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Insurers Confer — Importance of unity

among them stressed

ORIENTAL

(India’s Leading Insurance Combine)

0NE of the points that was considered as of utmost importance requir-

ing immediate attention at the 9th Indian Insurance Conference
held at Bombay during the month was “Unity” among the ‘managements
of Insurance Institutions functioning in Tndia. Indeed it is a sad re-

c flecticn on the part of those whose actions, whatever their justifications
FOR LIFE, FIRE, MARINE AND ACCIDENT P !

. be, tended to dispirit the Insurers in general and thwart the efforts of so
including Specialized BOILER EXPLOSION AND many for so many years for promoting “Unity”. Sir Cowasjee Jehangir,
MACHINERY BREAKDOWN COVERS. Bart., G.B-E. K-C.LE., J.P., an outstanding personality in politics, com-
merce and industry, and one who is closely associated with the business
and legislation of Insurance in the Country, in his inaugural address did
not like to indulge, perhaps contrary to the expectations of a gentleman
chosen to inaugurate an Insurance Cooference, in platitudes about the

OVER Rs. 200 CRORES advantages of Life assurance to the individual and to the country at large,
or the progress that has been made by Insurers in the past, but laid stress
CURRENT RATES OF BONUS: on the necessity of Insurers imposing upon themselves certain obligations,.
an important onme of which being *that Insurers should take concerted

Rs, 15 Whole Life, Rs, 12 Endowment and not unilateral action with respect to all vital matters.” Mr. 8. D.
per thousand per annum - Brinivasan, M.A., F..A., President, Indian Life Assurance Offices Associa-
tion, in his address at the 26th Annual General Meeting, recounting the
varions achievements of the Association in the past also made a fervent
appeal for co-operation from all Members. To quote bis own words
“The future lies in our hands. We can make or mar it.  [f some of our
representations did not get their due consideration from the ‘Iovernment,
1t was because of the fact that the Association did not always succeed in
putting a solid front. ...... If service to Indian Insurance must be our

ORIENTAL GOVERNMENT SECURITY LIFE ASSCE. Co. Ltd. real badge, individual members must cease to be selfish for their own
ORIENTAL FIRE & GENERAL INSURANCE Co., Ltd narrow gains. They must be prepared to serve themselves by serving
Head Office : ORIENTAL BLDGS., BOMBAY.L. ' insurance as & whole™..................You will appreciate that, if we do not
act Jointly, any representation which the Association may make will not
command the attention {t should.  You will also realise how essential it

Life Business in Force:

. If you would like to know how you can participate in the profits
of both the Oriental Life and the Oriental Fire and General, ’
please write to P. 0. Box No. 148, Bombay.

—_ 1 =
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is for the prestige of the Association that we should act unitedly id all
\ 0O {0 major matters affecting insurance in India.  That would give more puwer
\(}0 ~ to our elbow and this will ensure the future stature of the Association,
Otherwise — well, I leave you to answer that question,’”’” Public confi-

FOR SA FETY’ SECURITY & dence in the lndian Insurance Companies was at a great discount in the

past only for want of this ‘‘unity’’ among themselves. Especially in the
LO W PREM IUM years prior to the formation of the Indian Life Offices’ Assuciation and
for a considerable time even after that, the attitude of the public towards

Indian losurers was one of contempt. 1t was so because majority of them,
as Sir Cowasjee pointed out, desired to dash forward at afast speed before

INSURE w'TH ' consolidating their position and in the race many collapsed and so many
others found themselves on the verge of insolvency. Unscrupulous ma-
" nagements totally ignorant of the rudiments of Insurance principles and

T H E N E practice squandered the poor voiceless policyholders’ funds. The phase
A T l C had a gradual change only when top ranking Losurers exerted pressure on

others by their joint efforts through the Indian Life Assurance Offices’

Essociation and after the Indian Insurance Act, 1938 came into operation

lNSURANCE COMPANY LTD * with all its rigours. The public has in the recent past realised to a greal
L extent their duty to patronise Indian Insurers and are hopeful of their

- . interests being safe  With all this, Insurers even today do not seem to

Head OfflCE: NEw DELH[ realise tbat their strength lies in unity. They are in a frenzy to boost
' new business. As sir Cowasjee aptly put it, the business of Life Assur-

ance is peculiar in that it grows very slowly, but the slow onward march
Chairman: L. N. BlRILA it takes is on solid foundations. If, disregarding this essential char-
’ : : acteristic of the business, any unit tries to walk faster, much faster than

the steady growth of business will warrant, the unit will meet with noth-

: Transacts ing but disaster. That is exactly what is now bappening. Out of the
. . new business canvassed every year, a major portion lapses, Though Rs,

146 Crores of new business were effected in India in 1952, Mr. S. D.

LlFE’ FIRE’ MOTOR’ MAR.NE’ ETC’ Srinivasan points out in his address that only Rs. 43 crores remained
INSURANCE in force. The lapses in 1952 have been abnormal According to him

nearly 40 % of the business lapses before the policy acquires surrender

The Tabular rates of Premium on Endowment Policies | value, and if the beavy initial expense incurred in the acquisition of

new business is considered, occurrence of such a large volume of early
lapses muakes the position of the companies difficult. The question of want
of unity has come to the fore for discussion as a result of unilateral deci=
sion on the part of one or two big Insurers to reduce considerably the
rates of premium, justifying their action on the plea that conditions
have very much improved during the last few years and are favourable

have further been reduced.

For particulars apply to:

A' SU BB'AH ‘ now for so doing. They contend and their contention is backed up by
Manager. Southern Circle, facts also, that the mortality rate is now very favourable, that the net
289, Lingha Chett interest earning on funds bas increased considerably and tbat expenses,
’ g y Street, if confined within the 1imits prescribed by tbe Insurance Rules, will bear
MADRAS-1. a reasonable proportion to the premium income. But such of those com-

. panies and particularly small and young ones who, even with the present

high premium rates, find it practically very difficult to comply with the
provisions of the lnsurance Act and Rules and face the competition
coming from well-established and big Companies, will be hard hit. In
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1952 Annual Report
Total Business in force 29,60,56.165,
Total Assets 11.52.70.58 3.
Total Claims paid ... .. 13,24,80,080,
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Bonus per 1000 per Annum
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Rs. 8 Endowment Assnrance
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the situatlon now created, irrespective of its financial position, every
company will have to reduce its premiums to be on a par with those who
have given the lead. Otherwise it will be next to impossibility to secure
new business. At the same time, at a lower rate of premiums they cannot
maintain for long a satisfactory financial position. This peculiar posi-
tion that has now arisen is the cause for criticism from many quarters
and a call for “‘Unity’’ among Insurers is given. At the present stage,
it would be much better appreciated all over, if the same call for
“‘Unity’’ is raised for the purpose of disinflating new business. Much
of the ills that Indian Insurers suffer from spring from the drive to
secure more new business. Expansion must be natural and automatic,
but not artificial, Just because Insurance has not made much headway
in India as it has done in America, Canada or the United Kingdom, and
the per capita insurance is only Rs. 26 in our Country, it would be fan-
tastic to think that the position could be reversed avernight as if with
a-magic wand by pressure on the field force. Insurance Companies took
advantage of the War boom to increase their new business figures, little
considering the huge lapsation that took place side by side. That period
has now definitely gone but still Insurers want to maintain or show an
increase in the new business, In the competition obtaining at present,
that aspiration is doubtful of success and it is only Lo give fillip to the
fieldworkers one big insurer attempted to score a march over its senior
by bringing in a reduction in the rates of premium. And to put a check
on thatattempt others have followed by announcing lower rates of premia.
Where this rate war is going to land many of the not very faveurably
placed lustitutions, even some of the experienced Actuaries are puzzled,
unable to assess properly the future. Much can be said both for reducing
the premium rates and maintaining them as they were, After all, Insur-
ance is a business on assumptions. Nobody can foretell exactly what is
going to happen. If the present rates are really high, the excess can he
returned to the policyholders by way of bonuses. If the future proves
unfavourable the excess in the rates of premium will act as a cushion.
But the lowering of the rates should he done only after mature conside-
ration. It should not be the concern of any onesingle insurer to say that it
is in a favourable position, and on that pretext reduce the rates solely
with a view to secure husiness more eaxily, than others in the field,
Dispassionately considered, frankly one must admit that the present rates
of premia are very high indeed compared to the low rates of honuses paid.
Life Insurance in our Country costs more comparativelv and which,
middle and working classes runnot afford with their meagre income and
poor saving capacity, Thrift and saving have to he inculcated in the
minds of our masses and an appeal to them to resort to insurance will be
effective only if the rates of premium are favourable, If Insurance in
India should thrive well, Unity among Insurers is necessary in all phases
of the husiness. At times even in details of working, Otherwise the
future would prove illusory, without any tangible infprovement,
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South India Co-operative -
Insurance Society Limited,

5-6, Mount Road, Madras-2.

DO You Know

Life Tusurance has become cheaper now, Improved

mortality and increased interest vield have

made it possihle.

Why wait till tomorrow

Secure Insurance protection today and ensure a

carefree future,

South India Co-operative Insurance Society
offers all that is best in Life Insurance

At Reduced Premiums.

Policies issued from Rs. 100 onwards.

Profits entirely belong to Policyholders.

Bonus— 1952 Valuation

Rs. 12 and Rs. 10 on Whole Life and Endowment

per Rs. 1000 per annum.
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INDIAN LIFE ASSURANCE OFFICES ASSOCIATION
ANNUAL GENERAL MEETING.

Mr. S. D. Srinivasan, President of the
Indian Life Assurance Offices Association
in his presidential address to the annual
meeting of the Association on 1st April
1954 appealed ‘*in the name of Indian
Insurance’’ to those insurers who have
reduced their rate of premium to revise
their decision.

Addressing the 26th annuval general
meeting of the Association at Bombay Mr.
Srinivatan said: *“While none will deny
the individual insurer his basic right 1o
do what he considers best for hix own
purpose, it would be wrong to injure the
intrinsic strength of insurance in the
country, Some of the big insurers may
have the strength to pull down the pre-
mium rates.” But, have they paused to
consider what eftect such reduction in
rates will have on the medium-sized and
smaller companies? The latter would be
forced to join the rate-war whether they
like it or not, and, in all probability,
they will be on the casualty list, This
could bring no benefit to our insurance.
It is going to be positively harmful.”’

Mr. Srinivasan conceded that companies
having international status have to com-
pete with foreign insurers *‘whose premi-
um rates are lower than ours.”” He add-
ed, **Anything that can be done (0 make
insurance cheaper will have the approval

'’ But, at the same time,

of the puhlit.
ssnur action should not be such as may

lead to an earthguake in Indiian insurance

If the companies that had lowered
premin rates did noi review their decision,

7

‘“the only remedy’’, Mr, Srinivasan could
see at present ‘‘is for the executive com-
mittee of the Life Insurance Council to
recommend to the Government of India
the hasis of minimum premium so that the
latter may declare that no insurance com-
Pany can quote a premium lower than the
minimum arrived at on above basis’’,

Mr. Srinivasan said that the growth and
developmeut of Indian insurgnce during
the last 26 years were ‘‘illuminatingly
illustrated"’ by the fact that new husiness
of Indian insurers in India which was
only Rs, 15 crores in 1928 had shot upto
Rs. 129 crores in 1952, During the same
time, the total assets of Indian insurers
had appreciated from Rs. 23 crores to Rs.
293 crores.

He drew attention to the *‘competition
of the Government-sponsored postal in-
surance and its threatened invasion of tbe
private sector’’. That was ‘“not the only
gun trained against us’’.  There were
‘‘small States which also aspire to run
their own insurance business’’,

The greatest change that had come about
in the outlook of Indian insurers recently
was that while ‘‘profits are still regarded
as perfectly respectable,’’ insurers had
begun to realise *‘the presence of certain
social responsibililies in business.”’

The meeting observed two minutes’
silence as 4 token of respect to the memory
of the late Mr, M. Ct M, Chidambaram
Chettiar, a former Deputy President of
the Association and the late Mr. S, P.
Bose, a former President.
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NEW HEIGHT
IN PROGRESS

From Height to Height and
From Strength to Strength
the Hindusthan  Marches
ahead every year.

1953 NEW BUSINESS .
COMPLETION EXCEEDS

18 Crores 80 Lakhs.

This is a living demonstration of
continued public confidence.

The Society has also pleasure in
announcing the reduction in rate
of premiums from April ’'54.

For particulars please apply to:

HINDUSTHAN

Co-operative Insurance Society, Ltd.,
(CALCUTTA)

Madras Branch: “Hindusthan Buildings”
107, Armenian Street, Madras-1.

NINTH INSURANCE
CONFERENCE

THE Ninth Insurance Conference was held under the auspices
of the Indian Life Assurance Offices Association at

Bombay on Friday, the 2nd April 1954, in the Indian Merchants’
Chamber Hall, opposite churchgate Station. Sir Cowasiji
Jehangir Bart, GB.E, K.C.I.E., J.P., inaugurated the Function.

Shri Tulsidas Kilachand and Rao Bahadur U. S, Desai also
addressed the Conference.

Shri S. D. Srinivasan, M.A., F.L.A,, the retiring President of
the Indian Life Assurance Offices Association, in the course of
his address of welcome to Sir Cowasji Jehangir and other mem-

. bers to the Conference made a brief survey of the progress of

Insurance Business in India. He observed:—

In the early days of the development of
Insurance business in this country, Indian
Insurance companies felt more the need for
cuttivating public opinion and building
up contacts with the general public with
a view to create in them interestin in-
surance business. They conceived the
idea of holding periodical conferences in
various parts of the country in order to
focus public attention on certain insurance
problems as well as to have closer con-
tacts with the public, The First Insurance
Conference was held in Bombay in April
1928 under the Presidency of Sir N, B.
Saklatvala. The next three Conferences

9

were held in the years 1934, 1935 and
1937 in Lahore, Bombay and Calcutta
trespectively and they were presided over
by Acharya Sir P, C, Ray, Sir Chimanlal
Setalvad and Shri Walchand Hirachand,
No Conference was held thereafter for
nearly 13 years. In 1950, our Indian
Life Assurance Offices Association decid-
ed that the Insurance Conferemnce should
be held every year at the time of the
Annual General Meeting of the Associa-
tion. Accordingly we held the last four
annual conferences in Bombay, Calcutta,
Madras and Delhi respectively. Thus the
Conference has now become an annual
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feature and it is held under the auspices
of the lndian Life Assurance Offices Asso-
ciation, Every one of these Conferences
had been well atiended and lasted about
two days, Papers an subjects connected
with Life lnsurance were read and the
discussions at these Conferences were
interesting, instructive and helpful,

A stady of the Proceedings of the past
conferences reveals a gradwal cbange in
the objective, At the time when the First
Conference was held in April 1928 Indian
insurance companies were more concerned
with popularising the idea of Indian in-
svrance against heavy odds, They were
more preoccapied with finding a place for
indigehous insurance on our own soil.
Appeals were also made to the Government
for grant of some reasonable and moderate
form of protection to Indian insurance
companies from foreign cowmpetition.
With the support extended by our country-
men, Indian companies developed their
business by obtaining increasing share of
the available business, The probtem now
before ws however is to farther popularise
insarance with the pmblic and to make
them wise abomt the benefits of insurance,
We have now to bring home to the public
throngh these conferences the necessity
and wtility of life insurance for the seca-
rity and protection of the family. We
bave to focas attention on the social and
economic valwe of life inswrance and on
the part played by the accumulation of
insurance funds in the economic develop-
ment of the cowntry. The Association is
thws doing a valwable work in bringing
the people closer to insorance and in
giving more attention to the development
of public retations. * It is boped that this
Conference will advance these objects in
a good measure.

[ArrIL 1954

There has been a fairly rapid develop-
ment of Life Insurance business in this
cowontry, since we heldd oar First Confe-
rence in the year 1928 about twentysix
years back. Many factors have contribut-
ed to this growth, the most important
being the pablic appreciation of the social
and economic value of life inswurance. The
Insurers bave also played a very important
part by their improved and extended sales
methods.  As a resuM new business of Rs.
were underwritten in this
country in the year 1932, hoth by the
Indian and Non-Indian Insurers, of which
the share of Indian lnsurers is atout 89 %
The total Vife Insurance business in. force
as at the end of 1952 was Rs, 916 crores
under 39,2%5,000 policies with an annual
premiem income of Rs. 45 crores of which
Indian Insurers shared about 86 % .

146 crores

The figures I had just now quaoted are
ne doubt impressjve, Comparion of these
figures with those for the year 1928, when
the First Inserance Conference was held,
indicates the phenomenal strides we have
made. But when we compare the figure of
per capita insurance in this country with
those of other advanced countries, we feel
that we are very much bhehind. It is
estimated that at present per capita in-
surance in India is Rs, 26 while that for
United States of America is Rs. 7000 and
United Kingdom Rs. 1600. 1In such a
comparison we should no doubt take into
account the per capita income of the res-
pective countries, At the end of the year
1952, 39 1akhs of policies were in force
in India assuring Rs. 916 crores. Allow-
ing for the fact thbat the same life had
been insured under more than one poticy,
we €an state that only 30 lakhs of families
in India bave been given life insurance
protection for Rs. 3000 per family on an

-~
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average; Again the amouant paid by way
of life insurance premium in the year 1952
was about Rs. 45 crores which is less than
% percent of the estimated national in-
come. These figures indicate that we

have touched only the fringe of the pro-

blem. The per capita insurance may be

relatively small and it iz bound to be so
for some years to come. But this is
multiplied by the population to give the
volume of business, This multiplicant is
big and should afford a means for further
expansion, There is thus great scope
before cns for expansion and for greater
and useful service. Insurance increases
with the development of industries and
increase of national income. Indastries
require capital for expansion. Insurance
pools capital resources and lends them to
industries for development. Thus the
growth of industries and development of
fnsurance are inter-dependent and go to-
gether, Our business has thus an import-
ant role to play in the current Natfonal
plan conceived for social and economic
development and I am confident it is play-

ing its part.

While we are all optimistic that we have
bafore us a tremendous opportunity for
expansion we are equally alive to the evil
of heavy lapses in our business that re-
tards our growth, Though Rs. 146
crores of new business were effected in
India in 1952, the increase of business in
force at the end of that year wasonly
Rs. 43 crores.  The lapses in 1932 appear
to have heen ahnormal even after alilowing
for exits due to claims, surrenders and
paid-ups. 1t is estimated that nearly 40 %

THE INDIAN PQLICY-HOLDER A 11

of the business lapses before the policy
acquires surrender value, Looking to the
heavy initial expenses incurred in acquisi-
tion of new business, occurence of such
a large volume of early lapses makes the
position of the companies difficalt, Fur-
ther it is a loss to the community in that
the effort put in to secure such new busi-
ness that does not remain, becomes a

waste,

Both the insurer and the insured are
obviously responsible for this in varying
degrees. The remedy is to train our field
workers to care more for quality of busi-
ness than quantity They should be told
to see that policies are taken for amounts
which are within the resources of the
policyholders and of types that suit their
needs and help them to maintain their
policies by continuous service and atten-

tion.

This takes me on to the allied topic of
educating the agents and the workers to.
realise their responsibilities to the insurers
on the one hand and the assured on the

other to the lasting good of all concerned
and in the process eradicate the evil of
avoidable lapses. A trained and informed
field worker fully alive to his responsibili-
ties is ultimately the answer to the pro-
blem of lapsation. Selection of the pro-
per type is a long drawn process and. the
association is working on an aptitude
test for the field workers and I can assure
you thatthe companies are moving steadily
in this direction utilising the assistance
this association is able to render in this
regard,
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8ir Cowasji Jehangir, Bart, GBE. KCILE, J.P., delivering the inangural

address said:—

Your Association has been in existence
since 1928. The main object of an Asso-
ciation like yours is to obtain facflitjes
for consultation and deliberation amongst
yourselves and for united action for ren-
dering the best form of service to the
public and secondly for protecting your-
selves against unfair demands made either
by the public or by Government, for
instance an unfalr basis of taxation etc,
When an Association 1{ke yoars is formed
for the mutnal benefit of all its memhers, the
members must impose upon themselves cer-
tain obligations and one important feature
is that they should take concerted and not
unilateral action with respect to all vital
matters. Competition there is boand to
be, and healthy competition increases the
efficiency of the wuait and enables it to
render greater service to its cliemts but
united action is essential and will be 1o
the benefit and advantage of all.

Speaking as 1 am bhefore the represen-
tatives of the lnsurance World of India,
1 do not propuse to indulge in any
platitudes or to give expression to truisms
so often repeated about the advantages of
life assurance to the individual and to the
country at large, but we who are so inti-
mately intwrested in the business must
acknowledge with some gratification the
progress of lndian Insuvrance since you
first formed your Association and, I am
sure, all of you gentlemen bave heard with
the greatest interest the survey you My,
President have made of the upward trend
in 1ts progress.

The business of Life Assurance has this
peculiarity that it grows very slowly but

the slow onward march it takes is on
solid foundations. 1If disregarding this
essential characteristic of the bLusiness
any unit tries to walk faster, much faster
than the steady growth of business will
warrant, the wnit will meet with nothing
but disaster,

It was this desire to dash forward at a
fast speed, before the company’s position
was consolidated, that has led some to
ligeidations in the past and more than
that for the growth of undesirable featur-
es in the business of life insurance. These
un-desirable features led firstly to the
floatation of a mushroom type of company,
secondly to investments of a typé which
was entirely unsuitable and undesirable
from the point of view of a life assurance
company aad thirdly to inlerl()ck%ng bet-
ween insurance companies and banks.
Due to the results of the Second World
War, some speculators went in for the
purchase of shares of insurance companies
at exhorbitant prices with the ultimate
idea of recouping the high price paid Ly
manipnlation of Life Asxurance Funds to
the detriment of the iuterests of policy-
holders, This came to the notice of
Government in the years 1944 and 19453
with the resmwlt that a Commitiee was
appoinl.ed to enquire into the pusition of
life insurance and 1 had the honour of
serving as Chairman of that Committee.
Some startling revelations were made.
Investing Life Funds 1o finance other
classes of industries in which the manage-
ment was interested was the most common
feature. Financial interlocking bLetween
banks and insurance companies was the
next, There were also cases of triple
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alliance between banks, insurance com-
panies and investment trusts.  The Hmit
of unorthodox employment of Life Funds
was reached when in one case they weré
utilised to finance a padlock business.

Without straining this unpalatable sub-

ject further, I venture to suggest that the
management of a Life insurance company
should be considered as a sacred trust
committed to your charge. Act as if a
Trust has been created although in reality
there may be none. You are in the ma-
nagement of a business which is essen-
tially meant to come to the rescue of poor
people who have their trast in you fully
relying that you would come to their
help in their hour of dire need. You
must remember that in -the case of a life
insurance company investment and con-
servation of fund call for as much caution
and investigation as management of the
business in other directions. Trying
experiments in the investment of funds of
a life. insurance company is criminal,
You are not playing about only with the
shareholders’ money hut you are experi-
menting with the life savings of the
poarest in your country,

The amending Act was passed in 1950
based on the recommendations of the
Committee 1 have mentioned and it ix
boped that the provisions of the Act will
substantially, if not altogether, eliminate
these undesirable features, I may also re-
fer to the provisions introduced by the
amending Act relating to (a) appointment
of Administrators in the case of com-
panies where managements are believed to
be acting in a manner prejudicial to tbe
interests of the policybholders, so thatthe
position may be retrieved as far as possi-
ble, (b) statutory limitation of expenses
which will act as a curb on extravagant
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managements, and (c) constitution of the
Insurance Association of India consisting
of Insurance Companies transacting busi-
ness in the country, the Life Insurance
Council and the General Insurance Coun-
cil and the Executive Commiites thereof,
the primary function of the last mentioned
bodies of which is to aid, advise and
assist insurers in the matter of setting up
standards of conduct and sound’ practice
and in the matter of rendering service to
policyholders, I am one of those who
believe that the best results in the direc-
tion of raising the tone of any business
could he achieved by assoclating the
membhers of the businexs itself in the task
and thereby making them develop the
traits of self-help and self-policing,

You have referred, Mr. President, {n
the coursa of your address, to the low per
capita insurance in India. No doubtmuch
headway has yet to be made but in this
context the recemt shift in income from
the middle class to the working class im-
poses on insurance companies a new res-
ponsibility, viz,, to put forth special
efforts for making the workipg class in-
surance-conscious and inculcate in them
the habit of thrift und saving., Whether
and, if so, how soon the middle class
which so far had been the hackhome of
Indian Insurance clientele will be able to
rehabilitate itself and regain its pre-war
economic, strength is more thamn 1 can
say, but insurance companies would de
well to pay greater attention than they
are doing now to build up clientele among
the working class section of the popula-
tion.

This brings me to the subject of the
Estate Duty Act which wasrecently placed
on the Statute Book and which opens up
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a wmow, vista for the development of life
asserance, since one cannot think of a
better method of providing for payment of
Estate Dty than by taking out an inswr-
ance policy for the. purpose, The relief
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my best wishes for the swccess of your
deliberations and I have no dowbt that
sech periodical meetings wowld serve to
enable the different wmombera of yowr
fraternity to wnderstand and appreciate

from Estate Duty allowed by the Actin the problems which each one may be faced
respect of inswrance policies taken out for *with and to evolve a common line of

the parpose of paying Estate Duty or.for
the marriage of dependant female relatives
otc. and the exemption of policies taken
omwt wnder the married Womea’s Property
Act from aggregation with the other
property left by the deceased person . are
bownd to enbance the attractiveness of
life assurance policies and 1 expect that
in fetupe years quite a nwmber of indivi-
duals will be effecting inserance policies

in order 10 aval)l themselves of the above
reliefs.

The high lapses of recent years, to my
wijnd, mwst be dwe partly also to the sharp
veduction in fucome of many fodividuals
since the termivation of World War 1,
and to the fact that the cost of living Was
not yet gowe down to the extent one wounld
have expocted even after 8 years since the
War terminated. Proper selection and
trafning of Agents would no dontit check
the evil of excessive lapsation to some
exient but 30 Yong as there is a targe pre-
dominance of part-time agents who do not
tike swstained interest in theirwork over
long périods, a considerable part of the
valse of solection and traiming will be
Jost' 1o the comparfes. ’

Mr. Presidant and gentlemen, 1 am glad
that the representatives of a number of
insurance companies in the country have
assembled here today with a . view to
.exchanging notes on matters of common

interest afleciing your business, Youhave

action conducive tn the healthy growth
of youwr business,

In conclasion 1 will quote a few wise
words about life fnswrance hasiness.

*‘Give this bwsiness, which from its very
natere grows at a sdow and stoady rate,
time to develop and get utunilh year
after year on #ts onward march. Don"t
be impationt for its becoming a big ane
in a short time; in other words, don’t
wake the businexs ren bhefore it can
stand on its legs and Yearn 1o walk."”

’ o Feor
'-Llfe sFire » Marine » Accident

GENERAL ASSURANCE
SOCIETY LTD.,
H:- O- AJMER.
‘Branches all over India
New life business completed In 1953
‘ 'xce'd‘ R’ 2 00-00.000/'
Ps 10/- & Rs. 5/-on Endowment Assurance

l Rs 8/-&Rs. 5/.0n Whole kfe Ascurance
T ) Rs. 1000/ per year. ‘

- Our
ES TATE DUTY POLICY offers
unique facilities at a very low
premium,

— Calcutta Office —
8, Dalhousie Square Eass.
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Rao Bahadur .U. 8. Desai, M. A, Chairman, Bembay Mutual Life Aum
Bociety Ltd., lpukiuon the oocasion said: —

I have been connecud with life insur-.

ance since 1926 and have been impressed
by the great strides life insurance has
made during these years. I realised that
life insurance played an important part in
social weifare. It isone of the best socfal
services one can render earning at the
same time a decent livelihood. This is
ot the place at which to enlarge on the
advantages of life insurance, but | would
like to stress the part Insurance Com-
panies play in (he national economy.

" Savings of the people collected by them

are canalised to help the Government;
Local Bodies and industries thus stimuola-
ting the forces which raise the standard
of living of the people and improve their
health and expectation of life, In spite
of the spectacular results achieved by you
in recent years, only the frings has been
touched. The field is vast even in the
arban areas. The villages have not been
touched. Even in a City like Bombay
which proudly calls itself Urbs prima in
India, there are people and a lot of them
who have not realised the usefulness of

fnsurance,

Sometime back, a businessman came to
me. He had a policy for a substantial
amount in the Company with which I am
connected. He showed me by figures
most elaborately worked out that he was
a loser not ouly of interest but of some
percentage of capital also. I am unot
quite sure whether he was satisfied when
I told him that the only way of making a
profit in life or fire insurance was to
commit suicide 13 months after the
beginning of the risk or to set fire to the

property. 1t will be seen that it is nece-
ssary to,educate not only the Agent but
also the people at large by wide and in-
telligent publicity of what you are offer-
ing to them and at what reasonable cost.

Various State Governments ase encou-
raging City and Town Municipalities to
improve their Water supply by giving
grants and guaranteeing capilal and
interest on loans advanced by them., It
should be the duty of lnsurance Compauies
to help Municipalities to raise sach Loans
thereby helping themselves directly by
the improvement in the health of the
people due to better and purer water
supply. V '

You will perhaps be tackling the hardy
annual of rebating and other evils which
are eating into the vitals of Insurance.
Everyone agrees in principle and many
persist in the old practice. I think that
no legislation can make people moral in
this or in any otber feld. We have to
strive and strive bhard to eradicate this
evil,

During the last few years there . has
been a shift in the distribution.of pur-
chasing power. It is now the industrial
labourer and the agriculturist who are
gradually coming {nto their own and
bandling more money than they ever did
before. It now behoves you to turn your
attention to these fields more and more
and educate these classes. and convince
them about the desirabllity of investing
their savings in lnsurance. You must re-
member that in spite of the various bene-
fits accruing from Insurance, Insurance
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{s sot bought, bat it is s0}d even in!‘the
advanced countries like the U, K. -

Your association has been asking the
Nationals to buy their cover from Indian
Companies and rightly, But this
Indianisation of insurance cannot be said
to be complete as long as reinsorance is
placed with foreign companies.

To my mind, the most urgent need is to
bave a Re-Insurance Corporation both for
Life and General business, You bave to
deliberate and decide how bestthis problem
can be solved,

I would like to make another sugges-
tion. This Association should have a
research section so that the experience of
all the Companies could be pooled and
the results tabmlated and mortality and
other tables prepared for Indian lives,

I find that in one of your earlier con-
ferences, the questfon’of sub-standard
lives was considered. Here is a class of
people who are perhaps in greater need of
a cover than others, There are some
foreign companies who specialise in this
field. If we can arrange to retain this
business in this Country, then with the
Re-insurance Corporation  suggested
above, we can truly say that insurance fis
folly “Indianised. When I say ‘*fully’, 1
do not take into consideration the palate
of the tea-tester, the olifactory organ of
the perfumers; the birth of twins, the
fingers of pianists; the legs of the Balle-
rina and the ankles of the movie heauty.
We may leave them at least for many years
to Lloyds of London.
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-Recently, ‘the lowering: of premiéms by
some companuies is agitating yowr minds.
The reasons advanced for this step are

1. favourable mortality experience;
2. improved interest yield; and
3. _stabilisation of expense ratio.

There can be no two opinions about the
desirability of oflering insurance at the
cheapest rale possible, You have to give
serious consideration to this problem.
I expect most of you will agree that the
reasons advanced are sound. On the
other bhand, London is expecting a

lowering of the Bank Rate, Onpe .would.

not be surprised if lndia follows suit.
You have also to hear in mind that the
Al India Insurance Employees’ Union
has been agitating for a tribunal to con-
sider their demands. A downward change
in the Bank Rate and the employees®
demands if granted may worsen the yield
and the expense ratio. It is up to youn to
weigh all these points.

Gentlemen— Yours is a noble avocation.
Since creation, man has been waging a
war on nnture and has to his credit many
victories. But till today WHEY Quﬁ‘m'
stands. Man has, therefore, c}.eated in-
surance from humble beginnings ke pro-
vision for burial expenses. To-day, you
offer at reasonable cost provision for
daughter’s marriage expenses fnclnsive of

_dowry; Son’s expenses of higher educa-

tion plos a tidy sum when he comes of
age to give bim a start in life; provision
for a man’s dependents if he dies early; a
pension if he tarns out to he a Methusela
belp the millionaire’s heirs to pay with-
out tears and Sir Chintaman to receive,
Estate Duty, With such ali-round provi-
sion oftered by you, all your patrons can
exclaim ‘Oh Death, Where is thy sting,”*
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Shri Tulsidas Kilachand, M.P., addressing

Shri Srinivasan in his speech has
pointed out that the business of life in-
surance in the country is expanding, yet
it has not increased to the extent desired,
and as pointed out by Sir Cowasjee Jehan-
gir, our Life Insurance per capita is very
low, The Year Book for the year 1953,
which has been recently published, gives
a detailed account of the working of Life
Offices transacting business in India.
According to this publication, Life Busi-
ness is stabilising itself after the set-back
it had received as a result of the Partition.
The prospects for new business seem to be
bright with the implementation of the
Five-Year Plan, industralisation of tke
country, and agrarian improvement, asa
result of the varions River Valley and
Community Development Projects. The
average National Income is expected to
go up with the development of these vari-
ous schemes, and one can, therefore,
reasonably hope that Life Business will
also expand to some extent with the -im-
provement in the standard of living of
the people.

Here, Sir, 1 do appreciate what Sir
Cowasjee said with regard Lo savings of
the middle-class people, and there is
considerable strength in what he says
about the plight of this class, I know
that Government is fully aware of this
situation, but as long as the cost of living
index does notgodown, it is not possible,
to increase the savings of the middle-

class population. Still, 1 think, Insur- -

ance Companies have an important role
to play in this set-up. In their day-to-
day activities, they are inducing people

to save, and they are canalising these
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on the occasion said:—

savings in financing the various Govern-
ment projects, and the industrial develop-
ment of the country. I consider life in-
surance as a sound and very big movement
of small savings, by which not only the
Gouvernment prejects but also Indian In-
dustries are financed. It should, there-
fore, definitely have to play an important
part in the future set up of the country.

How important the functions of an Insu-
rance Office are can be judged if the ques-
tieon is viewed in the context of the
establishment of a Welfare State. We all
expect life insurance to play a dominant
part in the establishment of such a State.
We have already marched in that direc-
tion by setting up various ameaities for
Industrial Labour, such as Provident
Fund, Housing etc. However, ourefforts
are impeded by illiteracy, poverty, over-
population and similar factors with which
we have to contend in our efforts to
achieve our ideal Insurance Offices are
engaged im affording protection to
their clients, and to that extent
the policyholders do not become
a drag on the efforts of the State
in establishing a Welfare State, Life
Companies should therefore enter into
every town and village carrying the mes-
sage of insurance in order to give maxi-
mum benefit to as many people as possible
with a view to ameliorate their economic
conditionand, in particular, afford pro-
tection to Industrial and Agrarian workers
with a view to improve their efficiency in
the service of the Nation.

However, in the pursuit of the new
business, one has to give particular atten.
tion to quality rather than guantity. 1
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agree with Shri Srinivasan that we have
to see more to the quality rather than to
the quantity. 1 cannot help stating at
this stage that there appoars to be a ten-
dency for advertising big figures on the
part of many companies, although 1 am
sure they do realise that forced business
will surely increase lapsation. Here also,
1 would again refer to the Blue Book
where the percentage of lapses in respect
of business in India is published. Many
companies show increasing business year
after year but the lapse ratio is so high
that the total business does not go up in
the same proportion. 1 have a feeling
that sofficient importance is not heing
given to this aspect viz., that it is in the
interest of Life Offices to give as much
attention to the conservation of existing
business as to securing of new business.
1 need not state that lapses are a nativnal
waste of energy and funds, and eyery
offort must be made to see that lapses are
kept to the minimem,

In my opinion one of the methods of
keeping the lapse ratio down is by having
right type of representatives for convasa-
ing owr business. At the moment we have
an army of inswrance agenis and asy one
who applies for a Goverument licence is
able to secwre one authorising bim to
canvass business. The result is that they
come into the fieldd and canvass business
baphazardly withowet looking to the re-
quirements of their clients and in conse-
quence, the primary perpose for which
Life Insurance Offices pyofess to exist, viz,,

to serve 10 the Insurance needs of iheir .

policybolders is not achieved im many
cases. Rebating is forbidden by law, but
every ane knois that in most cases, re-
bating is the only wotivating factor ex-
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ploited by sech agents for coavassing
business,

Moreover, year after year frosh licences
are taken and many existing ones are noft
renoewed, which indicates that the majo-
rity of the Insurance Agents is a kind of
floating population and to the. extent
licences lapse, it proves that they have
either not taken up their jobs seriouwsly or
they are there to regularising rebating.
Here again I would )ike to refer to the
Report of the Controller of Jnserance in
the Insurance Year Book 1953 giving
detalls regarding the number of licences
isswed during the last five yéan-JNs to
to 1952 with an analysin of **Fresh”” and
“*Renewal” 1licences, from which #t is
¢lear that Inserance Agencies are taken
out to-facilitate indirect rebating.

l'have a feeling that the Offices have
not given sufficient attention 1o the impor-
tant problem of training of agents. 1
think that the time has come when the
principle of rationalisation has to be
applied by Insurance Companies in the
selection of the Agency Force. Taking
up an agency should not be as easy a matter
as at present. Certain specific qualifica-
tions must be prescribed which should
enable offices to select the variowes cate-
gorfes of field workers, through whom
inserance bhusiness should be secared.
In my opinion, some scheme of educating
them and fitting them for the task which
they are expected 1o undertake, would
be the right move. If only those who
possess  prescribed qualifications are
given licences, it would compel those
persons who would think of taking insur-
ance as a career to edmcate themselves

adequately for the parpose and they only"

(Continned on page 78)

© Reduction in Life Insurance Premiums.
By SHR1 J. R, RANA, M.A,, F1.A,
Actuary, United India Life Assurance Co., Ltd.

T HE Life Insurance World experienced
something like a shock when in the
first week of March revised premium rates,
reduced moderately in the Endowment
Assarance section and drastically in the
Whole Life section were floated in the
market by a leading lnsurance Compauny.
This was accompanied by rumblings of the
coming reduction to the same extent by
the biggest Insurance Company in India,
By 6th March 1954 two giants among
Insurance Companies had already reduced
their rates and there was no other alter-
pative left for other Insurance Companies
except to follow suit, The Indian Life
Assurance Offices Association was natar-
ally agitated over this development and
that body bas left no stone unturned to
restore the siatus-quo. Meetings . were
held by member companies, representa-
tions were made to the Government and
prolongod consultations were held. But
all these appeared like a post.-moriem or
locking the stable after the horse was
stolen, The first flush of anger and re-
sentment gave place to frustration and the
outgoing President of the Indian Life
Offices Association, Shri S. D, Srinivasan
has faithfually reflected this mood in his
presidential address to the Association.

A Committee is set up by the Executive
Committee of Life Council to go into
this question and from the personnel of
the Committee one can be sure that their
report will be well-reasoned, cogent,

convincing and conclusive. It ia not
known whether the Committee would call
for any evidence or will hold discussions
with other members. Nor is it kmown
whether its report will be a published
document, Even if it iz a published do-
cument its-appearance will take some time
and in the meanwhile I venture inmy own
humhle way and with all the hamility 1
can command to pour oil on the troubled
waters of Indian Life Assurance,

The following according to me are the
reasons in favour of reduction in premium
rates.

1. It is admitted by the Companies that
there i{s an tmprovement in mortality of
the lives assured all over the World in-
cluding our own country, As time passes
further improvements will take place and
therefore the standard hitherto followed
by Indian Life Assurance Companies, viz.,
Oriental’s 1925-35 experfence is very
much out of date. Leading Companies
bave been able to verify this improvement
in mortality from their own experience
and it is expected that when the combin-
ed mortality experience for all the Indian
Companies for the years 1953 onwards is
published the new rates of mortality in
such a table would be considerably lower
than the corresponding rates of the
standard table in current use.

2, The cheap money policy of the Go-
vernment would appear to have come to
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an end and in its place an era of high in-
terest rates has set in. Even if there is
no forther increase in the rate of interest
it is felt by competent authorities that the
rates would not be anything like the low
rates during the war period. Life Insur-
ance Companies have already suffered on
account of the rise in interest through
hoavy depreciation in their assets and
most of them have adjusted their valuation
standards accordingly. Also the relief
from the incometax is higher now.

