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Skinner has sponsored two bills in the European Parliament aimed at the unification of
policies related to systemic risk and insurance across Europe. The first was the Reinsurance
Directive (2005) and the second was the recent Solvency Il legislation. Skinner claims that
systemic risk originates from the failure to properly manage and supervise risks. He notes the
reliance on two few of assets and the failure to charge the correct premium as two examples of
poor risk management. Europe has established a committee of “Wise Men” led by Jacques de
Larosiere, which has proposed the creation of a European Systemic Risk Council. This council
would (a) collect and analyze information about the macro-economy and financial systems, (b)
identify and prioritize risks, (c) warn against serious risks, (d) recommend responses to such
risks, (e) monitor the responses taken, (f) serve as a liaison to the IMF, the Financial Stability
Board, and other countries. Skinner suggests that a similar agency might be useful in the U.S.
Additionally, Europe is working towards a more integrated cross-country system of overseeing
holding companies.

Skinner emphasizes that developments throughout the world will significantly affect the
U.S. Specifically, the Solvency Il legislation, which is designed to unify insurance standards and
regulations, allows the European Commission to make equivalence decisions about third
countries’ reinsurance supervision. If the third countries’ reinsurance supervision meets
European standards, it will be subject to the same collateral and other requirements as European
reinsurers. Skinner notes that the U.S.’s state-based regulatory system for insurance may make

effective dialogue between the EU and U.S. on these issues much more difficult. Currently, the
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EU is evaluating the practices of guaranty schemes and burden sharing and considering

implementing them in a cross border framework.
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