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The  European  Parliament's  Economic  and  Monetary  Affairs  Committee  is  launching  a  public
consultation on ways to further enhance the coherence of EU financial services legislation. Given the
transition to a single rule book in financial services across the EU and the EU legislator's willingness to
have "all financial markets, products and actors covered by regulation" it is increasingly important to
ensure  that  legislation  fits  together  seamlessly.  The  consultation  will  feed  into  a  programme  of
reflection to determine future priorities for the remainder of this mandate and to inform the priorities for
the  incoming  Parliament  in  2014.   All  interested  stakeholders,  including  academics  and  informed
individuals, are invited to complete the Committee's questionnaire by 12 noon CET on Friday 14 June
and send it by e-mail to: econ-secretariat@europarl.europa.eu.  All responses to the questionnaire
will be published, so please do not send any confidential material with your response. Please make
sure  you  indicate  the  identity  of  the  contributor.   Anonymous  contributions  will  not  be  taken  into
account.

IDENTITY OF THE CONTRIBUTOR

Individuals

Name of respondent: 

Position:

Contact details:

Organisations

Name of organisation: Association of British Insurers

Name of contact point for response: Elisabeth Hoskins

Contact details: 0044 207 216 7505

Main activity of organisation: Insurance advocacy 

Registration ID in the Transparency register (where applicable): 730137075-36

Executive Summary

Economic  and financial  challenges  have put  extreme pressure  on decision  makers  to  include
safeguards in legislation to ensure European citizens and businesses are protected as much as
possible against future disruption and detriment. The ABI recognizes a need to do this, but urges
that  consideration  is  given to developing proposals  proportionate to the problems identified.  A
balance needs to be found between these safeguards and a reasonable framework under which
industry participants can continue to operate in and provide affordable and appropriate services
and products. Insurers not only play a role in protecting individuals and businesses against the
everyday risks they face, but also help to stabilise the financial system and contribute to the growth
of the economy.  If  any legislative file could create a barrier to this role, a proper cost benefit
analysis must be conducted.  We therefore welcome that the European Parliament is giving is
attention to coherence in the develop EU financial services legislation.
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There are many points we could raise in our response, however we have focussed on three key
points:

1) While  policymakers  have  unsurprisingly  focussed  on  the  banking  sector  following  the
financial  crisis, a tendency has developed to read initiatives that were valid for banking
across to insurance.  This is not only unjustified but also brings with it serious risks to both
consumers  and  the  insurance  industry.  Banks  and  insurers  operate  on  very  distinct
business models, have different risk profiles and provide different services.  These inherent
differences must be acknowledged and duly considered when proposing new regulatory
regimes.  Ensuring the adoption of  tailored solutions will  allow the insurance industry to
effectively  perform a  stabilising  role  in  the  financial  system  and  the  economy,  and  to
effectively provide products to their customers.

2) An appropriate length of time   must be allowed for legislative proposals to ‘bed-down’ before
undertaking legislative reviews and/or proposing new adjustments.  As a matter of course
the Commission will  be aware of how legislation is being implemented and the extent to
which it may be outdated and in need of revision. But it is not appropriate to review large
and complex legislatives initiatives every 3 or 5 years. Reviews create much uncertainty for
firms, their investors and their customers, and can lead to unnecessary costs. Even small
adjustments can have material impacts. We believe the inclusion of a time bound review
clause in many cases to be unhelpful and reviews should only be used for incidents where
there is uncertainty on the long term effects.

3) While impact assessments are undertaken by the Commission during the development of
legislative proposals, last minute changes are often made to the text at higher ‘political’
levels before publication. These changes can have major implications without being subject
to a proper impact analysis to identify the implications of these changes. Furthermore, no
impact assessment is carried out on the text that is adopted by the Council of Ministers and
Parliament,  and  with  this  text  often  being  very  different  from  the  original  Commission
proposal,  the initial  impact assessment is obsolete. We would encourage further impact
assessments to be undertaken when additional and/or fundamental changes have been
made to the legislative proposals.

QUESTIONS

1. Are there specific areas of EU financial services legislation which contain overlapping 
requirements?  If so, please provide references to the relevant legislation and explain the 
nature of the overlap, who is affected and the impact.

Where  there  is  an  intention  to  regulate  similar  activities  in  a  similar  way,  it  is  important  that  the
proposals  use  wording  that  has  similar  requirements  to  ensure  no  inconsistencies  occur.  Any
inconsistencies or overlapping requirements in legislation carries with it increased compliance costs
with no added benefit. 

