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SESSIO N OF 9th OCTO BER 1974

The f ir s t  session o f  the C onference o p en e d  in the G rand C onference Hall, 
Z E N K Y O R E N  Building, T okyo , at 09.00 hours.

M r. R. L em aire in the Chair.

O P E N IN G  C E R E M O N Y

C H A IR M A N : Ladies and  Gentlem en. I have the pleasure to  call this meeting 
to order. This m orn ing  we have the h o n o u r  of  having with  us M r .T ak izaw a ,  
President of o u r  host C o m p an y ,  Z en kyo ren , and  I am  sure tha t  y o u  would 
wish me to  express on  your  beha lf  o u r  g ra ti tude  to  him for the w ay we have 
been received in T okyo  and  for the a r rangem en ts  m ade fo r  us; so giving us a 
good  start  to our  meeting.

I now  invite Mr. T ak izaw a to  say a few words of  welcome to  this 
Conference.

A D D R E S S  O F  W E L C O M E

M R .  T A K IZ A W A : Mr. C h a irm a n  an d  Gentlemen. T h a n k  you  very much 
for your  kind in troduc tion .  I w ould  hke to ex tend  my welcome to you  at this 
point.  It is a great h o n o u r  and  privilege for Z en kvo ren \  the entire 
o rganisa tion  of the Ja p an e se  A gricu ltura l Co-opera tive  Societies; an d  those 
concerned with agricu ltu ra l co -opera tive  insurance business; to  have this 
oppo r tun i ty  to  be able to  host this In te rn a t io n a l  Conference of  C o-opera tive  
Insurers with par t ic ipa tion  of  75 d is t inguished delegates f rom  18 na t ions  o f  the 
world.

Each of you  assembled here are  com peten t leaders in the co-opera tive  
m ovem ent and  in the insurance business in y o u r  respective countries and  we 
greatly adm ire  the efforts tha t  you  are m aking, each of you, for fu rthe r ing  the 
prosperity  of hum an ity  as a whole f rom  the s tand po in t of co-opera tive  
msurers. It is quite meaningful th a t  this In terna t ional  C onference o f  C o
operative Insurers is being held here in J a p a n ,  which is a m ic rocosm  , we can 
say, o f  the hum anities in te rm s of ph ilosophy , econom y and  society as a whole.
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At this Conference we hope tha t  we can present p rob lem s to  each  other  
and  have time to  discuss them  with each o ther  so th a t  we can fu rthe r  our 
awareness , which in tu rn  will enable us to step fo rw ard  for the to m o r ro w ’s 
world.

T hanks  to the 5,100,000 m em bers  of the Japanese  co-opera tive  m ove
m ent,  we, the Japanese  agricu ltu ral co-operative insurance business, have 
sum s insured with us w orth  5.5 tr ill ion yen; and  a part of this is collected from  
the co-operative o rganisa tion  in your  respective countries  in the fo rm  of re
insurance. At present an  in te rna tiona l firm, th ro u g h  re insurance a m o n g  the 
co-operative insurers all over the world , is in the stage of being established. It 
is o u r  sincere hope  tha t  we, at this C onference,  can  fu rthe r  o u r  unders tand ing  
which in tu rn  will bring  ab o u t  progress in the co-operative insurance in ter
nationally.

In J a p a n  it is a  very com fortab le  season, the best season of  the year, and 
we sincerely hope tha t  your  stay here in J a p a n  will be a very fruitful one; and  at 
the same time a very enjoyable one. T h a t  is o u r  great hope.

T h an k  you  very much.

C H A IR M A N ; T h a n k  you very m uch , Mr. T akizaw a, for those kind w ords oi 
welcome ex tended to  us on  our  visit to  your  country.

M ost of us here have had  the pleasure of w ork ing  with Z en ky o re n  and  we 
apprecia te  the w arm  welcome we have received from  you and  your  colleagues.

W E L C O M E  BY C H A I R M A N

C H A I R M A N ; Ladies and  G entlem en. It is now my duty  as C h a irm a n  to  wel
com e you  all to this Conference.

Y ou will recall tha t  up  to  1972 we organised o u r  conferences every three 
years to coincide with the congresses a r ranged  by the In tern a tio n a l Co
opera tive A lliance.

A t their last congress in 1972 the l.C .A . decided th a t  their  fu tu re  con 
gresses would be held every four years; bu t  a t  the last conference of  the In te r 
n a t ional C o-operative Insurance F edera t ion  the delegates expressed their  
view tha t  an  interval of fou r  years between meetings, for enterprises such as
ours, was too  long.

The Executive C om m ittee  considered their  delegates’ views w hen  they 
met after the 1972 Insurance Conference and  decided to  organise  in ter
m ediate  conferences between the fu tu re  full conferences which w ould ,  w hen
ever possible, be held at the same time and  place as the l .C .A . congresses.

T oday  the decision of the delegates to the 1972 C onference have b ro u g h t  
us together  to this meeting, the first o f  our  in te rm edia te  conferences.

I should perhaps rem ind you, Ladies and  Gentlem en, th a t  this C onfe r 
ence, as an  in term edia te  one, is different from  a full conference. O nly  a t  full 
conferences will adm inistra tive m atte rs ,  such as; election of officers; change of 
rules; decisions ab o u t  fu tu re  policy; ap p ro v a l  o r  otherwise of  repor ts  from  
y ou r  officers; be dealt with. In o ther  w ords this meeting here is m ore  o f  a  tech
nical conference com pared  with o u r  previous conferences, a l th o u g h  we are 
tak ing  the oppo r tu n i ty  of  keeping you  up - to -da te  with o the r  activities by 
hav ing  in form ation  reports  from  the Insurance D eve lopm en t Bureau, the
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In te rna t ional  C o-operative R e insurance B ureau  and  the Executive C o m 
mittee as p a r t  of the Agenda.

As the I .e .A .  congresses have for m any  years been held in E u ro p e  your 
Executive decided to hold its first ever in te rm edia te  conference in Asia, and  to 
ask our  good friends at Z en kyo ren  if they would  be p repared  to  hos t  this 
conference.

Y our presence here today  tells you th a t  Z en kvo ren  answered in the 
affirmative.

M any  of  you have attended  several o f  o u r  insurance conferences, bu t ,  like 
me, this is your  first intermediate  conference. 1 am  sure you  will agree with  me 
tha t  it is always a pleasure for us to  meet old friends, and  those  not so old, f rom  
all parts  o f  the world: and tha t  pleasure is enhanced  when we are m a d e  so wel
com e by o u r  host C o m p an y  as we have been today.

F o r  those delegates a t tend ing  their  first conference I would  like to  extend 
a special welcome and a wish tha t  we shall see them  again  and  aga in  at our 
future conferences. In par t icu la r  I welcome the delegates from  the N ationa l 
Federation  o f  Fire Insurance C o-opera tives f o r  S m a ll Business, J a p a n ,  and 
from C o-operativa  de Seguros M ultip les de Puerto Rico, whose Societies 
have jo ined  our  Federa tion  since o u r  last conference in 1972.

Both Dr. Bonow, President o f  the In tern a tio n a l C o-opera tive A lliance, 
and  Dr. Saxena ,  the D irector,  had  o the r  engagem ents  so could no t be w ith  us 
today  m Tokyo. However, they asked th a t  their  good  wishes for a successful 
meeting be conveyed to the delegates with their  regrets th a t  they could no t be 
with you  on this occasion.

A D D R E S S

C H A IR M A N : G entlem an. I now  have great pleasure to  call on  M r 
M iyawaki,  C h a irm an  of  the J a p a n  Jo in t  C om m ittee  of  C o-opera tives  to 
address a lew w ords to the Conference.

M R .  M IY A W A K I: The M inister  of A gricu ltu re  and  Forestry, Mr. Kuraishi; 
Mr. Lem aire and  G entlemen. At the open ing  of  the In terna t ional  Conference 
of C o-opera tive  Insurers, which will be held with  18 partic ipa ting  countries 
and 75 delegates, I would  like to  express my heartfelt welcome and  c o n g ra tu 
lations to  all the delegates on  behalf  o f  the J a p a n  Jo in t  C om m ittee  of  C o 
operatives.

The J .J .C .  is com posed  of  agricu ltu ra l  co-operatives; co n su m er  co 
operatives; fishery co-operatives; and  forest co-operatives; which are  the 
m em bers  of the In tern a tio n a l C o-opera tive A lliance; and  it covers 20 million 
members.

Now, those  delegates w ho have ga thered  at this Conference are  the 
representatives of the co-operative insurance societies which are  the 
im por tan t  elements of the co-opera tive  m ovem en t  aim ing at the im provem en t  
of the social and  econom ic posit ion  of the m em bers  and  the p ro m o t io n  o f  their 
welfare. I would  like to  com m end  the success achieved by all the m em bers  in 
their own countries.

However, when we look at the in te rna tiona l  situation  in recent times, 
there are energy problem s; food  supply  problem s; p o pu la t ion  problem s; 
in te rna tiona l  m one tary  problem s; and  also  there are  the prob lem s o f  acceler
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a t ion  of  inflation and  the accom pany ing  recession. We are observing drastic 
changes in the econom ic env ironm ent a ro u n d  o u r  lives and  insurance co
operative societies have great influence, effect and  im pact on  the p ro m o t io n  of 
the co-operative m ovem ent.  We are facing great challenges in a testing period. 
In o rder  to  b reak  th rough  the difficult times o f  change it should  n o t be neglec
ted tha t  there are co-operatives which have lost their  original goal. In our  
country ,  as a result of the policy to  p ro m o te  the econom ic  grow th ,  the 
ph ilosophy  of highest priority  is productiv ity ; and  econom ic ra t ionalism  has 
become predom inan t.  A nd also, because of  the po llu t ion  and  the  env iron 
m ental deg radation  and inflation, the  lives of  the farmers, f ishermen, w orkers  
and  general consum ers have been th rea tened . The fact tha t  we have observed a 
rem arkab le  grow th  and developm ent o f  the co-opera tive  insurance  m ove
m ent m eans th a t  there are m any  dangerous  aspects in o u r  life, an d  th a t  our  
social welfare is left behind. In o rder  to  rectify such econom ic  gaps, and  in 
o rder  to  restore a com fortab le  life to  o u r  m em bers ,  all the  co-operatives 
should  develop a dynam ic m ovem ent un d er  s trong solidarity.

T he  themes of  this C onference,  which are “The special role o f  the co
operative insurance society in develop ing  coun tr ies”; “ Long range p lanning  
by established insurance co -opera tives” ; “The social responsibilit ies o f  co
operative insurance societies” ; and  “Savings, investment and  in su rance” ; 
render  great significance un d er  such condit ions  and  at this time.

In  view of  the C o-opera tive  D eve lopm ent Decade, w hich was es tab 
lished by the I.C. A., I hope tha t  this C onference will play an  im p o r ta n t  role in 
establishing the strategy in rela tion  to  the role o f  the co-opera tive  insurance; 
desirable a t ti tudes of the insurance co-operative business in the m ids t of 
inflation; and, fu rthe rm ore ,  ways tha t  various insurance co-operatives could 
enhance solidarity, in te rnationa lly  an d  nationally .

H op in g  th a t  the friendship  an d  solidarity  between the Ja p a n e se  co
operative insurance and  o the r  co -opera tive  insurance societies represented  
here will be fu rthe r  s trengthened, I w ould  like to conclude my rem arks .

T h a n k  you  very m uch  for  listening.

C H A IR M A N : T h an k  you, M r. M iyaw aki for  y o u r  inspiring message which, I 
assure you, is very much apprec ia ted  by all of us here today.

A D D R E S S

C H A I R M A N : G entlem en, I now  invite Mr. Kuraishi,  the M inister  o f  A gri
culture and  Forestry ,  to say a few w ords  to  you.

M R . K U R A IS H I:  Mr. C h a irm an ,  M em bers  and  D elegates o f  the 
Conference, Ladies and  G entlem en.

It gives me deep  joy  an d  pleasure to  have this o p p o r tun i ty  to  ex tend  to 
you a few w ords of  co n g ra tu la t io n s  at the onset o f  the In te rn a t io n a l  
Conference of C o-opera tive  Insurers.

I unders tand  th a t  this C onference is the first to  be held in an  A sian  region, 
and  it gives us, w ho are concerned  in this field in Ja p a n ,  a g rea t h o n o u r  tha t  
the first meeting in Asia is being held in this country.

It  is my unders tand ing  th a t  exchange  of opinions on  various p roblem s 
and  issues on co-operative insurance is p lanned , with the par t ic ipa t ion  of
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m em bers  f rom  some 18 countries. 1 sincerely hope th a t  th ro u g h  active 
discussion we will be able to  s trengthen  in te rna tiona l  solidarity am o n g  co 
operative insurers and  th ro u g h  the discussions I hope  th a t  fu rthe r  deve lop
m ent o f  co-opera tive  insurance be achieved.

Ten years have already passed since the  host o rgan isa tion  of  this 
Conference, Z en kyo ren , ou r  N ational  Insu rance  F edera tion  of A gricu ltu ra l 
Co-operatives , becam e a M em ber  of  the  In te rna t iona l  C o-opera tive  
Insurance F edera tion .  D uring  these pas t 10 years insurance business carried 
out by agriculture co-operatives in o u r  co u n try  has achieved a great develop
m ent while ad a p t in g  to  various social and  econom ic  changes, and  has con 
tr ibu ted  immensely to the developm ent o f  ag r ic u h u re  in o u r  coun try  as well as 
to  the im provem ent o f  the status of  the farm ers. O f  course, this is due to  the 
great efforts m ade  by the people w ho are concerned  in agriculture co -o p e ra 
tives; but at  the same time this great ach ievem ent owes a great deal to  the 
w arm  su p p o r t  and  help from  all o f  you  w ho  are  a t tend ing  this C onference 
today, for w hich I would Hke to  th a n k  you  very much. 1 also w ould  like to 
solicit fu rthe r  co -opera tion  from you  in the fu ture .

In conclusion, I sincerely hope th a t  this Conference will end in great 
success and  th a t  the In te rna t ional  C o-opera tive  Insurance F edera t ion  will 
m ake even fu r the r  con tr ibu tions  to  the  deve lopm en t of co-operative insurance 
societies o f  the  world.

W ith  this I w ou ld  like to  end m y brief  speech.
T h a n k  you  very much.

C H A IR M A N ; T h a n k  you  very m uch  M r. K uraishi fo r  th a t  in teresting 
message and  for  those very encourag ing  w ords  an d  good wishes for the success 
of o u r  M eetings here to d ay  and  la ter  this week.

It is m ost  k ind  of you  to  have devoted  so m u c h  of your  valuable time to 
h o n o u r  o u r  C onference with  your  presence, a n d  we all fully apprec ia te  you 
being here to d ay  with us.

M r. Kuraishi,  Mr. M iyaw aki and  Mr. T ak izaw a ,  we know  how  busy you 
are and  th a t  un fo r tu n a te ly  you  m ust now  leave us to  a t tend  other  im p o r ta n t  
engagements.  Before you  leave, however, I m u s t  once aga in  th a n k  you  for 
giving us so m u c h  of  your  valuable time in welcom ing  us a t  our  C onference 
here th'is m orn ing .  T h a n k  you  very much.

O P E N IN G  O F  C O N F E R E N C E

C H A IR M A N : Ladies an d  G entlem en. Before dec laring  the C onference open 
I would  like to  refer to the sad news we h ea rd  earlier this year th a t  o u r  very 
good friend, M r.  H arry  Knighton, had  passed away suddenly only a  few 
m onths  before he was due to  retire. M ost o f  you  will rem em ber  H ar ry  as 
Secretary of  the  In te rna t iona l  Co-opera tive  Reinsurance  Bureau for  m any  
years and  recall his friendly m a n n e r  and  quiet h u m o u r  which endeared  him to 
us all.

Only a few weeks ago  we were sorry  to  learn, th a t  M r. Seved Apelqvist,  
ou r  fo rm er  V ice-C hairm an  for 21 years, before  he retired in 1969, h ad  also 
passed away. M any  of you  will rem em ber  Seved for his devotion  to  the co 
operative m o vem en t  and  to  the fu rthe rance  of  co-operative insurance in the 
developing countries.
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You will, G entlem en, agree with  me th a t  the dea th  of  bo th  H arry  
K n igh ton  a n d  Seved Apelqvist is a loss which we all feel, and I w ould  ask  you 
to  s tand  with me and  pay a sad and  silent tr ibu te  to  those bo th  s taunch  C o- 
opera to rs  a n d  good  friends.

T h a n k  you.
I now fo rm ally  declare the C onference open.

B U S IN E S S  S E S S I O N S

C H A I R M A N :  Before proceeding to  the m a tte rs  on  the A genda 1 will ask our  
A ssistant Secretary , Mr. Edwards, to  m ake  one or two announcem ents .

M R . E D W A R D S ;  Mr. C ha irm an ,  G entlem en. M y announcem en ts  are  few 
and simple. F irs tly , if you refer to  the  p lan  in y ou r  Conference Booklet you  
will see tha t  ad jo in ing  this C onference Hall there  is an  Exhib it ion  Hall. There 
you will find d isplayed insurance m ateria l,  film and  slides, con tr ibu ted  by 17 
of o u r  M e m b e r  Societies. G entlem en, it is well w orth  a  visit.

W hen  we a d jo u rn  for coffee, tea, etc., it will be served in the lobby  areas 
outside this C onference  Hall and  also ou ts ide  the Exhib it ion  Hall.

W hen  we a d jo u rn  for  lunch you will find th a t  there are six elevators, no t  
five as on  the p lan . These are available to  take  you  to  the sixth f loor  for  lunch 
in the M a tsu y a  Salon, K.ikuka-no-ma R o o m . Y ou can also use the stairs.

A t  the end  o f  each of  o u r  a f te rn o o n  sessions, buses will be available 10 
minutes after closing time to  take you  back  to  the  New O tan i Hotel.

Secondly , will those delegates w ho add ress  the Conference please 
consider  the in te rpre ters ,  w ho will have a very difficult jo b  to  do, particularly  
in view o f  the different English languages they will have to  translate . S o  do 
speak slowly an d  give the t rans la to rs  a chance to  do  the ir  job .  If  you  do  forget, 
ou r  C h a irm a n  m ay  in te rrup t you and  tell you  to  slow down.

Will those  speakers who are n o t  in troduced  by the C h a irm an  please 
announce  the ir  nam e and  organisa tion  before speaking on the subject u nder  
discussion. This will enable those of us w ho  d o  no t know  you to  do  so. Any 
delegates wishing to  ask  questions from  the  f loo r  o f  the hall will find th a t  there 
are travelling m ic rophones  which will be b ro u g h t  to  them  before they speak. 
Please wait un til  these m ic rophones  are b ro u g h t  to  you.

Finally, o u r  C onference will be repo r ted  daily  in the M ainichi new spaper  
from 9-13th and  in the evening paper, A sahi,  on  the  9th. Copies o f  these new s
papers will be given to  each delegate as they are  issued. T h an k  you.

C H A IR M A N : T h a n k  you  M r. Edwards.

1. Special characteristics o f  agricu ltu ra l  co-operative insurance in J a p a n

C H A IR M A N : It is with m uch  pleasure. G entlem en, tha t  I now call on  Mr. 
Y am anaka  to  p resen t his P ap e r  on “Special characteristics o f  ag r icu ltu ral co
operative insurance in J a p a n ” .

M R . Y A M A N A K A : T h a n k  you  very m u c h  for  you r  kind in troduc tion ,  Mr. 
Chairm an.

It is my grea t  h o n o u r  to  be the first one to  speak  from the Ja p an e se  side
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on the them e of  “Special characteris tics  o f  ag ricu ltu ral co-opera tive  insurance 
in J a p a n ” ,

As there will be very m eaningfu l and  excellent p resen ta tions f ro m  o ther  
distinguished delegates, I would  like to  take as little time as possible, so I will 
only give a general outline of  this theme.

The ag r icu ltu ral co-operative insu rance  business*in J a p a n  was b o rn  26 
years ago  in 1948 and  has developed rapidly  du r ing  the very brief p er iod  of 
time since its b irth , but it was only by struggling against and  overcom ing  
various pressures and  nu m e ro u s  hardsh ips  during  th a t  process of 
developm ent th a t  it becam e w hat it is today.

I shall describe the special characteris tics  of  J a p a n  ag r icu ltu ra l  co
operative insurance business f rom  now, but first 1 will say som eth ing  a b o u t  its 
early developm ent.

T he  first th ing  tha t  m ust  be recognised is the ex trem e difficulty, 
historically, with which an  insurance business, based on the o rgan isa t ion  of 
co-operative society, was established in J a p a n .  A long per iod  o f  tim e was 
necessary for the developm ent o f  thp agricu ltu ra l  co-operative insurance 
business as it exists today.

It was a ro u n d  1870 th a t  J a p a n  began  its m a rc h  dow n the  road  o f  social 
m odern isation ;  bu t  in o rder  to  renovate  w hat had  been a s tagnan t  society, and 
in order  to develop m odern  industry, huge a m o u n ts  of capital were necessary.

The  com m ercia l insurance business was b o rn  and  began  to  grow  rapidly 
during  the years from  ab o u t  1880 to  1900, bu t  w hat is significant is th a t  this 
business was n u r tu red  and  grew with the active pro tec tion  o f  the G o v ern m e n t  
as p a r t  o f  the basic strategy for  the accum ula t ion  o f  capital.

M oreover,  dur ing  ab o u t  a  ha lf  cen tury  following this initial per iod  of 
g rowth, the G o v ern m e n t’s policy was no t to  perm it the es tab l ishm ent o f  any 
insurance com panies  o ther  th a n  the 20 Life insurance an d  20 non-Life 
insurance com panies  which were set up  dur ing  the initial period. This was, in 
o ther  w ords ,  a strategy of  encou rag ing  capita l accum ula t ion  th ro u g h  the 
m o n o p o lisa t io n  of  the insurance m arke t  by a very small n u m b e r  of  private 
com panies .  O n  the o ther  han d ,  in response to  the rap id  capita lis t  deve lop
ment of the Japanese  econom y, the o rgan isa t ion  of a co-operative m ovem ent 
was p ro m o te d  f rom  ab o u t  1900. In particu lar,  as the  fa rm  househo ld  econom y 
was eroded  by waves of  recession, there was a rising criticism of  the high rates 
charged by com m ercia l insurers.

T here  were, a t  the same time, increasing d em ands  for  an  insu rance  system 
to  cover the  special risks of agricu ltu re  as well as dem ands  for  cap ita l a c c u m u 
lation to  suppor t  ag ricu ltu ra l deve lopm ent and  for  cap ita l investm ent in 
agriculture. Thus,  as the co -opera tive  m ovem ent ex p an d ed  in local ru ra l  
societies th ro u g h  such activities as the sale o f  agricu ltu ra l  p roduce ,  of 
fertilisers,  ag r icu ltural chemicals and  farm ing  equ ipm en t  an d  the jo in t  
util isa tion  of  agricu ltu ral facilities, there came a rising d e m a n d  from  a ro u n d  
the year 1920 for insurance opera tions  based on  the o rgan isa tion  o f  the co
operative societies. But because of  the  s trong  opposit ion  of  the com m ercia l 
insurance industry, and  the G o v ern m e n t’s policy o f  no t  recognising n o n 
com m ercia l  insurers, this d em an d  had  no t been m et by the tim e the S econd  
W orld  W a r  began.

A fter  W orld  W a r  II the dem ocra t isa t ion  of  J a p a n ’s econom y  an d  society 
was pushed  forw ard.  In  the course  of this t ran sfo rm at io n  the reahsa t ion  o f  an  
insurance business based on the o rgan isa tion  of  co-opera tive  societies, which 
had  been held in abeyance for so long, was ultim ately  m ade  possible with  the
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A gricu ltu ra l C o-opera tive Socie ty  Law which was enacted in 1947 as the legal 
basis.

C o-opera tive  insurance as it exists in J a p a n  today  orig ina ted  and  
developed in the peculiar h is torical an d  social conditions o f  its own. As a 
consequence it is distinctively different from  th a t  o f  o the r  countries ,  and  
therefore  in this p re se n ta t io n 'I  w ould  like to  refer to  som e o f  the m ajor  
character istics of the ag r icu ltu ral co-operative insurance business in Ja p a n .

The first one of  such character istics is th a t  the  ag r icu ltu ral co-opera tive  
insurance business has been developed as an  enterprise based on  the close 
re la t ionsh ip  between the ag r icu ltu ra l  co-operatives and  the co-operative 
m em bers  as well as under  t igh t solidarity  am o n g  co-opera tive  m em bers  
themselves. At present,  there are  m ore th a n  5,000,000 households,  m os t  of 
them  fa rm  households,  which are  m em bers  of  ag r icu ltu ral co-opera tives  and  
these are also participants ,  a t  the same time, in the agr icu ltu ral  co-opera tive  
insurance business for policyholders.

T he  rela tionship  between par t ic ipan ts  in the agricu ltu ra l  co-opera tive  
insu rance  p ro g ra m m e and  the agricu ltu ra l  co-operative o rgan isa t ion  is not 
simply a  c l ien t / in su rer  rela tionship . T h ro u g h  his util isa tion  of  the various 
businesses and  facilities o f  the  agr icu ltu ra l  co-operative, the co-operati-ve 
m em ber  has a close rela tionship  with the  agricu ltu ral co-operative. M oreover,  
each m em ber  has close ties with  o the r  members.

T he  ag r icuhu ra l  co-opera tive  insurance business has been developing on 
the basis o f  these local and  close rela tionships  of m u tua l  solidarity , an d  a t  the 
same time it serves to advance these close re la tionships. At the sam e time there 
are, in J a p a n ’s rural society, a large n u m b e r  o f  sem i-au tonom ous  bodies 
know n as “ham lets” .

O rd inar i ly  a “ham le t” is com posed  of  between 20 and  100 fa rm  h ouse
holds an d  the “h am le t” is the m os t  basic unit  of the ag r icu ltu ra l co-operative , 
function ing  as the lowest-level o rgan isa t ion  of  the agricultural co -ope ra t ive  
m ovem ent .  It is this feature of  ru ra l  society and  the ties between the ag r i
cu l tu ral  co-operative opera tions  and  co-operative m em bers ,  as well as the 
m u tua l  solidarity  am o n g  co-opera tive  m em bers ,  which prov ided  the basis 
up o n  which the agricu ltu ral co-opera tive  insurance business was able to 
develop rapid ly  with in  a very shor t  period of time. We can  see a typical 
exam ple  of  this developm ent in the following descrip tion  of  one feature o f  the 
agricu ltu ral co-operative insurance business.

T he  sales activity of the agricu ltu ra l  co-operative insurance business is 
entirely different f rom  the d o o r - to -d o o r  sales by com m ercia l  insurance 
com panies .

The ag ricu ltu ral co-opera tive  insurance business in J a p a n  has a  un ique  
sales m e th o d  which is kn o w n  as the  “organisa tion  of  sales” m ethod . 
A ccord ing  to  this m ethod , w hich is conduc ted  as p a r t  o f  the ag r icu ltu ra l  co 
operative m ovem ent,  bo th  those  w ho sell insurance and  those w ho  purchase  
policies as co-operative m em bers ,  are p a r t  o f  the same g roup  an d  the sales 
acitivity is carried ou t th rough  cam paigns  and  canvassing the entire village.

T he  day- to -day  rela tionships of  confidence between co-opera tive  
m em bers  an d  the agricultural co-operatives, centering a ro u n d  the various 
activities o f  the agricu ltural co-opera tive  m ovem ent ,  serve to  facilitate the 
sales o f  agricu ltu ra l  co-operative insurance.

T h ro u g h o u t  the coun try  there  are 5,200 agricu ltu ral co-operatives. 
Small-scale co-operatives have between 400 and  500 m em ber  households,  
whereas large-scale co-operatives have m ore  th a n  10,000. F o r  the benefit of
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co-operative m embers, ag r icu ltu ra l  co-operatives on  the  m unic ipa l  level 
conduc t insurance business, credit business, sales an d  processing agricu ltu ral 
products,  and  purchases of agricu ltu ra l chemicals, fertilisers an d  equipm ent.  
They also operate  stores, offer gu idance in p lann ing  for  fa rm  m anagem en t 
and  the livelihood of co-opera tive  m em bers, and  offer var ious  o ther  services 
related to  the lives of  co -opera tive  members. The co n d u c t  o f  the agricu ltu ral 
co-operative insurance business, as one am o n g  several enterprises  opera ted  by 
the ag r icuhu ra l  co-operatives, can  be singled ou t as the m ost  significant 
feature of  J a p a n ’s ag ricu ltu ral co-opera tive  insurance business, an d  one which 
makes J a p a n ’s ag r icu ltu ral co-opera tive  insurance business very unique.

The m ore effective the o the r  activities o f  the ag r icu ltu ra l  co-operatives 
are, and  the closer the various ties between the agr icu ltu ral  co-opera tive  and  
its m em bers, the better  the agricu ltu ra l  co-operative insurance business is able 
to  develop. Because the agricu ltu ra l  co-operative insurance business is based 
on  the agricultural co -opera tives’ general service facilities covering m embers, 
p ro d u c t io n  and  livelihood, their  w ork  of  collecting insurance p rem ium s is 
characteristically  in tegrated  in to  the over-all system. In o u r  country ,  where 
the credit system is no t  very highly developed, the jo b  o f  collecting insurance 
prem ium s involves a huge a m o u n t  o f  w ork  and  is extrem ely  com plicated .  T he 
com m ercial insurance com panies  collect p rem ium s, fo r  the  m ost part,  
th rough  d o o r - to -d o o r  visits by collectors; b u t  in the case of  ag r icu ltu ra l co
operative insurance, because each co-operative m em ber  has a n  individual sav
ings accoun t with the ag r icu ltu ral co-operative , the insurance p rem ium s p ay 
m ent is d raw n  directly from  his account.  M ore specifically, the  system is 
arranged  so tha t  the agricultural and  livestock produce  of  co-operative m em 
bers is sold collectively by the agricu ltu ral co-operatives, and  the  entire p r o 
ceeds from  those sales are au tom atica lly  deposited  in m em bers ’ co-operative 
accounts.  Meanwhile , the costs o f  ag r ic u h u ra l  p roduc t ion  supplies and  daily 
necessities, purchased  by m em bers  from  the  agricu ltu ra l  co-operatives, are 
deducted  from  these accounts.  In the same way, when the insurance p rem ium  
falls due, the a m o u n t  is au tom atica lly  deduc ted  from  the  m e m b e r ’s account. 
This m ethod  of  collecting prem ium s serves to  keep insurance policies in force 
continuously  over a long period of  time; greatly  reduces the n u m b e r  o f  lapses 
and  cancellations; and  is very effective in upg rad ing  the quality  o f  services to 
each of the co-operative members.

In the case of com m erc ia l  insurance firms the ir  sales agents  are no t  
t rea ted  as the firms’ employees. T he  system for  com pensa t ion  consists o f  a 
com m iss ion  for the sale o f  the policy, hence their  income depends  on  the  value 
of policies they are able to  sell.

However, in the ag r icu ltu ra l  co-operative insurance business in J a p a n  
there are no sales agents. M oreove r,  because the people w ork ing  exclusively 
for the insurance business are placed under  condit ions  identical to  those 
em ployees in the credit and  sales businesses, no  com m iss ion  system is used.

T he  th ird  character istic  fea ture  is tha t  the agr icu ltu ral  co-operative 
insurance business is m anaged  th ro u g h  a three-level system com posed  of  the 
ag ricu ltu ral co-operatives, the prefectura l insurance federa tions  of  agri
cu l tu ra l  co-operatives and  the na t iona l  insurance federa tion  of  ag r icu ltu ral 
co-operatives, Z enkyoren .

The  agricultural co-operatives are the un ita ry  societies a t  the so-called 
m unic ipa l level and  are the lowest-level units in the over-all o p e ra t io n  of 
various co-operative enterprises.

T he  prefectural insurance federa tions are  federations o f  ag r icu ltu ra l  co
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operatives established at the prefectural level with agricu ltu ra l  co-operatives 
as m embers, and  they exist only to conduct the insurance business. The 
prefectura l insurance federa tions were established for  the purpose of 
supplem enting  the insurance business activities o f  the ag r icu ltu ra l co
operatives by offering active d irec tion  and  support.  Z en ky o re n  is the national-  
level federa tion  with the prefec tura l insurance federa tions as its main 
members. The agricu ltu ra l co-opera tive  insurance business is m anaged  by the 
agricu ltu ral co-operatives, the prefectural insurance federa tions and  
Z enkyoren , each opera ting  as an  independent en terprise  with its own 
organisa tional functions, while the three levels function  toge ther  as a single 
insurance business group.

As m entioned  above  the n u m b e r  of  agricu ltu ra l co-opera tives  in the 
na t ion  is ab o u t  5,200 all over J a p a n .  The num ber  of  p refec tura l federations 
established as units in the respective prefectural an d  m e tro p o l i ta n  zones, 
to ta ls  47 in all, and  there is a single business o rganisa tion ,  th a t  is Z enkyoren , 
a t  the national level.

In principle the rela tionsh ips  am ong  the agricu ltu ra l  co-operatives, the 
prefectura l federations, and  Z en ky o re n  are arranged  so th a t  the agricultural 
co-operatives act like a  direct insurer,  the prefectural federa tions assum e the 
role of reinsurer  and Z en ky o re n  functions as retrocessionaire. In o ther  words, 
the system is arranged  so th a t  all o f  the original policies w ri tten  by the 
agricultural co-operatives are passed on to  the prefec tura l federations; from  
there all o f  the saving p o r t io n  of  long-term  insurance policies an d  a par t  of the 
risk po r t io n  of  shor t- te rm  insurance policies are reta ined by the prefectura l 
federa tion ,  while all o f  the risk p o r t io n  of long-term  insurance an d  m ost o f  the 
risk porUon of  shor t- te rm  insurance are retroceded to  Z en kyo ren .

While there m ay be d o u b ts  ab o u t  the cost efficiency as well as the 
capacity  for sm oo th  c o m m u n ic a t io n  and  unity  o f  m anageria l  d irec tion  of  this 
three-level m anageria l system, as contras ted  with the un i ta ry  m anagem en t 
system of  com m ercial insurance com panies ,  the present o rgan isa t ion  of  the 
agricu ltu ral co-operative insurance business, I believe, is the m os t  effective 
an d  most realistic o rgan isa t iona l  s tructure under  the  p resen t Japanese  
circurnstances. At the sam e tim e we exert every effort to  co -o rd ina te  the 
activities of the three levels. This is done  th rough  the better  co m m unica t ion  
and  th ro u g h  furthe r  ra t ionalisa t ion  of  the procedura l  activities, an d  we would  
certainly try o u r  best in the fu tu re  as well in o rder  to  enhance  efficiency.

F o r  exam ple , the p refec tura l federations assume responsib ili ty  for the 
saving po r t io n  of  policies: w hat this means is th a t  the prefec tura l federations 
have contro l o f  a large sum  of insurance funds. In order  to  actively utilise this 
accum ula ted  capital to increase ag r icu ltu ral productiv ity  an d  to  raise the rural 
s ta n d a rd  of living, it is preferable th a t  these funds should  be invested in direct 
response to the wishes of  the co-operative m embers and  in line with  actual 
local conditions,  ra ther  th a n  being concentra ted  a t  the na t iona l  level. 
T herefore  the m ajority  of insurance funds are invested th ro u g h  the prefectural 
federa tion ,  thus enabling full exp lo ita t ion  of the effectiveness o f  localised 
recycling funds. This m eans the  funds are actively used to  raise the 
p roductiv ity  of and  im prove the living s tandards  of  co -opera tive  m em bers.

Elsewhere, the usual practice is fo r  the r isk-assum ing agency  to  screen 
prospective contracts  and  settle claims. Thus these would ord inar i ly  be the 
functions of Z enkyoren . However, Z en kyo ren  w ould  face geograph ica l  diffi
culties in carrying out such functions. O n the o ther  han d ,  it w ou ld  be 
inefficient for the agricu ltu ra l co-operatives to  tra in  personnel with the
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necessary high degree of  specialised knowledge and  experience an d  expertise 
to  deal with the relatively low volum e of such w ork  a t  the m unic ipa l  level. 
Therefore  these functions are assigned to  the prefectural federations.

The m ost im p o r ta n t  func tion  of  Z en kyo ren  is th a t  o f  retrocession,  th a t  is 
reinsurance of  certain insurances, w ith  a  view to d is t r ibu t ing  the  risk. But 
Z en kyo ren  also has the im p o r ta n t  function  of  developing new insurance 
policies and  im proving  and  supervis ing the ovef-all o p e ra t io n a l  m e thods  and  
system of  the agricu ltu ral co-opera tive  insurance business.

In term s o f  processing office w ork , the agricultural co-operatives  handle 
w ork  deriving from  their  re la t ionsh ip  with the policyholders. T he  prefec tura l 
federa tions act as in term ediaries between the ag r icu ltu ral co-opera tives  and  
Z en ky o re n  to  handle record  keeping  and  liaison as well as the  screening of  
policies, paym ents  o f  refunds on  m a tu r i ty  and  claim ad ju s tm en ts  and  so 
forth .  O n  the o ther  hand , Z en ky o re n  has established a co m p u te r  centre for 
cen tra l processing of 30,000,000 policies, including billing, com piling  
policies, and  p reparing  o the r  d ocum en ta t ion .  Thus  Z en ky o re n  is striving to  
cut opera ting  costs by p ro m o t in g  centralisat ion  o f  the ag r icu ltu ra l  co 
operative insurance business.

T he  fou r th  special character is tic  is the following: T he  activities o f  the 
agricu ltu ral co-operative insurance business are  dist inguished f ro m  those of 
the com m ercia l firms in th a t  the agricu ltu ral co-operative insu rance  business 
is the single insurance enterprise to opera te  bo th  Life and  non-Life insurance 
businesses.

T he  agricu ltu ral co -opera tive  insurance o rgan isa tion  which issues bo th  
Life an d  non-Life policies such as endow m en t  life, p roper ty ,  au to m o b ile  and  
personal  accident insurance, differs from  the dual-en terprise  insurers in 
J a p a n ’s com m ercia l in surance industry  or overseas w hich offer b o th  Life and  
non-Life insurance th ro u g h  system ization  or  g roup  operations.

T he  insurance industry  in J a p a n  is extremely  com peti tive , an d  in order  to  
succeed against such severe com peti t ion  it has been necessary for  the  agri- 
culftiral co-operative insurance business to  open the w ay to  orig inal business 
activities which the com m ercia l firms have no t under taken .  T h u s  the agri
cu l tu ral  co-operative insurance business has d is t inguished itself from  
com m ercia l firms in overcom ing  m any  obstacles to  deve lop new  form s of 
coverage and  policies and  original applica tions for  ac cum ula ted  funds in 
investm ent and  in welfare activities.

A t present various types of  insurance of  various k inds are  offered; bu t  in 
add i t ion  to  the ones tha t  we have a t  present,  we are s tudying the  possibility of 
developing F a rm  H ouseho ld  C om prehensive  Insurance; Variab le  A nnuity ; 
A gricu ltu ra l Co-opera tive  Socie ty M anagem en t  Insurance; etc.

T h e  C om pu lso ry  A u tom ob ile  Liability Insurance, as well as the C o 
opera tive-ow ned Building Fire Insu rance  and  the R e insurance  on  Fire 
Insurance  and  All Risks Insurance  opera ted  by the A gricu ltu ra l  Insu rance  
Bodies, are special in their characteristics,  and  they m ay need som e ex p lan a 
t ion  o f  these characteristics.

As to  the Building E n d o w m en t  Insurance,  this is a fo rm  of  insurance 
developed by o u r  coun try ’s agricu ltu ra l  co-operative insurance business. The 
claim is paid  un d er  this insurance if a  p roper ty  insured is dam ag e d  by fire or 
na tu ra l  d isaster and  paym en t is also m ade  a t  maturity . The te rm  o f  insurance 
m ay be selected, accord ing  to  the durab il i ty  o f  the p roperty ,  f ro m  five years to 
30 years in five-year units. W h a t  led to  the opera t ion  an d  c rea tion  of  this 
original type of  policy was the  fact th a t  because farm s in J a p a n  are n o t  densely

20



concen tra ted ,  and  hence subject to  little risk of  dam age th ro u g h  tire exposure ,  
there was a s trong  tendency  a m o n g  farmers to  feel tha t  p rem ium s on o rd inary  
fire insurance were a waste of  m oney, whilst a t the same time there was a need 
fo r  the agricu ltu ra l co-opera tive  insurance business to  accum ula te  insurance 
funds. U nder the policy, co-opera tive  m em bers  can  save capita l for 
rem odelling  or new cons truc tion  o f  buildings. The degree to  which this unique 
type of  policy suited the needs of co-'operative m em bers  is d em o n s tra te d  by its 
populari ty ; at  present, as o f  M a rc h  31 st, 1974, the n u m b e r  of  policies in force 
for  E n d o w m en t Life Insurance,  w hich involves the largest vo lum e of  business, 
is 12,165,000, and  the to ta l  value o f  insurance in force is 16,273,000,000,000 
yen; co m pared  with this the n u m b e r  of  policies in force for  Building 
E n d o w m en t  Insurance is 7,351,000 an d  the to ta l value o f  insu rance  in force is
6.713.000.000.000 yen.

T he  recent rapid  increase in m o to r isa t ion  of  ru ra l  a reas  has  b rough t 
a b o u t  a sharp  increase in the n u m b e r  of  traffic accidents. T he  agr icu ltu ral  co
operatives offer m em bers  b o th  vo lun ta ry  A u tom ob ile  Insurance  and  
C o m p u lso ry  A utom obile  Liability Insurance as m a n d a te d  by Law. The 
n u m b e r  of policies curren tly  in force for bo th  types of  insu rance  is som eth ing  
like 6,595,000.

U nder  the C o m p en sa t io n  Agains t Agricultura l Loss Law, a com pulso ry  
insurance,  consisting m ain ly  of  c rop  and  Hvestock insurance, is underw ri t ten  
by the A gricultura l Insurance Bodies. These groups also write, on  a vo lun ta ry  
basis. F ire Insurance as well as All Risks Insurance. This F ire In su rance  is a 
p ro tec tion  against loss due  to  fire only, and  in the case of  All R isks Insurance 
this is a  p ro tec tion  against loss due to  fire and  na tu ra l  disasters,  except ea r th 
quakes  and  volcanic e ruptions.  Z en kyo ren  provides re insu rance  for  these 
v o lun ta ry  insurances as d irec ted  by the nat ional  governm ent.  I believe this 
type o f  reinsurance a r rangem en t  is a n o th e r  un ique feature of  the ag r icu ltu ral 
co-opera tive  insurance business.

N ext,  I w ould  like to  say a few w ords on  the co-opera tive  activities on 
welfare.

A ro u n d  the year 1948, w hen  the agricu ltu ral co -opera tive  insurance 
business was s tarted, J a p a n ’s ag r icu ltu re  and  farm s were in a state o f  ru in  and  
devas ta t ion  th ro u g h  the effect o f  the  Second W orld  W ar,  a n d  agr icu ltural  
p roductiv ity  was at the po in t  o f  nil. Hence, there was a s t rong  desire for  the 
rap id  res to ra tion  of J a p a n ’s a g r ic u h u ra l  industry  and  farms, bu t  there was an  
acute shortage of  capital to  achieve such asp ira t ion  and  desire.

F ro m  the time the ag r icu ltu ra l  co-operative insurance business was 
fo u n d ed  its goal was to am ass,  th ro u g h  insurance contracts ,  long-te rm  stable 
cap ita l funds which could be used to  p ro m o te  agr icu ltu ral p ro d u c t io n  and  
raise the  living s tandard  o f  co -opera tive  m embers, as well as to  p ro m o te  the 
deve lopm ent of J a p a n ’s rura l  society. At present, rough ly  50% of  the
2.316.900.000.000 yen in insu rance  funds which have been ac cum ula ted  is 
being used for these goals. T herefore ,  it can  be said th a t  the initial ta rge t of 
agricu ltu ra l  co-operative insurance has been, to  some ex ten t,  achieved.

A special note must be m ade  o f  the use which has been m ade  o f  these 
funds in welfare activities fo r  co -opera tive  m em bers  th ro u g h  loss-prevention 
and  safety measures , and  fo llow -up  for  the so-called af ter-care services after 
accidents.

T h e  chief welfare activities o f  the  agricu ltu ral co-opera tive  insurance 
business are as follows:

(a) O p era t io n  of  mobile clinics an d  es tabhshm ent o f  hea lth  con tro l
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centres in the villages.
(b) F arm house  arch itec tura l  design and  consu lta t ion  activities for  farm  

housing.
(c) Establishm ent o f  scholarsh ip  funds and  dorm ito r ies  for  ch ild ren  of 

co-operative members.
(d) D river  qualif ica tion  medical exam ina tions  for co-opera tive  

mem bers; vehicle inspection, post-traffic accident consu lta t ion ,  care 
for children o rphaned  th ro u g h  traffic accidents.

(e) C ons truc tion  of rest houses; hot spring areas; and recreation  facilities 
for  co-operative members.

(f) C ons truc tion  of rehab il i ta t ion  facilities in various par ts  o f  J a p a n .
A m o n g  these services the rehab il i ta t ion  facilities were established in 1973

for the purpose of trea ting  victims of  traffic and  o ther  accidents an d  train ing 
such victims to rehabilita te themselves to  n o rm a l  life. In o u r  co u n try  we have 
very few such facihties. This. I believe, is an  epoch -m ak ing  deve lopm ent bo th  
in term s o f  its concept and  scope and  in the prom ise it holds for  the fu ture  of 
the co-operative m ovem ent which has com e this far.

W elfare services such as these have com e to occupy a m a jo r  role am o n g  
the activities o f  the ag r icu ltu ra l co-operative insurance business, a n d  it is 
likely th a t  they will becom e increasingly p rom inen t an d  im p o r ta n t  in the 
future.

T he  m ost significant special characteristic  o f  J a p a n ’s ag r icu ltu ra l  co
operative insurance was the subject given to  me and  I have tried to  po in t  out 
some salient aspects, but before closing this p resen ta t ion  it is necessary to 
touch  u p o n  the d ram a tic  difference between J a p a n ’s ag r icu ltu ra l  co-opera -  
tive insurance business and  the co-operative insurance opera t ions  overseas 
with respect to overseas reinsurance undertak ings.

A t present Z en ky o re n  is unable,  u nder  existing legal statutes, to  engage 
in d irect reinsurance t ransac t ions  with  foreign insurance com panies .  It has 
been m entioned , in my p resenta t ion ,  the agricultural co-opera tive  insurance 
business operates under  the A gricu ltura l Co-opera tive  Socie ty L aw  an d  not 
under  the  Insurance Business Law. W e are  no t  subjected to  the s tipu la tions of 
the Insu rance  Business Law. T herefore  it is under  the ju r isd ic t ion  o f  the 
M inistry of Agriculture and  Forestry , no t  the M inistry  of  F inance. In this 
s ituation ,  Z en kyo ren  is not perm itted  to  receive foreign exchange as w ou ld  be 
necessary to  conduc t reinsurance opera tions  with foreign insurance firms. 
Therefore  Z en kyo ren  conduc ts  foreign reinsurance opera t ions  as c o m m e r 
cial insurances th ro u g h  the  K y o e i M u tu a l Fire a n d  M arine Insurance  
C om pany, set up by the p re-w ar co-operative m ovem ent w hich, in 1942, 
pu rchased  two existing m arine  an d  fire insurance com panies  to  fo rm  K yoei 
M u tu a l Fire a n d  M arine Insurance C om pany.

In the  fu ture , one question  and  p rob lem  which we shall have to consider ,  is 
how to  open  the way for direct reinsurance of overseas co -opera tive  insurance 
com pan ies  by Z enkyoren . 1 believe this is the ta sk  th a t  we have to  tackle within 
the future.

T h a n k  you for your  k ind  a t ten tion .

C H A I R M A N : T h a n k  you very m uch  M r. Y a m a n a k a  for th a t  im p o r ta n t  and  
interesting com m unication .

I a m  sure th a t  all our delegates have learned a lot a b o u t  the ag r icu ltu ral 
co-operative insurance in J a p a n ,  and  I sincerely th ink  th a t  Z e n k y o re n ’s story 
is a fasc inating  one. I would  say th a t  Z e n k y o re n ’s success is an  inspiring
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exam ple  for all those w ho are in terested in p rom otion  th ro u g h  co-opera tion .
Gentlemen, 1 am  sure th a t  if any delegates w an t to put a ques tion  to  Mr. 

Y am anaka ,  he would be very pleased to  answer any of y ou r  questions.

M R . G U L D B E R G ; Mr. C ha irm an .  I was most fascinated by the lecture and  
fo rtuna te ly  1 have been able to  read the P aper  beforehand . 1 th ink  th a t  the 
story of  Z en kyo ren  is so valuable  and  so interesting tha t  it does not m a t te r  tha t  
you go th ro u g h  it twice.

