
IMIA 9-27 (92) E
Has the Engineering insurer anything to offer to his client t hat

the Fire insurer cannot offer more cheaply and more efficiently?

This is a ques tion t hat potential insurance clien ts in indus try

and commerce - be they manufacturers or other operators of plant

a nd equipment - have been asking themselves since the beginning

of the industrial era.

Ev idently , t o dat e , they have gen e r a l l y a n s we red t h i s criti c a l

quest i on in the affi r mat ive : otherwi se Engi nee r ing i n s u r ance

woul d no t have acquired the i mportan ce i ~ h~s not on l y in man y

industri a lized count r ies but also in t hreshol d co un t r i e s a n d even

d e v eloping nati on s . This impo rtance is re fle c t e d in I MIA sta tis ­

t i cs, Which show r e a l g rowth r a te s in Enginee r i n g insurance f o r

the l a st 25 years .

Bu t t h e qu e s t ion is s till on e t hat we Enginee r i n g insure r s should

keep asking ourselves criti cally . We do not want t o be c ome in­

flex i b l e and se t i n ou r way s , loth to dep a r t from traditional

habits. Rather, we want to re c ogn i ze changes i n the needs of our

cl ients and take the i n i t i a t i v e i n s a t i s f y i n g them. In a rapidly

changing e c onomi c en vironmen t, Engineer i n g i n s u r e r s should not

only be l ookin g to maintain th e i r p roven fun ction as r isk car­

riers fo r demand i n g ri sk man agers of f irms, agen t s and b r o ke r s ,

but a l so t o expanding thi s rol e even fu rther.

With thi s objec t i ve in mind, our sel f-que s tion i n g should thus

l e a d to an ove r all stocktaking of the situati on i n Enginee r i n g

i nsuranc e and t o ideas f o r its f urthe r development.

Th ere are t wo main reas ons fo r re s t r icting ou r c on s idera t i on s t o

a comp a rison betwe e n Machinery insurance an d clas sical I ndustrial

Fi r e insurance :

- F o r s ome years now, a s a cons equ e n ce o f c l i ent -orien ted

rest ructu r ing, d i r ect i nsu rers in indiv idua l marke t s h ave been

off e r i n g comme r cial and industrial all-ris ks cove r s. These c ov­

ers abandon t h e proven principles of coverage on a named- p e rils
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basis f o r class ical Pr opert y bus ine s s, part icularly for F ire

insuran ce of buildings and contents. In s ome c a s e s , although

currently much more se l dom than o ft en ass umed, comme rc ial and

industr i a l all- risks c ove r s may a lso i n clu d e the r is ks t radi ­

t ional ly covere d by t he annually r enewa b l e Engineerin g c lass e s

of bus i n e s s (Mach ine r y and Ele c t r on i c Eq u ipme n t i nsurance ) and

somet i mes CAR and EAR insurance as well .

- I n a few count r ies , particularl y the annual l y r e n e wa bl e En­

gine ering insuran ces a r e wri tten b y t he Property de p a rtmen ts of

compo s ite i ns u r e r s as a s i de l i ne to Fire insu r a n ce. At these

compos i t e s, Machinery insura n c e l e a d s a s o r t of "wal lflower"

e xis tence, carrying n o weight i n management a nd s a l es con ­

s i d e r a t ions. The business is consequen tl y disappo inting as

r egards the de velopment of its premium volume and fre qu e n t l y as
l

regards c l a ims exper i e nc e as we ll. This phenomen on is to be

found particularly in coun tr ies where, h isto r i c a l l y , s pecialist

insurers provided Ma ch i n e r y insurance in c onne c t i on with

leg a l ly compulsory inspec tions on a virtual mon op o l y basis or

wh e r e one c ompo s i te insurer wr iting En g i n e e r i n g insurance on a n

intensive bas i s dom i n a t e s the marke t with very l a r g e market

s hares.

