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<abs> The backwardness of actuarial techniques in Spain and the lack of
Spanish mortality tables had a bearing on the development of life
insurance in Spain. The actuaries of the domestic and foreign companies
operating in this country used other countries’ mortality tables, corrected
upwards, to draw up their policies. With actuarial reports from the
Gresham Life Assurance Society, established in Spain in the 1890s, the
difficulties actuaries had to confront to adjust expectations to Spanish
reality can be followed for decades. On the basis of statistical information
from 1896 to 1937, a comparison is made between expected and actual
death rates. Furthermore, the information from this company enables a
comparison with other countries in which it operated (more developed and
less developed than Spain) and with the profit and loss results of other
domestic and foreign companies operating in the country. Moreover, the
problems caused for actuaries by unforeseen events that affected the
Spanish population in particular, such as the “Spanish Influenza” or the
Civil War, can also be studied. On the basis of this valuable
documentation, certain patterns of the difficulties faced by actuaries
operating in economically backward countries before World War Il can be
established.<end abs>

Life insurance companies—mainly British, American, French and Italian—

began their international expansion in search of new markets in the countries of the
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European periphery during the first era of globalization.! The historiography of the
creation and expansion of multinationals has considered many factors that encouraged
companies to cross borders.? Postulations include, among others, the saturation of the
domestic market, the development of economic imperialism, or the entry into foreign
markets in order to not lose market share vis-a-vis competitors.® This process benefited
from new communication systems and the development of the agency system, which
facilitated establishment in foreign markets.* Life insurance multinationals, in
particular, expanded as a result of the growth in demand triggered by the increase in per
capita income in industrialized countries, the scientific progress that enabled the
development of statistical calculation, and the cultural changes that led to the decline of
religious influence in society.® In general, when life insurance multinationals
established themselves in backward economies, they enjoyed the advantages of offering
products that were little known or nonexistent in these markets, such as the new tontines
(deferred dividend policies) or reinsurance. This allowed them to rapidly assume
leadership in the sector, which subsequently enabled them to expand their activities.®
These factors, along with the attraction of a largely unregulated” market with a low tax
burden, helped overcome the obstacles arising from a limited number of clients as a
result of continuing low per capita income and slow economic growth.? These
advantages, however, do not fully explain why the life insurance multinationals
continued doing business in certain countries. It is worth considering other elements to
understand how these companies confronted problems such as demographic
backwardness and the lack of mortality tables, which reflected the realities of the host
country. Itis in this field—in the development of actuarial techniques—that some of the
keys to explaining the likelihood of foreign companies continuing to operate in certain

countries can be found. This is not, of course, the only explanatory factor, but the choice
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of mortality tables applied by companies in each market went beyond a simple technical
decision and was part of a business strategy.

This article sets out to address the following questions: Did life insurance
companies, especially the multinationals, use actuarial tools to maintain a lucrative
business in backward markets at the expense of high premiums that, knowingly, were
not based on actual mortality? And if so, was this done as simply one more way of
maximizing the return on investments in markets with a limited demand? To achieve
this objective, first, the role played by British life insurance companies in Spain from
1880 until the Spanish Civil War (1936-1939) provides a context, by analyzing the
moment of their entry, their operations, and market share, and the individual reasons
behind their withdrawal from, or permanence in, the market in the 1920s. Second, once
the weight of these companies in the Spanish market has been determined, the tardy
development of actuarial studies in Spain is examined. These keys to the life insurance
industry were, from the outset, based on the use of mortality tables calculated for other
countries and adapted to the Spanish situation by the companies concerned. Third, after
considering the actuarial situation in the Spanish market, the application of these tables
on the basis of estimated mortality is compared with actual mortality. This comparison
is based on the information available from an English company, the Gresham Life
Assurance Society. Gresham’s own data are contrasted with information from other
companies that also operated in the Spanish market. Finally, the article is completed
with a series of conclusions intended to contribute to knowledge of the growth strategies

of the insurance multinationals.

<H1>Multinational Companies and the Life Insurance Market in Spain



Life insurance developed early in Great Britain, which was one of the few
countries where this type of insurance policy was not prohibited in the modern period.
Different experiments were tried before 1720, although the use of mortality statistics
was quite secondary and the business developed around tontines and other policies that
covered small disbursements, which were never more than what members had paid in.°
In the early eighteenth century, there was a small life insurance market in which mutual
societies and privileged companies (Royal Exchange Assurance and London Assurance)
coexisted. These latter companies operated in the branch of life insurance as a
complement to maritime and fire insurance. Technical and entrepreneurial limitations
hindered the growth of the life insurance market during the first half of the century until
the foundation of the Equitable Life Assurance Society in 1762, which was the pioneer
in the selection, clarification, and scientific assessment of life insurance business.'® This
technical advantage ensured leadership in this type of insurance for thirty years. The
clientele was limited to the nobility, large-scale merchants, and army and navy officers.
New companies joined in during the last decade of the century and the first decade of
the nineteenth century. The increase in the income of the emerging middle class and the
diffusion of the culture of prudence and saving of the Victorian era, along with the
continuation of this type of unregulated insurance and its tax deductibility, increased
demand and encouraged the appearance of new companies.'! Ordinary life insurance
was supplemented with popular forms for workers, such as industrial insurance,
developed thanks to the growth of real wages, the reduction of premiums, the expansion
of public education (which began in 1870), and the actuarial and technical
improvements and better advertising of life insurance products.'? The maturity of the
domestic market, notwithstanding the entry of U.S. companies from 1870 onward,

motivated British life insurance companies to expand abroad. The weight of their
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foreign business, however, was less than that generated by fire and maritime
insurance.'® According to Pearson, only 10 percent of the premiums of the British life
insurance companies came from abroad in 1914, compared with 67 percent of premiums
in the fire branch.*

During this international expansion, a group of British companies considered
Spain to be an attractive market for life insurance operations. In the 1870s, the
Guardian, the Commercial Union, and the Northern decided to explore the Spanish
market. From 1908, the year in which the first law regulating private insurance in Spain
was passed, Gresham, Standard Life Assurance Company, Consolidated Assurance
Company Limited, and Norwich Union Life, which chose Spain as part of their process
of expansion into new markets, were all active in varying degrees.

The Spanish insurance market, in line with the country’s economy, clearly
remained in a state of lethargy until 1869, as a result of the disappearance of the
maritime insurance companies after the war of independence against the occupation of
Napoleon’s troops (1808-1815) and the loss of the Spanish colonies on the American
continent (leaving Cuba, Puerto Rico, and the Philippines as the only major Spanish
colonies). The economic stagnation in the first half of the century was accompanied by
legislation restricting the creation of stock companies, which gave rise to the
development of other forms of partnership, such as mutuals in the fire branch and
tontines and societies that imitated Lloyd’s in maritime insurance. Few companies
offered scientific life insurance. The traditional tontine societies developed significantly
in this branch and grew substantially between 1851 and 1863.1° These societies,
unlimited companies or mutuals, invested the capital gains from their policies in public
debt and were prohibited from making any other kind of investment.'® The channeling

of these savings almost exclusively into this type of security meant that, when the
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dramatic fall in debt securities in the Spanish stock exchanges began in 1863, the
tontine societies were unable to meet the payment of matured policies and many
depositors were unable to recover invested capital.

