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Introdustion

(i} The Committes on Invisibles and Financing related to Trade, ab Ltz szoond
session \Aprll 19i7) regus s*ad the Dechuaryaueneral of YHUTAD "L carry out a%
least once svery two years reviews cof developmenis in insursnce, with gspecigl
reference to developing counurlnh“ _/ The present documwent, rslating to the pericd
1975<1974, has been prepared pursuant to this re&uest 2/

(ii) Part of the information and data needed for the preparation of this study
was supplied to the UNCTAD secretariat by the governments of developing counirieg

These governments were requested, in a note verbale from the Secretary-Genersl
lﬂanmnfnun

dated 30 July 1976, to help the secretariat to collect the necessary informs
Out of a total of 118 countries thus approached, only 42 responded, of vhich 38

furnished more or less extensive information. Only 17 replied were received %o s
circular letter of reminder sent by the Specizl Programme on Insursnce to 2 large

mamber of insurance supervisors.

(iii) 1In these circumstances, the secretariat once again had tc drav on very diverse
private sources of information, especially trade journals and pericdicsls. Conssquently,
the degree of importance attached to certain developments referred to in this study

is generally related to the importancs attributed to them by the various scurces

of information available, the scouracy and balance of which could not,; of course, be

verified.

Generally speaking, the secrestariat has tried to show the nev facts with their

iv)
For this reason, mors

relative importance in the context in which they have arisen.
welght has been given to certain modest events in countries where national insuranc
business is still very smell, than to evenis which were mors important in absoLuue
terms, but which relate to countries that are relatively advanced in this field. The
secretariat has sought to provide information which will be useful to the least
advanced developing countries, so that they can draw from the experience acquired
elsewhere, conclusions adaptable to their own territories. Thig ig, in fact, vhat
the Committes on Invisibles and Financing related to Trade, at its zixth session,
asked the secretariat to do ﬁ/ in regard to topics to which it has tried to give
prominence in this study, namely, measurss aimed at stiuctural modification of

the national insurance market and ab increasing regional aﬂﬂ sub-regicnal co-

operation hetween develcping countries.

¥
1/ See Official Redords of the Trade and Development Board, fifth session,

Supplement No. 3 (ID/B/118/Rev.1), annex I, section A, para. O.

2/ The pericds 1968-1970, 1971—1972 and 1973-1974 were dealt with in documents
TD/B/_,3/99, TD/B/C.3/107 and ID/B/C 3/122/Supp.l, submitted to the Committee on
Inv151bles and Financing related tc Trade at its fifth, sixth and seventh sessions
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{v) The prezent study may alsc help the Committes to idenfify the factors acting
against expansion of the insurance sector in some developing counftries, and to
devise joint action to develon their individnal and collective potential in this
asctor. As the Committee racognized at its seventh '?SSlGﬁyéf this objective was

achieved by the document relating to the period 1973-1974.

(vi) A% its seventh session, the Committee suggested that when regorting new
5 t should Inciude a gquantitative znalysis

developments in future psriods the secrsiariat

of insurance Op,”atiun carried outb in developing countries.h, The lack OL
gtatistics available hitherto and the very iimited rescurces of the upec1ai rogramme
on Insurance have m:ée it impossilkle o do sc on the present occasion, but it ie
hoped that The next giudy, covering the years 1977-1978, will moke gocd thie omission,
7 - . . R P
4/ Ibid., seventh specisl gession, supplement No. 2 {TD/E;&?O)Q nara. 154.

5/ Ibid., paras. 155 and 1%6.
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Chepter I

POLTCY OF STOENCTHENING TAD ¥ TTONAL CEALLCTIR OF THE IVSULANCE HAlKETS

CF THE DEVELOPING COUNTRIES™

national charscter of their insursnce markets. YWhe measursg taken inch
formation of national insursnce enteiprises (Q tete, privete cr mlxed} vwhere they
did not exist before (Benin, Bhutan; Burundi, Eth ch, Guyzns., Lesotho, Rwanda,

Secielist Republic of Vietnam); an increase in participation by local 1nﬁe*ests

{Stats cr “*1va+n\ in nationsl insurance markets (Bol¢v1a, Colewbia, Ghane,

\uuc.u\., Wade e i Ca W
Nigeris, Senegal, Trinidad and Tobego, Tunisia, Venszuels); ond the formstion of
special enterprises to insure government risks exclusively {Paliistan, Pexu).

Only one country, Chile, has telen a measure which runs counter to the zbove

dadratdan

mentioned objective, by permitting a substentizl increase 1ln participaticn by
foreign interegts in the cepital of Chilean insurcnce companies.

FPormation of national insurance enterprises

“ie®

2. Benip and Sthiopia are the only developing countries vhich nationalized
their insurance wmarkets during the period covered by this study; establishing a
Jtate monopoly of all insurance coperstions carvied out in thelr territory. PFor
this purpose they cach formed 2. State corporaticn, to which all the pertfoliocs

and property of ihe insurance companiss opernting in the country were transferred,

3. In the Socislist Republic of Vieinam, o Ltate insurance company has been
formed to replace the 3C or so insurance enterprises which existed before, but
there is some reason to believe that this weasure does nct entiraly or finally
preclude operations by foreign insurers on the Vietnamese national markes.

4, Pour developing countries, 21l of them smell, land-lociked and having very
imited marksts, have just formed their owvm insurashce companies with participation
by the State and foreign private interests. Tlhese are Bhutzn, Burundi, Lesoctho
and Rwanda. In the last three cof these countries the foreign partners, although
they have only very small minority shareholdings, have succeeded 1n.secur1n#
substantial cconomic advantegzes from the association.

5. he most obvicus case is that of Burundi, where the foreign group subscribed
only 10 per cent cf the registered cwpltal of the national company (CiBU). In
exchange for technical services relating to the formation and cperation of the new
company (which will have a de de facto moncpely in the wain sectors of the domestic
marlet), the foreign mlnorlty partnerc have obtained, among other things, the
technical manggement, g commission of 1.5 por cent on gross premiums, sole rights
to the plﬂc:z.nfr of reinsurance, and 35 per cent of the compeny's reinsurance
commission. Whatever the operating results of CiBU mey be, the foreign pﬁrtner
are sure of maling = profit at the expense of nationel intsrests.

G. in uuvwna, the Guyana Co-operative Insurance Society liza beon formed with

EOVE TS T suproT tois

L-lmmetty the encouregoment. of the co~overatitve
3

TUVETENT i1 uuyan: is onc of the Ley points of the Gevermment's policy, und the
co-operative form is still ons of Eho forms 1in wﬂich insuronce businoss hos the

e
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aresten b wencs of gipanding. The mow aompany will g
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remourees of the populrtion, Trovision clgo 2o2n made far the ccceplbonce of




B.  Strengthening of the nationzl character of insursnce enierprises

7. In Boliviz o draft low on ingursnce provides thal forelign enterprises mist
become companies under national law in ccocordconcs with Decision 24 of thus
Uommission of the Cartagena fgreement. Two other indesn couniries have zomended
their lews to bdring them into 11 n ths ilom: im Colowbia, & lew suacked
in December 1975 pronibilis further direet foraign investment in the insursnos
geator; unwguuia has imposed & minimum of 80 per cent netional capital for
lusurcacs entsrprises, as =geinst 50 per cent before the enzctuwent of ithe nev law,

S. In Trinided and Tobeso negotictions are proceeding with $he foreign cowpanies
catairlished in the country with s viav io t;cir beuoming enternrises under national
lsw., Genersl insursnce enterp;lscs are sgid to be rescting positively, but some
rzluctance hos been shown by companies which carry on long-term business. In his
1875 Budget Speech, the Minister cof Finance announced propesed tax relief messures
iesigned to gpeed up the localization of the sector. He zlac announced his
Government's intention of forming an insursnce cowpany and a reinsurance company

&
Ath financial participetion by the State.

c. In .LLlI.».LSla the Low of December 1974 fixing 2 minimum turncver for insurance
— (8
g

HtffJL¢su stenlished in the countr s u/ bas led to the withdrawal from the
market f many foreign companies, wﬁlub have either regrouped to form new
companies undar Tunisian law or ceded their portfolios to local companies. The

incresase in registered capital imposed by the Governmment will probavly lead to a
icn in the number of cowpanles and even gresater concentration of the

G

e
further raduct

market.

10. Senegzl hopes to be abls to use nationalizaticn measures to bring sbout a
concentration of the markes ond arrive of an cptimum number of enterprlses. The
eim seems to be fto vetain en or alght of the 30 enterprises registersd at the
beginning of the period an o zet the market finally recrganized on the baais of
Senegslase vompaniss. Accoxding o the Covernment's plans, this reorganizstion
will be carried out by means of mer ers, the wltharawaL of marzinal companies and
the vuying back of portfolios by

11. In Ghana the Insurance Amendment Decrees, 1976, has veduced foreign capital
pgrthlpatlon in insursznce snterprises from 6C to 40 per cent. The difference of
20 per cent becomes Stalte property. Ghanean persons, enterprises and corporations
will be invited to teke up the remaining 40 per cent. It seems clear that the
State can rafuse to participate finoncially in any forceign enterprise wishing to

stablish itself in the country; hence the State has a means of blocking
indirectliy, if it so wishes, any intervention by foreign direct insurers in
national insurance busingss.,

12, In NWigeria the Government has acquired 49 per cent of the shares of the

13 foreign—owned insurancs enterprisces operating in that country on 1 Janwary 1975.
In 1976, the State holding was fixed at 60 per cent, though this rule will not be
applied until 1978, The adoption of this measure is said to be closely linked to

others, providing fo T participation in key sectors such as forelgn banks.

