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AT A GLANCE

In the next few years, new sales regulations will alter the playing field for European 
insurers. The latest agreements on these rules have made two things clear: the new 
rules will have a large impact on the structure of insurance products, and insurers 
cannot afford to put off the necessary preparation of their sales forces and systems.

How the Distribution Channels Will Change
Life insurance will likely feel the greatest effect, and property and casualty and health 
insurance will experience fewer changes. The exact impact of the new regulations will 
vary significantly across countries and companies. Some companies will see a dou-
ble-digit decline in their life-insurance business, whereas others may gain from the 
new rules. Overall, there will be a larger gap between affluent customers and the mass 
market—as well as more new sales formats (especially direct sales) across the board.

No-Regrets Moves That Insurers Can Make Now
Because of the direction that insurance is taking, insurers will benefit from making 
strategic investments in their digital operations. They will also see a payoff from 
incorporating technical platforms into their sales processes, shoring up their 
positions in bancassurance (insurance products offered through bank sales chan-
nels), and supporting agents and brokers who work with wealthier clients. 
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Some insurance 
companies face 
potential volume 
declines as large as 
25 percent. They need 
to rethink their 
current strategies and 
turn this threat into 
an opportunity.

Over the next few years, European policy makers will tighten regulations 
governing insurance distribution. Three regulatory initiatives—the Insurance 

Mediation Directive (IMD2), Packaged Retail and Insurance-based Insurance 
Products (PRIIPs), and the Markets in Financial Instruments Directive (MiFID2)—
will change how insurance is sold and how insurance products are structured. 
Although no one knows what the final rules will be or how they will be implement-
ed, the European Parliament’s recent agreement on proposals has removed a lot of 
uncertainty. It is clear the changes will be sweeping in scope. 

Insurers, therefore, cannot afford to do nothing. With top-down analysis suggest-
ing that some market participants face potential volume declines as large as 25 
percent, insurance companies must rethink their current strategies and turn  
this threat into an opportunity. They can do so only if they form a picture of  
the new regulatory environment—even while some details are still coming into 
focus. 

In broad strokes, the intentions of European policy makers have been clear for 
months. They want to accomplish the following:

 • To minimize intermediaries’ conflicts of interest by illuminating incentives and 
affiliation—namely, whether they are beholden to a particular insurer or 
insurers—and reducing or even banning commissions that could be deemed 
inappropriate

 • To enhance the industry’s professionalism by raising the standards for sales 
advice, documentation, and qualifications of salespeople

 • To empower the customer by adding transparency about products and interme-
diaries’ remuneration

 • To level the playing field for financial institutions across Europe by harmonizing 
the rules

In our view, the optimal way to proceed is to build a scenario that takes into ac-
count what the regulatory authorities—the European Commission and Parlia-
ment—have proposed so far and that uses these proposals to define a realistic 
worst case as a base scenario. This realistic worst case boils down to five likely 
changes, which can serve as the basis for some initial but crucial decisions. (To get a 
broad sense of what is under consideration, see Appendix 1.) 
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New Regulations: A Realistic Worst-Case Scenario
The first likely change would be to extend and raise advisory standards. Among other 
things, this means that before an insurance product can be sold to a customer, the 
intermediary must do a detailed “customer fit” analysis—similar to what banks and 
asset managers have to go through to sell complex investment products. It will also 
involve more extensive documentation. 

The second change is hard disclosure of the intermediary’s individual remuneration and 
the total cost loadings of an insurance product, accompanied by additional “compre-
hension alerts” that highlight the complexity of life insurance. In the past, the 
amount of money an intermediary made as a result of selling a particular product 
had been invisible to the customer. In the next regulatory era, that may well 
change. If a customer knows that an intermediary is getting a €1,000 commission 
for selling a particular product, for instance, that knowledge may alter the dynam-
ics of the relationship. 

The third change will be a dramatic increase in the sanctions and personal liabilities 
for misconduct or failure to comply with insurance rules. These sanctions would af-
fect not just intermediaries but also the insurance companies themselves and the 
managers who run them.

The fourth change involves raising the minimum qualifications of intermediaries by re-
quiring them to regularly take more formal exams with stricter requirements. (The 
impact of this change may be small in countries where standardized qualification 
requirements are already in place.)

