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American International Group (AIG) has always been at the

f o refront of opening markets. AIG was born in China in 1919

and has since expanded into every part of the world.  Time after

time, AIG was the first company to identify opportunities in

new markets and the first to introduce new products around the

world. AIG companies were the first foreign insurance compa-

nies to enter Japan, South Korea, and many Southeast Asian

countries. Our joint ventures in Central and Eastern Europe

w e re the first of their kind in those markets. We were the first

American insurers in many Middle Eastern countries. Begin-

ning during World War II, AIG established a strong presence in

Latin America, which had been traditionally dominated by

European companies. We have introduced literally hundreds of

new products to markets around the world that have been re p l i-

cated by other domestic and foreign companies. Innovation is a

way of life for us and we have always seen opportunity in marke t s

that were too remote or too foreign for our competition. 

AIG is in the service business, but it was not until the

Uruguay Round of the GATT negotiations that services were

even considered by the World Trade Organization (WTO). I

was serving at the time on the President’s Advisory Committee

on Trade Negotiations, and Bob Strauss was the U.S. Tra d e

R e p resentative. When we raised the topic of services, it was

c o n s i d e red very strange since all previous trade negotiations

had focused on tangible goods, things that you could touch

A Look Back



[ 1 5 0 ]   Georgetown Journal of International Affairs

and see. Although trade in services was

first raised in the early days of the

Uruguay Round, it did not get anywhere

during those negotiations. 

Prior to the Uruguay Round, AIG

took the lead in creating the Coalition of

Service Industries—a group of U.S.-

based service companies, including

American Express and Citigroup among

others—to help lobby for trade in services

to be negotiated.  Today, trade in services

is part of all trade negotiations, Ameri-

can service industries now have better

access to foreign markets and enjoy pro-

tection in those foreign marke t s — a n d

U.S. foreign policy has been furthered as

a consequence. 

C haracteristics of a Leading
Edge Company. What kind of char-

acteristics are necessary for a company

that wants to be at the leading edge of

opening markets? There are severa l

things we at AIG have learned over the

years that I think have helped us open

m a r kets and made us a leader in emerg-

ing markets. These five rules may be sim-

ple, but they are fundamental. 

First, you must know what you want to

do. Too many companies—even Ameri-

can ones—just have a “me too” stra t e g y .

For example, if AIG is in a country, they

think they should be there, too. They

may not have developed their own stra t-

egy to ensure success in that marke t .

Second, you have to have a long term

view. You cannot go into a country for a

short period of time. When companies

do that, it causes tremendous problems.

They go in, upset the local market, do

not succeed, pack up, and leave. This

does not go over well.

T h i rd, you have to understand the

c u l t u re of the country. Each country has

a different culture, and you must re s p e c t

that. All Asian countries are not the

same, for example. Too many American

companies fail to understand that, and

pay the price for it.

Fourth, you have to be persistent. It

t a kes a long time to open a market, and

you have to create and develop re l a t i o n-

ships in a country to do so. Too many

companies just don’t follow that pra c t i c e .

Finally, you have to have the CEO out

front. In many countries, their leaders do

not want to talk to the second or third

person in the company. They want to talk

to the leader. It takes a lot of time and

commitment to do that, and if you fail to

do this, in most cases you will not succeed.

C hina . I first went to China in 1975,

soon after President Nixon made his

historic trip. I believed that one day

China would join the world of open

m a r kets because 1.3 billion people can-

not exist in isolation for long, and you

cannot have a truly global trading system

if China is not part of it. At some point,

it had to change.

In the insurance sector, China had

only one company, the state-owned Pe o-

ple’s Insurance Company of China

(PICC). They were obviously not inter-

ested in competition, and posed a formi-

dable barrier to our entry. When I first

met with PICC in 1975, it was tiny. There

w e re probably only about 200 people in

the whole insurance industry in China.

T h e re was no need to insure anything

because everything was government

owned. But, as a result of that visit, we

e n t e red into a re i n s u rance arra n g e m e n t

with PICC. It was more symbolic than

real, but it was a beginning.

I made annual visits for several years,

and in 1979 we created a joint venture

called The China-America Insura n c e

Company to insure trade between our
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two countries. At that time, it was the first

v e n t u re of its kind. This modest begin-

ning led to the development of re l a t i o n-

ships with deputy prime ministers and

State Council members, and soon this

joint venture became a very important

symbol to them as well. By the mid-

1980s, we opened an infra s t r u c t u re fund

in Chian, which quickly became a busi-

ness in its own right, and began the first

major real estate project in Shanghai with

the support of Zhu Rongji, then mayor

of Shanghai. 