T here  are, however, tw o questions which I would like to  ask.
In the P aper  which was circulated  it says th a t  in ru ra l  areas the  agri

cu l tu ra l  co-operatives have ex tended  their  activities to  serve the needs o f  n o n 
fa rm ing  households  as well as fa rm  households; and  tha t  where this  is the case 
fa rm  households  are trea ted  as regular members and  househo lds  w ith in  the 
area, which are not engaged in fa rm ing  are treated  as associate  m em bers .  The 
percentage of associate m em bers  is a b o u t  10% on average, b u t  in areas where 
u rban isa t ion  is extreme as m any  as half  o f  the m em bers  are associate 
m em bers .  But then  it says th a t  only regular  m em bers  have the right to  vote in 
general meetings and  to elect an d  be elected as Directors.  Is th a t  really in 
accordance  with our  co-opera tive  principle, th a t  you have tw o sources of 
m em bers ,  you have regular m em bers  an d  non-regular  m em bers?  T h a t  was my 
first question.

M y next ques tion  concerns the s ta tem ent in the P aper ,  th a t  a t  present 
insurance funds are being used for  fa rm -land  im provem ent; the acquisi t ion  of 
fa rm  lands; the cons truc tion  of  jo in t  w ork  centres; etc.

M y question  is: Is it al lowed, in accordance with Ja p a n e se  law, th a t  an  
insurance com pany  can acquire  fa rm  land? A nd  if so w hat does it do  w ith  this 
fa rm  land? Are you  becom ing  farm ers  yourselves, o r  how  is it? Because I 
believe in other countries the  co-opera tive  insurance com pan ies  do  not deal 
with fa rm ing  themselves. T hey  m ight give loans to  farm ers; give loans to 
m em bers  to p rom ote  their activities, b u t  the co-operative insurance co m p an y  
itself would  not tu rn  to farming.

T hose  are my two questions.

M R . Y A M A N A K A : I will answer the second question  first. This was related 
to  the acquisi tion  o f  farm land. A ccord ing  to the law we are  al low ed to  acquire 
farm  land, but there are som e provisos a t tached  to  the acquisition. We have to 
establish and  identify the purpose  of  acquir ing  fa rm  land a n d  m ust ob ta in  
ap p ro v a l  from the M inistry of  F o res try  and  Agriculture, in advance  o f  the 
purchase  of the fa rm  land. So  the pu rp o se  of acquir ing  fa rm  land m ust  be for 
som eth ing  like es tablishing facilities for  our  co-operative m em bers ,  o r  to 
cons truc t  some facilities th a t  are conducive to  the activities an d  lives of 
m em bers  of the co-operative and  the people living in th a t  pa r t icu la r  area.

R egard ing  the first ques tion  a b o u t  the difference between the regular 
m em bers  and  associate m em bers .  T he  regular m em bers  are  those w ho  are 
farm ers, practising farming; so those people who are non-fa rm ers  m ay  wish to 
utilise the facilities o f  the co-opera tive  and with in  the lim ita t ion  of  the 
regula tions we trea t  such people, w ho are non-farm ers  w ho  w ould  like to 
m ake  use of  the facilities o f  the ag ricu ltu ral co-operative , as associate 
m em bers .  So far as the function  of  m a n agem en t  is concerned  it is in the hands 
of the regular members. Associate  m em bers  are no t able to  par t ic ipa te  in the 
election of the officers or in tak ing  decisions for changing the  rules o f  the  co
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operative. In o ther  words, they do  not have any right to  vote in such decision 
making. T ha t  is the difference between the two types of  m embers.

M R . M A N S O O R : Mr. C h a irm an .  The P aper  was fascinating. I m ust say 
there are m any possible questions, bu t  basically I have two.

Firstly, we ta lked of com peti t ion  between private com pan ies  being very 
keen in Ja p a n .  Is there any com peti t ion  between private  com pan ie s  and  the 
co-operative insurers in J a p a n  in the business in w hich they are  tackling, and  if 
so is there any par t icu lar  advan tage  which they have, save from  the p rem ium  
or benefit rates?

Secondly, in regard  to  the Building E ndow m en t  Insu rance  how  do  you 
tackle, over here, the p rob lem  of long-term inflation in regard  to  the cost of 
the building; if it goes up do  you  increase the benefits; do  you  increase the 
prem ium s etc?

M R . Y A M A N A K A : The first ques tion  referred to  the com peti t ion .  1 believe I 
touched  up o n  the po in t  tha t  there is very severe com petion  in  Life insurance 
between the co-operative insurance and  the com panies  w hich  opera te  on  a 
com m ercia l basis; and  this is rela ted  to  the am o u n t  o f  p rem ium . Also we have 
a lot o f  com peti t ion  in te rm s of  creative policies, new o r  un ique  policies th a t  
you  m ay provide to the client o r  customer.

In order  to  cope with the s i tua tion  the co-operatives are  try ing  to  p roduce 
as low prem ium  as possible. This is one way tha t  we have o f  overcom ing  the 
com peti tion .

The second question  was rela ted  to the Building E n d o w m e n t  Insurance 
an d  its rela tionship  to  the in f la t ionary  tendency. T here  was a  ques tion  tha t  
infla tion  m ay overshadow  the benefit o f  the Building E n d o w m e n t  Insurance. 
As you  know, similar p rob lem s can  be found  with Life insurance,  which is 
really a long-term insurance. As was said the in fla tionary  tendency  is likely to  
overshadow  the benefit o f  the Building E ndow m en t Insurance ,  so w ha t we try 
to  do  is to raise the price of  bu ild ing  to  the level equivalen t to  the m arke t 
prices.

Also, you mix this with the shor t- te rm  Building E n d o w m en t  Insurance 
with som ething like ten times the guaran tee .  In o ther  w ords you  m ix  long
term  and  short- term  benefits, and  with this mix we try  to  overcom e the p ro b 
lem of inflation.

P aym en t o r  refund, in the case of Building E n d o w m en t  Insurance ,  has 
been increased in the pas t by try ing  to lower the a m o u n t  o f  p rem iu m  in net 
term s, so tha t  this can be considered as som ething like a buffer to  the infla
t iona ry  tendency.

M R . P A R R Y : First, I w ould  cong ra tu la te  the speaker on his address, and  also 
the C o m p an y  on  its p h enom ena l  progress over the last 25 years. I am  
intrigued, however, by the fact tha t  it w ould  ap p e ar  tha t  each m e m b er  of an  
agricultural co-operative has a private  accoun t with them, into w hich is passed 
certain dues for the sales o f  agricu ltu ra l  p roduce  and  livestock; an d  also 
deducted  from  tha t  accoun t are any  insurance p rem ium  dues tha t  are  owing to 
the com pany.

N ow  in aggregate this credit balance, I would  imagine, a m o u n ts  to  quite a 
sum, bu t  there is no  m en tion  here o f  w hether  or not interest is paid  on  the 
balances. So the ques tion  is, Mr. C h a irm an ,  do  they pay interest on  the
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balances o f  these private accounts ,  and  if so is it a t the com m ercia l rate, o r  is it 
a t an  enhanced rate o r  is it below  the com m ercia l rate?

M R . Y A M A N A K A ; The dues ob ta ined  from  the  proceeds of  sales are 
au tom atically  put in to  the private accoun t o f  the agricu ltu ra l  co-operative 
mem ber, and  when the time com es for the insurance p rem ium  to be paid, then 
au tom atica lly  the p rem iu m  is deduc ted  from  this private account.

As to  the ques tion  raised ab o u t  the interest, until the tim e tha t  the 
insurance prem ium  is paid  interest will be paid. T he interest rates for  the time- 
deposit and  cheque-deposit  are decided on a nat ional basis in J a p a n .  The agri
cultural co-operatives provide interest at the rate of  7.85% per a n n u m  for one 
year time-deposit; an d  for the o rd inary  deposit,  tha t  is, the saving accoun t or 
cheque account, it is 3.25% per  annum . The com m ercia l banks ,  by 
com parison , give the interest ra te  for one year tim e-deposit  a t  the rate  of 
7.75% per an num , and  for the chequing  accoun t  and  saving accoun t  3%. So as 
you can see o u r  interest rates are  h igher th a n  the com m ercia l b an k s  by 0 . 1% 
for the one year time-deposit ,  an d  for the chequing accoun t  an d  saving 
account 0.25%.

2. The role o f  a co-operative insurance society in develop ing  countries

C H A I R M A N ; We now  com e to  the next item, which should  have been 
presented by M i. Klas Back. U nfor tuna te ly ,  he is unable to  be present with us 
today  as he had  to go in to  hosp ita l a t  the end of  Sep tem ber  for  an  opera tion .  
The news received to d ay  is good. We know  tha t  the o p era t ion  he had  to 
undergo  was successful an d  he will soon  be leaving the hospital.  I shall ask  our  
Swedish friends to  convey to  Klas Back the best wishes o f  this Conference.

Mr. K nu t Lindberg, has stepped  in to  present the P ap e r  on “The role o f  a 
co-operative insurance society in developing countries ,” an d  I now  call h im  to 
the rostrum .

M R . L IN D B E R G : Mr. C h a irm an ,  D ea r  C o-opera tors .  A t m idn igh t I 
received a telex message, the w ord ing  of  which I am  sure all o f  you  will ap p re 
ciate; it said: “ Klas Back m uch  better. He will leave the hospital nex t week.”

As this P aper  was p repared  by Mr. Back I th ink  it w ould  be u n fa ir  to  the 
au th o r  to try to  in terpret his P ap er  with words o ther  than  his own. Therefo re  I 
hope you will excuse me if I present the P ap e r  with ra the r  small a l tera t ions 
simply by referring to som e p a ra g ra p h s  and  by deleting some par ts  o f  the 
wording.

i will, however, strictly follow the original outline o f  the P aper ,  so those 
of  you  who prefer to  follow me by having the P ap er  in your  hand  will, I hope, 
have no difficulties in following me.

The P aper  begins with a reference to  a coun try  in which the co-opera tive  
m ovem ent recently asked for  in te rna tiona l  aid for  s ta rt ing  a co-opera tive  
society. In th a t  coun try  a  na t ional  insurance com pany  already  exists, and  
therefore it would  stop if there was a need for a co-operative society.

Insu rance  receives to d ay  increased a t ten t ion  in several countries  an d  has 
played an  im p o r ta n t  role in the na t iona l  economy. But this a t te n t io n  is 
directed m ore to  the S ta te  o r  private ly-contro lled  com panies  th a n  to  co
operative insurers.
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In this P a p e r  an  a t tem p t  is m ade to  give an  accoun t o f  the recent 
discussions a b o u t  insurance with in  the United N ations family; to  discuss the 
role and  some prob lem s of co-operatives in general in developing countries; 
and finally to  give some though ts  as to  w hat can  be accom plished by co
operative insurance in the developm ent process.

The U nited N ations General Assembly has  a d o p ted  a D ec lara t ion  and  a 
P rog ram m e o f  A ction  on  the E stab lishm ent o f  a New In terna t ional  Order.  
This was looked  u p o n  by the developing countries  as an  im por tan t  ind ication  
tha t  United N ations  m em ber  S tates su p p o r t  a  m ore equal d is t r ibu t ion  of  the 
w orld’s resources.

The P ro g ra m m e  of  A ction, which perhaps  is the most im por tan t  o f  the 
two docum ents ,  covers a great num ber  of  fu n dam en ta l  prob lem s an d  states, 
inter alia: “All efforts should be m ade to  minimise the cost o f  insurance and  
reinsurance for  developing countries an d  to  assist the grow th  of  dom estic  
insurance and  re insurance m arkets  in deve loping countries,  and  the es tab 
lishment to  this end where approp r ia te ,  o f  inst itu tions in these countries o r  at  
the regional level.”

In fact, in its con ten ts  the w ord ing  of  this p a rag rap h  m uch  resembles 
what has been discussed by U N C T A D . Since its es tablishm ent in 1964 
U N C T A D  and  its D ivision for Invisibles — the Insurance Branch — has been 
an ir .iportant fo ru m  for considera t ion  of  insurance in the developing 
countries. The conclusions which can be d raw n  from  various U N C T A D  d o cu 
ments discussing the establishm ent of a n a t ional  insurance industry  are  briefly 
as follows:-

1. Insurance plays an  im p o r ta n t  role in the process of  econom ic 
developm ent by providing econom ic  security  as well as contr ibu ting  
to econom ic  g row th  and social deve lopm ent by mobilising funds 
which are channelled  into p roductive  na t ional  investments.

2. Insurance opera tions  do not require a high initial capital investment,  
and the funds can be used for p roductive  investm ent in o ther  fields.

3. A developing co u n try  can save foreign exchange by setting up a 
national insurance industry. The fore ign exchange prob lem  is so 
acute th a t  not even the smallest available  out-flow of foreign 
exchange can be tolerated.

4. A sound  underw ri ting  could be m ore  successfully achieved by a 
nat ional industry  based on local cond it ions  and  local s tructure  of 
risks.

T oday  the insurance m arke t  in m a n y  developing countries consists o f  a 
num ber  of  local agents  o f  foreign insurance com pan ies  and  some b rokers  for 
in te rnational insurance business.

It is now  obvious tha t  governm ents  will no t  allow the insurance industry  
to continue on the same basis. The developing countries  have extremely  varied 
politics and  are regulated  by widely differing econom ic  philosophies. Their  
measures will thus  differ correspondingly  f rom  in troducing  na t ional isa t ion  
and d em and ing  local incorpora t ions  to  le tting the free enterprise system 
continue. W ha t  a re  the chances then  th a t  the governm ents  will look  to  co
operative insurance as an  alternative?

Let us, fo r  a while, look a t  the co-opera tive  m ovem ent in general and  
consider w hat can  be its possible role in the co n tex t  o f  econom ic an d  social 
development.

T he  governm ents  are faced with the  p ro b lem  of  bo th  achieving rapid

26



economic deve lopm ent and  of  ensuring  equ itab le  d is tribu tion  of the fruits of 
development. In m any countries they have com e to  the conclusion th a t  it is 
most possible to  achieve the econom ic and  social developm ent of their  peoples 
th rough  the ins trum ent o f  co-operatives. F ro m  subsistence agricu ltu ra l and  
insignificant industria l  em ploym ent rap id  a l l- round  econom ic deve lopm ent 
ha^ to  come. We believe this objective ca n n o t  be achieved unless the forces of 
developm ent in the com m unity  are b o th  s trong  an d  dem ocratic .  If these essen
tial conditions are present and  are given reasonable  assistance from the S ta te  a 
co-operative sector can be established in the  economy. F o rm s o f  social 
o rganisa tion  have to provide f reedom  and  equality  on the one h an d  and  
industry and  skill on the other. It is here th a t  co-operatives, in co n tra s t  to 
S tate and  capitalistic enterprises, can  play a m os t  im por tan t  role.

But there are m any obstacles in the way. In his Paper ,  “C o-opera tive  
M ovem ent in S o u th -E a s t  Asia — Obstacles to  D eve lopm ent,” M r. A hm ed  
outlined the following; —

(1) The social, political and  adm in is tra t ive  environm ent.
(2) The pover ty  of  the people an d  par t icu la r ly  the tillers o f  the soil.
(3) The p ro b lem  of finding good  leadership.
(4) The shor tage of tra ined and  capable  m anageria l personnel.
(5) The official con tro l  over the m ovem ent.
T he  obstacles to econom ic expans ion  are so great th a t  only a concerted  

effort can  hope  to  overcom e them. While such an  effort only can be m ade  and  
directed th ro u g h  governm ent,  its investm ent an d  interventions m ay yield 
d isappoin ting  resuUs if no t  m atched  by a m easure  of  unders tand ing  and  
positive co l labo ra t ion  f rom  the people themselves.

T he  struggle for  a successful b re a k th ro u g h  has been hard .  It is only  since 
a few years back  well-functioning co-opera tive  organisations s ta r ted  to 
emerge in som e countries.  The past per fo rm ance  of  co-operatives in several 
developing countries  has, on  the whole, not been  very impressive.

T he basic a s u m p tio n  for the Insurance D eve lopm ent B ureau’s policy in 
the technical assistance w ork  has been th a t  co-opera tive  insurance opera tions  
are only possible when a well-functioning co-opera tive  m ovem ent a n d / o r  
trade un ion  m ovem ent exist in a country .  T hey  will provide the necessary 
o rganisa tional base and  also generate the econom ic  needs tha t  will fo rm  the 
insurable risks. This ap p ro a ch  is in ana logy  with  the  developm ent o f  co -o p e ra 
tive insurance in the western world. T h o u g h  it is a practical ap p ro a ch  it m ay 
lead to  co-opera tive  insurance no t being given due considera t ion  in the 
national econom ic  p lanning process in the developing countries,  an d  tha t 
S tate  and  / or private insurance o rganisa tions com pletely  dom ina te  the m arke t  
in the future.

Is there possibly a different app roach?
C o-opera tive  insurance is a system which can provide efficient services 

and at the sam e time can lead to cap ita l fo rm a tio n  within the co-opera tive  
m ovement. The technical and  o ther  reserves a long  with the surpluses will, in 
the long run, build  up an  im p o r ta n t  capita l source. The M alaysian C o-opera
tive Insurance S o c ie ty  is an  ou ts tan d in g  exam ple  in this respect.  M C IS  has 
not only served as an  im petus to  the em ergence of  the M alaysian  co-operative 
conglom erate , b u t  has also provided m uch  of  the  capital required.

A n o th e r  str ik ing e x a m ^ e  of a successful achievem ent is tha t  o f  the co
operative insurance society in S ingapore ,  the N T U C  Incom e, which is no t  so 
far a  m em ber  of  this Federa tion .  The L a b o u r  m ovem ent in S ingapore  has
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resolved to  em b ark  u p o n  a n u m b e r  of  co-operative ventures. The strategy for 
the L ab o u r  m ovem ent’s co-opera tive  developm ent in order  o f  p r io ri ty  is as 
follows: —

1. Life Insurance Co-opera tive .
2. C onsum ers’ Co-opera tive .
3. H ousing  Co-operative.
4. P roducers’ Co-operative.
5. A C o-opera tive  Bank.
There were several reasons fo r  suggesting a Life Insurance C o-opera tive  

as the first priority. O ne of  them  was, as Mr. Sh im pi has stated — Mr. Shim pi 
is the General M anage r  o f  the N T U C  In co m e  — that: “A successful W orke rs ’ 
Co-operative Life Insurance Society would  generate  investible reserves w hich 
could be utilised to  finance o ther  viable co-operative insurance enterprises 
with a  view of provid ing  a variety of  services and  benefits for  the w ork ing  
p opu la t ion .”

The N T U C  Incom e  society has been in opera t ion  for  a lm os t  fou r  years. 
The investible funds are sizable and  a housing  deve lopm ent p ro g ra m m e is on  
its way. T ogether  with N T U C  an d  affiliated trade un ions  In co m e  raised the 
initial capital required to  s ta rt  W elcom e  — a co-opera tive  superm arket .  Mr. 
Sh im pi said: “The investible funds will, in 1975, be Sing. $10 m illion and  by 
1980 ab o u t  Sing. $40 million. This should  a llow the es tab l ishm ent o f  some 
P roducer’s Co-operatives  and  ultim ately  a W orkers  B ank .”

It should also be m en tioned  th a t  by provid ing  the right insurance a t  a 
reasonable  cost the co-operative insurance society is helping to  stabilise the 
co-operative m ovem ent by reducing the risks of  a co-operative failing because 
of, for  exam ple ,  the bu rn ing  of  a  co-opera tive  warehouse.

A n  im p o r ta n t  fac tor  expla in ing  the success of  bo th  In co m e  an d  M C IS  is, 
of course, th a t  of good  and  dynam ic  leadership. One wonders  if there are any 
other  im p o r ta n t  factors which we could  take into account.

W ith  the m odern isa tion  of  the econom y and  rap id  g row th  o f  com m erce 
and  industry, the u rb an  a reas  also need co-operatives to  am eliora te  the cond i
tions of  the lower incom e groups.  Both  in M alaysia an d  S ingapore  the 
em phasis has been on the p ro m o t io n  of  u rb a n  co-operatives.

The scope and  ex ten t o f  social insurance in a  developing co u n try  is rela
tively limited. The w ork ing  p o p u la t io n  with low income do  n o t  enjoy Life 
insurance or  similar coverages. In the M C IS  and  In co m e  cases it has been 
possible to  bet ter  meet their  needs. A lready  when p lann ing  the crea tion  of  
In co m e  it was felt im p o r ta n t  th a t  it should  have certain  built-in advan tages  
over the private com m ercia l Life offices in this respect and  bo th  the  m arke t ing  
and  prem ium  collection systems were designed accordingly.

La P revoyance Socia le  in Belgium has, fo r  m any  years, been involved in 
the adm in is t ra t ion  of the Independen t  W orkers  Social Insu rance  Office. La  
Prevoyance Socia le  also finances an d  adm inisters  several hea lth  institu tions, 
for exam ple , sa n a to r iu m  rehab il i ta t ion  centres for  rheum atics, as thm atics  
and  re ta rded  children.

F o r  a co-operative insurance society to  provide a useful service in a 
developing coun try  it m ay  have to  take  up no t only Life, pens ion  an d  health  
insurance p rog ram m es to  a  larger extent,  bu t  also th ro u g h  m edica l aid and  
health  centres give direct hea lth  assistance. Socia l insurance benefits help to 
provide and  to  m a in ta in  the h u m a n  capita l o f  the econom y perm itt ing  the 
individual to  ob ta in  or  regain  his place in the nat ional  p ro d u c t io n  effort.
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Social “ security” a t  present caters fo r  only som e 4.8% o f  the to ta l 
popu la tion  o f  Africa. T he  challenge of developing countries, where op t im um  
use must be m ade  of  the m eagre resources w ithou t waste or  dup lica t ion  of  any 
sort, is to  achieve effective co-o rd ina t ions  in the op era t io n  an d  delivery of 
medical care. While the  insurance industry , in general, should  restra in  itself 
from  entering into  fields which appa ren t ly  can  be be t te r  served by public 
funds, co-operative insurance can  act as an  im p o r ta n t  in s trum ent also in such 
fields, as it opera tes  on  a non-p ro f i t  basis. In countries where there is no  social 
insurance system, or  which have no t yet created  any  public o r  Semi-public 
institu tions fo r  this pu rpose ,  the existing schemes are adm in is te red  by private 
com panies. C o-opera tive  insurance should no t stay passive. O n  the  contrary ,  
it should ad a p t  to cu rren t  changes in the society, strive to be recognised as 
w orthy  par tne rs  in the deve lopm ent and  could  take on  the ad m in is t ra t ion  of  
such schemes.

Investm ent is only  possible if sufficient capital is available. Social 
insurance schemes, a n d  m ore particularly ,  pens ion  schemes an d  p rovident 
funds, perm it an  accum ula t ion  o f  funds considerably  in excess o f  w hat is 
needed to  m a in ta in  a n  ad e q u a te  level of liquidity.

Mr. B ack’s conclusion  is th a t  co-opera tive  insurance receives due  a t te n 
tion  by politicians an d  econom ic  p lanners  in developing countries  and  
seriously is considered as an  im p o r ta n t  a l ternative to  o the r  insurance systems.

The s ta tus  of  the co-opera tive  m ovem ent ,  due to  its unim pressive past 
perform ance ,  m ay no t be the best.  The success cases o f  co -opera tive  insurance 
in  M alaysia, S ingapore  and  possibly some Lat in  A m erican  countries ,  have 
n o t  received the wide public ity  they  deserve.

The possibihty th a t  co-opera tive  insurance m ay be able to  serve as an  
ins trum ent in providing social insu rance  to  a m uch  grea ter  and  deeper ex ten t 
th a n  before needs to be fully explored .  A ssum ing  tha t  co -opera tive  insurance 
is essential also in this sector it is vital th a t  it is in tegrated  in n a t io n a l  plans.

Co-opera tive insurance can  s trengthen  the co-opera tive  sector  as a 
whole, which in tu rn  can  lead to  a com plete  revision of  the rura l  sector  engage
ment.

A lthough  we can recognise th a t  co-opera tive  insurance is a n  essential 
ins trum ent in directing econom y an d  social developm ent,  no  study  has yet 
been m ade which has m ade it possible to  s ituate co-opera tive  insurance  with
in the m ore  general f ram ew ork  of  the econom y  in develop ing  countries.  In 
o the r  words, in this audience we are  aw are o f  the merits o f  co-opera tive  insur
ance. M any officials o f  the  T reasuries  in, fo r  exam ple ,  A fr ican  countries, are 
not.  H ow  do  we then convince them ? If  this F edera tion ,  o r  a U niversity, could 
under take  a study on co-opera tive  insurance and  its role in a  developing 
country ,  it could becom e a m ost useful d o cu m en t  to  prove the merits  o f  our  
system.

The study  should use a scientific ap p ro a ch  since co-opera tive  insurance, 
as a g rowth element, ca n n o t  be s tud ied  w ithou t  reference to  the dem ograph ic ,  
econom ic an d  social b ac k g ro u n d  as well as the political contex t,  w here a p p r o 
priate.

The study  should  then  include the successes of co-opera tive  insurance 
and  exam ples of  countries  w ith o u t  co-operative insurance and  w h a t  role it 
could play. It should analyse the  insurance needs of some countries, define the 
insurance co-operative and  its possible co n tr ibu t ion  to  econom ic  g row th ,  but 
also its l im ita tions by w ay of  capital,  capacity , professional skills, o rgan isa
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tional base, etc., an d  develop guidelines for its p ro m o t io n  an d  developm ent.
Such a study could  be presented  to  dec is ion-m akers  in selected countries 

as well as to  the UN family an d  o ther  in te rna tiona l  aid agencies.
W ith tha t,  d ea r  co -opera to rs ,  I th a n k  you  for  listening.

C H A IR M A N ; T h a n k  you, M r. Lindberg , for y ou r  very interesting an d  very 
well presented Paper.

There are several speakers w ho w an t to  say som eth ing  on  this subject and 
I will ask the first one, M r. B ob V anderbeek,  to  open  the discussion.

M R . V A N D E R B E E K : M r. E dw ards,  earlier today , m en tioned  th a t  m any 
different types of  English were to  be spoken  du r ing  this Conference. As m any 
of  you k now  I speak a fo rm  of  A m erican  English an d  as a result I have given a 
copy of  my com m ents  to  M r. Edw ards  because it m ay  be desirable, a t  the end 
of my talk, to  give Mr. E dw ards  the o p p o r tu n i ty  an d  perhaps  equal time to 
translate  my A m erican  English into English English.

I have been asked to co m m e n t  on Mr. Back’s fine P aper .  However, I 
would like to  first refer to  M r. Y a m a n a k a ’s excellent presen ta tion .

Mr. Y am a n ak a  reviewed the history  of  the ag r icu ltu ral co-operative 
m ovem ent in Ja p a n .  It would  a p p e a r  th a t  m any  o f  the prob lem s faced by the 
Japanese  farmers in the early  1900's are similar to  those faced to d ay  by 
farmers in the developing countries. The f rus tra tions  th a t  the Japanese  
farmers faced until 1947 sound  very m uch  like the reports  we receive today  
from  m any  developing countries. Fortuna te ly ,  the achievem ents o f  the 
Japanese  co-operative m o vem en t  in the last 25 years provide m a n y  exam ples 
of  how to effectively develop in tegrated  services th a t  benefit no t  only  co- 
opera tors  bu t  the entire society. Both  M r. Back and  Mr. Y a m a n a k a  correctly 
stress the value of  close co -ope ra t ion  between insurance co-operatives  and  
other types o f  co-operatives. B oth  P apers  em phasise the need to  m ake  full use 
of  all capita l an d  h u m a n  resources th a t  are available. Mr. Y a m a n a k a ’s P aper  
points ou t  th a t  one o f  the reasons for Z e n k y o re n ’s success in J a p a n  was tha t  
they did no t  simply duplicate  coverages offered by o the r  insurance com panies, 
but developed w hat we would  call com plete  “ta i lo r -m ade” p ro tec tion ,  effi
ciently using their  o rgan isa t iona l  sales m e thod  and  adm in is t ra t ion ,  fully 
utilising the technique of  collecting the p rem ium s th ro u g h  the co-operative 
itself. This, I believe, is a very good  lesson for  all of us, w hether  we com e from  
developed countries or developing countries. I would  suggest th a t  each of  us 
might, once a  year, re-read M r. Y a m a n a k a ’s P aper .  There is a great deal o f  
interesting ideas in th a t  Paper .

Referring back  to  bo th  M r. Back’s P ap er  and  Mr. Y a m a n a k a ’s P a p e r  I 
would say th a t  b o th  stress the need to  educate  the public, and  particu larly  the 
governm ent,  to  the advan tages  of the co-operative app ro a ch ;  for 
unfortunate ly ,  in m ost develop ing  countries,  a large segment o f  the insurance 
industry  is in the h ands  o f  small econom ic groups  which also con tro l  bank ing  
and  industria l  activities. These groups  are also influential a t  the govern
m ental level. W ha t  all this m eans is tha t,  in the long run, an  eventua l decision 
to  p rom ote  co-operatives, including insurance co-operatives, will be a highly 
political issue.

As we all know, in m any  developing countries, there is very little real 
dem ocracy  and  the “g o v e rn m e n t” m ay  recognise th a t  successful co -o p e ra 
tives may raise the hopes of  people for  increased dem ocracy  and  freedom.
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Thus you  find the “g o v e rn m e n t” , sometim es it is a d ic ta tor,  in some countries 
playing not only a s trong  role in supervising, but often restricting the activities 
of co-operatives.

C erta in  types of  social benefits can  best be provided by governm en t p ro 
grammes. However, m any  governm ent insurance p ro g ram m es  have no t been 
run efficiently and  often  have n o t  p rovided needed p ro tec tion  a t  low cost. A nd 
often these p rog ram m es have no t provided, as Mr. Back po in ted  ou t,  p ro tec
tion for the m ajor i ty  of  the people of  the country .

Cond it ions  differ from  coun try  to  country . However, regardless o f  the 
s ituation, the a rg u m e n t  for co-opera tive  insurance is a pow erful one. U nfo r
tunately, as Mr. Back has po in ted  out,  the “s tory” needs to  be told m ore 
widely.

Unfortunately , “n ice-sounding” United N ations  and  U N C T A D  Reso lu 
tions usually just sit in file d raw ers  or  in w ha t  we call a “circular file” , the waste 
paper basket. W hat really m ust  be com m unica ted  are ac tua l case histories of 
success.

It is perhaps true  th a t  the  record of  success of  insurance co -ope ra tion  m 
developing countries is not very impressive. However, one should  measure 
success by com par ing  w ha t  we have now, with w hat was there  before co
operatives came in to  existence. I have reported  at previous conferences tha t  
one of the values of co-opera tive  insurance is tha t  it has forced com mercial 
insurance com panies  to  low er prices an d  often caused governm ents  to  
recognise tha t  the “old system” was no t meeting the needs o f  the people. The 
activities o f  The M alaysian  C o-operative Insurance S o cie ty  a re  excellent 
examples of  m ak ing  full use o f  “policyholder” capita l to  develop add it iona l  
co-operative enterprises.

M an y  people, even in this room , are p robab ly  no t aw are  th a t  in the last 10 
years, in Latin  A m erica  alone, eight co-operative insurance societies have 
begun operations and  are a lready  providing insurance for m ore  th a n  two 
million people. Even m ore in teresting is the fact th a t  in the “developing 
countries” of  the world  in the 1950’s only two co-operative insu rance  societies 
were form ed; in the 1960’s this figure ju m p e d  to  ten, and  a lready  in the 70’s it 
has increased to  15.

We do have a story  to  tell!
However, it is true  th a t  m os t governm ents  ignore the true  po ten tia l  o f  co 

operatives. They are sceptical and  if they are a t  some po in t  willing to  
experim ent, their co m m itm en t  is often reluctantly  given. P riva te  enterprise 
assumes the same postu re  as governm ent,  plus it looks dow n  a t  co-operatives. 
T h a t  is p robab ly  true  in m ost  develop ing  countries,  b u t  also in w ha t  we call 
developed countries as well. Co-opera tives  themselves, unaccus tom ed  to 
taking im portan t  decisions and  lacking m anageria l foresight, of ten  ad o p t  a 
bashful at ti tude, a sort o f  defeatist a t t i tude  of: “Can we do  it? Are we able?” 
All this negative m ental cond it ion ing  m ust be reversed.

I agree with M r. Back th a t  it would be valuable to  have a  study  on  co
operative insurance an d  its role in a developing country . However, I suggest 
tha t  a first step would  be a P a p e r  giving specific exam ples of  the var ious  ways 
th a t  co-operative insurance o rganisa tions have a lready  been providing 
valuable services in developing countries.

W ith  ac tua l exam ples we will be in a good  posit ion  to  g ieet with the 
“decision m akers” and  to  show them  how  co-operatives and  co-operative 
insurance can  play a vital role in their country .
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C H A IR M A N : T h a n k  you  very m uch  Mr. V anderbeek  for tha t  very 
interesting and  inspiring intervention.

1 now call Mr. K u lara jah  to  the rostrum .

M R . K U L A R A J A H :  Mr. C ha irm an ,  Fellow Co-opera to rs .  In the first place I 
m ust apologise for  the absence of  one of o u r  D irec tors  who was supposed to 
come and present som e rem arks  on this Paper .  I feel tha t in fairness to  Mr. 
Back 1 should do  so in his absence.

1 hope th a t  the in te rpre ters  are  able to  follow M alaysian  English. I also 
hope tha t Mr. E dw ards  will be able to  follow M alaysian  English. I fhe  needs it 
for the purpose o f  record  1 will be able to  rewrite it for him!

First o f  all, M r. C h a irm an  and  fellow co-opera to rs ,  I m ust oangra tu la te  
Mr. Back on w hat 1 consider  a very com prehensive Paper. He has covered the 
subject very com peten tly  and  has b rough t  ou t  m a n y  points. 1 feel th a t  in 
m aking some com plem en ta ry  rem arks ,  I should  say som eth ing  of interest to 
you which 1 gained th ro u g h  my experience with the I .C .I.F .

Firstly, an  interesting feature is the ques tion  o f  co-operative insurance in 
Sri Lanka , form erly  Ceylon. In Ceylon the insu rance  industry  was n a t io n a l
ised a few years ago, and  the co-operative insu rance  society th a t  was func
tioning in th a t  coun try  was also nationalised. A t the  present m om ent,  h o w 
ever, the governm en t has realised tha t  the C eylon N ationa l  Insurance C o r 
pora tion  needs som e com peti t ion  in order  th a t  the  Insurance C o rp o ra t io n  
may be efficient. The governm ent has decided th a t  it is best to  fo rm  a co 
operative insurance society and  negotiat ions are on  h an d  to  set up  a co-opera-  
tive insurance society in Sri Lanka .  It is in teresting  indeed th a t  after n a t io n a l
isation the governm en t realises tha t  a co-opera tive  insurance society can  do  
better and  can  give com peti t ion  to  a nationalised  o rganisa tion ; and  they have 
realised this.

How did they realise this? Usually polit icians, as my friend Mr. 
Vanderbeek said, “ ignore the potentia l o f  co -opera tive  insurance and  are 
sceptical o f  the success of  co-operative insurance .” Generally they have no 
confidence in co-opera tive  insurance, but in this case it was fo rtuna te  th a t  a 
Minister o f  the governm en t of  Sri L anka  visited M alaysia, visited the M C IS ,  
and we showed him ro u n d  and  prom ised him tha t  co-operative insurance can 
be successful.

Similarly, in a n o th e r  country ,  in the Philippines,the insurance industry  is 
very well developed, b u t  yet the governm ent,  being involved in the deve lop
ment of the co -opera tive  m ovem ent in the coun try ,  particularly  over the last 
two years, felt the need for  a co-operative insu rance  society in tha t  country .

An U nder-S ecre ta ry  of S tate ,  tha t is som eth ing  equal to  a Minister, 
visited M alaysia  again , and  having been convinced tha t co-operative 
insurance can w ork  he went back and  sought o u r  help to  organise the Co- 
operative Insurance S ys tem  o f  the Philippines.

As you all know  the inaugu ra tion  of  the C o-opera live Insurance S ys tem  
o f  the Philippines, o r  the  C .I .S .P . ,  is to  take place with the President o f  the 
Philippines on  14th O ctober ,  and  a few of you  are coming. But since most of 
you are not com ing  I feel tha t  I should  quo te  som eth ing  tha t  I am  going to  say 
at the inaugura tion .

This is significant. I will read it this time. 1 hope  I can  read slowly enough,
“ In a developing coun try  the co -opera tive  way of life, which tries to 

improve the s ta n d a rd  of living of  the o rd inary  m an ,  is the  best m ethod  p os
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sible of in troducing  social and econom ic changes in a  coun try  to  enhance the 
s tandard  of living of the m ajority  of people. A co-operative is non-profit  
based with ow nership vested in the people th ro u g h  their  m em bership  of the 
organisation. C o-opera tives  are social and  econom ic  institutions which 
function to alleviate the social and  econom ic prob lem s of  the people w ithout 
encroaching or depriv ing others o f  their rights to exist. The co-operative 
m ovem ent is a peoples ' m ovem ent,  extolling and  pu tt ing  into practice the 
higher motive of social and  econom ic success th ro u g h  m utua l  aid and  self- 
help.

A highly successful co-operative s tructure  can  easily rid a nation  of many 
of the social and  econom ic  injustices and  inequalities existing in it. N ations in 
S outh-East Asia in par t icu la r  would be able to  achieve a great measure of 
success in bridging the gap  between the “haves" and  the “ have-nots” th rough  
the successful deve lopm en t o f  a co-operative system in the country. Co-opera -  
tive insurance service fits in as one o the r  activity of the co-operative 
m ovement in the social and  econom ic s truc tu re  and  is a very vital and 
im portan t  activity at tha t ."

Those reasons are very good reasons why a co-operative insurance 
society should be developed in the developing countries. Success can be 
achieved but,  as stated by Mr. Back the polit icians an d  the people do  not 
understand the co-opera tive  insurance system. F o r  this purpose The 
M alaysian C o-opera tive Insurance Society , know n (popularly),  as M CIS, 
publishes annually  a publication  which it d is tr ibu tes  very w'idely and  which is 
known as the “ M C IS  Review". This publication  is available on display in the 
Exhibition Hall and  we b rough t sufficient copies for all delegates and  p a r 
ticipants. rh is  will m ake interesting reading. W e make sure tha t every m em ber  
of parliam ent receives a copy. We m ake sure tha t  every senior governm ent 
officer receives a copy and  therefore, hopefully, we trust tha t he will read it 
and  unders tand  w hat the M C IS  is all about.

In this way W'e not only create a better image for the M C IS ,  but we a t trac t  
support for the M C IS .  We even go to the ex ten t  o f  placing the M C IS  Review 
in hairdressing salons and  barbe r  shops because people will have time to read 
it while they are waiting to  have a haircut.

The im portance  of  this has been em phasised  by Mr. Back, and tha t is tha t 
we should inform  the public, inform all those concerned ,  inform all those in 
power in the developing countries,  o f  the im portance  and  role of the co -ope ra 
tive insurance m ovem ent .  This we should  do  an d  1 support  the suggestion tha t  
a study should be m ade so tha t  such factors and  such in form ation  available to 
the I.C.I.F. are d is tr ibu ted  very widely.

Thank  you very m uch  for you r  kind a t ten t ion .

C H A IR M A N : T h a n k  you Mr. Kulara jah . I guess o ther  delegates would  wish 
to com m ent on this P aper  presented by Mr. IJndberg .  If this is the case the 
rostrum  is open.

M R. A D A M : I would  like, Mr. President,  to pu t  a ques tion  to Mr. Lindberg, 
but first I m ust cong ra tu la te  him for the p resen ta t ion  of  this Paper. But I am  
wondering if it would be possible for him to enlarge a little more on w hat he 
means by “Given reasonable  assistance from the S tate , a co-operative sector 
can be established in the econom y."
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C H A IR M A N : T h an k  you  Mr. A dam

queŝ o'nrMnuL^beT" ”  “» <‘ ^c -Y -.her
Y ou’ll wait.

m surance soc.ety s possibility to act on the insurance m arket.  1 am  sure t h S
nn*f h °  co-operative insurance societies should

P^^t 'cular advan tages  on the m arke t,  but tha t they should be 
g en the same chance as o thers  to opera te  on the m arke t  and  he means tha t  in 
the co-operative o rgan isa tion  the way of  co-opera tive  activities should show 
on itheir own merits th a t  they will be able to play an  im p o r t ln t  r” t  i f t h ^

th . t  ‘o "^ake on the Paper,  and  I have the feeling
rnm th H f in his P aper ,  have got the fullest su p p o r t

from the delegates at this Conference. So aga in  I w ant to  thank you M
C hairm an  and you. D ea r  C o-opera to rs ,  for y o u r  a t tem ion .  ^

C H A IR M A N : T h an k  you, Mr. L indberg
Now  Gentlem en as the lunch will not be served until 12.30 I suggest the 

delegates should visit the Exhib it ion  before going to  lunch.

The m eeting  was a d jo u rn e d  fo r  lunch at 12.15 hours.

The session was re su m ed  at 14.00 hours.

3. Long range p lann ing  by established insurance  co-operatives

s^ ib ie r . '^^h^h '• '^ i‘1 begin this a f te rnoon  with a P ap er  on a
subject w^hich is o f  p a ra m o u n t  concern  to all o f  us in the insurance L s i n e s s  

oncerned with the fu ture progress o f  o u r  com panies  in a world where each

c o m p an ie T " '  com peti t ion  from the capitalistic

I therefore call on  Mr. Sm ith  to  p resem  his P aper  on “ Long ranee 
planning by established insurance co-opera tives .”

d?d? ‘ if'
Before beginning my p resen ta t ion  I would like to  express mv aoore

I have the good  fortune ,  and  sometim es I have though t  m aybe the bad 
fortune, to  be very closely involved in this and  I will have to say it was Tne of
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the more interesting experiences tha t I have had since joining N ationw ide  
Insurance.

As most o f  you may know  this is my first confercncc and it is very im pres
sive. I have heard so m uch ab o u t  this o rganisa tion  from my associates tha t it is 
good to  experience it all lirst-hand. 1 may vary a little from the prepared 
Paper, but I do  not th ink  th a t  tha t  will bo ther  any  of  you because essentially I 
am gomg to follow it. Before em bark ing  upon  the im por tan t  subject of long 
range planning, an d  the course tha t we have followed at N ationw ide, I will 
review briefly for the purpose  of  perspective, because 1 th ink  it will help you in 
background , the deve lopm ent of our family of com pan ies  and  the scope of  our 
activities. For  those of  you w ho have heard this before I will not be offended if 
you tune me out for a few minutes, but I hope you  will com e 'back .

As many of you perhaps know  our  o rgan isa tion  was co-operatively based 
and had a ra ther  hum ble  beginning. It s tarted  in 1926 when the Farm Bureau  
M u tu a l A u to m o h ile  Insurance C om p a n y —  a “ b rain  child” of  the O hio  F arm  
Bureau F edera tion  began opera tions  with SI 0,000 of borrow ed  capital and 
one thousand  applica tions for insurance on hand. At first, we sold only a u to 
mobile insurance - only in the S tate o f  O hio  and  only to farmers. Within two 
years, however, we began to  expand  into other S tates and  a few years later to 
extend our  services to non -fa rm  people.

D uring  the first half  o f  the 1930’s we formed a f ire com pany  and  acquired  
a Life insurance com pany .  This was followed by an  expansion  of  our  p roduct 
Imes — most no tab ly  com m ercia l and  g roup  insurance. In 1957, we organised 
N ationw ide G eneral to meet a need for m erit-rated  au tom ob ile  insurance. 
W hen N ationw ide M u tu a l  a d o p ted  a variable ra ting  plan, the opera tions of 
this com pany  were phased  out.  Recently, however, this co rp o ra te  shell was 
reactivated to write g ro u p /f ra n ch ise  au tom ob ile  business, and  we recognise 
that tha t  is going to be a t  least a considerable p ioneering  effort on our  part,  
a l though some o thers  have had some success in this field.

N ationw ide  now  offers m ore than  170 different insurance policies for 
famdies, businesses and  organ isa tions  of  people. Som etim es if you talk to our 
agency force they will tell you  tha t  it is ab o u t  100 too  many, but nevertheless 
we have got a little bit o f  som eth ing  for everybody. It serves over 3 1/2 million 
customers who ow n m ore th a n  5 '/: million policies; and before I got to  this 
meeting you know 1 though t  th a t  was something; and  then I saw what o u r  host 
has in the way of policy force and  I consider  this peanu ts  in relation to that.

As funds developed from  the insurance opera tions  we began to direct 
some of  our  resources to  needs beyond the field of  insurance and  acquired  or 
formed several affiliated com panies .  In addit ion ,  we activated N ationw ide  
C orporation - -  an  insurance and  financial services holding com pany  - and 
joined with the W est G erm a n  mail o rder  and  d ep a r tm en t  store to  form 
N eckura  - a G erm a n  p roper ty  and casualty  insurer. Ju s t  last year, a wholly 
owned Life subsidiary was established and  added  to the N eckura  operation .

Today, the N a tio n w id e  o rganisa tion  is a family of  more than  30 
cornpanies structured  into three m ajor  opera ting  groups: one is the N a tio n 
wide Insurance Group, as we call it, an o th e r  one is N ationw ide  A ffilia tes  and  a 
third IS N ationw ide C orporation . In o ther  W'ords. we have three Presidents 
heading up those three g roups  with a Chief  Executive on top  of  all those. We 
engage in a b road  range of  hu m a n  service activities in varied fields in
surance; investment services; personal finance; pension planning; radio and 
television broadcasting; housing; com mercial land developm ent; and u rban
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u 1* recitat ion  does not sound  too  imm odest;  I do  not m ean  it to
be. It should be helpful in p rovid ing  a back-d rop  for the P ap er  I am  ab o u t  to 
present.

Let us go to w hat is long range planning, and  1 recognise tha t  there are 
man> in terpre ta t ions of  this and  m any  w-ays to  go ab o u t  it. I p lan  to  share with 
y^ou what we have done, some o f  the actions tha t we have taken  and  some of 
the results t^hat we have a t ta ined . We still have, we feel, a long way to go.

you have been reading publicat ions or listening to experts  in the field 1 
know you have been faced with a “sem antic  jung le” and  a great deal o f  diffi
culty m unders tand ing  all th a t  is involved in long range p lanning. O ther  
synonyms currently  in use include such words as “co rpo ra te  p lanning",  “ total 
p lanning , ‘over-all p lann ing"  and  “com prehensive p lann ing” . All o f  these 
terms impl^\' the same all-inclusive ap p ro a ch  and  the developm ent o f  an 
integrated fram ew ork  which encom passes the entire o rganisa tion  - func tion 
ally as well as co rpora te ly  and  covers an  ex tended  period o f  time

I n his book, I g p ^ l ^ g em ent P lan n in g. George S teiner also viewed this 
type ot p lanning as being com posed  of  s tructura l blocks of  plans. The three 
principal ones are strategic plans; m ed ium -range  program m es; and short-  
range detailed plans and  budgets.  All o f  these are inter-related and  each has 
characteristics which d is tinguish it f rom  the others.

In general, au thori t ies  agree tha t  long range p lann ing  deals with the 
futurity of the c o rp o ra t io n ’s co n tem p o ra ry  decisions. O r as one au th o r  has 
succinctly observed: “ it is a process directed tow ard  m ak ing  today 's  decisions 
with tom orrow  in m ind."

I think tha t merits repeating. “A process directed tow ard  m ak ing  to d a y ’s 
decisions with to m o rro w  in m ind ."

M ore specifically, long range p lann ing  is a con t inuous  process which: 
begins by establishing objectives and  guidelines;
. . then developing strategies, policies and  plans to achieve them;
. . im plementing decisions;
. . and finally, reviewing per fo rm ance  and  feedback to in troduce a new p lan

ning cycle.

As I see it, one of  the m ost im p o r ta n t  aspects o f  long range p lann ing  is the 
discipline it forces in continual ly  assessing the fu ture --- its oppor tun it ie s  and 
Its threats - and  our  C h a irm an  referred to  tha t  just a few m inutes  ago in 
m aking  his in troduc tion  - and  in developing strategies or courses o f  action  
which will exploit o r  co m b at  them . This strategic phase can be limited or 
t ransfo rm ational  in nature ,  depend ing  upon  the situation. It also m ay be 
internally inspired because o f  an  innovative, en trepreneura l  a t t i tude  or 
brought ab o u t  by ex ternal th rea ts ,  o r  a com binat ion ;  and  I th ink  w-e have 
some of both  at S a tio n w id e .

