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Preface

Thi s trai ni ng package is one of a nunber of training packages desi gned
by the | LO MATCOM Project to assist people who plan or carry out train-
ing for the managerial staff of agricultural co-operatives in devel op-

ing, countries.

The training provided under this training package, as well as under the

ot her packages in this series, is based on a thorough anal ysis of:

(1) the tasks and functions to be performed in agricultural co-opera-

tive societies in devel opi ng countri es;

(i) the common problenms and constraints facing the effective perform

ance of these tasks and functions.

The result of this analysis is reflected in the MATCOM "Curri cul um
Gui de for Agricultural Co-operative Managenent Trai ni ng". The Gui de
contai ns syll abuses for 24 managenent subjects and MATCOM has produced

trai ni ng packages, sinmlar to this manual, for the foll ow ng subjects:

- Collecting and Receiving Agricul tural Produce
- Transport Managenent
- Storage Managenent
-  Marketing of Agricultural Produce
- Supply Managenent
- Rural Savings and Credit Schenes
- Staff Managenent
- Financi al Managenent
- Cost Accounting
Ri sk Managenent
Proj ect Preparation and Apprai sal
Wor k Pl anni ng
Export Marketing

Managenent of Larger Agricultural Co-operatives

For nore infornmation on the above training material, please wite to:

The MATCOM Pr oj ect

c/ o CO OP Branch
International Labour O fice
CH 1211 Geneva 22

Swit zer| and.



Ihe Target Group

This training programme is designed to assist in the training of
anyone who has responsibility for advising on or actually managi ng
the risk reduction and insurance of co-operative societies. This
may include co-operative advisors, managers or other staff who are

involved in this activity.

Alm

The aimof the programme is to enable trainees to identify and as-
sess the risks in an agricultural co-operative, to identify ways
and neans of reducing or elimnating such risks and/or to nmake the
appropriate insurance arrangenents so as to guarantee for the co-

operative society the best possible security.

In particular, the course should inprove trainees ability:

- to recognise the risks facing an agricultural co-operative and

its menbers

to identify ways of avoiding or reducing risk, and to assess the

costs and benefits involved in risk reduction activities;

to describe the basic principles of insurance, and to identify

di f ferent ways of organi sing insurance;

to identify those risks which can and cannot be insured against;

- toidentify the particular problens of agricultural insurance

- to distinguish between different ways of obtaining insurance;

- to conmplete insurance proposals and to understand the neani ng of

their society's policies;

- toidentify what they are and are not entitled to claimfor from

an insurance conpany in the event of |oss;



to nake clains and obtain settlenent fromtheir insurance as
qui ckly and equitably as possible;

to identify situations where |ivestock insurance is economic,

and to take account of the necessary restrictions;

to identify circunstances when crop insurance is desirable and
feasible, and to obtain such insurance or collaborate inits

provision if it is not yet avail able;

to identify the full range of general business insurance which
may be applicable to their co-operatives, and to avoid conmon

m sunder st andi ngs when taking out or claining on an insurance

policy;

to apply accurately what they have learned to their own

soci eties' insurance arrangenents.

Use

The course as described in this manual can be wused for a
speci al i sed course on risk managenment. The conpl ete progranme, or
i ndi vi dual sessions or parts of sessions, can also be incorporated
in the curriculumfor a nore conprehensive nmanagenent trai ning

progr anme.

Duration

The conpl ete programme, as described in this manual, consists of
14 sessions Session tinmes vary from1 to 3 hours. The total
programme will take between 25 - 30 hours, or between 3 -_5 days,

dependi ng on the qualifications and experience of the trai nees and

t he hours worked each day. The time may well be exceeded, and
each instructor nust decide on the likely duration in view of

| ocal conditions.

o

The programe is based on the assunptions that training is
expensi ve and that noney for co-operative nanagenent training is

scarce. Therefore, it |ooks upon training as an investnent, and



unl ess the training yields results, the return on the noney in-

vested init will be nil

On their return fromthe training progranme, the trai nees should

be able to show caoncrete results of inproved nanagenent . In order

to prepare and equip the trainee to achieve this, the programe

has adopted a highly active |earning approach through the use of
" . ve' | . I |

Trainees will not |earn about R sk Managenent in a general and
passi ve way. Thei r day-to-day managenent probl ens have, as nuch

as possible, been translated into realistic case studi es and ot her

pr obl em sol vi ng exer ci ses. Trai nees (working in groups and on
their own) will learn by solving these problens with the necessary
assi stance and gui dance fromthe trainer, who will act nore as a

"facilitator" of learning than as lecturer.

Every trainee, even if he or she has never actually managed a co-
operative society or been concerned with its insurance or risk re-
ducti on programres, has sone ideas and suggestions from which the
others can | earn; if any or all of the trainees have such exper-
i ence, they can contribute a great deal to the | earning of the
ot hers. This naterial is intended to all ow and encourage every
trainee to contribute as nuch as possible fromhis own insights
and experience, so that all will go away with the accunul at ed

know edge that each brought to the programe.

This sort of shared learning is in fact al nbst always nore inport-
ant than the know edge that you, the instructor, or the material
itself, can contribute. If you do no nore than allow every indi-
vidual to put in what he knows, and to | earn fromwhat the others

know, you will have achieved a great deal

Rermenber that know edge is like fire; you can share it with other
peopl e wi thout | osing anything yourself. You shoul d treat each
trainee as a source of ideas and suggestions which are at |east as
val uabl e as your own, and the naterial is designed to help you to

draw out, or "elicit", these contributions.

The "application session" at the end of the programre should be a

| i nk between the cl assroom sessions and the actual work of the



trainees, helping themto find concrete and acceptabl e sol utions,

to their specific problens in the field of risk nanagenent.

Structure

The programe is divided into six TOPICS and each topic is covered

by a nunber or SESSIONS (see the table of contents on page Xl).

The following material is provided for each session

a session guide for the trainer (yellow pages), giving the
obj ective of the session, an estimate of the tinme needed and a

conprehensi ve "plan" for the session, including instructions on

how t o conduct the session

handouts (white pages) of all case studies, forns, etc., to be

reproduced for distribution to the trainees

: ,

Before "using" the programme in a real training situation, it wll

probably be necessary to adapt it. This can be done as foll ows:

Read through the material and deci de whet her

the programme can be run as it is;
only certain topics or sessions should be used;

new t opi cs and sessions shoul d be added

Your decision will depend on the training needs of your trainees

and the means you have at your disposal

Carefully read through the sessions you have decided to use.
Check the subject matter in both the session guides and the hand-
outs. Modi fy themto include |ocal currencies, nanes, crops and
so on. Such adaptation will help trainees identify thensel ves
nmore easily with the people and the situations described in the
handouts and will increase the inpact and effectiveness of the

traini ng programre.



VI

Do not feel that this manual is |ike a book which contains the
only answers. It is merely a collection of suggestions and i deas,
whi ch you rmust adapt, nodify, use or reject as you think fit.
The best evidence that you are using it properly will be the
armount of changes, additions and anendnents you have yoursel f

witten into this copy.

: I I : i d

Handouts constitute an i nportant part of the training nmaterial
used in the progranme. They can be reproduced fromthe origina
handouts supplied in the ringbinder, after the necessary adapta-
tion has been nade. Reproducti on nay be done usi ng what ever
method is available: stencil, offset printing, photocopy, or even
carbon copies or handwitten copies if no other nethod is avail -

abl e.

The only item of training equipnment which is absolutely essentia

is the chal kboard.

Some suggestions for visual aids are given in the session guides.
If flipcharts or overhead projectors are avail able, you should
prepare these aids in advance. If they are not avail able you can

still use the chal kboard.

The Pre-course Questionnaire should be sent to the trai nees in ad-
vance. Trai nees should be asked to conmplete it and hand it in at

t he begi nning of the training progranme.

Preparing Yourself

Sone trainers may feel that material of this sort neans that they
need only spend a few mnutes preparing for each session. This is

not the case.

You should go through the follow ng steps before conducting any

course which is based wholly or in part on this material:

1. Read it carefully; be sure you understand the content, and
that you can envi sage what is intended to happen in the class-

room
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Work through all the cal cul ati ons; be sure that you under-
stand them conpletely and try to predict the errors that
trainees are likely to make, and the different answers which

may not be wrong, but which will be worth follow ng up

Work through the case studies yourself, and try to predict al
t he possi bl e anal yses and answers whi ch trainees may conme up
Wit h.

Look up and wite down on the material itself, as many |oca

exanples as you can to illustrate the points that are raised.

Plan the whole session very carefully; try to predict approx-

i mately how many mnutes each section of the session is likely
to take, and neke the appropriate nodifications to fit into
the tinme that you have avail able. Do not take the suggested

time at the beginning of the session too seriously.

Conducting the Programme

While using the material, you should try to observe the follow ng
gui del i nes:

Arrange the seating so that every trainee can see the faces
of as many as possible of the others; do npot put themin

rows so that the only face they can see is your own.

Be sure that the session is clearly structured in the
trainees' ninds; outline the structure at the begi nning,
follow it or say that you are diverging fromit, and sum

mari se what has happened at the end.

Bear all the learning points in nmnd, and do not forget the
job-oriented objectives of the session.

Be flexible, do not follow the material slavishly and be pre-
pared to change the approach, dependi ng on what trainees,

t hemsel ves, suggest.

Avoi d, whenever possible, telling the trainees anything; in
a successful session all the points will have been elicited

fromthem by skillful questioning

If you fail to elicit a particular answer fromthe trainees
it is your fault not theirs. Persi st, by asking the sane
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11.

12.

13.

14.

15.

Vil

question in different ways, by hinting and so on, and only

make the point yourself if all else has failed

Use silence as a weapon; i f nobody answers a question, be
prepared to wait for 20 or 30 seconds in order to enbarass

sonebody into making an attenpt.

Avoi d tal king yourself. Trai nees' discussion and suggestions
shoul d occupy around three quarters of the total tinme; ask
listen and gui de rather than talk. (The nmore you yoursel f
talk, the nore you are revealing your own insecurity and
i gnorance of the subject, in that you are not willing to risk

guestions or coments with which you cannot deal).

Never ridicule a trainee's answer or suggestion; there is
bound to be sone nerit in it sonewhere, and the very fact

that he or she has put forward a suggestion is comrendabl e.

If you cannot answer a trainee's question, or conment on a
suggestion, (or even if you can) ask another trainee to
answer or make a comment. You are the facilitator, not the

source of know edge.

Wite trainees' own words on the chal kboard whenever pos-
sible; do not followthe words in the material, even if they

are nore precise.

Be prepared to act as "Devil's Advocate", there are usually

no right or wong answers to nanagenent questions, and

trai nees nust see and understand both sides of every issue.

If trainees appear to be following a quite different track
fromthat suggested in the material, do not dismiss this out

of hand; it may be as useful or nore so.

Call on the silent and, if necessary, silence those who talk

t oo nuch.

Be sure that everybody understands what is going on; do not
al l ow the discussion to be taken over by the few who under-

st and.



16. Be dynamic, lively and active. Myve around, walk up and down
the classroom and generally keep everyone alert by your

physi cal activity.

11. After the Course

Be sure to contact every trainee, in person or at least by letter,
about six nonths after the end of the course to find out how
they have managed to apply what they have | earned. If they have
failed, it is not they who were at fault, but the course.
Ei ther the training was ineffective, the trai nees were poorly
selected or you failed to recognise problens which m ght prevent

them from appl yi ng what they | earned.

Acknow edgenent

The witer wi shes to acknow edge advice from The Nati onal Enpl oyers
Miut ual | nsurance Associ ation, Swi ndon, England, and fromthe follow ng

publ i cati ons:

Risk Managenent | conpiled and edited by F. R Mikungu of The Co-opera-
tive College, Zanbia.

Agricultural Insurance, by P.K Ray, Pergamon Press, Oxford, 1981.
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Risk Management Pre-course Questionnaire
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Brief description of your responsibilities:
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A co-operative society has to face a number of risks; it may be ade-
quately protected against some of these risks, whereas it may be dif-

ficult to arrange adequate protection against certain other risks.

a) Which risks are your society and its members adequately protected

against?

T I R I N I I O O A I N L I R R R I R e e S BN BN

b) For which risks is there inadequate protection?
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Please complete the following sentence:

As a result of attending the course on Risk Management, I hope that I

shall be able to

P R R S R R O T R I I T T T I O I R I R I I I I R I R A N BN
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Please bring to the course as much information as possible about your

co-operative society's insurance arrangements. This should include:

- Details of insurance companies.

- A list of all policies.

- Copies of all policies.

- Copies of all accompanying schedules.

- Details of any claims made during the past 12 months.
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Session 1.1

Sheet 1
SESSION 1.1
L NTRODUCTI ON
hiective: To denpnstrate the inportance of inproved risk manage-
nment in co-operatives, to ensure that all participants
are aware of the objectives of the progranmme, to intro
duce trainees to one another and to ensure that all ad-
mnistrative details are in order.
Tine: 1 to 2 hours.
Material Conpl eted pre-course questionnaire, tinmetable and a |i st
of participants.
: . i de
1)  The opening of the progranmme should be brief and to the point.

The speaker shoul d include the follow ng points:

- The need to identify and reduce risks, not necessarily by in-

surance, but by better managenent.

- The need to assist nmenbers to reduce the risks of their own
farnm ng activities, through better farm ng and, when appro-
priate, through hel ping themto insure thenselves direct or

t hrough the society.

- The inportance of understanding that insurers have difficulty
in dealing with snall farmers, and of the role that co-opera-
tive societies can play as a "bridge" between the conpani es and

farmers

- The inportance of conplete insurance, but the waste of over-

i nsurance.

- The need to understand how to arrange i nsurance, and how to
claimif it is necessary. Managers should not feel that they
can leave this to brokers or conpany representatives, any nore
than they can | eave seed or fertilizer selection, or crop price

setting, entirely to their suppliers or custoners.



3)

- The need for society managers, and nenbers, to know about in-
surance and what it can do for them so that they can make use
of whatever services Governnment or other agencies are able to

provi de

In order to exenplify the objectives and the contents of the
course, confront participants with a nunber of questions like the

foll owi ng, and explain that the course will deal with probl ens of
this type:

Are you sure that every risk in your society has been identi-

fied, and has been reduced as much as possible?

Are you sure that everything that should be insured in your so-

ciety has been insured, and in the nost econom cal way?

Are your nenbers aware of how they can reduce the risks in-
volved in their own farm ng activity, and can they insure them

selves properly, either direct or through their society?

- Are you quite sure howto claim if it is necessary, and are

you quite clear as to what | osses you can, and cannot, claim
fromyour insurers?

- Are you quite sure that your society's insurers are the best

possi bl e ones for the job?

Go briefly through the tinmetable, stressing to trainees that they
will be required to contribute their own experience and ideas, and
not merely to listen to other people tal king. People | earn by

doing, rather than by I|istening.

Ask each trainee to sunmarise his prior training and experience,
and to state what he hopes to gain fromattending this course.
Refer to the pre-course questionnaire if necessary. ldentify the
speci al experience that each trainee brings to the course, em
phasi sing the point that the group as a whole is an extrenely

power ful source of expertise and experience.

Expl ain that the purpose of the course is to i nprove trainees'
abilities actually to manage their societies nore effectively, and

not merely to repeat theories or principles without putting them

into practice
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| ater

trai nees that the instructor

Session 1.1
Sheet 2

intends to contact themat a

date in order to assess how successful they have been in ap-

pl yi ng what they have | earned during the course

Ensure that any adninistrative problens are dealt wth. Matters

of accommpdati on

vat e
now.

study and any ot her points of

paynent of expenses, transport, roons for pri-

informati on should be settled
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SESSION 1.2
WHAT ARF THE RI SKS?
(hiective: To enable trainees to recognise the risks facing an
agricultural co-operative, and its nenbers
Time: 1 to
: . i d
1)  Trainees may be concerned with the risks involved in:

The co-operative society itself.

The menbers' farming activities.

If trainees are only concerned with risks and insurance for the
co-operative, and if the co-operative is not itself involved in
farmng, it will be clear that sone of the follow ng nateri al

shoul d be omtted

It may be appropriate, however, to suggest to trainees that they

should be concerned to protect their menbers against the risks in-

volved in farm ng

Ask trainees who are not involved in insurance for their nenbers

why they m ght consider this. Their answers may incl ude:

I nsurance is one of the oldest and npbst fundanental forns of
co-operative activity; it can make a real contribution to mem

bers' loyalty.

A co-operative society should be concerned with all aspects of

its nenbers' welfare, not only the marketing of the crops they

grow, but to protect themfromlosses if their crops fail

- If menbers borrow noney fromtheir society, and their crops
fail, the society as well as the nenbers will be protected if

they are insured.



- Insurance can accumrul ate funds which the society can invest for
t he good of the nenmbers until or unless such time as it is re-

quired to pay claimns.

Ask trainees to suggest what is the main difference between farm
ing and other forns of business. Elicit the suggestion that al
enterprises are risky but agriculture is particularly subject to

risks:

The weat her affects several types of enterprises, but it is the
single nost inmportant influence on farmng, and is quite beyond

human control

- Every business can suffer because its owner or workers becone
ill, but farners have to face not only the possibility of dis-

ease affecting them but the risk of pests and di seases affect-

ing their animals and crops.

- Mst farnms are anong the smallest of all businesses; | osses

that might be absorbed by | arger businesses can be di sastrous
for a small farm

Stress that farmng is not necessarily the nost risky of all busi-
nesses; nmenti on exanpl es of business enterprises which fail nore
of ten than farns. Agriculture is however, subject to a w der
range of less controllable risks than any other types of business.
Ri sk managenent and insurance is therefore particularly inportant

for farmers and for co-operative societies which serve them

Ask trainees to put themselves in a position of a typical co-oper-

ative society member; what can go wong with their farns?

Allow themup to 20 mnutes to produce as long as possible a |ist

of the risks faced by a farnmer. Renmind themthat they should in-
clude not only the risks particularly associated with farm ng, but

al so those which face any busi ness enterprise

When trai nees have conpleted their individual lists, ask themto
re-exam ne them and to, suggest how they night usefully be classi-

fied. Elicit through discussion the follow ng categories, en-

suring by appropriate questions that all categories are covered
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4 Eisl

1. Ri sks from natural causes.
2. Risks caused by people.

3. Ri sks caused by the econony in general

b. Risks to the farmer and his fanly

1. Nat ural ri sks.

2. Acci dent s.

c. Rskstothe farner's enpl oyees

1. Nat ural risks.
2. Accidents.

0 : f clai L sing f o I I

Trai nees nay not have thought of all these categories of risk;

allow themup to a further 15 mnutes to classify all the risks
they have witten down into one of the above categories, and to
i ncl ude exanples of risks in those categories which they may not

have previously included.

When all trainees have witten down at | east one risk in each
category, and preferably far nore, ask one trainee to suggest an
exanpl e of a.l; obtain further exanples for this category from
other trainees in turn. \Wen four or five have been suggested re-
peat the procedure for categories a.2, a.3, b.l, b.2 and so on
The risks in b. and c. are the sane, but separated because they
happen to different people.

Wite trainees' suggestions on the chal kboard; they will ob-
viously differ according to | ocal circunstances, but typical ex-

anmpl es m ght incl ude:

a. 1. Hail, flood, drought.
Cof fee berry di sease, wheat rust, food and nouth disease

Locust s, rats, jackals.

2. Theft, riot, fire.
Bad nanagenent by the farmer.

Fire set by enemies.



Car el ess enpl oyees.
Badl y organi sed transport.

Poor marketing.

3. Declines in crop prices.
I nput price increases.
Scarcity of inputs.

No buyer for crops.

b. 1. Death, infirmty, pregnancy, sickness.

2. Poi soning from chenicals, accidents with nmchinery,

driving accidents.

C. 1. As b.l.
2. As b.2.
d. Damage by ani mal s.

Oversprayi ng of nei ghbours' crops
Injury to others in driving accidents.
I nadvertent injuries through chemcals to purchasers of

crops

Remi nd trai nees of the distinctions nmade earlier between nmenbers
of the co-operative society and the society itself. Go through
the list on the chal kboard and ask trainees to identify itens
which are nost relevant to a co-operative society, and to -add any
which apply to a society and not to individual farmers.

The changes will depend on the activities of trainees' societies,

but stress that the following are particularly inportant for a so-

ciety:

a. 1. Risks caused by people such as fire, enployee theft, bad
managenent of all kinds, carel ess enpl oyees, nenbers not

repayi ng | oans, nenber disloyalty.

2. Risks of all kinds caused by the econony such as falling

prices or higher costs.
c. 2. Accidents to enpl oyees.

d. Clains from ot hers.
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Remind trainees that this course is not only concerned with in-
surance. Stress that insurance is only a |ast resort, and that

ri sk managenent is mainly concerned with avoiding and reducing
risks, as well as Lnosuring against them
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SESSION 1.3
RI SK REDUCTI ON
hjective: To enable trainees to identify ways of avoiding or re-
ducing risk, and to assess the costs and benefits in-
volved in risk reduction activities.
Tine 2to 212 hours.
Material . M cro Case Studies "R sk Reduction Problens."
Session Quide:
1) Distribute the mcro cases. D vide trainees into groups of not

nmore than five nenbers each, and allow themup to 60 nminutes to

sol ve the problens.

The suppl ementary information should only be given to groups which
ask for specific items. They should not be given any infornation
ot her than that which they request, in witing, and they nmust not

show the information to other groups.

The suppl enentary information is as follows:

Case A

1.  The el ephants had done about $500 worth of danmge.

2. The society's total turnover was $100, 000 per year.

3. The fence would cost $5,000 and was expected to |ast 20 years.

4, It will cost about $100 to pay the children to scare the el e-
phants away every ni ght during the season, but sone people

doubted that this would really keep the ani nmal s away.

5. A drought such as had led to the unusual mgration could be
expected about every five years, according to clinmatic re-

cords.

Case B

1. The society's total stock was worth about $10, 000.



2. The total |eakage, as calculated by the accountant, was $1, 000

over the year but he could not say how it had taken place.

3. It would cost $2,500 to strengthen the store. The store was

going to be replaced in any case in five years' tinme.

4, It would cost $1,000 a year to hire a watchnan.

Case C

1. The total value of crops processed every year was $10, 000.
2. New equi pnrent woul d cost about $1, 000.

3. The cost of the crops wasted because of the breakdown was
$200.

4. The engineer had said that the society could expect about the
sane |l evel of reliability in the future; it was unlikely to

get worse for many years.

5. A stock of the nbst commonly required spares, whose failure
had |l ed to the breakdowns, would cost $100

Case D

1. The total turnover of the society was $20,000 a year.

2. If there was a flood, it would nost likely destroy the whol e
crop, worth about $20, 000.

3. The extra cost of building the store on the site on the hil
woul d be about $5, 000.

4. The rainfall records showed that there was likely to be a

flood high enough to destroy the warehouse about 1 year in 20.

Reconvene the class and ask a representative of one group to state
their answer to the first problem together with their reasons.
Al the problens share the sanme characteristics, and trainees
shoul d t hrough working on them and subsequent di scussi on appre-

ciate that:

Bef ore maki ng any decision to spend noney on risk reduction, it

i s necessary to know

how nuch loss will the accident cause, if it does happen

- how easily can the society absorb the loss if it does occur
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- howlikely is the loss to occur
- what will it cost to prevent it;

- is the proposed nethod of protection absolutely certain to

prevent the loss, or only partially certain.

Suggested answers to the four problens are as foll ows:

Case A

Cost of loss is $500, this is insignificant in relation to the

society's total turnover

The loss was likely to occur one year in five or one fifth of
the time. The average | oss per year would therefore be one

fifth of $500, or $100 per year.

The fence woul d cost $250 a year on average ($5,000 divided by
20 years).

The fence would be nore expensive than the average annual | oss,

and should not be built.

The cost of hiring the children would be the same as the |oss,
but woul d not necessarily be a conplete solution; this sol u-

tion shoul d not be sel ected.

The danger should therefore be tol erated unl ess any nenber can
think of a cheaper solution, or is willing to protect his own

crops on a sel f-hel p basis.

Case B

The loss of $1,000; this is significant but not fatal for the

soci ety, but may increase in the future.

The store inprovement would cost $500 a year ($2,500 divided by
a 5-year life). This is half the cost of the |oss.

A guard woul d cost the same anpbunt as the | oss.

Both solutions mght be of little or no use, since the |eakage
may be occurring through faulty issues or receipts, dishonest
staff, suppliers or nenmbers, or for many other reasons. The
manager should therefore i nprove the stock control and issue

system and through spot checks of particularly attractive



items and finding out how | eakage is occurring before trying to

cure it.

Case C
The cost of the |osses were serious but not catastrophic.

The annual cost of new machi nery woul d be $250 ($1, 000 di vi ded

by 4 years) on a pessimistic estinate of when the new central
pl ant woul d be installed.

The investnment in spares, which would have to be purchased in
any case, was only the sane as the annual |oss; the society

shoul d therefore acquire a stock of the necessary spares.

Case D

The average | oss per year woul d be $20, 000 divided by 20, or
$1, 000.

The cost of preventing the | oss would be $5,000, or 5 tines the
average | oss.

Nevert hel ess, because the | oss woul d probably destroy the so-

ciety conpletely, and cause untold hardship to nenbers, the so-
ciety should choose the nore expensive site

Trainees may feel that information of the sort provided in this
exercise is not generally avail abl e. How can anyone know whet her
there will be floods or droughts, or whether a particular form of

security will conpletely prevent theft?

Prepare to toss a coin; ask trainees whet her anyone knows whet her

the result will be "heads" or "tails"; clearly nobody knows for
certain.
Ask trainees what they can say about the result; nobody knows

what any particular result will be, but everyone knows that in the
I ong run about 50 per cent will be "heads" and 50 per cent will be

"tails". How do we know this?

Stress that statenments of this sort depend on experience: we are

fam liar enough with coins to be able to state confidently that
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there is a 50/50 chance of any particular side coming up in any

particul ar throw

Ask trainees to recall accidents that they thenselves, or their
soci eti es have suffered. Were they conpl etely unexpected, or

coul d soneone have foreseen the possibility and suggested what
I'i kelihood there was that it mght happen?

