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Abstract :The paper presents specificities of the services of the insurance companies in the Republika 
Srpska. The objective of the presentation of specificities of services of the insurance companies in the 
Republika Srpska is to indicate their growing importance in the society.   
The first part of the study refers to the general presentation of the nature and characteristics of the 
services. The other part presents specificity of services of the insurance companies in the Republika 
Srpska.  
Key words: services, definition, classification, quality, specificity, insurance companies.  

 
ARTICLE INFO 
Article history:  
Recived  25. feb .2015      Recived in revised form  06. mar. 2015    Accepted 23. may.  2015.      Available online  04. jul. 2015.  

            
1. INTRODUCTION  
  
The problem of quality of services at the world market in the circumstances of a very strong 
competition and all the faster changes in the surroundings is getting more and more attention 
nowadays. The research has proved that the services nowadays in the countries of OECD 
represent more than 60% of the overall economic activity, and in the most developed 
countries even more than 70% [7]. That is why, due to its specificity, a special importance is 
nowadays attached to the problem of managing services, both from the practical and research 
point of view, because the service quality has become the most important strategic factor of 
the success of organizations. When an organization gets a bad reputation with regard to the 
quality, it takes it a lot of time to change the situation. If the organizations want to remove 
bad reputation, it is necessary for them to manage competitive advantages, particularly 
quality of significant characteristics of service quality, because by an adequate satisfaction of 
users’ requirements it is possible to express satisfaction – intense enthusiasm of the service 
beneficiary and gain the reputation – attribute of an "extraordinary distributor". 
 For the mentioned reasons, within the framework of this study we shall consider both 
the nature and characteristics of services, but also the specificities of the insurance companies 
in the Republika Srpska. The purpose of this is to present importance of the quality of service 
characteristics for the satisfaction of customers, and consequently the market representation 
and business quality of the companies dealing with service sale. How to find out what are the 
requirements of customers with regard to the significant characteristics of services that should 
be raised to a higher level, is one of the most frequent questions posed to organizations of any 
kind. For that purpose, various methods and techniques are developed and modified in order 
to improve the processes aiming at raising the level of identification of significant service 
characteristics that are not at the level of competitors.  
 The purpose of an increased attention to the significant characteristics of service 
quality is to act by a feed-back on increasing the observed use value of the service. The 
observed use value implies the value that the customer sees when purchasing or using a 
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service. Therefore the organizations aspire to increase their competencies, necessary in order 
to permanently increase the observed use value of services [114].  
 
2. NATURE AND CHARACTERISTICS OF INSURANCE COMPANIES' SERVICES  
2.1 Nature and characteristics of services 
2.1.1 Notion of service 
 There are numerous definitions of service, more or less differing from one another. 
Those differences refer to the different ways of perspective of the authors who have dealt 
with the problem of the role of service in the market game. If the services are considered in 
the context of marketing and overall economic activity, they are inseparable from the 
consumer himself/herself, i.e. from the user of the specific service. Production of services 
may but does not have to be connected with the physically palpable good. That is why there 
are different ways of understanding the notion of a service. Those differences are not 
essential, but are more a consequence of somewhat different approach to studying, level of 
authencitity and purpose of observation. 
 Standard SRPS ISO 9000:2008 [10] that describes basics and also establishes 
terminology related to the notions in the system of quality management, ties the notion of 
service directly with the definition of the term “product”. In the abbreviated version it is 
defined as the „process result”, and in the expanded version as the „result of the set of 
mutually related or interacting activities that transforms entrance elements into exit 
elements”. Nevertheless, standard SRPS ISO 9000:2008 has additionally defined the service 
as the “result of at least one activity that is performed in the interface between the deliverer 
and beneficiary and as a rule it is of a non-material nature”.  
 In a similar way the notion of a product and service has also been defined by Kotler 
[4].  According to him: 
product is all that can be offered to the market to satisfy the needs and wishes of customers, 
service is each activity or use that one participant offers to another, those being essentially 
impalpable, and as a result they do not have an ownership over something. It may but does 
not have to be tied to a certain physical product. 
Apart from the mentioned definitions, in the scientific literature, the following definitions are 
often emphasized: 
Fitzsimmons [3] defines a service as a perishable in time, imalpable experience for the 
consumer that participates in the role of a co-producer, 
Zeithaml and Bitner [9] define service as acts, processes and performances, 
Berry [1] describes service as an „act, procedure and execution“. 
 
Simeunovic [7] in his thesis mentions that it is very difficult to meet a clean service or goods. 
He also mentions that each goods is accompanied with a service, and service is accompanied 
with a palpable object.    
  
