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Introducticn

. e Nn1vT cnn Invisibles and Tinancing reiat v Trade + 3 X%
1 The Committee on Invisibles and Financing reiated to Trade at its sixidh
\ yd - - - - - o . - .
session (July lt'jﬁ recognised that considerable skill and expertise were reguirsd
evaeloping countries ¢f the agreed policies on

5
fer effective 1mp1esen*atloz by the 4 o
insurance and reinsurancs, as defined in the relevant UNCTAD resclutions.l Since

such skill ard exiertise are generally lacking in most develeping countries, the
o : surance and T‘e:.ns1.¢.'ra.r1ce,

Committes adopted a decision
the operative paragraphs of WLioh are as

"The Committse reguests the UNCTAD secrstariat o Sake the nscessary
steps to prepare expediticusly and implement, to Ths extent possible and
within the funds available for this purpose, a detailsd programme for the
education znd itraining of a sufficisnt number of qualificd personnel in the.
Tields of insurance and reinsurance, which would benefit developing countries,

To this end, the UNCTAD secretarizt is urged to undertake a survey of
the needs and resources available and to make a report to the Committee on
Invigibles and Financing related to Trade at its sevenih session.”

2. The mandate given to the UNCTLD secretariat cemprises several points, such as
research intoc the quantitative and gualitative needs of developing countries in
professional insurance training, 3 survey of the existing facilities, the
Preparation of an educational programme aimed at clnsing the gap between the
present needs and the existing facilities, the evaluation of the financial
resources required for implementation of the programme, and, last but not least,

the practical implementation of the programme itself.

3. In order to comply with this mandate the UNCTAD secretariat has prepared
study ;/ which investigates the existing educational facilities throughout the
world, analyses the specific needs in insurance education of the developing
countrles, concludes that most of these needs cannot be met by the programmes now
available in developed countries and propeses an approach tc neeting these needs

1/ Conference resoluticn 42 (III) and resclution 7 (VI\ of the Committee on
Invigibles and Pinancing related to Trade.

o

g/ Decision 3 (VI) of the Committee on Invisibles and Financing related to

Trade.

'

_/ Document TD,/B/C.3/121/Supp.l, referred to in this report as the
secrstariat study.
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in a scilentifically scund manuer. The present report is based on the information
contained in the study. Its purpose iz to augsest concreve acticn, &t both
i 1 internati b L ting the 1t
.
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used to solve in a systematic manner their sducationail p“ plems. These two *ypes
are the proficiency certification programmes, troviding basic lmsurance training,
nd the sgpecialized insurance instifutes, providing hlgher insurance education.
Concentrating on th&se two types of programmes does not mean, of course, that the
developing countries should refrair from making use of other existing eaucational
facilities. On tnc contrary, the developing countries should use esxtensively all
existing facilities, such as fellowships for academic studies in insurance and
courses in lnsurance training centres, participation in seminars and study tours,
on—the-job training with large foreign insurance and reinsurance companies or
trokerage firms, etc.

I. Nationzl programmes for proficiency certification

5. Proficiency certification programmss are generally based on The following
feat :

(a) basic training in principles and practices of insurance is ovided to

a large group of insurance personnel;

(b) certificates of vproficiency of a widely Trecognized standard are awarded

to students who saulsfy the established requirements and pass the
examinationss

(c) use of both methods of tsaching, namely, individualized study at home and
formal classes, the latter on a part-time basis, for instance evening
courses.

Proficiency certification programmes are £en
ingurance industry as a whole, s fact whicl

ally sponscored and endcrsed by the
hol rm
suarantees academic fr edom and independence from individual companies.

its bcon”ml 3s o scale and

D As regards the developing countries, it is obvious that a large scale basic
pha

training programme comprising the maJ'r’tY of the insurance perscnnel of each
country cannct be implemented otheriri on a3 part-time basis, whilst the
their dzily wnrh Tocr the insurance companies which

persons involved continue

employ them. Tor this reascn, the setting up in sach developing country of a
3 RN g

p ogramme Ifor pro The

etting 1p such programmss
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from the educational standpoint, with the help of the so-called "educational
locp™, ;/ are fully described in the study of the UNCTAD secretariat. The present -
report deals solely with the organizational aspecis of the proposed solution.

7. Once the need for basic insurance training of a given country has been
evaluated and the proper programme established, the institution to be entrusted
with carrying out the programme must be set up. Joint efforts of the Government
and the insurance industry (possibly through its association, where it exists)
may be necessary in order tc set up the institution and to provide it with
adequate financial means and all the required facilities, 1nclud1ng premises,

equipment, administration and teaching staff.

8. In many developing countries the main obstacle to the setting up of a
proficiency certification institute will be the lack of human resources rather
than of material facilities. In fact, in most countries accommodation for part-
time (evening) classroom teaching and other material facilities can easily be
found, whereas persons able to prepare the programme and insurance practitioners
able to teach basic insurance principles and practices are very rare..

9. As regards the preparation of appropriate educational . .programmes.at the .basic
proficiency certification level in those countries where existing local resources
alone cannot accomplisk-this important task, thé obvious solution is technical
assigtance to be provided by the United Nations at the reguest of the countries
concerned and to be co-ordinated and supervised by UNCTADY An inter-regional
adviser in insurance education (or even a team of such advisers, according to the
scale on which assigtance would be requested) attached to the UNCTAD secretarlat
Would be the most ratlonal and economical means of meetlng this need. : .
10. The problem of recruiting the teaching staff is more complex. Basic education
to be provided to a large number of students on a part-time basis must depend on
local teaching staff and not on visiting lecturers. Academic lecturers are widely
available who can teach general commercial and legal subjects related to insurance
but academicians in the field of insurance are rare. Thus gpsecific insurance
metters must be tanght by senior executives of the local iiisurance industry and
gince courses will be pitched at a basic level, these executives undoubtedly will
possess the necessary substantial knowledge; however - ag stressed in the
secretariat study - lknowing a subject does not necessarllJ mean knowing how to
teach it. Training of insurance executives in the art of teaching may therefore
become the fundamental prerequisite for solving the problem of staffing national

programmes,

'l/ The educational loop is a gystem for setting up programmes of iraining
and education. Used in programmes at all levels throughout the world, the loop
has eight steps, namely, (a) need determination, (b) research design, (c) curriculum
- development, (&) instructional design, (e) technical design, (f) instruction,
(g) achievement testing, and (k) validation.



TD/B/C.3/121
rage 5

11. Fortunately, considerable thought has been given lately to the problem of
training insurance practitioners in the art of teaching insurance and several
large insurance education institutions have prepared special programmes comprislng ‘
short semirars for insurance teachers. It is suggested that the developing |
countries maks use of such facilities either by sendirng their prospective insurance
teachers to existing seminars in developed countries or by copying the existing
programmes and holding their own seminars at a reglona¢ level, possibly with the

help of the United Nations and/or other donors.

IT. ZRegiocmal spe01allsed~1nsurance institutes

12. While basic insurance. training can only be implemented lccally, on a part-

time basis and with predominently local resources, the exact opposite is the case
In this respect intensive

e et

as far as higher insurancs sducation is concerned.
full-time programmes conducted by highly qualified tutors are the most rational
approach, As shown in chapter III of the secretariat study, such programmes can
generally be implemented best at the regional level, within the framework of .
specialized regional insurance institutes. The regions to be serviced by sach
institute, of course, must be chosen with particular care, so that certain
homogeneous conditions prevail regarding the kind of educational needs, the
appropriate level of education, language requirements, atc.

13. The educational aspects of setting up programmeé for regional insurance

institutes are dealt with in detail in the aforementioned secretariat study. In
ordsr to avoldlrepetltlon, the present Teport covers solely some practical aspects
connected with the. establishment of such institutes .as multi-national ventures -
and the organizational problems they may have to face until they become operative.
It is easy %o guess that the establishment and operstion of regicnal institutes

is considerably more complex than the setting up of local proficiency certification
Programmes. Nevertheless, the educational advantages of regional specizlized.
insurance institutes are congiderable, so that they offset by far all practlcal

disadvantages and maks creation of such centres worthwhils,

l4. Regarding their institutional form, the regional centres may be established

as independent multi-naticnal institutes which are recognised and financed by all
Governments in a region participating in the scheme. Altermatively, they could be
funded through the budget of existing multi-national crganizations, while

Tetaining their legal autoncmy as a geésturs of supporrt for the concept of
intellectual freedom. In sither case, it must be clear that the Tegicnal iustitute
has the full support of all Governments concermed, as this will have a strong
impact on its ellgzbzllty fer funds from the UNDP or gome other development agency.

15. The host country's contribution must be twofold, comprising commitments
Tegarding overhead costs as well as facilitiss for the institute and its staff.
In fact, beth the institute and the staff should be guaranteed certain privileges
and immunities. The choice of the location of the regional institute should-
depend, inter alia, on the contribution offsred by the prospective host country,
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but other factors such as central geographic situation, transportation facilities,
language requirements, fair climatic conditions, should also be taken into account.
But, above all other considerations, the checice of the location of the institute
should be made on the basis of the availability of four types of resources
essential for a successful full-time programme, namely, (a) an academic and
professional infrastructure, (b) adequate library facilities, (c) appropriate
facilities for tecching, study and administration, and (d) satisfactory accom-
modation for students.

16. The secretariat study analyses the.aforementioned essential resources and
explaing their relative importance to the successful cperaticn of a regional
insurance institute. Furthermore, it deals in some detail with the all important
problem of staff regquirements and comes to the conclusion that the regional
institute should be staffed by a combination of permanent, consulting, and part-
time personnel, the latter including guest lecturers. In some regions the gtaff
problem may prove tc be crucial, botk from the pcint of view of finding the right
people and from that of covering their expenses which may absorb the largest part
of the institute's budget. It would be useful, therefore, tc expand this point
in the present report.

17. Staff reguirements will have to be established according to the size and
level of the programme. However, in all events a reglonal insgtitute must be
directed by a well gqualified, dynamic and dedicated leader. Furthermore, the
director must have the assistance and support of a capable board comprising
insurance practitioners, educators and high government officials (insurance
supervisors) from all countries of the region. For reasons of economy, the staff
must be kept as small as possible, commensurate with the idea that most of the
teaching and other educaticnal work should be carried out by permanent staff,
Undoubtedly the curriculum will include certain subjects which are outside the
competence  of the staff and the institute will have to turn for aid tc outside
sources, university professors and insurance practitioners., However, the
secretariat study explains that a slavish reliance on such sources can be self-
defeating and must be carefully avoided. Furthermore, for sound educational
reasons, whenever nossible, the assistanc: should come from persons in the region,
and preferably in the city, where the institute is locate

18. Despite the warning referred to above, it seems clear that regional insurance
institutes may require two types of technical assistance, particularly in the

early stages of their development. First, an expert in insurance education may be
needed for the formation of the educational programme of a regional institute.

This type of technical assistance has been dealt with in paragraph 9 above.

Second,; guest lscturers may have to be entrusted with teaching in several
specialized fields .f insurance technique and in this regard the UNCTAD secretariat
should establigh a roster of readily available specialized lecturers and be
authorized to put them at the disposal of those regional instiiutes that may require
their services, possibly at the expense of the United Nations Development Programme,
which should allocate funds either to the individual regional institutes or globally
to an inter-regional project on insurance education.
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19, Centraliged recruitment of guest lecturcrs has manifold advantages. In fact,
it is most difficult teo find good lecturers who might be willing and/or able to
interrupt their normal professional activities so as to give specialized courses
during one or two months each year in a geographically remote insurance centre.

If their services were required by several centres, thus providing continuity,
some lecturers might decide to congider these courses as their main activity and
reorganize their timetable accordingly. Furthermore, a welcome harmonization in
teaching specialized insurance Htopics and even more important cross—fertilization
between regions might result from using the same lecturers all over the world.

20. As regards the process of establishing a regional insurance institute, it may
vary in its details according tc¢ the existing regional infrastructure (regional
insurance federation, cr other organization for regional co-operation), but there
are some steps which may have to be taken inm all circumstances. For instance, it
seems advisable that prior tc the setting up of an institute a working group be
formed, similar in its composition to that of the future board of the institute
(see taragraph 17 above)g The group, preferably led by the person selected to be
the institute's first director, should endeavour to establish the educational
programme, as described in the secretariat study. If necessary, it may request
the help of a UN consultant.

2l. As a practical measure, at a very early date the director and at least one
other member of the working group should visit several existing educational
institutions in developing and developed countries in order to obtain a broad
perspective on the wide variety of approaches that exist throughout the world.
Most institutions welcome new efforts in the field of education, and personnel
are pleased to share their experiences aund insights with the organisers ¢f a new
ingtitute. Through this type of contact with world leaders in the field, the
organisers of a programme can find some shortcuts and avoid many errors.

22. 1In regiong where national programmes for basic insurance education already
exist in many countries, it might be wise for the organisers of a regional
institute to investigate the possibility of harmonizing these national programmes
S0 that they provide a common background for the regional programme. In other
words, national programmes aimed at providing insurance educaticn would
undoubtedly benefit from standardization of basic education and from a regional
institute being entrusted with the academic part of the programmes, whilst
maintaining administrative autonomy at the national level. :

" 23. As regards those regions whers local conditions in the majority of the
countries concerned exclude for the time being the creation of national proficiency
certification programmes, the regional insurance institute could also help out in
the field of basic education. TFor this purpose, in addition to its main
educational programme of higher level courses provided every year on a full-time
in-regidence basis to a small number of middle-management executives of the region,
the institute may also run 2 lower level correspondence programme for delivery
throughout the region. This lower level programme should lead to a kind of
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proficiency certification and could be used for creating a basic threshold of
knowledge for students embarking on the upper level programme of the regional

institute.

IXII. Proposed educational strategy

24. Clearly, the field of insurance education is changing rapidly, and new
patterns and trends are emerging which will not become specific for some time to
come. -Certainly the historical framework for education which is found in each
country will continue to influence developments, and a wide variety of institutions
will remain to meet the insurance industry's need for education. However, it
appears that for the time being the urgent need for insurance education in
developing countries can best be met through the establishment in each country of
a basic programme for proficiency certification and the creation of regional
insurance institutes to cover the need for higher education. The ways and means
for implementing such an integrated educational strategy will have to vary, of
course, according to the conditions prevailing in the countries of each region.

25. The case of Africa could serve to illustrate the practical implementation of
the proposed educaticnal strategy. In Africa there are several criteria for
dividing the continent into sub-regions. First, from the geographical standpoint,
a distinction between the Arab countries of North Africa and the non-Arab countries
of Africa south of the Sahara can be made, with a small number of border-line
cases. Second, from the standpoint of language use (which happens to correspond
broadly to the use of different insurance techniques) there are French- and
English-speaking African countries., Finally, in terms of already existing
regional co-operation in ingurance, there are countries members of the General
Arab Insurance Federation (GAIF), countries which belong to the Francophone
Conference of Insurance Supervisors of Africa (CICA), those which cc—operate in the
East African Community (EAC) and the members of the recently established West
African Insurance Consultative Association (WAICA).

