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Overview  
During the 1980s and 1990s, the global financial services industry (insurance, banks, and stock 

exchanges) saw dramatic developments. The emergence of financial globalization accelerated the 

pace of growth in financial flows, which outgrew actual cross-border trade. To tackle this 

phenomenon, developed economies began to look into ways to regulate and control these flows so as 

to take advantage of capital accumulation. Different international foundational regulations were put in 

place, starting from the General Agreement on Trade in Services (GATS), aiming at regulating 

insurance among other sectors. Later, various international, regional, and bilateral agreements were 

concluded, and transcontinental companies working in financial services, insurance, and reinsurance 

were established.  

 

Of particular importance was the insurance sector, especially in developed countries, which was 

subject to a parallel process of liberalization and laws regulating its activities to create the conditions 

for continued growth in this sector., This industry, thus, came to play a key role in the growth of the 

economies of these countries, particularly those with scarce natural resources. Due to modern life's 

challenges and the increasing loss of property and lives in Palestine, the insurance sector had 

implications beyond standard economic and commercial purposes. Nowadays, insurance is a social 

implement which contributes to the stability of institutions and individuals, enhances family security, 

and safeguards companies’ profitability and expansion. Several factors made insurance indispensable: 

economic growth and technological development in conjunction with the new and expanding trends of 

globalization, particularly the emergence of multinational companies in addition to the need to 

safeguard individuals and companies from natural and man-made disasters. These factors had a 

bearing on the adoption of cross-border trade insurance.  

 

Realizing these developments, together with recognizing the economic and social benefits of 

insurance services, Europe made significant financial and legal reforms, and now the European 

premiums account for 38 percent of global premiums, up from only 27 percent 10 years ago, thus 

pushing the USA’s share to second place at 25 percent. All developed nations came to know the 

significant contribution of this sector and, therefore, developed facilities and robust systems and 

secured guarantees that helped the sector achieve stability and growth.  During the global financial 

crisis, a lot of banks and companies collapsed, while all insurance companies survived owing to the 

policies these nations had adopted. The insurance companies are inter-sectoral, and their collapse 

would have disastrous economic and social repercussions on all sectors as well as on the movement of 

trade and investment activity. The insurance industry is thus a red line, and its stability should always 

be maintained.  

 

Data from Swiss Sigma
1
, which monitors the insurance activities in the world, indicate that the growth 

in insurance activities is faster than economic growth for developed countries, and that the insurance 

activity in these countries is much greater than in developing countries. There is a positive correlation 

between a country’s economic growth and the growth of insurance activities, especially the increasing 

demand for life and business insurance policies. Life insurance is one of the most important sources of 

savings and investment in the developed countries and has a large financial portfolio of national 

savings. According to Sigma, insurance in developed countries accounts for 96 percent of global 

insurance because in these countries, economies, industries, and technologies are more advanced. 

Also, developed countries feature a large concentration of large businesses which need to de-risk their 

activities. Additionally, the cultural perceptions of insurance (particularly life insurance) vary across 

nations. In some cultures, insurance is a taboo; and some have not yet come to know how important 

insurance is. The Middle East insurance premiums account for less than 1 percent of global premiums. 

According to the latest report by Sigma, in 2015 insurance premiums in the Middle East increased by 

only 1 percent over 2014.  

 

In this background paper, we will look into the Palestinian insurance sector within the general context 

to identify the sector’s achievements, the challenges it faces, and the prospects for its development. 

                                                           
1  Sigma is a Switzerland-based foundation established in 1960. It specializes in insurance research and statistics.  
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This will be possible after identifying the components of demand that have been utilized so far. We 

will then examine the potentials for reinvigorating the sector in the future.  