 The above mentioned indicates that services are activities that are mostly of a 
impalpable character and they result in certain benefits, i.e. they solve a certain problem of 
the beneficiary that he/she is ready to pay for directly or indirectly. 
 
2.1.2 Basic characteristics of services 
 In the scientific literature there is a discrepancy among authors in defining service 
characteristics. Those differences are a consequence of somewhat different approach to 
studying, level of analyticity and purpose of observation of service characteristics. Still, there 
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are some more significant specificities of services about which there is the biggest degree of 
agreement among the experts in this field. Those are: 
Service impalpability; 
Heterogenous (variable) service; 
Simultaneous (inseparable) production and consumption of service; 
Perishable (non-durable) service;  
Impossibility to possess a service [8]. 
 
 Service impalpability, implies that the service is physically invisible, has no smell, 
taste, cannot be noticed or felt by some of the senses, which is the case with palpable 
(physical) goods.  
 Heterogeneous (variable) service, is the next characteristics that separates services 
from physically palpable products. There lies the basic problem of the service 
standardization, taking into account the fact that services represent processes, i.e. that the 
service is provided in the interaction of the employee and the consumer. Because of the 
different situation of use, but first of all of the person providing that service, and other 
elements, it is difficult to perform standardization of services, which is not the case with 
classic products.  
  
 Simultaneous (inseparable) production from consumption of service, characterizes 
simultaneous conduct of production and consumption, i.e. providing and using. That is where 
the beneficiary perceives all visible operations in the course of providing services, and that is 
why marketing should take place at the same time with providing, i.e. using the service. In 
such situations, process is simple, because the service is first bought and then consumed 
(produced). In doing so, the consumer (beneficiary) is an integral part of the process of 
production and delivery of service.  
 Perishable (non-durable) service, is also called non-storagebility, since the service 
cannot be stored, preserved, re-sold or returned. That is why the offer of the service is tied to 
a certain moment, so the unused capacity of service offer cannot be kept for a future 
consumption. Therefore there is a problem of charging for a lost time. Exactly for the 
mentioned characteristics there comes the name of perishable service as the name of the 
service characteristics.   
 Impossibility of possessing a service, is based on the impalpability and non-
storagebility of service. That is the reason for impossibility of having ownership over a 
service. Namely, by purchasing a product the buyer becomes the owner and he/she can 
dispose of that product at his/her own will. On the other hand, when a service is given, it does 
not become ownership of the person who has paid for it. Practically, the one purchasing a 
service has a right to use it. That is why giving a service does not end with the transfer of 
ownership from the salesman to the buyer. The buyer essentially buys only the time and the 
very process of performing the service. 
  
 From the point of view of a beneficiary, according to Radakovic and Cosic [6], 
services have the following characteristics: 
Time – refers to how long the beneficiary has to wait for the service and how long its 
provision lasts; 
Timeliness – refers to whether the service will be given right in time; 
Completeness – refers to the completeness of providing a service; 
Politeness – refers to the attitude of the personnel being in contact with the beneficiary; 



                             ECONOMICS MANAGEMENT INFORMATION TECHNOLOGY  

 

48 Vol 4/No.1/2015 

 

Durability – refers to whether the service is always given in the same way to each 
beneficiary;  
Accessibility and suitability – refers to how easily the beneficiary can obtain the service;   
Accuracy –refers to whether the service has been given in the proper way; 
Response – refers to how fast is the reaction to unexpected problems; 
Tidiness – refers to the look of the ambience in which the service is provided. 
 
2.1.3  Classification of services  
 It results from the above mentioned that the majority of products, generically 
considered, are somewhere between a clean (physical) product and a clean service. Besides, 
services are very much different based on the use for consumers, complexity and a whole 
series of other criteria. That is why for the purpose of their good quality study we perform 
their classification. The most frequent ways of classification of services are those that are 
applied by the national statistics institutes. Still the practice shows that the systems of 
observance of the national institutes are not of a big help for business people. Namely, they 
point to some global trends, but for taking a decision in everyday business it is necessary to 
know many other characteristics and indicators. That is why the researchers, according to the 
process of providing services that implies answers to the questions on the nature of service 
and beneficiary (object) of service, have developed different ways of service classification.  
  
 The services that are based on the process from people to people require from the 
consumers to visit a „service factory”, i.e. the place where service is given. These are so 
called services of a high risky contact. That is why it is very important to take account of 
some elements: 
Objects are one of the elements in providing service; 
Process of providing service has to be created in line with the consumers’ needs; 
Selected suitable location is very important; 
Creation of a suitable pleasant atmosphere influences to a high degree the perception of a 
service process and overall satisfaction; 
Taking into account other needs of consumers, i.e. overall satisfaction, that also implies 
information, parking, food, toilet...  
 
