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Towards statistics on insurance brokers

Introducticn

There is & lack of information concerning cthe financial auxiliary
enterprises and the financial auxiliary services at the moment in
most (or all) western countries. The Netherlands are no excepuion.
Concerning this class of enterprises and services one of the largest
gaps appear to exist in the Dutch system of econcomic statistics.

To improve this situation, Statistics Netherlands intends to set
up statisties on the financial auxiliaries, starting with the
insurance brokers. This paper gives an overview of activities which
have been undertaken or which will be undertaksn in future.

The outline of this paper is as follows. It starts with a brief
description of financial auxiliary services and financial auxiliary
enterprises in general. Next, the existing registers on insurance
brokers and the possibilities to arrive at an adequate statiscical
register on insurance brokers are discussed. The final part of the
paper deals with data-collection concerning insurance brokers. hpart
from general data on the profit and loss account and the balance
sheet infermation is included on the type of services ‘these
enterprises provide.

Financial auxiliary services

Financial auxiliary services are produced by specialized financial
auxiliaries classified in 181C, rev.3. division 67 and by .nits
classified in other ISIC-divisions. For example banks (ISIC 651, and
insurance companies (ISIC E60)1 also produce financial auxiliary
services. Other examples of non-specialized producers are travel
agencies (ISIC 630), transport enterprises (ISIC 60 - 62), garages
(I5IC 50}. Frequently, these insurance brokerage services are elasely
related to the main services of these enterprises (i.e. a transpurter
also offering freight insurance brokerage).

Financial Intermediaries often produce, in addition to finarcial
intermediation services, financial auxiliary services as well,
Likewise, financial intermediaries and Ffinancial auxiliariec are
frequently part of rhe same group of companies. Depending on national
legislation and statistical practices such financial intermediaries
and financial auxiliaries might be part of a single statistical unit
or constitute separate units,
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Also, the brokerage of insurances and the brokerage of loans
(mortgages} are often produced by the same enterprise or within a
group of related enterprises. Real estate brokerage is often part cof
the total set of services produced by this group as well.

Within the total group of financial auxiliaries some enterpr _ses
specialize in a certain type of financial auxiliary service. C:her
produce a wider range of financial auxiliary services. E.g. insurance
brokers might produce loan brokerage services as well.

1t follows that a survey amongst financial auxiliaries will never
preduce a complete description of the market for the financial
auxiliary services. For that purpese, information on the production
of this type of services by other classes of enterprises is needed as
well.

Financial auxiliary enterprises

Financial auwiliary activities constitute a rather broad spectrum
of activities, ranging from the stock and the insurance exchanges and
supervisors on the one end and loan, security and insurance brokers,
loss adjusters and insurance and pension consultants on the other.
The ISIC contains a break-down af this range of activities inte four
groups. Annex A of this deocument centains the relevant part of the
I8IC-classification.

Contrary to the old SNA and the existing ESA 1978, the financial
auxiliaries sre part of the finaneial corporations sector in the new
SNA/ESA. Within this sector they are classified into one separate
subsector. Annex B gives the text of the new SNA and ESA on financial
auxiliaries,

The distinction between financial intermediation and the financial
auxiliary activities is that the financial auxiliaries themselves do
not engage In financial transactions. The auxiliary services only
facilivate financial intermediacion (by the financial intermediaries)
and credit pgranting, issuing, buying and selling of financial
instruments by non-financial corporations,
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Overview of financial corporations by 1ISIC-class and
SNA/ESA-sector®)

financial corporations SNA/ESA-sector I81C-clacs
financial
intermediaries - central bank £.121 65.11
- other MFI §.122 £5.12
- other fin. institucions 5.123 £5.2
- insurers 5.124 e6.1 + 663
- pension funds §5.124 66 .2
financial
auxiliaries - aux's to banking §.125 7.1
- aux's te insurance $.125 67.2

R 2 1% noticed that some enterprisex classified in KACE 65 - B7 might be included in ozher

sectors than the fimancial corporations secter,

[SIC-division 67 can be broken down into twe separate but reluted

groups, i.e.:

a. enterprises producing auxiliary services related ta banking,
credit, 1nvestment and related areas between third parties (ISIC-
class 67.1);

b. enterprises producing auxiliary services related to insurance
(ISIC-class 6&7.2).

