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Rs. 739.49 croves including Bonus additions and having a premium in-
come of Rs. 37.18 crores. Of this, the share of Indian Insurers was
represented by 80,74 000 policies insuring a sum of Rs. 636.95 crores and
having a premium income of Rs. 31.46 crores. Thus, it will be seen
that on an average a Life Insurance Company has secured only Rs. 70
lak.hs new business for 12 months in a sub-continent as India whose popu-
lation is about 40 crores. In the matter of total Business in force, each
company had a business of only Rs. 3.44 crores. In the face of this very
meagre re(ford, it is poor consolation to say that Insurance Business has
shown an increase in the country. This is primarily due to the, quality
and the unattractiveness of the service rendered by Indian insurers as
compar'ed with those established in the United I\'i;lgdom, Canada. and
the Umted' States of America. Firstly, the rates of premiums charged
by‘ the Indla‘u Insurers are very high compared to the returns promised.
High premium rates and low returns do not attract the public to resort
to savings through life Insurance. One of the main factors that is res-
ponsible for high preminms iy the notoriously high management expenses.
In 1?49, the total expenges of management of Indian Insurers in respect
of Life Insurance business, expressed as a percentage of the premium in-
come was 52-2% and if half & dozen insurers having the largest. premium
Income were excluded, the expense ratio in the case of the re;naihing
Insurers would have been 37.3%. On the other hand, the total expense{x
of management of Non-Indian Insnrers, who arve at times accused of

over-spending backed up by their huge resonrces, with a view $o paralise
and oust out Indian Insurer

ipco‘rpe was oply 229%. g
the case of United Kingd

S, expressed as a percentage of the premium
rther, if this expense ratio is worked out in
om, Canadian and American Tnsurers for their
total l?usiness, it is as low as 12 0 15% in the wajority of cases.  While
refernng to the causes for the hich Management Expenses in his
Report, the Controlier of Insurance hl-ight.ly observed that “In a way,
however, thege troubles may prove a bles~ing in disguise, as these will ipsn
facto check the craze for bigger business every year at any cost which has
been responsible for many an ill from which I;Idian Life Insurance Business

has been i i |

has bee suﬂ‘e:mg ©-8. forced business, larger lapses and uneconomic  pro-
’

uction costs-" Surely, these tifree f

fmd “‘uneconomic production costs”
if these contributing factors which
to 80 0p. are checked, the insuring
point that deserves to he stressed h

"o

actors, “forced business,” “large lapses”
are the bane of Indian Insurance. Fven
ultimately inflnence the preminm rates
public will be greatlv benefitted. The:

. ere ig that the causes for high rates of
remium .
P are not beyond the control of the managements of the various

companies X
p and that therefore every effort should be made to lower them.

Unless this ;
ok ]:;, 1s dooe, Insurance Companies and their services at the present
ould not appeal to the general public.

- —
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Rights of Non-Tanff Companies. '

Would denial help growth of Indian Insurance?
BY K. RAJARAM,

Assistant Maniaqger, Vanguard Fire & General nsurance Co., Lid.

I one takes into consideration the ex-
emption under the explanation o
Section 04 O’ of the Insurance Act 1938,
it may bhe seen that there is a clear provi-
sion in the Act for the existence of Nan-
Tariff companies without being subjected
to the control and regulations «f the
Tariff Committee of the (Genera! Insurance
Council and thus the Government intends
to allow some insurers to remain as Non-
Tariff companies. Accordingly the Gov-
ernment has already taken steps in consi-
dering the cases of Non-Tarift companies
in connection with the question of the
above exemption. but it has vet to an-

nounce its decision.

One of the reasons which would appear
to have heen responsibile for the delayv is
the existence of considerable difterence of
opinion in regard to the grant of such
exemption for the continunation of Non-
Tarift companies. This difference of
opinion raises important issuex which in
the interests of the generil iwsuring
pubdic, should be considered dispassiona-
tely in order to avoid prejudice getting
the better of principles in the condua of
insurance lLusiness in India on  scund

lines,

Opposition for the grant of such excmyp-
tion to Non="Tarift companies would ap-
pear o hive originated from the appre-
hensions of certain big Tariff Insurers

who fear that such Non-Tarift companies

would continue to quote much lower rates
than the Tariff companies which in turn,
would nullify the provisions of limitation
of overall costs. It would also appear
from the speech of Mr. Setalvad that the
Indian Insurers agreed to the limitation
of averiall costs by statute on the clear
understanding that Government would not
allow any insurer except [lovds Under-
writers to work as Non-Tarift companies,
and that he (Mr. Setalvad) feared such ex-
emplion if granted, would also harm the
small companies. Soch fears as these we
must say-do not do justice to the big Non-
Tu-itff companies, which whatever else
thev may do, cannot be expected to suap-
port decisions which work against the
interests of the policy~-holders
of the country as a whole, Again, the
restrictions placed upon the pivment of
commission to agents by the recent
Amendments to the Insurance Act, 1938
will definitely increase the margin of profit
of the Non-Tariff companies and therehy
streng thening the financial pusition of
the compinies still further. lence (here
is noguraund for fear that such Non-Tarift
compianies it permitted would nutlify the

provisions of Hmitation of overall costs.

The Non Tarist companies being them-
selves conscious of the consequence aris-
ing out of the contravention of the pres-
cribed  limit of expenses would think

twice before taking anv such action as
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would adversely affect their very sound-
ness. Even in the event of such happen-
ing, there would seem to be no cause for
anxiety since it is not difficult for the
Central Government to take effective steps
against the insurer concerned through the
Controller of Insurance as clearly specifi-
ed in the Act. In this connection it is
gratifying to note the remarks made by
our Commerce *inister in his address to
the General Insarance Council recently
met at Bombay, to the effect that the
Government do not desire that the Non-
Tarift Companies who in their own way
Serve some useful parpose, should neces-
sarily go out of existence so long as they
play game according to accepted cannons.

. In the circumstances, there is no cause
for entertaining any unfounded fears as a
result of the granmting of exemption to
some companies to work as Non-Tariff
insurers. It isto be noted in this con-
nection that many of the Non-Tariff com-
panies have proved quite successful by
providing the requisite insurance facili-
ties and continuing to give a service to
the general insuring public, whose appre-
ciation of and demand for insurance has
rapidly increased.

In making the foregoing olservations 1
must make it clear that 1 am hdldin‘g no
brief for Non-Tariff companies. If 1
advocate the grant of exemption to them,
1 am doing 50 only in the firm belief that
such exemption would be a great advant-
age in the public interest as well as in {he
general interests of the business and thus
would help the expansion of the
Insurance Industry in every nook and cor-
ner of the country.

[Jaxvary 1951

Finally, as the Indian Insurance is stily
in its early stages of development the
need for the Cemtral Government’s en-
couragement for serving the general in-
suring public is greater‘ now, and the
Government should even support where
the concerned  insurance company-whe-
ther Tariff or Non-Tariff - by reason of

its sound policies and able management

deserves it. .
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Life Insurance and God

By STANLEY E. MARTIN

(Prom Mr. Martin's address to the Million Dollar Round Table Hpur at the
organization's 61st Annua!/ Convention in Wasﬁiﬂgf;(’"v D.C)

ECAUSE 1 believe in the efficacy of
life insurance and its service to
mankind, I 1ik® to use all the power pos-
sible in presenting it to my prospects.
Sometimes this power can manifest itself
in the simplest, most elementary logic.
To generate power, I like to use drama.
Let me illustrate.

I call op a man who is thirty-five years
old. As equipment, I have three silver
dqllars. . These three silver dollars
are labeled ‘‘ability’’, ““Opportu-
nity’’ and ¢‘time’’. 1 put them down on
the man’s desk, and I leave them there all
through our discussion. It isn’t difficult
to get agreement from any man that, if he
had plenty of ability, plenty of
o'pportunity and plenty of time, he
could accumulate plenty of dollars and,
thereby, be financially successful. Now
1 undertake to analyze this chap, to show
how he stands in the possession of these
three requisites for success. It goes
something like this:

Ability

““You are an outstanding guy, Charlie.
There are very few men in this community
who, at your age, have shown as much
business ability as you have shown. Have
you ever reflected what an enormous in-
vestment there is in this ability which
you bring to your job? You have eight
years of grammar school, four years of

high school and four years of college. -
Yes, you worked during the summer; you
studied, you planned and you read auto-
hiographie; of success. You were indus-
trious, courageous, enterprising and
ambitious. Youbave worked long hours,
pushed aud strained to acquire and use

more aad more ability.

«For about twenty of the thirty-five
years vou have lived, you have spent most’
;f your energy toward the building of the
ability which has made you stand out
from other young men of your age. If your
ability were a tangible thing, like this
silver dollar which represents it, andl
picked it up and was about to take it way
would you fuss and fight? Oh yes, you
would defend it with the last drop of
biood in your body; because it is so vital
to vou and yuor family, and because you
have such an enormous investment in it
and depend on it so much. Yes, it is one
of the three things required to attain
success and, fortunately, or because of
your strength of character you are heavily

endowed with it.
-

Opportunity

““The second dollar represent opportu-
nity. You bave that, also. You have
vour own business. Its record of success
indicates that it is good one, and that it
represents true opportunity. We often
find, however, that when men have great
ability, they have the capacity to create

—_—7
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their own opportunities. 1 suspect
that if the oppdrtunity you have were a
tangible thing, like this dollar, and 1l
attempted to take it away from you, you
would put up a pretty good fight. 1t must
“ be recognizeds however, that, if you
stfll retained yowur ability, you would
probably create, or avoid yourself of,
another opportunity.

Time
““The third silver dollar is intended to
represent time—the time necessary to
achieve success. lLet me illustrate it this
way: If because of your ability and your
opportunity, you are able to make
$35,000 a year, you will pay about
$10,000 of it in taxes. 1f youm spend
$13,000 so that your wife and your two
little girls can live nicely, you will have
about $10,000 left. In twenty years, you
will have $200.003, and you will only he
fiftty-five; but it does take twentv yvears.
That’s time—and lots of it.

‘“There isn’t any way vou and I can tell
whether or not vou have, or will have,
time to use vour ability and opportunity.
Did itever occur to vou that there are
just two ways you can get the necessary
time?  You can get it from God; or
you can get it from me. 1 sxuspect that,
if youdo any thinking abont God, vou
appraise Him, as most of us do, as an
omnipotent omniscient God. Do vou
pray sometimes that God will give vou
time; and de vou teach vour two little
girls to get down on their knees :nd ask
God to give Daddy time? TPerhaps yvou
say it in a different wav. TPerhaps the
children ask God to spare Daddy; bhat
jsn’t it true that vou plead revereuntly with
God to give you the time? The only
unfortunate thing about this method is

[JaNvary 1951

that you never know whether or not you
have made a deal. You can only hope
that God will answer your prayers. Your
Bible states: ‘‘The ways of the Lord are
strange indeed.’” Yes this method is
most uncertain. 1 think you understand
the way you can purchase that time—
through me. My way is very simple. If
you want to set aside $100,000 of thd
money that is to come from, your apidity
and opportunity, provided you have the
time, we shall provide the time on this
basis: over a period of twenty years, vyou
will pay us a litile less then $70,000.
You will pay thatat the rate of about
$3,500 a year and, when you have paid
$70,000, itisal paid for, 1f however,
you run out of time after having paid only
one of the $3,500 payments, the entire
$100,000 will be delivered to vour family
just as if you bad had the time. The
worst deal you can make is to buy the time
ata 30 % discount. You pay $70,000
and vou get §100,000 1f £100,000 is
enough, simply give me the first pavment,
sign this form which 1’11 help you com-
plete, and vou can then be certain that
you have all the requirements necessary to
be successful; and a major portion of it is
unconditionally gunaranteed — »ou cannot
run out of time.’’

Qualifying the prospect

Now that seems to be a4 pretty decent
job of explaining quickly and clearly the
things necessary to attain success, and it
gives ahsolute guarantee to the man who
appears to be destined for success. ltis
simple; It is 1ogical 1t is sensible; itis dra~
matic and it is strong. It would seem to
be a perfectly natural thing for the man
who wants to attain success to avail himsel f
of the opportunity to make it certain—and
just buy. So 1 pause, and give him an

r

P
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opportunity to buy before I launch into
the real sales talk to sell the idea. If he
makes a crack about this being something
for someous else, to he payable unly if he
dies. then I attempt to qualify him right
quickly.

** A man can’t feel toc much like a hero
for making the deal I suggest. We gua-
ranteé him some time he-<needs. He pays
us $70,000 dver a twenty-year period.
If he has the full time, because God has
given it to him it will develop thathe
didn’t need the guarantee we provided him
so we give him back all hix money, and a
little profit, for being a good Daddy. Of
course, he will have lost the interest on
the $3,500 each vear. This amounts to
not quite 3100 a year.

What do vou think of a man, who has
a wife and two little girls, who makes the
statement that he has just made arrange-
ments to save $3,500 a vear for himself
and give his wife and little girls the
interest of 8100 each year > You think he
is prettv selfish, don’t vou? Doesit occur
to you that 1 have asked vou to do less
than that for your wife and little girls?
It’s life insurance, isn’t it? Only if vou
die-otherwise it’s just money; money that
you saved for you!’"

Prospect Must Answer 'Yes'

I tell him, also, that, in my experience
I have discovered that there are two types
of men: the men who want their families
to have things, and the men who want to
see their families have things. Then I ask
him which class he helongs. Most of
them contend that they are in the group
who want their families to bave things
whether or not they can gee them have
them; and I don’t do any more talking

THE INDIAN POLICY-HOLDER 9

about that phase of the ,problem. 1If, in
our discussion, I get agreement on all
majors and the buyer refuses to buy, 1
force him again to an admission that he
understands it; that he knows it will

work; that he knows he wijl get a 304 dis="&"

count and that he knows there is no other *
way in the world it can be done with
certainty. In this review of agreewents
on majors, I ask him:
L]
1. It is true that it takes all three
—ability, Opportunity and time?

(5=}

Is it true that you have the ability and
opportunity, and that you would fight
like wild to protect them?

3. Do vou need the time ?

4. Will this (the application) give it
to you?

Will anvthing else under the sun give
it to you for sure ?

6. Must you have it?

7. Then give me the money for the first
vear. What are we waiting for?

I can get pretty excited aver the power
of our product. It is true, that it takes
Time-whether or not he thinks so and
whether or not he likes it It is
true, also that 1 alone can give it to him
on a contractual, guaranteed basis.

.

1f he chooses not to buy, and leaves it
as a matter to he settled between God and
him, it looks as though 1 should: give up
bowever, just before 1 go, I injecta new
idea: '

Time Can Be Bought

‘‘Perbaps it is an unfortunate thing
that I came and told you my story. Only
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a'skort time ago, l'to}d you that there
Wwore: two ways yom could get the time
neowssany for:success. I'm. afraid that is
no longen tree. You understamd. our
methad and, for some. reasom,.you have

“refnsed.to avail yourself of the certainty

of having the necessary time. It would
seem that, by this decision, you have out-
lawed yourself against the other proce-
dare. Don’t you dare get on your knees
and ask God to help you! That wonld 'be
pure deceit, and you cannot de‘ceive God.
Why should an all-wise, all-just God
answer your prayers? God helps those
who help themselves. You can pray to
God for your daily bread; bat you
can’t expect Him to butter it and put it in
your mouth. God has provided water for
you; but you can’t expect:Him to give you
a bath. If God is as wise as I think He

is, He:would proliably say to youw (if He
answered you at all):

“‘Don’t botker Me with things yYou can
handle yourself. You had an opportunity
to get the Time vou veed, and yon would-
n’t take it; you wouldn’t buy it at a 30 %
discomnt. A man came to vour office and
offered. it to you today. Get off your
knees and tell vour children to pray for
somsthing which yow will permit them to
have. 1’m-busy helping people who are
helping. themselves toward the aitainmemt
of things they sincerely want and need.’’

““Isn’t it-obvious that if you deal with
me to be swure, for vour family’s  sake,
vou won't quit praving to God? You
will love life more — and probably live
longer. Your deal with me will' add zest
to an already good.life. Of course, vou
will continue to pray to God for time to
enjoy the success which yvou will then
have guaranteed.

“It would seem, then, that von deal
eitbler with God and me, or with npeither

[Famvany 195

of us.  You can’t figwee a way tn. deal
with only ome of us.

If.he won’t buy after that barrage, 1’m
willing to quit; but 1 quit with my ban-
ners still ftying. 1 pity the poor guy.
He should be scared to death; and my un-
shakable convictions have become stiron-
ger. I know that, no matter what he
thimks and’ whetler or not he likes it, be
will never be sure he has Time ngtil he
deals witrme.  You deal witk botheor
neither one.’’

Cnstemer Typee and. Their Reactions.

As this sales procedure bas. been tested
in our ofiice, we have somm: clrinical: ex.
perience which has taught  us what te
look for, and how best, to take advant-
age of its power and drama. These are
the customer reactions:

1. One type of customer is the chap who
has bought substantial 1ife insurance on
an intelligent basis of measurements
against needs. He is obviomsly impress-
ed witl the story; but he has an unspuken
objectionr which e cannot identify. Un-
consciously. he feels that this may not be
thre amount nor the type of life insurance
he should buy.  He seems to want 1o buy,
but be is bewildered about what to de.
When we recognize this type, we come to
his rescue and identify his problem for
him Then we do what we call a meisur-

ing Job; writing down all the requirements .

for himself and his family. We take his
measurements and his life insurance poli-
cies, and arrange for hisx examination.
Then we cover with thim as rapidly as
possihle three steps:-illustrating his pro-~
bhlems and the logical solutions thereto:

First: “1t is a difficutt thing to own ife
insurance correctly’’. 1f ipdicated ax
necessary, we will illusirate for him some
of the tragedies attendant on bad owner-
sliip of good life imsurance.
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Sevond: ‘‘Y.ou bought your. life insurance
for something. Have you ever written
down thre job it must do for you and your
family in-order to make for successful
and adequate ownership?’’

Third: ‘‘Some day vour life insurance
will he measured against some kind of
job. Let’s write down what that job is”’.

2. Be careful of the second type of
customer. He might upret vour apple
cart. He is the guy who lets you get
only haif way through your story, and
pops off: “‘Say, that makes sense. It’s
acinch. To whom do I make my check
payable?’’  Neper let him get awav with
that!! You say: ““Ob no—vou can’t do
that to me. Wait until I tell you what
will happen to youif vou trv to deal
with God without doing busines> with
me!’’ If he buys too soon, vou quickly
bhuy it hack!

3. The third type of customer recognizes
the logic. He feels that i1 is wise for
him to take advantage of the upportanity;
but he doesn’t think about solving af! his
problems at once by huying 8§ 100,000 of
20 pay.life. Sometimes he bhecomes an
sasy sale for $10,000; $20,000 or
$25,000. We let kim by whatever
he wants. We float with the current,
take his application and settlement and
leave. Having made this easy side, we
follow one of two procedures:

. It we have reason to think we can do a
good measuring job and get additional
business by completing his entire pro-
gram, we follow procedure No. 1, just
illustiated.  We go bhack after the exami-
niation and settlement, bui lefore delivery
and tell him that, since he is 4 costomer
now, he is entitled 1o our complete ~er-
vice: and we are off on our regular sales
track:  “‘It is a difficait thing to own life
insurance correctlv. You hought it for
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something. Some day it will be: measured
against some kind of job. ,Let’s measure.’’
If saccessful, we nearly always deliver all
or part of the additional required:

If the man proves to be one who will

not go along on the measuring job; or if

we s0 estimate Him from something we
know or feei, then we use procedure No.
2. Then we order extra insurance of
exactly the amount he bas bought. If he
buys §10,000, we order $£10,000 addi-
tional; if he burs &£50,000, we orfer
£50,000 additional. We go back and
deliver to him the insurance he has pur-
chased, and then we show him an illust-
ration intended to wake hinr see the wis-
dom of buving ¢l the life inxurance he
can buy now, to keep him from losing
money.

The Cost To Wait

We draw i line straight across the
paper and, above the line, we write ‘““‘Age
35", BRelow the line, we put down
8$393.:00. Then we sav to him: ‘A per-
son can hwv a life insurance policy which
provides 8 10,000 of life insurance pro-
tection at age 33, and it will cost
£393.00.  Atage 63, the policy will
have a value of §10,007.50 (inclading
dividends it present scale). He will have
paid the company $7,800.00, showing a
prnﬁl of $2,147.50.

Thix illustration shows what an amaz-
ingly, profitable deal a voung man of 33
cin make with a life insarance company.
We ofter it to You with all the enthusiasm
we can, and we press you to adopt the
plan: however, if vou don’t wish 1o buy
itat age 33, my company ix perfectly
willing to miake you a similar deal next
vear itt age 30, if vou are still insurable.
But it will cost vyou more monev. At
age 36 it will cost $401.10. At age 65,
the policy will bave a cash value of
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$9,940.40 (including dividends at pre-
sent sciale). You will have paid the
company $8,022.00, showing a profit of
$1,018.40. If you delay the program
~ only one year, you lose $229,10. This
$229.10 is the cost not to be insured for
one year. Can you think of any reason
why you should give my company, or
any life insurance company, $229.10 for
nothing; or worse, $229.10 for the
doubtfal privilege of not being insured

for one vear?”’

Life Underwriter All powerful

Even the men respected as the outstand-

[Jaxuary 1951

ing successes nesd us—and need us badly.
In the solution of the economic problems
of life, I have the world’s greatest power.
I, and I alone, can give men Time to
accomplish ‘financial successes. 1f they
are wealthy and are leaders at the quarter,
the half or the threequarters, I, and 1
alone, can guarantee them success. at the

terminal.

To no one in the world has God given

such power, except life underwriters,
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Why Insurance Career.

By S 8

. JOSHI,

3

Tk

INSURANCE selling is a unique social would need some monetary help to fall

service.

After completing the course of his
education ever§ young man has to select
a career for earning his livelihood. He
would either become a Business Man,
Doctor, Lawvyer, Engineer, Professor or
he would go the common wav of clerical
service, either with the Government or
in Private Employment. In as much as
technical professions requires particular
specialisation and expert knowledge of
the Profession which is generally bhevond
the capacity of every common man the
business requires investment of a large
amount and sufficient waiting capacity to
vield fruitful results which an ordinarv
man cannot aftord.  Nawurally the only
other alternative left for the youagman is
Clerical service in Public or Private
institution or Government Offices. The
chances of <uccessin business and in
technical profession being limited the
ordinary youngman is desirous of secur-
ing a fixed monthiv  income without
undertaking any risk and the least possi-
ble exertion on his part. He is, there-
fore, naturally prompted 10 adopt  the
last selection i.e., employment as a clerk.
In Private emplovment even Life long
tenure of service does nut bring him any

consolation for his retired life when he

back upon in his advanced age which
hecomes an object of contempt and hatred
in the event of being penniless. More-
over it does not vouchsafe far him secu-
rity of service in anywav. He is in the
employ during the pleasure of the Master.
Even a little incident would be sufficient
to annoy the Master and terminate the
service of the poor clerk. In Govern-
ment Service though there is some secu-
rity in the permanent cadre the dur-
ation of service required 1o win for him
a handsome pension is as long
as 25 to 30 years. And even this hard
earned pension would last only so
long as the retired clerk lives
after earning the pension and would
antomatically stop on hix demise with the
result that his dependents would be left
without any support. On the other hand
the insurance agent if he works
successfully for 3 vears, is able to secure
in the shape of renewal commission a
regular handsome income as long as the
business secured by bim worth at least Rs.
S0.000/~ yemains in force. Similarly if
he works in the line successfullv for
10 vears he would not only earn for him-

self a regular renewal commission for the

~rest of his life hut would also ensure the .

same for his dependents after his death.

—_13, -
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From the above description it will be
.

clear that even as a source of livelihood,

insurance selling has its own charm and’ .

to my mind compares well if not excels
" the other professions, Our young men
would be well advised to include insur-
ance salesmanship also as one of the
items in the list of careers for their
selection and consider its advantages well

before making their final choice.

That Insurance Salesmanship is a very
intelligent and respectable career goes
without saying. Its technique consists
in the study of human mind, the capacity
of the individual pocket and prompt
suggestion of a suitable scheme for every
individual. Watching the proper
opportunity to approach the prospect,
creating sufficient interest in his mind
and bringing home to him the absolute
necessity of life Insurance and availing of
the exact psychological moment when
the prospect is in a mood to
accept the suggestion of the salesman
and doing all this with the least tinge of
boredom are some of the qualities which
make the profession a real and living art.
These have to be acquired bty patient
and persistent endeavours, Repeated
experimenis un mental reactions of the
various proponents, personal courtesy,

and intelligent .grasp of the subject of

[Jaxvary 1081

insurance would ensure success.

]

Besides the Medical Profession there is
no other career excepting Life insurance
which contains the element of Social sen-
vice toa large extent. An Insntanéo
salesman in the right sense of the word
carries the worry of the, thousands of
lives in his tender heart which is over

flowing with eagerness to render as much

- help as possible to the largest num-

ber of countrymen in making handsome
provision for their dependents. In
moments of disgust when there is none
other to look for timely help, the
sincere advice of the Insurance agent
would stand forth as the mainstay
of the helpless and forlorn dependents.
Truly speaking the credit for this timelv
help goes to the insurance seller. The
merit of such service will be only realised
when timely help reaches the needv and
deserving persons through the agency of

insurance.

The educated youth of the country should
therefore join the insurance career in
large numbers and help the spread of the
gospel of insurance o that our (‘nuntr'v'-
men may become more insurance minded
sooner and thus help in increasing the

wealth of the nation.

Legal Section,

Liability to Super-Tax of interest from Tax Free Securities

HETHER interest from tax free se-
curities of the Central Govern-
ment was liable tu super-tax formed the
subject matter of a reference hy the In-
come-1ax Appellate Tribunal. The judg-
ment given recently by the Lahore High
Court in this case answered this question
in the affirmative.

The assessee which wax a company
carrying on !ife insurance business bad re-
ceived during the previous year for the
year of assessment 1939-40 a sum ;of Rs.
19,708 as interest on tax free securities of
the Central Government. The Income-
tax department took the view that this
amount was liable to be included in the
total income of the assessee for the assess-
ment year in question; the contention of
the assessee was however that the amount
could not be sa included and was exempt-
ed both from income-tax and super-tax.

