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INTERNATIONAL PRESS CONFERENCE
MANILA NEW YORK
MALACANAN PALACE March 17, 1955 WAILDORF-ASTORIA
NATTONAL PLANNING ASSOCIATION - PHILIPPINE AMERICAN LIFE INSURANCE CO.

Previous to the attached "Press Question Period,” the following addressed
the International Press Conference:
FROM NEW YORK

Mr. Christian A. Sonne
Chairmen, National Plsnning Association

Mr. Charles J. Symington
Chairman, Policy Committee, National Planning Association

Mr. William S. Youngmen, Jr.
President, C. V. Starr & Co., Inc.

Brig. Gen. Carlos P. Romulo
Special Representative to the United States of the President of the
Philippine Republic.
FROM MANIILA

President Ramon Magssyssay

Those participsting in the "Question Period" were:

NEW YORK
- PRESS
Mr. Christian A. Sonne Mr. Malcolm Mulr, Jr., NEWSWEEK
Mr. Charles J. Symington Mr. Mark Stroock, TIME
Mr. W. F. Bramstedt Mr. W. W. Chaplin, NBC
President, California Texas 0il Co. Mr. Robert Gowe, ASSOCIATED PRESS
Mr. George F. James Mr. Gilmore Iden, U.S. NEWS AND
Director, Standard Vacuum 0il Co. WORLD REPORT
Mr. Jolm Lindeman, Moderator Mr. Jemes Partridge, LIFE ASSOC. NEW:
Author of NPA Report on Philamlife Mr. Saul Sanders, BUSINESS WEEK
Mr. Robert Mitchell, NATIONAL
UNDERWRITERS
Mr. Ralph Teatsorth, UNITED PRESS
Mr. Richard Lindabury, HERALD
TRIBUNE
Mr. William McGaffin, CHICAGO DAILY
NEWS

MANTLA

President Remon Megsaysay
Mr. BEarl Carroll
President, Philippine American Life Insurance Co.
Mr. R. V. del Rosario
Vice President, Phllippine American Life Insurance Co.
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C. J. Symington:

John Lindeman:

Malcolm Muir, Jr.:

NEWSWEEK

President
Magsayseay:

Gilmore Iden :
U.S5. NEWS AND
WORLD REPORT

President:
Magsaysay

We (in New York) have established a panel of news-
paper, magazine and radio representatives who are
now in their plsces. They will ask the written
questions which we have received. This pancl will
be conducted by John Lindeman, the author of the
report being released tonight on the Philippine
American ILife Insurance Compeny of Manila. Now
Mr. Lindeman will take over.

Are you ready Manila? We have a group of press,

radio and news magazine correspondents here. After

I have introduced them, we will get on to the questions.
First there is Mr. Malcolm Muir, Jr., of NEWSWEEK
magazine. Next to him Mr. Mark Stroock of TIME mag-
azine. Then there is Mr. W. W. Chaplin the well known
NBC commentator, Robert Gowe of the ASSOCIATED PRESS
and Gilmore Iden of U,S. NEWS AND WORLD REPORT. James
Partridge of LIFE ASSOCIATION NEWS, Saul Sanders of
BUSINESS WEEK, Robert Mitchell of NATIONAL UNDER-
WRITERS, Ralph Teatsorth of UNITED PRESS, Richard
Lindebury of the HERALD TRIBUNE and Williem McGaffin,
CHICAGO DAILY NEWS. Our first question will come

from Mr. Muir of NEWSWEEK.

Question to President Magsaysay

To what extent does the Hukbalahap movement threaten
the security of American capital invested in the
Philippines?

The security of American capital invested here rests
upon the stability of the Republle.. -Huks no longer
present any serious threat to that stability.

Question to President Magsaysay

Article Two of the Southeast Asia Collective Defense
Treaty states that "the parties will develop their
individual and collective capacity to prevent and
counter subversive activities." How does the Philip-
pines plan to implement this clause?

Philippines' implementation of this phase of the
Manila pact consists of a continuation of the methods
we have already tested and proved successful; military
measures to establish peace and security, plus social
and economic measures to give our people the reality
of democracy.

Approved For Release 2002/11/13 : CIA-RDP80B01676R001100080013-0



Approved For Release 2002/11/13 : CIA-RDP80B01676R001100080013-0
-0 -

William McGaffin : Question to President Magsaysay
CHICAGO DAILY NEWS

Wwill further industrislizastion in the Philippines tend
to remove the causes of Hukbalahap discontent?

President: Industrialization will help us to demonstrate a steadily
Magsaysay rising standard of living which is the best snswer to
Communist lies.

Manila: Question from Manils to Mr. Somne

There are already e substantial number of Americen forelgn
investments in the Philippines that have proved profitable
and many of them are in the process of re-investing for
the purpose of further expansion. In the light of this
experience, what is holding back others interested in
coming to the Philippines?

Mr. Sonne: Generally speaking, an American figures that when he has
invested some capital some years ago, he doesn't need the
development at home. When 1t comes to new investments,
there are two angles to it, one is what return he expects
to get and the other is safety. Now in regard to return,
there we must remember that unlike Britain and France in
the old days which were very highly developed countries
that couldn't expect much return on their capital at
home, the United States is in a sense still a lesser
developed country; that means that capital, still can
yield satisfactory return. This is more the case in
the United States in this last decade, where due to war,
due to the fact that we helped foreign nations through
Marshall Plans or otherwise, we did in a sense postpone
improvement at home and so we have been going through a
period in which capital can be used very constructively
at home. I'm not talking here about caplitel that goes
into government bonds, but capital that will go abroad
which we here call venture capital. It is to be hoped
that within a short time we will have caught up with all
these delayed developments and that then there will be
more of a chance of constructive development capital
going asbroad. That is, in so far as returns of capital
is concerned. But in so far as safety is concerned, the
essential thing is that from the average investors point
of view conditions all the world over seem to be less and
less secure. That is & thing which we cannot blame the
Philippines or the United States for, that's a world
condition and we can also only hope there that world
conditions will become so stable that the last bulwark
against sending large sums of cepital sbroed will disappear.
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Robert Gowe :
ASSOCIATED PRESS

Presldent:
Magsaysay

Robert Mitchell:
NATIONAL UNDERWRITERS

Mr. Carroll:

Ralph Teatsorth:
UNITED PRESS

President:
Magsaysay

Richard Lindabury:
HERALD TRIBUNE
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Question to President Magsaysay

If American private capital is invested in Philippine
industry, will any of the goods produced from that
investment flow into trade with Communist countries?

Our policy against trade with Communist arees has been
consistent and well implemented.

Question to Mr. Carroll in Manila

Do the operations of Philamlife touch the lives of the
poorer classes in the Philippines?

In our sales operations we seem to reach the poor as well
as the rich and the rapidly increasing middle class. Our
average policy is the equivmlent of $1,500 which isn't very
much. We expect an increasing percentage to come from our
low income group here in the Philippines, especially with
the growing popularity of group insurance. In our invest-
ment operations, priority is given to those mortgage loans
and industrial projects which involve new construction and
therefore provide employment for labor. Our housing opera-
tions provide employment for labor both in construction and
in manufacturing trades. But the houses when completed
touch the poorer class only to the extent that they relieve
pressure on housing facilities.

Question to President Magsaysay

The flow of American private capital long-term investment
abroad has been disappointingly small since the end of
World War II. Msjor impediments to this flow have been
the fears of our businessmen of expropriation, political
instabillity, discrimination in tax and other matters, and
insbility to remit & reasonable return and to ultimately
repatriate the capital invested. What assurances in these
respects does your government plan to give the U. 5. long-
term investor in the Philippines?

These fears do not apply to the Philippinea. American
investors already established here have found that other
obstacles are overcome as they arise. This administration
is now making every effort consistent with the nation's
economic security to esteblish, by legislation, the invest-
ment climaete American investors seek for their capital.

Question to President Magssysay

With many areas of the world asctively seeking U. S. private
investment and offering it special inducements, do you feel
the Philippines offer comparable attractions?
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President: We feel we offer superior attractions. For example, the
Magsaysay traditional friendship and cooperation between our peoples

and the great advantage of the wide-spread understanding
of the English language here.

W. W. Chaplin: Question to President Magsaysay
NATIONAL BROADCASTING
SYSTEM Firstly, to what extent does your government think the

Philippines should become industrialized, secondly, what
new industries sre most needed, thirdly, how much new
capital 1s needed for this?

President: In a developing economy no fixed limit can be set for the
Magsaysay extent of industrislization. As we modernize and diversify
our agricultursl economy, we open new markets, and new
areas of industrialization will sppear as logical outgrowths
of our expanding economy. Industries most needed are those
which create new weaslth from latent resources and those
adding velue to our traditional agricultural products.
The amount of new capital we can absorb and the rate of
ebsorption depends upon the trend of world-wlde economic
conditions and can be estimated only as we proceed.

Menila: Question to Mr. Symington

Americen capital in the U. S. has found that money spent
on general scientific research is profitable in the long
range development of its investment. Is American capital
willing to carry this same practice into the Philippines?

C. J. Symington: Instead of answering that question myself, I'm going to
ask two important industrialists with us this evening to
snswer 1t, as I think they are better qualified to do so.
I'm first going to ask Mr. Bramstedt, President of California
Texas 0il Company if he would like to answer that questionm,
on behalf of American industry.

Mr. Bramstedt: Indeed I would. It can be safely said that Americen capital
will continue to be most interested in investment possibil-
ities in the Philippines. New investors as well as the
American companies slready active in the Philippines, may
be expected to be more than willing to carry out the
sclentific research needed to make thelir operations in
the Philippines efficlent and fully effective. They will
be seeking the best means of perfecting processes eand
methods that will produce the greatest benefit to the
enterprises with which they are concerned and to the
Philippine economy.

C. J. Symington: Thank you Mr. Bramstedt. I would now like to ask Mr. George

Jemes, Director of the Standard Vacuum Oil Co. if he also
would like to answer that question on behalf of his company.
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Mr. James:

C. J. Symington:

Saul Sanders:
BUSINESS WEEK

President:
Magssysay

Mark Stroock:
TIME

President:
Magsaysay

James Partridge:
LIFE ASSOCIATION
NEWS

Mr. Cerroll:

Mr. 42l Rosario:
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I entirely concur in the remarks which Mr. Bramstedt has
Just made and T would like to add perhaps one further point.
Many American business enterprises carried on in the
Philippines, now receive the benefit of general scientific
research conducted by their parent organizations in the
United States. In addition to this immediate benefit, which
flows through the business enterprise into the general
eccnomy of the country, the American investor who can look
forwerd to a long period of productive amctivity will assur-
edly welcome the opportunity for scientific ressarch within
the Philippines on subjects of special interest to that
country.

Thank you Mr. James and I hope these two very clear answers
are satisfactory to Manila.

Question to President Magsaysey

As industrislization in the Philippines progresses, what
changes in Aslan trade patterns do you foresee?

By the reduction in cost of consumer goods and better
strategic placement of our consumer market they should be
conslderably broadened.

Question to President Magsayssy

A proposal was recently advenced for the formation of an
investment trust by small individuel U. S. investors which
would invest in long-term projects in Latin America. Would
such an investment trust be welcome and find profitable
opportunities in the Philippines?

Such trust will be welcomed in the Philippines and we
believe they would be profitable.

Question to Mr. Carroll:

What is the future of Life Insurance business in the
Philippines expressed in terms of population insurable
but still uninsured?

Refers question to Mr. R. V. del Rosario, Executive Vice
President, Philippine American Life Insurance Co.

The potential for the insurance business is ‘tremendous here
in the Philippines with only 2% of the population insured.
The life companies have only scratched the surface. We
feel that within 10 years or even less this peréentage can
be .easily doubled. Our own plan calls for a 100% increase
in insurance in force in 10 years or less and an equal
increase in the number of policy holders. We believe that
other insurance companies will be able to do the same.
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C. J. Symington: We have now come to the end of the time alloted to us
on this circult, so we will have to conclude. May I
agein thank everyone, both here and in Manila, who
headed these conferences, and all the technicians at
both ends of the line who contributed to meking this
international hook-up possible. Thank you and good
night to everyone in New York and good morning to
everyone in Manila.
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&he New York Times

MARCH 27, 195

YANKEE INSURANCE 1) MANILA

The recently published report of
;the National Planning Association
on the operations of the Philippine
American Life Insurance Company
shows dramatically that the opera-
tions of United Htates companies
abroad can be both protitable and
profoundly influential in building
goodwill for this country. In fact,
the experfence of this concern would
seem o prove that the greater the
goodwill the sounder is the invest-
ment, That this demonstration is
being made in the most sensitive
and dangerous srea for the ‘peace
of the world at the moment ig espe-
cially significant.

The key to the company's success
has been Its conscious effort to aid
the economic and social advance-
ment of the Philippine people—to
become a genuinely Philippine in-
stitution, While its original capital
came from the United States, the
company is a Philippine corporation
Subject to Philippine laws and al-
most exclusively staffed by Fili-
pinos, whose pay and working con-
ditions are exceptionally good.

The company’s operations en-
hance Philippine welfare in two
specially striking ways. It furnishes
2 much needed mechanism for the
systematic savings of the popula-
tion, and it invests a large propor-
tion of the procesds in projects both
financially and humanly productive,
Such as modern low-rental housing
developiments.

This report {g the third in a serfes
of N, P. A, “case studies” of United
States business performance abroad.
They 1M1l in the colorful details of a
picture in biting contrast both to
the caricature of American imperial-
ism which the Communists have
created and to the realities of Com-
munist dealings with nations they
control. These reports deserve wide
reading, especially by business men
and investors with interests over-
seas,

—
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MARCH 19, 1955

American Business Perfoymance ABroad

The record of an Angrican company
fn the Philippines is- the subject of a
new case study put out by the National
Planning Association. The purpose of
the N. P. A, studies is to show, by spe-
cific example, how private American in-
vestments can serve the interests both
of foreign countries and of Amecrican
investors. In this instance the Philip-
pine American Life Insurance Co.
(Philamlife) was selected as having at-
tained a high degree of integration in
the Philippine ecconomy and having
been widely accepted by the Philippine
people as & contributor to the national
welfare.

Philamlife, almost wholly owned by
an American life insurance company,

‘operates solely in the Philippines and

employs, except in four cxeculive posts,
solely Filipinos. Its policy holders are
largely Filiplnos of medium income,
most of them interested in lifc insur-
ance as a method of saving. Its real
estate investment program has provided
housing for middle-income Filipino
familles and made a start on commer-
cial-industrial building. The effect of
these operations has been to ecacourage
thrift and stimulate industrial activity
without interfering with Philippine pat-
terns of living.

How successful this program has been

,was clearly shown at an international

press conference sponsored by the N. P.
A. on Thursdag® cvening. President Ra-
mon Magsaysay, speaking by telephone
ifrom Manila, had warm praise for the
existing pattern cf Philippine-American
economic co-ope.ation ang expressed
the hope that it would be greatiy en-
largeqi{H¢ is convinced that the Amerl-

can spirit of free enterpMse, directed
with economic statesmanship through
forcign investment channels, can play a
decisive role in the battle for freedom
and democracy .n Asia, By emphasizing
the importance of mutual confidence in
the rejation between foreign countries
and the American investor—underlined
also by Gen. Carlos P, Romulo on Thurs-
day—the N. P. A, is fostering preciscly
the sort of economic statesmanship that
Mr. Magsaysay desires and the times
demand.
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United States Business Performance Abroad

FIRST CASE STUDY
SEARS, ROEBUCK DE MEXICO, S.A. May 1953. 88 pp. $1.00

SECOND CASE STUDY
CASA GRACE IN PERU. November 1954. 112 pp. $1.00

THIRD CASE STUDY
THE PHILIPPINE AMERICAN LIFE INSURANCE COM-
PANY. March 1955. 94 pp. $1.00

Printed by photo offset by
Carmele & Bauermann, Inc., Manila, Philip;ines

Permissior: to quote is granted provided credit is given to the
National Planning Association
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MALACANANG
MANILA

September 9, 1954

Dear Mr. Symington:

I am happy to learn of the study that the National Planning
Association has been making of The Philippine American Life In-
surance Company. This company has dramatically and profoundly
demonstrated how a foreign-owned company in the Philippines can
advance its own interests by sincerely identifying its objectives °
with the aspirations of the Filipino people and contributing its share
to national progress and welfare.

We in the Philippines are keenly aware of the material
benefits private foreign capital has brought and will bring to our
country. We are rebuilding and gaining new strength with the
valuable assistance of foreign investments, largely American.

We know that our young country vitally needs increasingly greater
amounts of this type of investment to develop our resources and
train our people in the modern skills so necessary to the improve-
ment of our standard of life.

The NPA study of the operations of The Philippine American
Life Insurance Company will be useful to other American companies
who may be interested in investing in this part of the world. It will
also be of great interest to people outside the United States who
could benefit, as we have, from the operation of progressive Ameri-
can enterprises in their countries.

Sincerely yours,

Mr. Charles J. Symington
National Planning Association
Washington, D. C.
U. S. A.
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PREAMBLE
T0

THE PHILIPPINE AMERICAN LIFE
INSURANCE COMPANY

-
r HE THIRD STUDY in this series on United States business per-
formance abroad takes us to the Far East and happily to the Republic
of the Philippines, that young democracy which the United States
helped to launch and of which this country is justifiably proud.

The Philippines have had a quite different political and social
history than their Asian neighbors. Several centuries of Spanish rule
and a half century of close association with the United States have
given a western approach to the working out of their economic and
social development. The Spanish christianized the Filipino and
firmly implanted the Catholic Church as the dominant religious and
cultural influence in the islands. Under the protection of the United
States came the opening up of the avenues of trade and industry with
attendant individual opportunities to acquire industrial and profes-
sional skills.

The land, the family, and religious faith are the three major
fcrces that guide the Filipino in his rational search for an improved
standard of living. In contrast to so many underdeveloped countries,
the combination of these vital forces has not created an extreme na-
tionalistic credo directed to the false premise that the national wel-
fare would best be served by driving out the foreigner and the re-
Jestion of previous ideological and political influences. The Filipino
reaches out for, and welcomes, foreign technology, investment funds,
and business enterprises which help him attain benefits for the family,
the community, and the nation as a whole.

