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It is a great honour for me to be before this Conference and to be able to
expose some coensiderations on insurance, institution to which I have dedicated

my whole professional life.

It has bheen many years since MAPFRE, and I personally, have realized that .the
body of Latinamerica represents a great political force to which we feel tied
by sentimental and cultural bonds as well as by political strategies,and these

bonds we want to strengthen as much as possible.

Within Latinamerica, Brazil constitutes a great country occupying a vast area
of its territory and offering a special dynamismn and will towards growth and

progress.

Because of that and other reasons, Brazil has been familiar to me for many years.
I have tried to analyze its institutions and get as closer as possible to itgr
people,and that is why this occasion is to me much more than the opportunity to
express my poirnts of view; it is an impertant milestdne in both my personal and
working life,

To all of you, Brazilian insurers, to all tﬁe organisms and corporative institutionsg
which have participated in the_organization of this Cohference, in particular tc“=ﬁ— 
your Federation, the Sindicate af Minas Gerais and the I.R.B. to which I have been '

related and have even collaborated in its Magazine for over thirty years, thank

you very sincerely for the opportunity you have given me.

At this moment I wish to also dedicate a memory to that old friend and great insurer
who brought the name of Brazil to every zone and market in our ﬁrofession, Angelo
Marie Cerne, whose friendship hoﬁﬁufed me and to whom I want._to offer a special
thought. Another, not less dear to me ané great friend, Raul Telles Rudge, to

whom the Brazilian insurance will always be in debt for his technical knowledge
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and profound humanism.

1.

GEOPOLITICAL PERSPECTIVE

This decade is born in moments of deep crisis; not deriQed from the present
situations as such, but possibly from the style of civilization and way of
living. The BOfs will confirm if we are the witnesses of the end Qf a period
of continucus improvement or; if simply, there has been a lack of sociological
adaptation to new technologisms, to industrialization level, or to freedom

possibilities unreachable a short while ago.

The huge mistakes of long-term planners are on the clear now. They could not
foresee crisis as obvious as that cof the energy, of the iron and steel industry

and of the automobile.

Powerful groups of enterprises using the most prestigious eccnomists and the
most sophisticated electronic equipment for situation analysis, have found

themselves with sudden and inimaginable surprises.

Which value can then be given to the forecasts of those who only exercise
futurclogy as a mental dialectic with scarce information, and perhaps distorted

at that, and with no other alternative than the pure speculative analysis?

Even under those conditions, forecésting hypothesis are needed. The business
man always has to anticipate the future so as to prepare his area of responsa-
bility to the most likely situations'ready to readapt them should a different

one arise.

Under these premises, I would dare to predict the following for the next

future:
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II.

d) Spain and Portugal will see their role in the European scene increased

in an important manner due to the inevitable scciological displacement

towards the South and their privileged situation, organic enclave with

Latinamerica through the Canaries, Madeira and Azores and with Africa

L
with which northern territory will be socially amalgamated iﬂ the coming 7
centuries. ' : .
Under these circumstances, is there any doubt of the important challenge
presented to the Latinamerican and Iberian Peninsula countries where'we have
an alternative which depends on our efforts and collective will to overcome? !_
In our hands lies one of the following orientations: JiL
&

* That the vegetative growth, difficult to be stopped, is turned

b3
into an increase of problems and decadence of autocchthonous g
R
cultures infiltrated by foreign sociological attitudes or ::
ideoleogies. B

* That, retaining our own identity, use the new force to augment
the influence of criteria, ways of being and ways of life which
have still incredible similarities in spite of the distance

among many of our countries. S

SOCIOECONOMICAL COMMENT .if
Although by the end of the sixties some serious problems had appeared, the
last decade began with the belief that the unlimited development and economic

structure of the western world was stronger than ever and would allow for a

long~-term stability in spite of recession cycles which would be easily absorhbed.

This prediction was not met and the energy crisis appeared along the decade.