In the Commission’s proposals on the Key Information Documents for investment products1 (commonly
known  as  PRIPs)  and  the  Insurance  Mediation  Directive2 (IMD2)  requirements  were  included  to
mandate  participation  in  an  Alternative  Dispute  Resolution3 (ADR)  procedure  along  with  rules  of
participation.  However, these requirements made no reference and were inconsistent to the recently
agreed ADR Directive, which mandated Member States to set up an ADR scheme along but did not
require a binding decision as mandated in PRIPs and IMD2. The result being that different  pieces of
legislation, one being a specific piece focusing on ADR procedures, one being non-specific, are trying
to do the same thing but setting down different requirements.  If there are current standards already set
down it  is imperative that references are made to them ensure there is consistency, and to minimise
confusion for those trying to ensure compliance.

1 COM (2012) 352/3
2 COM (2012) 360/2
3 COM (2011),793/2



2. Are there specific areas of EU financial services legislation in which 
activities/products/services which have an equivalent use or effect but a different form are 
regulated differently or not regulated at all?  If so, please provide references to the relevant 
legislation and explain the nature of the difference, who is affected and the impact.

A  flexible  approach  needs  be  taken  to  reflect  the  differences  across  financial  services  activities,
products and services they provide.  While we support cross-references to existing pieces of legislation
to  avoid  inconsistencies  and  duplication,  a  straight  forward  cut  and  paste  from existing  pieces  of
legislation is not always the correct approach to take. There are differences in financial services and
products meaning a similar but not same approach should be taken. 

While we can appreciate why the UCITS IV4 Key Investor Information Document (KIID) was use as a
benchmark for the PRIPs Key Information Document (KID), there are many challenges to using this as
a basis for a wider set of products in terms of practicality of producing the document and helping to
ensure consumer understanding. Firstly, UCITS are a standardized European Fund, PRIPs are not and
the PRIPs KID needs to take into account the differing structures of products in scope, and be adapted
accordingly, to ensure consumers are getting useful information on the relevant product. For example,
there was no separate section detailing that provided for a short explanation of insurance PRIPs and
the benefits  they  offered to  consumers.  Secondly,  there  is  no  sensible  way  to  use a  fund-based
standardized risk indicator developed for UCITS for PRIPS at a product level given some of them offer
access to multiple funds each with different risk profiles. 

On the other hand, while the reviewed IMD proposal was meant to be aligned5, particularly in the areas
of consumer protection, with the recast Markets in Financial Instruments Directive,6 (MiFID2) this did
not happen. There are many provisions in IMD2 that do not reflect the similar provisions in MiFID2, and
for which there is no explanation for the diverging approaches. For example the tying and bundling
provisions  in  IMD2 were  more prescriptive  than  those in  MiFID2,  with  the European  Commission
proposing a ban on tying and requiring any bundled products to be offered separately.  We believe
there  should  be  consistency  with  the  MiFID2  proposal,  which  requires  firms  to  inform customers
whether it is possible to buy the bundled products separately and to provide information about the costs
of each product.  Consistency here is important to ensure a level playing field both for the product
providers  and  to  ensure  customers  have  comparable  information  and  rights  for  similar  products.
Legislation should enhance consumer understanding not add layers of confusion.

There was also no provision made for execution only sales of PRIPs products in IMD2. While MiFID2
permits  the  sale  of  some  MIFID  PRIPs  on  an  execution  only  basis  (e.g  without  advice  or  an
appropriateness test) if  certain conditions are satisfied, IMD2 does not contain the same or even a
similar provision. This creates an unlevel playing field between investment products which invest in
similar, if not identical, assets. For example, a UCITS fund may be sold execution only under MiFID2
while an insurance fund with a similar asset profile cannot be sold execution only under IMD2.  Further,
we believe that  execution-only  sales of  insurance PRIPs have a valid  and important  space in  the
market place. Consumers should be able to decide whether or not they require financial advice and
requiring consumers to take some form of advice when buying an insurance PRIP, will  restrict their
access to financial investments and their ability to make their own investment decisions. 