Stress that there are few totally unexpected occurrences; theft,
fire, car accidents, diseases and so on all occur often enough for
it to be possible to nake a very rough estinmate of how likely they
are to happen. Only on such a basis can nmanagenent decide what it

is worth spending in order to avoid them

Refer trainees to the list of risks prepared in the previous ses-
sion. Apart frominsurance, how can a farner, or a co-operative
society, protect itself against the various types of risk? Elicit

suggesti ons such as:

a. 1. Risks to property fromnatural causes

Irrigation, insecticides, veterinary care, careful site

sel ecti on.

) sl I I

Good enpl oyee selection, training, effective security

systens, installation of fire extinguishers

3 Rl I

Crop diversification, selection of good marketing chan-

nel s, diversified sources of supply.

h. 1 Risks to people caused by natural causes

b: 2 Risks to people caused by accidents
Staff and farner training, proper equi pnent nainten-
ance, efficient control of dangerous chenicals.
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- Effective fencing, enployee and farner training, gen-

eral good nanagemnent.

Stress that many farnmers, and every co-operative soci ety manager
must take all the above steps, and others, in order to avoid or
mnimse the risk of |oss. I nsurance is not a substitute for

care, but a supplenent to it.
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i ) luct i bl

The foll owi ng cases describe situations where a society manager is con-
sidering whether to reduce risks in a particular way. You are required
to advise himwhat to do, and you nust assunme that no insurance of any

kind is avail abl e.

You may find that certain information is lacking in sone cases. |f so,
wite down exactly what information you want, and give the request to

the instructor; if it is available it will be given to you, but the

i nfformati on should not be reveal ed to any other group

Case A

The nanager of the Abacus Society felt that sonmething had to be done to
prevent el ephant danmage to his nenbers' crops. The previous year there
had been a severe drought, and herds of el ephants had ranged far beyond
their nornmal habitat in search of food. They had as a result tranpled

over a large proportion of the society's nenbers' crops.

Since all the nenbers' farns were grouped together, it was clearly the
task of the society to provide sone protection and a nunber of differ-
ent suggestions had been put forward. A firmof fencing contractors
had offered to build a strong el ephant proof fence between the forest
and the farnmers' plots. Soneone el se suggested that the society should
pay a group of nenbers' children to light fires and sit up around the
ni ght singing and playing in order to scare the animals away. Another
menber of the comittee, whose farm had not been touched by the ele-
phants, said it was inpossible and in any case unnecessary to guard
agai nst the el ephants. He t hought that both suggestions were a waste

of time and noney.

Case B

The manager of the Backgammon Soci ety was concerned about the "l eakage"
of stock fromthe farm supply store. The store was an old buil ding but
quite serviceable, but there were several places where a deternmni ned
thief could possibly get in at night. The manager wondered what he
should do;  one possibility was to hire a night security guard, while

another was to inprove the store. Alternatively, they night close down

the farm service altogether, he thought.



Case C

The committee of the Cal culus Society did not know what to do. Their
processi ng machi nery had broken down twice during the |ast season, be-
cause one or two parts needed frequent replacenent, causing great in-
conveni ence and sone | oss. The equi prrent was quite old, but service-
able, and although the spare conmponents could quite easily be in-
stalled, it took at least three days to obtain even the nost comonly
used itemns. It woul d be possible to replace the equipnment in time for
next season, but in three or four years at nost the co-operative union
was going to build a new | arge-scale plant to process the crops from
every society in the district and it would then be unecononic for the

Cal culus Society to run its own plant.

Case D

The manager of the Deliberate Society was uncertain where to recomend

that the new store should be built.

Most nmenmbers thought that it should be built on the flat | and between
the road and the river. Sone of the ol der people thought that this was
danger ous, however. They renmenber the floods in the past, and said
that the store should be built above the road on the hill. They ad-
mtted that the extra cost of levelling the site and cutting a new road

woul d be high, but surely, they said, it was better to be safe than

sorry.
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SESSION 2.1
WHAT 1S | NSURANCF ?
Chiective: To enabl e trainees to describe the basic principles of
i nsurance, and to identify different ways of organising
i nsurance.
Time: 1 to 2 hours.
Session Quide:
1) Remind trainees that the case studies in the previous session

showed how co-operative societies could prevent or at |east reduce
the risk of certain accidents; why is any additional protection

necessary?

- It is inpossible totally to prevent accidents.
- The cost of protection may be prohibitive.

- The financial |oss caused by an accident, even if it is very
unlikely to occur, may be such that it would destroy the so-

ciety and its nenbers' |ivelihood.

Ensure that trainees understand that insurance is a way in which a
nunber of people contribute relatively small sunms of noney to a
common pool, which is available to any one of them should an acci -

dent occur.

Ask why a co-operative society needs to join such a group; would
it not be cheaper and sinpler for the society to "insure itself"
by reserving a certain anount of nobney each year, to be used only

if an accident occurs?

- An accident may occur very soon, before enough noney has been

accunul at ed.

The accident may be so unlikely that the amount of noney to be
reserved each year woul d be insignificant and the book-keepi ng

woul d be i mrensely conpl ex.



- No society is likely to be able to cal cul ate the individua
i kel i hood of all possible accidents occurring, and thus to

cal cul ate the anpbunt of noney to be reserved.

- A very unlikely accident nmay cost a great deal of noney; be-
cause it occurs so rarely, a co-operative could not accunul ate

t he necessary sum of nopney in any reasonabl e period

Stress that all the above points apply even nore obviously to in-
dividual farnmers. Ask trainees whether there is any reason why an
organi sation should "insure itself" in the way that was des

cribed. \What circunstances woul d nake self insurance appropriate?

- Alarge organisation can withstand the | osses even from an ex-

pensi ve acci dent.

- Alarge organisation can afford to nmake the necessary cal cul a-

tions of risks and the adm nistrative expense.

- An organisation may after some experience realise that they are
more successful at avoiding certain risks than other simlar
or gani sati ons. The cost of insurance depends on the average
experience, and it m ght be cheaper for an organisation wth

better than average experience to insure itself.

Stress that self insurance is only appropriate in a |arge organi -

sation, and only for some of the risks they face.

Ask why it is particularly necessary for agricultural co-opera-

tives to carry proper insurance

- Agriculture is a risky activity.

Members may depend on the society not only for extra noney, but

for their whole livelihood.
- Most co-operative societies are fairly small organisations.,

- Very few co-operative societies have | arge enough cash reserves

to cover the cost of unexpected accidents.

Very few co-operative societies have been in existence | ong

enough to nmake a detailed record of their accident experience
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Every country and conmunity has traditional "insurance" schenes
wher eby every nenber of the group contributes a certain fixed
anount, and can then have the use of the total anmount when he or

she needs it.

Ask trainees to describe "cow clubs", "self help groups", or other
i nformal insurance schenes of this sort. Typi cal exanpl es ni ght
i ncl ude:

- A club where 12 nenbers contribute $1 a nonth each, and each

has the use of the full $12 once a year.

- A sickness club, where nmenbers contribute a small anount each
mont h, which is nmade available to whoever is judged to need it

nost each nont h.

- A dowy club, where heads of families contribute a certain sum
every year, and those whose daughters are to be married and

nmust have a dowy share the anpunt every year

Wiy are these traditional forns of insurance insufficient for nod-

ern farmers and agricultural co-operatives?

- There are so nmany risks, and they can be so large, or infre-

guent, that one conmunity cannot cover them all

- Since the group has to be too large for all nenbers to cone to
know one another, there is a need for a fornmal organisation and

procedure to avoid di shonesty.

Trai nees may or nmay not be able to insure with a co-operative in-
surance conpany. In any case, ask why insurance is a particularly

appropriate activity for a co-operative to be engaged in.

Co-operation is self help by a community; i nsurance is a way
of sharing msfortune in order to |ighten the burden on every
i ndi vi dual nenber, and is thus an ideal co-operative activity

and consistent with the co-operative spirit.

Ask a trainee to inagine that he is the local leader in a com

munity, and wants to provide i nsurance agai nst sone particul ar



form of accident to other people in the conmunity; how m ght he

go about it?

Elicit the follow ng suggestions:

8. He could follow the traditional method, asking each menber of
the community to subscribe a certain sum calculated on the

basis that it would just cover the expected | osses.

b. He could forma co-operative society, and proceed as (a)

above.

c. He could try to start an insurance business for his own pro-
fit, by asking people to subscribe rather nore than he thought

to be necessary, aimng to retain the profit.

Stress that the first two nethods are what are called putual in-
surance, regardl ess of whether or not the organisation is a for-
mal co-operative, it is owned by its nenbers and any surplus is

distributed at the end of a period as a bonus or refund.

The third method is a private or joint stock insurance conpany,

whi ch is owned by the people who started it. They invested sone
of their own noney in it to get it going. Any profit belongs to
the owners, who may not thensel ves be insured with the conpany at

all.

Wite the follow ng figures on the chal kboard/ OHP: *

- 10,000 peopl e have insured

- Probable clainms 100 per year at $2,000 each.

Ask trai nees what the annual "prem unf, or cost of insurance,
shoul d be.

They may cal culate that the total clainms will be 100 x $2, 000, or
$200, 000, and that the prem um shoul d be this anmount divided by
the 10, 000 peopl e, or $20 each.

* OHP = over head projector
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Ask what has been forgotten, if necessary rem nding trainees that
while the adnministration of traditional comunity self help in-
surance to 10 or even 100 people might be carried out on a vol un-
tary basis, 10,000 people will need sone full-tinme staff to col -

| ect premiuns and process claims.

Ask trainees to suggest that the adninistrative costs m ght be,
and elicit a figure such as $20, 000 per year. What shoul d t he

prem um be now?

The obvi ous answer is $20 + $20, 000 divi ded by 10,000 nenbers, or
$22 each

Renmi nd trai nees that the annual accounts of the society would now

appear as foll ows:

Prem uns: 10, 000 x $22 = $220, 000
d ai ns: 100 x $2, 000 = $200, 000
Admi ni strative Costs: $20, 000

Sur pl us/ | oss ni |

Ask trainees whether there is any way in which the insurance or-

gani sation night increase its incone, apart from hi gher premni uns.

Stress that prenmiuns are usually paid at the beginning of the
period for which insurance is being purchased; clainms are paid

out after |osses take place so that the insurer has the use of the

noney in advance.

Ask trainees how nuch noney the organisation will have at the be-

gi nning of the year:

- $ 220,000

and at the end of the year:

- il

VWhat is the average anount of money in the society's hands during

the year?



- $ 110, 000

What m ght the organi sation be expected to do with this noney?

Clearly the nmoney should be put on deposit; if bank deposit in-
terest is 10 per cent, the organisation will make an additi ona

i ncome of $11,000, which will be a surplus

Ask trainees what the organisation will do with this surplus, if

it is a mutual society, or a private joint stock company.

A mutual society will return some part of the surplus to its

nenbers.

- A private conpany will retain the profit of $11, 000

Stress that any insurance conpany woul d expect to start with some
resources, in case clainms were larger or earlier than expected;

how coul d a nutual conpany obtain these resources?

H gher initial premuns, to be refunded if experience justi-

fies.

A private entrepreneur m ght be expected to invest his own noney

in this way, probably to be withdrawn |ater in the form of pro-

fits.

Ask trainees whether they would prefer to be insured by a mutua
society or a private company as described in this sinple exanple.
Clearly they woul d prefer the nutual society, since they would re-

ceive a refund of $1 each

Ask trainees to suggest what m ght distinguish a well managed in-

surance organi sation froma badly managed one.

- Regular and pronpt collection of prem ums.

- Menbers/Custoners carefully screened for honesty and com

pet ence.

- Administrative expenses kept as | ow as possi bl e.
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Show by exanpl e how only five per cent higher clains could al nost
wi pe out the surplus of $11,000 in the exanple given. Stress that
whil e mutual societies are nore in the interest of the insured
than private conpanies, if all other things are equal, trainees
shoul d sel ect the conpany which can denonstrate a successful re-

cord, regardl ess of its ownership.
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SESSION 2. 2
WHAT CAN BF | NSURFD?
hj ective To enable trainees to identify those risks which can and
cannot be insured against.
Tine 1 to 2 1/2 hours.
Material : Case Study "Insurance Request".
: . i :
1) Distribute the list of insurance requests; allowtrainees up to

five mnutes individually to consider the first request and to
nmake a definite deci sion. When t hey have all done this take a
vote as to whether or not the request is insurable; ensure that
all trainees nake a decision one way or the other, even if they

are not certain which is correct.

Go through the conplete list of requests one by one in the sane
way; record the nunber of trainees voting to accept or reject the
request in each case. When all the requests a) to n) have been
covered, ask individual trainees to explain their decisions; eli-

cit answers as follows:

a) Yes; an ani mal or other possession with a known repl acenent
value, even if this declines or increases over tinme, can be
i nsured. If the bull dies after sone years the society wll
only receive what it would cost to replace it at that tine,
regardl ess of the fact that it was worth a great deal nore

when it was first purchased.

b) No; it isdifficult if not inpossible to take out insurance
against a totally new risk, where there is no experience and
when t he unknown risk has to be shared with a very small num
ber of people or organisations. The insurance conpany woul d
probably request verified data on the experience el sewhere

with the new process.



Yes; sonet hi ng of variable value, such as goods in stock, can
be insured so long as there is sonme reasonably accurate and
verifiable record of what it is worth at any particular tine.

The record should be kept in a separate place if possible.

No; it is not usually possible to insure against regularly
expected and frequently occurring risks. The premiumwould in

any case have to be extrenely high

No; it is not possible to insure against |osses caused
t hrough war, because everyone in the country, or even in a
whol e region, will suffer enornmous |loss at the sane tinme. No
i nsurance conpany could possibly afford to pay for all the

claims they woul d receive

Yes; even relatively frequent | osses can be insured against,
provi ding they are the same as those suffered by many ot her
organi sati ons and individuals so that the insurance conpany
can nmake some estimate of the |ikelihood of the |oss, and thus

the | evel of prem um

Yes; it is possible to insure against the | oss of sonething
whi ch is not owned by the organisation, such as the life of
its manager, if there is an "insurable interest", that is, if

the organisation will lose if the accident occurs

No; it is not possible to insure any nore than the financial
repl acement value of an item The extra sentinmental or status

value is indeterm nate and cannot be covered.

No; i nsurance and ganbling are not the same thing. The event
must be of some direct concern to the society wi shing to be

i nsured, and not nerely the subject of a bet.

Yes; theft can be insured against. Premiunms will go up if
theft increases, and societies my be required to add extra
security locks, bars or other protection before an insurance

conpany will insure their prem ses.

Yes; natural disasters can be insured against providing there
is some evidence as to their frequency and they are not too

cat astrophi c.
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No; it is not possible to insure against a | oss which cannot
be estinmated in advance. The society would only be insured

against the loss in value of the cattle which caught foot and
mout h di sease, and not the possibility of slaughter w thout

conpensati on.

No; it is not possible to insure against sonething which wll
happen because the insurer decides to make it happen; |osses

nmust be accidental, not deliberate.

Go through the decisions and draw out the follow ng general guide-

lines as to what kinds of risk can be insured; summari se these on

t he chal kboard/ OHP and ensure, if necessary through further ex-

anpl es, that every trainee understands what they nean.

Only financial |osses can be covered.

Only risks which are incurred by a | arge nunber of people or

organi sati ons can be covered.

Only accidents in which the insured has "an insurable in-
terest" can be insured against; the insured nmust suffer |oss

in the event of the accident taking place.

Only risks which can be roughly cal cul ated i n advance can be

i nsured agai nst.

Ri sks which will cause catastrophic |oss to vast nunbers of

peopl e cannot generally be insured against.

Only risks which are reasonably unexpected can be insured

agai nst .

Only | osses which are accidental can be insured against.
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Lnsurance Requests

The committee of the Guardi an Co-operative Society has only recently
di scovered that it is possible to insure against |osses of various
sorts. They have conpiled a list of the risks against which they would
li ke the society to be insured, but before sending themto the co-
operative insurance conpany the manager has asked you to advise him as
to which of the risks can and cannot be insured agai nst, and why. Con-
sider each item and decide whether it is likely to be possible to in-

sure against the |l oss described; if not be prepared to say why.

a) The society have recently paid a high price for a stud bull, to
service nmenbers' cows. It would obviously be a serious loss if the
bull were to die for any reason or to be incapacitated, since he
was expected to enjoy many years of useful life. The committee

want to insure against anything happening to the prize bull

b) The society have recently adopted a new and very advanced met hod of
m | k processing. They were one of only three societies in the
country using this nmethod, and there was a slight risk that if a
certain unusual condition of conbination of tenperature, humidity
and chem cal inpurities occurred, a large |oss m ght happen. The

soci ety wished to insure against this.

c) The society's warehouse was a wooden buil di ng of sonme age, but
quite serviceabl e. The vol unme of goods stored in the warehouse
varies fromday to day, and even nore fromseason to season, and it
woul d be a disaster if it burnt down and this stock was |ost. They

wanted to insure against such a | oss.

d) One of the society's vehicles was rather old and unreliable, and
broke down fairly regularly. They could not afford to replace it
at the nmonent, and when it broke down the nmenbers' mlk which it
was carrying was frequently spoil ed. The commttee would like to

i nsure agai nst | osses which occurred in this way.

e) The political situation | ooked nore dangerous every day. The so-
ciety's buildings were only a few kilonetres fromthe frontier, and
if war was to break out one possible invasion route |ed very near
their pren ses. This was certainly unlikely, but surely it would

be possible to insure against such a catastrophic | oss, they

t hought .



h)

Road accidents were all too frequent in the area; the society
wi shed to insure its vehicl es agai nst any damage they m ght incur

as a result of accidents.

The society's success was to a great extent due to the manager's
skill and efficiency, and nenbers of the commttee had frequently
referred to himas "irrepl aceabl e". He was no | onger young, and
although it was unlikely the commttee wondered if they could in-
sure the society against inevitable | osses the society would suffer

in the event of his unexpected deat h.

The committee and i ndeed the whol e society were proud that theirs
was the only co-operative in the regi on which the president person-
ally had visited. The chairman had remarked once that his signed
phot ogr aph whi ch the president had presented to the society on the
occasion of his visit was the npost val uable thing they possessed.
The committee decided they would like to insure it for a |l arge sum

in recognition of its synbolic inportance in the society's history.

The nenbers of the society were very fond of ganbling, and a group
of them approached the nmanager one day to ask whether he could ar-
range to insure them against the risk of losing their nmoney if they

bet on the wong horse in the | ocal races.

Because of unenpl oynent and pressure on |and, nore and nore people
were turning to theft for their livelihood. The society's posses-
sions were well protected, but any | oss would be serious; they

wanted to i nsure against theft.

The nearby river had been known to flood up to the I evel of the so-
ciety's buildings, although not for nany years. A big fl ood woul d
cause severe damage, and the conmittee wanted to i nsure agai nst

this.

Foot and nmouth di sease was spreading in the country. If the cattle
held by the society caught it, they would seriously |ose condition
and decline in value. There was al so a possibility that the
Gover nnent woul d adopt a sl aughter policy, whereby all aninals in
any herd where even one had the di sease woul d be sl aughtered and
burned wi t hout conpensati on. The committee wanted to take out in-

surance whi ch woul d cover against any risk fromfoot and nouth

di sease.



Session 2.2
Sheet 4

The conm ttee was not sure how long the old tractor would | ast.
Sone thought four or five years nore, while others thought they
woul d have to make the decision to stop spending noney on it within
t he next season. In any case, they would have to buy a new tractor
qui ckly, when they did decide to di spose of the old one, and they

wanted to take out insurance to cover the |oss.
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SESSION 2. 3
THE PROBIEVS OF | NSURFRS | N AGRI CUI TURE
(hjective: To enable trainees to identify the particular problens
of agricultural insurance, fromthe insurer's point of
view, so that they can help to enable their nmenbers to
enjoy the benefits of insurance.
Tine: 1 hour (with guest speaker, add 1-12 hours).
Session Qiide:
1) Trainees are nost probably fanmiliar with |ife Assurance. Ask

trai nees what distinguishes this fromother forns of |nsurance,

apart fromthe slight differences in the words.

The accident, that is the death of the assured, or his reaching
a certain age, is bhound to occur; a fire, theft or other |oss

covered by insurance need never happen.

Trai nees may be expected to advise their nenbers about |ife assur-
ance, but this does not cone within the scope of this course. Ask
trai nees when their societies mght possibly be concerned to take
out a life assurance policy, which will pay the society sone noney
i f sonmebody dies.

- It may be necessary to assure the lives of people, whether they
be nenbers or not, who owe |arge anounts of npbney to the so-
ciety, and whose heirs are unlikely to be able to pay if they
di e.

- Some organi sations which depend a great deal on one enpl oyee
assure thensel ves against his or her premature death; ask
trai nees whether any of their societies are likely to take out

assurance on their lives!

Few agricultural co-operative societies are likely to be concerned
with life assurance; trainees who are interested in the subject
will certainly be able to obtain information fromany |ocal co

operative assurance conpany which transacts |ife business. Ask



trainees to list the types of insurance with which they are fanm -
liar, apart fromlife assurance, and the specific risks associated

with each. Elicit a list such as the follow ng types of cover:

- Fire insurance, against |oss of goods or buildings by fire.
- Theft insurance, against |oss of property which is stolen

- Car insurance, against damage or injury caused in vehicle acci-

dents.
Heal th i nsurance, agai nst costs incurred because of disease.

- Marine or air insurance, against |osses during transport by sea

or air.

- Third party or indemity insurance, against |osses caused

t hrough cl ains by other people against the insured.

Ensure that all trainees understand the nature of the risks that
each of the types of insurance covers. Use |local exanples to il-

lustrate the nature of each type of protection.

Refer to the previous 2 sessions, and the types of risk which
agricultural co-operative societies, and their nmenbers, are likely

to be able to insure against.

Ask trainees to put thenselves in the position of an insurer who
is considering starting to offer insurance to agricultural co-
operatives and their nmenbers. What would be the ideal types of
farnmers, the ideal environnent and acconpanying facilities which

woul d characterise an area in which they would prefer to operate?

Elicit suggestions such as the follow ng:

- Fairly large farns so that each unit to be insured would just-
ify the necessary adninistration and apprai sal before insur-
ance, and the inspection and verification required in the event

of cl ai ms.

- Farnmers with a good understandi ng of what can and cannot be in-
sured, and of the requirenents of insurance, in order to mni-

m se a possible request for insurance or frivolous or irrele-

vant cl ai ns.
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Skilled farmers, who will through their efforts avoid nost ac-
cidents or risks so that clains will be |limted to what is un-

avoi dabl e.

Clear |and tenure and boundaries, so that any damage can be

clearly defined and easily verified.

Good data on previous history of |losses of all kinds, as the
basis for calculating the risks of accidents and thus the

amount of premiumto be charged.

Good conmuni cations by road and tel ephone, so that accidents
can be quickly notified and any necessary inspection takes

pl ace as soon as possible.

Farmers with a good understanding of the need for and benefits
of insurance, to mninse the need for |engthy explanations and
to ensure that the najority of farners are insured against al

ri sks, rather than particular small ones, thus neking adnini-

stration easier.

Farmers with reasonabl e cash reserves, so that they can pay
prenmiuns well in advance in order to build resources from which

to pay any clai ns.

Note the points on a chal kboard; it is clear that nbst comruni -
ties in which agricultural co-operatives operate possess fewif
any of these characteristics. How can the probl ens be avoi ded,
and what in particular can a co-operative society do to nake it

easier for their nenbers to enjoy the benefits of insurance?

It is clear that the general process of developnent will in tine
overcone the di sadvant ages, but how can farners be economically

insured in spite of the obvious difficulties?

Go through each of the desirable characteristics which are | acking

and elicit suggestions such as the follow ng:

Probl ens arising fromthe snall-scale of individual farners can
be overconme by co-operative action; a co-operative society can
di scover individual requirenents and distribute insurance to
i ndi vidual snall-scale nenbers just as it distributes ferti-
lizer or other supplies in snaller quantities than are econonic

for the producer to handle. Di scuss ways in which a society



can coll ect together the insurance needed for nenbers, and ar-

range a joint policy with an insurance conpany.

The co-operative can include insurance in its progranme of mem
ber education to overconme the probl ens of ignorance and suspi -
cion, so that established insurance conpanies will be able to
deal with themdirectly; and the nmenbers thenselves will fee

confident when determ ning their insurance needs.

Farmers' skills can and shoul d be inproved through educati on,
i nput supply and marketing activities of any co-operative. As
menbers' productivity increases, they will be nore attractive

propositions for an insurance conpany.

Land tenure and registration is usually the responsibility of
CGovernment, and there may be little a society can do to accel e-
rate what nust be a | aborious process. A society can, however,
undertake a group policy, covering the whole area as if it was
one large farm problems may still arise in the settlenent of
claims, but they can probably be dealt with nore easily and
equitably by a local society than by a |large and di stant in-

surance conpany.

A co-operative society should collect data on farm producti on,
accidents and all aspects of agricultural activity, as the
basis for credit allocations, and marketing arrangenents, input
orders and nany ot her deci si ons. This data can be of great

val ue to a prospective insurer.

A co-operative society may not be able to build roads or pro-
vi de tel ephones, but it can provide a comrunication link to
menbers for an insurance conpany, reducing the delays and dif-

ficulties involved.

Most nenbers may not be able to pay a premiumin advance; the
society can provide themw th credit for this, as for other

pur poses, and thus enable themto pay when required

I f possible representatives of one or nore insurance conpanies
whi ch are anxious to do business with |ocal farners and co-opera-
tive societies should be invited to speak after this session.
They can be requested to describe their facilities, and to discuss

ways in which they can work with co-operative societies for the

benefit of their nenbers.
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SESSION 3. 1
SEI FCTI NG | NSURANCE
(hiective: To enabl e trainees to distinguish between different ways
of obtai ning insurance.
Time: 1U12to 2 hours.
Material : Sunmary of Cover. (This should be replaced by | oca
material if possible.)
. id
1) Ask trainees to inmmgine that they have decided to insure their so-

ciety agai nst as many as possible of the risks which can be
covered by insurance. What questions will imediately occur to

them if they have not taken out insurance before?

Elicit the following itenms of information:

- From whom shoul d the insurance be obtai ned?

- What information will the insurer need?

- How many different policies will be needed?

- What will it cost?

- On what basis will the risk be val ued?

- What will be the actual procedure for obtaining insurance?

- \What is the procedure for claimng in the event of |o0ss?