This event had a great impact on Spanish society to the detriment of the
nonscientific life insurance industry, which subsequently had to contend with public
distrust. This scenario, along with new legislation on stock companies in 1869 and the
country’s incipient economic recovery, facilitated the creation of national insurance
companies and, particularly, beginning in 1870, the entry of multinationals that initiated
the modernization of the industry.!” These companies were thus able to overcome the
distrust of the Spanish public caused by the tontine crisis through the diffusion of
scientific life insurance. From this year until 1884, eighteen foreign companies (British,
French, and American) were officially established in the country and only a dozen
companies were created with Spanish capital. The majority of foreign companies that
set up in Spain operated in the fire branch and only a few in life insurance. Specifically,
three British life insurance companies established themselves in Spain in the 1870s: the
Guardian (Malaga, 1876), Commercial Union (Barcelona, 1877) and Northern (Malaga,
1877). These, together with the French company Le Monde, which had been authorized
in 1864, were among the few companies that operated in life insurance. Competition,
however, increased in the following decade when two American companies, New York
Life and Equitable Life, installed themselves in Madrid in 1881. These were
accompanied by the French companies L’Urbaine (1881) and Le Temps and La
Fonciére (1883).18

The domination of the multinationals in this branch continued over time. In
1911, in the first official statistics for the sector, only seven of the nineteen companies

operating in the life business were Spanish. Of the twelve foreign companies, three were
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from the United States, and there were two Austrian, one Brazilian, three French, and
three British firms. There was only one large company among the Spanish insurers: the
Banco Vitalicio de Espafia, the result of the merger in 1897 of two Barcelona
companies, La Prevision (founded in 1880) and the Banco Vitalicio de Catalufia
(1881).1° From 1912, the year in which the regulation implementing the insurance law
of May 1908 was passed, the official statistics reflect the weight of foreign companies
in the life branch, unlike other branches such as fire and accidents, which were initially
in the hands of Spanish companies. In 1912, fifteen of the twenty-three companies
authorized in the life branch were foreign and accounted for 65.18 percent of premiums.
By nationality, the U.S. companies led the branch with 40.04 percent, followed by
British firms with 12.5 percent, Austrian with 4.99 percent, French with 4.92 percent,
and, finally, the rest of the premiums were distributed in small-scale participation by
Brazilian and Italian companies, with 2.25 percent and 0.43 percent, respectively.?’ The
multinationals were to dominate, accounting for more than 50 percent of life business
until 1921, when they still collected 56.8 percent of premiums. A gradual reduction had
begun, however, in 1919, after the end of World War I. As of that moment, the
withdrawal of U.S. and British companies from the Spanish life insurance business
started to take place. The market was subsequently occupied by Spanish and French
companies and, to a lesser extent, by Brazilian, Italian, Swiss, and German ones.?!
British insurance companies actually established themselves in Spain early on, in
the 1860s, but political instability led them to postpone the development of their activity
until the following decade. One of their distinctive features was their location far from
Madrid, specifically in Malaga (Andalusia), Barcelona (Catalonia), and Bilbao (the
Basque country). Here, they offered their policies against fire to the incipient Malaga,

Catalan, and Basque industries and to the British wine export trade, which, in the long
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term, did not facilitate the sale of life insurance, as the supply of this provision, and a
large part of the demand, was concentrated in Madrid.?? In fact, after the passage of the
law on private insurance in Spain in 1908, new British companies specializing in life
insurance started operating in this branch.

Four British companies sold life insurance policies between 1908 and 1935 (see
Table 1). In 1912 they obtained 16 percent of the market share, behind the U.S.
companies, which accounted for 40 percent, and the Spanish, with 34 percent. The most
important British firm was Gresham, which in 1890 signed an agency contract with
Francisco de Paula Fabre, of Barcelona, covering an area comprising Catalonia, Aragon,
Navarre, Santander, Valencia, Murcia, and the Balearics.?® The agency contract was
canceled in March 1893, however, on the orders of the company’s board of directors.
Meanwhile, in July 1890, the directors and the London manager of the company granted
power of attorney to Guillermo Enrique Dunn and José Alguer as deputy directors of
the company’s Malaga office. Some years later, these same agents were granted a new
power of attorney, now as directors of the Spain and Portugal office that had been
established in Madrid.?* The potential market for the life branch and the incipient
insurance regulatory bodies were to be found in the capital. The company was
subsequently represented by D. and G. Smither during the period from 1912 to 1918,
and from 1919 onward by Federico Eacott. In September 1937, Gresham’s business in
Spain accounted for 10 percent of the company’s entire turnover.?> Apart from
Gresham, Standard Life Assurance also started operating in Spain in 1908, with its
general agency located in Barcelona, as did Consolidated Assurance Limited, based in
Malaga, and Norwich Union Life, which first established itself in Barcelona, although

its head office in the country moved to Madrid in 1929.2¢ Of the four British companies



authorized by the new law of 1908, only Gresham and Norwich continued operating in
Spain until the Civil War.
[Insert Table 1 around here]

<TN>Table 1. <TC>Market share of British companies in the life insurance branch
(1912 -1935), pesetas at current prices in thousands

%

. Norwich . market

<TCH>Gresha Consolidate Standard - Total Life share

m d Life Un_|on Premiums  British

Life .

compani

es

<TBZ> Bl 5108 1,033 601 210 24,236 16.67
1913 2,320 26 586 170 25,045 12.38
1914 2,345 100 648 165 24,989 13.03
1915 2,149 139 661 146 25,179 12.28
1916 2,382 197 672 135 26,236 12.90
1917 2,565 254 629 147 27,963 12.85
1918 2,781 282 613 132 30,590 12.44
1919 3,252 298 661 126 34,080 12.72
1920 3,468 441 680 108 37,776 12.43
1921 3,703 496 596 105 39,775 12.31
1922 3,462 629 561 90 42,209 11.23
1923 3,443 734 546 82 44,040 10.91
1924 3,302 84 476 78 46,521 8.47
1925 3,203 1,033 412 65 48,749 9.66
1926 3,232 1,021 403 48 52,163 9.01
1927 3,339 - 386 51 57,843 6.53
1928 3,104 - 307 - 69,692 4.89
1929 3,263 - — 32 74,092 4.44
1930 3,264 - - 25 80,651 4,07
1931 3,299 - - 21 85,310 3.89
1932 3,292 — - 17 87,881 3.76
1933 3,392 - - 12 94,254 3.61
1934 3,373 - - 8 98,507 343
1935 3,805 - - 10 105,794 3.60

<TFN>Source: Boletin Oficial de Seguros (1913-1926); Boletin Oficial de la
Inspeccion Mercantil y de Seguro (1927-1928); Revista de Prevision (1929-1934); and
Boletin Oficial de Seguros y Ahorro (1934-1936).



