
dhat  repercussions wiII EEC membership havefor ~ ~ a i n ' s d o m e s t i c  
insurance industry? Ignacio Hernando De Larramendi, chairman of 

Mapfre Corporation, foresees few immediate changes, but the 
market structure and its legal framework are bound to be affected 

in the long run 
Beyond al1 the legal modifications covered by foreign concerns-the sole in the future, but 1 am of the opinion 
necessary for Spain's adaptation to the Spanish company involved had totally that this will happen only in a few cases 
EEC, it must asked to what degree the rejnsured its part in the London involving very wealthy people, and its 
domestic insurance industry is going to market. repercussions will be insignificant for 
see itself affected by stronger com- The same thing has happened, almost Spanish life insurance as a whole. 
petition or increased penetration of without exception, in the major On the other hand, it is predictable 
European businesses. In reality, "free- disasters of the past three years, that in the coming years other irn- 
dom of establishment" already exists in indicating that this situation will portant changes in tbe market will take 
Spain. The creation of branch offices scarcely change upon entry into the p l a c t a n  increase in acquisitions of 
and agencies by foreign companies has Community. From another standpoint, Spanish companies by foreign ones, 
always been possible. The large ashiftinlifeinsurance toothercountnes more domestic mergers, and greater 
European insurers are operating in or foreign cornpanies could take place stress on cost reduction. This latter is in 
Spain, and there are no substantial Wiii Spanirh inairanca bloom in mi  EECT the lieht of the necessitv to comoete 
changes foreseeable in their operations 
due to the new situation. Moreover- 
except for a few instantes-although 
:uropean companies may in the future 
pay closer attention to their activities 
here, it will be difficult for them to 
increase their penetration. This has, no 
doubt, decreased in recent years, while 
that of the leading local insurers has 
seen an upswing. 

Penetration Ievels 

Future penetration levels will depend 
on three basic factors. First is t!is 
decentralisation of operations bringi:ig 
decision-making closer ro the insured in 
al1 major population centres. Second is 
the putting down of 1oc;ll rool, as ;i 
conhequence of rhe abobe. Third is ths 
ability [o utilise the diita-processing 
involved in operatiilg such a poliiy. 
N~!:ie of these factors will undergo AII) 

substantial change due to the t ~ c t  that 
Spain is joining the EE(". 

The "freedom to render services" 
that t o a  sertain extent looms before us 
as the big problem. and which is pro- 
ducing conflicr within the EEC itself, 
should affect Spain to quite a lesscr 
degree than has been predicted. It will 
incrcase competition in the insuring of 
majar industrial risks. but that is 
;ilrc:idy happciiing. 4 s  an e\:irnplc. the 
Iargcst tire dis:istcr in Splinihh hisro:~.  
uhich t o o k  p1;i.e in thc Jrrcx uiiie 
ccll.~rs in 1981. h.id no effect on Spanish 
insur:inzc liriri\. I I~L . :  it wns ~noinly 
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Periinps ii .., ;ilso worih abking. f 
ciirr) iriro ilic iiEC is going to incr.-a-: 
tlie preseiicc ( t i '  Spanish insurers in tn= 
rcst of Europc. This seems unlikei!.. 
bu1 it is possible that there will be an 
increase in technical wopesation 
agreements. And there is bound to & 
some "political" exchange of reinsnr- 
ance with European companies im- 
parting-at an extremely slow pac- 
greater harmony al1 round. 

Nor can it be expected that cnhy uilt 
produce spectacular changes m e- 
surance activity, which is complrefy 
liberalised in our country, whereby one 
can freely accept and transfer riskswith 
every country in the world-though 
there are difficulties that we must owr- 
come in the transfer of funds. Changes 
in this area will be due to other reasons 
especially to the necessary resvucnuing 
of worldwide reinsurance as a conse- 
quence of its heavy losses and of the 
dubious practices that have appeared 
during recent years. Quite to thc c m -  
trary, it is widely believed that Spanish 
reinsurance will become more mi- 
portant in Latin Amena ,  and that 
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. irced t i>  incorporatc Lile tcrnih <,f ~ l i i ,  
Directike into its interna1 legislation. 
though basing total application on the 
tlme periods for adaptation granted to 
Greece by the Directive. 

