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Dear friends, 

1. In very broad terms, the main elements of the insurance market are: 
primary insurers or risk-takers, intermediaries and reinsurers. 
There are, furthermore, others with interna1 irnportance: specializ- 
ed lawyers, actuaries, economists, risk managers and adjusters, who 
work within their recoynised fields of specialization, in co-ordin- 
ation with persons from one of the three main areas given above. 

There is, however, an important division amongst the risk-takers, 
whom 1 am representing here alongside my colleayues on the panel, 
who represent reinsurers and intermediaries. On the one hand are 
the pure risk-ta~ers, (if you will excuse the expression), mainly 
Lloyds'and the new Anerican Exchanges, and on the other, the yen- 
eral risk-takers, who, apart from bearing risks, organise product- 
ion and payment for losses. And even within these two categories, a 
further distinction can be made between institutional insurers, the 
"giants", at least in their own domestic markets, with a hiyh 
degree of stability and general leadersnip which entails social 
responsibility, and the limited insurers who eit'ner only service 
one technical or geographical area, or who are just starting up, or 
who are small in size, which does not necessarily mear] low in 
solvency. Of course,there is yet another category too: the multi- 
national insurers with affiliates and delegations in many markets. 
They are normally market leaders fn their oriyinal market and are 
very predominanatly national insurers. 

If the figure of the primary risks-taker takes many forms, so too 
does that of tiie intermediary. This term covers a range from the 
small local captive intermediary to the international broker with 
hiyhly sopnisticated teciinical services. And the term "reinsurer" 
rariyes from those who merely take ori a small share o£ risks to the 
worldwide reinsurer whose functions are equivalent to those of a 
larye Merchant Bank. 

- tiut even after al1 these qualificarions, and at the risk of seemiriy 
rime to my colleagues, 1 would go so far as to say that the primary 
ris~-taker is the mainstay of our profession, a real "prime contr- 
actor" who uses intermediaries and reinsurers to achieve his ends, 
but who bears the final responsibility towards the client for the 
entire cost of handling their business. 

My own position within this scenario, is that of an "institutional 
insurer", a leader in our domestic market. This may well affect my 
point of view and it seems only fair to warn you of this. But in 
al1 countries it is probably conipanies like mine in each country 
which have to bear the responsibility for strateyic answers of 
yreat importance riot only for the irisurarice imrket itself, but also 
for society as a whole. 



: jcsern s0cier.y i-: tiie outcur:ie oi s c A ; i i r i r i c  arir :.!?c:inoloijical 
aavances i r 1  a f r s e  world,  and new i n u l v i u u a l  ana c o l i e c t i v e  risks 
are c o n s t a a t l y  a r i s l n g  w i ~ h i n  it, f o r  c r a u e ,  i n u u s r r y  ana p u b l i c  
boa i e s .  Lack of p r o t e c t i o n  from sucn r i s k s  would aemaqe t h e  
d e l i c a t e  i n t e r n a 1  s o c i a l  equ i l i b r iu id  and t h e  deyree  of i n a i v i d u a l  
l i ~ e r t y  t o  which we have grown accustomed. Consequently,  i f  we 
r i s k - t a k e r s  want t o  b u i l a  a  dyke a g a i n s t  t h e  growing, p o t e n t i a l l y  
" d e s t r u c t i v e "  p r e s s u r e s  which t h r e a t e n  t n e  s o c i e t y ' s  w e l f a r e  and 
s t a b i l i t y ,  we must o f f e r  a  f l e x i b l e  answer,  s u i t e d  t o  new s i t u a t -  
i o n s  th rougnout  t h e  world and t o  t h a  s p e c i f i c  forms they  t a k e  i n  
each  count ry  . 

2 .  Most people  seem t o  expec t  t h e s e  s t r a t e g i c  answers t o  be complic- 
a t e d  and e n t a i l  t h e  a p p l i c a t i o n  o£ s o p h i s t i c a t e d  management techn- 
i y u e s ,  o r i g i n a l  marketing formulae and systems which can only be  
worked e f f i c i e n t l y  by b r i g h t  young e x e c u t i v e s  w i th  masters  deg rees  
from p r e s t i g i o u s  Bus iness  Schools  whose s t a r t i n g  s a l a r i e s  a r e  
beyond t h e  w i l d e s t  dreams of t h e  s imple  " c l e r k s "  of t h e  o l d  quard.  
However, 1 beg t o  d i f f e r .  Our answers,  i f  t h e y  a r e  t o  be e f f i c i e n t ,  
should  be  s imple .  They should be  based on common sense ,  even though 
tney  w i l l ,  o£ cou r se ,  t a k e  advantage of t h e  l a s t e s t  computer techn- 
i q u e s  whlsh a r e  becoming i n c r e a s i n g l y  a c c e s s i b l e  t o  each and eve ry  
one of us .  

Tne  " s t r a t e y i c  answers" which should be o f f e r e d  by insurance  a r e :  
p roduc t  s i m p l i c i t y ,  minimum bureaucracy ,  and r u t h l e s s  e l i m i n a t i o n  
of unnecessary c o s t s ,  such t h a t  we can o f f e r  our  c l i e n t s  " q u a l i t y  
goods a t  b a r g a i n  p r i c e s "  w i th  e f f i c i e n t ,  reasonably-pr iced s e r v i c e .  
T h i s ,  however, s imple  a s  it may appear ,  is  something which is  a l 1  
t o o  o f t e n  f o r g o t t e n ,  a l t hougn  companies can be found i n  most 
c o u n t r i e s  who do indeed bea r  it i n  mind and, a s  a r e s u l t ,  grow i n  
i n s t i t u t i o n a l  power u n t i l  t h e y  f o r c e  o t h e r s  to  fo l low t h e i r  example 
and t h u s  i n f l u e n c e  t h e  " o v e r a l l  market  q u a l i t y "  and i t s  cons t an t  
a d a p t a t i o n  t o  new needs .  