Another example can be found in the proposals to review the Data Protection (DP) framework7 and the 
fourth Anti-Money Laundering (AML) Directive8. These two proposals are going through the legislative 
process in parallel but there is a risk that there might be conflicting outcomes leaving financial 
institutions unable to comply with both pieces of legislation. The AML proposal seeks to strengthen 
action that can be taken to combat fraud and financial crime. However, provisions in the DP Regulation
could lead to a reduction in the ability of insurers and other financial institutions to prevent and combat 
fraud and other financial crime, therefore directly contradicting the aims in the AML proposal.  Greater 

4 2009/65/EC
5 Insurance Mediation Directive COM (2012) 360/2, page 3, paragraph 1.2
6 COM (2011) 656
7 COM(2012) 10
8 COM (2013) 45



recognition of the need for insurers to access, store, process and share data in order to prevent and 
detect fraud is needed in the DP Regulation.9 This would ensure consistency between the two 
proposals.

3. Do you consider that the way EU financial services legislation has been transposed or 
implemented has given rise to overlaps or incoherence? If so, please explain the issue and 
where it has arisen, giving specific examples of EU financial services legislation where 
applicable.

There is always the potential.  The insurance industry is facing this risk as EIOPA develops interim
measures  for  Solvency210.  EIOPA  is  currently  developing  and  consulting  on  Solvency2  interim
measures, and we will see how these develop over the coming months. Our immediate concern is that
these anticipate legislation that is still  being developed. A worst  case scenario is that €millions are
spent on preparation, developing infrastructure to support this such as IT and staffing, so as to comply
with the guidelines, only then to have them reserved or amended further by the actual legislation. This
would be an unnecessary cost that can be avoided if careful thought is given, and the principles are
sufficient high level so as to steer the direction of travel and avoid detail.

4. How has the sequence in which EU financial services legislation has been developed 
impacted your organisation? Please identify the relevant legislation and, where applicable, 
specific provisions and explain the nature of the impact.

While there are a number of examples that could be offered in response to this question, we believe
this to be the most insightful. Solvency211 has to a certain extent been the victim of circumstance. It
was the only Directive that  was not complete – the framework Directive had been agreed but the
implementing measures were still being developed by the Commission – when the Omnibus Directives
were proposed (to introduce the changes brought about by the Lisbon Treaty).  However, given the
extent of the delays – the timing, and the costs – one must question whether this was the best choice
of action. 

The development of Solvency2 also provides an important case in point of allowing sufficient time for
implementation (to policymakers, regulators and industry alike). The original framework Directive had
an implementation date of 1st November 2012. It became clear that this would not be reached, and
Omnibus2 amended it to 1st January 2013. A quick fix was then required in 2012 to change the dates to
3rd June 2013, implementation 1st January 2014, and it is becoming clear that these dates too are no
longer feasible.

Since the agreement of the framework Directive in 2008, Europe’s insurance companies have had to
try to make sense of a constant moving target.  While the delays have been necessary, firms have
spent billions of euros (unnecessarily) in preparation for an implementation that hasn’t happened. The
hiring of a scarce and therefore expensive resource of Solvency2 actuaries (all companies at the same
time),  the  additional  resources  for  pre-application  of  internal  models  (as  the  deadline  for
implementation was expected to be short), IT systems for monitoring and reporting, have all added to
the €billion costs. 

These delays are out of the hands of the companies that will  be regulated by them. Each time the
extension has been fully eaten in to by the negotiations. We fully understand that it is important to get
the  legislation  right,  and  that  negotiations  can  be  long  and  complex,  we  therefore  urge  that
consideration is given to reasonably distant implementation dates for large, complex legislation, and
that a minimum of these ‘transitional’ periods are allotted to companies – so allow them time to adjust
their systems. 

5. Are there areas of EU financial services where the difference between forms of regulation 
(non-binding Code of Conduct or Recommendation to Member States vs legislative 
proposals) has affected your activities?

9 For instance in Articles 6, 9 and 20.
10 2009/138/EC
11 2009/138/EC



There is a place for both legislative and non-legislative proposals, and the various options that fall
under  each  of  those  headings.  Non-legislative  initiatives  along  with  best  practices  examples  from
Member States can provide a valuable alternative to regulatory action at a European Level. Codes and
recommendations also send a clear political message and direction to Member States but allow for
flexibility, while achieving the same outcome as legislation. This is particularly valuable where there are
long traditions of certain practices in member states, which may be different to each other but none of
which is better or worse than the other.   For example, we support ESMA’s approach to develop a
European Code of Conduct for the proxy advising industry, as the introduction of legislation could bring
with it an unintended consequence of further validating and embedding the influence of proxy advisors.
Regulating proxy advisors could incentivise some investors to rely on the advice provided by proxy
advisors. In developing a Code of Conduct,  standards can be driven forward, but in a progressive,
measured and proportionate way, that takes into account the variety of the nature of share ownership
in the European markets. 

