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(9l - USY)
Korea 641
Japan 2,484
USA 1,927
EEC 1,173
United Kingdom 1,199
Netherland 1,721
France - 1,412
Luxembourg 1,344
Germany 1,300
Ireland 1,263
Denmark 1,261
Belgium 923
Italy 605
Spain 526
Portugal 250
Greece 120
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Korea - 11.6%
Japan 8.5%
USA 8.6%
EEC 5.9%
United Kingdom 10.7%
Netherland 9.4%
France 8.3%
| Luxembourg 6.2%
Germany 5.7%
Ireland 5.4%
Denmark 46%
Belgium 4.1%
Italy 3.6%
Spain 3.6%
Portugal 2.8%
Greece 1.7%
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Country Admission Year
Belgium 1957
Luxembourg 1957
Netherland 1957
France 1957
Italy 1957
Germany 1957
United Kingdom 1973
Denmark 1973
Irland 1973
Greece 1981
Portugal 1986
Spain 1986
Austria 1995
Finland 1995
Sweden 1995
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1. #4182 afa(The Free Movement of Capital)
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3. MujAzEPI2l B #(The Freedom of Services)
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ARl A7 e F HHREENA FFHJUT 2y dAZE ZE B¥
o] oln] 1 FYHE AFHoZ AFI URA7] W] W3] A= dFE
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K (The Vehicle) .

HFS AYPHoz 7-8/9 aFLE EFIU. REEXRHBE(The Insur-
ance Trade Association)®] ZEE&E Aol &3He A2E 2de A
aFez2 EF3Y 2@z A AN diFEe] B SHELE A9
stie I Axe] et ERIAR AFoz I8 AU EFRAMAE AHE3E
AR 2EAE ok MY ¥ &€ JFH M ¥L 889 IFLY H
dE 2ol 3ujo)de] E F Uvh EEEEE 4F ERASTe] 1y}
4. AvHoz FiEel UY HYRE A4 104 4 AFuG F 25%
o o HHY == 13 ERYELY] odd AFL HxE ey

REZHE(EZES K) H8EEHE(The Policyholder and Other Drivers)

REEGE AES Aot AT LE B DAKT At 1749)
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g 7tsAol A HE & BHYPRE FHAsE Ao dsod. A} 1Y
At £ BPAGASL 1 W ¢AZ ARHE F¢ AR RYsWQ
o] &-gdu.

Aiget ME(The Use and Location)

A AFS) FAEMG BE EFE AY QA BFolnt. ZIdEF A
Fa A2 WAY AP0l E AP dAAE & 28 #3489
th RE RYAE HEHIL £ kel ot RI8E Sy a8 AnA
7} &% A9 AFo] F2 ETHE HRI XA F& FEJIAT R
A Qe FAol AL o]"o] Utk AnAFPANE EFAGY w FeHo=
A#E HEL ¥AFI Y= Z HAFAY PHE 2RI WP 4 1Y
Aottt 2o, &, HEEY HAY BEFEME APV a dit3es
A HAE AT AZFALE A 7 - 8] LEXTFE FEI}E HEPAE A
=

HE T HEAN] AEHE 8&TEXYY FE ZokE MEAFE ¥
A drrue &3 M2 g2d. 23, Jold LETEANYG we RYE:
N2 08 F A3 M B 88TEXYY HiaE APHo M #E
LEFEAGY ARY % 50% A= =

#HE B51(The No-Claim Discount)

KR BIASL I HREEE AEsn Jon 238 dFPL FA
3 FEIEAMNE dehdth o H43Ae dA e F(HYHez 6-7), ¥Y
£ 2 249 A5 94 g g2 AFALAE A ASAL 6
EF3A NFstn 2AYEZAL ¥ MMEFPHoz HA FEETH ¥



HYEE A4 RAAVM B FAE

Zt AR 2ALAMNE BPAFA 14FS Anrt 9ol dEdE
de o e ¥ALo] AT FHINEAA it F& 2 ojFe Amvt
Qe A4 HEg o)UY Z By 2Adnd HEY. H4e FTLE
Aol o3 AHSEHE HAMH EFIERIT

<E 4> - g3o MYl @AHUSHE

Class After
Class | Premium| 0 [ 1 | 2 [ =3
Claims
7 100 6 7 7 7
6 75 5 7 7 7
5 65 4 6 7 7
4 55 3 5 7 7
3 45 2 5 7 7
2 40 1 4 6 7
1 33 1 4 6 7

Starting Class : 6
FHbEEE BE 25% 89 2ALd HFEc dFEe 2y &
BEAZRE AL AgAd dsixe FARPAY FEHEHA FEE ¥

£33 7Hedtd sy FEo2 2R L

YRE HyAE B FE BEos A% FHYLS FARYA HEA
dt ZHYgez A %3 Aok 2P gete ad Aol FA
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a8 LA EFHA Fe B+ FIEIEE 873V E 4.

d43 AH3AE od SHICEELe] & difAE otvtx AR
holelt= FaE P wHEoIY 2 BRAM BARLC] A%AY FALIJNEFTE
Az Y F Ik 1Y AAHog dREY HIAE HRE T
B ®miyHE EEol AT A FH3 BEFHE Atole ojd AW
A =@ SIS A= 2HHA e B2 FAY HA SHI4
A3 FADQ A6 S F FHYTAE EAH L2 A7t AL F
Ath.

19803t Futole Be REASC] /M w2 A& F2 O S B2
A g AALE 4L AFASA Fdoq 49 “R#FA  HI51HE(Protected
Discount Schemes)"& =3t o] AxE B@Av vl¢ g JHE B
ole], 7} ¥L ALY ANAAA FALEAAAL] Fdoly F/tEPE
Baglo] 33y BH(AEEY 2¥)9 AL H&3te BIAY FIIHER
(EEA 10%)E ATt Y 5o #AQ]l FAREA AAE /A
NA FE BIAE ot HPAEC] AR A FHEPARE A AF3H
33 H3E WALE AE FANESE HL&Pde RS BEAAA BIAY
¢ AAE A= FEEE gu .