26. Although the various divisions of Africa into sub-regions resulting from the
application of the above three different criteria are not identical, for the
purpose of the present study these sub-divisions can be considered as basically
concurrent. In fact, each of the three sub-Saharan groups, i.e. CICA, EAC and
WAICA is fairly homogeneous as regards language, insurance methods and practices
and - what is most important — educational needs. As regards the GAIF countries
of North Africa and the Middle East, the three Maghreb countries, which use French
in insurance matters, form a special sub-group, while the remaining Arab countries
require insurance education in English and/or Arabic. There are, of course, a
certain number of African countries which do not belong tc any of these groups,

as well as some countries which belong to two groups simultaneouslys; however,

it would not be too difficult a task to place these exceptional countries in one of
the groups, according to their effective educaticnal necds.
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27. The logical conclusion is that, in principle, Africa needs five regional
insurance institutes, namely one for the CICA countries (this institute already
exists in Yaoundé) one in East Africa centred around the EAC group, one in West
Africa to be sponsored by WAICA, one for the Maghreb countries (a nucleus of an
institute already exists in Tunis) and one for the remaining Arab countries.
Whether or mot the EAC and WAICA groups could or should be serviced by a single
institute calls for further investigation and consultations with the countries
concerned. More generally, it should be emphasized again that the example of
Africa has been brought forward for the purpose f illustrating the strategy and
that further investigation would be needed prior to any concrete action along the
proposed lines.

28. However, action seems urgently needed. Not only has the Committee requested
the UNCTAD secretariat "to prepare expeditiously and implement" a programme for
insurance education, l/ but also the delegates of 29 African countries which
participated in the Round-Table Meeting of African Insurance Supervisors, held in
Addis Ababa in November 1973 under the auspices of UNCTAD and the Economic
Commission for Africa, adopted on the same subject the following resolution :

"The participants, recognizing that there is a great need for trained
insurance perssnnel in Africa, both for the supervisory services and for the
insurance industry, recommend : '

2. That the different means and existing facilities to carry out this

1. That the UNCTAD secretariat, in co-operation with the Economic Commission
for Africa, embark immediately on an extensive programme of insurance trainings

training programme successfully be investigated, including the use of existing,

and the creation of new, regional and subregional training centres in various
parts of Africa, taking into consideration such factors as geographical
convenience and language."

29. Asia and Latin America also have substantial needs which are still unfulfilled,

and efforts should be made to meet them on the lines of the proposed strategy. As
the report makes clear, however, the process of designing programmes is not a
sideline activity, and haphazard efforts to meet existing needs can result in
costly mistakes. The development of educational institutions is a full-time job
which involves the co-ordination of many factors and mobilization of wvarious
resources, and must be assigned te highly skilled persons experienced in the field.
Furthermore, concrete political initiative is necessary to identify in each region
the factors liable to centribute to the implementation of the strategy and to put
them into action.

1/ Decision 8 (VI) of the Committee on Invisibles and Financing related to
Trade. : :
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30. For instance, the insurance industry must be sensitized to a point of total
commitment to the concept of education and its leaders must become deeply devoted
to making the programme a success. National and regional associations must be
used to provide a framework for the institutions, and if such associations do not
exist, ad hoc committees must be set up and entrusted with the problems of educatio
Government co-operation must be secured, both in financing the institutes and in
providing exemptions from rules and regulations which might prove an obstacle to
the establishment of the programme. Finally, the UNCTAD secretariat must be
entrusted with the co-ordination and guidance of these activities and be
instrumental in raising the necessary financing from UNDP or other donors.

Without such co-ordinated action the project might never materialize.

31, During the course of the study which forms the basis for this report, the
secretariat has cbserved that many persons are interested in insurance education,
but the pressures of normal activities prevent them from making headway. Unless
a concrete project is established under the auspices of the United Nations,
insurance education, which is badly needed in developing countries, will continue
to develop at a totally inadequate pace.

Iv. Concluéions

32, The Committee on Invisibles and Financing related to Trade, taking into
consideration the findings comprised in the secretariat study on insurance
education for developing countries and the conclusions of the present report, may
wish to authorize the UNCTAD secretariat to initiate immediate action with a view
to implementing the proposed educational strategy. To that end, the first step
should be for the secretariat to prepare and submit for approval to the UNDP or
other donors an inter-regional project aimed at elaborating appropriate educational
programmes for each region and setting up of the institutions required for
carrying out these programmes.

33. At a later stage, the UNCTAD secretariat should generate and supervise
further assistance, to be provided to the educational institutions according to
their operational needs on a case-by-cas: basis. Inherent in the proposal is the
concept that technical assistance would probably be required and should be
forthcoming at all stages of the development of the regional insurance institutes,
including their planning, establishment and operation. In the latter connexion,
particular reference is made to paragraph 18, proposing the establishment of a
roster of readily available specialized lecturefs, and to paragraph 11, regarding
training of insurance executives in the art of teaching insurance.
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INTRODUCTION

1. The purpose of the present study is to determinc the necd for insurance

education in developing counitries and to suggest an approach to meeting this need.

In its first chapter, the study analyses the types of insurance education programmes
now found throughout the world, providing insights as to the types of options the
developing countries might consider in meeting their own ne.ds for education. The
sccond chapter shows that the need for education is large and growing, and that most
needs generally cannot be met by the programmes now available in developed countries.
In its final chapter the study sets forih an approach to meeting the needs of
developing countries in a scientifically sound manner and describes certain specific
features of the educational programmes to be established. :

2o Implicit in the findings of the study is the endorsement of the concept of
lifelong cducation. It is clear that the traditional ecducational model, under which
formal education for most of the population stops sometime during adolescence or
early adulthood, is no longer acceptable in a world which is being wrenched by
change at an ever increasing rate.

3o Also implicit in the findings is the acceptance of modern educational methods

as holding forth the most promising solution to the problem of the third world. This
does not mean that the adopticn of highly technical hardware is necessarily felt tfo
be appropriate for the developing countries. On the contrary, preliminary
indications are that this is not generally the case. What is called for, however,
“and this constitutes the true spirit of modern educational methods, is a rational,
systematic approach to finding and solving the nceds that are shown to be real and
growing. :

4.- Stress is lain on the concept of education, rather than on training, - although
the approach 1o developing hoth types of »rogrammes would be similar. dctually,
training is 'vicwed as a subject of cducation, and is felt to involve preparation
for the more rudimentary or physical aspects of a job. RBducation, as defined in
terms of its responsibilitics; involves both the setting into place of structures
and methods that will assist a2 human being throughout his life span to maintain the
continuity of his apprenticeship and training and to equin each individual to
hecome in the highest and truest degreec the object and the instrument of his own
development through the many forms of self-cducation. ;/

5. Naturally, most programmes which would be established would involve some
training; but the thought and intent would be thet the understanding of principles
ancd of the cconomic impact of different activities would go beyond the mechanical
aspects of any particular job. The graduate would bhe able to do a better job
because he would understand the substance as well as the form of his tasks.

6. The study does not speak to the training needs of all fypes of personnel who
might work in an insurance company. Rather, it concentrates on that segment that
requires education in various aspects of the discipline of insurance.

i/ Paul Lengrand, An Introduction to Lifelong Education (Paris, UNESCO, 1970)
PP. 44-45.
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Chapter T
INSURANCE EDUCATION THROUGHOUT THE YORLD

e Insurance education in gencral

To Insurance education is widely available throughout the world today, and is
provided through a fairly lerge variety of institutions and programucs. This fact
might initially come as a surprisc to thosce who are not closely associated with the

-insurance business, but when the question is more carefully considered it does not

seem 50 hecause insurance is a very complicated ficld which makes use of specialized
knowledge in mathematics, cconomics, law, engincering and many other disciplines.

The successful practitioner must be an cclectic in the truest sensc of the word, as

on the basis of his best judgment he nust draw from all pertinent resources and tale
the decisions and actions involved in bearing the risk of another party. Because the
ficld has grown so large and complex, therc has been a tendency for insurance
personnel to specialize, and indecd some aspects arc so intelloctually Cemanding that
a very high degree of specialization is nccessary. Thus, actuarics, loss prevention
engincers, specialized attorneys and a whole list of other narrowly defined activities
have sprung up. :

- 8. However, despite the fact that insurance draws on nany fields, all authoritics

would agree that there arc certain basic and fundamental clenents of insurance which
arc the cement that holéds the vorious individual disciplines together, and thot they
nust he learned if an individual is to become a qualified insurance practitioncr.
These basic principles should be the foundation of any effort to educate insurance
personnel, and they are well enough defined 1o constitute a discipline of their own.
Furthermore, basgic insurance principles should be the prism through which all
specialized courses in related disciplines are viewed, if they are designed to
produce qualified insurance personncl with a minimum of delay and cxpensc. As
specialized education in related arecas develops, it should be formulated with bhasic
insurance principlcs acting as the foundation on which it is built.

9 & factor thot strongly influcnces vrogrammes of insurance cducation is the
structure and attitude of established educational institutions. In those countries
where appliced as well a theoretical scicmeous have historically been included in the
acadenic curriculum, virtually cvery type of insurance education programme imaginable
is found. Wherc established cducational institutions traditionally have been wary of
the applied sciences, however, insurance cducation traditionally has been confined to
the insurance companies themsclves and to specialized institutes established by the
companies and/or practitioncrs in the ficld. This chapter describes the types of
insurance cducation found throughout the world, and the annex lists programmes that
might be consulted by nersons interested in the subject; by so doing it helps to
reduce the under-utilization of cxisting programmes.

10, For purposes of this study, programmce of insurance cducation have been
classificd into the following six categories: in-housc training, institutions
granting certificates of proficiency, commercial and trade schools, professional
certification institutions, universities, and specialized institutes for insurance
cducation. Categorics were cstablished on the basis of several factors, including
the typc of training provided, the level of difficulty, and the goals of the
institution as personified in the award reccived by participants who satisfactorily
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completce the programme. To some cxtent the classcs are prescnted in ascending order of
difficulty, but it will quickly become evident that there is a great deal of overlap.
Thus, cach indivicdual educational programmc nust be evalueted on its own before its
position among the others can be ascertaincd.

Be In-house ftraining

1. Basic troining

11, Generally speaking, most insurance coupany persomncl receive their first
instruction in insurancce from the insurance companies themselves. This so-called
in-house training is inplemcnted by the company, typically on its own premises, and
nay broadly be characterized as being job-oricnted. Thus, at the most basic lcvel
now cnployees are initiated into their jobs with rudimentary instructions relating to
their work activitics.

12, It should be cmphasized that in o significant majority of the cases, beginning
home—-office personncl receive only that training necossary for exccuting the mechanics
of their jobs. This might invoelve a task such as tronsferring information fron
application forms to the policyholder registcr, or completing bordereaux for
reinsurance. The cmployec has little if any insight into the way his task fits into
the company's operations, and cven less insight into the theoretical principles of
insurance that underlie his duties. TFurthermore, the gloony cvidence is that in many
places this orientation tends to continue as the employee moves up through the ranks
into middle managenent. All too often the employec remains oblivious to all but the
mechanical aspects of his job, with the few judgnents he darcs make being slavishly
based upon precedents that have been carefully laid out for hin.

13. The basic training of the field forece is somewhat broader, due to the fact that
its function cannot be successfully carricd out in a totally mechanical way. After
2ll, an agent must have some kmowlcdge about his product if he is going to be
successful in selling it. .nd whilc this information usually takes the form of a
varicty of standardized, “pre-packaged”, approaches, designed more to overcome sales
resistonce in different situations thon to tailor plans to meet security nceds, the
agent does- become reasonably kmowlcdgeable about his product. However, agents at

this stage of training have littlc understanding or knowledge of the activitices taking
place in the home office, or of the insurance principles underlying the contract they
are selling.

14. At the point where insurance cducation gocs bheyond the rudimentory training of
nechanical fasks, it must quickly broaden o include ot least the most basic
theorctical concepts and princinles underlying the subject. These are best taught
through some typce of formal study, rather than being deduced from the performance of
various tasks of the insurancc busincss, and once they arc mastered the employce. can
see¢ them in action as he carrics out the dutics of his job and observes others in the
COmPANY «

5e Mony companies attempt to provide some training at this level, and the method
of training veries widely from company to company. whercas some still use the
apprenticeship method, which is well-definced and has a very linited number of
variations, other types of training typically involve a wide variety of nmulti-
facetod methods which can be combined in an endless number of ways. In some cases
the student must instruct himself through individual study, but in othcrs the

Ccompany provides some formal instructione as the cducational level advances from the
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most basic to the intermediate, there is o tendency for the programmes to become more
formalized. Beyond that point, however, they again tend to become less formal and
morc highly incividualized. It is cncouraging to notc that a few companies are making
usc of non-traditional cducational techiaology to specd the lcarning process. Howcver,
as most of the programacs deal with a rolatively small number of persons, and as
initial coste for such tecchnology can T relatively high for an individuwal company,
noat companies continuc to rely on traditicnal learning moterials such as hooks and
amphletse. Often such naterials are writien Ly compiny officers ond in some cases
they arce printed ot cost Dy the comnany prnt shop. Unfortw.ately, such efforts at
cost saving somnetincs arc cownter-oroduciive, becausc the materials may lack ths
stimuilation, clarity or comprohensivencse »f a p»rofessional work.

2. - advanced troining

16. a-relatively small hut increcsing nuszbor of oomtanics, »nrincinally the larger
ones, ales provide cdwvanced sfucstion in breador fA0L70 rolzdiing b o inzarance.  For
mple, companics throughout the world are Droviling cducation in goncral managenent,

ocauntlng, rigk managcencnt, cstatc »lanning and husincess insurance, among others. 4
few of the courses malie usce >f pwn-tra”itional for of learning techneology, where the
nunbers of persons invelved orce substantial. This particuloarly is truc of advanced
courses for lifc insurancc sales ﬁersannelo However, the cdegree of specialization
usually narrows the field of eligible vwarticipants considerably, anc most advenced
coursce tend to rely exclusively on traditiconal learning matcrials and on-job
training.

17. Host in-housc training talies nlacce on the premiscs where the cnployec works,
Lut in some cages selected employees from the field arce taken 1o the home office for
troining. Among the primery adherents to this ap»nroach arce the large international
insurers, and some large insurance brokers. The legal arrangements for these
programmes vary considerahly, and in some coasces the ennloyee is Yon loan™ from his
company, as opnosed to being an employec of the company or broker nroviding the

training. Howover, cxeept for the legal formelitics such programmes arc 1n—houso
tr*lnln” and therefore are included herc. Tynically, home »ffice training given
J X J g (6}
some oxbtent the nrogrames - PleJVMHMJmO

only to upper echclon personncl. &
to nmect the needs of the o ; o froquently they are carrisd out on an
apprenticeship bagig. However, concurrcent with his traincoshin, the cnuployec usually
follows sone formal course of study, such as preoaration for a professional
designation.

18, Generally speaking, the best progrommcs arc of o year or nmore in duraticn and
they integrate the emnloyee into a normal work situation ns much as rossilblc.
Although the cmployce may Le involved in scverzl phases of the Tusiness during his
stay, he should actually become involved in the normal cctivitics of cach »ne instead
of remaining an obscrver. In some cases programmes of o shorter duration have heen
qucrmstuul and wartloulwrlv thosc that have concentratcd in bhuilding skills in a

uCl&llaud arca. Such courses, however, are throatencd by the scemingly irrestible
tengency of organlzers to broaden the focus.

Ce Institutions awarding certificotes of sroficiency

19. The first and last chucdulJa that the asvers insurance conpany employec
receives in most countrics is o basgic on-job training programme in which the
mechanics of his job arc described. Some few, relatively speaking, have the chance
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to take advanced troining uwnder an in-housc programme, but the costs of such
progranncs are beyoncd the means of smaller companics in mest countrics. Thercefore,
the employee who truly is intorcsted in impreving his lot typically will turn for
cfucation to an outside institution.

