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Abstract

The existence of high risks in maritime transportation of oil by oil tankers, along with the
capital-intensive nature of this industry, underscores the necessity for insuring oil tankers,
which has faced challenges under sanctions. On the other hand, the low share of insurance
premiums generated from oil production and its transportation relative to the total insurance
premiums in the country indicates a mismatch between the two industries, with the oil industry
outpacing the insurance industry.The main objective of this article is to examine the possibility
of insuring oil tankers by domestic insurance companies. This paper is developmental in
purpose and classified as analytical-descriptive in terms of methodology. The data collection
tool used in this research is library resources, and the method of analysis is comparative
analysis. In this way, the leading insurance companies globally in the field of oil tankers are
first examined, and their financial strength and capital structure are compared with those of
domestic insurance companies.Ultimately, best practices from foreign insurance companies will
be adapted for domestic insurance companies. The results indicate that insuring oil tankers in
Iran is economically justified, but it requires the establishment of appropriate infrastructure
and the enhancement of financial capacity and technical knowledge in the field of oil tankers
within the country's insurance industry.
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Extended Abstract

Every oil tanker and the oil it carries represent significant assets that are, unfortunately, exposed to
numerous risks. The most critical issues stem from the inherent dangers associated with oil,
including its flammability and the high potential for accidents that can lead to fires, explosions, the
release of pollutants into the atmosphere, leakage into marine environments, and the costs associated
with cleanup efforts. Additionally, there are risks inherent to the maritime transportation of oil by
tankers, such as sinking, grounding, collisions, and accidents involving other vessels or underwater
obstacles like rocks and breakwaters.

Moreover, various economic, social, technical, technological, political, and other risks threaten
oil, tankers, and their personnel. These risks are exacerbated by national sanctions, which limit
interaction with the international insurance industry, contribute to the aging of oil tankers, and
restrict access to newer vessels. In light of these circumstances, obtaining insurance coverage from
domestic insurance companies is essential for oil carriers.

In summary, the oil shipping industry is capital-intensive and fraught with risk, making the role
of insurance in managing and transferring these risks critical. However, due to sanctions aimed at
maintaining market share, reducing exports, and preventing foreign currency outflows, the domestic
insurance industry must strive for self-sufficiency in this sector. Achieving this self-sufficiency
requires the development of structures and infrastructures that foster an environment conducive to
enhancing technical and specialized knowledge—an aspect that will have long-term effects on the
insurance industry—as well as strengthening financial capacity, which will yield short-term benefits.

A feasibility study and comparative analysis reveal that the domestic insurance industry falls
short of international standards across various indicators, including insurance penetration rates, total
premiums generated, premiums per capita, capital adequacy ratios, and risk-bearing capacity. A
comparative assessment between Iran Insurance Company and Berkshire Hathaway Insurance
Company indicates that Iran Insurance Company is significantly disadvantaged compared to this
American firm across all financial structure indicators. This finding suggests that when generalized
to the entire domestic insurance industry, no lIranian insurance company possesses sufficient
financial capacity to fully insure oil tankers—including hull coverage, cargo insurance, and all
related liabilities.

However, in terms of adherence to international conventions and the establishment of domestic
regulations regarding oil tankers, their insurance, and compensation for damages caused by oil
pollution, Iran is relatively well-positioned. Furthermore, ranking thirty-eighth in the insurance
industry, twenty-second in maritime trade, and twenty-sixth in the global economy indicates that
Iran does not occupy a particularly unfavorable position compared to many countries—especially
selected nations in the Middle East region analyzed in Chapter Three. In fact, within areas outside
of energy, Iran's performance in the insurance sector has been comparatively stronger than that of
these countries. Nonetheless, it still lags behind many other nations, particularly developed ones.
Therefore, it is imperative to implement necessary measures to enhance and improve performance
within this industry.

In addition to the aforementioned considerations, an analysis of the loss ratio and the disparity
between premiums received and losses paid in the realm of cargo and liability insurance suggests
that tanker insurance in Iran possesses economic justification and is deemed essential for the
country, particularly in the context of sanctions. However, achieving this requires building trust
among insurers within the oil and shipping industries, enhancing technical expertise and specialized
knowledge, and reaching capital adequacy levels comparable to leading global insurance companies
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such as Berkshire Hathaway, Allianz, and AXA—companies which served as case studies in this
research. It is advisable for domestic insurance companies to take proactive steps toward developing
tanker insurance solutions. Accordingly, the following recommendations are proposed based on the
findings of this study:

1. It is recommended that the Central Insurance Organization, the Insurance Research Institute,
the National Oil Tanker Company, the National Oil Company, and other relevant institutions utilize
the findings of this research to establish necessary structures and infrastructure aimed at improving
the performance of domestic insurance companies in relation to oil tanker insurance. Furthermore,
they should organize meetings, conferences, and interdisciplinary training sessions while creating
joint courses on insurance, oil, and transportation in universities across the country. These initiatives
would significantly advance both industries.

2. Experts, researchers, and specialists in these fields are encouraged to incorporate the findings
of this research into their future studies and to explore additional specialized aspects.

3. Given the size of the Iranian Insurance Company (a state-owned entity) and its comparative
advantages over other insurance companies—such as higher insurance penetration rates, greater
premium production, and a larger number of branches—it is proposed that measures be taken to
privatize this company. This would foster a fully competitive environment among all insurance
providers while allowing the government (through the Central Insurance Supervisory Authority of
the Islamic Republic of Iran) to maintain only a supervisory role.

4. To address the gap in insurance knowledge and expertise between Iran and other countries, it
is essential to invite international experts from this industry.

5. A primary challenge facing the domestic insurance industry is insufficient financial capacity,
which manifests in the short term. However, considering the time lag between receiving insurance
premiums and settling claims—an interval that may extend over several years—it is suggested that
these funds be invested not solely in bank deposits but also in capital markets or high-yield projects.
Such actions could enhance capital growth and savings within domestic insurance companies.
Additionally, efforts should be made to bolster confidence among both domestic and foreign
investors.

6. Since demand drives supply in the insurance sector, strategies should be implemented to
increase effective demand and foster trust among insurers within the oil and transportation
industries.

7. Finally, eliminating or amending cumbersome and restrictive regulations within the domestic
insurance industry—such as the tariff system used to determine premium rates, which hinders
competition among domestic insurers—could serve as a valuable solution for promoting industry
growth.
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