Both developments - the offering of al l -risks cove r s and t h e han­

dling o f Engineering insurances a s a side line to Fire busin e s s ­

comp e l u s to take a critica l look at t h e quality o f t h e Eng i n e e r ­

i ng c l a s s e s of business, espe cia l l y i n r e lation to F ire in­

surance. They c omp e l us to e stablish more c l ea r ly t h e part i cu l a r

strengths of these products in order to se c ure ou r cl ien ts '

demand f or them and safeguard the independence of En g i n e e r i n g i n ­

s u r anc e in an e c on omic environmen t characterized by h i gh ly spe­

c i ali z e d , c os t -intensiv e t echnology that i s giving r i s e to in­

cre a singly expensive l osses.

Fire insurance is o f t e n r ega rded - co rrectly - a s the indispen­

sable " Life i n s u r a n c e " n e eded by eve ry busin e s s , a l ife insurance

in the bes t s ense of th e word , s i nc e it ens ure s a firm ' s s urvival
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a f ter a d isastrous f i r e o r exp l osion by providing s ubs tan t i a l

sums f or rebuilding.

In con t r a s t t o this , Machinery insurance is regarded as "Health

insurance", no t neces sary fo r e ve r y bu s i n e s s , bu t highly

r e c ommen d a ble fo r ma ny f irms to p rotect t echnical ly soph i sticated

and exp ensive capital goo ds.

Like most comparisons, t hes e a r e not perfe c t ; on e shou ld not take

them too far, but they can help us t o a certain exte n t in pinning

down the essential d i fferenc e s b e t we e n Engin e e r i n g a n d F i r e i n -

surance.

F irs t of al l there is the c laims i n c i de n c e . As in Heal t h in­

s uranc e, c laims .i n c i d en c e in Machinery insurance i s very h i gh . I n,
Germa n y, fo r ins tance , the s t a t istics of the Ger ma n Asso c i at i on

of Property I n s u r e rs f o r 1990 show a figure of 0 . 7 claims per

policy per year, i n contras t t o only 0.1 in Indus t r i a l F ire ( I F )

and a mere 0.05 in Fi re Business Interrupt ion (FBI ) . A whole

series o f theoretical conc lus ions can be drawn f r om this. One i s

t h a t Machinery insurance a pp ears i d e a l ly s ui t e d t o t h e a pp l i ca­

t ion of so -called exp e rience r a ting systems, whi ch take more

account of the e xperience o f individual policies , whereas IF ,

l ike Life insurance, must r ely mor e on gene ralized observ a t i on s

of co llect i ve statistics f or cal c ulat ing t he right risk pre mi um.

It is pleasing to r e mark t h a t the a verage annual p remium o f the

70,059 Machinery pol icies that ex isted in Germany i n 19 9 0 was , at

DM 10,840, lar g e enough fo r the h and ling of ri s k s on an in­

dividual basis to make commercial sense . By co mpar i son, t h e

ave r a ge premium in Fire is on l y DM 4 ,421 , in FBI DM 4 , 8 25 ( i n MBI

it is DM 18, 3 51 !). I have a l r e a dy indic a t ed t hat t h i n g s a r e t h e

other way round as far as the average claims amo unt i s concerned :

in I F it is DM 31,272 (in FBI e v en DM 101,767 ) compared with

DM 13,103 in Machine ry i n s u r a n c e (DM 45,572 in MBI ).

Th e c on cern with individu al r i sk c ircumstanc e s - wh i ch i s bo t h

pos s ible and nece s s ary i n Machinery insuran ce - and the appl i ca-
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tion o f expe r ience rating as oppo s ed t o statis t ic a l obs e rvat ions

a la mortal ity table i ndic a t e ve r y we l l t h e f u n damental ly dif­

fere n t charac t eri st ic s o f Machinery a n d Fire insurance. In the

f i rst case one needs an e ngi n e e r , in the se c ond a n a ctuary . Of

cours e, th i s is great ly simpli fie d : the Fire i n s u r e r a l so uses

engineers, a nd the Ma ch i n e ry ins u r er l oo ks at s t a t is ti cs , bu t

t h is ( ex a gg e r a t e d ) s imp li fi cation does make some things c l ear .

