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TWTRODUCTION

1. The ideas that were embodied in the recommendation concerning insurance and
reinsurance adopted by +the first Conferencc1 and Tesolution ~%(I1) concerning
insurance adopted at the second session of the Conference—/ reflect an important
advance in the understanding of the specific problems of developing countries in this
field., Prom these recommendations and the discussions held on this subject at the
meetings of the Commitfee on Invi.sibles and Financing related to Trade, a clear line
of action emerges, including inter alia the following goale: the establishmeht Qf a
sound and efflicient national insurance market in every developing coﬁnfiy;‘theycreation B
of nationsl insurance and reingurance ingtitutions, the reduction of the net outflow
of foreign exchange on account of insurance transactions and the promotion of regional
co-operation as one of the means of improving the terms and conditions of international
insurance transactions.
2. The International Development Strategy adonted by the General Assembly for the
Second United Nations Development Decade sums up as follows the oblectives as regards
insurance and reinsurance in developing countries:

"Re&uction in tﬁe cost of insurance and reinsurance for developing countries,

egpecially the foreign exchange cos%, will be brought about by sppropriave

measures, bearing in mind the risks involved, to encourage and assist the

growth of national insurance and reinsurance markets in developing countries

and the establishment to this end, where appropriate, ol institutions in

thege countries or at the regional level.” 3
3. In full conformity with these objectives, the secretariat of UNCTAD, acting upon
the specific requesgts of the Committee on Invisgibles and Financing-related to Trade,
has completéd several bagic sgtudieg covering some fundamental issues related to the

establichment and the development of national insurance markets in developing countries.

1/ For the full text, see Proceedings of the United Nations Conference on Trade
and Development, Geneva, 23 March - 16 June 1964, Vol, I, Final Act and Report, United
Nations publication, Sales No. 64,II1.B.11, Amnex A.IV.Z3, p.55.

g/ For the full text, see Proceedings of tlie United Wations Conference ocn Trade
and Development Second Session, New Delhi, 1 Pebruary - 29 March 1968, Vol.I, Report

and Armexes, United Nations publication, Sales No. E.68.II1.D.14, Annex I, p.50.

j/ See Intermational Development Strategy for the Second United Nations Development
Decade, Ceneral Assembly resolution 2626(XXV) of 24 October 1970, paragraph (54). '
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These studies deal with the general problems of adequate ingurance legislation and
supervision as well as with the special questions of the investment of insurance funds
in the country whe.e the premium income arises and insurance statistics. It has become
clear that, in order to encourage the establishment of sound and efficient national
ingurance markets, govermments of developing countries must take the appropriate
legislative and administrative actions to ensure more effective supervision and to
regulate the insurance operations which are transacted in their territories by both
national and foreign insurance concerns. .

4. The following three chapters present highlights of the studiesg carried out by the
secretariat of UNCTAD and conclusions to be drawn from them - some of which were
formulated by Expert Groups, convened by the Secretary-General of UNCTAD to review
and comment on the studies. These studies have been submitted to the Committee on

Invisibles and Financing related to Trade at its fifth session (1 December 1971).

Chapter I o
INSURANCE IEGISLATION AND SUPERVISION IN DEVELOPING COUNTRIESl/
5. Lg was stated by the Committee on Invisibleg and Financing related to Trade at

its‘first session,g/there is a growing interest in a number of developing countries

in the métter of insurance legislation and supervision. This interest is fully
'justified, for various reasons. IMirst, insurance supervision provides the policy-
holders with a profection which ig generally considered indispensable. A relatively
long period elapses between the time when the policy~holders pay their premiums and
the time when the claims, arising out of risks covered by the policies, are paid by the
insurance Concerns. At any given moment, therefore, the latter are in possession of
sumé which they will have to make available to the claimants at some time or other,

but of which they temporarily have the use. The insurance concerns have not always

1/ See TD/B/C.3/84 and Add.l and 2 and Corr.l, report by the UNCTAD secretariat,
and TD/B/C.%/90, report by the Expert Group on Insurance Legislation and Supervision.