1 expec t  t h a t  you a r e  w a i t i n g  f o r  me t o  say  something more than  
t h i s ,  a l t hough  what 1 have j u s t  s a i d  could  e a s i l y  conclude my con- 
t r i b u t i o n  today ,  summing up, a s  it does ,  t h e  outcome o£ yea r s  of 
expe r i ence  i r 1  t h e  p r o f e s s i o n .  1 have been involved i n  t h e  c r e a t i o n  
of a  compdny whose succes s  i s  based on always having followed t h e s e  
c r i t e r i a ,  cha l l eng inq  t h e  myths of "p roces ses"  and " t h e o r i e s " ,  
e l i m i n a t i n g  t h e  f a s h i o n a b l e  market ing and p lanning  depar tments ,  bu t  
r a t h e r ,  c o n c e n t r a t i n g  on human be ings ,  on every  man o r  woman work- 
i ng  i n  t h e  company, whatever t h e i r  p o s i t i o n .  

But s o  t h a t  you do n o t  accuse  me of exces s ive  b r e v i t y ,  1 s h a l l  s o  
on t o  make sorrie f u r t h e r  comments. F i r s t ,  though,  1 should  s t a t e  
why, i n  my op in ion ,  r i s k - t a k e r s  need answers:  "So t h a t  our  company 
keeps  a b r e a s t  o r  makes p r o g r e s s ;  s o  t h a t  o u r  o v e r a l l  market suppl-  
i es  s a t i s f a c t o r y  s e r v i c e s  t o  meet p u b l i c  demand i n  f r e e  compet i t ion  
wi th  o t n e r  a l t e r n a t i v e s ;  and s o  t h a t  o u r  "a rea  oE i n s t i t u t i o n a l  
i n f l u e n c e "  r eaches  f u r t n e r  i n t o  a s p e c t s  whicn a r e  no t  s t r i c t l y  
r e l a t e d  t o  i n su rance ,  us ing  our  means and p o s s i b i l i t i e s ,  b u t  with- 
o u t  c o e r c i o n .  



2 .  iiie r i sk - t a i ce r s '  1 .  i o r  iiiie ; , ture a r e  ( a s  they  should always 
ridve been) t n e  fo l lowiny :  

a )  To reduce  b u s i n e s s  hand l ing  c o s t s ,  e l i m i n a t i n g  t h e  urinecessary 
expenses ,  o t t e n  a n a c n r o n i s t i c ,  which make o u r  premiums more 
expensive.  To t n i s  end, we need t h e  fo l lowinq ,  which, however 
obvious ,  i s  o f t e n  ignored :  

- To s i n p l i f y  o p e r a t i o n s ,  rnakinq them c l e a r  and unders tandable  
t o  t h e  p u b l i c  and easy  f o r  our  own pe r sonne l  t o  hand le .  This  
e n t a i l s  g e t t i n q  r i d  of  "gadqets"  which compl ica te  t h e  b a s i c  
p roduc t  o r  s e r v i c e ,  and g i v e  no more t h a n  an appearance of 
g r e a t e r  appea l  o r  of being d i f f e r e n t  from t h e  r e s t .  

- To f i g h t  bureaucracy  and e l i i n ina t e  d u p l i c a t i o n  i n  o p e r a t i o n a l  
p r o c e s s e s  whose c o s t  is n o t  on ly  unnecessary,  b u t  a l s o  
i n c r e a s e  t h e  c o s t  of  o t h e r  p roces ses .  Larqe r i s k - t a k e r s  have 
an  i n e v i t a o l e  tendency t o  b u r e a u c r a t i z a t i o n  which o f t e n  l e a d s  
t o  t h e  maintenance and even t h e  qrowth o£ u s e l e s s ,  o b s o l e t e  
p r a c t i c e s .  This  b u r e a u c r a t i z a t i o n ,  which b r i n q s  up  c o s t s  and 
b r i n g s  down o p e r a t i n g  f l e x i b i l i t y ,  outweiqhs any advantages  o f  
s c a l r  and 1s a n e g a t l v e  f a c t o r  i n  t h e  "aqe of d e c e n t r a l i z a t -  
i o n " ,  the i n e v i t a b l e  consequence of computer iza t ion ,  i n  whlch 
t h e  accumulated e r r o r s  of  y e a r s  of bureaucracy a r e  m e r c i l e s s l y  
exposed t o  t h e  l i g h t .  

Th i s  i s  t h e  s i t u a t i o n  f a c i n g  nea r ly  a l 1  r i s k - t a k e r s  workiny on 
a  worldwide l e v e l ,  and 1 suppose t h a t  it a l s o  a f f e c t s  t h o s e  of 
s m a l l e r  s c a l e  i n  t n e i r  domestic market ,  l e s s  n o t i c e a b l y  
pe rhaps ,  b u t  of  e q u a l  importance to  them. 

