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INTRODUCTION

(i) A%t its second session (April 1967), the Commiftee on Invisibles and Financing
related te Trade requested the Secretary-General of TNCTAD "to carry out at least
cnce every two years reviews of developments in insurance, with special reference
t0 developing couniries®. l/ The prssent document, covering the pericd 1977-1979,
has been prepared pursuant to this request, gj

(1) As in the past, part of the information and particulars needed for the
preparation of this study was supplied to the UNCTAD secretariat by the Governments
of 33 developing countries in response to g note verbzle from the Secretary-General
requesting them to help the secretariat collect the necessary information. In view
of the scarcity of govermment information, however, it has once more been necessary
to draw on very diverse private sources of information, especially trade Jjournals
and periodicals. It has not of course been possible to verify the accuracy and
coverage of the information obtained in this way.

(iii) Generally speaking, the secretariat has tried to present the new facts in
the light of their relative importance to the development of the insurance gector
in the third world. Psrt one of this study deals with nationsl direct insurance
markets, and in particular with their technical and economic structure, growth and
evolution. Part two deals with reinsurance developments. Part three, covers

" regional and interregional co-operation among developing countries.

(iv) Despite the secretariat's efforts, and owing to the very limited number of
countries producing suitable statistics, it has been impoasible to include in this
gtudy 2 gquantitative analysis of insurance transactions carried out in developing
countries. Tables indicating orders of magnitude of premium turnover and insurance
growth rates in the various developing regions nevertheless appear in another
secretariat document, "Third World Insurance at the end of the Seventies". 3/

-

1/ See Official Records of the Trade and Development "Board, Fifth Sessiom.
Supplement No, 3 (TD/B/118/Rev.l1), amnex 1, sect. A, para. 6.

g/ The periods 1968 1970, 1971-1972, 1973-1974 and 1975-1976 were dealt with
in documents TD/B/C.3/99, TD/B/C 3/107, ™/B/C.3/122/5upp.1 and T/B/C.3/141,
submitted to the Committee on Invisibles and Financing related to Trade at its A
fifth, sixth, seventh and eighth seasions (December 1971, July 1973, November 1975
and December 1977) respectively. '

3/ See document TD/B/C.3/169/!&&.1
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FART ONE. NATIONAL DIRECT INSURANCE MARKETS

Chapter I. Developments cconcexming the structure of national markets and the
estabiishment of new local enferprisss

1. Generally speaking, the transformaticn cf the insursnce markets of the develcping
countries contimued in 1977, 1978 and 1979 with the zdoption by the competsnt
nd the establlshmenﬁ nf new local

authorities of further instifutional measures snd
enterprises (elther wholly loeal or forelgn~1nfluenced). The present chapter deals
first with instances where changes, including the establishment of nev enterprises,
have regulted from government decisions setting up new structures {or insurance

business, and then with cases where enterprises have veen established locally cn

the bagis of the existing system.

2. In regard tc the firat cf these two situations, basic structural changes
establishing or conseclidating legal or de factc monopelies have taken place in
Afghanistan, Iran, Cape Verde, Burundi, Chad, Nicaragua and Mozambique, while in
Indonesia, the Republic of Korea, Sri Lanka, the Malagasy Republic and Egypt steps
have been taken towards greater liberalization. Measures which scarcely affect the
existing gystems at all have been adopted in Argentina, New Guinea, Morocco,
Belivia a2nd Trinidad and Tebage. Details of these developments are as feollows:

3. In Irzn the entire mariket was tazken over by the State in 1979. The arrangements
applying to the take-over are not yet known., It is thought probakle, however, that
the State will compensate nationalized foreign enterprises since their investments
in Iran were relatively small, 4/ despite the position these firms occupied in the

market.

4. An equally fundamental change in the structure of the market has taken place

in Nicara , where the Govermment decided in Cctober 1979 to assume coatrol of the
enterprises coperating on the local market (10 Nicaraguan companies and 10 foreign
subsidiaries). The national authorities based their decision on the ground that the
chaotic insurance situation which followed the civil war had to be ended. The
conditions on which these ingurance interests were transferred to the State apparentily
include compensation for the former cwners in the form of public bonds carrying
interest at 6.5 per cent over a pericd of flve yeargs. Business is now handled by

* the Nicarsguan Institute of Insurance.

5. In Afghanistan the Government decided in 1979 to give the naticnal company
exclualve respensibility for insurance-related activiiies, which until then had
been handled by foreigm companies and mainly involved average adjustment and logs
- aggessment and settlement. Correspondents of certain foreigm companles who were
8till in business have had-: to give up their activities,

6. In Cape Verde a decree of 22 April 1978 placed insurance and reinsurance
transactions under government control. They are now the responsibility of the
social security authorities, particularly where compulsory insurance is concermed.
Purchase of insurance abroad is subject to authorization by the Minlst*y of Finance.

Except in a few special cases, the insurance policies in force when
effect may not be renewed on expiry.

ﬂ)

4/ Vorld Insurance Bevort, London, 20 July 1975
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7. In connexion with Mozambigque, press reports j/ indicate that the Government

has set up a company {(the Empresa Mocsmbicana de Seguros) which has 2 monopoly of

insurance business in Mozambigue; ‘this company has accordingly taken over the

operations of 18 foreign companies established in the country before it gained

independence. ..According to these reports, the take-over had become essential becezuse
LNt e

the management sitaff of the foreign agenciess were leavimg the country. The guestion

of compensation for expropriation remains open.

5. In Chad a nationsl insurance apnd reinsurance company, Star Nationale, has been
set up by the Government. All enterprises under State contrnl or supervision, or
in which the Staie has any kind of financisgl participaticn, must place their
insurance exclusively with this company. ¥Following the above measure and a second
government decision an oxder of 30 June 1977 providing that all insurance companies
must have formal legal status in Chad and giving foreign enterprises operating on
the market three years in which %o set up local companies,most firms established

in Chad have preferred to hand over their portfoliocs to Star Nationale and withdraw,
while tsking a finsncial stake in the latter's capital. Most of these foreim
companies are French. Four other foreign companies have nevertheless decided to
remain in Chad but to limit their activities to reinsurance, while a fifth (French)
company has alsc decided to remain and to compete with a new national company,

even though it has to relinguish to the latter 15 per cent of all the buginess
which it underwrites in Chad.

ral
force. Almost simultaneously (July 1977) a2 ministerial order laid down measures
applicable %o the transfer of current insurance policies to SOCABU, the new national
cempany set up after the promulgation of the Act. SCCABU thus has a monopoly of the

Furund i market.

9. In Burundi a general law on insurance (the Act of 29 June 1977) has entered into

10. In Indcnesia the Government hasg decided to exempt from duty the formation of
enterprises owned jointly by nationals and foreigmers (joint ventures). The
decision in question also extends the period during which joint ventures combining
national and foreign interests can be set up. These measures are reported to have
had a favourable effect; practically all the foreign companies previously existing
in the country are said to have taken up domicile there, with the result that the
market will henceforth consist of Indonesian enterprises which are technically and
financially stronger than in the past. A recent incresse in minimum capital, ordered
by the Govermment in 1977, has contribuited further tc strengthening these companies.
The number of enterprises registered in the country is now 12, which the Government
considers should be the maximum. The igsue of new licences has therefcre been
sugpended, In addition, regulations exist covering the grant of licences to
intermediaries and defining their functions. It is hoped graduslly to reduce the
number of broking firms to 15 to confine this a2ctivity to Indonesians. -

11. In Sri Lanka a new enterprise is to be get up with a 51 per cent State holding;
the remainder of the capital will be private. The enterprise will carry on all kinds
“of Ingurance- businegs and compete with the existing company, which so far has had a
monopoly. The new enterprise will be set up after changes have been made in the
present insurance law (the 1962 Insurance Corporstion Act), which laid the basis for
tlhie monopoly novw o be terminated. The Govermment has not only expresssd iis
intenticn ¢ encoursge competition in the domestic market but also khopes to see
foreign companies set up in the fres zone north of Colombo. It hopes that this will
make ihie free zone an international financial cenire,

/' Finapcial Times World Insursnce Report, London, 21 Cecicher 1977.
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12. In the Republic of Kores the market has been reorganized, following a goverrment
decision., The reorganization aims at strengthening the position of naticnal
enterprises while enabling foreign enterprises to establish themselves in the country.
Under this measure a new enterprise, namely Xonan Ingurance Corporation, has been
established; it is wholly owned by the State, which guarantees its liabilities.

This characteristic enables the enterprise %c dispense with a fixed capital. Its
functions gc well beyond those traditionally vested in such 2 body; iIn addition to
the underwriting of varicus classes of insursnce and reinsurance, they will extend

to many aspects of market supervision. For instance, the Corporsticn is responsible,
under powers delegated to it by the Government, for the following: supervision of
all insurance enterprises operating in the Republic of Korea; resesrch education and
vocational training; supervisicn of generzl conditions of insurance and tariffs;
dispute arbitration; and registration and supervision of intermediaries, actuaries

and average adjusters.

13, The Americsn Home Assurance Company of New York has recently been authorized

to undervrite non-marine insurance business in the Republic of Kcrea, as has the
United Kingdom Royal Insurance, an associate of the local company Oriental Fire and
Marine Insurance, Wiaile the Government has thus opened the local market to a few
foreign compasnies, at the same time it has authorized Korean enterprises to set up
branches abroad., This opportunity was seized immediately by Pasn Eorea Marines & Fire
Insurance Company which has opened an agency in the United Arab Emirates and another
in the United Kingdom. The Kcrean Reinsurance Company has also linked up with a
Malaysian enterprise to set up a company in Malaysia. Finally, the Government now
permits "life" anéd ™non-1life" companies to handle all classes of insurance.

14, In Madaeagcar the structure of the market was modified by an Order of 1 May 1978
affecting the status of national enterprises. TUnder the order, insurance business
will be handled in future by four different companies, whicu will retain their
gtatus as mercantile ccmpanies and continue tc operate subject to the insurance
supervision legislation.

15. In Egypt a new government policy now permits private insurance enterprises to be
established in the country provided they are whelly owned by DBgyptian natiomals,
have a minimum capital of 2 million Egyptian pounds and are the subject of an
economic and technical feasibility study approved by the Egyptian Insurance
Organisation. In addition, the Egyptian-American Insurance Company has been set up
in the Cairo free zone with a capital of $US 3 million shared equally between the
Bgyptian company Al-Chark and American Intermational Underwriters Overseas Ltd.,

a subsidiary of American Intermational Group, which is established in Bermuda. This
new company has been authorized to deal in all branches of insurance except life
insurance. In practice it will concentrate on marine insurance and operate solely
in the free zone. "

16. In Papua New Guinea the preparation of regulations designed to medify the structure
of the market has systematically benefited local interests, For instance, (a) every
insurance enterprise and every intermediary (broker or agent) must be established

in the country; (b) all investment by insurers must, up to 40 per cent of net

- premiums, -take-place in-the country; (e) all insurance must be issued in the country.
In addition a na%tional enterprise, Niugini Insurance Corporation, has been established
mder the Inmsurance Corporation Act. It is State-cwned and intends %o begin
cperations as gocn as qualified personnel have been recruited snd the establishment
Tormaliities are completed. TFor the time being it will not handle life insurance.
Covernment property and the property of government organs and agencies will be

insured exclusively with the new corporation.
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17. In Arcentina, as long as "existing circumstances prevail', nc authorizations will
be granted for new enterprises to enter the market, regardless of their legal status
(joint stock company, co-operative, etc.) and whether they are public or private.

