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Mr Chairman,
HOW are insurers meeting the

The single Buropean Market 19

will aleo change tha 1nsurlnc#

since the freedom of establis
- proposed for tha and of 199§2
operdtional era3ss and opportu

With freedom of establishment
insurunce ensured o & large
seventies by the first Diremt
of taking the second step ant
establleonment with Creadom o
placing twelve insurance marl
million consumers in the mel:

Ihe Zirst step in this direc
a4 eurly as 1.7.13930 is the
Directive, with which indust
jargen lazge riska, will be

-
o

Ladies And Gentl

ive,

Dan,
ballenge of 19927

2 - a challenge which
Industry redically,
nt and segyviges

ili creats teotally new

ities.

for nen-life and life
extent back in the

it is now A matter
following fraedom of
services, theredy

cts with more than 320
-‘sag'péﬂ [

ion ¢oming into erzeoct

EC Nonelifa Services

ial dusiness, in BC

liberalised,

Large risks are differentint
rigka according to the size

= 300 armployeens
= 25 million DX balance she«
~ 50 million DM Turncver

from so-ckllad masa
£ the Insured:

rotal
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Thresnnolds which will be Bal as fxem 1.1.1893%,

wharaby two oyt of three of e criveria must De

fulfilled to £all under thius ddfinictien of larzgse
risks.

To give you some idear the fAlst stage encompasses

approximately §J% and the secojd more than 70% of
industrial business in tha ExC

The next development Will De the liberxalisatien of

mass risks, namaly private lings business. It i»

expected that the EC commissich will have presented

& draft Dirsctive for this by khe end of 1889.

¥all~laid plans, praisewcrthy fintentions, which

naverthelsss Nave in parr ore:iced a certain amouat

of gonfusion If one considers jcurrent discuselions on
the intesrnal market., Some Hiwblights:

1,

The range of attitudesy of |insurance coapaniea
towards 1930/92 varies frjm inertia coupled with
total ignoraasce to hectic{activity. The latter
is expressed partiouvlarly{in sumersus plannad,
imminent, actual or taileF purchases and sales,

mergers and co-operation hgreaments.

All insurance ccmpanies efpect to galn
adventagse from che interf:al market, however ot
the fama time are fearfuyll of strong coampetisen
in their own countriss.

NHumerous movenents in the insurance nmarket would
not agree thut the framevork of the internal
markat has changed: aftdr all, frsedosm of
esteblishaent has existed for more than 10 yeacs
and evan cthe acguisition|of foraign inaurance
companies has bean possil)le for & long time.



Here the psychologicsl f£actir in project 1992 is

evident, the resuls ot a

advartising campaign, react

tizes exaggerated.

Prophesias about the effeo

market are vague and appsaf

quite credible. Thua the
Advantages of ths Inteznal
rinancial savings foxr the
insurence ssotor at DM 45
This éscinate 1s& bayed on
the long Tun premiuma wil)
the average of tho four m¢
insursnce markets. In Gap
Business ia attridbutad wi
potential for cost-cuttin
at the technical results
last fav yocars makes this

®ith this backround in mind ¢
the practician as t0 how the
insurance market, iAsuranca C
brokers, insUrance ageants anc
themselves, ure rsacting to t
To say, how ara they meeting
1390/92,

| of 438,

zfectly staged
ions to which aze at

8 of the internal

at times to be not
"Cacchinl Repers on
Market® estimpted the
honsumexr in the
billion.

he assumption that in

find a level around
4.: faveuradle

y Induatzial Fire
5 the higheat

one glance
n this class over the
prognosis abauzd.

e quastion arises for
protagonists in the
hmpanies, insurance

pelicy holders

hege changes, that is»
the challeénge of Eurcpe

Ara the i{nsurers, brokers ltinnq within their hone

markets, or are they moving
which markets are the instig
which marksts form thaeir tar
How do they g0 abour it, via
¢ffice or via gsrvices, do ¢
insurance company or do Thay

4nto feorelgn ones?
tors of this activity,
jatu?

& locally established
ey buy & foreign

#9t up their oun?




Itv i3 unreslistic to assume Thi

tha intersal market all insurs
office in the EC become Surope
wvide opsratiens, Naitkher will
company from outside the BC peo
Europsan nn:hgt to take it sh
benefits.

Azoording to a suzrvey by the |1
the University of Célogne, th
companice will confine thelr @
home nmarket, wven given a leg
mazket.