A general tendency of the insurance multinationals to reduce their operations
abroad and to abandon certain markets was initiated during World War I, and continued
into the 1920s, especially due to monetary distortions.?” The decision to abandon the
Spanish market was taken on the basis of a variety of factors that were accumulating
and putting pressure on the companies. One of the most influential factors was the
increase in economic nationalism, which, in the case of Spain, led to an increase in the
deposits and reserves to be obligatorily invested in Spanish securities and physically
deposited in Spain, and the bureaucratic demands that established balances and reserves
and required constant information regarding agencies’ operations in the Spanish
market.?® Along with these general factors, the U.S. companies also suffered the effects
of the Armstrong investigation, which obliged them to reduce their activities abroad.?®
In these circumstances, the board of directors of the U.S. company Equitable Life
decided to stop writing new policies in 1916 despite its leading position in the Spanish
market, with second place in the rankings and 20 percent of the market share. This
decision was followed shortly after by New York Life, which sold its client portfolio to
the Spanish company La Equitativa Fundacidn Rosillo, recently created by the ex-
agents of Equitable in 1922. The withdrawal of the U.S. life insurance multinationals
from the Spanish market was followed, in the 1920s, by the departure of Consolidated
Assurance Company Limited and Standard Life Assurance Company. The withdrawal
of Consolidated from the Spanish market was part of a process in which the company
abandoned certain markets, transferring its client portfolio to other companies or
maintaining its agents merely to manage outstanding policies until their maturity. The
decision to leave Spain was taken in 1920, when Consolidated’s agent in Barcelona,
Ernest Noble, died.*® Nevertheless, the company’s official withdrawal took place in

1926, when the client portfolio was sold to Phoenix of Vienna.3! Standard Life
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Assurance Company, for its part, was established in Barcelona in 1904 and continued in
Spain until 1929, the year in which it passed on its client portfolio to the Spanish
company La Equitativa-Fundacién Rosillo.®

The weight of British companies in Spanish life insurance declined as a result of
these withdrawals. Until 1923, they had captured more than 10 percent of the market
share. However, after their withdrawal, this percentage fell to a mere 3.5 percent of the
life insurance market in the 1930s, a figure that corresponded almost exclusively to
Gresham’s business.® In an international context of repatriation of capital, the fact that
Gresham remained leads us to inquire about what factors convinced its agents and board
of directors to carry on doing business in Spain. In the next section we study the
possibility that one of these factors was the use of mortality tables, which, over and
above the actual criteria of actuarial techniques, would have enabled it to maintain a
high level of profits while at the same time compensating the increase in bureaucratic

requirements, control, and reserves and deposits.

<H1>Mortality Statistics and Actuarial Science: The Case of Spain

As in other peripheral countries, the development of the life insurance market in
Spain took place in a context characterized by two elements that helped define company
practices: a retarded demographic pattern with respect to its northern neighbors and the
slow development of actuarial techniques. During the nineteenth century, the Spanish
population underwent an evolution marked by the survival of traits inherited from the
demographic cycle of the ancien régime and by the enormous contrasts between
different regions.> The fall in the mortality rate occurred more slowly and at a later date
than in other Western European countries, delaying the increase in life expectancy and

curbing the rate of population growth until the second half of the nineteenth century.®®
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Meanwhile, the culmination of the demographic transition—that is, the steady decline in
birth rates—would not take place until the first decades of the twentieth century, almost
a century later than in France.®® Furthermore, this process coincided with a growth in
internal migration flows that widened regional differences, increasing the demographic
weight of coastal areas in comparison with inland areas.

In parallel with the dynamics of demographic change, the development of
actuarial techniques in Spain, especially the construction of mortality tables, lagged well
behind other countries such as Britain, France, or the United States. To find the first
British mortality statistics prepared with a rigorous methodology, it is necessary to go
back to the late eighteenth century, to the work of Richard Price.¥” In 1780 through
1783 he published his studies based on the parish registers of births and funerals in the
districts of Northampton and Chester.*® These were used by Equitable, which modified
them on the basis of its business experience. In 1815, the Sun Life Insurance Office
adopted the first table adjusted to the characteristics of the insurance market.*® During
the following decades, other British, French, American, and German life insurance
companies followed Sun’s example, constructing their own mortality tables and
used in in subsequent years to develop the different experience tables. Shared by various
companies, these served as a technical basis of scientific life insurance in Great Britain,
France, Germany, and the United States until well into the 1920s.4

While these technical advances based on so-called scientific insurance were
taking place in the main continental markets and the English-speaking countries, in the
case of Spain there were no initiatives for analyzing population and mortality data until
the second half of the century.*? The first census of the century was conducted in 1857,

and on the basis of this, in 1863, the Junta General de Estadistica (General Statistics
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Board) published the first compendium of mortality data, covering the period 1858 to
1861. This work was subsequently extended until 1870 by the Geographical and
Statistical Institute, and was the only compilation of mortality statistics made in Spain
before 1900.* The mathematician Vazquez Queipo commented on this situation when,
in 1865, he referred to the need to have reliable mortality tables that covered the entire
national territory as a matter of the utmost importance for Spanish insurance, pointing
out that “mortality tables have not been computed in Spain, and those that best please
and benefit each life insurance society are adopted capriciously with serious detriment
to the insured.”*

With the data from the General Statistics Board, Miguel Merino prepared the
first Spanish mortality tables in 1866.° However, the analytical errors of this study and
its methodological orientation, which was not focused on actuarial practice, minimized
its impact on Spanish life insurance. The scenario described by Vazquez Queipo
continued during the following decades, when foreign companies were establishing
themselves in the Spanish market. In the period 1880 to 1920, during which the Spanish
population started to undergo profound changes in its demographic structure, the use of
mortality tables from other countries and adapted to Spain, or based on outdated
mortality data, was the norm for both national and foreign companies.*® This was
affirmed by the directors of the company La Prevision in 1880, who, in view of “the
insurmountable difficulties which were inevitably encountered in order to construct an
accurate mortality table for our country,” agreed from their first meetings to use the
statistics of the French company Crédit Viager, “increasing the premiums by a certain
percentage since it can be assumed that mortality is more rapid in our country.”*’

In 1912, the press took up the issue again with the publication of studies such as

that of the Puyol Lalaguna brothers, where they complained that “the application of
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foreign mortality tables gives rise to the undue premium surcharge and lack of
insurance, in some cases, and the evidently insufficient reserves in others.”*® This
problem was even acknowledged openly in political circles. In 1925, the Under-
Secretary of Labour and future Minister of Labour Eduardo Aunds publicly commented
on the problems of calculating life insurance and annuities while using “foreign
mortality tables that are not adequately adapted to Spanish reality.”*® As late as 1927,
the statistician and actuary of the Instituto Nacional de Prevision (National Welfare
Institute), Mariano Fuentes Martiafiez, gave a detailed description of this problem as
one of the impediments of the Spanish insurance market. In view of the lack of
mortality tables actually constructed on the basis of Spanish data, he indicated that
“both foreign and national companies, even including the National Welfare Institute,
use foreign mortality tables.”® This practice did not entail a mere extrapolation, as the
census data applied in the tables frequently included the uninsured population—that is,
the chronically ill and the lower classes—with the result that the expected death rates
included in the tables used by the Spanish and French insurance companies exceeded
those calculated by the author for all age groups, except for children under the age of 10

and those over the age of 68.5! The tables used by the British and American companies

showed similar discrepancies, as did those used by the Germans.%? Consequently, he ( comentado [D3]: Is “he” Fuentes here?
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warned that “the foreign tables described are old, and in these countries mortality has
fallen; however, it is noteworthy that, being currently in use in their countries and these
being nations of a lower mortality than ours, they have tables whose coefficients are far
higher than those we have found.”>® Faced with this situation, the Spanish life insurance
sector got by with statistics that were not adapted to the market, thus generating higher

premiums and nullifying incentives for both competition in the Spanish market and the
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international expansion of the companies involved, as they had an artificially productive
market.

