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The designations employed and the presentaticn of the material in this document
do not imply the expression of any opinion whatscever on the part of the

" gécretariat concerning the legal status of any couniry or territory or of id%s
authorities, or concerning the delimitation of iis frontiers.
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(i) The Committec on Invisibles g relabed

: o L £ g
sesaion (Ap»il 19071? “@G4Q“EUu
Two iowg of ‘

countriezs".1/ The ¥ iucumeﬂﬁ,
repared pursacnt ¢ this reanest.Z
02 =/

cenaee P'V""""
to develoning

N

(i <1 veedad, for the preparation of this

e L Dy 1l vermments of developing countries.

Ty gquesgte note verbzls fyom the Sseretary-Gensral dated

14~EC rember 19?4, tg help the seecrstariat So collect this information. Cut of a

tctal of 110 couniries whilch were approached, 42 nomr'130 with This Teguest and
T

-3
0
£+

icn most of which ves tl?hlj-usefal. Tie pecrsts

provided informa iz
gpecially from insurance trade journals and

obtained maieria ?.fr

-

2 & , 2
pericdicals and various finapcial pericdicals.

l-) L6

(iii) As it was obliged fo draw on very veried and often incompletec sources of

information, the secretariat was no®t able to draw up an cxhaustive and belanced ligt
the period
3 period under review,

of all the impoirtent developments which cccurrvod during
Tor the same reagson, the degrse of ‘Wpﬁitmhb@ atftached to certain developments
referred to in this study is gensrally related bo the visuw of them teken by the
varicus sources of 'i mmation, the correctness of which vicws it wes of course
impossible to ascertain. However, rather than the intrinsic importance cf tne
ratariat has endsavoured to show theixr relovive importance in

developments, the secre
the context in which they cceurrsd. Fer this recason more weight has been _1ven to

certain modest developments in countries where nzational insurance businesz is shill

very amall than dc developments which were morz important in absclute Jerms, but

which concern countries that are relatively advanced in this field. The secretariat

has sought to provide information which will be useful for the least dsveloped among

the developing countries, so that they con draw from the experience acquired

glgewhere conclusions adaptable to their territories, This ig in fact what the

Commitiee on Invisibles and Finsncing related to Trade, at its sixth session, had

asked it o do 2/ in connexion with topics which have been given prominence in this
study, namely, measurss aimed at structural medification of the national insurance

market or expansion of regional and subreg’ snal co-operation -mong developing countries.

3
L
J.

b

See the Fommlttc“-s report in uocumrnt TD/B/ITD/RQV 1 - ”D/B/L 3/)1/Rev 1,
annex 1 section A {Insurancc), paragraph 6.

et
¥

9/ ericds 1968-1970 and 1971-1972 were dealt with, respe t1v;1y, in
documents TD /L /09 and ED/B/C 9/;L 7, submitted to tne Commlthge on Invisibles
and Financing related to Trade at its fifth and sixth sions (December 1571 and
- o e = N

July 19730«
3/ See paragrap 7T VI) adopted by the Commilioe

B
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(iv) The present study may alsc help the Committee to identify factors which are
dev ctor in some developing countries and

hampering the elopment of tub insurancc so
to formulate a i a view to develeoping their joint potential in this

sactor.

eV
.
o

ommon poelicy wid

Chapter I cribes measures which

(v} The study ic divided ipto three chapters. Chapter I e
have been taken by govermments of develowing couniries to modify the siructure of the
insurance market ar' to c¢nsure supervision f insurance comperies and business. The
result of these measures and of other factors vhich have caused considerable changes

in the development of the market and in the business done in it is considered in

chapter II. There is often a considerable interval between the time when the State
takes a specific action and the time when that action yields practical @ffecuo. This
interval is of particular imporbance as the period covered by the study (two years) is
relatively short. This is why it was congidered necessary te deal separately with
State decisions and the result of the decisions, slthough it would have been

interesting to analyse the two topics together. Chapter III is concerned with

developments in regional and subregional ceo-overation in the matier of supervigion
and insurance business proper

o
S

of insvrance concerns
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I - DEVELOPMENTS IN THE FIELDS OF IHSURANCE POLICY, IEGISIATICH AND SUPERVISION
I¥ DEVELOPING COUNTRIES

1. A8 in preceding pericdn, gZovermsents of developing countries have taken
measures in a number of diffevent zreos. These comprised:

(2) Mezsurss to the national insurance market. Az o
ruls, political part in the stops token in this field;
their purpose hsaz be: 1 or poart of the insurance naritet awvay
from the private 0o State-controlled anterprises or to

or public, a larger shore of the market,
tg vhich acmetimes held a preponderant place
in 1t. In some the estoblishment of insurance
enterpriges have he object of ensuring that these
institutions are better adapted to tL@ requirvements of the modern economy and to
the economic and social @«volnpmﬁnt of the countries concerncd;

i
.1,
b0 the detri uuut

(b) Particularly in countriep whern the insur >
private companies, 2fiorls have heen made to cxroate or improve 7eﬂlsl t ive
frameworks and methods of supervision.  These involved adapting the activities

of insurance concerns to the infterests of po be!
reconciling the dynamism and independence wbich these countries allow fo private
enterprise with the general intercst. In this commexion, some govermments have
sdapted existing laws o new developuents or have modified them to take account of
post experience;

.
o LV

licy holders and more affectively
i

(c) A third cetegory of measures are conceryed with rogulation of the
convractual and commercisl relationships betwecen insurance centerprises and their
customers. The aim here ie to ensure that the former ere unable fo take

adva ntag@ of their privileged position not only with regard to cortracts but also
in relation to taxriffs and the offering and sele of policies to policy holders;

(d) Govermmeints have algo token action in the specific field of reinsurance,
vhich shows that the public aunthorities reocognize the preponderant role of
reinsurance transactions in the policies and operations of insurance concerns, and
the impact of these transactions on the national economy.

{a) Laws and regulations uoncarn;ngi+hc structurs of th® mational insurance
market and the lagal ownership O companics

2, The purpose of mgst of the measures taken in this field is to cregte a
legislative framowork within which national interests play a more important role
in the country's insurance business. ~The most extrome form which measurcs to
thig end have taken consigts in complete natiocnalization of these activities,
the latter being entrusted to a State-owned concern which has a monopoly of the
naticnal wmarket.

R The Islamic Republic of Heuritania, the People's Republic of the Lﬂﬂpﬁ and
v ~ -
q, Il

crrmental action of this kind. In £h¢ first of

apparently Fthiopia witncosed ¢ al
these countrics a nationzl compcxy (Nociébd Mouritenienne Aflgsurance ot de
i ¢ nted a2 pmenonoly of nstionel inguroncs

Réaaguranes )

el

. . o
1ilo theo licoences wiich haod boen

P P T B e [
Time woile eondelioed. iith




regard to the latter, 1t weao gpecificed ithiat the
companieza would conbtinus in force until eigpiry and
i ] o

of the compenies were held rogponsible, both fin
uaﬁakO‘pl g of funds, securiiice bna docaments n
& pr , Tho lig ovs of the

wnliks in Mauritosis, the

4. In the People'’s Ropuvlic of

Govermment's action wes not dircctly cimed at cchicving uhru proved fto be the
sz, altheugh it vag the indirsci dovermining caus Two orderz signed

b
dent of the Republie

5 blie tlgeted on 31 Oc t0001 1277%; orne of then
ed the country'u i agurance i1ofugic 1 2 othex

reorganis + a2ghtablished the

national company Agsuranc Réasaurancco du {Jongoc. he former laid dowm new
conditicons with Whiuh ing companies and hranch cff ces es "blished in the
country had to comply in carry on business in the commiry. Bach
concern was reduired, ianber alio,to lodge o guaranvos deposit of 25 mmlllo CFa
francs with the Co“gal :'T tc do onmuel 1usinuss amoun ;ng to

200 millicon CFA francs : reinsurz 25 per cent of its business
WLzh the newly~estakliched n ional cempany on terme laid dovwn by the iinistry of

Finance. These ordors, mede for thce purpesc of limiting the mmber of companiea
on 5 gaturated market vere congidered too sovers by the companies and branch
cffices to which thay aepplisd, ard these concerns thorcefore rogquested the
Mirigtry of Finance to cancel thelr licencos throvanout the Congo; vhis was done
at the end of Joomary 1974. The newly cuu\bll shied national company thus

acquired a e facto monopoly of the Congolese narlies. ~
5. It was also with the object of giving the in SUTENCe business the most
representative intecrests of the nedion thot Tugosicvia intreduced changes which

arc opening the way to o now socia;ist CONCCPY of the 1m9uran~c concern and a
revitalization of the mmtueliss pripeiple. Under Yugoslovia's now Copstitution,
promulgated in 1974, insu*an-& compenios ocre being trznbforrc into Yipsurance
cormunities" placed undor the zole admindgtration of the policy helders and
managed by the latter's representatives. Thess concerns are to sed their own
tariffs and conditicns, having regard to the e*ﬁ‘omic end technical principles
applied in ingurance. They will alsc have o have rocoursc to co-lnsurance and
reinsurance whenever thelr retontion capecity is insufficient.

N

Fan
2

6. In other countrics Stabe ~otion to facilitate occess by national interests to
the insursnce scctor has not sxecluded participation by privete interecsts ond has
even encouraged their participation. Ir Morgnco, a policy &f this nature went sc
far as to prohibit foreign companics from doing businesa in the country. In
accordancs with the dahir of 2 Marenr 1977 concerning the wmoroccanisation of cexrtain
activities, oxcept wherc otherwise provided by an
individuals and bedies corporate of Moroccon nationclity wmay do insuranco
buginess in Morocco. Entitics not fulfilling the conditions laid dowm

(50 por cent of capital lio roccan, chairmon ond nanaging dirccetor Moroceon ond o
tloroccan majority on the Doard “1 Dircctors) werc given o poriod o@ one yoor
15Uranca concort
in Indowws

intornationsl agrcemont, only

{for ngentz) and two
Similor meosures wors:

e A
LS e o g e
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Ammodiah ¢
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T Aduetinang

intiresta.
Losotssdor
ca rosulting
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the developnenta
tho ggvcnpmwnf hsas

ion of forcign

7. In othor countrics, particularly 1
reporfed oxo ;_th the zome '
i o Congress a pill

IR
tlis sama

P T n o I I T T 1 .
BCTLULE . L QLTRSS LOTIE D iacoed in

capital in th T
i oo COLIMIUNI G 'L:J.Dl‘lsjr
are 2igo

. vrmpam | el e e e i}
ciors cormlvhing themselves

a. Olher Letin 4 inrn
further, to cst:ullah tha o 7 ion in concornsg
eﬂtablishcﬂ undor “un;a#yHL l“w5 u:, in cher r'"ns, Vidplen cortain that

S genuine nationsl intercsto Tho
thot the conforrin
s vhe legal
thiz porpose 2 stricher
2 conpanies' and
8 Pluwpl meraly

national compailles ars rwhroscnho
govornments concornod ars ol
of maticnality on iusurancs
fictions which niad provailad
distinetion is made bobuoen
coppanicg ir vhich fthe nati
through tha loan of o noncs. T
oart;c;patlun of maticnal capitel inm nationcl o 1
has heen strictly regulated. The natiounnl oubhoritics tock carce to explain thet
the purpese of thip selsctive policy wes nod 4o rule out foreign o‘—npblmtlon in
the insurance sector, but only to protect nciional intoraets at o tine when the
country's occonomic potentisl has te be developed.

L gale

The Tr,pﬂg;r of shorco

follow the same lines; national™companics imeot be

9. The msasurces baken in Peru 1]
sts. T&is eagure docs not
n

at lcast 30 per cont cont roTTod by national intor
apply to branches of Lornlg: compeniios establishe oru; buwt sinee foreign
insurancs concerns are o lonrer pormitted fo set wp in business thers, in the
end result should be the couplete tako-over of the insurance ;ndustry Ty
nationcl interests. It should be recalled here that the action talkoen had its
origin in the provisions of Docision Mo, 24 of the Cartegens dgreenent, signed i
December 1970, undcor which only thosce concorns in which more than 80 por cent of
the registered capital belongs o nationzl invegtors and whose technical
fipencial, sdministrotive and cormercicl mansgencnt rtfl chas the proportion of
national investnent in the onterprise, con be deemed to bo national cormpanies.
This decision also stipulates tvhat no new forcizn invesiment shall be permitted
in the irsurance asectcr {(ner in commercicl banks and other Cinancial

institutions).