Personal savings are a most important factor in a nation’s internal
economic development, and financial institutions that promote per-
sonal savings and invest them in the country's econoray are particu-
larly useful agencies. The Philippine American Life Insurance Com.
pany is such an institution. The role of this progressive life insurance
company in promoting capital formation and in making direct invest-
ments in the well-being of the host country made it an excellent case
for this series of studies of U.S. business performance abroad. In

vl
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selecting this company, however, we are nonetheless mindful that
many other United States owned and managed enterprises in the
Republic of the Philippines would have demonstrated the principles
of our series equally as well.

To say that Philamlife pioneered this or that idea is not the point
of this study. Undoubtedly, the passage of the Philippine Insurance
Act in 1947 shaped many of the Philamlife policies and achievements
which are pointed to with pride by company officials and employees.
The important point is that Philamlife is making the most out of the
legal and economic framework in which it must operate. Certainly
the company has recognized the basic needs of the Filipino and has
used drive and imagination in fostering, directly or indirectly through
its investment policies, enterprises that contribute to the economic
development, and housing projects that raise the standard of living of
the urban Filipino.

An important contribution to the success of Philamlife is the un-
usual prestige it enjoys due to its Chairman, Paul V. McNutt, the
popular and successful U.S. High Commissioner to the Philippines in
the prewar years, and later the first U.S. Ambassador. Mr. McNutt
had long been identified with those who worked for a realization of
the legitimate political, economic, and social aspirations of the Fili-
pinos. It is only a natural result that he is held in high personal
esteem by Filipinos of all ranks in life.

Frequently the telling of the business success of financial insti-
tutions is by the very nature of their operations likely to be on the
dull side. The Philamlife story, as told by John Lindeman, is far
from prosaic despite the overtones inevitably accompanying the de-
scription of a job very well done indeed. Mrs. Naty Osorio Aguinal-
do, Dean of the College of Education of the Philippine Women’s
University, gave most valuable collaboration to Mr. Lindeman in the

preparation of this study.

EUGENE W. BURGESS
Director of Research
December 1954
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*
THE PHILIPPINE AMERICAN
LIFE INSURANCE COMPANY
by John Lindeman

with the collaboration of

Naty Osorio Aguinaldo
*

L

Introduction

r][;m NEW REPUBLIC OF THE PHILIPPINES has been called
the United States show window of democracy for the Orient.
Most of us are proud of our show window. To us it is
living proof that the United States has not been an imperialist
power. From the very beginning in the Philippines we made
it clear that our mission there was to build up the political,
economic, and social structure of the Islands to the point that
the Filipinos could stand on their own in the modern world —
and from the very beginning we demonstrated our sincerity in
concrete ways, as well as in words. President McKinley’s
promises of occupation in the interest of the Filipinos and not
of the Americans were followed by a migration to the Philip-
pines of teachers and doctors by the boatload, and not of car-
petbaggers. Our emigrants went out into the provinces and
into the “native” districts around Manila as pioneers, not to
make their fortunes but to start the long, long process of edu-
cating a people handicapped by three hundred years of Span-

1
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ish colonial rule in the skills and the responsibilities needed for
independence in the modern world. As early as 1916 our Con-
gress promised independence to the Philippines as soon as the
Filipinos could establish a stable government, and in 1934 we
jointly agreed on Commonwealth status looking forward to
complete independence by 1946. In spite of the disruptions
created by the second World War, we kept our word, and on
July 4, 1946, we formally gave up our claim to the Philippines,
leaving a new nation behind us.

The Philippines were our protege. The Republic of the
Philippines became our grown up son. We wers proud of the
way we had raised the child, and we were anxious to do any-
taing we could to make him a success in manhood. For the
Fhilippine Republic effectively gives the lie to those who would
like to make the world believe that we seek not peace, but
domination; and, in our opinion, our concrete actions in the
Fhilippines should demonstrate to all of South and Southeast
Asia that our friendship is traditionally offered with sincerity,
and with a genuine interest in the independence and well-being
of the people to whom we extend it.

This is the way we see it, from the stardpoint of the
p2ople who had a big hand in arranging the show window and
who, therefore, are apt to gloss over all but the most pleasing
of the effects that our efforts have created. J:ut those who
are looking through the glass from the other direction — as
observers, and not as past participants — may nat see it exactly
tkat way. The most important of these observers are the
other nations of Southeast and South Asia. Mosi of them, like
the Philippines, have recently attained independence from West-
ern colonial rule, and they don’t worry too much about the dif-
ferent ways in which it was attained. That which is good in
the Philippines, they will reason, is because of independence.
Tnat which is bad is due to the many years of colonialism

Spanish? American? What difference does it make? Except
that the American was the most recent.) And furthermore, they
say, American domination in the Philippines has ceased only
in a formal way,

To a certain extent this is true. We clearly have more
influence in the Philippines than has any other country, and
th2 Filipinos look to us more than they do to anyune else. Our

2
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trade is still dominant in the Philippines, and it is likely to
remain dominant for a good many years. We are the best cus-
tomer for coconut products, sugar, and abaca. We are the
principal suppliers of consumer goods and capital goods. The
“Coke” dispenser is as much in evidence in Manila as it is in
New York; soap operas straight out of Cincinnati and Jersey
City fill up the morning time on the radio; most of the cars
come from Detroit, and they run on American gas. With
minor differences, the Philippine Armed Forces even wear in-
signia just like ours.

More fundamentally, some of the more basic institutions
of the new Republic are patterned after ours. The constitu-
tion is very much like ours, though modified to fit Filipino
needs; the separation of powers among the executive, legisla-
tive, and judicial branches of government, elections for a fixed
term, the existence of a detailed Bill of Rights, all are products
of the American influence although in operation there are
some significant differences in the relation of the government
to the individual and to his property. Similarly, the educa-
tional system reflects organization and practices in the United
States. And English is the universal language.

Most of this heavily weighted American influence is a
natural consequence of fifty years of sovereignty over the
islands which ended in a friendly and mutually satisfactory
way. It is only to be expected that strong diplomatic, military,
trade, and business ties would persist beyond the colonial pe-
riod and into the period of Philippine independence. But, na-
tural or not, the persistence of these ties means that, in the
eyes of the Filipinos and of the other peoples of Asia, the
influence of the United States on major trends of Philippine
development did not end in 1946, when Philippine independence
became a fact.

Thus, we cannot rest on our laurels. It is not enough
that we have already demonstrated to ourselves that when in
the position of leading people less advanced economically than
ourselves, we do try to lead them to self-respecting and self-
supporting independence. Because, for so many of the observ-
ers, the demonstration has not yet been completed.

3
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Although our government-to-government: ~elations are ex-
ceptionally cordial and friendly, they are nevertheless those of
one sovereign nalion towards another. Consegiently, the direct
actions of the United States Government wit: respect to the
Philippines are of an entirely different order of effectiveness
than they once were.

For these reasons it is especially interestiiig and pertinent
to look into the way in which private American enterprises
conduct themselves in the Philippines, becaug: so very much
depends upon the way in which their conduct is accepted and
interpreted not cnly by the people of the Pli;?iippines, but by
the people of Asia in general.

To anticipate what follows one gets the digtinct impression
that, with some inevitable exceptions, American enterprises in
the Thilippines conduct themselves in a way wkich corroborates
the assumptions of this series of Case Studics. That is, in
the normal course of conducting their affairs g.ong sound busi-
ness lines, they are makirg a distinet and posit:ve contribution
to the economic #nd social progress of the Philippines. There
is evidence that this characteristic of Amnierie; n-owned cnter-
prises in the Philippines is sufficiently widesp: =ad so that the

conclusions of this Case Study — which deal: in detail only
with The PhLilippine American Life Insurance Company, a com-
pany that rates kigh on practically &ll counts; —— can also be

applicd with only minor modifications or add:d emphasis to
ui0st of the other American companies with suustantial opera-
‘Yions in the islands, and which are United St .tes owned and
sperated.

4
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IL

Perspective on the I’hilippines

To CONSIDER the contribution being made to the Philip-
pines by The Thilippine American Life Insurance Company,
it is necessary first to get a quick perspective on the Lepublic
of the Philippines as it is today — and especially on those
aspects of Philippine problems which a life insurance compa-
ny could, within reason, be expected to affect in one way or
another.

The generalizations {hat are usually applied to ex-colonial
countries foday, and cspecially to those in South and Southeast
Asia — can also be applied to the Dhilippines. Most of the
people are poor; nationalism is a potent political force; there
are not enough people with managerial and executive ability;
and the popular demand for rapid and concrete improvement
is strong. All of these things can be said about India and
Indonesia, about Pakistan, Burma, and Ceylon — and about
the Philippines.

In some respects this generalization is moderated in tihe
Philippines. The people, though poor, are not among the
poorest; in particular, the tropical abundance of {ruil, fish,
and shelter material lieeps many of them from abject want.
Nationalism clearly does not reach the extreme form that it
does in some other Asiatic countries largely because both of-
ficial and individual Filipino attitudes towards America, ihe
ex-colonial power, are genuinely friendly. The shortage of
managerial and executive skills is less severe than elsewhere.
But on the last point — an impatience to get results quickly
— there is no moderation at all. Especially now, under the
new government of President Magsaysay, the Filipinos want
to go places fast, and the American businessman who wants
to make a success in the Philippines must go along with them
— or, better still, lead the way.

5
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Where they want to go, of course, is in the direction of
a higher standard of living, and away from a!l vestiges of
colonial dependence.

The pattern of progress so far has been the not unfamil-
iar one of immediate postwar recovery on a shaky foundation,
followed by a financial crisis (1949-50 in the Philippines),
which in turn led to the sobering realization th:t sound and
substantial progress requires a long-range look at economic
policies and programs, and that it also requires the will and the
means to take the necessary actions. There is no need here
to give the details of the postwar experience. I is more im-
portant to see how the Filipinos evaluate their present prob-
lems, and the Magsaysay regime’s chances of finding some sort
of solution to them.

A PFILIPINO “SPOKESMAN” LOOKS AT
CURRENT PROBLEMS

SUPPOSE YOU WERE ABLE to tulk to a good
crcss section of well-informed Filipinos: business and profes-
sional men, government leaders, social scientists. And suppose
you asked them to give you a rundown of the current problems
of the Philippines. The answers you would get would not, of
course, be entirely objective, but they would be es;}ecially reveal-
ing and pertinent because they would show a lot ahout the Fili-
pirios’ own aspirations. This is one of the things that anyone
doing business in the Philippines has to know about.

Suppose you found such men and asked them such a ques-
tion. The composite answer, which we can attribute here to
an imaginary Filipino “spokesman,” would go somewhat as fol-
lows:

“First you must remember that the Philippines are pre-
dominately agricultural. The casual visitor to Manila is apt to
miss this point because Manila is so strictly arban and its
population is so dense. But only 10 percent of our people live in
and around Manila, and we have only two or three other popu-
lation centers that can really be called cities. : Seventy-five
percent of our population is truly rural, and 70 percent of our
labor force is engaged in some sort of agricultural activities.
Mcst of the social and economic problems facing Magsaysay

6
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and his government are basically rural and agricultural proh-
lems. They have their roots in centuries of tradition, in es-
tablished land tenure systems, and in deep-seated habits of
farming techniques. The problems are old ones. Only the de-
termination to do something about them is new.

“No, wait a minute, that wasn’t fair of me. There have
certainly been determined efforts to cope with these problems
in the past, and to some extent they have succeeded. The really
new thing this time is that for once the great majority of the
people think that in fact conditions will be considerably better
for them, and in the near future. This has me worried, be-
cause I think it would be tragic if the people began to expect
the impossible, and then were disappointed. We will do the
best that we can, but none of these basic problems can be
solved overnight.”

AGRICULTURE, HEALTH, AND EDUCATION

“I’LL. COME BACK to this point later. But
first, let me give you a quick outline of the problems, taking
up agriculture first.

“Most of our farms are small — less than 10 acres on
the average — and far too many people have to try to make a
living from each one. The average rural household has six
people; six mouths is a lot to feed from 10 acres. Also, as
you can well imagine, 10 acres doesn’t keep many people very
busy ; consequently we have a lot of rural unemployment. Es-
timates go up as high as 25 and 30 percent. As for under-
employment, I saw a statement a few days ago, which I be-
lieve, that farmers are gainfully employed only between 175
and 200 days a year, and that rural nonfarmers get an annual
average of 200 to 250 days of work. This, of course, adds up
to a very low family income -— with the frustration of want-
ing to make more money and of having time on your hands but
nothing profitable to do with it.

“Except in the case of some of the commercial crops, such
as sugar cane, copra, and abaca, our farming methods are not
as modern as they ought to be. For example, commercial fer-
tilizer was hardly used at all before the war; also, it is com-
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mon practice to thresh rice with human or carabao feet, or
both, and to winnow it in the wind, You lose a lot of rice
that way. Double cropping — or planting a suppiementary crop
after the rice harvest in regions where double e¢ropping is not
passible -— is still infrequent. We don’t use the new insec-
ticides and weedkillers as much as we should. I would say
conservatively that our technicians (who have learned very
much from you Americans) know of ways to get much more
o1t of existing farms with very little more work and very
little additional capital. They are making headway in spread-
ing their knowledge, but it is a slow process, because they
have so very many people to reach, and they have so much
tradition to combat.

“Also, I'm afraid, in many cases they have fo combat the
farmers’ lack of interest in improving the output of the land -
uider present conditions. This is because of the land tenure
system in some parts of the islands. For the :Philippines as
a whole, tenants and agricultural laborers account for 70 per-
cent of the people engaged in agriculture — about 40 percent
tenants and 30 percent laborers. Thus nearly three out of
every four people who make their living from the land own
none of it. The laborers work for wages, and the tenants
work their way deeper into debt. It’s little wonder that they
are not too enthusiastic about advanced farmimg methods.

“Tenancy, of course, is a very complicated thing. Some-
times the system is good and fair, But in some cases it is
nothing more than debt peonage, and we have to bear in mind
ccnstantly the fact that in the areas of heaviest tenancy, there
is also the greatest incidence of dissatisfaction which the Com-
munists so well exploit. For example, in Pampunga Province
in Central Luzon — where the present Huk strongholds are —
88 percent of the farms are run by tenants. ’

“There are some more down-to-earth things you have to
realize, too. For example, the transportation system in the
ccuntryside is far from adequate. There is at least one agri-
cultural expert in Manila who will advise you and your FOA
Mission to stop trying to increase agricultural output until
farm-to-market roads are built where they are needed: accord-
ing to him, the increased production will simply rot on the
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farms for lack of a way to get it to market. I think he exag-
gerates, but it does give you something to think about.

“Health is a problem too. In spite of the improvements
in the past few years, we still have to rely on herb dectors
and midwives for most of the population; the TB rate is high;
around three-fourths of our children have intestinal parasites.

“And education: Here again there hag been improve-
ment, but still 40 percent of our people over the age of ten
can neither read or write, and school attendance beyond the
fourth grade is still uncommon in the rural areas.

“Finally, take sanitation. Over half of the total popula-
tion of the country does not have safe water or sanitary
sewage disposal. Do you kunow, I think Magsaysay's greatest
appeal in the campaign was his concern over water supply
to the barrios — our rural villages — and his pledge to put
the government behind a really widespread program to drill
artesian wells all over the islands.”

At this point, if he were interrupted with the observation
that the picture, though depressing, is no worse than in any
country in Asia, our composite spokesman would probably
frown in quick annoyance and give, for a Filipino, a fairly
sharp answer:

“We aren’t talking about just any country in Asia,” he
would say. “We're talking about the Philippines.” Then he
would catch himself and explain, “Excuse me, I didn’t mean
to be impolite. But you must realize that after fifty years
of association with the Americans, we aren’t satisfied just
to keep up with our neighbors; and considering both our Span-
ish and American heritage, we should not be judged by our
neighbors’ standards. We want the fullness of life that we
know we can get from our resources, and that's what I'm
going to talk about in just a minute, after I’ve made one or
two more points about our present troubles.”

URBAN POPULATION PRESSURES

“THE FIRST ADDITIONAL POINT I want to
make is that all our misery and trouble is not limited to the
countryside. In Manila in particular we have an economic
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and social problem of the first magnitude. I'm speaking of
tae problem of urban overpopulation. Right here in the heart
of the city you will find living conditions as wretched as any
in the civilized world — whole families living in patched up
packing boxes, and dozens of families living on top of one
another in the ruins of buildings that were all. but completely
destroyed towards the end of the war. Most ¢i these people
came to Manila in the first place because they thought con-
tinued living in the rural areas would be even more unbear-
able. But anyway, here they are, and they are a problem
that the city has to deal with.”

ECONOMIC OVERSPECIALIZATION

“MY SECOND ADDITIONAL POINT deals with
the way our economy has grown. As you knovg, we developed
in a typical colonial pattern. We produced subsistence food-
stuffs for ourselves, and we relied on you for imports of all
the other things we needed: the amenities of }ife beyond the
rice, fish, and fruit that we could provide for ourselves; our
machinery and other capital goods; our clothing — almost
everything. We are still very much in that position. That
is, about 70 percent of our exports are to the United States,
and they are concentrated in the three main raw materials
o’ copra, sugar, and abaca. And most of ouz{‘ imports come
from the States. If our markets there should dry up even
a little bit, then we would have no way to buy the many things
we need that we don’t now make for ourselves. We are very
much concerned about this, particularly since we believe that
our new independence puts on us the respongibility to live
without special favors from you.”

SOME GOOD AND BAD POINTS

“Now I WOULD FIRST like ta turn to more
pleasant things. We are somehow blessed with vast resources
tkat have hardly been tapped. There are rick public lands
potentially suitable for agriculture, equal to tivice the area
now in farmland. Very few countries in Asiag have such a
potential for agricultural expansion. Our naturz! new growth
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of timber is twice the annual cut. We have hardly begun to
exploit our mineral resources, iron ore in particular, and there
is more than a suspicion that we have oil somewhere in the
islands. As I said before, the application of known technol-
ogy to our land now under cultivation can greatly increase
our annual production of food and other agricultural goods.
Thus we have the physical assets that we need to improve
ourselves, provided, of course, that we have the time, patience,
and will power to plow back capital into developing them.

