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Foreword

More than 900 million people worldwide are served by mutual or cooperative insurers.

When added to the millions of people in emerging countries who rely on more informal,

community-run insurance arrangements, the true impact of this type of insurance

becomes apparent. It is the fastest growing part of the insurance sector.

In 2013 cooperative and mutual insurers accounted for
27% of the insurance industry and invested combined

assets of USD 8 trillion.

From property and casualty, to life and health insurance,
mutual insurers were the original pioneers of insurance
provision, with the first recorded mutual insurer dating
back to 1642, long before the first stock company

insurer.

Mutuals and cooperatives are values-based entities with
no shareholders and can therefore take a

longer-term view when managing risk. They are in
business to benefit their members and the communities
that they serve and to provide fit for purpose, fairly
priced products that are sold in the world’s most

competitive markets.

Mutual and cooperative insurers also serve the world’s
most economically excluded populations, offering
simple products to some of the most vulnerable
communities on the globe where having the right
insurance policy can be critical to your economic

wellbeing.

This is the first policy manifesto produced by ICMIF. It
is just one of the steps that we are taking on behalf
of the sector, to give a global voice to the mutual and

cooperative insurance industry worldwide.

Cooperative and mutual insurers have continued to win
market share since the turbulence of the global financial
crisis. Global leaders are increasingly supportive of a
business model that puts citizens and customers at the

heart of their corporate purpose.

We believe that the cooperative and mutual insurance

business model is not sufficiently understood by

L\

policymakers, regulators or commentators. It is now
time for ICMIF to work closely with them and develop a

common knowledge and better understanding.

This manifesto sets out to prove that the mutual and
cooperative insurance sector can offer solutions to the
very real economic and social challenges being faced by

people all around the world.

The manifesto calls for a formal recognition of the

value that mutual and cooperative insurers add to

the global economy and society. Further, it calls for
action to translate this recognition into meaningful
improvements to regulatory, legal and business support
structures both globally and at the level of national

governments.

This document signifies the beginning of a coordinated
dialogue between the mutual and cooperative insurance
sector and policymakers, politicians, commentators and

regulators in national and global institutions.

Shaun Tarbuck
Chief Executive, ICMIF



This manifesto calls upon global, regional and national
institutions to play their part in:

> Ensuring an appropriate business environment for cooperative and mutual insurance

> Engaging with cooperative and mutual insurers to help to protect lives and livelihoods

This can be achieved through the following actions:

G20

A POLICY COMMITMENT TO DIVERSE CORPORATE

OWNERSHIP

DEVELOP NEW OPPORTUNITIES FOR INVESTMENT IN
INFRASTRUCTURE BY COOPERATIVES AND MUTUALS

B20

A POLICY COMMITMENT
TO DIVERSE CORPORATE
OWNERSHIP

DEVELOP NEW
OPPORTUNITIES FOR
INVESTMENT IN
INFRASTRUCTURE BY
COOPERATIVES AND
MUTUALS

IAIS/EIPOA/ASSAL

A POLICY COMMITMENT
TO DIVERSE CORPORATE
OWNERSHIP

REGULATION THAT

IS SENSITIVE TO THE
OWNERSHIP STRUCTURE
OF MUTUALS AND
COOPERATIVES, THEIR
DIFFERENT CORPORATE
PURPOSE, AND IS
PROPORTIONATE TO

THE NEED TO PROTECT
CONSUMERS

FSB

A POLICY COMMITMENT
TO DIVERSE CORPORATE
OWNERSHIP

REGULATION THAT

IS SENSITIVE TO THE
OWNERSHIP STRUCTURE
OF MUTUALS AND
COOPERATIVES, THEIR
DIFFERENT CORPORATE
PURPOSE, AND IS
PROPORTIONATE TO

THE NEED TO PROTECT
CONSUMERS

DEVELOP NEW
OPPORTUNITIES FOR
INVESTMENT IN
INFRASTRUCTURE BY
COOPERATIVES AND
MUTUALS

DEVELOP NEW
OPPORTUNITIES FOR
INVESTMENT IN
INFRASTRUCTURE BY
COOPERATIVES AND
MUTUALS

SAFEGUARD SOCIETIES
AGAINST CLIMATE
CHANGE THROUGH THE

DEVELOPMENT OF SMART

RISK INVESTING

RECOGNITION OF

THE DIVERSITY OF
MUTUAL GOVERNANCE
STRUCTURES

UNITED NATIONS

A POLICY COMMITMENT
TO DIVERSE CORPORATE
OWNERSHIP

UNEP/UNDP/
UNISDR/UNFCC

A POLICY COMMITMENT
TO DIVERSE CORPORATE
OWNERSHIP

FACILITATE ECONOMIC
DEVELOPMENT BY INCREASING
ACCESS TO QUALITY
INSURANCE WHERE PEOPLE
ARE EXCLUDED

SAFEGUARD SOCIETIES
AGAINST CLIMATE CHANGE
THROUGH THE DEVELOPMENT
OF SMART RISK INVESTING

HELP TO DELIVER THE UN’S
SUSTAINABLE DEVELOPMENT
GOALS BY CREATING GROWTH,
JOBS AND A FAIRER SOCIETY
THROUGH WIDER OWNERSHIP