20. For mony ycars a variety of institutions have been providing basic cducation

in principles and practices of insurancc, and the size of the ficld is incrcasing.
Then measurcd in terms of carellment, by far the most important force in this ficla
is o growing group of institutces that aword cortificates of psroficicncy. Other types.
of institutions for basic c¢ducation will ¢ descrilied later ony and cach of thém has
its strengths and wecknesscs. donc approaches the cortificetien institution, however,
in terms of the shecr mass »f students it rooches,

21, Certification instituti.ms »flor ~rozrammes of osic oducation for the

insurance incustry or a snecific sogment of it.  They ainisteor exominations and the
successful candidate is aworded o certificate of mroficicncy. Typically the insurance
industry gives dircect support to certificaticn institutions and regards them as an
efficicnt substitute (or supplement) for in-house training. They enjoy the cconomies
of scalc that arc associated with o large programnc, and at the same tine they play a
healthy role in standardizing practices throughout the industry. 4ilso, ot least in
theory they arc independent of the companics, and thercfore have the acadcnic freedom
to tecach what is propoer although it may conflict with the individual practices of

S0Me 1NSUrers. . e

22. A primary advantoge of certification institutions is that they provide employces
with a certificate that is widely known and wn’crstood. Thus, a qualifying omployec
is tc somc degree a known quantity to a prosicctive employer. At the same time,

the curriculum must be somewhat gencral in noture, and individual companics must
implement some in-house training, ot lecast on an apprenticeship hasis, to acquaint
employecs with specific company practices.

23 The academic standards sct by certificatiosn institutions are, in lorge part, a
function of the level of cducation enjoyced hy nersonncl in the insuronce indusiry.
Where that loevel is low, the standards for cntry must be sct ot a low level and
comscquently the certification standards nay also suffer. However, onc must never
lose sight of the fact that the quality »f the learning exporience itsclf is a
primary determinant of the educationnl . stanlards achieved, and a determincd group of
educators can do o great deal if they have adequate support.

24 Most institutions set forih an experience (work) requirement thot candidates
must satisfy before a certificate is awarded, alihough not necsssarily before the
examinations may be taken. This requirement is in keening with the theory that many
things are learned in the work situotion which are difficult to test.e i4Llso, a test
is only a sample of an individual's knowladge, and the experience requirement helps

ensure that the desired stondards are satisficd.

25 In most »programmes the student has o cheice of srenaring for examinations
through formal classes, or throush study. In at least -nc casc, hewever, attendance
in lecturcs has Dbeen decmed to be nart of the roquirements for toking the
examination. This requircment has obvious advantagos from o pedagogical standpoint,

but it precludes from certificatiom thosc cutsidc the arcas in which classcs are given.
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264 Because the companies regard certification programmes as a substitute or
important supplement for in-house training, they frequently set up classes ancd pay part
or all of the costs for tuition and study materials. dlso, it is not uncommon for
qualifying employees to receive advances in salary and/or rank. Unfortunately, support
of this type is somewhat rare in devcloping countries, but at least it is widely
discusscd as a possibility.

27, One frequently overlooked but extremcly important aspect of a certification
institution's work is the dewvelopment of a high cnrollment in courses and the
maintaining of enthusiasm among candicdates. any programme that has merit is going to
involve at lcast some difficulty for almost every siudent, and most students will find
the entire programme difficult. Learning under even the beet circumstances usually is
hard work. Adults have many factors competing for their time, and most of them, such
as family, Jjob and civic responsibilitics, are important. It becomes casy, therefore,
to allow the comparatively dull, and certainly more difficult; aspects of life to be
pushed aside. And, given the valid demands on an individual's time, this can be done
with very little rationalization. '

28. The certification institute must constantly be working to overcome resistance o
enrolling in new courses and the lethargy that develops during the course. Onc way to
do this is, of course, to improve the quality of the courscs themselves and the
educational technology used, but cxpereience has shown that this alone will probably
not do the trick. Constant communication must be maintained between the institution
and individual candicdates, and an organization must be fostered at the local level as
well. Local institutes must strive to develon a sense of unity and purpose among
students which will help overcome the lethargy and loss of confidence that sometimes
overtakes them. The certificatiorn imstitution must regularly senc a representative

to the local institute to help it maintain its momentum.

29. A certificate of proficiency should he more than a mere symbol of achievement

in the abstract sensec. It should represent a sounc knowledge of insurance principles
and practices which will help an employee advance himsclf anc his firm. Consesquently,
a high priority should be placed on the availability of a well-designed certification:
programme in every country. The programme need not necessarily he an indigenous one,
and in many cases it makcs more sense to develop one through regional co-operation or
to adopt a programmc developed in another country. However, the important thing is

for the insurance companies of cach country to make a decision, through the processes
and institutions that arc appropriat. to them, so that their personnel can have guidance
as to which programme best mects their necds.e Not only will the personnel be relieved
from taking what probhably would amount tc o blind choice, but also the chosen
institution undoubtedly would be morc semsitive to their nceds. This incrcased
sensitivity would seem to be natural, and to follow as an appropriate response for an
institution seeking to satisfy its clicentele. In addition, however, it can also be
fostered through more formal steps such as the placing of a representative from the
country on the board »f directors of the institution. Thus, for example, it is not
difficult to cnvision a regional certification institute with represcntatives from

each member country on its board, in addition to other apnropriate mewbers.

D. Commercial and trade schools

30. In many respects commercial and trade schools (hereafter referred to as
commercial schools) arc closely akin to institutions granting certificates of
proficiency. Therefore, commercial schools will be described here primarily in tcerms
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of the features that distinguish the two from each other. Commercial schools are

1

designed to give specialized post-secondary schosl training in @ carcer field for the
student who is fairly sure of his carcer goals and who dnes not wish to attend a
university. Like the certification institution, in most cascs the commercial school
concentrates on practical skills rather than developing broad insights or profound
theoretical uncderstanding of the subject. However, in a few places, for example the
Federal Republic of Germany, the commercial school system is to an increasing extent
being viewed as an alternative to the liheral education »f the universities. Courses
in the specific carecr fiecld arc becoming increasingly Cifficult with greater emphasis
being »laced on theorctical concepts. This upgrading o>f commercial schoolsg tends tn
occur in places where universitics arce traditionally theoretical and have shunned the
applied sciences.

31. Commercial schools tond to offer a Droad gncetrum -F carecr fields from which to
choose, and typically the costs are underwritten as mublic schosls. In some cases, an
incdustry or firm may support swnecific arcas of the curriculum, but this typically is
not an cssential feature. Certification institutions, on the other hand, are narrowly
specialized in insurance and dircctly rcloted subjects, and they are supported by the
insurance incdustry or a broad nortion of it. Ixperience in the field is not usually
one of the requirements for rcceiving o dinlomno from a commercial scheol, -hut many
industries offer apprenticeshins or part-time worlk for students. It is generally
agreed that expericnce of this naturc is valuable for students, and the firms tend to
bulld up goodwill which they heope will convert itself into an allegiance at the time
of graduation. Attendance in a clasgs is required. Tynically classes are held in the
evening, often in schools used by children during the day.

32, As certification institutions and commercial schools nlay similar roles, they
typically do not thrive side by side. The allegiance of the insurancé industry will
usually swing to one system or the other, and the one which gocs unsupported will tend
to wither. For example, recogniticn of a certificatc »f proficiency through increased
salary or promotion possibilities will tend to Llecd off students from commercial
courses’ and vice versa. By the same tokcen, political 1obbying by insurance companics
on behalf of strong commercial schools could raise their profile in the educational
system. In some casces the commercial schnels have scen thelr orinary role as
preparing students for certification, and of coursc the two have continued to exist

in parallel.

33. Commercial schools tend to o best in large cenires of population, and this

represents one of their »rimary drawhacks. Pergons living outside the large

metropolitan arcas find it Jdifficult to reccive proper training. 4t the same tine,
]

the concentration of students facilitntes the cconomic usc of modern cducation
technology to incrcase the cfficicncy »f learning.

g, Professional certification in insurance

gin to take root in a country, a marked

34 Once basgic training vrogrammes heg

improvement in national insurance markcts should hecoune c¢vident. However, an
insurance industry cannct expect to reach its full potential in success and prestige
until its members adopt a professional attitude, and it is for this rcason that in
many countries with develoned insurance markets a professional certification

programme in insurance has bHeen established.
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35, The coneept of professionslism has “een cofined in various ways. One of the
mein characteristice of a »rofusegion is that it must e basced upon a science, and in
its practicc the scicuce must bo used in an cxsert way. wvery aspect of insurance
fulfills this roquircacnt. If the undervwriter misjudpes his nortfolic of risks,
cithor collecetively or indivicduelly, hoe could cndonger the centire cnterprisec.
Actueries, attornocys and othor smeciclists also have similar levels of responsibility,
and must practise thelr vocation with o high degree of skill. Finally, agents, loss
adjusters and ~thors whe Jeal directly qlth the puhlic must be highly-gqualificd or
insurance will not 1w creativ.ly uscd to sclve the sccurity nceds of socictye.

"
{

36, In appiying his cxp
sclfish comucrcinl viow anC
concent - conscicntisus and
“r)fc si“n l conduct.  In i

krwwledoe, the odroctitioner must abtandon the strictly
asc his d¢cision5 on the sliont's noecds clone. This
gintercstel service - iy the very csscnce of

\ the most obvicue aru? vhers it is out to the test
a5¢ut ig continunlly tompi scll the »olicy which nays
r than the moe that hest mccts the client's nceds. The
rihur arcas o8 well thoush, and many illustrations can be given
investing, and other functions performed in insurancce

compa l’llCS o

37 The final idea embodicd in wrofessionolism is that the practitioncr should
possess a sonsc of loyalty to hie fellows, o snirit of hel fulness to the common
causc that dl have adymted and on unwillingness 9 commit any unorofessional acts
which would bring sihamc on the cntire profussion. Certeinly insurance ‘
nructltloncro wrp capzable of such Uchaviour, ag has boen denonstrated time after
time throughout the world. This mutual spirit will maturc and come to fruition
when o country adlants o strong programe of professionalisation.

[}

38. Professional certification institutions among the traditional »rofessions of
medicine, the law, the ministry, cte., arc usually called institutes, academies or
colleges, and this mractice has Leen followed in the field of insurance. Vhatever
the term chosen, howover, all perform the same function which is the certifying of
professionale within the field. Llthoush there are several types of nrofessional
certification institutions throughout the world, the following three arc the most
tyoicol examples »f such ingtitutes: :

]

1. Chartered Insurance Ins titute (U.X.)

39, Possibly the 517est insurance cducation of any kind is the Chartcred
Insuronce Institutc (CITI) which ie headquartercd in Londen. The Institute gives
certifying cxaminations in all lincs of insurance, and candicates must specialize
in one of the following classes: (a) gencral, () life, (c¢) motor ond liability,
(&) »roperty or (¢) marinc and aviatirn. Two levels of cortification are awarded:

the associateghin an? the Ibllc rshiv T, achicve the assscizteship o candidote must
nass twe gencral survey courses ( nﬂf“ip cxemtionr Ty showing he has received an
equivalent cducation) and seve ] courscs in one of the spocialized branches. Thesec
exaninations must 211 %e successfully completed within six years of thoe year of
egntry into th ogramme, or 211 credits sarned orc lost. an dssociate may becone

oy
a Pellow by ‘ass1nt cxaninatisns in three additional subjects, including (a)
Tinance, investment ond management accounting, (%) monagement of human resources,
and (c) Muﬂ&gUuOnt techniques and statistics, or opticnelly, morkceting ond
statistics.
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A0 The Chartered Insurance Ingtitute hos fostored the development »of o whole net-
work of insurance institutes (i.c. the chapters of associates and Fellows) throughout
the world, which fall into onc of three catcgories, namely, local, associated and
affiliﬁtefl° Local institutes arce found in 77 locations throug hout the United Kingdom,
and there are six associated institutes in the Republic of Irclaond. Each of these
institutes spomsors CIT courses and (with fow exceptions ) provides a centre for CIT
examinations. In addition, o large nuaber of other professioncl activitics are
spawmed through the institutes. The third class of instituts, the virtually
autoncmous affilicted institute, is found in 39 locotions ar>und the world.
dctivities vary among affiliated institutes, with some fow having regular courses
for CII candicdates while others have only an occasional mcceting for members. in
important legal distinction Detween the local and associated institutes on one hand,
and. affiliated institutes on the other, is that the former are entitled to nominate
the majority of members of the Council which is the governing body of the Institutce.

4l In addition to the 39 affiliated institutes, the CII has o large number of

other locations where cxaminations may ¢ taken in some 23 countries, including many
developing countries. The Institute cstimotes thot approximately 1,500 candidates
from developing countrice take the examination cvery ycar. The Instltuto reports

that with only nminor exceptions the courses arc basch on English low and practice,

as it would be impracticable to introduce local variations throughout the globc.

Also, the practice of insurance in most countrics wherce the exonminations are given
follows the English pattern very closely. However, the examination regulations do
provide that candidates may answer questions in accordance with local law and »ractice,
provided that they state in their answers that they arc doing so.

42.  In threc countrics - australia, Canada and India (sce helow) - the affiliatec
institutes have their own cxamination systems, with some of the courses being hased
on national law and practice. Nevertheless, a substantiacl number of candicates from
these countries take the Institute's cxaminations as an alternative to or in addition
to their own.

£3a As formal instruction overseas is somcwhat rare, a great number of candidates
make use of the Postal Tuition Scrvice. The service is also populoar among many
_persons in the Unitced Kingdom, and particularly those from small towns where courses
are not offercd. Tull study materials are provided in the service, including
practice test papers which arc marked, annotated and roturncd to candidates Dy postal
tutors. Another feature of the service is that tutors also advisc studentis on any
difficulties that they mey have with the materials. Tutors arc sclected from among
highly~-qualified practitioners in the insurance husiness, and can provide both
practical and theorcetical insights into »roblens. .

{ In the Unitcd Kingdom classcs arc arranged through o "network of local
cfucation authority colleges. HMost cmployers viluntarily give their students a
half-cay off per weck for classes, and this usually is supplomented Dy an evening of
olasscs. Textbooks preparcd by the CII are usced in virtunally all colleges where the
courscs arc taught. These textbocks are traditional in nature., and u(thlOHul study
materials are not used cxcept by persoms cnrclling in the Postal Tuition Service.

LA

45 Only a few full-timc wiversity teachcers of insurance arc found in the United

Kingdom, so most of the teaching is done by practitioncrs who have little or no
training or experiencc. In ordler to corrcet this problem, the Institute makes
strenuous efforts to get teachers to attend short, nelagogic courses where instruction
is given in both the theory and practice of tcaching.
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46+ Dxaminations generally arc of the cssay-typc. From time to time the Institute
has considerod the hossibility of introducing objective questions, but has concluded
that they o not mect ites nceds. Eraminations are first nrepared by individual

te ensurc thot they rovide o fair tesgt of the candidate’'s knowlelge and that they
cover the syllabus a:vquaivly. Cancidatcts mapers arc marked by the individual
cxaminers, ond agein there is o orocoss of carcful moderation to cnsurc that similar
standards of morking arc annlicd throughout.

cexaniners in the various subjects, and arc then scrutinized by o pancl of moderators

47« 4 person may “ecvﬂc o candicdatc ﬁrovide‘ he satisfies o minimum cducational
requirenent which can be met in a variety »f ways. The general level of cducation
called for would Ye a scecondary school levL,-le Onc of the reasons why comnaratively

feuw nverscas students take CII cxaminations, the Institutce reports, is that the

qualifying level is high. The great najority of oconle caployed in insurance in the
developing countrice comnot meot the requirements, ond nmany do not spcak or writce

Englishe  To helpy meot the nseds of such people, the Imstitute does from time o time
gilve permission to various orgonizations cither to tranclate the stuly courses or 4o
use thcm as o basis for instruction, having adajted them to accord with local law and

nractice. T'o meat rarticular requosts, the Institute hos alse preparcd simplified

ingtructional materials on insurance.