Today, alm ost all large organ isa tions  and  m any  smaller ones have a 
form al long range p lann ing  system in some form. A few years ago, in an  effort 
to call upon  this experience and  to  p inpoin t  the m ore  significant pitfalls to  be 
avoided in getting a p lann ing  system underw ay, George Steiner, with aid from 
the Planning Executives Institu te  - -  by the way George is no relative o f  mine 
but we just happen to  have used his reference most extensively in the w ork we 
have done - -  conducted  a survey am o n g  chief executives, top  staff  officers 
corpora te  p lanners and  line m anagers  o f  several hundred  com panies .  The 
response clearly indicated considerable concern  in three areas with respect to

renewal.
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establishing effective planning.
The first was top  m a n ag e m en t’s as sum ption  tha t  it can  delegate the 

p lanning  function to a p lanner, and  once you start  th a t . 1 th ink  you  will all 
agree, you are in trouble . The concern  here is tha t an  effective system needs 
firm support  and  co m m itm en t  from  the chief executive. He m ay delegate 
m uch  of the jo b  to  the right m an a t  the right level of m anagem ent ,  bu t  not the 
responsibility and  the assurance th a t  all the diverse efforts of the o rgan isa tion  
are headed in the same direction.

Second was tha t  top  m anagem en t  becomes so engrossed in current 
problem s tha t  it spends insufficient time on  long range planning, and  the 
process becomes discredited a m o n g  o ther  m anagers  and  staff — and  I have 
seen tha t happen  at o u r  C o m p a n y  in the past year. To avoid  this pitfall, there 
is a need to  be careful a b o u t  the selection of  a co rpo ra te  p lanner  and his 
m anageria l style. His s trong  suit should not be in solving day-to-day  
problems. At the same tim e it shou ld  be recognised tha t long range p lanning  is 
not useful in coping with  a  cu rren t crisis. Dr. J o h n  H ogan  who, I unders tand ,  
has spoken to  this g roup  on  previous occasions, happens to be the m an  in our 
C om pany  in charge of  long range planning. At least, when I say in charge 1 
m ean  he is seeing th a t  we all do  it.

Third was the failure to develop com pany  goals suitable as a basis fo r .  
fo rm ulating  long range plans. T he  m ajor  dangers  here are:

stating goals which are too  b ro ad  or too  vague, such as: “optim ise profits", 
“grow as fast as possible"; an d  “ make the best acquis i t ion” .

Som etim es I am  sure some o f  us have fallen into tha t trap.
. . or setting objectives which are overly optimistic and  not based on realism 
— and  1 guess I have done  tha t  on  one or two occasions myself.

O ther  pitfalls in the top  ten were:
4. Failure to assum e the necessary involvement o f  m a jo r  line personnel.
5. Failure to use plans as s tandards  for m easuring  m anageria l pe rfo r

mance.
6 . Failure to create a c l im ate which stimulates creative p lanning  and  is 

not resistant to free and  imaginative ideas.
7. Assuming tha t  long range p lanning  is separa te  from  the entire 

m anagem ent process.
8 . Injecting so m uch  form ality  or structured  rou tine  tha t  the system 

lacks flexibility and  simplicity, and  restrains creativity  - -  and  back 10 
or 15 years ago  I saw th a t  happen.

9. Failure of to p  m a n agem en t  to  review, with dep a r tm en ta l  and  
divisional heads, the long range plans they have developed.

10. T op  m anagem en t consistently  rejecting the  fo rm al p lanning 
m echanism by m ak ing  intuitive decisions which conflict with formal 
plans.

Som e of these m ay sound  familiar to  you.
Now I would like to  talk a little ab o u t  why we s ta rted  long range p lanning 

a t N ationw ide.
At N ationw ide, as I am  sure has been the case in m any  com panies ,  

p lanning has been an  evo lu tionary  process. It has becom e m ore sophis ticated  
as the Com pan ies  grew in size, interest and  organisa tiona l  com plexity , and as 
it became necessary to  meet the challenges of com peti t ion  an d  a changm g 
environm ent. D uring  o u r  first 25 years long range p lanning  was an  inform al 
process. O u r  first fo rm a l step was early in the 1950's with the installation  of an
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annua l plan or  budget. Phis w as lollowed by the developm ent o f  a n u m b e r  of 
m edium -range plans - usually five years. This phase of  o u r  p lanning, 
however, was sporadic and  was on  a by-com pany basis o r  consisted of  
individualised blueprints,  such as; ex p a n d in g  g roup  opera tions: entering new 
States; and developing our  re insurance and  com m ercia l operations.

In 1967, confron ted  by a need to  expedite  certain aspects of o u r  insurance 
operations, a m idd le-m anagem ent C o rp o ra te  P lanning  G ro u p  began an 18- 
m o n th  study, One of the results was the c reation  of  a formal p lann ing  office, 
and  tha t  is the oilice headed by Dr. H ogan , under a Vice-President of 
P lanning  and  Developm ent. However, there was still diffusion in our  
p lanning process. While this office co -o rd ina ted  the building and  review of 
plans for achieving near te rm  and  in term edia te  objectives in o u r  insurance 
operations, p lanning for the affiliated C om pan ies  was segmented and  was the 
responsibility of their respective general managers.

F o r  an  o rgan isa tion  less com plex  than  ours and an ex ternal env iron 
m ent which is changing  less rapidly th a n  it is. we probab ly  could have stopped  
at this point.  However, af te r  giving careful considera t ion  to o u r  tota l 
s ituation, we decided to  em b ark  up o n  a com prehensive, in tegrated  and  
co rpo ra te  family-oriented long range p lanning  approach .  Several factors 
p rom pted  this decision:
. . O u r  inno \a t ive  heritage and  o u r  penchan t to capitalise on fu ture o p p o r 
tunities.
. . Broad opera tional  and hu m a n  service interests of the insurance com panies  
com panies  and  extensive interests in o the r  industries th rough  the subsidiaries 
and N ationw ide C orporation .
. . D em ograph ic  changes and  the probab le  changes in people’s wants, needs 
and attitudes.
. . S tepped up S ta te  and  Federal in te rvention  into the field of  insurance, 
particularly  the au tom ob ile  and  health  business - I do  not know  how  it is in 
your countries, but in ours we have had considerable activity in this area  -  
and the need for top-level strategies to  meet and hopefully use these th rea ts  to 
our  advantage,  or to perhaps modify or alter  the nature  of  our  business to 
conform  to them.

A b o u t  tw o-and-a-ha lf  years ago o u r  Board of  D irectors and  o u r  General 
C ha irm an  and  Chief  Executive Officer set the stage for o u r  long range 
planning acitivity. The initial step was to  review the inst itu tion’s Principles 
and Objectives. While revisions were m ade  to m ore  adequately  cover the tota l 
co rpo ra te  entity, ou r  basic co -opera tive  ph ilosophy  was m ain ta ined  and  
restated. C oncurren tly ,  the Chief  Executive called a special session of  the 
Board and  several senior co rp o ra te  officers. The purpose of  this meeting was 
threefold:

1. To fully acquain t  the Board members, particu larly  the newer 
members, with the pas t  key inst itu tional decisions which have guided 
our g rowth and service.

2 . To review where we are  today, especially in terms of  hum an , physical 
and  financial resources.

3. To generate  ideas and  early input for the m anagem ent p lanning  
activity which was to  follow.

W ith in  a m on th  of this special B oard  session, a Long Range P lann ing  
Council was form ed and held its initial meeting. The President o f  the 
insurance C om pan ies  was selected to  head this g roup  and  to act as co 
o rd in a to r  with the Office o f  G enera l  C ha irm an .  In add it ion  to  the Vice
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President o f  P lann ing  and  D evelopm ent,  the Council  consisted of  fo u r  other 
senior officers who were cha irm en  of  m ajo r  w orking com m ittees. These 
com m ittees  were concerned  with developing goals and  guidelines in four 
p rim ary  areas: inst itu tional character ;  m arke ting  direction; m a n p o w e r  utilisa
tion; and  the g roup  I chaired ,  f inance and  in ter-co rpora te  relations.

The C ounc il’s purpose was no t only to  steer and  to  co-o rd ina te  the 
activites of these com m ittees ,  but also to  act as an  incubato r  for ideas which 
developed from  their work.

The m em bers  of these com m ittees  were selected on  the basis o f  exper
ience and  expertise, and  included people f rom  various functional areas 
th ro u g h o u t  the to ta l o rganisa tion  — general managers,  vice presidents and 
middle m anagem ent .  I was fo r tu n a te  enough, on  my com m ittee ,  to  have Mr. 
J o h n so n  with me and  he m ade a great con tr ibu tion ;  and  I th ink  Mr. 
Fitzpa tr ick  served on one or tw o of the o ther  com m ittees  with in  the 
C om pany; so 1 have two associates here today  who have had considerable 
experience in the developing of  the guidelines and  goals area.

M ore  specifically, here are the aspects each of the com m ittees  considered 
as they developed policy guidelines or  goals;
As regards the inst itu tional ch a rac ter  they covered such areas as: —

. C o rp o ra te  Citizenship 

. Service to C ustom ers  

. Agent and  Employee M otiva tion  
, Profit Ethic 
. G overnm ent Relations 
. Industry Leadership 

O n  the m anpow er  side their  areas of  m ain  concern  were: -

. M anag ing  People 

. Developm ent of People 

. C o rp o ra te  Manpow'er M anagem en t  
, Productiv ity  
. W ork  E nvironm ent 
, C onservation  
. H u m an  Rights

The m arke ting  direction which, if 1 can say I am  not prejudiced, would  
p robably  be the most im por tan t  area, at least as 1 see it.

. . Family Insurance 

. . Business Insurance 

. . Affiliated Services

. . Diversified G row th ,  in o the r  w ords w hat areas do we w ant to grow in. what 
are our  opportunities?

. , Research and  D evelopm ent as regards new products,  new services 

. . Expense C on tro l
It is unusual  to see m arke t ing  concerned  with expense contro l ,  bu t  in this 

particu lar  case they were and  we were very happy  that they felt a b o u t  this as 
well as com ing up with new plans and  p rog ram m es to develop new lines of 
business and new m arke ting  concepts,  and  we have done a little o f  both.

O n  the financial and  in te r-co rpora te  relations side we w-ere concerned 
here with: —
. . Profitability and  F inancial S treng th
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. . Income G row th  - -  in o the r  words vve set some goals tha t we figured we had 
to grow by a certain a m o u n t  each year if we were to cont inue to be a 
dynam ic com pany  with a n  impact upon  the insurance business.

. , O perating  Expenses — and  vve set some ra ther  challenging goals so tha t  we 
could return to  the consum er,  the policyholder and  in o u r  case the owner 
also, a larger and  larger share  or at least keep his cost o f  insurance from 
rising more rapidly.

. . Return  on Investm ents ,  as regards the investment activity within our 
Com panies

In this whole area of in te r-corpora te  relations -- which because of  the 
many Com pan ies  we have, som e of them  are ra the r  small and  some are ra ther  
large — N ationw ide M u tu a l  was the C o m p a n y  with, in m any  cases, the 
greatest expertise in m any  areas, A nd so in in te r-co rpora te  relations we were 
at tem pting  to  say where was o u r  s trongest area  and  all C om pan ies  w ould  use 
this service. I will give you an  il lustration to the investm ent advisory  service we 
have.

T h ro u g h o u t  o u r  whole g roup  of  com panies  we use the same investment 
group. N ationw ide M uttia l, because it is the largest C o m p a n y  in N ationw ide, 
has the most bank ing  muscle, if you w ant to call it tha t,  and  is able to  nego
tiate better term s with the b anks  in bo rrow ing  moneys and  the like, and  so 
therefore all of the N ationw ide  G roup's  bank ing  activities and  shor t- term  
borrowings are co-o rd ina ted  th ro u g h  this one area.

A n o th e r  exam ple , while we have not done  too  m uch in it, is one th a t  we 
are developing at the m om ent,  and  th a t  is on the reinsurance side; we have 
here a reinsurance g ro u p  with a great deal o f  experience and  knowledge and  
we opt to  use that th ro u g h o u t  all of o u r  C om pan ies  no m a tte r  where they are. 
G ran ted  all of this is done for a fee, bu t it is no t  like you  are  subsidising 
ano ther  com pany.

Personnel services is an o th e r  frustra tion .  We have built quite  a s taff  with 
a lot of expertise in N ationw ide  M utual, and  so we use it in the other 
C om panies  where each C o m p a n y  com es up with its own personnel group. 1 
am sure th a t  you are  all aw are  th a t  it is not a new idea, but it is som eth ing  we 
recently began at N ationw ide.

As these com m ittees  were form ed and  began the ir  activities,  o u r  research 
people developed a 1980 profile o f  the po ten tia l m arke t  place. This was a very 
com prehensive study  which exp lo red  dem ograph ic ,  socio-econom ic and 
political factors, plus the po ten tia l  impact of the energy situation . A b o u t  the 
time we were involved in this we had the oil em bargo  and  there was some 
question as to vv hat was going to  happen  and  so we m ade  some assum ptions .  
The profile was m ost im p o r ta n t  since it gave us the necessary perspective 
essential to  our  th o u g h t  and p lann ing  processes, and  the capability  to identify 
our  opportun it ies  and  threats .  N ow  whilst we did tha t  ab o u t  a year ago we 
recognise it as a  never-ending process and  one which we will have to keep up- 
to -date  on a more-or-less cons tan t  basis. We are now  in the process of doing 
th a t  and tak ing  an o th e r  look. T his  energy s ituation  seems to  ebb  and  flow. We 
h ad  a situation , as you  all know, where it was very tight and  then  loosened up 
an d  at least in the S ta tes  it begins to  look like, in o rder  to  solve some of  our  
ow n problem s, we m ay be go ing to  try to  tighten  up  internally  — I do  not 
know. 1 guess the U.S. Presiden t is supposed  to  be ta lk ing a b o u t  th a t  to d ay  in 
o u r  country.

In developing o u r  guidelines and  goals we tried to be specific and  to 
quantify  the objectives wherever possible. F o r  the areas which did not lend
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themselves to quan t if ica tion  the  guidehnes were expressed as definitively as 
practicable. Certainly you  w ould  expect on the financial side we were able to 
quantify. We did to a great ex ten t  on  the m arke ting  side. But when we got to 
the m anpow er  tha t becam e less so and inst itu tional charac ter  becam e less so. 
There were concepts, ph ilosophies  under which we operate.

The work of the various com m ittees  to o k  ab o u t  a year to reach the draft  
stage. At tha t  po in t these drafts ,  a long with the “ 1980 Perspective” were 
discussed with the B oard  of D irec tors  and  hom e office and  regional m a n ag e 
m ent for their  reaction  and input.  In o ther  words while we s ta rted  on m ore or 
less a top -dow n basis we certainly involved all of the functional offices within 
the hom e office, and  all of ou r  line m anagem en t in the field. Early  this year the 
com pleted guidelines and  goals were app roved  by the Board  and  a final review 
conducted  with o u r  m a n ag e m en t  people. In o ther  w ords this has  been c o m 
m unicated  now th ro u g h o u t  the inst itu tion  as being w hat we are going to strike 
for. Again I have to  say tha t  this is a never-ending process and  the day we put it 
in a nice fat b inder and  stick it on  a shelf, forget a b o u t  it until the next time it 
comes time to do som eth ing  like that,  tha t is when it becomes of  no use to the 
institution. You ha \  e to  keep bringing it up-to-da te ; you  have to  keep m aking  
new assum ptions as times change.

Now' we come to  o u r  cu rren t  status. In developing the f ram ew ork  for lon.g 
range p lanning we asked  ourselves five basic ques tions as a m eans  of leading 
us th rough  the process:

1. Where are we? - -  the n a tu re  of the business, env ironm ent,  co m 
petition, potentia ls  an d  vulnerabilities. A sort of inventory  taking if 
you like.

2. Where do  we w an t to go? — we m ade  some assum ptions ;  developed
some policies, goals; identified some issues to  be resolved.

3. How can we get there? — we needed som e strategies; we had  to
develop some p rogram m es; we have to  im plem ent; we have to 
evaluate; we have to  establish priorities an d  schedules. As you all 
know, tha t is one of the toughest things to  do. We are all inclined to 
want to do  it all imm ediate ly, and  this is not possible, so you have to 
say what is m ost im p o r ta n t ,  w hat is the next m ost  im p o r ta n t  and go at 
it.

4. W hen do we w an t to arr ive there? — and  to  help us there we were
using annua l  plans an d  perfo rm ance  s tandards  which said we would  
chop off this much this  year and  tha t  m uch  next year and  so forth.

5. How much shall we pay for the trip? - -  we took  a look a t  the
resources we had, o u r  budgets, w hat could we spend, because 1 am  
sure you all recognise-as you em b ark  on a com prehensive  long range 
planning p rog ram m e, it is going to  cost you  som e m oney , especially if 
you are going to vary som ew hat f rom  w hat you  have done  in the past.

As we looked a t  it, these ques tions fell into three principal phases: goal 
setting; ac tion  planning; and  execution. We are now well into the ac tion-  
p lanning phase and  answers to  the questions of “ H ow  can we get there?” and  
“W hen do we w ant to  arrive?"

At the same time, however, we fully recognise tha t  p lann ing  is a c o n 
tinuous process which is dependen t  on  feedback; the effectiveness of  our  
short- term  actions; an d  changes in the environm ent.  For  present p lanning  
purposes we have proceeded  on  the premise tha t we are a financial services 
organisation , but we still are not certain  ab o u t  the configura t ion  of  our  
business by 1980 or, 1 am  going to add  in there, 1990. We are a t tem p ting  to

41



look out th a t  far a h e ad  -  and  it gets awfully fuzzy — but we th ink this is 
something which we have to  do  if we are going to  assure the con t inua t ion  of 
N ationw ide  in its service activities for the people in the U .S.A., and  hopefully 
for those outside the U.S.A. This is a m a jo r  issue yet to be resolved. In the 
m eantime we will be keeping a sharp  eye on the trends  and  potentia l o f  the 
m arket place; econom ic  developm ent; changes in people’s fashion or taste; 
and  the com peti tive climate. In addition ,  we will be constan tly  alert to new 
products and  services which will satisfy the consum er ,  and  to innovative 
opportunities  to  change  his w ants  o r  create new ideas. The ability to perceive 
and to act ap p ro p r ia te ly  is the difference between a dynam ic, growing 
com pany and  one th a t  simply rises or falls with the tide.

Along with the m ore  sophis ticated p lann ing  environm ent,  N a tio n w id e’s 
long range p lanning  p ro g ra m m e has b ro u g h t  ab o u t ,  in top  m anagem en t 
circles, the general accep tance tha t  change will be m ore rapid th a n  we 
expected, and  those of  you, in fact I am  sure everyone here, knows tha t change 
is hard  for people to accept. They are m ore  inclined to  and  feel m ore co m fo r t 
able going the way th a t  they have always gone. 1 th ink  we have a realisation 
now tha t change is with us in o u r  C o m p an y ,  and  it is going to  be m ore  rapid 
than  we expected, th a n  any of  us expected, and  th a t  we must p repare to  cope 
with it. Enlarging the scope of  o u r  p lanning  has m ade us better  equ ipped  to 
face a rapidly changing  env ironm ent and  an  unce r ta in  future. It has b rough t 
abou t a deeper  ded ica tion  to  the future, but with a realisation tha t  m uch  
remains to  be done. We have only started  to exam ine  w hat our  business m ay 
look like by 1980 bu t we are on the way.

Thank  you very much.

C H A IR M A N : T h a n k  you, Mr. Sm ith , for th a t  m ost  inform ative P aper  on a 
subject which is o f  such im portance to all o f  us.

I now ask Mr. K o k u b o  to  open  the discussion.

M R . KOKU BO : Fhank you Mr. C h a irm an  for giving me this oppo r tu n i ty  to 
speak.

1 would like to begin by thank ing  Mr. S m ith  for his fine p resen ta t ion  on 
long range p lann ing  at N ationw ide.

1 was deeply impressed indeed with N a tio n w id e ’s extensive experience in 
long range p lann ing  fo rm u la tion ,  and  with their  tak ing  so m uch  time and  
drawing upon  the w isdom  of such a wide range of executive talents from 
th roughou t the C o m p an y ,  as well as with the excellent p lanning which has 
resulted.

I would like, if I may. to com m ent from  a d ifferent view as the long range 
planning in the J a p an e se  agricultural co-opera tive  business seems to have 
different aspects from  those of long range p lann ing  by established insurance 
co-operatives, which was presented in the excellent P ap er  by Mr. S m ith  just 
now. Thus 1 would  like, if I may, to give my rem arks  in term s of such 
differences.

It was not until the years 1954-1956 th a t  agricu ltu ral co-operative 
insurance began to spread  nationwide, and  it was in 1956 tha t Zenicyoren, 
with the agreem ent of its affiliated organisa tions ,  drew  up the first long range 
plan -  the Five Year Plan for E xpand ing  A gricultura l Co-opera tive  
Insurance. Since then  there have been a to ta l of eight m ed ium  and  long range 
plans implemented, and  we have been able to  meet virtually all o f  the goals
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that were set.
These plans m ay be div ided into two essentially different periods. The 

first, running  from tlie establishm ent of the first long range plan in 1956 until 
about 1966, covered the initial years. Accordingly  the plans focused primarily  
upon expand ing  business volume in order  to  solidify the opera tional  base. The 
second period, beginning with the A gricu ltu ra l Co-opera tive  C om prehensive  
Three-Year Plan  of  four years ago, assumes the es tablishm ent of the o p e ra 
tional base and  ra the r  focuses on the role to  be played by insurance within the 
broader  perspective of the total agricu ltu ral co-opera tive  structure.

However, it shou ld  be noted tha t  long range p lanning  for agricu ltu ral co
operative insurance differs from ord inary  co rp o ra te  long range p lanning  in 
the following aspects, these differences arising partly  from the special cha rac 
teristics of ag r icu ltu ral co-operative insurance in J a p a n ,  as already elucidated 
by Mr. Y am anaka:

The first difference is p robab ly  the very close re la tionship between 
insurance and  the o th e r  opera tions of the ag r icu ltu ral co-operatives. In 
addition  to  its insurance opera tions  the ag ricu ltu ral co-operative also 
conducts farm  m anagem en t  guidance; credit; purchasing; sales; welfare; 
culture; and  a host o f  o ther  Businesses a t  the same time. Accordingly, it is 
necessary to  find the best way to protect the interests of m em ber  households 
within the to ta l rela tionship  created by these o the r  businesses. F o r  this reason, 
the long range plan  for insurance is es tablished th ro u g h  full co -o rd ina t ion  
with other opera tions  of  the agricultural co-operatives.

The second difference arises from the fact th a t  the insurance o rgan isa 
tion, like all agr icu ltu ral  co-operative o rgan isa tions  in Ja p a n ,  is a three-tier 
s tructure com posed  of  separate legal entities at  the prim ary, prefectural and  
national levels. As a result it is obviously m ost im por tan t  tha t there be full 
discussions for com m unica t ing  the feelings and  co-ord ina t ing  the views of 
these three levels in any  long-range planning.

The th ird  m ajo r  difference is that the m em bers  of the agricu ltu ra l co
operatives are mostly farmers. This means tha t  long range p lanning  m ust 
consider not only the general econom ic trends  of  the nat ion  as a whole, but 
also agricultural cond it ions  in J a p a n  and  elsewhere; agricultural econom ic 
trends; f luctuations in the num bers  of households  or  individuals belonging to  
the agricultural co-operatives; and  other such factors.

J ’he task of inco rpo ra t ing  these special features into long range p lanning  
has been considerab ly  facilitated by the two study councils which were set up 
to deliberate the basic problem s facing agricu ltu ra l  co-operative insurance 
organisations.

The first one, nam ely  the S tudy  C ouncil on Basic Problem s in the Agri
cultural Co-opera tive  Insurance O rganisa tions,  met over a total o f  14 m on ths  
in 1961 and  1962.

F o r  the second one, that is the S tudy  C ouncil  on  Basic Measures in the 
Agricultural Co-opera tive  Insurance O rganisa tions ,  this met over 12 m onths  
in 1968 an d  1969. Both of these Councils  included representatives of the 
prim ary agricu ltu ral co-operatives; prefec tura l insu rance  federations; and  
Z enkyoren \ as well as men of learning and  experience in economics and ag r i
culture.

These Councils '  reports  were most helpful in d raw ing  up long range plans 
as they indicated ways of  solving several o f  the grave problem s facing the ag r i
cultural co -opera ti \  e insurance business and  i l lum inated  a vision of its future.
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Here 1 would like to in troduce, very briefly, the Second Agricultural 
Com prehensive  Three-Y ear P lan  now in effect and  the plans it con tains  for 
insurance operations.  E xpla in ing  this P lan  m ay also serve, 1 believe, to  illus
trate  the characteristics of the long range plans for insurance organisations .

This Second C om prehensive T hree-Y ear Plan for A gricu ltu ra l C o 
operatives went into effect in April this year. But before the P lan  was finally 
approved  app rox im ate ly  one year  was spent on repeated discussions, bo th  
vertical, th a t  is am o n g  the three o rgan isa tiona l levels, and horizonta l,  tha t is 
within the various nat ional  o rganisa tions .  The results of these intensive 
consulta tions were sum m arised  in a d ra f t  which was presented last O c tobe r  to 
the N ational Congress of Agricu ltura l Co-operatives  in T okyo  which was 
at tended by the residents o f  p r im ary  agricultural co-operatives from  
th ro u g h o u t  J a p a n  and  representatives of the prefectural and  nat ional  federa
tions. Only after full debate  was the p lan  a d o p ted  by the Congress.

As finally app roved  this plan  is d ivided into four m ain  goals. These are;

( 1) s treng thenm g integrated p ro d u c t io n  and  sales systems based u p o n  
the farm complex;

(2 ) developing positive activities to  pro tec t m em bers’ livelihoods and 
health;

(3) establishing land policies and  build ing a more livable local society;
(4 ) conso lida ting  o rgan isa tiona l m anage tnent s tructures and 

strengthening educat ional  an d  in fo rm ational  activities.

While the first goal, th a t  o f  s trengthening  the integrated p ro d u c t io n  and 
sales system based upon  the fa rm  com plex ,  may seem little rela ted  to 
insurance opera tions  since it focuses up o n  farm  m anagem ent guidance, 
sales and  purchasing  - -  it should  be realised tha t  the insurance business is also 
responsible for p roviding the necessary financing for these opera tions  and  
insuring them  against any risks which they m ay entail.

The second goal, p ro tec ting  the m em bers ’ livelihood and  health , is of 
course, the very business of  insurance itself. O ne of the headings u n d e r  this 
b road goal is that o f  generating  m ore positive activities to protec t m em bers ’ 
health. This involves the su p p o r t  o f  prefectural and nat ional insurance 
federations and welfare federations for g roup  check-ups an d  health  co u n 
selling conduc ted  by the pr im ary  agricu ltu ral co-operatives. In some of these 
the two o rganisa tions w ork  toge ther  as when, for example , the insurance 
federations provide medico-mobiles to  go from  place to place an d  the welfare 
federations supply the docto rs  and  o the r  necessary personnel to  these 
travelling clinics. By the same token  there are  also activities u n d er ta k en  by the 
insurance o rganisa tions alone, such as the s trengthening of  insurance and  
financing to  im prove m em bers’ lives an d  welfare; and  this head ing  also 
includes ex pand ing  insurance con trac ts  to  provide fuller coverage for 
members; welfare activ ities for elderly and  o ther  d isadvantaged  m em bers; and 
organisational co -o rd ina t ion  to  facilitate the realisation of  these and  o ther  
goals.

In add i t ion  to  this com prehensive plan  for the entire agricu ltu ra l  co 
operative o rganisa tion ,  there is also a detailed  long range plan  separate ly  
form ulated  by the insurance organ isa tions  to  help give substance to  these 
goals and  to  implem ent those plans for which the insurance organ isa tions  are 
responsible. This is the Agricultura l C o-opera tive  Insurance C om prehensive  
Three-Y ear Plan. Because the P lan  itself is long and  detailed I would like to 
just touch  up o n  the m ajo r  po in ts  only.
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The five m ajor  goals o f  the P lan  may be sum m arised  as follows: ^

(1) Expand ing  insurance coverage,
(2) Accelerating capital fo rm ulation .
(3) Providing low-cost insurance.
(4) Developing welfare activities.
(5) S trengthening  the opera t iona l  base for prim ary co-operatives.

It is obvious tha t all of these goals are in ha rm ony  with the b ro ad e r  plan 
for the tota l agricultural o rganisa tion ,  yet w hat do  they m ean  in practice? F o r  
example , expand ing  insurance coverage sets targets for long-te rm  sums 
insured for us of 46.130 billion yen; an d  for the short- term  sums insured for us 
of 61,920 billion yen and  3,940,000 vehicles covered by com pu lso ry  a u to 
mobile liability insurance by the end of  1976. The goal for im proving  capital 
fo rm a tion  is for 3,880 billion Yen of  insurance funds by the end of 1976. The 
goals for developing welfare activities call for a g roup  check-up for 470,000 
people: old-age health  care for 470,000 people; check-ups for 120,000 drivers; 
au tom obile  inspections for 100,000 vehicles; traffic safety classes for 100,000 
people; and post-accident consu lta t ion  service for 260,000; in 1976. In 
addition ,  detailed personnel plans, facility plans and  budgets are also draw n  
up for the achievement of these goals. At the same time p r im ary  co-operatives 
and prefectural federations also d raw  up their own goals and  im plem enta tion  
p rogram m es which are based upon  the model provided by Z enkyoren .

T hus it may be said th a t  agricu ltu ra l  co-operative insurance long range 
p lanning serves to  clarify for the entire  agricu ltu ral co-operative insurance 
organisa tions the directions to  be pursued  and  the results which m ay be 
expected in developing this sti ll-new business field. As such, long range 
planning has been the prime m oving force behind the strikingly rapid  g row th  
which has been experienced.

The Japanese  econom y now is the centre of s tagnation  and  infla tion  and 
there is particu lar  anxiety ab o u t  the fu tu re  of J a p a n ’s agriculture. Despite this 
we feel tha t we can achieve considerab le  success with the cu rren t  long range 
planning.

T h a n k  you very m uch  for your  kind a t ten tion ,

C H A IR M A N : T h a n k  you, Mr. K okubo ,  for your  very interesting com m ents .
I shall now ask Mr. G rahn ,  w ho also wishes to say som eth ing  on  this 

subject, to step up to the rostrum .

M R. G R A H N : Mr. C ha irm an ,  Delegates. I wish to take up  two problem s. 
Mr. S m ith  has raised one, nam ely  the to p  m anagem ent and personnel involve
ment. We think we have solved we hope  so at all events — this p rob lem  in a 
satisfactory m anner.

T he other one, the p rob lem  of  in form ation ,  seems m ore  an d  more 
com plicated  as we try to solve it.

Let me first briefly present the p lann ing  system we have in troduced  in 
F olksam . You m ay find it close to the one N ationw ide  has. It is not a coinci
dence; the fact is tha t we have studied N a tio n w id e ’s system very closely. We 
learnt a good deal from them  and  we are thankfu l  to them  for their openness 
and generosity.

As M r. Sm ith  has po in ted  out,  we too, have had  some kind o f  plans all the 
time. We have had  well-defined goals and  plans in many areas of activity, even 
though  they were not docum en ted .  It was, however, last year th a t  we
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organised long range p lanning  in a systematic m anner.
D uring  recent years we have felt, like m any  other com panies ,  tha t  we 

must p repare o u rse h e s  for the future. We realised the need to  organise 
ourselves to meet the changes in o u r  C o m p an y 's  environm ent.  We also believe 
that long range p lanning  can m ake all employees w ork tow ards a c o m m o n  
goal.

Now, to long range p lann ing  in F olksam . First, 1 will describe w ha t  long 
range p lanning is in our  C om pany .  W e have divided long range p lann ing  into 
five steps:

Present S itua t ion  Analysis.
Establishm ent of goals.
Planning.
Budgeting.
Follow  up.

We can com pare  these five steps with the five basic ques tions raised by 
Mr. Smith;

W here are we?
W here do we w ant to go?
H ow  can we get there?
W hen do  we w ant to  arrive?
H ow m uch shall we pay for the trip?

1. In  the p resent s ituation  a n a lysis — or where are  we? — we analyse our  
s trengths and  weaknesses f rom  several po in ts  of view, study  the 
C o m p an y  environm ent,  especially o u r  com peti to rs ,  and  the deve lop
m ents  in the insurance industry. By com pleting  it w ith  a pic ture o f  the 
future, we can identify o p portun ities  and  th rea ts  th a t  we expect.

2. Establish ing the goals — or w here do we w an t  to  go? — starts on  the 
basis of step one. We have to  resolve questions such as: W ha t  d o  we 
want to achieve? W ha t  should  be the criteria for success o f  our  
products? W hat rate of g row th  shall we strive for? W ha t  new 
products  and  m arkets  shall we en ter  into? S hould  some products  be 
dropped? etc. Mr. S m ith  also po in ted  out the p rob lem  of goal fo rm u 
lation. Often, goals tend to  be vague, over-optimistic and  unrealistic. 
The success of p lanning  w ould  depend  to  w hat ex ten t the goals can be 
expressed in concrete forms.

3. Next step is to form ula te  p lans — how  shall we achieve the goals 
or how can we get there and  when do  we w ant to arrive? We need to 
work out strategies; priorities; and  p rogram m es. A nd m ake 
docum ented  plans. In order  to  carry  out the plans, the need for 
m easurem ent raises an  im p o r ta n t  question. H ow  m uch  shall we pay 
for the trip?

4 . The budget specifies w hat revenue and  costs we need to  execute the 
plans. H ow  m uch shall we invest in the machines and  buildings and  
how much in the employees? W ha t  rate o f  tu rnover  shall we have or 
d o  we expect? For  a p roper  a l loca tion  of resources, several o the r  
measures of  effectivity and  p erfo rm ance  s tandards  are used.

5. Finally, we have the eva lua tion  an d  follow up.

Now I will describe how we organised the long range p lanning. O u r  long 
range p lanning cycle starts by m ak ing  the s itua tion  analyses, which is done  by 
the Long Range P lanning  G roup .  It is quite a large g roup  represen ting  the key 
producers  of o u r  C o m p an y  da ta ,  for exam ple ,  actuaries, m arke t-p lanners ,
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E D P-sta ff  etc. The w ork of the g ro u p  is co-ord inated  by the P lanning  
division. The g roup  does not itself p roduce  any data,  but it analyses the data  
and statistical in fo rm ation  p roduced  by the line personnel. O n  the basis of the 
analyses the g roup  evaluates the C o m p a n y ’s strengths and  weaknesses, 
opportun ities  and  threats.

T he  s ituation  analyses is presented  to the M anagem ent C ouncil  which 
consists of the m anagem en t and  the six regional m anagers, in all 13 members. 
O n  the basis of the s ituation  analysis, the M anagem ent C ouncil  form ulates 
C om pany  guidelines and  goals, In o rder  to  m ake the goal-setting w ork  effec
tive we have divided the M anagem en t  Council  into four goal-setting groups: 

— P roperty  and  Liability insurance.
Life, Accident and  H ealth  insurance.

-  Marketing.
' A dm inis tra tion .

The m embers of the Long R ange P lanning  G roup  also function  as 
secretaries of the goal-setting groups  accord ing  to their area  of  work. The role 
of the M anaging  D irector in goal-se tting  and  p lanning w ork  is mainly  to  co
ord inate  the goals.

O n the basis of C o m p an y  goals the ac tua l p lanning w ork is done. The 
plans include strategies, p ro g ra m m e s  etc., to  achieve the goals. F o r  this 
purpose we have constitu ted  four P ro d u c t  G roups  at the m iddle-m anage- 
ment level. The plans they m ake include sales targets; price policy; advertise
ment; sales-support; training; staffing; claims settlement; ad m in is t ra t io n  etc. 
The product plans are fo rm ula ted  for  the four m ajor  areas: A utom obiles; 
Fire; Life; and  G roup  Insurances; and  include C o m p an y  activity over the 
three-year period.

As you m ay know we had reorganised in 1972, switching over from  the 
trad i t ional line-staff to the m atr ix  organisa tion .  We decided then to  carry  out 
as m uch  w ork as possible th ro u g h  the project groups. The long-range 
planning model is therefore necessarily based on the project o rganisa tion . 
People are selected from a wide range of  activity to  form small g roups  dealing 
with planning. We have d ro p p ed  the idea of  setting up large centrally placed 
units which can certainly p roduce  elegant plans, but canno t  create contacts 
with the line personnel. It is, o f  course, the la tter  who carry  out the plans. 
Therefore we have a very small p lann ing  division as staff  service to the 
M anaging  Director.  A budget division is placed in the F inance and  E conom y 
Section and a m arke t-p lann ing  division of four  people is placed in the 
M arke ting  Section. All budget ing  w ork  is co-ord inated  by the Budget G roup .

This is, Mr. C ha irm an ,  how we solved the first o f  the two problem s I 
m entioned in the beginning. We succeeded in involving the top  and  middle- 
m anagem ent and  got rid of the  “ p lanner” . We have involved as many 
employees as possible in the p lann ing  work. In tha t way we have been able to 
solve - we hope so -  an o th e r  difficult p rob lem  which Mr. S m ith  raised, 
namely the need to involve m ajo r  line personnel.

The o ther  problem , which we have not been able to  solve, is tha t of 
in form ation .  We consider  tha t  o rganisa tion  o f  C o m p a n y  in fo rm ation  is the 
m ost  im por tan t  d im ension  of planning. The s ituation  analysis is the result of 
in fo rm ation  collecti,on and  processing. It is the basis for fo rm ulating  
C o m p an y  goals. N atura lly ,  the quality  of collected and  processed infor
m a tion  would  determ ine to  a g rea t ex ten t w hat we w an t to  do. W h a t  we have 
to  find out is the system which can  break  th ro u g h  the icebergs of  in form ation
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whicn we have today. W ha t  we w ant is a quick, sm o o th  way of  ob ta in ing  
in fo rm ation  for decision m aking  at all levels. We find tha t o u r  technical 
capability  to  adm in is te r  da ta  is increasing rapidly, thanks  to  m odern  
com puters .  But we get d isappo in ted  by o u r  inability to  get the required 
in fo rm ation  in time. W e are m ore convinced today  th a t  success in p lanning 
will depend  on  o u r  success in the in fo rm ation  m anagem ent.

M r. C h a irm an ,  1 would like to point ou t  once aga in  tha t  we are still at the 
beginning of  o u r  jo b  of long range p lanning. If the system has to  be successful, 
the m anagers  and  m iddle-m anagers  have to change their  job-designs. This 
canno t be achieved in a short time. After 2-3 years o f  experience, we shall 
perhaps  be able to report to you furthe r  developm ents.

T h a n k  you.

C H A I R M A N :  T h a n k  you  very m uch  Mr. G rahn .
Are there any  o ther  speakers who w an t to  talk on this subject?

M R . R A T N A M : I am  a little puzzled, Mr. C h a irm an .  Mr. S m ith  has indeed 
given us a lot o f  food  for thought.  He has given us an  insight into the 
intricacies of N a tio n w id e  th rough  the m edia o f  an  excellent P aper  read before 
us this m orn ing . But I am  w ondering  w hether ,  with the rap id  changes tak ing  
place in the world today, we can m ake  any  long-term  plans. W ith inflation 
growing s tronger  and predic tion  o f  recession on the horizon, w hat is the 
fu turi ty  of long-te rm  planning? Will Mr. S m ith  kindly com m ent?

C H A I R M A N : T h a n k  you, Mr. R a tnam . A ny o ther  delegate w ho wishes to 
speak or  to  pu t questions to  Mr. Smith?

M R . B L O M Q V IS T : This is a question , o r  r a th e r  a po in t I would  like to  m ake, 
which is very similar to the one tha t  was taken  up  by the previous speaker, and  
it concerns the  traps  to  be avoided in long-range p lann ing  tha t  Mr. S m ith  
m entioned. A m o n g  the traps which he m en tioned  was the failure to  develop 
com pany  goals which are suitable for fo rm u la t ing  long-range plans. He also 
said th a t  two o f  the m a jo r  dangers were s ta ting  goals th a t  are too  b ro ad  and  
too  vague; and  also tha t  long-range p lann ing  begins by es tablishing objec
tives and  guidelines. He stressed the im portance  o f  the top  m anagem en t  being 
involved in the p lann ing  process.

M uch  o f  this p lann ing  tha t  is u nder taken  to d ay  is resting on the principle 
tha t you  first have to  put up the goal and  then you  m ake  the plans. I th ink  tha t 
it is a  very im p o r ta n t  principle and  it goes a long  with m uch  of  w hat has been 
said here earlier. But I th ink  tha t  there is a d an g e r  involved in this principle 
too, especially when it com es to the role o f  the m an ag e m en t  in the p lanning 
process. If the m ain  p lanning  jo b  o f  the  to p  m anagem en t is seen as 
developing policy guidelines; goals tha t  can  be b roken  dow n  in to  partia l  goals; 
strategies; plans and  p rogram m es; I am  afraid  th a t  top  m anagem en t  will not 
be fulfilling its m a in  purpose. This model,  goal first and  then plans, I th ink  is 
most suitable for  p rob lem s where all factors are know n already; tha t is 
prob lem s concern ing  how we shall increase the in te rnal effectiveness of  our 
Com panies.

A nd if we stress this model too  m uch  I th ink  th a t  top  m anagem ent will 
turn  to  budget ing  activities - a l though  on a high level you m ight say. W ha t  I 
th ink th a t  top  m a n agem en t  should  do is to  spend m ore  time in discussing the
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necessary n o rm s  for ac tion  to be taken; they should  discuss s tandards  
accord ing  to  which we can assess what we are  do ing in our  efforts on  the 
m arket;  they should  take up possible or desirable hypotheses for the develop
ment of the C o m pany ;  and  w hat is very im p o r tan t ,  they should spend much 
time on o rgan isa tiona l  s tructure th a t  is m ost suitable for the ad jus tm en t tha t 
we have to m ake  in a very chauging  env ironm ent.  A nd w hat is more, I think 
one of  the m ost  im por tan t  questions th a t  we should  spend time on, is to 
discuss how  are  we going to integrate the necessary learning and  the develop
m ent in o u r  various functions in o u r  o rgan isa tions  to  preserve our  fitness to 
survive in this very much changing  world.

W ha t  I m ean  is tha t  top  m anagem ent shou ld  not spend so m uch  time on 
ques tions like, for example: Shall we increase our  m arke t  share of  a u to 
mobile insurance by 5% over the next five years? I th ink  instead top  
m anagem en t  should  spend more time on questions like:

W ha t  are  the prospects of in te rna tiona l com pan ies  en tering  our  m arkets  
when the legislation permits freer m ovem ent across borders?

W ha t  is the significance of the d eve lopm ent of electronic da ta  processing 
in the field o f  m arketing?

Are we as an organisa tion  flexible en o u g h  to  meet all the possible 
s ituations th a t  will com e up in the future?

W ha t  is the  significance of the co nsum er  regions for  o u r  com pany?
These are the type of questions which I th ink  top  m anagem en t can  use to 

develop strategic guidelines; to develop new ideas for new products  and  
markets;  to  suggest what kind of o rgan isa tiona l  changes th a t  we have to  make 
to  take into  acco u n t  the problem s an d  the changes in the Society; and  also the 
need for the deve lopm ent of, which is m os t  im p o r ta n t ,  o u r  knowledge and 
skills. This is one of the points 1 w ould  like to  make, to  put a little m ore 
em phasis on  w ha t  is the top  m an ag e m en t’s role. T h an k  you.

C H A I R M A N : T h a n k  you, Mr. Blomqvist.
Any o ther  speaker?

M R. H A R R I S O N :  First,  1 would like to  express my apprec ia t ion  of the P aper  
tha t has been presented by Mr. S m ith ,  particularly  on planning. 1 would, 
however, like to  d raw  a t ten t io n  to his s ta tem ent,  in which he points out tha t  as 
funds of N a tio n w id e  have developed they began  to direct some o f  their 
resources to  needs beyond the field of insurance and  acquired  or  form ed 
several affiliated com panies. He po in ts  ou t  th a t  in add i t ion  N ationw ide  
ac tivated an  insurance and  financial services ho ld ing  co m p an y  which has now 
jo ined with a West G erm an  mail o rder  and  d ep a r tm en t  store chain to  form 
N eckura, a G erm a n  p roper ty  and casualty  insurer. Now it seems to  me tha t 
there m ay be incom patab il i ty  here with the objectives th a t  were s ta ted  quite 
clearly in the P ap e r  of Mr. Back this m orn ing  an d  also in the supporting  
speech given by Mr. K ularajah .  It seems to me th a t  if in fact an insurance 
com pany  is en ter ing  an o th e r  country . West G erm any  in this instance, and 
associa ting  w ith a private mail order  and  d e p a r tm e n t  store chain , tha t this is in 
fact incom patib le  with a need to establish a s trong  co-operative sector in the 
econom y. A nd as a m em ber  of the C en tra l  C om m ittee  of the I.C.A. 1 would 
point ou t ou r  concern  with the difficulties now  being encountered ,  pa r t i 
cularly by the West G erm an  consum er m ovem ent ,  who need, not the inter
vention of activity in the private sector in West G erm any ,  but in fact support
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from  it. 1 w ou ld  like Mr. S m ith ’s com m en t on  this, which 1 th ink  is really an  
inconsistency. I hank you.

C H A I R M A N : T h an k  you, Mr. Harrison.
A ny o ther  speaker?

M R. P. D. .JO H N SO N : I would like to  ask ju s t  a few short-range questions.
I was very m uch  in sym pathy with Mr. B lom qvist’s com m ents  because I 

th ink tha t  it is necessary to move from the ra th e r  nebulous  fo rm ula tion  of  the 
long-term fu ture  to  som eth ing  which seems tangible and  means som eth ing  to 
the m anagers  w ho are going to  have to  carry  o u t  the policy. As Mr. R a tn am , 
who referred to  the prob lem  of the m o m e n t  -  inflation ~ we get the 
impression tha t  the long-term future is rushing up tow ards  us very quickly and 
1 imagine tha t  som e people have been w onder ing  w hether  they can afford  the 
luxury of  long-range p lanning  at all; and  this relates to  the p roblem  referred to  
in Mr. Sm ith 's  P aper ,  tha t of the choice o f  the personnel to  be engaged in long- 
range pla-nning.

1 th ink tha t  if it is going to  be effective long-range p lanning  has to  involve 
quite a num ber  of  people who have had  experience of high-level decision 
taking. A nd at a time when the rapidly chang ing  env ironm ent referred to 
seems to  be forem ost in o u r  minds, those people will tend to  be needed to  cope 
with it. So perhaps  I could fo rm ulate  specific ques tions to Mr. Smith: H ow  
often has a notice been sent round  saying the meeting of  the long-range 
p lanning com m ittee ,  which should have been held last m on th ,  will s tart  in one 
hour 's  time? But perhaps a little m ore seriously: H ow  frequent are the 
meetings of these com m ittees? And, as o u r  p roblem s have been getting more 
difficult lately: Have the meetings become m ore frequen t because the fu ture  is 
assum ing more im portance ,  or less frequent because people do  not have time 
to  consider  long-range planning?

C H A IR M A N : T h a n k  you Mr, Johnson .
A ny o ther  speaker? No? Then I now invite Mr. S m ith  to  reply to  the 

various observa tions  and  questions which have been put to  him.

M R . S M IT H : Mr. C ha irm an .  I am  going to  try to  answer m ost o f  them. I 
made copious notes but if I miss one or two, o r  do  no t respond, 1 am  sure the 
ques tioner  will b r ing  it to my attention.

First, I would like to  com m en t on the very fine p resen ta t ion  m ade by Mr, 
K.okubo. The record  of  his C o m p an y  w ould  indicate th a t  perhaps  we should 
be com ing to them  for advice on the subject o f  long-range planning. The 
record of  their  g row th ,  the way they have gone a b o u t  it and  some of  the 
successes tha t they have had  in meeting their  goals, certainly leave me very 
envious and  I am  sure would leave most o f  the people in o u r  organisa tion  
likewise.

The F o lksam  G roup, also, sound like they have a very com prehensive 
system. T here  was a m en tion  of in fo rm ation  and  the possible lack of all the 
in fo rm ation  tha t was needed in order  to do  an  a d e q u a te  job .  While 1 skipped 
lightly over tha t,  I guess I would have to say th a t  1 would  jo in  with them  in 
saying tha t  we do  not have everything we would  like either. It is still a p rob lem  
in our  C o m p an y ,  particu larly  from  the outside. A lth o u g h  you know  w hat is 
the climate in which we are operating , how can we get all o f  the dem ographics
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and the factors th a t  will affect the future of the C o m p an y ,  and  the services they 
can render?