NATIONAL/STATE GOVERNMENTS & REGULATORS

A POLICY COMMITMENT TO DIVERSE
CORPORATE OWNERSHIP

LEGISLATION THAT FACILITATES FREE
AND FAIR COMPETITION AND AIMS TO
REACH BEST GLOBAL STANDARDS

REGULATION THAT IS SENSITIVE

TO THE OWNERSHIP STRUCTURE OF
MUTUALS AND COOPERATIVES, THEIR
DIFFERENT CORPORATE PURPOSE, AND
IS PROPORTIONATE TO THE NEED TO
PROTECT CONSUMERS

wwuw.icmif.org

A MACHINERY OF GOVERNMENT THAT IS
SUFFICIENTLY SKILLED TO UNDERSTAND
THE DIFFERENT OBJECTIVES OF
COOPERATIVES AND MUTUALS AND IS
ABLE TO PRODUCE POLICY THAT REFLECTS
THIS

FACILITATE ECONOMIC DEVELOPMENT
BY INCREASING ACCESS TO QUALITY
INSURANCE WHERE PEOPLE ARE
EXCLUDED

WORLD BANK/OECD

A POLICY COMMITMENT TO
DIVERSE CORPORATE OWNERSHIP

FACILITATE ECONOMIC
DEVELOPMENT BY INCREASING
ACCESS TO QUALITY INSURANCE
WHERE PEOPLE ARE EXCLUDED

HELP TO DELIVER THE UN’S
SUSTAINABLE DEVELOPMENT
GOALS BY CREATING GROWTH,
JOBS AND A FAIRER SOCIETY
THROUGH WIDER OWNERSHIP

IPCC

A POLICY COMMITMENT TO
DIVERSE CORPORATE OWNERSHIP

FACILITATE ECONOMIC
DEVELOPMENT BY INCREASING
ACCESS TO QUALITY INSURANCE
WHERE PEOPLE ARE EXCLUDED

HELP TO DELIVER THE UN’S
SUSTAINABLE DEVELOPMENT
GOALS BY CREATING GROWTH,
JOBS AND A FAIRER SOCIETY
THROUGH WIDER OWNERSHIP

PROMOTE MUTUAL AND
COOPERATIVE STRUCTURE TO
THE OECD SERVICES TRADE
RESTRICTIVENESS INDEX

RECOGNITION OF THE DIVERSITY
OF MUTUAL GOVERNANCE
STRUCTURES

SAFEGUARD SOCIETIES AGAINST CLIMATE
CHANGE THROUGH THE DEVELOPMENT OF
SMART RISK INVESTING

HELP TO DELIVER THE UN’S SUSTAINABLE
DEVELOPMENT GOALS BY CREATING
GROWTH, JOBS AND A FAIRER SOCIETY
THROUGH WIDER OWNERSHIP

Key to acronyms on opposite page




A manifesto for cooperative
and mutual insurance

This manifesto explores the important contribution that cooperative and mutual insurers
make to our global economy and society. It shows how these businesses, focused on their
core business purpose of serving their customer/members, have helped to protect the lives

and livelihoods of many people around the world.

Cooperative and mutual insurers are important to the people that they serve, but they are also a
crucial pillar of the world’s financial services industry. Many nations and states recognize their
contribution to the stability and wellbeing of economies, but there are places across the globe
where there is insufficient or no legislation in place to allow cooperatives and mutuals to make

their full contribution.

Who are we seeking to influence?

UNEP/UNISDR/
IAIS/EIOPA

NATIONAL/STATE GOVERNMENTS & REGULATORS

KEY:

G20 The Group of 20

B20 The Business 20

FSB Financial Stability Board

IAIS International Association of Insurance Supervisors

EIOPA European Insurance and Occupational Pensions Authority
UNDP United Nations Development Program

UNEP  United Nations Environment Programme

UNISDR United Nations Office for Disaster Risk Reduction

UNFCGC United Nations Framework Convention on Climate Change
OECD  Organization for Economic Cooperation and Development
IPCC Intergovernmental Panel on Climate Change

wwuw.icmif.org



Domestic legislation and regulation everywhere can and must be brought
up to the highest standards that exist in some countries to ensure that the
existing and potential mutual and cooperative insurance customers are not

disadvantaged.

Asinsurance is increasingly regulated at a global level, it is important that
there is a full understanding of the core purpose and business models that

mutually and cooperatively owned firms pursue.

Cooperative and mutual insurers are different from stock insurers. They
serve their members first and foremost; they are governed by their
members; they think about the long term; and they put lives and livelihoods
ahead of profit. They are ideally positioned to help solve many of the

world’s most pressing socio-economic problems, from enabling economic
development in both the richest and poorest countries of the world,

through to helping societies prepare for the effects of natural disasters and

environmental change.

