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1. Foreword

Guido Scherer
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Prof. Dr.Walter Ackermann
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Institute of Insurance Economy
University of St. Gallen

The insurance markets are currently in the midst of
a period of radical change prompted by the opera-
tion of various forces. Alongside new and far-reach-
ing regulatory developments, strategic thinking is
being particularly influenced by the painful experi-
ences of the years 2001-2003. In addition, the insur-
ance industry is also affected by tangible changes in
customer behaviour and new distribution opportu-
nities.These changes in the operating environment
mean that a new market dynamic can be expected.

This study aims to show the way in which the retail
markets in Germany, Austria and Switzerland might
develop in the coming years. It will demonstrate the
impact of the most important factors encouraging
change – for example, demographic growth, socio-
political challenges or legislative intervention – on
insurance markets. Furthermore, it will attempt to
show how insurance companies react to increasing
cost pressure, what changes to the value chain may
be expected, and how these altered circumstances
may affect competition between insurance compa-
nies. Further focal points of the study are anticipat-
ed changes in customer behaviour and the related
consequences for distribution systems.

The debates within the insurance industry during
the past few years have concentrated primarily on
finding solutions to short-term challenges, and for
this reason, the study is consciously geared to a
more distant horizon. In this way, on the basis of the
expectations of prominent representatives of the
insurance sector in German-speaking countries, this
study aims to make a significant contribution to an
analysis of the fundamental developments in this im-
portant industry.

The results of the study should provide those man-
agers of insurance companies responsible for busi-
ness development with concrete pointers for future
strategic options in the insurance sector in Ger-
man-speaking countries, support for their business
decisions and recommendations for action.

We would like to thank all those members of man-
agement whose participation has contributed to the
successful completion of this study.We also wish to
thank the members of the expert team that sup-
ported the study as well as the authors.

Zurich / St. Gallen, October 2005



The insurance markets will face extraordinary chal-
lenges over the coming years as a result of profound
social and economic change. Discontinuity in rela-
tion to the past is already apparent in many seg-
ments. For instance, one need only consider the im-
pact of new technologies, the consequences of the
existence of funding shortfalls in pension plans, or
the possibility that companies not previously associ-
ated with insurance will oust traditional insurance
providers by introducing innovative value creation
models.This study addresses the major trends and
examines them in the context of their effects on the
retail insurance markets.

CChhaannggee  DDrriivveerrss  iinn  tthhee  IInnssuurraannccee  IInndduussttrryy

1. External market factors are increasing the pres-
sure to adapt

Internally, the readiness to innovate displayed by the
insurance industry is slight. Market changes are at-
tributable to external forces. There are four con-
spicuous reasons for this, namely: demographic de-
velopments, the restructuring of social insurance
systems, regulatory trends, and a movement to-
wards increasing individualism and decreasing soli-
darity within society.

2. New legal regulations are shaping tomorrow’s
rules of the game

The impending paradigm shift among insurance reg-
ulators is already exerting a decisive influence on
the development of insurance. Apart from new reg-
ulations governing supervision and financial report-
ing (Solvency II, IFRS), further legal and regulatory
instruments regarding consumer protection, bro-
kerage guidelines, taxation systems and reporting
and disclosure obligations are going to restrict en-
trepreneurial room for manoeuvre within the insur-
ance sector.

3. Customers are rousing from their lethargy

Mounting customer sensitivity to price is going to
bring about a change in the market. As a result of
this, the respondents expect increased demand for
standardised and attractively priced products which
is likely to lead to decreased customer loyalty.

4. Structural change in the industry is accelerating

The pressure for change in the insurance sector – in
evidence since the middle of the 1990s – is going to
intensify once again. Managers in the sector expect
the introduction of new rules that will exert a sus-
tained impact on current market logic (new com-
petitive advantages, successful distribution systems,
the scope of the value chain etc).

5. Life assurance is developing dynamically and prof-
itably

All in all, respondents consider business in the pen-
sion segment, individual life assurance and capital in-
vestment to be attractive. Furthermore, they pre-
dict an increase in demand for advisory services on
the subject of life products. Conversely, the attrac-
tiveness of property and financial insurance is re-
garded with scepticism, and the development of au-
tomobile insurance is viewed in particularly negative
terms.

IInndduussttrriiaalliissaattiioonn  ooff  tthhee  VVaalluuee  CCrreeaattiioonn  PPrroocceessss

6. Competitive pressure is necessitating the stan-
dardisation and integration of value creation
processes

The increasing intensity of competition will require
the emergence of uniform and standard processes
inside insurance companies in the future.The estab-
lishment of standards in the insurance industry is an
expression of the ongoing industrialisation of the in-
surance sector.

7. Insurance companies are developing into trans-
parent enterprises

In future, successful insurance companies will use fi-
nancial key figures and performance indicators of
employees and customers to make their key busi-
ness process more comprehensible and assessable.
Such information will serve as the main basis for
management control and decision-making process-
es.

8. A further reduction in vertical range is inevitable

The anticipated industrialisation of the insurance
sector is leading to escalating disintegration of the
value chain. The majority of established insurance
companies will have to refocus sharply on their core
business. Other elements of the value creation
process will be outsourced to specialist providers.

CCoonnssttrruuccttiioonn  SSiittee  ““PPrroodduucctt  aanndd  SSeerrvviiccee  PPoorrtt--
ffoolliioo””

9.Competition in the non-life sector is necessitating
a reduction of the product range

The pressure to optimise value creation processes
is leading to a critical examination of product port-
folios. The range of products is being reduced and
standard products are assuming increasing signifi-
cance.

2. Management Summary

4
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15. Organisations with an exclusive focus on distri-
bution are in the fast lane

Organisations that focus exclusively on distribution
will assume further importance. Their success is
based mainly on three factors: a strategic compre-
hensive consultancy concept (financial planning, in-
tegrated risk management advice) on the one hand,
and the independence of financial and insurance
product providers on the other hand.The third fac-
tor is that the market rewards the efficiency of this
form of organisation.

16. Brand and social competence will be critical
success factors

The promises of benefits made by insurers are
largely abstract. In addition, what are generally neg-
ative life events have to be addressed, and the solu-
tion of problems often results in a range of person-
al services. Under these market conditions, a com-
pany’s brand and image assumes decisive impor-
tance.

CChhaalllleennggee  ooff  RReettiirreemmeenntt  PPllaannnniinngg    

17. Safeguarding one’s standard of living is becoming
a challenge for broad sectors of society

In future, broad segments of society will be faced
with the challenge of ensuring that they have ade-
quate pension cover. The reason is the increase in
life expectancy, the financial problems of the state
pension systems, unpredictable expenditures on
care associated with old age and illness, and the fre-
quently unrealistic expectations regarding yields on
assets.

18. Insurance companies are only partially partici-
pating in the growing retirement planning market

As a result of decreasing pension benefits offered by
the state, there is growing private demand for pen-
sion benefits. Insurance companies are finding it
more difficult to participate in this market segment
because of stringent regulatory requirements and
strong competition from banks and pension funds.

10. Insurance cover in the non-life sector is develop-
ing into a complementary product

To an increasing extent, non-life insurance is being
linked to primary products and is developing into a
“by-product”. Providers outside the industry are of-
fering insurance cover as part of their services and,
furthermore, are contributing to a standardisation
of the range of insurance products.

11.More sophisticated risk selection is reducing sol-
idarity

In future, insurance companies will make increasing
use of their databases and adopt comprehensive
risk selection and tariff processes. Consequently,
certain risks will no longer be insured at all, or only
for high premiums. High priority will be accorded to
the yield-orientated control of customer portfolios.

12. New technologies are becoming the drivers of
innovation

Insurance industry change is largely driven by tech-
nological developments both in the sphere of mar-
ket services and on the level of value creation
processes. New technologies such as “Ubiquitous
Computing” are reducing the costs of transactions
(the costs of searching for information, monitoring,
coordination, problem solving etc.) and are offering
broad opportunities for innovation and variety to
the insurance sector.

FFuuttuurree  ooff  DDiissttrriibbuuttiioonn  

13. Alternative channels in the non-life sector are
increasing the pressure on the tied sales forces

The development of standardised products and the
amalgamation of insurance services into a single pri-
mary product are jeopardising the function and sta-
tus of the traditional sales force. Alternative sales
channels such as call centres and internet portals
will profit from these developments.

14. Banks and independent advisers will be the win-
ners on the life assurance market

Life assurance is seeing the emergence of a growth
market characterised by intensive advice. Changed
legal requirements, tax considerations, alternative
forms of saving and dwindling trust in state pension
systems are leading to increased demand for life as-
surance. Companies that identify and adapt to the
requirements of their customers at an early stage
will profit from this.
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3. The Insurance Economy at a Turning Point

the adjustments of the latest years, together with
the current and forthcoming changes, are leading to
the emergence of an insurance market in which tra-
ditional processes are increasingly questioned.