The Directive of 10 December 1984, 
was subsequently issued, which modi- 
6es Directive 731239 in that it considers 
the "tourist assistance" branch to be 
one that is different and independent, 
thus requiring a margin of solvency and 
a guarantee fund for those companies 
involved in this area. This insurance is 
defined as an "agreement, by means of 
advance payment of a premium, to 
come to the immediate aid, in kind, or 
in natura, of the beneficiary of an 
assistance contract who finds himself in 
difficulties as a consequence of an un- 
foreseeable act." 

In principle, incorporation into the 
EEC should not present Spanish in- 
surance with serious problems from the 
legislative standpoint inasmuch as it has 
been adapting to Community 
ñnancial requirements in the area of 
solvency margins and guarantee funds 
since 1979; thus the Private Insurance 

there will be a growing numkrof  w- Pianning Law of 2 August 1984 em- 
ments with companies in that con~nent .  bodies the terms of Directives 731239 
The have verv s~ecial  oroblems which and 791267. 
~ k n i a r d s  can inderstand b e n a  than 
many other people. 

Going on to the legal modiht ions ,  
negotiations between the EEC and 
Spain in matters pertaining to t3.1~ m- 
surance sector were largely wmpleted 
in 1982. On 22 March of that y a r ,  
Spain agreed to accept application of 
the entire Community package (mquis 
ron~niirnu~rtuirc~) beginning on the daie 
of entry. with [he exception of a as ?car 
transition prriod ior a p p i y ~ ~ D ~ ~ c ~ v e  
78,473 regarding intemauosal coin- 
surance. 

There were further neg3~lations in 

~onetheless ,  mernbership will em- 
phasise the need for a number of 
adjustments or modifications in the 
legal framework of our insurance. 

For example. there apparently exists 
no special problem in the rigltt o/ 
establishnlenr, since the new Private 
Insurance Planning Law foresees the 
possibility of adapting current guide- 
lines to the terms of treaties signed by 
Spain, which involvcs an implicit 
reference to EEC nicmbership. 

Another i.xaiiipie ivill be the rourist 
assistance hr;irich meiirioned cürlier. 
which will req~iire ü Spaiiish regulation 
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iiic buboi-di;iciiii>ii ,,t : pre- 
paratory or coniplenieiitiir! !o rliose of 
insurance." while Articlc 3 of the 
Regulations Project, currenlly being 
ruIed on by the Council of State, refers 
to this subordination, "in regard to 
repercussions that such activities may 
have on the finances of the insurance 
company undertaking them." 

Freedom to render services 

The impact of membership could,be 
greater conceming the freedom to 
render services. This will be par- 
ticularly true should the Court of 
Justice in Luxernbourg ratify the 
doctrine stating that once the start-up 
period has ended for the programme 
dealing with the freedom to render 
sewices, such freedom will be demand- 
able in any EEC country-with or with- 
out a Directive-that implemented this 
programme, since Articles 59 and 60 of 
the Treaty of Rome are considered to 
be directly applicable. 

Taking the case of Community co- 
insurance, for example where the 30 
May 1985 Directive has been accepted 
by Spain, a six year transition penod 
for its full application has been 
obtained. The first three are without 
coverage, and the remaining three are 
to be applied in stages, with a regressive 
percentage for risks located within 
Spanish territory being reserved for in- 
surers establisbed in Spain-75% in the 
fourth year; 40% in the fifth, and 20:L in 
the sixth. The practica1 problem posed 
by the application of this Directive is 
the possibility that major industrial 
risks will be insured from abroad, 
without the need for the leader to be 
established in our country. 

However, the interpretation of the 
Directive is far from uniform. I'rance 
and Denmark have set quantitative 
lirnits in order to determine which risks 
are to be covered by international co- 
insurance. West Germany and lreland 
have stated tbeir interpretation that the 
leader must be established in the risk 
country. The Commission has brought 
this question before the Luxembourg 
court so that a definitive decision may be 
handed down. 

Space does not allow the question 
of automobile insurance and the future 
role of the state-run Insurance Com- 
pensation Consortiurn to be dealt with 
here. but ir is certainly an issue worthy 
of coverage ü t  3 later date as the process 
of da? to da!. integration gets in 
rnotion. It u,ill be. in conclurion. a 
fascinatinc rime liir borli tlie Spünish 
and the EEC niorkets. .ind n spirit of 
cooprratiuii c ü n  be expcctcd. 