This void with respect to mortality tables was closely linked to the scant
progress in the professionalization of actuaries. During the nineteenth century, the
actuarial profession in Spain did not have a regulated training scheme and was not
sufficiently recognized. As a consequence, “whoever operated in this field did so as
enthusiasts coming from other professions, whose common denominator was a basic

grounding in mathematics,” and hhew frequently resorted to foreign experts when

technical difficulties cropped up.®* It was not until 1908, after the passage of the law on
private insurance, that the provisional regulation implementing the law included the
design of curricula geared toward the technical training of actuaries.>> After this first
step forward in the training sphere, the process of professionalization of actuaries
continued with the institutionalization of a corporate structure. Legislation from 1910
onward followed this direction, giving the National Welfare Institute the responsibility
for creating a Corporacion de Actuarios Espafioles (Corporation of Spanish Actuaries)
that would have to accredit the suitability of applicants and would perform the functions
of a professional association.®® Subsequently, further legislation ended up granting
actuaries exclusive functions both in private companies and in public inspection bodies,
from signing the statements of mathematical reserves to undertaking work related to a
public register of balance sheets.5 In spite of this initial progress, it was not until 1915
that a consolidated training plan was introduced, modeled on the experience of the
British, French, and Belgian institutes of actuaries.® This curriculum, organized in
business schools and leading to certification as an Intendente Mercantil-Seccion
Actuarial (mercantile intendant actuarial section), included a broad representation of

foreign actuaries among the teachers, a fact that led to various conflicts within the
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profession in the following years.>® This situation, along with changes that took place in
Spanish insurance during the 1920s, delayed the creation of the first professional
association until 1927: the Asociacién Actuarial y Matematica Espafiola (Spanish
Actuarial and Mathematical Association). In contrast to the Corporation of Actuaries,
this served as a link between the professional and academic worlds regarding the field
of insurance, while trying to increase the scope of actuarial science. An indication of the
continuing shortage of qualified actuaries in Spain was the fact that the association was

open to anyone interested in, or an enthusiast of, actuarial matters.

<H1>Gresham’s Actuarial Practices in Spain
Beginning in the first half of the nineteenth century, the introduction and spread

of the use of mortality tables in England had transformed the methods of calculating life
insurance premiums, both for whole life policies and subsequently for a wide range of
products that, in most cases, included the participation of policyholders in company
profits.® In this process, mortality statistics became the key element in establishing the
rates of life insurance companies until well into the twentieth century. The company
used the mortality table to estimate, in accordance with the law of large numbers, the
average life expectancy for the age group of the person taking out the policy. By
combining this probability of death with the sum insured and adjusting the projected
time span of the policy in line with interest rate forecasts, the actuary of the company
determined the theoretical price of the claim. Finally, by adding the surcharges for
management and administration costs, the theoretical premium rate was obtained for
each policy. This was used by the company’s management as the basis for setting
market rates, combining expected profit with the theoretical rate to obtain the final price

of the insurance. Consequently, mortality statistics and expected profit were the
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fundamental elements of a charging system focused on the supply side, paying little
attention to demand.®* Specifically in the case of Spain, competitive incentives such as
participation in profits and the offer of bonuses, which were basic elements in other
markets, hardly affected the final price; common practice consisted in adding a 10
percent surcharge to the standard rate in policies that incorporated the participation of
policyholders in profit sharing.®2

The adoption of one mortality table or another was one of a company’s major
strategic decisions, even more so in markets that, like the Spanish one, did not have
their own actuarial statistics. In the case of Gresham, from the beginning of its
operations in Spain it used the so-called HM Table of the Institute of Actuaries.
Published in 1869, it was based on the mortality experience of some twenty insurance
companies in the British market during the period 1863 to 1868.5 It was introduced into
the Spanish market in 1881 and the company continued using it uninterruptedly during
the first third of the twentieth century. Indeed, despite the evident time-lag of the HM
Table sixty years after its publication, it was only at the beginning of 1937 that its
possible substitution with more modern statistics was considered, but the change was
finally rejected in view of the negative results. Thus, by the start of the Civil War, the
Gresham office was still applying a mortality table in Spain that, even with adjustments
and corrections, was based on seventy-year-old English demographic data.

Gresham’s Spanish office used this table to set rates for more than fifty years,
thereby generating a large quantity of documentation on its demographic calculations.
Table 2 has been compiled on the basis of these data. The table includes data on actual
and expected deaths and the percentage ratio between both, both by the number of
policies and by the sum insured. In accordance with the charging system used by the

company, higher mortality expectations corresponded to higher life insurance
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premiums. At the same time, more actual deaths corresponded to greater expenditure on
the indemnification of claims. Consequently, on analyzing the ratios between actual
deaths and expected deaths, values above 100 would entail unexpected losses for the
company. Likewise, values below this threshold would be indicators of profit and the
lower the value, the greater the profits, owing to having fewer indemnifications of
claims to pay and with a rate based on higher expectations of mortality than actual
deaths, which, therefore, pushed up the cost of premiums.

[Insert Table 2 around here]

<TN>Table 2 <TC>Actual and expected deaths of the Gresham in Spain and ratios by
number of policies and by sum assured, in pesetas at current prices (1896-1936)

Expected deaths % actual to expected

<TCH1>Actual deaths (based on HM q
eaths
Table)
<TCH2>No. UM No. Sum No. Sum
assured assured assured
<TB>Total
18961900 64 25,820 70 27,151 92 95
Total 1901-05 147 57,132 169 74,809 87 76
Total 1906-10 264 117,798 266 118,612 99 99
1911 65 28,736 60 26,866 108 107
1912 43 19,113 63 28,489 68 67
1913 52 22,303 66 29,985 79 74
1914 69 34,564 71 31,796 97 109
1915 77 38,191 73 32,537 105 117
Total 1911-15 306 142,907 333 149,673 92 95
1916 69 35,285 76 33,817 91 104
1917 86 42,288 79 35,518 109 119
1918 101 57,445 82 37,762 123 152
1919 101 54,772 85 40,000 119 137
1920 77 92,534 90 - 86 -
Total 1916-20 434 282,324 412 - 105 -
1921 86 86,855 93 — 92 —
1922 99 102,015 94 — 105 —
1923 — — — - - -
1924 - - - - - -
Total 1925-29 - - - - 75 69
Total 1930-34 — 156,291 — 229,839 76 (1339) 68
1934 — — — - 78 -
1935 — — — - 66 -
1936 — — — - 94 -
Total 1935-36 151 78,197 189 90,070 80 (137%) 87 (1529



<TFN>? In parentheses, results from applying the A1924-29 Mortality Table based on
the mortality experience in Britain during the second half of the 1920s.
Source: London Metropolitan Archive, MS 17917-1, Gresham Life.

