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INSURANCE COMPANIES —~ OPERATIONS AND PROBLEMS

of TMESTARCH IN THE CARTBBEAN

The original intention of this paper waa primarily to analyse
the workings of insurance compahiésg in the Caribbean and lesserly to
point out the statistical shorbtcomings and other research problems. In
mony instances, however, the research problems tend to dominate and
these have seriously restricted the depth and breadth of the analysis.

" Wevertheless, if thig study's only usefulness is that it highlights the
areas of statistical defieiency, it would have been worth undartaking,
This study will be divided into two parts -~ Part A will deal with
research prob%ems, Part B will be in four sections. The firat section
will berabout the growth of insurance companies, the second about the -
effecta of the portfolio composition of insurance companies, the third.
about the liabilities gtructure of insurance companies, and the fourth

about the future .of insurance, companies and policy implications.

PART A

PROBLEMS OF RESEARCH

The expansion of insurance cdmpanies;and other non-banking
{financial intermediamries in the- Jaribbean sihce‘the.ehd of the Second
Yorld War have been‘very no%ioe;bleu Thewimportanée-Of these financial
intermediaries is universally recognised, éspecially since the publica-
tione of the massive empirical and ¢lassificatory works of R.W. Goldsmith,
‘together with thé'first,significaqt:theorefical analysis of the role of
thege institutions by Gurley‘and'Shaw'2 in the United States of America.
The findings and recommendations of‘%ﬂe Radcliffe Committee3 ip the United
¥ingdom have also shown that t@é réle of fheée ingtitutions inrthe economy

is more important than that of the commercial banks. In the Caribbean

_/therpioneéf efforts ...,

. . C SO |
See R.YW. Goldsmith —. Pinanclﬁl'lntermé&iéries in the ﬂmeriean-mcenomy"
. Slnce A1800. ;. : :

2 3. Gurley and T, Shaw - - Flasdbddl” Aspébfg of Ecdhomic Davelopment
i y AJB%R; Sepfstigés
d. = Mot

3 CQmm:Lttee Bk the *fro&:icing -.tnL ’shé* Baﬁe‘ﬂ’ s;é b of thé Un:d:ed K:mgdoni -
Radcllffe Report H-Ha 195 13
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the pioneer efforts of Callenderr_and Thomas[3 in Jamaica and Guyana .

respectively have highlighted the importance of non-banking intermediaries
in the region and ewphasized the need for large scele empirical

inveatigntiona,

In thiz paper we will discuss rvesearch problems and attempt -
a limiked analysis on the operations of insurance companies - the moat
important non-bank finaneial intermediary - in the three Central Bank
Commonwealth Carivbean countrics i.e, Jamaica, Trinidad snd Tobago and

Guyana.

Insurance business in the Caribbean is ’big'ﬂﬁsinesg‘ and this
i evident by the rojafive]y lorge bulldings they gwn in Kingstou,
Port- —of-Spain, CGeorgetown and othéi parts of the Caribbean. Their
gconomic importbance is of trémendous'significance. It would be dlfflcult
however to say how gignificant they are because there is hardly any
detailed data in the region to indicate their actual size - asnets and

liabilities and their income and expenditure in the Caribbean.

In our atbtempt to unearth statistical data to determine the
extent, size and &ignificance of their operations in the region we have
been faced with numerous problems. %We will discuss the following four

(4) of these problems:-

1. Reluctance of insurance companles to supply.information
reqguested of Fhum. :

2. The lax legal framework under which foreign inourance
companies are allowed to operate in the region.

3, The paucity, inconsistency and -irregulcerity of data on
insurance companies and non-banking financial institutions,
provided by the Government otnflqtleal Denartment% in

- the region. ;

and, 4. Use of the ineffective "moral guaszion" apbroach of the
Central Banks to obtain date from the - . .. Auguranco. conpanies.,
and other non—bank1ng llnanclal 1ntermod1aries._

On account of the unuvalinblllbj of data on insurance companies
ve were forced to send out ques tlonnalres. e etﬁmlncd the published

balanee shoets of most of the local companieq but Iound that the information

[y

provided was inadequate for our otudy. The Statlstlcal Departments and
Central Banks of the region could not provide the data required as the
Study goes back to 1945 and vhat ever information was available was of

limited use.

/ The THSPONSS weverrevrneerananres

4 0.y, Callender - The Development Qthhé béﬂiﬁéi‘ﬁarket Ingtitutions of
Jamaleca. Supplement t¢ Vol:®14 Mos 3 .Social and
Beonomic Studies; .I1.8:E. R, ! 1965

¢.Y. Thomas -~ Monetary and Flnanclal Alrangempnts in a Dependent Economy.
(A Study of British ‘Gidana’ 1945 % 1962) Supplement to
e " Vola. 14 Wo. 4 Decembi®. 1965; 800131 and Lcdnomlc Studles
L 1.8.E.R,. Jamalca.',qw_, Atk T -

5

gt '.‘



...‘3....

Tho eonponno ko our quesllomalrée by tho Insvranco companlaa
| ‘ ; . I

han been Frusirating. In one case tho manager of a Iérolgn company notb

only refuged to proﬁide us with the information reguested but questioned

the purposc of the research programme, He wrote stating inter alia -

" I regret very much that the pressure of work load on my
ataff and myself ——- renders it ‘quite impossible for my
company st lhe present bime and in the foreseeable future
to prepare the very detaLled and exhaustive sktatigtics
that are requested.

You muet admit too that the time; effort and cost of

the proposed exercises does nothing bo advance the cause

of our -——~ policy holders and indeed the purpose of the
research proﬁramme on monstary studies escapes my

unders tanding. '

The main reasons why the insursnse companies are reluctant

to divulge information may be -

(a)

(a)

the time and effort involved in the provision of stabistics
are considercd by them to be a waste. HManagement in some
Cades cannot understand the importance of data not only

o

for research purposes bub for use by the companies themselves.

This will enable them to make quicker antl better decisions.

Fear that the information they supply would be used against

them - especially for tax chucklng_purposes. They are very

- cautious in supplying information to a university because

they fceel that the ‘9ﬁiyérsity_br&ihs';will be able to pick

up their defectsd and_exposa them. We have found a general
atmosphere of seﬂrGCy shrouding the cperations of the insurance
companies., In some C“SGS W@ have not been ablec to penetrate

these barrlers.

The accounting aystem of Some’ irisurance combanics are not
geared to produce stakistical data 8fid as such the compani.es
do not have a proper system to provlde data on all aspeets of
their Opera?ions} One bémpany‘ﬁahager told ud that to‘sﬁﬁply'
the information requested heé would have to ré;arrange his
accounting system. Id that case it appeared that the
accounting system was mot an of ficient one and 'that it really
needed a re-organisgation,

‘The indurance dompanies cdmpiwlned aboﬁ% the tlme, effort and
cost that it took bo prov1ie 1nform1t10n, and ~ ag was pointed

; it‘is not in, the 1nterest
of . the policy holdors forJ%be oompahies to bc supplylng

out in the 1otter quoted above.L




-4 -

{e) The insurance companies seldom keep detailed records of
‘thelr operdtions -for more than seéven years and ag such
information on earlier years - 1945 - 196C - are not

easily obtainzable.

(f) In most caszes it is usually the Accountants and Clerks in
the companies vho eventually complete the questionnaires
and in several cases we found that they have problems in

understanding very simple aquesgtionnaires.

2. inother problem we experienced haérﬁéen that of thé lax legal
framework under which the foreign insurance cowpanies operate in the
region. The foreign insurance companies, like the expatriate commercial
banksa, publiish consolidated balance sheebs and as such it is vexry
difficult to ascertain the exbent of their operations in the région.,ifn
most céscs.thcir Head Offices are oithef in thg Uﬁifed Kingdom or the
United Statea of America or Chnada, and requests for informafioﬁifrom_the
branches in the qulbboln are uqually forvarded to the Head Office. It
takes monlhs bnfore the Hend Office decldes to make the 1rformat10n
available and in most casea they just igrore the quesslonnalres. Breept
probably in Trinidad and Tobago thore is no shtatutory requirement to ensure
that these compénies file copies of théir Annual Balance Sheets and
Statements of Aszebs and Iiobilities with the R egistrar of Companies.

The Registrar of Companies in Cuyana hay ififotmed us that he does not

even have the staff to ensure that the Life Insursnce Companies which
operate deposit the required sum - of “$50, 000, © %We have not been able

to determine the number of foreigh companies ~ There arc twonby-four (24)
doing Life business in Guyana - which have ﬁéid the &oﬁosi% of %50,000,

We have also observed that many of the large hire-purchase. firms operate
an ingurance agency - they represent a large forelgn company and this is
mainly in the General Insurance business; ‘They usually irasure the articles
gold e.g. motor cars, refrigerators, radiograms ete, with thomselves

and receive a commission from the foreign companies they vepresent. The
profits from the insurance agency is incorporated in thoir overall balance
sheet and thus it becomes difficult to detprmine their promium income.
This %ype of arrangement pomgs several otheriproblemsu_ Az a result of

the above conditions the domestlc companles are. ;1nd1ng 1b d1 ficult to

compete agqlnst the lnrge forelgn comnanles, Wlbh agenclc& in the Caribbean,

_ 1
T1n

B In conductlnU our ruscaroh we uere forcnd to uge coveral

J
i

questionnaires o the insurance companles due to the unavallabillty
of statistical data in the Government Statisﬁlcal Departments, Central

Banks and olher related Governmbnt Dcn rtments.

o
L SR i-ﬁfxThéjﬁ%a%isticai Departments ..........

SR e
' f
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The gtatistical departments of theé region have neglected non-

banking fiqancial intermediaries and while they ssemed to be pre-occupied
with commércial banks they have co%lecte& very little information on
insurance companies. This situation was noted in the 1963 - 68 Development
Plan in Jamnica when it was romarked "S aV1ngB by moand of life Insurance
have become increasingly 1mporLant There are no up-to-date figues of the
investments made by Jnsurnnce companles in Jamaica." Whenever there was
some data we found thub the number of companles vere only o egmall fraction
of the Lotal e.g. in Jamaica there are 24 lﬁfe and 140 non-life companies-
yet limited information is only available on 17 1ife companies and 62
non-life companies.‘ Assets and liabilities of these companies are not

even stated., .

In Guyana there is very 1ittle infq?matiqn available on insurance
companies before 1966 and the Statistical Department have only published. -
data on 10 life companies while %hgre are_24_sucp companics .operating
in the country. There is no information on mon-life companios .of which |
there are about 40, The Bank of Guyana has been able to obtain .comprehensive
information on insurance companies from 1966; but it would eppear that they
do not publish very much in their Annual Réports-and Bulleting. Tor
example, there is no table to showr the premium ihcome of ingurance .companies
that operate in the country. In the chaptet on insurance companies in
their 1967 Annual Report it was. stated that Lotal premiumé collected by
Domestic Insurance companies welre $4.4 million jn 1967. This figure was
grossly understated as to the,volﬁmé of tbtal_prémiums,which wa heté found. .-
o be 10 m by bhecking the 1967 balance sHcots of the five domestic Life
Insurance Compahies and the thrde local companics that transact Non-Life

Insurance buginess.

The Central Ststlstlcal Office in Trinidad and Tonapo have been
able. to collect and publish in theli Annial Statistical DlgOS and
Tinancisl Statistlics comprchen81ve data on irguiance companlos. However,
the use of these tables are llmlted on account of the noh—publloation of
very important data. For instance the tabled do not contain information
on (i) the foreign content of premlum 1ncome. 7-

(i1) the value of foreign assets of 11fe ingiirance companiesd and
the assets - both 10ca1.an¢ fqreign -~ biqun—llfe insurance
companies. o ' i '
(iii) In the table. on non—llfe companles éiwlms and admlnlsuratlve
. exponses and Incdme T&x and othér'ékpenaes have been lumped
o :together., Clhlms and Inceme Tax sﬁoﬂid be placed, in separate |

'+, columnd to debormlne their-fatios tq:total oxpondlture and income.




(iv) In the table on commercial banik depoailbs — We. 16. 1 the
'other' columhi is bigger thon 'busiress' column.
In some cases we found that the information provided iy meaningless asg

the most important contents ore missing., - & ) .