The suthorities considerthis measure to be jusiified by the undue proliferastion of
companies (nearly 300) in a market offering an annual premium turnover of arcund

875 1,000 million, especially &s & majority of these companies acccunt for no more
than 20 per cent of the fotal premiums.

[ERE T4 A

13, In Morocco meves towards "localizing' enterprises have been accompanied by the

"moroccanization" of insurance employees. The effect of this is that an increasing
percentage of staff are now IMoroccans, the present figure being about 25 per cent,

16, In Beliviz the new insurance law §/ has now been brought into force by
decree-lav No. 15516, promulgated in June 1973. The emphasis of the law is on
protecting the national market and the country's interests in general. This is based
on the principle that property in Bolivia snd persons resident there are to be
insured with enterprises whose activities are under State supervision. The enactment
stztes this explicitly. Insurance companies are prohibited from engaging in unfair
competition or concluding agreements which might directly or indirectly consirict

or distort the insurance market. The new law thus requires a certain degree of
discipline on the part of the enterprises making up the insurance market, with the
avowed aim of protecting both the market in general and each of the enterprises
cperating in it. Applications for authorization to establish new companies will be
examined in the light of criteria which include the eccnomic interests of the
country, the specific needs of the national market and financial guarantees.

20, As regards the nationality of enterprises allowed to operate on the nationsl
market, the new law provides for establishment boih by Bolivian compsnies and by
branches of foreign companies. It stipulates that, for an enterprise to be Bolivien,
at least 51 per cent of its capital and a corresponding proportion of its
administrative, technical, financial and commercial management must be in Bolivian
hands. Authorization to establish branches of foreign companies is subject to certain
conditions, such as reciprocity for Bolivian enterprises in the parent country. These
provisions are far less restrictive than those of Decision Nao. 24 of the Commission

of the Cartagena Agreement, of which Bolivia is 2 signatory. The Decision prescrites
that an enterprise shall not be regarded as a national -undertaking unless over

30 per cent of its capital belongs to naticnsl investors. THe new Bolivian law thus
apprars to depart from that requirement, probably under asnother provision of the
Decision, to the effect that measures concerning foreign participsation may differ
from those laid down in the Decision when, in the opinion of the recipient country,
special circumstances so require.

21, In Trinidad and Tcbago the Govermment has taken steps to strengthen the naticnal

character of the insurance market. 4 bill under considerastion specifies that at

least 51 per cent of the shares in an enterprise must be owned by natiocnals.
Purthermore, for life insurance, hitherto handled by large foreign companies, there

~are fiscal incentives whereby life agsurance premiums are deductible from the

taxsble incowme of individuals, but only in the case of policies underwritten by
insurance enterprises which are domiciled in the country and at least 25 per cent

of whose shares sre nationslly owned. These measures are reported ¢ have had an
immediate effecis: three large foreipn enverprises have set up local subsidlaries

znd about 30 per cent of a2ll nev tusiness is aow estimated to be handled by enterzrise:s

i

LT

astablished in accordance with the Government's aims. This is 2 significant advance

6/ See document TD/B/C.3/14l, para. 22.
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compared with the period preceding the introducticn of these measures, when the
figure was 29 per cent {50 per cent if business underwritten by enterprises domiciled
in other Caribbean countries is taken into account). In the same context, the
Maritime-INA General Insurance Company has heen Ifcunded at Fort of Spsin, with

C per cent of its capital being held by INA (United States of America)., INA
International will be responsible for operations and gensral manpagsment, while

Maritime Life (Caribbean) will desl with accounts and statistiss.

22. In regsrd to the establishment of new insurance enterprises which do not result
irectly (or at all) from institutional messures, a distinction may be drawn in

regard to the actual nature of the enterprise. There are in fact enterprises which

are undeniably local, others which ars cbvicusly foreign, and mixed enterprises

whose character may maske it difficult to determine what interests predominate.

To aveid serious errors of classification, this document will simply set out the

information available and leave the reader to make his own analysis. The details
are as follows:

2%, In Ghana a nevw insurance company was approved by the country's supervisory
authority in August 1977. This is a purely local company taking the form of a
co-operative (the Ghana Co-operative Mutusl Insursnce Society); its clientele is
drawn mainly from the country's co-operstive sccieties and trade unions.

24. In Fiji the Jardine Matheson Group (United Kingdom), based in Hong Kong, has
increased its heolding in the Fiji Insurance Company, of Suva, in which it is now
the majority sharehclder.

25. In Jamaica the business of some United Kingdom companies has been taken over by
a local company, the Global Insurance Company of the West Indies, which was a
subgidiary of Royal Insurance. This reorganization follows the wish expressed by
the Government in December 1978 to place the insurance industry on a local footing.
A majority of the shares in the new company will be in the hands of Jamaicans. A
gimilar development is reported with the business of the Sun Alliance & London
Insurance Group, which has been taken by the local West Indies Alliance

Insurance Company.

26. Two companies have been set up by the Government of Samoa: National Pacific
Insurance Ltd., which handles general ingurance, and the Semoa Life Assurance
Corporation which deals with life insursnce. Following this~development numerocus
agencies of foreisn companies represented in the country have withdrawn from the
market., According to reports, the new companies were set up with the backing of
United Kingdom and New Zealand companies which will asgsist them technically in
their initial operations.

27. In Malaysgia, through portfolio transfers, several agencies and branches of
foreign companies have passed into the hands of Malaysian companies set up for the
purpcse with mixed national and foreign capital. These changes follow a process

cof government-supported market localization and facilitation of local participstion
{(tumiputrz). - In-addition, a new insurance snd reinsurance compsny has been founded

by Pheoenix Assurance Company of London in association with a local bank, Malayan
Banking Berhand of Kuala Lumpur.
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23. In Guatemala the Insurance Company of North America (INA Corp.) has scquired
what it calls a "major interest" in the local Cruz Azul company, one of the biggest
in the country. It will be recalled that only naticnal enterprises are allowed to
operate in Guatemals, i.e., those which have their headquarters in the country and

—_—

are established under Guatemalan law.

29. In Brazil seversl foreign insurers ready tc cffer insurance services and advice
tc local imdustrial enterprises co-operating with economic interests in their cwn
home countries have set up close links or even forms of asscciation with Brazilian
banks and insursrs. Anong these foreign insurers are Gerling Kongern of the

Federal Republic of Germany (there are more than 1,000 industrial projects in Brazil
invelving Federal German participation) and Skandia of Stockholm, which has bought
up 25 per cent cf the shares in Boavista, one of the most important insurance

groups in the country, with its headquarters at S3o Paulo. In the same context, it
should be mentioned that Companhia Internacional de Seguros has signed a co-operation
agreement with the Swiss group Zurich Versicherungs-Gesellschaft. Another Swiss
company, Winterthur, has set up a joint subsidiary (Itad Winterthur Seguradora) in
which a local company (Itad, 550 Paulo) participates.

30, In order to widen its potential for operating in Brazil, the Hartford Insurance
Group (United States of Amerlca) has scquired 20 per cent of the shares in the local
Companhia Renascenga de Ceguros, a member of the important.Brazilian group
Sul-America do Brasil. With the same motive, one of the country's leading banking
groups has bought shares in a subsidiary of a United Kingdom insursnce group,
Yorkshire Corcovado Companhia de Seguroes, which is associated with General Accident.
Also, Nordstern Allgemeine-Versicherung has acquired a 50 per cent stake, shared
with another T'ederal German company, in Parana Companhia de Segurcs Germano
Brasileira of Curitiba, The announcement of this in the press stated that, since
this company has bank shareholders, its customers will also enjoy credit services,
and that such 2 link between insurance and banking is typical of the Brazilian
market 7/. In regard to broking, it is interesting to note that two British brokers,
Bland Payne Holdings Limited and Stewart Wrightson, have established links with

two Brazilian commercial banks in order to broaden their base of acticn in

Latin America.

31. In Singapore the United Asia Reinsurance Corporation has been set up by three -
Asian companies based in Singapore and Hong Kong (with 40 per cent of the shares).
Continental of New York (with 20 per cent), &mnia N.V. of Amsterdsm (with 15 per cent),
Prudential Assurance Co. Ltd. of London (with 10 per cent) and La Préservatrice of
Paris, Chiyoda Fire and Marine Co. of Tokyo and New India Insurance Co. of Bombay

(with 5 per cent each).

32. In Venezuela a new law under which non-resident foreigners may no longer operate
insurance broking firms has led several United States enterprises to sell all or scme
of their Venezuelan subsidiaries or branches. A cording to the trade press, §/
Marsh & McLennan (USA) has sold its subsidiary March & Mclennan de Venezuela to

the Lensberg Group, whose broking activities will be carried on by a subsidiary,
Svguros C.A. de Corretaje. However, Marsh & McLennsn has purchased a certain
proportion of the shares in Suguros C.A. and has done another similar transaction
through its subsidiary Guy Carpenter & Co. Inc., which has bought 20 per cent of the
gshares in Cover C.A. and Cover Internaticnal, reinsursnce brokers opersting in
VYenezuela and at Curacgao.

I/ Vergicherungswirtschaft, 15 September 13572, gquoted in La Hhéassurance, Paris,
January-February 1979.

8/ TFinancisl Times World Tnsursnce fieport, London, 9 September 1977.
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33. In Pansma thé Insurance Company of North Americs (IA Corp.) has announced its
intention of establishing itself in the country in order to have a base for operations

in South America and the Caribbean.

34. In the Sudan.a specific Mworking relstionship" has been set up between American
International Underwriters (United States of America) and the Sudanese Insurarice and
Reinsursnce Company (SUDINRECO) of Khsrtoum. The particular interest of this item

of news is explained in the irade press as follows: PSUDINRECC will be able to iscue

policies cn international risks in that ares”. 9/

35. In Oman a private undertaking was set up in 1977 and begsn operations in 1978.
Press reports make a point of emphasizing that this is one of the few insurance
enterprises in the Persian Gulf area which has no links with intermational insurers

or brokers. It is evidently a purely national enterprise and has announced its
intention of extending its operations to neighbouring countries. ‘

36. A considerable upsurge of interest on the part of foreign underwriters and brokers
is reported from various other Gulf countries, but its true extent is difficult

to judge. The following enumeration does not claim to be exhaustive and may simply
renresent the tip of a huge iceberg. Furthermore, the territorial limits of the
operations covered by the developments in guestion must be viewed with caution.

