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Comparative data for the region

DRŽAVA
Population 
(milions)

GDP per 
capita

Non-life GWP 
total (in EUR m)

MTPL GWP in 
EUR m

Insurance penetration 
(non-life GWP per 
capita)

Insurance density 
(non-life premium as 
% of GDP)

MTPL GWP /non-life 
GWP (%)

Simple loss ratio 
(%)

MTPL 
claims in 
EUR m(X-
Primm)

Slovenia 2,06 18.616 1.409,4 220,5 684,2 3,7 15,6 62,0 136,71

Croatia 4,24 10.266 758,3 275,3 178,8 1,7 36,3 47,9 131,93

Srbija 7,16 3.259 500,0 225,0 69,8 2,1 45,0  NA

Bosnia and Herzegovina 3,86 3.624 237,8 148,6 61,6 1,7 62,5 32,7 48,64

Albania 2.76 3.851 95,0 61,7 0,0 0,0 65,0 22,0 13,57

Kosovo   78,8 53,3   67,7 44,9 23,96

Črna gora 0,63 5.728 64,0 32,9 101,6 1,8 51,4 35,3 11,6

Macedonia 2,07 4.302 116,6 59,9 56,3 1,3 51,4 41,8 25,06

Azerbaijan 9,42 4.040 191,5 44,72 20,3 0,5 23,4 43,8 19,57



MTPL GWP/non-life 



MTPL GWP 



Insurance penetration 



Insurance density 



Simple loss ratio



Statistics Azerbaijan
2015 2014 Change 2015 2014 Change

EUR m EUR m % EUR m EUR m %
TOTAL MARKET 259,83  450,73  42,35 -    105,74  165,02  35,92 -   
TOTAL LIFE INSURANCE 68,33     110,26  38,03 -    30,64     30,01     2,11      
Voluntary life insurance 50,35     80,50     37,45 -    29,39     27,48     6,94      
Compulsory life insurance* 17,98     29,76     39,59 -    1,25       2,52       50,41 -   
TOTAL NON-LIFE INSURANCE 191,50  340,46  43,75 -    75,10     135,01  44,38 -   
Accident and diseases (V) 4,75       11,80     59,75 -    0,65       1,66       60,97 -   
Medical insurance (V) 42,75     74,86     42,90 -    30,08     50,56     40,51 -   
Travel insurance (V) 1,23       2,20       44,23 -    0,20       0,28       28,52 -   
Fire and other perils (V) 20,47     38,23     46,46 -    4,23       8,02       47,31 -   
Aircraft insurance (V) 6,41       13,13     51,20 -    0,30       0,23       30,75    
Ships insurance (V) 1,68       0,80       111,12  -          0,10       -         
Cargo insurance (V) 7,16       15,67     54,34 -    0,11       0,41       72,83 -   
Agricultural plants (V) 0,14       0,47       70,18 -    0,03       0,33       90,88 -   
Agricultural animals (V) 0,69       2,13       67,36 -    0,22       0,18       21,21    
Aircraft liability (V) 2,00       3,94       49,20 -    0,00       -          -         
Ships liability (V) 1,20       1,20       0,82       0,16       -          -         

Professional liability (V)

0,41       0,84       51,41 -    0,01       0,01       5,15 -     
Employer's liability (V) 0,81       1,21       33,05 -    0,01       0,02       53,64 -   
GTPL (V) 6,35       8,28       23,39 -    0,19       0,37       48,32 -   
Credit insurance (V) 0,37       1,38       73,45 -    0,08       0,09       8,88 -     
Overall motor insurance 61,99     114,57  45,89 -    33,57     62,36     46,16 -   

Motor Hull (V) 16,58     39,74     58,29 -    13,90     30,01     53,66 -   
Motor Vehicle liability (V) 0,70       0,99       28,96 -    0,10       0,65       84,16 -   
Liability for owners of motor vehicles (M) 44,72     73,85     39,45 -    19,57     31,71     38,29 -   