 

The Context 
After 1994, the Palestinian National Authority (PNA) gradually (first in Gaza and Jericho, and later in 

the rest of the territories) came to be the legal authority with powers to manage and control the 

insurance sector and enact laws regulating it. However, for the next decade, no actual procedures were 

adopted to regulate the sector, which remained chaotic due to lack of regulation and control. In 2004, 

the PNA established the Palestine Capital Market Authority (PCMA) under Article No. (2) of the 

Capital Market Authority Law No. (13) of 2004, making the PCMA the official body authorized with 

managing and regulating the sector. Insurance Law No. (20) was enacted later in 2005, which helped 

laying the foundation stone for developing a regulatory framework for the sector. This law made it 

possible to establish the Palestinian Insurance Federation (PIF), which made membership in the 

Federation mandatory for all companies. The law recreated the National Motor Vehicle Accident 

Fund, which had been established earlier by a presidential decree prior to the promulgation of the law, 

thus institutionalizing the general legal framework for the sector. 

 
The PCMA has, via the General Insurance Department, put in place plans, detailed policies, and a 

clear vision for the development of the insurance sector. The efforts were in parallel with a set of 

regulations and instructions that aimed to create an enabling climate for the sector. For example, since 

2007, the PCMA has issued five major regulations, around 15 implementing instructions, and more 

than 12 decisions on minimum prices, vehicles, workers, methods of calculation and precautions, 

rules of professional conduct, re-insurance arrangements, granting permits to companies, agents and 

brokers, organizing electronic forms and exchange of information, etc. These have helped eliminate 

disorganization and create a legal, administrative, and regulatory context for the insurance industry. 

The sector is now fully fledged with all components and key players: general department, local 

insurance companies, branches of foreign companies, an insurance advisory committee, the National 

Motor Vehicle Accident Fund, the PIF, insurance agents, and related professions.  

 

Though a nascent sector in Palestine, insurance is performing well and is very much comparable to its 

counterparts in the Arab region. Data from 20 Arab countries show that the contribution of insurance 

to GDP is still small. Though well-established in these countries and enjoying an enabling climate, 

insurance systems contribute only 1.5 percent of GDP on average. In Palestine, the sector contributes 

only 0.33 percent, but its share is growing steadily. Compared to 2008, the premiums in 2013 and 

2014 grew by more than 14 percent on average, a figure reported only in two Arab countries. In 

Egypt, for example, insurance contributes only 1 percent of GDP. In 2015, there were 9 insurance 

companies, 7 brokers, and 199 agents in Palestine. In Jordan, there were 29 companies and as many as 

770 brokers and agents, but the insurance share in GDP was barely 2 percent. The growth of such a 

nascent sector (by an annual rate of 11 percent on average) compared to 10 percent growth in well-

established systems in the Arab region indicates the great potential for this industry in Palestine.  

 

The Insurance Market in Palestine 
Insurance has different forms, including liability insurance (such as vehicles and workers) injuries, 

fire, marine, professional liability, life, health, and special categories (agriculture). Though the 

Palestinian market is small in size, the insurance industry will be prosperous if the insurance client 

base is expanded in areas such as life, engineering, civil liability, and commercial insurance, including 

land and sea transport (where vehicle insurance and private health insurance account for more than 

three quarters of the insurance portfolio). The sector achieved a remarkable growth in 2014 (7.7 

percent over 2013) and accumulated significant growth in the last seven years, with the portfolio 

growing from USD 94 million in 2008 to USD 171 million in 2014, with a likelihood of further 

increases if the insurance client base expands. Up to now, the contribution of workers insurance is 

only 20 percent, while life insurance is still very low at a scant 2.3 percent of the total portfolio. 