That crisis should be regarded as the symbol of the error of purely material
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occupation, great dosis of imagination and, above all, the whole cooperation

of the united population in each country. b

This will, ‘ocbviously, entail problems and social frictions. In Spain at the

present moment it can be observed a better understanding of the real situation

and the identification of the workers with the national objectives. From all
this depends our future and this was also the reason of the success of Japan

and Germany as it could be of Brazil in future years.

At all events, there is something that we will all need to overcome the

difficulties and convert the above forecast into reality:

* Sacrifice. Adeguately distributed ameong all social classes.

The supervision and responsability of its fairness will fall up- o

3
(3P

on the government who will have to face demagogical agitations
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in each sector (not only from the workers) which will claim

o

to be the only one supporting that sacrifice to the benefit

of the rest. -

* savings. Irreplaceable growth base and economic improvement-. :

which means accumulated work not used in consumption but to

increase private or public patrimony. Governments can regulate

"

this as follows:
Directly. The socialist countries are an example, though
: not the only one, of creating saving with very low salaries

which are neither contested nor improved in practice,

Indirectly. With incentives in order to favour saving, the
contractual one in particular, and to sanction those expenses

not socially necessary. -
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III.

. * Investment. By using the accumulated saving funds to create
| starting poin£s so as to make profitable the existing natural
wealth, especially in those countries where the same is
considerable; or in order to obtain more profitability of
the working capacity of its pcﬁulation which is the base of
the increase of employment level and of the average economic

‘level.

The economy of a country and the balance of its future and cautious development,

depend on savings cleverly invested. It is not difficult to see its connection

with insurance and the specific social responsability we, insurers, have.
Although I have not been able to prepare it for this lecture, I suggest to my
Brazilian friends the study of the Japanese case in depth and the sccial role

that Life insurance is playing in that country.

INSURANCE IN THE 80'S

It seems probable that, within this decade, insurance sees its institutional
consideration more highly appreciated; especially if it becomes one of the
long-term investment channels, in fact, of a greater social interest because

it inevitably requires stability and continuity.

One must not forget that insurance has twoc basic fuﬁctions comparable to
those of a reservoir, which avoids the effect of pluviometry and needs to
accumuléte liguid element which will eventually give a benefit of its own.
* The first and direct one. To serve as regulating valve of
deviations derived from occasional facts, individual or
collective; so as to allow the continuity of éatrimonies
{individuail, familiar, collective or industrial) through

the payment of a budgeted fixed amount.
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* The second and indirect, essential to the one above, is
the substantial and progressive accumulation of funds
and their cautiocus investment which gives it a relevant

collective social role.

Since last century, insurance has been a decisive economic factor in the

anglosaxon countries, ﬁnited States and England and its Commonwealth in

particular, and, more racently, Japan and the North of Europe. The reason

is that the social function of Life insurance as propeller of the contractual

saving within a system of free individual decision, has been recognized there. -«

This, which appeared in a natural manner in the XIX century, has been the

consequence especially in Germany and, I believe, in Japan, of a responsible

political thought during the last years, which results are easy to appreciate.

In the addenda of my lecture I am showing some interesting figures on the
evolu_tion of insurance in Brazil and in other countries during the decade

of the seventies,

I think the following aspects are worth emphasizing:

Wt

* The Brazilian insurance market, as well as that of my own country,
have reached a very important premium increase. In Brazil in
particular total premiums have been multiplied more than six and .. g;f
a half times, six times in Spain, six times point three in Germany, 3

four times in France and three times in the United States.

.

* The patrimony (assets and surplus) too has experienced an
important increase, though not homogeneous, with Brazil standin;g
out clearly with more than eight times and a half and Germany

"with eight times. On the contrary, Spain with five times and
the United States with two times have not maintained their

premium increase, which in France, however, has run parallel,

N P







b} .In-depth territorial de-centralization in the insurers

<)

operations so as to bring their service closer to the
clients and obtain their leoyalty by making them feel

they are close to those who make decisions.

With this direct relationship, the abuse, or simply,
the ‘passivity in the service to the client will be
more difficult; this is more or less inevitable in the
big centralized organizations, where those responsible
for decision-making never really meet the clientsor

face their problemg directly.