58 The associatoshiy will not be owarded until the candidate has attainced the age
of 21 and been covnloyed in insurance for at least two years. Pellowships arc
awarded only to those nerseons attaining age 23 who have been cngoged in insurance
for at lecast four years.

&
L]

2. TFederati-n of Insurance Institutes (Indic)

49. . In India, srofessicnal cortification is carried out Ly the Federation of
Insurancce Institutes (FII) which was formed in 1955. For some years prior to that
timc one affilicted institute of the CII was operating in Bombay and two in Calcutta.
However, it was folt that the CII progromme was not totally relevant to the Indian
gituation, and Inmla created on indizencous institution, which, although modeled on
the CII with which it is affiliatced, developed its own cducation and testing programme.

50. Three levels of ¢ X3m1ﬂ&]1,‘u; the licenciate, associote an? fellowship are
given by the PIT, and the succeszful comiletion of cach is o condition precedent

applying for the noxt. 4o COnLL”’ e f the liceonciote must choose bhetweoen life and
non-life lincs, an’ if he selects the lotter he will speciclize in fire, marine, cor

miscellancous linoes. This choice should be nade with care, for it determines the

course that must be followed in the associcteshiy prograwme. Depending on thoe
specialization in the liconciate, the candidote for the ssoclateship must choose
onc of the following branches: ({n) sernoral (5) corposite (c) firc, (d) marinc,

(¢) accifent, and (£) lifc. Then, ot the $11 s ship level the curriculum is divided

inte three scetions, eomprising ;cvountinb and Tinance, law and scerctarial practice,

and principluz and oroactices »f managencent.

51. From the time of his first cxeminotiom o condidote will e allowed a time

limit of only throc yoors to comblote his liconciote cramineticn or lose any credits
he has accumilated. Alzo; the throo cxominations must Lo jasscd in six attemits '
Cormorce graduates Trom recornizod wiilversitics con o cxzinpted from the third
lioenciate examination, which deals with sul jects that can e cxbocted to bo

covered in accrzdited curricula. o condidete st comtlete the associateship
cxaminations within cight years of the tinc he toekes his firet associcteship
cxamination.
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52 Traditional textboolss are uscd in oll courses. Uhere a coursc is adopted
dircetly from the CII, the CII tp“*“ﬁok is revroduced in India. The FIT creoted its
own toxtbooks for the courses it develonse.

53. The Pederation has Beon somcwhat disasnointed in the pass ratios for associate-—
ship and followshin examinations, which tend not to excecd 30 per cent, and arc trying
to imorove the performance of condidotes in various ways. Tor uxamjlb, cach of the

46 associated Inst 1tutoo throughout India sponsors classcs an’ cxamination centres.

At the zssocicteship level the Federation has initiated o "Difficulty Solving Scrvice®
to which students can turn if they cannot understand a2 problem or concept. Before
making use of the scervice, however, the student is cxpected to make an honest cffort
to study the cosc, attompt o solution himself, ond send in his solution along with

his rcference. If the scervice mocts with great success, the Federation will consicer
extending it to other cxaminations.

3. American College of Life Underwriters (US.)

54e  In the United States of America, professicnal certification for the insurance
industry is provided by two institultions: The American College of Life Underwriters
for the life insurance businoss, and The dmcrican Institute for Pronerty and Liability
Underwriters for the non-~lifc lincs. Both institutions arc highly respected, but due
to space limitations only The imerican College of Lifc Uncerwriters will bo described
here. The operations of the two arce parallcl in many respects, and the amcrican
Collcge W”“ scleocted becoause of its cmphasis on nan—trudlulonal cducation techniques
vihich nakes it foirly unique among institutions of insurance cucation.

55 The orlﬂlnal surpose of the american Collegs was to sct professional standards
for nersons engaged in activitics related to the protcection, accumulation,
conscrvation, and diztribution »f the cconomic valucs of human life. Primary among
these persons would be nersons involved in the 1ife and health insurance busincss,
but the field is widening to include trust officers, »ublic accountonts, financial
atvisors and others. Some 50 years after its foundation, the ”ranting of the
Chartercd Lifc Underwriter (CLU) fesignation remains the College's primary activity,
althoush it hag talken on o brooder range of ccotivities, 1ncluu1ng a wicder varicty of
cfucational »rogrammes, oxitcnsive roescarch on adult learning, and clucational
consultation to individucols, cducational institutions, Tusincsses and governmentss
56. In sctting vrofessional standords, the dmerican College roguircs thot
candicdates poss cxaminations in ten subject matter arcas, 1nclua1ng (o) intividual
life an¢ heolth insurcnce, (b) 1ifc insurance law and company operations, (¢) group
ingsurance ond social insurance, () uensisn ﬁlahning, (¢) inconc taxation,

(f) invesitments and  family finoncial nanagenent, () accounting anc finance,

(h) cconcmics, (i) business uscs of life and hCQIth insurcnce and (j) cstate
tlonning and tazxation.  With the czmeontion of the oxamination for coursce J, which
is imtended to be the final coursce, the candicate may toke the cxaminations in any

4

order Jesired.

5T» Both csscy ond ohjective c"ﬂmineticnc ar:z uscd, and the results tond to e
quitc similar on cach. Bvery objective question is tested to determine its level of
difficulty and its olility to ﬂi%crlglnwtu among good, average and noor candidaies.
48 Tor cssay cxaminations, quoestions nrc develeoped first in a scries of confercnces,
moking ample usc of outside experts, and then a tatal]y Ciffercnt poncl of oraders
convencs to formmulatc acceptable cnswors. In order to maintoin high and cqual
standards among candidatoes, an claborate wroccdure for gr&alng naners is fallowod in
which parcres may be graded several times and then submitted to a revicw panel for

AT Fanad S aa
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58. The imericen College does not require that candidates follow any particular

plan of study, but it dones provide a wide variesty of learning aids for persons who

arce intercested in receiving guidance hefore attempting their cxaminations.  Iost
candicdates do avail themselves of at least some of the materials offered, which arc
developed™ in one »f the world's most modern cducational laboratorics according to

the highest scientific standards. Both the contont and study materials are valicdated
for effectiveness before heing made available to the public. .mong the many moterials
for stucents, arc the study guides, programmed learning textbooks, and cassette review
PrOZrammes .

9.  dbout half of the candicates for the CLU designation study by themselves, and
the other half study in classes. The College assists teachers of the CLU classcs
by providing free of charge, scveral valuable teaching aids, including teaching
outlines, slides, transparcncics for the overhead »nrojector and films. 4lso, cach
year every teacher is invited to attend a teacher troining confercnce at which he
improves his ahility to transfer his knowledge to his students. JAlthough many of
the teachcrs arc professors at colleges and universitics throughout the United
States, the majority orc lay teachers who have 1ittle or no teaching expericnce.
Through & wide range of methods, including peer cvaluation, sclf cvaluation on a
closed—circuit television system, rolc ploying and brainstorming, the participants
probe into all aspects of teaching and learner motivation. Surdrisingly enough,
professional tcachers receive the conference as cnthusiastically as cdo the lay
teachers.

60, Lvery CLU candicdatc must have three years of satisfactory cxperience, including
the full twelve months preceding the date when the designaticn is awarded. He nmust
at least have graduated from o secondary school, and be 21 years of age when the
cesignation is awarded. Prior to the awarding the CLU diploma, The Jdmerican College
obtaing a confidential rcyport on cach candidate and rescrves the right to reject a
canlidate at any timc up to conferring the award. Once a person receives the CLU
¢iploma, he is c¢ligible to join the dmerican Society of Chartcercc Life Underwriters.
A large part of the Socicty's programme is cdevoted to continuing cducation for its
members, and programmes arc carried out both at the national and local lovels.

. Insurance ccucation in universitics

fla imother major source of insurance cducation is the universitics of the world.
A recent survey determined that 369 institutions of higher colucation outside the
United States included in their programme insurance instructicn cither as a separate
course or as 2 subject included in other courscs. Althoush an in-depth treatment
of the subject of insurancc is not always found in universitics, several of them
have very strong insurance nrogrammcs. Insurance education in Uniteld States!
colleges and universities is narticulerly strong and widesvread due to scveral
factors, promincnt omong which is the Huebner Foundation for Insurcnce Blucation.
Nemed for a famous insurance professor, the foundation has Drovided support for
approximatcely 135 doctorial students (uost »f whom have become insurance professors)
in somec 25 years of operation. Recently, the Huchner Foundation reported that
during the 1969 ~ 1970 zcadenic ycar, o total of 579 colleges and vniversities in
the Unitced States offcred instruction in insurance and rclated arcas. &/

L/ This cdetailed study moy be obitained by writing to The Huelner Foundetion,
The University of Pennsylvenia, Philadelphia, Pennsylvania 19104, USa.
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62, In continental Lurcpe, many universitics have complete programmes in actuarial
scicnce at Master's and Ph.D. levels providing cxtensive ecucation in life insurance,
social insurancc ond pension schemes. In the countrics concerncd university degrees
in actuarial scicnce, obtained after five to ton years of “in class studies®,
simnultancously »lay the role of rtrofessional accreditations and automatically open
the way to membershin (followship) of the corresponcing Institutes of .ctuaries,
sunjceet to various moral rcguirecments sct by the assenbly of the members.

63. The situation as rcogards university studics in general insurance is by far
less straightforward. University curricula in gencral insurance arc cxtremely
heterogencous and cach is designed to provide, according to the faculty in which
insurancc is cealt with, a combination of knowledge and skills that the faculty
feels an cducated man should have. Bven in cascs where the number of student hours
cdevoted to insurance matters is considerable, a degree in insurance is rarcly given.
Insurance subjeots arc frequently included in courses lcading o a degrec in law,

a degree in public accountancy, a degree in business administration, a Bachelor of
Commcree degrec etce

64, The:cnmex shows countrics with universitics having cxtensive programmes in
insurance, as rccorded in a survey published by the dmerican Collcoge of Life
Underwriters. i/

- Ga Snecialized institutes for insuronce ecucation

65. In addition to the aforcmentioned traditional forms of insurance ecucation,
there arce also o certain number of specialized ingtitutes »roviding such education,
created by some large reinsurance companics to scrve their international clicnts,
by associations or federations of insurcrs for their members or cven by Goveraments
to meet national or regisnal ncoeds. The primary function of such institutes is to
provide classcs and other group-study loarning experiences for staff of insurance
companics and, in somc cascs, of govermment scrvices entrusted with insurance
supervision. ' '

66, Since most of these institutes have been cstablished on an ad hoc basis to
serve very specific nceds, it is natural that no generalizations about their
curricula can bc made. The levels of difficulty vary widely and depend nrimarily
upon the needs of the population to be served. “hore an institutc serves a broad
arca, such as an cntirce rcgion, the cconomics of the situation tend to dictate that
only higher cxecutives and »romnising middlce monagers will attend. Thus, the
education offercd usually is above the basgic lcevel, Local institutes, on the cther
hand, tend to provide more basic ¢lucation. However, it is important to note that
certein institutes provide a wide varicty of courses ot different levels. The more
basic courscs typically scrve only the local population, while the advoanced courses
attract students from a larger arca.

67 4 small number of institutes swonscored by individual companies, ¢o not "fail®
any of their students, and grant certificates of attendance o all. However, this
poelicy, which in most cases is motivoted primarily by commercial comsiderations,
does not prohibit feedback on student progress. Tests arc still given, but they arc
used orimarily frr the institute's bencfit and to let the student know how he is
faring. This pclicy may be successful in 2 strong programme where the students arc
carcfully sclecicd and superviscd, but an upgroded approach would not work in most
educational programacs. Testing typically is roquired to cstablish and maintain
standards if o large number of »ersons are to rceceive the benefits of the programme.

;/ This cdetailed study may he ~“htained by writing to: The american College,
Bryn Mawr, Pennsylvania 19010, Ul..




TD/B/C.3/121/Supp.1
page 16

68. As a practical matter, regional institutes often locate in a large commercial
city, preferably one which has a university teaching insurance or closely related
subjects. In acddition, whilc as a general rule institutes are autonomous, or at
least nominally so, frequently an institute will affiliate in somc way with a
university, while retaining complete control over its own »rogrammes. The advan-
tages of thess sieps, which usually are essential for all but the largest institutes,
are that they provide access to rssources that otherwise would he out of reach for
the ingtitution. Both the business world and academe offer rich lodes of talent
which can be hel:;ful in staffing classes and providing technical background for

‘developing materials. 1In acddition, they offer access to important facilities such

as libraries and classrooms.

69. The institutc and the insurance industry will nurturc cach other, as a con-
stant flow of students is the life blood of a »rogramme, ancd knowledge is the
industry's cngine of development. Furthermore, the close proxinmity of a thriving
insurance industry provides the vitality which comes frow daily contact between
practitioners and thsoreticians. It also provides a s»ark of enthusiasm and
motivation for students, who can see the concepts and problems they are studying
being dealt with on a daily basis.

70. Some of the larger specialized institutes for insurance education develop in
a manner which leads way beyond their initial sn»ecific purpose, aimed at covering a
rather limited and temporary nced, anc tend to become a kind of professional
college in insurance, cquivalent to universities as regards professional accredi-
tation and academic standing of students, at least locally if not internationally.
One of the typical institutes of this kind is the "Ecole Nationale Adlassurances®

in Paris.

Tl. One example of a regional insurance institute of particular interest, as it
has been created by a group of developing countries and is located in one of them,
is the "Institut Internatiocnal des aAssurances® in Yaoundé, United Republic of
Cameroon. The institute was created in 1973, with the tcchnical assistance of
France, by 13 Francophone iAfrican countries which are members of the “"Conférence
Internationale des Contrdles d'issurances" (CICA). Financing for operations and
scholarships is proviced by the CICA and supplemented by a substantial contribution
from the United FWations Development Programme. Facilities and overheads have been
contributed by the Government of the United Republic of Cameroon. The CICA con~
tribution is raiscd through a »remium tax which is levicd on all member countries
by the insurance supervisory authorities so that the bencfits of the education are,
in effect, being financed to a large extent by those who receive them.