In this part of the world, the fact that an enterprise is established in a particular
country does not necessarily mean that it will operate there. In the insurance field,
a certain flexibility as regards frontiers seems an accepted principle. This applies
especially to Saudi Arabia, where the establishment of insurance firms is prohibited
and risks sre actually insured by companies nominally registered in a neighbouring
country or elsewhere,

37. In Bahrain the AFIA Worldwide Insurance Group of New York has linked up with a
local company. The organization thus created intends to underwrite business in all
the Persian Gulf countries; this will be in addition to the expanding business already
being handled through local agencies, for instance in Dubai, Abu Dhabi and Cman. It
will be recalled that AFIA is an organization which underwrites business abroad for
its owners (10 of the major insurance companies in the United States of America).
Also in Bahrain, National Insursnce Services was established in October 1977.
Although it belongs to local trading and financing firms, its technical and
administrative management is in the hands of Sedgwick Forbes (Middle East), a
subsidiary of the Sedgwick Forbes broking and underwriting group of London. Apart
from its treditional links with the London market, Sedgwick Forbes (Middle East) acts
as underwriting agent for the "Zurich" company and for Reliance Insurance Companies
of Fhiladelphia.

38. The Hoge Robinson Group, London brokers, and the Prudential Agsurance Company,
also of London, in association with a consortium of Arab interests, have founded

the Saudisz Internaticnal Ingurance Company, domiciled in Bahrain but on an "off-shore"
basis, i.e. the company cannot operate in Bahrain. Agencies would seem to be the
company's real operating centres and have been established in Saudi Arabia. Apparently
another enterprise of the same kind (with its headquarters in Bahrain but formed to
operate in Saudi Arabia) has been so successful that an issue of new shares for

2.5 million Bahrain dinars wag oversubsacribed by 300 t¢ 350 times the nominal amocunt
only five days after the subscription list was opened. The enterprise concerned is
Guif Tnion Insursnce Company. Faced with the possibility of what may be speculative
menceuvres rather than genuine interest in participating in insursnce business, the
Government of Babrain is believed tc be considering imposing certain controla.

Post Magazine and Insurance Monitor, Londnn, 5 April 1979.
e R e R e A ST ey o
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39, Viith BSaudi Arsbia again as its target, Abdallah Vigham Poland is a2 new Joint
venture mounied by the Wigham Poland Group of London and the Abdallsh Establishment
for Trade and Industry. The insurance press has also circulated widely the news

of the formation of Al Sagr Insurance Company of Saudi Arabia, involving on the one
nand six leading Saundi Arabian business men and on the nther the Hong Kong Reinsurance
and Generazl Insurance Co. (a member of the Inchcare Group}. The New Zealand Insurance
Company, anciher associate of the new company, has heen entrusted with the latier's
nanagement.

40. Continentsl Corporation (United States of America) has taken a 20 per cent
interest in Al Jaszira Insurance Company, registered in Bermuda but with its
operational base in Jiddah, Its object is to underwrite Saudi Arsbian business
cnly. Among the other shareholders is Near East Agencies, which acts as agent for
various United Kingdom, United States and French companies and owns 20 per cent of
Al Jazira's shares. This represents further expansion by a major United States
insurance group which has frequently acquired holdings and minority interests in
developing countries and has alsc participated in joint ventures (10 per cent of the
shares of Asis Insurance Company, Hong Kong; United Continental Insurance Company,

a Jjoint venture in Malaysia; and United Asia Reinsurance Corporation in Singaspore).

41. Lastly, Federal Insurance (Company of New Jersey, Aachener und Minchener
Versicherungs-Aktiengesellschaft, Assurances Générales, of France, and

United Commercial Holding, of the United States, have joined together to set up

Al Saudia, a company registered in Luxembourg with a capital of $US 4 million, one
quarter of which is paid up. The formation of Pan Arazbian Insurance Company Lid.
tc serve the local and foreign market is also reported. This new compsny has been
set up jointly with General Accident, The Insurance Company of North Imerica and a
local commercial firm. Saudi Arabis is also the countiry in whici operations have
been begun by Al-Alamiya Insurance Company, which has its headguarters in the
United Kingdom and is closely conirelled by Sun Alliance London Assurance.

42, The influx of insurance broking firms from the London market into Dubasi to set

up establishments or sgencies there has continued. The most recent example seems

to be Willis, Faber and Dumas Litd., cone of the biggest firms on the world market,
which has joined forces with 2 businessman in this ares to set up an insurance and
reinsurance company which will also operate in neighbouring cowntries. The new
company is called Al-Futtaim, Willis, Faber, Ltd. According to the trade press, the
attraction of Dubai for these big companies lies in its huge develcpment potential,
its harbour facilities, above the average for this part of the world, and the absence
of any special insurance legislation. There are now 40 companies in Dubai, ¢ of

them of Tnited Kingdom ocrigin. ;g/ This proportion is likely to incresse as a result
of nesotlations with the Government with a view to larger participation by Lloyd's

of London underwriters in the local market.

43. Equally intense efforts to penetrate markets have been made by companies of other
western Buropean countries. Union des Assurances de Paris, for instance, has
acquired a holding in a local company (Arabian Security Insursnce Co. Lid.) through

a subsidiary reinsurance firm {Corefi). This foliows the establishment by that
company of an agency in Abu Dhabi and strengthens the company's base in the whole

of the Persian Gulf area.

10/ Financial Times World Insurance Revort, London, 20 May 15
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Chapter II. Measures to expand and diversify business written on local markets

44. It is generally acknowledged that most of the insurance markets of develonlng
countries have too small a turriover, and that this prevents them from consoiidating
their activities and acquiring any degree of maturity. ILegislative measures taken
by the authoritizs concerned often aim at remedying this situation. The main need
is tc feed the nationzl insurance market with sufficient business to enable it to
develop properly, by eliminating as far as possible the direct underwriting of
national risks abroad by insurance firms not established in the country; after that
it is a2 question of encouraging the public to take out more insurance by means of

attractive offers of cover, compulscry insurance, etc, -

45, As far as the sale of insurance to naticnals by unauthorized insurance firms

is concerned, the situation in some regions remains disturbing. The purchase of
insurance directly abroad certainly has a detrimental effect on the premium income
of the national market, It has other drawbacks too, such as tax fraud opportunities,
loss of investment and lack of security, as well as the problems which unfair
competition creates for those firms which are properly authorized to operate on the
naticnal market and, unlike the others, are subject to specific local regulatlons
governing tax, flnance, accountancy, trading and so on.

46. In several countries, efforts to involve the national market covering local
risks have concentrated on transport insurance for imports. It may be recalled in
this connexion that UNCTAD resolution 42 (III) ursed that the domestic insurance
markets of developing countries should cover the risks gencrated by the economic
activities of the countries concerned, including their foreign trade. On the basis
of this initial text, a second resolution (9 (vI1)), adopted by the Committee on
Invisibles and Flnanclng related to Trade in November 1975, reccommended that
developing countries should adept "such measurcs as are suggested in the study

[on marine cargo insurance submitted to the Committee by the UNCTAD secretariat]

ag may be appropriate in their individual circumstances". The measurcs in question
were designed specifically to ensure that imports were insured on the local markets
of developing countmies wherever that was technically possible., The representatives
of the developed countrics, in accepting this resoluticn, "agrced that restrictive
measures in developing cocuntries could be justified for a limited period of time,
until the domestic insurance market had had time to build up and was in a position
tc compete on an equal footing with insurers in developed countries". l;/

47.  In accordance with this strategy, the Govermment of Nigeria has decided that
all gocds imported into the country must be insured with firms licensed in Nigeria
and that all letters of credit or similar documents issued by banks or credit
institutions with regard to such goods are %o be on a C & F basis only. It has

been pointed cut that the beneficial effects of these mcasures will not be felt

in full until the chronic bottlenecks at ports of entry have been overcome. Reports
show that congestion in recent years continues to involve considerable losses, and
that if this situation does not improve, firms operating on the national market

may face substantial difficultics. However, the more active involvement of Nigerian

11/ Sce TD/B/S90, para. 128.
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undervriters in transport insurance may, through co-ordinated cofforts on the part
of insurers and port authoritics, lead to vessels being loaded and discharged more
efficiently, as well as to varicus measures of contrcl,  Steps.of this kind would
definitely reducce losses and cnable local insurance firms to operatc meore
satisfactorily.

48, In the Peoplefs Republic of the Congo a government order which tock effect in
November 1977 makes it cbligatory for all imported goods to be insured with the
National Insurance Corporation.

49. In Tunisia the Government has asked public enterprises which negotiate on
foreign maritcts to ensure that the contracts which they conclude with their foreign
partners provide for 50 per cent of the goods carried under the contract te be
insured with Tunisian companies.

50. In the United Republic of Cameroon rcgulations have been introduccd to
strengthon the legislation on local insurance cover for imports and construction

risks.

51. In Syria the legislation on compulsory local insurance of imports has been
supplemented by more stringent conditiocns concerning the choice of the vessels on
which import cargo is to be carried. The vesscls concerned must offer certain
guarantees, particularly of scaworthiness, and will thercforc cntzil fewer risks

for cargo and underwriters. The provisions in question stipulatec that chartered
vessels shall be not more than 15 yecars old and liner vessels nct more than 20 years

old.

52. In Chad goods must be Insured on the local market if the person falting cut the
insurance is reosident within the meaning of the General Taxation Code.

53. It is thus gonerally apparent that many developing countrics arc maling groater
efforts to reserve the insurance of their imports for the national market. Scne

30 develeoping countrics at present cmploy this strategy, but recently it scenms to
have been questioned in certain developed countries which arc major exporters of
manufactures. The American Institute of Marinc Underwriters, for instance, has
complained to the United States Govermment about what it describes as oxorbitant
cbstacles and restrictions to United States trade. Although this complaint is

not directed specifically against devcloping countrices (the main target scems to be
the European partners of the United Statecs, both Western and Eastern), it may turn
cut to have glcbal repercussicns.,

54. Other dovcloped countrics pursuc a different course: while recognizing that
local insurance of imports is a justifiable strategy, thoy scek dispensations in
favour of their own underwriters when granting developing countries soft-torm
finance or preferential credits. In regard to Irance, for cxample, it has beon
stated that "insurance commected with the performance of contracts which involve
proforential credits granted by France should be underwritten on the French marlket,
The Department of Insurance and the Department of the Treasury have worlced out a
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clause for insertion in financial protocols or financial implementing conventions
concluded with countries which receive credits of this kind., The clause provides
that contracts financed under the proteccol in guestion are to be invoiced at the
FPOB-price, but that if the insurance is handled by a French company it may be
financed through Treasury loans or guaranteed private credits. This clause appears
in the financial protocols concluded with nearly all the countries which negotiated
preferential credit agreements with France in 1573, including Bangladesh, Morocco,

Brazil, Syria etc.". 12/

55. Some developing countries have resorted to different measures from those
described above by seeking to open their markets to new forms of insurance transaction
either involving cover for risks previcusly insurable only abroad, because the cover
was not available locally, or representing new needs., Several countr:l.es have studied
not cnly the question of catastrophe cover, and particularly earthqualce cover, which
will be dealt with at the end of this chapter, but also other forms of insurance
likely to meet the genuine needs ¢l the population and a2t the same time help the
national insurance market tc expand its turnover. Details on this subject are

given below.

