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Investigation on the proposed merger of the insurance businesses of Swan Group and Rogers Group
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Summary

1.1
The Competition Commission of Mauritius (CCM) started a detailed assessment, in form of a
merger review, into the proposed merger of both the general and long term insurance businesses of
Swan group and Rogers group on 16th November 2011, under sections 48 and 51 of the Competition Act
2007 (the Act).
1.2
This detailed assessment follows an application for guidance made on 24th October 2011 to the
CCM by Swan Insurance Company Limited (Swan) and CIM Insurance Ltd (CIL) on the combination of
their respective general insurance businesses in Mauritius. On 21st November 2011, The Anglo Mauritius
Assurance Society Limited (AMAS) and CIM Life Ltd (CLL) made an application to the CCM on the
proposed combination of their respective long term insurance businesses as well.
1.3
Following initial information gathering and assessment, the CCM produced a Statement of
Issues (SOI) on the 23rd December 2011, which set out the main concerns of the CCM at that stage. The
parties to the proposed merger were given the opportunity to comment on the SOI and they forwarded
their comments to the CCM on the 16th January 2012 in relation to both the general insurance and long
term insurance businesses.
1.4

Following the SOI, the CCM continued its information gathering and assessment process.

1.5
Initial views suggest that there must be at least two broad markets that may be involved namely
the long term insurance businesses and the general insurance businesses.
1.6
It seems that within the long term insurance business there may be further markets and for the
purpose of this report it was appropriate to consider the markets of pension businesses including unit
linked pension businesses1, the life assurance businesses including unit linked life assurance businesses
and the permanent health insurance businesses. The proposed merger can result in a market share
above 30% in only the pension businesses.
1.7
Though there are several policies within the general insurance businesses that are not
substitutes from demand perspective, the parties suggested that there may be substitution from the
supply side and the product market must be that of the general insurance business as a whole. For the
purpose of this investigation the relevant product market considered was the general insurance
business keeping the potential sub-markets of each general insurance product in mind. The merger may
result in Swan having a market share in the general insurance business in Mauritius which may be
slightly above 30%.
1.8
On the 3rd February 2012 the CCM received one undertaking from Swan and one from AMAS in
relation to the proposed mergers under the provisions of section 63 of the Act. If, after taking
cognisance of the report of the Executive Director of the CCM on the matter, the Commissioners
1

Thereon simply referred to as pension businesses
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conclude that the undertakings resolves the competition concerns of the investigation, the
Commissioners may accept the undertakings and publish them in the form of a decision of the CCM,
which decision is legally binding Swan and AMAS respectively, as providers of such undertakings.
1.9
A communiqué and a media release were issued by the CCM on 3rd February 2012 following
receipt of the undertakings offered by Swan and AMAS to give the opportunity to concerned parties to
comment and give their views on the matter. The deadline for forwarding of concerns was on 10th
February 2012. The CCM did not receive any comment in that respect by the said deadline.
1.10 This report sets the CCM’s initial findings in relation to the merger review and the likely
concerns2 that the merger may raise. The report then assesses the undertakings.
1.11
The Executive Director is of the view that the undertakings offered are expected to resolve all
likely concerns that could have been created following the proposed amalgamations and therefore
recommends that the Commissioners accept the undertakings and to clear the proposed merger subject
to the undertakings.
1.12 This report does not in any way prevent the CCM from conducting future investigations in the
insurance sector and/or in relation to the enterprises under this review and/or in relation to the merger.

2

These are concerns that would have been assessed during the investigation.
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Background

2.1
The Swan group operates through Swan for general insurance business and through AMAS for
life assurance business, pensions, actuarial and investment business3.
2.2
The Rogers group, which is a conglomerate having activities in various sectors of the economy
operates its financial business through Cim Financial Services Ltd (CFS). CFS has two subsidiaries that
operate in the insurance business, namely CIL which undertakes general insurance and CLL which
undertakes long term insurance.
2.3
On the 24th October 2011, the CCM received an application for guidance pursuant to section 47
of the Act, on the proposed combination of the general insurance businesses of Swan (which forms part
of the broader Swan group) and CIL (which forms part of the broader Rogers group), in Mauritius
(thereinafter ‘the general insurance application’). The general insurance application states at paragraph
1 that Swan group and the Rogers group will combine certain of their activities through the
amalgamation, inter alia, of:
(a)

CIL with and into Swan, with respect to their general insurance business; and

(b)

CLL with and into AMAS, with respect to their life assurance business.

2.4
However, the general insurance application was made in relation to the general insurance
business and not long term insurance business as the applicants deemed that the proposed merger into
the long term insurance business will result in a post-merger market share which would be lower than
the threshold of 30% set under the Act4.
2.5
Given that market share depends on the market definition, and considering various possible
market definitions, the CCM also considered the proposed combination of the long term insurance
businesses of CLL with and into AMAS during the preliminary assessment as the proposed merger may
result in a market share above 30% in at least one potential market within the long term insurance
business.
2.6
After its preliminary assessment, the CCM found that the parties to the proposed merger may
have more than 30% of market share in at least one potential market and was not able to conclude that
the proposed merger did not raise any competition concerns. The Executive Director of the CCM
therefore decided to launch a detailed assessment under sections 48 and 51 of the Act on the 16th
November 2011, into the proposed merger of the insurance businesses of the Swan group and Rogers
group. Thus, the assessment covered both the long term and general insurance businesses and the
parties to the merger, including CLL and AMAS, were informed of the CCM’s decision accordingly.