1Z. Az mentioned above (gee ?azagraph 1}, in Chile the new insurance law could
help to change the national character of the market considerably, since up to
tun-thirds =f 4the rooistered vaudlbal af uational anternrisss may hencoforth Lo
foreipn owned, =28 aggeoinst only cuos~third in the past.

e e a2

6/ See document TD/3/6.3/122/Supp.1, para.ll,
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C. Insurance of zovernment property

4. In Pelilsten, the National Insurance Fund set up in 1973 to insure State
property snd interests, vas replaced in February 1978 by snother company, also
formed by the This is the NMational Insurence Corgoration, whlch took over
the assets snd biiitles of the former Fund as well as itg activitiss. The
Corporation was provided with a registered capital of 500,000 rupees, subscribed
entirely LYy the State., Any surplus of the profii =nd loss account after
constitution of the necessary ressrves, wust be paid to the Federal Government.

f the Corporation is to insure not only State property, but zisc the

The function o
proverty and lilavilities of public law cerporations, State or gemi-Stets
enterprises, and enterprises in which the State has o financial interest or over

vhich it exercises direct or indirect control. This leaves the Corporatiocn soout
the non-lifs brznchzs. It 1s olso reguired

50 per cent of all natlonal premiums in t
to sdvise the Government and Government-contrclled institutions on metters relating
to insurance. The problems to we given priority include, first and foremost, &
reduction in the cost of insurance thrcugh reduction of the risks incurred at
present; it is therefore velieved that the Corporation will pursue a very achiva
rolicy of accident prevention.

<~ e
Baonco de la Hacidn - will now be covered by a company whose cepital is also owned

by the State (Popular y Provenir). The transfer of this portfolio entailed the
simultansous trensfer of reserves for currenti conitracts ohd of the staff who
managed the portfclio at the national bank.

15, Similarly, in Psru State-owned property - which wezsg hitherto insursd by the
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Chapter IT

ACTIVITIES DESIGRED TC PRCMOTE AND RATIONALIZE THE
OF DEVELOPING COUNTRIES

6. The ¢
national
Jdeveloping coun
effective supervi
and rationalization of their insursnce markets, meny de
tsken measures which include the enaciment of new laws to regulat

of insurers, the invesiment of their funds; the protection ¢ S
the powers of the supervisory authorities. UMNeasures have also been sdoptad to
diversify certein markets, increase the volume of premiums, provids coversgs of

new risks and intrcduce compulsory insurance.

A. New legislation on insurance

1.

-y . ey in
7 £ new lsw lag heesn enac

eplaces the acts of 1%¢c
gaturss of this law: 1

2
enternrla= must be judged
e

ted in Higeris: +the Insurance Decree 1976, which
1, 19 4 and 1963. The following are some of the msin
U v
e

:H b

rance treaties din the brazuches exploitzd by the
uete and velid; the manzgement of cach depariment
Su@d to a pewson Judged to be competent and
Sne grantlrg the authorization must be in the
icy. An arrnoriva+1o may be withdrawn, zmong othe
1rance enterprise "persistently feils to pey claims pro_ptly“,
The general condi of insurance policiss and certificates must
to the supervmao;u uthority for approvel. Lales may be increase 3
authorization cf thu superviscry autherity. The authority may, when it Jdzam
necessary, convenz a Rating Committes consiasting of represenitatives of public
law institutions and of the insurers' association. The Committee may propose
rate changes, but its proposals must take account of any snii-inflationary
measuraes the Government may adopt. Commissions payable to intermediaries have
been regulated with a view fto reducing them, Reserves for unexpired vrisks and
outstanding olaims must not £all below certain precisely-defined levzl

of ths enterprlse must
ProfeSSanal qualiy
interest of publi 0
reasons, 1if the

H =

w
. O

jai
u i

1

t h

d only w1t‘ the
h

3

O an

7

(&

6. In Fiji a law on insurance has been enacted for the first time since the
country's independence. This is the Insurance hct, 1976 (Mo. 36}, which is to
be xollowed oy implementing regulations expected to anter 1nto forcs in 1977.
These two texts open the wey for effective supervizion of the insuranc
enterprises operating im the couniry. They provide for the appointment cf a
Commisgioner of Insurancd, whose functions will be much the game as those of
the supervisors working in almost all the countries which have folliowed the
traditional syatem of registering insurance enterprises formerly in forece in
the United Kingdom. Under the new legislation the Commissiocner will be able to
obtain egsential information on the activities of insurance enterprises, agents
and brokers and to give thﬂm such instructions ss may be required for the

interest and, more partictlsrly, the interecs of e
insuvred. There is alsc a licence smplicaticn procedure which should e
financislly sound insurance mariket. The Jlct is par Jluulawxy Valuaol

len forsisn enternrizes mev trsnsfar abroad ag "hes

protection of the gensrsl rly interessts

Timits +Tha =uma

sxpenses’, slthou
other similar 1

n

h th cse 1¢m1ub may seell exceadlugly generous coﬁpa'
5
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19. In Venezuela a new Law on Insurance and Heinsurance Enterprises was
introduced in April 1975 by Presidential Decree No. 670. It embraces all
operations in the insurance sector and not only matters connected with the
activities of insurance enterprises; for instance, it is very explicit not only
about the solvency and supervision of enterprises, but also concerning the
activities of agents and brokers, zverage adjusters and loss assessors,
specialists in the evsluation of risks and representstives of foreign reinsurers.
The new law alsc provides that policies contracted sbroad shall be without

effect in the country, sc thot losses covered by such policies are not clsimables
it establishes the new membership of the National Insurance Council which,
besides the supervisory authority, includes one representative of each insurance
and reinsurance company legally established in the country, three representatives
of insurance agents and one representative of the brokerage companies; it is
more precise with regard to the constitution and investment of technical

reserves and cantains special requirements for reserves deriving from mortgage
insurance and financial guarantees - provisions which no doubt reflect the
legislator's concern about the very delicate situations created in the past by
operations in these branches,

20. In Egypt, the Insurance Compenies Aci No. 119 was promulgated to adapt the
law to the structure of the existing market. The law it replaces {the Insurance
Companies Act No. 195 of 1959) wezs drafted primerily for a market consisting
almost exclusively of national and foreign private companies. The subseguent
nationalization of this market necessitated changes in the law. These cheonges
eliminate some provisions on matters concerning which, in the present
circumstances, more flexible arrangements can be imposed by the Government on
companies under its direct control, without recourse to legislation. In addition,
the new Act clearly establishes the principle of the prohibition of direct
ingurance with companies other than the national companies. With regard to the
investments of these enterprises, the Act exempts from taxation income from
debentures purchased by the enterprises and loans made by them, as well as
interest on deposits with the enterprises, particularly those made by reinsurers
as technical regerves held by them. The purpose of the latter provision is
probably to make foreign reinsurers less reluctant to constitute such deposits,
and thus to help the national companies to invest all technical reserves in the
country.

2l. In Argentina the text of a new basic law on insurance will probably be
approved in 1977, with few amendments o the draft alrezdy before the Govermment.
This text is the result of several years' study and negotistion with all the
gectors concerned. It is to replace the present law which ig sazid to prevent

the market from developing as it could and not tc provide for effective
supervisicn. UNew legislation having similar objectives is being studied in

El Salvader and Chad.

22. In Bolivia a draft law was officially submitted in January 1976. It was
drafted by & committee whose members were drawn from the Ministry of Finance,
the Bolivian Insurers' Association and the Supervisory Authority, a recently
established body which has tzken over the functions formerly performed by the
Central Bank of Bolivia in addition to its financial activities.
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23, Saudi Avrabia, one of the lest of the major developing couniries in which

the activities of insurance enterprises have not hitherto heen subjeect to speaisl
regulations, has recently started drafiing legislation, the details of which are
not yet lknown.

z, Investment of fechrnicasl reserves

, in August 1976, new regulations which extend

. by e
the nategoripr oP inv 5tmert and allow insurance enterprises 1o participate in
tore of the oountry, though thers are restrictions
¥ pprcval by the supervisory auwthorities. Special
care hsq b@pr t¢ﬁen to fix meximum percen+ ages for each category of securities,
30 as to spread investment risks and ensurs the desired diversification.
Investment opportunities have also been extended in Singapore, where it is now
permissible, within certain limits, to invest in shares, debentures snd other
securities issued by the Singspore Reinsurance Corporstion Limited, ameng cther
categories of investment.

25. In Panome, an issue of State securities to be subscribed exclusively by th

insurance enterprises has reached Bs. 2.5 million and the possibility of
doubling this amount is under consideration., The same country has also taken
the initiative in limiting to 90 deys the age of outstanding premiums which may
gualify a3 part of insurance companiss! zssets. This step i3 said tc have been
warnly welcomed by the companies and intermediaries, ss it will very probably
gpeed up the collection cf premiums, thus improving the liguidity position of the
companies (the main objsct of the meszure) and leeding to the guicker psyment of
commissions due to agents. The gquestion of taxation on inccme from invesiments
in BEgrpt is dealt with in paragraph 20 above.