“There is another important asset. It is our people. Al-
though we are from mixed stock, we have come to share the
same cultural heritage — a mixture of Spanish-Catholic, na-
tive Filipino, and American attributes, and we like to think
that we have saved out the best of all of them. Our family
affections and loyalties are deep and sincere, which gives us
a real foundation for a stable society. Also —- though it may
be immodest to say so — we are generally considered to be
pretty intelligent. A while ago I mentioned the fact that for-
mal education is not what we would like it to be, but those
of us who have had the chance to get a good education have
usually tried to make the most of it, and the others compen-
sate with native wit for their lack of education much bet-
ter than people do in many other countries. And finally, we
are happy people. We like to get along with one another, to
sing, and dance, and have a good time. We have a phrase
in our Tagalog dialect: bahala na. It's a synthesis of the
Spanish mafiane and the fatalism of the Orient, and what it
really means is: ‘Why should 1 worry about tomorrow when
today is so pleasant and tomorrow hasn’t dawned? Bahala
ne is better than ulcers.

“On the other hand, we have some faults, too.”

Here our imaginary Filipino will pause and appraise you
carefully. If he pursues this point, it will be with some re-
luctance:

“I don’t like to talk about our faults because, among other
reasons, it is too easy to appear to be unfairly critical. But
in order to round out the picture, I think I ought to mention
three of our characteristics which, to some extent, will make
our progress more difficult than it otherwise would be.
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“Phe first fault, possibly more a product of our climate
than it is of any natural trait of the people, is that we are
rot inclined to work at our jobs as hard or with as much
concentration as people who live in more temperate regions.
The Philippines, after all, is a tropical country, and the cli-
mate is anything but invigorating. In one respect this is not
too bad, because the climate does produce mangoes, papaya,
coconuts, fish, bamboo, nipa, and other things in abundance.
Nevertheless, the road we want to follow calls: for us to com-
pete successfully with people who do not have the handicap
of this enervating climate, and this means that we will either
have to lower our sights or in some way change our working
habits. Long siestas and rapid economic progress just don’t
o together.

“Secondly, many of us apparently still retain one of the
least desirable traits of colonial people, even after we have
attained our independence. I refer to the attitude of ‘look-
ing up’ to Americans and Europeans simply baocause they are
not Filipinos. There is no rational basis for this, and emo-
tionally it is difficult to explain, too. Goodness knows that
we deeply resent the corresponding attitude of those Amer-
icans and Europeans who patronize us by treating us in the
traditional colonial way; but in spite of this I find by observa-
tion that, for example, many Filipinos in business are respon-
give to suggestions made by an American or a European while
at the same time they may resent the same suggestion coming
from another Filipino, no matter what his qualifications. A
social psychologist might find this to be interesting, but I
think it is disturbing. We must develop our. nwn leadership,
and, of course, a real confidence in that leadership based on
respect among the people for the outstandirg abilities that
many of us have.

“And there is one final fault that is relevant to the ques-
tion we are discussing. We are not noted for being thrifty.
On the contrary, our people have such a deep sense of family
obligations and prize their reputation for hospitality and
friendliness so much that they frequently spend their way deep-
ly into debt so that they can do their part for the family and
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also hold up their end at fiesta time. This is true even among
the very poorest. Somehow we must learn thrift.

“Now, these are the highlights of our situation. What
are we going to do about it? I am going to summarize very
briefly the major steps that we have to take, but don’t, please
think that I am putting them in order of importance or in
order of time priority. As you will see, we have to move
forward along the whole front at once.”

IMPROYEMENT OF BASIC CONDITIONS

“FIRST, WE HAVE TO IMPROVE the economic
and social conditions in the barrios. This will call for a tre-
mendous amount of capital investment in roads; irrigation
systems; sanitation, including safe water; schools, hospitals
and so on. Much of this will simply have to be done by the
government, and we will have to create the necessary savings
through taxation. However, a good bit can be done by the bar-
rio people as community projects with only a few trained
engineers and a small amount of equipment being furnished
by the government. Fortunately we have a strong traditicn
of community participation in community projects, and there-
fore we can probably count on a good deal of real social capi-
tal formation coming out of the contributed labor of our peo-
ple — labor that would otherwise be lost forever. Our gov-
ernment is moving ahead on these projects, and is empha-
sizing the need for ‘self-help’ at the community level. One
big facet of the current rural program is the opening of new
lands. With the help of your FOA funds and experts we are
now putting in main roads through the heart of Mindanao,
our southernmost island, which is potentially very rich and is
settled very sparsely. This one project will eventually open
up 2,500,000 acres, enough for between two and three hundred
thousand families. We are opening up smaller tracts of pub-
lic lands elsewhere in the islands, and are helping new set-
tlers to get started on them. We are doing our utmost to
deal with the tenancy problem. We are setting up institutions
to provide agricultural credit for productive purposes. And,
as I said before, we are emphasizing self-help.

13
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“I can’t begin to mention all of the detailz of our rural
program — which, incidentally, has been going on for some
time. The main point I want to make is this: If the peo-
ple are convinced that the government’s program is vigorous,
honestly administered, and strictly in their interest, then they
will be more willing than ever to put their own }abor into com-
munity projects. This sort of grass-roots participation is ab-
solutely essential if we are to make a lasting improvement,
and I think we will get it.”

DIVERSIFICATION OF THE ECONOMY

“SECOND, WE HAVE TO DIVEREIFY our econo-
mic activity. Thig is for two reasons. Throggh diversifica-
tion, and especially through encouraging the i:ievelopment of
new light industries, we can create better employment oppor-
tunities and relieve somewhat the present heavy dependence
of our people on employment in agriculture. :Also, diversifi-
cation will help to reduce our dependence on the outside world
for so many of the things we need. So, we are encouraging
the growth of our present industries and the egtablishment of
new ones in the Philippines. We are relying on private en-
terprise for this part of the program, but we are willing to
give private enterprise a boost by making tax c¢oncessions for
essential industries and by quite frankly using our exchange
control system to protect our industries from foreign compe-
tition, at least while they are growing up. Now, I know that
this may run counter to some of your theorie: about world
economic development, but to be honest about ‘it, we are not
n2arly as much interested in theories of workiwide develop-
ment as we are in the immediate problems that we see right
hare at home. I suspect that we are very much like other
people in this regard, including, if I may say so, you Amer-
icans, when the chips are down. Anyway, you can talk all
you want to about the international division of labor and the
doctrine of comparative costs, and you will nct make much
impression on us. The thing we see is that we have been ex-
porting raw materials and importing finished products—which
means, of course, that we are importing your labor. And that
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doesn’t make sense to us when we have so much labor of our
own. :
“So, we are encouraging industrial development. It is our
intention to see to it that industry develops efficiently, and
that it can eventually stand up against competition of imports.
I can only hope that we will be successful in this. We have
to make sure that our people have access to the latest equip-
ment, and that they know about new techniques. We have
to get them trained in modern management methods. And
we have to see to it that they are exposed to the stimulating
effects of competition, both within the country and from out-
side. This will not be easy.”

BETTER OPPORTUNITIES FOR FILIPINOS

“FINALLY, WE FILIPINOS INTEND to give our-
selves a break. It may sound odd to you, when you know that
we Filipinos make up the overwhelming majority of our
population, that we sometimes feel like outsiders in our own eco-
nomy. But we do. So many of our big enterprises — agri-
cultural as well as others — are owned and run by Americans
and Europeans. And our internal trade, plus much of our
import business, is dominated by Chinese who are not citizens.
We resent this. Many of us believe that this is in part a
normal outgrowth of our ex-colonial status, plus the merchan-
dising genius that the Chinese people show everywhere. But
some Filipinos see in it a dark Wall Street plot supplemented
by the machinations of the ‘Chinese interests’, both designed
to exploit the Filipinos. I happen to think this is nonsense.
But the emotional anti-foreigner attitude is so strong that we
all have to take notice of it. I think that the way to deal
with it is to keep open new opportunities for Filipinos (and
perhaps give them preference) while at the same time doing
everything possible to train Filipino leaders in every field.”

IN SUMMARY
“Now, TOo sUsM UP. We have tough prob-
lems, but they can be solved. Wanat we need most ar:

* An antelligent, and intclirgeontly adrmimisiereo ooveri-
gl program aared divectn ar bLie puite rouieia
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We already have this in outline form, and the details
will be forthcoming soon.

* Capital. And then more capital. We must exploit every
possible opportunity to increase savings, to create new
forms of savings, and to channel them into the kinds
of things that make for progress.

* Trained leadership, especially in business. We have to
develop native Filipino executive and managerial talent.

¢ Patience. Above all, patience. We simply cannot bring
our country up to where we think it ought to be in a
matter of months. So we must be willipg to look to the
long-term future for our most importunt results. In
the meantime, though, we should show good interim
results, not just for the purpose of getting immediate
improvement, but also in order to be able to demon-
strate progress. With such a demonstration, patience will
be easier to come by.”

This is the sort of atmosphere in whichk the American
businessman in the Philippines will find himgelf as he tries
to gear his business methods to the temper of the people he
has to deal with. They feel that years of progress have
rassed them by, that they have the natural resources and the
inherent capabilities to improve themselves considerably, that
they have to work hard and intelligently to make the best of
those potentialities, and that they must be patient while at
the same time they are making progress. If he wants to pros-
rer in this atmosphere, the American businessman will have
to adjust himself and his operations to it.

The problem might also be approached from another angle.
The businessman has now asked, where do the Filipinos want
to> go and how do they expect to get there? Frum the answer
he can, within the limits of his business judgment, adjust his
operations to meet the Filipinos’ aspirations. But he can also
ask: If an American-owned company in the Philippines is to
make a significant contribution to the economic and social
progress of the islands, what characteristics would it have?

To get an answer to this question, a speeial survey was
made for this Case Study by the Business Writers’ Associa-
tion of the Philippines (The Association’s summary report is
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given in full in the Appendix, page 70). This survey was not
a “man on the street” opinion poll, but rather a survey of the
opinions of a carefully selected group of leaders in the Phil-
ippines — a group selected for their knowledge of public af-
fairs, for their wide representation of different interests, and,
it must be admitted, for their accessability during the limited
time available for the survey. Objectivity in the survey was
made more certain by the promise that the opinions of indi-
vidual respondents would not be made public.

Very unexpectedly, not a single one of the respondents
suggested that a necessary characteristic of a “good” Amer-
jcan firm should be that it bring capital into the country —
although, of course, no one suggested that this would be a bad
characteristic. The emphasis, instead of being on the impor-
tation of capital, was on the willingness and ability of the
American firm to assist in the development of Philippine re-
sources for the ultimate good of the Philippines. The most
frequently mentioned characteristics were that an American
firm that was truly contributing to Philippine progress would
share know-how, give advancement opportunities, and afford
training; be fair to labor, pay better wages, afford maximum
employment to Filipinos, and improve living conditions.

Next, there was a group of characteristics such as a will-
ingness to make long-term investments and not run away with
quick profits, a sympathy for Filipino aspirations for econo-
mic independence, and a general accommodation to the economic
pattern which the Filipinos set for themselves as leading to-
wards the better life that they want. There was also some
emphasis on the willingness of the American firm to share cor-
porate ownership, as well as managerial responsibility, with
Filipinos.

What the response to this survey reveals is a feeling on
the part of the leaders in the Philippines that what they need
most is a good chance to do for themselves, and an implied
faith that if they get that chance they will do all right.
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ITI.

Philamlife — History

\W ITH THIS BACKGROUND of problems, an outline of a gen-
eral program to meet them, and an idea about what Fil-
ipinos themselves think is good for them, let @s turn now to
The Philippine American Life Insurance Company — which we
will henceforth call “Philamlife,” a name that its agents and
its advertising have made familiar throughout thie Philippines.
How does its performance rate against the stindards which
are implicitly required by conditions in the Philippines? This
and the next three chapters, which deal respectively with the
ccmpany’s history, its sales, its investments, and its other ac-
tivities, are designed to provide an answer to this question.

But before going on, we might say here that Philamlife
is doing very well. In the first place, it is successful in the
nsrrow, but very important sense, that it is making money,
and its prospects are good for making more. Yet at the same
time it is performing a community service that is a source of
pride to everyone connected with the company. There is more
than a suspicion that these two measures of success are con-
nected, that people and corporations are more successful in
the narrow “business” sense when they are alse successful in
advancing the community to which they belong.

Philamlife is a company of exuberant superlatives. It
confidently claims at least the following:

® In business written, business in force, assets, and in-
vestments, it is the fastest growing life irsurance eom-
pany in the world.

¢ It has built the largest agency staff that any new life
insurance company has ever built in its first five years.

¢ It has pioneered in the Philippines in grotip life insur-
ance and in group surgical and hospitalization insur-
ance. :

* It has pioneered in developing an investment program
accounting fov a very large pronortion of its total ps.

-
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sets which involves, from the outset, active company
participation in the management of investment proper-
ties.

¢ Its planned home office building, according to company
executives, is going to be the biggest, best, and most
modern in the Philippines — and will be the largest
single construction project ever undertaken by a pri-
vate company in the Philippines.

¢ Its president is the only man to have been named “In-
surance Man of the Year” of the Philippines for two
separate years; and later he was named “Businessman
of the Year,” and became an honorary Sultan of Cota-
bato.

* The company even has an auditing, billing, and tabulat-
ing machine installation which it carefully describes as
one which is thought by some to be the largest installa-
tion of its kind in the Far East.

. This is a company that aims to lead the field in anything
that it undertakes. Whether it actually does in every case is
something that is politely debated or challenged, especially by
competitors. But it is generally agreed that even if in one
or two matters the company’s enthusiasm for hanging up new
records outruns the facts, it nevertheless has earned its full
share of superlatives, and more.

On one point there can be no doubt at all: Philamlife’s
growth has been phenomenal, and it is clearly predominant
today as the biggest and fastest moving life insurance com-
pany in the Philippines. Starting from scratch in 1947, by
the end of 1953 it had 120,000 policies in good standing, with
nearly 350 million pesos of insurance in force.! This was about
half of the total number of policyholders in the entire Phil-
ippines and about 40 percent of the total business in force.
The next largest active company wrote 31 million pesos of new
business in 1952, the last year for which all figures are avail-
able, compared with Philamlife’s 91 million.

It is accurate but somewhat misleading to say that Philam-
life started from scratch in 1947, Actually, in all but the
most formal and legal sense, Philamlife is the successor com-

1 To convert pesos into dollars, divide by two. The peso is worth 504,
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pany in the Philippines to the United States Life Insurance
Company of New York, and when it started business in 1947,
it acquired U.S. Life’s considerable sales force. A going sales
force is an asset which few “new” companiés erjoy.

U.S. Life at that time, like Philafilife at present, was a
member of one of the C. V. Starr insurance groups (see Ap-
pendix, page 75). It had done business in the ‘Philippines for
a number of years before the war, and it was the first com-
pany to resume operations in the Philippines after the Jap-
anese had been driven out. This was in July 1945, before
the Pacific war had ended. The climate in the Philippines at
that time was exceptionally favorable for the sale of life in-
giurance: money was easy because of large United States armed
forces and war-damage disbursements in the isfands; the com-
munity was insurance conscious because of the payments made
to beneficiaries of Filipinos killed during the war; and (per-
haps most important of all) there was no competition of any
consequence. The other major North American companies, for
one reason or another, did not actively start their postwar
operations until much later. And the purely Philippine com-
panies, which had been forced to continue their business on a
very shaky basis during the Japanese occupation, were not
financially able to resume operations until the middle of 1946.

U.S. Life moved into this open field, with the vigor and
aggressiveness which has continued to characterize Philamlife.
Its first order of business was to organize a gales force, and
since there were no other life insurance companies operating,
the company was able to recruit some of the outstanding life
insurance salesmen in the islands.

By and large, the first postwar agency managers were
raen who had previously been with affiliated or predecessor
companies, but U.S. Life did not hesitate to take men who had
greviously made good records with competitors. An outstand-
ing example is Philamlife’s present president, whose prewar ex-
perience had been with Philamlife’s prilzcipal competitor; he
took over direction of the U.S. Life Philippines office in early
1946. More than anyone else this one man has been respon-
sible for giving his organization its distinctive character: a
fast-moving, enthusiastic, and intensely loyal group primarily
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oriented towards sales, and supported by actuarial, underwrit-
ing, and investment policies that are sound and responsive to
the needs of the times.

The U.8. Life operation was immediately successful. By
the end of 1946%for example, more than 100 million pesos of
new business had been written. It was, in every sense, a
thriving operation. Nevertheless, in early 1947, it was de-
cided by the Starr interests to stop the U.S. Life operation in
the Philippines and to start an entirely new company, incor-
porated under Philippine laws, doing its business and making
its investments almost exclusively in the Philippines. '

In retrospect this turned out to be a wise decision, but at
the time it puzzled many both inside the company and out.
There was no clear-cut and obvious reason for it evident to
the outside observer, and even now it is difficult to reconstruct
the full line of reasoning that led to it. It appears, however,
that the following considerations heavily influenced the man-
agement to reach the conclusion that they should start a new

company :

® There was in the Philippines at the time a clearly per-
ceptible spirit of nationalism which was almost inevit-
ably destined to increase in intensity. In the short run,
this meant that Filipino companies would have greater
public aceeptance than enterprises doing business as for-
eign corporations, even though the foreign companies
might be owned and managed by well-meaning Amer-
icans. And in the long run, unless something happened
to reverse the nationalistic trend, it meant that restric-
tions against foreign enterprises would become increas-
ingly onerous. (Of course, if something did happen to
check it, it would make no difference: A Filipino com-
pany would have no less than the privileges of an Amer-
ican one.)

® The U.8. Life Insurance Company was licensed in New
York, and was doing by far the bulk of its business in
the United States. From the standpoint of the Starr
interests, this was doubly disadvantageous. Almost all
of the other Starr insurance operations were outside the
United States. With those foreign operations the Starr
management had to think and act in terms of foreign,
not domestic, insurance laws and practices. On the
other hand, the New York State Insurance Superintend-
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ent has to think and act primarily in terms of New
York State laws and practices. This meant that on a
number of minor points, U.S. Life’s operations in the
Philippines were hampered by the necessity of conform-
ing to the New York State regulations. The Starr in-
terests found this to be a competitive handicap in for-
eign territory. :

* In 1947 there were no exchange controls in the Phil-
ippines, and it was the general practice of American
and other foreign life insurance companies to make their
investments largely at home. In effect this meant that
most of the U.S. Life premium income from the Phil-
ippines became a capital export from the Philippines
to the United States. From the standpoint of the Phil-
ippines this made little sense, and the Starr manage-
ment realized that sooner or later it would be stopped
by government action, as indeed it was in December 1949.
This must have had considerable influence on the major
decision — namely, to make investments in the Philip-
pines commensurate with the business being done there.
Theoretically, of course, a policy of this sort could have
been carried out by U.S. Life without the formation of
a new company, but this would still have left the Phil-
ippine operations subject to New York State law and
regulations.