 Many of the bases for classification result from the basic characteristics of services 
(impalpable, heterogeneous, inseparability of production and consumption, perishability and 
impossibility to own a service). Some of other significant classifications divide services to: 
market (profit-orientated) and non-market services (non-profit-orientated), 
services to consumers and business services, 
services depending on the involvement of consumers, 
services depending on the manner of delivery, 
services based on technology and  
services provided by the people [11]. 
 
 Radakovic and Cosic [6] have classified services into the same type processes as in 
making material products. They think that a more natural system of classification of services 
puts accent on the degree of working intensity (first of all on the quantity) and degree of 
customization (rather than on standardization). The working intensity in services implies the 
number or frequency of user having new requests, while customization implies possibility of 
adapting services to an individual user. From that point of view all processes of providing 
services can be classified to: 
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individual services, which are close to the name of a professional service, 
serial services, which are close to the name of a service shop,  
big-series services and 
mass servces, which are close to the name of a service factory. 
 
2.2 Specificity of services of the insurance companies in the Republika Srpska 
 
2.2.1 Structure of services of the insurance companies in the Republika Srpska 
 
 Insurance is a very specific activity, and it is also a fruitful business, since beside 
banking it represents one of the pillars of the financial system of each country. That is why 
insurance has always been a subject of supervision in each country. That is also 
recommended by the International Association of Insurance Supervisors (IAIS), which has 
developed basic principles of insurance supervision [5].  
 Specificity of the insurance companies’ services reflects in the fact that a beneficiary, 
when using services in case he/she is not satisfied, cannot replace the service by another and 
often will not even complain. However, the beneficiary can take a simple decision to use in 
future services of the insurance companies the services of another company. Therefore, 
satisfying needs and wishes of more and more demanding beneficiaries at the market due to a 
more and more intensive competition represent an imperative of each insurance company.  
  At the market of insurance in the Republika Srpska from 1990 to 2010 there are 
several domestic and foreign insurance companies, whose number is gradually growing in the 
last decade. The decade before last has been characterized by a weak degree of insurance 
development. The reasons should be looked for in the economic situation, political instability, 
disloyal foreign competition, and a little bit in the inertia of the state institutions towards 
these activities (visible through the tax policy, etc.).  
The insurance market of the RS, based on the comparative analyses with the markets from the 
surroundings (FBiH, Serbia, Croatia, Slovenia), is just „in its infancy”. Comparative analyses 
refer to the amount of the life and non-life premiums for 2010 for the observed markets, 
according to which Slovenian insurance market is most developed compared with the number 
of inhabitants, then follows Croatia, Serbia, FBiH and at the bottom of the list there is the 
market of the RS [13].  
 The low life insurance premiums in the RS is an indicator of underdeveloped market, 
which speaks about the bad standard of the population, because there is the biggest 
percentage of the insurance policies that are legally binding. Exactly because of that the crisis 
that has shaken world insurance market from 2008 has not been significantly transferred to 
the RS insurance market.  
 The RS insurance market in the institutional context consists of 11 insurance 
companies with the seat in the RS, 9 branch offices of the insurance companies from FBiH, 
Ombudsman in insurance, Protection Fund of the RS and Insurance Agency of the RS.  
 
2.2.2 Macroeconomic indicators of the RS insurance market 
 
 The portion of insurance in the nominal GDP for 11 insurance companies with the 
seat in the RS [14] for 2011 was 1.49 percent and is bigger by 0.01% compared with 2010. 
This indicator is a lot lower than it is the case at the developed markets. These data indicate 
that the insurance sector in spite of the growth of  7.12% in 2011 compared to 2010 is still 
relatively undeveloped (Table 1.) [14]. 
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Table 1: Basic indicators of the RS insurance market status 
 

Year 
Premium per 
capita 
[KM] 

Premium/GDP  
(%) 

Growth rate of the 
insurance sector 

2009 59.43 1.43 - 
2010 85.56 1.48 2.19 
2011 91.64 1.49  7.12 

 
Structure of the insurance premium is presented in picture 1[14].  
 