Plecesc do net ger tha wrong Lt
neze Zmaiply of smuller insura
small markest share which are
buainess =nd which have naith
how nex the requisite financi
internationulisaticn &f their

t with the onset of
jce companies with an
0 Lineurers wich EC-
overy insurance

¢r into zhe aingle
?ra of ita ipagined

heurance Institute of
najority of insurance
tivitice to their

ly defined internal

w8 are talking

&an i

c& compAnies with a
hera geared to regional
jr the necessary Anow-

1 reascurges for the
businass activities.

Argumentum ¢ SdALraric: tha Linozity ef insurance

ccmpanies which aspirea to BC
congiscy of large companies,

wide acuivities

thian ara predominently

already active today intcrnatfionally.

At the Gerling-Kentern, we
through the narrow confines ¢
rainsurunce businass in the
officaa abrocsd. Howaver, wa
represdntad in tag field of

business since the and of Ch
branches in every industriel
oxTant 15%0/92 1s alzcady hi

country.
jeory for ua.

already brokxen

¥ the home market in
id~-fifties and sat up
have also been
;ndu:trill dizect

sixties with our own
T¢ that



However, growrh is noc omly a
but =mbove all of quality. It
logical that we srarted in th
for ways of ofZering tha indu
comprehsnsive sarvice extendir
insurance covey and gonmisting

naasuras,

early days to look
rial clients 2
reyond pimple

of auxiliary

Racegnising that iandustrial cimpanies had neither
the staff noz the ocrganisaticjal structure to
scquire puificlent Rnow-liow f£hr their own risk
control and 5o remain up~to-djte, we Dagan 20 years
450 settlpng up Consulting Insfitytes with
spacialists in all solentific disciplines. 3ince
1987 our clients have bean sepved centrally Dy the
Corling-Insirur fur Risikobexptung, XROWNR as GRIRS.
Qur middla=tezm goal is, howaejyer, to 6T up
conaulting compenics in every! industrial country, ko
snablé us £o offer the client] indspandent risk
gensultancy on the spot.

I have touched on this point |in my paper because I
fcal it is Important when adiressing the subiect in
question.

The orthodox but proven veniples with which {nsurers
are also avle To meet the chpllenge of 1990/92 are,
of course, equally laportantiin the future namely -
ip short ~ adequate capitelipation, underwriting
capacity, security, liguidity, financial acability
and service.

where sscurity is needed, tlfe ingures nmust 24 on the
spot and with innovative ids«as and expart backing,
survey riske, reauce them, t(vercome tham, help to
Aved{d and control cham. This is mcze than insuring,
it ls problem-selving, on wijioh these Will be =ven
merd dopendance in the futule.



All strategies concerning the

herd to put intd effecc and ma
B
i Teml, be pald bere €.
Besides zhe mother tongue, wor
legst two other languages is n

without well~trulned staff,
shculdg,

recently been confirmad by &
housd who have loncluded this

i will, however, be
eventually fail,
rticulay attantion
forscign languages.
ing knowledge of at

jceasary, aa had
irge Belgian bzoking

quiremant in thair

i

1iat of pre-requisites for naw| recruits.

he tendancy towards interna®
intensifying world-widas,
invalving ridiculous prices »
day, aa happened in FPrancs ==
bs seen in connection with a

vantage poinct at the start ot
1330/92.

Which when are the markets in
and which narkete form zheir
Burveys show tle moat astract
The average growth rare of Ll
of 32% a year butween 1982 ar
intersst of foraign insurers,
the list of takaovers of Spar
companiee. Thua,
Americana, ths CA Da Sequros
Servantss have changed hands

for wvamnls

Thie rapic development is du
the compararively low densit
internacticnal terms, rising

;

ipnalisation is

Hoatfile takeover Didas

the order of tle
dantly., All this must
sire te improve cne’'s
the i{nternal market in

1

tigating this activity

Largeta?

lve markat to be Spain.

fe Assurance business

H 1586 hae roused the
There is no end to

sh insurance

» tha Union 1bero

Bilbao and the

) in large maasure to
t of insurance ia
lnoome oombingd with a

righer lasvel of savings, ail
doglining eonfidence 1n the

lng pensior schemes and

ate’s socidl systea.