- To o v e r s e e  t h e  d i s t r i b u t i o n  p roces ses  and t h e i r  c o s t s ,  which 
a r e  u s u a l l y  h i q h e r ,  sometimes rnuch h i g h e r  t han  t h e  r e s t  of t h e  
hand l ing  c o s t s  and where t k r e  a r e ,  consequent ly ,  g r e a t e r  
chances  f o r  e f f i c i e n c y .  This  is t h e  u n f i n i s h e a  " g l o r i o u s  rev- 
o l u t i o n "  of worldwide in su rance ,  which has been on t h e  march 
f o r  t h i r t y  y e a r s ,  e v e r  s i n c e  independent r i sK- t ake r s  appeared 
i n  t h e  Uni ted S t a t e s  and t h e  "wi ld"  Mutual Companies i n  
France .  Both o f  t h e s e  s tood  f o r  d i s t r i b u t i o n  s i r n p l i f i c a t i o n  
and c o s t  r e d u c t i o n ,  anü exe r t ed  q r e a t  in f luer ice  over t h e  
s t r u c t u r e  of t h e i r  r e s p e c t i v e  rnarkets. 1 had t h e  chance of 
knowinq them almost  frorn t h e  s t a r t  o£ t h i s  p roces s  i n  t h e  
Uni ted  S t a t e s ,  and w i l l  n o t  t r y  t o  deny t h a t  t h i s  has  a f f e c t e d  
my b u s i n e s s  s t r a t e q y ,  s i n c e  1 have been aiming a t  somethiny 
s i m i l a r  e v e r  s i n c e .  

b) D e c e n t r a l i z a t i o n ,  wnich, i n  o rae r  t o  be e f f e c t i v e ,  i rnplies a  
p a r a l l e l  d e b u r e a u c r a t i z a t i o n  and new d i s t r i b u t i o n  l i n e s ,  and 
which i s ,  i n  i t s e l f ,  an e f f i c i e n t ,  i n d i s p e n s i b l e  t o o l  f o r  low- 
e r i n q  c o s t s .  1 d e f i n e  it a s  a  p roces s  of  " b r i n g i n  cornpany dec- 
is ion-marking a s  c l o s e  a s  it can be t o  t h e  p l a c e  where t h e  
s e r v i c e  i s  be ing  s u p p l i e d ,  e l i m i n a t i n g  d u p l i c a t i o n  i n  admin i s t r -  
a t i o n ,  c o n c e n t r a t i n g  it as  rnuch a s  p o s s i ~ l e  w i t h i n  t h e  u n i t  
i t s e l f  o r  t h e  o p e r a t i n y  wase". Sucn u e c e n t r a l i z a t i o n  w i l l  become 
r a s i e r  i n  t h e  nea r  f u t u r e ,  w i t n  t n e  explos ion  i n  a i s t r i b u t e d  
coniputer tecnnoloijy wnicii w i l l  enau le  companies t o  t a k e  it t o  
a r e a s  t hey  nad never  consideres Eive y e a r s  e a r l i e r ,  a t  a  low 
c o s t .  To this  enu,  tiiose companies wiiicti a r e  a l reai iy  



d e c e r i t r a i ~ z e j  w i l l  be a t  an auvaritü.;e. I icnow u? one insurance  
company wriicii iias been s u c c e s s f u l  by ¿ioiriy q u i t e  tiie o p p o s i t e ,  
a l ~ e i t  i n  a  srnall coun t ry  sucñ a s  Hol land,  bu t  t hey  a r e  t h e  
excep t ion ,  a s  i s  MUTUA MADRILEÑA i n  Spa in ,  whicn i s  a l s o  very  
c e n t r a l i z e d .  

c )  O p e r a t i o n a l  f l e x i b i l i t y  

A l 1  t h e  foregoing  i s  very  p o s i t i v e ,  a s  long a s  it i s  combined 
wi th  t h e  d i sappeardnce  of c o s t l y ,  unecessary c e n t r a l  s e r v i c e s  
and l e a d s  t o  ano the r  i n d i r e c t  advantaye - f l e x i b i l i t y  i n  ope ra t -  
i o n s .  Th i s  f l e x i b i l i t y  should n o t  be c o n s t r a i n e d  by b u r e a u c r a t i c  
p r o c e s s e s  o r  by c e n t r a l i s t i c  t y r a n t s  who p reven t  " g r a s s  r o o t "  
a c t i v i t i e s  which could  be speedy and we l l - su i t ed  t o  t h e  s p e c i a l  
c i rcumstances  i n  each a r e a  o r  i n su rance  type .  It  i s  what s t o p s  a  
g r e a t  r i s k - t a k e r  from becoming a  cumbersonie d inosaur  and manages 
t o  r e a c t  i n  t h e  f a c e  of c o m p e t i t o r s '  imag ina t ive  e f f o r t s ,  even 
where t h e s e  appear  i n s i g n i f i c a n t ,  or i n  t l ie  f a c e  o f  t h e  changing 
needs  f o r  r i s k  cover  ana o t h e r  demarids from t h e  p u b l i c  which we 
should  s e r v e  and n o t  be s e r v e a  ~y  o r  f o r c e  t o  do t h i n g s  s imply 
because it i s  i n  our  i n t e r e s t .  This  q u a l i t y  a lone ,  imp l i e s  a  
l a t e n t  s t r a t e g i c  answer t o  any e v e n t u a l i t y ,  and wi thout  it no 
preconce ived  s t r a t e g y  can be e f f e c t i v e .  

d )  Other a s p e c t .  Apart  from t h e  above p o i n t s ,  which a r e  mutua l ly  
complementary, t h e r e  a r e  o t h e r  s t a t e y i c  g o a l s  f o r  i n su rance ,  
e s p e c i a l l y  t h a t  of  t u r n i n g  in su rance  i n t o  a  s o c i a l l y  p o s i t i v e  
t o o l ,  r a t h e r  t han  t r e a t i n g  it a s  a  ins t rument  f o r  coe rc ion  o r  
f o r  s e c t o r i a l  p r o f i t ,  a s  some would have it. 

