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Abstract

In the era of economic globalization, overseas investment has become an activity
which can help the investing country, the invested country, and the investor. For
enterprises, they will face a great deal of political risks when investing abroad compared

to general condition.

With increase in global political risks and emergence of various emerging political
risks, every countries began to realize importance of political risk insurance, and thus
supported development of such insurance through public sector. In addition,
international private insurance companies have developed diversified insurance
products. However, Taiwan government and most insurance companies have not
noticed this trend, not to mention attach importance to it. And the Export-Import Bank
of the Republic of China, as a supporter to public sector in Taiwan, has also not paid

too much attention.

This article mainly analyzes political risks and political risk insurance that
enterprises may face when investing overseas. After comparing the difference between
foreign countries and Taiwan, this article raises the feasible suggestions for future
include: (i) setting up a dedicated agency and encouraging public-private partnership,
(i) clarifying and expanding the insurance coverage, (iii) strengthening process of

claims, and (iv) improving government's measure of advocacy and policies.

Keywords: enterprise risk, political risk, political risk insurance, overseas investments

insurance
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Percent of respondents

Increased government intervention
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Political risk
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W This year
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In your opinion, which of the following factors will pose the greatest constraint on investments by your company in
emerging markets this year and over the next three years?

Source: MIGA-EIU Political Risk Survey 2009.
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8 OECD. GLOSSARY OF FOREIGN DIRECT INVESTMENT TERMS AND DEFINITIONS:
“Foreign direct investment (FDI) is a category of investment that reflects the objective of establishing a
lasting interest by a resident enterprise in one economy (direct investor) in an enterprise (direct
investment enterprise) that is resident in an economy other than that of the direct investor.”
B ige  BUARTRG2ZFY A7 A FRGFL LGS 1987 & > F 6
B 31l ST AP RAMETERGV AL IET AT B ERGE LA L% > 2001
£ F 8o
8 ¥ we> > pwzr83 F 12-13 ¢

28

DOI:10.6814/NCCU202101150



AEFTAAFTARKp AL GEE L LR RFA R LA E B S
fAE ST A MESEA BT A RIT A a0 L A HAREH TR T
A AR TR S SRR E A - L RE Y TR T AT
I E B RRAFC i s LRI TR B E RN L FRE R SR BT AL BBk
@‘ﬂ?rﬁ‘{—i% %,%’f,%vﬂﬁﬂ;i—%;fﬁ?ﬁl—_txi()\,g e R ST SN
AT RS T R T SR PR AR e B BR T A R ~ 1SR

;EJ—\?E%‘?ié’%:um}_‘lZ{ﬁ’Fm‘.\",ﬂ }EH}\ 5 )\;quz"%),gn%rgi, ZW
BE T ;ﬁulfﬁ’—?ﬁ”%i&\ AL S A FIRET A AT R

Wi 2 42> T35 VRFEFFE LA ’i’ﬁ#ﬁ%ﬁﬁ*@ﬁ@&’ E“J.ﬁ&?f%ﬁ?j‘&%

WELRTAA L F R TRIRFT ERLSH AR T EVHARBET R
ZAe LR A E A AR A AEAN A R R T b0 A2 G 4 2 B
AFAARAAFE AL GRIRAEFTRZF I > FRPEFT A BT BT 2
FAARTIF B BRI TR B 8 a R AL g ARAL R

86

HHE TR Z M REBRRT LA N2 FRAPME PR - EHEREER
FH RS A FHAS 3T ARRT R BAR RS T L et 4
AT KR T AP E RPN L P ORIEGFE - R T R R R
rEGHE A PR ELAE S E 28 TR PR R B s R R AR
HRA o FIRFREARF ZATRP) FRBFE S 24 F3HFFLE
AE R E R KR L LR MEFRRL ARG TRRE G A A
AR &7 R FREERP L BT E RS A R FTRALTH LD

AP FTROAT SRR IIH o D B FB I BT g S

N Eﬁlﬁs?lﬂi MARGFHRMR T R ER M ARy Y @z]@}lg‘ * 4157 > 1986 &
70 F S8R A P AR TG RLFY LT AR RG] L%
1993 & » F 1820 ¢

