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Corporate Forms and Organizational
Choice in International Insurance

An Overview of the History and Theory

Robin Pearson and Takau Yoneyama

The association of individuals to prevent or mitigate risks, or to compensate
for losses caused by risk events, is an ancient impulse. Such associational or
cooperative activity includes the burial clubs of the Roman Empire, medieval
Europe, and Tokugawa Japan; the mutual aid associations of the Philippines,
which rebuild barrio houses and dams after typhoons and floods; or the sea-
rescue clubs of Senegalese fishermen." Most mutual, non-profit, and non-
probabilistic efforts at risk mitigation were private, voluntary, and informal.
Sometimes, however, such efforts were organized, managed, or sanctioned by
state-governing bodies. Examples include the public grain reserves of Chosun
Korea and Imperial China, or the armed convoys protecting merchant cara-
vans in medieval Europe.”

Given the infinite variety of risks and their contingent circumstances
throughout history, it is perhaps unsurprising that insurance, from its infancy,
also developed an extraordinary range of vehicles through which it was
delivered. Yet we know little about how and why different insurance vehicles
were chosen in the past, or why they survived or disappeared. Although there
has been extensive research on the coexistence of contemporary mutual and
stock company forms, the few historical studies in this area sometimes point to
conclusions that confound economic theories or modern empirical results.?

! Platteau 1997; Pearson 2003a; Bankoff 2008.

? Sun et al. 2007, 598; Pearson 2010a, 2; Kim and Lee 2012.

? One example is the uncertainty raised by the history of mutual life insurers in the US about
the influence of regulatory factors on the development of company forms. See Zanjani 2007. This
and other examples of insurance history supporting or contradicting modern organizational
theory are discussed in the following sections.



2 Robin Pearson and Takau Yoneyama

This book represents the first attempt to explore the foundation, survival,
and performance of multiple organizational forms in the history of insurance,
to situate these forms in an international comparative context, and to relate
the results of historical analysis to modern organizational theory. The follow-
ing section provides an overview of the development of organizations in
insurance from the origins of the industry to the present day. The second
section summarizes the theoretical and empirical literature on this topic. The
final section describes the research project that underpins this book, outlines
the contributing chapters, and points to some conclusions that have a wider
relevance for modern theory.

THE HISTORY OF ORGANIZATIONAL
FORMS IN INSURANCE

Modern insurance first developed in the Mediterranean trade of the late
middle ages, although it had antecedents in the ancient world.* Individual
merchants with surplus cash acted as underwriters for other merchants, while
notaries were employed to draw up the contracts. By the early fifteenth
century there were hundreds of notaries working in this field in Genoa, Pisa,
Florence, Marseille, Milan, and Barcelona. Over time they helped to stand-
ardize underwriting practices in marine insurance, practices which were
also adopted in northern European ports. By the early eighteenth century
there were 150 specialist marine underwriters in London, fifty underwriters
and several hundred brokers (not all broking insurance) in Amsterdam, and
up to a dozenunderwriters and brokers each in other Dutch towns.” Insurance
underwriting and broking also came to be regulated and taxed by state
and-fhunicipal authorities in Spain, Italy, Flanders, England, and the United
Provinces.

This organizational form—with a merchant seeking insurance, a broker
acting as intermediary, and a merchant or banker as underwriter—was in part
dependent upon the nature of the risk. In the maritime trades each risk was
relatively large, discrete, and short term—weeks for coastal tramping and for
sea routes around Europe, up to eighteen months for transatlantic and African
voyages. Few individuals had the financial capacity, or were willing, to under-
take such liabilities entirely on their own account. Thus, the coinsurance of
one risk by several merchants, each underwriting part of a ship and its cargo,

“ Pearson 2003a.
® Spooner 1983, 27, 55-9; Cockerell and Green 1994, 5; Go 2009, 89, 130-1.