W e hope to  m ake greater use o f  models in decision m aking  again, 
a l though  I would  have to com e back and  say tha t m any  of  o u r  problem s are, in 
this area,  similar to  those th a t  you outlined. T here  was a com m en t m ade that 
with all o f  the uncertain ties in the world today  and  the very rapid  changes that 
are going on, how can we ever get a base on  which to  do any  planning. And 
maybe, 1 suppose, the coun ter  to tha t is “T ake  it as it comes up and  do  the best 
you can with it." If 1 may say so W'e recognise likewise tha t  it is difficult it’s 
darned  difficult! I do  not know  how successful we are going to  be but we are 
going to give it a good  try. We know as it was b ro u g h t  out, tha t  in our  shifting 
times w hat is an assum ption  one can m ake  today  with some feeling of com fort,  
six m onths  from  now  is not so. The whole econom ic  s tructure  and  picture 
upset a num ber  o f  my colleagues many times in the last year, and  1 am  sure you 
have seen this too. You used to be able to say: “ If this happens  you can expect 
this to follow in six m onths ,  o r  som ething like th a t . ” Well, everything seems to 
be upside-dow n now  and  you get a whole new set of, sha 'l  we say, factors tha t 
relate and  in ter-rela te to  each other in the econom ic  scene. We hope to be able 
to integrate this bu t  it will take some fancy fo o tw o rk  if we are going to have to  
stay on top  of it, bu t  I th ink  we feel, in fact I. k n o w  we feel, th a t  we like to 
anticipate w hat is going to happen  and do  the best we can with it; a t  least p er
haps we will be 50% right, I do  not know. 1 did no t  m ean  to  hold  out, if tha t  
was the in te rp re ta t ion  that cam e from my Paper,  tha t  one can predict every
thing in advance an d  tha t you  can make a set o f  a ssum ptions  today  tha t  will 
hold forever. T h a t  ju s t  is not so; and we will have to  live and  m ake do with 
w hat we can; m ake  the best assum ptions we can. I indicated  th a t  we were in the 
process of  revising ours  right now, and  1 expect  we will be revising them  again 
as we go along, and  we may have to  a l ter  o u r  p lans and  o u r  goals.

Now as regard ing  top  m anagem en t em phasis ,  we feel th a t  top  m anage
ment must be involved.

The ques tion ,  I guess it was presented in sort of  a h u m o ro u s  s ituation  but 
it does present a p rob lem  we have had too ,  o f  f inding time on the part o f  the 
top  m anagem en t g roup  to -m eet regularly. The ques tion  was asked; “ How 
many times have we h ad  to p os tpone  the meetings an d  how  frequently  have we 
had our meetings?” F ro m  where I sit back at the office 1 would like to see us 
have more frequent meetings, and  1 recognise tha t  th a t  takes m ore  delegation 
on the par t  o f  the senior m anagem en t th a t  is involved, to  move some o f  the 
day-to-day  opera tions  into the hands of the ir  subord ina tes  hopefully to 
develop them. The top  m anagem en t spends m ore  tim e on w hat the factors out 
ahead are and  how the C o m p an y  should be ad a p t in g  or  laying plans to  e ither 
capitalise or co m b a t  them. P lanning  may be futile b u t  1 like to  th ink  th a t  it is 
really the only answ er  we have to to d ay ’s ever-changing  situation. I just ca n 
not imagine sitting an d  waiting and  maybe letting it happen .  M aybe it is going 
to happen  to  you  anyhow , but 1 would like to go at it and  see if there was som e
thing I could do  a b o u t  it. As 1 said, maybe we can c o m b a t  50% of it, I do  not 
know.

There was a reference made to the affiliated C om pan ies  and  our  jo in ing  
up with the G erm a n  mail order  house and , if you d o n ’t m ind, I w ould  like to 
ask my associate who, over som e previous years anyhow , m aybe not cu r
rently, had  a lot of backg round  in this area  — and  I am  referring to  Mr. D o n  
Jo h n so n  — to co m m en t on the reasonableness of em bark ing  on
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such a p rogram m e.

M R . D. E. J O H N S O N : T h an k  you, Mr. Sm ith , I’ll be glad to try.
The move into G erm any  m ay have been ill-advised. The enterprise took  

far longer to  develop th a n  we had an tic ipated  and  we were forced to  m ake  a 
much, m uch  greater investment than  we had  expected. At the m om en t ,  given 
all the uncertain ties o f  life in the m o to r  insurance business, it ap p e a rs  to  be 
successful.

O u r  pa r tne rs  in G erm any  are  the N eckerm ann  D e p a rtm en t  S tore  and 
M ail-O rder  House. T hey  m arke t  a wide range of  services an d  p roducts  of 
good  quality  at a m in im um  price. They are  good  people and good  partners .

In this project, we consulted  a long the way with o u r  friends in the co 
operative insurance m ovem ent in G erm any. A nd, at one stage, the R aiffe isen  
G roup  were a  prospective third p a r tn e r  in the enterprise.

C erta in ly  w ithout the help of the  Volksfursorge, the venture never would 
have gotten  u nder  way at all. Mr. Rittner,  many, m any  thanks  to  him, helped 
us with the “green-card” problem. As all o f  you  from  Europe  are aw are I’m 
sure, w ithou t  the ability to  issue “g reen-cards” to  au tom ob ile  policyholders, 
no  con tinen ta l  insurer could go.

While 1 say wc m ay have been initially ill-advised, we do  no t apologise. 
G entlem en, I th ink  every one of us in this ro o m  is in bed with private  capita l 
every day of  o u r  lives in the insurance business. Certainly, by par t ic ipa tion  in 
o u r  respective capital m arkets,  e.g., th ro u g h  ow nersh ip  of  industria l  bonds, 
equity  shares and .  yes, ju s t  pu tting  our  m oney  in the bank , we furnish  our  
resources to  the  private sector in m any and  various ways.

So perhaps  from a purist doctr inal  s ta n d p o in t ,  we’re not in line with co 
operative principle. Yet you and  I know  it is a necessity — living in this 
com peti tive insurance world  to  provide a reasonable  yield on investments 
tha t  will perm it  us to  price our  products  com petitively with o u r  private 
capitalist com peti t ion .

A ny th ing  m ore  or o ther  questions? I th ink  tha t  com pletes my sta tem ent.

M R . S M IT H :  T h a n k  you, Mr. Jo h n so n .
Mr. C h a irm an .  1 hope  I have covered all the o the r  questions. I did the 

best 1 could in m ak ing  my notes but if I over looked  som eth ing  or if 1 did not 
cover com pletely  any o f  the points th a t  were m ade  by the several o the r  good  
questions th a t  were raised, 1 would be hap p y  to  try  to com m en t on them  now.

C H A I R M A N ;  T h a n k  you  Mr. Smith. I th ink  you  did you r  best to  meet the 
various rem arks  and  questions which were put.  The lively discussion that 
occurred  is a show  of how' much your  P ap er  has been apprecia ted .

Does anyone  w'ish to  raise any further  po in ts  with Mr. Smith?

4. Report from  the International C o-operative Reinsurance Bureau

C H A IR M A N : Gentlemen. Before p roceeding  to  the next item I w ou ld  like to 
inform you tha t  when your  Executive C o m m ittee  met yesterday it u n an i
mously appo in ted  Mr. Peter J o h n so n  as Secre tary  of the In terna t ional  C o 
operative R e insurance Bureau in place of  the late Mr. H arry  Knighton. Mr. 
J o h n so n  is an  ac tua ry  and  the Assistant G ene ra l  M a n ag e r  o f  the C o-operative

52



Insurance S o c ie ty  in M anchester.  This is his first a t tendance  at one of  our  
conferences and  it gives me much pleasure to  in troduce  him to you  and  ask 
him to m ake a few com m ents  on the in terim  I .C .R.B. Report ,  which has been 
circulated to  you.

M R . P. D. JO H N S O N : Mr. C ha irm an ,  Fellow  Delegates. I should  like to  
begin my R eport ,  Mr. C ha irm an ,  by add ing  a few rem arks of my own to those 
you  have a lready  m ade ab o u t  H ar ry  K nighton ,

We had  been close colleagues, especially in the  last tw o or th ree  years 
before he died, and  a lthough  our  w ork  toge ther  had been mainly concerned 
with th e d irec t  business of the C.I.S ., 1 was a lready  b ecom ingaw are  o f  the high 
regard in which he was held by the co -opera tive  insurers in o ther  countries  — 
an  im pression am ply confirmed by com m en ts  which have already been m ade 
to  me this week. This was in no way surpris ing  to  me since he was very popu la r  
within the C .I.S . -  am o n g  all levels o f  the s ta ff  w ho knew him — and  was 
widely respected in the British insurance industry ,  in which he played a lead
ing par t  in several jo in t  ventures. His services to  insurance in M ancheste r  were 
recognised in 1973 when he had the h o n o u r  of being elected P residen t of the 
M anchester  Insurance Institute — the oldest such institute -  in its cen tenary  
year.

He and  I had  different backgrounds; I was an  ac tua ry  and  he was no t — 
or as m ost o f  you would  no d o u b t  say, he was norm al — but his sense of 
tolerance responded  to  the challenge of  tha t  s ituation .  F o r  countless reasons, I 
felt a deep persona l  loss in April this year.

W hen H ar ry  K nighton  was appo in ted  Secre tary  of the Bureau in 1966 he 
was following J o h n  N utta ll  — a v igorous personality , as m any of  you  will 
know  just as well as I do  — and it w ou ld  no t surprise me if H arry  ap p ro a ch ed  
the task  with some trepidation .  You can imagine how I feel now, faced with 
the jo b  of following J o h n  Nutta ll  an d  H ar ry  Knighton . It is encouraging, 
though , to  com e to  my first l .C . l .F .  conference and  find such a friendly crowd 
of people.

Before I becam e Acting Secretary an  im p o r ta n t  decision had been taken  
by the Bureau C om m ittee ,  namely to ap p o in t  a  M anager  to  encourage the 
developm ent o f  exchanges of business th ro u g h  the  Bureau. Several o f  you  will 
a lready have m et Mr. Briscall, w'ho was a p p o in ted  earlier this year, and  I hope 
he will be able to  meet all of you before this C onference is over.

C H A IR M A N : M ay I in te rrup t you ju s t  for a second, Mr. Johnson .  M a y  1 ask 
Mr. Briscall to  s tand  up so tha t  everyone can have a look at him. T h a n k  you.

M R . P. D. J O H N S O N : Mr. Briscall is p lann ing  to  visit several offices in the 
com ing m onths ,  partly  to  extend his own experience and  partly  to  m ake 
further  contacts,  and  I hope — as I know  the o th e r  m em bers  of the C o m 
mittee do — th a t  he will receive an  encou rag ing  response when he com es to 
call on you.

I shall now  tu rn  to the Bureau R eport ,  w hich is in tended to be a review of 
the activities o f  the Bureau since the last conference in 1972.

You will see tha t  in the two years since the last report  there have been 
reductions in the num ber  of Bureau Offices and  reinsurance contracts ,  even 
though  there has been an  increase in p rem iu m  incom e exchanged  to  £ 8.6 mil
lion.
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I m ention  in the Report two reasons for these reductions - -  the n a t io n a l
isation of  Indian  insurance business and  the merger o f  A.U. and  M .L .U . of 
D en m a rk .  O ther  reductions in the n u m b e r  of contracts  arose from  a review of 
the P rope r ty  Q u o ta  Share and  Surp lus  Treaties o f  C ooperativa  de Seguros  
M ultip les o f  P uerto Rico, which m ean t th a t  owing to the high liability in
volved the  business was placed in the m a rk e t  specialising in C en tra l  and  S ou th  
A m erican  proper ty  risks. In G rea t  Britain, s ta tu to ry  changes in the definitions 
of the classes of  insurance business led the C .l .S . to  review its reinsurance 
requirem ents  and , with an increase in retentions,  to  merge its F ire  and 
Accident Treaties. Also, Nationw  ide decided to  cancel one of  its P rope r ty  
Excess covers.

Reinsurance a r rangem ents  are subject to con t inuous  review to  m eet the 
changing  reinsurance requirem ents  of Bureau Offices, and  we m ust expect old 
con trac ts  to  be cancelled from  time to  time. However, with the trend tow ards 
larger units  of risk - and here I am  not referring to  infla tion  -  there should  
be an  ex tension  of  reinsurance needs and  therefore plenty of  o p p o r tu n i ty  to 
replace cancelled contracts  by o ther  contracts  or by increased shares in 
existing contracts .  C om pan ies  also need to review their  reinsurance a r ran g e 
ments in the light of the curren t  econom ic storm s - or perhaps we should  say 
in the da rkness  of the curren t econom ic storm s - with their  high rates of 
inflation and  widely lluc tua ting  exchange rates.

As Mr. K nighton  pointed  out at  the last conference, “we do  not pretend 
to be a selling o rganisa tion" ,  but we do  believe tha t the Bureau can provide “a 
m edium  w hereby insurance co-operatives th ro u g h o u t  the world can exchange 
re insurance on reciprocal terms, thereby reta in ing reinsurance in the co
operative sector w hich would o therwise flow to  the professional m a rk e t .” The 
objective o f  the Bureau is to  expand  the exchange and  business between 
Bureau Offices, and  Mr. Briscall’s ap p o in tm e n t  to which I have a lready 
referred, is aimed at achieving tha t objective.

You will see from the R eport  tha t  currency lluc tua tions  have had  a 
m arked  effect on the com par ison  between 1972 and  1974 in the to ta l p rem ium  
income, expressed in pounds  sterling, in a world of rapid  inflation we ca n n o t  
afford to  look com placently  at the increase in prem ium  income exchanged 
over these two years.

T he  Reinsurance Officials of Bureau Offices, at their  recent very 
successful meeting in Vienna, spent the whole of  one m orn ing  discussing the 
effect of currency f luctuations an d  in f la tion  on  reinsurance. They agreed 
tha t  insurance and  reinsurance com pan ies  should  do their u tm os t  to  reduce 
the time-lags tha t occur in the subm ission o f  accounts ,  rem ittance of balances 
and  settlement of claims, and thereby avoid  the d is tortions tha t  would  o th e r 
wise result. It was also suggested tha t  d irect insurers should m ake grea ter  
efforts to  achieve increases in sums insured.

The meeting of R einsurance Officials was held at the Head Office of 
W iener Sti^idti.sche who acted as hosts for the fifth meeting. 1 have recorded the 
C o m m ittee ’s apprec ia t ion  for the efforts of  Mr. Binder and  his colleagues, Mr. 
Kropll.  Mr. H ofm an ,  Miss Vorsilak and  m any  others who m ade the m ee t inga  
m em orab le  one for those a ttending. O u r  th a n k s  also go to  Mr. K nut L indberg  
who acted as C h a irm an  for the full meeting.

Ihere  were 30 representatives a t  the meeting, the highest n u m b e r  of 
par t ic ipan ts  at any of  these meetings held so far. The subjects discussed, in 
add it ion  to  those  I have a lready m entioned , ranged from  reinsurance of  e a r th 

54



quakes and  na tu ra l  ca tas troph ies  to  m ethods  of eva lua ting  reinsurance offers; 
and  from  the effects of No-fault  legislation in m o to r  insurance on  reinsurance 
cover to  the possibilities o f  setting up an  Underwrit ing  Pool o f  European  
Bureau Offices, Ten  technical Papers  were prepared for the meeting and  
par t ic ipan ts  in troduced num erous  supp lem entary  P apers  to present their own 
views, including details o f  each C o m pany 's  reinsurance program m e.

O ne of the items discussed was the Fire Facultat ive Facility. As you will 
see from  the R eport  this Facility is an  agreem ent between 16 Bureau Offices to 
provide cover up to a m ax im um  capacity  of  currently  nearly £300,000 for fire 
facultative risks ceded by Bureau Offices which have been accepted as Ceding 
Partic ipan ts .  The Facility was conceived at a time in 1969 - when there
was a lack of reinsurance capacity  in world m arkets  as a result o f  increases in 
sums insured and poor  results in fire business. It was in tended as a m eans of 
p ro \  iding Bureau Offices with facilities which they had difficulty in ob ta in ing  
in their ow n m arkets,  and to enable  some offices to write a larger share of first- 
class co-opera tive  business. The developm ent of greater capacity  in the 
m arke t  has m eant that the n u m b e r  o f  cessions to the Facility has not been as 
high as was originally expected. Nevertheless, as you  will see, there were 254 
cessions in force in M arch  1974, w'ith a p rem ium  income in 1973 of over 
£31,000.

Following the discussions in Vienna m ore  offices have now expressed an 
interest in partic ipa ting  in the Facility, e i ther  as a Reinsurer  o r  as a C eding 
P ar t ic ipan t,  and a full-scale review of the agreem ent as from 1 st .January next 
year is being under taken  to pu t  this into effect. O ne im p o r ta n t  change being 
m ade to the Facility is to allow the C eding  P ar t ic ipan t to  cede up to seven 
times its ow n retention , subject to the m ax im u m  of the Facility. At the 
m om en t this is also restricted by the a m o u n t  the C eding P ar t ic ipan t accepts as 
a  R e insuring  Partic ipant.  This change will enable offices to  cede larger 
a m o u n ts  within the capacity  provided and  it is hoped  tha t m any  m ore offices 
will now partic ipa te  in this Facility.

Finally. I would like to  end by posing the sam e question  tha t Mr. 
K nighton  posed in his report to  your  last conference; “ Is the Bureau offering 
the type of  service tha t  the M em bers  need?” The Bureau S ecre tar ia t exists to 
assist Bureau Offices in exchanging re insurance business, and  to give advice 
and  assistance on various reinsurance m atters.  1 hope tha t  Bureau Offices will 
write to  me if they feel that the Bureau should  be capable  of  do ing  m ore -  
especially if they are p repared  to  m ake suggestions as to how this might be 
achieved.

C H A I R M A N ;  T h an k  you. Mr. .Johnson. Gentlemen. As 1 said this m orn ing , 
this is no t  an  adm inistra tive conference - you are not asked to  accept o r  to 
reject a report  -- but if any of you  have any  questions to put on  tha t  Report ,  
Mr. Jo h n s o n  would be very pleased to answ er  them.

Are there any questions?

5. Report from the Insurance D evelopm ent Bureau

C H A I R M A N :  We will go on to  the next item which is the l.D .B. Interim 
Report .  This was to have been presented by Mr. Back but in his absence the 
A ssistant Secre tary  of  the I .D.B., Mr. D ahlberg ,  will present the Report.
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M R . D A H L B E R G : Mr. C ha irm an .  Fellow Delegates. This m orn ing  we 
discussed the role of a co-operative insurance society in the developing 
countries. It was then pointed  out tha t the co n tr ibu t ion  which insurance can 
m ake to the ir  developm ent process is no t  always fully apprecia ted .  M ost 
governm ents  ignore the true  po ten tia l o f  co-operatives. I here is, however, an 
accelera ting interest for start ing  co-opera tive  insurance opera tions  in 
developing countries. The functions of the l.D .B . are to co-ord inate  the assis
tance activities o f  this Federa tion  an d  actively w ork  for the p ro m o tio n  of  new 
ventures in these countries.

As of to d ay  the l .D .B . has the following members:
Mr. Klas Back, F olksam , —  C h a irm an  and  Secretary 
Mr. O tto  Binder, W iener S tad tische, A ustr ia  
Mr. W. E. F itzpatr ick , N ationw ide, U .S.A.
M r. Teunis H aa lboom , C .I.A .G ., C a n ad a
Mr. Kjell Floller, S am virke , N orw ay
Mr. S. K okubo ,  Z enkyoren , J a p a n
Dr. G erhard  Schubert,  R aiffeisen , W est G erm any
Mr. R obe rt  V anderbeek, League Life, U .S.A.

Since-the W arsaw  Conference in 1972 the g roup  has held two regular 
meetings; last year in W iesbaden, West G erm a n y  and  two days ago here in 
Tokyo.

As to co-opera tive  insurance deve lopm ent in different parts  o f  the world, 
most o f  the newly-started opera tions  are to be found  in Latin America, which 
is largely due to the vigorous w ork  and  co n tr ib u t io n  m ade by the N orth  
A m erican  M em ber  Societies. In m ost Latin  A m erican  countries and  o rgan isa 
tions with which we are working, co-opera tive  insurance opera tions  are 
experiencing a steady grow th  in p rem ium  volume, new p roducts  and , in 
general, favourab le  loss ratios. All countries  in Latin  A m erica are going 
th ro u g h  an  infla tionary  process which, to  som e extent,  is affecting expense 
ratios. It m ay also be reported  tha t  in all cases the co-opera tive  insurance 
organ isa tions  are actively looking for the im p lem enta tion  of new plans and  
p rospec ting  new markets.

M ost o f  the insurance co-operatives s ta r ted  with credit un ion  insurance 
and  are now' es tablishing rela tionships with o ther  types of co-operatives. Lhe 
countries  with which we are concerned in Latin  A m erica  are: Bolivia, Chile, 
C o lum bia ,  E cuador.  G uatem ala ,  N icaragua, Peru  and  Venezuela. The m ajor  
co n tr ib u to ry  factor to  why we can con tinue  to  expect a favourab le  
developm ent in Latin America is th a t  of M r. A lfredo Lanza. As an  I .C .A ./  
I .e .  I.E. Regional expert on  co-operative insurance, s ta rt ing  in J a n u a ry ,  1974, 
he is keeping con t inuous  contac t with the various co-operative insurance p ro 
gramm es. His work is co-ord inated  by Mr. V anderbeek. The costs o f  his 
upkeep and  travel are met equally by this F edera tion ,  League L ife  and  Cuna  
M utual.

With regard  to Africa. l.D .B. is m a in ta in ing  close contac t with the co
operative m ovem ent in a num ber  of  countries. In Kenya and U ganda  there 
have been very successful co-operative insurance agencies. It can  now be 
repor ted  th a t  there are advanced  plans for s ta rt ing  insurance societies in 
Kenya and  U ganda  as well as in G h a n a  and  Nigeria. The draf t ing  of by-laws 
has been com pleted  and  applica tions for registra tion  have been filed with the 
authori ties .  O nce a co-operative insurance society, in one or  all o f  these 
countries  ju s t  m entioned, gets its opera tions  s ta rted  it will serve as an  im p o r 
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tan t  exam ple  for o the r  African countries. A nd ,  hopefully, we m ay soon have 
as favourab le  developm ents  in this par t  of the world as in Latin  America. The 
l .D .B . is w ork ing  hard  to  place an  expert on  co-opera tive  insurance with the 
I .e .  A. Office for East and  C en tra l  Africa. S uch  an  exper t  can regularly visit 
the m ovem ents  and  provide the services required  so tha t  a  m ore  speedy 
developm ent can be seen. We had  reached quite far w ith  these plans, but had 
to  face a se tback in the realisation. After having reviewed the m a tte r  at  the 
recent l .D .B . meeting here in T o k y o  a sa tisfactory so lu tion  is expected.

In Asia, l .D .B . and  I .C .I .F . m em bers  keep close contac t w ith  the co 
operative m ovem ents  in Indonesia , Sri L an k a ,  T hai land ,  T a iw an  and  the 
Philippines. A t its recent meeting l .D .B. expressed its apprec ia t ion  of  the 
w ork  carried  ou t by Mr. K ulara jah  and  his colleagues at M .C .I.S .  in assisting 
o u r  co -opera tive  friends in the Philippines to  get their  co-opera tive  insurance 
society off the ground .  A feasibility study has been conduc ted  in Sri Lanka.

F o r  this developm ent w ork  it is im p o r ta n t  to  establish con tac t  with 
governm ent aid agencies as they can serve as possible funding  sources. 
T h o u g h  the Executive C om m ittee  is very sym pathe tic  to  this w ork  we, o f  
course, w an t  to utilise, if possible, o the r  fund ing  sources. Also the U.N. family 
has to  be ap p ro a ch ed ,  especially U N C T A D ,  which is the specialised United 
N ations Agency  dealing  with insurance. Therefore,  the l.D .B. S ecre taria t has 
p roduced  a d o cum en t  entitled “D o c u m e n t  on l .D .B . and  U N C T A D  
C o l la b o ra t io n ” , which is in tended to  serve as the base for a widened dialogue.

l .D .B . was consequently  represented  as an  O bserver  a t  the S ix th  Session 
of  the U N C T A D  C om m ittee  on Invisibles and  F inancing  related to  T rade  
held in G eneva in July ,  1973. l.D .B . rep resen ta t ion  a t  selected in te rna tiona l  
conferences is considered im portan t .  Dr. S chuber t  thus  partic ipa ted  a t  the 
“Third  A frican  Insurance Conference" held in Y aounde ,  C a m e ro o n  in Ju n e  
this year, an d  the A ssistant Secre tary  par t ic ipa ted  a t  the Third  In terna t ional  
C onference on Co-opera tive  T hri f t  and  C red i t  in L o n d o n  in Ju n e  this year.

It shou ld  also be reported  tha t  l .D .B . organised  a sem inar  on  engineering 
insurance w hich was held in M unich  in M arch ,  1973 to  which I .C .I .F .  non- 
Life M e m b er  Societies were invited to send delegates. Som e 25 delegates from  
13 countries  to o k  part.  As this was a technical sem inar, co l labo ra t ion  was 
sought f rom  M unich  R e  which provided a g rea t n u m b e r  of highly com peten t  
technicians as lecturers.

Allow me to wind up this Report ,  Mr. C h a irm an ,  by underlin ing one of 
the problem s with which we are faced. The requests for technical assistance 
are accelerating and  our  responses m ust keep pace. One of the key issues is to  
find the right type of  person to und e r ta k e  expert  assignments in develop ing  
countries. T he best source for recruiting experts  is I .C .I .F . M em ber  Societies.

We have learnt f rom  experience th a t  the acceptability  o f  the exper t  to the 
m ovem ent and  his ability to ob ta in  the co o pe ra t ion  of  the governm ent and  the 
various co-operatives to  endorse an d  p ro m o te  the establishment and  develop
ment for co-operative insurance, m ay be even m ore im portan t  than  his 
insurance technical skills. However, we will con t inue to need the full 
coopera tion  of the I.C .I .F . M em ber  Societies in providing the technical skills 
by way o f  experts.

Y ou m ight ask: “W hy sacrifice the services of a key actuary, underw riter ,  
claims m anage r  or adm inis tra tive d ep a r tm en t  head for three m onths ,  a year 
or two years?” Besides the ra the r  general a rgum ents  a b o u t  helpm g 
strengthen the world-wide co-operative m ovem ent and  ab o u t  o u r  m ora l
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obligations to  give assistance, a good  case can be made for such a “sacrifice” 
being in the M em ber  Socie ty’s ow n interests. Assignm ent as an  exper t  to  a 
developing coun try  or region means exposure  to high-level m anagem en t tasks 
in concentra ted  form. One is often assum ed to be “exper t” in all insurance 
matters,  particularly  ab o u t  all insurance practices in one’s hom e land. Great 
dem ands  are m ade on the individual’s ability to  adap t to new cus tom s and 
circumstances, as well as his capacity  to  w ork harm oniously  with all types of 
people. He m ust be able to  bo th  m anage  and  teach; he should be able to 
negotiate with governm ent d epa r tm en ts ;  and  com m unica te  with agricu ltu ral 
co-operative leaders. A period in a developing coun try  can give one bo th  a 
reinforced com m itm en t to  the co-operative m ovem ent and  a new perspective 
on insurance and  its role in social an d  econom ic development.

T hose  w ho often  seem hardes t  to  spare — the relatively you n g  still 
advancing m id-m anagem ent people — are also the ones who can benefit most 
from such an  experience, helping others  overseas. The “ M anagem ent S choo l” 
described here can be just the p rep a ra t io n  needed for as sum ption  of  even 
greater responsibilities back home.

W ith  this request for y ou r  co -opera tion  1 will end the I.D.B. R e p o rt  to 
this Conference.

C H A IR M A N : T h a n k  you, Mr. Dahlberg .  Gentlemen. Here again, because it 
is not an  adm inis tra tive  meeting you have not to  accept or reject the R eport ,  
but natura lly  all questions will be welcome. As we still have some time m ay I 
invite those w ho are  interested in this p ro g ra m m e of  helping the developing 
countries to  start to  establish their  ow n insurance society to  ask any questions 
or m ake  suggestions? No questions?

Well, G entlem en, I th a n k  again  Mr. D ah lbe rg  and  Mr. J o h n s o n  for their  
two excellent R eports .  This will conclude o u r  first day’s meeting, which I 
think we are all agreed has been most interesting. We shall ad jo u rn  until 
F riday morning.

The m ee tin g  was ad jo u rn ed  at 17.30 hours.

SESSIO N  OF 11th O C TO BER , 1974

The se co n d  session o f  the C onference o p en e d  in the G rand C onference  
Hall, Z en kyo ren  Building, T okyo , at 0900 hours.

Mr. R. Lem aire in the Chair.
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6. FILM : “Just in Tim e”

C H A IR M A N ; G ood  m orning .  Gentlemen. F o r  a change we open the session 
not with som eone talk ing to us, but with an  interesting film on a subject which 
those of  you w ho were at the 1969 C onference will rem em ber was an  item we 
discussed then before it had become an  in ternational  p rob lem  as it is today, 
namely, po llu tion  of the environm ent.  Before we see the film, however, I 
would like Mr. L indberg to  say a few words of  in troduction .  Mr. L indberg.

M R . L IN D B E R G : Mr. C h a irm an ,  Delegates. The picture or  the film, which 
has a running  time of 20 m inutes, which we are going to see now is a p a r t  of the 
F olksam  cam paign  and  “ E nv ironm enta l  P ro tection  L aw ” which was 
launched to create and enlighten wide public  opinion o f  the continued  
des truc tion  of  o u r  environm ent.  T he  cam paign  was aim ed at s tim ula ting  a 
debate on the interplay between G overnm ents ,  o rganisa tions and  industries 
and people living in various residential areas. By providing relevant 
in form ation  on  env ironm enta l  p rob lem s the cam paign  in tended to  activate 
people to  contr ibu te  to  the im provem ent of their  living env ironm ent.  The 
organisa tion  of  the cam paign  was m ade  by the F olksam  Social C ouncil  — and 
it was carried th ro u g h  du r ing  the years 1973, 74; M em bers  of the Social 
Council  o f  the N ational C o-opera tive  O rganisa tion ; and the N ational  Trade 
Union M ovem ent.  The cam paign  was mainly  directed tow ards  these 
organisa tions bu t  also o ther  groups  par t ic ipa ted  in the cam paign  activities. 
The cam paign  activities com prised  meetings and  discussions; local 
investigations into env ironm enta l  questions; an d  study projects. T here  were 
meetings at which the partic ipan ts  discussed environm enta l prob lem s with in  a 
particu lar  area and  ac tion  plans for env ironm enta l  work were prepared .  The 
m ateria l used in this connection  com prised  in fo rm ation  leaflets; the film we 
are going to see, “ Ju s t  in T im e” ; and  special reading material. T here were some 
local investigations taking place concern ing  ex ternal environm ent; living and 
nature environm ent and  w ork ing  env ironm ent.  A special s tudy course has 
been w orked out by the educat iona l o rganisa tions involved in the cam pa ign  as 
well as study m ateria l for schools a d o p ted  to different levels. It is not possible 
to achieve any changes o r  im provem ent o f  the environm ent th rough  
discussions and  investigations only. The ou tcom e of the env ironm enta l  work 
is therefore to be know n publicly. As a winding up the people engaged in the 
cam paign  activities were advised to a rrange  public meetings to  which local 
politicians and  industria l  leaders were invited. At these meetings the groups, 
on the basis of their  findings, could try  to  interest the politicians and  industria l  
leaders to under take  certain  m easures for environm enta l  protection .

C H A IR M A N : T h an k  you, Mr. Lindberg.

F IL M : “J u s t  in T im e”

C H A IR M A N : I th ink. G entlem en, tha t  you  m ust have been impressed by the 
seriousness of the question  as show n in tha t  film, produced  as you will have 
seen by one of  our  m em ber  societies, F olksam , Sweden. I would  like to  say 
tha t in Belgium we are preparing  a F rench  version of  that film and  possibly a
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D utch  one. O f  course, whenever we have finished it we will pu t  one at the 
d isposal of o u r  C a n ad ian  friends from  Q uebec and  eventually  to  o u r  D utch  
friends from  ‘‘De C entra le”.

1 . Environm ental problem s in Japan

C H A I R M A N : N ow  this p rob lem  of po llu t ion  is really in te rna tiona l  and  I 
now call on  M r. N akazaw a  to  present his P ap e r  on  “E nv ironm en ta l  p rob lem s 
in J a p a n ” .

M R . N A K A Z A W A ; T he  film th a t  we have ju s t  seen has presented  us with 
very relevant suggestions with regard  to  the environm enta l  p rob lem s in the 
world today, as our  C h a irm an  has just com m ented .  At this po in t I would  like, 
if I a m  perm itted , to m ake a few com m ents  on  the environm enta l  p rob lem s in 
Ja p a n .  It is my privilege to  ap p e a r  before you at this In terna t ional  Conference 
of Co-opera tive  Insurers to  deliver a short report  to all of you, the represen ta
tives o f  co-operative insurers a ro u n d  the world, on  environm enta l p rob lem s in 
Ja p a n .  A nd yet, in a sense, it is not so m uch  of  a privilege to  be able to  speak on 
the environm ent in J a p a n ,  for I am  afraid  we must adm it  it is in a ra ther  
disgraceful condition  right now. It saddens me tha t in the course  o f  this 
environm enta l po llu tion  repor t  I will have to  touch up o n  the cruel injuries 
th a t  have been inflicted up o n  som e people. But in the hope  th a t  J a p a n ’s 
experience m ay be of som e value to  you  I feel 1 m ust speak to  you o f  the true 
facts here.

The global recognition  and  unders tand ing  of m a n ’s env ironm enta l  
prob lem s cam e into sharp  focus at the U.N. Conference on  the H u m a n  
E nv ironm ent held in S tockho lm  in Ju n e ,  1972. A t th a t  Conference c o m m o n  
opinions and  principles were a d o p te d  in a dec la ra tion  for the purpose  of 
p rom oting  env ironm enta l  p reservation . W ith  the an n o u n c em en t  o f  this 
dec lara tion  we may say tha t  env ironm enta l  des truc tion  began to  be 
considered as the c o m m o n  p rob lem  of  the world.

Both the na tu ra l  and  the m a n -m ad e  environm ents  are of  fundam en ta l  
im portance to  m a n ’s existence and  his well-being. Today, th ro u g h  accelerated 
developm ent o f  science and  technology  and  expansion  in productive  power, 
ou r  capability  to m ain ta in  the living env ironm ent on a very high s tandard  and  
to im prove it, has been guaran teed .  A nd yet while this capability  is a gift 
acquired  in the course of m a n ’s unrelen ting  efforts, if it is applied im prudently ,  
thoughtlessly or ignorantly  it can do  incalculable harm  not only to  those of us 
existing today, bu t also to  our  descendants  in the  generations to  come.

In my p resen ta t ion  I would  like to give you a rough sketch o f  how Ja p a n ,  
which in the past has been praised by people a ro u n d  the world  and  which has 
been the pride of  the J a p an e se  people themselves for the a b u n d a n t  and 
beautifu l na tu ra l  surroundings  it has  been endow ed  with, has th ro u g h  need
less an d  inconsiderate  pursu it  of econom ic  g row th  as its suprem e goal,  caused 
the air, the rivers and  the seas to  becom e polluted. The result is th a t  a con 
siderable nu m b e r  of people have been subjected to  suffering, and  social costs 
and  friction have been augm ented .

While it is true th a t ' th e  sustained expansion  of J a p a n ’s econom y, which 
has d raw n  the a t ten t ion  of the world for a dozen years or so, has substantia lly  
increased income and living s tandards  across the whole nation ,  on the 
negative side it has also invited serious environm enta l  con tam ina tion .  In
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particular,  this po llu t ion  which em erged in co r respondence to the high tem po  
of econom ic grow th over the years following W orld  W ar  II, led by t ran s
fo rm ation  of  the industria l  s tructure  tow ards  the heavy and  chemical 
industries, appeared  in the socially shocking  guise of “po llu t ion  diseases” such 
as the M in a m a ta  disease or the so-called “ I tai-itai” o r  “O u ch -o u ch ” disease 
and  Yokkaichi as thm a,  with serious im pact on  the hea lth  and  life o f  h u m a n  
beings. It was extremely u n fo r tu n a te  th a t  aggravating  env ironm enta l  p ro b 
lems began affecting h u m a n  life and  consequently  becam e the centre of social 
concern  as well as u rgent items on the political ca lendar.

As early as 1955 people became aw are  in certain regions of  the 
deter io rating  s ituation  of  the h u m a n  env ironm ent tha t  was accom pany ing  the 
s tructural shift tow ards  the heavy and  chemical industries, but this awareness 
was restricted to only a par t  o f  the  intellectual leaders and  local governm ent,  
while the society as a whole rem ained  ignoran t of the im port o f  the problem. 
The sensitive reaction  tha t  the populace had shown to the dangers  of  rad io 
active con tam ina t ion  was, sad to  say, not reflected by the ir  a t t i tudes  tow ard  
the im pending  th rea t to  the environm ent.

Shortly  thereafter,  in 1956, an  illness kn o w n  as the  M in a m a ta  disease 
began to  emerge into the public limelight. This M in a m a ta  disease is a  typical 
exam ple of  illness caused by con tam ina ted  water,  and  it first tu rned  up am ong  
f ishermen’s families living in the vicinity of M in a m a ta  Bay in Kyushu area. A 
chemical factory  in M in a m a ta  City was using inorganic  m ercury  as a catalyst, 
and  some of  it was conver ted  by reaction  into o rganic  m ercury  and  was 
discharged into the sea in p lant effluent. The disease was b rough t hom e to men 
when fishermen consum ed  co n tam in a ted  fish and  shellfish in which the 
mercury had accum ula ted  in high concentra tions.

As organic m ercury  accum ula tes  in the  h u m a n  body, g radually  the  
central nervous system becom es im paired , causing paralysis o f  the limbs, 
speech im pedim ents and  defective vision and  hearing, and  at times ending 
with d isablement or even dea th  o f  the victim. S im ilar  cases of illness and  dea th  
due to m ercury  poisoning  tu rned  up also a long  the A gano  River system of 
Niigata Prefecture. A nd  in 1961 the existence of  foetal M in a m a ta  disease was 
officially recognised.

The “ Itai-itai” disease is caused when cadm ium , which was discharged 
from mines during  zinc refining opera tions,  accum ulates  in the h u m a n  body. 
C adm ium  attacks bones and  m akes  them  susceptible to  fracture, and  because 
of the intense pain  sufferers are subjected to  before dea th ,  the disease took  the 
nam e after their cries o f  agony  of  “ I tai-itai” or “ It hurts ,  it h u r ts ” .

The Yokkaichi a s th m a  is a representative exam ple  of  a po llu tion  disease 
b rought ab o u t  by c o n tam in a t io n  of  the air. Emission of  su lphur  d iox ide by a 
gigantic petro-chem ical com plex  in Yokkaichi City, in Mie Prefecture, was 
causing air  pollu tion , a n d  the result was grave injury to  hu m a n  health . The 
disease is a cruel one which causes pain  to the eyes of  the victim com pounded  
by severe difficulty in b rea th ing  bo th  during  the day an d  at night, and  after 
suffering th a t  lasted for some days, or in ex trem e cases several m onths ,  some 
of the patients  were led to  c o m m it  suicide.

M oreover the pollu ted  effluent d ischarged from the same industrial 
com plex also led to co n ta m in a t io n  of the w ater  of Ise Bay, and  high-grade 
fishery products  which had been available in abun d a n ce  becam e infested with 
foul odours  so tha t  their  com m erc ia l  sale becam e impossible. 1 myself, while in 
the area, m ade an  a t tem p t  at ea ting  such foul-smelling fish and I w ould  like to 
report tha t in the end not only was I unable to  get the fish down, but 1 cou ldn ’t
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even chew it due to the foul o d o u r  and  taste they had left in the m outh .
It goes w ithou t saying th a t  such terrible condit ions  as in these few 

examples are no t  to be found  everywhere in Japan .  M oreover,  if such 
dangerous conditions are left un trea ted  it is to  be feared tha t  they will spread 
even further  ou tw ard .  F ac to rs  p roduc ing  env ironm enta l  po llu t ion  are 
inherent in industrial developm ent in all countries  and all regions. Especially 
in the case of J a p a n  the tem po  of  deve lopm ent was exceedingly rapid  and  it 
was character ised  by a d o m in a n t  role for industries easily giving rise to 
po llu t ion  such as chemical, iron and  steel, electric power, gas, and  papers  and  
pulp  industries.

A par t  from  such industria l factors , the degree of po llu tion  was further  
aggravated by Ihe long lag in the developm ent of  such facilities relating to  the 
living environm ent and sewage systems and  waste trea tm ent plants. The result 
of such pro longed  disregard  of  the  po llu ting  process was des truc tion  of the 
environm ent so serious tha t  no end can  be seen to the p rog ram m es necessary 
to restore the Seto  Inland Sea, which once was a region o f  unparalleled  beauty 
endow ed by verdan t islands, to  its original condition .

In the light o f  such bitter  experiences of  environm enta l  des truc tion  as 
have been outlined, it is not w ithou t reason tha t the present deep  self
reflection developed th ro u g h o u t  J a p an e se  society. Those w ho sought the 
basic cause of po llu tion  in the m a n n er  of econom ic developm ent could be 
heard to ask in growing num bers  in bo th  the social and  political arenas; 
“ Econom ic g row th  for whose benefit?” , and  “ Econom ic grow th  for w hat 
purpose?”

The spread ing  areas affected by po llu tion  and  its increasing gravity  led 
both  direct sufferers and  local people desiring environm enta l p ro tec tion  to 
spur local governm ent into action. Hence, even before the C entra l G o v ern 
m ent had stepped in with its own pollu t ion  con tro l  p rogram m es, local govern 
m ents had  begun institu ting  contro ls ,  and  this in tu rn  influenced the  direction 
of the C entra l G overnm ent 's  policy. The u ltim ate  achievement o f  such activity 
on the local level was to m ake  it now  impossible, w ithout the consent o f  the 
concerned  citizens, to  install new p lan ts  or to  u n d e r ta k e  o ther  developm enta l 
projects suspected of giving rise to pollu tion .

S ubsequen t to the legal proceedings instituted against the com panies  
suspected of causing the “ Itai-itai” disease by victims of the disease in 1967, the 
victims of M in a m a ta  disease and  Y okkaichi a s th m a  also to o k  on the  con 
cerned com panies  as their legal adversaries , and  thus the p rob lem  o f  en te r 
prise responsibility came to the  fore. U p to  tha t  point the com panies  had  held 
tha t until scientific p roo f  was presented  establishing a direct causal rela
tionship between injury and  effluent released from  the plant, they as co m 
panies were not to  be held responsible. F o r  a long time this ques tion  was held 
in abeyance, with no au thori ta t ive  ru ling  on the delim itations of  responsi
bility. Finally, in the period between 1971 and  1973, ju d g m e n t  on the appeals 
by the victims were handed  down. T he  decisions were in favour  of the p la in
tiffs, m ak ing  clear the obligation  of industry  to p ro tec t  the env ironm en t  and  to 
bear responsibility  for illegal activity and  also exposing  the  negligence show n 
by the governm ent.

The im port  and  influence of  these decisions have been extrem ely  signifi
cant.  The effects have decisively co loured  the line of  social though t  concern ing  
environm enta l prob lem s and  have given direction  to political a t ti tudes and  
adm inistra tive policies.
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The interval up to the decisions was one of  s trong discord, tension and 
sharp  anguish in the various social and political relations prevailing between 
victims and com panies, local citizens and  governm ents  and  public opinion 
and the C en tra l  G overnm en t and  so forth ,  during  which all of J a p a n  
eventually came to be directly concerned with the p roblem  of environm enta l  
pollution. The ex trao rd inary  session of the Diet convened in 1970, known as 
the “ Pollu tion  Diet” , represents one concen tra ted  m anifesta tion  of this 
concern. In the course of the session, legal systems were rapidly consolidated  
for environm enta l po llu tion  contro l ,  env ironm enta l  conservation , relief for 
the victims, and  the responsibilit ies o f  the polluters.

To give some picture of  the m easures enacted, one provision clarified the 
obligation of  en trep reneurs  to bear  all or part  o f  the costs incurred in pollu tion  
contro l  works initiated by the C en tra l  G overnm ent o r  local governments.  
A n o th e r  system established was for the collection of  a  po llu t ion  assessment 
from plants and various establishments.  The m oney is to be used as one of the 
revenue sources for the co m p en sa t io n  to designated  patients under  a  system 
for assistance in the event o f  po llu tion-re lated  health  injury. F u r the r ,  a system 
of absolute liability was es tablished to cover air  and water pollu tion  so that 
whenever substances discharged in the course  of p lan t opera tions  render 
injury to hu m a n  body or  life, the responsibility for providing indem nity  to the 
victims lies with the polluter.

N or does the scope of  app l ica tion  of  the legal systems stop only with air 
and  w ater pollution. C on tro ls  have been set up  for a b road  range of  subjects 
including m arine pollution; noise; vibrations; g round  subsidence; offensive 
odours; soil con tam ination ;  and  food additives. The degree of  strictness 
provided in the various regula tions and  s tandards  is said to be am o n g  the 
toughest in the world.

Let me address a few com m en ts  at this poin t to  the topic of  social 
con tam ination ,  particularly  as caused by agricultural chemicals, from  the 
viewpoint o f  agricu ltu ra l co-opera tive  societies. As of  1966 a ban was put on 
the use of m ercury-base ag ricu ltu ral chemicals as a coun ter-m easure  to  soil 
con tam ination ,  and  at present add i t iona l  con tro l  measures have also been 
devised by the es tab lishm ent of residual to lerance limits in farm crops. For 
m any years those of us in o rganisa tions of agricultural co-operatives 
th roughou t  the nation  have u n d e r ta k en  surveys and research on env iron
mental pollu tion  in rural villages from  the use of  agricultural chemicals, 
residual levels in farm  crops, and  o ther  subjects, w ith  these activities center
ing on  the Federa tion  of A gricu ltu ra l  Co-operatives  for Welfare, which is an 
o rganisa tion  directly involved in m edical activities. The results o f  o u r  studies 
contr ibu ted  to  the realisation of contro ls  and  o ther  measures. The subject of 
influence on  the  h u m a n  body  of  residual agricu ltu ral chemicals is one on 
which u tm ost efforts are being con tinued  th ro u g h  surveys and  research.

I would like to  conclude my talk with the following remarks. As the latest 
vo lum e of J a p a n ’s “W hite P ap e r” on  the env ironm ent m akes  clear, env iron
m ental pollution, while show ing  signs of im provem ent on a localised or 
phenom enal level, is nevertheless on the whole cont inu ing  to  aggravate  and 
spread. It is not hard  to u nders tand  tha t w ithou t tak ing  steps to  curb 
mechanisms which easily lead to  pollution, the present po llu tion  can only 
keep on becoming more virulent.

The position in which J a p an e se  society finds itself with respect to 
environm enta l p reservation  is one a b o u n d in g  in critical prob lem s which
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presage a turning point in econom ic and  social terms. To eradicate  existing 
pollution and  to prevent new pollu t ion  before it can  develop will require, it 
seems, no th ing  short o f  a re tran s fo rm a t io n  of the industria l  s tructure .  W ha t  is 
called for  here is the in troduc t ion  of technological assessment in regional 
developm ent p lanning, the bearing  of heavy expenses and the developm ent of 
new fields of high-level technology. N ot infrequently  are difficulties 
encountered  of  a na tu re  which ca n n o t  be overcom e by existing technology or 
conventional ways of socio-econom ic thought.

The env ironm enta l  preserva tion  problem s th a t  Ja p an e se  society is 
presently grappling with, which are of a thorniness  and-com plex i ty  here to
fore unexperienced by o ther  countries,  are being challenged by efforts to 
establish technological, econom ic and  social p rob lem -so lv ing  m ethods.  But 
after all, p rob lem s th a t  we have created we also m ust resolve and  if this can be 
achieved I believe th a t  J a p a n  c ^  m ake  a co n tr ib u t io n  o f  its own to  the world 
as a whole.

To close my p resen ta t ion ,  let me quo te  a section from  the “ D ec larat ion  of 
the E nv ironm ent”:

“To achieve this env ironm enta l  goal, o f  defending and  improving the 
hum an  environm ent for  present and  future generations ,  we d em and  
the acceptance of  responsibility by citizens and  com m unities  and  by 
enterprises and  institu tions at every level, all sharing equitably  in 
com m on efforts. Individuals in all walks of  life as well as o rgan isa
tions in many fields, by their values and  som e of  the actions, will 
shape the world env ironm en t  of the fu ture .”

T hank  you very m uch  for you r  kind a t tention .

C H A IR M A N : T h a n k  you Mr. N akazaw a for the rem arkab le  way you 
presented this p rob lem  as it affects your  country . N ow  I have several speakers 
who w ant to  say som eth ing  a b o u t  this in te rnationally  grave p rob lem  and  I will 
call as first speaker Mr. D on  Jo h n so n .

M R . D. E. J O H N S O N : Mr. C h a irm an ,  D ea r  Friends. It is a great p leasure to 
me to  be able to  take p ar t  in this p rog ram m e; to  m ake a m odest con tr ibu t ion  
on this very very im p o r ta n t  subject. I am sure that Mr. N ak a za w a’s P aper  on 
“ E nvironm ental problem s in J a p a n ” is o f  great interest to us all.

