
After more than 80 years in the grip of a
government monopoly, Costa Rica’s
insurance industry, thanks to the Central
America-Dominican Republic-United States
Free Trade Agreement (CAFTA), is poised on
the brink of free enterprise.

Then
In 1924, the government entity Instituto
Nacional de Seguros (INS) was founded to
write all insurance required in Costa Rica. It
gradually assumed all lines of insurance until
completing the assimilation in 1943.

Since then, even though a government entity,
the INS has operated much like a normal
insurance company, reinsuring its risks with a
number of reinsurance companies in New York,
Zurich, Munich, London and elsewhere, with
automatic and facultative contracts depending
on the need. Over the years, it developed a
rigid approach to doing business, and in
practice, people or companies seeking
insurance had to adapt their needs to what the
INS offered, instead of the other way around.
Fortunately, however, the last 10 years have
seen a change. The INS is now more willing to
negotiate clauses and terms with the insureds.

Now
Costa Rica has signed a free trade agreement
with the other Central American countries, the
Dominican Republic and the US. CAFTA has
been signed by all the member countries and
ratified by all the congresses except Costa

Rica’s. The agreement calls for the elimination
of several monopolies that exist in the
country, including the insurance monopoly – a
mandate considered by various sectors of the
country to be a threat to national sovereignty
and the Costa Rican way of life.

Current plans include a timetable for breaking
up the insurance monopoly in two stages: all
commercial insurance by the beginning of
2008 and workers’ compensation and
obligatory auto insurance by 2011.

Going Forward
Expected passage in the spring did not
materialize, as Congress remained gridlocked
on the matter. A public referendum is in the
works for late September. In the meantime,
the INS is preparing to compete by liberating
itself from a number of strings and constraints
that apply to any Costa Rican government
entity. Recently, for example, by executive
decree, the INS was empowered to enter into
strategic agreements to conduct business in
the other Central American countries.

Legislation regarding the regulation of
insurance is also in the mix, including the
creation of an insurance regulatory board to
begin functioning as soon as the monopoly
is terminated.

Although there is still a vocal minority
vehemently opposed to the CAFTA treaty
and threatening to take to the streets, the
executive branch strongly supports the treaty
and the referendum is expected to narrowly
pass.

If and when the Costa Rica liberalizes its
insurance monopoly, we will again update
this Alert.
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Because of its monopolistic status and the
size of the Costa Rican insurance market,
from the stand-point of premium income,
the INS is by far the largest insurance
company in Central America, and more
than three times the size of the runner-up.

Willis International • May 2007
Update of February 2007 issue


