


that during the past century, Man has acquired the "technique to
change", to provoke changes. I am referring to technological
changes, but in one way or another, the remaining changes emerge
as thelr conseguence.

Competitive transparency.

Facility to cross national borders.

Pressure for good service and cost reduction.
Demand for industrial and family covers.

Need of self-financing the personal future.
New informatics and communications technology.

* % % * * %

In any case, this 1is the change I am going to deal with, the
change which has fostered an insurance structure quite different
from that of 1945. Everyone thinks that underwriters who do not
prepare for the next forty years will disappear in not too long a
term, absorbed either by international competition, by other
institutional sectors, or by underwriters with successful
management and strategy, who will set the standards and cut out
of the market those who stray afar.

My company has surmounted well these four decades, going from
number sixty eight in the business to number one, and I certainly
hope it will be useful to see how it has evolved in its activity
and the principles upon which it has based its growth strategy,
but most of all regarding its economic strength, since I believe
nobody in Spanish insurance offers a figure for total "own funds"”
above 16,000 million pesetas, without non realized free surplus,
mostly the result of self-financing.

Forty years ago, the ten top underwriters in the market enjoyed a
joint market share of 43.28% while in 1984 it was only 31.921%, a

development contrary to the general trends of concentration of
companies in almost all the world markets, and I suppose this
will also change in the future.




1.9 45 (*) 1984 (**)
Property/Casualty Property/Casualty, Property /Casualty
and Life Life and Workmen's Conp.

UNION Y FENIX 9.95 UNION Y FENIX 9.08 MAPFRE 5.18
B. VITALICIO 6.94 B. VITALICIO 5.19 UNION Y FENIX 4.70
CHASYR 6.76 CHASYR 5.17 CTALANA/C.GRAL.AS.4.31
EQUITATIVA 5.06 EQUITATIVA 4.38 BANCO VITALICIO 3.28
PREVISION ESP. 3.02 MUTUA GENERAL 3.60 MUTUA MADRILERA 3.09
PLUS ULTRA 2.69 PREVISION ESP. 2.79 OMNIA/MARE NOSTR. 2.44
OCASO 2.54 PLUS ULTRA 2.42 MUSINI 2.29
BILBAO 2.30 BILBAO 2.11 SANTA LUCIA 2.25
CATALANA 2.12 GENERAL ESP. 2.03 ZURICH 2.21
ADRIATICA 1.90 OCASO 1.90 CASER 2.16

43.28 38.67 31.91

These charts are interesting, specially those comparing homogene-
ous amounts eliminating Workmen's Compensation, although I have
also used the 1list which includes it, since it was really
significant in +the 1945 market, even though comparison is not
possible with the present situation.

It is interesting to point out how only four companies are
present in Dboth years. In 1945 there was no Mutual Insurance
Company among the main ones without Workmen's Compensation, and
several of the top companies in 1984 either did not exist or were
practically unknown in 1945. At the time, the market was almost
exclusively composed of domestic and independent companies.
Undoubtedly there were internal links among insurance companies
which I do not know in detail, and foreign insurance companies
had interests in independent companies, but were not taken into
consideration Jjointly as they are now. LA CATALANA I believe
still had a relationship with Banco Vitalicio and Caja de
Previsidn ¥ Socorro, within the institutional influence of
GENERALI.

(*) “Anuario Espafiol de Seguros" (1945-1946 data)
(**) "Avance Estadistica Seguros Privados de UNESPA" (1984)






out our management guidelines and make a brief comment on their
influence on MAPFRE. The "description" of our evolution has made
me Dbecome aware that, even without any formal planning, there
have been permanent targets which have indeed been reached,
because they have never changed. Ocassionally, I have been
termed, worse still, by my collaborators, as "erratic" and as you
will see, it is rather the contrary.

I will describe now how the MAPFRE organization and management
has evolved in each of its stages, from 1955 to the present. I
shall not comment on the periocd 1933/55 which although interest-
ing in many aspects is not interesting as to business strategy.
We were then a company exclusively composed of farmers and
landowners, established by them and for them, an aspect which
makes us similar to another company present here today, STATE
FARM, the first non-life insurance company in the world.