The judgment of the High Court was

as follows: —

““Under Section 53 of the Income-tax
Act in addition to the income-tax charged
for any year, there shall be charged for
that year in respect of the total income of
a company an additional duty of iacome-
tax, called super-tax, at the rate laid
down for that year by an Act of the Centra)
Legislature. By Section 56 of the same
Act the total income of any company
shall, for the purposes of super-tax, be
the total income as assessed {or the pur-
puses of income-tax. ‘‘Income’, under

L de A

Section 2(6) (c) includes :the profits of any®
business of insurance carried on by a
mutual insurance company computed in
accordance with Rnle 9 in the Schedule
and ‘‘total income’’ under Section 2(153)
read with Section 4 means the total
amount of income, profits and gains of a
person from whatever source derived.
The heads of income chargeable to income-
tax mentioned in Saction 6 are (i) salaries,
(ii) interest on securities, (iii) income
from property, (iv) profits and gains of
husiness, profession or vocation and {v)
income from other sources. Section 10
defines what the profits and gains of busi-
ness are and says that in the case of an
insurance company the profits and gains
of any bhusiness of insurance and the tax
payable thereon shall be computed in
accordance with the rules contained in
the Schedule to the Act.  The rules in the
schedule deal with the manner in which
the profits and gains of insurance business
are to bhe computed; the governing rule
being that the profits and gains of such
Lusiness shall be taken to be either (a)
the gross exterral incomings of the pre-
ceding year from that business less the
management expenses of that year, or (b)
the annual average of the surplus disclos-
ed Ly the actuarial valuation made
for the last inter-valuation period
ending before the vear for which the
assessment is to he made, after adjusting
such surplus so as to exclude from it any
surplus or deficit included therein which
was made in any earlier inter-valuation
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period, and any expenditure other than
expenditare which may ander the provi-
sioms of Section 10 of the Act be. allowed . "
for in computing the profits and gains of
a bunsiness, whichever is the greater.
‘Rule 3 gives certain directionsin comput~
ing the surplus for the purposes of Rule 2
and claose (c) directs that the whole
amount of interest received in respect of
any securities of the Central Government
which have been issued or declared to be
§ncome-tax free shall be deducted. It is
thas clear that the provisions of clause
{c) in Rule 3 are relevant only for the
purpose of computing the sarplas which
is mentioned in clause (b) of Rule 2, and
that the rules in the schedule are merely
an artificial method of calculating the
profits and gains of insarance business for
the purposes of Section 10, Where,
therefore, an inswrance company also re-
ceives income from interest on securities
such income has to be added to the amount
of profits and gains from the business of
insarance for the purposes of assessment of
income, though where the interest receiv-
ed is from any security of the Central
Government, which is facome-tax free,
no income-tax is pavahle on it by reason
of proviso 210 Section 8. But for this
exemption an insurance company would he
Miable to pay income-tax op interest
on  securities in exactly the same
way as it is liable to pay income.tax on
income from properiy where it owns pro=
perty.  Thus, in computing the total in-
come of an insurance company the profits
and gains of the bhusiness have to he cal-
culated in accordance with the ramles in
the schedule but, besides the income from
such business, the company has also to
pay income-tax on all other sources of
income mentioned in Section 6, whether
such source be securities or property or

S
L 4
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fome other source, though, as already
pointed out, if the interestacctm‘on
secorities’ of the Cenptra) Governméit,
which are free from income-tax, no in-
tome-tax is payahle on it. Section 16
directs that in computing the total income
of an assessee any sams oxewpted under
Proviso 2 to Section 8 shal) e included.
1t is, therefore, evident that jp comput-
ing the total income of An agsessee, whe-

ther it be a company carrying on insor-

ance business or not the interest recejved

On any security of the Centray Govern-
ment which is income-tay free must he
included; and since under Section 33
super~tax has to be levied on the total in-
come, it is obvinus that interest on secu-
rities of the Central Government which
are free from income-tax are subject to
the incidence of super-tax. This is made
further clear by Seciion 38 according to
which in the application of the Act to
super-tax all provisions of the Act yelat-
ing to assessment shail apply but that the
concession referred to in proviso 2 to
Section 8 shall not apply. As the Appel-
late Tribunal bas pointed out, the rules
in the schedule huve nothing 10 do with
any exemptlion and have leen framed
merely with a view 1o computing the
profits and gains of insurance busipe.-
for the purposes of Sectinn 10. Such
profits and gains, bowever, ;re merely
ane head of lncome, and besides income
from business an assessee may have other
heads of income, as {or instance, interest
on securities, income from propenty, and
income from ather sonrces, In comput-
ing the total taxalile income, income
under all these heads has got to be added.
Where the assessee aleo carries on the
husiness of insurance jts profits and gains
from that business have 1o be calcalated
in accordance with the rules in the sche-

&
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dule though by reason of proviso 2 to
Section 8 it is not liable to pay income-
tax on the securities of the Central Go-
vernment which are free from income.tax.
Bat when total amaunt has to be comput-
ed, whether for purposes of income-tax
or for purposes of super {ax the sum ex-
empted nnder proviso 2 to Section 8 must
be included. » This can only mean that in
Computing the totat {ncome of an assesses
that is carrying on the business of insur-
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ance and has also other sources of income,
the income from the latter sources includ-
it;g interest on securities must he added
to the amonat of profits and gains of in-
surance business. We are, therefore, of
the view that the sum of Rs. 19,708 was.
rightly assessed to super-tax and that the
answer 10 the question referred must be
in the affimative.’’ (Lakshmi Insuranee
Co., Ltd. v. Commissioner of Income-tax,
Punjab, Delhiand N. W. F. P.)
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News

Benefits of Co-operation in General
Insurance.

thauguration of The All India Co-operative
Insurance Society Ltd.

Address of
8ri. Keshavprasad C. Desai, B.A.L.L.B.

1t was in the year 1944 that the 1Sth
Provincial Co-operative Conference pre-
sided over by Sir T. Vijayaraghavacharya
appointed a Committee consisting of (1)
Sjt. Keshavprasad Desai, (2) Sjt. V. L.
Mehta, (3) Sjt. R. N. Trivedi, (4) Sjt.
P. B. Yadvadkar and (5) Sjt. G. H. Tha-
kore to investigate into the possibility of
organising a Co-operative Fire and Ge-
nera! Insurance Society. The Executive
Committee of the Bombay Provincial Co-
operative Institete on receiving the
favourable report of the Desai Committee

abovementioned appointed another Seb- -

Committee consisting of (1) Sjt. H. L.
Kaji, (2) Sjt. Keshavprasad Desai, (3)
Sjt. B. D. Deshmukh, (4) Sjt.R. N. Desai,
{(5) Sjt. M. P. Nadaguda and (6) Sjt.
G. H. Thakore, to take steps for the for-
mation of a Co-operative Fire and Gene-
ral Insurance Society.

In the meantime the report of the All
India Co-operative Planning Committee
appointed by the Government of India
and presided over by Sjt. R. G. Saraiya
was published and one of its recommen-
dations was to establish an All India
Co-operative Fire and General Insurance
Society.

Consequently this Society was register-
ed in 1949. Collection of the neces«ary

Capital took some time but the same was
achieved with the help of a Special
Officer, Sri Dinkar Desai, placed at the
disposal of the Society by the Govern-
ment of Bombay entirely at their cost.
The Society is thankful to the Govern-
ment of Bombay and particularly to the
Minister of Finance and Co-operation for
thus giving a tangible shape to their
sympathy.

Our thanks are also due to the Bombay

Provincial Co-operative Bank and the

Bombay Co-operative lnsurance Society
for subscribing Rs. 50,000/~ each to the
Share Capital of this Society. The Bom-
bay Co-operative Insurance Soclety:is
further giving afl sorts of other assistance
to this Society as if it were a part of
itself.

I have to thank Sjt. B. P. Pate}, ex-
Registrar and Sjt. Chinmulgud, the pre-
sent Registrar of Co-operative Societies,

Bombay State, for rendering all possible

assistance in the formation of this Society.

Insurance is recognized as one of the
key trading services in every progressive
community and forms an important arm
of a planned economy. As an economic
institution Insurance involves activities
and services that are intimatelv connect-
ed with all the time-honoured economic
classifications  viz. ““Production’’,
““Fxchange’’, “Distribution’’, and *“Con-
sumption””,  The outstanding and dis-
tinctive mission of insurance however, is

risk-bearing and risk-elimination in our

_— 8 ——
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economic affairs. Insurance is particu-
larly concerned with three fundamental
services—(1) indemnification of the loss
values, (2) the scientific treatment of
risk-bearing and equitable distribution of
the cost, and (3) avoidance of 1oss aito-
gother through systematic eftorts at pre-
vention and conservation.

India bas also recognized the import-
ance of insurance in its several branches.
Indian Companies fur fire and general
insurance are, however, comparatively of
recent origin. The first of such Compa-
nies was established in 1907 as a result
perhaps of the Swadeshi agitation in con~
sequence of the partition of Bengal. Five
other Companies came intoexistence after
1919 and other Companies came into
existence thereafter. Total number of
Indian Insurance Companies writing ge-
neral insurance is at present 64. In spite
of there being such a large number of
Indfan Companies, there are about 77
non-Indian Companies working in India.
The distribution of the net premium in-
come between Indian and non-Indian
Compantes is as follows:

Indian Non-Indian
Companies Companies

Nett Fire
Premium 5.02,06,000 237.35,000 7.39,41,000
in 1948

Total

(Note:—Portion of the business of

“Indian Companies is from outside India).

Thus about one-third of the premium
income available in Iaudia goes 10 non-
Indian Companies.  Practically simjlar
position prevails in Marine and Miscel-
laneous Insurance business.

[N
I may here mention that notwithstand-
ing the existence of so many Indian and
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non-Indian Fire Insurance Companies in
India, it was absolutely thecessary thata
Society like ours be established on Co-
operative lines because Co-operative In-
surance differs from others in as much as
the aims and ideals inspirfng its formation .
are entirely distinct from those which
prompt the formation of Joint Stock Com-
panies, In a Co-operative Society the
ideal of service, the zeal of the social
worker, and the underlying motive to
make available its services to the persons
on the lowest rung of the ladder, are
manifest. Unlike Joint Stock Companies
it has no profit motive nor are there any
The temptation of
handling the accumulated funds for the
personal benefit of people having control
is also absent here, because the Co-oper-
ative Act lays down that all the funds of
a Co-operative Society are to be treated
as trust monies and are to be invested in

vested interests.

accordance with the Trust Act.

It is also necessary to distinguish a
Co-operative Society from a Mutual Insu-
rance Company. Fundamentally the ideals
of commaunitive service inspire the esta-
hlishment of a Co-operative Society:
Co-operative Insurance creates a new
path, a new enterprise which represents
something more than the individual efforts
of its members; it accumulates many
separate risks in one joint risk and trans-
forms them into something different in
quality to the sum of separate rtisks
which the members of the Co-operative
Societies seek 10 avoid. A Co-operative
Insurance Nociety is huilt on equality,
common interest and coliective manage-
ment. Above all a Co=uperative Insuran-
ce Society will always be ready and anzious
to link itself mith Co-vperative Movement
tn the Country, thereby giving st a fillip,
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at the same time obtaining handsome re-
ward in the shape of the extention of its
own beneficial activities through theinstru-
mentality and good will of sister co-opera-
tive organisations.

Thus a Co-operative Society is nota
Mutual Society and in spite of the fact
that a Co-Opetatiie Society has Share
Capital, it is not a joint stock company
nor a proprietory concern. I woulddraw
the attention of the Government of India
to the impropriety of lumping mutual
companies and co-operative societies in
one group in Part IV of the Insurance Act.
The fact of a Co-operative Society having
share capital should not make it a joint
stock company to be treated on par with
other Joint Stock concerns doing insur-
ance business. A Co-operative Insurance
Society should be differently and specially
treated.

The first Co~operative Insurance Society
in the British Empire was founded in
England. The year 1867 saw the beginn-
ing of Co-operative Insurance there, bhut
as the then prevailing law did not emable
the .promoters to get it registered as a
Co-operative Society, it had to be re-
gistered as an ordipary Company and be-
cause of that it was not very successful,
In the year 1899, it was rc-constructed
purely as a Co-operative Insarance Society
and in 1912, it was taken over hy the
Wholesale Societies acting together. It
has since made very rapid progress.

The First Co-operative Fire Insurance
Society in India was established at
Madras in the vear 1941, and it has bheen
making a fair progress, bat it has so far
confined its activities in the Madras State
only. There are a couple of other 1ncal
Fire Insurance Societies working in some
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parts of the Union of India. Outr.Society
is established with the definite idea of
spreading over all the parts of the Indign
Union, which are not being served by any
other Co-operative FireInsurance Society.

Today Co-operative Insurance has been
recognised as an integral and important
part of the Co-operative Movement in
almost all the Countries of the World and
nearly all forms of lnsurance covers are
now obhtainable through Co-operative
Insurance Organisations.

The World today is experiencing con-
flict between the ideals of communist eco-
pomy and those of free enterprise. The
fact to note, however, is that in the post-
war period the Co-uperative Movement
recorded considerable progress in Coun-
tries with a predominantly communist
economy as well as in Lhose with a capita-
list or mixed economy. Co-operation is
considered by many as a bridge between
individualist and fuily socialised economy,
In the United States of America, it has
heen resorted to as an example of free en-
terprise and bulwark against Stiate Inter-
vention and communism.

The ideal of the Co-operative Common-
wealth has heen officially accepted in the
Constitution of the Union of India. ‘This
Socieiy, therefore, is rightfully entitled
to the fullest co-operation and support

not only from Co-operative Organisations’

Lut also from the Union Government us
well as the States. In the absence of a
Government or State Controller Insurance
Corporation, this Insurance Society ought
to be the official Insurers for the respec-
tive Governments. With the distribution
of grain and cloth and several other
articles by Government Agencies and the
establishment of Corporations like the
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State Transport etc., and with the muni-
cipalisation of local transport services in
Bombay and Ahmedabad, The All India
Co-operative Fire and General Iusurance

8ociety Ltd., which rightfally claims

their support, has a hright future.

Election to executive committee of
Insurance Councils

To regulate, the first elections to the
Executive Committees of the lLife Insur-
ance Council and the General Insurance
Council of the Insurance Assaciation of
India to be constituted under Secticn 64F
of the Insurance Act 1938, (he Central
Government have made by a notification
in an extraordinary issue of the Gazette
of lndia, dated Janvarv 12, 1031, an
order called The Insurance Councils

(Removal of Difficulties) Order No. 11, of
1050,

A summary of the said Order, is given
below: —

1. Nomination of candidates

(a) The Controller of Insurance shall
call for nomination of candidates on the
22nd January, 1951 from Constitnencies
of insurers for elections to the FExecutive
Committees of the Insurance Councils.

(b) No candidate shall be nominated
who is nuot eligible to stand as & candi-
date under ruie 12B of the Insurance
Rules, 1930,

(c) Every nomination of a candidate
shall be in a prescribed form duly signed
by the candidate and by a proposer and a
seconder both of whom shall he insurers
eligible to vote in the same Coustituency
for which the candidate is nominated.

(d) Every such nomination paper shall
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be sent by registered post to the Control-
ler so as to reach him Before 5 r.x1. on
the 3th February, 1931,

(e) Every such nomination paper shall
e accompanied by a receipt indicating
that a sum of rupees one hundred has
heen deposited to the credit of the
Central Government.

The sum of money shall he paid into
the Reserve Bank of India or where there
is no office of such bank at the place
where the deposit is made into thé Im-
perial Bank of India acting as an agent of’
the Reserve Bank or into any Government
Treasury for c¢redit under the head
**XXXVI-Miscellaneous  Departments—
Miscellaneous—Fees realised under the
Insurance Act, 1938—Flection to the

Insurance Councils’’.

2. Withdrawal of candidature

(a) Any candidate may withdraw his
candidature by notice in writing signed
by bhim and delivered to the Controller
before 3 p.m. on the 9th February 1951.
The cancellation of such withdrawal shall
not be permitted.

(b) Any candidate who withdraws his
candidature shall on application to the
Controller bLe entitled to the refund of
half the amount deposited by him.

3. Number of candidates

(a) If the number of candidates nomi-
nated by insurers in any Constituency
does not exceed the number of members to
be elected from that Constituency the
candidates so nominated shall be declared
elecied and their names shall be notified
in the Gazette of 1ndia.
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{b) If the number of candidates nomi-
nated by insurgrs in any Constituency
exceods the number of members to be
elected from that Constituency, an elec-
~ tion shall be condacted in the following
‘'manner. p

4. Procedure for election

{a) On or before the 13th February,
1951 the Controller shall send by regis-
tered post to the address of every voter in
the Constituency a voting paper together
with necessary instructions as to how to
fill in the voting paper and specifying tbe

date and hour by which it shall reach the
Controlier.

(b) Every voting paper shall bear the
seal of the Department of Insurance and
shall contain a 1ist of candidates for elec-
tion from the Constituency.

(cy Every voter shall have one vote
only.

{d) Every voter while giving his vote:-

(i) shall place on his voling paper the
figare I in the square opposite the
name of the candidate for whom he
votes;

(ii) may, in addition, place on hix vot-
ing paper the figure 2 or the figures 2
and 3, or 2, 3 and 4 and so on, in the
squares opposite the names of other
candidates in the order of his pre-

ference. .

(e) A vote shail be deemed as invalid
if it does not satisfy the aforementioned
conditions.

3. Sending of roting papers
Every voter after duly filling his voting
paper shall send it by registered post to
the Controller so as to reach him not later
than 3 p.m. on the 27th February, 1951.

[JAxvarvy 1951

6. Counting of voles
The counting of votes shall take place
on the basis of single transferable vote' at
11 A.M. on the 5th March, 19531 in b¥

office of the Controller of Insurance at
Simla.

7. Presence of candidates or their repre-

sentatives at the time of counting of
voles

Any candidate standing® for election
shall be entitled to be present in person
ot to appoint a representative to he present

on his behalf at the time of the counting
of votes.

-8

8. Names to be published in tjlé;“aM*

Gazette

The names of all candidates declared
elected shall Le notified by the Controller
in the official Gazette.

9. Disputes
Any doubt or dispute regiarding  the
interpretation of the provisions of this
Order ur regarding the validity of any
election held thereunder shall he referred

to the Controller whose decision shereon
shall be final.

General Insarance Council.

Reqgional Cowuncils and Sectional
Commiltees
The following gentlemen were elected
members of the Calcutta Reginnal Council
of the General Insurince Council, recent-
v formed under the Insurance Amend-
ment Acti—-

(1) Mr. B. R. Mody, Chairman, (New
India Assurance Company)

(2) Mr. U. N, Chatterjea (Standard
General Assurance Company)
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(3) Mr. S. S. Kothari (Ruby General
Insurance Company)

(4) Mr. S. D Srinivasan (National &
National Fire & General Insce. Co.)

(5) Mr. C. W. Harrold (Alliance Assce.)

(6) Mr. R. H. McLeod (New Zealand
Insurance Company)

(7) Mr. H. B. Scott {(Royval Insce. Co.)

THE INDIAN POLICY-HOLDER 23

Aoccording to new Insurance Rules,
Calcutta Regional Council will have 3
Committees under it—'one for Fire,
another for Marine and the third for
Miscellaneous husiness.

The following gentlehxen have been
duly elected to serve on the First Fire,
Marine and Miscellaneous Sectional Com-
mittees: —

’ Representatives of Members.
FIRF MARINE MISCELLANEOUS
1. Mr. 8. D. Ghosat 1. Mr. P. Balan 1. Mr. D. Das Gupta
2. Mr. P. P. Ginwalla 2. Mr. ]. P. Bhargava 2, Mr, M. L. Khatri
3. Mr. B. R. Mody 3. Mr. A, N. Sarkar 3. Mr. NX. M. Medora
4. Mr. A. 8. Rege 4. Mr. P. C. Sekhar 4. Mr. B. C, Rakshit -

Representatives of Assoctate Members.

FIRE \IARINE MISCELLANEQUS
1. Mr. D. W. Francis 1. Mr. E. 5. Brooks 1. Mr. F.1.. Middletaon
2. AMr. DL HL Giled 2. Mr. H. N, Laver 2, Mr. D. A, L. Thomas
3. Mr. A. Mabb 3. Mr. AL Mabb 3. Mr. H. B, Trinder-

The First Sectional Committees wili
shortly be holding their First Meetings to
elect their Chairman and Dy. Chairman
and Members and Associate Mlembers will
bhe advised of the result as soon as

possible.

The following gentlemen have been
elected Members of the Regional Counecil,
Delhi, under the provisions of the Insur-

ance Amendment Act:—
(1) Mr. M. N. Seth (Sterling General)
(2) Mr. 1. B. Hoon (New India)
(3) Mr. N. K. Rove (Hindusthan Genl.)

(4) Mr. P. P. Gupta (Bharat Fire &
(reneral)

(3) Mr. . K. Guptoo (l.ondon &
Lancashire)

(6) Nr. K. S. Duggal (Guard_ian)
(7) Mr. S. N. Gupta (New Zealand).

Liability for Postal Insurance Policies

It has been agreed that the liability fo
postal life insurance policies should he
allocated on the basis of the residence o
insurance on March 31, 1948, &t a recen
Indo-Pakistan Conference held 2t New
Dethi

Indian Insurance Institate

The UIPresident and Members of the
Councit of the Indian Insurance lastitute
Caleutia met the President and Members o
the Lxecutive Committee of the Indiar
l.ife Assurance OMffices Association at ar
Afternoon Party on Tuesday, the 30tl
Yanuary, 0531 a the Hall of the Benga
Nationt! Chamber of Commerce (P-11
Mision Row Extension, Calcutta),  Th



ke ~ mfanoun polrcvinoiper

function was attended by a larii
of gussts and prominent am P
were Sri L. S. Vaidyanatban, Sit S. C.
Roy, Sri D. S.” Subremanyam, Sri K.
Balasubramanyam, ‘Sri A. B. Chatterjes,
o SriT. C. Kapur, Sri K..Y. Joshi, Sri
«8. D. Syinivasan, Sri P. K. Sen, Sri S. P.
Bose, Sri T. R. A. P»i, Mr. A, J. Steeds,
. Sri D. N. Bhattacherjee, Sri H. K. sen,
- Actoary, Sri 8. P. Guba, Sri Sachin Bag-
. ehi, Sri P. R. Gupiwa, SriR. Roy, Sri
-+ 8. R. Biswas (Secretary, Benga! Nationa!
. Chamber of Commerce), Sri B. M. Sen,
Sri H. C. Chakraverty, Sri 8. K. Acharva
Chowdhumry, Mr. C. M. Allibhoy, Sri
B. L. Banerjee, Sri N. C. Ghosh, Sri
B. B, Mukherjee, Sri B. N. Chowdhery,
Sri J. N. Banerjee and others.

Sri 8. N. Roy Choudhury and Sri H. C.
Naug, President and General Secrotary of
the Institute respectively with Sri S.
Sarkhel were atl attention to the guests,

Insurance Club (Kodarma)

A Chnb under the name of “Insurance
Club, (Kodarma)’’, has been started by
the local Insurance Fieldworkers.

The ander-noted persons have Deen
olected Office~bearers apd the Execative
Committee of the Cluh:—

President: Mr. M. R. Th:{km- {New
India);  Vice-President: Mr. B. K.
Banerjee (New Asiatic); Secretaryd: Trec-
surer 1 Mr. C. R. Mukherji (New Asiatic),

Committee Members: Mrs. R. V. Sen
(New Asiatic), Mr. N. N. Banerji, (Na-
ttonat) and Mr. N. N. Mazumder {Ocientul )

Madurs Insurance &asociation, Madhurai
At tbe Social gathering of the Members

*

of the Association held. av- 8§ g
2-1-1051 at ‘Bbarat Buildings’, Niigigy
Mr. AL. A. Shenbaga Nadar, Patr ;

Chafrman of the Mother India lnsurance( "

Co. L14., presided. Mr. N. Govindarajuru-
Vice~President of the Assoc

iation, wel-~
comed the gaests,

Mr. 8. N, K. Sundaram, Managing Di-
vector, Pandiyan Bank Ltd.? Madura, re-
counted his ‘expsrience and the Sociat

Watfare and Nationa} Insurance ang Sav-

ings' Programmes obtaining in Eogland
ope.

and other Westary Countries in Eur
like Switzerland, Gm&ﬁf%*m and

France. e i

He was ful! of admiration for the dis-
interested work carried on there by the
Ministers of the Stxtes and fnund that
there was willing public Co~operation
which helped verv remarkabiy the develop-
ment of National Insurance Schemes to 3
great success, the henefits accarding to
these countries by the scheme of Nationa)
Insurance, were enormous as they Pro-
vided cash pavments during :

sickness,
Injury and widowhood,

Payments were
made at child birth and at death and pen-
sions for disablements and at retirement..
He also pointed out that the Office of
Fmployment Exchange plaved a great role
in England. for the successful operation of
this scheme. He wondered it the selfle«s
spirit observed Liv the prople in helping
reconstructions after the dev;m:uing eflecy
of the War, I{e tonciuded wigh these
words: **\While husinessmen @
prestige and their vigws are respected by
‘Gova‘rnmeme in other cauntries, wvou ra;r
imagine what (he 1¥pe of .
antt  treatmen: the

gets hera. Ryt | mus

Bjov greay

fonsideration
Lusipesy community
t say one thing, that

a2

ths average integrity of the husiness com-

*munity in our country requires great deal
of lifting up. 1 feel that only Free Trade
and competition will eliminaie unscrupu-
lous people from the market and make
them realise that only right methods and
fair dealings would pay and bring success
iu business and prosperity to the country.
I am sure your Associationisdoing every-
thing possible to maintain the integrity
of the Insurance Trade. 1 wish itall
success.”’

Then Mr. M. T. Sundaram of Madura
lasurance Ca., Ltd., Madura, narrated hix
experience in Furope and pleaded for a
change in the outlook on economic pro-
blems of this country.

Mr. AR. A. Shenbaga Nadar, who pre-
sided over the meeting appreciaied the
selfless spirit with which the people are
working in Western couatries, for exam~
ple, which the people of this country can
foltow with advantage and common good
of all.

The Méeting ended with a vote of
thanks by Mr. P. Ganesan, Hony. Secretary
of the Association.

There was a Meeting of the Madura
Insurance Association, at 4 P.M., on
14-1-1931 at the Bbarat lasurance Build-
fng, Madhurai, for whieh Mr. R, G,
Vijavakar, Managing Director, Viswabhi-
rathi Insurance Co., Ltd., and Member of
the Regional Council, Bombay, Mr. KLG.

« Merchant of Standard General Insurapce
‘CU-. Ltd., Member, All lndia Tariff Board,
and Member, Regivnal Council, Bombav.
and Mr. 8. R. ldgunji of Alco lasurance
Ca,, Ltd,, Bombay were invited as guests.

They discussed with the lMembers the
conditions and experiences of lnsurance
workers in the south and in the north of
1ndia, Some \lembers of General Insu-
rance husiness, pointed out to Mr. K G.
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MerchgWt, the various handicaps the 1nsu-
rancs'Rgenty in the soyth are suffering
from. Particular attention was drawn to
the unfair competition involved by the
Banks forcing certain of their counstituents
to insuse their articles only with a parti- ..
catar Company selected h} them. .

Mr, Merchant felt that the Insurance-
consciousness in the south was not much
in evidence and most of the General Insu-
rance business is a result of the compal-
sion by financiers to safeguard the latters’
interests, which safeguard those indus-
tries.

Mr. S. Vinayakam, Vice-President, was
in the chair, and the guests appreciated
the useful work that is being done by the
Madura Insurance Association.

With a Vote of thanks by Mr. P. Ganesan
the Hony. Secretary, the function termi-
nated.

Indiap Insarance Institate

The Couacil of the Indian Insurance
Institute, Calcutta, met Sri K. Balasubra-
manvam, Honv. Secretary, Indian Life
Offices Assaciation on Tuesday, the 3th
December, 1930, at the office permises of
the Institate {P-11, Mission Row FExten-
sion, Calcutta) for an informal discussion
regarding the provisions of the new lnsur-
ance Law. Sri Balasubramanyam spoke on
various aspects of the Insurance Law. A
livew discassion was followed in which
many of the membhers present participated,
Sri \ . Srinivasan, Senior Vice-Presi~-
dent of the Institute presided over the
meeting. Amongst those present were Sri
s. 1. Bose (Nationa) Indian), Sri 8. C. Roy
(Arvasthan), Sri H. K. Sen, Actuary, Sri
H. C. Naug  (Paltadium), Sri U. S, Barua
(Lakshmi), Sri A, C. Neogi (East India),
Sri B. N. Choadhury (Hindusthan) and

others.
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Progress of Insurance Bnsiness in India.

- 2

Indian Insurance Year Book, 1950.
) § {

®

FS

N 1949, the Indian Insurers issued annuities for a net amount of
Rs. 3,25,000. The total net amount of annaities in force at the end

of 1949 (p.a.) was Rs. 34,22,000. Non-Indian Insurers issued in India
annuities for Rs. 7,358,000 in 1949 and the net amount in force at the end
of ;she year (p.n.) was Rs. 39,03,000. These particulars are enough to
show the very poor annuity business done in India. It is not that the
insuring public has not realised the value of annuity contracts that is res-
ponsible for such a slow progress, but more has to be said about the
Insarers and their representatives. Firstly, the financial resources of
most of the Indian Insurers are not adequate to issue annuity contracts
in large numbers. Becondly, poor insurance salesmanship does not appeal
‘to the prospective policyholders. Canvassing and particularly Insarance
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Write to us for details.
Tran.\'m'liny :

MOTOR AND MISCELLANEOUS INSURANCE

THE HINDUSTHAN ID
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H. 0. MASULIPATAM.

Central Office:
, . Post Bog No. 1801,
3233, Linghi Chetty St., G. T. Madras,

S- RAMACHAR, General Manager.

LIFE, FIRE,

canvassing requires not only a great deal of personal tact and skill, but
also special training to present to the public the advantages of Annuity
contracts in a most appealing form. Though Insurance Companies
geumerally involve themselves in a competitive struggle to secure business
irrespective of cost, it is only a few that care for bringing into vogne 8
field organisation consisting of trained salesmen. Indiscriminate recruit-
ing of raw, illiterate and good-for-nothing men, for insurance selling
which means counselling plans for future financial equipment results in
not only heavy management expense but also in heavy lapses.  This will
be evident from the fact that during each of the past five or six years,
the number of fresh licences and renewal licences issued has been increas-
ing, buat the percentage of licences not renewed has also been going up.
In 1949, 85,389 fresh licences and 95,348 renewal licences were issued;
and the percentage of licences not renewed to total number of licences
issued during the year 1948, was as munch as 43.9.  Thus, the irresistible
conclusion to be drawn from this as the Controller of Insarance himeself has

", put it, is that “due care is not exercised by companies in the selection of
Aﬂ(z}gents and that the entry of casual agents in business is encouraged.”

