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De- or Reregulation 

Item one of the Observer´s panel at the Ninth IAIS Annual Conference in Santiago de Chile, October 10th, 2002

Introductory remarks

Jürgen Huppenbauer, Gesamtverband der Deutschen Versicherungswirtschaft

(German Insurance Association)
After a decade of deregulation it nowadays seems to be fashionable to reregulate each and everything. Financial conglomerates, insurance groups, accounting systems, intermediaries, reinsurance, exchange of information, corporate governance are only some of the items being effected be new regulations.

In a world of encreasing international economic interpenetration   De- or Regulation is not anymore the key question on how to meet the challenges lying ahead. Globalisation, financial stability, sustainable development, natural catastrophes are only some of them.

The real questions of today are:

What are the appropriate ways and means to create a legal framework for domestic and international operating insurance and reinsurance companies ?

Which type of legal framework and which type of supervision is appropriate to match the task of supervision with the necessity to foster fair competitive insurance markets without unreasonable limitations for foreign insurance providers ?

Regulation has an important role to play in ensuring that insurance and other financial markets operate efficiently, by helping to promote and sustain public confidence in the products and providers and by ensuring that markets are competitive.

However, regulations can be unwarranted, poorly designed, obsolete or excessive and as such some are likely to do more harm to consumer and  business customer welfare than good.

A number of countries restrict the activities of foreign insurers within their domestic insurance markets. They may do this through a variety of means, such as: a complete ban on entry to the market; having to operate through a joint venture; being subject to discriminatory levels of taxation or technical or legal specifications which deliberately exclude, or raise foreign insurers’ costs.

Others do have no or little regulation, which could lead to undesirable effects

Perhaps the main reason for financial crisis is not liberalisation in itself, but rather inadequate preparations for liberalisation, such as insufficient regulatory reform.

Effective and efficient  appropriate regulation is needed to make sure that consumers  and business customer are adequately protected, market failures alleviated and that competition is not stifled but rather, enhanced.

In other words, creating an appropriate legal framework could lead in some jurisdiction to deregulation and in others to regulation

But what is the internationally accepted standard on which the appropriateness could be evaluated?

The opinions differs from one country to another and between insurance providers and supervisors

But there are some international approaches to overcome the differences

by proposing liberalisation and standardisation of insurance regulation

· Governments/Trade ministers agreed on GATS principles.

These are no standards as such but principles of application of domestic rules on foreign services providers including insurance, e.g Most Favoured Nation Clause, National Treatment and Domestic Regulation

In 1997, the WTO produced an Agreement on Financial Services which represented an important step forward. The importance of this was recognised by nearly all Countries represented in the IAIS.

But, the acceptance and adoption of increased liberalisation is not universal,

 with some markets remaining more closed than others. Much, therefore, remains to be done in the recently begun GATS 2000 Round within the Doha Development Agenda. Here there is a need to produce substance in the form of new liberalisation. However, dealing with barriers to trade in services, particularly financial services, is inherently more challenging than dealing with goods.

· The Services provider in Europe (ESF)  have prepared a Position paper on domestic regulation . More will be said by John Cooke.
· The Financial Leaders Working Group´s Insurance Evaluation Team has elaborated a GATS Commitments related positon paper named "model schedules and best practices". More will be said by Robert Mulligan.
· The International Association of Insurance Supervisors are adopting
      Principles  and Standards whose implimentation into national law is monitored by     

The World Bank and the IMF. More will be said by Steve Butterworth.

I now give the floor to the first speaker.