You will p a rd o n  a personal reference b u t  dur ing  the early ’50s, as m any  of 
you  will know, I lived here in J a p a n .  I was and  still am  very m uch  impressed 
with the great beauty of  these islands which matches the kindness and  the 
hospitality of her people. 1, too, share the concern  of the J a p an e se  people to 
preserve this great na tu ra l  beauty. A m ata ra su ,  the goddess m o th e r  of  the 
Japanese  people, m ade  no m istake in her descent from  the heavens to find 
paradise u p o n  earth . It m ust be preserved for not only for the now  generation  
but for fu ture generations as well. I am  gratified tha t active measures are being 
ta k en  by the Japanese  people, f rom  the househo ld  level th ro u g h  the national 
level, in an  a t tem pt to  clean up the ac cum ula ted  pollu tion ,  to  restore as far as it 
is possible to  do  so .what has a lready  been des troyed and  m ore im por tan t ,  to  
try  to avoid fu ture pollution.

We must pay tr ibu te  also to  o u r  Scand inav ian  friends. T he  leadership 
tha t  the Swedish people have taken  on this subject is truly ou ts tanding .  You 
will recall tha t  ou r  dear  friend the late Seved Apelqvist, was an  early leader. In 
1969 he published a paper  entitled “ Pollu tion  of  the Environm ent and  its 
Consequences .” Mr. Back presented  to  the I .C .I .F . Executive in 1970 a P aper
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on pollu tion  which outlined a plan  of  ac tion  tha t individual insurance co
operatives might take under  consideration .  F olksam 's  na tionw ide  cam paign, 
“E nvironm ent P ro tect ion  N o w ”, activating  people tow ards  tak ing  a daily 
positive role in this battle ,  has had  far reach ing  results.  It has caused  people to  
feel their personal individual responsibility tow ard  env ironm en ta l  p rotec tion  
and  to involve them  in the w ork  o f  im proving their  ow n living an d  working 
environm ent.  A nd of  course we have all ju s t  seen this w onderfu l film “Ju s t  in 
T im e” which is an  excellent p resen ta t ion  of  an  im p o r ta n t  issue. I have been 
told tha t  S a m virke  of  N orw ay  has involved itself in a cam paign  similar to 
F o lk sa m ’s. Such efforts as these are to be highly com m ended .

As it has been said this m orn ing ,  po llu tion  of the environm ent is not a 
local problem. It is world wide, affecting bo th  the affluent and  the lesser 
developed nations. The cu rren t  world wide em phasis  on  env ironm enta l  
protection  presents severe p lann ing  problem s for all organisations. A m ajor  
uncertainty is the ques tion  o f  s tandards ,  which may vary from  coun try  to 
country, region to region, from  city to city. Technology  designed to  handle 
specific aba tem ent levels m ay be obsolete before it is even opera tional .  M ore 
national and  in terna tiona l  effort must be applied to establish the need for 
environm enta l contro ls ,  the s tandards  to be applied and  the developm ent of 
new technology.

It is not surprising 1 am  sure to you tha t  the United States has had its 
share of these problem s, in spite o f  our  relatively large si/e as a coun try  and  in 
spite o f  all m odern  scientific an d  technological progress. The objective of a 
search to contro l  or reduce po llu tion  is to  restore o u r  land, air  and  water 
environm ents  to  the m a x im u m  quality  levels th a t  are technically and  
economically  feasible to  a m o d e rn  industrial society. To  achieve this we must 
gain a bet ter  unders tand ing  of o u r  com plex  environm ent and  how  it can best 
be m anaged th rough  existing or  new social institutions. To sustain  the most 
desirable balance of p roductiv ity  within the env ironm ent requires the un d er
s tanding and  uses of  ecological precepts at all levels of society. There is a 
growing awareness on  the par t  o f  ou r  public tha t ou r  na tu ra l  resources are not 
w ithout limit and  th a t  their  use and m anagem en t requires a m ix ture  of 
com plex and  in teracting  social econom ic and  technological activities.

In the United S ta tes  the dem and  of  the environm enta l  conservation  
m ovem ent upon  society and  governm ent as a whole was that no m a jo r  project 
should be under taken  w ithou t analysis of its affect upon  clean air, clean water, 
clean beaches, clean people, clean cities, etc. and  suitable m odif ication  of 
design, s tructure and  opera tions.  M uch of this dem and  has been translated 
into law with the Federa l D e p a r tm en t  for Environm enta l  P ro tec t ion  being 
organised and the requ irem ent th a t  each of  the individual states o f  the un ion  
fo rm  its own E.P .A . “ E nv ironm en t  Im pac t S ta te m e n ts” are the rule in all 
m a jo r  projects. In practical term s each co m p an y  has to  subm it an  “ Ecological 
Im pac t S ta tem en t” before it receives a licence or  public  ap p ro v a l  by p lanning 
com missions on  m ajo r  projects. M any  o f  o u r  large industria l  co rpo ra tions  
have now appo in ted  professional ecologists as senior officers. W ith in  insur
ance com pany  investm ent depa r tm en ts ,  only  a handfu l of m a jo r  com panies  
have taken  a similar step. T here  is much dependence u p o n  the users or b o r 
rowers of capital to  secure the ir  ow n ecological clearances. Nevertheless the 
legal as well as the public re la tions aspects o f  env ironm en ta l  factors have 
forced insurance investm ent m anagem en t to  give the ir  a t ten t io n  on  every 
m ajo r  investment, and, in some com panies ,  it has becom e a fo rm a l step in the 
p rocedure  for investment approva l.

65



Last winter's energy crisis, and  the public, social and  econom ic conse
quences which derived from tha t  problem , was so m uch  on everyone’s mind 
tha t  little else was accorded  m uch  a t ten t ion  at the time. As a m a tte r  o f  fact, the 
environm entalists  am o n g  us were in part being given the b lam e for the energy 
crisis, tha t  is, for exam ple , blocking the A laskan  oil field and  pipeline, reduc
tion of gasolene mileage by exhaust  emission contro ls  etc. As in all things, 
balance is needed w ithou t losing sight o f  the u ltim ate goal. But where do you 
find balance between the needs of  the people who grow  econom ically  and  their 
need to m ain ta in  this planet on  which we all dwell. F o r  exam ple ,  some of  the 
questions:

With the oil shortage o u r  efforts were set back; the growing use of coal is 
on the horizon as a subst i tu te  for oil How do  we handle the pollution 
that comes natura lly  with the use of  coal?
The resistance of  people to  continue to pay add i t iona l m oney for 
pollution con tro l  devices on  their cars which cu t back  gasoline mileage 

H ow do we handle  th a t  problem ?
The inability of an  electric utility com pany  to  ob ta in  from  a locality the 
permission to build a needed addi t iona l  pow er p lan t in the area.
W hat do  you say to  2,500 m en  and the ir  families who are th row n  ou t o f  
work by the only em ployer in the com m unity  because the com pany  is 
polluting the water?

All these difficult factors place a bu rden  on each of  us to  determ ine how 
to do a better jo b  for all people.

Environm entalism  is on  the defensive. We m ust go on the offensive and 
re-double our  efforts. The com m onal i ty  of all hum ans  — tha t  com m unity  of 
interest each with all o thers  - has become m ore and  m ore ap p a ren t  to the 
hum an  race. P erhaps  tha t  is one of  the imm ediate , as well as long-range, 
benefits o f  the curren t em phasis  on  ecology. W'ith their  concept o f  “Space-ship 
E a r th ” and  all of us -  all 3 billion of us — as passengers and  sharing  a co m 
m on  fate, perhaps the ecologist can  put across the po in t  tha t  each  of  us must 
s tart  now, individually and  collectively, to  do  all tha t  is possible to  protec t this 
“One W orld” of ours.

It is o f  vital im portance  th a t  each of  us develop new ways, new attitudes, 
of looking at things and  valuing things. We m ust view our  actions in a long
term time frame and  m easure the costs and  benefits o f  ou r  decisions and 
actions. Progress m ay not be as quick as we would like it to be, but having 
decided to do the job ,  if we bring the h u m a n  concern  tha t  is very no rm al to co- 
opera tors  and  the same skilful service, we can m ake the greatest con tr ibu tion  
to  our  “One W orld  Socie ty” — th a t  is. to create a good  living env ironm ent for 
all m ankind.

In closing I would  like to quo te  Ja m es  Fen im ore  C ooper,  an  A m erican  
novelist of the 19th Century:

“The air, the water,  the g ro u n d  are free gifts to  m an  and  no-one has the 
powers to po r t ion  them  ou t in parcels. M an  m ust d r ink  and  brea the and 
walk and  therefore each m an  has a right to his ow n share of  each .” 

And then I’d like to  close with a very d ir ty  story. It seems tha t  a barge, 
loaded with 264,000 q uar ts  of Sco tch  whisky, t ipped over in the D etro it  river 
last fall and du m p ed  its cargo. By a miracle o f  all miracles, the bottles were re
covered un b ro k en  and  appa ren t ly  intact. But the F ood  and  D rug  A d 
m inistration  ruled th a t  any th ing  plucked out of the D etro it  river is con-
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lam inated  and m ust be destroyed. So the entire sh ipm ent was hauled away, 
smashed by a bulldozer and  buried  under  a load of trash. W hich only goes to 
show tha t  water po llu tion  is far m ore serious th a n  we ever could have 
imagined!

C H A IR M A N : T h a n k  you very much Mr. J o h n so n  for your  interestmg 
com m ents  which show tha t  you have the same p roblem  in the United States as 
we have in o the r  par ts  of the world. As F olksam  have been one of  the w orld ’s 
pioneers in the fight against po llu tion  Mr. Blomqvist did have som ething of 
interest to  tell us. U nfor tuna te ly  Mr. Blomqvist is ill and  canno t be with us this 
m orning, so Mr. D ah lbe rg  will speak for him.

M R . D A H L B E R G : Mr. C ha irm an ,  fellow delegates. I will read what Mr. 
Blomqvist had w ritten and  which he very m uch  w'anted to say himself. He was 
very much looking forw ard  to take par t  in the discussion on this subject.

Mr. N akazaw a has given us a candid  report on the environm enta l  
problems in Ja p a n .  1 am  sure we all apprecia te  his e.xcellent survey of the 
problems and  the deep feelings of concern  behind his report.

I would like to take up three aspects on environm enta l  problems. The 
first aspect is limited in scope but m ost interesting to  us at this Conference. It is 
the direct significance o f  environm enta l  pollu tion  for the insurance industries. 
Lately there has been a lot o f  discussion on this ques tion  am o n g  insurers and 
reinsurers, and for your  in fo rm ation  the M unich  Re  have p roduced  a most 
interesting and com prehensive  d o cum en t  on it which I would recom m end. In 
H am b u rg  in 1969 a t  the L C .L F . Conference, as has  been po in ted  out, Mr. 
Apelqvist took  par t  in a discussion and  he pointed  ou t then tha t  the econom ic 
consideration  of  the consequences of po llu t ion  often  are ignored because the 
cost is usually paid for by o thers  than  those who are responsible for  causing it. 
The cost might fall on  the th ird  par ty  liability insurance com pany ,  which is on 
the side of  the polluter,  o r  on  the personal accident and  p roper ty  insurance 
com pany, which is on  the side of  the victims o f  the pollu tion . T  o deal with this 
p rob lem  we m ust resist the g ran ting  of cover tha t  will encourage  the Insured to 
avoid taking p roper  preventative measures.

This can only be done  if we clearly recognise th a t  we, as insurers and  re
insurers, are involved in the pollu tion  problems. Therefore,  we must co
operate in seeking a solu tion  w ith  governm ents ,  with science, with Industries 
and  with all concerned with env ironm enta l  p ro tec tion .  However, in this area, 
I th ink  as co-operative insurance com panies  we can do  little on  o u r  own: the 
best we can do  is to  suppo r t  the estab lishm ent o f  an  in te rna tiona l  technical 
bureau  concerned with the risk o f  pollution. We shou ld  also su p p o r t  the es tab 
lishment o f  clear and  w idespread legal definition o f  the public liability for 
environm enta l dam age.

The second aspect I would  like to  take up is m entioned by Mr. N akazawa 
in connection with the M in a m a ta  disease. He points  out th a t  society as a rule 
was ignorant of the im por tance  of  the problem s following the s tructura l shift 
tow ard  heavy and  chemical industries. It is in this area  of  in fo rm ation  th a t  1 
think we can do most. As m any  of  you know, F olksam  conducted  a cam paign 
in Sweden called “ Fight the D estruc tion  of the E n v iro n m en t” in 1968 
and 1969. The objective o f  the  cam paign  was to create an  enlightened and 
wide-spread opinion in favour  o f  actions and  decisions in o rder  to prevent 
further des truc tion  of  our  environm ent.  A bou t half  a million people were 
engaged in this cam paign. They  studied their respective local municipalities
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from the env ironm en ta l  point o f  view. After that,  local public hearings were 
arranged where leaders of business an d  industry ,  politicians and re
presentatives of the local au thori t ies  were ques tioned  ab o u t  w hat actions they 
were planning w ithin the local municipality  area. These hearings raised great 
interest. In J a n u a ry  1970 the cam paign  ended w'ith a special youth  parliam ent 
on environm enta l pollution. This parl iam ent m arked  the inaugura tion  of  the 
European  n a tu re  conserva tion  here in Sweden. A fter  the U.N. Conference in 
S tockholm  in 1972 w-e started  a new cam paign  to follow up the United 
N ation’s rec o m m en d a tio n  to create the necessary awareness of  the env iron
mental p rob lem s th a t  every individual should  have. The whole Swedish 
popula tion  is ou r  ta rge t  in the cam paign. T h ro u g h  mass media, organisa tion ,  
\a r io u s  groups  and  schools, we reach the m ajority  o f  the pTopulation. The 
study materia l tha t  is used is very fu n dam en ta l  and  concerns ecological needs; 
conflicts between the requirem ents  o f  the env ironm en t  and economy; in ter
national com peti t ion  etc. Special cons iderat ion  is given to working env iron
ment. The activities during  the cam paign  include seminars; conferences; 
studies of local po llu t ion  problem s; debates; courses; hearings etc. This is not 
the only activity we have under taken  in this area. At a U.N. conference 
Folksam  devoted  a special edition of  its magazine, in English, to 
environm enta l ques tions  and  perhaps by now you  have seen it, we have 
circulated it widely. In the P aper  a report on  Dr. L an d in ’s trip to east Asia was 
published. A nd here in 1958 was one cam paign  tha t  to o k  up environm enta l  
questions. F olksam  has long g ran ted  funds for the purpose  of  research in the 
fields of health  and  env ironm en t  such as the p roblem s o f  noise and  toxic 
agents at w ork ing  places as well as air and water  pollu tion . In the year before 
Rachel C a rson  published “Silent Springs” , tha t  was 1962, F olksam  decided to 
let the yearly revenue of app rox im ate ly  1 million dolla rs  be at the disposal of 
scientific research regard ing  noise, rad ia t ion  risks and  w ate r  and  air  pollution. 
Folksam  has also ta k en  the initiative in d e m o n s tra t in g  the great risk for oil 
dam age associated with the hundreds  of th o u sa n d s  of  und erg ro u n d  tanks  in
stalled during  the 1950s which had co rroded  and  began  to  leak. W hy  does 
F olksam  do  all this? Besides their obvious econom ic  reasons behind 
F o lk sa m ’s loss p revention  measures and  o u r  general ethical obligation  to  be 
concerned, there are som e specific reasons why we w an t  to  p ro tec t  the c o n 
sumers interest o f  society at large. The basis for F o lk sa m ’s interest in re
search, questions of hea lth  and loss p reven tion  activities is the unders tand ing  
tha t  policyholders’ interests can  be served best if losses could be prevented 
f rom  occurring. The insurance industry shou ld  no t alone be a clerical insti
tu tion  for receiving p rem ium s and  paying ou t com pensa tion .  The measures 
taken  by F olksam  in the field of  health  services are mainly  directed tow ards 
start ing  an activity ra the r  than  cont inuously  conduc ting  such an  activity. 
Being an insurance com pany ,  F olksam  has access to  a lot of im p o r ta n t  in for
m ation  within d ifferent social fields. G enerally  it has advantages  for F olksam  
to under take  health  p ro m o tin g  measures because o f  its large num ber  of 
policyholders. A s trong  motive, which to  a large ex ten t  justifies F o lk sa m ’s 
g ran t  for loss prevention  activities to be used in in fo rm ation  cam paigns, is tha t 
scientific achievem ents shall be know n by the public a t  large so th a t  co n 
ditions are created to realise this achievem ent in prac tica l use. A n im por tan t  
question is o f  course the organisa tion  of these cam paigns to  spread in for
m ation, to open up discussion, and  to  create op in ion  for  im proved environ
ment. A special secretariat has been established in the C o m p a n y  to  handle loss 
p revention and  hea lth  p ro m o tin g  activities. T he  m a jo r  p a r t  of the w ork is con 
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ducted th ro u g h  co l labora t ion  with different o rganisa tions ,  com panies  and  
public authori ties .  The main research con tac t  o rganisa tions in this w ork  are 
Folksam  Social C ouncil  and F olksam  Scientific Council,  which com prise 
scientists and  researchers and  representatives from  different popu la r  m ove
ments. The success of  the large cam paigns has decidedly been due to the sup 
port  and  involvement o f  the T rade  Unions; personnel organisa tions; different 
educational institutions; public authori ties ;  and  individual persons. F olksam  
also has its own publicat ion  series. In this series a n u m b e r  of papers  are p u b 
lished, such as on health , of an  inform ative character ;  reports o f  various re
search studies; and  surveys which may have interest for  public in general and  
for the insurance profession. The third aspec t 1 w ould  like to take up  concerns 
the sad conclusion of  Mr. N ak a za w a’s repo r t  tha t  env ironm enta l  pollu tion  in 
J a p a n  is, on  the whole, con t inu ing  to aggravate  and  spread. T o  eradicate  po l
lution will, accord ing  to Mr. N akazaw a , require a tran sfo rm a t io n  of  the in
dustrial s tructure. He also m entions th a t  the difficulties can hardly  be over
come by existing conven tiona l  ways of  socio-econom ic thought.  I th ink  this is 
an  im por tan t  point,  especially for  us c o -opera to rs ,  w ho  represent an  a l te rna
tive to  the private and  state capitalistic systems. T he  heart o f  the  po llu tion  is 
greed. In o u r  cooperative  vision of  an  econom ic system, the developm ent of 
the econom y should  be governed by the needs of the consum ers ,  not by the 
profitability of the capital. In such a system the env ironm en ta l  problem s are 
easier to handle. H ow  this system should be w orked  ou t is a subject too  large 
to discuss a t  a conference like this. Anyway, you shou ld  at least po in t out tha t  
a choice of  econom ic  system is essential in any  discussion on environm enta l  
p roblem s and  th a t  the  co-operative econom y is superio r  also in this respect.  O f  
this I am  tho rough ly  convinced.

T h an k  you Mr. C ha irm an .

M R. C H A I R M A N : T h a n k  you Mr. Dahlberg .  As I expected, your  rem arks 
were m ost  illuminating. Now I am  sure G entlem en, th a t  some o ther  speakers 
want to  cover this subject; w ho  comes first?

MR. P A R R Y ; Mr. C h a irm an ,  Fellow Delegates. I do not come, Mr. 
C hairm an, with any p repared  s ta tem ent but with ra th e r  spon taneous  rem arks 
on how 1 feel personally  in the light of w hat has been said this m orning. In the 
first place I th ink  the P aper  tha t  has been presented  to  this Conference by Mr. 
N akazaw a is, in my opinion, o f  such im portance  and  of  such gravity, tha t  I 
believe it is ra the r  m ore  than  a subject for discussion and  should be the subject 
of firm proposals  f rom  this gathering  tha t should  find their  way on every o rder  
paper; at  every conference; at every conven tion  and  at every congress; of every 
national co-opera tive  organisation .

It is, I know, of  par t icu lar  significance to  those who are engaged in Life 
assurance, but surely when h u m a n  life is at  stake, and  as I see it this is the 
penalty  and  the price of  pollu tion , then financial considerat ions m ust fade 
into com plete insignificance. Every h u m a n  being has  the right to  a full life 
span and  any  act of m a n  tha t  in any way is a co n t r ib u to ry  factor to  reducing or 
shortening tha t  expecta tion  of life, m ust inevitably be wrong. We, in the co 
operative m ovem ent ,  are supposedly ded ica ted  to  uplifting the well-being and  
increasing the life style of all, and  I believe it is incum ben t on us to  bring pres
sure to  bear  at all levels, in all nations, until such tim e tha t po llu tion  of  any  
kind and  from  w hatever  source shall be judged  as a crim inal act against 
hum anity . Mr. N akazaw a  has cited cases in J a p a n ,  the nam es of the various
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diseases elude me. He has also given add i t iona l  in form ation  that at law they 
have been found at least in favour of the Plaintiff, but w hat satisfaction is this 
to the victims? As it appears  to me, it is like closing the stable d o o r  af te r  the 
horse has gone.

We have today  only heard  of  the after-affects o f  acts o f  pollu tion  as they 
have affected num bers  of people. O ugh t we not to  be cognizant o f  acts of 
po llu t ion  tha t  never reach the a tm osphe re ;  or the sea; or the land? A nd  I refer 
of course to  industria l disease caused entirely by the environm ent in which 
workers are expected  to carry  out their  em ploym ent.  The num bers  of  people 
that are incapacita ted  with lung diseases due to  the inhalat ion  of  dust  and 
other pollutive elements must at least equal,  if not exceed, those tha t  have a 
shortened life due to  what I would refer, at this stage, as direct pollution.

1 ca n n o t  believe, Mr. C ha irm an ,  m uch  less accept,  tha t  these condit ions  
and problem s in this highly technological age canno t be resolved. O f  course it 
will cost money but who would  like to  put a price on one day of  a hum an  
being's life, much less a week, a m onth ,  a year or several years. I can only think 
of one th ing  tha t  strikes me most forcibly. W hat does it profit a m an  if he 
gained the whole world and  loses his soul in acquir ing  it? Mr. C h a irm an ,  I 
believe we are in considerable danger o f  losing everything tha t  we value and 
unless we stop pollu tion  in every form, then  indeed the future of  hum an ity  is 
bleak indeed.

M R. C H A I R M A N : T h an k  you  Mr. Parry  for your interesting c o m 
m unication.

N ow  Gentlemen, I th ink this subject is so interesting and  so im p o r ta n t  
that I guess o ther  delegates w ant to  speak on it. The floor is open. W ho  wishes 
to come? No one w ants  to speak ab o u t  it any more? In tha t case I will ask  Mr. 
Fern lund , who 1 th ink  has som eth ing  to say.

M R. F E R N L U N D : Mr. C h a irm an ,  Fellow Delegates. I would like to  p ro 
pose the following resolution:

1. 1 'hat the co-operative insurance societies should w ork for the 
establishm ent of adequa te  env ironm enta l  legislation.

2. T ha t  they should  work for an enlightened public op in ion  concern ing  
environm enta l issues.

?. T h a t  they should utilise their  claims experience to further their k n o w 
ledge and  research a b o u t  env ironm enta l  problems.

4. T ha t  they should con tinuously  exchange in fo rm ation  and  exper i
ences concerning env ironm enta l  prob lem s and  th a t  the I .C .I .F .  
S ecre tar ia t should  act as the o rgan  for such an  exchange.

5. T h a t  they should suppo r t  fu rthe r  p roposals  of establishing c o m m o n  
organs for the whole insurance industry  hand l ing  p roblem s concern 
ing insurance and pollution.

C H A IR M A N : 1 h a \ e  a p roposa l  pu t  in from  the Conference. Have I a 
seconder to  move this proposal'.’ M r. V anderbeek .  T hen  1 shall ask the C o n fe r 
ence for app rova l  o f  the resolution which has now been presented. Those who 
are in favour  say “Aye” . Against? U nan im ous ly  carried. I am sorry Mr. Binder 
did vou w an t to say a word on this? You would  like to?
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M R . B IN D E R : If we take par t  in the struggle against pollution 1 th ink  we 
should start  in our  own houses. It would  not be niee if we make cam paigns 
against pollution and  at the same time invest m oney  in m ethods which take 
part in pollution. We have finished, for instance, in Austria  and the same 
problems are true  of at least the whole middle of central parts  of Eiurope, 
investing money in so-called ap a r tm en t  houses. This does not m ean rent 
houses, but buildings on the coast of the M edite rranean , by the lakes and  in 
the m oun ta ins  of the Alps, used as sum m er  houses; a kind of speculation  
which has been with us all; we have finished investing in these things and  also 
in ski-lifts and ski-ing centres.

Ski-ing is des troying the m o u n ta in s  in a formidable way. We have 
finished, and  we had to finish from the governm enta l  side, investing in hotels, 
because large areas of A ustr ia  are overcrow ded already, causing heavy 
pollution in the rivers as well as in the seas. 1 th ink we should start  on this side.

C H A IR M A N ; T h an k  you Mr. Binder. Is there anybody  else who w ants  to 
speak ab o u t  this? If not 1 shall then ask  Mr. N a k a /a w a  if he wants to add 
som ething to w hat has been said up to  now. Mr. N aka /aw a .  Nothing?

8. The social responsibilities o f co-operative insurance societies

C H A IR M A N ; We come to the next item and  it is with much pleasure tha t  I 
now call on our v ice-Chairm an, Mr. K ulara jah ,  to  present his P aper  on “The 
social responsibilities of co-opera tive  insurance societies” .

M R . K U L A R A J A H ;  Mr. C h a irm an ,  Fellow C o-opera tors .  First of all I m ust 
say it is a privilege and  a p leasure to  have this oppo r tun i ty  to speak to  all of 
you. I heard  from  my friend Mr. Edw ards  tha t  my P aper  was the first to  be re
ceived by the Secretariat.  It was therefore circulated very early and  hopefully 
it has been read by all of you. Now the funny th ing ab o u t  tha t P aper  is tha t  it 
was written on the plane from  M on trea l  to M alaysia and, frankly, when I 
looked at it a few days ago on  the way to  Tokyo ,  I was surprised at the s ta te 
ments which I had  made in the Paper.  I had followed all 1 had to say in the 
Paper. Nevertheless, in the hope  tha t  you  have all read it, I will not bore you  by 
reading it again. I will try to  deal with some of the highlights in the P ap er  and 
m ention  som eth ing  m ore tha t  cam e to  my mind on my trip from  Kuala 
L um pur  to  Tokyo.

I keep on m ention ing  airline flights all the time to you. I have m entioned  
it twice today. The fact is 1 do  a lot o f  th ink ing  on  the plane; I have to  travel 
long distances to  a t tend  the Executive C om m ittee  meetings and  it is on  these 
occasions, perhaps, especially w hen you  have had  a little bit m ore  whisky than  
usual, you are able to think. F u r th e rm o re ,  it is also possible to sm oke du ty  free 
cigarettes on the plane, an d  th a t  m akes your m ind sharper.  Talk ing  ab o u t  
cigarettes, The M alaysian C o-opera tive Insurance S o cie ty  Board  of 
Directors, particularly  my C ha irm an ,  felt that it was a social responsibility  of 
the M .C .l .S .  to  p rom ote  a no-sm ok ing  cam pa ign  — a cam paign  to  prevent 
cancer. He made a very interesting speech at o u r  Board Meeting and  every
body supported  the idea. But the prob lem  was tha t  the General M anager,  Mr. 
K ularajah ,  who was to im plem ent this cam pa ign  was a chain sm oker; he could 
not therefore under take,  on beha lf  o f  the Society, a social responsibility which 
the Society should  have under taken ,  because he himself could not stop
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smoking. He could have s topped  sm oking  anyway, but then as 1 told you 
earlier, he would  have s topped  th inking; and having  weighed bo th  these things 
it was decided, at a subsequent meeting, to pos tpone  this cam paign  of  n o n 
sm oking  until the G enera l  M anage r  was able to  stop  smoking.

I am rem inded by the ques tion  of  social responsibility of co-operative 
insurance societies of som e th ing ' tha t  happened  some twenty years ago. At the 
conference where we considered form ing  the M .C .l.S .  a leading m em ber  of a 
co-operative society who a t tended  the meeting raised one very im p o r ta n t  
question. He said, “T here  are 123 insurance com panies  opera ting  in the 
country ,  why one more? We do not know anyth ing  ab o u t  co-operative 
insurance business or a co-opera tive  insurance society.” A nd strangely 
enough  it becam e my responsibility  at tha t  meeting, as a founder  m em ber  of 
the Society, to  say tha t  while a co-opera tive  insurance society w ould  also do  
insurance business, it w ould  do  social w ork as well. A few m onths  ago when I 
looked at this s ta tem ent which I had  made at tha t  conference 1 was am used 
because 1 was going to speak  to  you  on  the social responsibility of co-operative 
insurance and  twenty years ago when our  Society was formed this had  been 
promised and blessed by me. If you went round  the Exhib it ion  outs ide this 
room , where a lot of publicity m ateria l has been displayed, you will have seen 
the various social work activities carried  out by m em ber  o rganisa tions of  the 
co-operative insurance societies. F o re m o st  of all is the publication  by Im  
P revoyance S o c ia k  on the social and  com m unity  work carried ou t by them  
over m any, m any years. T h en  of course  there is a slide show ab o u t  the  w ork  by 
Folksanr, then we have a film on  social and  com m unity  w ork  done  by 
Z enkyuren . Each of these o rganisa tions ,  only to m ention a few of  them , has 
done a lot of com m unity  and  social work. This has become a par t  of our  
responsibility, but it must be rem em bered  th a t  each co-operative insurance 
society carries out its com m unity  w o rk  or under takes  its social responsibility 
in various w'ays.

I have been associa ted a lot with the C o-upera tive Insurance S o c ie ty  of 
M anchester.  M anchester  has been my Mecca for education  and  tra in ing  in 
insurance. There I found th a t  their  way of  under tak ing  social responsibility is 
to distribute the entire profits  of the Life insurance business back to the policy
holders; this is one form. O ther  countries  do m ore  direct and  visible things like 
p roviding old age homes and  hom es for rehabilita tion . T he  rehabil i ta t ion  
centres of bo th  La Prevoyance Socia le  and Z en kyu ren  are exam ples  we m ust 
note and  I would com m end  all delegates present at this Conference take back 
with them  their publications,  which are available in the Exhibition.

I must not at  this stage forget to m e n tio n  the  activities o f  The M alaysian  
C o-operative Insurance Society . We have been involved in many, m any  ways. 
We have in the first instance created a scholarship  fund out o f  profits  o f  the 
Life insurance business to  enable policyholders and  their children  to  get 
university educat ion  and ob ta in  professional qualifications. There was a need 
for this in our country ; there was a need for higher education; there was a need 
for technical experts; there was a need for professional people; and  it was felt 
by the M .C .LS . tha t  we should  do som eth ing  to improve the situation . We 
therefore ap p ro p r ia ted  ou t of our p rofits  and  set up  a fund to  aw ard  scho lar
ships; and  we have been aw ard ing  such scholarships every year for the purpose 
of getting our  m em bers  and  their  children  h igher education ,  no t only a t  the 
centres of educat ion  in our  universities in M alaysia but also overseas. We have 
done charitable  w ork as well for b lood  banks  and  blood d o n a t io n  cam paigns.
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O n the ques tion  of hand icapped  children we have provided funds to  help 
them. But our  main activity perhaps,  which was recent and which might be 
m entioned at this stage of  the Conference, is o u r  part in fighting inflation.

This was not m entioned  in the P aper  w hich was circulated to you because 
at the time, when the P aper  was written, this question  was not im por tan t  at all 
in Malaysia. We have been fo rtuna te  with our  inflation problems. But during 
the last year the cost of living w ent up. not only because of  im ported  inflation 
from other countries but because o f  the abuse by those wholesalers, importers 
and producers  in the coun try  w ho raised the price of  the various com 
modities, even those grow n in the country. We could not unders tand ,  for 
exam ple , why coconuts  tha t  are  available in large quantities in the country  
had to  go up in price by a lm ost ten times. The coconut trees did no t need oil; 
the coconut tree climbers did not get higher wages; b u t  yet the price of 
coconuts  and  the price of  rice all went up. The M .C .l .S .  Board therefore 
decided tha t som ething had to be done  to  im prove the posit ion and  actually 
put up a fight to  keep the price of  food  dow n, especially in the case o f  food tha t 
was produced  in the country .  M alaysia is self-sufficient in rice, which is the 
staple food, and  yet the price of rice went up lO^r in June; 20% in July; 30% in 
August; 40%; and  50%; and  so on and  so on. We knew tha t  the p roducer  of 
rice, the farmer, was not getting th a t  kind of  increase. But tha t the middle 
man, the m an w ho ordered  rice and  reduced supplies, was increasing the price. 
The M .C .l.S .  decided to set up essential food d is tribu tion  centres th ro u g h o u t  
the country  and  we set up  14 of  them  in O ctober ,  1973. We were able to get rice 
from the C o-operative farm ers at a lm ost half  the m arket price; and  with an 
addition  of 10%; to  the cost we were able to bring dow n the retail cost o f  rice, 
which was then selling at a b o u t  90 M alaysian  cents, to 44 M alaysian  cents. 
You may w onder  why the insurance society got involved in this, which should 
be the jo b  of the co-opera tive  co nsum er  movem ent, U nfortunate ly ,  fellow 
delegates, the co-operative co nsum er  m ovem ent in Malaysia was very weak 
and unable to  provide any resistance at all. The co-operative stores them 
selves were buying rice from  those w ho bough t rice and were selling at very 
high prices. This activity of course  b rough t us a lot o f  benefit f rom  the 
insurance point of view. P aradoxically ,  it was inflation and  the rising cost of 
living tha t  b rough t m ost clients to  the co-operative m ovement. But from  the 
M .C .l .S .  point of view, we felt th a t  we had a social responsibility to the com 
munity  at large and  since we had  the m anpow er  and the backing of  the 
M alaysian  co-operative m ovem ent beh ind  us, we were able to organise this 
and w ithou t much expense because organis ing was not such an  expensive p ro 
cedure, especially since we had the hu m a n  resources available.

We were able to  do  a good jo b  in keeping the price of  essential foods 
down. Believe it or not, the price of rice in the coun try  went dow n to o u r  level. 
This was a successful exper im ent in com m unity  developm ent and so we, fo ra  
time, had to al locate some of  o u r  best men to  be responsible for organising 
this. In the long run we benefited because the M .C .l.S .  got a m uch  better 
image in view of the social responsibility  it had under taken  and, above all, for 
the good it had done  to the com m unity .

There was a lot of ta lk  ab o u t  price control; there was a lot of talk  of 
activity by the G overnm ent; but it was tha t practical form of doing som ething 
th rough  the co-opefative m ovem ent lead by the Insurance Society which 
brought results. F u r the rm ore ,  the M .C .l .S .  aga in  feel tha t  the investment of 
our funds should  be for the im provem ent o f  the s tandard  of living of  the
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people. This has been m entioned , and  perhaps will be m entioned by Mr. 
R ittner in his P ap er  this af te rnoon ,  and  therefore I leave it alone; except to say 
tha t  with the resources available to  the insurance industry , the investment of 
funds for the im provem ent of the com m unity ,  not necessarily of the policy
holders only, is som eth ing  tha t is good for the com m unity  and  for the co 
operative insurance as well. O f  course there is a social responsibility o f  co 
operative insurance at a level of premiums, p roviding better benefits than  the 
capitalist o r  private industry. And those things prove tha t in the course of 
business, we can im prove the insurance business on the one hand , and  on the 
o ther hand we have the ques tion  of  providing insurance to those who need it.

The private and  S ta te  insurance com panies  would  not be bothered abou t 
considering w hat kind o f  insurance service is needed by the com m unity ;  all 
they are interested in is profit.  A co-operative insurance society, on the other 
hand, has this responsibility to the com m unity  in tha t  it should be able to 
provide the insurance needs of the people from  every side.

This is why the M .C .l .S .  very actively supports  the I .C .I.F . in the pro 
m otion  of co-operative insurance in developing countries. Insurance is a 
social service and , as I said in my Paper, co-operative insurance organisations 
exist to  serve the co m m u n ity  and  are in fact created  for com m unity  develop
ment. They should  bring the com m unity  together  and  m ake each individual in 
a com m unity  feel a sense o f  responsibility tow ards  each other.  Their  overall 
objective is to m ake the co m m u n ity  grow  as a unit, w ithou t losing sight of 
h u m a n  values, an d  to upho ld  the rights of every individual.  I will repeat this 
again, this is mostly lost sight o f  in insurance com panies; co-operative 
insurance should not lose sight of h u m a n  values and  we should uphold  the 
right of every individual to live in the com m unity .  In any event, activities of 
this sort would show co m m u n ity  considera tion  and  will cause ready accept
ance by the com m unity ;  an d  will generate grea ter  business and  m em bership  
for a co-operative insurance society, as has been experienced in my country. 
To prove tha t the co -opera tive  is a non-profit  o rganisa tion  a co-operative can
not boas t  of profits  or surp lus th a t  have accrued. But it can achieve this end by 
showing tha t the surplus it has derived from its activities is being utilised for 
com m unity  development.

A co-operative insurance society has to  reflect its social responsibilities in 
the conduct of the business itself. One initial area where the responsibility has 
to be reflected is the underw ri ting  of risks. The reality of insurance is th a t  per
sons who are m ost in need of  insurance are those affected by im pa irm en t  or 
some ailment. However, they tend to  be classified as uninsurable .  Thus  a class 
of people are denied insurance, particularly  Life insurance,  which invariably 
m eans tha t  their families will be deprived of  the security they need. Could  a co
operative insurance society, non-p ro f i t  m otivated ,  practise insurance in this 
m anner  and  avoid a responsibility for this class of people and  the com m unity ; 
1 do  not th ink so. A co-operative is better  built to  take in those risks and  it 
should do  so a t  w hatever  cost, as a social responsibility th a t  it ca n n o t  shirk. It 
has to show the difference in its m otivations and  this is one area  where there is 
a clear need to do  so. It need no t th row  overboa rd  underw ri t ing  principles but 
funds can be created for this purpose  to meet the contingency. Provision of 
g roup  insurance is an o th e r  m a tte r  by which such people can be p rovided  with 
insurance cover.

Mr. Dahlberg  this m o rn m g  m entioned tha t  a co-operative insurance 
society has access to  a lot o f  in fo rm ation ,  particularly  in view of  the large n u m 
ber of policyholders. This is a fact tha t we must recognise. W ith  the excep
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tional in fo rm ation  th a t  we ordinarily  have, we will be in a position to do  more 
social and  co m m u n ity  work than  any o ther  co-operative or  public 
organisation.

Finally, as 1 said earlier, the M .C .l.S .  is a t tem p tin g  to  further  itself into 
national life in every conceivable form. Identification with national 
aspira tions in the econom ic and social areas are being shaped. We went into 
development o f  fa rm  oil projects; we went into developm ent of cultivation; we 
went into industria lisa tion  and p ro m o tio n  of  industries in a coun try  where 
industrialisation was ju s t  com mencing. We therefore identified ourselves with 
what we call the Second M alaysian  D evelopm ent P lan  or, in fact, o u r  national 
aspirations.

However, w hatever  may have been done  in social developm ent may seem 
smalL.or insignificant in com par ison  to som e of the developm ent by co
operative insurance societies in Europe, We have a small popula tion ;  we are a 
small organisation; but yet, as I said earlier, we are try ing our best to  under
take social responsibilit ies in every conceivable form - even to the extent of 
taking part in the p ro m o tio n  of badm in ton ,  which is a national sport.

In conclusion it should  be said tha t a co-opera tive  insurance society is a 
people’s o rganisa tion  and  consequently  it m ust  function  fo r  the people. Only 
then could its g row th  be assured and  accepted as a valid one. T h an k  you very 
much for your a t ten t ion .

C H A IR M A N ; T h a n k  you  very much, Mr. K ulara jah ,  for that rem arkable  
presentation  of  a subject which all insurance co-operatives, bo th  large and 
small, and w hatever  be the co rner  o f  the world where they carry  out their busi
ness, should keep in m ind. W ithou t  further  ado  1 shall now  invite Mr. Pesonen 
to give us his view of the problem .

M R. P E S O N E N ; Mr. C ha irm an ,  Gentlemen. I also w an t to th a n k  Mr. 
Kulara jah  for his very lively and  though tfu l  speech. 1 th ink  all of us can agree 
tha t the result will be better  if Mr. K ulara jah  also in fu ture continues cha in 
sm oking and  effective th inking. W ith  your  permission, Mr. C ha irm an ,  I 
would like to offer him a cigarette. 1 would also, for my own part,  like to 
express how greatly I apprec ia ted  the views presented  by Mr. K ulara jah  in his 
speech and  in his Paper. But when I began th ink ing  ab o u t  how  all these things 
are in my own com pany ,  I became a little uneasy and  I asked myself: Is it really 
possible tha t we in the co-operative insurance business in F inland, have in 
many respects been on the w rong  track?

But when you  th ink  a b o u t  this for a while and  also a b o u t  the conditions 
in which we and o u r  friends in m any countries operate,  you  soon realise that 
there are sometim es reasons for a m ore meagre a t ti tude  which, at least in 
certain countries, is unders tandab le  and  often inevitable. In the first place 
legislation sometim es imposes serious obstacles. 1 can m ention ,  for example , 
that in F inland the R e insurance C om pan ies  Act states tha t only limited stock 
com panies and  m u tua l  com panies  m ay practise insurance, but no t  co
operatives. Strictly speaking, of course, an  insurance com pany  canno t in itself 
be a co-operative body. It can  only function  in co l labora t ion  with the co
operative m ovem ent.  My com pany  was established and is largely adm in is
tered by the co-operatives, b u t  in term s of  law it is just one am ong  the other 
Finnish m utua l com panies .  W hen Mr. K ulara jah  m entioned  th a t  co
operative insurance should  no t a d o p t  the n a r ro w -m in d ed  a tti tude  of
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confin ing itself to  the insurance business alone, I fully agree. But, fo r  ex 
am ple, in my coun try  there are several lim ita tions in th a t  the law expressly fo r
bids an  insurance com pany  to indulge in any  activities o ther  th a n  insurance 
and  the auxilia ry  activities directly related to  it. A second extremely  severe 
and  concrete obstacle in m any  countries  is the  existence of a highly com peti
tive m arket.

I will give an example . My C o m p a n y  is well-known in F in land  for the fact 
tha t  we have invested a considerable par t  o f  o u r  assets in cheap housing  loans. 
This has resulted in a considerable a m o u n t  o f  social housing, which in our  
bleak and  cold land is a m atte r  of s ingular  im portance; but is likewise an  
expensive activity. Such investments have incurred  us with the p roblem s vis-a- 
vis ou r  com peti to rs ,  as they have an  investm ent policy motivated  purely by 
profits. We in these days of m o un ting  infla tion  are hard  pressed to  offer ou r  
cus tom ers insurance a t  the same price as the private companies. It has to  be 
stated th a t  if a private com pany  is satisfied to  com pete  with hardly  any profit 
margin, an  insurance com pany  within the co-opera tive  m ovem ent can simply 
not exist unless it concentra tes  its efforts on  preserving its competitiveness. 
The u n fo r tuna te  consequence of  this is th a t  we can see no way we can to  any 
significant extent,  w ithou t com m itt ing  suicide, provide those services, 
benefits and  o ther  privileges and  facilities, over and  above those gran ted  by 
others,  as suggested by Mr. K u la ra jah  in his address. But it is no  d o u b t  
essential,  as Mr. K u lara jah  sta ted , to  try  to  do  ju s t  tha t.

Co-opera tive  insurance societies in m any  countries are well-known for 
the fact th a t  they have offered services cheaper  and  on m ore favourab le  term s 
th a n  private com panies.

My C o m p an y ,  too ,  has been know n for the fact tha t  in several classes of 
insurance its p rem ium s are som ew hat u n d er  the prevailing rates. But in cond i
tions of such com peti t ion  this has also m ean t incurring a loss and  we have 
often been com pelled to  ask ourselves w hether  we are not do ing  m ore h arm  
than  good in the long run  to the principles o f  co -opera tion  if we im poverish  
o u r  C o m p a n y  co m pared  to  the o thers. This  reality, w ithou t  p rob lem s of 
profitability, does not only concern  the insu rance  business of  co-operatives. 
The co-operatives in general in my country ,  as in m any  o ther  countries,  are 
compelled to  opera te  under  highly com peti tive  conditions. It is a 
m athem atical  impossibili ty to keep ab reas t  with developments and  at the 
same time sell superior  products  at lower prices th a n  the others. Those others 
are con ten t  to  opera te  at a very low profit margin. If only we really can 
m ain ta in  o u r  s trength  in conditions o f  heavy com peti t ion  and  at the same time 
provide services, benefits and  o ther  privileges over and  above those given by 
others. 1 believe th a t  we financially have to be s trong  and  we have got to have a 
sufficient par t  o f  the m arket.

Mr. C h a irm an ,  all tha t  1 have said is, so to  speak, the reverse side of  the 
coin, a counter-ba lance to  Mr. K u la ra jah ’s address ,  and  it is certainly in place 
if 1 finally s tate th a t  I am  to a m a jo r  ex ten t  o f  the sam e opin ions as Mr. 
K ulara jah  concern ing  those  social responsibilit ies which  co-operative in su r 
ance societies possess. 1 say this so th a t  there will be no m isunders tand ing  tha t  
my far g loom ier  con tr ibu t ion  th a n  M r. K u la ra ja h ’s is not a denial o f  the  real
ism of  his views. They are possible; they  have been extensively applied, p a r 
ticularly in M r.  K u la ra jah ’s own Society, an d  it is my opin ion  th a t  M .C .I.S .  
has good  reason  to  be bo th  pleased an d  p ro u d  o f  its achievements. I believe 
tha t  we have m uch  to  learn ab o u t  m ethods  and  a t t i tudes  f rom  the p ioneering  
w ork  of  M .C .I .S .
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C H A IR M A N : T h a n k  you, Mr. Pesonen. It’s a long time since we have had the 
pleasure of having a delegate from  your  C o m p an y  coming to the rostrum , so 
we enjoyed receiving your views on this very im por tan t  subject. T h an k  you. 1 
now call the next speaker w'ho will be Mr. Holler.

M R. H O L L E R : Mr. C ha irm an ,  Fellow Delegates. I would like to s ta rt  by 
expressing my apprec ia tion  of  Mr. K u la ra jah ’s Paper ,  which I found very 
interesting and stimulating. Mr. Pesonen  has stolen my first po in t  which was 
th a t  there are so m any differences between the different countries. T he  laws 
are different; the w orking conditions are different; and tha t  makes it 
impossible to follow the same principles in all countries. In N orw ay, too ,  the 
authori ties have imposed up o n  the com panies  very strict rules as to w hat we 
can do and  w hat we canno t do. As a m a tte r  of fact, Mr. K ulara jah ,  th a t  has 
no th ing  to do with being narrow -m inded!

There is an o th e r  point I would  like to  make. 1 would like to go a little 
beyond the scope of  the title of the Paper: “Social responsibilit ies o f  co 
operative insurance societies". Mr. K ulara jah  has himself touched up o n  it in 
his descrip tion  of  m any  insurance organisa tions. He states th a t  they, quote ,  
“become very im personal and  com pletely ot^livious to the needs of  their 
policyholiders as well as the com m unity" .  This is a very significant point,  
particularly  to a co-operative society. In my opinion it is not sufficient th a t  a 
co-operative society w orks for the benefit o f  the members. It is no t  sufficient 
tha t the m em bers  elect the representatives to  the Board and to o ther  g overn 
ing bodies. We have to find ways and  means to  take further steps in such a way 
tha t the m em bers  can identify themselves with the co-operative society, so tha t  
they can feel tha t they are really taking par t  in the policy decisions and in the 
activity of  the society. We m ust let them  feel tha t the co-operative insurance 
society is not only a friendly society but th a t  it is their Society. W e have in my 
country, and  I know  experim ents  are going on in o the r  countries, too, tried to 
create o rganisa tions and  com m ittees  where the representatives o f  the policy
holders take a direct p a r t  in the deve lopm ent o f  new insurances; new ways of 
organising the insurance activities; claim settlements; and  so on. We have, in 
co-opera tion  with the T rade  U nion  m ovem ent ,  es tablished m ore  th a n  2,000 
local insurance committees. C om m ittees  with the local agents o f  the Society 
and two or  three representatives of  the local T rade  Unions being members. 
These C om m ittees  establish a kind of  tw o-w ay com m unica tion  and  in fo rm a
tion between the Society and  the members. We learn ab o u t  their  needs and 
abou t  our  mistakes, and  they learn ab o u t  the opera tions  and problem s o f  the 
Society. At the m om en t  we have m ore th a n  30 experiments going on, local 
projects where we try and  achieve ways to decentra lise  the decision process in 
claims settlements and  engage the m em bers  m ore actively in m arke ting  new 
insurance. We have established a kind of jo in t  claim settlement com m ittees  to 
which the m em ber  can appeal  and  have his case reviewed if he feels he has not 
got a fair t rea tm ent.  The m em bers  themselves are in m ajority  in the C o m 
mittee. The Society has in advance stated th a t  under  all c ircum stances it will 
accept the decision of the C om m ittee ,  even if the  m em bers  are in m ajority , just 
to  prove th a t  we mean it seriously when we ta lk  ab o u t  increased influence on  
behalf  o f  the members.