3
4

For instance refer to paragraph 2.1, page 8 of the general insurance application
For instance refer to paragraph 5, page 4 of the general insurance application
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2.7
On the 21st November 2011, AMAS (which forms part of the broader Swan Group) and CLL
(which forms part of the broader Rogers Group) made an application to the CCM on the proposed
combination of their respective long term insurance businesses (thereinafter ‘the long term insurance
application’).
2.8
In their application to the CCM, the applicants explained that the rationale for the proposed
merger5 was to benefit from economies of scale. The merger will provide critical mass to expand beyond
the national boundaries and the ability to better respond to change among others. The applicants also
mentioned that there may be offsetting benefits to the public through product innovation, better
quality of service and better pool of human resources resulting in broader technical know-how6.
2.9
During the investigation the CCM interviewed some insurance companies, insurance brokers
and corporate clients, among others, to gather preliminary views on the potential relevant market and
whether the proposed merger may raise any competition concerns.
2.10 The CCM also analysed the above mentioned applications and the additional information
submitted by the parties pursuant to requests for information made by the CCM.
2.11 The insurance sector is regulated by the Financial Services Commission (FSC) through the
Financial Services Act 2007 (FSA07) and the Insurance Act 2005 (IA05) amongst others.
2.12 There were 13 insurance companies licensed to conduct general insurance business and 8
insurance companies licensed to conduct long term insurance business as per FSC’s figures on 12th April
20117. It must also be noted that in the year 2010 and before, there has been major restructuring in the
insurance sector following the requirement to separate long term insurance business and general
insurance business by insurance companies.

5

Although reference is being made to merger, it refers to the proposed merger of CIL with and into Swan as regard
the general insurance business and the merger of CLL with and into AMAS as regard the long term insurance
business, unless otherwise stated.
6
For instance refer to section 5 of the general insurance application and section 5 of the long term insurance
application
7
http://www.fscmauritius.org/being-supervised/register-of-licensees.aspx
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Competition Act and CCM Guidelines

3.1
Sub-Part IV of Part III of the Act deals with the control of merger situations. Section 47 of the Act
stipulates the criteria for existence of a merger situation and Section 48 of the Act describes merger
situations that may be subject to review.
3.2
The definition of merger as per the Act is quite broad defining a merger situation as “the
bringing together under common ownership and control of 2 or more enterprises of which one at least
carries its activities, in Mauritius, or through a company incorporated in Mauritius.”8
3.3
Section 47(2) of the Act specifies that enterprises shall be regarded as being under common
control where they are –
(a)

enterprises of interconnected bodies corporate;

(b)

enterprises carried on by 2 or more bodies corporate of which one person has or groups
of persons have control; or

(c)

2 distinct enterprises, one carried on by a body corporate and the other carried on by a
person having control of that body corporate.

3.4
Section 47(3) of the Act stipulates that any person may be treated as bringing an enterprise
under his control where –

3.5

(a)

he becomes able to control or materially to influence the policy of the enterprise, but
without having a controlling interest in it;

(b)

being already able to control or materially to influence the policy of the enterprise, he
acquires a controlling interest in it; or

(c)

being already able materially to influence the policy of the enterprise, he becomes able
to control that policy.

Thus existence of control or material influence may result to merger situations.

3.6
The Guidelines give guidance on the meaning of control: “The CCM considers that controlling
interest is generally deemed to exist where a person holds:

8

(a)

ownership of at least 30% or more of the voting rights;

(b)

is able to control the composition of the board;

Section 47(1) of the Act
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(c)

is in a position to exercise, or control the exercise of, more than one-half the maximum
number of votes that can be exercised at a meeting of the company; or

(d)

holds 30% or more of the issued shares of the company, other than shares that carry no
right to participate beyond a specified amount in a distribution of either profits or
capital.”9

3.7
The Guidelines also give guidance on the meaning of “material influence” of de facto control,
which is less than legal control but still allows the acquirer to influence the decisions or policies of the
enterprise.10
3.8
There are no precise criteria for determining when a merger gives a party material influence,
however some guidance from international precedents on the concept is helpful.
3.9

As specified in Section 48 of the Act, mergers are subject to review by the CCM where:
(a)

all the parties to the merger, supply or acquire goods or services of any description, and
will following the merger, together supply or acquire 30 per cent or more of all those
goods or services on the market; or

(b)

one of the parties to the merger alone supplies or acquires prior to the merger, 30 per
cent or more of goods or services of any description on the market; and

(c)

the Commission has reasonable grounds to believe that the creation of the merger
situation has resulted in, or is likely to result in, a substantial lessening of competition
within any market for goods or services.

3.10 The 30% market share is a threshold for further assessment and does not by itself imply that a
merger will lessen competition.
3.11 The CCM Guidelines on Merger highlights that not all mergers give rise to competition issues
and that some mergers may be “pro-competitive.” “Some mergers may lessen competition but not
substantially, because sufficient post-merger competitive constraints exist to ensure that competition
(or the process of rivalry) continues to discipline the commercial behaviour of the merged entity.”11
3.12 “Only mergers that substantially, or are likely to substantially, lessen competition will be subject
to remedy under the Act. The focus of the CCM is therefore solely on the effects of a merger on
competition.”12

9

Section 2.10 of CCM5 – Guidelines on mergers
Section 2.12-16 of CCM 5 – Guidelines on mergers
11
Section 3.3 of CCM5 – Guidelines on mergers
12
Section 3.4 of CCM5 – Guidelines on mergers
10
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3.13 “Merger analysis is inherently forward-looking (even for completed mergers) and necessarily
involves predictions to be made about the future. The CCM will form an expectation using all the
available relevant evidence it can reasonably obtain.”13
3.14 Substantial Lessening of Competition “would be assessed by considering how competitive the
market was/is before the merger, and what is likely to happen after the merger.”14
3.15 “Even if a merger would result in one or more suppliers having the ability to raise prices, a
merger might still be allowed if the Commission believes that entry is sufficiently timely, likely and
effective that no long-term damage to competition will result.”15
3.16 Thus, some mergers may eliminate a competitor or lessen competition among the merging
entities, but, if after the merger there continue to exist sufficient other entities offering similar
products/services there may continue to exist competition in the market and competitive pressure may
continue on the merging firms. This will mean continued rivalry in the market possibly preventing the
merging firm from using market power to the detriment of consumers, as the consumers will have the
alternative to shift to the other firms providing similar products/services at more competitive offer.
3.17 Section 61 of the act deals with potential remedies that may be adopted in merger control and
is as below:
(1)