3/ See the Committee's report on the first part of its first session, in Official
Récords of the Trade and Development Bozrd, Third Segsion, Supplement No.3, (TD7B7427Rev.1)

Amex I (b), paragraph 4.
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nmanaged these funds in a sufficiently responsible manner, with the result that the
Governments - for the first time in some developed countries in-the 19th century -

have gradually been compelled to intervene. At the outset, the measures taken
established: certain requirements to provide minimum financial guarantees and placed

the concerns under some degree of supervision. As insurance business expanded, the
supervisioﬂ has become increasingly strict.

6. In fact, modern ingurance superﬁision is no longer understood as being a device

to protect the interests of a restricted group of insured, since insurance business
progresses along with eccnomic development and industrialization to a point where the
policy-holders tend to bBecome virtually identical with the national community as a
whole. State insurance supervisien is, therefore, considered part of the State's
responsibility on social and economic grounds., To assume this responsibility seems

all the more necessary, particularly in the developing countries, as the legislative‘
and administrative measures embodied in that supervision are essential for promoting
the egtablishment in each country, of a sound and efficient national insurance market,
the existence and strength of which being, as is pointed out in the UNCTAD recommendationg
an important requirement for the process. of economic development. In addition, because
of the different problems confronting the developing countries, all the edonomic

sectors -~ in particular those which, like the insurance sector, play an essential r8le
in the collection of national savings ~ should contribute effectively to the development
process. To ensure that they make this contribution, legislative measures are needed
designed to channel the insurance funds and reserves to investment projects of national
interest. Adequate supervisgion, including the regulation of the investment of insurance
funds, also tends to reduce the foreign exchange outflow which is inevitably provoked
by the insurance and reinsurance transactions with foreign concerns.

7. “The study on insurance legiglation and supervision in developing countries prepared
by the UNCTAD secretariat (TD/B/C.3/84) and the report (TD/B/C.3/90) prepared by an
expert group convened by the Secretary-General of UNCTAD in July 1971 to comment on the
study, indicate, on the basis of a thorough review of the existing systems applied in
developing countries, a nusber of basic criteria to which these systems should conform.
2 The study of the existing systems of insurance supervision showed, as might have
beeh expected, that wmost developing couﬁtries - with some exceptions - are far from

having developed systems of supervision which fully meet the objectives mentioned above.

Tn some developing countries - egpecidlly thosé WhiCh”SEéame'independent fairly recently -
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insurance supervision either does not exist at all as yet, or has entirely maintained
the methods prescribed by the former colonial Powers, tailored to satisfy the regulations
of the metropolitan authorities while the specific 1oéa1 needs were disregarded. In
other words, no specific effort has been made by some developing countries since their
accession to independence to regulate properly the insurance businesgs transacted in their
territories, with the consequence that'théir national insurance markets are not adequate
and that their domestic insurance industry does not find the necessary incentives to
develop on sound basisll
9. The ingurance supervision in a number of developing countries has proved to be
inadequate also as regards the standards of solvency. In some cases these standards
are so strict that domestic insurers can hardly afford to observe them, and the market
is forced to remain in foreign hands; in other cases they are too lenient, and there
the public may be reluctant to seek protection from cowpanies whose solvency‘is not
always secure because they are not efficiently supervised. Legislative measures governing
the investment of insurance funds are another example of cases where the requirements of
some developing countries fail to fulfil the specific conditiong of their capital market
and where modifications could ensure a better utilization of these funds in projects of
national interest, providing, at the same time, 2 better financial security for policy-
holders.
10. The main criteria according to which insurance supervision should be carried out
in order to be most efficient in achieving the objectives of the developing countries
in this field, are set out by the Expert Group in the following terms:
(a) Special emphasis should be 1aid on the supervision of the classes covering

popular insurance, those involving social aspects and long-term commitments.