I could have m entioned  o ther  examples, but w hat I have said should  be 
sufficient to underline my point. As a co-opera tive  society it is ou r  ob liga tion  
to s timulate the individual m em bers’ interests in the Society’s insurance
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activities; to stim ulate  its interest in p ro tec tion  not only of  his own security 
and that o f  his family, but o f  the neighbours next d o o r  and  of his colleagues at 
the w orkshop. It is not easy to  be successful in this respect,  but we have to  try 
hard. Well, Mr. C h a irm an ,  1 started my com m ents  by expressing my 
apprecia tion  o f  Mr. K u lara jah ’s Paper. After hav ing  had a couple of days’ 
stay in Malaysia. 1 would  conclude by cong ra tu la t ing  him on what he has 
achieved in practice. To  tu rn  theory  into practice, tha t  is ou r  job .  It is, of 
course, also very profitab le  to have an efficient public relations d ep a r tm en t  to 
tell the rest of the  w orld  w ha t  we are doing. 1 feel convinced tha t  Mr. 
Kularajah would  in par t icu la r  agree with that.  T h an k  you.

C H A IR M A N : T h a n k  you, Mr. Holler, for you r  interesting contribu tion .  I 
will now call for Mr. F itzpa tr ick  to speak.

MR. F IT Z P A T R IC K :  Mr. C ha irm an ,  Fellow Delegates. Mr. K u lara jah’s 
remarks and  his P ap e r  are truly thoughtfu l  and  inspiring. They are also 
convincing because it is eminently  clear tha t he practises what he preaches. His 
remarks with respect to  the variety of activities in which the M .C .I.S .  is 
engaged are a lm ost  beyond  com prehension  for som eone who, like Mr. 
Pesonen. comes from  a coun try  in which the type of  activities an  insurance 
com pany can engage in are som ew hat limited, perhaps even m ore than  
somewhat, by the various regulations.

Nevertheless, even within a  fram ew ork  o f  regulations which restrict an 
insurance o rgan isa tion  to  the business of insurance, there  are still a num ber  of 
ways in which the c o m p an y  can perform  social services. First o f  all the very 
fact tha t an  o rgan isa t ion  is a co-operative or a co-operatively oriented 
organisa tion  establishes the fact tha t the o rgan isa tion  possesses a higher 
degree of social consciousness th a n  usual.

A n u m b e r  of the specific ways in which this concern  has been transferred  
into activities has been clearly described by Mr. K ulara jah .  Going on to some 
of the organisa tions in the United States we can look to League Life, headed 
by Mr. V anderbeek, and  the fine work tha t  this organisa tion  has done in 
establishing and  helping the developm ent o f  co-operative insurance 
organisa tions and  facilities in Latin  America. In o u r  C o m p an y ,  N ationw ide, 
we have a long history  o f  response to  social concern. M any  of you I am sure, 
are familiar with the nam e and the work of  Mr. Lincoln, who for m any years 
was President o f  N ationw ide. He was one o f  the founders  of  C A R E , the C o 
operative for A m erican  Relief Everywhere, which is still very active in helping 
people in the less developed countries,  not only helping them  with specific and 
tangible things, but m ore than  that,  helping them  to  learn how to help 
themselves. In addit ion ,  on the part of N a tio n w id e ’s generous contribu tions of 
funds and tim e to  char i tab le  and  educat iona l o rganisa tions ,  we are engaged 
in financial support  to a considerable degree in subsidising high risk insureds. 
Perhaps though ,  even the fullest degree of our  co m m itm en t  to social responsi
bility is in the effect o f  the dedicated  involvement o f  our  own employees, 
policyholders, and agfents in worthwhile  com m unity  projects. Unfortunately , 
not all of o u r  m em ber  policyholders agree with this com m itm en t.  F rom  time 
to time we do have objections from  policyholdcrs w ho say in effect: “ Why are 
you spending all this tim e and m oney  in projects which have no th ing  directly 
to do with insurance? W ould  it not be bet ter  to just provide the insurance 
service at a lower p rem ium  cost ra ther  than  to  do  this?” We have at least one
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well-known and  well-respected insurance educa to r  and  au thori ty  in o u r  
country  who espouses pretty  m uch  the same idea.

As a m a tte r  o f  fact,  just last m o n th  in a publica t ion  of the C harte red  
U nderwriters’ Society, P rofessor J o h n  Long, of the  University of  Indiana, 
raised this ques tion  in w hat is a pretty  scholarly  docum en t.  1 d id  bring a long  a 
copy which I will give to  Mr. K ulara jah ,  he m ay have some interest in review
ing ano ther  v iewpoint on this m atter.  P rofessor  Long, in his article , poses this 
question: “ W ha t  insurance com panies  are  really suppQsed to  be doing in a 
world plagued with grevious problem s is no t solving m any  of these problems; 
w hat they ought to  do  is just confine themselves to  the  principal o f  p roviding 
the insurance tha t  the public needs at the lowest possible cost.” A lthough  I do  
not agree with P rofessor Long, his po in t o f  view is one which we m ust c o n 
sider in respond ing  to  the inquiries o f  o u r  policyholders,  as we design and  put 
into effect o u r  ow n p rogram m es of social concern . T h an k  you.

C H A IR M A N : T h a n k  you Mr. F itzpatrick. The ro s tru m  is now free for the 
next delegate to  speak. W ho w ants  to speak on this vital subject?

M R . T A K E M O T O : Mr. C ha irm an .  It is indeed my great pleasure to have the 
opportun ity  of  speaking  at this time.

Mr. K ulara jah  of  the C.I.S . has given us a very valuable talk and I am  
deeply impressed and  moved by his presentation .  At the same time I would  
like to m ention  th a t  he touched  u p o n  m any im p o r ta n t  points which are of vital 
im portance and  of  interest to us in this field.

There is one very im por tan t  point th a t  I have to  make. It is my personal 
view tha t co-operative insurers m ust deal with not only insurance business but 
also with welfare matte rs ;  and  this spirit came across to me th rough  his 
presentation  very clearly. I h i s  is the kind of spirit with which we must 
p rom ote  o u r  activities. However, there is a p rob lem  and  a gap between the 
ideals tha t  we hold and  the ac tua l activities tha t we can really pursue in o u r  
daily business.

Mr. K u lara jah  touched  upon  the activities o f  M .C.I.S . in providing 
labour and  facilities to  the handicapped; to  hospitals; and  o ther  activities. We 
certainly cong ra tu la te  you  on the activities th a t  you  have concluded. In Mr. 
Y am a n ak a ’s p resen ta t ion  of the day before yesterday he mentioned there are 
20 Life insurance com pan ies  and  20 non-Life insurance com panies  in J a p a n  
and they are com peting  freely in the m arket.  W hat can we do  to  enable o u r  
insurance com panies  to  provide m ore welfare activities at  a profit? D o we 
have to invent some new system within each enterprise so that we can provide 
such welfare activities on  a p rofi t -m aking  system, or is there any institutional 
im provem ent tha t we can m ake in the insurance industry  as a whole? In o ther  
words, even if o u r  co-opera tive  insurance societies try to provide better 
welfare activities to the public, if we canno t do  it at profit maybe we will be 
failing in the m arke t  com peti tion .  W hat can  we do  to  enable the co-operative 
insurers to  successfully com pete  with the private  insurance com panies, while 
m aking a profit an d  providing better service? Because at present o u r  
premiums are som eth ing  like 10% lower th a n  those of  the private insurance 
com panies and  the service tha t  we provide is equivalent to w hat the private 
insurance com panies  are providing. In o rder  to  im plem ent the ideal principles 
tha t we hold for o u r  activities,  w hat kind of  tra in ing  and educat ion  did 
M .C.I.S . conduct? H ow  did they try to  co-o rd ina te  the ideal and the practical
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activities? I apprec ia te  Mr. K u iara jah ’s co m m en t in specific terms ab o u t  the 
training or the system tha t he has used. T h a n k  you, Mr. C hairm an.

C H A IR M A N : T h a n k  you, Mr. T ak em o to ,  f o ry o u rc o n t r ib u t io n .  W ho  wants 
to speak now?

M R . M A N S O O R : Mr. C ha irm an ,  Fellow  Delegates. I quite agree with Mr. 
Pesonen’s rem arks .  As regards Israel we have the same problem s ab o u t  not 
being perm itted  to  do  any o ther  w ork bu t insurance. At the same time we have 
trem endous com peti t ion  in Israel. We have, in Israel, more th a n  100 
com panies and  agencies opera ting  in a  very, very small m arket,  and  the 
H assneh  is opera ting  against this very, very serious com peti tion. I also 
apprecia te w hat M r. F itzpa tr ick  said in regard  to the basic need of co 
operative insurance societies to offer insurance at the lowest possible rate  with 
the best possible service. W here is the possibility o f  a co-operative insurance 
society fitting in in this particu lar  sphere? 1 th o u g h t  ab o u t  this and  1 th o u g h t  
perhaps there a re  five different possibilities as far as the H assneh  is concerned:

W e found  we could do  som ething in the Israeli M arke t .  The first pos
sibility was, in this sphere of  insurance itself, the  ques tion  of inflation, which 
was a lready referred to; we can do som eth ing  a b o u t  it and  we have done; for 
instance, in Israel the inflation rate in the last 10 years has risen by 3.65 times. 
Yet the  insurance p rem ium  for  Life insurance has been reduced by a b o u t  40%; 
I th ink  it is the only price which has been reduced. This was because the 
H assneh  m anagem en t  found  tha t  by getting m ore  business you  can reduce the 
costs, as is always the case. H assneh  has con t inuous ly  taken  the lead to  reduce 
costs. I th ink  in fact we have a very b a d  nam e in  Israel w ith  the o ther  co m 
panies which, in spite of a  tariff, keep having  to  bring the tariff  lower.

I th ink it is a very, very im por tan t  th ing  which we are do ing  and which we 
can do as a sort o f  semi-public type of body.

Second poin t I have no ted  is the ques tion  of the m oral  and  the ethical part 
of the business. We, those w ho are dealing with com peti tion ,  know tha t  in 
order to  a t t rac t  the business we keep on giving special benefits to  in te r
mediaries; to agents; to supervisors; to brokers; etc. It is the H assneh  policy to 
stop paying too  m uch  for som ething which is exaggerated  and  particularly  
under the table. W e do not pay under  the table an d  we try to avoid paying too  
much. It can  be done  in m any  ways; any  Life a c tu a ry  can  build up  a table 
whereby a co m p an y  can prevent by m eans of, for instance, very high surrender  
values, paying to o  m uch  by way of com m issions in the first few years.

A th ird  possibility, and  this is w hat we are try ing to do,  is a ques tion  of 
social benefits to  employees. We try to pay and  we are paying our employees 
perhaps the best service conditions, I ta lk  of  the  lower and  the m iddle level, 
never of the h igher level - unfortuna te ly  -  the best social benefits available 
in the coun try  and  to  encourage them to part ic ipa te  m ore in the running  of  our  
business. We have a t  the m om en t two em ployees on  the Board of  M an ag e 
ment o f  the H assneh  and  we are now w ork ing  u p o n  some form of employee 
participation  in w hatever  profits com e ou t o f  the business.

T hen  there is the fou rth  point,  we try to  take  the lead when there is need to 
financially su p p o r t  any par t icu lar  under tak ing ; for instance if there is a 
request for any p ar t icu la r  con tr ibu tion ,  say for disabled children, the H assneh  
give a ra the r  large sum of money, advertise this and  the o ther  com panies  have 
got to follow if they w ant to  keep up with the com peti tion .  This is also one of
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the things which we can do and  which we are d o ing  in the country.
And finally, it is a ques tion  of  new policies and new fields; we 

continuously  try to  see w hat par t icu lar  field has not been tackled and  com e 
out with new plans and  new ideas. We have m ade it a point tha t  in every aspect 
of ou r  business, we must com e out with one new plan  per year. Owing to  the 
very keen com peti t ion ,  o the r  com panies  have got to  follow suit or try to  come 
up with som eth ing  better. T h a t  is for the benefit o f  the entire country. I just 
want to  add  tha t  today  H assneh  has ab o u t  20% of  the Israeli M arket  and  we 
like to say th a t  one of every four Israelis has a policy with us. T h an k  you.

C H A IR M A N ; T h a n k  you, M r. M ansoor .  We have now M r. G ra h n  wishing 
to  say som ething on  this subject.

M R. G R A H N ; Mr. C ha irm an ,  Delegates. It has already been said th a t  there 
are many points in Mr. Kulara jah 's  P aper  tha t  are w orth  a lot of cons idera
tion for any office. In the beginning of the P aper  he says tha t  by form  and  
nature a co-opera tive  is a social instrum ent existing to serve the com m unity  as 
ano ther  a l ternative to  the capitalistic system. At the end of the P aper  he says: 
“ It should be said tha t  the co-operative insurance society is a peop le’s 
organisa tion  and  consequently  it m ust function  for the people.” 1 th ink  we 
need this type of  general goal as a par t  o f  o u r  w ritten  policies. This year in 
Sweden, bo th  the F edera tion  of C o nsum er  Societies and  F olksam  have 
published their w ritten  p rog ram m es an d  goals. T o  illustrate the type of 
written s ta tem ents  tha t  we need m ore of, 1 will quote from these two 
publications. A ccord ing  to the general p ro g ra m m e of the consum er co
operative m ovem ent its aim  is to  partic ipate in developing the society so th a t  it 
is as a whole orien ta ted  to the goal of fulfilling the needs of the people. Beside 
taking up the ques tions of  p roduc tion  and  d is t r ibu t ion  the p rog ram m e covers 
environm enta l policy; consum er  policy; and  cu l tu ra l  matters. A ccord ing  to 
F o lksa m ’s w ritten  p io g ram m e we state th a t  the Rochdale  principles, if 
constantly  applied, m ust lead to  a Society different than  the existing one. We 
also say th a t  the consum er  co-operative m ovem en t  is built on the principle 
that people best take  care of  their interest, if they together  p roduce  and 
distribute the goods  and  services they need. In o u r  p rogram m e we also state 
tha t areas outside the insurance activities should  be taken into consideration . 
To prevent dam ages  and accident, F olksam  should  allocate resources for 
practical measures , tha t  serve the interest o f  the  policyholders. T h ro u g h  
inform ation,  pressure g roup  activities an d  o the r  m eans, we shall influence the 
general opinion; the State; the com m unities ;  com panies; and  o ther  
institutions in society. We have rules, as Mr. H oller  said, but in spite o f  these 
we can do a great deal for our  m em bers  and  o th e r  people.

F olksam  has  been active over a b ro ad  field of  social responsibilities. We 
have been engaged in m any  fields; m en ta l  health ; developing ra tional  repair  
methods; experim ents  in the  area of  traffic safety; traffic safety inform ation; 
alcohol and  driving; alcoholism; narcotics; research  in social welfare; the 
causes of  social m alad jus tm en t;  preventative measures aga inst social m al
adjustment; cr im inality  and  social changes; accident prevention in w ork ing  
environm ent; accident prevention in sports and  team games; causes of 
accidents am o n g s t  children; psychiatric studies concerning w ork ing  
conditions; cancer research; rehabilita tion  centres; am p u ta t io n  difficulties; 
am bulance systems; health  check-up centres; etc.
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F olksani also acts as a pressure group. A typical case is ou r  s tandpo in t  
concerning the regional plan lo r  the developm ent of S tockholm . On the basis 
of ou r  statistics on  m orta lity , illness, accidents, crime, m ental health, social 
welfare, we criticised the p roposal and asked for m ore studies concerning the 
relationships between urbanisa tion  and  the conditions leading to m ental and  
ph\sical health.

rhe point 1 would  like to make is tha t  beh ind  all these quo ta t ions  and 
behind Mr. K ulara jah 's  P aper  there is an  inherent view on society and  on the 
individual, his needs and his nature, tha t is com pletely  different from the type 
of partial ideas, th a t  is “econom ic man", tha t have influenced the developm ent 
of our  economies. The co-operative m ovem ent has never been guided by such 
ideas of  hum an  na tu re  tha t take c o m m o n  models o f  business adm in is tra t ion  
and economics. O n  the o ther  hand we have not tried to develop a clear cut 
view on m an  and  his needs. 1 am  not going to  try to  do this here. But if and 
when we try to do  it. it would be worthwhile  to do  it in the s;ime spirit tha t  Mr. 
K ulara jah’s P ap e r  is based on. T h an k  you, Mr. C ha irm an,

C H A IR M A N : 7 h an k  you, Mr. G rahn . W ho  else w ants to talk on this subject. 
Mr. Guldberg.

M R. G U L D B E R G ; Mr. C ha irm an ,  D ear  Colleagues. 1 would  like to  p ou r  a 
little oil on the waves of  enthusiasm  which have been put forward today. I 
would not say th a t  1 am  very modest, but 1 th ink tha t  we co-operatives should 
be, from  time to  time, a little more m odest and  should not boast too  much 
about our  activities.  On the o ther  hand , 1 would  say tha t the co-operative 
m ovem ent acts as a very good ferment in the capitalistic world, and  I th ink 
that m any of  the changes which have taken  place are really due to the co 
operative movem ent.

The start of the co-operativ e movem ent in R ochdale  should not be u n d e r 
estimated. O f  course , conditions very m uch  depend  on the developm ent, or 
the state o f  developm ent,  o f  various societies. 1 th ink tha t Mr. Pesonen is very 
right when he states, for instance, tha t in the N ord ic  countries we have an 
insurance legislation which is ab o u t  the same. Actually I th ink th a t  the 
insurance legislation in the N ordic countries was developed by jo in t  co m 
mittees. Therefore ,  we ca n n o t  start investing in activities o ther  than  dealing 
with insurance.

W e canno t s ta rt  direct investments in industry  and  so on. But on the o ther  
hand I th ink tha t  we can do  a lot by setting up co-operative institutions which 
can be as active and  be com petitive in the capitalistic world and  then try to 
make a p roper  transfo rm at ion .

W hen our  Israeli friend took  up the ques tion  of  the benefits, I should 
m ention  tha t a b o u t  nearly fifty years ago  there was agreem ent between the 
Swedish trade un ions  and the co-operative m ovem ent that the co-operative 
m ovement should not pay m ore for the cost o f  the labour  than  the capitalistic 
companies; and  it is like tha t  in Sweden. We have got a co-operative 
federation of em ployers, but they never m ake independent w'age agreements 
with the various organ isa tions  of employees. The Swedish Federa tion  of 
Employers m ake up the agreem ents w'ith the T ra d e  Unions, the “blue collar” 
workers and the “white collar” workers; and  then the co-operative employers 
follow the same agreem ents  in principle, in o rder  to  keep the co-operative 
m ovement competitive. We do  not pay higher salaries than  private industry  -
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maybe, as our  Israeli friend said, the “ top ha ts” are not paid even as m uch  as 
they would be in private industry.

But nevertheless 1 would  not say th a t  it is no t im portan t  to  have co
operative insurance; because I th ink  th a t  the need of  capital to  develop the co
operative enterprise is very im portan t .  I th ink  it was at the C onference in 
Vienna tha t  1 m ade a report ab o u t  the investments m ade by the pension funds 
in the various countries. It was very interesting to  see how, by setting up, for 
instance, independen t co-operative pension funds, the money invested well in 
co-operative industries,  accord ing  to legal requirem ents  of course, could help 
the co-operatives to  prosper  and  to develop. If you m ake a tota l balance sheet 
of the whole co-operative m ovem ent in Sweden you  will see tha t  one out of 
every four k roner  com es from  the pension funds.

So we have, I th ink ,  to  walk on this very n a r ro w  edge not to be too 
modest; but we m ust see, in this competi tive world in which we live that we are 
not tha t  m uch  better  than  m any of our  com peti to rs .  T hank  you.

C H A IR M A N ; T h a n k  you, Mr, Guldberg. Any o ther  speaker?

M R. D E B R U N N E R :  Mr. President, D ear  Friends. I am the delegate of  a 
small coun try  and  also of a small com pany  in Switzerland. We are perhaps 
small, but not absolute ly  un im por tan t .  I have only one rem ark to make. First 
of all I th ink  tha t  the item we are discussing now is a very im por tan t  one, not 
only for o ther  countries  but also for o u r  country ,  Switzerland. We must th ink 
of the social responsibilit ies which m ust be considered by societies also 
belonging to  the capitalistic system. While we, ourselves, follow the rules of 
social deve lopm ent and  th ink  of the people we are going to insure, the 
capitalistic societies are listening to an d  looking  at w hat is being done by the 
co-operative insurance societies; for instance, the A dam  Association in 
Switzerland out o f  all the com panies  do ing  business on the Swiss m arket.  And 
on very m any  occasions we could take stock th a t  the o ther  com panies  were 
looking very keenly at how we were do ing  business and  what our  rules were. 
So if we are on the m arke t  and  are do ing  our  very best for our  clients, I th ink 
the whole m arke t  is influenced; and in this way we can also m ake an effort to 
create social responsibilities in all com panies. I m entioned  this point as it may 
perhaps be helpful for o ther  representatives of all the rather  small com panies.

C H A IR M A N : T h a n k  you, Mr. D ebrunner .  W ho  else wants to speak? No one 
else. T hen  I shall ask Mr. K ulara jah  to  answer the various speakers.

M R. K U L A R A J A H :  Mr. C ha irm an ,  Fellow Delegates. First o f  all I m ust say 
I am very grateful to  all o f  you, and I am  particu larly  happy tha t  my P aper  has 
provoked so m uch  com m en t and also particularly  grateful for the points 
mentioned by som e of the speakers. I'll start with the last speaker, Mr. 
D ebrunner ,  w ho m ade  a very, very im por tan t  com m en t on the influence on 
the social responsibilities o f  o the r  capitalist com panies .  It is true, and I m ust 
emphasise tha t  o the r  com panies  opera ting  in the coun try  watch very closely 
what is being done  by^the co-operative insurance society. This is particularly  
so in M alaysia, for example: p r io r  to the fo rm a tio n  and  the estab lishm ent of 
the M alaysian C o-opera tive Insurance Socie ty , the reversionary bonus 
given by private Life insurance com panies  in the coun try  was very, very low; 
but as soon as the M .C .I.S .  cam e out w'ith its reversionary bonus, on the lines
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advised by our  friends in the C.I .S .,  M anches te r ,  the bonus  rates for  Life 
insurance com pan ies  in the whole coun try  s ta r ted  to increase; and  they 
increased even m ore th a n  w hat we were able to give, because we were a small 
Society. But the fact is tha t the influence of  the M .C .l .S .  on the insurance 
industry was th a t  the  whole coun try  benefited in tha t  better benefits were 
given by the p rop r ie ta ry  or capitalist com panies.

i'he o ther  speakers  m entioned  two im p o r ta n t  points. One is ab o u t  
legislation and  the  o ther  is ab o u t  com peti t ion .  I must say here, very 
emphatically , th a t  o u r  legislation in M alaysia  is no  different. We in M alaysia 
look a ro u n d  the world : ou r  people look a ro u n d  the world; ou r  legislators look 
around  the world; an d  generally bring ou t laws which conform  with the laws 
of other countries. But the way we went a b o u t  it is significant. F o r  exam ple , 
when we carry  ou t a n  activity, such as the var ious  activities I have boas ted  
about,  we do  it in different forms. C oncern ing  the question  of  assistance to 
handicapped children, we are perm itted  by law to  app rop r ia te  out of profits 
and to create funds for  such purposes. S o  we did this quite legally.

O n the ques tion  of o ther  activities, such as the developm ent of the 
country  and  p ar t ic ipa tion  in developm ent projects, we organised a subsidiary, 
know n as The M alaysian  C o-operative In d u str ia l D evelo p m en t So cie ty  
belongs to the M .C .l .S .  and in which we invested money. Investment in such a 
society is perm itted  under  o u r  law. This Socie ty went ab o u t  doing the 
development w ork  of  the insurance organisa tion .  The investment out o f  funds 
provided by the insurance society was utilised for developm ent,  agricultural 
development, industria l  developm ent and  o ther  form s where we participated.

A n o th e r  way we went ab o u t  it was to  help to  organise co-operative 
societies and  take an  active par t  in them, firstly by investing in the  capital and  
secondly by helping in the m anagem en t by p rovid ing  m anageria l personnel.  
One good exam ple  is the C o-operative A u to  W orks o f  M alaysia  which was 
formed mainly based on  what Folksarn  was d o ing  a t  Vaxjo. This society, in 
which we have invested, was form ed to  reduce repa ir  costs; to  give m ore 
efficient repa ir  service; to  expedite  handl ing  of  m o to r  insurance claims. But 
here the law will not allow us to do  it directly. But th rough  the subsidiary in 
which we take an  active par t  and , to which we second such m anageria l 
personnel as are necessary - their  salaries are paid  by those organisa tions to 
which we second - we are able to do  such of  o u r  activities which are 
considered o u r  social responsibility, within the law and  completely with the 
knowledge o f  the au thori t ies  concerned.

On the ques tion  o f  com peti t ion  m entioned  by several speakers, I would 
say this: The fact th a t  the M .C .l.S .  was involved in such social and
com m unity  w ork b ro u g h t  us to  the forefront in the face of  com peti tion . The 
people who realised th a t  the M .C .l .S .  was do ing  such responsible social work, 
felt that they should  su p p o r t  the M .C .l.S .  ra th e r  than  the private insurance 
organisations. This b ro u g h t  ab o u t  steady g row th  in o u r  organisation.

Mr. G u ldberg  p o u red  some oil on the en thus iasm , which has perhaps 
been created at this Conference, for  our  social responsibility. I really agree 
with him; but with this com m ent: tha t  the w o rk  has to  be done  and ,  as I stated 
earlier in my p resen ta t ion ,  even when the Socie ty was form ed we prom ised 
tha t  we would  un d e r ta k e  social responsibility; th a t  we would  give insurance 
cover at the best possible terms at the m in im u m  o f  cost. Those fac tors  m ust 
not be overlooked. W e should  try  to provide the best efficient service tha t
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people require, at the best possible cost. 1 th ink  very sincerely that with p a r 
ticipation in social w ork  you can achieve a bet ter  insurance business at the 
m in im um  costs. We did, for example , do  the  var ious  things which our friend 
Mr. M ansoor  from  H assneh  m entioned, paying low com m ission and  paying 
better salaries to those  in the middle and  the lower income group. It seems to 
be quite c o m m o n  th a t  those in the higher g roups  in the co-operative insu r
ance societies are n o t  treated  so well.

The o the r  fac to r  which m ust be rem em bered  here is again  on  the q u es
tion of investments. The N orw egian  way of  giving housing loans at lower 
interest rates is an o th e r  exam ple  of social w ork  being done  because the m an  or 
the w om an  who benefits from  this will always su p p o r t  the co-5perative insu r
ance society. He feels obliged; he feels happy.

Now I will go straight back to w hat Mr. G u ldberg  said ab o u t  boasting. In 
the insurance business we believe tha t good  public relations is absolutely 
necessary. If good public relations is considered to be boasting, then I have no 
further com m en t to  make. W ithou t hav ing  good  public relations in the 
various activities th a t  you  under take ,  in the var ious  kinds of plans you offer, 
we as co-operative insurance o rganisa tions will not be serving the com m unity .  
There is a lot o f  confus ion  ab o u t  insurance a m o n g  the people, particularly  in a 
developing country .  The insurance consciousness is such tha t  people are 
confused over Life insurance itself; the need for Life insurance; the need for 
any  other insurance; and  have a lack of un d e rs ta n d in g  of  the various types of 
policies th a t  are offered. This is especially so since the  policies are prin ted  in 
very small p r in t  w hen  the conditions are stringent.

I m ust say th a t  it is im p o r ta n t  to  have as m uch publicity, as good public 
relations by co-opera tive  insurance o rganisa tions on  the various social and  
com m unity  w ork  they do,  not only for their  g row th  but to create a better  
understanding  a m o n g  the people of the country .

Finally, Mr. T a k e m o to  asked the question: H ow  is it you are able to 
provide m anageria l  and  specialist assistance to  the various co-operative 
societies in the form  of train ing and education? I m entioned to  you tha t we 
created a scholarship  fund, which we set aside ou t o f  our profits for the 
prom otion  of  educa t ion  and  training, particularly  for university education  
and professional qualif ications. O u t of this fund we give three or  four  scho lar
ships annually  for such study. Naturally , where the co-operative m ovem ent 
needs training, we offer scholarships for th a t  kind o f  training. A n  exam ple  is 
tha t of our co-opera tive  p rin ting  o rganisa tion ,  S A  D A Technicians, to which 
we offered scholarsh ips  and  one of their em ployees has already qualified at the 
London  College of Prin ting .  He has come back  and  he is bound ,  under his 
bond, to serve the C o-operative Printing Press for five years. W hen award ing  
the scholarship we m ake  it a cond it ion  tha t  he or she serves the co-operative 
m ovem ent for at least five years afterwards. In this way we have been able to 
create a num ber  of technical people so badly needed for the co-operative 
movement. O f  course, because they get their scholarships from  the c o 
operative insurance m o \e m e n t ,  they are dedica ted  to the co-operative m ove
m ent and w ork  very hard  indeed to m ake a success o f  w hatever  they are asked 
to  do.

I think I ha \  e covered the various points . I must say, in conclusion, tha t I 
am very grateful for the various com m ents  m ade at this Conference on this 
very im portan t  subject. T h a n k  you very much.
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C H A I R M A N : T h a n k  you very m uch, M r. K u la ra jah  for such an  im p o r ta n t  
con tr ibu tion  to  the interest o f  ou r  Conference; and  thanics to all who to o k  part 
in this debate. It has been lively and  it has proved to us the interest you have 
for this subject, presented so skillfully by Mr. Kularajah.

The m eeting  ad jo u rn ed  fo r  lunch  at 12.30 hours.

The session was resum ed  at 14.00 hours.

9 . Savings, investm ent and insurance

C H A IR M A N : We will im m ediate ly  take  the ne.xt point on  the agenda,  
“Savings, investment and insu rance” , and  I have the pleasure of  ask ing  Mr. 
R ittner  to  present his Paper.

M R. R IT T N E R : Mr. C h a irm an ,  D ea r  C o-opera to rs .  Fo save, to insure, to 
invest - -  these term s form  a triangle enclosing optim al p ro tec tion  for the 
public striving for better  quality  o f  life by m eans of  more security in a longer 
life.

As co-operative insurers it is o u r  pe rm a n en t  charge to com e fo rw ard  to 
fulfil the wants and  the needs of  the public. To  fulfil-them not only now  but 
also in 10 or 20 years time. In the past,  co-operative econom y showed 
considerable efficiency and  achieved successes in the field of insurance 
industry. T oday  and  to m o rro w  we are newly confron ted  with assignments 
which are, however, not fully identical anym ore  with those of  past years. 
Political, social and  econom ic changes m a k e  it necessary to realise tha t p a r t  of 
ou r  ac tions m ust be orienta ted  to  new aspects to d a y  and in the future.

In im p o r ta n t  par ts  of o u r  world o u r  insured are enjoying a fairly steady 
increase in their income and  are thus accus tom ed  to a certain  s tandard  of 
living which they wish to m ain ta in  also after  retirement. This s ta n d a rd  of 
living, however, requires a protective um brella .  Actually, the m a jo r  motive for 
taking ou t Life insurance to d ay  is, besides pro tec ting  the family on  the 
financial side, to ensure a carefree retirem ent. Thus provision for old age must 
continue to  grow sim ultaneously  with the  income. H an d  in h an d  with the ris
ing s tandard  of living, inflation is con fron t ing  us. The prob lem  o f  m o n e ta ry  
stability has  to be tackled. Because the insurance sum  is regularly  s tipulated  
nom inally , a steady m one tary  deprec ia t ion  perm anen tly  creates new p ro te c 
t ion  gaps. O n  accoun t of profit d is t r ibu t ion  and  ta x  benefits on capita l in su r
ance, Life insurance presents a high re turn-yield ing investment. H ow ever,  it is 
obvious th a t  the re turns  will be consum ed  by m o n e ta ry  deprecia tion  an d  this 
all the m o re  s tronger as the rates of  m o n e ta ry  deprecia tion  rises.

Life insurance in various countries m ade  great efforts over the last years 
to  develop and  prepare  new insurance p roduc ts  which would  shield the ir  
insured better  aga inst losses in purchas ing  power. This was in tended to  have 
the doub le  affect o f  reducing the flight to  o ther  savings media prom ising  at 
least h igher investment returns and  less vulnerability  to inflation. These 
developments, dea r  colleagues, led to the ap p o in tm e n t  of the Investm ent of 
Funds C om m iss ion  by our Executive C om m ittee .  This C om m ission , which 
com m enced  its w ork  in 1973. d id  no t  receive precise terms of reference from  
the Executive C om m ittee ,  preferring to  leave it up to  the C om m ission  itself to 
develop its research in the light o f  w ha t  it revealed.

As it was expected  tha t the results o f  this C om m iss ion’s w ork would be
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handed in to this Conference, this lett a w ork ing  period of only 14 m o n th s  for 
the Com mission . Under this aspect. I do  not hesitate to adm it,  it was not 
always possible to supplem ent the newest da ta  and  results. For C O O P -I.ehen. 
for instance, our friend and  colleague Mr. D ebrunner ,  will subm it the newest 
results o f  his C om pany 's  "Fifty-fifty P lan"  to you personally in tlie ensuing 
discussion.

D ea r  Friends. The sum m ary  of this research is the 88-page report mailed 
to all m em bers  this August, I do  not intend to recite this report here. The 
underlying theme, how the em erging desires and  d em a n d s -o f  clients in 
investments - m ax im um  growth; m a x im u m  security; m ax im um  interest 
could be met, has been dealt with in several areas. F o r  instance, in w hat ways 
conventional l.ife insurance could be made more at tractive in o rder  to 
com pete better with o ther  long-term  savings media, taking into account 
liberal as well as strict governm ent insurance supervision. F u rthe rm ore ,  
delivering in form ation  on various new savings forms which are being 
practised and  an  analysis for m arke ting  new Life insurance products.  A nd last 
but not least, at the special request o f  ou r  C ha irm an  and Executive 
Com m ittee ,  investigation into the estab lishm ent of a jo in t investment fund.

The report does not give any “prescrip tions" o r  “ recipes” for the activities 
of M em ber  Societies. Exam ples have been gathered and  presented with 
sufficient detail to  guide the M em ber  Societies in testing their  suitability for 
domestic use. N either  does the report pass any  final judgem ent on existing 
Life insurance contracts ,  concepts or saving forms. Nor does this report,  and 
this is m ost im portan t ,  m easure the suggestions m ade as to m oral and ethical 
obligations of  co-opera tive  insurers.

A lthough  the Com m iss ion  m ade all efforts, whenever it entered into 
principles of the co-operative m ovem ent ,  to  phrase the sentences in such a way 
as to m ake  them  acceptable to as m any  as possible o f  the M em ber  Societies, it 
could not be avoided tha t  op in ions differed in some details. This is the way it 
should be, I think. C .LS.,  M anchester ,  for instance, in form ed us th a t  they 
could, speaking on their behalf, by no m eans agree with the s ta tem en t in the 
C om m iss ion’s report  which said:

“The intensified developm ent o f  deben tu re  lending can also be 
suppo r ted ,  especially relative to  m ortgage loans, since the shor ter  term s 
of the form er result in m ore  rapid  tu rnover  of investment funds an d  a 
relatively faster ad a p ta t io n  to  changed  m arke t  conditions. It m ust also 
be pointed  out tha t  with some reservations investments in c o m m o n 
weal objects have, in general, a smaller rate  of  return . (C om m onw eal  
objects m ean  social projects and  public welfare w ork  un d er ta k en  for the 
benefit of o u r  com m unity ,  th a t  is the people).

It is certainly ap p ro p r ia te  to  m ake  co m m onw ea l  co n tr ibu t ion  by 
o u r  insurance com panies  prim arily  in the insurance sector; when a n  in
crease in investment income and  thus in the paym en t o f  dividends to 
policyholder, becomes necessary, com m onw ea l  con tr ibu tions  in the 
investment sector m ust inevitably w ait .”

M aybe I should  m ention  here only as one exam ple  of these com m onw eal 
objects, as we call it, the low-rent housing  p rog ram m es which, for instance, 
V o/ksfursorge  in West G erm any  developed on a very large scale dur ing  the 
last 25 years following the des truc tion  of W orld  W ar II, the largest 
p rog ram m e on a non -governm enta l  basis.

1 should like to remind you tha t the two paragraphs  from the report 
which I ju s t  q u o ted  represent the prevailing op in ion  of the C om m iss ion
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members. The C o-operative Insurance Socie ly . M anchester,  advised me tha t  
they act in accordance  with principles set ou t  in the co-operative Independen t 
Com m ision  R eport  to  the C o-opera tive  U n ion  in G reat Britain which, in ter  
alia, states;

“ Som e co-opera tors ,  eyeing the vast resources of  the C.I .S . with na tu ra l  
envy, th ink  tha t  it should lend to  co -opera tive  societies on  specially 
favourable terms. We do  not share this view. The first du ty  o f  the C .l .S .  
is not to  co-operative societies as such, but to its own policyholders -- 
many of  w hom  are, of course, individual co -opera tors .  It would  no t be 
right for it to sacrifice their  interests by m ak ing  loans a t  rates sig
nificantly below those curren tly  ru ling  in the m arke t .  We therefore have 
no crit icism of the terms on which the C .l .S .  norm ally  lends.”

T hat was a q u o ta t io n  from tha t  Independen t Report .  The C .I .S .,  M a n 
chester, also advised th a t  with regard to investm ents outside the co-opera tive  
m ovement, but which might be regarded as in the national interest, they take 
the view tha t  it is for the G overnm en t o f  a co u n try  to  provide such funds and  
not for one sector o f  the financial m a rk e t  to m ake funds available  at 
preferential rates o f  interest.  F o r  an  insurance o rganisa tion  to do this, would , 
according to  the C .l .S . ,  really a m o u n t  to a h idden ta.x on its policyholders.

The C om m iss ion ’s report invites M e m b er  Societies to  choose from  the 
many concepts,  practices and  con trac ts  described, with a view to  w hatever is 
good for their  policyholders,  and  w hat is ap p ro p r ia te  and  practical under  their 
national cond it ions  of  supervision, ta x a t io n  and  m arke t  circumstances. This 
is especially true  of the investigations o f  the C om m iss ion  concerning the pos
sibilities and  condit ions  for the found ing  of  an  in te rna tiona l  investm ent fund. 
This could no t possibly be founded , if desired at all, until a conceivable, 
subsequent liberalisation and  h a rm o n isa t io n  of  differing insurance super
visory laws.

All this w ould  have to be developed in com peti t ion  with all o the r  funds 
and ways o f  saving, as well as w ith a lready existing  connections and  ob liga
tions of the par tne r  com panies.

Life insurance has always received lasting impulses th rough  econom ic 
surges. The real m o to r  of private p ro tec tion  is to  believe in the future. T h a t  
this keeps up  is. however, mainly dependen t  on  the success of tackling  the 
problem of  m one tary  stability. S ta te  m easures , nationally  and  in te r
nationally, on  m one tary  policy are therefore  necessary to  keep the m one tary  
deprecia tion  as low as possible. This includes also advocating  restriction of 
consum ption  to  a certa in  extent. Here the cycle is com pleted again, because 
Life insurance has 'a lw ays  played an im p o r ta n t  role in restricting co n s u m p 
tion by p r i \a te  households .  Life insurance p rem ium s are frozen for a long 
period and  are, if not wholly, for a long te rm  at least, not available for 
consum ption .

Life insurance is therefore a stabilising elem ent in our  economy. This 
binds the institu tions, w ho  offer these form s of  p rotec tion ,  to engage actively 
in a con t inuous  econom ic developm ent. T herefo re  to  take  ou t a Life insurance 
is, a t  the same time, a challenge to  us as co -opera tive  insurers, to com prise 
similar interests and  to apply  actively to  the legislative bodies of our  econom ic 
systems, th a t  the public 's belief in the fu ture is preserved.

T h an k  you  very much.



C H A IR M A N : T h a n k  you Mr. RIttner  for tha t good sum m ary  of the written 
Report of you r  C om m ission  and  the good p resen ta t ion  of a subject which is of 
vital im portance ,  not only to co-operative insurance, but to all insurance men.

I have a num ber  of delegates who have expressed a wish to partic ipate in 
the discussion of Mr. R it tne r’s Paper ,  and  1 will ask Bob Vanderbeek to open 
the discussion.

M R. V A N D E R B E E K : Mr. C ha irm an ,  Fellow Delegates. Mr. K u la ra ja h a n d  
I share a lot o f  c o m m o n  interests and  1 recall his com m ent this m orn ing  tha t 
one of  the best ways he finds to th ink  is to  be on a plane, with Scotch  in hand 
and  cigarette in m outh .  1 would like to suggest to  him, since I do not smoke, 
tha t  m aybe we have a co-operative jo in t  venture .

Earlier to d ay  M r. D on  J o h n so n  m en tioned  th a t  in the D etro it  River, 
which is p re tty  close to  where I live, a b o a t  went dow n with a substan tia l 
a m o u n t  o f  Scotch  on board .  P erhaps  if Mr. K u lara jah  and  1 were to  fly to  
D etro it  to be a search party  and  were to  find th a t  Scotch, m aybe his concern  
ab o u t  sm oking  would  end very quickly.

Seriously, in term s of  the report,  Mr. R it tner,  the C ha irm an ,  asked me to 
com m ent on the League L ife Insurance C om pany 's  Variable Life insurance 
policy. In the C om m iss ion  R eport  there is a descrip tion  of the fund-linked 
Life insurance in the United States. We call it V'ariable life. Variable Life 
insurance is a policy th a t  has aspects of bo th  Life insurance and m u tua l  funds. 
It includes a guaran teed  m in im um  dea th  benefit with possibly higher dea th  
benefits determ ined  by perform ance of a stock investment portfolio . The 
League L ife  policy is similar in concept to  the N ew  York Life  P lan described in 
the Report .  However, due to  the ap p ro a ch  we p lanned  to utilise in selling and 
adm inistering  the program m e, there are significant differences.

As m any of  you know , in the United States insurance is regulated by each 
of the 50 States; on  the o ther  hand , securities are regulated by the Federal 
Governm ent.  Since Variable Life insurance includes bo th  insurance features 
and security features, regulations by bo th  the S ta te  and  the Federal A u th o r i 
ties ap p e ar  to be w hat we are going to  have. The League L ife  policy has 
already received app rova l  by our  own S tate  insurance depar tm en t .  At the 
present time the League L ife  P lan  appears  to  be the only Plan tha t  meets both  
the Federal and  the S ta te  G o v ern m en t’s regula tions regarding m a x im u m  sales 
commissions, expenses, voting  rights and  price disclosure. However, to  be 
honest, there m ay be a long delay before the Federa l G overnm en t gives final 
approval to any Plan, and  it is still not know n  exactly w hat type of  regula
tions the Federal G overnm en t will dem and .  However, I believe it is sig
nificant tha t  a com pany  as small as League L ife  can have a significant effect on 
the plans of w hat we would  call the giant com m ercia l Life insurance co m 
panies. It is a lready  clear tha t  each of these o ther  plans will have to be 
modified, m uch  of the m odification  being tow ards  the direction of  having a 
plan similar to o u r  own plan. In this way 1 th ink  co-operative insurers can act 
as “catalysts” to  the best advan tages  of the entire public, not just for their  own 
co-operative members.

D uring  the last two years we have had a period of great inflation, w orld 
wide inflation, bu t  also have had a greatly  reducing value in the stock m arket 
or, as we call it, securities. In other w ords the concept tha t stocks and  securi
ties rise as the cost o f  living rises certainly has not been the case in the last two 
years. Therefore it is doub tfu l  if m any  people would  be interested in purchas
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ing a Variable Life insurance policy even if we could m arket one at this time.
As many of  you know l.ea^ue L ife's  most popu la r  insurance plan is called 

Family G roup  Life. This is a term Life insurance product,  with the p rem ium  
collected from  the savings accoun t of the credit union member. 1 his policy 
now provides protec tion  for over one million people in M ichigan alone. 
A pproxim ately  a year ago we offered a second Family G ro u p  Life p ro 
gram m e called Family G ro u p  Life 11. T he  Fam ily  G roup  Life 11 p ro g ra m m e 
includes a provision that au tom atica lly  increases your  insurance pro tec tion  
when the cost o f  li\'ing increases. It w orks  this way. F orevery  full lO'^r increase 
in the C onsum er  Price Index the am o u n t  of insurance for the m em ber  and  his 
family, as well as the p rem ium , will increase a m atch ing  10%. In o ther  words 
both  the prem ium  as well as the benefits increase by the sanTe am oun t .  Again 
this is a term insurance policy so we are  not dealing  with cash values. The first 
such increase will take place in 1975, due to the great increase in inflation. It 
would ap p e ar  th a t  the first increase will be a 20% increase, ra ther  than  jus t  a 
I09f increase. This, o f  course, is only a m ino r  step to  help meet the prob lem  of 
inflation. League L ife  com m ends  the C om m iss ion  for its very com prehensive 
study.

It is un fo rtuna te  that today 's  pe rhaps  unique inflationary and econom ic 
condit ions  m ake it extremely difficult to  depend  on past practices as gu ide
lines to solving the difficult prob lem s we face today. However, we urge all 
M em ber  Societies to  carefully review the C om m iss ion  Report.  As Mr. R it tne r  
pointed out,  there are a great num ber  of exam ples very comprehensively  re
ported, coun try  by country , co m p an y  by com pany . A nd do not assum e tha t 
what m ight be possible in one coun try  could  not also be possible in you r  own 
country . We ourselves have benefited very m uch  from  two ideas; one from  
C O O P -L eben  tha t  helped us to establish our  Fam ily  G ro u p  Life p r o 
gram m e; and  a second from H assneh  on the cost-of-living idea. Therefore  we 
do urge th a t  all M em ber  Societies review carefully the C om m ission  R eport ,  
and we hope tha t  this urgent matte r,  particu larly  the inflation question , be one 
of con t inu ing  concern  and study  by the l .C .I .F .  T h an k  you.

C F IA IR M A N : T h a n k  you Mr. V anderbeek.  Lhe next speaker I invite to co n 
tinue this  d iscussion is Mr. D ebrunner .

M R . D E B R U N N E R :  Mr. C ha irm an ,  D ea r  Friends. The R eport o f  the Invest
ment o f  F u n d s  C om m iss ion  is certainly o f  u tm os t interest for all M em ber  
Societies, especially those doing Life insurance business. We have a r e m a rk 
able study before us based on th o ro u g h  and  careful investigations. A lot of 
work has been done  by Mr. R ittner  and  his colleagues on the C om m iss ion . I 
th ink they merit o u r  very best thanks  indeed.

Now 1 th ink  th a t  you  m ight like to  hear  som eth ing  abou t the ac tua l s i tua
tion in Switzerland. In our  coun try  we are faced, too, with increasing rates of 
living-costs. This rate in 1962 was only 4.3%; last year the inflation rate cam e 
to 8.5%; an d  the newest figures I have, show  us tha t  we have to coun t with the 
rate of increasing living-costs being a b o u t  129f for this year,

N ow  for many years Swiss Life insurance com panies  have been studying 
the ques tion  of  w h a t 'c o u ld  be done  to  m a in ta in  the purchasing  pow er of 
money paid in by and  reserved for  their clients. It was up-to-da te  not possible 
to  find a really perfect solution. My ques tion  is: Will it ever be possible to find 
such a perfect way? But there are cons truc tions  in Switzerland which give the

90



possibility of com pensa ting  to a certain  degree the loss of purchasing  power. 
For  instance, some com panies  have tariffs for a kind of index-linked Life 
insurance. The sum assured, toge ther  with the prem ium , can be increased 
periodically up to a m ax im um  age, o f  course, and w ithout new health 
taxation .  A num ber  of  Swiss banks crea ted  investm ent funds, as a rule open- 
end funds, with the aim  of offering their  clients the advantages and the benefits 
of such investments either in real estate o r  in shares, or both. The insurance 
question then came up and  as a result a ra the r  close co-opera tion  between the 
banks and  the Life insurance societies cam e ab o u t ,  to  cover the clients' risks of 
illness, invalidity and  death . T here  are problems: these com binat ions ,  as a 
rule, are a \  ailable only at bank  counters.  One is not allowed in Switzerland to 
deal with securities. It is an  old law, 1 would  say an an t iqua ted  law, b u t  it does 
exist. A n o th e r  p rob lem  is tha t  the public, and  especially people with not much 
knowledge in such transactions,  seem to consider  these com bined saving plans 
of investing and insuring to  be ra the r  com plicated . For some m on ths  the 
dow nw ard  tendency on  Swiss stock exchanges has not been at all favourable 
for investors in assets of such investment funds.

Now, as you have seen in the rep o r t  o f  the C om m iss ion , C O O P -L eben  
created in 196! a com bined  plan  for insurance and  investment called Fifty- 
Fifty. M ay 1 refer you to the R e p o rt  where you can find a very good descrip
tion of  this plan.