26, In Argentina insurers have been authorized, on an experimental basis, to
make certain investments in foreign currencies., The funds invested are intended
to cover ocbligaticns contracted in a foreign currency by earning the necessary
smount of that currency, which should encourage insurers on the national market
tc seek business from abroad. The investments in question may not, however,
exceed the amount of premiums (net of commission) received in foreign currency
during the last five years.

C. Contractual relations with policy holders .

27. 1In Israel, a dreft law has been published in the Official Gazette, the
purpose of which is fec strengthen the position of the insured vis-a-vis the
insurer. Among other measures contemplated, the insurer would be obliged to
gettle claims within 3¢ days folleowing the date on which the evidence of the
loss is submitted. This provisicn was probasbly adopted in consequence of abuses
by local insurance companies. The question of time~limits has zlso been dealt
with in Nigerio, where the Insurance Decree, 1967, contains a number of
pruviQions applicakble to insurance contracts. Apart from the guestion of
ettlement of claims, the new law prohibits the offering of rebates or of a

share in commissions as a mesns ol enCUGUraging prospective policy helders to

gign a contract.
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In the Republic of Korez, besides other efforts to reorgsnize the market,
es have been teken to give policy holders direct protaction: the

sging of customers and the crganization of the enterprl es' external

ices have been brought under reﬁuTat*ons= efforts are beilng made o bring
closer to real cosis, espscially for life ifnsurance. The superviscry

rity is responsible, first and foremost, for ensuring that the factcr;

ting tariffs and reserves (mortality tebles and technicsl interest rates)
) onsistent with actusl conditicns, & nev raling system is slso being
prepared for general insurance; a Council has been szet up to settle disputes
between policy holders and insurers in cases where claim setftlements proposed

by the latter are contezted. The Council Zs to congist of representatives of
the insurers, academic circles and lawyers. In the same context, Sri Lanka has
provided for arbitration by the supervisory suthority in ceses 1nvolv1ng amounts
not exceeding 10,000 rupees, though this applies only to 1ife insurance.

29. In Pakistan, national and foreign insurers in the private sectecr have adopted
z code of profe551ond1 ethics for their organizetion, designed to promote the
growth of their business, which sppears tc ve threatened by the infervention of
State enterprises in the national morket, They hepe by this means to improve
their business image and fto inspire greater confidence ameong the public in the
services they have to offer. Whatever the motives for taking this step, it

should result in higher-gquality service.

D. Compulsory insurance

30. With regard o compulsory insurance, mention may be made of certain
developments in the United Republic of Camercon, where Law No. 75/14 and

Decree 76/534 now make it compulsory for ilmporters to take out transport
insvrance for goods imported into the national market. Law No., 75/15 makes it
compulsory to insure risks relating to building. In Bragil, the compulsory
insurance of wvehicle owners against thirdperty lisgbility has been replaced by
compulsory insurance agsinst personal injury, independent of the principle of
fault. In Mexico, compulsory third party insurance for motor-vehicle owners
came into effect in August 1976. It must cover both bodily injury and material
demege to third parties. In Hong Kong, the authorities have extended the scope
of compulsory third-party insurance to passengers and goods carried. 4 proposal
to separate drivers! third party lisbility from the principle of fault {"nc fault
insurance") iz in abeyance, because this system hes suddenly become less popular
in the country which introduced it (United States of imerica). 4 law on the
compulsery insurance of motor vehicles is now being drafted in Pasnama.

31. In 1975, the supervisory authorities in the Philippines issued regulations
bringing into effect the part of the Insurance Code regquiring the compulsory
insurance of motor vehicles., The regulations contain provisions on the scope
of compulzory coverage, limits of liability, premium rates, policy contract and
bond forms, and claims settlement. They alsc provide for the possibility of

te apread risks more uniformly between the
apelau¢n5 in the national market. This pool 1s to be Kept under

by the supervisory avthorities, who will not permit the formation

a second orgenization of the same kind.



in Febriary 1875, with

motor vehicle ATCJOT.

‘insurance companles

B Olher important regulatiocns

33, In Celombia, sp of esrthouslke risks waere

imposed on 115ur ce _ of 2 per cent (minimum

of 5,CC0 pes os, will be b orne by the policy holabr. The net obligation of tn
de

duction of reinsursnce), calculated for = probavle maximum

entsrprises (after
loss of %0 per cent of the insured value iIn esach province oy depsriment, mey

not exceed Z2C per cent of thelr net =zsssts. Speciel conditions for the
reinsurance of these risks zre described in pera raph 55. Insursnce enterpriges
must also insure the buildings they own against earthquake risks. The
technical reszerves for earthouske risks must Le dO per cent »f the net premium
retained during the year, These reserves are cumulaltive znd may be used for
the payment of claims on7y as to the non-rein cured nor¢lon of the risks.
Furthnermore, they may be relessed only when it 1 roved th&% i
enserprise’s poltential lighilities have laps

iz zlso sublect to special conditions.
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rities have decided that export credit

34, In the nationsl autho
ingurance camnct Le vezordsd 25 an ingurence activisy in fthe strict sense of

the term and thet, conseguently, companies aandiiﬂg *Lls k¥ind of business do
not come under the provisiona of chapter 193 cf Ihe iqsurap g Act. This ruling
applies to the Export Credit Insurance Cerpcration founded in 1975. The esgenis
of this company and other companies of the same sort ars nct $o be regarded
insurance agents and the provisions of the law in force relating to insurance
policies is not to =pply in the cese of export credit insurance. The law hes
been amended zccordingly.

Z5. Like the United Hepublic of Camerocon, Nigerie hes made 1t compulsory to
insure all imports on its owrn national merket. o11 letfers of toand glmiler
documents issusd by Nigerien bvanks or financial institutions in respect of such
imports must b= opened solely on the basis of transport end freight.
Nevertheless, if =n insurance broker proves 3o the superviscry authorities that
it would not be reasonable to place the insurance with an spproved insurer

owing to the peculiar nature c¢f the risk or other special circumstances, he

will be granted permission o insure elsewhere,

O
]
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adapted fto risks whose extent ls difficult to determine. This does not mean
that foreigr insurers have neglected to adapt their premiums to such conditions,
According to some information obtained, most of them have not only applied
extremely high premiums, but heve also introduced special clauses
(”no»risk—after~disoharge” gnd "port delay ulause“/ which exempt them from the

Efﬁe-;t-;av P e bt C’F' +lha et ateo Ayt ot e Frwasrr vy A i
u& e e ;’QL w e PR ) o ke —ba b be A 6 UL P2 Y U‘!L#-E'\f'} ld.\liﬁ!

37. The Government of the Ivory Coast has lhe same objsct in view, and is trying
to persuade local impcerters and shippers fto rely more heavily on the national
market. It has been pointed cuv that if 211 the country's foreign trade was
insured locally, tctal premiums for the local market would amount fo $2C million,
whereas they are now one-tenth of that sum.

38, In Paraguay, the insurers themselves, grouped in the asociacidn raraguaya

de Compaflias de Seguros, have requested the Govermment to make it compulsory tc
insure within the country imports financed from lceal sources. The correspoending
messures are not expected to be long in following., Because of its landlocked

position, Paraguay has a special inferest in developing z marine insurance market.

39, GSome developing countriss have tried to open their markets to business which
has traditionally been handled abread. The meassures taken include the efforts
made by Brazil to secure ship and aircraft hull insurance for its market; and by

Argentina to place cr its markst third sarty and other marine risks i nurred Yy
national shipowners (Frotection and Indemnity)., The reaction of the P & I Clubs
in western Burope, which formerly covered these risks exclusively; hes not been
favourable; meost of them have refused to provide reinsurance cover for Argentine
insurers on the ground that such business has troacitiocnally been done direct with
the shipowners concernad. 48 a result of this refusal whole fleets of Argentine
shipping companies have been unable fo find aceguate insurance.

40, In some countriss the govermment has tried to form specialized companiss

in certain non-commercial or low-profit branches such as export credit insurance.
In others, the benefits of insurance have had to be extended to social classes
which rarely have access tc them. There is a certain trend to use 3tate~owned
companies to introduce agricultural insurance (India, Pakistan, Sri Leanka).
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DEPORTE RULATING 70O RpTISURANCE, ATMED TN ZADTTCOULAR AT INCEEASTHG LOCAL RETENTION

oI T ool
ekl o bt B oSt

insurence industry in neavly all the
ance pervices which shese countries
national portfolios has steadily
£ ign reinsuresnce protecctlon is
1 o have taken stens to encourage bheir lccal
insurers to retain a larger portion o igiig insured and to transfer abrosd only
the paxi wvhich ls wezlly in excess of Thelr retention capacity., Other countries
heve pursued the same ai r melting 1% compuleory to digtribute risgice locally in the

s
form of co--insurance or wefore covering she balance abroad. TLastly, new
locel ingurance companics heave been formed in some countries, mostly with government
suppert or even WQVurﬂmGFL participation. Attention munt alsc be drawm to certai
cnposite trends, however: sone C_Saﬂbﬂr—“tTlckeﬁ countries have recontly requﬂrcd
their local insursrs to incresse the rote of cession of certain risks gbroad, =nd

iwo other countrisg are relesxing theilr rules on local reinsursnce of risks.