Ensure that trainees are fanmiliar with the term nol ogy; the pro-
pasal being the docunent which the person or organi sation w shing
to be insured submits to the insurance conpany, and the policy
bei ng the | egal docunent which the insurance conpany gives to the

i nsured when insurance is being provided.

There are a nunber of general principles which apply to nost forns

of insurance; these will be covered in the followi ng two ses-

sions. Later sessions will cover special problens arising in:



Mot or vehi cl e i nsurance
- Livestock insurance.

- Crop insurance.

Fire and theft insurance will be covered in the following two ses-

si ons.

Ask trainees first to suggest fromwhomthey m ght buy insurance;
what are the two types of decision which nust be nmade when de-

ciding to buy anything, such as a bar of soap or a newspaper?

- What brand or nmake to buy?

From where to buy it?

Ask any trai nee who already has sone insurance, either for hinself

or his society, where he bought it.

Show by reference to this purchase, or to organi sations known to
trai nees, that insurance, |ike many other products, can be bought

in two different ways:

- Direct fromthe "nmanufacturer"” (in this case, the insurance
conpany) .

- Indirectly through a "retailer"” (in this case, an insurance
br oker).

If it is possible for societies or individual farners to buy in-

surance through brokers, or direct frominsurers, ask trainees to
suggest the advantages of each. If they have no experience of in-
surance, they should consider the advantages and di sadvant ages of

dealing directly, or indirectly, with any nmanufacturer.

Elicit the follow ng suggestions:

. i
- Lower prices.

- Geater possibility of negotiating special arrangenents.
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Reduced del ays in dealing with queries and particularly in

settling clains.

Great know edge of the supplier's staff and suitability.

Buying through brokers

They offer insurance froma w de range of comnpanies, so that a

customer can choose the nost suitabl e one.

They are generally smaller, flexible |local conpanies with | ocal

know edge.

A custoner is likely to deal with a partner or other senior
person in a broker's office who will be better qualified than a

clerk in a conpany.

Brokers usually have offices in small towns while insurance

conpani es are based in capital cities or even abroad.

Brokers may have tinme and ability to visit individual custo-
mers, to identify risks which may not have been noticed and
generally to act as consultants with no bias towards a parti -

cul ar conpany.

Di scuss any experience trainees have had with either nethod,
identify suitable |ocal brokers and conpani es which deal direct.
otain and distribute literature fromthem and if time allows ask
their respective representatives to describe their services
Stress that price is not the only thing to consider when buying
i nsurance. Brokers may add 15 per cent or even 20 per cent to the

cost of insurance, but this nay be a cheap price to pay for per-

sonal advice, and particularly, help in dealing with clains.

Sone insurance conpanies maintain field staff who offer simlar
services to brokers; identify any which do this, and discuss

trai nees' experience with them

Ref er back to the exanple of the soap or newspaper; rem nd
trainees that price is not the main factor to be consi dered when

buying items of this sort. What other factors are inportant in
t he choi ce of supply of insurance?
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Elicit the foll owi ng suggestions, if necessary by referring to
pairs of organisations with which trainees may be famliar, in in-

surance or not, and ask themto identify the critical differences
bet ween t hem

a. Is the conpany efficient, quick to respond to custoner

queries, and in dealing with clains?

b. I's the conpany owned by local interests, such as the co-opera-
tive novenent, so that its funds are invested in socially de-

sirabl e ways?

c. Is the conpany well established, with substantial reserves

able to deal with an unexpectedly | arge number of clains?

Ask trainees to imgine that three insurance conpanies X, Y and Z,
are rated good or poor according to each of the three standards a,
b, and c. Their society has received quotations fromall three,
and the cost of insurance is the sane; how wi Il they rank the

three insurance conpani es?

Conpany X  Conpany Y ~  Conpany 7

Standard a poor good poor
Standard b poor poor good
Standard c good poor poor

If possible, refer to three | ocal conpanies which nore or |ess
fall into these categories. They need not be insurance com
pani es, but could be suppliers of farmrequisites, or market out-

lets, with which trainees are fam|li ar

Ask trainees for their rankings; sumarise themon the chal kboard
in order to see which of the three suppliers is judged best, sec-

ond best and worst by trainees as a whole.

Ask any trainee who has ranked Y or Z as No. 1 to explain why ef-
ficiency or social responsibility is nore inmportant than sound es-
tabl i shnent. Ask whet her they would prefer to be sure that their
claims will be paid if necessary, or to have efficient service and

to know that their prem uns have been invested in specially de-

sirable activities.
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Stress that sound establishnent and adequate resources are by far
the nost inportant factors when selecting an insurance conpany.

How can a manager judge the soundness of an insurance conpany?

- Age of the conpany.

- Size of the conpany.

- The links to international conpanies.
- Exanination of its bal ance sheet.

- Recommendation froma reputable source such as a good firm of

i nsurance brokers.

Stress that there are usually a nunber of well established com
pani es, so that efficiency -and social responsibility can be con-
si der ed. How woul d t hey choose between conpanies Y and Z if both

were soundly established and offered the same price?

- Efficiency and rapid handling of clains can save the insured

co-operative frombankruptcy in the event of a disaster.

- |If a specialist co-operative owned insurance conpany invests
its premiuminconme in local agricultural activities, these may
be socially desirable but they are likely to face the same

risks as the society's own farners which are insured with it.

What will be the effect if the conpany's custoners and its in-

vestnent suffer a severe |oss at the sane tine?

Stress that insurance is a business |ike any other. Co-operative
i nsurance conpani es are usually not given nonopoly rights to co-
operative and their nenbers' business, but have to conpete with
state owned or private conpanies to offer the npst appropriate

service.

Ref er back to Session 2.1. Remi nd trainees that rutual insurance
conpani es are essentially co-operatives, in that they distribute
their profits to policy holders who al so own the conpany. Co-
operative insurance conpanies, therefore, have an i nmedi ate ad-
vantage in that they do not have to pay dividends to share-

hol ders. This should enable themto obtain a reasonabl e share for

co-operatives' business w thout any special privileges.



Ask trainees to imagine that they are thensel ves insurers, who
have taken on the insurance of a | arge nunber of farners who may
possibly incur a sinmlar loss at the same tine, because they grow
the sane crops in the sane area. How can the insurer avoid the
danger of being unable to pay the clains because so many of his

customers suffer loss at the sane tine?

Trai nees may be famliar with the operati ons of booknakers; how
do they avoid the risk of bankruptcy if they have accepted too

many bets on the sane horse?

Trainees may refer to the possibility of running away. Stress
that this is not an option for an insurance conpany, and elicit,
or describe, the process of "laying off" whereby a bookmaker can
share the risk of his |osses with other bookmakers who are not so
exposed to that particular risk, and may in fact wi sh to spread

their own risks.

Show how an insurance conpany can do the sanme, by arranging "re-
i nsurance" with other conpanies which are not exposed to the same
risks. Show that |arger national or better still internationa
conpanies are particularly able to do this, either within their
own operations or through their connections w th other conpanies
with different risks. This is a further reason for choosing to

insure with a large and well established insurance conpany.

Reni nd trainees of Session 1.2 and the | arge nunber of different
ri sks which farners and co-operative societies face. Is it neces-

sary to buy insurance agai nst each risk, individually?

Distribute copies of the "Sunmary of Cover" or, if possible, a

simlar docunent froma |ocal conpany.

Allow trainees up to 15 mnutes to exam ne this sunmary, and to
conmpare it with the list of risks prepared in Session 1.2. Wat

risks are not covered by this all-inclusive insurance policy?

- Crop losses other than to crops already harvested and in

storage.

- Losses caused by falling prices.
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Losses caused by fraud, either by enployees or others.

(Trai nees nmust distinguish carefully between theft and fraud.)

Ask trainees to suggest why these | osses are not covered.

Crop losses are likely to happen to all or a mgjority of
farmers in a particular area. Refer to Sessions 2.2 and 2. 3;
| osses of this sort are very difficult to cover, because so

many clains are likely to cone all at the sane tine
Price fall also affects all farners who grow a particular crop

Fraud, as opposed to sinple theft, is usually the subject of
| egal proceedings. The | osses are often not clear cut, and a
soci ety nay be able to clai mdanmages from whoever has defrauded
t hem It would al so be very easy to defraud an insurance com

pany by pretending that fraud had occurred

Ask trainees to suggest how they nmight protect their societies
agai nst these risks, if they are not locally covered, and agai nst
any ot hers which may be covered in the exanple but are not obtain-

able locally.

Crop insurance is possible under certain circunstances, and
will be covered in Session 5.2. Wen it is not available, how
ever, societies and their nenbers can only protect thensel ves

t hrough better husbandry.

Protection against price fluctuation is often provided by gov-
ernment marketing boards or other intervention schenes whose
obj ective is to avoid excessive fluctuations in farners' in-

cone.

If trainees societies have access to commodity trading facili -
ties, elicit or explain the nechanismof "forward tradi ng",
whereby it is possible for a society to protect itself against
the possibility of future price reductions by "selling for-
ward", that is making a firmcontract to deliver a certain
quantity of a crop at a fixed price but at a specific future
date, usually three, six or twelve nonths fromtoday, regard-
|l ess of the price which may be ruling at that future date.

Stress that this also involves the chance of loss, in that the



price on the future date may in fact be H GHER than that which

was agreed.

- Even if forward trading facilities are not available, it may be
possi bl e to make advance contracts with custoners, at fixed
prices, for future delivery. Here again, the custoner is
covering hinself against the chance that the price may go UP,

while the seller is avoiding the risk of it going DOM.

- A society can insure itself against theft, by outsiders or by
its own staff. As it is often difficult to determ ne exactly
how much has been lost in the case of enbezzl enent or other
staff dishonesty an insurance society will not pay an indefi-
nite claim The only real protection against staff dishonesty

i s good nanagenent.

Refer trainees to the summary of cover already distributed; how
will a society or farmer decide which of the 11 cl asses of insur-

ance to purchase?

- He will only want to cover risks which he is likely to incur

(if he has no livestock, H, J and K are clearly unnecessary).

- He may already be covered for risks under another schene (for
exanpl e, Section G may be covered under a society's health

schene) .

- He may want to mnimse expense.

The | ast reason depends on the price to be charged; howis this
cal cul ated, and on what is it based? Refer trainees to Session

2.2; the insurer needs to know

- The likely frequency of clains.

- The adm nistrative costs.

Allow trainees 15 ninutes to calculate the premuns for the fol -

| owi ng ci rcunst ances:

- 1,000 peopl e insured.
$1, 000 val ue of property insured by each.
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1 in 50 chance of total |oss of property to anyone insured in
1 year.

$10, 000 admi ni strative expenses.

Elicit the followi ng calculations fromone or nore trainees:

- Cost of clainms (1 x 1,000 x $1,000) $ 20, 000
Cost of adninistfgtion $ 10,000
Total Cost $ 30, 000
Prem um for each insured $30.000 - - $30, or 3% of suminsured.

1, 000
Rem nd trai nees of Session 2.1; what ot her sources of incone

woul d the insurance conpany have; when are prem uns paid by the

i nsured, and when are clains and advertising expenses paid out?

- Premiuns are paid in advance, but expenses are usually fairly
evenly spread throughout the year and clains are paid after
| osses occur. This nmeans that the conpany will have noney to

i nvest.

Ask trainees to assune that the nobney can be deposited at ten per
cent interest a year; what inconme will the conpany earn fromthis

source? FEicit the follow ng cal cul ations:

- Cash on hand at start of year $ 30, 000
Cash on hand at end of year 8 nil
Aver age Cash on hand $ 15, 000
I nt er est $ 1,500

This can be used to reduce premuns and/or to provide a profit, or

surplus distribution, to the owner of the conpany.

Ask trainees to identify which are the major factors affecting the

prem um

- The nunber of insured people, conpanies or societies.

-  The value of what is insured.



- The nunber of | osses.

- The anount to be paid out in the event of I|oss.

Ask trainees how they can reduce the prenmiumthey will have to

pay.

- In a mutual or-co-operative insurance conpany, the surplus dis-
tributed will be larger, and the net premiumless, if nore
peopl e join. Trai nees should therefore support co-operative
insurance initiatives, so long as they are well managed and
adequat el y banked.

- They nust under-value or over-value what they insure. If it is
under-val ued they will not be adequately covered in the event
of 1oss. If it is over-valued the conpany will only be liable
to pay the current value of what is lost, regardless of the sum

for which it was insured and the preni um paid.

- They can reduce the chances of |oss. Trainees nmay be faniliar
wi th no cl ai m bonuses for car insurance. The sane principle
applies to all forms of insurance. Prem uns are based on the

insurer's estinate of each insured's |ikelihood of neking a

claim and a representative of the conpany will normally in-
spect what is to be insured and assess how well it is being
prot ect ed. Speci fic reductions nay be given for special forms

of protection such as security guards, fire extinguishers,

safety training courses, and so on.

- They can reduce the amount they will claimin the event of
loss. Any trainees with private car insurance will be faniliar
with the system of excess  whereby the insured agrees only to
claimfor |osses beyond a certain anount, and to bear the cost
of this hinmself. This reduces the pnumber and ampunt of clains,
and nost insurance conpani es nake a substantial price reduction
in cases when clains are likely to be small, so that a reason-

abl e excess will elinminate a nunmber of clains altogether.

11) Refer to the earlier discussion on the choice of an insurance com

pany; how can a conpany itself reduce the cost of prem unms?

By good nanagenment and reduced administration costs.
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- By careful investnment of its funds to earn the maxi numreturn

and avoi d | osses.

- By selecting low risk custoners, and hel ping themto avoid

losses by field advice, safety research, publications and

traini ng.

Stress that insurance is a "nutual” undertaking; the conpany and
every policy holder benefit if the conpany is well managed and

clains are mnimsed
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Summary of Cover

(Courtesy of National Enployers'

Swi ndon,

Summary of Cover

This Summary of Cover is intended only to give a brief outline of
the wide insurance available and to assist you in completing the
Proposal Form. Should you require full details of the cover, we
shall be pleased to provide a specimen policy document on
application.

Premium quotations will be provided upon receipt of a
completed proposal form.

We will consider requests for cover not mentioned in this
Summary or in the policy document.

Section A Fire

provides cover on the property described in Section A of the
proposal form against the perils of Fire, Lightning and the
Explosion of gas or boilers used only for lighting or heating the
premises. The cover includes the cost of removing debris when
Buildings or Machinery are damaged or destroyed, plus
Architects’, Surveyors’ and other fees incurred in their repair or
replacement. The Temporary Removal of property from the
Premises is also insured.

In addition to the perils above, the property may be insured
against the following SPECIAL PERILS:

Explosion (wider cover)

Earthquake and Subterranean Fire

Riot, Civil Commotion and Malicious Damage (not in Northern
Ireland)

Aircraft

Impact by Vehicles, Horses or Cattle (not in your ownership or
control)

Spontaneous Combustion

Cover in respect of Electrocution of Livestock, and Storm
Damage to Farm Buildings in good repair, can also be provided.

Dwelling House Extension:

Any Dwelling House on the Premises may be insured under this
Section against any of the perils mentioned above, plus Theft,
Impact by Vehicles, Horses or Cattle in your ownership or
control, Flood, the Bursting or Overflowing of Water Tanks,
Appartatus or Pipes and Subsidence. Subsidence carries a £500
excess, all other perils £25.

Section B Theft

The property described in Section B of the proposal form is
covered against Theft or Robbery, and we will also pay for any
damag. to the Buildings caused by a forcible entry cr exit. A £25
excess applies to each claim.

Mut ual | nsurance Associ ation
Engl and)

Section C Business Interruption

Damage to the property insured under Section A by any of the
perils covered could result in a serious reduction in Income while
the loss or damage is repaired. If both Income and Additional
Cost of Working are insured this Section will safeguard your
anticipated profits (if you are a milk producer or a livestock
rearer) and also pay additional expenses necessary to keep the
Business in operation provided that a claim has been paid or
liability admitted under Section A in respect of the same
property. Arable farmers may require to insure the Additional
Cost of Working only as damage to crops will be catered for
under Section A, but additional expenses (eg hire of equipment,
payment of overtime or rent of temporary premises) necessary to
maintain farming activities will still have to be met. The
Standard Indemnity Period is twelve months.

The Insurance can be extended to cover interruption following
any of the Special Perils described in Section A of this Summary
plus Theft, Storm Damage or Electrocution of Livestock.

Section D Money

covers any loss of money from the premises or while in transit
(also damage to safes) — up to certain limits. For the purposes of
the risk, money is divided into:

Money A Current coin, bank notes, currency notes, securities for
money, bills of exchange, bankers’ drafts, cheques, money
orders, postal orders, current unused postage and National
Insurance Stamps, National Savings Stamps and Certificates,
land registry stamps, war bonds and consumer redemption
vouchers.

Money B Crossed cheques, crossed money and postal orders,
used National Insurance Stamps, premium bonds and VAT
purchase invoices.

Additionally, this Section can provide, under the PERSONAL
ASSAULT EXTENSION, a monetary benefit if you or anyone
acting on your behalf should suffer death or injury in an actual
or attempted robbery, the benefits varying with the extent of the
injury. The Death Benefit is £2000. Also covered are clothes and
personal effects which may be damaged.

Section E Employers’ Liability

If an employee is injured in the course, and as a result, of his or
her work, this Section covers your legal liability (which the law
requircs you to insure), as an employer, to pay damages in
respect of such injury. If desired, this Section can be extended to
cover your obligation, under the AGRICULTURAL WAGES
ACTS, to pay sick-pay to any employee.

Section F Public Liability

provides indemnity in respect of your legal liability to pay
damages for injury to any member of the public or for damage to
their property (inciuding the property of employees) arising from
the pursuit of the Business including the sale of produce. There is
NO limit to the indemnity provided (other than for destruction
or damage by Fire).



Section G Personal Accident

Under this Section a monetary benefit is available if you (or you
spouse, son or daughter if engaged in the Business) should suffe
accidental bodily injury. The cover applies 24 hours a day and
the Standard Benefit package is:

Death £2000

Loss of, or loss of use of, one or more
limbs or loss of all sight in one or

both eyes £2000
Permanent total disablement from any
business or occupation £2000
Temporary total disablement £20 per week
(for not more than
104 weeks)
Temporary partial disablement from a £8 per week
substantial and essential part of the (for not more than
usual business 104 weeks)

Medical and surgical expenses necessarily 15% of the weekly
incurred in respect of the injury benefit paid

The age limits for acceptance are 16 to 60 years. Proposals may
be accepted for packages with a Death Benefit of more than
£2000 and with other benefits in proportion.

Section H Fatal Injury/
Sheep Worrying

This can cover the risk of fatal injury to livestock while they are
away from the Premises and/or the death of any sheep due to
worrying by dogs or foxes. In each case we require to know the
maximum value of any one animal in addition to the TOTAL
value of all animals. Vet’s Fees in respect of both fatal injury an
sheep worrying are insured.

Section J Livestock
(Specified Animals)

This Section affords cover in respect of the death of specified
animals due to accident or disease. It can be extended to cover
death by Fire or Lightning. On the proposal please quote the
relevant Cover Code No. for each animal.

Cover Code  Classes of animals which may be insured
1 Certified Bulls 6 months to 6 years old

3 Pedigree Heifers, Grazing and Fattening Cattle
1 year to 6 years old

4 Pedigree Cows-and Heifers
1 year to 8 years old including calving

5 Non-Pedigree Dairy Cows and Non-Pedigree
Heifers | year to 8 years old including calving

6 Dairy Cows | year to 8 years old for calving risk
only and thirty day period thereafter

13 Horses from ] year to 10 years old used for riding

15 As Code 13 inéluding Point-to-Point Racing,

Hunting and Polo.

Section K Foot-and-Mouth
Disease (Consequential Loss)

If, due to an outbreak of Foot-and-Mouth, your beasts die from
the disease or are slaughtered by order of the authorities, your
compensation is limited to their market value. This Section
provides insurance against the resultant 1oss of income and also
covers the additional cost of re-stocking. The Sum Insured
selected must not exceed 25% of the Estimated Total Value of
each class of animal.

Section L. All Risks

You may wish to protect office equipment, cash registers, scales,
typewriters and other specified property against any peril
whatsoever. With a few exceptions, this Section achieves this and
can be extended to cover the Deterioration of the Contents of
Freezers caused by an accidental rise or fall in temperature.

Section M Goods in Transit

This affords an indemnity in respect of loss of, or damage to, the
property insured or fatal injury to livestock while in transit by
Road Vehicles (other than those of licensed carriers) and also
while being loaded or unloaded at either end of the journey.
Cover can be arranged at a limit of £2,500 or £5,000 per vehicle,
as required, and your Sum Insured will be the limit selected
multiplied by the Number of Vehicles. A £25 excess applies to
each claim.

NB. A substantial reduction in premium is available if livestock
are NOT insured under this Section.
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SESSION 3.2
PROPOSALS AND PA I CES
(hjective: To enabl e trainees to conpl ete insurance proposals and
to understand the meaning of their society's policies.
Tine: 112 to 2 hours.
Material : Proposal Form Schedul e.
Proposal Form
Farmers' |nclusive Policy.
(These forns should if possible be replaced by | oca
docunents.)
Session Quide:
1) Ensure that all trainees have retained their copies of the summary

of cover used in the previous session. Distribute copies of the
proposal form schedul e. Ask trainees to relate each section of
this to the appropriate section of the sunmary of cover; go

t hrough each section with them

- Ensure that trainees understand all the words and term nol ogy.
(Proposer = person or organisation wanting to take out an in-

surance.)

- Ensure that trainees understand why each piece of information

i s needed by the insurance conpany.

- Ask trainees to suggest additional items that mght be included

in their country.

Refer to items such as A'l, A2, A4, B.1 and B.2; what problens

will arise in valuing these itenms?
The nunber of animals, anmounts of produce and so on will vary
fromday to day or even hour to hour, and it will be inpossible

to val ue them accurately.



- The condition and age of crops, animals and equi prent vary;
sone becore nore val uable and others |less, but they will not

remai n the sane.

Ask trainees to suggest how these probl ens can be overcone:

- Valuations are used as the basis of the premum the anount to
be paid out in a claimmy be higher or |ower, depending on the

value at that tine.

- The total insured is nore inportant than the value of each
item If the total value insured is sufficient, the value of
every individual itemwich is lost will be covered in the

event of | oss.

Ask every trainee with insurance policies of any kind whether they
fill in a new proposal for every year. They do not; insurance is
usual ly renewed every year so long as the premumis paid and no

maj or changes have taken pl ace.

Ask trainees to suggest what night be the dangers of autonatic re-

newal :

- In nost countries inflation of ten per cent or nore per year is
nor mal . I nsurance val ues can very rapidly cease to cover nore
than a small proportion of the replacenment cost of what is in-

sur ed.

- Newitens are added to the society or farm but may not be in-

cluded in the insurance.

Stress that it is the responsibility of the insured to check that
everything is included, and that values are brought up to date.
Some i nsurance conpanies are willing to add a certain percentage
automatically to the valuation and to the prem um every year, but
the insured nust still check that old itens are renoved and new

ones included each year, or nore frequently as necessary.

Di stri bute copies of the proposal form which acconpanies the
schedul e and is a | egal docunent on which the actual policy is

based. Ask trainees to go through the proposal, checking their

under st andi ng of the inportance of specific dates.
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- Accidents which occur outside the period, even by a few min-

utes, cannot be covered.

- Insurance is usually not valid until the prem um has been re-
ceived by the insurers. The starting date on the proposal is a
request and not necessarily acceptable to the conpany if the

prem um has not been paid.

Ask trainees to read the questions one to ten:

- They shoul d understand why each is included, and suggest other
items of information which a | ocal insurance conpany night re-

quire but are not relevant in the United Ki ngdom

Draw trai nees' attention to the enpty space for further inforna-

tion. Ask trainees to conpare the follow ng situations

a. Afarmer sells a buffalo to soneone el se. He knows that it
tends to be savage in the mddle of the day, and has injured
people in the past. The buyer does not ask about the aninmal's
tenperanent, and the farner says nothing about it. Two weeks'
later the buffalo attacks the buyer's nei ghbour and breaks his

leg. The buyer sues the seller for damages.

b. A farmer insures a buffalo of simlar tenperanent agai nst any
claims fromthird parties for danages. He knows about the
animal's tenper, but, since the insurance conpany does not ask
about it, he says nothing. The buffal o attacks a nei ghbour
and injures him and he clains his nedical expenses fromthe
farner. The farmer in turn clains the expenses fromthe in-

surance conpany.

Which if any of these clains will succeed?

a. So long as farner A did not actually deceive the buyer, by
stating sonet hing which was not true, he is not |iable. The

buyer nust beware.

b. The insurance conpany need not pay, because insurance is based
on "ultimate good faith", that is, the proposer nust declare

everyt hing he knows which may affect the risk. The insurance

conpany does not have to ask for the information specifically.



6) Ask trainees to suggest sinilar exanples of breaches of good
faith, relating to other itenms in Sections Ato L of the sche-

dule. These might include

Failure to disclose that a certain storage area is liable to
f1 oodi ng.

Failure to disclose that a certain enployee has a crimnal re-

cord.

Failure to disclose a history of fire danage

Stress that there need not be any intention to nmislead. If a pro-
poser knows sonething which is in fact inportant, regardl ess of
whet her he believes it to be inportant or not, the insurance

policy can be held invalid if he fails to declare it.

7) Distribute copies of the farners' insurance policy, or, prefer-

ably, a policy froma local conpany.

Show trai nees how each section of the policy corresponds to a sec-

tion of the proposal and in the sumrary of cover.

Allow trainees up to 15 minutes to | ook through the docunents.

Ask themto nmention any points they do not understand.

Sonme clauses relate to British |aw or other features such as civi
problenms in Northern Ireland (last page) or the British climte
(Section A).

Most, however, are general applications. Ternms which nay not be

cl ear include:

"Endor senents" - These are particular notes which may alter
t he basic conditions. They may be printed in the policy, as
in the sanple, or nmay be noted on one policy, such as whether

a particular animal or building mght be excluded from cover.

"Average" - The nethod by which insurance conpani es can reduce
clains to take account of under-insurance (this will be dealt

with in the follow ng session on clains).



Ask
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"Indemmity" - The obligation on the insurer to make exact fin-
anci al conpensation for whatever | oss the insured nay have

suffered.

trai nees to note:

"The limts of liability" such as A and B whereby no aninmal's
value is to exceed £5,000 unless the animal is specifically
l'isted.

