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Nell'ultimo decennio il mercato assicurativo a livel-
lo mondiale é stato caratterizzato da tanti casi di
fusioni e di concentrazioni che hanno assunto un di-
namismo del tutto imprevedibile nei decenni
precedenti.

Il fenomeno ha riguardato tutti gli attori del merca-
to:

- compagnie assicurative;

— compagnie riassicurative;

- broker di assicurazione e di riassicurazione.

Si tratta di un fenomeno che ha giustificazioni di-
verse per ciascuna categoria di operatori.

Le Compagnie di Assicurazione

I motivi principali della concentrazione fra Compa-
gnie di assicurazione sono i seguenti:

- necessita di offrire un servizio adeguato a clienti
che, a causa dell'internazionalizzazione delle attivita
industriali e di servizio, hanno sempre piu esigenze
assicurative che escono dai confini territoriali dei
singoli stati nazionali e che possono essere soddi-
sfatte solo attraverso programmi internazionali
centralizzati, con servizi di assistenza localizzati
presso le singole fonti di rischio;

- esigenza di aumentare le capacita finanziarie ed i
margini necessari a far fronte ad offerte assicurati-
ve sempre pit complesse e sofisticate, riducendo di
conseguenza il ricorso alla riassicurazione e alla
coassicurazione;

- necessita di razionalizzare e ridurre i costi gestio-
nali attraverso I'economia di scala collegata
all’utilizzazione di servizi comuni centralizzati nei
settori dell’E.D.P. del’amministrazione, della pro-
gettazione dei prodotti, della ricerca di nuovi canali
di vendita;

Le concentrazioni possono assumere due distinte
configurazioni:

- I"assorbimento puro e semplice di Compagnie da

parte di altre, che impongono alle Compagnie assor-

bite la propria filosofia di gestione, senza tenere
adeguatamente conto delle peculiarita delle Compa-
gnie stesse e delle specificita dell’humus territoriale
nell’ambito del quale esse operano. Di solito, in
questi casi, la Compagnia “dominante” sostituisce il
management delle Societa acquisite con persone di
propria fiducia, per lo piu provenienti dal proprio
staff e tende a ridurre al minimo le autonomie ge-
stionali;

- I'acquisizione del controllo azionario di una So-
cieta di assicurazione da parte di un’altra Societa
che diventa partner controllante, con la filosofia di

Italian Companies
facing Mergers
and Concentrations

uring the last decade the worldwide insur-
ance market has been characterized by a
host of mergers and concentrations that
have taken on a dynamism totally unex-
pected during previous decades.

This has affected all market players:

— insurance companies;
— reinsurance companies;
— insurance and reinsurance brokers.

However, each category of operators was affected by
this event for different reasons.

Insurance Companies

The main reasons for concentration among insurance
companies are the following:

— the need to offer an adequate service to clients who,
due to the internationalization of services and industrial
activities, have greater and greater insurance needs,
which extend across national borders and can only be
satisfied through centralized international programmes,
with services located near the individual risk sources;

— the need for increased financial capacity and margins
in order to cope with increasingly complex and sophis-
ticated insurance offerings, thus reducing recourse to
reinsurance and coinsurance;

— the need to rationalize and reduce operating costs
through economies of scale linked to the use of shared
centralized services for EDP, administration, product
planning and search for new sales channels.

Concentrations can take on two distinct configurations:

— the pure and simple absorption of one company by
another, which imposes its own management philoso-
phy on the absorbed company without adequately
accounting for the latter’s particular characteristics or
the specificity of the local “topsoil” in which it operates.
As a rule, in these cases, the “dominating” company re-
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places the acquiree’s management with its own people,
who are generally drawn from the ranks of its existing
personnel, and tends to reduce management autonomy
to a minimum;

— the take-over of an insurance company by another
company that becomes the controlling partner but
grants significant autonomy to the acquired company,
allowing it to take full advantage of its own particular
background and knowledge base regarding the specific
territory in which it operates.

Usually, in this second kind of acquisition the acquired
company substantially retains its management and this
leads to a genuine partnership between the two compa-
nies. Here, the parent company limits itself to
establishing the general goals, allowing the controlled
company the broadest autonomy in choosing the
means required to reach the objectives, and makes its
services and those of other controlled companies avail-
able for the task.