® Finally, the management evidently held the sincere be-
lief that the ultimate success of an American company
operating abroad depends to a very large extent on how
well it integrates its own policies with the interests and
aspirations of the host country. TFor example, if
rather substantial capital export from the Philippines to
the United States was bad for the Philippine economy,
then it would ultimately be bad for the company re-
sponsible for it — and especially bad if there was an

~ alternative way of doing business that would be just as
sound from the standpoint of the stockhdlders and more
in keeping with the needs of the Philippines.

Some combination of the above factors led to the decision,
snd on June 21, 1947, The Philippine American Life Insurance
Company was incorporated, and started business early in August.
The initial paid-in capital was 500,000, and in addition there
was a contributed surplus of $350,000. Subsequently, in 1951,
paid in capital was doubled and contributed surplus was in-
creased by P250,000. All but a token amount of this basic
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financing came from the C. V., Starr interests, making the
company truly Philippine and American — operating solely in
the Philippines under Philippine law and regulation, financed
almost solely by American capital, and manned nearly 100 per-
cent by Filipinos.

The transition from U.S. Life to Philamlife was smooth,
largely because the entire U.S. Life agency force and organiza-
tion was obtained for the new company. Sales of U.S. Life
policies were not cut off abruptly. Instead, Philamlife agents
continued to represent U.S. Life as well, a circumstance which
overcame any doubts they might have had about going to their
prospects with only a new and unknown company behind them.
It is an interesting sidelight on the sales-mindedness of Phil-
amlife management that this decision was made precisely for
the purpose of overcoming such doubts on the part of the agents,
and the decision had exactly the desired effect: The agents
stayed on, and sold Philamlife with the continued success al-
ready described. :

However, there are other things besides volume of sales
alone which make the company’s early history and present
position outstanding, as the following chapters will bring out.
Among these are some of the claimed “superlatives” listed at
the beginning of this chapter: The pioneering in group life
insurance and group surgical and hospitalization insurance;
the pioneering in direct management of investment properties,
which is most spectacularly illustrated by the companies hous-
ing projects; the pioneering in substandard insurance, espe-
cially on Armed Forces personnel; the pioneering in nonmed-
ical issuances. These are matters of actuarial, investment, and
underwriting policy, and the management makes its decisions
according to sound principles in each of these fields. Yet at
the same time, the decisions are often made in support of the
gelling effort, or, conversely, the gelling effort is geared to
the decisions.
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Iv.

Philamlife — Sales

EN THIS CHAPTER we take up the sales aspect of the Phil-
amlife operations to see what comes out of the company’s in-
tensive drive for more and more business.

Here again it would be well to give one of the conclusions
in advance: The fact that Philamlife is first of all a sales
organization is in no sense an adverse criticism of the company.
On the contrary. If the institution of life insurance itself is
good in a community, then the process of selling i"it is also good
if this process results in a pattern of life insuraince ownership
which meets the needs and wants of the policyho}ders and con-
tributes to the economic advancement of the coxi)munity. Our
conclusion is that the end product of the Philamlife sales ef-
fort meets these tests.

WHO BUYS FROM PHILAMLIFE?

THE PHILAMLIFE SALES EFFQRT covers the
field of likely insurance buyers in the Philippines, so it is very
difficult to describe a distinctly “typical” Philamlife policy-
holder. The company sells big policies (up to $300,000) and
small ones (down to P500). It sells in the cities and urban
areas to businessmen, professionals, taxi drivers; laborers, and
anyone else with a felt need and some money. It sells just
as hard in the rural areas and barrios to farmers, school teach-
ers, fishermen, and doctors. It sells all over ;the islands to
members of the Armed Forces. Unlike some other companies
in the Philippines, it has no special distinctive group to which
it caters. (See Appendix, Table 3, page 78.) While its policy-
holders as a group are not a cross section of the Philippine
population, they are probably a good cross section of that part
of the population which owns life insurance.

However, we will try to describe the average Philamlife
policyholder. The chances are two to one that our typical

24

Approved For Release 2002/11/13 : CIA-RDP80B01676R001100080013-0



Approved For Release 2002/11/13 : CIA-RDP80B01676R001100080013-0

policyholder lives in an urban area, and just about even that,
if he is an urbanite, he lives in the city of Manila itself. This
immediately stamps him as not being a typical Filipino: Only
one-fourth of the Filipinos are urbanites, and only five per-
cent of them live in Manila proper. (Another five percent
are in the metropolitan area of Manila.)

1f he lives in an urban area, our policyholder is neither
very wealthy nor very poor. He is generally a small independ-
ent businessman, a professional, or a salaried employee whose
income is between P3,000 and P6,000 a year, who rents ade-
quate though modest quarters, and who is the head of a
family with anywhere from three to eight children. He will
be a relatively young man, between 25 and 35, and he will have
life insurance coverage equal to a little less than his average
annual income, an amount, surprisingly enough, which com-
pares favorably with the average coverage in the United States.

Our rural policyholder is apt to be quite well-to-do by the
standards of his community. His income will be in the neigh-
borhood of P2,000 in a country where rural cash incomes are
usually P500 or less. He will most likely be a small landlord,
a professional, or a gchool teacher. He will hardly be a tenant
or a farm laborer, because in order to be able to afford any
life insurance at all, he must be in a much higher economic
class. He probably has no savings account; his assets are in
his land, his house, his carabao, and his tools, and he keeps
his ready cash hidden around the house in a bamboo tube. He
has three or four children, with prospects of many more. Like
his brother in the city, his insurance will be equal to about
his annual income.

These, for what they are worth, are the “typical” policy-
holders. To anyone who knows the Philippines, one fact stands
out—although the characterizations may be typical of the Phil-
amlife policyholders, they are not at all typical of the people
of the Philippines. The contrast with the United States is
sharp. Whereas in the U.S. a cross section of life insurance
owners is pretty much a cross section of the whole population,
or at least of the bread-winners in the population, in the Phil-
ippines the life insurance owners are a nonrepresentative group.
In the rural areas especially, and to a lesser extent in the ur-
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ban centers, they come from the upper economic classes. Even
80, our typical policyholder is in a fairly lov economic posi-
tion, not only by American standards, but moye importantly in
comparison with the relative position of the average Filipino
policyholder before Philamlife started its brogd sales coverage
of the entire population. Every year there is some slight ad-
ditional penetration of the lower economic greups as the com-
pany’s sales campaigns create more and more insurance con-
sciousness in the Philippines and as other companies follow
suit, ‘

WHY DO PEOPLE BUY INSURANCE?

THE ANSWER HERE is tha: most of them
don’t. As of the end of 1953 there were oniy 230,000 indi-
vidual life insurance policies in force in the Philippines. As-
suming that each policy covers a separate life~ which is clear-
Iy a generous assumption — this means that only about one
out of every 90 Filipinos is insured. In the United States,
the figure is 1 out of every 2; however, there is a sharp up-
ward trend in the Philippines. Before the way there was one
policy for every 230 people. Since 1948, coverige by all com-
panies has increased steadily, but even if thic upward trend
continues for years, it will be a long time before the Philip-
pines can be called “insurance conscious”. There are three
very good reasons for this.

The first is the simple fact that, compared with the U.S.
and other insurance-conscious countries, the economy of the
Philippines is not greatly based on cash. Ogpportunities for
employment that pay a regular cash wage are imited, and in
most cases where cash wages are paid there is very little sur-
plus for savings. Large-scale insurance buying requires both
cash and a surplus.

The second is that, in the Philippines as in most other
Asiatic countries, family ties and obligations are very strong.
The family takes care of its own. And the “femily” includes
great-uncles, stepbrothers, in-laws, fifth cousins, and, if nec-
essary, their friends. In a society such as this. the felt need
for life insurance protection is not as great as it is in Western
countries where modern urbanization has to g great extent
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limited the socially responsible family unit to the single house-
hold, whose head feels that he must provide for the wife and
children whether he lives or dies.

The third reason is that the overt contemplation of ulti-
mate death is even more distasteful to the average Filipino
than it is to the average American. Some Filipinos say that
this is part of their Spanish heritage, but whatever the source
it is considered impolite, uncultured, extremely crude, and
(among the more superstitious) downright dangerous for any-
one to hint that another person might die some day. For the
life insurance agent this leads to all sorts of semantic acrobat-
ics, where he tries to get over the idea that “something might
happen” without even mentioning what “something” might be.
If he must finally say “die” or “death,” he usually follows the
word with a fervent que Dios no lo permita, but even so he
creates a negative attitude in his prospect. The possibility of
death is such a personal matter in the Philippines that it can
usually not be discussed objectively with other people.

Largely for these three reasons, the motivation for buy-
ing life insurance in the Philippines is quite different from
that in the United States. In their various forms, life insurance
contracts are some sort of combination between protection for
survivors in case of premature death, and savings for the
policyholder if he should live. In the United States, the primary
feature is normally protection — most often family protection
— with the savings aspect being considered a desirable, but
not a necessary, added feature. Just the opposite is the case
in the Philippines. Over 90% of all Philamlife individual
policies are on an endowment plan, with the 20-year endowment
by far the most popular. The emphasis is on savings, with
the “something might happen” benefit distinctly secondary.

Why does life insurance appeal to the Filipino policyholder
as a means of saving? First of all, he wants to save; the dif-
ference between having a little capital and being continually
broke can be very great in the Philippines. Secondly, he knows
his own weaknesses. While he is capable of being frugal for
months on ends, he knows that sometimes he is a terrible spend-
thrift — that anything he has managed to accumulate in the
course of a year might, if he could get his hands on it, be
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spent impulsively in a day, at the fiesta, on a birthday celebra-
tion, for a gift to a friend, or for something else that makes
life worthwhile, noble, and incidentally financially precarious.
Consequently he is attracted by the idea of a systematic sav-
ings program that will eventually give him an amount of money
substantial enough to make a real difference in hig life. One
of the leading Philamlife agents, a woman who regularly sells
a hundred new policies a month, reports that her most sue-
cessful closing argument is that saving through life insurance
is best because “You lose so much money if vou don’t com-
plete your plans, and therefore you will force yourself to carry
them through.”

The chief motivation, then, is to save systematically, usual-
ly for a goal that is only vaguely defined: “To buy a house
someday, to have a small nest egg at retirement time, or just
because it is a good idea to accumulate a solid amount of cash.
A more clearly defined saving goal is in comnection with ju-
venile policies, 99.5% of them endowments, which are becom-
ing increasingly important to Philamlife. Here the savings
program is usually for one of two purposes: To provide for
the child’s education, or to give him a little capital — perhaps
4 dowry — when he starts out on his own. And it is interest-
ing that in the case of these juvenile endowments the protec-
tion feature is respected. Virtually all juvenile policies carry
a rider on the life of the parent-payor so that if something
should happen to him the child’s education policy or dowry
‘would still mature.

A rider such as this is just about the purest form of pro-
tection-without-savings that can be issued by a life insurance
company. The fact that Filipinos buy it may indicate that in
the future the protection aspect of insurance will become more
important. So does the fact that they buy other types of pure
insurance riders, such as an accidental death or disability
benefit.

At present, however, the emphasis is clearly upon sav-
ings. Of course, the company offers all forms of insurance,
and sells them, too. Especially in Manila and other cities there
is a fairly substantial group of businessmen ar.d professionals
who think of their insurance needs very much as their Amer-
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jcan counterparts do; for these people the company is pre-
pared to issue an appropriate policy to meet any need that the
prospective policyholder might have. The management hopes
that as time passes the country will become more and more
«ipsurance conscious” and that Philamlife agents will be in-
creasingly able to sell protection against unexpected death.
Meantime, they issue principally endowments, at the rate of
about 150 policies a day.

DO BUYERS GET THEIR MONEY’S WORTH?

THERE ARE TWO WAYS of looking at this
question: First, what is Philamlife’s rate structure like? And
second, does the company tend to oversell so that buyers have
an inordinate tendency to drop policies after keeping them for
only a short time?

As for Philamlife rates — They stack up well against
competitive rates, at least at the time this was written. Life
insurance as a science is in its infancy in the Philippines; con-
sequently, one of the chief ingredients of rate-making, namely,
an approved mortality table reflecting experience of the group
being insured, does not exist. Most companies operating in the
Philippines, therefore, use one or another of the American
tables with a special loading for tropical conditions. This is
the Philamlife system. As a result of this system — which
is probably the best that can be used until reliable mortality
data exist — we must conclude that Philamlife rates may pos-
sibly be different (higher or lower) than they should be on
the basis of the actual mortality experience.

But this is true as well of all other companies operating
in the Philippines. In such circumstances, any life insurance
company is torn between two objectives when it decides on a
rate structure. First, it wants to be conservative so as to
minimize the rigk that its reserves will be impaired by a high-
ly unfavorable mortality experience. This creates a tendency
towards high rates. But on the other hand, the company does
not want to be undersold, at least not by any significant amount.
The fact of competition, therefore, tends to make rates lower.

In the Philippines it would appear that the competitive
factor is sufficient to protect the buyer against an excessively
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conservative rate structure. Philamlife is fur ahead of the
field in sales but its agents certainly do not have a monopoly
on the life insurance business. Some of the other companies
have just as aggressive a sales program as Philamlife’s — al-
though they cover the islands less intensively — and they by
no means overlook the possibility of taking away some of Phil-
amiife’s business by offering insurance at a lcwer price. And
Philamlife cannot afford to be undersold.

The obvious test for this a priori conclusion is to com-
pare Philamlife rates with those of its competitors. However,
intercompany life insurance rate comparisons are not eagy to
make; to be complete, consideration must be given not only to
quoted rates but to potential dividends, surrender values, and
company practices with respect to policyholder service. Fur-
thermore, generalized comparisons are often ot meaningful,
because the differences important to the perscn who is going
t0 buy insurance are those relating to the pasrticular kind of
policy that he wants to buy and to his age at the time, and any
rate difference he discovers would be modified in his mind by
his attitude towards the competing agents and companies,

Despite these limitations, an attempt at rate comparisons
raay give an indication of whether Philamlife policyholders get
their money’s worth. We chose to compare Philaralife rates with
those of its principal competitor for ordinary life, 20-payment
life, and 20-year endowment policies in the thfee amounts for
which rate differences are quoted (under P5,100, P5,000 to
P9,999, and P10,000 and over), and for the five age groups
of 20, 30, 40, 50, and 60. The comparison was limited to non-
participating rates in order to eliminate the question of div-
icends. ‘

Altogether, 45 rate comparisons were made. Philamlife
was lower in 22 cases, the competitor was lower in 22, and in
one the difference was so infinitesimal that it cun be ignored.
For 32 of the rates the difference was negligible, ranging from
the truly insignificant to about 1.5 percent: here again Phil-
amlife and the competitor had just about the same number of
higher and lower rates. For the remaining 13 comparisons,
differences ranged up to about 4 percent, with honors again
breaking even. An interesting point is that for the 20-
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year endowment policy, which is the one most in demand, the
two companies’ rates were closest together; the 15 comparisons
with respect to this type of policy showed 14 differences of
less than 1.5 percent, of which 12 were less than 1 percent.

A similar comparison was made between Philamlife rates
and those of one of the leading United States stock insurance
companies. The United States company’s rates were those used
for underwriting standard risks in the United States, and the
comparison was limited to nonparticipating 20-year endowment.
In by far the majority of cases, the Philamlife rates were
lower, and by margins ranging up to more than 10 percent.
This leads to the unexpected conclusion that very often Fili-
pinos may pay less for life insurance than Americans do. The
explanation is that one of the determinants of life insurance
rates is the expected return on investments, and in the Phil-
ippines the interest rate is higher than it is in the United States.
Evidently this interest rate difference more than offsets the
higher Philippine loading for tropical mortality and expenses.

All of this, of course, does not conclusively prove anything
about insurance rates in the Philippines, except that Philam-
life’s and its competitor’s rates are quite close together. Final-
ly, competition being what it is, it seems clear that anyone
buying life insurance in the Philippines will get a pretty good
buy.

The next question is that of overselling. Overselling of
life insurance is an unprofitable operation for everyone con-
cerned. If a policy is allowed to lapse early in its life, every-
body loses except, perhaps, those agents who have only a short-
term interest in their business. For the company, it is a rule
of thumb that first year costs are in excess of the first year’s
premium; the agent’s and manager’s commissions, the under-
writing costs, the record-keeping expense of putting a new
policy on the books, are all nonrecurring first year costs that
generally leave the company no profit. A policy which has
lapsed prior to the time that surrender values appear is large-
ly a waste of money for the policyholder, especially in the case
of endowment plans. Real success for the agent who hopes
to make a career out of life insurance depends on a steady
flow of renewal commissions and a growing number of satisfied
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V.

Philamlife — Investments

.PHILAMLIFE’S ACHIEVEMENT of mobilizing savings is only
a part of the story. After the savings have been brought
ander the company’s control, what does it do with them?

The unique feature of Philamlife’s investment program is
its emphasis on real-estate ownership, management and de-
velopment. The company does not buy existir;'g structures. It
Huilds new ones; it is known throughout the Philippines for
its commercial-industrial buildings and for ij%;‘s housing pro-
jects for middle-income families. We will come to these in
some detail later.

Prior to 1950 Philamlife’s investment partfolio was con-
ventional for an insurance company, running heavily to con-
servative first-mortgage loans and grade A si:)cks and bonds.
The only real estate it owned was a piece of land on which it
expected to put up a home office building. Philippine insur-
ance law did not at that time permit life ipsurance compa-
nies to have large real estate holdings.

However, the company sought to have the law changed
and in 1950 it was changed to permit the consiruction (or ac-
quisition) and subsequent ownership of housﬂx‘lg projects and
of other income-producing real estate. The law defines hous.
ing projects as one category of investment, und income-pro-
ducing real estate as another gnd provides that holdings in each
of the two categories may not exceed 25 pereent of total as-
sets, ‘

Philamlife was then beginning its most significant period
of growth as a source of investment funds. Company offi-
cials could forecast with some confidence thai for a number
of years they would have annually a sizable and growing
amount of money for new investments. They decided to put
it into real estate to the limit permitted by the new law, and by
the end of 1954 they will have reached their gnal.
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The pattern is an interesting one: The commercial-indus-
trial buildings are designed and built for a long-term tenant,
generally one who, for one reason or another, does not care
to own real estate. Tenants are all of the blue-chip variety
and leases run in the neighborhood of twenty years. With
such a long lease, the tenant is protected against possible in-
flation. With such solid tenants, the company is protected
against having a nonproducing property on its hands. At the
end of the lease period, both parties can take another look.
By that time the company expects that most of its original
investment in buildings will have been amortized, while the
value of its land holdings will have increased. It is good
business for both parties.