Where the Commission determines, after investigation that –
(a)

an enterprise is a party to a merger situation; and

(b)

the creation of the merger situation has resulted, or is likely to result, in a
substantial lessening of competition within a market for goods or services, the
Commission may give the enterprise such directions as it considers necessary,
reasonable and practicable to –
(i)

remedy, mitigate or prevent the substantial lessening of competition;
and

(ii)

remedy, mitigate or prevent any adverse effects that have resulted from,
or are likely to result from, the substantial lessening of competition….

3.18 Section 63 of the Act provides enterprises the opportunity to offer the CCM undertakings and
stipulates that:
(1)

An enterprise may offer a written undertaking to the Commission to address any
concern that has arisen, or is likely to arise, during an investigation in respect of a

13

Section 3.11 of CCM5 – Guidelines on mergers
Section 3.16 of CCM5 – Guidelines on mergers
15
Section 3.21 of CCM5 – Guidelines on mergers
14
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restrictive agreement subject to investigation, a monopoly situation or a merger
situation.
(2)

The undertaking may be offered before the start of the investigation or at any stage
during the investigation.

(3)

The Commission may, after having taken cognizance of the report of the Executive
Director on the matter, determine a case on the basis of an undertaking if it considers
that the undertaking satisfactorily addresses all the concerns it has about any
prevention, restriction distortion or substantial lessening of competition.

(4)

An undertaking accepted by the Commission shall be published by the Commission in the
form of a decision of the Commission.

(5)

An undertaking accepted by the Commission shall have effect as if it were a direction
under section 60.
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Market definition and market structure16

4.1
The applicants have stipulated that it is appropriate to consider (i) the proposed merger of CIL
with and into Swan as a single market for the provision of insurance products within the general
insurance business; and (ii) the proposed merger of CLL with and into AMAS as a single market for the
provision of insurance products within the long term insurance business17. Given the different licensing
requirements18, different nature of risks covered, different time horizon and different nature of
premium setting amongst others, it seems that long term and general insurance businesses must be
treated separately, as two separate broad markets. Indeed the applicants are legally distinct corporate
entities for the long term and general insurance businesses, though they may be part of same group.
Therefore, the CCM considered the narrowest potential market, within each of these two types of
businesses and then broader markets to find the most relevant market19.

The long term insurance businesses
4.2
The IA05 segregates long term insurance into life assurance business, pension business,
permanent health insurance business and linked long term insurance business. Part 1 of the first
schedule of the IA05, defines the various classes of business within the long term insurance business as
follows:
(a)

Life assurance business - The business of undertaking liability under contracts upon
human life or contracts to pay annuities on human life, but excludes permanent health
insurance business and personal accident insurance business;

(b)

Pension business - The business of effecting and carrying out of –

(c)

(a)

contracts to manage pension funds or the investment of pension funds;

(b)

contracts of the kind mentioned in paragraph (a) that are combined with
contract of insurance covering either conservation of capital or payment of a
minimum interest; or

(c)

contracts on a group basis to provide pensions during the lifetime of employees
as from their retirement and to their dependents should they die in service or on
pension;

Permanent health insurance business - The business of undertaking liability under
contracts to provide specified benefits against risks of persons becoming incapacitated in

16

The CCM has not taken the investigation to completion. This chapter provides some initial views on the markets
that may be affected through the merger.
17
For example paragraph 33.1 of the application in relation to long term insurance and paragraphs 28.1 and 28.3
of the application in relation to general insurance business.
18
As per the IA05
19
Refer to paragraphs 2.15 to 2.21 of the CCM2 – Guidelines on market definition
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consequence of sustaining injury as a result of an accident or of an accident of a
specified class or of sickness or infirmity, being contracts that either are not expressed to
be terminable by the insurer or are expressed to be so terminable only in special
circumstances mentioned in the contract;
(d)

Linked long term insurance business - The business of effecting and carrying out
contracts of insurance under which the benefits are wholly or partly to be determined by
reference to the value of, or the income from, property of any description, or by
reference to fluctuations in, or in an index of, the value of property of any description.

4.3
The above classification of long term insurance business does not imply that the abovementioned classes may be regarded as product markets as per the Act and the CCM guidelines. It,
nevertheless, gives an indication on the approach to be used. It is to be noted that narrower markets
that are part of these broad ones also exist from the perspective of the Act and the CCM guidelines.
4.4
It is to be noted that within these specific classes there may be narrower sub-markets pertaining
to certain specific types of policies. For instance within the life assurance business, there are several
policies that are commonly offered like educational plans, decreasing term assurance, level term
assurance and various saving plans among others. These products typical offer pure coverage of life or a
combination of risk coverage in case of death plus savings, investments and the like.
4.5
In identifying the relevant market, starting by consideration of the narrowest product markets
which would be the specific policies provided under each class, it seems that there may exist separate
markets from a demand perspective. For instance, it is unlikely that within the life assurance class one
would substitute a decreasing term assurance with an educational plan. The various policies vary in their
use, the premium, the benefits and time horizon among others. However there are products that seem
to be substitutable from a demand side perspective mainly when they are catering for similar needs of
individuals.
4.6
One alternative to classify the products in the long term insurance business would be according
to the needs that the various products cater for, like insurance in case of death and savings and
investment needs. Here it is likely that savings and investment needs catered through insurance
companies would be competing with other products catering for the same need like saving plans with
banks and other financial institutions. From initial interviews and research it seems that within the long
term insurance business, there are three distinct product markets, namely that of life insurance,
pensions and permanent health insurance.
4.7
It has usually been found that ‘life and non-life insurance can be divided into as many product
markets as there are different kinds of risks covered. Their characteristics, premiums and purposes are
distinct and there is typically no substitutability for the consumer between the different risks insured.’ 20

