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SESSION OF SEPTEMBER 1st

Mr. R . Dinmige in the chair.

C h a ir m a n : We have Dr. Stenner who is President of the City
Parliament of Vienna, and the working President of this Company, 
the Wiener Stadtische. We also have Dr. Bonow, the President, 
and Mr. Alexander, the Director of the I.C.A.

Dr. Stenner is going to extend a welcome to you on behalf 
of the Wiener Stadtische.

OPENING ADDRESSES

Dr. S t e n n e r : Mr. Chairman, Mr. President, Ladies and Gentle
men, dear colleagues. To begin with, may I in my capacity of 
President of the Vienna Landtag extend to you a welcome on behalf 
of the City and province of Vienna. We are extremely happy that 
your conference, like so many other conferences, should have chosen 
Vienna as its venue—Vienna has been the venue of many great

'  T he first session o f the C onference opened in  the prem ises (R ingturm ) 
o f the  W iener Stadtische W echselseitige Versicherungsanstalt acting as guest 
C om pany.
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and important conferences and we feel that Vienna provides an 
ideal climate for such meetings, not only because of its political 
position, but perhaps because of the atmosphere which prevails in 
the city. Conferences of this kind have the advantage of providing 
an opportunity for exchanges of ideas, and what 1 consider to be 
no less important, they provide opportunities for personal contacts 
And these contacts continue to exist a long time after the confer
ences themselves have been brought to an end. Apart from that, 
all conferences and all meetings have the added advantage of provid
ing the opportunity to delegates to get to know other countries, other 
nations and their activities. I have studied the programme of your 
conference very carefully; I have also studied the programme of 
social functions which is no less important, I believe and I would 
say that Austria is more than mere Grinzing, the State Opera and 
the Prater—of course, all that belongs to Austria and to Vienna,— 
but Vienna is also a city where people work, where they have been 
building up a city destroyed after the Second World War. The 
City Council of Vienna has found new avenues after the First World 
War, and one of the elements of this new development is the 
Wiener Stddtische Versicherung which is part and parcel of this 
overall development. In my capacity as a member of the Board 
of the Wiener Stadtische Versicherung, let me extend to you the 
greetings of that institution.

In the economic life of Austria, and of Vienna, this insurance 
company is a very powerful factor. Let me make one remark in 
this connection. In an era of economic prosperity, where the 
majority of people enjoy security—this is not so in all parts of 
the world—to people who live in relative prosperity, insurance is 
significant. I would rather say that the importance of insurance has 
increased and in our modern day and age the field of activity of 
insurance has been vastly increased. Let us think in terms of 
motorization, of increased car ownership. Let us remind you of 
the vast fields opened up by aviation. And certainly in the near 
future space travel will open up a new field for insurance companies. 
This is to be anticipated and it is a mere matter of time.

And then let me say another word in regard to my own insti
tution. The insurance company is an important economic factor 
due to investment of funds. Not so long ago I had the privilege 
of giving a paper to the Executive Officers of this company and I 
feel that the question of meaningful, sound investment of the capital 
entrusted to an insurance company is a problem that should not be 
underrated.
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You will be holding your conference in this building during 
the next two days, but apart from that you will have an opportunity 
of seeing our city and parts of our country. So, on behalf of this 
institution and on behalf of the City of Vienna, let me wish you 
ample success for your conference and let me wish you fine weather 
for your programme of excursions and visits.

Dr. B o n o w ;  Mr. Chairman, fellow Co-operators, it is a very great 
privilege for me to have the opportunity to address this important 
gathering of Cooperators. At the Congress in Bournemouth, I also 
had the opportunity to meet representatives of the insurance cooper
ative movements, and I said at that occasion that in the I.C.A. 
Executive and in the other leading organs of I.C.A. we attach very 
great importance to the activity of your Committee. Your Com
mittee is not only the oldest auxiliary committee formed within the 
I.C.A. I would further say that judging from the results of the 
work of our auxiliary committees, the activities you have performed 
over the years are of outstanding value. The problem which so 
often is so very difficult to overcome in international work is that 
there is too much discussion and too little action. We know that 
not only within the Cooperative movement but generally in inter
national gatherings. If we look at the work of the Insurance Com
mittee we can say that already from a very early stage you have 
directed your work towards practical action in the international 
field. I am thinking not only of the Reinsurance Bureau with the 
important results you have achieved in that field, but quite especially 
of the action which was started by the discussions which took place 
in 1963 when you laid the foundation for the Insurance Devel
opment Bureau. The reason why I think so much importance 
should be attached to that special part of your activity is obvious 
to us all—when we look round the world today we will find that 
whereas we in the Western countries increase our standard of living 
with some 3-4% every year, which means that we are doubling our 
standard of living in such a short period as some 20-25 years, we 
know that in large parts of the world, what we call the newly- 
developing regions of the world, the problem is not one of keeping 
control of a too rapidly rising standard of living and the implications 
which that may create, but to find ways and means of surviving 
for huge masses of the population.

1 do not want, Mr. Chairman, to embark upon a discourse on 
this problem which is very close to my heart, but I think that 
these problems are very pertinent for insurance co-operatives in the
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Western countries and, of course, also in the developing countries 
themselves. For that very reason, I welcome very much the initia
tive taken to start the Insurance Development Bureau and I have 
seen the report which will be discussed by our Committee, and 
especially that you are intending to implement the plan for the loan 
guarantee fund. When we look at the present world situation, 
I think there is very much to be said for the idea brought forward 
by Mr. Howard Cowden, the founder of the International Co-oper
ative Petroleum Association and a distinguished member of the 
Principles Commission, who sat down to work out a report for the 
forthcoming Congress. He actually suggested before the Commis
sion that it should be added as a new Principle that there should 
be, so to say, a normal thing to establish co-operation among 
cooperative enterprises in various branches. When we look at the 
development in newly-developing regions, we may find several cases 
where thrift and loan societies, insurance societies, etc. are assisting 
the emerging consumer co-operative form of enterprises, and even 
agricultural co-operative marketing organizations; to some extent, 
thrift and loan societies and insurance organizations when they 
are well established can act as a cradle for helping newly-emerging 
cousumer co-operative movements and marketing co-operative move
ments to develop in these parts of the world. For that reason, 
I think it so important that know-how and the experts which can 
be provided from the developed countries, from co-operative insur
ance organizations in these parts of the world, should be given as 
an assistance to the now emerging co-operative insurance enterprises 
in the newly-developing countries and via them also the other forms 
of co-operative activities in these parts of the world. There is no 
doubt,—and I think this is more and more being stressed by gov
ernments in the newly-developing countries,—that governmental 
planning for economic expansion will not be sufficient in itself. It 
must be supplemented by action from the people itself through 
voluntary self-help movements, and their co-operation has a very 
important role to play. For that reason, Mr. Chairman, I wish 
to congratulate you on the initiative you have taken even in this 
field and wish you every success in implementing your important 
and sound development plans.

Mr. A l e x a n d e r : Mr. Chairman, Mr. President and friends. Thank
you for this invitation to speak for a few minutes and to say a 
word about the I.C.A. at Congress time in 1966.

For our Congress you will notice perhaps that there are three
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main themes for discussion, chosen by the I.C.A. authorities other 
than those important matters also raised by member organizations. 
Firstly, the co-operative principles which will be discussed. We 
can say that it is thirty years since we had a review of the applica
tion of the co-operative principles around the world; conditions 
have changed, the requirements of members in co-operatives have 
changed, and the co-operative organizations have adapted them
selves and are adapting themselves constantly to meet those chang
ing conditions and requirements. It therefore seems timely to take 
another look at the co-operative principles, not because we think 
that these principles change but because we think they need to be 
examined in their application throughout the world and in the way 
in which we express them appropriately for their correct appli
cation. We can see that in some cases co-operatives have adopted 
characteristics similar to their competitors and have begun to 
wonder at what point exactly they might part company with 
co-operative principles. And they also see in many cases their 
competitors adopting co-operative methods and trying to make out 
that they are co-operative when, in fact, they lack something that 
is essential. And so this type of review and discussion it is hoped 
and expected will be of some practical assistance in determining 
what is co-operative and what is not throughout the world, which 
is clearly a responsibility of this international organization of 
co-operatives for co-operatives.

Very closely allied to this is the discussion on the structural 
changes in co-operatives which is a constant discussion at the inter
national level and requires to be brought up-to-date and continued. 
And you can see from what I have just said that the link is very 
close with the two subjects because concentrating power and central
izing power to be effective need to be reconciled with the essential
democracy which is the true element essential to a co-operative.
And the different types of co-operatives around the world are gain
ing different experiences in this field, which needs to be commu
nicated from the one to the other and reviewed in this type of
discussion in the I.C.A. authorities.

The third one—co-operative technical assistance—is again a 
subject that is always with us, but despite the tremendous job to 
be done and the very untidy way we set about trying to do some
thing to help, the amount of effective technical assistance in the 
co-operative field, thank goodness, is increasing. And clearly 
the governments of developing countries are very, very strongly 
wanting to have co-operative movements as an effective sector in
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iheir economies because they find that they have to go very fast— 
as fast as they can—with development, and if it is all government 
the people do not feel involved in it. And if they put all their 
effort through private enterprise, then too few people benefit. 
Therefore, even the ones who do not want to have anything to do 
with co-operation are driven round to the opinion that they have 
to do something about it; and those who are overenthusiastic find 
the opposite that they still have to have it. But if you start to try 
and push it for wrong reasons in order to meet special situations 
and go too fast and you do not listen to technical advice, political 
factors and others are allowed to predominate. Then you have a 
serious failure and you have to come back to listening to the tech
nical advice that is available.

So these three fields will be reviewed, and perhaps I should 
add of the last that features emerging are that governments are more 
and more willing to pay if co-operative movements can find the 
technical know-how to provide, to match with the government. This 
is encouraging, and at the developing-country end increasingly govern
ments are prepared to see an independent co-operative movement 
developed with their assistance and to join in the planning and 
feasibility work without which the development work cannot take 
place.

So I think the role of the I.C.A. will emerge clearly in this as 
being a very essential one of coordination. It badly needs co-ordi
nation this work, and so many technical experts arriving in the 
I.C.A. offices find the centralized information which we are build
ing up quite essential to their work, and that role will become 
increasingly important and even it may be that the United Nations 
will have to think of a single unified co-operative technical assist
ance agency eventually.

So, Mr. Chairman, I feel that this Congress will be vital, 
important and positive and all the meetings that are leading up to it, 
as well as the auxiliary committees, are most encouraging to me 
since they have all got positive plans and are clearly making progress 
in their field. I have attended the conference of agriculture, and 
if anybody thinks that the small farmer going out is going to take 
the co-operative out with him and that there is no place for 
co-operatives in agriculture as the farms get bigger and bigger, 
I think we have got the answer to that doubt. But we have also 
formed a separate fisheries committee, and already that newly- 
formed committee has got an active programme in conjunction with 
the F.A.O. The artisans and producers committee is now taking
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wider responsibility for all productive co-operatives which are not 
in the field of natural resources—agriculture, fisheries and forestry— 
which continue to be the responsibility of the agricultural com
mittee. Trading committees are active and they are getting the 
buyers to sit together and consider how far they can buy joinlty, 
not going straight for an international trading organisation, but 
calling practical meetings to arrange joint purchasing effectively 
with a view to seeing what organization may be required to deal 
with this trade. Banking is adopting responsibihty—we have a lot 
of developments of international finance now becoming available 
for co-operative development especially in agriculture. There is not 
time to mention them but this is a very active field in which the
I.C.A. will have to plan. We have got a meeting with Cuna Inter
national, the Credit Union Association, coming off shortly, and we 
have to plan at the international level just where finance for co
operatives and their members should come together or remain 
separate at the international level for the different types of operation. 
This we have very much in mind and I am sure the next year will 
see some planning in that area.

So—housing very active, petrol active, and the women’s meeting 
to ensure that everything possible is done to integrate the activities 
of women with the main stream of the co-operative movement 
rather than separately, and a small meeting to discuss youth matters.

Rather a long and rather a rapid review. Thank you very 
much, Mr. Chairman.

C h a ir m a n : Well, friends, I am sure we are all very happy to have
had these three speeches. Dr. Stenner’s welcome is much appre
ciated by us all and we are very grateful to you for coming this 
morning. Sir. And we are very happy to know that Dr. Bonow appre
ciates the work the Insurance Committee is doing, and I think 
it was good for us to hear from Mr. Alexander’s survey of the work 
of the I .C .A . which puts our work in its proper perspective. It 
shows that we are part of a larger organization, that we are doing 
our part and that there are other people doing their parts in different 
fields, and we only hope that they, if I may say so, will be as success
ful as we hope to be in our particular field. So I would say to 
these three friends—thank you very much for coming to us this 
morning.
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MEMORIAL RESOLUTION

C h a ir m a n : Before they leave, there is a matter which is not a
matter of business but to which I am sure you would wish that 
I should refer—and that is to the recent death of the founder of the 
Insurance Committee, Joseph Lemaire. Many of you will not have 
had the privilege of meeting Joseph Lemaire, but those of us who 
have had that privilege will feel that the tributes paid to him by 
all classes and ranks of Belgians, by the King and Queen and the 
Government, and by representatives of the workers whose interests 
were always closest to his heart, were well-merited. As the special 
issue of Le Bouclier says, “messages of sympathy were received 
from all parts of the world, which emphasize the esteem in which 
Joseph Lemaire was held internationally”. We here today have 
special cause to remember him. It was his idea to bring together 
co-operative insurance societies in other parts of the world, and he 
organized the first meeting which took place in Rome 44 years ago. 
He acted as Secretary for 24 years until his son Henri took over in 
1946. This Insurance Committee is another example of Joseph 
Lemaire’s ideas which flourished and which carried his ideals and 
hopes outside the confines of his own country. It was a very great 
pleasure to the members of the Executive Committee and some 
representatives of the Insurance Development Bureau that Joseph 
Lemaire was able to come to our meeting in Brussels in April, and 
the photographs which were taken on that occasion have become 
memorable souvenirs.

In paying hommage to our founder, I know you would wish 
me to express our sympathy with his two sons Henri and Raymond 
who have themselves played such a large part in the development 
of the work which their father started in so many fields. They had 
the further anguish of losing their mother on the day of their 
father’s funeral, but hard as this must have been one cannot help 
but feel that after over 60 years of life together they might them
selves have wished it this way.

The Executive Committee is certain that this conference will 
wish to permanently record their appreciation of the life and work 
of Joseph Lemaire, and it has been decided that I shall ask you 
to accept the following Memorial Resolution. The Resolution 
reads as follows:

“Whereas this Insurance Committee was created through the 
vision of one man, Joseph Lemaire, who recognized first that the
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international business of insurance would provide scope for co-oper
ation between co-operative movements in various countries with 
established insurance societies, and whereas this man of vision and 
social action, Joseph Lemaire, believed sincerely and implemented 
his belief that a co-operative insurance society must be a dynamic 
force for social development to improve man’s condition of living, 
and whereas this same pioneer of co-operators, Joseph Lemaire, 
created in La Prevoyance Sociale a powerful instrumentality which, 
beyond a modest interest, invests its profits in the protection of 
the nation’s health and welfare through institutions dedicated to the 
prevention, treatment and cure for dreaded diseases—tuberculosis, 
poliomyelitis, cancer, rhumatism, arthritis, cardiac diseases, asthma, 
allergies and blindness—and benevolent relief of victims of mis
fortune by means of orphans’ and old people’s homes, foundations 
for functional and professional rehabilitation of mentally and physic
ally impaired children, social and economic research, and providing 
grants and loans to building societies, medical clinics and labora
tories and the Red Cross. And whereas this Insurance Committee 
will sorely miss the inspired guidance of its founder and with the 
entire co-operative movement mourns his passing, now therefore be 
it resolved that we, the Members of the Insurance Committee of 
the International Co-operative Alliance, do hereby express our grief 
and deep sympathy to the members of his family. And be it there
fore resolved that this Memorial Resolution be placed in the Minutes 
of this meeting and that a copy be sent to the members of his 
family and the Board of Directors of La Prevoyance Sociale.”

As an indication of your acceptance of this Resolution, and as 
a mark of sympathy with his sons Henri and Raymond who are 
with us to-day, I will in a moment ask you to stand in silence for 
a few minutes.

At the same time I would ask you to remember another mem
ber of the First Executive Committee, Mr. Carl Ericsson of Sweden, 
who played his part with Joseph Lemaire in the early days of this 
Committee in 1922. Mr. Ericsson died in 1965. Mr. Ericsson was 
for about 50 years one of the leading co-operators in Sweden, both 
in the Co-operative Union and in the Co-operative Insurance move
ment. He was Chairman of the Board and General Manager of 
Folksam  until 1946. He also had many important duties laid upon 
him by his Government.

Since we last met, therefore, the last of the early pioneers has 
passed away, but it is surely a reminder to us that we must see to
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it that their ideas and ideals are carried on. I will now ask you 
to stand in memory of Mr. Joseph Lemaire and Mr. Carl Ericsson. 
Thank you.

BUSINESS SESSIONS

C h a ir m a n : You will remember that after the Bournemouth Con
gress we presented a very full report, but I should tell you that this 
was a tremendous undertaking and we do not feel that we can face 
up to it again. What with the reproduction of the tape recording 
and the subsequent translations, the amount of work involved was 
such that many of us were involved for weeks on end trying to sort 
it out. So the Executive on this occasion has recommended that 
in the future report of the Congress, the paper which is being given 
will be printed in the language in which it was written, but the 
person writing each paper will be asked to prepare a summary of 
the paper and this summary will be translated into various languages 
in the subsequent proceedings—but not the full paper. Further, in 
order to facilitate a reduction of the report, we would ask all those 
who come to the microphone to speak to subsequently hand to our 
Secretary, Henri Lemaire, a summary of their speech. In other 
words, they will do the summarizing which we have tried, with 
some difficulty, to do from the tapes.

1. Minutes of the last Conference

C h a ir m a n : Just formally I would ask to approve the Minutes of
the Bournemouth conference. I do not know if you have brought 
them with you, but it is the blue book and it is a work of which 
we can feel rather proud, it is a very long job. But will you please 
approve this so that we can deal with these as our future record 
of what happened at Bournemouth. Agreed?

2. Secretary’s report

C h a ir m a n : I now ask our Secretary, Henri Lemaire, to submit his
report.
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Mr. H. L e m  AIRE; Mr. Chairman, my dear colleagues, first of all 
I want to thank you for your sympathy. My brother and myself 
experienced very sad moments these last weeks, and I can assure 
you it is good to find friends like you who are sharing our sorrow. 
Joseph Lemaire was not only our father and our best friend, he was 
also the father of this Committee. As most of you know, 44 years 
ago he tried to find by the l.C.A. the address of the existing Co-oper
ative Insurance societies, and he summoned them to meet in Rome. 
Four companies were represented, from Sweden, Holland, France 
and Belgium, and they had rather strong activity. I remember that 
the first Congress which I attended was also held in Vienna like 
to-day—it was in 1930, 36 years ago—and since these 36 years 
I follow all Congresses and all insurance meetings. Of course, I 
was not Secretary at that time, I was the secretary of the Secretary. 
But I was there and I got some experience. As you heard from 
Dr. Bonow this morning, we are the oldest auxiliary committee and 
only many years later after the war came the Banking committee, 
the Production, the Agricultural, the Housing—it was in 1952— 
Wholesale and so on. You have received my written report, and 
I hope you have read it—it was not too long in order to entice 
you to read it. You know, when we receive too thick papers we 
do not look at them we leave them for the next week-end when 
we shall have time, and we never have time! But this one was not 
too long, and I hope you did read it.

So I shall only add a few comments. First of all I must wel
come the four new members we have enlisted since 1963. Some 
were already present as observers and, for instance, we welcome the 
representative of Unipol, Italy, the representative of Zenkyoren, 
Japan, the representative of the Cooperativa de Seguros de Vida 
de Puerto Rico, and the representative of El htihad, Tunisia. 
Unfortunately, we lost two members, a small Danish company 
which disappeared I believe, called Sognerddsforeningernes Ulyk- 
kes- og Ansvarsforsikring for Landbrugere, and a Canadian com
pany called Assurances U.C.C., which merged with a non-co-oper- 
ative society.

We have now affiliated to our Committee 56 companies located 
in 23 countries of the five continents. According to the statistics 
of the Alliance we have 60 million policyholders, and we are not 
only important by the number of companies and of policyholders, 
but also by the efiiciency of our Committee. I shall only mention 
the exchange of information, the exchange of business through the 
Reinsurance Bureau, and the fruitful action towards the developing
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countries which is to be promoted to-day by the incorporation of 
Allnations and the use of the Loan Guaranty Fund, with the help 
of the Development Bureau. This 1966 meeting in Vienna is the 
last step after several years preparation. We hope that thanks to 
your decisions we shall to-morrow get on our way.

C h a ir m a n : Now are there any questions you would like to put to
the Secretary, or are there any comments on his report? If not, 
I will ask him now to present the Financial Statement.

3. Financial statement 1963-1966

Mr. H. L e m a ir e : Well, dear colleagues, you have sent us a lot of
money these last years and it is our duty to tell you what we do with 
your money. Here you have the figures—and I ask you to overlook 
the first page and to begin on page 2. There on the left side 
you see the assets we had at the moment of the last Congress 
1 108 000 Belgian francs. And for the time being we have about 
three times that amount. Then you have the first contribution 
from the Company of Puerto Rico. On the other side the expenses. 
On the next page we have the same for 1964—on the left the contri
butions of each company and on the right the expenses. All com
panies have paid up. In 1965, the same lay-out. And the same 
in 1966. That is for the Insurance Committee Budget, and you see 
at the bottom of the right page that the balance for the Insurance 
Budget amounts to 2 401 000 Belgian francs. And in the following 
pages you have the figures for the Loan Guaranty Fund. There we 
have only contributions, no expenses. So, you only have to sum up 
the contributions for 1964, 1965 and 1966 and at the foot on this 
page you notice we have 799 000 Belgian francs. And now we can 
come back the first page, and you see under “Apportionment” that 
the Insurance Committee Budget amounts to 2 401 000—you will have 
the details later—and the Loan Guaranty Found to 799 000; altogether 
3 200 000 Belgian francs. Maybe you are not accustomed to reckon 
in Belgian francs, which I understand very well. Then we have 
expressed in pounds sterling and in American dollars what this 
represents. It is about £22 000 or $64 000. This is the money we 
have; and we have this money deposited in two banks, first the 
“Banque de la Societe Generale” where you send the money. When 
we have a certain amount there we transfer it to the Co-operative 
Saving Bank called “Coop-Depots”. Of course, the two accounts
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put together make the same amount. 1 must say that all contribu
tions had been paid for 1963, 1964 and 1965; for 1966 a few 
companies have not paid util now, but I am convinced they will. 
So I can only tell you “O.K. go on, pay your contributions, we 
shall try and put them to good use.”

C h a ir m a n ; Well, you have had the accounts and now is your 
opportunity to ask questions as to what we do with the money. 
1 may say that the Treasurer did not mention to you that these 
accounts are, in fact, audited by a Belgian Savings Bank auditor.

As there are no questions, we will assume that you approve 
the accounts.

4. Allnations, Inc. and Loan Guaranty Fund

C h a ir m a n ; You will see from the agenda that it is my duty to 
introduce to you the recommendation to set up Allnations Inc. 
The steps which led to the proposed establishment of Allnations 
are set out in Appendix 1 of the Report which you have before you. 
But the idea that some way should be found of giving financial 
assistance as well as advice to newly developing co-operative insur
ance societies arose from the paper which Mr. Bowman Doss sub
mitted to the 1960 Conference at Lausanne following discussions 
which had taken place within the Executive Committee for many 
years before that. The delegations in 1960 approved the establish
ment of a Research subcommittee and to show how serious they 
were they agreed to meet the costs of research. This subcommittee, 
and subsequently the Executive, did a good deal of work and as 
you will recall submitted a Research Report to the Bournemouth 
Conference in 1963. One of the proposals in the Research Report 
was the setting up of a Loan Guaranty Fund. This Fund was set 
up in order that the credit risk—and as insurance people I think 
you will all know what the “credit risk” means—for loans made to 
assist the establishment of co-operative insurance societies in newly- 
developing countries should be shared equitably by all the co-oper
ative insurance societies in developed countries. It is, in fact, a 
sort of fidelity insurance fund. For example—and this is merely 
an example— La Prevoyance Sociale might be willing to make funds 
available to a developing society on behalf of all of us, the devel
oped societies. But obviously such loans are not 100% secure. 
And if La Prevoyance Sociale should lose money by making loans
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on our behalf it obviously would be the duty of the rest of us to 
make good its losses. We are all insurance men and we know that 
it is not wise, even among insurance companies, to rely on collecting 
the losses after the claim has arisen. This assessmentism, as we call 
it, has always been the road to ruin, and we did not think that this 
was the way we should operate as insurance organizations. We 
therefore followed sound practice in building up a Fund out of 
which losses—and I think inevitably losses will arise—can be met. 
As our Treasurer has just mentioned to you, this Fund now amounts 
to £6 000 and it is proposed that contributions shall be made until 
it reaches £20 000, and it will then continue to earn interest.

This proposal was undoubtedly sound, but I want to make it 
clear that it was never intended that loans should be made by the 
Loan Guaranty Found. It is what its name implies, a guarantee 
against losses on loans which may be made. It was when we came 
to consider more carefully who should make the loans that problems 
arose. It was found that many of our member societies might not 
be permitted by their governments to make investments of this 
nature and that currency regulations introduce many difficulties. 
This led the Insurance Development Bureau to investigate whether 
companies could be set up in such a way as to overcome the inter
national problems to which I have referred. After a great deal of 
research and discussion we believe that the proposals for establish
ing Allnations Inc. meet this situation. Exhibit E, which follows 
Appendix 2 of the green pages, shows how the proposal will work— 
it is a sort of “family tree” . I think it is a very simple way of 
showing the operations of the proposed Allnations Company, and 
how the money will eventually get down to the insurance society 
in the under-developed country. Page 4 shows how much each 
society will have to contribute in any one year and for a maximum 
of three years so that none of us takes on an unknown committment. 
Loans will be made by the First National City Bank of New York 
on the recommendations of the Insurance Executive Committee. 
The Bank will have the knowledge that if anything goes wrong they 
have the backing of Allnations Inc. and the Loan Guaranty Fund. 
This is a much more straigthforward method than all of us being 
asked for our pro-rata shares of loans and the inevitable compli
cations which would ensue.

It also has the inestimable advantage that a loan through the 
First National City Bank qualifies for A.I.D. which interpreted 
means the U.S. Agency for International Development. And this 
will insure Allnations Inc. against loss because of expropriation
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of property or inconvertibility of currency which are very serious 
risks in newly developing countries.

On behalf of the Executive Committee I strongly recommend 
this scheme to you, but I am sure you will wish to know more 
about the technicalities and I am therefore now going to ask 
Mr. Klas Back, Chairman of the Insurance Development Bureau, 
to take up where I have left off, as he has been very closely 
concerned with the details.

At a later stage I hope that Mr. Bowman Doss will speak, not 
on the technicalities but on what I might term the philosophy of 
the proposals, and I am sure that we all realise that without his 
co-operation and that of his Board in making available a shell 
company, as we call it in Britain, our plans would have been much 
more difficult and maybe impossible. I will now ask Mr. Klas 
Back to deal more fully with this Allnations proposal.

Mr. Klas B a c k : 1 need not say very much about these matters.
The Executive have said what ought to be said in their letter to 
the member companies, (the white paper in the set of papers you 
already have got).

I know that many of the member companies had preferred 
to get a much larger company than the Allnations, Inc. as it is 
planned. A company with a share capital of 300 000 dollars will 
of course not be an entity which can assist very much in supplying 
co-operators in other countries with capital in order to finance new 
co-operative insurance societies. We are thus in the Bureau—and 
I believe also in the Executive—fully aware of the fact that the 
investments which can be made through Allnations, Inc. are very 
modest in comparison with the assistance given in other fields, both 
privately and nationally to newly developing countries on bilateral 
and multilateral basis.

But, if some wanted an Allnations, Inc. with larger share capital 
we also know that other member companies are rather sceptical 
about the Allnations. I think therefore that the decision reached 
by the Executive to limit the share capital to 300 000 dollars of 
which only 100 000 dollars should be paid up from the beginning 
is a wise decision and a good compromise acceptable to all member 
companies. It is our sincere hope that no member company will 
decline participating in Allnations, Inc. You can also very easily 
see that the share capital when distributed among all member com
panies means a comparatively modest investment for each of them.
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It has very often been said that the first co-operative activity in 
a country should not be in the insurance field. It is very probable 
that co-operative strivings in a country will result into consumers’ 
and producers’ co-operatives before a yearning to start co-oper
ative insurance appears. And when such a yearning appears it is 
also very probable that the other co-operatives have gained such 
strength that they are able to raise by themselves the money needed.

It is therefore only in exceptional cases that a need for borrow
ing money with assistance from Allnations, Inc. in order to start 
co-operative insurance may exist.

You already know the motives why it is suggested that All- 
nations, Inc., should be domiciled in the U.S. I know that many 
companies, including some American companies, would have pref- 
ered to domicile Allnations, Inc., in some other country, not because 
of our friends in the American co-operative insurance societies but 
on account of the international political situation.

I can, however, assure you that we have investigated all possi
bilities and tried all alternatives in order to establish a company 
like Allnations, Inc. in another country. It is of course possible. 
But it is not possible in other countries to enjoy all the benefits 
such a company will get when domiciled in the U.S.A. All those 
problems are mentioned under Appendix 1 (the yellow paper).

The legal paper in pink colour has possibly confused some of 
our members. We have however been told by our American legal 
experts about the necessity of having all this written down in the 
articles of incorporation as well as in the code of regulations and 
the code of by-laws. If you need more explanations about these 
matters the legal experts from the U.S. have promised to provide 
them.

C h a ir m a n : I am quite sure there will be some questions you will
wish to put to Mr. Back; and I would mention that in due course we 
shall be submitting to you two resolutions which are essential if we 
are to carry out these proposals, but before circulating them we want 
to be quite sure that you have secured all the information on these 
proposals which you want, and subsequently we will circulate 
these proposals and ask you to vote on them society by society, 
because we want to be quite sure that we know the strength of the 
support we are getting. So, this subject is now open for discussion 
and for asking questions. And please do not hesitate to come to 
the microphone to ask questions, because for those like Mr. Klas 
Back and others who have been working on this for so long it all

26



seems so simple, but I am quite sure that many of you have found 
some problems when you have read it through, and if subsequently 
you have to submit these proposals to your own Board, I am sure 
you will want to be in a position to answer the questions—now 
is your opportunity. So would you please come forward, ask 
questions and make any comments you wish on these proposals.

M r. V a n d e r b e e k : 1 w o u ld  lik e  to  m a k e  th ree  c o m m e n ts  o n  the
Allnations p ro p o sa l:

1. In my opinion this is an important, well designed proposal 
that I hope will receive the unanimous support of the members 
of the Insurance Committee.

2. At the 1963 Bournemouth meeting, a Loan Guarantee fund 
was established with the contribution formula based upon the pre
mium income of each member company. According to this formula, 
the share for the United States companies would be about 42% 
of the overall total. On this 42% Nationwide s share would be 
about 35%, Mutual Service about 4%, and League Life  about 3%.

You will note from material distributed that the Executive of 
the Insurance Committee have recommended that Allnations be 
domiciled in the United States and that 51% of the capital be sub
scribed to by United States companies. Such an arrangement will 
permit United States Agency for International Development invest
ment guarantees against expropriation of property or inconvertibility 
of currency.

So that Allnations would not appear to be a “one company” 
project, it is my understanding that Nationwide is planning to contri
bute only their normal share—35%. To assure that the 51*̂ f, would 
be subscribed to by United States companies. League Life has 
agreed to subscribe up to 16%. This 16% might be reduced by 
what other United States member companies might contribute. 
However, it will assure members of this Committee that the 51 % 
goal will be met.

3. As Mr. Dinnage and others have correctly pointed out, 
co-operative people in newly developing countries will probably 
need technical assistance much more than financial aid. However, 
I must admit my major reservation about the Allnations proposal 
is that it is too limited and conservative. For example, the pro
posed Resolution on control of clean-sight credit guarantees 
(Appendix III, Exhibit D) outlines fairly restrictive loan policies. 
It is always wise to start off conservatively; however, it would

27



appear to me that we may have an excellent applicant for a loan 
who would not qualify under the rules of the proposed Resolution.

Fortunately, the Board of Allnations, by a two-thirds vote, 
could modify the Resolution. The Board of Directors will be the 
Executive of the Insurance Committee. These are men of great 
experience and wisdom. I am sure that all of us agree that it is 
wise to give the Directors the power to modify the Resolution if 
in their judgment they receive a loan application from a worthwhile 
applicant who does not meet some of the rules proposed in the 
initial Resolution.

Question from audience to Mr. Vanderbeek; What are A.I.D. 
guarantees?

Mr. V a n d e r b e e k ; A.I.D. guarantees are basically guarantees 
against loss other than because of normal risks inherent in operat
ing any business. These guarantees are divided into two parts—so 
called “specific risk” guarantees against losses due to expropriation, 
currency inconvertibility, war, revolution, or insurrection; and “all 
risk” guarantees which insure investments and loans against other 
types of risks not specifically mentioned, which also exclude normal 
business risks. The “specific risk” guarantee basically provides for 
full repayment, and the “all risk” guarantee basically provides 
for 50% repayment. All of these guarantees are available only to a 
corporation organized in the United States and at least 51% owned 
by United States citizens or companies.

Mr. Doss; Mr. Chairman, Ladies and Gentlemen. Everything 
seems to be all right since we are not getting many questions. Our 
good Chairman, Mr. Dinnage, alluded to our meeting in Lausanne 
and I recall that meeting very well and I am sure many of you do, 
and I recall also one of the statements I made at that meeting; that 
direction is more important than distance, and that through the 
research program and other activities we were trying to determine 
what was the best direction for us to take in our insurance work. 
Now, the Lausanne meeting was held six years ago and that seems 
a long time to get started, but as it was mentioned by Mr. Alexander 
here this morning in the very fine statement he made, we must 
also be sure, just as sure as sure can be, that we are doing the right 
thing and that we have considered all the technical angles when 
we go into a thing as important as what we are considering here. 
I personally feel that this has been done; I would, Mr. Chairman,

28



like to add here that I think the Development Bureau, headed by 
Klas Back as Chairman, has done a splendid work in preparing 
this program, in putting the material together and in distributing 
it for study. I feel personally really comfortable, about this 
program. It seems to me that it is fundamentally sound and right, 
and it seems to me that it is practical and workable, and as someone 
said here last night that in the days to come it might turn out to 
be one of the greatest things to have been done in the field of 
international co-operative work. We hope so.

M. Dinnage said I might add a few words about philosophy; 
well, I think I said enough words in Lausanne, and again enough 
words in Bournemouth, and perhaps we do not need any more on 
philosophy. What we need now is action. But 1 may just add this 
one word in the philosophy area, that in my judgment the best 
way to help people, in fact the only real way to help people, is 
to help them help themselves. And I genuinely believe that any 
individual or any corporation that will truly try to help another 
will end up always by helping himself. That is the end of my 
philosophy for to-day.

C h a ir m a n : A s 1 mentioned earlier, I shall eventually ask you to
vote, but we have two Resolutions to put before you and you will 
have to make up your mind when you have seen these Resolutions 
whether you can support them. And I propose that, when you 
have had a look at them, we should have a vote by roll-call. I want 
to make sure that each society represented here tells us whether they 
are supporting or not supporting, and since Mr. Binder has arranged 
that we shall have coffee at 11 a.m. I suggest that as you go out we 
will give you copies of these Resolutions so you can study them 
while having your coffee, and then you can come back here and we 
can discuss them. These Resolutions have been very largely pre
pared by Mr. Armor Hank of Nationwide, and he will be ready to 
answer questions on these Resolutions if you have any to raise 
before 1 ask you to vote.

(Coffee break.)

C h a ir m a n : Well, w e  now come back to the consideration of these
Resolutions, but it may well be that during the coffee break some 
of you have had some questions spring to your mind, so before we 
come to the Resolutions if there are any more questions you would
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like to put, or comments you wish to make on these proposals, 
please do so now.

Mr. R it t n e r ; 1 need not say that this plan is a most constructive 
suggestion and maybe one of the most constructive ones ever 
adopted, and I need not say that we should agree unanimously. 
I only would like to put some personal questions which surely might 
be answered off-hand.

My first question is: for obtaining this dormant corporation 
will there be a purchase price to be paid and if so how much will 
it be?

My second question is; as far as 1 have seen nothing has been 
said about the provision of an organisation fund, that means how 
are the costs, the overheads, to be met, where does the money come 
from for paying management salary, office staff, taxes and so on if 
any arise?

My third question—the United States Agency for International 
Development (A.I.D.) will insure Allnations Inc. against loss because 
of expropriation of property and inconvertibility of currency. But 
does AID also give guarantees covering currency deterioration in 
such developing countries? Or how otherwise are such not unlikely 
—in my opinion—losses to be covered?