Thus, g ranting d i scoun t s for go od c la i ms e xperi enc e f un damen t a l l y

con f l ic t s wi t h the character of Fi r e ins u r a n c e ; con v e r s e l y,

serious advers e se lection e nsues i f the Machinery i n s u r e r "stub­

bornly" a pplie s tariff rate s a n d do e s not take a ccoun t o f i n ­

d iv i du a l risk circumstances and l o s s experie n c e .

This situation is e ven more pronounced i n EI cove r. I n MEI , r i s k

asses sment and ra t ing ( pa r t i cu La r l y in Europe ) i s so de t a i led and
l

geared to the spe cific case t hat i n negat ive terms it is refe r r e d

to as an occult s cien ce and i n positive terms a s a c omplete r i sk

management stu dy . A Swis s cedant on c e said tha t i n t he MEI

analysis o f t he v a r i o u s l oss s equen ce and l o s s mi n i mi zat i on

s c enarios he d r e w more on his general -staff trai n i n g i n the Swi s s

a r my t h a n on his tra ining in i n s u r an c e .

Conversely , i n FEI in s ome coun t ri e s insure r s are st i l l emp l oy i n g

such a generalized app roach tha t t h e p re mium is c a l cu l a t e d using

a s imple f a c t o r from t he Fire p remi um. I n the e vent o f a l o s s ,

howe ver , things tend t o become more case-speci fi c in FEI a s well

- hardly surprising with an average c laims amoun t o f over

DM 1 00 ,00 0! Exp e r i e n ced los s adjus ters are e mp l oy e d to esta bl i s h

t h e s ize of t h e indemnifiable l os s . I n MEI, on the o t h er han d , i t

is fr equ ently not on l y a case o f es tabli sh ing the i nde mn i f i a b l e

f inanc i a l lo ss but a lso - init i al ly - of mi nimi z ing losses ,

s hortening downtimes, procuring r ep l ac e ment p a r t s and seeing what

prov isional repai rs can be done - in sho rt , emergency engineeri ng

se r v i ce t o s ys temati cally master the si t u a tion t h at has arisen.

This p r ovides u s with a good l ead - i n to the b a s ic qu e s t ion of why

a cl i e n t buys Machine r y insuran ce o r, to pu t it a no the r wa y , of
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wh a t Machinery insurance has t o o f fer.

Ma ch inery i ns u r a n c e s ome times u s ed to be mo ckingly refe rred to a s

"luxury c over" and it is true t h a t on ly i n special cas es can i t

c l aim to o f f e r protec tion a gainst c ata st ro phe l o s s e s wh ich

th r e a t e n a f i rm ' s ex istence . Su ch special c a s e s would be when t he

bus iness on ly has one, o r a f ew, very expens i ve mach i nes that are

used fo r earning its e n ti r e rev e nu e . Thus in t h e c a s e of the

operator of a mobile crane , a chipboard pre s s or a f ew nume r i ­

c a l l y cont rolled , highly specialized machine t ool s s u c h as tho s e

used by a supplie r o f parts for t he mo to r indu s t ry , Ma ch inery i n­

surance can dra w on t h e conv i ncing a r gumen t that i t provide s

catas trophe cover, l i ke Fire i n s u r a n c e . ( Th e same a pp l i e s t o

Electronic Equipme n t i n s uran ce for a l a r ge computer cen t r e ) . In

all other c ases t h e r easons fo~ buy ing Ma c h i n e r y i n s u r a n c e mu s t

lie e lsewhe r e .

Both types o f annually r e newable Engine ering insu r a n c e are par­

ticularly successful in two completely different segments of the

market: on the on e hand wi th l o c a lly bas ed smal l t o medium-siz e d

f i r ms; on the o t h e r with t arget r i s ks such as s tea m pow er sta­

t ions , paper-mills and opencast mining operations, wi th in­

dividual p i e ce s of machine r y tha t cost hund r e d s of million s o f

Deutschmarks.