3. With the statutory restrictions on
expenses the future expense ratios will
not be as evasive and difficelt to assess as
the past ones. Some sort of stability is
imparted to these ratios,

4. If all the above factors ‘are recognis-
ed and premiums calculated afresh the new
preminm would be lower by about 6 to 8
per cent. in the Endowment Section and
10 to 15 per cent. in the Whole Life sec-
tion. Baut it is also possible to argue that
even if improvements in mortality, interest
and expenses have taken place they can be
reflected in the honus declaration and
therefore to preserve equity only the non-
profit premiams should have been reduced.
I would personally have preferred tbis
course of action becamse in that case a
distocation that normally arises follow-
ing a reduction in premiums would have
been confined to a much smaller section of
non-profit business. The overwhelming
portion, {.e. with profits section would
have remained in an endistorbed condi-
tion. Moreover such a course would have
protected the companies even if there was
deterioration in the interest earning or
expense ratios or in both.

People who talk of prior conseltation
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and united action are overlooking the
consequences, of such steps on the insur-
ance business. If it was widely known
that life offices were contemplating re-
duction in premiums who would thiak of
insuring till the redaction had actually
materialised. New business would have
heen at a stand-still.  There is therefore
not much force in the suggestion for
uniled action, Aneother line of argument
is that this reduction will hit the smaller
companies very badly. ln other words if
these reductions are not there they wouild
bave been able to carry on and build up
their resources from excess premiums re-
ceived. I will quote some figures fo dis-
prove this statement. In the Year Book
for 1952, relating to the accounts and
valuations wpto 31st December 1951 there
is a statement showing the now valoations
of 68 companies. Oaut of these companies
only 31 have shown surpluses and distri-
buted them among their policyholders,
The remaining 37 did not give any bonus
to policyholders. Thus more than half the
numbpr of Companies gave no bonus after
their latest valuations, In the 1953 year
book similarly dealing with 74 new valua-
tions only 35 had distributable surpluses,
Here also the percentage of companies not
giving any bonus to the policyholders is
more than 50 and these companies had
higher premium rates for nearly five years.
The figures zpeak for themaelves and 1
won’t add anything more in refutation of
the plea for small companies, Higher
premium should not mean greater freedom
to fritter away policybolders’ money.

It would be in the fitness of things if
Insurance Companies realise the true
position obtaining nowadays and adopt
timely measures of rationalisation wher-
ever possible,

Bonus earning capacity in relation to premium

‘structure and valuation reserves
By SHRrR1 A, S. GUPTA, M.aA, F.1.A,

Actuary, Asian Assurance Co., Ltd.

ONUS actually being paid by Insur-
ance Company is of as much conse-
quence to a life policyholder as the pro-
bable future bonuses that may he declared
from time to time. The former is known
to all the persons who cared to find it out
and the.refore more emphasis s given to
the present bonus that the company fis
paying. The latter is uncertain, being
dependent on so many factors some con-
trolled, others beyond the control of the
persons directly looking after the insur-
ance institations. In the former category
may be fncluded the level of expenses,
investments, underwriting, the attitude
towards the release of surplus and the
conservative attitude or otherwise of the
persons directly or indirectly connerted
with the management and valuvation of the
company. There is a certain extent of
limitation in the controllability of each
factor, In the latter category may be in-
cluded the market value of the assets, the
availability of good investments, rate of
interest, etc. Here also any fluctuation
in some factor may he subject to control-
lability to some extent. Siill it should be
possible in respect of any particular com-
pany to form an idea of the future rate of
bonus which depends among other things
on the bonus earning capacity of the pre-
miums, which in its turn is dependent
upon (1) the difterence in the actual ex-
perience and that expected on the basis

of the assumptions in the premium calcu~
lation and ir the valuation and (2) the
difference in the with and without profit
rates of premium which is primarily
meaat for the allotment of bonus to par-
ticipating policyholders and secandarily
to meet adverse fluctuations., It {s the
object of this paper to discuss in general
terms the bonus earning capacity of life
assurance offices,  Reference has been
made to the actual experience and the
premiums of some of these offices and for
obvious reasons the name of the office has
not been specified. The investigation is
based on the actual facts and figures and
the letters A, B, C, D stc, used to distin~
guish the data of life offices relate to
different life offices at different places.

It must have been noticed by well-in-
formed persons, that in spite of the
change in the value of assets in 1950-51
consequent on the changes in the market
conditions and the bank rate, the valua-
tions made at the end of 1951 and subse-
quently, enabled the companies to fmprove
upon the previous bLonus rate, failing
which the companies at least maintained
the rate at which bunus was declared pre-
viously, It might have also been noted
by some that in spite of a substantial
depreciation in their investment some
companies have either maintained their
rates of bonus or even improved over their
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previous figures without relaxing their
valuation basis to any extent and some
others hawe dome so withaout relaxing
their valuation bases to an extent as to
reduce their liability to the extent of the
depreciation. 1 bave coliected some
figures regarding four companies of un-
doubted repute and it would be interesting
to go through them carefully, These
companies had a valaation on or after 31st
December 1951 and the bonnses declared
by them as a result of this valuation were
on a higher scale. The figures relate 1o
the total amount of strain which these
life offices suffered on account of the de-
preciation of their investments since the
last valuation previvus 1o 31st December
1951 and which had to bhe provided for
out of the surplus of the inter-valuation-
ary period, and the total surplus distri-
buted amongst policyholders and share-
holders. In arriving at these figures the
excess of market value over the book value
at the date of the last valvation previous
to 1951 has been added to the total de-

preciation provided for or written off -

through the Revenue Account during the
inter.valuationary period and the liability
either actually released on account of
-change in the valnation rate of interest or
an estimated amount of the same where
the actual figure has not been published
has heen deducted. The deduction has
been made as tbe strain due to deprecia-
tion bas been off-set due to an increase in
the rate of interest in the valuaiion which
became possible due lo higher interest
yield consequent to depreciation. The
excess of Market value over Book value of
the assels at the time of last valuation
prior to 1951 has bheen added as but for
this hidden reserve the then existing
margin in the values in the Balance Sheet,
increased deprecialion to this extent

[ArriL 1934

would have been required to be written
off through the Revenue Account during
the inter-valuationary perdod. Any in-
vestment reserve fund or any other fund
existing at the time of the valuation be-
fora 1981 and which was suhsequently
utilised in wriling off the depreciation
has also been added to the extent of the
reserve utilised for writing off the depre-
ciation. Thus I have arrived at the
following figures, which 1 have tesmed
as the depreciation strain suffered by the
life offices at the time of their valuation
as on 31st December 1951 or after and
amount of surplus distributed amongst
policyholders and shareholders. o

Amount of surplus
dinyibuted amogst
Depreciation polievholders and
strain shareholders on
the basis of the
valuation on or
after $1-12-1951,

Life Office A 5,84,90,000 3,57,85,000
B 67,08,000 42,73,000
C 53,57,000  41,67,000
D 39,31,000  26,04,000

From the abhove therefore it would
appear that huat for the depreciation suffer.
ed by these life offices the honus and
dividend which could have heen declared
to the policyholders and shareholders
respectively would bave been at more than
double the rates at which these were
already declared, 1t is 3 different thing
if in that case the Actuary and the Direc-
tors would have considered it prudent to
reserve a portion of the total surplas in
order to further strengthen the company’s
financial affairs. 1 bave no doubt that the
examination of the valuation report of
other companies with sound management
would also reflect a similar position.
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Most of the sound life offices have
declared bonuses at the rates of not less
than 9 and 11 ia their last valuation aud
the above would appear to indicate that
the bonuses to be expected in future in a
period of no wide changes in mortality,
rate of interest and expense should be at
the rates of 20 and 25, In this connec-
tion account has to be taken of the fact
that the moneys received by the life offices
in respect of new husiness would be avail-
abla for investment at a higher rate of
interest, the rate of expenses are under-
going cuts, drastic in many cases, in view
of the control on expenses laid down in
the Amendment Act and the mortalily is
ever on the side of improvement. In
regard to the first it may be stated that
the increase in the rate of interest in res-
pect of future moneys available in respect
of existing business has already been
taken into consideration wherever the rate
of interest assumed in the last valuation
has been increased. Regarding the last it
may be recorded that the last few years
have been singularly free from calamilies,
like epidemics, which may result in a
large pumber of unusual deaths amungst
lives assured and thus resultinto a strain
on account of increased mortality.

Having gone through the valuation re-
ports and balance sheets of a few compa-
nies of good sianding and undisputed re-~
pute a little minutely, the next question
{s how much of this surptus comes out of
the difference in the with and without
profit rates of premiums. So far as | am
aware the loading in the premiums for
bonus in cage of these companies is no-
where far more than 8 and 10 and in most
of the cases it is less, Keeping in mind
the fact that the Endowment Assurances
form the predominnat portion of the
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Indian business of a life insurer, it would.
appear that much more than balf of the
profit of a life office in India shuuld come
out of the various safety margins in the.
assumptions in the premium calculations.
and profits which are termed as miscella-.
neous profits, It way therefore he inr
teresting to examine the actual assumptions
in the premium calculations and the ex-
perience in respect of the same. In the
Table No. 1 at the end of the paper 1 bave
given the interest yield, interest rate used
in premiums and last valvation of a num-
ber of leading offices in. India during
the last 13 years,

A perusal of thizs table clearly shows.
that the minimum rate of inlerest which
bas been earned by any of these insurers
during this period, which witnessed: al~
most the lowest rate of interest in case of
the: period of existenoe off most of the
Indian life offices is 268 %6, 1 may men-
tion here that in case of this tife office
which earned 2.68 % on its iuvestments,
there is a restriction laid down in its
articles of association regarding invest-
ments and therefore it is natural in its
case that it may earn interest at a lower
rate as compared to other life offices. It
should he noted that there is a clear
margin of at least %4 % in the minimum
rate of interest earned hy a life office
during the last 13 vears and the interest
basis in calculation of its premiums and
the margin on the average for these 13
years is very much more in most of the cas-
es. Alife policy is along term contract and
it has to bhe kept in mind that the middle
forties experienced an unusaally low rate
of interest never experienced before for
any loug periods. Of course there {s
the much argued zero rate of interest also.
Anyway whatever the differeace on the
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average between the actual rate earned and
assamed in the premium  calculations, it
would naturally be released slowly and
anevenly in the form of profits.  If this
profit is not spent by the company in any
other way, it would emerge as a valuation
surplus and the participating policyholders
get not only their portion of this margin,
but that of non-participating. policybol-
ders also. 1t appears that in calculating
premiums it has been made sure that non-
participating husiness may contribute
towards the surplus, but never mean a
strain on the company for any period so
far as the rate of interest is concerned.
Contribution to bonus under this head
also varies according to the proportion’sf
with and without profit business on the
books of lhe‘company at a particular time
and the average term of each policy..

While it is dificalt ‘to goneralise a
difterence of %4 % rate of interest in actual
experience and the assumption for calcuo-
lation purposes should mean a bonus of
about 1-1/3 %, per annum over the whole
participating business, This takes into
account the excess interest earned on
participating business only.

The other constituent entering in the
premium calculations is the mortality.
Almost all the Indian Life Offices use
Oriental (1925-35) nltimate mortality for
the purposes of life assurance husiness
As is evident this table is based on the
mortality experience of the *‘‘Oriental’’
during the period 1925-35. It is a well
known fact that mortality experience has
improved considerably and the **Oriental’’
itrelf is now experiencing about 43 % of
the mortality expected on the basis of
this table. The other life offices are not
so fortunate.  Nevertbeless, it is rare to
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find the mortality experience of any good
life office exceeding 60 % of the mortality
expected on the basis of this table and in
most cases it is much lower. The table
would therefore appear obsolete and’out
of date for the current purposes. In the
absence of a more uptodate table recourse
has to be taken to this table and the assu-
rance premiums are invariably based on
this table withont any adjustments. Con-
sequently, there is a very good margin in
this regard also and the profits from this
source may roughly be assumed to be about
50 9% of the amount being paid by the
life office by way of death claims annually
on the average. This is a very rough
measure as profit from mortality is based
6n many complex factors. It would
appear that about 4 to 5 per thousand
bonus alone is being contributed by mort-
ality. This again would be different for
different life offices as it depends on so
many complex factors.

The third constituent entering directly
in the premium calculations is the provi-
sion for expenses. Diferent life offices
have made provision for the same in
different ways., Nevertheless the principle
adopted is the same and there is difference
only in the provisions made by way of
proporlions to premiums and proportion
to sum assured. 1 have taken the Whole
Life and Endowment business of a number
of 1eading life offices and tried to calcu-
late the provisivn made in the premjums
for renewal expeuses, if the total provi-
sion so made is converted into percentage
to premium instead of percentage to pre-
mium and also to sum assured, The Table
No. 2 at the end of the paper gives the
provision so made if calculated as per-
centage to premium only and the actual
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renewal expense ratio of the office under
Rule 25(b) of the Insurance Rules.

It may be noted that provision for ex-
penses made for very short term policies
and under other plans may, if any thing,
be lower than the provision actually made
for longer terms in case of Endowment
and Whole Life Assurance Plans.

In the above calculations, the same
expenses have heen assured in case of short
term policies in calculating the Expense
provision in the premium calculations,
thus increasing the figure to a small ex-
tent. 1f other plans where the provision
in premiums is lower than that in the
case of Endowment Assurance are includ-
ed, the difference brought out would be
still larger.

In calculating the Renewal Expenseratio
under Rule 25(b), a deduction of 90 %% of
the premiums is made for first vear’s ex-
penses for policies taken for terms longer
than 11 and a lower provision is made for
shorter terms. 1t would therefore appear
that the provision made for first vear’s
expenses in the premiums is generally
sufficient to meet the deduction made for
this purpose under Rule 25(h), the provi~
sion made for renewal expenses in the
premiums falls generally short of the
actual experience. Itis also clear that:
the excess of provision made for first vear’s
expenses is not sufficient to oftxet the
higher renewal expense ratio. Thus it
cannot be argued that hut for the lower
allowance for first year’s expeuses under
Rule 2501}, the provision made in the
premiums for renewal expenses would have

been brought out sufficient.

Thus having found out that the provision

for expenses, first year's as well as
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renswal, is not sufficient looking to the
level of expenses, itremainsto ascertain
whether the provision for renewal ex-
penses is less or that for first year’s ex~
penses is less. 1am not going into the
details of this problem as this is covered
by a separate subject for discussion and 1
am sure that some body must have dis-
cussed this problem while writing on that
subject, However, 1 may state my con~
clusion in this coannection, and that is
that the provision made for first year's
expenses is generally substantially lower
than the level of these expenses, deduc-
tion of 90 9% as first year’s expenses is
not in line with the actual experience,
and that the provision for renewal expens-
es in the premiums is sufficient in the
majority of cases. The provision for ex~
penses in the premiums being less than
what it ought to be, it necessarily leaves
a strain on the other sources of profitsand
decreases the profits eventually, Higher
the proportion of new business to existing
business, greater the strain.

Theoretically it can be argued that it is
not necessary that the assumptions made
in premium calculations in regard to
mortality, expenses and interest should
separately represent the actual or expected
experience, and if these collectively do
so it is sufficient While 1 admit the
theoretical part of it in so far as the
sufficiency of premiums is concerned, I
feel it is more desiralile from equity and
accuracy point of view to assume each
Constituent element in such a way as to
represent the likely experience in regard
to that element.

So far we have discussed the premium
bases and the bounus earning capacity of
each element, There are some other
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sources of profits which do not enter
directly in premium calculation generally.
These are profits from surrenders, paidups
and lapses (sometime the contribation is
negative), profit or loss from investments,
bad debts, etc. While the profit from
surrenders may bhe substantial depending
upon the level of surrender values granted,
the profit from paidups is usually very
small and that from lapses may generally
be negative in view of the heavy procur-
ation expenses. Profit from investments
should not ordinarily be allowed to be
distributed and should be reserved for
meeting losses from the same source.

It is well known that it is not the actual
profit which is brought out by a valuation,
but it is only a valvation sarplus which is
brought out in the valuatiou Balance
Sheet. Whereas premium bases have a
direct bearing on the profits of the Com-
pany, the valuation bases play a very im-
portant part in the emergence of surplus
available for distribution from time to
time. It must he understood thai the
premium bhases determine the profits of the
company and the valuation bases do not
enter in the profits of the life office at all.
The valuation bases only regulate the
emergence of surplus as distinct from
profits. A

After what has bheen stated about the
discussion of valuation bases in relation
to bonus earning capacity assumes im-
portance in so far as these bases differ
from the premium bases, As mattersstand
today in India almost all leading life
offices are using the same mortality table
for premiums and valuation without any
difference in rating. The remarks in this
connection made earlier do not therefore
need any modification. It so far as the

.
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interest hasis #s concerned, the hazis is
different for the two purposes and now
after the change of the bank rate in
November 1951, there is a substantial
difference in the two rates of interest.
As is well known, after revision of the
bank rate in 1951, many of the life offices
increased their rate of interest used for
the valuation in order to offset the depre-
ciation suftered by them in their invest-
ments as a consequence of the revision of
the bank rate. Thus part of this source
of profits, i.e., the difterence in the rate
of interest earned and assumed -in the
premium calculations has been nullified
on account of the depreciation. Conse-
quently for the existing business what
assumes more importance now is the
difference in the rate of interest earned
and the valuation rate of interest. In case
of business to be placed on the books of
the company in future, the difference in
the rate of interest earned and that used
for premium calculations is still the
effective source of profit to the company,
though this profit may not be wholly dis-
tributed by the life office to those con-
tributing it. This is becauvse the differen-
ce Letween the actual rate of interesi
esarned and the premium basis in this
regard is generally higher iban tbe
difterence in the actual rate earned and

. the valuation basis and the future business

would not be kept separate from the exist-
ing business. The exient by which the
former is higher than the latter varies
with life offices and it isanywhere hetween
49 to %Y. The diffterence in the
actual rate earned and assumed for valua-
tion also varies to a great extent in case
of different life offices as is evident from
Table No. 1 given later and therefure
profit from this sowrce also varies with
different life offices.
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As stated earlier the provision for first
year’s expenses and renewal expenses in
the premiums is less than what is actually
the experience of most of the life offices.
This in itself means that the life offices
are drawing on their other sources of pro.
fits in order to meet the excess of expenses
over the actual provision. However, as
the provision in the valuation in most of
the cases is based on the actual experieunce
and not on the provision made in the
premiums, the overall expenses provision
in the valuation is invariably more than
the actual experience. 1t would no'doubt
be noted that in many cases the provision
in the valuation for expenses for without
profit policies is not mure than the actual
experience and hence the difference in the
provision for expeases ia the valuation
cannot be said to be wholly for bonus
purposes and part of it must necessarily be
for expenses.

Any saving in expenses in relation to
the provision made in the valuation in
any year in respect of the business exist-
ing at the beginning of the vear will be
thrown up as surplus for the year in res-
pect of that business. The difterence iy
the actual renewal expenses and the over-
all provision made in the valuation would
be available for distribution to with profit
policybolders. With therenewal expenses
has to be taken the strain of expenses in
respect of new business. Since thesaving
in expenses relales to the total husiness
and the surplus is distributed amongst the
},arlicipating policyholders only, it is
not possible to relate the saving account
of expeuses to tbe bonus that may be de-
clared out of the surplus on this account
only, as it depends on the proportion of
participating and non-participating busi-
ness also in addition to other factors,

The result on the surplus of the
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difference in the rate of interest and ex~
penses provision made in premium calcu-
lations and valuation is quite complex.
Whereas a higher rate of interest used in
a gross premium valuation which is in-
variably used in India is to reduce the
reserves required to meet policy liabili-
ties, provision of a higher renewal ex-
pense ratio increases the reserves. Wherev-
er the aclual renewal expenses provided for
without profit policies in the valuation is
in excess of the provision made in the
premiums, the result of using a higher
rate of interest is nullified to some extent.
Where this is not s0 and the mortality
table is the same, the reserves are con-
siderably lower,

The net effect of these two factors
would naturally depend on.the extent of
difterence in the premium bases and the
valuation bases and would be different for
different ages and difterent terms even in
case of the same plan of assurance. It
was stated above that I feel that the pro-
vision in the premiums made . for first
year’s expenses was less than what it
ought to be and the life offices generally
spent more than what was provided in the
premiums. - This fact coupled with the
fact that the renewal expense provision in
the premiums is lower than what has been
provided in the valuation by most of the
life offices in lndia, would have created a
goud deal of new bhusiness strain in the
valuation, bhad the rate of interest used in
the valuation been the same as in the
calculation of premiums and the bonus
loading in the premiums was wholly
reserved for distributing bonus. Asstated
above the valuation rate of interest is
generally hipher and the whole bonus
loading is not reserved with the result
that in the first year the reserves which
are required 1o he set up are very much
lower and in wmany cases even negative,
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Thus the new business strain is actually
hardly felt, This very fact however goes
to limit the life offices fully enjoying the
difference between the rtate of interest
used in premium calculations and what is
actually earned. What the life offices
actually get as profit under the head in-
terest is the difference in the rate of in-
terest earned and assumed in the valuation
and not the difference in the rate of in-
terest earned and assumed in the premium
calculations. Some amount of surplus
under this head is alsorealised subsequent-
1y under the head realisation of negative
values. (As stated above by using abigher
rate of interest in the valuationsome poli-
cies give out negative reserves on account
of the value of Sum Assured and honuses
being jess than the value of ‘‘net pre-
miums’’,  These negative reserves are
eliminated in the valuation by adding an
equal amount to the liabilitiex. Asand
when further premiums are paid and the
reserves become positive, the separate
provision made for negative reserves is

no more required and is released).

In conclusion it may be stated that the
premium hases determine the profits which
a tife office would make out of the margins
betwsen the bases assumed and the actual
experience. However, as soon asa policy
is included in the valuation, the surplus
which would emerge subsequently
would be determined by t he valu.
ation bases and the actual  ex-
perience, and a capitalised amount, either
by way of new bLusiness strain or a capit-
alised profit, would enter the valuation

liability dependent upon the differences
L]
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hetween the premium and valuation bases.
Whereas the total profit or loss suffered
by placing a particular policy om the
books of a life office is dependent upon
the premium bases and the actual experience
and the valuation hases have nothing to
do with the total profit, emergence of
surplus from time to time is governed by
the valuation bases, and the diflerence
between the two is capitalised in the
valuation in which it first entered.

TABLE No. 1

Interest.
A B C b L F G

1940 443 362 428 434 400 437 450
1041 418 4.07 399 410 395 * 459
1942 4,19 392 3.56 3.87 3.81 4,06 553
1943 407 393 3353 368 379 448 447
1944 390 3.81 346 3.40 3.4% 331 4.21
1945 361 365 3.64 320 304 398 3.5
1946 3.22 359 3.8 299 284 283 3.6
1947 320 291 322 2,74 280 334 3.62
1943 352 277 3.16 269 289 3.00 3.25
1949 3.69 3.50 3.07 268 287 318 362
1950 363 305 348 290 3.08 3.48 3.61
1951 383 3938 414 343 333 338 3.40
1952 350 4.00 436 3.58 361 3.52 3.40
Average

yield 3.77 360 3.62 335 335 363 383
Interest-assumed :

(i) io premium Premiums of most of the In-

calculations  dian Life Offices are based on
24% rate of interest witha
variation of {°, in extreme

. cases.
{i1) in the last

valuation:
3.00 275 30¢ 262 2.75 3.00

TABLE No. 2

235

- Arithmetic average
* Expense provision of the Renewal Kx-

Lifs  in the premiums for pense Ratics under
Office  —— - o e =~ Rule 25(b) of In-
First Year Rencwal surance Rules for
o B o __the last five years.
A 94 11 14
B 93 13 i3
C 96 14 15
D 84 15 15
E 8K 12 - 20)
F 118 13 18

ros
This does not make any allowance for
large sum assured relites and annual

rebates which the life uffices invariably
allow,
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The Value of Life Assurance to the Community

By SHR1, P. A. S, MANI,

Publicity Superintendent,

Orientul Government Securily Life Assurance Co., Ltd.

HE strength and the dignity of a
community are measured by the
resources and the character of its mem-
bers. A weakness in a individual is
bound tu weaken the strength of the
community, drain il resources and stain
its character. Although by confining its
operations essentially among individual
citizens, Life Insurance primarily aims
at improving their resources and streng-
thening their character, it indirectly im-
parts strength and dignity to the com-
munity and diractly helps to sustain that
strength and dignity. In speaking about
the value of Life Insurance to the com-
munity, therefore, I shall endeavour to
show how Life Insurance benefits the
individual and how those benefits streng-
then the very structure of the commaunity.
And as we are interested especially in the
destinies of our nation. I shall confine
my remarks to conditions as they exist in
India today.

““lt is impossihle to conceive of our
civilization in all its vigour and pro-
gressive power without this principle (of
insurance) which unites the fundamental
law of practial economics that ‘be best
serves humanity who liest serves himself’,
with the golden rule of religion, ‘bear ve
one another’s hurden’.”” (Encyclopaedia
Britannica),

Collective Co-operation
The principle behind the Bivilical say-
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ing ‘“Bear ve one another’s burden’’ or,
collective éo-operation as it may be call~
ed, is the basis of all human progress
and stems out of self-preservation, which
is the strongest of all human instincts,
Primitive men, in their quest for meat,
mate and shelter, were driven by self-
preservation to group themselves into
tribes in their fight for conquest or sur-
vival against the attacks of otbher triles
which were inimical. Thisx then is in-
surance in its most primitive form. Tri-
bal law and custom expected or exacted
contributions of loyally and man-power
to a common pool as a sort of premium
for the protection of individual membhers

from the dangers to which they were
exposed,

A study of human progress reveals that
in the application of collective co-oper-
ation over the ages, the techniques em-
ployed closely followed the growth of
social concepts vn the one hand, and the
development of moral standards on the
other. Welford gives a graphic descrip-
tion of a system of collective co-opera-
tion in ancient China which met the
social needs and moral standards of those
times admirably. Th e Anglo-Saxon
Guilds of the Middle Ages played a simi-
lar part.  The Joint Family System of
India ensured security through collective
co-operation with the family as the basic
unit, Modern Life Insurance applies the
principle of collective co-operation to
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meot the financial needs of ivdividual
and bas made a signal coantribution to-
wards modern civilization. It owes its
remarkable progress to the development
of actnarial sciende and the recognition
of the principles of moral equity and ut-
most good faith,

Moral Equity and utmost Good Faith

I can think of very few fields of busi-
ness activity where the highest standards
of moral equity and wuvtmost good faith
have heen enunciated as the basic priaci-
ple of operations, and given the force of
scientific and legal sanction, It the fixa-
tion and application of premiom rates,
in the selection and acceptance of lives,
in the safeguarding and the servicing of
policies, in the calculation and distri-
bation of profits, in the computation
and settlement of liabilities—in fact, in
every facet of its operations, it is equity
and good faith and they alone that govern
the actions of the Life Insurance man.
Without equity and good faith, Life In-
surance might have degenerated into a
gamble.

In upholding the highest standards of
moral equity and good faith, Life Insur-
ance unfolds a way of life which aflects
the insuring public in several directions.
In the first place, it forces a man to re-
cognise the responsibilities of living,
Secondly, it teaches him the great demo-
cratic principle that he who aspires to a
benefit mast pay for it. Thirdly, it pro-
vides an object lesson in justice and fair-
ness by upholding the rule that he need
pay only what is dictated by the benefits
he wishes for himself and risks to which
he is exposed, no more, no less. Fourth-
1y, it demonstrates that honesty and good
faith can be applied successfully to busi-
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pess transactions. There is quiet dignity
in recognising the responsibilities of
living and in mesting those responsibi-
lities by one’s own efforts in the most
equitable way open to him. Thereisa
feeling of accomplishment and righteous~
ness in the very thought. Life lnsurance
epholds and sostains the self-respect of
a man, It often changes his entire out.
Took on tife. It gives him a chanee to
develop his personality. That, to my
mind, s one of the greatest contribmtions
of Life Insurance to human progress.

Savings -— their need

That the hirth of the middle class and
the first signs of the disintegration of the
joint family sysiem coincided with the
estahlishment of organised Life lnsurance
in Indfa was more an accident thana
design. Bui it was no accident that the
progress of Life lnsurance followed
the increase in the middle class popula-
tion and the decltine of the joint family
system, for Life Insurance gave the finan-
cial security to an individual that was
once assured under tbe joint family sys-

_tem. Although the moral ties which hind

the members of ajoint family together
may never he broken, the economic ties
behind the concept are fast disappearing
and, with the complete abolition of
zamindari, the full implementation of the
contemplated changes in the land tenure
system and the strict levy of Estate Duty,
and individual member of a community
may have to depend in the future entirely

npon his own rescurces to ensure a secur-
ed life.

Of the three well-defined stages into
which the financial life of the average
man can be divided, the firat, extending
roughly up to age 20, finds him as a de-
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pendent ‘learner’, the seconil, say up to
the age 55 or 60 on the outside, as an ion-
dependent ‘earner’ and the third, as a
retired ‘dependent’. He has thus a span
of about 35—40 years in which to huild
up a strong financial foundatior, not only
for himself but also for the family which
he begins Lo acquire at some stage of his
‘earning’ period. At first his income is
necessarily small, but becomes larger
with the passing of years and reaches its
peak somewhere around the age of 40-45
if his profession demands physical exer-
tion, or beyond the age of 50 if he enga-
ges himself in an intellectual pursuit.
As his tncome increases, so do his laibi-
lities towards his family.

Economists aver that lahour and invest-
ments are the only two sources of income
for aman. If labour income stops, in-
vestment income must step in. There is
no possible alternative, exuept perhaps
charity. As Sir William Beveridge, the
famousr author of the Social Security Plan
for Great Britain, says ‘A condition of
security is that the individual should be
sure of an income when he cannot work
,,,,,, due to sickuess, accident, old age or
unemployment, We need to provide
against interruption of earning power,’’
The ties of the average man to hiz family
are so strong and the interruption of his
earning power by old age or death so sure
that, try as he might to drown all
thoughts about his problems of the future
in the pressure and the pleasure of the
moment, he may never succeed in banish-
ing them altogether. He has, therefore,
no possible escape from setting aparta
part of his current earnings to build up a
reserve for the time he must cease to earn.
That is a fixed, certain, inescapable
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principie that applies to all human beings,
from the poorest day-labourer to the
richest individual,

But the principle leads to a paradox.
The average man is, on the one hand,
taught to develop a personality strong
enough to withstand adversities fairly
and squarely and, on the otber, he is face
to face with opportunities for enjoying a
few more pleasures and possessing a few
more luxuries, after meelipg the necessi-
ties of life. In the circumstances, re-
cognition of the possible risks of the
future would hardly provide sufficient
motivation for him to save, or, even if it
does, to ensure that the money he intends
to save accumulates into a reserve. It is
here that Life Insurance comes tohisaid.
By curtailing or, in the earlier stages;
even terminating the benefits if the perio-
dical deposits are stopped, and by impos-
ing restrictions on the withdrawal of the
deposits already made, Life lnsurance
creates an ubligation to keep up a policy
once it has been eftected, and this exerts
a gentle pressure Lo foster the habit of
thrift and may be, develop a passion for
regular saving for the future, 1 can say
with little or no fear of contradiction
that, but for the element of compuision
inherent in the system, a large majority
of the policyholders on our hooks would
hardly bave saved any money at all,

Estimates place the average size of a
Savings Bank Account in America at $50
and the average life, 16 months, How
much less would the average size and the
average life he in a very poor country
like India! A very rough idea may be
bhad from the tahle on page 32.

During this twelve-month period, there-
fore, Rs, 111-78 Crores were deposited in
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Post Office Savings Banks, but resulted.in
a net increase in outstandings of only
Rs. 11°76 Crores, and the balance of Rs.
100°02 Crores or 89'5 % of the deposits
were withdrawn.  Without suggesting
that all the withdrawals were from the
amounts depnsited during the year or by
persons who deposited them, the figures
prove I think conclusively that even this
most attractive channel for the investment
of small savings is nothing better than a
‘put and take’ aftair, and that the very
case with which deposits and withdrawals
can be eflected ofters a tempiation to use
it as a safe but temporary medium for
saving. This alone should prove the un-
challenged superiority of life insurance
as a safe and permanent medium for saving
for the common man, ’

Monthly receipts and outstandings at the
Post Office 8avings Banks in India for
the twelve months ending August 1953.
{Lakhs of Rupees)

(Avaar 1984
Death Protedtion - -
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The problem of building np":i reterve
for the future is furiher complicated by
the uncertainty of life.. Let us look ata
very much abridgegl life-tabje pfok;aled to
shed light on the subject:

Number Death in Quinguen-

Age of five nial age
Hving years group
20 1,000 21 20-24
25 979 21 25-29
30 958 24 30-34
35 934 29 35-39
40 905 40 40-44
45 865 60 4549
50 805 87 50-54
55 718 115 55-59
60 603 135 60-64
65 468 141 65-69
70 327 127 70-74
75 200 97 75-79
80 103 62 80-84
85 41 29 85-80
90 12 10 90-94
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July 1952 - 82,54 _ —) —-)
August ,, 8,61 83,76 1,22 739 85-8
Sept. s» 8,79 84,91 1,15 764 860
Oct. » 8,36 85,25 34 802 95-9

Nov, +s 8,03 85,54 29 774 96°'4
Dec, .. 8,45 85,95 41 804 95-1
. Jan. 1953 8,38 86.09 14 824 08-3
Feh, . 8,36 86,36 7 809 06°R]
March ,, 13,75 91,01 4,65 910 66°2
April s 9,66 9301 2,00 766 79-3
May » 9,65 03,80 79 876 91°7
June e 9,43 93,80 — 0431000
Juty ,. 10,26 953,23 1,43 883 86°1
August ,, 8,76 96,67 1,44 732 83'6

(Source: Commerce, Bombay)

A (Prepared from the Oriental (1925-35)
ultimate Table)

Here then we have a thousand young

. fellows on the thresbold of life, all fit

and upsianding, all with a reasonable
standard of financial, pbysical and moral
well-being. We see in the first twenty
years nearly len per cent of the peopl;
falling out—not a large number Lt en-
ough to warn us about the uncertainly of
life. In the next ten yearsa further ten
per cent die and by the time they are 60,
only about 60 9 of the original 1000 re-
main, Sometime during middle age, Lhe
biological and other factors which sap

the vitality of a man begin to manifest
themselves,
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The advancement of medicine and the
extension of medical facilities would, no
doubt. enable more people to live longer.
But whether much improvement in morta-
lity is possible in youunger ages, say up
to the 35-39 quinquennium age group is
a moot point. And so, bearing in mind
the trend of life and its increasing uncer-
tainty with advancing age, and recognis-
ing the fact that there will always be
some-one who will be the poorer by the
death of a family member, whatever be
his position in life, we are inevitably
driven to the conclusion that he should
insure his life as early as he can, as much
as he4c3n and while he.can. and remain
insured as long as he lives, if only to
ensure that the liabilities he takes upon
himself as an integral part of his life are
met in full. That would undoubtedly
suggest the whole life policy as the best
scheme of insurance for the common man,
but lest anyone effecting it should feel
bitter at the thought of having lived up to
a ripe old age for the benefit of the Insur-
ance Company, we offer, and to alarge
majority of people who realise the im-

portance of insurance throughout life,
recommend, that most attractive form of
life insurance for gemeral purposes, the
with profit whole life policy with termin-

able premiums,

Investment

This arrangement {s often opposed by
(1) some whose position in life during
the ‘earning period’ does not ensure an
adequate retirement income, (2) some who
are anxious to have their savings in their
bhands in a concrete form—perbaps to
fritter it away on some --unproductive, if
not worthless, possession and (3) some
who argue that they can do better with
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their money. To them we offer Endow-
ment Assurances with pleasure to the first
category of people and with reluctance to
the second category, for we know that
these policies give a man less cover than
he could have had under Whole Life Poli-
cies and leave him uninsured when he still
needs insurance, when in mwany cases he
becomes ineligible for it and when, even
if eligible, it will cost him more. To
the third category, I would like 1o ask a
few pertinent questions.

Fven if a man is so foolish as to ignore
the uncertainty of life, butl is wise enough
to realise the need for savings to solve
the problems posed by his liabilities to a
growing fawily and his own impending
old age, and to withstand stoically the
temptations of modern living, he must
concede that the investment of his savings
is as much important as their accumula-
tion. Several channels, such as Real
Estate, Business Enterprises, Stock Ex-
change Securities including Government
Bounds and so on are no doubt open tohim
for the investment of his funds but, in
considering all these and making a selec-
tion for himself, be must at least agree
with Eddie Cantor when he said, in one
of his serious moods, **All1] ask is the
return of my money, not ajeturs on.my
money.'’

Security of the funds invested is, of
course, the first considerationininvesting
the savings of a man; its convertibility
in times of need runs a close second; a
reasonable return on the money comes
nexl; counvenience of operations alro
counts. Let usz examine Life Insurance
policies in the light of these requirements;

To.begin with, security, Sufficient
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publicity has not been given to the fact
that the Insurance Law as it stands today
gives the insering public a reasonable
measure of security for the mouney they
depoxit and ensures the complete protec-
tion of their interests. Changing econo-
mic conditions can never change the face
valuve of the policies as in the case of
other securities. Secondly, convertibility.
Much progra;cs has already been made to
secure the expeditions settlement of claims
and competition hetween the Companies
can confidently be relied upon to correct
any existing shortcomings in this respect.
Insurance Law and custom uphold the
equitable right of policyholders to raise
loans in times of need on the security of
tbeir policiesexpeditioosly, conveniently,
at a reasonable rate of interest and, what
is more, without any pablicity. Thirdly,
interest. The accmmulated reserves on the
policies earn a constant rate of interest
for every moment of time they remain with
the Company. At the present rates of
bonuses and premioms, a reasonahlereturn
on the investment is assured, bearing in
" mind the additional henefit of making wap
the loss in earning power in the event of
early death which Life Insurance alone
takes mpon itsetf. Lastly, convenience of
operations. Not only do Life Offices vie
witheach other to make therelations with
policyholders more and more bhappy, bat
their salesmen go round and perswvade,
induce, beg and sometimes pester the
public to take mp and keep up life policies,
More, alt Offices now offer payment of
policy moneys in convenient instalments
as and when needed by the heneficiaries in
order to prevent their dissipation. and for
every moment of time allow iuterest on
the money remaining in their bands, nnder

such ap arrangement. .
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"Inshort, where slse, 1 ask youw, can a
man conveniently invest the small amounts
payable as premiums, and ensure that not
only these payments bu! also the #nterest
on them, will remain secure, hear interest
at a constant rate, for every moment of
time, entail neither expense over invest-
ment or conversion nor depreciation in
face value and faithfully meet his needs
whenever they arise? Whereelse? In
Stock Exchange Securities? —their vajues
are subject to wide fluctwations aciualed
by forces beyond the control of the com-
won man; the returns on them are erritic;
their sale or mortgage is often difficult
and always subject to loss. In‘husiness
enterprises? —Changing economic condi-
tions, adverse legislation, competition,
taxation, inadequacy of capital, bad judg-
ment are merely some of the causes that
drive a business to the rocks. In real
estater—Apart from a home for the fumily
to live in, real estate is & had invesimeny
proposition except to a farmer and this
view gets added support from existing and
proposed land legistation. The 1ruih of
tbe matter is thit, apart from Life 1psur-
ance, sound investment of funds dem

ands

careful selection of securittes or of pro-
perty, diversification, and intelligent and

continuwous supervision and so are suitalle

only for the investment of xyyp/ing capital
as distinguished from funds required for

use in times of nesd.  To put itinanother

form, a man ecan afford to supply risk
capital only from capital that can te
risked.  And so, inadequate as it is for
affording adequate protection, and en-
dowment assurance policy for a suitable
term stands unchallenged as the hest me-
dium of investment for penple inthe lower
and middle income groups and as the
soundest basis for the estates of those
with higher incomes,
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Other advantages

So much for the creation of the family
estate, For the wealthy man, preservalion
of the estate involves many problems, the
chief of which revolves around taxation,
That premium payments earn the right of
tax deduction is merely one of the many
advantages of Life Insurance. A judi-
cious use of Life Insurance policies will
enable a family to substantially reduce the
duty payable on an estate on the death of
the owner and, what is more, by prevent-
ing the disintegration of other property,
Life Insurance is the hest means of pro-
viding for payment of Estate Duty. Fs-
pecially because no man can forecast with
certainty the precise value of his estates
or the duty payable on them on death
until he is ‘almost on bis death-bed, the
need for bhold$ng a part of his estates in
the form of Life Insurance property be-
comes imperative, Further, studies jnsti-
tuted in America have proved that people
who have retained their affluence over @
period of years have all had a large share
of their estales in the form of Life Insur-

ance,

Of particular interest to business men,
especially those who are in partnership
with others, is the facility provided by
Life Insurance for the smoaoth transfer of
a deceased partner’s interests Lo the sur-
viviag partner. DPeople in other walks of
life too would do well to study the impli-
cagions of the unique advantage vflered
by Life Insurance for the transfer or
liquidation of estates which entails no
administrative expenses, no lawver’s
charges, no court fees, no danger oof can-
tests by velatives, no publicity of any
kind, and no loss in value,

Group Insurance

May I now say afew words regarding
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group insurance? That by long, conti-
nuous and loyal service, the workers and
jower-grade staff employed by industrial
and business houses earn the right to pen-
sions, or the wherewithal to live comfort-
ably on retirement has now heen recognis~
ed as an equitable principle, The idea
started with a few enlightened firms in
the Western countries who, following the
rule applicable to Government, servants,
instituted pension and superanmuation
funds as an inducement for employees to
remain faithful to their service. As it
gained wider acceptance, Life offices who,
with their highly techuical knowledge of,
and experience in, operating annuities,
are well equipped to handle such schemes,
began to offer group pension schemes.
Such schemes were almost invariably
financed by the joint contributions of
employers and employees.