The fifth change would involve a ban on product “tying.” In the future, although 
product bundling will still be allowed, companies will likely have to make the 
components of every bundle available for individual purchase—and they may be 
forbidden from tying the sale of one product to the sale of another. (For example, 
companies that make loans are now allowed to require that customers also buy an 
insurance product, guaranteeing their payments. Such tying may be prohibited in 
the future.)

The Possibility of Commission Bans
Of course, in a climate that is still uncertain, it makes sense to be prepared not just 
for a realistic worst case but for the worst case you can imagine. For European in-
surers, such a scenario would include banning commissions for independent advi-
sors—an idea that was originally put forward by the EU commission and that is still 
being debated across Europe. We have excluded this from our realistic worst case, 
partly because the idea was dropped in the most recent proposals and partly be-
cause we think there will be ways of circumventing such a policy. (The most obvi-
ous way to avoid it would be for intermediaries to change their status from inde-
pendent to being tied to multiple companies.) 

A more intrusive worst case could involve a prohibition on commissions of every 
type, regardless of product or channel. That would render many of today’s sales 
models unsustainable, especially those of agents who are tied to a specific company. 

For European  
insurers, the worst-

case scenario involves 
the banning of 

commissions for 
independent advisors.
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It is important for insurers to develop an understanding of how banning commis-
sions might affect their businesses in the long term. They can do this by studying 
the impact that commission bans have had in the UK, the Netherlands, and Scandi-
navia—regions that have already introduced such bans and that have put into ef-
fect other rules beyond what pan-European regulators are currently contemplating. 
(See Appendix 2.)

Existing Trends Will Gain Momentum
To whatever degree and in whatever order the base-case changes come, they will 
accelerate four trends that are starting to emerge in the European insurance 
industry: declining productivity, diverging transactional and advisory businesses, 
increasing competition from asset management products, and rising prominence 
of direct-sales channels. In fact, all countries with more advanced regulation—
the UK and the Netherlands, in particular—are already dealing with these 
trends.

Declining Productivity. One consequence of the new regulations will be a decline in 
individual sales-agent productivity—especially in the more strictly regulated 
life-insurance business. Productivity will go down because intermediaries will need 
to devote more of their time to expanded advisory and documentation require-
ments. Hardest hit will be those sales agents who currently focus on quick sales and 
don’t do a lot of individualized analysis before recommending life insurance 
products to customers. These salespeople may have to entirely revamp their ap-
proach. Those who already use holistic advisory tools—which incorporate data 
about customers’ individual financial situations and expectations—won’t be hit as 
hard. But even those sales agents will face the challenge of additional documenta-
tion and increased liability.

Another contributor to declining productivity will be a drop in the number of cus-
tomers willing to buy from an intermediary. This is inevitable as remuneration be-
comes more transparent and some agents find themselves unable to convince cus-
tomers that the level of their commissions or fees is justified. This will be a 
particularly big problem in life insurance, prompting some customers to opt for low-
er-cost options—such as direct channels and asset management products—or to 
stop buying insurance altogether.

The productivity decline will put so much pressure on some agents’ income that 
they won’t be able to make a living and will have to leave the business. This will af-
fect mostly agents whose productivity is already low.

Diverging Transactional and Advisory Businesses. The increased costs and liability 
risks of providing advice—as a result of new requirements for documentation and 
suitability analyses—will become a disincentive in the low-value—that is, low-in-
come—part of the market. With fewer intermediaries working the low end, the 
mass market will need to be turned into a “pull” market—one in which customers 
buy insurance without anyone selling it to them individually. But not every 
mass-market customer will do this; some will simply drift away, causing volumes in 
this part of the market to fall.

One consequence  
will be a decline in 
individual sales- 
agent productivity— 
especially in the  
more strictly regulat-
ed life-insurance 
business.
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The higher-value segment of the market, comprising wealthier customers, will become 
the more logical focus of advisory services. But in an era of greater transparency, 
intermediaries offering advice in this part of the market—whether their income is fee 
based or commission based—will have to demonstrate their value very clearly and 
offer products that cater to the specific needs of their affluent customers.