Machinery and Electronic Equ i pme n t insurance have a longsta n d i n g ,

loyal and stable clientele of smal l family busines s e s, i n trade

a nn d craft, medium-s i zed commerci a l under t akings o f all kin d s ,

c oop e rat ives, munici pal utilities and medium-s ized i ndu s t r i a l

firms. This En g i n e e r i ng bus i n e s s has produce d sa t isfac t o r y

resul ts and has grown over d e c a d e s i n st ep with e conomic deve l op­

ment . Th e contact wi th thes e clients i s naturally es tablished by

s ole and multiple agents and by small, r egionally o p e r a t i n g

brokers. Bu t the longstand ing nature of the as sociation is

achieved by intensive c lient- support fro m technical expe r ts

emp loye d by t he i nsu r e rs . I n par ti cular, t his suppor t has t h e

chanc e t o prove i ts v a l u e af t e r t h e o ccurr en ce of l o s s even t s ,
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whose r r e qu e ncy, a s alre a dy ment ion ed , i s abou t 7 to 1 0 time s a s

high as in Fire insurance .

Such expert support, based on knowledge which is c on t i nu a l l y up ­

dated as a resul t o r experience wi t h s im ilar losse s at o the r

firms, may b e prov i de d no t only by a n al lround r egional engineer

bu t , i f nec e s sary, also by special i s t s in the line or busine s s

conce r n e d, and is t h e most va luable s ervi c e r ende r e d by the in­

sure rs to t h ese smal l a nd medium- s i z e d clien t s . On e or t h e mos t

i mpo rtant tasks is determining c a u s es of l o s s e s inde p e n d e n t o r

the manufacturers o r the machinery c on ce r n e d and con s e qu e n tly

giving speciric recommendations for l os s pre ven ti on. The

pol icyholde r thus rec e ives from h is insurer the se rv i c e s o f a

spec i alist which he c annot p rovide h i ms e lr r o r r e a sons or cost, a

spe cialist who knows t he s trengt h s and weakne s ses or v ari ous,
makes o r machin e and a dv is e s his cl ient objectively - in t he

understanding that t h is i n the i n t eres ts or both part i es .

This typ e o r l ong- t erm coo pe r at i on be t we e n policyho l d e r s and i n ­

surers is n aturally e n gende r e d most where, as in the UK and Nor t h

America, legally required i n s pe c t i on s ro r certain t e chn ical

faci l itie s ( l irts, pressure ve s s e l s, s team generators, e t c . ) a r e

carried ou t i n connec t i on with Boiler and Ma ch ine ry insura n c e .

But s uch l ongs t a n d ing prove n cooperati on a lso e x i st s in othe r

countries without the se legal requirements . I n Germa ny a n d

Austria, s emigov e rnme ntal ins pection s o r t ests are carr ied out by

technical inspection a g e n cies; bu t ch i pbo a rd presses , r or ex ­

ample, are only i nsur ed fo r brea kd own and business in t e r rup t i on

i n con j unction with regular i n s pect ion s by the Mach i n e ry i n s u r e r .

I f th e Mach ine ry i nsurer can prov e h is wor th i n the e v en t or a

loss - through promp t, t r ansparent c l aims s ett l ement, help in ex­

pediting r epairs, and p r a ct ica l s ugges tion s r egarding ruture l oss

prevention - this serv ice can also prov ide a b ridge f or con ­

solidat ing and exp anding t h e re lat i onship with the client be yond

Mach i nery i nsu r an c e , in othe r classes or bus ines s as we l l . Th i s

i s p a r t icu l a r ly t r u e if t h e s e other c lasses canno t provide t he
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s pecial t ype o f client-con t a ct that exi s ts in Machinery insurance

be cause of their l ower los s inciden c e .

The profi ts recorded by Ma ch inery insurance over many y e a r s ul ­

timately confirm t h a t , as a resul t o f t his f r e qu e n t c ontact, the

insurer's knowledge of t h e individual r isk - f r om the t e ch no l ogy

u s ed , its main tainan ce and condition to the expecta t ion s o f t h e

p oli cyholde r - is much be t ter than in clas s e s o f bu s i n e s s wh ere

compu t e r - wr itten stan dard le t t ers a re the chie f fo r m of com­

mun ica t ion .