BanX margers roo play an imphrtant oert ~ the

largeat Spanish insurance o¢
b'f banka.

aniss are controlled
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In second place is Xtaly, whery preaium income

Almost doubled in tde last 2i
alone Life Assurance premiums
Here too the resscns lle in a
0¥ insurance, poor penaiocno pla
welfare benafica,

Ferhaps suprising is that Frap
This {8 explainad nct leas: by
the natiocnalised inaurance ind

years., Ia 1987
cxa By at loaat 40%.
relatively low density
ja and dubioug state

tn 18 in third place.
the zeorganisation of
stry and by the

proposed liberalisation of it3| wupexvisery law.
¥hat ia noteworthy too Lis that| Freach ingurance

' companies have, up to now; cor

onf thelir hume market. It ig ¢
muke up for lest time abzroad !
however COncrete steps Ara an:

Places four, Iive and sight a:
highly-developed insurance =a
D.X, and Helland, which are v
of growth potantial than for
profitability. Interestingly
producing the most activity w
intoznal market. Better oppc
developuent asbroad coabined w

entrated extansively
rue that the need to
43 been racognised.

Yy taken in rors oases.

¢ ocoupled by tha
tht- Hasc Germany, the
pluad less on asosunt
Lheir higek

these markets ars

ith regarxd to the
gtuniciss for

ith a firm grip an

financial rescurces are deoin#vo factors in this,

In contrast, the protagonist:

in the undcr~developed

ingurance markecs semain lnrqciy domestically

erientsd.

The middle ground e peouuple
gountries, Egortugal and (rea

by the threshold
- Number nine is

Sylrzerisnd, a non-mamber copntry, &nd fusthar deown

the list come Turkey, Balgiu
Irsland end Dpomark.

¢ Auatria, Lumembourg,



Irelana and Lusambourg are wal|-known for their
giourighing captive markets, &/phencmonen which, to
the detriment o other countrijs, Ras arisen oa
account of the introduction ofitax incentives in
general, particularly when setiing up technical
LOSQTVeR.

Once the terget marxet nas bewp choaen, the gquaation
romaing as t& what foram the buainssa ashould take: a
100811y sstablished office or pross-border services?
To buy or to found a rew ocompsny?

Concerniag a lecal office: he:m tha insurer
maintains Busirssn prumiaas atfroad whera riaxs are
underwricten and a portfolic «f iasurance built up.
The office can take tre fozm ¢ & branch with no
indepencancs in law, or u legdlly indapendent

eubsidiary company.

It is true that an office is jomparatively
sxpeneive, however thig 1la cojpensated for oy the
*hold" on the c¢lients., The Ijsurer with a local
presance 1s best informed abojt the ZArXeT and the
conaumer, L8 adls to sdapt to(national and local
market practices, as well us pvercome linguistic and
oultural obstacles,

Oncea the inmurer has decided Eo step up his
activities abroad by establisping a zegistered
office, the questiocn is then Lhothe: this ehould
take thu form of & legally dcpandent branch or &
légally independent subsidiaify.
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A definite trend 18 esmezging L
wne legally indapsndent subsidlary.
i8gally dependent branche# haw

cenverted. A decisive facter
¢corments Dy those concerned -
ranch always bears tho atigra
fuvreign, Howevary, tihe suparvi
EC countries nRave also rucentl
$reZer & Legally indepdent o

the market towards
Numeroua

} alrmady been

s that Adcording to

) legally despendant

2¢ »aing lnZerier and
pory bodies in various
declored that they
idary to a branch,

and indeed thay are even 2pplyfing pressurs in this

direction, Certainly a legall
subaidiary is more cost inTtant
requires its own capitaliasatic

How then does cne acquire the
branch? Doesz cne opan up the
purchaaing an existing compan
sne of cne’'s cuEnt

The anzateey ol RuIChAse lead

suoceas. A share in the mark{
foll swoop. This strategy isa

independent
iva and, of course,
e

sald subaidiary or
foreign market by
¢r by forming a aew

quickly to izsgined
t is achieved in one
therefore particularly

suitable 22y entzy into dnvnlk
tigh density ot insurance. n?
aifficult to odrain a market p

steanm.