The net effect of these different dynamics will be to create an “advice gap” at the 
low end of the market. Even though this trend is probably unavoidable, insurance 
companies and their distributors will likely take steps to hold on to their customers 
in both segments. At the high end, they will focus more on specific, high-quality, 
and flexible propositions. At the low end, there will be more standardized products 
supported by online “self advice” engines and remote sales support, so customers 
will feel confident about making a largely unassisted direct purchase. Insurers will 
have to revamp their product portfolios accordingly. (The low end of the market 
may see another shift that few people have considered. See the sidebar, “An Unin-
tended Side Effect of Regulation.”)

Increasing Competition from Asset Management Products. Compared with banks 
and asset managers, life insurers have benefited from a less stringent regulatory 
environment over the past few years. The lower liability risks and less stringent 
documentation requirements have made it more advantageous to sell life insurance 
products than other investment products. However, this has not prevented banks 
and asset managers from trying to take a share of the retirement savings business 
from insurers. And as new regulations level the playing field for asset managers and 
insurers, banks and asset managers will intensify their efforts to muscle in on this 
part of insurers’ business.

This trend will be enhanced by the introduction of so-called key-information docu-
ments, which are basically financial spec sheets. There seems to be a high likeli-

While regulation may well succeed in 
protecting consumers from harmful 
insurance-sales practices, it is also 
likely to have one financial conse-
quence that hasn’t yet received much 
attention: a negative impact on 
retirement savings. 

As a result of the Insurance Media-
tion Directive (IMD2) and Packaged 
Retail and Insurance-based Insurance 
Products (PRIIPs), the life insurance 
market in most European countries 
will probably undergo a significant 
decline—in some cases exceeding 10 

percent, even without any restriction 
on commissions. 

Although a portion of those sales will 
be diverted to asset management prod-
ucts, not all will be—and the result will 
probably be a rise in immediate 
consumption and a drop in retirement 
savings (if no regulatory counter-
measures are taken). Since this 
behavior is likeliest among people who 
have the lowest level of retirement 
savings to begin with, it is something 
that policy makers may eventually find 
themselves having to address.

AN UNINTENDED SIDE EFFECT oF REGULATIoN
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hood that these documents will end up being the same for life insurance and asset 
management products. However, since key-information documents will probably fo-
cus on expected returns over one-, five-, and ten-year periods—the periods most 
relevant to asset management products—life insurance products (which are not 
typically tailored toward short-term returns) may be put at a disadvantage.

Rising Prominence of Direct-Sales Channels. The net effect of all of these changes will 
be to increase the importance of direct-sales channels—specifically, online distribu-
tion, telephone or remote-video fulfillment centers, and in-person service at insurance 
company branches. At the same time, platforms will gain importance. Intermediaries 
will increasingly use B2B platforms to simplify their business and bring costs down; 
consumers will use B2C platforms to find advice and buy products online.

The Market Impact: Varying Top-Line Effects Across Countries
To gain insight into the impact of regulations, The Boston Consulting Group and fi-
nancial-research company Sanford C. Bernstein conducted an economic analysis of 
how certain European markets would be affected if the realistic worst-case scenario 
materializes.

In Germany, for example, markets for life and health insurance would probably de-
cline by about 15 percent and 8 percent, respectively. (See Exhibit 1.) The market 
for property and casualty insurance—a less complex area that is not the focus of 
the new regulation—would remain largely unchanged. (This analysis reflects only 
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Exhibit 1 | Regulation Will Significantly Affect the Top Line in Germany
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pan-European regulatory change; it ignores other factors that could have an impact 
on Germany’s insurance market, such as more stringent national regulations, inter-
est rate changes, and changes in consumer behavior.)

Our analysis suggests that the sales channels in Germany would be affected in dif-
ferent ways. (See Exhibit 2.) 

 • Tied agents would suffer a decline in productivity—although the impact would 
vary. Agent networks that aren’t fully dependent on life insurance or are already 
providing sophisticated holistic advice would fare better than average; agent 
networks focused on aggressively selling standard life-insurance products would 
fare worse.

 • Brokers, or independent advisors, would be affected by the same dynamics as 
their tied peers. But they would fare slightly better, because brokers already 
leverage holistic and automated advisory tools to a greater extent than tied 
agents do today.