As they gave little or no henefit in case
of death at younger ages, old age pension
schemes gave only limited relief to em-
plovees, Life Offices again rose to set
matters right by offering group insurance.
schemes. These schemes are almost in-
variably on a term insurance haxis {that
is, offering death benefit auly), cover an
entire class or an overwhelming majority
of the emplovees, without selection of
lives by the Insurance Company and of the
sum axsured by individua! emplovees and
are penerally paid for by the employers,
Alternatively, some form of permanent
insurance, either on the whole life or on
the endowment insurance basis paid for by
the joint contributions of emplovers and
emplovees, is also offered when necessary,
In several advanced countries, group pen-
sion schemes are now merged with Go-
vernment Social Security plans, hut group
Life lnsurance is gathering popularity
and momentum at a rate faster than any
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other single scheme of insurance intro-
duced by the offices in the past. In 1950
for example, out of $31,867,000,000 of
new Life lnsurance purchased in the
United States, $ 18,995,000,000 were
ordinary and $7,330,000,000 group, the
corresponding figures for 1940 being
$£11,278,000,000, $7,097,000,000 and
$£863,000,000 or an increase of 183%
(total), 168 % (ordinary) and 755%
{group) during the peried.

The position #n India is pecaliar. A
glance at the life table would show that
people die oft very rapidty in the higher
ages and that the numher dying in the
decennium immediately followisg the
normal retiring age of 60 is the highest
in the whote table. That wonld saggest
that the introduction of old age pensions
would ounly secare a small henefit to a large
section of loyal employees. A lump sum
payment towards which both the emplo-
yers and the employees contribute, may
appear to be a logical solution and this
is exactly what is sought 1o be achieved
by the existing Provident Fand Schemes.
But this is by no means an ideal solution,
for, in the first place, provident fund
payments are exposed to the danger of
dissipation upon receipt withont meeting
the need for which they are intended and
secondly, they do not ensmre adeguate
means of livelihood for the families of
employees who die early.

Attempts are heing made to solve the
problem hy utilizing the whole or a part
of employees’ contributions—employers’
contributions can, in no case, he touched
ander existing laws—towards the financ-
ing of insurance policies but I have often
wondered whether this is an ideal solu-
tion, for the insurance requirements of
the employees, at least in the younger
ages, are out of proportion to what can
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be porchased wader existing conditions
by the amouwnts at the disposal of the
employees. A solution will, mne duubt be
found eventnally and when that time
€omes, it will be found that Life Inser-
ance has again provided it.

In passing, it may be pertinent to refer
to the social security benefits available in
many countries. These schemes, embrac-
fng old age pensions, unemployment relfef
and sickness insurance including medical
treatment and compenmsation for per-
manent or iemporary disability dwe to
accidents to indestrial werkers are now
based wpon the scientific principles de-
veloped as a resalt of sound Life Insur-
ance practices, logically belong to the
sphere of Government act'ivity and, in
the opinion of many enlightened men, are

the only schemes that legiiimately belong
to that sphere.

Versatality of Life Insurance

Life Insurance lends itself admirably to
meeting several ather needs in the life of
a man, such as, for example, providing
adequate fands for the edncation or marri-
age of children, arranging for periodica)
payments of money to meet the financial
needs of a yomwng and growing family in
case of the premature death of the bread
winner, redeeming mortgages on hous,
property, granting of annuities 10 single
persons or groups, making up the lose
suffered by a business house by the prema-~
ture death of a key man, and so an, To
catalogue all the different Wiays in which
Life Inxurance serves and can serve man-
kind would amount to cataloguing all the
different financial sitwations in wbich
mankind finds itself. Generally speaking,
wherever a financial loss is apprehended,
which can directly or indirectly be retated
o tbe uncertainty of life, we can safely
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depsnd upon the enlightened knowledge
and wisdom of our actuaries to evolve a
convenient scheme to make adequate pro-
vision for the loss and upon the offices to
offer it in the best interest of the insuring
public. From the cradle to the grave, it
is Life Insurance and Life Insurance alone
that can, with certainty, insore dignity
and financial strength to a man and his
family, despite the uncertainty of his life
and the risks to which he is exposed.

If you can contemplate a large group of
people, all clean and upstanding, all fully
alive to the responsibilities they owe to
themso.lves and their families and all fully
covered to meet those responsibilities
properly and with case, you bave the
picture of an ideal commurnity and al-
though, the ideal may never be reached,
L.ife Insurance is the only institution
which strives to reach it in an organised
manner.

Problem of Poverty

Although rich in spiritual wealth, the
masses in India bave always remained
poor materially. Even in the midst of
immense natural resourcex and vigorous
eftorts te ulilise them, poverty is still the
most acute problem in India today, despite
the considerable progress that has heen
achieved during the last twenty-five vears
in the development of industriss, in the
expansion of internal and international
trade, in the construction of modern
transport and communication systems, in
the advancement of facilities for acade-
mic, technical anc vocational training
and in the growth of cities and towans.
No tonger do a majority of the peoplelive
in ignorance and isolation or oblivious to
development in the outside world. They
are up and kicking determined to follow a
new way of life and build up a solid
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foundation of security, But the prohlem
posed by ‘too many mouths to be fed and
too little to feed them with’ must be
solved before the common man can have
the right to tbis security. Thereisa
social and an economic aspect to this
problem unconunected with food shortage
and land searcity.

I — Social Aspect

The social aspect cenires round the
moral abligation of many earning members
to support other people in distress.

Out of a total popalation of 356 6 mil-
lions, says the Census Report, 295.0
millions (82.7 %) 1ive in 5,58,089 vil-
lages and 61.6 millions {17.3% ) in 3,018
towns including 73 cities. 29 out of
every 100 persons earn to support, besides
themselves, 11 others partially and 60
wholly.

249.1 million people (representing 699
in a thousand) follow agriculture as a
profession, and among them 29 out of
every 100 persons earn and support, besi-
des themselves, 12 others partially 59
wholly. Among the 107.5 millions,
belonging to the non-agricultural section,
31 out of every 100 earn to support them-
selves besides 6 athers pmli.a\ly and 63
wholly.

A superficial consideration may not
reveal anything alarming in this picture,
bearing in mind the strength of anaverage
Indian family, which bas besn estimated
at 5. Butalittle scrutiny will soon con-
vince us that the sitvation is neither simple
nor satisfying. Almostinevery household
throughout the length and breadth of
India one or more persons other thana
man and bis wife and their children live
to share the expenses but not the income,
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Interesting data has been c.ouocted and
presented by the Census Report 10 shed
light on this subject.

TABLE 1

Classification of Households. *
Small - less than 3 members;
Medium - 4, 5 or § members;
Large - 7, 8 or 9, members;

Very large - 10 or more

Type of Number of households in a

house- Typical Typical

holds village town
Small 33 38
Mediom 44 41
Large 17 16
Very large 6 5

*A household bas been defined as a group
of people who live together and take
their food from a common kitchen,

TABLE 11,

Classificatidn of relationship between
the members of a household.

Household Number in
relaticnship 100
households*
A. Heads of household
Male - {Married) 71
Male - (Widowers) 19
Females 10

Wives of heads of households 71 171
B. Sons of heads of households 108
Daughters of heads of
households 8t 189
C. Male retatives (other than
sons) 48
Female relatives (other
than daughters 72 120

D. Unrelated persons: Males 4
Females 3 7

— ———

487
(Source : Census Report Part 1-A)

THE INDIAN POLICY-HOLDER

{AeniL 1934

* Taken proportionately from villages as
well as towns., Out of 487 persons in
100 households, only 360 legitimately
belong to them. Inother words, slight-
ly over a third of the members of a
household do not belong to it,

These people whom, for the saks of argu.
ment, I would like tocall ‘ontsiders’ with
your permission, may be the parents or
the parents-in-law of the bread-winner,
the destitute family of a deceased hrother
or brother-in-law, or even a remote
cousin of the husband or wife. Much as
the head of a household would like to
limit tbe spending of his or her income—
especially because of its meagreness—to
meeting the essential needs of his or her
spouse and their children, the moral ties
inherited from the joint family system,

_are so strong that he or she is forced to

share the income with ‘outsiders’ with
consequent unhappiness, bordering on
misery, to all concerned, Much of this

;anhappiness and misery can be prevented

and a more equitable standard of living
maiatained, if all people ulilise the splen-
did advantages oftered by Life Insuranc®
to provide for the contingencies of life.
No enquiries bave, 10 my knowledge heen
instituted to determine bow far depen-
dency of destilute families or old people
upon earning members and their families
contributes to the poverty of the country,
its Jow standard of living or the inequali-
ties of wealth. Navertheless, our ohserv-
ations should convince us that an ear ning
member would have a much better chance
to lead a more decent life in the absence

of dependents who look to him for sup-

port.  And the pily of it is that, in the
name of religion, morality and ethics,
peuple are eager to make liberal contribue-
tions to charities which support widows
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and orphans in distress and at the same
time, lend little or no support to Life
Insurance which alone provides the most
ethical and moral means to avoid the
distress of widows and orphans.

II — Bconomic Aspect

Now for the economic aspect. The
356.6 million people living in the Indian
Union produced an estimated income of
Rs. 9,000 crores in 1950-51, giving a
per capita income of Rs, 252/- —a very
nearly As. 10 per persom per day—quite a
miserable income by any standard, More
people,must therefore earn higher incomes
to ensure a better standard of living.
Obviously, the business of Life Insurance
cannot directly hold out better prospects
for more employment or higher incomes
than in the sales side, for Life Insurance
does not produce wealth directly and
helps in its equitable distribution only in-
directly. Nevertheless, Life Insurance is
a potent force for the supply of funds, in
ever increasing amounts, which can be
utilised in schemes that bulid up nalional
prosperity and provide broad avenues for
more employment and bhigher incomes.
What is more, the funds must be invested
in chaonels that assure wundiminished
value for the capital, a fair and regular
return, and increasing prosperity to the
people for whose benefit they are kept in
trust, Here then we have a delightfully,
virtuous circle—a large number of con-
scientious, tbrifty people contribute very
small but regular amounts towards their
future security; the Companies gather
them and invest the accumulations in
channels thit enable more people to make
these contributions, probably at a higher
rate or savings; and the circle steadily
increases in size.
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Over a ten-year period ending with 1951
the Life insurance in force and the funds
kept in trust by the Companies for meeting
their liabilities to policyholders have
shown considerable increases:—

Increase in Life In-

Life Insurance surance Funds over
Year Funds the previous Year

Amount Perceuntage

(Rs. in crores) (Rs.in

.

crores)

1941 98.9

1942 108.4 9.5 5.6
1943 117.6 9.2 8.5
1944 129.6 12.0 10.2
1945 145.7 16.1 12,5
1946 1587.1 11.4 7.8
1947 169.7 12.6 8.0
1948 191,2 21.5 12.7
1049 214.3 23.1 12.1
1950 2241 9.8 4.6
1951 239.3 15.2 6.8

{Source: Indian Insurance Year Books)

The bulk of the assets of Life Offices,
which, in the case of Indian Insurance
Companies alone. totalled Rs.249.8 crores
on 31st Decemher 1951, is invested in
Government of India Securities.

With the accounting system we have,
the actual amount of funds supplied by
Life Offices annually to finance nation-
building activities cannot accurately be
estimated, but it should be considerable.
This is a steady and reliable source of
supply for funds and, whatis more signifi-
cant, the bulk of the people from whom
these funds are collected in very small
amounts, would not bave, bhut for Life
Insurance, contributed any money at all
towards national prosperity.

The Five-Year Plan envisages raising of
the National Income to Rs, 10,000 crores
by 1955-56 and of annual savings from
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Rs. 450 crores in 1950-51 to Rs. 675
. crores at the end of the Five-Year period.
The immediate objectives of the Plan are
increasing the agricaltural and industrial
productivity and redacing the inequalities
of income among the diflerent economic

[APRIL 1954

classes 3o as to progressively secure full
employment, adequate income, education
and security for all members of t.he com-
mitiee and the immediate programme in-

volves an outlay of Rs, 2,069 crores:—

Schemes on which the total ouilay
will be expended

Sources from which the total outlay is
expected to be Derjved

Rs. crores,
Agriculiaral and Community

Rs. crores,
Savings from current revenues of

l?ovelopment .. 361 Central and State Govt (In-
Irrigation e 168 cluding Railways) after meeting
Multi-pnrpOs-e irrigation and non-development expenditure. ... 738
Pol;:’e':" projects oo ?gg Internal loan, small savings etc.... %20
Transport & Communication .. 497 Deficit financing e 200
Industry ... 173 External assistance received ... 156
Social Services ... 340 FExternal assistance expecied 5
Rehabilitation .. 85 pe - 365
Miscellaneous 52
2,069 2,069

{Source: First

Beyond paying up their taxes, directly
and indirectly, like good citizens, the
public are hardly in a position to make
any positive contribution towards the
raising of the first of the items on the
‘resources side, but it is in their hands to
increase or decrease the amount of Rs. 520
Crares shown as the second item, repre-
senting loans, small savings, deposits
and other miscellanecus sources. ‘The
yield from this source stood at Rs. 77
crores during 1950-51 and the Pilan
envisages an annual improvement on an
average of the order of Rs. 43 crores per
annum, One of the main and the most
consistent and reliahble contribators to the
yield under this item are the Life Insur-
ance Companies. If all things remain as
they are, a good year may secure an
annual contribution of Rs. 15-20 crores

Five Year Plan)

towards this item. If the progressive
implementation of the Plan results in in-
creasing the saving power, the amount
would be appreciably increased,

the present level of saving power,
siderable increase is possible if f

Even at

a con-
acilities
for medical examination and collection
of premiums can e extended to the rural
areas

Medical Research

There are two more directions {n which
Life Jnsurance makes sebstantial conir-
bution to human progress. The first arjses
from the need for medical selection in
covering the risk on the life of a man and
for investigating the caunses of death when
Claims are made. Life Offices are pro-
bably the only institutions that can supply
accurate facts on the eftect of pbysical
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éon-ditlonl upon mortality. The statistics
collected by the Companies have, in masy
countries, provided valuable data for

‘medical researches, On the practical

side, as a result of their investigations,
Life Offices have been able to extend the
beuefits of insurance to substandard lives
(who stand most in need of {nsurance) at
equitable rates of premium and offer the
facilities for insurance, on a limited
scale, without medical examination.

Life Insurance Personnel

The second coatribution to human pro-
gress is made by the personne) employed
by Life Offices. Although a well-traioed
employee of a Life Office is oxpetted 10’
be a veritable store-house of knowledge,
1 shall confine my remarks to two pro-
fessions; actuarial and agency.

Concerning the coatribution to humaa

progress made by actuaries 1 cando no
better than quote the remarks of the most

distinguished member: of the profession
in India, Shri L S. Vaidyanathan

**While actuarial training bighiy useful
in the conduct of the affairs of Life Insur-
ance business in all its aspects hoth under
Government and private bodies and while
the call on his professioual abilities made
by the business of Life Insurance isthe
primary incentive for any young man to
undertake this arduous course, the useful~
ness of such training in other fields of
activity has been well recognised in coun~
tries where this profession bas made con-
siderable headway. Broadly speaking,
where a financial transaction depends upon
the bappening of a contingency, not
necessarily associated with life only, to
wit sfckness and unemployment, the
problem becomes actuarial’’.

POLICY~ROLDER #1

Torning to the agéncy force, 1 must
apologize for relegating them to the last

" place, for, in reality they take first place

fn ‘aity scheme of Life Insarance opera-
tions, A well-trained Life Insurance
salesman is & real asset to a community,
His knowledge of men and their affairs is
profoand; - his abilities to make frisnds
and influence people mark bim oot as a
natural leader in social and civic affairs;
his efforts in making people realise their
responsibilies towards their dependents
help to bring forth the natural good in

men, In the modern world, he is the
fimturdl friend of man in every walk of
‘life; without bim the value of Life Insur-
ance - woujd be .lost to the communfty.
Let them grow {ia numbers and let their
unceasing eftorts help India to iacrease
her per capita insurance from the present
level of just over Rs, 22 to Rs. 220 or even
Re. 2200 in as sbort a time as possible,

Poper read at the oth Indian Insurance Conference.
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The BEST and the SAFEST
~ for
Representation & Insurance.

THE
NEPTUNE ASSURANCE Co., Ltd

Clock Insurance Schemes a Speciality,

Last Valuation Bonus: Rs. 10/-&
Rs. 8/~per thousand per year
Whole life & Endowment
respectively.

LIFE FUND: Over Rs. 1 crore
ASSETS: Over Rs. 1% crore.

Apply for particulars to:-
- 104, Apolio Street.
Fort, Bombay,
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NATIONS’ SERVICE
New Business completed in 1953 exoesd Rs. 4.42 Orores.
Total Olaims paid exoeed w 6 -
Total Assets exceed wn T "

BONUS PER THOUSAND

Whole Life = - ... Rs. uz-
Endowment e y, 38/-

(On current Premium Rates for Quadrenninm ending 1951)

We invite you to share in the increasing Prosperity of this
SOUND & PROGRESSIVE LIFE OFFICE

~ BHARAT
INSURANCE COMPANY, LTD.

10, Daryaganj, DELHL
(Brancbes 8 Agencies all over India, Ceylon 8 Br. East Afnca)

L ]

THE STERLING GENERAL
INSURANCE COMPANY, LTD,

(Head Office : NEW DELHL.)
Conttolm Office for South India & Ceylon:
. M, Linghi Chetty Siret, 6. T. Madras ).
Paid-up Capital: Rs. 12,850,000

Transads

LIFE, FIRE, MARINE, MOTOR, WORKMEN’S COMPENSATION,
AVIA'I’ION, FIDELIY GUARANTEE, ALL RISKS ETC
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Branckes in South India at:

COCHIN, COIMBATORE, BANGALORE, MANGALORE, MADURA,
KUMBAKONAM, MADRAS, VIJAYAWADA AND COLOMBO,

*  The Leading Aviation Insurance Company of India.

Apply for particulars to:
K. S. RAMAMURTH]I, M. A
Deputy General Manager.
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Scientific Selection of Agents
By Sarr J. A, MANSOOR, ». com.,F.1.A,, .
Secretary, Bombay Mutual Life Assurance Soctety Litd.

O develop a sound and healthy orga-
nisation in any business whether it
is insurance, commercial, medical or for

that matter even polfitical, it is absolutely’

necessary that those responsible for the
basic task of selling the product to the
general public have in them certain essen-
tial qualities—loyaity, good salesmanship,
satisfaction in their work and thorough
knowledge of the product they are requir.
ed to sell, Selection of good agents in
insurance business thersfore is an essential
step in the scientific planning of the
organisation.

It s however only the firststep in bufld.
ing the organisation, and is nota problem
that can be set apart And tackled inde-
pendently, It is a cog in a mass of com-
plicated machinery and will be of maxi-
mum use only if the other parts are design~-
ed and manufactured correctly. For inst-
ance, no amount of sclentific thought to
selection of agents will serve any useful
purpose if proper training and gaidance
thereafter ia not available. It may be

" necessary, therefore, to touch briefly apon -

problems other than that of agents’
selection,

“Hit or Miss”

in India, unfortunately, factors have
combined to push the importance of the
subject into the background. Everyone
agreoy that it is an important sabject to
ifnsurance husiness. It is, however, a
long term project which requires imme-

diate investment of thought, money ahd
labour which will not pay any dividends
for some years. The race for big figures
and the unhealthy and cut-throat competi-
tion created thereby do not allow one to *
pause and take stock of the position,
This type of competition invites blind
appointment of any and every person who
bas local influence or some relatives toin-
sure. No account is taken of the prospee-
tive agent’s selling ability, or of his
ability to be of useful service to the
policyholder in future years. If one were
to th'nk for a moment, one would realise
that ultimately it was the policybolder
who was the decisive factor {n the:succass
or otherwise of life assurance business
and therefore his needs were of paramoust
importance. 1f he were not satisfied, he
would become bitter about this type of
investment and particularly about the
Company with whom be was *‘inviegled!’
to take a policy. This dissatisfaction
would spread to his own particular circle
of friends and relations, One bad agent,
even a thoughtless one, cap thas create
an everwidening circle of bitterness.
Which insurance executive has ever stop-
ped to think that a satisfied policybholder
is his best advertisement and & dissatisfied
policybolder his greatest obstacle?—And
if he has cared to think on these lines,
bas he troubled to gu into the problem
deeper, that with all the efficient organis~
ation {n bis office, his pride in quick

disposal of con‘espondeuce and settling of

43 —
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claims, yet one false move on the part of
the canvassing agent will bring about to
naaght all the goodwill of the pulicy-
holder which he has been trying to de-
velop all the while?

- Agent’s Role

In a country like India, wbhere 20 many
people are not even literate, where there
are lacs of villages and the blg city seems
so far away, it is the agent who has pride
of place. He is the vital link between the
Office and the policyholder. TFhe Policy-
holder is more often tham not ignorant
of what he is buying. The agent’s duty
s not only to get the first premium paid
and see thati every premium ix paid there-
-after, bwt to explain the policy condi-
tions, the advantages of the insurance.
the effects of not paying premiums in time,
He is the friend and guide before selling
a policy for he will endeavour to under-
stand the economic position of the pro.
ponent, his ability to pay the premiem,
his need for a particmlar type of policy,
of a yearly or quarterly mode of payment.
He is also the friend and guide when the
polieyhoMer is in difficalties and eaanot
pay his promimm; or whenm the policy-
holder has died and the widow is wmable
to understand how to fill in the claim
forms. Hehas a very big job all the time,
from proposal to claim, and if he does
bhis job well, he will always remain a
credit to his institotion; his company
will get the immense benefit of a good
name in his particelar circle of influence,
The need of appointing the right man for
an agency is therefore paramount and if
the insurance industry is to prosper in
India, if insurance-comsciousness iz to
develop among the people, farseeing in-
surance execotives will have to introduce,

[Armr 1954

bowever gradually, some proper plan of

scieatific selection of their Agents.

Preli_'minary Considerations: —
(7) Statistical Approach

The problem can be looked at in a
number of different ways, To begin with,
in any organisation, it #s wndesirable to
have too many agents in a particalar loca~
lity—the ‘‘optimum®’ nuember of agents
depending on, in their order of import-
ance: (1) Popmlation {2) Economic posi-
tion of the people (3) Different types of
avocation  (4) Diflerent communities,
castes etc, The prohlem when'considered

from this point of view bhorders on the

statistical, The basic principle involved
ts thaf in a given area there shonld he a
Yimited namber of agents. Healthy com-
petition between agents of different com-~
panies is very welcome, but competition
between agents of the same company is
bad, very bad jpdeed, It is a sorry spac-
tacle to see two agents of the same Com-
pany trying for a particular bwsiness and
the sordid offers of iMlegal rebates which
are boend to be made by one or the other—
it is degrading for the Company concern-
ed. Whilst such type of conflicy cannot
be completely avoided, it should, how-
ever, be minimised and to this end statjs-
tical planning in recruitment of agenis
geographically, economically, socfally
and religiously is vital, As agp example
of such statisiical analysis {t may ‘ be
assumed that it is tbe intention to enter
into the insurance field of Diswrict A.
Population, census and other statistical
sources will provide data as to the number
of towns and villages in the District, the
population of each town and village and
age-distribution thereof, tbe number and
situation of banks, the number of persons

“APRIL 1984]

engaged in the various forms of commerce

" and fndustry, the number of doctors, the
‘average income of the population, the

aumber and distribution of schools, ﬂfio'-
rent commaunities, castes, etc. whether
other insurance companies bave establish-

. ed themselves, and types of transport

faciifties available. Aithoughexbaustive,
this list is necessary, for each item to its
own small exent will belp give an idea of
the socio-economic field that is to be
tackled and prepare the ground to deter-
mine how best to tackle it. Kuowing the
population in a particular village alome
will be of little help in the ahsence of
knowledge of the economic sei-up, liter-
acy, etc. of the pspple. Where the people
are more moneyed and more titerate, there
will be scope for a larger number of agents;
where the population is largely agricul.
tural, concentration of. appointment of
ageuts in that community will pay big
dividends, and so on. This type of
stallsvlical analysis propares the ground
for sacientific relection of agents, for the
next problem of actual selection of agents
can be dealt with only after baving an
idea of the exact typs of men required —
age distribution, business position, social
position, etc. Unless this is done, mach
eftort may be wasted in training up a large
number of agents, of whom only one or
two will tura out successful later.

(2) Training programme and plan of
organisation

The next step hefore actually selecting
the agent on the lines determined, is to
have ready a complete training programme
for the agent, after he ixso relected.- The
type of training to be imparted to the
agont will affect the choice of selecting a
particular agent. For {t might bappen
that the training programme of a particu-
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lar Company is rather rigorows and im
such a cdse, it would. serve no usefal pur~
pose to appoint ai an agent, a man whose
capaciti'.o's" for sach training are limited
however fight a choice be might appear
from other points of view. 1iis therefore

essential to study the training programme
first before making a choice.

Of equal imporiance in affecting (he
choice of the agent, is the planof or
sation to be adopted in thyy localfty
he to be a diract agent of the C°mplu
is he to. work with the help of a %po’ci::

agent or salaried field-warke
T
the intention to have Y "

him 5,
agent, mors emphauis wij) bave to‘b:u““
on getling a man why is cn'p;bh i
dopendent thought, welf-re)i iy
ambition, : e h

gani-
« la

(3) Personal dunlitiea

Having studied 1y,
which would affecy
agent, and arriveq at ahtr. o of e

step,
quirements of lpeci:,l Besides th, Te-

chay
which may have Cume 10 1ign, a::::lnlc.
. ® are

agent and other

qualities which are perhaps not essential

but certainly desirable,

A good agent must be loyal. ' He must
be the iype of person who will stay on,
An agent who has worked countinuously in
one Company can face the insuring public
with a clear conscience and a proud
knowledge of the wonderful product he
Is selling, bis Company’s product, Be-
sideshe will create least disturbance in the
organisation, helping to keep the turn-
over of new appointments and new
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vecsuitment dowa, Theeflorts axpended
om his waining will aet ho. wasted, His
Joyalty will serve as ashiniag examples to
other agents and to the policybolders
themselves, His first duty~ service ta his
policybolders—will always be falfilled.
It is the disloyal agent who capvasses
cases for one compamy, leaves asd joins
another insurance concern and then often
approaches his old policyholders with
wroag and harmfol advice to make their
old policies paid up, ot surrender them,
and take out fresh polictes inthe new con-
corn. This is harmful and-agarinst the
futerests of the bewildered policyholder
who does not know what'to do'and tiegins
‘t0 douht all imserance men and thé very
fdea of insurinece. ‘Plsloyalty s the
Breeding ground of Yex and decelt and
strikes at the very foundation of good
organisation. Unfortanately "in India,
loyalty is at a discount. An agent, tired
of one Company and waniing to join
another but not wiling to 1ase'his renewal
commissions, is allowed to wdrk in the
new Company through a benami agency,
in the name of his wife, son, daughter or
other relative or ewen in a ficilfions name,
More often than not'he is encouraged to
do ‘thifs by the fleld officials thieinselves,
Government has irled to db tis ' bit to
encourage loyalty through the Code of
Conduct recently introduced but what
price such eftorts when agents are per-
mitied to work in any name whatsoever?
In this country, therefore, loyalty is the
first essential requisite of a good agent,

A good agent wust he literate and capa-
ble of fully understanding, with proper
training, the iuntricacies, procedaures,
etc,, which are necessarily ’ involved in
insorance underwriting. It is only when
ho can understand what be 30115 then he

‘HArra 4054

ccam sell it to athera, . Beimg fully con-

-varsaat with . the suhject wiy gine him

seif-confidence ia counler-acting e
thowsand and .one .difficulties which he
will meet in his prospecting. 11 is pot
necessary that bp be a matriculate in a

village, or gradumate ina ciy as long as

be is intelligeat and capable of learaing.

A good agent must bave the abillty of
salesmanship. In his prospoétlgg, he s
bound to meet with many dificalties,
but with patience, good manners and
pleasing disposition, and ability to
tackle a prospect at the proper time and
place and in the proper way, many a
sales-tesistance would he overcome A
good salesman seldom fails. '

A good agent must be a respectable man
in his community, preferably with a num-
ber of dependents. Respeciability is im-
portant more parlicularly in a cosntry
like India where the agent’s role ia vory
fmportant, perbaps too important. 1la
bis centre. of operations, his name is
syponymoss with that of the Company he
is representing and an agent ‘who is not
well up in the regards of his commuaity
will be automatically bringing to possible
disrepule the Company itself. Further,
if be has a nwmber of dependents, it {s
more probable, ‘though not always so,
that he is aware of his responsibilities
and thus works harder in his business of
canvassing and organisation.

Ambition, the will to succeed, the de-
sire to advance steadily in the line and ia
due course improve his position and
create his own organisation of ageunls, is
# feature which should be looked for and
developed, if found., Whilst it is sol
absolutely essential that every guod agent
possesses it, it s the feature tbai is the
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backbowe of good orgamisation for it is
the granary from which the fature big
fiold appoinuments of the Company are
drawn. Sach persons, too, tura oat very
loyal to the Company for they sealise that
their future in insurance is bomad with
the Company they represent and henoce
they strive always to better thomsel vesand
put {n noreloﬁort.

Finally, it is esseatial that the agent is
fairly well off to start with or if heisnot,
that at least he has a job to give him some
facome until he develops his ability to
sell insurance and gets the necessary
trainiag from the Company to doso. In
India, agency remuneration takes the
form of commission only and hence a new
eatrant in the field cannot be expected to
live on his insurance oarnir;gs for the first
few months when he is undergoing train-
ing, learning the ropes and canvassing
his first cases.  Unless the system of re-
wmunerating agents is changed and salaries
are permitted to them, at least during the
course of their training, this requirement
for an agent is essemtial, Of Course,
companies who are prepared to spend
money for preparatory training of their
appointees prior to their officially taking
up agencies, can do so within the terms
of the present law but perbaps thix is uot
feasible in view of the huge outlay it in-
volves and the present small marginsin
expense provisions, Experiments, how-
ever, can and should be made in localised
areas to select men for training as agents,
during which they will be paid some
living wages. Thereafter they can be
appointed as full fledged agents with con-
sequent stoppage of =alary., If this ex-
periment is found successful, it can
gradually be spread; thus is paved the way
10 sound organisation,
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Heow %0 precesd

In the city, applications for agency -
can be advértised in the daily newspapers,
or circulars issued to college students or
efforts made to suggest persons for ageacy
by the existing field staff. Out of the
number of applicants for the post, the
problem is to make a small choice. The
first step thverefo/re would be to ask the
applicants to fill in a detailed qie:tio:ﬁ

naire, This questiounaire witll take the

foliowing form,—

(a) Name of applicant (b) Fducationat
qualifications (c) Date of birth (d) Nem-
ber and particulars of dependents (e)
Present occupation, if any (f) whether
the applicant has worked directly or
indirectly in any other life assurance
Com}pany and if so, full details of
appolintment, husiness and severance
with that Company (g) Has the appli-
cant ever represented directly or indi-
rectly, any concern for selling their
products on salary/commission basis?

*If so, give full detafls (b) Does the
applicant desire to take up insurance
selling as a whole time career? If not,
what other occupation will tie appli-
cant be following? (i) The applicant
should give full names and addresses of
two respectable gentlemen (aot relatives)
who may bhe referred to regarding his
character, etc., (j) Has the applicant
any friends or relatives connected with
insurance industry ?  If =0, give details
(k) Has the applicant any ready busi-
ness to be canvassed? If so, how much?
(1) Does the applicant bold any agency
licence? If so, give details. (m) Co-
pies of all testimonials available should
be submitted.

Along with this questionnaire, a note
should be attached outlining the career
which 1ife insurance has to offer and the
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immense oppertunities availablado areally
amkitlou person; at tho same time, it
should be made clear that the. insnrance
agent has a tough ]ob in the u:ly stages
and must he preparod to meet wlth a lot of
disappointments. " Oply those pgrsons
really keen to do this type of work, and

particalarly those who would in’ the néar '

futute prefer to take up fnsurance whole
time should fill in the questionnaire,

- When the questionnaires are received,
they can be scrutinised and those which
obviously serve no purpose in being look~
ed iato farther can be separated and filed.
The remaining batch of applicanis should
now be called for personal interviews
hefore & panel of at least 2 or 3 judges.
They ‘should be questfoned individually
about thelr past experfence, their social
1ife, their friends. If they had experience
Ix another insurance company, full facts
should have heen previously ascertained
from that Company. Their selling ibality
can be tested by pntting hypothetical
cases before them and watching how they
would deal with the problem. Marks may
be allotted by the judges for deportment,
salesmamhip. qualifications, etc. Those
baving highest aggregate marks should
agafn be calleg for a second interview.
They should be explained in greator detail
the career they are going into, its diffi-
cultjes and recompenses, If the applicant
is prepared to goahead, he may then bLe
selected.

It is interesting to note that if the law
made it compulsory that ap applicant pass
a special examination, such as.is held by
the Indian Life Offices Association, it will
make selection of agents so much easier,
One can then be certain that the agent
has complete understanding of the subject
and is willing, in the majority of cases tp
remain faithful to the insurance industry.

(Arhis 1984

This raises an Interesting questiow, whe-.

ther this criterion for agency can be
adopted by any one Company. The ans-
wer is a practical No, not at preseat.
Whilst one can encourage passing of . such
an examination one cannet insist on it
since at the moment there are so few
qualified persons, Further, the remuner-
ation of the agent being on a commission
basis, there is no special encouragement
for, deeper stady into the subject. Oge
can, however, prescribe that one’s salayi-
ed workers must be au qualitied and thi,
would go a long way in encouraging mbn
people to study for the diploma. True,
whilst imparting the training tothe 2 agent,
the matier can bebrought up and an anompt
be made to sell the idea, This is a maties
of training, however, and need not be
furtber discussed bere,

- One pointvmay be stressed and that is,
jnter-alia, it is wiser to take a man who
is youanger, but not too young, say about
25 to 35 .years of age. Itisalse wiser
not to consider for appointment a person
who has worked for anocther insurance
Company unless there is a very sound rea-
son about which one should be satisfied
beyond doubt, for his severance with the
provious Company:. The rolling agent
understands and appreciates no loyalty and
is notdesirable. Finally, it i, ahsol utely
necessary that the appointment be given
to the applicant in his own name only,
Perhaps in this way, the company will
lase the business of a number of persons
who do not want to work in their own
names but that is po matter; it is more
than recompensed by the iutegrity ana
loyalty of its workers and the Cunseguent

good name it can command with the
general pablic.

In cities it is not perhaps necessary to
interview the two respectable gentlemes

ArriL 19%4]

.named by the spplicant in his answer .to
the questionnaire, but in villages aund

small tawuas, stch teﬁmgco is ane&ohhy .

A personal interview will serve a far more’
useful purpose than a written series of
questions, and in this interview the con-’
fidential opinion of the gontlemen can be
ohtained about the applicant, Perhaps &
few tactful questions can evince replies
which will enable the questioner to check
up with the statements made by the appli-
cant,

Finally, prior to the appointment the
_person to be so appoiated canbe medically
examined, Whilst one will not be too
particdlar about the health of the candi~
date, as for instance insurance under-
writing, yet it is desirable that at least
the applicaat is suffering from no disease
which might prevent him from undertaking
the type of joh which insurance agency
implies, particuiarly at the early stages.

Scientific selection of agents is thus
seen to be a problem of a more complex
nature than is gauged at first glance. It
fs the product of detailed, statistical- pre-
paration #nd interpretation, of studied
investigation {n the training and organis-
ation methods and thus of formation of
basic special requirements for the selec-
tion. Itisa history of questionnaires
and {aterviews, questions and answers,
of cross-examination, It is the process
of psychological analysis of the applicaat
and how he would fit in with the ordinary

and special requirements which the post -

demands. ln spite of all this, however,
it is an essential step in the right direc-
tion, a step whose necessity inrurance
executives must begin to realise if the in-
surance industry {3 to prosper and fulfil
its role of lnsurance and Service to its

millions of participaats. .
Paplr read af the oA Indian Insurance Canjemm

THE INDIAN POLICY-HOLDER | 49

SURANCE CO., LTD.
Head Office: MASULIPATAM.
(Esed.  1925)
ANDHRA marches forward with a
sound and steady record.

Total Basiness in force about Re. Ten Crores
Totsl Assots sxceed w . Twe .,
Total Annval lacome about «» Sixty Lacs

Transacts LIFE, FIRE, MOTOR, MARINE
and all other Classes of Insurance.

Our Muadrus Office:
“Andhra Imsurance BuMIul"
387, Thambu Ohetti Street,
G. T. MADRAS,

ALSO OFFICES AT:—  Bombay, Nagpur,
Delhi, Bungalore, Belgaum, Anantapur,
ucundorabad(bn.). Berhampur, Ernakulam,
Pezwada, Rajahmundry, Guutur. Jamshed-
pur, Calcmn Visakbapatnam, Dibrugarh,
Muzuffarpur, Allahahad, Etc.

1954
JUBILEE VALUATION YEAR-

COMMONWEALTH
-Assurance Co., Ltd., POONA

With confidence progressing In all its
Insurance Branches

LIFE * FIRE * MOTOR - ACCIDENT
and WORKMEN’S COMPENSATION,

Better opportunity to influen-

tial and energetic persons seek-

ing representation of the com-
pany on liberal terms.

8. M. JOSHI,
Managing Director.
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“MUTUAL ASSURANCB

'COMPANY, LIMITED.

" Head Office: U.l?l, S. India.
" Betd . 1985.

.Canara Mutual occupies a umque position of distinction
amongst the sound Life Offices in India. Constituted as a
Mutual Company, the entire profits are shared by the partici-
pating Policy-holders alone, there being no share-holders. It
has paid bonus since inception and in, all the Valuations con-
ducted on progressively stringent basis it has showna surplus.
In-its fourth valuation as on 31—12—1950 conducted on an in-
terest rate of 2347, a bonus of Rs, 12/- and Rs. 9/ per thou-
sand per annum and interim bonus at the same rates have been
declared for Whole Life and Endowment Assurances res-
pectively. The Company has maintained its reputation by
fair treatment. For more details about this progressive
Mutual Life Office, write to~day to its Head Office.
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JIJ’PITER GENERAL
INSURANCE CO. LTD.,

Head Office : Bank Strect, BOMBAY-1.
Madras Branch : Jupiter House, 187, Broadway‘

LIFE, FIRE, MARINE, MOTOR, AVIATION, PERSO-
NAL ACCIDENT & SICKNESS, WORKMEN’S
COMPENSATION, RIDELITY GUARANTEE,
BURGLARY, LIVE-STOCK, ETC.

TOTAL ASSETS
Over Rs. 3,35,00,000

Administrator: Dewan Bahadur R. VARADACHARI
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Expense Analysns
By Smrr V. SESHA AYYAR, n.a,
National Insurance Company Lt

YHE financial stability of a Life Office
"depends on many things; upon
sound underwriting methods, upon
economic management, upon prudent in-
vestment protfolio and abeve all upon the
adequacy of the premiums charged. 1f
the subsequent experience of the office

-should prove that the premiums charged

have been insufficient it will not be ina
position to guarantee the full liabilities
undertaken. Three elements go to build
up the premiums viz., mortality, interest
and loadings — the first two form the net
premium and the third constitutes the
additions that are made to meet the office
expenses. It only stands to reason that
every premium charged must be adeyuate
to cover the risk and the expenses in con-
nection with the particular policy and
also provide a reasonable contribution
towards gemeral expenses and leave a
small margin for fluctuations and profits,
As regards expense loading the principle
of adequacy broadly means that the office’s
expenses of administration as a whole
must be provided for in the premiums
paid as a whole. Though the mortality
experience for an office comes in for in-
vestigation every year it is rarely that
the expenses are analysed to ensure that
the expenses of management are within
the expense-loading provided for in the
premiums received. Such an investi-
gation serves two purposes: First to test
the adequacy of the present loadings and

second as a means of neceqsar'y
alternate loadings at the time of revisiu_g
the premiums.

