
SUBMISSION FOR THE ASSOCIATION OF BRITISH INSURERS (ABI) 
 
1. The Association of British Insurers (ABI) is the voice of the insurance and 
investment industry. Its members constitute over 90 per cent of the insurance 
market in the UK and 20 per cent across the EU. They control assets 
equivalent to a quarter of the UK’s capital.  Through the ABI their voice is 
heard in Government and in public debate on insurance, savings and 
investment matters. 
 
Overview 
 
2. The ABI welcomes the opportunity to respond to the Committee’s inquiry 
and the leadership it has shown in this area.  This submission focuses on the 
continued strength of the financial services sector in Scotland despite the 
problems in banking; distinguishes insurance and other financial services from 
banking; and encourages Scotland to work together with London to promote 
the UK as a leading financial services centre with two major hubs 
complementing rather than competing against each other. 
 
3. As the ABI does not represent banks or building societies we have 
restricted our submission to answering those questions addressing the 
financial services sector as a whole. 
 
Strength of the insurance industry in Scotland 
 

• The insurance industry employs some 313,000 in the UK - of whom 
around 25,000 people are based in Scotland.   

 
• The investment management industry in Scotland directly employs 

over 3,000 people and has around £580 billion funds under 
management.   These funds represent pensions and savings of 
many people in Scotland. 

 
• ABI members with investment managers based in Scotland include: 

Standard Life, Scottish Widows Investment Partnership, Aberdeen 
Asset Management and AEGON UK.   

 
• In the 2006/07 tax year the UK insurance industry contributed £9.7 

billion in taxes, of which £2.9 billion was corporation tax, the third 
highest of any sector. 

 
Question 1 – What is your view on the cause, nature and impact of the 
recent difficulties in the financial sector in Scotland? 
 
4. The recent difficulties in the financial sector have focussed on the banking 
sector in particular.  These problems were triggered by defaults on subprime 
lending in the United States which had a knock-on effect into international 
capital markets leading to a massive loss of liquidity. The impact has been 
considerable as a loss of liquidity and substantial increase in risk in the 



banking market transferred into a loss of confidence in financial markets as a 
whole.  
 
5. The UK insurance industry has not been immune from the financial crisis. 
However, insurance is not banking; it operates on a different business model 
with a more predictable and longer-term return on investments. Insurance is 
regulated differently and as a result has emerged relatively unscathed from 
these recent difficulties. It is important to distinguish between the banks and 
building societies most affected by these recent difficulties, and the rest of the 
financial services sector which continues to operate on a sound basis.      
 
Question 2 – What evidence do you have on the issue of the availability 
and the cost of credit and what effect have the initiatives undertaken by 
the banks, government bodies, regulators and others had? 
 
6. The recession has seen a tightening of bank credit and has led to a fall in 
retail sales. Both of these factors mean that the trading environment has been 
tough, with many large, normally stable, companies becoming higher trading 
risks.  
 
7. Trade credit insurers continue to work hard to meet the needs of their 
customers during times of economic turbulence and it is in the interests of 
both the insurers and their customers for them to preserve long-term 
relationships. Both trade credit insurers and their customers have the same 
interests - for buyers to remain in good financial health and for their 
relationships to continue.  
 
8. The ABI has published a statement of principles for trade credit insurers. 
The document sets out how insurers will operate with regard to maintenance 
of cover, assessment of risk and communicating with insured customers on 
decisions about cover. 
 
Question 3 - What changes can be expected as part of the ongoing and 
future restructuring plans in the financial services sector within 
Scotland? 
 
9. The ABI recognises the need for significant regulatory changes to help 
prevent another banking crisis.  But these changes should tackle the 
problems that arose in the banking sector, not apply a ‘one size fits all’ set of 
remedies to the whole financial services sector.  If this happens, insurance 
companies will suffer damage to profitability, prosperity and innovation. 
 
Question 5 - What are the current employment levels and skills base in 
the financial sector in Scotland and how may these change?  
Additionally, what are the types of jobs that might be expected to be lost 
as part of any restructuring plans? 
 
10. One of Scotland’s strengths is the quality workforce they produce for the 
insurance and financial services industry.  Scottish Ministers need to maintain 
investment in education at secondary and tertiary levels to promote insurance 



and financial services as career options and equip candidates with the right 
qualifications and experience. 
 
Question 7 - What are your views on the current efforts across the 
public sector in Scotland to respond to the recent difficulties in the 
financial sector in Scotland and what, if anything, needs to change in 
the future as the situation develops? 
 
11. The public sector in Scotland has responded well to the recent difficulties 
and this has shown the benefits of the Financial Services Advisory Board and 
the relationships developed between the Scottish Government's Financial 
Services team, local authorities, and financial services companies. It is 
important that these relationships are understood, valued and maintained. 
 
12. ABI Members have benefited from working closely with Scottish 
Enterprise and Scottish Development International.  They have been 
particularly beneficial to those Members who don’t have their headquarters in 
Scotland but nevertheless have a large presence.  
 
Question 8 – Has Scotland’s reputation as a global financial services 
sector been detrimentally affected by the global crisis and has this been 
to any greater extent than the problems felt in other financial centres.  
 
13. There is no evidence to suggest that Scotland’s reputation as a global 
financial services sector has been disproportionately damaged as a result of 
the failure in the banking system.  Clearly the crisis has not helped. 
 
14. However, the extent of the damage to Scotland as a centre for global 
financial services must not be exaggerated.  Financial services in Scotland 
extends far beyond just banking.   In addition to banks, Scotland is home to 
insurance companies, fund and asset managers and life assurance 
companies.   Scotland should capitalise on its strength to ensure it is well 
placed for an eventual upturn.   The extent of the damage has been felt no 
less or no more than in other financial centres. 
 
Question 9 – How should Scotland differentiate itself and promote itself 
as a financial services sector in the future and what steps are being 
taken by our competitors in this respect? 
 
15. Despite the crisis, Scotland still remains a strong financial services centre 
and an attractive place to do business.  Along with London, the UK has two 
leading financial services hubs which places it at an advantage over its 
international competitor locations.  Scotland should continue to exploits its 
links in London and ensure that the UK offers a competitive and leading 
financial services sector.  There is more benefit to the financial services 
industry as a whole if Scotland engages with London rather than competes 
against it.   
 
16. Notwithstanding its strengths, the UK insurance industry does face a 
number of major challenges and it has been affected by the crisis.   The 



Insurance Industry Working Group Report Vision for the insurance industry in 
2020 points out that attracting capital, preventing widespread redomiciling and 
other such evolving changes are just some of these. 
 
17. In the past 12 months, a number of insurers have redomiciled.    
Governments cannot take for granted the UK’s position as a global leader in 
insurance.  The Scottish Government should do all it can to support efforts to 
ensure Scotland and the UK are internationally competitive locations.  As an 
example of this approach, the work the Scottish Government has done with 
Aviva in promoting Perth to become a ‘hub’ for general insurance has been 
very successful in much the same way that Edinburgh has become a ‘hub’ for 
life insurance.  
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