Ask trainees why this is included:

The farmer could claimthat a particular aninmal included
under the general heading of "livestock"” in A which hap-
pened to be killed or stolen, was of very high value. If
the ani mal was destroyed, it would be difficult to disprove

such a claim

The "excl usi ons" such as electrical equipment in A or un-
expl ai ned shortages or di sappearance in B, or |osses due to

clerical or accounting errors in D
What is the purpose of these exclusions?

These are itens where the risk is greater than all the rest
of the policy, and it is easier for the insured to make a

fraudul ent claim

The exclusion of the first £25 of certain | osses, such as in

A3 or B4

This neans that the insured has to pay the first £25 of any
claim if the total loss is under £25, he will not nmake a

claimat all. Way should the insurers demand this?

To avoid a | arge nunber of small clainms, which may arise

frompetty theft or wind or rain damage to property.

The definitions, such as the specific nention of 8. 00 pm or
6.00 amin P, the territorial limts in E, or nechanically

propelled vehicles in F.



Why has the conpany defined these terns, and others, in such
detail? Ask trainees what disputes might arise if these terns

had not been so clearly defined:

. Money night be stolen when it was not in a safe at 8.05 pm
whi ch would in sunmer in the United Ki ngdom be in broad
dayl i ght . The insured might claimthat this was in the

daytime, so there nust be no room for disagreenent.

- An accident mght occur to an enpl oyee of the firm under-
taking training in another country where risks night be

greater. The territory nust be exactly defined.

- The insurance conpany mght attenpt to refuse a claimif it
arose from damage caused by a trailer or plough, rather
than a tractor which was towing it; it is therefore vita

to define the term"notor vehicle" exactly.

Stress that insurance policies are |legal docurments, with the addi-
tional requirenent of good faith, in that both sides are obliged
to declare any relevant factors in addition to what is contained
in the agreenent. It is better to spend tinme and paper in exact
terminology in order to avoid uncertainty which can lead to liti-

gati on.
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Proposal Form Schedule

(Courtesy of National Enployers' Mitual |nsurance Association,
Swi ndon, Engl and)

Prgposal Form Schedule

To be completed by the Proposer Sum I Office to
Insured complete
£ Special
Section Please delete sections not required and enter Sums Insured as relevant Endorsements
A Fire 1. Agricultural Produce and Stores EXCLUDING SHage .. ... ..o oo oo
SR . o e
3. Agricultural Itiplements (including Plant and Machinery), Office Equipment and Employees' Effects ... .. .. o .0 .. .. ... . ...
4. Liveslock (EXCLUDING Poultry and/or Pigs in artificially-heated buildings) .. ... ... oo
5. The Building of the Farm Dwelling House. Is the Dwelling House Extension required? YES/NO ... . ... ... ... .. .. ..........
If YES, state construction of the Dwelling House .. ... ...
Describe below or on a separate sheet additional items to be insured. The description of Farm Buildings should include
details of the use and construction of each range. A sketch plan would be most helpful (see space overleaf)
Do you require (a) SPECIAL PERILS cover? (sce Summary of Cover) YES/NO
(b) Storm and Tempest cover on the Buildings described above? YES/NO
Do you wish to insure your livestock against the risk of accidental electrocution? YES/NO
B Theft 1. Agricultural Produce and Stores INCLUDING Silage . .. ... o e e
2. Agricultural Implements (including Plant and Machinery), Office Equipment and Employees’ Effects .......... .. ... .
3. Livestock (INCLUDING Poultry and Pigs in artificially-heated buildings) ............ ... ... ... ... .. ... ... ..... ..
C Business State 1) your Income (i.e. the annual receipts of the Business from all sources) plus the Additional Cost of Working . . . ..
Interruption or2) theAdditional Costof Workingonly ....... ... ... ................. A
Do you require cover following:
(a) SPECIAL PERILS? (see Summary of Cover) YES/NO
(b} Storm and Tempest YES/NO
(¢) Accidental electrocution of livestock? YES/NO
(d) Theft? YES/NO
- _— J— — P e
D Money 1. State the total estimated annual amount of money paid into and drawn from the bank and post
office (crossed cheques and cheques for drawing cash should not be included) O
2. State the maximum amount of money kept in a locked safe or strongroom at the Premises
overnight other than Money B (see Summary of Cover) £
3. Siate the maximum amount of all forms of money other than Money B (sece Summary of Cover)
in transit or on the Premises at any one time £
4. Do you require the Personal Assault Extension? . ...... ... .. ... ... ... ... ..., YES/NO
E Employers’ 1. State estimated Total Remuneration for all Employees (including Working Directors) £
Liabilily 2. Is Agricultural Wages Act cover required? ... ... e YES/NO
F Public Liability State total acreage of the Premises . .. ... ... ..o 0. e
G Personal State Insured Person Date of Birth
Accident [
Does any person proposed carry on any business other than farming? YES/NO
HYESgivefulldetails .. ...
Are all persons proposed of sound bodily and mental health and free from any physical infirmity? YES/NO
IFNO give full details ... ... .

cont.overleaf



H Fatal State
Injury/Sheep 1. Total Value of all Livestock (for Fatal InJUury). ... ... . e
Worrying 2. Total Value of Sheep (for Sheep WOrTying) . .. ... ettt ettt e et e e e e e e e e e
3. Maximum Value of any one Animal £
I - . } , . S
J Livestock Complete the following details in respect of the Animals you wish to insure:
(Specified Name or Number Breed Cover Rising
Animals) Code Age
Do you require Fire and Lightning cover? ... ... .. .. . i YES/NO
K Foot-and- Estimate of Total Value
Mouth Disease Caule O
(Consequential  Sheep S O T
Loss) Pigs < O O
N.B. The Sum Insured must not exceed 25% of the estimate of total value of each class of animal.
Do you trade in cattle, sheep or pigs? YES/NO
Are the Premises in an area subject 1o any order relating to Foot-and-Mouth disease? YES/NO -
How long have you occupied the Premises?
Have any animals been brought to the Premises within the last 4 weeks? YES/NO
If YES, please supply details below .. ... . s
L All Risks State Specified Articles to be covered
Do you require cover on the Contents of Freezers? YES/NO
If YES, state make, age and horse power of the relevant machines below ... .. ... ... i
M Goods in State Number of Vehicles .......... (multiplied by) Maximum Value of any one load £2500* = L
Transit £5000* = .
*Delete as required Do you wish to insure your livestock under this Section? YES/NO
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Proposal Form

(Courtesy of National Enployers' Mitual |nsurance Association,
Swi ndon, Engl and)

Branch Form No. 3/383

Farmer’s Inclusive Insurance

Renewal date Cancelling Policy No(s)

Policy No.

Proposal Form

ALLFACTSLIKELY TO INFLUENCE THE ACCEPTANCE AND ASSESSMENT OF THE PROPOSAL MUST BE DISCI.OSED. IF THERE ISANY DOUBT ABOUT FACTS
CONSIDERED MATERIAL THESE SHOULD BE DISCLOSED.

The Proposer PLEASE USE BLLOCK LETTERS — ONE LETTER IN EACH BLOCK AND A SPACE BETWEEN NAMES
Mr/Mrs/Miss/Ms (delete those not applicable)

First names I [m"ii N 1 T T 1T ! T V N
; S L [ N . L N N RS S S E . I
Surname | \ ] 1 J‘ | | , )
Address I l ] ! [ I [ i T
(including Postcode) B P “ : R T N R - -
e i o l» - T — 1 - - ——t —
L] Lo i || Posicode | .

Telephone no.

Period of Insurance From ....oooiiii i T0
Business Please give full description of Business
Premises (Address of all farms and other places on which you farm or keep livestock)

Cont. overleaf



Please answer all questions
1.

[V I )

n

10.

. Are any of the proposed risks now insured? If YES give details below including any other policies held with the

. Have you had any insurance or proposal (including any life assurance) cancelled, withdrawn, declined or subject

Is any livestock not sound or free from vice? Has any livestock sustained any illness or injury? Have you ever had
glanders, farcy, anthrax, grass disease, red-water, redworm or foot-and-mouth on any premises? If YES give

details below. YES/NO
. Is all land used by the Proposer and any dangerous place thereon fenced and is all farm machinery properly

guarded and vehicles, implements and buildings kept in good repair? If NO give details below. YES/NO
. Do you keep livestock on common or unfenced land? YES/NO

. Do you undertake work on contract for others or sell any produce direct to the public? If YES give details below. | YES/NO

. Do you ever accommodate more than six paying guests? If YES give details below. YES/NO
Have you any Annliancec ncing artificial heat for the hatchina ar rearing af Panltry ar Pioc? If VES ctate halnw
in which building(s), method of heating and how frequently used. YES/NO
. Have you (a) a grain drying plant? (a) YES/NO
(b) a grass drying plant? (b) YES/NO

If YES, state below in which building(s) used and method of heating.

Association. YES/NO

to special terms? If YES give details below. YES/NO

Have you ever suffered any accident or loss (whether insured or not) at these premises or elsewhere in respect of
risks now proposed for insurance? If YES give details below. YES/NO

Space for additional information and/or sketch plan (continue on a separate sheet if necessary)

Declaration 1/We wish to effect an insurance with and apply (o become Members of the Association. 1/We declare that the above statements

and particulars are to the best of my/our knowledge and belief true and complete, and no material fact has been misrepresented,
misstated or withheld. I/We agree that this proposal shall form the basis of the contract between me/us and the Association and

will be deemed as incorporated in the Policy to be issued.

DAl . . Signature of Proposer . .. .. ... ..

COVER IS NOT VALID UNTIL ACCEPTANCE HAS BEEN ADVISED BY THE ASSOCIATION OR THE POLICY HAS BEEN ISSUED.
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PLEASE READ THIS POLICY CAREFULLY AND ENSURE THAT IT MEETS WITH YOUR REQUIREMENTS.

- N

NEM ‘P/’Q,

. bl /
Farmers’ Inclusive Policy %{\
Y

THE INSURED having, by a proposal and declaration which is the basis of this contract and is incorporated within it,
applied to the NATIONAL EMPLOYERS’ MUTUAL GENERAL INSURANCE ASSOCIATION LIMITED (re-

ferred to in this Policy as ‘“‘the Association”) for the indemnity and/or benefits as described, and having paid, or agreed

to pay, the Premium—

THE ASSOCIATION will indemnify the Insured against losses and liability and/or pay the benefits as described occurr-
ing during the Period of Insurance, subject to the terms, exclusions, limits and conditions contained in the Policy or

any endorsement

PROVIDED THAT
(i) any Section of this Policy stated to be “Not Insured” in the Policy Schedule shall be inoperative

(11) no Special Endorsement to any Section of this Policy shall be operative unless specific reference is

made to it in the Policy Schedule.

Signed, on behalf of the Association

%W@i‘/ ’M’(l

74 Ui,

Directors

Form No. 491 ‘ J

NATIONAL EMPLOYERS’ MUTUAL GENERAL INSURANCE ASSOCIATION LIMITED
Head Office: NEM House, Station Road, Swindon, Wiltshire SNI 1DF



THE ASSOCIATION WILL INDEMNIFY the Insured against the destruction of, or damage to, the property insured
described in Section A of the Policy Schedule, while at the Premises, by the Standard Perils. A

SECTION

THE STANDARD PERILS
(1) FIRE (whether resulting from Explosion or otherwise) not caused by
(a) its own spontaneous fermentation or heating, or its undergoing any process involving the application

Fire

of heat
(b) Earthquake, Subterranean Fire, Riot or Civil Commotion;
(2) LIGHTNING;
(3) EXPLOSION, not caused by any of the perils specified in 1(b) above,
(a) of bailers used for domestic purposes only

(b) in a building not being part of any gas works, of gas used for domestic purposes or used for lighting or
heating the building.

LIMITS OF LIABILITY

The liability of the Association during any period of insurance shall not exceed, in respect of

(a) each Item, the Sum Insured shown in the Policy Schedule
(b) the effects of any one employee, the amount of £200
(c) any one Animal, the amount of £5,000 (unless specially mentioned in the Policy Schedule).

EXCLUSIONS

This Section does not cover the destruction of, or damage to,

H

0))

&)

1))
)

(1) dynamos, motors or any part of the electrical plant on the Premises, when directly caused by abnormal current or over-running;
self-ignition or self-heating; short-circuiting or leakage:

(2) inso far as they are otherwise insured, power-driven vehicles, implements and accessories ; employees’ effects; or livestock :

(3) property more specifically insured, goods held in trust or on commission, money, securities for money, stamps, documents, manu-
scripts, business books, computer systems records, patterns, models, moulds plans, designs and explosives (unless any such property
is specially mentioned in the Policy Schedule).

EXTENSIONS OF COVER

Agricultural Produce, Agricultural Implements and Livestock insured under this Section are covered, if and so far as they are not other-
wise insured, while temporarily at any other situation or in transit by road, rail or inland waterway in Great Britain, Ireland, Northern
Ireland, the Channel Islands or the Isle of Man.

The insurance by each Item on Buildings or Agricultural Implements includes an amount in respect of costs and expenses necessarily
incurred by the Insured with the consent of the Association in:—

(@) removal of debris

(b) dismantling and/or demolishing

(c) shoring-up or propping

of the part or parts of the property insured by such Items and destroyed or damaged by any peril covered under this Section.

The insurance by each Item on Buildings or Agricultural Implements includes an amount in respect of Architects’, Surveyors’, Consult-
ing Engineers’, Legal and other Professional Fees necessarily and reasonably incurred in the reinstatement of the property lnsured con-
sequent upon its destruction or damage, but not for preparing any claim.

The insur:ance by each Item on Buildings includes the additional cost of reinstatement, following destruction or damage, necessary to
comply with building or other regulations arising from any Act of Parliament or from the bye-laws of any Municipal or Local Authority.
If, at the time of the destruction of, or damage to, any Building insured, the Insured shall have contracted to sell his interest in that
Bunldmg and the purchase has not yet been, but will be, completed, the purchaser on completion of the purchase (if and so far as the
property is not otherwise insured by or for the purchaser against such destruction or damage), shall be entitled to the benefit of this
insurance, in so far as it relates to such destruction or damage without prejudice to the rights and liabilities of the Insured or the Asso-
ciation under this insurance, up to the date of completion.

SPECIAL ENDORSEMENTS

These Special Endorsements are operative in respect of each Item of this Section as indicated in the Policy Schedule.

Al

A2.

SPECIAL PERILS. This Section extends to cover the destruction of, or damage to, the property insured resulting from
(a) EXPLOSION excluding

(i) destruction or damage (other than by Fire resulting from Explosion) caused by the bursting of any vessel, machine or apparatus
(other than a boiler used for domestic purposes only) in which internal pressure is due to steam only and belonging to or under
the control of the Insured

(ii) destruction of, or damage to, vessels, machinery or apparatus or their contents resulting from the explosion thereof’,
(b) EARTHQUAKE, SUBTERRANEAN FIRE;

(c) RIOT, CIVIL COMMOTION, STRIKERS, LOCKED-OUT WORKERS or PERSONS taking part in LABOUR DISTURB-
ANCES, or MALICIOUS PERSONS excluding

(i) as regards destruction or damage (other than by Fire or Explosion) dlrectly caused by Malictous Persons not acting on behalf of,
or in connection with, any Political Organisation

— destruction or damage by Theft
— the first £25 of each loss, after the application of any condition of Average
(ii) loss or damage caused by confiscation or destruction or requisition by order of the Government or any Public Authority
(iii) loss or damage resulting from cessation of work;
(d) AIRCRAFT and other aerial devices or articles dropped therefrom;
(e) lll\dPACT by Vehicles, Horses or Cattle NOT belonging to, nor under the control of, the Insured or the Insured’s family or em-
ployeces;
(f) FIRE caused by its own SPONTANEOUS FERMENTATION OR HEATING.

ELECTROCUTION. This Section extends to cover the death of Livestock, or the necessity for its slaughter on humane grounds, as a

result of Electrocution through contact with, or the breakdown of, an electrical installation, or through leakage of electricity into the ground
around pylons.
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A3. STORM AND TEMPEST. This Section extends to cover destruction or damage by Storm or Tempest excluding

(a) destruction or damage caused by Flood, Frost, Subsidence or Landslip;

(b) the first £25 of each loss, after the application of any condition of Average.

A4. FARM DWELLING HOUSES. For the purposes of this Special Endorsement a Farm Dwelling House comprises the Buildings of the
Dwelling House together with its Domestic Qutbuildings and boundary walls (but excluding gates and fences).

The Standard Perils are amended to read as follows:—

(a)
(b)
(c)
(d)
(e)
(f)

(g)
(h)

Fire, Lightning and Explosion:

Malicious Damage;

Aircraft and other aerial devices or articles dropped therefrom:
Earthquake;

Theft or }any attempt thereat;

Storm and Tempest (excluding destruction or damage by Frost),
Flood and the Bursting or Overflowing of Water Tanks, Apparatus
or Pipes;

Impact by Vehicles, Horses or Cattle;

The Subsidence and/or Heave of the site on which the property

insured stands or land belonging thereto, or Landslip, excluding
damage

(i) to boundary walls, unless the Dwelling House and/or its
Domestic Outbuildings are damaged by the same cause and
at the same time

(ii) to, or resulting from the movement of, solid floor slabs, unless
the foundations beneath the external walls of the Buildings are
damaged by the same cause and at the same time

(iii) caused by
-~ coastal or river-bank erosion
— demolition, structural alteration or structural repair

— the bedding down of new structures or the settlement of
newly made up ground;

Provided that

(a)

(b)

Excluding the first £25 of each loss, after the
application of any condition of Average

Excluding the first £500 of each loss, after the
appiication of any condition of Average

the insurance against Theft or any attempt thereat and the Bursting or Overflowing of Water Tanks, Apparatus or Pipes shall
not apply while the Dwelling House is left insufficiently furnished for full habitation in excess of 30 days during any one period

of insurance

if the Buildings of two or more Dwelling Houses are insured under this Special Endorsement, the conditions, limits and exclusions
of this Endorsement and those that are applicable elsewhere in this Section apply separately to each of the Dwelling Houses des-
cribed in the Policy Schedule (including their Domestic Outbuildings) as if each had been insured by a separate policy.

(b) Robbery;

or any attempt at either.

SECTION
THE ASSOCIATION WILL INDEMNIFY the Insured against
B (1) the loss of, or damage to, the property insured described in Section B of the Policy Schedule, while at the Premises,
by Theft, Robbery, or any attempt thereat;
Theft (2) damage to any building at the Premises (for the making good of which the Insured is responsible) as a result of

(a) any Theft involving entry to, or exit from, that building by forcible and violent means;

LIMITS OF LIABILITY

The liability of the Association during any period of insurance shall not exceed, in respect of
(a) loss or damage due to any one occurrence, the Sum Insured shown against each Item in the Policy Schedule
(b) any one Animal, the amount of £5,000 (unless specially mentioned in the Policy Schedule).

EXCLUSIONS

This Section does not cover

(1)
2)
3)

unexplained shortage or disappearance:

the breakage of plate or float glass or any malicious damage:
loss or damage

(a) by Fire, Explosion, Riot or Civil Commotion

(b) of or to money, securities for money, stamps, documents of any kind, manuscripts, business books, patterns, models, moulds,
plans, designs, computer systems records, fruit on trees, livestock other than fLorses, cattle, sheep, pigs, goats or working dogs,
or the parts or accessories of rhechanically-propelled vehicles and implements unless stolen with the vehicle or implement
(unless any such property is specially mentioned in the Policy Schedule)

(c) of or to property on unfenced or common land:

(4) the first £25 of each loss, after the application of any condition of Average.



SECTION

In the event of any building og other property, or any part of them, used by the Insured at the Premises for the purpose
of the Business, being destroyed or damaged by:— ‘

(1) FIRE (whether resulting from Explosion or otherwise) not caused by

(a) its own spontaneous fermentation or heating, or its undergoing any process involving the appllcatlog hea’w Business
(b) Earthquake, Subterranean Fire, Riot or Civil Commotion; L5 A,ﬂ/ L'lnterruption
(2) LIGHTNING; &
(3) EXPLOSION, not caused by any of the perils specified in 1(b) above, "
(a) of boilers used for domestic purposes only f

(b) of any other boilers or economisers on the Premises
(c) 1ina building not being part of any gas works, of gas used for domestic purposes or used for lighting or heating
the building
(destruction or damage thus caused being referred to below as “Damage™) and, as a result, the Business undertaken by the lns tt
Premises is interrupted or disrupted
— THE ASSOCIATION WILL PAY to the Insured, in respect of each Item in the Policy Schedule, the amount of the loss resulting
this interruption or disruption
Provided that
(a) at'the time of the Damage an insurance shall be in force covering the interest of the Insured in the property at the Premises against
such Damage and that payment shall have been made or liability admitted for it under such insurance
(b) the liability of the Association during any period of insurance shall not exceed, in respect of each Item, the Sum Insured shown in
the Policy Schedule

(c) this Section shall be inoperative if the Business is wound up, carried on by a liquidator or receiver, or permanently discontinued
at any time after the commencement of this insurance, unless its continuation is allowed, in writing, by the Association.

EXTENSION OF COVER
The Association will pay to the Insured, under this Section, the reasonable charges payable by the Insured to his or her professional account-
ants for producing any details or other information or evndence as may be required under the terms of this Policy and for reporting that
such details are in accordance with the Insured’s books of account or other business books or documents; provided that the total of the
amount payable under this Extension plus the amount otherwise payable under this Section shall not exceed the Sum Insured shown in the
Policy Schedule.

The Insurance under Item 1 is limited to loss of income due to (a) REDUCTION IN INCOME and (b) INCREASE IN COST OF WORK-
ING and the amount payable under each of these shall be
(a) IN RESPECT OF REDUCTION IN INCOME: the amount by which the Income during the Indemnity Period shall, in conse-
quence of interruption or disruption following Damage, fall short of the Standard Income
(b) IN RESPECT OF INCREASE IN COST OF WORKING: the additional expenditure necessarily and reasonably incurred by the
Insured for the sole purpose of avoiding or minimising the reduction in Income which, but for that expenditure, would have occurred
during the Indemnity Period in consequence of interruption or disruption following Damage but not exceeding the loss of Income
thus avoided
less any amount saved during the Indemnity Period in respect of such expenses and/or working costs as ‘may cease or be reduced in conse-
quence of interruption or disruption following Damage. Provided that if the Sum Insured by this Item is less than the Annual Income (or
any appropriate multiple of Annual Income if the Indemnity Period exceeds twelve months) the amount payable shall be proportionately
reduced.
The Insurance under Item 2 is limited to the additional expenditure reasonably incurred in order to minimise any interruption or disrup-
tion of the Business during the Indemnity Period.

DEFINITIONS
INCOME-—The money paid or payable to the Business from all to which any necessary adjustment shall be made to provide
sources for trends and variations in the Business or other circum-
. Lo stances affecting it, either before or after the Damage, or
STANDARD INCOME-——The Income during that period in the which would have affected it had the Damage not occurred;

twelve months immediately before the date of the Damage p -
: : : p so that the figures thus adjusted represent, as nearly as is
which corresponds with the Indemnity Period reasonably practicable, the results which, but for the Damage,
ANNUAL INCOME—The Income during the twelve months would have been obtained during the relevant period after the
immediately before the date of the Damage Damage.
INDEMNITY PERIOD--The period beginning with the occurrence of the Damage and ending not later than the Maximum Indemnity
Period (as shown in the Policy Schedule) thereafter, during which the Business is affected as a result of the Damage.

SPECIAL CONDITIONS

1. If, during the Indemnity Period, the Business shall be conducted elsewhere than at the Premises, the receipts from such Business shall be
taken into account in calculating the Income during the Indemnity Period.

2. If the Income earned (or any appropriate multiple of Income if the Maximum Indemnity Period exceeds twelve months) during the
financial year most nearly concurrent with any period of insurance is certified by the Insured’s professional accountants as being less
than the Sum Insured thereon a pro rata refund of premium (not exceeding 50 per cent of the premium paid on that Sum Insured for
that period of insurance) will be made in respect of the difference. If any Damage shall have occurred giving rise to a claim under this
Section, the refund shall be limited-to that portion of the difference that is not due to such Damage.

3.  Totheextent that the Insured is accountable to the tax authorities for Value Added Tax, all terms in this Section are exclusive of such tax.
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SPECIAL ENDORSEMENTS
These Special Endorsements are operative in respect of each Item of this Section as indicated in the Policy Schedule.

C1. SPECIAL PERILS. The word “Damage’ extends to include the destruction of, or damage to, the property resulting from
(a) EXPLOSION excluding
(i) destruction or damage (other than by Fire resulting from Explosion) caused by the bursting of any vessel, machine or apparatus
(other than a boiler or economiser on the Premises) in which internal pressure is due to steam only and belonging to or
under the control of the Insured
(i1) loss sustained in consequence of the Insured being deprived of the use of any such vessel, machine, apparatus or its contents
as a result of the explosion thereof’
(b) EARTHQUAKE, SUBTERRANEAN FIRE;

(¢) RIOT, CIVIL COMMOTION, STRIKERS, LOCKED-OUT WORKERS or PERSONS taking part in LABOUR DISTURB-
ANCES, or MALICIOUS PERSONS excluding destruction or damage caused by

(i) confiscation or requisition by order of the Government or any Public Authority
(ii) cessation of work;
(d) AIRCRAFT and other aerial devices or articles dropped therefrom;
(e) IMPACT by Vehicles, Horses or Cattle NOT belonging to, nor under the control of, the Insured or the Insured’s family or employees;
(f) FIRE caused by its own SPONTANEOUS FERMENTATION OR HEATING.
C2. ELECTROCUTION. The word “Damage” extends to include the death of Livestock, or the necessity for its slaughter on humane

grounds, as a result of Electrocution through contact with, or the breakdown of, an electrical installation, or through leakage of electricity
into the ground around pylons.

C3. STORM AND TEMPEST. The word “‘Damage’ extends to include destruction or damage by Storm or Tempest, excluding destruction
or damage caused by Flood, Frost, Subsidence or Landslip.

C4. THEFT. The word “Damage” extends to include loss or damage by any peril insured under Section B of this Policy subject to Proviso
(a) of this Business Interruption Section.