R, B EHHE, 4 BEAAMY HE B 223 KBE RE
Ao Zt BIPAE OUsA 29383 Jenz HPAYGAZAE ofF thygF
HHPFY 50| 7H53dtth. 45 ASABYAZL 2%A 12%Ak0l9] Al FA
€& 71 2¥EAYL 20717 9o ARIAFTEE HZF @ Holn FAR
i3 golr) oA AFFAs NN HPLEY UYL 3A Jeds] A=
A&dthe AL =58 @40 o1d + gt



<E 5> - HFHed4ENT

Rating Fators Table of Points
Rating District S ABCDEFTF
0 23 457 9
if left in road overnight in D, E, or
F, +1 point(except third party only)
Vehicle Group 1 2 3 4 5 6 7
0 3 5 8 12 15 18
Age of Vehicle 0-3 4-5 6-7 8-9 10+
4 3 2 1 0
Age of Proposer 17 18 19 20 21 22 23 24 25-34 35-49 50+
Other drivers under 25
- None 12 11 10 9 8 7 6 4 2 1 0
-Oneormore 13 12 12 1110 9 8 6 5 5 4
Class of Use Farmers 1-2 3 4
0 2 7 10
Cover and Driving Restrictions Comprehensive Third party
Deductible only +fire, theft
0 £25 £50 £100
Any Driver 15 14 13 12 4 2
Restricted Driving 13 12 11 10 2 0
Optional Extension - Comprehensive Other policies
Personal Accident Benefits 1 2

ol BYPAE 197099 AS =U€ BEEKRHE(Points Rating
System)& ¥F#ch. AAFTE GSTAL o439 JPRYEE Ags:
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(Premium) = (Basic Premium) X (1.06)*"™* X NCD

B¥aE o 12540t o 282 Frtdo.

4.2 A7|ol

GFAE B3 239 7|3 ALsne ¥ BIAANA BREET F
o)A Ut EECAAS =gez 9FdAs BRHERRWFIEEL X
zAo] Qe Wolth. 2} Wyldle] FFe §A3 g2 FAER R
I BEAMEZ RPAE WRE F=2 Hoidn v HELHA A2
de ¥ART 7] e AuAdAE A9 FASS Kok gEA C
EUROPE 1992” & ti® %9 HaAA 2 FAn A dFo=2rHe &
Hg &7

42.1. 19920l & KRR

A37 EEEAREERS 195648 HBERMEIAAL 1992d0de HISE
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- Class After ;
Class | Premium | O 1 2 3 4 5 =6
, ‘ Claims
18 | 200 17| 18| 18| 18| 18 | 18 | 18
17 160 16| 18| 18| 18| 18| 18 | 18
16 140 15| 18| 18| 18 | 18 | 18 | 18
15 130 14| 17| 18| 18| 18| 18 | 18
14 120 13| 16| 18| 18| 18| 18 | 18
13 115 12| 15| 18| 18| 18| 18 | 18
12 110 11| 14| 17| 18| 18| 18 | 18
11 105 10| 13| 16| 18| 18| 18| 18
10 100 9 | 12| 15| 18| 18| 18 | 18
9 100 8 | 11| 14| 17| 18| 18 | 18
8 953 7| 10| 13| 16| 18| 18| 18
7 90 6 | 9| 12| 15| 18| 18| 18
6 85 518 | 11| 14| 17| 18| 18
5 80 4| 7| 10| 13| 16| 18| 18
4 75 31619 |12|15] 18] 18
3 70 2 |58 | 11|14 17| 18
2 65 1| 4|7 |10]| 13|16
1 60 13|69 |12]15

Starting Class : 6 for pleasure use and commuting, 10 for
business use. A policyholder with four claim-free years
cannot be in a class above 10.

BE&2 # h(The Engine Power of the Vehicle)
EARBEBF 2202D0)0] F718td AgAE 758714 E o183 BF 84,



75018 ¢ Y& A S0l vly 3 BF 257 7183 2500t o] e) Atole FA
59t} o] F4L gAH oz FAAHQ 4IERAEH(Cost-of-Living Index)°l
# g .

%13 %138 3 (The Bonus-Malus System)

o] AEE 6ol A3 $IIAT AFA/ HIAE BAH}AA = A
S AR FARYAZEE FAEFAFo] Fr|9 BEHE Wolstof 3}H
BYIAE AW FAFSFFEL A2 vlE ALHA FHRANZDS

##ol M&(The Use of the Vehicle)

ASAE MAHQY X3 HEHHOET AHdE FAAELS AAEFA
A 65Foz EFHIT AJLAF FAAI0 T v 15%9 A&
gkt

FE#@:E E#8(The Age of the Driver)
234]0)3F SAAS @BAZ DAY ZE AL g E wl¢ HE& F99
BRREEA F $150)0] HLH AT

#E7 AR BARANE FAHoZ d¢ S AFERI AHHAG.
z Age 22HSE AdEA 3 AA AFF} AFLE} 22 AFe
Fge o vt v =g 2

1) 1 BF(Belgian Franc)t 26.82€(199595¥2¢ AHA@WEE 7|&E)2E BF2292¢
o 621 WS Yol AFH.
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v, R7HA Fo Wk oS53 2o

- WY EY, YA, ¥]&9} Coach R & EFX P dAME Z2EHT =

dsNen AR 73T ¢AARIL =450l & FELE dE YT
(AAs&3, LEHe], FEH)o] sjFdT.
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ITB % (Strict Tort System) €3t 3x ot EHEE BT FHY W
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Class After
Class |Premium | 0 | 1 [ 2 [ 3 | 4 |25
Claims
22 | 200 21| 2|2 [ 2|22 | 22
21 | 160 20| 22|22 | 2|2 | 2
20 | 140 19| 2|2 | 2| 2|2
19 | 130 18|22 | 2|22
18 | 123 17| 2| 2 | 2| 22| 22
17 | 117 6| 21| 22 | 22| 22| 22
16 | 111 15| 2 |22 | 2|2 |2
15 | 105 4|19 2 | 2|2 |22
14 | 100 13| 18|22 | 22| 2|2
13 | % 12| 17| 2| 2|2 |2
12 | 9 11| 16|21 | 22| 22|22
11 | 8 10152 | 22|22 |2
10 | 81 9 | 14|19 | 22 | 22 | 22
9 | 77 8 | 1318 | 22| 22 | 22
8 | 73 7 1217 | 22 | 22 | 22
7 | 69 6 | 11|16 | 22 | 22 | 22
6 | 66 5 | 10] 15 | 22 | 22 | 22
5 | 63 4 |9 |14 | 22| 22|22
4 | 60 3 (8 |13] 18] 22 |22
3 | 57 2 |7 | 12|17 |22 |22
2 | =4 1 |6 | 11|16 |21 |22
1 | 54 0 |5 |10] 152 |2
0 | 54 0 1419 [14]19 ]2