4. The Central Banke are the apex of the financial structures of
Jamaica, Trinidad and Tobago and Guyana. We have found that this is so

in thecry but not in practice. Tinancial institutions sre reguired by

law to furnish information which the Central Banks require; yet; the
Central Banks have not been able Lo collect very much information from
insurance companies and other non-barking institutions. In Guyana thére
has been a few cases in which the Governor of the Bank of Guyana had to
point out to inaurance companics their legal obligation in previdinog
informztion which the bank may need, but no positive action is taken
against consistent defaulters. The Central Banks have demonsirated a
"request not demand” attitude towards the completion of our guestionnaires
by the-insurance companies. It would appear as if the Central Ranks arve
not prepared to use bheir powers to come to our assistance. We think that
'moral suasian' is not encugh. Insurance companies that refuse to give
information should be compelled to do so. .Unless the Central Banks give
us their full support and 'get tough' we would be unable to collect all
the information which we requested from the insurence companics and other
non-bank financial intermediaries.. It would appear that in their attempt
to create and waintain a stable and healthy'financial climate! the Céntral
Bankg.agg afraid to use their powers - afrsid that they will disturd
'business confidence'. Tt has been remarked thab the 'mornl suasion’

technique is used on the Central Banks.instoad, (We hope that the Central

Banks are not persuaded against btaking action to ensure that the information

we requestbed is supplied)

There is no doubt that the Oentral Banks are in the-best position
to obtain information on financial institutions, which would be otherwise-
difficult to -obtain. MHowever what we have found was that most of the
studies carried oul by the Research Economists of the Central Banks are .
sbanped 'Confidential' and filed away. In order to assist us.and save "time
the Central Banks should make available all relevant studics -and data on
ingurance. companies ete. which they have in hhqig possecasgion.. Too often
we are told that 'this study is_qonfidentia%':or-’this information . cannot
be divulged', TYot, whenever the i,ﬁ.F, and.bther U.N,_cxperts request
information they aro not:told_thﬂékit ia-;;ﬁfidontial. In sone cascd one
wonders what is so confidential id- the efudy in informition withheld.

If this is done it would prevent duplicabion. of effort.. 8o far we-have
had the co-operation of the Central Bants but we feel that they should
step out with us a little Further &nd kave g_liﬁtlo more confidence in us.

: P .
Lo g hl/l(}-p]_\m‘ni'):};i hasg TR RE PR PP
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-+ Goldsmith hag demonstrated that the type of research required
on non-bafiking financial institubions has got'td bé vory detailed and
exhaustive. 'Thus, our questionnaitres and other requests would ontail

a congiderable amount of 'digging’.

Ag far as insurance companies aro concerned wo have only
. . I_
scratched the surface. Therc is a lot of 'digeing' to be done on very
. Y . .
rocky grounds.

PART 'B

' OPERATIONS

SECTION & ¢ THE DEVELOPHMEHT OF JNSURANCE COMPANLES

In this section, certain.esﬁablished, and as yet unhestablished,
criteric will be uged for measuring the relative growth-of ingurance
companies and factors which help to determine. the growth pattern will

be cited.

Theory of Hon-DBank Intermediaries and Role of'Insurance CompanieS'

Since the Waf, more d%tention ﬂas been facuss ed on non-bank f1n3n01a1
intermediaries, because of the ploneer work by R U Goldamlth and Gurley
and Shaw in the U.8.4A. and the Radclaffe Report in Britain. Prewlously
monebary economists while stressing tho 1mporhance of indircct financing,
had shown n pre—occupation with banks to ¢he neglect of non-banks.

However, it is now realised that for there|t0 “be progress in financial
technology, there should be 1nstltut10n3 Fﬁtering for Lhe nceda of every
type of saving (bJ actual or potentlal customers) and 1nvostment The
diversification of the "institutionalizatidn of saving" process (serving
disparate customers and needs) hag led to a more varied stream of deposits
and there is litile doubt that the existende of non-baiking intérmediaries
has led to an increasc in the amotint of sSavers and savings dcp051ts in
the community. Some doubt used t6 exist ‘concerning the ablllty of non—bank
intermediaries to create eredit bukt this was cléared up by Curley and
Shaw: "The difference between the ﬁdheféry é&étbm and hon—monetary
intermedlarles in this respect, then; is’ ﬂo% that one creates and the other

doos HOu, buL rather that each cFoaﬁeq 1Fs own unlque form of debu_.;..,.;

1

Sce RiW. Goldsm1th°'F1nahcla1 I %brne&iaries in’ the Anoxlcan Eco ogg
: * 8ince  1900:° U.B A._1958

J Qurley and B, Shaw + ‘Money. Anl B Thebbe B Fihbhics; Uosh;_guon 1960

H.M.8.0 (Rndcllffe Report) Cohmiﬁtbalon %Hé Workih of thc Moneﬁg;y
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Money ig unlike other finarcial assctsg, tod; for they carry ownership
rights in corporations. And policy holders' equities in insurance
companiecs are differont because they are linked to certzin insurance

attributag." 2

There are abt least three major attributes of saving by policy
holders in insurance companics. 3 The firsgt is thai wost policy holders
are dominated by precautionary motives, since the holding of a policy
{(1ife) or the payment of a premium is an attempt to spread risks or
to hedge against early morbality. The second attribute is that a life
policy is a long-tern conbract fulfilled by a regular payment of a fairly
stable amount {'lockod in' delnp\ " A withdrawal from the contract earns
the surrendering policy holder such o small value of the premium paid,
that, there is cconomic pressure towards the continued payment of premium,
once it has started. The third attriﬁﬁte is that life companies are
potential sources of liquidity, since the companies’ llﬂblllhlos LATe the
assels of poliey holders. Policylhdlders can borrow on the 5ecur1tv Of
these assets (or realise thom) although this type bf'liquiﬁity is inferior

to that of commercial -banks or -building societies.

Degpite the pioncering works cited above, bhoic is s%il; no
widely rccognised thooretical structure for snalysing non-bank interme-
diaries. - One reason for this is the facﬁ'yhat_there_ia as much difference
(in kind'rather than genefic) be tyeen nqn-bank intermediaricy. themselves
as betwoen banks and non-banks. Another reason is the inadequacy of
ava11ablo data and this . is especially noticeable in underdcveloped

terrltorles e.g. the Caribbean.

Growth of Insurance Cowpanies in the Caribbean

The inadequecy of statistical date prevents us from giving an accurate
meagurement of either the rate of development of insurance business or
the precise role of these institutions in the mobilisalion and distribution
of savings." 4 Although this was written in 1964/5, it can be said to be
still the case in 1969. Heverthelesd; on ntteinpt will be ﬁﬁdé to determine
whether "deflcit and surplus budgebing have ézceeded the growth of hoth |
individual and total incomes in the commuhity" and to ascertain whethér
"aggregated the ilnsurance-companied are probably the largest caﬁegéry_of
Tinancial institutions in the coutitry, iheh Wdaméured in terms of either
total assets in their possession or %h@rvalue of annual-éﬁrpluseé—which

t

they mobilise." VL

D, Patinkin : Pinancial In+drﬁédiarmcs ahd he Low1Cﬂ1 SLructure of

4 ¢, Y. Thomas: Op.. Cit.
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Throe pogsible criteria for assessing the grouvth of insurance
compatiies are: | |
(1) the number of companies in operation and the number of
policies in force
(i1) The growth of premium income

(iii) The growth of assets

In most of the Caribbean territories, there was a significant increase
since the war in the number of ineurpnoe chmpanies.” The number of
insurance companies as well as the extent of their operations expanded
'éonsiderably in the post war period. In 1945, there wverc at least 82
life and non-life companies operating in Jamaien. By tho niddle of 1962,
the number had increased to 140, of whiech 24 were life companies."
However, the number of companies is hardly an indication of growih since
it does not indicate the gize of the companies. Similarly, thc number
of policies is not a useful criterion since it does not indicate the size

of the policies, or the type of policics.,

The first three tables in the Appendix, - Al, A2 and A% show

“ premium income of insurance companies as a percenbtage of GDP at factor

cost din Trinidad, Guyana and Jamaica,rbspéctively.r In Trinidad? total
premium income seems to be a failrly étable percentage of GDP,6 A lack of
adequate data for foreign 00npanles moke it difficult to say whether this
porcontnge hqs been falling or rising for Guyanq and Jamnica, although

the available statistics might be 1nd10qt1ng an upward trcn Tor purposes
of comparlson, we notice thal total bank deposlfs as o % of GDP has been
falling for Trinidad (sav1ngs deposits as a percentage of GDP is fairly
atable) whereng in Gu&nnn and especiully‘Ianﬁica it has bhecon rising,

Post Office deposits as percentage of GDP hivebeen falling in Trinidad and

Guynna, but fairly stable in Jamai ca.

The agents of insuranco companics tend to make "vigorous salos
efforts” to commit individuals to insurance policies: It would be intercsting
to find out whether this active and 'phyaically imposing! form of.coﬁpetition
would cause premiun income to grow fasbetr than GDP or whether there ave
certain unchangeable laws or forces at vork which tond to make insurance
saving, as reflected in premium income, a-stable perceitage of GDP, In
thig regard. it is intuitively beliévéd:by some people Whot. Lnsurance -
expansion may be dt the expense of=banks.(Ed%ﬁhébmmereialﬂéﬁaﬁ¥%s£50f%iéé‘
Sevings) sindée the rather passive: form of: oompetltlon employed by the

1atber two eig.- advertising and . the opcnlng up:6f sub-brahches; may not be

9 C V. Callender! The DevlePment of thﬁ:' | Markot lnatitu%ibns of

Jnmalcu. I 8.0, R 1965,

[ . Teh . 4 oa

Ag the 1ndepcndont Varlable, GDP is not noée sarlly lossg BULthle than
Matlonhl Income since.a nob 1n31gn1ficahb % of premium income is: pald

" by people’hot: residing in Trinddsds T4 .should also be nobcd that
Trlnldad's premlum income doed hot 1uclu&e‘”dnnuxtlos" ;
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cnough to offset the disadvantages of inconvenient opening hours {and

the nonpayment of wages by cheque).

Table A4 shows the grOWEh'faté of GDP and Life, Non-ILife and

Total Premiuvm Income for Trinddad, with average growth roctes ovor the

1954 - 1956 period of 9.9%, 9.8%, 8.4% snd 9.2% respoctively. When the
growth rates of life, and btotal premium income are eorrvclabed with changes
in GDP, we get correlation ralios of .88 and .68 redpectively and these

are both significant at the .0L and :05 confidence level rospechtivelys

this suggests a fairly close relalionship. The resulls are not surprising
"since a measure of tho gtability of premium income os a perccntage of GDP
gives fairly smail standard deviotion coefficients of ,29 snd .77 respectively.
We can therefore reler to the ratio of premium income to GDP ag the
'Tusurance Intermediation Ratie' (I.I.R). MNow, it may also be thought by
some cconomistbs that the average nunber of dependents in a country would
have some effect on the number of life policies in foree. We therefore
correlated the rabe of growth of life premium income with the rate of growth
of GDP per hoad7 (Table A5) and found a ratio of .51 to be significant at
the .05 confidence level. These results aldgo sugpost that thore is no basie
change in the promiws income/assurcd value ratio i.c. no change in the

distribution belweoen endownent and lifc policies {See Table A6)

TABLE 1 : CORRELATION RATIOS FOit GROWTH -IN PREMIUM INCOME/CDP (TRINIDAD)

CROWTH IN PREMIUH Inédﬁﬁ7bbp conﬂrLAT}EufiﬁﬁEﬁf“
bife Premium Income/GDP ‘ .68
Totnl Premium Income/GDP .68
; Fremium Income per hd/GDP ; .51 J
E Non-life Premium Income/GDP ) 3L;7 . 30 - é

i e _— e

Table A7 for Trinidad shows that non-life insurance busincssa
tonds to be considerably less than life business, being on averosge , wiih
very little variation, 63.9% and 36.1% for the period 1954 — 1966, The
correlation coofficient of .30 for increases in non-life busginess with -
inercases in GDP is not significant; partly because mobor car insurance,
which 1§‘n major component of non-life business, is more relatod %o changes
in H.P conditions than to chongoes in GDP. In (uyana, non-life business ig
paaller { baing 27.3 % of total premium incotie: in 1967); possibly bscause
Guyana has less mobor vehicles (but nore wooden. buildingq) and is less
industrialiged then Trinidad. But generallJ, insurance business measured
by premium income as a percenﬁaﬂe of GDP _1s largor in Cuyana ().B? 1n 1967)
T, There may be some dofinite relaLionshlp between SbOﬁleOBS of income
i.e. fixed incomé (eug. S&l“rlés) bnd - premlum 4necome, which . iq a fixed

" vmnd long. term form of. saving: but sbatigtics are unbhvoilable::.Jn fact,
there should be. a very hlgh coFrGlatlon Bétween prbmlum 1ncome and