T2 The "Institut International des dAszurances™ in Yaomwndé is roughly patterened
after the "Ecole Nationale des dssurances' in Paris, but will of course develop
according to the needs of the region it serves. a8 is the case with every young
institution, it is still undergoing change in its programmes and structure at a
relatively rapid rate, but after a ycar of operation the basic pattern is fairly
well cstablished. A two year »rogramme of upper level courses is provided on a
full-time, in-residence basis for 30 to 40 promising middle-management executives
of the region. .lso, a lower level programme has been developed at the Institute
for delivery by correspondence throughout the region. This programme has the goal
of providing large numbers of students with a bBasic cducation in insurance, and as
a collateral objective will create a basic threshhold of knowledge for students
entering the unper level courses, to which adaission requirvnents are relatively
high (university degree or passing of quite stiff cxzaminations).
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Chapter IT

REQUIREMENTS FOR INSURANCE EDUCATION IN DEVELOPING COUNTRIES

A Bducational neceds in insurance

T3 The developing countrics of the world are caught up in a tumultuous effort to
pull abreast of the developed countries, and they are trying to move forward in many
areas at once. The history of their efforts indicates that the primary thrust has
been in the area of capital development, and indeed that is the direction in which
they have been directed by the conventional wisCom. However, studies conducted

within the last decade indicate that the bhencfits of canital creation are marginal if
the necessary human resources are not prosent to organize and move the cconomy forward.
It appears that a much higher return results from investment in human capital, and
today increased emphasis is generally being nlaced on finding the most efficient way #
to accomplish this goal. '

T4 The need for competont personnel, well versed in bhoth the nrinciples and
practices of insurance, is particularly acute in developing countries. Insurance
constitutes an inportant segnent of every economy, and there are a growing number of
indications that, given the appropriate personnel, develoning countries could develop
sound national insurance markets in which national companies would play a dominant
role and increase the extent to which the economic fortunes of the country would be
in the hancds of nationals. The arcas in which insurance cducation is required are
nmanifold. 41l employees of an insurance compony would find some education in insurance
helpful, but it is not absolutely cssential to the competent nerforiance of every job.
Meny employees, such as secretaries, engineers, and investment officers need to know
little if anything about +the technigues and principles of insurance. In certain key
arcas, however, the duties must he performed by qualifiec nersonnel, well versed in
insurance, or a company cannot opcrate successfully. These arcas include the board
of directors, general nanagenent, underwriting, claims, production, actuarial, legal
and accounting.

1. Board of directors and gencral nanagement

T5. The board of directors and the gerneral managencnt of any insurance institution
are responsible for setting its overall policy and goals. They engage in long-range
planning, financing, and the evaluation of the results and are responsible for overall
company operations. Although a specialized knowledge of insurance is not required of B
all board nembers, most of them should have some knowledge, and a fair share of the
board should actually have worked in insurance institutions. 4 board that is appro-
priately sclected should consist of persons who have demonstrated their competence,

s0 the neced for education ot this level should be less than.at the vearious levels
discussed below. 4is to the general management, usually its officers will have risen
through the ranks of one (or more) of the functional departments (ciscussed@ below)

and will have an in-cCepth knowledge of the function performed in that department.

If anything is lacking, it is a breadth of knowlcdge relating to other insurance
functions and to the role of insurance in socicty.

2 Undervriting

76, The underwriter is at the very hub of the insurance oneration. He is res»on-—-
sible for fixing seclection standards and passing judgment on. all appliants by
accepting and rating or rejecting them. In addition, he continually revicws existing
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business that is up for renewal, and cancels or rerates thosc risks which develop
unfavourable characteristics. The underwriting department sets line limits and
handles reinsurance and retrocessions, and invariably is involvecd in the development
of any new products the insurcr may wish to offer. The increase in the number of
risks found in various classcs has increased the ability of insurers 1o rely on
tariff rates; but in no class have they completely replaced the underwriter's
judgment and in certain cases it remains the only hasis for assigning rates.

3. Claims

T7. TFair and effective claims settlement is essential if insurance is to fulfil
its role in society. Thus, persons involved in this function must be extremely
knowledgeable about the theory and practice of fair claim evaluation and acdministra-
tion. Small proverty and liability claims frequently are settlced in the field by
the agent or broker who placed the business, bul large claims generally are settled
by a staff or indenendont adjuster. Home-office property and liability claims
departments carry out the overall administration of claims by selecting adjusters,
maintaining records. on losses (which arc valuablce for improving underwriting and
loss—prevention), and working with the appropriate groups to recduce losses and
prevent fraudulent claims. Life and health insurance claims frequently are processed
in home or regional offices, and they generally are easicr to handle than property
and liability claims because losses arec more clearly defined. An increased use of
rehabilitation for the disablecd, coupled with a stronger surveillance of charges by
medical practitioncrs and institutions, has been helpful in holding down health
insurance claim costs in some couatries.

4.  Procduction

78. Insurance business generally is placed with a company either by cdirect contact
between the insurer and the nurchaser, or through independent agents and brokers.
Where intermediaries are used, insurers usually have a department to promote both
the quantity and quelity of business from the field. BSelling of insurance requires
considerable knowledge of the various risks and their cover. The process of
designing the sccourity plans of firms and individuals is called risk management.
Although the selection of insurancc coverage typically is the most important step
in risk management, the concept gocs much further. Risk management can be defined
as the ninimization of the adverse cffects of risk at minimm. cost through its
identification, mcasurcment and control.

5a actuarial and statistical

79. The actuary is a mathcmatical expert who calculates insurance rates and
performs the mathematical analys.s associated with insurance. In so doing, he must
take into consideration losscs, oxpenscs and other factors relating to the experience
of the company. The life insurance actuary is conccrned to a greater degree than
the non-life actuary with legal rescrves and non-forfeiture values. Uhen new
products arc being developed, the actuary must give his opinion as to their feasi-
bility, and will most likely suggest scvoral variations and calculate their cost.
Actuarial cducation requires a breadth of curriculum that for practical reasons
cannot be made available from an insurance cducation institution alone. Thus,
unlike the other fields mentioned here, a university cducation is an essential
element of preparation for an actuary.
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80. Historically, many non-life companics have had their mathematical analyses
conducted hy statisticians who do not have the high mathematical competence of
actucries. To an ever increasing extent, however, the demancs of tho business are
requiring that companics of all types include an actuary on their staff.

6. Legal

81. Insurance company attorneys must perform a multitude of functions, many of them
highly specializecd. attorneys advise on the development of olicies and forms in
order to insure that they ars technically precise and comply with all legal require-
ments. Also, they represent the insurcr beforc the insurance supcrvisory authority,
or in court as a Dlaintiff or a defendant (directly or on Bhehalf of an insurcd). It
is the attorncys who draw up contracts with producers, advise on legal aspects of
employee relations, anc chceck the legal aspects of investments such as bond inden-
tures, real estate titles, foreclosurcs, ctc. Finally, attorneys for the company
may assist in lobbying efforts with lowmaking and rcgulatory authorities.

Te accounting and auditing

82. Every business has certain unique accounting practices, hut the accounting for
insurance comnanies porhans is less like genceral accounting than any other. The
differemces arc duc primarily to the unique featurcs of the insurance business itself.
Lherefore, it is important that insurance company cccountants and auditors have a firm
ucerstanding of the principles and practices of insurance.

B, Quantitotive aspects of cducational roquirments
03 A great deal of attention has been devoted to the need for insurance cducation
in developling counirics, but very little work has Deen done in trying to quontify ite.
Most programmes have been initiatced on the basis of the overwhelmingly large unfal-
filled requircments, and it is obvious to even the casual observer that almost cvery-
where the requirements far outstrin fthe capnacity of aveilable programmes.  Bven the
developed countries find it difficult to project their requirements for different
types of personncl in insurance. Leading practitioners belicwve that the most accurate
arojections concerning personncel reguircnments in specific types of jobhs arc made on
the basis of estimetes Dy managerial nersonncl. Thus, Drojections of future nceds

are hest made on a comnany hy comany hasis. :

84 In order to underscorc the nature and sizce of the requirements for insurance
clucation in Cdeveloning countries, country 4 was selected as a case study. The
country is typical of the least doveloned among the developing countrics, with a

very low per capita income. Unemployment is high and cducation is poor and is

enjoyed by only a small scgrent of the pomulation. The nced for itraining in insurance
is very important in such countrics.

85. Virtually 211 of the 13 insurance companics ojcerating in country 4 arc of
recent origin. Furthermorc, forcigners have substantial interest in the insurance
indusitry, frequently owning 49 por cent of non-lifc companies, the maximum allowed
by law. 4lthough foreign intcrests are not so prominent in the ownership of lifc
insurance companies, they still own a significant part of the industry. Eleven
countrics operate in non-life insurance, which grows at a rate of 13 per cent per
yecare. Doughly speaking, motor husiness accounts for about 40 per cént of premium
volume, with fire toking some 25 Der cent, merinc and aviation 13 per cent, workmens!
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compensation 11 cr cent, accident 6 per cent ancd misccllancous coverages 6 per cent.
hs is typical of developing countrics, commercial business is morc important than
personal (or individual) busincss. The life insurance business is small in comparison
to non-lifec: the market consists of two life companics and the 1ife branch of an
all-=lines company.

86,  Insurancc regulation is not yot fully cffoctive in country id. Recently an
insurance law and reguletion came into force and a supervisory authority was created.
Prior to that timc insurance rcgulation was less detailed and stringent, and noi as
carcfully cast as it is today. Domestic insurance companics werc not required to
file annual reports and it is certain that a sizcable amount of insurance was going
directly ouiside country i. With the enforcement of the insurance law, which
requires all insurance on porsons and pronerty situated in country 4 to be issucd
with a licensed domestic insurcr, it is cxpected that o cemsiderable increase in
premium income will take placc.

C.  Insurance training rcquirements in country A

87. The training rcquiremcnis for country & have been cstimated on the basis of
projections made by oxeccutives of companics domiciled therc. Other techniques,
using quantitative mcthods, werc investigated, but for various rcasons did not lend
themsclves to the local situation. In gathering cata for this report a dozen
cxeocutives from five insurance companics were very gencrous with their time, granting
interviews for periods of from onc to three hourg. Four of the companies were
selected by the Imsurance Supervisor's Office ag a represcntative cross-scction of
local companies. The fifth was choscn by UNCTAD because of the general menager's
strong intercst in cducation. Personncl projections from the latter company are not
uscd, but the balanced viecws of the gencral manager werc most helpful in providing
a perspeciive on conditions in country A's insurance busincss. ’

88, The training nceceds of an insurance company frequently are rclated to its
character, and this is the gencral case for companies in country A. Furthermorc,
there is cnough commonality among country 4A's companics to permit a profile of the
faverage company® to bo drawn, cven though individual companics may deviate from the
Profile in certain respects.  The most obvious characteristics of the companies arc
that they are necw, most of them having been started since 1960, and that forcigners
have a relatively larse financial interest in them. Typically, a compony was
started on a very small scale, and personnel and facilitics werce added only as the
operation proved viablc. In many cases a company began with only the organizers
(gencrally including at lcast one forcigner), an accountant, and two or threce clerk-
typists. Thus, in the formative stages thoe company was under-staffed in that the
staff could not have supportced a volume of business that would have provided high
credibility. The organizers rclied on reinsuraers for tcchnical advice and reinsured
their business heavily. TFurthernore, the organizers handled all functions from
production to loss adjustment.

89. Although the companies now arc hetter established, they still are characterized
by very fluid organizational linces ané a high concentration of control and action in
senior management. Thus, although a company may be compartmentalizcd into different
Tunctional departments, much of the work carried out in cach is routine. The final
decision om all important actions is made by scnior management which revicuws all
decisions having any conscquencce whatsocver that are made by department heads. Also
because cven denartment heads often are gquitc ignorant about any funcition other than
their own, scnior management is constantly required to deal with any matter that does
not fall within the routince of one denartment.
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90. Some companies have branch offices, most frequently in onc particular city, but
these offices arc not autonomous. 411 decisions are continuously submittcd to senior
managemnent in the home office for review beforc any action is taken, and inspection

visits are made on a regular basis.

1. It is not uncommon for one company to hirec personnel from another, anc this
1 ?

particularly is truc for ncw companics. Little effort is cxpended by any company to
promote training among its employees, howzver, cxcept for occasionally sending a man
to a training centre in a developed country or for an internship in a broker's officc.
One cexecutive, a national of country 4, said that individual training efforts
frequently end up by improving the omployeec's wage—ecarning- ability but do little for
the company that underwrote the exponse. Offen the employce is hired away if his

I o DL0Y!
position in the company is not improved immediately, and yet senior management might
have a key role in mind for the man as plans unfold. C

D. Projection of personnel reguirements in 1980

92, , Table 1 illustrates currcnt personncl and the expected growth by 1980 of
personncl nceds in four country A non-life insurance companies. Projections are
vascd on the intuition of the executives who were interviewed. Since these companics
did 42 per cent of the business, the personnel ncceds of the industry are estimated
in table 2 by Adlviding thisg percentage into the figures provided by the companics.
The accuracy of this method is Jepcndent on the quality of the sample chosen and
the projcctions made. It alsco assumes that the mroportion of the husiness written
by the companies will not change significantly. In those cases where the numbers
involved are small, peorcentage changes should be interpreted with caution. In some
cases the cxccutives who were interviewed gave estimates of futurc nceds, while in
other cascs they snoke in terms of ranges. In all cascs the figures should be
regarded as tentative, reflecting the uncertainty associatcd with any prediction
of events occurring sceven years in the future. It should be noted, however, that
the estimatcs were generally regarded as somewhat conservative. As regards life
insurance companics, it was fcelt that the market was too narrow to permit valid
projection of Dpersonncel requirements at vresent.

Toble 1 (see following page)
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companies involved have many differences, including

and existence of branch offices.
skills reflected among their employees,
in any particular functional area.
not composed of, say, 20 per cent uwnderwriters; and

position of

Thesge differences

In other words,

the number of underwriters will triple by 1980.

: (1) (2) (3)

j Categories i Estimated

: Total oompaniesg Per cent Egtimated total] increasc in

5 of 4/B/C/D § change all companies gtaff for

5 : 11973 - 19801 (1) & .42 country A

! - T 1 " . - .

; Personnel 1973 | 1980 1973+ 1980 !

. p— ] o st ah i A o, v.( ” -‘: - "y

gGeneral management % ;

| Senior managers 9 10 A 21 24 3
Middle managers 3 S 200 7 i 2l 14

!

Underwriting ; .
Middle managers S 10 4 ; 21 24 3 !
Junior grade emp. 12 50 310 : 29 119 . 90 !

: ' : i
Claims g ‘ 3
Middle managers 4 5 20 | 10 12 2 |
Junior grade emp. 23 49 112 : 55 117 62
i = |
Legal staff 8 14 T4 ; 10 33 14 i
Production ; f
Ifiddle managers 3 5 1 1 12 5 j
Junior grade emp. 22 AL 102 52 105 | 53 ;

Accounting and ; ! |

Auditing i : ;
Middle managers i Lo 0 10 10 0
Junior grade emp. 11 33 20 26 79 53

TOTAL 108 233 ! 116 257 556 29¢
- Ny o x e z ;
93. tWhen interpreting these statistics, it is imvwortant to recognize that the

size, age, area of specialization,
will, of course, affect the com-

as well as the increases projected
the work force of all companies is
all companies do not predict that
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94s As is shown in table 2, total personnel needs will more than double by 1980,
increasing by 113 per cent from 257 to 556. The distribution of change is not
evenly spread among all areas, however, and the greatest increases take place in the
areas where the need for training is most critical. L4s is explained below, most
personnel up to the level of middle management are not adequately educated in
insurance, and this is certain to be the case with a high proportion of the persons
who join insurance companies between 1974 and 1980. The nei increase in personnel
needs is 299, but of course some of the c-rrent versonnel will have to be replaced
for one reason or another. Thus, all thiags considered, the need for education will
be even greater than the number of present nositions and future openings would

indicate.

v

95, Personnel are classified as senior management, middle management and junior
grade. Senior managemcnt is found only in the area of general management, because
by 1980 the nature of the position of department head still will not qualify it as
senior management. Middle nanagers are found both in general management and in
functional areas where they consist primarily of department heads. Junior grade
employees are found only in functional arcas. ‘

1. General management

96 Only a marginal increase in senior management is projected by 1580, due at

least in part to two factors. First, senior managenent is comprised primarily of
persons having some stake in the company, and since they tend to be as secretive as
possible about their operations, they will be slow to allow non-owners to rise to
senior positions. Also, most companies will not need additional senior personnel.

as middle management becomes more proficient, senior exccutives will become dis-
entangled fron routine operations and can concentrate on their true role in the firm.-

97. Although the actual numbers involved are small, the need for middle managers
in the area of general management will more than double, primarily due to the
projected expansion through branch offices of companies i and C. Iach branch office
should be headed by a man at the nmiddle managenent level who has a good overall
knowledge of insurance, with particular strength in underwriting and perhaps claims
adjustment as well. The cxpansion of branch offices is narticularly desirable,
since it should provide broader, more competitive insurance services for individuals
and firms located cutside the primary commercial city.