Starting Class : 11 for pleasure use and commuting, 14
for business use. A policyholder with four claim-free
years cannot be in a class above 14.
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AUTOMQBILE INSURANCE IN THE EUROPEAN COMMUNITIES

AFTER "EUROPE 1992"

Jean Lemaire
Wharton School
University of Pennsylvania

1. Introduction

The European insurance market is currently undergoing profound
changes, as a response to the emerging global market created by
"Europe 1992." European insurance is currently growing at a very
fast pace. The world market share of Europe, life and non-life
business, grew from 29.80% in 1988 to 33.90% in 1990. During the
same period, the market share of Asia decreased from 27.60% to
24.60%, and the share of North America from 39.10% to 37.90%.
These figures obviously need to be viewed with caution, as they
depend on currency fluctuations. However, an analysis of the real
premium growth reveals the same pattern. In 1991, the real growth
of premium income reached 6.9% in Europe (4.4% in non-life
business, 9.5% in life), versus 1.7% in Asia and -3% in North
America. Several southern European countries like Spain, Portugal,
and Greece, have achieved phenomenal growth rates, averaging more
than 20% real increase per year in the life business, close to the
Korean growth rate. Note that, in Europe, the share of the life
business is usually much smaller than in Asia, under 50%. Korea
(18.3%) and Japan (27.0%) are among the countries where the non-
life business takes the smallest share.

This growth is very 1likely to continue. Insurance
expenditures per head, in Europe, are still lagging when compared
to other major areas. The average Japanese consumer spent

altogether $2,484 in 1991 on insurance premiums. The American
spent $1,927, and the average member of the European Community only
spent $1,173, with vast variations between the countries (see table
1). As a percentage of the Gross Domestic Product, the European
figure (5.87%) is still far behind the Korean (11.6% - the highest
in the world), Japanese (8.5%) and American (8.6%) figures (table
2). Due to major differences in social security systems, the EEC
per-head premium will probably never reach American or Korean
levels. Nevertheless, there is still plenty of potential for
growth. Europe 1992 is going to accelerate this trend. Even
according to the most pessimistic forecasts, the benefits of Europe
92 to the consumers will reach tens of billions of dollars per
year. The Cecchini report forecasts an immediate 5% increase of
the Gross Domestic Product, and the creation of four million new

jobs in the next four years. A sizable percentage of these savings



Table 1
Premiums per Head
(US $ - 1991)

Korea 641
Japan 2,484
usa 1,927
EEC 1,173
United Kingdom 1,199
Netherlands 1,721
France 1,412
Luxembourg 1,344
Germany 1,300
Ireland 1,263
Denmark 1,261
Belgium 923
Italy 605
Spain 526
Portugal 250
Greece 120
Table 2
Premiums ~ % of GDP
1991
Korea 11.6%
Japan 8.5%
uUsa 8.6%
EEC 5.9%
United Kingdom 10.7%
Ireland 9.4%
Netherlands 8.3%
France 6.2%
Germany 5.7%
Luxembourg 5.4%
Denmark 4.6%
Belgium 4.1%
Spain 3.6%
Portugal 3.6%
Italy 2.8%
Greece 1.7%



will likely be injected in the insurance industry. The future of
insurance in Europe will not only be influenced by the insurance-
specific decisions, but also by the entire EEC 92 package.

What is Europe 1992? A spontaneous mutation, or a progressive
evolution? Europe 1992 is an important step toward European
unification, a process that began after the Second World War.
Europe is not a new idea. Already in 1944, in London, the exiled
governments of Belgium, the Netherlands, and Luxembourg signed a:
treaty providing the creation of a customs union, Benelux. After
1945, the Cold War acted as a spur to unity. - Following Winston
Churchill’s speech in Zurich in September 1946 in which he called
upon Europe to unite, a European movement was formed. This led to
the creation of the OEEC, the Organization for European Economic
Cooperation, in 1948. It was followed by the Council of Europe in
1949, the European Coal and Steel Community in 1952, and EURATOM,
the European Atomic Energy Commission in 1958.

A very important date in European unification is the 1957
Treaty of Rome, that formally created the European Economic
Community (EEC), also called the Common Market. The Treaty of
Rome was signed to facilitate : '

(1) the removal of trade barriers among the member nations;

(2) the establishment of a single commercial policy towards non
member countries;

(3) the coordination of transportation systems, agricultural
policies, and general economic policies;

(4) the removal of private and public measures restricting free
competition; and

(5) the assurance of the mobility of 1labor, capital, and
entrepreneurship.

The original members of the Common Market were France,
Belgium, Luxembourg, the Netherlands, Italy, and West Germany. The
United Kingdom, Denmark, and Ireland joined in 1973, Greece in
1981, Portugal and Spain in 1986. Oon January 1, 1995, the
membership increased to 15, as Austria, Finland, and Sweden joined
the Union (table 3). Many more candidates are currently seeking
admission, including Turkey, Poland, Hungary, the Czech Republic,
and the three Baltic States. .

So, in my opinion, Europe 92 is just one more step in this
continuous process toward a unified Europe. Maybe a very large
step, but one of many, many steps. Definitely not a big bang.
Europe 92 is a symbol, a fetish, that crystallizes an idea. It
symbolizes a change in the mentality of Europeans. The process
toward a unified Europe is definitely accelerating right now. Why?
Demographics, and peace. Most Europeans have lived in peace for
the past 50 years now. This has never happened before. To build
Europe was an extremely difficult task as long as war memories and
emotions were high. To build Europe, one had to wait for the
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people who fought World War II to die, retlre, or lose most of
their polltlcal and corporate power. This is happening right now.
A new generation of Europeans is coming to power, a generatlon that
was fortunate enough never to have known the atrocities of war, not
to have known hunger. It is no coincidence that Europe 1992 is 47
years after the end of World War II. Forty-seven years is about
the time it took for the after-war baby-boomers to take control of
the decision process. The pace of the process is now exacerbated
by the recent upheavals in Eastern Europe. The catastrophe
scenario of total chaos in the former Soviet Union, followed by
millions of refugees in the West, convinced the European leaders of
the urgency of sorting themselves out.