 • Bancassurance would see a less severe decline in productivity, but this channel 
would still lose significant market share. There are two reasons for this: First, 
many German banks already operate at low levels of profitability, and the 
introduction of new regulations would cause the mass-market insurance prod-
ucts they sell to become even less profitable for them. Second, at the high end of 
the market, banks will increasingly try to sell their own asset-management 
products instead of newly regulated insurance products. 

All major personal channels
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channels

Bancassurance will be
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increasing liability risks
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Exhibit 2 | Personal Channels in Germany Will Come Under Pressure 
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 • Direct channels would gain substantially from the small base they have today. But 
this gain would not all go to the websites of direct insurers. Existing insurers that 
are able to combine self-service direct models with additional forms of assis-
tance—such as advice by phone or integration with salaried sales forces—would 
also benefit from this growth.

We did a detailed analysis of four other countries—Italy, Spain, France, and the UK. 
(See Exhibit 3.) For those countries and Germany, we expect an overall revenue de-
cline of about 6 percent in individual life insurance. On the face of it, this may not 
appear too dramatic. But the decline in volume will vary significantly among coun-
tries and sales channels—and even more dramatically among individual market 
participants.

Here is a summary of how the realistic worst case would play out in those four 
countries:

 • Italy. Overall impact would be similar to that in Germany, with some differences 
in channels. In particular, the Italian bancassurance channel, which is extremely 
important—making up about half of the Italian life-insurance market, compared 
with 20 percent in Germany—would probably hold up slightly better than it 
would in Germany. But we expect a slightly bigger impact on Italian tied agents 
(16 percent market share) and brokers (29 percent market share), since these 
sales channels would have further to go in terms of complying with new rules 
and offering high-quality advice. 

 • Spain. The impact on Spanish agents and brokers is expected to be very similar 
to that of Germany. However, we predict that the Spanish bancassurance 
channel—which has approximately an 80 percent share of the life insurance 

Sources: Interviews with insurance executives from the respective countries; IMD2 and PRIIPs impact model; BCG analysis.

Exhibit 3 | Regulatory Impact Will Vary by Country and Channel

Estimated individual-life-insurance annual-premium-equivalent 
change in a realistic worst-case scenario (%)

Italy 
 
 

Germany 
 
 

Spain 
 
 

France 
 
 

United Kingdom EU 
 
 

Tied agents –15 to –20 –10 to –20 –10 to –20 –10 to –20 0 to –5 –15 

Brokers –10 to –20 –10 to –15 –10 to –20 –10 to –15 0  –5 

Bancassurance –15 to –25 –15 to –35 –5 to –10 0 to –5 0 –12 

Direct +150 to 200 +150 to 200 +125 to 175 +80 to 120 0 to +5 +80

Others –10 to –20 –10 to –20 –10 to –20 –10 to –20 0 to –5 –15 

Total change –15 –15 –8 –5 0 –6
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business—to hold up relatively well in the medium term. Because banks in 
Spain need to simplify their balance sheets, they are going to be less enthusias-
tic about selling their own asset-management products. In addition, Spanish 
retail-banking networks still suffer from significant overcapacity. This will make 
it easier for them than for German or Italian banks to handle increased docu-
mentation and advisory requirements—at least until this overcapacity has been 
reduced (which may happen after the implementation of IMD2 and PRIIPs). 

 • France. French brokers (who have a 12 percent market-channel share) and tied 
agents (7 percent market share) will be affected by the same dynamics and to a 
similar extent as their German counterparts. But the bancassurance channel—
which makes up about 60 percent of the French individual-life-insurance mar-
ket—will fare much better in France. This is because, when it comes to selling life 
insurance, French banks are already largely out of the mass market. Moreover, the 
revenues and profits these banks earn by selling life insurance to affluent custom-
ers is simply too significant for them to give up. The long and the short of it is that 
asset management products don’t currently have the same replacement potential 
in France that they have in other markets. For this reason, the top-line threat to 
insurers is less severe and probably farther off in France than it is elsewhere.