In this sense, the experience of the Spanish insurance
in the seventies is an interesting examéle and this is
an important and positive asﬁect for the smali comﬁanies
directly connected with a geographical area. These, at

least in Spain, are unbeatable.

Greater diffusion of automobile insurance which in Brazil
represents only- 80% of fire insurance, whereas in Spain

surpasses-it three times.

This insurance, which demands productivity and de-centralization,

ooy
.

augments the contact with the public and -is a powerful-instrument~-~~'

for market penetration.’

For reasons-I-do not exactly know, Brazil has a smaller- share
in this line than .the important countries of the world,.a

situation which, undoubtedly, will be corrected in the eighties.
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d) Higher growth of the gresent individual life insurance
with savings; This is shared by the Sﬁanish ingurance
where, like in Brazil; the figures for life insurance
are very modest in comﬁarison with those of the United

States or Germany.
If all this is achieved, the premiums of the Brazilian insurance should represent
2,0% of its GNP and its patrimony 2,5% of said GNP and become an important factor

in its economic life and social development.

SOCIAL RESPONSIBILITY OF INSURERS

It is not easy that a more fundamental role in the economical and social institutional
force {without the threat to disappear at the first political fluctuation) is awarded
to insurers unless they become aware of their responsibility and are ready to offer
to the pecple and to the governments a highly efficient administration and a great

transparency in their operation and in the investment funds.

The insurance institution, besides being a private activity which may produce a
profit to its owners and to those who work for it, is an institution basically

involved in the structure of a country. Only by accepting the obligations which
thereby arise, we, insurers,may achieve that essential alliance with the governments,
and hold aﬁ important.part -in the establishing of nationai savings. and in the

distribution of its investment.

We need to act as a social force in the public interest within a frame of competition
and not as a speculative Sody, source of wealth accumulation for restricted social

sectors.
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d) Gfeat clarity in the managérial responsibility and in the results
of the different areas §f operaticn is éssential. The primary
ocbjective for the big insurers is to avoid bureaucratic monsters
whose performance lack both the possibility of individual aims

and the responsibility of decision-making.

e) It is advisable to profit'froh the perspective of the structural
changes in econony in order to be pioneers in the answer to the
new needs for "security™ which are opening in very diverse fields

within a country. This should work both in the protection of human

service which also helps to reinforce our institutional presence.

f) As a secondary but important geoal it should also be considered that

BTSRRI R

the drive of art and culture; -the promotion and impulse of sports,
the contribution to the ethnic balance and other asﬁects where the
economic poﬁer of insurance can fill gaﬁs is frequently forgotten
by the governments, but are of great importance for the gquality of &
life within a country. I have heard of important sponsorship cases

the
in your country which deserve maximum praise.

V. DEVELOPMENT OF- LIFE. INSURANCE

Ag you can cbserve, a majér part of my exposition turns around.the soaiai‘importaan:
of insurance through its participation in the capitals and savings markets. - 7%
Unfortunately, this go;i-faces the difficulty of creating a life insurance with-
savings market in countries with a high inflation level. A vicious circle is then

reached, so much so that, if there is inflation, there cannot be life insurance

and the ahsence of savings through life insurance hinders the economic-balance.--
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Therefore, it is not enough to express good wishes about the growth of life
insurance; it is necessary to find a way, difficult and slow as it may be,

through which this goal is reached. : -
Inflation affects both pure risk life insurance and savings life insurance.

In order to covercome the defects of inflation in risk insurance, any ingenious
system of annual revaluation of ﬁremiums and capitals is valid, with an _adjustment
to egual the cost of the érogressive éremium with the years; the insurance entity
must also be prepared to admit the anti-selection by increasing the capitals

.originally contracted.

In the case of savings insurance or combined risk and savings insurance, the
solution of inflation is more difficult and its management more complicated
becaus+ although its coverage can be periodically adjusted by increasing the ' iﬁ
premium, the accumulated reserve of the policy is not brought to date unless 3@

an investment rate is obtained which is higher than the inflation level.

