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as private limit
because they have not yet
(following insurance rules)
sold their shares to the g»

companics

them has as yet sold their
shares to the general public.
According to Insurance Acts
and Rules, capital require-
ment for me".u“m
companies were atl Tk six
erore and that for life insur-
jes at Tk three
crore. three crore. Fiflty per
cent of the were to be

general public is not sub-
scribed fully, then they would
underwrite the non-subscribed
shares.

In 1988 the government
have constituted an insurance
commissjon to look into the
difficulties faced by the insur-
ance companies and also to
suggest appropriate amend-
ment to insurance Act and
rules to allow the companies to
function smoothly. The private
insurance companies submit-
ted to the commission that it
had not been possible for them
to declare dividend at a rate
more than the bank interest in
the third year and so they
been facing difficulties in ob-
taining guarantee from the
bank and financial institutions
to underwrite un subscribed
share.

The commission inter-alia,
recommended to extend the
period of selling shares to the
general public from three
years to five years for general
insurance companies and to
scven for life insurance
companies. The government
has not yet amended the in-

have '

and cannot Flourish

surance rules extending to the

period of selling the public
shares to the general public.
The six gencral (nsurance

companies out of. 11 who have

completed five to six years
have not sold shares to the
public. One out of three life
insurance companies which
has completed seven years has
also not sold its shares to the
public. All these companies
excepting the life insurance
co y have declared divi-
deml:pu-ccntmaﬁper
cent. Therefore, the difficul-
ties pointed out by these
companies to the insurance
commission no longer cxist
and yet the nt is not

compelling these companies to
sell their shares to the general
public.

The nt's inaction

is working against the interest
of the four companies which
sold their shares to the gen-
cral public following the exist-
ing msurance rules. The com-
panies which have not yet sold

by A A G Kabir

The increase in insurance
premium can be attributed to
three lactors — firstly, the In-
crease of economic activities
within the country, secondly,
the initiative ol the private in-
surance companies to ap-
proach people who were not
under compulsion to do insur-
ance of their property, and
thirdly, inflation. The rate of
increase of premium income
which took place between
1985 and 1990 have got dras-
tically reduced in 1991. In
1991 the total premium in
come earmed by SBC and pri-
vale Iinsurance companies
stood at Tk 204.26 crore in
place of Tk 202.88 crore
earned in 1990, This means
the rate of increase which
ranges from 25.12 per cent to
12.31 per cent has dwindled
down to 1.38 per cent. This
suggest thalt the insurance
business has attained a satura
tion point. So unless industrial

crnment accept this recom-
mendalion as a basis then ﬂ

other nine companies may
allowed to be registered. The

insurance commission did not
consider another tmportant
relevant aspect of the matter
while its recommenda-
tion. The aspect has been ex-
amined below.

Apart from the business
aspect, i the following matter
is taken into consideration,
the government should not al-
low more than one company to
be floated in one year. To start
a gencral insurance company
al least 50 trained and experi-
enced insurance men are re-
quired. Now, where from these
will come 7 Some will come
from SBC and some from the
existing 16 companies. If the
16 companies spare 32 per-
sons and SBC releases 18,
then one company can start
functioning. If the existing 16
companies spare more than
two experienced employces
on an average and the SBC

Thus the sponsors of the companies which have not yet sold their shares to

the public have been

getting more benefit (the amount of dividend) than the

sponsors of the companies which have sold their shares to the public due to
government's inablility to enforce the insurance rules regarding subscription

qf public shares.

their shares to the public have and business activities in- more than 18 to 20 of them  in

been declaring their dividend
on the subscri capital of Tk
three crore. On the other
hand, the companies who have
fMloated their shares to the

- market have be¢en declaring

their dividend on the sub-
scribed capital of Tk six crore.
Thus the sponsors of the com-
panies which have not yet sold
their shares to the public have
been getting more benefit
(the amount of dividend) than
the sponsors of the companies
which have sold their shares to
the public due to government's
inability to enforce the insur-
ance rules regarding sub-
scription of public shares.

It 1s, therefore, suggested
that before any new company
is allowed registratign the gov-
ernment should compel the
existing companies to [loat
their shares in the market. If
this is not done then more
complication will arisc when
new companies slart busincss.