56. In at least two countries (Argentina and Brazil) "protection and indemnity™
insurance, which basically covers certain hull risks and shipcwners' third party
liakility, is now placed on the naticnal market through specialized insurance
firms, Previously this insurance was mainly provided by mutual associations
ocperating in the world's maejor insurance and shipping centres.

57. In India there has been noticeable progress with cattle insurance. National
companies are now examining the possibility of issuing a comprehensive policy which
would cover all farmers' property against miscellaneous risks at a very low premium
within the farmer's means,

58. In Thailand, where the Government has introduced a special form of insurance
for cotton growers, it has been decided to extend the cover to cther crops of
particular interest. Private insurance firms will probably be involved in this
scheme.

59. In the Tnited Republic of Camcroon occupational accident and cccupational
disease risks, hitherto handled by private firms, have been trangferred to the
National Soc:.a.l Welfare Institution, which is the country's social security agency.

60. In Malaysia an institution %o cover export credit risks has been set up by
insurance firms and banks asscciated with State intercsts.

6l. In the Philippines, the Philippine Crop Insurance Corporation was established
in 1978, Its object is to cover agricultural risks of natural crigin and
agricultural diseases. For the time being cover is confined to rice-growing; it
is compulsory for farmers who benefit from State-supervised credit programmes and
optional for other farmers, but in the latter case it is subject to inspection of
existing plantations, which is undertaken by government experts. Cover will not
extend to losses that were avcidable or due to negligence, bad faith or fraud on
the part of the policy-~holder or members of his immediate circle.

12/ L'Argus, Paris, 9 April 1576.
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62. The need to widen the field for national insurance activities by adapting them
to the specific regquirements of develcoping countries is frequently thverted by the
fact that technical results are not predictable enough and that losses may reach
serious proportions. Consequently, the process of .cXpansion often -has to be
accompanied by measures to limit or prevent losses. Many countries are taking
determined steps to deal with loss prevention, in particular in comnexion with fire
and marine insurance. Details of new developments in regard to loss prevention

are as follows:

63. In many Gulf ports, the customary bottlenccks have cased becausc of restrictions
on the time for which goods can be warchcused. At Port Rashid, in Dubai, the free
varchousing period has been reduced from 20 dzys to 10 and the customs authorities
auction goods left uncollected after six months (instead of one year), At the same
time, the measures which continue tc be adopted to improve facilities and capacity
at the ports in question, should solve the problem of the ecxcessive losses suffered
hitherto.

64. Special prevention measures have also been taken in Venezuela, where insurance
firms are now required by presidential decree to grant rebates of up to 40 per cent
of the tariff premium to policy-~holders who have complicd satisfactorily with the
special directives concerning fire prevention and protection of buildings. Thesc
directives also lay down conditions to be met by risk surveyors. According to
reports, particular attention is being directed to loss prevention in commexion with
earthqualke risks, especially in the area comprising the Venezueclan capital, whexre
insurers face aggregate risks of some 42 billion bolivars.

65. In India the country's underwriters have set up an autonomous body, the

Loss Prevention Association of India, whose principal objects are to prevent and
minimize losses, The information available points to highly satisfactory results
in this field, due to information campaigns directed not only at the general public
but above all at the various bodies dircctly concerned. Agencies of the Cargo Loss
Minimization Department have also been oponcd in scme Indian ports. A seminar on
loss prevention inveolving 200 participants was held at Bombay in 1977.

6. In Morocco the National Road Accident Prevention Committee has been set up to
reduce the frequency and scriousncss of accidents and thereby help to overcome one
of the major cbstacles to the expansion of the country's insurance industry.

The objects of the Committce are: (a) to study and proposc measures of all Liinds
to reduce the number of road accidents; (b) to participate in educating the publics
and (¢) to malke materizl available to departments responsible for road safety.
Variocus ministrics and private circles dealing with prevention gqueostions are
rcepresented on the Comnittee. The Committec's resources come mainly from a levy

on ‘motor insurance promiums and from budgetary subsidies. 13/ o '

67. In the spherc of natural catastrophe risks, and particularly carthquake risks,
an important meeting was convened by UNESCO in collaboration with IFIDES and the
Autonomous National University of Mexico at Cocoyoc in Mexico in December 1978, The
purpese of the meeting was to bring together scismologists and insurance cxuports
with 2 view to a broad discussion of eccnomic losses caused by carthguakes and an
analysis of the role of insurcers in proteeting victims. The problem for insurers

is to asscss the potential loss, which is a preregquisite for fixing adequatce premium
rates. An additional problem is to determine how much the probable and pessitlc
losses will amount to over a given period, in corder to arrive at an estimate of the

13/ See UNCTAD docunent TD/B/C.3/162, on loss prevention,
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total riskxs which insurers are obliged to reinsure. These calculations neccssitate
an estimate of probable seismic intensity and its effect on damage fto insurecd
buildings and their contents.

8. Cther aspects of insurance against major catastrophes, particularly earthqualkes,
condern the actual structurce of the insurance marlkets in those developing countrics
which arc most exposed to losses of this kind. The questicn here is whother these
markets are organized in such a way that they can offer the nccessary safeguards
without becoming cxcesgively dependent on the world reinsurance market, which is very
" reluctant to accept risks of this sort. The cxpert meeting mentioned zbove found

no conclugive answer to this question but decided that cxisting rescarch should

continue.

69. In addition, the meeting recognized that an enormous amount of potential busincss
remains to be tapped (statemonts werc made to the effect that property insurcd

against carthquakes does not on average excced 5 to 7 per cant of the total property
liable to destruction in developing countries). This could partly be duc to
Cinsurers' very limited capacity for absorbing risks by comparison with the potential
nagnitude of disasters causced by scismic phenomena. Possible solutions seem to call,
as 2 matter of priority, for greater co-operation among developing countrics exposcd
tc rigks of this kind, the ncgotiation of terms for spreading these risks at world
level, and the invelvement in this process of hitherto undercxplored sources of

cover,

T0. At an intcrnational seminar of insurers decaling with a closcly related subject,
held a few menths later at Manila in the Philippines, it was suggested that the
United Nations should be entrusted with the management of an intcrnatiocnal pool *o
handle the risks in questicn. This proposal applied to natural catagtrophes as a
whole and not only to earthquakes, but the attontion of insurers was ccncentrated
on the latter., Emphasis was placcd once again on the present unsatisfactery spread

of premiums and losses gcographically.
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Chapter III. Measures concerning the solvency and technical and financial
manazement of insurance enterprises

71, As in the past, the Govermments of some countries are making a special effort
to rationalize and strengthen the national insurance market through legislation on
the activities of enterprises and the conditions under which they operste. The
comments on this subject in the document ccvering the pericd 1375-1976
(TD/B/C.3/141, para.l6) apply to the period 1977-1979 as well. Strengthening of
the financial and technical capaciiy of enterprises, protection of peolicy-holders
and wider powers for supervisory authorities are some of the measures involved;

in certain cases they have necessitated z camplete overhaul of the legislation
governing supervision of the national marlcet. This is the case in Bolivia, for
example, In cther countries, amendments to certain parts of the existing
legislation in ordexr to adapt it to continually changing situations and problems
have sufficed.

T2. Legislative activity has continued tc centre on the question of the calculation
and creation of technical reserves and the investment of insurance funds. Changes
in existing legislation also reflect the desire of supervisory authorities that
insurance funds should simultaneously protect policy~hclders and mske available to
the national economy the savings generated by insurance. In this cormmexion, there
is a tendency towards new legislation that requires investments to be more widely
diversified, This is not only a safety factor in itself but should zalsc help %o

stimulate the economy.

73. As mentioned above, a new insurance law was enacted in Bolivia in June 1978,
Financial safeguards are the subject of special measures; the law prescribes that

a ratio of at least 15 per cent must exist between the aggrezate of capital and
capital reserves (minima for which are to be established in the implementing
regulations to the law) on the one hand and production (net premiums) on the other.
As regards the financial safeguards represented by technical reserves and their
investment, the new legislaticn does not differ in essentials from what is in

force in many other countries, but special rules apply tc provision for unexpired
finance risks, Other financial topics dealt with in the new law include

outstanding premiums; in some countries this item reaches considerable proportions
and premium arrears are so widespread as to cause major difficulties and affect

the financial stability of enterprises. The new law provides: (a) that outstanding
premiums shall not be treated as agsets and placed to the technical reserves;

(b) that the time-limit for payment, to be prescribed later by regulation, shall not
in any circumstances exceed 180 days; and (c) that outstanding premiums shall not
exceed 25 per cent of annual production. Any excess must he covered by an
appropriate reserve shown in the balance sheet as a liability. This is probably
intended to discourage insurers from using premium payment periods as a commercial
means (practised all too widely) of making their product mere attractive to customers.

74. The new law also provides for certain technical means of ensuring the financial
stability of enterprises. It stipulates in this respect that their total retentions
(i.e., the proportion of eack risk that remains with the enterprise after deduction
of the amount which is reinsured shall be between 1 per cent and 10 per cent of the
aggregate of their paid-up capital and capital Teserves, Parit of the amount
reinsured (the minimum will be laid down by the government) must be ceded to the
national market, Also, the ingurance supervisory authority may taice steps to
prevent overretention by enterprises, which might jecpardize their instability, or
under-retention, which would simply make them intermediaries for reinsurers. This
procedure ensures that underwriters discharge their proper function in covering risks
but without their financial results being affected too unfavourably.
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75, Other gquestions which the law deals with in regard to operation of enterprises
and supervision of -intermediaries include "the objects and fumciions of the
superviscry authoriiy® {"Fines v atribuciones de la Sunerintendencia), The
authority is established as a public body which enjoys independent legel perscnality
and administrative autonomy and is regponsible for supervising, requlating and
ingpecting insurance and reinsurance snternrises, intermediaries, auwxiliaries and
ingurance Iransacticns tal Bolivian territory. The authority is placed

under the control of the Ministry of Finance,

76. In Cman a law on insurance companiss was enacted in March 1979. The conditions
now required for doing business as an underwriier include a2 minimum capital and

a minimum deposit for national enterprises, and a deposit of 150,000 oxr 300,000 rials
for foreign companies wishing to handle one or mores classes of insurance
respectively. In addition, foreign enterprises must reinsure at least 15 per cent
of their business with one or more naticnal companies.