Amongst o t h e r s ,  1 would c i t e :  

- Maintenance o f a  h i g h  l e v e l  of  s e c u r i t y  i n  economic compens- 
a t i o n ,  t a k i n g  i n t o  c o n s i d e r a t i o n  t h a t  many of our  commitments 
a r e  long  term and t h a t  t h e  i n s u r e d  always pays i n  advance. The 
p o l i c y  e n t a i l s  " s e c u r i t y  of  loss p e r c e p t i o n " .  I f  it does n o t ,  
it c h e a t s  i t s  p u b l i c ,  and t h i s  does n o t  on ly  a f f e c t  t h e  ind iv-  
i d u a l  i n s u r e r ,  b u t  a l s o  t h e  e n t i r e  market .  

This  is why formulas  should  be  recommended, a l b e i t  w i th  a  
c e r t a i n  degree  of c a u t i o n ,  whicn, even i f  t hey  do no t  el im- 
i n a t e ,  a t  l e a s t  reduce t h i s  r i s k ,  a long  t h e  l i n e s  of L loyd ' s  
Guaranty Fund, s i m i l a r  t u  what s e v e r a l  f i n a n c i a 1  and sav ing  
i n t i t u t i o n s  i n  many c o u n t r i e s  use  wheri t h e  mistaken p o l i c y  of 
a  company t h r e a t e n s  t h e  p u b l i c  good. But not  even t t i i s  i s  
enough where t h e  s u p e r v i s o r y  a u t h o r i t i e s  do not  p rov ide  s u f f -  
i c i e n t  guard f o r  t h e  p u b l i c  o r  where no t  enougn in to rma t ion  i s  
p u b l i c l y  passed on. Even i f  n e i t h e r  of  theSe can p reven t  
f r a u d ,  t h e y  can a t  l e a s t  s t o p  hones t  r i s k - t a k e r s  from t r u s t i n g  
t h a t  t ime  w i l l  wipe o u t  t h e i r  mis takes  such t h a t  they  do no t  
need do  c o r r e c t  them, an  a t t i t u d e  which a t  t imes  can reduce 
t h e i r  c l i e n t s '  wea l th  b i t  by b i t .  

- Maintenance of a h i g h  l e v e l  o f  p roduc t  y u i a l i t y .  Tnis  does n o t  
s imply depena on t h e  l e g a l  terminology being c l e a r  o r  no t  
i n c l u i d i n g  any a i s n o n e s t  t w i s t s  which come out  only  when t h e  
c la im i s  submi t t ed .  I t  depends even more on t n e  r i s k - t a k e r  
o f f e r i n y  h i s  s e r v i c e s  i n  yood f a i t n  and wi tu  a c c e p t a b l e  
g e n e r o s i t y  wnen such good f a i t  e x i s t s .  The p u b l i c  ( e x c e p t ,  



of c o u r s e ,  t h e  s p e c i a l i s t  c í i ea t e r s )  needs t o  f e e l  s a t i s f i e d  
wirh t n e  e f f i c i e n c y  and speed wi tn  wnicn they  r e c e i v e  t h e i r  
indemnity  fo l lowing  a  c la im.  This  could be achieved through an 
ombudsman-type i n s t i t u t i o n ,  t o  which i n d i v i d u a l  i n s u r e d s  could 
t u r n  i n  a  s imple  and n a t u r a l  manner, and which could keep a  
wa tch fu l  eye on t h e  p e t t y  c o r r u p t i o n  which i s  i n e v i t a b l e ,  i n  
very  d e c e n t r a l i z e d  o r g a n i z a t i o n s ,  u s u a l l y  f o r  "pe r sona l  o r  
l o c a l  r ea sons"  q u i t e  beyond t h e  c o n t r o l  of  t h e  i n s u r e r .  But, 
whatever  t h e  c a s e ,  t h e  f i n a l  burden f o r  q u a l i t y  r e s t s  squa re ly  
on the s h o u l d e r s  o f  t h e  insurance  company, who should normally 
have t h e  means t o  keep it h igh .  

- Widening of t h e  ranye of u sua l  covers  t o  complementary se rv-  
i c e s .  Th i s  i s  something t h a t  r i s k - t a k e r s  a r e  a b l e  t o  a r r ange  
wi th  b e t t e r  p r i c i n g  c o n d i t i o n s  than o t h e r  companies o r  i n s t -  
i t u t i o n s ,  because they  a r e  necessary  t o  our  own a c t i v i t y  and 
t h u s  have a  r e l a t i v e l y  low marginal  c o s t .  This  widening o u t  
i n t o  d i f f e r e n t  a r e a s  (which 1 s h a l l  s p e c i f y  l a t e r )  can repres -  
e n t  f requer i t  c o n t d c t  w i th  t ñ e  p u b l i c ,  who the reby  g e t  more 
o p p o r t u n i t i e s  t o  know t h e  insurarice world - who t h e  good 
i n s u r e r s  a r e ,  e t c .  - and a r e  more l i k e l y  t o  t u r n  t o  it. 