Table 2 shows the performance of Gresham’s life insurance client portfolio
during the period 1896 to 1936. No data whatsoever on deaths have been found for
1923 and 1924, however. For many of the years in question, only five-year data are
available, which, in view of the paucity of elements allowing the distribution within
each period to be analyzed, has led to their inclusion as aggregated entries. In terms of
the number of active and matured policies, it can be seen how there are only six years
out of a sample of forty in which actual deaths exceed expected deaths, entailing
extraordinary losses in the portfolio, whereas with respect to the sum insured, this figure
rises to seven, taking into account a total of ten years without data.

These indicators rose from the beginning of the twentieth century until they
reached a high point in 1911, after which actual deaths dropped below forecasts, then
resumed their upward trend in 1914. It was from this year, and at least until 1919, that
the greatest deviation in mortality with respect to actuarial calculations took place.
Specifically, 1917, 1918, and 1919 were the years of greatest discrepancy when, jointly,
there was a deviation from the expected death rate of 12 percent in the number of
policies, with a maximum deviation of 23 percent in 1918. With respect to the sum
assured, the difference for this three-year period was 23 percent, with a maximum of 52
percent in 1918. These data coincide with the growth, peak, and decline of the epidemic
of Spanish influenza that (although in Spain it did not reach the high levels of mortality
of other European regions) was especially virulent in the urban population aged between

25 and 55, the main component of the potential demand for insurance.®* Hence, and as
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Gresham’s actuary in Spain had warned earlier, the policies with the largest sums
insured were the most affected by the increase in mortality.®®

As a result of these unexpected losses for the company, premiums for new life
insurance contracts were increased immediately, while at the same time a plan to
expand operations was implemented. Nevertheless, the total sum insured in Spain in the
life branch rose by 12 percent in real terms between 1919 and 1921, whereas the life
insurance premiums collected increased by 14 percent in the same period. From then on,
the termination of old policies through nonrenewal and the extension of policies subject
to the new rates maintained expected deaths above actual deaths, increasing the
profitability of business in Spain. However, in view of the five-year data for the period
1925 to 1936, Gresham’s operations were always within the company’s forecasts:
Neither the social conflict of the last years of the Primo de Rivera dictatorship and
during the Republic, nor the violent episodes after the military uprising of 1936, reached
the artificially pessimistic forecasts used by Gresham in Spain.®®

It follows that, especially after the high mortality rate of the three-year period
1917 through 1919, Gresham used excessively conservative forecasts in its life portfolio
that were based on outdated statistics, applying rates that, in terms of demographic
calculation, were well above the real costs of the product.5” Nevertheless, for a company
to be able to maintain this practice continuously over a period of time, convergence with
the other companies present in the market would have been necessary. In this regard, the
different mortality tables used by the leading insurance companies operating in the life
branch in 1921 are presented in Table 3. As a means of reference, urban mortality
indicators estimated by Dopico and Reher (1998) have been introduced, corresponding
to the two-year period 1930 to 1931, these being the closest available figures to 1921.58

[Insert Table 3 around here]

20



<TN>Table 3 <TC>Mortality rate per 1,000 inhabitants according to the tables of life
insurance companies operating in Spain and according to Dopico and Reher

. American ;
<TCH> Carlisle - oM Dopico and
Experience HM (1869)

Age (1815) (1868) (1910) Reher
<TB>20 7.1 7.81 6.33 6.52 6.4
30 10.1 8.43 7.72 7.47 1.7
40 13.01 9.79 10.31 9.78 11.7
50 13.42 13.78 15.95 15.45 19.0
60 33.49 26.69 29.68 29.21 38.4

<TFN>Source: Campbell, “Mortality Tables,” p. 426; Dopico and Reher, El declive de
la mortalidad, p. 71.

Table 3 indicates companies’ resistance to change despite the age of their
statistics; in fact, as the OM table was only used by Standard Life, the rest of the life
branch of the insurance sector operated with mortality tables that were more than fifty
years old. On analyzing the mortality expectations set for the potentially insurable age
groups of the population—that is, between the ages of twenty and sixty—it can be seen
that, with respect to the reference of the Dopico and Reher study, the American
Experience, HM, and OM tables maintain similar values, with the Carlisle Table
showing the greatest discrepancies, probably because it was based on English
demographic data that were more than a century old. Furthermore, the tables adopted by
the insurance companies were constructed on the basis of insurance experience of
earlier times, but took into consideration the distinction between total population and
potentially insurable population. On the other hand, the data of Dopico and Reher
include the entire population of the provincial capitals regardless of income or the
capacity to have access to products such as life insurance. Consequently, the mortality
data of the potentially insurable population in Spain must have been substantially lower
than the data produced by Dopico and Reher and, thus, lower than the rates used by the
life insurance companies. This confirms that the statistics used were deliberately

pessimistic in spite of the adjustments made, as the mortality data considered apt for
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Spain were far higher than the actual death rate. To corroborate this point, Table 4
includes the ratios between actual deaths and expected deaths of a selection of life
insurance companies operating in Spain.

[Insert Table 4 around here]

<TB>Table 4 <TC>Ratios of actual death to expected death used by life insurance
companies operating in Spain, and mortality table used, 1921

% Actual to

<TCH>Company Table Adopted Expected Deaths
<TB>Adriatica de Seguros Tabla 1900 76.60
. Assurés Francais (A.F.) and

La Nationale Rentistes Francais (R.F.) 8578
Le Phenix A.F.and R.F. 87.86
Assicurazioni Generali Tabla 1900 and R.F. 41.32
La Eqwtanva-Fundamon AF. and RE. 4654
Rosillo

Banco Vitalicio de Espafia HM and R.F. 75.41
La Union y el Fénix Espafiol HM and R.F. 76.07
Standard Life oM 93.33
New York American Experience 134.86
Consolidated American Experience 133.47
Equitable Ame_rican Experience and 111.75

Carlisle
Gresham HM 92.00

<TFN>Source: London Metropolitan Archive, MS 17917-1; Gresham Life, The
Gresham Spanish Branch, Mortality Statements 1916 to 1922.

