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The purpose of this paper is to evaluate the challenges in the development of insurance institutions in Iraq. To this
end, an internal and external environmental audit was carried out to identify the key internal and external
factors/forces that impact on the insurance organizations and the industry. In addition, the future direction and
pathway for reformation of this industry was presented and discussed in the light of developmental efforts. The
findings from the scoping review of secondary data sources revealed the following: that the current state of the
insurance industry in Iraq puts it at a disadvantage when competing with the insurance industry in other advanced
countries. As a result, advanced modern technologies using information systems is a significant factor for the firms
in the insurance industry as well as other financial sectors. In addition, the key internal factors that affect the
functioning of the insurance industry in Iraq can be grouped into: limited talent experiences (human resources);
lack of delighted products related to unique proposition (value products) and challenge with governmental
financing; while the vital external factors that affect the development of this industry includes Globalization,
Economic forces, Social, cultural, demographic, and natural environment forces; Political, governmental, and legal
forces; Technological forces; and Competitive forces.
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Целью настоящего исследования является оценка проблем в развитии страховых организаций в Ираке.
Для этого был проведен анализ внутренней и внешней среды для выявления ключевых внутренних и
внешних факторов, которые влияют на страховые организации и отрасль в целом. Кроме того, были
представлены и обсуждены будущее направление и путь реформирования этой отрасли в свете
предпринимаемых усилий по развитию. Результаты предварительного обзора вторичных источников
данных показали следующее: текущее состояние страховой отрасли в Ираке ставит ее в невыгодное
положение по сравнению со страховой отраслью других развитых стран. В результате передовые
современные технологии, использующие информационные системы, являются важным фактором для
компаний в страховой отрасли, а также в других финансовых секторах. Кроме того, ключевые внутренние
факторы, влияющие на функционирование страховой отрасли в Ираке, можно сгруппировать в
ограниченный опыт талантов (человеческие ресурсы); отсутствие предложения уникальных страховых
продуктов, и проблемы с государственным финансированием; в то время как жизненно важные внешние
факторы, влияющие на развитие этой отрасли, включают глобализацию, экономические, социальные,
культурные, демографические, технологические и экологические факторы; а также политические,
правительственные и правовые силы.
Ключевые слова: страхование; международный бизнес; социально-экономическое развитие; глобализация;
глобальная страховая индустрия.
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One of the main aims of economists is to maximize returns and optimize the supply and demand
curve to equilibrium when interacting with buyers and suppliers or with agents and principals. This
argument is supported by the agency theory which guides economists and managers on the best way
to balance economic forces and be prepared for the worst scenario in future demand and supply; and,
to be able select the best alternative on the long run and short run [1].
A major arm of a nation’s economy is the financial services industry in which insurance companies
operate. The insurance industry in Iraq is dominated by state owned insurance companies that benefit
from being the sole provider of insurance services to the government. This has impeded competition,
and hence, the development of insurance firms in Iraq have not been up to speed relative to their
counterparts in other countries regarding the adoption of global competitive innovative practices.
However, recently, a Takaful insurance company has been established in Iraq with the
participation of the country's overall Islamic banks. The insurance industry in Iraq has also undergone
a lot of development which has been a boost for the economy. Firstly, in the year 2008 there has been
a collaboration between Iraq and Iran in insurance. Since then, Iraq and Iran have decided to further
their collaboration in the field of insurance. Subsequently, French insurance broker, Gras Savoye,
was established in Iraq in the year 2012 and it obtained a license to operate in direct insurance. After
some recent creations in Ukraine and Georgia, the Iraqi business marks the opening of the 43rd
brokerage office worldwide. The choice of Iraq comes as a result to growing demands for coverage
emanating from investors and industrialists in the country. In the same year 2012, the Kuwaiti
company Gulf Insurance Company has acquired 19.465% stakes from the Iraqi company Dar Es
Salaam Insurance for the sum of 1.33 million USD. The sale of Dar Es Salaam Insurance by Dar Es
Salaam Investment Bank (held by HSBC Asia Holding BV) was achieved in December 2012.