10. These measures do not diffor fundamentally fron th osn taken in Thailand,
where at least 85 per cont of the shares of national insurance CDHP&Hl“S rnust
be held by Thai natignals. The beards of dircctors of *ho ¢ coppanies pust
have at least five mcﬁhurs, all Thais,

11, The policy of registrotion of compconics or of advance authorization of their
activities (lice n01ng) heos also provided, ns wee indicatcd zbove, o neans whercdy
varlous devcloplng countrics have beon Jb_' nore offvetively to adapt tho
]

2
—— e gy ee (Miri 1 3 3 5]
ool roguircoents. Thae Tunisis hos Fellowad

dely - N v el
Bompaatoof on onthorizabion ia dopomden
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zpplicant concarn's carrvir-T on o specified minimar volune of business. his
mast not fall below BCO,C00 dinars cf premiuns per anmun (promiums written net of

negllations, plug promiums accepbod in reinsurance ond minus retroceded

promiums relating te these acceptances in reinsurance).
iZ2. Other coundrics hove lindted thoe prowth in the runmber of 3unpe1lc; per ting
on bheir torritory. Jordzn hog laid dowm new condltions for the registration of

ted only ir they arc established as puollo

s will not be permittcd to subscribe more
ong to indicate 2 desire to
ors of the cconomy, and +to

8
- 1
ke market.

companics; these will be accuep
shareholding compardes and their founder
than 50 per cent of the registered copital, which s
Fa i ¢
1

(]

P, P P S —_
112 OUIIGT co

keep the insurance sector independent of ¢
eliminate priwvate underwriting asscciaticns from
13, In Indonesia and the Phili ppines achicon by dhace aundthoritics hes boon alped
at azhioving a con :e ntration of the national insurance market by cncoursgement
of mergsrs. In the Philippines a r;ghlatlon haz beon issued Ho laCllltmuu thig
process. It stresscs the noe cL to protveoct the intercats of policy holders when

c‘i-

o
nergers take place. It is stipulsicd, for ingtonce, that policy holders shall be
given advance notice of any nergor plans of thoir compony and that the company

cbgorbed or dissclved sholl carry cut oll thmr obligotions or that
ferred, with the censont of the benelficleries,
In Indonesie, the Govermment has

Cr companics
thess obligations shall bs trancd
to the comprny resulting from tha nerger.
encouraged the formotion of larger and more productive insursnct Couceris

' foreimn companics with nofional intceresta.

(D

(see paragraph 6), through the nerger of

14. However, despitc the mcasurcs gensrally adopted to ensurs th“t insurance
business is cerriasd on by on optingl muiber of companics and thot these
conpanies and thseir ac ilVl tics ore regularly supervised, illiclt insurance
trangactions continue to occur, Tb e ig, of course, no reporfable cvidence of
such activities, but therc are valid grounds for stating thet such activities do
in fact take place in many developing countrics.  The effect of illicit
insurance on tho sound devolopment of the insurance market in developing countries
will be dealt with in greater detail in paragraphs 63 and 64.

O

(b) Laws and regulations concerning tihc oporction of insurance concorng and
its gupervision

15. The perio 1973-1974 did net ges the bptry into foree of mch now
legislation designed to enswre State control of insurance concerns and
undervriting act ltJ. In nost enses, the developing coufitries tock thoe
necesgory steps eatablish such suvpervision through cnectment of insurance

[SLEY

B Pv

legialation and t o crestion of administrative nachinery fer its implementeotion
as’ soon ag they becane indopondent. uﬂrur~111 speaking, the sbsence of ﬁuch
supervision coinciues with o very reeent accession to indepondeice.

Eguatoriol Cuinca, Guince-Eissau ~nc Moscobigue nre cxrmples of this situation.

dao catogory, legisistion and
ConLy od covorsd by tho prasont

||\q?

17
Mo Hobrids

Patinean will
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Ehe

be conducted in accordence with judiciouc ond sound practice };and for cxamining
their accounts. Ho must also Laj dowi: rulcs for thoe conduct of insuranco

- vy - o
te of premiums, and

L

business, approve general conditions of insuran
supervize the insarah o agonts, and averoge assessors and adjusters.

ahould nl 1
PR R y
G L LS00 2C

17. In addition %o the Hwo above-nen
1 +1ﬂnt tha

made ko the ’nltcu Republic of gaqg;
1 mwumal
OWSTS, were 1o
A new law was o
conniexion with -
‘o integrate fﬂu in sur nee busincess 1
wap necessary to requirs ingwranco
an orgenizational struciture 1cm~t
require them to invest in Coneroon
techaical reserves,

1nner‘tcﬁ fron tqn fc”nﬁv colonial
and characteristics of tic country.
Tz notional aunthc 1¢t1”u stated, in
hot tho legislator's wlitincte purpose was
the developoent offory, To tuis end, it
' sotoblished in the country to adopt
pursult of the noew objectives, and to
t of the prepmiuws income cormnrked og

SH

"‘FJ

o]

18, Other countrics ﬁlﬂc

2 - . o . -, . — e -
v progont logislation iz no longer suitad
:f\

Nk
1N Rnaliing Ior-rEacnling ¢h anges in it.

to prescunt-day uo1d1 ions and orc
They include Burme, Tiji, stotho, the Helage y'uﬁ ubll In the
Dominican ngpbiic mlaoystﬁdiaguﬁie bo*iéng?” iod ouv ;
comprehensive revizion of the leogicletion in force. t wea stabed in this
connexion that new rogulations should cnsurce o nuch greater roteption of risgks in
the counbry, by noking greator use of the componics! rotxntlom copacity.
19. 1In some countries the neoriod ki into force of
new lows and regwlations wialch hod beon onncvsed ki) inning of thig
. period. %/ In Jemaice, fer instonce, thoe new regulation prommlgsicd on
29 Decerber 1972 nede fa -rooching caanges in the mothod of supervieing insuronce
business and resulted in o mmbor of aimin‘stLQtiug nessures vhicn were nob

P .

actually appliced until the perlod 190751978, Tho san: ccomment car be moade wit
respeet to Ghenm, whero the very inpertant laws ant regulatiome adopted during

[

P
the second bhalf of 1972 were gonerally not put into effect until 1975.

20. Changes of some importonce in ox sting laws and rogulations were nede in the
following countries during 1973~1974: Lrgontina,a new Lot (Wo. 20.091 of

7 iugust 1973) gave the SUPCTVASllﬁ au uaorhty wider powers and the status of a
public entity, enjoyving considersble indep rdunc VLH—@mzig the ox cJtlvc

authority. The inﬂura; o supervisger lg assigtod hy 2 couneil of five noembers,
representing the ingurance market. The new 1Lf alss Layo down rulzss for the

conduct of act1v1t1bu qf insurcice co-cperatives (vhich noy only undorwrite the
risks of their wmenbers)y rules for mersers betwoon insurconce concerns (bthe terns
of the merzer must be subnitted to the insurance supervisor for approval and
communicated to the policy heolders, who arc ontiticd tc raise objectionas) and
rules concerning advertis wpv by insursnce concerns, vhich nust avcid any qmbiguity
in their announcenents The preemble of the now law states that the questions of
the treabment of natLonb; enterprises, biue protection of Argeatinian risks and

. a4 =
W DI LKi
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insurance supervision has undergonc many
registered

future legisiat
mi
e

inportant n; th

[ S
OLRTGT

abi

|._
L]

LIOUT

4 fubure
of the
periodic
3tment
SUranco
-~ T R amr parn T prm e
aat U Pedidaie, wils LJJ. -Jx-‘u_u'-,,k_u'.; i
entirely pow ut prepared. Theose changes cosure
more effective supsrvi be of insurnnol etz iah

<
Bl owmound iauas
Lo VI Llsnwd e

o povers To Cenl ot

-

businoees in o oorwer Lo

inguronce superviscr has

N
ingolvent o are throanioned LYency. Corcorn to
public hag resultad in ta byimg arpowecres to eg
colrpenics Whinl ‘Jnduct : In o meynor deod
intsrests of IS SN RY I nde gotisfa
arrunﬁeachtﬂ The liczne: 0 alat el wiwen the p
reguire I Lod Jupervis

substential.

1. In Paraguay bhe alnious 1
for both naticnal and forsign
was tc achicve o botbsr rolati
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Increased oapitallzc tion wap o
national 1lifw inguraonce compondoc v B p
capital. Howewer, o failrly mo Tigare, namcly 1G0
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i

niloﬂ capacity.
donesl
their regigbored

Ieage naeg

also besn -
2 million peses and for
gupervision suthorit
ancuntb. In edditio
The cobjectives of &

solveney of irnaw mce concerns: a roduct’ n of transfnrs ab moad
paymenta ( wtions reinﬁururs-: iver prisrity in T *V:‘“ruc\ husincez and
TQCour se L _ - i
J_xﬁ”cirwj mPDWJMLJTCftth@m
of the State in the wonotary, orodit

ded

N o
@ companics st nold, on depooit with the insurcnce
stocks and shores ox 8L itles and vorth e sang
t owers of the authority VOTe axternded on
r consure:; alntenornce of the 1i
i

Lo7]

<

©
Lt
oo
fad
C:-

i

insurance mly o
anicg! vegtoent )“llC“ an

22, There iz o fairly ne rkvc & cRohe ioritice in o {ew countrices to adapt
invastonent of tschnical rossry 4 grersnteceg either to new

to ,r ngthen the finanelal
Tlexdipility in the

e

o)
requ+'em:n s of ¥hs national
ecurity of the insurancs concerns 50 ollow pcroator
i j hac The rogult of ?ﬁCOdr”“l“ﬂ

L/

1h s
e Y

sl
anly

R P e 1 M d 8 P AT
i sy el T

——— . . i = A0

"iapport

it SOALER




’D/D/C 3/12°/Shpp.
page 7

]
m
o
™
ko]
ot
o]
2
s
O
s
Rt
o
¢

specifically designed

country's ccononic and 12 Cenecrny ew
oppovtunitice in the monag is would scem to confirn
- c

the roed for o dynamic
of developuent. O
a ovn'] On-" ) L

Feverning
wiloh heve boen the subjoct

o~ ~ - . .y Iy Lo 1 -
CLa o0 ‘.u.'..l) .!H‘VC- 1:4':1’;.'11 D..Dl‘l JGC)

i

o G

investr :
of a lau 7y ragun
bring about chango
"nﬁ ’“off101~1 LD

-

suronce eonooerng oy o dlrect
. - - . - —
heving beon officicily

- = my st e
Pk R I S e

- e
ATl LN

1\1 Cl\.' 23t

OIL_J,
invesbnents

1o ond thoo:

bffebthu mnean cf upanra111;3 nrivote sovings inte investoen 1
the country’s sconomic and sociel ‘*v*luﬁluzu aore sffcotively. 5y this dacre
the Covermment alsc is buu,ntlal to sue that more 1

-“GJ

availgblc for the « s It lays Jawn.t“su 55 1

of any incrcases i b sct Lie ¢ parchase of

national debt funds For tha Honut*uction and luprovencint

of such .housing. he cese of increcses in the nathometical rescrves of 1ife

ingurance concerns, propertion ia 60 pexr cent. LH qddl*fbn, new Sensral

rules now apply to > eoncorng rogerding the invegtacnt of their rescrves
I

{decree No. 1729 of 1974 o regulations governing the ;ﬂrcstﬁvnu of lnsvzones
compenices!  own funds were ingured oy decree Mo. 17531 of 1974,
not subJect to the mandatory investoont :ul“ may he imvastod
dzpnsits with gavings banlss and buildin t

-xisting regulaticrne concerning roprcscniation ond
laced by the provigions of o nov
.

£
-
[
h
;
b

s lo
h, 3
N
b
&
"\
vt

o H
o]
ol
g.