Thls  a l s o  h e l p s  us cope wi th  our  " i n s t i t u t i o n a l  r i s k  of comm- 
u n i t y  d i s s a t i s f a c t i o n " ,  t h e  seed of popula r  measures a g a i n s t  
i n s u r a n c e ,  wnich a r e  n a t u r a l l y  of i n c r e a s i n g  importance a s  our  
r e l a t i v e  s i z e  i n c r e a s e s  i n  t h e  o v e r a l l  s i z e  of t h e  c o u n t r y ' s  
socio-economic i n s t i t u t i o n s .  I n  a  f r e e  rnarket, t h e  "complem- 
e n t a r y  s e r v i c e s  p o l i c y '  should not  be  uniform. Some i n s u r e r s  
may p l a c e  much ernphasis on it and be s u c c e s s f u l ,  o t h e r s  may 
p r e f e r  t h e  s a l e  o f  pure  economic coinpensation making t h e i r  
p r o d u c t s  l e s s  expens ive  a s  a  r e s u l t .  I t  w i l l  be  up t o  t h e  
p u b l i c  t o  d e c i d e  which t h e y  p r e f e r  - i n  j u s t  t h e  same way a s  
t hey  do when choosing t h e i r  t e l e v i s i o n  viewing.  There may n o t  
be  any Nie l sen  r e p o r t  on insurance-choosing behaviour ,  b u t  
anybody w i t h  s u f f i c i e n t  in format ion  can s e e  t h e  dominant t r e n d  
a t  any g iven  moment. 

1 would d e f i n e  t h e  fo l lowing  a s  t h e  m o s t  impor tan t  complement- 
a r y  s e r v i c e s :  

- Cons tan t  concern t o  adap t  coveraye t o  new r i s A  s i t u a t i o n s  
and p u b l i c  demand, avo id ing  t n e  t e m p t a t i o n  t o  fo l low t h e  law 
of i n e r t i a  t h a t  a l l ows  o b s o l e t e  cove r s  t o  be mainta ined anü 
p u t s  t h e  dampers on inriovations wnicn u s u a l l y  demand a  lower 
margin of i n t e r m e d i a t i o n  and t h e r e f o r e  of p r o f i t .  Lack of 
i n t e r e s t  i n  i n n o v a t i o n ,  a long  wi tn  b u r e a u c r a t i z a t i o n ,  a r e  
t h e  two main o b s t a c l e s  t o  t n e  p roces s  of  c o n s t a n t  s o c i a l  
a d a p t a t i o n  i n  i n su rance  a c t i v i t y .  The i n s u r e r s  should bea r  
t h e m  i n  mind i f  t hey  want t o  s u r v i v e  i n  t h e  market -espec- 
i a l l y  t h e  i n s t i t u t i o n a l  r i s k - t a k e r s  and marKet l e a d e r s  whose 
advantageous p o s i t i o n  may permi t  them t o  be l e s s  s e n s i t i v e  
t o  t h e  consequences of t h e i r  mis takes  f o r  a  long t ime .  

- Ass i s t ance  i n  p reven t ion  of r i s k  and l o s s e s ,  inc lud iny  l i f e  
u r o l o n u a t i o n ,  i n  many c a s e s  a s  u s e f u l  t o  t h e  insured  a s  
A 2 - 
economic coinperisation. This s e r v i c e  breaks  wi th  t h e  
e r roneous  i d e a  h e l d  by some i n s u r e r s  t n a t  t h i s  is  not  a  
s u i t a b l e  fu r ic t ion  f o r  us anri t r i a t  it even reauces  t h e  prem- 
i u m  l e v e l s  t o  o u r  d i sadvan taye .  



- Cúiii,leiíientary a s s i s t a n c e  i r i  accidenics o r  l i i c iuen t s  occu r r iny  
ro our  i n s u r e d s ,  making our  o r g a n i z a t i o n  a v a i l a b l e  t o  them. 
I n  Motor i n su rance ,  f o r  example, t h e  i n su reds  a r e  g lad  of 
a s s i s t a n c e  a t  t h e  unnerving moment of  t h e  l o s s .  

- Assessment f o r  inves tment  o f  i n d i v i d u a l  s u r p l u s e s  and f i s c a l  
a s p e c t s  r e l a t e d  t o  them, which a r e  complementary t o  L i f e  
i n su rance ,  wi th  i t s  h i g h  l e v e 1  of s p e c i a l i z a t i o n  i k  i n v e s t -  
ment t echn iques  and t h e  t a x a t i o n  a s p e c t s  of  fami ly  f i n a n c e .  

Each one o f  t h e s e  s e r v i c e s ,  and o t h e r  s i m i l a r  p o s s i b i l i t i e s ,  can 
compete w i th  t h o s e  o f f e r e d  by o t h e r  i n s t i t u t i o n s  and c r e a t e  an 
a r e a  o f  compe t i t i ve  f r i c t i o n  t o  t h e  g r e a t e r  b e n e f i t  of t h e  publ- 
i c .  I t  is c l e a r  t h a t  it i s  i n  t h e  i n s u r e r ' s  l e y i t i m a t e  i n t e r e s t  
t o  Dring t h e s e  a r e a s  w i t h i n  t h e  scope of h i s  bus ines s .  