Table 3

The EEC Member-nations
Country Admission Year
Belgium 1957
Luxembourg 1957
The Netherlands 1957
France 1957
Italy 1957
Germany 1957
United Kingdom 1973
Denmark 1973
Ireland 1973
Greece 1981
Port_ggl 1986
Spain 1986
Austria 1995
Finland . 1995

Sweden 1995

2. The Legislative Process

The entire unification process is put in the form of laws by
the EEC. The legislative authority in the EEC lies with the
Council of Ministers, but the impetus to the single market idea
comes from the EC Commission. This Commission produces proposals,
called Directives. Over 300 Directives have already been passed.
once adopted, decisions are forwarded to the member-states, that
have some time to adapt their internal law. The prov151ons of the
Directives can only be applied to individuals and companies through
national laws. Each Directive has to specify a time scale for the
different countries to comply with new regulations. The object of
the Directives is to implement, in all sectors of economic
activity, the ideas summarized by the three basic freedoms. These
are: :
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1. The free movement of capital:;
2. The freedom of establishment; and
3. The freedom of services.

2.1. Free movement of capital

Free movement of capital is of course essential to insurance
transactions. Cross-border monetary transfers need to be
liberalized without restrictions, to allow insurers to freely
transfer premiums, benefits, and claim payments, in the currency of
the ‘'recipient. The suppression of all foreign exchange controls
and capital movement restrictions was a clear preliminary step,
regulated by a 1988 Directive.

2.2. Freedom of establishment

Freedom of establisnment means the right ¢of an enterprise to
set up a subsidiary, a branch, or an agency, in every member-state,
subject to the same authorization requirements as domestic
companies. Several Directives have dealt with the implementation
of this freedom in insurance. They unify the regulations
concerning the financial resources of insurers, prescribe a minimum
guarantee fund and the solvency margin. They coordinate technical
reserves, balance sheets, and harmonize contract laws, removing any
existing compulsory contractual rule that restrict the consumer’s
freedom of choice. All new EEC laws have to state what is to be
mandated at the European level, and what is to be left to the
authority of individual nations. In the insurance sector, it was
decided to regulate solvency and the concept of branch separation
at the EEC level. States will keep competency in such matters as
taxation, contract law, and technical reserves. The new laws
assign the authority to verify solvency throughout the insurer’s
entire activity area to the home country. Solvency certificates
issued by the regulatory authorities of that country have to be
recognized by all nations (Principle of Home Country Supervision).
The level of the technical reserves will continue to be regulated
by the country of establishment of the company.

An important section of the Directives specifies the
establishment status of non-EC companies, including Korean insurers
if they wish to attempt to penetrate the European market. In many
respects, the financial conditions for foreign companies are
tougher than for EC carriers, with technical reserves and local
solvency margins being prescribed. This obviously constitutes a
source of potential discrimination. To eliminate it,  the
Directives specify that the Community may conclude reciprocity
agreements with non-Community countries. So far one agreement only
has been signed, with Switzerland. It provides a reciprocal system
for the establishment of direct non-life insurers domiciled in the
EC or Switzerland. This is a modest achievement, but a significant
one: it marks the first time that a sector of the EC is made
accessible to third-country companies.



2.3. Freedom of services

Freedom of services entitles an insurance company to write
business in other -countries directly across borders from its
domicile without being established in these countries. 1In other
words, freedom of services is the export of insurance services.
This freedom, granted long ago for reinsurance, coinsurance, and
insurance intermediaries, is now extended to personal lines. The
Directives have to regulate.both active and passive freedoms of
services. Active freedom is the freedom of an insurer domiciled in
one country to sell policies in another one without formally
establishing a subsidiary. Passive freedom of services is the
freedom of a policyholder to purchase a policy in another country,
either by direct contact or by using the services of a broker.

This short description of the legislative process -shows' that
the achievement of a common insurance market has received top
priority. The European Communities are creating, in several
stages, a global market for all financial services: banking,
insurance, investment funds. All European customers should be able
to select the best among an entire, continent-wide, range of
banking and insurance services. The suppliers of these financial
services should be able to sell their products throughout the EC,
without the impairment.of the anticompetitive restrictions that
abounded in many countries until 1992. The goal is to fully open
up those markets, that were until recently highly regulated,
segregated, and protected. The key words are here conpetition,
liberalization, deregulation. .

Despite the strong messages given by the European Communities,
the whole process turned out to be quite slow, given the
intricacies of the European insurance market. On the one hand,
this market was segregated into separate national segments, and
this had to cease.. Currently there are over 3,000 insurers in
Europe, almost all of them too small to be able to compete with
American and Asian giants within the Community and in third
countries. But on the other hand, the 15 national markets all have
specific characteristics and regulations, due to the behavior of
policyholders, the tradition of companies and regulators, and so
on. Too much deregulation too fast.- could have led to a fast
deterioration of the relationships between companies and their
consumers. The construction of a single insurance market thus had
to proceed slowly. It was felt necessary to begin with a
progressive harmonization of the different supervisory systems. So
the total freedom was only achieved on July 1, 1994. Oon that
date, the concept of a single EC license, conferred by the
supervisory authority of the country of domicile, came into force
throughout the European Community.



3. The Near Future

What can we expect in the European insurance markets in the
near future? First, increased competition, both between European
players already established, - and from outsiders who will be more
attracted than before by the new single market. Large companies
from Asia or North America will surely be interested by a single
market of 345 million people, representing more than 25% of the
world’s total wealth, and more than 25% of the world’s total
insurance volume. Competition is the main principle of Europe 92;
legislators hope that increased 1liberalization will release
anticompetitive forces, and enhance the efficiency and
innovativeness of companies.

Second, deregulation. Deregulation ideas are gaining ground
steadily, under the combined pressure of consumers and regulators,
and also from the increased temptation for. both bankers and
insurers to play on each others’ playground. The creation of a
single EC license has put countries with heavy supervision under
nuch pressure to deregulate. This liberalization had to include
domestic business. - If not, those countries would automatically
have enforced self-discrimination against their own companies.
Those changes did not affect equally all European countries. The
more protected or cartellized markets, like Belgium, were struck
more severely. In these countries where premiums were currently
excessively high, due to inefficient structures or price fixing,
local players are suffering. The other markets, like France and
the United Kingdom, were much less affected, since they are already
more open and competitive.