]
hae have bheoen ro
974. Mides concerning the voeluation of assots have also

toge of ingurcrs! investmonts which oust be in State
Fron 65 to 75 per cont. The velus of investments in
: oy 1O b 20 pexr aent of totel reserves

In Hal :[ o th

2 P
sscurlitics haa b an ai'e&
Fedorel Governucrnt ko
ond guaresntess.

ucke insuroa ca ‘

o ig of 40 per cenv he rnyt proemiuns

this moosure lies in the fact that this reserve is

&, with ths ”Ohﬁﬁﬂt of the supervigor:r auuuorit35
]

25. 1In Hoxice, tho
r&mmragi*cimu$,
(retalned). The intercst o
cumualative ~nd can nly be
when the insurer is cbhle to

mva £ F

roinsurers ig not sufficicnt to moct

h‘o o
- O
et

prove thatv uhe sompongation received frow
N )

RSTHESTIN

ubuu..:._a.(,c (1

o .
SUALCL 0




Y .;/'.J/u-,/ l;.‘..l'_,.-'_LJ,,. :.L
pacs 8

27. The developments described in the preceding paragraphs sceh to indicste a
trend (in o very small mumber of countries) towerds strengthening the powers snd
functions of the supervisory authority, increzsing the requirenents with regerd to
the registercd capitel of enterprises (roquizcments which, in most cascs, arc only
and overdue attompta to compensate for the fell in the valus of the natlonal
currency ) and introducing stricter rules concerniny Vie investoent of insurance
companics' funds and reserves, wiik 4 vior o invrcesing th-ir finoncial scourisy,
These trends coir.idc with similar sffori vhich are bainz vade in indugtriziiged
countrica.  The cose of Frarnce nus 2 f‘un becn: mentioncd and reference may alsc

tinid

b
o

be mada to the neasures toaken by fhe United lHngdom and othor developed countries
to strengthen supervision. ﬁhat sho* d nermally serve to oncourapge national
authorities of developing countrics to p14suﬂ the seme courge more actively.
Unfortunately, it must be nctod thau the offarts of thesc authoritics, and

especially of these authorities which are directly responsible for the enforcement
of the insurance laus, continue to come up zgainst a great nmany obstacles. Cought
between forces which are offen conflicting, sabjected to the influcnce of pressure
groups which try to make them alter their decisions, and having to bear in mind
pelitical considerations and differing intereste whlch havp to be recomciled,

they often haVu little latituwde in docisicon-malting.

(e) Laws ﬁggngggpl wbions governing conbractual rnlatlonshlpq betuebr insurance

concernsg and their policy holders and bunQLlClﬁrluS

28. Protection of the interests of policy holders and bencficiaries under
insurance comtracts is one of the basic functions of the State w1ﬁ§*“ the frameworlk
of the measurcs it is called upon to take in the insurance ficld. }/ This
protection has found conercte sxpression in various laws and rcgulations

concerning contractunl relations betweon insurers and pelicy holders which have
been irtroduced in soms. of the doveloping coumtries. In addition o the nost
important developments in thisz fisld vhich are raferred to below, account should
algc be taoken of 2ll theose efforts made by the State or by officisl bodies of
which there is littls or no public kmowvledge and which tend to make thce legal and
financial relations hatwoon the partics to the insurance contrasct fairer and more
equitable. '

29. This is an importont matter, particularly in developing countries vhore tho
growth of the dom:stic insurance moxket iz closely related 1t the confidonce which
the insurance compopies ingpire in the public. A number of ;actors lead one to
assume that thig confidence was froquently betroyed during the poriod under
review. This has led to complaints, more or less justificd, bub of a very
general nature, concerning the nmanner in which the companics fulfil their
cbligations, aspecizlly When a loss occurs. A number of reasons for this nay be
advanced. Onoc of them, vhich seems fundamental, is the fzet that the purchgser
of the pelicy froquently Yelieves in good feaith that he is obtaining a guuruntoe
which the coanbtract dons not provide. Contracts sre still very often drowm up in
technical and legal language that ia deliberately cbscure and which the public has

/' 8sc Insursnes logislation and gupervision in deveoloping countries, op.cis.

et
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32. Stops hove been ftrken with the same objective by the Higorisn Insurers
assoclation, which wos csteblished in 1977, Its cims arc not only the protection
and promotion of the common intorests of fthe insurers, bub also o betlar
understanding of insurance by ol scetors ti nationel commnity, wvhich neang

that the nembers of the Associstion will have o5 conduact their bu51ncss'in guch o

way that they reuder o real service to this community

‘=<‘

33. In the Bahemas, insurance supsrvision hos contl ﬁuo« to e cotive in this
fizld of effective profceotisn of policy Ao 113+u- It ig intoresting to ncte the

efforts made with regerd to guporvision of ~dvertlsing by insursnco concerns. The
Registray of Insursnco has reminded these concerns, whenover he heg deemed it

necossary, of tha pro @15;¢n; of Ll law which probibit the use of nislesding
advertising. Woticos ‘wers sent to supervizod conpanicos asiking them Lo gubmit

to the Supervisor, bofore publicatiecn, any od isemcrts which thoy 1nt:ndbu to
place in the information ch;u. I \u&*t¢:n, guilelinc; adopted in

February 1975 arc deosigued 3 tla of UETEE aliz

wiiich
_howover,

by etipvlating o

gpocoifieg cloariy

sudds o linso

1ursvrancs SR VI
:
3

P TP . RN R
[W TURVINE SR SRR A -..'.;u._u (L AR VSN




the public and fto give
s buying, that, in Irag,
contiraod to 'E’““”lplx_.u\.

o ot
o g

che Tnlllanncs,
SLp“rv1°-r ndor tho

concerns in the o

. N

3
o G

e
E

(RS T R R

DOWeD GoDery EG

:m p-v

SpCe

omcnvp, amerny waonm
insurence praniuns smoun
that brokercgs concern,
and insurance agentas.
de Bancog. Thoey must in
Wiich they collect.,
commdgsions ney not
proceding helif yeor.
Thers 1s no deubt that
thoe profesgional guelid
ingurance pulicics to
growth in tlhe snount
ensblas thow o
can coven coount
premivms, which romoin i
insurcers' liguidity ond
adequate neasures 2
practices in these

s TS to improve
it of scelli

okl -crncri at the
¢35, which

- rfluunuo which
1e n%‘ 3\ over of

[
figllds.

-

L
e

AL

36. Ais far as fixing the cost rned, the supervisory
authorltles.have token sotinn in o 28 only, Miig lack of
activity is probably due te foctive erice control whicih is
characieristic of many do cotive of v powers the lavr

3 the neod for such contral.

gives to the sgupcrviscing
Howevaer, there is some a
reinsurancs sgency p*“'l“u
of carrying out a uarllf
wag able to deoilde
depending on the ol
do away with tho re
costs), whose 2P 1
50 per ceLt of
sams

.
a1

~ canbral

e
IR I A fo ey e e
Oy wWATL DOTe ¢ fooctive means
2 5

- .
o - Pt
H Setpd oAk -

s l-
A fomii N e

-
ki
i d i




28. Contractual rolationshing

T0/5/C.5/122/Supp.1 |
page 11

&

n in pricing is cloarly csscential. It is from

insurance, whers Stote indsrventis
this standpoint ‘-:he.t toriflf incroeaus for this class of insurance were approved in
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e

Mcroceco among otha
at ths same time, _3'_,

or nenva
lc to ’s-tﬂ{c account in this report of all
tace duriug the poricd wnder review
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SR atiin .
nourancs ageinat cortain catogories of
aopontls u.,uompalsor‘ life

also indirectly affcctad oy the
risk was made compulscry in scme national laws. In Arge
ingurarce, preoviding compeisstion of 10,000 noses (opp o_ﬁlfnatulv T3 & 1,000) in
cagt of denth or portenont ;:..s:v__;tlz_t-r, wog introduced in 1974, Emplayers will be
lisrble to pay this cocupen ﬁ*.::_ ~ 1T bhey hav: net tokon cud imsurance. fo cover it.
Aslthough this messure seems %o fall ir the socizl scourity field rether than in
that of commiercisl *.m"uenur-, the lrgontinge insurance ..ark-ﬁt ig affected by it
becanss the risks pey be covered on this merkst by the cmployers. In tias

Ropublic of Korea, a bill (it is not mown if it hos beorn passod) providas for
Tt ig pointed

compulsory fire imsurance for o certain calegory of buildings.
out, in this connexioi, that this law was IIL.(l-.. ‘necessary because of fhe gravity
of the cotastrophies which occurred in 1972 and the number of lcssk,s not covered
by insurance which they entailed. In Sencgal the Hational isg %o;.y passad a
bill mak:.n_., motor vehicle insurance compulsozy, It iz in fact gradually being
pmade compulsory in ail countrics, developed and doveloping alilke. In Irag, act
Ho. 25, promulgated in 1973, rolating tc the compulsory insurance of siips,
concerns the ingurance of river craft and in norticulor covers total losscs and
the costs of selvage and romoval of wrecks.  The authorities have sought by

v

&LV

this npeans to facilitato the removal from valervways "f obstaclos to navigation,
The concern which undertekes suchremowzal operations thus kuows that the costs’
involved arc covaored by insurance, vhercas their p*.ym,n*' prev:.ou..,lv depended on

the shipox»mer's financial. capacity.

39. The a.c..op’tlan of compulscry insurance for certain classes of risk lag led
gome countries to modify the basic priueciples governing the market im vhich
dealings in them teke pl we.  Hew Zeeland is o case in polat and, even if it ias

not a developing country, the imporitance of the eveut is =much th_;,t it canmot he
disregarded in this report. ‘ - : . o

\
§ , , S
L Sez Insuranco ‘lof-:i.-,l'ation and supervision in developing countries
. e ) P 3
op.cit., Part One, paragraph 1l: : '

”"uperv:.sury authorities should be 'Jrc,ed to intervene Lffv-ctlvely and to
ensure thai $ic premiumg ond the conditions of the policy were fair. In
norticular, Shew ahonld p-rﬂvont the. coata of inaurence from beconing

TR ﬁﬂrr‘u{,l- th coztroi—ofTornt asi?m’s"m?'“tl‘m salec of

Cawgmind Ui,

1 3 - - g b 9 - - . E YL LT E - - "y
wliciazs, which should be vither abolisheod or roduced So o sinimuz. on .
thoe other hand, risk promixns should Le constantly supnrvi u;f“t anl kops

. i

al oo e:.p::.\r-'}nrlg'vl-‘ Aowcl, enrroeponding $o bue voss of oloim
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40. lLastly, it is worth mentioning a certain category of risks whosc possible
consequences have led the suthorities to toke sciion with respect to the contracts
concluded to cover thom. These arc carthauake risks. In Mexico, whore their
gravity and the cooncmic amd social consequences vhich they can produce, both for
the insurancc companics aznd fer tho vieting, arc woll known, it has beon
gtipulated that insurance Gol:serns may oridy csswie these risks only fo the cxbent
of 80 por cent of the value of the prepoertics irnoured Ir the event of a clain,
an enount cquivaicnt to 2 per cont of the sum insured will be deductod. Tac
question of technicel rosorves for this catcgory of insurance is reforred to in
paragraph 25. ' : -

(d) Laws znd rogulations concerning reinsurance

AL, is far es reinsurcnce cegsions vhich ~ro treasferred by insurance concerns
%o other companies are ccucerned, the improssion vhich continucs to provell is
that they arc gemerslly cexceseive in roleotinn to the conserns' capacity to retain
the risks for theiy own avcouny or their poscibilistioz of roimsuring owm bhe
national maxket. This improssion confirme the analysis made in an UHCTAD study
published in 1973, l/ and it ecxplains and justifics the action taken by the
authorities in a few countries precisely to cnsurc more extensive use of the
pogsibilities which the intecrnal market affords for retention of riszks covered
there.

42, Ir some countrics the cstablishment by the State of o relmsuranco compary has
been decidad on. It is to this company that insurcrs on the integnel merket

must cede all or part of the risks thoey underwrite, ag wall as retention
gurpluses. '

- 43. In tho People's Republic of the Congo, the reorganization of the Insurance
industry, bto which reference is nade in parcgrophs 7 and 4, cclled for compulsory
 relngurance with the 3ocidté nmationale dlazsurances et réasswrances of insurance
and reinsurance amounting to some 25 per cent of total promiums.  However, the
fact that tho private companies ¢ which this provision applicd have withCrawn
from the market (persgraph 4) has made this nccsure inopozative.