 

Despite this growth, insurance companies in Palestine compete severely due to the small size of the 

market and the narrow insurance base (particularly with regards to voluntary insurance). In 2014, 
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there were 10 companies, while in 2015 the figure dropped to 9 companies operating through 116 

branches/offices, 199 agents, and 7 brokers (USD 230 million as traded assets and USD 386 million 

as total assets)
2
. Three companies hold more than 60 percent of the insurance portfolio in Palestine, 

leaving only 40 percent for the other seven companies. Of the total portfolio, vehicle insurance and 

health insurance account for about 58 percent and 18 percent, respectively. Other types have small 

shares: workers (8.7 percent), fire (4.9 percent), life (2.3 percent), and others. According to the 

PCMA, in 2014 the insurance sector's net profits were only USD 14 million (an average of over USD 

1 million for each company), which does not allow new significant investments
3
. This is a big 

challenge, with a severe competition between many companies operating in a small market. In such a 

context, companies seek bigger shares through lower prices, which is the easiest way to increase 

market share. However, this also means lower profitability or even potential loss. Around 50 percent 

of insurance activities were driven by a mandatory law (vehicle and workers insurance systems) rather 

than by efforts undertaken by companies (about 65 percent of vehicle insurance is compulsory, and 

workers insurance is mandatory). Therefore, there are potentials for growth beyond the mandatory 

insurance, i.e., in voluntary insurance. 

 

Administrative Developments and Key Indicators for the Insurance Sector  
The data in Table 1 and Figure 1 show that the insurance portfolio achieved a great growth leap (81 

percent) between 2008 and 2014, thanks to prudent administrative efforts by different players, with 

procedures and policies based on best international standards and practices, as well as strong control 

over the sector. The PCMA exercised a lot of efforts: completing the unfinished job of regulating the 

sector; strengthening governance and enhancing the efficiency of agents and brokers; dealing with 

investment and financial risk tentatively through diversifying investments and careful selection of 

investments in real estate and secured credit; improving the administrative work; utilizing computer 

technology in the supervision and regulation; and electronically exchanging information. 

 

These inputs produced remarkable developments in the performance of the insurance sector. 

Insurance premiums doubled, and other items also increased significantly. Premiums from vehicle 

insurance reached USD 100 million (or 58 percent of total premiums), up from only USD 50 million 

in 2008; health insurance premiums increased from USD 18 million to USD 31.5 million; the 

premiums contribution to GDP (at current prices) reached 1.3 percent; and investments in the 

insurance sector grew to USD 193 million in 2014, up from USD 145.6 million in 2008. 

 

Table 2 also reveals a steady rise in the insurance contribution to brokerage and GDP. Its share in 

brokerage in 2014 reached 11 percent up from 8 percent in 2011, while its contribution to GDP grew 

from 0.28 percent in 2011 to 0.33 percent in 2014. Once again, we should recall that this growth was 

in certain areas of the insurance industry (compulsory but not voluntary insurance). 

 

 

Table 1: Insurance Key Operational and  

Financial Indicators, 2014 

(Million Dollars) 

 

Item  Value/Number 

Number of insurance companies  10 

Number of branches/offices  111 

Number of employees  1,175 

Number of agents  215 

Vehicle insurance premiums  100,509 

Workers insurance premiums  14,909 

                                                           
2  Current assets (financial investments held for trading, insurance contract assets of all kinds, and insurance companies). 

 Non-traded assets (property, equipment, real estate investments, post-dated checks (for after 12 months), restricted deposits, and other 

investments). 
3  PCMA (2015). The annual report of 2014.  
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Item  Value/Number 

Health insurance premiums  31,528 

 Civil liability insurance premiums 3,005 

Other general insurance premiums 3,086 

Fire insurance premiums  8,301 

Marine insurance premiums  1,747 

Engineering insurance premiums  4,031 

Life insurance premiums  3,881 

Total premiums  171,002 

Paid compensations  108,070 

Total investments  193,549 

Total assets 383,040 

Net profit after tax 13,952 

Source: PCMA (2015). Annual Report 2014. 

 

 

Figure 1: Percent Distribution of Insurance Premiums 

by Type of Insurance, 2014 

 

Vehicles

59%

Workers

9%

Health

18%

Civil liability

2%

other

2%

Fire

5% Marine

1%

Engineering

2%
Life

2%

 
Source: PCMA (2015). Annual Report 2014. 