My fourth and last question—on page 3 of the proposal of 
the Executive it is said that the Directors’ Resolution in Exhibit D 
limits the activities of the company which for legal reasons has got 
much broader powers in its Charter than it is supposed to use. 
But this Directors’ Resolution limits only one activity of the com
pany,—it lays down rules and standards for the selection of loans 
and credits. Does this mean that all other articles of Exhibit A shall 
apply without any restrictions?

I should once again say that I stand up for unanimous accept
ance of the Resolutions.

C h a ir m a n : Before I ask Mr. Back to reply, are there any other
points which anybody wishes to raise?

Mr. B a c k ; The purchase price is not set but it is provided what 
proportion you should pay into it, and the provision tax is provided 
too but other expenses are not. However, we should mention that 
it is more or less from the beginning a “paper” company so it should 
not cost very much to administrate it. Then also when you set the 
price, you should set the price so you are able from the beginning

30



to pay a dividend. That is the practical reason why we are going 
to pay for the shares.

And if the frame for the corporation’s activities is much broader 
than seems necessary it is because we do not want to get cornered 
and to act illegally, but it is created just to give guarantee for loans. 
But we have agreed that if you come into a situation where you can 
see you lose money if you do not resort to other activities, it is 
easier for your Board to make a switch than to get a wider legis
lation. So that is a practical reason why we register under a very 
wide frame and then limit the Board’s powers by a resolution 
because it is easier to change this one.

Then of course the Foreign Aid Program does not cover the 
risk of inflation and so on, but if you think very carefully about 
that, it is working all the way, it is making the risk less and less 
important for Allnations. Because we do not use dollars or pounds, 
we use the local currency. That is really a good thing because if 
the local currency goes down 50% compared to dollars, our guar
antee immediately goes down the 50%, too. I hope I have 
answered all points.

Mr. Doss: 1 am sure that we are clear, Mr. Back, on the answer
to the first question and that is whether it will be necessary to pay 
any money for the purchase of the shell corporation from Nation
wide. And the answer to that is no: Nationwide is not going to 
charge anything for this shell organisation.

Mr. Chairman, 1 should like, as a member of the Executive, to 
expand just a little on the organisation fund question. I hope I am 
not being too presumptious here but, as we have discussed before 
and as the papers have stated, it has been assumed that you will 
agree that the Executive of our Insurance Committee will constitute 
the Board of Allnations. Whichever Executive you elect at the 
conclusion of this conference will constitute the Board of Allnations. 
The Board would have to hold then what we term under American 
law an organisation meeting, sometime thereafter, at which time it 
would elect whichever officers of the Board and other officers of 
the corporation who are supposed necessary to run this corporation. 
Then the question would be: is there any expense connected with 
that such as salaries for officers an so forth—I think this was what 
Mr. Rittner was talking about. We cannot definitely answer that 
question, but I think 1 am right—and please correct me if not—in 
saying at this time that we do not anticipate any such charges, 
particularly at the beginning of Allnations Inc. Any officers will
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serve without salary. They will be compensated by their own 
companies and try to get this organisation off to a good start.

Now there are other features, other costs such as registration 
of the stock certificates and things of that nature, some of which 
we have already in this shell corporation and there will probably 
be some additional expenses, minor ones, I think. Mr. Chairman, 
I suggest we should call on Mr. Armor Hank to give us some idea 
of what those figures will be Anyway, they will be minor and we 
think that they should be paid by Allnations Inc. under the new 
set-up.

Mr. Chairman, it occurs to me that maybe you or some other 
member of the Executive—I could, but I do not want to talk too 
much—might say a little bit more than Mr. Back on the matter of 
the authority and responsibility of the Directors. As you men
tioned, Mr. Rittner, according to the paper this is restricted but 
the Articles of Incorporation are much broader than that.

(Suggestion that Mr. Doss explain it himself.)

Well, I will try. As you know, we have stated up to now and 
it has been fully explained in the paper, that it is the understanding 
at this time that the only function of this Allnations Corporation 
will be to administer and to operate in the area of the Loan Gua
ranty Fund Program. And as Mr. Back said, it was felt advisable 
—and the lawyers can speak for this better than I can—to maintain 
a broad charter or Articles of Incorporation, because as you say 
(and excuse me for repeating, Mr. Back) there might be some cases 
where money has been lent out and the borrowing company did not 
survive and you would need to take over some of the assets, or 
something of that kind. And Allnations might need not only to 
take that over but also participate in the management function 
to help get its borrower back on his feet. Well, then you would 
want a Charter or Articles of Incorporation broad enough to permit 
Allnations to do that to protect our money and our investments 
in this case. But I am confident that if the Board ever felt that 
we ought to expand and enlarge the Allnations program beyond 
what we have set out to do here in a Guaranty Loan Fund Program, 
it would consult with you either by mail or in conference before 
proceeding. So 1 think you are safe from that point of view.

Before I sit down, Mr. Chairman, may I just take this oppor
tunity to mention the question of deterioration of the money. You 
mean by that, I suppose, a loss in purchasing power or inflation, as
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you referred to Mr. Back. Of course, this is pretty difficult for 
any governmental agency or anybody else to guard against. That 
is one reason why we in Nationwide like having a mutual fund 
program along with other measures which help protect against 
inflation. Maybe these countries need to look into this opportunity.

I think that Mr. Armor Hank should speak a little more 
about the monies that will be involved here in the organisation of 
A llnations.

C h a ir m a n : I suggest, Mr. Hank, that you not only deal with these
aspects but that you also run through these Resolutions before I put 
them to the vote.

Mr. H a n k : A s you have heard, my name is Armor Hank, and I am
an attorney for Nationwide Insurance Company. But to-day I 
appear as an attorney who has worked very closely with the Devel
opment Bureau in formulating the documents you have before you, 
and I have also been commissioned by the Executive to draw the 
Resolutions which you have before you. Now, some of these ques
tions which have been asked are actually legal questions so, to the 
very practical explanations which have been given by Mr. Back 
and Mr. Doss, I will attempt to add very briefly the legal explan
ations.

First of all, let us examine the operational funds of this cor
poration, and undoubtedly there will be some. There will be an 
organization, there will be a filing of amended Articles of Incorpo
ration, there will be registration of additional stock which the 
Corporation is now qualified to issue. The cost of this, as I have 
computed very quickly, will be somewhere in the neighbourhood 
of $280. These are nominal charges, so you need not be too con
cerned, for these monies will come from the money received from 
the purchase of the shares of the Corporation. Different from Euro
pean corporations, a part of the money which is used to purchase 
the shares will be put in what we call the Capital Account. Another 
part of that money will be put in what we call the Paid-in Surplus 
Account. When we pay expenses for which we have not earned 
income, we will have money arising from the purchasers’ shares 
in the Surplus Account from which to make the payment. The 
payments, as I have said, should be very small at the inception 
of the Corporation.

There has been, I believe, a little confusion created on the 
currency problem. We do have an inflation problem, but we feel
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here that this Corporation is unique in that it may have overcome 
that inflation problem by the manner in which it makes a loan. 
The loan is not guaranteed in dollars or pounds. The loan is guar
anteed in the currency of the country where the new insurance com
pany is actually established. If the cost of that currency goes up 
or down, our guarantee, as Mr. Back has said, will fluctuate in 
accordance with the fluctuation of the currency of the country. This, 
we think, is a unique advantage and perhaps it happened acci
dentally, but it gives us a Corporation which has a built-in hedge 
against inflation.

I would like to say one word too about the powers of the Cor
poration, Mr. Chairman, if I have time. European civil law is 
different from American common law in one particular respect so 
far as business corporations are concerned. If in Europe—and 
probably many of the other countries here represented which pattern 
their law after the European form of the civil law—you would set 
down the powers of the corporation it would be in a very brief 
statement, according to a certain statute, and that is all that there 
would be to it. In the United States, however, we prepare a long 
statement in which we set forth all of the powers that this corpo
ration will have, and it is good craftmanship on the part of a lawyer 
if he gives the corporation all powers which it could ever conceiv
ably need, so that he will never have it attacked for doing something 
that is beyond its powers or what we refer to as being ultra vires. 
The fact then that we may refer to this corporation as having the 
power to buy or sell oil-wells or whatever else, is not significant 
in connexion with what this corporation is actually designed to do.

Mr. Chairman, I think those are the legal aspects out of which 
questions have arisen so far. If there are any others I would be 
glad to try and answer them.

C h a ir m a n : Y ou  have heard Mr. Hank’s explanadons. Are there 
any more questions you would like to put to him? If not, I think, 
Mr. Hank, you might just follow up by explaining the purposes of 
these Resolutions.

Mr. H a n k ; The first Resolution to which I refer will be the short
est resolution that you have—the Resolution authorizing the adop
tion of a proposal submitted and approved by the Executive to 
organize Allnations, Inc., for the purpose of promoting co-operative 
insurance throughout the world. The plan has been submitted—you
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have copies of that plan—it has here been explained and we hope 
you understand it although we know there are a number of details 
you could not possibly understand at this short sitting. But I think 
the Development Bureau and the Executive have thought them out.

The Executive is asking that you give them the authority (I) 
to put this plan into effect and (2) because the laws and operating 
conditions are always undergoing changes, they have asked also in 
the second paragraph of that Resolution to be granted the power 
directly to make any technical or legal changes necessary to better 
bring it into existence this kind of a corporation.

The second Resolution deals with the transfer of the Loan 
Guaranty Fund to the Allnations Corporation. Since Allnations is 
the corporation which should actually make the preliminary investi
gations and in fact guarantee to the First National City Bank of 
New York the loans which are made by the local bank in the 
developing country, it must be a legal entity: this is one of 
the reasons for the creations of Allnations. And the Loan Guar
anty Fund is to be used for the same purpose. It is therefore only 
logical that the Loan Guaranty Fund be a part of the assets of 
Allnations. This Resolution merely transfers the Loan Guaranty 
Fund that is now being held by a trustee, to the Corporation A ll
nations, Inc. It reads:

“Whereas at the last Plenary Session of the Insurance Com
mittee of the International Co-operative Alliance held in Bourne
mouth, England, in October 1963, a Resolution was adopted creating 
a Loan Guaranty Fund for the purpose of establishing a basis for 
the guaranteeing of loans to co-operatively oriented institutions in 
developing countries, the proceeds of which were to be used for the 
establishment and promotion of co-operative forms of insurance in 
those countries, and

Whereas the said Loan Guaranty Fund was established pursuant 
to provisions of said Resolution and the assets are now on deposit 
in the Banque de la Societe Generale de Belgique, and the Coop- 
Depots, Brussels, Belgium, and

Whereas the Executive, pursuant to a Resolution adopted by 
the Insurance Committee at the said Bournemouth meeting, has 
recommended the organization of Allnations, Inc., a corporation one 
of the purposes of which is to carry out the function orginally con
templated for the Loan Guaranty Fund, and
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Whereas the Insurance Committee has in the meeting now in 
session adopted the Resolution recommended by the Executive for 
the organization and operation of Allnations, Inc., and

Whereas it is desirable that all funds to be used for the pro
motion of co-operative forms of insurance be administered by a 
single body under the corporate structure of Allnations, Inc.

"Now therefore be it resolved that the trustee of the Loan 
Guaranty Fund be—and he hereby is—authorized and directed upon 
receipt of certification from the Secretary of Allnations, Inc., of 
the organization of said corporation pursuant to the plan adopted 
at this meeting, and the election of the Board of Directors of same 
to cause to be paid over or transferred to the Treasurer of said 
corporation in accordance with the instructions of the said Treasurer 
at the time of transfer the entire assets of the said Loan Guaranty 
Fund and to render an accounting to Allnations, Inc., for all receipts 
and disbursements from the said trust account; and

"Resolve further that contributions to the Loan Guaranty Fund 
shall continue to be made according to the assessment formula here
tofore adopted by the members of the Insurance Committee and 
checks and drafts for such contributions shall be made payable to 
Allnations Inc., and be in such currency and mailed to such address 
as the Treasurer of said corporation may from time to time direct.”

This will be adopted, Mr. Chairman, subsequent to the adoption 
of the first Resolution.

C h a ir m a n : I would just like to say that unfortunately we did not
have time to translate these Resolutions, but if they are read to you 
by Mr. Hank they will be translated—so I think if you read this 
Resolution all our friends will know what it is that they are passing.

Mr. H a n k : The first Resolution is very short—I am sure you will
be grateful.

“Resolved, that the plan submitted to this Committee for the 
organization, and operation of Allnations, Inc., as an international 
co-operative insurance development and management company be, 
and the same is, hereby approved and adopted, and
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"Resolved further, that the Executive be, and it hereby is, 
authorized and directed to proceed with the carrying out of the said 
plan and is hereby authorized to make such technical or legal 
changes in the plan (and accompanying documents here presented) 
as may be necessary or advisable to facilitate the organization and 
operation of Allnations, Inc., for its intended purpose.”

C h a ir m a n : We now have to ask you to vote on these Resolutions.
The principle of voting under our rules is “one vote, one society”, 
so that, if you have more than one representative, only one is allowed 
to vote. I propose that our Secretary should call each society by 
name and that one representative from each society should signify 
whether they support the Resolution or not.

Mr. H. L em a ir e  {calls each society and receives their replies): 
Unanimous—thank you.

C h a ir m a n ; We are obviously very gratified, both on the Executive 
and the Development Bureau that you have accepted this plan, and
I can assure that we as an Executive and through the Development 
Bureau shall do our utmost to make it work and be what it is 
meant to be, a development organization.

Mr. Hank has explained to you that you have to pass another 
Resolution transferring the Loan Guaranty Fund to Allnations, and 
it seems to me that if you approve the setting up of Allnations you 
cannot do otherwise but approve the transfer of the Loan Gua
ranty Fund to Allnations. It still remains your money since you 
own Allnations. So I cannot see that from the legal point of view 
we need to do anything more than put it to you. I thus put it to 
you: do you formally approve of these Resolutions?

{Discussion as to how to approve in the easiest way possible. 
Mr. Doss suggests a motion to be proposed and seconded.)

C h a ir m a n : Will somebody propose? Well, it has been proposed
by Mr. Vanderbeek and seconded by Mr. Nussbaum and supported 
by Mr. Raymond Lemaire that we adopt this Resolution regarding 
the Loan Guaranty Fund. {Further discussion.) Well, will you 
show by hand that you do approve this Resolution?—All in favour. 
It is carried. Thank you very much.

This will conclude this morning’s proceedings, but before we 
adjourn for lunch I would like to take this opportunity for thank
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ing Mr. Hank in particular for all the legal work he has done for 
the Development Bureau and for the Executive in preparing these 
documents, checking them, and preparing these Resolutions which 
you have had before you this morning. Also, as I have already 
indicated, a lot of work has been done in the preparation of these 
documents. And since they have been prepared in English they 
had to be translated. And we thank Mr. Maurer and Mr. Lemaire 
and his staff for the translation which has been done. I apologize 
that there was not time to get the Resolutions translated for you 
this morning, but I hope that although they have been submitted 
only in English they are quite satisfactory to you.

With that, I will adjourn for lunch. We will meet again at
2 o’clock.

The meeting was adjourned for lunch at 12.30. The session 
was resumed at 2 p.m.

5 . Development Bureau Report

C h a ir m a n : This afternoon we propose to deal with the next two
items on the agenda, that is the Development Bureau Report which 
will be introduced by Mr. Klas Back and the Reinsurance Report 
which will be introduced by Mr. Raymond Lemaire.

These are both very important reports which really outline 
the basic work which is being done by your Insurance Committee, 
and they well merit your attention. I am sure that both Mr. Back 
and Mr. Lemaire will be prepared to give you all the information 
you may seek which may not already be contained in their reports.

Can I first ask Mr. Klas Back to introduce the Report of the 
Development Bureau.

Mr. B a c k : Mr. Chairman, you have already got the report about
the activities of the I.D.B. I only want to make some comments on 
the written report. Those of you who were present at the confer
ence in Bournemouth in 1963, and listened to the presentation of 
the report from the Research Committee, have probably expected 
much more from the work of the Bureau, especially in the field 
concerning newly-developing countries. This, however, is a very 
diflScult field, and you should not expect quick results. I think I 
can say this new Sub-committee is another evidence of the fact which 
has so often been recognised, that the Insurance Committee pro
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bably is the most active Committee of all auxiliary committees in 
the Alliance. The Bureau has held four meetings, and as Chair
man of it I am very grateful to the member companies for their 
willingness to allow top executives to participate in the Bureau’s 
activities and to attend its meetings at the company’s own expense.

A brochure has been published and, as you can see from the 
report, distributed in 11 000 copies. As you know, the aim of 
the brochure is to promote the idea of co-operative insurance among 
co-operators and other groups. Readers of the brochure should 
be stimulated to get in touch with the Bureau for further informa
tion. There are still 19 000 copies left, and I will ask the member 
companies to assist in distributing the rest of the brochures before 
the information given in the brochure is getting too old. When the 
brochure is no longer up-to-date we plan to print a new issue. You 
also know that we have produced a questionnaire on the need and 
the possibilities of co-operative insurance in the various countries, 
as well as informative material on cattle insurance, group insurance 
and parliamentary structure of co-operative insurance societies.

The member companies can, of course, use this material when 
they have visitors from other countries. Early this year a book 
called “Co-operative insurance” was produced. The book is sup
posed to be used as background material for lectures at courses on 
co-operatives insurance. The book is under translation into French 
and Spanish, and will be distributed to the appropriate member 
countries and prospective teachers at the end of this year, I hope, 
or at the beginning of next year. In the report, a seminar at the 
Afro-Asian Institute in Tel-Aviv is mentioned. We were happy in 
the I.D.B. for having the opportunity to arrange that seminar and 
we are very grateful to the Hassneh for their co-operation in this 
matter. Since we had to have meetings both within our Bureau 
and with the Reinsurance Bureau it was easy to combine our meet
ings with lectures at the seminar.

There is possibly only one institute of that kind in the world, 
but there are many co-operative and trade union schools where such 
seminars can be arranged, at a limited cost both for the participants 
and the lecturers. This will give us very good opportunities to pre
sent the idea of co-operative insurance to countries where so far 
no co-operative insurance society exists.

Talking about courses and seminars, I should not forget saying 
a few words about the course “Meet the C.I.S. of Manchester” . 
The 19 participants from 12 member companies who attended the 
courses know how extremely well organized it was and how grateful
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we ought to be to C.I.S. for their willingness to act as the host 
company. The experience of the course has encouraged us in the 
Bureau to go on. We appreciate knowing that there are good 
possibilities that a course arranged by member companies from 
German-speaking countries might take place in the next two years.

Since the report was written, a course on the “Ways and means 
of lowering the costs for repairing damaged cars” has been held 
in Sweden. A report on the course has been published in Nr. 3 
of the Bulletin. The only comment I want to make is that such 
a course seems to be a good example of the way in which we can 
share experiences with each other, and in the long run increase our 
possibilities to reach our purpose of offering insurance coverage at 
the lowest possible price. In the report we have mentioned some 
countries where the prospects for new co-operative insurance socie
ties seem to be fairly good. I think we can be rather optimistic 
about the prospects in Greece and in the Philippines, but you and we 
in the Bureau must not grow impatient. It takes time to start new 
co-operative insurance societies, and we in the Bureau are of the 
opinion that we have no right to try and push the Co-operators in 
a given country to go on faster than they want themselves. The 
Co-operators in the country concerned have the best possibilities to 
examine the situation and to decide when it is time to start. We 
must also remember that an effort to start a co-operative insurance 
society must never fail. We must be sure of a successful start. 
We in the already very well established co-operative insurance 
societies can assist the Co-operators in other countries by offering 
them training facilities, educational material and so on. To do 
this is our responsibility if anybody requests our assistance. But 
the responsibility for a new established co-operative insurance 
society is in the hands of the Co-operators in the country concerned. 
We may not forget this when we impatiently expect results from our 
activities in newly-developing countries.

During the last year we have issued a Newsletter which we call 
a Bulletin. This is part of our activities towards promoting the 
exchange of ideas. We know that such newsletters very often fail 
because members seldom feel that it is their responsibility to furnish 
the Editor with material for publication. However, we have got 
some very useful material from some member companies and it is 
our hope that all companies should find it worth while to send 
information to the Editor on their activities, which could be of 
interest to other members.

I would like to underline that the Bulletin is a very good instru
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ment for giving useful information to each other within the 
co-operative insurance movement. I would even go so far as saying 
that it is highly necessary to-day to exchange such information 
when the hardening competition forces many of the private com
panies to amalgamate. And we in the co-operative movement need 
to be effective and strong in order to be able to compete with them. 
At least we have one advantage over them: They lack our idealistic 
base for co-operation. It should therefore be natural for the 
co-operative companies to inform and help each other.

The Executive has already proposed that the Insurance Devel
opment Bureau be reappointed for another 3 years period. There 
will possibly be some changes among the members of the Bureau. 
Anyhow, I hope that the Executive allow us in the Bureau to regard 
their decision of reappointment as an evidence of their appreciation 
of the work which has been done by the Bureau during the last
3 years.

And finally I want to thank the Executive as well as the mem
bers of the Reinsurance Bureau. Without their trustful co-operation 
it had not been possible to fulfil our duties in the Bureau. I would 
also like to express I.D.B.’s deep gratitude to those who have taken 
care of the legal matters and especially, to Mr. Armor Hank, and 
to Nationwide which has footed the bill.

Just before this report I received a letter from a member of 
the Bureau, Mr. Vanderbeek, U.S.A., telling us about an enquiry in 
South America. There has been a survey made by a Dr. Juan 
Aponte about the situation in that country, and the report is rather 
optimistic. Maybe Mr. Vanderbeek will want to say a few words 
about it. He knows a lot more about it than I do. We are going 
to watch this problem very carefully and follow it and also give 
assistance as soon as a need arises. Thank you.

C h a i r m a n ;  Well, you have heard Mr. Back’s summary of the report 
which was circulated to you. As I said, we feel that this is an 
important subject and we hope that perhaps some of you will have 
some suggestions or contributions to make.

I am sure someone would like to say something about this 
report.

Mr. V a n d e r b e e k ; Mr. Klas Back suggested that 1 make comments 
on some recent developments in Latin America.

In Latin America, as in other areas of the world, there is a real 
need for co-operative low-cost insurance programs. In 1964, to help
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develop these programs, the United States Agency for International 
Development made a grant to the Co-operative League of the U.S.A. 
For the past two years an insurance technician, William Hyde, has 
been in Lima, Peru, working on this project. The project has also 
utilized the consultive help of people like Dr. Juan B. Aponte, the 
Consulting Actuary for the Co-operative Insurance Company of 
Puerto Rico; Allen Mayerson, a professor of insurance and one of 
the world’s leading actuaries; Lloyd Matheson, General Manager, 
Co-operative Insurance Services of Canada; Dr. Robert Rennie, 
Vice President, Nationwide', and Robert H. Rowe and myself from 
League Life Insurance Company.

In Peru, like in many countries, the existing insurance companies 
charged high premiums and had very little interest in providing low- 
cost insurance for low and middle income people. Last year, when 
faced with the threat of competition from a proposed co-operative 
insurer, the Peruvian private insurance companies agreed to reduce 
their rates on certain coverages. One result—the cost of life insur
ance for borrowers from the Housing Bank has been reduced an 
estimated $200 000 per year.

The co-operative officials in Peru have now approved the estab
lishment of a co-operative insurer. Initially this insurer will under
write insurance for the borrowers and savers in credit unions— 
co-operative non-profit thrift and credit societies. This insurance 
will be written on a group basis, will be very simple to administer, 
and involve very little underwriting risk. If feasible, later on 
the company will underwrite other types of insurance. On 
August 6, 1966, an organization meeting was held. Insurance 
contracts and administrative forms have been drafted, and the 
credit union people are already collecting the capital.

Dr. Aponte has just returned from a five-week trip to Peru, 
Ecuador, and Colombia; and he reports that in Ecuador similar 
progress in being made; and in Colombia there is considerable 
interest in the development of a co-operative insurer.

In Bolivia the Credit Union Federation have agreed to set up 
their own insurance company. In addition to the help they are 
receiving from the Co-operative League project, they have requested 
a small loan from Co-operative Insurance Services of Canada and 
League Life.

The co-operative people in each of these countries are enthu
siastic about the proposed programs. However, it is quite obvious 
that they will need continuing technical assistance as well as some 
financial help.
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We will be reporting on these programs to the Insurance Devel
opment Bureau.

C h a i r m a n ;  Nobody has any questions on the work of the Insur
ance Development Bureau? Well, once again I can only assume 
that you are satisfied with the work which the I.D.B. is doing. As 
Mr. Back pointed out these things take time. You must not expect 
any spectacular results, but then no sound insurance company was 
built in a hurry, and I think we should take that as our guiding 
light. I would, on your behalf, express the appreciation of this 
Executive and of the whole conference to the work which Mr. Back 
and his Committee have done.

6. Reinsurance Bureau Report

C h a i r m a n :  I now ask Mr. Raymond Lemaire, who is Chairman
of the Reinsurance Bureau. He followed Mr. Nuttall who retired 
two or three months ago from the chairmanship; Mr. Raymond 
Lemaire of course has had a long experience in the work of the 
Reinsurance Bureau, so he is well able to explain to you the pro
blems which arise. And I think this is work which is obviously 
well worth while and at the moment the most practical job which 
we do.

Mr. Raymond L e m a i r e ;  Mr. Chairman, before commenting on 
the written report which was circulated, 1 would like, with your 
permission, to pay a well-earned tribute to the man who has been 
since the inception of the Bureau the Chairman and Secretary of our 
Sub-committee, Mr. John Nuttall.

It is for me a real privilege to express publicly my admiration 
for the remarkable services he has rendered to the I.C.R.B. as well 
as to co-operative insurance at large. Having been associated 
with him since the creation of the International Co-operative 
Reinsurance Bureau, 1 have been the daily witness of his ability 
and of his skill. He combined with his professional experience a 
smiling authority and a sense of humour which has certainly been 
an extraordinary asset to the I.C.R.B.

Since the last conference which was held in Bournemouth in 
1963, various modifications were brought to the number of reinsur
ance treaties handled by the Reinsurance Bureau and consequently 
as well to the volume of premiums related to them. The tables 1
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and 2 (exhibits 8 and 9) which have been distributed will show you 
the evolution of the number of treaties year by year. I may say 
as a conclusion to those two tables that at the end of March 1966, 
the I.C.R.B. had handled 500 treaties representing an amount of 
£3 772 000, or over ten and a half million US dollars, involving the 
participation of 34 companies belonging to 21 countries. Compared 
with last year, the increase in premiums amounts to £158 000, being 
4.4%.

I should like to comment very shortly on those figures. It has 
to be noted that during this period a certain number of existing 
treaties were revised or cancelled, involving a reduction of the pre
miums passed through the Reinsurance Bureau. Those alterations 
in the number of treaties and related premiums affected the premium 
income by an amount of £86 000.

The question which should normally arise is; why those 
cancellations, why those revisions? They can be traced to two 
possible reasons. The first one is the fact that in certain countries 
new legislation limited the possible cessions to foreign reinsurers. 
1 shall comment on this point later on, when considering the future 
of the Reinsurance Bureau.

The second reason lies in the fact that certain companies 
increased their own retention and consequently decreased the amount 
of ceded premiums, or turned their classical quota-share or surplus 
treaties into excess of loss treaties.

Fortunately, new treaties and the natural expansion of the 
premium income ceded under the existing arrangements have more 
than offset the losses due to cancellation or reduction because, as 
I told you before, the net increase has been of £158 000. Consider
ing the assistance given to certain member companies, 1 am pleased 
to state that two societies received a practical assistance from the 
Reinsurance Bureau either under the form of preferential reinsur
ance terms for a limited period, or by way of advice or recommend
ation concerning their underwriting policy. And I should add that 
in the latter case this was done only after careful analysis of the 
composition of the portfolio of the company concerned and of its 
claims experience.

1 would now like to mention very shortly the relations we have 
had with various authorities of Africa, Asia and South America 
concerning the future development of co-operative insurance or 
reinsurance in those parts of the world.

Africa first: in full agreement with the Insurance Development 
Bureau, we kept in touch with the authorities of Nigeria and Uganda
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concerning the possibility of establishing an insurance company in 
those countries.

Our friend Robert E. Vanderbeek went to Nigeria lately and 
he might be able to give further details about the situation in that 
country. Some members of this assembly, amongst which my 
friends Don Johnson and Knut Lindberg, have visited Nigeria and 
Uganda with me some time ago, and they are well aware of the 
fact that however ardent the desire of some co-operative authorities 
in those countries, the political situation there makes the establish
ment of a society more difficult than we expected. 1 am glad to say 
that l.L.O. have decided to send an actuary to Nigeria in order to 
make a survey on the spot and to study the possibility of establishing 
an insurance company in that country.

I now come to Asia, and I should like to refer particularly to 
three countries. The first one is India. In this country, a commis
sion has been appointed by the Indian government in order to study 
the possible reorganization of co-operative insurance. The conclu
sion of the report of this commission if put into practice could 
modify the present structure of the existing co-operative insurance 
societies in India. The Bureau is following with the greatest 
attention the developments in that country, and has been requested 
by the regional office of the I.C.A. through the channel of I.C.A. 
headquarters to consider a visit to India in order to consult with 
the managers of the existing co-operative insurance companies, 
with the purpose of studying the measures which could be taken.

Now, the Phihppines: The Insurance Development Bureau and 
the I.C.R.B. have contacted various persons who wish to promote 
the establishment of a co-operative insurance society in the Philip
pines, and they strongly advised the various promoters of insurance 
companies in the Philippines to meet and join their efforts in order 
to establish a single national organization rather than various small 
local organizations. From the last conversation we had with the 
promoters it seems that this advice has been followed. Close con
tacts are being maintained and, although we are not sure that this 
Philippine project can be realized in the immediate future, never
theless we dare express the hope that it might be achieved in a not 
too remote future.

Finally, Japan. I am glad to say that as a result of a former 
visit and a long exchange of mail, a first reinsurance operation 
with Japan has been initiated this year by the Reinsurance Bureau. 
Let us come now to South America; Contacts have been maintained 
with representatives from Argentina, Costa Rica, Venezuela, Uruguay
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and British Guinea. Mr. Vanderbeek referred in iiis last speech 
to the potentialities of those countries. There is no doubt that 
among the co-operators in those various countries there is a sincere 
desire either to establish a co-operative organization where they 
have none, or to expand the activities of the existing co-operative 
insurance societies.

But we must be aware of the fact that the economic conditions 
in some of those countries are so precarious that we must react very 
carefully upon their desire to expand internationally.

So much concerning the Bureau’s activities in the past. You 
know how we stand, and I should like now to present the views of 
the Reinsurance Sub-committee as to the future of the Reinsurance 
Bureau or, more exactly, as to the future of the reinsurance 
exchanges between co-operative insurance societies, for such is in 
fact our main goal.

The Reinsurance Bureau, indeed, is not a goal in itself. It is 
only a means to promote the exchange of reinsurance treaties 
between co-operative organizations all over the world.

Its success entails that less premiums will go to the non-co
operative sector. It entails also a permanent reinforcement of the 
co-operative assets in the world.

I think a good approach to this kind of work should be based 
on facts. Let me point out a few ones.

I would first like to consider the problem in the industrialized 
countries. I am referring now to table 3 (exhibit 10) which has 
been circulated.

If you consider the figures on this table which is showing the 
distribution of treaties among the various types of insurance, you 
will notice that fire insurance is taking the largest part. It covers 
practically 50% of the number of treaties and 61% of the premium 
income passed through the Reinsurance Bureau.

Yet, we all know by experience—and I dare say, sometimes 
a not too pleasant experience—that fire insurance does not represent 
the largest part of the non-life business.

It is a fact that some member companies cede a large part of 
fire insurance to the Bureau and still ignore totally or partially the 
Bureau as concerns other kinds of non-life business. Why?— 
Maybe because ceding companies in accident and motor insurance 
prefer excess of loss treaties which are being dealt with by profes
sional reinsurers.

This brings me to my first conclusion: has the time not come 
for the members of the I.C.A. to consider the feasibility of passing
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their accident, motor and miscellaneous treaties—and why not their 
life treaties?—partially through the Reinsurance Bureau?

This could very well be done under the form of co-reinsurance 
with leading professional reinsurers.

And further, if the members—or, at least, some members—of 
the Insurance Committee are ready to accept a participation in 
such treaties, up to which amount?

Coming now to another point and still considering the indus
trialized countries: when analysing the loss and profit accounts of 
the various member companies of our Committee we notice that 
the proportion of reinsurance ceded to the Bureau members varies 
considerably with each Company.

As a second conclusion, I wonder whether it would be unreason
able to ask each member of the Insurance Committee to review their 
present treaties with non-co-operative reinsurers, with a view to 
reducing their volume in order to place a larger part through the 
Bureau which would then distribute it among the members of 
the Insurance Committee, with, of course, a desire to find in a 
reasonable span of time a fair reciprocity.

I should like now to refer to table 5 (exhibit 12).
If we compare the relationship between the distribution of 

population over the world and the repartition of the world income, 
we immediately discover that a certain number of countries or groups 
of countries have a share of the world income much larger than their 
proportionate share of the world population.

And a further analysis or observation of the volume of pre
miums of those countries or groups of countries shows that their 
share in the world premium income is more sharply influenced 
by their income than by the volume of their population.

Taking as an example Western Europe, we have 22% of the 
world premium income against 8% of the world population.

Furthermore, the number of co-operators is also proportionally 
larger in the above mentioned countries, with the exception of Asia. 
Here again we see that in Western Europe with a population of 8% 
of the world population we have 20% of the I.C.A. membership.

It appears from those figures that the industrialized countries 
of Europe and North America still represent the best prospect for 
increasing the reinsurance exchanges between co-operative insur
ance companies.

But, taking into account the population of Asia and in some 
way counterbalancing their economic weakness by the considerable 
membership of co-operators, we may consider that this continent
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remains for the future a serious potential prospect, provided restric
tive laws do not impair the expansion of co-operation in those 
countries.

In connection with the figures of table 5, we dare say that coun
tries of Eastern Europe, on the other hand, also represent an impor
tant share of the I.C.A. membership. When I mention Eastern 
Europe I refer to countries behind the Iron Curtain with the excep
tion of U.S.S.R. Their combined population amounts to 3.8% of 
the world population, and their I.C.A. membership to 10%.

These countries have State insurance organizations on a mono
polistic basis. But they transact reinsurance with foreign countries.

Certain members of our Committee have reinsurance con
nections and arrangements with some of those State organizations. 
The Bureau could possibly, if this is your wish, negotiate an increase 
of exchanges with the State organizations of those countries.

I should also like to mention another problem which has arisen 
only recently. Some members are being faced with the difficult 
problem of placing on a facultative basis shares of their very impor
tant risks which cannot be absorbed by their obligatory treaties. 
Here again, we should know which are the members who feel 
ready to accept part of those risks beside their eventual shares in 
the obligatory treaties.

I now come to the developing countries. One might think that 
the establishment of new societies in developing countries sets up 
a potential of new treaties with as a natural consequence an increase 
in the volume of premiums to be handled by the Reinsurance 
Bureau. Unfortunately, this is only partly true. I should like to 
add that the financial results of newly established societies are 
rather precarious, especially in those countries where the lack of 
reliable statistics puts a heavy load of the reinsurers’ shoulders. 
But, beside those facts, a legislative trend in developing countries 
might handicap the expansion of co-operative relationship with the 
companies operating in those countries. For obvious reasons among 
which we can point out a desire to stop the leakage of foreign 
e.xchange reserves which is supposed to result from operations with 
foreign companies and, on the other hand, a pressure from local 
companies, a number of developing countries have adopted a very 
restrictive policy devised to preclude the activities of foreign insur
ance companies on their own territories.

I am not going to impose on you a long enumeration of exam
ples. However, I should like to state a few ones:

Burma, where all existing insurance companies have been
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nationalized into one State organization called the Union Insurance 
Board of Burma, dealing with all kinds of insurance in this country.

Uruguay, where we notice the existence of a kind of State insur
ance monopoly—Banco de Seguros del Estado—grouping at present 
70 % of the country’s fire business and almost all other business.

Costa Rica, where a State insurance monopoly called “ Instituto 
Nacional de Seguros” set up in 1925, exercizes a real monopoly on 
all classes of business.

Ceylon, where we had in a not too remote past founded a com
pany which the British C.I.S. helped very elfectively start and 
become successful. Once the company was well on its way, it 
became nationalized.

India, where the hfe assurance has been nationalized and is 
strictly confined to the Life Insurance Corporation.

Furthermore, beside those State organizations, we also notice a 
discrimination between national societies and foreign enterprises 
from the point of view of taxation.

Such measures were often taken on incitements from local 
insurance companies in view of straightening their own posidon.

I am not going to review in detail the measures taken by those 
countries, but I should like to mention Chile and Brazil.

In reinsurance matters, it is the same with Argentina and Chile. 
If we consider some other parts of the world, say Pakistan, Turkey, 
Tunisia, India, we see that they all have legislation which makes it 
compulsory to reinsure, in a measure which varies from one country 
to another, with a State-owned or a State-sponsored organization.