The complexities of apportionment of
expenses among the various types of poli-
cies are obvious, There are of course
certain items which can be definitely
attributed to a specific policy viz, com-
mission, (initial and renewal) policy
stamps and medical fees. The remaini:;g
and preponderant part of the 'expensés
cannot be identified with particular poli-
cies and therefore, should in theory be
met by an equitable contribution from
every policyholder. The extent and
nature of the loading depends upnn the
opinion formed as to how administrative
costs should be allocated. The largest
expense is incurred in conmection with
placing the policy on its books. These
include agency commission, over-riding
commission, medical examiner’s fees,
policy stamps etc. The first two items
can he expressed as a percentage of the
premiums and the last two depend on the
sum assured. Once the policy has been
placed on the books; various types of
service charges have to be met — account.
ing, actuarial, legal etc. These charées :
taken as a whole depend on the number
of policies in force and sums assured
while specific expenses like reuewal com-
mission is expressed as a percentage of
tbe renewal premium. Most of the other

51 —



582 : THE INDIAN POLICY-HOLDER

items of expenditure like salary and
allowances, rent, printing and stationery,
postage etc. present complexities when
attempt is made to analyse either accoré-
fng to sum assured or premium iancome. -

Let us take a bhypothetical case when
the premiums for Whole Life and Endow-
ment assurance policies are derived from
the formala, )

1
P =1-1x {xoop '+ vy +c}
Where Pis the net premium per unit of
Sem Assured, I the initial loading, C the
constant loading and K the percoeniage
loading. The total amoent provided by
the formula for finitial expenditure i
(I 4 C)%, of the sum assufed plus K
per unit of gross premium and for rene-
wal expenditvre is C %,y of the sum as-
sured plus K per unit of the gross pre-

_miam. As far as policies for large sum

sssured are concerned the above formula

abandouns the principle of chargiog each -

policy holder the same sum for certain
types of expenses. In order to see
whether the expenses of management for
a particular year (which includes depre-
ciation on furniture, Motor Cars and
other assets which do not earn interest,
preliminary and organisation expenses
written off, pensions to staff, contribu~
tion to Provident Fund etc.) are within
the limits provided for in the premiems
colected it is necessary to allocate the
total expenses into ‘‘new and Renewal’’.
The first year expenses should be regarded
primarily as those incurred for obtaining
pew business. The only item that can
be directly apportioned is commission

and for the other items no hard and fast

rule can be 1aid down. Ttems like Policy
stamps, doctor’s fees, advertisement
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charges can be considered as mew busi-
ness expenses and ilems like logal expons-
es, valuation expenses may be taken as
yenéwal expenses. In respect of the
othet expenses like rent, salaries, post-
age, printing and stationery, Director’s
fees etc., the allocation presents difficul-
ties and have to be dune in the light of
detailed analysis of every ttewm. ‘lhusa
large proportion of first .years oveshead
consists of salagies of Branch Managers,
and Inspectors, travelling expenses.
These may be determined in the Mght of
actna) experfence arising from new pre-
miom income and may be assessed as a
percentage thereof °

The method of procedere can be ex-
plained with the aid of a simplified ox-

‘ample. For a certdin year the following

might be the particalars.

Sum Assured Premiums
Endowment & Whole '

Life Assurance Rs. Rs
In forcs at the beginning '
of the year 800,00,000/- 36,00,000/-

In foroe at the end of the

year « 840,00,000/- 37,809,000 -
Issued during the year ... 100,00,000/. 4,50,000/-
Other types of policies.
In foroe at the beginning

of the year .o $00,000!. 12,000/-
10 force at the end of the

year 350,000/ - 14,000/
Issued during the year ... 60,000/ 2,400/-
Total expenses and

Commission 740,000/

On the basis of the method outlined above
the expense may be allocated as say Rs.
-350,000/- ‘‘New'’ and Rs. 390,000/-
*‘Renewsal’’. Thus we have in respect of
Whole Life and Endowment assurances

sum assured corresponding to premiuvms
paid during the year =

-

o1 17904 ]

'800,00,000 4 840,00,000 ¥'100,00,000
Wik 3 N A

‘Relative premlnml =
36,00.000 '+ 37,80,000 +,4,50. Bbo

D) —— ux 89, lsm,-' L T diatme g0y
In uspect of othor typen of policies re\;tlv. preminm ' ‘ '
=12 000 | 14, 000 + 2,400
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Assuming that the oxpenm ln connection

_with the other types of policies is 10%

of new and 5% of renewal preminms.
This acconnts for .1 x 2,400 viz. Rs.
240/- and .0%(14 200 — 2.460) =Rs.

'590/-« This leaves Rs. 349, 760/~ and Rs.

389,410/~ for new and renowal expenses,

In the premiums formala assumed above
let s take initial 1oading as 30 56, const.
ant loading as 1.5%, and pércentage
loading as .08 per unit of gross premi-
ums,  Accordiog to the premiums the
proviston for new expenses is (.030 +
0015) 100, 00 000 + .08 X 4,50,000/-
= 351,000/~ as compared to actual expen-

'ses of 349,760/-. ‘The provision for re-

newal is (870,00,000 — 100,00,000) " x
.0015 4 (39,15,000 — 450,000) x .08 =
3,92,700/- as compared to actual expens-
es of Rs, 389,410/-,

_ In actual practice the working would
be more complicated as separate allowance

-has to be made for single premium poli-

cies, Whole Life policies after premiums
cease and also for -the fact that the fre-
quency of payment of premia vary bet-
ween individual policies.

Another useful line of investigation is
to see whether the expenses of manage-
ment conform to iba: provistous of bosar-
ance Act 1938; Section 40(B) of the Act

. requires that after 31-12-1950, no Insurer

14;2'00!: D
‘shall, n respecl of Lifo Inmunce bmt-
Dess transacted. by him {a Indla. spond
as expensu ot‘ Managament in any calon-
dar year an amount in excess of the ptn-
cribed umhn. ln ptucrlbing the llmlr,
weight bar been given to the size and aqo

_of the Insurey. Thus in the ono of an

Insurar of over 10 years Manding. whose
business in forco ls vot less than 10
Crores of rnpoon. thc percentage allowod
by. way of expenses is 90 % of the first
year’s premiums and 18 % of the renewals,

.ln respect of any first years’ premiums

where the maximum premiums paying
period ander the policy is not throughout
life nor more thano 11 years; the perceﬁl-
age of the first year’s premiums wi]l be a
number equal to 73 times the number of
whole years in that period Centaln ex-

.penses in respect of annuity business are

also allowed. 11 is therefore," neceuary
for all life offices to keep every item of
expenses under supervirion and. cantralgo

-conform (o this provision.  The expeure

ratio as defined by Section 40(B) is a
function of the first year’s premium col-
lection, renewal premiumé and expenses
of management, A comparative study of
the expenses of different offices will indi-
cate variations becaose the conditfens in
which they operate differ. The first apd
most sigaificant iz the preportion of New
Business in a year to the business in force.
New Business strain arises for the reason
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that a large part of the expenses are in-
curred at the time of placing \he busisess
on the books. Thus a Company embark-
ing ou a programme of rapid expansion
of its operational field by opening duw
Branches will find ftself in an unfavour-

able position when fts expenses are com-'

pared with those of amapher Company
whose New Business figures have stabi)is.
ed at a lower portion of the Business in
fotce. In order to kesp procurailon cost
at a minimum it is necessary to exercise
strict badgelary control of the expenses of
the Branch Ofice.” Tbe Branch Office is
'p‘r‘ﬁ‘l‘xu;i]y concerned with procuring New
Busisess and a major portion of the éx-
~ penses incurred by the Branch can be
: ittﬂbgtad to this.  The expenses 1n ihis
gonneétion consist of the Brapch Mana-
ger’s salary, Inspector’s salary, Travell-
ing expenses, Agency 'and over-riding
commission, To this has to be added
‘medical examiner’s fee and that part of
the cost of running the office which ‘tan
be debited to New Business actount, It
is uwsdal Yor ihe Head Office to allocate
certain percentage of first Year’s and
renewal premfum collectichs by “‘ihe
Branch within which the Branth has to
operate. The percentage will no doubt

~mism and B% of the
‘ .comld‘oud reasonable.

‘bearing on the financ

fhonir 08¢

depend oun the volume of work handled by
the Branch ‘Ofice. Thas for o Brasch
which pays Ageucy commission and doc-
tor’s, fees, 5% of the first yeoar’s pre-
rn:wnhny be

The Average sum assared per Polfcy in
force is another index which bas a bearing
on the expenses. The percentage of
lapses to gl\a business done in various
years ia an,jgpo;tant" factor bhaving a

aancial resources of the
Company, The premfam collection in
respect of Now Bng!posa will notbe usually
syfficient 10 meot the procuration cost,
the corresponding expenses and’ claims
and to set-up the necessary Policy r.omir-

.es. The deficit will bave 10 be financed

by ,ghe;po}lclpn already io tbe bouks of
the Company. This deficiency will te
progressively liquidated when the fatuse
premiums are paid and if a good propor-
tios of New Business is discontinued,
t:h resulisin an irrecoverable loss., It
should therefore, be the jmar
eslightened manigou:ont t m:k‘:m ::
departure from the accepled standards of
business voderwriting and to have safe~
ruards against bogus business.

Yaper read at the b Indian Insurance Conference.

l | WANTED | l

Appiications. are invited from persons i
l desirous of buildi§;up Insurance Ca?efe:bl
r ?

appointment as _

Write for particulars to

The Managing Director,

The 8shyadri Insurance
‘ ' Nasik.

ganisers from Rs. |
Rs. 400/- p. m, according to capacity,

lity
for
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*  lnsurince Association of [ndia
ApoRess ofF THE CHAIRMAN, MR/ N. K. ROYE, e
at the Annual Greneral Meeting of the Delhi Regional Council held on -
’ 29th March 1954 :

XA iz a rare honour and privilege to be
' able to stand before a gathering lfke

this — all top administrators of the
Geoner#l Insurance {h the Delhi Region —
to address them as their Chairman,

. Yoy

As your Chairman, 1am wnot snpposad
to criticise the Five Year Plan of lodiaor
to tell yon as 10 how India may be affected
by the U. S, Military Aid to Pakistan. 1
am supposed to kesp myself within the
four walls of the past, present and futare
activities of the Delhi Regional Council,

‘As for the past & present activities,
that is, as to what the Delhi Regional
Council has been able to do in its three
year’s existence and at what stage of
progress it has been able to reach, we
have said in detail in our Reports, which
are already in your hands,

You have also heard my learned colle-
agues, Mr. A, N. Oberoi, the Chairman of
the Fire Sectional Committes, and Mr.
Charanjit Singh, the Chairman of the
Miscellaneons Sectional Committee. So,
1 don’t think, 1 have many more things
of interest to tell you in that connection,
I may only supplement a news item in the
Council’s Report about having a Uniform
Basis of Levies & Subscriptions for all the
Regions in India. The proposed Meeting
of the Sub-Committee with the four
Chatrmen of the four Regions, as is
mentioned in the Report, was held on the

218t of January this year at Calcutta and
I, ae the represemtative of your Regioan,
attended that Meetling. I may tall you,
gentlemen, It was not a very easy job far
us to meet the arguments and counter-arge-
ments of the learned & veteran members of
the Tariff Committes, who formed this
Specfal Seb-Committee, But, still I may
tell you that all of us fared qufte well in
the viva voce examination aud, as a result
of that, thé Special Committee had uttima-
tely to decide in favour of all of us, fliat
i, théy decided that the ‘‘status quo®’
be maintained. )

But ohe other thing, very important,
came out of our deliberations, While dis-
cussing the basis of Subscriptions & Levies
of the diftéerent Regions, we all gut oppor-
tanity to examine in details the expendi-
ture of the different Regions in reference
to Premium Jncome, As a result of this
discussion, we felt that it was possible
and also desirable that we reduce our ex-
penses to the minimum, with a view to
lessen the bhurden of the Tariff Insurers
who now-a-days have to contribme to ‘a
number of Counclls and ' Committees.
Afterwards we received a directive to this
effect from the Tariffi Commities as .well.
As for the Delhi Region, we were already
running our aftairs very sconomically and
this was appreciated by all even at the
last Aunual Genersl Mesting of the
General Insurance Council, which ‘1
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attended as your representative in Bombay.

Now let me say affe wards about the
fatare. By the word fétare Ddon’l thend

that 1 shoald play the part.of aa- Astrole~ .
gér and faretwll sometbing ahout the future . -

of your Region or Council or Commijttee.
What I megn to say is, as to how we
‘should proceed with onr work in:the best
.Auteyeats of tbe Industry. Or, ifyounlike,
_.you may take it that witkr ypur indulgence
‘1'want to give ynu some **advice-gratis’’
-as many Chaitmen are tompied o do on
-mch accasions, :

‘. ;Abom thh advice part of it, gentlemen,
1 shall not begin with the cogventional
- axpression of modesty speaking of my in-
compaispce tg.say things before, you. 1
-3 one of those who believe that each &
‘every man has a.story to,tell before the
world in the light of his pecsliar expe-
riences. I, therefore, want to say a few
. words about this mach-talked-of Code of
Cenduct, Yonr last year’s Chairman, Mr.
Seib; had spoken at jength of the Code of
Coaduct that was to come. And now in
the Covncii’s Report, this year you bave
read that :*‘the Executive Committee of
the Geoneral lasmrance Cosncll finalised
the Code during the year under report and
also the machinery for the implemeantation
of the Code. Under the regulations of
. she machinery; am Administrative. Sub-
Committies for the Region was constitnted
.and Mr. D, L. Puri, the Dy, Chairman of
the Coancil, was nominated asx Council’s
nominee on the Sab~Commitiee. Your
'Council made arrangements in the Office
of the Council for the accommodation of
_Mr. M. Pal Wadhawan, the lnvestigating
. Officay, appointed by the Executive Com~
L mittee (in July 1953) under the machinery.

Since then, the Staff of the Regioual

N
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Council who had already been rendering
secretarial assistance to the' Adwinistra-

Yy ,S?’““'CQMQ‘QQ hls been aulstlng the
fnvoaﬁgat ng Gﬁcer too.*’

Though this bu Appareatly nothing
,more than a news valne 1o bs hecause the
Regional Council’s powers are only ‘1o
control and regulaie the yates, advaxpa’
terms & conditjons that may be oﬂorod{
the Tariff Insurers’’ angd it does not have
"any authority to :take cognizance of any
‘malpractice’ other than ‘‘breach of
Tariff’’, yet due to the fact that we afo
‘#ito spendtiig a portion of the Revenne of
‘the Delhi Regional Council :for the Ad-~
‘i nlstrati ve Sub~-Committee of the Govoral
Insarance Council and :its’ Invesigatisg
Officer and have also sent a representative -
it 1- am permitted to *ay %0~ to “that
Police Department of the general laer-
ance Council, 1 think, that even as_your
Chaitmau I have a right to say what we
all feel abqn\ it, But still 1 would like
to make it very clear to all of you bhere
that whatever I would say now about the
Cnde of Conduct and the Admlnictrati\o
bnh—Cmnmineo should be 1aken ax cald in
my personal capacity and these are all my
“personal views. {

."Gentlemen, § ask you a straight ques-
tion. Search your hearts and give me
your reply.. Has ibe Code of Conduct
really done any good to your Institution?

~Has any special benefit come to the Share-
- holders aor Policyholders of your Com-
panies, to safeguard whose interest the
\Executive Commities of the General In-
surance Council has taken 50 mych trouble
to introduce this Code? Ou iba other
haud, de younot fesl that.since thy ia-
troduction of this Code, the malpractices
have rather increased and the competition

A 1954)

ia buniness- ias becowe mote-kesn and

wabealthy and things have taken aturm
for worse in every respect? Believe me,
I am one of those who remained above
the malrucucea. aud has been {oumu;
the Code strictly since Tt camte. ' Bat, °
may tell you here, it has not in’ any way
benefiited me, rather it has detmed my
progress.

‘Now, if I ask you as to what you thiak
to be the remedy for this, I know, you
will say ‘‘we all should make very serious
& concerted efforts and make it a success,”’
But, I say, gentlemen, chances of serious
& concerted eforts by all of you appear
to me merely a wishful thinking and
pious hope. It is a vicious circle yoy are
all in. It is really impossible for you to
come out of it with the help of this Code
of Conduct.

Gentlemen, I, therefore, venture to
suggest that the Code be scrapped. I
know the Controlter of Insurancs, who
bas introduced a big paragraph this year
in his Blue Book in praise of the lnsur~
ance Councils and the Codes of Condauct,
would not agree with me though he also
knows in his heart of hearts that with the
doing away of the Code, the practxces to
avoid the Code might a\so go.

There is no reason why the Insurance
Companies he not left alone 10 manage
their own houses within the Over-all
Limit? What difference it makes to the
Controller if I spend 1wq rupees tord ta
one item and save two rapees from the
other; or if I procure my business through
whole-time Inspector or part-time Ins-
pectors; or if 1 have two Branches within
a distance of 40 miles, if I ¢an manage
my things within the limits of economy
prescribed by him? When the ceiling

]
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rate of expsnse has béen fixed, what is the
idea.. ih anybody's {interfering in my
details? Tl)e Controller of Insurance is
already there to keep a vigilant eye on the:
lpurpnm‘:lndnsu,,.nd if at sny timq any”

. Ihsdrance Tompany resorts ‘to” practices

towards national growth,

likely to be harmful to the trade in general
or to the Sharebolders or Policyholders
in particular, the Insurance Department
can always come down with a heavy hand’
oo the offender. It is always a more judi-,
cious and 8- more practical step to spot
oyt the black. sheep than to pupish the
whole fluck.

1f due: to thig.coutrol, a Company with
the best.of intentions, cannot work freely
and unnecessarily sustainsg. loss thor‘eby.‘
then where lies the necessity or utility of
that coptrols - -Measures, which are likely
to defeat the very parpose for which they
arg enacted, do not deserve to be coutipnw: .
ed with.

' Gentlemen, these are the Controls which
breed black-marketing, Once Controls
go, free trade comes into its own and
there is an end to bl dCL‘deket Indian
Insurance Industry requhes less of shack-
les and more of freddom and discretivnary
powers to make a sizable contribution
The strict
enforcement of the Over-all Limit should,
therefore, be the only control for us,

Now, gentlemen, something:about the
Administralive , SubeCommities and its
inmeligqﬁug Offcer, W_(thou_t_ meaning

tany\hmg personal, 1 feel, there is an

inherent defect tn the working methods.
So far as I know, as per the present pro-
cedure, if the lnvestigating Officer receives
a complaint from anv Tarift Insurer, he
has fo pass it on to the Secreta\\'y of the
Administrative.Sub-Committee, who then
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“Over 83 Years of Faithful Service’
" Founded on Principles “at once Democratic and Sound.

The Bombay Mutual Life Assurance Societ

bas been steadily’ sepving the public through'e'mte chI;;:;

or more, an aqutstanding contribution to the country’s pro.

gre:ss_. It bas”held steadfastly to one single aim “Service to
dlicyholders”. The “Bombay Mutual” belongs to its

Policyholders: They own the Society. They Control it.

We have various schemes to suit indivi
Write for particulars today. ® iodividual "°°4"

THE BOMBAY MUTUAL LIFE
ASSURANCE SOCIETY LTD.,

(Esta. 1871) . |
Head Office:- Bombay Mutns] Bldg.
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cBr¥ties the complain tiFalt “thé Mot brr} picker™ “Fdbn’t know P al’bl

Ap a8,

bgrs of the :Co LT :
agreed data, “al T8 o

is held to consider hf compl;}

< nt.  This
Meeting is generaji¥. il oabo il i

or two. The Committee thlpoat, f:,_‘,;
a‘routine procedure, asks the Complainant

Office to settle the. mafler amidably with

the Office cozglﬁnpq against, . Jf that
. E 8 ¥ ;% & - X
v %z*god.. ‘othérwise

the Papers are again placed bhefore the
Committee in the next Meeting whenever

it is held. In that Meeting if tite Com- .

mittee considers it a. proper case for
{avestigation, then only the caseis passed
an to the Investigating Officer, who then,
on a date convenient to hiwm, gdes for in-
vestigation. This is such a lengthy pro-

q,qduri that by the time' the Investlgating

Officer reaches the spot. for engmiry, say
after 5 or 6 months he finds that things
have already been managed in such a way’
that it becomes impossible for him to
prove aky ghilt Mgsinit Vi party onceyor
ed. So, Isay, geutlemen, why this fuss
of {nvestigation, which cannot preduce
the desired result even at such a heavy
cost, every ple of which again is paid by
the Tariff Insurers? ‘

Gentlemen, if you. however, feel that
the Government Coatrols would not go as
easily as I think ft should, it is high time
that we do something about these four
Administrative Sub-Committees and .the
Investigating Officers, so that some real
good may come out of their labour—and,

good or bad, they at least justify their-

name and éxiutbn,ca as the -Police Depart-
ments of the General Insurance Council,
As it is now, | am constrained to remark
that the position of the Investigatipg
Officer is nothing more thana ‘‘goose-

_the pair_of lovprs sp that nobody can:
” Srea dlAST ;;
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an, gentlemeh. it remains for me tot

Khpok you from thy, epdtom of my heng':
for the great honour you me by elec~.
tag “le yoar ORitednin. or the yeuy,
1953-54 and also for the patient hearingy

“you bave given me here, 1

:

‘ SRR ¥
1 plso take this:opportunity of thanking
most sincerely my colleagues in the Couns®
cit, ‘bat’ fdr whose unrtinted support &
co-operation;: 1 .could not do whateve}’i
little I bave been able to do as the Chair-’
wagn of yoar Councll,. *
T ! : ey
My best thanks are also due to the
~Chalrian ¥nd the Metibérs of Firs ahd
® Mtscellaneour Sectional Commiitees, #Whé
have domp 2emiy; ery ;Fragitable (work
during my regime and have earned namg
for thkis Region.

1 would also like to repeat here what
" we have sald in our Cotmcil’s Report thag

© ‘““the staft of the Council performed theiy

dutfes efficferitly and to the en#ire satis~
faction of the Council.’””. As-such they
all and particularly the Acting Secretary
deserve our thanks,

‘Befora 1 finish, 1 welcpme mostheartily
on my own behalf and on hebalf of you
all, the Members of the New Council and’
the "New Committees. 1 parti rly
welcome the néw ‘etranis’ ‘of lﬁ@;ar.
who, 1 am sure, with the beginners’ zeal
snd epthystasm, would contribute mate-
rially in faising the Delbi Region to
bigh and higher position in future,

1
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'THE METROPOLITAN
INSURANCE . COMPANY L'ro.,i.,

Head Office: CALCUTTA.

New Business €ompleted in 1083,
Exceeds Rs. 876,00 000

WANTED
Agents and Organisers
on attractive terms in unrepresented areas

MADRAS BRANCH:. o .
52/53, Thambu Chetty St.,, Madras-1.

Other Offices in the South at: Madurai, Karaikudi,
Emakulam, Vl]ayawada -and Bangalore.
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THE NEW_GUARDIAN OF INDIA LIFE msca co., L, t
. Head Office: \

-

(Estd: 1934).

beeral Pohcy conditions, decéent Bonus to
Pohcybolders .and prompt payment of claims are
. among the .characteristic features of the Company’s
working. :

A Policy in this sound Life Office is.an excellent
asset; its Agency is a valuable business connection.

mﬂuentlal persons.’

Tlle New Guardian of lndm Life Insce. Co, Ltd,

HRead Office:
“Umited India Lite Bldg".,
Esplanade, MADRAS.
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Association of Mutual Life Offices in India

Presidential address of Sri T. R. A. Pai,
" at The 5th Annual General Mecting held at Bombay on Sth April, 1954,

thank you once again for the honour
conferred on me by your electing me
as the President of the Association for a
second term. Last year when I expressed
my gratitude to you on a similar occasion
as this, 1 did {t with the fervent hope of
laying down this office soon after the
event. But you chose otherwise, The
practice of electing a new President every
year is ‘really a very wise one and I am
sure you all think likewise.

Reviewing the relevant events and our
activities of the foregoing period, 1 bave
to mention first and foremost the several
representations made by your Association
to the Taxation Enquiry Commission.
Attempts have also been made to bring
home to the State and Central Govern-
meats the undesirability of their entering
into an unfair and uahealthy competftion
with Indian Insurers by pampering and
expanding the activities of their respective
State and Postal Insurance Departments.
During the period the tread towards
mutualisation has been progressive, The
Estate Duty Act has been placed on the
Statute Book. The idea of evolving an
Aptitude Test for Insurance Agents suited
to Indian counditions has also made much
beadway in the programme of the Indian
Life Assurance Offices Association, The
one thing that I have to stress with a note

. of regret is that with the advent of inde-

pendence the spirit of Swadeshi appears

‘to have sagged in the minds of our people

apd this is borne oul by the rising output
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of the Foreign Insurers in India as against
the falling business of the Ilndian Insurers
in this country. With this general review
of the picture I would like now to take up
only its important aspacts in greater detail,

1 referred to - the representatidnn made
to the Taxation Enquiry Commission.
The first of them was made in June, 1953’
giving the various arguments and case-
histories in support of exempling Mutual.
Insurers from Income-Tax on the same.
basis as Co-operative Insurance Societies.
For this we received a reply stating that
the name of our Association bas hepn
placed on the list of those desiruus of
giving evidence before the Taxation
Eonquiry Commisston when it started tak-
ing it and that a copy of the Questionnaire
of the Commission, which was then under
preparation, would be sent to us in due
course to enable us to send to the Com-
mission our views in detail in this matter.,
Subsequently when we were requested to
submit our reply to the Questionnaire we
did so in September, 1953, A further re-~
presentation was also made in November,
1953 basing it on the latest decision of
the Supreme Court of Canada finally stat-
ing that Mutual Companies cannot he
assessed by their Gavernment {or purposes
of Income-tax. In December, 1953 we
ouce again made a rcptesentaiion clarify.-
ing the position of the Matual Insurers
hecause of the attempts heing made by
interested sources to confuse the principle
of Matual co-operation prevailing in the
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Mautaal Companies by splitting the single
group of ils members into participating
and non:parficipating  policylolders,

In this matter we bave inade the position:

of Mutaal Insarers crystal clear and re-
moved the confusion, In brief, owr argu-
ments conveyed to the Taxation Enquiry

Commission- the idea that both Nutual

Insarers and Co-operative Insarers belong
to and carry on their main business with
their respective members and therefore
Mutual Insurers too should be given the
same exemption from Income-tax as Co-
operative Insurers,

Taking up the question of State and
Central Governments enteving into un~
haalthy competition with the Indian In-
surers, 1 have to emphasise the supreme
importance of owr appealing to and per-
swading the said Governments to stand by
the Indian Insurers by clusing down their
Postal and State lnssrance Departments.
At a time when the indian Insurers are
facing a very- keen competition from
Foreign Inswrers under conditfans which
are very favourable to the foreigners, these
attempts of the Siate and Central Govern-
ments to further increase the difficultion
of the Indian Insurers are really deplor.
able, In this connection 1 would Vike to
guote from a publication caMled *‘szrvica’’
of Washington, U.S.A:—

“‘An atlempt was once made in England
to sell life insurance throvgh post offices,
It failed. .

Y

+:Saveral State Governments offer insur-
ance to state residents at low, over-the-
counter rates withont notable results.
Looking into this attempt to do away
with the need for insurance salesman, a
special commission of the Massachusetts
. Migislature reported: :

[ArriL 1934

ﬁinan*aqce is a necessity of.life which
most of our citizensneed but of which
 many wilk not avail themselves un/ess
wrged or soliciled to do so through the

medium of agents (tbe tialics are
ours),”

Iif the Governmenmis of sach bhighly
advanced and Inpurdnce-miaded countries
like:tbe U.S,A and the UK. have failed
in their attemptz to popalarise the State
Insurance, "in spite of #ta being cheaper
than private inrurance, how can the Go-
vernmentz of a comparatively leas insur-
apce-minded country like Indias and #ta

‘States  popularize Siate luswrance? In

short, 1 would like to say that the earlier
the Government asthorities cloze down
thoeir Departments for securing Insarance
Business the hetter for them. Experi-
menting on and sabsidizing such schemes
at the expense of the tax-payer is not only
golng to be a strain on the State revenues
bdt also comtribeting to 1he growth of
wnemployment by depriving regmlar ln-
surance Agents of tbeir dwes apd jobs.

Besides, the atlempt of the Governments
1o popularize their insurance schemes
which are slightly cheaper simply spoils
the morale of Indian Inserance market
instead of increaring the business of their
Insurance Departments toany considerable
extent. Out of their total Life lnsarance
and other Insurance funds of Rs, 208 cro-
res as on 31- 12—1931, the Indian Insy-
rers have invested abowt Rs. 122 crores 1o
tndian Government Securities alone, ahout
161 croves in the securities of Part B
States and in al about Rs. 141 crores in
Government and approved secerities.

Under such circumstances it §s the daty of

these Governments 10 stand by thelr in-
digenons Insurance Companies and help

.it is recognized that Vife

APRTL 1954}

~ fioms in 411 ways #ind not th do any thing

detrimental tq-shelr progress. aud; aAxpac-

sjoun. . \

A N & ! R Y i
Regarding the trend towards mutualisa-
tion of uroprietory companies: 1.am really
bappy that the Prithvi Insurance Company
of Madras is nndergoing the process of
mutualisation. It is also reported that
the largest pmprhtoty company in lndla:
viz: **Oriental’’ is also going to be
mutualised shortly. Tbus the way for the
mutualisation aof ‘proprietory lIndian In—h
surers is now paved. We can therefore
look forward to the day when this Asso-
ciatien can count very many of the presen
day Prpprietory Insurers on its roll ax
mutual insurers. .

Selection of ipsurance agents ia by far
an important aspect ‘of our business. The
better the selection; the hetter will be the
business and the morale of the Insurance
world as such, Lt iz also likely that the
totgl anpeal output of 1ndian Insurers will
go up if care is taken by them to select
only quamy ‘salesman. . As seleltion
standards are raised, the double purpose
of building up public goodwill and re-
moving the {ll-will caused by the less
competent agents in the past will be serv-

ed very well,

Today the total new business produced
by Indian Insarers is slowly going down
fsom year to vear compared with that
produced by Foreign Insurers. For ex-
ample, the Indian Insurers’ new husipess
was 131°4 crores in 1946, 118°4 croves in
1950 and 116°5 crures in 1951 as against
12°9 crores, 13'7 crores and 16°4 crores
produced by Foreign Insurers for the
respective years. One of the main reasons
for this is tbat the Foreign Insurers select
a definitely better class of salesmen tbhan
Indian insurers.

Another important reason for this fall
in the total of the Indian lnsurers’ new
business is the fast diminishing in or
vanishing of the spirit of Swadeshi amoug
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Idaians. - With the ndvent Of -poliieaP
freadom, Many of Oy ~Gpantry- men have

) bogrmF to ((xget thq nee? for purturing the

spirit 'of Swadeshi. 'Potftfcal indepen<
dence does tiot imply economit'indepen-.
dence'and 9ntil a-nation becomes econo-
wically free, it will dotbea really free
natiog. So our fixst duty today is-t¢ build
the economic freédom. of ong coupsry and
that can be dune 1o a ceftalgiestent by:
increasingly patronising. Ivdian Igsurers
and not Fnreign Insurers, Today Indian.
Yysurers stanid ‘ob a par Wit Foreign lo-,
surers if not qxcel them, . Therefore {t is
quite eAseritidl that Indians should patro-
nise therindigenous Insurers only,

The future of our Association is very"
bright because Mutualiration has become
the most .Acceptable. farm of ineurance
ownersbip and management of hoth today:
and tomorrow, At present it is desirable
that all the existing Mautual Iasarers {n*
India, howsvever small or large ‘they
may be, -enrol--themseliver as members of .
this Assocjation and streng(hen our hands

%0 that We Ry sérvé. them % eir full=

fledged representatives in all matters where
such united effort i{s neceszary. Under
any circumstances I can assuie all Mutuak
Insurers, whether they be members of 1his
Association or not, that thev can bhank
upon us for whatever service 'we can rend-
er them at all times beciure our main aim,
is to serve the common cause of Insurersé
in.general and Mutual lnsurers in parti--
cular.

Finally, before 1 lay down this Office,
let me doubly thank the members of our
Fxecutive Commitiee viz: Sri M. V.
Sohonfe, Sri P. C. Ray and Sri C. M.
Srinivasan and Sri S. N. Agarhe, the
Haonaorary Secretary of the Association for
their bearty ro-operation during the twa
consecutive periods of my Office as Preqi-m
dent, '

Gentlemen, et e thank you all for tha
very kind and patient bearlng you ha\e
given me. e : ‘ :
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[ArriL 1934

B g ;e s - e ey e gt oy iy, oy oo e e finn = ey o P o B

‘A man is known by the Company he keeps
 “Hindusthan Ideal’s” Agents are proud of the
Company they represent.

They are proud of the: reputation “Hindusthan Ideal’
has earned with its Poli

x sive policies it offers, for the record of propmt, fair
setti;ment of claims, and for the Bonuses it pays to its

Policyholders. Above all, for the perpetual enewal
Commissions it offers to them.

THE HINDUSTHAN IDEAL
INSURANCE COMPANY, LTD.,

{Incorporated in India in 1935)
Masulipatam. y
CENTRAL OFFICE:
l‘.ll Bex Ne. 1801 : 3233, Lillglll Chetty Street,
' Madras-1
General Manager: $, RAMACHAR.

B g cction iy cothin oo e § B § e werling Aoy =An sl s

ders, for the wide range of
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'l'llE LAKSHMI INSURANCE CO., LTD.,

Head Office: DELHI.

A Leading Life Office.
Assels Exceed ... Rs. 6,50,00,000
Total Assurances in force exoeod ., 24,70,00,000
Chaims paid exceed » 1,62,00,000

-

Bonus
declared in the last VALUATION as on 31—12—52

Rs. 11/- per thousand per annum for Whole Life.
Rs. 9/- per thousand per annum for Endowment,

(on current premium policies).

3 For particulars write to:—

The Branch Manager, The Branch Manager,
Lakshmi Insurance Co., Lid.
4/105, Armeniaa St,

i G. T. Madras-1

pathipuram Pont,
Coimbatore.

Lakshmi Insurance Co., Ltd.
10/2, Dewan Bahadur Road, Ratnasaba.

A

Thirteenth Annual Insurance Conference
held at Patna On 28th march 1954, under the auspices of the

. Insurance Club, Patna.
Appress of Mz, K L. GUPTA, MA, ACL1, FLA, FFA,,
General Manager & Actuary, Bharat Insurance Co., Ltd., New Delhi.

IFE Insurance business {n India has
made commendable progress during

the last ten years. The New business as
well as the business in force has increas-
ed considerably. Whereas at the end of
1943 the total business in force in India
was Rs, 378 Crores, it increased to Rs.
916 Crores at the end of 1952. But inspite
of this progress the total insurance pro-
tection enjoyed by the Indian people is
very meagre indeed in relation to the size
and population of the country. We stand
almost at the bottom in the list of the
civilized countries in the matter of per
capita insurance. The causes of our back-
wardness in this matter can probably be
traced primarily to two facts, namely (a)
lack of knowledge nf and apathy towards
lifo insurance, and (b) the poverty of cur
people. Our field force, is trying strenu-
ously to carry the message and gospel of
insurance t0 as many homes as is possi.
ble within the limitations imposed on them
inter alin by the cost of procuration of
business, and it is mainly because of the
increased insurance consciousness created
by their efiorts that insurance companies
as a whole are more or less able to main-
tain from year to year the peak fizures of
business reached in the years 1945 and
1946. I need hardly mention that life
insurance in India received a great fillip
in the years 1943-46 when goods were
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scarce and money plentiful,  We can
centainly depend upon our field officers

‘for their endevours to make more and

more and more people insurance minded
and even expect a steady growth of new
business but withoat a tangible improve-
ment in the financial condition of 'the
masses it would be too optimistic to ex-
pect any spectacular increase in the busi-
ness. While our " production, both agri-
cultural and industrial, is steadily in-
creasing, which means that our total
national income is increasing, our popu-
lation is also simultaneously registering

‘a rapid increase. In fact the trend seems

to be for the population to increase more
rapidly than the output of goods and
surely this state of affairs is not conducive
to a healthy growth of our economy, It
is, however, a happy augury for the coun.
try that the necessity and wisdom of
limiting the size of families is dawning
upon our people and it is to he hoped
that the movement for family planning
will receive the full support of the people
and the Governments alike.

Insurance Companies are credit institu-
tions and credit, like a very delicate
plant, needs extremely careful and tender
bandling, For its enduring success a
Company has 10 establish its reputation
for just, fair, and I would even say libe-
ral, as well as sympathetic dealings with



‘66 THE INDIAN POLICY-HOLDER

its workers and policy-hofders, and the
workers have to earn the confidence of
both the policyboiders and the . Compeny,
Too much care aad camtion CAn, lhvo—
fore, nbver'be exerclsed in the ‘deleciion
of the proper type of swpervisvry sstafl,
Any amount of eflosts spent . in incwlcat-
ing in them a spirit of faithfwlness and
loyalty to the institation will have been
-well invested, ‘Moreover it ds one of those
matters in. which an ounce of ., praatice is
‘worth more than a poand of . theery and
:she superior officers have 4o set a good
exsmple for their jwniors. I for ane
-would iike the greatest: emphasis to be
-laid on tha development of those: perso-
-nal atributes.and qualities  which ' make
4ov real success in any bmsiness. Sinceri-
Ly of pwrpose, - habit of hard, regular &
planned work, correct-behavionr .towasds
everyone and honesty .:and :jutegrity .are
some of /the essamiial .quaiities, 1 should
not, hdwever, .be mnderstood: to .atiach
insufficient dmportance to.the sechaica)
-and business training which the Compa-
:mies ave keen to impart - 1o their wovkers
ia one way or the:ather buet my .pwpeose
is to emphasise that the training in res-
pact of individeal comduct as marrated
abeve is equally essestial.

Inswrance is yet mostly confined to the
wban areas. It is but meet and proper
that it showld now spread to ruial areas
as well. Lack of facilities for. remitting
promiums is, bowever, one of
the greatést obstacles in the ways of
" the Companies. Although at some places
one could arrange remittances through
“Post Ofice yeot there are still a vast nam-
"bet of places where Post Offices do not

“éxist.. Moreover, tMe ‘cost of sending

Wowney otders is regardéd as an unwelcome

~barden by the policy-boldess. Those .

Companies who have a nember of depend-
able workers who could be entrusted with
; tiqu it QM!H pumluu have
nnch Hb‘utﬂnappotttnlﬂu, of praodiug
thsir 6po§a!iom in ‘the thofusii) areas.
Theew ure: sasee persons in every Company
~ewhoybave.established, thair confidence and
who could be entrwsted with .this work
but for real spread of inserance in rural
areas themeed for having such depeadable
field - wogkers. in .much larger numbessis
obvious.