 
 
 

Picture 1: Structure of the insurance premium at the RS market for 2011 
 
Table 2 presents the number of insurance policies for 2010 and 2011 at the RS insurance 
market and rates of their growth[14]. 
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Table 2: Number of insurance policies for 2010 and 2011 at the RS insurance market and 
rates of their growth 

 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

  
 The biggest part of insurance premiums goes to the legally binding insurance of the 
owner of a motor vehicle for the damages against third parties. The least growth has been 
realized in the field of insurance of property against fire and natural forces. In spite of the 
trend of growth of life insurance premium, it is still far away from the developed markets of 
the European Union where this indicator in average amounts to around 60 percent.  
 The trend of growth of insurance market in the Republika Srpska, considering the 
indicators in absolute amounts, shows that the insurance market compared to the markets of 
the countries in the region is still undeveloped. For example, the average premium per capita 
in the EU amounts to 1,879€, in Slovenia 1,023€, in Croatia 202€, and in Serbia 75.5 EURO 
[12]. 
 For the development of the insurance sector in the RS, what is needed are 
macroeconomic conditions – economic and monetary stability, adequate tax incentive, bigger 
standard of the citizens, developed culture of insurance, high degree of confidence in the 
financial sector and developed securities market – the conditions that the RS should only 
realize in future. When it comes to the distribution of market representation, the biggest 
market representation for 2011 at the RS insurance market belonged to the Insurance 
Company „Jahorina”. The insurance companies that follow are „Dunav”, „Brčko-gas” and 
„Drina” Insurance. Insurance companies „Aura” and „Mikrofin” have the smallest part of the 
market cake, 3.04 and 1.8 percent, respectively (picture 2.) [14].  
 
 

Type of insurance 2011 
[KM] 

2010 
[KM] 

Percentage 
growth 

Health insurance 31,077 27,748 12.0% 
Auto casco 14,510 12,398 17.0% 
Insurance of property against fire and 
natural forces 11,576 10,514 10.1% 

Insurance against accident 307,572 259,794 18.4% 
Insurance against liability for motor 
vehicles 381,052 362,039 5.3% 

Insurance against general civil liability 588 374 57.2% 
Insurance against other damages on 
property 7,807 6,964 12.1% 

Insurance against different financial losses 9 8 12.5% 
Insurance of goods in transport 329 229 43.7% 
Other insurance 97 69 40.6% 
Life insurance 47,162 38,702 21.9% 
TOTAL NON-LIFE INSURANCE 754,617 680,137 11.0% 
TOTAL 801,779 718,839 11.5% 



                             ECONOMICS MANAGEMENT INFORMATION TECHNOLOGY  

 

52 Vol 4/No.1/2015 

 

 
Picture 2: Market representation of the insurance companies in the RS for 2011 

 
 The insurance companies that deal with life insurance are „Jahorina”, „Dunav” and 
„Grawe” Insurance which are at the same time, according to the ownership structure (together 
with „Triglav Krajina Kopaonik” Insurance), foreign insurance companies, while other 
companies are focused only to non-life insurances and originate in the RS.  
The RS insurance sector employs 1,373 employees, which compared to the same period in 
2010 represents a growth by 10.33%. The biggest calculated premium of life insurance in 
2011 prevailingly belongs to «Grawe» Insurance and it amounts to 9.4 million KM with the 
growth rate of 10.23% compared to the previous year. However, the biggest growth rate of 
the life insurance premium in 2011 compared to 2010 belongs to «Dunav» Insurance (index 
2011/10 is 4.501), i.e. a leap from 65.05 thousand to 293.42 thousand KM of the calculated 
life insurance premiums [14]. 
 The insurance with the biggest calculated premium in the whole of 2011 has 
„Jahorina” Insurance (14.8 million KM), and it is followed by „Bobar” Insurance (12.9 
million KM) and „Brčko gas” Insurance (12.07 million KM). If we consider the 
representation of the car liability premium in the total invoiced premium, „Dunav Insurance” 
with the representation of 54% represents a leader at the market of the Republika Srpska with 
the smallest part of insurance against car liability in the total invoiced premium. At the same 
time this means that Dunav Insurance from the aspect of representation of the property 
premium in the overall premium in 2011 with 46% represents a leader from the aspect of 
quality of the insurance portfolio and at the same time also from the aspect of diversification 
of the insurance risks. 
3. CONCLUSION 
 Presentation of the nature and characteristics of services, as well as of the specificity 
of services of the insurance companies in the Republika Srpska within this study has the 
objective of pointing to the growing importance of services in the society. That is why 
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nowadays systemic search is conducted to select the most significant characteristics of 
service quality. Their improvement by applying quality tools enables a rise of the observed 
use value of service by the service beneficiary, and consequently it gives rise to the market 
representation and quality of the company business. In doing so it is very important to 
permanently reconsider significant characteristics of the quality of services and processes, 
because that is also done by the best in the class, and then to perform reengineering of the 
processes they get achieved with the goal of raising the observed value of services.  
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