20

http://ec.europa.eu/competition/mergers/cases/decisions/m1627_en.pdf
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4.8
From initial assessment it seems that these three product markets are less likely to be
substitutes on the demand side. For example it is less likely that a parent willing to take an insurance
plan, which also includes savings and investments, to cater for the education of his child that will be
required after 15 years will be able to do same through a pension plan that will mature after 25 years.
The nature of the benefits, the time period and liquidity of various products within the long term
insurance business varies, which make these products distinct, at least within certain categories. Some
of the products within the life insurance business seem to have as substitute other financial products
offered by other institutions than insurance companies like banks and securities21.
4.9
Initial views suggest that the link long term insurance business is a close substitute to ‘with
profit’ policies from both supply side and demand perspective. Therefore it seems appropriate to
integrate linked long term insurance with life assurance and pensions.
4.10 It may however be argued that from supply side, insurance companies already licensed to do
long term insurance businesses can easily substitute among various products. Initial information
suggests a mixed view about this. Some insurance companies believe that they can easily offer new
products within the life insurance category, but they may not be able to offer pension plan when they
are not currently offering one. They argue that pension market requires different type of expertise,
requires long-term commitments and there is need for considerable funds and client base to be
profitable. One of the companies interviewed said that its organization policy and mandate does not
permit it to enter the pension market as such.
4.11 Pensions may also be administered by employees and companies but it seems to be less
substitutable with the service provided by insurance companies for reasons such as convenience, skills
requirements and investment knowledge required.
4.12 The applicants at paragraph 35 of the application for long term insurance business mentioned
that the geographical market where the proposed parties to the merger compete is predominantly
Mauritius. Preliminary information suggests that the likely geographical market is Mauritius.
4.13 Thus, initial information suggests that the likely markets within the long term insurance business
would be underwriting, wholesale, retail sales and other services provided by insurance companies in
Mauritius for:
(a)

Life insurance businesses;

(b)

Pension businesses; and

(c)

Permanent health insurance business.

21

This assessment has not been found necessary as the merged party has lower than 30% of market share in the
life assurance business and broadening the market will not impact on the assessment.
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4.14 Another important characteristic of the long term insurance business is the switching cost that
may exist. Clients to the long term insurance have switching cost which includes the cost of looking for a
new provider, the penalty or surrender charge for cancelling existing policy and so on. These elements
may make substitution across various insurance companies unlikely for existing clients in the event of a
5-10% increase in price. However substitution for new clients may be easier.
4.15 There are various alternative to measure market share like using the gross yearly premium, net
yearly premium, assets under management, new gross yearly premium or new net yearly premium.
4.16 The most suitable yardstick to measure market shares seems to be the gross yearly premium,
given that insurance companies compete for these yearly premiums and it seems to be the best
indicator of the interaction between demand and supply. The application also makes use of gross
premium to calculate market shares.
4.17 Initial analysis of information gathered and figures provided within the application suggests that
the proposed merger of the long term insurance businesses of CLL and AMAS is less likely to result in a
post-merger marker share of higher than 30% in relation to life insurance businesses22 and permanent
health insurance business23.
4.18 However, it is very likely that post-merger CLL and AMAS will have more than 30% of market
share in the pension market. The application in relation to long term insurance business states that the
market share for the year 2010 of CLL and AMAS in pension (excluding unit linked pension) are 4.23%
and 25.3% respectively, meaning a combined market share of 29.6%. The market share for pension
inclusive of unit linked pension of the parties to the proposed merger is likely to be higher than 30%24.