SECTION
THE ASSOCIATION WILL INDEMNIFY the Insured against
(1) loss of Money belonging to the Insured or for which the Insured is responsible and used for the purposes of the D
Business, while PES
(a) on the Premises in the Insured’s Farm Office rt ¥ . Money
(b) at the Private Dwelling House of the Insured, or any of the Insured’s employees or principgh & Y
(c) in the custody of collectors for 24 hours from the time of receipt or until the next workmgdxy.,vrﬁhﬁcv’?\,
is the later oy
(d) in transit, or on the person of the Insured or any of the Insured’s employees or principals - £ % ;
(e) in a bank night safe; N"" ‘.
(2) loss of, or damage to, any safe or strongroom caused by Theft or attempted Theft ..,
—occurring within Great Britain, Ireland, Northern Ireland, the Channel Islands or the Isle of Man, but not exceeding thé{qﬁ’wogﬁlm
shown below. o A
T2 oY
< . ,F{ 1,?
EN Q
DEFINITIONS Y

Money A :—Current coin, banknotes, currency notes, securities for money, bills of exchange, bankers’ drafts, cheques, money orders, posm
orders, current unused postage and National Insurance Stamps, National Savings Stamps and Certificates, land registry stamps, war
bonds, consumer redemption vouchers and any additional items shown in the Policy Schedule.

Money B:—Crossed cheques, crossed money and postal orders, used National Insurance Stamps, premium bonds, V.A.T. purchase invoices
and any additional items shown in the Policy Schedule.

Night:—The hours between 8 p.m. and 6 a.m.

LIMITS OF LIABILITY
The liability of the Association during any period of insurance shall not exceed, in respect of
(a) Money A
(i) during the Night in a locked safe or strongroom . .. The Limit shown in the Policy Schedule
(ii) during the Night, in the Farm Office, but not in a locked safe or strongroom . . . £250
(iii) in the custody of any one collector . . . £250
(iv) in the Private Dwelling House of the Insured or the Insured’s employees or principals, but not in a locked safe or strongroom

- (v) in any other circumstances . . . The Limit shown in the Policy Schedule
(b) Money B ... £20,000
(c) any one safe or strongroom . . . £500.

N.B. If any Private Dwelling House above is used as the Farm Office, (a)(iv) (above) shall not apply to that Dwelling House, which will
then be subject to (a)(ii).



WARRANTIES
Itis warranted that

(1) the Insured shall keep a complete and accurate record of Money in transit and on any premises at which Money is covered under
this Section, and that this record shall be kept in some place other than a safe or strongroom containing the Money

(2) when any of the premises are unoccupied, safes or strongrooms shall be kept locked and no keys or records of combination numbers
shall be left in such premises at Night

(3) when any of the premises are occupied, no keys or records of combination numbers shall be left at Night in that part of such premises
in which the safes or strongrooms are situated.

EXCLUSIONS
This Section does not cover
(1) shortages due to clerical or accounting errors or omissions:
(2) any loss due to depreciation in value:
(3) any loss due to the fraud or dishonesty of any employee of the Insured unless discovered within 7 working days of the occurrence.

SPECIAL ENDORSEMENT
This Special Endorsement is operative only if so indicated in the Policy Schedule.

D1. PERSONAL ASSAULT. In the event of bodily injury to the Insured (or any partner, principal or employee of the Insured) occurring during
the Period of Insurance, caused by Theft or attempted Theft of the Money Insured involving actual or threatened violence, and where such
injury is the sole cause of death or disablement as detailed below, the Association will pay to the Insured or, in the event of the Insured’s
death, to the Insured’s legal personal representatives, the Benefit specified, or any other amount agreed by the Association.

Result Benefit
1. Death within £2,000
L 12 calendar ’
2. Total and permanent loss of sight in one or both eyes months of the £2,000
3. Total loss, by physical severance, of one or more limbs at or above the wrist or happening of £2,000
ankle, or total and permanent loss of use of an entire limb the assault
Temporary total disablement preventing participation in any occupation £20 per week
Loss of, or damage to, the clothing or personal effects of the Insured or any one The amount of such
partner, principal or employee of the Insured loss or damage not
exceeding £100

Provided that
(a) a Benefit shall not be payable for more than one of the Results 1, 2 or 3
(b) if a Benefit is payable for Result 1, 2 or 3 it shall not be payable for any Result of a subsequent event

(c) the total amount payable under Result 4 shall be deducted from a Benefit payable under Result 1, 2 or 3 should it immediately
follow Result 4 and proceed from the same cause

(d) a Benefit payable under Result 4 shall not continue for more than 104 weeks from the date of the assault.

EXCLUSIONS
This Special Endorsement does not cover death or disablement
(1) consequent upon, or prolonged by, any pre-existing physical or mental defect or infirmity, pregnancy or childbirth:
(2) of persons under 16 or over 70 years of age.
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SECTION
In the event of any Employee suffering Bodily Injury arising out of and in the course of his or her Employment in the
Business by the Insured, occurring during the Period of Insurance, either within or temporarily outside the Territorial
Limits
— THE ASSOCIATION WILL INDEMNIFY the Insured in respect of the Insured’s Legal Liability (arising out of Emplovers’
such injury) to pay damages and the claimants’ costs and expenses. Ligbi{i ¢
If the Association consents to the costs it will also pay . y
(1) for the representation of the Insured by a solicitor at any Coroner’s Inquest or Fatal Accident Inquiry or at *
proceedings in a Court of Summary Jurisdiction in connection with any alleged breach of statutory dutyt
resulting in an injury which may be the subject of a claim under this Section; ‘ .
(2) any other costs and expenses which are the responsibility of the Insured. N }
I o
EXCLUSION Rl

This Section does not cover the liability of the Insured in respect of claims brought in courts of law outside the Territorial Limits. ‘" :

EXTENSIONS OF COVER
The Association will also indemnify

(1) in the event of the death of the Insured, the Insured’s legal personal representatives in respect of any liability incurred by the Insured;

(2) any director, partner or Employee of the Insured in respect of any liability for which the Insured would have been entitled to in-
demnity under this Section if the claim had been made directly against the Insured;

any principal for whom the Insured is performing a contract but only to the extent required by the contract conditions;

any officer, member or Employee of the Insured’s social, sports, educational or welfare organisation or first aid, fire, security or
ambulance services in his or her respective capacity as such;

the Insured, in respect of any obligation on his or her part under the provisions of the Agricultural Wages Act 1948 (or any subse-
quent amending legislation) to pay sick-pay (as defined in such legislation) to any Employee, but only to the extent that the Insured
is unable to recover such payment from any other source. (This Extension of Cover is operative only if so’indicated in the Policy
Schedule).

Provided that
(a) any person thus indemnified shall comply with the conditions of this Policy so far as they apply
(b) the Association shall retain the sole control and conduct of any claim.

©)]
S

&)

DEFINITIONS

EMPLOYEE:— (1) any person under a contract of service or apprenticeship with the Insured

2
3
4
%)

any labour master or labour-only subcontractor or any person supplied by them
any person working for the Insured under a work experience scheme

any person hired or borrowed by the Insured

any self-employed person offering their services on a labour-only basis.

BODILY INJURY :—includes death, disease and illness.

EMPLOYMENT BY THE INSURED :—includes

(1) the provision and management of any social, sports, educational or welfare organisation for the benefit of the Insured's
Employees, or any first aid, fire, security or ambulance service

(2) private work (undertaken with the consent of the Insured) by an Employee on behalf of the Insured or any director,
partner, or other Employee of the Insured.

TERRITORIAL LIMITS:—Great Britain, Northern Ireland, the Channel Islands and the Isie of Man.

SPECIAL CONDITION

The indemnity provided by this Section shall be interpreted as being in accordance with the provisions of any law relating to the compulsory
insurance of liability to Employees in Great Britain, Northern Ireland, the Channel Islands and the Isle of Man, and on offshore installations
in territorial waters around Great Britain and its Continental Shelf.



SECTION

In the event of
F (1) accidental Bodily Injury to any person;
(2) accidental loss of, or damage to, property
Public occuring during the Period of Insurance in connection with the Business and within the Territorial Limits
Liability — THE ASSOCIATION WILL INDEMNIFY the Insured in respect of the Insured's Legal Liability (arising out of

such injury or damage) to pay damages and the claimants’ costs and expenses.

0]

0]

If the Association consents to the costs it will also pay

for the representation of the Insured by a solicitor at any Coroner's Inquest or Fatal Accident Inquiry or at proceedings in a Court
of Summary Jurisdiction in connection with any alleged breach of statutory duty resulting in an injury or damage which may be the
subject of a claim under this Section;

any other costs and expenses which are the responsibility of the Insured

Provided that in respect of the loss of, or damage to, property caused directly or indirectly by Fire the liability of the Association under
this Section (for all damages payable to any number of claimants in respect of any one occurrence, or of all occurrences of a series, consequent
upon, or attributable to, one source or original cause) shall not exceed £500,000.

EXCLUSIONS

This Section does not cover liability for

4]
0]

3
C))

(5)
6)

(M

Bodily Injury sustained by any Employee arising out of and in the course of his or her employment by the Insured:

loss of, or damage to, property belonging to, or in the charge or control of, the Insured; but this Exclusion shall NOT apply to the
property of Employees:

loss of, or damage to, that part of any property upon which the Insured is, or has been, working, if caused by such work:

injury, loss or damage arising from the use of land or buildings owned or rented by the Insured and not specified under the heading
of “The Premises” in the Policy Schedule:

injury, loss or damage resulting from the use or storage of explosives at the Premises for purposes other than farming:

injury, loss or damage resulting from the use, by or on behalf of the Insured, of any Mechanically-Propelled Vehicle or any Craft;
but this Exclusion shall NOT apply to injury, loss or damage caused by the diffusion of dust, liquid or gas for the Insured’s own
farming purposes and on the Insured’s own agricultural land, either by the Insured or by a contractor provided that neither is
otherwise insured :

any injury, loss or damage when the liability is assumed under the terms of an agreement and would not have attached but for
such an agreement.

EXTENSIONS OF COVER

The Association will also indemnify

8]

2
(3)

4

in the event of the death of the Insured, the Insured’s legal personal representatives in respect of any liability incurred by the Insured,
but only to the extent that such representatives comply with the conditions of this Policy so far as they apply;

any principal for whom the Insured is performing a contract but only to the extent required by the contract conditions;
notwithstanding Exclusion 2 of this Section, the Insured in respect of loss of, or damage to, the Premises (including fixtures and
fittings) if leased or rented to the Insured, excluding

(a) liability for loss or damage assumed by the Insured under the terms of an agreement, which would not have attached but for
such an agreement

(b) the first £100 of such loss or damage except when caused by Fire or Explosion;
the Insured, in respect of legal liability for injury or damage incurred under the terms of the Defective Premises Act 1972 or the

Defective Premises (Northern Ireland) Order 1975 concerning premises which have been disposed of by the Insured, provided that
such liability is not insured elsewhere, and excluding

(a) liability for any injury or damage which occurred prior to disposal of the premises
(b) the cost of remedying defects in the premises.

DEFINITIONS

BODILY INJURY :—includes death, disease and illness.

THE BUSINESS:—includes the provision and management of any social, sports, educational or welfare organisation, first aid, fire, security
or ambulance service.

TERRITORIAL LIMITS:—Great Britain, Ireland, Northern Ireland, the Channel Islands and the Isle of Man.
EMPLOYEE:— (1) any person under a contract of service or apprenticeship with the Insured

(2) any labour master or labour-only subcontractor or any person supplied by them
(3) any person working for the Insured under a work experience scheme

(4) any person hired or borrowed by the Insured

(5) any self-employed person offering their services on a labour-only basis.

THE INSURED:—includes

(1) any director, partner or Employee of the Insured in respect of any liability for which the Insured would have been
entitled to indemnity under this Section if the claim had been made directly against the Insured

(2) any officer, member or Employee of the Insured’s social, sports, educational or welfare organisation or first aid, fire,
security or ambulance services in his or her respective capacity as such

Provided that

(a) any person thus indemnified shall comply with the conditions of this Policy so far as they apply

(b) the Association shall retain the sole control and conduct of any claim.

MECHANICALLY-PROPELLED
VEHICLE:— includes any vehicle or other implement attached to it.

CRAFT :— any vessel or other object intended to float on or in, or travel on or through, water or air.
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SECTION
1f the Event described in the Schedule of Benefits shall happen to the Insured and the Insured shall thereby suffer
any of the Results also described . G
— THE ASSOCIATION WILL PAY to the Insured or to his or her legal personal representatives the Bené‘ﬁt,specjﬁed.
S Personal
o & | Accident

SCHEDULE OF BENEFITS
Results &

1. Death; total loss, by physical severance, of one or more limbs at or above the
wrist or ankle; total and permanent loss of use o‘f an entire limb; or total and
permanent loss of sight in one or both eyes, all within 12 months of the Event.

Event

g N
¥ Ve

The Sum Insured §ia~t‘e‘>d ff

Accidental bodily in-
jury (caused directly
by violent, external and
visible means) which
is the sole cause of any
of the Results 1 to 4

Provided that

. Permanent total disablement preventing participation in any business or occupa-

tion and occurring within 12 months of the Event.

. Temporary total disablement preventing participation in any business or occupa-

tion or, if the Insured has no business or occupation, necessitating confinement
indoors.

. Temporary partial disablement preventing participation in a substantial and

essential part of the usual business or occupation.

Medical and surgical expenses necessarily incurred in respect of Result 3 or 4.

(a) a Benefit shall not be payable for more than one of the Results 1 or 2 if caused by the same Event
(b) if a Benefit is payable for Result I or 2 it shall not be payable for any Result of a subsequent Event

(c) the total Benefit payable for Result 3 and/or 4 shall be deducted from a Benefit payable for Result | or 2 should it immediately
follow Result 3 or 4 and proceed from the same cause

(d) a Benefit payable for Result 3 and/or 4 shall not continue for more than 104 weeks from the date on which the Event occurs
(e) a Benefit for Result 2 shall not be payable until the end of the period for which a Benefit for Result 3 and/or 4 is payable

(f) a Benefit shall not be payable for Result 3 and/or 4 unless and until the Insured receives medical attention from and continues under
the care of a qualified medical practitioner.

EXCLUSIONS

Benefit is not payable in respect of
(1) any Result due to, prolonged or acceierated by pregnancy or childbirth:
(2) any Result caused by an Event which happens during service or duty by the Insured with any armed forces outside the United

Kingdom:

(3) any Event consequent upon
(a) intentional self-injury, suicide, attempted suicide, or a happening while the Insured is in a state of insanity
(b) the Insured taking part in aeronautics other than in a fully licensed passenger-carrying aircraft
(c) the Insured participating in, or practising for, any race in which driving or riding is involved
(d) the use of woodworking machinery by the Insured, other than for domestic or the Insured’s own farming purposes.

DEFINITION

THE INSURED :—any insured person specified in the Policy Schedule.

SPECIAL CONDITION

No assignee shall be entitled to any Benetit under this Section except that payable in respect of death.

SPECIAL ENDORSEMENTS

—

These Special Endorsements are operative in respect of each Item of this Section as indicated in the Policy Schedule.
G1. DELETION OF TEMPORARY PARTIAL DISABLEMENT BENEFIT. The Benefit for Result 4 in the Schedule of Benefits is inopera-

tive.

in the Policy Schedule e

At the rate of £1 per
cent of the Sum In-
sured stated in the
Policy Schedule for
each week of disable-
ment

At the rate of £0-40 per
cent of the Sum Insured
stated in the Policy
Schedule for each week
of disablement

At the rate of 15 per
cent of the Benefit paid
for Result 3 or 4

G2. EXCLUDED AILMENTS. Benefits are not payable for death or disablement directly or indirectly due to, nor disability prolonged by,
any condition, sickness or disease specified in the Policy Schedule against this Endorsement Number.

G3. EXCESS. Benefit is not payable for Result 3, 4 or S in respect of the commencing period of disablement specified in the Policy Schedule
against this Endorsement Number but the maximum period for which any such Benefit is payable shall then commence on the date on which

this excess expires.




SECTION

In the event of
H (@) injury to an Animal caused by accidental, violent, external and visible means while away from the Premises
(and on the Premises in the case of any horse attached to a vehicle or implement used for domestic or the

Fatal Injury/ ;n.sured s farming purposes oply). '
Sheep (b) injury to a sheep on the Premises as a result of worrying by dogs (not owned by, or under the control of, the
Insured) or foxes;

which, solely and directly, results in the death of the Animal (or the necessity for its slaughter on humane grounds)

within 30 days

— THE ASSOCIATION WILL PAY to the Insured the market value of the Animal at the time of death

Worrying

Provided that
(a) the liability of the Association during any period of insurance shall not exceed, in respect of any one Animal, the Maximum Value
shown in Section H of the Policy Schedule nor, in respect of all animals under Item 1 or Item 2, the relevant Sum Insured shown;

(b) in the event of any loss as a result of (b) above, the Insured shall take all practicable steps to discover the owner of any dog res-
ponsible and shall notify the Association of all information received.

EXCLUSIONS
This Section does not cover
(1) in respect of the animals insured under Item I of Section H of the Policy Schedule, an injury
(a) toany Animal while being conveyed in, loaded into or onto, or unloaded from, any vehicle or trailer
(b) to any horse sustained during hunting, racing, show-jumping or other competitive events
(c) sustained elsewhere than in Great Britain, Ireland, Northern Ireland, the Channel Islands or the Isle of Man:
(2) in respect of the animals insured under Items 1 and 2 of Section H of the Policy Schedule, any Animal otherwise insured.

EXTENSION OF COVER

This Section extends to cover, in respect of any Animal to which it applies, any veterinary surgeons’ fees (up to a maximum of £50 any one
occurrence or series of occurrences arising from a single cause) necessarily and reasonably incurred in connection with an injury which gives
rise to, or is likely to give rise to, a claim under this Section.

SECTION
In the event of the death of any Animal described in Section J of the Policy Schedule, as a result of the Contingency
indicated
Livestock — THE ASSOCIATION WILL PAY to the Insured the market value of the Animal at the time of death
(SPECIFIED Provided that the liability of the Association shall not exceed, in respect of any one Animal, the Sum Insured shown
ANIMALS) against that Animal in Section J of the Policy Schedule.

CONTINGENCIES
A. Any Accident or Disease;

Any Accident or Disease not caused by Calving or Foaling or sustained during the 30 days following;

C. Any Accident or Disease not caused by Calving or Foaling or sustained during the 30 days following, nor caused by any form of racing,
hunting, polo or use in a riding school.

w

EXCLUSIONS
This Section does not cover death

(1) caused by Fire or Lightning:
(2) occuring during transit by sea or air:

(3) due to slaughter without the written consent of the Association except in cases of fractured bones where immediate slaughter is
necessary on humane grounds:

(4) due to destruction in compliance with any Statute, or any Order of the Privy Council, a Government Department or Local Authority:
(5) while any Animal is on hire:

(6) due to an accident or disease occurring or contracted before the Period of Insurance, or elsewhere than in Great Britain, Ireland,
Northern Ireland, the Channel Islands or the Isle of Man:

(7) due to a surgical operation or inoculation performed without the written consent of the Association.

SPECIAL ENDORSEMENTS
These Special Endorsements are operative in respect of each Item of this Section as indicated in the Policy Schedule.
J1. DEATH BY FIRE OR LIGHTNING. Exclusion (1) is inoperative.

J2. LIMITED VALUE. The liability of the Association shall be limited to two-thirds of the market value of the Animal at the time of death
or the Sum Insured, whichever is the less.

J3. BARREN MARE REFUND. If any mare described in Section J of the Policy Schedule should prove barren, and provided that notice
to this effect is sent to the Association, together with a certificate of confirmation from a veterinary surgeon (to be obtained at the Insured’s
expense), within 30 days of the anticipated foaling date, the Association will refund to the Insured 33{rd per cent of the premium paid in
respect of that mare for the current period of insurance.

This Special Endorsement shall apply in respect of any premature second foaling occurring during the Period of Insurance.
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SECTION
In the event of L
(@) the death of any Animal (of the class described in Section K of the Policy Schedule) caused dirg ﬂy, ‘durin K
the Period of Insurance, by an outbreak of foot-and-mouth disease at the Premises which is ‘confirned 4
such by the appropriate Authority Tt T+« Foot-and-
(b) the slaughter of any Animal by order of such an Authority following an outbreak of foot-and-mouth disease” - | Meuth Disease
) i ) (CONSEQUENTIAL
— THE ASSOCIATION WILL PAY to the Insured that proportion of the Value of the Animal which the Surm ) OSS)
snsured bears to the Insured’s Estimate of the Total Value for that Class of Animal in the Policy Schedule RS

Provided that the liability of the Association during any period of insurance shall not exceed, in respect of each Item, the Suml prired
shown in the Policy Schedule, nor that proportion of the Sum Insured for each Item which the number of animals which die or are stag Ateppd -,
by order of the appropriate Authority bears to the total number of animals insured for that Class. T , .

-

~
3,

o
s

-

~Lig

[
o
DEFINITION

VALUE:— (a) inrespect of an Animal which dies of foot-and-mouth disease, its market value immediately before contracting the disease

(b) in respect of an Animal which is slaughtered by order, the amount of statutory compensation paid to the Insured by the
appropriate Authority.

SECTION
In the event of the loss of, or damage to, the property insured (or any part of it) described in Section L of the Policy
Schedule, by any accident or misfortune not excluded under this Section, and while within the Territorial Limits

— THE ASSOCIATION WILL PAY to the Insured the value of the property at the time of its loss, or the amount
of such damage or, at its option, reinstate or replace such property or any part of it ‘All Risks’

Provided that the liability of the Association during any period of insurance shall not exceed, in respect of each
Item, the Sum Insured shown in the Policy Schedule.

EXCLUSIONS

This Section does not cover

(1) loss or damage due to
(a) arthropods, molluscs, vermin, or any process of cleaning, repairing, dyeing, altering or restoring

(b) confiscation, detention, nationalisation, requisition or wilful destruction by order of any Government, public, municipal, local
or customs authority :

(2) wear and tear or gradual deterioration:
(3) electrical or mechanical breakdown.

DEFINITION
TERRITORIAL LIMITS:—Great Britain, Ireland, Northern Ireland, the Channel Islands and the Isle of Man.

SPECIAL ENDORSEMENT
This Special Endorsement is operative in respect of each Item of this Section as indicated in the Policy Schedule.

L1. DETERIORATION OF THE CONTENTS OF REFRIGERATING MACHINES. Exclusions (2) and (3) are deleted and the Association
will only indemnify the Insured against the loss of, or damage to, the contents of any Refrigerating Machine described in the Policy Schedule
by deterioration due to a rise or fall in temperature by any cause not excluded under this Section, and not arising from the deliberate act of
any public power supply authority or the withholding or restricting of supply by such authority.



SECTION

In the event of
M (1) loss of, or damage to, Agricultural Produce, Stores or Implements (excluding mechanically-propelled vehicles);
Goods i (2) fatal injury to Livestock (Operative only if so indicated in the Policy Schedule)
s in

which are the property of the Insured,
(a) while being loaded onto or unloaded from the Means of Transport
or
(b) during a journey away from the Premises by the Means of Transport
while within the Territorial Limits

— THE ASSOCIATION WILL PAY to the Insured

(a) in respect of Agricultural Produce, Stores or Implements, the value of the property at the time of the loss or damage, or the amount
of such damage, or at its option, reinstate or replace the property (or any part of it)

(b) in respect of Livestock, the market value of any Animai at the time of its death
Provided that

(a) the liability of the Association during any period of insurance shall not exceed the Sum Insured stated in the Policy Schedule nor, in
respect of any one Load, the Maximum Value shown in the Policy Schedule

(b) any injury to an Animal shall solely and directly result in the death of the Animal, or the necessity for its slaughter on humane
grounds, within 30 days.

Transit

EXCLUSIONS
This Section does not cover
(1) loss or damage due to
(a) arthropods, molluscs, vermin or defective packing

(b) confiscation, detention, nationalisation, requisition or wilful destruction by order of any Government, public, municipal, local
or customs authority

(c) theft or any attempt thereat from an unattended vehicle
(d) weather or atmospheric conditions in respect of property conveyed in open vehicles or trailers:

(2) wear and tear, scratching, bruising, inherent vice, electrical or mechanical breakdown, depreciation, deterioration, delay or loss of
market (unless such loss of market is accidentally caused):

(3) the transit of property or livestock for hire or reward:
(4) the first £25 of each loss, after the application of any condition of Average.

DEFINITIONS
TERRITORIAL LIMITS:—Great Britain, Ireland, Northern Ireland, the Channel Islands and the Isle of Man.
MEANS OF TRANSPORT:—As specified in Section M of the Policy Schedule.
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GENERAL EXCLUSIONS T
This Policy does not cover N

(1) (a) loss or destruction of, or damage to, any property whatsoever or any loss or expense whatsoever resulting or arising.therefrom,
or any consequential loss; N

(b) any bodily injury; o L )
(c) any legal liability of whatsoever nature ‘& . A
directly or indirectly caused by, or contributed to by, or arising from . v

(i) ionising radiations or contamination by radioactivity from any nuclear fuel or from any nuclear waste from the combustion h

of nuclear fuel

(i1) the radioactive, toxic, explosive or other hazardous properties of any explosive nuclear assembly or nuclear componént
thereof

(iii) pressure waves caused by aircraft and other aerial devices travelling at sonic or supersonic speeds

(iv) war, invasion, act of foreign enemy, hostilities (whether war be declared or not), civil war, rebellion, insurrection, revolution
or military or usurped power

(v) riot, civil commotion, strikers, locked-out workers, persons taking part in labour disturbances or malicious persons in the
Republic of Ireland or Northern Ireland.

(2) in respect of Sections A, B, D, H, J, L and M, consequential loss of any kind.

AVERAGE (Under-Insurance)
Paragraph (a) applies to each Item on buildings under Section A and each Item under Sections H, L and M:—

(a) if, at the commencement of any loss, destruction or damage the Sum Insured declared by the Insured in respect of any Item is less
than the actual total value of the property covered by that Item, the Insured shall be considered as being his own insurer for the
difference and shall bear a rateable share of the loss accordingly:

paragraph (b) applies to each Item, other than those on buildings, under Section A and each Item under Section B:—

(b) if at the commencement of any loss, destruction or damage, the Sum Insured declared by the Insured in respect of any ltem is less
than 75 per cent of the actual total value of the property covered by that Item, the Insured shall be considered as being his own
insurer for the difference and shall bear a rateable share of the loss accordingly.