44. 1In the Central ifrican Reopublic, in Jamuary 1974, the State insurance and
roinsurance com wrn {set up in 1972) found itself optrustel with the managemert
of the compulsory cessiong which pust be made to it by all the concerns doing
business. on the national market, amounting to 10 por cent of their turnover.

45. In Ailgeria, all fthe reinsurancc business of companics operating in the
national market must be handled by a now company sct up for this purpose pursuant
to Ordinance Ho. 73-54 ofy 1 Cctober 1973, It is worth mentioning the objectives
of this new body, as sct out in the ordinesnce. = The latter states that the
purpcse of the Central Reinsurance Corpany is to undortake all kinds of
reinsurance transactions in order to harmonize this sector with the country's
general economic policy: ta contribute ¢ thoe development of the national
insurance narket Yy ensuring an incresse in its rotention ¢capacity in accordonce

Study by the TNCTLD

- b T L
_L_’/ S LS UL . g ST ¥y vy LB
agcretariat, document TO/B/C.106/ Mev, 1 {(Uidtod Hotlzng publisation,
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with the basic technical principles of reinsurance; to promeote, within the
framework of the country's basic policy, the development of trade and internstiona
-~go~operation, "in order to achiéve, through compensating flows, an equitable
balance in the reinsurance field. It is also gstipulated that the country's
insurance organizations and the inter—-company pools engaging in reinsurance
transactions with foreign countries, shall cease to operate in this field to the
benefit of the Central Reinsurarce Company. These measures took effect os from
%1 December 1975 (decree No. 74-50 of 31 Junuary 1974).

46, This question of compulsory rcinsurance cessiorns was, in a number of
countries, the subject of chaonges i the rules which were in force at the beginnin
of the period under review, Thus in India compulsory cessions from the national
market to the Central Insurance Corporation of India were fixed at the level of

20 per cent of the criginal premiums. This is part of an inbternsl market
reinsurance programme, wiaich is reviewed regularly and vhich aims to increase to
the maximum the retentiocir of business in the country. Further objects of the
programme zre to obtain reciproczl business from abrosd and the best pOQSlble terms
for the purpluses vhich must be ceded abroad. :

47. In Iran alge the level of compulsory cessions which must be made to the
Central Insurance Company of Iren is now fixed at 295 per cent of the original

premiums.

48. In Argentina further classes of insurance have been added to thoge which must
be ceded on a compulsory basis to INDER (the State reinsurance institution). In
1972 various types of construction all rigks coniracts were included in this
régime and, since July 1973, the workman's compensation and non-occupational
accident clauses are also reingured on a compulsory basis.  Furthermoxe, foreign
insurers have been required as from April 1973 to cede to INDER a further

50 per cent of the risks covered in Argentina, which brings the total percentage
of reinsurance to INDER to 60 per cent of the policies underwritten by these

companies.

49. In other countries, the possibilities of internal retention have been
gtimulated by other means. :

50. In Colombia, where in principle 60 per cent of the premiums in each class of
insurance had to be retained in the country, the autherities have changed this
percentage and fixed it at 90 per cent for life insurance (joint risks and group
insurances) and ab an extremely low level for risks of great magnitude which the
Anternal market ig i pable of absorbing. —Commperceial-avistionrisks—are g case
in peint. In the Jominican Republic, although the matter is still under
consideration, it is expected that the authorities will adopt measures intended to
ensure that risks whose magnitude does not exceed the level of internal retention
capacity are reinsured on the internal market.

51 In tho PhlllEElnn all thn non-life lnsarern ‘were obliged in 1973 to reduce
I g % shed. in . the country by 20 per cent

or more as compared w1th the cessions made in 1972. They were algo asked to
restructure their reinsurance treaties having regard to certain levels of treaty
limits and of reinsurance premiums for certain categories of business. Hew rules
were laid down concerning life insurance retention limits; reinsurances in this
sector ceded to reinsurers not establiched in the country are authorized only
when they are drawn up on the basis of the risk premium (yearly renewable

term plan), where only the sums at risk (amount of the policy less accumulated
reserves) are taken into consideration. The insurance concerns
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are requlred to have inserted in their reinsurance treaties a clouse
Canmudlly t9 the FHilippine T

—-—giipolating that forcipi raiasurcrs mast sUBEIt afil

authorities o statoment covering all $ic business which they are hoandling in the

country .. }

CJ

52, The moasures reforred to sbove constitute a concreic example of o
government's concorn to onSourne ; c 8 to increage the reteantion
of risks in the countiy, o2 uP‘ wrtons permitted by thoe local wmarket's capacity,
or t¢ influence the couperdc ,rciLsuraan policy slong thoac lincs., It is _
interesting to wote tLan it-is gonctimes the insursuce induatry itsclf vhich asks
the State to onforce decisions of dhis type. A% all cvionts that ves xfnui. Vo
done in Mexisco by one lifc-inmirance comporny. Lo & statcment addrossed to the
Pregident of the Rey bu.- and published in the pross, y this ccopany r:qucsted
hin to promote vhc cs+*o ishment of an cfficisl reinsurance orgorization vhich
would be in a positiun un rotroin a vory 1~rgc velume of premiuns in the cowtbry
and thus avoid ;:a: uonts in foreiysn currcrcics, to ;-;st::.bJ, igh a standard policy on

cession and to obtain th bost condivisng pesaible for roinsurance.

3
nsurshce conponio

(.)-

53%. In quite anothier spherc - since it invelves atiracting reinsurance business
to the country rather than preventing exccssive coegsious outside the country -~
‘Panama is preparing nev legisloation which should encourage the cstablishuent of
reingurance companies in its territory and the setting up ir the country of a
reingurance cenbre which should attract o large volume of businesg, from other
Ietin American countrics ir particular. This bill, prepared pursuant to the
Govermment's aim of making Panonma an inportant £ir anc1al cerbre, is reminiscent
of similar afforts undertaken at Beirut (Lebamon). licasurcs to the same ond have
also boen taken in Singapore, wiere, in ipril 1972, the Minister of Finance
himself announced his Government's intention to encourage the establishment in
the country of internaﬁional reinsurers having o gound reputation.

54. Laﬂtly, it is impossible o speak of govermmental medsurea in the
reinsurance field without -referring to the steps vhich the developing countries
have teken during the period undeor review bo promcte regional co-operation in -
this fiecld and the oxchange of risks within the region in order to reduce their
dependence on counbtrics outside it. This question is dealt with in greater

dptall in chapter III.

1/ Revista hﬁchguasda eﬂurou, Mbilco No. 506, 30 Septembor 1973.
‘
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T1. DEVELOPMENTS CONCERNING INSURANCE ENTERPRISES AND
INSURANCE OPERATION? IN'DEVEIOPIﬂG COUﬂmRIES

5he In general, the de re7e§meﬂt of insurance companies hasz come up ageinst the

difficulties which have treditionally hampered their expansion. Twm most ceses, these
difficulties are inherent in the very structure of the insurance market in developing
countrles, which lags far behind the new economic and social requlrements..l/ Howeverx
companies have alsa been affected. by the speoific economic problems” of the period unde
review, ﬂartlcularly inflaticn. The increase in overhead costs brought about by
1nf1at;on has had a very direct impact on companies' financial results. Because of
continuously and rapidly rising prices, moreover, the nominal value of insurance
quickly dwindles to much less than the actual valts: premiums calculated on the basis
of nominal valug fail to keep pace with benefits, which are ofter computed on an actua
value basis. rthermore, the inevitable delay between the time wher a loss is
sustained and the time when compensation is paid involves a sizable increase in
benefita in relation to reserves made up of a currency which has depreciated in value

during the intervening period.

56. The industrialization and expangion of sxternal trade achiewed by scme countriesg’
in 1973-1974, which could normally be expectsd to result in inereased turnover for
insurers, are processes which concentrate a gubstantial quantity of vigks into a
relatively short period of time. However, the insurance market in the developing -
countries is better equipped to deal with moderats and small risks spread over a lgwge
territorial area. The coverage of Llzrge industrial complaxes, a highly "mctorized"
population and giant transport units far exceeds the financial capacity of the
insurance companies in view of the likslihood of statistical discrepencies in the
rumber and size of anticipated losses and precludes any attempt to assess risks
accurately ard to rate them accordingly, to assess losses, to suggest loss-—preveniion
measures, etc. As a result of this situstion, the increase in business volume '
generated by sconomic growsh eludes domestic insurance companies and is channelled to
the major 1nternatlcnal 1qsurance and reinsurance centres. . ; ‘

57. Thé combination of these factors has produced some stagnarion_in the growth

{in terms both of volume of business, financial strength and erficiency) of insurance

companies in the developing couniries. This stagnation is gecompenied- by a growing:
interest on the part of developed-country insurers in developing-country markeis.

" While it is true that the difficulties meniioned above are not peculiar to the local

companies in the latter countries, such companies are more directly vulnerable to
these difficulties than are the large groups of ineurers in the developed countries.
During the period under review, these groups gucceeded in recovering positions in the

_developing-countries whish-had heen logt during the 1960s. In other cases, -however, -
developing~country initiatives o

have borne fruit and have proved as dynamic as
circumstences and local possibilities permitted. The Government legislative action
mentioned in chapter I has greatly encruraged this upsurge of acsivity and, above all,
has paved the way for the development of new companies or a restructurlng of the

market.

;/ The structural defects of the insurance market in the devcloplng vountries
are partially anslysed in the UNCTAD study "Reinsurance problems in developing g
countries" (i bld.)., See in particular Paxrt Two, chapiexr L. _
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(2) Foreign insurance enterprises in developing countries

58. The efforts of foreign companies to penetrate into developing couniries have been
chiefly directed towards countries producing certain strategic raw materials. 4n
exceptional ecomomic situation is opening up extensive industrizlization prospects in
these countries, where the volume of premiums has already increased very substantially.
In most cases, national interests have been partly asscciated with foreign interests:
in Irsnm, a company has been set up with 35 per cent of its capital coming from the
United States of America and the remainder from local entrepreneurs. Another company
has been established with United Kingdom and United States interests each holding
10 per cent of its stock. Major industrial groups have put up 60 per cent of the share
capital, and the remaining 20 per cent will be opened to public subscription.

Moreover, an extremely well-known Lloyd's brokerage firm has acquired an interest in a
newly established brokerage firm in Iran. It is very likely that foreign penetration
into the national market has gone much further than these few instances reported in the
insurance press.