77. In Papua New Guinea the question has arisen of regulations which would amend
the 1974 Insurance Act so as to provide: (1) that the principal officer of an
insurance enterprise has a power of attormey authorizing him to act on behalf of the
wnderwriter or broker employing him; (2) that the underwriter or the broker has

a principal office in the country; (3) that all investable funds ars placed
locally — in the case of insurance enterprises, the sums invested may not be less
than 40 per cent of the net premium income; (4) +that original documents and
reccords required for the preparation of statutery accounts and reports are kept In
the country; and {5) that all policies are henceforth issued locally. On the
other hand, there is no questicn yet of extending insurance legislation and
supervision to life enterprises and 1ife transactions, The press has recently

pointed to the evident gaps in the law. _1_4/

78. Also in Papua New Guinea, there have been new provisions regarding the
activities of insurance intermediaries. Every intermediary rust now have an
egtablishment in the comtry.

79. In Malaysia the insurance law has undergone scome important changes. In the
first place, all insurance firms {with the exception of life enterprises) must
maintain a solvency margin of 15 per cent of the premiums underwritten the previous
year, but of not less than 1 million Malaysian dollars. This conditien is to

" cperate from 1979 onwards, The Goverrment hopes in this way-*to be able to
consolidate the maricet; small enterprises which cannot find the necessary additional
capital will be obliged to merge with larger ones. The result may be fewer
enterprises, which in turn would lead to a more satisfactory development of the
naticnal market. FFurthermore, the insurance supervision department has been
gtrengthened in order to keep a stricter watch on the financial situation of
enterprises; it has discouraged them from investing in speculative assets such

as investments on behalf of subsidiaries or in companies in which particular
directors or managers have an interest. The same applies as regards unsecured
“leans: ~Moreover, frocm December 1978 crwards, the share of investiments to be made
-In federal Donds has been. fized gt 21 per cent and is to be increased by 1 per cent
per ammunm, rising tc 25 per cent in 1982, The efforts of the naticnal authorities

~

14/ Best's Review, January 1379.
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to ensure the solvency of enterprises have extended to the solvency of the naticnal
market as a whole, Thus a guarantce fund has bcen set up in order to cover payment
of up to 90 per cent of claims to policy-holders whose insurance company has gone

bankrupt. Insurance entcrprises will contribute 1 per cent of their income to the

fund,

8C. VWith regard to ccmpulsory provision for ceriain special risks, Guatcnalsz
requires net reserves, less reinsurance, tc be created for carthquake insurance.
These reserves must be added to those from preceding years, without any linit as to
amcunt, This mecans that they will not be treated in the normal manner whercby
technical reserves in existence at the end of a given financial year arc withdrawnm
at the end of the subsequent financial year and replaced by new commitments calculated
at the time the balance shcet is drawn up. Without doubt this is because earthquaice
risks are considered to have a periodicity which prevents a single financial year
from being used as z satisfactory basis for judging results. A furthor stipulation
ig that the cumulative reserve may only be used for settling the claims for which
it has been set up and not until usc has been made of all indemities paid under
current rcinsurances.

8l. In the Philippincs scveral amendments were made to the Insurance Code in 1978,
mainly as regards the internal organization of local insurance companies. For
cxample, nc one may be a dircctor or manager of an insurance company and of an
adjustment firm at the same time. A4lso, insurance companies may not hold shares in
adjustment firms nor may the latter hold shares in insurance companies. Othex
measures, dealt with in a separate chapter, concern minimum capital, dceposits and
the intervention of the supervisory authority when enterprises are liguidated.

82. The facts menticned above have been accompanicd by changes in a few countries
in regard to the conditions to be met by persons entitled to compensation under
thirl party motor insurance. For instance, the no~fault system now operates in
the Philippines; up to a certain figure, claims are pald without thore being any
nced to establish whether the policy~holder was liable for the accident. This
gystem does not, however, apply to death or bedily injury. This is a compulsory
form of insurance and has been entrusted to a pool of insurance companies.

83. Without listing all the countries in which changes in the required amount of
capital have taken place, menticn should nevertheless be made of the Fhilippincs
because of the importance of the change involved; the minimum paid-up capital is

to rise from 2 million tc 5 million pesos. In addition, the Govermment is authorized
$0 order further incrcases in order to ensure that the minimum capital "would
reagonably assure the safety of the interest of the policy-holders and the public”,
Incrcases in cash assets and statutory deposits have also been prescribed for mutual

- associations and companies respectively in order to bring them into line with the

new conditions imposed on local joint stock companies. Reinsurance enterprises

must also raise their paid-up capital, from 5 million to 10 million pesos. The
capital investment deposit, consisting of State bonds which must be lodged with

the supcrvisory authcrity, has been reduced in relative terms (frem 50 to 25 per cent
of the minimum capital) but increased in absolute terms because of the inercase in

capital menticned above,
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84, In some countrics the supervisory authority is intervening more decisively
when the financial situation of an enterprise gives cause for anxiety. This is
particularly so in the Philippines, wherc an amendment to the existing legislation
stipulates that the supervisory authority is empowered to propare a scheme of
liquidation immediately an enterprise is in difficultices, and that the scheme will
take effcet from the date of its approval; the idea is to prevent the liguidation
procedure from being hampered by tedious and protracted court iitigation. The
decision of the supervisory authority is final and cxecutory. The company affected
may nevertheless apply to the court for the decision to be stayed, but it will then
have to show convincing proof that the decision was arbifrary and taken in bad

faith.

85. In Chad legislation enacted in 1977 on the organization of the country's
insurance industry provides in particular for the campulsory comstitution by
insurance enterprises of a guarantce reserve of not less than 20 per cent of their
capital., This rescrve ceases to be compulsory when the aggregatc of the rescrve
and the paid-up capital reaches a certain percentage (to be determined by the
Minister of Finance) of the average amount of claims, settled or outstanding, in the
preceding five financial years. In addifion, the capital of an enterprise must be
1C0 million francs CFA instead of the 80 million previocusly stipulated. The new
legislation alse requires insurance enterprises to attach to their licence
application a schedule of their main Investment proposals for the succeeding five
years., The legislation prescribes the methed of constituting and investing techmical
reserves, particularly for unexpired risks and ocutstanding claims. The gross amount
of these reserves (without deduction of reserves relating to ceded rcinsurance)

must be invested in Chad.,

86. In Thailand the insurance law was amended in 1977. The main changes relats
to the methed of calculating enterprises' technical reserves or provision,
investment by enterprises and licensing of insurance agents and brokers. They also
include the introduction of a code of conduct, which should expedite claims
settlement, as well as revised methods for evaluating the assets and liabilities

of supervised enterprises. Among other things, the new methods should facilitate
assessments of the growth of insurance enterprises and its comparison with overall
national economic development. The scolvency margin of enterpriseswvas also increascd
in 1978. Finally, the structure of the govermment ageoncy for supervising entorprises
was modified, the former insurance office attached %o the office of the Under-
Secretary, Ministry of Commerce, being replaced by a scparate department of the
Ministry of Commerce headed by a Director-General.

87. Also in Thailand, it is now compulsory cither to talke out third party insurance
for motor vehicles or tc deposit a specified sum with the superviscry authority as
gsecurity for any payment of compemsation. The regulations on investment have been
amended to enable insurance enterprises to diversify their asscta. The supervisory
authority has issued new rules for calculating unearned premium resorve, based on
what is called the "1/24th" method; this is more detailed than the one normally
used, which is based on a fixed percentage of amnmual premiums, '
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88. In Tyrinidad and Tobago the Government i1s preparing a new law zimed in
particular at: (a) increasing enterprises' own funds to permit higher retention
capacity and improve solvency; (b) introducing the principle of prior licensing

of insurance intermediaries (in future they must have a suitable degree of technical
knowledge); (c) extending the powers cf the supervisory authority to enable it to
intervene in the conduct of business by enterprises whenever their situation warrants
and before it becomes critical; (d) reviewing the investment policy of enterprises
{by allowing them greater flexibility of investment without prejudice to the securisy
of policy-holders and by controlling investment in subsidiaries and associates);

and (e) making it compulsory for enterprises to submit accounts to the supervisory
authority reflecting their annual position both financially and technically {(sross
premiums, ceded and accepted reinsurance, categories of investment, etc.). The new
law will also establish the conditions of ownership of enterprises, 51 per cent of

whose shares will have to be in local hands.

8%.. In Argentina the superviscry authorities have studied the problem of premium
arrears, which in many other countries seriously hamper market development. Under
the existing rules the insured has 45 days in which to pay the premium after the
issue of the policy or, if he elects deferred payment, he may pay within five months
free of interest. In practice this time-limit is extended further, so that the
ingurer is not paid a large part of thie premiums until the second half of the annual
period of cover, In a country like Argentina, where anpual inflation exceeds

50 per cent, the consegquences of these delays for enterprises are serious and
distort fair market competition. Solutions to this problem are being sought in
particular through the bLanks. Thus, in line with the decision taken in Brazil,

it is proposed that policies should not take effect until the premium has been
deposited with an Argentinian banlc, Policy-holders wishing to defer payment of
premiums would then have no alternative than to seek a loan from the bank concermed:
and pay interest on it.

90. Alsc in Argentina, feollowing a decision of the supervisory authorities, tariffs
have been cut, in some cases drastically: 50 per cent for fire insurance and

15 per cent for transport insurance. The authorities consider that these reductions
{which have becen approved by the National Reinsurance Institute) are unlikely to
affect the solvency of enterprises and that they will encourage underwriting of new
business cn the national market. Also, a new régime for investment of reserves and
censtitution of deposits entered inte force in August 1977; it provides inter alia
for insurance enterprises to invest at least 20 per cent of their reserves for
non~material losses in indexed mortgage certificates,

91. In Afghanistan legislation is to be enacted in the near future providing for
compulscry insurance of third party motor risks and transport of govermment-imports,
but not of goods imported under grants or imported by private entities and financed
by letfters of credit. The fire insurance of State~owned buildings and all indusirial

cnterprises will also be compulsory.