Thes e f a c t s als o explain the hesi tati on o f pol i cyho l de r s and suc­

cessful i n s ure r s i n Mach inery business ab ou t p res s i n g f or rapid

a nd sUbstan tial i n creases i n dedu c t i b le s . When small and medium­

sized c l a ims are paid, thi s no t only g ives the recipien t the suc-,
ces s f ul f e e l i ng of getting something back f rom hi s insure r onc e

in a while. The occa s io n also provides u s efu l i n f o r ma t i on : for

examp le, i n f ormat i on on experience wi t h comparable he a v y con ­

struct ion e quipme n t , a tip about t h e lates t ove rloa d prevention

measu r es for tower crane s, the a dd ress of an i ne xp e n s i v e a nd

reliabl e r epair firm for rewind i ng a lon g - s ervin g e le c t r i c moto r.

I f the insurer ' s s p e c ial ist who adv ises the c lient on thes e

tech n i c a l matte r s a l s o possesses i n s u r a n c e skil l s , a newly ac­

quired machine will no t onl y be adm i r e d bu t als o i n clu de d in t he

insurance poli cy wi t h the co r r ect sum i nsured.

And , if the r e is a Business In t e rrup tion p ol i c y , t here are al s o

recurrent opportunities to t a lk abou t t h e commerc ial side of the

risk as we l l as t h e techni cal side . The s e o ppo r t un i t i e s re qui r e a

s pec i a l i s t in the line of business c on c e r n e d if the ins u r e r

r eal ly want s to be what h e so o f ten p r omi s e s in modern PR cam­

paigns : a n u nders tan d i n g partne r fo r h i s c l ient. On l y someone

wi th a s pecia list kn owl e dg e of b r ewing t e chno logy and the curr en t

economi c si t u a tion of the br ewing indu s try can properly attend t o

the MBI insuran ce o f a medium- siz e d brewery and f u r ni sh i t wi t h

a dde d v a l u e . Mo r e over, he c a n do this in such a n e xp e r t manner

t hat he will no t be easi ly ousted fro m his pos ition as trus ted
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r isk a dv isor by a competitor who o ffers a s p e ci f i c insuran c e

produ c t a f ew perce n t cheape r .

Th e proof o f t he v alu e o f the insurer's services after the rela­

t i ve ly f requent l o s s e v ents , t he jo i nt efforts to get produc t ion

going again within the t ime excess if possible, con s o l i da t e a nd

strengthen this r ela t ionsh ip of t rust.

If a firm does not want th is direct s ervice f rom a p r a c t ically

experien ced , sp e c ial i st enginee r - i n re gu lar inspe c t i on v isits

and after t he occurr enc e of loss e ve n t s - i t should p robably not

bu y any Machinery insuranc e a nd pe r ha p s s hould no t eve n be o f ­

f e red a policy ei t her.

I n the cur rent debate a bout assess ing the c ons equ en ces of modern
f

technology a n d the ecological e f fe c ts o f i n du s t r i a l p roduction,

the word "sustainability" is frequ en t ly used . Th e demand is for

s ustainability e verywhere: on ly those processes should be per­

mi t ted whic h a re "sus tainable" i n this f orm fo r a long period,

c an b e kept go i n g wi thou t r isk and are transpare n t . This

nat urall y rules ou t the destruction or overexplo i t a t i on of

nat ural res ources and points i n the d irec t ion of r ecyclin g .

I n ou r c on t e x t one could - in modern parlance - say : on ly within

the framework o f the partnership jus t described are Mach ine r y and

~. MEI insurance " sus tainable ", are they acceptable for the i n s u r e r

and an interes t i n g p ropo s i t ion f or the insured.

Na t u r a l ly a Fire i n s u r e r can try to s e ll Machine ry i n suran c e t o a

smal l or medium-sized busine s s wi t h its Fire cover, more che ap ly

than t h e spec ialis t Engine e r i n g insu rer .