Fricdmah!s "permarent 1ncome”_uhr~
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than in Trinidad (2.5% in 1966) partly because commercial banking activity

is not as intensive and competitbive as in Trimidad,

It is hardly possible lo propound a theory of ingurance
intermediation for Uhderdevnloped countrles, baue& on the above reoults,
since a time series of insurance statistics was only available for Trinidad.
However, the stability of the life premium/GDP relationship seems o indicate
that two conflicling tendencies are exactly offsetting cach other:i-The
firet ig what we might consider to be the 'prosperity cffect'. Asincomes in
an underdeveloped country rise from a previously very low level, saving

"via insurance companies (and other financial institutions) should rise more
than proportionately since people wonld be in a better position o make "~
dong term saving. Thig tendency is being reinforeced by the fact that income
tax nllowances on premium income paid by policy holders is fairly high e.g.
in Guyana in 1968, premium income allowance was raised to 1/5 of the policy
holders! earned income (1/6 in 1966}, In countrics like Guyana, where the
narginal income tax rate is said to be high evem on moderate incomes, the
holding of insurance policics (and the allowance on premium paid the 2reon)

'ins said to be an attractive way of "evading excessive tox“.::The conflieting
teridency is dve to a reduction in the trisk eflect' Now, people undertake
coﬁtractual saving via insurance companles in order to avert an& risk to
the Tecelpt of prezent income {not belnﬂ in a p081t10n o bear or absorb
losses ) or the bequeathing of fubure income to helrs. \lhen incomes rise,
therefore, they shonld become less of a risk ave:ter_(gven if not a rihk_
iover) and adopt saving habits of a more liguid and semi-transactions nature
e.g. bank defositingm(ﬂore emphatic dn a covwntry with a Hational Insurance
Scheie). If the positive prosperity offect'mbrefgpfgbtﬂ the negative risic
Lffecﬁ bhis would he reflected over, time in a rise in the ratio of premiwm
income to GDP and possibly a. fall in the rallo of bank deposits to GDP. 1In
open cconomies, like the Cgrlbbean,-rapld inflation iy not expected to
accompany rnpidly-risipg iﬁcohes and g0 there. should be no bias against
lopg term (insurance) saving or any-addgd urge towards a more liquid form i+
of saving as a result of (moderate) prica novements. Wor -should the curreint
interest on bank deositu be espL01ally favoured to the future interest on

participating and equ1ty linked insurance p01101es.

-y .

A third crlterlon of Ehe devclépment of 1nsuranoe bu51ness is
the size and growth of assets._ In Trlnldad the ssets of insurance
companles are considerably . smallor than the assets -of bonks, but the
esblmated average rate of 1ncrea§e of 1nsurance asséts la 9,3% for the

1954 - 1966 ‘period; whereas for ﬂanks the"

até of 1ncreasc ig 847p' for.
bullding soeletieq the average ra%e of. %pgygase is 4.2% and for Pgst Office
Savings Banks -~ 2; 7 KTable AB) '

of insurance asse%s be%nden 1966 hhdﬂig'

L
%he average rahe of increase in;%he aése%ﬁ

Por»Guy'ha fthe gabimnted rate OL incrbase
é14180 and’ for.the 1954 period

Y

T comner01ai banks, bulldlng
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societien, and the Post Office Savings Bank ie 0.75, 0.17, and -1.8 percent,
rospectively (Tnrle AY). In Jamaicn, the number of insurance companics
erortlny is suall and variable sad so it is not possible to moake. a

rnea nlngful comparigon for this counLry.

Littie information is available about the relative size of local
and 0r615n insurance cowmpanies in Trinidad and Jamaica, In Guyana, in
1967, 1ocal_cpmpanlos accounted Hfor 57p of the hole insuronce maxket. 7
In life insurance, local companies dominated with 62% of the business (1ife
insurance representg 72% of the tobtal market) whereas in non-life insurance,
foreign companies dominated with 58% of the business. Adequate and up-lo-date
statisbice might reveal a similar situation for Trinidad and Jamaica e.g. -
iu Trinidad, between 1952 - 1958, the amount of non-lifc insurance written

by foreigm compsnies was over 94%.

SECTION IT: AMALYSIS OF THE ASSEY STRUCTURE OF INSURAHQEvQQﬁPAHIE§

In this scction, an 1J%15 will flr“L bo made of the effect of the dlvtrlbutlon
of nssets within' the p01tE0110 of 1n$uranca Coﬂpdnlﬁﬂ on the roal sector,‘
with particular referenae to the'effects on production, wealth and distribution
of income. Seccoudly, we shall éxplore the effecbks on the monetafy:system,

e.g. government deht policy, the balance of payments and the woney supply.

‘Effccts on the Real‘Sector

"We all know that life assurande began as risk sharing, ond thendevélopeé
into a visk beering enterprise. As premiums were found to be too iafge; dnd
as norbtality rates improved, surpluscs built up and the practice of paying
bonuses was gradually adopted. In due course it became apparont‘tha%,'with
the help of tax relief on premiume, n with-profits erdowment assurance was
a good invesiment as well as providing life cover, #nd a substantial amount
of savings money Flowed inte the insurance companies“.a A similar developuent,
with respect to no claim bonuses ete., can be traced for non“life buginess

like fire, notor, marine, aviatlon etbe;

Before Lhe war, little nonpy s 1nvested in equity shnres,:because
these were considered Lo ba foo risky. In the oarIJ posth war perLod, nore
ghares began to appesr in companies! porifoliocs, bub it'was accepted as
prudent practice that bonuses should not be'paid out of capibal appreciation
because of the gupposed likelihood also of internittent (albeit ihfredueﬁt)
capital depreciation; However, a recent charge in cutlook has cone dbout,
becauge the gustdined rise in oqu1ty share érlces, aid prlcoa gcnerallj,

S : LT
Rt Lo P

8 A.B. Brooufield: "Presidential Addidss" delivbred o ‘the Tadulty by the
Deputy Genernl: Managor of, the Siandard Life Assurance
Company on 215 October 1968
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since the war, hes led pecple and companies to believe tha® both movenents

will continue indefinitely.

The ain of an dinsurance conpany therefore, ig to naxinize goin
and uininize losses. Thus, in arviving at an optimun asset. portfolio
policy, an insurance company nceds to consider the mathenatically. expected
yield from its entire holdings of asﬂats Because of the legal and noral
congtraints which 'econpel' an insurance coupeny to be in a position %o
mneet clains, am insurer's 1nveanen» preference function is usually more
dlver51fled, and at the same tine wore heavily weighied in favour of safe
agsets than nost camﬁaniés. Diveréification enablea the investor to
escape all but the risk rosulting from swings in economic activity. "It
is conmon practice for investnent counsellorsto accept a lovor expected
return from defensive securities (those which respond 1ittle to.chgnges in
the economy) than they require fron aggressive gsecuritiecs (which exhibit

9

gignifioant response)™. Today it is still true to say that insurance

conpanies are risk averters rather than risk lovers.

Table AlQ for Trinidad, shows the distribution between local
assgts_inthe portfolio of 1lifc companies. It shows thal norbgages are
not only the largest single item din thé asset portiolio, -bul have increased
from 40.5% 4m 1954 to 46.4% in 196f (average of 44.5%). Table A 10 also
shows that government sccurities night have risen, but that policy loans
and rcal estale holdings have fallen; as percentages of local assets, being
22,7% (classified "all other"), 22.0% and 5.1% in 1966, respectively: In
Guyana, Table A 11 shows thot real estate mértgages held the sone relative
portfolio Qize as in Trinidad (44.3% in 1967); also,in CGuyana, government
gecurities holdings were relatively higher (%1 9m in 1967) but pollcy loans

other than nortgages ("other loans") were relﬂtlvelv lover at 12.4% in 1967.

There are certain congtraining factors which govern the pattern

of insurance coripanies' holdings of reproduclble and non-reproducible assets,
One is that most assurance companioes régard ldans on policies as part of the
insurance contract, #nd consequently considetr this as a conpulsory type of
investment which they must undertakés, Thus the amount .of money which
insurance companies consider investing in the different merkets according

to their assessment of tho ylelds; is the difference between the surplus

of income over expenditure and the largesb 31ze of expec»cd policy 1oans.lo
A second constraint is the need fbr non—llfe COHpaHlGS to ronnln falrlj
.11qu1d,51nce tholr llﬂbllltlES are short terua_ A third constralnt is that
the con%raetual nature of 1n5uranco %uqlhess'forcesi Jnsurunoe conpanies

[REPTPIEEY

g For an ulpgrnt cxposltion, b"shd on the Tobin nodvl, «~
K L See Wdly: Sharp@.aﬁupltal Ansoh Prices: A Theory
~of Merket Equillbrlum under conditlon L Of Risk“ 1u Journal of: Flnance,‘
Sepb., 1964: - ' B RV S L C )

See Ecohonic Surver of Trlnldééi’19$3 ﬁﬁigﬁ f-ﬂlHIHtTy Of Tlﬂﬂnce, 1959

A ! . S Loh lh;. ol 'i!-;._!'."'l'

?2

10
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to invest in fairly safe assets, reflecled in an incrense in the supply
of mortgnges especinlly in underdeveloped countries wherc suitably
conpebing assets do net exigt; this tendency has its counterpart in a
rapidly increasing demand for uorlgqgea, oving parbtly to thoe unlversal
desire for better housing nnd partly to the incone tux allowance on

interest on nortgnge loans,

In the interost of econonic growbh, insurance loans' ghould
5@ of an investment rvather then o consvnption nature.-. It is thercfore
of long term benefit 4o the cconony thobt policy loans, which are prinatily.
wgad for the purchase of consuser durables, are relatively suall, and in
the case of Trinidad, a falling porcentnge of total asscts. Horeoven a
large portion of the consuner durables is inported and thercfore thelr
purchase hasg little bencficial produetion: effects on the Caribbean econonies.
The large holding of rortgages nakes insurance contpanics responsible for
a high percentage of private construction activityf Bven bthotgh houses are
a non-reproducible aeeet, wilh once and for 0ll production 6ffocts,
insurance conpanies help to create émployuent in the highly labour intsnsive.
construction scctor (where inport leokages are fairly anall) and so add to
the goneral atbock of wéqlth in the country. Equltles finance reprodu01ble
asscets, but at the noment holdings of these assets by insurance companies
are very snall, partly to avoid risk and partly because suitable assets do not
exist in underdeveloped countrios. Thus tﬁg changing composgition of insurance
componies® porkfolios are as mich duc to changing production pattgrns as
are production dhanges induced by chénging portfolio distributibns.llﬁnother'
wealth effect is caused by the holding of government sccurities, as there st
exist sone rélationship betveeon the 'insuran&é (financial) superstrﬁcture' in
a country and the real infrastructure . One possible unfavourable result
of the predominence of mortgage financing may be an increase in the inequality
of wenlth and income., House building is very expénsive and the very people
who would be able to sccure loans within the value of paid-up preniun sre-the
well-to~do individuals, the assured value {and premiuin thercon) of whose

1life policies tend to be large.

The above production, wealth and distribution of incone effects
are really related, not to the to%ai volume of assebs of insurance i
eompanies, but to the local cornonhnﬁ of those asswbts, Table A 12 shows _
that, in Trlnlﬂﬂd 62 8% of the assets wccumulabed bctnoon 1954 and 1966 by

1ife companles wers 10091, and. ag much ag. 37 2p of the asuots were forelgn.

o,
Bee Gurley & Shaw: ﬂonov in a lhﬁory of F;nance ' 1960

vk

a1
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Table A 13 for Guyana, showsg the percentage of the vuriaus types of
nsscots that are loenl ord Foreign. In 1967, of the 50 willion 5? assets,
514,405,000 or 29% was invested aﬁrbad,:%i%h foreign sccurities being
75% of foreign investment. For fhé;fdreign insurance conpenies, in
Guyané{ the percentagé invested abroad is higher. Desﬁito the sub-
gtontial anount of foreign investieht, insuranice conpmnica still rinke a
gignificant contribution to GDP,'directiy and indirectly, Table A 14 |
shows the conparotive contribubion of insurance and otﬁers to GDP in

Joumpica.

. Bffects on the Monetary Systen

Technically, insurance companics can affect nonetary policy becabse
they arc in a position to influence the price of long tern government

sceurities or the supply of noney.