On the housing projects, the pattern varies. There are
two small pilot projects — of 50 and 46 units respectively —
now in existence, where the units are rented. There is one
big project, eventually to consist of 600 units, now under con-
struction in Quezon City, near Manila, where the units will
be sold to carefully selected buyers on a very attractive month-
ly payment basis.

No other life insurance company in the Philippines has
taken advantage of the changed law. On the contrary, in their
real estate operations, the other companies stick to the more
conventional forms of mortgage financing. Why is this?
There seem to be several good reasons: The market for sound
mortgages at profitable rates is good; only American and Fil-
ipino companies can own real estate in the Philippines, which
rules out this. kind of operation for some companies; big in-
vestment decisions are made by the American companies at
the home office, and unconventional decisions are seldom made
over such a distance; and finally a big real estate operation
takes a lot of money. What it boils down to is that at present
the other companies do not think that the Philamlife kind of
investment would be good business for them, although they
are willing to concede that it might be good business for
Philamlife.

It is perfectly clear that Philamlife thinks so, even though
at first sight the “good business” angle may not be so obvious.
Let us take as an example the Quezon City housing project,
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which is the company’s greatest pride. Whern it is completed
it will have a book value of some 10,000,00f: pesos, and will
probably represent 20 percent of the company’s total assets
at that time. No business organization can afford to be guided
by altruism or sentiment in making decisions about a proper-
ty of that size.

And yet — the company bought the land from the Phil-
ippine Government, and one of the conditions of sale was that
the company’s return on its investment should be limited to
5 percent a year. With mortgage money easily saleable in
the Philippines today at 7 percent and even.® percent, where
is the “good business” in this? Especially, when you have
to take on the headache of managing the property.

The answer is one of business judgment in the evaluation
of a number of factors.

....In the first place the headache of management is so big
that a separate organization will have to be set up to handle it,
and most of its expense will be chargeable to the project.
Thus, the cost does not come out of the 5 percent return —
as overhead of handling a mortgage would kave to come out
of its return.

....Next, each of the families living in the project will be
good friends of Philamlife when it comes to buying insurance.
And considering the size of Filipino families, this is a good
number of friends to have.

....0f course, all houses will be insured against fire, typhoon,
ete., with Philippine American General, Philamlife’s wholly
owned subsidiary; and each home owner will probably buy
enough term life insurance from Philamlife tv make sure that
the house will be paid for if he dies.

....The security of the investment can hardly be questioned.
Home buyers will be carefully selected as the kind of people
who build a community and hence, as an incidental in the
process, add to the value of the real estate. Therefore, if the
company should ever in the future find itself with a few
houses unexpectedly on its hands it would have no trouble
selling them at a good price.

....Also, the project fills a community need and hence marks
the company as one which makes a positive contribution to
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the community. This fact in itself means high morale for the
company agents and is excellent from the standpoint of pub-
lic relations. There were 20,000 visitors to the project dur-
ing the first 30 days after the opening of model homes. This
is good business.

When all of these factors, and perhaps others, were added
up, their big housing project looked better to the Philamlife
management than a series of mortgages on unrelated build-
ings or a safe full of stocks. So their good business decision
was to go ahead with it. The reasoning behind the decision
to go into full ownership of commercial-industrial buildings
must have been very much the same.

So much for the reasons for the decision. What have
been, or are likely to be, the results?

COMMERCIAL-INDUSTRIAL

PHILAMLIFE’S PRESENT commercial-industrial
program involves eight major projects, of which three are com-
pleted and occupied, two are under construction and three are
still in the planning stage.

The three buildings already up were all built for tenancy
by American companies. In each case the parent companies
decided to establish manufacturing facilities in the Philippines
after it became evident that import controls on finished
products would probably be tight. And in each case, according
to the local managers, the project would probably have been
considerably delayed if Philamlife’s kind of lease-back finan-
cing had not been available. Of the two buildings under con-
struction, one would definitely have been built anyway, while
the other is almost entirely dependent on the Philamlife type
of financing.

These buildings are modern in every sense of the word.
They were individually designed for the tenants; their fea-
tures include precise temperature and humidity controls, steril-
ized air conditioning for laboratories, ete. Along with many
other light manufacturing plants which have sprung up re-
cently in the Manila area as a result of import and exchange
controls, they are architecturally forward looking — pleasing
to the eye and pleasant to work in.
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What have these industries done for tne thilippines, and
what part of their contribution is really Fnilamlife’s? On
the last part of this question it is too easy - make extrava-
gant claims (as company enthusiasts somet.mes do), so it
would be well to get the Philamlife contributir n in perspective
at this point. In the first place, Philamiife ks not “created”
any new industries to occupy its commercial- ndustrial build-
ings, nor is it likely to. Neither has it remnoved any major
obstacles which might have prevented the ind :stries from get-
ting started; that is, in all cases where Philamtife has financed
a commercial-industrial development, the char 'es are that the
same development would eventually have taker place with some
other form of financing if Philamlife had nc' been in opera-
tion. But, as was pointed out before, there would probably
have been delays, and perhaps the quarters e entually decided
upon would not have been as satistactory. 'Itnus, Philamlife’s
main contribution in this field has been th.t of expediting
commercial-industrial development, and not ¢! creating it. It
has also maintained a high architectural :nd engineering
standard which makes its buildings a credit t: the community.
And to some extent it has pioneered in openir g up new neigh-
borhoods for light manufacturing industry.

The industries themselves are contribut g to Philippine
industrislization and self-sufficiency — som-thing which the
¥ilipinos’ new nationalism makes them prize nighly. Whether
this makes sense from the standpoint of op 'mum worldwide
economic development is another point, but il is clear that the
Filipinos like it. and therefore it serves to rieet their aspira-
tions. A good example is one of Philamlife’- tenants, a firm
which used to import all of its goods in finis-ed and packaged
form limiting its purely Philippine operatior: to sales. Now
75 percent of its sales are of goods manuf: -tured wholiy in
the Philippines, and for all products value a ided in the Phil-
ippines amounts to 55-60 percent of sales.

(Of the buildings now in the planning s age, only one is
far enough advanced to warrant discussion. ‘I'his one, now-
over, is especially interesting. 1t will be a hospital, jointly
owned by 14 young and prominent Filipino doctors who, al-
though they will continue to be individual ractitioners, will
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POLICYHOLDERS

A RURAL POLICYHOLDER, a farmer, stands before his nipe hut
— probably built by himself with the assistance of his neigh-
bors. His carabao is at the right,
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TIIESE. SUBURBAN POLICYHOLDERS | ve in a
finrrio on the outskirts of Baguio Ci-v. The
man on the lert is a mechanic. and - ne fam-
ily operates a smalil truck farm in - e field
in the right.

& 1Ty PoOLICY-
#aLDER and  his ‘ ‘
fmily. N

Approved For Release 2002/11/13 : CIA-RDP80B01676R001100080013-0




A POLICYHOLDER being examined by a fluoroscope by the com-
pany Medical Director with the assistance of a nurse. The
Philippine American Life Clinic has also x-ray and electrocar-

diograph equipment.

MEDICAL SERVICES

CoMPANY EMPLOYEES are
x-rayed as a part of their
annual physical examinations
in the company’s Medical
Clinic and Laboratory. They
are free to consult with the
doctors as they please, and
are also covered by a group
hospitalization and surgical
insurance plan.
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agents of the Northern Lau-
zun Br.uch in Lingaven, Pan-
gasina: . This is a typical nf-
fice o1+ of the 17 production
branch 5 and units which
Philam ife has in strategic
piaces ull over the Philin-
piries. These branches and
some 2 900 agents are direct-
iy supe-vised by the Philam-
itte P =sident through the

THE COMPANY Agency Department.

PH'LAMLIFE’'S President con-
aratulates the Records De-
partment Team Captain on
wirning the company’s 1953
iterdepartmental  basketball
inur-nament as he hands him
ihe trophy. At center is the
chairman of the employees’
00 °t8 council.

A PORTION of the Home Office’s Policyhclders’ Serv ce Department which
takes care of the needs of policyholders ranging fr m requests for policy
loans to changes in their policies. There are a tot: | of 383 empiovees in
the Home Office and 125 in the 17 branches and nits.




. tf&, «
GOVMNERS oY RESA R Y/ 1BUELENGRDP 80 B0 ; ﬁsﬁg‘on-o

PHILAMLIFE assists industry and commerce by either extending
mortgage loans or actually financing the construction of a
building, thus permitting these commercial or industrial firms
to use their capital funds for the development of their respec-
tive operations. The buildings shown above are the first three
in the chain of commercial-industrial buildings financed and

Appro\fatrtoPRERIYSH92/11/13 : CIA-RDP80B01676R001100080013-0



J()l@ﬁ%ved For Release 2002/11/13 : CIA-RDP80B01676R001100080013- 6’
4 SECTION OF the 46-unit, two
snd one haif acres lot in Iloilo
{ity, the first of Philamlife’s
~gusing projects, inaugurated on
tebruaryv 1, 1952, Of the entire
srexn. oniy 20 percent went into
he puildings. The rest was dis-
‘ributed to roadways, sidewalks,
weviee  walks, park area and
wayeround, lawns, and tennis

surt, The houses are built of
Lot materials, and each unit

s twi bedroums, one master
ssifen, one auxitlary toliet. and

iving-dining room.

THE SECOND HOUSING PROJECT is locat-
ad on a ten acres gite just a few minutes : ER =
waik from the heart of Baguio City. ' : N

There are 48 cottages, an administra-
tion building, and a cooperative store.
Kach house has approximateiy 4,000
wpare feet of land area, and has two
hedrooms, one iiving-dining room, one
Kitchen. one bath and toilet, a built-in
clithes closet fcr each bedroom, and a
buili-in linen closet. Kach cottage has
water system, sewerage, electricity,
and  provision for telephone conne
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shown at right.
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A Two-BEDROOM BUNGALOW, the smallest of the several types
of houses to be constructed on the 600-house, 110 acres site on
Highway 54, Quezon City. Shown is one of the first four
model houses. Three hundred houses were scheduled for com-
pletion by November, 1954 and the additional 300 homes are
scheduled for early 1955.

BECAUSE OF THE INCREASED POPULATION and extensive war
damage, thousands of low-income people in Manila live in ba-
rong-barong dwellings like these, built of packing boxes, flat-
tened-out gasoline cans, odd bits of wood, corrugated board
cartons.
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PHILAMLIFE HAS PURCHASED a site for i's new
home office building shown above —— scheduled
for completion in 1957. It rents its mnresent
home office space. The projected building will
have 200,000 square feet of floor space and will
be on a five acres site on a booming nev. busi-
ness street in Manila whose development h: s been
heiped along by Philamlife projects, and where
land values, including the value of Philamlife’s
holdings, have increased commensurately.
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operate on a clinic basis. Present plans call for about 70 beds
and the latest diagnostic and treatment equipment.

The doctors’ plans are not complete in all details, but the
possibilities of their new setup have fired their imagination.
Among the things they are looking into is the possibility of
establishing a prepayment medical, surgical, and hospitaliza-
tion plan for family coverage of moderate income groups,
similar to Blue Cross. They are confident that their group
facilities will appreciably advance medical knowledge in the
Philippines.

HOME AND BRANCH OFFICES

IN ADDITION TO BUILDING for others, Philam-
life is also building for itself. It has already purchased sites
for a new home office building (it rents its present home of-
fice space) and for two branch offices. The branch offices
will be completed in 1955, and will be followed by others. The
home office is now scheduled to be finished in 1957.

The interesting feature about the home office building is
that it will be a sizable investment — P10,000,000, or just
about the same as the cost of the Quezon City housing pro-
ject. The building will be on a large tract on a booming new
business street whose development has been helped along by
Philamlife projects, and where land values (including the
value of Philamlife’s holdings) have increased commensu-
rately.

The fact that Philamlife is in a position to create values
simply by moving into a neighborhood has undoubtedly in-
fluenced its real-estate operations. Its San Fernando branch
office will be built in what is now a rice field, but company
officials are confident that their building will attract others
to the neighborhood. For this reason, they have bought more
land than they need, will put up more buildings than they
need, and will even have a small (20-unit) housing project
on the site. Similarly, they are considering a site for another
branch office, still in the tentative stage of planning, which
is away from the center of the provincial town that it will
serve; but officials think that the site they have selected is
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in the direction of natural urban growth, ani their judgment
5 strengthened by the belief that Philamlife s very presence
there will accelerate growth in that direction

HOUSING PROJECTS

ERE WE COME TO THE SUE ECT which, next
{o iife insurance itself. everybodv connected with Philamlife
likes most to talk about. The company’s ho <ing projects ——
existing, under construction, and planned — are its greatest
oride. The pride is justified.

jefore going into the subject, however, ne thing shoald
e made perfectly clear: The Philamlife pro =cts are not. by
themselves, going to solve the housing proble 1 of the Philip-
pines. Even Filipinos not connected with the company some-
iimes forget this when they talk about the hov:es that Philam-
life iz building. True enough, they will mal: a big dent in
<he backlog of hnousing for the middle-incon ¢ group in the
cities where they are located; and in addition they may stimu-
late other private companies to build similar kinds of houses
for this income group. This is a contributis n which sheuld
f0t be minimized.

Nevertheless, Philamlife does not even t:.uch the frinves
of the most important housing problem, whict is that of pro-
viding low-cost accommodations with sanitarv iacilities for the
thousands of Filipino families, mainly in Manils and its suburhs.
whose living conditions are now almost bey md description.
Nor is it the intention of the company to atter:ipt to meet this
problem. According to company officials, th:» is a field for
government action. It also happens to he z field in which
the government is taking action. Since the nd of the war.
the Peoples’ Housing and Homesite Corpora® on has started
siX majJor projects around Manila which, wk:n they are all
completed, will contain nearlv 9,000 dwelling units, and will
accommodate nearly 70,000 people at rentals y.nging from 20
fo 50 pesos a month.

This is large scale public housing, but even so it falls far
short of meeting the problem. Census figure show that be-
tween 1939 and 1948 the population of the ~‘hilippines as a
whole inereased by 20 percent: that of Manila bv 55 percent.
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And Manila was hardest hit by war damage. The result is
that the city’s swollen population has strained housing and
sanitation facilities beyond the breaking point. On public
land in and around the city, people without houses have set
themselves up as squatters, usually building some sort of crude
shelter out of whatever materials they can lay their hands
on: Packing boxes, flattened out gasoline cans, odd bits of
wood, even corrugated board cartons. They have no privacy,
they have no water, they use public toilets or none at all.
And they breed disease, delinquency, and discontent.

At the same time, the population pressure in Manila has
created an inflated real-estate market which would make it
virtually impossible for most of these people to pay the going
rent even if they were lucky enough to find a place that they
could have. For them, the only answer is public housing —
or some variant of it, such as that in one large project now
nearing completion, where the government will provide roads,
water and sewage, and a small outbuilding on each lot which
will contain a shower, a wash tub, and a toilet; each family
that rents one of the lots, at a very low figure, will improvise
its housing.

This public program is going on and has been going on
for some time. It will have to continue and expand — but
not with Philamlife money. The field of very-low-cost hous-
ing is too precarious to warrant the risk by an insurance com-
pany of its policyholders’ funds.

Philamlife helps to fill another need. With government
projects under way at the very-low-cost end, and with the up-
per middle-income and wealthy Filipinos amply able to take
care of their housing needs in spite of the inflation (from
which many of them profited anyway), the forgotten man in
the Philippine housing field has been the middle-income fel-
low. This means the man earning between 500 and 1,000
pesos a month in Manila and somewhat less than this in the
provincial cities. He is in the growing white-collar class — an
office manager, a small store owner, or a professional — who
has high hopes of raising his family in decent and happy sur-
roundings. Too often he is stymied by the housing shortage.
He can’t afford inflated rentals; he can’t accumulate enough
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between a conditional sales contract and the kind of equip-
ment-rental system sometimes found in the United States where
the renter is given an option to buy eventually and to apply
his rental payments to the purchase price.

The Quezon City houses are exceptionally attractive.
They will all be of the same basic design, but with enough
variation in size, color, elevation, roof treatment, etc. to avoid
the stereotyping which blights so many housing developments.
There will be both two- and three-bedroom houses, some with
car ports, some without. And there will be a few “deluxe”
three-bedroom houses on larger lots and with extra features.
Prices on the standard houses range from P13,000 to P17,000;
monthly payments on the 20-year basis, for example, will
be P111 for the smallest house and P146 for the largest stand-
ard one, including taxes, insurance and major repairs. The few
“deluxe” homes are priced at P27,600.

As would be expected, the company has been mobbed by
would-be purchasers for these houses. There is no problem
at all of selling them; rather, as the company sees it, the problem
is to sell them to the right people. This has put Philamlife in
the very interesting position of having to plan a community
in all details — not just the physical and architectural de-
tails which can be settled by a knowledge of engineering
and of aesthetics, but the human details as well. What at-
tributes make a person both a good business risk and a good
neighbor? A man’s employment record, his credit standing,
and such things, are good guides to the first half of the ques-
tion, but what about the second half? Company officials have
suddenly become conscious of the fact that while each of them
could make a pretty good judgment as to what kind of neigh-
bors he would like to have, the selection of good neighbors
in the abstract is a tricky business.

There are certain obvious disqualifications: The com-
munity would want no wife-beaters, no drunks, no deadbeats,
no obviously antisocial characters. On the positive side, it
would want dignified, stable, friendly, and considerate people.
But a community composed entirely of people with all the ac-
cepted virtues and none of the current vices could be a fairly
dull place. Company officials have set up a “rating” system
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from which they intend to select their new nome owners on
an objective basis. However. one gets the f:eling from talk-
ing to them that they hope there will be sc ne human error
in their selection and that a maverick or tw will slip in.