Thus, life, small private property and third-party liability insurance are

important examples of what should be the subject of particular.supervision.
(b) Effecting insurance directly abroad, with insurers not established in the country,
should be forbidden in principle. Only in cases where no cover can be provided
in the country might this practice be accepted as an exception. This rule,
likewisge calls for the promotion of the national market, in other that an
increasing rumber and more types of the national risks can be covered in the

countxyy.

l/ Inadequate measures may lead to a gituation where the volume of insurance
business of a country increases more rapidly than the absorptive capacity of its national
ingurance market and hence to greater dependence on foreign insurers and especially
reingsurers.




(c)

x (a)

Licensing'of insurance concerns before they commence business should be prescribed.
In this context, liceﬁsing does not mean a mere formal registration, but should be
preceded by'd' édmprehensiVe pre-licensing examination of the technical and
economic conditions of the concern, of its plan of business to be transacted in

the coming'few years, of the technical ekill and integrity of its managers, and

'of its reinsurance arrangements. Ample powers should be given to the authorities

in chargéhof ingurance supervision to appraise all the qualifications of insurance
firms, to prevent untrustworthy concerns and camouflaged foreign interests (so
called "front" companies and "étrawmen") from entering the business.

Specific laws should be enacted'td regulate the contractual relationship of
insurance firms with policy-holders. In the compulsory classes of insurance,
there is a conspicuous need for the standardization of the insurance contracts.

In other classes of insurance, genersl rules covering the most important terms

and conditions of the policies should also be laid down, and the policies should
be supervised by the authorities in order that no obscure or amblguous terms and
no termg detrimental to policy-holders shOuld be introduced.

The share capital and free reserves of the insurance concerns should be gufficient
t0 ensure adequate overall solvency, corresponding to the kind and volume of the
business transacted by the concerns and providing a fair safeguard against

adverse fluctuations of risks. The amounts constituting these financial
guarantees should, in addition, be large enough to ensure a suitable level of

the company's retention capacity, and so to provide the basis for the strengthening
of both the company and the national market. However, excessive requirements as
régards‘the share capifal could result in the increase of the insurance costs and
might, therefore, be detrimental to policy-holders and to the national economy.
Technical reserves should be evaluated as correct tly as possgible and strictly
verified, In general, the calculation of the reserves should be based upon
adequate extra@olafions (vrospective methode), with due regard to experience and
observed trends. The setting up of technical reserves ghould in principle
correspond to the grosgs lisbilities of direct insurance business without deduction

for the reinsured risks. Frequent checks on the validity of "en bloc'" rates of

Treserves are recommended.

The investment of insurance funds should satisfy the main requirements of providing

security for the liabilities towards policy~holders and beneficiaries and
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contributing to the supply of financial means for the countryis most essential
investment needs. These bbjectives obviously recuire, as recommended by the
Conference at .ts first session, that .unds allocated to cover the technical
reserves and other complementary reserves are invested in the country, this
condition applying irrespective of the nationality of the insurance concern. To
the clagsical criteria of security, profitability and liquidity should be added that
of divergification of the investment portfolics. No speculative investment should
be accepted, but sound equities could qualify for inclusion. The holding by an
insurance company of shares or participations in another enterprise should be kept
to a minimum so as to exclude all possibility of acquiring a controlling interest
in any outside enterprise. PBach country should exercise considerable flexibility
in making regulations governing the choice of authorized investments for insurance
concerns. . The regulations should, however, stipulate the two main requirements,
namely the security of the concerns and policy-holders and the financial
necessities of the country. '

Tariffs, costs, reinsurance agreements, accounting and statistics, being the main
elements of insurance management, should all be subject to government supervision.
Tariffs, in particular, should not be either uneconomically iow (the chief cause of
ingolvency) or excessively high, particularly, in the compulsory classes of
ingurance. Invegtment income derived from agsets corresponding to the technical
reserves should be taken into account in the caleculation of tariffs. Sales
comtigsions to agents and intermediariesg should be commensurate with the services
they offer to the public. Commissions on the sale of compulsory classes of
insurance should be reduced to a minimum.