The purpose of this study is, first of all, to identify
the relevant catalysts of changes in the insurance in-
dustry; secondly, to analyse ongoing trends; and
thirdly, to formulate options for action.The decade
leading to the year 2015 has been selected as a
timeframe for expected changes.This length of time
also allows us to pinpoint trends of change accom-
panying current developments and which display a
radical nature.The aim in this regard is, in particular,
to address the trends inherent in the various
changes, classify them, and examine them from the
point of view of their implications for the entire in-
surance sector. By classifying and analysing central
changes, strategic fields of action should be identi-
fied which will provide managers with information
on the challenges ahead and support them in devel-
oping courses of action for successful strategies.

In order to relate the identification of the causes of
change and the mapped-out development trends as
closely as possible to practice, managers from insur-
ance companies were involved in producing the
study.The structure and performance of the study
may be described as follows:

• The study was performed by the Institute of In-
surance Economies at the University of St.Gallen
together with Accenture in order to provide a
thorough and practice-related view of the fur-
ther development of the insurance industry in
Germany, Austria and Switzerland.The study fo-
cuses on life assurance and composite insurance,
and excludes health and commercial insurance.

• The study is meant to provide managers respon-
sible for the development of insurance business
with concrete indicators of trends in the sector,
and thus assist them in reaching business deci-
sions.

• The study was performed in three phases. Phase
one consisted of an  impulse workshop – with
the participation of representatives of the Insti-
tute of Insurance Economies (I.VW-HSG) and
Accenture – which analysed and evaluated
changes in the insurance industry. The findings
were expanded into hypotheses which were
then discussed by a panel of experts in phase
two.The panel of experts was composed of man-
agers of insurance companies in the German-
speaking countries and assessed and validated
the hypotheses from the point of view of prac-
tice. This resulted in the formulation of trends,
which were then subject to an empirical assess-
ment in phase three. This process was carried
out by means of a standardised survey involving
the insurance industry in German-speaking

Developments over the past few years indicate one
thing very clearly: the cycles of major changes are
increasing moving faster and becoming more inten-
sive. A ll segments of society are affected. The
changes are having an impact on the economic, po-
litical, social and even the environmental spheres of
life, in a way never before encountered, and are ex-
erting a profound influence on society. But it also
transpires that the impact of many developments is
not limited to the general indurstry environment or
parts of it, but affects all sectors of the economy.
Globalisation and the interlinking of economic re-
gions and sectors have given rise to a superstruc-
ture that is exposed to mutual interdependencies
and influence.

The insurance economy is not immune to these de-
velopments, either. As a sector that is permanently
confronted with innovation and new risks, insurance
has been continually faced with new challenges in
the recent past. The factors exerting an influence
are extremely varied: altered political framework
conditions, changes in demographic structures,
technological progress and economic developments
have a direct impact on insurance. In addition, the
last few years have also witnessed changes of a spe-
cific insurance-related nature.

First and foremost among these changes is the
deregulation of the insurance industry, resulting in a
constant intensification of competition on both a
national level and, to an increasing extent, also on an
international level. Coupled with this are changes in
customer requirements. Customers are demanding
more and more interlinked product packages and
offers. Instead of single solutions intended to satisfy
a specific requirement, there is increasing demand
for comprehensive service packages. In this context,
one encounters a growing number of new providers
of financial services, who link their primary prod-
ucts to insurance benefits.

In addition to competition and market factors, regu-
latory instruments such as “Solvency II” and the
IFRS are escalating the pressure on the sector.The
rising influence of rating agencies and the capital
market is having a comparable effect. Both factors
are leading to business evaluations that concentrate
more on risk situations and less on earnings and
growth.

These are just some of the fundamental changes to
which the insurance sector has recently been ex-
posed. Nevertheless they show how complex, mul-
ti-layered and interconnected the developments
are. The interdependence of individual changes is
creating fluctuating internal and external framework
conditions that have a fundamental impact on the
insurance market, whereby it is becoming clear that
these trends pose various strategic challenges to
the managements of insurance companies. All in all,
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3. The Insurance Economy at a Turning Point

pert panel, which played an active role in the
process of identifying trends and contributed to the
success of the study with their outstanding discus-
sions.

countries. Questionnaires produced for this pur-
pose were sent to 1,816 insurance company
managers in Germany, Austria and Switzerland.
The response rate was about 21 %, representing
an absolute figure of 392 managers participating
in the survey. A breakdown of participation ac-
cording to the various countries and markets
provides the following picture: Almost half the
respondents were from Switzerland, almost one
third were from Germany, and 50 managers re-
sponded to the survey from the perspective of
the Austrian insurance industry.The respondents
were also asked to state from which point of
view they wished to complete the questionnaire.
Almost one quarter replied that their desired fo-
cus was primarily on the “non-life” insurance
sphere, 12 percent said that their desired focus
was on life assurance, and about one third said
that they were responding from the point of view
of both life and non-life insurance.Therefore the
findings are relevant to life assurance, non-life in-
surance and all-risks insurance.

• The empirical results of the study were supple-
mented with the research findings of I.VW-HSG
in order to analyse and clarify future prospects.

At this point, we would like to thank all participants
from the insurance industry for their support in
completing the study. Special thanks go to the ex-

■ 2.3 % Missing     

■ 30.6 % Germany     

■ 54.2 % Switzerland     

■ 12.9 % Austria

■ 36.9 % General (non-life)             ■ 12.8 % Primary life assurance   

■ 27.7 % Primary non-life insurance         ■ 5.8 % Brokers

■ 11.8 % Others               ■ 2.4 % Reinsurance

■ 2.6 % Health insurance      

Figure 2: Breakdown of answersFigure 1: Origin of respondents
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4. Change Drivers in the Insurance Industry

the insurance industry itself is highly or very highly
innovation-oriented. Surprisingly, however, 57 % said
that inside their own companies the readiness to in-
novate is high or very high.

When one evaluates the relevant forces of change
more closely, the following four factors stand out:

• Demographic transformation (the ageing of the
population)

• The restructuring of social security systems

• Administrative regulations (IFRS, Solvency II)

• Social trends towards increasing individuality and
decreasing solidarity

The efforts to create a single European market have
also left their mark on the European insurance in-
dustry. Examples are the increased intensity of com-
petition, the trend to create comprehensive pack-
ages of financial products, the major shift in the field
of distribution, and continuing cost pressure. This
process is not yet finished.Numerous additional fac-
tors are continuously placing insurance companies
before new challenges. Therefore one should ask
what factors in future will cause the greatest
changes in these markets. At the same time, a rele-
vant issue is whether the motivation for change
comes from inside the insurance industry itself, or
whether it is primarily the result of external forces.

TTrreenndd  11..  EExxtteerrnnaall  MMaarrkkeett  FFaaccttoorrss  aarree  IInnccrreeaass--
iinngg  tthhee  PPrreessssuurree  ttoo  AAddaapptt

The expert workshops and the empirical appraisal
both confirmed the thesis that in future, the rules of
the game applicable to insurance markets will de-
pend primarily on external market factors. About
two thirds of the respondents rated the external
pressure for innovation as high to very high. It com-
prises changes in customer behaviour, the arrival of
new market players, altered legal and regulatory
framework conditions, and the development of cap-
ital markets. Only 21 % of the respondents said that

… your Company’s readiness to innovate?

… the pressure for innovation from outside 
(market, customers)?

… the sector’s readiness to innovate?

0 10 20 30 40 50 60 70 80 90 100

3 1331 53

3 840 49

Share of respondent managers in %

■ Very low     ■ Low       ■ High      ■ Very high

9 170 20

Figure 3: How strong do you consider ...
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4. Change Drivers in the Insurance Industry

The majority of respondents expect a further in-
crease in regulatory measures in the insurance busi-
ness over the next 10 years. A total of 89 % of man-
agers consider the effect of regulations regarding
capital and risk management on the development of
insurance as very strong or strong. The second
strongest effect is believed to be that of the interna-
tional accounting standards.The future effect of lia-
bility for products and advice is considered similarly
important (by 56 % of respondents). A total of 49
% of the respondents rated consumer protection
regulations as relevant, and 55 % thought the same
about the consequences of the guidelines applicable
to brokers. Upon closer examination, changes to
the tax system are regarded as very important, es-
pecially for life assurance. One example in the re-
cent past is the “Riester pension” in Germany.

TTrreenndd  22..  NNeeww  LLeeggaall  RReegguullaattiioonnss  AArree  SShhaappiinngg
TToommoorrrrooww’’ss  RRuulleess  ooff  tthhee  GGaammee

The paradigm shift in financial and insurance regula-
tion – involving increased emphasis on financially-
strong companies and less emphasis on (consumer)
security at all costs – is already exerting strong
pressure on the development of insurance markets.
The European Solvency II regulations and the Inter-
national Financial Reporting Standards (IFRS), cou-
pled with the extended requirements of corporate
governance (Sarbanes-Oxley-Act), are significantly
expanding the forest of regulation governing the in-
surance industry. Further regulations are imposed
by, for instance, increased consumer protection or
more stringent reporting and disclosure require-
ments. A current example of this trend is the ruling
of the German Constitutional Court of 26 July 2005
requiring life assurance companies, when issuing en-
dowment-linked life assurance polices, to allocate
hidden reserves to individual policies on a continu-
ous basis as of 2006. Furthermore, this procedure
must be communicated to customers and has to be
transparent for them. Similar legal decisions in
Great Britain have placed insurers there under an
obligation to disclose their cost-structure to their
customers. It is expected that this regulation will
have a profound impact on the restructuring of the
distribution of financial services in Great Britain.