59. Another characteristic example is Saudi Arabia, where western insurers have also
arrived in force. The country's first insurance company was established in 1972, with
a foreign capital investment of 40 per cent held by United Kingdom interests. The new
company has been operating in Saudi Arabia since 1973, with branches in the Emirates
of Bshrain and Qatar. A little later, a pool comprising the largest insurance
companies in France under the control of the Assurances Générales de France was set up
to operate in Saudi Arsbia. In addition, the Insurance Company of North America has
established a new commercial network which will enable it to expand its business in
Saudi Arabia. '

60. Certain statements made at the time when these develcpments occurrved throw light
on facfors which facilitate and condition the penetration of developing countries by
foreign insurance concerns. In the colonial era, such penetration was favoured by the
metropolitan country's monopoly of the trade flows of those countries. Nowadays, the
longer such a moncpoly has persisted in the supply of capital goods and technology,
the easier it ies for an insurance company to penetrate the country concerned. Thus,
the success of a foreign insurance concern in establishing itself in a developing
country often results from constraints resulting from a situation of inferiority and
economic dependence. This point would seem to be borne out by the examples mentioned
above and alsoc by those of compmnies with foreign participation established, among
other countries, in Hong Kong and Swagiland. There is also sufficiently explicit
evidence of the efforts made by powerful foreignvbanks to gain contrel of domestic

TTinguTance companies in Brazil. This sitdation can be further illustrated by the

following text:

"While the establishment of branches has long been the traditional means for
French [insurance] concerns to set up abroad, such subsidiaries are assuming
increasing importance as States, particularly those which have most recently
acceded to independence, promote — and sometimes demand ~ the formation of iocal
companies established under local law; this is the case, for instance, in Africa
where French concerns currently have 21 subsidiaries, mest of them recently set
up. As a result, subsidiaries abroad took in 1,200 million francs in 1972, or
28.5 per cent of the companies' total receipts. In addition, some major groups
have signed co-operation agreements with foreign comppnies, Establishment in
foreign countries enables French companies to underwrite legal risks on the same
footing &8s indigenous companies; it also enables them to participate in and
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extend the range of French external trade in imports and exports through. the
coverage of transport risks and of the various other risks.cf French ccmpanies. .
‘engaging in industrial activity (constructlon projects, factories, etec.)} or .

fcommer01al activity abroad." ;/

,61. The fcrmat;on of uomestlc companies- with forelgn part1c1patlon is, however, an .

advance over the prev1ous situation in which forzign companies shared among themselves
all or almost all the domestic market in developing countries In the United Republic
of Cameroon, for instance, three leading Franch insurance companies, acting in
aspociation with reinsurers from Switzerland and the Federal Republic of Germany, set
up the. Soeiété Naticnale du Cameroun (SOCAR) in 1973 in conjunction with Cameroonian
interests,-which hold 55 per cent of 4he share capital of the new company. In the
view of the Cameroonian authorities, this development has the effect of bringing under
the control of a Camerconian company much of the business formerly handied by the
foreign companies participating in the establishment of SOCAR-husiness which formed
the bulk -of insurance trangactions in the country. A virtually identical process has
taken place, inter alia, in Gabon, Senegal and the Upper Volta. -

62. There is, however, one general point related to foreign participation in domestic
companies which it seems essential to mention: the fact that the host countries have a
mejority stock-holding does not mean that they effectively control the technical .and
financial management of such concerms. As was suggested earlier, this deve10pment is
probably merely a way of adapting to changed circumstances the domination formerly
exercised by foreign insurers during the colonisl era. Whatever the motives. of foreign
companies in associating with domestic interests, however,. the developing. countries
approach such agssociation projects from twe different angles, according to their .
national circumstances: in some cases, such an association is regarded as beneficial
to naticnal interests, inasmuch as foreign technology anmd capital complement inadequate
domestic capacity in the ingurance sector or, as was.indicated earlier, such - -
assoclations constitute an advence over an insurance market that previously h&d been
exclusively foreign. Where, however, domestic potential could be strengthened-if -
there were legss intensive competition from foreign companies, the countries concerned
rightly regard guch competition as a brake on their expansion - hence the Govermment
measures and restrictions on the establishment of foreign companies which are
mentioned in paragraphs 2 to 7. Of course, either of these approaches hingss upen the
particular 01rcumstances of, the market, whlch can vary con51derably from country to.

countxy. : , -

63. Diring the period under review the expansion of foreign insurance companles ln the
developing countries has also been effected by illegal means, as is indicated in . - ..
Paragraph 147" These involve'a flagrant Violaticn of the laws and regulations in force
in almost -all developing countries, which prohlblt and penalize the conclusion of =
ingurance contracts with companies which have not been expressly authorized by the
national ‘attherities. ™®his illicit business.is seemingly sc widespread that in 1974 a
large United Kingdom insurance compeny published a "Brokers Manual on Life Insurance

for Foreign Residents" designed to increase the number of such iranmsactions. While 1t

;/ Franecis Loheac (Director for International Affairs of the Fédération
Prancaise des Bociétés d'assurance), "Implantation de 1'assurance fr ancaise 3

1'étranger!, L'Argus, Paris, 31 Jamuary 1975.
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is true that the efforts of the United Kingdom company concerned are directed mainly
towards the.industrialized countries, whnere the greatest amount of business is to be
found, it is neverthsless the developing countries that are relatively most severely
affected by such a business expansion policy on the part of the major international
insurers. At a Round Table arranged by UNCTAD in December 1¢74, 1 _/ the Latin American
Insurance Supervisors acknowledged that tnls provlem was very widespread in their
countries. They stated the problem in the following terms:

"Several supervisors complained that unaunthorized foreign insurers were operating

1llegally in their countries. This problem was considered 4o be very widespread.

Among the reagons advanced to explain the success of such 11licit operatinns,

: menticn was mads of the following: (1) the lower rates whlch foreign companies

! were able to offer, partly because they were not obliged tc conform with the
standards 1aid down by the supervisory authorities and partly because the claims

. service was deficient or non~existent; (2) the desire of nationals of the countries
concerned to use life insurance as a means of accumulating capital in foreign
currencies; and (3) the lack of aonfidence in local marksts. The various types of
illicit insurance transactions being effected throughout Latin America included
fraudulent sales by ghost companies. There was also the problem of agents whoe
sell insumance for mnauthorized foreign companies, a problem which seemed to be
particularly serious in countries bordering upon a developed country or developed.

political zones."

64. The case reported in a Spanish insurance periodical 2/ tends to show that the
problenm referred to by the competent Latin fmerican authorities (and, more particularly,
the problem resuliing from the sharing of borders with developed countries or their
political zcnes) is not omnfined. to a single geographical region. In an extremely
well documented study, this publication reports on the activities of agents of foreign
companies operating from the United States military base at Torrején, near Madrid. It
is easy to imagine the damage inflicted by such concerns on companies legally
established in the country and hence bound by a number of obligations and
responsibilities which illicit operations escape.

65. The establishment of new foreign companies in quite a number of developing
countries hasg sometimes been designed to meet very specific objectives. These are. .
generally companies known as "captives" or "off-shores", whose activities in the
country concerned ars not basically directed towards covering local risks, even though
such risks may occasionally be handled by them. These are subsidiagries. of
multinational insurance companies whose main object is to obtain the tax advantages
offered by certain developing countrles, advantages which they do not enjoy in their

countries of ocrigin. Ancther type of company is the subsidiary set upvy-z-
multinational finaneial cr industrial group and used to provide over—all coverage of
the group's risks. During the twc years under review, the trend towards the
establishment of such companies has continued. They appear to have produced exbtensive
distortions in the local insurance market and their contrcl appears %o have posed
considerable difficulties to the national authorities. Some countries in the
Caribbean region have been particularly seriously atffected.

l/ See paragraphs 83 and J0.

_g/ Actualidad Aseguradcra, Madrid, cited in Cambic 16, Madrid, 24 February, 1975.
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66. The association of domestic and foreign interests in the establishment of new
companies has not involved omly co-cperation between developed and developing countries.
In Bahrain, for instance, .a new company has been set up with the financial arnd '
technical participation of Iraq.

67. The foreign dowminztion of a market, to which some developing countries are still
subject, is not zlways a static phenomencn. In Burundi, for ingtance, there has been
an extraordinary movemert of disengsgement involving the thrce United Kingdom companies
and one French compeny which had previously constituted the local market, while new
companies (two French and one American) were in the process of recapturlng that market
at the end of the pericd under review. However, it is generally domestic insurance
shméerng that enter the market following ¥vhe withdrawsl of foreign insurers. In
Malgysia, for instance, seven foreign companies withdrew from the market and two
domestic companieg entered it during 1973 alone.

(b) Public-sector insurance enterpriases and_ their operations

" 68. In chapter I, paragraphs 2 and 3, reference was male to the legislative action
taken in the Islamic Republic of Mauritanisz and the People's Republic of the Congo to
create a legal framework for fthe companies set up on the initiative of the State.
Whether de facto or de jure, such companies have the market to themselves. In these
two countries, new companies have been set up and insurance cperations have already
begun. The fact that these sre countries where the volume of business is relatively
low enables the new companies to begin with a relatively simple structure and a

+ paid-up capital which does not impose a serious financial strain on the Governments
concerned. OCbtaining qualified staff to run these companies is perhaps the most
difficult problem.

69. TIn addition 4o the companies in the two countries mentioned above, other bodies
have also bzen set up during the period under review with State participation of
varying degrees of directness. In Algeria, the Compagnie Centrale de Réassurances
mentioned in paragrayh 45, which has the monopoly of reinsurance business in the
couniry, has been provided with statutes stipulating, inter alia, that it is a public
institution of an industrial and commercisl nature endowed with an establishment fund
(which apparently tskes the place of registered capital). The statutes also lay down
rules for the internal administration of the company, the anditing of its accounts by
an auditor appoinved by the Ministry of F nance, the formation of the various reserves
zand the allocation of profits. In Dahomey, the sitatvtes of the national insurance and
reinsurance company wers approved in 1974. In the Gambia the Gambian Insurance Company,
which opgmates under the auspices of the Government—controlled Gambia Commercial and
.Development Bank, has been set up. It is 1&tereob1ng 4o note that the technical

assistance needed to establish this company was provided directly by another developing
country (Ghana}. In Pekistan, in July 1973, the Federal Covernment established the
National Insurance Fund to insure property belonging to the Government or to
semi-public enterprises, including industries and institutions in which the Government
holds a financial intevres? or which are directly or indirectly controlled by the
Government. The new company is also responsible for insuring cotton and rice exports.
In the Central African Republic, the Entreprise d'Etat d'Assurances et de Réassurances
{SIRIRI), which was formed in 1972 and licensed in 1973%, commenced operations in
Jamuary 1974. The company's share capital of 100 million CFA france was subscribed

in its entirety by the State {(see paragraph 44 for the activities of this company in
the area of ctligatory reinsurance). In Kemya, the Government, acting in co-operation
with domestic insurance companies, has established a motor-vehicle insurance pool

which should enable motor-wvehicle nwmers to obtsin insurance at reasonable cost. For
the time being, the pool is insuring only high-risk vehicles. It is proposed tc expand
the scope of its activities aftér an initial trial pericd. ‘
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70.. With regard to insurarce projects in the planning stage, the Ministry of External .
and Imternal Trade of Sri Lanka made a proposal in 1973 to establish an insurance
—concern in-co-operation.-with the co-operatives sector. .This new company would operate
in Sri Lanka. in competition with the sole existing insursnce concern, which is
State-owned. In Chad, the Government also has plans to esteblish a domestic company.

Tl. Two countriss have carried out a complete reorganization of the public sector in
the insurance fisli. 1In Yugoslavia, pendi g the legislative and structural reforms
referred to in paragraph 5. the former two asscciations of insurance concerns have
been merged. The new Yugoslav Association of Insurance Orgsnizations now represents
the whole of the nationsl market (eight companies). In India, the market recrganization
process initiated during the preceding period was completed in 1974, Apart from the
General Imsurance Corporation of Imdia, thers are currently only four Indian companies
in the countxry. The Corporation transacts direct business only in the branches of
aviation and agriculiural risks, on ao experimental besis. It alsc receives cessions
of cbligatory reinsurance (a 20 per cedt share) from direct companies operating in the
country. ,

72. The General Insurance Corporation of India has also been given responsibility for
"~ dealing with the delicate question of the compensation payable to foreign companies
whose business in India was nationalized in 1972. A final settlement appears to. have
been reached. In this conmexion, it may be noted that in Pakistan, too, the Government
hag decided to pay compensation to life insurance companies whose business has been
nationalized. It appears that this compensation will be equivalent to the initial
investment of those companies in Pakistan. With regard to State participation in
insurance concerns in Morocco; see paragraph 6. ' v :

73. In other countries, the public sector has been given further encouragement. This
is at any rate true of Argentina, where the State—owned company Caja Nacional de
Ahorro ¥ Seguroc has become the most rapidly expanding insurance concern in the country,
and where the Imstituto Nacional de Deaseguros has extended its activities to classes
it had not previously covered. The proporticn of reinsurance business which foreign
companies are obliged to ceds tc it has also been increased {see paragraph 48).
However, despite the size of the Argentine market, the volume of business transacied
and the intervention of a State reinsurance concern, some types of business contiinue
to elude national control. An example i3 enginvering insurance, all of which is in
practice placed ir. the Federal Republic of Germany. Similar comments could apply in

. greater degree o almost all developing countries. - o .