However, I believe that in spite of the 4ifficulties this could be overcome

if emphasis is put onto the fellowing aspects:

a) To bestow the insurance- companies with a financiai and investment -
service, capable of obtaining the maxigum profitability, which, at
least in Spain, will never be equivalent to the inflation rate.
This could be sufficient if the net financial results improve

the investments which are within the reach of the normal public.

k) To recognize the social interest of life insurance and to cbtain

help by means of two types of government measures:

--1/-l- -
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which survi;;srin Spite'of the difficulties. In my opinién, it will augment
substantially if the government fgcognizes its importance and some type of
incentive is granted to u=.

MAPFRE VIDA, established less then ten years ago, has become the first insurance

company in individual policies and the second if group insurance is included. Its
market share is close  to 20% in individual life insurance and nearly 9% group and

individual insurances combined.

This has been obtained by a formulae which guarantees the insureds an ample
participation in the prcfits of investment of the technical reserves. We are not
entirely satisfied with the results and,-perhaps,~we have not even been totally
right but we believe that cur formulae, adapted toc every market and situation,

offers a real method for life insurance including savings.

Despite-a higher inflation, Brazil has been a pioneer in discovering formula which
maintain alive the individual life insurance in its market. The adjustment of
premiums, pre-established in the pelicy by meané of an annual percentage, has been
an important start, the further adjustwent of premiums, rents and capitals, based
on the deviations of the Readjustable Bonds. of the National Treasure (CRTN}, or on
the evolution of the"Maior Valor-de. Referencia"as some -insurers apparently-do, is
undoubtedly a progressive solution which will.be final and decisive when:the
deviations; both of the ORTN and of the "Maior Valor-de Referencia" will run - -~

parallel to the monetary devaluation, with.z-maximum.unevenness of 10%. -

The figures I have been given do not permit me to determine the influence of the
monetary correction in the market evolution; I do not know whether there has not
been time encugh for them to prove themselves or that the evolution of group

life_insurance has been interfering through the renewable-individual insurances...

which have received a great impulse -in-yéur:country. - ..

‘ﬁé.;.

c.“';g A

53




Zie -

The so-called "Previdencia Privada", supplementary system of social security in
the form of capitals and income, has been presented before this Conference as a

field to be occupied by insurers.

To me, the inclusion of this subject has been one of the great interesting items
of this conference because it deals with the insertion of a reality which insurers

have been sistematically familiar with for a long time, within an insurance portfolio.

My knowledge of this system is superficial, but, as insurer , I detect the importance
of such. an attractive subject which can provide a wider scope to personal insurance .

in the future.

I would like to point out that, in the United States, an insurance company, the

Prudential, is handling the greatest volume of pension schemes, a very diversified

formulae somewhat parallel to your "Previdencia Privada”,

The technical proximity between life insurance and the "Previdencia Privada” is
such, that it is possible,and, no doubt, convenient,to prepare studies jointly
with life insurance; I would also feel'highly satisfied if Spain and Brazil could

collaborate in the same so that collective offers could be presented to variocus B

governments with formula contributing Fo an internatioﬁal pramotion plam for
private institutions,. thus favouring the saving which :is susceptible to long-term - __:
investment, 7 U
I herewith finish @y lecture hoping to have caught your interest -and, above all,

that it can serve in some respect to orientate the future of your insurance market

in a line of social respongibility and service to the public, This may sound

idealistic and thecoretical but I can érove‘that it is the best method for

institutional and professional success,.