22

Even when linked long term businesses of the parties to the proposed merger is fully absorbed on life assurance
and only their linked long term businesses absorbed in life assurance of all companies in Mauritius, the combined
market share of the parties to the proposed merger is about 15.5% (in other words assuming an extreme scenario
where these two companies are the only providers of linked long term insurance business with life assurance and
that all their business of linked insurance is attributable to life assurance). If Permanent Health Insurance is
absorbed in a similar manner as per the figures of 2010, the new combined market share for life assurance with
unit linked insurance and permanent health insurance of the parties to the proposed merger would be about
15.6%.
23
As at the application date the applicants said that their combined market share in permanent health insurance is
about 28.1% in terms of gross premium ‘paid to it to date.’
24
Turnover of AMAS and CLL for year 2010, in terms of gross premium for both linked and non-linked pension are
approximately Rs 989, 804,000 and Rs. 115,369,000 respectively; which makes a total of about Rs. 1.105 Billions.
Gross premium for the market of linked insurance for the year 2010 was about Rs. 1.116 Billions, out of which at
least Rs. 0.412 Billion is attributable to life insurance as per the figures of AMAS and CLL, which imply that at most
Rs. .704 Billions is attributable to unit-linked pension (this figure may include further unit-linked insurance towards
life assurance), while gross premium for non-linked pension was approximately Rs. 2.364 Billions. Thus the market
for pension including unit-linked pension, in terms of gross premium for 2010, would be at most Rs. 3.068 Billions.
This implies that AMAS and CLL have a combined market share of at least 36% (Rs. 1.105 Billion/Rs. 3.068 Billion) in
the market of pensions including unit-linked pensions.
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General insurance business
4.19 Concerning general insurance business, the general insurance application for guidance suggests
that the relevant product market must be the whole of general insurance business. The argument put
forward was that though various products within the general insurance covers different risks and that
these products are not substitutable among each other from a demand perspective as they meet
specific customer needs, suppliers in the market can easily substitute to cater to all products within the
category.
4.20 Initial analysis suggests that various policies within the general insurance business may not be
substitutes from a demand perspective. However it seems that suppliers within the general insurance
business can substitute and cater for new markets in a timely manner. There is the question of whether
customers can easily substitute similar products across suppliers. The response has been mixed.
4.21 Brokers contribute a high share of business in the general insurance business and many brokers
have said that they work with only the ‘biggest’ insurance companies. Some brokers have said that they
do not distinguish between these two categories of suppliers while some have said they prefer to work
with the ‘smaller’ insurance companies. However brokers have shown a willingness to work with any
insurance provider if they are able to show that they are secure, reliable and are able to honor claims in
an efficient and prompt manner. This suggests that even ‘smaller’ insurance companies may be able to
get access to brokers and compete with the ‘bigger’ insurance company should they be able to meet the
criteria of security and efficiency.
4.22 Most insurance companies within the general insurance business provide most of the insurance
products within the different classes. Insurance companies have also mentioned that they can offer new
products rather quickly, shall there be a profitable need to cater for. This suggests that from supply side
there may be substitution and competition occur at the broad level of general insurance.
4.23

Thus, the relevant market is likely to be the provision of general insurance business in Mauritius.

4.24 The most suitable yardstick to measure market shares for general insurance, like that for the
pension market, seems to be the gross yearly premium, given that insurance companies compete for
these yearly premiums and it seems to be the best indicator of the interaction between demand and
supply. The application also makes use of gross premium to calculate market shares.
4.25 The supplement to the application in relation to general insurance business makes mention that
the market share of the merged parties in the general insurance business is approximately 32.9% for the
year 201025.

25

Paragraph 6(iii) of the supplement to the application for general insurance business.
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Assessment of competitive effects

5.1
Initial views suggest that the merger may potentially result in the merging parties having market
shares above the threshold of 30% in two markets, namely that of pension business (approximately
36%) and the general insurance business (approximately 32.9%).
5.2
Both the pension market and the general insurance market are rather concentrated with postmerger HHI26 of the pension market being about 473127, which shows high concentration, with a delta28
of about 22029 and that of general insurance being about 203230, which shows moderate to high
concentration, with a delta of about 497 based on figures for 2010.
5.3
SWAN and CIL are the second and third largest insurance companies in the general insurance
business in Mauritius in terms of market shares31, and would become theoretically the largest insurance
company for general insurance with their combined market share.
5.4
AMAS and CLL may be among the four largest firms in terms of market shares in the pension
market and post-merger would be the second largest or the largest insurance company in the market of
pension, depending on the market definition and to what extent pension through government and
institution with governmental stakes are accounted for in the market.
5.5
The insurance sector in Mauritius is characterized as ‘being highly concentrated. The three
largest groups have 76 percent of total assets. Despite the high level of concentration, the insurance
industry appears to be competitive, operating with high efficiency and reasonable profitability32.’
5.6
Some of the competition concerns that the CCM has addressed during the investigation are as
33
follows :
(a)

Unilateral effects:
I.

Ability of the merging parties to increase price, in terms of fees, charges for expenses,
commission and other cost charged against premium, bonus, benefit or any return to
the policy holder.

26

Herfindahl–Hirschman Index – a measure of concentration obtained by adding the squared market share of each
supplier in the market. Also refer to paragraph 3.31 of the CCM5 – Guidelines on mergers.
27
HHI and Delta are approximate figures, based on information available on FSC Statistical Bulletin. Include only
non-linked pension.
28
Change in HHI
29
The delta is likely to be higher if linked pension business is included.
30
HHI and Delta are approximate figures, based on information available on FSC Statistical Bulletin and those
provided by the applicants
31
As per figures in the FSC Statistical Bulletin
32
D Vittas, The Insurance Industry in Mauritius, Financial Sector Operations and Policy Department, The World
Bank, 2003. http://www.gov.mu/portal/sites/ncb/mac/nlibrary/efiles/dig1.pdf
33
Note that these concerns were communicated to the parties through the SOI
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II.

Ability of the merging parties to increase price in terms of premium amount charged for
specific cover and benefits.

III.

Whether there existed any price difference among the merging parties and whether
post-merger the lower price would cease to exist or increase and whether that will
affect competition.

IV.

Ability for the firms to invest in less attractive investments, or investment which may
not be to the benefit of the customers as compared to its ability to do same without the
merger.

(b)

Whether the proposed merger will make price coordination easier. Will the new market
structure make it easier for the insurance companies to coordinate price and quality?

(c)

Whether the merger may result in foreclosure of certain products and / or markets. For
instance if the merger results in elimination of certain products, this may distort
competition in those markets. If one of the merging parties was catering to a particular
market and ceases to do so post-merger competition in that market may be distorted;
and

(d)

Whether the merger may result in the foreclosure of certain players within the sector,
like brokers and whether such foreclosure would distort competition.

5.7
It is to be noted here that the insurance sector is regulated through the FSC and the existence of
a regulator and the IA05 mitigates to some extent some of the concerns of the CCM. For instance Part IX
of the IA05 provides for various clauses to protect policyholders.

[Non-Confidential Version]– COMPETITION COMMISSION OF MAURITIUS

Investigation on the proposed merger of the insurance businesses of Swan Group and Rogers Group

6.