—3
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“Experience”, he adds, “proves that the larger the number of .lgants,

the lesser is the output of work.” Agencies should be granted only to
those pdrsonis who satiafy odrtain standerds 6! conduct, sud educations)

and technical attainments in all aspoots of the business. Non-obeervanoe ‘

of any specified code or convention by any of the insurers, their branch
“officers und chief agents, ultimately undermine the inherent strength of
the business. The table showing the percentage of lapses (in sum insured)
according to mean duration, ovt of the new business written in the years
1948, 1947, 1948 and 1949, published in pp. 76-85 of the year book, is
revealing. Out of the new business completed every year, not less than
50 per cent. lapsed in the case of majority of companies within the first
three years. In a large number of companies, the percentage has been
88 high as 75 or 80. The colossal waste of public money due to uneco-
nomic management and heavy lapses are well portrayed by the valuation
results of the various Insurers. Of the 47 Indian Insnrance Companies’
valuation results recsived by the Controller of Insurance, six valuations
bad to be questioned on the ground that they did not properly indicate
the condition of affairs of the insurers concerned by reason of the faulty
bases adopted, In four cases, the expense pravision made and in one
case, the rate of interest assumed by the actuary was considered in-
adequate. In another case, bgth the ‘rate of interest as well as expense
provision made were considered inadequate. Apart from this difference
of opinion between the Actuavies who conducted the valuations and the
Controller of Insurance, it was only 11 Insurers that disclosed a surplus
sufficient enough to declare a bonus to the policyholders and a dividend to
the shareholders. The vsluations of 15 Insurers diclosed onlv a nominal
surplus that had to be carried forwsrd unappropriated. 9 Companies
disclosed a deficit that was covered by free paid-up capital and 12 com-
panies disclosed deficits that could not be covered
Thus, out of 47 companies only 1li.e. roughly 25% of the Companies
could return to their policybolders anything as bonus though all the

Companies have provided in their premiums under with profit schemes
for payment of a Bonus. Thus in the case of 75%

. ) 7 of the companies, the
policyholders under with-profit plans, though have paid an extra in antici-

.pation‘ of the receipt of a Bonus, have not received anything, because of
inefficient management and top heavy expenses. How long are the policy-

holders going to tolerate this state of affairs knowing full well that their
interests are affected ?

by free paid-up capital.
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Multiple Line Underwriting and Inland
' Marine Insurance ST
By WILLIAM H-RODDA, e - '

. . . . & ‘ .
(Neeretary, Pransportation Insurance Rating Burean, Chicagn) '

"11.1. the next depression again tind

the fire insnrance and casnalty

insurance companies fighting over the in-
land marine bhusiness?

It was during the lean years from 1929
to 1933 that the inland marine depart-
ments of the fre insurance companies
jreached ont and took husiness from the
taswally insurance companies as well as
{rom their own fire departments.  During
this period the intand mariae underwriters
expanded their writings 10 inciude many
risks which had not previously heen con-
sidered transit risks., There were many
complaints that broad inland marine cove
erages ware being provided at rates far
below those that the fire and casualty de-
patiments were charging for more resiric-
ted caverage.

The complaints and the discussions re-
sulted eventually in formalation of the
Nation-Wide Definition of the Incuriayg
Powers of Marine and Trapsportation

VUaderwriters. This document was adopted

by mast of the siate insarance depari-
ments and also was sabscribed to by most
insurance companies. 1t limited the risks
which cowld he c¢overed upder inland
marine policies to those whi. b hid some
relation to triansportation, or which by
long vastom of 1he Lusiness hiad heen

written under inland marine forms.

During the fourteen vears which have
wyssed since the adoption of the Nation-

Leinition, there have heen relatively
o

_— —

>

few extensions of the insuring powers
of infand marine underwriters. '

Several state insurance Vdep:trtments have
taken Speciﬁc Action permining ca‘suan};
insurance cumpanies to write the personal
property floater. Apparently this was done
on the theory that the personal property
floater provides some casualty coverages; as
well as fire coverages so it seemed reason~
able that caswalty as well as fire companies
shouid be permitted to write the huvinéss.
Thix development ix independent of ihe
aradual  extension  of muftiple line

wnderwriting.

A sur'\'e_v of multiple line lmdef\v_ril'inf;
powers indicates that nore "than hnlf'jolf
the states now permit full molliple line
underwriting, and there are at least eight
additional states where vasualty insurance
vompanies may write the persopal praper~
1y finater. :

Up to the present time there bas heen
no general extension by the casvalty com-
panies into the inlard marine or fire fields,
This may be accounted for partly Ly the
facy that most insurance companies today
are writing a3 such premivm volume as
they can absorb comfortably, aad most
casualty companies at the moment have po
fesire {0 enter new fields. This situation
may change rapidly when there ix g
change in business conditions and insur-
ance companies experience a drop in pre-
prium income. :

—
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There are several reasons why the inland
marine field probably will be first to feel
the entry of tho{ casualty companies ianto
the domain of the fire companfes. Many
inland marine policies give burglary or
theft protection, which independently is
considered a casualty coverage. Several
casualty companies are already writing
personal property floaters in modest
volume. The extent of the caswalty com-
pany writing of the personal property
floater cannot be determined because it
has not yet reached a point where it is

shown separately on the consolidation of
premiams.

It is likely that many casualty compan-
ies will attempt to convert their burglary
policies into personal property floaters.
This is following the lead of the fire com~
panies that  have converted mAny
house - hold = furniture fire palicies
to personal property floaters. Many com-
panies bave felt that their contact with
the policyholder with the sipaly premium
policies shonld lead to an attempt to

| € sell
the larger premium.

It.also is likely that the ¢
panies will enter the motor
and contractor’s equipme
Casualtly busine

asualty com-

truck rargo
at fields. . The
ss already is closely relat-
od to these two intand m .
and thers ix a tendency
contractors to try p)a;:i
ance in one agency or ¢

arine coverapes,
for trackers and
oy all their insur-
ompany.
L]

One factor which undoubtedly js j-
Couraging the casualty compa}xies from
entering the inland marine field at the
present time is that it would add to thejy
unearned premium reserve problem. The
Casualty companies have heen in a rela-
tively favourable position as compared
witfl the fire companies. Most casualpy
business is op 3 one-vear basis, and 1h'e
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casualty companies are not required to
set up nearly the proportion of reserve re-
quired of the fire companiesson three and
five year business. ' About 859% of the
personal property floater business i writ-
ten for three years and some other types
of inland marine coverage are written on
a term basis. Probably few casualty com-~
panies would look with favor upon enter~
ing fields which would require the u;tﬁﬁ
up of large unearned premium reserves
under present conditions.

Maltiple line underwriting may open
some new avenues toward additional pre~
mium income for the fire companies as
well as the casualty companies. The Na-
tion-Wide Definition of Intatd Marine
insurance stopped the writing of ‘all-
risks’’ policies on building and structures.
There has been some discussion of writing
‘al} risks’’ policies on buildings, but none
of the companies has been fit ((, provide
such a poliev, 1t is possible that the fire
companies will see a broad form building
policy as a possible answer to n threat of
loss of premiums throngh casualty com-
pany competitian.  While thie mi;;vbt nﬂl
be considered an inland marine form be-

cause it would uet involve properiy - in

transit, the principles. of .underwrkting
would he similar, T

The expansion of multipie line under-

writing powers also mav lead fire COM”

panies to entering the personal liability
field of the casualty companies. Here
again, it is likelv that the injand marine
departments will Lo the frst to attempt
such expunsion because they are already
familiar with some 1abhity principles.
Many inland marine forms are legal liabi~
Hty policies, and the inland marine un-
derwriter has had to become familiar
with Hability principles, which have ra-
mained strangers to his fire underwriting
brothers.

1

Inflation and the Lure of Term lnsurfnce
By M. ALBERT LINTON ‘

President of the Provident Mutual Life Insurance Company of Philadelphia. .
From an Address to the recent Million Dollay Round 'Tahlm

HERE is no doubt that term insurance

" has ifh place in many life insurance
programs. Properly adjusted to appro-
priate situatious it performs a real service.
On the other hand there are all too many
instances where term insurance, because
it appears to be inexpeusive, is sold when
the poﬁc_vholder’s interest would have
heen far better served by some form of
life or endowment Insurance—'‘cash-
value’’ insurance, as it is appropriately
called.

Two sets of ecopomic conditions ap-
pear to stimulate the sale of term insur-
adca. One is that of severe depression
when incomes are greatly reduced and
péol)le do not have the money to buy
adéduate amounts of life or endowment
insurance. We witnessed that in the
1930’s.  The rigors of the depression pro-
duced a large number of xo-called life in-
surance ‘‘counsellors’’ who developed to
high degree a long list of spucious argu-
ments extolling the use of term insurance
as the only sound’basis for a permanent
life insurance program. Many policvhol-
ders were hoodwinked and persuaded to
throw overboard soundly conceived pro-
grams which could have Leen salvaged by
temporary emergency measures. Others
were sold term insurance when cash-value

insurance would have served them far bet-
ler.

-1

The other set of economic conditions
stimulating to the advocates of term insu-
rance is that existing when fears of infla~
Then the term insu-
rance counseliors reappear offering their
spurious arguments to “the effect that the
only sound program of long-range protec~
tion is term insurance, supplemented by

tion are widespread.

the separale investment year by year o}f
sums corresponding to the additional
amounts that would otherwise have been
invested under a program based on cash-

value insurance.

True to form, with the current fears of
growing inflation, the advocates of ferm
insurance bave reappeared preaching their
unsound doctrines. Having the welfare
of pblicyholders at heart, itis our husi.-
ness to separate the ‘wheat from the.‘ chaff,
‘and to avoid being drawn h‘:v t)le p‘rev};iling
mood into paths tikely in the long run ‘to
lead to serious toss to our clients. The
lure of term insurance can be made to ap-
pear very attractive. '

*The Proper Role of Term Insurance

When reviewing the merits of term, as
compared with cash-value insurance 1 am
sure you will agree that term insurance,
as its name implies, is designed to cover
temporary situations. For example, a
voung man with a wife and young chil-
dren may not have sufficient income to
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purchase enough- cash-value insurance to
provide adequate protection in the event
of early death. e sound course then is
to buy term insgrance and carry it until
bis income increades to the point where he
bas the momey %o exercise his right of
converting the term to permanent forms of
protection in the form of life or endow-
ment insurance.

Again, a person may fear a period of
high prices and wish to protecthis family
against the consequences if he should be
called away during such a time. In that
event temporary protection will be in or-
der, provided the money is not available
to purchase life insurance on a permanent
plan. One of the pit falls in a situation
like this is the tendency to concentrate
attention so strongly on the period immedi-
ately ahead that the long-run future is
likely to be overlooked, forgetting that the
probability of survival greatly exceeds that
of early death. Because term insurance
¢osts so much less per thousand than cash-
value insurunpe, it is easy to rationalize
and buy term, arguing that the budget
will not stand a larger outlay, when as a
matter of fact it would do so with reason-

able readjustment, puotting first things first

To get a line on what can be done with
an ordinary life policy, we have taken the
current net cost schedules of ten mutual
life insurance companies to determire i
reasonable average cost for the insurance.

Sappose a man aged 35 takes an ordinarv

life policv. If he should die withina ven’r

after his policy was issued it would pro-
vide his family with 40.9 times

sthe premi-
ums he had paid. Had he been aged 45 the

ure i . ) . .
fizure would have heen 28,9, Figures for
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three other durations for ages 35 and 435
are shown below:

Yearsin Relation of Face of Policy
Force to Total Net Costs Paid

Age 35 Age 45
1 40.9 times 28.9 times
2 20.7 . 14.6 ’
3 84, 6.0 ,,
10 4.4, 3,

A glance at these figures reveals the cftec-
tive provison that can he made by anordi-
nary life policy against the consequences
of early death in a period of high prices.
Is it likely that stocks, real estate, or
commodities purchased in small amounts
over the next few vears would experience
any such appreciation within this period?
Is it not more likely that within ten vears
they would show either no aporeciation

or possibly a Joss?

Had the above figures been computed
for term insurance they would, of course,
have been larger hecause the premiums
would have been smaller. However, at the
end of the time there would be nothing to
show for the premiums paid.  The progra®
would have placed all the emphasi-‘ on
dying and not enough on living. As for
supplementing the term policy with sepd”
rate investment, that will Le considered
later,

Renewable Term Insurance

Renewable term insurance is a tvpe of
insurance for a limited period that van be
renewed at the end of each period for an
increased premium. ‘I'he period mat twe
one year, five years, or ten years, Keune-
wals may be permitted to carry the protec-
tion up to age 05,
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- This type of insurance illustrates the
effects of what is kaown as adverse selec-
tion. . At the successive renewal periods
wher the premium increases become eflec-
tive, policybolders in good health are
likely to switch over to cash-value insu-
rance under which the preminms do not
increase. After a number of vears those
still retadining their tevmn imswrance are
likely to he below average in health, and
experie:cixx. a higheer mortality than those
in @ corresponding position owning level
premiam insurance.

An extremely unsatisfactory aspect of
renewable term insyrance is that the money
paid in°does not Luild up any equities,
which would provide emergency values
which can be of such importance in times
of adversity. Furthermore, if the insur-
ance is continued to advanced vears, sav
to age 63, the éompqrison hetween what
was paid under the term "{nsurance, with
nothing in the end to show for it, and
what wouald have been paid over the same
period on an ordinary life policy, islike
1y to be highly distuebing to the policy-
holder.

To make a comparison between ordinary
life and renewabhle term policies carried 1o
age G35 presents problems. as relatively few
life insurance companies issue renewable
term insurance that may he continued to
that age. The most satisfactory method of
iltustrating 're\ativel costs appeared to be
by using non-participating premiums for
those companies issulng the two kinds of
insurance. Oas of the companies bad one.
vear and the other iwo, five-vear renewa-
ble term contracts. There is relatively
little difference in- costs, and to give a
wider base for the comparison the three
sets of figures have been averaged to obtain
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the resutts shown in the fauowmg table.
The ﬁguree are based upon I3 10 000 of
{nsurance and rounded to the nearestdollat_

Age at Ordinary . Presium for .
» Tssue of Life Fivst Teem |
Policy Premium Poried
25 §160 ' 269 o

R 218 - 79

45 321 124

Roughly S‘)eaking, the term premiums at
the outset are about 40 per cent of the or.
dimary life premiums, ‘Thatis what makes
term insurance Juok sa dqnepu\elv cheap.,
Therein lies its lure. - g

.Now et lls-QQO'h()\\' the cmtéjcbrﬂpare-i}'\;
the successive decades from the ctartmg
age to age ‘63 Again, we h'we used the
average figures for the three compamee

t

hased upon & 10,000 nf insurance.

P

Age 25 .,.Agl35' . Aﬂe“

at Issue at Issue - at [saue

Cost of: Co«t of: (‘ost of
Decade 0.L. Term O.L. an- 0 L I.r-

First $1,599 8 705 $2.182 § 891 93 213 31,561
S:::md 1503 891 2182 I,%6T 3213 3,205

Third 1599 1,561 2182 32905 — -
Fourth 1,599 3,295« -~ —" —_ e |
Total Cost

to 65 96,396 96,452 96.56 95,747 ‘6426 “856

Cash value
at 65 #5962 Zero $5.359 Zero M 381 Zoro

Excess of
Ordinary )
Life 956 + rm + 41,570

1t is figures like these whnch in the end
canse dissatisfaction among those who
have relied upoa term insurance. Take,
for example, age 35 at issue. Over the
thirty-year period the term would have
cost 83,747, the ordinary life §6,540.
For the difterence of $799 the ordinary
life policy would have a guaranteed cash
value of $5,359, as compared  with -zero
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for the term. Ferthermore, if the ‘policy-
holder desired tu continue his protection,
$10,000 of ordindry life at that age
would cost over 4800 a year, as compar-
ed with the tontinuing $218 for the
ordinary life taken at age 35. The rela-
<ive datafor the other two illustrative ages
speak for themselves--especially at age 25
where the ordinary life actually costs less

than the term and has 85,962 to show for
it.

When a renewable term policyholder
reaches his sixties and looks back over
the past he is likely to criticize strongly
the company which collected so much
money as compared with ordinary life and
refuses to pay him a cash value. Argu-
ments about compound interest on the
extra amounts he would have had to payv
for the ordinary life policy in the earlier
vears fall on deaf ears. The policyholder
is emotionally upset and rational argu-
ments fail to prevent an adverse reaction
to the company—frequently expressed in
strong language to his circle of friends.

A similar type of reaction is likelv to
be encountered among those who are
forced to drop their insurance as the pre-
miams mount with the successive renewal
dates. When they see what thev could
bave done with ordinary life, the pre-
miums of which would not have increased,
they, too, are likely to entertain unfavor-
able opinions of the companv whose re-
presentatives got them into such an un-
satisfactory position. They will regret
having succumbed to the lure of term in-

surance with its deceptively low initial
cost.

Enough has been said to indicate the
pitfalls and dangers of renewahle term jn-
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surance from the cost angle and to point
out that it is likely in the end to prove to
be a snare and a delusion to the policy~
holder. Becamse policyholder’s dissatis-
faction is likely to be encountered over
the years a great many companies are un-—
willing to issue this form of insurance.

Term Insurance Plus Separate
Investment

Frequentiv in the 1930’s y:m heard, and
even today you sometimes hear the siren
song, ‘‘buy renewable térm insurance and
invest the differnce independently.’’ Thus,
if a man were planning to put, say §1,000
a year into life”insurdhcer it would he
suggested that 8400 or $500 be used to
purchase renewable term insurance and
the Lalance be invested separately, as in
stocks, bonds, or an investment truxt,
Klaborate calculations would he prepared
showing how mtfé‘l\ hettéi'"nﬂ the policy-
holder would he' under such a program, as
sompared with putting the §1,000 1 vear
into an ordin.ry life policy. The com-
parison may he made to look very good
and many a policvholder, to his sorrows

has been misled by it

We have already discussed some of the
characteristics of renewable term insur-
ance  We shall, therefore, devote atten~
tion to the sums that would be diverted to
separiate invesument instead of to the
building up of cash vilue equities under
the ordinarv life pnlil‘_\‘.

Probably in perionds of favorable econos
mic conditions, or in the event of no
family financial stringency, the differences
would not be significant. 1f the market
value of the separate investment were
relativelv high it probably would not be
significant. .If the market value of the
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separate investment were relatively high
it probably would not be disturbed. If
death should occur then there would be a
gain if the separate investment were sold.
It is in time of emergency that marked
differences between the two programs be-
come so . apparent. There may bhe some
who believe that no emergency such as
occurred in the 1930’s will ever again be
experienced.‘l wonder. In any event,
wounld it not be much wiser to he in
position to weather storms than to have
to count indefinitely on clear skies ?

The probiem then has largely to do
with the security of principal and its
availabilily in times of financial adver-
sity, since under any program of lifetime
protection it is of the utmost importance
that these two problems he satisfactorily
solved, That ix why cash-value insur-
ance is of such value to its owners. It not
only providesinstant cash at death, asduoes
term insurance, but it also furnishes in-
valuable additional protection at times
when it is greatly needed.

One of the reasons why a well managed
life insurance company is so secure is that
its policyholders are protected by the
law of average as applied to investments.
A gentleman of middle age had an endow-
ment policy ahowt to mature. \ life in-
rurance representative found him studving
the list of bonds owned by his life insur-
ance company. To the question **In which
one of these bands shall 1 invest my
endowment monev?’’ (he insurance man
replied, ““Why not buy the whole list?
Take a single premium policy.'’ In essen-
ce that is what a man does wheu he en-
trusts  his money 1o  a life insur-
ance company. He invests in its entire
list of securities
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Have you ever had a prospect say to
vou, ‘1 do not need the help of your in-
vestment department lo inyest my money?’’
Whether he does or not ed not he argu-
ed, The point is, caf he obtain the
security aftorded by the w@aw of average?
Suppose he has a £10,000 cash value un-
der a policy issued by a life insur-
ance company which has a thousand difte-
rent investments. Ie would then have
the equivalent of a very small sum invest-
ed through each of these thousand con-
servative channels. Losses will overtake
<ome. Gains will accrue to others. To
a remarkable degree the law of mterage'
will stahilize the entire group. For this
reason, the life insurance company affurds
far greater security than can be achieved
by the individual who invests directly iq'
the usual investments—stocks, honds,

mortgages, oOr real estade.

The purposes to he served hy invest-
ment in life insurance are s0 ~impurtan§
that security should be a first considera-
tion. Life insurance relates to the well-
heing of & man and his family many veard
hence. If the investment is in channels
other than life insurance, he runs a° much
sreater chance that something will befall
his program and leave him disappointed
and disillusioned in the later vears of life
when it is too late to retrieve mistakes.
How trivial then, in retrospect, will
appear the difference of a per cent or so
in interest teturn as compared with the

pussession of an unimpaired principal.

Another extremely important feature of
the life insurance policy is the guaranteed
basis upon which the policy proceeds
mav be translated into a life income. This
a separate investment program does not
provide. The life income under such a
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program must bd purclased at rxie prevai-
ling at the time the income is neoded.
The 1ifo insarande policy gearaatess that
ke income profided by a given capital
sum skall not less than a specific
amount for each’age attained. If the open

“ market rate is more favorable, well and
good. If not, thke guaranteed rate in the
policy will perform a most acceptable
service. It is doing so today on policies
issued in the past. Who knows but that
it will continue to do so on policies issa~
ed in the vears to come.

_The most impo'rtant‘ consideration,
however, is whether principal will be
intact and available, 100 cents on the
dollar, when needed. Before the Great
Depression of the 1930’s we life insur-
ance men, ‘a'rguing from theory and from
limited experience, predicted that life
insarapce values would have those char=
acteristics. The prediction came true.
The successfnl weathering of the financial
cyclone of the 1930°s gives us a confi-
dence resulting from saperh performance.
The disaster that befell vast numbers of
separate investwent projects, and the de-
preciation. that occurred in the values of
stocks fmd bonds are too well kunown to
oeed. reconnting . here.  The lure of term
‘mm plus separate investment caused

maay tragic losses. Let us beware lest it
do so again.

r

Another valmable feature of kaving one’s
equities in life insurance as compared
with a separate fund is that the poNcy
monies payable to a named heneficiary
go directly to the bLeneficiary instead
of passing through the "estate of the
policyholder. . In most fnstances it is a
matter of days onty hefore the money
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from the Yo ituurinice company vewches
i+ destinstion and séarn to  perform the
service it wus detigned to perform. lm
the case of the separase Favestment fend
e money may be tiod wp umil the ostate
has been cloimd ovt. This mwy alke 2 year
or longer. Furtermore, the sett¥ing of
an estate involves court costs, 1xwyers”
foes, and other expenses not incurred iw
the settlement of the policy, )

Again in the case of the estate there is
always the possibilitv that someons may
institute a will contest and either delay
the settlement or divert the money from
its intendéd destination. Finany, 1ife
insurance payabhlie to a named heneficlary
is free from the claims of creditors—an
invaluable protection to the widow and
children.

Life Insurance in Depression Periods

Whrv is it that the life insurance com-
panies are able to guarantee the cash and
lnan values in their policies? The answer
is twofold.  First! the nature of the in-
vestments that support life insurance con-

tracts, and, second, the \\'on-maintaine‘%,
s

flow of premium income.

v

When investing a life insarance co”
pany’s fands the first considerntion
security of principal. Thix means that
there must be an adequate margin of safée-~
tv, wih speculative slements reduced 10
an absolute minimum. The investment i
likely to be a direct morigage upon valu~
able property with a wide spread betweet
the amount loaned and a conservative
valve of the property. While losses were,
of course, sustained during the depres=
sion, the conservative nature of life in~
curance investments resulted in their
heing affected 1o a relatively smahl extent
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by the storms which brought such devas-
tating losses to stocks and indequately
secured bonds. The investment policies of
the life insurance companies were magnifi-
cently sustained lhiv the test to which they
were subjected.

‘The second element that has accounted
for the imprpssive record of the life in-
surance companies was the regular flow of
preminum and interest income that was
maintained throughout the depression. If
the life insurance contract involved only
a savings function it ix doubtful if this
remarkallle flow of premium payments
would have been experienced. Itis rela-
tively easy under stress to give up a mere
savings program and to divert the money
to other uses. The combination of pro-
tection and savings features in the life
insurnnce contract on the other hand
canses the premiums to he paid faithfully-
As premiums are paid, the protection of
dependents is assured, and the savings
accumulation is farther increased to be

available in case of emergency.

This continued flow of income made it
possible for the companies to meet the
heavy cash demands made upon them
without having to liquidate any large
amotnts of securities under depression
conditions. Had the companies not had
this large income and been forced to sell
their bonds in the depressed markets, the
story would have heen verv different. No
matter how sound a iong-term bLond,
there were times when it was impossible
to sell except at a heavy loss. In fact
there were times when no bids would bhe

received at all where the amount oftered
wis substantial,
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Performance in Fmergency

Reference has already heen made to the
unusually large demand: for cash made
upon the companies at i}irious times dur-
ing the depression. Fr’{;m the point of
view of the individual, the contract right.
to obtain money from his policy in the
form either of a loan or a surrender value
was a godsend. The man who had his
monev in a separate investment fund was
in an entirely different position. When he
iried to sell, he frequeatly found that
there were no purchasers sxcept at rain-
ous prices. When he tried to borrow on
his assets, he mayv ot mayv not have heen
able to do so. When be could obtain the
loan, it was frequently for but a small
fraction of the original value of the col~
lateral and ihen on terms that were harsh.
Furthermore, the loan could be called,
and if the market value of the collateral
declined, the burrower either had to re-
duce the loan, put up more collateral, or
be sold out. Many a man who had pinned
his hopes upon a separate investment
fund found himself in a most uncomfor-
table position,

‘The man, however, who had a life in-
surance cash value was in a far better
siwmation.  His policy guaranteed lLoth
the amount he cculd borrow and the rate
of interest he would be called upon to
pay. After the loan bad been made it
comd not be called. As premiums and
juterest continued to be paid., the cash
villue increased from year to vear exactly
as glmr:mleed in 1he policy, No invest-
ment during the depression was as liquid
or as available in an emergency as was
the life iusurance cash value. Those who
had relied upon term insurance and sepa-
rate investment were in an unenviahle
position.
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lutmvou tiry Investmrent EBlement

Next to security and availability in the
event of need, a\most important conside-
ration is the ratg of interest returned on
an investment. /n the present instance we

* are interested in the rate of interest that
would have to be realised upon the in-
vestment part of a separate investment—
separate term insurance program—in order
to duplicate the performance of the life
insurance policy. To obtain this rate of
interest,we must separate the two elements,
protection and savings, and concentrate
upon the latter..

To obtain a representati've basis for
purposes of illustration, the 1049 net
cost schedules of ten representative mutual
yife insucance companies were averaged.
From the average net cost figures thus oh-
tained were dedacted the successive costs
of oune-vear term insurance that would
have to bhe purchased eich year to cover
the difference between the accumulation of
the savings fund element and the full fuce
of tbe policy. The costs are hased upon the
lowest one.year renewable term insurance
tates we were able to locate among all the

companies in the country.

To understand the problem we are seek-
ing o solve, consider the case of a man
aged 35. He proposes untit he reaches
age 05 to apply each year to a separate
investment—separate insurance program
—a sum of money exactly equal to that
called for under an ordinary life policy
issued at age 33, according to the average
of the net cost schedules of ten companies,

what net rate of compound interest, taking
all losses into account, would the sepa-

.

-rate investment fund have to yisld oves the

ontire thirty-year pariod to duplicats the
guarantesd cash valus of the ordinary life
policy at age 652

Twice before we have made similar cal-
culations. In 1927 the cal culation was bas-
ed on the average net costs, on their then
carrent scales, of a representative group of
six life insurance companies. The calcula-
tion was made again in 1936 for a group
of ten life insurance companies. 11 was
found in 1927 that for the period from
age 33 to age 65 it wouid be necessary foT
the separate investment fund to yield a
net compound interest return of 5.36 .per
cent in order to daplicate the eordimnary
1ife cash valne at age 65. In 1036 the
'ﬁgure was +.33 per cent.

In 1927, having in mind a possible de-
cline in future dividend ~eales because of
declining interest rutes, this statement
was made: ““If, however, current divi-
dend scales eventually do have to be re-
duced hecause of 4 lowered interest rate,
the rewarn uwpon securities in which a
separate investment fund could appropria-
telv be placed will also decline <o that
approximatcly the same reliution letween
the return of the two programs i< iihelv
to Le maintained

Thix is exactly what has bappend. In~
terest riates have declinad and npet cost
schedules bave heen increased. Thev have
been inrreased still further since 19306.
When the calculatinns were made for ten
companies using 1949 et cost schedules,
the pet compound interest returm which
the separate fund must yield 1o duplicate

4
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the ordinary life cash value at age 65 was
found to he 3.34 per cent.

Let us now compare these vields with
those on high-grade corporation bonds.
In 1927 the average return on such bonds
computed by the Standard and Poor's
Corporation was 4.65 per cent; that on
the life insurance policy was 71 points or
15 per cent greater. In 1949 the hond
yield was about 2.70 per cent, so that the
3.34 per cent on the life insurance policy
was 64 points or 23 per cent greater. The
life insurance yield therefore compared
even more favourably with that on high-
grade corporation honds than did the
1927 yvield in its day. (Both in 1927 and
1936 corresponding percentage returns
were also computed for ages 23, 45 and
53-—the compultations for age 55 being
.cavried through for tweniy vears. In no
case in either year were the returns at
these three ages less than the return al
age 33. ln 1949 there wa- a siight ditte-
rence in. that the ‘lowest figure for the
four ages occurs at age 45 and was 3.30

per cent.