L Inorease in local retention rate

Pl
o

42.  In Venezuela, the new iihsurance lav introduces for the first time very stringent
rogulmuiEE; on reinsurance with foreign enterprises. The reinsured pronortion of
risics -~ and hence the pro ﬁortiow retained ~ ip left for the enterprises concerned to
decide for themsslves; they mey therelore reinsurs all or part of a'gi"en riglt, or
even noi reinsure it at all, suhiect, however, to the nrovisions of article 94 of

the law wihich empowers the suporvisory suthority to oxder an increase or a reductien
in the amounts wvhich enterprises propoce t2 retain, But once the proportion of

retention and reinsurance have been Ifixed, the following provisions are applicable:
() The enterprises are obliged to cede 40 per cent or more of all their
reinsurance premiums to the national market; but this affects only reinsurance
premivms arising from vnreoporiional reinsurance contracts. Z/ (b) The reinsurance
enterprises established in Venezuela must accept this business on economic conditions
similer to those which the ceding cnterprises obiain from their reinsurers abroad.
la) Beyond the smount of risle coversd by automatic reingurance contracts, the
entbrnrlse must place the remainder in optional reinsursnce with national insurance
or reinsurance enterpriges: only saturation of the underwriting capacity of these
enterprises can juntify recourse to foreign reinsurers. (d) The supervisory
avthority mey take decisions on the conditions of reinsurance contracts. If it
considers them too onercus it will ask the enterprise to give the technical and
gconomic reasons justifying them; and if the explanations are found %o be
inadequete, it may order ithe necessary adjustments to the conitracts in guestion.

» In Mexico, the law which has been in force for some time provides that at least
er cent of reinsurance premiums in the main branches muat be reserved for the
1 market. 1In fact,; there is some evidence that enterprises vweve not obgerving

3
50

>

e instructions scrupulously and that the supervisory suthority was not applying
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/ See ”TOlnsUraﬁCﬁ Problems in Developing Countries", study by the UNCTAD

—lf\ﬂllr\wr i

.,,C,C~ tarias, ,;.J./.!j/\,nJ/J.“ S/lovel, para. Sl
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rery guirict criteris either. 3tvicter nrovisions have now been adonted, woich
require enierprises fo nrovide fuller inf ormation aboutl their reinsurers and their
reinsurence conbtracts. The mein aim is to prevent these contrsctes from being uged
merely as o means of transferring business abroad. ’

14,  Tn Morocco, fire risks fox vhioh the rete of premium end sum insured excesd
certain specified 1imi t mugt, in principle, he co-ingured on the local meriet.
Foreign reingurance is not permitted unless the possibilities of local co-insurance
have hesn exhrusted. In crder to eneble Morcccan enterprises to diversify their
nortfolio of aviation risks and %o establish = better technical Lalance in this
branch, the enterprisec whirh co~insure the national air fleets are required fo nar

their nrsmiumz into a world retrocessicn nool, m.nqged by the SDocidtd Centrale de
Vill recelve o silare in all the pLD" usinegs

\.4|J
vhirh do not particinste in covering the Horoccan aix fl
receive from the pool a share c oiding $o the capaci
available to the Socisfté Cenir 1e de H ronce.
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an (rdor of the lllnigtry of Finance dated 12 Anril 1975
in

that reinsuronce entermriges wisilng te s2t un in business in the countrr must
2 minimum neid-up capitel of 200 millicn rupecs 2ud denocits of 2C million runeas.
Thege nrovisions directily alfect the four reinsursnes commanics catablished in +the
countyy. Ls regards relngurance cesglons, one Order has been interpreted as
requiring that at least 70 per cent of life ingurance premiunmg should be placed on
the local market. The remainder may be reinsured abroad, but it is provided that in
this case the business must be calculated on a yeaxly renewable term basgig. This
neasure prevents the covering abroad of that part of the insured amount which is
form of invested pathematical reservaga.

lays down

46, Ia Indenesie,
il"# et

<
T

P

already available to the insurer in the

47. In Isracl, a tax of 15 per cent on all insurance premiums trapsferred abroad
alsc appesrs to apnly to reinsureance premiuvms. Parallel to this meas ure, the
superviscry authority is urving enterprises o1 the national marleet to increase
retontions, which are considered insufficient. It may be recalled that in Vensszuels,

= anr
PRSI

toc countries which are members Ol the Andean Prct are exempted.

o
b

on transferg soroad of the balances of reinsurance accounits,

too, there is

though trensfers
hose countries where insurance is whelly or partly subject to a
ize& ce:sion: or ”1egg¢ cesslons”, the syctem operating in Palidstan
sethn v, MhET Thsursnce Tules of 1958 ha ded in euch
the 30 per cent guote lsory reinsurance 1 tl
T wmiooe il toen Tiner [atala) ._"*.!':f-:-rr»'-ﬁ‘,.' 7
also reing wv; ot less 5 ner nent of fh ";W““ﬁﬁ
of the incurers'! net row cums
giuirad wo be veinsured EIrma
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Tnsurance Corooration may determine Zrom time to time”. In other words
i 2 all

s =g the 30 ner cent compul reinsurence of sl30 &

25 ner cent nownul sory reinsurcice of the differerce and
s i 7 o "

the ad in the country. (I35 may te

sums sctually cover
:
i

similar systenm is eznlied in Iran.)

43, In feoth, 1t would P;az aouaced are
methods vhich depended on the size e ize:

transferred sbroad a considerable part of tiheir sound

business, small comnanlies wars reduced to olfering 1o

Jornoration a lar&e ghere of thelr portfolics, for whi slze
and often unhzlanced results, it was difficult to Jind A nn

9

sufficiently atiractive terms.

2T review,

s}
o
+

50. It must also be mentioned that, during the period uwnde DTOSTESE WaAs
made wy State-owned companies seekiﬁg to obtein subestantial recinrecidy Trom foreimm
reinsurers I ls) receilved from abroad are anid to
have g ne urance Ceorporation of India stoates
that &% nremiums compered gross preniunms ?aiﬂg rose from

94.9 per cent in 1972 to LOT p:r cent in 1975. The bals 3
announced Ly the “entrul Banlks in 1975 amount=d to $3.5

Instituto de Reaneguros has also seid fthat "intermation

ingursnce and relpourance - chovoed o aurnlus [ 9751

af the order of USE 200 million o yearh,

2. Eszablishment of local reirsvrance institutions

5L, In Higerie, t nment nas a

roved tne erection of the MNation
o

Sh yo3sl L
Reingsurance Corpor TDL of 1 T‘gﬂwl" whicn will bhe resnongible for handling comnulaoy
reinsurance husiness (70 p direat tusines ) wnd hﬂomoflnv volunterr

reinsurance deycnd the manda

tary TLWJt.. Tie reinsurance fanctions nerlformed
hitherto by NICOH (esteblished in 1989 os a corvoraticon wrdpr nublic law) will be
transferred fto the National Reinsurance Corporazion, aud the activitisg of NICOII
will henceforth Be confined to direet insurance misines
52,  In Singapore, the State-cwnzd Insurance COap01atlcn hogo acguired 55 per cent of
the ghares of the Reinsurance lirnagement Corporation of fsia, in which London
brokers also have an interest. The latter Corporaticn is narticularivy active in

reinsurance business Ifrom developing countries.

53. In Peru, 91 per cent of the capital of Resseguradora Peruana heas been ocguired
by the State and fthe remainder is held by direct insurance enterprises on the locel
market.

C. ther nev developments relating to reinsurance

54, In Nicoragus, reglula g relating tc reinsurance were iassu in 19756 by the
insurance supervisory asuthorities. Among the main provigions are some wiich lim
the retenticres of insurers Cnera%lng in the ﬂ:u3+r3.



™/B/C.3/141
age 13

i m

SETEANES

the ent

(b) Tire znd ancillary risk i:s‘raroc contrac! e retenticn is fized at not
more than 4 per cent of the net assgets of the ent igs, plus 10 ner cent of itg
average anmual profit calouls ted on the resu three vearc. Thege
retention limits spply to the rislk or group 7 reason of their
proximity or of the rature of the propert, i ikely to Do alfected b e
aingle isolated event. In the case of groups ted in one and the zame
e, the

urban area, vhich may be affected Dy a natural
retention limit is 8 wer cent of net assets,
regerve for the fire insurance branch, In = the retentions of the
enterprise must be protecied by excesg-of-loss reinmuranco for nt least 50 per cent
of the risks retained in the ares of naximum exposure. Jpecial conditions are
applicavls %o enterprizes which nrove fThat the rishs insured hnave ceriain disy
characteristics.

as an sarthguake
i

of the contingency

55. In Colombia, the sgpecial conditions in force for the insuvance of sspthouake
risks, set ocut in chapter IT, aye accempanied by mles : UpllCmQLC to the reinsurance
of these risks. Amounts in excess of the retention limit (20 per cent of the net
assets of enterprises) must be 3laced cutside the country with reinsurers of known
solvenecy, on the basis of disaster reinsurance contracts.