29

DOI:10.6814/NCCU202101150



R FHEE R R TR Rk R M RS g RN
B2 %o BB AR LS By ML RIRE RS RRT R R A SR

=l

3

AR T2 R FRAA RAFEF S 2B 2 MFERS 5 kAR

[
S

Fo gET R FR P 8 PRRT 2 RE RS SR F R R
FaRARHG MFE PR ERAMEL  Ra FF PRRTHHT L LS F
ﬂx

LR U M AR R AR T AR AL RRT LD

- on bEABRFELRFO FIEFTAEFRTFTALEEL A B FV 0
oMk Ko SRR FiE 2 MR RF 2 gL A4 2 S plw

KT e AP (5 F R R 2 T AR
FZH O MREIRRFTLRE

i*uii SRR B R % o FMRERKTE - KRy
ZEBAAZRTEARBRTRE KK T R Wfbﬁ“&%ﬁﬁ“&%Tiﬁ%
REm s o FLEE B AT R :‘Eﬁjﬁ?"v?»#}tffi?f‘ 2UFA G R w R v

b FIMRERRTLRFEREARC LG 24 P2 SRETER G

4_\_;:

RV AR RRTEREN AT AR RT RS S AT LM -

WA TR BB T A L B RFCR R AR T A Wi 4

A BFRE R F AR B AR R T A S AR

(3

PP ERG A FRT AR EE R 7 USRI AR T WAL I
00 BV A A 4 B pFE 2] (obsolescing bargain) 2z 5w m e fsiE 3 2tk
?ﬁ%&?‘?ik\W¢ﬂ£§Q§&%:kﬁ%’%6W@1%ﬁ%%’ﬁ

FERERAI R PE2EORG > TG PR AEZAEABEZ R

87 }1?,—],:{_0

30

DOI:10.6814/NCCU202101150



¥ e "‘fﬁ{)’}’* AR FRZARATT R L P LR R p AL T HEE

REARTERAFE AT LA R e B R G S1A0 CTFRL 2D

d 2T FERRT A S EARFE AT AT SR AR RTRD

MR RIRRGAR F AF L2 FFo R H R AR TR A

s
=
=
-
3
3
o
¥
4

A et e R oo A A RAIE 2 PR FIERZ FH
AA-BEECEMTRID G WERFZHM 52 5ui2 - R RIEREEFS
AT RS R T Rpt 2 4 £ 002 A REoRR PR R R

RO LRI b G R RAT L g S PR

%%ﬁﬁ%ﬁi&%’%ﬁié%%??%?%mﬁm%@ﬂ’ﬁjﬁﬂﬂ
TR By aFEmuag a3 @ a0k % R RO R G2 K%
et RFHEREGR L KRG 2 NIRRT RFLIULE G F Fax P
ERAME S R e S LU R R S aR Rl B i R St
bt %o 4o E B2 OPIC &+ F 4277 22 MIGA- B 34 2 5Tis b 'k & 2 | 5]
2B mEtieh Y R PR E BREFTIRT G ORELT R F R 2 P AR
FNAREY 2 ARNEEA TR EE BT R FIRGEE? A2 LR REE
2o gl TR Frioh e R 0 AT MRt BIPUN R E R 0 TR b

F it 2 30 o

31

DOI:10.6814/NCCU202101150



54

5= % JToh s

54 s5

¥ - o8 TR

¥ -3 FUAR R TE

FRRATGHR G T A AT S P R A RIS RE G B
PREFEL R AHH AR E N TRAFE TR R L BB v 4L
Foip FCin kR AR ATR A SR e T A AR B e AR 1

“~

“mj:

£ 01962 EFRFALF L P RRT AR § Batioh e TE G FIR

ETN

Famded oy EAJIE T ERZIFAB

A A& T g B s (Organization for Economic Cooperation and
Development, OECD ) & & 7 42 & B R iT i Brr & » RE e 2 2 4

B BRI P ok B 2 iR & (Glossary of Statistical Terms) p > -

o

Flph M EER D R PUTARKERL L ERARBEFFHS

FBPZhth e TIRAMETE

|

e RIS  FE R

8 International Bank. (1962). International Bank for Reconstruction and Development & International
Chamber of Commerce: Commission of Foreign Investments. International investment assurance:
Analysis of replies received. Document No. 111/109. As cited in Fitzpatrick, M. (1983). The Definition
and Assessment of Political Risk in International Business: A Review of the Literaturel. Academy of
Management Review, 8(2), 249.
“loss of control over ownership or loss of benefits of enterprise by government action.”
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8 OECD. Glossary of Statistical Terms, available at https://stats.oecd.org/glossary/search.asp , last
visited 2021/04/07.