These resui(s are most gratifving and
should be of help to life insurance repre-
seatatives when presenting thbeir product

to multitudes of people needing a balanc-

‘ed program of protection and savinge

Where can thev find any other means of
duplicating the life insurance contract
that approaches life insurance in combin=
ing security of principal, availablity in
emergency, and net return on the invest-
ment?

THE INDIAN POLICY -HOLDER .
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One question needs to, he answered.
““How is it that tha return based upon
the net cost schedules in effect at any
given time exceeds the rejirn that the life
insuranee companies arc(‘\ earning upon
their assets?’’ The answer is twofold.
First, by combining the term insurance
element with the savings element there is
an expense saving as compared with the

issuance of separate term insurance.

Secondly, renswable term insurance, as
we have already séen, is likely to be sub~
ject over the years to higher thin normal
mortality rates. As a consequence, in
computing renewable term insurance pre-
miums, margins must be included to pro-
vide for the excess mortality. Yealy
renewable term insurance is likely. there-
fore, to be relatively the most expensive
type of protection a man can buy. To
obtain bargain protection rates comhiné
the protection and sex\'jhgs ele‘ments in
one contract

Long-Term Considerations

One advantage already alluded to of
combining the two functions in one con-
tract should be developed further. I !n'
volves psvchology.  Under a separate
investment program providing for perio-
dic payments into an accumulating fund,
exiending over a long period of vears,
one of the easiest things to do is to yield
to the temptation to omit a payment now
and then.  Something requiring money
may turn up which temporarily seems
attractive—a new car, an expensive vaca-
tion, a television set, a fur coat. “*Why
not postpone the saving for a while and
use the money for what now appeals?
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€
is only as at 315t December that the de-
tailed and complete statements under the
several forms 1V-A are required. For the
subsequent three|quarters only the «chang-
es in the assets afe to be entered in the
two Forms 1V-BJone as regards purchases
.and the other as regards the sales.

All the assets also of the comtrolled
Fund namely the entire assets of life de-
partment are to ba kept in approved invest-
ments provided that 15 % may he invested
otherwise than in an approved investment
if such investments are consented to by
all directors present at a meeting and eli-
gible to vote special notice of which has
been given to all the directors and all

such investments including those in which -

any director is interested are reported to
tite: Controlter without delay etc. - Where
then is the place of other assets of an in-
surer which are not included within the
definition of approved investments such
as outstanding premiums, agents’ bhalanc-
es, branch balances, amount due from re-
insurers, sundry debtors, deposity, ad-

vances, prepaid expenses eic? ‘Thexe are
essential and unavoidable assets which ure

4 concommittant to anv life insurance

business.  Are then these assets ulso to he

subject of a special Directors’ meeting?
Or are they not expected to exist if thev
cannot be aptly referred to as ‘in\'estmem's
made’. If we refer to schedule to the Insu-
rance Rutes underForm 1V. A piart B wherein
forms are prescribed in respect of Section
27A(2) which refers to the said 15 % we
find that the investments relating tn‘the
157; areto be shares, debentures etc, which

contravene Section 27(A) or are in excess

of the limitx fixed under sections 274 ()
and 27A (4) etc. vide Part C and Pare b.
Clearly then assets like outstanding

. pre-
miums,

: balances ete, though
forming an integral~parl of the assets of
the controlled Fund
of

agents’

: are outside the scope
Investment requirements of Sectinn

THE INDIAN POLICY-HOLDER
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27(A) althongh similar assets which can-
not be considered as investments such as
Furnjiture, Motor cars, Stationery in-
stock, Income-tax reecovorable and stampy
in hand, interest etc. are treated as ap-
proved investments. 1t may be mentioned
that in the statement of the assets of the
controlled Fund forwarded by the Cont-
roller of Insurance in February 1930 un-
der the Insurance Ordinance, the items of
balances due from Chief, Special and
Licenced agents also appeareh. If, how-
ever, the 15 % is to include both the un-
approved investments and other assets
such as outstanding preminm etc. which
is likely because of the words ip Section
27(A) (2) “*invest or keep invested any
part of his controlled Fuand vtherwise
than in an approved investment’’, then
similar allowance of 15 % for the invest-
ments under Section 27(1) also is un-
understandable. ‘The controlled Fund is
far greater than the sum referred to in
Section 27(1) to the extent of the ather
liabilities besides policy-liabilities and
outstanding claims, plus policy-liabilities
and outstandiny (laims on business ontside
India, surplus that is included in the Life
Fund, besides outstanding premium and
policy-loans which are dedncted to arrive
at the sum under Section 27(1 ).

If the full margin of 15% in fhe case
of investments under Section 27(1) s
made up by other than approved invest-
ments then the entire excess |

wing the
difterence

between the controljed fund
and the sum under Section 27¢1) should

he invested in approved imvestments. If

20, 27(1) investments are likely to be on
the whale fally ‘approved’; but this is not
possible in the nature of things, For an
unknown reason, vutrtanding premiums
are not treated as ‘approved investment’
and among the assets of the controlled
fund, outstanding premium is an inevit-

ahle asset which §s not approved, although

o]

&
i
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it is an approved investment for purposes
of Section 27(1) by the method. of, arriv-
ing at the sum referred to in that section.
This apparent anomaly in applying Sec-
tion 27A(2) both alike to Section 27(1)
and 27(A) investments and basing 15 %
on the sum referred to in Section 27(1) in
both cases needs to be clarified. Section
27(10) permits 10 9% of the assets of the
controlled fund to le subjected to a
charge for purposes of investment. Rule
10D of the Insurance Rules preciudes all
the ‘‘securities’’ kept under Section 27(1)
from such charge. Perbhaps by securities
are meant ““approved securities’’ only and
other approved investments can be sub-
jected to a charge: This interpretation
alone, besides ‘being in conformity with
Section 27A(10) can explain Section 28
(2B) which requires a statement of in-
vestments subjected to a charge to accom-
pany the Section 28(1) statement relating
to Section 27(1) investments. But then
in the sections 27 and 28 the words
‘assets’ ‘investments’ and ‘securities’ are
interchangeable and to take *securities’ to
mean ‘:xppr()\'e(l cecurities’ is a narrow

interprel:ninn.

Resxides the ahove confusion it iz not
quite understood why at all the stitement
containing the certificaies from the Bank
and management as regards the assets of
the controlled fund inciuding assets sub-
ject to a charge should accompany Sec-
tion 28(1) statement relating to Section
27(1) investments. 1t may he because for
the first 3 Quarters of a vear complete
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statement of assels of the (.:ontrolled fund
are not sent but only the charges since
the previous statement. But then as stated
above the iinvestments o, the condrolled
fund need not necessarfl\y be the same as
those under Section 27(1) and the provi-
«ion hecomes more anomalous if not part
of Section 27(1) fnvestments could be
subject to a charge. Batif the entire in-
vestments under Section 27 are excluded,
only other investments can be subjected to

a charge etc. and. this does not seem (o

he the intention of theDepartwment.

STERLING GENERAL
INSURANCE CO., LTD.

Head Office: NEW DELHI.
Controlling Office

10, Linghi Chetty Street, G. T. Madras

Paid-up Capital .. Rs 12,50,005
Total Assets Exceed Rs. 47,00,000.

One of the Leading and Largest. Qapi-
talised Composite Indian Insurance
Companies.

| FIRST VALUATION SURPLUS

] Rs. 1085K.184,
i ON INDIAN BUSINESS.

Transacts:
MARINLE, ACCIDEXNT,
& ALIL, RISKS, Erc.

L1¥E, FIRE,
AVIATION

Branches in South India;

Bangalore, Cochin, Coimbatore, Colombo,
Kumbakonam, Madura, Mangalore,
Secunderabad and Vijayawada.

K. S. Ramamarthi, M. A.,

DEPUTY GENERAL MANAGER,

ORISR
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TD. 1910,

MISCELLANEQUS.

Applications for Agencies Invited.
Branches throughout India.
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310731, Linghi Chetty St., George Town.

[A Novel on Life Assurance)

IN

ENGLISH.

to Insurance Agents for propaganda purposes.

man

nce are portrayed in a most vivid

rm. A book to place in the hands of every

and woman
By

K. BALASUQRAMANYAM. M. A

ya P.athukappu‘.' a publication on Life Assurance
g with the philanthropic, economic, scientific

and legal aspects of the subject-

PUBLISHER

| R. RAGHUPATHY,

“THE INDI

NGAPANI KOIL EAST ST

" & S ¢

t & o

R 2 200 ot ¢ oveny egtn

Editor -
AN POLICY. HOILD KER"

REET, KUMBAKONAM.
O o idotl o dntoer o meiee o Bers L

{Postage Extra

Soeyts,
ve!

ORI

oo

News

The Madura Insurance Association.

The Madura Insurance Association was
started in 1948 by a band of enthusiastic
workers for the purpose of

(a) To promote closer co-operation
between Ins8rance men working in the
districts of Madura, Ramnad, Tinnevelly

and Trichinopoly (including Pudukottah).

(b) To advance the interests of Insur-
ance men working in the districts men-
tioned ahove.

(c) To arrange social and educational
activities for the benefit of the members.

(d) To Maintain a Library for the

benefit of memhers.

{e) To educate the public on lusnrance
matters.

(f) To do all and any other acts con-
ducive of the ahove objects.

Mr. E. Annamalai, Managing Director,
Mother India Insurance Co., Ltd., was its
first President. With the unstinted sup-
port and co-operation of the members of
the Executive Committee it has completed
Lwo years of useful service to the Officers
engaged in lnsurance activities in the
Districts of Madhurai, Ramnad, Trichy
and Tinpevellv. It has now hecome such
3 usefu] institution that no Insurance
Officer in Madhurai can claim any status
if he ix not associated with it

D"l’fng the first two vears, the Associa-
Hon has kept ftself in touch with the

important persons in the insurance busi-
ness in India. and has:secured certain
rights and privileges from Government
and outside. It has managed to have
Madurai recognised as a centre for Insur.
ance Fxaminations. It wants to destroy
all thoseé tendencies which injuriously
affect the Insurance business and profes-
sion. For this purpose a programme
committee has been set up for devising
ways and means of educating the Field-
workers and developing a code of conduct,
'This Committee will also explore the
training
suitable men for -insurance work. ‘There
is a proposal to start an lnsurance jourpal
in the regional language to carry to every
Tamil Home the message of insurance and
make every earning member in the Society
Insurance conscious, If anybody facing
any problem which defies solution, they
are welcome to share in the Association’s

possibility of recruiting and

experience for the common good of all.

It is a democratic organisation and the
work of the Association is carried onby an
Executive Comnittee elected by the Mem-
hers once in a vear. Any Officer engaged
in Insurance work, other than an Agent,
can enrol himself as a Member by paying
an gntrance fee of Rs. 5/~ and half-yearly
subscription of Rs. 12— 8—0. The Mem-
bers meet on the 2nd of every month and
discuss various problems which face every
dav and exhange views. To add glamour
to the gathering, some member has heen

volunteering to treat the members for
snme light refreshments or a dinner.

-— 2] -
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This affords every oune ghe opportunity to
enlarge his knowledge @ mea and things.
Thete is also a lbrary WX
attached to the Association, and those
who want to enlightened can freely
make nse of \.¥s faciiity. The Library
fund of the " Association amounts to
Rs. 800—~0—0 and steps are being taken
to enrich the Library with useful books.
Members and outsiders are welcome to
offer suggestions to further improve this
service of the Association. "

The following resolution was passed hy
the Executive Committee of the Madurai
Insurance Association, Madura, at a meet.
ing beld on 14.1.1951.

‘“The Committee having considered
representations from agents that the Pena-
1ty levied under C1.16-A of Insurance
Amendment Act Rales, for renewing lap-
sed Yicences is beavy, agreesthat the grie-
vance is reisonable and a reduction there
in is desirable in the interests of the busi.
ness. The Committee is also of the opi-
nion that the calling of explanations and
proofs may be waived as it is felt that they
cannot be helpful.””

Indravadan C. Mehta Esgr.,
B.a, (Hous.) rias.,
Branch Secretary,
Oriental Government Security Life 4
ranece Co., Lid.. Ahmedabod.

NN

A distinguished gathering cnnsistin‘: of
Citizens, Policyholders, Insurance Re-~
presentatives, Medical Examiners, Officers,
Agents and the members of the Staft was
entertained at a farewell function beld on
10th February 195y ay 4 p.m. at the
Branch Office of 1he Oriental Govern-
ment Security Life Assurance Co., Ltd.,

in the bhonour of Shri.

Indravadan
G.

Mehta, p.a, (Hons) vi.n, Branch

oice books.

(FrprUARY 1961

Secretary on his transfer as the Branch
Secretary at the New Delhi Branch of the
Cﬂmpany. At the fonction which was a
grand success messages of good wishes
received from mofussil agents were resd
over and high tributes were paid to Shri.
Mehta by several speakers including the
President Dr. H. M. Desai ¥.R.cC.s., him-
self a leading citizen of Abmedabad for
bis amiable nature, business acumen,
pleasing demeanour and for his success-
ful career as a Branch Secretary at
Abmedabad for the last 11 years. An
address was also presented to Shri. Mehta
who thanked all for their good feelings
and wished a bright future to his succes-
sor Mr. K. L. Desai, p.A., who vwas known
to them all. The weeting terminated
after vote of thanks to the Chair and the
guests who attended the function were
then entertained with tea and light
refreshments,

8outh India Insurance Association.

We are informed that  the
Apnual Conference of

Fourth
the Association
will be held on Saturday, the 3rd March,
1951 at the ““United India Life Buildings”’
Esplanade, Madras 41 3 P,

Shri S, K- Vaivapari, Mm.a., {Oxon.),
Bar-at-Law, r.r.a.,  will open the Con-
ference.

Sterling QGeneral Insurance Co.,
Madras Office

Messts AL P Sarathy of the Genaral
Department and T.N.A. Lingam of the Life
Department of the Sterling General lusu-
rance Ca., Lud., Madras Office, have heen
promoted as Superintendents of Branches
from 1<t January 1931 in recognition of
their ahle services to the company. Mr.
Sarathy aand Mr. Lingam are connected
with the Institution for over 5 years.

Y
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Mr. M. 8. Sastry.

Mr. M. S. Sastry, formeriy connected
with ‘All India General’ as their Secre-
tary for Andhra Office at Rajahmundry
bas joined ‘‘EMriRE OF INDIA"' as Ag.
Branch Secretary for Kakinada Branch on
12th January 1951,

All India Insarance Policy-holders’ and
Workers' Leagne, Mysore

Receuntly a few prominent gentlemen
have organised the All India policy-
holders’ and workers’ League in the
Mysore State with the following main
objects.

1. To secure the amalgamation of all the
Indian Insurance Companies and to
bring the amalgamated body under
the control of the Council of policy-
holders.

2, To get the premium rates reduced
substantially, the benefits to apply to
existing as well as futore policies.

3. To secure equitable policy contracts.

4. ‘Torender complete service to palicy-
holders and

5. To give expert advice on all Insurance
matters to its membhers, or to the
insuring public..

We congratulate the gentlemen for their
efforts to serve the vast hody of policy-
halders in this country whose stake in the
insurance companies is enormous, and
who by themselves cannot easily have
their voice heard by men in power in the
absence of any such organised body, We
wish the League svery success.
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OalcuttgPock on Fire
On Febi'&ty %¢h the Calcutta Dock
caught fire aﬁﬁaged for over 20 hours.
The fire was first noticed at 1-30 p. m.
and by 4-30 p.m. it was isolated. It was
brought under control at 3-30 p. m. The
cause of fire is not yet known. The totale
loss in terms of mopey property, and
goods as a result of the ﬁre‘(s‘“‘ostimated at
over Rs. 1¥crores. The original value
h&we shed at Garden Reach jetvy and the
cranes, lifts, and equipment destroyed
was Rs. 36 lakhs but the replacement value
would be double the amount. The value
of goods destroyed is estimated at
Rs. 60 lakhs. No loss of life has been
reported and no one has been injured.

An Inquiry Committee consisting of the
Traffic Manager, the Chief Engineer, and
the Chief Mechanical Engineer of the
Calcutta Port Commissioners had bheen
appointed, to which had been coopted the
Deputy Commissioner of Port Police.
The report of the committee is awaited.

Insurance Company SBecretary prosecnted
for alleged Criminal Breach of Trust

1t is reported that Mr. Bhagwan Swarup
Bisanlal, Secretary of the Empire of ludia
Life Assurance Companv was produced
hefore a  Precidency Magistrate on
Februarv 20 on a charge of criminal
breach of trust. He was ordered to be
released on bail of Rs. 50,000

‘The Polive stated that Bhagwan Swarup
Bisanlal had disposed of securities held
by the firm to advance loans to the extent
of Rs. 71,00,000 to ‘‘unsecured, and
fictitious parties.”’

The disposal of securities, the police
alleged, was helieved to have heen done to
cover up the ‘‘misappropriation’’ of the
funds of the Jupiter General lnsurance
Co., Ltd., reported in our last issue.
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“Insurance Companies Should Make Insurance an Attractive
And Profitable Proposition to the Policyholder”

E Life Insurance Policyholders in this Country should be grateful ,
to the Chief Minister of the Madras State, Mr. P. S. Kumara- N
swamy Raja, and the Assistant Controller of Insurance, Mr. 8.K. Viyapuri,
M.A., LA, for their sound advice to the Insurance Companies traasacting
business in India at the recent Insurance Conferences held at Madras.
Indian Insurance Companies have made good progress in. recent years,
MERCANTILE BU ILDINGS but they are lacking in many respects. Mr. Kumaraswamy Raja  inaugn-
9,LALLBAZAR. CALCUTTA rating the Fifth Insurance Conference under the auspices of the Indian
< . Life Assnrance QOffices’ Association, observed in the course of his address,
. that Insurance Concerns have a duty and responsibility cast on them o
%Z‘:;r::a;o gﬁf,;',cha_.sf;o:t";':: uﬁ%’%"&“‘dﬂas?‘s' _ discharge the sacred trust vested in them by the policyholders and deposi-
‘ —— . ~00ds Shed' St, MATHURAL. tors and that those in charge of the administration of insurance compa-
nies should realise that they are but trustees who have to be guided in
their day-to-day transactions by the considerations of safeguarding the
interests of the beneficiaries whose asseta they are bandling. The reasons

Head Office: BOMBAY. that should have prompted the Chief Minister to impart an advice of the

v . : " kind directiv to the Insurance Compsnies’ executives are obvious. As at
Paid- ital - e \ .

. id Up; Camtal ) Rs 31:20.0.00,’— : present, the Life Insurance Policybolders of indian Insurers are not

Total funds exceed Rs. 66,040,000 -- . getting the full vaiue for their monies. The rates of premiumn charged are

verv high as compared to the returns promised. Their monies are not

¢ taken proper care of by wany Companies. In their craze for increased
LIFE - FIRE - MAR]NE MUTOR Etc. new business every vear, many companies spend lavishly at the cost of the
‘ existing policyholders’ interests. Mr-Kumaraswamy Raja has very wisely
For particufars:— suggested that Lnsurance Companies should make insurance an attractive

TRANSACTS :

18, Trichy Road, . P.V. K Shanmugam, B. A and profitable proposition to the policyholder. That could be done, he
COIMBATORE. ' Monager. Madras Br " continued, by running the business on sound lines with the utmost pru-

o 8 Branch. igs dence and eeonomy and by avoiding all unnecessary items of expenditure

Madras office: 29, Linghi Chetty St., Madras. and top-heavy administration. In short, “Business integrity”, he stress-

: ed, should be the guiding factor. But, to most of the Indian Insurers,

aLerrey. BanaaLome ‘:'m,,,,.‘ Offices ot - ‘ au this has no m.eaning~ If i.s'o‘nly that kind‘of indifference and gross
iy A;g'l"llz::’k”vf":r‘éon" RAJAHMUNDRY negligence of their responsibilities t30 the policyholders that drove the
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Government of India in collaboration: with a handful of efficiently ocone
duoted Insurers to amend the Insarapce Act and intr,qdnm " Rew. Foguls
stions. Butitis now clear, as Mr. Parthasaratby, Managing Director
of The Prithvi Insurance Company, Ltd., pointed ont in his speech, that
there is & tendency on the part of maoy insarers to get round them. In
his opinion, if the majority of insurance institutions in the country .nre
no¥ going to vbeerve the new legislation in their transactions and - affhiry,
then no Govenment conld enforce such a legislation effectively. Unfor-
tanately, in our Country, andesirable tendencies persist to grow in spite
of atrenuous efforts to prevent them. For ‘instance, recently 8 grest
deal of unrest has been created amongst the insuring pubkic in general on
account of the proceedings that bave been instituted against some of the
well-known top-ranking insurance cowpanies. Mr. T. 8. Bwaminatban,
M-A., PLA., in bis welcome address delivered at the Fourth: Awausl: Dok
ference of the South India Insurance Associstion: held st Madvas, l“'
drawn special attention to this fact and observed “It seems now ~£sf.|.'ly
clear that the normal messures of control exercised by the authorities
bave not been successful in preventing either the frequent changes in the
.mmagenie't_:t of insurance companies or the mismanagement ot the funds
of insurance companies although 6lab9rste sections were introduced in the
Act and additional powers vested in the authorities just for these pur-
‘poses.” The thonsands of Policyholders who have s considerable stake in
these Insurance Companies and who gre scattered all ov
will be really disturbed a great deal to know from such
‘men a8 Insnrance Company Managers and Managing
selves that Insurance Companies in India are not effi
Mr. Swaminathan is emphatic when he observes “
whatever andesirable tendencies were sought to
tinue in some form or other and unless all the i
immediate steps in the watter and get things r
perhaps would be in a far, far worse position ¢
(italics ours) If the policyholders in thig country
to the opinion of Mr. Bwaminathan, contained i
would be only a had day for Insurance Business.
thousands of policyholders in this conntry shonld
the administration of the Insurance companies an
hope that everything will be doge by the Govern,
the Assistant Controller of Insurance, Governm
rated the Fourth Annual Conference of the 8
ciation, has done a great service to the policyh
seriously to open their eye in the following

er the- Coantry,
tesponsible gentle~
Directors them-
ciently managed.
that it is apparent thag
be prevented, still con-
nterests concerned take
ight, insurance business
han it waa ever before.”
should give any credence
u these words (italics) it
1t 18 & pity that 50 many
bave no effective voice in
d remain passive in the
uent. Mr. 8.K. Viyapuri,
ent of India, who inaugu-
outh India Insurance Amo-
olders when he sttempted
words. “You will perbaps

:th- mie when 1 say that the whole industry is built up ot fh"
sgree with e ¥ Now, have these policyholders got any effective
B oiog of the business? At present, it is nob the cas.
v'dice N ﬂ”. mnnt"::e industry—the [psurance Manager, Chief Agents,
Qiﬁereng sections :smff all fight for their rights. but the policyholder does
Sp’ci.d Alenh'.m_ shis ’ When the recent Amending Bill was considered,
not fight for hn s .oﬂml’ to pat forward the case of these different sec-
there was someb’y ot o oue to speak for the poficyholder, who, 1 feel,
Hoas, bat thers v:i”ﬁr:t. I snggest, therefore, that atterpts should be
deserves to be hear - Policyh:l ders' Association. Ibsurance Mangg.en
i hw lcflo;:ts:,:such Agsociations. Regiozaal AssociationaH consistu:gf
etc , shou . ies can be formed. owever,
e oy s
;bilsﬁ"s ?o;:;?stiz;tf its own and thus give them a chance to play their

olaers

Mr. Vigapuri’s advice to the policyholders and suggestions to the
oS . s
he@"“dly Company Managers. Similar suggestions and advice, made
Ingurance

s, have fallen on
e it vser e bt Bh ot
deal ears. B’u “A . ::ion is stressed in no unmistakable terms by &
?D‘icyh"‘d“: h ssocition of Mr. 8.K. Viyaspuri, who is not vuly an autho-
ggnﬂem.ﬁ oot e po:,m also one of the important and responsible oﬂ.ie'etf
;ity o ‘mSU“‘n"e't of India, and in whom the heavy burden of policing
of the (Tove":ln:: interests is pattly placed, the Policy boldgrs.. e
the p‘)hc-ylh ° :ae the gravity of the situation, lose no tire in organisiog
:::::;é:;: ;:z succeed in safeguarding their intereste.
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Underaverage Risks and Their Assessment

By Sri H. K. SEN, M.5¢., A.C.1.1., F.F.A., Calculla.

Insurance Act & Rules

With all amendments - up-to-date

cal purposes it will be sufficient if I say

HE subject which I propose to deal
that substandard or underaverage risks are

with does not represeni a problem
capable of immediate solution, butit is
nevertheless of vital importance from the

those which are not generatly acceptable o
by the life offices at the ordinary tabular

AN

Combined Volume

P

Insurance Act

Price per copy Rs. 2. (Postage extra)

CATIERS

Insurance Rules

¢ point of life assurance planning of this

Price per copy Rs. 2—8--0. (Postage Exira)

country. It ig desirable no doubt that life
offices should try tu extend its scope be-
yond those acceptable at cordinary rates.
Any industry or service which has to be
organised on a large scale should prefer-
ably be put to standardisation for defer-
mination of the price of its products or
rates and the elements that go to constitute
the structure of price or rate should be
sabject to specificatinns carefully worked
Life assurance as an industry or
Specifications in

ont.
service is no exveption.
the matter of rate making with regard to
normal risks though not perfect have more
or less been standardised. With regard

to substandard risk, however, the subject

rates of premiums or an terms as propased.
The reasun is obvious. These risks are
subject to mortality higher than that like-
ly to be experienced amongst those risks
accepted at ordinary rates of premiums.
It should not be forgatten that in practice
the line of demarcation is not well-mark-
ed since those risks that are generally
acceptable at ordinary rates are themselves
by no means homogeneous. Naturally
therefore standard risks are taken to be
those in such conditions that their morta-
lity rates are considered as following a
standard mortality table used in the cal-
cutation of the tabular office premiums
while the substandard risks are those that
are amenable to higher mortality than

’ Prlce per Copv Rs. 1 - (postage extra) c il'l our c()untry h.’is not _Ve\ come out (\f lhe lhose deemed as St«’mdard risks'
irics ing still within the pale

' empirical field beiny st ‘t “ . 4 From what has been said above it is
. of guess work based onimpressions. 1 . .
& quite obvious that there {s g scope for

{ have, therefore, more or less confined my- s e . ;
variation between the practices of different

life offices as to their treatment of choice

e,

self within the province of stock-taking

Apply for Copies -

=: aes ., t a- -n y i “r
4 of the position now ¢ )% o k. "o of normal or standard risks.  This varja-
\ é country in this behalf formine as it were . . .
OFFICE OF ,. ) 8 tion in their treatment depends apon the
;lf a preliminary ground for future researches
s ' classes amongst whom the particular life
’ 1] with the object of carefuily working out )
The lﬂdian POli h l : - office works, the mortality table which is
cy" 0 er " the specifications Yor vate making of sub- . . .
ﬁ; ’ Standard risks in Indian Life A Ance employed in premium calculations and
N 3 . 4 andird risks in Indian Life Assurance. . C -
40’ Saranqapdm KOII E&St Street ‘§ ¢ also subjectively on the apinion of the
/ KUMB , i Ihave already nsed the word substandard Management as Lo the scope of the class or
AKONAM «‘. without any attempt a1 anyv definition of classes o he assumed as acceptable at
f the term. 1t is difficult to exactiy define ©Ordinary rates.
}» i 3 . 3 »
si ', 1t havmg regard to the denotation and the But this being so, even allowing for
b “onnotation of the term. For all practi-  the scope of variations as between the
Mmmmmg s g -7 —



@’ue&os of different 1life offices it is,
Mm, obser ved that the force of com-
mn in e iﬁ’ﬁﬂet tends more or loss
: i Hgation in the tabatar rates of

. of the different offices. Like-
%“ the practice as regards treai~
mehit of #xtra risks in underaverage cases
opcrate wader competition within very
RATTOW range, although there exists slight

varfations in this regard amongst offices
of the same type.

In India the assessment of underaverage
risks may be said to be in its infancy.
There bas not yet devel oped any objective
standard of measurement of sach risks. A
Statistical stwdy of the cases under each
type of impairment single as well as mul-
tiple, with specifications s required to bhe
jointly pursued by medical men and actua-~
vies: The medica! referees in many cases
consider ‘their duties to be confined in
spotting only those cases which are ac-
ceptable at ordinary rates. If the pnrpose
of life: assurance is to be justified and
fulfilled its bepefits should be extended to
cases where it is most needed, namely,
those -unacceptable at ordinary rates of
pccmims. In extending its scope heyond
+4be standard risks the office should have § in
hand materials enabling them to forecast

vith reasonable accuracy the mortality
" amongst the sobstandard lives, \\'he;l
they will bave these materinls thev can

ascertain by _perindical investigations

as
to how

far the extra premiums ch; wred
conform in the sxira mortality in these
cases. The position which pow obtains
im India in this regard as already indicated
bas not gone bevond the empirical field
remaining more or Jess a matier of sul,~
jecth'o judgment of the underw riter.