The decision to buy causes cch
demands on the company; this
increasus (n share capital ir

the zearch £or a szuitable an¢

ped markats with a
ca it is very
here uader one’s own

siderable financial
Aplains Lhe nunerduy
recent times. Baslides
reassnably priced

company to purchase, thers &l
Lo overcome as wull, TFor ex:

often legal hurdies
le, there ig the new

Finnish Law on Control by Folleign Capital, which
limics the shere ownership o foreigners in

ingurance oempanies to 40% al
to 20%,

d their votiag rights
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On the othar hand, if one wexe Lo opt for the
Eormation Strategy, the investienc ia apread over »
longer period, This way is paiticularly suitadle
for entry invo under-daveloped ibut growing insurance
asrkets whare 2 position in th) mazket can be buile
up with leas opposition. ’

Internaticnal wxperien¢e ahowsy the strategy of
purchase far outweighs the forpation statagy, which
is expressed in the, in ay opipion, panic-like
activity of soma mRarxet partic

A further altasrnanive is

Hars the insurer undezwrites t risk in his native

ceuntry and providas insurance
abroad, lhis is schieved eit!
¢ilient approacting the insurey
or by the insurss engaging in!
Busineas through freedom of
invelves lower cosws, althoug
80XC ¢f pusineas materialises
fula thase will only be indus
with professionzl)l clients axp
insurance buginess, so-called
the othar hand, private lines
xmall seqgments,

cover for tha ¢lient
er by the foreign

en his own intciative,
srmediaries ahrosd,
rvices carvainly

b it must be assked wRatr
in this way. Rs a
trial riaks, that ie,
*riancod in the
"Yollkautlsute", oOn
business is linmited to

The Engliish payling *All business ls

local” is a ritving daseripclpn of this problem,

The iasurance xzarker iz, at )
1inas bualness is concerned,
4 buyar’s market.

Tima and again it is heazd &
prokers mra the true winners
market. Lively activity, ab
breker gscene, ma shown by th
with Stewart Wrightson and o
Profassicaals Ltd. with Fuszk
oté. support this thesis. W
spectrum of products in tks

)
4

st ingofar as privata
seller's market, not

id that insurance
in the #ingle EBuropean

jve zll cn tha English

merger of Willis Faber
Minet Intsrnariocnal
Intercational GMBH,

Ltheout doubt, the
internal market is
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pesembng brondar and rharafore
internacionally eriented broke
damands of the plient for advi

necessarily slways the case,

Intersatingly, ths current pot
varies greatly frem countyy te¢| country.

pore toaplex. The
P can neet the Righex
be, but that is not

ition of brokers
The

proportion of industrial riasky plaged by brokers ia
Garmany of approximately 25% «oes not comparm with
the internaticnal narkets of (the U.8.A., U.XK.,

Frence and Balgium, There th
ever 50%, 2t Uimes aven cicee
Tols ls the background behind
the Interrnatiooal broxers’ ar

The davelopment of cha market
£followat

Insurers pursuing private lic
prefor to set up an office ir

i

proportion is well
ing 80%,

the saying "Gurmany,
an" .

can be summad up &8

s businaas sbroad
tha relevant ¢ountry.

In ¢ontrast to thias, ascme mnxkcc participanca,

nemaly brokera, are obviously
in indugtrial business throw
Bervices. Bur Bven huare the
penetratiocn raguires local p:
markets cannst be conquered
brokex.

In eéoncluwion, ! would sumna
points:

aRpecting good zesults
n crasa=border

gam¢ applieoc: aarket
esonce. Foreiom

Qlely via the insurance

bise the following five

Firstly : Tha eingle Europe
opportunitsy and a
players.

Segondly: The large insurez

internationalisat
companies rempin

A

natlonally eriented.

market i8 both an
challengs for all

Arc LATANSLIYANg Saeir
on, the gmallar




Thirdly :

Forthly 1

rifthly :

= 12 »

|
i

The attraction of ay insurance market ia

determined by its &
and its growth pote
activa countries in
markst arc thosa wi
markat (Wesr Cerman

tend 6 e aiming ab

jzzent profitability
itial. 7he most

the single Eurcpesan
A 4 mature lnsurance
¥, U.X., Holland) who
the under-dsveloped

surkeats with future|potential (&pain,

Itely).

with private lines pusinesa the
preference 18 for al local branch

office and, increasfingly, a2 legally
independant subsidipry. TFor entry inte

aLuiy lisuioiius wehheDos puresanses of an
uxisting company it the most auitable
natkod, with less chvelopad markets
ESTTing up & new chplny cneself is to be
rgciommendad.

With Industrial anc| coemmercial business,
insuzrance brokers :p particular expsct
success from crou-;En:d.nr sexvices.

But here too the sdme applies: mazket
penstracion is onl: achieved by local
presence.

Viswed as u whole: tha "Jeux jans onntii?on“ will

becoma axciting, and as with

411 games thazre will be

winners and losers - but you {on’c nead ne to tell

you that.