This manifesto outlines the changes that are needed to facilitate this effort,

at a national, regional and global level. It is relevant for national politicians

and global policymakers and regulators alike.




Cooperative and mutual insurers are owned by, governed by and operated solely in the

interests of their customers/members.

About insurance
Insurance is an idea born of necessity. From its beginning it has been an enabler - allowing the
wider economy to grow, secure in the knowledge that risk is properly managed. It has been a

vital component of economic development and will continue to be so.

Following the earliest examples of risk pooling in marine insurance in the 12th century,
insurance as we know it today evolved during the 1600s based on the mutual model. Insurance
has since evolved into a complex form of risk management and transfer that operates in wide
and diverse areas of the global economy, protecting individuals, families, institutions and

countries from a range of risks.

Non-life insurance (also known as general insurance or property and casualty) insurance
provides protection against loss from risks to personal property (cars, homes, travel, etc) and

personal or professional liability insurance.

Life assurance and insurance provides a monetary benefit to the beneficiary of a deceased

person as well as savings and investment and retirement planning.

Health insurance policies cover the cost of medical treatments and financial support for

unforeseen life events.
Protection insurance policies provide financial support in the event of unforeseen life events.

Microinsurance is a mechanism to protect people in emerging markets against risk in

exchange for payments tailored to their needs, income and level of risk.

Mutual inclusive insurance/mutual microinsurance refers to pro-active efforts at providing
insurance services to low income or marginalized groups in a manner where they participate
in the design, development, management and governance of such products, services or

institutions.
Takaful (Islamic insurance) exists where each participant contributes into a fund that is used

to support one another with each participant contributing sufficient amounts to cover expected

claims.



Mutual and cooperative insurance
Insurance is inherently a mutual concept: it is based on communities supporting each other by
pooling funds to compensate those in the community that have suffered a loss or a hardship.
It is an instrument for both risk pooling and risk mitigation which helps build more resilient

communities.

The oldest mutual insurer still operating is Bilsener Gilde Versicherung in Germany which

was established in 1642. Globally there are over 525 mutual insurers which have each been in
existence for over 100 years, 120 of which are among the world’s largest 500 mutual insurers.
Countries such as the USA, UK, Canada and Germany have the highest number of mutuals

over 100 years old. The average age of the 500 largest mutuals is 93 years. This longevity fits
perfectly with the long-term values required of an insurer for both the customers they serve and
the communities they operate in. That so many mutuals have continued to operate for so long

suggests that their ability to innovate and remain competitive is no less acute.

Because there are no shareholders in a mutual or cooperative insurance company, the interests
of the policyholders are served first. Its business model focuses on using surpluses primarily
for the benefit of the members and their communities; it is the original form of insurance and

remains the true alternative to today’s widespread shareholder, profit-driven model.

Mutual and cooperative insurers have been significantly outperforming the rest of the

insurance sector in the period since the global financial crisis of 2007-8.

The period between 2007 and 2013 has seen a 28% growth in premium income for the world’s

mutual and cooperative insurers, compared to 12% growth for the insurance market as a whole.

The global insurance market share held by cooperatives and mutuals grew during the same

period from 23.4% in 2007 to 26.7% in 2013.

Longevity of the largest 500 mutual

and cooperative insurers Global mutual premiums
(years in business) and market share
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About the International
Cooperative and Mutual
Insurance Federation (ICMIF)

Initially established in 1922 as the Insurance Committee of
the International Co-operative Alliance (ICA) with a view to
strengthening collaboration amongst cooperative and mutual

insurers, ICMIF has grown and evolved over the years.

ICMIF promotes and works with the cooperative and mutual
insurance sector globally by providing valuable, cutting-edge
information and services to members and by representing their

interests on the global stage.

Wwith just five member cooperative insurers when it was formed,
today ICMIF has grown into the premier representative body for
mutual and cooperative insurers. Its global headquarters are in
Cheshire, United Kingdom with regional offices in Washington
DC, USA; Tokyo, Japan; and Brussels, Belgium. Today ICMIF
represents more than 230 people-centred insurers in over 70

countries with in excess of USD 270 billion in premium income.

Global mutual market share (2013)

Source: ICMIF, Global Mutual Market Share 2013, published March 2015

Globally there are approximately
915 million customers/members
of cooperative and mutual
insurers

Regional split of number of customers/
members of mutual insurers (2013)

‘ 388.5

‘ Europe Figures in millions
@ North America

Asia & Oceania
@ Latin America

Africa

Source: ICMIF, Global Mutual Market Share 2013, published March 2015

Mutual market share (2013)
by country

>40%

25-40%

15-25%

5-15%

<5%
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Cooperative and mutual insurers are important to global prosperity. They help to create
and grow sustainable economies and societies that benefit the lives and livelihoods of the

widest number of people by sharing power in, and the rewards of, business.