Well, there is no doubt that this trend towards nationalistic 
measures and towards a permanent increase of the portion remain
ing compulsorily in the country itself throws out of balance the 
transactions of foreign reinsurers who will only be allowed to take 
part in the insurance of accumulated risks with a reduced possi
bility of participating in better balanced risks.

I should not give a complete picture of the situation if I did not 
mention another danger affecting the reinsurance operations with 
some countries, I mean the unsteadiness of the currencies of those 
countries.

I now refer to table 4 (exhibit 11). From that table you will 
be able to follow the statistical observation of the purchasing power 
of a certain number of currencies within a 20 years period. These 
statistics were elaborated from figures produced by the International 
Monetary Fund and from the yearly statistics of the United Nations.
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As you can see, they show a permanent state of inflation in 
some countries and a regular devaluation of their currencies. It is 
obvious that such a situation deeply afl'ects treaties based on a long
term policy, which is the natural basis for reinsurance operations.

When reviewing the facts which are to influence the future 
policy of the Reinsurance Bureau and possibly affect its development, 
if I mentioned the unfavorable factors I did not intend to appear 
pessimistic. For I dare say with great satisfaction that, in spite 
of those unfavorable factors, there are two strong reasons to believe 
in the successful future of the Reinsurance Bureau; the relentless 
development of co-operative insurance throughout the world and 
the increasing fidelity of all responsible executives of our member 
societies to their international co-operative organization, the Inter
national Co-operative Reinsurance Bureau.

C h a i r m a n :  Well, you have had a very fine exposition of the work
of the Reinsurance Bureau which, I am sure, although some of you 
may have found some parts somewhat technical, cannot have been 
otherwise than most interesting and helpful.

Probably the most important part of Mr. Lemaire’s speech was 
his prospecting for the future and I, like him, feel that there are 
excellent prospects. But I would emphasize—and I know this is 
something that Mr. Nuttall, my deputy and the previous Chairman 
of this Bureau, was always emphasizing—that we do look to the 
established companies to give full support to the work of the Bureau 
because technically it is much more easy for Mr. Lemaire and his 
colleagues to assist the developing companies.

I hope that some of you have some comments to make on this 
report. Some of you here are technical insurance men and you may 
have something which you can say which would support what 
Mr. Lemaire has already said. The matter is now open for dis
cussion.

Mr. J a n n a i :  I have had a previous chance to express my views
on the work of the Reinsurance Bureau during a discussion in the 
presence of a very distinguished member of the Reinsurance Bureau 
at the Afro-Asian Institute in Tel-Aviv. I think that the Reinsur
ance Bureau in its present organization is not and will not be able 
to give the necessary assistance not only to new companies in 
developing countries, but even to more developed countries, as 
for instance Israel. The problems of reinsurance presently in the 
world are so difficult and so complicated that every insurance com
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pany and every insurance manager needs technical advice, profes
sional advice, not once a year when renewing his treaties but every 
month of the year. And there are always new possibilities, other 
facilities are disappearing, and from my own experience I know 
how little assistance a company is able to receive from other com
panies when there has to be an intermediate in these connections. 
In the present world the professional reinsurers are not only people 
accepting business, sometimes without hope of a profit, but they 
are the guide of the direct insurer. We do not only get from them 
reinsurance facilities, we receive guidance on new policies and on 
new possibilities, on expanding our business. And we need the 
personal contact all the time. Well, I am not travelling a lot but 
I have met a lot of people coming to Tel-Aviv. And whenever 
I have a guest from the big world—we are a small country—when
ever I have finished my business 1 am asking him “Well, is there 
something new, are there some new ideas, can you help us, what can 
we do, what can be done which has not been done now? ”

I do not know whether our connections with the Reinsurance 
Bureau are proportionally less important than those of other 
companies, but anyway it is very small business and not because 
we do not wish for more. We offered our business, but direct 
insurance business has to be properly handled and it needs not only 
the professional knowledge but the time all the year round of an 
organization which can handle this business. And with all my 
appreciation to the gentlemen who have been active on the Reinsur
ance Bureau, none of them is free from other jobs, from other busi
ness and all of them do this business with great devotion in addition 
to other work which probably should need more time than they 
can spare.

I think the only solution to really develop the reinsurance side 
of the insurance corporation in the world is to set up a professional 
reinsurance company.

Well, that is enough on the matter. I want to bring up another 
idea which actually was indicated on the previous report by 
Mr. Back of the Insurance Development Bureau. I think here too 
—and there is some connection with the reinsurance—that we are 
not working in the most simple direction. It is very hard to set up 
an insurance society in a developing country, and from all the 
material which I have read and the lectures I have heard, I found 
out that in most cases after thorough investigation it appears that 
the conditions are not yet ripe to start. I think the correct and best 
way to start work in a developing country, or even a developed
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country which has no co-operative insurance, is to start through 
an agency or an insurance department of the co-operative. In this 
way it is possible first of all to develop the co-operation between 
the different types of co-operatives, to educate agents, to learn 
the business, to make the contacts. And such an agency does not 
need a lot of capital. It can build up the face of the co-operatives 
in its country, and in due course such an agency will be able to 
develop until it could issue policies for another company which 
must not be, but can be, an insurance society. In this way I think 
a lot could be done, and we have some experience in this in our 
country where we have co-operatives, not insurance co-operatives, 
which have set up insurance departments. These insurance depart
ments after several years have officials with very deep professional 
knowledge and they are causing a lot of trouble to us as an insur
ance society. But they certainly are achieving the best which can 
be achieved for the non-co-operatives. And in this way I believe 
that activities should be commenced in a new area. The final 
objective should be that such an insurance agency, after achieving 
the stage of issuing policies, could in due course with sufficient 
capital available, which now after we have set up the Allnations 
Inc. will probably be easier, be formed as an insurance society 
and could benefit from the help and guidance of the International 
Reinsurance Bureau. Thank you.

C h a i r m a n ;  Does anybody wish to develop or add to Mr. Jannai’s 
argument? I think Mr. Lemaire would like to make a few com
ments.

Mr. Raymond L e m a i r e ;  Well, Mr. Chairman, I am very grateful 
to Mr. Jannai for coming to the platform to repeat what he 
already told us not so long ago in Israel, but I am rather surprised 
that he gives the same arguments again, which shows me that I have 
been unable to convince him that something might be wrong in 
his way of considering the problem. I am sure this shows me 
that I answered his question insufficiently at that time

Mr. Jannai tells us how he conceives the assistance to develop
ing coutries. I should like to draw here a very definite line between 
Israel and what we usually call developing countries. It is true 
that Israel geographically is located in Asia, but Israel has nothing 
in common with the Asiatic developing countries. The population 
of Israel cannot be compared with the population of the developing
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countries in Asia; I am quite sure that the delegates of Asia here 
will confirm what I am saying.

The population of Israel, although living in Asia are coming 
mostly from Europe, with a past, with a high-grade education. And 
they are insurance-minded. They have quite another way of living, 
of thinking, and quite another economic development. And the 
kind of risk and the kind of coverage they need is completely dif
ferent. So that the approach of insurance in Israel cannot be com
pared with the approach of this problem in the other States belonging 
to the same continent.

But for that preliminary remark, I am quite willing to accept 
what Mr. Jannai said—that he does not receive monthly advice and 
recommendation on the underwriting policy of his company as to 
the possibililities of expansion of his company, for the very simple 
reason he mentioned himself, that the Reinsurance Bureau is not a 
professional reinsurance company. The Bureau is not endowed with 
a permanent staff which can be spread all over the world to keep a 
permanent contact with ceding companies.

Whenever this conference consider that the moment has arrived 
to build up a professional co-operative reinsurance company, this 
problem can be studied and I think in that case one has to consider 
whether the potential business to be covered by an eventual co-oper
ative reinsurance society could meet the cost of establishing such a 
company. For, after all, a reinsurance company in order to be able 
to balance its accounts must try and spread its risks all over the 
world and have the greatest possible variety of risks. I am afraid 
that a company starting now would have to bear a heavy handicap 
if we consider that some large worldwide organized societies are 
covering the whole world.

And I do not see in the present how a company created right 
now could possibly offer larger facilities than the experienced exist
ing professional reinsurance companies. This is a problem which 
can be studied, I agree. But, if some day this conference or a sub
sequent conference decided to start an international co-operative 
reinsurance company, this would entail an unconditioned fidelity 
towards this organization. Because, if such a company had to live 
only on the amount of premiums ceded at present by the existing 
co-operative companies, I am afraid it would be a failure from the 
start.

Now, Mr. Jannai stated thas as long as there is no possibihty 
of establishing a society in developing countries, one way to cope 
with the problem would be to set up an agency. We completely
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agree with these views, and I dare say that since years as well in 
Africa as in Asia, whenever we realized after a careful study of the 
economic and demographic conditions that the moment had not yet 
arrived to start a company, our advice was to start an agency 
through which local co-operators could channel the coverage of all 
co-operative risks, and that way teach the man in charge of the 
agency some professional skill.

We stand ready to train in our own companies those would-be 
managers.

Such an agency would not only channel all the co-operative 
risks but could at the same time follow the statistical development 
of those risks. That is why I am so glad Mr. Jannai pointed at 
the agency system which is precisely what the International Co-oper
ative Reinsurance Bureau has been trying to achieve for years.

C h a i r m a n ;  I do not know whether there are any other comments. 
It is true to say, and I know this from my own knowledge, that in 
1949 we spent a great deal of time studying the question of estab
lishing an international reinsurance company, and we found that 
this was quite impossible. The costs would far outweigh the volume 
of business available, and it was as a result of this that we developed 
the Reinsurance Bureau which has grown from small beginnings. 
There is no reason, of course, as Mr. Raymond Lemaire says, 
why in the years to come and with an additional loyalty from the 
present societies and the growth of international co-operative reinsur
ance we should not be able to look again at the possibility of estab
lishing a reinsurance company, but it is quite certain that the 
volume of business today would not justify that. I think that 
perhaps it is true to say that the expense incurred in running the 
Bureau at the moment is very low. Your expenses would go up 
very rapidly if you had any other sort of organization. On this 
question of an agency I do not think it out of place to mention that 
such a thing happened in Europe, in fact that your French colleagues 
adopted this method in re-establishing their company after the war, 
and they ran their co-operative business in France on an agency 
basis for many years, thus gaining experience and collecting the 
co-operative business together before they felt they could re-establish 
co-operative insurance in La Sauvegarde in Paris.

I think you will agree that this has been an exceptionally useful 
study this afternoon. I would like to thank on your behalf Mr. Ray
mond Lemaire for his contribution, and his colleagues for the work 
which they do throughout the year. Although they obviously cannot
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physically visit all member societies or even all the new developing 
societies, I can assure you there are very few days when Mr. Ray
mond Lemaire and his colleagues are not in contact by correspond
ence and by telephone with one or another of the members of the 
Reinsurance Bureau. Our present set-up, of course, is that all those 
administering the Bureau are principal officials of various companies. 
Of course this has many advantages because by their association 
with well established companies they have facilities which would 
not be available to representatives of the very small companies, so 
although we have not achieved all that we set out to achieve, I am 
sure we shall achieve a lot more; at least I feel that we are well 
on our way and you may rest assured that our program and our 
target is to have a much bigger Reinsurance Bureau and eventually 
a reinsurance company.

(The meeting was adjourned at 5.30 p.m.)

SESSION OF SEPTEMBER 2nd 1966

The second session of the Conference opened in the Ringturm  
at 9.30 p,m.

Mr. R . Dinnage in the Chair.

C h a i r m a n :  We now proceed with our agenda. The first item this
morning is the paper “Problems of Co-operative Insurance in Devel
oping Countries” which will be introduced by Mr. Kularajah of 
Malaysia. This paper was circulated to you yesterday, so I hope 
you will have had an opportunity of reading it and will be able to 
take some part in the discussion.
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7. Problems of co-operative insurance 
in developing countries

Mr. K u l a r a j a h ; It is indeed an honour to me to have been asked 
to address this Conference on the problems of co-operative insur
ance in developing countries. This is a very wide subject and 
demands considerable time and space for a full discussion. The 
Executive decided that all addresses should not last more than 
15 minutes and therefore I have designed mine to last 15 minutes. 
I am told now that I can have more time. I will deal with the 
major problems that are generally faced by insurance co-operatives 
in developing countries beside the normal problems faced by insur
ance organizations in any country. In a developing country, 
cooperative insurance societies face many other problems, more 
difficult problems too. But it is gratifying that more and more 
interest is shown in various countries, particularly in the developing 
countries, to form co-operative insurance societies for the benefit 
of the co-operative movement and the people of those countries. 
This is a good thing indeed.

Now, there are several problems, and 1 feel that the most 
important one is the lack of proper legislation, lack of proper laws 
for the control of insurance in the various countries. Let me first 
of all say that co-operative insurance societies have to face a double 
problem. First of all they have to comply with the co-operative law 
of the country, as we do in Malaysia, and at the same time work 
within the rules prescribed by the insurance laws of the country. 
This may prove difficult. Co-operative insurance societies would 
be unable to function with ease and freedom as is the case for a 
stock insurance company. Of course the most important problem 
is the lack of proper legislation in the country. I am sure you will 
be quite amused to hear the story of our mushroom insurance com
panies in Malaysia. Prior to 1st January 1963—only three or four 
years ago—we had no proper supervision and control of insurance 
companies in Malaysia. Any company—in fact even a trading com
pany—could commence insurance business if the company paid a 
deposit of Malayan $200 000—about US $68 000—with the Treasury. 
Control was lacking and a large number of companies continued 
to carry on business without paying the deposit, without complying 
to the requirements. These companies which, in the course of time, 
came to be known as mushroom insurance companies, because they 
grew up so fast in the years 1960, 1961, 1962, became a problem
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for the other insurance companies in the country. These mushroom 
companies did not have any actuarially calculated tables, did not 
require any medical examination to accept business: in fact there 
was no question of requiring any insurable interest at all. Anyone 
could insure anybody. For example, if I decided to insure 
Mr. Henri Lemaire, I could go to the insurance company and say 
“Here, I take a policy on the life of Mr. Henri Lemaire”. You 
could insure almost anybody at all, and the only condition was that 
the insured person should live for more than nine months. If the 
person died during the first nine months, the policyholder lost his 
premium. If the insured person died after nine months, the policy
holder cashed the insured capital.

I repeat this again. The policyholder, say X, takes a policy 
on the life of Y—who is, say, an old beggar picked up in the 
street. The policy states that if Y dies within nine months after 
the underwriting of the policy the policyholder loses his premium. 
But if Y—the beggar—lives for nine months, and dies after that, 
then the insured capital is paid out to the policyholder. This was 
gambling on human life. Naturally, since the opportunity was 
good to a large number of people, millions of dollars passed 
hands through these insurance companies. Smart guys got hold 
of beggars, veterans, old relatives, even old people in other people’s 
families, got them insured and hoped they would live for nine 
months and die soon thereafter. During this period of nine 
months the insured heads were very well looked after, they were 
given very good food, they were treated well, and strangely enough 
these beggars or these old people knew on what account, but did 
not mind. After that period they were left to themselves to die. 
If the insured head unfortunately lived on after nine months and 
there was no likelihood of his dying, the premium for the sub
sequent period was not paid. This lasted for about two or three 
years, and then the Governement brought about a bill with effect 
from 1st January 1963 to liquidate all these mushroom insurance 
companies and to exercise greater control over insurance companies 
operating in the country.

Such mushroom companies also existed in neighbouring coun
tries and in fact we got them from these. In almost all developing 
countries the lack of legislation is a very big problem for the pro
motion and development of co-operative insurance.

The next important problem is perhaps the question of capital. 
It is difficult to raise capital for a co-operative insurance society. 
In Malaysia we were lucky to have a very strong Credit Union
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movement, which provided the capital for our society. But in 
almost all developing countries to which we are now considering 
offering our assistance to form societies, it has been found that 
capital was not forthcoming and since the law would require a 
certain amount of deposit and a certain amount of working capital 
it is difficult indeed to commence co-operative insurance in those 
countries.

The next problem is the lack of trained management personnel. 
This problem is acute and is sorely resented by newly-formed 
co-operative insurance societies. An established society which has 
been in business for some time also faces the difficulty of obtaining 
competent staff. The shortage of trained personnel is very serious. 
Unless attractive terms are offered—which the limited resources of 
a co-operative insurance society will not allow—it is not possible 
to recruit the right men. Here the co-operative insurance societies 
in the advanced countries have been most helpful indeed. They 
have rendered all possible assistance and have promised their assist
ance for training management and senior staff for co-operative insur
ance societies in developing countries. In Malaysia, for example, 
we have only four actuaries and if we did not get the assistance of 
Mr. A. Duval, Actuary of the C.I.S. thanks to the generosity of 
C.I.S., we would not have been able to commence business at all. 
Without an actuary we could not have commenced life insurance 
business and in this way the various co-operative life insurance 
societies in Europe and in U.S.A. have helped us as well as the 
other two or three co-operative insurance societies organized in 
developing countries.

No progress can be achieved if we do not have the right men. 
But, once you get the right man, other problems come into focus. 
The management personnel wil have to deal with Directors who are 
representatives of the societies that may have invested in the capital 
of the co-operative insurance society. These Directors may not be 
concerned at all with the progress of the society. Some of them 
may draw a much lower salary or much less income than the 
employees of the society. Some of them may not appreciate the value 
of a good employee, until it is too late. After all, a co-operative 
employee cannot be expected to sacrifice too much just because he 
is a dedicated co-operator. You will agree that its is difficult to 
deal with elected Directors who may not have an interest in the 
business. But this problem can be solved, and I believe it was 
solved in Malaysia by educating the Directors who have visited 
various co-operative insurance societies all over the world and have
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come to realize our problems. In fact even today members of our 
staff are being trained in various places.

Lack of insurance consciousness is another problem. As the 
standard of literacy in developing countries is not high, an intensive 
educational program will have to be launched so that the ordinary 
man understands the value of insurance. In fact, it is the job of 
the co-operative insurance societies—not of the other insurance 
companies mind you—to educate the people, to bring about insur
ance consciousness among them so that the standard of living of 
the people can be improved.

Soon after this address of mine you will listen to a paper on 
co-operation between co-operative insurance societies in the world. 
But the co-operation between the co-operative insurance society in 
the country with the other co-operative societies is another problem. 
Unless they co-operate the progress of the co-operative insurance 
society is not going to be good. Even if they co-operate it may 
also happen that the co-operative insurance society does not prog
ress very fast. Anyhow, I feel and sincerely believe that unless the 
co-operative insurance society receives the support of the co-oper
ative movement in the country it will not be successful.

The next problem it the lack of exchange of information. We 
believe, and we hope that this will become effective; it has, in fact, 
already become effective thanks to the work of the Insurance Devel
opment Bureau, and thanks to ideas from various societies. Little 
co-operative insurance societies can grow bigger and bigger if they 
are assisted by the co-operative insurance societies in developed 
countries.

Higher commission rates put another problem. Other com
panies are able to pay higher commission rates and attract the busi
ness that way, but a co-operative insurance society in its early 
stages may find it difficult to get along, to pay higher rates and 
to compete with better established companies.

The question of investment is very important indeed. The 
co-operative movement expects the co-operative insurance societies 
to invest in the movement. Will it be desirable to do so? Will 
it be the best possible investment in the interest of the policy
holders? Now, if the co-operative insurance society should decide 
not to invest in the co-operative movement, in the housing projects, 
in the consumer projects, then the co-operative insurance society 
may run into difficulties. As a matter of fact the co-operative insur
ance societies have got along by investing as much as possible in
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the movement so that the support of the movement is always forth
coming.

There are, of course, other difficulties. In a developing country 
a co-operative insurance society, like any other co-operative society, 
cannot make investments in property, in equity stock, in other indus
trial undertakings except with the permission of the Registrar of 
Co-operative Societies. Let us say a co-operative insurance society 
has decided to buy a property for $500 000. They have gone through 
negotiations and finally decide that it is a good project and they 
have to apply to the Registrar of Co-operative Societies for per
mission to do so. If the Registrar should delay the matter, or the 
Registrar should take some time to consider this and finally grant 
a belated approval, the price of the property might have gone up. 
And then the merry-go-round again and again. These are real diffi
culties.

But in the more advanced developing countries provision is made 
in the law for them to invest and the more efficient investment 
procedure has been described. For example, in Malaysia, the 
Malaysian Co-operative Insurance Society has now got the right 
over the last year to invest in industrial stock and in property 
without getting permission from the Registrar in each specific case.

There are two or three problems which I have not mentioned 
in my paper, and I feel I should refer to them at this stage. One 
is the question of reinsurance. You will notice that I have not 
mentioned it in the paper. The reason is that reinsurance is not 
a problem. This would be particularly surprising because as far 
as the Malaysian C.I.S. has been concerned we were able to get 
the advice, the reinsurance cover for whatever business we wanted 
to do. And we had advice on an almost month-to month basis 
to carry on our business with good reinsurance terms. At the same 
time we have had offers from the professional reinsurers and from 
almost everyone, even local reinsurance pools so that reinsurance 
has not been a problem at all.

The other two problems, and these are of Eastern origin as 
far as we were concerned, have arisen from the splitting of a 
Federation of developing countries, as it happened in Malaysia. 
For example, Malaysia was a federation of Singapore-Sarawak and 
the States of Malaya. Recently, last year, Singapore became inde
pendent. Now, our society was transacting business in Singapore 
and Malaysia. Today Singapore has its own insurance law. We 
happen to have a large number of policyholders in Singapore—and 
whether the Singapore policyholders can be members of a Malay
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sian co-operative insurance society, whether the Malaysian co-oper
ative insurance society can continue to carry on business in Singa
pore, are problems which have now come up and will have to be 
solved in a not too distant future.

Simultaneously, Singapore has decided to issue separate cur
rencies. So, policies issued in the Malayan dollar, which was the 
dollar for both Singapore and Malaysia, now have to be sorted 
out. The is another problem: Our policy payable in Kuala Lum 
pur—that is the capital of Malaysia—which was issued to a Singa
pore policyholder will soon have to be amended to say that it is 
a Singapore policy payable in Singapore dollars in Singapore. On 
the other hand, the requirements of investment in Singapore have 
been complied with, and so on and so on. These problems are wide
spread for the separation of territories that once were federated has 
not only happened in Malaysia and Singapore, it seems to happen 
in almost every developing country. That is an important problem 
indeed.

In conclusion I must add that though there appear to be so 
many major problems, co-operative insurance in developing coun
tries can be a success if the members of the Insurance Committee 
continue to assist in the formation and organization of such socie
ties. I emphasize that the Malaysian C.I.S. is perhaps the best 
example of what can be achieved through such assistance. The 
Malaysian C.I.S. in turn has now offered to assist others, if on a 
small scale. I hope by the time we meet again more co-operative 
insurance societies may have been formed in the developing countries 
thanks to the direct efforts of our Insurance Development Bureau 
and Reinsurance Bureau, and probably with financial assistance from 
Allnations Inc.

Thank you, Mr. Chairman and friends.

C h a i r m a n :  Well, Mr. Kularajah, I think we all very much appre
ciate your paper and I think I was fully justified in insisting on it 
being duplicated so the members can take it away with them and 
study it at a later stage. It is a very valuable paper because it deals 
with some of the practical problems which enthusiastic co-operators 
in newly-developing countries tend to overlook. These are the sort 
of problems which face the Development Bureau and the Reinsurance 
Bureau—there is plenty of enthusiasm but people very often are 
not prepared to meet the problems. Mr. Kularajah has oudined 
here some of these. I am sure there were others which he had to 
overcome before he could successfully establish his insurance society.
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For that reason I think that his paper is very important and 1 hope 
it will reach the co-operators who are not here today but who in 
years to come will be here representing societies which have been 
established on sound principles.

Now the paper is open for discussion and 1 hope you will have 
some comments to make and possibly some further questions to 
put to Mr. Kularajah.

Mr. V a n d e r b e e k : Mr. Kularajah has made a number of significant
points in his paper. He and his company are to be commended for 
the great progress that they have made despite the many problems 
they have faced.

Conditions differ, of course, from country to country. How
ever, it seems to me that there are certain common problems whether 
we are discussing developing countries or “well developed” countries. 
For example, Mr. Kularajah mentions need for proper legislation, 
trained personnel, agency commissions, education on insurance, 
exchange of information, and the need for a close link between the 
co-operative insurance societies and the co-operative movement. 
Certainly these are areas of interest to insurance people in any 
country. Thus, in commenting on Mr. Kularajah’s paper, I would 
like to indicate some principles that have been successful in at least 
a couple of well developed countries and might be of value in over
coming problems in newly developing countries.

In this connection, I believe the experience of my own company 
is of value. League Life Insurance Company, as many of you 
know, is owned by the Michigan Credit Union League. Credit 
unions are co-operative, non-profit, thrift and credit societies. Almost 
all the insurance we write is term (risk) life insurance. We pay no 
commissions, we have no full-time underwriters, and very few of 
our employees had any prior insurance experience. Thus, we faced 
many of the same problems Mr. Kularajah faced. Based upon the 
normal reasons for success, we should have failed! However, in 
less than ten years, we have grown very rapidly. We insure one and 
one-half million people, have a premium income of over fifteen 
million dollars per year, and our total life insurance in force exceeds 
two and one-half billion dollars. Two-thirds of this volume is 
“Family Group Life”, a plan sold by mail. For 500 a week a credit 
union member gets $2 000 of life insurance for himself and $1000 
for his wife and each child.

We believe the major reason for our success has been that we 
have tried to maximize the advantages of a close relationship with
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a strong co-operative organization. We have not tried to compete 
with other insurance companies and offer the same types of products. 
Rather we have developed new, low-cost programs which could be 
endorsed by the co-operative leaders.

Many of these new products were developed as a result of ideas 
we received from members of the Insurance Committee. We found 
the I.e.A . Insurance Research Subcommittee Report of great value. 
Also, Arthur Duval, Co-operative Insurance Society’s able actuary, 
offered several suggestions on one plan. The idea for another plan 
was as a result of the Rampart Policy of Co-op Leben. We have 
received reinsurance ideas from Folksam and Nationwide. On our 
credit union coverages, we periodically exchange ideas with Co-oper
ative Insurance Services and Desjardins Mutual. Information about 
our Family Group Life Plan has been distributed to all your com
panies by the Insurance Development Bureau.

Some of our programs are somewhat revolutionary and are not 
well received by some insurance industry associations. In addition, 
we are having considerable difficulty because of inadequate legis
lation. This is particularly true in the casualty legislation area where 
we are developing a group auto insurance plan which, like our life 
insurance plan, would be sold without agents thus drastically reduc
ing sales costs.

One might say a this point—“What does this have to do with 
Mr. Kularajah’s talk?” My answer is that I believe that Co-opera- 
tive insurance, both in well developed countries and in developing 
countries, faces many similar problems.

Methods of providing insurance are rapidly changing. It is 
no longer sufficient to say—“This is a good method—it has been 
successful for 50 years.” Based upon my experience at League 
Life and as an observer of developments in Africa and Latin Amer
ica, I would suggest the following as being several principles that 
might overcome some of the problems all of us face;

1. We should maintain a very close relationship with the 
co-operative movement.

2. We should constanly develop new approaches that will 
provide low and middle income people with low-cost insurance.

3. We should utilize the most efficient techniques to merchan
dise and administer insurance.

4. We should recognize our advantages as co-operative insurers 
and not try to compete with the same approach and products as 
commercial insurers.
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C h a ir m a n ; Thank you, Mr. Vanderbeek. Any other speakers? 
Any further comments on this paper? I repeat, I think it has been 
a very valuable paper. My only comment would be as regards 
Mr. Vanderbeek’s remarks is that he has in his country and espe
cially in Michigan a ready-made insurance field which I do not 
think would exist in many of the developing countries. I am not 
saying this in any way to decry what he said, but I think Mr. Kula- 
rajah does point out that you really have to start from scratch in 
some of these countries, whereas Mr. Vanderbeek’s company was 
able to overcome the agency problem and the other problems for 
the simple reason that they had an organization which was prepared 
to undertake for them what in many other countries would not be 
possible. Those are my only remarks, except to say that we 
are very glad to know that the Research Report has been of so 
much use to League Life  and that if they have found it useful we 
hope that many other people not only in developing but in developed 
countries will likewise find it extremely useful.

8. Co-operation among insurance co-operatives

C h a ir m a n ; The next item on our agenda is Mr. Apelqvist’s paper 
called “Co-operation among Insurance Co-operatives” and I will ask 
Mr. Apelqvist to introduce it.

Mr. A p e l q v is t ; Mr. Chairman and dear friends from all parts of 
the world including Columbus, Ohio. As the I.C.A. President, 
Mr. Bonow, said, yesterday morning, the big I.C.A. Congress in 
Vienna next week will discuss a report of the Commission on 
Co-operative Principles. The Commission propose in Item 6 of its 
principle program, that all co-operative organizations in order to 
best serve the interests of their members and their communities 
should actively co-operate in every practical way with other co-oper
atives at local, national and international levels. It is generally 
recognized among leading people of the Alliance that the Insurance 
Committee and its various organs is the most successful of the 
auxiliary committees and as you heard already yesterday, we very 
often say the same ourselves. I think we can look back on a rather 
satisfying international co-operation among the co-operative insur
ance societies. But being since 1946 a member both of the Central 
Committee of I.C.A. and its Insurance Executive, I also think it 
fair to say that a lot remains to be done. The co-operative insurance
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activity is well developed in some countries. It is, however, quite 
obvious that very good conditions exist for an activity on an even 
larger scale in many countries where co-operative insurance societies 
already operate.

Co-operative insurance societies could be started in many coun
tries where a co-operative insurance society still does not exist, but 
where good possibilities to start one can be established. These are 
problems that we have to solve together. We also have to assist 
member companies which for one reason or another happen to go 
through a period of weakness or crisis. Statistics showing the 
market share of the co-operative insurance movement in important 
insurance branches in various countries must always be available. 
The Insurance Executive ought to know everything about these facts 
because it will be fundamental for its work in the near future. As 
such it is satisfactory for a co-operative insurance company to 
increase its number of policy-holders and its premium income, but 
this is not enough if at the same time its market share decreases 
and its methods of operation and insurance forms are old-fashioned.

It must be remembered that we are simply concerned with 
nothing less than the competitive strength of the co-operative form 
of enterprise put to test under new circumstances in a changing 
world. The big question is how this co-operation amongst insur
ance co-operatives should be organized so that we do not create new 
problems in our endeavour to promote the co-operative insurance 
movement. In the very fast-changing world we are living in, we 
meet situations on the international level which are totally new to 
all of us. We are in a way in a beginning stage, and I personally 
feel—and I am sure we all do—very inexperienced in the work 
which must be carried out on an international level. International 
work is always very difficult to carry out even between organiza
tions which base their activities on the same ideas. There are some 
troubles, even tendencies to conflicts, when they try to find mutual 
solutions to different problems. It is therefore difficult to avoid 
disturbances in international work. And that is the reason why I 
want to stress how important it is that we keep each other informed 
about our international activities and that we try to work through 
the international bodies we ourselves have established.

If, from a national point of view, we find that an action taken 
by another member company disturbs us, we must try and under
stand the good will behind this action and not hurriedly suspect 
hidden imperialistic tendencies. If we, in spite of this, are against 
the action, we must find a way to talk with each other about it in
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order to clear up the situation. Experience froin such cases could 
be very valuable and serve as a lodestar for future decisions and 
collaborations. It is true that the extension of the possibilities in 
the E.E.C. area will bring about special problems for the co-opera
tive insurance companies which for natural reasons do not wish 
to compete with each other. It will therefore be necessary for these 
companies to devise new forms of collaboration in order to cope 
with these and other problems. Considering that the creation of 
the E.E.C. will probably enable the large internationally operating 
private stock companies to become even more active in Europe, a 
number of small co-operative insurance companies in Europe may 
find it difficult to hold their own if they do not increase their 
activity through amalgamation or in other ways. The formation of 
a Common Market for the whole of Western Europe may therefore 
compel the co-operative companies to work together even more 
vigorously and intimately.

In such a situation I am afraid that national loyalties often 
prevent all of us from being sufficiently bold and farsighted. I am 
aware of the fact that there could be different opinions about the 
way to extend the co-operative insurance in the international field. 
I am also one of those who want to examine all new projects with 
an open mind and from various angles. We are, as I already have 
said, living in a changing world and things which we consider 
wrong to-day may be right in a very near future.

A certain competition between co-operative companies can in 
some cases be an advantage to the consumers, but generally co-oper
ative enterprises in a country or in different countries should not 
be engaged in bitter competition with each other. On the contrary, 
they should trustfully and in concert through information on com
mercial activity help each other to increase the resources and effec
tiveness in their competition with other companies and other forms 
of business organizations, mainly the private capitalistic companies.

If co-operators in a country do not feel able to solve certain 
problems—and there are situations when people prefer, for different 
reasons and at least for a time, to shelve tasks that are in them
selves important—then it seems natural for an international co-oper
ative insurance organization to assist, or for the co-operative insur
ance company of another country to extend its aid in a suitable way.

In the future it does not seem entirely improbable that for 
instance the European co-operative movement, which is at the 
moment divided into so many units, may collaborate to the extent 
that one may rightly speak of a Co-operative Insurance Society of
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Europe, perhaps even working together with co-operative insurance 
companies in other parts of the world. However, such a situation 
seems to-day unrealistic or even utopian. To prepare us for this 
future I think that we shall have to clarify the principles according 
to which we collaborate. I think we need to make a thorough study 
to accomplish this. There are many questions that have to be 
answered.

There are, for instance, different kinds of co-operative insurance 
societies within the Insurance Committee and even within the bor
ders of some countries. Have we really considered what is the 
essential characteristic of a co-operative insurance society? Accord
ing to our rules an insurance society can only be a member of our 
Committee if there exists a co-operative organization in the country 
concerned, which is affiliated to the I.C.A. But the trade union 
movement in a country can establish an insurance society with aims 
and ideology acceptable from a co-operative point of view. Cannot 
such a company be accepted as a member of our Committee? 1 
think we need to discuss it in one way or another.

Another matter—co-operative insurance societies are to-day 
competing with each other, for instance in Denmark, Finland, Ger
many and the U.S.A. This has so far not been an obstacle for 
friendly relationships between the companies. However, the new 
situation makes it advisable that we clarify under what circum
stances co-operative insurances societies can compete with each 
other. Private insurance companies are to-day merging into huge 
groups and are operating on the whole international field. They are 
increasingly putting the co-operative societies in a hard competitive 
situation. I think, therefore, that we need a study of the ways in 
which we can assist each other in order to increase the efficiency 
of the co-operative insurance movement.

Therefore I would like to propose a study to be made and 
presented to the full conference in 1969. I suggest that the Execu
tive be commissioned to appoint a special committee to perform 
such a study. The committee could consist of one member of 
the Executive as Chairman, one from the Reinsurance Bureau, one 
from the Insurance Development Bureau and two other well-known 
insurance co-operators.

The practical experiences that we have acquired and the trust 
between the people that has been built up over decades will be of 
the greatest importance for the future development of co-operative 
insurance. The technological developments which will change all 
common conceptions of distance and time will result in large and
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complicated structural problems for the co-operative insurance com
panies if we do not closely follow the developments in various 
countries and radically adopt the necessary measures. In my 
opinion, such problems can best be solved by a co-operation among 
co-operators unimpeded by short-sighted traditional national preju
dices.

C h a ir m a n : Thank you, Mr. Apelqvist. Ladies and Gentlemen,
before I ask for this discussion to continue may I as Chairman and 
on my own initiative, without consulting with the other members 
of the Executive Committee, say a few words?

There are in this paper, although not in Mr. Apelqvist’s remarks, 
a number of references to past events. And in one case at least 
one of our member companies is asked to offer to this Conference 
some explanations of its actions. My experience is that inquests 
on past events tend to achieve nothing and, as Mr. Apelqvist him
self states, often lead to an inflamed and irritating discussion. I am 
sure that you would not wish that to happen to-day. Therefore 
I ask all those who might wish to take part in the discussion to 
make their remarks completely objective. If there are any signs of 
the discussion becoming other than objective then I shall have to 
consider closing the discussion. With having said that, now the 
subject is open for discussion.

It appears that nobody wishes to make any comment on this 
paper. Now, Mr. Apelqvist in his paper poses a number of prob
lems which he feels are likely to arise in the future. But—and 
I am not criticizing him for this—he does not propose any solutions, 
as he also feels that they are so complex as to require several years 
of careful study before any conclusions can be reached, and for 
this reason he proposes the setting up of a special sub-committee. 
The problems require an objective study, but whether this should 
be made by a special sub-committee or by the Executive Committee 
itself is a matter which I think you should leave to the Executive 
Committee to decide. If you agree, as nobody seems to have any 
comments to make on this paper, you should leave this matter in 
the hands of the Executive Committee and I can assure you that 
we will give consideration to some of the points that Mr. Apelqvist 
has made and of course we shall have the benefits of Mr. Apelqvist’s 
comments and any further suggestions he wishes to make when we 
discuss this in the Executive Committee.