Table 4 shows the performance of the life insurance portfolios of the leading
companies operating in Spain in 1921. As can be seen, the companies that based their
operations on the American Experience Table had an actual death rate higher than the
expected death rate. This is linked to the lower mortality expectations stipulated by this
table for those under the age of sixty at a time when the deaths resulting from the
Spanish influenza pandemic continued to directly affect this segment of the
population.®® This situation, however, did not affect the other companies to the same
extent. Especially in the case of those that used the Assurés Francais and Rentistes

Francais tables, of French origin, even the effects of the persistence of the pandemic did
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not lead actual deaths to equal the expected deaths of these companies. This implies
that, in normal conditions, the practice of overestimating mortality and the effects that
this had on determining life insurance premiums were not exclusive to Gresham, but
rather that they were a general trend in the Spanish market.

Finally, having seen the practices of national and foreign insurance companies in
Spain, this raises the question of whether this was a specific characteristic of the
Spanish market or whether, on the contrary, it was a routine feature of operations in
peripheral and technically backward countries.” To study the case of Gresham, Table 5
has been compiled, which presents the ratios of actual deaths to expected deaths, in
terms of both the number of policies and the sum insured, of the different territorial
branches of the company around the world.

[Insert Table 5 around here]

<TN>Table 5 <TC>Actual and expected deaths of the Gresham in main branches by
number of policies and by sum assured, in pesetas at current prices (1935-1936)

Expected Deaths % actual to
<TCH>Branch Actual Deaths (based on HM expected deaths
Table)
Sum Sum Sum
<TCHI1>No. assured No. assured No. assured
<TB>Britain 354 143,540 687 255701 52(89%) 56 (99%)
France 224 36,149 394 69,210 57 52
Belgium 42 6,678 63 11,137 67 60
Argentina 17 15,277 32 26,832 53 57
Holland 11 2,529 24 12,086 46 21
Egypt 117 66,428 167 90,618 70 73
India 316 54,224 480 83,396 66 65
Greece 48 8,753 121 19,466 40 45
Spain 151 78,197 189 90,070 80 87
Scandinavia 7 6,056 22 6,630 32 91
Canada 17 11,280 31 13,476 55 84
South Africa 43 23,350 59 31,908 73 73
Total 1,347 452,461 2,271 711,879 59 64

<TFN>? Result according to the A1924-29 Table, adopted for the British branch.
Source: London Metropolitan Archive, MS 17917-1, Gresham Life, Gresham Mortality
Experience 1935-1936, Schedule 1.
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The first thing to take into account when analyzing Table 5 is that the mortality
table used by all branches was the HM, except in the case of Great Britain, where the
tables adopted from 1934 onward were the A1924-1929. These tables were much more
modern, but as the company’s chief actuary explained, “these tables have no special
application to foreign business ... and our foreign premiums allow for a considerably
higher rate of Mortality.””* Hence, Gresham used a set of mortality statistics that
“probably represents the mortality amongst assured lives about 1850 for all branches
except Great Britain, thereby applying the same actuarial fundamentals to markets of
completely different structures.” As a result, the relationship between the company’s
forecasts and demographic behavior reveals an extremely favorable balance for the
portfolio: Except in the extreme case of Spain in 1936, the values of the ratio are always
below 75 percent. This indicates the common practice of applying artificially high
mortality estimates in Gresham branches in certain markets, thus increasing the cost of
life insurance as a result of the paucity of actuarial information adjusted to the market.
Apart from the preceding quotations, no explicit statements have been found in the
company documentation on the intention of this practice. However, the frequency of
this strategy is quite clear from contemporary public debates.™

The use of the same mortality table in all the markets in which the company
operated was also based on the need to reduce costs owing to the scale of its operations.
If the company had needed to invest in conducting local actuarial studies to construct
individualized tables in each market, its administrative and management costs would
have risen. The use of the same tables, adapted, enabled the company to carry on acting
as though in a global market, although coming under pressure with more and more
obstacles arising from the economic nationalism explained earlier. This practice,

however, does not appear to have been an isolated case, but rather was common practice
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among insurance companies. The explanation as to why they were able to maintain high
premiums through the use of mortality tables that had not been updated in line with
contemporary demographic behavior was linked to the structure of the life insurance
market at this time. In the Spanish case, the industry was an oligopoly in the hands of
very few companies. Unlike fire and transport insurance, the life branch was not
officially cartelized.” Although companies in Great Britain or Sweden developed
collusive institutions to establish entry barriers for competitors, other markets, such as
the Australian or Spanish markets, did not need them.” In the Spanish case, the
institutional requirements such as deposits as a guarantee of solvency and the
restrictions on the investment of reserves acted as a barrier to the establishment of new
companies. Hence, there were fewer companies operating in life insurance, which
accounted for a much greater average of premiums per company than in the fire branch,
for example. In 1912, there were 46 insurance companies registered in the fire branch,
which earned an average of 0.7 million pesetas per company. In the life branch,
however, there were only 23 authorized insurers, with an average of 1.8 million pesetas.
These differences continued into the late 1930s, when there were 80 insurance
companies operating in the fire branch, with average premiums of 1.2 million pesetas
per company, compared to the 2.6 million pesetas collected on average by the 43
companies operating in the life branch.”® The lower degree of competition enabled them

to maintain high premiums, especially as there were barriers to entry that favored

oligopoly.

<H1>Conclusion
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Despite the fact that the British life insurance companies concentrated their
activity in the domestic market, some of them achieved a significant presence abroad
during the first era of globalization in the late nineteenth century. This was the case in
the Spanish market, where four British insurers accounted for 16 percent of premiums
in this branch in 1912. In a context of change, after World War | and with the
emergence of economic nationalism in the sector, some of them abandoned the market,
whereas others, such as Gresham, continued doing business thanks to the sustained
profitability of their operations.

Noteworthy among the factors that enabled this strategy of continuity was the
use of actuarial tools, over and above strictly technical criteria. From the Gresham
documentation of mortality statistics in the life branch, it has been seen that the
mortality tables used in Spanish life insurance were computed on the basis of outdated
data from other countries. This practice was not exclusive to Gresham, but rather, as has
been demonstrated, it was the common strategy of both Spanish and foreign companies
operating in the Spanish market. Moreover, the data suggest that this strategy was not
limited to the case of Spain, but rather that it was general procedure to apply this
strategy in offices established in less-developed markets.

The use of these tables that had not been adapted to the demographic reality of
the host market had a direct impact on setting the rates for life insurance and, therefore,
on the final price. Thus, risks were overestimated and higher premiums were applied.
By not having to prepare mortality statistics for each market, management and
administration costs were saved and profits were maximized. This mode of operating
provided higher mathematical reserves accompanied by a lower mortality ratio. This
manner of using actuarial instruments for the purpose of maximizing profits helps

explain the continuity of some companies in markets in which, with economic
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nationalism in full swing, both bureaucratic obstacles and financial and fiscal

requirements were increasing.
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<AF>Footnotes

! Wilkins, “Multinational enterprise,” 338-340.

2 The development of life insurance in the Britain can be consulted in different works, such as Withers,
Pioneers; Pearson, “Thrift or Dissipation?”; and Clark, Betting on Lives. For the case of the United States,

see Knight, The History of Life.

3 For some explanations of the expansion strategies of multinationals, see Jones, Banks as Multinationals,
and Jones (ed.), Multinationals and Global Capitalism. For insurance multinationals, see Wilkins,

“Multinational Enterprise,” and Pearson, “Las compafiias de seguros extranjeras.”