Insurance companies can influence the price of long torm
governnont securities in Guyana, because they are virtunlly nonopsonists
i.e. nonopoly buyers, Table IT below shows the percentage of long-tern

govcrnncnt qeeur3t1og that ig held by insurance conpﬂnlov in Guyana:

CABLE T1: INSURANCE HOLDTHGS OF SECURITIES u_GUYﬁ‘n (5000)

YEAR |TOTAL ANOUNT [AMOUNT, BOUGHT | SECURITIES BOUGHT
e BOUGHT BY INSURANCE Co® T BY. INS, CO0° AS A
TR PRRCENTAGE OF TOTAL
1965 | 5,348.2 1,25%3,0 ° LY 23,4
1966 1,044,2 504, 2 48,3
1967 1,02%.3 - a08i2 40.0

SOURGE: -Bank of Guyana, 1968

Tf, for instance; insurance coupanies thought that decuritios ﬁricés“did

not reflect/auff1c1ont iy high price of tihe and prlcc of risl, relative

to other asset prices, they would change thelr’ tastes or asset preferences
ﬁndrﬁﬁy loss securitios in order b arrive at their optinel investnoent
position. Such an actién should Bduse a +tall in scouritics prices. 1In
roality, however, such a fall 1s dnfikelf‘tc*hapﬁen;bocauso the'capi%ai.
narket da:an inporfoet one ~ insurdnee ecotpanloes-tend to go for securitiles
at -the..long end of. the 1iquidity-speétruﬁ;beCause rnost of their conmdtnents
are of a predlctwblc long tomn. notit¥es Lo khe extent therefore;- that
inaurappehcqmpanies:do;noh adjubt ﬁholrfpurtfoiio‘policy to- éhanging .asset
brice .patterns (re inflation eridstiatish: in;sectora or “gub-scctora); thc;

atg not proflt naxlnlzors, t%klng duo dccouhE of brokers' fces for

switching. Such rlgldlty in the bbhuvmouf:rfllnqurance conpqnies glves

cipdonce, tb the drgimentithat thord: cx1sﬁé byt "gap bétweén the longeat
.ni‘

potlod . for: which theé banis Pr°§9f“ﬁqhign¢iqn&'

Eho M1n1qun periad sought by
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Life ingsuronce conpﬁnlos con affect the noney supply because,
like banks, thcey con ereate debtg; howover, porhaps thiz class of deblb
does not significontly offect the wawillingness of bthe corrvesponding
creditora to spend, oa nuch ag bank deblb does, becouse of difflecrences in
liquidity. But a najor constraint on the ability of insurence coupaniies
to inercoge tho woney supply in Caribbean countries is tho fact that a
largo portion of tﬁeir azscla are held by non-residents of the area;l
this also hos balance of payuents inplications.. Today, there is o |
novencnt awsy from the rather 'sterile'oarguments about deposit imoney
creation, credit creaticn, credil expansion or near noney creation,
towards a mere reowarding conperdson of the ralative sizes of bank and non—

bank (c.g. insurance) asscis.

SECTION TIT: AMALYSIS OF THE LIABILITIES STRUCTURE OF TNSURAHCE COHPANIES

In the sane way that an exanination ef the changing distribution
within the assct porbtfolio of insurance companies night give clues as to

their inefficicncy, so can sn analysis of certain dbas 1c‘llﬂb111+1eu ratios.!

Onc criterion of éfficiency is n comﬁaiison of a élaimé/liabilities
ratio and a rescrves/lipbililics robtios If the clainsf{liabilitics rhtio is
falling, but the rcservésflimhiliﬁics ratiao iz not falliﬁg, then insurance
companics could be considercd to be opcratlnﬂ inefficiently. Unfortunately,
insurancd liabilitics {stock) statistics are not qullqblo for Trlnldad,
but promiun incone (ﬁ flow connonent) n1gh+ be con51dorod v useful proxy
neasirenent in a ClﬂlDS/pTOli urn ineoéne und reserve funds/pronlun inconc

conparison. Table A 15 shows bhot olqims as a pcrccmtﬁgo ‘of frdmiun income

hng boen increasing ropidly betweon 1954 and\1966, nainly becaunse 1ife policy
gurrondors increased by 400% during the pgrlod, vhercas preniun income

only increcsed by 200%. This phenonenon has 1nportant inplications for the
theory of insurance saving, since it inplies thot people now regard 1life
insurance as & nediun tero rather than a long tern forn of .gaving,.. Unfortu—
nutelyt reserve funde statistics are not avallable and so it wos not

\
possible to ealculate the reserve funds/preniur income ratio..

A sccond vatio, which night indicate the degroe of cfficiency
of insurance compnniocs, in the preéniun incomefussuxed value rotio.. According
to insurance theory, such o ratio nlght be expec%ed to foll for three
redgons. The first ie that with conbinuous post-war inflotion the assets

of insursnce companies should apprecid$e in ﬁdiue fastor than management -

e

See Radciffe Report Conmittee on thd Uorklhﬂ ef the honotarv_ﬁysten
. H.M:8.0 l‘Luf'u‘il; 1954 L e

13 See AN, McLeod- "Crodit Expansion in an Open Beonotiy": Bgononie Journal
. Septenber 1962, e ghd ' '
- ' : f186kde UiY: Thonas 1 e Balanco of Payuents “end
Honny Supp11es SR Co1ohial Honetary Ecthony" in
i Soeiai and Ecohomlc Studles Vol, 12 No. 1 Mar. 1963

E.: o
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expenses) and such windfalls should be pagsed on in the fern of lower ﬂ
preniung. The second reason why the premiun inéouo/assurcd vulue ratio
nighl bo expected to fall is thet as cenpanies becone larger, risk

bearing becouss nore possible and so investment can be nade in assets

with higher yields, part of which should be passed on to the consuner.

The third reason is that the average 1ife gpan has been increasing, and so
protiun rabe charged should fall,

Table A 16 shows that the preniunm income/sssurcd value rotio has indeed
becn falling; howover such o fall night also bedue te a relativo rise

in the nunber of 'whele of 1ife' policics and a relative foll ia the

nunber of higher prewmium condownent policies,

A third ratio, which uight indicate the degrec of efficiency
of insurance conpanice iz the tax/prcmium income ratio : if this ratio
ig increasing, it would show the pbilily of insurance compenics to
gcononise on exponses (given a constant bax rate)., Table A 15, which was
previonsly referred teo, shows thot thx as a % of premiw) incone has indeed
been incrensing. However, Table A 15 clso shows that tobal expenditure
(including nanngenient exponses) also inereasod fron 59.1% of premiun
income to the ineredibly high figurc of 91.7% of premium income in 1966. -
Such a paradoxienl situabtion hasg important implications for insurance
theory; it implies thot insurance companies have increasgiangly to reply om
interest income from previous investments, rather than on premiur incoume,
(i.o. reinvestnent) for further accuwrmlation of assebs. In the case of
non-1life conpanies in Trinidad, Table A 7 shows thit cxpon&iture has also
been inecreasing, being 62.2% premium income in 1954 and 85.0% of premiun
income in 1966; however, the inecrease hag not been even, fluctuations
probably occurring owing to the unpredictable nature of non-life claims

e.g. fire.

A fourth ratio, which rolates to the efficiency of the economic
system as & whole, rather than to'insurance companies,.is the external
assets/fotal assets ratio. (local assebs ratio). Recently introduced laws
in Trinidad ond Guyans arc designed to 'encourage! insurance conpanies
to hold a higher percentoge of local nssebs iﬁ.order to increase local \f)
capital fornabtiom. . In Trinidad, ag a result of the introduction of-thg __l% |
1966 Insurance Ack, the local componont of the 1966 Inerease in asset
holdangs of life companiles roge o BO 4 (59 7% 1n 3965) tno ney, 1ega1
mlnlmum being 60% of the shock of qsse%s. T Gujang, Jn 1967, “the amount
of forelgn angselts held was stlll ag- hibh a. 297 of total assols;

||".|l e - i

SDGTION Ive THD FUTURE OP IHSUEANCD OOHPAﬁIES AVD POLIGY IHPDICATIONS

PR 'll iy i'" H. AT AF ‘.|_:. .
In thls sectlon, NE shalllatkenp% to detcrmlne the future lelative

T

importance of 1hsurahce onpanied an& to ylghlight some factors whlch would
_ Je shall also

¢

Yohd #o 1nf1uence the growth of‘inq_

ancé 1n%drﬂodlatioﬁ.




Future of Insurance Companics

Insurance Conpanies will probagi§ increose in relative importance as =
financial institution because the demand for insurance has a high income
clasticity. The demand has ibz voluntary and cowpulsory osspects. On the
volun%ary gide, one rosscn for fester growth will Yo thc.fact that life
insurance provides both a form of collateral éecurity as vell as a weans

of entry into the loans merkel. Another rehson ie the faet that interest

paid on mortpgege loanz is tax doducfable; alga insurance promigm(up ko %B of the
year's income ih Cuysnn) is deductablo from taxable incownd .

Thesoe factors sheuld bé& especially appealing to people with rising incomes,
particularly in ccuntries where fhe dircct tax rate is rising. Some non-

life ingurance is compﬁlanry cvg. third party motor insurance. The demand

for notor cars zhouwld have a high (oven if logged) income olaslicity.

With the trend tbowards industrializalion and trade in the Caribbean, the
increase in other non-life business should conlinue bul nob quite as fast

as the increase in ¢eononic activitly.

One fecter bthot can probably cause a reduction in the growth of
pri&ate insurance intormodiation‘in the Caribbean is the possible introduction
of a conprehensive nationsl insurance (or pensions) scheno, Such an
introduction may cause n reduckion of the growing "managed fund" and

"annuity" business of insurahce compdnios.

A useful indleation . of the fubture developmont of the insurance
business night be hed from a comparison with dher more developed countrica.
In 1962 assured value per houschold in Canada was 311 OOO(Uanadian)'l
whereas in Trinidad it was only:if ,995 por houachold. Life insurance

sets az a percontage of GDP wws 24p 1n Canada in 1962, 20% in Britain in
19)8, baged on the assets flguro shown n Tuole A 18, and 7.56% in Cuyana
in 1967. These pCTCGﬂu&gO“ are . a good 1ndicat10n of tho BCOpe for potential
development of 1nsu1&ncc business in an Caribbean. Table A 18 also shows
that, cven in devcloped couﬁtrles, 1nsurance cotlpanieg have been developing
fagter than nost other flngqcial institutions e.g. in 1938 in Britain,
insurance assets wore 75% asriarge as bank asscts, wheroas in 1958:ﬁhey
wvere 82%. Table A 19 shows thatl the annual ‘rate of groth of life insurance
assets in Canada was 6,6% fron 1945 Lo 1950, 7,07 5 fron 1950 to 1955 and
7.4% from 1955 to 1962. Such rapid growth of life business in Canada
indicatez that the greater relative 1mportanee ‘of insurance business in
developed céuntries i hardly duve bto greaber industrialization. In fact,
the life funds of inmsurance companias in Britain, at the énd of 1957
anounted to £4,042 m anﬂ the general (noh 1ita) Junds anounted o only
£399n and these funds’ reprnswnted ‘over 9? percan of “the Invested asaeﬁsl
5"

of all 1nsuranou conpanioa in resPCOE o{ business kranSacted in Britaln.