Thank you very much for your attention.
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MACROECONOMIC DATA

. YEARS
& COUNTRIES
3 1.968 1.969 1.970 1.971 1.972 1.973 1.974 1,975 1.976 1.977 1.978
BRAZIL 32 37 42 49 58 80 97 111 126 146 163
SPAIN 26 29 37 a4 54 72 89 ég 102 108 161
o | vsa 871 934 981 1.061 1.168 1.302 1.407 1.526 1.696 1.889 2.112
© | FRANCE- 122 126 142 167 178 237 . 287 313 336 397 472
GERMANY 133 162 186 231 258 340 409 393 476 569 702
BRAZIL - 88 91 92 95 98 101 103 106 109 112 115
ol
SPAIN 33 33 34 34 34 35 35 36 36 16 37
B '
8 usa 201 203 204 206 208 210 211 214 215 217 219
£ _
3 | France 50 50 51 51 52 52 52 53 53 53 53
2N
GERMANY 58 59 61 61 62 62 62 62 61 61 61
G.N.P, in US-$ billions; POPULATION in millions.







GROWTHS OF THE DECADE (%)

NA'(I;'?.SEJE:L mnsurance | - A iﬁg 5 INSURANCE
COUNTRIES PRODUCT POPULATION PREMIUMS SURPLUS | EMPLOYEES
BRAZIL. 414 31 581 738 107
SPAIN 521 12 506 362 26
USA 142 9 180 130 N.A.
FRANCE 287 7 324 407 N.A.
GERMANY 426 6 524 646 10

This chart shows the percentual deviation of each figure in the last

ten years with data available.
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RELATIVE FIGURES

|  ocnp preEMIUMs | ASSETS AND| ASSETS AND PREMIUMS PER |- - PREMIUMS PER
COUNTRIES “"PER CAPITA" TO SURPLUS SURPLUS, EMPLOYEE - - . - - INHABITANT
(DOLLARS) GNP (%) TO GNP (%) TO PREMIUMS (%) | (thousands of dollars) {DOLLARS)
69 409 0,7 0,6 77,5 21,5 3,1
BRAZIL
78 1.412 1,1 1,1 93,7 59,1 15,9
69 862 1,7 2,8 166,5 19,5 14,5
SPAIN .
78 4.375 1,6 2,1 130,3 75,5 69,8
. 69 4.609 6,8 28,5 421,2 N.A. 311,9
78 9.657 7.6 28,2 370,8 134,5 733,7
- 69 2.504 3,2 7,2 226;1 N.A; 79,4
FRANCE :
78 8.851 3,5 9,4 267,0 145,6 311,4
GERMANY 69 2.754 3,9 9,7 247,6 34,6 107,9
78 11.452 4,8 13,7 288,8 167,0 547,7




THE PRINCIPAL INSURANCE GROUPS ‘

1.969 : 1.979 (or 78)
counrrzgs | Mo of INSURANCE MARKET ' INSURANCE | MARKET
order | . GROURS | SHARE (3} GROUPS . SHARE(%) |
1° ATLANTICA 11,7 SULAMERICA 14,4
BRAZIL 2° SULAMERICA 9,7 ATLANTICA 14,0
3° INTERNACIONAL 5,6 " ITAU 6,6
' TOTAL: 27,0 TOTAL: 37,0
1° UNION ¥ FENIX 6,3 UNION ¥ FENIX 4,9 .
SPAIN 2° ESTRELLA 3,6 MAPFRE . 3,8 -
3° BANCO VITALICIO 2,9 CATALANA 3,0 >
TOTAL:. 12,8 TOTAL: 11,7
1° N.A. N.A. PRUDENTIAT, 5,3
USA 2° ¥.A. N.A. AETNA 4,7
30 N.A. N.A. STATE FARM 4,2
TOTAL: N.A. TOTAL: 14,2 -
1° | H.A. N.A. UAP 4,3
FRANCE . 2° N.A. N.A. AGF 3,6 E
3° N.A. N.A. GAN 2,7 o
TOTAL: N.A- TOTAL: 10,6
1° ALLIANZ 19,3 ALLIANZ 17,2
GERMANY . - 2° COLONIA 4,8 | coronma 4,2
3° GERLING .~ 4,0 | cErume - 3,5 =1
TOTAL: - 28,1 - TOTAL: 24,9

USA data correspdnds to 1.978. In. 1.979.the AETNA-Hdas reached. . |
the first positidn over the PRUDENTIAL; but market Shares ——

corresponding to this year are unknown.