The presence of a public or gsemi-public reinsurance ingtitution in a developing
country, with provision for the compulsory cession of buginess to that instifution,
mey provide an essential encouragement to the development of a sound national
ingsurance market and reduce the foreign exchange outflow on account of reinsurance
trangactions.

Owing to the specific and very technical nature of their duties, insurance
supervisory authorities should constitute an independent branch of the civil
service, at a high level, responsible directly 1o a high-ranking govermment officer
(liinister). These duties call for competent personnel gualified in legal, econcmic,

accounting and actuarial matters. Special training facilities in insurance and in

supervigion techniques should be provided for such personnel. Co-operation among
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insurance commisgioners of différent countries chould provide opportunities for
exchanging experience and information. The establishment of regional associations
or of conferer zes of insurance superv.3ors should be prcuoted.

11. In summing up, tvhe importance for every developing country to regulate the

insurance business transacted in itg territory by setting up a ﬁysfem of adeqﬁate

ingurance supervision must be re--emphasized. It is suggested, therefore that the

Govermments of developing countries: '

(i) exanine, in the light of the conclusions of the UNCTAD secretariat's study =na
of ihe Expert Group's report, the evtent to which their countries' insurancce
legiglation and supervision correspond to the requirements of an adeqﬁate
supervisory systém; .

(il) ‘teke, if necessary, appropriate measures for improving the insurance legislaiion
and supervision systems, for which purpose technical assistance may be sought
and obtained from the sreretariat of UNCTAD, within the framework of UNDP;

(iii) make full use of training facilities, to be provided by the developed countries
in ingurance concerns and in Covernment superviszory authorities, as well ac oy
‘he UNCTAD secretariat within the framework of UNDP, in order to build up aa
insurance supervisoxry service siaffed by persons competent to carry out insuranc:
supervision effectively: o

(iv) ectablish regional or sub-regional co—operatién'among their supervisory
authorities with a view to exchanging e¥perience and information regarding

insurance supervisic. enl hwroonizing insurance legislation.

Chapter IT

TNVESTMENT OF THE TECHNICAT RESERVES OF INSURANCE CONCERNS LN THE COUNTRY
WHERE THE PREMIUM INCOME ARISES 1/

12. Zhapter I indicated the need for the investment of technical reserves in thc
courtry where the premium income arises. It is universally recognized that the technicua®

reserves of insurance concerns, which de facto represent the value of the concerns!

1/ TUNCTAD secretariat study TD/B/C.%/87 and Corr.l.
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current commitments towards their policy-holders and third party beneficiaries, play
an important economic rdle in that they lead to the agcumulation of large sums for
investment in the countries' economies. In view of the general scarcity of capitél

in the developing countries, the technical reserves of insurance concerns are of vital
importance in these countries. Desiring to ecnable these countries to benefit from the
insurance funds, the Confergnce recommended at its first session that "technical
reserves and guarantee deposits of insurance and reinsurance companies or institutions
_ghould be invested in the country where the premium income a:rises".:L

13, However, an investigation carried out by the UNCTAD secretariat for the Committee
.on Invisibles and Financing related to Trade to determine to what extent that
“recommendatioﬁ is being put into effect shows that as yet only relatively few developing
ountries have taken action to apply the principle of the investment of technical
eserves of insurance concerns in the country where the premium income ariges. In its
fgw study, the UNCTAD secretariat has sought to spell out as clearly as possible the
 chnica1_aspects and practical modalities of implementation of the recommendation,
bping to promote in this way its implementation by all developing countries. |

\ The principle that technical reserves_shoﬁld be invested in the country where the
emium income arises is by no means new. In fact, the practice of localizing the
chnical reserves of each national portfolio has long been observed in verylmany
austrialized coﬁntriés. Howavef, the application of the principle is not uniform
Hall these countries and presents certain technical difficulties, some of them

éétéd with the definition and valuation of technical reserves and others with the
estment and supervision of the corresﬁonding funds.