"The risk of nonpayment on an export contract or project due to action taken by the importer’s host
government. Such action may include intervention to prevent transfer of payments, cancellation of a
license, or events such as war, civil strife, revolution, and other disturbances that prevent the exporter
from performing under the supply contract or the buyer from making payment."

% MIGA, supra note 3, at 28.

“Broadly defined, political risk is the probability of disruption of the operations of MNEs by political
forces or events, whether they occur in host countries, home country, or result from changes in the
international environment.”

%1 MIGA. (2018). Glossary of Terms Used in the Political Risk Insurance Industry, 1

92 World Bank. (2019). Retention and Expansion of Foreign Direct Investment (Vol. 2) : Political Risk
and Policy Responses, 10-12.
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business, 6(4), 7.
“political risk in international business exists (1) when discontinuities occur in the business environoient,
(2) when they are difficult to anticipate and (3) when they result from political change. To constitute a
"risk" these changes in the business environment roust have the potential for significantly affecting the
profit or other goals of a particular enterprise.”
% Root, F. R. (1972). Analyzing political risks in international business. The multinational enterprise in
transition, 355.
% Weston, J. F., & Sorge, B. W. (1972). International managerial finance. Homewood, IL: Richard D.
Irwin, Inc, 60.
“Political risk arise from the actions of national governments which interfere with or prevent business
transactions, or change the terms of agreements, or cause the confiscation of wholly or partially foreign
owned business property.”
% Haendel, H. D., West, T. G., and Robert, G. (1975). Overseas Investment a Political Risk. Thunderbird
International Business Review, 18(1), 11-13.
“risk or probability of occurrence of some political event(s) that will change the prospects for the
profitability of a given investment”
9 Kobrin, S. J. (1981). Political assessment by international firms: models or methodologies?. Journal
of Policy Modeling, 3(2), 251.
“Political risk is defined in terms of managerial contingencies
arising from political events and processes.”
% Schmidt, D. A. (1986). Analyzing political risk. Business Horizons, 29(4), 45.
“Political risk is defined here as the application of host government policies that constrain the business
operations of a given foreign investment.”
9 Shapiro, A.C. (1992) Multinational Financial Management. Boston, MA: Allyn and Allyn and Bacon,
686.
“uncertain government action that affects the value of a firm.”
100 Henisz, W. J. (2000). The Institutional Environment for Multinational Investment. Journal of Law
Economics & Organization, 16(2), 334-335.

35

DOI:10.6814/NCCU202101150



VoA f R T T eIEH 111 Fagersten B>t 2015 £3n G H hd goip
PSS R HP ERER AL LREF T
FREKLTAEAPRIREIJIESMAZFA P T LA p G2 1T

//4

" B A L2

P e P ERRGR RIS R T EEEREY AT -
EECRMEE - Pty B R
+ > FH T
1971 | Robock, Stefan | 2 48 4 & = ¥ 722 ¢ 7 ¥R 2 Frop
H. REFo PR aP EL T € BE
PERFZLE2ZJIEAE R pE o
1972 | Root, Franklin | BRI} & Wk 42 ERgo® 2 (oL &
R. TR LT A R 2 T )
PR ERR 12'4'5 y:%& ’f ;lﬁ
AL o

“as the feasibility of policy change by the host-country government which either directly-seizure of
assets—or indirectly—adverse changes in taxes, regulations or other agreements—diminishes the
multinational enterprise's expected return on assets.”
101 Torrado, P. (2005). Political risk insurance and breach of contract coverage: How the intervention of
domestic courts may prevent investors from claiming insurance. Pace International Law Review, 17(2),

310.

“the risk or probability of occurrence of some political event(s) that will change the prospects for the

profitability of a given investment.”
102 Bjérn Fégersten. (2015). Political risk and the commercial sector — Aligning theory and practice,

Risk Management, 17(1),

26-27.

“a potential harm to commercial activities caused by political action or arising from dysfunctional

political systems.”
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113 Bjérn Figersten, supra note 102.
“The term 'political action' implies that a risk is only political if there are political interests behind it,

leaving government intervention motivated, for example, by monetary policy considerations aside.”
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114 Toyne, B., & Walters, P. G. P. (1989). Global marketing management : a strategic perspective, Boston :
Allyn and Bacon, 68-73.
115 Thunell, L. H. (1977). Political risks in international business: Investment behavior of multinational
corporations, New York: Praeger Publishers, 4-7.
118 Kennedy Jr, C. R. (1988). Political risk management: A portfolio planning model. Business Horizons,
31(6), 27-28.
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