STAGES AT MAPFRE SINCE 1955

1 2515 Decentralized organization, due to its activ-
ity in the agricultural Workmen's Compensation
and the need to pay accidents locally. Several

(*) | provincial direct branches with excesgsive
Premiums 9.3 m| expenses. Sharp reduction of managers and
Mark.share 0.3 %| employees at Headquarters, having lost 70% of
Assets 2.1 m| the business share upon ceasing operations on
Assets/prem 23 %| "National Health Insurance". Measures to
| balance the company: transformation of some

branches into agencies, giving general agents
and branch managers a 5% share in the
results.

In 1956 mecanization starts with a Remington
Rand key punch machine. 1In 1957 technical
balance is achieved.

In 1957, a technical manager with ample exper-
ience joins the company, plus a young market-
ing man with absolutely no experience, to
start internal reconstruction of operations.

(*) The figures shown represent MAPFRE companies' without Work-
men' s Compensation, in the year corresponding to each stage.
“Agssets" is the sum of the "realizable assets" similar to the
"admitted assets" used in the United States.



1960

Premiums 31.6
Mark.share 0.5
Assets 11.8
Assets/prem 37 %

m
%
m

1 966

Premiums 292 m
Mark.share 1.0 %
Assets 169.5 m
Assets/prem 58 %

Expansion through the creation of provincial
branches, almost unknown in Spain, gradually
reducing the number of provinces with general
agents. Preocupation due to the possible loss
of Workmen's Compensation, 63% of the MAPFRE's
income. Promotion of Automobile insurance is
intensified so as to substitute Workmen's
Compensation. 1960 starts recruitment of
gstudents through press advertisements, mostly
from Law School. A Bull punch card equipment
is purchased. Creation of Regional Offices
which will adminitratively group several
provinces.

The Life and Marine Branches are created in
1961. In 1963, authorization is reguested to
create the "Industrial Safety Services", which
today 1is the Rehabilitation Center of MAPFRE
MUTUA PATRONAL. So as to increase Automobile
production, the Company CENTRAL DE OBRAS Y
CREDITOS (C.0.C.) with Head Offices in Barce-
lona, is acquired in 1962 for financing
vehicles. In 1965, together with REDDIS and
MUTUA GUANARTEME, the Company GRAM, anagram
for GRUPO ASEGURADOR MUTUO, is created, which
tried with no success to become an instrument
of a group of Spanish Mutual Insurance compan-
ies. GRAM started dedicated exclusively to
insurance coming out of financing operations,
although it was soon decided not to accept
such operations due to poor results.

In 1962 MAPFRE starts its activity in the
Stock Investment area by promoting the Invest-
ment Company MUINSA, with an "Investment
Studies Service".

In 1965, Compulsory Automobile insurance
starts.

The awaited "crisis" around Workmen's Compens-—
ation appears in 1966, and MAPFRE is forced to
split into two: "MUTUA PATRONAL DE ACCIDENTES
DE TRABAJO", part of Social Security which
operated in this area, with premiums for that
year of 221 million pesetas, 43% of the total;
and "MUTUALIDAD DE SEGUROS" with 292 million
pesetas in premiums for 1967 and 57% of the
total, to operate in the remaining areas. Both
with radical separation of assets and Central
Services.
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as possible, the company should foster a family
gpirit, a relationship between men who under-
stand and forgive each other, and who maintain
among them a spirit of charity. Whithout this,
it would be difficult to be successful in a
climate of competition, since its higher cost is
more than adequately compensated with the
advantages of internal support and enthusiasm.

3. SPECTALIZATION GENERALIZATION

Management of an insurance company, in all its
technical and commercial aspects, becomes more
efficient with specialization, allowing its
senior managers to concentrate their efforts in
only one area, extending this feature to its
decentralized territorial bodies when there is
enough volume. This specialization is indispens-
able to reach a high level of technification in
each operative area.