 • UK. British insurers have already had to adapt to national regulations that have 
moved faster and been more severe than those taking shape at a pan-European 
level. As a result, the EU regulations will likely have minimal impact on most 
companies in the UK—for the same reason that tossing a bucket of water on 
someone who has just emerged from a swim in the ocean doesn’t have much 
impact. The only channel in the UK that is likely to be affected in a negative 
way is the already-decimated broker channel, which may thin out some more 
because of increased documentation requirements. Any loss in volume here, 
however, will likely be made up by more business in the direct channel.

These country-by-country forecasts give a sense of how life insurance is likely to 
change as a result of regulation. Individual company performance, of course, will 
fall into a considerably wider range. For instance, life insurance companies with a 
large footprint in Germany and Italy would be very vulnerable; companies in coun-
tries that have stronger starting positions in direct transactions would probably 
benefit. Our analysis of real-life market participants in these five countries suggests 
that the revenue impact would vary from a decline of as much as 25 percent for 
some companies to an increase of as much as 9 percent for others.

Critical Success Factors
What will distinguish the winners in the new regulatory environment? We believe 
that they will exhibit six critical success factors, which will also be important to in-
vestors. 

 • Diversified Business Portfolios. Because the new regulations will mostly target life 
insurance, there is an obvious risk in being too dependent on this area. Compa-
nies that can leverage other insurance products through their sales forces—
health and property and casualty in addition to life—will be better off. 

our analysis of 
companies in five 

countries suggests a 
range of revenue 
impact—from a 

decline of as much as 
25 percent for some to 
an increase of as much 
as 9 percent for others.
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 • A Strong Presence in Direct Channels. The first must-have here is a lineup of life 
insurance products that people can buy without assistance—perhaps because of 
an easy-to-use online interface that connects to sophisticated advice algorithms. 
But only a small percentage of people will feel comfortable making unassisted 
purchases of life insurance. Successful direct offerings will also include remote 
support through call centers; “cobrowsing,” during which support personnel 
temporarily take control of a customer’s computer in order to help the customer 
find an important online form or complete a transaction; and retail locations 
where the customer can speak to a service representative.

 • Best-in-Class Advisory Systems and Support. Systems and processes that automate 
the sales and advice function (including call centers that handle some of the 
advisors’ administrative work) will allow agents to focus on lead generation and 
selling—countering the impact of new regulations. Besides saving advisors’ 
time, well-designed systems may also reduce liability risks for the sales staff and 
for the insurer itself. 

 • Cost Efficiency. A low cost basis will be crucial in an era of increased regulation. 
It will help at the low end of the market, where there will be less advice and less 
product differentiation—and, therefore, thinner margins. And it will help at the 
high end to the extent that it gives intermediaries lower-priced, more competi-
tive products to sell.

 • A Product Line Customized to Channels and Customer Segments. If ever there was a 
time when the same insurance product could be sold to all customer segments 
in all channels, that time is over. In the future, insurers will need to offer simple 
products at competitive prices for mass-market customers who opt for self-ser-
vice, as well as a variety of products responding to the specific needs of their 
wealthier customers and fitting the specific requirements of their revised 
advisory processes. 

 • Strong Brand and High Customer Satisfaction. As pull sales gain importance, lead 
generation will become a significant challenge. To address it, insurers will need 
strong brands and superior customer satisfaction. Closely regulated Scandinavia 
offers an example; the fastest-growing insurers in that region all leverage 
word-of-mouth that is marketing based on high customer-satisfaction ratings.

No-Regrets Moves That Insurers Can Make—Now
With traditional distribution channels weakening, insurers can’t afford to wait until 
every aspect of the new regulatory environment has come into focus. The changes 
that will be necessary require time to implement—and to put off making them is to 
risk losing access to the market. Instead, insurers should start making adjustments 
that will be beneficial regardless of the exact shape of the industry after IMD2. 
Among these no-regrets moves, four are vital:

 • Make strategic investments in the direct and digital parts of your business. Insurers 
must look for ways to excel in direct sales. Part of this involves having an 
intuitive Web interface with simple-enough product offerings, and part of it 

With traditional 
distribution channels 
weakening, insurers 
can’t afford to wait 
until every aspect of 
the new regulatory 
environment has 
come into focus.
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involves providing support where intermediaries and customers need it. Opposi-
tion from traditional channels will make this an organizational, as well as a 
tactical, challenge.