All the private general in-
surance companics have becen
doing business side by side
with the rnment-owned

vl grt ok gt
Bima Corporation. In 1985
Sadharan Bima Corporation
earned a premium income of
Tk 97.99 crore and the four
private insurance companiecs
earned a premium income of
Tk 1.06 crore. In 1990 the
Sadharan Bima Corporation
(SBC) earned direct premium
of Tk 58.14 crore and the 16
private companies earned a
premium income of Tk 144.74
crore. Thus the total insur-
ance premium have increased
from Tk 99.05 crore in 1985
to Tk 202.88 crore in 1990.

creascs substantially, there is
hardly any chance ol growth of
new companies if permitted to
opcrate now,

It 18 understood that the
government has received ap-
plications for permission of 40
general insurance companies
and nine life insurance com-
panies. Most of the new spon-
sors must have thought that
general insurance business is a
very profitable one as the
existing companies have been
declaring dividend ranging
from 12 per cent o 26 per
cenl. They must not have
taken into consideration the
fact that the companies who
have declared 15,20,22 or 26
per cent dividend have bascd
their calculation on subscribed
capital Tk three crore. As soon
as these companies float their
public share their dividend
will be half of the present rate
if their business does not in-
crease substantially. Since the
rate of increase of business
have dwindled down to 1.38%,
there is hardly any chance ol
increase of insurance business

When the Insurance
Commission of 1988 submitted
its report, the total premium
income of private companies
was around 60 crore. The
commission recommended
that unless there is an increase
of the total premium of the
private companies by 10 crore
each year, the government
should not allow any new com-
pany to come into being. By
1991 the total premium of 16
private general {(nsurance
companies has increased to
151.22 crore. So if thc gov-

a year, both will suffer. The
SBC shall be in real difficulty to
manage its alfairs. It may be
recalled in this connection
that the SBC came into betng
in 1973. Following the then
government directive SBC had
to absorb about 2500 employ-
ecs of the then private insur-
ance companies operating in
Bangladesh and few oflicers of
the Pakistan Insurance
Corporation. About 95 per
cent employees of the private
insurance companjes have
been working on the develop-
ment side. They had no man-
agerial skill. Absorption of all
the employees of private insur-
ance companies in SBC put the
number of total employees
double of what was needed for
it atl that time.

As a result, from 1973 to
date the SBC could not follow
the normal practice of recruft-
ing a desirable number of ncw
hands each year. Thus thosc
who have been working in the
development side of SBC had
to be reorfented for working at
the managerial desk. The
floating of private_ insurance

companies from 1985 onward

had an adverse aflect on the
managerial side of the SBC be-
causc the private companies
persuaded really efflicient
hands to leave the SBC for

joining private companies. As

the sftuation now stands the
SBC can hardly spare new per-
sons without adversely aflect-
ing its day today work, not to
speak of efficiently handling
their job.

Out of 16 general insurance
companies about eight do not
have their managing directors

When Insurance Companies can
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Il be a house of one
another blind.
be coutioned that

the government should not

adopt a policy like those of the

countries in general

15

" and USA in particular where

few new start busi-
ness and few companies get
hquidated each year.

An insurance company is
not like jute, cotton, or ce-
ramic industry. Il one of those
industries ts liquidated,

limited number
of client face economic set-
back. On the other hand, if an
insurance company fails then
thousands of industries and
business houses will [ace ruina-
tion. It will be difficult for
them to stand again because of
the dearth of capital. So the
government should adopt such
a policy on insurance and
banking as may not create a
circumstances in which an in-
surance or banking company
may get liquidated.

The coming into being of
ncw companies will no doubt
solve unemployment problem
lo some exient but il in' the

occss some companies get
iquidated or some of the
cxisfing companics are com-
pelied o reduce their stafl due
to shri ol business then
such cmployment will be a
very lemporary one. The gov-
ernment  will also be well ad-
viscd not Lo reduce the expe-
ricnce required for the chief
execulive (managing dircctor
) of an insurance company,

Insurance is a siatulory
business i ¢, insurance business
is regulated by detailed law
and rules. The existing laws
and rules were made belore
the second world war when
mosl of the countrics followed
a 'laissez faire’' policy with re-
gard to industry and com-
merce. Even in I.l{oat days thc
government thought it fit to
regulate insurance busincss by
law in order to safeguard the
interest of the insured and
the insurers. The managing di
rector is like & licensed driver
of a car. Since we cannot think
of allowing a car to be driven

n w!‘T:l had notl ob-
lglt?crmfing icense so we

cannol think of appointing a
managing dircctor not having
appropriate qualification. The
rcquirement of total experi-
ence may perhaps be reduced
but no change should be made
to other conditions.

(The writer was the Co
ntroller of Insurance, Gove-
mment of the People’s Re-
public of Bangladesh from
1987 to 1989 ).