4. Having l a i d  aown our  g o a l s ,  l e t  us now r e f e r  t o  some of t h e  means 
by which t n e y  can be ach ieved:  

* Genuine concern f o r  pe r sonne l .  This  is t h e  b a s i c  p r i n c i p l e  f o r  a 
company o r  a  p r o f e s s i o n ' s  succes s .  Without it, it is imposs ib l e  
t o  a t t a i n  i n t e r n a l  cohes ion ,  a  "company philosophy" which i s  
t r a n s m i t t e d  t o  t h e  c l i e n t s  by h e l p f u l ,  con ten ted  s t a f f .  A team 
s p i r i t  needs t o  be  c r e a t e d ,  which is incompat ible  w i th  formal 
s t i f f n e s s ,  p r i v e l e d g e s  o r  s p e c i a l  pe rks ,  u n l e s s  t h e s e  a r e  i n  t h e  
company's i n t e r e s t  o r  have e s p e c i a l  reasons  f o r  e x i s t i n g .  A s o r t  
of  " i n t i m a t e  democracy" can on ly  come i n t o  being through in formal  
r e l a t i o n s ,  w i th  no r i g i d  r u l e s  an r e g u l a t i o n s .  I f  r u l e s  have t o  
e x i s t ,  t h e y  should n o t  dampen t h e  "company s p i r i t "  amongst people  
working t h e r e .  This  i s  doubly necessary  i n  a  d e c e n t r a l i z e d  system 
where t h e r e  a r e  hundreds o f  independent decision-makers who, 
a l t hoygh  geograph ica l ly  i s o l a t e d ,  a c t  a s  f u l l  r e p r e s e n t a t i v e s  of 
t h e  company t o  i n s u r e d s  and t h i r d  p a r t i e s .  

* I n t e n s i f i c a t i o n  of t h e  n a t i o n a l  c h a r a c t e r .  This  seems t o  me t o  be 
a n  i n t e q r a l  p a r t  of  i n s u r a n c e ,  which can have p o l i t i c a l  s i g n i f i c -  
ance  i f - i t  is used t o  p r o t e c t  a  c o u n t r y ' s  we l f a re  wi thout  r e s o r t -  
i n g  t o  c o e r c i v e  means. I n  my op in ion ,  t h i s  is  t h e  c o n t r i b u t i o n  
which f r e e ,  independent  i n su rance  can make t o  t h e  p r o t e c t i o n  of 
t n e  autonomous c u l t u r e  of a  coun t ry  and i s  a  reason wny in su rance  
i s  capaole  o f  taKing on s o c i a l  importance a s  a  t o o l  f o r  ach iev in-  
i n t e r n a l  equ i l iwr ium and p r o t e c t i o n  a g a i n s t  t h e  i n f l u e n c e  of 
o t n e r  n a t i o n s  o r  c u l t u r e s .  Th i s  cou la  be extremely impor tan t  i f  
t h e  European Common Market con t inues  t o  f l o u r i s h  and Spain  
becomes a  f u l l ,  a c t i v e  member. 

* C a p i l l a r y  l o g i s t i c s .  Th i s  i s  t n e  name which we have given i n  my 
company t o  t h e  network of f u l l ,  d i r e c t  s e r v i c e  which t h e  i n s u r e d  
can a s k  f o r ,  s o  t h a t  t h e  company goes t o  him i n s t e a d  of vice-  
v e r s a .  The l o y i s t i c s  mean t h a t  h e  no longer  has  t o  move t o  g e t  
i n s u r e d ,  and a r e  sornetiiiny which Banks arid Saving Banks have 
ach ieved  i n  many c o u n t r i e s ,  b u t  which i s  p r a c t i c a l l y  non-ex i s t en t  
l n  i n su rance .  



This  " c a p i l l a r i z a t i o n "  w i l l  be necessary  t o  t n e  r i s k - t a k e r s  who 
wjsh t o  ach ieve  a  c e r t a i n  l e v e 1  of  " i n s t i t u t i o n a l i z a t i o n "  i n  a  
market .  I t  w i l l  become even e a s i e r  t o  manage i n  t h e  f u t u r e  
through t h e  use  of new technology,  e s p e c i a l l y  p o r t a b l e  computers. 
I t  a l s o  c o n s t i t u t e s  a  s t r a t e g y  bo th  f o r  adap t ing  t o  f u t u r e  needs 
and f o r  p r o t e c t i n g  "domestic i n s u r e r s "  a g a i n s t  t h e  b i g  mul t i -  
n a t i o n a l s .  

These c a p i l l a r y  l o g i s t i c s  a r e  i n t i n a t e l y  r e l a t e d  t o  t h e  d i s t r i b -  
u t i o n  system and t o  t h e  f u n c t i o n  of t n e  i n t e r m e d i a r i e s  i n  i n su r -  
ance h a n d l i n g ,  s i n c e  some i n s u r e r s  f i n d  it hard t o  reduce c o s t s  
because of t h e i r  o b l i q a t i o n s  t o  i n t e r m e d i a r i e s  who do no t  f e e l  
compelled t o  concerii  themselves w i t h  sucn m a t t e r s ,  a s  i f  t hey  
themselves  were n o t  p a r t  o f  t n e  o v e r a l l  p roces s  of  insurance  
hand l ing .  I n  o t h e r  c a s e s ,  even i f  they wish t o  do s o ,  it is  o f t e n  
d i f f i c u l t  t o  i n t e g r a t e  them i n  a  u n i t e d  commercial and t e c h n i c a l  
f u n c t i o n ,  l i k e  t ha t  demanded by e r f i c i e n t  c a p i l l a r i z a t i o n .  This  
a r e a  i s  p o s s i ~ l y  t h e  most d e l i c a t e  i n  the s t r a t e g i c  answer t o  t h e  
needs f o r  t r a n s f o r m a t i o n  o f  t h e  i n su rance  b u s i n e s s .  A t  t imes t h i s  
t r a n s f o r m a t i o n  may seem more l i k e  a  r e v o l u t i o n  a s  it t r i e s  t o  
c o n f r o n t  t h e  t e c h n o l o g i c a l  and s o c i o l o y i c a l  cha l l enges  of 
tomorrow's s o c i e t y .  

