Dear,
Regulation of General Insurance brokers

We operate an insurance broking business in your constituency. As I know the xxxxxxxx Party is committed to the reduction of red tape and the ‘gold plating’ of any EU regulations, I am writing to bring to your attention a disturbing situation which is emerging in our sector.

Since 2005, we have been regulated by the FSA under rules drawn up as a result of an EU directive, the Intermediation Directive (or IMD for short) which was passed to allow freedom of services for our sector throughout Europe.

Unfortunately the regulations introduced went far beyond EU requirements, increased our costs considerably and to date have had no appreciable benefit for our customers. Indeed since FSA regulation was introduced, over 40% of general insurance brokers have ‘sold up’ reducing the availability of choice for businesses and consumers.
Not content with the damage done to date, the FSA have now produced a discussion paper 08/2, ‘Transparency Disclosure and Conflicts of Interest in the Commercial Insurance Market’ where it is seeking to further extend its requirements, again well beyond those stipulated in the IMD.

The FSA is recommending that general insurance brokers should disclose to their business insurance customers, prior to a purchase of any insurance products, the full extent of its earnings and the earnings of everyone else involved in the advice chain.  This paper has been produced despite the result of an FSA commissioned independent report in 2007 which concluded that clients did not want this information and in any event the significant costs incurred in providing the information far exceeded any potential benefits of doing so.

We believe that this is a prime example of over-regulation, and are at a loss to understand why the FSA are persisting with it.  I would reiterate that customers do not want it and the industry does not want it.
We would make the following additional points:
1. Brokers are already required to provide full details of their earnings upon request. This is a low cost solution with little red tape.  Interestingly, and according to the FSA’s own figures, over 80% of customers who did ask made no use of the information.
2. The suggestions contained within the discussion paper 08/2 exceed all EU directive requirements and will therefore put us at a potential disadvantage to our European counterparts, where we will certainly have higher costs as a result.
3. The commercial general insurance broking sector is highly competitive and a business has no problem in finding another broker should they wish to source alternative competitive quotations for their business insurance needs.  The FSA seem to think that the lack of movement between brokers is indicative of a lack of choice – it isn’t, it’s simply because customers are content with their current insurance advisor (evidenced by an independent survey of SME customers conducted in 2005/6 which found that over 90% said they were ‘satisfied’ or ‘very satisfied’ with their insurance broker)
4. Insurers who compete for business directly against us are not required to disclose anything about their earnings to potential and existing customers.

5. The information will be impossible or highly expensive to provide, and ultimately the cost will have to be borne by our customers.
6. As insurance is a contract of indemnity, the amount of commission paid has no bearing on the validity or amount of any claim paid.  No customer is disadvantaged in any way by the amount of the broker’s earnings.
We would ask you to look into the matter on our behalf and do your utmost to prevent another imposition of ‘gold plated regulation, which no-one, including our customers either wants or needs.
We look forward to hearing from you.
 Yours Sincerely,
