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such as the famous case of ATT - in order to promote competition.
On a personal level, let me say that MAPFRE itself is carrying
out a "divesture" plan, which we call MAPFRE System/85, with the
total separation o©f its activities in three main areas (Life,

Automcobile and General Insurance/Reinsurance) without comuon
services, subject only to budget and auditing control and to
minor procedural restrictions; thus we will cease being a “"group"
in order to become a "galaxy" in some way like Japanese
Zaitbatsu. .

As you will see, the three terms converge into two objectives:
the search for "freedom" in economic activity, and the eliminat-
ion of a Dbureaucracy that destroys the vitality of businesses,
changing corporations into simple "dinosaurs".

The subject of "deregulation" is political inasmuch as it affects
the dynamics of social structure; it is economic inasmuch as the
balanced development of national wealth and the creation of
powerful instruments of economic management depend on it; and it
is sociological inasmuch as it affects the organisation and
structure of social life. It is also juridical, and you are the
jurists who - taking into account the social reality and major
political tendencies of a country = must construct the "legal
principles" of our institution, not merely the administrative
standards that Government officers produce. In this regard, 1
must point out the permanent present and future uncertainty
within the Anglosaxon concept of law, which ties in with Roman
law in its permanent "social" construction stemming from custom
and jurisprudence, and the Continental concept, partly of German-
iec origin and expanded in the Napoleonic Code, "regulatory", with
detailed standards for activities of a particularly economic
nature. Both "deregulation" and "self-regulation" are pro-Anglo-
saxon and anti-Continental reactions.

Regarding the political aspect, "“deregulation" represents a
reaction against statism, whether it comes from Marxist-influenc-
ed 1ideology or from the natural pragmatic result of bureaucrats
having aspired toward “more power" and "wider influence" through-
out all times, all governments, and definitely all countries.

In an ‘"intuitive-trascendental" way, "deregulation" recognises
the great effort necessary to confront the problems of the free
man, that c¢ould be specially fruitful if it utilises individual
eneryy without any interference. It signifies a shift of social
responsibility from the government's heavy and rigid apparatus to
society as a whole, allowing many more people to become "decision
makers" than in a centralised system. Even though it may seem
paradoxical, this increases governmental authority, while
paralysed statism reduces it, owing to the weight of the bureau-
cratic lcad and its internal struggles contrary to the general
interests of society.

"Deregulation” 1is to a large extent identified with "debureau-
cratisation" which, by its rigidity, hinders adaptation to new
needs, especially important in an age of "dizzying change". "De-



regulation”, with its possible limits and the problems it may
cause, 1is a symptom, and in a certain way a symbol, of freedom
that always 1implies risk and responsibility. So that this freedom

may be exercised, a legal system is called for, not only "“regul-
ations" that ygenerally are anti-juridical, as well as an effect-
ive, independent, and competent Court system an indispensable
item in order to reacnh the highest plane of freedom compatible
with prudence. There's nothing strange about some novice dictator
- even 1in a formally democratic system - trying to accomodate,
weaken, buy out and subjugate judicial power.

In strictly economic terms, "deregulation" is a positive factor,
because it reactivates the +tools for the creation of wealth,
shielding them from privileges or de facto oligopolies, and
forces them to focus on their own goal of social improvement and
increase of wealth, a decisive act 1in order to confront the
generalised demand for greater purchasing power.

"Deregulation" has special importance when new areas of competit-
ion arise, such as with the "universalisation" of the circulation
of capital and of the (manual and intellectual) labour force,
which does not need to migrate in order to break into the market-
place with products created at a reduced labour cost and also -
even though it may shame us - under managerial and organisational
systems that are more efficient than those we have established in
western society.

In sociological terms, the consequences of "deregulation" are not
as positive, since they impose systems of "unlimited social
friction" by which each year one must reaccomplish the gains of
the previous year and by which, in a pleasant or harsh fashion,
everyone 1s permanently against everyone else. Whatever the
yovernment, humanity is always 1in a debate between continuous
dynamic -action and heartfelt aspirations to the status quo, to
preserving what it has, and to "keeping others from keeping us
from resting" and not letting them place our image and physical
or social heritage in danger. The Dbalance point, when it is
attained, allows a country to prosper and elevate itself above
its rivals.

Neither is "continous movement" viable here. Friction from active
and passive forces hinders market competition and the continuity
of revolutions. This no doubt inspired Mao's theory of the
"permanent internal revolution" with the "Cultural Revolution" as
an example, an undertaking more titanic than any other in the
free world, Dbecause there is nothing as conservative as the
structures that revolutionaries create.