 

 

 

Table 2: Share of Insurance Sector in GDP 

 

Brokerage 

Contribution 

to GDP 

Insurance 

Contribution 

to GDP 

GDP 

Insurance 

Contribution to 

Brokerage 

Value Added 

Brokerage 

Services 

Value added 

Insurance 

Services 

Year 

3.0% 0.28% 10,465 8% 341.16 28.99 2011 

3.4% 0.35% 11,279 9% 416.86 38.93 2012 

3.4% 0.31% 12,476 11% 353.89 38.43 2013 

3.1% 0.33% 12,766 11% 391.5 42.704 2014 

Source: PCBS, Finance and Insurance (2008-2014) 

Currency: USD million 
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Prospects for Growth and Development 
The Palestinian insurance sector is in a relatively good shape compared to other services. It is one of 

the vital sectors in the Palestinian economy, having benefited from real achievements in terms of 

creating an appropriate climate for investment (USD 193 million) and a significant financial portfolio 

(USD 171 million) for 9 formal companies. The potential for growth is still very high; investments 

have not been exhausted yet; workers insurance is still low at 9 percent; life insurance is very small 

compared to the financial portfolio; and small and medium-size enterprises and other industrial and 

commercial businesses have not adequately engaged in insurance schemes. The sector's contribution 

to GDP is less than 0.5 percent. Of course, expanding the sector is still a big problem whose reasons 

should be examined carefully. The roles of all components and actors in the sector should be made 

clear if the sector is to survive and thrive.  

 

Technically and practically (also from the experience of other countries), there are areas for possible 

expansion including broadening the insurance base for impoverished segments of society and 

vulnerable small businesses. This would involve increasing the voluntary insurance base. For 

example, recently two financial and insurance products have been introduced in many countries; 

namely, micro-finance and micro-insurance
4
. They have something in common: targeting the poor 

and small businesses in order to enable them to benefit from the insurance and financial services. 

Gains from insurance schemes will benefit insurance companies as well as these vulnerable segments. 

This can be done through a mechanism that aims to reduce poverty and promote small businesses by 

providing small soft loans, which requires a micro-insurance system to guarantee these loans and 

protect the savings against potential risks. The idea behind microcredit in its current form is linked to 

the poor’s lack of access to the formal finance sector, and therefore these segments do not have an 

interest in insurance services. However, integrating the financial needs of vulnerable groups and small 

businesses with their insurance needs would stimulate national savings for a large segment of the 

population through small installments and limited coverage. This would allow such segments to 

benefit from the formal financial system and grant them access to insurance services. 

 

This might function in the Palestinian context, characterized by increasing rates of unemployment and 

poverty and the majority of the population lacking the financial resources to deal with the financial 

and insurance sectors. Excluding private health insurance, only 3.9 percent of the adult population has 

insurance policies. In other words, as much as 96 percent of the population does not deal with the 

insurance sector. Of all insured individuals, only 4.7 percent have a private health insurance policy. 

Other people have either governmental or UNRWA health insurance policies
5
.  

 

In short, there is an urgent need to provide security and stability to different individuals and 

institutions. Insurance would thus help develop the economy in a context of weak economic growth. 

The insurance sector will have great potentials for more contribution to Palestinian economic 

development if the client base is expanded and national savings are tapped, which requires increasing 

voluntary insurance, as failing to make use of national resources for all segments of the population is 

a failure for the insurance sector. 

 

The Challenges to the Insurance Sector 
The absence of adequate legal regulation of insurance poses great challenges to the sector, some of 

which have been partially mitigated by the sector-specific laws. However, the sector is still hampered 

by regulatory and administrative challenges, which lower demand and restrict investment. The 

developments discussed so far are only significant when compared to previous years, and they are 

fundamental and essential for the next phase. The development achieved so far is not adequate; it is 

still short of the figures reported in other countries; and the client base has not grown to include life 

insurance and workers insurance, among other types. This is only possible if there are strategies in 

place to tackle the existing challenges
6
, particularly:  