It will not Le out of place, 1 helieve,

-
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if 1 can cover the general grounds of
assessmonrt of life risks in this connection
30 As 10 make my point clear to show bow
delicate iz this tine of demarcation bet-
ween the standard and substandard risks
so much 50 that in cortain cases it aimosi
imperceptibly vanishes with the resul: that
what is considered by one office an stand-
ard is likely to be considered by another
as substandard.

In the measurement of risks for life
assurance the following points sbounld de-
serve consideration and be kept in view:—

(a) The physical condition of the pro-
posed life.  Oua an analysis of the medical
examination report of the life proposed
an estimate can he made as to the acton
physical condition of the proponent hav-
ing regard to coastitation, beredity,

history inciuding former iness, age and
sex.

ptst

Constitution of the
portant facter s

applicant is an im-

can he sized up from

vuter eonfiguration or baild baving regard

Itis a good
index to his general health conditions and
gives an indication
certiin iliness,

ta his bodily measurements.

of his proneness to
For example, by studving

the constitution maers relating to under-
nourishment h

aving tendency 1o 1wbhercular
affectations

or overweight and abesity
showing a bias to heart
discerned.

diseises ¢an he

Hereduv pliavs quite an truportant part

in tife assurance under-wris ing.  Staristi-
eal investigations have proved that predis-

position to vertain tvpes of diseases 0Y

power of resistance 1a some is inherited
from parents or ancestsy, 1t jealso gene-
rally found thit persons from short-lived
families are greater risksy thin those from

long=lived ones.  The study of beredity is

[Mancn 1951
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of course, far from [complete. With the
larger collection of statistics the older
ideas regarding the heredity and its influ-
ence upon susceptibility to different disea~
ses are no doubt undergoing changes.

The past history of the propouent inclu-
ding his previous illness, if any, is a very
significant factor in the assessment of risk.
Sometimes it may confirm the surmises
formed from an analysis of the medical
examination-feport or it may give indica-
tion as to some diseases likely to he deve-
loped in future. There are many apparen-
1ly harmless diseases which may have
oc'curred in early life but which leave
stamps to flare up in later life in the

forms of different diseases.

The functions of the several organic
systems, their exact conditions and the
degree of impairment, if any, bave bear-
ing in the selection of lives for life assu-
rance. So too age and sex play important
paris in the evaluation of risks.

Besides, there are other points also
wortb considering in this connection.
They are (4) moral hazard, (¢ bhabit and
environment, {(d) occupation and resi-

dence of the proponent.

(b) Moral hazard beariug the character
of the person or that of hix familv  as 1o
whether there is any pussibility of specu-
1ative nse of insurance resulting ina dis-
parity between the amount of inswrance
and his capacity to purchase it, is a point
to e kept in view. Similarly {c) the
proponent’s habits, mode of living, bis
environmeut efe, if unfavouraille may in-
crease the risk and cannot he ignored.

(d) Occupation by itself gives a measure
Whether any extra risk is involved init.
The extra risk involved in occupation

THE INDIAN POLICY-HOLDER o

may be divided broadly into two clalses

t

viz., those which are subject to chances
of accident and those which are subject -

to susceptibility to certaia diseases. The

former class includes rallwav workere,-‘

electricians, etc.
class includes stone-masons, stone grind-
ers, polters, earthenware manufacturers,
etc. There are again some classes of

builders,

The latter

occupation in which bhoth the factors, -

namely, the chance of accident and pro-
neness to diseases aperate as in the case of
miners who are subject to accident from

explosion, flooding. fire and roof fall as

also they are susceptible to diseases such

as miner’s nystagmus involving oscilla~

tion of eye-balls, tremor and vertigo. So
far as 1 am aware steps bave already heen
taken to standardise the ratings

for extra risks due to occupation

and 1 hope that an investigation will be

made in due course to measure the extent
of approximation to the actual experience.

The main problem before us in connec-
tion with underaverage risks 1is the pro-
blem of assessment. The question can

broadly be considered from three main .

aspects. First, there is the gquestion of
incidence of extra risk and the adequecy

of the premium for the same. The extra

premium to be charged should not only be

adequate hut should also he equitable.
Any method of charging extra should, in
the first place, take into account the inci-
denee of the extra risk so that the. amount

of the extra preminm charged should not-

only cover the extra risk over the whole
duration of the contract in indfvidual
cases but should also be such that upto any
point of time of the policy contract the
total extra premium received shonld Le
higher than or at least equal to the total
risk covered. The point is that there

D..
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strauld not be loss from any withdrawal
from assurance, »

Secondly, the reserve value attached to
a policy plays an important part as it
indicates and determines the amount at
risk, which is the difference between the
Sum assured and the reserve held, Thirdly
the profit element in the exira premium
should not be lost sight of. It {3 peces-
sary, tokeep in view the profit-bearing
Capacity of this class of business. The
policies issued on substandard basis should
produce a profit reasonably consistent

with that likely to be realised on the
remainder of the husiness,

From the point of view of incidence i€,
how the extra wartality is likely to be
distributed, the extra risks may be divid-
ed into three broad groups. wiz. Risks (a)
which are constant, (b) which are in-

creasing, (c) which are decreasing.

Constant risks are those that are assam-~
ed to remain more or less uniform or even
througbout the entire duration of the risk
carrying period. Most of the occupi-
tional risks and certain impairments such
as deafness belong to this type. lIncreas-
ing risks are those which increase with
the advancement of age of the life assured

for example, cases with atbuminprin or

orgamic heart murmur.  Decreasi ng tisks

are those which are heavy at the com-

mencement but decreases with the advance.
ment of age and duration of the policies.
These include most of 1he post-operitive
cases, cases of underweight, sty

In addition to the above three types
there are of course of other v:ni:uim;s to
be found in the distribution of the extra
tisk. Thers are certain Ly pes

of impair-
ment where the extra haz

ard increases for

sometime and then commences to diminish.
For practical perposes however sach

refinements in the incidents may be -

ignored.

Now the question comes as to how the
rates for substandard risks are to be fixed.
There are varicus methads of dolng so.
Since. these cases are subject o higher
mertality the fixing of rates may bLe done
either by charging a premium higher
thane the normal pramium or Ly allowing
a lower cover for the same amount of pre-
mium. There ave sevaral ways in which
this can be achieved. The following are
some of the normal methods.

(1) By an increase over the takalar pre-
mium. This increase may be eflected
either {a) by an addition of a certain
aumber of years to tbe age and charging
premiums for the higher age or {(b) by
using a special mortality table lLased
the experience of mortulity of
deraverage lives;

(3139
simifar un-~
- or {e) by calculating
premiums with hypothetical taf,
mortality curves

‘es using
with increasing constant
or decreasing additions to mortality or
(d) by a flar addition 1o tabalar premiums.,

(2) By
benefir:

way of deduction from deaih
This is eflected by making the sum
assured subject to a constant or decreasing
debit in case of death during the period
the extra risk is considered to be opera-
tive. In this cave tabular premiums ase
charged but the policy as said i issued

subject to i Yien canstant or decreasing.

(3) By making « special condition as
to bonus  additions for  with profit
policies,

{(#) By an alteration in the plan, for
example allowing Endowment or Double
Endowment policies for shorter terms.

Marcu 1951}

(3) By a snitahie combination of ene
or more of the above.

The methods (3) and {4) are seldom
used in practice hut they may be suitable
only where the extra risk is very likely t©
occur late in life or whera there is any here-
ditary tendency to early death. Under
(1) the methods under (a) aad {d}, which
is a varfation of {8}, are often wvsed in
our country«® (b) and (¢} ave varely used
although scientifically with proper statis~
tics regarding extra mortality these
methods deserve greater consideration.

The method described under (2) above,
namely, tde decreasing lien method of
assessment of extra risk bas been rather
severely criticised mainly on the ground
that this method deprives the iife assured
of the needed cover. Against this it may
be said that the initial cover may suitably
be increased so as to meet the requirement
of the proponent. 1f ibe exira risk be
decseasing ¢ his method of assessment
seems to be the only practical method for
adoption. In the case of decreasing risk
if a level extira premium is charged, the
exira premium in the early years of a
policy is much less than what is required
to cover the risk. Further with vears
when the exira risk practically disappears
the policy may be dropped and a new
policy at ordinary rates may e taken
instexd. The office thereby does nat get
any opporiunity to be reimbursed for the
loss incurred in the early vears of the
policy. So in the case of a decreasing
risk either a beavy initial extra premium
decreasing gradually should be charged
or as 1 have said the dacreasing debt plan
appears to be the only reasonable method
of assessment suitalie for adoption in
Practice. From the point of view of
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L
equity the method cannoy be said to be
unfafr if the party agrees and accepts this
affer. The only difficalty appears to be
that for a given extra risk the initial debt
may be fairly heavy and if the initial
deatb benefit is below Rs. 1,000 it may
conflict with the insurance Act 1938. In
such cases the anly feasible method would
perhaps be to charge extra premium for a
period shorter than 1he term of the origi-
na} contract,

As vegards the method of approach to
the problem of objective measurement of
the extra risk, it may be said that on a
general survey three methods are found to
be obtaining in this field. The first is the
empirical method based on enlighiened
guess work drawn from the subjective
impressions of the individual offices or
their traditions.  This i{s a method now
geperally prevailing in India. s
obvious that since this metbod has no
scientific background it is incounsistent
and open to criticism, As it fails to give
any statistical measurement of theextra '
risk it leads to difterent assessment by
difterent offices of the same impairment
and thus creates confusion amongst the
field staff and the {asurance public. It is,
therefore, as a method far from satisfac-
tory and {s not amenable standardisation.
The only force which tends (o submit {t
to yniform treatment is the force of com-
petition, as 1 have said Lefore, but for
the purpose of standardisation for ani-
versal application this force is neither
reliable nor dependable.

The secand method largely used in the
continent of Kurope consists in reassaring
a1l cases of extra risk with a central pooi.
Based on larger statistics, handled and
made use of by a central organisation the
result obtained and disseminated furnish

!
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dgp;ndable data for forecast with closer
approximations*to the actual experience in
cass of new proposals. The method has
decidedly the advantage of consistency
and can keep abreast of time with grow-
ing experience and hence it is undoubted-
)y more scientific than the first. In lodia
"where the treatment of extra risk is still
inits infancy the method is admirably
suited for Indian conditions.

The third method, which is of American
origin, is perhaps the most popular com-
mouly known as the numerical system of
rating. The system is based upon the
Medico Actuarial investigations conducted
in that country. These investigations
prepared a series of mortality ratios for
different impairments. The procedure
consists in taking a group of lives show-
ing the same impairment. At each age the
expected deaths according to a normal
mortality table are ascertained and com-
pared with the actwal deaths. These
would give the ratio of the actual o
excepled deaths at each age and by com-
bining the results for the different ages,
an average ratio of actual tu expected
deaths for all ages is worked out. If the
average ratio for the whole group be say
150 % it would imply that for the patti-
cular impairment the extra mor tulity wounld
be 50 % '

The method of underwriting in this
system is a matter of simple accounting
debiting with the bad features or impair-
ments and crediting with the good feiture
disclosed on an examination of the pro-
posal papers submitted for life assurance,
The proponent is considered substandard
if the net resuits show a mortality ratio of
over 125. A comprehensive list of un-
favorable features bave been drawn up
agai nst which are given the uwpper and the

-

lower limits of the debit points. It is, of
course, left to the underwriter to allot &,
debit depending wupon the degree of
severity of the unfavorable featare.

The next point in this system is to
convert the extra mortality into corres~
pouding extra premium. It i{s, of course
known that the amount of difference bet-
ween the annual premium resulting from a
table showing double the p_g‘orla]it)' and
the annual premium deduced from a stand-
ard table would give the extra net premium
for an impairment sbowing a mortaliry
ratio of 200 or an excess mortality of
1007, Similarly the extra net premium
for unimpairment showing 150% can lLe
obtained. Ratings for percentages inter-
mediate between the above can be oubtained
by interpolation, a procedure though not
exact may nevertheless be wsed for 1)
practical purposes. It would, however,
be desirahle to use not the pet loading but
the office extra for charging premivms.
To obviate thix difficulty of reducing the
extra mortality 1o extra «flice premium for
pgeneril use it ix often 1he practice to con=
vert the extra mortality inu equitvident
addivion to the age in the normal or
standard table corresponding o the in-
creased premium. For the perposes of
routine work the additions to age for all
ages, plans and terms correspending o
the various mortality ratios are tibulated
and used for assesement.

The principle underlving ihi» method
of assessment, which ar once appeals 10
reason, is the scientifi approach o 1be
problem. Being bLased on statistiea) datd
itis free from bias or personal judgment
or opinion of the underwriter, and so it
The main

advantage of this method is that Ly its use

is not liable to e inconsistent.
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underwriting becomes simplified, syste-
matised and with the extension of its
application it becomes more or less stand-
ardised. Simple in practice sthe work of
assessment under this metbod can be
entrusted to less technical men. If
prompt and efficient service to the policy=-
holders even covering those who are below
the standard be the core of underwriting
life risks this is a method which at once
commends igself for adoption. Further
this svsmn; will faithfully record the
nature' and degree of individual impair-
ments and will render any subsequent
mortality investigation of substandard
lives a simpler affair.

The me:hod is not, of course, without
limitation or drawback. One of the main
objections to this method is that it takes
no account of the incidence of the extra
mortality at different ages. It tacitly
assumes that all or any uafavourable
features can be rednced or represented by
a flat percentage of normal mor tality.
The important class of extra risk which
doss not usually admit of adequate treat-
ment by this system constitutes thase
which disclose decreasing extra risk.
These decreasing extra risks may be effec-
tively treated by charging alarger extra
premium for a shorter period. An alter-
native expedieut would be to convert the
extra mortality into a decreasing lien by

100¢ , -
the use of the formula [se (where 100¢
is the extira percentage mortallity). Thus
if the murmlit)‘ ratio is 250 or it shows
150 9% excess mortality the initial debt

15
attached 10 the policy would be 55 X 100

or 60 % decreasing over the whole period
This formula assumes that the percentage
®Xira mortality remains the same through-

O8t the duration of the assurance.

THE INDIAN POLICY -HOLDER 13

Though the formula is not ma;hem’ati—
cally exact nor the assumption régaxding
extra mortality strictly correct, the actual
deviation from the theory is not suffi~-
ciently large and it can therefore be used
as a good working formula.

There is again another danger in apply-*
ing the system Dblindly without modifi-
cation. 1 refer 1o thuse cases where
there are indications of combinations of
impairments. In many of these cases the
sum total of the extra mortality for
individual impairments may not often.
sufficiently measure the actual degree of
the extra risk involved by such combina-
tions. The Association of two or more
impairments may increase the risk enor-,
mously, the resulting mortality being
much bigber than that indicated by the
total 1t shouid, however, be noted that
the advancement in statistical research -
has already heen achieved 1o find outl the
exact ratings for such multiple impair-
meuts.

‘There is no doubt that the system just
mentioned is a definitely improved method
as compared with the random impression
or empirical method as followed by our
life offices.  This method is gaining
recognition in other countries and is
gradually replacing their corresponding -
systems. 1 believe that it will ultimately
fead to its geuneral acceptance in our
couatry as well in near future.
speaking, [ feel that the

Fraokly
preseni-day
assessment in our country is rather ina state
of confusion, if 1 am permitted to say so,
withont having any scientific background
or basis for uniform treatment. It relies
more than anything else on the respective
impressions aud experience of the chief

medical officers of the different companies.

N
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It is high time now, therefore, that our
~ Assoclation should take up in right ear-
nest this responsible task of consolidation
in this field and find out ways and means
for collection of such statistics as would
help owr {nsarers in extending the bene-
it of 1ife assurance to substandard
groueps in a more equitable man-
ner. This method promises to be of great
assistance in decentralising the work of
assessmonl which, although 1t does not
present any immediate problem, is yet an
fmportant question to be looked ahead in
the field of Indian Life Insurance. It
will, of course, take a protty long time
before statistics of any reasopably work-
able dimensions. on different {mpairments
Can be collected and made use of for
application. Meanwhile 1 should like to
saggest that our inswrers would do well
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to use the American experience in A’

regard with suitable modifications in tbe"!
same way as they have heen using the
British Offices” Experience for normal of":

standard risks. The American way of
handling economic affalrs is taking the
leading part in the present-day worid and
it would nont, perhaps, be unwiss to
tentatively adopt their Numerical method
of assessment in the sphere of suhstand-
ard risks. So faras | am aware finality
has already bLeen reached for systematis~
ing the ratings (or occupational extras
and I wish and hope that sim{lar steps of
concerted action should be taken before
long in the feld of underaverage risks
other than occupational.

Poper. read at tre Sth Indian lasurance Conference
held on 23rd March §1 at Madras,

tection against emergen-

K. P, SUMBULINGAM, Branch Secretary,

329, Thamby Chaity Street, G. T. MADRAS.
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A Case for State Monopoly in Life Insurance

By S. RENGARAJAN, i, r.1.A.

IFE Insurance is essentially a ‘*Social
Service’’, the main object of which
is an even distribution of the burden of
maintaining the dependants of the earning
members of the commuanity who are cut oft
by death during the term of their active
service, Such a service should not in the
nature of things be left to he organized
for private profit.

“Freedom from want’’ is one of the
main plans of all post-war schemes of
planning and development and is assured
by means of social insurance schemes for
providing sickness, unemployment, old
age, and widow’s pension benefits etc,
These social insurance schemes are gene~
rally compulsory and are granted by the
State on a contributory svstem and in
view of this compulsory nature and tbe
state providing the same, the bLenefits that
are granted can only be small and indivi-
duals have to supplement their benefits by
savings out of their earnings such as in-
vestments in stocks and shaves, securities
and life insurance. Life insurance has
an added attractiaa in as much as it com-
Lines in itself the risk element with the
savings element. The Governments of the
various countries have recognized the im-
portance of life insurance and thought fit
to encourage the life insurance babit by
allowing incometax rebates on life insu-
rance premia. Life Insurance, therefore,
plays a very imporiant part in ensuring a
satisfactory provision for old age and for
the dependant of the insured. The ques-
tion of making provision for old age or for
one’s dependants is applicable toevery one
whether he is poor, middle class or rich
Class. When the political complexion of

the world is changing to a socialist order
and when there is heavy taxation pressing
the higher income groups, there is natur- ¢
ally an incentive for the rich Lo insure
their lives with a view to get tax relief.
The poor and middle class people, of
Course, need insurance protection. Life
Insurance business should therefore he
considered as much a public utility enter-
prise as raitways, post & telegraph etc’,
and run by Government for the benefit of
the community. '

There are two special features of life
insurance which distinguish it from other
commercial enterprises. Firstly, in an
enterprise like a textile mill, the share-
bolder’s capital is actwally utilized in
erecting the machinery etc., and the pro-
fits realized from the sale of the textile
product has been actunally earned by the
machinery-capital invested-which helped
in realizing the profit. In life insurance
business, the part played by the capital is
ina different sense. The shareholder’s
capital in a life insurance campany is used
to finance the heavy initial expenses of
the nrganization, which initial expenses
are gradually written off over a certain
number of years. The expenses are pro-
vided for in the premium and the capital
heips in leveling out the incidence of ex-
penses. 1t may Le ‘deemed’ to be a loan
capital entitled to a certain fixed rate of
interest till the initial capitalised expens-
ex are written off., In this sense, the part
played by the shareholder’s capital in the
formation and development of life insur-
ance companies is meagre. By mere effluy
of time, the life insurance fund iccumu-
lates and grows far out of ali proportion

— 5 -



-~

o THE INDIAN POLICY-HOLDER

to the capltal. 1o the tong run, the
shareholder’s capital is unly a drop in
the oceanm and the atgument ibay
the ““life {fusurance conmtracts bas the
backing of the sharehoider’s capital”’

becomes an anachronism, I at al
capital bas played any ‘part’, it is
ouly that of redeemable loan, for

a cortain number of years. Secondly, the
techaique of life insurance husiness ie
based on certain assumptions
2 to rates of mortality likely 1o be
experienced by the policyhoiders, a rea~
suonable rate of interest to he earnad on
tha funds of the company and a reasonable
provision for expenses. Faorther, the
“With profits’” coatracts contain a load-
ing-an addition-deliberately provided for
to be returned in the shape of bonus to the
participating policyholders. 1f the actua)
exparience of the insuver regarding rate of
moriality, interest or expenses are diffe~
vent from those assumed in the premium
hasis. a profit or Yoss arises. If there id
a profit, it only shows that our origina
assamptions are not catrect, hut are to e
varied  *‘Proflts’ are disclosed as a
result of a valuation by comparing the
preseat valwe of the obligations of the
company to settle its claims on the varioys
contracts entered into with the present
value of the premiums it receives after
making due atlowance fo the cost of run~
Ring the Lusiness - on cevtain asaamed
hasis called 1be “*Valuation Basiy’” which
takes into accownt of the experience of
the company. The “profits’’ are, there-
fore, disclosed according to the valnating
hasis adopted, Ip addition, the e{('exs
amounts collected from  \With prof’
policyhotders - the Yhonus loadings - are
released as surpius, The periodical profits
af 1ife insurance companfes are no maore
than the ‘“‘amounts’’-1 wag’e call it

“proﬁt”~deﬁberately pravided for ip the
premiums payahle Ly the policybolders
and are Also **disciosed’’

({

betanse gy
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1
eriginal estimates regarding mortatity, 4
interest and expenses are not borne out by !
facts - and which tkersfore need ravision.

Hence, in the sense that capital is not
playing its part, as fn other enterprises,
the life insurance bwsiness shoald not he
wnder private eanarprise. In other words,
the business should be state~managed.

Life Insurance is the means by whichk
the earnings of the community ae cotlec-
ted together amd canalysed into enter-
prises which benefit the community, The
Life Tnsurance Fuad {s thus intended to be
maintained, invested and reprodueced for
the benefit of that body. The coutrol of
life insorance compaaies leads toa certain
amount of concentration in a few bands
of the responsibility for certain commer-
cia) activities which is inconsistem with
the ‘“‘principle’’ on which “Uaswrince’”
is hased. The principte of insurance is
the spreading of ¢ gk 3

- including
investment ~ aqngq

if & large portion
of the funds  of ¢, Mmpanies are
invested in ope '¥pe of investment, the
benefit arising vnt of diversification of
the investments is [ost. In the «tnte
monupoly of insarance, the antire fupd
can be at their dispocat and they can use
it for nation. huilding activities which wild
belp in raising the standurd of Hving of
the common mun.,

The life insurance husiness belongs 1o
that class of enterprizes where vimpeti-
tion does not bring any of the Leneficial
effects anticipated by eronomic theories
and leads to the enjuvment of the mono-
poly of a few of tue tompanies wheo
Iransact business on right Jines. The
weaker links fall oul iy the long ran being
unable to cope up with competition.  ur
pled "t anly an extension of the mono-
polist priaciple. Comperition among
private enterprise instead of ensuring 2
better service 1o the imsuring pubtic has

Mﬂcn 1951)

only enabled companies to cut dowa rates,
increase agency commission etc., which
are detrimental to the interests of policy-~
holders, though it enables a small body of
intermediaries to henefit owing to the
stimulating effects of competition among
private compamies. An average policy-
holder is not discriminating enough to
choose the best company and in view
of the inherent nature of the coutract-long
term ~ he can withdraw from the contract
only at a hgavy cost to himself. If he
makes a wrong choice of the company, it
is only too late in the day that he realises
it and he therefore gets stuck toit. In othdr
words, he is not sure of the security
afforded by insurance. By state manage-~
ment of the business, unnecessary and
wasteful competition is avoided and 1here
is saving in expenses on account of large-
scale planning. These must help in fixing
lower premium rates. All these constitute
to give a better return to the policvholder
and he is assured of cent per cent security
and better service on account of absence
of profit-motive.

The level of income of the villagers has
gone up and the “‘savings potential’’ of
the village folk is more now than what it
was previously. These people can afford
to insure for small policies on the lines of
the Industrial Assurance Business in
FEngland. It is only by apping this
source that insurince can be made hroad-
hased, The Pruvident Societies have not
been able to make any headway in tapping
this source mostiv on account of the ex-
cessive cost and the nalural antipathy of
the conservative and illiterate villager.
To create confidence in the villager and
make him cuitivate the habit of insurance,
it is necessarv, to propagate the usefulness
of insurance and as private enterprise has
failed to do this service. it is only Go-
Yerameatal agencies that can do so with
the command of the various village offi~

'T8 of the Government on account of the
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saving in expenses on the proposed ‘‘set
e

up'’ for state managemeht of 1ife insu-
raace busimess.

All the above arguments lend strong
Bupport 1o the view thac life insurance
busimess should be run cn the basis of
public ownership and conducted by a,
public corporation responsible to the state.

Insurance sl:otﬂd he the monopoly of
the Provincial Governments rather than
of the Central Government. Every Pro-
Vince can set up a Provinciai Insurance
Corporation which can take over the
existing business within the province of
all the companies operating therein. In
order to meet the possible defects of a
nationalised system, the ‘‘set up™ of the
organisation may be on the following
lines: —

(a) A Ceutral Insurance Bureau:
This will be mainly concerned with the
direction of the principal actuarial work
and mortality research and will generally
assist in effecting co-ordination between
the various provincial bodies. They wili
set down standard premium rates, policy
conditions, rates of commission etc,,
and the minimum standard of education
for the agency personnel. They will be
entrusted with the iask of publicising
insurance as a service. The Bureau can
keep a continuous watch on undeveloped
areas and give proper directions to the
provincial bodies to propagate the mess-
age of insurance in these areas.

L]

(b) Provincial Insurance Corporation
There will be one Corporation for avery
province which will have full and anto-
nomous powers for selection of lives,
settlement of claims, surrenders, business
management and the training and control
of field force. They will work under the
control and guidance of the Central In-
surance Bureau.
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(c) The existing army of agents will
pe attached to the various Provincial Cor-
porations and will canvass busimess for
that unit.

The usual objections to a state monopoly
for life insurance relate to inefficiency and
. the excessive cost of Government manage-
ment as opposed to private enterprise
acting under the stimulus of competition.
Prima focie there is no .need to believe
that a public utility corporation having a
monopoly of insurance business should
necessarily be inefficient or induige in un-
necessary or excessive expenditure.  The
Corporation will have the advantage of a
large.scale planning. elimination of ex-
penditure which are duplicated and avoid-
ance of wastefal competition endangering
the security of policyholders. This eco-
nomic mapagement wiil be reflected in
charging lower rates for the same benefits.

The Corporation will be able to save
e profits distributed to shareholders,
vhich amounts will be passed on to
»olicyholders. FEven if the Provincial
Sorporations are establisbed with &
1ominal capital, the return on the capital
nay he a nominal amount instead of the
rarving high rates of dividends declared
o shareholders.

The other objection that may be levelled
gainst is that agents will be throwa out
of employment. The ‘‘setup’’ put for-
ward makes provision for the agents ta be
wbsorbed. Un account of monopolist
tendency there may he some re-arrieges
nents on their emolmments and commis~
sion.  There are twa benefits wccrding on
weount of this.  Becawvse of lack of
“ompetition, the agents and others will be
in a position to do better and larger
business thin would be the case if private
insurers are operating. As  already
pointed aut, competition has only enahle;l
rates 10 be cut, commission riites pushed

{Marcu 1951

up, and this bas not enabled the policy-
holder to get better service. Hence, the
increase in business wiil counter haltance
any possible reduction in remuneration.

It is stated that the Post Office Insurance
Scheme is not very successfutly run., This
is because no canvassers are appointed and
the business is run departmentatly. Hence,
there is no impstas for bhusiness and the
defects of red tape isapparent in a depart-
mentally controlled system Nithont any
awtonomous powers. The Mysore State

Insurance Department is running a Public

Branch with what are called ‘‘Helpers’’
as the agents. The syvstem is working very
satisfactorily and if a certain amount of
autonemy, as {s envisaged in & stiatutory
corporation, is possible, the business mav
run more efficiently. Anotber obhjection
that is levelled is that husiness will suffer
as compared to existing  figures.  Ax
already mentioned, on account of the
avoidance of the evils of competition, it
is expected that a better, and a heaithier
type of business will be forthroming. A
large amount of business is now secured
more out of pressure than out of necessity
and definite need for insurince and the
number of policies so secured tend (a
lapse, the onlv persons benefitting by such
transiaction heing the agents who secured
the business. The ‘‘.et up'’ does not
suffer from the rigidity of red tape and is
flexible in adopting to the need of the
business. The business will be run just
like 2 commercial concern execept that
the Corporation has a monopoiy for  the
business.

