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Place a call to the risk

manager of a Nordic multinational
in the middle of the night and he
or she will be able to give you the
full scope of the organisation’s
major property and liability risks,
how they are mitigated, and how
the insurance programmes are
structured. Ask the same person
about the risks associated with the
company's motor fleets and the
chances are that the answer

will not be as lengthy.
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in multinational
companies

s the above situation natural given the
domestic nature of motor and espe-
cially third party liability legislation?
Yes. Is it the only solution available to
the company and the risk manager? No.

Third party liability legislation

differs between countries

The basic components of motor insur-
ance are fairly similar everywhere; com-
pulsory third party liability insurance and
voluntary hull parts. Automobile insur-
ance legislation requires car owners to ob-
tain liability protection to ensure that they
can pay out to the victims of any accidents
they, the policyholders, cause. The Nor-
dic countries tend to be relatively simi-
lar in legislative terms. As a result, insur-
ance products are generally fairly equal
across countries. Motor insurance, howev-
er, differs in a number of areas. For exam-
ple, in Denmark the driver is not covered
by TPL insurance, and maximum insur-
ance sums differ widely from 300 MSEK
in Sweden for property claims related
to TPL, to less than a tenth of that (21
MDKK) in Denmark for similar claims.
On top of differences between insurance
lines, differences in taxation have been in-
troduced by the Swedes in the rare form
of a premium tax — a special TPL premi-
um tax of 32% introduced in mid-2007.

Local solutions not always
the best approach

The domestic nature of motor insurance
makes a country-by-country approach
to handling motor risks logical. Howev-
er, a more holistic approach would pre-
sumably be more efficient, both from the
risk management and cost perspectives.
Stefan Othman, account executive at If
Industrial and previously a motor under-
writer at If Finland, has been a pioneer in

exploring the possibilities of internation-
al motor insurance solutions: “During
the recession of 2008-2009, we began
to see increasing interest from companies
in discussing these issues. The top prior-
ity for our clients was to obtain a better
overview of the risks, to simplify adminis-
tration and to standardise working proc-
esses. Given If’s strong footprint in the
Nordic, Baltic and Russian markets, we
began to develop our products based up-
on the gaps identified. Naturally, If’s vast
experience of international insurance so-
lutions gave us a good starting point.”

Increased demand for international
solutions as benefits become more
tangible

Today, If provides international motor
solutions for several clients. Besides ba-
sic factors such as a high quality prod-
uct and top-class service level in terms of
both administration and claims handling,
our experience demonstrates the impor-
tance of having one coordinating con-
tact person in each country and utilising
IT solutions to facilitate administration.
Countries that should be included in an
international motor programme, and the
pace of inclusion, must be tailored for
each client. The frequency of claims in
the motor business makes it vital that the
administration works from day one. Ste-
fan Othman continues: “There needs to
be a specific roll-out procedure for each
client. Historically, we have usually per-
formed a country by country roll out
and aimed to include the Nordic, and in
some cases the Baltic and Russian coun-
tries, in the programmes. A natural next
step would be to go beyond If’s own in-
surance constitution and act through
partners in specific countries. We have a
fantastic network of insurance partners

worldwide — this is something that we
could explore in motor insurance too.”
Going forward, Stefan Othman fore-
sees increased market activity in inter-
national motor insurance: “We definite-
ly expect more client discussions on in-
ternational motor insurance, both be-
cause clients have started understanding
its benefits, but also because we intend
to market these solutions more often. In
simple terms, the customer has much to
gain from pooling the handling of mo-
tor risks and insurance between multiple
countries. Many companies do not know
how many vehicles they operate, or what
type they are. In this respect, an insur-
ance solution covering multiple countries
will give the client a better overview. This
will also provide a good starting point for
developing and managing risks. In our
experience, many clients do not know
how much they pay for their motor in-
surance overall. Furthermore, employees
often dedicate a large part of their work-
ing time to administrative issues related
to motor insurance. A more streamlined
working process would free up resources
for other tasks which create more value.”

International solutions — a good
alternative for everyone?