2 unctional arcos

9G. In every case the projected .increasce in middle managers in functional areas
arc outstripped by increases in junior grade personnel. Iurthermore, the margin
between the two generally is substantial. On reflection, this situation seems
natural ; most departments alrcady have a head, and growth talcs place among the

ranks of junior personnel. 4 significant expansion in the number of middle managers
in a department can take place only after opcrations reach o size such that the
department can be subdivided. Company B had reached that »oint by 1973, but others
had not. As the numbers of cmployces increase between 1973 and 1980, other companies
nay discover that effective control requires a higher ratio of middlc managers to
junior grade employees than that which was projected. - Thus, it is suspecied that

the mix of the two will alter somewhat, even if the overall projcction for personnel

in a department remains correct.
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99.  More. underwriting personnel will be needed in 1980 than any other class of
employee. From the current level of 50, the number will grow to abeut 140 - an
increase of almost 200 per cent. ' As shown in table 1, most of the projected neced is
for junior grade personnel. Thé high ratic of underwriting personnel to producers
may reflect the fact that scnior executives produce a great deal of the business
written by each company, although they are not included in the figures for production
personnel. It certainly reflects the fact that some business is produced by brokers,
although the importance of brokers varies from company to comnpany. 4Alsce contributing
to the character of the ratio is the fact that in some companies the underwriters do
part of the detailed work that is rescrved for agents in developed markets, with the

result that the agent essentially is relegated to the role of a finder or solicitor.
It is worth noting that reinsurance personnel are included in the underwriting
department because, as was explained in the first section, handling reinsurance is
part of the underwriting function. Company C wants to strengthen its role as a
reinsurer, and this incrcases thé need for underwriting personnel while producing a
ninimal need for producers. Finally, for reasons described below, the projected need
for production personnel may be too conservative.

100, The number of persons involved in claims work will double. Currently, a
large proportion of claims adjustcers are ex—policemen, and it is said that they are
hired because their cxperience in making investigations is good training. It may also
be that their background and bearing are helpful in persuading claimants to settle
claims without too much wrangling. The interviewces believed that further study of
proper claims procedure would be uscful even for former molicemen, not to mention
those not having such credentials, and in any event it appears doubtful that the
Pollce Force can keep pace in supplying the needs of the insurance industry for
expericnced ex-policemen. Thus a training programme must be developed if the
xpanded claims force is going 1o provide a suitable level of service to the insuring

gubllc.

101, All companies retain a law firm to take carc of their more complicated legal
work. Also, each company has one or more licensed attorney on its ‘staff, and they
generally concentrate on claims matters (although they frequently do other routine
legal work as well)° Thus, any course for educating adjustzars would also be helpful
to the attorneys. As table 1 indicates, however, they cons tltutc a small, declining
proportion of total company pbrsonnel,

102, about 115 agents and other production personnel will be needed by 1980 -
almost double the number employed in 1973. These figures do not include the senior
management personnel who alse produce business nor do they include brokers. There is
strong reason to suspect, therefore, that perhaps the projected need is too conscrva~
tives TVhereas the impact of not counting brokers in the nced for producers is clear,
the role of cxecutives as producers is more subtlc and difficult to analyzc. However,
it scems likely that as the market broadens to include more small businesses and
individuals, as opposed to the current high concentration in a relatively small
numbcr of risks, it will become ncecessary to increase relatively the number of agents
1o service these accounts.  also, increascd activity in the home office will make it
impossible for senior management to devote as much time to production as it is doing
at this time. VYhether this scenario will begin to unfold before 1980 (as some
predict) is unogrt 2in. If it does, howcver, the current cstimates of personnel will
prove conservative. : '
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103. Nearly twice as many »ersons will be nceded to handle the accounting and
anditing function in 1980. The practices followed in insurance accounting reflect
the peculiarities of a business devoted to mainteining solvency above all else, and
therefore differ substantially from traditional accounting principles. Some form
of training is most important if insurance companies ore going to maximize the use
of accounting as a tool for making management decisions, in addition to meeting the
reporting requirements of the law.

104, Rates currently are mode by management, often with the help of reinsurers,
and executives fecl that this practice will continue for some time. Thus, no pro-
jections are available as to the necd for actuaries and statisticians in 1980.
However, it is essential for actuarivs tc be trained who will have an understanding
of the local situation, as well as having their total loyalty vested in the area.
It does not seem rash to pronose that each mediun-sized non-life company should
have at least one statistician by 1980. Furthermore, the very large companies might
have an actuary on the staff as well. However, the need for actuaries might be
ameliorated by co-operation in ratemaking among companies through the use of rating
bureaux, or by having rates set by the supervisory authorities. In any event, it
would not seem unreasonable to call for perhaps a dozen statisiicians and two to
four ncon-life actuaries for cowntry 4 by 1980.

E. Entry level and orioritics in training

105, Many senior management personnel have university educations, as well as
substantial experience as insurance practitioners. However, middle managenment and
Jjunior grade personncl typically have much lower formal qualifications and varying
degrees of practical experisnce. Somc¢ have not completed secondary school, although
it is believed that a majority have. Only a few have gone to study in a commercial
school, and less than a handful to a university. 4ilso, a very small number have
attended a training centre in a developed country or had a traineeship with a
company or broker in a developed country. Many of the attorneys do not hold
university degrecs, but rather have entered their profession by completing appren-—
ticeships and pessing the bar examination.

106, Generally sneaking, the middle and lower groupns do not have a good grasp of
ingurance principles, and practices arc understood only to the extent that they fall
within the emplorzr's daily routine. Of course, a person vho has worked in the
insurance business for scveral years, and who has advanced to the lovel of department
head, is more likely to be an excoption to this rule than is the ncw, lower echelon
employece. In the absence of formal training, howcver, it becomes quite unlikely

that thce average cmployee at any level will have either the insight to divine
insurance principles from his daily practice or the initiative required for learning
them. Thus, almost c¢very cmployce below the level of senior management can be
viewed as a candidate for insurance training and the latter would benefit highly

from training in panagement.

107. Bvery person interviewed stressed the need for imsurance training, and when
asked to set priorities they were surprisingly consistent in their responses. The
need for training in the lower two echelons was felt to be crucial; if, however,

it became necessary to assign »riorities, an overwhelming majority felt that the
needs of departmental hcads should come first. If junior level employecs were
trained first, it was feared, they would know more than their supervisors and an
unhealthy situation would develop. Implicit in this position (and o fact made
explicit by most intervicwees) is an admission that most persons, even at the level
of department heads, arc inadequately trained and should probably begin their
cducation with basic insurance fundamentals.
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F. Conclusions from the casc study of country i

108. The rapid growth in the insurance rersonncl requiremcnts of country 4 appear
to be typical for the 20 to 30 countries at a similar level of development. They are
tightening their insurance supsrvision to regquire insurance of naticnal risks in
national markets, and at the swume time they arc undergceing urbanlzatlan and indus-
trialization. Bven if they were not exveriencing overall cconomic growth, the
structural changes taliing place in the commowny and society are conducive to the rapid
growth of the insurance busincss. Thus, for the less developed among the developing
countries, the nceds for insurance education arc significant and growing. By simple
extrapolation from table 2 absve we conclude that the global quantitative needs for
insurance education of the 20 to 30 less developed countriss during the neriod
1975/1980 amount to siveral thousand persons, the hullk of which would be needed in
the underwriting, claims, production and accounting sectors at junior and middle

management levels.

The nced for insurance education in Latin america

109. Further insights into the needs of qpvcloalng countrics can be gained from a
review of a study which was conducted in one of the developing regions. In 1973 a
survey of the requirements for insurance education in Latin America was conductcd

by the Instituto de Investigaciones dcl Seguro de Centro imerica y Panama (ISCAP) in
accordance with a mandate set forth by the Comisidén Permanente de Educacién of the
Federacién Intecramericana de Empresas de Scguros (FIEES). The survey was implemented
through national insurance associations in FIDES, and ninc countries participatcd.

A total of 242 companies employing 29,004 persons were operating in eight of these
ninc countries (total employment flﬂurcq were not available for one country), and
responses were provided by 157 companics employing 18,542 persons.

110.  The survey indicated the proportion of persons having formal cducation in

insurance, such asg thaot provided in schools of insurance, institutes, universities,

and so forth, and the results were vory discouraging. In eight of the nine countries,
less than 5 per cent of the employees had formal CdUCutlon, and in threc of them none
of the respondents had any such education whatscever. A slightly larger proportion
had received some type of exposure to insurance education through ad hoc or informal
activities such as seminars, short courses, conferences, ctc., but “the figures are
not encouraging. Tn five of the nine coumtries, only 21 ner cent or less of the
population surveyed had such cxposure, and in only one country had more than half

(57 per cent) of the rcspondents been exposced to any form of insurance education, no
matter how fleeting. Thus, the educational record is quitc dismal, particularly in
view of the weakness inherent in ad hoc cducation, which can hardly compete with
formal education for purposes of previding a systematic, comprehensive understanding
of insurance. In fact, ad hoc cducation best scerves those persons with a thorough
background in a subject, but is of limited valuc tn the novice or to an employees
with a narrow frame of reference.

111. The responsces to the survey indicate that insurance cducation 'is badly needed
by most of the approximatcly 29,000 cmployses in the countries surveyed, and it secms
likely that this is also true of meost of the rescion's other countries. TFurthermore,
it appears that insurance education in Latin imerica is on the whole somewhat more
advanced than in other regions, and therefore needs in sasia and Africa should tend
to be at least as great and perhaps greater.
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He Some qualitative aspects «f insurance education

112. It somotimes is suggested that the solution to the problem of insurance

education in developing countrics would be for them to import the programmes which

have been created in developed countrics. However, although this solution appears

superficlially quite attractive, it dces not bear up well under careful scrutiny.

Generally speaking, therc just arc too many differences hetween the conditions
+

found in developing and develoned countries tu mals the immortation of »rogram
anything but a stop-gap soluticn for the former's nceds.

113. This scction explores some of the aajor foctors which affcct inswurance
gducation in developing oounrrlcs, and which rcguire indigﬁnnus institutions to mect
what has been demonstrated in the preceding sceticns to be o lorge and growing nced.
Clearly all the statements do not arply to all counitrics, and gome of them anply to
only a few. However, most of the cowntrics are characterized by some of the factors
and some countries arc characterized by a large prodortion of thei.

1. Naotional insurance nroctices and supervigion

114, Many ospects of an insurance education programme arc affected by national
insurance practices and supcervision, but thoy have o sarticularly strong influcncoe
on curriculum, because they arc, after all, the primary subject of study. Lven in
cases where supervision follows the mould of ancthor country, some practices and
conditions will differ significantly. Thus, although foreign study materials nmight
be adopted, a programc designed to mcet noational necds would have to lean heaovily
on supplementary teaching and study matorials which deal directly with the local
gituation.

2 Lducation and experience level of studoenis

115. The quality of an institution's groduatos is determined not only by the
quality of its programme, but alsgo by the guality of ncw cntrants It is widely
known that the lovel of c¢ducational achisveaont in most auvclﬁW1n” countrics 1is
lower than in develoned countries, and genorolly the expericnce of mest employocs
is rathcer noarrow. Thus, on these grounds alonce the wrogrammes in developed
countries are inappropriate for the nmajority of insurance conpany Dersonnel in

developing count-ics.

3 ° National 1 allwﬁ i C

116, 48 a general rule, 2 Drogrc ~f insurancce cducation sheuld be conducted in
the language that insuronce commany personncel uge on o daily basic. If they do not
regularly usc the languegs of o developed country, tho lﬁnfuage differentinl will
of course be an imvortant factor distinguishing the educotional necds of the

!

developing country.

Ao Attitude and leorning naﬂlﬁg‘of studcnts
117, Onc problem whick will Lo cncountered in soveral loces

riocncs os thblf
hoy will attend the

)

toin the sane lcarning

of management rorsonncl to bo invelvw
subcrdinatces if it invelwves fteuting for nroficioncr.  Althow
same classcs, manascrs arc veory roluctoent to place themsclves in situations wherc
they will be competing with subordinates in any wey. This yroblen will nean
duplication and other types of increased costs in uany dleccs, but is o fact of
lifc which cannot bo 1gxcrud, ‘

e
4
1
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118, The culiure of th2 classroom varies significantly among developing countries,
and the teaching strategy and iteaching aids cannot be formulated until it is known.
In some countries the students are quite prepared to carry cut an aggressive '
cxchange of ideas with the teacher;, but in nost places this is not the case.
Usvally student participation takes the form of gsolite questioning or question
answering, end in some cages a culturally--inspired respect for the teacher dictates
that all interchanges bhe carried out wnder very formal ground rules. Such a
relationship should of course be ‘talen into consideration; end-téacher training and
classroonm strategies nust be plomned with it in minds »

119. Study materials and the ssudy enrrironment should be designed with the culture
of the students in =mind. For exsmple., n ocvlivres where individual study habiis are
cultivated from an cerly age, stufents can be expected te do much cn their own
without supervision. Thus, the more itraditional study neterisls are likely 1o be
used with success. However, znor-traditicaal study materials become especially
inportent waere individual cludy habits arce poor, because the student must be

coaxed into his studies. slthough these materials will in rost cases be in printed
form (books, werkbooks, etc.), they will adopt e Tormat that is interesting to work
with, and which incorporates stimuli with vhich the student will identify anc to
which he will react.

Se Job satisfaction and promotion

120. A large part of the motivation for education among employees of insurance
companies depends on the exient to which they can use their knowledge to enrich
their jobs, obtain a promotion and/or impreve their financial position. A small
minerity of companies In develown.ng countries offers automatic raises to graduates
of approved educational progremmes, but the vast majority offers no immediate
tangible recogniticn that efforts at self-improvement are highly esteemed. Of
course a great deal of liv service ig given to the value of education, but employees
are led by personal policices to believe that for some time any benefits cf increased
productivity are to be derived by the company alone. Such an attiude has negative
results in education; it is likely that programmcs specifically created for a
country or region are more readily rccognirzed and briug more tangible career advan-—
tages to the students.

G Geogravhic and other factors

121, A condition which is common to many developing countries is that the climate
is oppressive for at least part of the year. Th: cquatorial couniries in particular
suffer from the heat and this becomes on importomt factor in selecting classroom and
stucdy facilities; as well as in designing study materials.

122, Some programmes rely heavily on the mail and this particularly is true of
these which serve more than o single city. Under the conditions found in some

- couniries a postal tuitior: scrvice is not possible, and sometimes it may not even be
reasonable tc expcot term examinations fto arrive as scheduled. Equipment breakdowns,
strikes, inefficiecicies built into the system and even in some cases dishonesty among
postal workers ~ll contribute to the problem, although by no means does it exist in
all countries. However, the quality of the postal service is a factor which must be
determined before a programme is planned. Substitutes can be developed for the mails,
but they are likely to be exper _ve and must be carefully investigated for their
feasibility.
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1234 Poor transportation facilities may also make it inconvenient to visit the
locations where classes or examinations are held. For this reason, transportation
considerations may be of more than passing concern, and particularly for programmes
such as ‘'roving seminars" for which even a few days' delay can he costly.