There s another oijection  levelled
against the svstem, j.e. that a4 gumber of
existing techunical and other personnel
will pot Le needed. It is possible that
there may bLe a supersivity, but majority of
them will be absorbed in the various units

(Continued on page 22)
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The South India Insurance Association
Fourth Annual Conference
WELCOME ADDRESS OF Mr. T. 8. SWAMINATHAN, M.A., F.C.1.1., F.1A.,

HEN the South India Insurance

Association was formed in 1946 it
bhad set hefore itself a very ambitious
programme of work in several directions.
In course of time, two or tkree aspscts of
the programme have received greater atten-
tion and emphasis. The provision of
suitable educational facilities to persons
employed in the business of insarance and
the creation of a common piatform for
discussion 'and exchange of views have
been foremost among the activities of the
Associatfon. Further, the Association
has striven to establish closer contacts
with the public and other persons having
something or nther to do with insurance
business through its Journal which is
publisbed once in three months and
through these Annual Conferences. Things
have changed since 1946 and it now ap-
pears that the other objects of the Associa-
tion may we)l recede into the hackground.

The educational facilities provided by
the Association have so far heen limited
1o the praparation of candidates for the
examinations conducted by 1he Indian
Life Assurance Offices Associativn.  An
attempt was made to provide a suitable
course of {nstruction for life insurance
agents and it was very regrettable 1o find
that sufficient response from neither the
Insurance Companies nor the agenls was
forthcoming. The foundation for the
successful development of insurance com-
panies into sound and strong financial
institutions can only he laid on a corps
of trained executives whu can establish
and  set up healthy traditions in the

methods and practices of insurance busi~
ness and aband of trained field workers
who know that they are selling, and who
understand tbe insurance needs of the.
puablic and how best Lo satisfy those needs,
it would be a step in the right direction
if arrangements are made for a course of
apprenticeship and training and a qualify-
ing examination before a person is entiti-
ed to act as'an insurance agent. 1t is not.
necessary, however. that such things_
should be done Ly legislation or rules
made under an Act of Parliament. Great-
er co-operation among the Insurance
Companies and greater understanding
amongst the insurance eXecutjves of the
real needs of the sitaation wauld be
enough to induce a sufficient number of
persons to seek the training which an
organisation like the South Indian lnsor -
ance Association can provide.

On the Life Insurance side, we have
heen baving an examination for insurance
emplovees and fieldworkers which is con-
ducted by the Indian Life Offices Associn-
tion and tuition classes have been made
available by this Association. The Agsa-
ciation is also anxious to develop a system
of stody and training for percons who
are 2mp1rayed in general insurance Lusj-
ness. A fairly good number of candidates
appear from insurance offices in India for
the sxaminations held by the Chartered
Insurance Institute of London.  But they
have 1o rely entirely on the postal tuition
services provided by the institations ip
England. It would perhaps be desirabile
to devise a system of examination and
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shuiy which would 1ay greater emphasis
on conditions* of business and methods
and principles as tbay ohtain in. thia
couatry in the various branches of ganeF
ral insurance, and this is one of ihe
directions in which it may he necessary
for the South India Insurance Association
to exert itself in the interests of the in-
surance business of this country.

Professional education does not stop in
the early stages of a man's career. 1t has
to be brought up~to-date and in order to
give his best, a professional man must be
in touch with the latest developments in
his profession. Not only this, he must
also devote, whereever possible, some
time and attention for furthering the stock
of common professional know tedge by,
what may be called, research work.
Frequent meetings and discassions on
this aspect of our business are of a great
advantage 1o insurance peaple and in the
past, the Souwth India Insarance Aswxacia-
tion has provided many opportunities for
meetings of insarance men for discussions
on such topics. Recently, the Associa-
tion has acquired a good reference library
which will provide material far stadv and
improvement. 1t wit, 1 hope, be the
object of this Association (o eXpind
these facilities and opportunities so that
ultimately, the Association might he ahle
10 place at the disposal of the mewmbers
and their emplovees a good. well-packed
tibrary containing the latest literature on
all aspects of knowledge fmportant o
ifnsurance-men. and enongh accommoda-
fm" for holding classes, lectures, meot~
ings and social functions,

There are various associations which
take care of the interests of insurance
cowpanies as companies and it seems,
therefore, right and proper that thig
Association shoma have heen concerned
l\nf)ro with the bhusiness of insurance and
with persons engaged in the business, 1

. {Maren 1951

hope that this special characteristic of
this Association will continue and that in
dae cowsse, the Association will attract to
itself all activities of this type connected
whk dnsarance in these areas.

One of the most important events in the
bistory of insurance in this COuRlry was
the introduction of new amendments to
the Insurance Act, in 1950 and 1 bag to
be excused for making « lirief reference to
this in the course of this welB,me address.
For the last 5 or 6 vears amendments of 2
far-reaching character to the lapsmrance
Act were heing discussed at varions levels
and the inserance buslaess was racher
unsettied on account of the uncertainty as
to the fina) form in which these pmp(;sah
would be given effect to. It wqy, there~
fore, with a great deat of velief that the
insurance companies welcomed the passing
of the Act in April, 1930,  There was
also one feature of these new amendments

whick was of special interesy 10

: insurance
companies,

and that was that at almost
Al stages the insurance tompanies through
their representatives and top-ranking in-
surance executives in their individual
capacities were associated with the drafi-
ing of the provisions to such
that one wight almost say thag these mnew
regulations were drafted Ly insurance exe-
cuives, Ax the new reguiations were in-
tended to rectify a number of wndesirable
tendencies which had crept into the in-
surance bwsiness, i1 was hat naturad that

40 extent

the new Act contained elahorat - regula~-
tions on & number of matters
internil working of 1he

panies.

aflecring 1he
Insurance ¢om-
The Act alao Teyuired more de-
tailed informution regarding the transac-
tion of insurance companies eing dis-
closed to the authorities in the form of
Returns and gave more pewers to  the
Govarnment for intervention ian the in-
ternal management of insuranve companies.

Whatever was wrong with the insurance

Marcu 1951}

companies in the past, the new Act seem-
ed 10 bring in a revelution and one was
tempted to betieve that averything would
be set right as soon as the new Act. came
into force.

Although it is only a few months since
the new regulations have heen completely
brought into effect, it has hecome obvious
that there is somewhere something which
prevents the full benefits to the insurance
business of. these verv carefully devised
regulationd being realised. It is also be-
coming apparent that whatever undesirable
tendencies were sought to be prevented,
still continue {n some form or other and,
unless all the interests concerned take
immediate steps in the matter aad set
things right, insurance business per.h:.zps
would be in a far, far worse position
than it was ever hefore.

One reason why the results, consequent
on the introduction of the Act, have not
come up to our expectation is perhaps the
difficuity in understanding and appreciat-
ing the full significance of the various
provisions, and sevondly, in understand'-
ing the reasons that bave made any parti-
cular provision necessary. Although £
have studied the various sections of the
Act a number of times with the idea of
understanding the full implications of
every provision and adjusting the day to
day practice in order to accord }\'ith the
provisions of the Act, 1 must confess that
every time 1 discussed certain sections of
the Act with other persons in similar
circumstances who had studied the Acg
equally carefully, there had always been
some new aspects which had excaped my
attention in the past. In 0 many cases
it was found difficult to arrive at some
definite interpretation of the meaning and
scape of the words in the Act. One can
imagine, therefure, the amount of con-
fusion that can be caused in matters which
are the subject of regulations of the Act
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if different persons adopt differant inter-
pretations in their actsal day to day
dealings.  Although it is no part
of the duties of the authoritiss charged
with the administration of the Act to give
any ruling ou the interpretation of any
statate, it is necessary in the interests of
a propsr working of this Act that aoe
insurer or other person attected by the act
should have available to him an authorita-
tive ruling on matters covered by any
of the sactions of the Actin rvespect of
which he may require such a ruling and
that such rulings should be published in a
form available to all insursrs. Although
these may not have the authority of a
decision of a Court, one would know that
in guiding bis conduct by these rulings,
he is in no serious danger of his bona
fides being questioned at a later date and
any person infringing the rulings given
Ly the authorities is aware that he is
acting in a manner not considered proper
Ly the authoritles enforcing the act.

There are also a very large number of pro-
visions, particularly those relating to the
appointment of agents, special agents,
principal agents etc., and the payment of
remuneration to persons employed by the
insurers, making of leoans, etc,, which
cannot be properly enforced by the autho-
rities in the ordinary course of their
duties.  All these regulations relate to
the details of day to day management and
may not be apparent from the returns or
ather information given to the authorities
in he normal course of business. Nor is
it possible for an outsider to draw the
attention of the authorities to the irregula~
rities in these matters, This seems 1o me
the reason for the confidence with which
even after the coming into force of these
new provisions a large nember of insurers
appear to bs indulging in payment of
rebates, excessive commission etc., The
only possible manner in which a healthier

a.
' - o
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sitmation in these respects can be brought
about is to undertake perindically a
systematic investigation of the affairs of
all the insurers just as the Reserve Bank
of India is undertaking an inspection of
all the banks. 1t is perhaps too much to
expect that such investigation would be
considered within the realm of practical
politics. But if one were not prepared to
undertake this trouble, one need not have
taken the trouble of making elaborate
regulations on these matters which only
bamper those who wish to observe them.

There is one more reason which perhaps
might justify such a measure being taken
at the present juncture. A great deal of
unrest must have heen created amongst the
insuring public in general on account of
the proceedings tbat have been started
recently against some well-known top-
ranking ipsarance companfes, 1t seems
now fairly clear that the normal measures
of control exercised by the authoritieys
have mnot been successful in preventing
either the frequent changes in the manage~
ment of insurance companies or the
xhistq’;xnégemeht of the funds of
insurance  companies although  ela-
borale sections were introduced in the
Act and additional powers vested in the
authorities just for these purposes. The
fact that Government have instituted a
systematic periodic investigation into the
affairs of the insurance companies can go
a great way towards restoring confidence
in the insarance businass generally,

Another new feature in the insurance
business introduced by the new Act was
the opportunity afiorded 1o the insvrers to
set their houses in urder throngh their own
organisations.  Two new hodies called
tbe Execative Commitiees of the 1.ife
Insurance Council and the General Insu-
rance Council have been fuormed and one of
the most important functions entrusted (o
them is ““to aid and advise 1nsurers in the

[MArcH 1951

matier of setting up standards of conduct
and sound practice and in the matter of
rendering efficient service to holders of
policies’’. These Executive Committees
are just now in the process of formation
and I do hope that they will consider this
as the most immediate and urgent function
allotted to them, They can discharge
this service most effectively by drawing up
immediately a code of right conduct in ali
matters of day-to.day practice. And if this
code should have the approval €f the Con-
trotler and the authoritie:, it mayv be pos-
sible to rely on breaches of this code, dis-
closed during periodical investigations, as
grounds for presuming that the affairs are
not being managed in the proper manner.
The executive commitiees can ajso set up
and prepare a standard of efficient service
to policyholders wbich all insurers most
attain,

S ————
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and the technical personnel will have
ample scope for atilization of their know-
ledge and experience in research work
proposed to be undertaken by the Central
Insurance Rurenu. The Provincial bodies
can be entrusted with the tusk of training
the agents and other field personnel and
these technica) personnel can prescribe
savisfactory qualificmiions and train
them up in the law, theaorv and
practice of tife insurance. More ofren
thin not the averige agent is ihsolutely
ignorant of the rudimenis of 1he ser:ice
which he s trving 10 sel) and privite
enterprise ix able to train him verv little
or is notable (o triin at all (hese carriers
of the message of Insurance because of the
heavy cost.  Ina large-scale Corporation
training on uniform lines can more easily
be imparted, than would te the case if
private insurers are operating.

“per read at the Sowth India Imsurance Associalion
Fourth Anwual Conference held on 3rd March, 57

- Excerpts from the Presidential Address

of Mr. L.S, VAIDYANATHAN, M.A.,F.1.A.,J,P.,

At the Twenty-third Aunaal General Meeting of the Indian Life Assurance
Offices Assaciation ketd at Madras on 21st March 1951.

HE statement made by the Hon’ble

the Finance Minister, Sir C.'D.
Deshmukh, in October last hefore a Con-
ference .of “lhcome-tax - Commissiogers
from various States called fur the purpose
of discussing technical and administrative
problews of the Income-tax Department to
the effect that a Bill on the lines of the
recommendations made by the lncome-lax
Investigation Commission is to be intro~
duced in parliament shortly and that the
Legislature waould see 10 it that the
administrative machinery is tightened up
allowing neo loophole or mercy to ax-
evaders inspires the hope that something
will be done although this his been delay~-
ed for quite a few vears. While no one
wil) disagree with the dstermination of
Government that tax svasion should e pat
down without mercy, it'equally behoves
Government to rectefy bases of taxation as

-affecting certain interests where taxation

presses on them violating the principies

‘of equity. As you are all aware, we do

not agree with the recommendation of the
Investigation Commission that to the
extent that bonus to policvholders emerges
from sources other than the specific load-
ing added in the premiums to provide
bonuses, it is taxahle. The theme is one
which has been discussed threadbare and
I do not propose to take up your time
today in stressing what is obvious and
what has been explained {n detail in the
past,

In bis budget proposals that have just
heen unfolded hefore Parliament the
Finance Minister has displayed a pargisan

_ outlaok so far as Life Insarance Compa-

nies are concerned. He has acted on that
part of the recommsendations of the
Income-tax Investigation Commission
which is favourable to Government in
that he has placed the liability for incom~
tax on the dividends paid 1o shareholders
of a Life Insurance Company on a par
with that pertaining to dividends distri-
buted by other Joint Stock Companies
thereby eliminating a slight preference
that used ta operate in favour of the
former class of Companies, Since almost
invariably+ dividends are declared froe of
tax, the additional burden falls onihe Life
losarance Busivess. No one questions the
equity of this move,

The finance Minister, however, bas
chosen to turn a Nelson’seye on the recom.
mendations of the Commission pertaining
to that part of the surplus distributed to
Policy-holders, extremely conservative
though they be and which are to the effect
that the portion arising out of Ioadings for
bonlses  contributed by Policyholders
should be free of tax. On the contrary,
he has increased the tax payable by life
Insurance Companies by 5.4 pies in the
Rupee thereby imposing a further tax bur-
den on a business already groaning under
an inequitable basis of Taxation. I am
sure his sense of fairness and’justice which
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Ts acclaimed by one and all that have come
into contact with him will impel him ere
long to diresc} his flair, for: critical a
independent khalysis on this birning quess
fion of taxation of Life Insurahte Compa-
nies 8o very essential for their rendering
efficient service to policyholders if not for
their very existence.

As stated earlier, 1he outstanding event

of the period under review is the passing-

by Parliament of the Insurance (Amend-
ment) Act, 1950, certain Sections of
which came into force on 1st June 1950
and others on 1st September 1950. While
joining in the chorus of praise which the
Act has raceived that it would eliminate
abuses that have militated to the detriment
of the interests of policybholders, to
which Sir Cowasjee Jehangir Committee
drew pointed attention, if thuse Sections
designed to achieve this end or administ-
ered with strictness, it would seem also
an act of no small temerity on my part to
attempt to criticise some otber Sections
which either as a result of defective
drafting that has inadvertently crept in or
due to over-pressure from particular
interests, have placed insurers in ‘an
illogical and even embarrassing position
vigs-a-vis their staff or their agents as the
case may be. 1 do bope that the criticism
of some sections which 1 make hereunder
would be taken in the spiritin which it
is offered, namely, to provide a basis for
attention being focussed on these Sections

THEINDIAN POLICY -HOLDER

the lack of such frank ¢
would inure to the de
and their business to a 1¢
could 'be avoided.

Section 44 (1) (b) of the Actin
of which an insurance agent leaving one
company and joining another is to bee
given renewal commission at a very
slightly reduced rate on his past busines;
provided he satisfied certain conditions
on‘the date of leaving which ‘are by no
means onerous, is one that would rétard.
create discord and spofl the morale in the
business of life insurance by not only
removing the deterrent against but by
actually putting a premium on disloyalty,
One can understand payment of hereditary
commission to loyal agents—this, accord.
ing to legal opinion, as I shall presently
explain, is prohibited by the Act—but
such paymeni in respect of those agents
whe have transferred their affiliation toa
competing insurer cannot be defended by
any canons of sound business. Co-opera-
tion, which is quite compatible with
healtby competition, is essential for pro-
gress in any line of activity. While the
truth of this will be easily conceded in
regard to all academic lines of activity,
a little reflection will make it clear that it
is even more true in the business of life
insurance which has reached the presemt
state of scientific perfection by barnéssing
to the full for.its evolution the skill and
breadth of vision imparted by academic
and professional training of great brains

with a view to eliminating the defe? 5 for quite a few generations in the past,
which atteation is drawn. This duty i L___//‘

certainly cast on the person w)li)
occupies the position to which you Have
elevated me and whose address is the first
to be delivered after the Amendment Act
was placed on the Statute Book. Other-
wise, the feeling of complacency which

SV 2

Co-operation in the field of atomic re-
search in jealously guarded national groups
of scientists working ix} isolat}pn has so
far yielded results demonstrating the power
of the product of such research for inflict-
ing enormous misery on humanity. It
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will require as much and perhaps much
more research under the co-operative ac-
tion of even better brains selected on in-
ternational basis for discovering ways by
which the colossal energy liberated by the
breaking of the atom can be har nessed for
the good of humanity. If it is conceded
that co-operation amongst those engaged
in any line of activity is essential for pro-
gress in the line, that mental attitude
fostered by, the Section in the Act
1 have dr'nvn attention to by which one
company is always on the look-out to
entice away good business producers of
others is not in the least conducive to
such co-operation.  Even »o far as the
seceding agent is concerned, it gives him
a training in wearing his lovaity on bis
sleeves for daws to peck at. The provi-
sion is bad on the whole for the business,
for the company that has lost the agent,
for the company that has acquired the
agent in that it has secured an agent with
questionable 1oy alty and for the agent

himself.

This provision is seriously assailable
from other anglex also one of which goes
counter to the very definition of the term
tjpsurance agent.’’ When the granting
even lesser privilege to Insurance
agents was mooted by a Member in the
Assembly at the time when tbe Bill which

me the Insurance At, 1938
the great

of an

ultimately beca
was under cunsideration,

Sir N. N. Sircar strongly nppnsed even
on the ground that it

the suggestion
ations the fundamental

shook to the found
basis on which payment of re
mission to agents can be justified,
the continuance of service to the pol
holder and by implication to the company-
He argued that it would be obnoxivus to
pay renewal commission when no service

npewal com~
namely,
icy-
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" is -rendered and, .if anything, hutan

nature being what it is, omly disservice.
Lot us take a litile pause bere and consider '
the views expressed by Sir -N. N. Sircar
with reference to the definition of Insa-,
rance agent as appearing in the Bi:l then
considered.  This definition runs as

follows . —

¢t ‘Insurance agent’ 1means an insu-
rance agent licensed under Section 42
being an individual who receives or agrees
to receive payment by way of commission
or other remuneration in consideration of
his soliciting or procuring insurance
business.’’

The point Lo consider is that no mention
whatsoever is made in this definition of
duties in relation to continuance, renewal
But the existence
of such duties was taken for granted
which alone would justify the payment of |

or revival of policies.

renewal commission and no one objected
to this stand being taken.

The definition of Insurance Agent in
the recently amended Act is—

¢ *Insurance agent’ means an insu-
rance agent licensed under Section 42
being an individual who receives or
agrees to receive payment by way of.
commission or otber remuneration in
consideration of his soliciting or pro-
curing insurance business including
business relating to the continuvance,
renewal or revival of policies of insu-
ance.

In spite of the fact that renewal service
is specifically mentioned in thiz pew
definition, the framers of the Amendment
Act have by inserting the Section under
scrutiny given such renewal service scant
weight measured, as if by a golden pair of



e
scale}, by only a fifth of the commission
payable on yenewals.

This provision is also out of tune with
one of the basic principles underlying the
Act, viz., that renewal commission paya-
ble on the fourth and subsequent premiums
Should not exceed 5%. On the lapsing of
a policy introduced by Agent A who has
subsequently joined another insurer hut is
eligible for the benefits conferred by Sec-
tion 44 (1) (b), so that he and his heirs

would be entitled to future renewal com-

mission at 4%, it would obviously be futile

to expect him to make anyv effort tohave
the policy revived. As a matter of fact, as
the Agent would come to know that the
policy has lapsed, the natural tendency on
his part would be to twist the business by
inducing the Assured not to revive the
policy but to take out a new one with the
insurer whom he is now serving. The in-
surer, therefore. bas to choose between
two hard alternatives. He can either take
advantage of Section 40 (2A) and induce
an Agent other than A to ket the policy
revived and pay him 2% % renewal com.
mission as provided in this Section
and above which he would have to pav
4% to Agent A or his heirs making in all
a total renewal commission of 6% Y,
in view of the.fact that the

over

or,

above course
of action would. necessitate payment of

renewal commission at more than 5 %, nos

but
wnd
premium income

The latter course would be like
cutting one’s

take advantage of section 40 (2A),
allow the policy 10 go off the hooks
thus lose the renewal
thereon.

nose to spite one’s face.
The principle already accepted and under-
lying Section 40 (2A) is that for

the
specific work of renewing

a policy the
Agent putting forth the requisite effort is

entitled to 24 Y6 commission and it

THE INDIAN POLICY-HOLDER
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logically follows that the maximum rene-
wal commission which can be allowed in
the contingencies visualised by Section
44 (1) (b) and (c) is 214 % 1o the Agent
and. his heirs. Further, the same has to
be the limit of maximum renewal commis-
sion that can be paid even to heirs of loval
Agents who continue to serve the insurer
until their death if at a later date such a
provision is incorporated in the Act the
absence of which, as puin\e(l out earlier,
is a serious lacuna in the Act.

This provision will also have an adverse
effect on the expensex of management.
The company would naturally like to re-
place the agents lost through enticement
by fresh ones so that its new business
preduction might not suffer.  This would
inevitably lead to duplication of work in
respect of such agents to a certain exient
for, whereas only the new agent would he
bringing in new bhusiness, the Company

would have to deal with two agents for

the purpose of commission pavments and

other aspects of agency administration.

I think that this provision, subject as
it is to fire from several vulnerable points,
can hardly justify itself  When the pav-
ment of renewal commissnn even at 4 %
in the cases in point is open to criticism,
the arguments advanced apply with even
greater force against pavment of heredit-
ary commission for this

agents.

1':|!c;"c‘r)' of

-I shall now 14ke up the cace of agents

contemplated in Section 44 (1) (c).i.e.,

those who have served an insurer con-

tinuously and exclusivelv for
yveirs

at least 10
after | ceasing to act as
agent do not directly or indirectly solicit
OT  procure insurance
other insurer and for

and who

business for any

whom sub-sectinn

i
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(2) grants the continuance of the renewal
commission to heirs after death. The-
oretically speaking, since there would be
no renewal service rendered the payment
of renewal commission would be governed
by the same considerations. sel this coulvd
be justified on humanitarian gr().unds e_\:
cept where the heirs who receive com

mission in their capacity as heirs from
one company function as agents of an-

other company.
.

The argument advanced, hm\'ev.er, the.\t
insurance companies do provide: 1.n their
premium calculations for ('omml‘ssmn be-
ing paid as long as the polic-les suhsiﬁs:
and that, therefore, companies bene“
financially to the extent of the renewal
to the benefit of the
of an agent is
the

commission lapsing
on the death
What
old .
goes on varying
on the basis of the
the three

company :
not correct. happens in

ase of an established com-
CASs 7

pany iS thﬂt it
its premium rates

changing experience as to be

i i miam, viz., 1nte-
factors influencing pre Y 1
o < 3 ‘he play
rest, mortality and expense. ‘me
of these factors is ascertained from

st experience of the company extending
past e

i : when
over a few vears prior to the date

i ‘ iz taken
the alteration of premium rates

n lnd, \\e are ) t
O hl T hele (WY H(el“ed w1 h tbe

I P i ‘v
play of theexpen=e factor and particularly

isxi agents.
that relating to commission to agen

. analvseits
What the company doesis to analvse

H of first
commission outgo under the heads ¢

con
ission: vil commissio
vear’s commission ind reney

. S ini ese
separately and by suitably« ombining th

Dt S jolve its new
with the other factors to evolve 1

. .sis the fact
premium formula. Inthis analysis th

. 9t iny as
that some agents die while funcuoning -
’ . renewi
agents and that in consequence 1he' intro
PPN ir 1 -
commission on the policies of the

death
duCliOn sul;siS‘i“g as on the date of
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lapses to the benefit of the company is amy
taken into account. In other words, the
premium formulae adopted by old establi-
shed companies do not provide for pay-
ment of commission after the death of the
agent. This does not mean that I am
questioning the equity of payment of

i 3
commission to heirs after the death of an

agent who answers to the description con-
tained in Seciion 44(1) (¢). As stated
earlier, this can be justified on humani-
tarian grounds, but the premiums ure not
loaded to stand the sirain and companies
will have to take sooner or later on hand
the question of recalculating their pl:e-
miums on the basis that renewal commis-
sion will continue 1o be paid so long as
the policies subsist on the books of the
company. In other words, the effect on
the expenses of management will to that
extent be adverse and this will be one of
the countributing factors making it diff-
cult for companies to conform to the per-
centage representing limit of expenses as
contemplated by the Act and the Rules.

There is also another lacuna in- Seetion
44 of the Act,
pavment of commission to the heirs of

This Section provides for

only those agents who sever their con-
ne("tions with their insurer and not to the
heirs of loval workers who continue to
serve the company and who may die while
in such service. 1 am sure it was not the
intention of the framers of the Act that
this entirely untenible and unwholesome
<tuation sbould have heen created and
this should he remedied forthwith; other-
wise it will have the disastrous conse-
quence of undermining the stability of the
agency force by provoking them to sevt.sr
their comnnection with t)clg‘ company in
spite of their stirong feeling of 1o_vz.my to
it purely in their legitimate self-interest

N

P
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as soon as they can take advantage of
‘Section 4+ and thus ensure continuance of
commission to their heirs. Legal opinion
in this hehalf is relentiessly firm and the
rigid manner in which the Controller’s
Office has— on the basis of the experience
the short period the
been in force—
the Act in a

gathered during
amended A ¢t has
been administering
practically wooden manner does nol en-
courage one much in the hope that action
taken by cofnpanies with a view to avoid
placing themselves in an illogical posi-
tion vis-a-vis their staft and agents by
not conforming to the verv letter of cer-
tain Sections will be overlooked by that
Office eveu where such action is necessary
for the smooth and efficient conduct of
the insurer’s business and the transgres-
sion is purely of a technical nature due,
for instance, to defect in drafting which
should have exciuded certain categories
of people engaged in the business, and
does not in the least impinge adversely on
the interests of the policyholders.

In illustration of my point, 1 have to
refer to Section 29(3) (a).  This prohi-
bits loans, inter alia 1o clerical and other
staff even in extraordinary circumstances,
e.g., foodstuff advance during famines,
evacuation and/or rebabilitation advance
to displaced emplovees, and thelike. An
insurer in common with other emplovers
has at least the same obligation to his
emplovees to lend them a helpinyg h:n'ui. in
times of acute distress hut hy probibiting
the Act in fact compels an

such loans, .
nrge Of lhls

insurer to default in the disch
obligation to his employvees. If such an
advance is taken as a sympathetic and
humanitarian gesture on the part of f)lhe\'
employers, surely it cannot beasiman

'Y
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the part of an.insurer, It is.in the in-
terests of the insurer to rgnder assistance
to his employees in times of.. distress for
the employess have to keep hody and!scul
together before they could:discharge their
duties to the insurer. It is, thereford,
much in the interests of the bhusiness it~
self, putting it on a cold commerciak
basis leaving aside sympathy, to render
such help. As a matter of fact, Section
29(3)(b) permits grant of loans to Chief
Agents, Special Agents and Insurance
Agents for the avowed purpose of facili-

tating the carrying out of their functions.

A lenient view could be takeu of advanr
ces to siaff, taking the cue from the fact
that advances to all categories of agents

are allowed by the Act. - On the contrary,

the Insurance Department has questioned
an insurer who made advances to his staff
to relieve distress and has asked the in‘-'
surer to call back these advances as early

as possible. These advances incidentally
are not at all uncovered. The insurer in
question has a Pension Fund and a Provi~

dent Fund and the advances are recover-

able from the amounts to the credit of the

emplovees concerned even on. the worst

happening. The Act was considered Ly

several committees. In none of these was
the remotest suggestions made to the effect
that advances to staff to relieve distress
should be prohibited. If that has crept
in at all, it should have been entirely due
to the fact that the draftsman was not
instructed to specifically exclude this type

of advances.