Mutual and cooperative insurers are good for markets and competition. Their different
ownership structure allows them to focus on the long-term needs of their customers and on
delivering high quality products, often designed with and for their customers/members, at fair

prices, rather than having to focus on the interests of external shareholders.

Customer-centric business models are now recognized by many as better for the financial
services sector. Following the turbulence of the global financial crisis of 2007/8, national

and global leaders are increasingly demonstrating support for a model of business that puts
customers, citizens and communities at the heart of their corporate purpose, adding stability to

the insurance and wider financial services sector.

Globally, cooperative and mutual insurers add diversity and therefore stimulate a more
competitive market which is good for customers. The presence of these mutual/cooperative
businesses creates a strong competitive force in the insurance market which can drive all

providers, regardless of their ownership structure, to price their products competitively.

Cooperative and mutual insurers are already contributing to global policymaking forums.
The sector has many pioneering leaders who are actively contributing directly to the policy

priorities of global organizations, such as the G20 and the United Nations.

Relevant G20 policy and United Nations priorities:

¢ Economic and societal development e Financial regulation

e Climate change e Growth strategies

e New communities e Human capital and job creation
e Economic exclusion e Investment & infrastructure

e Resilience ¢ Small and medium enterprise



Eight key factors that show why cooperative and mutual insurers
enhance economies as well as peoples’ lives and livelihoods.

Exist solely to serve the interests of their customers/members
Increase customer trust and accountability

Protect society and communities

Provide competition and choice for consumers

Contribute to corporate plurality and diversity

Promote economic resilience and sustainability

Offer insurance products to all - including the financially excluded

Can help societies prepare for the challenges of new global risks

1. Exist to serve the interests of their customers/members

Cooperatives and mutuals actively contribute towards corporate diversity because their reason

for existence - their business purpose - is different to that of stock market listed businesses.

All businesses exist to serve their owners. The difference with cooperative and mutual insurers
is that their owners are their customers. This means that mutual and cooperative insurers can

focus on the needs of their customers/members instead of the demands of external investors.

2. Increase customer trust and accountability
In many countries, trust in institutions of all kinds is at an all-time low. Yet existing customers
trust cooperative and mutual insurers more than they do investor-owned competitors. This
feeling of trust is because mutuals have been established to serve their customers, rather than

shareholders.

Ownership by members results in very different governance arrangements from those of
investor-owned business. All members are treated equally, and every member has, in principle,
one vote in accordance with their democratic principles. Members elect representatives to form
boards or committees which have responsibility for overseeing the affairs of the mutual or

cooperative on behalf of its members.

3. Protect society and communities

Cooperative and mutual insurers play an important role in protecting individuals’ lives and

livelihoods from unforeseen events.

They rely on participation and control by their members and give a high priority to their
corporate social responsibility. Indeed, many mutuals and cooperatives have a deliberate policy
of dedicating some of their surplus to benefit the community, region or society in which they

operate.



4. Provide competition and choice for consumers
The cooperative and mutual insurance sector provides additional choice for consumers.
Cooperatives and mutuals, particularly those established for specific professions, are able to offer

special and tailor-made products that their investor-owned competitors are less likely to be able to.

5. Contribute to corporate plurality and diversity
The member ownership of cooperative and mutual insurers creates corresponding diversity in
forms of corporate governance; risk appetite and management; incentive structures; policies and

practices; as well as behaviours and outcomes.

Because of their ownership structure, cooperatives and mutuals are able to pursue business
strategies aimed at long-term sustainability, contrasting with listed companies that require

shareholder-led, short and medium-term business strategies.

6. Promote economic resilience and sustainability
The evidence of the economic downturn is that mutuals and cooperatives have generally been more
resilient than listed firms. There are numerous examples of individual mutuals and cooperatives
leading their markets in performance and service, such as Folksam in Sweden, NFU Mutual in the

UK and Zenkyoren in Japan.

During the financial crisis of 2007/8 and the following years of economic turmoil, cooperative and
mutual insurers have not faced the levels of difficulty encountered by the banking sector and by

certain other insurers.

Cooperatives and mutual insurers play an essential role in the global economy, especially in time of
crisis, by combining profitability with solidarity; creating high-quality jobs; strengthening social;

economic and regional cohesion; and generating social capital.

7. Offer insurance products to all - including the financially excluded
Because of the inherent focus that mutual and cooperative insurers have on their customers, they
are able to be more innovative than their shareholder-owned counterparts. This innovation stems
from the close relationship and proximity they have to their customers which allows them to pick

up trends early and to anticipate customer needs.
In particular, mutuals and cooperatives will often develop new products in areas that have

traditionally been seen as less profitable. They can focus on products that target the financially

excluded and those that are unable to benefit from access to mainstream insurance products.

10 www.icmif.org



8. Can help societies prepare for the challenge of new global risks
Cooperative and mutual insurers have a history of developing accessible products which help to

mitigate social and economic risk.

As new risks emerge, cooperatives and mutuals are well placed to help find manageable
solutions that safeguard lives and livelihoods. Today we can point to the threat of natural
disasters and environmental change, where cooperative and mutual insurers are ideally
positioned to be at the vanguard of finding new and innovative ways to protect business and

communities.

