WNhatrepercussionswill EEC membership have for Spain’s domestic
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

Beyond all the legal modifications
necessary for Spain’s adaptation to the
EEC, it must asked to what degree the
domestic insurance industry is going to
see itself affected by stronger com-
petition or increased penetration of
European businesses. In reality, “free-
dom of establishment™ already exists in
Spain. The creation of branch offices
and agencies by foreign companies has
always been possible. The large
European insurers are operating in
Spain, and there are no substantial
changes foreseeable in their operations
due to the new situation. Moreover—
excent for a few instances-—although
Turopean 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 levels

Future penetration levels will depend
on three basic factors. First is the
decentralisation of aperations bringing
decision-making closer to the insured in
all major population centres. Second is
the putting down of local roots as a
consequence of the above. Third is the
ability to utilise the duata-processing
involved in operating such a policy.
Nane of these factors will undergo any
substantial change due to the fact that
Spain is jomning the EEC

The “freedom to render services”
that to a certain extent looms before us
as the big problem, and which is pro-
ducing conflict within the EEC iiself,
should affect Spain to quite a lesser
degree than has been predicted. It will
increase competition in the insuring of
major industrial risks, but that is
already happening. As an ¢xample, the
fargest fire disaster in Spanish history,
which took place in the Jerez wine
cellirs in 1983, had no effect on Spanish
msurance firms. since o owas mainly

In the long run

covered by foreign concerns—the sole
Spanish company involved had totally
reinsured jts part in the London
market.

The same thing has happened, almost
without exception, in the major
disasters of the past three years,
indicating that this situation will

scarcely change upon entry into the
Community. From another standpoint,
ashift inlife insurance toothet countries
or foreign companies couid take place
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in the futare, but I am of the opinion
that this will happen only in a few cases
involving very wealthy people, and its
repercussions will be insignificant for
Spanish life insurance as a whole.

On the other hand, it is predictable
that in the coming years other im-
portant changes in the market will take
place—an increase in acquisitions of
Spanish companies by foreign ones,
more domestic mergers, and greater
stress on cost reduction. This latter is in
the light of the necessity to compete







