
A Letter 
from London

M a r it im e  F raud a Big Problem
Despite a reduction in  the num ber of 

inc idents in  1980, m aritim e fraud is 
s t i l l  a b ig problem, M r. A lfred  Perry, 
a ss is ta n t genera l m anager o f The  
Salvage A ssoc ia tion , London, said 
recently. A nd  it w i l l  continue to be a 
prob lem  w h ile  w o rld  sh ipp ing  is in  
recession. Accord ing to M r. Perry, the 
m a g n itu d e  o f the s itu a tio n  f irs t  
became apparent in  1977, increased 
du ring  1978 and reached a c lim ax in
1979. B u t a lth o u g h  there  was, 
sup ris ing ly , a big reduction in  1980, 
the year saw the biggest fraud o f a ll 
w ith  the Salem case.

S peaking  at a N a tio n a l In s titu te  
se m in a r on m a r it im e  co m m e rc ia l 
malpractices in Cardiff, M r. Perry said 
th a t the great p rob lem  fac ing  any 
attem pt at law  enforcement was that of 
ju r is d ic t io n .  A  c rim e  can be 
co m m itte d  in  one co u n try  against 
v ic tim s in  another by crim ina ls in  yet 
a n o th e r, u s u a lly  in v o lv in g  a sh ip  
registered in  a fourth  country owned 
by a company in a fifth . Police forces 
were helpless in such a s ituation.

O n ly  re ce n tly , he sa id , h is  
a sso c ia tion  • was w a tc h in g , w ith  
tre p id a tio n  the progress o f a vessel 
whose operators were notorious. “ It is 
in c re d ib le  how  these peop le  keep 
reappearing  and opera ting  w ith o u t 
any attempt to hide the ir iden tities ,”  
he said. On a voyage from Europe to 
the  A ra b ia n  G u lf the vessel was 
delayed fo r a suspiciously long tim e in  
the Mediterranean. Then, in form ation  
was rece ived  tha t she was to be 
scuttled; but he d id  not yet know  the 
end o f the story.

G iv in g  some exam ples o f recent 
frauds, he re ferred  to one firm  in  
Brussels that suddenly fo lded in  1978 
w h ile  operating ships from  European 
ports to N igeria. The Belgian police  
w ere  seeking  the  p r in c ip a l in  
connection w ith  sugar sold to N igeria. 
He named three of the ships invo lved  
and said the story about each o f them  
w o u ld  m ake e xce lle n t f ic t io n . . .

‘planes m aking searches up and down  
the A frican  coast. . . a m oon ligh t f l i t  
fro m  A b id ja n  w ith  b land  
a n n o u n ce m e n ts  th a t s u ff ic ie n t  
bunkers had been taken on for South 
Am erica  or the Far East. . . and so on. 
On at least one o f these ships, two  
d if fe re n t frauds  w ere be ing  
perpetrated at the same time.

M r. Perry said that the p rinc ipa l of 
the Brussels firm  had been sentenced 
to im prisonm ent in  Greece in  1979, 
a c c o rd in g  to press repo rts , bu t, 
nevertheless, seemed to be trave lling  
free ly around Europe. Certa in ly he had 
appeared  in  Lon d o n , p re se n tin g  
business cards in  the names o f two 
s h ip p in g  lin e s  and c la im in g  
association w ith  an established firm  of 
ch a rte re rs  at the  same address in  
Piraeus.

A lre a d y  one f irm  o f c h a rte rin g  
brokers had been out of pocket and a 
f irm  o f charterers’ agents had found  
itse lf w ith  a large quantity  of cargo on 
its  hands fo r w h ic h  it had booked 
space and paid over the fre ight, but no 
sh ip  had turned up. In fact, on-board 
b ills  o f lad ing  had been issued but the 
vessel nam ed was v ir tu a l ly  under 
arrest w ith  a legal restraint on her 
bunkers as a result o f dispute over their 
ow nersh ip . M eanw hile, the cargo was 
in c u r r in g  storage charges w h ic h  
someone w o u ld  have to pay.