May 1 now refer to the provisions of
the Insurance Act with regard to Specia)
"Agencies, As you all know, (hd instite-
tion of Special Agency in its present form
is the creation of the Insurance Amend-
‘ment Act 1950, "Whalever may have been
the roasdns and objectives for introducing
this class of intermediaries, the practical
outcome of the provisions of the Act has
been to drive away good inswrance work-
ors, wholetime as well as part-time, from
the commission basis, evidently Lecause
the maximum remwnerations fixed by the
‘Act for a ‘Special Agent are very inade-
quate, Inserance Companies bave accord-
ingly beedun obliged to switch over many
61d workers and to try new ones on regular
salary basis, very often against their
wishies and sometimes against the wishes
of the workers themselves, There are a
number of field workers who would feel
bappier to work on overriding commission
basis with the rate of overriding commis-
ston going wp with higher prodactioa.
Experience during the Yast two years has
convincingly proved that new salaried
appointments prove very cestly in many
cases as it is almost impossible to assess

in advance with any degree of reliability
the productive capacity of a worker.
Whatever .the system of paymeni, we have

fArmir 1934

+APRIL 1084 )
.40 remember -one cardisalfact, nawely,
that the quantam of remuneration has got
to bear a re\atlom\xip to the premium in-
. come,’ :and i 1f  that: is so awd if ewesyome
concerned recognises the ipevitability of
this relationship, is it not better that we
ireasonably assure--ourselves about dhe
capacity of a worker before we put him
on a regular salary basis? During this
period of probation, as we may calt it,
the methad,of payment may be either. pure
commission basis or a combination of
salary and commiszion basis. ‘1 need
hardly mention hefore a gathering like
yours that everyone who comes forward to
take up insurance work is not necessarily
snited for the werk and that explains the
fading out of a very large proportion of

.the entrants fo the field work+in a short

period, It can, however, be argued that
commission appointments may tend to
become Benami transactions with the sole
object of paying higher commission to
the agent. - Thix line of argument would
assume that the Company doing so will
have to pay the agent’s commfssion,
overriding commission te the . Benami
organiser or .the special agent and the cost
of the Inspector supervising the agent.
1 da not rule out the poskibility of such a
thing happening but with the overall ex-
penses baving been statutorilv fixed I can-
not.comprehend how any Company can
really afford to do so, Let us, therefore,
not be misguided and carried away by
imaginary fears, mistrust or feelings of
self-righteousrness. I have often pleaded
that with an overall control of the ex-
penses, . Insurance Companies should he
given complete freedom in the method of
organisation because that alone will ensure
growth of the industry.on healthy, sound
and:clean lines, 1 am sorry I have dilated
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>80 mach ona mattet which is familiar to
“you all and it has been a case of "carrying
‘conl to New Castle,

I :would now like:  to'make a ' fow
observations on the Estate Duty Act
more particularly as it affected 1ife insur-
ance business. You are probably sware
that death duties in one form or another
are today levied in aboat 40 countries
‘{ncluding almost all progressive ones and
even syme of the less developed conutries.
Among our neighbours Ceylon has death
daties sinee 1919 and- Pakistan s!hce *the
last four years. s

- The main objective of death duiles is to
reduce the existing imequalities in the
distribution of wealth. In the modern
conception of a WalfareState imposition
of ‘death duties to prevent cancemtration
of wealth in few hands is constdeted ' afl
the more necessary. Ian the gure fiscal

- gense it would enable the Central Exche-

quer to gather reasonable amount as
revenue which would assist in financing
development schemes of the country, It
‘may alse be mentioned that wlth"ll‘ué‘ pre~
sent rates of income taxation there is not
much scope for large accretions in future
to the wealth of the rich persons, asa
.very large portion of their income is taken
-away by taxes, .The operatiun. pf estate
duty "on the same estate on two or three
occasions. is, therefore, likely to reduce
ft radically, aad like other couatzies we
are also not likely to have many very rich
_people after a generation or two. -Accord-
. ing to the present estate duty razes, '40 %6
.will be taken.away by the State.of.all pro-

perty in excess. of ‘Rs. 50 "lakhs. Aq
against our maximpum rate of 40 9% the
bigbest rate. in England is 80% owall
. propertty in excess of £1,000,000 { Pounds
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One Million). Ouz rates, th;ufpu, are
comparatively lower than those of other
advanced countries and it is likoly that
the estate duty rates in India will also go
up with the passage of time. Therates of
estate duty, like the income-tax rates,
have been fixed in slab system so that
diflerent rates of dmly are applicable to
each successive slab in ascending scale.
The schedule of those rates is:-

Rate per cent,
Joiat  Other

Value of Estate. Family. Property
% %.

On the first Rs. 50 000/- Ni1 Ni}

On the next Rs.  50,000/-. 5 Nil
do Rs. 50,000/-, 7.5 2.8
do  Rs. 50,000/-. 10 10
do  Rs. 1,00,000/-. 12.5 12.5
do Rs. 2,00.9001-. 15 15
do Rs. 5,00,000/-. 20 20
do Rs.10,00, 000/-, 25 25
do  Rs.10,00,000/-. 30 30
do  Rs.20,00,303/-, 35 35

[Arniy 1054

No: duty is payable on the first Rs,
50,000/~ of thve”pr'opo‘rty which consists
of anm -interest in. a Joint Hindu Family.
In the case of others no duty is payable
on the first Rs' 1 Lakbh of the principal
value of the estate left by the deceased.
The actual percentage of the duty to the
total valne of the estate would he smalter

than the rate applicable 1o the last stab of

the value.

For praper appreciation of the progres-

sion of estate dety rates, 1 will have to

Oz the belance 40 40 take you thromgh a Yabyrinth of figures:—
Incidence of Estate Duty
Indévidual. Joint Family
Value of Estate Duty Porcentage Estate Duty Percentage
Estate ayable. E. D. to Estate E. D. to
payable Value. payable, Estate valee

Rs. Rs. Percent, Ra. Percent.
1.00,000 Ni Ni1 2,500 2.8
1,25,000 1,875 1.5 4,375 3.5
1,50,000 3,750 . 2.5 6,250 4.16
2,00,000 8,750 4.37 11,250 5.62
2,50,000 15,000 6. 0 17,500 7. 0
3,00,000 21,250 7.08 23,750 7.01
4,00,000 36,250 9.06 38,750 9.68
5,000,000 51,250 10,25 53,780 10.75
10,00,000 1,51,250 15.12 1,53,750 15.37
15,00,000 2,76,250 18.41 2,78,750 18.58
20.00’(”0 4'01.250 20.06 . 4.03'750 20 ‘8
30,00,000 ?7,01,250 23.37 7,03,750 23.45
40,00,000 10,51,250 26.28 10,53,750 26.34
30,00,000 14,01.250 28.02 14,03,750 28.07
78,00,000 24,01,250 - 82,01 24,03,750 32.0%

1,00,00,000 34,01,250 34.01 34,03,750 34.03

APRIL 1954]

The estate duty constitutes the first
charge on an estats and cannot be wound
up and distiibuted until the duty is paid
in cash. Ready cash may not be easily
available at the time of death and may
have to be provided by a forced sale of or
loan on  the security of a portion of the
estate. This may entail substantial loss
of capital. Apart from this considerable
delay may occur in raising the necessary
cash by means of a mortgage or a forced
sale. Moreover, if death duties are not
paid within the specified time interest
may be imposed by the taxing aathority. -

The necessity for cash fund at the time
of death is, therefore, quite obvious. The
idea of leaving cash balance in a bank
when avenues of profitable investments
are available can neither be practical nor
appealing. Life Assurance Policies would
best serve the purpose. A life fnsurance
policy offers a ready, convenient and
trouble-free means of providing for pay-
ment of death duties during one’s own
)ife-time.  The policyholder’s estate is
left intact and at full value for the benefit
of the beneficiaries. It avoids losses
which may be caused by a forced sale of
assets in an unfavourable market. While
taking out a policy for making a provision
for payment of estale duty the possibilities
of increase in the rate of estate duty
should be kept in view and a policy for a
higher amount than the expected liahility
with the present rates should be provided'
for. If on account of any reason the
provision for paymentof dety by means
of insurance policy is more than the actual
duty payable or even if no duty is payable,
the balance or the whole of it, as the case
may be, would be payable Lo the heirs of
deceased.
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Certalin properties have been exempted
from payment of estate duty aithough
they are included for the purpase of fiad-
fog out the priacipal value of the estate
for determining the rate. lncluded in
them are (1) proceeds of insurance policy
or policies for the purpose of paying
estate duty and assigned to the Govern~
ment to the extent of esiate duty payable
but not exceeding Rs. 50,000/,

(2) fosurance proceeds 6n the life of
the deceased to the extent of Rs. 5.000/.,

and (3) mounies earmarked under a
policy of insurance for the marriage of
any of tke female relatives dependant oun
the deceased for necessaries of life to
the extent of Rs. 5,000/~ for each of such
relatives. Although these policies have
been exempt from payment of estate daty,
the rate of exemption will be the average
rate payable on the principal value. To
make it clear I would cite an illastration.
Suppose a person leaves an estate of the
total value of Rs, 15 lakhs including the
amount of the policy of Rs.50,000/-,
Assuming that the deceased was not a
member of the Joint Hicdu Family, a sum
of Rs. 2,76,250/- would be payable as
estate duty as per the Schedule I have just
read before you. The amount of reduction
permissible on the life insurance policy
for Rs. 50,000/- would he Rs. 9,208/-
calculated as

2,76,250 x 50,000
15,00,000

The total amount of the duty payable
would thus be Rs. 2,67,042/-, It could
also be said ‘that on an estate of Rs,
15,00,000/- the rate of duty payable ex-
pressed in percentage iz 18.419%. The
amount of reduction permissible on life
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Saswrance policy of Rs, 50,000/~ would
alao be at this rate namely 18,41 9% which
would calculate to: :

' 50,000 x 18.41 Rs.

9,205/~

. 100 N
Another very important provisfon of the
Estate Duty Act from the point of view of
}ife insurance business is Sectlon 34 re-
lating to the aggregation of property,
The proviso to this Section provides that
any property in which the deceased never
had any interest shall not be aggregated
with any other property. Such property
shall be considered as a separale estate
and the duty shall be leviable at the rate
applicable 10 the printipal valwe of swch
sbparate estate. The rate of duty appli-
cable in swch cases will be very mach
smaller,

As Life Assurance Policies taken wnder
Section 6 of the Married Wemen’s Pro-
perty Act satisfy the provisions above-
stated, they, for the purposes of Estate
Duty Act will be treated as separate
estates. The resvlt of this is that a life
assurance policy wpto the extent of Rs,
1,00,000/- taken wnder the Married
Women’s Property Act in case where the
deceased was not a member of the Joint
Hindu Family would be exempt from pay-
ment of estate duty, In England each
separate policy thus taken out is treated
as a separate estate provided the trastee
in each case is a different person. As the
Indian enactment follows very closely the
provisions of the English Estate Duty Act
1 feel every podicy taken out in ludia
undey tbe Married Women’s Property Act
would also he treated as a séparate estate
aad, therefore, in case of a deceased who
1% wot a member of the Joint Hinde
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Family any nember of policles of Rs.
1.}akb each would be exempt from pay-
meni.-of estate duty. L meed hardly em-
phasise that in case of such policien the
entire sum payable wader them will be free
from paymeat of estate dwty, wunlike other
Jifo asswrance policies where oaly the ro-
bate at the rate of duiy payable on the
whole eatate is allowed, '

Absolute gifta made by the deceased
without any reservation, at Jeast two years
prior 10 his death {six months in the case
of pwblic charitable purposes) have also
been exempted from estate dwty under
Section 9 of the Estate Duty Act. To be
able to get this exemption (1) the donee
must take immediate possession, (2) the
donor must he excladed from posression,
(3) the donor must not retain any benafit
either by contract or otherwise, and (4)
tBbere must be no reservation or any secret
arrangement, Like any other properiy a
life asswrance policy cam adxo be gifted
away.. A pelicy of life asswrance absolute=
1y and irrevocably assigned by way of gift
at least two years {or six months if the
gift is for pmblic charitable purposes)
prior to the date of death of the assured,
would net awract estate duty provided
after assignment no further premium there-
on is paid by the assignor and any pre-
miwms if paid after assignment are paid
by the assignee, A life assarance policy

after it has been comverted into a paid-up
one and which is absolutely assigned
fhereafter by way of gift on the life assur.
ed sarviving the statutory period of iwo
years after the assignment wowld also be
exempt from payment of estate duty.
Similarty, a single premium policy ora
poticy that has become fully paid by rea-
son of payment of entire premiams pavable
theresnder will mot be dutiuble if gifted

—~
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tway likewise, These icleg of life
assurance of sy shosht. wl: ?Q glftod
away absélutely W11 be exempt

meat of duly provided fhe gift was muh
two years prior to the death of the donor,

The most suitable policy for the pay~
ment of estate daty would be a whole 1ife
or a whole life limited payments policy.
Howevar, even an eéndowment policy
would serve the purpose equally well pro-
vided even in the case of matarity of the
policy during the lffetime of the iife
assured the amount is made payable by
an irrevocable assignment to the President
of India for meeting the estate duty at the
time of death, The rules for the proce-
dure of assignments etc. have been gazett.
ed for eliciting pnblic opinion and they
futer alia provide thateven the existing
policies could be irrevocably assigned to
the President of India for meeting the
estate duty. To enable the older people
to provide for the estate duty by means of
a life insurance pelicy, many a Company
have decided to insure people even upto
the ages of 60 or 65. Single premium
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policies wonld also_be ayailable . to cov#
the risk of death withlii twq 'years, the
statutory period ﬁxod for making gifb
valid,

Before I conclude I should very wmuch
like to express my greal appreciation of
the encrmous service your Club is render~
ing to the lpsurance professipil Your
Club is one of the foremost of its kind in
the counfry. I am glad that occasionally
meetings are hold by the Club to discuss
the important and curreat matters con=
nected with Insurdnte so as to keep its
members fuily posted with the develop~
ments fn the Industry, By having a res
gular Journal of your own you have con-
siderably helped in bringing the art of
insurance selling on scientific lines by
imparting to the field force the right type
of advice and knowledge about insurance,
You are very fortynate in baving sume
very enthusiatic andactive members who
are always willing and prepared to ad-
vance the cause of your Cluh even at great
personal sacrifice, I wish your Club
many many years of useful service to the
cause of Indian Insurance,

e~
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New Business |
Premium Income
Total Claims Paid

‘ Life Assurance Fund
‘ Total Funds

Total Business in‘force... R« 50,44,24,17%
.. Ra. 7786, xg,ns‘

Follow these l’igm'm for
Safety and Security.

NATIONAL
lmwance €Co;, Ltd.

Mm«. 7, Councll Mouse St., (:dc-m

Madras Branch: 362, Netsji Subhas Chandna: Bese M
Esplanade, MADAS.

OOC OO OO0 SEGOOOSIS 000 OGS OO0 OOOIAS OO ON0I0NO00

- Rs.m ,97
- Rs 3»5564.

Rs. 10,60,92)
Rs. 11,61,76,9;
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ms ; NEW GREAT

ANNOUNCEMENT
OF INDIA

s | BANGALORE PROVIDENT

Insurance Corporation Limited.
“SATYANARAYANA” 65, Second Cross,
_ Gandhi Nagar, Bangalore City.

{oou e Rs. 1,71.00,000
‘Total Life Assurance in force as at 31-12-1882 exceeds Rs. 8,51,00,000

BONUS DECLARED IN LATEST VALUATION.,
(Feneral Manager: M. G. Mody, Bsq.

[ 4
Principal Office in the Union of India: ]
45-47. Apollo Sireet, Fort; BOMBAY
MADRAS BRANCH:— ]
121-A, Armenian Street, P. 8. No, 1520. Madras |.

i . Branch Manager: C. P. SHAH, Eeq.

o Itis with pleasure we inform that 1953 Valuation made
by the Actuary, Mr. H. V. Krishna Murthy, B. Sc.
w F. LA, F.C. I I, discloses a SURPLUS of Rs.
31.306/- and odd. In addition the following figures

will CONVINCE vyou of the striking
PROGRESS achieved by the Company. Claims

OFFICES AT .

m.d;b.d, Amritsar, Baroda, Belgaum, Bbhavnagar, Calcutta, Calicus, Cochin,
{Bmtagong. Colombo, Delhi, Hyderabad(Dn ), Indore, Jaigaon, Karachi,
Lucknow, llangalore Nagpur, Nairobi, Poona, Surat, Vijayawada.

REPRESGENTATIVES AT

Alemdrm Amsterdam, Brussels. Beyroutb, Colombo, Damascus., Kampala,
London, Rotterdam.

settled so far exceed Rs. 75,000
Year . Life Fund
1041 . Rs.- 1,045 o 2]
“ 1945 Rs. 40263 13 6
1949 ‘Rs. 2.05836 13 4
1953 Rs. 4,38,862 6 10

Special Features
Policies from Rs. 25/- to Rs. 1000/.! Our Schemes suit
every pocicet !! Hereditary Commission FRacility to
Agents !!! Golden opportunity to Agents & Organisers to
represent this ever growing Concern !

;- - * B . e et “ - : For further particulars apply to l
MIZR ANT! p,sb' JBINK : . Sri H. VENKATARAMIYA r
Q.LALLBAZAR CatCcu™ 14 Managing Director

. 334, Thambu Chefty Stréet, MADRAS : — , . |
%Z:& 2 %ﬁim«h PostBox No_ 121, 271. Gogds Shed St, MATHURAL ————
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&
WE record with, pleasure another year
of gratifying pragressdaring 1953
for the Canara Mutual Assurance Co.,

Ltd., Udipi. The institation bas made--

history among mutual insurers in 1he
tountry in respect of its growth which
was rather remarkable. Though it bad to
carry on its business agalnst keen com-
petition in the insurance field, the
management never sacrificed good princi-
ples for the sake of somehow or other
securing husiness. From the beginning
the guiding priaciples of the institution
were economy in expenses, caution in the
matter of investments, and steady de-
ivelopment of its field organisation. It
should be said to the credit of the ma-
‘nagement that the institution to-day ranks
among sound life offices in the country,
offering as much service as any other
similar institution can claim to do, The
annual report and the accounts for the
year 1953 amply illustrate the progressive
march of the company during the year

with greater business turnover and ‘larger.

fands.

New Business that resulted into policies
amounted to Rs 50,04,400 with a pre-
mium collection of Rs. 2,41,494. The
Renewal premium income amounted to Rs.
15,52,354 while the revenue from interest
and other soorces amounted to Rs.
3,34,081. Payments made under claims

Ganara Mutuil Assufince Company, LtdjA)dipi.

by deatd, maturity and surregders amount-

ed to Re. 1,42/608, Rs. 145,358 and Rs.
2,74,1 respectively. The renewal ex-
pense ratlo was 12,87 % which shows a
slight fncreace when compared to the past
year due to sxtra expenses incurred in
connection with the opening of the Com-
pany’s building at Bangalore.

<

An addition of Rs. 11,31,474 was made
to the Life Fund as a result of the year’s
working, the total Life- Fund amounting

.to Rs. 93@.044. " The investment reserve

fund amounted to Rs. 3,79,400. The
total assets stood at over Rs. 1.01 Crore
and it may be noted with satisfaction thag
investments in Government and approved
securities alone acenunt for 709 of i
Fonds, The Actuarial Valuation of the
Company for the year ending December
81, 1953 is in progress and it may b
safely expected 1o bring out very satis-
factory results, thux demonstrating the
tn‘t‘brlnsic soundnexx of the institution.

The Board of Directors and the Ma-
naging Director, Mr. T. R. A. Pai, have
been guiding the affairs of the ingtitution
with comnsplcuous ability for t;early 20
years now and we beartily congratulate
them on the fine traditions they have bailt
up. We wish the institution increasing
prosperity in the days to come.
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leaving its monopoly to a few, The car-
dinal principle of ‘‘Live and let live”
should be followed in this case, as ia a
vast country like India, where the field of
Life Insurance Is still undeveloped, we
want a large number of Companies, who
should extend the benefit of insurance
protection more widely to all sections of
the population, and thereby step up the
overall saving capacity of the country,

I also agree with Sir Cowasjee that we
should all work in a team spirit.  There
is snough scope for all of us, because in
our country there is a population of over
350 millions, and if the standard of living
goes up even to a small extent, there is
plenty of scope for more and more life
business for the big, medium sized as well
as smaller companies. One or two com-
panies will not be able to cope up with
the business that will be available in the
near future. We should also concentrate
in seeing to it that our Policyholders get
reasonable rates and adequate service from
the Offices.

Before leaving this subject, 1 would like
to state that, in my view, as far as the
investment of Life Offices is concerned,
a new era has definitely set in, and 1 feel
that, at least for some years to come,
companies can look forward to receiving
a higher rate of interest, than what they
were goetting two years back.

{ArrIiL 1954
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ASIAN BUILDING

ASSETS EXCEED
"Rs. 4,00,000,00

CLAIMS PAID

Rs. 2,50,000,00

ASIAN

ASSURANCE CO., LTD.
ESTD. 1910

HEAD OFFICE: ASIAN BUILDING
BALLARD ESTATE, BOMBAY |

BRANCHES IN SOUTH INDIA
Alleppy, Bezwada, Banglore, Madras
Madura, Mangalore & Secundrabad

GENERAL MANAGER
P. U. Patel B. A, 8, Com (Lond )
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(Uonﬁnued from page 18).’» e —

apply for licence ro take appointments as
agents, If this is done, I am sure you
can gradually build wp a group of right
class of workers, who can be thrusted
into the field and sell life insurance, not
as is done at present, by rebating or heg-
ging for a policy, but with honour and
dignity, and givev their clients proper
service by giving the right type of insur-

ance which suits their circumstances and -

needs.

By doing so, in my opinion, Sir, the
percentage of lapses can be kept to the
‘minimum. and forced business and trans-
fer from one office to another can be
avoided to a very great extent. As this is
a matter -of vital importance to every
Office, I would suggest that the Life In-
surance Cooacil should give its attention
with a view to arrive at a salisfactory
solution of this problem.

Coming to the work of the Life Insur-
ance Council, I am reminded of the Code
of Conduct which has been introduced
both in Life and General Insurance. In
my opinioun, the term ‘‘Code of Conduct’’
is not a good one. The object with
which the Code of Conduct Regulations
have been framed are laudable, However
we have to take into account the human
factor in any Code or Control — and here
I find that the haman factor is not taken
into account. Sir, as you know, ahuman
being contioues and persists o remain
stubbornly buman., lam afraid, Sir, most
of the things that are happening today
is due to the rigidity in the Code of Con-
duct, The flexibility which the human
being wants is not there. Control implies
- a certain degree of rigidity which is
enforced in the conduct of business. In-

THE INDIAN POLICY~HOLDER 73

surance Business is managed by private
enterprise, and in private enterprise I feel
competition is the yardstick of efficiency.
If you do not bhave competition in private
enterprise, then private enterprise will
fail to justify its existence, .I feel our
industry has now to take stock of what {s
bappening as a result of the introdaction
of the Code of Conduct. You must build
up our industry om sound foundation
as in other countries and to adopt practices
which'are in the larger interests of the
country and its population, Then only
we will exist, Otherwise, I am afraid we
cannot justify our existence.

1 have seen the controversy that is at
present raging in the matter of reduction
of Life Insurance premium rates, Some
are in favour, 1 understand some are
against, and arguments can be fuund in
support of the reduction as well as against
it. However we have 10 keep in view two
considerations: firstly the financial posf~
tion of the Life Offices on the whole
should not in any way be impaired; and
secondly, insuiance public should not be
overcharged. Since the Life Insurapce
Council is considering this mattar, 1
shall not say anything in detail ahbut it.
In finding a solution tu this problem, 1
am sure the Council will bear ip inlnd
that the question should be 100ked at not
ouly from the point of view of bigger
units but also from that of medium sized
and smaller companies. There should be
reasonable and healthy competition in any
private enterprise including Insurance.
1 would repeat that the competition
should be healthy, more particularly so
because insurance is in the hands of pri~
vate enterprise. Such competition should
not, however, become unhealthy as to
eliminate smaller units from the field,

| News

Insurance Olab, Patna.

Inaugurating the 13th annual conference
of the Insurance Club, Paina, on 28th
March 1954, Mr. Shyamunandan Sahay,
M.P., Vice-Chanceller, Bibar University,
sald that properly organised insurance
could be the agency through which the
largest amount of money could be tapped
for the welfare of the country.

Mr. ‘Sabay paid handsowe tributes to
the Club for the services it was rendering
to the cause of the insarance world. He
specially mentioned 1be candid manner in
which some of the past Presidents of the
Club had expressed their opinion on issues
bearing on insurance matters,

Mr, Sahay tracing the growth of insur-
ance in India said that Indians came to
acquire an interest in this busivess long
after some forelgn firms had struck “their
roots. But it was creditable to the Indian
pioneers that though late in the field tbey
snon made up the leeway, Tbe result was
that the institutions that they reared
could easily challenge comparison wiih
some of the best in the world.

Mr. Sahay said that these days the coun-
try was faced with numerous complex pro-
blems. It was worth considering what
role the fusurance could play in providing
an answer to some of these problems.
He felt that {insurance could be-
come the agency for the employment of
the largest number of people. The em-
ployment that insurance could provide
might well cover the entire population of

the couniry. a task beyond the resources
of the best organised States in the world,

Personal Contacts

Mr, Sahay said that the contact of the
the insurance-man with the individual
was of a personal nature whereas in the
case of the Government the contact was
organised on a mass or community basis,
When iusurance men met the common
people, their approdach was not always of
business and profit, an element of educa-
tion for the latier alro came in. Creating
an awareness of insurance and its utility
was itself a great educative process,

Mr. Sahay proceeding said that insur-
ance companies took to such forms of
advertisement as were available through
the media of Press, platform and cinema,
But something more remained to be done.
Hitherto education of insurance workers
on the lines on which business could be
secured had been neglected. 1t was time
some steps were taken in this direction,

Mr. Sahay described insurance as a
‘‘necessary accompaniment of civilisa-
tion’’, The progress of acountry, be said,
could only be assessed in terws of its re-
sources, the standard of education and the
amenities available to its citizens, For
after all the ultimate goal of civilisation
was ¢ .gocialisation’’, Every nation was
set an that goal though the routes might
differ.

Lack of Confidence
Mr. Sahay said that some of the best
managed democracies of the world had
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failed to inspire the necessary confidence
in their people 50 that they would come
forward for investments in national an
dertakings. The tendency of the indivi-
daal was still towards keeping money for
himself and that toe in secrecy. Coupled
with shis tendency of the individual was
the natural limit beyond which taxes could
not go.

13 such a situation, inswrence provided
-Ahe only answer. It was the only sysiem
which gave an incantive to the individmal
to invest money, of his own free will and
o mee it for the welfare of the State, This

being the potentiality of imsurance it

womid ‘be unfortupate if full advantage
wers 30t taken of insorance when money
®as 20 srgently noeded for various nation-
buildiag projects, ’

-Mr, Sabay, in cenclusion, warned the
Club agaiast the daagers of viewing the
‘problems of insuramce against a narrow
and restricted perspective, He said that
Whe larger intorests of - seciety -shouid he
kapt, first -and foremost, aad problems
viowed ia relation to ft. It wassp ta
insurance men 0. establish the fact that
saciety needed them as much as 'any other
Tustitution,

Sri K, N, Ganguly, in his _Prosidential
address covered many aspects of the
business of insurance and pleaded for more
and more service o the insuring public.

' -Office ~ bearers elected

At the 13tb Aanoal Genera)l Meoting of
the Insorance Club, Patna, held on Sunday,
the 28th March 1984 under the Chairman-
ship of Mr. K. N. Ganguly, the outgoiny
President of the Clab, the fo)lowing were
elected as Office bearers and members of
the Executive Committee for the year
19%84-1985.
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President:—
Mr, H. C. Choudhary (National)

Vice- Presidents .~
Mr. D. C. Chaturvedi (United India)
» H. C, Mehta (Now. iodia)

General Becretury;—
Mr. N. G. Samaddar (Natfonal Indian)

Jt. Secretary:~
Mr. Lala Prem Kishore Prasad {Bombay
Mutual)
Aaat. Secretaries:—
Mr. H. K. Ojha (Oriental Fire)
» B. P. Garg (Standard General) -

Treasurer:— .
Mr. Banwari Singh (Aryasthan)
Executive Committee :

Mersrs K. N, Ganguly (Motropolitan)
Mrityanjay Prasad (Oxie'ntal). B. N. Sioha
{Bharat), U. N, Sen (H(nduslhan). 'lndrinj
Babadur (Aryya), §. L. Roy  (Benga)
Insurance), P. K. Saran (Bnmhay Mutual)
B. Sahay (Hindu Mytual), L. N. Pa)
(Hindustban Fire), Ram Nath Prasad
(Lukebmi Inrurance), S, P, Micter (aniu;
nal ludian), Damodar Singh (Westery
India), R. ]. Shah {Ruby General) V.R
Pathak (Unijed Fire),
(Meln)pn\i(an).
New Asiatic).

.

K. B. Mukherjee
Madbusudan Prasaq (Esx.

Mr. B. Gupta c.A. wys elected ny

Hony.
Auditor of the Club,

The Indian Life Assurance Offices
Association

At the Executive Commitiee meeting of
the Assocfation held oq 2nd April 1954 the

following gentlemen were slecied Office
Boarers for the year 1954,

President :—

. Sbri K. Balasubrabmanyam (Bombay Life)
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Depuly mdnta'-v

Shri G. H. Tlllkoﬁ (Bombny Co-op.}.
K, R. Pari (Sun\lgh! of India)

Homnorary 8eqrfglqrg=-
_ Shri S. K. Desai (Povkaran Nanjee)-

Ese:utioe Commitlee : —

Shri K. Balasubrabmanyaw (Bombay
(Life), G. H. Thakore {Bombay Co-ope-
rative), K. R. Pari (Sunlight of lndia),
S. K. Desai (Devkaran Nanjee), A. B
Chatterjee (Metropolitan), Devi Chand
Sawbney (Lakshmi), K. L. Gapta (Bharar’,
I.. P. Goculdas (Jayabharat), P. R. Gupta
(Ruby General), N. C. Jerajani (Indian
Globe), K. 6. Merchant (A1l India Ge-
-neral), N. V. Nayudu (United 1lndia),
T.R A. Pai (Canara Matual), S. C. Roy
(Aryasthan), P. K. Sen (Calcutta), M. V.
Sobonie (Bombay Mutual), S. D. Srini-
vasan (National), L. S. Vaidyanathan
(Oriental), V. Venkatachalam (South

India Co-operative).

Papers read at Ninth Insarance
Conference.

At The Ninth Insurance Conference
held under the auspices of the Indian Life
Asserance Offices Association on 2-4-1954
the fotlowing papers were read and dis-
cuss.d. B

I. m Vdue of Life Assurance to the
Mumtq.
' {(n de P. A. S. Mani, (Oriental)

- (2) Shri. G, Somasundararao, M.A.,
(Andhra)

(3) Prof. S. P, Sharma, M.A., M.com,,
(Victoria College, Gwalior.)

I1. Scientific Selection of Agents.
(1) Shri, Nand Kishore, (New lndia)
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{4) Shri R Jayaraman, M.A,,

o

(2). 8hri. J.A Mandédr, Bycomu 714,
(Boﬁ)ly !lmnl)
{3) Suri, B. Sardana, (Lakshmi)

(Bumbuy Lifn)

. 111.  Persomnel Rdauonso-
Shri, P, V. S, Raju, G.D.A., F.C.A,, (Audhra)

IV. Bonus Earning Capacity ia releéion
to premium Structure & Valuation,
Reservea-

(1) Shri. A.:S. Gupta, M.A PS4, (Adan)

(2) Shri, 1, D. Sethuraman, M.A., F.LA,,
- (United Intta Life)
V. Ezpense Analysw "‘_,
(1) Shri. G. C, Basu, M.sc, {Hindusthan
Co~operative)

(2) Shri. V, Sesha Ayyar, MA., ATLA,

- {National)

- PEERLESS
LIFE ASSURANCE COMPANY, LTD.
(Hmd Office’ CALCUTTA )

Dmsxona.l Office for South India:
16-17. 20d Line Beach, Madras-1.

Responsible Field Officers:
Wanted at Important Centres
in South India later to become
Branch Managers. Good
Salary & T. A. on Business;
Guarantee. Apply to: M.-R.
Unny Nayar, B.A., Divisional
Manager, (South India)




.80 THE INDIAN POLICY-HOLDER

- Asseciation of Mutual Life Offices
At the Fifth Annual General Meoti ag of
the Association of Mautusl Life Offices in
India beld at Bombay on the 5th April 1954
the following office~bearers were elected
for 1954-55.

Shri M. V. Sohonie (Bombay Mutual)
Chairman.

Execuntive Committee

Shri T. R. A, Pai (Canara Mutnal)
»» C. M. Srinivasan (Indian Mutual)
» P C. Roy (Hindu Mutaal)

»» S. N. Agashe (Central Mutual)
Hon. Secretary

M/s. Argade Sham & Co., Auditors,

A Deputation on bebalf of the Matual
Offices Association in India, consisting
of Shri Dalal, Incorporated Accountant,
Shri M. V. Sohonie, (Bombay Mutual),
Shri T.R. A. Pai (Canara Mutual) and
Shri S, N. Agashe, (Central Mutual),
waited on the Taxation Inquiry Commis-

C =S TR T D=

[Armir 1934

sion in Bombay on Saturday the 27ih
March 1954 to represent the case of
Mutual Life Insurance Companies with
regard to their assessment for Income-tax,
It was strongly urged that, the Mutoal
Insurance policies should he treated on
pat with the Co-operative Companies,
and the whole of the sugplus should be
exewpted from the Income-tax, as the

Lenefit goes to the Memtbers of the Mutual
Companfes.

It was suggested that for the purpose of
assessment, the method of Income less
expenditure should be taken ax a standard
just as in case of all other trades as well.

In the end, the Deputation also sub-
mitied a written explanatory statement on
the points raised by the Commission.
The Deputation alzo puointed out the
similar system of Incume-tax Assessment
in the United Kingdom, Canada and uther
countries,

THE DEEPAK GENERAL
INSURANCE CO.’ LTD,

HEAD OFFICE:~ FORT, BOMBAY.

Transacts:—
- FIRE * LIFE * MARINE

Insurance Business,

——

Assets Over
Paid-up Capital Over:

e

Branches:- Throughout India

Madrgs

* ACCIDENT,

Rs. 40,00,000
Rs. 11,00,000

Managing Directos :

R- C- GODIAWALA

Branch:

23, Brrabalu Obetty Etreet, G. T. Madras.

APRIL 1954]

Indian Insurance Companies Au?ehtion;
Office-bearers . for 1954-5§ s
President:
Mr. B. C. Rakshit (National Fire & G1.)

Erecutive Committee.

Messrs. P, Balan (United India Fire),
J. P, Bhargava (Concord) D. Das Gupta
(Hidusthan General) J. P. Kanoria (Ruby
Genetal) S. K. Majumdar (Fire & General)
and N. M. Medora (British India).

Life Insurance Oouncil's Communication
to insurers.

'

Mr. S, K. Vaiyapari, MA., F 1A, Secre-
tary of the Exbécutive Committee of the
Life Insurance Council bas issued the
following communique to insurers regard-
ing the reduction in the premium rates.—

«¢The Executive Committee at its meet-
ing held on the 30th March, 1954, inter
alia c,o:‘:h‘lden'bd the situation treated by

the drastic reduction in the rates of “pre-.

miums recently introduced by some Life
Insurers. The Committee is of the view
that to the extent that rednctiqns have
been brought about by increasing the
migimum sum to be assured under policies
and/or by reducting the rate of commis-
sion custemarily payable on such policies,
they offended against the spirit of i1he
principles laid dowa by the Commtitee,
I am, therefore, desired by the Committee
to request that the Insurers concerned
should revise before the 30th April, 1954,
their rates so as to eliminate the abuve
features. lnsurers who might be contem-
plating reduction in their premium rates
are also requested to kindly ,'°f”“_“ from
introducing any reduction based on these

features.
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4] may add here in this connection that
the Committee has also appointed ‘a suyb-
committee to examine to what extent the
premiam rates as they existed on Jst Jan-
uary, 1954 could be reduced on the basis
ol actaal underwriting experience of Life
Insurers in India.’’

Change of Address .

The Suuth India Co-operative Insurance
Society, Ltd., Madras has shifted to
*‘Co-operative Insurance Building’’, No,
§-6, Mount Road, Madras. The building
has been recently acquired by the -Society
and it is situated in the heart of the City,
enjoying good value from the -publicit
point of view. , , i

Mr. 8. K. Rajagopalan.

We understand that the United India
Life Assurance Co,, Ltd,, has tranferred
Mr, S, K, Rajagnpalag,, the Madura Branch
Manager.,. 10 the DalhiBranch in a similar
capacity. - Nr. K. N. Raghavan, hiihert@
Branch ‘Manager at Calicut has been
posted at Madura. '

Mr. A . T. Pal, M.Sc, A.LA.,

. Mr. A. T. Pal, who was acting as
Manager of the National Indian Life
Insurance Co., Ltd., has been confirmed
in his post as Manager. Mr. Pal has
served the institution for over 26 years
and he was the Resident Actuary until
last yeai'. We have no doubt that Mr.
Pal, with his rich experience gained in
the institution all theze years and with
his practical knowledge of the business .
will uphold the worthy traditions of the
company. We wish him every success in.
his new assignment.
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NEW LIFE BUSINESS
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Rs. 19,90,51,571

an increase of Rs. 1.86 Crores over 1952

The sixth annual edition of this puhli-
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s previous editions and the statistical
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THE RATES OF PREMIUM
on all our Life Assurance Plans
have been substantially reduced
with effect from 1st March 1954
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' Please ask for Literature

THE NEW INDIA
ASSURANCE COMPANY LIMITED
Head Office: Bombay

N

[ STANDARD GENERAL ASSURANCE.
| (H. 0'- : CALCU"A)NCE CO., LTD.,

Transacts all classes of
| FIRE. M?BINE. MOTOR & MISGELLANEOUS INSURANCE

Divisional Office:
19, Stringer’s Street, Loane S !
Post Box No, 1602? are ®
MADRAS-1. 3
]
)

Branch Office,

THE NEW INDIA

ASSURANCE COMPANY, LTD,
4 85 First Line Beach,

MADRAS:

Branches:
glaléORE: Municipal Office Road,
co HIN:‘ 12/169, Jew Town, Mattancherri
LEPPEY: C.C.S. B. Road o

. g | BANGALORE: 57/58, Silver Jubilee Park Road..

STIRRITITLSIERD ;SIS ARAL SHERAL L3S SSTILANAE IOMARAL IR IS 2RD5 S0SELOEOCRIERNNN LAMINS $R0001:

AGENCIES ALL OVER THE STATES.
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Warden since its existence has placed constant emphasis on quality.
The attainment of size has been secondary to qnality and safety.

0
i
0
0

However, the company has grown big in size, business in force bas now
soared to the most spectacular growth of 3 ...;: f

We are happy to step into the GREAT SIZ, &~
to sound principles of Insurance Underwrf
far more precious thiln i

e

4 P
fnsge & dfy 195¢
—THE ATTAINMENT OF ST#NGTH— ot
Business in Force ..~  Rs.-7,00,00.000 - -
. Income ~. Rs. 4b,00,000' ‘"'~ =Y _ .1
Assets ... Rs. 1,60,60,000 '
Claims Paid Rs.  55,00,000

In 1954 WARDEN and its friendly group of Insurance Companies have planned 0
U extensive development of its Business on a nation wide scale and persons  with D

expetience will find it to their advantage to investigate regarding the \chative
U opportunities available as District Managers, Superintendents or Chief Agents in D
U various cities and towns of India,

WARDEN’'S FRIENDLY GROUP OF INSURANCE COMPANIES D
D 1. London Guarantee & Accident Co., Lid. U
U 2. World Marine & General Insce. Co_, Ltd. U
U 3. Union Marine & General Insce. Co., Ltd. 0

OFFICE

WARDEN INSURANCE COMPANY, LTD.

“WARDEN HOUSE”
Sir Phirozshah Mehta Road, Fort, Bombay.
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Edited, Printed and published by R, RAGHUPATHY at THE FORWARD PRINTERS, Kumbakonam,
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Shei M. V. SOHONIE, M.8c, F.LA,

Manager,
Bombay Mutnal Lite Assurance Society, Ltd.,

( His article an page §)
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IMPORTANT ANNOUNCEMENT

We have pleasure in announcing that our Life
Premium Rates have been substantially reduced
from 27th April 1954 For particulars apply
to the Head Office or to any of the Branches:

JUPITER GENERAL

INSURANCE COMPANY, LTD-

(Bstablished 1919)
Head O/[ice : BOMBAY

Principal Office in South India: “‘Jupiter House"
167, Broadway, Madras.
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THE LAKSHMI INSURANCE GO., LTD.,
offers

THE PROTECTION YOU NEED
at

Reduced Premium Rates

Buy a ‘LAKSHMYI’ Policy to-day
For particulars, apply to:—
Head Office, New Delhi-1,

o0

any of its Branches in India & B. E Africa.

MADRAS BRANCH BANGALORE SUB-OFFICE COIMBATORE BRANCH

4/105, Armenian St. 52, Gandhinagar 10/2, Dewan Bahadur Road

G. T. Madras-1 Bangalore 2. l R.S. puram Post,
Coimbatore.
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“Casteism among Indian Insurance . ' o
Reduction ln Life lnsnrance Premiom Rates:— . Mf, »
By Ma,-M. V. SOHONIE, M.Sc., F.1.A, PRI SR
Manager, Bombay Mutual Lafe Assurance Sociely Limited,
By Mg, A, S, GUPTA, MA., F.1A, .. o 8
A('tuary. Assan Amurrmce C'mnpany. anled ) L
. Revision of Life Premiums:— oL e
BY Mr. K. A, PANDIT, B.Sc., F.LA., gnonaon). v
(,on.mlrmq Adunry
Pusidentlal Address ... . on o . i

By Sz1 K, N. GANGULY B.L.,
At the Thirteenth Ansual Conference of the rmmm Ciut, Patna, held on 28—3—I1954.