4 See Royal . ConmlsS1on on Bankxnﬁland Tlnance ), Canada 1961 Pg,238

Radcliffe Yeporh' Op. ch P, 82 e :f; . _ S E
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Thug the rolatively high ﬁcrccntj(Bi.S% in 1966) for non-lifc busincss
in Trinidmd, as proviously shoun in Tablo A'1 is unliicely to conkinue
in the fubture, despibc the nppﬂreﬁf gbabilify in the rotio for the -

periol 1954 - 1965.16

But Caribbuan and other unrbrdovclopod countries oy aot
necessarily tread an identienl Yinsurance n“th' to thet bodoen by'the
present developed countries. Thu growth of non-benk intericdiaries,

é.g. 1nsurﬂnce coupanices, nay dupunn on the degree to ghich*cxpansibn of
oubtput is bascd en exterial flnan01ng, the pattern of intorest rontes -
(nonotary and real) end goneral nonctary poliév:17--1t is not surpriging,
thervfore, thot the ralﬂtivg fineneial importance of inuurance'éompanies

ig less in Hexieo thﬂn it 18 1in tho loss develsped Covroimwenlth. Caribbean,
probably, partly because of n large non-uonetized scctor rnd the iﬁhibiting
effecte of inflntion on long tewn saving. Table 20 for Huﬁicolg shows that
1ife insurance saving was 0.1% of GNP from 1955 — 1959, vhereas in Cuyana
antdl Trinidad in 1967, it was 5% and 1. 6p respectively. The fact thet
insurance business is relatively greater dn Guyana, than in Trinidad,
reinforcos the pﬂinE that there is no fiﬁéd'pﬁfﬁérn or' rule conecerning the
yelationship between the size of the i1 urance scctor ”nﬂ the level of
cconoentic dovulvpaunt 19 The rclotlvu jupoibance. of insurance 1nst1uut10ns
within a counLry will inercasc with cconomic growth, but it is posaible

for the relative size of the insurnnce sector to be greater in country A
than in Country B, which nay bo nore nconomcall; udvanocg_th . Country Al

. r1 i

Nor 1s tho paktern of dlohrloutlon of ﬂ%m ta! likely to be the sane for
7

countries at the same stage of dchlobue t or for countries ot dlffcrent

stages of developuent, as Toble ITE bnio¥!sh$1éa
WEE
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16 In Trinidad_nonnlifb Businesé'MGy be 'high'! becausc of the skewed ﬂ
distribution of income and the need to insure againgt riot, and
fire to theo nany wooden btuildings.
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7 Sce Gurley nnd Shaw: Op. Cit. P._228,— 231
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DOV(lcpunnt Cvnuro Studies, 0 L.G.D. Paris. 1966
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_In this vogaxd, 1t is 1ntor'551np to nDLL that cormereial bank
deposits ds a purcontago of naﬁionai incone (See Loble AB) s
alnost:the sane it Trinldad, .G0Fana dnd Jansica..
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TABLE III: A COMPARI30X OF THE ASSET PORTFOLIO DISTRIBUTION
OF DEVELOPED AND UNDERDEVELOPED COUNTRIES

ASSET TYPE  TRINIDAD QUYAMA  MEXTCO CAUADA  U.K
(zocan AssErs)  (1966)  (3963) (1962)  (1956)
- 1966 :
Cash and Bank ——— :
Depcaits (Included in 2.5 8.8 0.5 2.1

securities )

T.B. and othor

Government : .
Securities 26.4 33.2 . 20,7 47.5 48.6
Mortgnges 46.4 44,3 5.3 39.6 12.3
* Policy Loans 22,0 12.4° 7.8 4.1 (lEEIUded
‘ - Hortgage)
Shares, Real N e )
Latate & Hort-
goge Loans to _ _ o
Private scocbor 5.2 : 3.0 . 2%3.1 6.4 31.0
Other . (Included
in gecuri-

ties ) 4.6 34.3 2.1 6.0

Policy Implications and considerations

What iz said in this sub-gecklon is mainly tentative mince it is
diffiéuit to make definite policy suggestiond on the basis of limited
statistical evidence. However, wilh insurance premium or saving such
8 large percenbage of incremental capital formation in Caribbean
territories, it is wise for bthere tc be a review of the role and
efficiency of insurance companics in distributing these saved resources
between varlous secbors and sub-sectors (in keeping with a policy of

less preoccupation with banks).

A major point of interest is the extent to which the savings
of the commnity are tranaferred abroad, thus creating a net drain. Ak
the moment, forelgn securilties held is still a very significant
percentage of total assets of insurance companies of many Coribbean
countries e.g. in Guyana it ig 29%. The relhtively large foreigh holdings
lequ to a comparison with the external portlon‘of the national dept and
ratsos the argunent whéthér:Cariﬁbéhn governments would not indeed find
themselves internally financially indepéndent if there is a 'closing’

of the financiai sector. 20 T4 can'bc'argﬁ?d that an eriforced reduétion

20 ; L B
Here the problem of the loreigh oxchange consideration is o very

involved one. We have to take into account the net of clains

and ermiums paid bo and collected from ngn-residents and incomne
and dividends accruing from foreign sccuritics and nortgage
investments . ;

See R.A. Sowelom: Townrds Finsneied Independence in_ s Devoloping Economy
G.- Allen and Unﬂin-1967
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of foreign sécurities'ﬁbuld cause insurance companies to feol that their
portfolios are riskicr and this nay cauge then to invest in 'safer' aesots
e.g. mortgages, rather than equities, and this nay net lead to optinum
allocation of resources in the country, However, thig Supposcd qualitafivo
loss in reésource allocation would have to be carefully compared with the
overall quantitative gain. In the llght of the above, the 60% local assets

ratio enactment in 1966, scoms rather small.

The btax system con be used to persuade insurance companie#s to
hold o highor percentnge of lockl amsetbs. In Guyana, 1ifo pelicy holders
arec only allowad an income bax allowance 1f their policies are held in
companics, which have o 60% local assebs ratio. This hes the desired
effect of penalising the nain foenders, foreignléompanios, and 'forces
them to hold more local assets. A tax allowance on inberest paid on
nortgages encourages the expansion of the nortbape market, ano it can be
argued whother the direct welfare effeets from such a po1ch outdelgh the
benefits to be dervied fron formulafing‘tax POllClOS to stirwlate the
equity cnpital market in the region. Are imsurance couplementing or
duplicating the efforts of bullding societics?

We also ought to consider Jhethﬂr there are any cconomies
(or digeconomica) of scale in the insuwrande buslnesq. The nmumber of
insurance companies scems Tather larger in relation to the volumes of business
trensacted {and in relasfion to the number of bénks) Dcop*te, for exannle,
Guyana's legal reglstration requirenment of aSO 000 from csch insurance
company, there is an increase in the number af=companles, rather than a
trend towards amalgamation, Amalgamation maj reduce the rate of increase
of "managenont" end "commission expeﬁses“ (50% of expendifure in CGuyana in
1967) which is evidenced“iﬁ.the balance shect of connénios, and may lend
to a higher 1evel of compamy tax paid by insurance companics. Table IV
shows the amount pf tax pald by insirarce companies in Cuyana as a

percentage of premium income 1n 1968.

TABLE IV: INCOME TAX PAID BY ALL INSURANCE COMPANIES IH _GUYANA %

T

TRAR PREMIUM INCOME . TAX TAX/PREMIUN INCOHE
1964 M.A 583; 508 . N.A

1968 24,154,800 769, 807 3, 0%

- S P 3 T R S| I -
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e r Estlma{e based on 1966 and 1967 flgures T .-r .
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Toax paid, as 3% of promiwn income, hy all insurance conpanica in

Guyana, secms rather small compared with a 5.2% for life conpanies

in Trinidad, as shown in Tablo Vi
LA R

TABLE V: THCOME TAX TAID BY LIFE conPAHIEo 1 TRINIDAED 'TTH

e e —————— . m——— AL — = et P

YEAR  PREHIUN THCOME TAX  TAX/PREMIUM INCOWE
1964 19,823,000 1,028,000 L 5.2%
1966 21,779,000 1,205; 000 5. 5’

The diffcrence belween the Guyana and Trinidad percentages might be due

to differonces in asset earnings, "exponses"”, tax rote or the fact that
21

3

non life bUSanuS is loss profltablc than life buginess. 1In

Guyana there is also a difference in tﬂe rer unit tax paid by local and
foreign companics, as seen in the difference between the percentage of
foreign companies' tax/ loeal companies'hax_(SO% in 1964 nnd 41% in 1968)
and the poercentage of foreign companies"assets / local conpanies!’

apsets  (75% in 1967). Thus it apponrs that foreign companies were nore
profitable than leczl cormpaniea in 1964, bdut ﬁﬁch less efficient than
local companies in 1968. Life business was supposed to he 72% of

total business in 1967 bubt in 1964, tax paid on life business as a
percentnge of total business was, 84 and in 1968, it was 46, Thus life
business wasg nore 'profitable' than non-life in 1964, bubt much less
profitable in 1968. Such extrene flucuuatlons betyeen 1964 and 1968 nay
be duc to non-vigilanee on the part of the Inland Revenue Departrnent.

In 1968, the apparent overall rate of return.én‘ingurancc.business in-
Guyana was only 7%. This raises the point whether a "pxeniun. income tax"
should not be imposed in Guyana. Such a tax nay Foroe insurance companies
to scek higher yiclding asscts (rather than safe low yiclding assets),

to cut down on managcmenk/cammission "exﬁenses” and to be generally

nere efficient.

_/ Table A 21 ..;......}.,...L...."j.._

21 P e
rofltﬁbillty should be dlSLLHgUlJﬂOd from eff101chJ, since the lattor
refers %o the opulnallty of the asset portfollo distribution, ' From
the point of view of, returng tn uho wﬁole‘econonj (Uhlch includes
the sun of exterral’ economlos) Houevet; profitablllty ghould

sonewhat reflect efflcloncy in allocation of regourees in a perfect
world.

e e
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Table A 21 also shows that the tax paid by corticrelal banks
in Guyand is prdbably,gfeater than that paid by insurance conpanies,
despite Lho goaller nusele mize of the latber. These [igures,
although not nceessnrily reflecting the profitability of investnents
by banks to the economy as a whole, uay refluce the enthusiacn of
those who, believing non-banks to be rivals to banks and at the
same tine inferior alloealors . of résources, would like to rostrict
the expansion of non-banks. ,ﬁrgumonts'ha#e-beon=put-forward in
fa Tour of brlnglng non- -bank flﬂ“ﬂClﬂl 1n5u1tuu1on¢ ulthln the
scopo of Pcntral Bcnk (or ccn+ral non-bank' ) control by requiring
then to raintain nininum cnsh roscrves and cnpowo11ng the cenbral bank
to vqry the required minismn, Tt has also been suggezbad that
non~hanks should not be sllowed without pern1ﬂ51on to accept dep051u5
subject to less than seven (7) ddys notice, thus reducing the degree
of perfection of substitution between noun-bank deposits and the depﬁsiﬁ
liabilities of commercial banks. However, it has been pointed out
that the ability of nen-bank intermediaries to defeat the restrictive
purposes of monetary policy is not entirely unrelated to the gize of
the noney supply, and that bty controlling the nonay supply the

authorities may be able to exert a powerful influence on the

=

22

activities of non-bank financial intermedisries.

Finally, sone insurancé_companies have branch@s in the other
territories of the Carlbbean Tree Lrade A%éa. With r0”bect to the
bu1ld1ng up of their flnancial supersbructure, these territories are
ba81cully on the same "financial Dafh” 23_ ihus the current btrend
t0uards brade. und productlion 1nLegruE10n should be parallolod by o -
movement towards financlal 1ntegrat10n;' A strategy of pooling the
forelgn exchange reserves of the Caribbean Area, would be nore effective
when comblned with = !pooling of sav1ngs' policy. The flrct step in
the direetion of finanelal self-sufficicncy should be the closing of the
Tinancial secltor of these economies to novements outside of the area,

thus cousing 'vegional financial creation! . The result of such a

/policy‘ e hsecsteraerena

, - '
Sce T.W. Newlyn: ™Phe | upply of Honoy and its contro]“
Beononic Journal June 1964, pb. 34) -

2e-

TFor a discussion of altornatlvo f1n1n01a1 paths; sce J.G. Gurley,

' TFinancial Structures in Dovoiopingﬂﬂconohles", in Fiscal and

. Honetarv Probléme in Doveiobin# Gbﬂh*fles. Confercnce at
Rehovath; israel,.1907 i : T :
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policy nay cventually moke poszible 'financial diversion' to the

Caribbean arca including'inport substitution in foreign aid! ., -

Table VI guggests the possible effects of such a policy on the’

external public debt position in Guyana,

TABLE VI:' BXTERNAL DEBT COMPARED WITH FOREICN- SECURITIES HELD BY,
SOME IRSTITUTIONS in 1967 _IN GUIANA

IHSTITUTEQN

FOREIGY SBCURITIES

HELD *
Insurance Co° 24,516, 300
Commcrcial Bankg 14,281,000
P.0.5 Bank 7,518,000
Building .
Societics 594,000
Governnent
Fensions 3, 600,000
Sugnr Velfare [
and E 5,500,000
Sugar s
Rehabilitatio
ogagalltﬂtloi 900, 000
Sugnr Price
Stabilisation I
Fund QO0,000
SUB-TOTAL 57,309,300
CENTRAL BANK

|
i
]

TOTAL

36,913, 000"

3 94,722,300.