A no ther chartered vessel from  the 
same so-called sh ipp ing  line  had a 
general cargo for Lagos and other West 
A frica n  ports and, a lthough fre igh t 
was prepaid, the shipowners had not 
received th e ir charter hire. “ They*are, 
therefore, placed in  a position where 
the cargo is the on ly  security available 
to them, but to attem pt to impose a lien  
on cargo in  ce rta in  W est A fr ic a n  
ju risd ic tio n s  cou ld  lead to unfortunate  
repercussions.”

The recently-fo rm ed In ternationa l 
M aritim e  Bureau was acting for some 
o f the cargo, M r. Perry added. He said 
that there were other vessels at present 
e n c o u n te r in g  s im ila r  d if f ic u lt ie s  
under charter arrangements w ith  the 
same firm s and it d id  illustra te  how a 
person cou ld  apparently continue to 
operate in  sh ipp ing  circles despite a 
h is to ry  o f bankruptcies, liqu ida tions  
and c rim in a l convictions. There were 
several o f these people about.
Lost O pportun ities

The  B r it is h  in su rance  m a rk e t’s 
fa i lu re  to grasp the chance o f

deve lop ing future valuable business 
l in k s  w ith  the  em erg ing  na tions  
th rough  education and tra in ing  has 
been condem ned by M r. D av id  
R owland, deputy chairman o f Stewart 
W rig h ts o n , the in te rn a tio n a l 
insurance broking group.

M r. R o w la n d  to ld  an insurance  
conference in  London that leading  
m a rke t fig u re s  sh o u ld  learn  an 
im p o r ta n t lesson fro m  the  
e s ta b lis h m e n t by th e ir  Swiss  
c o u n te rp a rts  o f an in te rn a tio n a l 
tra in in g  school in  Z u rich  “ and the 
w e ll-kn o w n  effect it  has had in  many 
T h ird  W orld  countries.”

The Swiss, he said, had been quick  
to  re a lise  tha t successfu l, fo rm a l 
tra in ing  methods for the ir own local 
sta ff “ cou ld  be applied as a valuable 
m a rk e tin g  a id  w hen  seeking to 
e s ta b lish  th e ir  re la tio n s h ip s  in  
countries o f less sophistication.”

He continued: “ Yet here in London 
we sit w ith  a pool o f knowledge, sk ill 
and expe rience  w h ic h  is eagerly  
sought by every country in  the w orld  
—  and what have we done about it? ”

In the 1950s and 1960s insurance 
companies and brokers occasionally 
accepted trainees from overseas, Mr. 
R o w la n d  sa id . As dem and rose, 
specific  courses tailored to the needs of 
such students were evolved by L lo yd ’s 
and by the C hartered Insurance  
Ins titu te  (the C.I.I.) and its college.

The C.I.I. college had now moved to 
Sevenoaks, Kent, and L lo y d ’s had 
expanded its tra in ing  facilities'. Some 
o f the la rger brokers and insurers  
o ffe re d  s p e c ific  courses fo r th e ir  
co n n e c tio n s , c lie n ts  and p o te n tia l 
clients.

B u t, M r. R ow land  asked the 
conference delegates: “ D id any of you 
go to Surbiton? (the previous location  
o f the C.I.I. college). Have any o f you 
v is ited  Sevenoaks? Have you looked at 
the p h ys ica l c ircum stances o f the 
L lo y d ’s tra in ing  courses?

“ People don ’t want to come from  
N ig e r ia  and K u w a it to w o rk  in  
Sevenoaks. They want to go back home 
h a v in g  expe rienced  tha t u n ique  
s itu a tio n  —  the London insurance  
m arket.”