After that, on all my trips to China, I

stopped in Shanghai and met with him

on one thing or another. On one of the

trips he asked me if I would help create an

International Business Advisory Council

for Shanghai (IBLAC). I didn’t think it

was possible to create what he had in

mind, but I helped recruit CEOs from

other companies around the world and

c h a i red the first two meetings. Vi r t u a l l y

every ministry in Beijing sent people to

attend the meetings and listen to the

advice that the Advisory Board offere d

Shanghai in its attempt to become a more

modern city. Today, the IBLAC is a very

important part of Shanghai’s infra s t r u c-

t u re, and I remain a member.

During that time, I kept pressing Zhu

for a license to allow the sale of insura n c e

in Shanghai. Although he finally agre e d

to try for permission, PICC blocked the

license. 

Soon after that, Zhu became Deputy

Prime Minister, and his advice was, “Yo u

have to convince everybody on the State

Council. You have to talk to Pre s i d e n t

Jiang Zemin and Li Peng,” who was then

Premier. Despite meeting with every

member of the State Council and

receiving the support of the Chinese

ambassadors to both the United States

and the UN, Li Peng was very difficult to

see. Moreover, he did not even want to

discuss the issue. No other fore i g n

i n s u rance company was even paying

attention to China at the time, and no

one thought there was a chance to get a

license in China. But we persisted, and

did everything we could possibly do to

improve our relationships in China. Fo r

example, we purchased a set of window

f rames that had found their way to a

Paris gallery after having been stolen

from the Empress Dowager Pavilion in

the Summer Palace during the Boxer

Rebellion. We thought that it would be a

very nice gesture if we could return them

to China, so we had them authenticated

by Chinese experts and then had them

sent home. We did all kinds of things to

convince the Chinese leadership that we

w e re committed to China. 

When I was finally offered a hearing

with Li Pen, I was in Europe, he was

going to be in New York, and I was told

that I could have just ten minutes with

him. Although I was hesitant about the

usefulness of a ten minute meeting, I

decided to fly back to New York. The

meeting lasted an hour and twenty-five

minutes, and in addition to marke t i n g

our proposal, I assured him that AIG

would not take out our dividends for at

least ten years if granted a license. When

I saw him in China two months later, the
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first thing he said was, “I just approved

your license.” That was 1992; it had tak-

en some seventeen years since my first

visit to China to get our first insura n c e

license. To us, it was worth the wait

because we thought China was a very

important market to open. 

Since then, there have been many

m o re successes and disappointments, ups

and downs, but, over the long term, the

efforts have paid off. Today, we are a

major force in the insurance industry in

China. The Chinese have learned a gre a t

deal from us and we welcome that. Fo r

example, all Chinese insurance agents

have to take a test, as they should. For our

agents, the pass rate is between 85 per-

cent and 90 percent; for the industry in

China it is probably between 35 perc e n t

and 40 percent. Because we train our

people better, they do better, they make

m o re money, and they live better. We set

an example and a standard that is gre a t

for the country and great for the insur-

ance industry.

As China develops, obviously insur-

ance becomes critical in almost every

facet of life. Today, insurance is a growing

business, but it took a lot of persistence

and hard work. I cannot count the num-

ber of trips I made to China. When other

f o reign companies came in afterward s ,

decades afterwards, they believed they

w e re entitled to the same treatment as the

pioneer, but the pioneer should re c e i v e

some benefits for being the first—because

that first step is the hardest to take .

E astern Europe . In the mid-1970s, I

attended a Third World Insurance Con-

f e rence in the Philippines. It was a very

negative conference, with heavy socialist

overtones. I went because I wanted to

m a ke the argument that free markets are

better than closed-market economies—

that a market economy was the best for the

world. Insurance was on the agenda and I

d e l i v e red a speech. During the meeting, I

met the insurance commissioner from

Romania. At that time the Iron Curtain

was still up and Romania was a small,

closed market with a state-run insura n c e

company. We talked, and he was intrigued

with AIG and what we were doing around

the world. He invited me to come to

B u c h a rest and I met with him on a trip to

Europe. 

We had thought about doing some-

thing in Eastern Europe, and even

though it was still behind the Iron Cur-

tain, we thought we could plant some

seeds for the future. We visited Po l a n d

and Hungary in addition to Romania,

and put together a joint venture, but it

was like the United Nations to get them

together. They wouldn’t talk to each oth-

er but they would talk to us. We finally

w o r ked out an arrangement where the

state company in each country would

re i n s u re part of their business to a hold-

ing company. We put some of our own

business in as well. 