In this case, the parent company acts as a key sharehold-
er in the controlled company, distinct from the pure
financial investor because it is in the same business as
the controlled company and can improve its perfor-
mance by offering its own know-how and capacities.

The companies in the Allianz Group fall into this sec-
ond type of arrangement and this is why I can speak as
a representative of an Italian company, even though
RAS is controlled by the German Allianz.

In any case, so far, the various concentrations among in-
surance companies have certainly not reduced
competitiveness either on the international or national
levels, since:

— there are still many large international Insurance
Groups;

— in every country there are a number of small and mid-
sized insurance companies that are still able to provide
adequate services to their clientele. These are compa-
nies that offer a wide range of products which are able
to adequately meet the needs of the great majority of
customers and of small and mid-sized businesses which
do not have special insurance needs on the internation-
al level. It would therefore be reductive and improper
to consider these firms to be “niche” companies.

As | see it, the insurance market (both in Italy and
abroad) will continue to be marked by heavy competi-
tion in upcoming years, since the large Groups, even if
there are further mergers, will never be reduced to
such a small number as to be a sort of oligopoly, and
will always have to contend with competition from the
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numerous independent small and mid-sized compa-
nies.

Furthermore, it should be noted that new players are
emerging in the insurance market, some of which are
already consolidated (such as the Banks) whereas oth-
ers are bound to play important roles (such as outlet
chains).

To prove my forecast, let me add that, even though
there have been many company concentrations, over
the past few years, the range of insurance unit prices
have steadily declined, especially in the case of mid-
sized and large companies (the main targets for
international insurance groups).

Reinsurance Companies

A number of concentrations have also taken place in re-
cent years among Reinsurance Companies. The main
reasons for these aggregations are in part similar to
those behind concentrations of Insurance Companies
and, in my judgment, can be summarized up as follows:

— the need to increase financial capacity to offer insur-
ance companies greater coverage in quantitative terms;

— the difficulty of increasing in size through normal op-
erations, due to the tendency of insurance companies
to increase their retention (also through the above
mentioned mergers and concentrations);

— the need to better distribute risk assumed in the inter-
national arena;

— the opportunity to reduce operating costs and achieve
economies of scale.

The mergers so far carried out in Europe have drastical-
ly reduced the number of players, at least as far as the
so-called professional reinsurers are concerned. Should
the concentration trend increase, as | see it, the prob-
lem may arise of the possible creation of bona fide
reinsurance oligopolies, which would be harmful both
for direct companies and for the final clients.

In any case, | trust that our reinsurer friends will keep on

providing services in the future with the same competitive
efficiency that has characterized their work up to now.

Brokerage Companies

This is the sector that has witnessed the most notewor-
thy concentrations - and in my opinion, the most
unexpected, given the nature of brokerage - over the
past five years.
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As an observer of Italian events | have to say that, at
least in Italy, over the past ten years Brokers have not
grown as much as was forecast in the 1980s. They found
it particularly difficult to penetrate the mid-sized busi-
nesses sector, partially due to the ability of Insurers to
defend their territory, especially in mid-sized or provin-
cial towns. Due to client service needs, Brokers very
often have to work out agreements with the Agents.

In this context, Brokers (who have fixed costs which are
difficult to cut) tend also to seek solutions through an ag-
gressive approach towards mass clients, with conventions
that often are almost entirely handled by Insurance
Companies, even in terms of single risks taking.

But these remedies do not seem to be sufficient and, in
my opinion, the recent noteworthy concentrations are
essentially due to:

— the need to increase in size, which cannot be
achieved through the limited development potentials
of normal operations;

— the need to reduce operating costs drastically through
economies of scale, linked to the use of shared services
(as occurs in Insurance and Reinsurance Company con-
centrations);

— the opportunity to have a more extensive penetration
in the various countries in order to better develop in-
ternational insurance programs;

— the need to offer low-cost services besides insurance
brokerage services (risk management and prevention
consulting services, studies on alternative risk financial
transfer to traditional insurance).