I shall now take up Section 31B(2).
A perusal of sub-section (1) of the above
Section will show that the object in view
is to set right any- case where excessive
remuneration is being paid “to FExecutives
or other employees who are temunerated
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certainly every right to play the role of
the mentor of the business of lnsurance.
He, on his part, by not insisting upon
unnecessary details which serve no useful
purpose, the collection and preparation
of which bear ultimately on the FExpenses
of Management, can substantially hel}
insurers in achieving the very 1laundalle
objective of keeping their Expenses of
Management under control.

The amending A¢t has made statutory
provision for limitation of expenses and
the Insarance Rules prescribe specific
figures in this respect, the allowable ex~
penses being broadly expressed as a per-
centage of the premium income distingui-
shing between first year’s and renewal.
Limitation of expenses postulates stabilis.
ation if not reduction of the price level, a
task which, judging from the experience
of the past Government is patently power-
less to accomplish. In the context of
the ever-rising spiral of prices, which iy
is needless to add is beyond the pawer
of iusurers to check, excessive expen-
diture cannot be necersarily ascribed to
extravagance and may to a large extent be
the result merely of high prices and the
mepercussions thereof. Thaugh, so far as
commission of Insurance Agents 1 nd
Special Agents is concerned, a statutory
ceiling has beea put, there are other
itoms of expenditure which a Life Office
has 1o incar whereunder the impact of the
present price level has tended to push up
expenses. Remuneration to statf, com-
prising not ouly salaries Lut also dearness
allowance, is no longer a factor which is
wholly ander the control of the in‘surer
because employer-employee di s putes
on this head bave become maore
or less chronic and every Adjudication
generally Tesslts in an wpward revi-
sfon of salary and dearness scales.
The scales of travelling allowances, simi-
larly, have perforce to be raised in the

face of bgher transport and hotel charges.
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As for postage, since some time back the -
postage on envelopes was raived from -

As. 1% to As. 2, on first thought it may
appear that there is ane eftective way
by which the total expenditare
on posiage can still be kept within
the previous limit, i.e., where, say, 1,000
letters from policyholders call for reply,
to answer only 750 of them and leave the
other 250 unrepliad. But can this solu-
tion appeal to any insurer and, moreover,
will it really achieve the object? ‘The
reply is olvions. T

It may be argued that to oftset the eflect
of rising prices and other factors whichs
in a particular vear, mayv tend to raise the
expenses, the Act smpowers the Controller
after consultation with the Kxecutive
Committes of the Life Insurance Conncil,
to fix in respect of each vear the limit by
which the expenses may be allowed to
excead the percentages prescribed hy the
Rules. In the very nature of things, such
additional expense provision can be fixed
by the Controlier only after the expiry of
the vear in question and since no insurer
who is zealous of his repatation would
care to tisk having to answer o charge of
violation of the statutory  provisions
relating - to limitation of expensex, he
would perforce have to play safe by keep-
ing the expenses within the limits laid
down in the Ralex, reluctantly allowing
the quality uf bhis service to policyholders
to deteriorate if necessary, and not baank
upon  any  possible additional  expense
atlowance which the Controller may grant
afler the veur is over.

The vital role plaved by Life Insurance
in the economic life of the country will
be evident from the fact that as av 31st
December 1949 the assets of Life Insu-
rance Companies domicited in the Indian
Union amounted to Rs. 123 Crares.  ‘These
represent aver 51 per cent of the present
annual income of the {Jnion Government
and 6.8 per cent of its National Dept.
In 1949 the per capita insutance in Indin
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was Rs. 21. This would appear insign?ﬁ-
cant for a country of the size of the Indian
Union particularly as compared with tlfa
U.S.A. where the per capita insuranceis
as much as Rs. 3,300/-. In comparing
these two countries, we are comparing
unlike things, one in which industrial and
consequent economic development has been
going on for nearly three centuries and
the other on the threshold of such deve-
lopment. Yet the silver lining 10 the
cloud is that the per capita life insur:tnce
in this couatry has Deen increasing,
although at a slow pace, along with the
progressive industrial development of t.he
past and inspires the hope lhat‘ it will
continue to do so in the future. ‘The per
capita life insurance which was only Rs..4
in 1929 indreased to Rs. 7 in 1939 and in
1949 it has risen to the above quoted
figure of Rs. 21, The very low per cap.ita
insurance in this couutry bearing in mind
the important rote in economic »tability
played by life insurance, sbould make one
and all alive to the supreme necessity of
doing votking which will in any wa'y
retard its progress in this country. Itis
a trufsm to say that the prosperity of life
insurance follows the ebb and flow ”r,t.he
prosperity of industries genem]l)". The
stimulus to production given by (J()Ve.fﬂ‘
ment by liberalized commercial policy,
equitable tasis of taxation and, more than
411, rational Labour Laws that would
provide security to both the limbs engaged
in production, viz., emplovees and emplo-
vers will influence taa <ubhstantial extent
'this prosperity both of industries and, as
a corollary, life insurance.

When our leaders undertook the res=
pousibility of the government of this
country onits securing lndependence .\h'e_v
inherited us a jagacy left by the Bf““h
regime an acule economic malaise 1n }he
shape of highly inflatiopary sitvauion
combined with shortage of essential con”
sumer goods. Industrial production also

]e
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was very low as the transition from pre-
duction of war time neegs to civilian
requirements had not taken place. Along
with Independence came also the partition
aad it created for the two partitioned na-
tions problems that had no parallel in his-
tory. Apart from the horrors perpetrated
on the innocent populationin their exodus,
the partition itself left a truncated econo~
my for each Dominion—surplus food and
raw materials without machinery on one
side, fooud deficit and machinery without
raw materials on the other. This greatly
aggravated the economic malaise above re-
ferred to, more so for this country than for
the otber, in view of the enormously lar-
ger immigration than emigration of popu-
lation. By the very nature of the circum-=
stances in which gartition came to be
made, it could bardly be expected that
cordiality between the two nations would
snbsist, and the events that followed the
partition made a free flow of commodities
between the 1wo countries very difficult,
if not impossible. The international
situation also led to a general scramble
for raw materials which placed this coun-
trv at a particular disadvantage inasmuch
as it was not able to get raw materials re-
quired by it from countries outside Pakistan
either. The country thus suffered Loth
on the food front and the industrial front,

Under such difficult conditions, theonly
remedy would ordinarily lie in enormous-
1y increasing the production of goods and
services per capita which by creating bet-
ter emplovment would raise the standard of
living. Without such increased produc-
tiop, the mere redistribution of the exis-
ting material resources amongst a popula-
tion which has increased botbh hy naturai
causes and by partition would only lead to
our adding from the class who were not
ill-fed to the class partially under-fed.
Instead of driving home_ this position,
most attractive pictures of “xosperity un-
warranted by the realities ofhw\situ;uion

RN
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werd placed before the public and move-
ments for “‘less work, more pay and no
responsibility’’ were not discouraged, gi.
ving the illiterate factory worker an idea
that,” with the advent of Independence, it
Was not necessary to work even as hard as
before. At the same time, laws were pass-
.2d which made it difficatt for employers
and managements of businesses and indus-
tries to take disciplinary action even in
cases of gross indiscipline. Real isation of
this difficutty of employers and manage-

meuts fostered in lahoar a policy of ¢

oing
slow with impunity.

To these were added
the difficulties resulting from policies of
Control on raw materials and manufactared
goods which were inconsistent with each
other. Unfortnnately, Government failed
to recognise that the national standard of
living would ultimately be affected more by
the production index rather than the cost
of iiving index and that mnless conditions
making it possible for the commaenity to
save were established and maintained,
thrift would he discouraged and incentive
to start new enterprises or to extend exis-
ting ones would disappear with the conse-
quence that unémployment would grow and

'\hé standard of Hving would gndown fur-
ther. - The go-slow policy of labour al-
ready referred to would bring about a fayy
in produaction both in quality and quantity
and as such decreased production would
have to serve the needs of an ever-increa-
sing population, further scarcity and
crease in prices would eusue. If, upder
such circnfns_tances, prices are controlled

to check their rise, the natural result is

the creation of black-markets. This state
of affairs would easily spread dissatisfac~
tion among the middie and lower-middie
classes mostly affected hy such plight as
their emoluments could not obviously hLe
increased in proportion to the price level,

That in fact is what had happened to this

country durigy - acent years and this dis-

éalisfactiory;hs exhibited itself in strikes
and induslrial dizputes.

/

in-
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When the leaders of these classes make’
their usual fiery spoeches against the emp-
loyer,they fail 10 appreciate that their real
grievance is not 10w wages, but the fall in
the purchasing power of their wages, and
that it is neither the responsihility nor a
matter within the powerof the employer to
waintain the purchasing power of their
Tmoney wages at a reasunable level. That
is the responsibility of Government and
Governmentonl_\'. Government have often
given vocal expression to their sympathy
for this class and have equally often
given promises 10 do their best to amelio.

rate their sufferings by

bringing down
Prices to a reasonable leve]. Unfortuna-
tely, these haw

¢ remained promises on
paper ouly, and their repetition by people
in high positicons in Government without
any tangible result hjy only added fuel 10
the fire o_f dissatisfactioy, This, in shorts
is the reason for the bresent rather uncor.
dial relationship of (he emplovers and
managements with the
middle class composed
and Insurance Compan
of clerical 1abour,

salary-earning
» 80 far as Banks
ies re concerned,

Industrialists generally

meet such a
situation hy granting 1o their emplovees
increased wages andfor dearness allo-

wances.  As aresult of sach further rise
in the wage bill, when the industrialis
finds that his cost of praduction bas gone
up. he makes suitalle adjustments in the
selling price unless these :re

illogically, so that he no only
incur aloss hue

controlled

does pot
actually makes a profit.
If the margin allowed for
mined by adding
the cost

profiv is deter-
a suitable percentage tu
then the Lirger the cost
price, the larger ix the amount of his
profits,  Industrialisis are, therefore, not
only able, gonerally speaking, to escape
the ilt-effects »f a rige in prices, hut such
increase in price level may sometimes
actualiy result jp swelling their profits.

pl’i(‘e,
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urance companies,
e, Ofy“::t:::n:):ulzir col:latracts
makes it quite impossibl? for the:.lee:o (:n
cape the effects of arise in pnthe.com—
industrial coacern mamxfactm'eslll > come
modity traded in first and by :Mo‘ o
is ready for marketing, the propr o e
able to ascertain his cost of m;'muso e
and quote normally a selling prbcat O
he would not only avoid a loss ‘u \ !
In a life iosur
the position is
the commodity,
is sold

however,the ver

make a reasonable profit.
ance company, however,
quite the reverse. Here, o
which is the life insur:ance po t ;he w0
first and the selling price fixed ahe o
such sale is effected \Yhel:eas t O
the insurance company 1§ m.cm'r‘g e
The price fixed when the noll;}' is ol e
based on ‘an estimate of (: :) tie, b
i experiill‘l(;et ;‘:;:e‘:(ia:he cost price,
! interest and expense. 1f
these three

main factor
2., mortality,
:\i: 'futm'e experience under .
heads is less favourable thfm t e' sy
tions made when the premiums \.\e il; -
culated, the company, not'hemgnd "
position to increase its premm::s :e “.i‘m
just its selling price in accn.x" anc
the increase in iis cost pl’lt-e,b curs 2
On the other hand, if the ‘u
satisfac-

assuomp-

incurs a

:Zs:erience turns ()ut. to be ml«:re A
tory than was anticipated, 1 en. : u.‘ ol
would rezalt and that .\}uplns, g het
with the surplus resun.mg from he
specific addition made in 'lbe preml(';it;
for the right to participate in the 1p~rdi<;
of the company, is almost en,ure_\ . \-
tributed amongst the company’s policd
holders.

So far as the factor of mortality is’c«'m:
cerned, it has b2en showing a s\e.ad) 1md
provement over the past few _\e'ars”:\lx'\-
unless something in the nature of a u: lt)e
strophe takes place, there would no o
much likelihood of insurance cowmpanites
incurring losses under this head. As rejl
gards rate of interest, there has been :
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steady decline in -the rates - of imdte'st‘r'
since 1932 which ‘was accesgtnated “by.,u;,',__,
redemption of 3% % Gov.ernmegt ..Pa;.;er,
New investment of life insurance.com-:
panies’ funds have shown atendh»ncy‘gog
stabilise round about 3% gross yitld:basis. .
The premiums in respect of a.large portion
of the total business now-m fprce w'ere».
calculated in the past at rates very much‘-
above 3 % gross, and insurance compa;:i:as
have suffered great ]:OSS dt{e t? ft e(;:
having been required to invest their :?Ch"
at rates very much below those at ;v ch
the premiums bad been calculate t. o
regard to expenses of x'nanageme: ,f e
premium rales ‘charged in Tespectho ‘ast.
Lusiness that was secured ;‘)nor to te "
two or three vears provide for ;a es' |
expenses very mnch helow those t :t ‘u-;
n;'aw being experienced d.ue to ste.a C)r:ar:‘,
steep rise in cost of matena'ls aud 1'n be;n
ed emoluments to staff which hvave .
in evidence for the past few vears Z?w
which are much bheyond \.vhat :?y e
could have reasonably antimpateb ;1‘{ o
past when the premiumf ‘on tl:e ;‘ml._
the business of old-estahlished life ins
ance companies were cal culated.

1f this fundamental distinction between
the business of life insura‘n(‘e .nnd 'oth.er[
c1asses of business is keptin mu:ld', it wil
be easy to appreciate the practm«tlly m}-
bearable strain that any in.crezltse l.n t‘he:_
expenses as a result of arise u} pnc‘e;atf
wages on the scale we bhave \ynr}esse 1‘n
recent years will impose on life \.nsu.rame
companies as it is clear thnl‘ it ts ?Ot
possible for them to lek‘ their existing
policyholders {o pay premiums at a higber_
rate .so as Lo enable them to meet the
additional and unexpected increase in' ‘the
cost of conducting the busiuess. ' ‘f“S
special feature of the inu.lfilily of. life in-
surance companies to adjust their selling
price in respect of past b 'iness according
to the current conditions ofNypenses has
to be borne in mind and gi

T A
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weight in deciding the salary structure,
dearpess allowances and service condi-
tions of employees of life insurance com-
panies. These companies cannot obvious-
ly afford to be as liberal as concerns en-
gaged in industrial production or busi-

' messes that enter into only short term
contracts that are able to adjust their
.selling prices inaccordance with a change
in their cost price.

It is against this background of the
peculiar conditions aflecting the business
of life iansorance that your Committee
submitted n Memorandum to Government
as regards the Labour Relations Bili,
1930, incorporating its views by drawing
particular attention to the above special
features. It was pointed oat that the Bill
as drafted coudd not be made to apply
withont considerable modification to
credit institutions, particularly 1life
insurance companies, and a suggestion
was, therefore, made that anether Bin
that will sait the pecnliar features of their
business should be brought up.  If this ig
considered by Government as not possible,
suggestions have been made as to the
manner in which the provisions of the
Bill should be altered to suit life insar-
ance business.

The avowed object of the Labonr Rela-
tions Bill is that of smoothening emplo-
yer-emplovee relations and eliminating
the diversity in Labour Laws in the diffe-
rent States in the Republic.  This object
is extremely laandalils and if attained
would go a long way, by fostering ingdus-
trial peace, towards increasing production
s0 very unecessary for the economic re-
habilitation of this country.  The object
also underlines the extremely impartial
attitude that Government propose to tike
which will promote goodwill on bhoth
sides so very eccential at the present jun-
cture. Why,/é':\ few hard facts have to be
told to ‘*ae employers that they shouid

{
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give up their old ideas and recognise the
Class consciousness that has been aroused
amongst the middle and lower-middie
Classes as a result of the impact of varjous
ideologies during the war and the imme-
diate posi-war period and, therefore,
give better treatment and emoluments to
labour, the employees, whether in fac-
tories or business houses. have in their
tarn to be told hy Government in vnequi-
vocal terms that there is no justification
whatsoever for their per capita output o
g0 down, which has been 5 de'ﬁbite feature
for a good few years in the past.  On the
contrary, the Hon'ble the Minister for
Labour ijs reported to have complained
that tower production is really a capita-
list ruse and that there was no machinery
to verify the truth ur otherwise of the
alleged steady decline in the productivity
of tabour in recent vears. The correct
measure is the per capita output and not
the total output which latter can be aug-
mented Ly employing a far larger number

of hands than what shounld ordin

arily be
needed.

That the per canita output has
enormously diminished hoth in faciorjes
and husiness houses is sy evident 1hat he
who runs can read.

In this respect the Matement of (he
How’bie Mr. Jagjivan Ram runs counter
to what hix owp colleague, the Honple
Minister for Transport, said from the
floor of the House in Febiruary 1959 while
presenting the Railway Budget, viz., that
the productivity of Raitway 1
sured by the vardstick of 114y miles and
vehicle miles has substantially  fallen
from 100 in 1938-39 ta 6-‘)'33 in
1940-50.  He also gave advice 1o labour
that not onlv mast this decline e
but an active effort must be made by it to
reach, if not exceed, the pre-war level of
per capita productivity, A vear later, in
his spesch 1ast month, the same Minister
struck a slightiy more optimistic note in
disclosing that the productivity of labour

abiour mean-

arrested
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’ 930-51.
increased to 78°1 in 1

this increased figure it is far below the
pre-war basic figure of 100. 4

Even outside the fold of Government,
the Tata Iron and Steel Cm.npan.y. whost:
scientific analysis of the sitmation can:?_
be questioned, has demunstrated gr:}ph Id
cally that the average output of ﬁm:i:h
steel per employee at Jamshedpur w
was 2436 tons in 1939-40 had fallen . lg
as low as_ 13630 tons in 1048-49 whic
only showed a slight improvement to
1766 tons in 1949-30.

This will surely indicate that a(.'(i(m at
Goveranment level both by :fdee .an:
other means it their command is ‘:e?“.“.eq
to make labour realise its responsnhllhu?‘
and come up to the level of production .m
pre-war years if not acmall'y excae(“l l.t.
So far as our husiness of life msurum? m
concerned, unless clerical labm.xr plays
the game, it will not be pusslhle"fu;
companies to return to those y-ean ‘,‘d ers
they could give a return to policyholde
in the shape of handsome honus.

'Having by vour indulgence taken up =0
much of your time in referring to matters
which :IC-C()I'ding to me are of paramount
importance at the present time, 1 sh.n\\
now brieflv refer to a few others which
hear on our activities as an Association.

Actuaries of some praminent lnsurance
Companies met in Bombay u few months
back with a view to adopting a common
formulie for charging extra premiums for
hazardous occupations and prqpare(? a
schedule of such extras. Their principal
Officers also agreed to adapting the sche-
dule drawn up. The Actuaries wfsre
gond enough to advise the Associa-
tion of their unanimous decision and
they suggested to the Association that
other Member Companies might be appro~
ached with a view to securing further

Even at .
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unanimity in regard to this matter. The
Memorandum prepared by them was, there-
fore, circulated amongst Member Com-
panies and comments thereon were invited.
A Sub-Committee was also appointed to
examine the question in the light of the
comments received from Member Com-
panies. This Sub-Commities, composed
mostly of those very Actuwmaries who
originally considered the question, has
completed iis deliberations and its Report
has been circulated amongst Membher Com-
panies and the subject will come up for
consideration before the Annual General
Meeting. I trust as a result of our deli-
berations now it swill be possible for
Member Companies to agree to charging a
uniform scale of occupation extras. '

L 4

Once it is agreed that a uniform scale.
is to be charged, it would be necessary to-
adhere strictly to the agreed scale, and'
companies must notallow themselves to he
persuaded o agree 1o a lesser extra than.
what is provided in the schedule on a
hearsay report that another company is
charging a lower rate of extra.  Itis my
experience that, when investigated into,
such reports more often than not prove to
be without foundation.  1If, bowever, it is
proved that a company, after having
agreed to adopt the schedule of extra,
later on decides to follow a separate course
it should be open to the other Members of
the Assoriation to consider whether such
delinquent member deserves to he allowed
to continue oy draw the henefits of good-
will gnd co-operation from others who
decide to stand united.

Any business or profession will become
mouribund unless its ranks are continuously
reinforced by qualified youngsters. Reali-
sation of this dictum induced the Associa-
tivn to provide for the ce"‘('f_ ation and
examination of young men ‘E}\su\»jects
relating 1o the business of life in;\\ance
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and grant them Riplomas. Our examina-
tions are held throughout India spread
over nine centres at present and the entire
course which combined with practical
experience would give a reasonable equip-
ment for senfor assistant in a life insu-
Tanco'company is spread over three Parts.
In the examinations held in the first week
of June 1950 the number of candidates
appearing fur Parts I, 11 and 111 were 93,
80 and 6 respectively and the percentage
of passess was 28, 28 and 33 in the res-
pective Parts. The comparatively low
pass-percentage should not cause any
discouragement as mostly all voung men
appearing for the examinations are assis-
tants in insurance companies and could
afford to devote the time for stadies only
their spare time outside office hours.
They have, however, an advantage over
those who appear without being associat-
ed with or employed in a life insurance
company in that the work they do as
assistants otherwise or would help them
sabstantiatly in answering the questions
bearing on the practical side of life
insurance business. Our Association is
not merely counfining itself to holding
examinations but is also imparting edu-
cation by correspondence course for
the examinations in Parts 1 and 1l
During the year the Executive Committee
framed bye-laws as regards the activities
of the Board of Education and also framed
rules for recognizing commercial training
institutions for sending up students to the
Association’s examinations.

There are two more aspects of our acti-
vities to which I would like 10 make brief
reference before closing. The first i« the
combined Mortality Investigation to
which reference has heen made in detail
by my predecessors. Some difference of
opinion amongst Actuaries attached t.
companies at the various centres as 1o
the period_the experience of which is t,
be analysed due presumably to difficultie
in compiling the requisite data hag
practically put a stop to our progress,
This should be ironed out as early as
possible and efiorts made to secure agree-
ment as reggrus'the period, however short
it be, rala:.?t:g to the immediate past so
that w7 can straightaway proceed 1o
con,/t the data and take in hand the
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analysis there‘bf and anew Mortality Table

may be made available without undue
delay.

The next point to consider is as regards
starting of aon-medical business for
policies of Rs. 1,000 1o begin with. This
was taken up for consideration some time
back and given up as difficolties were
anticipated as regards all Member Com-
panies agreeing to a uniform procedure.
The provision regarding limitation of
expenses appaaring in the new amendment
Act may perbaps force Member Companies
to give further consideration to this

matter. I shall leave it at that for the
time heing.

STERLING GENERAL
INSURANCE CO., LTD.

Head Oftice: NEW DELNI.
Oontrolling Office:

10, Linghi Chetty Street, G. T. Madras

Paid-up Capital Rs 12,50,005
Total Assets Exceed Rs. 47,006,000

One of the Leading and Largest Capi-
talised Composite Indian Insurance
Companies.

FIRST VALUATION SURPLUS
Rs. 105 184
l * ON INDIAN BUS’N‘ES'S.

Traneacts
LIFE, FIRI, MARINE, ACCIDENT,

AVIATION & ALL RISKSN, Eic.
Branches in South India:

Bangalore, Cochin, Coimbatore. Colombe,
Kumbakonam, Madura. Mangalore,
Secunderabad and Vijayawada

K. S. Ramamurthi, M. A
DEPUTY GENRRAL MANAGER,
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Late Mr. J. C. Setalvad

As I Knew him
g By P. RAMASWAMI, &. A,
(Branch Manager, Industrial & Pradential Assce., Co., Ltd, Madias.)

It is highly creditable to the late
lamented Mr. J. C. Setalvad tkat he had
built up two g.opd and decent institutions
like the Ihdusirial & Prudential Life
Assurance Co., Ltd and The Vulcan
Insurance Co., Lid with a strong and
influential directorate. Even though born
with a silver spoon and had the commaund
of all luxyries and coaveniences in the
house of his illustricas father, Sir Chi-
manlal Setalvad, he preferred the career
of a business man in the city of Bombay
to his father’s profession as a lawver.
Having watched and carefally studied the
successful growth of Indian Life Assur.
ance Companies like the Oriental, 'The
Empire of India and the Bharat who got
full support from the then politically
conscious Indians, Mr. livanlal saw great
possibilities for Indian life Assurance.
In the vear 1913 he organised the Indus-
wrial & Prudential Assurance Company
with an infleential and prominent Board
of Directors and with Sir Pherozeshah
Mehta as the first chairman,  His conser-
vative and able management made the
solid foundations secure.

A{ the end of the first World War,
though the progress of Indian Life Offices
wax  gaining  ground 1o xome extent,
General husiness was ¥irtuaslly a monopoly
of the foreign companies. In 1919,
the slow industrialivation of the country

was gaining support as a result of the

war and this was really an encouraging
factor for Indian interests to enter the
goneral field. When companies like 'Newl
India, Jupiter, British India General and
Universal were being promoted for general
business, Mr. Jivanial with his charac-
teristic zeal and energy organised the
Vulcan Insurance Company Ltd', with
great foresight. By his bard work and
persseverence the “*Vulcan’’ has attained
conspicuous success in the general field.

Late Mr. J. C. SETALVAD,
Charrman,
Industrial & prudential Assce., Co.. I,

and Yulcan Insurance o., ILid
—_—4] - \
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In the earljer years when Indian lausur-
ance was not gfaced so much by our own
nationals as it is being dome to-day,
pioneers in the field like Mr. Jivanial bad
to labour very much to instil confidence
in the insuring public. As a matter of
fact, he mentioned to me that he was fed

®and ciothed by Sir Chimanlal, his father,
and withont any remuneration from these
infant companies be used to birea Victoria
and go ronnd and meet the prominent
businessmen of Bombay almost everyday
to inflaence business for the two compani-
es. He has built up great integrity and
high standard of service in these two firms,

‘He was very popular with the commer-
cial community of Bombay who used to
seek his advice very often on many knotty
problems. He always unreservedly ablig~
ed them to the hest of his ability. He
was twice President .of the Indian Mer-
chants Chamber of Bonhnj and President
of the Federation of the Indian Chambers
of Commerce: and Indusuirv. He atso
served in the Food Advizory Council and
Port Trust, Bombay. He was the founder
and the President of the Indian Insurance
Companies Association, Bombay, for
number of years. He served in the com-
mittees appointed to advise the Govern-
ment to change or modify insurance legis-
lation. When the Incurance Amending
bill comtaining provisions for timitations
of expenses, capital structure etc., was
held over for some years during the ;-
vent of the National Government he
pleaded for its early introduction in the
Indian Parliament so that the presﬁ«'g,e of
Indian Insurance and its secwrity may be
irreprochable.  He plaved a prominent
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part in the agitation that the Indian Go-
vernment should meet the major claims
for losses incurred in the 1944 Bombay
Explosion and thus saved the Indian In-
surers from the calamity that otberwise
would have threatened them,

.

Mr. Jivanlal wasevery inch a gentleman,
He was vary generaus 1o his friends, reta-
tives and emplovees. They were all very
much attached to bim and **}Jivynlal’’ was
a very endearing name to them. Almost
daily be loved to share lunch and tea with
his several friends, cracxing jokes and
keeping them all chaerful. As an emplo-
ver, he kept strict discipline but at the
same time realised the needs and difficul-
ties of his s1taff. He was very kind to his
staff and gave recognition for merit and
bard work. He jovially mentioned once
that the old must give place to the vonng
to occupy high positions in life when
they are fit to discharge such doties.  Ile
was awan with indomitable will power.
Though be was ailing with sickness foy
the last two vears and virtually bed ridden,
he was enthusiastically carrving un all
important work of the two institutions in
his charge. He attended importiant meet-
ings, having been carried to the places on
a chair by 1ify,

He died in harness but in vreat siorv,
He was the foonnder of the 1wo institu-
tions which he built from strength to
strength and attiwined the highest posi-
tions in both as Chairman, He alwavs
championed the cause of Indian Insnrance
to the last day of his death and hix loss
bas left a great void in Indian Insucance.

ot ———

Mr. K. Y. Joshi entertained.

Waell-deserved tributes were paid to
Mr. Joshi 8.A.,F.1.A., Manager, Western
India Life lnsurance Co., Ltd., Satara on
23-3-51 at a party got up by Mr. V. H,
Khadilkar, Madras Branch Manager at the
office premises. Mr. Joshi who is a
Committee Member of the Indian Life
Offices Association came on a visit to
Madras to attend the Conference o f
Indian Life Offices held on the 22nd and
23rd March. Fhe party was well attended.

Speaking first, Mr. R. Raghupathy,
Editor, Indjan Policy-holder, pointed out
the sound financial position of the com-
pany almost from the very beginning .and
praised the management for tbe efficient
conduct of its aftairs. He said the Cou.x-
pauny is one of the very tew Life Offices in
the country that did not fail to declare
bonus to the policyholders, war or no war.
He also referred to the comparatively low
rates of premium charged by the company
and to the decent bonus returns to the
policybolders.  Finally he appealed to
those present to extend to the company
their hearty support in their efforts to
organise this province more effectively.
Mr. S. Venkatachari of the *‘Fasterns’’
speaking next said that some twenty vears
back when he was a stranger to insurance
business, he glanced through the Indian
Insurance Year Book and was struck by
i1s very low expense ratio and most
economical management. He felt happy
to find that the company continued to be
managed on the same sound lines even
to-day. In recognition of this special
merit of this company, be said, that Non-
gazetted Officers’ Association., Madras has
preferred this company for their members
for Life Insurance.