Share of top-4-responses in %

Demographic change (Ageing)

Restructuring of social security systems

Regulatory trends (IFRS, Solvency II)

Increasing individuality and decreasing solidarity

Development of capital markets (interest rates, 
share markets)

Customer pressure / more critical customers

New technologies (IT as process optimisation)

Shifts in the internal structure of the industry (M&A)

Increased environmental damage

Altered communication behaviour / new media

New market players

Globalisation / emergence of international 
markets

EU enlargement

Genetic technology / life science

Market entry of foreign insurers

0 10 20 30 40 50 60

Figure 4: In what areas of the environment do you expect the 
               greatest changes to insurance over the next 5-10 years?

54

54

43

38

36

34

25

21

16

15

15

12

11

10

6
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4. Change Drivers in the Insurance Industry

Apart from regulations, the industry is affected
mainly by developments on the capital market.
Volatile markets and low interest rates leave their
mark on both the assets and liabilities side of the
balance sheets of insurance companies. In response
to the question which environmental trends will
trigger the greatest changes to the insurance sector
over the next ten years, representatives of life as-
surance mentioned the restructuring of social secu-
rity systems in first place, and the development of
capital markets in second place.

Brokerage guidelines

Consumer protection regulations

Altered tax systems

International accounting standards

Capital and risk management regulations 
(Solvency II, ...)

Product and advice liability

Re-regulation (new legal pools, tariff pressure, 
compulsory insurance)

Money laundry

Laws on genetic technology

Share of respondent managers in %

■ Very substantial     ■ Substantial     ■ Weak     ■ Very weak

0 10 20 30 40 50 60 70 80 90 100

38 51 11

18 255 25

12 244 42

12 437 47

11 44 42

8

3

345 44

7 1522 56

5 1134 50

5 1625 54

Figure 5: How substantial do you regard the impact of regulatory 
                  mechanisms on the insurance business to be?
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4. Change Drivers in the Insurance Industry

ty, also the customer attitudes towards the insur-
ance product itself will alter. In this context a change
in customer requirements regarding financial securi-
ty and consulting services is forecast.

TTrreenndd  33..  CCuussttoommeerrss  AArree  RRoouussiinngg  ffrroomm  tthheeiirr
LLeetthhaarrggyy

Insurance cover in the retail market is regarded as a
classic “low interest” product. Lack of customer in-
terest is reflected in, among other things, customer
reluctance to change their insurance company.
Whereas many sectors of the economy in recent
years have been characterised by changes in con-
sumer behaviour,purchasing habits among insurance
customers have altered little, even though the level
of information, mainly as a result of the Internet, has
increased considerably in the opinion of the respon-
dents. At the same time,many customers display lit-
tle price sensitivity.This was also confirmed by the
discussions during the expert workshops.

On the basis of this past experience, respondents
predict a drastic change in consumer behaviour in
the future. A total of 87 % forecast increasing price
sensitivity on the part of customers. This opinion
corresponds to that of 75 % of respondents, accord-
ing to which customers will demand more standard
and cheaper products in the future. As a conse-
quence of this development, 78 % of insurance em-
ployees perceive dwindling loyalty by customers vis-
à-vis their insurers.They estimate that customers in
future will change their insurers much more often
and more quickly. Apart from rising price sensitivi-

Need for advice

Need for protection

Demand for standardised and cheaper products

Comprehensive solutions / product packages

Customer demand for support / care

Price sensitivity of customers

Level of information and knowledge by customers

Average duration of customer relationship 
(loyalty)

Number of insurance relationships

Share of respondent managers in %

■ Strong increase (++)   ■ Slight increase (+)   ■ No change (=)  ■ Slight decrease (-)  ■ Strong decrease (--)

0 10 20 30 40 50 60 70 80 90 100

40 47 12

29 1

1

1

1

1

54 16

23 452 21

22 445 29

21 643 30

17 743 32

12 1146 30

6 2032 41

51 2216 56

Figure 6:  What changes do you expect to customer behaviour 
                  over the next 10 years?
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4. Change Drivers in the Insurance Industry

ital markets and the resultant weakening of equity
bases, the number of mergers and acquisitions fell
drastically. The participants in the study are of the
opinion that following the increase in the equity
base of insurance companies in recent years, the
trend towards further consolidation in the sector
will continue. A total of 88 % of respondents
thought that the number of insurance companies
will diminish. Consolidation is expected mainly on
the German insurance market and to a lesser ex-
tent on the Austrian one.The main causes of this de-
velopment are said to be Solvency II, increased cost
pressure and the attainable effects of economies of
scale.

TTrreenndd  44..  SSttrruuccttuurraall  CChhaannggee  iinn  tthhee  IInndduussttrryy  IIss
AAcccceelleerraattiinngg

Signs of the beginning of a far-reaching change in the
insurance industry have been visible for some years
already. Examples are the tangible increase in mar-
ket concentration, the trend towards using diverse
distribution channels, intensive price competition
and the tendency to reduce the extent of value
added.

The four anni horribiles of the European insurance
economy, 2000-2003, have slowed down a large
number of these developments. In the meantime,
structural change will assert itself over the next few
years. About 56 % of the respondents underlined
the need for a stronger differentiation between in-
surers, by means of their own positioning and value
added strategy. Similar opinions, and this is con-
firmed by a view from a different angle, can be iden-
tified in connection with the business logic that
dominates the insurance sector. A total of 57 % of
managers believe that new rules of the game appli-
cable to the insurance markets will necessitate tan-
gible alterations to current business models.

Signs of new rules of the game are also to be seen in
merger and acquisition activity.The stock exchange
boom in the 1990s brought a first wave of consoli-
dation to the insurance economy in the form of nu-
merous company mergers.With the collapse of cap-

… the insurance market will be dominated by 
new rules that are not always comparable with 

current market regulations  

… individual insurers will be more different from 
each other than today

… about one third of market players will be new 
and are not yet active on the insurance market

… insurance polices will no longer be sold, but 
asked for by customers
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     trends: In 2015 ...?
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The trend towards consolidation will also result in a
reduction of manpower in the insurance sector. A
total of 82 % of the respondents anticipate a reduc-
tion in jobs at central offices and in field offices.This
opinion is backed up by the 57 % of respondents
who said that the network of advisers will become
thinner. Furthermore, 76 % of the participants ex-
pect the new consolidation to increase the market
share of the five biggest insurance companies, and
that this increase will go hand in hand with an in-
crease in efficiency. Most of the respondents, 78 %,
also see an increase in the market share of spe-
cialised insurance companies. A total of 69 % ex-
pect strong competition from new players in the
EU. All in all, this outlook points to the continuation
of fierce competition.

Total number of insurance companies operating 
in German-speaking countries 

Number of insurance employees 

Density of the sales force / consultants per 
1,000 inhabitants

Market share of alternative providers (e.g. VW 
Bank, Tchibo)

Market share of specialised sales organisations

Market share of foreign insurers outside the EU

Market share of banks providing pension 
insurance

Market share of foreign insurers within the EU

Market share of 5 biggest insurers

Market share of specialist insurers 

Share of respondent managers in %
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Figure 8: How will the market structures of insurance in 
               German-speaking countries most probably 
               change by 2015?
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When one merges the results of the two charts, a
clear tendency comes to light:The respondent man-
agers foresee high growth and profitability for life
assurance markets, and a tangibly reduced speed of
change and attractiveness of non-life insurance.

TTrreenndd  55..  LLiiffee  AAssssuurraannccee  IIss  DDeevveellooppiinngg  DDyynnaammii--
ccaallllyy  aanndd  PPrrooffiittaabbllyy

An analysis of the individual segments of the insur-
ance sector discloses a varying rate of dynamic de-
velopment of the market. Generally, strong pressure
for change in life assurance is expected.This is con-
firmed by the opinions of representatives of select-
ed market segments. For instance, 82 % of respon-
dents expect great or very great changes in the pen-
sion insurance segment, and 65 % expect changes in
individual life assurance. Conversely, a strong major-
ity of 84 % of respondents except only moderate to
slight changes in non-life insurance – except for car
insurance.

The relationship between the speed of change and
the expected profitability of the various segments is
interesting. Most of the respondents generally re-
garded the future profitability of the change-inten-
sive segments of insurance as positive. In particular,
the business of providing advice on the subject of
pensions, individual life assurance and capital invest-
ments is considered attractive. On the other hand,
the profitability of non-life insurance is viewed in
more critical terms, and a strong majority of re-
spondents takes a negative view of the business op-
portunities in car insurance.

Motor insurance

Capital investments

Other non-life insurance

Consultancy (insurance and pension schemes)

Company pension schemes

Life assurance (individuals)

Share of respondent managers in %

■ Very great     ■ Great     ■ Slight     ■ Very slight

Figure 9: How great do you regard the rate of change on the 
               individual markets?
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Share of respondent managers in %

■ Very attractive     ■ Attractive     ■ Somewhat attractive     ■ Not particularly attractive

Figure 10: How do you rate the attractiveness of the following 
                 markets (in terms of profitability) in 2015?
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• Second: a number of the changes outlined will af-
fect mainly commercial or reinsurance markets
in the first stage (new risk scenario), or their im-
pact will not unfold until some point in the future
(Solvency II, IFRS).