GENERAL CONDITIONS
1. This Policy and the Policy Schedule shall be read together as one contract and any word or expression in the contract shall bear its
usual meaning wherever it may appear, except where it is more specifically defined.
2. This Policy shall be voidable in the event of misrepresentation, misdescription or non-disclosure in any material particular.

3. Notwithstanding anything in any Section (other than Sections E, F and G) of this Policy or in any extension thereof, it is hereby de-
clared and agreed that, as an exclusion overriding all other terms (including the nature and terms of perils insured against), this Policy
does not cover the loss or destruction of,.or damage to, any property in Northern Ireland, or loss resulting therefrom, caused by, or
happening through, or in consequence of :—

(i) civil commotion

(ii) any unlawful, wanton or malicious act committed maliciously by a person or persons acting on behalf of, or in connection with, any
unlawful association.

Note: “Unlawful association” means any organisation which is engaged in terrorism and includes an organisation which at any relevant
time is a proscribed organisation within the meaning of the Northern Ireland (Emergency Provisions) Act 1973.

“Terrorism” means the use of violence for political ends and includes any use of violence for the purpose of putting the public,
or any section of the public, in fear.

In any action, suit or other proceedings where the Association alleges that, by reason of the provisions of this condition, any loss, des-
truction or damage is not covered by this Policy, the burden of proving that such loss, destruction or damage is covered shall be upon
the Insured.

This overriding exclusion applies to this Policy and to any extensions thereof, whether such extensions be issued before or after this
overriding exclusion except only if an extension be issued hereafter which expressly cancels this overriding exclusion.
4. The Insured must

(i) take all reasonable precautions to minimise the risk of loss, destruction, damage, injury or disease, as if this Policy were not in
force, and exercise reasonable care in the selection and supervision of employees

(i) comply with all requirements and regulations of any Act or Order relating to or bearing on infectious or contagious diseases of
animals when in force.
5. This Policy shall cease to be in force if, after the commencement of the insurance,
(1) the risk of loss, destruction, damage, injury or disease is increased
(i) the Insured’s interest in it ceases, otherwise than by a will or the operation of the law
unless the alteration is notified to, and allowed by, the Association.
6. If the premium for any Section of this Policy has been calculated on estimates provided by the Insured, the Insured must keep an accurate
record containing all relevant particulars and must allow the Association to inspect the record at any time. Within one month of the

expiry of each period of insurance the Insured must supply the Association with any information that it may require. The premium for
that period shall then be adjusted and any difference paid by, or refunded to, the Insured (subject to any minimum premium payable).

7. The Association may cancel this Policy by sending 30 days’ notice by registered letter to the last known address of the Insured, who will
be entitled to a proportionate refund of premium.
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SESSION 4.1
WHAT CAN BE ] Al MED?
hjective: To enable trainees to identify what they are and are not
entitled to claimfor froman insurance conpany in the
event of |oss.
Tine 2 to 22 hours.
Material Mcro Case Studies "d ains".
Session Giide:

(I'f possible, stages one and two should be conpleted in advance of the

session in order to allowtime for allocating the roles as fairly as

possi bl e.)

Distribute the case studies and allow trainees up to 20 mnutes to
read them and quickly to note their choices in the space pro-
vi ded. Stress that all that is needed at this stage is a rapid
first opinion, which nmay or may not be correct. Do not permt any

di scussion at this stage.

Col l ect the papers. Go through them quickly and all ocate one or
nore trainees to argue the case for and against in each of the
ei ght situations. The ideal circunstances would be a group of 16
trai nees, one of whom was for and another against the claimin
each case; this is unlikely to be what actually happens. It may
be necessary for sone trainees to argue agai nst their own views,
or to present nore than one argunment. It may al so be necessary to
have teans of varying nunbers, depending on the total size of the

group and their opinions.

Redi stri bute the papers, marking on each one the case and side
whi ch each teamor trainee is to represent. Tell trainees that
they are to present the case indicated on their paper for two nmin

utes and no nore. Allow themup to 15 minutes to prepare their

presentation.



Call on the first claimant to present his or her case, to be fol-
| oned by the opposite argunment. Ensure that trainees are held to
the two minute limt; stress that this is an opportunity for con-

ci se speaking as well as |earning about insurance.

After both sides have presented their opinions, take a vote. Re-
cord the results on the chal kboard/ OHP, and then descri be the
actual insurance practice which would be observed in each case, as

bel ow.

Try to avoid spending too nmuch tinme on each case; at the sane
time, avoid presenting the "answer" as purely a matter of |aw or
regulation. Elicit suggestions fromtrainees as to why the norna
practice is as it is; what nmight be the consequences of a dif-

ferent ruling?

a. The double claimis wong.

The purpose of insurance is to [ndemify [(conpensate) the in-
sured against loss, that is to restore himas nearly as pos-
sible to the position he would have been in had the | oss not
occurred. The injured enpl oyee must therefore not profit by
his injury, and will only receive his expenses once. Hi s per-
sonal injury insurance conpany w ll probably pay the claim

and in turn claimthe nmoney fromthe society's insurers.

If it is possible to claimfroma nunber of different in-
surance conpani es, there would be a risk of fraud because
peopl e could insure their property many tines over and then

cause it to be lost or destroyed. This is avoided if they are

prevented fromprofiting fromits |oss.

Trai nees may point out here or in case g. that life insurance
is without Iinmt, and policies can be taken out with a nunber
of different conpanies at the sane tinme. Point out that in-
surance conpanies will insist on a nedical check before in-
suring sonebody's life, and that death by suicide normally

disqualifies the heirs from clainng

b. The claimis wang.
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It is not possible to under-insure in total and then claimthe
full value of one itemthat is lost, even if this is only a
smal |l proportion of the total. The society's property is only
i nsured for one half of its real value, and only one half of
the claim or $500, will therefore be paid. This is what is

known as the principle of "average".

The claimis correct .

The insurance conpany nust "indemmify" the society against its
| oss. If they can replace the wheat, or show that the society
can replace the wheat, they need only pay whatever is neces-
sary to do this, but the npst economnical and sensible solution
wi |l probably be for the conpany to pay at the rate of $150
per ton. The society nmust not profit fromthe [oss, but it

must not | ose either.

The claimis wong.

The insurance conpany is not liable to pay for all the [ osses
that may occur as a result of the first loss, but only for

what is actually |ost.

Ask trainees to suggest what might happen if the principle of
non-liability for "consequential |oss" was not observed; what
clainms mght arise fromthe | oss of a 50 cent key or a $50

packet of seeds.

The claimis correct.

Prof essi onal charges incurred in assessing the amunt of | oss,
and in restoring what was lost, are included as well as the
actual cost of restoration. The fee was not strictly | ost,
but it only has to be paid because of the |oss, and since the
i nsured society nmust be restored to what woul d have been the

position had the | oss not occurred, the fees are covered.

The claimis wong.

The i nsurance conpany can choose to restore the | oss in what-
ever way it chooses, so long as the result is as nearly as

possi bl e a genui ne replacenent for what was |ost. The society



can sell the vehicle they receive fromthe conpany, and buy a
new one, as they would have been able to do had the old one
not been destroyed. The insurance nust restore themto the
position they enjoyed before; but they cannot insist on

havi ng cash instead of another vehicle of equal value

The claimis wang.

Over-insurance cannot always be prevented, since an insurance
conpany cannot physically inspect everything that is insured.

They can, however, investigate, if not inspect, items on which
clainms are nmade, and nust as al ways adhere to the principle of
restoring the insured society to its prior position, rather
than allowing it to make a profit by the | oss of whatever was

i nsured.

The claimis correct .

Al t hough the damage was caused by water, the water damage was
itself caused by the fire. Even if the water damage greatly
exceeds the fire damage (which often happens) it is assuned
that the alternative would have been a still greater total of
fire damage and cl ai ns agai nst water damage are settled. Sim
ilarly, if a society is insured against theft and not against
fire, and thieves set fire to their prem ses, the claimwl|
be settled, because it is caused by the burglars who consti -

tuted a risk that is covered

If time allows, ask trainees to nention similar cases fromtheir
own experience. Stress that the principles involved in each of
the cases are basically commpn sense, and necessary if the whole

system of insurance is to operate.
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The follow ng cases describe clains which were made by co-operative so-

cieties under insurance policies which did in fact cover the types of

risks in question. Exami ne each case, and decide quickly whether the

claimis right or not. Mark your choice in the place provided.

a.

An enpl oyee of Society A who was hinself insured against injury,

however it mght occur, was injured while working for the society.

The society was al so insured against clains by its enpl oyees
arising frominjuries while they were working for the society. The
enpl oyee has to face substantial nedical charges, and he clainms
these from his own insurance conpany and from his enpl oyer, since
he knows that his enployer can in turn claimthemfromits own in-

surance conpany.

Ri ght/ W ong

Co- operative Society B is insured under an inclusive policy. The
total value covered is $50,000, but the proposal was originally
made five years ago and inflation now nmeans that the society's in
surabl e possessions are now worth $100, 000. $1,000 in cash is
stolen fromthe society, and the policy states that suns of cash
which are stolen can be clainmed up to a nmaxi mum of $1,500. The so-
ciety clains for $1,000, since the policy specifically nentions

that sunms of noney well above this anobunt can be cl ai ned.

Ri ght/ W ong

100 tons of wheat in Society's C store was burned in Decenber,
three nonths after harvest. The crop had been bought from nmenbers
for $100 a ton. The society had planned to sell the wheat in the
following March, when it woul d have been worth about $150 a ton
The society claimed $15, 000, because this is what they woul d have
recei ved, but the insurance conmpany argued that they should only
pay the cost of the wheat to the society, that is $10, 000

Ri ght / W ong.



Co- operate Society D bought a pedigree bull for $1,000, with the
intention of starting an upgradi ng service for nenbers' cattle

They al so spent $500 on a special pen. The animal was stolen and
it proved inpossible to find a suitable replacenent. Mermbers were
so di sappoi nted that 20 who had joi ned because of the new service
left, and a further 20 who had been expected to join did not do
S0. The extra retained surplus that m ght have been expected from
the 40 nenbers was $20 each per year. The society therefore
claimed a total of $2,300 for the bull, the pen which was now use-

| ess and the | oss of potential business.

Ri ght/ W ong.

Society E's offices were burnt down, and the nmanager called in a
val uer to calcul ate the value of what was |ost. The valuer's fee
was $100.  The manager proceeded to have the office rebuilt; the
architects' and surveyors' fees were a further $200, in addition to
the cost of the buil ding. The manager clainmed for the total of
$300 for professional fees because, as he said, he would not have

had to spend the noney had the fire not occurred.

Ri ght/ W ong.

Society F had a fairly old Land Rover, in quite a good condition
whi ch was totally destroyed in an accident. The vehicle was in-
sured, and the insurance conpany happened to have an exactly sim
lar vehicle inits own fleet which was surplus to its require-
nments. They offered this in settlenent of the claim but the so-
ciety refused. They clainmed the resale value of the vehicle in
cash, because they wanted to buy a newer nodel rather than to con-
tinue with the old one, and would be able to pay the additiona

cost fromtheir own resources.

Ri ght/ W ong.

The manager of the Co-operative Society G was very proud of the new
grain mll which had been donated by a foreign agency largely as a
result of his efforts. He was convinced that it was worth at |east

$2,000, and insured it for that ampbunt. The m |l was destroyed in

afire three years later. The insurance conpany offered $1, 050 as
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new machi nes of this type actually cost $1,500 and were estinated

to last ten years at nost. $1, 050 was a reasonabl e depreci ated
val ue. The manager was furious; he said that if the society was
still paying a prem um based on his valuation of $2,000, the com

pany shoul d pay that anount.

Ri ght/ W ong

A fire broke out in Society Hs farm supply store. By good for-
tune, a powerful irrigation punp was in the society's yard at the

time, and the mechanic succeeded in getting it working and a power

ful  stream of water was directed onto the fire. The fire was
qui ckly put out, and caused little damage. The water, however,
ruined | arge quantities of fertilizer and seed. The society

clained for their replacenent under its fire policy, but the in-
surance conpany refused to pay, saying that the policy only covered

fire damage itself.

Ri ght / W ong.
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SESSION 4.2
MAKI NG Cl Al NS
hjective: To enable trainees to make clains and obtain settlement
fromtheir insurance as quickly and equitably as pos-
si bl e.
Time: 112 to 2 hours
Material G ainms Conditions.
Goods in Transit CaimForm
(These docunents should, if possible, be replaced with
simlar docunments froma |ocal insurance conpany, and
the Session Quide nodified accordingly.)
Session Quide:

Ask trainees to i mgi ne that they have just incurred a | oss,
caused by fire, against which they have been insured. Ask themto
i magi ne that they are dishonest, and allow themup to ten mnutes
to wite down as nany ideas as they can whereby they woul d attenpt
to defraud their insurance conpany, once the accident had oc-

curred, in order to claimnore than they shoul d.

Ask trainees to read out their suggestions and elicit ideas such
as the foll owi ng:

- Destroy surplus stocks or other unwanted itens by burning them

in the sane place

- Arrange for repairs to be carried out which include inprove-
ments not necessitated by the fire. Once these are done, no-

body could tell what nade them necessary so the cost can be
cl ai med.

- Delay the claimas long as possible in order to include repairs
and other | osses which may be incurred |later which m ght not

have been covered



Ask trainees to i magi ne thensel ves to be the insurance conpany
whi ch wanted to satisfy their custoner's clains but also wanted to

avoi d being cheated through fraud or excessive clains.

What woul d they demand fromtheir custoners in order to prevent

the types of frauds which trainees have suggested above?

Elicit the follow ng suggestions:

- Pronpt notification of any |oss.
- Conplete informati on about what was | ost.
- Freedomto investigate and assess what had been | ost.

- Freedomto settle the claimas was npost convenient for the

i nsurance conpany.

-  Sone guarantee that the custoner is not able to add to the

danage and thus increase the claim

Di stribute copies of the claimconditions (or, preferably, a

simlar local docunent).

Allow trainees up to ten mnutes to read them di scuss the
contents, with reference to the points raised by trainees in point

1) above.

- ltem1. The custoner nust give advance notice of |ikely damage
as well as notification "as soon as reasonably possible" of any

damage that has occurred. This avoids del ays.

- ltem?2. The insurance conpany retains the right to inspect
what has been | ost, and to prevent any further |oss, whatever

el se the custoner may wish to do

- ltem4. The custoner may not start any repairs w thout the

i nsurance conpany's permission so that they may first carry out

a conpl ete inspection.

Di scuss any other itens in the conditions; refer to the exanple

of Society A in the previous session for explanation of Item 8,

over-i nsurance, for instance.
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VWhat ever claimformis to be used in this session should be dis-
cussed with a representative of a |local insurance conpany, or a
|l awyer, in order that the instructor nmay be briefed on any points

about which the trainees may need further information.

4) Refer to the case of Society F in the previous session, ask
trai nees to suggest alternative ways in which the insurance com

pany nmight find it economical to settle clains. Stress that a

cash settlement is only one way.

Elicit the following three alternatives, if necessary by asking
trainees to how a damaged building, or injured animal, or simlar

exanmpl es m ght be restored:

- Cash to pay for whatever nust be done to restore the custoner

to his previous position before the | oss.

- Repairs undertaken on the instructions and at the expense of

the i nsurance conpany.

- Replacenent as in the case of Society F, with an equival ent

item

Renmi nd trainees that nost conmpanies will try to do what their
custoners want, but that they have the right to choose to repay as
t hey wish. Ask trainees why it is in the long-termin the cust-
oner's interest to assist the insurance conpanies to mnimse the

cost of clains.

- Premiunms ultimately depend on the cost of clains; excessively

costly clains increase prem uns.

A mutual or co-operative insurance conmpany returns its surplus
to its custoners. Lower clains are thus in everybody's in-

terests.

- Many insurance conpanies, particularly in vehicle insurance,
try to avoid making their safer customers pay the cost of those

who are nore accident prone

5) Ask trainees why an insurance conpany should want to differentiate

between its customers, and avoid allow ng accident prone custoners



to benefit fromthe greater care, and |l ower clains, of others. Is

not insurance neant to involve the equitable sharing of risks?

Lower risk custoners will easily calculate that their insurance

is too expensive in relation to their clains. They will go to
anot her company, or even stop being insured at all if they are
| arge and substantial enough to cover the likely risks. Many

governnent departments and | arge conmpanies in fact do this.

H gh risk conmpanies will not be notivated to inprove their pre-

cautions, because they will appear to be making a "profit" out
of the insurance.

Eventual ly the conpany may find itself only with the. high risk
custoners, the safer ones having left. Claimcosts will in-
crease dramatically, and the high prem uns nmay cause further
custoners to |l eave, so that the conpany will eventually have no

custonmers at all.

Ask trainees how an insurance company can encourage its custoners
to take better care of their property, and at the sane tine avoid
maki ng those who are nore careful having to bear the cost of pay-

ing clains to those who are not.

Al | ow "no-cl ai m bonuses"” to custonmers who make no clai ns over a

period, increasing for each subsequent period without a claim

- Increase premunms for custoners who persistently claimnore

than the average

- Refuse insurance at any price to custoners with chronically bad
records. Rem nd trainees that nost insurance proposal forns
ask the proposer whether or not he has been refused insurance

by anot her conpany in the past.

Refer trainees to the insurance offered for goods in transit under

Section M of the sumrary of cover which was exam ned in Session
3.1.

Ask trainees to exam ne the Section Mof that sunmmary, and the
correspondi ng Section Min the proposal and the policy. Stress

that the schedule of itens proposed in the insurance proposal is



Session 4. 2
Sheet 3

in fact incorporated into the policy itself, as an attached docu-

nent, and is referred to in the policy as the "policy schedul e".

Distribute the goods in transit claimform this is a typica
simple claimformas used by nost insurance conpanies. Go through

it with trainees and for each section ask:

Can trainees understand haow they will fill it in?

Can trainees understand why the information is required by the

i nsurance conpany?

In particular, ask trainees why the following information is re-

qui red

Lltem1. Actual tinme of accident.

- To be sure that the accident has been reported as quickly as
possi bl e and to cross-check with the police and any witnesses
in case of doubt.

ltem2(a) = Total value of |oad.

- To be sure that the total insurance is sufficient, so that an
"average" can be applied if the total cover is inadequate, as
in the case of Society B of Session 4.1.

ltem3. "Salvage"

- Any noney that is received by selling whatever renai ned after
the acci dent which nust be set against the claim

ltem 3.  "Excess".

- The anopunt by which the insured may have agreed to reduce any
claimin order to avoid the expense of small clains and to re-

duce the total anounts which are clained.

ltemd4 and 5. Police information.

- To be sure that necessary legal fornalities have been conpl et ed
and to cross-check in case of doubt and to obtain infornmation
about any other individuals or organi sati ons which may have
been responsi bl e. It may be possible that they were insured

and that the insurance conpany agai nst whomthe clai mhas been



made can in turn claimfromthe insurance conpani es of whoever

el se may have been invol ved

ltem 7. Conplete details of the vehicle's journey.

To cross-check in case of doubt, and to be sure that the danmage

was in no way exaggerated by actions after the accident.

Itens 8 and 9. Details of ownership and goods.

T o be sure that the goods which were | ost or damaged were act-
ually the property of the insured, and that they were not
covered by any other insurance such as that of the transport

contractor, supplier or custoner.

Lltem10. Records of the driver.

To be sure that the driver was not in any way disqualified and
wi t hout cover by insurance, because of his past record.

If time allows, ask trainees to conplete the proposal and a claim
under Section M of the insurance or any other appropriate part of

what ever docunent is being used. Rem nd trainees:

The claimformis a | egal docunent and deliberate untruths can

be puni shed at | aw.

I nsurance ultimately depends on good faith, since all itens of

the clai mcannot be verified. The whol e system of insurance

cannot work if people are dishonest.
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CLAIMS CONDITIONS

. The Insured shall give immediate written notice (and in the case of Riot damage at least 7 days’ notice) to the Association of any circum-

stances giving rise to, or likely to give rise to, a claim under this Policy and shall afterwards and as soon as reasonably possible, both
perform and allow to be performed such acts and supply such information, as may be reasonably requested by the Association.
In the case of malicious damage, or loss or damage as a resuit of Theft, the Insured shall also give immediate notice to the Police.

In the event of loss, destruction or damage as a result of which a claim is, or may be, made

(i) the Association may enter, or take or keep possession of, the building or premises where the loss, destruction or damage has
occurred and may require to be delivered to them, or take or keep possession of, any of the property insured, which they may deal
with in any reasonable manner

(ii) the Insured shall perform and allow to be performed any act which may be reasonably practicable in order to minimise or check
any interruption or disruption of the business, or to avoid or diminish the loss

(iii) the Insured shall not, in any case, be entitled to abandon any property to the Association.

The Association may, in the event of any occurrence resulting in a claim under Section F, pay to the Insured the full amount payable
(after the deduction of any sum already paid as damages) or any smaller amount for which the claim can be settled and shall then be
under no further liability in respect of that occurrence, except for the payment of costs and expenses for which it is responsibie and
incurred before the date of the settlement.

The Insured shall not incur any expense_in‘ making good any loss or damage, nor negotiate, pay, settle, admit or repudiate any claim
without the written consent of the Association.

Any Warranty to which the property insured is, or may be, subject shall remain in force from the time it is applied until the insurance
under the relevant Section ceases to be current and failure to comply with such a Warranty, whether it increases the risk or not, shall
invalidate any claim in respect of such property. But whenever the insurance under the Section is renewed a claim in respect of destruction
or damage occurring during the renewal period shall NOT be invalidated because of non-compliance with a Warranty at any time before
the start of such a period.

In respect of Sections A, B and M, after any loss the Sum Insured is reduced by the amount of the loss for the remainder of the period
of insurance, unless the appropriate additional premium is paid to restore the Sum Insured in full.
In respect of any claim under Section G or Special Endorsement D1

(i) all certificates and information required by the Association shall be provided at the expense of the Insured or the Insured’s legal
personal representatives, and in the form prescribed by the Association

(ii) the Insured shall, as often as required, submit to medical examination on behalf of the Association and at its own expense
(iii) the Association shall, in the case of the death of the Insured, be entitled to arrange a post-mortem examination at its own expense.
If, at the time of any claim arising under this Policy (other than under Section G or Special Endorsement D1), there is in existence any

insurance indemnifying the Insured in respect of the propetty or liability which is the subject of the claim, the Association shall not be
liable to pay more than a rateable proportion of the claim cost (subject to any appropriate limit of liability).

The Association shall be entitled, in the Insured’s name, to undertake the absolute conduct, control and settlement of any proceedings
and to take proceedings at its own expense and for its own benefit in order to recover compensation, or secure indemnity, from any
other party in respect of any loss, damage or liability covered by this Policy.

Except in respect of Section G or Special Endorsement D1, if any difference shall arise as to the amount to be paid under any Section
of this Policy (liability being otherwise admitted), such difference shall be referred to an arbitrator to be appointed by the parties in
accordance with the relevant statutory provisions. Where any difference is, by this condition, to be referred to arbitration, the making
of an award shail be a condition precedent to any right of action against the Association.

(Courtesy of National Employers' Mutual Insurance Associationm,
Swindon, England)
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General Insurance Association Limited / M E,ﬂ

Head Office: N.E.M. House, Station Road, Swindon, SN1 1DF

GOODS-IN-TRANSIT CLAIM FORM

IMPORTANT

The Association’s policies require that:—
(a)  The Insured shall give to the Association immediate notice in writing of any event likely to give rise to a claim.

(b)  Details of the claim must be delivered to the Association within seven days after the happening of the event.

(c) In the event of any loss by theft or pilferage, or short delivery due to these causes, the Insured shall give notice to the Police.

This may be given at the nearest Police Station to the place at which the loss is discovered.

INAINIE OF INSUTEM ..o oiii ettt ettt et e ee e e st e e e e st e e e b e e s e 2 essse e s st eeemsnee sasbeaensceeenneaenne s s
{ Please state whether Mr. Mrs. or Miss)
Address (INCIUITIE POSTAL COUR Y. uiiiiiiii ittt ettt e et et oot e e s e e b e e et e ee e s et s et e e et c e s aee s ombnesenneeeainas
......................................................................................................................................... Telephone NO. oo
POlICY NO. e Are you registered for VAT? YES/NO
1. DATE AND PLACE OF HAPPENING GIVING RISE TO LOSS OR DAMAGE

...................................... day of .o 1900 Timeeece 2y /pam.

2.

THE MERCHANDISE AND GOODS. DESCRIBE FULLY:—

Details of Load
BT g1 o1 S o} o FO OO OO U SO OO SRR O PR EUTRTOI
Number of PACKAEES OF AITICIES......iiiiitiiii ittt e ettt ae e e sn e
TOtAl WRIBIE ..ottt ettt et he e e et be b ree et s rae cre e e e e e sttt e e e b s e

Total value Of WHOLe LOAU.........oooo oo et ee e e et e e e e ettt e s e nn s e en e enan

Details of Merchandise and Goods Lost or Damaged
DS CIIPIION . .o e e ettt e it e e et e et e et e e e s

TNUMDbEr Of PACKAEES OF ATTICIES..oovtiiiiitiiit ettt ettt et etk eoae st e eneestesbeeeeen et cese s seateneeseeenis

TOtal WeIBRt ..o ettt ettt st b et s e ehe et e n e ean e et an

3. AMOUNT OF CLAIM
Value of merchandise and goods lost or damaged ... ... .. ... .. .. .. .. . .. %

Salvage (if any) e e e e e e e K

Gross amount of Claim . £

Less Excess under Policy (if any) e e e s e e £

Net amount of Claim . &

Where available the following should be attached to this form:—
Invoice or Account in respect of the loss or damage
True copy of receipt given for the merchandise and goods after loading
Signed Delivery Note obtained when delivering the merchandise and goods
Any other documents or correspondence received.