For example, this could include collaboration with public authorities on developing insurable
standards for building developments in at-risk areas, as well as sharing the knowledge gained

from economic modelling that insurers use to manage risk across their portfolios.

Mutual differentiators

The sector has a reputation for having a balanced profile, as demonstrated in ICMIF’s

2013 Global Reputation Report.

Reputation balance of Reputation balance
cooperative and mutual sector of stock sector
144%‘
12.4%®
®56.8%
16.5%
. Environmental . Environmental
. Social . Social
@ Governance @ Governance
Financial Financial

www.icmiforg 171



How cooperative and
mutual insurers can

play a full role in protecting
economies and socleties

Cooperative and mutual insurers should be able to compete on a free and fair basis with their
shareholder-owned counterparts. Governments and regional/international authorities all have

aresponsibility to ensure that markets work properly.

This means that there should be no intentional or accidental bias against cooperatives and
mutuals in the way that financial services policy is developed, how the laws and regulations
governing markets operate, or the manner in which cooperatives and mutuals interface with

governments and regulatory authorities.

They should be welcomed as partners in helping global, regional and national authorities meet
the wide range of challenges facing people and their communities. From playing their part in
increasing investment in infrastructure and assisting economic development, to helping to
plan for climate change, the expertise of cooperative and mutual insurers should be utilized for

people across the world.

This manifesto identifies two main areas where global, regional and national authorities should

work with cooperative and mutual insurers.

Global premium growth (2007-2013)

30% — 27.8% 28.8% . Total

25% I 22.0%
20% f—

15% —

11.2%

10%

% premium growth

5%

0%
Total market* Mutual market

*Total market as per Swiss Re

Source: ICMIF, Global Mutual Market Share 2013, published March 2015

www.icmif.org



In summary, our proposals are:

1. A policy commitment to diverse corporate ownership from all relevant authorities.

2. Alegislative framework that facilitates free and fair competition and aims to reach best

global standards.

3. Regulation that is sensitive to the ownership structure of mutuals and cooperatives, their

different corporate purpose, and which is proportionate to the need to protect consumers

4. Amachinery of government that is sufficiently skilled to understand the different objectives

of cooperatives and mutuals and is able to produce policy that reflects this.

1. Developing new opportunities for investment in infrastructure by helping mutuals and

cooperatives to release some of the USD 8 trillion of their members’ funds for this purpose.

2.Facilitating economic development by increasing access to quality insurance to all and

especially to those who are excluded.

3.Safeguarding societies against natural disasters and environmental change through the

development of the Smart Risk investing initiative.

4. Helping to deliver the UN’s Sustainable Development Goals by creating growth, jobs and a

fairer society through wider ownership.

More details on these two areas of activity are provided on the following pages.

www.icmiforg 13



1. A policy commitment to diverse corporate ownership from all
relevant authorities.

It should be a policy objective of governments and regulators at all levels to ensure that a level

playing field exists for all types of insurers, regardless of their ownership structure.

This will ensure that the shareholder-owned model does not dominate the attention of
policymakers when they are establishing the principles for legislation and regulation. It will
also recognize the positive contribution that cooperative and mutual insurance can make to

protecting lives and livelihoods.

By adopting the following principles for cooperative and mutual insurance, national and global
authorities will set the tone for the way that cooperatives and mutuals interact with the financial

services regimes across the world.

Principles for cooperative and mutual insurers
To enable mutual and cooperative insurers to play a full role in the markets in which they

operate and to benefit society as a whole, we will work with the industry to seek to deliver:

A commitment to a diverse financial services industry that will contribute to
economic stability and enhanced competition in the market

A positive policy environment that recognizes the valuable contribution that
cooperative and mutual insurers bring

A business environment that enables free and fair competition for cooperatives and

mutuals with shareholder-owned companies

ACTION POINT:
Those national, state and global authorities identified on page 2 should adopt these principles

and develop a work plan that will help to enable cooperative and mutual insurers to deliver their

objectives.

ICMIF members will work to help this effort by highlighting examples where a more positive
policy approach to cooperatives and mutuals will benefit consumers through better functioning

markets.

14 www.icmif.org



2. A legislative framework that facilitates free and fair competition
and aims to reach best global standards

Governments are responsible for the legal frameworks under which cooperative and mutual
insurers registered in their country or state will operate. Too often, particularly in countries
where the market share of mutuals and cooperatives is low, the legal framework applying to
mutuals and cooperatives is old-fashioned, very concise, very restrictive, or unclear with regard

to establishing new mutual or cooperative-type organizations.

This can be problematic where:
Mutual or cooperative insurance is not permitted
Legislation restricts the types of business that cooperatives or mutuals can conduct

The options to raise new capital do not respect the member-ownership of firms

ICMIF research shows that legislation in 40% of the United Nations countries does not allow

the creation of mutual or cooperative insurers. In the 60% where they are allowed mutual and
cooperative insurers can sometimes face restrictions in the type of business they can undertake.
They can also face barriers to entry due to high capital requirements that do not reflect the lower

risk profile of the mutual business model.