In other words: For many companies in the retail
market, the “moment of truth” still lies ahead.When
one considers the development of these markets in
the light of the increasing intensity of competition in
recent years, a series of development phases for the
realisation of competitive advantages can be identi-
fied (see figure 12):

• Phase I: Numerous firms reacted to the effects of
deregulation in the middle of the 1990s – higher
competition and reduced earnings/profit poten-
tial – by increasing the emphasis on service and
quality.

• Phase II: This differentiation strategy was bol-
stered in the second half of the 1990s by efforts
to win competitive advantages and market share
through linear product innovation.The stock ex-
change boom in these years made it easier to fi-
nance this strategy.

• Phase III:The loss of capital strength as a result of
the stock exchange collapse put a rapid end to
this strategy of differentiation. Henceforth there

II..VVWW--PPeerrssppeeccttiivvee::  IInnssuurraannccee  oonn  tthhee  VVeerrggee  ooff
FFuunnddaammeennttaall  CChhaannggee??

There is no doubt that the environment for the in-
surance industry has profoundly changed in recent
years, and the list of factors comprising the new re-
ality on the insurance market is long: hitherto
unimaginable risk scenarios (natural disasters and
terrorism), the loss of capital power in the years
2000-2002, the emergence of international regula-
tory and accounting requirements (Solvency II,
IFRS), the duration of the phase of critically low in-
terest rates, the increased risk of longevity (without
adequate possibilities of adaptation on regulated
markets) and a loss of confidence in the sector.

Despite the impressive number of changes, an out-
side observer (and consumer) may gain the impres-
sion that economic changes have left the retail in-
surance markets largely untouched. But two factors
should be considered:

• First: The insurance economy in the countries
covered by the survey was only deregulated and
exposed to competitive forces a few years ago,
and this period was additionally beset with ex-
traordinary environmental and market condi-
tions (1993-1999: high investment returns; 2000-
2003: stock market crash).
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Figure 12: Development phases of private customer business

Phase III
„Back-to-roots"/
risk selection

Phase II
Linear 
product 
innovation Phase I

Service and 
quality 
orientation regulated 

market

Phase V
Innovative 
business
models

new value creation 
strategies

traditional value 
creation strategies

Phase IV
Optimisation 
of product
penetration



Insurance 2015 – Retail Markets in the Midst of Radical Change
17

4. Change Drivers in the Insurance Industry

You usually find sweets in the queues before super-
market check-outs, but at Tesco you will find appli-
cation forms for insurance and other financial prod-
ucts. Tesco is the largest British retailer and, with
over 250,000 employees, also the country’s biggest
private employer.With cut-price products, the com-
pany is trying to establish itself on the insurance
market via its existing customer access.With 1,250
stores, Tesco controls almost 30 % of the British
food market. At the same time, it sells financial
products in its stores, and its subsidiary Tesco Per-
sonal Finance already has more than 3 million cus-
tomers. In doing so, Tesco concentrates solely on
distribution.The products are underwritten by the
Royal Bank of Scotland.

was general demand for a return to basics, as
well as stricter risk selection (scoring models),
supported by a new regulatory philosophy,
among other things.

• Phase IV:A further intensification of cooperation
will result in the stronger industrialisation of val-
ue creation and the optimization of vertical
range of the value chain.

• Phase V: Because the basic problems of individual
retail markets from the point of view insurance
remain unsolved (sluggish growth, competition
aimed at ousting competitors, low-yield prod-
ucts), new business models are like to appear in
the medium term in order to exploit sustainable
competitive advantages.The findings of this study
suggest that it can be assumed that this funda-
mental change will tend to be induced from the
outside or will be realised via new forms of dis-
tribution.
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• Integration: Open IT applications that can be
configured permit interaction between organisa-
tionally different units across several processes.

• Outsourcing: Companies focus on their core
competencies and outsource pure support activ-
ities to external specialists.

The assessment of the industrialisation of the insur-
ance economy by the insurance companies in Ger-
man-speaking countries indicates diverse activities
and an optimisation of value creation process over
the next few years. Apart from a concentration on
process standards, integration and the relevant core
dimensions, this will primarily involve a reduction in
vertical range.

In the past, insurance has usually applied traditional
concepts to optimise the value creation process. In
specific terms, this means reviewing business
processes while adhering to the classic interpreta-
tion of a fully integrated value chain. In the light of
the experience of other industries and in view of
the challenges in store, this no longer seems suffi-
cient. In future, a consistent industrialisation of all
the processes that make up the value chain is called
for. For the time being, the first efforts in this regard
can be seen in new business activity.The industriali-
sation-approach presented here extends beyond
outsourcing and vertical range, and consists of five
segments:

• Standardisation:A process is given a uniform def-
inition and application in all value creation steps,
whereby it is insignificant who carries out the
process and where.

• Measurement using financial data: Measurements
are performed using the same financial data in all
parts of a company, whereby there is a uniform
understanding of such figures.

• Consolidation: Similar activities can be grouped
together into organisational units. This requires
specialisation, with a simultaneous use of the ef-
fects of economies of scale.
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have been largely implemented by the year 2015.
Here one can expect a process similar to that which
took place in the manufacturing industries in the
1990s.At the same time, specialist service providers
in various value creation processes will have estab-
lished themselves. They will offer their services to
several insurers at the same time, which will also
contribute to a standardisation of processes and an
integration of IT systems.

TTrreenndd  66..  CCoommppeettiittiivvee  PPrreessssuurree  IIss  NNeecceessssiittaattiinngg
tthhee  SSttaannddaarrddiissaattiioonn  aanndd  IInntteeggrraattiioonn  ooff  VVaalluuee
CCrreeaattiioonn  PPrroocceesssseess

The existing diversity of processes in the insurance
industry is the result of different procedures, lacking
or simply ignored standards, and area-specific IT ar-
chitecture. A major indicator of the excessive com-
plexity and resultant extreme level of expenditures
is the number of software applications used by a sin-
gle company. For instance, some insurance compa-
nies use as many as 250 different programs. Over-
coming this problem will be a central task in the fu-
ture. Almost 90 % of the respondents are con-
vinced that the implementation of industrialisation
concepts in the insurance sector remains very topi-
cal and will be largely completed in ten years’ time.

The consistent implementation of industrialisation
will lead to uniform and standardised processes in-
side insurance companies. In this context, over 80 %
of the respondents envisage an increase in process
innovation over the next 10 years, which will by ne-
cessity establish a benchmark within the insurance
industry.Within IT management, uniform technolog-
ical standards will be able to establish themselves in-
side business units.This basic position will also apply
increasingly to cross-area architectures.

Standard solutions in the core areas of product de-
velopment and insurance policy administration will

… the extent of process innovations over the 
next 10 years

Share of respondent managers in %
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Figure 13: How strong do you consider ...



Insurance 2015 – Retail Markets in the Midst of Radical Change
20

5. Industrialisation of the Value Creation Process

one representative of a major international insur-
ance company said: “The sales machinery will be
controlled strictly and centrally. Control will be ex-
ercised by monitoring precisely-defined figures and
by exerting pressure from above.” 

An insurance-specific study by Accenture on the
subject of “High Performing Business“ also under-
lines this trend. A prominent feature of a successful
insurance company is a profound understanding of
the interdependence between individual control
components and their impact on the company.

TTrreenndd  77..  IInnssuurraannccee  CCoommppaanniieess  AArree  DDeevveellooppiinngg
iinnttoo  TTrraannssppaarreenntt  EEnntteerrpprriisseess

One of the biggest problems of insurance company
managers in the past was the inadequacy of control
systems. On the one hand, core dimensions were
defined in different ways inside a company and thus
provided different results, and on the other hand,
the available data was not sufficiently detailed or
was out of date altogether. In future, successful
companies will have a company-wide system of con-
trol.They will include uniform financial data and per-
formance indicators for employees, customers and
business processes, which will form the basis of
their business operations.

Effective processes for the control and implementa-
tion of key figures must be established so that the
increase in efficiency is permanent and compe-
tences can be both firmly estabished and expanded.
This was also confirmed by the survey.Over 70 % of
insurance managers are convinced that scoring and
risk selection as well as comprehensive risk man-
agement will assume greater importance and be-
come major control factors of successfully-managed
insurance companies. A total of 63 % of the respon-
dents said that successful tasks regarding process
optimisation are an additional success factor, and 
68 % said that innovative concepts in distribution
management are such a factor.This trend was also
confirmed by the expert workshops. For instance,

Share of respondent managers in %

■ Decrease (-)   ■ No change (=)   ■ Slight increase (+)   ■ Strong increase (++)   ■ Very strong increase (+++)
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focuses primarily on product development and un-
derwriting, whilst the remaining elements of value
creation process are outsourced to specialist
providers.