Immovable property (M) 14,85     18,30     18,86 -    0,79       2,54       69,01 -   
Military servants (M) 10,44     17,59     40,66 -    3,73       6,71       44,34 -   
Servants of judicial and law-enforcement bodies (M) 6,67       11,55     42,30 -    0,72       0,94       23,55 -   
Other non-life insurance (V)+(M) 1,13       2,29       50,58 -    0,01       0,20       93,04 -   
TOTAL VOLUNTARY INSURANCE 164,83  298,96  44,87 -    79,67     120,47  33,87 -   
TOTAL MANDATORY INSURANCE 95,00     151,77  37,40 -    26,06     44,54     41,49 -   

Business line
GROSS WRITTEN PREMIUMS PAID CLAIMS



Azerbaijan Insurance market 



Mandatory MTPL basics

First introduced in 1918 in Denmark
Matter of Public interest
Highly regulated INSURANCE COVERAGE
Green card system
Protection of the victims



…TO REGULATED or NOT TO 
REGULATE…

The contents of the insurance agreement are 
regulated

Premiums may or may not be regulated

EU position: competition
   (i.e. deregulation of MTPL premiums)



CASE FOR REGULATION

This line of business is in public interest
All the vehcles must be insured
If coverage is regulated, 
   premium should also be regulated

Political decision



WHAT IS REGULATION OF 
MTPL MARKET?

SAME PRODUCT 
  (price, conditions, benefits,…)

CONTROL OVER PRICE
CONTROL OVER CLAIMS PAYMENT?

Adequacy of technical provisions and assets 
covering technical provisions



Experience in the Region

 AUSTRIA deregulation in 80es
 SLOVENIA deregulation in 1997
 CROATIA deregulation in 2013

 KOSOVO regulated market



COMPETITION

Deregulation works only if it is replaced by competition.
Questions:

What is a competitive advantage in the MTPL market?

Does competitive market need regulation? 

What kind of regulation?



EXPERIENCE CASE WITH A LOW PREMIUMS
REGULATED PREMIUM: 

Extremely bad result
MTPL premium as a macroeconomical tool
Cherry picking by new entrants
Poor technical provisions

TRANSITION:
Agreement to make business sustainable
Gaining actuarial expertise
Role of the supervisor

LIBERALISATION:
Good technical result
Healthy competition based on segmetation
Good level of technical provisions



Typical pre-liberalization 
State of Insurance Market

Low insurance penetration and density

Inadequate pricing/reserving expertise:
- On industry level
- At supervisory authority level

Regulated commission levels

Motor insurance accounts for the significant share of insurance 
market

…and contributes significant share of technical result.



Prerequisites for the Functioning of 
Insurance Market

Adequate level of expertise on both levels:
- Industry
- Supervisory authority

Transparent „technical premiums“ levels
Adequate data acquisition & processing systems
Adequate level of reserving

Solid solvency position of most participating insurance 
companies:
- …if properly reserved



Obstacles

Lack of expertise:
- Actuarial
- Supervisory/regulatory

Lack of proper IT support

Market ill structured:
- High concentration
- Generally undeveloped market (share of motor too high)

Solvency levels low/financially unsound qualified shareholders



Pitfalls

Race for market share/liquidity at any cost
Convergence towards highly concentrated market
Reduced claims settlement standards
Major solvency problems
Decreased reputation of insurance sector
Stagnating development of insurance sector



Steps to take (in this order)
1. Build-up (outsource) expertise
2. Improve reserving standards
3. Remove commissioning regulation
4. Introduce transparency regulation
5. Audit data acquisition & processing
6. Check: 

actual profitability of MTPL
solvency positions
market structure (concentration, share of motor)
financial strength of qualified shareholders

7. Liberalise MTPL at increased reporting depth/frequency
8. Normalize reporting frequency



CONCLUSION

In order to have a liberalised market the following 
conditions should be met:

Enough (actuarial) expertise
Adequately solvent (and reserve) insurance market
Strong supervisor
Strong police preventing non-insurance vehicles
Consumer’s awareness



 
Thank you!