Complete, f r e q u e n t  and c l e a r  i n fo rma t ion ,  b o t h  i n t e r n a l l y  and t o  
t h e  o u t s i d e .  Th i s  pe rmi t s  f u l l ,  g e n e r a l i z e d  knowledge of what i s  
go ing  on a t  any moment and i n  any p a r t  of  t h e  company, and enabl-  
e s  t h i s  t o  be  passed  on i n  an  unders tandable  manner t o  t h e  p u b l i c  
and,  on t h e  p u b l i c ' s  b e h a l f ,  t o  t h e  a u t h o r i t i e s .  A t  t h e  same 
t ime ,  t h i s  a c t s  a s  a u s e f u l  t o o l  t o  d e t e c t  apd c o r r e c t  d e v i a t i o n s  
i n  r e s u l t s ,  a s  an  e f f e c t i v e  gua ran tee ,  b e t t e r  than  any o t h e r  i n  
o f f e r i n g  t h e  " s a f e t y "  which it i s  i n s u r a n c e ' s  t a s k  t o  p rov ide .  I t  
i s  a l s o  a  way o f  reducing c o s t s ,  s i n c e  f r e q u e n t  comparisons of 
i n f o r m a t i o n ,  wide ly  c i r c ~ l a t e d , ~  f a c i l i t a t e  s e l f - c o r r e c t i o n  of 
r e s u l t s  and e l i m i n a t e  t h e  n e c e s s i t y  f o r  a  supe rv i so ry  bureaucracy 
of non-productive committees and a d m i n i s t r a t i v e  bod ie s .  

Own r i s k  management. This  principie is  o f  q r e a t  i n t e r e s t  and has  
been s a d l y  ignored  by most primary r i s k - t a k e r s ,  d e s p i t e  t h e  f a c t  
t n a t  it is widely  fol lowed by t h e  b i g  i n su rance  companies, a s  i s  
c l e a r l y  a t t e s t e d  t o  by t h e  example o r  t h i s  meeting on " r i s ~  
management". 

I t  i s  n o t  o n l y  General  Motors, S h e l l  o r  I B M  wno need t h e i r  own 
r i s k  management p o l i c y .  We i n s u r e r s  need it t o o  - and those  o£ us 
i nvo lved  i n  r e i n s u r a n c e  need it even more. We should  always be 
aware o f  our  s t a t i c  solvency,  i . e .  o u r  solvency a t  any q iven  
h i s t o r i c a l  moment, and o f  o u r  diriamic so lvency ,  i . e .  t h a t  whicn 
depends on a l 1  t h e  d i f f e r e n t  r i s k s  t o  which we a r e  s u b j e c t  and 
which, a t  any t ime ,  ha rd  t o  f o r e s e e  o r  p r e d i c t  might a l t e r  and 
s u b s t a n t i a l l y  weaken an e x c e l l e n t  s t a t i c  so lvency .  

Does t h i s  n o t  seem a  f i t t i n g  func t ion  f o r  t h e  risk-managers dea l -  
i ny  w i t h  h i y h  sums o f  i n d u s t r i a l  wea l th ,  many o f  whom a r e  l i s t e n -  
i n q  t o  me h e r e  toaay?  Why a r e  t h e  m a j o r i t y  o f  i n s u r e r s  q u i t e  
o u l i v i o u s  t o  t n e i r  dynamic solvency? 



The ma~iacjenerit of  r i s k s  i n  induscry  is r e l z ~ e a  t o  ir isurance 
p r o t e c t i o n ,  f i u t  it goes rnuch f u r t n e r  tnari t t i a t .  1 expec t  t o  s e e  
it move i n t o  many new a r e a s  of r i s k ,  i n s u r d o l e  o r  no t ,  and new - 

measures w i l l  have t o  be  takeri on t h r  b a s i s  of  t h e  new, en l a rged  
scope.  Risk management amongst i n s u r e r s  i s  r e l a t e d  t o  r e i n s u r -  
a n c e ,  bu t  it should  be,  and indeed  i s  becoming broader  day by day 
s i n c e  i t  w i l l  i n e v i t a b l y  come t o  cover  no t  j u s t  own r i s k s  ( t n o s e  - . 
we f a c e  a s  a  company, a long  t h e  l i n e s  of  i n d u s t r i a l  r i s k s  and 
t n o s e  t aken  on by t h i r d  p a r t i e s  i n  our  i n s u r i n g  f u n c t i o n ) ,  b u t  
a l s o  t h e  l e g a l  and f i n a n c i a 1  r i s k s ,  wtiich a r e  s o  irnportant  t o  t h e  
i n s u r e r s  a s  guard ians  of t h e  dynamic e q u i l i b r i u m  of o u r  r e sou rces  
most o f  which a r e  a t  t h e  s e r v i c e  o f  t h e  i n s u r e d s ,  ou t  whose cont-  
inued  e x i s t e n c e  is t h e  r e s p o n s i b i l i t y  of t h e  insurance  company 
i t s e l f .  Th i s  riew f u n c t i o n  which i s  i n t e g r a t e d ,  a t  l e a s t  i n  my 
company, w i th  a  p o l i c y  o f  i n t e r n a 1  c o n t r o l ,  opens new f i e l d s  f o r  
r e l a t i o n s  and c o l l a b o r a t i o n  w i t h  b i g  i n d u s t r i a l  c l i e n t s .  These 
c l i e n t s  can t e a c h  us new t echn iques  and g i v e  us h e l p  a s  we l l  a s  
o f f e r i n g  u s  a  new s e r v i c e a b l e  f i e l d ,  where, i f  we a r e  i n  f u l l  
c o n t r o l  o f  our  own r i s k s ,  we may be a b l e  t o  g i v e  advice  t o  some 
o f  them. 