TTrreenndd  88..  AA  FFuurrtthheerr  RReedduuccttiioonn  iinn  VVeerrttiiccaall
RRaannggee  IIss  IInneevviittaabbllee

Unlike in many other industries, the value creation
process in the insurance industry is characterised
by high vertical range.Whilst the manufacturing in-
dustries have strongly reduced their vertical range
in recent decades and have thus been able to im-
prove their output, flexibility and capacity, a largely
integrated value creation process, with a vertical
range of 80-90 % for services provided, is the norm
in the insurance industry. In insurance, too, the en-
visaged industrialisation will strengthen the focus on
core competencies, whereby those value creation
steps that are not performed by companies them-
selves will be outsourced to specialist providers.

The greatest changes are expected in policy admin-
istration and in claims management. Only 28 % of
respondents saw the need for completely internal
settlement of back office activities, and 29 % of them
perceived such a need in claims management de-
partments.The possibility of outsourcing IT opera-
tions has already been fully or partially realised by
many insurance companies, and this trend will in-
crease. But further outsourcing is also to be expect-
ed in distribution. In this sector, 40 % of the respon-
dents expect a vertical range in distribution of less
than 50 % in 10 years’ time.When one merges these
prospects, one obtains a picture of a company that

… Insurance companies will outsource a major 
part of their value creation process to specialist 

providers and concentrate on their own core 
competencies
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Figure 15: How realistic do you consider the following developments
                    in market structure and competition in 2015?
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As a result, internal company divisions will face in-
creasing competition from alternative providers and
will have to subject themselves to appraisals regard-
ing their effectiveness, efficiency and quality. Apart
from the horizontal perspective of end product
competition, a market will develop which displays a
vertical dimension. Consequently, the value chain
will be deconstructed and, in the process of boost-
ing productivity, production will be divided among
various providers.This trend is bolstering competi-
tion; individual companies are no longer competing
at the level of insurance products; instead, a market
is developing in which all value creation compo-
nents are exposed to competition.

II..VVWW  PPeerrssppeeccttiivvee::  IInndduussttrriiaalliissaattiioonn  IIss  CCrreeaattiinngg
NNeeww  OOppppoorrttuunniittiieess  ffoorr  tthhee  CCoommppeettiittiioonn

Over the past three years, the strategic planning of
most insurance companies has focused on cost con-
trol. Now, one can observe that more and more
companies are shifting their focus towards the at-
tainment of sustainable growth.This development is
having two consequences: On the one hand, the
struggle for market shares will lead in the direction
of ousting competitors, and on the other hand the
specific competitive advantages of individual provi-
ders are being reviewd and developed. Companies
are relying on positioning or value-creation strate-
gies to bolster their competitive advantages. Differ-
entiation on the hotly contested retail markets by
offering product or service advantages is demand-
ing, therefore one may expect enterprises to prefer
to try and maintain or obtain a competitive edge by
developing value creation strategies.This possibility
is afforded by the industrialisation of the value cre-
ation processes.

Industrialisation is aimed at improving the effective-
ness and efficiency of the processes and structures
of an enterprise.This leads to the regular inspection
of every single step in the value creation process
from the point of view of its costs structure and its
contribution to the final product/service. For this
purpose, increasing use is made of external bench-
marks as measurement standards.

Share of respondent managers in %
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Figure 16: How will the value creation penetration appear in 2015?
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VVoorrssoorrggee  LLeebbeennssvveerrssiicchheerruunngg  AAGG

Vorsorge Lebensversicherung AG views itself as a
partner for companies, banks, pension funds and dis-
tribution companies. Basically, its business can be di-
vided into two spheres: On the one hand, it directly
sells fund-linked insurance policies bearing each
partner’s label; on the other hand it invites numer-
ous companies to outsource their administrative ac-
tivities to it.With this offer it has already established
itself on the German market, while its absolute size
is still relatively small. There are 75 employees in
Hilden and 45 in the Luxembourg subsidiary each
with their own data processing systems. At present,
there are 32 product lines with about 266,000 ad-
ministered policies (excluding company pension
schemes). In 2004, these generated a total of EUR
6.8 billion in contributions and total annual gross
premiums of EUR 335 million.

This development is being facilitated by the increas-
ing standardisation of important processes,whereby
it is assumed that standardisation and integration
will first be applied to the following value creation
spheres:

• New competition in distribution: Market partici-
pants outside the insurance sector will offer
standardised products and establish uniform dis-
tribution processes.

• New service organisations in the back office and
in product/service-area: By enabling a standard
software provider to achieve a breakthrough in
establishing an industrial standard, standards in
partner and policy administration will be more
strongly established, uniform interfaces will be
imposed, and integration will be made possible.

Figure 17: Horizontal competition dimension
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taking into account their customer utility and costs
structure.

In the study, 75 % of the respondents expect the de-
mand for standardised and reasonably priced prod-
ucts to rise (see figure 6).The reason for this is an
expected increase in the price sensitivity of cus-
tomers.When buying insurance products, especially
in the non-life insurance segment, many customers
will pay greater attention to price.This will increase
cost pressure in the insurance industry and bring
about product standardisation. Hence, it will be eas-
ier to compare the products of various providers.
Standardisation will give individual customers a bet-
ter overview of their insurance cover, so that they
can choose the services they need.Thus, their poli-
cy portfolios will be geared to their requirements,
the price-service relationship can be improved, and
there will be greater transparency.

Dwindling profit margins are already compelling in-
surance companies to review their existing prod-
ucts.A steady reduction in the variety of products is
envisaged. The objective will be to offer products
with standard features and standardised production
processes, and to use these innovations to improve
the processing and administration of policies in par-
ticular. A total of 62 % of the managers agreed with
this and expect new online insurance services to ap-
pear in the coming years. A basic requirement for
successful sales of insurance over the Internet is

A debate that is constantly being conducted regard-
ing the development of new market services is cen-
tred on the question:“What distinguishes a compet-
itive product on the hotly contested retail mar-
kets?” In the past, this question was relatively unam-
biguous.The greatest issue was whether or not the
sales forces should be perceived as part of the core
function. In many insurance companies today, prod-
uct initiatives are being steered towards further and
more detailed scoring and risk selection, as well as
tariff mechanisms. Despite continuous product de-
velopment, the period since deregulation has not
seen any revolutionary innovation involving prod-
ucts that are fundamentally different from past
products. In the past, insurance companies neglect-
ed to develop products that permitted a genuine
market differentiation.And yet changes in the future
are to be expected in the product and service port-
folio.

TTrreenndd  99..    CCoommppeettiittiioonn  iinn  tthhee  NNoonn--lliiffee  SSeeccttoorr
IIss  NNeecceessssiittaattiinngg  aa  RReedduuccttiioonn  iinn  tthhee  RRaannggee  ooff
PPrroodduuccttss

The industrialisation of the value creation process
will inevitably lead to a critical appraisal of the prod-
uct portfolio. It is not so much insurance coverage
as a product that will be at the focus of attenion, for
this will remain the case in future. Instead, the point
will be to investigate the various forms of cover,
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line providers at the same time a holiday is booked
and is thus included in the primary product.The au-
tomobile sector provides a further example of this
development.When a new car is bought, the dealer
will not only offer financing, but also insurance cov-
er.The forerunner in this trend is Volkswagen, which
already provided insurance cover from its own Volk-
swagen Insurance service for every ninth new car
sold in 2004. It is not just the traditional packages of
liability, fully/partly comprehensive and legal costs
insurance that are offered.Dealers also offer to take
over the repayment of credit or lease installments in
the event of unemployment or work incapacity. In
this way, insurance is linked more closely to financ-
ing and a comprehensive package is being formed.

The insurance representatives who took part in the
survey noted increased business by providers out-
side the insurance sector.Whereas such a state of
affairs was considered unrealistic in the past, 44 % of
the respondents in this study considered the inte-
gration of an insurance product into a primary
product as realistic or very realistic. In this context,
a clear process of change can be identified, which
goes hand in hand with the increase in offers of this
kind.

transparency with respect to understanding prod-
ucts and the ease with which they can be compared.
This change will mainly affect the non-life segment,
as life assurance will be explicitly excluded from
these developments.

TTrreenndd  1100..  IInnssuurraannccee  CCoovveerr  iinn  tthhee  NNoonn--lliiffee  
SSeeccttoorr  IIss  DDeevveellooppiinngg  iinnttoo  aa  CCoommpplleemmeennttaarryy
PPrroodduucctt

The range of the product and services offered by in-
surers will change fundamentally. No less than 83 %
of the respondents were certain that the services of
insurers will no longer primarily involve compensa-
tion in cash, but compensation in kind. It is assumed
that the liquidation of losses in future will involve
the replacement of goods or the organisation of al-
ternative solutions to a greater degree in exchange
for the payment of premiums. In this way, replace-
ment, and not financial compensation, will be the fo-
cus. This means ensuring utilisation of primary
goods will be the central function of insurers. A de-
velopment in this direction would also be beneficial
to claims management.