4 Pearson, “Towards an Historical Model,” 249.

5 In the introduction to Borscheid, World Insurance, 3, the contributions of actuarial techniques and the
decline of religious culture to the spread of life insurance are highlighted. In the case of England, Clark,
Betting on Lives, emphasizes the changes in mentality that fostered the development of the first English

life insurance societies.

& This type of tontine, different from the originals invented by Lorenzo Tonti in the seventeenth century,
was introduced in 1868, combining the features of life insurance with an unusual old-age savings plan.
North, “Life Insurance.” Pearson, “Las compafiias de seguros extranjeras,” 117, affirms that reinsurance
served as an essential vehicle for the entry of multinationals both before and after the establishment of an

agency network for direct underwriting abroad.

" Adams et al., “Firm Size,” 958, and Lindmark et al., “The Evolution and Development,” 349.

8 With regard to the regulation of insurance, Pearson and Lénnborg, “Regulatory Regimes,” conclude that
minimal market regulation may be a factor in attracting insurance companies, although it is not always

decisive.

® Clark, Betting on Lives, conducts a statistical analysis of life insurance issued by four companies

between 1699 and 1770. In this study he analyzes the first English insurance societies and their clients.

10 Cockerell and Green, The British Insurance, 59.

34



11 Pearson, “United Kingdom: Pioneering Insurance”, 80-85, mentions that in 1853 life insurance was tax
deductible. It is estimated that the amount insured in the life branch in 1850 was approximately 150

million pounds, underwritten by about 180 companies.

12 Pearson, “United Kingdom: Pioneering Insurance,” 82.

3 The number of companies operating in life insurance was less than in the fire branch. Supple, The
Royal Exchange, 131, estimates that there were about 180 companies operating in Britain in 1850.
Trebilcock, Phoenix Assurance, 572, for his part, indicates that 219 companies were established between

1843 and 1870.

14 Pearson, “United Kingdom: Pioneering Insurance,” 83-84. This author suggests several factors that
explain this lesser importance of life insurance in the foreign business of British companies. Of these, we
highlight the late development of European life insurance markets owing to the prohibition of this product
before 1800 for religious motives, the further growth of the domestic market, and the greater regulation of
European markets. However, Alborn points out that in 1900 some of the most important companies, such
as Star, Standard Life, Norwich Union, and Gresham, sold more policies overseas than in the domestic

market (see Alborn, Regulated Lives, 29).

15 For the study of the tontine insurance societies in Spain, see Bahamonde, El horizonte econémico, and

Sales, “Marchands d’hommes” and “Sociedades de seguros.”

16 Bahamonde, EI horizonte econémico, 146, affirms that the state had prohibited investment in any other
kind of securities except public debt, but it has not been possible to find the specific legislation in the

archives of the Gaceta de Madrid.

17 Before these dates, foreign companies carried out operations directly from their head offices, above all
through reinsurance, and agencies were also installed in the Spanish colonies of Cuba and the Philippines.
Pearson, “Las compafiias de seguros extranjeras,” 116-117. For 1910, he confirms, via the Post Magazine
and Insurance Monitor, the operations of 19 companies in the life branch that earned 23.55 million
pesetas in premiums, of which 2.82 million corresponded to the operations of the four British companies,

109.
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18 Instituto Geografico y Estadistico, Resefia Geogréafica, 918-919. The companies with French capital
were the first to establish themselves in Spain, but their weight in the life branch was not very significant
until the end of World War I. This was not the case in the fire branch, in which they accounted for
approximately 20 percent of premiums between 1912 and 1926. For the same period, the weight of
French companies in the industrial accident branch was around 27 percent, whereas in the branch of
personal accident insurance, they had a market share of 37 percent. Pons, “Las empresas extranjeras,”
209, 211, 213. In fact, they were the main promoters of the tariff system and the cartelization processes in

these branches. Pons, “Spain: International Influence,” 192.

1 Tortella et al., Historia del seguro, 121.

2 The domination of the U.S. companies in this branch in most European markets before World War 1
was based on the fact that their sales methods, and agents’ commissions in particular, were more

aggressive than the practices of European companies. Wright and Smith, Mutually Beneficial, 39.

2L Pons, “Las empresas extranjeras,” 205. In 1935, on the verge of the outbreak of the Spanish Civil War,
the market share of the life branch was distributed in the following manner: 64.82 percent of premiums
were in the hands of Spanish companies, French companies collected 12.94 percent of premiums,
followed by Brazilian companies with 5.29 percent, Italian companies with 4.71 percent, and Swiss
companies with 4.32 percent. The U.S. and British companies that had led the industry in 1912

maintained only residual activity, with 0.47 percent and 3.55 percent of premiums.

22 Pearson, “Las compafifas de seguros extranjeras,” 110-112. Andalusia, specifically Cadiz and Malaga,
were the points of entry preferred by the British companies. The most plausible explanation lies with the
historical links that connected British companies with the wine and liqueur trade, and the fact that at that
time Malaga was becoming the peninsula’s next industrial center, after Barcelona, to concentrate a
sufficiently large market of insurable goods. Royal (1864), Alliance (1887), Liverpool, London & Globe

(1869), and North British & Mercantile (1870) established themselves in Malaga.

2 London Metropolitan Archive, MS 17893-1, Gresham Life. Alborn, Regulated Lives, 29, dates the

commencement of the company’s operations to 1882.

24 London Metropolitan Archive, MS 17893-1, Gresham L.ife.
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% “Spain can be considered as covering about one-tenth of our total business,” London Metropolitan

Archive, MS 17917-1, Gresham Life, Notes on Spain, 1.

% The Standard Life Assurance Company was founded in Edinburgh in 1825; by 1850 it had become one
of the three leading companies in the life branch (in terms of turnover in the British market). Treble, “The

Record of The Standard,” 95.

27 There is agreement among researchers that this factor had a great influence on the withdrawal of many
multinationals from European markets. Schooling, The Standard Life, 79, and Butt, “Life Assurance,”
168-169, give this reason to explain the case of Standard Life. Wright and Smith, Mutually Beneficial,
60-61, point to the same factor for Guardian. Spain was no exception with regard to this phenomenon:
According to Prados, El progreso econémico, prices doubled during the inflationary spiral from 1913 to

1920.

2 For a detailed analysis of all the factors that converged, see Pons, “Multinational Enterprises.”

2 The post-Armstrong reform of life insurance in New York prohibited deferred dividend policies,
limited new business, and imposed greater government control over life insurers’ investments, as well as
obliging American life insurance companies to reduce their activities in Europe. Pons, “Multinational

Enterprises,” 103.

30 Butt, “Life Assurance,” 168—169.

3 The transaction was officially announced in the Gaceta de Madrid on April 9, 1927.

32 Schooling, The Standard Life, 78. For more on its activity, see Treble, “The Pattern of Investment,”

170-188.

3 Norwich Union Life maintained only a token presence, as its policies only earned 10,000 pesetas in

1935 (see Table 1).