Recently  legislative  proposals  have  increasingly  been  put  forward  as  Regulations  rather  than
Directives.  We appreciate  that  a  Regulation  can  be more favourable  because it  helps  to  achieve
uniformity across the European Union, but the value and flexibility of a Directive must not be forgotten.
A Regulation is not always the correct approach to take as it does not allow Member State flexibility or
differences in regulatory approaches that have been taken in response to national situations.  This is
the  case  with  the PRIPs  Regulation,  while  we  are  very  supportive  of  the  objective  of  the  PRIPs
initiative, it isn’t practical to set out detailed disclosure regulations for a diverse range of products in a
Level 1 regulation and the failure to appreciate this is the reason why negotiations have focused so
closely on the proposed scope of the Regulation. 

In addition, the ABI believes the Commission should continue their focus on developing programmes
that  are  aimed  at  reducing  existing  regulatory  burdens  on  businesses  and  to  always  consider
alternatives to European regulatory proposals when appropriate. The ‘do nothing’ option or the non-
legislative alternatives often seem to be excluded too early in the policy process. It is important that
these tools are considered to be valuable too.   

6. How do you think the coherence of EU financial services legislation could be further 
improved?

Please comment in particular on the extent to which the following would help to improve 
the coherence of future EU financial services legislation (please give examples to support 
your answer where possible):

As discussed in our response to question 1 (consistency between the ADR Directive and PRIPs and
IMD2) and to question 2 (consistency between MiFD2 and IMD2) we strongly urge for consistency
where  the intention  is  to  regulate  similar  activities  in  a similar  way,  while  also  adopting  a flexible
approach that reflects the differences across financial services activities, products and services they
provide.  

In IMD2 we have concerns about the many inconsistencies contained within the text, for example the
differences and contradictions between the recitals/explanatory memorandum and the content of the
articles in relation to:

• mutual recognition of qualifications referred to in Recital 25 but not in Article 8; 
• the amount  of  variable  remuneration  to disclosed by employees  referred to in  explanatory

memorandum but deleted from Article 17.
• incorrect  references  on  the  provision  of  advice  on  an  independent  basis  by  insurance

undertakings in Article 24

In addition to these examples, the conduct of business rules set down in IMD2 applies to all insurance
contracts and the enhanced standards for sales of PRIPs are cumulative.  These requirements are
duplicative and are also inconsistent with the investment sales rules set down in MiFID2. This means
that sales of insurance PRIPs would therefore be subject to the demands and needs test as well as the
suitability/appropriateness  test  making  the  whole  sales  process  much  longer  and  more  costly  for
consumers. 



The differing third country equivalence approaches is also a matter worthy of considerable thought in
the future. For every different financial services legislative proposal published, we have seen a different
approach taken to third country equivalence.  To name just  a few,  the Alternative Investment Fund
Managers Directive12, Credit Rating Agencies,13 MiFID2 and Solvency2 all take different approaches,
and the approaches seem to become more and more complex each time. Under Solvency2 the layers
of  complexity  have  run  the  risk  of  placing  European  headquartered  companies  at  a  competitive
disadvantage to international competitors when operating in non-European countries. We appreciate
that  this  is  now being  looked  at  by  policymakers,  although  we  remain  concerned  that  an  overly
prescriptive approach will be taken when conducting the assessments. We remain open to initiatives
that could set down some basic procedural rules when it comes to conducting third country equivalence
assessments.

a) a framework for legislative reviews or review clauses included in initial pieces of 
legislation which link to the reviews of other related legislation?

As a matter  of  course,  we would  expect  the Commission to be aware of  how legislation  is  being
implemented and the extent to which it may be outdated and in need of revision. For large, complex
files it would not be appropriate to review every 3 or 5 number of years. This creates much uncertainty
for firms, their investors and their customers, and is likely to lead to unnecessary costs. Just small
adjustment can have material impacts. We believe the inclusion of a time bound review clause in many
cases unhelpful for these reasons. Although we also recognise that where there is uncertainty as to the
impact of a proposal on a market a review cause can be welcome.