A further trend that is assuming increased impor-
tance in the non-life segment is the integration of an
insurance policy into a primary product.This can be
seen particularly clearly in the travel industry.Travel
insurance is already sold by travel agencies or on-

… there will be many micro insurance policies for 
small risks (e.g. travel). These will be sold mainly 

from vending machines or via the Internet

… the benefits paid by insurers will no longer be 
purely in cash, but increasingly in kind (e.g. car 

repair, a place in a nursing home)

… insurance cover and care will be paid for 
increasingly in other forms (e.g. by means of an 

assignment of property, employment)

… insurance policies will hardly be sold as separate 
products any more, but will be part of comprehen-

sive service packages (e.g. mobility)
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Figure 18: How realistic do you consider the following 
       developments in the range of products and 
                 services: In 2015 ...?
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be insurable at all, or insurable only for high premi-
ums.Today, there already are risk groups in car in-
surance who pay ten times the average insurance
premium. Premiums for property insurance may de-
velop in a similar way. In some regions, insurance
cover for certain natural disasters will no longer be
available. A similar scenario in life assurance is also
possible.The expert workshops also confirmed this
view. One participant said: “The customer still can-
not imagine that risks are not insurable because the
idea of general social insurance still predominates.” 

TTrreenndd  1122..  NNeeww  TTeecchhnnoollooggiieess  AArree  BBeeccoommiinngg
tthhee  DDrriivveerrss  ooff  IInnnnoovvaattiioonn

The application of new technologies is taken to
mean primarily new IT systems with which estab-
lished processes can be performed better, faster or
differently. They include the Internet, CRM, data
mining or new product and stock management sys-
tems. Process optimisation concepts are at the
forefront here.However, these concepts are but just
some of the possible new drivers of innovation.
Technological advancement is opening up a broad
spectrum of new innovation potential for the insur-
ance sector, and new processes, structures and
products. There already are practical examples of
the innovative shaping of products and services.
One of them is the “pay as you drive” concept in car
insurance. It is already being tested in the United

TTrreenndd  1111..  MMoorree  SSoopphhiissttiiccaatteedd  RRiisskk  SSeelleeccttiioonn  IIss
rreedduucciinngg  SSoolliiddaarriittyy

Before deregulation, segmentation and measure-
ment of the performance of individual customers
was only rudimentary and superficial. However, the
significance of a yield-orientated steering of cus-
tomer portfolios has now increased considerably.
Insurance companies consider it increasingly impor-
tant to carry out more sophisticated risk selection.
In order to reduce their “combined ratio,” numer-
ous insurance companies have introduced scoring
models that permit a detailed risk selection.A total
of 90 % of the insurance managers envisage more
individual relationships with customers on the basis
of these scoring models.The development will lead
to risk selection and pricing on the basis of individ-
ual customer data. Consequently, the tariff spreads
between the various targets groups will also in-
crease. A total of 92 % of the respondents were
convinced that such selection processes will en-
courage a segmentation of the market and induce
insurance companies to focus on individual cus-
tomer segments. At the same time, 89 % of the in-
surance managers expect in the future a risk selec-
tion process that will subject new customers to the
very rigid criteria applicable to the desired target
group.

As a result of such a stringent and detailed risk se-
lection and tariff process, certain risks will no longer

… individual providers will concentrate more 
strongly on individual customer segments

… customer relations management will be much 
more individual than today. Based on scoring 

models, customer interaction will be differentiated

… risk selection (new customers from risk-free 
target groups) will be performed very rigidly and 

will be an important sales task
0 10 20 30 40 50 60 70 80 90 100
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Figure 19: How realistic do you consider the following 
       developments: In 2015 ...?
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UUbbiiqquuiittoouuss  CCoommppuuttiinngg

The term “Ubiquitous Computing” or “Pervasive
Computing” means the increasing practice of fitting
everyday items (cars, clothes, work stations etc.)
with microelectronic elements, sensors and com-
munication technology. The result of this are
“smart” commodities, such as cars which warn the
driver in case of danger, houses that can be moni-
tored and controlled via the Internet, clothes with
integrated sensors that measure bodily functions on
a continuous basis and notify a doctor of any prob-
lems, and mobile workstations that automatically
adapt to the user.This has a variety of consequences
for insurers. On the one hand, this development
creates potential for new products and services and
for an optimisation of processes. Such applications
are already used to calculate premiums. Further-
more, by means of Ubiquitous Computing, insurers
can improve risk prevention. Sensors in water pipes
can detect leaks early and thus prevent major dam-
age from water. On the other hand, the increasing
computerisation of daily life will create burdens that
may also affect insurers. They include burdens on
health (electrosmog), on the environment (the dis-
posal of electronic waste), legal problems (illegal da-
ta gathering) and civil liability (liability for defective
networks).

States and Great Britain, and is based on a new IT
application.The insured person’s car is fitted with a
black box which, via sensors, gathers data on the
driver’s driving habits and the routes he has trav-
elled.This data is then processed in order to calcu-
late an individual tariff. A total of 62 % of the re-
spondents expect a further expansion of this con-
cept, in which the insurance premium will be com-
mensurate with individual use of the insured object.

But this is just the very surface of the innovation po-
tential. Apart from “pay as you drive” new tools
such as Ubiquitous Computing offer a number of
further options which can be applied to obtain rele-
vant data. But there are also other technologies,
such as GPS navigation, Bluetooth wireless data
transfer or electronic sensors, which permit the de-
velopment of hitherto unknown products and serv-
ices, for instance providing drivers with warnings of
oncoming bad weather, hailstorms or floods; car
surveillance when the car is not in use; and alarms in
the event of engine problems or low tyre pressure.
Other insurance segments can also benefit from
technological innovation potential, such as home in-
surance: Expensive household items will be fitted
with transponders so that they can be found more
easily if they are stolen. In the life insurance seg-
ment, there are possible technical applications that
can be used to monitor health.

… insurance premiums will depend highly on 
the use of the insured object (e.g. “pay as you 

drive”).

Share of respondent managers in %

■ Very realistic     ■ Rather realistic     ■ Rather unrealistic     ■ Very unrealistic

0 10 20 30 40 50 60

Figure 20: How realistic do you consider the following 
       developments in market structures and the model
       of competition: In 2015 ...?

11

51

34

4



Insurance 2015 – Retail Markets in the Midst of Radical Change
28

6. Construction Site “Product- and Service-Portfolio”

feasible. Providers outside the insurance sector will
increase the commodity aspect of products because
they are primarily interested in the functionality and
security of the primary product. Insurance cover is
merely a by-product here.

These differences in the production and sale of life
and non-life insurance products will compel compa-
nies to consider whether they can offer both types
of products at the same time.To succeed in the var-
ious types of products, appropriate skills and the
relevant know-how are required. However, every
specialisation must be geared to a maximum utility
for customers, which differs depending on the indi-
vidual customer segments. But what, from the cus-
tomer’s point of view, creates value? And which con-
tribution is an insurer able and willing to make? The
question of value generation cannot be answered in
general terms, but only in conjunction with the indi-
vidual expectations and experiences of customers.
In order to determine utility for customers, many
features have to be taken into account, for example
their age, financial standing, social connections etc.

In this way, the focus shifts from the product offered
on the market to the context of customer require-
ments via the fact that either a company or its prod-
uct materialises in the requirements, or they do not.
This shift from the “P” to “C”-approach (see figure
21) is associated with social trends, communities &
communication, and calls for completely new solu-

II..VVWW  PPeerrssppeeccttiivvee::  NNoonn--lliiffee  PPrroodduuccttss  AArree  BBee--
ccoommiinngg  aa  CCoommmmooddiittyy  ffoorr  aa  LLaarrggee  SSeeggmmeenntt  ooff
CCuussttoommeerrss

The empirical study and the panel of experts have
both indicated one thing very clearly: In the life as-
surance segment, the complexity of the products
and the requirements of individual customers are
going to require a high level of consultancy services
in the future too. Developments in the non-life sec-
tor will be more difficult to predict and specify. On
the one hand, a large segment of customers will re-
quire a reasonably priced and standardised package
of products but on the other hand, there will be a
segment of customers demanding advice and prob-
lem-solving as part of the service, even in the case of
non-life insurance.

Due to increasing price sensitivity, non-life insur-
ance products in particular are increasingly develop-
ing into a commodity for many consumers. This
trend is being driven by the pressure of market
competition and the dwindling profit margins of
providers. Insurance companies will be compelled
to offer more standardised insurance cover that is
cheap to produce.The pressure of competition will
be intensified by the infiltration of the insurance
market by companies from outside the insurance in-
dustry.This may be the case particularly with car in-
surance. In this context, the fusion of additional in-
surance products with the primary product is quite
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For over 50 years, the Tupperware Corporation has
proved that even with low-interest and low-involve-
ment products like simple plastic boxes, customer
communities can be created that involve close rela-
tionships.The company has achieved this thanks to a
unique system of direct sales. By holding presenta-
tions at the homes of female customers, so-called
Tupper Parties, the utility of these containers has
been demonstrated and potential customers have
been won over by the high quality and functionality
of the product range. Furthermore, by shifting cus-
tomer contact away from faceless retail stores to-
wards the relaxed atmosphere of homes, the “Tup-
perware” brand has been given an emotional con-
text. In this way,“household experts” have emerged
from the products and parties of Tupperware Com-
munities.This “Tupperware” cult has made a major
contribution to the Tupperware Corporation’s sales
success. In 2004, the Company posted worldwide
revenues of USD 1.2 billion.Today, direct sales of the
product range, now comprising 1,000 articles, take
place via approx.1 million self-employed consultants
in more than 100 countries around the world.

tions from the point of view of customers. An ex-
ample: Does a customer buy a car, or does he or-
ganise his mobility? In the latter case,what is the sig-
nificance of car insurance and what role do car in-
surers play in this context? Are they product suppli-
ers, or (network) organisers, or relationship man-
agers, or none of these? For managements, this ne-
cessitates a shift in perspective that will enable them
to better understand in which context customers
are acting and what functions should be brought in-
to play.