At the beginning and  dur ing  the first years we considered this P lan  to  be 
an experim ent.  T oday , it can be said Fifty-Fifty  is a real success and very much 
apprecia ted  by our  clientele. Here are some figures. In 1971, two years ago, 
par t  o f  Fifty-Fifty  com plex  was 25% o f  the whole p roduc t ion  of  C O O P- 
Leben. It was the same in 1972 and  last year this part  came up to  nearly 40% of 
the whole new produc tion  m ade at C O O P -L eben . So  you can  see from  these 
figures th a t  the F ifty-Fifty P lan  is very m uch  apprecia ted  by the public and 
also, o f  course, by our  agents.

Now, why has it been such a success? First of all, the progressive rates of 
inflation impressed the popu la tion  m ore and  more. They becam e increas
ingly aware of it. Now Fifty-Fifty offers a chance to mainta in , at  least to  some 
degree, the purchasing  power.

Secondly, the issue price has been raised continuously  according to  the 
rising value o f  real estate. There was never a re trograde m ovem ent, and  I th ink  
this is very im portan t .  The original issue price was 200 francs per share in 
1961; the issue price today  is 274 francs. Now this will surely not tell you a lot. I 
shall quo te  two o ther  figures; the average increase in value during  14 years, 
tha t is to say up to now , is nearly 39r per an n u m ; the average rate of inflation, 
accord ing  to  our  coun try ’s index, is som ew hat above 6%. S o  we have just 
abou t  the possibility of offering this F ifty-Fifty Plan, that is to say with the 
part which has gone to  the real estate. We have had chance to com pensa te  
abou t half  o f  the increasing living costs.

Thirdly  the yearly interests paid out a m o u n t  to som ewhat above 4.6%. 
This is ca lculated on the average of  the issue price of  each year, and based on 
the original price of issue - these 200 francs at the beginning. The interest 
paid in 1973 gave a rate of 5.9%, or  nearly 6%. W hen fixing the yearly 
dividends, of course, we m ust first of all have in m ind our  investors’ interests, 
and try to work ou t as high a profit as possible. But there is an o th e r  po in t of 
view, and  I th ink it is an  im p o r ta n t  one. We have to th ink  of the o ther  side as 
well and this side means the tenan ts  o f  the flats in our  buildings, belonging to

91



the Fifty-Fifty fund. They have to pay rents. N ow  Fifty-Fifty follows a very 
cautious policy of  rent. The consequence of this policy, however, was som e
what less capita l profits,  so tha t,  quite clearly, we could not give a m ax im um  
of dividends. All this is con tra ry  to some o the r  real estate investment funds in 
Switzerland, which lost their  image because of  exho rb i tan t  rises o f  rents, 
made at any time. They achieved a splendid interest, o f  course, but at the same 
time earned heavy reproaches from the public an d  G overnm ent.

F ourth ly ,  investm ent in o u r  real es tate fund can  be considered to  be rela
tively sure. We have first-class quality flats with rents which are considered to 
be ra ther  low.

N ow the problem s. I 'he  net profit is also considered to be ra ther  low, 1 
must adm it ,  especially m easured against to d a y ’s paid  interest rates, nam ely  
8%. There are surely those am ongst you  w ho kn o w  tha t  in 1950 we had 
interest rates o f  only 3^/:%. Now this has risen and  today we are on Ŝ ’o. 
A no ther  p rob lem  is th a t  in the near fu ture S w itze rland’s rent policy will p ro b 
ably be restricted by the G overnm ent.  This is perhaps  due to some real estate 
funds and  o ther  funds  w ith exho rb i tan t  rises o f  rent.  The third problem  is tha t 
it is extremely expensive to build new flats today  an d  this causes ra the r  high 
rents. Therefore  the  num ber  of possible tenan ts  with adequate  income has 
diminished. Living has to  some extent,  and  in several cities in Switzerland, 
become ra the r  difficult.

A n o th e r  fact which 1 th ink will be of som e interest to you is the 
following: —

A few days before I left Switzerland for this Conference the Swiss Life 
insurance com pan ies  decided to  appo in t  a w ork ing  com m ittee to investigate 
possible solutions for  fund-link  insurances. W o rk  is going to  start  during  the 
next weeks. 1 ca n n o t  tell you  yet w hat the result will be.

N ow  this, G entlem en, has  been a sho r t  look  a t  tendencies with in  the 
Life insurance a n d  investm ent m arket.  T o d a y ’s problem s and  those of the 
near fu ture  in o u r  coun try  canno t be overlooked . I also believe tha t  the ques
tion of  w hat we can do to m ain ta in  o u r  clients’ pu rchasing  pow er is an in ter
national one. Ju s t  the same as inflation does not concern  only one country ,  
separate from the  others, bu t  it is a world-w ide very far-reaching develop
ment. T h a t  is w h a t  1 th ink with regard to these living costs. I hope tha t  the 
rem arks are helpful to  you when you are  dealing  with the o ther  items of  this 
subject.

I 'h a n k  you.

C FIAIRM  AN: T h a n k  you, Mr. D ebrunner ,  for y o u r  interesting views on  this 
subject. I will now  call Mr. G oppo ld  to con t inue  the discussion.

M R. G O P P O L D :  M r. C ha irm an ,  Delegates. I am  reporting  on the profit-par-  
tic ipation system of  the Volksfiirsorge. my paren t  C om pany .  The tariffs o f  all 
Life insurance com pan ies  opera ting  in the Federa l Republic  of G erm any  must 
be app roved  by the  Federa l Insurance S uperv isory  A uthority .  Flereby the 
Federal Insurance Supervisory  A uthor ity  a t taches  particu lar  im portance  to  
the perm anen t perfo rm ance  of  the contracts .  Therefo re  only those tariffs are 
approved which include considerable safety m arg ins regarding m orta lity , 
interest and  adm in is tra t ive  expenses. This becom es particularly  ap p a ren t  
through  the fact th a t  an  an n u a l  interest o f  only 3% at the m ost may be used in 
calculating the p rem ium .
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C onsiderab le  profits, as for exam ple  interest and  risks profits, naturally  
accrue as a result o f  this cau tious prem ium  calculation  dem anded  by the 
Federal Insurance Supervisory  Authority .  A ccord ing  to the regulations o f  the 
Federal Insurance Supervisory  A uthor ity  at least 90'"fof these profits m ust be 
set aside for the p ro fit -part ic ipation  of  the policyholders. For  m any years 
Volksfiirsorge L ife  has m ade even m ore than  99% of the profits available for 
the profits pa r t ic ipa tion  of  its policyholders.

Volksfiirsorge L ife  d istributes these a m o u n ts  p redom inantly  accord ing  
to the so-called “ na tu ra l  system". This means th a t  profits are allotted mainly 
in such a way to the individual insurances accord ing  to how much these have 
contribu ted  to  the fo rm a tion  of profits. T herefore  a profit share is g ran ted  out 
of the interest gain, which is in general s tipulated in p roportion  to the interest 
bearing capital. A basic profit share, which is generally stipulated in p r o p o r 
tion to the p rem ium  or insurance sum, is g ran ted  out of the remaining profit, 
which practically includes profit f rom  risks and  adm inistra tive expenses.

Volksfiirsorge L ife  credits these profit shares at the end of the ca lendar  
year following the accrual of the profit. F o r  Life insurances, which were taken  
out under  the old tariff , these profit shares accrued  with interest and only paid 
out together  with the insurance benefit. In con tra s t  to tha t,  the profit shares 
for the new now  valid Life insurance tariffs o f  Volksfiirsorge L ife  are used as 
bonuses, m eaning  in form  of an add i t iona l  insurance sum free of p rem ium  to 
increase the insurance benefit. A whole Life an d  endow m en t insurance, for 
example, taken  ou t in 1967 for a period o f  35 years, receives out of the profit of 
the 1973 business year, a bonus of 1% on D ecem ber  31. 1974. The insurance 
benefit increases from  year to  year th ro u g h  the profits-participation  in form  of 
bonuses.

The Life insurance com panies  must,  accord ing  to the regulations of  the 
Federal Insurance  Supervisory  A u tho r i ty ,  calculate their surplus 
partic ipation  rate  in such a way tha t  they m ay  be kept up perm anen tly  when 
the com pany  shows cons tan t  surplus power. Therefo re  the profits, which are 
not d is tr ibu ted  du r ing  the insurance period within the fram ew ork  of the 
current an n u a l  profi t -pa rt ic ipation ,  are paid ou t  as final profit shares. These 
final profit shares are in general g ran ted  in case of expiry  of  the insurance 
period, dea th  of the insured during  the last year  of the insurance period , as 
well as in case of  surrender  during  the last three insurance years by m ak ing  use 
of the flexible age limit.

The insurance benefits are increased considerably  by the cu rren t  annua l 
p rofit-part ic ipation  and  the final profit-part ic ipation .

The following add it iona l  benefits out o f  the profit-part ic ipation .  using 
the profit share rate fixed for the 1974 ca lendar  year, would result in case of  an 
insurance on whole Life and  endow m ent taken  out with Volksfiirsorge Lije, 
the prem ium  paym ent being annua l,  initial age 30 years-, the insurance period
35 years and  the  insurance sum of 10,000 D M ;
in case of dea th  a t  the end of the 10th insurance year a plus of 800 D M
in case of  dea th  a t  the end of the 20th insurance year a plus of 3,320 D M
in case of dea th  a t  the end of  the 30th insurance year a plus of 8,100 D M
on te rm ina tion  after 35 years, it is an  ad d i t iona l  sum of  15,500 D M

T o pu t it an o th e r  way by d is tributing  99.7% of its surplus in the fo rm  of 
p ro fits-partic ipation  every year, V olksfiirsorge  pays for  a con trac t  o f  10,000 
D M , purchased  by an  individual 30 years o f  age, at the age of  65 to ta ls  25,500 
D M , which m eans 10,000 D M , the sum  purchased , plus the 15,500 D M  profit-
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participation. This practice substantia lly  increases the at tractiveness of 
conventional Life insurance, vw-a-vk o the r  savings possibilities, and  counters  
the influence of infla tion  on the value o f  Life insu rance  proceeds. In addi t ion ,  
the practice adjusts  the sum  insured to  increased income levels and  with 20% 
income tax  privilege each year taken  into cons idera t ion ,  it m eans a real in
crease in net value of  proceeds, despite inflation. M oreover,  the dea th  risk 
insurance cover would  have been provided to  the  insured over the years, in 
effect, on  a gratis  basis.

Volksfiirsorge L ife  was able to im prove the  attractiveness of its Life 
insurance co n t ra c t  substantia lly  th ro u g h  this considerable profit- 
participation, an d  with this its com peting  power. P ro o f  of  this is also supplied 
by the fact tha t  V olksfiirsorge Life, in spite o f  its lower prem ium  level, ranks 
am ong  the com pan ies  who have insurance with the  h ighest‘expiry  benefits as 
far as average insurance periods and average insurance sums are concerned. 
T hank  you.

C H A IR M A N : T h a n k  you, Mr. G oppo ld ,  for tha t  inform ative accoun t of 
Volksfiirsorge's p rofits-pa r t ic ipa tion  policies. N ow  continuing, 1 now invite 
Mr. Rijkers to  com e to the rostrum .

M R . R IJ K E R S :  M r.  C ha irm an ,  D ear  Friends. O ne of  the merits, and not the 
least, o f  the  rep o r t  in troduced  by Mr. R it tne r  is th a t  it tends to  meet and  to 
analyse all the aspects  of  the subject treated. A n o th e r  feature of  the study is 
tha t it is p ruden t  in its ap p ro a ch  and  in its appra isa l .  This is not a criticism. 
Anyone charged with such an  extensive and  com plex  p roblem  would also 
have been very p ruden t.

Lastly, I should  like to ad d  tha t  we could  no t find a better m om en t for 
debate, for since the beginning of this year, 1974, inflation has never 
flourished so well an d  the S tock  Exchange has never done  so badly. Insofar  as 
one may th ink  to  find refuge in speculative values in order  to escape from the 
effects o f  inflation, 1974 certainly brings som e causes for reflection.

The figures m entioned  in the report do  not go beyond the years 1970- 
1972, thus I th ink  it m ight be useful to add ,  or to rem ind  you of, some recent 
indications up  to  A ugust-Sep tem ber ,  1974:

1. M o n e ta ry dep rec ia tion  -  Inflation

C o m m o n  M arke t:  to r  the 10 years period 1963 to  1972 the average
annua l deprecia tion  was 3% to 4.6%. Estim ation  
for  1974: 9% to  19%: accord ing  to  the countries.

U.S.A.: for 1963-1972: m ean  2.9%. Estim ation  for 1974:
10% (at least).

J a p an :  for 1963-1972: m ean  4.4%. E stim ation  for 1974:
25% (at least).

2. Industrial shares
The following are examples taken  a m o n g  stocks well-known on 

the  Belgiurp cap ita l m arket.
T ak ing  as defin ition  of the annua l  p e rfo rm ance  the result in%  of 

the division by the value at the beginning o f  each year, of the value 
increase (or decrease) at the end of the year, p lus the net dividend (for 
1974, only the cap ita l deprecia tion  after  8 m onths)  we have:
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B anque de Bruxelles (bank ing  sector)
In 1971: plus 14.1% of which 5.39r for dividends
In 1972; plus 26.89r of which 5.19r for dividends
In 1973: plus 13.59c of which 4.59c for dividends
1974 (8 months): deprecia tion  by 29.5%

Intercom  (gas and  electricity sector)
In 1971: plus I6.29r o f  which 6.69f for dividends
In 1972: plus 15.19<i of which 6.39f for dividends
In 1973; minus 7.8% in spite o f  the 5.8%; dividend 
1974 (8 months): deprecia tion  by 17.3%

P ho to-G evaert  (chemical sector)
In 1971: plus 15% of which 3.8% for dividends 
In 1972; minus 1.59t in spite of the 3.49o dividend 
In 1973: m inus 12.4% in spite o f  the 4.2'^c dividend 
1974 (8 months): deprecia tion  by I7.29r

Petrofina  (oil sector)
In 1971: plus 24.89t o f  which 3.59^- for dividends 
in  1972; plus 53% of which 3% for d ividends 
In 1973: plus 29.5% of  which 29f for dividends 
1974 (8 months):  deprecia tion  by 43%

3. Investm ent funds
F or  31 funds practised with m ore  or less success by 5 banks and  1 

insurance com pany  opera ting  in Belgium, I have recorded deprecia
t ion  between Ja n u a ry  and  Sep tem ber  1974, rang ing  from  5.I%o 
(Unifonds — G erm an  S tock in D M )  to 30.6% (Interselex — 
Cap ita l  fund  -  F .lux .)  and this round  an  average of  20%c- O ne of  the 
bes t-know n funds in Europe, R obeco , the  fund  the  "Fractiever- 
zekerin g en ” o f  the Insurance C o m p an y  "D e W aerdije" {The  N e th e r 
lands) are linked to, has scored a fall o f  26%o between Ja n u a ry  1st and 
Sep tem ber  12th, 1974.

O f course, the lucky specula tor  will have b o ugh t  before a rise and  sold 
before a fall, bu t  is this elem entary  technique always feasible and  within the 
reach of everybody? Is it always possible when the transactions relate to 
im portan t  masses of  securities? Is it within the reach o f  the applican ts  for unit- 
linked contracts? I a m  curious to  know  the reactions of the underw riters  of 
" Fraciieverzekeringen

It is true  th a t  p h en om enons  like m o n e ta ry  deprecia tion  and  evolution  of 
stocks have to  be analysed for longer periods. O n  the o ther  hand  objectivity 
requires a com par ison  of  speculative securities or o f  the funds contain ing  such 
values, th ro u g h  perform ances of  o ther  investments. But this does not a l ter  the 
fact that,  even in spite o f  the deal p rov ided  by the con trac t ,  in 1974 
beneficiaries will present themselves at the coun ters  of banks  or insurance 
com panies and  will perhaps be d isappo in ted  by w hat they will receive.

It will also be to ld  tha t  the underw ri ter  accepted  to  run a risk in exchange 
for more a t tractive perspectives than  those offered by trad i t iona l  form s of 
savings. No matte r.  But is there no t ransfer  of roles and  responsibilit ies? Do 
individuals, often ignoring  econom ic and  financial problems, have to cover

95



the risks, or is it the task of specialised institutions?
1 will now go back  to the principal object of the report. 1 think we can

place this object in to  three stages:

A statement: the decline of  Life insurance as a form  o f  savings.

An assum ption : this decline is greatly due to the decrease in purchasing
power.

A proposal: the eventual creation  of an  in te rna tiona l  in te rco
operative investment fund  in o rder  to  con tr ibu te  to  the 
recovery of  this situation.

1 w ould  like to  im part some rem arks  rela ting  to  each of  these items;

A. Decline of  life insurance

The repo rt  p roposes some Tables (nam ely  I' an d  P) m entioning 
figures fo r  several years and several countries.

Neither  com parisons  — insurance - savings - diiiposable 
income (table  I ')  or insurance — savings - bank  deposits (table P) 
are really convincing.

Actually , if in som e countries there seems to be a deter ioration ,  
in others there is a sta tus quo, and  in o thers  still there is an am elio ra
tion.

A ccord ing  to  the tables, the p h en o m en o n  m entioned does not 
seem to be generalised.

Nevertheless, 1 have the feeling th a t  the  decline of Life insurance 
is more im p o r ta n t  th a n  it appears.

But in o rder  to  exam ine if this feeling co r re sp o n d s  to  a reality, 1 
th ink  an o th e r  ap p ro a ch  to the p rob lem  is necessary an d  ano ther  
scheme of  investigation.

Indeed, in the tables presented, savings are com pared  to 
disposable income. A nd by d isposable incom e is m eant total income 
after deduc tion  of social security and  ta x a t io n  charges only.

However, w hat I am  interested in, is no t to ta l income but the 
fraction of it which is d isposable for savings. Thus  the par t  of this 
income which is used for consum ption  should  also be measured and 
subtracted .

O n  the o ther  hand , savings th ro u g h  Life insurance are defined as 
the increase in the reserves or investments o f  insurance companies. 
A nd this is true ,  of course , on  ac tuaria l  plan.

As for me, I th ink  it would  be simpler, and  maybe m ore logical, 
to consider the whole p rem ium  income. F o r,  w hat is interesting to 
me, is to know  the mass of  prem ium s individuals accept to put into 
Life insurance and  not how we dissect it.

Thus, the scheme 1 p ropose to apply  is extrem ely  simple:
S uppose tha t  in a given period, to ta l d isposable  income equals 

100, an  a m o u n t  o f  80 be ingconsum ed .  The difference, 20, constitutes 
the par t  susceptible to be saved.

In a follow ing period, income increased by 10% (100 becomes 
110) whereas c o n su m p tio n  only increased by 1%  (80 becomes 85.6).
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T hen an  elem entary  calculat ion  enables us to see that the part 
disposable for savings becomes 24.4% instead of  20% which 
corresponds  to  an  increase of 22%.

Now the ques tion  is to exam ine  if the prem ium -incom e has 
followed the same progress.

Are these figures available to m ake these calculations, and  are 
they com parab le  from  coun try  to country?  This is w hat I p ropose to 
the C om m iss ion  to  investigate, o f  course, if it considers the model 
acceptable.

1 had the oppo r tu n i ty  of  getting the figures for Belgium and here 
are the results.

F ro m  the period (1963-1967) to the period (1968-1972), namely 
in the space o f  5 years;

increase in to ta l d isposable income .............................................  51%
increase in the par t  susceptible to be s a v e d ...................... 80%
increase in the p rem ium  income-Life insurance ............  41%

Thus the decline in Belgium seems particularly  sharp , and I think it would
be of some interest to  know  the s ituation  in o ther  countries.

Before conclud ing  this aspect of the problem , 1 think 1 have to remind 
you of a m a them atica l  evidence: if, next to  a certain  num ber,  N form s of 
savings, an o th e r  fo rm , N + 1, is created, an d  the la tte r  succeeds in tak ing  a part 
of an unchanged  disposable volume, then this is necessarily to the de trim ent of 
N former.

As this evidence ca n n o t  be changed, the im p o r ta n t  th ing  is to be the 
creator  o f  the new form ula.

B. D o  m o n e ta ry d e p reciation and  its ex trem e fo rm , inflation, e x pla in  the 
decline of  Life in su rance?

Even if we have to  adm it  th a t  the decrease in purchasing  power is the 
criticism mostly  raised against Life insurance, is it necessarily the 
exp lana tion  o f  its decline?

We m ust no t  lose sight of some facts - and  the report stresses it 
abundantly :

1. Life insurance is not the only fo rm  m eriting  this criticism. O ther  
forms o f  savings are entitled to  it as well. Nevertheless, they know  
a com fortab le  growth.

2. Even if the general public is sometim es anx ious  a b o u t  its savings 
and enthusiastic  — often tem porar i ly  — ab o u t  m ore speculative 
investments — the report  m entions  this too  -  they revert very 
quickly to  form s which they th ink  are m ore  secure such as real 
estate or f ixed-value securities. The m isfortune is tha t  for fixed- 
interest savings exact ca lculations are ' possible, whereas for 
variable-yield securities (from  the o rd inary  share to  the invest
ment fund) one can choose favourab le  periods and  proceed to 
ex trapo la t ions  m athem atical ly  correct, but economically  wrong.

3. Even if it is correct tha t  savings undergo  the effects o f  m onetary  
deprecia tion , they, all the same, rem ain  necessary.

We can even assert tha t  the m ore acu te  m one tary  erosion is, 
the more the need of  saving becomes im portan t .
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F or  how can we bear  up aga inst the perm anen t effects of this 
erosion, effects which unfo r tuna te ly  do  not s top  at the retirement 
age. if we do not create supp lem entary  savings?

And if public’s behav iour  is opposite  to this logic, do  we do all 
we can to change it?
But the prob lem  is less the one of savings needs, rather  the one of 

selection am ong  the num erous  form s actually  offered by bank  and 
insurance institutions. A nd the  very first p rob lem  we, Life insurers, 
are confron ted  with, is to know  if we really have tried everything to 
im prove the perform ances o f  the conven tiona l  Life policies:

' by an  increase in the yield of  the assets and  partic ipa tion  by the 
insured in this increase;
- by a  ra t ionalisa t ion  of o u r  com pan ies '  adm inistra tive  organisa tion  
in order  to reduce the overheads;

by improving the tra in ing  and  sales capacity  of o u r  sales 
organisations;

by a multip lication  of the contac t possibilities in o rder  to assure a 
better and  sm oo ther  service to  our  clients.

by the study of  the best a rgum en ts  an d  the best ways of  advertising; 
and so on.

In short,  did we react vigorously to the undeniab le  com mercial 
dynam ism  of the bank ing  sector, w ithout losing sight, however, o f  the 
fact tha t  there are also co-operative banks  and  savings banks? If they 
get w hat co-opera tive  insurance com pan ies  lose, no th ing  is lost for 
the co-operative movement.

Now I come to the essence of  the problem :
C. D o we have to  create an  in terco-operative a n d  in ternational  investment 
fund?

W hen R a y m o n d  Lem aire p roposed  this subject for reflection at the 
H am burg  C onference in 1969 ,1 do  not th ink  tha t  a p rio ri he had the 
conviction tha t  a worldwide in terco-operative  fund would neces
sarily be the real and  only rem endy against the insufficient expansion  
of Life insurance. He was right when he p roposed  to study the 
problem, but did certainly not prejudge conclusions.

As to  th a t  particu lar  point,  we sta te  th a t  the R eport of the 
Com m iss ion  does not bring conclusions either. But it insists upon  the 
difficulties o f  creating such a fund and provides am ple  advice in case 
we decide in fa\ ou r  o f  its creation:

- A m odest start  in countries showing som e econom ic and juridicial 
similarity.

- Appeal to  the capita l stock of  the com pan ies-founders  for the 
creation of  the fund and for the fo rm a tio n  of  a team  of highly 
qualified specialists.

S u p p o rt  o f  the adm in is t ra t ion  of  the fund  with mechanisms 
enabling these specialists to act quickly and  to  w ork in the best co n d i
tions, how'e%er, avoiding speculation.

Lastly getting o p t im u m  perform ances ou t o f  the fund.
We ca n n o t  but agree upon  those recom m enda tions  for 

prudence’s sake. Nevertheless, 1 should  like to  m ake some remarks: 
Assuming th a t  the decline of Life insurance really is a worldwide 

phenom enon  and  tha t  the es tablishm ent o f  a co m m on  in terco
operative fund  seems to  be a valid solution, w hy should it not also be
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put into practice all over the world?
— A ppeal for highly qualified financial specialists is self-evident. But 
we have to  act with prudence; 1 canno t  believe tha t  the H ersta tt Bank  
and others which recently had serious difficulties, in consequence of

-  I adm it  - gam bling  on gold and  currencies, did  not appeal for 
specialists.

-  G ett ing  op t im u m  perform ances ou t  of the fund, o f  course. 
M oreover,  once the fund is created, it is im p o r ta n t  to know how to 
feed it. A nd at this stage of the R eport ,  I th o u g h t  th a t  we m ight ask 
M r. R i ttner  if he would  accept the suggestion of  pu tting  parts  of Co- 
op-Im m obilien  funds into the fund, and  if Mr. K ulara jah  would  agree 
to  pu tt ing  parts  o f  the hotel com plex  and  of  the palm-oil develop
ment into it as well.
-  A voiding speculation. Certain ly  this is wise, but if we are afraid  of 

this word, let’s nonetheless adm it  th a t  it is the purchases, sales and 
transactions which enable  us to  ob ta in  the best perform ances.

A nd it will be necessary, in o rder  not to suffer defeat,  tha t  the 
yields of  the in terco-operative fund at least equal those of the best 
funds available.

If on the con tra ry ,  we decide not to  create a w orld-wide in terco-operative 
fund, w hat will the s itua tion  be?

Does this m ean  tha t  tlie R ittner  repor t  will be packed up in a d raw er  and 
forgotten? Certa in ly  not, for it con tains  so m uch  in fo rm ation  and it touches 
upon  sufficient aspects so th a t  we can  give it an o th e r  orientation.

M oreover,  no th ing  prevents a co m p an y  th a t  has the com m ercial need to 
add a unit-linked con trac t  to  its existing p roduc ts  from  m aking a choice 
am ong the best funds available or f rom  creating  an  internal fund if necessary. 
And within the I .C .I .F .  we can then exchange o u r  m utua l  experiences.

I have finished with the rem arks which were raised when read ing  the 
Report.  But I ca n n o t  resist the desire to  com m unica te  some personal 
impressions 1 had  du r ing  the last 10 or 15 years, evoked by conversations or 
readings on the sam e subject.

N one of the Life insurers who, as a reaction  to  investment funds offered 
by the bank ing  sector, had  invented unit-linked contracts ,  seemed to be really 
convinced of hav ing  found  som eth ing  really new. Indeed, what else is a 
conventional con trac t ,  the a m o u n t  of which is periodically increased by 
profit-sharing, th a n  a variable benefit con tract?  But with one difference, tha t 
is tha t the f inancial risk of investment d rop  is au tom atica lly  eliminated.

O n the o ther  hand ,  the assets representing the  m athem atical  reserves, 
resulting from  the collection of  saving p rem ium s and  adm inistered  so as to  get 
the best yield, are o f  course, ap a r t  from  some special aspects, no th ing  else than  
an internal investm ent fund, the perform ances of  which could directly benefit 
the insured. O f  course, neither the variable conventional  con trac t  n o r  the 
assets, considered as a kind of internal investm ent fund, do  correspond  
exactly to  the official definition. But is this a sufficient reason? Is this 
im portan t?  1 am  merely afraid  o f  the easy way in which we invent new words, 
th inking th a t  we are inventing new concepts.

Supervisory legislation does not accept all kinds of investment, and  even 
those allowed are limited. Belgian regulations, for instance, accept industrial 
stocks and  investm ent funds, but toge ther  they m ay not exceed 30% o f  the 
total reserves.

If these limits ap p e a r  to  be too  low, and  if we have the conviction th a t  we
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serve the interest of the insured by changing those limits, or even by aboHshing 
them, then we have to act in the political field, for it is a ques tion  oflegislat ion.

But if it is really proved tha t these securities are the ones giving the best 
perform ance, why did com pan ies  opera ting  in Belgium reach only 7.4% in 
1972 when they were allowed to  invest 309f? Surely this is a curious co n t ra 
diction? And to  w hat ex ten t  is this the same in o ther  countries?

Are these views to'o conservative? Have I been too  pessimistic or too 
prudent in my ap p ro a ch  to  the problem ? 1 do not know. I have merely tried to 
remain as objective as possible. But it is for you to judge  whether 1 reached 
that goal. I 'h a n k  you very much.

C H A IR M A N ; T h a n k  you, Mr. Rijkers, for you r  interesting views on this 
subject.

Now, G entlem en, I see it is ra the r  late. I will accept one m ore speaker on 
this subject before the tea break.

Does anyone  w an t  to  say any th ing  more?

M R. D. E. J O H N S O N : Because the w ork ing  C om m iss ion 's  R eport  includes a 
good deal o f  m ater ia l  a b o u t  N a tio n w id e ’s M u tu a l  Incom e F o u n d a t io n ,  1 have 
brought with me the latest sem i-annual reports .  These have been in the 
Exhibition Hall and  m aybe some of  you have seen them  already. O u r  latest 
report is dated  30th April,  1974. T here  is a p re tty  good  picture of w hat has 
happened to o u r  Fund .  1 also collected some d a ta  from Ju n e  30th, which has 
not yet been put out in p r in ted  form  but which refer to  a Table  on page 25 of 
the Com m ission  Report.

Cash, of course, as o f  Ju n e  30th still has a face value of  $1,000, but its 
purchasing value has d ro p p e d  in the six m o n th s  from  $536 to  $489. 
G overnm ent 49( savings bo n d s  have increased their  value to  $2,746, bu t  the 
purchasing value has d ro p p ed  off to  $1,343. G overnm en t  6% savings bonds 
have increased the ir  value in the six m onths  to  $4,517, but pu rchasing  value 
has dropped  to $2,209, an d  in spite o f  p robab ly  the most chaotic  conditions in 
our  capital m arkets ,  at least since I was a boy, the M .I .F .  F und  has had a 
pretty fair perform ance on the dow nside in this six m onths .  The asset value 
has dropped  from  11,241 to  a figure o f  10,170 and  the purchasing  value has 
d ropped  to 4,973.

Each day at N ationw ide  a  g roup  of  our y o ung  investment analysts take 
their luncheon together ,  and  each day it is the same. They carry  the investment 
problem s from their  desks to  the luncheon  table and the conversation  is 
com m on  shares, governm en t  bonds, earnings and  yields, cash flows and  so on. 
Finally, a day cam e when one of  them slapped the table in the middle o f  lunch 
and  s topped all the conversation .  T h en  he said: “ I a m  fed up; every day 
nothing but stocks and  bonds ,  bonds and  s tocks” , and  one o f  his fellows said: 
“Oh yes I think you  are right, it is boring, we m ay as well have stayed at our  
desks. But w hat shali we ta lk  abou t?” The third one then spoke up and  said: 
“ Well the most a t tractive possibility is to talk ab o u t  girls” . The fourth  one 
said: “Well th a t’s a fine idea, let’s talk ab o u t  girls. But where shall we begin? 
With com m on or  p referred?” T h an k  you very much.

C H A IR M A N : T h a n k  you Mr. Jo h n so n .
Gentlemen. As we still have some time and  as the p rob lem  which we are 

discussing this a f te rnoon  seems to  be of great interest to all of you, if any  of
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you still w ant to speak on this subject the oppo r tu n i ty  is now open to you.
If not, 1 shall now ask  Mr. R ittner  to conclude.

M R. R IT T N E R : Mr. C h a irm an ,  D ear  Friends. Very shortly  and briefly, what 
Mr. V anderbeek to ld  us — 1 do not m ean  the Sco tch  whisky par t  — a b o u t  his 
Variable Life Insurance Policy and  especially ab o u t  his Family  G ro u p  Life II 
was of the greatest interest to  all o f  us. Mr. D eb ru n n er  raised the question 
whether a perfect so lu tion  for Life insurance is possible a t all. I th ink  all o f  us 
agree tha t  there is only one perfect so lu tion  and  tha t is no inflation at all. His 
way of tackling the p rob lem  in Switzerland is a valuable experience for us. My 
colleague, Mr. G oppo ld ,  explained the profit-share system of  V olksfu rsorge’s 
conventional Life insurance.

Mr. Rijkers o f  La P revoyance Sociale, to w h o m  I am  especially thankfu l  
for his con tr ibu tion  in the discussion, underlined the prudency  of this C o m 
mission’s Report .  He is, o f  course, truly  right in do ing  that.  He is even more 
right in offering us the latest and  m uch  m ore terrifying figures. His sum m ing 
up  of the objects o f  the R e p o rt  into three short po in ts  was of  great use to  us. 
The a m o u n t  of d isposable income to the to ta l income is, however, an 
assum ption  of Mr. Rijkers, and  I really do not know, at the m om ent,  whether 
it would be possible to  get any precise figures for every country .  But I feel that 
could be a very im p o r ta n t  task  of the new Com m iss ion  which the Executive 
intends to set up.

W ith reference to  setting up  a jo in t  fund, I have to  rem ind all of us tha t 
there is an  In terna t ional  C o-opera tive  Banking C om m ittee  within the In ter
na tiona l C o-opera tive A lliance  w ith which we should ,  and  we would have to, 
co-operate; and  th a t  there is a lready in existence an  im p o r ta n t  and  valuable 
In terna tiona l C o-opera tive B ank  with a H ead  Office in Basle, Switzerland.

D ear  friends, we are all thank fu l  to  Mr. D on  J o h n so n  for  offering us his 
latest materia l on  N ationw ide 's  M .I.F .  F und .  To  conclude, I should like to 
remind myself and  you tha t  it was only the task of  this Com m iss ion  to 
investigate, and  not the task  to  solve, all o f  o u r  small and  big problems.

T h a n k  you very much.

C H A IR M A N : T h a n k  you  Mr. Rittner.

10. Report from the Executive Cominittee

C H A IR M A N : It is now my pleasure to  invite our  Secretary  and  Treasurer,  
Mr. Seeley, to  say a few w ords on the activities o f  the Executive C om m ittee  
since our  1972 Conference.

M R . SEELEY : Mr. C h a irm an ,  Ladies and  G entlem en. I do  not p ropose to 
take up too  m uch  of  y ou r  tim e with my report on w hat the Executive 
Com m ittee  has done  since I reported  to  the full conference in 1972, so I will be 
as brief as possible and  simply tell you ab o u t  o u r  m ain  activities.

The Executive C om m ittee ,  imm ediate ly  following our  1972 Conference, 
elected the officers to  serve until the next full conference, and  you  have already 
all been advised of  these appo in tm en ts .  T here  has, however, been one change 
in the m em bership  of  the  Executive elected in 1972, and  this was caused by the 
resignation of  Mr. M a th eso n  of  C o-operative Insurance Services, C anada ,  
when he to o k  up an o th e r  app o in tm e n t .  He has been replaced by Mr. M ercure
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of  L ’A ssurance- Vie D esjardins, and  we are  very delighted to  have you  in our  
ranks, M r. Mercure.

A t the  same meeting we decided tha t  the Insurance D evelopm ent B ureau  
was so useful to us tha t  we have m ade it a p e rm anen t  institution instead o f  re
electing the Bureau following each conference, which had been the previous 
practice. T he  m em bers  of the I.D.B.. of course, will continue to be appo in ted  
by the Executive at the first Executive C om m ittee  meeting following each full 
conference. We also agreed whenever a m em b er  of  the I.D.B., o the r  th a n  the 
C ha irm an  and  Secretary, was elected to  the Executive C om m ittee  he should  
then retire from  the I.D.B. and  be replaced by the most suitable person  avail
able, not necessarily from  the same o rgan isa t ion  as the one m oving  to  the 
Executive Com m ittee .

Since 1972 the F edera tion  has un fo r tuna te ly  lost three o f  its m em bers; 
one from  D en m a rk ,  following its m erger  with an o th e r  insurance society; and  
two from  India w hen the insurance industry  in tha t coun try  was nationalised. 
We are very sorry to  have to  lose m em bers ,  but a t  the same time 1 am  happy  to 
report th a t  we have adm itted  no  less th a n  six new members from  Ecuador,  
The Federa l R epublic  of G erm any ,  F in lan d ,  H olland, J a p a n  and  P uer to  
Rico,

You have a lready  heard, thanks  m ain ly  to the efforts o f  o u r  V ice-Chair
m an, Mr. K ulara jah ,  tha t we have finally succeeded in establishing a c o 
operative insurance society in the Philippines. A nd we hope th a t  at ou r  1976 
conference some o f  the hopes, which have been reported  by Mr, Dahlberg ,  
will have materialised and th a t  we will be able to report fu rther  newly- 
established societies. To assist the efforts  o f  the I.D.B, to provide insurance 
experts  to help the newly-formed insurance co-operatives, the Executive 
Com m ittee ,  the I .C .R.B. and A lln a tio n s  have agreed to establish jointly , and  
imm ediate ly, a fund  of  £25,000 to  cover the  es tim ated expenses in this field 
over the next two years.

As you  know, the Executive C om m ittee  appo in ted ,four  C om m iss ions  to 
report on loss prevention; transferab ili ty  of Life policies; investm ent and  
insurance; and  accident insurance. The repor ts  by the Loss P revention  and  the 
Life C om m iss ion  were app roved  and  have a lready  been circulated to  all 
M em ber  Societies. T he  conclusions of the Investm ent C om m ission  repor t  
have, o f  course, been presented to  you at this Conference by M r. R it tner.  and  
the Accident report  should be received very shortly. We are sorry  tha t  it has 
been delayed, but this delay has been out o f  the con tro l  o f  the Executive, and  
was in fact due to a change in the m em bers  of  the Com mission.

N ow  at our meeting this week, as Mr. R it tne r  has already m en tioned , we 
have appo in ted  an o th e r  C om m ission  com posed  of  representatives from  the 
United States, United K ingdom , West G erm any ,  Japan ,  Belgium and  
Fin land , to  consider  the effects o f  inf la tion  on insurance offices, and  w hat 
they should  do  a b o u t  it, Mr, V anderbeek  of  League L ife G roup Insurance  has 
been invited to  act as its C ha irm an ,  1 th ink  it is significant that we have m ade  
this a m uch  larger C om m ission  than  any previous one. I am sure tha t  you will 
all agree, since inflation is becom ing a d o m in a n t  fac tor  in bo th  o u r  business 
and private lives, we should, as Mr. S m ith  said earlier, at least try some long- 
range p lanning  ra the r  than  just sit and  wait. As he said, if we achieve only 50% 
success it is better th a n  zero per  cent.

The Executive C om m ittee  has given considerab le  a t ten tion  to  the th rea t  
of nationalisa t ion .  Yes, it is a th rea t  to  all o f  us, no  m a tte r  in w hat coun try  we
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operate. Those  on the Executive w ho have been faced with a th rea t  of 
nationalisa t ion  co llabora ted  closely with each o ther  so that the benefit of their 
experiences could be given to all M em ber  Societies. Arising from this a P aper  
entitled “ N ationalisa t ion  of Insurance — A rgum ents  For  and Against" has 
been produced  and 1 am  sure th a t  you will have seen copies on show in the 
Exhibit ion  next door.  We suggest tha t  you m ake  sure you have a copy so tha t 
you are forearm ed  in case the th rea t  should  increase in your  par t icu lar  
country. Because, if you  do not take early action , by the time you come to  do 
som ething it could well be too  late. This fact is well b rough t out in the Paper.

Last m o n th  the E uropean  m em bers  of the Executive C om m ittee  
a rranged  a meeting with two or three o ther  E u ro p e an  M em ber  Societies to 
have a prelim inary  talk  on fu ture  co l labo ra t ion  between insurance co 
operative societies, particularly  in regard  to  com peti t ion  from our  capitalistic 
com peti tors .  It was resolved to ap p o in t  a C om m iss ion  of  three people at tha t 
meeting to m ake a closer exam ina tion  of  the p rob lem  and it is hoped th a t  a 
report will be available early next year. T he  g roup  met first o f  all last m on th  
and  an o th e r  meeting was held yesterday af te rnoon ,  and  we are beginning to 
m ake some progress. If we can achieve closer co l labora t ion  in Europe ,  then  we 
hope to involve o ther  M em bers from  outside E urope ,  but it is not a p rob lem  
which is going to be easily solved.

Those of you w ho a t tended  the 1972 Conference will recall tha t we had 
some discussion on fu ture  voting power of our  M embers, and  tha t  this was 
referred back to the Executive with an  instruc tion  to  bring it back to  the next 
full conference. W e looked into this m a tte r  aga in  at a num ber  of  our  Executive 
Com m ittee  meetings, including the one this week, and  we shall be m ak ing  our 
recom m enda tions  to  M em bers  at the next full conference.

Finally, we have agreed th a t  ou r  next conference, which will be a full c o n 
ference, will be held in Paris in 1976 at the sam e time as the I .C .A. Congress — 
no t precisely a t  the same time, im m edia te ly  before the I.C.A. Congress. We 
have no t a precise date yet, bu t  we will write to  all M em bers  as soon  as we 
know  the date.

T h a n k  you  very much.

C F IA IR M A N ; T h a n k  you Mr. Seeley. If any one wishes to put a question, 
Mr. Seeley will be glad to answer. No one?

CLOSING A D D R E S S

C H A I R M A N ; I see. G entlem en, tha t  the  next item  on  the A genda is the 
Closing Address by the C ha irm an .  So I am  to r  once unable to do  w hat I have 
got used to  do ing  since the beginning of the meeting, namely to bring som eone 
forward to  speak!

My dear  Friends. This Conference, o u r  first interim or in term ediate one 
between o u r  full conferences due every fo u r  years has, I am  pleased to  say, 
been a m ost  successful venture; and  I a m  sure you  will all agree with me.

The Papers  have been very well presented , and  certainly dealt with 
topical p roblem s. Those  relating to  insurance have been of vital im portance  to 
the fu ture prosperity  of  all insurance co-opera tive  societies. The speakers in 
the discussions have show n a deep interest in, and  knowledge of, the subject 
on which they have spoken.

I will, on  your  behalf, take this o p p o r tu n i ty  to  thank  again those who
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presented the Papers,  for the  obvious efforts they to o k  in the ir  p repara tion ,  
and the interesting presen ta t ions  made. 1 also wish to thank  all the speakers in 
the discussions of the P apers  — w ithou t their  partic ipa tion  o u r  Conference 
would not have been the success tha t  it has been.

A special thanks  also to  F olksant for p roducing  their  extrem ely  in terest
ing film, “Jus t  in time."

Mr. V anderbeek  and  M r. K u lara jah  stress in the ir  rem arkab le  speeches 
the fact tha t  co -opera tion  does not m ean  only to  organise prosperous  
enterprises but also to  help the  people to ob ta in  a better  life. O th er  speakers 
insist on  the m ora l  role of co-opera tion .  It is true  tha t the success of  co
opera tion  is not a  goal in itself, it is a m eans of, we believe, help ing the people 
and particularly  those who are  weak an d  w ho are poor.

M any of us here have travelled a lot. and  all over the world and  also in the 
poorest countries. We have witnessed real poverty; we have seen people living 
in miserable conditions; we have realised tha t  those who have very little 
canno t th ink like those who have a lot. We must keep tha t  in m ind when we 
visit these countries, o r  when we are  considering  the ir  needs with  a desire to 
help. W hen we w atch  their  efforts  to  survive we sometim es receive a lesson of 
humility and  sometim es a message of hope.

An Indian  proverb  says; “ 1 have no shoes and 1 com plained ,  until 1 met a 
m an w ho had no feet." Let us rem em ber  this when we com pla in  ab o u t  som e of 
the difficulties we meet in o u r  cu rren t lives.

Gentlemen. Behind the success of any in te rnational conference are those 
in the background ,  often unseen, w ithou t whose voices those of us who are not 
multilingual would unders tand  only  par t  o f  w hat is said. Yes, I refer to  our  
interpreters w ho have done  such an  excellent jo b  in coping  with the different 
English accents they have heard  at o u r  Conference. We do  not know  how they 
m anage to tell us w hat has been said in the past whilst listening to the present 
which they will transla te  in the future. O u r  thanks  are ex tended  to  them  and 
we are truly grateful for  their  co n tr ib u t io n  to the success o f  o u r  meetings.

I would  also like to  th a n k  all those employees of  Z en ky o re n  who have 
contr ibu ted  to  the efficient o rgan isa tion  and adm in is t ra t ion  of this 
Conference and  its associa ted  meetings held this week in T okyo .  Also our 
thanks  to  those w ho have looked  afte r  o u r  ladies whilst we have been in 
Conference.

I would  like to  say a special “T h a n k  Y o u ” to  the  tw o  men, living on  the 
opposite  sides of the w orld, w ho have truly co-opera ted  with each o ther  for 
alm ost two years w ork ing  out the details essential to the success of  our  visit to 
Ja p an .  1 refer, as you no d o u b t  guess, to  M r. Edw ards,  o u r  A ssistant Secretary 
and Assistant T reasure r  in M anchester ,  and  Mr. Im aizum i from Z enkyoren , 
which as you know  is in T okyo. 1 can  never say enough ab o u t  the wonderful 
jo b  they have accomplished. T h a n k  you, Mr. Edw ards,  T h a n k  you  Mr. 
Imaizumi.

1 would also like to  th an k  you  all for you r  most friendly co -opera tion  
which has m ade it easy to C ha ir  this Conference.

In conclusion you would , 1 know , like me to  express your  g ra ti tude  to our 
hosts. Z enkyoren , for  the very friendly  way they have received us in their 
country ,  and  the w onderfu l hospitali ty  they have extended to us th ro u g h o u t  
our  stay in Tokyo.

Before closing the Conference, however, I will do  w ha t I said I w ou ld  not 
do  when beginning this Closing A ddress ,  an d  call on  som eone  else to  speak.
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O u r  Secretary, Mr. Seeley, has, 1 unders tand ,  som ething im por tan t  to 
say to you.

M R . SEELEY : Mr. C h a irm an .  I wish to m ake  a proposa l  for a Resolution , 
and I will now read it to  you:

R E S O L U T IO N

W H E R E A S .  ZEN K .Y O R EN , the N ational  M u tu a l  Insurance F edera t ion  of 
Agricultural Co-operatives  in J a p a n ,  a M em ber  of the In te rna t iona l C o 
operative Insurance F edera tion ,  affiliated to  the In ternat ional Co-opera tive  
Alliance, m ost graciously offered to  host the following meetings of  the said 
In ternational C o-opera tive  Insurance  F edera tion  and  its C om m ittees  and its 
Bureaux in the Z en kyo ren  Building, Tokyo;

1974 In terna t iona l C onference of  Co-opera tive  Insurers
and

The Executive C om m ittee
and

The In terna t ional  C o-opera tive  R e insurance Bureau C om m ittee
and

The Insurance D eve lopm ent Bureau
and

W H E R E A S ,  Z E N K Y O R E N  m ost efficiently m ade  all the necessary a r range
m ents which ensured tha t  the a fo rem entioned  Meetings and  Conferences were 
m ost successful; and

W H E R E A S ,  in addition ,  Z E N K Y O R E N  m ost k indly welcomed to  T okyo  the 
m em bers  of the  In terna t iona l C o-opera tive  In su rance  F edera t ion  as repre
sented by their  delegates to  the said Conference and  Meetings; and

W H E R E A S ,  Z E N K Y O R E N  ensured  tha t  the said delegates and  their  wives 
who accom panied  them  should  learn som eth ing  of the culture and  trad itions 
of J a p a n  by arrang ing  a m ost interesting and  enjoyable p rog ram m e for them  
during  and following the said Conference and  Meetings.

N O W , BE IT T H E R E F O R E  R E S O L V E D ,  tha t  the M em bers  of  the In ter
national Co-operative Insurance F edera tion ,  as represented by their  dele
gates to the 1974 In terna t ional C onference of  C o-operative Insurers, do  
hereby express their m ost  sincere g ra ti tude and  heartfelt apprec ia t ion  to  
Z E N K Y O R E N  and  their  President,  their Board  of D irectors and  their  staff 
for their  kindness and  friendly hospitality; and

BE IT  T H E R E F O R E  R E S O L V E D  th a t  this R eso lu tion  be recorded  in the 
Proceedings and  R eport  of the 1974 In terna t ional  Conference o f  Co-opera -  
tive Insurers and  tha t  it be rep roduced  and  presented as a token  of the 
apprecia tion  of all the m em bers  of the In terna t iona l Co-opera tive  Insurance 
F edera tion ,  to their hosts, Z E N K Y O R E N .  the N ational M utua l Insurance 
F edera tion  of  A gricu ltu ra l  C o-opera tives  in Ja p a n .
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C H A I R M A N : T h an k  you, Mr. Seeley. M ay I have a seconder?
T hank  you, it has been m oved to  second.
Those w ho are in favour say “Aye".
T hank  you, carried unanim ously .
In an tic ipation  tha t  you w ould  endorse  tha t p roposal,  we have had the 

Resolution  of A pprec ia t ion  engrossed and  framed, as you can see. We have 
also anticipated  your wish tha t we should further  show our  app rec ia tion  to 
our hosts by asking them  to  accept a small gift from the Federa tion .  We would 
like therefore them  to  accept this ceram ic pic ture which has been com posed  by 
one of  Sweden’s leading ceram ic artists.