Finally, there will be a greater integration of the insurance
markets. Structures are clearly beginning to move in most
countries, especially in the countries that are now quite
segregated, and in the southern countries, where the potential for
growth is enormous. Expansion there is currently taking place at
a very fast @pace, through mergers, takeovers, cooperation
contracts, creation of local branches or agencies. Regulators in
several countries have even detected some changes in accounting
procedures: many companies are boosting bankrolls for takeovers.
Clearly, insurance companies all over Europe have prepared Europe
92. Many companies felt that they had to be present in all large
markets, that remaining a domestic insurer made them too vulnerable
to local economic or legal conditions. Many tried to attain a
greater size, that would enable them to practice on a full European
scale. The 1992 deadline has pushed many of the large European
groups into a strategy of growth, mainly by acquisition. The
general feeling is that the big winners of Europe 92 will be the
consumers, and the losers, small companies unable to operate
profitably in a battle of giants. Many think that, in the tough
competition to come, there will only be two kinds of survivors: the
niche players, and the large players. Many companies experience
the uneasy feeling of being too small, especially the companies of



the smaller countries.

The number of foreign operations is likely to explode in the
next few years. Twenty~five percent of European-companies have
expressed a willingness to internationalize their activities.
There will be a sharp increase of international buy-outs, mergers,
agreements, and acquisitions. It will take some time, as the
insurance industry is one of the most closed sector of Western
economies. The weighted average share of foreign insurers in
Europe is currently under 10%. It is 30% in Spain, but only 1% in
Sweden. Even in countries open to.foreign competition, like Great
Britain and the Netherlands, the share of foreign companies remains
small.

A likely scenario for the evolution of the European insurance
picture in the forthcoming years is the following. Despite freedom
of establishment and freedom of services, npational’ insurance
markets will persist for a transitional period, and retain their
individual, legal, social, and economic characteristics. At one
extreme, there will be the very large insurers, operating on an
Europe-wide or even worldwide basis. At the other extreme, there
will be small or medium-sized companies, that operate nationally,
or even locally, and will continue to do so. For these,
specialization in one geographical area will often be followed by
specialization in specific business segments.

So many companies in Europe nowadays are facing a crucial
decision. Either they must make the substantial effort required to
join the ranks of the large insurers operating Europe-wide, or they
must become increasingly specialized and confine themselves to
regional markets or defined market segments.

4. Automobile Insurance Markets After "Europe 1992": Two Examples

Automobile insurance is a good example to illustrate the
impact of EEC Directives in insurance markets. Before 1992, the
regulatory environments in the 15 EEC countries ‘were extremely
diversified. Total freedom existed in a country like the United
Kingdom: each company . there was free to set up its.own rating
system, select its own classification variables, design its own
bonus-malus system. At the other extreme, consumers from a country
like Belgium had little incentive to shop around for the best auto
insurance deal. All companies had to use the same rating
variables, the same bonus-malus system, and a contract wording
mandated by regulatory authorities. They all charged the same
premium, negotiated by the Professional Union of Insurance
Companies on their behalf. Many intermediate situations existed.
In Denmark, for instance, supervising authorities recommended
specific premiums, but insurers applied these regulations in a
rather loose way.



Obviously, the approach to rate-making and bonus-malus design
depends on regulation. If a tariff is imposed by the government-
and every insurer has to use it, there is no commercial pressure to
match the premiums to the risks by making use of every available
relevant statistical information. Supervising authorities may
choose, for socio-political reasons, to exclude from the tariff
structure certain risk factors, like age and sex, even though they
may me significantly correlated to losses. The government may then
seek to correct for the inadequacies of the rating system by using
a "tough" bonus-malus system. In a free market, carriers need to
use a rating structure that matches the premiums to the risks as
closely as possible, or at least as closely as the rating
structures used by competitors. This entails using virtually every
available classification variable correlated to the risks. Failing
to do so would mean sacrificing the change to select against
competitors, and incurring the risk of suffering adverse selection
by them. Therefore, the use of more classification variables is
expected in free market countries, which in turn decreases the need
for a sophisticated bonus-malus system.

To illustrate how vast the regulatory differences across
countries were before 1992 and the impact of new EEC laws, two
examples will be developed: the United Kingdom and Belgium.

4.1. The United Kingdom

The government department responsible for the supervision of
insurance in the United Kingdom is the Department of Trade and
Industry. The legislation relevant to the supervision of insurance
is directed primarily to the supervision of the solvency of the
companies. No attempt is made to control the extent of the
coverage provided by the policies, and companies are free to choose
their own rating structure and the premium relativities within
those structures. - It has been generally accepted that in a
business so diverse in character it would be useless to try to
safequard solvency by imposing minimum premium rates, and that
competition offers the best safeguard to policyholders against
overcharging by the companies.

The only time that an attempt has been made to control premium
rates was a period of a few years during the 1970s. Then, as part
of the arrangements introduced for the control of prices in
general, the larger automobile insurers had to obtain approval
before making any rate increases. Competition was relied upon to
control the rates of the smaller insurers. All insurers were
required to supply details of their increases, once these had been
made, to the Department of Trade and Industry. It should be noted
that the supervision of price control for auto insurance was placed
in the hands of the same government department that was responsible
for the insurers’ solvency. Throughout this period, companies
retained complete freedom regarding the coverage they provided, and
no attempt was made to regulate either the rating structure or the

- 4’3 —_



premium relativities within the rating structure. Attention was
directed towards the average rate of increase for the particular
company.

Insurers have tended to take full advantage of the freedom
granted to them to decide the extent of the coverage they provide
and the rating structure they use. There 1is considerable
diversity, although this applies more to the rating structure than
to the forms of coverage.

Compulsory insurance in the United Kingdom, first introduced
in 1930, was confined to coverage for personal injuries to third
parties (a coverage that has always been unlimited in amount). It
was not extended to the damage to the property, until the approval
of the December 30, 1983, second EEC Directive on motor insurance.
In practice, practically all policies already provided. the
coverage. So the effect of the change was largely confined to the
compensation arrangements required to meet claims in respect to
uninsured or unidentified vehicles.

Given that total freedom has always existed, Europe 1992 will
not affect much British insurers, and the following description of
the rating structure is unlikely to be modified.

About two thirds of the policies in effect provide, in
addition to coverage for personal injuries and property of third
parties, coverage for damage to the insured vehicle, usually with
a deductible. The practice, common in many countries, of issuing
a separate policy to cover damage to the insured vehicle, is not
adopted in the UK. In a typical case, a company would offer a
choice of six forms of coverage: third party only, third party with
fire and theft, and "comprehensive" with a choice of four
deductibles, including zero. There may also be optional extensions
to the standard forms of coverage, for example personal accident
benefits.