 • Shore up your position in bancassurance. Regulation poses a huge threat to insur-
ers’ bancassurance businesses, since banks, like insurers, will face higher liability 
and sales costs. Given how important the banking channel is for many insurers, 
they should make an across-the-board effort to improve their bancassurance 
products as well as the service and support they provide to their banking part-
ners. Once lost, a preferred banking-partner position will be hard to recover.

 • Look for new ways to support your agents. It will be essential to get the most out of 
advisors who serve the lucrative higher end of the market and have the wealthi-
est customers. Having best-in-class advisory systems is a big part of the answer. 
The idea is to put advisors in a position to have more customers and, thus, do as 
well as before—even if they earn less money per sale after new regulations take 
effect.

 • Support and develop platforms for brokers. As cost effectiveness and regulatory 
compliance become bigger challenges, brokers will continue to consolidate and 
will seek to further automate the administrative sides of their sales processes. 
Providing brokers with the right technical platforms to do so can be a great 
opportunity for insurance companies. Success can ensure their long-term 
presence in this part of the market and even deepen their relationship with 
brokers. In contrast, insurers that fail to support or provide broker platforms 
might find themselves losing a large part of their sales margin to third-party 
platform providers.

Turning a Threat into an Opportunity
Sales regulations will accelerate and deepen some of the most momentous trends 
in the insurance industry. It will change the competitive dynamics of all European 
markets and separate market participants into clear winners and losers.

The silver lining is that regulation is much more than a technical challenge for com-
pliance departments and an exercise in minimizing the downside of change. The 
new regulations present a significant opportunity to gain market share. The insur-
ers that prepare well and take some smart early steps to evolve will be in the best 
position to capitalize on this coming opportunity.
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Appendix 1: A Summary of Current Regulatory Proposals
The approaching wave of insurance regulation has its roots in the 2008 global fi-
nancial crisis—and in several highly publicized incidents of sales misconduct. 

At the European level, two separate sets of sales regulations for insurance compa-
nies are in the works—Packaged Retail and Insurance-based Investment Products 
(PRIIPs) and the Insurance Mediation Directive (IMD2). 

PRIIPs will most likely cover all investment and life-insurance products with the fol-
lowing exceptions: pure protection products, term life-insurance products, officially 
recognized pension schemes, and other pension products, which, under national 
law, are recognized as having the primary purpose of providing the investor with an 
income in retirement. Pension products for which a contribution from the employer 
is required will also be excluded from PRIIPs regulation.

PRIIPs is expected to be enacted in 2015.

IMD2 will apply to every type of insurance: life, property and casualty, and health. 
Countries will have to transpose the directives within IMD2 into domestic laws. 
This will likely happen in 2015 and 2016, which means that IMD2’s impact may be 
felt a little later than the impact from PRIIPs.

Policy makers want the new regulations to have teeth—and, to that end, they plan 
to impose stiff sanctions on noncompliant insurance companies and to hold inter-
mediaries and individual directors personally liable for violations. (The exact de-
tails of any sanctions and penalties are still being debated.) 

Although there are hundreds of proposed individual rules, the most important ele-
ments fall into five overarching areas. The exhibit below contains an overview of 
the most important proposals in those areas.

A Comparison of the Two Main Regulatory Initiatives

Area of regulation PRIIPs IMD2

Transparency 
and 

disclosure

Companies will be required to publish a 
so-called key-information document for all 
products:

• Each key-information document will have 
three pages that detail the intended cus-
tomer group, risk-reward indicators, pricing 
(in euros), and details on cost loadings.

• Based on current proposals, key-information 
documents will mostly be designed to high-
light characteristics of asset management 
products—not insurance products.

Complex products may even require the 
presence of a visible sticker or warning 
label—and, in some coutries, may require the 
customer’s signature. This would be true of 
most insurance products.

For life insurance products, IMD2 will follow the PRIIPs 
rule about documentation—that is, a key-information 
document will be mandatory.

IMD2 will also likely mandate the use of standardized 
documents (specifying information such as risks and 
coverage) for non-life-insurance products.