In other words, in order that technical reserves may be invested in a suitable
161, in the country where the premium income ariges, with maximum benefit and without
angering the primary function of insurance (the covering of risks with absolute

ity and at a reasonable cost), it is esgential to take due account of a number of
ors, of which the most important are: ) ‘

_the nature of the technical reserves of insurance concerns;

the correct evaluation of technical reserves;

regerves with or without deduction for reinsurance;

Proceedings of the United Nations Conference on Trade and Development, Vol.I
Act and Report, Ammex A.IV.23,
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(d) the type of investment suitable for insurance purposes;

{e) the coirect evaluatioh of invegstments

(£) the practical application_bf the principle.;/

16. The mathematiczl reserves in 1ife insurance and the reserves fqr 1mmexpired risks
and regerves for outstanding claims in non-life insurance are the three main forms of
technical reserves and are generally regarded as the classical technical reserves.
Provided that thev have been proverly valued; these three reserves should normally
suffice to cover the vhole of an insﬁranée concern’s current commitments arising from
the risgks of its portfolio. Genmerally speaking, if they szploy traditional methods of

calculating the three types of technical reserves nentioned zbove (except, perhaps,

in some cases regarding the reserves for outstanding claims) insurance concerns are

unlikely to experience any extrene difficulties in evaluating correctly their pending
lighilities. B

17. The main characteristics cf investments which are suitable for insurance purpcoses
are tha subject of another clause in the aforesaid recommendation of the first Conference,
which provides tﬁét "adeguate conditions of security, liquidity and income must ... be
agssured”, in dfder.that invesiments should be wade in the country where the premium
Aincome arises. Tie above guidelines, as well as the rule that investment risks must not
be allowed o éccumula{e, mugt be strictly observed bj all insurance corncerng which,

et the same time, should also ensure That their Iunds are invested in a manner beneficial

to the national economy.

18, In order to vrrify al sny given momen’ the observance by an insurance concern of

the recommendation that teuhnical‘reserves ghould be invested in the couniry where the

premium income srices, the following pfocedure ghould be followed: first, the evaluatior

cf the technical Teserves must be verified: mnext, the list of investments serving as

cover for the reserves wust be checked to ensure that the investments satisfy local

reQuiréménts} and lasﬁly, a check must be made to ensure that the investments showm

cn the list are actually loceted in the country and are owned by its insurance concerns.

12.  In conclusion, the study suggests that:

{i) Govermments of developing countries should consider, in the light of this report,
the exient 1o which they have implemented the recommendation that the technical

reserves of insurance concerns should be invested in the country where the premium

income arisesg;

. p— . e i

1/ See TO/B/C.3/87 and Cérr.l, Chapter II.
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1) the saﬁe Governments should inform fhe_UNCTAD segreﬁariat as soon as possible

about the progress made in implementing the said recommendation in their countries
and about an& further meagures they méy contemplate with a view to improving the
present situation;

the secretariat should make available to deveioping countries, upon request, any
assistance they may need in connexion with the implementatioﬁ of the recommendation;
the_secretariat should report to the Committee on Invigibles and Financing related
to Tfa&e; at its gixth session, on the implementation of the recommendation by the

developing countries.

Chapter ITT
UNIFIED INTERNATIONAL SYSTEM OF INSURANCE STATISTIGS—/
\Already at its first session the Conference noted the shortage of reliable statistics
v131b1e transactlons generally, and more up?CifiC&lly called for the adoption of
orm criteria for the compilation of the statistics of insurance transactions.
the Committee on Invisibles and Financing related to Trade, in the programme of work
ted at its first session, referred to the desirability of working out miﬁimum
_+031 standards and definitions and preparing meanmngful and internationally
arable statlstlcs of insurance transactions, with specific reference to the
iblllty of assessing the influence of Jﬂternatlonal insurance transactions on the
ance of paymentb of developing countrles. ,
- Besides their specific relevance $0 the problem of the balance of payments,
rance statictics have other important and fundamental functions, both at the company
the national level. At the level of the individual insurance undertakings the
ance statistics constitute the technical backgroundvfor their operations and are

be same time a major tool for the supervigion of the.undertakings by the ingurance