15IC-group &7.1 is broken down into three separate ISIG-classes
whereas ISIC-group 67.2 contains no furcther subdivision. Insurance
brokers constitute, with regard to their number as well as e.g. their
total employment, the main part of class 67.2. Other activities
auxiliary to insurance, e.g. insurance exchange, insurance and
pension advisors, loss adjusters are classified in the =ame ISIC-
class without any further break-down. Annex A contains the break-
down of ISIC-division 7.

Insurance brokerage consists of the advising of clients on the
appropriatenass af insurance policies, the conclusion of policies and
the celleccion of premiums. & distinction can be made between brakers
who are allowed to sign new policies themselves and those who have to
refer the policy to the insurance company. A second distinction is
between brekers alsc active on the insurance exchange (in Amsterdam
or Rotterdam) and those who are not. The latter class of hrokers -:an
place a palicy {concerning large industrial risks) on the insuranice
exchange only through an insurance exchange broker,
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Existing registers on insurance brokers

In the area of insurance brokerage the following classes of
enterprise registers exist in the Netherlands:
- statistical registers:
- supervisory registers;
- registers of professional organizations;
- Eiscal (VAT, income tax, enterprise tax) registers.

A statistical register should exist in each EU-country. Because
Statistics Netherlands makes little use of the financial auxiliary
part of this register, the quality thereof is doubtful. The first
step in setting up statistics concerning insurance brokers has t> be
an improvement of the quality of the statistical register.

The other registers mentioned above could be used to establish an
adequate statistical register on insurance brokers. Addicionally,
some external registers alse contaln statistical information. This
especially applies to the tax register.

Supervision of insurance brokers consists largely of inspection of
the adequacy of their professional skill (education in the field). No
supervision exists on the performance of their activities (as &.E.
with insurance companies).

For yealizing this objective a supervisory register of insurance
brokers has existed since the beginning of the fifties in the
Netherlands. Every enterprise or person providing insurance brokerage
services is obliged to register with the supervisory authority. The
institutions active in the field of insurance brokerage (as their
main or its secondary activity) have to appeint at least one person
who is in charge of this activity. This person should be registered
with the supervisory autherity.

So, this supervisory register contains all enterprises and persons
which produce insurance brokerage services independent of their main
activity. Additionally, persons are included who are responsible for
the 1insurance brokerage activities of the enterprises admitted.
Finally, persons admitted to produce insurance brokerage services but
net or no longer active on their own account ({(e.g. pensioners,
employees, others than those in charge) are included in the register.

Twa professional organizations of insurance brokers exist in the
Netherlands. Additionally, there is a professiocnal organization of
real estate agents, who as well often provide insurance brokerage
services. These organizations appeared to be very cooperative in
making their registers available.



Questions, however, exist on the usefulness of their registers for
statistical purposes. These questions relate especially to the
coverage of the sector and the concept of the unit included in -his
register,

Tax repisters could be useful, They predominantly concern the
income and/or the enterprise tax. As the ilnsurance brokers are not
subject to VAT, rthe VAT-register is of little use. At least chree
problems might exist with tax registers. The first problem relates to
the activity classification within the tax register. The second
problem concerns the delineation of <the fiscal wunit. The
interconnection of the tax register with the statistical register is
the third problem to be solved.

The establishment of an adeguate statistical register

Statistics Netherlands 1is currently escablishing an adeguate
statistical register on insurance brokers. This work is largely based
onn the existing statistical register and the supervisory register.
The registers of the professional organizations have been used ma.nly
in solving problem cases.

The first scep was toe find the connections between the units
included in both registers. This exercise has been complicated
because of the inclusicn within the supervisory register of inactive
units (enterprises, pensioners and employees) and of the persons in
charge of the insurance brokerage activities. Secondly, it was
complicated by the fact that private persons, who are active as an
insurance broker on their own account, do not need to register at the
Chamber of Commerce: the prime source of the statistical register on
units without employees. The third problem has to do with the lack of
a common identifier. Therefore, joining the two registers has tc be
based on the name and address of the insurance broker. The compar.son
of the two registers resulted in the following cases:

a. units from the supervisory register which are included in the
statistical register within ISIC-67.2:

b. units from the supervisery register which are included in the
statistical register outside ISIGC-67.2;

¢. units from the superviseory register which have not been traced in
the statistical register;

d. units from the statistical register within ISIC-67.2 which have
not been traced in the supervisory register.