Currently, the international market demand is still insufficient and international businesses
continues to grow to fill this void. Worse still, the current COVD-19 pandemic has been described
by the World Health Organization as crisis of international public health concern. This has affected
various international businesses, including firms in Iraq who have been severely affected due to the
surge in cases as well as the poor international reputation of the country in recent times. This has led
to huge loss of investments for local companies and foreign investors involved in international trade
in and with Iraq. This issue is a big challenge to Small and Medium Scale Enterprises (SME’s) in Iraq
leading to an increase in borrowing by 31%, a reduction in annual revenue by 25% and reduction in
employment by 21% (Enterprise Development Fund, 2020; UNDP, 2020). Therefore, it is important
that firms involved in international business reasonably avoid the risk of foreign trade, to effectively
promote foreign trade. Moreover, insurance is a means of economic compensation, and it plays an
important role in international business. To support the development of Iraq's foreign trade,
investigating and examining the status and role of insurance in international business by Iraqi
companies is important. Insurance can promote the normal development of Iraq's foreign trade,
moreover, the accumulation of foreign exchange funds can support the economic development of
Iraq. However, a major challenge as reported in JICA (2012) is that depending on the insurance
company selected for writing an international client’s policies, there will be an issue of coping with
inefficient delivery of services, as not all the companies are competent in delivering the required
services efficiently. This challenge has been traced to the effect of internal and external environmental
forces. In this regard, it is necessary to highlight the main internal and external factors (forces) that
determine the development of insurance relations in Iraq.
This is a conceptual paper whose purpose is to examine the problems of Iraqi insurance relations,
the factors affecting them, the ways to resolve these problems and to determine the directions of
reformation.
This paper embodies a conceptual debate on the problems as well as the internal and external
factors affecting the development of the insurance industry in Iraq. Moreover, the role of
governmental regulators in this process is established. The source of data for this study is secondary,
and it relies on the information collected from the literature related to the subject matter. In doing
this, extended as well as concentrated literature search was conducted on scientific journals,
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international conference articles and proceedings using key words [1]. The secondary data that were
gathered were critically evaluated to advance arguments presented in this paper. The focus was on
the key internal and external factors that impact on the insurance industry in Iraq. Hence, an internal
and external environmental audit/scan is necessary.
Carrying out an environmental scan/audit of the insurance companies in Iraq is very vital for
industrial growth and reform. It embodies a careful appraisal of the key internal and external factors
that impact on an insurance organization or insurance industries wellbeing.
Applying managerial economics is very vital in designing developmental strategies for the current
global business world that has been plagued by the Covid-19. It will enhance the basis for smart
decision-making processes for managers who aim to increase their profitability, market share and
competitiveness in the short and long run.
On the one hand, in the light of strategic management, an internal audit of insurance organizations
is the process of evaluating/examining/assessing/analyzing the internal business environment of an
insurance organization e.g investigating the strengths and weaknesses of the insurance organization
[2].
On the other hand, an external audit of insurance organizations or industry is the process of
evaluating/examining/assessing/analyzing the external business environment of an organization e.g
investigating the opportunities and threats of an organization. Opportunities are the elements in the
environment in which the insurance organizations operate that that the business or projects could
exploit to its advantage, while the threats are the elements in the environment that could cause trouble
for the business or project. External audit of insurance organizations focuses on identifying and
evaluating trends and events beyond the control of a single insurance firm. It exposes strategic
opportunities as well as threats facing a firm so that managers can develop strategies leverage the
opportunities and evade or reduce the influence of threats [1]. The external audit is aimed at
identifying key variables that offer actionable responses. Insurance companies ought to be robust
enough to react in a proactive manner either offensively or defensively to the factors by developing
strategies that leverage external opportunities or that mitigate the influence of possible threats.
These key internal as well as external factors that have an influence on the insurance industry in
Iraq is underpinned by the resource based view theory which posits that the firms internal resources
are more essential for an organization relative to the external factors in order to attain competitive
advantage [3]. Proponents of the resource based view opines that the performance of firms will
primarily be determined by internal resources that can be grouped into three all- encompassing
categories: physical resources, human resources, and organizational resources [4]. In addition, from
the perspective of the resource based view theory, the key External factors can be divided into five
broad categories: Economic forces, Social, cultural, demographic, and natural environment forces;
Political, governmental, and legal forces; Technological forces; and Competitive forces. A significant
factor in the external environment of the Iraqi insurance industry is Information technology threat.