18

The undertakings offered

6.1
On the 3rd February 2012, AMAS and Swan offered the CCM undertakings in relation to their
pension and general insurance businesses respectively.
6.2
AMAS will be the surviving entity in the long term insurance business and so is the entity
offering undertakings related to the pension business (see Annex I). The main elements of the
undertaking offered by AMAS in relation to its pension business are as follows:
(a)

Classes of products
AMAS undertakes to continue to provide similar pension and other related products and
services as listed below, to both individuals and companies, in line with those offered by
CLL:
Setting up of pension plans
Administration of pension plans
Investment of pension plans
Death and Disability cover
Provision of annuities
Provision of unit linked pension plans

(b)

Fees and other charges
Unless required by the consulting actuaries and/or re-insurers of AMAS in accordance
with sound prudential norms, AMAS undertakes not to increase beyond inflation rate
the different type of fees and/or administrative charges applicable to existing, potential
and new clients whether in relation to investment, bonuses, risk premiums, claims
processing, surrender charges and/or penalties.

(c)

Relationship with Insurance Brokers
AMAS undertakes to work with all duly licensed insurance brokers and consultants
irrespective of their size and the different classes of business in the interest of
policyholders and for their better protection and security.
AMAS undertakes to provide to all duly licensed insurance brokers and consultants
same terms and conditions in respect of risk premium rates for same level of
underwriting information presented.

(d)

Risk assessment and acceptance practices
AMAS undertakes not to change its approach to risk assessment and acceptance
practices so long as it does not prejudice its reinsurers’ rights and the sustainability of a
particular product or class of insurance.
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Accessibility to insurance products
AMAS undertakes not to lessen accessibility to products and services barring any change
in legislation and/or unavailability of reinsurance cover and/or resources and/or any
insufficiency in demand and/or consulting actuaries’ recommendations to the contrary.

6.3
Swan will be the surviving entity in the general insurance business and so is the entity offering
undertakings related to the general insurance business (see Annex II). The main elements of the
undertaking offered by Swan in relation to its general insurance business are as follows:
(a)

Classes of products and types of policies
Swan undertakes to continue to provide same class of products and type of insurance
coverage within each class in line with those offered by CIL.

(b)

Pricing Methodology
Swan will refrain from amending or varying upwards its pricing methodology, including
its management fees and/or administrative charges, barring;

(c)

(i)

any unprecedented or major or unforeseen event (including but not limited to
cyclone, flooding, tsunami, earth quake, terrorism and epidemic); and

(ii)

any actuarial report/reinsurers recommending to do so in accordance with
sound prudential norms.

Relationship with Insurance Brokers
Swan undertakes to work with all duly licensed insurance brokers and consultants
irrespective of their size and the different classes of business in the interest of
policyholders and for their better protection and security.
Swan undertakes to provide to all duly licensed insurance brokers and consultants same
terms and conditions in respect of risk premium rates for same level of underwriting
information presented.

(d)

Accessibility to insurance products
Swan undertakes not to lessen accessibility to products and services barring any change
in legislation and/or unavailability of reinsurance cover and/or resources and/or any
insufficiency in demand and/or consulting actuaries recommendations to the contrary.

(e)

Risk Assessment and Acceptance Practices
Swan undertakes not to change its approach to risk assessment and acceptance
practices so long as it does not prejudice its reinsurers’ rights and the sustainability of a
particular product or class of insurance.
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Compliance with the Competition Act 2007

Swan undertakes to refrain from any collusive practices aiming at fixing the rate or
terms of a particular product thereby preventing competition amongst insurers.
To refrain from anticompetitive practices aiming at gaining significant market share and
eliminating competitors from a particular line of business.
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Assessment of efficacy of the undertakings

7.1
This section assesses to what extent the undertakings provided by Swan and AMAS respectively
resolve the competition concerns that would have arisen absent the undertakings. In addition to the
undertakings offered the arguments put forward by the parties through their applications and responses
to the SOI would also be addressed.
7.2
As the concerns and the undertakings offered are more or less the same for the pension
business and the general insurance business, the concerns are addressed below along with the
arguments about how the undertakings may or may not address those concerns.
7.3

It is to be noted that the undertakings are valid for a period of 3 years.