56. In Chile, the new lew on insurance could greatly change the insurance
mechanisms hithertc in force. The {rja Reaseguradors de Chile would be dissclved
and its reinsurance business talzen over by national commanies (which could then be
controlled by foreign capital up to a limit of $wo thirds); direct contracting of
reincurance sbroad would hencefcrth be permitted when the terms offered are more
advantageous than those on the naticnal market, Tt should also be noted that in
Argentina the possibility of wvithdrawing the nrotectio LJOJed by State—owned
companies, in particular the ational Ticinsurance Institute (INDER), iz under
official consideration.
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Chapter IV

FACTS CONCEHNING THEE A CF
MARIETS OF DEVELCOPING COUNTRIES
—rr - i Ry
5. BONE B hYUCTUL
the chapters; 1t does
volicy re;9+1ng to insurance, but with
3 i TT"&I"‘!‘"‘-"T" - ia
trads Jourrals., The UHCTAD secretaria
avents In detail; mnevertheless it bel
informaticn as pessible on the activiti

reingurers in the developing countries
insurauce enterprises are still playin
third worid. International iosurers a
either as meiority shareholders in loc
formation of real mixed companies of

]

the

INTERVATTIONAL

5 has not been able to verify each of these
ieves that it will te useiunl tc give as much
ieg cf the major intermaticral insurers and

s especilally as these quasi-transnaticnal

g a very important part on the markets of the
reingurers are increasingly in evidence,
insurance companies or through the
"off-shors" type, whose sole objsct is o

in|
G
al

pTOVlde cover for major civil eﬂgineering works, industrizlization projects and the

exploitation of paiural rssources (017

Formation of foreigh-dominated mixed ¢

in cartain developing regions.
ompanies

the formation of the Ira
with t

8. In Iran,

ﬁP?‘D+1 a1t haa hean "?'.‘DO"”’V‘PH

C}\}"l

n-American International Insurance
he narticimation of +the American International

ool bty

bznup, which ig said fo be operatlng in 135 different countries, and of local firms,

The Royal Insurance Group (Uni
Hafez Tnsurance Company under Iranian

taken & 20 per cent share in the capital of a

a British firm of brokers, has joined

ted Kingdom)

is participating in the formation of the
Camwerclal Union (United Kingdom) has

law. /
= local company.

Stewart Wrightscn,
with local interests to form Iran Inco Ltd.

Another British broker, Bland Fayne, which already has 19 agencies in the Middle
Bast, hag alsc participated in the formaticn cf a new brokerage company in

asscociatior with Iranian investors. A

is participating in the formation of Gras

Continentel Insurance of New York, the
an Iranian business group have Julmed

gimilar case is that of Gras 3avoye, which
cavoye Iran. In addition, the

Royal Insurance Company (United Kingdom) and
together to set up a new insurance enterprise,

the Dara Internatioral Company, in Teheran.

5%. In Egypt, the Arab International_lnsurance Company has been formed at Cairo
by presidential decree. DBesides Misr, the largest Egyptian insurance enterprise,
participants in the new company include major insurance groups of the United

Xingdom, the Federal Republic cof Germany, the United States of America, Italy,
dapan, France and Switeerland, as well as the Arab Investment Company,

Insurance Organization of Irag and three Kuwaiti insurance compan;es. The new

the General

company is to operate in the Egyptian Free Zone and in neighbouring Arab countries.

a ]

-

Begides the intzrnational
has links with the financing and investment subsidiaries of the Misr company in

Tran, S5audi Avabia and Kuwait, There is some evidence that its insurance activities
in the Egyptian Free Zone are neither its only, nor its most important objsct.

&C.  In ths United Sveb Imirstes, the British company, Ceneral ﬁ””‘”r“‘, is
orerating LLTCUgﬂ an agency at Dubal. Anocther British ccmpany, Prudentisl

: to have toler sharvso in o locoal enterrrizo, ths feion Ingums

D S e ..vg.a LB @il o EVa

ations sgtahlighed through its foreigh sharehciders, it
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cf Dubai, in order tc use it as a base for operations throughout the Middle East.

The lattier company was formed a few years ago with the participation of a large

British firm of brokers. 4s regards the new participant (Prudential), it should be

noted that since being ne longer on the Arab boycott list, which prevented it from

operating in the region, it has been successfully exnlorlng the possibllities of
- . g

astablishing 1tsslf in Sevdi Araciz and Uman as well. :/ An ageocy of Legal and
Ceneral has been szt up in Dubail, which is beli eve to be iptended to handle
tusiness done well beyond the fTDDu' arg of the host country. The same appilies te¢

a company formed at Rasal Khaimalun in the Gulf Stdtes with the co-operation of the
Londen market, which will serve as a base for crerations throughout the Gulf area.
61. In Venezuela, the Reaseguradora Intermacional del Orinocco has been formed.
Besides local companies, some of which belong %o known groups (Muevo Mundo is a
gubsidiary of Generali of Italy and Primera Holandesa belongs to the Dutch Ennia
group, the shareholders include the oldrestab‘ished Skandia (Sweden), Munich
Reinsurance (Federal Republic of Cermany) and Employers Reinsurance (United States
of America). 2/ According to the Chairmsn of Lloyds of London, foreign reinsurance
cover for Petroleos de Venezuela will require the combined capa01ty of all the
world's insurance markets. There is tallk of a total cover of U3$20 or 25 billion,
which an earthquake, for example, would be enough to endanger to a terrifying extent.

62. In Meiasia, Hogg Hobinscon, the London brokers, are participating in the
formaticon of & local brokerage company, Albar & Hogg Robinson Sdn. Bhd, st Xuala
Lumpur, A similar desvelopment has taken place ov the initiative of Bland Payre,
another British broker., Royal Insurance is setting up in business in the country
in asscciation with local interests., On the other hand, four subsidiaries of the
People's Imsurance Company of Pekin have withdrawn from the market; they informed
the national authorities that "they no longer wished to compete" with local
insurers. Their activities will be confined to settling liabilities outstanding

on 1 Janmuary 19773 new business will be transferred to lccal enierprises.

63. In Tunisia, the provisions of 31 December 1974, ;Q/ establishing a minimum
turnover of K/00,000 dinars for companies wighing to keep their licences, have led
to the nominal withdrawal from the Tunisian market of meny foreign ccmpanies,
particularly French ones. Soms of these have regrouped and associated themselves
with local firms to form new companies under Tunisiap law, such as the Compagnie
Méditerrandenne d'Aassurances et de Réassurances, in association with Assurances
Générales de France; the Groupe des Assurances de Tunisie, in asscciation with
the Groupe des Assurances Naticnales, Secours, and Arabia (Lebanon); the Compagnie
d'Agssurances et de Réassurances de Tunisie, in asscciaticn with La Préservatrice,
Mutuelle du Mans and Mutuelles Générales Frangaises; and the Thaman Union
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d'Agsurances et de Prévoyance, in asscciation with Union des Agsurances de Paris.
Oter firms have cedeld their portfolics 4o local companies:  the portfolisg of
Zirich and Yoncisre have beern ta ! ’ '

Union by STAR; COMAR ( 1f an

portfclics of Unicn :

group, There are 1 :
sharehcelders in Tunisian

4. In Zambia, Japanese investors are £

of an insurance company. Thelr particip

investments 1n other key sectors of the

industries).

65, Ameng the hrokers and ingurance companies recenily established in Saudi Arabia
the following are mentionad: J.H. Minet, Bland Peyns and Zedgwizik Forbes of the
United Kingdom; Na*sh & MuLeﬁnan Inc. of the United S4ates of America: and
Allianz Lebensversicherung AG of the Federal Republic of Cemmsny. 4 new company,

Al-Alamiya, managed by a well mknown Americen ipsurance man aud heving brenches at
Jedda, Riad and Damman, has been formed under the augpices of United States

companies, In addition, the Hed Sea Insurance Company has aiso been sstablighed;
its capital of 13 millicen rials was put up by various naftional invegtors, who

retain 6C per cent of the shares, and by foreign insurance and brokerage firms
(Fireman's Fund of the United States of America, C.T. Bowring of the United
Kingdem and Dowa Fire and Marine of Japan). This company is said 7o be registered
in Hong Kong; but itg activities are centrsd in Saudi Arabia and other countrisg of
the region., The Baudl United Insurance Company, another new concern, has begun

tdy

business in the end marine branches with a capital of $1.9 million: bESLdes
Saudi investors, ilbs capltal ils shared by the Compagnie Sulsse de Réassuranc

the Bdlcise insurance company (Switzerland) wri Commercial Toicn (United Kin gi
Commercizl Union has appcinted one of its leading specialists to the post of
assistant general manager of the rew company. Ceneral Accident (United Kingdom)
hag opened an agency at Damman., National Union Pire (United States of Americae)

has been regisgtered in the country tc handle American business and to serve oniy
Upited States clients sstablished in the country. American Life; ancther United
States company, which ig 2 member of the American International Group, maintains an
agency for the sale cf life assurance. The expansion of the industirial zome of the
Port of Jubail in Saudil LAyabia ia fairly typical of 2 situation which is spreading.
This is the largest civil enginesring project undertalken in the Middls Zast; it
will cost UBEL billicn and ig sxpected o taks four years to complete. Trade
journals say that a London Lroksr had tc be called in to initesrest 2ll the major
international markets in covering the project.

€6, Iv Singapcre, Sedgwick Forbes of London is orening a local brokerage compaby
with participation by national investors. In awnouncing this news, the parent
company stated that the extension of its business to Singapore was "part of the
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group's strategy of bringing interpatlonal insuravce and relnsurance services direct
to the world's developing areas. It follows the establishment of six offices to
serve the Middle East", 12/ Iondcn Guarantee & Reinsurance, a subsidiary of the
Phoenix Agsurance Group, has opened a regicnal office to conduct opsraticms in the
Far Bagt znd South Bast Lgia, Ite gersrel manzger gaid: Wlhig ig our first cffice
abroad,; and we see it as the reginring of a planned nstwork of oversesas service
crgaﬂlzat¢ons.” 13/ The Munich Reinsurance Company has been aubhorized to do
busiress. n the other hand, three Britfish companies have withdravn from the

market.