                                                           
4  Micro-finance and Micro-insurance: Concept and Application. Fayza Al-Deen, 2011, Ar-raed Al-arabi Journal, Issue 111.  
5  Financial Inclusion, MAS 2015, an unpublished study. 
6  Based on interviews with PCMA officials and reports from the PCMA, the PIF and the first Palestinian Insurance Conference 2010.  
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- Poor social awareness of the insurance’s role in providing security for individuals and businesses; 

lack of sufficient awareness about the different types of insurance and their role in protecting 

individuals and institutions; and failure to recognize that insurance premiums are only one form of 

pooling of national savings that stimulate investment and expand business activity; 

- Failure to notice the economic and social roles of insurance in distributing risks among the 

insured community and transferring such risks to insurance companies in exchange for certain 

affordable payments when most of the individuals cannot afford hospital and medication costs in 

case of accidents;   

- Low economic development, limited income, and high unemployment rates are key determinants 

in the demand for insurance. When insurance premiums are relatively high, the poor and middle 

classes cannot afford insurance policies. Since the majority of businesses in Palestine are either 

small or medium-sized (over 90 percent), the demand for insurance is low. This is another 

challenge, especially under volatile economic conditions; 

- A large segment of the population has negative perceptions of the insurance sector, as some 

companies do not pay full dues or delay payments; 

- Insurance companies lack strong promotion techniques that can attract voluntary insurance. In a 

healthy situation, competition should be based on providing high quality services, together with 

expanding other types of insurance; 

- Despite with tough competition, the quality of services provided by insurance companies are 

disproportionate to prices. Raising prices should mean better services. In Palestine, there is a 

price-based competition, and thus raising the prices affects the financial position of the companies 

and reduces their market share; 

- High insurance rates restrict the expansion of the services to cover all income levels. For example, 

the premium for homes ranges from NIS 3,000 to NIS 5,000 per year, which is a high cost 

according to some insured home owners.  

 

There are also other challenges facing the insurance industry
7
: 

- A large segment of the population cannot access financial services (the legal infrastructure of the 

financial sector does not provide for a balance between the financial services and the insurance 

services). Also, the insurance companies regulatory laws are not fully operational, which weakens 

the growth of the sector; 

- Falling behind the global developments in the field: Some of these developments are in favor of 

the clients. When global reinsurance prices fall, those in Palestine do not decline in parallel. For 

example, Israel cut the compulsory insurance rates in 2015 by 40 percent due to lower reinsurance 

prices in the global market. The prices in Palestine, by contrast, remained the same (Consumer 

Protection Society); 

- Insurance sector marketing strategies look as though the firms working in insurance are profitable 

investment enterprises. Their services are not attractive, and target clients feel that they pay high 

premiums for services of low quality. The promotion of insurance services is poor, as the majority 

of companies tend to opt for direct marketing strategies so as to ensure commission 

agents/producers get their share. Insurance companies lack effective awareness-raising programs, 

as the main concern for agents is collecting their commission;  

- Insurance expertise in Palestine is scarce, and personnel training and capacity-building are not 

institutionalized. Poor marketing and narrow client base are only examples of such weaknesses. 

Training, therefore, should be institutionalized; and the sector needs more inclusive methods to 

rid of weaknesses. 

 

 

 

 

 

 

                                                           
7  Based on views from some insurance managers and experts; the Consumer Protection Association; some insured individuals; and 

decisions and recommendations of the first Palestinian Insurance Conference 2010. 
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Questions for discussion: 
- Why are individuals, workers, and businesses reluctant to seek insurance services? Who is to be 

blamed? 

- Are there real prospects for improving investments and increasing the insurance portfolio? Or 

have we really reached the upper limit in a context of poor economic development and high 

unemployment rates? 

- The sector still faces different challenges in terms of supply and demand even after ten years of 

establishing the legal framework. What policies and plans should be developed to stimulate the 

demand for insurance and combat these challenges? 

- Has the insurance sector carried out sufficient studies to determine the Palestinian insurance needs 

and the prospects for growth in the sector?  

 