There are numerous examples of excellent standards of national and state-based legislation,
which should be emulated to ensure that all domestic legislation is grounded on the best

available knowledge and practice.

e ACTION POINT:
National and state governments should review their legislation governing cooperative and

mutual insurance and update it in favour of best practice legislation.

ICMIF members will help policymakers to get a clearer idea about the specific characteristics of
the mutual and cooperative insurance business model. In particular, they will provide examples

of best practice from around the world and work towards building models of best practice.

3. Regulation that is sensitive to the ownership structure of
mutuals and cooperatives and their different corporate purpose;
and which is proportionate to the need to protect consumers

Supervisors and regulators are rightly concerned with the protection of consumers and this is

an objective shared by cooperative and mutual insurers.

However, although they seek to make markets and products safer for consumers, supervisors

and regulators sometimes fail to understand the differences between legal structures, the

www.icmiforg 15



governance of different business models, and the purpose of the supervised entities. The
business purpose of cooperative and mutual firms is focused by nature on the interests of their

customer-owners/member-policyholders.

As they are not profit-maximizing businesses focused on returns for shareholders, mutuals and

cooperatives tend to adopt inherently less risky business models.

This should be reflected in the manner in which supervisors deal with these organizations,

applying the proportionality and materiality principles.

The presence in financial markets of mutual/cooperative insurers are crucial to their stability.
They provide diversity of choice for consumers, follow different business models from
shareholder-owned firms, and thus contribute positively to the management of risk on a

national and global level.

ACTION POINT:
At a national and state level, regulators should ensure that regulation is not merely designed
with shareholder-owned companies in mind and that it is sensitive to the different business

purpose of cooperatives and mutuals.

ACTION POINT:

At a global level, as regulatory standards move to an international level, this is an opportunity
for global institutions to take a lead by establishing basic standards for supervising mutual/
cooperative owned firms that is proportionate to the risk involved and the need to protect

consumers.

ACTION POINT:
The IAIS should make it a policy objective to promote a better understanding of cooperative and

mutual insurance:

The IAIS should advise national and regional regulators that supervision of cooperatives and
mutuals should be proportionate, taking into account their relative size and assessing the risk
culture in each business. It should include a training module for supervisors that specifically

covers the differences in cooperative and mutual insurance.

ICMIF will maintain and disseminate a regulator’s manual on mutual insurance. It will also

provide training for regulators on the cooperative/mutual insurance model.

16 www.icmif.org



4. A machinery of government that is sufficiently skilled to
understand the different objectives of mutual/cooperative
owned business and is able to produce policy that reflects this

ICMIF members from many jurisdictions have reported that they have experienced difficulties
when working with government and regulatory authorities that appear to stem from a lack of
knowledge about mutual or cooperative business. This can have severe consequences if the gap
in knowledge leads to the inappropriate treatment of mutual/cooperative business, resulting
in a business environment that does not permit fair competition for cooperative and mutual

insurers.

Government officials responsible for working on policy that affects mutual and cooperative
business need a level of proficiency that enables them to work effectively with cooperative

and mutual insurers. This includes a level of awareness of the different business purpose that
motivates mutual/cooperative firms, and an understanding of the business models employed in

the sector.

Political leadership is important in ensuring that appropriate attention is given to this issue. To
ensure that this works, in national and state governments, a named minister should act as the
responsible member of the executive in its relations with all types of cooperative and mutual
business. This will create a permanent line of communication for the sector, and help ensure

that these matters are given sufficient status.

ACTION POINT:
National governments should nominate a minister responsible for relations with the

cooperative and mutual sector.

ACTION POINT:

Governments should ensure that they have access to training for officials responsible for

© O

working with the sector on a day-to-day basis.

ICMIF members in each country will take responsibility for increasing awareness of the model

among politicians and providing training and support for relevant government officials

www.icmiforg 17



B. To engage with cooperative and mutual insurers to help
to protect lives and livelihoods

Throughout their existence, cooperative and mutual insurers have shown that they are integral
to economic development, in the way that they make a wide range of business practices viable.
They are also agents for change by adapting to new innovations and developing new insurance

products that work to protect lives and livelihoods across many nations.

This experience should be harnessed, along with ICMIF members’ willingness to engage in

helping to solve many of the great challenges facing our world today.

1. Developing new opportunities for investment in infrastructure
by helping to release some of the USD 8 trillion of their
members’ funds for this purpose

The G20 has, in 2015, prioritized private sector investment in infrastructure as a crucial
step to building economic growth. It has estimated that by 2030, USD 100 trillion additional
infrastructure capacity will be needed globally. Under current conditions, only USD 50 trillion is

likely to be realized, leaving a gap of a further USD 50 trillion.

Over the long-term, closing this gap could create up to 100 million additional jobs and generate

USD 6 trillion in economic activity every year.