Especially ¢ and d need further investigation. Depending on their
activity code within the statistical register b might be a problem as
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well. Most of these units are heing surveyed to check for register
purposes on their activities and their admission to act as a
insurance broker. This work is expected to be completed by the end of
this year.

Statistics on insurance brokers

Once an adequate register on insurance brokers is available the
compilation of statistics on these institutions can be starced The
following data seems necessary:

1. the profit and loss aeccount of the insurance brokers, including
their walue of production {outpuc), intermediate consumption and
staff costs:

2. a break-down of their output by type of product (type of service);
3. a break-down of their insurance pertfolio by line of insurance, by
type of consumer (households, enterprises) and type of business;

4. the employment with insurance brokers and a break-down of staff
costsg;

5. the balance sheet of the insurance brokers.

It is doubted whether it is relevant to colleet infermation on
imports and exports and investments. Sales of insurance brokers are
largely on the domestic markets. Only occasionally, transactions are
with non-residents. This relates mainly to the large brokers, mostly
those active on the insurance exchange. Purchases with non-residents
are even less important. Informatien on investment can largelv be
derived from the real asset information in the balance sheet and the
depreciation figures in the prefit and loss account. These two - Cems
are left for further discussion.

The five objectives relate to the various modules of the enquiry.
Annex C contains these modules.

Overview of modules

Module 1.1 The profit and loss account

Module 1.2 The distribution of profits

Module 2.1 Break-down of insurance commissions received
Module 2.2 Break-down of other commissions received
Module 2.3 Break-down of other income

Hodule 3.1 Composition of the insurance portfolio
Module 3.2 Humber of clients and policies

Module 3.3 Where is the risk insured?

MHodule 4,1 Staff costs

Module 4.2 Employment

Medule 5 Balance sheet
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Module 1. The profit and loss account and distribution of
profits

The aim of this module is to measure the value of production
{output} of the insurance brokers. Their sales are largely or the
domestic markets. All cransaction of the insurance broker wich -hird
parties, including the entrepreneur’s household, should be included.

The second part of this module is the distribution of profit
amongst the owners (shareholders), govermment {tax} and retained
earnings. With wunincorporated enterprises, this part may not be
feasible,

Module 2. Break-down of commissions and other income

The aim of this module is to pet a break-down of the commissions
received and other income by type of service and by type of
insurance. The proposed break-down is more detailed than the existing
break-down of the CPC.

Module 3. Break-down of the insurance portfolio and the
bPlacement of risks

This module gives information on the existing policies concluded
through the insurance brokers in terms of cheir numbers, the prenriums
invelved (exclusive of insuranmce tax), the clients and the placement
of the policies. The brokers have a choice of placing the policies
directly with an insurer or placing them through the insurance
exchange. If the broker has no access to the insurance exchange, the
latter necessarily goes via an insurance exchange broker.

Meodule 4. Staff costs and employment

This modules contains information on the enployment with insurance
brokers with the inclusion of family workers. Because insurance
brokerage is a small scale activity, members of the family cooperate
in the enterprise rather ofrten.

Module 5. Balance sheet

This module contains information on the balance sheet of insurance
brokers. Brokers who have not organized their activities in a
separate legal unit are probably not in a position to produce a
balance sheeat,.



8

Crganization of data collection

S5ome possibiliries exist for the collection of the data as
included in the various medules. Partly these data might be compiled
from the existing tax registers. Orher data might be overlapping with

existing surveys. A new survey seems necessary on the remaining
modules

The current strategy of Statistics Netherlands is as follows, Both
tax registers {income tax and enterprises tax) are expected to be
linked with the statistical register in 1996. Research will be done
to investigate the possibilities of deducting statistical data on
insurance brokers from these tax sources during the forthcoming year.
This applies especially to the modules 1 and 5. The paper of Van de
Stadt deals with this approach in more detail,

Information on employment should be coordinated with existing
surveys on this subject. The possibilities in this area will he
investigated in 1996 as well.