7. In the Ivory Coast, La Préservatrice (France) has formed = local company
called the Société Africaine drAssurance et Réassurance. ILa Préssrvatrice has also
takern a share in ar enterprise in Guatemsla.
8. In Gabon, L'Union des Assurances de Peris has opened a subsidiary under the
name of Union des Assurances du Gzbon. Gabonese interests hold 17 per cent of the
regigtered capital, This company, which has taken cver the portfolic of UAP, will
be the second largest on the Gabonese market, the largest being the Société
Gabonaise dl'Agsurance et de Héassurance, in which three French companies hold

37 per cent of the sharea,

69. 1In Papama, Storsbrand, a Norvegian reinsurance company, has formed a company
under national law {Altha ﬂomrahla de peMegu“cw tc serve asg an cperationzal btase
for the parent company throughout the Latin Americar region.

7C., In Brazil, Assurances Géndérales Trangaisss hag & 10 per cent shars in a
Brazilian com@aﬁy which is %o help develop Iorﬂlgn inveatmenss in the country in
new sectors. The Gerling Group (Federal Republic of CGermany) is cesociated with
cne of the lesading national companiss.

71L. United States brokers have recently established themselves in Mexico: they
are represented by local agents and it is believed that their main business is
insurance of the risks of United States enterprises egtablished in the country
although, in principle, such practices are illegal there., It may also be ncted

that the sale of insurance is reserved by law for individwal agents registered

with the superviscry authorities.

72. In Nigeria, the law authorizing the State to acquire a substantial proportion
of the capital of foreign insurance enterprises established in the couniry should
have a substantial effect on the structure of the market. It has been pointed out,
however, that every insurance office in Nigeria has international links of one sort
or another with major irternational reinsurers or reinsurance consultants whose

headquarters are in continental Europe, America or the London Market. 14/ It is
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also reported that Stewart Wrightson Ltd., internaticnal brokers on the Londeon
market, have formed a wew trokerage company in agscciation with IMigerian and
West German inferests. The chief purpose of the company will be to develop th
considerable vusiness already belng done in the country individually by each ¢
the participants,

e
o
L

I lzes in marine insursance,

7%, In Sexegel the Netionale dilssu 25, gpeciall !

has bheevy formed in co-operation with compamies on the French market, The largest
company orerati ng on the marke® (lutuelle Générale Prancaise, has become a company
under national law (L!'Entente Sénégalaise).

T4. Lastly, thie chapter would ve inconmplete without a reminder of the
developments in Burundi, Lescotho and Hwanda, which were mentioned in paragraphs 4
and 5 of chapter I.




T/B/C.3/141
page 19

Chapter V

REGIONAL CO-CPERATION BETWIED DEVELOPING COUNTHIES IIN THE FIRLLDS COF INSURALNCE,
BEINSURANCE AND VOCATIONAL TRAIVING

5. While the first half of the 1970¢ was the v during which naticonsl
insurance indusiries were set up in nearly all the devsloping countries which had
previously had nons, the main feaiture of the second half seewms to ke the Initiztion
and ﬂﬁ*nﬂm”f‘ﬂimn of regionel and sub-regionnl craticn, For the developing
countyies have reslized that what they could not yet dc at the national level
because of the small scale cf their demestic insurance marleets, could be attemptied
on the mueh wider regional scale. Thus z large number of prejscts have teen
initiated, covering normative activities (co~operatlon between insurance supervisory
suthorities), operationasl activities (formation of regional enterprises), and
vocational training in insurance.

A Co—operation between insurance supervisory authoritiss.

76, Central America: In July 1976, the Consejo Centroamericanc de

Superintendentes de Bancos, Seguros y otras ingtitucicnes financieras was officially
established. Meetings and contacts had previously talken place between the
authorities voncerned, at which they had been able graduzlly to work out the main
cnmrﬂcterlstl“ and functions of the new institution. The idesz had in fact been

put forward at the Round Table of Latin American insurance supervisors organized

by UNCTAD in September 1974. 15/

77. Andean sub-resion: m the initiative of the UNCTAD secretariat and with

the co—operation of tThe Junita del Acuerdo de Cartagena, the sunervisory authoritfies
of Bolivig, Colombia, Chils, decuador, Peru and \enezuelﬂ met at Lima in

October 1976. Among the subjects discussed were co~operation between supervisory
authorities in the gupervision and control of insurance; co-operation toc strengthen
the subwregional markets measures to establish nermanent co-operation between the
supervisory authorities, with the object of making recommendations on insurance
policy to the competent organs and studying supervision problems reguiring concexrted
action. Imeng the recommendations made zt the meeting were: (a) o establish
pexmanent co-nperation hetween the sunervisory suthorities of the Andean

sub-resion, with regular cnd systematic exchanges of information: \b, to contribute
to education and veocational training in the insurance sector and suppeort
gub-reglional arrangements suvnlementing effcrts made at naticnal level, giving
gpeclal attention to the training of technical staff for the supervisory organs;

{¢) o support and stimulate the exchange of business between insurance

enterprises in the Andean region by preferential treatment of reinsurance cessions
made there; and {d) to study matters arising from the insurance of transport
cperations within the region and co~ordinate a common policy on problems of

mul timedal +-n-1psﬁr\~r--t__
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Sunervigicn accentuated its pu LIrica 1 aftey th a¥i
France ;éf by transferring its permanent secretariat from Faris to Librevills
(Republic of Gabon).

79 Asia: At its Fifth and sixth ssssions tivaly, ths
asian Agsociation of Insurance Commsissioners > matters, tie
elaboration of 2 wiform gygtem of ingurancs exchanmreg of information
on national systems of export credit insursaice, preparztion of mortality
tahlez. The exchange of information held an the sol v criteriz anpliled in each

country aroused cuns¢dgrcole interest and it i hat varviouvs ideas containsd
in national reports have heen used 1o advantage by cther countries.

8C0. -South—-east Asiaz: The aupervisorj authorities of the mewber countriss of the
ldasociation of South—east Asien Nations (ASEAY) met officially for the first ime
at Manila in Septewmber 19;3. Nepresentatives of Indonesia, Malaysia, Philippines,
Singapore and Thailand were present, and agreements were concluded on a numbher of
activities connected with sub-regional co-operation. It was recommended, in
particular, that (a) esch member country should increase exchanges of informaticn
and experience in order to improve the efficiency of its national insurance
market; (b) member countries should promete regional projects designed to
strengthen national markets; (c) member countries should take measures to
nrovide vocaticrnal iraining zt *hs national and wegicnal levels; {a) grester
knowledge of thelr regpective markets should be promoted, for which purpose =
committee was set up; (e) exchanges of business Dbeiween companies in the
sub-region, showld be increased; to this end at least one company in each member
country should be allowed to operate in all the other countries on a basis of
reciprocity; and (f) regional mortality tables should be drawn un.

8l. QCaribbesn: At a meeting in May 1975, the Standing Committee of CARICCH
Ministers of Finance recommended that a Working Party consisting of govsrnment
representatives should he set up to suggest measures for strenthening nationsl
insurance markets and improving the structure of supervisory organs. The

Working Party is alsc to consider the necessary measures for esteblishing a sub-
regional reinsurance company. Meeting in November 1975, it recognized the need

to harmonize the different laws on insurance in force in each of the countries
concerned, o adopt supvlementary common measures and to meke the various forms of
supervision applied in the sub-region more effective. The aim is to adapt the
legislative and suvervisory systems to the economic and sccial needs of the
sub-region. Particular emphasis was placed cn the need to adopt uniform criteria
for fixing the solvency levels of enterprises, representation recuirements for
registered capital and free funds and the evaluation of assets and li=bilities, on
the adopntion of a unified system of statistics and on arrvangements for closer
co-operation betwsen the supervisory authoritiss of the sub-region.

16/ See document TDfB/C.B/iZZ/Supp.l, paragraph 93.
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3. Intergovernmental co-operstion in insurance onerations

82. The two maln events in the ¢perational sphere were undoubtedly the formation

of the African Reinsurance Corvoration (ATRICARE) and its Asian countexrpart,

the Asian Heinsurence Corporation (ARC). Thess are both regional intergovernmental
Instituticns intended to centralize and retain in thelr respective regions, panrt of
the insurance business hithertc ceded {o foreign "intermational" insursrs.

As official co-reinsurers, the two regional institutions, while aligning the

ma
with the lesding wnderwriters as regards the ferms and conditions of eazh trea
will participate in providing cover and contribute tc the development of the
national insurance markets in their regions, thus giving reinsurance operations
an even mcre intermational character than in the past.