So what are the drawbacks of interna-
tional motor programmes? Well, the
need for local TPL insurance will not
enable full equality between countries
— cross-country administrative resourc-
es will be needed from the client. In ad-
dition, particularly for private compa-
ny cars, motor insurance and the related
services can be an affair of the heart. For
example, drivers get used to using certain
repair shops. Hence, strong central deci-
sion-making power is necessary to force a
change in the insurance structure.

Risk management will come
more into focus

On top of the benefits of a better risk
overview and greater uniformity in in-
surance solutions across countries, an in-
ternational solution would also facilitate
risk management initiatives. Going for-
ward, the focus in motor insurance will
presumably move from transferring risks
from one part to another, to managing
risk. The total cost of managing motor
risks includes not only the premium paid
for the motor insurance and deductibles,
since indirect costs are often substantial-
ly higher than direct costs. Matts Lund-
strom, account executive with If Indus-
trial elaborates: “We engaged in an in-
depth discussion about this with one of
our major motor clients some time ago.
It turned out that, on average, a physical
damage claim caused a standstill of one
week for a vehicle, which in turn meant
lost revenues for the client amount-
ing to five times the claims cost! This is
the kind of discussion that I expect to
have more often in the future. If we can
help clients obtain a better overview and
greater transparency of motor risks, these
risks will be viewed differently to now.”
Motor claims statistics offer an ex-
cellent opportunity to analyse where,

when and how claims have occurred giv-
en the frequency nature of the business.
A thorough analysis of claims will pro-
vide a good starting point for assess-
ing what risk management initiatives to
take and how costs can be limited. If
will also invest in its own risk manage-
ment resources. In this, the focus will be
on training clients” employees in safe-
ty driving and motor risk management.
Our experience so far suggests that the
potential is huge. Indeed, in some cases
risk management initiatives have led to a
reduction of up to 30% in the number
of claims.

Although motor insurance has a
long history, international motor pro-
grammes are a fairly rare, new develop-
ment. However, we foresee increased
demand for such solutions in the future.
Do not hesitate to get in touch with
your contact person for more informa-
tion on how this can be structured for
your company.

MIKAEL KARRSTEN
mikael karrsten@if.se
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Insurance

The Netherlands and Belgium
have a long history in
logistics business insurance.
In the Netherlands, flood

risk represents a challenge
for insurance. Otherwise, it's
a question of "business as
usual”, handled efficiently by

our Rotterdam branch.
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oday's logistics and freight for-

warding business has its roots in

the Netherlands and Belgium.
In maritime history, the “Vereenigde
Oost-Indische Compagnie” (VOC) or
the Dutch East India Company can be
seen as the first true multinational. This
company became the greatest shipping
and trading company during the 17th
and 18th centuries, with an estimat-
ed 11,000 employees and 20 offices in
as many countries. At the height of its
power, the VOC employed 25,000 em-
ployees in Asia. In the Netherlands, the
VOC had about 3,000 employees, with
many thousands more indirectly de-
pendent on the company.

Capital from former Antwerp mer-
chants in Amsterdam and Middelburg
and the support of the States-General of
the Netherlands made it possible to or-
ganize very expensive trade expeditions
to Asia. In view of the high cost of these
expeditions, the city authorities thought
that the shipping industry in particu-
lar would benefit from better diversifi-
cation of risk. Rich merchants, eager to
invest the capital they had accumulated,

decided to participate in this. The insur-
ance of ships and cargo was therefore by
far the most important activity until and
throughout the 18th century.

After that time, fire insurance slow-
ly took over marine insurance’s lead-
ing role. From the beginning of the
last century, another important devel-
opment occurred in the world of insur-
ance. As the state developed into a wel-
fare state, the government increasingly
became involved in social security. To-
day, there are three types of insurers in
the Netherlands: life, health care and
P&C insurance. In Belgium and the
Netherlands, If focuses on offering on-
ly P&C insurance.