The break-down of commissions by product and the further break-
down of the portfolic of the insurance brokers might be collected
through separate surveys. It is not yst clear how and when these
surveys will be organized at this juncture.



Annex A. ISIC on insurance brokers

Tabulation
categories Group Class

Description

DIVISION 66

INSURANCE AND PENSION FUNDING, EXCEPT COMPULSORY

SOCIAL SECURITY

660 Inznrance and pension funding., except compulsory
social mecurity
6601 Life insurance
6502 Pension funding
6603 Non-life insurance

DIVISION 67

ACTIVITIES AUXILIARY TO FINANCIAL INTERMEDIATIDN

671 Activitias auriliary to financial intermmsdiation.
excaept insurance and pension funding
6711 Administration of financial markets
6712 Security dealing activities
6719 Aetivities auxiliary to financial intermediation
n.e.c.
6712 6720 Activities auxiliary to insurance and pension funding

DIVISION 67 ACTIVITIES AUXILIARY TO FINANCIAL
) INTERMEDIATION

Tis division includes the proviston of services
involved in or closely relatad tog financial
intermediation, but not themselves invelving
financial intermediatian.

[ 333 Activities amxiliary to
financial intermedistion,
exrwpt insurance and pension
fund ing

Thias group lncludes activitims involved in or
Closely related to Eirancial intermedjation,
other than insurance and pensicon funding, but
not theaselvee involving Financial
interpediation.

§711 Administration of financial markets
——f—==p Tl rlnancial markets

This class includes the operatisn and
supecvigsion of financial markets other than by
Public autherities and includes the activitien
of stock exchangea and cther bodies that
regqulate or supervize the Activitieg of
financial marckets, including exchanges far
commodity futures contracts,

£712 Securiky dealing activities

This class includes dealing in financial markets
on bwhalf of others (e.g. stock broking) apd
related activities.

Exclusions: Dealing in markets onm own accpunt
is classifted in clame §599 (Other financial
intermediation n.e.o.) .

&71% Activities auxilisry to financial

intermediation p.e.c.
—_——mearion n.e.c

Thie claas includes all activities auxiliary to
financial intermediation not clagglfied
elsevhere, including financial advigera,
BOortgage advizers apd brokers, bureaux da
chanye, etc.

Exclusiond: Inautrance agenks’ and other
activitiea closely related to infuzance and
Paneion funding are classified in clase §720
(ACtivitieg auxjiliary to ingurance and pPensinn
funding).

8§12 £720 Activities auxiliary to

insnrance and Pennlon Furdieg

This class ipeludes activities fnvolvad {n ar
c¢lomely related to the management 0f inaurance
and pension funding other than financial
intermediation and includes activities of
inBuzance agents, average and loss adjulters,
actuarieg, and galvage adninistration.

Exclusiong&: Marine salvage i clamsified ip
Class 6303 (Other Supporking transport
activitien),
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Annex C. Modules

Module 1.1 The profit and loss account

costs amount income amount
Staff costs .. ... Insurance commissions e
Repe .. Other commissions .. ....
Commissions paid e Income from secondary

Interesc .. activicies ...

Costs of advertisements ......
Cests of automation  ......
Depreciation on: Gross profic ...
bullding ...,
transport equipment ... .,
computers ...,
insurance portfolie  ......
General costs ...,

Total L. Total

Mcdule 1.2 The distribution of profits

amount

Gross profit L.
Entrepreneurs tax .

Profit afrer tax

Retained earnings
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Annex B. SNA and ESA on financial auxiliaries

4.96.

financial auxilianes (3.124]

This sub-sector consisis of #li resident corporations and quasi-
corporalions engaged primanly i activities closely relaied 1o
financial intermedislion bul which do not themseives perform
an intermediation role. They consist of corporations such as
securities brokers, loan brokers, flotation corporations, insur-
ance brokers, etc. They also include corparations whose prin-
cipal function is Lo guarantee, by endorsement, bills or similar
instruments inlended for discounting or refinancing by finan-
cial corporations, and also corperations which amange hedg-
ing instruments such as swaps, options, and fulures or other
instruments which are continually being developed as a resuit
of wide-ranging financial innovation.