(c) Private—sector insurance enterprises and their operations

74. The available information on structural and operational changes in the private——
sector in the developing corntries is even more incomplete and fragmentary than that

on the other topics dealt with in this study. Company developments are usually
publicized only when they are positive. Details of particular operations and the
development of particular classes are issued only with a precise cbject in view; for
inatance, to draw the attention of the public authorities o the need to authorize
increases in rates or for purely publicity purposes, which leave important aspecis of
guch companies' activities obscure. The methods vsed by the supervisory authorities

o compile statistical data lack the necessary uniformity and homegeneity. 1/

;/ In this connexion, it is regrettable that the basic features of the insurance
statistics system recommended by UNCTAD have not attracted greater attention in the
developing countries. See decument TD/B/C.3/85/Rev.l: "Establishment of a unified
international system of insurance statistics" (United Nations -publicaticn,

Sales No. 72.II1.D).
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- Relations between domestic insurance companies in the private sector and bodies not
_engaged in the same activities or-foreign interests are seldom brought out. In the

circumstances, it is difficult, if not impossible, to make a general survey of

developments in 1973-1974 with regard to private-sector ingurance and its results in
the developing countries. It was therefore necessary to confine examination of that
subject to what little material was available, when a systematic compilation of more
general relevance would have been desirable. This is an objective to be pursued in :

future studies.

75. . However, despite these unavoidable shortcomings, it does ssem important to

emphasize certain ismolated developments which may be of general iriterest. In some
cases, there is a clear link beiween such developments and legislative measures and
other econcmic development factors.

76. DBrazil appears io offsr a gcod example of a market which experienced sharp growtl
during the period under review, at a time when it was being restructured. - At congtant
prices, annugl premiums for 1974 were 21.8 per cent up on premiuma for 1973. A simiie
average rate of growth has been recorded for the past five years. . Commenting on these
figures, the Instituto de Resseguros do Brasil stated:‘;/."This high rate of growth ig
basically due to thmee factors: the high level of national economic.-and social

. -development; the Government's sectoral policy, which is pursued with the flexibility

that is essential to the dynamic creation of the supporting mechanisms called for by
the rapid development of the market; and the capacity of insurance companies to respon
to %he stimuli and opportunities offered to them. The growth of Brazil's insurance
industry in 1974 is especially significant, not only because the real rate of growth
was high but also, and abeve all, because growth occurred despite the internal effects
of the international crisis during this period." The obligation imposed on importers
to take out transport insurance with local companies clearly contributed to the
expansion of the insurance market: the premiums for this branch, which in 1370

(index 100) had amounted to 27.9 million cruzeiros, 149 million cruzeiros

(534 per cent) in 1972 and 177 million cruzeiros (634 per cent) in 1973. At constant

- prices, the average annual geometric growth between 1969 and 1974 was 34.5 per cent.

It is reported that during the past five years, company assets have expanded at an
average -annual rate of 17.6 per cent, at constant prices. The amal gamation R
incentives 2/ granted by the State to insursnce concerns have so far led to a drastic,
decline in*the number of companies on the market, which fell from 184 in 1972 to.

101 in 1974. The growth of both the companies' financial resources and their volude
of business has led to a real growth in their retention capacity. Between 1969 and
1974, this capacity expanded by a factor of 3.63, in the case of direct business, and
by a factor of 6.4, in the case of retrocessions. - -

77. The increase or decline in the mumber of private companies is of no_par?icular
significance per se, unless considered in terms of its positive or negative impact on
national development. It does not theresfore appear necessary to set out all the

information availsble on this subject. However, the developments which have occurred
son or ancthey distincily

in the four countries referred to below are for che reason
interesting.

1/ Relatdrio Anual do IRB for 1974. o
2/ These incentives were analysed in "Reinsurance problems in developing
countries", ibid., Part Two, chapter Il.
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78, 1In the Republic cof El Salvador, a domestic company has been established the
gromoters of which were previously representatives of a foreign company,. whils another—-
domestic company has been set up with 80 per cent of itfs. capiial supplied by foreign
sources and, in 1973 alone, six agencies of foreign companies and one agency of a
United Kingdom brokerage firm withdrew from the market. Finally, companies are taking
an increasing amount of their business to a private reinsurance company set up in
Guatemala in 1968, in which three Salvadorian companies hold stock. The reinsurance
company concerned is endeavouring to incresse retention capac.ty in the central
American region and, to that emd, to promote the exchange of reinsurance cessiozns
among countries of the region. Ixtensive changes have occurred in the structure of the
market in Morocco as a result of the Government measures referred to in chapter I,
paragraph 5. The market is now composed of 23 companies (17 local Moroccan companies
and six ggencies of foreign concerns, whose "Moroccanization or transfer to other

‘Moroccan companies is currently uncer negotiation). Moroccan holdings in the share

capital of these concerns are the result of purchases by the State, through the
Société Nationale d'lInvestissements, or by private Moroccan groups. The scale of the
changde whic¢h has docurred is brought out by the fact that in 1964 the market was

divided between 121 companies — 18 Moroccan, 63 French and 40 of other nationalities.

79. © The reversé seems to have occurred in Nigeria, where the development of new

economic resources has led to the establishment of a large number of insurance
companies. This proliferation of ccmpanies has often been at the expense of financial™
soundness, a fact which has had repercussions on the entire insurance sector. However,
there is good reason %o believe that the Govermment, on the one hand, and a group of
companies centred around the Nigerian Insurance Association, on the other hand, will
goon succeed in overcoming the digtortions of a chaotic market. The adoption of a new
insurance law (see paragraph 18) and a code of professional ethics which the '
Association is currently preparing should shortly have beneficial effects. In
Singapore, the establishment of a national reinsurance company was seen as an

important development.

(d) Other developments likely to stimulate the national
" ingurance market in developing countries

80. The quality of the insurance services provided to the national community and the

“contribution of the insurance industry to the national economy depend largely upon the

existence within a country of skilled human —escurces — in othrr words, capable
employges, technicians and agents. The slowness with which this industry has developed
is largely due to the lack of such resources. The effectiveness of insurance
supervisory services could also be increased if they could draw on more highly
developed profesgional skills. TFurthermore, the frequently high loss ratio not only

.and the attestation of gptitude 1o practice insurance has been reorganized.

“hampers economic growth but is an additional obstacle to the development of the

ingurance industry. This factor tends to have repercussions on premiums and, as a .
result, cn the demand for insurance, whiie certain loss-prevention or risk-management
measures, which could substantially reduce risks, are not pursued with sufficient
vigour. For these reasons, activities in the fields of vocational training and
loss prevention are being viewed with increasing interest by certain countries. In
the following paragraphs, an attempt will be made to bring out the achievements of the
developing countries in these fields during the twc years under review (or at any rate
those achievements which have been publicized. '

8l. With regard to vocational instruction and training, the following developments

have occurred. In Algeria, the exXamination for the professional competency certificate
The

curriculum has been expanded considerably and brcought up to an impressing_level of
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professional knowledge. In the Bahamas, the insurance supervisory authorities have
made special efferts to raise the technical -standard of professional workers in the
insurance field. - The Registrar of Insurance has prepared a handbock entitled . ... . ..
"Questions and answers for examination”. In Colombia, the supervisory authorities
have concluded an agreement with the Escuela de Administracidn pdblica for the
vocational training of officials responsible for company supervision and have prepared
internal vocational training courses while the Asociacidn Colombiana de Compafifas de
Seguros has been holding talks with the Servicio nacional de aprendizaje with a view
to the joint preparation of national programmes of instruction in insurance. In the
Republic of El Salvador, the National University has intrcduced az course in Insurance
scoounting., In India, the Federation of Insurance Institutes has arranged a special
progremme which is open not only o Indian students but also to nationals of countries
members of the Colombo Flan and of the SCAAP Plan. Specisl teacher-training courses
have also been crganized. In Iraq, the State Insurance Organization has continued to
train technical persomnel and has helped in the introduction of a higher diploms of
ingursnce, awarded by the Univeraity of Baghdad. The Academy of Sciences has added
actuarial mathematics to its curriculum. In Libya, officisls and fellowship-holders
have been sent abroad (mostly to Egypt) to take courses in ingurance supervision and
operations. In addition, local companies organize symposia and seminars for their
employees, Negotiations are being conducted with a view to including insurance
ingtruction in the curricula of advanced schools of commerce,

82, 1In the Philippines, a private, non-profit-making corporation, the Asian Institute
of Insurance, has been established toc provide instruction, develop techniques and
promote research in the field of insurance practice in the Philippines and other Asian
countries, A number of projects have been drawn up, including a course in modern
teaching techniques fir-mmeapers of insurence concerns called upon te give lectures
organized by the Institute and a course on 1life and non-life insurance given by leading
experts of major insurance companies. Similar developments have accurred in Singapore,
where a vocational training centre (the Singapcore Insurance Training Center) was
egtablished in 1974 with the financial support of a number of local insurance
associations. The activities of this Center are basically directed towards preparing
students for the examinations of the Chartered Insurance Institute of London and the
Avstralian Insurance Institute. Other educaticnal activities are zlso planned. It is
intended that the Center should also be used by students from other countries,
particularly countries members of ASEAN, Sri Lanks has orgenized insurance courses in
the local language (Sinhala) for students who experience difficulties in English and
are consequently unable to sit the examinations of educational institutions which work

in Bnglish.

8%, 1In some other developing countries, efforts are being made by the State or, more

frequently, by private insurance concerns, to promote vocational training. Exchanges
cf gtudents between those countries are not uncommon., The aim of such exchanges is to
help to round off training. Also during the pericd under review, a number of
French-speaking countries in Africa organized courses of instruction co-ocrdinated by
the Imstitut International des Assurances at Yaoundé (see paragraph 98). Most of
these courses were designed ta standardize the level of knowledge of candidates forx
the advanced instruction provided by the Institut at the regional level.

84. Developing-country initiatives to promote logs=prevention schemes have been few
in number or, at any rate, little publicized. However, some countries have shown that
national measures to reduce the number and size of losses are feasible and relatively
easy to apply. The effectiveness and value cf such measures concern primarily the
insurance gector. In the more or less distant future, however, these measures will
inevitably have marked repercuassions on the nationsl economy as a. whole,
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-85. Loss—prevention measures generally involve close co-operation between insurance

~pupervisory authorities, insurance concerns and other sectors (port authorities, ~ -
police, etc.). Precisely because  there are so few projects of this type, it seems
worthwhile to enumerate them. In Egypt, the Cargo Supervision and Surveying Office,

" establighed in 1967, has been restructured to give it greater autonomy and increased
résponsibilities. These responsibilities include the analysis, prevention and
reduction of shipping losses in Egyptian ports. The new Governmment mesasures should
ensble these funct jns to be discharged mo e effectively. A seminar was held atb
Baghdad I gg) in 29772 con less prevention in marine cargo insurance, under the auspice:
of the State Insurance Organization and within the framework of the General Arab
Ingurance Pederstion. The seminar made a pumber of important recommendations. In the
Republic of EKorea the bill mentioned in paragraph.?8 provides for the establishment of
a "Korean Fire Protecticn Association", whose activities would be financed by local
insurance caoncexns. The costs of these activities would be passed on in the form of
increased premiums. The objectives of the Association include inspection of facilities
for fire prevention and control; research and the formulation of recommendations in
this field; the granting of loans to building owners to improve their fire control
equipment; and financial participation in the production of such equipment.
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III., DEVELOPMENTS IN THE FIELD OF CO~OPERATION AMONG DEVELCPING COUNTRIES

. Bbj. During the period under review, there was fairly intensive co-operation among
developing couniries, particularly at the regional and subregional levels. Some of
the projects formulated during previcus periods have begun to bear fruit, while a
number of new projects have been initiated. - Through regional co-operation, certain
. traditional concepts have gradually ceme to be challenged - for instance, the notion
" that the flow of ideas, technology and busi-ess across nation:l frontiers must
necesasarily proceed in g north-south direction. Co-operation has brought about an
increasing aswareness of the collective potential of the developing countries and the
fact that that potential is greater than the sum of individual national potentials.
During the period under review, the United Nations has encouraged the efforts of the
developing countries in this regard. At its sixth specizl session, held in 1974,
the General Assembly adopted a Declaration on the Establishment of a New Internaiional
Ecaonomic Order which calls, inter alia, for the strengthening of national insurarce
maxkets in +the developing countries and co~operation among those countries in the

insurance secior. o

(a) Entergovernmmental co-cperation with a view to strensthening national markets and
developing new approaches in the insurance sector

87. Co-operation among developing countries is first and foremcst a matter for the
national anthorities responsible for insurance policy in each of those couniries.