The gateway to Northwest Europe

That’s one way of looking at Rotter-
dam. Literally everything passes through
the port of Rotterdam. Goods find their
way, by water or land, to some 460 mil-
lion Europeans. Rotterdam is more than
a transit port. It is also a vast industri-
al complex where many goods are proc-
essed into other products. The goods
and services produced in the port and

in the Netherlands and Belgium

industrial complex are worth some 11
billion euros per year.

Antwerp, the second largest port in
Europe, can present itself as “the fastest
route to Europe”. It offers enormous
storage capacity and acts as the “super-
market of Europe”. And Belgium is one
of the best countries in Europe to locate
a distribution or logistics centre.

If P&C in the Netherlands

If and its predecessor have been present
in the Netherlands since 1964. It first
started with an office for a number
of agencies servicing the Belgian and
Dutch insurance market. The office
gradually grew and moved to Rotter-
dam in 1976. A few years later all agen-
cy contracts were cancelled and the fo-
cus of our activities was restricted to
Swedish clients in Belgium and the
Netherlands. During the nineties we
expanded to include clients from Den-
mark, Finland and Norway. These Nor-
dic countries are now the base of our
portfolio.

Through our dedicated and profes-
sional team we can offer comprehensive

local services to our clients. We have a
thorough knowledge of local regula-
tions and standards and of our clients'
businesses, which is key to efficient and
speedy handling of the client’s insurance
business. In delivering our services, we
work closely with our colleagues in the
Nordic countries.

At If, we aim to distinguish ourselves
from other local insurers. One of the
characteristics of our office is the per-
sonal approach; we strive to meet each
customer personally and to be aware
of the customer’s activities and wish-
es. This improves communication, as re-
flected in the feedback we receive from
our customers.

Products along the European practice

Insurance products in the Dutch and
Belgian market generally follow com-
mon European practice. But there are a
few particular local practices.

Belgian legislation is based on the
Napoleonic Code of 1804, as reflected
among other things in specific liabilities
such as tenant’s liability and neighbours’
and third party recourse in case of a fire.

As in France, these liabilities are covered
by property damage insurance.

A variety of pools operates in the Bel-
gian market to cover specific risks, for
example:

e The Terrorism Reinsurance and In-
surance Pool (TRIP), covering dam-
age caused by terrorism for most
lines of business (note: mandatory for
residents and for property damage;
normally not available for industrial
risks)

e The Decennial Pool, catering for
building contractors required to meet
the ten year building guarantee pre-
scribed by law

e The Catastrophe Risks Pool (CA-
NARA), operating as the market pool
for smaller standard risks insured who
have been declined catastrophe perils
coverage in the local market.

A typical aspect of Dutch legislation

is the protection of the weaker party.

Some examples to illustrate this: in traf-

fic accidents, children are never consid-

ered the guilty party. If a motor vehicle
hits a pedestrian or a cyclist, the driver
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of the motor vehicle will be at least

50% liable. Employers are responsible

for a safe workplace to such a degree

that whenever an employee is injured at
work for whatever reason, he can blame
his employer. The employer can on-
ly plead the deliberate intent of the em-
ployee. In the Dutch insurance market
it is common to include this employer’s
liability in the General Liability cover.

Also in the Dutch market there are
some insurance pools like:

e The Terrorism Risk Reinsurance
Company (NHT), covering loss due
to terrorism in all lines of business.
The mere participation of an insurer
will provide cover under the pool for
all its insured. Over 90% of the insur-
ers active in the Dutch market partic-
ipate in this pool

e The DPollution and Environmental
Risks Pool (MSV-pool), providing
cover through individually sold insur-
ance policies.

Claims handling

We take care of handling claims at local
level for our insured parties. In addition,
we have an extensive network of claims
assessors and lawyers whom we can call
on, if necessary. The main points in han-
dling claims are the direct communica-
tion, speed, and good cooperation with
the customer. We will always handle a
claim in consultation with the custom-
er and keep them informed of progress.
Furthermore, we always try to recov-
er a claim from the responsible party, in-
cluding when part of the loss or damage
comes under the excess.
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Non-Life insurance in the
Netherlands and Belgium

The market for insurance premiums in
2009 was:

Non-life: EUR 11 billion (NL) and
EUR 8.5 billion (BE).