92. In Egypt a new building law requires that contractors shall hold an allw-risks
insurance policy providing cover for a period extending from the time of demclition
and construction until the end of the execution stage or the expiry of the guarantee
(10 years after cxecution). This applies to all building overations of

10,000 Bgyptian pounds or more in value., The building permit will not be issued
‘miess this condition has been met. The Dgyptian fAeinsurance Company manages the
pool formed for the underwriting of this insurance. 4 similar insurance obligation
applies to third party liability arising from loss or damage attributable to use

of 1lifts.
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93. In Morocco the entire motor wvehicle insurance system has been reorganized on

the following basis: (a) merit rating: rating will depend not only on the use and
power of the wvchicle but alsc on the age of the driver, how long he has had his
driving licence, his previocus accident record and the age of the vehicle:

{v) penalization of bad drivers: the premium increase can be up to 100 per cent of
the basig premium; drivers who have not caused an accident will receive a rebate

of up to 30 per cent of the basic premium; {c) adaptation of tariffs to
cogt—of-living increascs and the price of spare parts: the 1973 Tarifif has been
increased by 30 per cent to take account of rises in this respect; () other
accident prevention measures, including the wearing of a safety belt. Wention may
also be made of the fact that some countries (including Morocco), have revised their
requirenents for the accounts that enterprises must submit to supervisory authorities.
The aim is to achieve greater transparcncy of enterprises' assets and commitments.

In Morocco it is explained that the new requirements are based directly on the
recormendations of UNCTAD (resolution 42(III)) with regard to insurance statistics
and the need to harmonize them at the intormational lovel {United Nations publicationm,

Sales number E.72.II.D.9}.

94, In Tunisia a new law relating to the Tax Code allows sums placed by insurance
cenpanies to technical reserves to be deducted from taxable profits, provided the
regerves are calculated in conformity with the insurance legislation and are duly
represented on the assets side of the balance sheet by figures approved by the
Minister of Finance. The representation of guarantee deposits and technical
commitments of insurance enterprises is governed by an order of the Minister of
Finance of 21 August 1979 introducing ceortain innovations by comparison with the
old 1959 text, for instance as regards the deposit of securities for guarantec
purposes and the representaticn of technical commitments.

95. The increases in capital required by the superviscry authorities of some
countries have a very direct impact on concentraticn of enterprises and market
congolidation. One of the most strilkking examples is Brazil, vherc a substantial
increase in minimum capital has been imposed. The minimun capital has risen from
7.5 million cruzeiros (roughly &US 433,000) to 30 million cruzeiros {or 20 million
cruzeiros for enterprises whose activities extend to the provinces). It has been
reported that, as a result, 40 of the 96 insurance enterpriscs operating on the
market will not fulfil the necessary conditions and will be obliged cither to
withdraw from the market or merge with other enterprises. The new requirements are
acconpanied by the obligation to constitute rescrves for unexpirced risks on a basis
of 40 per cont (not 30 per cent) of premiums written.,

96, In Guatecmala the supervisory authorities have tabled a bill aimed in the first
place at regulating the bankruptey of insurance cnterprises, and in the second at
providing a proccdurc for administrative and judicial liquidation which would involve
the supervisory auvthority and be more flexible than the procedure under the general
provisions of the Code of Civil and Commercial Procedure.

97. In Colombia reserves for uncxpired transport risks will henceforth be calculated
on a basis of 40 per cent of the net premiums for the scecond half-year. Enterprises
are alsc authorized to establish a special reserve for this class of insurancsa,
varying frem 20 to 40 per cent of the net premiums for the sccond half-year, by way
of provision for accidents attributable to natural catastrophes and for incurred but
non-reported claims, The advantage of thesc measurcs for enterprises is obvious in
view of the fact that the reserves thus constituted are deducted from book profits

and hence from tax.
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PART TWO: DEVSILOEEITS I EEINSURANCE

Chapter I. Reinsurcnce measures, with narticular refersnce t
neasures to increcse retention by local markets

98. " A numher of the measures described in 1art I of this docume t anireciably
affect the retention covocity of the couniries adonting them and lessen their
denendence on forcirm reinsvrence. Thig is marticularly true of meosures

relating to restruciuring of nerlketls, nerliet concentration, increcsed turnover
and greater solvency oI enternrises. fLs indicated in the TNCUTID siudy entitled
"Reinsursnce nrohlans in develonins countries', ;g/ 1l such measures are

eimed 2t strensthening enternrises onherating on the mcrlket and at eliminating
the wezlest coong them, nenely those which cannot shouvlder the normal risks
arising from their acitivities '

0. Socme of the neasures described in the preceding chapier rey, on the other
hend, lead to an incresse in cessions of reinsurance to foreign cowmiries and
hence to the meore active intervention of foreisn reinsurers in national
business. '[This is tiae czse, for exammle, with nmeasures aimed at the brozder
participation of the national marlket in the coverage of certain nationel rislss,
in particular major rislis and marine risks. Obviously, if $iae netional mariet
henceforth deals locally with cases which werc previously ¢overed abroad, the
volume of direct ~remivms will increase, but the volume of forcign reinsurcnce
ney also incrcase. The value of the measures in quesiion nevertheless lies in
the fact that the former incyease should normally be larger than the letter.

In any event snecial mechanisms need t¢ be established. Ilost of the fcllowing
paragriphs are intended to highlisht mechanismg of this tyme which have been
established during the rericd under consideration,

100. In llorocco vhe retention of o larse number of rislis vhich were formerly
reinsured abroad hos increased considerably throuch the onrerztion, in
Casaoblancz, of the "Dourse d'agsurances” (insurance exchange), to which all
mejor national rislts are submitted. These risiis concern the fire, engineering
and marine brenches in »erticuvler. The exchange distributes business in these
branches to Moroccan companies in nroportion to declared wndervriting capacity.

101. In Chad <the following oneraiicns are subject to the nrior authorizetion of
the Illinistry of Finance: (&) eny co-imsurance omeration conducted with foreicn
commanieg, authorization heins given only if the local comneny which hos issued
the nollcy sives ovidence that insufficient canacity exists on the national
mariet; (b) any reinsurance arrcngenent emtered into with a foreign compair
which gives rise to the cesgion of nreniums in excess of 50 ner cant of the
initial prenivms undervritten in Chad., The »urnose is to ensvre thht ¢

merket ig involved onr a mrioril; basis cnd vhat foreign reinsurenee is used only
for rislis exceeling the capacity of the entermrises existing on the national
marizet,

Ty

-~ secl
the loccl
k|

102. In the Philiwnines the »residenticl decree of December 1977 establishing
the Natiomal Reinsurince Cormoration of the Thilinnines (o which reference will
be made later) invites nationzl insurance enterrrises to nlace 10 per cent of

3/ D went T /BA0. /1006 av, ]
15/ Document TH/3/0.3/106/Tev.1.
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their reinsurance treaties with the nev instituticn. In addition, in Novemher 1977
a circular issued Ly the sunervisory authorites called on all insurance .
enterprises to increzse their retention capacity and to give nreference in '
their dealings o reinsurers cmerating in the FPhilinpines, unless they can shov
that other reinsurers cede vo them, on & recinroczl basis, an equivalent share

of their own reinsursnce huginess (retrccessions}. This equivalence is mecosured

in terms of profitehility rasher fthen volume of wremiums., With regard to life-
insurance enternrises, the supervisory authorities permit reinsurance abroad only
for risks exceeding specific levels (1.5 million nesos for normal ris%s, with a
decreasing scale for aggravated risks). In general, reinsurance abroad is
permitted only if evidence is given of the inzbility of the naiional mariet to
abgsorb the risks in question. In any event the various measures talten have
_resulted in a decrease in premiums ceded to foreipgn countries, ILostly, reinsurance
brokers are required o insure thenselves by means of an Yerrors or onmissions!
(professional liability) policy before they can receive a licence to do business.

103. In Nigeria enterprises have to submit anplications to the Higerion
Reinsurance Cornoration to nlace in 2 foreign country the share of reinsurance
exceeding the mendatory 20 ner cent ceded to this nationsl reinsurer, wvhich has
first refusal of the 80 per cent remaining ofter the mandatory cession. This nev
development is regarded as having narticular immortance in the context of the
African country south of the Scharz which has the largest insurance marlet and,
furthermore, appears to have the most ranid rste of development.

104. In Indonesia control by the sumervisory authority over all reinsurance
arrangements has been strengthened. The purpogse of this development is fo
implement more effectively 2 1959 provision that risks situated in Indonesiz may
be reinsured abrosd only up tc 2 maximum level of 25 per cent. The excewntions
concern risks which the local market is unable to retain. The increases in
minimum capital in 1977 (see nart one of this renort) are also aimed =t increasing
the retention capacity of the netional market as a whole,

105, In Sri Lanlta efforts have bheen made to chenge the procedures for reinsurance
treaties concluded with foreipgn reinsurers., The icea is to adopt "excess-of-loss"
formulas which are nore economical and offer nationel insurers neximun security.
These formulas have not, hovever, completely replaced other more traditional
methods for certain large risks and specicl classes of insurance,

106, Attempts have been made by some developing countries to admit international
reinsurance. In Ponzma a nevw law on reingsurance enterprises vas nromulgated in
1976 and has entered into force. It provides for special authorization to carry
on reinsurance business in Panama, wvhetlher ag a reinsurance enterprise or ag an
intermediary.  Vith regerd to entermrises, the authorization mey be "general", which
permits reinsurance of risks situated in Paname or elsevhere, or "internationcl",
which limits operations to rislis situated atroad and to off-shore business.
Autheorizetion is also necessary for enteynrises vhich administer reinsurance nools
or consortia. These enterprises act on behalf of several companies and must have
capital and reserves equivalent to thiose required of reinsurance enternrises.

The minimum required capital is 3250,000, with o reserve of at least 35 per cent
of net premiums; an excention is made in the case of the transport and groun life
branches. In addition, enternrises are required to estahliish a legal regserve of
C.25 per cent of the reingurance nremiums underwritten annually,
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107. The nev Ponamanian lav seems to aim essentially at the domiciliation in

Tenama of certain comnanies whose activities are very widely dismersed in geographical
terms. To this end it is stipulated that the nrefits derived from -the reinsurance

of risks abroad are exempted fron tax. If is alsc provided ithal reinsvrance brolers
and enterprises shall not do business with direct insurance brolers in Donane in
regard o the placing of nationel risks, and that the iztter shall not hold gharecs
in reinsurance enternrises or reinsvrance broking firms. The new law should resul
in the development in Daname of 2 resistration centre (rather than 2 marlzet), owing
to fiscal and monetary advantages and favourzble regulations. These advantages
have been extended to foreirm risks which the reinsurance enternrises nretected by
the lav may henceforth accept directly (in other words, what is involved is no
longer reinsurance, bui direct insurance). Fress reports indicate that many
international insurance and reinsurance groups have already talten steps to benefit
from these advantages.