Concern (a) – Unilateral effects
7.4
After the merger, the parties could be in a position to raise prices unilaterally and profitably.
Assessing to what extent this merger gives the surviving entities the power to raise prices unilaterally
and profitably is one of the main focus of this investigation. Some brokers mentioned that concern. Price
in the insurance sector may take several forms, for instance the price consumers pay for the
administration side of handling documents in terms of administration fees, the price they pay to cover
the risk they are insuring, the price they pay when they cancel their policy in terms of penalty and so on.
For the purposes of addressing the concern in relation to price the CCM has deemed appropriate to
segregate price in terms of premium paid to cover the risk and invested to generate benefits as
compared to other charges for administration and management of the policy.
7.5
AMAS undertakes not to ‘increase beyond inflation rate the different type of fees and/or
administrative charges applicable to existing, potential and new clients whether in relation to
investment, bonuses, risk premiums, claims processing, surrender charges and/or penalties,’ in relations
to its pension business subject to requirements by ‘consulting actuaries and/or re-insurers of AMAS in
accordance with sound prudential norms.’
7.6
Swan undertakes to ‘refrain from amending or varying upwards its pricing methodology,
including its management fees and/or administrative charges,’ in relation to its general insurance
business, subject to the conditions stipulated in the undertaking.
7.7
The Executive Director believes that the above undertakings in respect of the pricing element
are likely to resolve the CCM’s concerns about price increases. The above undertakings show that AMAS
and Swan would not engage in price increases as a result of the merger. Though there may be room for
price increases it is unlikely to be as a result of the merger but for reasons like change in risk level or to
cater for any increase in the inflation rate.
7.8
Another concern was to what extent the proposed mergers may lessen choice of insurance
service providers substantially.
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7.9
Several brokers have said that the ‘philosophy’ of CIL and CLL on the one hand, and that of Swan
and AMAS on the other hand, is very similar. Brokers have even said that they work with about 5
insurance companies.
7.10 Any concerns that the brokers or other insurance service providers may have in respect of the
merger have been addressed by Swan and AMAS respectively as they have both undertaken to “work
with all duly licensed insurance brokers and consultants irrespective of their size and the different
classes of business in the interest of policyholders and for their better protection and security”.
7.11 Moreover, following the merger, it is likely that clients will continue to have a choice from other
service providers given that the market share of the merged parties is just slightly higher than the
threshold of 30%. Thus it appears that that there may not be substantial lessening of choice. Moreover
this concern must be addressed in conjunction with the ability of the merged entities to increase price,
which is likely to be resolved through the undertakings offered.
7.12 With regards to the ability of the merged entities to invest in funds that are less beneficial to the
consumers, the applicants, in their response to the SOI mentioned that ‘section 47(4)(b) of the IA05
requires the statutory actuary to report on the suitability of the assets backing its liabilities. This would
therefore in any case prevent an insurer from making investments which are not suitable to meet its
liabilities.’ Thus, this concern is mitigated by the existence of the IA05 and the regulatory body.
7.13 The Executive Director is of the view that the arguments provided, the existence of the IA05, the
existence of the FSC coupled with the undertakings provided resolve concern (a) reasonably.
Concern (b) – Price coordination
7.14 This concern mainly addresses the issue to what extent post-merger the remaining competitors
will compete to a lesser extent.
7.15 The CCM did not get evidence in support of any price coordination that will result following the
merger. Though the market is concentrated, there seems to be many players within the market which
may make price coordination difficult.
7.16 The existence of brokers and the use of bidding process may further limit the scope for such
coordination. For the benefit of their clients, brokers seek to obtain the best possible quote from
multiple insurance companies and thus create and maintain competition within the industry.
Foreclosure of brokers could have made price coordination easier. The issue of foreclosure of brokers in
the present case is less likely to arise in the light of the undertaking already given by Swan and AMAS
respectively to deal with all insurance brokers irrespective of their size and the different classes of
business, and that, in the interest of policyholders and for their better protection and security.
7.17 Absent any indication of price coordination and how the merger may ease price coordination
and any foreclosure of brokers which could have made price coordination easier, the CCM’s concern is
less likely to be maintained and the Executive Director believes that the merger is not likely to make
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price coordination within the long term insurance business and the general term insurance business
easier.
Concern (c) – Foreclosure of products/markets
7.18 After the merger, the surviving entities could stop providing certain products and/or stop
supplying specific markets. This would lessen the choice of consumers in terms of product variety and
also in terms of service providers. If following a merger a company feels less competitive pressure it may
lessen such offers like innovative and new products, knowing that a significant proportion of consumers
would have to revert to itself, where previously it could have gone to the other company. In a similar
manner the merged entity may foreclose certain markets and thus limiting choice of consumers.
7.19

In relation to this concern, Swan and AMAS have given the following undertakings:
(a)

‘Swan undertakes to continue to provide same class of products and type of insurance
coverage within each class in line with those offered by CIL’.

(b)

‘AMAS undertakes to continue to provide similar pension and other related products
and services as listed below, to both individuals and companies, in line with those
offered by CLL.’

(c)

‘Swan undertakes not to lessen accessibility to products and services barring any
change in legislation and/or unavailability of reinsurance cover and/or resources and/or
any insufficiency in demand and/or consulting actuaries recommendations to the
contrary.’

(d)

‘AMAS undertakes not to lessen accessibility to products and services barring any
change in legislation and/or unavailability of reinsurance cover and/or resources and/or
any insufficiency in demand and/or consulting actuaries’ recommendations to the
contrary.’

7.20 These commitments on the part of AMAS and Swan resolves the CCM’s concerns reasonably by
ensuring that the Swan and AMAS would not stop providing any particular product or restrict its supply
within a market as a result of the merger and it also ensures that the surviving entities will continue to
maintain accessibility to those products and its supporting services.
7.21 Also, Swan and AMAS undertake ‘not to change its approach to risk assessment and acceptance
practices.’ This undertaking resolves the CCM concern in terms of market foreclosure.
7.22
(c).

The Executive Director is of the view that the undertakings offered reasonably resolve concern
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Concern (d) – Foreclosure of brokers and insurance companies
7.23 After the merger, the surviving entities could refuse to deal with insurance brokers. Brokers are
important players within the insurance industry, more specifically with the general insurance market.
The existence of brokers exert competitive pressure on insurance companies as these brokers look for
the most attractive insurance cover and advises clients on same. Thus insurance companies compete
aggressively to get the business through brokers. Elimination of brokers may lessen competition in the
general insurance business, which would be to the detriment of consumers.
7.24 If the merger gives Swan and AMAS, the surviving entities, the power to act in such manner that
may foreclose brokers and other insurance service providers within the insurance market, it may pose a
risk to competition within the insurance industry.
7.25 AMAS and Swan have undertaken to work in a fair manner with the insurance brokers and to
treat the insurance brokers in a non-discriminatory manner. These undertakings are likely to resolve the
concerns with regards to foreclosure of insurance brokers.
7.26
(d).