M r. Rowland said he had no w ish to 
decry the “ admirable efforts”  o f those 
concerned w ith  the C.I.I. College and
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L lo y d ’s courses. B u t anyone w ho  
v is ited  the Z u rich  school w o u ld  notice  
the im portan t difference in  outlook. 
“ Sometimes I despair at our in a b ility  
to seize o ppo rtun ity ,”  M r. Rowland  
declared. “ O ur efforts are w orthy  but 
they do lack v is io n .”

It m ig h t be “ almost too la te” , but 
there was s ti l l  a possible chance o f 
m aking good the defect, he thought, i f  
the w ho le  B ritish  insurance m arket 
“ in ve s te d  in  a w e ll-e q u ip p e d , 
a ttra c tive , in te rn a tio n a l co llege  o f 
insurance, physica lly  situated to the 
centre o f the market.”

Later, M r. Rowland said that the 
need to see that the greatest possible 
share o f each pound  o f p re m iu m  
ra p id ly  reached the risk -b e a re r 
depended on a grasp o f m odern  
technology w h ich  few leaders o f the 
indus try  had yet displayed. He added: 
“ I suggest that the interests of every 
London market po licyho lder w ou ld  be 
in f in ite ly  better served i f  we devoted a 
l it t le  more o f our energy to grappling  
w ith  these problems today and, most 
v ita l o f a ll, seeing that we educate, 
tra in  and em p loy  people w ho  can 
grapple  w ith  these problem s in  the 
future.

“ Insurance in  London  is no t an 
ancient craft industry, it is a modern 
business based on high technology. I 
w ou ld  dearly like  to illustra te  th is by 
exposing the appalling lack o f systems 
co -o p e ra tio n  w h ic h  u n d e rlie s  the  
outward, u n ity  shown hy the market. 
But another paper, another place.”

M r. Rowland^was the fina l speaker at 
a tw o-day conference on the theme 
“ Changing W orld  Insurance Markets 
—  London at Risk?”  organised by C ity  
F inancia l Conference Services Ltd.

Overseas Students in  the UK
A  report issued by the C.I.I. shows 

tha t 639 overseas students received 
tra in ing  in  insurance offices in  the UK  
d u ring  the period January 1, 1980 to 
December 31,1980 compared w ith  628 
in  1979. Seventy-three na tiona lities  
were represented, the USA heading 
the lis t w ith  45 students, fo llow ed by 
Germany (35), Japan (32) and Malaysia 
(28).

The average period o f tra in ing  was 
abou t th ree  m on ths ; 66 s tudents  
u n d e rg o in g  tra in in g  also attended  
courses at the College o f Insurance. #

A .M .P .  S o c ie ty :  R e c o rd  
B o n u s e s

A  record five  d o lla r increase per 
$1,000  sum  in su re d  and e x is tin g  
bonuses in  A.M.P. Society bonus rates 
a ffe c tin g  m ore than  tw o  m i l l io n  
A u stra lia n  po lic ies  has brought the 
S ocie ty ’s bonus levels to the highest 
th is  century.

The actual level o f increase is also 
the h ighest th is century and means 
tha t A .M .P . A u s tra lia n  bonus rates 
have increased by $13 over the past 
fou r years.

The h igher bonus rates w il l  apply to 
po lic ies  in  a ll three classes o f business 
—  o rd in a ry , su p e ra n n u a tio n  and 
co llector. Rates have been increased by 
$5 per $1,000 o f sum insured and 
ex is ting  bonuses. In add ition, a special 
bonus  w i l l  be added to c o lle c to r  
po lic ies  o f approxim ately one quarter 
o f the norm al bonus.

By way o f example, the bonus rate 
on a $50,000 w ho le  o f life  ord inary  
p o lic y  has been increased by 16.1 per 
cent to $36 per $1,000 of sum insured 
and exis ting  bonuses. The rate for an 
e n d o w m e n t insu rance  p o lic y  
m aturing  at age 65 is $37.50 —  an 
increase o f 15.3 per cent.