(Coffee break.)
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One or two people have expressed the view that with the 
imminence of the coffee break, I did not allow people engouh time 
to consider coming forward to take part in the discussion on 
Mr. Apelqvist’s paper. I had no intention of cutting the discussion 
short—I made it quite clear that I would welcome an objective 
discussion. But in deference to this view I certainly would not wish 
it to be said that I had taken any steps which prevented a discussion, 
and therefore, although I am perhaps not entirely acting constitu
tionally, if there are any people here who would have come to take 
part in any discussion on an objective basis I would welcome them 
taking this opportunity now.

Mr. G a e t a : Mr. Chairman, Ladies and Gentlemen, my dear collea
gues. We have listened with great interest to the report of 
Mr. Apelqvist but nevertheless we would like to stress at this partic
ular point that this overall picture of co-operation between the 
co-operative insurance companies all around the world which belong 
to the International Co-operative Alliance, could certainly give rise 
to a consideration. If it may be said that this co-operation is of 
importance in particular in the developing countries, one also has 
to say that such a co-operation is maybe of the same importance 
for all other insurance companies. The freedom of competition 
between the various insurance companies in those developing coun
tries will be of advantage in particular for private insurance com
panies. Let us just think of the co-operative insurances in develop
ing countries, how are they to meet the competition of private 
insurance? In particular if we think of the lowering of the premium 
income, because we have to bear in mind that in the developed 
countries we have had insurance companies for a long time now. 
We have premium incomes running into millions. This is an 
essential factor in the overall competitive pattern and I think that on 
the basis of the report that Mr. Apelqvist has submitted to us we 
would have to find out what possibilities there are for such co-opera- 
tion, we would have to consider how, for example, the insurance 
companies in the area of the Common Market could collaborate 
and cooperate so as to cope with free competition and all the 
connected problems.

In particular we have to consider the problem which arises from 
the fact that large insurance groups are beginning to develop in the 
Common Market area and from this, of course, a large number 
of problems arise and we have to examine what possibilities there 
are for the co-operative insurances to come together to pool their
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resources and to pool their efforts so as to develop a greater strength 
and to give each other mutual assistance. But we have not only this 
restricted pattern of the Common Market we also have to think 
of all the other markets which are of importance; in this connection 
the co-operative insurances have to be supported and they need 
support in particular in the less wealthy countries and, from this 
one thing emerges, of course; the autonomy of the co-operative 
insurance companies in the various countries will have to be safe
guarded. But we have to meet their demands and we have to con
sider and envisage the possibility of a certain extent of integration 
because it is this integration that we need and it is also this support 
that we need. And we in the Common Market do not only see the 
possibility of coming to grips with the competition of our own 
private insurance companies but we also have to consider the 
competition which will arise from the other countries of the Com
mon Market. This is a problem that I would like you to consider 
at this particular moment because I am familiar and I know the 
atmosphere of friendship and friendly co-operation which already 
exists here and which certainly offers a very fruitful basis for a good 
consideration of this question.

I think that in this Committee and in our Development Bureau 
we will certainly be in a position to find some solution for this prob
lem so as to come to a certain consohdation of the insurance 
business also within the co-operative frame.

In a market of this type we have to pool our technical resour
ces so as to be able to cope with the problems arising in such a 
tremendous market. Let us not forget that at least potentially we 
are faced with a very large market. We have a very close liaison 
with the Trade Union and Co-operative Movements in our respec
tive countries, and day in and day out the Trade Union Movements 
apply to us and they request us to conduct a thorough study and 
examination of these problems. They expect us to take intensified 
measures because they want these insurance branches to be developed 
in our various countries. That applies, in any case for the Italian 
market, and we shall do our utmost so as to hold our own in this 
market. We have made very fruitful and positive experiences in 
the first years, but in any case the problem of support and assist
ance remains and we do sincerely hope that such co-operation 
within the Common M arket will be achieved between the various 
insurance companies and we also hope that fruitful results will be 
obtained.

Again, we have heard of the Resolutions adopted in our Com
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mittee and they also form part and parcel of this overall context 
of co-operation, and within the meaning of these Resolutions these 
problems of the various countries will have to be reconsidered and 
we hope that it will be possible on the basis of an adequate insur
ance and financial policy to consolidate the insurance companies 
in the various countries, and we also hope that in this way means 
will be found to give support to the industrial co-operatives and also 
to consumers’ co-operatives. And already to-day we are faced with 
the problem of a rational policy of investment which also will be for 
the benefit of other branches of the Co-operative Movement. And 
we therefore hope that in this sub-committee, as Mr. Apelqvist has 
suggested, also the problems of the Common Market will be 
thoroughly considered and examined, so that the problems of Italy 
and the other E.E.C. countries may be thoroughly considered and 
perhaps solved.

C h a ir m a n ; Thank you, Mr. Gaeta. We have, of course, on a 
previous occasion, discussed the question of the Common Market 
and no doubt it is a very important factor in the operations of the 
co-operative insurance societies in the future.

Mr. A p e l q v is t ; First of all, I want to thank Mr. Gaeta for his 
interesting points of view. Then I should like to say that since our 
Chairman made some remarks about my paper, I should like to 
point out very shortly that there are also some positive points of 
view about the paper among co-operators. With your permission 
I should like to read a few lines from two letters I have got from 
two well-known co-operators. The first one is Mr. F. F. Rondeau, 
Mutual Service Insurance Companies, in U.S.A., and he writes; 
“Please accept my very best compliments on your paper. This 
paper is exceedingly well prepared and in my view it is also timely 
and forthright in bringing an urgent problem into the open for 
appropriate discussion. We thank you for the fine manner in which 
you have done this. I want you to know that we in Mutual Service 
agree completely with the points of view you express and the ques
tions you raise in your paper. We also fully support your proposal 
on the appointment of a special committee to conduct a study on 
this overall question. We hope that the Insurance Conference will 
adopt your proposal.”

The next letter is from the I.C.A. President, Dr. Bonow, read
ing; “I want to congratulate you for the brave and constructive way 
you have tackled the problems. I hope that your concrete proposal
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will be unanimously supported and that the very important study 
that you propose will be accordingly untertaken. I wish you good 
luck with your paper and the concrete proposal.”

And now I only want to say that I insist on my proposal of 
a special committee for a study and hope that the Conference will 
decide if the Conference wants to get a special committee for this 
study.

C h a ir m a n ; Well, we have heard Mr. Apelqvist and his proposal. 
I suggested to you this morning that this was a matter that the 
Executive would look into and decide whether a sub-committee was 
required or whether the Executive Committee itself would take on the 
investigation. I still think that this is a matter which you can very 
well leave in the hands of your Executive Committee. We shall 
certainly bear in mind what Mr. Apelqvist has said in his paper 
and what he has just added. I am reluctant to put a matter like 
this to the vote, but it appears that I have no alternative. The 
suggestion that I have to put to you is that you instruct us to appoint 
a sub-committee—and I would point out that this is a sub-committee 
of the Executive and not a sub-committee of this Conference. The 
affairs of this Insurance Committee are governed by the Executive 
Committee which you will appoint every three years. The existing 
committees (the Reinsurance Bureau and the Development Bureau 
and the former Research Committee) are in fact sub-committees of 
the Executive. I suggest that the proper procedure is to leave 
this matter in the hands of the Executive Committee. If you wish 
to instruct us definitely to appoint such a committee, then obviously 
it is open for you to do so. In the circumstances therefore, I 
can only ask that you should indicate whether you support 
Mr. Apelqvist’s insistence on the appointment of a sub-committee 
or whether you would leave that matter in the hands of the Execu
tive. This again is a matter of one vote—one society. There is 
a question from Mr. Doss.

Mr. Doss: Mr. Chairman, my question is: does the Executive
already have the authority to appoint such a committee if it elects 
to do so?

Mr. H. L e m a ir e ; We have had a look at the rules, and they say — 
“Art. 7: The Executive is responsible, for the organization of the
conference and the preparation of the agenda. It shall a) examine 
the report of the Secretary and of the members appointed to report
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on the various items on the agenda; b) appoint such a committee as 
may be considered necessary for the conduct of its affairs.”

C h a ir m a n ; In the light of the rules, it is obvious that we have 
power to appoint sub-committees and the matter now is whether 
you are going to instruct us to appoint a particular sub-committee. 
This is the only matter which I can ask you to vote on.

Mr. F i s c h e r : I should like to ask you what is the exact difference
between “ the Executive shall be commissionned to appoint a special 
committee”, as written in the paper of Mr. Apelqvist, and as you say 
“the Executive shall be instructed to appoint.” Is this not the 
same?

C h a ir m a n : The difference is this, of course, that the Executive has
power to decide whether this should be done in a sub-committee or 
in the Executive. All I am suggesting is that it may not be neces
sary to do this by a sub-committee and we do not want, I think, to 
govern this Association by a series of sub-committees. We may 
appoint a sub-committee, but I do not think it is right and proper— 
at least it is not necessary—that this Conference instruct us. But 
if they do instruct us to appoint a sub-committee we would do so. 
The difference is that we have to appoint other outside people to 
investigate this matter. But I suggest that this a matter which would 
be better considered by the Executive before we decide whether it 
is dealt with by a sub-committee and whether it should be outside 
representatives or who it should be.

Mr. F is c h e r : Excuse me, but the Executive is free to appoint
members according to the suggestion of Mr. Apelqvist, and the 
Executive is free to decide whether a sub-committee shall be 
appointed or not.

C h a ir m a n : Mr. Apelqvist has insisted that we appoint a sub-com- 
mittee. I am sorry to waste our time, but as Mr. Apelqvist has 
asked this conference to insist on it, and if you as a conference 
insist on it then we shall appoint a sub-committee. But that means 
that you are telling the Executive how to run its business. I think 
the best thing is to take a vote. If the conference decides that you 
insist on this being dealt with by a sub-committee, then obviously 
we shall have to have regard to that point. So would you vote now, 
whether you insist on this being dealt with by a sub-committee or
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whether you leave it to the Executive to decide whether they will 
examine it themselves or they will appoint a sub-committee.

(Secretary calls for votes. Then is interrupted.)

Mr. B i n d e r : Why should the motion not be changed in “The
meeting recommends to build a sub-committee"? Why to decide 
the meeting insists"?

Mr. A p e l q v is t : I think it has been a very important question and
problem I have been dealing with to-day, since it caused all this 
confusion at the conference. The situation is very, very simple. 
What I propose is that the conference should tell the Executive 
whether the conference wishes a special committee for studying 
this problem. If the Executive decide that we can deal with it in 
some other way, then the Executive has the power to do it. But 
it can be very useful for the Executive to know whether the confer
ence thinks that these problems are so important that they are 
worth being studied by a special committee.

C h a ir m a n : Well, I do not think this is any different from what I
said earlier suggesting that this matter should be left to the Execu
tive, and the Executive will give consideration to Mr. Apelqvist’s 
recommendation that there should be a sub-committee. I do not 
think this calls for a vote on that basis. We will note the recom
mendation and we will decide whether it is to be done by a sub-com- 
mittee or whether we as the Executive do it ourselves. Will you 
accept that? Or do you want a vote on it? (No.)

Well, I think we must leave it at that and we will certainly 
follow the matter up in the way that the Executive thinks best in 
regard to what has been said here to-day.

9, Is it possible to improve te results 
in motor insurance ?

C h a ir m a n : I now come to the paper which has been submitted by
Mr. H. Lemaire on the question of motor insurance. This is a 
subject I am sure we all have a great deal of interest in and we are 
looking forward to a very good discussion.
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Mr. Henri L e m a ir e : Mr. Chairman, my dear colleagues, when in 
Europe two insurers have a drink together they chat about many 
things: the weather, the quality of the beer, the beauty of the girls 
and many other topics. And usually they wind up speaking of the 
unsavoury results of their motor branch. Is this complaint justi
fied? Yes. There are more and more accidents happening and 
they cost more and more money. And we may ask ourselves why 
such poor results. Well, there are many reasons accounting for 
that. First of all, the number of vehicles is increasing in every 
country. Moreover, the general traffic speed is higher than ever. 
Any car, nowadays, is able to be driven at more than 60 miles an 
hour. There is a competition open between the makers of cars, 
each of them steadily increasing the capacity of his cars to meet 
the requirements of the customers as to more speed and pick-up. 
The cost of living is increasing everywhere. The wages are increas
ing too. But it is surprising to notice that in our countries during 
these last three years the prices of cars did not go up. This makes 
them seem comparatively cheaper, so a lot of people can now afford 
to buy a car. And we have a number of young people in our 
countries driving cars, which was not the case some ten years ago.

I am convinced that you all have, like us, about one-third of 
your staff owning a car, although most of them are young people. 
As a consequence we have to face an acute parking problem. But 
we also have to face another problem; there are more accidents 
because there are more youthful drivers. For people of my age—a 
little over thirty or so!—use their car in order to go from one place 
to another. Be it more or less rapidly, it does not matter. We 
know that when driving a car we are likely to run into traffic jams, 
and we accept the nuisance with some philosophy. But young guys 
at the wheel fancy themselves as Jim Clarke on Indianapolis speed
way. Each time they run an errand they are putting up a show, 
making a performance out of it.

There is another reason why accidents cost more; the premiums 
are put down in our tariff but the cost or repairs increases because 
the wages increase. That way, the claims are being indirectly linked 
to the index number whilst the premiums are not. So, of course, 
after a few years we have to increase our premiums. That is why 
I believe that maybe next year, maybe within five years, our pre
miums will also have to be linked to the index number just like 
the claims are. Maybe it is a little too early to achieve that, and 
we must in the meantime try to improve the claims statistics. What 
can we do to that effect? We insurers can do something and we
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can also urge the governments to do something, for this problem 
is not only a problem to the insurers but to the whole community.

The number of people who get killed in car crashes grows into 
a calamity. I recently read that the poliomyelitis which is dreaded 
in many countries killed in a whole year in my country about the 
same number of people as the cars do on a single week-end. In the 
United States, for instance, the car crashes have already killed more 
people than were killed in all the wars waged since the Civil War.

So, there is a national problem and not only an insurance 
problem, and each one has got to do his duty. What can we 
insurers do? My personal feeling is that we must give a reward 
to the good drivers and penalize the bad ones. Moreover, we must 
help the authorities by advising them.

What can the public authorities do in order to improve the 
safety on the roads and consequenlty the claims statistics? Let me 
mention the measures which could be taken according to my opinion 
and hoping that you may bring forth other possibilities in the way 
of safety measures, or say whether my suggestions are good or bad. 
That is why we all are here.

The first thing to be done, I think, is limiting the speed on 
public roads. Speeding is likely to increase the number of accidents 
and to make them more destructive not only to the cars but also 
to the passengers and bystanders.

On the other hand, some measure ought to be taken against 
alcoholic intoxication. In many European countries we like to have 
a good dinner with a little drink afterwards. Then we sit at the 
wheel and drive home. I know that in some countries, like in 
Sweden, drastic measures were taken, and I hope somebody from 
Sweden may take the stand and tell us what they did in their country 
in order to put the drunkards straight.

Is it necessary to issue a driver’s licence and make it compul
sory? In my country there are no such licenses in use. Many an 
accident occurs, but, so I believe, proportionally no more than in 
France, for instance, where they have a compulsory license.

Thus, the problem is: is it advisable to have a license or is 
it not? Maybe you could help me solve the problem.

In some countries, like in Belgium, for instance, it is forbidden 
to drive a car under 18 years of age. I believe this does not apply 
in the United States. Provided you get a license, you may drive a 
car even if you are 14 or 15. Is this a good thing or not?
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Is it advisable to organize a medical examination? I doubt it, 
because people who are somewhat deaf, for instance, prove much 
more careful than others.

We must insist on setting special penalties against the tres
passers of trafiBc rules. There is a big difference on that account 
between the States and Belgium, for instance. When, in the U.S. 
the traffic light turns red, everybody stops. In Belgium everybody 
kicks down the gas pedal and hurries up still to make it. Which 
penalties could be set against dangerous drivers? Several can be 
considered, not only in order to penalize the trespassers but also in 
order to prevent them from sinning again. What about a fine? 
People do not worry very much about fines. These are not heavy 
enough and the culprits just pay them and forget them. Sometimes 
they even put them on the company’s expense account. What 
about a penitentiary sentence? I believe there is a point to it.

But, in my opinion, the most dreaded punishment is the with
drawal or cancellation of the driver’s license. The license’s only 
advantage, from my point of view, is that it can be taken away. 
That is why the establishment of a license is being considered in 
my country these days. It would be delivered to anybody over 18, 
and could be taken away in case of traffic rules violation.

And now, what can we insurers do? I believe we made a mistake 
from the very start when calculating the premiums according to the 
car’s horsepower. Maybe it is difficult to change our ways. But we 
have to consider that all cars are good and safe nowadays. They 
just can have a good or a bad driver. Of course, all people fancy 
themselves as good drivers. In fact, a big American car pays more 
premium than a small continental job, for instance a Volkswagen. 
But, what happens practically? The guys with a Cadillac generally 
drive it at leisure and are being overtaken by small sports cars driven 
by youngsters who pay much less premium and are twice as danger
ous on the road!

I am afraid our predecessors in the trade have been a little 
numb on this point. Is it still possible to switch over? I do not 
know. If we could, things would improve, no doubt. Instead of 
issuing an insurance for the car we ought to issue an insurance for 
the driver. If we all agreed to charge the premium according to 
the driver’s records, the latter would have a personal file with the 
premium increasing or decreasing according to his behaviour on 
the road, whatever car he drives.

Of course, this is not to be expected in a near future, and I 
believe that the only practical system just now is to introduce a

77



bonus or its contrary, a financial penalty into the insurance policy. 
I believe our Swedish friends began allowing a substantial bonus 
according to the driver’s accident record.

It was a good idea, and we have followed a few years later the 
example they had set. Each year our policyholders claim no 
accidents we reduce their premiums. By not much: only 5%. 
But, that way, within eight years the bonus reaches 40%. When 
we have to pay for a claim, the premium goes up again, and the 
bonus is reduced by 5%. That way, there is a reward for the 
good driver and a penalty for the bad one.

I believe the problem I have raised here is of interest to every
body. It is really a topical problem. Now, I have only introduced 
the matter, and I hope that many of you will take the stand and 
give their opinion, so we can have a fruitful exchange of views for 
the mutual benefit of our companies.

C h a ir m a n : Thank you for that very interesting opening. I think 
I may say with respect that there is one man in this meeting who 
is probably more informed on motor insurance than anybody here 
at the moment. And he has, in fact, not personally by name, but 
through his company, secured the headlines in the Manchester 
Guardian—and that is an honour, I can assure you—on Wednesday, 
when the front page gave a good deal of information about the way 
in which Folksam is handling its motor insurance and particularly 
its claims repairs costs. I would therefore ask Mr. Klas Back if he 
would come and open the discussion on this matter.

Mr. Klas Back: In most countries the automobile insurance com
panies operate under unfavourable economic conditions. There are 
many explanations to this, for example high claims frequency and 
continuously higher claims costs. It is necessary to find new 
methods to tackle the cost problems.

In all insurance companies efforts are, of course, made to keep 
the administrative costs as low as possible. Using effective auto
matic data processing equipment and rational routines most 
automobile insurance companies apparently have been fairly suc
cessful in this respect.

It is in many ways harder to influence the frequency of claims. 
By creating insurance forms that encourage trafiic safety it is possi
ble to achieve something. Another factor that can influence the 
frequency of claims as well as the extent of the claims is the design
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of the cars. These problems should be tackled jointly by the insur
ance companies.

Concerning the claims costs it may be questioned whether the 
insurance companies control these costs suflBciently. The auto
mobile repair business is not our own business, to be sure, but due 
to the extent of the automobile claims costs we should take a greater 
interest in these costs.

The largest expenses for automobile damages are those put 
upon the bill as labour costs and the costs for spare parts in repair
ing body damages. We would be a lot better off if the insurance 
companies could control these costs effectively.

We all know that different repair shops charge different prices 
for the same repairs. The charged labour costs also vary consider
ably according to different countries. In the magazine Der Stern 
they recently mentioned that the international bureau for automotive 
trade in the Hague had made a comparison between the labour costs 
charged in various countries. According to the paper the cost 
for the same repair was 100 DM in Germany, 133 in Sweden, 123 
in Switzerland, 116 in France, 90 in Denmark and 73 in the Nether
lands. You may find similar differences between various repair 
shops inside the same country.

What are the reasons for these differences? There are many 
logical explanations, but I still dare say that the insurance companies 
to-day lack the possibility to form an opinion about the reasonable 
cost for a given repair job.

The prices of spare parts also vary with the various countries. 
A certain difference can be natural due to customs duties, taxes 
etc. The price variations still give cause to the insurance com
panies to ask for a reasonable price level.

Due to, among other things, the lack of competition inside the 
spare parts and automobile repair trade it is to-day to a large extent 
impossible to form an opinion about the price policy of the trade. 
As the problems, largely speaking, are the same in all countries, 
we in Folksam think that there is a great need for a joint venture. 
A  bureau owned jointly by co-operative and private insurance com
panies could for example accomplish the following;

1. Prepare international handbooks with set prices for different 
types of damage repairs to control the labour costs.

2. Control the prices of spare parts in different countries and 
study the market for spare parts.

3. Work out and develop rational damage repair methods.
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4. Study the construction of appropriate spare parts for damage 
repairs.

5. Work out rational systems for claims assessment.
6. Study damages caused for example by the design of the car.
7. Negotiate with the car makers concerning questions of auto

mobile repairs and traffic safety.

The joint committee of the Swedish automobile insurance 
companies has achieved good results through negotiations with 
representatives of the automobile trade, for example a 28 % discount 
on spare parts of a certain automobile brand. Without co-operation 
this had been impossible. Through Folksam's automobile repair 
shop we have been able to show the way to rational repair methods 
which results in considerable savings. Information about this has 
been given earlier at a special conference in Vaxjo.

If we can get better results with international co-operation we 
should consider such a proposal seriously. We intend to take up 
this question in the Swedish committee and we have reasons to 
believe that the committee has a positive attitude towards the 
question.

In this field of lowering automobile repair costs the Swedish 
co-operative insurance society has taken the initiative in Sweden. 
It ought to be an interesting task for the Insurance Executive to 
plan an international co-operation in this respect, comprising as 
well private as co-operative companies. If the Executive should 
find it wise, they could pass the question over to the Insurance 
Development Bureau. The fact that millions of pounds are to be 
saved for the policyholders if this problem is tackled in a right way 
should be a strong reason for the Insurance Committee and the 
Executive to pay serious attention to the matter.

The meeting was adjourned for lunch at 12.30.

The session was resumed at 2 p.m.

C h a ir m a n ; Before we resume, I think we should express our 
appreciation and record in our Minutes the fact that Mr. Slavek, 
one of the two Vice Lord Mayors of Vienna, spoke to us this 
afternoon and wished us welcome and success in our meeting in 
Vienna. We are very happy, Mr. Binder, that Mr. Slavek came, 
and would you on behalf of the Conference express our appreciation 
to Mr. Slavek?
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There are quite a number of people who want to take part in 
the discussion on Mr. Lemaire’s paper. First I will ask Mr. Sten 
Eriksson to speak to us.

Mr. Sten E r ik s s o n : Mr. Chairman, it was very interesting to hear 
about the experiences and the viewpoints on motor insurance in 
Belgium which M. Lemaire has given here. It shows that the 
problems involved with motor insurance are practically the same 
in all countries. The number of cars is rapidly growing, the num 
ber of claims continues to swell and the cost of living is going up 
with consequences for all costs in connection with motor insurance; 
especially the expenses for repairing the cars.

In order to reduce the frequency of claims we have in Folksam  
tried to create policies which encourage caution in traffic and which 
favour safe and responsible car owners. Folksam's unique insur
ance with a claim account is an example of this. I am coming back 
on this special insurance in a moment.

To decrease the number of traffic accidents both inform
ation and research are required. Folksam  together with the car 
owners’ co-operative movement in Sweden pays every year about 
100 000 Swedish Kr.—about $20 000—to promote research work on 
traffic security. All insurance companies in Sweden every year 
donate 2.2 million Swedish Kr. to the N.T.F.—that is a semi-official 
organization which works for a more secure traffic in Sweden. 
Folksam's part of this donation is over half a million Swedish Kr. 
We have also contributed 500 000 Swedish Kr. to “Deal-For- 
Youth ’67”, a three-year information campaign in order to prepare 
especially the young people in Sweden for the change-over to right- 
hand driving which will be introduced next year in Sweden. For 
this information campaign we have kept contact with the official 
so-called “Right-hand Traffic Commission” in Sweden.

As to Mr. Lemaire’s suggestion of a report to the governments 
of our respective countries in order to actualize measures to solve 
the problems of traffic security, I think that the actual situation 
and the conditions in our various countries are at present too 
different for such an action. There are differences not only concern
ing the forms of insurance, but also concerning the legislation about 
traffic security.

Regarding Mr. Lemaire’s question about penalties for drunken 
driving, I can mention that in Sweden an alcohohc concentration 
in the blood of 0.8 per mil causes the driver imprisonment. 
A concentration of between 0.5 and 0.8 results in a fine. And you
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can in Sweden be controlled by the police at any time, that is even 
when there has not been any accident.

The rapidly growing repairs costs was one of the reasons why 
Folksam  two and a half years ago took over a motor car repair 
plant in Vaxjo.

Our experiences from this plant run according to the most 
modern methods, induced us to set up a special repair committee 
together with other big insurance companies in Sweden. The aim 
of this committee is to build up a wide and strong basis for our 
demands on the motor trade to use cost-decreasing methods and 
to lower the prices of car-repairing. The result of the committee 
work has so far been very good.

On February 1st this year all motor insurance companies in 
Sweden introduced a new premium system which in certain impor
tant features is the same for all companies. The most interesting 
thing about this system is that the premium level is based on the 
cost of repair of the different makes of cars. I can without any 
overstatement say that this new premium system in its essential aspects 
is a result of Folksam’s initiative in the car repairing field. For 
car damage insurance the classification along different makes of cars 
has already given certain results. Since the first information about 
this classification was given, repeated contacts have been main
tained with representatives from the various motor car factories. 
These discussions continue and often result into constructive damage 
cost decreasing actions.

For the compulsory third-party insurance in Sweden the pre
mium classes are based on the prognosis from annual statistics. 
These statistics confirm what we previously knew in Sweden: that 
we need higher premiums for big cars and for sport cars. For third- 
party insurance we have a common bonus system with premium 
levels ranging from 100% down to 30% of the basic premium. In 
this connection I will mention that we in Sweden since the beginn
ing of the ’30’s have used the bonus system to favor the good and 
responsible car owners.

For car damage insurance we have now discarded the bonus 
system and changed over to insurances with deductibles ranging 
from 400 respectively to 1 000 Swedish Kr. I will also mention 
that for young drivers we now use an extra deductible of 200 Swed
ish Kr. for third-party claims and 100 Swedish Kr. for car damage 
claims. These deductibles are justified by the fact that young 
drivers represent a worse risk than other drivers.
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Now, about Folksam's motor insurance with claim account: 
Our experience in Folksam  shows that a comparatively small share 
of the motorists account for most of the losses; the majority are 
safe drivers, and they naturally feel that they have to pay far too 
big a share of the losses caused by bad drivers and that the con
ventional insurance in Sweden is not quite fair to them. We in 
Folksam  have found that motor insurance with claim account is 
the best solution for safe and responsible motorists. The operation 
of insurance with claim account can be outlined as follows; The car 
damage insurance applies for ordinary claims on the car in excess 
of 1 000 Swedish Kr. and for fire, windscreen, theft and car towing 
damages in excess of 100 Swedish Kr. This insurance is then com
bined with an individual claim account which is intended to cover 
the policyholder’s own losses up to 1 000 Swedish Kr. If the policy
holder has not paid enough money into his account he may borrow 
the rest from Folksam. In other words, losses below 1 000 Swed
ish Kr. will have no bearing on the premium, which explains why 
the rate can be held at a very low level. As a result no-claim 
motorists will largely avoid having to pay the losses of others. 
Furthermore, after a period of seven claim-free years they have a 
deposit of 1 000 Swedish Kr. This claim account insurance was 
introduced by Folksam  at the end of 1964, and from the beginning 
not so sucessfully as we had expected it to be. Perhaps the reason 
was that the insurance was brand-new and not at all similar to the 
conventional ones. Since this year when the new common premium 
system was introduced with deductibles in car damage insurance, 
safe motorists are keenly interested in our new insurance. The 
number of claim account policies in Folksam has more than doubled 
during the last five months and between 4 and 5 thousand of these 
insurances are now issued every month.

Of course we in Folksam  are very much satisfied with this 
result and should be happy if this particular form of insurance could 
be useful to other co-operative companies.

Mr. M. G a s t a l ; Mr. Chairman, dear Co-operators, Mr. Lemaire’s 
report has given me some food for thought. There is a question 
about the ratio between the number of cars and the number of 
accidents and the question of speed as the cause of accidents. There 
is one objection I should like to make with regard to the bonus 
and extra premium system, but let me say a few words about the 
causes of accidents to which we might draw the attention of 
the public authorities.
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French statistics have shown that, at least in France, the number 
of accidents is less on the increase than the number of cars which 
is in contrast to what is said in the report. So prevention of 
accidents has been effective to some extent and this makes it possible 
for me to make a suggestion, which is not a mere utopia. The 
increasing number of drivers gives rise to a problem of the lack of 
education which we find with many drivers and which is actually 
due to a lack of community spirit. The poor behaviour of the 
driver is contagious. Adequate education could do a great deal, 
especially for youthful drivers. I believe that we should insist upon 
this point, since as co-operators we are supposed to have this 
education at heart.

As to paragraph 3 of the report, 1 find that a problem is 
raised which is especially important in connection with the prob
lem of youth. I think that we should find here appropriate tech
nical means. Not only age is an important factor. Of course the 
variations of a premium may be an important factor, but there are 
other factors. There is for instance the road network, the design 
of cars, means to prevent accidents as well as injuries to the driver 
and passengers. Speed is certainly one of the factors which renders 
accidents more dangerous but speed is not the main cause. In 
France the limitation of speed on the roads has practically no effect 
due to a great variety of local rules. The majority of signs which 
indicate the speed limits are not taken seriously by the drivers. 
There are too many road signs which are put up by road contractors 
and the like; these signs remain in place a long time after the road
works have been completed, and effective action ought to be taken 
in this respect because violations of legislation in this field give rise 
to a lack of discipline on the part of drivers. On some roads speed 
is limited to as little as 45 km per hour and the police officers will 
not penalize drivers who go at speeds as high as 80 km an hour. 
In the urban areas theoretically the speed limit is 60 km per hour 
but the traffic police will observe without intervention cars going 
considerably faster. Then, all of a sudden some driver will be 
penalized merely because he does not know that the police have 
unexpectedly adopted a more severe attitude! So what we have to 
bear in mind is the need to rationalize speed limit and highway rules.

There are no comments I find necessary to add in regard to 
alcoholic intoxication. Mr. Lemaire mentioned that it is possible 
to withdraw driving licences. Such is, in fact, its main advantage. 
In France it is envisaged to make the acquisition of the driving 
licence more difficult. I think that this would be a very good meas
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ure to adopt, in regard to driving on the highways. Medical exami
nations are useless, I feel, because you cannot have them carried 
out every morning, which would be the only measure with a rather 
practical value.

There is not much to be said in regard to penalties. Of course, 
they are necessary and of course a different matter for each indi
vidual country. In France we see that when the holidays begin 
thousands of cars are going out on the roads, and this gives rise 
to a great number of fatal accidents; in order to counteract the 
violations of the highway code we have introduced a system of 
court-martial, right on the highway shoulder. In these courts, police 
officers can rule that a driving licence will be withdrawn on the spot, 
the driver having to go home by train or bus or to secure another 
driver for his car. These rulings can be passed on the basis of a 
mere police report. Of course, the driver concerned is often help
less, he has no adequate defence. As to penalties, I have little to 
add, each country having its own system. There is, however, one 
penalty which is energically promoted by the higher co-operative 
authorities in France: the application of a deductible.

As to the comments on page 5, important comments are made 
with regard to the education of drivers and especially of young drivers. 
The solution envisaged by Mr. Lemaire is perhaps not ample 
enough. I think that a no-accident no-damage bonus and the system 
of increasing premiums where damage has occured is perhaps in 
conflict with insurance principles based on the mutuality of risks. 
Very often bad drivers will rather make untruthful statements or 
switch to another insurer. If there is an increase of premiums 
this would have to go hand-in-hand with the obligation for the 
policyholder not to change his insurance company. But this would 
impair his rights to have a free choice of the insurance company 
he wishes to be insured with. I believe therefore that we should 
not include this among our recommendations. Now, to the road 
network. I think that we should see to it that all taxes which have 
to be borne by the automobile industry be used mainly for improve
ment of road traffic conditions. The construction of fairways is not 
a panacea but it certainly is an important factor. The improvement 
of the existing road network ought to be continued in the following 
respects: On the one hand, there should be a white or yellow side 
line in order to show a good delimitation of the road and shoulder. 
There should also be a clearly delineated line. Then a drastic reduc
tion of the number of road signals. These should bear pictorial 
representations rather than texts. Despite the considerable progress
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that has been made during the last few years, we see that drivers are 
confronted with a great number of difficulties when they have to inter
pret such road signs. More and more we see this difficulty arising in 
international traffic, so standardization is necessary, and of course the 
introduction of the right-hand rule in all countries will be very 
important. Our Committee will also have to consider the need for a 
general improvement of road pavement, and widening of grade cross
ings, and for the organization of intersections and the like. Of 
course we are not the first ones to think about the necessity of these 
improvements and we are not the ones who will provide the neces
sary credits, so this is a question closely related to auto-motive 
taxation.

And then as to the design of vehicles. This brings us to a 
problem which is directly related to the objectives of co-operation, 
namely the defence of the interests of the consumer. It is pointed 
out in Mr. Lemaire’s report that the price of cars has not kept pace 
with the increase of rising costs of living. In absolute terms the pri
ces of cars have been decreasing so that relatively speaking the 
prices of cars have been dumped. Why is that so? Well, in order 
to promote the sales the manufacturers have reduced their quality 
standards and they have given greater emphasis to performances 
of cars. In short, these are a mere rubbish. A modern car has an 
attractive appearance, it is racy, it is similar to a sports car and just a 
brittle. Very often the manufacturer will describe as a sports car a 
car which is actually a normal passenger car. To-day it is possible 
for any person to purchase a very fast car which will not have the 
necessary roadability and other qualities, so the life and limb of the 
consumer is endangered due mainly to the profit motives of the manu
facturers. In our day and age the buyer of a new car is expected to sell 
his car after two or three years. Perhaps the owner of a second-hand 
car will be more careful in treating his car, but his car will be from the 
start a dangerous vehicle. Very often the owners of second-hand cars 
are novices at the steering-wheel and thus will endanger the public, 
not to mention the subsequent users of the car. The present system 
practically forces the public to buy a new car every year, it forces 
them to overspend and this again is not in the interest of the con
sumer. The prevention of accidents could also be promoted by the 
manufacturers of accessories. To-day we have scientific means in 
order to avoid the driver’s eyes being dazzled by car headlights by 
using polarized glass. Research in this field has been carried out but 
has had no practical results. It was alleged that the improvement
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of headlights and windscreens would be too expensive. But is there 
a price for human life?

Apart from this, there is another problem and that is the prob
lem of traffic lights. The proliferation of publicity signs, fluorescent 
tubes used for advertising, create great confusion because these lights 
have often been mistaken for traffic lights or for the lights of cars. 
Instead of having red brake lights it would be better to have blue 
ones because they could not be mistaken with other lights, red 
being reserved for the normal traffic lights. Also legislation should 
be adopted with regard to any fluorescent tubes used for publicity 
at the side of the road. Taillights should be blue instead of red so 
they are less easily confused with other lights, the red-colored lamps 
being reserved for traffic signals only. As to accessories there is also 
the problem of the bumpers, the distance of which from the road 
surface should be standardized otherwise the bumpers are nothing 
but an embellishment to the car but do not provide any added 
safety.

Apart from that we have the problem of financial penalties 
imposed upon persons who have caused accidents or damage. A 
deductible ought to be compulsory as well for material damage as 
for injuries to people. In the field of physical injuries there should 
be a guarantee fund similar to what we have in France. Let me not 
conceal that the present legislation in the international field is an 
obstacle in the way of applying the system which consists in paying 
only as of a certain amount on the international level. Very often 
there is a tendency for us to think and to say that it is the insurer who 
will pay in the final analysis and therefore it is not necessary for the 
driver to be too cautious. I think that this is an avenue which would 
make it possible for us to increase the driver’s consciousness of 
the need of doing something for safety.

I am very thankful to Mr. Lemaire for his very constructive 
and detailed study and I apologize for having imposed so heavily 
upon your time. Thank you very much.