L 134,967,600

TOTAL BATERNAL DEBT
(PUBLIC)

£ 124,967,000

* Does nol include the Ponsion Funds for all firme, institutions
or individuals.
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oL TRINIDAD: PREMIUM INCOME AS A PERCENTAGE OF G.D.P. AT FACTOR COST {1954 - 1966) : '—““ﬂ
oJ
: (Comparison with Commercial Banks and Post Office Savings Bank)
Table Al e e
NYear G.D.P.at % New Renewal Total Life Non~-life Life and Life and Total Bank Comm.  Post ~  Post . . | .,
Current Increase Life Life Life Premium FPremium Non-iife Non-life Bank Deposits Banks 'Office Officem‘- L ;?
Factor in Preminms Premiums Premiums % of Premium as % of Deposits as % of Savings Deposits Deposits
Cost G.D.P. 2) G.D.P. G.D.P. G.D.P. Deposits as % of
' as % of ‘ G.D.P. j
(TTE m.) (TT$000} (176 000) (TT§ 00O) (TT$000) {TT$000) (TT$ 000) GeDePe " irrg 000)
]
1954jJ 430.6 1,214 6,097 7,311 1.697 4;328 11,639 2.703 105,060 24,40 9.5 5,863 ‘;?59g ;
1955 L9g.h4 16.0 1,591 7,093 6,684 1.739 5,201 13,885  z2.k62 111,527 22.33 9.k 6,522 i.306 | ;
1956 556.300 11.4 1,487 8,33% 9,321 1.763 5,556 15,377 ° 2.497 121,494 21.84 .5 5,472 ) .9836.
1957 659.100 18.5 1,673 9,362 11,055 1.677 6,100 17,155 2.603 163,937 24.87 8.2 4,895 - CeThZT
1958 719,400 g.1 1,963 10,565 12,559 1.7L6 6,384 19,443 2.703 162,777 22.63 9.6 i 4..,8“06 ‘ :.66811“ R 1
1959 799.100  11.1 2,522 12,939 15,861  1.935 7,898 23,359 = 2.923 190,285 23.81 9.8 103,101 . 5 -6383; B
1960 865.900 8.4 2,677 15,018 17,698 \ 2.0 I 9,400 27,?96 3.129 193,913 22.39 10.0. |. 4,835 .~ ..558k. i b
1961 95%.800 10.3 2,659 16,751 19,410 | 2.033 | 10,L68 29,868 3.131 189,912  19.389 9.9 4,878 . .5109. - - ]
1962 1005.700 5.3 2,654 16,192 3 18,8L6 i 1.87 1 11,395 30,2k% 3.007 , 202,771 20.16 9.6 3,663 . . €36425'J.y p!
1963 109L.200 8.8 2,596 17,669 20,265 ; 1.832 12,126 | 32,391 2.960 240,533 21.98 c8.9 ]l pems i f' i
1964 1148.600 5.0 3,115 16,708 19,823 ( 1.726 | 12,617 32,440 2,824 247,703 21.57 N e I o FIT T P 8 CLE ok i
1g65 1188.0060 3ody 3,560 17,946 | 21,L06 1.802 12,260 33,666 2.834 267,663 22,55 . 10.2 2,748 LT L2313 L i
1966 1326.500 11.7 | 4,807 16,972 | 21,779 1.64L2 10,965 i 32,74k 2.468 273,186  20.59 9.7 2,511 .1893 !
hverage l 1.808 2.788 22.23 ST T, Y SR O

1) Estimated figure Tor eone (1) company included.

2) This item includes the "New Premiums" and "Consideration for Amnuities" of some companies who did not report separate figures:

For 1954 -~ 1957 there were two (2) companies, and in 1958 one (1) company, which did not provide the split
between new and renewal premiuns.

1959 and 1960: ‘'New Premiums” of two (2) companies and “"Consideration for Annuities" of one (1) company included. R
1961: UNew Premiums! of three {(3) companies and "Consideration for Annuities” of one (1) company included.

1962: "New Premiums" of four (4) companies and "Consideration for Annuities" of one (1} company included.

1963: "New Premiums" of iwo (2) companies included.

196k: "New Premiums' of one (1) company included.

Source: Computations based on figures obtained from the Annual Statistical Digest, C.8.0., Trinidad and Tebago.

-’ »
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TABLE AZ2: GUYANA
Eremium Income a8 Percentage of GDF at Facter Cest - Cemparison
with Commercizl Banks e —
and Post Office Savings Banks
!

GDp Premium Income No. of Com, :Ziingifgsik

Year ai ‘ " Y oof Péiicy Bank % of i
Factor GDF Life Denc- CDF Do 9 of

Cost Life Gen. Totzl T =it PO ~

G4M, GE OO0 GH000 GE'O0O GHM. Gﬁaiﬁﬁ) ooF
1950 135.0 Liofin Neda THaa N.&a N.a. 17.0 12.7 7,917 5.9
1951 150.6 i " " " " 21.2 14,1 8,250 7.7
1952 158.6 T n 1 n I 22,0 13.9 10, 094 6{_3
1953 175.8 i " o fi " 30,0 16.9 10,545 5.9 ; -
1954  191.7 " & " " "L 30,2 15.9 12,058 6.3 -
1955  191.5 " v i " " 30.3 15.9 1,472 7.7 £
1956  207.0 " & H & t '31.5 15.2 11,645 5.6 =
1957 231.7 Y " i v " 3.6 15.0 11,166 4.8 :
1958 2341 I H 7 1 T ! 37.1 15,9 1},?68 5.0
1959 239_4 I 11 i " n l 38.6 16.1 11’148 L8 7_
1960 263,35 r n 1] 1" » Li_ B ]_6,9 11, 886 4.5 ;
1961 289.8 " " " & v Lo.o 13.9 11,142 3.8
1962 307.2 H " " i " L8.4 15,9 8,397 2.7
1963 275, 4 " r " " " 62.7 22.7 7,216 2.6
196[__, 302.9 n " 1 i n 71.9 23.8 8,565 3.5
1965 326.3 1 n 1" 1 3 ?8.] 23"8 71870 L. 2
1966  350.9 n h 19,870 5.7 ” 83.0 25.8 8,101 2.3 ) o
1967  377.5 13,999 6,013 22,012 5.8 u 93.6 25,0 7,859 2.1 S
1968 ‘ e
NOTE : -

in 1966 Foreign Companies collected $2.702M. in premium income or £5% of the
total Hen-Life Premium Income.

ln 1966 Foreign Insureznce Companies'(Life) premium income was $4.664M. or
31.6% of the market (Life Premium Income)



TABLE AL:

TRINIDAD

Comparison of the Percentage Growth of Life and General (Non-

Life) Insurance Premium with GDP at Factar Cost

~30~

. Ti¥n.

Life and 1

|
Nor- .
Year Life ) Non-Life
; MIe s % of GDP
1954 - - { -
1955 16.0 18.8 i 20.2 19,3
1956 11.4 13.1 £.8 10.7
1957 18.5 12.6 9.8 11.6
1958 9.1 13.6 12.9 13.3
1959 11,1 23.1 14,1 20.1
1960 8.4 14,5 19.0 16.0
1661 10.3 9.7 11.2 10.3
1962 5.3 ~2.9 8.6 1.1
1963 8.8 7.5 6.4 7.1
1964 5.0 | -2.2 0.2
1665 3.4 8.0 - 2.3 3.8
1966 11.1 1.7 ~10.6 2,7
Lverage over period 9.9 9.8 8.% g,2

In 1966 in Trinidad Life Business was 66.0% of the insurance
market (premium incope)

In 1967 in Guyana Life Business was 72% of the insurance
market {premium income)

SOURCE: Computations based on figures obtained from The
Annual Statistics Digest, C.5.P., Trinidad & Tobago
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DRAFT Table A5

= Trinidad: Correlation of rate of increase in GDP per head with rate of increase
in Life Prewiums

Rate of Rate of : _

Year G.D,P. Population G.D.P. (%) Life (%)
(mn, ) per head | Increase in Premium Increase in
G.D.P, (TT $000) Premiums

per head
1954 A30.6 597,550 617.3 - 7,311 -
1955 499 .4 720,800 692.8 12,50 B,684 18,78
1956 556, 3 742,500 749,72 g,14 . 9,821 12,09 _ |
1957 659.1 764,500 861.7 15,oéjf 11,055 12.56 K ';i‘f
1558 716.4 788, 600 912.2 ‘5.86 12,559 13,60 “ P
1959 769.1 817,030 578.0 7.21 15,461 23,11 E
1560 865.6 841,150 1,029.4 5.26 17,696 14,46 | ‘g" ’
1661 954.8 867,650 1,100.4 6.90 19,210 9.69 -
1662 1,005.7 900,450 1,110.8 1.49 18,846 -2,91
1663 1,004.2 924,250 1,183.9 6.01 20,265 7.53 3
1964 1,148.6 951,050 1,208.7 2.09 19,823 ~2.1¢
1965 1,188,0 973,900 1,219.8 0.62 21,406 7.96
1966 1,326.5 954,850 1,333.4 9,31 21,779 1.74 3

Average 6,73 .8 z

Source: Computations based on figures obtained fromn
Statistical Digest, C.&.0. Trinidad and
Tobago.

et e




DRAFT Table A6 |
Some Indices of Efficiency of Insurance Companies 1966/1967 \
! . Percent Percent Percent Percent Percent Percent Percent . ‘ x
‘Mo, -of No. of Premium Premium Assured Assets of of of of of of ‘ qf e
coppanies| Policies Income Income Value (Life Premiunm Premium Premium Premium Premium Premium Commercial
{(Life) (Life & (Life) & Imcome Income Income Income Incone Income Bank
Non- Non-~ (Life} (Life (Life) {Life (Life) to Deposits
Life) Life) to and 10 and to House- of
assured Non- National Non- DMNatiomal heold National
Value Life) Income Life) Income Saving Income
(Life) to to per ‘ '
Assets Naticonal head
Income e e e e e e e e i+ e i |
7 Local : - o ﬂ
34 Foreign 12,631 16.0m, 22.0m, 143.1m. 50,0m, ©B.a. 44% 5% 7% 23,1% n.a, 27.9%
GUYANA (24 Total (10 Life (10 Life o T
Life j} com- co- :
panies) panies e
1
24 Life _ .
TRINI- 42 Non- 707,408 21.8m., 32.7m. 822.3m. n.a., 2.6%  n.a. 1.6% 2.5% 21.0% 30% 25,7% . ST
DAD Life -
24 Life ) e
JAMATCE 116 Non~ 110,476 n.a, n.a, n,a, n,a, n,a. n,a, n.za. n.a. n.a. T, 2. 28.8% .
Life (17 Life) T o
(1962) 1965
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Trinidad:

Distribution of Premiums between Life and Non~Life

Table A7

TT SO00 % Distribution
Year
Life Non—Life[— Total Life Non-Life Total
1954 7,311 4,328 11,636 52 .8 37.2 100
1955 8,684 5,201 13,885 62,5 37.3 160
1956 9,821 5,558 15,377 63,9 36.1 100
1957 11,055 6,100 17,155 64,4 100
io5s8 12,559 &,88¢4 19,443 64,6 100
1959 15,461 7,898 23,350  66.2 100
1960 17,5888 9,400 27,0095 65,32 100
1961 19,410 10,488 29,898  64.9 100
1962 18,846 11,395 30,241 652,32 37.7 100
1963 20,265 12,1286 32,391 62,6 37.4 100
1964 19,823 12,617 32,440 $1.1 38,9 100
1985 21,406 12,260 33,666  ©3.6 36,4 100
1966 21,779 10,965 32,744 66,5 33.5 100
Total 204,116 115,218 319,334 A®3.9 AV36.1 100

Source:

Computations based on figures provided in the
Annual Statistical Digest, C.5
and Tobago

0., Trinidad
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Table A8

Trinidad: Rate of Growth of Assetis of Insurance Companies, Commercial Banks,
Building Societies and P,0. Savings Bank o
7T $000
Insurance Percent Com= Percent Building Percent Percent Pexrcent
Year Companies' Increrse | mercial Increase Societies Increase P.O.S.B. Increase Increase
Assets> Banks in GDP e e
1954 40,556 - 112, 384 - 5,952 - 14,854 - -
1055 45,175 5.6 118,739 5,7 5,856 i ~1.8 14,900 +1,7 16,0
19586 55,560 13.0 131,076 10.4 5,859 o,1 14,698 -1.4 11.4
16587 68 620 23.5 174,001 32,7 5,863 c.1 14,616 (.5 i8.5
1¢58 77,772 13.3 172,500 -0.6 6,136 4.7 14,515 0.7 9,1 _
185G 93,73% 20.5 186%,510 15,7 6,471 5.5 13,938 -4,0 11:1 o
1960 ip&,5824 15,0 205,021 2.8 0,888 o.4 13,912 ~0.2 8,4 .
19561 119,592 10.3 159,927 ~-2.,5 6,994 i.5 12;819 ~7.9 10.3 o
1962 120,984 1.1 212,219 6.1 7,507 7.3 12,578 ~1:9 5.3
1963 129,554 7.1 252,999 16,2 g,060 7. 12,346 -1.8 8.8
1964 129,760 0,2 267,107 5.6 8,340 3.5 12,109 -2.:0 5.0
1965 134,664 3.8 286,157 7.1 8,467 1,5 11,311 -6.6 3.4
1968 130,975 -2.7 300,538 5,0 9,338 10.3 9,044  ~14.8 11,7 ]
1967 n.a. - 311,502 3.8 10,015 7.2 5,224 ~4.4 -~
Average S.3 8.7 4,2 -2.7 14 .7 _;_ 3

¥ Estimated on the basis of a premium/asset ratioc of 1:4,

Scurce: Compututions based on figures obtained from the Annual Statistical

Digest, C.8.0.,

Trinidad and Tobago.