IF LOSS IS DUE TO THEFT, PILFERAGE OR SHORT DELIVERY STATE: -
Address of Police Station to which it Was r€pOTted..........oooiiiiiiiii et ettt e st e rn s st e s snrseons

Date and time 0f Making SUCK [@POTt. ..o ettt e e e st s sae et e s st e ssseseeessaesenssessssesnnnennes

IF THE LOSS OR DAMAGE WAS CAUSED BY AN ACCIDENT TO THE VEHICLE STATE:—

Name and Address of owners of
any other vehicle INVOIVEU. ... e ettt eee e et caeeaa e saeeebe s st e s aae s st eeseses e e eeeeseereeeees

Name and Addresses
Of Y WIS ES . 1.ttt iitee ettt ettt e e et e e e e ta b e e e st e e ase e e e amtees st esbaas sreeettaeeanreeseteeeeaenneeseeeaseserenene e neeneeeneee s ernseeneses et enareenes

Give full details of the journey from the time of loading until the happening of the loss or damage and describe the event

ZIVINE TiSe 10 the 10SS OF BAMAGE.......ceiiiiiiiii ettt et et r e et e e e e e e et bt et e na e seesma s e n s st anse s

....................................................................................................................................................................................................

Where can the g00ds be INSPECted”........oiiiiiiiiiiiiieiii ettt sttt st s se e s b e s e seee e s st e e e besnneee e n s er et
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8 Are you the Owner or Carrier Of the GOOAS?......o.voviiiuiiieceieeee et et e et en e eeene et eas e et eaeeen
9 Was this load carried—
(i) by you as Principal Contractor?...........cccoco........
(ii) by you as Sub-Contractor?......c.cccocoeveerrrrerenrenene.. If so, were you charged premium for insurance of this load?..........
(iii) by any Sub-Contractor employed by you?.........c.coeveeevenennene If so, state name and address of Sub-Contractor
Did you charge the Sub-Contractor premium for insurance of this 10ad?...........c.o.o.oooiiiiiiiiiii e
10.  Give Registered Letters and Number of vehicle on which the goods were being carried. ............oooovoveeereeerereeeeeereeeeseeees e
Do you own the vehicle?..........cccouvevevvennene... If not, state name and address Of OWNETS.......ccovivieeeiieeeiiieeeeeeeeeeeee e
State name(s), address(es) and length of service of men employed 0n VEhicle.............o.ocovivevieoeieeeeeeeee e e
Has the driver, to your knowledge, been involved in any other aCCidents?..........ooovoeeeeeeeeieeeeeeeeeeeeeeses e
I 80, IVE DIEET AEUAILS....oouieretieeeeeceee e e ee e e

1/We declare the foregoing particulars to be true in every respect.
Dated this day of 19

Insured’s SiNAature........ococovveuieiieiiieeic it



topic

special insurance

( h

Session 5.1 Livestock Insurance
Session 5.2 Crop Insurance
‘Session 5.3 Liabilities, Vehicles, Fire and Theft
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SESSION 5.1
LI VESTOCK | NSURANCE
(hjective: To enable trainees to identify situations where |ive-
stock insurance is economc, and to take account of the
necessary restrictions.
Tine: 12 to 2 hours.
Material Death Claim (or, preferably, an equivalent |ocal docu-
nent).
E . i d
1) Alowtrainees up to 15 minutes individually to list as nmany rea-

sons as they can why it may be particularly difficult and expen-

sive for an insurance conpany, of any kind, to offer insurance for

farmlivestock

Ask individual trainees for their suggestions, and continue round

the group until all ideas have been summari sed on the chal kboard.

| f

any of the following are not included, elicit them from

trai nees by asking appropriate questions. List suggestions on the
chal kboar d.

Ani mal s change in val ue day by day.

The risks to animals depend on their age and on the use that is

made of them

It is difficult to distinguish one aninmal of a particular breed

and age group from anot her.

Epi dem cs can kill |arge nunbers of animals in one area, |ead-

ing to nmassive clains.
The causes of death are difficult to determ ne
I ndi vi dual animals are not worth very nuch noney.

Animal s can easily be killed and sold, or renmoved, and then

cl ai med as bei ng stolen.



- Veterinary services are often i nadequate, distant and very

expensive, and farners are not aware of their inportance.

- Animal carcasses deconpose rapidly after death, making an in-

spection difficult.

- The sal vage val ue of carcasses can be substantial, but also

falls rapidly as the carcass deconposes while awaiting inspec-

tion.
Stress that in spite of these difficulties, |ivestock insurance
is possible; in Japan nearly 2 mllion beasts are insured, and
600, 000 cattle are insured under one schene in |India. Why is

livestock insurance necessary, and in particular for what.types of

farmer, and agai nst what risks?

- A loss of even one aninmal can be catastrophic to a small

farner.

- Animals are often both a source of food and an essential source
of power for ploughing and harvesti ng. The loss of a mlch
buffal o, for instance, can deprive the farmer of mlk for his

fam |y and next year's arable crop

Ani mal s are often purchased with | oans nmade for this purpose.
If the animal dies the farmer may have no chance of repaying

unl ess he is insured.

- Even large farners can lose the nmajority of their herd through
fl ood, attack by wild animals, theft or an epidenic. They too

need i nsurance cover.

Rem nd trainees of Section K of the sanple policy, covering conse-
quential loss fromfoot and nouth di sease. Losses from epi dem cs
are often conpensated by Governnment in rich cuntries, so that only
the extra cost involved in restocking need be covered by in-
sur ance. Farmers without this protection nust provide it for

t henmsel ves, through insurance.

D vide trainees into groups of between three and five nenbers;
they are to imagine that they are a committee which has been asked

to design a livestock insurance schene for farnmers in their

country.
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They shoul d deci de what sorts of restrictions and conditions they
will apply in order to overcome as nmany as possi bl e of problens
already identified, but still to provide a reasonable service to

farmers in order to achieve the objectives nmentioned above.

The groups should copy down the |ist of problens which should have
been |l eft on the chal kboard/ CHP

Stress that they need not determne the exact limts, clauses and
S0 on; they should just think of reasonable ways in which they
can offer a service that is econonic to the insurer and the in-
sured, including small-scale farnmers who particularly need this

form of protection.

Al l ow the groups up to 30 mnutes to conplete the exercise. Cr-
cul ate anong them ensuring that they are not going into too nuch
detail, and are covering as nany as possi ble of the probl ens.
They may care to allocate individual problens to individual group

nmenbers, in order to cover the conplete range

Reconvene the cl ass; ask one group to present its suggestions,

and |ist themon the chal kboard

Ask each group in turn thereafter to present those of its sugges-
tions that have not already been listed, or which differs signifi-

cantly fromthose al ready suggested

If some groups disagree as to the necessity of others' sugges-

tions, or prefer another approach, encourage di scussion. Ensure
that trainees balance the interest of the farners and the
i nsurance conpani es. If their argunments are unduly wei ghed on one

side or the other, no schenme will be viable.

Suggestions should include the following ideas. Elicit those that
may not have been nentioned by referring to material in earlier

sessi ons on Excess, Average and so on.

- Cover should never be 100 per cent of the value of the stock.

It may be 80 per cent, or as |low as 50 per cent, to discourage

deliberate killing.



Cover shoul d be segnented and different prem uns offered not
only for different breeds and types of aninmals, but also for
di fferent uses. Refer to Section J; an alternative classifi-

cation for cattle is:

Breeding bulls

Cattle being fattened for slaughter

M | ki ng cows

Cows or heifers 30 days before and after calving
Cal ves up to 6 nonths

Heifers from6 nonths until 30 days before cal ving.

Demand that farners declare the breed, age and use of each ani-

mal on the proposal

Demand that every aninmal in each category is insured, for the
same val ue each, in order to prevent farmers selecting only
those at risk or just insuring one or two and then pretending

that the one that died was in fact the one insured.

| npose a routine deval uation clause, by a certain percentage

every year, to cover decline in value through age
Excl ude young aninmal s or those beyond a certain age.

Excl ude specific risks such as death in giving birth, death in
transit or while being castrated, or inpose a specific sur-

charge for covering these risks.

Demand that carcasses be retained for at |east 24 hours before

di sposal .

Demand that the conpany should be infornmed of loss within a

very brief period after the accident.

Set an appropriate excess which farmers nust cover thensel ves
out of a claim to mninmse the expense of dealing with smal

cl ai ms.

Demand that farners state the use to. which any animal which is

the subject of a claimwas being put at the tinme of death.

If it is feasible for farmers to use |local veterinary services,
demand that they obtain care for di seased aninals and that
claims are supported by an inspection report signed by a veter

inary. (Refer to the claimform annd go through each part
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stressing that the veterinary is asked to confirmthat the

farmer was adhering to the conditions of the policy.)

If local veterinary services are too distant or expensive, at-
tenpt through a co-operative novenent, governnent services or
other nmeans to pronpbte an economi ¢ and conveni ent veterinary

service in the area to be covered by insurance.

- Ofer discount for vaccination against certain di sease, or re-

fuse insurance for animals which have not been vacci nat ed.

- |If necessary, charge different premuns for animals fromdif-

ferent parts of the country, to cover different degrees of

risk.

- Insist that the insurance should be provided through a | oca
i ndividual or institution such as a co-operative society, with
| ocal contacts and familiarity, to mninmse inspection costs

and to avoid fraud by the pretence of theft.

It nmay not be possible to offer |ivestock insurance to nany
farmers who need it, because of the |low value of their aninals,

poor conmuni cations or lack of veterinary services.

Co- operative societies can and should attenpt to overcone these
di sadvant ages so that the benefits of |ivestock insurance can be
econom cally provided to the nenbers, either by a co-operative or

an i ndependent insurance conpany.
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DEATH OF LIVESTOCK CLAIM FORM
Name of ClaMAnt ...ttt e es s ea s sesssssenanasss st srasess Policy NO. .o
AQAIEss 1N FULL..ccoi ettt a s s e ee e et as bbbt se bbbt e b et et eaeseses et s b teb et et eeeaeteseseaeteseeesesesseese e seasesrsteanseansrrnnen
Telephone NO. ... es st e e Are you registered for V.A.T.? YES/NO
Enter below a description of the Animal lost and for which this Claim is made:—
Name and Number . I;{rggl(:tii:]?ellue
in Schedule of Colour Marks Sex Breed Age Height before Fata)l,
Policy Illness or Accident
When the Animal was When notice was sent to When the Animal was When the Animal died?
first taken ill? Vet. Surgeon? seen by Vet. Surgeon?
What was
the date?
On the...... day of............ 19....|On the...... day of............ 19....{On the...... day of............ 19....| On the...... day of............ 19....

1 What was the cause of Death?

2 If Death was due to Disease, how do you
account for it? If by accident, state how and
where it occurred.

3 Was the Accident due to the fault or negli-
gence of any person? If so, give Name and
Address of such person.

4 (a) Did the Animal die or was it slaught-

ered? (a) (b)
(b) State place where death occurred.
(c) At which Police Station was the inci- (c)

dent reported?

5 In whose charge was the Animal when taken
ill, or when accident occurred?

6 Was the Animal attended by a Veterinary
Surgeon during illness, and until the time of
its Death? If so, by whom?

(Insured must furnish a Certificate from the
Veterinary Surgeon, on the Company’s form.)

7 How much was obtained for the Skin, Carcass,
etc.? (A Voucher from the Purchaser or Sales- Lot
man must be sent.)

8 State (a) for what purposes the Animal now (a) (b)
claimed for has been used, and (b) when last
at work.

9 Has the Animal at any time previously been ill
or met with an Accident?

10 State (a) if the Animal was your own prop-
erty at the time of Death.
{b) How long had it been in your possession?
{c) What did you pay for the Animal when
purchased? (a) (b) () £t

11 Is the Animal claimed for the same one for
which the undermentioned Policy was issued?

12 How many Animals have you lost during the
year’s Insurance, and by what Diseases or
Accidents?

13 Is this Animal or any of your stock insured
elsewhere? If so, state name of Office and the
Number of each Class of Stock.

14 State when full Premium was paid, and to
whom?

PLEASE SEE OVER



15. Please state below number and value of animals of each class now on your premises

(omitting the one for which this claim is made)

Type

Number

Maximum value
any one animal

Total Value

Bulls

Dairy cows and heifers in
milk, or in calf.

Other cattle from | to 2 years
old.

Cattle from 6 months to
12 months old.

Calves under 6 months old.

Rams.

Sheep and lambs.

Pigs.

Horses.

Working dogs.

1/We declare the foregoing particulars to be true in every respect.

I/We agree that if necessary the schedule of this policy shall be revised in accordance with the

information given therein.

Date.

Signature of Insured...........

Please answer all questions fully, and send required Veterinary Certificate and Salvage
Voucher so that delay may be avoided.
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SESSION 5.2
CRCOP | NSURANCE
(hjective: To enable trainees to identify circunmstances when crop
i nsurance is desirable and feasible, and to obtain such
i nsurance or collaborate inits provisionif it is not
yet avail abl e.
Tine: 2 to 22 hours.
Material Crop Insurance Policy.
Summary of devel oping country crop insurance schenes.
Note: If crop insurance is not available to the nenbers of
trai nees' co-operatives, and s unlikely to becone
available in the near future, it nay be advisable to
omt this session rather than to raise false hopes. If
a schene is being considered, the trainees should gain
fromthe general introduction to this subject. If crop
insurance is regularly available to nenbers of trainees'
societies, the session should be revised to take account
of the details of the schemes with which they are fam -
liar.
Session Quide:
1) Renmind trainees of the previous session, and the argunents in

favour of agricultural insurance of all kinds. Ask trainees to
suggest argunents in favour of crop insurance, recognising that
for nost farmers arable crops are their sole source of inconme, and
that even those farmers who have livestock usually depend al so on

incone fromarable crops. Elicit the foll ow ng suggestions:

- Small farmers nmay be near to subsistence |evel even in norma
condi ti ons; a major crop failure may force themto sell their

| and or face actual starvation

- Credit is an inportant neans whereby small farners can inprove

their conditions. Crop failure at the wong tine can nake re-



paynent quite inpossible, so that they are no longer eligible

for credit and nmay | ose whatever security they pledged.

- Their income stability is often nore inportant for inproved

wel fare than i ncone increases.

- Farners are often reluctant to adopt unfam liar techniques be-

cause failure would be catastrophic.

Massive crop failures and the resulting hardship often have to

be covered by CGovernnent relieve schenes. This prevents
farmers from becom ng genui nely i ndependent, and causes il

wi Il anmong the non-farm ng section of the community.

Ask trainees what happens to borrowers and | enders of seasonal and
| ong-termcredit when |arge nunbers of farmers are unable to pay

because of crop failures if they are not insured.

- The |l ending schene may col | apse through non-repaynent.

Soneone may have to step in with nassive subsidies to allow the

schenme to continue in spite of default.

-  Farmers may becone permanently indebted.

What are the effects of permanent indebtedness on farmers?

- If their debts are cancelled, they nmay conclude that they nay

never repay, even when they can.

- |If they have borrowed fromlocal noney |enders, they may end up

as | andl ess bonded | abourers, even for several generations.

What are the effects on the | enders?

- Private banks may withdraw from agricultural credit, or fee
conpel led to charge very high prem uns which effectively ex-

clude the small farners.

- Staff of Government schemes, and the general public, will come
to regard credit schenmes as di sgui sed "hand-outs", and unscru-

pul ous politicians may exploit themas a source of goodwill.

Massive crop failures at least attract attention, and |lead to sone

formof relief, such as "food for work" programmes, free food dis-
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tribution or, at |east, debt cancellation. Ask trainees what hap-
pens to individual farmers or small groups in a particular area
who suffer crop failure through no fault of their own, when nost

farmers in the area produce reasonabl e crops.

Repaynment is demanded, and they may have to sell their farnms or

what ever el se they pledged as security.
- These farnmers may be ineligible for credit in future years.

- The results of the m sfortune, whatever they may be, are nor-
mal |y negl ected because even a reasonabl e nunber of individua
farmers scattered anmong a far |arger nunber who have produced

good crops tend not to be noticed.

It should be clear fromthe above that insurance agai nst crop
failure would be very desirable. Ask trainees why crop insurance
is not mnmore widely avail able, what are the main probl ens they

m ght expect.

Rem nd trai nees of previous sessions, they should nention probl ens

such as:

- Inadequate data is avail abl e about expected yields or previous

experience of crop failures.
- I nadequate records of planted areas and | and or crop ownership

- Farners do not understand the benefits of crop insurance and

all the necessary procedures.

Losses can occur for |large nunbers of different reasons, and it
is not easy to prove what caused the | oss, and who was event -

ual Iy responsi bl e.

- The standards of farmng differ widely fromone farmto
another, so that it is difficult to know what yield m ght have

been expected, and who is responsible for any shortfall.

- Poor conmuni cations make inspection of proposals and verifica-

tion of claims difficult and expensive.

- Al farners in a region or a whole country may suffer a failure
at the same tine, so that even a nationw de scheme woul d be un-

able to cover all the |osses.



Many farnmers grow very small areas of a |arge nunber of differ-

ent crops, of different varieties.

Cimate and fertility differ fromone region or one farmto

anot her .

Farmers nmay feel that the insurance neans that they need not

nmake an effort to grow good crops thensel ves.

Farners nmay take out insurance only when they have reason to

expect poor results, so that the schene will not be viable.

Falling prices or poor quality can also |ead to the sane pro-

blenms as lowyield; it is difficult to cover all the risks.

Losses may be caused by flood, disease, arson, pests and nany
ot her causes. It is easy to defraud an insurance conpany when

farmers are faced with so many ri sks.

Ask trainees to imagine that they had to design a crop insurance

scheme for their country; what deci sions would they have to nake?

Elicit the followi ng major decision areas:

a. In what areas should the scheme operate?

b. What qualifications should be expected of farners who parti -

ci pate?
c. Wat crops should be covered?
d.  Wat risks should be covered?

e. How will the cost of the schene be covered in case of an ex-

cess of clains or costs over prem uns?
f. What proportion of the total value of crops will be covered?
g. How should farners be notivated to reduce clains?

h. How shoul d cl ai m anbunts be cal cul at ed?

Divide the class into no nore than three groups. Allow each group
up to one hour to produce an outline design for a crop insurance
schene to operate in an appropriate area in their country. Advise

groups that it may be hel pful to proceed as foll ows:

Decide on the target area of the schene.
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ii. Al l ocate each of the topics b, ¢, d, e to one or two group

menbers and ask themto produce the answers.

iii. Consi der and integrate the decisions on b, ¢, d and e with

t he schene as a whol e.

iv. Det erm ne the operating details.

Provi de OHP-transparancies or flipchart sheets to enabl e the

groups to present their plans.

Reconvene the cl ass, asking the groups to present their sugges-

tions in turn.

Invite questions and comrents after each presentation. Attenpt to
work fromthe groups' presentations, and trainees' subsequent com
ments, to recognition of the foll owi ng general guidelines which
shoul d probably be followed if a crop i nsurance schene is intro-

duced to small-scale farners for the first tine.

a. The schene should operate in a well defined area, with well
docunent ed croppi ng records, reasonabl e comuni cati ons and
simlar climate and fertility throughout. There shoul d al so
be a pl anned or actual credit schene reachi ng nost of the
farmers, using comruni cati on channels such as effectively man-
aged co-operatives to maintain close contacts with individua

farners.

b. The schene should be conpul sory for all farnmers who receive
credit, and optional for others. Farners who are not eligible
for credit, because of their inefficiency, should not be

eligible for the insurance schene either.

c. The schenme should initially cover one crop only, which should
be one on which the farnmer's famly depend for their |iving
and is grown extensively and evenly throughout the area. It

may | ater be extended, but only to the npbst inportant crops.

d. The scheme shoul d i nsure agai nst specified risks only, which
shoul d be neasurabl e, reasonably infrequent but seriously des-
tructive, such as serious drought, typhoon, hurricane, or
frost. Data on rainfall, etc, should be available in order to

verify whether or not the risk has in fact occurred.



e. The schene should cover only | osses fromrisks which have been
specified in advance, and not |osses which arise from

uni dentified neans.

f. The schene should cover | osses fromlow yield, and not from

| ow prices or low quality.

g. It is alnpost inevitable that a crop insurance schene will ini-
tially have to be financially sponsored, rather than being
self-sufficient fromthe outset. The sponsor nmay be the
nati onal co-operative noverment, an agricultural or other bank,
a large seed or fertilizer manufacturer or, if necessary, the

Gover nment .

h. The schenme should cover at the very nost only the farmers' in-

vestnent in a crop (including fam ly | abour).

i. Clainms should be based not on the expected selling price of

what was | ost but on what was spent on seeds, planting, culti-

vation and so on.

i Farmers shoul d be encouraged by discounts to take out insur-
ance contracts for several years. Farners who do not claim
for a certain period should receive progressive no-claimbon
uses, and discounts should also be given for the use of parti-

cul ar reconmended agricultural practices.

k. Average cost figures should be calculated for the region.
Local inspections through co-operatives or other channels

should prevent farmers from under-spending on planting in

order to make a profit out of claimng.

1. dainms should only be accepted when there is proper evidence
of the accident. Wather and other conditions should be noni -

tored by local representatives

Distribute copies of the crop insurance policy from Sri Lanka.
Ask trainees to read through it and point out that the policy
woul d be acconpani ed by a schedul e of the insured | and and crops,

Iike the policy document which was used earlier in the course.

Point out that this schene started in 1958. Wite on the chal k-

board/ OHP t hese very approxi mate summari sed results of the first

15 years experience, to 1973.



Total ha. covered
Total prem um due

Total prem uns actually paid

Clains paid

Admi ni strative expenses

Total Governnent subsidy required

Ask trainees to bear
policy. How woul d t hey expl ain the poor

cord?

When goi ng through the policy,

B B B L B

notice the follow ng points

Sheet 4

120, 000
850, 000
320, 000
800, 000
250, 000
730, 000

these results in nmnd when exami ning the

preni um col | ection re-

trai nees should in particul ar

Point 3. Cover: "I nsurance unit" refers to the particul ar

farm for which records are already available for credit and

security purposes.

If the land is not farnmed by the owner,

the tenants or other

owners of the crop, as opposed to the |and, are covered by the

policy.

Paoint 4 The insurance is for a three year period.

Paint 10

Paint 11(a) .

The farnmer has to do his best to avoid | osses.

The farnmer nust maintain proper records.

The premium nmay be paid in cash or in kind, with

the crop (presumably after the period to which the insurance

rel ates).

Point 13

Point 14(ij)

selling value of the crop

: .

any | oss.
Point 19
Point 21 .

i nformati on.

Tr ai nees shoul d

The policy is void if the farner

"No- cl ai m bonuses" are paid to non-clai mants.

The cl ai m cannot exceed 50 per cent of the

The farners nust neet the first 30 per cent of

The policy can be used as security for a |oan.

gi ves any fal se

note that general farmdebts, including insurance

prem uns, were frequently cancelled during this period for poli-



tical reasons, thus depriving the schene of about two-thirds of

its prem umincone.

Ask trainees how this m ght have been avoi ded. Stress that the
actual operation of any crop insurance schene shoul d be separated
fromcredit sales, and prem unms should be collected at or before

planting to ensure cover.

Compar e t hese details with what ever concl usi ons trai nees
t hensel ves have conme to on the previous exercise. Di scuss the

reasons for whatever differences that may have appeared

Distribute the summary of developing country crop insurance
schenes. This informati on nay be out of date and inconplete.
Conpare it with whatever schenes are used in trai nees’ own

countries, and with the outline schenes which they thensel ves have

produced.

Ask any trainee who has experience of crop insurance to comment on

the benefits, and any problens they have experienced.

If, as is nore likely to be the case, crop insurance is not gen-
erally avail able, discuss the problens that mght arise inits in-
troducti on. Ask trainees how they can help to bring pressure to
bear on appropriate authorities to carry out some experinents.
How can they help to overcone sone of the operating problens
identified, which my be what is preventing introduction of the

schene?



Crop lnsurance Policy

Sheet

(Crop Insurance Division - Dept. of Agrarian Services,

Sri Lanka)

This policy is issued under section 13 (1) of the Crop Insurance Act, No. 13 of 1961, and is subject to the provisions of the said Act and the terms

and conditions set out hereunder.

1. Specified Crops, Areas and Causes

(i) Insurance under this policy shall
be compulsory in respect of the
crops. and in the areas, determined
by the Minister by Order published
in the Gazerte.

(ii) Such insurance shall be only against
unavoidable loss due to any cause
specified by the Minister by Order
published in the Gazeue.

2. Insurable Acreage and Interests

(i) The total extent of land bearing
each specified crop, the persons
entitled to the whole or any part of
the specified crop on such extent,
and their respective shares, shall
be determined and notified in
regard to each specified area.

(ii) Insurance under this policy shall be
only in respect of the extent and the
share so determined.

3. Insursnce Unit

An Insurance Unit for the purposes of this
policy shall be all lands in which the insured
has any interest, as owner or as tenant,
in an insurable acreage within a specified area,

4. Term of Insurance and Duration of
Insurance Cover

(i) This policy shall be valid for the
first term of three years reckoned
from the date of commencement of
the 1958-59 Mazaha season. and for
every other term determined by the
Minister by Order published in the
Gazetre, provided that in the case of
“ thatturfiaru ™ cullivation a term
of insurance shall consist of a
season.

(ii) This policy shall be operative and
shall be dzemcd to cover an insu-
rance unit only during the period of
cultivation, determined and notified
in respect of each season in the term
of insurance for each specified area.

5. Contract of Insurance

For the purpose of this policy the insured
shail be deemed to bave entered into a con-
tract - of insurance with the Commissioner
before the commencement of each term of
insurance, unless otherwise exempted.

6. Facts to be Notified by the Insured

The insured shall notify in writing to the
Assistant Commussioner of the Administra-
tive District in which his land is wholly or
mainly situated, or to the local insurance
agent appointed and notificd by the Com-
missioner in respect of that arca —

(a) if land in a specified area is being
cultivated by him with a specified crop
for the first time, before such culuivation
is concluded.

(b) if 1and in his insurance unit is not being
cultivated by him in any season with a
specified crop, within thirty days of the
commencement of such season ;

(c) if there is any change of his interest in a
land in an wmsurable acreage, within
thirty days of such change.

7- Farmiog Practices

The insured shall observe in regard to the
insured extent of land such farming practices
as may be datermined from tme to time and
notified by the Commussioner for that area.

8, Prevention of Damage and Protection of
Crops

(i) Tbe insured shail take all such
measures as may be directed by the
Commussioner or any officer autho-
rised in that behall by the Com-
missioner, or by the local insurance
agent. to  prevent or muumise
damage to an insured fand or to the
specibed crop on such iand.

TERMS & CONDITIONS

(ii) In the event of any damage to the
crop on the insured extent, the
insured shall take all the necessary
measures to protect the crop from
further damage unless such extent
is released by the Commissioner
{rom the insurable acreage.