- 90s

HE current turmoil in
European currencies pr-
ovides a sobering lesson
for countries. It has
shown how the market can
reduce mments to mere

spectators while bankers make

|

The monetarism and free
market philosophy that char-
acteri the 1980s seem to
have (afled. Eastern Europeans
are now finding out what many
in Third World know from
bitter experience: that the
market is not the global

The recession — the most

and Development
(UNCTAD), points out that
uction has fallen in the
nited States and stagnated in
Western Europe and Japan.
Post-Communist countries
in Eastern Europe and former
Soviet Union have found that
under capitalism living stan-
dards have actually fallen.
Industrial and farm production
have declined and trade flows
have been
in the
and much of Asia face eco-

nomic s fon. However,

America. It remains o be seen

In poor export earn-
ings have compounded the
problems faced by the IMF-
Cictated structural adjustment
programmes.

World, Africa ”M Source: UNCTAD

up in Latin
cast Asia. For the
first time fn many years a posi-
‘tive net transfer of resources
has taken place in Latin

should th=be Another Lost Decade

The report shows that
commodity prices declined by
11 per cent in 1991. Prices of
co and cocoa, Alrica's two
key export earmers, are cur-
rently at their lowest level in
17 years. A number of coun-
tries also have severe drought.

Despite recession in the
North, some Third World
countries have been able to
maintain high growth rates.

Import capacity of some Asian
countries rose by 15 per cent
and in some Latin American
countries it rose by 10 per
cent, at a time when imports
of industrial countries were

growing by only 1.5 per cent.
The report says:

"If the

by Daya Kishan Thussu

Banks arc less willing to
give loans because of their
losses. The "debt deflation” in
the world's major economies
has prolonged the recession.

UNCTAD, a forum for north-
south economic dialogue, em-
phasises that Third World
growth depends on the eco-
nomic health of the industri-

generate stability or growth

unafided. Governments must

resume their responsibilities,
by acting to foster a retum to
financial stability and to stimu-
late the level of economic ac-
tivity."

The report argues that ex-
port-oriented growth is neces-
sary for‘the Third World, but
adds that the industrialised
countries must relax their im-

Developed
countries

' Developing
countries

alised world.
" However, it challenges the
IMF/World Bank orthodoxy

and calls for Keynesian policies
of "raising government spend-
ing in order to stimulate pri-
vate consumption and invest-
ment demand, and thus make

. port restrittions.

However, it concludes that
greater
openness in developing coun-
tries had been accompanted by
protectionism

"the trend towards

more, nol less,

in developed ones.”

A successful conclusion to

1980s were dominated by the
debt crisis in the developing
world, the 1990s have started

under the shadow of one in the

developed.”

fuller use of productive capaci-
ties." .

"A private sector weighed
down by debt and high long-
term interest rates will not

the stalled GATT (General
Agreement on Tarills and
Trade) talks on world trade s
needed to stimulate global
trade.

The experience of develop-
ing countrics in the 1980s
suggests that liberalising trade’
can have a destabilising effect
if the economy has insufficient
foreign exchange to finance an
adequate level of imports, be-
cause it may nced to be ac-
companied by sharp devalua-
tion.

The report warns that de-
veloping countries which have
rapidly liberalised their
economics could face political
instability, especially those
with fledgling democracies.

Trade liberalisatfon needs
to be introduced with care, the
report counsels. A sudden lift-
ing of protection will "cause fr-
reversible losses of capftal,
labour skills and technological

" capabilities.”

As a rcbull to free-marke-
teers the report criticises "the
simplistic view that any form
of protection is inimical to ex-
port success.”

Citing South Korea and
Taiwan, it says: "Most success-
ful exporters have managed to
combine elements of both ex-
port promotion and protec-
tion.”

The report has a world of
caution for the developing
countries being forced by the
IMF and the World Bank to
"reform” their economies un-
der structural adjustment pro-

mes.

Gradualism appears to be
the report's watchword. It
recommends a phased ap-
proach whereby economic sta-
bilisation comes first and
structural reforms are imple-
mented in a gradual sequence.

. In addition, the report re-
peats calls for more generous
debt relief for the poorest
countries, In 1991, total long-
term debt of developing coun-
tries was 81,000 billion.

The report warns that
without urgent policy mea-
sures the world economy will
continue to stagnate. [t con-
cludes that for global growth
*1980s thinking should not be
allowed to stand in the way by
producing another 'lost

decade

—Gemini News

sin
d'li—:ultl between disgruntied
landowners and mining com-
panics
resources.