DRAFT Table A9
Guyana: Rate of Growth of Assets of Insurance Companies, Commercial Banks, Building SPCEL,
Societies and P.O.S.B. ;
GS 000 ; R
Insurance Percent Com~ Percent Building Percent P,0.8.B. Percent
Year Companies' Increase !l mercial Change | Societies Change Change
Assets Banks
(G$ mn.) T
1954 n.a, n.a, n.a. - n.a. n.a, n.a, 16.699 -
1655 n.a. n.a. 34,445 - 3,066 - 16,519 ~--0.5
1656 & " 34,324 - 0.4 3,970 +20.,5 15,540 - 6.5
1557 " " 37,334 + 8.8 4,787 +20,% 14,930 = 4.0 B
1958 " m 41,067 +10.0 5,483  +14.5 15,541  + 4.9 LooEmEET e
i 1959 " n . 43,418 + 5.7 6,923 +26,2 17,703 +13.9 :
: 1960 " " 53,987 +24.3 8,135 +17.4 16,808 - 5.1 e g
1961 " " 51,254 - 5.1 8,406 + 3.3 17,095 = + 1,7 o
1962 ‘ " n 51,381 + 0.2 7,533 -11.4 15,394 -~ 9.9
1963 " " 64,845  +26.2 6,836 - 9.3 15,318 - 0.5
1964 " " 74,690  +15.2 6,162 - 9.9 14,851 - 3.1 B
1665 n " 84,109 +12.7 6,082 +13.3 13,279 +10. 6 -
1569 87.7+ - 90,468 + 7.4 7,322 + 4,8 13,135 - 1.1
1967 91,9+ 4.8 101,736  +12,5 8,138 +11.1 13,026 -~ 0,8
Average + §,75 + 9,17 - 1.8 aE

* Estimate has been made for Feoreign Companies' component based on premium in-
income. RTRTIT
Source: Computations based on data obtained from the Annual Repeorts, Barnk of Guyana, - A




Iable A1O

Trinidad: Local Assets in Portfolic of Life Companies
TT $000
[ Year Total Mortgage % of lPolicy % of Real % of Allx l % 0£*
Loans Total Loans Total Estate Total Other Total
1954 14,437 5,583  40.5 4,572 31,7 1,407 9.7 2,605 18.1
1955 18,524 7,757 41,9 5,238 28,3 1,935 10.4 3,594  1G.4
1956 20,971 8,799 42,0 6,224 29,7 2,902 13.8 3,046 14,5
1957 23,834 10,576 L4, 4 7,202 30.2 2,835 11,9 3,221 13.5
1e58 26,298 13,181 50,2 7,991 30.4 2,114 8,0 3,002 11,4
1959 34,797 15,203  43.7 8,862 25,5 2,196" 6.3 8,542 24,5
1960 42,460 18,845 44,4 5,720 22.9 2,216 5.2 11,685 27.5
; 1661 48,652 21,504 44.2 11,248 23,1 1,474 3,0 14,426 29,7
T 1962 58,223 23,866 44.8 12,443 23,4 1,658 3.1 15,256  28.7
1963 58,73¢ 26,57¢ 45,2 13,339 22,7 2,868 4.9 15,952 27.2
1564 60,972 27,2386 44,7 13,78¢C 22,6 3,342 5.5 16,614 27.2
1965 65,763 3C,377 46,2 14,527 22,1 3,552 5.4 17,3207 26.3
1966 72,586 33,586 46,4 15,876 22,0 3,736 5. 19,188 26.5
. Averages 43,5 25,7 7.1 22.7

*

Souzrce:

Statistical Digest,

c.s5.0.,

Includes Government Securities.

Computations based on figures obtained from the Annual
Trinidad and Tobago.
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DRAFT

GUYANA
TABLE All: ASSET PORTFOLIO FOR LOCAL INSURANCE COMPANIES
G§' 000 e e e
i 5 o ] 1 Real ot | K ' il
Total Depo- | 2L ' Treesury od . % of nea. % 9f | Gther ¢ of TFixed % of lmother % of |-
Year = - ¥ Total TEiils Total Security Total Estate Total loan Total Asseis Toial Aqqets. Total
assets 2251 Ssets 22222 Assets Assets Mortgages| Assets == — - —_— —-
1966 46,473 1,437 3.1 508 1.1 15,045 32.3 20,134 Ly.g 5,807 12.5 1,369 2.9 2,173 L,
1967 57,042 1,250 2.5 €30 1.3 15,981 31.9 22,141 k.3 | 6,236 12.4 1,510 3.0 T2,20L. k4,5
SQURCE:

Computations based on figures obtazined from the Annual Reports, Bank of Guyans



TABLE Al2: TRINIDAD

Life Insuronce - Accretions to holdings of Loczl and Foreign Assets

TTE 000 . ‘ - -
Funds Accre- % of Acocre- Total
Tontal available tions : tions to Accretions
. Total - ‘ . i Total . e
Year ) Expen- for to Local Ac _ foreign ag % of
Income diture Invest- Income Invest- Fre Invest~ Total
“Ltions
ment ment ment Income
(1) (2) (3) (&) (5) (6) (73 (8) (9] o -
1954 8,564 4,321 i, 253 kg, 5 2,075 8.9 2,168 51.1 )
1955 10,282 5,145 5,137 by .g L, 087 79.5 1,050 205 oL
1956 11,430 6,383 5,047 L1 2 4Ly - LBLL 2,600 51.6 i o
1957 12,884 6,542 . 5,942 k6.1 2,863 £y.1 3,079 51.9 o
1957 14,907 8,5k1 6,366 Lz 7 2,464 38.7 3,502 61.3 o
1959 18,727 10,750 7,977 42,6 8,499 106.5 - 523 = 6.5 .o gL'
1960 22,789 12,008 10,781 L7.3 7,669 71.1 3,112 28.9 :
1961 24,894 15,220 9,674 38.9 6,186 63.9 3,88 36.1 -
1962 23,323 16,337 6,986 30.0 L, 571 65.4 2,415 34,6 _; .
1963 26,657 . 17,093 9,56k 35,9 - 5,516 57.7 L, 048 42,3
1964 26,520 18,973 71557 28.5 2,233 29,6 5,314 70,4 .
1965 28,152 20,130 8,022 \ '28.5 4,791 59.7 3,231 4o.3 “_‘Q
1666 28,576 19,986 8,490 29,9 6,823 80.4 1,667 19.6 TE
Total 257,605 1,611,829 95,776 \Au37.2 60,224 |y 62.8 35,552 Av, 37.2 TR
SQURCE: Computations are based on figures obtained from the Annual Stetistical Digest, "

C.5.0., Trinidad & Tobago.
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1les8

o _of Local Insurance Compan
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Computations based on figures obtained from the
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Source

Bank of Guyana,

Annual Reports,




TABLE  Alk: JAMATICA

Contribution to GDT at Factor Cost
(Current Prices) 1962-1966

£ Million

Year Goy Banking &4 Insurance o EE:Zie af Total ;_ﬁn?
1962  2L0.4 2.81 1.2 L.83 2.0 3.27 1.4 10.91 ) ".w
1963  255.8 2,76 1.1 L.93 1.9 1.75 Q.7 9.43 :
1964 273.6 3.12 1.1 5.18 1.9 2.14% . 0.8  10.8k »
1965  297.1 .10 1.k 6.28 2.1 2,82 0.9  13.17 -
1966  322.5 L.85 | 1.5 6.41 2.0 2.bh 1.1 3£.70

1967  336.5 5.71 1.7 7.16" 2.1 3.26 1.0 16.1%

- 40 -

SOURCE: ZEconomic Survey, Jamaica 1967 (Central Planning Unit, Jamaica)



DRATPT

4ABLE Al5: TRINIDAD
Jife: Claims, Texetion, Expenses of Management, as z ratic of Premium Income

TTS1000 | _ | i

H’ Total Tax Expnenses
. i Claims o s % oof Total 7 of -
Prerium Surren- Total s ag T of of . . . SEE Do s
Year ‘ . ) as 7. of Tax . Premium Expen-  Premium
Income derse Clreims o . Premiun Manage- . )
Premniun : Incone diture Income ‘
Incene ment ‘

Income e e et e
1954 7,311 ,635 2,250 30.8 59 .8 1,585 21.7 4,321 59.1
1955 8,684 , BL5 2,637 30.3 B84 -9 1,989 22,9 5,15 ' 59.2
1955 9,821 1,323 3,640 37.1 100 1.0 . 2,088 21.:3 6,383 - 65.0
1957 13,055 1,241 3,882 35.1 113 1.0 2,330 21.1 6,942 62.8
1953 12,558 1,557 4,671 37.2 104 .8 3,047 - 2L.3 8,541 . 6B8.0
1959 15,461 1,928 5,811 37.6 138 -9 3,831 24.8 10,750 E9.5
1960 17,696 2,177 6,327 35,7 282 1.6 4,290 2k.2 12,008 67.8
1961 19,410 3,234 . B,313 L2.8 - 289 1.5 55401 27.5 15,220 78k
1962 18,846 £,099 9,571 50.8 330 1.7 - 5,117 27,1 16,337 -B6.6 :
1963 20,265 2,660 9,402 46,4 539 2.6 5,591 27.6 17,093 8L.3 :
1964 19,823 4,897 10, 541 53.1 1,028 5.2 5,808 29.3 18,973 95.7 N T
1965 21,406 3,192 10,851 50.7 1,189 5.5 6,254 29.2 20,130 94.0 ‘ oLTTs
1966 21,779 3,275 10,129 46.5 1,205 5.5 '

6,890 31.6 19,586 91.7 . : o

SOQURCE: Computotions based on figures obtained from the Statistical Digest, C.3.0., Trinidad & Tobago .
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DRAFT

TABLE Al6: LIFE PREMIUM INCOME AS A PERCENTAGE
OF ASSURED VALUES
TTZ ' 000 "
Prenion Assured Pre. Inc._
Year Income Values ags Y of
Life Life hss, Val,

1954 7,311 139,898 5.2

1955 8,684 164,788 3.6

1956 9,821 189,893 5.2

1557 11,055 226,507 L,9

1958 12,559 243,507 5.1

1959 15,461 308,160 5.0

1960 17,696 372,283 L,8

1961 19,410 438,654 Lk

1962 18,846 459,570 L.l

1963 20,265 486,936 L,1

1964 19,823 566,902 3.5

1965 21,406 592,265 3.6

1966 21,779 707,408 3.1

SQURCE: Computations based on figures obtained from

The Annual Statistics Digest, C.S5.0.,
Trinidad & Tobago.