108. In Singapore snecial authorization is henceforth necessary for reinsurance
companies wishing~ to operate in that country. In this connexion, it will be
recalled that Singapore is an inmportant international centre for reinsurance
business and that the majority of enternrises which have offices there - or in

any event the most important of them = do not seem to be of direct concerm o
Singepore. The same is true of the origin of the business handled there.
Singapore is more in the nature of an off-shore reinsurance centre similar to

the Panamanian maritet. In this context the Government has decided 1o limit to

10 ner cent the tax on income derived from cff-shore reinsurance underwritten

in Singapore. This measure will talke effect for new business underwritten as fron

1980.
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Chapter II. Lstablishment of new reinsurance enterprises and measures
concernine existing enternrises

109. .In Fiji national insurers, encouresed by the Government, have decided te
establish a reinsurance eniernrise. Local sources state th;t this enternrise
will save Fiji about 56,0 million a year. The enterprlse begen operations in
July 1978 with a naid-up canital of 3500 0CC., The shares cre owmed by the

Government (20 per cent), insurers registered in Fiji \CO ser cent) and

miscellaneocus shareholders end major broking and finance firms (20 per cent).

i

110, A similar develowment is reported in Trinidad snd Tobaro. The newly
established comnany exnects to receive, on a non-obligatory hasis, 5 ner cent
of all direct vusiness underwritten by naticnal enterprises.

11l. In Thailand too insurance enternmrises established in the country have
nromoted the creation ¢f the Thai Reinsurance Corporation, which has a canital

of 30 millicn baht. It is stipulated that no sharehclder mey hold more then

5 per cent of the shares, so as to permit the broad marticipation of all insurance
enterprises and to provent z single enterprise from wielding excessive influence.

112. In the Philinnineg the National Neinsursnce Corporation was established by
nresidential decree in 1977 and has been appointed to he the national shareholder
in the Asian Reinsurance Corporation (see wara. 133).- By the same decree all
companies on the national merket are required to cede to the new company "at
least 10 ner cent of all new reinsurance placed which would be otherwise cutward
foreign reinsurance'. The cessgions concerned will be effected on the legal and
economic terms applied in existing foreign reinsursnce ireaties. The companies
cnn the national merket therefore suffer no harm as a result of their cessions to
the new reinsurer. In this connexion, it has been stated that the Nationel
Reinsurance Cormoration will become the instrument vhich will nermit the higher
national retention essential for the healthy growth of the insurance and
reinsurance market. At the same time, the Cornoration must be able to use
regicnal retention canacity, through its participation in regional or intermational
co-operation or agreements in the area of insurance and reinsurance.

113, In Argentina the structure of the National Reinsurance Institute (INDER) has
been subgtantially modified by a law which enftered into force in Cctober 1977.

It is now =2n autonomous private-lav enterprise whose shares are ovmned by the 3State.
It is also reported that the Institute has made appreciable changes in the system
of retrocessions to national insurance companies, which now particinate tec a
greater extent in 21l business handled by IMDER. In a country where dependence on
foreign maricets is already very limited, the new system sheould lead to even greater
national retention, In additiomn, it may be noted that in Argentina the two largest
ingtitutions in the insurance and reinsuraonce sector (INDER and the IMational
Savings and Insurance Fund), which are 2lso institutions over vhich the State has
effective control, mzay now transact reinsurance business.

114. In the Republic of Korea there has been a similar develorment. The regulations
concerning business ceded abroad have been amended:; all comneniss ars now

required to reinsure themselves up tc a certain limit of their excess with the
Korean Reinsurance Company before nlacing the surplus abroad., In addition, as

part of the marlzet reorganization referred to in paragranh 12, the Korean
Reingurance Corporation has undergone a numver of structural changes. 1t has been
renamed the Korean Reinsursnce Company and is now owned by local insurance comnanies

and other nrivate interasts,
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PART THRIZS, HSCIONAL AMD INTEREEGIONAL CO-OPRRATION

 Chapter I. Institutional co-operation between national authorities. trade

.assocliations, etc,

-

115. Regional co-operation at the institutional level is based essentially on =z
number of more or less official beodies established in varicus regions and subregions,
bodies in which insurers and officials responsible for insurance matters in
developing countries meet periodically in order to exchange information on insurance,
discuss problems common to their markets, and from time to time adopt pertinent
resolutions. In recent years the scope of such consultations has widened to include

- interregional meetings and meetings involving the whole of the third world.

116. It was in this connexion that the lst Third World Insurance Congress was held at
Manila in October 1977. The Congress was convened and organized by the Goverrment of
the Philippines with the assistance of the Asian Institute of Insurance, and was
attended by several hundred delegates from 57 developing couniries and a large

number of observers, insurers and brokers from the major international centres. All
important matters concerning the insurance sector in the third world were analysed
and discussed and certain general guidelines were established. The Second Congress
will be held at Buenos Aires, Argentina, in March 1980,

117. Ancther institution which extends beyond the purely regional sphere is the

Federation of Afro-Asian Insurers and Reinsurers (FAIR) with its headquarters at

Cairo, which held two general assemblies during the period covered by the present
survey: the first was at Teheran in June 1977 and the second at Naircbi in

June 1979. The members of FAIR are Afro-Asian insurance companies; its membership
and influence are rapidly increasing and it can legitimately claim to be the
spokesman for the insurance world in those two continents. At its Nairobi meeting it
devoted particular attention to the question of marine cargo insurance and strongly
supported the view that the developing countries should insure their imports

locally. The next general assembly of FAIR is to be held at Manila in 1981.

118, With regard to regional and subregional meetings and other activities, the

sixth African Insurance Conference 16/ was held at Nairobi in June 1978. The matters
discussed concerned problems of the regional insurance industry, possible solutions
and future prospects. During the discussions on exchange contrcl and reinsurance,
mention was made of the concern of monetary authorities at the increase in the
resources spent on reinsurance placed outside the region. With regard to general
insurance prospects, it was suggested that an African pool for aviation risks be
established and that there should be jeoint placing for certain African shipping
fleets, Other subjects discussed included the economic and social impact of

' insurance in Africa and the African motor vehicle third party insurance card. 17/

119, In Latin America, the Latin American Pree Trade Association {LAPTA) held a
meeting on insurance matters at Montevideo, Uruguay, in July 1978. This was the
third meeting devoted to regional integration of insurance. It was attended by three
repregsentatives of insurance supervisory bodies from the region and more than

18/ See document TD/B/C.3/141, para. 90.
17/ See document TD/B/C.3/141, para. 84.
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100 representatives of the insurance industry. 18/ One of the matters discussed was
the promotion of a regional reinsurance market and growth in reinsurance transactions
within the region. It was recognized that there was a vast untapped potential in
that sector calling for a more active policy. Both the working documents of the
secretariat of LAFTA and the position taken at the meeting by the Government of
Bolivia were clearly directed towards such a policy, but the response to their
proposals was not clear-cut. It was suggested that member States should give.
detailed information on how far tThey could cede resinsurznce to other countries in the
region, that being a measure which 1t was thought might stimulate the exchange of
reinsurance business.

120. With regard +to third party liability for mector vehicles in transit in

Latin American countries, the proposal for a uniform insurance card found little
support. It involved a system similar to that recently set up in Africa, which has
already given positive results in other regions,; under this system, insurance taken
out in any one of the participating countries is considered to meet the requirements
for third party iosurance cover in all participating countries which the driver
visits. Those countries which have adopted the system favour it because it contributes
to the promotion of interregiconal trade and tourism. However, the meeting had other
views and emphasized the fact that some insurance markets would lose a considerable
amount of insurance husiness at present resulting from insurance policies taken out

by motorists in transit.

121. Other questions discussed included the problem of marine cargo insurance. The
reccmmendation of the meeting basically confirmed the policy of UNCTAD in this matter
namely that cargo should as a rule be insured in the importing developing country.

The study of problems concerned with export credit risk insurance led %o a
recommendation for the exchange of information and data on the risks and cperational
practices invelved, so as to facilitate a better selection of business and a reduction
in insurance costs; the establishment of a system of technical assistance for
countries with insufficient experience; and the possibility of reinsurance business
being exchanged among national institutions providing insurance cover in the

Latin American region. ,

122, In Africa, the International Insurance Inspectorate of African States (CICA) ;3/
held two meetings in 1978. The first tock place at Cotonou in January and reviewed
the main operational problems of the insurance markets of French-speaking Africa. The
second meeting was held at Abidjan in December 1978 and considered, among other
matters, the establishment of an inter-African motor vehicle insurance card, the
functioning of the Insurance Institute at Yaoundé and the statistical material used
in the member countries of CICA, Furthermore, with the asgistance of UNCTAD, the
Conference organized a symposium at Lomé, Togo, in October 1979 with the object of
establishing a motor vehicle third party liability insurance system more in keeping
with the requirements and capabilities of African countries.

123, The second meeting of ingurance commigsiopers £ Latin American countrties was
held at Buenos Aires in November-December 1979. At the first such meeting, held in
December 1974 under the auspices of UNCTAD and ECLA, it had been agreed to maintain

18/ This imbalance between governmmental and insurance industry representation
suggests that the meeting was concerned with co-operation between regional insurance
marliets rather than intergovernmmental co-operation. However, the fact that the aim
of the meeting was to orientate intergovernmental action by LAFTA and that
Governments did in fact take part makes its position somewhat difficult to judge.

19/ See document TD/B/C.3/141, para. 78.
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existing contacts and establish regular co-operation. Those aims were developed
further at the second meeting, vhich decided to establish an association of insurance
commissioners sc as to provide an institutional framework for co-operation. The
association adopted a programme of future work comprising (i) exchanme of information
on lerislation, methods of company reculation and maricets; (ii) analysis of
reinsurance trends, with the object of stimulating the exchanse of business among

the countries of the Latin American regicn; (iii) study of internmational transport
insurance; (iv} promotion of regional and subregional vocational training prograumes
in insurance,

124. There was continued co-cperation amons the supervisory authorities of the Andean
countries, gg/resulting in two meetings -one at Caracas in June-July 1977 and the
other at La Paz in September 1978. These meetings gave rise to the implementation of
several projects, including co-ordination and harmonization of statistics and
accountancy terminology, with the object of facilitating and improving the
supervision of the financial situation of insurance ccmpanies and of "using the
experience of each of the countries of the Andean sub-region to achieve better
supervision of the ratic of Iinsurance rates to claims, administrative costs,

. intermediaries commissions, costs and results of reinsurance and enterprises’
inveztments". The supervisory authorities also embarled on a study of costs of
reinsurance placed eixternally and the formulation of methods to reduce those costs

by increasing sub-regional restention capacity:; a study of possibilities of improving
vocaticnal training: and an analysis of ways and means of meeting the increasing
demand for agricultural insurance, export credit and transport insurance - a demand
which, il fully met, should have a beneficial effect on the foreirn trade of the
countries concerned.