FTEN referred w0 as “a
mountain of gold floa-
ing on a sea of ofl,”

Papua New Guinea with its
Ccmer minerals boom could
well fall victim Lo the increa-

incidences of wviolent

exploiting these

With the Bougainville island

crisis that led to the forcible
closure of PNG's important
copper mine there three years
ago still unresolved, another
mining operations — the Mt
Kare gold mine — now lies idle
following a violent gang attack
last month that sent shock-
waves throu

ghout the industry.
The PNG Chamber of Mines

and Petroleum cited Lhe attack
as its reason for pulling out of
an upcoming investment pro-

motion mission “Roadshow '92'
to Europe,’ aimed at attracting
investment in PNG's vast min-
ing potential.

Greg Anderson, excculive
officer of the chamber, said
I'NG is already considered "a
high-risk area, the Mt Kare
raid and other such violent
acls could only increase pre-
miums higher”.

The chamber claims
"securily concerns are leading
investors to reconsider their
policics and position in Papua
New Guinea.”

Eighty per cent ol PNGs
exports Now come from min-
crals — gold, oil, natural gas,
silver and copper. Last year
PNG produced 681 tonnes of
gold, 125 tonnes of silver and
204,459 tonnes of copper Ofl
cxports are sct to start laler
Lhis :

ﬂ{l?rwhllc exploration and
development of these re-
sources lake place, there is
now a rcal and growing [car
that land disputes, ownership
and compensation claims as
well as acts of violence could
drive away the much needed
foreign investment.

"We have no roads, no
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Minerals Boom Going Bust

_i !
schools, and the mine was decper than bet
going to help use get some of
these services,”

said Akiwa
Irupu, chaigman of the Mt Kare
landowners who won the mine

jointly with CRA Minecrals Lim-

ited of Australia.

Te protect mining re-
sources and maintain investor
confidence, the PNG m-
ment has placed all mining
operations around the country
under joint police and military
patrol. It has also the
establishment of a rapid
deployment force to deal with
any future atlacks.

Mt Kare was a small mine
compared fo the massive
Bougainville copper mine,
which at the time of its closure
accounted for up to 40 per
cent of PNG's export earnings.

There is a growing fear
that land disputes, com-
pensation claims and
violence will drive away
foreign investment from
resource-rich Papua New
Guinea. Blasius Koki of

IPS reports.

The gold mine's importance
lies in the fact that it repre-
sented a test case in owner-
ship of PNG mining resourecs.
For the first time, landowner
groups were an integral part of
the operation, having a 49 pcr
cent stake in the mine.

Despite this novel approach
of joint ownecrship between
CRA Minerals and a group of
Mt Kare landowners, the mine
has been plagued by dispulcs
between rival landowner
groups since it began opera-
tions one year ago.

The January attack was
staged by dissident landowners
excluded from the deal and
who are seeking to challenge
the .validity of the lease
granted by the government to
the developers.

internal matier a
landowners

et clans are

But the problem goes much

simply an
local -

Central lo the problem s

DT e Y
traditionally owned. With no
real system of titlkes to estab-
lsh ownership, disputes are
rife between
villages and clans as it s
extremely difficult 1o
disprove such claims. Often
these dispule berome
cspecially in cases where the
land in question is found to

contending

or

violcnit

contain important mineral
resources.
PNG | Peter

awycr
a ban should be placed on

all new mining developments
until a review of the country's

mining act is carried out

“The problems will never be

resolved until property rights

protected and promeoted,

rather than hﬂ: depoendent
on the goodwill L

he govern-
ment or the mining compa-
nics, sald Donigi.

Landowners from 49 differ-
owner-
ship of the barren isclaled
hillside in the dense NG
highland forest on which the
MT Kare gold mine is localed.

For more thane a year now,
a court battle has been waged
by contending landowncor
groups excl from the pro
sent arrangement and the va
lidity of the lease granted (o
the developers by the govern-
menl. Others want CIRA Min
erals to withdraw from Lhe
project and are demandiug
100 per cent ownership of Lhe
mine by landowners.

Another major obstacle is
the PNG Mining Act itself,
which vests ownership of min-
erals to the state. A legal chal-

by the landowners now
before the national court ar-
gues that the act amounts to a
breach of their constitutional
right “to freedom from unjust
deprivation of property”. —IPS
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own, a pit plant in northern éermany for the reprocessing of old automobiles : Workers

b

here are removing the gasoline tank from an accident vehicle in a facility in Leer (East

Friesia, in Lower Saxony).