83, The structure and mode of operaticn of these ftwo regional reinsurence
ingtitutions are very similar. The govemrnments of countiies whicl are members
either of AFRICARL or of ARC undertalte to give them at least 5 per cent of thes
reinsurance business ceded zbroad in the form of reinsurance ireaties. It is
also hoped that sach ceding company will spproach AFRICARE or ARC, according to
the region, to cede cpticnal reinsurance. These two institutions,eaob of which
will have a uminimum registered capital of § 5 million, are due to start effective
operation at the end of 1977. AFRICARE will have its headcuarters at Lagos, and

ARC at Banglkok., 17/

84. ALs regards intergovermmental regional co-operaticn, attention should alsc he
drawn to the Round Table meeting held at Yaoundé in November 19756, with a view to
introducing in Africa south of the Ssharz an international iasurance card system
for motor vehicle third party insurance, similar to the Buropean "green card" and
the "orange card'" of the Arab countries. The Round Table, which was organized by
UNCTAD with the financial support of the Swedish International BDevelopment
Aduthority (SIDA) and assistance from the Government of the United Republic of
Cameroon, highlighted the real need for such z system by emphasizing the econcmic
and social advantages which all countries scuth of the Sahara would derive from it,
UNCTAD was requested to prepare a draft convention establishing this inter-African
card and to convene, at a suitable date, a conference of plenipctentiaries to sign

the instrument.

C. Co—operation betwean the insurance markets of the developing countries

85, Arab countries: A4t the tenth Congress of the General Arab Insurance
Federation, held at Tunis in 1975, co-operation between the different markets in the
region was again strongly advocated. lost of the subjects dealt with at previous
Congresses were taken up agein, studied more intensively and expanded. These
included the application of = more intensive policy of retention of premiums in

the Arab region, the creation of joint technicsl facilities for insurance and

the development of Arab technical training, An insurence institute which will

give instruction in Arabic i3 in prccess of being established et Xhartoum. The
Arab single insurance card asystem designed tc faeilitate the movement of moior
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vehicles through the Arab eountries, was officially introduced on 25 April 1975.

In addition to these achievements, the Congrsess alsc drew up an insurance project
covering the institutions esiablished with joint capital supplied by the governments
of countries in the resion. In mrincinle, these institutions will be insured

with nationsl compenies belonging to Arab countries vhich participated in their

T

-
establishment.

86, The Congress dsvoted its attention mainly 10 the underwriting and retention
n the region of risks located there. The basic aim is to tzke advantage of a

scale compatible with the capacity of the Arab countries, without endangering the
technical balance of their insursnce markets., 4&As the Chairman of the Congress
gaid, the object is not "to form a sort of bloc which would ohatruct sound
interneiional co-operation', but to develop hitherto wnexploited national and
regional rescurces. This calls for a dynamic spirit of co-operation and a new
strategy. A market on which over 60 direct insurance companies and more than
eight reinsurance companies are operating, and on which the volume of premiums will
soon reach § 1.5 billion, ought to have a strategy of its own'.

B7. '™me Caribbean: At the fourth session of the Ingsurance Association of the
Caribbean, very precise objectives were defined, which will later be the subject
of negotiations with governments and the sub-regional infegration organizations
(CARICGI). ‘hese objectives are as follows: {a) that national companies of any
country or territory in the sub-region be treated on the same footing as the
national companies of the countries in which they cperate; (b) that the
supervisory authoritiss of each country or territery in the sub-region accept

the validity of the supervision exercised in the country of the sub-region in which
the company has its head office; (c) that the initial deposits of companies

be made with a single regicnal institution, such as the Caribbean Development Bank;
(d) the formation of a regional reinsursnce company is considersd to be of vital

importance.

88, Latin America: Among the subjects discussed at the fifteenth session of the
Federacidn Intersmericana de Emprosas de Seguros (FIDES), held at San Salvador in
November 1975, were (a) the adaptation of insurance services to consumers!
recuirements; () the new regulations to be applied to insurance activitiss;
(¢) the relations of insurance companies with society and improvement of the
professional cualifications of persons working in this sector; (d) co-operation
between companies and the co-insurance and reinsurance links between them.

89. With regard to the last point, a great step forward seems to have been made,
thanks to the Protocol of Bogotd signed by the leading enterprises of the region

in 1974. These enterprises undertook to 'give preference to reciprocal business
before ceding {reinsurance) %o other markets" and sc to co-ordinate such business
that "by the year 1980 the capacity of their respective markets will be used to

the waximum”. In order to attain this aim it was decided to hold, every year,

a "Latin American Reinsurance Negotlation Week", which would be like =z great market,
where insurers would have an opportunity of meeting each other and discussing

v s Bttt
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conditions for the insurance operations accented and ceded., The first of these

neetings, orgenized by the Reinsurance Institutes of Drazil, wes held =%

e de Jgnelro in MNovenber 1975. The Négotia+ion Week has already proved a

very real success, 1f only Decause 1t has facilitated exchanges of information

on countries and companies, which are zn essential factor for mutual understanding
nd integraiion in a syster of reciprocsl insurance operations.

20. Africa: The African Insurance Conference held two sessions: one at Lag

in 1975 and one at Casablanca in 1976. The subjects discussed covered practi

all aspects of regional co-—operation in insursnce, including mginess relzaticn

between the various Africen marketls and their reciprocal trade. Other dsvelopments

in Africa, of more limited geographical scope, but backed by great determination and

encouraging pogsibilities, concern the enterprises from Gambia, Ghana, Literia,

Flgeria and Blerre Leone, forming the West African Insurance Consultatlve

Association (WAICA), In additicn to what it has done in the vocationsl training

sector, WAICA is engaged in popularizing insurance services hy the introduction

of commen commercial and technical practices. Ancther cbjective is the promotion

of reinsurance tresties between member companies. TFriority is also being given to

changing the werding of insurance policies and the actual types of cover

(both inherited from the colonial past) and their adaptation %o the mentality,

needs, ltinds of risk and savings potential of the locel populations.

1ly
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91. Before concluding this section, mention should be made ¢f a focrm of
ce—operation which is inter-regional in chezracter. This ig carried con by the
Federation of Afro-Asisn Insurers and Reinsurers (FAIR), which held its fourth
General Lssembly at Kinshasza in June 1975. At the end of that year the crdinary
members of FAIR included 55 insurance and reinsurance companies established in
30 African and Asian countries. The maln operaiionsl activity of FAIR is the
management of an Inter-regional Pool accepting cessions from African and Asian
markets, which it redistributes almost entirely on the same markets. Since
beginning its operations in January 1974, the FAIR Pool has enjcyed a remarkable
growth rate and highly satiasfaciory technical results. It is managed by

"{i111 Reasiirans” of Istanbul.

b. Regional co—operation in regarxd to training

92. Regional co~operation in education and vocational training is exemplified
by the continued activities of the Inatitut Intermational des Assurcnces, of
Yaound%___/ which have now reached a very satisfactery regular cempo, and the
work of the Asian Insurance Institute, of Manila which, although given a national
gtructure by the host country (Philippines), has been recognized as a regional
training centre. Other less permanent activities having cuite different aims are
those of the Bducation Conference organized in Nigeriz by the member countries of
the West Afiican Insurance Consultative Asscciation (WAICA). There are also some
grouns of countries and organizations, both intergovernmental and nen-governmental,
vhich concern themselves with training and have held meetings to lteep member
countries informed of the latest developments relating to insursnce. This applies,
among othcrs, to Iran, Pakistan and Turkey, which belong to the corganization kuown
-1 b "!4.}_ -

- + . : . i n
8 Reg 10N nal f‘ﬁ-—hpcr”‘h on for “mmlcpmenu, of-which the Insursnce Schiool at Dehersn

is th, only institution of its kind in that part of the world.

18/ See document UD/B/0.3/1 Supm.l, parogranh 95,

- &




TD/B/C.3/141
page 24

Onov 11,531 T’T

Tam

FEDLACTTONS OF TNSITRA TREMNS TIT THE DEVELOPING COUNIRILS

935, ‘The everts recorded in the yprevious five chapiters clearly unow that during the
1975-1976 perlqd undev review, the insurance markets of the develouning countries

nade progress tovards cconsolidation and esta ;shed themselves as efficient gectors
of the national econcmy. The fears cxprassed in gome ouariters thet the develoning

technical and difficult as

countries would nsver te abl v hnical and

insurance have proved gro ave, of course, been cases in which
local markets have uad tc face, or are still ?ngﬁh~, critical situations, but
thege situations are only iransitory and zenerslly contridbute to the correction

of past mistakes. It has also been found that the establishment and strengthening
of national insurance markets heve not impeded the pursuit and development of
international relations in insurance, snd especizlly in reinsurance, which is
becoming the main linlk between the traditional insurance merkets and those of the
third world.

[
[¢]

1.
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94. Despite these optimistic findings, in some developing countries the pro~ress
of the insurance market is tco slow in relation to real recuirements., There are
many chstacles tc were rapid and effective progress in this sector; they generally
fall intc one of the following two categoriss:

(a) Chstacles and impediments dus to defects inherent in certein insurance
mexlcets in developing countries:

(v) Ovstecles ond impediments resulting from a negative attitude or certain
oostructive acticn on the part of foreign interssts vis-a-vis these

countries.

A, Inadequacy of insurance supervisory services

©5. Among the obstacles in the first category, it must be poinied out that

in some countries the lack of any effective supervisory body to enforce what may
be perfectly sound lavs and regulations, is sometimes liable fo cause sericus
dislocation of their markets. t has also been observed that in technical and
financial matters some supervisory authorities are unduly dependent on

the enterprises:; all initiative in regard to supervision is left to them, with
the result that the superviscry crgan hecomes the "satellite" of the sector it
is supposed to supervise.