The Executive Director is of the view that the undertakings offered reasonable resolve concern

Offsetting benefits
7.27 The parties to the merger have also put forward the various benefits that the merger may offer
to consumers and the economy at large. It is also argued that the proposed merger may result in
efficiency.
7.28

34

Some of the offsetting benefits that Swan and CIL have put forward are34:
(a)

The proposed Amalgamation will provide the Swan group and the Rogers group with an
opportunity to strengthen and expand their general insurance business and at the same
time safeguard the interests of their respective stakeholders.

(b)

By combining their respective general insurance businesses, the Swan group and the
Rogers group will be in a position to present an enhanced competitive alternative to the
general insurance businesses of other insurers and be better equipped to respond to the
changing consumer environment.

(c)

It is the view of Swan and CIL that the public benefits that will result from the proposed
Amalgamation outweighs any potential adverse effects on competition in the present
case for the following reasons:

As per the Response to the SOI.
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Economies of scale: The fixed cost per policy will be reduced hence enabling cheaper
products to be offered.
[ Confidential information excised]
Product innovation and better quality service : As a result of scarcity of (i) technical
knowhow; and (ii) proven experience in general insurance, the Amalgamation will
enable the pooling of resources to: (i) develop new products tailored to the needs of
different market segments; and (ii) provide better service to consumers.
Large number of insurers and highly competitive market environment : Since there
are currently 13 insurers already offering a full range of similar general insurance
products, the proposed Amalgamation will not reduce the competitiveness of the
market.
Better financial security and claims paying ability : In the recent past, there has been
a number of defaults, [ Confidential information excised]. Swan, as the surviving
entity following the Amalgamation, will not only offer better security which will
reduce the risk of default but will also improve its claims paying ability. These two
factors will obviously be beneficial to policy holders, particularly regarding highly
volatile risks such as motor liability and natural perils risks.
(d)

7.29

35

Finally, the combination of the general insurance businesses of Swan and CIL will also
provide Swan with the necessary critical mass and recognition to open new avenues for
the conduct of general insurance business on a regional or even on an international
level.

Some of the offsetting benefits that AMAS and CLL have put forward are35:
(a)

The proposed Amalgamation will provide the Swan group and the Rogers group with an
opportunity to strengthen and expand their long term insurance business and at the
same time safeguard the interests of their respective stakeholders.

(b)

By combining their respective long term insurance businesses, the Swan group and the
Rogers group will be in a position to present an enhanced competitive alternative to the
long term insurance businesses of other insurers and be better equipped to respond to
the changing consumer environment.

(c)

Moreover, AMAS and CLL are of the view that the following benefits to the public will
result from the proposed Amalgamation and should outweigh the competition concerns:

As per the Response to the SOI.
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Product innovation and better quality service: The proposed Amalgamation is a
positive development for both AMAS and CLL. It will not only give security to staff
but will also enable economies of scale and the pooling of resources to result in a
strong, more agile organization well equipped to deal with future challenges and
continue to meet the shared goal of providing better service to consumers.
Human resource: The proposed Amalgamation with result in a pooling of staff with
(i) technical know-how; and (ii) proven experience in long term insurance thus
facilitating the development of new or improved insurance products tailored to the
needs of different market segments.
Conclusion
7.30 From the findings in relation to the likely relevant markets, the arguments put forward by the
applicants, the existence of regulations within the sector and the undertakings provided by the surviving
entities, i.e Swan and AMAS, it seems that the concerns that would have been addressed by the CCM
are reasonably addressed and resolved.
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Conclusion – recommendation to Commission

8.1
The Executive Director is of the view that the likely markets that may be affected by the merger
are the markets for pension and of general insurance business.
8.2

The theoretical market share of the merged entities is likely to be above the threshold of 30%.

8.3
It has also been put forward by the parties that the post-merger market share is more likely to
be lower than the combined market share of the merging entities. According to the parties, a reduction
in the market share is likely to occur post-merger as a result of competition.
8.4
Part IX of the IA05 provides for the protection of policyholders. There are various sections within
Part IX of IA05 that covers the different dimensions of protection of policyholders. The existence of such
clause in the IA05 mitigates the concerns of the CCM to a certain extent.
8.5
The applicants have put forward certain benefits that the proposed merger may bring to
consumers and to the economy like economies of scale, reduced dependency on re-insurers, product
innovation and better quality service and better financial security and claims paying capacity among
others. These efficiencies must also be taken into consideration while assessing the concerns and the
remedies / undertakings.
8.6
The existence of corporate clients and brokers may exercise countervailing pressure on the
merged entity and limiting its ability to engage in abusive practices.
8.7
Thus it seems reasonable to conclude that any likely concerns may be reasonably resolved
through behavioral remedies / undertakings.
8.8
The undertakings offered by AMAS and Swan further resolve the likely competition concerns in
a reasonable manner.
8.9
Even if a narrower market is considered, the above facts coupled with the undertakings, are
likely to mitigate the concerns of the CCM.
8.10 Therefore, the Executive Director recommends that the Commissioners accept the undertakings
and clear the proposed mergers as, in the light of the undertakings offered by Swan and AMAS,
substantial lessening of competition as per section 48 of the Act is unlikely to occur.
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Next Steps

9.1
It is up to the Commissioners to come to a decision pertaining to this proposed merger, after
having taken cognizance of the report of the Executive Director on the matter.
9.2
If the Commissioners reach the conclusion that the respective undertakings submitted by Swan
and AMAS resolves the competition concerns and if the Commissioners accept the undertakings, the
undertakings shall be published as a decision of the Commission pursuant to section 63(4) of the Act.
9.3
The Commission is empowered under Section 64 of the Act to keep under review directions and
undertakings. Under Section 65, the Commission is empowered to enforce the directions and
undertakings.
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Annex II – Undertakings Offered by Swan
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