We learned about their markets long

b e f o re they actually opened. We built

relationships and knowledge of what

businesses were likely to develop in those

countries once the Iron Curtain came

down, which we believed would happen

one day, and, of course, it did. To d a y ,

AIG has a variety of companies in each

one of these countries, and they are

doing very well. Again, we were years

ahead of anyone else. Some of our com-

petitors used to laugh at the amount of

time we spent trying to open these mar-

kets. Now, they wish they had spent some

of that time.

Japan. The last example I will give you

is Japan, which is our largest interna-
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tional market. AIG began operations in

Japan almost the day after MacArthur

landed there following World War II. The

first licenses we received as a company

w e re to insure the U.S. military and oth-

er assets the U.S. government had there .

The Japanese are very good at finding

ways of postponing decisions, but we

finally got a non-life insurance license in

the early 1950s. We built an organization

and it flourished.

Years later when we wanted to get a life

i n s u rance license, the Japanese argued

that they had no need for another life

i n s u rance company in Japan, which was

the largest life insurance market in the

world. In fact, they doubted the Japanese

would want to insure with an American

life insurance company. The largest life

company at that time was Nippon Life. We

had a lot of help from the U.S. govern-

ment and we finally got a life insura n c e

license many years later. Even after that

t h e re was discrimination, and it was very

difficult to get anything approved by the

Ministry of Finance. But today, we are

one of the largest life companies in Japan. 

In the late 1980s, the U.S. govern-

ment began pressing Japan to libera l i z e

its financial services industry. It culmi-

nated with a trip that President George

H.W. Bush took to Asia, which I joined.

It led ultimately to an agreement between

the U.S. Trade Representative and the

Japanese in 1994. The Japanese agreed to

d e regulation, but decided to dere g u l a t e

the so-called “third sector” first because

Japanese companies had no interest in it

anyway, and then deregulate the first (life

i n s u rance) and second sectors (automo-

bile, fire, and similar coverages) later. 

We did not quite agree with that since

we already had a foothold in the third

sector. The Japanese never believed that

the U.S. would be firm enough in their

position to fight over this issue, but we

w e re and the third sector was ultimately

l i b e ralized. This made a major differe n c e

to the consumer in Japan. On a re c e n t

trip to Japan, several bure a u c rats and

members of the Diet admitted that it was

the right decision to liberalize the other

sectors first, and the Japanese public has

benefited dramatically as a result. 

You have to be persistent and difficult

at times to get things done. The working

relationship between the government and

private sector is important. You have to

work hand-in-glove and many times edu-

cate your own government on certain

things. Too often they are not focused on

the economic realities that drive business-

es in a global world. Yet, the more global

the world, the more these issues will arise.

Unless you understand the economics out

t h e re—I call it “geo-economics”—you are

not in tune with reality. 

C losing T houghts . It is a more diffi-

cult world in which to do business today

than at any time I can recall. There are so

many more risk factors—and insurance is

a risk business. In addition to property,

aviation, and the traditional risks that we

understand, there are the newer risks of

terrorism or war, currency crises, inter-

e s t - rate risk, volatility risk, market risk,

and health risks like SARS that profound-

ly affect markets. It is a tough environ-

ment, and now includes the accounting

and regulatory risks. The global CEO

today must deal with problems all at once

that they never had to deal with before. It

is worse than any time I can re c a l l .

But, we’ve learned to deal with prob-

lems as they arise, and every company

has to do the same to be successful. Fo r

example, we operated in Pakistan for

many years, but when the first Pre s i d e n t

Bhutto came to power, he nationalized
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the foreign insurance industry, includ-

ing AIG’s life insurance company,

which was the largest foreign life com-

pany in Pakistan at the time, without

even a conversation about compensa-

tion. Several months after Pre s i d e n t

Bhutto came to power, he came to New

York to try to convince the investment

community to invest in Pakistan. I had a

copy of his intended speech, and I went

up to him before the speech and said,

“Mr. President, if you make that speech,

I will get up and say, ‘Don’t invest,’

unless we get compensated.” He called

his aide over and we settled it that after-

noon. We faced a similar situation in

Peru, when President Fujimori’s pre d e-

cessor nationalized Belco, a large ener-

gy company that we had insured. As a

result, we ended up paying out a major

political risk claim. These are the kinds

of things that are largely unpre d i c t a b l e ,

and you have to deal with them as they

come up. It is part of being actively

engaged in a market. 

So if you are going to do business

globally, you have to be active. Pr o b l e m s

a re inevitable. Fo reign countries do not

always share our sense of values or have

similar laws. That makes it challenging,

but in the end it is worth it.

Editors’ Note: This article is an edited transcript

of the twenty-third annual Oscar Iden Lecture

sponsored by the Institute for the Study of Diploma-

cy and the Robert Emmett McDonough School of

Business.
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