Mr. B i n d e r : Just this morning I received an analysis of the third- 
party liability claims of our motor insurance department, and I have 
some figures here which I am certain will be of interest for our 
corporation. We can see, as usual, that the average costs of a claim 
which one of our insureds has outside the frontier of our country
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is about 230% of the average cost of the claims inside the country. 
And we also see that the provinces of Austria, which have a very 
heavy transit traffic—in Tyrol, for instance, between Germany and 
Italy—also have a much higher claim ratio, and the provinces, in 
the east of Austria along the iron curtain have practically no transit 
traffic and a very low claims ratio. We had an average claim ratio in 
the year 1965 of 22 claims per hundred insured. In Tyrol there 
were 30, in the Burgenland along the Hungarian frontier there 
were 9. Both the higher claim ratio and the higher average costs 
outside the country show that this is a point which is ill. I consider 
it as one of the most encouraging features in this Committee, that 
co-operative companies at least in Europe have up to now estab
lished a very good collaboration concerning the settlement of motor 
car claims. I think these higher average costs outside the country 
show that this collaboration should be widened out and intensified. 
And the figures which show that the international transit traflBc is 
the cause of a higher claim ratio suggest that it is necessary to 
integrate the trafiic rules in all countries. May I give an example? 
I do not mean only the trafiSc rules on paper, but the traffic habits, 
the traflSc rules in reality. We have much traflic in Austria of 
German tourists, both tourists and trucks. In our country when 
you come to a crossing, you have a red light and you stay, then 
the light will turn yellow and then green; only when the light has 
turned green the traffic starts again. In some parts of Germany it 
has become a habit already to start when the light is still yellow, 
because the time lags are shorter there than in Austria. And the 
German tourists who do not know that they have longer time lags 
start also here with the yellow fight and cause heavy crashes on 
the crossings. I think it is a task for us to work for the integration 
of traffic rules and traffic habits in Europe as a means to diminish 
the cost of claims and to spare the lives of many.

Mr. P e d e r s e n ; Mr. Chairman, first I should fike to express my 
thanks to Mr. Lemaire for his impressive report and his most inspir
ing presentation or it to-day. Motor insurance is an insurance com
panies’ headache in Denmark too. For many years, however, we 
were satisfied with a thorough and steady development in this line, 
but in the late ’50s and the early ’60s we came to a turning point. 
A very big increase in the number of motorists caused a steep rise 
in the frequency of claims, at the same time as inflatory price and
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salary development accelerated. Competition between the repair 
shops was ruined owing to the shortage of repair shop capacity and 
scarcity of labor. The result of this was that the Danish motor 
insurance companies had to bear enormous losses. On top of this 
the competition between the companies sharpened, which made an 
effective economic reconstitution difficult. The development in 
Denmark must therefore be said to confirm the experiences gained 
in other countries, namely that the problems in the branch are so 
complicated that they cannot be solved by traditional insurance 
methods but demand co-operation between the companies in spite 
of the competition that does exist and must exist between the indi
vidual companies.

Better results in motor insurance can radically be obtained by 
greater income or by smaller or at least not increasing amounts 
on the debit side. Or a combination of these two. The idea that 
the insurance companies should restrict their business to meet rising 
prices and costs, and just increase their premium rates to cover these 
is undoubtedly old-fashioned to-day. Increases in premiums are 
not popular and usually give rise to more or less deserved criticism 
about the insurance company’s premiums policy. It is necessary 
that the insurance companies cover themselves against normal 
inflatory rises in costs and I am completely in agreement with 
Mr. Lemaire when he suggests an automatic index adjustment, and 
I can inform you that the motor insurance societies in Denmark 
have just decided to introduce such an index adjustment of the 
premiums based on increases in salaries. The consumer is familiar 
with such automatic adjustments based on an index scale and in our 
opinion will also accept a rise in insurance premiums on this basis.

I also agree that the rating must be just and that the careful 
drivers must be considered. In my opinion the competition inside 
the branch will in the future be concentrated on the good risks. 
With regard to the very bad risks, for example, new drivers, it also 
seems reasonable that these persons should pay a higher premium, 
and a new idea has just been carried out in Denmark on this point. 
With nearly all Danish companies the new drivers pay an extra pre
mium of 40% the first year. On the other hand, we have hesitated 
in introducing special agreements for young drivers although there 
is nowadays a report which shows with certainty that such a step 
is necessary. But, with the ordinary new-driver supplement which 
I have just mentioned young drivers will also be concerned. Drivers 
who are well known to be a particularly bad risk present a special 
problem. Naturally, the individual company will make special
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arrangements for these drivers, but until now it has been possible 
for these people to change from company to company so that it was 
impossible to charge them as they deserved, simply because the 
companies did not have a common file for these sinners. The 
Danish companies have now agreed that these conditions were dis
graceful, and a general black-listing system has just been introduced 
in their common interests.

Administration expenses are a heavy item, and as an insurance 
man I am pleased to note that insurance companies lead in the 
efforts to keep these expenses down through rationalization and 
automation.

Without digressing further on this, I would like to mention 
that there is a good basis for co-operation between companies on 
this point too. If we look at the losses we must face, the fact is 
that our chances of influencing the number of accidents are not good. 
It is correct that results could probably be reached through co-opera
tion between the insurance companies and the authorities. The 
companies have comprehensive statistical records and it would be 
natural to offer these to the authorities for use in road and traffic 
planning and in ordinary traffic propaganda.

It has been said that a deterrent can be found in the setting 
of tariffs either through deductibles or bonuses. As far as I can 
see, one cannot deny that both have a certain deterrent influence. 
But I do not think too much stock should be set on this. However, 
a deductible will undoubtedly cause the withholding of a number 
of claims which is obviously an advantage. In any case, the tariffs 
must be set so that drivers find it worthwhile to manage minor 
damages themselves, so that these do not become a burden through 
administration costs. The largest saving which can be made on the 
loss account is probably on car repair expenses. Our company has 
always led a consequent line of action in estimating the damage 
at the repair shops. We have been lucky enough to have a large 
and efficient staff of assessors and we established principles to as
certain that we pay the correct price for a given piece of work. 
1 can mention, for example, that we have definite rules stating that 
all damage has to be surveyed before the repair work begins. These 
estimates are controlled by random investigations from the technical 
accounts department. This work is carried out relentlessly and we 
should mention tha/ M.L.U. has pioneered in this field in Denmark.

Meanwhile it must be admitted that there are many problems 
in connection with repairs which an individual company is unable 
to handle alone. For example, we are completely powerless in
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controlling the rise in hourly wages just as any simple company 
is even if it, like M.L.U., represents 25% of the market. It would 
not be able to insist on changes in out-of-date repair methods. 
Using Folksam’s experience in Vaxjo as a basis, we approached 
other companies at the beginning of last year for collaboration on 
this point, and the question is now so well settled that it can be said 
that most of the Danish insurance companies co-operate very well. 
It is obviously too early to say anything at all as to how this 
technical co-operation will affect the expense developments, but I am 
sure that considerable results will be achieved. As an example of 
this I should like to conclude by mentioning the concerted action 
which the Danish insurance companies took this year when several 
repair shops raised their prices to a degree we found totally 
unreasonable. The story is this; On 1st March a rise of 40 0re per 
hour was given to motor mechanics all over the country, partly 
because of a rise in the costs of living and partly as compensation 
for shorter working hours. In our opinion this 40 0re should have 
given a maximum rise in the gross prices of 1 Krone per repair 
shop hour. That is to say an addition of 150% to general costs. 
These additions to general costs must be considered to be more 
than sufficient as we wanted to cover the repair shops which had 
previously kept their prices down. Meanwhile about 400 repair 
shops decided to raise their prices by a considerably larger amount, 
in some cases as much as 3 or 4 Kroner. The insurance companies 
refused to accept this and when several repair shops would not 
reform thier attitude we informed them that we were no longer 
able to offer them repair work. The conflict lasted a few days and 
petered out into new negotiations in which the repair shops con
cerned submitted to our point of view.

Mr. R it t n e r : In the German Federal Repubhc as elsewhere there
is a continuous increase in the number of motor vehicles. Also 
the trend in favor of larger vehicles is still continuing. The owners 
of motorized two-wheelers change over to cars and the owners of 
small cars are now trading in for medium-sized cars. The auto
mobile industry, for instance the 1967 Volkswagen production pro
gram, is putting more power into the engines, from which follows a 
further increase in road speeds.

West Germany’s still continuing prosperity makes it possible for 
larger and larger groups of the population to buy cars in spite of 
slightly rising car prices.
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Young people are more and more striving to become motorized. 
The comparatively low prices for used cars give them this possibility. 
From press reports we know that, when analyzing big-city traffic 
accidents over a one-month period, drivers in the age-group from 
18 to 24 years cause most of the accidents involving deaths and 
severe injuries and that most of these accidents occur during the 
free week-end.

Higher wages and costs of material as well as the effects of 
more and more expensive court decisions have brought about a 
marked increase in the expenditure for accident indemnity. As long 
as this increase continues together with a general increase in the 
cost of living, it will be unavoidable to further raise automobile 
insurance premiums, as it is unlikely that any other factors might 
reduce damages to such an extent as to eliminate this tendency.

It is our duty however, to safeguard that premiums are com
mensurate with this development in order to ensure fulfilment of 
the contractual commitments at any time in the well-understood 
interest of the victims of the road and of our insured. The meas
ures taken by the insurers with a view to stopping or reducing the 
staggering rate of damages must remain inadequate for themselves. 
They can only be contributive to an all-out effort. The most effec
tive measures for preventing motoring accidents must be ruled by 
the public, that is to say, by Government acts and ordinances, by 
their traffic and transport policy, by their safety and road construc
tion programs and by their direct influence on the automobile indus
try and its products.

However, the example of Folksam, Sweden, has shown that the 
insurers need not restrict their activities to taking part in accident 
prevention schemes. Folksam’s efforts aimed at reducing repair 
costs by setting up workshops of their own are very promising, and 
I know also from the Wiener Stddtische that they are trying a new 
approach in reducing the cost of damages at places where the num 
ber of insurance contracts is sufficiently high. We in West Ger
many just begin with some smooth appeals to automobile repair 
shops.

We award our policyholders for accident-free driving by a 
twofold bonus-system. I t takes the form of a direct discount right 
from the beginning and a supplementary reimbursement at the end 
of the financial year in case of a technical surplus.

In West-Germany the premium tariff calculations are submitted 
to the authorities for approval. They are calculated on the basis 
of statistical results and official guide-lines so that the German author

92



ities are always fully aware of the situation in motor insurance 
business.

The main causes of severe road accidents in West Germany 
are as follows:

(1) Excessive speed;

(2) Overtaking against the rules;

(3) Drunken driving;

General speed limits exist in built-up areas. On Autobahns 
and other public highways outside of built-up areas there are—with 
just a few exceptions—general speed limits only for some categories 
of vehicles, for instance trucks and buses, and cars with house- 
trailers. The introduction of a general speed limit for all vehicles 
on fairways and Federal Roads has been much discussed, but will 
probably not pass legislation because there are quite a number of 
arguments against such speed limit, so for instance, that according 
to the German Federal Office of Statistics, 70% of all accidents in 
past years involving casualties occurred within built-up areas and on 
municipal streets, against only 30% on Autobahns and Federal 
Roads outside of built-up areas.

Where in special cases already existing speed limits are exceeded 
(which happens unfortunately far too often) the only remedies are 
efficient road control and harsh punishment.

In Germany motorized vehicles may be driven only after 
obtaining an official driver’s licence. This licence is not issued 
to persons under 18. A recent innovation is the inclusion of an 
official optimetric test which must be passed satisfactorily before a 
driver’s licence is issued.

Drunken driving is countered in West Germany by a more 
relentless application of the law, “intoxication at the steering wheel” 
being made to be understood as a criminal offence within frame
work of the German criminal code.

The Second Act to Ensure Road Safety of Jan. 1965, is a means 
of enforcing more rigorous penal provisions. In particular the 
harsher prosecution of ‘alcoholic offences" accounted for a marked 
decrease of road accidents during the first half of 1965. Unfortuna
tely, in the second half of 1965 the road toll was up again. Since 
then this Act has worn off its edge. German legislation provides 
for forfeit of driver’s licences and keeping offenders from the wheel 
by enjoinment.
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Such enjoinment means short-period banning from road traffic, 
while forfeit of a driver’s licence is usually decreed for longer periods 
of time.

As to West German experience the fixing of premiums accord
ing to horsepower categories has proved to be a useful expedient, 
since investigations made for each H.P. category have shown that 
the total results coincide with the overall statistics. Other charac
teristics would of course also be of indicative value for risk assess
ment, such as the subjective risk that figures particularly in the 
United States motor car insurance business. In West Germany 
further complex investigations into this matter are still under way. 
As far as I know it is in Sweden and France that younger car- 
owners in the age-group from 18 to 24 have to pay higher premiums 
than those over 24, in cognizance of the fact that mainly the juvenile 
drivers are involved in high-cost indemnity cases. But what about 
the fact that very often the insured who signs the contract and 
the driver are not the same person?

Total statistics of West Germany show that private car involve
ment in damages is far higher in big cities than in medium-size 
towns or in the country. When calculating premiums according to 
the true incidence of damage claims, it is therefore necessary to 
fix premiums at different levels firstly for car owners living in cities 
above 100 000 inhabitants, secondly for those in towns having a 
population of 5 000 to 100 000 and thirdly for policyholders living 
in the countryside. This situation will reflect premium assessments 
in Germany in the near future. The present tariff scheme allows 
for premium reductions for private cars and station cars only if 
the owners are resident in towns of less than 5 000 inhabitants; 
similar reductions apply to vehicles of public utilities and their 
employees.

Road vehicles in West Germany are officially inspected at 
regular intervals for road worthiness. Nevertheless, there is no 
foolproof guarantee against the roads being used by vehicles with 
technical defects. As a rule, older vehicles will develop more 
defects than new ones. American scientists of some reputation 
have therefore arrived at the conclusion:

“The danger of meeting death in a car grows in proportion to 
its age.”

Incidental to many accidents in West Germany is the fact that 
fairways, Federal Roads and other highways in their present condi
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tion can no longer cope with increasing traffic. It is therefore 
imperative to promote further road construction programs.

More intensive traffic control by the police and other author
ities would also be desirable to reduce the accident rate.

Summarizing it can be said; We are trying to use our influence
on the Government institutions and public authorities with a view
to bringing about improvements in road traffic by sound laws and 
official measures and by intensified road construction. We appeal 
in public to the automobile industry to build safer cars and to 
increase their roadworthiness.

The insurance companies as a whole take also a direct influ
ence on accident prevention, road safety campaigns, etc. and thus 
try their own best to keep this line of insurance business on a sound 
level.

The Christopher Foundation each year awards cash prizes 
to individual journalists, newspapers, magazines, etc. which have 
made a major effort to the accident prevention drive in road traffic.

West German insurance companies take a particularly effective 
influence on the traffic situation through their Office for Accident 
Prevention. This office has a staff of twenty, including several 
graduate engineers, and advises municipalities and counties free of 
charge on the elimination of crucial danger points, for instance in 
straightening out curves and improving road sections with sub
standard visibility conditions, etc. This accident-prevention office 
maintained by the insurance companies also takes independent and 
unsolicited action whenever the insurance companies call attention 
to danger spots where accidents recur at an alarming rate. The 
work done by this office is supplemented by money gifts for 
accident prevention, by maintaining a film documentation center 
made available free of charge to the police, to public authorities, 
schools and associations and by public lectures and educational 
work.

The insurance companies are also rendering active support 
wherever new accident-prevention methods are to be tried out and 
finance tests that may be necessary.

But in particular we reward our “accident-free” drivers; Already 
after one year of “accident-free” driving the policyholder is granted 
a 10% rebate on his annual premiums, after two years this rebate is 
increased to 30% and after three years without accident involvement 
he need only pay 50% of the regular annual premium amount for 
third-party liability insurance.
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Owing to a wholesome and reasonable balance between the 
public interest and the requirements of the insurance industry in 
our country automobile insurance in West Germany is, on the whole, 
quite intact and on a sound level. But we shall have to use good 
sense, skill and experience to keep it that way.

Mr. C h il c o t t : Mr. Lemaire asked that we share any opinions
we had on the problems mentioned in his paper. He certainly has 
done an outstanding job on the basic problems that seem to plague 
all of us involved in motor car insurance.

We think he has placed proper emphasis on:

1. Inadequate highway engineering and design.

2. Increasing percentage of young drivers in the total driving 
population;

3. Rising medical and repair costs;

4. Inadequate enforcement and punishment.

And we seem to be having all of these problems in our country 
—even what seems to be more than our share of them.

There are two or three others about which we are much con
cerned, and to which some efforts toward the correction are being
directed:

1. Inadequate highway engineering and design.
2. Auto design that is not as safe as it could be. On this one, 

incidentally, legislation is being considered by both houses of our 
Congress which will require auto makers to include certain safety 
features (yet to be determined) on automobiles starting in 1968. 
These safety features are intended to help eliminate accidents result
ing from faulty mechanism and also to have automobiles so designed 
that once an accident does happen, the resultant injuries would 
not be as severe. These include such possibilities as collapsible 
steering wheels, padded dashboards, collapsible front ends, etc. And 
while many insurance people believe that the majority of the prob
lem centers on the driver, these safety features that are supposed 
to be installed on all 1968 and future models, may contribute some
thing to reducing the number and severity of accidents.

Mr. Lemaire commented on the matter of rating by horsepower 
rather than by size of vehicle or driver skill. As you know, in the 
United States we have generally followed a system based on charac
teristics of the driver (age, sex, marital status, use of car, and place
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of principal garaging), but we are in the process right now of 
researching the matter of the effect of horsepower, and 1 am sure 
we will be glad to share any results of this research with the com
panies represented here.

3. There is another suggestion we have for your consideration. 
We would recommend that you consider an International European 
Insurance Institute for Highway Safety to ally itself with the Euro
pean Economic Community and the European Free Trade Associ
ation. The purpose would be to develop uniform international pro
cedure for handling traffic and traffic violations. The suggestion is 
based on the Insurance Institute for Highway Safety that was 
started in January of 1959 in the United States by the three major 
insurance trade associations. The 1965 budget of this organization 
approaches $2 000 000. Its major function is providing direct 
assistance and funds to officials and citizens of selected states and 
qualified state citizen safety organizations and to national traffic 
safety organizations to achieve a highway safety action program 
implemented by state and local governments. 33% of their budget 
is involved with direct assistance to states and financial support 
to citizens safety organizations, and 53% for financial support to 
national traffic service organizations.

Activities include such things as counsel and advice; and funds 
to improve police traffic supervision, school traffic safety education, 
public safety education, traffic courts, driver licensing, accident 
records, traffic engineering, and periodic motor vehicle inspection.

There are a couple of other questions, that, if there were time, 
I would like to hear discussed;

1. I am not familiar enough with your liability systems in 
the various countries to know if this question is appropriate, but 
I wonder if any consideration is being given in any of the countries 
to a compensation system for automobile insurance as compared 
with the excessive verdicts that result from the tort liability system 
in our country.

2. And second, whether any efforts have been made at policy
holder involvement in coping with the increased number of traffic 
accidents.

Again thank you, Mr. Lemaire, for your thougt-stimulating 
presentation.

Mr. M a t h e s o n ; Mr. Chairman, Ladies and Gentlemen, due to the 
number of fine comments which have already been made I will
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attempt to limit my remarks and I shall at least also attempt not to 
cover some of the points which have already been made. The 
motor insurance problem in our country is so severe that the recom
mendations proposed by Mr. Lemaire have been already accepted 
almost in their entirety. Now unfortunately we still have an auto 
insurance problem. This takes nothing away from the points made 
by Mr. Lemaire. In fact the experience which we have had of the 
points which he has mentioned is very valuable, and I do not know 
where we would be if we had not adopted these. But even the 
adoption of these methods has in itself produced some side prob
lems. For example, as our rate classification becomes more special
ized and enables statistics to be made available which inform under
writers on the experience of very specialized groups, we find that 
our companies become more selective in their underwriting and 
two things are happening. One is that the group with an unfavor
able accident experience are having a very drastic increase in their 
rates, and secondly many of them are finding it very difficult to 
obtain insurance at all. This is creating great public pressure as 
these people go to the authorities and object, particularly if they 
are unable to get service, and even if they feel that the rates have 
become unusually high. It is natural then that the authorities will 
not consider the accident experience and the claims cost but will 
look very critically at the operating costs of insurance companies. 
And I am sure that no one in this room has to be told that govern
ment people listen to such arguments much more easily than to 
our claims for safety legislation. Though, some years ago in our 
country it was considered normal that 50% of the premium dollar 
go out in claims and 50% be allowed for expenses. About 15 years 
ago the insurance industry adopted a formula for the division of 
the premium dollar to be used in computing standard rates which 
allowed for 63 cents of the premium dollar to go in claims with 
37 cents left for expenses. This year that formula has been revised 
to 67 for claims, 33 for expenses, with the forecast that in 1970 it 
will be 70 for claims, 30 for expenses. And I will be prepared
to go further than that and say that within ten years some com
panies, not the average ones but those who are leading the way,
will be conducting auto insurance at an expense ratio of not over
25%. Now if as co-operative insurance companies we have a 
responsibility to keep up with trends of this nature, surely as 
consumers’ representative groups we have a responsibility to be 
leading the way. And how are we going to do it? I would like to 
suggest very briefly to you that we are not going to do it by attempt
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ing to introduce minor improvements in the things which we are 
now doing. We have to be prepared to look for radically new 
methods, we have to be prepared to deal directly with the consumer 
and maybe let him have a self-service basis to the greatest possible 
extent in order to reduce the expenses. We have to be willing 
maybe to give up some of our sacred cows within our offices, and 
to be willing not to reduce but eliminate entirely some of the 
expenses which we now have. We may have to take an entirely new 
look at the way we collect premium dollars. For if we are going 
to get down below a 25% expense ratio, it has to be done in a 
radically new way.

And the second point—and the last, you will be glad to know— 
is the one which was just touched on briefly by Mr. Dick Chilcott. 
That is the involvement of policyholders. It is amazing to me 
that as co-operative companies we have so sadly neglected an area 
in which we should have a special competence. For we are policy
holder companies. Now I know that it is very easy to state that 
it is impossible to involve policyholders. I do not have to be told 
that here because I hear it within our own companies. But 1 would 
like to say as briefly as I can that 1 am not prepared to accept that 
statement, for we have already on a limited scale, some evidences 
that policyholder involvement works. And it works not only over 
the problems of getting these people involved; it works over our 
natural reluctance to give the policyholder a responsibility, a real 
say in what is happening about auto insurance. I will just say 
this, that in using that principle alone in one of our larger cities 
about seven years ago we started to insure taxi drivers, and I guess 
the taxi drivers in that city would be comparable to some that I 
have seen in Vienna—they are not the best risks in the world. At 
the present time we are insuring 95% of all the taxi drivers and 
owners in that city. They are doing all their policying, they are 
establishing their own regulations, they are looking after their own 
safety program completely and all we tell them is that premium is 
based entirely on their own records. This works. And I hope that, 
as we have extended this to other large consumer groups and found 
that even though you cannot involve very many of your policy
holders in large consumer groups, actually in this job the fact that 
their representatives are involved and the fact that the represent
atives from a consumer organization or a producer organization 
are explaining the insurance problem to them, these policyholders 
are then accepting that story in a manner which they do not accept 
from insurance representatives even if those insurance represent
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atives are from a co-operative company. This is one area where 
I think there is very much to be done.

Mr. V a n d e r b e e k : 1 will confine my comments to the insurance
portions of Mr. Lemaire’s report.

The author’s concern about the use of horsepower as the sole 
rating base is well founded. A satisfactory rating base must be a 
good indicator of the probable frequency or size of loss. Horse
power, standing alone, is not a good indicator of either. Horsepower 
may even prevent accidents in many cases, since more power results 
in more manoeuvrability when a dangerous situation arises. Acci
dents are not caused by powerful engines, but by the driver’s unwise 
use of the power. It is a well known fact that the vast majority 
of automobile accidents are caused by driver error, and not by the 
condition of the vehicle.

Of course, an unskilled driver with a fast car can do more 
damage than the same driver with a slower vehicle, but this is a 
minor factor in total accident costs. In any case, the horsepower 
is only one factor in determining the potential speed of a vehicle. 
Others, such as weight and gear ratio are also important.

Horsepower was used as the rating base in the U.S.A. from 1917 
until 1919 [1] *. It has not been used since the latter date, except 
for the 10% discount now allowed for compact cars. This discount 
does not usually apply to sports cars, but to small, basic trans
portation vehicles. The actuary of the largest auto insurer in the 
U.S.A. indicates that loss experience tends to justify the discount, 
except on collision coverage [2]. However, the good claims experi
ence of these vehicles is probably due more to the characteristics 
of their drivers than to the characteristics of the vehicles. Compact 
cars are light in weight and underpowered in comparison with other 
vehicles. Consequently, they are not purchased or driven by per
sons who habitually drive at excessive speed or for long distances. 
Also, compact cars are frequently bought as a second car in the
family, and are used less than the larger cars.

The major classification criteria used in U.S.A. at present relate 
to the skill of the drivers and the purpose for which the vehicle is used. 
It is not practical to test each driver to determine his skill because of 
the expense involved and the subjective nature of such tests. 
Drivers are classified into groups according to readily determinable
characteristics which seem to indicate their skill.

* T he figures in square brackets re fer to  Exhibit 16, p. 166.
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The principal characteristic used is age. Statistics indicate that 
accident frequency is greatest at both ends of the driver’s life cycle, 
and lowest in middle age. Sex is a factor in that young female 
drivers have fewer accidents and are charged lower premiums than 
young males. Young married males are less accident-prone and 
are charged lower premiums than young unmarried males. One 
major insurer [3] grants a rate reduction for students who maintain 
high grades in school, on the theory that they spend more time 
studying and less time driving than their fellow students. Several 
insurers are using psychological tests as a device to determine the 
accident proneness of youthful drivers. The limited statistics cur
rently available indicate that psychological testing is an effective 
classification method.

Drivers are also classified on the basis of their driving rec
ord, considering both auto accidents and traffic law violations. 
Mr. Lemaire appears to view the bonus/malus rating system as a means 
of reducing insurance costs to the members of co-operative organi
zations and an incentive to safe driving. All available evidence 
indicates the system is not effective in either respect when applied 
to the general public. The bonus/malus system could result in 
lower insurance costs for co-operative members as a group only if 
co-operative members as a group are better drivers than the general 
public.

Bonus/malus rating plans have been used in many countries [4] 
as a means of redistributing the cost of insurance. That is, a means 
of requiring bad drivers to pay a higher premium, while giving a 
reduction in premium to better drivers. However, the total cost 
to the public at large has not been significantly changed. In fact, 
the additional expense of administering the more complex rating 
plan probably equals or exceeds the reduction in claims cost.

One actuary [5] observed a reduction of 50% in the number 
of small claims reported among members of the maximum bonus 
groups in his country. However, the average claim paid in this 
group increased sharply, so that the monetary claims were reduced 
by only 5%. This clearly indicates that the drop in reported acci
dents did not represent an actual improvement in safety. It resulted 
from the failure of persons insured to report accidents when the 
amount of the claim was less than the amount of premium penalty 
to be incurred as a result of the accidents. Even this improvement 
was largely restricted to the maximum bonus classes, the better 
drivers. The malus classes, where improvement is most needed, 
showed no significant improvement.
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I have been unable to locate any study dealing with the extent 
to which bonus/malus plans motivate drivers to improve their 
driving habits and skills. However, statistics are available to show 
that drivers who are in the higher rate classes because of past 
accidents or violations tend to stay in the same classes because 
of continued poor driving records [6], It is not surprising to find 
that the risk of higher premiums does not motivate unsafe drivers 
to improve. They have already accepted the risk of the much 
greater losses of fines, imprisonment, vehicle damage, injury and 
death.

There is one area in which insurers may be able to bring 
about some small reduction in claims through rating practices. 
The classification of brands of cars for rating purposes according 
to their built-in safety devices could bring some pressure on manu
facturers to improve their products. The factors considered would 
have to be basic safety devices (e.g., disc brakes or pop-out wind
shields) which could not be rendered inoperative by the operator 
through lack of use.

In conclusion, it seems unlikely that co-operative organizations 
can, through rating devices, bring about any major decrease in the 
claims portion of the auto insurance premiums of their members 
as a group. Any substantial reduction in insurance costs must 
come from more eflBcient methods of marketing and processing. 
Rating devices can be used to redistribute the cost of insurance 
among individual members so that each person pays a premium 
more nearly in proportion to the amount of loss he will probably 
cause.

Mr. D in n a g e : All of us who are involved in writing Motor insur
ance find that this is the most difficult class to control.

The position in the U.K. is somewhat difi'erent from many other 
countries. First of all. Third Party insurance is compulsory but 
the bulk of motorists take out Comprehensive cover which includes 
damage to the owner’s car as well as damage to the other party’s 
car and also, of course, any personal injuries liability. You should 
bear this in mind in listening to the remarks I am making.

The British Insurance Association two years ago invited a firm 
of Business Consultants—McKinsey & Company—to make a 
thorough investigation into all aspects of the business. As the 
C.I.S. has the second largest Motor account in the U.K. I was 
appointed as a member of the Steering Committee and as a result 
have spent many hours at many meetings trying to resolve the
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problems which emerged from the investigation. The Report has 
not been made public so I cannot give you an outline of McKinsey’s 
recommendations.

Many of them would require market unanimity, which it would 
be impossible to secure—maybe if Great Britain joins the Common 
Market and we are all put into a straight-jacket unanimity will be 
secured.

For example, most British Motor underwriters agree that the 
no-claims discount is not a satisfactory method of rewarding good 
drivers and yet because a number of fringe companies (one of which 
has just failed) insist on quoting high no-claims discounts, the larger 
offices have been forced to increase their no-claims discounts in 
order to retain their business because the public still feel that 
this is the best system. This has been coupled with an increase 
in premium rates but the net effect will not produce any increase in 
premium income and the policyholder with four years free from 
claim will have a discount of 60%.

Out of the net premium of 40% the Office has to meet expenses 
and pay claims which will still arise. We are in fact getting to 
the state of non-insurance because it is estimated that in Great 
Britain a large proportion of policyholders meet their own claims 
up to £50 in order to retain their No-claims discounts, otherwise 
such high discounts would not work.

As Mr. Lemaire indicates, young drivers in any car are bad 
risks and in sports cars or hot-rods are even worse risks.

This has been recognised in the United Kingdom where we have 
recently raised rates for young drivers and have put a £25 accidental 
damage excess on drivers under 25 years of age. Personally I 
don’t think this excess is heavy enough.

Mr. Lemaire will be interested to know that the British market 
has now decided to abandon the horse-power (c.c.) rating and cars 
are rated on the basis of the experience which the market has had 
of various models. This does not mean that size of engine has no 
bearing on the rating but it is now only one of the factors.

It is hoped that this may force manufacturers to pay attention 
to safety factors and repair costs because it will obviously be more 
difficult to sell a car if it is known that it carries a higher insurance 
premium than another somewhat similar car. This is something 
insurers can do to increase safety measures.

As regards the control of repair costs, I am sure our Swedish 
friends will have something to say about this. We in England— 
and I don’t just mean the C.I.S.—have been very interested in
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Folksam's experiments and may follow suit {Manchester Guardian 
article).

Despite what Mr. Lemaire says, the accident rate is not the
same in all countries. It is lower in the United Kingdom than in
many other European countries. This may be due to the propor
tion of cars per head of the population but I also think that the 
issue of driving licenses has some bearing on the matter.

Until a person has passed the driving test he can only drive 
a car if he has an experienced driver in the passenger seat and 
even then has to have a large red letter “L ” for Learner, at the
front and back of the car.

In addition to learning how to drive, he must be familiar with 
the Highway Code.

The Driving Test is quite severe and very few people pass it 
first time, which means that the most inexperienced drivers are kept 
off Motorways, etc.

Further, when applying for a Driving licence one has to make 
a declaration as to health and hearing and eyesight. Medical 
examination is not required but some Offices ask their policyholders 
over age 70 to secure medical evidence as to their fitness to drive.

It may be difficult to measure the effect of these restrictions but 
surely they must do something to control accidents.

Perhaps our Swedish friends can tell us what effect the alcohol 
restrictions have on claims in Sweden.

There are, of course, other factors which must be considered 
if we are to keep the cost of Motor insurance down—claims super
vision, expenses of administration, including salaries and com
missions.

In the United Kingdom there has hitherto been a dearth of 
statistics but I am glad to say this is now remedied as a result of 
the availability of computers.

The C.I.S. has been working for about a year on a full statis
tical analysis of our business and we have now joined with four 
other large Offices to start a Pilot Scheme for a National Statistical 
Bureau which, if successful, will be extended to include the whole 
market.

In my opinion this will probably be the most helpful step 
towards road safety as well as towards a more realistic basis of 
rating.

At present there are many theories—e.g. that speed is the most 
important factor in causing accidents. This may be only partly 
true—it is probably speed in certain condtions or on certain types
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of road. We have limited the speed on all our Motorways to 
70 m.p.h. but there is a great deal of dispute as to whether this 
is justified. With the aid of more detailed statistics this and other 
problems may be solved. At present many of the theories are not 
fully proved.

My recommendation to Governments would be to encourage a 
statistical approach to all motoring problems and then make people 
face facts. Also to follow the example set by Folksam  in establish
ing a repair centre.

C h a ir m a n : We have had a very good discussion. 1 do not want
to close it unnecessarily, but time is getting on and Mr. Lemaire 
will be making some comments on the various contributions which 
you have made and which have all been most interesting and 
valuable.

Mr. Henri L e m a ir e : I feel rather self-conscious at the unexpected
success of my paper. We thought we should close down this 
morning, but it is now 4 p.m. and I could not possibily reply and 
criticize each and every comment. You brought a lot of valuable 
information here, and we will study it with great pleasure when the 
Minutes of this Conference will be compiled.

Several speakers are of the opinion that a lot of things ought 
to be done, as I gathered from their comments. For instance we 
should have better roads. This is true. But the problem is not 
ours. Some say that the money from the taxes ought to be used 
for improving the road network. Unfortunately this is not our prob
lem once again. Nowadays it seems to be difficult getting influence 
with the authorities. Anyhow, we can tell them: we want a pre
ventive action in the line of safer cars. I heard with great pleasure 
that in the United States they are now trying to do something in 
this respect so as to reduce the shock and the injuries in case of 
a crash. Our friend Gastal said that the French cars are being 
built too lightly. There too something has to be done. Some of 
you, among which our friend Otto Binder, pointed out quite wisely 
that we ought to have the same trafiic signals and posters in all 
countries. When you are abroad you do not always understand 
what signals are intended to confer. The importance of having 
everywhere the same traflSc rules, the same traffic signals and the 
same trafiic habits is not to be disregarded.

Now, there is something I believe everyone agrees about: the 
necessity of education. Education begins in school and should be
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pursued everywhere and relentlessly. This is, I am afraid, a quite 
new angle in many countries. In mine and in a growing number 
of others, the teachers teach their pupils the main traffic regulations. 
But, unfortunately, they are in most countries underpaid and cannot 
afford owning a car, a circumstance which does not help them 
grasp the traffic problems. I hope that with time things may 
improve in this respect. Several speakers mentioned what Folksam 
has achieved in Vaxjo. I think Folksam made a splendid job of it. 
There is no doubt that the cost of the car’s repairs is a very impor
tant item in the total cost of a claim. However, after what I have 
heard and read about Folksam's, experiment in Vaxjo, I wonder 
whether it is possible for a company to handle such a formidable 
enterprise single-handed. And I understand with great pleasure that 
in Denmark the various companies are acting in close contact in 
view of a reduction of the car repair costs.

There are points about which different opinions have been 
expressed, for instance: the matter of bonus or extra premium. The 
French do not endorse my views on the matter. And I hardly 
could decide whether they are right or not.

On the other hand, I have heard with great pleasure that my 
proposal on the automatic adjustment of the premium to the index 
will very soon be applied in Denmark. Success in this field 
requires a very sound understanding between the various companies, 
which is hard to obtain because we are competitors. And we have 
all experienced that sometimes an agreement may be formally 
reached between all companies and nevertheless some of them 
manage to evade their obligations...

C h a i r m a n :  Well that brings us almost to the end of our agenda.
On the agenda before you you have the next item, the appoint
ment of an auditor. This in fact could very well have been 
done when we considered the financial statement, but it is proper 
procedure that you should appoint an auditor and the accounts are 
in fact audited by the Co-operative Bank in Brussels which the 
Executive agreed were a suitable organization to do this work some 
years ago. If you wish to inspect the audited accounts, Mr. Lemaire 
has them available to show you. Will you agree that they continue 
to be audited by the Co-operative Bank in Brussels or do you want 
some other Co-operative Bank to do it? Agreed? Thank you.