4
i

rvisory authority, in particular as regards the control of their financial status

1/ T/B/C.3/85, report by the secretariat of UNCTAD

_/ Proceedings of the United Nations Conference on Trade and Development,
Final Act and Report, Annex A.IV.23.
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and solvency. Such statistical information wsually follows very closely the business
records and accounts of an insurance underiaking which are, in turn, a source for the
preparation of the annual accounts of the undertaking and official returns to be
submitted to the supervisory authority.

22. At the national level, insurance statistics provide the means of carrying out a
comprehensive analysig of the structure and the state of the national insurance market
and algo give a good deal of technical information about the conduct and the results
of the insurance tr&naaﬂtiﬂnﬁ.. stueording to the degree of detail »f the statistical
information cdllecte& and compiled, anmual nation-wide statistics make it possible to
assess, for the whole country, the volume of the insurance tusinses concluded by all
undertakings operating in it and so to determine the size of the country's insurance
markef, its structure (e.g. domestic and foreign enterprises), its efficiency as a
provider of insurance cover, its role in the saving of funds and its contribution to
the country's development throughﬁinvestmentg in the national economy. TFurthermore,
conclusions can be dravm from the statistical data as to the influence of international

insurance transactions on the country'!s balance of payments. On the technical side such

statistics give an insight into the functioning of the market and its strength or

weakness. They show the technical results of the insurance operations for the merket
on average and in every indivi&ual clags of insurance transactions for which the
separate data are provided. Tor a proper fulfilment cof all these purposes it is, of
course, impo:fant that 211 the insurance undertakings provide the basic information on
an identical or at least on a fully comparsble basis and that adequate means are
available for collating such market informatiomn.

23. Compiled consistently over a period of years, such statistical information would
reflect thé_development and evolution of the market and so permit the periodic adjustment
of thé reguléﬁions governing the ingurance business in a Particular developing country
with a view fo building and strengthéning its national insurance market and guiding the
ecenomic activities of the insurance industry in such a way that they serve best the
country's economic development.

24. All thege egsential aspects and requirements are taken into account in the UNCTAD
secretariat’s recent study of this subject,l/ prepared with the assistance of a group

of experts convened by the Secretary-General of UNCTAD in Geneva from T to 15 October 197

;/ Establishment of a unified international system of insurance statistics,
report by the UNCTAD secretariat (TD/B/C.3/85).
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25. The cofe of the recommended unified system of insurance statistics is what is
called in the repéft "the national monograph', to be prepared by the supervisory
authority of each country on the basis of tue statistical information received from

the individual insurance undertakings. But a unified presentation of statistical
information at the nationzl level has to be preceded first, by the standardization of
the primary elements of the system, and secondly, by the definition of the basic notions
on vhich the whole syshem rests. Accordingly, the recommended system has as ites primary
source of information the traditional forms of the business records, nemely the profit
and. loss account and the balance sheet, which are kept and maintained by every insurance
unéertaking in the normal course of its business. The major problem here was how to
overcome the differences in practices existing not only smong various countries, which
arise mogtly from the comceptual, legislative and supervisory approaches, but also the
differences, although of a minor nature, in methods and practices of recording and
accounting of individual companies.

26. As a first approach to the unification of the primary sources of information it

was decided, therefore, to work out a unified break-down of all the primary elements

or items which are relevant to the profit and loss account in this broad sense, both

on the income and on the expenditure sides, and agree upon the classification of all

the items of assets and ligbilities for the balance sheet. |

27. Having specified the minimum initial requirements, the system provides for two’
sets of geries, one for the use of the insurance undertakings producing the basic data,
and the other for the supervisory auwthority preparing the national monograph. It should
be emphasized at this stage that the collection of the series desiéned for the
undertakings should be carried out in a comprehensive manner, so that all types of
undertakings dealing with insurance are included in the national monograph. Consequently
each and every undertaking would be reguired to fill in a set of forms which have been
worked out for the purpose and accompany them with explanations, if required.