DRAFT

TABLE 17: TRINIDAD
Relationship between Premium Incowo and Exnendifure and Frefit for Non-Life Companies
. TT3'000
Incoenme ! Expenditure Profit Total
.-~ Income os ¥ of Expenditure
. Other - Claims . - N e
Year Gross Tectal . Tox . Gross 25 W of
Total ) Inceore paid Profit s .
Premiun | Expen- & Other Fremium Premium
Inconc _ Interest . . & Other -
f Income diture . Expensces Income .
i Rent, etc. Expenses - .
19734 L,bL70 b, 328 141 2,691 - 2,339 352 +1,779 Li.1 §2.2
1955 5,361 5,201 160 3,269 2,969 299 +2,092 £0.2 62.9
1974 5,748 5,556 192 3,736 3,418 308 +2,022 36.3 67.0
1957 6,264 6,100 193 L, okg 3,673 376 +2,621 42.9 , 66.3
1952 7,095 6,884 211 7,389 6,254 - 204 - L3 © 10F.3
1959 8,138 7.898 2L1 5,311 byhsSk 1 +2,827 35.7 ©7.2
1960 9,686 9,400 286 6,894 D4795 42,792 28.8 73.3
21961 10,824 10,488 337 9,975 8,L3L - 849 8.1 95,1
1962 11,766 11,395 370 8,708 74k78 +3,058 26.8 76,k
1963 12,631 12,126 5053 9,949 8,677 +2,682 22.1 82.0
1964 13,384 12,617 767 9,762 9,003 +4 ,881 38.7 773
1965 12,870 12,260 610 10,020 9,148 +2,850 23.2 Bl.7
1966 11,462 10,965 97 . 9,323 8,650 +2,139 19.5 85.0
} 115,218 30,298 f 26.3 N
SOURCE : Computations based on figures obtained from the Annucl 5totistical Digests, C.5.0.,

Trinidad & Tobago

| e e v s
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Assets of Financial Institutions outside the Public Sector in Britain

TARBLE A18: - © fpn.
Annuel changes
1938 End o 1 , ,
1958 1952 1953 {1954 11955 1956 1957 1958
1. London clearing banks ceecssecccvsussciovanaessacnnsnas 2,320 7,300 130 240 250—]—330 50 270 300
2, Scottish DANKSE wececusenvoscasatmonasonnmncooscsasanuss 340 530 10 30 {- 30 |~ 60 =~ 10 30 10
3. Northern Irish banksS ...ecaccccononcennsucosnassnmassean | 50 150G - 5 10~ 5 5 - 5
L, Members of B.B.4, not included elSewWhere s.arcasvasces 1o} 120 vos awa e s
5e C.WuS., and S5.C.W.5,banks .c.vraancavcnccsancoansmoveannnns 110 200 - 5 5 10 -
6. Accepling houSesS sueecweos cecssurens ticescnomenscossao .eo 260 ~ 10 20 25 ~ 10
7 Overseas and foreign banks: banking offices in U.K. .. P 1,060 10 50 120 = 60
8. Discounl HOUSES sucemccuvosarannnnasecuorsasotnusasssas ‘e 1,050 40 20 - - 20
9. Trustee Savings Banks [Special Investment Depariments). 100 350 10 20 50 30
10. Members of the Finance HousSes Associalion ..eeeeeaccss .o 230 ces . e cas 50
11, Insurance companies established in Great Britain ..... 1,740+ 5,890 220 280 | 350 1390
1=z, Superannuation TunNdS .ceccecccacaccanccancoapnomancosrs .o 2,500 {140)+ ¥ * *
13, Collecting SocietieS scoecccvcscasusucacnasnsacnonancsas a0 300 10 15 15 15
1k, Building Socielties crrcvcrracnssnasnnesvaucansccoannaans 760 2,620 i2¢ 60 220 200
15. Investment trusts guoied in the London Stock Exchange. 710# - 10 25 25
16. Unit trusts s.scecccccovoosaconoooossssouasnsunnoosanas 80 50 - “eo S cos
17. Finance Corporation for INAUSLIY e.seeevcorsmnvonannea Lo 9 - 2 - 5 -13
18. Industrial and Ceommercial Finance Corporation ,..c.c... Lo 3 2 1 3
ig. Agricultural Mortgage Corporation .s.c.cecenesascocosas 10 40 5 - - 2
20. Public (quoted)} non~finance companies (financial T 41 - S STET.RDS MO
ASSEES) cunicioiverasonanaataesrnsaanunncosnnsancnoos 1, 700# 50 | J?o! 70 20| -10 - | cieaa e
21. Private individuals (excluding pension rights, life The information available '‘does not allow-tde-

agsurance policies, household goods, trade assets,
land and buildings)

quate estimates of annual changes to beé madey _
15,000¢ 25,000 buot the anpuzl changes in the market value ¢f 7.~ .2
assets held is sometimes very large.

SOURCE:

* Annuel inerease rises from about £140 mn. in 1952 to about £250 mn, in 1958 T ;
# Order of magnitude: market prices. 1932-34 figure. # Order of magnitude: oarket prices. + 1937 figure. S

# 1957 figures.

Radcliffe Report, August 1959, H.M.S.0., Britain. cireen rawElmedd

e
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Table Al0

. 1/
LIFE INSURAMCE AZSETS IN CANADA™

(c$ millions)

1935 | 1945 1950 1955

Federal Companies 1,828 | 2,886 3,997 5,599

Provincial Companies 28 54 84 162
Fraternal Benefit

Societies 135 185 223 282

TOTAL 1,991 | 3,125 | 4,304 76,043

1/ All federally registered companies, provincial
companies and fraternal benefit socleties '
registered for business in Quebec or Ontarioc.
A small amount of assets held by Componies
and sociéties in other provinces is not
included,

SOURCE: Royal Commission on Banking and Finance,
Canada 1964,

1961

8,574

307

400

9,281

1962

9,183

ser¥

9,9505”
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Table 20

GROSS AND NET SAVING, 1955-1959 IN MEXICO

-

e o T ¥ - UL B o
-

o
)
L ] L]

12,
13,
14,

Raymond W, Goldsmith 0O.E,C.D., Paris, 1966,

Amounts Relation
TYPE COF  SAVING (bill,pesos) to GNP
(percent)
Total gross saving 100,00 17.5
Capital consumption allowances 40,00 7.1
Total net saving {1-2) 60.C0 10.4
Capital imports 9,87 1,7
Gross domestic saving (1-4) 90.13 15,7
Net domestic saving (3-4) 50,13 8,7
Internal gross saving of government 9,22 1,6
Internal gross saving of for.corp. 1,41 0.2
Other saving, gross (5-7-8) 79.50 13,9
Other saving, net (6-7-8) 39.50 7.0
Financial saving through instit. 9,68 1.7
a) Bank of Mexico 1,37 0.2
b) Commercial and saving banks 1,39 0.2
c¢) Private Financleras A1l 0.7
d) Other (excl, e and f) 0.32 g,1
e) Life.insurance companies 0,69 0.1
f) Govt. insurance and pension ‘funds 1,80 0.3
Fixed interest bearing securities I3,71 0.7
Other forms of saving, gross (9-11-12) 66.11 11.5
Other forms saving, net (10-11-12) 26,11 4,5
SQURCE: The Financial Development of Mexico by
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TARLE Al8: Assets of Financial Institutions outside the Fublic Sector in Britain

1938 l

Annual changes

End
1958 1952 1953 ]1954 1955 |1956 | 1957 1958
| I et
1. London clearing bankKs seawescsccensosvornccorasvammncs 2,320 7,300 130 2Lp 250 =330 50 270 300 TR
o, Se0t1iSh BANKS scncecasoscorssooessasmotaocesosnetsonaas 340 930 10 30 - 30 =~ 60 -~ 10 . 30 A0 D e e
3. Northern Irish BanKS s.uee.sensovesssscssmcsunsusovaman . 50 150 - 5 10 - 5 5 - 5 . ‘““F
4, Members of B.B.A. not included elSewheTe sscecoscencas 50 120 ave ces ven .
5o C.W.5. and S.Co¥W.5,banKs .suervancavsvranaascnnonvosnma 110 200 - 5 5 10 -
é. Accepting HOUSES .cveesancrnosnscsecmnesssarasnuvsasuas “ne 260 -~ 10 20 25 -~ 10
7o Overseas and Toreign banks: banking offices in UK. .. vaa 1,060 Io 50 ‘120 -~ 60
8. Discount hOUSES w.cecescvcacsunsownrornnsaosuosarveans “as 1,050 40 20 ~ =20
9. Trustee Savings Banks {Special Investment Departmenta). 100 350 10 20 50 30
10.  Members of the Finance Houses Association eccecaseccess .o 280 cas e veo 50
11. Insurance companies established in Great Britain ..... 1,740+ 5,990 220 ] 280 350 390
12. Superannuation FunfS ..c..vccueeccoseuoroccoevoasanaas ce 2,500 (140)* * * #
13, Coilecting Societiel c.c.icevoccrcrsonconsunnvosnscvuna S0 300 10 15 15 15
1k Building 50Cieti@S sescesesscosvanccccsenncornavosbnsss 760 2,620 120 | 160 220 200
15. Investment trusts gueoted in the London Stock Exchange. 710#F - 10 ‘25 25
16. Unit LrUSTE eowvvecmccovnnscoesmbssconenosasancsnmncsssows 80 g0 coa .o .o caw
17. Finance Corporation for InduUELTY tevervcvovceasavonvaoes %) 9 - 2 -~ 5 - 13
18. Industrial and Commercial Finance Corporation ,..eeeus 40 3 2 1 3
1G. Agricultural Mortgage Corporation .+.vceconacmuescocoens 10 Lo 5 - - 2
20. Public (quoted) non~finance companies (financial 2 o
BSSELS) Liiosacciiserceniicsuennotunacaboanccnonbuona 1,700# 50 | 170 70 20| ~-10 - Yeow
' ]
21. Private individuzals (excluding pension rights, l1ife The information available does nmot allawdde~
assurance policies, household goods, trade assets, guzte estimates of annual changes to beimadeys -5t 5%
lznd and buildings) 15,0004 25,000# but the annual changes in the market value -of -= —i-—rH

assets held is sometimes very large.

* Anpual increase riepes from about £140 mn. in 1952 to about £250 mn, in 1958
/

SOURCE:  Radeliffe Report, August 1959, H.M.S.0., Britain.

7 Order of magnitude: market prices. 1932-3&4 figure. # Order of magnitude: market prices. + 1937 figure.

e

7 1957 figures.

e
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Table AlQ

. 1
LIFE INSURANCE ASSETS IM CANADAT

(C$ millions)

1935 1945 1950 1955

Federal Companies 1,828 | 2,886 3,997 5,599

Provincial Companies 28 54 84 162
Fraternal Benefit

Societies 135 185 223 282

TOTAL 1,991 | 3,125 | 4,304 1 :6,043

1/ a1l federally registered companies, provincial
companies and fraternal benefit societies '
registered for business in Quebec or Ontario,
A small amount of assets held by Compsonies
and sociéties in othexr provinces is not
included,

SOURCE: Royal Commission on Banking and Finance,
Canada 1964,

1961

8,574

400

9,281

1962

9,183

7673/

93,9501/
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Table 20

GROSS AND MET SAVING, 1955-1959 TN MEXICO

Amounts Relation
TYPE OF  SAVING (bill,pesos) to GNP
(percent)

1. Total gross saving 100,00 17.5
2, Capital consumption allowances 40,00 7.1
3. Total net saving (1-2) 60,00 10.4
4, Capital imports 9,87 1.7
5. Gross domestic saving (1-4) 90,13 15,7
6. Net domestic saving (3~4) 50,13 8.7
7, Internal gross saving of government 9,22 1.6
8. Internal gross saving of for.corp. 1.41 0.2
9, Other saving, gross (5-7-8) 79.50 13,9
10, Othexr saving, net (6--7-8) 39.50 7.0
11, Financial saving through instit. 9.68 1.7
a) Bank of Mexico 1,37 0.2

b) Commercial and saving banks 1,39 0.2

¢) Private Financieras ) 4,11 0.7

d) Other (excl, e and f) 0,32 T 0.1

e) Life.insurance companies . G,69 0.1

£) Govt, dnsurance and pension Ffunds - 1,80 0.3

12, Fixed interest bearing securities o 3,71 C0.7
13, Other forms of saving, gross (9-11-12) 66,11 C11.5
14, Other forms saving, net (10-11-12) 26,11 4.5

SOURCE:  The Financial Development of Mexico by
Raymond W, Goldsmith O.B,C.D. Paris, 1966,

\il
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Guyana:

JTable A21

Tax Paid by Insurance Companies and Commercial

Banks - Comparison between 1964 and 1968

Amount‘of

Amocunt of

tTaxes tTaxes
paid in paid in
1964 1968
Insurance Companies 5 583,508.52 & 760,807.31
(a) Local: $ 324,514.25 $ 545,289,352
(i) Life $ 101,500,02 § 93,300,086
(ii) General $ 223,014.23 & .452,987,46
Life as % of Gencral 46% ' 21%
(b) Foreignm $ 258,994,27 § 223,517,79
(i) Life $ 165,365.52 § 150,912.48
(ii) General $ 093,628,75 72,605,311
Life as % of General 177% 208%
£y
Commercial Banks $ 75,743,487 &% 583,051,57

a) This figure is for only one of the two commercial
banks which were cperating in the country in 1964,

b) This figure is for two of the largest commerxcial

The other three banks were
recently established and the amount they paid in

taxes. would only slightly increase this figure.

banks in the country.

Source: Department of Inland Revenue,

Finance, Guvana,

Ministry of