The concentration trend is new and raises many ques-
tions:

— A) There is now only a very small number of mega
Brokers:

Will they be able to ensure adequate competition in the
future, so as to guarantee reliable services to the
clients?

Will they still maintain an adequately personalized rela-
tionship between their people and the clients? (In my
opinion, a personal relationship, meant as “relationship
between individuals”, is very important and should al-
ways characterize relations between clients and service
providers, be they Brokers or Agents).

— B) Will relations between Insurance Companies and
Mega Brokers remain fair, as to their mutual roles,
which comprise the freedom of Brokers to offer single
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risks to the Company and the freedom of the Company
to accept or refuse the single risk offered?

— C) Will mega Brokers leave sufficient space for small
and mid-sized Brokers, or will mergers end up by drasti-
cally reducing this category of operators?

In my opinion, the current concentration and merger
operations will be successful in the long run only if the
Broking Company system manages to respond to each
of these questions.

It is necessary that Brokers, regardless of their size, can
continue to provide a personalized service to all their
clients, both in terms of identifying insurance needs as
well as maintaining a relationship between individuals
(Broking Company representatives - Client representa-
tives);

It is indispensable that relations between Brokers and
Insurance Companies remain at the current balance, in
full respect for their mutual roles;

Competition should remain above-board among mega
Brokers and there should always be an adequate num-
ber of small and mid-sized Brokers to compete with.

Furthermore, | consider it unfair that many Brokers
(smaller ones too) tend to perform, simultaneously,
both insurance and reinsurance brokerage functions,
even if this is done through separate company struc-
tures.

I am deeply convinced of the truth of my statement,
which is by no means a pure and simple act of courtesy
towards our Host, who is one of the few Brokers to main-
tain the specific qualities of a pure reinsurance Broker.

Even though the activities of insurance and reinsurance
brokerage are formally separated, it is inevitable, when
they are concentrated in the same Group, that they in-
terfere, resulting into undue pressure on Insurance
Companies. Insurance Brokers, upon offering a risk to
be assumed, tend to ask the Company to avail itself of
the reinsurance services offered by their sister Compa-
ny. Better yet, in many cases the offer is already
packaged, quantitatively and qualitatively, with support-
ing reinsurance coverage.

These anomalies can only be bothersome for direct In-
surers who, however, are often forced to yield to the
pressure when they have particular interests in assum-
ing a risk or in the overall relationship with the
Brokerage Group, even if they realize that such situa-
tions weaken their institutional functions.
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| believe, moreover, that situations of this nature do not
safeguard the real interests of the final clients (who are
almost always unaware of their representing Broker’s
package offers). In the event of substantial claims, for
example, there can be particular payment problems,
even if the direct Companies have an autonomous
obligation to indemnify.

The trend towards intermixing direct brokerage and
reinsurance activities also seems to extend into the
large concentrations and mergers, but there are glim-
merings that may support the hope for totally separate
management, with no interference on the operating
level (which could be easily achieved given the notable
dimensions of these aggregations). | hope that these
glimmerings will be confirmed, so that higher profes-
sional ethics can spread among all market players.

Conclusions

The ongoing trend of concentrations and mergers in
the insurance world is certainly linked to economic laws
that cannot be ignored. Furthermore, it responds to
needs for globalization and increased dimensions that
should enable the introduction of cost economies of
scale in an increasingly competitive world.

| believe, however, that all market players - Direct Insur-
ance Companies, Reinsurance Companies, Insurance
Brokers, and Reinsurance Brokers - should be aware of
an ethical duty to keep to their respective roles, without
intermixing and without seeking to attain oligopolistic
positions, which would distort competition and surely
cause negative reactions in the long run from insured
parties and competition Authorities alike.

Francesco Curioni

“I believe that such a violent action in the international
market must be met by an equal, opposing action. | feel
that the sixth largest industrial power in the world can’t
live without a broker whose size is commensurate with
the sixth largest industrial power.

I can only use my imagination. A sort of “virtuous cir-
cle” could arise, formed of small to medium-sized
brokers, with the additional contribution of agents of a
certain size and level of professionalism, and reinsurers.
And it will have an Italian base”.
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