At the last conference in Bournemouth Mr. Guldberg introduced 
briefly a paper on co-operative pensions and if you have read our 
1963 reports you will see that we did say we would ask Mr. Guldberg
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to go into this matter further and to submit a report at this confer
ence. Well, this has not been possible. The preparation of the 
questionnaire which it was agreed should be issued has proved to be 
much more difficult than was originally anticipated and further I 
must accept some of the blame for the delay because when 
Mr. Guldberg drafted the questionnaire some time ago he sent it 
to us in Manchester and I had a look at it and asked for some of 
my colleagues to have a look at it, and I regret to say that we spent 
some considerable time and for part of that time in fact it was 
simply lying in the office. So by the time we had been able to 
return it to Mr. Guldberg it was obvious that it would be quite 
impossible that anything be done for this conference. The Execu
tive considered this on Wednesday and decided that this paper should 
be presented and that Mr. Guldberg should carry on with the com
pletion of the questionnaire and present a paper on Co-operative 
Pension Funds as a complement to social insurance at the 1969 
conference. I think this is probably a disappointment to Mr. Guld
berg but it will be nonetheless valuable because it has been deferred 
for three years. The questionnaire will be issued shortly by 
Mr. Lemaire, the Secretary, and you will receive from Mr. Guldberg 
some indication as to how the questions should be answered. If you 
have any difficulty about this, don’t hesitate to write to Mr. Guldberg 
to ask for enlightenment because he does, and we all do want the 
facts which he collects to be reliable and something on which he can 
base his decisions and recommendations. So will you accept that we 
have perhaps slipped up in not having before you a paper to-day on 
co-operative pension schemes and you can look forward to receiving 
this in 1969.

The next item on the agenda is the election of a new Executive 
Committee, and I believe that Mr. Binder would like to say a word 
on this matter.

Well, Mr. Binder has proposed the re-election of the present 
Executive Committee en bloc, but I would ask whether there are 
any other nominations.

Mr. A p e l q v i s t ; I think there can be some reasons fo re-election 
of the sitting Executive Committee. Take, for instance, the experi
ment about Allnations, Inc. and the Loan Guaranty Fund. But I 
think that from a real democratic point of view it is only fair to 
the conference to tell you before you go to re-election that some 
members of the Executive will not remain in their position with 
their companies until the next full conference.
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C h a i r m a n :  Mr. Apelqvist, this is perfectly true. This matter was
discussed at the Executive the other day and the only case I know 
of positively is myself. I shall be retiring at the end of next year 
and I have already asked for other nominations and I am quite 
happy if you decide that we should not accept Mr. Binder’s recogni
tion. My successor has not been appointed, so I could not nominate 
anybody from the C.I.S. in my position. I would also add that the 
rules which were amended some six years ago to deal with this sort 
of situation give the Executive Committee power to co-opt during 
the intervals if any vacancies arise. I now repeat that Mr. Binder 
has moved the re-election of the Executive Committee en bloc but 
as I said earlier I would ask for any other nominations. (No other 
nominations were received.)

If it is agreed that the present Committee be re-elected we will 
do our best to serve you for another three years—well, some of us: 
1 shall not be here in three years’ time—but 1 can assure you I know 
that my colleagues will carry on the good work. (Agreed)

Now before I close the meeting I am sure you would wish 
me to say to Mr. Binder and his staff and his office how much we 
appreciate the excellent arrangements which have been made here, 
the pleasure which is obvious they have had in receiving us, the 
facilities which they have provided.—This room has been especially 
fitted up, all this equipment, these desks came I believe from the 
trade unions especially for us to sit at—and altogether the lavish 
hospitality we have received, Mr. Binder, even last night some of 
us survived! Also the gift you presented us with, a long-play record 
when we arrived yesterday morning. This is all an indication of 
the pleasure you have had in receiving us and I can assure you that 
it has given us a great deal of pleasure to come to Vienna. I have 
recollections of my previous visits which were equally happy. We 
only hope that we shall see some of you in another place next year. 
In the meantime, to Mr. Binder and his colleagues we express our 
very grateful thanks.

Mr. B i n d e r :  Thank you for thanking us, and I can say it is a very
big honour and a very big excitement having you here, and I hope 
that this evening and to-morrow things will prove as satisfying to 
you as the last two days have been to us. I wish you a very good 
stay in Vienna over these last days you are here, to-morrow and 
also perhaps next week.

C h a i r m a n :  Well, this concludes the business. Thank you.

(The Conference was concluded at 4.15 p.m.)
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EXHIBIT 1

Secretary’s Report to the Triennial Conference 
of the Insurance Committee held in Vienna, 

September 1966

T he m ain concern o f all responsib le men now adays is how  to ensure 
p rosperity  and w elfare th ro ughou t the  w orld, which is m oreover the only 
way tow ards a universal and everlasting peace.

T h e  I.C.A. Insurance C om m ittee endeavour in their own field to co n trib 
ute to  the realisation of this ideal.

D uring  the last Full C onference held  in B ournem outh (1963) a  series 
of im portan t resolutions setting out th e  principles which should be follow ed 
to achieve this ideal, were unanim ously  passed.

L et us now consider tw o of the m ost im portan t among those resolutions 
and  set ou t the practical conclusions reached since then by the Executive 
C om m ittee.

“A L L N A T I O N S "  A N D  L O A N  G U A R A N T Y  F U N D

T he m em bers of the Executive are positive that no action in developing 
countries can be successful unless a t  least two conditions are fulfilled.

F irs t of all, there m ust be in the involved country  a com m on desire fo r 
the incorporation  of an  insurance co-operative, this desire being supported  
by the local co-operative authorities.

Secondly, financial su p p o rt from  abroad  m ay be necessary, but if  so, 
this support should be of a  lim ited du ra tio n  and backed by the local co-oper- 
ative m ovem ent. It w ould no t be sound  to  allow  all the m oney required  
to  com e from  abroad. M oreover, it m ust be clear from  the start th a t any 
m oney borrow ed from  ab ro ad  will have to be reim bursed w ithin a reaso n 
able period  of years.

A  financial set-up has been designed in order to  sim plify the procedure  
w hilst giving as m uch security as possible.

In order to  facilitate the granting  o f loans under the above-m entioned 
conditions, it will be proposed to the  delegates to the Full C onference
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m eeting in V ienna th a t they agree to establishing a co rpora tion  called 
"A llnations” the shares of which should be subscribed by the com panies 
affiliated with the I.C .A. Insurance C om m ittee. D ividends will be paid out 
annually  to  the shareholders.

T he Allnations  co rpora tion  will absorb  the a lready existing L oan 
G u aran ty  Fund am ounting  by now  to nearly  £5 000, the  purpose  of which 
is to  m ake good any losses th a t m ay occur in connection with loans granted 
to developing countries’ co-operative organizations.

T he proposed arrangem ents should sim plify the gran ting  of financial 
support to the C o-operative  M ovem ent in developing countries which desire 
to incorporate  insurance co-operatives o f their own.

A full report on the m atter will be delivered to  the C onference in 
Vienna,

T H R E E  Y E A R S '  P R O R O G A T I O N
O F  T H E  I N T E R N A T I O N A L  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

In m ost instances financial support from  abroad  will no t prove a 
sufficient asset. Technical help  will be required also.

T he R einsurance B ureau has provided this kind of assistance fo r m any 
years.

A t the B ournem outh  C onference the Executive recom m ended the  estab
lishm ent of a  D evelopm ent B ureau to carry  out the recom m endations of 
the Research C om m ittee and to  support the developing countries in their 
efforts tow ards incorporating  and launching insurance co-operatives.

Accordingly, the Full C onference will be invited to approve a recom 
m endation from  the Executive th a t the In ternational Insurance D evelopm ent 
Bureau be appointed  fo r a fu rth e r three years.

It is ap p ropria te  that 1 should  m ention that the In terna tional Insurance 
D evelopm ent B ureau has a t the wishes o f the Executive done a splendid 
job o f preparing  Allnations  incorporation .

R E I N S U R A N C E  B U R E A U

A  C onference o f the Insurance C om m ittee w ould no t be com plete 
w ithout a  report o f the splendid results achieved by the R einsurance Bureau.

A reference to th is m atter is particu larly  desirable as M r. Jo h n  L. 
N uttall, D eputy G eneral M anager o f  the Co-operative Insurance Socie ty  in 
M anchester (G reat B ritain), the m an  who has been one o f the p ioneers of 
co-operative re insurance and w ho since the  establishm ent o f the B ureau 
has acted as its C hairm an  and Secretary, has now reached re tirem ent age 
and is giving up  his p rofessional duties.

Since 1949, when the B ureau was first established, M r. N u tta ll has 
devoted a good deal o f tim e to  the developm ent of in ternational co-operative 
reinsurance.

In  consideration o f this, the Executive m eeting in Brussels on A pril 21st 
an d  22nd, 1966, decided to  express to  M r. N uttall their g ratitude in  the 
follow ing term s;
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“A t their M eeting in Brussels on 21st of April 1966, the m em bers of 
the Executive C om m ittee o f the Insurance Com m ittee o f the In ternational 
C o-operative A lliance placed on record their great apprecia tion  o f the o u t
standing contribution  which Jo h n  L. N u tta ll has m ade over a  period of 
17 years to  in ternational co-operative insurance and reinsurance as C hairm an 
of the International C o-operative  R einsurance B ureau."

T he Executive C om m ittee approved a unanim ous recom m endation from  
the Reinsurance B ureau m em bers that M r. R aym ond Lem aire be appointed  
C hairm an of this Subcom m ittee.

R aym ond L em aire also has been a  m em ber o f the B ureau since its 
com m encem ent in 1949. He has taken p a rt in all its vicissitudes and  activ
ities from  the beginning so th a t he is fam iliar with the problem s o f re insur
ance.

T here is no d o u b t th a t he will prove a  w orthy successor to M r. N uttall 
w ho has displayed in this capacity  so m uch talent.

M r. Raym ond Lem aire will report to the C onference on the Reinsurance 
B ureau’s developm ent during the past three years.

A G E N D A  TO T H E  F U L L  C O N F E R E N C E

In addition to the three  above-m entioned reports, the Executive C om 
m ittee deem ed it tim ely to subm it to  the m em bers of the C onference some 
m atters o f general interest to all affiliated Societies. A ccordingly, the Agenda 
to  the C onference was established as follows:

(1) M inutes o f the last Full C onference (Bournem outh).

(2) R eport of the Secretary.

(3) F inancial S tatem ent 1963-1966.
(a) Insurance C om m ittee budget
(b) L oan  G u aran ty  Fund

(4) A llnations and L oan G u a ran ty  Fund 
in troduced by M r. R obert D innage, G reat Britain.

(5) D evelopm ent B ureau report 
in troduced by M r. K las Back, Sweden.

(6) R einsurance B ureau report
in troduced by M r. R aym ond Lem aire, Belgium.

( 7 )  Problem s of co-operative insurance in developing countries 
in troduced by M r. N . A. K u la ra jah , M alaysia.

(8) C o-operation  am ong insurance co-operatives 
in troduced by M r. Seved A pelqvist, Sweden.

(9) Is it possible to  im prove the results in M otor insurance? 
in troduced by M r. H enri L em aire, Belgium.

(10) A ppoin tm ent of an  A uditor.

(11) E lection of the new Executive C om m ittee.

(12) A ny other business.
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A  financial report will be circulated to  the delegates to the C onference. 
T h e  present m em bers of the  Executive C om m ittee are:

Messrs.: R o bert D innage, G rea t B ritain, C hairm an.
Seved A pelqvist, Sweden, V ice-C hairm an.
H enri Lem aire, Belgium, Secretary.
Bowm an D oss, U.S.A.
W illy M aurer, Sw itzerland.
G . Lloyd M atheson, C anada.
N . A. K ularajah , M alaysia.

T he 1966 Full C onference in V ienna is likely to appear as a m ilestone 
in the h isto ry  of the Insurance C om m ittee.

W e fervently  hope th a t on this occasion a  step forw ard will be taken 
tow ards a  practical im plem entation  of ou r C om m on purposes.

H enri L e m a ir e , 
Secretary.
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EXHIBIT 2

Financial Statement 
Insurance Committee Budget and Loan Guaranty Fund

1963-1966

(All figures are expressed in Belgian Francs)

Cash on deposit with:

Society G gnerale de B a n q u e .................. 869 469
C o o p - D 6 p 6 ts ................................................  2 330 862

A pportionment:

Insurance Com m ittee b u d g e t .................. 2 401 142
Loan G uaran ty  F u n d ............................... 799 189

3 200 331

£1 =  +  140 Belgian francs 
$1 =  +  50 Belgian francs

3 200 331 B.fr. =  +  £22 860 
=  +  $64 007
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INCOMES

IN S U R A N C E  C O M M IT T E E  B U D G E T  

B u s i n e s s  y e a r  1963 

(30 A ugust to  31 D ecem ber 1963)

B rought over from  30 A ugust 1963 .................

R em illed  C onlribulions

C ooperativa  de Seguros de V ida, P uerto  Rico

1 108 735

7 421

1 116156
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IN S U R A N C E  C O M M IT T E E  B U D G E T  

B u s i n e s s  y e a r  1963 

(30 A ugust to  31 D ecem ber 1963)
EXPENSES

Invoice C ooperative Ouvriere de La Louviere
fo r the forw arding of the r e p o r t s .................

Pho tocopy  B ournem outh  C onference rep o rt . 
T raveUing expenses assistant secretary . . . 
R efunded  C .l.S. M anchester  £176-15-3 for 

lunches of delegates in B ournem outh  . . . 
R efunded C.l.S. m agnetic tapes recording . . 
T ravelling  expenses M r. Hyde to  B ournem outh  
Six m onths salary  assistant secretary  . . . .

To carry over

261 
7 420 
3 403

24 848 
15 136
25 225 
49 920

126 213

989 943 

1 116156
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INSURANCE C O M M ITTEE BUDGET

B u s i n e s s  y e a r  1964

INCOMES

B rought over from  1963

R em itted  C ontributions

C oop-L eben, B a s l e ....................................................
Sam virke, O s lo .............................................................
M utual Service, S a in t- P a u l ...................................
V em aco, R o t t e r d a m ................................................
W iener Stadtische, V i e n n a ...................................
L a Sauvegarde, P a r i s ................................................
N ationw ide, C o lu m b u s ...........................................
Raiffeisendienst, W ie s b a d e n ...................................
K ansa, H e l s i n k i ........................................................
C o-operative Insur. Services, R e g in a .................
A lka, C o p e n h a g e n ....................................................
Sam vinnutryggingar, R e y k ja v ik ..........................
Les A ssurances Populaires, B ru s s e ls .................
C o-operato rs Insur. Association, Owen Sound
M alaysian C.I.S., K u ala  L u m p u r ......................
La Soci^t^ d ’Assurances des Caisses P o p u 

laires, L e v i s .............................................................
D e Centrale, The H a g u e .......................................
N ational Co-op. Insur. Soc., A ustralia  . . . .
Folksam , S to c k h o lm ................................................
L ’Assurance-V ie D esjardins, L e v is ......................
H assneh, T e l - A v iv ....................................................
League Life Insurance, D e t r o i t ..........................
M utuelle  U.C.C., M o n t r e a l ...................................
L a Prevoyance Sociale, B ru sse ls ..........................
K ooperationens Pensionsanstalt, S tockholm  .
Pohja , H e l s i n k i .........................................................
E igenhilfe, H a m b u r g ................................................
N a tio n a l Federation  Ins. Co-op., T o k y o  . . .
A lte  V olksfiirsorge, H a m b u r g ..............................
C .I.S., M a n c h e s te r ....................................................
T he U nion Co-op. Ins. Soc., Bom bay . . . .
Sam virkende D anske, C o p e n h a g e n .................
C.I.S. o f Pak istan , L a h o r e ...................................

In terests B ank  D eposits  (as per 31 D ecem 
ber 1 9 6 3 ) .................................................................

6 952 
6 949 

17 849 
6 945 

16 127 
6 946 

172 105 
14175

6 947
7 210 
6 942 
6 964 
6 949 
6 950 
6 942

6 947 
6 947 
6 928 

35 987 
6 941 
6 949 
6 957 
6 943 
9 344 
6 945
6 929
7 919 
6 914

32 367 
88 832 

6911 
9 766 
6 880

989 943

564 358

4 522 

1 558 823
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INSURANCE COM M ITTEE BUDGET

B u s i n e s s  y ea r  1964

EXPENSES

Six m onths sa lary  assistant secretary . . . .
M ailing expenses 1963 ...........................................
Invoice p rin ting  of 300 copies of the Bour

nem outh  C onference r e p o r t ..............................
R efunding L ’A ssu m n ce-V ie  D esjardins fo r the 

transla tion  in to  French  of the B ournem outh 
C onference r e p o r t ...............................................

To carry over

185 578

1 373 245

1 558 823
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IN SURA NCE COM M ITTEE BUDGET

B u s i n e s s  y ea r  1965

INCOMES

B rought over from  1964

R em itted  C ontribu tions

C o-op G enera l Insur. Soc., H yderabad  . . . .
Raiffeisendienst, W ie s b a d e n ...................................
Vem aco, R o t t e r d a m ................................................
K ooperationens Pensionsanstalt, S tockholm  .
E igenhilfe, H a m b u r g ................................................
Les A ssurances Populaires, B ru s s e ls .................
Sam vinnutryggingar, R e y k ja v ik ..........................
Sam virke, O s l o ........................................................
N ational Co-op. Insur. Soc., A ustralia  . . . .  
Coop, de Seguros de V ida, P u erto  R ico . . .
K ansa, H e l s in k i ........................................................
N ationw ide, C o lu m b u s ...........................................
League Life Insurance, D e t r o i t ..........................
W iener Stadtische, V i e n n a ...................................
C.I.S., M a n c h e s te r ....................................................
Pohja, H e l s i n k i ........................................................
L a Sauvegarde, P a r i s ................................................
Coop-Leben, B a s l e ....................................................
A lka, C o p e n h a g e n ....................................................
C o-operators Insur. A ssociation, Owen Sound
Alte V olksfursorge, H a m b u rg ..............................
M utual, Services, S a in t-P a u l ...................................
La Prevoyance Sociale, B ru sse ls ..........................
M alaysian C.I.S., K u a la  L u m p u r ......................
L ’A ssurance-V ie D esjardins, L e v i s ......................
C.I.S. o f Pakistan , L a h o r e ...................................
C o-op G eneral Insur, Soc., H yderabad . . . .
Z enkyoren, T o k y o ....................................................
Folksam , S to c k h o lm ................................................
H assneh, T e l - A v iv ....................................................
Sam virkende D anske, C o p e n h a g e n .....................
M utual Services, S a in t-P a u l ..................................
L a Societe d ’A ssurances des Caisses Po p u 

laires, L e v i s .............................................................
N ational F ederation  Ins. Co-op., T okyo  . . .
De C entrale, T he H a g u e .......................................
C o-op. Insurance Services, R e g in a .....................
The U nion C o-op. Insur. Soc., Bom bay . . .

Interests B ank  D eposits  (as pe r 31 D ecem 
ber 1964) .................................................................

1 373 245

6 922
16 048 

6 904 
6 904
8 560 
6 905 
6 927 
6 907 
6 884 
6 932 
6 909

182 073 
6 929

17 706 
94 064

7311 
6 914 
6 920 
6911
6 912 

37 483 
10 844

9 966
7 056 
6 922 
6 921 
6 942 
9 867

35 823 
6 914 

12 025 
6 912

6 907 
9 676 
6 910
6 841
7 050

617 602

71 404 

2 062 251
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IN SURA NCE COM M ITTEE BUDGET

B u s i n e s s  yea r  1965

EXPENSES

A nnual sa lary  assistant s e c r e t a r y .....................
Six m onths sa lary  the s a m e ..................................
M ailing expenses 1964 ...........................................
Refunding F olksam  D evelopm ent B ureau’s 

expenses (£2 0 0 0 ) ....................................................

T o carry over

99 278 
49 640 
13 007

100 292
262 217

1 800 034

2 062 251
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INSURANCE C OM M ITTEE BUDGET

B u s i n e s s  y e a r  1966

INCOMES

B rought over from  1965

R em itted  C ontribu tions

V em aco, R o t t e r d a m ................................................
Sam virke, O s lo .............................................................
C o-op. Insur. Society, M a n c h e s te r ......................
L a Sauvegarde, P a r i s ................................................
C oop-L eben, B a s l e ....................................................
K ansa, H e l s i n k i ........................................................
M utual Services, Saint P a u l ...................................
Les A ssurances Populaires, B ru ss e ls .................
N ationw ide, C o lu m b u s ...........................................
E igenhilfe, H a m b u r g ................................................
League L ife Insurance, D e t r o i t ..........................
W iener Stadtische, V i e n n a ...................................
A lte VolksfUrsorge, H a m b u r g ..............................
Pohja, H e ls in k i .............................................................
Folksam , S to c k h o lm ................................................
C o-operators Insur. Association, O w en Sound 
La Societe d ’A ssurances des Caisses P o p u 

laires, L e v i s .............................................................
Raiflfeisendienst, W ie sb a d e n ...................................
H assneh, T e l - A v iv ....................................................
C o-op G eneral Insur. Soc., H yderabad . . . .
La Prevoyance Sociale, B ru sse ls ..........................
M alaysian  C.I.S., K u a la - L u m p u r ......................
L ’A ssurance-V ie D esjardins, L e v i s .................
Co-op. Insu rance  Services, R e g in a ......................
A lka, C o p e n h a g e n ....................................................
K ooperat. Pensionsanstalt, Stockholm  . . . .  
N ational Federation  Ins. Co-op., T okyo  . . .
E igenhilfe, H a m b u r g ................................................
Sam vinnutryggingar, R e y k ja v ik ..........................
C oop, de Seguros de V ida, Puerto  R ico . . . 
Sam virkende D anske, C o p e n h a g e n .................

In terests B a n k  D eposits  (as per 31 D ecem 
ber 1965) .................................................................

6 952 
6 936 

99 774
6 940
7 047 
6 948

11 337 
6 976

187 948 
9 174 
6 929 

20 701 
42 791

8 475 
42 173

6 943

6 942 
18 195 

6 937 
6 962 

10 014 
6 921
6 933
7 660 
6 921 
6 921

12 994 
278

6 945 
6 939 

12 612

I 808 034

602 218

65 273 

2 467 525
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INSURANCE COM M ITTEE BUDGET

B u s i n e s s  y e a r  1966

EXPENSES

Six m onths salary  assistant secretary . .
M ailing expenses 1965 ...................................
A cknow ledgem ent to  M r. N uttall (scroll)

B alance as pe r 30 Ju ly  1966 . .

66 383

2 401 142 

2 467 525
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LOAN G UARANTY FU N D  - REM ITTED  CONTRIBUTIONS

B u s i n e s s  y e a r  1964

C oop-Lebensversicherung, B a s le ..........................
V em aco, R o t te r d a m ................................................
W iener Stadtische, V i e n n a ...................................
La Sauvegarde, P a r i s ................................................
N ationw ide, C o lu m b u s ............................................
Raffeisendienst, W ie s b a d e n ...................................
K ansa, H e l s in k i ........................................................
Co-op. Insurance Services, R e g in a ......................
A lka, C o p e n h a g e n ....................................................
Sam vinnugryggingar, R e y k ja v ik ..........................
Les A ssurances Populaires, B ru s s e ls ..................
C o-operato rs Insur. A ssociation, Owen Sound 
Soci^t^ d ’A ssurances des Caisses Populaires,

L e v i s ..........................................................................
De C entrale, T he H a g u e .......................................
E igenhilfe , H a m b u r g ................................................
Sam virkende D anske, C o p e n h a g e n ......................
Folksam , S to c k h o lm ................................................
L ’A ssurance-Vie D esjardins, L e v is ......................
H assneh, T e l - A v iv ....................................................
League Life Insurance, D e t r o i t ..........................
L a Prevoyance Sociale, B ru s s e ls ..........................
K oop. Pensionsanstalt, S to c k h o lm ......................
M utuelle U.C.C., M o n t r e a l ...................................
Pohja, H e ls in k i .............................................................
N ationa l Federation  Insur. Co-op., T okyo  . .
A lte Volksfiirsorge, H a m b u rg ...............................
C.I.S., M a n c h e s te r ....................................................
T he U nion  Co-op. Ins. Soc., Bom bay . . . .
Sam virke, O s lo .............................................................
T he C.I.S. of Pakistan, L a h o r e ..........................

To carry over

1 530 
278

9 316 
556 

107 165 
8 478
2 223
3 189 

417 
696

1 112 
2 363

2 084 
2 362 
5 410
1 659

18 472
2 777 
2 362

556 
5 431
1 250
2 771
3 049 

277
19 227 
58 391

138 
5 557 

276

269 372

2 6 9  3 7 2
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L O A N  G U A R A N T Y  F U N D  - R E M IT T E D  C O N T R IB U T IO N S

Bu s i n e s s  y e a r  1965

B rought over from  1964 .........................................
C o-op G eneral Ins. Soc., H yderabad  . . . .
Raiffeisendienst, W ie sb a d e n ...................................
Les A ssurances Populaires, B ru s s e ls .................
Sam vinnutryggingar, R e y k ja v ik ..........................
Sam virke, O s lo .............................................................
K ansa, H e l s i n k i .........................................................
N ationw ide, C o lu m b u s ...........................................
League Life Insurance, D e t r o i t ..........................
W iener Stadtische, V i e n n a ...................................
C .I.S. M anchester, M a n c h e s te r ..........................
Pohja, H e l s i n k i ........................................................
K oop. Pensionsanstalt, S to c k h o lm ......................
L a Sauvegarde, P a r i s ................................................
C o-op L ebensversicherung B asle..........................
N a tio n a l C o-op Insur. Soc., A ustra lia  . . . .
A lka, C o p e n h a g e n ....................................................
C o-operators, Insur. Association, Owen Sound
Alte V olksfiirsorge, H a m b u rg ...............................
La Prevoyance Sociale, B ru sse ls ..........................
L 'A ssurance-V ie D esjardins, L e v i s ......................
T he C.I.S. o f Pakistan , L a h o r e ..........................
T he G eneral Co-op. Ins. Soc., H yderabad  . .
Folksam , S to c k h o lm ................................................
H assneh, T e l - A v iv ....................................................
E igenhilfe, H a m b u r g ................................................
Sam virkende D anske, C o p e n h a g e n .................
L a  Societe d ’Assurances des Caisses P o p u 

laires, L e v i s .............................................................
N a tiona l F ederation  of Insur. C o-op., T okyo
De C entra le, The H a g u e .......................................
C o-operative Insurance Services, Regina .

To carry over

130
8 435 
1 105

693 
1 658 
2211 

106 394 
554

9 268 
58 375

3 035 
1 237 

553
1 523 

551 
415

2 351 
19 225

5 398 
2 769 

277 
139 

18 376 
2 351 
5 366 
5 527

2 072 
276

2 350
3 170

265 784

5 3 5  156
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LOAN G UARANTY FU N D  - REM ITTED CONTRIBUTIONS

B u s i n e s s  y e a r  1966

B rought over from  1965 .........................................
Sam virke, O s l o ........................................................
C.I.S., M a n c h e s te r ....................................................
La Sauvegarde, P a r i s ................................................
C oop-Leben, B a s le ....................................................
K ansa, H e l s i n k i ........................................................
N ationw ide, C o lu m b u s ...........................................
League L ife, D e t r o i t ................................................
W iener Stadtische, V i e n n a ...................................
Folksam , S to c k h o lm ................................................
A lte V olksfursorge, H a m b u r g ...............................
Pohja, H e l s i n k i ........................................................
C o-operators Insur. Association, Owen Sound 
La Soci^te d ’Assurances des Caisses Popu-

laires, L e v i s .............................................................
Raiffeisendienst, W ie sb a d e n ...................................
H assneh, T e l -A v iv ....................................................
C o-op G eneral Insur. Soc., H yderabad . . .
La Pr^voyance Sociale, B r u s s e ls ......................
L ’A ssurance-Vie D esjardins, L e v i s ..................
C o-operative Insurance Services, Regina . . .
A lka, C o p e n h a g e n ....................................................
Eigenhilfe, H a m b u r g ................................................
Sam vinnutryggingar, R e y k ja v ik ..........................
Sam virkende D anske, C o p e n h a g e n .................

Balance as pe r 6 Ju ly  1966

1 665 
58 642 

555
1 550
2 224 

106 903
554 

9 308 
21 395 
19 311
3 056 
2 361

2 083 
8 473 
2 358 

140 
5 424
2 773
3 204 

415
5 399 

694 
5 546

264 033

799 189
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EXHIBIT 3

Resolution authorizing the adoption 
of a proposal submitted and approved 

by the Executive to organize Allnations, Inc. 
for the purpose 

of promoting co-operative insurance throughout the world

R e s o l v e d , th a t the  plan subm itted  to this Com m ittee for the o rgan i
zation  and  operation of A llnaiions, Inc., as an international co-operative 
insurance developm ent and m anagem ent com pany be, and the sam e is, 
hereby approved  and adopted, and

R e s o l v e d  f u r t h e r , that the Executive be, and it hereby is, au thorized  
and directed to  proceed with the carry ing ou t o f the said plan and is hereby 
au thorized  to  m ake such technical o r legal changes in the plan (and accom 
panying docum ents here presented) as m ay be necessary o r advisable to 
facilitate  the  organization and operation  of A llnaiions, Inc., for its intended 
purpose.
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EXHIBIT 4

Resolution for submission to the Insurance Committee 
of the International Co-operative Alliance 

at the Plenary Session to be held in September, 1966, 
approving the transfer 

of the Loan Guaranty Fund to Allnations, Inc.

W h e r e a s , a t the  last P lenary  Session of the  Insurance C om m ittee of 
the In terna tional C o-operative A lliance held  in B ournem outh, E ngland, in 
O ctober, 1963, a  resolution  was adop ted  creating  a  L oan G u aran ty  Fu n d  fo r 
the purpose o f establishing a basis fo r the  guaranteeing of loans to co -oper
atively oriented  institu tions in developing countries, the  proceeds o f which 
were to  be  used fo r the establishm ent and  p rom otion  of co-operative form s 
of insurance in those countries, and

W h e r e a s , the said L oan G u a ran ty  F und  was established pu rsu an t to 
provisions o f said resolu tion  and the assets are now on deposit in Banque 
de la Soci^te G en^rale de Belgique, and the C oop-D 6p6ts, Brussels, Belgium.

W h e r e a s , the Executive, pu rsu an t to a resolution  adopted by the Insur
ance C om m ittee a t the said B ournem outh  meeting, has recom m ended the 
o rgan ization  of A llnations, Inc., a  co rp ora tion , one of the purposes o f which 
is to  carry  out the function originally  contem plated  fo r the Loan G u aran ty  
Fund, and

W h e r e a s , the Insurance C om m ittee has, in the m eeting n o w  in session, 
adopted  the  resolutions recom m ended by the  Executive fo r the organization 
and operation  of A llnations, Inc., and

W h e r e a s , s in c e  i t  is  d e s i r a b l e  t h a t  a l l  f u n d s  t o  b e  u s e d  f o r  t h e  p r o 
m o t i o n  o f  c o - o p e r a t i v e  f o r m s  o f  i n s u r a n c e  b e  a d m i n i s t e r e d  b y  a  s in g l e  b o d y  
u n d e r  t h e  c o r p o r a t e  s t r u c t u r e  o f  A llnations, Inc.,

N o w  THEREFORE, RESOLVED, th a t the T rustee  o f the Loan G u aran ty  F und  
be, and he hereby is, au thorized  and directed, upon receipt of certification
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from  the Secretary of A llnations, Inc., o f the  organization  of said corpora tion , 
p u rsu an t to the  p lan  adopted  a t this m eeting, and  the election o f the  Board 
of D irectors o f  sam e, to  cause to  be paid  over o r transferred  to  the T reasu rer 
o f said C orpora tion , in  accordance w ith the  instructions o f the said T reasu rer 
a t the tim e o f transfer, the entire  assets o f the said L oan G u aran ty  F und  
and  to  render an  accounting to A llna tions, Inc., fo r all receipts and disburse
m ents from  the said trust account, and

R e s o l v e d  f u r t h e r , th a t con tribu tions to the L oan G uaran ty  F und  shall 
continue to  be m ade according to  the assessm ent fo rm ula  heretofore adopted  
by the m em bers o f the Insurance C om m ittee checks and d rafts fo r such co n 
tribu tions shall be m ade payable to A llna tions, Inc., and be in such currency, 
and m ailed to  such address as the T reasu re r o f said C orporation  m ay from  
tim e to tim e direct.
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EXHIBIT 5

Incorporation of Allnations, Inc.

As you already know , the  Insurance C onference in  B ournem outh  in 
1963 decided, after a jo in t p roposa l fro m  the Executive C om m ittee an d  the  
R esearch  C om m ittee, th a t a  L oan G u a ran ty  F u n d  should be established and 
th a t the m em ber com panies should con tribu te  to that F u n d  in  accordance 
w ith their prem ium  incom e. D uring  the  last th ree  years you  have  paid  your 
con tribu tions to  th a t F und  and it has now, in the spring o f 1966, reached 
£6 000 plus the  interest.

T he m em ber com panies will continue to pay  their con tribu tions to  th a t 
F u n d  until it has reached the sum  o f £20 000 plus interest.

A t the C onference in B ournem outh , M r. Bowm an D oss, N ationw ide, 
p resented  the idea o f establishing a  com pany, w hich as a  supplem ent to  
the  L oan G u aran ty  F und  should  enab le  the Executive to assist co-operative 
organizations to  start co-operative insurance com panies in countries w here 
such com panies do  no t exist. T his question  was referred  to the Insurance 
D evelopm ent B ureau (I.D .B.) fo r fu rth e r investigation.

D uring  the  tim e th a t has passed since the last C onference the I.D .B . 
has carefully  investigated the m atter. T he B ureau has held fo u r m eetings 
and there  have also been th ree  m eetings w ith the Executive C om m ittee, where 
representatives from  the I.D .B . have been present. The B ureau’s and  the 
Executive’s dealing with the m atter is reported  in A ppendix I

From  this appendix you can see th a t a lo t o f a tten tion  has been paid  
to the question o f where such a com pany  should  be established; in the 
U nited  States or in a E u ropean  country . Y o u  will also find th a t from  
m any points of view the only possible country  is the  U nited  States.

H aving thoroughly  considered the m atte r o f establishing such a com pany 
the Executive has unanim ously  decided to suggest to  the C onference in 
V ienna th a t a  com pany should  be established as A llnations, Inc., located  in 
the city  of C olum bus, O hio, U.S.A.

T h e  plan  w orks as follow s. A ssum e that a co-operative organization  
in a country  a fte r thorough consideration  by the  I.D .B. has been found  
su itab le  as a  borrow er to  s ta rt a  co-operative insurance com pany. A fter 
the  Executive, in its capacity  as the  B oard  o f D irectors, has decided to  issue 
a loan , the co-operative organ ization  in the  country  concerned receives
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the  necessary capital through a local ban k  with w hich the F irs t N ational C ity 
B ank o f N ew  Y o rk  has connections. B efore th is the N ew  Y o rk  bank  has 
received an  assurance from  the A llna tions, Inc. th a t it acts as app lican t 
fo r the loan. As a guaran to r fo r th e  loan  then  stands the A llnations, Inc. 
Behind the  A lln a tio m , Inc. stands, on one side, the U nited States A gency 
fo r In terna tiona l D evelopm ent (A .I.D .), and on the o ther side the L oan  
G u a ran ty  Fund.

T h e  co-operative insurance com panies dom iciled in the U nited States 
will be paying m ore than  51%  of the  to ta l investm ent in the A llnations, Inc. 
It is therefore  highly advantageous th a t the shares o f the com pany are 
so-called “adm itted assets” . In o rder to  be adm itted  assets according to 
U nited States law the shares m ust be o f a U nited States corpora tion  and 
m ust have paid a dividend within the past year. Such a co rpora tion  is 
cu rren tly  in existence in O hio  and will be used fo r the purpose o f creating  
the A llnations, Inc.

T he Executive has decided to  suggest to  the m em ber com panies th a t 
the  A llnations, Inc. be set up  with a  share capital o f $300 000, o f w hich 
$100 000 should be paid up  as soon as the  com pany can be registered a fte r 
th e  C onference in  Vienna. T h e  B oard  o f Allnations, Inc. shall be em pow ered 
to  call up the balance of $200 000 share cap ital as and w hen requ ired  p ro 
vided th a t no t m ore than  $100 000 shall be called up in any one year includ 
ing the first year.

A ll the legal papers concerning th e  A llnations, Inc. and the L oan  G u a r
an ty  F u n d  have been w orked ou t a t the N ationw ide in C olum bus. T h eir 
legal adviser, M r. A rm or H . H ank, has co-operated  with th e  legal experts 
in  Folksam . M r. R aym ond X. Zweig, legal adviser o f the L eague Life 
Insurance C om pany in D etro it, has also  assisted to  some extent.

If  th e  C onference in V ienna decides in accordance with the  Executive’s 
p roposal, the Executive will ask the m em ber com panies to  subm it to  the  
share capital, w hich will be paid  up , i.e. $100 000, in  p roportion  to each com 
p an y ’s prem ium  incom e fo r the year 1965. Since a t least 51%  o f the cap ital 
m ust be in the hands of U nited  States m em ber com panies, it is 49%  or 
$49 000 w hich w ill be shared betw een the  o ther m em ber com panies. Y o u r 
com pany’s p roportion  of this share cap ital will be as set ou t in  the  attached  
T able.

