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Sector Inquiry into Business Insurance — Commission seeks 
comments on Interim Report (1)

Concetta CULTRERA, Christoph EMSBACH, Mourad HADDAD and Antonio Carlos 
TEIXEIRA, Directorate-General for Competition, unit D-1

On 24 January 2007, the European Commission 
published the Interim Report on Business Insur-
ance, which presents the preliminary findings of 
the Sector Inquiry in June 200�. 

As pointed out by Commissioner Kroes, “the pre-
liminary findings of the Commission’s inquiry into 
the business insurance sector have identified factors 
on all levels of the supply chain that may prevent 
the markets from working as well as they should. 
With the help of the comments received during the 
consultation, the Commission intends to look at 
these issues in more detail before finalising the sec-
tor inquiry report” (2).

The preliminary findings of the Sector Inquiry 
are based on a very extensive set of data collected 
from insurers, reinsurers and intermediaries and 
from national associations of insurers, intermedi-
aries and risk managers.

The data collected show sustained differences of 
insurers’ underwriting profitability in different 
Member States. This suggests a significant degree 
of market fragmentation along national lines 
and therefore indicates that the European Union 
does not yet benefit from a fully integrated market 
in business insurance.

Moreover, in some Member States, insurance 
companies tend to display consistently higher 
underwriting profitability in the SMEs’ seg-
ment, compared to the Large Corporate Clients’ 
segment. This may be a sign of a higher degree of 
competition in the Large Corporate Clients’ seg-
ment.

The Interim Report also highlights potential risks 
of foreclosure in two main areas: long-term insur-
ance contracts, notably in Austria, Italy, the Neth-
erlands and Slovenia, and networks of exclusive 
agents, controlling, in particular in Italy, the vast 
majority of insurance distribution. These practices 
could create serious obstacles to the entry of new 
competitors in the national markets at stake. With 
the help of the National Competition Authorities, 
the Commission will assess whether these risks of 

(1) The content of this article does not necessarily reflect 
the official position of the European Communities. 
 Responsibility for the information and views expressed 
lies entirely with the authors.

(2) See IP/07/74, 24.0�.2007.

foreclosure are confirmed. If this is the case, prob-
lems will be tackled through antitrust enforce-
ment measures, either at national or Community 
level.

In the field of reinsurance, the Inquiry has estab-
lished that some reinsurance companies active 
in the European Union use so-called “best terms 
and conditions” clauses in their contracts with 
their clients, the direct insurers. These clauses 
lead to a harmonisation of terms and conditions 
at the most favourable level for the reinsurers 
concerned, to the detriment of the direct insurer 
and, ultimately, of the final business insurance 
customer. The same practice also appears to exist 
in co-insurance. The effect of these clauses on the 
market will be further assessed.

As for the functioning of insurance distribution 
channels, the Sector Inquiry shows that some 
insurance intermediaries can be exposed to seri-
ous conflicts of interest when they provide not 
only advice and services to their clients, but also 
to insurers, and receive remuneration from these 
very same insurers. This “double relationship” can 
compromise the objectivity of their advice to cli-
ents and has a potential negative impact on com-
petition.

Contingent commissions (i.e. payments made by 
insurers to intermediaries, based on the achieve-
ment of agreed targets) could create incentives 
for intermediaries to steer high volume or prof-
itable business to selected insurance companies, 
regardless of the quality of the insurance product 
offered and of the level of the premium charged, 
and therefore not necessarily in the interest of cli-
ents. The preliminary results of the Sector Inquiry 
confirm that contingent commission agreements 
have been widely spread in many EU Member 
States and have in some cases represented a source 
of revenues of considerable magnitude. This issue 
will be further examined.

Moreover, it appears that the lack of transparency 
of intermediaries’ remuneration reduces the 
potential for price competition in the insurance 
mediation services markets.

Finally, the Inquiry shows that horizontal coop-
eration among insurers, normally considered as 
a very important characteristic of the insurance 
sector, does not follow consistent and uniform 
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patterns across Europe. Indeed the degree of hori-
zontal cooperation varies significantly from one 
Member State to another. Such findings, therefore, 
legitimately raise doubts about the real need for 
certain forms of horizontal cooperation among 
insurers and about the scope of the present Insur-
ance Block Exemption Regulation. These findings, 
as well as any other input that the Commission 
will receive on this issue, will shape the debate 
on the renewal of the present Insurance Block 
Exemption Regulation, which will expire in 20�0.

The Commission has launched a wide and thor-
ough public consultation on the preliminary find-
ings of the Sector Inquiry, ending on �0 April 
2007.

Moreover, it has organised on 9 February 2007 a 
Public Hearing to which industry representatives 

and business insurance customers have actively 
participated. On that occasion, the Report’s most 
relevant preliminary findings were discussed in 
two panel sessions dealing respectively with hori-
zontal cooperation among insurers and with dis-
tribution aspects.

Additional investigative steps are also conducted 
in order to clarify the competition concerns iden-
tified in the Interim Report. This new investiga-
tive phase is pro-actively involving the customers, 
which have been encouraged to share with the 
Commission any competition related concerns 
regarding business insurance.

A Final Report, reflecting the observations received 
during the public consultation, the debate in the 
Hearing and the findings of the additional investi-
gative steps, will be published by September 2007.