He c a n do s o more c h e a ply , it is argued, be cause h e do es n o t

p r ovide a ny engine ering s up port serv ice f or t he c lie nt ' s

mach inery. Howe ver, at t h e l a t e s t when a loss e v en t o ccu r s ( a n d ,

as p r eviously stressed, this h appens much mor e fr equent ly than i n

Fi re ins u r ance ) , the lack of famil i a rity with the ris k becomes
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p a i n rul ly o bvious, ro r bo t h pa r t i e s .

On the othe r hand, ir t i me a nd expense is invested in pro v iding

engineering service s - t o the benerit or both the insured and

the insurer - then high Machinery premiums, h igh premium rates on

the sums insured of the machines covered, just cannot be dis­

p e n s e d with. The a l l oc a t i on o r premi um to insured object in thi s

app roach i s a bsolutel y clear . Inde e d , it is syste ma t i c a l l y wrong

to apply low premium rates to high sums ins u r e d , includ ing build­

ings, supplies, et c ., and i r this is done, transpare n c y s u r r e r s

as a r esult . Parti cularly the "solid" owne rs or sm a l l and med ium­

sized businesses - the ideal candidates ror insurance - ort e n do

not appre ciate such u nclear a rrangements .

Especially ir ris k managment p h i l osophy spreads rurthe r among the,
se c t or o r small a n d medium-sized c ommercial a nd indust r i a l

c l ien t s , we see go o d ruture opportunities r o r Mach i ne r y insurance

as spec iali z e d cover i n this ma r ke t segmen t . I n many countries

the same applies to Ele c troni c Equipmen t i n su r a n c e .

Let us now l o o k at a s econd traditiona l ly very signi ri c a n t market

s egment ror Machine ry insurance: comme rc ial ly operated p owe r

supply installat ions , r rom hyd ro e l ec t ric power stat ions, g a s com­

p res s ion stat ions, c onvent ion a l steam and gas-turb i n e powe r sta­

t ions t o the l a r g e s t nuclear pow e r p l a n t s .

I n th i s ma rke t segment it is becoming increasin g ly dirricu l t ror

t he i n surance indust ry t o wo r k at a pro rit . Th i s applies e s p e c ­

ially to Machinery insurance. I t applies t o a l es s e r ex t e n t to

Fire ins u rance, since mos t or these risks are gene r al ly we l l

protec t ed agai n s t ri re and constitute d e s i rab le F ire bus iness as

rar the ir loss exper i e n ce is conc e r n ed.

Th e temp tat ion has thus be en very g reat ror Fire insu rers t o

conve rt the se large poli cie s , wi t h Fire s ums insured or man y bil­

lions or Deutschmarks, to. all-risks covers including Machinery i n

o r der to secure bu siness ror themselves . Despite herty loadings
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on the Fire rates, such conversions have most ly brought the in ­

s urers substantial l osses and ma ny headaches; t yp ical examples

a re t he power comp a n i e s in Israel, Belgium and t h e UK .

Where the value of mach ine ry represen t s 80 % o f the Fi r e sum in­

su r e d and Ma ch ine ry los s e s ave rage mor e t han ten times t he amount

of F ire l o s s e s in the long term, even a loading o f 100 % on t h e

Fire rate cannot cover the Machine r y ris k .

But if the Machinery risk is rated separately and app ropriately,

the comb ined a l l- r i s k s premium r eaches a l e vel that is r eally n o

longer att ract i ve for v ery large clients . In a ddition , there is a

g r owi n g number o f cases in which the r isk managers of such

client s prefer to obtain servi ces f or a f e e from independen t e x­

perts, services t h a t are separate from i nsu r a n ce cover and whos e,
costs are clear . Accord i ng to a McKinsey survey in the USA, 70 %
of ri s k managers wish for "unbundled" servi c e s from ins u r an c e

c ompan i e s , i.e . s pe cialized services such as ri s k- s pe c i f i c lo s s

prev e n t ion, los s assessment and loss set tlemen t . Access to the

expe r t s' own loss experi e nc e re cords and l oss stat i s t i c s is

valued p a r t i cularly highly . This trend has r eportedl y already

made sUbs tant ial progress i n t he USA . Compe ti tion forces the in­

su r er t o redu c e co s t s . He thus gradually loses the expert i s e for

t h is marke t segment and ultimate l y degenerate s in t o a chea p

provide r o f financ ial services, wh o like a bank p r ov i de s mon e y

when needed, bu t wi t h ou t any obligation for it t o be r e p a i d .