The Law of Contract .. vor  ees os
By Srt GOPAL SWAROOP PATHAK

vee 17

Problems of General Insurauce Business,., e e ... 22 °©
By Sar1 E. K. SRINIVASAN )

A symposigm on the minimum, Average and Maximum Blood Pren\u'o :
in Bengalee Adults... vee . e e Ve F
By Mr. B. B, DOTTO, )
Chief Medical Officer of the Police Co-operative Ltfe
Insurance Soctety, Ltd., Calculta. .
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' ORIENTAL | ORIENTAL
GOVY. SICURITY LIS FIRE & GENERAL
ASSURANCE CO. LTD. INSURANCE CO. LTD.

. (Escabiished In 1974) (Escablishad le 1947)

|

| ure susings In

TRANSACTING
Fire, Marine, Motor,
Accident, also spe-

Firsc name in Indian
Insurance for the
fast 80 years |

| *®0oncsserennsnenrssoncas

| 1f you would kike t0 know

TR'ANSACTHL_G
afl classes of life assu-

cializing in Engineer-
[ ing and Machinery
Erection Insurence

| entsl Fire a0d General,

FORCE EXCEEDS RS.300 CROASS i

ASSETS EXCEEO RS. 7) CRORES |

how you can participste

in the profits of both the
Oriental Life and the Ori-

«Casteism” Aamqng Indian Insurers

l'l‘ in most unfortunate that the Business of Insurance in our Country

is subjected to a series of trials, of late. While majority of Insurers
on the one hand require full freedom to act as they please, the Govern-
meant of India, on the other, backed by the support of a few powerfu)

T

. = . — “‘1‘4:.':;3,.'; O. Box nnits make a concerted effort to keep them under rigid control. This
% S Wioa: peculiar situation has come over not all on s sudden, but in the course
o of.nearly two decades as a result of the irregponsible. way in which Insn-

el
ORIENTAL GOVT. SECURITY LIFE ASSURANCE CO.LTD. g J
ORIERITAL FIRE AND GENERAL INSURANCE CO. LTD. 2

HEAD OFFICE : ORIENTAL BUILDINGS, BOMBAY-1
BRANCHES AND AGENCIES THROUGHOUT INDIA AND THE SAST ,

C ——
s rers in general conducted themselves and the growing anxiety on the part
of the Government to safeguard the interests of the public. It is now
sought to put the blame for all the present ills on a few big insurers, who
of conrse figured prominently in bringing about governmental inter-
ference. It is true that at a time when a large number of new entrants
in the field could not manage to win the confidence of the public in any
. large measure by adhering to healthy principles, they did not besitate to

adopt any method for the purpose of securing business and in course of
E time this sort of irresponsible behaviour began to affect the progress of

established insurers. Driven to the necessity of safeguarding their own
E interest and also to free the field from malpractices, strong and leading

insurers took the initiative, brought pressure on the Government of India
m to realise the situation and do their duty, and extended their co-bpemtinn
%

»

INSURANCE CO..
LIMITED,

Total Assets as at 31-12-1952 exceed Rs. 1,71,00,000
Total Life Assurance in force as at 31-12-1952 exceeds Rs. 3,51,00,000

BONUS DECLARED IN LATEST VALUATION.
General Manager: M. G. Mody, Bsq.
Principal Office in the Union of India:
45-47. Apollo Sireet, Fort; BOMBAY
MADRAS BRANCH:—

121-A. Armenian Street, P. B. No, 1520, Madras |,
Branch Manager: C, P. SHAH, Esq. R

for the enactment of the Insurance Act followed by subsequent amend-
ments. In actual working, the measures taken by the Government of

. India with a view to put an effective check on unhealthy practices cannot
be considered to have achieved the laudable purpose in view. In 8o far as

- “Life Assurance” is concerned, Government's efforts were not in vain.
At least the policyholders have the satisfaction that their interests are
better secured, because their portion of the reserves are not allowed to be
handled by the Insurers as they would like. But in “General Insurance”
nothing worth while bhas been achieved. Both in General Insurance as
well as Life Assurance, competition among Insurers has' become very
keen and irrespective of size, strength or age, all Insurers are now in the
Lucknow, Mangalore, Nagpur, Nairobi. Poona, Surat, Vijayawada. race to secure more new business. Undesirable practices have increased
REPRESENTATIVES AT contrary to the expectations of the legislators and the Government of

Alexandria, Amsterdam, Brussels, Beyrouth, Colombo, Damascus, Kampala, B India. The provisions of the Insurance Act and Rules, the code of con-

OFFICES AT

Abhmedabad, Amritsar, Baroda, Belgaum, Bhavnagar, Caleutta, Calicut, Cochin,
Chittagong, Colombo, Delhi, Hyderabad (Dn.), Indore, Jalgaon, Karachi.

London, Rotterdam.
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duct and the not infrequent directions of the Insurance department are
nought to be evaded by new devices. With all that, young and small
ingurers slone suffer greatly, and for ail theip ‘handioaps they easily seék
consolation by levelling chsrges against the strong and leading insurance
Companies. Particnlarly in the field of General Insurance, Shri E. K.
Srinivasan has made out a strong oase in his Presidential Address at the
18th Annual General Meeting of the Indian Insurance Companies Asso-
ciation, Calcutta, that the attitude of big insurers towards the small ones
is not worthy of them. His plea for a better treatment of their unequal
rivals in the business deserve all sympathy even in théir own interests.
In his opinion, the sggressive.development of big insurers will in course
-of time eliminate the small insurers from the field and such concentration
would tempt the Government nationalising the business. He strongly
deprecates the tendency among Insurers of what he calls “Casteism” in In-
dian Insurance. He observes “Slogans snch as “Strong company” “Leader
of Indian Insurance” and “Saviour of Foreign Exchange” are heard fte-
quently. Subtle approaches to Government with the bogey of #ndian Insur-

ance in danger and foreign exploitation are made for individual advantage. -

Opposing groups are being formed with leaders and camp followers”.
Particularly the Insurance Amendment Act, 1950, .‘Mr. Srinivasan
points ous, is responsible for “making the rich the richer and poor
poorer™: This act, in his opinion, enables companies with big finance to
breach it legally whilst the companies not so fortunate are everyday find-
ing the ground under their feet slipping. Referring to the formation of
the “Pool” and the way in which the “pool” business is being spread
among Insurers, Mr. Srinivasan has not only criticised vebemently bnt
also has offered constructive suggestions for adoption at least in the future.
While he admits the advantages of running the “pool” be denounces the
discriminations and preferential treatments meted out to Insurers. He
observes “The pool” established a caste system, an invidious claim to dis-
crimination and a mischievous belief that the measure of a company’s
capacity to handle business was based on capital and premium income
only.” Thus pointing out the defects in the system, Mr. Srinivasan has
made a strong appeal to the meimbers of the Association not to depend on
Government for anything and everything since their interference wil)
only complicate matters, not to lose their individuoality and not to deve-
Jop an unp-intelligent and selfish partisanship. He abhorred the attempts
to form working Groups in this Country, motivated by jealousy and
selfish ends. Reslly Indian Insurance :would be all the better, if the
suggestions and advice of one whose experience ir the General Insur-
ance Business is long and varied, are taken in the nght Spirit and pra-
ctlsed conscientiously.

‘\:Q" s
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Reddctmn in foe lnsurance Premnum Rates o
By M. V. soﬁonm M. Sc..FIA,, '

Manager Bombuy Mutual La]e Aumunce Society Limited,

. THE redaction in the rates of b"“ﬂm

has probably come to stay. A dis-
cussion of-the various aspects of prébium
reduction therefore is of the nature of a
post-mortem, Post-mortems, bowever,
are quite useful in their way and itis
worthwiidle ooking into the recent ad-
justmeat in premium rates from as many
angles as possible.

Preliminary Observations:

The first thing that¥trikes one aboat
.the.changa in ratds is the suddenness
with which it took place and the mag-
nitude of the reductions eftected. A re-
vision 1n the prémium rates under En-
dowment Assurances amounling to lower-
ing of such rates by as much as 5 to 10 %,
and under Whole Life rates by as much
as 20 to 30 %, is extreiely severe, ,Such
A reduction is bound to encourage lapses
and induce the business  which has been
on books for sufficieatly 1ong ftime to be
converted into paid-up policies, It has
always been known that sech lapses and
coaversion into paid-ups is not in the
interest either of the policyholders or the
Life Insurance Offices concerned,

It may be observed that alteration in
premium rates is very rarely resorted to
in regard to with-profit plans of inser-
ance, It is thoaght that any {mprove-
ments in the working conditions of the
business should be passed on to the parti-
cipating policyholders rather by adjust-
ments in the rates of bonus. The non-

Yoy

‘profit rates, however, ‘would be subject to

revistons in the iight of the cmon’t con-
ditions. . ; Coe i

Another aspect of revision.of ,,fpuiyiurﬁ'
rates must not be lost sight of, Life In-

surance  Contracts are, long=-iterm cont-

racts and it is wawise t0o make the rates

_vary for ressens which may be of a tem-
poury nature.

Ramns Adduml for denct.lon in rates
‘Bxamined:

Various reasons have heen ndvancnd in
justification of the reductfon, It is ine
teresting to examine there reasonsin zome
detail. It is contended that the: average
rate of interest on life insurance funds
is-improving and is likely to’ increase
siill further. 1f one confines one's at-
tention to the immediate past, this state-
mept is quite correct. However, the
fmprovement in the rates of interest is
gradual and it ix more or less a recovery
to rate of interest which prevailed before
the war. Greater concession in the tax
has of course contributed a little to this
recovery. However, the level at which
interest rates will stabilise cannot yet be
foreseen. Various economic forces are
operating. A number of countries have
redured their Bank rater in the recent
past, Our own country has got . large
development schemes under its 5 Year
Plans’’ and it is problematic whether the
rates will rixe to aa extent which was
possible after the cessaiion of the firat

L4
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World War. The deflationary eflect of
the cessation of the Korean War has just

begus te make  Qtself felt, At i alag

pradent to keep a margin in the rate of
interest used for calculation of premiums
to take care of any ad verse movement in
the rate of interest. (It is doubtfwl if
any of the companies ' who have revised
their premioms have assumed a rate more
than half percent in excess of what they
used in their previous premium rates.)

Farther, it is sald that the :mortality
of assured Indian lives is improving.
This appears to be the general trend. An
examination of the new rates offered by

* various offices, however, suggests that
‘the bbmefit of such {mproved mortality
could be passed on to the policyholders
by an increase in the bonus by abost Rs.
2/-. Another point which needs to be
remembered is that the improvement in
the mortality is not uniform for all ages.
The improvement for higher ages is lower
and indeed it diminishes with age.

Consequently, there is every likelihood .

of Indian assured lives presenting a
phenomenon known as *‘suspended moyta~

lity’’. This mortality will make itself -

felt at the higher ages later on and there
might be actually worsening of mortality
experience at the higher ages in due
course. From this point of view some
of the rates of Whaole-Life Plans appear
rather optimistic even after taking into
account the lower commission rates paid
to the agents under such Plans. There is
‘need for caution in the adoption of
lighter mortality table in calculation of
premium rates.

Finally it is claimed that the expenses
bhave now been stabilised at a low level.
It is interesting to analyse statistical evi-

[May 1054

dence on this point. The latest Insuraace
Year Book (1953) gives some relevant
data.! (Sfwilkr data are mat gvaifable for
the wbrklng of life nffices in the previous
decade). From the material in the 1953
Year Book, it appears ihat the average
renewal expense ratic of the 18 large

.offices having business in force of 10

crorés or more was 15.1 in 1951 and 15.7
in 1952. Of these 18, as many as 13
offices experipnced a higher exponse ratio
in the year 1952 a5 compared to the year
1951. Two offices appear to have heen
stationary' and three experienced lower
expenses than in 1951, Iufs difficult with
such evidence to appreciate that there
has taken place any - stabilsation of ex-
penses even for the bigger offices. The
evidence points, if at all, to an increase
in the expenses of offices, The
same Year Book gives details of other
offices. There were 175 offices of whom
91 increased their expense ratios in 1952.
There are 17 other offices in whose case,
it is not definite whether the expenses in-
creased or not, Probably in the case of 9
of them, expenses did increase. There
were 67 offices whose expenses diminished
in 1952 as compared with 1951, The
offices, as a whole, therefore seem to have
experienced larger expense ratios in 1952,
Itis known tbat the rule regarding ceiling
on expense rativs would indicate an in-
crease in the premium rates atleast seven
times as large as the percentage increasein
the expense ratios if the expense ratio is
to remain constant. Therefore, the di-
minishing of premium rates does not appear
to be justified on the basis of the actual
expenses of the Indian Insurers as a whole,

Bffects of Reduction:

The effect of the reduction in premium
rates on valuation and bonuses must now

-

May 1984}

be considered. It appea;s‘t%hiu the favoura-

ble experience of Indian Office would bave
permitied an increase in the benuz rates
in the neighbourhood of Rs. 5/- per thou.
sand per annum. The curreat bonus rates
are at the level of about Rs. 8/- to Rs.
10/-per thousand per annum and an in-
crease of Rs. 5/- in the bonus rates is not
excessive, especially when indian Offices
have, in the past, declared bonuses at
much higher rates. By reducing the pre-
mium rates ibe likelihood of bones rates
going upward has disappeared. Anather
consequence of the reduction in the pre-
mium rates will be to cause a strain
on account of the paid-up policies and
lapsed business, This will go to reduce
further the bonus rates of Indian offices
for rome years to come.

The effect of the reduction in the pre-
miure rates on the smaller uffices will be
somewhat serious. Reference has heen
made above to the adverse eftect on the
expense position. Some of the smaller
offices are just barely solvent and for them
to reduce the premium rates might be
disastrous for they will not be able to
keep within the provisions of the Act so
far as the expenses are concerned and will
perhaps also disclose deficits in their
valuations, There are today 589% of
offices whose business in force is lesg than
one crore as recorded in the year Book for

"1053, and 27 % of the offices of the medium

size having business in force between one
crore and ten crores, Numerically, there-
fore, the reduction in the premium rates
will adversely affect something like 90 %
of the offices, since there are eight offices
whose particulars are not knowa and who
too prohably belong to the group of small
sized offices.

If one compares the financial position
of the Life Offices today with their posi-
tion in the last decade or g0, ane finds
that there were 46 % offices who showed
in 1941 deficit in their valoations as
against 32 % who showed a deficit in their

3
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1952 valuations. It {is certainly an
undesirable step which might make the
financial position of a number of offices
revert to the conditions which prevailed
in 1941. A
#3
It would, therefore, have heen worth-
while to bave waited and observed whe-
ther conditions tended to stabilise as re-
gards yields, ‘mortality and expenses.
From all the evidence it appears that there
was no cause for drastically redocing the
premium rates to the détriment of ‘the
Lulk of the Life Offices in this country.
If a change was necessary. perhaps only
the non-profit rates shouid have - hesu al-
tered. It is understood that the Indian
Life Asrurance Offices Assocfatfon is con-
ducting an investigation into the morta-
lity of Indian assured lives and the investi-
gation ix expected to be completed §n the®
course of next two years or so0. The
actual incidence of mortality of Indian
assured lives would then hecome properiy
assessed and that would have heen the time
to examine 1the premiums cbarged by
Indian offices. Even ai that time, it weald
be desirable to examine the premium scales
for determining whether these were equi-
table, i.e, it is loaded properiy for ex-
penses and for bonures for the various
plans, ages and terms of insurance rather
than make sweeping reductions in them.
A drastic downward revision should have
been avoided at all costs in the with-
profit premium rates. '

Coay

The prices of every commaodity have
increased many fold. The public have
taken in their stride the moderate increase
in ihe Life Insurance premium rates,
Actually the volume of new husiness in
1952 was over 33 times as large as it was
in 1941, and with the offices’ general
policy of banding back, under legisiative
provision, to the policvholders in the
form of enhanced bonnses the rvesmnits of
improvement in mortality and interest,etc.
the public would be given full value of the
premiums they paid,
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Reduction ln Life Insurance Premium Rates:—

TR TR BERURT R O

By A S. GUPTA, MA., F.LA,,

P S Actuary, Asum Assurance Company, Lmntrd

EGARDING the tednctiun in the pre-
mium rates effected by the Indiaum

Vlnsnram':o\ Companies doing Life insurance
btuines';. 1 would say that the reduciion
mmm come too soon. I remember hav-
ing dhcnued this proposition much car-
lier ﬁlanww'hen the reduction was first
-;lnauﬁéod’wwith. frionds associated with
many lusarance companies and they seem-
od to be weanimoas that it was time to
-‘annunnoe a genotal reduction in the pre-
'd:ium ratoi. 'hlis aspect was also dis-
canud in my cmnpany sometime in Feb-
ruary. 1954 and we were only dissuaded in
effecting the reductions oa account of ex-

pected increased lapses and paid ups,

The Life Insurance Council has issued
adirective laying down cartain princi-
ples. Whilolgomrally agres with the
dﬁectivél would like to point out that
due cosideration does not appear to have

been given to the following two facts:~

1. The increased redaction in premiuvms
which some companiu eﬂected by reduc-
ing the commission payable to the agents,
reduce the cost of insurance to.the pubite.
The Whole Life and Whole Life Limiied
payments plan afford the maximom cover
at minimum cost and, therefore, further
reduction effected on account of the reduc-

tion in the commission may he very

attractive for persons to insure their lives

for the maximum 1imit posslhle. ander
these plans.

2. Asis welll kwown iobating in India
isa pievalont evil and by reduction in
commiuion, robatlng was expected to be
considerably reduced in case of these
plans, On this account alone there would
have been less bogus business and since
the policyholder paid a larger pmponion
of the first year’s premiums, lapsoa could
have been safely expected to be considera-

bly lower 1n respect of this business,

This way the public would bave gained
because of lower premiom vand less of
lllp;so; and insurance companies would
bave also gained because of less of lapses
and less of bogus hasiness, Further illegal
rebating would have also declined and
honest and law-abming persops .who do

”n‘ot oxpect rebalqs would have been pro-

perly rewarded.

In my opinion all stepa*which go to re-
duce the first year’s commission should

be encouraged for the bealthy growth of

Life Insurance in India. The higher

‘commission encourages rebating with the

consequences that bogus business s also
introduced and there are very heavy lapses

and subsequent paid-ups, which ai.r.afn
the resources of the Company and which
are uitimately passed on to the policy-

_holders by way of higher premiums or

lower bonaus.

Revision of Life Fremiums:— ‘
By K, A, PANDIT, B.Sc., F.1.A., (London),
Consulting Actuary-

N 1ife insurance, premiams are based
on the probable trend of mortality,

{nterest rates realisable on investments of
the funds and the expense ratio of the
working of business.

- Lighter mortality or a favourable rate
of interest or a falling expense ratio
might justify scaling dowa of the pre-
miums. * Unless, however, definite trends
are noticeable in these resp¥cts it would
not be advisable to modify the falasof
premia.

The recent scaling down of the pre-
miums by the top companies seems to have
been due to the above reasons. It can be
said that mortality experience of the husi-
ness has shown marked improvement in
thé past few years. Also arateof interest
higher than what {t was five years batk fs
now realisable on new investments, Thé
expense ratio, however, has not shown
downward trends. In fact the statatory
1imits prescribed in the Insdrance Rules
for expenses have been relaxed by the Life
Insurance Council so as to enable com-
panies to come within the requirements of
the Act, '

Thus, the scaling down of the premi-
ums can be justified to a cerfain extent on
the plea that mortality and interest rates
are favourable. '

However, it hat to be considered whe-
ther a general scaling down has become

9

cial

ln.vitabla in the interests of the po“cy-
holders. This would be so if there wers no.
other ways of passing.on the profits {o the
policyholders. As a matter of fact, the.
exact position is otherwise. ’

1ntife insurance, there are two principal
classes of business. One is with-profits
wheretn policies are issued on higher.
rates of premfa with the assurance that
sach policies wounld participate “fato the .
profits of the businest, The other is
without profits wherein policles are isaged
with a guarantee 6fthe basic sam aséured
with no right to participate’ 1nto the
profits.

Thus, the with-profit class of husiness
(and this forms about 70 per cent of the
total business) would naturally be eligible
for higher bownus if the profits so justify,
Benefite-on aceount of favourable sxpeori-
ence of mortality or interest rate can be
easily passsd on to such policybelders.
In fact this class of business which forms
the backbone of the total insarance husi-
ness of a company and which suffers most
at times when the experience of mortality
or interest is unfavourable should be given
a fair deal, rather than heing ignoregd
and vew with-profit policier issued at
lower rates.

It has been a common feature of Indfan
life insurance companies that premium
rates hoth with and without profits are
rovised at every available opportunity.
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This practice, apart from its beneficial
effects on the without profit business or
evén on new with-profit husiness creates
difficult condftions for the current with-
profit policyholders. For instance, as a
result of the scaling down of the pre-

miums,” with-profit policies issued in the’

fimmédiate past years on higher rates ‘of
premiums are placed at a  disadvantage,
They bave to pay higher premia as com-
pared to new with-profit policyholders
who join the company at lower rates.
Evean if such policies are allowed higher
rates of bonus in future, all with-profit
policyholders of the company do not
receive full jostice in view of the fact
that some few years back the company
might have issued policies qn a still
defferent scalo of premiums and policies
isswed on such rates can be eligible for a
special rate of bonus in fairness though
no such distinctions can be made. Fur-
ther, as a result of the scalingdown there
#»- a gemeral tendency among tbe past
policies issned at higher rates being made
paid-up and new policies taken up. This
ts naturally a hardship and {n certain cases
sven financial 10ss 1o the current policy-
holers.

Thus, scaling down of the “with-profit
premiums connot be fully justified.

In Life Insurance busimest which is
mostly sold in this cowritry rather than
bought, competition iz moit-important.
Thus, lowering of the rates by the well.
established companies yonld,immedimely
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force thie smaller units to reduce their
rates also. If they do not reduce, they
ran @Y ‘tték 'of their corremt’ Poilcies
being made paid-up and new business
swiiched over to the bigger companies.
Conservation of business iz as important
as psoduction of new husiness.

In the case of smaller companies, \hi
mortality experience may not be as favou-
rable as that of the bigger units, Their

expense ratio is also higher comparati--.

vely Thus on one side they will have to
reduce the rates so as to stand in competi.
tion and on the other side their sources of
surplas would be narrowed down. Ia fact,
some companies which have just started
distributing bonus would be again forced
to mere solvency.

1t may be argued that smaller companies
may marge togather and thus form worka-
ble units. But this is difficult in practice.
It is not that smaller units are unworka-
bte individually. It is the fear of com-
patition by the bigger companies that
renders their workability difficult. The
percentage of lapses and paid-ups is
enormons in the business of smailler com~
panies and this would further increase in
view of the revision of premiums. 1f,
therefure, such companies are allowed to
comg up by continuving to work at the
current jevel of premiums, by the bigger
companies returning the surplus profits by
way of enhanced bonus instead of c'reating
difficolt working conditions by scaling
down the rates, the insurance trade as a
whole would tend to grow bealthier.

—SEVIKA

Presidential Address
By Sri K. N. GANGULY, s.L.,
At the Thirteenth Annual Conference of the Insurance Club, Paina, ‘held on 28-3—:;54_

I. have to acknowledge my deep debt of

gratitude 1o the members of the In-

surance Club, Patna, for having bhad
elected me as their President during the
year that we have just left behind. 1
admit without reservation that it isa
signal honour to attain this position in
as much as the PatnaInsurance Clubby its
age, achievements and contribution to
Insurance thought, holds a gxe-eminent
position in the hierarchy of Indian Com-
mercial Associations, The Patna Insur-
ance Clab, is not a class organisation, —
it admits as - members every category of
worker in our professiom. It is nota
labour orgaaization which aims at fight-
iog for rights or privileges, It is not
either a paid piper for managerial mani-
puistions and propaganda. The patna
lnsurance Club is an academic and social
organisation trying to foster social con-
tacts among men of the same. profession
of Insurance; to bring men of learning
and repute in contact of members who
may benefit in knowledge and culture
from such contacts; it tries to foster a
feoling of professional brotherhood des-
pite the keen competition existing among
members for business; it thus ensures
healthy rivalry and protects the interests
of insarers by ensuring individually and
collectively a sense of clean and above-
board activities; it has tried its best to
protect the interest of agents whenever
the lnsurance Law bas come up for
amendments; what is most important, it

11

has repeatedly brought to the ‘notfce of
the Company Chiefs as also the Govern-
ment the disadvantages from- which poli.
cyholders suffer, which -if- removed will
not cost the inswrance companies any-
thing but which will enhauce "the popu-
larity of insurance as a whole. The
aunual codferences the Patna Insurance
Club convenes offera platform  to the
highest and the lowest in the profession
for giving expression to thoughts which
would otherwire have remained phantom
pictures of individual minds withoat the
Shakti of the uttered word. These coun-
ferences focus pablic attention on the
subject of Insurance which is one eof the
foundation pillars of modern. politico-
economic society. No Finance Minister
is worth his salt in a Modern State if he
fails to recognise the value of the State
support the insurance-idea should receive
at his hands. 1f you could creaie the
urge for insurance in every insurable per-
son in India, you will not have to seil
your bouour and the well-being of your
posterity for dollar loans from a consci-
ence-less and money-mad country whose
only God is the Dollar, whose only faith -
is the Power of the Purse. All planitngs
could be financed from within if evena
part of governmental efforts lhroﬁgh the
Press, the Cinema, the Radio and (he
Public Relations departments were spent
in preaching the value of insurance to the
individual and to the family. The Cent-
ral Indian Covernment and the govern-
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ments of the States are trying to speci-
alise in Deficit Budgeting due inevitably

I'bave no doubt that a joint publicity
campaign directed to fostering inzwrance-

to sca!city of resourcex. Tha firng-. l‘is-umirbnmi‘m the community will pay

torical example of deficit financing was
that of the Bourbon Minister Nacker and
the historical consequence of his actlons
was, the disastroos upheaval knqwg;as the
Fromch. Revolation.  Professor J. P.
Niyogi of the Calcutta Univexsity has
already sounded a wote of warning against
Deficit financlog. A large-scale propa-
ganda for. life inewrance would have re-
sulted in national saviag to an extent
that. wowid have made an Indian Finauce
Minister’s task less onerous than at pre-
sent. The Indian Life Assurance Offices
Assaciation may sit across a . table to
discussiwith the Goverument a. scheme
farr selling the {aswrance-idea. to the vast
multitades of the people through . the
Pdess, the Cinema, the Radiao and the
piatforms and through the ‘‘Community
Peoject’” activities.

':‘Admlt'iiig, however, that the State
' ﬁas not done what it should and could
have aono we cannot forget that the ln-
surance Trado ftself bas failed in ftr ‘res-
ponsibllity in this respoct. “fhie amouhts
that {nsurers spend indlvidhany upon
their hackueyed advertlsomant wiil, add-
od np, total over 3 to 4 lakhs of rupees
. annually. This expendi(uro' gives ‘no
money-rotmn and, as such, is futile and
a'waste. Oar last year’s Prdsfdeut,' Sri
Mritynn]ay Prasad, among other th!ngl.
drew the attention of oar insurers to' the
need of joint advertisement campaign.
This appeal was not in vain béc_‘auo in the
Exhibition held at Kalyani during the
last Congress session, the insurers had
an Insdrance stall jointly run by the In-
dustry. This is hopeful but not enouvgh.

decent dlvidonds. The easier tnswrance
selling bocomos, the less will be the

'Vproducilon cost, Aftér five years of con-

centrated drive for popnlathlng tosur-
ance, the chances are that the maximun
rate of commission payable to agents

may safoly be reduced without mach
heart-bnrnlng.

Members of the Club may take pride in
the fact that the -thought-contribmions
this Clab has made through the jdresses
of fts past presidents.and the resolutions
thut have been passed from time to time
from our platform bave horae froft. = We
have already mseu ' that some companies
have revised their policy: conditions, on
the basis of the resolutions passed by our
conference last vear. Itis immaterial o
us if any one does not giwe ws verbal
approbation for our actions, we have the
satisfaction to know that we have done
owr duty and our efforts have borne fruit.
Our President for 1952, Shri N, G,
Samaddar, made certain constructive
suggestions on wuch subjects as **‘Agenta’’
‘‘8alaried Field Officers,”’ “Clﬂmu.”
““Loans,”’ “*‘Lapses”’ and ‘‘Revivals’’ 1
donot know if our Employer. organis-
ation, the lndian Life Assurance Offices
Association, care to pay any beed 1t the
utterances experienced . workers who are
veterans of the field and who are in daily
contact with =1l the factors the sum 10tal
of which may be said to be the ‘‘Iggur-
ance Business.’” Shri Samaddar’s sugges-
tion for amiformity of the Loan Bond
bas borne fruit as the {LAOA s preparing
a standard draft. Sri Mrityunjny Prasad,
also made a masterly analysis of soch
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subjects as "Policy Conditlpns,"
ssClaims,”” *‘Loans,” etcetera, Though
only one of his suggestions regarding
the Estates Duty Bill was incorperated in
the Act that finally emerged, he as well
as the Club may congratulate ourselves
for this success, however slight, of our
efforts,

The Estate Duty Act is now in force
and it will have not negligible effect on
the insurance business. It is true that
this law affects a small minority of the
population. Bat thiz minority gives us
a large slice of the total business. The
size of the slice may fairly be expected
to grow, if the fieldmen are trained how
to go about it in the proper way. [ have
not seen, however, any company issuing
instructions as yet to its workers about
the detailed implications of this enact-
ment and the method of exploiting it to
our advauntage,

The unplanned, unsystematic and
lopsided methods of field organisation
hitherto followed by most' of the Indian
Insurers are showing up their defects
against the background of the Insurance
Act with its provisions for limiting ex-
penditure. In our City of Patna, as
many as four insurance companies last
year closed their Branch offices on
account of their failure to find the field
pﬂsofxml for organisation, I thipk it
was not the want of men that led to this
result but a failure to appreciate the
fundamental factors, psychological, eco-
nomic and geographical. These com-
panies are bound 10 lose ground in other
fields also and many others will have to
face a shrinkage of organisational muscles
until complete atrophy sets in 1 am not
going to discuss this problem in any

detail here. Itis one of the most im-
portant aspects of the whole industry. It
requires careful study by a joint commis-
sion of {insurers, the Government and
veteran representatives from the field
workers. A wink to the wise is enough
and I leave it at that.

A sudden and almost revolutionary
move {n reducing their premium rates by
the New India Assurante Co., Ltd., has
fubjected the whole of the Insurance Ig-
dustry to a shock-treatment, This has set
the hives humming and the more alert
companies - have already notified their
field workers that they are losing no time
in revising their premium rates. One
must give credit to the New India for its
earliest realisation of the fact that in-In-
surance it is a seller’s market and a stiff
one at that, This consciousness is ab-
sent in many of our Head offices. Taking
advantage of the truth that mortality has
ifmproved considerably amoung socially
higher stratum of society when some
British Insurers decided to cheapen life
insurance, a cry of dumping was raised
by some of our insurance leaders who
even went the length of giving a threat
to these foreign concerns of legal restri-
ctions being imposed on them if they did
not refrain from making their commodity
cheaper to consumers. The first attempt
to maintain the high prices was the code
of conduct rules emanating from the
statutory body, the Life lnsurance Ex-
ecutive Council. This syndicated price -
structure of the insurance commodity has
now been batltered by an i_ﬁdigenous
concern. .

Indian Insurers have raised their pre-
mium-‘rates witbin the last ten years, al-
though from a strictly scientific point of
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view this could kardly be justified, . Unti-

ot proft never ariyes by price-{pcrease

of & commadity that has 5o buyer's ‘mar-
ket }.lgq‘_lu‘iwgége i)n-lim‘-mi‘:‘.
Ahat 1s, price fxatios, 1s based on thres
mala cossideratipas: goi(t:a’my.‘ .‘o{gb‘ouo:o

‘and interest rate, Mortality bas bean a

:hﬁdﬂy improving factor for the l;n
twwnly. yoars. The neuuy*?wlhﬁd
acteselal report on the luvestigations #n
1951 By 8ri S. P, Jatu, the Conim Acve-
© ary, proves considerable advance in the
average expectaticu of life both for mates
and females. -Thé advaace is proportione
ately higher in the case of insutance
entrants who are subject to medica)
selection. That mortality is improving
was knowa to our actuaries and minagers
and therefore on fhis count, atleasty; in-
crease in premimm rate was not justified: -

‘The average percentage of over-all ege
pense ratio and ‘imterest.rate eiperfence
has been as follows, sccording to Go-
vernment report:— e

Vear 1930 1941 1943 1945 1947 1948 1949 1830 198
Expens- . '
es 333 37°4 279 383 S04 290 92 299 245
Ianterest | .
rate 468 417 388 348 313 393 3°05 316 330

It will be noticed that in the ;""y
years of the war as there was dOmQ;. \ o
business the FExpense ratio p.i.};u,
declined and leapt “'P,°"‘Y,,,!n the pood
the war ended when business also _leapt
up, but remained below 1939 EFP"?!Q,I;'Q.
Iun 1951 the decrease. in expense wap as
mach as 7 per cont. compared with the
prewar position. The decreasing trend
was known or should have been, knawn
and iucrease in premioms .was notjusti-

fied on this count also,
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 The decline in the interest rate bet=

weou 1939 and 1951 has been 1% ¥ “"
$hould have been kuown to actuaries as
48 Insvitable trend becamse of the reckiess
currency iaflation during war. This de-
cline, however is ofi-set by the decresse
in expense ratic and therefore the increase
in premium rate was not justified on this
Count also. Future trend in interest rate
may be envisaged Lo be of tnczeased yleld
becanse holdiags in high-yieldisg in-
vestments bave considerably increased of
Jate. 1{ the recent investments of insuress
have been carefw] ly selected, then abetter
yield ig inevitable, The following table
shows the diswibution of assets in M}"

Yiolding assets in 1951 and 1939, in 1akhs
of rapees: |

1

o 1930 1951
Moglg}agcs on Property 2,04 9,98
Shares of Cg@'pauios C 472 34468

Land & House Property 4,60 ‘12,48

1f the Parllamen could be properly sold
©on the {dea that Life Oftice surpluses are
1Ot “bustuess profite’’ and therefore she
Polftyhoiders’ sharer dhowid be free of
;nm-m. th’n oach relief would ad-
‘Vlli&ﬁ. average interest yieid to ¢ pCe’

IRRTN ._ _ o

: Em‘nﬂq could hawe besn further
feduced by at lgast 5.p.c. if the compani-
9% had {atrodnced son~medical life asswr-
ance. - We cag safaly say that the field
Medical examination for the last 15 years
has been. such that one could say there
WAt 10 medical examination. 1f inspite
of this mortality has improved, ‘gh‘g o
ves that the field wackers, despite a0
ofiactiye medical,. selection, have  bean
honest in splecting lives. Some progres-
sive-minded companies have already in-
troduced non-medical insurance. The

Cont ‘yeduction themsby removes to seme

extont their headache 9b0at'9r§anl?tion-
‘alcost. e

" The sffect of reduction * - vies is likely
to inconvenjence thoss compuniss whose
annvet new business {s below 1 crore.
Most of their business will veer off to their
i:lggor aad stroager rivals with higher
bonuses, But such fall will not be dis~
astrous. Some of these small coaipanfes
write businesa at proportionately heavy
cost. If they can learn to be satisfied
with less business, they can expect to
érow in strength gradaally.

1 shall now refer to some aspects of our
business about which the fisld worker sees
the most and to which my predecessors
have tried to draw the attention of our
Managers and Actuaaries,  Simply because
these suggestions are coming from field-
men and petty officers, they'should not be

‘g [aor ad,

‘ (1) Olaims

- {n) A Death Certificate is an {important
claim form. Claimants experience g‘mpt
difficulty in ‘obtalning these. Records are
not properly kept in Municipalities and

“Thanas and, since Indépendence, official

corruption has so much increased that
tampering has become the usual practice
which is fraught with danger for Insucers.
1 shall give two instances of the clai-
mant’s difficulty. Inone case the claimant
failed to get a certificate inspite of tips
given to the proper person because the
Municipal office could not trace the record
of cremation. They could not find out
where the deceased was cremaled, though
be had died in the hosplial, This proves
that a carpse can be dixposed of in the
capital town of (his State without any
any check. This is dangerous both from
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the insurer’s and the ‘Socfety’s point of
view and the Insurance companies ought
to take steps to see that proper racords.are
maintained in burning ghats and barial
places.’ The sacond case was as recent ax
‘the thfgidle, of last year. A Policyholder
who was a clerk of the Patna Secretariat
suddenly fell 111 and ded in the bospital.
The claimant went to the Municipal Cor-
poration’s office for a certified copy of the
entry imn the register of deaths. The
dealing clerk demanded Rs. 25/~ for it.
The claimant met a colleagne of ours who
advised him to go the Admiaistrator
direct. He did so and secured the;cer-
tificate for Rs. 3-8-0 only, being the
usual fee here. The fact was given to the
Administrator in writing and it i not
known if any action was taken against the
clerk. o ‘

la villages where death rogisters are
matatained at the Police stations, the
entries are made not on the basis of a
certificate from the medical attendant but
on the report of any person from whom
the’Chowkidar collects data. This opens
the way to fraud. It is also harmful to
legitimate claimants. The actual cause of
death may be one kind of disease while
the entry on hearsay may be somethiang on
the basis of which the cowpany canlegiti-
mately refuse to admit the claim,

(b) Medical attendant's certificate. Now-
a-days hospitalisation is on the lacrease.
When death takes place in the hospital,
the hospital authorities issue & certificate.
But the Medical officers of the hospital are
not allowed to issue any personal certifi-
cates to patients or their relations, To
insist on the Medical attendaat’s claim
form {s not justifiable in such cases. The
bospital certificate ought to suffice not



anly in this respect Lt also as. a.prenf of
death, : o

(c) Where a claimant is proving his
title by means of a  Succession certificate
or Probate of will or Letters of adminis-
tration, these are granted only when the
death bas been proved to the court. ' In
such cases the lnsurer has no justification
for demanding farther proof of death,

(d) The 1. L, A. O. A. should approach
the Government to provide statutorily
that certain categories of officers would
be bound to atlest insarance claim forms
whenever presented before them. Many
magistrates seem 10 lack a sense of public
duty and 'refuse to altest these forms,
‘This dificaity of claimants should be re-
moved if insarance-mindedness is to he
fostered,

{e) In case of maturity claims, attesta-
tion by magistrates of the claim forms is
indefensible and without justification.
Loans could be paid to the Policyholder
on the basis of his signature attested by
any witness. Why cannot the value of
the policy be paid to him on the basis of
bis signatare only, which is the most
positive proof for a discharge, specially
when payment is made by crossed chegues?

{2) Automatic Non-forfeiture and
Surrender Values

In 1ast year’s conference Shri Mrityunjay
Prasad pointed out that many companies
do not pay surrender value on premimms
antomatically adjusted out of the policy
holder’s own mopey. This is an import-
ant issae and the Controtler of lusurance
may take op the matter with the Insurers,

(3) Surrender Values

The provisoes to Section 113(1) of the
Iasurance Act nullify the section itself
and should be done'away with, The
policybolder’s right to know at the out-
sel the extent of the Surrender Values is
inherent and should not be cartailed.

(4) Automatic Loan Extension
In the interest of making life insarance

s
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populat. the -antomapic, doan,: waston
ay;ten ;go-uld probably be dang
vith. Where many are exposed ok rish
fow a%:umb 10.a risk, On this prt .
;\;}( policyholders 'stdnd 1o il ;:;
bg  ddring- axtomstic: loan- 1T
period, “The, majority survive .::.d“ m
that thay have 1ot all the money thpy
paid to the comipany. “Saéh ‘&;&'Sph carry
ov propagdhda against insurages: “Phare~
fore, ike lntonaﬁctpaidmp.poﬂc.y..mud
by many companies i definftely -
ficlal practice and {tis better that aly
compantes ‘shodld adopt this practice,

I do not propose to  take up yo ‘
any further Whatever we ofp t{eurln?:?
ance Club say from this platform is in the
larger interesis of the bastness and 1 hope
pur masters And the Goverament of India
should appraise our efforts from that
angle. '

Before clusing I beg to exiend \
Club’s bebalf and migne‘ our welcg:xe tl::
our Chbief Guest Shri K. L Gupta for bis
very kind presence among us inspite of
heavy and pressing pre-occupations. We

are conscious of the honour he has done us

On your behalf 1 thank Shri Shya

Sahay, the Vice~Chancellor nfyt:‘.n::g::
Univatsity for the encouragement he  has
gliven us by inaugurating 1bis Asien(bly
Insurance {s 4 learned profession. The
product of our industry, i.e., covera
nf risk, depends on an intimate study of
Economics, Mathematics, Medical Sci-
ence, Geography, human psycholegy,
Race-&haracteristics, and in the case of
General insurance. most of the phyaical
sciences, A learned profession ought 1o
be closely connected with an Institution
for the advancement of learning. Ouyr
Universities would do well to invite oc-
casionally experienced fnsurance men 1o
lecture to their alumni on the subject of
fnsurance, thereby giving the gindents
the benefit of a practical training W,
are obliged to Sri Shyamonandan Sahay
for assoclating himsef with us, ’

I beg to he excused for the strain I have
put on your patience.