124. Except in the capital cities and large commerciais of a few of the developing
countries, access will not be available to advanced educational hardware, such as
computers, group cudio-visuasl presentations, individual audio (and/or aundio-visual)
cassette presentations, and so forth. Thus, some of the concepts developed in
modern education theory will not anply to developing countries in general. However,
all countries can make use of the imaginative approaches to presenting information
through traditional hardwarc (c.g. books), and to this extent modern educational
methods apply everywhere. '
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Chapter IIT

CENTRES FOR INSURANCE EDUCATION IN THE DEVELOPING COUNTRIES

A, Programmes of insurance education

125, The foregoing chapters make it clear that the requirements for insuurance
education in developing countries are large and that they are growing. Furthermore,
the nature of the requirements generally is distinct from those found in developed
countries, and therefore most neecds cannot be solved by merely importing the pro-
grammes that developed countries have csiablished. Rather, the proper approach,
which has been pioneered in various places, is for the developing countries to
establish programmes to meet their own needs.

126. The purpose of this chapter is to illustrate the analytical approach that
should be taken in establishing a programme, and to set forth some broad conclusions
that have already been reached concerning the form that programmes in developing
countries should take. However, bearing in mind that programmes must be fitted to
specific situations, and recognizing that few statements can apply to education in
all or even most of the developing countries, cmphasis here will be placed on the
analytical aspects of forming & programme. Talling about a programme before dealing
with the institution which will operate the programme may seem unusual, because
experience shows that in most cascs the institution is created first and the pro-
gramme second. Most organizers think first in terms of 2 location, a building,
furniture and equipment, a board of directors and staff (and frequently in that
order), and then set about to design the programme itseclf. The reverse approach is
nevertheless much more logical. Once the persons for whom the programme is intended,
the level of difficulty, the methods of teaching, and so forth, are carefully pinned
down, then the nature of the institution will follow almost automatically.

127, Modern education programmcs or "learning cxcriences”™ (so called to reflect
the focus on the student and the diverse ways in which he may be helped to learn)
are developed according +to a process or system which often is referred to as the
educational loop, which derived its name because it continuously feeds back into
itself. This system is comprised of cight stcps, each of which is carried out
interdependently with some or all of the others. Schematically, an’ educational
loop can be designed as follows:

(diagram on following page)
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128. As shown above, the eight steps of the educational loop are : (a) need
determination, (b) research design, (¢) curriculum development, (&) instructional
design, (e) technical design, (f) inmstruction, (g) achievement testing and

(h) validation. While the educational loop originally was developed as a means for
designing very advanced educational systems, it really has its foundation in the
traditional notion that problems should be. attacked in a rational way. Thus, it is
highly flexible, has been proved sound by being applied to all levels of education
problens, and indeed may be viewed simply as a systematic approach to the problem
which ensures that all relevant issues are considered. At the same time, it can be
applied with greatest success when the tean implementing the programme contains
experts in the field of adult cducation as well as experis in the subject matter of
insurance.

1. Need determination

129, Every successful education programme must start with the determination of
needs, which may be defined as the discrepancy between the quantity and quality of
education that is required and that which exists. When defining the need, it is
‘particularly important to do so in terms of the largest geographic area possible, as
economies of scale can play an important role in reducing per unit costs for students
in all types of programmes. Thus, to the extent that they can be implemented,
regional solutions are particularly attractive. However, care should be taken to
define regions so that they are homogeneocus, or the programme may become too frag-
mented to be effective. Once the area has been defined, the education requirements
should be carefully assessed. (For an example of how this may be done, see the case
of country A in chapter II). Although in the ideal situation an estimate of current
and projected training needs may be made for each category of employee, this is not
always possible. Bxperience generally has shown, however, that the employees should
at least be divided into life and general (or non-life) insurance lines, and that
separate estimates should be made for field force and home office employees.

130. Another important datum, which may be obtained as part of the survey, is the
level of general and insurance (if any) education achieved by the group to be served.
This information will be invaluable for determining the type of programme which should
be instituted. If, for example, this and other information received in the survey
reveals that most personnel through the level of department head have little under-
standing of insurance principles, or of practices outside the sphere of their own
jobs, this would suggest that programmes should concentrate on basic education.
Conversely, if most of the middle management cadre has a sound understanding of
insurance principles and practices, more advanced programmes should be contemplated
along with bagic education.

131, In most cases the need for more than one type of training will be pressing,
and a decision must be made as to how resources will be allocated. In some cases a
decision will be made to begin with the largest class of employees, while in others
the pressing need for the education of a particular ‘class may outweigh the fact
that it is numerically among the smallest. In still other cases, the decision will
be made to begin with more than one learning experience. Such decisions cannot be
made on a rational basis, however, until all programmes have tentatively been
analyzed on a cost-benefit basis, beginning with the next step in the educational
loop, research design.
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2 Research desigm

132.  The true benefit from any cducational programme is the increased quality of
performance displayed by the graduates. It is the product of two types of input,
namely, the entry level of the students and the quality of learning oxperience. If
the learning experience is a good onc, the employee should have a much higher level
of attainment, or exit level, when the course is finished. PFurthermore, and perhaps
most important, the quality of an employe.'s performance sh-uld continue to grow at
a faster rate than it would have othorwisc. On the whnle, graduates should perform
better than non-graduates throughout their carcers.

133.  The quality of an insurance education programme is very much a function of the
quality anc quantity of resources, both human and material, that are brought to bear
on it. While it is important not to waste resources in developing o programme, it is
absolutely essential that the rescurces committed are sufficient to do the job. Costs
should be considered not only from an aggregote standpeint, but from o marginal stand-
point a&s well. The threadharc warning against being penny-wise and pouncd-foolish
takes on a new meaning in the context of the educational loop, and careful judgments
must be made concerning the benefits received from committing additional resources.
Yhereas, for example, it makes no scnse to send every emnloyee to a regional centre
for insurance education, such centres may well be the best way to meet the needs of
rromising micddle managers. In fact, study of the matter might reveal that the time

of such an employee is so valuable, and so much benefit might be derived from his
‘additional cducation, that the most eccomomical way *o train him would be in concen—
trated, full-time programmes of study.

3. CSurriculum develomment

134+ Curriculum development is the process of selecting the content of the
programmc. In the initial phase, all pertinent knowledge is reviewed and that which
is appropriate for the particular learning expericncce is sclected. From that +time
forward, the curriculum most be continually reviewed and updated in order io maintain
its quality and vitality. In designing the curriculum, strong reliance is placed
upon the judgments that werc made in research design, and particularly thosc con-
cerning the entry level of new students anc the desired level of attainment for
graduates. The curriculun is in offect the vehicle by which the student transports
himself from one “evel of understanding t~ another.

135,  While curriculum for specific programmes cannot be dealt with here, a few
observations mdy be of intcrest. First, a decision will have to be made about the
length of each course, and this depends primarily on the way the material is broken
up. For most levels of education, irresnective of the number and length of the
courses, it secms doubtful that a satisfactory level of learning could be achieved
in less than a total of sixz months of dedicated study. For full-time programmes, if
the study is conducted in more than onc term the time betweon the terms should be as
short as possible., Part-tinc programmes should be planned so as to be carried out
in the most condensed fashion oracticable.

136. another decision which pust be made concerns the official language or
languages of the institution. If all students speak the language of o developed
country, then a broad varicty of study materials will be available, although they
must be supplemented with information, and cases dealing with local practice. Con-
versely, if many students do not speak the language of a developed country, it would
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be self-defeating to choose from among study materials in other languages. In any
case, materials by local scholars and practitioners will begin to emerge, many with
the encouragement of the institution, and these will of course be in the language o

the area.

Ga Instructional design-

137. This step fstermines the tyne of situation in which I :arning will take place,
and the main issue for ~urposes of this study involves a decision as to the location
and timing of studies. Programmes may be based on individual study, or they may
include group-learning as well. Programmes basccd sclely on indivicdual study are
almost invariably pursued on a part—timc basis, and in certain cases they have met
with a very high degree of success. However, mest of the programmes for developing
countries will involve at lcast sowe group-learning, and where this is the case a
most important decision must be made as to whether the programme will be part or
full—time.,

138.  Programmes centred around part-time group-learning can be carried out with
the facilities which normally weuld be found in any commcrcial centre. Typically,
several local institutes or learning centres are serviced on a continuous basis by

a single regional institution which provides situdy materials, teaching aids,
examinations, and a wide varicty of other services. However, “roving seminars and
programmes” in which the faculty moves from place to place sometimes provide ad hoc
training on a part-time basis, and in certain cases the results have been very
positive. In the future their rolc will probably be relegated nrimarily to tcaching
more advanced subjects, or at lcast their schedules will become more regular so that
they can mect basic training needs on a systcmotic hasis. :

139. Typically, a full-timc programme serves stulents from several places, but
brings them to the centre for instruction. As is explained below, the economics

of the situation constrain full-time programes to these at the higher level, and
they cannot scrve the mass of cmployecs. There is no reason, however, why a single
institution could not provide a full-time vrogramme while also servicing several
local institutes, and indeed it appears that such a combination generally is the
most appropriate solution for the developing countrics. Some may develop 2 full-
time programme first, and others will begin with part-timce activities, while some
may attenpt both at cnce. No matter where thc programme begins, however, it scems
likely that eventually com»lementary lcarning cxperience will be initiated to fill
the unmet needs for insurance cducation.

140. Onc of the most important influences on the selcction of research design is
econonic, as the cash cutlay on full-time programmes is much greater than for part-
time ones. The educational aspects alcnc of a full-time »rogrammc naturally cost
morc, because the student receives individual attention  from a professional teacher.
Lay teachers usually rcceive much less pay than professionals, and frequently the
student~tcacher ratics in part-time programmes are much higher. Also, ancther
important factor is that a full-time centre of cducation must charge 100 per cent
of overhead expenscs o the programme, while often local institutes bear no overhead
expenses at all. It is not unusual for classes to be conducted after hours in an
insurance company facility, and froquently any administrative activities are
abscrbed by the compeny associatinsn or the governmaont.
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141, Other considerations also significantly incrcase the cost of full-time
programucs. Fhile frequently part-time students are given time off from work to
attend class, this rcorcsents only a fraction of their total working hours. dnd,
they are bringing the bunefits of their clasgsroocm cxpericnce to bear immediately on
their work programme. On the other hand, full-time students are away from their
jobs, but with somz provision for salary continuation, for the entire period of time
that they arc in residence at an educational centre. .Also, some provision usually
is made for the aAditional cxypenses of living away from hom:, as well as for trans-
portation.

142, Balanced against the higher costs mentioned above is the fact that a well-
designed and cxecuted full-time progromme can be the most effective means for
teaching insurance. It »ermits close obscrvation of the students, provides informa-~
tion about learning problems that would he difficult to obtain if students were
scattcred, and allows for o constant correction in defects that could not be accom-
plished in any other wzay. 4lsc, because the progromme serves only promising indivi-
duals with fairly high rank, the use of advanced learning technigues can be justi-
fied when this would not otherwise be the case. Because the combined cost of their
stipend and the oppdrtunity cogt of not having their services in the company are
fairly high, increased learning efficiency can pay large dividends to offset the
cost of the modern mecthods. Por example, individually-naced sight and sound pre-
sentation, which could he followed in a library carrel, might be justified for a
full-time programme, although only a textbook and study gzuide would be economically
feasible in most part~time programmnes.

5e Technical desimm

143, The matcrials and itechniques used for studying and teaching should be the
most modern available, and should be totally compatible with the situation in the
area in which they are anplied. Obviously the sclection is strongly influenced by
the decisions made in rescarch design, but the range of options remains wide in all
types of learning experiences. In most developing countries the hardwarc to be
used must of necessity be quite mocest. although at least one developing country
is providing insurance courses through c¢losced-circuit teclevision to all employees
in a state-owned company, in wmost cases the equipment will be limited to slide pro-
jectors, blackboards, overhead projectors and similar articles that do not tend to
present servicing problems. it the same time, the way the material is set forth
should be very advanced.

144. Learning by objectives, in which the student is t0ld at the outset precisely
what he will be able to accomrlish when he has finished the lesson, should be the
foundation of a good programme. In addition, an imaginative selection of textbooks,
study guides, programmsd learning tooks, and cther study materials should be
adopted. Actually, steps in this dircetion are being taken in several o»f the
¢xisting programmes in develowning countrics, and new programmes are in a perfect
position to take advantaze of the work that has gone bofore. Vhere modern cducation
methods are properly applied, the cost is far outweighed by the increased ¢fficiency
of lcarning. 4 revolution is sweeping the world of cducation which has as its

basgis the philosophy that learning must be a lifelong process and that it can and
should be fun. Certainly new programacs of insurance education should embody this
philosophy.
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6. Ingiruction
145, The primary purpose of the educational loop system is to maximize the

effectiveness of the learning process, and instruction is the "delivery point™ at
vwhich all resources are brought to bear on the learing problems of the student. An
important part of insztruction is the independent study in which every student must
engage, and it preseants particular problems because cdults are notoriously poor
studenie, being accustomed as they are to a lcss concentrated, less intense routine
than academic life requires. Therefore, some basic orientation, support and assis-
tance will be necessary to establish and maintain an appropriate attitude among
students.

146, In addition to cewvelonings the high ”u&l]t study materials described above,
several steps can be talken to heost student morale and the efficient use of siudy
time. For iratance., development of what is sometimes called "test wiseness™ can be
perticularly imporiant, as it i# not unusual for studenis to fail examinations when
they have sufficient knowledge to pags but fail for other reasons such as -allocating
their time poorly, etc. Much Tenefit can come from a newsletter to students, although

ome of the topics of student interest must be coversd in individual reportsc Sti1l
another type of activity, which can e of pariticular importance in part-time program-
meg, 1s the broad varicty of personal comtacts that can come directly from the
ecucaulonal institution. For examrle, it may provide speakers for special events at
local institutes, and arrange for stafi members to conduct regular visits to meet
students, etc. ‘ ‘

147. Tt is also impcrtant to recogrize that although some people may be born®
teachers, for the mogt Dart tzachers must be selected and trained. Even teachers of
long-standing need to have a refrecher course in the disciplire of education, which

their tool, not their field of academic expertise; because they rarely have time-
to do any resding To keep up witl new principles and practices in teaching. Thus,
berore a class has evern convened the professors involved should themselves have a
conrse in methods of modern aducation; and this subject will be dz2alt with in detail
laer in this chanter.

To Achievement testing

l—"

48 Cnce the studeny has completed ris instuction, he should be tested 1o
Ccmonuurﬂt° the level of knowledge he has attained. As wws explained in the
troatment of r°q0““cb design, students will be expecied to display different levels
¢i knowledge and/or Ue“?ormahce for different areas of the curriculum. For example,
i% may be deemed important for insnraice agents o understand the theory upon which
veriffs ars calculat:d, withcocut actually being able to calculate them. On the other
hand, it is essential ”ur agents to be able to use the tariffs, to advise clients of
their rights under the insurance policy, and to perform many other tasks with no
margin for error whatsoever.

145, Achievement testing shows the student what he has learned, and promotes
self-confidence in ihe student who has verformed satisfactorily. 'Of equal impor-
tance; it alco demonstrates the efifectiveness of the insttuction programme and the
instruction which students are receiving. Thus, testing is absolutely essential
Tfor building the quelity, credibility and prestige of the programme, and for
completing the final stage of the educational loop - validation.
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8.  Validetion

150, No education programme should be implemented unless a plan is also designed to
validate its effectiveness, and this is particularly true in the developing countries.
The system discussed here, if properly applied, will produce skilled personnel who
will make it possible for third world insurance companies to perform the best possible
service to society and to compete with foreign insurers on even ground. The cost of
establishing a programme is so great, and so much depends on the outcome, that it
would be a grave error not to confirm whether the programme is doing the job.

