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Born Leader.......................
All The Way
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Existing Scenario and The Economic Trend of Non-life Nationalized Insurance Sector in
Bangladesh.
(A study on Sadharan Bima Corporation (SBC)

Abstract

This article presents the existing scenario and the economic trend of non-life nationalized insurance sector in
Bangladesh. The analysis is based on the 10 Year's statistical information relating to Annual insurance Premium,
Investment of SBC, Income from Investment, claim lodged and settled, Annual Profit and Profitability,
contribution to the Govt. etc. Justification of nationalization of insurance sector. The operating performance and
economic trend of Sadharan Bima Corporation has gradually increased since 2002. SBC is operating not only
direct underwriting insurance business but also underwriting of re-insurable business of all private insurance
companies in Bangladesh and ceding in overseas market. It has also shifted its investment from lower
income-generating (FDR) to higher generating (share, debenture) income. For this purpose, a subsidiary
company of SBC already has formed, name as, SBC Securities and Investment Ltd. For development of Export
of Bangladesh, Export Credit Guarantee (ECG) scheme is belonged to SBC's portfolio. For further continuous
growth of nationalized non-life insurance sector should takes strategic steps like innovation in insurance
operations, increasing marketing efforts, and initiative various investment scheme to utilize more proportion of
total assets for generating higher income. Further through avoiding misrepresentation of policy features can
establish more public confidence positive attitude and ensure sustainable development. The opportunities for the
SBC in the country to target new customer segment and develop new products like as crops insurance is currently
immense.

The primary functions of the non-life insurer are the assumption of pure risk and protect properties from the
risk losses. The insurance industry of Bangladesh is almost 3 decades old. Just after liberation, the insurance
sector was nationalized by the Government of Bangladesh (GOB) forming only two corporations. Sadharan
Bima Corporation (SBC) is one of them, SBC emerged on 14th May, 1973 under the Insurance Corporation
Act (Act No. VI) of 1973 as the only state owned organization to deal with all classes of non-life insurance &
re-insurance business emanating in Bangladesh. Thereafter SBC was acting as the sole insurer of non-life
insurance till 1984. Bangladesh Government allowed the private sector to conduct business in all areas of
insurance for the first time in 1984. The private sector availed the opportunity promptly and came forward to
establish private insurance companies through promulgation of the Insurance Corporations (Amendment)
Ordinance (LI of 1984) 1984.

SBC is entitled to 50% of public sector

business (PSB). Insurance Corporation (Amendment) Act 1990 provides that fifty percent of all insurance
business relating to any public property or to any risk or liability appertaining to any public property shall be
placed with the SBC and the remaining fifty percent of such business may be placed with this corporation or
with any other insurers in Bangladesh. But for practical reason and in (MOA- Memorandum of Agreement)
agreement with the Bangladesh Insurance Association (BIA), SBC underwrites 100% of all the public sector
business (PSB) and 50% of that business is distributed among the existing 43 private non-life insurance
companies equally after deducting 7.5% service charge (including re- insurance expenses) under National
Co-insurance Scheme. In respect of reinsurance, the same act provides that fifty percent of a company's
reinsurance business must be placed with the Sadharan Bima Corporation and remaining fifty percent may be
reinsured either with this Corporation or with any insurer in Bangladesh or abroad. At present, nearly all the
companies place 100% of their reinsurance business with the SBC. SBC also places its re-insurance business
with overseas market like-UK, Thailand, India, Switzerland, Germany, etc. In order to develop our export
sector, Export Credit Guarantee department is govern by SBC.

Sadharan Bima Corporation has a very strong financial base. SBC, the largest insurance enterprise in the
country, has a net worth of Tk. 605 crore an authorized capital of Tk. 20 crore, paid up capital of Tk. 10 crore.
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As per Insurance Act-2010 authorized capital and paid-up capital may be changed.

SBC is the sponsor shareholder of Asian Re-insurance Corporation, Thailand, Investment Corporation of
Bangladesh, Industrial Development and Leasing Company, National Tea Company Limited, National
Housing Finance and Investment Ltd, Aramit Ltd. Central Depository BD Ltd. etc. Mentionable, Managing
Director of SBC is the Vice Chairman of Asian Re-insurance Corporation, Thailand.

By Presidential Order No-95 of 1972. The state owned non-life insurance corporation of Bangladesh emerged
on May 14, 1973 under the Insurance Corporation Act (Act No-vi) of 1973 as the state owned organizations to
deal with all classes of non-life insurance business emanating in Bangladesh.

Conclusion

Non-life insurance sector in Bangladesh is contributing to the growth and development process of the business
and property by protecting all variety of assets from the financial losses. After the banking sector, the insurance
sector has become (basically Non-life insurance) the second most important Providers of financial services in
Bangladesh. The non-life insurance industry of Bangladesh has consequently become a prominent sector of the
economy and this was designed to find out how the SBC has been performing over the year (2002-2011).

The reason behind the overall improvement in the performance of SBC during the 2002 to 2011 was a high
competent management, Government policy, emphasized on power sector, and overall positive environment and
positive role of Union & Officer Association. After introduction of private insurance in 1984 and further
liberalization in 1990, SBC took some measures like right sizing the organization, increasing marketing efforts
and efficient portfolio-management. As per previous chronological success encouraged to the efficient-
management of our concern study period. Nevertheless, state own organization has some barriers like, lack of
challenging attitude resistance to charge, negative Unionism. Although, our Union is very much co-operative
with management, few unethical practices etc. SBC can achieve more success and improve global oriented
performance by expanding and diversification its product, like crops insurance and new innovative investment
scheme to utilize more proportion of total assets for generating income and revising the policy of direct
insurance business. If SBC wants to continue its current image of economic trend, it should be provided a
computerized working environment, improvement of professionalism, to introduce the concept of "one man
for one computer", marketing efforts improvement, grow a positive attitude of clients, proper utilization of
assets and implementation of global concept etc. Therefore, with the more improvement of SBC's
performance, it will be able to play a more significant role not only in our country but also in the global
economy.

Key wards: Non-life Insurance, Nationalized, Economic trend, Present Scenario, SBC (Sadharan Bima
Corporation) MOA (Memorandum of Agreement), PSB (public sector business) ECG (Export Credit
Guarantee)

Insurance is a system of spreading the risk of one on to the shoulders of many. Specially, non- life insurance is
the contract of indemnity where the insurer promises to reimburse the insured for losses suffered during the
term of agreements.

*  Dr. Md. Ibrahim, AGM, Cumilla Zone.
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