He re n e ith e r Fire nor Ma ch i n e r y insurers, and to an even l e s se r

e x t e nt c l i e n t -oriente d all-risks insurers , wi ll have a l on g - t e r m

chanc e of achiev i ng pos i t ive results with t h e ir s e rv ices i f the

r e quisi te insurance p r e mi um for the s till interesting c overage of

ve ry large losses i s no t implemen ted in t h e ma rke t with all the

n e cessary saftey l oadings and a sUbs tan t ial r isk l oadin g .

For Mach i n e ry i nsurance, we may sum up as f oll ows :

The r i s k- s p e c i f ic expert pe r s on a l serv ice in dealing wi th claims
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and providing on-the-spo t l o s s prevention advi ce at the i n s u r e d

comp an y will continue to ensure stable client rela t ionships in

the sector of small and medium-sized commercial and industrial

risks. On the o t h e r hand, t he absorption of Machinery and

Elec tronic insurance in a more s t andardized, purely c ommerciall y

f un c tioning all-risks insurance wi l l reduce such service and

c on s e qu e nt ly lead to e ven mor e pri ce competition a mon g insurers .

I n con nect ion with t h e o ther p itfal l s of these n e w t yp e s of c ov­

erage, su ch as i n s urance c ove r for hithe rto uninsu r e d and hence

unknown risks, th is will lead to the unsat i s f a c t o r y r e sul t s

si tuation i n all-risks i n s u r a n c e al ready f amiliar f r om s e v e r a l

insurance marke ts.

I n t h e marke t s egmen t " heav y indus t r y a n d p ower supply" t h e

service provided by the Machinery and Fire insu rers b e c ome s in-,
s ign i f ica n t for the Client in comparison with t he c os t advantages

achie v a b l e from t he competition , s i n ce fo r a fe e he can purchase

t h e serv i ce from " ind ep e n dent" e xpe r ts mo re cheap l y i n h is

opinion and withou t a n y o bligation o r l ong- te r m commi tmen t , a l ­

though he usuall y h a s to do withou t t he e xtensiv e lo s s know-how

which only insurers can provide.

If on e turns again to the que stion Which forms t he t i t l e of th is

p a pe r: "Has the Engineerin g i nsurer anyth ing t o o f fe r to h i s

c l i ent that the Fire i ns u r e r c an no t o ff e r more cheap l y and more

- effic iently?", one c a n g ive the fo l low i n g res ume : fo r the c l i e nt

wh o is see king the neces s ary t echn ical expertise fo r h i s

mach ine ry - a r i s k man a g e ment partner - the Machine ry ins u r e r h a s

someth i n g un i qu e and al l his own t o o f f e r , someth i n g Whi ch a F i r e

insure r c an n o t of f e r . If a c l i e n t doe s not want this , the F ire

insure r can natural ly sell h i m "cheap" Machinery c ov era g e wi t h i n

a n a l l -ri s ks policy (wh o s e r e s ult s , howe ver, wi l l prov ide the

Fire i nsurer with no j oy ) .

Wheth e r t h e r e wi l l cont i nue to be l a s tin g de mand for the special ­

i z e d c l a s s es Ma c hin e ry , MBI a n d El e ctroni c Equi pmen t ins u r a n c e i n

f u t u r e i s not l east dependent on the quality of the a c c ompany i ng
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servi ce, the importance o f wh i ch I have repeatedl y s tressed. I t

i s c l ear t hat t he con tinua l and disproportionate rise in person­

nel costs c omp a r ed wi t h the pri ce of machinery consti tu tes a big

problem in this c onnec tion .

Many aspects of what has been said above apply analogously to CAR

and EAR insurance .

Conrad Kellenber ge r

June 1992
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