IMD2 will likely mandate the extensive disclosure of 
intermediaries’ remuneration, although the European 
Insurance and Occupational Pensions Authority has not 
yet signaled how much detail will be required.
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Source: BCG analysis.

Area of regulation PRIIPs IMD2

Quality 
of advice

The European Insurance and Occupational 
Pensions Authority will likely have to make 
available an online fund calculator, which will 
cover all products that are included in PRIIPs. 
The point of the calculator would be to give 
investors a sense of the likely return and risks 
of a given product—from an independent 
source.

Advisors will have to meet higher minimum-
qualification standards in order to sell insurance.

There will be a compulsory “customer fit” analysis for 
sales that are complex and involve an advisor.

There will also be more extensive documentation 
requirements for every sale of an insurance product.

Fairness 
of offerings

No major new regulations proposed. Product “ties”—the practice of making the sale of 
insurance contingent on the customer’s purchasing a 
related product—will be banned.

Independence
of advice

No major new regulations proposed. Intermediaries will have to disclose their ties to any 
insurers up front.

Commission restrictions may well happen, but they are 
likely to be determined by policy makers in individual 
countries.

Product 
design

In the course of developing a product, insurers 
may have to provide regulators with documen-
tation not just about the features of the new 
product but also about the product develop-
ment process that the insurer is using.

Regulators will be allowed to intervene and 
stop the development of products they deem 
too risky for consumers.

Certain features will likely be prohibited, 
including financial “triggers” too complicated 
for the average consumer to understand.

No major new regulations proposed.

A Comparison of the Two Main Regulatory Initiatives
(continued)
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Appendix 2: The Impact of Early Regulation in Parts of Europe
Several markets have already gone beyond the proposed EU regulations and intro-
duced bans on commissions. (See Exhibit 1.) Below, we discuss some of the result-
ing market dynamics.

UK Life Insurance: A Market Turned Upside Down by Regulation. As a result of 
several highly publicized incidents of sales misconduct as well as the global finan-
cial crisis, the UK insurance market has undergone a number of fundamental 
regulatory changes. The most recent of these developments is so-called retail-distri-
bution review. The impact of retail distribution review may provide hints of what 
other countries can expect beyond PRIIPs and IMD2.

Sweeping Regulatory Change. Before retail distribution review, advisors and platforms 
received commissions and rebates from fund managers. This meant that customers 
didn’t see how much they were being charged for advice or platform administra-
tion. The system also exposed customers to “commission bias,” since advisors had 
an incentive to sell customers the product that made the advisors the most money, 
as opposed to the products that made the most sense for customers.

Since retail distribution review went into effect in January 2013, financial advisors 
have faced much stricter regulatory and compliance requirements. Commissions are 
no longer permitted for advised sales. Instead, brokers and customers have to come 
to an explicit agreement about the fee for advice. Starting in April 2014, online plat-
forms, which aggregate and help to manage investments, have been in the same po-
sition of having to disclose and charge a separate fee to investors. 

The Impact of Retail Distribution Review. There is no question that retail distribution 
review is bringing greater transparency to the UK insurance market. But the more 
stringent regulatory and compliance requirements have also wreaked havoc on in-

Sources: BCG anlaysis; Web searches.
Note: Schadeverzekeringen was excluded from the commission ban in the Netherlands.
1Exceptions for complex property-and-casualty insurance in Norway: Non-Norwegian insurers can pay commissions, provided the amount is 
disclosed to the client. The commission ban in Norway also doesn’t cover reinsurance or property and casualty insurance in the aviation, marine, 
and energy industries.

Exhibit 1 | Five European Countries Have Already Introduced Commission Bans

Commission is banned or regulated Commission is uregulated

Commission, by product Commission, by sales channel

Country Year
Life 

insurance

Complex 
property- 

and-casualty 
insurance

Simple 
property- 

and-casualty 
insurance

Tied and 
employed  

sales agent Broker Direct

United Kingdom 2013

Netherlands 2013

Norway1 2008

Denmark 2006

Finland 2004
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surers’ economics. From December 2011 through December 2012 alone, the UK’s 
Financial Services Authority reported a 44 percent reduction in the number of bank 
advisors and a 20 percent reduction in independent financial advisors. Advisor 
numbers have almost certainly shrunk further since that time, with Aviva and AXA 
saying they would stop providing advice for life insurance products in Britain.