34 Dopico and Reher, El declive, 41, and Pérez Moreda, Las crisis de mortalidad.

% Dopico, “Regional Mortality Tables,” 179.
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36 Livi Bacci, Historia minima, 165.

37 From the end of the seventeenth century and throughout the eighteenth century, there were various
attempts to calculate mortality in England. For a detailed account of these precedents, see Clark, Betting

on Lives, and Alborn, Regulated Lives.

3 Moir, Sources and Characteristics, 30, and Clark, Betting on Lives, 123.

39 Campbell, “Mortality Tables,” 426. Joshua Milne, the company actuary, also used parish sources to
draw up the Carlisle Table of Mortality, but he introduced limitations to exclude the population that, due

to income, age or state of health, could be considered uninsurable.

0 For the development of mortality tables and actuarial techniques in the United States, see Knight, The

History of Life Insurance. For the case of Italy, see Fanfani.

41 These were the Seventeen Companies Table, the German Table of 23 Companies, and the subsequent
American Experience Table. For a review of the methods used in compiling these tables, see Lew,

“Mortality statistics,” 278-281.

42 Pons, “Multinational Enterprises,” 91.

43 Dopico, “Regional Mortality Tables,” 173.

4 Vazquez Queipo, Tablas de los logaritmos, 127.

4 Merino, Reflexiones y conjeturas. Another similar study was published that same year signed by
Aguilar; both were followed by the works of Sorbias of 1882 and 1886, cited in Pons, “Multinational

Enterprises,” 91.

6 For a review of the demographic changes of the period, see Dopico, “Censos, movemento natural.”

47 Pons, “Las estrategias de crecimiento,” 13.

48 a Correspondencia de Espafia, April 5, 1912, 7.

49 El Eco Patronal, Afio IV, no. 73, June 1, 1925, 1-2.
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%0 Fuentes Martiafiez, Tablas de mortalidad, 6-7. This work, which had a significant impact at the time of

its publication, received an award from the Ministry of Industry.

5t Ibid., 22.

52 The tables referred to are the HM Table, of British origin and published in 1869; the American
Experience Table, developed on the basis of data from Mutual Life Company of New York and published
in 1868 (Guertin, “Mortality Tables,” 58-59); and the German Table of 23 Companies. For a detailed
description of the gestation and evolution of these tables, see Campbell, “Mortality Tables,” 425-428.
These were adjusted to the Spanish market by using statistical mechanisms, as seen in Lasheras-Sanz,

“Estudio relativo,” 176-178.

53 Fuentes Martiafiez, Tablas de mortalidad, 136.

5 Lasheras-Sanz, “Desarrollo de la profesién actuarial,” 271.

% Royal decree of July 26, 1908, approving the accompanying provisional regulation for the
implementation of the law of May 14 of the same year regulating the functioning of insurance companies.

Gaceta de Madrid no. 225 of August 12, 1908, article 91, section 12.

% Royal decree of March 5, 1910, Gaceta de Madrid no. 65 of March 6, 1910, article 1.

57 Royal decree of February 12, 1912, approving the definitive regulation for the implementation of the

law of May 14, 1908, Gaceta de Madrid no. 47 of February 16, 1912, articles 10, 142, and 147.

% Royal decree of April 16, 1915, stipulating the organization of commercial studies in business schools.

Gaceta de Madrid no. 108 of April 18, 1915.

% Lasheras-Sanz, “Desarrollo de la profesion actuarial,” 274.

8 For a review of the methods of determining premiums prior to scientific life insurance, applied during
the eighteenth century in England, see Clark, Betting on Lives, 127-134. For a classification of the
different products offered from the end of the eighteenth century onward, see Wright and Smith, Mutually

Beneficial, 130-136.
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61 Cummins, “Asset pricing models,” 125-126.

62 Ossorio, El seguro de vida, 123, and Benitez de Lugo, El contrato de seguro de vida, 12. In the case of
bonuses, Gresham company practices show the scant penetration of this practice in the Spanish market: In
1900, company agents complained about the stingy bonuses offered (see Alborn, Regulated Lives, 185~
186); between 1930 and 1934, the percentage of the bonus offered barely reached 3 percent of the total

amount of the policies.

83 Campbell, “Mortality Tables,” 427-428.

84 Erkoreka, “The Spanish Influenza Pandemic,” 85-87. According to this study, in the case of Madrid,
the deaths in this age group accounted for 52.6 percent of the total, showing a higher concentration than

that of other age groups.

8 London Metropolitan Archive, MS 17917-1, Gresham Life, Report by the Actuary upon the Profit and

Loss from the Spanish Branch 1914-1919, 2.

% In the actuary’s report to the London office in September 1937, express mention is made of the
inclusion of the claims related to the military rebellion, although it points out that compensation remains
subject to verification that the conditions of the claim conform to those of the policy. London

Metropolitan Archive, MS 17917-1, Gresham Life, Notes on Spain, 4.

57 In fact, as shown in Table 2, during the period 1920-1936 there is only one year, 1922, when the

annual estimated claims were actually exceeded by reality.

8 Without mortality rates available for 1920-1921, data corresponding to 1910-1911 present many
shortcomings for several age ranges. For a detailed analysis of these limitations, see Dopico and Reher, El

declive, 19-24.

8 Erkoreka, “The Spanish Influenza Pandemic,” 87.

0 The use of mortality tables as a business strategy has been confirmed in the case of Australia, where,
according to Keneley, “The Evolution of Australian,” 151-153, overestimating mortality through the use

of tables that had not been adapted to the demographic reality of the country benefited Australian life
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insurance companies. For the case of the United States, Bouk, “The Science of Difference,” has

documented other uses of mortality tables, in this case related to racial segregation.

™ London Metropolitan Archive, MS 17917-1, Gresham Life, Gresham Mortality Experience 1935-1936,

1.

2 London Metropolitan Archive, MS 17917-1, Gresham Life, Gresham Mortality Experience 1935-1936,

2

‘A

3 As has been seen in the second section, this problem was well known and was debated in academic and

political circles and in the press.

™ The fire branch was highly cartelized in many markets. For Great Britain, see Westall, “David and
Goliath”; for Sweden, see Boksjo and Lonnborg, “Collusive and Competitive Institutions”; for Australia,
see Keneley, “The Origins of Formal Collusion”; and for the United States, see Baranoff, “A Policy of
Co-Operation.” Cartels in this type of insurance were similarly created in Spain from the late nineteenth

century onward. See Pons, “The Influence of Multinationals.”,

5 The case of Great Britain has been studied by Pearson, “United Kingdom: Pioneering Insurance,” 96,
confirming the creation of the Life Offices Association in 1889. In Sweden, Boksjé and Lénnborg,
“Collusive and Competitive Institutions,” point out that the life branch was the most cartelized. However,
Keneley, “The Evolution of Australian,” emphasizes that the specific characteristics of the Australian
market made the organization of official cartels unnecessary, although she does confirm other less visible

collusive practices, such as informal agreements.

6 Boletin Oficial de Seguros of 1913 and Boletin Oficial de Seguros y Ahorro of 1936.
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