. | FARAY 10We

The Law of Contract

t

N modern society the law of contract
governs hnmavn,activuy, perhaps to a
greater degree than any other branch of
law. It provides a rule of action foreven
the most ordinary affairs of the daily life
of the individual. When one goes to the
warket and buys an article at a grocer’s
éhop,- when a tradesman borrowy money
from a monoy-lender,' when a passenger
buys a railway ticket from the Railway
and when a person guarantees the honesty
of a clerk who seeks employment in an
office, °it is the law of contract which
comes into play and governs the relations
between the parties to all such transac-
tions,

As socisty advaaced and human affairs
became mors complicated the law con-
cerning contracts developed, and we bave
today the laws of agency, sale of goonds,
banking, fnsurance and so on, Ishall
not deal with any prohblem peculiar to any
particular branch of the law of contract,
My intention is to discass only the prin-
ciples and general aspects of the law.

The law of coniract consists of rales
which impose limitations on human action.

Subject to these rules it is open to the .

parties concerned to create rights and
duties for themselves., If these rules are
not infringed, parties who wish to enter
into contracts enjoy the greatest freedom,

Essentials of an Agreement
The bhasis of a valid cantract is an agree-
ment hetween two or more persons, The
first element of an agreemeat is the pre-
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sence of a definite offer made afther.te
particular person or to the public at large.
The next essential is acceptance of the
ofter. It may be avcepted either by the
particular person to ,.wh,um“the offer is
made or where the offer is mads to the
public, by an ascertained ‘;’)euox’x or Pq}-
sons within the genera} public, .The‘?i)ﬁer
may be acc@ptbd either e‘x»preSs{l‘y‘ by &
statement to that effact or by 6ondt;§ét
which consists in the performance of the
conditions lald down in the offer.

4 offers to sell his house for Rs, 10;000.
B agrees to buy and to pay Rs. 10,800 f;)t
the house. Again a person who bay, lost
his bag makes an offer by advertisemant
of a reward of Rs. 50 to anyone who finds
the bag and brings it to him, B, after
reading the advertisement, finds the baé
and brings it to the owner. These are
examples of ofters made and accepteé.
An ofter, however, is to be distinguished
from an invitation for anoffer, The issne
of a price-list or a catalogue by a tratles-
man advertising goods for sale s not an
offer but a mere invitation for an offer.

Nature nf Contract

We bave seen what is an agreement.
Now, an agreement which is enforceable
by law is known asa contract. All agree-
ments are not contracts. Only such of
them are contracts as create obligations
which the law recognises and the coarts
enforce, Everyday ‘agreements are made
in domestic and social life which the
parties do not intend to have legal con-
sequences, that is to say which do not
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create rights and duties for the enforce-
moent of which the parties could go to

. court, If the parties bave ha lﬁmdon 9

create legal obligations. as distinguished.
from moral or social obligations, the law
reapects their wishes and does not impress
spon such agreemenis the characier of
contracts, : .

A 'familiar “example of an agreement
which is not intended lo bave legal: con-
sequences and vhich ' therefore cannot
rosult in a contnct is that of an invita—v
tion to dinner made by one friend to ano-
tlor who uccopts the same. Sach an
agreoment is not intended 1o create a logal
duty and a lcgal right but merely resulis
in a.social obl igation. Itmaybea geutle-
Wan’s agreement bat as it was never in-
teaded by the parties that fn case ome of
them: s in default it will be the right of
the other to go 1o a cosrt of law, - it does
not become a Contract and the court will
not direct auy of the parties to fulfil it or
piy damages in case of breach of the
mt. ‘

Requiciln of &' Contract

1; is essanlial that the panies entering
into a comract must punsona the capacity
to do :o. A penon vho bas not attaipod
majority, i.e., the age of 18 years or is
not of sound mind is not competent to
entey into a contract, In other words the
law does not regognise a coptract to which
a mjnor or a person of wnsound mfind is a
party. Thas if a monoy-lendor advances
money to a minor. he is pot entitled to
_Tecover the loan in a court of law, What
is a sound mind for the parpose of enter-
ing #nto a contract bas been defined by

_ Vs Indimn Conmtract Act. A .person is
sedd to bs of sound mind if at the time

when he makes the contract he is capable

of nndorstandlng it and of forming a
rational Jndgmonl as to its effects wpon

Bds Suterestyi |
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Auothcr essential requisite for the
formation of a contract is that the paniu
enter into it wl‘rl: free consent, fe., to
say not oul’y showld there be consent but
consent should ‘be vol-ntari]y given.
‘Counsent’ means that the parties 10 the
contract agree to ‘the sawe thing in'the

_game sense. 1f the parties are thinking

of different things at the time of entering
into the agreoment, thefr minds have
wever met upon the essential part of the
agroemont and thorofou lhoy canaot be
said to Bave consented. In such a case
|he very basis of ln agreement is wanting,

" - Pree Consent

Under the law, ‘consent’ ix said 10 be
free when it has not been brought abous
by any of these five elements: coercion,

‘wndue inﬂuﬁce, fraud, mhnpnsemminn

oy mistake, -

There is always anxiety on the part of
the law to protect the weak againsat the
sirong, the bonntag.alnpt the dishopest

. fnd to uphold what 1a just. If the con-

sent of A party 10 enter {nto a ¢ontract is
obiained by the commission of a crime
under the Indian Penal Code or the threat
to commit sach a crime or by unlawful
detention of that person’s property or the®
threat to detain it, consent wiyy be caused
by coercion and there can be no valid
contract. 1t is obvious that the law
could not uphold an agreement when the
willingness of a party to enter into it has
been obtained at the peint of the pistol.

Even where force or threat of force has '

not hees used, it may be possible for a
person to acquire such power over the

[Mav 1954
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wiil of ancthet that the latter may cosdso
to have a free mind, The inflestce of one -
mind over another can be very subtle - -amd -
auch {nfidence may be aspernictous as that

brotght about by the exercise of force or -

threat of force. Whon a dottor acquires
such' an ascepdancy over tlie mind of a
patient, whose will has become weak: by
disease and iohg suffering, that be is’ bte

46 exercise bis faflaencé on the patient and

obtaine an agreement for exceisive foes

which the patient would not have agreed
‘to but for the exercise of such ‘influence,

then in the eye of law, the patient has
not given free cousent and the agreembnt

“ would not be binding upos llhn “This is

a case of undue inﬂnonco. '
F’ornpa of F‘mud

Fraud can assume many forms, The
usual form is where one man causes ano-

‘ther to act'by representing something to

him which Ye himself does not believe to
be true. . The active concealment of a
fact by one having knowledge or belief of

‘the fact also amounts to fraud. When a

person buys goods promising to pay for

‘thet but without the intention of paying,

he is guilty of fraud. Fraud is sometimes
difficult to prove, But it bax been said
that *‘the state of a man’s mind is as much
a fact as the state of his digestion.”’
However complicated the fraud may be it
is always capable of proof.

The 1aw treats innocent misrepresenta-
tion on the same footing ax fraed. In
case of misrepresentation there is no in~
tention to deceive but the result isthe
same as in the case of fraud. When a man
makes a positive assertion about a fact
which ix not true though he believes it to
be true, but his information is not ade-
quate to justify that belief, it wodld he a
case of misvepresentation,
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** Void - Contracts® i - ‘
Parties whose consent has been o‘rta!uad
"By coercion, fraud, or misre rountet!on.
bave tl}o option to treat such contructp as
void, “Such agreements are not void fro;n
the beginning and unless the party con-

‘ cerned choosos to.exercise the option the

countract remains good.  They au known
as voida‘ﬁle contracts, e, cm\t uﬂa
which can be made void at the optloh of
one of the parties.’ Contracts which are
void from the very boginuing are - known
as *‘void comuracts’”’ -

Mintakes of fact commiited by both the
parties, but not mistakes of law in force
in India.‘ will render the comracl void.
Where 4 agrees to buy from B a certain
horse and both believe ibat the horge is
alive while in fact it is dead at the date
of the agreement, the contract is void.
The reason is that at the time of entering
fato the agreement both the parties were
under a common mistake with regard to
the subject-matter of the coatract. \

So far as mistakes of law are concerned
the position is different. Everyone is
presumed to know the law, It is the duty
of every citizen to know, either by his
own effort or by taking professional ad-
vice, as much law as is necessary for"vt)lio
business he is conducting. For this rea-
son a mistake of law is not held to be an

excuse and does not avoid a contract.

Consideraltion in o Transaction

Then there is the rule that an agreement
without consideration is void, + *Con-
sideration’ is a tecknical expression
which means an act or forbearance of one
parly, or the promise thereof, as the
price for which the promise of the other
party is hought,
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To give ap example, when A4 agrees to
seu.hisAhonse to B for Rs. 10,000 and B
agrees to buy it for thesaid sum, the
promise of 4 to sell the bouse is a con-
‘sideration for the promise of B to pay
Rs. 10,000 These pto;nises on the part
‘of A and Bform the consideration, for
‘each other and together constitute an
ig;oement. _If B promises to pay 4 R,
10,900 for nou consldofa\ion tl;on:.nntl'er
the above rule the agreement is void.

’

There are three exceptions to the rule,

The first is that if an agreement is made

on account of love and affection between
near relatfons it will be enforceable even
though there is no consideraiion, provid-
‘ed the agreement is in writing and regis-
tered. Thus an agreement by a father to
give his son a certain sum of money out
of natural love and affection needs no
cémsi'dveration'tn make it a valid contract,
but it iz necessary that the agreement is
ijut in writing and is registered.

The second exception is the case where
there is a promise to compensate for some-
thing done.  To take an example, if A’s
p'mjse is lost and B finds it and gives to
A and A promises to pay some money to
B, the promise is an enforceable agree-
ment, The third exception is in favour
of the agreement made by a debtor to pay
a debt which by lapse of time cannot be
recovered through court, provided the
debtor bas made the agreement in writing
and bas signed it.

Reprehensible Agreements
We now come to a class of agreements
which the law considers as reprehensible
_and does not therefore recognise. The
law disapproves of these in the interests
of the safety of the State or of the public,
or for other reasons connected with the

i [May 1984

social or economic welfare of the State or

. adminisiration of justice. To such class

beloags an agreement in restraint of mar-

riage which the law has declared to be

void, . An agreement by a bachelor or
spinsier never to marry is bad. Law
favours marriages and in the words of a
learned judge written long ago, an agree-
ment in restraint of marriage ‘‘tends to
depopulate’’, which he describes as *‘the
greatest of all political sins’’,

Regard for the economic welfare of
sqciety is responsible for the rule that an
agreement which hinders a person from
carrying on trade or business or exercis-
ing a lawful profession is void, There is
an exception to this rule in favour of the
agreement not to carry on business of
which goodwitl s sold.

'Agreements by way of wager are not
enforced. Such transaciions are in the
natare of gambling. If 4 and B agree
that 4 will pay money to B if an uncer-
tain event happens and B will pay the
woney if that event does mnot happen,
such an agreement is one way of wager.
Exception ia however made in favour of
certain prizes for hnrse-racing.

Unlawful Object

In addition to specific prohibitions in
the Indian Contract Act, thereiza general
prohibition that an agreement of which
the Object or consideration iv unlawful is
void. 1 will now give a few examples of
such agreements. ln excise laws general-
1y the licensee is prohibited from sub-
letting the licence without the permission

of the Collector. If there is such a sulr-
lease and money has been deposited under
it, tb® sub-lease is void and the money
due cannot be recovered.
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An agreement the object or considera-
tion of which the court regards as im~

void. By pubjic. policy - is meant
policy of the State based upon social,
political or economic grounds, I issaid
that no court can invent a new head of
public policy and therefore public policy
caunot be extended by coarts beyond cases
already covered by i#t. ‘Whenever new
cases arise, courts bring them wiihin
well-recognised heads. An agreement
amounting to trading with av enemy dur-
ing war is an example of an agreement

moral or against public policy is axo,

- againat public policy. Such an agreement

by a citizen would be detrimental (o the
interests of his own countyy, An agree-
ment which has the teadency of disturb-
ing the dte administration of justice would
also be agaiast pablic policy.

A well.known example of such an agree-
ment is that which relates to stifiing pro-
secution. A serious crime is committed
and a person who is charged with the
crime enters into an agreement with the
complainant to pay a certain sum 10 the
latter if the.latter stops the prosecution.
Courts aubhdr such agreements and pro-
coed upon the view that if the accused
person is {mnocent the law is abused for
the purpose of extortion and if he is
guilty the law is eluded by u corrupt pro-
mise. .

The social interests of the State are
injured by the sale of public offices.
Agreoments amounting to sale of public
offices diminish the purity which must
belong to such offices. For a similar
reason an agreement for assignment of
public’ salary is bad. The abject of the
salary of a public officer ix to uphold the
dignity of the. office and to anable the
officer to carry on bis duties in an efficient
and proper manner.

An agreement that fraud will be practis-
ed and profits thus obtained will be divid-
ed among the parties to the agreement ia
also void. If property is let 1o a person
for carrying on an immoral pursuit, the

landlord cannot sue for renmt although. o
there is an agreement to pay it.

preey U Quani=Odetraets

1 shall now deal’with a class of ‘trans-
actions which though not contracts have
all the legal incidents of contracis. ]
are known as qaasf-contracts. The‘m
no element of agreement present in such
cases although all the legal congequsnces
of contracts attach to them, The law of
quasi-contracts fs based upon the theor
that there should be no unjust enrichment
Or unjust benefit and no person should. be
allowed to'retain money or benefit derived
from another which it is against cons-
clence for him to keep. Now ! shall give
a few examples of quasi-contracts, When
8 parson supplies necessaries to another
person who has not the capacity to enter
into a contract, as for examplé a minor,
the former is entiiled to recover the value
of the wnecessaries from .the properiy ef
fuch iacapable person. Necessaries mesn
food, clothing, lodging, medical atten-
tion‘and so on, e

. .

If a person enjoys the benefit of an act
whicll has been done for him by another
when the latter had no inisniion to do it
gratis, the former {s bonad to compensate
the latter and if the act.consisted of de-
livery of a specific thing, to festore that
thing, : o

A person to whom woaey has been paid
or anything delivered by mistake or nnder
coercion must repay or return it, - There
are casex where one person is bound hy
1aw to pay and another person is interest-
ed in the payment. In such cases if the
person lable does not pay and the person
interested pays, the laiter is entitied to
recover the money 8o paid from the form-
er. In all cases of quasi-contracts the
law raises an obligation similar to that
which is created by a contract, bacause
otbarwise the pariv henefited will be nn-
Justly eariched and it will he ugfair for
that party to enjoy the benefit and ot to
bear the burden.

(A. I. R., New Delhi)’



Problems of General Insurance Business

Q (INCE the Amendment Act of 1950, the

cuntinwvance of the Principal Agency
Raotes had been receiving thé-atlention of
the Irsurers in the Calcutta regiom, In
deference to Government’s wishes the
statos quo war maintaineq but recently
the Government released the Insurers
from the under taking to maintain the status
que. Though it was felt both by the Indian
Insurance Companies’ Association and” by
the Overseas General lnsurers’ Associa-
tion that some kind of restriction on
Principal Agoncy Representation = was
desirable owing to a bona fide inability on
the part of the two Associations to come to
an agreement on the number of Principal
Agencies to be allowed to each Company
it ba» been agreed between the two Asso-
ciations to take steps to ahrogate the
Principal Agency Rules at present govern-
ing the Insurers in the Calcutta region.
This is expected to be an accnmpllshed
. fact very soon and 1 sincerely hope this
will not add to the present day  problems
of Instrance in India. ' '

Indian General Insorance received a
strong impetus from our Independence in
1947 and with car National Government’s
successive Five Year Plans it has a bright
future, “Yet we are in the grip of frustra-
tion and breathing an air of pollation.
W e have brought om ourselves an
amendment legislation in 1950 the utility
of which is problematic. Whilst eur
Prime Minister is decrying casteism in
political lndiua, a bidebound caste system
is being developed in Insurance India.

é

By Smm1 E. K. SRINIVASAN

Slogans ‘Such as *‘Strong Company,”’
“‘Loader of 1ndian Insurance’’ and *Savi-
our of Foreign Exchange’’ are heard fre-
quently. Subtle approaches to Govern-
ment with the bogey of Indian Insurance
in danger and foraign expleitation are
made for individual advantage. Oppos-
lng‘ groups are bélng formed with leaders
and camp followers. Anp impression is
propagated that the strength of un Inxur-
ance Company lies only in the size of ita
capital and premium income and on t1his
basis any national business is attempted
to be divided. It is voiced from every
corner and at every opportunity that the
salvation of Indian lnserance lies in a
few leaders with the rest under their wings
with no individuality orright to question.
Unless these tendencies are fought against
and stopped forthwith, in the course of
the mext 10 or 15 years you will find
Indian Insurance concentrated in the
hands of balf a dogen Companies and
sveryone will agree with me that such
concentration will not be to the good of
the country and its peoaple. Concentra-
tion of such power will bave an intoxi-
cating effect. We see already signs of it.
I warn the Government to notice this
tendency and take measures against {1,
Indian lnsurance must be broad-based on,
numerous well run companfes rather than
on a few powerful units. Help not to
create a Zaibatsu like in pre-war Japan.
It is made out that most of the Indian In-
surance Companies ave very small and
have no technical equipment to be trusted

1o have a say or hand in developing Indian
2 -

people.
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Insurance and therefore the few major
Insurance Companies must have ‘ql!:ctatg'r‘ial
powers for aggressive development. My
answer to this is that Prime Minister
Nehru does not claim dictatorship because
our democracy is based on adult franchise
of majority of flliterate and {1l-equipped
. He does wnot say that beipg
superior lntell;clually and otherwise he
mast have superior rights as a citigen.

© 4

Now let me try to trace the path
through which we have travelled to this
{)reaont position. The Government can-
not be blamed. The Governmeat only
gave what certain representatives of the
trade clamoused for. The ‘Government
adopted the trade’s recommendations al-
most without yariation in the Amendment
Act of 1950. The tragedy lies in those
recommendations not being representative
of the majority feeling of the trade and
for this the trade is to blame to a large
extent in that the majority of its members
‘at that time did not take an active and in-
telligent interest in what was (:omlng- but
felt satisfied in the infallibility of person-
alities. The result was the clamping
down on the trade the 1950 Amendment
which is making the rich richer and the
poor poorer. A legislation was produced
which enabled companies with big finance
to breach it legally whilst the Cl)mpanieé
not so fortunate are everyday finding the
ground under their feet slipping, When
it was found that the 1950 Amendment
was not working the wonders that is was
claimed it would at the time legislation
was brougbt another clamour went forth
to Gover nment, Government was told by
our iepresentatives that the trade was
composed of law breakers and uot stopp-
ing with it we were made to bear the cost
of an advertisement that proclaimed to
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the world that we were all a crowd of bad
boys, What tragedy! Are we 80 bad or
is 1t the intereated cry of the people who
achleved the 1950 Amendment finding
their real purpose defeated? 1t is
time we stopped rushing everytime to
Government at the least. provocation and
deprecating the trade which is not as bad
as it is made out to be, This tendenqy‘ to
invite more and more Government inter-
ference and resirictions must be stopped.
Insurance is a highly individualistic

-game and it certainly cannot be success-

fally run like marionettes with strings
pulled from Simla or Delhi, 1 say that
everyone of you is capable of running his
show properiy and you must develop a
sense of pride which must protest against
the Government unnecessarily interfering
or one of your own fellow 1n the trade
telling you that you can only thrive undet
his wing. Do not lose your individuality.
Do not develop an unintelligent and sei-
fish partisanship, Act dispassionately
and understand what you are doing. Do
not develop a complex but be convinced
in'j'c»ur own ability to exist.

Another step in the path to the present
juncture was the formation of the Pool.
I may even at the outset say that 1 do not
deny the advantage to Indian Insurancein
general of the Pool; bhut my quarrel is
with the shape which it is taking subtly
but {nexorably, It established a caste
system, an invidious claim to discrimi-
nation, and a mischievous belief that the
measure of a Company’s capacity to
handle business was based on capital and
premium income only. When France re-
pealed the ‘‘Edict of Nantes’' it invaded
private liberty; so also the formation of
the Indian Insurance Companies’ Pool
struck the first nail into the coffin of in-
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dividual expression. Ido not know whe-
' ‘tlgr you are all satisied with the ruaning
of the Pool. The cavalier fashion with
which the Pool members are informed of
the attachmeut of risks, the extreme delay
after which Coplos of policies are in the
hands of members and the mechanism for
rating von-tariff risks are the despair of
the Underwriter. While the going is
good “these defects will not be apparent,
bat bad luck one day will make us sit %p,
A disasfer may not affect the bigger com-
pauies to the same extent asthe xmaller
¢ompatfes mainly for whose benefit the
Pooliias vstensibly been started. 1 -feel
the mechanism for running the Pool wrest
bo. tbe same as ranning any Insarance
Company. The present system of homnor-
ary: Underwriters can never he satisfactory
for oven the reason such bhonorary under-
writers have not the time the job reguires,
A fall time and dispassionate Underwriter
mest be at the job and naturally there are
fears attached to such astep. However if
the Pool is an inevitable evil by accepting
which only we can show our patriotism
and concern for Indian lnsurance every
member of the Pool must at least he vigil-
"ant, examine the terms and conditions on
which Pool business is writien and oxer-
cise a right (o constructive criticism of
the working of the Pool, Do not allow
the Group immediately concerned with
the working of the Pool to develop an
impatience at criticism. Allow not the
Pool to deaden your individuality.
Another dangerous tendency that is de-
ve) dping in the ,Pool is the solicitude
that certain members of the Pool are
flaunting by way of being in a position 10
get reciprocity for the benefit of the Poo)
from foreign fields, and subtly basing on
it a right to handle national business
which is in excess of the net absorbing
capacity of Iudi:m Companfes, 1 resent

. THE INDIAN POLACY -HOLDER

'[Nn 1034

the snggeslinn that it is the privnoge and
capacity of only a few lndiau Cumpanleq
10 get rociptocllv. The ahsm'dhy Ol this
claim will bocome (lamer if 1 mention
that these claims are put forward at the
present time fo a.feverish fight to cédfner
Indian Hull and Aviation business. 1 can
tell you that any of you can whistle and
get as much foreign Hull and Aviation

‘business as you want without having to .

give anything in rveturn, What is this
reciprocity that is being made much of 3
Government is approached and the bogey of
drain of fotelgn exchange 1s raised. The
extent to which foreign exchange can he
dissipated as far as insurance of Indian
Hulls, Maripe and Aviatfon, 1s concerned
is circumscribed by the profit made on
such business. This profit, as you aly
know, is problematic. Fiye _percent can
be considered as a generous profit margin
taking # long view, As you know there
are a number of ladian Companies even uy
prosent having a hull porifolio through
treaties from furefgn Companies. 1f this
is taken into consideration the net loss in
foreign exchange. will be negligible or
nothing. . Aunother argument that only by
a concerted sctivm on the part of lndian
Tusurance can we get 4 share of foreign
Hull business is fallacious. 1 can tel)
you tbat if Indian Companies care
have foreign Hull Lusiness they can have
it for the asking without having to re-
ciprocate with Indian Hull business. 1
may tell you that my Company hasx negli-
gible percentage of Indian Hull busiyess
and yet 1 have a sizable volume of Worid
Hull business. As a decisive answer o
the worth-whileness of (he reciprocity
promised by certain Companies to the
benefit of the Pool I would ask them what
profit have they made of 1hia reciprocity
for their own Companies? I do not think

(¢

‘that Indian Insurance cap go out for Hall
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reciprocity either ow the scale in which
it is asked to launch or on the backs on
which it is promised to be carried. It is
a dangerous field and if you are not in-
dividually equipped to launch on ft stay
back rather than allow yourself to be
carried blindfold on the backs of others.
After all roi:iprocity is not confined to
Hull business alone, 1t applies to a grea-
ter extent to Fire business where recipro-
city will be more paying. 1f the motive
to obtain reciprocity for the benefit of
the Pool is altruistfc and to save foreign
exchange why is not atiention given to
Fire business ? Apart from the bonafides
of these claims ff the ladian Pool does
not confine itrelf to handling on behalf of
Indian Companies Government business
alone but spreads its acti_vities to procur-
ing reciprocity from foreign fields we
will be developing the Pool into a pucca
Insurance Company which the Government
can take over as a nucieus for nationalis-
ation of Insurance in this country.

The latest*'step towards prograss of
Indian Insurance iz the attempt to ferm.

Groups to haundle certain business. I
readily agree that wotking fa Groups to
handle certain high values is laudable as
it obviates competition aund also serves
to absorb the high values without much
inconvenience to the Insured. Such
Groups are mainly to serve the Insured.
But the way in which Groups are sought
to be formed in this comatry at present is
entirely different from formation of
Groups in other countriex much more ad-
vanced in the field of ia~urance 1han ours.
If my knowledge of workings of groups
jn other couniries is correct i ~is the
coming togpther of fnopmy Cumpa.lles

N e
equal kuowledge 0 ft ?3 happenl;
the matter of ithe Group husiness and
without any member of tie Group being

as according to me Insurance is a menag'o
of co-operation. This message of co-
operation for the benefit uf socfety we
are carrying oun in the most nun-co-ope-
ative spirit. In our eforts to improve
the position, each one has been voicing
the fault in others and rushing to the
Government with horrid stories about
Indian losurance, Itis time that every-
one of us stood before a mirror and had
a look at his owan face. We must asa
body launch on a moral rearmament.
Leading Indian Ilnsurance Companies
must develop a certain philosophy. They
bave certain duty to perform by letting
others also to live, The bigger compa-
pies cannot say that on their own merits

sthey. hawncwq, for a hlgg;r share of

the cakeapd l\httn.;;ihey have a rightto
grow from sh’engﬁh& to strength irres-
pective of what the ‘results thereof are
vis-a-vis. the smaller* ones. 1f this
philosophy is not developed‘l warn that
the bigger companies wil] be laying the
foundation for theicr own extinction. In
the modern world Governments are mov-
ing towards egalitarian principles. There-
fore if Insurance-in this country is con-
ceuntrated in the hands of a few big com-
panies the task of the Government in
nationalising the industry will be made

. easio[.wxded of course by xhn cry of the
. smajhr companies v?boﬂh ‘been forced
"to the wall. it is therefdte an urgent

necessity thal the "siggng Mkan honestly

‘ helpt to lesson’ gpé torden o! the weaker

tead of dsing his strenglh to poise
a heavy boulder to throw it on the wea&er

one and cn;:gl ghim under it. Sirength

sl \8 20
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by itself is not ati unmixed good; How 4t
i:slpsed ig wim‘t .gives i; distinction, ‘An
infant democracy is a fortile soil for the
growth of dictators‘hip. Ualess yomn are
vigilant and develop your individuality,
I can visualise in_the near futurq in the
World of Indian Insurance a personality
~with the tooth-brush mounstache and ex-

tended arm 1bumping the platform ina

bid for dittatorship under the camoufiage
of progress\yo}f Indian Insurance. 1t rais-
es before me the vision of a dictator ris-
ing in Germany in the 1930x under the
pretext of National Socialism.

{Presidential address delivered at lke 18th Amwmal
General Aeeting of The Indian Insurance Companies’
Association held recemily af Calcutta)

+ el MERPCANTILE BUILDINGS
g 9. LALLBAZAR. CALCUTTA

'] Madras Office: 334, Thambu Chetty Street, MADRAS
‘Mathurai Branch: Post Box No. 121, 271. Goods Shed St, MATHURAI.

"A symposium o the ‘minimum; Avérage and Maximum
Blood Pressure in Bengalee Adults

Bv B. B. DOTTO,
Chief Medical Officer nf the Police Co-operative Life
Insurance Society, Lrd., Calcutia.
(Continued from March, 1954 Issue)

TABLE No. 1

Table showing average Blood Pressure
mean of 10,500 Bengali Adults worked
out according to different age groups.

i

OO0 0.00 H @ @

w= = wa=l wy =

AgoGroup| NUmPer | 432 | 333 582
Years Entrants prelcas fé?j

<wmjfnm1< X

S ‘
18— 19 } 720 | 115.7, 74.2 | 41.3

20 24 | 1,375 | 117.6, 76.1 | 41.5
2520 | 2,025 | 119.2]| 77.0 | 42.2
30-34 | 1,750 [122.5' 70.4 | 43.1

35 -39 | 1,635 | 124.9

40—44 | 1,030 | 127.8] 83.¢4 | 44.4

45 -49 740 129.3| 84.0 | 45.3

50- 5+ | 515 [131.9] 86.2  45.7

55 —59 420 ' 133.51 87.5 460

60 and | 590 ' 146.4]| 8].8 47.6

oyer ; . |
Total T

Futrants 10,500

Average Systolic, Diastolic and Pulse
Pressures are 125°'8, 81°7 and 44°'] mw.

Hg. respectiyely, irrespective of age.

The writer has worked out the average
Blond Pressure Tables for Gurkhas, Garh-
walis, U.P. and M.P. Hindus, Beharis,
Muslims, Madras and Bombay Hindus,
Pusjabees, Orvivas, Ascamese and Anglo-

lqdi;ns. It appeurs that the average
Blood Pressvres of the Bengalee Adults
are slightly higher than the avarage
Bluod Pressures of the Indians of other
States. This is perhaps due to their in-
tellectually fertile brain, the stress and
strain of business life, over indulgence of
food, specially protein, on exercise,
keeping of late hours, use of undue mental
efforts, matrimonial worries, existence
of overwork, and the excessive use of tea,
tobacco and cofiee. A table showing the
average Systolic, Diastolic and Pulse
Pressures of different Indian nationalities
has been worked out by the writer from
his i)arson:ll experience and is reproduced
below.

M:. B. B. DOTTO"

27 —
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TABLE No. I
Table of comparative systolic, diastolic and pulse pressures
(Means af difterent races in 25,952 Indians)
. N?mber of Average Average Average
Races. Entrants Sysxtolic Diastolic Pulse
Irrespective Pressure. Pressure. Pressure.
of Age ' .
1. Bengalees 10,500 125.8 81.7 44.1
11, Bebaris 4,000 122.8 79.1 43.7
I11. Gaurkhas 4,000 121.4 79.7 41.7
I\‘I’. g{aﬂ;yalis . 2,500 121.,7 80.2 41.5
. uslims . 2,500 .
V1. Anglo-Indians 1251 81.0 -
Rajputs, Pun-
jabees, Oriyas,
etc. -*1 500 :
Vil. U.P. & M.P. 1282 82.0 42
" Hindus 1,500
VII1. Madras Hindus 1:200 :gf; :;3 :3: :
IX. . Bambay Hindus . 182 122.0 79.9 42.1

Total entrants 28,452, less 2,500 Musiims who are incloded in items No. 1, 1I and VI
above, thereby making the total entrants 25,952.

*Actual figures are as under:

I. Panjabees 423

I1.  Assamese 320

111,  Oriyas 303

1V. Anglo-Indians 267

s V. Rajputs <7 148
' «: VL Chluos.e 42

- Hindus, Mms ‘apd Bombay Hindus
_entrants for the above investigation. He
‘had to depend mostly upon the genérosity

v

Total 1,500

of UP. and'M.P, Hindus, Madras Hindus

 and Bombay Hindus, residing in Calcutta

and xuburbs in connection with service or
business to fulfil hisambition. The writer
is grateful to these gentlemen for their
kind and valued co-operation in the in-
terest of the statistical studies.

The writer has after a Herculean labour

~ prepared a Table showing the Minimum

Average and Maximum Systolic, Diaxtolic
and Pulse Pressure Ranges of 10,500 Ben-
galee Adults which is reproduced below.
This table is the first of 1ts kind for
Bengalee Adults and should be of great

May 1954)

help to the medical practitioners and life
assurance companiss, The first research
worker to prepare a similar Table for
Indians, based ou 10,000 eatrants in 1950
which was the first of its kind in. India
and so far the extensive studies of the
writer go, he is not aware of any such
comprehensive Table prepared with British
experience. The present Table and the
Table referred to hereinbefore are more
comprehensive thao the one compiled
by the American Institute of Medicine of
New York; as they contain minimam,
average and maximum palse pressure ranges.

The figures on either side of the average
column represent the extras—minus or
plus—within which a subject may be con-
sidered normal for life assurance accept-
ance, if the relative pulse pressure is
maintained. It is well-known that nor-
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mal Blood Pressure, therefore, does not
require the applicanf to come exactly
within the average figures. but it should
cowe within certain extremes of- Systolic
and Diastolic readings, while maintaining
a relative Pulse Pressure. Generally
speaking, as has long been pointed out by
Dr. Francis Asbiey Faugbt, M.D., the
Systolic, Diastolic and Palse Pressures
should approximate the relationship of
3: 2: 1, i.e. Systolic 120, Diastolic 80 and
Palse Pressure 40, although slight varia-
tions from these are, however, compatible
with the normally functioning cardio-
vascular-renal system. It may be stated
that the maximum Systolic, Diastolic and
Pulse Pressures given in the Table should
be the maximum figures for life assurance
acceptance and no further allowance
should be permitted under ordinary cir-
cumstances. ’

[ TABLE No, 111

Table showing minimum, average and maximum systolic, diastolic and pulse pressures
in 10,500 Bengalee adults in different age groups.

Age Group SYSTOLIC
Years RANGE

* DIASTOLIC -
RANGE RANGE

PULSE PRESSURE

Minimum Average Maximum Minimum Average Maximum Minimum Average Maximum

18—19 104.5 115.7 1258 69.2
20—24 105.7 117.6 1279 70.4
25--29 107°0 119.2 1310 71.4
30—~34 100.6 122.6 1338 72.6
35-39 112.4 124.9 1367 73.8
40—44 114.3 127.8 1382 75.1
45—49 117.2 120.3 1403  77.0
50—54 120.6 131.9 1430 78.5
55—59 121.5 133.5 1448 79.2
60 and over122.9  136.4 145.6 80.4

74.2 82.4 35.3 41.5 43.4
76.1 83.2 35.3 415 44.7
77.0 85.6 . 35.6 42.2 454
79.4 87.0 37.0 43.1 46 8
81.2 88.1 38.6 43.7 48.6

83.4 89.2 39.2 44.4 490
840 90.2 40.2 45.3 501
86.2 91.3 42.1 45.7 517
875 92.0 423 460 528
88.8 92.3 42.5 47.6 533

Minimum Systolic, Diastolic and Pulse Pressures are 113.5, 74.7 and 38..8 mm Hg.
respectively irrespective of age

) Average Systolic, Diastolic and Pulse Pressures are 1258, 81.7 and 44,1 mm, Hg
respectively irrespective of age

Maximum Systolic, Diastolxc and Pulse Pressures are 136.2, 87,9 and 483 mm. Hg.
respectively irrespective of age
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" The guif of difference from the stand-point
of life assurance and genera) pracritioner
has been very pileasantiy explained dby Dr,
Brandreth Symonds, M.D, a well-known
American authorlity on Blood Pressure,
which is geoted below: ’

‘V:,‘fl"tobahlyv life insurance and genmeral
medicine will never regard hlood pressme
in the same light. Life Insurance sees
only people who are healthy or ai least
think they are.’ Even the highest systolic
pressure of fat, elderly people is helow
140 mm_ on the average, if they are
" acceptable tn life insurance. Thir also
means that pi'acticall y a8 many as below
140 mm. as above 140 mm. nearly all are
below 150 mm. General medicine, on the
other band, sees only those who feel that
they are sick. Ir their illness it due to
blood pressure, it is usually high, fre-
quently as high as 200 mm. or more,
General medicine knows that these high

pressures will come down to 170 or 180

mm. by {i'ppmpriaté" treatment and many
of them live for years. Butmedicinedoes
mot realize that a small iacrease in the
namber of deaths per year means a greal
" difference to life insurance. At 480 50 we
only expett 14 to die in the f.onowing
year out of 1,000 living, and we cal} that
100 per cent. mormlty. 1f 28 die, ogr
mortality jumps up to 200 per cent, At
age 60, if the nvmber of death among
1,000 living increases from 26 to 40, the
mortality increases to i50 per cent. 1f 3
practitioner sbould see 1,000 patignts
with high blood pressure at age wixty and
bet with himself that 974 would survive
the year, and only 960 did *survive, he
would uot feel downcas!. In fact, he
would probably point to the record with
pride and boast of bis abllity for prog-
nosis. But life insurance wonld have 1o

- affe¢tions,

. 31st December,
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tel? him tbat his mortality was 150 per
cent. in that group, and a medical direc.
tor who never made a hetter guess than
that would not keep his position for Yong.
General medicine woul look’complacently
at‘ the Mviang, bat life insurance wonld
ruefulty regard the dead, for 40 claims

would have 10 he pald instead of 26
expected.’’

1t is a matier of regret that the majority
of indian and Pakistap Life Assurance
Companies do not appear to have given the
vital question of Blood Pressure estima-
tiops, the seriogs consideration it deser~
ver. Itis very strongly recommended 1hay
Blooa Pressure readings shouid Le (aken
and recorded in all persons proposing o
insure their 1)ves irrespeciive of the age
and sam proposed. This simple proce-
dure would ETOR\Y reduce 1he premaiure
death claim;, by bringing to Yight coa-
coaled risks, duelo cardio-vascular-renal
From the moraii ty experience
of 20. firet claes Indian Life Assurance
Companies for the quinquennium endfng
1951, collected by the
writer, §i has bhep demonstrated that the
death rate from arteria) Hypertension and
cardio~vasculer-rens) disesses were parti-
cwlarly bigh and on the constant increase.
According 10 Awerican axperience the de-
generative diseases of the cardia-vascular
Bystem and associateg disorders account for
about half the deaths a1 all ages and fur

higher proportion after
Medicine, Vo),

a
45 (Pust Graduate
X, No. 5, Novembey 1951).

Standard Biood Preszare Tables, thongh
handy for reference are bard 10 memorize.
Hencey yhonever One Comes ncr;;u a ca’”
in which the Blood Pressure is other than
the average, {t {, highly desirable to
apply some easy formula 10 determine
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what is approximately the hormal pressure practitionera and Life Apsyrance Con;pp-

for the given age. In England and
America there are several such formula in
vogue, but in India and Pakistan there is
no rough and ready formala. Indian and
Pakistani medical practitioners used to
follow the formuta of Sir Hampbrey
Rotteston, Bart, ¢.c.v.0., D.sc., M.D,
F.R,C.P., i.0. the maximom Systolic pres-
sure of a pers'nn may he obtained by add-
ing 100 to the age, and the Diastolic
pressure may be taken as 2/3 of the Systo-
lic (Lancet, 10th March, 1923). Uafor-
tunately the formula of Sir Humphrey is
erroneous and so inapplicable particularly
in case of Indians and Pakistanis.

} In 1941.,@0 writer with much diffiden-
ce suggested, through the medium of

different Insupance Journals and Periodi-

cals to- the members of the medical and
actuarial professions that a clese appro-

.ximation to the Systolic Pressure can be
had by taking for each instance (age 20

to 60) the basic figure of 108, and adding
balf the age of the party, fractions’ being
ignored. Diastolic Pressures can be oh-
tained by taking the basic figure of 76
(age 20 to 60 years) and adding one-fifth
of the age. These theoretical figures of
the writer compare very favourably with
his practical tables and also with those of
Oriental Life Assurance Company. Drs.
Brandreth Symonds, John W. Fisher,
F. A. Faught, L. F. Mackeuzie, Oscar H.
Rogers, Arthur Hunter, | F. Halls-Datly,
Harry P, Woley and Mr: Lewis P. Orr,
American experience, also collahorate the
figures of the Theoretical Table of the
writer, which is reproduced below., The
formulae of the writer have attained ex-
treme popularity during the last decade
and are extensively used by the medical

nies in India and Pakistan. .,

TABLE No. IV

B. B. DOTTO’S Theorstical Table
showing average Blood Pressure for
Indians at various ages,

Average Average Averag;
Age: Years Systofic Diastolic. . Pulse .
Pressure Preszure Pressure

20 118 . 80 38
25 120 81 -39
30 123 " B2 41
35 125 83 42
40 128 R4 44
45 130 85 45
50 133 86 47
35 135 . 87 48
60 138 - 88 50

- p .-

Average Theoretical Systotic, Diastolic
and Pulse Pressures in Indians are 127.7,
84.0 and 43.7 mm. Hg. respectively,

) i:respeptive of the age.