4, DECENTRALIZATION CENTRALIZATION

Management, technical, and commercial decisions
regarding the acceptance of risks as well as the
settlement of c¢claims, should be made in areas
near the customer and providing the service the
customer redquires. Decision autonomy stimulates
creativity 1in a greater number of persons and
contributes to manager training.

5. COMPETITION PROTECTIONISM

Growth of an insurance company is only
satisfactory and on the long run balanced when
it arises from a fully competitive market. This
implies that each entity may apply its own rates
and it answers with its results for the mistakes
it makes, which are judged by the auditors, and
which cannot be concealed with creative account-
ing formulas nor with accounting cosmetics.
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9. LAWFULNESS

INDEPENDENCE

14.

SUBORDINATION

The insurance services should not be dominated
by interests outside insurance, neither private
nor public. It is convenient for the balance of
market and the services to the insured, that the
insurance company decide its own policy and
strategy with objectives centered 1in its own
activity.

FLEXIBILITY

SOCIAL RESPONSIBILITY

An insurance company, so as to face the contin~-
uous changes of a dynamic and fluctuating
society, needs structures which allow maximum
operational flexibility, without restraints to
prevent quick modifications in unexpected
situations. A well organized company benefits
from every general change, even if harmful to
the market, for it ends up in better relative
situation than its competitors.

PLANNING

BUSINESS EGOTISM

The institutional company, which has a high
percentage of the gross national product and
goes Dbeyond speculative short term operations,
should feel responsible for the effect of its
national influence, with committments in excess
of contractual performance, and it is ethically
under obligation not only to a long term invest-
ment policy to balance the national socio-econom-
ic structure, but also to become, proportionally
to its means, a social benefactor, in one way or
another, and to promote initiatives of general
interest. This is most important for the
insurer, who accumulates other peocple's funds
and administrates investments not strictly
operative, proportionally superior to that of an
other activity, including financial activity.

LAWBREAKING

Respect for the in-force legislation and strict
compliance, even excessive compliance, with the
legal and fiscal regulations plus integration in
the socio-poclitical life are basic needs of the
institutionalized company , without which it
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As specific example of the application of the principle of
transparency, MAPFRE has had available for many years an
excellent system of distributed information. This action is
not an improvisation. In my participation in a CAPA Seminar in
Perpignan in October 1979, I handed out one of our compared
reports on premiums collected by territorial offices during
the previous month. Such data is usually considered internal
and secret, although for us it is only one of the 20 or 30 we
have been distributing regularly and which any of our emplyees
may examine. I am going to include in this presentation our
report on total collected premiums as to 28th February. We
also have these for Life, Automobiles, General Insurance and
Bonding.

This compared information 1is going to increase dramatically
and it would not be possible to prepare it without a special
data base on which a staff of programmers is already working,
nor without the acquisition of the latest laser printer of
about 20,000 1lines per minute which composes each model
simultaneously with incoming data. This information, immed-
iate, multiple and regular, will allow us to continue the
balanced and uninterrupted growth we have enjoyed for 25
vears, and which sould take us to the year 2000 with a market
share of 15%.

At some point I have spoken of unlimited ambition as necessary
for business progress. This has been a personal attitude of
mine. I 1like to "reach beyond" and I feel that each target
achieved 1is the starting point. I do not conceal that in MAP-
FRE this creates a serious stress which on many occasions
overwhelms my collaborators. But still based on their efforts,
I would almost say on their blood, results are obtained which
would prove impossible in any other manner. The future of ocur
country depends largely on the number of businessmen with this
type of ambition, not economic but rather the maximum
exploitation of the talents granted bYboth to companies and
individuals. Maybe this may come to be considered, at least I
believe 1it, as a demonstration of Christian sense in business
management.