The regional meetings of insurance supervisors held in 1973 in Africa and in 1974

in Latin America (for the Spanish- and Portuguese-spesking countries of that region)
sought to lay the bases for such co-operation. These meetings (Round Tables) were
organized on the basig of the same principles and machinery as were applied to
arrange a similar project in the Asian region in July 1972..1 The two Round Tables
referred to here, like the Round Table of 1972, were held under the auspices of
UNCTAD, acting in co-onperation with the United Nations regional economic commissiong
concerned. The Round Table held in Africa was financed by SIDA and the Latin

American Round Table by UNDP.

88. The participanis in the two meetings reviewed the major problems involved in
ensuring effective supervision of insurance concerns and operations. In both cases,
the role of the suthorities was viewed as exltending beyond supervision of the

financial position of enterprises. The reatrictive concept ~f supervision is still
applied in a number of developing countries, but it is tending to be replaced by a
broader approach, which was defined by the Addis Ababa Hound Table as follows: "The
scope and purpose of insurance supervision in a developing country is the establishment
in the country of a socund national insurance market, providing adequate cover of rigks

at Tair prides, coniributing to the economic and scocial development of the dountry and
reducing the outflow of foreign exchange due to ingurance and reinsurance treatment",
The meeting of Latin American insurance supervisors adopted an identical text, but
added that domestic insurance companies should play a preponderant role in the
compositicn of the national market. The two Round Tables mlso reviewed practical
arrangements for exercising supervision, and a large number of particularly

y The report on this Round Table Meeting is confained in document TD/B/C.B/L.90.
This meeting was also mentioned in the review for 1971-1372 (TD/B/C.E:’/].O?, para. 41).
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interesting ideas and experiences were exchanged on such matters as conditions for the
admisasion of new companies to the market, financial guarantees tc be provided, :
supervision of policies and rates and monitoring of reinsurance treaties.

89, The participants in these Round Tableg adcp ed resolutions requesting the
establishment of associations of insurance supervisors in the African and Latin American
regions. The aim of these resolutions is to ensure a folhow up to the very positive
results of the meetings and to create an inititutional basis Zor co-operation which

has got off to an auspicious start. As was stated at Addis Ababas o

""... the various subjects which had been discussed at the meeting highlighted
many fundamental objectives of insurance superv1slon and wany important problems
which were common to most of the countries of the region, for which the solutions
were still pending and which required thorough analysis.  Moreover, gome of

 these problems tended to aggravate and evolve rapidly along with economic and
“social changes which were taking place in the countries concerned, in particular
“as. the 1nsurance indugtry was increasingly called-upon to cover complex risks and
to contribute more subsiantially %o the financing of new economic projects and
to curtailing the outflow of foreign exchange. All these factors brought to

. ._ light the necessity for the supervisory authorities o undergo constantly a dynamic
=~ revigion and adaptation—of their methods and approach to the ever-changing -

insurance marketi conditions. This, im turn, called for regional co-cperation
among the insurance controllers of Africa, not only because many of the problems
were common and the respective experience and achievements of each supervisory
authority might prove of outstanding interest to the others, but also because
concerted efforts were increasingly required when dealing with a number of
regional projects. Against this background a broad agreement emerged as regards
the need to set up an institutional framework within which co-operation of the
insurance supervisory-authOrities of Africa could deveIOp on-a regular basis."

90. #$He specific alms of the Assoclatlon of. Insurance bupervlsors thch ‘the

Latin American authorities are endeavouring to promote are to,consider topics such
as the following: (1) reinsurance, with a view to promoting a sreater exchance of
business within the Latin American region, and, as a result, greaiszry retenticn
capacity at the regional level and a decline in the dependence on foreign markets
in the reinsurance field; (2) the monitoring of illicit insurdnce operations and the
activities of lnterrmtlonal ingurers and reiisurers; (3) the - roblems involved in
goods transport insurance in respect of trade hoth within and cutside the region;
(4) the promotion of regional or subregional systems and models in the field of
insurance training; {5) the:harmonization of statistics and systems for the
preparation of rate schedules and mortality tables.

91.  The Caribbean Conference on Insurance Supervision (Porffof—Spain, Trinigdd and
Tobago, March 1974) alsc attempted to establish co-operation between national
_authorities responsible for insurance supervision. The similarities between this
Bonference and the Round Tables mentioned above were such that the 8onference adopted
a text on the scope .and purpose of insurance supervision identical to that adopted

by the Round Tables. The Conference 2iso made plans for the establishment of
institutional machinery designed to ensure continuous co-operaticn between the

participating countries.



TD/B/C.3/122/Supp.1

Page 2[

92. In the Asian region, where co-operation among insurance commissioners is of 1ong
~ standing, ‘/_ the Asian Association of Insurance Commissioners held a meeting at ~
Djakarts "im September 1974 as part of the Seventh General Conference of the Bast-Asian
Insurance Corgress. Of particular interest was the decision to compile basic
statistical data to be used in egtablishing nationsl and regional mortality tables.

93. The superviscry authorities of most of the French-speaking African countries have
continued to co-operate within the framework of the International Conference of
African, French and Malagasy States on Insurance Supervision (CICA) This
organization underwent an importarnt structural change in Hovember 1973, when a new
convention wag signed rgcording the withdrawal from the organization of the Prench
Republic. However, this country is continuing to furnish assistance, particularly
of a technical and financial nature; CICA and France signed a co-operation agreement
to this effect on 26 September 1974. CICA has thus btecoms a purely African :
organization, and iis invitation to other States of the region to become members will

make it even more representatlve of African interests.

94. The 'structural change refarred to above has also added to the resp0n31bllltles
of national insurance supervisory servites for overseeing the insurance concerns of -
individual countries, to the detriment of the previously prevailing conicept, which -
‘pdaced the major emphasis on the exercise of overall supervision of the solvency of
enterprises operating in one or more member States. CICA has alsc extended its
activities to instruction and vocational training in insurance {gee paragraph 98 below)
and to operational fields (see paragraph 102). In other areas, CICA's efforts to
promote and encourage life insurance in member countries and, to that end, to prepare
Joint mortality tables are worthy of emphasis. Also worth ncting is the
establishment of certain joint mechanisms, an example being consideration of the
questlon of intreoducing an insurance '"green card" to facilitate exchanges and tourlsm

among the member countries. -

95. CICA's study of solutions to common problems and its search for a common African
déentity also led it to convene a meeting of local African companies in membexr countries.
This meeting was held at Dakar (Senegal) in Octcber 1974. The main subjects discussed
were the stricture of local African companies and their relations with the public
authorltles, profe351onal relations between local companiesg, vocational tralnlng and

public’ information. N

96. Co-operation among developing countries is becoming increasingly apparent in the
joint search for regional solutiong in the field of vocational education and training.
This matter was dealt with 1n the follow1ng,resolutlon adopted by thegnartlalpanis,_ua_—f—

paragraphs 87 to 89:
"The participanta at the Round Table Meeting of African Ingurance Controllers

"Recognizing that there is a great need for trained insurance personnel in _
Africa, both for the supervisory services and for the insurance industry, =~~~ '

1/ TFor the background to the Association, see document TD/B/C.3/99, paras. 65-67.
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"Recommend:

1. That the UNCTAD secrstariat, in co-operation with the Fconomie Commission
for Africa, embark immediately on an extensive programme of insurance
training; '

2. That the different means and existing facilities to carry out this
-~ training programmwe successfully be investigated, including the use of
existing, and the creation of new, regional and subregional training
centres in various parte ol Africa, taking into consgideration :such
factors as geographical convenience and language." o

97. The Round Table of Latin American Insurance Supervisors shared the interest shown
in this subject by other regions and expressed the hope that there would be exchanges
of staff of supervisory bodies and companies among the various countries of the
regions, It was felt that those countries which were most seriously affected by the
shortage of trained perscmnel could take advantage of the vocational training
opportunities offered by cther countries possessing greater human and technical
resources. The UNCTAD secretariat was requested to provide assistance in
establishing machinery tec facilitate exchanges and other training arrangements.

98. The authorities of other countries have already taken specific action. For
instance, the African countries members of CICA have promoted and esiablished the
Institut International des Assurances, which is already functioning at Yaoundé
(United Republic of Cameroon). The institute has been assured of technical and
financizl agsistance from France and financial assistance from UNDP.

99. The developing countries have shown increasing interest in the search for new
approaches in the field of reinsurance and in the possibilities of mutual co-operation
in that area. The existence of a healthy and sound insurance market requires that
companies on the local market can in turn take out insurance covar for risks which
exceed thelir retention capacity. Firstly, the conditions of sich reinsurance need

te be less costly and better suited to real needs than they have generally been
hitherto. Even more important is the need to achieve an increase in the retention
capacity of the companies and of the national market as a whole and a corresponding
decline in the current overall demand for reinsurance. Finally, the problems and
costs involved in %aking out rzinsurance zbroad require that risks should in the

first instance be transferred to other instituitions of the region and that reinsurance
elsewhere should be taken out only when the regional potential is exhausted. '

100. These questions were considered by the Commitiee on Invisibles and Fimancing
Related to Trade at its sixth session (3-13 July 197%). The secretariat had

submitted to the Committee a study l/ on the basis of which the Commitiee adopited a
resolution, 2/ in which the Committee, inter alia,

l/ "Reingurance problems in developing countries'", ibid,

%/ The full tex® of this resclution will be found in the Committee's report
(TD/B/464 - TD/B/C.3/117, annex I, resolution T{VI)).
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"2. Invites dbwvelepdngrcommiriesritescénsedarithe adopidontdrmsashrofhths
measures suggested in the study as may be appropriate in their individual
circumstances, having regard to the sdvantages and disadvantages pointed out
in the study, namely: .

(a} A structural develcpment of their national insurance markets allowlng for
a higher retention capacity of their domestic insurance industry, including
the estzblishment, where approprlate, of national “minsurance institutions

“or pools, private or State-owned

(b) An increase in regional and sub-regional co-operation of developing
countries in the field of reinmsurance, iuciuding the creation of regional
or subregional reinsurance institutions and pools, taking into account all
relevant characteristics of reinsurance and technlnal reguirements of
reinsurance risks involved". :

101. In the Asian region, the co--operation recommended by UNCTAD taok the specific
form of a plan to egiablish a regional company to be known as the Asian Reinsurance

Corporation. The idea of establiching such a corporation was approved in principle

at = meeting held at Bangkok (Thailand) in Cctober 1974. This meeting was organiszed
by UNCTAD with the participation of the Unifed Nations Bceonomic and Soclal Commission
for Asia and the Pacific (ESCAP). The meeting was attended by insurance supervisors
and insurance company management from 18 countries of the wregion. Tha discussion
focused con the conditions of reinsurance transacticns in the regicn: current
achievements with regard tc regional co-operaticn in reinsurance; and future prospects
for such co~cperation. Ore of the conclusions of the meeting was that the existence
of a regional institution would make for & mcre widespresd distribution of reinsurance
buginess in the region and that guch a disirivution would rednce the ftransfer of
buginess to international reinsurance centires, to the benefit of each of the countries

concerned and Asia as a whole. A preparatory committes was appcinied 1o make a

feasibility study on the establishment of the isian Heinsurance Coxporation.
. Y I

102. 1In Africa, the plan to establish an African Insurance and Reinsurance Corporation

which the African Development Bank had been studying for some ycars, vas reviewed by

a group of experts which met in March 1974 a% Abidjan (Ivory Cosst). The Group
examined the various aspects of the project and estaolighed its fimannial lmnl1catlons.
A co-~ordinating committee was set up to continue negotiatisns with the counfrles
concerned. In addition., a iime-table for implementaticn of tne project was mor&ed out,
Also in the African region, the Groupement Africain et Maigachs de Réassurance was set
up by the Conférence Internationale des Contrilies d'Assurances (cT CAI with effect from
1 January 1974. This is a "body for co~ordinating and directing reinsurance
activities, comprising the supervisory authorities, professional institutions and
apecialized reinsurance pools of the member Statss’. Tt is responsivle for snguring
effective co-ordination smong the parties concerned; carrying cut studies and curveys;
collecting various types of information and statistices on rsinsurance: examining
propoaals for action to be taken by reinsurance pcols with a view to improving their
manzgement and expandlnﬂ their activities; facilitating the discussicn ol any matters
and the solution of all problems with which the States members of CICA mey have to
deal in the field of rginsurance and promoting measures ccnducive to the expanaion.

of reinsurance in the States members of CICA. ‘ '
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103. 1In Latin America, reinsurance prcblems were dealt with at the Round Table of
insurance commissioners. As wag mentioned in paragraph 90, one of the aims of the
Association of Insurance Supervisors whose establishment was proposed by the
participants in the Round Table was to promote an incrsased volume of reinsurance
businegs within the region, thereby reducing the current dependence of national
markets on reinsurance abroad. 4 Latin American intergovernmental meeting held at
Mar del Plata (Argentina) in October 1974 reachsd a similar conclusion. ;/ This
reeting, which was convened by the Bconomic Commission for Latin Americe, showed great
interest in the establishment of machinery for negotiating reinsurance abroad for the
Latin Awerican region as a whole. This mechanism should also serve to create a flow
of reinsurance from abroad to the companies of the region. {The question was to be
discussed further by a group of experis convened by ECLA in Mexico City in January 1375).