When review clauses are used there should also allow sufficient time for legislation to have been fully
implemented, to have bedded down and to have allowed for sufficient ‘use’ and experience. In view of
the developments of EU policy-making over recent years – firstly with Lamfalussy, and then with the
Lisbon treaty – further thought needs to be given as to whether the standard 3 or 5 year review time is
enough. The development of delegated acts and regulatory technical standards takes time, and has
recently resulted in a review being carried out only after being implemented for a few months. On 12th
February 2012, ESMA launched a consultation on the impact of Short Selling and Certain aspects of
Credit Default Swaps14, which was required as a result of the Commission being obliged to produce a
report  by  30th  June  2013  (because  of  the  framework  Directive).  This  legislation  had  only  been
implemented on 1st November 2012 so there was little experience from which to gauge impact. It was
simply too early to tell.

There is a further concern that changes will be made without a proper cost benefit analysis to identify if
it is really worth doing. In the event of a review clause, it should be acceptable for a Commission review
to conclude that no action is needed, and if necessary review again after an appropriate period of time.
The review of MiFID was undertaken less than 5 years after adoption into national law in 2007.  While
we appreciate that technological changes in the wholesale financial markets necessitated this review,
very little time was given for the industry to make the legislative changes before being faced with a
rather sweeping review. Furthermore, it did not give sufficient time to allow for the legislation to bed
down, for much experience to be gained, and from which informed conclusions could be made. Some
of the proposals in the investor protection section were also proposed without clear identification of
consumer detriment.  As with any changes to legislation there are significant compliance costs involved
and  the  ABI  urges  to  the  Commission  to  properly  balance  the  need  to  address  the  changed
environment with the potential impact those changes will have on the end users, the affordability and
accessibility for consumers.

An example can be found in IMD2 where a 5 year review clause contained in Article 35 sets down a
review shall be undertaken with a specific focus on Article 17(2). Article 17(2) sets down that disclosure
of commission relating to intermediated sales of non-life products shall be introduced 5 years after the
Directive has been implemented, meaning a review after 5 years would not be able to take into account
any impact that commission disclosure has had on intermediated sales of non-life products. Another

12 COM(2009) 207 final
13 COM(2010) 289 final
14 (EC/236/2012)



similar  example  can  be  found  in  the  in  the  European  Market  Infrastructure  Regulation15 (EMIR)
pensions exemption which is subject to a 3 year review, but this is too early given the actual clearing
requirements will not be in place until at least half way through the three year period. 

In short, we believe review clause should be the exception rather than the norm, used for incidents
where there is uncertainty on its long terms effects.

b) a unified, legally binding code of financial services law?

No we do not think a unified or single binding code for financial services law would be appropriate. We
previously considered this idea given many of our members operate on a cross-border basis, but have
come to the conclusion that  such an approach would  not  be workable.  It  would  not  recognise or
appreciate the different  Member State approaches to financial  services Regulation  that  have been
developed in response to national situations. It could be potentially confusing for consumers in respect
of  the way they purchase financial  services products,  and the rights they expect  to receive under
national laws. Additionally, it assumes that financial services law could operate in complete isolation
from other national laws. 

c) different arrangements within the EU institutions for the handling of legislative 
proposals (please specify)?

The ABI welcomes the Commission’s commitment to have independent quality control and support for
their assessments through the establishment of the Impact Assessment (IA) board. However, we have
some concerns that this process can be too safeguarded and external advice is rarely sought. The
mandate for the IA Board allows for input from external experts16, however, this does not appear to be
a common occurrence. We believe that the use of external experts could help to ensure a rigorous
quantification of costs and benefits of the proposals.   We would ask that consideration be given to
allowing the IA Board to consult with end users and stakeholders on the impact assessments in line
with their own suggestions in their Board Report 2012.17 

We are also aware that  last  minute changes are sometimes made to the proposed text  at  higher
‘political’  levels  just  before  a  proposal  is  published.  These changes  can  have big  implications  on
industry and its customers, and care must be taken to ensure that no new concepts are included that
are not subject to thorough impact analysis. For example with PRIPs, private pensions were included in
the text immediately before publication with no prior thought, analysis or consultation conducted on
how this would work and the impact this would have on those products. Further, since publication two
more consultations on the disclosure and sales of pensions products have been issued – one by DG
Sanco18 and one by EIOPA19 – covering the same issue. Surely this evidence gathering should have
been done before private pensions were included in the scope of PRIPs? 