If the presently contemplated rating sy::em is used, the
most highly qualified prospective home owner will be between
25 and 35, married, with three dependents, ar 1 will have been
steadily employed for the last five vears by a reliable and rep-
utable employer. His income will be abou: P800 (a much
higher income will be as much of a disqualifi ation as a much
lower one); he will have a savings account or other liquid
assets equal to three months income, insurarize equal to two
years salary, and debts amounting to less tha: six months in-
come. He will have been paying about P150 nonthly for rent
for decent quarters in a good neighborhco¢ He will be a
cood Insurance risk. And. of course, his ha'its will be tem-
perate, his reputation good, and his morals inquestioned.

in other words, he will be a middle-ir ome man. very
uwrobably on the way up. He will be more setti :d, more thrifty,
and generally more promising than most. And the com-
pany prayertuily expects that he will be a gc¢ d citizen in his
{and its) community.

This sort of housing development is an :ntirely new ex-
periment in the Philippines. Never before h: e people in the
«iddle social and income groups had the opp rtunity of com-
munity living on this scale. Neither, of cc irse, have thev
raced its challenges — the continuous tug of ar between the
tieed for some group conformity and the desi:: for individual
oxpression which inevitably results when pe ple live in the
same kind of houses, send their children to “he same school,
use the same parks and playgrounds, and go to ~he same church.
We in the United States are used to it: Filip ws are nct. It
will be most interesting to see how they adji -t.

INDIRECT EFFECYTS OF PHILAMLIFE
HEAL-ESTATE OPERATIONS

ANY ECONOMIC ACTIVITY ls consequences
beyond those which are immediatelv obvious f om observation
tf the activity itself. Sometimes these conse 1uences are dif-

iy

laa

Approved For Release 2002/11/13 : CIA-RDP80B01676R001100080013-0



Approved For Release 2002/11/13 : CIA-RDP80B01676R001100080013-0

ficult, if not impossible, to trace; they get lost in the general
stream of economic life. In other cases the cause and effect
relationship is far from clear; that is, certain economic ac-
tivity may be related causally to another event which follows
it in time, but who knows whether the second event would
not have happened anyway, “caused” by something else? For
these reasons we are not going to be too precise in attempt-
ing to measure the indirect effects of the Philamlife real-estate
operations. We will simply cite a few cases where these oper-
ations have clearly been related to some subsequent develop-
ment,

~...As has been pointed out before, the very nature of Philam-
life’s operation tends to increase land values. One of the least
desirable postwar phenomena of the Philippines, particularly
in Manila, was the rapid increase in land values, which was fed
mostly by speculation and quick-turnover investment in exist-
ing structures or in congested areas. Philamlife has not con-
tributed to this kind of inflation. On the contrary, most of
its real-estate investments have been in outlying distriets, and
it has gone into them not for a quick turnover, but for the
long pull — as have the other insurance companies in their
mortgage loan business. For the company, this has created
the prospect of a long-term capital gain in a new neighbor-
hood that it has been instrumental in building. For the econ-
omy as a whole, the new building in outlying areas has helped
to take pressure off the inflated real-estate prices in more
congested areas.

....S0 far, one possible effect of the Philamlife operations
has not occurred. Similar and imitative projects have not been
initiated by others — yet. In particular, there are no other
large-scale housing projects planned for middle-income groups.
But there are signs that the popular reception and probable
financial soundness of the Philamlife projects — especially the
one at Quezon City — are making others sit up and take notice.
Imitation may come later.

....Also, it is too early to judge the likely effect of the largest
housing project on community development in its neighbor-
hood. The project itself will have stores, a school, and a church.
Perhaps others will be needed, and perhaps they will be built
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in the neighborhood and become the nucleus of a new sub-
urban development. And perhaps not. But .7 it happens, we
van safely say that Philamlife had a big hand in starting it.
....The local home-furnishing industry can expect a smalil
boom in the sale of furniture, rugs, stoves, r:frigerators, and
such as the Quezon City-project houses are cempleted. Based
on their experience elsewhere and on their analysis of appli-
cants for Quezon City houses, Philamlife officiils estimate that
well over half of the new residents will furrish their homes
almost completely with new goods, and virtue!ly all will have
to make major purchases of one sort or another.

....0f course, the commercial-industrial ter.ants have been
and will be spending money for equipment and ‘urnishings, and
local supplying industries have benefited. But here the causal
chain back to Philamlife is tenuous. As has 'ieen pointed out
hefore, the commercial-industrial buildings wuld very prob-
ably have been put up somehow if Philamlif- financing had
not been available, and the tenants would h..ve had to fur-
nish them. On the other hand, the housing projects simply
wouldn’t have happened in the absence of Philimlife, and peo-
ple by and large would have continued to live in their former
guarters with their old furniture.

-...0One of the Philippine goals on the road owards greater
aconomic self-sufficiency is an expansion of th- local building-
materials industry on an economic and low-cost basis. Philam-
life has definitely made a contribution in this (lirection. Some
think that it has been a very big contributior others that it
nas been helpful but not decisive. The fact is of course, that
although the Philamlife projects are outstandir ¢ ones of their
«ind, they are only a small part of the aggregite construction
‘n the Philippines, and it would be surprising i~ Philamlife has
i>een uniquely responsible for anv major stimul is to the build-
ing materials industry.

However, the company has been instrumental in the de-
velopment of some new products and processes Just how in-
strumental is anybody’s guess. Here are some examples:

®* A new type of jalousie hardware is be ng installed in

the houses of the Quezon City project. This new, and
very simple, hardware is patterned after an American
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product. It is expected to reduce the cost of jalousies
very considerably and provide some stimulating com-
petition for manufacturers of the old type jalousies.
Jalousies are extensively used in the Philippines, and
prospective home owners will certainly welcome the sav-
ings. (Philamlife engineers estimate the savings at 220
pesos for a two-bedroom house with six windows).

Quezon City houses will have a new type of corrugated
asbestos roofing which has been under development by
the manufacturer and his affiliates for many months.
The manufacturer claims — and Philamlife hopes that
he is right — that this material is ideal for the Phil-
ippines, with its problems of heat, humidity, and light
frame construction. Philamlife’s contract for this ma-
terial was the manufacturer’s first sizable one. It is
most likely that this roofing would have been put on
the market anyway, with or without Philamlife, but in
any event Philamlife gave it a real boost.

The company’s contractor has developed several cost
saving methods which are applicable only to “project”
type building. The most interesting of these is a pre-
fabricated “plumbing tree” in which all the sewer con-
‘nections for the entire house — the water closet, the
lavatory, the kitchen sink, and the shower drain — are
prefabricated in the shops, and set up in the house in
one operation.

They have also developed a new exposed-rafter ceiling
agsembly, in which part of the roof structure is laid over
the ceiling and becomes structurally a part of the ceil-
ing frame itself. This eliminates a large part of the
ceiling framing formerly used.

Inasmuch as windows were standardized, they were able
to develop a special concrete block for use around win-
dows. The block contains a groove on the jamb side,
facilitating the installation of steel window frames.

A hitherto idle ceramic plant is resuming operations in
time to supply the Quezon City project with ceramic
floor tiles and glazed ceramic bathroom tiles (this last
a new product for the Philippines). As in the case of
the roofing materials, this plant would probably have
gotten under way eventually without Philamlife, but it
is fair to assume that the Philamlife contract for 600
houses helped it along considerably.
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INVESTMENT OTHER THAN REAL ESTATE

AS OF THE END OF 1953 on:v 30 percent of
Philamlife’s admitted assets were in real estite. the balance
being in the more usual kinds of insurance .~ompany invest-
ments: Kirst mortgage loans (17 percent), h:gh grade bonds
und stocks (16 percent), loans to policyholders (25 percent),
:nd the balance in cash and miscellaneocus irvestments. But
lsy the end of 1954 the company expects that it: financial com-
mitments for its real estate operations in Que:on City and on
the commercial-industrial projects now under way will bring
the total of real-estate investments (exclusiv: of home and
branch office land and buildings) to just about the legal limit
ot 50 percent of admitted assets. Furthermor:. vractically all
of the company’s anticipated new investment funds in 1954
will go into these real-estate projects. This m ans that for all
practical purposes, Philamlife will not, during tis vear at least,
te a big source of investment funds for general borrowers in
the Philippines.

Nevertheless, the company will be in a posi ion to influence
the general money market to some extent. On . of the favorite
stories of company officials is that they were re-ently approach-
ed by the mayor of a provincial city who asked the company
to finance a local street-improvement program The company
had to decline because its anticipated funds were so fully com-
mitted. However, the company officials proinsed as a sub-
stitute that the city make a public offering ¢¥ bonds for the
purpose of financing the program and, thus, try to raise a large
part of its needed capital from the city’s own re-idents. If such
an offering were made, they promised, Philarilife would take
u substantial amount of the bonds in order to h:lp create publie
confidence in them. As this is being written. the city is pro-
ceeding on this basis; the Philamlife interest, ¢ty officials say,
ras “greatly influenced’’ the program.

It may be an exaggeration to suggest th:t if Philam!ife
fiad not helped in this case, the bond issue w uld never have
tween thought of, local capital now prospectively going into com-
munity improvement would have remained dcrmant, and the
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city’s streets would have continued to deteriorate. But it is
not an exaggeration to say that in this case the company was
consciously motivated by its opportunity to put its prestige be-
hind a project which was clearly related to economic progress,
and that its action — or promised action -— helped.
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Philamlife — Other Aspects

J[N ADDITION TO MAKING investments and :elling insurance,
there are other aspects of the companv’s operations that
have a social and economic impact on the Philippines: its
labor policy, its community relations. its insur:nce by-products.

INSURANCE “SIDELINES”

AMONG THE CLAIMED SUPEZLATIVES of Phil-
amiife listed in Chapter III was that it has pioneered in the
Philippines in group life insurance and in gr . up surgical and
hospitalization insurance”. The full truth ¢ this claim de-
pends somewhat on just what definition is g ven to the word
“piloneered”. If it is to mean that in each ca-.» Philamlife got
there first and showed the way for others to tollow, then the
statement will not hold up without qualificati n. If, however,
it is to mean that the company went into a -ather uncharted
field and, along with some others, made nev tvpes of insur-
ance coverage available in the Philippines, th-n the statement
i3 true. 1t can even be made stronger. for Fhil..mlife’s activities
‘n the group insurance field have not been t mid or hesitant,
and, as is the case with regular life insuran e, the company
i writing much more than its proporticnate share.

As of the end of 1952 (the latest date for which com-
parative data are available) there were 45 ro .p life insurance
policies in the Philippines; Philamlife, onlv si: vears old, had
22 of them, and 7 additional ones were added by the company
in 1953. By anything approaching Americar standards, this
s not impressive. In the U.S. in 1952 there w.re 82,000 group
policies covering 35 million lives for an aggrerate of $67 bil-
ion; at the end of 1953 Philamlife covered nly 6,500 lives
with group policies which aggregated onlv 17 million pesos.
However, this is a start, and an important on-. in getting the
#ilipino people acquainted with the value of nu- - life insurance.
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It can be expected that within a very few years a respectable
amount of group insurance for each employee will be one of
the normal fringe benefits for Filipino workers.

Philamlife’s pioneering is a little clearer in the case of
group surgical and hospitalization insurance. (The company
issues no individual policies of this sort, nor does it plan to.)
Here the company is frankly feeling its way. It is willing to
tailor such insurance to meet the wants of the buyer, provided
it can find some reasonable actuarial basis for establishing a
rate. For example, it has policies which cover employees only,
and others which cover employees and their dependents. So
far only six policies, covering a few more than 1,000 people,
have been issued, and one of these is for the Philamlife em-
ployees themselves. Perhaps the uncertainties of this kind of
insurance have kept the other companies operating in the Phil-
ippines away from it; in any event, no other company noew
offers it, although some Filipino employees of subsidiaries of
American firms get the same kind of protection as an exten-
sion of the parent company’s master contract in the U.S. The
uncertainties are also of concern to Philamlife. Until there
are more solid data on which to base rates, all contracts will
be written with the provision that rates can be varied from
year to year if experience warrants changes.

The company is also pioneering — in the sense of strik-
ing out into unknown fields — with insurance on substandard
risks. Practically all companies take substandard business, but,
according to Philamlife officials, most of the others make their
underwriting decisions in such cases on the basis of American
experience. Philamlife is trying to develop a substandard un-
derwriting practice suitable to the particular conditions of the
Philippines. So far its experience has been good, but since
it takes years sometimes to appraise properly the results of
changes in underwriting practices, the company is moving
slowly and with understandable caution in this field.

One of the Philamlife’s substandard specialties is the ex-
tensive coverage that it gives to the members of the Philip-
pine Armed Forces. One sixth of the company’s individual
policyholders are in the forces, but, since servicemen tend tfo
buy smaller-than-average policies, they have only about one
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lenth of the company’s insurance in force. Eoughly a third
of the regulars in all three services combined - the army, the
alr force, and the navy — have Philamlife po! cies without a
war clause, a fact which accounts for the coripany officials’
sometimes anxious interest in the state of world tensions.

The Philamlife actuaries and underwriter- are watching
this business carefully, because the group is l.rge enough in
the company’s total business to warrant special treatment. In
#ddition to a flat rating of nine pesos per thousand on all ser-
vicemen’s policies, special occupational ratingz are applied
strictly, and there is a fairly low limit to the amount of in-
surance that can be written on any one life vithout the ad-
dition of a war clause. '

I"'REE MEDICAL SERVICES

AN INTERESTING CHARACTER 3TIC of Philip-
pine insurance companies — not just Philamlife — is that some
«f them offer free annual medical check-ups 1) their policy-
tolders. And the policyholders take advantag: of the offer
too. Lkivery day people come into the Philamlif- office in Ma-
rila, sometimes for a regular check-up, but mor often because
they suspect that something is wrong and they don’t want to
Fave to pay a doctor to tell them about it. Ex:ept for minor
or routine ailments, the Philamlife doctors give diagnosis and
referral only and no treatment. There have bet 1 several spec-
tacular cases where tuberculosis or cancer was ¢:scovered early
enough to permit successful treatment. There Fave been other
equally spectacular cases where people who susticted that they
had cancer, or something else very serious, Fave had their
mental health restored by being assured that t! ey didn’t have
anything of the sort.

Heretofore this service to policyholders has been available
only in Manila. The company is now planniig to equip a
van type truck with laboratory equipment, an X -ray, an EKG,
a fluoroscope, and a pretty nurse and send the out into the
provinces with a doctor to give the same ser:ice to policy-
holders there. And at the same time. of course. the doctor
and all of his equipment will be available and »n the spot to
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examine applicants for new life insurance in case a Philamlife
provincial agent has some applicants waiting. He will have to
be a very unimaginative agent if he doesn’t have several when
the doctor rolls up in his mobile clinic.

EMPLOYEE RELATIONS

THE OUTSTANDING FEATURE of Philamlife’s
personnel policy is that practically all of its employees and of-
ficers are Filipinos. The only exceptions are the president,
a new actuary, and a branch office manager and cashier. Very
few other American-owned firms in the Philippines have such
a policy. Especially at the top levels and in technical posi-
tions, other firms tend to staff themselves with Americans
or Europeans. Philamlife’s policy in this respect is a delib-
erately chosen one, in line with the company’s initial and
sustained effort to get itself identified in the minds of the
Filipinos as primarily a local enterprise. Good public rela-
tions is an aid to selling life insurance, and the company thinks
that its policy of promoting Filipinos to key positions makes
for good public relations.

On the whole, employment conditions with Philamlife are
good. In almost every respect — wage rates, hours, overtime
payments, fringe benefits — the company exceeds minimum
legal requirements by a good margin. However, this is not at
all unusua! among American-owned firms in the Philippines,
nor is it unusual among the better-run Filipino ones. Manage-
ment would have to be very unenlightened indeed if it met
only the present minimum legal requirements. Labor experts
in Manila rate Philamlife’s total performance with respect to
labor conditions as excellent, but not unexcelled in each par-
ticular. It has been pointed out that some firms pay better
wages, especially in the very lowest brackets; that some re-
tirement plans are better than Philamlife’s; that some other
companies are less paternalistic. But it would be difficult to
find many other companies with working conditions that are
clearly better than Philamlife’s when consideration is taken
of all the things that go to make up a personnel policy.
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Here are some of the features for employ 2es:

* Permanent employees get 15 days annu:l and 15 days
sick leave a year. More important, they are encouraged
to take their vacation leave regularly, :nd work sche-
dules are arranged so that they can. ""here is also a
special maternity leave arrangement.

* Since the company, being in the life insurance business,
has a staff of qualified physicians, it is in a better po-
sition than other kinds of companies to »rovide a well-
rounded health and medical program ror employees.
There are, of course, the usual first-aic facilities, but
in addition, each employee has a full che k-up annually,
and the medical department also proviies some free
services to dependents.

* Employees are covered under a group lif : insurance ar-
rangement which provides protection rang ng from P3,500
to P11,500. The company pays for the f rst P1,500 and
contributes 20 centavos per month (out »f a total cost
of 65 centavos) for each additional P1,1:00.

? The company insures its workers under its group sur-
gical and hospitalization program, with & company con-
tribution of P1.50 per month out of a tota’' premium cost
of P2.66.

* Overtime is discouraged, but when it n:vertheless oc-
curs, as it must during peak seasons, th. overtime pay
is generous, ranging up to better than do .ble time after
the seventh hour on Sundays and holida s.

* Both office employees and agents are co.ered by a re-
tirement plan to which the company malss a contribu-
tion equal to that of the employees.

¢ There is a full schedule of employee act vities: sports,
social events, an educational council. and a ladies club.
Employee participation in these activities is high.

* The company has set up a revolving fun! for loans to
employees in cases of emergency. Loans are limited to
P250 or 75 percent of the monthly salery, whichever
is smaller, are interest free, and must be repaid in five
months.

There are other good features too. The rianagement is
censtantly thinking of ways to make life more vleasurable for
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the people who work for Philamlife, on the theory that people
who are well taken care of by the company add to the com-
pany’s prosperity. Here is the germ of criticism that the Ameri-
can observer might find: namely, that too much initiative and
final decision with respect to employee affairs rests with the
management. It might be healthier if there were more em-
ployee participation in such matters — as there probably will
be when the presently youthful union movement in the Phil-
ippines comes of age and acquires responsibility.

However, we can be sure of one impressive thing: Phil-
amlife employees like their company and their jobs. For the
last two years the separation rate for all reasons has been be-
tween 1 and 2 percent. For the preceding three years, during
which expansion (and hence lightly screened hiring) was ra-
pid the rate averaged a little over 4 percent. The low rate of
labor turnover would make any personnel man happy.