I t  should  be kept in m ind th a t AH nations, Inc., is being organized in  
the  U n ited  States because o f technical and  legal reasons. A llna tions, Inc. 
w ill act as a convenient legal vehicle to perform  certain  specified acts. T h e  
expecta tion  w ould be that m ost prob lem s and projects w ould continue to  be  
channelled  by the  Executive in to  its existing arm s, i.e. R einsurance B ureau 
and Insu rance  D evelopm ent Bureau.
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Table showing the proposed Distribution of US $100 000 
of the Share Capital in All nations, Inc.

C ountry
C om pany 
o r G ro u p  

of C om panies

Premium?
W ritten

1964

£ Sterling %

E xact pa rt 
o f share cap. 
in A llnations 

provided the  US 
C O :s keep 51%

% US $

N r. of 
shares at 
U S $100 
m in. one 
share/C O

U .S.A . N ationw ide 
M utual Service 149 264 456 37.82 51.000 51 000 510

A  ustralia
League Life 
N ationa l C J.S . 311 024 0.08 0.063 63 1

A ustria W iener Stadtische 13 985 590 3.55 2.798 2 798 28
B elgium La Prevoyance 7 248 183 1.85 1.458 1 458 15

Les Ass. Populaires 2 078 771 0 53 0.418 418 4
Canada L ’A ssurance-V ie

Desjardins 4 744 810 1.20 0.946 946 9
La Society d ’Assurance 

des Caisses Populaires 3511 157 0.89 0.701 701 7
Co-op. Fire-C o-op. Life 5 538011 1.40 1.103 1 103 11
Co-op. Ins. Ass. 3 981 082 1.01 0.797 797 8
C o-operators Life 

Ins. Ass. 198 158 0.05 0.039 39 1
D enm ark A lka 701 617 0.18 0.142 142 1

A ndels-Pensionfor. 682 817 0.17 0.134 134 1
Faellesvirke-

M ejeriem es 7 478 326 1.90 1.497 1 497 15
N erva-A ndelsanst. Tryg 1 436 071 0.36 0.284 284 3

F inland K ansa 3 764 199 0.95 0.749 749 7
Pohja 6 152 034 1.56 1.229 1 229 12

France L a Sauvegarde 1 281 922 0.32 0.252 252 2
G erm any Eigenhilfe 6 818 470 1.58 1.245 1 245 12

Raiffeisen 13 556 626 3.44 2.711 2711 27
A lte Volksfiirsorge 30 848 840 7.83 6.170 6 170 62

Gr. B ritain C.I.S. 73 796 868 18.72 14.751 14 751 147
H olland D e Centrale 3 189 393 0.82 0.647 647 6

V em aco 35 273 0.01 0.008 8 1
Iceland Sam vinn-A ndvaka 1 309 745 0.33 0.260 260 2
India U nion Co-op. 473 252 0.12 0.095 95 I

C o-op. G eneral 117312 0.03 0.024 24 1
Israel H assneh 3 069 579 0.78 0.615 615 6
Japan N atio n a l Fed. Ins. 

C o-op. 9 439 491 2.40 1.891 1 891 19
M alaysia M alaysian  C.I.S. 346 740 0.09 0.071 71 1
N orw ay Sam virke 2 867 498 0.73 0.575 575 6
Pakistan C.I.S. o f Pakistan 256 984 0.06 0.047 47 1
Puerto R ico C o-op. de Seguros 

de V ida 237 759 0.06 0.047 47 1
Sweden Folksam 30 356 763 7.71 6.075 6 075 61

K oop. Pensionsanst. 3 591 295 0.92 0.725 725 7
Sw itzerland C o-op. Lebensvers. 2 168 206 0.55 0.433 433 4

3 948 838 286 100.00 100.000 100 000 1 000
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APPENDIX I

A presentation of the Background 
of the Loan Guaranty Fund and the Allnations, Inc.

T H E  M E E T IN G S  O F T H E  IN S U R A N C E  C O M M IT T E E  
IN  1957, 1959 A N D  I960

T he Loan G u aran ty  Fund  and  the A llnations, Inc.’s p roposa ls are 
recent exam ples o f the progress which has been m ade by the Insurance C om 
m ittee since it was founded in 1922 by M r. Joseph Lem aire, o f L a  Prevoyance  
Sociale. These developm ents are the result o f activities launched by  the 
Program m e C om m ittee, w hich was appoin ted  a t the conference o f the In su r
ance C om m ittee in S tockholm  in 1957. M em bers o f the Program m e C om 
m ittee were M r. R obert D innage, C hairm an , M r. H enri Lem aire, Secretary, 
and M r. Bowm an Doss.

A t the conference o f the Insurance C om m ittee a t L ausanne in  1960, 
the  Program m e C om m ittee recom m ended the appointm ent o f a R esearch 
Subcom m ittee, to  study the questions o f organizing co-operative insurance 
societies in newly developing countries, o f opportunities fo r jo in t investm ents, 
and o f organizing an exchange p rogram m e fo r staff m em bers.

T his recom m endation was approved first by the Executive and la te r by 
the full conference.

In  this connection, M r. Seved A pelqvist had  also presented papers on 
the subject o f developing countries and co-operative insurance a t the special 
conference o f the Insurance C om m ittee held  in N ew  Y ork in 1959 a t the 
inv ita tion  of M r. M urray  D . L incoln, and a t the Lausanne C onference in 
1960.

T H E  D E C IS IO N  TO  S E T  U P A  L O A N  G U A R A N T Y  F U N D

A t the conference of the Insurance C om m ittee in B ournem outh  in 1963 
a L o an  G u aran ty  F und  was decided to  bet set up  which w ould assure the 
repaym ent of loans m ade to  p rom ote  co-operative insurance developm ent 
in the newer countries.
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A t the conference M r. Bowman Doss, N ationw ide, presented an idea 
of setting up an  in ternational holding com pany  as a com plem ent to  the 
L oan G u a ran ty  Fund.

The reasons fo r setting up  a holding com pany beside the L oan G uaran ty  
Fu n d  were th a t the  con tribu tions to the Fu n d  w ould n o t be sufficient for 
its purpose, and th a t it was easier, legally, fo r the m em ber com panies to 
supplem ent their con tribu tions to  the L oan G u aran ty  F und  by investing in 
shares of a holding com pany.

T H E  IN V E S T IG A T IO N S  C O N C E R N IN G  T H E  ID E A  
O F  A H O L D IN G  C O M P A N Y

Im m ediately a fte r the conference the Executive appoin ted  the Insurance 
D evelopm ent B ureau (the LD.B.) and the m atte r o f an in te rnational holding 
com pany was referred  to  th a t new  Bureau.

The LD.B. has held four m eetings, the first one in V ienna in M arch 
1964, the second in Stockholm  in June 1954, the th ird  in F o rt Lauderdale, 
F lorida, U .S.A., in M arch  1965, and the fo u rth  in Tel-A viv in M arch 1966. 
M em bers o f the LD.B. have also been p resen t a t the Executive’s meetings 
in Belgrade in Septem ber 1964. in Regina, Sask., C anada , in June 1965, 
and  in Brussels in A pril 1966

Between the m eetings the m atter o f the ho ld ing  com pany  and a co-ordi
nation  of the holding com pany and the L o an  G u aran ty  Fund has been 
carefully  investigated by the legal experts in N ationw ide  w ith som e assist
ance from  the legal experts in League L ife  and  F olksam .

W hen the Insurance C onference in B ournem outh  decided to set up  a 
Loan G u aran ty  F und  it was qu ite  clear to  everyone th a t the Fund would 
no t be sufficient if the m em ber com panies of the  Insurance C om m ittee wished 
to  participate  in the  establishm ent of co-operative insurance societies m ainly 
in developing countries.

As a principle the required  cap ital m ust be raised w ithin the country 
concerned. H ow ever, there  m ight be some countries w here assistance from  
in ternational sources can be of im portance when the m atte r of setting up 
an insurance com pany is considered.

A ccording to the decision m ade in B ournem outh  the con tribu tion  of 
the m em ber com panies to  the L oan  G u aran ty  Fund is £2 000 per year until 
the F und  has reached  the  am oun t of £20 000. T hereafte r the Fund  will 
increase w ith the in terest only unless the m em bers of the  Insurance C om 
m ittee agree to  increase their con tributions or continue paym ent fo r a  longer 
period. This will depend upon the  way in w hich the schem e develops.

To-day the  Fu n d  has £6 000, and it will take an o th er seven years before 
there is £20 000 plus the interest in the Fund.

The L oan  G u a ran ty  F und  was never intended to be a lender of money 
b u t sim ply an  arrangem en t w hereby the c redit risk requ ired  fo r such loans 
m ay be shared  equ itab ly  by all m em bers o f the Insurance Com m ittee. It 
is in fact an insurance fund to  cover any losses w hich m ay  arise and are 
no t covered by the  A .I.D . or bank  guarantees. W e do  no t know  what 
losses if any will occur and hope th a t the p ro p o rtio n  will be small.

W hen the LD.B. started  to  investigate the w hole m atter, the Bureau
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considered the possibilities o f setting up a holding com pany with a share 
capital of such p roportions th a t the com pany itself should  be able to be 
a lender o f capital

Very soon the I.D .B . cam e to  the conclusion th a t it was realistic to 
presum e th a t the m em ber com panies w ould be able to find possibilities 
to participate to a  necessary extent in such a  com pany. T here  are both 
legal and o th er difficulties which create obstacles fo r such a project. The
I.D.B, also found  th a t it was necessary to  co-operate w ith a  com m ercial 
bank  with extensive in te rnational connections.

The I.D .B. a lso  considered the m atter of how  to  get guaranties against 
expropria tion  and  foreign  exchange inconvertibility  These m ust be considered 
as big risks since the  loans presum ably  will be given to co-operative o rgan i
zations in com paratively  recently  independent countries.

T H E  M E E T IN G  IN  B E L G R A D E  IN  1964

After having considered all these m atters, the I.D .B. presented a plan 
to the Executive a t its m eeting in Belgrade in 1964. T he share capital of 
the com pany should  be S750 000, paid up  in three years by  the m em ber 
com panies. T he com pany  should serve as an app lican t fo r  loans guarantied 
by the  First N a tio n a l C ity Bank of New Y ork and given by a local bank 
in the country  concerned. W ith such a construction  it was no longer a 
H olding C om pany. H ereafter it is therefore sim ply nam ed the com pany 
or the A llnations, Inc.

In  the  p roposa l there  was also included a guaran ty  against expropriation  
of assets and inconvertib ilty  o f foreign currency. T his guaran ty  was given 
by  the U nited States A gency fo r In ternational D evelopm ent (A .I.D .), and 
fo r th a t guaran ty  the A .I.D . w ould charge the com pany  an  annual fee of 
1 % (one per cent) o f the  outstanding loans.

T he Executive C om m ittee carefully  considered the I.D .B .’s proposals 
regarding the L o an  G u aran ty  Fund and the com pany, b u t was no t ready 
to  m ake a  final decision a t its m eeting in Belgrade. A m ong other things 
the m em bers o f the Executive felt that they should  be better inform ed 
as to the advantages and  disadvantages of establishing the com pany in 
E urope a t one of the m ain financial centres as against th e  p roposal fo r a 
U.S. com pany.

It was fu rth er suggested th a t the I.D.B. should  consider w hether the 
schem e could o p erate  if  there were two com panies— one in  the U.S. and 
one in E urope.

A t the sam e tim e the Executive asked the I.D .B. to consider w hether 
it would be possible to sim plify the proposed p rocedure  o f  guaranteeing 
loans.

Further, the  Executive asked the I.D .B. to  reconsider the m atter of 
the am oun t o f the share cap ital of the proposed com pany. P ast experience— 
said the Executive— does n o t indicate th a t there is any great dem and for 
loans and to som e m em bers o f th e  Executive C om m ittee there  seems to  be 
no purpose in building up funds before  the need arises.

133



IN Q U IR IE S  W IT H  T H E  M E M B E R  C O M P A N IE S  IN  E U R O P E

Thus, since the Executive has asked fo r an  investigation o f the possi
bilities o f establishing the p lanned  com pany in  E urope, an  inquiry  was m ade 
w ith the m em ber com panies in A ustria, Belgium , G re a t Britain, Sweden, 
Sw itzerland and W est G erm any, in a  letter o f the 14th D ecem ber 1964. 
T his m ore detailed inquiry  was a follow -up of an earlier screening inquiry 
sent also to several o ther m em ber com panies. T he follow ing questions 
were posed in the detailed inquiry.

1. Is there any ban k  in  your country  which, as the A m erican  bank  m ention- 
ned in  the m em orandum , is prepared to g ran t cred it guaranties which 
can be p u t a t the  disposal o f in te rnational co-operative insurance in 
the developing countries?

2. In such a  case, w ould the bank  guarantee the  loan  in local currency— or 
w ould the  g u aran ty  have to  be m ade in hard  currency a t the exchange 
rate applicable as o f the date o f the loan?

3. Is it possible fo r  foreigners to own shares in a  hold ing com pany like the 
one described by the I.D .B .? In  such a  case, do  foreigners have the 
right to own a m ajority  of the shares o r are they subject to statutory 
lim itations?

4. Is it possible fo r the holding com pany in question  to  conduct its annual 
general m eeting and board  m eetings outside the hom e country?

5. C an foreigners be included as M em bers o f the B oard o f the holding 
com pany and M em bers o f the Board o f the  L oan G u a ran ty  Fund and, 
in such case, a re  there  any s ta tu to ry  lim itations?

6. If the holding com pany  or loan  guaran ty  fund can be located in  your 
country , are there  any  special taxes o r fees which w ould app ly  to sub
scription fo r  shares in the  com pany or the gifts to the  fund? M oreover, 
w ould charges be  levied if foreign interests desire to  rem ove investm ents 
from  the hom e country?

7. H ow  are  the profits of the com pany taxed, and is there  any possibility 
of transferring  p a r t o f the profits to fo reign  interests?

8. In  som e of the  m em ber com panies’ countries the law  requires that a 
com pany m ust rep o rt a book  profit fo r the  last five years before an 
insurance com pany  is perm itted to invest in th a t com pany. Is there any 
com pany which m eets this requirem ents in  your co u n try  w hich can be 
acquired?

A fter replies h ad  been received from  all the  m em ber societies it was 
possible to  conclude th a t there are  very lim ited possibilities to set up  the 
com pany in any of the countries m entioned.

T he m em ber com panies had  a lready a t an  early  inquiry  reported  that 
in their respective countries there  was no possibility  fo r  a  com pany to 
ob tain  the  g u aran ty  against expropria tion  o r foreign exchange inconvertibility  
th a t can be ob tained  th rough  the  A .I.D . (The Swiss G overnm en t offers 
a  sim ilar insurance cover fo r export credits g ranted  in  connection with the 
assistance to developing countries; a  sim ilar p ro tec tion  fo r loans granted 
in  connection w ith the  assistance to  developing countries is under exam ination 
bu t n o t yet availab le  a t the tim e being.)
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At the B elgrade m eeting the Executive considered the possibility of 
abstaining from  such a  guaranty . But the largest m em ber, the N ationw ide  
group, w ho w ould  take ab o u t 37%  of the share  cap ital o f a  com pany in 
accordance w ith the suggested form ula, does n o t consider th a t it can abstain 
from  the p ro tection  offered by the A .I.D . Since this p ro tection  is not 
available to  a com pany which is registered in a  E uropean  country , such a 
com pany will likely have to  be organized w ithout the  participation  of the 
Nation-wide and possib ly  also the o th er A m erican m em bers o f the Insurance 
Com m ittee. If  the com pany  w ould be m anaged from  the U nited  States and 
there w ould be need o f em ployees, there are some possibilities o f getting 
financial assistance fo r th a t purpose through the A .I.D ., should  the Executive 
be interested in such an  offer.

On the first question , w hether in the suggested cou n try  there was a bank
w hich like the  F irst N ationa l C ity Bank o f N ew  Y o rk  could give the
planned  credit guaranties. L a  Prevoyance Sociale, W iener Stddtische  and 
the C.I.S. answ ered no. T he C oop-Leben  reported  th a t there  seems no t to 
be any bank in Sw itzerland offering the sam e schem e as is available with 
the F irst N a tio n a l C ity B ank of N ew  Y ork H ow ever, if  an existing Swiss 
body of sufficient background  w ould ask fo r sim ilar facilities, som e of the 
leading Swiss banks w ould p robably  be prepared  to  exam ine each individual 
request on its own m erits.

In W est G erm any it w ould seem possible to find a  bank th a t could 
give credit guaran ties b u t the bank  would no t be able to  guarantee  loans in 
local currencies. N e ith e r w ould it be possible to ho ld  the  annual m eeting 
outside G erm any, N egative replies to  certain  o ther questions also  made 
W est G erm any  seem unsuitable as the country  in w hich to  set up the
com pany.

T here  thus rem ained Sweden, where certain  o th er provisions gave rise 
to  doubts ab o u t the  su itab ility  of establishing an in te rnational com pany 
there, viz.

a) T he com pany can n o t in principle hold its an n u al m eetings outside Sweden.

b) N o t m ore th an  1/3 o f  the m em bers o f the B oard m ay be foreigners.

A fter having discussed the situation  on the basis o f the  replies th a t were 
received to the  inquiry  m ade w ith the six m em ber com panies in E urope, 
the  I.D.B. did n o t find itself in the position to  recom m end th a t the Executive 
seek to establish an  in te rnational com pany in E urope. As a consequence 
the  I.D.B. could  no t recom m end two com panies, one in E urope and  one 
in  the U nited  States.

T he E xecutive also requested in Belgrade th a t the I.D .B. investigate 
the possibility o f sim plifying the  p roposal th a t had  been pu t forw ard. An 
alternative  p roposa l has therefore  been w orked ou t in co llabora tion  w ith one 
of the largest com m ercial banks in Sweden. Briefly, this alternative would 
m ean th a t instead  o f  form ing a com pany w ith a  large share capital which 
is deposited w ith the  b an k  as security, an inco rpora ted  com pany w ould be 
form ed w ith a  sm all share capital. All, o r certain  o f  the shareholders 
w ould then  leave g u aran ty  reserves (prom issory notes) w ith the com pany. 
The com pany  in tu rn  w ould hand these over to  the  bank as security  fo r 
loan  guaranties th a t have  been issued. T h e  advantage of this alternative 
is th a t it is n o t necessary to  tie up  large cap ital assets a t the bank.
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C ertain  docum ents have been draw n up  in connection  with this proposal, 
nam ely:

A  consortium  agreem ent betw een m em bers 

A  g u aran ty  issued by the foundation  

A n allocation  plan  

A rticles fo r the foundation

T his p roposal was thoroughly  discussed a t the m eeting of the I.D .B. in 
F o rt L auderdale, F lo rida. It was found, how ever, th a t m ost m em ber com 
panies represented in the I.D .B. lack form al possibilities to enter in to  such 
obligations as the  issuing o f prom issory no tes w ould im ply.

T he I.D .B. therefo re  found  th a t it w ould serve no  purpose to present 
the above m entioned docum ents in m ore detail to  the  Executive and to 
the fu ll conference, as this a lternative was deem ed to be  im practical.

A t the Executive M eeting in Belgrade the Loan G u aran ty  Fund was 
presented as a certain  legal body, a  non-profit co rpora tion  o r a  trust, of 
which th e  m em ber com panies should be participants.

Mr. A rm or H . H ank, C olum bus, O hio, w ho acts as legal adviser in 
this m atter, was com m issioned by  the B ureau to  try  to sim plify the plan 
fo r  the com pany linked with the Loan G u aran ty  Fund . H e found  a solution 
im plying th a t the L oan  G u aran ty  Fund need no t be a  separate corporation. 
The L oan  G u aran ty  F und  can rem ain  in  a  bank  in Brussels w hilst the 
ow nership of the Fund  w ould be transferred  to  the com pany.

T H E  P R O P O S A L  O F  T H E  I.D .B .
TO T H E  E X E C U T IV E  I N  R E G IN A  IN  1965

A fte r  having considered all these m atters the I.D .B . proposed that the 
E xecutive  approve the plan fo r  the  establishm ent o f  an in ternational com pany  
registered in C olum bus, Ohio, U .S .A ., and nam e the com pany  A llnations, 
Inc.

T he I.D .B. thus subm itted a p lan  which elim inated  the co rporation  that 
was originally  set up  to  contro l the  L oan G u a ran ty  F u n d , and incorporated  
the L oan G u a ran ty  F u n d  in to  the A lliiations, Inc.

In m ost respects, this p lan  was superior to the one originally subm itted. 
T he shares o f the A llna tions, Inc., which should  be dom iciled in the State 
o f Ohio, can be held by anyone, and there  is no necessity th a t any 
p a rticu lar po rtion  of them  be held by U nited  States citizens. H ow ever, if 
the corpora tion  w ants to  have guaranties from  the A .I.D . against expropria 
tion  and inconvertib ility , a m ajority  o f  the  shares m ust be held by U.S. 
citizens, w hich m eans th a t the U.S. co-operative insurance com panies m ust 
have a t least 51%  of the  shares. T he rest o f the shares o f  the A llnations, 
Inc. should be sold to  the o ther m em ber com panies o f the  Insurance C om 
m ittee o f the I.C.A. T he m em ber com panies should, directly  o r through 
their proxy, elect the Executive o f the Insurance C om m ittee as the  B oard 
of D irectors.
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The B oard o f D irectors m anages and contro ls the p roperty  and business 
of the A llnations, Inc. T he B oard of D irectors elects their own officers, 
w ho are responsible fo r carrying ou t the p rogram m e established by the Board.

It was proposed  that shares o f the corpora tion  be sold in such denom i
nations as the  B oard o f D irectors m ay determ ine so as to provide fo r a 
capital investm ent o f $100 000 in 1967. T his am o u n t w ould be increased 
to $300 000 afte r decision by the Board of D irectors.

There  is n o  requ irem ent that the fund of the A llna tions, Inc. be deposited 
in  U nited States banks. Presum ably  som e p ortion  will rem ain on deposit 
in the U nited  States; however, there  is noth ing to p revent corporate  funds 
from  being deposited in any o ther country  which the Board of D irectors 
m ay approve. It is presum ed th a t the L oan G u aran ty  F und  w ould remain 
on deposit in the Brussels bank, bu t that the ow nership o f the F und  would 
be transferred  to  the Allnations, Inc.

T H E  D E C IS IO N  O F T H E  E X E C U T IV E

The Executive decided to accept the proposals fro m  the I.D .B . with 
som e corrections regarding the share capital. The E xecu tive  thus decided  
to suggest to the m em ber com panies that the  A llnations, Inc. be set up with 
a share capital o f  $300 000, o f  which $100 000 shou ld  he paid up as soon 
as the C om pany can he registered after the C onference in Vienna. The 
Board o f D irectors o f the  A llnations. Inc.— i.e. the m em bers o f the Executive  
— should  be em pow ered to call up the balance o f $200 000 .share capital as 
and when required provided  that no t more than $100 000 should  be called 
up in any one year including the first year:

A loan fo r starting  one and the same com pany should  as a ru le only 
be given fo r a  m axim um  o f $100 000. Instalm ent term s and rates o f interest 
will have to  be decided from  case to  case. I t  m ay be bo th  reasonable 
and ap p ropria te  that the borrow er is relieved of instalm ents during the first 
and perhaps also  the second year.

As a rule one should aim  a t a m axim um  period of repaym ent of
10 years.

D uring  the first years, only one new loan per year o f the above m en
tioned size can be given.

A loan to  a  co-operative or other organization taking the responsibility 
fo r establishing a co-operative insurance society m ay only am ount to 49% 
of the necessary capital. One thereby gains the advantage that the main 
econom ical responsib ility  will rem ain with the na tional organization.

T he borrow ing organ ization  o r— where several organizations collaborate 
— the borrow ing organizations should have an  own capital am ounting to at 
least twice the size o f the  loan  th a t is taken up to  sta rt a co-operative insu r
ance com pany. One hereby  gains a certain  guaran ty  that the borrow ing 
organization has such econom ic strength it m ay reasonably  be assum ed to 
be able to qualify  as a borrow er.
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H O W  T H E  S Y S T E M  O F G U A R A N T E E IN G  L O A N S  O P E R A T E S

C ollaboration  in m atters o f issuing loans should be established with 
the F irst N ational C ity  Bank of N ew  Y ork.

T he F irst N a tiona l C ity Bank stands as a  guaran to r to a local bank
in the coun try  o f the borrow er. T he L oan G u aran ty  F u n d  is no t sufficient 
to enable the bank  to stand  as guaran tor. Especially during  the first years 
it is necessary w ith a  real, and later a t least w ith a form al, guaran ty  of 
m uch larger dim ensions than  the L oan G u aran ty  Fu n d  will be able to  give. 
T his function  will be fu lfilled  by the  A llnations, Inc.

The p lan  w orks as follows. Assum e th a t a  co-operative organization 
in a  country  a fte r tho rough  consideration by the LD.B. has been found 
suitable as a  borrow er to  s ta rt a  co-operative insurance com pany. A fter
the  Executive, in its capacity  as the Board o f D irectors, has approved a
loan, the co-operative organ ization  in the co u n try  concerned receives the 
necessary cap ital th rough  a  local bank  with which the F irs t N a tio n a l City Bank 
of N ew  Y ork  has connections. Before this the N ew  Y ork  bank  has received 
an assurance from  the A llnations, Inc. that it acts as app lican t fo r the loan 
in the country . As a  guaran to r fo r the  loan then  stands th e  A llna tions, Inc. 
Behind the A llnations, Inc. stands, on one side, the U nited  States Agency 
fo r In terna tiona l D evelopm ent (A .LD .), and on the o th er side the  Loan 
G u aran ty  Fund.
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MEMBER COMPANIES OF THE 
INSURANCE COMMITTEE OF THE I.C.A.

Own ALLNATIONS, INC.
Elect the  Board of Directors who will be 
The Executive of the Insurance Committee

(Security)

ALLNATIONS. INC.

Total Assets over  Three-Year Period 
Capital and Surplus (proposed) $300 000 
Loan Guaranty Fund (est imated) 30 000

---------------------------1--------------------------
I 
I

J*.
First National 

City Bank 
of New York

(Clean Sight Credit  Guaranties)

(Credit  Guaranty)

(Loan)

(Capital Investment)
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EXHIBIT 6

Report on the work 
of the Insurance Development Bureau 1963-1966

T h e  Insurance D evelopm ent Bureau (I.D .B.) was appointed  im m ediately 
a fte r the conference of the Insurance C om m ittee in B ournem outh  in 1963 and 
was given the follow ing assignm ents:

I. Assistance in developing co-operative insurance in newly developing 
countries.

II. R esponsibility  to prom ote the exchange of personnel am ong the m em ber 
com panies and the supply o f technical help  w hen needed.

III. Advising the Executive on the p rocedure required to establish and 
adm inister the L oan G u aran ty  Fund and considering the proposal fo r 
an in te rnational holding and m anagem ent com pany.

T he I.D .B. has been com prised o f eight m em bers;

M r. K. Back, chairm an and secretary, Sweden;
M r. O. B inder, A ustria;
M r. H. H ebert, C anada;
M r. B. K alm s, G erm any;
M r. N , A. K u larajah , M alaysia;
M r. R. L em aire, Belgium;
M r. R. A. Rennie, U.S.A.;
M r. F. F. R ondeau, U.S.A.
M r. K. L indberg, Sweden, was appointed  assistant secretary of the 

Bureau.

In 1964 M r. N. A. K u larajah  was appointed  m em ber o f the Executive. 
H is successor in the B ureau was M r. M . N ussbaum , Israel.

In  1965 M r. R ondeau resigned and M r. R. E . V anderbeek, U.S.A., was 
appoin ted  new  m em ber o f the Bureau.

M r. R. L em aire, chairm an  of the R einsurance B ureau since sum m er 1966 
has, ex officio, acted as co -ord inator betw een the  bureaux.

T he I.D .B . has held fo u r meetings, the first one in V ienna in M arch 1964, 
the  second in Stockholm  in June 1964, the th ird  in  Fort Lauderdale, F lorida,
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U.S.A., in M arch 1965, and the fourth  in Tel-Aviv in M arch 1966. M embers 
o f the I.D .B . have also been present at the E xecutive’s m eetings in Belgrade 
in  Septem ber 1964, in Regina, Sask., C anada, in June 1965, and in Brussels 
in A pril 1966.

The basis fo r the  w ork of the B ureau has been the proposals put fo rth  
by the R esearch  Subcom m ittee. These p roposals were presented as a Jo in t 
R eport by the R esearch C om m ittee and the Executive a t the conference in 
B ournem outh where it was unanim ously accepted.

I. A S S IS T A N C E  IN  D E V E L O P IN G  C O -O P E R A T IV E  IN S U R A N C E  
IN  N E W L Y  D E V E L O P IN G  C O U N T R IE S

1. B r o c h u r e  o n  c o -o p e r a t i v e  in s u r a n c e

A ccording to  the Research report, one of the assignm ents o f the In su r
ance D evelopm ent Bureau was to  p repare a b rochure  explaining what
co-operative insurance is.

T he a im  o f the b rochure  w ould be to  p rom ote  the idea of co-operative 
insurance am ong co-operators, representatives o f trad e  unions, officials and 
governm ental co-operative departm ents, and political leaders in chiefly newly 
developing countries.

R eaders o f the b rochure should be stim ulated to  get in touch with 
the B ureau fo r fu rth e r inform ation .

T he I.D .B . has w orked ou t and prin ted  such a b rochure in 20 000 copies
in English and 5 000 copies in French and Spanish.

One copy of the b rochure  has been sent to  various persons, organiza
tions, schools and institu tions with co-operative o r trade union associations 
with inquiries ab o u t the num ber o f copies that were needed. In April 1966, 
a to ta l o f 11 000 copies had been distributed,

2. M a t e r i a l s  t o  f o l l o w  u p  t h e  d i s t r i b u t i o n  o r  t h e  b r o c h u r e  
ON c o -o p e r a t i v e  in s u r a n c e

In answ ering th e  inquiries m ade on account o f the  b rochure or o th er
wise the  B ureau needed some o ther m ateria l to distribute. T hus follow -up 
m ateria l afte r the  d istribution  o f the b rochure has been prepared.

a) A questionnaire on the needs and possibilities o f  co-operative insurance 
in a country

In  close co llabora tion  with the R einsurance Bureau, the I.D.B. has 
w orked ou t and prin ted  a  questionnaire to determ ine the needs and possib il
ities o f co-operative insurance in various countries. T he questionnaire 
is p rin ted  in English and has been d istributed  as a response to requests 
from  various countries.

In  conform ity  with the decision related  to  the  Research Report, the 
B ureau has a lso  p repared  the follow ing descriptions to be m ailed out in 
response to  specific inquiries fo r inform ation:
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b) C attle  Insurance

c) G roup Insurance

T hese descriptions are p rin ted  and  have been distributed  upo n  request. 
T h e  B ureau has also m ade som e attem pts to  w ork ou t descriptions of 

th e  Parliam entary System  o f  C o-operative Insurance C om panies  and  of 
C rop Insurance. H ow ever, it proved m uch  too difficult to  arrive a t descrip
tions w hich do no t give rise to  m isunderstandings and they have thus been 
used only when special requests for in form ation  have been m ade.

A s enslosures to the c ircular letters o f the B ureau descriptions of in su r
ance problem s in certain countries also have been d istributed. (See below .)

3. E d u c a t i o n  in  c o - o p e r a t t v e  in s u r a n c e

In o rder to  stim ulate the in terest fo r  co-operative insurance activity 
in the developing countries, the R esearch R eport called fo r an  educational 
p rogram m e and fo r study m ateria l inform ing of insurance on co-operative 
basis.

T h e  follow ing w ork has been done by the I.D.B. in this area.

a) A  program m e o f  education: courses in insurance fo r co-operators and  
other representatives o f developing countries

T h e  B ureau has worked ou t and d istribu ted  to  the m em bers a m em o
randum  on the various types o f courses th a t are recom m ended.

b) E ducational material fo r  prospective teachers at insurance courses

T his is som e educational m aterial in English to be used by lecturers 
at courses in co-operative insurance.

c) A survey o f the supply  o f  prospective teachers at insurance seminars

T h e  I.D .B. has com piled a list of officers o f m em ber com panies who 
could  speak a t schools o r  institu tes w here potential labour and co-operative 
leaders from  new countries receive training.

d) A  co-operative insurance sem inar at the A fro -A sia n  Institu te fo r  Labour
S tudies and Co-operation, Tel-A viv, Israel.

In  M arch 1966 the I.D.B. arranged a two days sem inar on co-operative 
insurance a t the A fro-A sian Institu te in Tel-Aviv, Israel. ' M em bers o f the
I.D .B . and  the  Reinsurance B ureau acted as lecturers a t the course.

A ll lecturers a t this sem inar had prepared  som e w ritten m aterial concern
ing various subjects in the insurance field. This m ateria l can be used as 
in fo rm ation  m aterial in the fu ture.

4 . N e e d s  a n d  p o s s i b i l i t i e s  f o r  c o - o p e r a t i v e  i n s u r a n c e  

IN v a r i o u s  c o u n t r i e s

T ogether w ith the R einsurance B ureau the I.D.B. has surveyed the 
possibilities fo r co-operative insurance in various countries. In som e cases 
ra th e r advanced plans have been w orked out.
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This activity has taken place th rough  correspondence and in some cases 
th rough  visits. In som e cases extensive reports have been w orked out. 
A  rep o rt on G reece has been presented  to the  Executive. A fter the I.D.B. 
had  m ade a survey of the situation  in G reece together with G reek  co-oper
a tors, the  R einsurance B ureau also held a m eeting in G reece to help stim ulate 
the starting  of a G reek co-operative insurance com pany. H ow ever, due to 
political events in G reece the m atter has been postponed. Special a tten tion  
has also  been devoted to the Philippines, M exico and Peru. T he devel
opm ent w ithin these countries is follow ed closely by the Bureau.

T he B ureau has also been in con tact with o ther countries like A rgentine, 
Sierra Leone, South K orea, British G u iana, Barbados.

T he I.D .B. has fu rtherm ore been in con tact with the I.C .A. R egional 
office w hich has proposed th a t a  survey should  be m ade of the prospects 
fo r extending co-operative insurance in South East Asia, For the tim e being 
the m atter has been shelved.

II. E X C H A N G E  O F P E R S O N N E L

a) M e m o r a n d u m  o n  e x c h a n g e  o f  p e r s o n n e l

A  m em orandum  on exchange of personnel between m em ber com panies 
has been w orked out by the I.D.B. It has been distributed to m em ber 
com panies to inform  them  ab o u t its objectives.

b) T h e  c o u r s e  “ M e e t  t h e  C.I.S. o f  M a n c h e s t e r ”

In the m em orandum  on exchange of personnel there is a  p roposal 
ab o u t courses of interm ediate length. Such a course was arranged by the 
B ureau in M ay 1965 with the C.I.S. o f  M anchester as host com pany 
T he p rogram m e with an invitation  to the course was sent ou t to all m em ber 
com panies. T he course was attended by 19 participan ts from  ab ro ad  rep re 
senting 12 com panies in E urope and N o rth  Am erica.

c) S u r v e y  c o n c e r n in g  “ l o n g  t e r m  t r a i n i n g  v i s i t s ”

One p a r t o f the exchange program m e is the prom otion o f long term  
train ing  visits between well established com panies. T he purpose o f this type 
of exchange is to  enable an em ployee from  a well established com pany to  
actually  w ork  in ano ther com pany fo r  a period  of six m onths to  one year. 
T o  assess the  desires in  connection with th is type of exchange program m e 
the I.D .B . has m ade a survey am ong the com panies. In form ation  on the
results o f the survey has been d istributed  by the B ureau to the m em ber
com panies, enabling them  to con tact each o th er in this m atter.

d) S u r v e y  c o n c e r n i n g  “ s c h o o l s , c o u r s e s  a n d  s t a f f  m e e t i n g s "

A nother part of the exchange program m e is the prom otion  of the 
exchange o f personnel in connection  w ith sem inars, courses and m eetings 
arranged  by  m em ber com panies in the course of their educational program m e,
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which could be of interest to o ther com panies. Through a questionnaire 
the I.D .B. has collected in fo rm ation  ab o u t p lanned courses th a t m ay be 
of in te rest to  o ther com panies. A  list o f such courses has been com piled 
and d istribu ted  to the  m em ber com panies, enabling them  to  con tact com 
panies planning courses o f interest.

e )  P r o m o t i o n  o f  e x c h a n g e  o f  e x p e r i e n c e  b e t w e e n  v a r i o u s  s p e c i a i .i s t s

OF MEMBER COMPANIES

A  conference for loss prevention and rehabilitation  officers was planned 
to  take place in Stockholm  in 1964. D ue to the small num ber of applicants 
the conference was inhibited.