P approach inside-out

outside-in C approach

Figure 21: From „P-“ to „C“-approach?
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A total of 84 % of respondents are convinced that
alternative distribution channels will increase in sig-
nificance as a result of the integration of insurance
products with primary products. These alternative
channels will be mainly car dealers, travel agencies
and other non-insurance providers. The future im-
pact of car manufacturers on automobile insurance
is a subject of particular interest in surveys.This de-
velopment is the result of a shift in customer re-
quirements.

A further channel that will profit from changing cus-
tomer requirements according to the survey partic-
ipants is the Internet.The Internet will benefit from
the standardisation and increasing price sensitivity.
This is also the opinion of 85 % of respondents,who
envisage an increased role of Internet portals in the
non-life segment. Austrian respondents did not
perceive such a trend as strongly as respondents in
Germany and Switzerland.

Insurance companies in the German-speaking coun-
tries are strongly characterised by a tied sales force.
For most companies, this has been and remains the
most important access to customers. Whereas in
other European markets, alternative forms of sales
channels enjoy considerably higher significance, in
the German-speaking area the tied sales force is still
predominantly responsible for most of the sales.The
respondents expect a change to this state of affairs
in the future.

TTrreenndd  1133..  AAlltteerrnnaattiivvee  CChhaannnneellss  iinn  tthhee  NNoonn--lliiffee
SSeeccttoorr  aarree  IInnccrreeaassiinngg  tthhee  PPrreessssuurree  oonn  tthhee  TTiieedd
SSaalleess  FFoorrccee

Today, non-life products are distributed mainly via a
company’s tied sales force. However, as shown
above, products in the non-life sector are changing
markedly: On the one hand, standardised products
are appearing, and on the other hand insurance
products are being coupled with primary products.
In the opinion of 81 % of respondents, this will lead
to a reduction in the significance of the tied sales
force in the sale of these insurance products.
Switzerland is the country most heavily affected by
this trend.The respondents claim that the forms of
distribution that will benefit the most from this
trend are brokers, insurance advisers, alternative
distribution channels and Internet portals.

Share of respondent managers in %
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Figure 22: How will the share of individual distribution channels 
       in the non-life segment change in the next ten years?
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respondents expected their share of the market to
increase. Regarding the role of banks as a distribu-
tion channel for pension insurance, it is conspicuous
that this channel is not accorded the same signifi-
cance in Switzerland as it is in Germany and Austria.

Despite the rising importance of banks as insurance
distribution channels, two-thirds of the respondents
believe that the demarcation between banks and in-
surance companies will not become any fuzzier in
the future. Integrated financial services within the
meaning of the “all-finance” concept will not be-
come the norm, they say.

TTrreenndd  1155..  OOrrggaanniissaattiioonnss  wwiitthh  aann  EExxcclluussiivvee  FFoo--
ccuuss  oonn  DDiissttrriibbuuttiioonn  AArree  iinn  tthhee  FFaasstt  LLaannee

Companies with an exclusive focus on distribution
have been able to establish themselves in the insur-
ance sector. Well-known examples are AWD and
MLP in Germany, and the “VZ Vermögenszentrum”
in Switzerland.These distribution organisations have
one thing in common:They offer a specific customer
segment comprehensive advice on financial invest-
ments, mortgages, tax, insurance, pension matters
and inheritance. Their success is based mainly on
two factors:

• Comprehensive advice to customers within the
meaning of financial planning 

TTrreenndd  1144..  BBaannkkss  aanndd  IInnddeeppeennddeenntt  AAddvviisseerrss
WWiillll  bbee  tthhee  WWiinnnneerrss  oonn  tthhee  LLiiffee  IInnssuurraannccee
MMaarrkkeett

Changes in legislation, tax considerations, alterna-
tive forms of saving and dwindling trust in state pen-
sion systems are leading to increased demand for
life assurance. Unlike in the case of non-life insur-
ance, the motives and requirements of customers in
connection with pension and life assurance are very
complex. Companies are compelled to approach
risk and financial planning for their customers from
various angles. A growth market, involving intensive
consultancy, is expected to develop as a result. Con-
sequently, life assurance products will be non-
anonymous commodities in future, too. In fact, com-
petent advice on the subject of pension cover is be-
coming one of the most important success factors.
Dominant in this regard are those sales channels
which are best suited to meeting specific customer
requirements thanks to the consistent development
of the advice-giving  processes. In the life assurance
segment, this will lead to a shift in sales functions to
banks and financial consultants.

A total of 47 % of the respondents agreed that the
tied sales force is losing its significance.They were
largely unanimous about the future role of financial
consultants and brokers; almost 90 % of the respon-
dents accorded increasing influence to this form of
sales.The figures regarding banks are similar: 74 % of
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Figure 23: What is the significance of individual sales channels
        in the life assurance / pension insurance segment? 
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ness operations. Therefore the main function of
marketing is to communicate a company’s tangible
and intangible performance indicators and success-
es in a compact and comprehensible manner.

Apart from the brand, the tied sales forces are ac-
corded a key role in access to customers. A total of
43 % of the respondents estimate that in future, an
insurer’s access to customers will hinge upon the
social competence of its advisors. This view is al-
ready widespread, as illustrated by the attention
paid by company managements to activities in this
segment. However, future developments within the
insurance sector will compel insurance companies
to dispense with this biased orientation.The objec-
tive will be to serve different channels quickly and
flexibly. For this purpose, insurance companies must
apply a sold customer segmentation that should be
utilised for customer contact (marketing and sales),
underwriting (segment-specific scoring and tariff
models) and for customer service on a continuous
and consistent basis.

In response to the question “What will be the key
to access to customers in future?”, 41 % of respon-
dents mentioned “Multi-Channelling” and 40 % said
“Target group marketing/customer segmentation”
among the 4 most important points.

• Concentration on product sales and advice – no
product manufacture and management activities

This survey confirms the upward trend in this form
of distribution. A total of 59 % of the respondents
assume that the market share of specialised distri-
bution organisations will increase. Customer advice
and care, geared to specific requirements, is seen as
an increasingly important success factor.The devel-
opment and implementation of comprehensive ad-
vice concepts that transcend the borders between
producers will be a key skill in satisfying the increas-
ing demand for private and company pension cover.

TTrreenndd  1166..  BBrraanndd  aanndd  SSoocciiaall  CCoommppeetteennccee  WWiillll
BBee  CCrriittiiccaall  SSuucccceessss  FFaaccttoorrss

A total of 48 % of the respondents are convinced
that in the insurance sector, too, brand awareness
will be a decisive factor of direct success with cus-
tomers.The current debate on the subject of pen-
sion planning is making customers increasingly con-
fused. To re-establish lost confidence, make a very
abstract sphere of business visible, and create differ-
entiation vis-a-vis competitors, a company’s brand
name is assuming central importance as a “value-
driver of the 21st century”. However, a brand is
more than just a company logo or name. It also in-
cludes a company’s image. The specialist term
“brand” is taken to mean a company’s entire busi-
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Figure 24: How will market structures in the German speaking area
       most likely develop by 2015?
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side the insurance sector will also play an impor-
tant role by linking insurance cover to primary
products and thus creating a new definition of
sales.

• Consultancy trend:Advice on pension insurance
and life assurance products will continue to be of
key importance in the future too. Because of the
increasing complexity of the individual situations
of customers and of the products themselves,
analysis and consultation with advisers will be a
substantial part of the service. The professional
and social training of advisors and constant sup-
port for them within the customer dialogue will
thus become the most important conditions for
success.

• Care trend: In future, individual customer seg-
ments will require a comprehensive service that
goes beyond mere personal advice. For such seg-
ments, it is not the core insurance product, the
insurance cover, that matters, but the ability to
resolve special problems. Thus, desired service
goes beyond the need for advice all the way to a
“care function” a comprehensive service con-
nected with individual life situations.This applies
to life and non-life products.

II..VVWW  PPeerrssppeeccttiivvee::  DDiissccoouunntteerrss  oorr  PPrroobblleemm
SSoollvveerrss

Changing customer requirements, altered ideas of
prices and technological developments have a direct
impact on the function of insurance sales, especially
on the tied agents that are engaged in this.These de-
velopments show that insurance distribution is
faced with increasing challenges which must be re-
solved within the next few years. For individual in-
surance companies, three trends are emerging
which will affect distribution in future. A ll the
trends are based on changes in customer require-
ments and the development of product specifica-
tions as well as their association with the benefits of
the different sales channels.