Iraq is a major Oil producing country in the Middle East. Globally, the Middle East is currently
reputed to most susceptible to Information Technology risks. This calls for a proactive insurance
industry to mitigate these risks. In terms of IT attacks in the Middle East, two thirds of the servers’
most significant blockages targeted Saudi Kingdom. Iraq and Kuwait rank second and third
respectively.
Furthermore, the phenomenon of globalization, is one major factor that ties up all these external
factors enumerated concerning the insurance industry. This is due to the fact that modernization of
businesses has brought about the proliferation of globalized firms. Globalization is an internalization
concept which is changing the way businesses are conducted in the current modern world. It involves
a process in which firms develop international influence or start operating on an international/global
or multinational scale.
Iraq is a Lower-middle-income economy, with a substantially high level of level of violence
occurring in its socio-political landscape. The country places a significant importance on export of
petroleum and international aid for its economy. In terms of international trade, according to the
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World Trade Organization (2019), Iraq’s total import of goods for 2019 was 45,262 billion USD, its
export of goods was 82,309 billion USD. Its import of services was 24,246 billion USD while its
export of services was 6,331 billion USD. However, these statistics are a very big decline from the
2018 statistics (Table 1) which indicates a reduction in economic activities there by posing a challenge
for the Iraqi economy.
Table 1 – Iraqi Import and Export of services, 2018*

*Source: Comtrade, Latest Available Data
Moreover, in recent years in the Iraqi scenario there have been a big merger between two (Iraq
Insurance and National Insurance) of national insurance companies in Iraq. The governing body, Iraqi
Insurance Diwan, which is responsible for regulating insurance firms in Iraq, instituted legal
processes to sanction the coming together of the two government-owned insurance firms. The
architects of the venture stated that this project will enhance the growth of Iraqi insurance, an industry
in need for much needed capabilities to function robustly. However, it is to be noted that although
anti-government demonstrations have recently reduced Iraq's macroeconomic outlook has taken been
affected by the Covid-19 outbreak, lower oil prices and OPEC production cuts
Preliminary data show that Iraq’s GDP fell 11.7% in the second quarter of this year 2020, which
is worse than the world average (-9%).
This is a conceptual paper that relies on conceptual deductions of the author to draw conclusions
of the subject matter. As a result, the following conclusions are provided.
It is important to state that key reforms in the insurance industry are vital to its growth and
development in Iraq. Also, the role of the Iraqi government cannot be over emphasized in achieving
this development.
Moreover, it should be taken into consideration that the number as well as the diversity of the
objectives and their dynamism, makes a challenging choice of expansion priorities. Following the
current developments, the insurance industry in Iraq has the potential to promote economic
development. Also, the functions of the insurance firms in providing resources, managing risks, and
resource allocation are an essential segment for economic development. The guidelines for work can
present some suggestions for future policymakers in the insurance industry due to the fact that in the
future the insurance firms will assume the position of leading financial investors since they possess
large amounts of capital to invest in different segments of the financial market.
More critical is the fact that the key is to implement usefulness policy that will ensure institutional
improvements to the promotion of competition, which contributes to increased efficiency, particularly
in risk management and new product development.
Consequently, in support of economic development in the race for globalization and globalized
industry, insurance regulations should be strong enough to protect the insured, but not as prescriptive
as to prevent insurance companies from supporting economic activity through the products they
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provide and the investments they make. Similarly, the health insurance industry is also necessary for
globalized services and economic development, for this reason that it is essential for the insurance
sector to remain healthy which requires efficient as well as suitable regulations.
Finally, the current state of the insurance industry in Iraq puts it at a disadvantage when competing
with the insurance industry in other advanced countries. This scenario can be improved by the usage
of modern technologies. Presently, manual systems are in use in most insurance firms, thus limiting
their ability to execute multiple functions within a short time. Thus, use of advanced modern
technologies will significantly reduce the time to market and execute insurance activities in Iraq.
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