Sub-sector: Financial auxiliaries (S.124)

2.37. Definition: The sub-sector financial auxiliaries (S.-124) consists of all financial

corpor_ations :_mAd'quasi-corpomﬁons which are principally engaged in auxiliary
'ﬁnanmal‘ activities, that is to say activities closcly related to financial
intermediation but which are not financial intermediation themselvas (see
2.3%9).

2.58. In particular, the following financial corporations and quasi-corporations are classified in
sub-sector §.124:

a)

b}

¢)
d)

e)

f)
g)

h)

)

insurance brokers, salvage and average administrators, insurance and pension
consultants, eic.;

loan brokers, securities brokers, investment advisers. etc.:
flotation corporations that manage the issue of securities;

f:orporatjans whose principal function is to guarantee, by endorsement, bills and simualar
instruments;

corporations which arrange derivative and hedging instruments, such as swaps, options
and futures (without issuing them);

corporations providing infrastructure for financial markets:

central supervisory authoritics of financial intermediaries and financial markets when
they are separate ipstitutional units;

managers of pension funds, mumal funds, etc.;
corporations providing stock exchange and insurance exchange;

non-proi_‘it institutions recognized as independent legal entitics serving financial
corporations, but not engaged in financial intermediation or auxiliary financial activities
(see 2.44).
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Module 2.1 Break-down of insurance commizsions received

Type of commission amount

Life insurance commissions
acquisition cemmission .,
collection and continuous commission e

Total life insurance commissians .

Commission on group pensien insuramce .. ...

Non-life insurance commissions
accident and health insurance ... ..
motor vehicle insurance ..
marine, aviation and transport insurance ......
fire and other damage to property  ......
general liability insurance . .
credit and surety inmsurance e
other non-1life insurance e

Total non-life insurance commissicns e
of which;
households
other

of which:
acquisition commissiom .
collection and continuous commission

Total insurance commission .

Module 2.2 Break-down of other commissions received

Type of commission amount

Mortgage brokerage commission
Cther loan brokerage commission
Saving and investment brokerage commission = ... ..
Other commission

Total

Module 2.3 Break-down of other income

Income from secondary activities amount

Income from real estate brokerage ..
Income from administrative services ...
Income from fiscal services
Income from other services

Total crraas
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Module 3.1 Composition of the insurance pertfolio

nunber of amount of
type af insurance poelicies prem: um

Life assurance
households
other

Total life assurance

Group pension insurance e sen
Non-life insurance

accident and health insurance ...,

motor vehicle insurance
marine, aviation and transport insurance = _.....
fire and other damage to propercy . .....
general liability insurance
credit and surety insurance
other non-1ife insurance

Total non-life insurance
of which:

households

other

Module 3.2 Number of clients and policies

clients pelicies
Householas
Other + e
Total e e
Module 3.3 Where is the risk placed?
palicies premi .am

Total business

of which:

with an insurer

directly om the insurance exchange
on the Insurance exchange through
an insurance exchange broker
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Module 4.]1 Staff costs

amounit
Vages and salaries L,
Commissions to scaff ..
Social contributions, inel. of pension premiums = ......
Bonuses
Subtotal L +
Refunded social benefits .,
- =
Subtotal
of which;
field staf® ...
office staft ...
Costs of tempeorary staff .
Sundry staff coses L, +
Total L
Mcdule 4.2 Employment
numbey

Self-employed (owner of the enterprise) or
Director of the enterprise
Other employees
Members of the family (non-employees)
Subtotal
of which:
field staff L.
office statf ..

------




Module 5 Balance sheet

pes

(¥

assets amount

liabilities

amount

Immaterial assets
insurance portfolia Cee e
cthers

Real assets

buildings ...,
transport equipment ......
computers ...,
Financial assets

Cash and other liquid

assets ...,
Other financial assets ......

Trade credit

Total

Own capital

Reserves

Provisions
for pensions
other

Long term loans
Short term loans

Trade credit

Total




