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ABSTRACT 

Motor insurance are possibly the most 

important insurance poiicies from the eonsurner's point 

of view. For a vast majority of people, motor insurance 

constitutes their oniy point of iinkage with the general 

insurance industry, as it is mandatory for vehicle users 

to have minimum Third Party 'Act' insurance covers. 

It is therefore not surprising that it has 

gained the reputation of being the class of insurance 

which constitutes the greatest concern to the public and 

to the regulatory authorities. Any increase in premium 

rates or costs or when inadequate services are provided 

wou.ld invite much publicised community criticism. 

Many aspe^cts of the motor insurance have been 

studied in the past. For example, a great deal of 

i n f o r m a 11o n ma y be f o u nd in published s ou rees concern ing 

underwriting, the role of intermediaries, motor claims 

and methods to minimise vehicle darnage f raud ,. 

Moreover, the amount of research that has been 

conducteci in the area of rating in private car insurance 

is negligible. It is hope that this paper will help to 

fill this gap in insurance knowledge and will stimulate 

others to probe more deeply in this area. 
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CHAPTER 1 

INTRODUCTION AND DATA COLLECTIONS 

O INTRODUCTION 

The successful u nder wr i . t i ng of any i nsur a nc e 

business requires that the premium rates charged 

cornmensui ate with the risk presented and have an 

adequate margin tor acquisition costs, management cosi 

and prof its . 

The claims statistic s o f t h e M a 1 a y s i a n n i o t, o r 

insurance i ndus t ry re f 1 e cted in App e n d i x 1 c1e a r1y 

demonstrates that motor insurance has genera!ly been 

undergo ing poor performance. The incurred loss ratio 

shot up a sky high of 95% in 1988, but amazingly it 

plunge dourn to 75% in 1990. 

However, with an average: of 83.68% from 1980 

to 1990, Malaysia has the highest loss ratio in motor 

insurance business in ASEAN as reflected in Appendix 2. 
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