Finally, no impact assessment is carried out on the near final versions of legislation that are adopted by
the Council  and Parliament.   Often these versions are very different from the original  Commission
proposals making their original impact assessment obsolete. The European Parliament has stated their
commitment to carrying out further impact assessments to assess the proposed changes to the text
and we would encourage MEPs to carry out further impact assessments before making changes to the
proposals.

d) other suggestions? 

No further comment.

7. What practical steps could be taken to better ensure coherence between delegated acts 
and technical standards and the underlying "Level 1" text?

15 EC/648/2012
16 Article 15 Rules of Procedure of the Impact Assessment Board 11/2011
17 Impact Assessment Board Report 2011 SEC (2012) 101 final, Page 26
18 
http://ec.europa.eu/dgs/health_consumer/dgs_consultations/ca/protection_third_pillar_2013_consultation_en
.htm
19 https://eiopa.europa.eu/consultations/consultation-papers/index.html
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http://ec.europa.eu/dgs/health_consumer/dgs_consultations/ca/protection_third_pillar_2013_consultation_en.htm
http://ec.europa.eu/dgs/health_consumer/dgs_consultations/ca/protection_third_pillar_2013_consultation_en.htm


At this point in time, it is too early tell if there are any steps that could have been taken to ensure
coherence  between  delegated  acts  and  technical  standards.  There  are  currently  few  examples
available  to be able  to offer  any practical  suggestions  on how the coherence could  be improved.
However, it is important that the right balance is met and there is sufficient detail in Level 1 with enough
flexibility provided in Level 2. We would also like more thought to be given to increase Parliamentary
oversight especially if level 2 measures are departing from the original intention in the text. 

8. Which area or specific change would you identify as the highest priority for the 2014-2019 
mandate in terms of improving the coherence of EU legislation?

We refer  you  back  to  the  three  main  points  that  we  made at  the  beginning  of  this  consultation
response, they are:

1) While policymakers have unsurprisingly focussed on the banking sector following the financial
crisis,  a  tendency  has  developed  to  read  initiatives  that  were  valid  for  banking  across  to
insurance.  This is not only unjustified but also brings with it serious risks to both consumers
and the insurance industry. Banks and insurers operate on very distinct business models, have
different  risk  profiles  and  provide  different  services.   These  inherent  differences  must  be
acknowledged  and  duly  considered  when  proposing  new regulatory  regimes.  Ensuring  the
adoption of tailored solutions will allow the insurance industry to effectively perform a stabilising
role  in  the  financial  system  and  the  economy,  and  to  effectively  provide  products  to  their
customers.

2) An appropriate length of time   must be allowed for legislative proposals to ‘bed-down’ before
undertaking legislative reviews and/or proposing new adjustments.  As a matter of course the
Commission will be aware of how legislation is being implemented and the extent to which it
may be outdated and in need of revision. But it is not appropriate to review large and complex
legislatives  initiatives  every  3  or  5  years.  Reviews  create  much  uncertainty  for  firms,  their
investors and their customers, and can lead to unnecessary costs. Even small adjustments can
have material impacts. We believe the inclusion of a time bound review clause in many cases to
be unhelpful and reviews should only be used for incidents where there is uncertainty on the
long term effects.

3) While  impact  assessments are  undertaken  by  the  Commission  during  the  development  of
legislative proposals, last minute changes are often made to the text at higher ‘political’ levels
before  publication.  These  changes  can  have  major  implications  without  being  subject  to  a
proper impact analysis to identify the implications of these changes. Furthermore, no impact
assessment is carried out on the text that is adopted by the Council of Ministers and Parliament,
and with this text often being very different from the original Commission proposal, the initial
impact  assessment  is  obsolete.  We  would  encourage  further  impact  assessments  to  be
undertaken when additional  and/or fundamental changes have been made to the legislative
proposals.

9. Do you consider that the EU legislative process allows the active participation of all 
stakeholders in relation to financial services legislation?  What, if any, suggestions do you 
have for how stakeholder participation could be enhanced?

The ABI  strongly  supports  the  open  consultation  process  undertaken  by  the  EU institutions.  It  is
important that stakeholders are able to provide expert input into the decision making process, drawing
from their own personal and practical experience. However, it  can be hard to identify the extent to
which stakeholder responses and their views are taken into account.  For example there seems to be
no active ‘demonstration’ of the value of contributions received in consultation summaries published by
the Commission. They do not provide an analysis of the responses received or give any indication of
how they will take the often wide variety of views into account.  The summaries are more high level as
with the IMD review and the Pensions Green Paper, where a summary of responses was provided
rather than an analysis of the responses. It would be far more beneficial to have an analysis of these
responses to so the Commission’s approach can be identified. 