28, The second set of forms is designed for the national monograph. It follows
rrecisely the nomenclature of the original items in the individual undertakings' forms
with regard to both the elements of the profit and loss account and the technical
results. The first important series includes the forms showing the trading results

of the national portfolio, and provides three separate columns of figures for the

gross direct business and the net retained business for each type of insurance concern:




™ /141 -
page 14

State institutions, domestic private undertakings,l/ foreign branch offices and
agencies, with subdivisions into life insurance and all other classes of business.
The technical results for direct business on the basis of gross figures in each class
of business are further elaborated by means of a special set of forms. Two further
tables are provided, one showing the technical reserves cf the national portfolio
together with data on the paid-up capital and the free reserves of the insurance
undertakings operating_in the country, and the other giving an analysis of the types
of investments shown in the balance sheet divided into types of insurance undertakings
and indicating whether the investment is made in domestic or in foreign assets.
29. As the unified international system of insurance statistics is designed principally
for developing countries, it was considered especially important that it should lay
down only the minimum requivements for the compilation of the statistical tables, with
a view to reducing to a bare.minimum the costs of its introduction. As a matter of
fact, many countries, especially the developed market economy countries, and some
developing countries whoée insurance markets are in an advanced stage of development,
would have to make only minbr adjustments in their existing arrangements to conform
tc-ﬁh@ proposéd_neﬁ system. There is, however, a larger gvoup of developing countries
whose nationa1 statistica1 gystems are either non-existent or inadeqguate. These countri
would have to cope wilh the problem in any case. If, therefore, they can commence the
necesgary work in the knowledge that the results of their efforts will be in line with
internationally acceptable standards, they would not only be encouraged to follow the
recommended course of action more energetically, but may also hope to achieve their
?urpose with less expenses tThan they would have Incurred, if they had undertaken it
individvally.
- 30. Even though this is only a minimum system and can be considered as the firsi
step towards bringing closer together the conceptual approaches of various insurance
narkets of the world, it is sufficient Jor an analysis of the insurance market and for
the effective supervision of its operations. Further, the meaningful and comparable
data covering the operations of the national markets and measuring the impact of the
'intefmdtipnal insurancs transactions, including those of reinsurance, 'will make it

rossible to quantify these activities on.an international scale and to measure their

1/ With an optional additional classification into genuinely domestic and
foreign-owned companies (subsidiaries).
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economic impact, In fact, the main immovation of the unified international system of

insurance statistics is the clear-cut separation in reporting the insurance business

underwritten by the domestic sector and the foreign sector of the national insurance

market as well as the business which goes directly abroad or originates from abroad.

This irmovation meets the most important requirement of developing countries as

expressed in TNCTAD resclutions directed at the developmers and strengthering of the

national insurance markels in developing countries and the objectives of the Second

Development Decade.1 '

31. Developing countrics, by using the proposed unified international system of

insurance statistics, would be able not only to know their insurance market better,

but also to work out and take all the necessary measures to regulate that market so
that it would best serve the insured and the process of economic development. They
will also benefit by having comparable data about insurance markets of other countries.

It should therefore be recommended that the Governments of the member countriesg of

UNCTAD, in particular of the developing countries:

(i) introduce the unified international system of insurance statistics as proposed
in document TD/B/C.3/85 or, where appropriate, adapt their present system of
insurance statistics in order to make it compatible with that wnified system;

(ii) make use, if necessary, of the technical assistance-which could be provided by
the UNCTAD secretariat in this comnexion, as far as developing countries are
concerned, within the fremework of UNDP;

(ii1)-dnform in due course the UNCTAD secretariat of the implementation of this

recomnendation in their countries, so that the secretariat can report to the

appropriate . UNCTAD bodies.

;/ See_paragraph 2 above.