This is not the moment to follow these digressions, though
neither would it be proper to avoid them. We can only do best
what we have to do, or what we can do, if we delve endlessly into
the phenomena of human life, and most especially into those of a
general nature that can help us attain a “"pragmatic policy in
order to aspire toward a humble future".
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The institutional company is one that has achieved stability ana
ygeneral recognition, owing to its conditions of ownership, its
long-term existence, and its influence on society, leading it to
be considered as an unalterable, nonmanipulatable, and organic
part of economic and social life. It is difficult for a foreign
insurance company to be institutional, since one almost inevit-
able requirement for this consideration is that decisions be
implemented within the country and not outside of it.

The concepts of institutional and leading insurance companies are
normally mixed together; both are important in this context of
"deregulation". For legal or simply de facto reasons, many
legislatures favour larye insurance companies. "Deregulation"
causes them to lose privileges and offers them no protection,
though it does not attack, but rather defends them, staving off
their paralysis, their transformation into dinosaurs that with
their negative inftluence reduce market efficiency and harm the
policyholders.

Protection of the public in our institution and others like it is
achieved by a balance between the desired flow of institutional-
isation and the spur of competition; this keeps one from resting
on his laurels or suborddinating public interest to the comfort
or selfishness of business and its leaders. It of course must not
be an exact science, but rather the natural consegquence of a
healthy, well-balanced social 1life that can react gquickly in
cases of abuse of power, and anticipate +them as much as
possible.

If a market without the stability and influence of institutional
and leading insurance companies is unsatisfactory, so much more
is the case when it is "controlled" by them as they rest on their
power, which hinders the defence of general interests by dominat-
ing associations, influencing public authority and, in short,
abusing their "strength". Therefore, governmental insurance comp-
anies can be especially "negative" in our institution, because
institutional power itself is "amassed" with the power of the
state which is their owner.

In keeping with this forum and my audience here, I'd like to
refer to the influence o¢f "deregulation" on insurance law, to
which it should bring a breath of fresh air as a renovating
tactor, developing an institutional law going beyond "commercial
law" that has, up till now, been dominant in the area of insur-
ance relations. This 1is a challenge for those of you in London
who could be "leaders" in legal insurance matters within a
humanity undergoing the greatest amount of interaction in its
history.

The true goal of "deregulation" is to defeat the gyreat two-headed
hydra of bureaucracy: the Government, which aspires to regulate
all activity meticulously, and that part which the big insurance
companies have for some time been creating while relying on their
preferential market situation.



O0f course, both heads get along splendidly, negotiating their
respective spheres of "influence and power" at the cost of
service to clients and public. In order that this goal be
possible, two factors that condition a theoretical, unlimited
freedom are necessary:

- Contractual insurance law built on a pasis of experience and,
as much as possible, on jurisprudence; inspired by the search
for fairnmess in contractual relations between policyholders and
insurance companies, and with protection of the weakest.

- Insurance company solvency, withouth which the insurance contr-
act 1is nothing pbut a gambler's farce whereby the policyholder
always pays in advance, and the insurance company only pays if
he's lucky.

But "deregulation" as a dynamic current has its limits. The world
is not a ylobe of pure oxygen in which all kinds of experiments
are possible. Our reality is extremely imperfect, impure, I fear,
to a great extent. That is precisely why laboratory experiments
that tyrants, ideclogists, or revolutionaries sometimes wish to
submit us to, end in failure. The pure Cambodian communism only
led to an immense bloodbath; by the same token, experiments by
the foolish economists of "absolute economic freedom" have had
disastrous results, as we have recently seen in Latin America.

If a social group is not completely "deregulated" (I don't dare
suppose what would happen if it were), it is absurd to strive for
total freedom only in one sector. British, Spanish, European, and
world-wide insurance - especially that of the smaller countries -
clearly exists in a well-~regulated society, in which each part
relies on the others, and where an isolated experiment cannot go
very far. In many cases, regulation 1is a social necessity
exacerbated by the reduced dimensions of the community itself.

A great power like the United States, with an enormous advantage
owing to its “combination of technological development and
economic latitude", can undertake experiments that fail in other
countries. In the long run, "deregulation" of the airlines and
telephone systems seems very positive, though of course this
causes problems and intermediate victims. However, in Spain some
of these attempts would be simply impossible; even in your
country, the “deregulation" of the London Stock Exchange is
presenting more problems than were foreseen, and there are those
who doubt that it can be completely carried out.

Besides the elimination of national administrative regulations
and the disappearance of minimun rates, the "dereyulation" of
insurance 1implies the shattering of institutional and political
poundaries, in a true "extraterritorial explosion" of an activity
that, due to its dynamics and intrinsic needs, tends toward an
international diffusion.