9. Use of Insured Land

(i) The insured shail not raise on the
insured extent of land any crop
other than the specified crop, or put
such extent to sny other use unless
it has been released from the
insurable acreage by the Commis-
sioner.

(ii) The insurcd shall raisc a fresh crop
of the same kind as the damaged
crop on any insured extent of land,
if so directed by the Commissioner.

10. Inspection of Lands and Records

The insured shall maintain prescribed
records relating to the specified crop and his
interests therein, and shall permit and assist
inspection of such records and insured lands
by the Commissioner or any officer authorised
in that behalf by the Commissioner.

11. Amount and Payment of Premiums

{i) The insured shall pay the amount of
premium determined from ime to
time by the Commissioner in respect
of this policy, according as the
Commissioner may decide either
in money or in a quantity of the
insured crop the value of which is
equal to the amount ol premium.

(i) Such amount shall be paid to the
local insurance agent in respect of
of cach season within thirty days or
such other period as may be d:ter-
mined by the Commissioner from
the date of harvesting. such date
being fixed by the Commissioner
for such season in that area, pro-
vided that in respect of the first
term of insurance the amount due
shall be paid withun ninety days
from the date of conclusion of the
first term, such date in each area
being fixed by the Commissioner.

12. Recovery of Premioms

(i) If the insured fails to pay the whole
or any part of the premium due
from him in respect of this policy
within the time specified under
clause 11 (ii) above, he shall be
liable to pay interest on the amount
payable by him at six per centum
per annum with effect from the
date of expiry of the time allowed,
or such amount as may be fixed by
law in lieu of such interest.

(ii) Such amount in default together
with the interest payable thereon,
or together with such amount as
may be fixed by faw in lieu of such
interest :—

{@) may be recovered in like manner
as though it were a dz2bt due
from the insured to the Crown ;

() may be deducted from any sum
due to the insured under the
Guaranteed Price Scheme for the
purchase from him of the
specified crop, by or on behalf
of the Commissioner ;

(c) may where the insured is a
landlord  under the Paddy
Lands Act, No. [ of 1958, be
recovered for the Commissioner
by a Cultivation Committee,
from the rent due to the insured
as landlord.

13. Rebate on Premiums

The Commissioner may in his discretion
allow a rebate on the amount of premium
payable by the insured in respect of this
policy in any season, provided that—

(@) no claim to indemnity ander this policy
has been made during the preceding
three years by the insured ; or

() the aggregatc amount of indemnity
under this policy paid to the insured
during the preceding three years is
inconsiderable in the opinioa of the
Commissioner ; and

(c) the insured is not in default of any
amount of premium payable by hir in
respect of this policy. B

14. Rate and Amount of Indemalty

(i) The rates at which indemnity is
payable in respect of each speci-
fied crop under this policy shall
be as determined and notified
in the Gazetre by the Minister.

(ii) The maximum amount of indem-
nity per acre of Insured land
under this policy shall be
determined by the Commis-
sioner, and shall not exceed the
value of fifty per centum of the
average yieid of the specified
crop determined by the Commis-
sioner for that season in that
area.

(iii) Where the insured follows methods
of farming approved by the
Commissioner, he mav on appli-
cation be paid a higher indem-
nity, provided the Commis-
sioner is satisfied that be has
followed such methods. The
higher indemnity shall be deter-
mined by the Commissioner, and
shall not exceed the value of
sixty per centum of the average
yield of the specified. crop,
determined by the Commis-
sioner for that season in that
area.

15. Clzim to Indemnity

(i) Where due to any specified cause
there is a loss of a specified crop
on any extent of insured land to
which this policy relatcs, the
insured shall within twenty-one
days after the occurrence of the
Joss, give notice in writing of
such loss to the local insurance
Agent, and may thereafter make
a written claim to indemnity
in respect of such loss.

(i) If & claim to indemnity by the
insured is rejected, the decision
to reject such claim and the
reasons therefor shall be com-
municated in writing to the
insured.

16. Payment of Indemnity

(i) The insured shall be awarded an
indemnity under this policy if his
claim is proved to the satis-
faction of an officer authorised
in that behall by the Commis-
sioner, and he is entitied to such
indemnity in accordance with
the provisions of the Crop
Insurance Act, No. 13 of 1961,
and the terms and conditions of
this policy.

(i) The insured shall not be entitled
1o an indemnity for loss under
this policy, unless the loss is
such that the aggregate yield of
the specified crop from his
insurance unit is less than
seventy per centum of the
average yield as determined
by the Commissioner, of such
crop for that seasoa in the
specified area.
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17. Dedactions from Indemaity

(i) Any sum duc from the insured,
as premium and interest or such
amount as may be fixed by law
in lieu of such interest, under this
policy, shall be deducted from
the amount of indemnity payable
to him under this policy.

(i) Any sum which the Commissioner
is satisfied is due from the
insured to  a  Co-operative
Society in repayment of a ioan,
or in payment of any intercst on
such loan, may be deducted
by the Commissioner from the
amount of indemnity payable to
him under this policy

18. Appeal in respect of Indemoity
(i) The insured shall be entitled to
make a written appeal to the
Commissioner,  stating  the
grounds of appeal, within thirty
days after the communication to
him—

(@) of the decision to reject his
claiim to indemnity under
this policy ; or

(b) of the award of indemnity
under this policy, if he is
dissatisfied with the amount
of tbe indemnity.

(ii) The insured shall be entitled by
himself or by representative, to
appear before and be heard by
the Commissioner on such
appeal. The decision of the
Commissioner on any such
appeal shall be final and con-
clusive and shall not be called in
question in any Court.

19.  Assignment of Policy and Transfer of
Interest

(i) This policy may be assigned to an
approved credit agency so dec-
lared by the Commissioner by
notification it the Guzerte, as
security for a loan given by such
agency to the insured, for any
purpose connected with the
raising of the specified crop on
the extent of fand to which this
policy relates

(i) Where the insured transfers his
right, title, and interest in any
extent of land to which this
policy relates, the transferce
shall be entitled to all the rights
and subject to all the obligations
of the transferor, from the date
of the transfer.

20. Right to Vary Terros and Conditions

The Commissioner may vary any term or
condition of this policy. consequential to or
d by an a d of the Crop
Insurance Act, No. 13 of 1961, or any Order
or regulation made under such Act.

21. Voidance of Insurance

This policy may be declared void, and the
premium paid in respect of this policy for-
feited by the C ioner, if the | d

(a) has ¢ led or misrep d

any material fact or com-
mited any fraud relating to
the  insurance  under this
policy ; or
(& fails to comply with any term or con-
dition of this policy.

22. Incomsistency

When any term or condition in this policy
is inconsistent with any provision of the Crop
Insurance Act, No. 13 of 1961, or any Order
or regulation made thereunder, the provisions
of such Act, Order, or regulation shall prevail,

23. Interpretation

Where any term or expression is used in
this policy which is contained in the Crop
Insurance Act, No. 13 of 1961, or in any
Order or regulation made thereunder, such
term or expression shall bear in this policy
the same meaning as that attributed to it in
such Act, Order or regulation.

In witness whereof, this policy has been
signed on behulf of the Commissioner at

Colombo this................ ... .. day

of

Signature ...

Designation ... .

for Commissioner of Agrarian Services

42, Edinburgh Crescent,
Colombo 7.



Chile
Costa Rica
Cyprus

G eece

I ndi a
(experinmental only)

Jamai ca
Mexi co
Mauri ti us
Sri Lanka

Zanbi a

Crops Covered

Al nain crops
Ri ce, mai ze, cotton
Wheat

All main crops

Sel ected crops
Bananas

All nmain crops
Sugar

Ri ce

Mai ze

Risks Covered

Al major risks
Al major risks
Hai | , drought

Hail, frost, w ndstorns

Al major risks

W nd

All nmgjor risks

Fire, cyclone, rainstorm

Al major risks

Fire, lightning

Sponsorship = Moluntary/ Conpulsory

Gover nnent

Gover nnent

Gover nnent

Gover nnent

Gover nnent

Gover nnent

Gover nnent

Private

Gover nnent

Gover nnent

Conpul sory for
Conpul sory for
Conpul sory

Conpul sory

Vol unt ary
Conpul soryy
Conpul sory for
Vol unt ary
Conpul sory

Vol unt ary

borrowers

borrowers

borrowers



Sheet 1
SESSION 5.3
LIABILITIFS, VFHAFS, . FIRF AND THFFT
(hjective: To enable trainees to identify the full range of genera
busi ness insurance which nay be applicable to their co-
operatives and to avoid common ni sunder st andi ngs when
taking out or claimng on an insurance policy.
Tioe . 2 to 22 hours.
Material : M cro Cases "Insurance Decisions".
. i d
1) Remnd trainees of Session 2.2. Stress that while |ivestock and

crop insurance are naturally of particular interest to farners,
the nost comon and the nost necessary types of insurance for any
co-operative and its nenbers, are simlar to those which can be

bought by any busi ness or individual.

Ask trainees to recall Session 1.2 and to nention a nunber of
ri sks which a co-operative society is likely to have to face, and

whi ch can be insured against.

Wite trainee's suggestions on the chal kboard/ OHP in five differ-
ent colums, without at this stage |abelling them When at | east
two suggesti ons have been made in each of the follow ng cate-

gories, ask trainees to explain the classification

Fire

Mot or vehicle

Thef t

Enpl oyers' liability

Public liability

Trai nees shoul d al so di stinguish between theft, fire and damage

i nsurance and liability insurance. The fornmer covers | osses in-



curred by the society, while the latter covers clains made by

ot hers for damage whi ch may have been caused by the society.

Rem nd trainees of Topics 3 and 4. These related to conventi ona
busi ness i nsurance as well as specialist agricultural aspects.
Stress that there are a nunber of other general principles, in ad-
dition to those covered in Session 4.1. They apply to all types
of insurance, and are based on common sense; it is inportant for
anyone managi ng the insurance of any enterprise to be aware of the

poi nt s.

Distribute the micro cases, and allow trainees up to 40 mnutes to
read through them and make their prelimnary judgements. As with
Session 4.1, they should not attenpt a conplete anal ysis, but
shoul d choose the view that occurs first to them based on a com

non sense appr ai sal

Trai nees may feel that there is not enough information; if they
ask for further information, ask themto state exactly what they
need. If they are able to do this, give an answer which is rea-
sonabl e and does not contradict the concl usions which foll ow En-
sure while trainees are working through the material that they are
in fact going through it quickly rather than spending too |ong on
any one situation. Rermi nd them at appropriate intervals of the

poi nt they should have reached.

When trai nees have finished, find out by a show of hands how nany

believe that M. A's family and how many believe that the society

is right in situation a. Go through each of the answers which
follow, ensuring that trainees understand them If at all pos-
sible, go through the exercise well in advance of a session wth

an insurance expert or ask such a person to join in the session.

This is desirable in order to ensure that the answers are consi st -
ent with |ocal practice. It may al so be appropriate to onit sone
situations or to have others which describe locally famliar dis-

put es.

a. M. As famly are right.

The society is responsible for anything that happens to M. A

whi l'e working for them Damages may be reduced by a small
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amount to allow for M. A's carel essness, but fundanentally
any enpl oyer mnust ensure through appropriate selection, train-
ing and supervision, as well as by physical arrangenents, that

acci dents do not happen

The insurance conmpany was right.

Most policies specifically exclude "riot and civil commtion”
since these are outside the normal cal culable risks and are
likely to affect |arge nunbers of customers. Governments are
responsi ble for maintaining | aw and order, and may therefore
be expected to reinburse individuals and organi sati ons who

suffer because | aw and order had broken down.

The society was right.

Trailers or other vehicles which are attached to an insured
vehicle are usually covered by any policy which covers the ve-

hicle itself.

The insurance conpany was right.

Fires which start by self-ignition because of inproper storage
or harvesting conditions are not normally considered as acci -
dental fires and damage arising fromthem may be therefore not
covered by a normal fire policy. Anyone responsi ble for
storing produce which is liable to internal heating should
take care to store it in a safe condition, and should observe

it regularly in order to prevent danmge

The insurance conmpany was right.

Vehi cl e insurance is linked to the vehicles and not the
drivers. Sone insurance policies cover only one or nore naned
peopl e as drivers, but nbst co-operative societies' vehicle
policies would cover the vehicle when driven by anybody aut ho-
rised by the society. This does not cover anybody authori sed

by the society to drive sonebody el se's vehicle.

The col | eague was right.

If the society had a special insurance policy to cover re-

pl acenent of frozen produce | ost through freezer breakdown,



they could of course claim but an ordinary nmachi nery policy
will only cover the cost of repairs to the nmachine itself, and

not consequential losses resulting fromits breakdown.

g. The nanager was right.

No- cl ai m bonuses are awarded for the absence of clains, and
not for the absence of accidents. The intention is not only
to reward safe performance but also to discourage snall clains
and thus avoid administrative expenses. It does not matter
whet her or not the insurance conpany knows about an acci dent.
They are only concerned with whether or not a claimhas been
made and if it is withdrawn in tinme the no-clains bonus wll

still be awarded.

h. The treasurer was right.

Boilers are particularly likely to be danaged, and cause dam

age, when conpared with nost machinery, and have usually to be

insured by a special policy, which includes regul ar inspection

and mai nt enance requirenents.

i. The manager was right.

The society's public liability policy will cover legitimate
cl ai ms made by anybody agai nst the society, regardl ess of the
ultimate responsibility for whatever happens. The i nsurance
conpany may well be able to claimfromthe chenical manufac-
turer all or part of the noney paid to the famlies of the
peopl e who died, but this is no concern of the co-operative

society. The insurance conpany is responsible to them

j. T he insurance conpany was w ong.

Unl ess the policy specifically excludes accidents which arise
in the course of illegal activities, the vehicles are covered,

what ever they were doing.

k. The worker was right.

When sonebody is paid by and working for a society, he is

covered by the society's insurance, regardless of where he is

working.  The situation would be no different if the Kappa So-
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ciety was being paid for its workers' services by the other
society. The other society would only be liable if they were

actual ly paying the wages of the workers directly to them

The insurance company was right.

Equi pmrent which is regularly inspected by an insurance conpany
as a condition of its being insured nmust be naintained as re-
guest ed by the conpany. The accident m ght of course have oc-
curred a few days' earlier, in which case the insurance com
pany woul d have had to pay. However, they can argue that they
correctly estimated the intervals between inspections and that

the timng of the accident showed that they were correct.

If trainees still appear uncertain of sone of the principles in-
vol ved, make up further exanples to illustrate them In parti -
cular, refer to Session 4.1 and ensure that all trainees are aware

of the inportance of the follow ng principles:

"Average", whereby the total value of what is insured nust be
sufficient, and any claimw || be proportionately reduced if

it is not.

"Consequential |oss", whereby insurance only covers danmage to
or loss of what is insured, and not any loss that may arise as

a further result of the accident.

"Over-insurance", whereby it is not possible to make a profit
by insuring something for nore than it is worth, through one
or nore than one conpany. The objective of insurance is to
restore whoever is insured to the position they would have
been in had the accident not occurred, not to nake them better

off as a result.

"Utimte good faith", whereby everything that has any bearing
on the likelihood of accident nust be declared to the in-
surance comnpany when the insurance proposal is being made,
even if the conpany does not specifically ask for that piece

of information.
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o

Read through each of the follow ng descriptions of insurance disputes.

Make a rapid decision as to who is in the right, and mark your answer

in the space provided. You may feel that further information is re-
qui red, make what assunptions you think are appropriate and proceed
with the exercise as rapidly as possible. You have three nminutes for

each deci si on.

a. M. Ais enployed by the Al pha Co-operative Gain MIIling Society.
He has been told on several occasions never to clean the m Il un-
| ess the power is switched off, but he finds it nore convenient to
leave it on. He accidently trips the operating switch when | eaning
into the mll, and his body is crushed between the rollers. H s
famly sue the society for damages but the society clainms that it
was M. A's fault for disregarding instructions. They send a

weath to the funeral

M. A's family is right / The society is right.

b. Elections tend to be violent, and in 1982 a nob broke into the Beta
Society's store and started a fire, because, it was said, the
chairman was fromthe same area as the recently deposed president.
The store was conpl etely destroyed, and the manager cl ai med under
the society's fire insurance. The insurance conpany refused to
pay.

The society was right / The insurance conpany was right.

C. The Ganma Society purchased a large newtrailer to help collect
menbers' crops. The society's tractor driver connected it up on
the first norning, and drove it out of the yard. Because he was
not used to towing a long trailer, the rear of the trailer struck
anot her one of the society's vehicles and severely damaged it. The
trailer itself was not seriously damaged, but the manager cl ai nmed
for the replacenent of the danaged vehicle under the society's pol-

icy. As he said, the trailer was being towed by the tractor which

was covered by insurance. The insurance conpany refused to pay,
however . They said that the trailer should have been separately
i nsured.

The Ganmma Society was right / The insurance conpany was right.



The Delta Society collected a huge heap of high quality hay from
nmenbers' fields, to be sold to the | ocal horseracing club. Unfor-
tunately the hay was rather danmp when it was stored, and it event
ual Iy caught fire through the intensive heat generated through the
process of decay. The whol e heap was destroyed, but the nmanager
was not worried; he clained for the cost under the society's fire

policy. To his horror, the insurance conpany refused to pay.

The manager was right / The insurance conmpany was right.

Edwar d, the nmanager of the ETA Society, had to borrow the chair-
man's car, since the society's vehicle was out of order and there
was no other way of getting to town to collect the nonthly wages
fromthe bank. Edward thanked the chairman for hel ping the society
by allowing himto drive his brand new Range Rover. The chairnan
was only too pleased to be of assistance, he said. On the way back
fromthe bank a bus cane round the corner on the wong side of the
road. Edward did his best to avoid it but the bus tore away the
front wing and badly damaged the roof of the chairman's car. Wen
Edward finally got back to the society, with the noney intact, the
chai rman was synpat heti c. "Thank heavens," he said, "you are not
severely hurt, and the society's vehicle insurance will pay for the
repairs if that drunken bus operator has no insurance." The chair-
man hinself had only third party insurance, and the bus driver was
not insured. Much to Edward's di sappointnent, the society's
i nsurance conpany al so refused. Edward threatened to w thdraw his
busi ness fromthe conpany, but they insisted that his insurance did

not cover the accident.

Edward was right / The insurance conmpany was right.

Frank, the nmanager of the Friendly Fishernen's Society, was de-
lighted that they finally nmanaged to purchase their own freezing
plant. Six nonths later, however, the conpressor broke down on a
festival holiday. Wen the staff returned to work they found that

$10, 000 worth of fish were ruined and the walls of the cold storage
room woul d have to be repl aced because of the danage done to them
by the rotten fish. He was relieved that the society's nachinery
i nsurance woul d cover the | osses, since they would repl ace the
machi nery and pay for the ruined fish, as well as repairing the

cold storage walls, but a coll eague warned himnot to be too
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optimstic. He expl ained that the damage to the machi nery night be
covered, but he doubted whether the insurance conpany woul d cover

anyt hing el se.

The col | eague was right / The manager was right.

The manager was di sappoi nted when George had a minor accident on
the | ast day of the year, causing $70 worth of damage to the so-

ciety's lorry. He filled in a claimformand sent it off to the
society's insurers, but then realised that the society would | ose a
$100 no-claimbonus if the claimwas settled. He tried to get the
letter out of the mail so that the insurers would never know what
had happened, but fail ed. He then wote another letter, asking
themto ignore the claim but a colleague with sone know edge of
i nsurance warned himthat the conpany would certainly cancel the
bonus in any case. "After all,"” he said, "the bonus is a way of
rewar di ng better than average perfornmance, and George has proved

that our society is no safer than average."

The nmanager was right / The col | eague was ri ght.

Hilary Society has recently installed a powerful boiler as part of
the drying plant. The manager said that they need not insure it
since they had recently di sposed of several other bits of equipnent
and the boiler would not nean that the total value of machinery was
above that which was insured. The treasurer disagreed; he said he
was sure that they should take out a separate policy for the

boi l er, regardless of its val ue.

The nmanager was right / The treasurer was right.

The lota Society sold maize for human consunption and al so for seed
st ock. They put a special chem cal dressing on the seed maize to
prevent insects and birds fromeating it after it had been sown.

The two types of nmize were carefully separated but through an ad-
mnistrative error sone seed naize was sold on the open market. A
nunber of people di ed because of the poisoned coating. Their fam -
lies sued the society and the manager passed the claimon to the
i nsurance conpany. They made sone enquiries and found out that the
manuf acturers of the chem cal had never warned the staff of the
lota Society about this danger. They therefore refused the claim

and told the nmanager that it was the chemi cal supplier's fault.

The lota Society should claimfromthem



The lota manager was right / The insurance conpany was right.

Sone enpl oyees of the Jolly Society ran an illegal grain smuggling
busi ness by trucking stolen grain across the frontier every night.
They carefully returned the vehicles before dawn, and were only
found out by nenbers when one of the trucks had an accident. The
comrmittee dismssed the staff and clained for the cost of repairs
to the vehicle under the society's conprehensive policy, but the
i nsurance conpany refused. They said that the policy did not cover

the use of vehicles for illegal purposes

The commttee was right / The insurance conpany was right.

The Kappa Society used to every year "lend" sone of its |labourers
to the Jamu Society, since their menbers' harvest tinme was differ-
ent. The Jammu Society's | abourers were returned to the Kappa So
ciety to help loading two nonths |ater. One of the Kappa Society's
people fell off an insecure heap of sacks and broke his leg while
working in the Jammu Society's store. He denmanded paynment under
t he Kappa Society's insurance but the manager told himto claim
fromthe Jammu Society, since he was working for themat the tine
of the injury. The Jamu Soci ety was not insured, however, and the
wor ker demanded that the Kappa Society should pay his claim

The worker was right / The Kappa Soci ety -manager was right.

The Landa Society had a crane which they used for |oading bales of
cotton. It was specifically nentioned in the society's inclusive
i nsurance policy, which covered public liability. The i nsurance
conpany nmade a routine visit, and nentioned in their report that

the wire cabl e needed repl acenent. The manager nade a note to
order a new cable as soon as funds were avail able, but a few days
| ater the cable broke and the falling | oad severely danaged a
visitor's car. The visitor clainmed damages fromthe Landa Society,
who in turn passed the claimto the insurance conpany, secure in
the know edge that the crane was covered and, as the nmanager said,

the accident mght easily have happened one or two days before the
i nspection took place. The insurance conpany refused to pay, be-

cause, they said, the inspection had been ignored.

The society was right / The insurance conpany was right.
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SESSION 6.1
APPI | CATI ON EXFRCI SE
hjective: To enabl e trai nees acccurately to apply what they have
| earned to their own societies' insurance arrangements.
Tine: 1 to 3 hours or nore.
Material - Trai nees' societies' insurance policies, or copies of
them together with any acconpanyi ng schedul es
E . wide
1) Trai nees should have been warned before the session, or when pre-

paring for the course itself, to bring with them as nuch inforna-

tion as they can about their societies' insurance arrangenents.
This should if possible include:

Details of insurance conpani es.
Alist of all policies.

Copi es of all policies.

Copi es of all acconpanyi ng schedul es.

Details of any clains nade dur ing the past 12 nonths.

Three or four selected trainees, with the nobst conprehensive and
best organi sed sets of material, should be asked to | eave the
classroomfor a period and individually to study their materi al

and famliarise thenselves with its contents.

Ask the renmmining trai nees to suggest as nany questions as they
can which they feel should be asked about a society's insurance,

in order to be sure that it is as conplete, economical and effect-
ive as possible.

Elicit and wite down on the chal kboard/ OHP questi ons such as the
fol | owi ng:



Are val ues updated at |east once a year to allow for inflation

or is there an automatic allowance for inflation?

Are all additions to vehicles, equipnent and machi nery aut o-
matically checked to see if the total value of what should be

i nsured Shoul d be increased?

Are all new purchases or types of equi pnent checked to see if
they require special insurance, even if the overall val ue need
not be increased?

Are di sposal s of equi pment or other changes in a society's ar-
rangenents nonitored so that any insurance which is not re-

qui red can be cancell ed and prem uns reduced accordi ngly?

Are stocks covered by insurance for the highest likely value in

the year?

Are adequate records of stocks, equiprment and other itens
covered by insurance kept in a safe place which is not likely
to be destroyed by fire?

I's cash insured both when in the society's preni ses and when in
transit?

Are goods in transit which belong to the society covered by in-

surance?

Has the society investigated the possibility of insuring
agai nst the consequential |oss of operating surplus which m ght

ari se froman accident, and what are their concl usi ons?

Does the society mnimse the adm nistrative cost of insurance
by maki ng use of every appropriate and econoni c conprehensive
policy rather than taking out a nunber of separate policies,

all of which nust be separately appraised and renewed?

Does the society "shop around"” for insurance regularly, in
order to ensure they are buying insurance fromthe | east expen-

sive source?

Is the society making use of insurance brokers to obtain eco-
nom cal and unbi ased advice, or has it at |east appraised the
possibility and decided in favour of placing business directly

with insurance conpani es?
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- Are the society's insurers rapid and efficient at dealing with
clainms, and if they are not have alternative insurers been in-

vesti gat ed?

- |Is the society covered against losses arising fromthird party
clains, public liability and enpl oyee di shonesty, as well as
nore obvi ous types of insurance such as vehicles, fire and
theft?

- Does the society make use of its insurer's risk reduction ad-

visory services, inits ow and the insurer's interest?

When the conplete list has been prepared, ask the three or four
soci ety representatives to return. They should sit facing the
rest of the group, and should in turn show them by reference to
the material they have, that they can answer all the |isted ques-

tions satisfactorily.

The session nmay if appropriate be organi sed as a conpetition.
Each of the "contestants"” can be awarded a point if he or she is
abl e satisfactorily to answer each question. The wi nner should be
the conpetitor with the nost points (the instructor's decision as
to whether or not the question has been satisfactorily answered is

final).

Stress to the remaining trainees that the conpetitors were se-
| ected because they were able to bring together a reasonably well

organi sed and conplete set of data about their societies' in-

surance. It is likely that other societies whose representatives
were not able to do this are not so well insured. Al trainees
shoul d ask thensel ves the sane set of questions on their return to
their offices, and shoul d nake appropriate arrangenents to renedy

what ever deficiencies are identified