• Commodity trend: Products in the non-life seg-
ment will become increasingly standardised and
will no longer require any advice.These products
will focus only on financial protection and will
satisfy no service requirements. Discount retail
chains with strong brands should be able to sell
these insurance products successfully thanks to
their access to customers.With targeted market-
ing campaigns and cheap price offers, the dis-
counters will apply their market power to win as
great a market share as possible. Providers out-
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Figure 25: What will be the key to access to customers in future?
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IInnssuurraannccee  ffrroomm  TTcchhiibboo

The insurance market is frequently opaque for its
customers and the individual is confused by the in-
surance offers from various providers. In spring
2002, with its new Financial Services range of prod-
ucts,Tchibo made its range of products for its cus-
tomers more transparent and straightforward
thanks to careful pre-selection and innovative on-
line services. Together with ASSTEL, a selection of
the most important capital and property insurance
lines, as well as personal insurance cover such as
private pensions, personal accident, motor insur-
ance or additional health insurance were developed
specially for Tchibo. Because of the low costs of dis-
tribution,Tchibo can pass the cost advantages in the
form of high returns directly to the end consumer,
resulting in an extraordinary cost-benefit relation-
ship. As a retailer, Tchibo publicises its exclusive
products by means of advertising brochures in its
sales outlets or via the Internet.
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In many countries in the last few decades, private in-
surance has been tied to national social insurance
schemes.This has given the life assurance sector a
considerable increase in business. One may assume
that demographic changes and a more critical atti-
tude towards the promises made by the state-run
social security systems will continue to have a posi-
tive effect on the development of private insurance
business.

The results of the survey reveal that demographic
developments and a restructuring of social security
systems are the most important forces of change in
life assurance (see figure 4). In particular, the ratio of
pensioners to the working population will rise from
about 1:2 to about 2:3 over the next 10 years,which
requires a fundamental change in old-age pension
schemes.

The ageing of our society will pose an enormous
challenge to the traditional pension schemes in the
medium term. Therefore one of the tasks of this
study was to establish how the respondent man-
agers view the task and nature of the welfare state
in the future, and what consequences they see for
individual insurance.

Figure 27: Relationship of over 65 year-olds to working population in %

1995 2005 2015

Austria 31 33 40

Germany 32 37 41

Switzerland 27 28 33

EU15 34 36 42

OECD total 27 29 35
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dividual savings. Ensuring their accustomed standard
of living will become an unattainable objective for
them. A total of 60 % of respondents shared this
view.

However, a shortfall in coverage may not only occur
among lower-income earners, but also among high
income earners.The reasons for this include under-
estimation of one’s own pension needs on account
of increasing longevity, unforeseeable expenditures
on care and attention, and unrealistic ideas of finan-
cial targets, for example as a result of a faulty esti-
mate of interest rates.This gives rise to the question
of how pension provision will appear in future and
what the insurance industry’s contribution to the
future system will be.

TTrreenndd  1177::  SSaaffeegguuaarrddiinngg  OOnnee’’ss  SSttaannddaarrdd  ooff  LLiivv--
iinngg  IIss  BBeeccoommiinngg  aa  CChhaalllleennggee  ffoorr  BBrrooaadd  SSeeccttoorrss
ooff  SSoocciieettyy

Some 78 % of the respondent managers from Ger-
many and Austria believe that the state will forsake
its socio-political mission of guaranteeing an accus-
tomed standard of living and will confine itself to the
role of ensuring that minimum subsistence require-
ments are met. Unlike in other German-speaking
countries, in Switzerland – which has a well-devel-
oped capital-based pension system – this view is on-
ly shared by 43 % of the respondents.

There is no problem with reducing the socio-politi-
cal mission to the guaranteeing of a minimum sub-
sistence level if pension shortfalls can be filled by
private savings. However, in many industrial nations
there are signs that social disparities are increasing
and that saving is becoming easier for some sectors
of the population and more difficult for others. On
the one hand, well-trained employees are benefiting
from the opportunities of a global economy and are
continuously improving their income and financial
standing. On the other hand, one observes an in-
crease in the number of people living just above or
below the poverty line.Therefore, one must expect
that a large part of the population – especially fami-
lies with many children and low-skilled workers –
will no longer be able to offset a reduction in their
contribution-based pensions by increasing their in-
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TTrreenndd  1188::  OOnnllyy  SSoommee  IInnssuurraannccee  CCoommppaanniieess
AArree  PPaarrttiicciippaattiinngg  iinn  tthhee  GGrroowwiinngg  RReettiirreemmeenntt
PPllaannnniinngg  MMaarrkkeett

As a result of decreasing pension benefits offered by
the state, there is growing demand for private pen-
sion schemes. Nevertheless, optimism in the insur-
ance industry remains subdued: Firstly, many per-
sons affected will be unable to maintain their accus-
tomed standard of living by means of additional sav-
ings. Secondly, an increase in the plethora of regula-
tions is expected, which will make it more difficult
for pension providers to operate on this market
profitably. Profitability can only be guaranteed if
there is a risk-orientated tariff structure on the one
hand, and an intensive fee-based system of advice –
on the subject of pension insurance – on the other.
What’s more, insurance companies are facing in-
creasing competition from banks. A shift in the mar-
ket share of pension schemes away from insurance
companies and towards banks is envisaged in Ger-
many and Austria in particular.To this end, the banks
will make consistent use of the relationships that
they have established with high-income and pros-
perous customers over the years, and will offer
them individual concepts.

… broad sectors of society will no longer be able 
to afford sufficient cover (no sustainable 

safeguards of standard of living)

Share of respondent managers in %

■ Very realistic     ■ Rather realistic     ■ Rather unrealistic     ■ Very unrealistic
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Figure 29: How realistic do you consider the following trends 
        in 2015 ...?
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ance lies in complex conflicts of interests that can-
not be easily resolved in a democratic process. For
this reason, sustainable restructuring requires a
consensus regarding important social objectives and
interdependencies. For this purpose, the Institute of
Insurance Economy has developed the “St. Galler
Existenzsicherungs- und Altersvorsorgemodell (SEA
Model)” as a guideline.

II..VVWW  PPeerrssppeeccttiivvee::  PPeennssiioonn  IInnssuurraannccee  ––  AA
CCoommpplleexx  MMaarrkkeett  wwiitthh  nneeww  CChhaalllleennggeess  

European national economies spend 10-15 % of
their GDP on pension expenses. Demographic and
economic prospects mean that it can be expected
that this percentage will increase tangibly over the
next few years and, at the same time, there will be a
steady increase in spending on health care systems
(currently accounting for 7-10 % of GDP). Sooner
or later, this will bring each national economy to the
limits of what it can bear.

The European welfare state is the response of dem-
ocratic societies to the demographic, economic and
social conditions of a growing industrial society.The
framework conditions of this policy have changed
considerably in recent years, and further changes
are to be expected (population, employment, social
values regarding solidarity, income distribution etc.).
The current structures of benefits and funding are
increasingly falling out of line with economic, demo-
graphic and social reality. A further decrease or to-
tal abandonment of socio-political achievements
through democratic decision-making processes
seems unlikely.

Nevertheless, the structures of benefits and funding
by the welfare state need to be reformed to a much
greater extent than today’s political decision-mak-
ers are ready to admit. The reason for this resist-

Share of banks in pension insurance

increasing < > decreasing (scale -2 to 2)

■ D     ■ CH     ■ A

0.0 0.2 0.4 0.6 0.8 1.0 1.2 1.4 1.6 1.8 2.0

Figure 30: The significance of banks on the pension market
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• In the future the planning and securing of pension
schemes will be less reliable and clearly more
complex than it is today.This trend will be height-
ened by a clearer division of pension schemes in-
to obligatory comprehensive basic cover and
capital-based additional cover.

• From the point of view of private pension cover,
there are additional business opportunities re-
garding more comprehensive advice and a broad-
er range of specific services in the form of care
offers.

Tackling the challenges of pension insurance is
bringing the insurance industry face to face with
two major problems: On the one hand, there is the
question of identifying and securing profitability in
this market. In many respects, this market can be
compared with asset management, but it is much
more highly regulated and considerably less prof-
itable. On the other hand, the insurance industry is
challenged to provide society and the political com-
munity with potential solutions for professional im-
plementation of current pension schemes and the
prudent development of pension systems. By meet-
ing these challenges, an effective contribution can be
made to resolving one of the most demanding tasks
facing society today.

The SEA model integrates four levels:

(1) Environmental factors 

(2) Images of society 

(3) Principles regarding a solution

(4) Implementation options.

The numbering of the levels complies with their vi-
ability regarding pension insurance from the point
of view of the stakeholders, whereby (1) is highest
and (4) is lowest.

This model offers a method of consistently record-
ing and structuring current challenges vis-a-vis fu-
ture-orientated pension provision. Initial work per-
formed using the model has produced the following
findings:

• Level 2 (images of society) and 3 (principles re-
garding a solution) provide the decisive impulses
for ridding the debate about the future of pen-
sion provision of outdated ideas and for embark-
ing upon new paths.

• The pension system is deeply rooted in a social
and political context; a radical change is unlikely.
Essential reductions in benefits occur in different
ways and in different spheres, such as an increase
in the retirement age, delays in the adjustment of
pension benefits, selective taxation on benefits &
financial models and an increase in capital-funded
pension solutions.

deep < feasibility > high

(1) Environ-
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factors
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Figure 31: „St. Galler Existenzsicherungs- und Altersvorsogemodell (SEA Model)“
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