To make this ambition effective, MAPFRE acts with precise
targets 1in mind, within principles and strategy whose main
factor 1is to be prepared at any time to adapt to new circums-
tances and opportunities, searching for the exploitation of
each possibility to obtain a sufficient dimension and a
favourable and independent positicn in the Spanish insurance
market, and gradually in an international market. It has also
acted with continuity and coherence, without opportunism nor
influenced by management fashions and with "radicalism in the
execution” though sometimes it may seem arrogant, without the
so-called "after-dinner chat strategies" only based on words
and not in facts.
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Unbalanced growth by itself only interests the conceited, and
in a short period of time paralyzes the companies. The past
thirty vyears have been characterized by spectacularly swift
growths in Automobile insurance in many companies, and their
fall has always been painful. At MAPFRE, for the same period,
we have maintained a low keyed but constant growth from which
the present situation has emerged.

Some of my collaborators feel the principles of "international
action" are contradictory with a '"national character".
Apparently that 1is so, but insurance must be based on brutal
free competitiveness, and this demands free access to the
markets. The ambitious institutional insurer needs internat-
ional projection, even if a "balanced country" needs a large
insurance market where the leaders do not depend on outside
decisions even though these be positive.

At MAPFRE we have strived to reach a priviledged position in
Spanish insurance as well as international expansion, without
believing this to be contradictory. My words must reach not
only vyou, my Spanish colleagues, but others abroad, specially
in Latin American countries where we are undertaking reinsur-
ance and direct insurance actions. I do not believe this will
be a brake to our policy, as in all countries we will have
exactly the same constructive social objective that we have in
Spain, without aspiring to operational centralization nor to
the creation of centers of power outside the national ones.

I wish to stress the importance of self-financing, naturally
easier to obtain in a Mutual company than in a stock company.
This has been our case and that of Mutua Madrileila. The
existence of leader companies 1is a positive factor for the
market, it favours national roots for insurance and besides,
Mutual Companies are not subject to offers of acquisition for
higher prices from third parties which later create stress in
the excessive demand for dividends or results. Matual insur-
ance 1is healthy for a country and can be considered as a
national and social safeqguard against politization of
insurance and those who would use it as a tool for financial
speculation. This way I feel since 1955, and in some initial
occasion I opposed the transformation of MAPFRE into a stock
company .

Management costs are of fundamental importance to the develop-
ment of a company and the insurance market, although in very
few instances it is bestowed its real importance. In 1981, at
an ICEA meeting in Santiago de Compostela like this one in Za-
ragoza, I pointed out my fears regarding this aspect of
Spanish insurance and practically none of my colleagues
commented on my lecture. Maybe they felt these were "Ignacio's
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We do not employ MBA, although recently we have become aware
that one of our directors was secretly an ICADE graduate, but
our pragmatism and generosity has lead us not to take it into
consideration.

We have never had a marketing department, which has allowed us
to grow without difficulties.

We have never had a planning department, which has made us
avoid many mistakes.

We have had no more regular committees that those institution-
ally indispensable: gquarterly Board Meetings and Executive
Commission Meetings for important investments, and this has
made our managers learn to make decisions and take business
risks.

And, maybe most important yet, we have almost converted our
companies in travel agencies, competing against each other,
for thousands of our collaborators. In 1986, over one thousand
persons will +travel abroad in incentive trips for their
achievements: over seven hundred to Russia, two hundred to
Cuba, two hundred to Yugoslavia (the Eastern countries are
cheaper) and many others through Spain, without including
personal trips of which I am a good example. As an anecdote,
two MAPFRE managers were surprised to run into each other at
Anchorage airport on different flights, since we feel it's in
bad taste to coordinate trips for one and another and to have
someone control all trips made. Such trips have allowed us to
get to know each other, to be friends without difference of
categories, and to obtain a business support and culture which
may be envied for a lot of reasons.

Thank you for your presence here today, and please forgive us if
our change strategy is not completely orthodox, but it more or
less gerves its purpose.

IHL/eb
March 1986




Enc. 1

ECONOMIC EVOLUTION BY STAGES

Market % assets/ Premiums
shares premiums
1955 0,3 23 9,3 mill.
19¢0 0,5 37 31, "
1966 1,0 58 292 "
1970 1,9 78 732 "
1977 3,5 129 5.275 "

1283 4,8 160 23.453 "
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