Mr. Joshi, in bis speech, outlined the
more important sections of the recently
amended Insurance Act and said that those
provisions would, if properly worked out,
amply safeguard the interests of the
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policyhalders in the country. These pro-
visions, he said, would not impose any
strain on the working of ‘‘Western India’’
which is already within the healthy limijts
envisaged in the Act whereas many changes
and readjustments had to be made by various
companies, big and small, to comply with
the requirements of the law. Mr. Joshi
also referred to the large development that
bas taken place in the company’s organi-
sation in this province and appealed to
the field workers to help the public in
choosing such Policies that would really
suit their needs and purse. He dwelt at
length on the duties of the field workers

in rondering effective service to the °
policyholders. Service to policyholders,
Mr. Joshi said, meant offering timely
advice in respect of revival of lapsed
policies, in getting loan from the company
op their policies, when the need arises
and in assisting them in the settlement of

Mr. K. Y. JOSHI ».a,,¥.1.a,,
Manager ~...,
Western India Life Insuram\\Co.. Lid,
. =N

AN

\
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of claims. In conclusion, he exhorted the
Teprosentatives mot to rest on their past
- achievements but to continue to do better
still so that the Madras Branch may
occupy the foremost position in the
orgamisation,

Mr. Khadilkar, thanki ng the guests who
Tesponded to his

invitation, mentioned
that the Madras Branch has considerably
developed in the last few years and in the
matter of new business in 1950, the
Branch occapied the second position
among the various Offices of the company
outside the Bomhay Province where the
Head Office.is situated. He said that the
discerning public were not slow in their
choice of ““Westerp India’’ for their
inserance needs and appealed to those

present to patronise the company more
and more.

Hindusthan Co-operative Insurance .
Society Ltd.
Mr. B. C. Ray Entertained.

The Senior Assistant Secretary of the
Hindusthan Co-operative Insurance So-
ciety Ltd, Mr. B. C. Ray, M.aA., A.C.1.1,
(Lond) visited the Divisional Superin-
dent’s Office of the Society at Coimbatore
on 1st Aprit, 1951, I honour of his
visit a pleasant party was got up hy the
Divisiona)l Manager, Madras and staff
which was attended by prominent citi-
zens of Coimbatore, Introducing the
distingnished guest to the gathering Mr.
T. Anantachariar, B.A., Divisional Mana-
ger spoke a few words on the henefits of
life insuwrance in general, the growing
insurance conciousness among the publir
which needs keeping up and being improv-
ed upon and the pioneer work that the
Hindusthan Co-Operative has heen doing
in this direction for the last 44 vears.
He also introduced to the gathering My,
B. C. Dev, their new Divisional Superin-
tendent of the Coimbhator

e Office and
hoped that their agents, constituents and
prospects will give him their whole=heart-

ed co-operation and enable him to serve
their interests in ap ever-increasing
measure, .

After Ter~ Mr. B. C. Ray was introduc-

ed to/'.e Society’s agents, doctors,

[Marcr 1951

policy-holders and other prominent mem-

bers of the public pressnt with whom he
spent a pleasant half hour. The function
was a grand success.

Hiudusthan Ideal Insurance Co , Ltd.

A Branch Office of the Hindusthan
ldeal Insurance Co., Lid.,. has been
opened at Mahalakshmi Mansions, James
Street, Secunderabad. Mr. P, V. Ramaniah

has been appointed as their Branch
Secretary, :

Mr. Ramakrishna Dacs Gupta till recent-
ly Chief Agent of the Hindusthan Ideal
Insurance Co., Ltd., has new heen ap-
pointed as their Branch Secretary at New
Delhi,

D g
.

At an extraordinary special meeting of
the shareholders of the Hindusthan ldeal
Insurance Co., Ltd., held on 25th March
1951, Sree K Bubba Rao Naidw, Vice-
Chairman, Ancira Bank Ltd., was ap-

pointed Dire or~in-charge, Genera)
Depariment of

e Company.

Insurance Association of India

In purswance of the provisions of Rule
12=A of the Insarance Rules, the Control.
ler of Insurance has notified a complete
list of members of the Life Insurance
Council and the General Insurance Coun-
ci) of the Insurance Association of India.

Life Insurance Couneil -

Members e 183
Associate Members .., 20
General Tnsuranee Cowneil

Members .. 101
Associate Memhers . 101

Out of 185 Members and 20 Associate
Members in the 1ife Insarance Council 41
and 9 vespectively are from calcatta. Out
of 101 Members and 101 Associate Mem-
bers in the General Insurance Council 18
and 72 respectively are from Calcutta
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Ge cil and .;ecliunal
Regional Counci an :
Madras Commitioss

elected
llowi persons were
M;rr:l:er:(:)f theuﬁadras Regional . Council
of the General Insurancz: Eo.u:::ai‘l‘.
Rau, air )
R{(: g Il:?nl](:ed, Deputy Chaiman
Mr. B. S. Badradri
Mr. R. E. McLellan
Mr. T. S. Muthaswami
Mr. E. Natesan
AMr. G, V'enugopal
The foliowlng gont‘lleml‘?seha\]\'t;alm: dau':s
erve on the v B ¢
;‘}?:::?l;ze:ms Sectional Committees:

FIRE

S, Muthuswami, Chairmaa.

i . T. ! i rma '
Qi: G. B. Veeraswami, Dy. Chairman
Mr, R. E. McLetlan,

Mr. C. N. Reed.

1k\lr. M. Sadashiv Rao.

;\Ir P.V.K. Shanmugam.

Mr. G. Venugopal.

MARINE

- . N Reed, Chairman.

Q}: S R. Mandiam, Dy. Chaiiman.
i\'lr. E. Natesan.

Mr. 8. P Puri _

Mr. A. M. Soundararajan.

Mr. M. N. Talwar.

Mr. G. B. Veeraswami.

MISCELLANEOUS

Ar. M. Sadashiv Rao, Chairman.

Mr. G. B. Veeraswami, Dy. Chairman.

Mr. B. S. Badradr'i. .
Mr. Dwarakadas ".\:\m? andas.
‘\Ir. T. 8. Muthuswaml.

AMr. RO R .\alk

VMr. A. R, Srinivasan.

Insurance Placed under Finance
Department

The Department of Insu
placed from February :l
Ministry of Finance of the

ndia.
::(el .\"[inistry of Commerce
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rance has been
last under the
Government of

ealt with by
1t had hitherto been:nd Industry.

ViR
48.¢v

o

C. Bhafta-

Y derstand that Mr. P. C. -

}:‘hir;}l;e; Jt. Secretary, Fipance Depan.f
ent, has heen given the charge MQ .
lln ance. He will be assisted by Mr. .
ns‘llit Kaul, 1.C.S., who will deal directly

?r.xd s'ole\y \,vith the Insurance Department.

Empire of India Life Assurance Co., Ltd, -

Mr. M. S. Sastry, Branch Secretary of ©

i ce of the Empire of 1ndia
;hi?'eKzt&kslsr:::(:l?lgm Co., Ltd., entecl;-tain:(‘l_
s:h i Duvvuri Ramakrishna Rao ar;sth..
Raj drv at a Tea Party on
R;Uahhmuln951' at 4 p M. in his Office Pre-
M?tc the occasion of his great sacri-
fice ¢ Onh' complete wealth worth about
fice of 0‘(;00/- to Sri Ramakrishna Mutt
R, 5\7[?ss'ion. Shri Nityabhoda_nansda;
':nd Ji'i the President in-charge of dr
bwamk]ri:hna Mutt, Rajahmundry
R“m.adedA over the function. A larg;
D heri of Officials, Non-qﬁcxfxls an
gathenr‘xg‘en attended the function mclu.d:
?:ii?giix Municipal Chairm\;;ms, %»mgm;:—

¢ i . etc. A . .
o Er’?‘nlz:rt:;t:as:suy. P. Brumda-
. d' Dr. P. Ch. Subrabhmanyam a_nd
s« izn spoke on the occasion prais—
o me 'F;';;gnnx done by Sbri Duvvur(;
R lhe. unarao Garu for such nqble an
Ramakri® rpose.  Sri D. Ramakrishnarao
Sa?red ~p‘:e§:\{ed describing the manage-
sultahl,‘f tbe Gift given by him. The I’r.e‘-.
Tt Shri Nitvabhodananda Swamiji
N !‘ the functions and d\'mes of the
t‘:;\r:la;e: well as the administration of the
Mu S

trust fund.

5. Sastry thanked all
T st, Mr. M. 5. Sastry .
tb‘h;u‘;(:tl who attended the function,
e Sis ) :
which ended in grand success.

Shri Pvdah Sriramakrishnaiah, Jamindar,
Shri y ‘ ) 3 v . . 3
Kakinada entertained the party at Dinner
the sime night.

All India Insurance Field Workers
Association.

v i1 of the All India lnsurance
F'rhde\(\:’:;:l?:r‘sl Zssociation, Calcutta met
fot ‘ontroller of lnsurance, Government
o (Igil; at a Conferencehgld on Wednes-
(()i[ ?n the 21st March, 1951 the7 Com-
n:ii)t'tee Room of the Benge ' National

N
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Chamber of Commerce, Calcutta, In
course of discassion, Sri B. D. Mukherjee
Presifient of the Association referred lc;
certain sections of the Insurance Act re-
lating to Insurance Field Workers and
emphasised the fact that those particular
secuons.o( the Act would be detrimental
to the interest of the lnsurance Field
Workers in their day-to-day practicatl
Yorking. The Controller of Insurance
gave a very patient hearing.

Many of the members

i present joi

discu.sslon and mention mayi b:edm;::

gfng B. N: Mukherjee, General Secretary
ri B. N. Choudhury, Ex-Vice-Preeiden;

and Sri Dekhamay Sarkhot. .

Prominent amon

gst th .
S S Kahat S B
ose, Bhadev Mukherjee, Sri M. N.

Khasnobis, Sri N. Ch
o T N akrab :
Sri R. C. Basu and otlmxf:;.ony (Oriental)

Indian Insurance Institute

The President and membe
g:‘ncncil of the Indian Insurancresl
tl’on::uafmet Mr. M. A Aziz Ansari Con-
ol '13' oPInsurance, Government o;' India
oy th:aC art_v.held on 18th March, 1951
ot omwittee Room of the Bengal
¥ onal Chamber of Commerce (P-11
Mission Row Extension, Calcutta) ’

of the
nstitute,

Sri S. N. Roy Choudhury,

;h%el;smute placed hefore the Controller
Memorandum of subjects for discussi
which eontained :- S

President of

(1) Section 27 — Privisions

Investments regarding

(2) Statement under Section -
2IAG) & 9} ction 28(1) & (2(;

(3) Section 31A (1){(v) — Provisions

lating to Managers etc. e

(4) Section 10('_)

— Separatic
& Funds. ) Separation of A/(.S’

-

(5) Regulatifh of Employment of Speci

agenps, al
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(6) Clause B of Section 44 — Prohibition

of cessation of
. aym -
mission, payments of Com

(7) Section 28 — Sya
28 — Stat _
of Assets. ement of Investment

In course of discussion Sri

dhury apprised the Controlle]lz'o{)f lCnI;:‘:-
ance o.f the administrative difficulties that
are beu}g experienced hy the Insurers l‘n
com;{l):lng with  the aforementioned
Provisions. of the Insurance Act. The
‘Controller gave a very palie-n‘t hearing
and assured the Institute that he would
examine the issues raised by them.

Prominent amongst those present were:-

Sri gI.Dutta(Secretary, Hindusthan Co-op)
v S Ié Bose (Manager, NationarIndian)
ve ﬁ}ah.ml?;o_lv)(f\lg.({)irector, Aryasthan)
v, a Dutta (Ma > T
»» H. K. Sen, Acluar:?ger' Goneral Ase')
»» A. B. Chatterjee (Secretary, Metropo-

. lit;
»» S. Bagchi (Bombav Matual) ftan)

-» H. C. Naug (Mg Director, Palladium)

: (_Qhose, Actnary

»» 5. K. Acharrya Choudhury (Banga-

U. N. Pal (India takshmi)
N. P n Ec

» B. B Mukberjee oromic)

. Bv. N. Mukherjee

»» N. C. Ghosh

»» A. C. Nivogi

S -

<n"r\'i ]:-'ui'h(?b““"h“'.‘" Jt Secretary and
: D, Nrkshr were ‘ i Y
Guests, b attention 1o the

Oriental Life Office - Madras.

Mr. 1.. S, Vaidvanathan ‘
:\Iannger Qf'lhe Oriental Ilf:[(\)ﬁ;r:eAr’l'urp-
::g 'h'v" "lsll‘ teo Madras 1o presid; over
Lifedn(g;?} §eneml Meeting of the Indian
22-3_]((;;: -l.::snm:ninn, unveifled o n
2 portrait of Mr, F. E.
‘\);utr:], t.‘l\xte First Indian Branch Secretary
e e': adras Branch and the first Indian

puty Agency Manager at Head Office
});esesntefi to the Office by Mr. \ S Gil’i:
! el enior Inspector’ under the Branch
and who had served under Mr. Vaid. Mr.
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Vaidyanatban spoke higbly of the qual-
ties, head and heart, of Mr. Vaid especi-
ally as the great man who paved the way
for the Indianisation of the Company be-
.ing the first Indian to occupy the afore-
said high offices both in Branch and at
the Head Office.

Mr. N. Swaminathan, B.A J.P., Branch
Secretary who started his career under
Mr. Vaid three decades ago accepted the
portrait with thanks paying warm tribut-
es to the grest qualities of Mr. Vaid.

Party to Mr. 8. D. Srinivasan

Mr. R. Parthasarathy, Branch Secre-
tary, National Insurance Company. Ltd-,
Madras Branch, with his Staft Members
and team of field-workers bad the privi-
lege of meeting Mr. S. D. Srinivasan,
the Company’s Manager, when the latter
paid a visit to the City recently ia con~
nection with the Annual Conference c_)f
the Indian Life Assurance Offices Associ-
ation. During Mr. Srinivasan’s visit,
many problems connected with the com-
pany's business and extending organisa-
tion were discussed, and conclusions
arrived at.

Mr. S. D. Srinivasan’s readiness to meet
the Company’s workers and discuss their
difficulties face to face, his cheerful dis-
position, alert mind and rich experience
made a deep impression on all those who
had the privilege to meet him. Before
bis departure to Calcutta, a grand party
was arranged by Mr. R. Parthasarathy,
the Madras Branch Secretary,in which the
Company’~ workers and the Branch Staff
participated. O1d memories were refre-
shed, aad cordial words exchanged.

Mr. S. D. Srinivasan left for Calcutta
leaving the branch richer by his presence
and Mr. R. Parthasarathy and his able
team of workers more enthused by his

visit.

Completed New Business figures during
19580 of some of the Indian Insurers
are given below.

<.
Oriental Govt. Security Life 20,51,50,303
Hindusthan Co-operative 13,75,00,000
Bombay Mutual 4,10,10,950
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Bharat Insurance Co., ..  3,50,77,750°
National Indian Insurance  3,06,90,000-
Eastern Federal Union 1,21,36,900
Central Mercantile Assurance 38,48,000
Sabyadri Insurance Co., Ltd. 36,61,750

The popular Insurance Oo., Ltd,,

We note with pleasure that the Madras
Branch of the Popular Insurance Co., Lid.
has completed the largest amount of new
business during 1950 in the entire or-
ganisation of the company. We con-,
gratulate Mr. P. R. Krishnau, the Branch
Secretary, on his fine performance and
have no doubt that his tenacity of pur~
pose and determined efforts to organise
the area in his charge will belp introduce
greater volume of business in the years to
come.

A new appointment

Mr. M. Madhava Rao, who was formerly
connecied with The General Assurance
Society, LLtd.. for a long time has heen
appointed as Manager, Madras Branch of
the Free India General lusurance Co.,
Ltd. Mr. Mahdava Rao commads good
experience in the profession and trust the
business prospects of the company will
improve a great deal under him.

Annual General Meeting of
Life Offices’ Association

The twenty-third Annual General
Meeting of the Indian Life Assurance
Offices Association was held in Madras on
21st March, 1951.

The Executive Committee of the Asso-
ciation met on March 20 at 11 A.M., at
«United lndia Life Building’’. Mr.
L. S. Vaidyanathan, President, was in
the chair. The following members of the
Committee attended the meeting :—

Mr. S. C. Roy, Mr. D. S. Subramanyam,
Mr. K. Balasubramanyam, Mr. S. K.
Desai, Mr. K. Y. Joshi, Mr. T. C. Kapur,
Mr. N. V. Nayudu, Mr. T.R. A. Pai,
Mr. K. R. Puri, Mr. S.D. Srinivasan,
Mr. G. H. Thakore and M= V. H: Vora.

The Annual General Meetiqg which
came off on the 21st with Mr. L. S.‘({idya—
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nathan-in the chpir was fairly attended,
more than thirty companies being repre-
sented. Some of the glaring defects of
the Insurance Amendment Act came up for
sharp criticism in the presidentia} address
delivered by Mr. L. S. Vaidyanathan,
The text of this address is published else-
where in this issue.

.

- The following members were elected to
the Executive Committee : Messrs. T. R. A.
Pai (Canara Mutual), D. S, Subramanyam
(Andbra), K. L. Gupta (Bharat), J, N.
Heredia (Asian), V. H. Vora {New lundia)
and K. Y. Joshi (Western India). The
Exocnnv? Committee includes also Messrs.
L. S. Vaidyanathan (Oriental), S. C. Roy
(étyasthan), N. K Bbhartia (Free India),
A: B. Chatterjee (Metropolitan), L. P.
Goculdas (Javabharat), T. C. Kapur
(Bombay Mutual), M. N. Seth (Sterling
Generzfl), B. K. Setalvad (Universal), S,
D. Srinivasan (National) and G.
Thakore (Bombay Co-operative).

At the first meeting of the Executive
ommiitee the following members were
co~opted :—Pt, Brahma Datta (General
Assurance), Mr. S. K. Desai (Devkaran

ﬁ]ad!?::)), and .Mr. S. P. Bosge {Nationai

The Committee elec i
cted the
r rers - fnl)()wmg

President : Mr S. C. Roy
;. Mr. 5. €. Roy (Aryasthan);
Deputy Presidents: Mr. D. S. Su!}:ram:nnv)-
:m ({}ndhn)l) and Mr. T, C, Kapur (Bom-
ay Mutuat); Honorary Secretary: 4
H: Vora (New India). ety e V.

. The report of the Sub-Ceommittee which
nade‘ recommendations regarding extra
premiums chargeahle for covering t)(‘(fl; W
tmnz.tl risks wasx accepted witg sli l'h;
mndl_ﬁcations at the Anppuga)l Gerf:ml
Meetlng and the Executive Committee w:u
authorised to review scales of extra fm‘rﬁ
time to time, The Sub-Committea was
composed of the following actuaries : "

Messrs. S. N. Vaidva, V H.V
S. N. Vaidya, - H. Vora, M,
g. Soh(.m!e, D. D. Markan, R, Culri’e
. D. Srinivagm: 1nd K. Balasuhramanyﬂm:

It may/5e noted in this connection thyt
endea“vurs are thus being made for the
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first time to introdwce uwniform occupa~-
tional extra throughout India.

) There were some proposals for amend-
ing the constitution but these were not
passed at the Annual General Moeting as
required by the Articles.

It was decided to hold next annual
general meeting in Calcutia area.

The Executive Commitiee met on the
23rd and discussed the recent proposals
regarding income-tax on Life Insurance.
It was decided to move the Government so
that proposals for increase of income-lax

in regard to Life lnsurance might Lo
abandoned.

THE
' Industrial & Prudential

i Assurance Company Ltd,

(ESTABLISHED : 1913,

PROGRESSIVE FEATURES:

" New Businesy Completed
in 1950 Over 2.36.90,000

: Total Business in force I18.00,1:0 000
- Total Assets . 5.00.,00,000

Applications are invited in unrepresent-
ed Districts for Special Agents and
Licenced Agents.

HEAD OFFICE : jMADRAS BRANCH *

' Industrial Assce, Building . 10, Lingha Chetty St.
FORT, BOMBAY. G. T. MADRAS.

———
—— .
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Mr. P. S. Kumaraswamy Raja, the Chief
Minister of Madras inaugurated the Fifth
Insurance Conference at Rajaji Hall held

under the auspices of the Indian Life Assce.

Offices Association on March 22, Mr S. C.
Roy presiding. There was a representa-
tive gathering of insurance men from all
parts of the country including members of
the public. Mr. M. Ct. M. Chidambaram
Chettyar of the United India Life Assur-
ance Co., Lid., Mr. S. Parthasarathy,
Managing Director of Prithvi Insurance
Co., Ltd., aid Mr. L. S. Vaidyanathan,
the retiring President of the Axsociation
spoke on the occasion on the development
of the business and its role in the economy
of the nation.

On March 23, the Conference reassem-
bled at Upited India Bidg. at 11 A.Mm.
when the following papers were read.
Prominent insurance men participated in
the debate that ensued on the papers read.

THE INDIAN POLICY HOLDER

“Importance of Medical Bxamimation®in-

Life Assurance’” By Dr. K, Sithapathi,
Chief Medical Referee, Andhra Insurance:
Co., Ltd.

“Organisation Problems of Middle-siz-
ed Life Offices in the light of the Insur-
ance Amendment Act, 1950’ By P. R.
Gupta, M.A., F.c.1.1., Life Manager, Ruby
General Insurance Co., Ltd.

““Underaverage Risk’” By H. K. Sen,
M.SC,, A.C.I.1., F.F.A., Consulting Actuary,
Calcutta.

*‘Mechanisation of the Operations of a
Life Office’’ By V. H. Vora, B.sc, F.1.A.,
Life Manager, New India Asscé. Co., Ltd.

*“Office Personnel and Measurement of
Efficiency’’ By N. V. Nayudu, M.A,, B.L.,
F.1.A., Manager, United lndia Life Assur-
ance Company, Ltd.
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Debenture Capital.

*
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THE

SOUTH INDIA CO-OPERATIVE

INSURANCE SOCIETY LTD,,
Armenian Street, MADRAS.

President : Sri V. Parthasarathy, B.A, B.L,,
+ An ldeal Co-operative Life Office. ﬁ

Purely a policy-holders’ concern without either Share or

Entire Profits divided among Policy-holders only.
Most attractive terms to Insurants and Agents,
lssues Policies from Rs. 100 to Rs. 10,000,

Further particulars can ke had on application.

PE=DT—I DA S A= =25 JT==0 Q=D A==
f *

V. VENKATACHALAM, M.A., B,L.,

Secretary- e,
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Far Insurance of Every Description

Consult

VANGUARDS

Competitive rates of premium,
prompt and efficient service to
policy-holders, and liberal policy
conditions are our watch words,

Wanted Agents on very attractive terms

- THE VANGUARD
INSURANCE COMPANY LIMITED

THE VsANGUARD
FIRE & GENERALINSURANCE CO.-LTD.

Head Offices: “vANGUARD HOUSE"
11 & 12. SECOND LINE BEACH, MADRAS 1
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Review

The role of the

HE Hon. Sri C. Rajagopalachari, the

present Home Minister of the Indian
de)wering the welcome address
Krishnaswami lyer, per-
forming the inauguration ceremony, the
Vanguard lnsurance Cowpany, Limited,
came into existence on the 14th of
Though many were gene-

Union,

January, 1937.
rous enough in those diavs to express their
good wishes for a prosperous career of the
Institution, it was only a few that could
imagine the role that the Vanguard Insu-
rance Company would glay in the luture
of Indian lnsurance. But, Mr. H.D.
Rajah, the General Manager of the Com=
pany, who wax solely responsite for the
floatatian, development, and management
of the lnstitution, had no doubt in his

Sri C -Rajagopalachari.
Hore Minaster,

CGorerwment of Tudio.

mind  of iv great future.

achieved in the course of & decade, or »o.

“Vanguards™

‘Mr., H.D. Rajah’s unique achievement in General Insurance Business.

He had he

vision to see clearly what wis going te be

in Indian Insurance

Unlike a great many others, he found a
tremendous scope in Motor Insurante Busi-
ness and with a rare courage he started
transacting only Motor Insurance Business
and that too as a noa-tarif Company.
He was a pioneer in this respect in South
India. To the rurprise of many of his asso-
Mr. Rajah came
out successful in his eftorts. The res-
ponse of the public was really spieﬁdfd
and the Company made out a decent prdﬁt
even in the first vear itself, to pay the
dividend on its preference shares. In its
third vear of service, the Company ex-
activity to the island

ciates and competitors,

tended its husiness
of Cevlon where practically Insurers of
U.K. origin wereenjoving amonopoly. As

MR. H. D. RAJAH
General MaTager,

(Vanguard Inswrance (\ th )
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a non-tariff Company, the Vangaard was.
able to ofter efficient service at attractive
rates of premiums and successfully com-~
pete with those long established, resouar-
cefal and powerful Insurers and win over
the sympathy and support of the locaj
public. Thus, in the course of a few
years, the Company was able to consoli-
date its Motor Insurance Business in such
a way, that a steady and substantial pre-
mium income was assured to itevery year.

Late in 1938, the Compauy commenced
transcting Life Insurance Business, and
though the progress had been a little staw
in the first few vears, the
transacted on

husiness was
sound linex.  Qnly
first class lives were entertained, expenses
were reduced to the barest minimum and
Life Fund was
judicious}y,

very

built up and invested
The resalt bad heen thi
even the first valvation discinsed » Sur plas
which was hailed as aunique record iy
the history of Indian Insurance. In the
years folluwed, the Company was able 1o

\ 2 |
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There are now about 240 Companies
transacting insurance business in India
out of which unly about 20 Cumpanies
were able to declare dividends consisten-
ty for the past 1)

vears. Fven of these

" 20, only 12 companies have been able to

declare a dividend of more than
cent,

10 ‘.cr
The Viunguard Insuran-e Company

is not only one amongst these 12 com-
panie:, but one thiat hobds the foremost

position. For the vears 1040, 1041 and

1942 the percentage of dividends patd wis

at 12018 0 for 1042 6%, 1933 10 Y,
1044 124 8 0 for 1045 ad 1040, 10 %
and for 1937, 104N, 1040 ¢ 12 4%, . Oy

the whole 1he Compin paid o ity <hare-
holders 123 % of the capital invested Ly
them in the short period of o decade, Tt
irwarand achiewement never . cmpliched
by any tnswmrance Compant in the first ten
vears of ity caveer,

. Vanguard Fire & General Insurance Co.. Ltd..

The Vanguard Fire & General Insurance
Co., Lu., took is hirth in 1941 ux the
first non-tarif Company in South India.
It bas heen almost a pioneer in the field,
but has nothing to regret for its ventures,
With a paid up capital of Ry, 15 Lukhy,
the Company, under ihe direction
of Mr. H. D, Rajah,
onwards

to progress.

and management

marches from progress
An lnstitution recognised
by the State Governments of Travancore,
Mysore, etc., for purposes of re-incurance
in respect of Motor Insurance, it i« POwW
powerful competitor in the fiel( of Tndiag
Insurance and particalariy in South Ludia,
The Company bhas so far declared a toty)
dividend of 34.05 per cent to ity share-
ho)ders,jwrecord that could not te attain.

ed by any other insurer of its ave,

Both the Companies, The Vanguard
Tnsurance and the Vanguard Fire & Gene-
ral Insurance, are now housed in their
own patatial buitding in

Beach, Geaorge Town, Madras.

secomnd  line

In ~hort, the <pectacalar growth aud
sitisfactory  financial  position f  the
“VANGUARDS has been the gteome of
the wenius anil My, H D
Rajah, Coitneless v ey

organise  their various departments and

strencth  of

whao o abaoured

who feurlassiy

practised whoao be consi-

dered 1o be the best in the interests of the
business undete)red jhy the time-worn pats
terns of ;3

number  of Cogaervative com=

panies, which 1., mimds seemed

many  friends and
Mr. Ka.ah, with his origical
turn of wind, is reallv an inspiration.

ovsner

insuperable, his

collengnes
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WESTERN INDIA

LIFE INSURANCE (o, Lro .
SATARA.
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SERWCE.CIaims Paid Exceed Rs. 2 Crores l
SECURlTYiFum_ls & BAssets Rs. 415 Crores
POPUL ARITY'

Over 1.50,000 Policyholders
ECONOMICAL MANAGEMENT:

e

. - X
Renewal Expense Ratio 12

“%”

-

-
.
.

Highly remunerative openings for ambitious and influential persons

. l[’[’/l {or -
' V. H. KHADILKAR. B A, B COM.

. Purushotham Bldgs., Mount Road, Madras.. . &

Branch Manager
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