For each form of coverage, the premium depends on four main
categories of risk factors: (1) those related to the vehicle; (2)
those related to the policyholder and other drivers; (3) those
related to the use and the location of the risk; and (4) the
current entitlement to the no-claim discount (NCD). = A typical
rating structure would incorporate the following factors:

The Vehicle. Vehicles are typically classified into seven or eight
groups. A committee of one of the insurance trade associations
suggests the appropriate group for each new model that appears on
the market. Most insurers classify the models according to those
recommendations, although they may decide not to do so for a
particular model. A few insurers use entirely their own grouping.
The premiums for the highest-rated category may be three or more
times those for the lowest-rated category.



The age of the vehicle is taken into account by some, but not
all, insurers. Typically the premiums for new vehicles may be
about 25% higher than those for the oldest vehicles, for example,
those ten or more years old. Very old vehicles in the veteran or
vintage category, are considered separately.

The Policyholder and Other Drivers. The age of the policyholder is
taken into account by all insurers, although to varying extents.
The premium is highest for policyholders aged 17, falls fairly
steeply to around age 25, and may from then on fall at around ages
35, 50, and 65. The premium for age 17 may be twice the premium
for the lowest-rated ages. It is customary to charge a higher
premium when the vehicle is liable to be driven by any person,
other than the policyholder, under age 25. Discounts are normally
allowed if the driving is restricted to the policyholder in person
or to the policyholder and spouse.

The Use and Location. There is a present tendency to have fewer
categories according to the purposes for which the vehicle may be
used. Higher premiums are charged for vehicles owned by firms, and
for vehicles used for commercial travelling when the usage may be
very extensive or the risk may be especially high. All insurers
vary their premiums according to the district in which the vehicle
is garaged. Although that district may not correspond closely to
the region in which the vehicle will tend to be driven, it has to
advantage of being quite easy to determine. The claims experience
has been found to vary, in a reasonably consistent pattern,
according to the rating district. The ways in which the individual
areas making up the rating districts are defined vary from one
insurer to another: some use local authority boundaries while other
use postal codes. Furthermore, some group the individual areas
into seven or eight rating districts, whereas others use fewer.

Even if the number of rating district used by two insurers is
the same, the allocation of the individual areas to those districts
will often differ. Finally, the relationships between the premiums
for the different rating districts will vary from one insurer to
another. The premiums in the highest-rated districts may be
typically. about 50% higher than those in the 1lowest-rated
districts. .

The No-Claim Discount (NCD). The diversity found in the
rating structures used by the various insurers in the UK extends to
the NCD systems. The scales vary with regard to the number of
steps (typically six or seven), the rates of discount, and the
rules for moving up and down the scale. New policyholders often
start at an introductory 1level of discount, and the scale is
usually a bonus-malus scale with provision for the payment of
premiums higher than the starting level.

In each of the NCD scales, a policyholder will move to the
next higher rate of discount after a claim-free year. The rules



governing movements after one or more claims during a policy year
vary from one NCD scale to another. Table 4 is a typical NCD, used
by a major insurer.

Table 4
A Typical British Bonus-Malus System
Class Premjum Class After
(0] 1l 2 23
Claims
7 100 6 7 7 7
6 75 5 7 7 7
5 65 4 6 7 7
4 55 3 5 7 7
3 45 2 5 7 7
2 40 1 4 6 7
1 33 1 4 6 7

Starting class: 6.

New proposers will normally enter the scale at 25% discount.
Most insurers will allow a policyholder who comes from another
insurer the rate of discount that corresponds as closely as
possible to the rate he would have been entitled on renewal with
the previous insurer.

Most insurers will allow claims that are merely for broken
windshields or windows not to be counted as claims for the purpose
of NCD. Other insurers require an extra premium if such claims are
to be ignored for NCD.

Oon a strict interpretation, any claim -except perhaps for a
broken windshield- will count against NCD entitlement, regardless
of the nature of the claim or its cost. In practice, however, most
insurers do not take into account any claim (other than for fire or
theft) when the circumstances suggest strongly that the
policyholder (or driver) was not to blame. Thus there will be a
substantial disparity between the claims that are counted when
measuring the claims experience, and those which will affect the
NCD entitlement.

In the mid-1980s, many insurers have introduced so-called
"protected discount schemes," usually confined to policyholders who
have earned entitlement to the highest rate of discount or perhaps
the next-highest rate. These schemes take a variety of forms.
Some insurers allow policyholders with the highest rate of discount
to make as many as, say, two claims in three years, without loss of
NCD entitlement and without charging any additional premium. Other
insurers charge an additional premium of, say, 10% of the premium,
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and allow an unlimited number of claims without loss of NCD
entitlement. They may reserve the right of refuse to allow a
policyholder to continue to pay the additional premium and have
further years with protected discount.

With all the diversity that exists between insurers concerning
the rating factors, the way the factors are defined, the number of
categories for each factor, and the premium relativities, clearly
any individual will be able to obtain a wide variety of premium
gquotations. There are over 20 insurers with market shares between
2% and 12%, and there is active competition for the available
business. In view of this competition, it is perhaps rather
surprising that there continues to be such a wide variation in the
premium rates.

Some insurers operate a points rating system, the first of
these having been introduced in 1970. Table 5 provides.an example.
The total number of points is converted to the'commercial premium
using the formula:

(Premium) = (Basic Premium) x (1.06)P°!"* x NCD

So the premium roughly doubles for each increase of 12 points.



Table 5
A Points Rating System

Rating Factors Table of Points

Rating District S A B C F
0 2 3 4 9

If left in road overnight in D, E, or
F, +1 point (except third party only)
7

Vehicle Group 2 3 4 5 b

1
0O 3 5 8 12 15 18

Age of Vehicle 0-3 4-5 6-7 8-9 10+
4 3 .2 1 0
Age of Proposer 17 18 19 20 21 22 23 24 25-34 35-49 50+
Oother drivers under 25
- None 121110 9 8 7 6 4 2 1 0
- One or more 13 12 12 11 10 92 8 6 5 5 4
Class of Use Farmers 1-2 3 4
0 2 7 10
Cover and Driving Restrictions Comprehensive Third party
Deductible only +fire,theft
0 £25 £50 £100
Any Driver 15 14 13 12 4 2
Restricted Driving 13 12 11 10 2 o
Optional Extension - Comprehensive Other policies
Personal Accident Benefits B § 2
4.2. Belgium

In the United Kingdom, complete freedom has nearly always been
in force for all insurers. The introduction of EEC Directives only
produced minor modifications in the way auto insurance was
conducted in the country. The Belgian situation is entirely
different. Decades of protectionism and heavy regulation had
created a very inefficient cartel of insurers, that was extremely
reluctant to change. Consumers had few rights. Europe 1992
created a major shock for most insurers, and a rude awakening from
many years of stability.