104. There was alsc co-operation among developing countries in comnexicn with a _
number of bilateral projects: Indonesia and Pakistan are associatédnim a plan for
economic and cultural co--operation which has begun to have a posktive impact on the
exchange of business and information between insurance companies in the twe countries.
This has resulted in the establishment of a reinsurance pool. Irag and Syria have
decided to pool insurance for their respective airlines. In 1973 Algeria and China

~ signed an agreement under which the insurance concerns of each country will insure

the carriage of goods exchanged between the two countries up to 50 per cent of the
value of such trade.

(b) Regional and subregional co-operation among insurance markets of
developing countries

105. At the regional and subregional level, insurance concerns and institutions
have been fairly active in seeking soluticns to common problems and exchanging
experience. The necessary framework for such co—operation has often been provided
by federations of insurance concerns in the variocus countries of a region, either on
an individual basis or through national associations of insurers. Net oniy have
such federations, or other similar but more informal orgsnizations, been active
during the period under review but efforts have been made to establish new
institutions where none previously existed.

106. The Caribbean Insurance Conference, bbld at Kingston, Jamaica, in October 1974,
was organized by insurers in the Caribbean r:gion (including companies, agents and
brokers).‘ Its objectives were to further co-operation between all parties having an
interest in the insurance industry and to broaden the scope of their activities.

The reascns which induced the parties to meet and the problems justifying their
co-operation project may be illustrated by the list of some of the subjects discussed:
consideration of the insurance legislation of coumtries of the region; problems N
relating to reinsurance capacity and the need for a pool; inflation and motor-vehicle
insurance; pprospects for the development of shipping insurance; problems relating to
the establishment and capital formation éf life insurance companies; insurance
persormel; insurance in an area subject to the risk of natural disasters; etc.

The Conference resulted in the establishment of a Caribbean Insurance Association.
Commitiees were set up to consider problems relating to reinswsmance, vocational
training and statistics.

1/ PFirst Latin American Preparatory Meeting on the Convention on International
Multimedal Transport.
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107. Advantage was taken of plenary meetings of regional or subreglonal fede”atlons
to digcuss subjects not fundamentally different from those with which the Caribbean
“ingurers have been concerned. Apart from the topics formally placed on thair agénd:'
these meetings are specizlly useful in that they weet the industry's need to foster

a commeon approach, make comparigons with experience elsewhere and defend 1ts interest
in a.broader framework than national organizations can offer. In addition, of cours
internationsl insurers, reinsurers and brokers derive considerable benefit from these
mee tirigs, which prvvide an ideal oppertunity for a broad—rangﬁng "marketing" drive to

establish contact with potential customers.

108, The obgectlve of ensur¢nz the corporate defence of inmterests is very marked in
the case of the Federacidn Interamericans de Empresas de Seguros (FIDES}, previously
known as the "Conferencia Hemisférica de Segurcs", 1/ whose members are private
ingurers in the Latin American rsgion. - A major aspect of its activities is advocacy
of the concapt of private enterprise. In some respects, however, ils activities go
far beyond these objectives. A%t the fourteenth General Assembly (Buenos Aires,
November 1973}, the agenda included such diverse subjects as life insurance as a means
of gsaving and investment and the exchange of reinsurance business in the region, a
topic on which the delegation of Peru submitted a study that attracted considerable
attentlon.. At its seventh session held in Diskarta (Indonesia) .in September 1974,
‘the East Asian Insurance Congress g/ dealt with eubjects of similar interest. The
same is true of the Third African Insurance Conference (Yaoundé, Camercon, June 1974)
which examined the various areas for and prospects of African regional co~operation.
A study on this question submitted by the Société Centrale de Réassurance of Morocco -

aroused keen interest.

109. Mention should also be made of the meetings held by the General Arab Insurance
Federation in 1973 and 1974. At the first of these meetings (the Eighth General -
Conference, held at Damascus, Syria, in May 1973), consideration was given to the
possibility of introducing a "green card" for the movement of motor vehicles bhetween
Avab countries. At the second meeting (e Ninth General Conference, held &t
Ehextoum, Sudan, in February 1974) consideration was given to the possibility of
assoclating foreign concerns with Arasb insurance companies. On this point, the
Conference stressed the need to concentrate on utilizing the available Arab retention
capacity, which has not so far been utilized either at the mational level or at the .
level of the Arab countries as a whole. The Conference also considered the question
of the investment of insurance reserves and took note of a propogal to establish an
independent development bank whose capital would be formed by assets of the Insursnce —
companies of the member countries. A commiftiee was set-up—to-formilite a > & plan to
that effect: The Confersnce- elso-emphasized the value of the various seminars
_l{en-aviation, agrioculture, transport and petrolsum 1nsurance) which it had sponsored-
The Federation of Afro-Asian Imsurers and Reinsurers (FAIR) i/ also focused on the
question of vocational instruction and training and the establishment of risk-managemen
committees at its Fourth Assembly, held at Kinshasa (Zaire) inm June 1974.

1/ References to this organization may be found in document TD/B/C.3/99.

2/ References to this organization may be found in document TD/B/C.3/99,
paragraph 76.

3/ References to this organization may be found in documents TD/B/C. 3/99;
paragraphs 53 to 57, and TD/B/C. 3/10,, paragraph 37. ,
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110. Voca+lonal tralnlng for insurance personnel was a central concern and sphere of -

" activity of many of the above-mentioned organizations. Some of them have already ]
initiated co-operation with national associations and other regional and naticnal
interests with the aim of drawing up curricula designed to fill the existing gaps.

Other organizations and federations have drawn up projects in this field which should
soon be put into effect. Because of its importance, the project outlined at the
Eduncation Conference held by the General Arab Insurance Federation (Tunis, November 1974)
deserves particular mention. . The aim of this<project was tc establish regitdnal

study and vocational training centres. The participants in the Conference exchanged
information and views on the educational gystems and machinery in their respective
countries, and ccnsidered the possibility of undertaking a regional project on the

basis. 'of a report submiited by the UNCTAD secretariaft. - The participanis made a

number of recommendations based on the main features of this report, including, in
particular, a proposal for the establishment of an Arab Insurance Institute. In
addition, the Vocational Training Committee of the General Arab Insurance Federation
has continued to co-ordinate the national education programmes of the Federation's
various member countries. The Committee adopted a recommendation expressing interest
in the promotion of statistics and the study of actuarial sciences and requesting
universities in Arab countries te take an interest in those subjects. The Committee
also reguested insurance and reinsurance companies in a position to do so to take in
candidates from African insurance organizations who wish to obtain practical training.

111. One of the most interesting aspects of -the activities of regional federations of
insurers is the rcle which they are playing in efforts to raise the level of retention,
both of individual companies and of national markets and the region as a whole.
Activities in this field have in some cases been limited to examining exigting
possibilities and urging member companies to avail of them. In other cases, the
federations have asgumed a more active role and have participated directly in the
establighment of pocle and joint reinsurance organizations. The idea of ensuring
a regular exchange of business within the regiocn (and a corresponding decline in the
business which ultimately serves to swell the portfolic of international reinsurers)
is thus gaining ground both in government circles {paragraphs 99 to 103) and in the -
ingurance industry and its regional federations. However, this proceas is
encountering certain obstacles. Firstly, the insurance companies which would be most
directly concerned by such co-operation are aware of the lack of goundness of their own
markets and therefore have certain misgivings regarding the soundness of other markets
in the region with which they would become agsociated.  Such reluctance on the part
to commit themselves is not uncommon, since this question

W_u_gi_;gggragge concerns
Secondly, political

involves the fundamentzl iscue-of-their own security.
difficulties have hampered seemingly promising initiatives.”  Thus; the-Bast- Afrlcan
Community's plan for co-operation in establishing insurance and reinsurance pools 1

: does not appear to have made much headway.

112. Some experiments which fortunately have proved more successful are described in
. the following paragraphs.

113. At its eighth sessicn, the General Arab Insurance Federation was informed of a
very important experiment undertaken by the Maghreb States and involving insurange of
their aircraft under a pool system. Moreover, after considering reports submitted

1/ See document TD/B/C.3/107, paragraph 45.




TD/B/C.3/122/Supp.1
page i3

by the various pools (aviation, engineering, fire, marine cargo) set up under its.
_auspices, the Federation requested its member companies to increase their cessions

to those pools and to conduct a further experiment in the field of ocean hull
At 1tg ninth sesgion, the Federation considered the possibility of
on capaclty of the Arab countriesz, and to that end, appointed a
It algo took note of the

insurance.
increasing the refenti
co~ordinating committee tu study the question in depth.
growth of the pools esiablished under its auspices, observing, however, that their
volume of buginess fell short of requiremer:s. It war recomiended thal businessa
transacted by Arab enterprises in the petroleum sector and other economic sectors
should have ingurance coverage provided by Arab insurance entecrprise. The Organizatio:
of Arab Petroleum~Experting Countries was requested to adopt a resolution fo that
effect. The Federation alsc called for closer co-cperation in the insurance of air
and shipping fleets, in the light of the results so far achisved, The Federation of
Afrc-Asian Insurers and Reinsurers also considered the possibility of increasing the
retention capacity of its member companies. At ite fourth General Asssmbly, the
Federation stressed the potential importance of the pool which it had establishsd and
invited member companies which did not yet belong to that pool to join it. /

114, Among other pools or similar organizations which appear tc be making
satisfactory progress, reference may be made to the Bast Asian Reinsurance Pecl,
promoted by the East Asian Insurance Congress, and to the RCD (Iran, Pakistan, Turkey)
ingurance pools, In 1973, the members of the latter pool considered the possibility
of adding to the existing reinsurance services and increasing the retention capacity
of the countries concerned by establishing a reinsurance company. This project calls
for the preparation of a feasibility study, which has been entrusted to an ad hoc

committee,

115. This review would not be complete if it failed to mention an important bilateral
co—operation agreement signed in December 1974 between two major Latin American
insurers: +the Instituto Nacional de Reaseguros (Argentina) and the Instituto de
Reaseguros do Brasil. The importance and extent of the interests parties to the
agreement and the volume of business involved maile this an important development which
other companies in developing countries night wish to emmlate. The agreement
expresses the determination of the two reingurance institutions to sirengthen
Latin American co-cperation and, %o that end, to expand reciprocal exchenges of their
international reinsurance business on the following basis: the two parties will give
priority to reciprocal participation in their intevnational reinsurance busiriess,
particularly business involving a large volume of premiums and good results; the credit
balance resulting from such operations will be deposited in banks situated in the ~
country of the ceding company; in their reinsurance -treetiesy—the two compariies Will
—————provide for reciprocal benefits based on the results cixttgmmed; a bipartite technical
committee will Le set up which will meet periodically and permit a continuous exchange
of data and information; the two parties will exchange personnel in orxrder to give them

better training.



