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Insurance underdevelopment in ME & CA: I
Low Penetration and Density Rates (2005)

MENA Insurance Severely Underdeveloped with one of the 
Lowest Penetration & Density Rates in the world (2007)y ( )Lowest Penetration & Density Rates in the world (2007)

Source: Swiss Re, Economic Research & Consulting, sigma No. 3/2008



Insurance Penetration and Density 

Insurance penetration and density- by Sub region
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1.03% Insurance penetration (0.87% Non Life and 0.17% Life) compared to 7.5% worldwide 
US$ 41 insurance density against US$ 555 worldwide$ y g $
GCC represented the highest insurance density

Source: ARIG 2008



Regulations and Associations in the MENA 



AFIRC – Hawkamah Task Force on Corporate Governance 
for the Insurance Industry Objectives:for the Insurance Industry Objectives:

1. To undertake a corporate governance assessment of the

i i i i i A b iinsurance sector in participating Arab countries

2. To develop an Insurance Corporate Governance Policy brief

i l di b h i l i d “T k f l”including both conventional insurance and “Takaful”

3. To develop a corporate governance framework &

id li f th i tguidelines for the insurance sector

4. To build the corporate governance capacity of the industry

5. To provide the sound basis for the development of the

insurance industry
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AFIRC, Hawkamah  and partner FSVC, launched 
Regional Task Force Regional Task Force 

1. AFIRC-Hawkamah MOU Signing (April 2007) √
2 L h f th T k F (M 2007) √2. Launch of the Task Force (May 2007) √
3. Design the Survey (May 2007) √
4. Collect and Analyze the Data (Sep – Oct 2007) √
5. Draft the Policy Brief (Nov 07 – Feb 08) √5. Draft the Policy Brief (Nov 07 Feb 08) √
6. 1st TF Meeting for Guidance on Policy Brief (March 2008) √
7. External Consultation(April 2008) √
8. 2nd TF Meeting to discuss the Policy Brief (Oct 08) √
9. Presentation of Policy Brief to AFIRC members (Oct 08) √
10. Finalize Policy Brief (February 2009) √
11.11. Launch of  the Policy Brief (March Launch of  the Policy Brief (March 20092009))
1212 Dissemination and ImplementationDissemination and Implementation12.12. Dissemination and ImplementationDissemination and Implementation



Policy Brief on Corporate Governance for Insurance Industry

Contents:
Executive SummaryExecutive Summary
Introduction
Broad Principles of Corporate Governance and Its
Particular Importance to the Insurance IndustryParticular Importance to the Insurance Industry
Main Issues for Reform in MENA Corporate Governance
Recommendations for Regulatory Commissions and
Insurance Companies Committed to Good CorporateInsurance Companies Committed to Good Corporate
Governance
Observations on Shari’a-Compliant Insurance
Next Steps in Implementation of the Policy Briefp p y



Common Characteristics of Insurance Companies in 
MENAMENA

L k f id h CG ti h ld bLack of guidance on how CG practices should be
implemented
Audit Committee - Only mandated Committeey
Ownership Structure: FOES/SOES
Lack of executive succession planning within FOES
L k f Di lLack of Disclosure
Need of skilled Board members with financial services
industry knowledge
Shortage of Actuarial Services



Main Issues for Reform in MENA Corporate Governance (1)

Commitment to good CG practices is perhaps the single most
important element of effecti e implementation and complianceimportant element of effective implementation and compliance

A uniform definition of what CG entails must be agreed upon
before CG can be in place and operative throughout the MENA
region

70% f d t i di t d th t CG d i l70% of respondents indicated that CG deserves special
attention in the insurance industry.
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Main Issues for Reform in MENA Corporate Governance (2)

Legal and regulatory systems must be brought into greater
harmonizationharmonization

85% of respondents indicated that it would be desirable for
their countries to develop CG principles that exclusively, or
mainly, focus on the insurance industry
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Main Issues for Reform in MENA Corporate Governance (3)

Need for Qualified and Independent Board Members

O l 29% f d t i di t d th t th iOnly 29% of respondents indicated that there is a
definition of independent director in their country’s legal
framework of corporate governance or in the statutory
documents of their insurance firmsdocuments of their insurance firms

57% of respondents indicated that their Boards do not
undertake formal annual evaluation of their own
performance

Need for Qualified and Independent Actuaries
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Main Issues for Reform in MENA Corporate Governance (4)

Insurance ownership structures must have high levels of
transparency and disclosuretransparency and disclosure

Prominence of State-Owned & Family-Owned Structures

Effective internal controls and risk management should be
ensured by qualified internal and external auditors
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Summary of Task Force Recommendations for Reform in MENA 
Insurance  Corporate GovernanceInsurance  Corporate Governance

The need for regulation & supervisionThe need for regulation & supervision 
To develop and adopt uniform insurance corporate 
governance guidelines
To ensure full compliance with IAIS Insurance PrinciplesTo ensure full compliance with IAIS Insurance Principles
To adopt International Financial Reporting Standards 
(IFRS)
Capacity building for directors and senior ManagementCapacity building for directors and senior Management
and Shari'a Board Members (Shari’a Compliant Insurance)
To enhance transparency & disclosure



Implementing CG Reform Measures

Dissemination of AFIRC-Hawkamah Policy Brief to 
Regulators and Insurance companies across the MENA 
R i (i l di A bi V i )Region (including an Arabic Version).

Conduct follow-up training workshops & seminars during 
2009 to build capacity and understanding

Ongoing process of shaping and strengthening legislation g g p p g g g g
and implementation
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Partner with us in

BUILDING INSTITUTIONS 
FOR THE REGIONFOR THE REGION

www.hawkamah.orgwww.hawkamah.org

Hawkamah Hawkamah –– The Institute for Corporate GovernanceThe Institute for Corporate Governance
DIFC, The Gate Level DIFC, The Gate Level 14 14 

T: +T: +97149714--362362--2551 2551 F: +F: +97149714--362362--25522552
E:E: info@hawkamah orginfo@hawkamah orgE: E: info@hawkamah.orginfo@hawkamah.org