4.2.1. The Situation Before 1992.
Third party liability insurance was made compulsory in Belgium
in 1956. Before 1992, the tariff for the computation of premiunms

was prescribed by a 1971 ministerial decree. Every company had to
apply rates, that were based on very few classification variables.



All companies had to use the same bonus-malus system. All premium
increases had to be suggested and defended by the Professional
‘Union of Insurance Companies, on behalf of all insurers. The
situation in Belgium before 1992 was thus not very far away from
the Korean situation then: a high density of regqulation and a
market tariff that had to be approved. An important difference
between the two countries lied in market concentration. While in
Korea, in 1990, the five largest companies had a combined market
share of 81% in life and 62% in non-life, corresponding figures in
Belgium were under 30%.

The Engine Power of the Vehicle

In addition to a fixed premium of BF 2,292, policyholders had
to pay BF 84 more per horsepower (HP) up to 75 HP, and BF 25 more
per additional HP. HP above 250 were disregarded. <These- 1971
amounts were in principle pegged to the official cost-of-living
index. )
The Bonus-Malus System

This system is described in table 6.

: Table 6
0ld Belgian Bonus-Malus System
Class Premium Class After
0 1 2 3 4 5 26
Clainms

18 200 17 18 18 18 18 18 18
17 160 16 18 18 18 18 18 18
16 140 . 15 18 18 18 18 18 18
15 130 . 14 17 18 18 18 18 18
14 120 13 16 18 18 18 18 18
13 115 12 15 18 18 18 18 18
12 110 11 14 17 18 18 18 18
11 ’ 105 10 13 16 18 18 18 18
10 100 9 12 15 18 18 18 18
9 100 8 11 14 17 18 18 18
8 95 7 10 13 16 18 18 18
7 90 6 9 12 15 18 18 18
6 85 5 8 11 14 17 18 18
5 80 4 7 10 13 16 18 18
4 75 3 6 9 12 15 18 18
3 70 2 5 8 11 14 17 18
2 65 1l 4 7 10 13 16 18
1l 60 1 3 6 9 12 15 18

§Earting class: 6 for pleasure use and commuting, 10 for business
use. A policyholder with four claim-free years cannot be in a
class above 10. :



Policyholders wishing to move to another insurer had to obtain
a certificate from the preceding carrier, stating the attained
bonus-malus level. Companies operated a very efficient information
system to check driving licenses and bonus-malus levels. To this
day, Belgium remains one of the few countries where it is extremely
difficult to "evade" bonus-malus rules by switching to another
carrier.

The Use of the Vehicle

The sedentary drivers -those who use their vehicle exclusively
for private purposes and for commuting- entered the bonus-malus
system in class 6. They thus enjoyed a 15% discount by comparison
with the business users, who entered the system in class 10.

The Age of the Driver

A very moderate deductible (about $US 150 today) was applied
to all accidents at fault provoked by a driver under the age of 23.

As is typical for countries with intense regulation, very few
classification variables were used: territory was not selected as
a rating variable. The effect of variables like age of driver and
use of vehicle was extremely mild, compared to other countries.

Note that the 1971 decree instituted maximum rates. No
company was allowed to charge more than these rates. Insurers were
allowed to grant a 10% discount without permission, but in pract1ce
only a handful of small companies charged less than the maximum
permissible rate. One large company obtained permission to award
discounts in excess of 10%, Jjustified by the fact that its
commission rate was well below the prescribed rate of 17%.

Another peculiérity of Belgium is that the coverage provided
by third-party liability policies is unlimited.

4.2.2. The 1992 Law: Impact of EEC Regulations

The approaching 1992 deadline forced insurance companies to
undertake a major revision of the way the auto insurance business
is conducted in Belgium. Pro-consumer European laws induced
insurers to make important modifications in the contract wording.
A new rating system was devised. Regulatory authorities accepted
transitory conditions that would allow a "soft landing." Fearing
that the sudden introduction of complete freedom could destabilize
the market, a transition law was enacted in September 1992, as a
first step away from a totally regulated system. Several of the
changes are described below; the vast majority provide more freedom
to the consumer.

* Complete freedom was introduced for heavy trucks, taxis, busses
and coaches, and other special vehicles. The tran51t10n period



concerns the other categories: personal cars, motorcycles, light
trucks.

The 1971 decree mandated l0-year contracts. Policyholders were
only allowed to change carriers every five years, after an
initial 10-year period! This incredibly long policy duration
was first reduced to three years, then to one. Nowadays, all
policies are one-year contracts, with tacit reconduction.

While the 1971 decree prescribed commercial premiums, new laws
mandate minimum pure premiums, without any reference to the
loadings for commissions, operating expenses, profits, etc. Now
companies are free to add whatever loading they wish. This
created a downward spiral in commissions. Most companies now
only award commissions under 10%, way below the preceding level
of 17% (which may be considered to be exorbitant, given the
compulsory nature of the contract and the 10-year standard
duration).

The concept of a priori regulation (premiums approved by
supervision before application) was replaced by a posteriori
control. In the past, every premium increase had to be
negotiated between the regulatory authorities and the
Professional Union of Insurance Companies. In the future,
companies will be free to set up their own rates, provided they
satisfy all requirements, and communicate them to the control
authorities after implementation. Supervisory authorities will
only step in the process for companies charging abnormally low
premiums, that could jeopardize their financial stability.

Companies that made a profit are now allowed to redistribute
part of it as dividends. Dividends cannot depend on claim
experience. They have to be awarded even for customers who have
just switched to another company.

Belgium, as most European countries, uses a strict tort system
in auto insurance. When a driver was at fault in an accident,
neither he nor his family was entitled to any compensation for
personal injuries. Now the immediate family will be covered,
leaving only the driver as responsible for his own injuries.

Following the French example, a no-fault rule was introduced for
cyclists and pedestrians; when hit by a car, regardless of
fault, their personal injuries will be indemnified by the
driver’s insurer.