COMMUNITY RELATIONS

PERHAPS WE HAVE emphasized too much
that Philamlife believes that good public relations is good busi-
ness — that when you are in the life insurance business, it
pays if people like you. Of course, this is true. But the ques-
tion of good public relations can be looked upon in two fun-
damentally different ways. For one thing, it can be considered
something that a business needs, as it needs office space, a
a product to sell, and a number of people to work for it. The
business that looks on public relations this way might try to
buy its necessary share of good will from the Madison Avenue
experts and charge the cost to overhead. But the question can
also be approached from the other angle; this would be the
angle of trying to adapt the business, consciously, to the things
that the community wants, and getting the extra compensa-
tion that comes from a constructive contribution to progress.
This, it would appear, is the way that Philamlife looks on its
public relations. As we shall see presently, it pays off in
much more than satisfaction alone; it pays cash too.

It takes only a few minutes with the top men of Philam-
life to see why they look on public relations this way. They
are extroverts, all of them. They like people, and they want
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people to like them. In one way or another, they each have
an individual drive for public service, and thsy consequently
prize very highly the public-service aspects of whatever Phil-
amlife does. In view of the fact that these are the men who
make Philamlife policy, it is no wonder th:t much of the
policy results in actions that are genuinely in the public interest
»f the Philippines, and that the company has & good record of
2ooperation with the government.

The story is told of a man who came to the company ask-
ing for a job. When he was turned down. he made a digni-
fied request: ‘“Could I,” he asked, “buy a lif: insurance po-
iicy? I want to be a part of this wonderfu! organization.”
Very likely this sort of superlative in public rel:tions happened
10 more than once, but there can be no doub' that the com-
sany is held in high regard by the people of ‘he Philippines.
sometimes this regard is shown quite officially. For example,
the then President Quirino dedicated the site of the Quezon
ity housing project. And Philamlife agents are welcomed
in Armed Forces installations, where they write, on a salary
deduction basis, the bulk of the commercial life insurance
hought by Filipino servicemen. This sort of thing requires
prestige,

The prestige comes from the necessary combination of
the company’s actions and the willingness of company officials
to talk about them. For these officials cleariv want to be
proud of their company as a Philippine instit.tion, forward-
Iroking, and growing with the new Republic. Vet at the same
time they are hard-headed businessmen. This eives a slight-
tv odd twist to some situations. It is not vnusual to find
some businesses adopting a particular policy because it will
result in “good public relations.” But at Philarmlife the hard-
teaded business decision, once made, suddenly becomes a
public relations asset as the officials of the comps ny wring every
last bit of good out of it that can possibly corntribute to the
rrogress of the Philippines.

And often thev surprise themselves in this rrocess by find-
ing something in their plans that was not foreseen in their
early deliberations. For example, the company is now laying
plans to establish a bank as a subsidiary orga:ization. This
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makes sense from a business point of view if for no other
reason than that the company handles a great deal of money
each year, and has to transfer considerable sums from outly-
ing points to Manila, and the cost of transferring through the
Philippine banking system is substantial. As soon as the plans
began to jell, company officials began to think of the public
needs that they could fill, especially the need for agricultural
credit in the provinces.

Their dream now is of a group of branch banks which
will help to break the back of the system of usurious credit
— and hence of rural poverty — in the Philippine provinces.
This is what they talk about now, privately. Since they have
dreamed it, they will probably do it, and then they will talk
about it publicly.

Community relations are genuine and good.

65

Approved For Re.ease 2002/11/13 : CIA-RDP80B01676R001100080013-0



Approved For Release 2002/11/13 : CIA-RDP80B01676R001100080013-0

VIL

Summing Up

.L; ET US NOW LOOK at what Philamlife does against the back-
irround of what its host country needs and wa:its.

THE BACKGROUND

WE HAVE SEEN THAT from t..e standpoint of
sur own interests in the Far Kast, forgetting :or the moment
‘he interests of the Philippines themselves, th: new Republic
»f the Philippines must get ahead. It doesn’t matter whether
we and the Filipinos like it, or will admit it, but the fact is
that in the Philippines the United States is n trial in the
ayes of most of the people in South and South.ast Asia. And
how we survive this trial depends to a very grea' degree on how
the privately owned American firms in the ’hilippines con-
duct themselves.

....There is an insistent demand for opportun ries of advance-
ment for Filipinos as a part of the country’s relatively mild
nationalistic aspirations. The dominance of Americans and
[luropeans, and the prosperity of the Chinese, ir. economic fields
is an irritant to the Filipinos.

....A great deal of capital needs to be plowed nack every year
into the country’s agricultural assets: into ite villages, fields,
and roads. The country needs more public nealth facilities
and more education. Some small part of this 'an be financed
from abroad; more can be financed locally in 'ne way or an-
other by conventional means; but most must L “financed’” by
mobilizing the available village manpower, wk.ch needs inspi-
ration and tutelage rather than money to be .ut to work for
the benefit of the village.

....There is a steong grass roots demand to ge. away from the
remaining vestiges of colonialism. One of the most important
things to get away from, as the FKilipinos sec it, is the con-
tinued dependence of the islands on imports of things they

Y
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think they can just as well make for themselves. Therefore,
they want to industrialize, within reason. Added to this de-
sire for economic independence, which is certainly a will
o’ the wisp in today’s world, is the need to find employment for
people who quite literally cannot find anything to do in the
limited labor market of the Philippines at present. This
doubles the demand for new opportunities for labor.
_...There is a need to create a long-run attitude in the Fili-
pinos, who are apt to be impatient and to expect overnight
results from the programs that are now under way. The eco-
nomic and social changes which are now in sight, and which
excite the more  imaginative among the Filipinos, cannot take
place quickly. The patience that is needed can best be as-
sured by continued progress, even though it may be slow.
....Finally, so far as the alien business firm is cencerned,
there ought to be a sympathetic understanding of Filipino as-
pirations. It is supposed to be a fact, demonstrable in any phy-
sics laboratory with a long enough pendulum, that the earth
revolves around every point on its surface. In Manila it is
not necessary to have a laboratory, because the most casual
observer can see that not only the earth’s axis, but also the
center of the universe, is in the Philippines. The Filipinos
are deadly serious about making life for them what they think
it ought to be, and it serves no American interest well, busi-
ness or government, to ignore their determination in this matter.

PHILAMLIFE’S CONTRIBUTION TO THE PHILIPPINES

Now, WHAT DOES THE Philamlife operation
amount to against this background? The general answer, of
course, is clear: Philamlife is good for the Philippines. It
is not there for the quick dollar and the big return. On the
contrary, its long term investments in real property give it
a stake in the prosperity of the fairly distant future of the
islands. And this means that it has a stake in the progress
towards that future. This is something that appeals to the
Filipinos.

The company is actively creating savings, largeiv among
people whose savings never bhefore amounted to anvinng im-

‘e
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portant to the Philippine economy. At the pr.sent time this
point can be overrated, because personal liqu d savings are
«till not of much significance to capital formation in the Phil-
ippines. As is the case in most countries in th.s stage of eco-
rnomic development, major reliance for financi.l capital must
e on government and business savings. Annual increments
to personal institutional savings in the Philipp nes amount to
perhaps P60 million, or around 10 percent ot the estimated
snnual requirements of new capital. But Ptilamlife, after
¢nly a few years of operations, is accounting for about 15
percent of the total of personal savings of this type, and it is
still growing. Also, and very significantly, i~ is helping to
reach people whose savings have never before been brought
into the money economy of the Philippines bu! whose spend-
ing and saving hLabits are becoming increasirgly important
2s the money economy spreads. And finally, t:e thrift which
the company helps to inspire undoubtedly cre:tes more of a
1sng-term outlook for those who are exposed to “he inspiration.

As we have seen, the company puts the —apital it aeccu-
raulates to work in a way that demonstrates its interest in the
Jevelopment of the country. At least half of ', according to
iaw, must go into conventional life insurance cimpany invest-
ments. But under present company plans the ther half goes
¢ither to advance Philippine industrialization, «r into housing
projects which meet a Philippine need as well .5 a life insur-
snee company could reasonably be expected t¢ meet one.

And in its personnel policy the company ves just what
the Filipinos want and require: It develops F lipinos for po-
sitions of responsibility. Thus it helps to p-ove what the
IPilipinos have long believed — namely, that if they are given
. chance they car hold their own against all ‘omers. Every
clerk in Philamlife feels that he is on the wa up, and each
vice president is certain that he is not yet at the top of the
ladder. The top may not be with Philamlife; - may be with
:nother business, or it may be in governmen:. But in any
:vent, there is no limit imposed by the comp:ny’s perscnnel
noficy to the full realization of any aptitudes ‘hat a Filipino
<mnloyee might have.
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PHILAMLIFE’'S REWARD FROM THE PHILIPPINES

WHAT DOES THE COMPANY get out of this?
We have already suggested that the officials get a great deal
of pleasure and pride from it, but this is hardly enough to jus-
tify the initial investment that went into the company. The
pleasant fact is that the company also makes good money.

A life insurance company is not expected to be very
profitable during its early and growing years, largely because

"of the high initial cost of putting business on the books.
From an examination of the records, it would appear
that Philamlife has been no different from what would be
expected. Since the company was organized in 1947, it had
paid only one dividend up until the time this study was made.
That was in 1953, when a dividend of 10 percent was declared.
But during these years it has added nearly 2,000,000 to
its initial paid-in surplus of 1,100,000, all of which is potential
profit in case of liquidation. Its investments, especially those
in real estate, have a market value nicely in excess of the
amount that is carried on the books. And it brings business
to other Starr companies, principally to the Starr affiliate with
which it reinsures.

This does not add up to a spectacularly profitable opera-
tion, as though the company had struck oil or had found gold
on one of its properties, but it does show a respectable invest-
ment return. And the chances of Philamlife continuing to
realize it are vastly improved by its deliberate identification
of its own welfare with that of the Philippines and by its de-
termination to continue to conduct its affairs with this in mind.
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Business Writers Association of the Whilipyines
MANILA

s W L) daw b
as tidq T 3550

Habras cy 26, 1954

National Planning Association
1606 New Hampshire Ave,.
#ashington, D.C.

Gentlemen:

This is our summary report of the survey which
our organization made for you of leading Filipino
opinion on the following questions:

{a) If a successful American-¢wned enter-
prise is to mwake a significant con-
tribution to the economic and social
progress of the Philippines, what
should be its most importent character-
istics?

{b) What successful Awerican-cwned enter-
prises are making such a contribution?

{2) In general, how do these Arerican-owned
¢nterprises cowpare with cther enter-
prises (Filipino and other Non-American)
in this respect?

Before going on to our summary, however, I shoulc
like to make certsain observations about the survey:

First, we interviewed a total of 22 persons; one
declined to comment; three were interviewed jointly, and
w2 consider it proper to consider their cosposite answer
a5 3 single interview, Consequently, we had 18 productive
interviews,

sacondly, in spite of the relatively amall sample,
i be2lieve that we have heard froe a2 highly influential
#roup of leading citizens who are identifie: as spokesmen
iaﬂ policymakers for their respective inter:sts, and thst
B » avnihemsized opinion reveals the think . ng of B muck
¥roup, Their representativeness may pe judged by
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the fact that in their various capacities they are import-
antly ideuntified with: 5 chambers, 2 federations, 2 govern-
vent or nationmal councils, 2 departments of governwent, 3
government corporations, 3 civic or cultural groups, 3
business or techmnicel groups and associations, and at least
40 private business firms, Most of those interviewed were
Filipinos, but there were a few Awmericans and other non-
Filipiaos included.

Becsuse of our agreed stipulation that the persons
interviewed would remain anonymous -~ a stipulation which
i think added to the validity of the results - I can not
identify thew further,

Thirdly, the survey was conducted by Mr. Hernando
G, Cosio on behslf of the Business Writers' Association of
the Philippines, My, Cosio is a long time member and
past officer of the association,

The results of the survey are as follows, You will
notice that we are presenting thew in statistical form,
although we realize that a statistical approach is not
fully sppropriate for this kind of study.

THE FIRST QUESTION drew the following replies (in
more or less these terms, and either in negative or positive
form) :

Tiwmes Cited
(2) wust share their know-how; gilve - -
advancement opportunities, and
afford training ....cecevenconcres (11

(b) must be fair to labor; give
better wages; afford maximum
ewployment to Filipinos; improve
living conditions ,..cceveveensrse (8)

(c) must be willing to make long-
term investments, at low initial
profits; re-invest and not run
away with fast gaing ....cesonecee (7)

(d) must be sywmpathetic to Philippine
aspirations for economic
independence; fit the economic
PRLLOrnD ,.cicocosvcssrsrnsvcssssns (6)

(e) wust be willing to develop

natural resources; use local
paterials; encourage research .... {6)
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Times Cited

{f) must be willing to combine with
Filipino capital; share corporate
ownership ..ivecceereveccarsacions (6)

(g) wust be along industrial lines;
produce needs of the people at lcw
cost .,. essential goods ..,..... (5)

(h) wmust think and operate in termwms cf
service to people ,......ccce0ces (3)

(i) must have capacity and fairness;
understanding of people; integrit;
and enterprise of wanagement ..., (4)

{j) wmust respect the integrity of
Philippine Republic; obey its laws;
PAY it8 LRAXE8 ...cievoscvcnasnses (4

(k) must have perwanence and stabilit: (2)

(1) wmust produce and/or conserve doll:ars;
reduce 1mports ,..,ccasereesesacs (2)

{m) wust have confidence in Filipinos
in their future .. .......cccneves (2)

(n) must go into pioneer fields of
investment; not compete or go int:
agricultural interprises ..,..... (2)

{o) help build & strong social foundsiion
AgAINSt COMBUNIBM ..coenssenscons (1)

{p) give vigorous support to the
Philippines ahroad .......cse0ese0 (1)

THE SECOND QUESTION brought forth altcgether the
names of more than forty different American firms which,
10 the opinion of the person being ioterviewe:, are making
*a significant contribution to the economic and social
progress of the Philippines.™

Firms named by only one or two persons .. App. 30
Firms named by three persons ....ecessees
Firms named by four persons ..,....cse 00
Firms pnamed by five DErsons ..., .vese s
Firms named by SiX pPEIrsoONS ,...eveoave:.sa
Firms named by nine person8 ,..e.aeee. ...

bt e N3 DO e
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Regarding Philamlife: It was one of the 2 firus
receiving 5 spontaneous nominations, In accordance with
our survey plan, at the close of each interview in which
the person interviewed had not voluntarily nopamed
Philamlife, he was casually asked why he had wade the
omission. At this point 9§ persons amended their nominat-
ions to include Philawmlife, and made the amendment in
such a way as to persuade the interviewer that the
omigsion was inadvertent; 3 gave qualified nouinations
or were non-committal; another refused to comment (saying
that it is too early to judge); and one person felt that
an insurance company could not wmeet the standards that he
himself had set in answer to the first question,

1 should point out here that the rating of certain
other firms would very likely also have been improved if
the interviewer had suggested their names,

THE THIRD QUESTION drew replies that way be
summarized as follows:

Times Cited

American Firms are -- the most progressive,
in management, finan-
cing, organization;
have better connect-
ions; start big, have
few failures; practice
regearch, advertising (6)

" " compare favorably with
Philippine and other alien
LAFWS cocevenveoncocsssonasss (1)

" " do more than others, give
training and opportunities for
advancement; do not crowd out
Filipinos sespoencessssn et (l)

" " are of the hit-and-run variety (1)
Filipino Firus are -- favorably compared with
—_— foreign ones ......s. (3)

" " " superior to others... (1)

" » " handicapped by family

traditions .eeeeesese  (2)

" " " easily discourage ... (1)

" " " eager for fast profits,

Oor sSureé ones .,..essce
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‘imes Cited

#iilpino Firss are -- handicapped ir finan-
ZEBZ . sevsesee wenees (1)
" ancoopersative ....,.. (1)
95 not plan far abhea: ..., (2)
are not carefully ma.aged ., (2)
do not incorporate , ...... (1)
ztart smell: grow el.w ..., (1)

"
£

2

2 338

Jther Foreign Firms -- (English, Swirs,
T mm———— Spanigh) do wl}
Thght ... .. cesa.e (2)
B " " #7282 of hii-and- run
variety .. ..... ...... (1)

gggne-g‘rirls are more united, bette:
financed, aore cavefy lly
planned .......ci000i0n0s.. (1)

" @ crowd out Filipivos . ..... (1)
“ " undersell, undercut . .,.,.. (1)
- bt de not advertime . .,.. ., ..., (1)

There was no comwent from 5 veracna, »ho felt
TUMPArisONS on the basis of nationalities are not valid,
or who felt they did not possess enough ionforuation.

J&ry sincesrely yours

. e
. L .4
P

mzn%umoi K. CALLEJ:“lpresident

Business Writers' Asaociation
ot the Philippines

Lpproved:
.'f‘ D’ "
M n g oy AE

<" HERNANDO G. COSIC
Conductor of the Survey
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PHILAMLIFE’'S RELATION TO THE C. V. STARR
INSURANCE INTERESTS

The Philippine American Life Insurance Company is part
of the C. V. Starr worldwide insurance interests which fall
into three main groups:

C. V. Starr & Co., Inc. group
American International Underwriters Overseas, Inc. group
American International Reinsurance Co., Inc. group

While Cornelius V. Starr does not himself own a majority in-
terest in any of these companies, ultimate ownership is prin-
cipally held by him and certain of his business associates.

1. C. V. Starr & Co., Inc. (Delaware), owns American In-
ternational Underwriters Corporation (New York), which,
with its subsidiaries, manages, in the United States, the
“Home Foreign’” business of fourteen American insurance
companies, principally writing general insurance on risks
incurred by Americans in their overseas operations. C. V.
Starr & Co., Inc. and its associates own a majority in-
terest in three of these fourteen companies, the Globe &
Rutgers group. C. V. Starr & Co., Inc. also owns, directly
or indirectly, four marine insurance agencies and two gen-
eral insurance agencies in the United States.

2. The same fourteen American insurance companies also
operate individually in various foreign countries. Amer-
ican International Underwriters Overseas, Inc., with head
office in Bermuda, acts as foreign manager for each of
them separately, either through an AIU subsidiary or
through a general agent, writing all lines of general in-
surance in the local foreign markets.

3. Finally, the C. V. Starr interests control a group of nine
individual insurance companies which operate exclusively
abroad, principally in the Philippines, Southeast Asia, Pa-
kistan, The Middle East, Cuba, Mexico, and Venezuela.
Each company handles its own agencies. Philamlife is a
member of this group which contains principally life in-
surance companies and which represents the only life in-
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surance business conducted by the C. V. -tarr interests.
These companies are wholly or principally owned direct-
ly or indirectly by the American Interna ional Reinsur-
ance Company, Ine. (AIRCO).