H igher bonus rates are available on 
superannuation polic ies because the 
S o c ie ty ’s in ve s tm e n t incom e in  
respect o f th is class o f business is not 
subject to income tax. The rate, for 
example, on a $50,000 superannuation 
w h o le  o f l ife  p o lic y  is $45.50 per 
$1,000 as .com pared  w ith  .$3.6 per 
$1,000 on the corresponding ord inary  
p o licy .

In  a d d ition , the rates o f te rm ina l 
bonus, p io n ee re d  in  A u s tra lia  by 
A.M .P. eleven years ago and doubled 
last year, have been further increased 
by one quarter. The term inal bonus is a 
d is tr ib u tio n  o f capita l appreciation in  
the  S o c ie ty ’s inves tm en ts  to 
p a rtic ipa ting  po lic ies —  five years or 
more in  force —  w h ich  become claims 
by death or m aturity .

H ow  a P o licy Benefits
The effect on p o licy  benefits o f the 

h ig h e r bonus rate is illu s tra te d  by 
com paring the m a tu rity  value o f an 
e n d o w m e n t insu rance  p o lic y ,  
assum ing that the rate just announced 
or the previous rate applied over the 
p o lic y  term.

I f  the po licy  was taken out at age 25 
next b irthday fo r a 40 year term and 
w ith  an annua l p re m iu m  o f $470  
p ro v id in g  an im m ediate death cover of 
$20,000, the benefit payable after 40 
years w o u ld  be $87,206 on the new  
rate or $71,884 on the previous rate. 
These amounts w ou ld  be increased by 
the a d d ition  o f the term inal bonus.

Tax Paid A dd itions
Bonuses are tax-paid additions to 

life  insurance policies. The real value 
o f p o licy  benefits is h igh ligh ted  when  
compared w ith  the earned return on 
other forms o f investment. The return  
on the above p o lic y  illu s tra t io n  is 
equal to a taxable investment y ie ld ing  
9.5 per cent for those on a tax rate o f 32 
cents, 12 per cent for those on a tax rate 
o f 46 cents, and 16.2 per cent for those 
on a tax rate o f 60 cents in  the dollar. 
These rates w o u ld  be subs tan tia lly  
increased i f  they applied to the same 
in v e s tm e n t in  a se lf-e m p lo ye d  or 
personal superannuation fund. Both 
investm ents w ou ld  be increased by the 
a d d ition  o f term ina l bonus.

O ther forms o f investment do not 
prov ide  life  insurance protection as 
w e ll as the investment return.

Discussing the bonus rates, A.M.P. 
general manager, Mr. A. W. Coates, 
said, “ Successive years o f markedly  
increased  bonuses are a c lear 
ind ica tio n  o f the grow th potentia l of 
the Society’s investment portfo lios.

“ For many years the Society has 
stated its be lie f that membership, as a 
po licyho lde r, has been the best means 
fo r the ord inary  saver to get a stake in  
w hat happens in  the immediate and 
long term  developm ent o f Australia.

“ O u r in ve s tm e n t p o r t fo lio ,  
in c lu d in g  o rd ina ry  shares, resource 
ve n tu re s  and p ro p e rty , has been 
developed in  a sustained fashion over 
m any years, pa rticu la rly  during  the 
60s and 70s to become the source of the 
substantia l ‘d iv id e n d ’ we are able to 
announce for po licyho lders th is year.

“ The bonus performance over the 
p re v io u s  three years has no t gone 
unnoticed by those interested in  life  
insurance not on ly  for protection, but 
as a va lu a b le  in ve s tm e n t. T h is  is 
in d ic a te d  by the fact th a t new  
prem ium  income from  sales o f A.M.P. 
life  insurance in  1980 increased by 
27.3 per cent over 1979” , said M r. 
Coates. #

This article reprinted from “ The Insurance Record”  April 1981
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