The advisors that remain in the UK have tended to focus on the more affluent seg-
ments of the market. This has left a gap at the low end, where the willingness to 
pay for advice is more tenuous to begin with.

Growth in Sales Platforms. Because of their technological advantages (mainly in the 
areas of speed and aggregation), platforms have enjoyed a surge in growth over the 
past decade. Retail distribution review has prompted advisors to migrate customers’ 
assets onto platforms for reasons of efficiency, compliance, and payment. Platforms 
also fill the needs of the many mass-market customers who have shifted to direct 
purchases at a time when there are few or no advisors willing to work with them 
directly. 

The Netherlands: Life Insurance Is All but Disappearing. In the Netherlands, one 
major scandal led to vast regulatory change and has made the life insurance market 
inhospitable to most companies. 

The 2007 scandal, known as woekerpolis, “extortionate policy,” involved the sale of 
insurance contracts with fees that were not transparent to customers and that 
sometimes exceeded 250 basis points. Many buyers of these contracts ended up re-
ceiving less from their policies than they had originally put in, despite the promise 
of a very safe and stable investment.

The Dutch regulator responded with two significant changes. First, it added tax in-
centives to banking products, called banksparen. This gave banking and asset man-
agement products tax advantages that are comparable with those available for insur-
ance products. Because of the timing—this regulatory change coincided with the 
financial crisis, when Dutch banks were hungry for new sources of income—the 
banks jumped at the opportunity. And because of the diminished public reputation 
of the insurance industry, customers reacted decisively and have been shifting their 
money to banksparen ever since. This alone has gone a long way toward pushing 
banks to focus on asset management products and deemphasize insurance products.

The second significant change involved tighter regulation of insurance sales practic-
es, culminating in a complete ban on commissions in 2013. As a result of these re-
strictions, broker revenues from life insurance have declined by about 30 percent in 
the Netherlands, and we estimate that the number of brokers has dropped by at 
least one-third since 2012. As a result, far less new business goes through brokers—
about 35 percent in 2013 as opposed to significantly more than 50 percent before 
woekerpolis—and more insurance is sold directly.

Many broker firms (and some individual brokers) have responded by developing 
platforms to gain scale advantages, shifting to other activities (such as direct under-
writing and additional services), and shifting their business toward their own direct 
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channels. Many are also exploring new fee models to capture specific parts of the 
market—typically with an increasing focus on selected segments of affluent cus-
tomers and specific products.

Today, the Dutch life-insurance market is struggling to find a floor. Its average value 
of new business has been declining and is about to turn negative. What’s more, 
new-business volume has collapsed over the past few years, leading every non-
Dutch international insurance group to exit the market. Indeed, many experts con-
sider the Netherlands “a market in runoff,” meaning that even national companies 
are just meeting obligations under their existing policies and will shift their new 
business toward nonlife and pure-protection products. 

Scandinavia’s Regulations: A Lighter Impact. Scandinavia is another region that—
well in advance of IMD2—has moved ahead with strict regulations. An initial set of 
regulations (from 2003 through 2006) was directed at commercial non-life-insurance 
products, and the trigger was protectionist sentiment. Scandinavian regulators were 
looking to keep foreign insurers from coming into Scandinavia and signing up indige-
nous brokers with the promise of high commissions—a practice that regulators 
believed would work to the disadvantage of customers. 

And even when some Scandinavian countries introduced commission bans for life 
insurance and the retail property-and-casualty business, as Finland did in 2005, the 
impact was limited. (See Exhibit 2.) This is because of the high percentage of direct 
insurance sales in Scandinavia—and also because many Scandinavian insurance 
agents are salaried employees who have never worked on commission.

Finnish brokers successfully adapted their
business from commission to fee based
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Swedish brokers’ total revenue hasn’t
decreased as a result of the change
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There was an initial drop in broker
revenues following the structural change
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Exhibit 2 | In Scandinavia, Brokers Have Successfully Shifted from Commission- to Fee-Based 
Remuneration

Sources: Axco; national regulatory bodies; BCG analysis.
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