125.In the Caribbean the working~ party on insurance set up by the Standing Committes
of CARICOHM Finance IMinisters held a meeting at Port of Spain, Trinidad and Tobage,

in Jamiary 1978. The meeting concentrated on the need for a joint approach to the
supervision of techmnical reserves and to registration requirements for insurance
undertalzings: solvency; and the documentation which insurance undertakings should
provide for national superviscry authorities. Also in the Caribbean region, the
Third Caribbean Insurance Conference was held in Barbados in September 1978 and was
attended by =211 the insurers concerned. Among the topics most widely discussed was
the function of insurers, reinsurers and the commmity as a whole as regards major
risks and national disasters. : : .

126, In central America the Consejo Centroamericano de Superintendentes de Bancos
Seguros y otras Instituciones Financieras 21/ prepared a comparative study of
motor vehicle insurance policies in force in the various countries of that area;

2 uniform policy was drafted on the basis of this study and was adopted by all the
countries concerned in August 1977. Similar steps arc now being undertalten in
regard to fire and associated insurance.

127. The Inter-imerican Federation of Insurance Enterprises (FIDES} held two meetinss,

one in November 1977 at Santo Domingo and the other at Hio de Janeiro in November 197°.
As in the past these meetings; initially designed as an opportunity for dialorue
‘between the northerm and southern halves of the hemisphere, developed into a series

20/ See document TD/B/C.3/141, para. 77.

21/ See document TD/B/C.3/141, para. 75.
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of lectures given by leading experts from north and south Africa, since the large
mumber of participants (pver 1,000) precluded any discussion in plenary session. It
should be noted that FIDES is a staunch supporter of private insurance firms and
that insurers in those countries of the western hemisphere in which insurance is a
State monopoly cannot become members or be invited to meetings.- : S

128. The Fast Asian Insurance Congress met at Singapore in October 1978. One of

the features of this important body, whose membersiip includes virtually all

east Asian countries, is that insurance commissioners play a leading part in it.

They head each national delegation, which of course is made up primarily ol insurers,
and even hold their own sessions, since one of tlie functions of the Congress is to
provide a framework for the biennial meetin:;s of the Asscciation of Asian Insurance
Commissicners. The combined presence at the Congress of commissioners and insurers
lends the Congress a cértain official character and enables it to take policy
decisions on insurance matters.

129. Five countries of south-east Asia - Indonesia, Malaysies, Philippines, Singapore
and Thailand - form a homogeneous subgroup called the Association of South-east
Asian Wations (ASEAN)., The Insurance Council of the ASEAN Countries was set up in
1877 by 20 leading ficures in the insurance industry of the south-east Asian region.,
The aims of the Council are strictly commercial and its immediate objective is ta
set up statistical information centres and to provide information for insurance
supexvisory authorities. It also proposes to study the possibility of setting up a
subregional reinsurance company for the ASEAN countries, to exist side by side with
the regional Asian reinsurance Corporation (see the following chapter).

130, In the same sub-group of countries, several meetings of supervisory authorities
{ASEAN Insurance Commissioners) were held in 1977, 19768 and 1979. These meetings ave
official and intergovermmental, and deal with a wide variety of topics on a
continuing basis, namely:

(2) The establishment of a committee to study the possibilities of
~ harmonizing the insurance legislation of the members of ASEAN,

(b) The adoption of a standardized system of statistics on the basis of work
~ done by a technical committee, set up at Manila, to follow up the TLICTAD
recommendations for a unified international system of insurance statistics
(see document TD/B/C.3/106/Rev.l). The object of the standardization is
to facilitate the exchange of information on insurance amons member
countries and the study and supervision of national insurance marlkets
with a view tc increasing the retention capacity of the ASEAN region.

The egtablishment of an ASEAN insurance council, composed of representatives
of the five national insurance markets, to complement the activities of the
commissioners, heln +to strencthen resional insurance and reinsurance

links, and promote the study oi insurance in universities and throush
gseminars and vorksheps.

~
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blishment of an ASEAN reinsurance undertaking to form the basis
for an increase in regicnal retenticn capacity.

~
®
®

The preparation of regicnal mortaliiy tables: a special committee has
already embarked on ccllscting mortality statistics. This project is

being carried out side by side with en identical project of the Associaticn
of Asian Insurance Commisgioners, of which all ASEAHN insurance comuissioners
are members.
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(f) Heasures to facilitate the free circulation of motor vehicles in the
countries of the ASEAN region with a guarantee of adequate insurance cover.

{¢) Ixchange of information ameng vocational training institutions in member
countries. T
131, In conclusion, mention should be made of the work of the General Arab Insurance
Federation, which held three meetings, at wwait in April 1977, at Algiers in
April 1278 and at Tunis in iay 1979. At the Tunis meeting the Federation decided
to transfer its headquarters from Cairc to Damascus, It has an extensive prosramme
wvhich includes reculatory as well as operational activities, some of wilich are

referred to in the followinz chapter.
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Chapter II. Intergovernmental and private operational co-operation in insurance
and reinsurance

132. In the third world it is generally true that contacts, however frequent they may
be, between insurers from developing markets at regicnal and subregional meetings
scarcely ever lead to joint activities at the operational level, since the individual
markets prefer tc direct their business to the large intermational insurance centres,
particularly those of the former meiropclitan countries. There are certain
exceptions to this rule in particularly homogenecus groups such as the Aradb Union,
and between a few neighbouring States, as for example between Brazil and Paraguay in
regard to the Itaipu hydroelectric scheme, but these exceptions only prove the rule.

133. In this context, the establishment in both Africa and Asia of intergovernmental
reinsurance institutions - the African Reinsurance Corporation (AFRICARE) and the
Asian Reinsurance Corporation (ASIANRE) - is of particular importance. These two
projects have totally undermined two ideas which were deeply rooted and had been
carefully fostered, namely that intermational reinsurance is much too complicated an
activity t¢ be undertaken by markets outside the major intermational centres, and
that Governments should leave such action entirely to the private sector.

134. Both AFRICARE and ASIANRE are in the forefront of action in their respective
regions. Both were established after many years of study and negotiation, initially
between Governments and then between Govermments and their insurers. The two
regicnal corpcrations were placed under the management of reinsurance specialists
and had the support of the Governments concerned, which is essential if the cessions
promised by each market are to be regularly forthcoming. They have just begun
operations and have great potential, in view of the very rapid rise in demand for
reinsurance which has recently taken place both in Africa and Asia as a consequence
of the economic and technological development of those two continents,

135. The headquarters of AFRICARE is at Lagos, Nigeria, and it comprises 35 African
member States., It began operations on 1 January 1978 follewing its constituent
assembly of 30 March 1977. AFRICARE is thus two years older than ASTANRE, the
congtituent assembly of which wzs held on 28 May 1979. ASIANRE has its

headquarters at Bangkok, Thailand, and its members are the following ten Asian States:
Afghanistan, Bangladesh, Bhutan, China, India, Iran, Philippines, Republic of EKcrea,
Sri Lanka, Thailand.

136. Another form of regional co-operation at the operational level is the setting-up
of pools. The regional pools now functicning are described and analysed in a recent
UNCTAD study (TD/B/C.3/160) to which reference may be made. As far as the pools of
the General Arab Insurance Federation are concerned, the Federation's Arab Pools
Committee decided at a recent meeting to regroup some pools and to hand over their
mansgement to specialist reinsurance companies selected from among those operating in
Arab countries,

137. In the same region, other forms of insurance co-operation include the joint
cover of certain shared interests such as the tankers of the Arab Marine Petroleum
Transport Company, the Arab Shiptuilding and Repair Yard Company (ASRY) and the
vessels of the United Arab Shipping Company. Twe agresements are gtill in cperation
in regard to the insurance of 2 number of Arab airlines; one is in North Africa and
the other in the {liddlie East, beftween Irag, Syria and Jordan. The most recent
example of Arab co-cperation is an agreement between a group of oil tanker owners
belonging to certain member States of the Organization of Arab Petroleum Exporting
Countries (OAPEC) and a group of insurance concerns in the same States; this
provides for global cover for the tankers concerned. The intermational reinsurance

market will participate in this operation under a joint reinsurance scheme.
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133, In the same context, an impertant development is that national companies in the
Gulf area have succeeded in agreeing and adopting common positions when confronted
with unilateral decisions by the London market on matters of particular concern to
them. The London decisions scought to exclude war risks from existing reinsurance
treaties from-August 197¢ onwards for all navigation in thc area, The cover was
later reinstated, =sxcept for certain speecial risks, but at higher rates. Th
insurance companies in the arez affected by these measures began negotiations with
the reinsurers in London, following which the premium increases were cancelled

in September 1979. However, fresh increases were imposed with effect from

22 November 1976, which led to further consultation and negotiations.

139, Bilaterally, an insurance company sponsored by Alzeria and the Libyan Arab
Jamahiriya was established in 1979 with the apparent aim of facilitating the joint
reinsurance of excesses arising {rom risks underwritten by the national insurance
enterprises of these two countries. The main aim seems to be to negotiate the most
favourable internmational reinsurance terms for risks exceeding national capacity, and
at all events to secure better terms than those which the respective national
companies could negotiate individually. A second aim is to underwrite international
reinsurance in exchange for business ceded. The llediterranean Insurance and
Reinsurance Company, as it is called, has its headquarters in London.

140, Also in the bhilateral field, co-operation between Brazil and Paraguay in regard
to the Itaipu hydroelectric project has already been referred to. The basic cover
is $14 million over 12 years; 1t includes constructicn risks, liability, and damage
to materials in transit. In future years price and cost increases could double the
sum insured. Special cover has also been arranged for $100 million., The business
is divided equally between the two markets concerned. lMNoreover, the Instituto de
Reasegurcs do Brasil will share in business underwritten net only in the Brazilian
market but also in the Paraguayan mariet, to the extent of 50 per cent of the
commitments which it assumes. In view of the magnitude of the sums involwved, some of
the risks are to be reinsured on international markets, but on terms which will
enable the twe national maricets to participate to the extent of their respective
potentials.

141, Although not operational co-operation in the business sense, multinational
co-operation in vecational trazining deserves special mention in this connexion. The
most important occurrence in this field has been the establishment in 1978 at
Monrovia, Liberia, of the lWest African Insurance Institute by the five English-
speaking countries of west Africa (Gambia, Ghana, Liberia, Nigeria and Sierre Leone)
with the assistance of their subregional association, the West African Insurance
Consultative Association (WAICA). The immediate aim of the Institute is the
training of middle managers for the insurance enterprises of the countries concernsd.
More generally, the objects of the Institute are (a) to give vocational training to
the staffs of enterprises and of governmental insurance supervisory agencies; B) to
act as a centre for the compilation of technical and statistical insurance data and
to render technical assistance to member States. The Instifute will also be expected
to organize research in the insurance and comnected fields. The Governing Council

of the Institute comprises a representative of each of the five member States and
three representatives of WAICA, The Chairman is the Liberian Minister for Commerce,
Industry and Transportation and the Institute enrols some 50 to 60 students a year.

beginning to take shape during the period under review. Their
establishment of a teaching centre at Nairobi.