O n  your behalf, Ladies and G entlem en. 1 would  now invite Mr. Takizaw a 
to accept the Reso lu tion  of  A pprec ia t ion  which you have jus t  passed, and  this 
small gift, bo th  tokens of  our  sincere g rati tude to our  w onderfu l hosts.

M ay I call Mr. Takizaw a?

M R . T A K IZ A W A : I would  like to  take this o ppo r tu n i ty  to  say a few words of 
g ratitude. T h an k  you very m uch  for the kind Resolution of  A pprec ia t ion  as 
well as the token  of apprecia tion .  O n  behalf  o f  Z enkyoren , I would like to ex
tend our  heartfelt g ra t i tude  to all o f  you.

1 believe it was the day before  yesterday, on the very first day  of our  
Conference, 1 had the pleasure and  privilege of addressing a welcome to you. 
For Z en kyo ren  this was the first tim e tha t  we have organised and hosted  such 
a big In terna t ional  Conference. In order  to  p repa re  for our  first experience of 
hosting such an  In terna t iona l Conference as this, we did our  u tm os t  and  our 
best. But because of  our  lack of  experience I am  sure we have caused you  some 
inconvenience due to oversights, bu t  I hope th a t  you unders tand  this. In spite 
of the fact tha t  we have a lot to im prove ,  you have spoken so kindly of  us.

T h an k  you  very m uch  for y ou r  co-opera tion .

M R . P A R R Y : I raise the point of order ,  o f  course, Mr. C ha irm an  in o r d e r to  
stop the proceedings while I try, I th ink ,  to rectify an  omission so far as I see it.

It would  ap p e ar  to me, Mr. C ha irm an ,  tha t  you have thanked  everyone 
w ho has been concerned with this meeting, bu t no one has yet thanked  you. 
And 1 believe it would  be quite remiss if we did not move a m ost sincere and 
hearty vote of th a n k s  to  your goodse lf  for the m a n n e r  in which you have con 
ducted  the meeting.

I th ink  it m ight be ap p ro p r ia te  for me to do  so, and I am  certainly g ra t i 
fied to do  this, for the simple reason  th a t  1 may be p robably  one of  few in this 
room  who is not connected actively with insurance. My function  is th a t  1 
happen  to be the V ice-Chairm an of  the C o-opera tive Insurance Society . M a n 
chester. This is the kind of person  who scores goals from the third row in the 
stand when you  go and watch a football  m atch .  1 am  one of  those people who. 
when the C.I.S, have had a good year, shake hands with my fellow Direc tors  
and say “ H aven ’t we done well?" W hen the C.I.S. has not had such a very good 
year, 1 am  ojie of those people who tu rn  to  my fellow Directors and  say: “ ,Mr. 
Seeley, Mr. Edwards, Mr. J o h n so n  and  Mr. Briscall, haven’t done  too  good 
this year .”

1 bask in the sunshine of the  po licyholders’ smiles, a l though  1 m ake  no 
con tr ibu t ion  whatsoever. 1 th ink  Mr. Lem aire has been a most charm ing  and  a 
most com peten t  C ha irm an .  He also has a very kind w ord and a smile for all of 
us. S peaking  of  nice smiles and  kind w ords ,  from  the English tha t  has  been
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spoken here, Mr. C h a irm an .  1 w ould  imagine tha t  m ost people in this room  
have been to England, and  tha t they have visited one of  our  pubs.

A friend of mine went into a pub  and  said to the barm aid ,  w ho was a very 
nice girl, “ I’d like a pint o f  beer, a pie, a cha rm ing  smile and a kind w ord .” So 
she drew his p int of beer, placed it before him and  she gave him his pie. He 
said; “Well w ha t ab o u t  the nice smile?" — so she gave him a nice smile. He 
said: “Well, you have a lm ost finished, w hat ab o u t  the kind w ord?” So she 
though t  for a m om en t and  then she said: “Well, d o n ’t eat tha t  pie.”

I th ink I have taken  enough  time Mr. C h a irm an ;  we do  apprec ia te  m ost 
sincerely the m a n n e r  and  the com petence with  w hich you have conduc ted  this 
meeting, and  I would  ask  my colleagues on  the f loor  to  show o u r  apprec ia t ion  
in the usual way.

A pplause.

C H A IR M A N : T h a n k  you  very much, all o f  you.
T h a t  leaves me with one final th ing  to  do, which 1 will do  now  by fo rm 

ally closing the 1974 In te rna t iona l  Conference of  Insurance C o-opera to rs .  
T h an k  you.

The C onference was co n c lu d ed  at 17.30 hours.
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A P P E N D I X  1

R E P O R T  OF TH E  
IN T E R N A T IO N A L  C O -O PE R A T IV E  R E IN S U R A N C E  B U R E A U

1. Operations of  the Bureau:

The following tables indicate the  progress o f  the I .C .R.B. since the last 
Conference in 1972;

N um ber  of  reinsurance con trac ts  in force . .

N um ber  of  Bureau Offices .................................

N u m b er  of countries .............................................

To ta l  an n u a l  p rem ium  income exchanged  . .

which represents an  increase in p rem ium s exchanged of  £2,576,000 — 
(42.5%). This figure is misleading because of  the changes in exchange rates 
during  the last two years. If the exchange rates had rem ained at their  1972 
levels then the increase in p rem ium  incom e would  have been ab o u t  £1,200,000
-  (20%).

This  figure should  be viewed against  the  high rates of infla tion  ruling 
during  the period.

The g raph  on p. 109 shows the  rise in p rem ium  incom e exchanged  
between Bureau Offices since 1952, including the prem ium  income excha'nged 
on treaties th a t  were in force at the inception of  the Bureau.

The d is t r ibu t ion  of  reinsurance by b ranches of  business is:

No. of C ontracts P rem ium  Income

Branch 1972 1974 1972 1974

% % % %

Fire .................................................... 54.4 55.8 62.9 62.7

Accident ........................................... 29.7 25.4 9.7 8.7

M oto r  ............................................... 5.9 5.9 20.4 21.4

M a r i n e ............................................... 5.1 7.0 2.6 2.7

Life .................................................... 4.9 5.9 4.4 4.5
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As an tic ipated  in the  report to  C onference in 1972, the national isa t ion  o f  non- 
Life business in India led to  the te rm in a t io n  of all con tracts  with the  Ind ian  
offices, C o-operative G eneral Insurance S o cie ty  L im ited  and  The U nion Co
opera tive Insurance S o cie ty  L im ited , by the end  of  1972. This reduced  the 
num ber  of  Bureau Offices as show n in the table  on  p. 108.

There was a reduction in the n u m b e r  of contracts  in force as a result o f  the 
merger of A.U. and  M .L.U. (now called T op  S ikring  G.S.) o f  D en m a rk ,  who 
stated recently tha t  they were not now in a position to  cede to Bureau Offices.

Various ad justm ents  to  the re insurance requirem ents  o f  Bureau Offices 
have also resulted in a slight reduction in the n u m b e r  of  contracts  in force.

It is pleasing to  report th a t  negotia t ions with  the  C o-operative Insurance  
C om pany o f  A ustra lia  resulted in shares in their  Credit U nion  C om posite  
Policy and  Fire Surp lus  T rea ty  being al located to various Bureau Offices.

2. Activities o f  the Bureau:

(a) I .C .R .B . C om m ittee
It was with great regret tha t  we learned of  the dea th  of  the Secretary  
of the Com m ittee,  M r. H. H. K nigh ton  of  the C o-operative Insurance  
Society  L im ited , G rea t  Britain, on the 5th April 1974.

He was a very able am b a ssa d o r  of the Bureau and  had m ade  an  
invaluable con tr ibu t ion  to  its success since his a p p o in tm e n t  as 
Secretary in 1966.

The present C om m ittee  m em bers  are;

Mr. R. Lemaire, C hairm an, La P revoyance Sociale, Belgium 
Mr. P. D. Jo h n so n ,  Secretary, C o-opera tive Insurance S o c ie ty

L im ited , G rea t  Britain 
Mr. D. E. Jo h n so n ,  N a tio n w id e  Insurance. U.S.A.
Mr. K. L indberg, F olksam  In terna tiona l, Sweden

The C om m ittee  held its A n n u a l  Meetings as follows:
M ay 1973 — Paris, F rance 
M ay 1974 — L ondon ,  England

A lthough  there have been no  ex tended  visits to  Bureau Offices 
by the C om m ittee  since the I .C .I .F . C onference of 1972, the 
individual C om m ittee  m em bers  have had various opportun it ies  to  
meet and discuss Bureau m a tte rs  with each o ther  and  with the 
representatives of  Bureau Offices dur ing  this period.

Mr. D. J. Briscall ol the C o-opera tive Insurance Society , G rea t  
Britain, was appo in ted  M anager-D esigna te  of  the Bureau 
Secretariat,  on 1st Ja n u a ry ,  1974, and  was subsequently  confirmed as 
M anager.  His m ain  duties are to  develop and  extend the activities of 
the Bureau.

(b) R einsurance O fficials' M eeting
The fifth meeting of R e insurance Officials o f  the Bureau Offices took  
place in Ju ly  1974, in Vienna, A ustr ia ,  at the headquar te rs  of W iener 
S tad tische Versicherung.

The meeting was a t tended  by 30 officials representing 19 Bureau
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Offices from  16 countries.
The agenda included 11 items for discussion, for which 10 special 

and num erous supp lem entary  P apers  were p repared  and  presented.
It is clear th a t  these meetings of Reinsurance Officials are 

beneficial to  the Bureau not merely as a means of dissem inating ideas 
abou t reinsurance, but also as a means of p rom oting  understanding  
between Bureau Offices for the problem s and  points  of view of their 
Co-operative colleagues.

The C om m ittee  wish to  record  their thanks  to  Mr. Binder and 
his staff for the most efficient and  hospitable  way in which they acted 
as host to  the Bureau Officials.

(c) Fire Facultative Facility
The Facility, the fo rm a tio n  of  which was reported  to the 1972 
Conference, is adm inistered  by the Bureau Secretaria t.  It is an  agree
m ent between 16 Bureau Offices to  provide cover up to a m ax im um  
capacity of  £297,600 for  the F ire Facultat ive risks ceded by Bureau 
Offices which have been accepted  as ceding participants.  These 
ceding participants  m ust  also be reinsuring partic ipan ts  and  accept a 
stake in their ow n cessions.

The to ta l num ber  of  cessions in force at 31st M arch, 1974, was 
254 from 7 offices.

The actual p rem ium  income for the 1973 underw riting  year (as at 
the last account o f  1973) was £31,336. The 1974 p rem ium  income is 
estimated at £34,350.

The Facility provides valuable facultative capacity  for certain 
Bureau Offices and  it is hoped  tha t  the cu rren t  review of the agree
ment will bring ab o u t  an  increase in the a m o u n t  of business ceded to 
the Facility.
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A P P E N D I X  2

SO C IAL R E SP O N SIB IL IT IE S  OF A 
CO -O PER A TIV E I N S U R A N C E  SOCIETY

by; Mr. N. A. K U L A R A J A H ,
The M alaysian  C o-opera tive Insurance Society .

The subject o f  social responsibilit ies o f  a co-operative insurance society is 
an im por tan t  one and  it is a p p ro p r ia te  tha t  we discuss it to apprecia te  th a t  it is 
an integral par t  of the co-operative structure .

By fo rm  and  na tu re  a co-operative is a social instrum ent existing to  serve 
the co tpm unity  as one o ther  al ternative  to the capitalistic system. The 
capitalistic system ’s prime m otiva ting  pow er  is the  individual’s fierce drive to 
survive on  the basis o f  survival o f  the fittest.

C onsequen tly  there are no holds barred  in his fight to be above the others. 
M any a social and  h u m a n  value is lost in the  fight. M any  a h u m a n  being is 
deprived of  the basic needs to live because of  the concen tra t ion  o f  econom ic 
power into the hands  of a few in the capita listic  system.

The co-opera tive  is formed and  exists to  co m b a t  this position and  to p ro 
vide the hopes, asp ira t ion  for the m any  w ho find it hard  to  live in this c i rcum 
stance and  w ho  do  not subscribe to  this concept.  Invariably, it seems th a t  a co 
operative is also expected  to sustain and  m a in ta in  the dignity of  those  h u m a n  
being who becom e victims of  the capitalist system. In o ther  w ords hu m a n  
values and  social values have a high place in the objectives of a co-opera tive  
and because it is th ro u g h  econom ic m eans th a t  these can be upheld a co -o p e ra 
tive therefore  in practice and  purpose  seems an  econom ic instrument. It hopes 
to achieve social uplif tm ent o f  h u m a n  beings th ro u g h  success in econom ic and  
business ventures. In the circumstance, therefore  co-operatives ca n n o t  over
look this facet in their  development.

In p a r t icu la r  those co-operatives engaged in insurance activities have a 
greater responsibility in this direction because insurance again is m ore  a  social 
service than  a n  econom ic service. T h ro u g h  insurance there is a greater chance 
and success of  fostering  family units and  upho ld in g  the social s tanding  of  such 
family units. M any  insurance o rganisa tions do  not look at their set-ups in this 
way. As a result they become very im personal  an d  completely oblivious to the 
needs of  their  policyholders as well as the com m unity .

The existence of  a co-operative insurance in an  insurance m arke t  serves 
as a catalyst and  has a dom ineering  influence over o ther  insurance com panies  
in its area of  opera tion .  It serves as a p rim e m over  and  a pow er to be reckoned 
with leaving the o the r  p rop r ie to r  com pan ies  no a l ternative but to m a rk  step to  
survive.

This stabilising effect on the insurance m a rk e t  is an  im portan t function  of 
co-operative insurance. The m arke t  respects an d  carefully observes the d irec
tion and  n a tu re  of  the activities it ad o p ts  always and  a t tem pts  to toe the co 
operative line.

C o-opera tive  insurance thus creates a cha in  reaction in the insurance 
market character ised  by a hard  and real com peti t ion  to the benefit o f  the p u b 
lic.
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This competi tive setting results in an  active p roduct developm ent p ro 
cess which brings a b o u t  the in troduc tion  in to  the m arke t  of new and  m ore 
suitable insurable p roducts  and at the same tim e compels the m anagem ents  of 
o ther  com panies  to give more a t ten t io n  to the policyholders’ reactions and  the 
quality  of the services which policyholders expect o f  them.

The principal s tandpo in t  is th a t  as long as there is a large co-operative 
insurance society which works for the best interest of its members it p rovides a 
sufficient co n tro l  on the private insurance business.

Co-opera tive  insurance should no t a d o p t  the narrow -m inded  a tti tude  of 
confining itself to  the insurance business alone. It should be aware and  alert of 
the social and  econom ic conditions prevalent and  do  whatever it can  to  rectify 
any s ituation  th a t  deserves its a t ten t ion .  In its a t tem pts  to be socially co n 
scious and  responsible it should ven ture  in to  com m ercial,  econom ic and  social 
fields of activity, with a purpose  of  p rov id ing  m ore benefits to m em bers  and  
the public a t  large.

In the investm ent plans of co-opera tive  insurance first preference should 
be given in socialising the profits m ade in the course of  the year in spheres of 
direct benefit to  m embers, like housing and  the provision of scholarships for 
higher learning.

There is, however, som eth ing  to  be said of co-operative insurance 
societies as also of  o ther  co-operative societies. The present day developm ent 
has seen co-operatives fighting very hard  to  m ake  themselves successful busi
ness entities. They have achieved success bu t  in the process have lost their  
bearings and  becom e obsessively concerned  in being a successful business 
organisation. It seems difficult to b lam e them  over this developm ent cons ider
ing the fact th a t  if they are not successful they will not be able to serve or co n 
tinue existing in their  env ironm ent.  However, a developm ent of this natu re  
makes the concep t of a co-operative useless to  all concerned  and  the question  
is w hether  it is better  for a co-operative to  exist in this form than  not at  all. 
W hy I say this is because a co-operative w ou ld  then  not serve or  fulfil its 
obligations and  responsibilities as con ta ined  in its objectives and principles.

There is one o ther  cons idera t ion  which ca n n o t  be overlooked and  this is 
the fact tha t  to  survive or  becom e successful it is not necessary for a co
operative to  lose its identity or  lose its pu rp o se  in the process. This happens  
only when individuals in the m anagem en t  s t ruc tu re  become overly concerned 
over m easurem ent o f  success by m eans of  gross results and  not by m eans of 
service provided. A n obsession tow ards  m easu rem en t  of success by this means 
also produces o th e r  un tow ard ly  business practices which are not in the in te r
est of the overall m em bersh ip  or  to the c o m m u n ity  of  po ten tia l members. For 
a fierce kind of  individualism  is created with in  the organisa tional s tructure  
and this individualism  is transla ted  in to  achieving personal success. 
IndividuaUsm of any fo rm  invariably brings a b o u t  severance in hu m a n  
relations and becom es blind to co m m u n a l  needs. In a co-operative when this 
happens, m em bers  are deprived of  service, deprived of benefits and  of  the 
basic rights and  privileges existing in their  names. The business practice be
comes no different from  a capitalist o r ien ted  o rgan isa tion  and  in the long run 
it is of no use to  the  co-operative com m unity  and  worse still it dam ages the co
operative image. I can  assuredly say this because I have seen it happen  — it is 
happening and  I believe it will con t inue to  happen .  All th a t  is worthwhile 
abou t a co-opera tive  becomes lost in the rush  for success. How m any  co 
operatives can say today  tha t  they have ever considered themselves a social
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instrum ent in the  env ironm en t  tha t  they live in? T he  answer is for each of you 
to m ake ou t in re la tion  to  y ou r  own country .

In the  case of  co-opera tive  insurance societies this also could be true  and 
may be true  in som e countries.  But let me in this P a p e r  em phasise tha t ,  m ore  
than o ther  co-operatives, a co-operative insurance society will be expected  to 
show grea ter  responsibilit ies in social aspects. T here  are two things to be made 
clear ab o u t  this s ta tem ent.  The first is th a t  a co -opera tive  insurance society is 
expected to  do  m ore  because of  the n a tu re  o f  its service which 1 have ex
plained could be considered  as essentially a social service. Secondly, every co
operative society has social responsibilities to  the com m unity  at large o ther  
than  to those w ho are  members.

C o-opera tive  inst itu tions exist to  serve the  com m unity  and  are in fact 
created for c o m m u n ity  development. They hope  to  bring the com m unity  
together and  to  m a k e  each individual in a c o m m u n ity  feel a sense of  responsi
bility tow ards  each other.  Their  overall objective is to  m ake the com m unity  
grow as a unit w ith o u t  losing sight o f  h u m a n  values and  to uphold  the right of 
every individual to  live in dignity. T herefore  co-operatives m ust prove to  the 
com m unity  tha t  they consider  their  interest as one o f  their p r im ary  cons idera 
tions and  th a t  they are  not som eth ing  exclusive or  special — confined to  a 
group of  people called members. Any o the r  posit ion  or projection  can only 
create an tagon ism  to w ard s  co-operatives and  re ta rd  their g row th  and  p ro 
gress. The a n tag o n ism  could com e from  the S ta te  and  from  the rest o f  the 
com m unity  if a co-opera tive  were to  act as a special body o f  people cu t off 
from the rest of the  co m m u n ity  or even ac ting  outs ide the interest of the c o m 
munity o r  the S tate .

In any event activities which show c o m m u n ity  consideration  will cause 
ready acceptance by the com m unity  and  will generate  grea ter  business and  
mem bership  for  a co -opera tive  insurance society, as has been experienced in 
my country. To  p rove th a t  the co-operative is a non-p ro f i t  organisa tion ,  a co 
operative ca n n o t  pride or  boas t  o f  profits o r  su rp lus th a t  it has accrued. But it 
can achieve this end by showing tha t  w hatever  surp lus it has derived from  its 
activities is being utilised for com m unity  p ro g ra m m e s  which benefit bo th  the 
members and  the non -m em bers  of  com m unity .  In fact a lm ost all people ex 
pect a co-operative insurance society to  be involved in com m unity  develop
ment because in the ir  m inds a non-profit  o rgan isa tion  is a social o rganisa tion  
expected to  do  char i tab le  work. T herefore  to  overlook this would be 
detrimental f rom  a business po in t of view. In ad d i t io n  the question  would 
arise as to  w here all the surplus is going o r  is it an  o p p o r tu n i ty  to  have no re
straint on expenses since the ques tion  of  profits  is no t  a key po in t  of cons idera 
tion.

After having exam ined  it in this m anner  let me now go on to  the areas into 
which these responsibilit ies could be exercised with m ax im um  benefit and  
effect. We accept it as a fact th a t  we have social responsibihties to our  m em 
bers and to  the com m unity .

A co-operative insurance society has to reflect its social responsibilities in 
the conduct of the  business itself. One initial area  in which the responsibility 
has to be reflected is the underw riting  of  risks. The reality o f  insurance is tha t  
the persons w ho are m ost  in need of insurance are those affected by im p a ir 
ment or some ailment.  H ow ever they tend to  be classified as uninsurable. Thus 
a class of  people are  denied insurance which invariably means tha t  their  
families will be deprived of  the security they need. C ou ld  a co-operative insur
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ance society non-pro f i t  m otivated  practise insurance in this m anner  and avoid 
a responsibility to  this class of people and  the com m unity?  1 do not th ink so. A 
co-operative is be t te r  built to take in these risks an d  it should do so at w h a t
ever cost as a  social responsibility tha t  it ca n n o t  sh irk  from. It has to  show the 
difference in its m otivation .  T h is  is one area  where there is a clear need to  do 
so. It need not th ro w  overboard  underw ri ting  principles. But funds can be 
created for this pu rpose  to  meet the contingency.

It is also essential tha t we should provide services, benefits and o ther  
privileges or  facilities over an d  above tha t  which are given by others. At least 
we should strive to  do  this. We should also ensure tha t  o u r  services, namely 
insurance, are readily  available particularly  to  those people who canno t 
afford it and  to  those  w ho really need it. So  the cost o f  o u r  service or the type 
of service tha t we should  provide should  be within the reach of  every indi
vidual as everyone needs insurance protec tion .  T here  is no question  over the 
fact tha t everyone needs insurance pro tec tion  especially those in the lower in
come group. We have form ed co-operative insurance societies to m ake sure 
that this valuable service reaches those w ho  need it most. It is therefore our 
responsibility not only to  m ake it available but to  m ake  the service easily avail
able. Selling insurance should no t be the m a tte r  alone. There are many who 
shy away from  tak ing  it because of  various reasons. We have to educate and 
inform them  ab o u t  the  value of  the service. Educa ting  and inform ing abou t 
the use and  purpose  of insurance is a m a jo r  responsibility o f  co-operative 
insurance even if it m eans tha t  o the r  insurance o rganisa tions may benefit from 
the activity.

In the case of  m em bers  who will be prim arily  concerned with the cost of 
insurance and  the service they get, it is im p o r ta n t  to  satisfy them  in this d irec
tion while at the sam e time m eans and ways should  be explored to  organising 
and p rom oting  social and  other  econom ic services which will benefit them  to 
improve their  s ta n d a rd  of living. Looking  into their  educat ional needs is one. 
Education in this case could ex tend  from  specific topics like co-opera tion  to 
various o thers including general education .

Providing opportun it ies  for career deve lopm ent th rough  training is one 
o ther  aspect which should  be considered. In the  M alaysian C o-opera tive  
Insurance S o c ie ty  we have a special educa t ion  an d  tra in ing  loan scheme for 
members. T h ro u g h  this scheme we try to  provide o u r  m em bers  with financial 
assistance to  im prove their educat ional qualif ications and to acquire  p ro 
fessional qualif ications. The scheme is also m ean t to  help their children to  go 
for fu rther  education .  We feel we are serving o u r  m em bers  in a very im p o r t
an t way th ro u g h  this scheme in relation to  their  children. M any families in 
Malyasia find themselves up-lifted socially and  economically  th rough  the 
achievement o f  the ir  son or daugh te r  in educa t ion  or in a profession. One child 
being able to  succeed in life gives the im petus and  the assistance to the o ther  
members of  the family to  improve themselves. This is because Asian families 
are by nature  closely knit and  the child 's responsibility  tow ards his parents,  
sisters and b ro thers  does not end on a t ta in ing  the age of 21 or  even after 
marriage. Therefore  the provision of  loans for fu r the r  education  to m embers 
or their children is a useful social service. T here  are m any  other ways by which 
members could be served in the area of social needs. In different countries dif
ferent types of  needs m ay exist and  with im ag ina tion  and  initiative this could 
be though t ou t and  provided for.

In respect o f  the com m unity ,  the responsibilit ies are so large and  varied
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that no co-opera tive  insurance society or g roup  of  organisations can  m atch  
them. This should not however deter any co -opera tive  insurance society from 
involving itself in social activities in the  com m unity .  W ith  im agina tion  an d  re
sourcefulness a  role could be played which can  gather  m om e n tu m  an d  size 
with the progress of time. Certainly even a small beg inn ing  would enhance  the 
image of a co-opera tive  insurance society and  it would  be good  for its busi
ness p rom otion .  O ne  th ing I must m ake  clear th a t  social responsibility and  
business deve lopm ent go hand  in hand  and  one helps the other.  Let me nam e 
some of the  a reas  in to  which the M .C .I .S .  has e m W k e d  in to  with a  certain 
degree of  syccess. In the initial years because o f  the  lack of  m anpow er  an d  ex
pertise the M .C .I .S .  was conten t in giving d o n a t io n s  or m ak ing  contribu tions 
to  worthwhile  causes or charitable  o rganisa tions .  W henever  there were any 
disasters in the co u n try  of  a na t iona l n a tu re  or  otherwise, the M .C .I .S .  was 
ready 'to  m ake  its contribu tions.  We have lent o u r  voice also to  worthwhile  
causes.

In later years as we began to  have the resources, the size and the m a n 
power. we com m itted  ourselves to help cha r i tab le  and vo lunta ry  o rg a n 
isations in a tangible form. We began to  prov ide  m anpow er  and public 
relations services to o rganisa tions like the M edic A lert  F ou n d a t io n ,  the Blood 
D onors  A ssocia tion  and  to others. Par t  o f  the services included meeting of 
printing and  o the r  opera tional  costs o f  these organisa tions. Regularly we 
organised cam paigns  for  b lood donors .  W henever  there is a sudden  shortage 
of blood we m ake  sure tha t  o u r  employees and  m em bers  answer the call for 
blood. T o  the L ady  T em pler 's  H ospita l,  a pr ivate  organisa tion ,  we co n 
tributed a bed which m eans th a t  we m a in ta in  any  patien t who is adm itted  to 
tha t bed at a cost o f  $5,000 = per year. H an d icapped  children, a significant 
section of the com m unity ,  have become a very special consideration  of  ours. 
We have s ta r ted  a  fund  called the “ H and icapped  C h i ld ren ’s F u n d ” to  provide 
assistance to  hand icapped  children in the best fo rm  possible.

We are p lann ing  tow ards  m ore such projects in various areas to alleviate 
social p roblem s. W e believe also th a t  to  keep the whole com m unity  toge ther  
we should m ake the rest of the com m unity  conscious of  its responsibility to 
wards the u n fo r tu n a te  ones in o u r  midst.  T o  discharge this du ty  we as a co 
operative shou ld  n o t  only take the lead in develop ing  com m unity  projects but 
also motivate the co m m u n ity  to  help the needy and  m ore im portan t  help it
self. Publicity, assistance and  a d ialogue with com m unity  leaders can bring 
abou t this.

There is one o th e r  area where the M .C .I.S .  has gone in response to  the 
needs of  o u r  pa r t icu la r  environm ent.  In the field of  sports, bad m in to n  is a 
kind of religion with o u r  people. Using tha t  as a base we have com m itted  o u r 
selves to develop sports  am ong  our  youths and  to get them totally involved, 
particularly from  the rura l areas. Par t  o f  the reason is to m ake them avoid 
habits like sm oking  p o t  etc. A b a d m in to n  club has been organised to  generate 
enthusiasm in the game. T h ro u g h o u t  the club will organise badm in ton  
tourneys and  open up courts  and  facilities for the gam e to be played. In o ther  
games also we have com m itted  ourselves to  give assistance.

The M .C .I.S .  as you  can see is a t tem p ting  to  filter itself into national life 
in every conceivable form. Identification with na t ional  aspira tions in the 
economic and  social a reas  are being achieved. However, w hatever  it may have 
done in social deve lopm ent may seem small o r  insignificant in com parison  to 
some of the developm ents  by co-operative insurance societies in Europe. The
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p .s .  in Belgium, for  instance, has a num ber  of' social institutions and schemes 
which m ake good exam ples for  others to  em ulate. Folksam  in Sweden have 
also m ade their co n tr ibu t ion  to the social life of the ir  country. The im portan t 
thing to rem em ber  is tha t there is a need and  necessity for co-operatives to 
shoulder these responsibilities. In each coun try  where there is a co-operative 
insurance society, different social changes and  innovations could be b rought 
about by the society th rough  its involvement.

In conclusion, it should be said tha t a co-opera tive  insurance society is a 
people’s o rgan isa tion  and consequently  it m ust function  for the people. Only 
then could its g row th  be assured and accepted as a valid one.
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A P P E N D I X  3

IN T E R N A T IO N A L  CO -O PER A TIV E  
IN S U R A N C E  F E D E R A T IO N

I. A R G E N T I N A

2. A U S T R A L IA

A sociacion  A rg en tin a  de C ooperativa  r 
M uiualic/aJes dp Seguras,

Avda, de M ayo  1370 Piso lo, Buenos Aires.

C o-opera tive Insurances C om pany o f  
A ustra lia  L im ited ,

4th F loor,  500 Collins Street, M elbourne ,  
Victoria 3000.

3. A U S T R IA

4. B E L G IU M

W estralian Farm ers C o-operative L im ited , 
569 W ellington Street, Perth , W estern  

A ustra l ia  6000.

W iener S t'adtische W echselseitige  
V ersicherungsanstalt,

P ostfach  80A, 1011 Wien, Schotten r ing  30.

“La P revoyance Sociale", (P ,S .)  Societe  
coopera tive d ’assurances, and

La Prevoyance Sociale A ccidents du  
Travail, and

La P revoyance Socia le Reassurance.
151 Rue Royale, Brussels 3.

L E c o n o m ic  Populaire,
30 Rue des C ham ps ,  5300 Ciney.

Les A ssurances Populaires.
141 Rue de la Loi, Brussels 4.

5. C A N A D A  10. C o-operative Fire a n d  C asually C om pany.
and

12.

C o-operative L ife  Insurance C om pany,
1920 College Avenue, Regina. Saskatchew an.

C o-operators Insurance A ssoc ia tion  (G uelph), 
and

C o-operators L ife  Insurance A ssocia tion  
(  G uelph),

P n o ry  S quare ,  G uelph , Ontario .
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6, C O L O M B IA

7. D E N M A R K

8. E C U A D O R

9. F IN L A N D

14. D esjardins M u tu a l L ife A ssurance C o m p a n y .
200 Des C o m m a n d e u rs  Avenue, Levis. Quebec.

15. La Sauvegarde C om pagnie d 'A ssurance Sur  
La Vie,

152 east,  N otre  D am e Street,  M on trea l  127, 
Quebec.

16. La Societe  d 'A ssurance  des Caisses Populaires.
100 East T rans  C an ad a ,  Levis. Quebec.

17. Les A rtisa n s C oopvie.
333 Cra ig  S treet East. M ontrea l  129,
Quebec.

18. Les C ooperants C om pagnie M utuelle  
d 'A ssurance- Vie,

1259 Berri S treet,  M ontrea l  132. Quebec.

19. Seguros La E q u id a d  Sociedad  C ooperativa,
Calle 17, No 10-16 piso lOo, A p ar ta d o  
aero  30261, Bogota.

20. A ndels-P ensionsforen ingen .
H.C. A ndersens  Boulevard 47, K obenhavn  V.

21. D anm ark-T ryg -F rem tiden , and

22. G enforsikringsse lskahet S erva  A j S.
P os tbox  300, D K  2800 Lyngby.

23. F orsikrings-A ktiese lskahet A lka ,
G othersgade 45, Copenhagen .

24. C oopera tiva  de Seguros del Ecuador.
P.O. Box 2062, Quito.

25. E lakekassa  Tuki, and

26. K eskin'ainen H en k iva k u u tu sy h tio  Kansa. 
and

27. K eskina inen  V a h in k o va ku u tu syh tio  Kansa.
H am eentie  33, PL  45, 00501 Helsinki 50.

28. E lakekassa  E lonvara, and

29. K eskina inen  E la k eva k u u tu sy h tio  Pohja. and

30. K eskina inen  fJ e n k iv a k u u tu sy h tio  Pohja. and
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10. F R A N C E

11. G E R M A N Y

12. G R E A T
B R IT A IN

13. H O L L A N D

14. IC E L A N D

15. IS R A E L

31. K eskind inen  V a h in ko va ku u tu syh tio  Pohja.
R un e b erg in k a tu  5, 00100 Helsinki 10.

32. La Sauvegarde,
14 Rue de la Chapelle, 75 Paris 18e.

33. H am burger Im erna tiona le  R iickversicherung  
AG .

D-2000 H a m b u rg  1, Postfach  60 46.

34. Volksfiirsurge D eu tsche Sachversicherung  
A  G,

D-2000 H a m b u rg  I, Postfach 998.

35. V olksfiirsorge L ehensversicherung AG .
D-2000 H a m b u rg  1, Postfach 990.

36. V olksfiirsorge R ech tsschu lz-V ersicherung  
A G .

D-2000 H a m b u rg  1, Postfach 614.

37. R. & V. A llgem eine  Versicherung AG .
D-6200 W iesbaden-1, Postfach.

38. R h ein -M a in  R iickversicherung  —
Gesellschaf! A G .

62 W iesbaden , T aunuss trasse  1.

39. C o-opera tive Insurance Socie ty  L im ited .
Miller S treet,  M anchester,  M60 OAL.

40. C oopera iieve Vereniging "C entraal 
B eheer" G .A .

P ostbus  700, Apeldoorn .

41. De C ent rale L evensverzekeringhank NV.
R ijnstraa t  28, ’s Gravenhage.

42. Dela.
Q ude S tadsg rach t 1, E indhoven, Postbus 
522.

43. A n d va ka . and

44. S a m vin n u tryg g in g a r M utua l Insurance  
Society ,

A rm uli  3, Reykjavik.

45. H assneh Insurance C om pany o f  Israel 
Lim ited,

115 Allenbv R oad ,  P.O. Bo.x 805, Tel Aviv.
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16. ITA LY 46. C onipagnia  A ssicuratrice V nipu l
Via O berdan ,  24 Bologna 40126.

47. M A E C I  — Societa  M utua  J i A ssicurazion i e 
d i R iassicurazioni,

Via Zam bele tti  1 1. 20129 Milan.

17. J A P A N 48. N ationa l F ederation o f  Fire Insurance  
C o-operatives f o r  S m a ll Business.

2-4 K ayabo-cho , C huo-K u, N ihonbash i,  
Tokvo.

49. N ationa l Federation o f  Insurance
C o-opera tives f>r Labourers a n d  C onsum ers, 

7-20-8 N ishi-Shinjuku, Shinjuku-ku.
Tokyo ,  160 .lapan.

18. K O R E A

50. Z en ky o re n  M u tu a l L ife Insurance C om pany.
Z enkyoren  Building. 7-9 Hirakavva-cho, 
C h iyoda-K u ,  T okyo, 102 Japan .

51. N a tio n a l A g ricu ltu ra l C o-operative  
Federation,

75 1 Ka C hoong jong -R o ,  S u daem oon-K u ,  
Seoul.

19. M A L A Y S IA

20. N O R W A Y

52. The M alaysian C o-operative Insurance  
So cie ty  L im ited .

36 J a la n  A m pang ,  P.O. Bo.x 817. Kuala 
L um pur ,  01-16.

53. F orsikringsaktieselskapet Sam virke , and

54. L ivsfo rsikringsak tiese lskapet Sam virke ,
T ollbuga ten  20, Oslo 1.

2L P A K IS T A N 55. The C o-opera tive  Insurance Socie ty  o f  
Pakistan L im ited ,

C o-opera tive  Insurance Building, 23 The 
Mall, P .O. Box 147, Lahore.

22. P U E R T O  R IC O  56. C oopera tiva  de Seguros de Vida de
P uerto Rico,

A p a r ta d o  3428 — G P O , San Ju a n .  P uerto  
Rico 00936.

57. C oopera tiva  de Seguros M ultip les de 
P uerto Rico,

G P O  Box 3846, San  Ju a n ,  P uerto  Rico 
00936.
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23. S W E D E N  58. F olksam  G eneral M u tua l Insurance Sucie t
and

59. F olksam  In terna tiona l Insurance C om p a n y  
L im ited , and

60. F olksam  M u tu a l L ife Insurance Society ,
F o lksam  Building. Bohusgatan  14. 
S to ck h o lm  20.

61. K oopera tionens Pensionsanstalt,
Pack, 5-103 10, S tockholm .

24. S W I T Z E R L A N D  62. C oop-L ebensversicherungs-G enossenscha ft,
A eschenvors tad t  67. CH4002 Basel.

25. T U N IS IA  63. El ftt ih a d  C oopera tive  d 'Assurances.
Siege Socialc. 16 Avenue de C arthage .  
Tunis.

26. U.S.A. 64. N ationw ide  L ife Insurance C om pany, and

65. N ationw ide  M u tu a l Fire Insurance C o m p a n i 
and

66. N ationw ide  M u tu a l Insurance C om pany,
246 N o rth  High Street. C olum bus.  O h io  
43216.

67. M u tu a l Service C asualty Insurance  
C om pany, and

68. M u tu a l Service L ife Insurance C om pany,
P.O. Box 3035.’Saint Paul. M N. 55165.

69. League G eneral Insurance C om pany, and

70. League L ife Insurance C om pany,
P.O . Box 5010. Detroit ,  Michigan 48235.

71. U rban C o m m u n ity  Insurance C om pany,
309 West 23rd Street. New York. NY 1001 !
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A P P E N D I X  4

Mr. R. Lemaire

TH E EXECUTIVE CO M M IT T E E

La P revoyance Sociale, 
Belgium.

Mr. N. A. A. K ulara jah  The M alaysian  C .I.S .,
Malaysia.

C hairm an.

Vice-Chairman.

Mr. H. Seeley

Mr. K. Back

Mr. O. M ercure 

Mr. W. R ittner

Mr. Y. Y am a n ak a

C o-operative Insurance  
Society ,

G rea t Britain

The F o lksam  Group, 
Sweden.

Secretary and 
Treasurer.

Mr. D. E. Jo h n s o n  N ationw ide Insurance,
U.S.A.

L A ssu ra n ce - Vie D esjardins, 
C anada .

V olksfursorge Insurance  
C om panies Group,

Federal R epublic  o f  Germany.

Z enkyoren ,
Ja p a n .

* *  * *

Mr. F. H. E dw ards C o-operative Insurance
Society ,

G reat Britain.
Assistant Secretary 
and
Assistant Treasurer.

If you would  like furthe r  in fo rm ation  ab o u t  the I .C .I .F . write to:

Mr. F, H. Edw ards
Assistant Secre tary  & Assistant T reasure r
In ternational Co-opera tive  Insurance F edera tion
C.l.S. Building
Miller Street
M anchester  M60 OAL
England
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A P P E N D IX  5

IN T E R N A T IO N A L  CO -O PER A TIV E R E IN S U R A N C E  
B U R E A U  CO M M ITTEE

Mr. R. Lemaire

Mr, P. D. J o h n so n

Mr. D. E. Jo h n so n

Lm  P revoyance Sociale, C h a irm an
Belgium

C o-opera tive Insurance  
Society .

G rea t Britain. Secretary

N ationw ide  Insurance,
U.S.A.

Mr. K. Lindberg The F o lksam  Group, 
Sweden

Mr. D. Briscall c jo  C o-operative Insurance  
S ociety ,

G re a t  Britain. M anager

If you would like fu rthe r  in fo rm ation  a b o u t  the l .C .R .B . write to:

Mr. P. D. J o h n so n  
Secretary
In terna t ional  Co-opera tive  R e insurance Bureau
C .l.S . Building
Miller Street
M ancheste r  M60 OAL
England
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I N S U R A N C E  D E V E L O P M E N T  B U R E A U  C O M M I T T E E

Mr. K. Back The F olksam  Group, C ha irm an  and

A P P E N D IX  6

Sweden Secretary.

Mr. O. Binder W iener S tdd tische W’ecliselseitige 
Versichenm gsanstalt,

Austria.

Mr. W. E. F itzpa tr ick  N ationw ide Insurance.
U.S.A.

Mr. T. H aa lboom

Mr. K. Holler 

Mr. T. Kokubo 

Mr. M. N ussbaum

Mr. G. Schubert

C o-operators Insurance  
A ssocia tion  (Guelph),

C a n ad a

S a m virke  Group,
Norway.

Z enkyoren ,
J a p a n

H assneh Insurance C om pany  
o f  Israel,

Israel.

R&  V A llgem eine  
Versicherung A G ,

Federal Republic  of G erm any

Mr. R. E. V anderbeek  League L ife I G eneral
Insurance,

Mr. R. Lemaire

U.S.A.

La P revoyance Sociale, 
Belgium.

Ex-Officio

Mr. H. D ahlberg The F olksam  Group, 
Sweden.

Assistant
Secretary

If you would like fu rthe r  in fo rm ation  ab o u t  the l.D .B. write to:

Mr. H. Dahlberg
Assistant Secretary
Insurance D evelopm ent Bureau
Folksam  Building
Bohusgatan  14
S tockholm  20
Sweden

125



A P P E N D IX  7

Mr. R. Lemaire

Mr. D. E. J o h n so n  

Mr. O. M ercure 

Mr. H. Seeley

Mr. N. A. K ulara jah  

Mr. K. Back 

Mr. W. R ittner

M r. Y. Y am a n ak a

A L L N A T IO N S , INC.

La Prevuyance Soviale, 
Belgium

N a tio n w id e  Insurance, 
U .S.A.

C ha irm an  of 
Board
of Directors 

Pre.sident

L ’A ssurance- Vie D esjardins, Vice-President 
C a n ad a

C o-operative Insurance  Secretary and
Society , T reasure r

G rea t  Britain

The M alaysian C .I.S ..
M alaysia

The F olksam  Group,
Sweden.

V oIksfiirsorge Insurance  
C om panies Group,

Federa l  R epublic  of Germany.

Z enkyoren ,
Ja p a n

M r. E, F. Hull

Miss M. M . Valentine

N a tio n w id e  Insurance, 
U .S .A .

N a tio n w id e  Insurance, 
U.S .A .

Vice-President
and
A ssistant Treasure r  

Assistant Secretary

If you would  like fu r the r  in fo rm ation  ab o u t  Allnations, Inc. write to:

Miss M. M. Valentine 
Assistant Secretary 
Allnations, In£.
246 N orth  High Street 
C o lum bus 
O hio  43216 
U.S.A.
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IN T E R N A T IO N A L  C O -O P E R A T IV E  I N S U R A N C E  F E D E R A T I O N  

R U L E S

A P P E N D I X  8

1. The In ternat ional  Co-opera tive  Insurance F edera tion  o f  the In ter
national C o-opera tive  Alliance has as its objects the jo in t  investigation, 
the developm ent of jo in t  ac tion  p rogram m es, the exchange of  infor
mation and personnel,  and  the establishm ent o f  in te rna tiona l  co-opera- 
tive relations in m atte rs  o f  insurance and reinsurance.

2. M em bership  of the F edera t ion  shall be open to  co-operative insurance 
societies. O th er  insurance o rganisa tions may be adm itted  provided their 
objects and  m ethods  are in conform ity  with those of  the co-operative 
m ovement and  provided they are  not carried on with a view to profit in 
o rder  to  enrich certain individuals or institutions of a capitalistic nature.

Such societies can  only becom e M em bers  of the F edera tion  with 
the consent o f  the C en tra l  C o-opera tive  O rgan isa tion  of their respective 
countries.

But before adm ission  is finally agreed, the views of  the existing 
M em ber societies o f  the  coun try  concerned shall be ascertained.

3. C on tr ibu t ion  to the funds of  the F edera tion  shall be calculated on the 
basis o f  £1 for each com plete  £100,000 of yearly prem ium  income, with a 
m in im um  con tr ibu t ion  of  £25 from  each affiliated society or g roup  of 
connected societies.

4. The Executive C om m ittee  shall consist of up to  nine m em bers  elected by 
the Federation . At the first meeting of  the Executive C om m ittee  follow
ing each Conference, a C h a irm an ,  a V ice-Chairm an, a Secretary and a 
Treasurer  shall be elected. The Executive C om m ittee  shall if it so wishes 
appo in t  an A ssistant Secre tary  and  Assistant Treasurer.  The President, 
D irec tor  and  Genera l Secre tary  of the In te rna t iona l  C o-operative 
Alliance shall be ex-officio m em bers  of the Executive Com m ittee.

In the event of a vacancy or vacancies arising on the Executive 
Com m ittee  as a result o f  dea th ,  resignation or  retirem ent from  the ser
vice of a M em ber  Society, the rem aining m em bers  of  the"Executive 
Com m ittee  shall have pow er  to  co-opt a person  or persons em ployed by 
a M em ber Society or Societies to  fill the vacancy or vacancies until the 
next Conference of  the F edera tion .  Persons co-opted  shall not neces
sarily be in the service o f  the Society or Societies which em ployed the 
previous m em ber  or m embers.

The Executive C om m ittee  shall also have power to invite o ther  per
son or  persons to  a t tend  the ir  Meetings if it should  ap p e ar  desirable in 
order to secure first hand  in fo rm ation  on specific problem s, but such 
person or persons shall no t  partic ipa te  in the general w ork o f  the Execu
tive Com m ittee  and  shall not have a vote.
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5, If possible the F edera tion  shall meet in Conference at the same time and 
place as the Congress o f  th e  In te rna t iona l  Co-opera tive  Alliance.

It shall; —

(a) Consider  the repor t  o f  the  Executive C om m ittee  on its activities 
since the previous Conference, also the  financial s ta tem ent,  and 
take decisions thereon.

(b) Re-elect or replace m em bers  of the Executive Com m ittee.

(c) Give its decisions regard ing  the  p roposals  subm itted  by the Execu
tive Com mittee.

(d) Decide upon  the p ro g ra m m e of w ork to  be under taken  dur ing  the 
three following years.

Societies which have paid the ir  subscrip tion  have the right to vote. 
Each society has one vote.

If necessary, a special meeting may be convened at any time.

6. The Executive C om m ittee  will meet whenever the necessity arises, but 
not less than  once each year.

If possible the Meetings will be held at the same time and  place as 
those of the C entra l C om m ittee  of the In terna t ional  Co-opera tive  
Alliance.

7. The Executive C om m ittee  is responsible for the o rganisa tion  of  the 
Conference and  the p rep a ra t io n  of  the Agenda.

It shall: —

(a) Exam ine the reports  o f  the Secretary  and  of the m em bers  ap p o in t
ed to report on the various items o f  the Agenda.

(b) A ppoin t such sub-com m ittees  as may be considered necessary for 
the conduct of its affairs.

(c) A pprove the s ta tem ent of receipts and  expenditure  on the p ro 
position of  the Treasurer.

(d) Supervise the carrying out by the Secretaria t of the decisions o f  the 
Conferences.

(e) Supervise the w ork  of the sub-comm ittees.

8, The Secretary of the F edera tion  is responsible for the co -o rd ina t ion  of 
inform ation,  for under tak ing  necessary investigations and  for supp ly 
ing the affiliated O rgan isa tions  with  sum m aries  of the various d o c u 
ments.

He also prepares reports  for subm ission to the Executive C o m 
mittee.

9, The Secretary of  the F edera t ion  will furnish reports on the work of  the 
F edera tion  to  the C entra l C om m ittee  of the In ternat ional Co-opera tive  
Alliance.

10. M em bersh ip  of  the F edera tion  shall cease: -
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(a) By voluntary  resignation: notice of  which shall be given by the 
O rganisa tion  concerned  at least three m onths  before the end of  the 
financial year of the F edera tion .

(b) By non-paym ent o f  subscriptions: any O rgan isa tion  which in two 
successive years has not paid  its subscription, or m ade a specific re
quest to the Executive C om m ittee  for leniency, shall be deemed to 
have voluntarily  resigned an d  shall be rem oved from  the list of 
Members,

(c) By resolution of  the Federa tion :  any O rgan isa tion  which acts con 
trary to the interests o r  Rules of  the Federa tion ,  or whose activity 
is inconsistent with the Objects  of the Federa tion ,  shall be ex
cluded from m embership.

(As am ended  by the Full C onference on  7th O ctober,  1972)
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