Further, as discussed in question 6(c), we would appreciate an ability to provide input into the impact



assessment.   It  is  crucial  that  quantification  of  costs  and benefits  in  the  impact  assessments are
correctly assessed and based on robust data, realistic assumptions and sound methodologies.  This
type of evidence and information is best collected from the end user affected by the proposal who can
provide accurate estimates of costs and also highlight where potential problems may lie if changes are
made to the status quo.

On the design and comparison of options, further efforts are required especially in respect of genuinely
alternative policy options. Additional justifications, the proportionality of alternative policy packages and
sufficiently  detailed  information  on  the  likely  impact  of  all  approaches  should  be  provided  by  the
Commission, and not only those relevant to the preferred policy option. Strong justifications should also
be presented as to how the selection of measures under consideration would target the key problems
areas. If no benefits or robust justifications can be found, then one must question whether any action
should be taken.  Unnecessary and disproportionate legislative changes can have a real economic
impact on growth in the market and on business and the ABI is pleased that the European Parliament
is looking into the coherence of financial services legislation. 

10. Do you consider that EU legislators give the same degree of consideration to all business 
models in the EU financial sector? Please explain your answer and state any suggestions 
you have for ensuring appropriate consideration of different business models in the 
development of EU financial services legislation. 

An assumption developed after the financial crisis that what was valid for banking must be valid for
insurance.  This assumption is not correct. Insurance was neither at the root of the crisis, nor the main
recipient of government support. Banks and insurers played different roles during the crisis because
they operate on very distinct business models and therefore have very different risk profiles.  It needs
to be remembered that the core activity of insurers is risk pooling and risk transformation, while that of
banks is the collection of deposits and the issuing of loans, together with the provision of a variety of
fee-based  services.  Therefore  while  we  support  improvements  to  regulatory  and  supervisory  for
insurers that will maintain a sound and competitive insurance industry and foster consumer confidence,
exporting  to  the insurance  sector  the  regulatory  reforms proposed  for  the  banking  industry  is  not
appropriate. 

It needs to be remembered that the core activity of insurers is different from that of banks.  Insurance is
about risk pooling and risk transformation, while that of banks is the collection of deposits and the
issuing of  loans,  together with  the provision of  a variety of  fee-based services.  While the industry
supports improvements to regulatory and supervisory standards for insurers that will maintain a sound
and competitive insurance industry and foster consumer confidence. Exporting to the insurance sector
the regulatory reforms and tax proposals under consideration post-crisis for the banking industry is not
the right approach to take. The existence of different business models, fostered by appropriate, tailor
made Regulation and supervision, creates the market diversity that underpins overall financial stability.
Concerns about regulatory arbitrage can be addressed effectively while still improving the supervisory
and regulatory framework of the insurance industry in a sector-specific way. 

There have been some very welcome comments from policymakers stating that they recognise that
insurance is not banking, and that different financial sectors have different business models, different
clients and offer different products. While this is especially welcome, we remain concerned that when it
comes to the actual drafting and detail  of  legislation,  and despite the best  will  in the world,  these
differences are lost.

The most recent example is offered by the copy and pasting of CRDIV banking remuneration proposals
– which introduces a cap on variable remuneration - to UCITS asset management. While we have long 
held strong reservations about this approach even for the banking community – the risk being that a 
bonus cap will raise the non-variable salary  for which there is no shareholder oversight or claw back 
for poor performance – but for UCITS asset managers we believe there is no logic at all for its 
introduction. UCITS management are not systemically risky, and have not had to be bailed out by 
taxpayers.  It is a pure copy/paste for which there is no clear reasoning. It is this lack of understanding 
of the differences of the various industries and business models that is the most concerning



Note on answering the questions

Please clarify in your answers whether your example relates to financial services legislation in force, or
to proposals still under consideration. For example, if you refer to MiFID as an example, please specify
whether  your  point  relates  to  Directive  2004/39/EC  ("MiFID  1")  and  accompanying  implementing
measures, or to the MiFID 2 negotiations based on Commission proposals COM (2011) 652 and 656.