Photo : IN-Press/VW

" IFAD Earmarks US$253m for Rural Farmers

OR the first time since

the civil war ended in

Lebanon, an interna-
tjonal agricultural funding
agency will reach out to some
ol the beleaguered rural
people who suffered the meost
during the war.

The International Fund for
Agricultural Development
(IFAD) will support a pro-
gramme to rehabilitate livé-
stock raising among poor

farmers in the Bekaa Valley.

There, some 8,500 farming
families whose annual income
is less than hall the national
average will receive credit ser-

vices, improved livestock
breeds and artificial insemina-
tion services.

Lebanese women, who took
most of the burden of provid-
ing lood for the family while
the men were at war, will be
given casy loan facilities [or
bee-keeping, carpet weaving
and ceramics making. IFAD
will also help the country's

dairy industry and improve its

milk-collecting cooperatives.

During the recent 45th scs-
sion ol the IFAD Executive.
Board held in Doha, Qaltar, new
projects worth US$253.92
million were approved to assist
the rural poor in developing
countries become more pro-
ductive and selfl-reliant. The
session also earmarked US8$2.5
million for IFAD's special pro-
gramme for Africa to increase
roductivity in areas aflected
Ey drought and desertification.

Nine new projects are
designed to upgrade rural
farming, off-shore fishing and
livestock raising in Africa, Asia
and elsewhere. A ploneering
project for Africa will focus on
fishermen in Mauritania's envi-
ronmentally- fragile Bane d'
Arguin National Park.

There, impoverished abo-
rigine Imragucn tribesmen [ish
and transport their catch using
traditional wooden sailboats
and fishing techniques much

unchanged fgr centuries.

by Mounir B Abboud

The project-co-linanced by
the UN Devclopment Pro-
gramme (UNDP) and closcly
involving the UN Education
Scientific and Cultural Organi-
sation [UNESCO) — will not at-
tempt to change abruptly the
traditional mcthods of local
fishing.

Rather, village cooperutives
will be organised in order to
improve the processing and
marketing of fish products,
provide credit and establish
direct market contacts, hope-
fully to eliminate middlemen
and control poaching.

Local women will be trained
in cottage industries and
health care.

Asia will benefit from four
new IFAD initiatives.
Nine new projects world-
wide are designed to
upgrade rural farming,
off-shore fishing and live-

stock raising : =

- Asia will benefit from four,

new IFAD initiatives. Bhutan
will get assistance for 21,730
of the nation's poorest [ami-
les, two-thirds of whom on
farms of only 1.5 hectares or
less. They will be assisted to
increase farm production at
the same time maintaining the
natural resource base upon
which production largely de-

Instead of the usual ap-
proach where farmers are told
the basic problems and left
alone to solve them,
Bhutan programme rcsponds
directly to what farmers see as
their needs and interests, an
approach found successful in

ftation of small irrigation sys-
tems, soll conservation, im-
provement of pastures and

integration of poultry and pig-

the

raising with crops. Women
particularly have expressed in-
terest in buying livestock and
cquipment for oil distillation
and in starting up vegetable
gardens.

[FAD's Low-Lying Land De-
velopment Project will assist
more than 73,000 of the poor-
est families in Jilin, rmthel!l\
China. The harsh climate ajong
with periodic floods and
droughts makes farming difli-
cult and harvests unreliable,

. Women will be assisted in
livestock raising and fishpond
maintenance while being
taught the rudiments of mar-
keting and farm management.

In Indonesia, IFAD will as-
sist smallholders who have
transmigrated to the Musi
Deha region of Sumatra by in-
creasing food production and
income. The Sumatra Small-
holders Tree Crop Develop-
ment Project will benefit
13,200 of poorest lamilics
by supporting iheir needs in
farming hybird coconuts-and
other staple food crops.

Self-help groups will be or-
ganised to make. on-farm
improvements necessary for
coconul farming to yield maxi-
mum results. Credit will like-
wise be extended to the
working groups.

In the Visayan region ol
central Philippines, IFAD will
establish its third major irriga-
tion project to benefit some
11,600 families whose hold-
ings average less than a
hectare and whose income is

well below the poverty line.

Vital to this project is the
protection of the natural
resource base. To achieve tLhis,
IFAD personnel will initiate
conservation measures, parti-
cularly in degraded watershed
arecas. Farmers will be taught
how to use water wisely, plant
trees in denuded areas and
raise livestock as post-harvest

practices. — Depthnews Asia
{