151. In the validation process the learning experience is checked against the
criteria set forth in the research design. It considers the efficiency and effec-
tiveness of learning by comparing knowledge and performance against time and
monetary outlays. At this point the weaknesses of the programme are lain bare, and
if none exists it may still be found that the programme can be improved by applying
current resources in a different way or adding more resources. Then the entire
educational loop process begins again for the learning experience in question, but
on an abbreviated or selective basis. Alternatively, the decision may be made to
begin developing learning experiences to meet other needs.

B. The educational institution

152. By the time the organizers of a programme have thoroughly thought through all
the steps of the educational loop, they will have in mind a fairly accurate picture
of the institution or institutions that they wish to establish. In order to help
accelerate the process, however, it might be helpful to set forth some of the
important features that such an institution must have. This will of necessity be a
broad treatment of the subject, and experts from developing countries should be the
ones to make the important value judgments which will fit the plan to their own
particular situation.

153, The initial needs of the institution will devend upon the type of programme
selected, but in the long-run it is most likely that both part and full-time study
programmes will be instituted. Thus, it is important to plan the institution with
enough flexibility to accommodate the additions when they come.

154. Evidence ruggests that the insurance education needs of most developing
countries can bes: be met through a combination of regional centres and national
proficiency certification institutions. Full-time study can be planned and executed
at the regional institution itself, and in many cases the part-time programmes of
the certification institutions can be planned at the regional level and executed
locally. At the same time, the analysis set forth in this chapter will also apply
to institutions established in individual countries, and in some cases that is the
best way to provide insuraence education. UNevertheless, many national institutions
may benefit from ewploring various forms of co-operation with others in the region,
and in several cases broad areas for co-oncration have already been set forth.

1 Essential resources

155, At least four types of resources will be essential for a successful full-time
programme, namely, first,an academic and professional insurance infrastructure,
secondly, adequate library facilities, thirdly, appropriate facilities for teaching,
study and administration, and fourthly, satisfactory facilitics for the housing and
boarding of students. Thesc resources are (a) sine gua non and without them the
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programme has practically no chance of success. 4 part-time programme requires only
the firsit, cecond, and to a limited degree the third type of resource. However, 1o
provide the flexibility to permit the development of all kinds of programmes, the
institution should be located where all can bhe made available, even if a part-time
programme is the first to be started.

156. Academic infrastructurc is by far the most important criterion for the success
of the programme. It is therefore essential from-a practical point of view that the
institution be established in a place where there is an ongoing, active university
programme in fields related to insurance. It would of course be possible o begin

a centre without fulfilling +this condition, but for purpescs of staffing, which will
be discussed below, the costs would be foo high to make it practical. Furthermore,
for various reasons which will become apparsnt, it is doubtful that the programme
will attain significant stature if the criterion is not met.

157. 4 lorge estoblished insurance industry is also essential for itwo very good
reagsons. Firgt, undoubtedly the institution will make use of personnel from the
industry for information on insurance practices, staffing lectures in specialized
subjects, and other forms of assistance. BSecond, the presence of a dynamic
insurance industry will stimulate any students studying in residence and help
develop their creativé thought processes. This stimulation can, of course, be
fostered through field trips and other programmes to bring students into contact
with the industry.

158. - Library facilities must be available to the institution, which must have access
to a library that is well-stocked with books, periodicals and other materials on
insurance and rclated subjects. These will nrovide reading for keeping abreast of
current developments, and resources for in-depth research and reporis. Also, some
materials on the subject of education must be available so that the staff can continue
to improve the quality of the programme. As the cost of building an adequate library
can be enormous, it reinforces the neccssity of establishing the institution in a
centre of insurance practice and cducation.

159. Facilities for teaching, study and adminisiration must also be available, the
size of which will very much depend on the staff. They would include offices for
academic and administrative staff, an area for storage and files, and a large study
room with tables to accommodate about 20 students and o satisfactory browsing library
of books and periodicals on insurance. In addition, access should be had to a class-
rocm that would hold any students who might be in-residence, and to at least one
smaller room for about a dozen versons. The classroom should be equipped with a
blackboard and screen for the overhead projector. At an carly date the institution
would »robably find it economically advantageous to establish its own printshop.

160. 4s important as the current nced for adequate facilities is the requirement

of flexibility for long-term growth. Undoubtedly the success of the institution will
be met with a demand for it to satisfy the other requirements mentioned in the

“need detecrmination™ step of the educational loop, and when this happens the
directors will have to consider a variety of programmes, including nerhaps the
development of local institutes in cities through the region, roving seminars, and

a myriad of other possible activities. VWhen this happens, the directors will not
want to find themselves limited in their action by constraints in the space and
facilities available to them.
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161. As regards focilitieg for room and board, it goes alnost without saying thet
full-tine students nust be adequately housed and fed at a rcasonable price. TFurther-
nmore, it is important for all of them to %e near the classroom and library facilities
becausc=theirApro_1n1tJ to the academic environment will encourage them to study, and
they will waster less time in going to and from their quarters. In addition, by
living near to cach other, the students will come to know one another well and build
-relationships that will have a nositive imbpact on the develomment of the region's
insurance .industry for decadee to comc. ' o

'é; utmff rpqplre ents

162, Onc uf the cardinal rules of the institution, particularly at the inception,
uhould be that itg staff be kept as small as possible in order to kecep costs at o
rcasonable level. Thus, the institution should be staffed with a combination. of
permanent, consulting, and poart-time personncl.

163. By far thp nost 1mwvrt<nt person in the institution will be the dircctor. or
president, whosc job it will bc fo build the institution from an wnknown entity to
a world-renowncd centre of insurance education. He should be .o distinguished _
educator who has administrative ability and outstanding oratory skills. It is also
possible that he might be sonconc in the iasurance industry who has maintainced a
longstdndlng interes st in cducation. In any event, he must be willing to dedicate
himself totally to the institution, to cngage in shnrt and long-range plamming, to
bear a large portion of the teaching and adiministrative load, to represent tha

. dnstitution in ways thot will lend promincnce to its namc, to go out and bring in
the best possible students by visiting and knowing comnanies within the rogion, to
obtain guidance and support from leaders in the insurance industry throuchout the
region, and to do meny other ﬁhing” "nlch will be essential to the growth of the .
institution.. The cntirc projcet denonds upon this man, and it deserves nothing less
‘than his full attention and commltment. He cannot serve on a part~time basis, and
he must commit himself for a period of at least five years. :

164, The dircctor or president should serve under 2 capable board representing all
countries in the region and a varicty of backgrounds. It would bo especially hielpful
if the moembers of the board represcmted variosus segacats of thé insurance industry
and the supervisory authority, with at lcast ome prominent insurance cducator and
_one oromlnunt re “rpﬂ“ntailvc from the discinplince of education also scerving.

165, In addition to thc director or president, there should be a sufficient nwaber
of full-time foculty members to develcp and cxecute the programme. The skills and
abilities of the individuals hired should depend to a great extent upon the _
curriculunm decided upon by the organizers of the programmc. The faculty members
should meet most of the ordinary academic staffing reouirements, but sometimes
sutjects of a highly specialized naturc will arige that can best be dealt with Ly
specialigts from the insurance world. Also, the curriculwur may call for some
coverage of related fields, such as managenent, cccounting or investments, which
are outside the competence of the regular staff7 the solution to the problem is to
use consultants or guest lecturers. :

166, However, there are several Zood reasons to keep the practice of hiring guect

lecturers to the absclute minimum. First, one of the most significant benefits from

attending the institution should be a close tcacher-student relationship and such

a relationship alumcst never develops undsr a system of sucst lectures.  Secondly,
¢st lecturers cannot really be expecte? to Imow what came before them or vhat wilil
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follow, so they disturb the continuity of the programme. And finally, for all
practical purposes they arce outside the control of the institution as concerns the
use of modern teaching methods, and are likely to be found lacking in this regard.

167. After the academic staff has taken training in modern teaching and examination
techniques, and the development of study matcrials and teaching aids, it may still
find a need for technical assistance in the discipline of education. This will bhe
particularly true Auring the organization »neriod when the ecduncational loop is being
implemented for the first time. In most cases it would not be appronriate to include
a specialist in education on the staff, however, as these skills arc available from
many sources on a project or short-term consulting basis. Therefore, it would
probably be morc econcmical to meet the nceds through a consultant, although a full-
time position might eventually develop as the institution expands its offerings.

168. Part-time teaching staff for local institutes will of necessity be selected
from among insurance practitioners, accountants, attorneys, professors, and other
qualified persons in the area. It does not make good economic sense to bring in
outsice teachers on a regular basis, although occasionally a specialist may be
brought in to give a seminar or deal with o particularly important topic. Teacher
training is essential for most lay teachers, if they are to be able to effectively
transfer their knowledge to others in a classroom situation. TPurthermore, it has
also been found to be very helpful to professional tcachers who have no academic
training in cducation. Although individuals mey have a firm grasp of their own
technical fields, experience has shown that most persons have difficulty in ftrans-
ferring this knowledge to a group of persons. Thus, like the programme of insurance
education itself, a teacher training programme should be developcd through an orderly,
recognized approach.

3e Location of the ingtitute

169. The location for the institute would be the city in the area which best meets
the requirements described under “esscntial resources™. In addition, the host country
must maintain an open entry policy for all students and persons coming from abroad
for official business. Other issues of importance include geographic centrality,

the presence of good air and other transportation, and the general attractiveness

of the area. PFinally, there is some merit in granting international civil servant
status to the full-time staff, and it should rececive strong consideration. In any
event, the staff should be recruited on the basis of qualificatioms, and not on the
basis of nationality.

fie Dip

170,  Each graduate from the institution should be awarded a diploma certifying
his proficiency in insurance. If the diploma is to be prized, and if the best
candidates are to enroll in the programanc instead of going clscwhere, it is
important for the companies to encourage participation by providing incentives to
attend. Such incentives would probably take the form of guaranteed incrcases in
pay and/or carcer advancement, although other benefits may also be offered.
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ANNER
A LIST OF EXISTING SPECIALIZED INSTITUTIONS WHICH PROVIDE
INSURANCE EDUCATION THROUGHOUT THE 1i0n.D
1. The list includes only institutions which as a matter of coursc make their

teaching available to persons from other countrics. Purely local facilitices,
such os commercial schosls wnd in-house training centres, arc not included.
Furthermore, although the list is based on the best information available, it is
not exhaustive.

2 As regards universities with cxtensive insurance education programmes,

reference is made to the countrics only. HMore detailed information may be

obtained by writing to the authoritics of the countries concerned.



Ao Professional certification institutions

ganada

Chartered Life Underwritcrs of Canada
A1 Lesmill Road

Don Mills

Ontario

The Federation of Insurance Institutes
Universal Insurance Building
Pherozshah Mehta Road

Bombay 1

Philinpines

Philipnine Ins. Inst.
A50 Regina Building
Escolta

Manila

United Kingdom

The Chartered Insurance Institute
20 aldermanbury Road
London [C2V THY

Unitecd States

The fAmerican College of Underwriters
270 Bryn Mawr Avenuc

Bryn Mawr

Pennsylvania 19010

The American Institute for Pronerty and Liability Underwriters
Providence and Sugartown Roads

Malvern

Penngylvania

B. Institutiias awarding certificates of proficiency

Canada

Life Underwriters issociation of Canada
A1 Lesmill Road

Don Milis

Ontario

United States

Insurance Institute of America
Providence and Sugartoun Roads
Malvern

Pennsylvania 19355

Life Insurancce Agency HManagement Assoclation
170 Sigourney St

Hartford

Connceticut 06105
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United States (contd)

Lifa Office lionagenent Associotion
100 Park Av,

New York

Y 10017

Life Underwritcers Prjining Council
1922 Fo Stroci, Hells

Uashingt n

DC 20005

Cs Specialiged institutes Tor insurance cducation
Africo

Alheria

it S

Iuﬂtiuu+ du Technologic Mnonciere ot Compteble
Coissc algerienne ('assurance ot de Hocassurance

AlglOPS

ugvpt

Insurance Institutc for dHarkoting
Beyption Central Insurance Organization
Cairc’

Higr Insuroncce Training ITastitute
Misr Insurancc Co.
Cairo

Morocco

Beole Marccaine d'iAssurances
7 ruc Bendahon
Casablanca

Institu National do Statistique ¢t A'Economic Appliguie

Rabot
Tunisia

Institut ifricain des Assurances
2 Placce de la Monnaic
Tunis

United Republic of Camcroon

Ingtitut Intornationzl des dssurances
BP 1575
Yoounde

United Rcpublic of Tonzanio

The Institute of Pinonce Menagement
Shaban Robert Strect

PO Dox 3916

Dar Is 3Balaam




C. Specialized institutes for insurance cducation {contd) |

' ;ndia

College of Imsurance

Federation of Insurance Imgtitubes
Universal Insurance Building
Pherozshah liehia Road

Bombay

Japan

The Non-Life Insurance Institute of Japan
6-5, 3-Chrome

Kanda-Surugadai

Chigoda-lcu

Tokyo

Pakistan

Pakistan Insurance Institute
PO Box 5503

Karachi-2

Philippines

Agian Institute of Insurance
Room 512--514 PPL Building
nited Nations Avenue

Emita ’

Manila

Singanore

Singapore Insurance Training Centre
G/O»Metropolitan THMCA

70 Palmer Road
o

Singapore 2
Europe
Pinland

IMinnish Centre for Insurancc Education and Training
Helsinki

France

Ecole Wationale des Assurances
Paris

iarmany, Federal Rcepublic of

Munich Reinsurance Co. Training Centre
D-8000 Miinchen 40

Koniginstrassze 107

PO Box 40 13 20

sreden

Institut fir Versicherungsausbilcdung
Stockholm
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Sweden (contd)

Skandia Management Programne
Skandia Insurance Company Lid
Box 5-103 60

Stockholm

Switzerland
Swigs Insurance Training Centre

Seestrasse 133
Zurich

United Kingdom

The College of Insurance of the Chartercd Insurance Institute
“Penton* f
tloodlands Road

Surbiton
Surrey

Latin Jdmerica
Argentina

Escucla Profesional del Seguro
Cangallo 346 ~ 6° Piso
Buenos Aires

Brazil
FUNINSEG - Fundacao Escoal Nacional de Seguros
11 andar

Rio de Janeiro

Colombia

Programa ASECOLDA - SENA

Apartado Aéreo 5233

Costa Rica

INSE - Instituto Hacional de Scguros
Apartado 10061 - San José

Mexico

Instituto Mexicane Bducativo de Seguros y Fianzas, A.C. (IMESFAC)
Hamburgo No.250 - Mexico, D.F.

Nicaragzua

USCAP - Instituto de Estudics e Investigaciones del Seguro de Centro
América y Panami

Ldif. Sofia 3er. Piso No,305 ~ Managua, DN, Hicaraguc

Apartado 3524

Cable ISCAP

Peru

Bscucla de Capacitacidén en Scguros - EDECES
Mntonio Mire Quesada 247 « Of. 512
Venezuela

INSPROSEG -~ Institutc dec Formacién Profesional de los Trabajadores
Pelota a Abanico -~ Edif. Don Joaquin - 3er. Piso - Caracas
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