But above a l l ,  r i s k  management must make us a b l e  t o  coo rd ina t e  
t h e  " s e c u r i t y "  which our  promised f u t u r e  l o s s  payments demand, 
w i t h  a  minimum c o s t  and maximum e f f i c i e n c y .  This  w i l l  be  an 
impor t an t  a s s e t ,  i f  you wish t o  c a l 1  it t h a t ,  which we can o f f e r  
t n e  i n s u r e d s  and wnich c o n t r i b u t e s  towards t h e  achievement of t h e  
b a s i c  s o c i a l  g o a l  of  o f f e r i n g  a  "h igh  q u a l i t y  s e r v i c e  and dynamic 
s a f e t y ,  a t  a  s o c i a l l y  c o n s t u c t i v e  c o s t " .  1 b e l i e v e  t h a t  t h i s  
cou ld  be  ano the r  s t r a t e g i c  answer, f o r  a l 1  i t s  apparen t  s imp l i c -  
i t y ,  needing no more than  t h e  humble a p p l i c a t i o n  of common sense ,  
which no a c t i v e  member of t h e  company should i a c k .  

Now, a l 1  t h a t  i s  l e f t  f o r  me t o  d i s c u s s  i s  wnether t h e s e  s t r a t e y i c  
ariswers, o r  t h o s e  whicn a r e  cons idered  most a p p r o p r i a t e ,  should be 
irnplemented c o l l e c t i v e l y  by t h e  market or be t h e  r e s u l t  o£ independ- 
e n t ,  compe t i t i ve  a c t i v i t y ,  e s p e c i a l l y  amongst t h o s e  cornpanies whose 
s i z e  arid "agg res s ive ,  i n s t i t u t i o n a l  s p i r i t "  make them s e e  thernselves 
a s  l e a d e r s .  

As a  corivinced suppor t e r  of f r e e  compet i t ion  (by  which 1 mean r e a l  
compe t i t i on ,  n o t  pseudo-competi t ion which d i s c r e e t l y  terids t o  elim- 
i n a t e  t h e  r e a l  o n e ) .  1 b e l i e v e  i n  i n d i v i d u a l i z e d  a c t i o n  by t h o s e  who 
d e d i c a t e  t h e i r  e n t r e p r e n e u r i a l  e f f o r t  towards s e r v i c e  and balanced 
growth.  I n  g e n e r a l ,  1 c o n s i d e r  such a c t i o n  t o  be more e f f i c i e n t  than  
c o l e c t i v e  a c t i o n ,  even more s o  i f  it i s  c a r r i e d  o u t  by a s s o c i a t i o n s  
which r e p r e s e n t  widely d i f f e r i n g  i n t e r e s t s  which o b l i y e  them t o  
c o n s t a n t  compromise. My a t t i t u d e  i s  t h e  same when it comes t o  suppor t  
o r  encouragement from t h e  S t a t e  o r  from insu rance  a u t h o r i t i e s ,  i n  
which c a s e  compet i t ion  i s  a f f e c t e d  and t h e  market i s  weakened, s t r a t -  
i f i e d  and prevented from being a b l e  t o  r e a c t  adeyua te ly  t o  chanying 
needs . 



. . 
Natuya l ly ,  t ñ i s  snould n o t  be an  odstacle t o  co-orciination berween 
l ead inq  i n s u r e r s  f o r  t h e  ouruoses  of s t a n a a r a i z e d .  a o s i t i v e  a c t i o n  a s  - A - A 

long ás it does n o t  reniove t h e  compet i t ion  Detween them, bu t  h e l z  
them t o  be more e f t e c t i v e  i n  t n e i r  i n s t i t u t i o n a l  a c t i o n .  Such conce r t -  
ed e f f o r t  i s  hard  t o  ach ieve  i n  L a t i n  c o u n t r i e s ,  and t h i s  i s  perhaps  
one o£ t h e  reasons  why o u r  i n su rance  has  no t  ob t a ined  t h e  same degree  
o£ p e n e t r a t i o n  and p u b l i c  r e c o g n i t i o n  a s  it r e c e i v e s  i n  non-Latin 
European c o u n t r i e s .  

F i n a l l y .  may 1 j u s t  add t h a t  1 gave t h i s  t a l k  wi th  t h e  i n t e n t i o n  o£ 
encouraging d i s c u s s i o n  on t h e  ways i n  which we can work t o g e t h e r  
towards t h i s  i n d i v i d u a l  and c o l l e c t i v e  goa l  o f  p r e p a r i n g  in su rance  f o r  
t h e  problems and o b s t a c l e s  t h a t  t h e  f u t u r e  w i l l  b r i n g .  W e  a l 1  look 
forward t o  s ee ing  t h e  improvement and broadening of t h e  market  become 
r e a l i t y ,  and 1 s i n c e r e l y  hope t h a t  Spain  b u i l d s  up an e f f i c i e n t  i n s u r -  
ance market which enab le s  it t o  win t h e  t r u s t  o£ bo th  c l i e n t s  and 
governments and t h u s  p e r m i t s  it t o  ex tend  i t s  sphere  of a c t i v i t i e s  and 
p r e p a r e  f o r  f a i r  and honorab le  compet i t ion  wi th  o u r  o t h e r  European 
c o l l e a g y e s .  

Many thanks .  