A  m em orandum  on a conference fo r education and training specialists 
has been worked ou t by the Bureau. T his m atter has been shelved fo r the 
tim e being.

H I. T H E  L O A N  G U A R A N T Y  F U N D  A N D  A L L N A T IO N S , IN C .

T h e  m atter of the Loan G u a ran ty  Fund an the holding com pany has 
been carefu lly  investigated by the I.D .B . since the conference in B ournem outh. 
T he B ureau’s dealing with the m atter is reported  in the proposal from  the 
Executive concerning the Loan G u aran ty  Fund and Allnation.i, Inc.

IV . M IS C E L L A N E O U S

O ther activities of the B ureau com prise the following.

a) C i r c u l a r  l e t t e r s  o f  t h e  B u r e a u

T he B ureau has distributed in form ative  letters to the m em ber com panies. 
T he aim  of this activity is to increase the exchange of ideas and personnel. 
A  special bulletin  is now sent ou t by the B ureau w henever in form ation  of 
in terest to  the m em ber com panies has been received. T hree such news
letters have been sent ou t by the B ureau to  fu rth er the exchange of in fo rm 
ation  betw een m em ber com panies.

b) R e l a t i o n s h i p  b e t w e e n  t h e  R e i n s u r a n c e  B u r e a u  a n d  t h e  LD.B.

A t the Excutive’s request the LD.B. in  co llaboration  with the chairm an 
and the vice chairm an  of the R einsurance B ureau drafted  certain  directives 
to  govern their relationship  which were approved  by the  Executive.

c) V i s i t s  r e c e i v e d  b v  t h e  B u r e a u

T he secretaria t o f the B ureau as well as m ost of the m em ber com panies 
have received visitors from  several countries.
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d ) V i s i t s  m a d e  by  t h e  B u r e a u

Beside the places where the m eetings o f the B ureau has been held, m em 
bers of the B ureau have visited G reece in 1964 and 1966 and M exico in 1965,

e) I n f o r m a t i o n  a b o u t  t h e  I n s u r a n c e  C o m m i t t e e  
IN t h e  p e r i o d i c a i , n e w s l e t t e r  o f  t h e  I.C .A.

A rticles ab o u t the activities o f the Insurance Com m ittee and its two 
bureaux have been published in the series Studies and reports of the I.C.A.

Stockholm  in April, 1966,

T H E  IN S U R A N C E  D E V E L O P M E N T  B U R E A U

K. B a c k , C hairm an and Secretary;
O. B i n d e r ;

H .  H e b e r t ;
B. K a l m s ;
R .  L e m a i r e ;
M . N u s s b a u m ;
R , A. R e n n i e ;
R . E. V a n d e r b e e k .

K .  L i n d b e r g , A ssistant Secretary.
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4. C H A IR M A N S H IP  A N D  S E C R E T A R IA T
O F  T H E  I N T E R N A T IO N A L  C O -O P E R A T IV E  
R E IN S U R A N C E  B U R E A U

M r, John  N u t t a l l , w ho retired on the  1st. o f  June 1 9 6 6  a t age 6 5  from  
his function  of D eputy G enera l M anager o f the C .I.S .-G reat-B ritain , resigned 
his function  o f C hairm an and Secretary o f the I.C .R.B.

T he Executive C om m ittee appoin ted  M r. R aym ond L e m a i r e  as C hairm an, 
and M r. H arry  K n i g h t o n  as Secretary of the  I.C .R.B,, th e  Secretariat 
rem aining a t the C hief Office o f the C.T.S.-M anchester.
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EXHIBIT S

R E IN S U R A N C E  B U R E A U  O F  T H E  I.C.A. 

A n n u a l  P r e m iu m s
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EXHIBIT 11

V E N t Z U E L A  
37.0 (20 yp j r s )

FA L L  O F  PU R C H A S IN G -P O W E R  

(in 20 years)
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EXHIBIT 12

International Co-operative Reinsurance Bureau

R epartition  of: Population ,
W orld incom e. A m ount o f insurance prem ium , M em bership of l.C.A,

% of world 
population

% of world 
income

% o f  wor ld  
p r e m i u m  in co m c

I.e.A. 
membership

W estern E urope 8.7 21.8 22.7 20.1
U.S.A. +  C anada 6.7 37.5 64.4 13.6
Sou th  A m erica 7.3 3.5 1 0.5
A sia (com m unist

countries excepted) 27 8.1 3.0 29.6
A frica 8 2.2 0.7 0.5
E aste rn  E urope
(U.S.S.R. excepted) 3.8 4.5 1.1 10.4
U.S.S.R. 7.2 14.3 4.3 24.6
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organizations in advanced countries have been willing and prepared  to render 
all possible assistance in offering facilities to  the co-operative insurance 
societies in less developed countries. O ur Society depended on M r. A. D uval, 
the A ctuary  of the  C.I.S. M anchester, w ho has been our consulting actuary  
since inception. F o r exam ple we have only fo u r actuaries in M alaysia and 
if we did no t get the assistance from  the C.I.S. M anchester  we could no t 
have even com m enced business. It is true th a t the I.C.A. Insurance C om 
m ittee th rough  the D evelopm ent B ureau and R einsurance B ureau is doing 
a w onderful job  in assisting the new ly-created and existing co-operative in su r
ance societies in m aking the training and o ther facih ties available to them . 
If the staff recruited  fo r w ork in a  co-operative insurance society does no t 
have the necessary technical skill and knowledge, no progress can possibly 
be achieved. If  those w ith the  necessary skill, experience and knowledge 
are recruited they  m ay also find it difficult w ith the  Board of D irectors, who 
have little  o r no  knowledge of insurance business being representatives o f 
the co-operatives th a t invested capital in  the insurance society. A successful 
and able em ployee will no t get his term s and conditions revised in the sam e 
m anner as in a p rivate  insurance com pany. Som e of the d irectors m ay have 
less incom e than  he has. Som e of the d irectors m ay n o t be bothered a t all 
with the  progress. Some of the d irectors m ay have personal prejudices 
against him . M ost o f them  m ay no t appreciate his value until it is too late. 
A fter all a co-operative em ployee cannot be expected to sacrifice too m uch 
just because he is a  dedicated co-operator. T his problem  can be solved as 
we did in M alaysia.

4. Lack o f Insurance Consciousness: As the standard  o f literacy in 
developing countries is no t high, an  intensive educational program m e will 
have to  be launched so th a t the o rd inary  m an understands the value of 
co-operative insurance. T he insurance societies in the developing countries 
therefore have to  face the problem  of creating insurance consciousness 
am ong the people. T he people do no t realise the im portance of insurance 
particu larly  life insurance. T hey  look  upon  insurance with suspicion, as 
som ething which is ou t to sw indle them  o f their h a rd  earned m oney. It 
requires a  great deal o f persuasion to  m ake the person to  agree to  take 
a  life assurance policy. T he people therefore  have to  be educated in insur
ance and in their insurance needs.

5. Lack o f C lose L in k  between the C o-operative Insurance Socie ty  and
other sectors o f  the  Co-operative M o vem en t:  T he creation  of a close
association betw een a  co-operative insurance society and the o ther sectors 
of the co-operative m ovem ent is absolu tely  necessary fo r  the progress of 
co-operative insurance. N o developm ent o f insurance business is possible 
w ithout close co llabora tion  betw een the co-operative insurance societies and 
the  co-operative m ovem ent o f the country. T he insurance society will also 
no t be able successfully to  m eet the challenge from  o ther capital-ow ned 
insurance organizations if  it does no t receive full su p p o rt from  the co-oper- 
ative m ovem ent of the country.

6. L a ck  o f  E xchange o f In form ation:  T his is a  prob lem  w hich cannot 
easily be overcom e as an  insurance co-operative society m ay like to  keep all 
its schemes of insurance and o ther in form ation  only to  itself. I feel in order
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to ob tain  better results there should be no t only in the same region but also 
in the o th er regions on m atters o f policy and procedure . If  inform ation is 
exchanged, it will lead to  im provem ent o f rela tionsh ip  and understanding 
between the co-operative insurance societies fo r m utua l benefit. N o  organi
zation betw een co-operative insurance societies in the developing countries 
and the insurance co-operatives in very h ighly developed and industrialised 
countries exists. T here  is therefore  no co-ord ination  of activities am ong the 
insurance co-operative societies. Specialised courses in agency m anagem ent 
and society m anagem ent should often be held jointly  fo r the m utual benefit 
of the co-operative insurance societies

7. H igher C om m ission  Rates: H igher com m ission rates allowed by
private insurance organizations often lead to  the harm ful practice o f “rebat 
ing” to  obtain  business. I f  a newly form ed co-operative insurance society 
offers com paratively  low rates o f com m ission, it m ight have to  face diiRculty 
in obtain ing  sufficient business for its existence. It has therefore either 
to raise its com m ission rates to the level allow ed by o ther insurance com panies 
in the a rea  or face the prospect of considerably  losing the business to the 
other com panies. H igh com m ission rates, as I calculate, are a considerable 
handicap to  the grow th and developm ent o f a newly established co-operative 
insurance society.

8. Investm ent: A  co-operative insurance society has to  be very careful 
with regard  to  investm ent of its surplus funds. Its fu tu re  progress and p ro s
perity  fies in its investm ent incom e. It has to face the problem  of investing 
its funds fo r  a bigger return  o r fo r the d irect benefit o f the co-operative 
m ovem ent which m ay no t be as profitable. Before deciding on investm ent, 
however, the  co-operative insurance society has to bear in m ind the interests 
of its policyholders. T here  is a tendency in developing countries fo r co-oper
ative insurance societies to invest a large p o rtion  of their surplus funds 
within the co-operative field.

Y ou will how ever be am used to  h ear o f the procedure  to be com plied 
with by the B oard of a C o-operative Insurance Society in a developing 
country before  any investm ent is m ade in property . F irst of all approval 
o f a G enera l M eeting should be obtained. T hen  application  should be m ade 
to  the R egistrar o f C o-operative Societies fo r perm ission to  invest. By the 
tim e the p rocedure  has been com plied with the p roperty  concerned m ay have 
been sold or the price m ay have gone up. T hen  the m erry-go-round again 
to get perm ission a t increased price. You can see, therefore, how  difficult 
it is fo r a  co-operative insurance society to  m ake investm ents. In  m ore 
advanced developing countries am endm ents to  the co-operative law are  being 
m ade to  perm it m ore efficient investm ent procedure by  large co-operative 
societies. Perm ission to invest in industrial stock is also being provided for.

In conclusion, I m ust add th a t though there are so m any m ajor problem s 
to  be solved, co-operative insurance in developing countries can be a success 
if  the m em bers of the Insurance C om m ittee continue to assist in the fo rm ation  
and organ ization  of such societies. The M alaysian C.I.S. is the best exam ple 
of w hat can be achieved through such assistance. T he M alaysian C .I.S. 
in turn  has now  offered to  assist as well in a  small way. I hope th a t by 
the tim e we m eet again  m ore co-operative insurance societies could have 
been fo rm ed  th rough  the direct efforts of o u r Insurance D evelopm ent Bureau 
and the R einsurance Bureau.
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wc all do—  very inexperienced in the w ork which m ust be carried ou t on 
an in te rnational level. In terna tional w ork  is alw ays difficult to carry  ou t 
even betw een organizations which base their activities on the sam e ideals. 
T here  are som e troubles—even tendencies to  conflicts— w hen they try  to 
find m utual so lu tions to different problem s.

It is therefore  difficult to  avoid disturbances in in ternational w ork  and 
th a t is the reason why I w ant to stress how im p o rtan t it is th a t we keep each 
o ther inform ed ab o u t o u r in ternational activities and th a t we try to w ork 
th rough  the in te rnational bodies we ourselves have established. If, from  
a na tional po in t of view, we find th a t an action taken by ano ther m em ber 
com pany disturbs us, we m ust try to  understand the good will behind this 
action and n o t hurriedly  suspect h idden im perialistic tendencies. If  we in 
spite o f this are against the action, we m ust find a way to  ta lk  w ith each 
o ther abou t it in order to clear up the situation. T he experience from  such 
cases could be very valuable and serve as a lodestar fo r fu ture  decisions 
and co llaboration .

It is tru e  th a t the extension of the possibilities to  com pete in the E.E.C. 
a rea  will bring  with it special problem s fo r  the co-operative insurance 
com panies, w hich fo r n a tu ra l reasons do  no t wish to  com pete with each 
other. It w ill therefore be necessary fo r these com panies to  devise new 
form s of co llabora tion  in  order to cope with these and o ther problem s. 
C onsidering th a t the creation o f the E.E.C. will p robab ly  enable the large 
in ternationally  operating  private stock com panies to becom e even m ore 
active in E urope, a num ber o f the sm all co-operative insurance com panies 
m ay find it difficult to  hold their own if they  do no t increase their activity 
th rough  am algam ation  o r in o ther ways. T he form ation  of a C om m on 
M arket fo r the whole of W estern E urope m ay therefore  com pel the co -oper
ative com panies to  work together even m ore vigorously and intim ately.

In such a situation  I am  afra id  that na tiona l loyalties often prevent 
all of us from  being sufficiently bold and farsighted. 1 am  aware of the 
fact that there  could be different opinions ab o u t the way to extend the 
co-operative insurance in the in ternational field. 1 am  also one of those 
w ho want to  exam ine all new projects with open eyes and from  different 
aspects.

Personally , 1 decisively favour com m on in ternational solutions, bu t I do 
no t hesitate to  recom m end ano ther course if it produces results m ore quickly 
and m atters are handled in a correct way. Experience shows that we are 
alw ays sho rt o f time, and no t to act w ithout unnecessary delays m ay m ean 
lost opportun ities fo r one generation or m ore.

A certain  com petition  betw een co-operative com panies can in some 
cases be an advantage fo r the consum ers, bu t generally co-operative en te r
prises in a  coun try  o r in different countries should  no t be engaged in 
b itte r com petition  with each other. On th e  con trary , they should tru s t
fu lly  and in concert th rough  in fo rm ation  and com m ercial activity help  
each other to  increase the resources and effectiveness in their com petition 
with o ther com panies and o ther form s of business organization, m ainly the 
private capitalistic  com panies— in this case in the insurance field, nationally  
and in ternationally .

T he prob lem  ab o u t the activity a f  co-operative insurance com panies, 
and their in ter-relations in a world with larger m arkets and gigantic private 
capitahstic  com panies o f in ternational na ture , was m ade a topic of a  dis
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cussion held by leading representatives o f the N ord ic  co-operative insurance 
com panies in Stockholm  on A pril 30, 1964. T he result of this discussion 
was an  unan im ous declaration  of the follow ing content:

“ F rom  a N ord ic  co-operative point o f view an effort has been m ade at 
this m eeting to  consider the situation  w hich can com e about as a result of 
the developm ent tow ards larger in te rnational m arkets.

“ A fter a discussion abou t the new situation  this joint com m ittee has 
arrived  a t the conclusion th a t the N ordic co-operative insurance com panies 
m ust be p repared  to adjust to  a  changed m arket situation. T he com m ittee 
has established th a t the N ord ic  co-operative insurance com panies have no 
p lans to  w iden their activity  to  include direct business in o ther N ord ic  
countries.

“ F o r discussions of controversial questions this joint com m ittee should 
be regarded as a su itable fo rum .”

It should be necessary fo r p rivate  stock com panies in all countries 
constantly  to  take in to  account an efficient co-operative com petition. It is 
fu rtherm ore  no t quite satisfactory  if  co-operative insurance in a country  
restricts itself e ither only to  life insurance or only to non-life insurance.

F rom  the po in t o f view of the consum er of a  country  o r a  large com 
m on m arket, it is always im portan t th a t there be facilities fo r co-operative 
coverage in the different essential classes o f  insurance, and th a t private stock 
com panies be constantly  forced to  b ear in  m ind an  effective co-operative 
com petition.

T o  prepare  us fo r the future I th ink  th a t we shall have to  clarify the 
principles according to  w hich we collaborate. I th ink  we need to m ake a 
thorough  study to  accom phsh this.

Private insurance com panies are to -day  m erging into huge groups and 
are  operating  on  the w hole in te rnational field. T hey are increasingly 
pu tting  the co-operative societies in to  a  hard  com petitive situation. I th ink 
therefo re  that we need a study of the ways in w hich we can assist each 
o ther in o rder to increase the efficiency of the co-operative insurance 
m ovem ent.

T here  a re  m any questions to be answ ered. T hey are questions th a t 
should  preoccupy us here ra th e r than  o thers that only give rise to  disturbing, 
inflam ed and irrita ting  discussions.

I w ould like to propose a study to be m ade and presented to the full 
conference in 1969. I suggest th a t the Executive be com m issioned to  
ap p o in t a special com m ittee to  perform  such a study.

T he practical experiences that we have acquired  and the tru st betw een 
the people th a t has been bu ilt up over decades w ill be of the  greatest im p o rt
ance fo r  the fu tu re  developm ent of co-operative insurance. T he technological 
developm ents w hich will change all com m on conceptions of distance and 
tim e w ill resu lt in  large and com plicated struc tu ra l problem s fo r  the 
co-operative insurance com panies if we do no t follow  the developm ents 
closely and rad ically  adopt necessary m easures in various countries.

In  m y op inion, such problem s can best be solved by a co-operation 
am ong co-operatives unim peded by short-sighted traditional national prej
udices.
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EXHIBIT IS

Report by Mr. Henri Lemaire on: 
‘Is it Possible to Improve the Results 

in Motor Insurance?”

F o r years the insurers in o u r countries have been com plaining about 
th e ir m o to r claim s statistics, and they are losing lots o f m oney.

F ro m  tim e to  tim e they raise the  prem ium  tariffs. B ut this is only 
tem p o rary  patching. A nd som e m onths o r som e years later they  have to 
do the  sam e once again.

As a  m atter o f fact the m oto r car claim s are becom ing m ore and m ore 
expensive.

W hy?
Several grounds can be alleged:

1) The num b er o f  vehicles is relentlessly  growing. As a consequence, the 
num ber o f crashes grows in the sam e o r even in a h igher p roportion .

2) T he speed of the traffic is grow ing too . A ll m odern  cars are  able to 
b reak  the 60 miles. C onsequently , m any  drivers “speed it up .”
N ow , it is m ore difficult, when driving a t h igh speed, to avoid an accident 
th an  when driving slowly.

3) The cost o f  living  is relentlessly going up  in all countries.
C uriously  enough, the prices o f all goods are  constantly  going up  except 
those o f the cars.
In w estern E urope the  prices of the  cars have been to som e extent 
reduced since these three years. Even a sm all budget can now , better 
than  before , afford the purchasing and operating  costs o f a car.
In  our co-operative concerns we reckon th a t a qu arte r to a th ird  o f our 
staff ow n a car.
O ur p rofessional field agents are  all equipped with one.
To-day there are thus more young  drivers on the road.
It is unquestionab le  th a t young drivers a re  often ra ther reckless. 
G row n-up  people generally  use a car to  m ake a trip  under reasonable 
conditions of speed and com fort.
T o  a  teen-ager, every errand  is an opp o rtu n ity  fo r a little thrill.
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4) Last bu t no t least, ihe prem ium s are no t linked lo the index scale
(a lthough the idea m ight now  be on the move).
On the contrary, the repair costs are practically linked  to the  index.
T hey  are  no t exactly linked to  the cost of living bu t ra th e r to  the
salaries. W hen there is m ateria l dam age involved the repair costs will 
depend on the cost o f labour. W hen there  are injuries involved, the
indem nity  allowed by the C ourts depends on the victim ’s salary. Since
salaries are going up  in all our contries, the claims settlem ents will 
fo rcib ly  follow  the  sam e curve.
It is thus norm al as well as unavoidable  that from  time to  tim e the 
prem ium  tariffs be adjusted to  the settlem ents.

W hat can we do to  im prove the picture?
O f course, we can just go on doing the sam e and raise the tariffs every

now and  then, so th a t the sales prices m atch  the  costs.
But this is no t a very satisfactory  solution.
T h e  real thing to do is to  reduce the  nu m b er of claims.
C an the  insurers tackle this single-handed?
C erta in ly  not.
T he first m ove has to come from  the pub lic  authorities. T he insurers 

will then  be able to  give their assistance to the authorities in two ways:
F irst o f all by rew arding the  safe drivers by m eans of lower prem ium s.
M oreover, by advising the au thorities on the  basis o f the data  they have 

registered in the various countries.
T his is, in fact, the purpose o f the paper I am  subm itting to  the  In su r

ance C om m ittee Conference.
I w ant to exam ine together w ith you all, which m easures could  be 

taken  in o rder to perfuse some carefulness in to  the drivers’ minds. In case 
a m ajority  in this assem bly agree ab o u t the proposed ways, I suggest that 
every m em ber com pany report to  their own governm ent on the conclusions 
o f our com m on activities in this field.

IN T E R V E N T IO N  O F T H E  P U B L IC  A U T H O R IT IE S

In m y opinion speed is liable fo r  m ost accidents. O ur first aim  ought 
thus to  be a reduction o f speeding.

H ow  can this be achieved?

a) By lim iting the speed on public  roads.
O f course, a  line m ust be d raw n between the traffic inside the towns 
and the traffic on the  highways.
A nyhow , it is evident th a t a speed lim ita tion  w ould be a step tow ards 
a  reduction  in the num ber and seriouseness o f the fatalities. N eedless 
to  add th a t such a lim itation w ould w ork  only if speeding is severely 
restrained.

b) By fighting alcoholic intoxication which induces drivers into speeding, 
in to  tak ing  unnecessary chances, whilst it im pairs their driving abilities.

c) By m aking a driver’s licence com pulsory.
O btain ing  such a license requires tw o abilities;
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1) A good knowledge of the traffic rules;

2) A  sufficient handiness in driving a  car.
T heoretically  such a thing as a  d riv er’s license looks perfectly  advisable. 
But, practically  there are no m ore accidents in the countries w ithout 
than  there are in the countries w ith a com pulsory  driver’s license.

d) By forb idd ing  the driving of vehicles to  people under a given age.
In m y coun try  you have to be eighteen to  drive a car. But in o ther 
countries people m ay drive at fifteen provided they get a license.

e) By m aking a m edical exam ination com pulsory.
In m y opinion, this w ould be o f little avail.
I tru st th a t aging people o r persons w ho are  som ew hat deaf drive with 
unusual carefu lness since they know  they are  handicapped.

As a rule, the m ost appalling crashes are b rough t ab o u t by youngsters 
w ho are convinced of being top  class drivers and on th a t assum ption 
eager to  take the m ost reckless chances.

f) By setting special penalties against the trespassers on traffic rules.
W hich are  the m ost efficient penalties against offenders and people who 
have caused accidents due to their recklessness, bearing in m ind that
such penalties aim  in the first place a t preventing the repetition of the
offense?
Indeed, the penalties are  not set in o rder to punish as they were in
the old times, bu t to  prevent fu rth er offenses.
A m ong the penalties th a t m ay be considered let us m ention:

1) A  fine— we are under the im pression that such a penalty  is practically 
purposeless.

2) A pen iten tiary  sentence.

3) C ancellation  or suspension of the d river’s license.

A re there  o th er and m ore effective penalties to  be taken in to  consider
a tion?

W H A T  C A N  WE. IN S U R E R S . DO  TO  H E L P  M A T T E R S ?

In  the first place, we m ust confess th a t we m ade a fundam ental m istake 
— and I w onder w hether it would still be possible to  am end it— when basing 
the prem ium  on the  horse-pow er instead of on the driver’s skill.

Practically , we realize th a t those w ho pay heavy prem ium s fo r big 
cars drive these as a rule under perfectly  relaxed conditions, and with m uch 
self-control and carefulness.

On the o th er hand , the hot-rods which overtake them  at top speed 
are generally  sm all sport cars paying light prem ium s and driven by ligh t
headed youngsters.

O ne is entitled  to w onder w hether the difference in the way those people 
drive is n o t to be traced to  the fact that the first ones are some tw enty- 
five years o lder th an  the others.

N ow , is there  no  way to  shake dow n the  universally  acknowledged 
principle of prem ium s based on horse-pow er?
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I th ink there is.
But to  achieve such a radical turn , a ll insurers ought to join the move.

A nyhow , w hether we switch over to a  new system  or stick to  the present 
one, we are bound  to find a way to  rew ard those w ho drive carefully  and 
punish those who, owing to  their recklessness, bring abou t unnecessary 
fatalities.

In my op inion, the only way to reach such a goal is to grant a  bonus
to  accident-free drivers and to  penalize with a m alus those w ho are prone
to run  into trouble.

In my country , some insurers tried to g ran t bonuses scaled in acco rd 
ance with the  policyholders’ various professions.

B ut they often  noticed that the driver of the car was not always the 
guy w ho had underw ritten  the contract.

U nder these conditions, classifying the policyholders according to their 
profession o r trad e  becam e purposeless.

All the preceding considerations aim  only a t giving m atter fo r thought 
to  the  delegates attending the  I.C .A, Insurance C om m ittee C onference.

W e hope th a t m any of them  will give us a piece of their opinion on
the problem s m entioned in this paper.

H enri L e m a ir e .
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EXHIBIT 16

Bibliography annexed to Mr. Vanderbeek’s comments 
on item 9 of the Agenda

1. M ichelbacher, G . F., “C asualty  Insurance fo r  A utom obile O w ners,”
Proceedings o f  the C asualty Actuaria l Society, V ol. V, p. 213, N ew  Y ork,
1919.
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1964, p. 217.

3. C urry , H aro ld  E., Ibid.

4. C asua lty  A ctuaria l Society, Proceedings, Vol. LI, p. 260. N ew  Y ork, 1964.
C urtler, M ax, “ Bonus ou M alus,” The A stin  Bulletin, Vol. I l l ,  P a rt I,
p. 43.
M artin , D . B., “A utom obile  Insurance R atem aking  in C anada,” Trans
actions o f the X V I th  International Congress o f  Actuaries, p. 37; Brussels, 
1960.
M artin , D. B., “C anadian  A ccident-Free C lassification System ," The A stin  
B ulletin , Vol. I, P a rt III , p. 123.
M cG uinnes, J. S., “ Uses and L im its of M oto r M erit-R ating  P lans,” 
Transactions o f  the X V I lh  International C ongress o f Actuaries, p. 85; 
Brussels, 1960.
M ehring, Johannes, “ D ie V ersicherung V on K raftfah rschaden  in Bundes- 
republik  D eu tsch land ,” Transactions o f  the  X V I th  International Congress 
o f Actuaries, Brussels, 1960.
M ehring, Johannes, “Prem ium  R ates in the G erm an  M otor Insurance 
Business,” T he A stin  Bulletin, Vol. I l l ,  P a rt I, p. 13.
Philipson, C arl, “ The Swedish System  of B onus,” The A stin  Bulletin, 
Vol. 1, P a rt III , p. 134.
W ittick, H erb ert E., “T he C anadian  M erit R ating  P lan fo r Individual 
A utom obile  R isks,” The Proceedings o f the Casualty A ctuaria l Society, 
V ol. X LV , p. 214; N ew  Y ork, 1958.

5. Philipson, C arl, op. cit.

6. M artin , op. cit.
W ittick, op. cit.

166



EXHIBIT 17

Societies affiliated with the Insurance Committee 
of the International Co-operative Alliance

1 A ustralia  I N a tio n a l C o-operative Insu rance  Society
799-801, H un ter Street, N ew castle W est (New South 
W ales)

2 A ustria  2 W iener Stadtische W echselseitige V ersicherungsanstalt
Schottenring 30 —  R ingturm , V ienna 1 P.O . Box 80 — 
H auptpost.

3 B elgium  3 L a  Pr^voyance Sociale
P.S. Building, ru e  R oyale, 151, Brussels 3 

4 Les Assurances Populaires 
rue de la Loi, 141, Brussels 4

4 Canada  5 L ’A ssurance-Vie D esjardins
Edifice D esjardins, Levis (Province de Quebec)

6 La Soci^t^ d’A ssurance des Caisses Populaires
100 Est, R oute T rans-C anada, L6vis (Province de
Quebec)

7 C o-operative Insurance Services
1920, College A venue, R egina (Saskatchewan)

8 C o-operators Insurance A ssociation
9 C o-operators Life Insurance Association 

150, 9th Street, Owen Sound (O ntario)

5 D enm ark  10 Alka
G othersgade 45, C openhagen K

11 A ndels-Pensionsforeningen
H.C. A ndersens B oulevard 47, C openhagen V

12 Forsikringsselskabet Faellesvirke
13 M ejeriernes og L andbrugets U lykkesforsikring 

V ester Farim agsgade 19, C openhagen V
14 G enforsikringsselskabet N erva A/S
15 A ndels-A nstalten T ryg 

R osen0m s Alle 1, C openhagen V
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6 F inland  16 K eskinainen H enkivakuutusyhtio  K ansa
17 K eskinainen V ahinkovakuutusyh tio  K ansa
18 Pensionkassa T uki 

H am eentie 33, Helsinki
19 E lakekassa E lonvara
20 H enkivakuutush tio  Pohja
21 Keskinainen H enkivakuutusyh tio  Pohja 

R uneberginkatu  5, Helsinki

7 France 22 La Sauvegarde
14, rue de la C hapelie, Paris 18''

8 G erm any  23 D eutsche Sachversicherung E igenhilfe
Steinstrasse 27, H am burg  1 P.O. Box 998

24 Raiffeisen- and  V olksbanken-V ersicherung 
Sonnenbergerstrasse 2, W iesbaden (16)

25 A lte V olksfiirsorge
A n der A lster 57-61, H am burg  1

9 Great Britain  26 C o-operative Insurance Society
C.I.S. Building, M iller Street, M anchester 4

10 H olland  27 De C entrale
R ijnstraat 28, T he H ague 

28 Vem aco
W estzeedijk 487, R otte rdam  6

11 Iceland  29 Sam vinnutryggingar
30 A ndvaka

A rm uli 3, R eykjavik SA.

12 India  31 T he U nion C o-operative Insurance Society
23, Sir P. M. R oad , F o rt  Bom bay — P.O. Box 1027

32 C o-operative G enera l Insurance Society
548, M ahatm a G an d h i R oad, H yderabad  1 (A.P.) — 
P.O. Box 212

13 Israel 33 H assneh
19, R othschild  B oulevard, Tel-Aviv

14 Ita ly  34 C om pagnia A ssicuratrice U nipol
V ia O berdan, 24, B ologna

15 Japan 35 N a tional F ederation  of Insurance C o-operatives fo r
L abourers and C onsum ers
R okin-K aikan, 5, 2-chom e, M inatoku, Shiba-Tam ura- 
cho, T okyo

36 Z enkyoren (N ational M utual Insurance F ederation  of 
A gricultural C o-operatives)
Z enkyoren B uilding, 2-7, H irakaw a-cho, C hiyoda-ku, 
T okyo

16 M alaysia  37 T he M alaysian  C o-operative Insurance Society
36, Ja lan  A m pang, K u a la  L um pur —  P.O. Box 817
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17 N orw ay  38 L ivsforsikring Sam virke
39 Skadeforsikring Sam virke 

Tollbugaten  20, Oslo

18 Pakistan  40 The C o-operative Insurance Society of Pakistan
C o-operative Insurance Building, The M all, L ahore  3 
P.O. Box 147

19 P uerto R ico  41 C ooperativa de Seguros de Vida de Puerto Rico
Calle F ernando  C alder, 463, Roosevelt, P.O. Box 267

20 Sw eden  42 Folksam  M utual L ife Insurance Society
43 Folksam  G enera l M utua l Insurance Society
44 Folksam  In terna tiona l Insurance C om pany Lim ited
45 Folksam  W orkm ens C om pensation M utual Insurance 

Society
Bohusgatan 14 —  Folksam  Building, Stockholm  20

46 K ooperationens Pensionsanstalt 
Bohusgatan 14, S tockholm  20

21 Sw itzerland  47 C oop-Lebensversicherungs-G enossenschaft
A eschenvorstadt 67, Basle

22 Tunisia  48 El Ittihad
24, rue du Portugal, Tunis

23 U .S.A . 49 N ationw ide M utual Insurance Com pany
50 N ationw ide M utual F ire  Insurance C om pany
51 N ationw ide Life Insurance Com pany
52 N ationw ide G eneral Insurance Com pany 

246, N o rth  H igh S treet, C olum bus 16 (Ohio)
53 M utual Service Life Insurance C om pany
54 M utual Service C asualty  Insurance C om pany 

1919, U niversity  Avenue, Saint Pau l 4 (M innesota)
55 League Life Insurance Com pany

13300, W oodrow  W ilson, D etro it (M ichigan) 48238

O bserver Saskatchew an G overnm ent Insurance Office
11th A venue and C ornw all Street, Regina 
(Saskatchewan)
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EXHIBIT 18

International Co-operative Alliance 
Insurance Committee 

Rules

A rt. 1. T he Insurance Com m ittee of the In terna tional C o-operative 
AUiance has as its objects jo in t investigation, the developm ent of jo in t action 
program s, the exchange of in fo rm ation  and  personnel, and the  establishm ent 
of in te rnational co-operative relations in m atters o f insurance and reinsurance.

A n . 2. M em bership  of the  C om m ittee shall be open to  co-operative 
insurance societies.

O ther insurance organizations m ay be adm itted  provided their objects 
and m ethods are  in conform ity  with those of the co-operative m ovem ent 
and provided they are no t carried  on w ith a view to  profit in o rder to 
enrich certain  individuals o r institu tions o f a  capitalistic  nature .

Such societies can only becom e m em bers o f the Insurance C om m ittee 
with the  consent o f the C entral C o-operative O rganization  o f 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.

A rt. 3. C ontribu tion  to  the funds o f the C om m ittee shall be calculated 
on the basis o f £1 fo r each com plete 100 000 pounds sterling o f yearly 
prem ium  incom e, w ith a m inim um  contribu tion  o f £50 from  each affiliated 
society o r group of connected societies.

A rt. 4. T he Executive C om m ittee shall consist o f seven m em bers elected 
by the Insurance Com m ittee. A t the first m eeting o f the Executive C om 
m ittee follow ing each  Congress, a C hairm an, a Vice C hairm an  and a Secre
tary  shall be elected.

T he President, D irector and G eneral Secretary of the I.C .A. shall be 
ex-officio m em bers o f  the Executive Com m ittee.

In event o f a  vacancy o r vacancies arising on  the Executive Com m ittee 
as a  result o f death , resignation o r re tirem ent from  the service o f a m em ber 
Society, the rem aining m em bers shall have pow er to co-opt a  person or
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persons em ployed by a m em ber Society or Societies to fill the vacancies 
until the next C onference o f the Insurance Com m ittee. Persons co-opted 
shall no t necessarily be in the service of the Society o r Societies which 
em ployed the  previous m em bers.

T he Executive Com m ittee shall also have pow er to invite o ther person 
or persons to a ttend  their M eetings if it should appear desirable in order 
to  secure first hand  inform ation  on specific problem s but such persons shall 
no t participate in the general w ork of the Executive Com m ittee and shall 
not have a vote.

A rt. 5. T he Insurance C om m ittee shall m eet in C onference every three 
years a t the sam e tim e and  place as the  C ongress o f the In terna tional 
C o-operative A lliance.

I t  shall:
a) C onsider the  report of the Executive on its activities since the previous 

m eeting, a lso  the financial statem ent and take decisions thereon.
b) Re-elect or replace m em bers of the Executive.
c) G ive their decisions regarding the p roposals subm itted by the Executive.
d) Decide upon  the  program m e of w ork  to be undertaken during the three  

follow ing years.
Societies w hich have paid  their subscription have the right to  vote. 

Each society has one vote.
If  necessary, a  special m eeting m ay be convened at any time.

A rt. 6. T he Executive will m eet w henever the  necessity arises, bu t not 
less than  one tim e each year.

If  possible the  m eetings will be held a t the sam e tim e and place as 
those o f the C entra l C om m ittee o f  the In ternational C o-operative A lliance.

A rt. 7. T he Executive is responsible fo r the organization o f the C o n 
ference and the p reparation  of the Agenda.

It shall:
a) Exam ine the reports o f  the Secretary  and o f the m em bers appointed  

to rep o rt on the  various items of the agenda.
b) A ppoint such subcom m ittees as m ay  be considered necessary fo r the 

conduct o f its affairs.
c) A pprove the statem ent o f receipts and expenditure on the proposition 

of the Secretary.
d) Supervise the carrying ou t by the  Secretariat o f the decisions of the 

Conferences.
e) Supervise the  w ork of the In terna tional C o-operative R einsurance Bureau.

A rt. 8. T h e  Secretary of the C om m ittee is responsible fo r the co-ordi
nation  of in form ation , fo r undertaking necessary investigations and fo r 
supplying the affiliated O rganizations w ith sum m aries o f the various do cu 
m ents.

H e a lso  prepares reports fo r subm ission to  the Executive Com m ittee.

A rt. 9. T h e  Secretary of the Insurance C om m ittee will furnish  reports 
on the  w ork o f the  C om m ittee to  the C en tra l C om m ittee o f the In ternational 
C o-operative Alliance.

(As am ended by the Full C onference on O ctober l l th ,  1963.)
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