EEC Directives prescribe a minimum amount of coverage per
accident victim and for property damage. This did not affect
Belgium, as policies already provided unlimited coverage.
Similarly, the compulsory introduction of a "guarantee fund" to
pay for losses provoked by an uninsured or unidentified vehicle
did not create any problem for Belgian insurers, as such a fund



*

had been put in place long ago.

An incorrect description of the risk by the insured will from
now on only lead to a cancellation of the policy if there was
fraudulous intent.

If a claim is reported late, the policyholder will in the future
only be sanctioned if the carrier suffered a loss due to the
delay.

If the premium is not paid on the day of renewal, the policy can
now only be canceled two weeks after a reminder has been sent.

The previous policy wording entitled the insurer the right to
cancel a policy after a clainm. This clause now becomes
optional. If the insurer selects the clause, the pollcyholder
automatically has the same right.

If the insurer cancels one coverage of the policy (say, the
collision part), the policyholder has now the right to cancel
the entire policy.

Before 1992, insurers applied an interesting "double indemnity"
systen. In case of a property damage claim, it was common
practice among victims to obtain a high estimate of repairs at
an expensive body-shop, then to pocket the indemnity and have
the car repaired in a cheap shop, or not repaired at all. The
double indemnity provision successfully fought this practice by
offering a choice to the victim: either have the car repaired at
the shop where the estimate was made, or pocket a lesser amount,
about 20% less. This provision was ruled illegal by European
authorities. )

A new bonus-malus system was introduced, after several years of
discussion with regulatory authorities. An apparently
1nescapable consequence of the implementation of a bonus-malus
systen is a progressive decrease of the observed average premiunm
level, due to a concentration of policies in the hlgh-dlscount
classes. With claim frequencies averaging about 10% in Europe,
it would be necessary to penalize each claim by nine classes to
maintain a balanced distribution of policyholders among the
classes. Because such severe penalties seem commercially
impossible to enforce, most policies tend to cluster in the
lowest classes of the bonus-malus systemn.

The old Belgian system, described in table 4, was designed for
an average claim frequency of 33%, as the penalty for the first
claim was two classes only. The much lower claim frequenc;es
observed since the 1974 first oil shock created an 1ncrea51ng
lack of financial balance. Over 65% of the policyholders in the
lowest class in 1992, over 80% of policies in the three lowest
classes, and less than 0.5% of policies in the malus zone. Out
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of a premium income of 2,511 million Belgian francs, a large
company awarded over 866 million of bonuses in 1992, while it
recovered only 1.3 million in maluses. This produced an average
discount of 34.44%, compared with the basic premium at level
100.

When the distribution of policies in the classes of a bonus-
malus system becomes so unbalanced, the main reason for the use
of an experience-rated premium -to have the bad drivers pay
substantially more over the long run than the good drivers- is
essentially lost. Even drivers with a claim frequency of 20%
(twice as bad as the average) will end up in class 1. They will
spend most of their driving lifetime in that class, only
occasionally moving to class 3 after a claim. The main victims
of the system become the young policyholders, who have to start
their driving career at level 6 or 10, and need sevéral claim-
free years to reach the average class. The flow of hew drivers
paying this implicit surcharge creates a constant subsidization
of the class of adult drivers by the youthful operators.
Instead of penalizing the bad policyholders, the bonus-malus
system had become a tool to surcharge inexperience.

To achieve a better spread of policies in the classes of the

system, a new bonus-malus system was enforced in 1993. It is
described in table 7.
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Table 7
New Belgian Bonus-Malus System

Class Premium Class After
0 1 2 3 4 25
Claims

22 200 21 22 22 22 22 22
21 160 20 22 22 22 22 22
20 140 19 22 22 22 22 22
19 130 18 22 22 22 22 22
18 123 17 22 22 22 22 22
17 117 16 21 22 22 22 22
16 111 15 20 22 22 22 22
15 105 14 19 22 22 22 22
14 100 13 18 22 22 22 22
13 95 12 17 22 22 22 22
12 90 11 16 21 22 23 22
11 85 10 15 20 22 22 22
10 81 9 14 19 22 22 22
9 77 8 13 18 22 22 22
8 73 7 12 17 22 22 22
7 69 6 11 16 21 22 22
6 66 5 10 15 20 22 22
S 63 4 9 14 19 22 22
4 60 3 8 13 18 22 22
3 57 2 7 12 17 22 22
2 54 1 6 11 16 21 22
1 54 0 5 10 15 20 22
0 54 0 4 9 14 19 22

Starting class: 11 for pleasure use and commuting, 14 for business
use. A policyholder with four claim-free years cannot be in a
class above 14.

The new system attempts to achieve a delicate balance between
the interests of the all parties: the good and the bad
policyholders, the young and the experienced drivers, the
insurers. The main characteristics of the new system are:

- ©Transition rules are more severe. The penalty for the
first claim increases from two to four classes. The
penalty for subsequent claim increases from three to five
classes. This will result in a better spread of policies
amcng the classes.

- Four "superdiscount" classes, one at level 57 and three at
level 54, are introduced. This introduces a partial
forgiveness of the fist claim for the best drivers. One of
the major complaints of consumers against the old system
was that the same penalty applied to all drivers of the
best class, irrespectively of the duration of their stay in



the class. In the future, the penalty for policies at the
minimum level will depend on the number of years at that
level.

- With the exception of the upper classes, the premium
reduction per claim-free year is now a constant percentage.
While in the past this decrease was five premium levels, it
is now five percent of the preceding level.

~ Premium differentials between successive classes have been
reduced. In terms of number of classes, the penalty for
each claim has been doubled. However, the premiun
increase, while more severe than under the previous systemn,
will not be doubled.

4.2.3. Since July 1994: Complete Freedom

Complete freedom is in force since July 1994. At this point,
several companies have taken advantage of this liberalization to
introduce age and sex of driver, and territory, as rating
variables. Otherwise, there have not yet been major changes in the
bonus-malus system, the selected rating variables, and the policy
wording.

Following the July 1, 1994, implementation of the single
license concept, no less than 150 foreign companies have indicated
a willingness to operate on the Belgian market. Domestic insurers
must brace themselves for a very fierce battle for market shares
and survival. For them, Europe 1992 represents a major challenge.
Many are expected not to survive the battle. Those who manage to
adapt to new conditions will emerge as stronger, more dynamic, more
innovative players in the single European market.