96. The consecuences are sometimes extremely serious. This is the case, in
particular, when the authorities have no effective me f sxercising the
necessary supervigion and putting a stop to the direct cing of insurance abroad,
Agein, they are sometimes powerless o prevent the investment of fechnical
reseryves abrcad, a practice which is controry to most insurance laws and invelves

large sums, vhich it is difficult for the authorities even to estimate. Iaintensnce
- .

of the financial balasnece of PHUQTD”lSQ“ is also one of the provlemag in this categoxy.
njoining these nternrises by law to » thelr ressrves cannot rewove the

real ¢ of the 108, L8 SO0k s onersiional aatures  fox

example, insufficiency of premiums iu relatica to 1i ematic under-egtination
of regerves and zhent o Troudulont nan
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27 . 11llled and experienced technical staff on the

super often the cause of these di rather vhan
inad edminigtrative provisions, ie lack of

tec BT, THSTS &T& 1338 dedtbe o the

guho ang in zome ¢ i ] gans hgve

gom will of thes insurance ente ¥ were supncoged
to avoid conflicts which might ha gersd the
.support those enterprises had given them. This phenowernon has assumed serious

proportions, pariicularly in counfries where the insurance industry has cuite an
influence on the Government, and is therefore in z position to haVe such conflicts
interpreted s being contrary tc a libersl policy pursued in the public interest.

- @ . . . , . o
2. Some sigsnms of cartelizaticn of foreimm reinsursnce
Zeme S1Ahe of 2 L Pa 107 LG

98. Among the impedimentis in the second catfegory, there are a number of cases
of internal agreemenis between international reinsurers. The fact that the
insurance enterprises of develeping countries ars obliged, in order to safeguard
their balance, to relincuish part of the risks to reinsurers in developed
comtries, gives causge for concern vhen these veinsurers are in a position to adont
a cartel policy. IZ such & policy wers adcpted, 1t might present certain dangers
for insurers in dcveloplqg ceuntries, who depend lb&VllV on foreign reingurers

t0 establish their technical balence. Un the other hand, therse cen be no deubt
that this pelicy might drive the developd courntries tc maks common cause and
vesort to the pessivilities of reciproc: ever, vhich are far from heving

een raticnally exploited hitherto.

18}

39, This situetion ~ which admiitedly has arisen only rzrely so far - has talcen
the form, for exzmple, of agresments 1 tigen interrnationzl reinsurers limiting

the cover for certeoin disasier risks in varicus developing co un‘rlﬂsg
narticularly in Central America., These agreements have a coercive effesct on
the ceding insurance companies, which have o leave nart cf the risks w1thout
cover 1f they wish to continue to be covered by thelr reinsurerg. Thers are
certain indications that this situation has also arisen when agricultursl
insurance programmes have been drawn up. UHo long-term planning has bteen
possible in this sphere, because the international reinsurance market has
collectively imposed rogtrictions, based mainly on agrecments bedween the
companies congtituting that market.

C.  Insurance placed directly abroad

v fheel

100, Despite all the efforts made by mest developing countries, insurance

husiness placed directiy abroad is continuelly increasing. This illegal inflow

of business 1s generally tolerated, or even encouraged, by the authorities of

certain receiving countries, particularly when these countiries exempt the

preniume cayable from the texaiion which would normally be levied if the risk were

situated in thelr own territory. The difference con e as much as 30 ver cent

cr more of the amount of the premiums., This ig 2 discriminatory meassurs which

encourages investors, esnscially these in deveioped countries, to call on
i Rl = 5 0 2 P
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on of non-authorized foreign companies ig lmposged
ea during financial and commercial negotiations between
d that advantage is often taken of these negotiations
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101, Moreover, the operations of transnational companies continue to have

massive cover in the ccuntries where their head cffices are situated, at the
expense of local insurance markets. There is reason to believe that, at the
first stage, cover ls provided entirely by centralized insurance at the companies!
headcuarters. TIrom this cover are progresgsively deducted the guarantees which
must be provided locally under the law of the cocuntry in vhich the transnational
company is omerating. I'or reasons of econcmy and horizontal links, it is
arranged that this latter glcbal cover - generally lknown as "umbrella" or
"difference of conditions" ~ shall be as extensive as possible.

D. TForeign warticivation in local insurance enterprises

102, There are now many countries in which foreign insurance enterprises nay
only have a wincrity share-holding in national firms. This rule has often
resulted in branches and agencies of foreign firms entering into an association
with public or private irterssts in the countries where they overate. In some
countries this tendency has appeared even without any lsgal compulsion.

It is generally considered to be a positive trend, which has a favourable
influence on the structure of the markei; for this dces indeed become more
efficient when foreign agencies, which are generally numerous, disappear from
the market or merge tc form a smaller number of naticnal companies.

103, In principle, therefcre, this tendency towards "lccalization" suits all

the parties concerned. The developing countries henefit from continuity in the
insurance gervices hitherto offered on their markets, which grow more complicated
as the guarantees provided are sxtended and become more complex., The foreign
companies continue to be asscciated with the business they introduced and to
derive profits from it; and association with national interests, sometimes
linked with local banking and indusirial groups, often gives them access to a

new potential scurce of business which further increases their volume of

nremiums.

104. Nevertheless, the intervention of foreign companies, as described above,
often has negative aspects which should be mentioned. In particular, when
national companies with foreign participation are called on to take decisions

on such vital matters as nlanning snd negotiation of rates for reinsurance, there
are many indications that these decisions do not alwvays escape the influence of
the foreign shareholder, who, although he has only a minority holding, imposes
his will on the company. In fact, there are cases in which the main object of
such foreipn pariticipation is to obiain reinsurance business from the subsidiary
company and to ensure that decisions concerning such reinsurance are not talen
independently. Hence it is not surprising that foreign companies readily accept
these "localization” measures i1f they do not seriously reduce the former flow of
frreen the narvent company and its agencies. :

et o as e
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£. Incressing interveniion of bvanks in insurance

105, In several developing countries, besides the effects of wveriicael integrstion

digcouseed chove, there are e¢ffects produceld oy the lncreasing periicinasion

of lecal banks and cther finencizl ingtiftuticns in the cwnewship ond management

of insurance enterprises. This devslopment is verticularly ssricus in certain
onditions on the insurance market are rapidly

countries, where comnetitive c

deteriorating. In Brazil, for example, seven of the ten leading nationsl companiss

-— 1.

are now directly controlled by banks, and half of the 20 leading firms are in a
similar dependent position. Under these conditions, the cradit institutions are
in & positiorn of strength, from which they can bring pressure to bear on
borvovers te make them talke out theilr insurance with particular companies.

i H 1 4 tr
fhese "pank insurance companies” thus have =2 ¥

many linds of insurance
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F,  Obstacles due to inadecvacy of technical assistance

106, In addition to the obstacles to progress described above, due either to the
nature ol the lnsurance markets in cexrtain developing countries or to the
activities of forveign insurers, there are z2lso cbefacles due 4o definit
inadecuacy of the tachnical asgsistance available internationally, in particular
that previded by the United Fations. In their efforts to restruciure znd
ilmprove their naticnal insurance markets as recommended by UNCL'D, o relatively
large number of develceping countries have zppezled to the UNCTAD sescretariat
for the fechnical assistance needed to carry out their projects. Unfortunately,
in the great mejority of cases, although UNCTAD has mede every effort o set in
motion the procedure by which TIDE cr cther doncrs release *he fands needed to

o

finence technices 1 assistance, these funds have nct been fortihcoming.

147, There are two rsascns for these setbacks: first, the total funds made
avallable tc develoning countries by UIDE end other donors are generally too
limited; sgcondly, insurance is hardly ever a priority objective on the various
national and regional technical agsisgtance programmes. While the first of these
reasons, although regrettable, is a real obstacle, the second is based on a
gerious mlsunaersuandlng. For there zye few economic sectors in which
relatively inexpensive technical assistance can produce such bkig results as in
ingurance. Deing essentially a service indusitiy, insurance ig based almcst

exclusively on technical experience and know-how, and a small contribution 27 ine
latter thus zcts as & catalyst, and may have cuite spectacular results.
108, Vhen the UIICTAD secretoriat is recuested to initiate a technical assistance

nroaeo+ for insurance, it begins by draving up, ftogether with the governments
concernad, an lnventory of assistance needs and a long-term programme of action.
Then a fo"m vl request for assistence is submitted to UNDP on behalfl of the
governments concexned and with their support: it usuzlly calls for the sexvices
of an expert and the financing of an in-service tralning programme. ILven in the
unfortunztely %00 numercus cases in which TMDP redescts = recuest, the preliminary

vorlk done by the UNUTAD secreta rlat is not wi hout zffect, since the programmes
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geldom bren possibla to achieve the finel obuject of such efforts.
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109, In conclusion, it s ems that the present difficulties in cobtaining
technical assistance fu* ingurance derive from a mistaken ides that ald should
be concentrated in certain economic sectors considered to deserve priovity. 4
centrary idea, much more in keeping with the spirit of globkal economic and social
development, is that even if available resources are limited, they should b
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ecuitably shared out so thatl the sservice gector (%o which insurance elongs, can
e o

also benefit from -them. A harmonious development of the various economi
sectors would then eliminate hottle-necks and delsys in activities which may
perhaps be marginal, but which have a special effect on financial circuits, the
walance of payments and the economic and sgocial development of countries.