Cooperative and mutual insurers are responsible for a quarter of all funds held by insurance
businesses, managing up to USD 8 trillion of their members’ funds. They are crucial partners in

helping the G20 to realize its objectives.

Yet, as the B20 Infrastructure & Investment Taskorce has identified, there are a number of
barriers to unlocking the potential of these investments, such as Basel Il and Solvency II
mistakenly treat long-term investments in infrastructure as similarly risky to long-term

corporate debt or investments, requiring a higher capital ratio.

Total assets of the mutual sector
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Source: ICMIF, Global Mutual Market Share 2013, published March 2015
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ACTION POINT:
ICMIF supports the actions proposed by the B20 in 2015 to address these points:

The G20 should task the Financial Stability Board (FSB), Basel Committee, and the International
Association of Insurance Supervisors (IAIS) to examine the potential unintended consequences
for infrastructure financing of prudential regulation, and in particular to propose actions to
ensure that proposed Solvency II capital requirements do not unnecessarily discourage long-

term investment, before they are implemented in January 2016.

Individual G20 governments should set out, by the Turkey G20 Summit in November 2015,
national plans to promote the development of local capital markets to support long-term

investment, where this is a significant barrier to increasing private investment.

Individual G20 governments should explore options for increasing the provision of appropriate
credit enhancement instruments, risk-sharing and/or co-investment mechanisms to stimulate

private investment in green-field infrastructure projects.

As the B20 Infrastructure & Investment Taskforce suggested, there may also be opportunities

for the mutualization of infrastructure companies and assets.

ICMIF members will establish an Infrastructure and Investment Forum to contribute to the B20
agenda for opening up investments in infrastructure from cooperative and mutual insurers. The
ICMIF Infrastructure and Investment Forum will seek to engage with the Global Infrastructure

Hub, established as a result of the November 2014 G20 meeting, Sydney, Australia.

2. Facilitating economic development by increasing access to
quality insurance where people are excluded

The provision of insurance protection is an essential component for economic growth in both
developed and developing economies. Yet too many people do not have access to these services
because they are often not designed for low income people and do not protect against the day-to-

day risks that they face.

Cooperatives and mutuals are actively engaged in improving financial inclusion in developing/
emerging countries through the delivery of high quality insurance that is uniquely placed

in terms of meeting the needs of often excluded communities. Because of the way in which
these firms are owned they are more able to operate in close proximity to their members and

therefore understand their requirements.
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Access to these products permits the participation of individuals in the wide range of economic
activities that are essential to improving their lives, whilst providing a degree of protection

against the risks that they face.

In some countries there are still legal and regulatory barriers to the development of
microinsurance and microtakaful products. This represents new barriers to economic

development and should be removed at the earliest opportunity.

ACTION POINT:
Governments and the IAIS should provide the required legislative and regulatory frameworks

to permit the development of microinsurance and Takaful insurance, where relevant.

The ICMIF Development Function and Committee has developed a new strategy, known as the
5-5-5 Plan, which is a five year strategy for cooperative and mutual ICMIF members to deliver
insurance to five million households, in five developing countries, thereby serving another 20

million people in addition to the 100 million people they already serve.

3. Safeguarding societies against climate change through the
development of a Smart Risk investing framework

Insurers could respond to rising claims resulting from climate change and environmental

degradation by retreating from the problem, perhaps by putting in new policy exclusion clauses
or withdrawing from markets. However, such an approach would eventually risk the credibility
of the whole insurance concept, so finding solutions to these issues are key to the survival of the

industry.

ACTION POINT:
Global organizations should engage directly with cooperative and mutual insurers to discuss
how they may work together to develop a response to the challenge posed by environmental

change.

ICMIF members will provide leadership to the insurance industry by designing and managing
a Smart Risk investing framework in conjunction with the International Insurance Society (IIS),
which will drive a change in insurance asset managers’ behaviours and encourage them to
embed risk and resilience considerations in their asset portfolio management. The framework
will seek to engage the whole insurance industry and the wider financial services industry in a
United Nations-endorsed initiative which references the three global United Nations agreements
concluded in 2015:

Sendai Framework for Disaster Risk Reduction

Sustainable Development Goals (SDGs)

Climate agreement of the United Nations’ Conference on Climate Change (COP 21) in Paris.
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4. Helping to deliver the UN Sustainable Development Goals
by creating growth, jobs and a fairer society

UN Sustainable Development Goals
Around two thirds of the pending SDGs are strongly related to mutual and cooperative
insurance and the sector is becoming sensitised to the opportunities for much stronger

integration with the UN and others working to deliver these goals.