Is the complete freedom of all European insurance activities
foreseeable 1in the near future? Will the internal forces of each
nation consent to it? Can any country, especially the small and



insecure ones, theoretically allow an activity as socially
ingrained as is insurance to depend upon far-off countries whose

ultimate motives are totally alien to their national interests?
Or should national interests not be allowed to exist?

I think that Spanish insurance has been adequately immunised
against this danger, but should this desirable native leadership
become lost with absolute free competition, possibly some sort of
public pressure would arise in order to avoid it, or nationalis-
ation, as has already happened in France and Portugal.

Theretore, I personally do not believe that European "deregul-
ation" should, within the next few years, go much beyond a
widespread freedom of rates and the prudent application of EEC
guidelines, but without the disappearance of the various national
insurance divisions, nor should it be possible for a German
insurance company to open an office in southern France or Ireland
the same as it can in Lower Saxony. This is the struggle - not
always hidden - that is taking place today in the EEC and whose
outcome, I predict, will be as I am pointing out. Financial and
other regulations, difficult to modify, are sure to impede that
"pure market" in our profession, which at one time seemed
possible.

I am occasionally asked if I fear the "market opening" that our
country's entry into the Common Market will bring, and my answer
is no. For many years now, the main European insurance companies
have been operating in. Spain, with a great deal of freedom and
with no discrimination. I'm afraid that many of them are losing
money, which 1is to say, dumping 1s taking place to some extent.
This has not, for example, kept those insurance companies that
are entirely Spanish £from developing gquite satisfactorily and
from substantially widening their share of the market. Should
Spain be admitted next year 1into your community, are Royal,
Commercial Union, Zurich, Winterthur, U.A.P., Allianz, Generali
and RAS - who now operate in our country - going to function any
differently? I assume this will not happen:; as of now, their
share of the market is shrinking. The four leading Spanish insur-
ance companies (La Union y el Fenix, Catalana, Mutua Madrileila
and Mapfre) have gone from a market share of 14.6% in 1977 to
15.6% in 1983; the non-Spanish ones cited have gone from 11.5% to
10.9% during the same period. My company nas gone from 3.7% in
this same time, to a probabkle 5.3.% in 1984.

But in spite of the tract that national, institutionalised insur-
ance companies are making advances against foreign companies,
substantial changes can take place in the future, at least in
Spain, since modifications in the structure of insurance will not
come from the evolution of policyholders'‘wishes, but rather from
the acquisition of national companies by foreign companies or
other institutions. Years ago, Commercial Union acqguired
important shares 1in Continental insurance, and today it seems
that Allianz has come to control the large Italian insurance
company RAS, and in 1984 B.A.T. has made great inroads in the
"multinationalisation" process of British insurance and maybe
banking. :
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In Spain, Life Insurance has had a very limited development.
In 1983, Life Insurance premiums represented only 0.23% of the
gross national product, vis-a~vis 3.46% in the United Kingdom,
2.72% in the United Stes and 2.36% in West Germany. A part of
this meager development was attributed to the insurance comp-
anies themselves (high rates and inadeyuate plans for high
levels of inflation), but there have been external factors,
the most important Dbeing a discriminatory tax regulation of
Life Insurance, burdened down with a 5% tax on premiums, a
situation that will apparently be rewmedied by the introduction
into 8pain of the Value Added Tax, which will, it appears,
exempt this insurance from taxation.

There currently exists a growing demand for Life Insurance
that coincides with a concern for some difficulties arising in
government Social Security, by which retirement pensions could
foreseeably have to be reduced. The passing of a law regulat-
ing Pension Funds must have some effect on this situation, if
the reiterated promises of the government are carried out. As
far as is Kknown, their management is reserved for insurance
companies when a determined level of investment yield or pre-
determined capital has been assured, with freedom to create
"managyement companies" for non-insured public funds. In my
opinion, this future law will only have a significant reper-
cussion if the tax regulation of Pension Funds is satisfact-
ory and 1if it is coordinated with an extraordinarily complex
and difficult Social Security reform, which I do not see as
very propable.

I thank all of you for your attention. I only want to add that as 1
was preparing this talk on deregulation, I was strongly reminded of my
father, who died twenty-seven years ago, a great lawyer and unorthodox
politician who considered administrative law to be the source of evil
in modern society. At the time I didn't understand his opinion, but I

think

its trace can be found in my remarks today, as is found in the

entire "deregulation" current that is "invading" the Western society.

I trust you've clearly understood me; if not, I admire your patience.

IHL/eb
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