AIRCO acts as a reinsurer for the comp: ties it contrns
ond also provides them with technical serviies and advies
tn operational problems. However, it does uot engage in
active management of any of the companie-.

ECONOMIC AND SOCIAL DATA RELA ING TO
THE PHILIPPINES

L350 population ... .. ... . 21,039,000
Filipino ........ ... ... .. ... . ... ... 0,906,000
Chinese ........ .. ... ... ... ... ... .. 121,000
(hther ... . .. 12,000

Aniual popuiation inevease ... ........... . 1.9

L-tervacy (10 years old and over) ........... .. 59.87

Labor force . ... ... .. .. . ... ... 7,800,000
Agrieulture ........... .. L 68 %
Manufacturing ............ ... ... ... .. 7%
Personal services ................ ... . 5%
Other ... ... .. ... .. ... ... .. . 20%

Aree {in heetares) ............ ... ... ... .. 29,741,000
IParm area ............. ... .. ... ... ... .. 2,727,000
Unclassified public land ................ 7,960,000
Other ... .. .. . . . . 5,054,000

(rross Notional Product (1950 prices) ........ £3.950,000,000
Agriculture ............. .. ... ... ... .. 43 %
Industry and mining ............. ... .. 19%
Commerce, transportation, and communica-

Flon o e 12%
Other ... ... . .. .. ... . . . 26 %
aports in 1953 Imports . 1953

Value (8$1,000,000) ..... 390 Value ($1,000.00.) ..... 419

Percent to US, ........ 68 Percent from U. 8. ..... 79
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LIFE INSURANCE IN THE PHILIPPINES AND
PHILAMLIFE—SELECTED DATA

The Growth
Table 1 of Life

Insurance

Business in Force* Number of Policies**
(1,000,000 pesos) (1,000)

As of . . All Other . . All Other
Dec. 31 Philamlife Companies Philamlife Companies
1940 —_ 212 — 73
1947 20 286 6 76
1948 86 336 25 8b
1949 143 362 45 89
1950 212 376 72 91
1951 252 419 88 96
1952 296 444 103 98
1953 346 469 120 102

* Including group insurance.
** Execluding group insurance.

Source: Annual Report of the Insurance Commissioner of the Phil-
ippines.

Table 2 ] Population Covered by

Approximate % Philippine

Individual Life Insurance Policies

i r i Commis-
Source: Derived from annual reports of the Insurance ]
sioner of the Philippines and from census data. 1953 esti-

mated. Group coverage, relative
cluded.
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1y small in numbers, not in-
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Characteristics of
Table 3 ] Philamlife Policyholders
and Policies
Percent of
Percent:. of Category ir Average
All Policies Endowment Amount
In Force Plans of Insurance
By Age Group
Juvenile . ............... 17.8 99.5 P 2200
18-22 .. ....... ... ... .. 12.2 93.0 1700
22T . 19.5 92.2 2300
28-32 ..., e N 16.0 91.0 3000
33-37 ....... e 13.8 89.6 3400
842 L 10.4 87.9 3700
4347 L. 6.0 84.3 4100
48-52 ... 2.8 T8.8 4100
b3-BT ..., 1.1 69.2 4100
B8-62 ..., 0.4 50.0 4100
3y Sex and Race
Male: Filipino ......... 59.1 90.0 2700
Chinese .......... 6.5 96.1 6200
Other ........... 0.3 33.3 8900
Total male ............. 65.9 90.3 3000
I’emale: Filipina ....... 32.9 93.3 2100
Chinese ........ 1.1 92.3 5800
Other ......... 0.1 100.0 3300
Total female ........... 34.1 93.3 2200
By Occupation
Proprietors and
executives ............ 8.1 91.6 4800
I'rofessionals ........... 10.0 91.5 3400
Sikilled laborers ........ 17.9 91.5 3000
Farmers, ete. .......... 8.0 91.5 2700
Juvenile ............... 17.8 99.5 2200
4rmed Forees .......... 17.2 87.7 1300
Other .................. 21.0 87.1 3200
'y Location
Manila* ... ... .. ........ 27.2 88.8 3000
Frovinees .............. 72.8 92.3 2700
* Does not include all of the predominately urban area :u the immediate
vicinity of Manila, hence understates urban polier holders.
Source: Special sample tabulation made for this stud> from company
records.
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Indication of
Table 4 | Persistency -1

Ratio of Net Increase of
Insurance in Force to Insurance
Issued During the Year

All
Philippine
Year Philamlife Companies
1948 80% 59%
1949 72 48
1950 72 51
1951 38 37
1952 49 39

Source: Derived from annual reports of
the Insurance Commissioner of the

Philippines.
Indication of
Table 5 Persistency - I1
Percent of Original Issues Persisting to End of
Year Stated — Philamlife Only

Issues

of ist yr. | 2nd yr. | 3rd yr. | 4th yr. 5th yr. 6th yr.
1947 84.4 73.2 72.9 67.9 62.1 55.4
1948 82.6 68.5 59.8 52.5 48.56
1949 88.7 71.4 58.4 b4.4
1950 84.2 68.7 61.3
1951 84.3 1.9
1952 80.1
Source: Derived from company records.
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Percentage Distribution of
Table 6 Philamlife Investments
by Major Tvpes

i find of Year

Type of ) 1954
Investment 1947 1948 1949 1950 | 1951 1952 1953 | Goal
jonds and
stocks 83% 51% 17% 23% 247 L 15%

First mort-

rage loans 17 49 56 40 27 <. 17

l.oans to

nolieyholders 1 7 14 2z 25 50

Time deposits 14 17 7 1 - 10

{sther™ 12 8 TE S 9

Housing '

nrojects 5 10 : 1 12 25

(ommereial- ! !

ndustrial

arojects ! 5 ' 12 25
P A

* Includes Home and Branch Office real estate.

Source: Company records. 1954 figures represent comnany policy goals
as of Iebruary 1953.
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THE POLICY COMMITTEE’'S STATEMENT

IN UNDERTAKING THIS PROJECT the National
Planning Association is not attempting to assess or describe how
U.S. business enterprises generally operate abroad. Rather we
are concerned with an objective study of some selected cases in
which U.S. business management has, in pursuance of normal
and profitable operations abroad, taken positive steps toward
raising living standards and helping to integrate into countries
less developed than the United States the foundations of a more
mature economy. We are attempting only to sketch out those
aspects of typical managerial efforts that contribute to the gen-
cral economic and social progress of a host country. In confin-
ing ourselves to this facet of the problem of United States private
enterprise abroad, we are not deprecating or belittling the other
<ide of the coin, nor are we trying to write the “success” stories
of nonprofit operations.

Underlying this project are the following assumptions con-
cerning the relationships between U.S. private enterprise and
the interests of the countries in which this private enterprise is
operated:

First Assumption

We assume that certain, though not all, U.S. private
cnterprises operating in foreign countries have made
contributions to the welfare of those countries and
{hat these contributions have resulted from the fore-
sight of management. We are convinced, therefore,
that well-operated and profitable businesses abroad
can establish patterns of behavior that contribute
materially to the welfare of the countries involved
without unduly disturbing native cultures, living pat-
terns, and ideologies.

Second Assumption

Properly managed private enterprise abroad contrib-
utes to its market and economic area an organizational
pattern, within which new enterprises are developed
by people native to the host country. This chain reac-
tion helps to create a manageable, more productive

21
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economy. In other words, well-run U.S. enterprise
abroad not only can be self-sustainirg, but also can
give birth to or stimulate the developraent of corollary
enterprises as a result of the private enterprise pat-
tern taking hold.

Third Assumption
A basically private enterprise econon y in less devel-
oped countries, of which well-manag:d U.S. private
enterprises can well be a part, provides strong in-
sulation against Communism and political instability.
Therefore, it is to the national interest of the United
States to have ‘“policies” that prom-te enlightened
and well-managed U.S. enterprises abrnad. Converse-
ly, it is in the best interests of all pzrties concerned
that the United States Government u-e its influence
to promote cooperation between U.S. private enter-
prises abroad and the countries in which they operate.

Fourth Assumption
The soundest way of assuring continue¢: access in the
less developed countries to those vital raw materials
which the United States needs is to tike cooperative
measures to help those countries impr¢ ve their stand-
ards of living and strengthen their ecoriomies. One of
the most practical ways of doing this ir to provide en-
couragement to U.S. private enterprises to help these
countries develop their resources insofzr as they want
the assistance of U.S. management organization, pri-
vate capital, knowledge, experience, and technical
skill.
Fifth Assumption

In the long run, the “success” of an enterprise abroad
must be judged in the light of its relati ns to the host
country. The ultimate success and perr:anence of the
enterprise must necessarily be related ‘o the import-
ance of its contributions insofar as th- host country
is concerned, since enterprises typical of those we are
studying do not exploit host countri¢s. but create
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wealth which is shared by their citizens. If U.S.
private enterprises abroad are managed in such a way
that the host countries are convinced they are also
promoting their economic and social development,
then it is most likely that they will receive the co-
operation essential to long-run survival,

Since the above assumptions are general considerations, it
is unlikely that any specific Case Study will bear directly on all
these points. All Case Studies, however, will be measured
against the fifth basic assumption. Our inquiry, therefore, is
an area that until now has been almost wholly neglected.

The files, information, and services of our governmental de-
partments, numerous agencies and special commissions, the Ex-
port-Import Bank and the International Bank for Reconstruc-
tion and Development are replete with current and historical in-
formation helpful to the businessman contemplating operations
in foreign lands. In addition there are many private agencies—
particularly commercial and investment banks maintaining
foreign departments—engaged in counseling on legal, financial,
trade, transportation, and local political conditions throughout
the world. OQur Case Studies will not aid the student or busi-
nessman seeking out specific answers to questions in the legal,
financial, political, and related subjects. We are under no illu-
sions as to the many difficulties that beset management in
initiating and maintaining operations abroad.

We do not assume that U.S. enterprises will go abroad un-
less they believe they can return a satisfactory profit on the
capital placed at risk, although collateral considerations may be
involved. In pursuing profits, however, the “successful” en-
terprise finds it pays dividends to strive consciously to contrib-
ute to the social and economic life of a host country. For this
reason, there should be no misunderstanding of what we are
studying. We are not delving into the business transactions
of any company under study except as they may relate to
these contributions in our area of inquiry.

We frequently hear these days of the unsettled conditions
abroad, that little or no basis exists for private investments in
foreign countries, and particularly that the world is hostile to
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[J.S. capital and our production methods (thoigh not to ocur
schievement!). This may be true among certe .n segments of
the world’s population, but an increasing nun ner of foreign
rovernmental and private leaders are consci¢usly trying to
create and maintain an economic climate favoral ‘e to such ends.
Most of the world is short of capital and very -nort of dollars
-—vet at present it is only from the United S:ates that they
may obtain both to a degree necessary to "neir continued
crowth,

{apital that goes abroad without manageme it—as much of
it did in the early twenties—often constitutes a wor risk. That
which goes abroad under American managemen: —through U.S.
tusiness firms establishing branches or subsi liaries—usually
:hows better results both from a profit standpoi it and in terms
of economic and sccial contributions to the host :puntries. Gov-
ernmental guarantees by this country are not ne: rly as effective
in safeguarding such investments as the enlighteted attitudes of
the U.S. businessmen who manage the investme :ts. This coun-
try has much to offer the world in business organization, tech-
nical know-how, and creative capital. The builcing of econom-
ic units in foreign countries that are not only »rofitably man-
z.ged but also provide a positive economic and sccial contribu-
tion to their host countries are the surest guarsntees that such
capital will not be subject to abnormal risks.

The rapid expansion of industrial capacity }.ere and abroad
has enormously increased the need for raw ma-erials through-
cout the world. On this basis alone, it is in our self interest to
encourage private capital to seek profitable ¢pportunities in
under-developed areas. And in so doing, we cun demonstrate
that we are creating new outlets for electric pos.er, transporta-
tion and port facilities, increased industrializat on, greater de-
mand for U.S. capital goods, and contributing t¢ the increase in
international trade in general. However, unless we can come to
2 more realistic “import” policy, the export of ..S. capital will
shrink and with it will go one of the principa ways to meet
the present critical “dollar gap.” This dollar : hortage abroad
is already seriously threatening our nondefense =xport trade.

Because we live in a world of state trading. exchange con-
trols, export subsidies, import quotas, and inter sified national-
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istic aspirations there is special need for correlating private and
governmental action in the exportation of U.3. capital. Every-
one, including the taxpayer, benefits when governmental action
constructively complements the flow of private capital abroad;
when such action anticipates and helps create the appropriate
climate, and when it fosters the long-range development of eco-
nomic and trade relations of this and responding host countries.

The fact that we are only studying successful companies
certainly implies that they have been profitable to their stock-
holders, and therefore we will not concern ourselves directly
with this facet of their success. Our concern is rather how
these selected though typical companies have earned the title
sequccessful”’ insofar as they have benefited the host countries.
For convenience, we may outline these principal possible bene-
fits in the order of greatest ease in ascertaining their exis-
tence:

1. Contribution to the basic economy

A. Additional resources (land, minerals, ete.) brought
into use for the country.

B. Transportation, energy, communications which are
built, fostered, subsidized, or otherwise created by the
company or by virtue of its operations and available
to the use of the country in whole or in part.

C. Products of the company consumed or used in the
host country.

D. Related industries developed with company assistance
or which are attributable to the company’s opera-
tions.

E. Service industries and trades dependent on and aris-
ing because of the operations of the company and the
additional purchasing power of the labor force.

II. Contributions to living standards

A. Improvement in wages, hours of work, and employ
ment conditions.
B. Better housing.

85

Approved For Release 2002/11/13 : CIA-RDP80B01676R001100080013-0



Approved For Release 2002/11/13 : CIA-RDP80B01676R001100080013-0

C. Improved health and sanitation.
D. Greater opportunities for education and recreation.
K. Higher levels of nutrition.

1. Institutional benefits

A. Formation of and use of local capita’

B. Improvement in skills.

. Changes in patterns of doing busine: .

D. Tax, social, and other legislation ene uraged or fost-
ered.

0. Changes in public administration.

¥. Greater civic responsibility.
V. Cultural

A, Are the company operations as a whole tending to
increase the middle class?

B. Is initiative passing to more responsihle groups?

C. Are class conflicts decreasing?

D. Is there greater respect for human r vhtg?

Unfortunately many of these broad areas «if benefits can-
not be measured or even detected except over a considerable
period of time. They will be present or absent in varying de-
gree according to the type, size, and purpose of the capital in-
vestment and the stage of the country’s deve!spment at the
time the initial investment was made. Certairiv the cultural
benefits will emerge gradually and probably onl. will be meas-
urable by the influence of the total impact of gll managed
capital—foreign and local-—rather than anv one part of it.

In addition to these external factual areas, we are vitally
interested in studying the relationships and attitiides that have
made these practices successful :

How has the company met the obstacle s which it has
encountered?

To what extent has the company introd iced U.S. man-
agerial skills and methods cut to fit the operating
picture abroad?
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How has the company sought and obtained the co-
operation of employees, government officials, and
community: and have the views of these people
changed markedly since the company first started
operations?

Has the company sought to identify itself with the
community as a friendly institution?

Has it sought to train native labor for the higher
skills, for supervisory and executive positions, and
have such efforts resulted in higher productivity,
greater respongibility, and understanding on the part
of labor?

Have the company’s practices in investing capital and
securing return of profits been made progressively
easier?

Has the company brought know-how, technical assist-
ance, and business management that could not have
been provided at all—or as effectively—by govern-
ment programs?

Above all, we shall be describing U.S. business manage-
ment attitudes toward its job of conducting successful oper-
ations abroad, its flexibility and patience in meeting the great
obstacles that are presented in so many fresh and challenging
ways. Let no one be deceived by these Studies into believing
that the way of business management abroad is all romance,
huge profits, and success, purchaseable in the market place.
The rewards are adequate, the work is hard but interesting,
and, as at home, the results are created, not bought.
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NPA’S PUBLICATION COMMI7TEE

NPA is an independent, nonpolitical, non: rofit organiza-
lion established in 1934. It is an organization v here leaders of
agricuiture, business, labor, and the professio s join in pro-
grams to maintain and strengthen private initi:tive and enter-
prise.

Those who participate in the activities of N ?A believe that
the tendency to break up into pressure group- is one of the
gravest disintegrating forces in our national | fe. America’s
number-one problem is that of getting diverse sroups to work
together for this cbjective: To combine our effnrts to the end
that the American people may always have the "ighest possible
cultural and material standard of living without sacrificing our
freedom. Only through joint democratic effort- can programs
te devised which support and sustain each othe. in the nation-
z1 interest.

NPA’s Standing Committees—the Apricu rure, Business,
znd Labor Committees on National Policy and the Committee
tn International Policy—and its Special Commi- rees are assist-
ed by a permanent research staff. Whatever -neir particular
i1terests, members have in common a fact-findi ¢ and socially
responsible attitude,

NPA believes that through effective privas planning we
can avoid a “planned economy.” The results +f NPA’s wark
will not be a grand solution to all our ills. Bit the findings,
and the process of work itself, will provide con-rete programs
f5r action on specific problems, planned in the best traditions
of a funectioning democracy.

NPA’s publications—whether signed by its "oard, its Com-
mittees, its staff, or by individuals—are issued n an effort to
pool different knowledges and skills, to narrow : reas of contro-
versy, and to broaden areas of agreement.

All reports published by NPA have been ex..mined and au-
taorized for publication under policies laid dow- by the Board
of Trustees. Such action does not imply agrecment by NPA
Foard or Committee members with all that is cotrfained therein,
unless such endorsement is specifically stated.
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NPA issues regularly the PLANNING PAMPHLETS and
SPECIAL REPORTS series which present the findings of
NPA’s Board, Standing Committees, staff, or cooperating spe-
cialists. Information on titles, prices and quantity discounts of
these—as well as several other special series—will be provided

upon request.

NATIONAL PLANNING ASSOCIATION

A Voluntary Association Incorporated under the Laws of the District
of Columbia

1606 NEW HAMPSHIRE AVE., N. W., WASHINGTON 9, D.C.

JouN MiLLer: Assistant Chairman and Executive Secrefary
Eucene H. Branp: Edifor of Publications
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