Goal 1

End poverty in all its forms everywhere

Goal 2

End hunger, achieve food security and improved nutrition and promote sustainable agriculture

Goal 3

Ensure healthy lives and promote well-being for all at all ages

Goal 4

Ensure inclusive and equitable quality education and promote lifelong learning opportunities for all

Goal 5

Achieve gender equality and empower all women and girls

Goal 6

Ensure availability and sustainable management of water and sanitation for all

Goal 7

Ensure access to affordable, reliable, sustainable and modern energy for all

Goal 8

Promote sustained, inclusive and sustainable economic growth,
full and productive employment and decent work for all

Goal 9
Build resilient infrastructure, promote inclusive and sustainable industrialization and foster innovation

Goal 10

Reduce inequality within and among countries

Goal 11

Make cities and human settlements inclusive, safe, resilient and sustainable

Goal 12

Ensure sustainable consumption and production patterns

Goal 13
Make urgent action to combat climate change and its impacts*
Goal 14
Conserve and sustainably use the oceans, seas and marine resources for sustainable development

Goal 15

Protect, restore and promote sustainable use of terrestrial ecosystems, sustainably manage forests,
combat desertification, and halt and reverse land degradation and halt biodiversity loss

Goal 16

Promote peaceful and inclusive societies for sustainable development, provide access to justice for all and
build effective, accountable and inclusive institutions at all levels

Goal 17

Strengthen the means of implementation and revitalize
the global partnership for sustainable development

Goals These are the UN Sustainable Development Goals that ICMIF and its members can help to achieve.
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ICMIF and its members can help to achieve these specific UN
Sustainable Development Goals by the following actions:

Goal 1: Ending poverty in all its forms everywhere
Implement nationally appropriate social protection systems and measures for all.

Ensure that all men, women and children have access to financial services including

microinsurance.

Build the resilience of the poor and vulnerable to reduce their exposure and vulnerability to

extreme events and natural disasters.

Goal 3: Ensure healthy lives and promote well-being for all
at all ages

Achieve universal health coverage, including financial risk protection, through health

microinsurers based on community values.

Goal 5: Achieve gender equality and empower all women
and girls

Recognize and value unpaid care and domestic work through the provision of public

services, infrastructure and social protection policies.

Provide health and life insurance for women in poor communities to reduce health, accident

and mortality risk.

Goal 8: Promote sustained, inclusive, and sustainable
economic growth, full and productive employment and
decent work for all

Protect labour rights and promote safe and secure working environments for all workers.

Strengthen capacity of domestic financial institutions to encourage and expand access to

banking, insurance and financial services for all.
Goal 10: Reduce inequality within and among countries
Improve regulation of global financial markets and institutions.

Provide access to microinsurance for those previously excluded from insurance markets.
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Goal 11: Make cities and human settlements inclusive, safe,
resilient and sustainable

Significantly reduce the number of deaths and number of people affected by disasters.

Increase the number of cities and human settlements adopting and implementing holistic

disaster risk management at all levels.

Goal 13: Take urgent action to combat climate change and
its impacts

Strengthen resilience and adaptive capacity to environment-related hazards and natural

disasters.

Promote resilience and encourage environmental risk mitigation through both

underwriting practices and investment policies.

Goal 14: Conserve and sustainably use the oceans, seas
and marine resources for sustainable development

Leverage the insurance sector’s specific knowledge of marine-related risks including

transportation; mineral extraction, pollution, fishing and aquaculture.

Goal 15: Protect, restore and promote sustainable use of
terrestrial ecosystems, sustainably manage forests, combat
desertification and halt and reverse land degradation and
halt biodiversity loss

Utilize the insurance sector’s data, tools and platforms which may provide significant

assistance in understanding the dynamics of these ecosystems.
Goal 16: Promote peaceful and inclusive societies for

sustainable development, provide access to justice for all
and build effective, accountable and inclusive institutions

Insurance is founded upon the values contained within goal 16 and the quality of the

institutions and legal systems that underpin it.

Inclusive insurance offers protection against social risks, thus promoting the development

of a fairer society.
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Goal 17: Strengthen the means of implementation
and revitalize the global partnership for sustainable
development

The insurance sector could play a significant role in strengthening and revitalizing the
global partnership for sustainable development through a coordinated set of contributions
across finance, technology, capacity building, trade and systematic issues including policy
and institutional coherence, multi-stakeholders partnerships and data, monitoring and

accountability.
Long-term sustainable development depends on society being protect from life’s big risks,

this protection can be realized through inclusive insurance; shared ownership structures

enable both risks to be spread and rewards to be shared by many.

ACTION POINT:
The UN and individual member states should ensure that they draw upon the knowledge and

experience of cooperative and mutual insurers when implementing these objectives.

ICMIF members will commit to provide leadership for the implementation of these development

goals on behalf of the insurance industry.
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This is a global manifesto for the cooperative and mutual
insurance sector. The European Mutual Insurance Manifesto is
a complementary document which carries an action plan for

mutual and cooperative insurers in Europe. To obtain a copy of

the European Mutual Insurance Manifesto please contact:

Tatiana Paraskeva, Communications Officer, AMICE:
tatiana.paraskeva@amice-eu.org

For further information about any of the content featured in the
The ICMIF Global Manifesto 2015 please contact:

Liz Green, Senior Vice-President, External Relations, ICMIF:
liz@icmif.org
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