Personal accidents and health: EUR 39
billion (NL) and EUR 2 billion (BE).
Life: EUR 23 billion (NL) and EUR 18
billion (BE).

The number of non-life companies were
219 (NL) and 100 (BE).

The Netherlands is ranked as the 13th
biggest non-life market in the world,
compared to the UK (5), Germany (3),
France (4) and Belgium (16).

The Netherlands and flood

Although approximately 35% of the
Netherlands is below sea level, with
60% of the population living here, only
the winter-beds of the big rivers Maas,
Rhine, Waal and IJssel are in a 100-year
flood plain. This plain is thus on av-
erage likely to be flooded once every
100 years, i.e. has a 1% chance of being
flooded each year.

Safety levels for dykes have been pre-
scribed by law in the Netherlands, “Wet
op de Waterkering”, since 1958. The
law was enacted in reaction to the ma-
jor floods of 1953, referred to as The
Disaster or "De Ramp". The law deals
with uncontrolled water-bodies like
oceans, seas and rivers. It was aimed to
ensure that a similar disaster would nev-
er happen again. By linking dyke levels
to highest water levels, the law guards
against the effects of climate change: if

average water levels rise due to global

warming, dyke levels will also increase.

Funding for an ambitious flood de-
fence system called the “Delta Works”
was approved simultancously with
the above mentioned law by parlia-
ment. Since the main parts of the "Del-
ta Works" were completed in 1997, the
Netherlands became a very low hazard-
ous area for flood also in the lower parts
like Zeeland and Zuid-Holland.

After the local floods in December
1993 and January 1995 caused by "im-
ported" water flows, resulting from ex-
cessive rainfall or ice and snow melt in
Switzerland, Germany, France and Bel-
gium, the “Room for the River” pro-
gramme was developed. The Dutch
government is taking action to improve
safety and to protect the land and peo-
ple living behind the dykes from floods.
The river will be given more room at
over 30 locations covered by the pro-
gramme. It is intended to complete the
flood protection measures by 2015 and
to improve the overall environmental
quality of the river regions.

The programme has three objectives:

e by 2015 the branches of the Rhine
should cope with a discharge capacity
of 16,000 cubic metres of water per
second without flooding (increase of
7% compared to the present);

e safety and the overall environmental
quality of the river region should be
improved;

e the extra room needed by the rivers
in the coming decades to cope with
higher climate change-related dis-
charges should remain permanently
available.

A range of measures is being imple-

mented to create more room for the riv-

ers and to reduce high water levels, such
as lowering floodplains, relocating dykes
further inland, lowering groynes in the
rivers and deepening summer beds.

Strengthening dykes will only be under-

taken if the alternatives are too expen-

sive or inadequate.

Many studies have been done to see
whether reinsurers could be persuaded
that, following completion of the “Del-
ta Works”, flood risk in the Netherlands
is now insurable. With an estimated cu-
mulative exposure of some 7 billion eu-
ros they still are very reluctant to do so.
However, where we at If know the site
and the local circumstances, we may be
able to offer limited flood cover.

ELLY VAN DER REIJDEN
elly.vd.reijden@if.se

New appointments

Anna-Kitty Ekstam

Head of Reinsurance in If

Caroline Schiavone

UK Branch Manager

Lisbeth Norrgard-Eklund

Risk Manager
International operations

Sami Laine

UW Motor, Finland

Patric Nylund
Assistant UW Motor, Sweden

=N

Anne Sgnderskov Nielsen

Risk Engineer, Denmark

Michael Dome;j

Underwriter Motor, Sweden

Maria Persson

Head of Motor UW
Commercial and Industrial

Sten Dumell

Senior underwriter Motor,
Sweden

Jane Nilsson

Risk Engineer, Sweden

Annika Schyler

Head of Propety claims,
Sweden

Heini Heideman

Risk Manager
International operations

Anders Ramang
Head of Marine UW Nordic

Karin Wahlberg

Marketing manager, Sweden

Carolina Siljo

- Sweden
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Head of Nordic Motor Claims,

EJl