1t would certainly bave beem more.in-
teresting to go further into the details. of
Blgod Pressure, bhut thé growisg size of
the article, and the writer may frankly
confess, insufficiency of his knowledge
prevent it.  They are, however, of great
importance to the Life Assurance lndustry
and general practitioners and itis sincers.
1y hoped that more experienced and quali-
fied workers will come forward and relay
the benefit of their valued experience.

In conclusion, the writer owes a deep
sense of gratitude to Mesrsrs, W, A. Baum
Co. Inc. of New York, the Manufacturers
of the world-famous life-time Baumano-
meters since 1916, for their kindness in
presenting him with several instruments
of different models, many arm-bands of
various types, several cuffs for recordiug
the Blood Pressure in children and many
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spsre parts and compounents. Gratefal
thanks are due to Mr. B. M. Hanafin, the
worthy President of the-aforexaid Com-
pany for his generous co-operation with-
out which it would have heen greatly
difficult for the wriier to carry out hix in-
vestigations successfully and well. The
writer is also indebted to the Manufactu-
rers who placed Aneroid and other Mer-
carial manometers at his disposal, but
sincérely regrets his inablility to recom-
mend them for accurate and hard work.
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THE ANDHRA
INSURANCE CO., LTD.
Head Office: MASULIPATAM.
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ANDHRA marches forward with a
sound and steady record.

Total Business in force about Rs. Tem Croves
Total Assots exceed w Twe .,
Total Annual Income abost « Sixty Lacs
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Bezwada, Rajahmundry, Guntur, J amshed.
pur, Calcutta, Visakhapatuam, Dibrugarh,
Muzuffarpur, Allahabad, Etec.

THE

STERLING GENFRAL

INSURANCE CO., LTD.,
(Head Office: NEW DELMI.)

Contiolling Office For South India & Caeylon:
Ne. 10 Linghi Chetty Strest, G.T. Madras 1,

Paid-up Capital: Rs. 12,80,000

Transacts:
LIFE. FIRE, MARINE, MOTOR, WO
RK-
MEN'S OOMP!NSATION AVIAT!O:

FIDELITY GUARANTEE, ALL RISKS ETC

Branches in South India ay:

COCHIN, COIMBATORE, BANGA
MANGALORE MADURA, KUMDAKOL::':
MADRAS, VIJAVAVIADA. AND cOLOMBO.

The Leading Aviation Insurance Company of

India.
Apply for particulars to:

K. S. RAMAMURTHI, M.A.,
Deputy General Manager.

i ¢ to the Editor
fDear Sir, '
Reduction in the Premium Rates.

After the reduction in the Premiom
‘Rates, it is found in the insnraPce field
‘that the field-workers, from the Branch
socrotatlel to the ordinary Agents of very
‘many Companuies, are indulging in persua-
ding the existing policy-holders to con-
vert their old policies and especially those
“which were taken within a period of 3 or
4 yeoars lntqg{_.w b opes and in lieu of
them to take up new pom:ios with them, -
with a view to record New Bhsivess Pro-
curation to their credit in- t.he Books of
the Companies. . Aluadgm apparently
substantial New Business has been written
by the workers of a few leading Com-
panies during the months of March and
April 1954 in this way. I faiito under-
stand whether this sort.of procuration of
New anin‘eﬁ is really a New Business
worth its name and will materially help
the Companies inany way. :Can any new
Business the procuration of which will
definitely redsy qp the ~ already existing
business of th Compaﬂes be called as
Now Business {n the real sense of the term?
Already 8 ‘large percentage of the old
policies is going out of the Companies’
Books each year as is perceivable from
the lnsurance Year Book publsihed by the
Government of India, when it is so, if
the Policy-holders are particularly per-
suaded to discontinue their old Policies,
it is needless to say the position of the
old business will only be ‘‘from the frying
pan to the fire’".

Ieis a well-known fact that the Life
Compan{os will be able to build up the
Policy Reserve Values only with the help
of the old Policies in force and that too
y as the Policies grow older and older

‘

onl
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‘in age. Is it not important that tho

:Policy Reserve Values should be built up
as much as possible in the larger interest

'of all the Policy-holders io gemeral. |

It is a matier for yegret that no Insar-
ance; Company :has; 3o 'f’r ;thm W*
through Circulars announced to thefr
workers or Poticy-holders that the ' Polir
cies which-wera issued paior o 1the sre-

duction in.the Premium Rages ywily bave

special consideration in -the apatter of

iBonus Declaraticun. Secb:an announce~

ments, will definitely dissuade th{e policy;-
holders from discontinuing their olfl
‘policies It is difficalt to understand
as to why the Compames have not alreadfv

made necessary. dnnouncements to this

effect while they :always exhort their
Policy-holders to continue their old
Policies

> »

It is highly distressing to the lo; al anﬂ
conscientious field-workers 10 see thp

‘present ugly state of affairs obtaining inthe

field, which veally affects the Companies
in mapy, ways and more particularly in (1)
the maihhnhnce of “the old ‘palicies in
force (2} building up of the: poligy reserve
values and (3) Expense Ratio,

So, it is high time that ail ‘the Com~.
panies who have recently effected reduc-

‘tion in the Premium Rates come forward

to announce in unequivocal language that
the Policies efltacted prior to the recent
reduction in the Premium Rates will be
allowed higher rate of bonus in the ensu~
ing as well as subsequent valuations;
otherwise, failure to make a similar an-
nouncement should he treated only as an
indirect invitation to the old Policy-bol-
ders to convert the old policies into paid-
up ones and to take up mew policies
instead. e

Karaikudi. G. VAIDYANATHAN,
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BRANCHES IN SOUTH INDIA
Aleppy, Bazwada, Banglors, Madra
Madurs, Mangalore & Secundrabag

GENERAL MANAGER
PU Patel 8, A, B, Com (Lond )

kB 2t ot 1stpe,

News

Lucknow Iasetnice Olub

Spnkiné at the Annual Goneral Meeting of
the Luckaow Insurance Clab om April 30,
195¢ Dr. Radhakamal Mukherjse of the
Lucknow University remarked that in the
new set up, the business and pattern of
insurance should change according to the
satge of econonf¢ development and the
new moral outlook of the individual and

the social group.

He added: “‘With the jmprovement of
of agricultural security due to the vast
river-valley and other isrigation projects
and the development of intensive agricul-
ture, crop and cattle insurance should
develop in India as in America, built
upon the scientific foundations of agri-
cultural statistics,

According to Dr. Mukberjee, Secial
insurance movement sponsored by the
State should not be regarded as a rival:
ou the other haad it should be backed by
the major insuramce compaunies throuegh
group health insurance of employees,
Since the workmen’s compensation has be-
come practically universal, group insur-
ance should cover {llness as well as disa-
bility from fadustrial and non-industyial
accidents., Group insorance was rela-
tively cheap and would offer facilities of
insurance now clesed to workers, and at
the same time reduce labour turnover and
{ncrease the efficiency, loyalty and con-
tentment of labour,

In conclusion Dr. Mukherjee said that
the introduction of social security in the

‘country.anw demanded a radical transfor-
mation of ibe indtviduatistic concepts and
policies characteristic of Indign i'nawme
of the nineteenth century..

Mr. C. D. Johri who pruldod over tho
function pleaded for re-orientation of the
profession of insurance.

Mr. M. R. Sen, Genera) 'S’écretary of the
Club read the annualLréport and stated
inter alia that inswance salesmanship
was both a science and art. He added
““Insarance it for. ome who is hoth
dashing and delightful and for one who
while being a finished diplomal is also
a stickler. for iruth.’’

The U. P. Insurance Fieldworkers
Association.

The Annual General Meeting of the U.P,
Insurance Fieldworkers Association was
held on the 3rd May 1954. The follow-
ing resolutions were passed:

1. While appreciating the recent re-
ductionsin premiumrates this association,
however, registers its strong protest
against the frequent atiempts of the In-
surers to formulate tables in which agency
commission is reduced. This assaciation
greatly resents these steps of the Insurers
and requests the Controlier to intervene
and make such moves of the Insurers
impossible in foture,

2. Rerolved that steps be taken to form
district fieldworkers organisations at least
in important towns aad affiliate to the
parent organisation.
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3. Resolved that steps be taken to seek
representation of the fieldworkers on the

The Indisa Life Assurance Ofioes
Association, Bombay.

Insarance Councils of The Insurapegy: «# Life Assurance Examinations

Association of India.

“4. The Executive Co-mitm shosld
take steps to request Government to so
‘modify Sectiow 44 (2) of Inswrance Act
to enabls the agent to nominate some per-
son who will receive the remewal com-
mision in the event of the death of the
agent. ’

The following were elected Office-
bearers for 1954-55

President; ;
Mr. S. K. Mathur (Bombay Matual)

Vine-Preaideri!s:

Mr. K. K. Banerjeo (Hindusthan)
Mr. K. N, Sethi (National)

@enernl Becy:
" Mr. P. D Singh (Oriental)

Joint Secretaries:
Mc. J. A. De’souza ( Premier)
Mr. Dass, (Lakshmi)

Propaganida Secy:
Mr. M R, Sen

"l‘rmsurrr:
P. N. Tandop (Hindusthan)

Committee Members:

Mr.R. L Singh (Bombay Mutuaal) Mr,
Har Bans singh Pukhela (Bharat) Mr. B, C.
Bhatacharjee {Hindu Mutual) and twelve
otbers to be nominated by the executive
committes to ensuore wide representation
at the districts.

February 1964.
PART 1.

96 condidates sent thelr applications,
87 actually appeared, out of whom the
following 34 candidates are declared
successful.

Roll No. Name

3 . F, M. Bauiwala.
4 B. S. Borkar,
13 K.Y. Khamhekat
19 N, K. Pathare,
20 1. T, Patit
21 F.J. Po.
22 P. C. Poojari,
.24 S, M, Saindane,
31 S, B, Acharya,
32 V. L. Chaphekar
36 V. G. Deo.
42 S, 8. Gokhale.
44 K, J. Kalgaonkar,
46 M. V., Kolhatkar.
49 S. S. Plagle.
5t B. S. Vaishampayan.
54 M. Duraisamy,
56 R, S, Krishnamoortby,
57 P. V. Krixhnamurthy,
60 V. Nagaraja lyer.
62 S. V. Padmanabhaa.
64 8. R. Rajagopalan.
65 K. Rajan.
68 N. G. R. Shenoi.
71 C. Subramaniam.
73 V. Subramanyam,
4 R. Thirovengadaswamy.
75 V. Thyagarajan.
76 G. Vaidyanathan.
83 L. R, Aggarwal.
85 . G. L, Mehta.
89 N. R. Duttamajumdar.
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s 93‘ E N- >Ni Mll'tl'a. i
94 A. Mukherjee.

_The following 2 candidates secure ex-
emptions from Papers mentioned against
their names.

Rofl Mo. Name. Paper.
10 K. N, Kapadia. 1
12 P. A. Ketkar. 1

Roll No. 93, N. N. Mitra from Calcutta
centre, has been awarded the prize of Rs.
100/- announced by the Association for
Part I, :

PART 11,

18 candidates sent their applications,
14 actually appeared, out of whom the
following. 1 candidate is declared
successful.

Roli No. Name.
7 D. N. Phansalkar.

The following 2 candidates secure ex-
emptions from Papers mentioned against
their names.

Roll No. Name. Paper.
8 R. S. Walimbe. i
18 V. Lakshmayya. A2

No candidate is eligible for the prize
announced for Part 11,

PART IIL.
9 candidates seut their- applications, 7

actually appeared, out of whom the follo~
wing 1 candidate is declared successful.

Roll No. Name.

2 D, K. Limaye.

The following 2 candidates secure
exemptions from Papers mentioned against
their names.

7
Roll No. == Name. ., - . . -1
4 T. V. Balasubramaniam. IX
9 ~N. C. Roy. L X

No Candidate is eligible for the prize
announced for Part 111,

Insurance Co. Shares
Provigion in Act Challenged

Two writ petitions, questioning the
validity of Section 6-A (7 and 8) of the
Insurance Act, 1938 and Rule 17-B of the
Insurance Rules, governing the question
of the holding of shares, were admitted
in the Madras High Court by His Lord-
ship, Mr, Justice Rajagopala-Iyengar,
recently,

These provisions of the Insurance Act
lay down that no single person shall hold
more than 10 per cent of the shares in
any insurance company and also that he-
yond a particalar date fixed by the Act,
such excess holdings shall vest in the
Administrator-General, who is authorised
to deal with the said shares and dispose
of the sale proceeds in such manner as he
deems fit.

The petitinners were Mr, S Parthasara-
thi and Mr. Ramnatb Goenka, shareholders
of the Prithvi Insurance Company Limited.
They contended that ihe provisions of
Section 6-A, authorising vesting of ex-
cess shares in the Adwinistrator.General
without providing for compensation being
paid 10 the concerned shareholder, was
opposed to Article 19 (1-F) and Ariicle 31
of the Constitution of Iadia,

His Lordship after admitting the peti-
tions, granted interim stay on the order,
vesting of the shares of the company f{a
the Administrator-General, as contendsd,
and ordered notice to the respondeat,



Iasurance Association of India
Election of Madras Regional Council
In the last election recently held at

Madras, the following gentlemen have
been daly elected mombers of the Madras
Regional Couancil and its three Com-
mittees for the year 1954-55

Regional Couneil
Mosars, T.S. Mathuswami, N. Rama
Rau, 8. Ramachar, G. Vanugopal, B. S,
Badradri, E. F, G, Hunter, and C, N. Reed,

Fire Oommittee
Messrs. T. S, Muthuswami, P. J. Mathai,
- K, S. Ramamaurthi, G. Vehugopal. E F, G,
Hunter, G. B, Perkins and S, Viswanathan,

Marine Committee.

Messrs. J. V. Bradfield, V. S. Kanagh-
sabai, J. Mathai, A. M. Soundararajan,
G, B. Perkins, G. B, Veeraswami and
T. J. H, Walden.

... Miscellaneous Committee

Messrs. S. R. Mandlam, K. S. Rama-
maorthi, N. Sattayappan, H. Venkoba Ran,
E. F, G. Hunter, C, N, Reed and G. B,
Veeraswami.

In the Regional Council and in each
of the Commitiees, the first four are
Representatives of Ordinary Members and
the last thres of Associate Members.

Weddings ‘

Marriage of Sow, K. Nirmala, BA.,
Grand-daughter of R. B. Mithan Lali,
Founder-Director, General Assce. Socjety
Ltd. and daughter of Shri S, D. Bbargava,
B.Sc., LL.B., Secretary. General Assur-
ance Society Ltd., Ajmer, & Magistrate
First Class, was celebrated at Ajmer, with
Pilot Officer Chiranjiv Jagdish Prasad,
B.Sc., (Hons ), 1.LAF, son of Dr. Raghu.
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bir Pragld, Dy. Director "of Health,
Madhya Bharat, on the 213t Aprll 1954,
Several distinguished geests inclading
Shri Mukat Bebari Lal, M.P, Sir Seth
Bhag Chand Soni, Seth Sobhagmal Lodha,
Sbri N. K, Gupta, D.L.G. Police, and

others werd present at the Reception and
at Home, /

:I‘ho occasion was marked with great
rejoicing and eclat, My, Bhargava's re-

sidence was tastefully decorated and
illuminated.

L ] ®
Shri"L, V. Rao, Editor, **Insarance
Forum celebrated the marriage of his

daughter Sow, Shalini with Chi, Ram

;Iohan on Suvnday.'tho 25th April 1954 at
ombay.  Many distinguished persons

atteaded the fanction and blessed the
bridal paiy,

IFr . ,
= You wish to atiain soonomic freedom,

» You wish to take your place in one of:
th:\ progressive organisations,

You wish to bave Perpetual & Friend- ‘
Iy relatiomhip,
- You wish to associate yourself with a

_(IJompqny_ having a complete lins of
l:uuunoo contracts in Life, Fire,
otor and Miscellaneous insurance.

THEN Contactr-

THE HINDUSTHAN TDEAL |

lm‘rmce ccl’ Ltd"
{Incorporated in Indin in 1935)

General Manager: S. RAMACHAR -

Mav. 1084)

Mr. N. D. Naik appointed Manager.

We are glad to veport that Mr. N. D.
Naik who bad .been for years with the
Vikram General Assurance, Lid., Bombay,
has been promoted 1o be the Manager of
the Company. Among those who have
recently joined the Directorate of the
Company are H. H. Shrimant Vijayasinh-
rao Ramtao Damale, M.L A, Rajasabeb of
Jath, Mr. B, K. Dalvi, BA., LLB.,
M.L.A., Retired District and Sessions
Judge, Beigaum and Mr. K.S. Daundkar,
M.A., LLB,, Advocate, Bombay. We
hope the Company will forge ahead

rapidly uader the care of Mr. Naik.

Mr. C. C. Mody '

The Jupiter General Insurance Co., Lid,,
Bombay has appointed Mr. C. C. Mody,
hitherto Branch Manager at Calcutta,
to act as Qeneral Manager at the Head
Office, = ’

Mr. M. Rama Rso.

Mr. M., Rama Rao, hitherto Divisional
Manager at Madras, bas been transferred
to Vijayawada in a similar capacity by the
General Assurance Society, Ltd., Ajmer.

A new Association.

An Associatign called ‘‘Panjab Insur-
ance Association’’ has been recently for-
med at Julluadhur to promote the interests
of Insurance business in all its aspects.
The office-bearers are as follows:-

President: Mr, P. C. Duggal (New Zeal-
and); Vice-President: Mr. Tirath Raj
Singh (Bharat); General Secretary: Mr.
Hans Raj Wadhwan (Bombay Mutual)
Secretary: Mr. Kirpal Singh Bhondi (Wes.
tern India); Treasurer; Mr. Moti Ram

Gupta (New Asiatic)
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Mr. Gandu Ran; laspactor was given a
farewell party by the igquta of *Ortfental”’
at Nellore on 11.4. 1954 on the occasion
of his transfer 10 Madras. Mz, Rao fg a
keen Rotarian and he attended the Dis-
trict Conference of the 'Rotaty laterna-
tional held at Aurangabad in January lé;t.

Deepak General Insurance Go, Ltd..

We understand that the *‘Deepak Gene-
rai’’ has receatly purchased an excellent
Building at Colaba, Bombay, The buil-
ding, besides its investment value, will
afford increasing popnlarity to the Com-
pany. '

Sentinel Assnrancf Co., Ltd.,

becomes subsidiary tq the “'Jayabaharat’’.

It isveported that the Sentinel Assurance
Co, Ltd., Bombay, will shortly bescome g

-subsidiary concern to the Jayabharat In.

surance Co., Ltd., which will hold a
majority share of the Company., The
General Manager of the ‘‘Sentinel’’ {s also’
reported to have resigned his post,

Insuranceman becomes Mayor.

It iz with pleasure we announce that Shri

Dayabhai V. Patel has been elected as the

Mayor of Bombay. Mr, Patelis a Director
of ““Oriental’’ and he had held with dis-
tinctlon for a long time the post of
Agency Manager of the Company, A
party was given by the staff of the
Oriental to honour Mr. Patel.

National Insurance Oo, Ltd.,

We are glad to announce that Mr. S,
Sundaram, n.A.,r.C.1.1., who was hither to
working under the Madras Branch of the
National lnsurance Co., Lid,, bas been
promoted to be the Sub-Branch Secretary
of the Company at Trivandrum. We wish
Mr. Sundaram all success in his new res-
ponsible assignment.



40

Polics o-operwlive ‘Lite Tnsiirange 1
Y | Pleasant Function g

-2
" Mr. B. B. Dotto, S&crdiary, Police Co- 3
operative ‘Life Insurance Society, I,\d},‘; |
Ca\cnua,gav; a Coffee Party at” his Office 4

premises on Saturday, the 8th May, 1984
at 3-30 .M. 1o meet Mr, S. L. Roy » XA,
‘he s Well-kuown = lnsuragce “Eascullye.
Prominant AMONEIL \hose present were My
. K. Sen, w.sc, ACoraa., ¥yl

Consulting Actoary, My,

- MLA., Secretary, East lndi
Mr. Ashutosh Banerjea,
Herald, My. s. C. Chatt
¥.C.L.1., Secretary, Easterp Mutual Ingq,.
ance Co., Mr. Sykumar ‘Labtri, Editor,
Insarance Underwriter, Mr. ‘Benoy Bhusay
Bose, Edftor, Jeebon Beema,
Chandra Roy Choway

b Mntual Insusance Co,

» AL,
A. C. Niyogi,
a losurance Co.,
Editor, lusurance

°tj°°' M.A,, LI, B.,

Mr. Manmatha Nath " Ghayay was aj
atteation to the guests, ' ' 0 o !
“Staff O'rijaniéer on Thuy

Mr. Kemaresh ‘Chandya. .
Organizor,

.. bad pee

Ouseg i . - ‘"““mlona and bastish
. ; 1ad been 10 Mgy, ®% 96 Clogeq ¢ 3 F
POTe 01 an organizaiion tour and py,, fon . Lo Or thé day, G
turned to Hpad Quiir tery 0a .Munday; the o L4 ° 2
10th May, 1054, o Lote’)y,
. . e . i
v  regravgy . B- N. Jatan :
Kanpur Insurance Instituge, Kanpyy Baij’n,u,f f'cord the demb of Mr,
' v ) A promi L
At aad ¢y ' N Promingp, businessm
Insti . m’:”"&' of the Kaopur lnlnranc, rance . oh 28 of (he Genornl ‘Avsw~
ns ;ute :ld :n ;21%}1 May, 1054 in g Ho o 3°€ioty;!‘  ou Aprl] 28 1954
premises of the Nai{ona) Insurag: " co - 9
L, a condolence Tesolution w::c;oc‘:d !"dw.l»?‘i contrlbnt.:':: ovoral Induatrkes
on the passing away of the ooy bospi s, educy, ons ibot;tll)- to nmvl‘.\:
gentlemen: ~ S convey Boarifqyy oo o ns otc. We.
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St x??c"rz.n;mrﬁm
" (Chalrman: Unind I-dh)
“»» F.H, Mohta (Chairman: B1.G.)

2 B. N, Jalad (Chatrman: Guherat

i ,," T Assurance)

~» SR B°":(Mlnl&0t. Nauonal
Tndian)

RS Terigacite) Wemor ot ,
touh 3 nn\\’\\\.h. Y \be departed

Mencey vad
"Gnding, L Sbeerved anl

Th UR Kvox
six a::bn . pllbllc.“o. ia ptlcodk annss.
ana : ¥
Teview 1aq; ‘On:;.ﬂ 82 pablished in the

Pramroce B, Mepta

Tegre

3Urageq Com el al.angd Zonith In-
a4 A Plnh: of BO 'sw
Aptt& As 2 dary mbay on the 18th

"0, “averay ¢ °f TEPRCt 1o the decker

artfely SYmpathies to ‘b; )
mb.lfl of the deceased.

HERC

T

GRS P e

Passing awaysh :
the Britluh’l,‘.‘m(;:"' JoP. Chatrman of

mmmmxmtmsmxnuum:%
e RANCE €0, LTD. |
B AR AT lNSUR Estd : 1896. .g
MARCH o 1
SSIN FUND. ASSETS. %
NEW BUSWESC; e } %
YEAR m};\‘x\-‘ss ___,._? BR/ 92 27,16.187 %
‘:~ T T o ““'m 2%\6*‘% - 2\\% ‘5“ S‘l% %
1897 1,60 .50?0 19,11.\2% yan R > 0n 01 04 ‘
VoI socemor  AR3.89 oo asaes  2WOSE ]
A .- A\ - R N, :
1047 Yoronar 160780430 400 Neme  6.16.05.682
1031 aeedeman  seveloroor S 260 6,60,07,596
:gf") :.'8’;'85'957 22.05.96,451 5,83.37, 000
" '-'I.';)TAL CLAIMS PAID EXCEED Rs. 6,00;00.
New Business in 1953 Bxceeds Rs. 4.42 Crores.
K. L. GUPTA, M.A.,AC.LL,F.LA, F.F.A.,
g T General Manager.
k e
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dﬁ’upees Nine Hundred crores ~ that indeed is the valye
of the current foreign trade of India. On this the
shippers and importers in India are paying directly or
indirectly a marine insurance premium of not less th.ao
15 crores of rupees. Yet the gross earning from marine
pr-emium by the Indian and non-Indian underwriters in
India is no more than 2 and 1 crores of rupees a year.

President: LALA LAKSHMIPAT SINGHANIA

E
NATIONAL FIRE & GENEIT’IAL

CO0... LTD.
} !o%u"clnl Am;.uscsE STREET - CALCUTTA /

A J K. UNDERTAKING
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W o
Warden since its exis«b@Mas placed constau. “1g
i o iz opdary to quXlit} and safety.
The attainment §f sizp has beedl}nclggf y to qyflit)
hagy grown big in size, lusidess

However, the compa

h force bas now

»00,00,000

soared to the 1

spectucular growth 7f gRg
We are happy to step int(; the GREAT SUZE buf faithful adbierence.

to sound principles of Insurance Umlcr\\'rulng has brought us results

fir more precious thun size.

—THE ATTAINMENT OF STRENCTH--

OO

Business in Force . Rs. 7,00,00,000 THE

Income Rs.  40,00,000

Assets .. Rs. 1,60,00,000 INSURANCE ACT, 19
Claims Paid Rs.  55,00,000

(ACT IV OF 1938)
and

INSURANCE RULES, 1939

with all amendments up-to-date
‘Can be had from the

OFFICE OF -
The Indian Policy-holder.

49, Sarangapani Sannathi Street,
KUMBAKONAM.

In 1954 WARDEN and its friendly group of lnheurance Companies have planned
extensive development of its Business on a nation wide scale and persons  with

exoerience will find it to their advantage to investigate regarding the lucrative
opportunities available as District Managers, Superintendents or Chief Agents in
various cities and towns cf India,
WARDEN'S FRIENDLY GROUP OF INSURANCE COMPANIES
. London Guaraatee & Accident Co., ..
2. World Marine & Ceneral Insce. Co.. Ltd.
3. Union Marine & General Insce. Co., Ltd.

PURLISHED BY:
R, RAGHUPATHY,

(£DITOR: INnDIAN POLICY-HOLDER)

OFFICE

Price per Copy
Insurance Act & Rules
Combined Volume Rs. 2/8
Insurance Act Rs. 2/-
Insurance Rules. Re. 1/-
(Postage extra.)

WARDEN INSURANCE COMPANY, LTD

“WARDEN HOUSE"
Sir Phirozshah Mehta Road, Fort, Bombay.
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Lite Insurance Company, Limited.

Head Office: MADRAS
(ESTD. 1934)

BUSINESS IN FORCE
ason 31—12—-1953

Exceeds Rs. 3 Crores 25 Lakhs.

EXCELLENT VALUATION RESULTS

Valuation made for the Triennium ended
31—12—1953 on very stringent bases:

BONUS TO POLICY HOLDERS :

BS. 12~ per thousand per .annum on Whole-Life with-
profit Polices; &

Rs. 10.

per thousand per annum on Endowment with.
profit Policies.

These satisfactory results reflect the great care exercised
by the Company in regard to selection of lives for insurance,
its prudent investment policy and its economical management.

THE NEW GUARDIAN OF INDIA

Life Insurance Company, Limited.

1
!
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Editorial: - 3
Basic weakness

Insurance and Ethics . s e 5
By Mr. E. K, SRINIVASAN

The Investment Aspect of Life Insurance ? 11

By Mg, M. ALBERT LINTON |

Chairman of the Board, Provident Mutual Life Insurance Company

Insurance Business in India .
By Mr, H. K. SEN, M.Sc., F.F.A,,

Excerpts from the address of Mr. LAXMIDAS P. GOCULDAS, 23

at the 261h Annual General Meeting of the Indian Insurance

Companies’ Association

Reviews & News

K5I
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GOVT. SECURITY LIFE FIRE & GENERAL e T T
ASSURANCE CO. LTD. INSURANCE CO., LTD. ————
(X XY shed in 1874 (Estabiished in 947} FE BUS - — . .
ferrsptizhed bn W70 e FORCE ExCLtDs as. 200 CromEs —— Basic weakness of Indian Insurance.
First name in Indian TRANSACTING —
ASSETS EXCEED mg. 7, —— M
nsurance for the Fire. Marine, Mocor, ceteves Lo — l'P is high time that the managements of Indian Insurance Companies
'; ;tA N8 50 A C’ ;7;156 c::;z:d:n.t' ;lso' spe- | 1 you would like to know make a concerted effort, individually and collectively, to promote
ngin Engineer- JOW you can pasticipste - ) ) ]
all classes of life assu- ing and Machinery 3,;‘:';5'{:,’{'.‘:‘;'::2’6: —— better understanding among themselves and to put into actual practice
rance and annuities S/} Erection Insurance E‘::lu i‘:.’,.'::,dp_%_“{:l,’ —— all the codes of conduct that are considered absolutely necessary for their
» —\ i 0 148, Bombay. — sound working. Mr. Laxmidas P. Goculdas, Chairman of the Indian
— .
o e ~° mw"*“ — Insurance Companies Association, delivering his address at the 26th
5 e—— . - X
ORIENTAL GOVT. SECURITY LIFE ASSURANCE CO.LTD.] & % Annual General Meeting of the Association, held on 16th June, 1954,
a -4 . . .
ORIENTAL FIRE AND GENERAL INSURANCE CO. LTD.| 2 z has rightly stressed the urgency of such a discipline amongst Insurers
D OFFICE : ORIENTAL BUILDINGS, B - . C e .
Ti:»«culss AND ::;mc:es TN?\T:ZJOW INDIA AND THE r ' . themselves. He is very empbhatic in his remark that the basic weakness

of Indian Insurance is excessive costs arising from unhealthy competition

-~ N amongst insurance companies inter se. He contends that “the mnain
it L P P . difficulty facing the market at present would appear to be that not satisfied

THE NEW GREAT INSURANCE Co0,,
OF INDIA LIMITED.,

with their present rate of progress many units are trying to force their

development beyond their natural optimum growth and this can only be

Cawretd T—==t) @

done by adopting aggressive methods of uneconomic competition. One

cannot but deprecate this scramble for business arising from a greed for
Total Assets as at 31-12-1952 exceed Rs. 1,71,00,000

% Total Life Assurance in force as at 31-12-1952 exceeds Rs. 3,51,00,000
E

. . ' is is DO ether ew si on 8
premium income.” Bat, thisis t altogether a new situation,  Almost

-~

from the date Indian Insurers started transacting general insurance busi-

ness, the problem of progress and premium income is there. And the

T4 . i . l " k2]
unhealthy cowpetition to secure business arose not from “greed” for
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premium incowme hut from the anxiety $0 exist somehow. 1t was rather
a tug between Indian Insurers versus Foreign Insurers. Resonreeful and
well-established foreign insnrers who were enjoying a monopoly in Indian

(eneral Insurance Busimess for over a century, could not be so easily
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faced by Indian Insurers with their meagre financial resources and lack
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employ to deflect the business from foreign companies was the appeal to

ascus, Kampala, support Swadeshi Institutions and concessions in rates. Particularly since
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India attained her independence, Indian Insurers have been able to
snatch a major portion of the total General Insurance Business transacted
in the Country and the Foreign Insurers have gradually lost the hold.
But the undesirable practices that were once helpful to deflect businees
from foreign companies are now working havoec amongss Indian Insurers
themselves. Offer of illegal rabates, payment of commissions in excess
of the statutory rates and deflection of business from one company to
another by questionable means are ali still rampant despite efforts on the
part of Government through legislation. The changes made in the
Insurance Act in 1950 providing for the trade iteelf to supervise and
control its activities with a view to safeguarding its own interests are yet
to improve the situation. Attempts now made to enforce the Code of
Conduct, evolved by the Executive Committee for observance by General
Insurers, tbrough an Administrative machinery, are no doubt in the
right direction, but unless Insurers themselves stick to sound principles,
it would be difficul for any Government to bring about a healthier state

of affairs through pressure.

The Indian Insurance Companies Asscciation has achieved a great
many things to promote the interests of Indian Insurers and during 1953
under the guidance of Shri Lazxmidas P. Goculdas, Chairman, the
Association bas continued to strive its best as will be evidenced from his
address at the Annual General Meeting, excerpis of which appear else-
where in this issue. His plea for better Fire Brigade Facilities in the
Country, better bandling of goods at the docks, better concessions o
enable the building up of “Additional Reserves”, and his valued opinion
on matters like “Reduction of General Insurance Rates”, “Taxation of
Treaty Offices”, Competition from Governpment Departments’, etc.,

deserve utmost consideration on all bands.

Insurance and Ethics.
By E. K, SRINIVASAN

NSURANCE is a social service. It is
a.co-operative undertaking. It is a
manaifestation of the wisdom that there
is strength in number. Results of the
wholesome activities of insurance are
seen on all sides. Almost every happen-
ing in haman life can serve to f{llustrate
its useful influence. The need for insur-
ance is not confined to any time or place
or circumstance or nation. Itis univer-
sal. One has only to look at the daily
newspapers in the mornings to realise its
applicability and scope., Every casualty
is an emphasis on the need foyY insurance,
In the American slang every news item
has an insurance “‘slant’’. The value of
insurance cannot be assessed hy totalling
up the sums disbursed as claims, The
value of insurance cannot merely be look-
ed at from the actual financial indemnity
granted Lut from the angle of that fnvi-
sible and mere essential service viz, the
giving of confidence and elimination of
fear, It ixrefreshing to contemplate the
service from this angle viz., the confi-
deuce engendered in a man engaged in
building a bouse or a business objects
insecure against fire or other perils. Can
adding up of premiums or claims correct-
ly assess this purveying of confidence.
Uncertainty bas a paralysine power and
a service that shows an escape from it
cannot be assessed in terms of Rs. is. pe.
Isolation is inherently a source of weak-
ness and the instinct to seek strength
was responsible for the birth of the com-
munity. This fact illustrates the sacial

value of insurance as insurance is, broad-
1y speaking, a coming together of penple
to avert a dizaster to any one of their
member. This spollights the community
service aspect of insurance, Thiz is also
exemplified by the wording of the Statute
of Elizaheth, 1601, *‘hy means of which
(viz. Insurance Policy) there followeth
not the undoing of anyone but the losses
ligbt the easily upon many than heavily
upon the few'’,

I said that isolation was inherently a
source of weakness and the instinct to
seek strength was responsible for the
birth of the community. Insurance had
a similar origin. Tberefore whether it is
the running of a community or working
an losurance Company it must be based
on principles of justice and ethics.
Whether one is going through life as an
ordinary man, trader, industrialist,
doctor or engineer bis actions must be
based on ethical principles. Truths,
which shine above all others in their
awful and {mpressive nature are too often
deemed Ly us to be <o profoundly true as
practically to lose, for this very reason,
the stimulating power they intrinsically
possess, and thus lie hedridden and ino-
perative in the dormitary of the soul, side
by side with the most despicable and ex-
pladed eyrors. A potent and vital mode
of resuscitating these dormant realities
tothe exercise of their autbeuntic func-
tions, and stimulating them into fresh-~

ness and energy of a vigorous force, is
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to survey them in direct relatien te owr
conduct and labours. In the stress and
strain of our mundane parsuits many of
us witheut deliberation fail to look at the
traffic lights of etbical conduct and jump
the red signal in our hurry to reach the
goal. Therefore if now and then we
pause and coutemplate over standards of
correct conduct we can fenction better
like machines that are semt to the work-
shop periodically fora check uwp and
overhaul. It is in this spirit that ] iotend
viewing insurance under the ethical spot-
light and not with a:didactic feeling.
What I am going to say will not bave the
freshness of the first time to many of you.

Certain definitions are necessary hefore
I expand on my subject for the afternnon.
These definitions cannot be found ina
textbook or a book on ethics as they are
my own, evolved with a view to project
m;’ exposition in greater relief,

Insurance I have defined as a ‘“‘commu-
nity service’’ a phrase which is the life
breath of Rotarians. It is the coming
together of members of 2 community with
the one object of alleviating the distress
of the unfortupate amongst themsejves,
It is the urge for community service that
has given birth to inswrance. In this
world are horn many, some of whom are
very fortunate, some moderately fortunate
and some positively unforiunate. By
coming together of all these classes and
by their pooling together small individual
contributions a community fund is created
from which disbursements are made to the
unfortunate to relieve the distress arising
out of any accident.

The reference to small individual con-
tributions to create the community fund
leads me on to the next word to be defin-
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ed viz. premioms. The small individual
contributions to create the community
fund are called premimms in inxurance
parlance, * The amount of these contri-
butions are based on the law of probahi-
lities. It iz worked oot on the Law of
Averages with the ubject that the hurdem
does not lie heavily an the few Lint Mght-
1y on the many,

Next comes my definition of an Insar-
ance Company. An Insurance Company
is the mechanism through which the
community service called Insurance is
put into practical working, The common
conception amongst the public is that
wben a claim is paid by an Insurance
Company following a mishap to an lnsu-
red the benafactor is the Insurance Com-
pany. Certainly not, The real benefac-
tor is the community called the insuring

public. This becomes ohviows from my
definition of Insurance.

My definitions having heen set out let
me attempt to bring out the ethical stand-
ards that must guide the conduct of the
people connected with the funcrioning of
insurance. The insuring pablic is the
king-pin because the members therenf
make the contributions to create the
community fund out of which are made
disbursements, called claims, to alleviate
the misery of such members of that public
as are overtaken by an unfortunate accid-
ent. The accident may be in the form of
premature death, collisian o f your
automobile, destruction by fire of your
bouse, your valuables being
a plane crash,
misfortune h

purloined or
Immedialely aAny such
appeuns, the victim to such
misfortupe is manetarily indemnified by
the Insurance Compauy. You all know

the Insurance Company lays down certain
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terms and conditions which are incorpor-
ated in a document called the Policy
which can be construed to serve, at the
same time, as a hadge showjng your mem-
bership of the insuring community and a
ticket entitling vou to certain financial
indemnity, in case of a specified mis-
fortune, The coatributions called pre-
miums are worked o ut scientifically,
based on the Law of Averages, the risk
concerned, certain fundamental behaviour
on the part of the insured and equitable
expenses that are 1o be necessarily incur.
red. The Policy is the docament contain-
ing the social contract amongst members
of the insuring community and adminis-
tered by the Insurance Company on hehalf
of the Insuring community. No member
of the insuring commanity is entitled to
dishursements from the pool created by
the contributions called premiums unless
he iz overtaken by a misfortune contained
in the policy contract and there also sub-
ject tn the terms and conditions {ncor-
porated in the policy. I call the policy
containing the contract as a sacred docu-
ment containing the terms of the contract
amongst the members of the insuring
community. No member of the insuring
community sbould attempt to derive any
advantage bevond what he has solemnly
promised to abide by. If any such attempt
is made it will ofiend the ethics of goad
conduct. How are these offences against
ethical conduct exhibited in the hehavi-
our of certain members of the insuring
community? Any attempt to get hack a
part of the proper share of oue’s contri-
bution going by the name of premium - hy
way of what is named as *‘rebate’ in in-
surance parlance, | suggest, has a maral
turpitude. That member of the insaring
community who does this is anethicalls
wriggliog out of his proper and promised
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contribution to the community fund which
has been created to render community
service. Such a conduct is morally re-
prebensible, Another unetbical &onduct
is trving to induce payment out of the
commanity fund on false pretenses viz, a
bogus clalm. Under the social contract
forming the institution of insurance the
fund can be used only for disbursements
to alleviate loss or misery caused by a
bona fide mishap. Therefore if anybLody
lodges a claim on that fund for compen-
sating a loss arfsing oat of a faked up
accident it dnes not require me to tell
you that it is an unethical act. Thereby
somehody ir trying 1o get hy malafide
means what he is not entitled to. lnsur-
ance premiums are based on the Law of
Averages which presupposes ethical con-
duct on the part of buman beings, It
depends far its success on every members
of the insoring commanity bebaving as
he would if he were uninsured, If I have
a valuable jewellery which is not insured
I will take all the care a reasonable huy-
man being will to protect it from the
predatory haods of a burglar. If afier
insuring the jewellery I hegin to he care-
less in its protection I will deserve to he
accused of unethical conduct. The crux
of such unethical conduct will be noticed
clearly when I say that premium rates are
hased on averaging out accidents arising
in a community of reasonable human he-
ings. Being reasonable is being ethical
Therefore if after fnsuring one does not
tehave like a reasonable human being
then he is detracting from the straight
and narrow path of ethical bebaviour.
An attempt 10 get normal wear and tear
of an automobile repaired under the pre-
text of an accident iz unreasonahle and
hence unethical, From these illustrations
1 am quite certain, that YOou can judge
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saeveral other unethical conducts on Qhe
part of an insured.

Lat me now turn 10 the Insurance Com-
panies. The Insurance Company is only
a mechaniam to put into operation the
urge in a collection of people for com-
munity service. The insurance Company
can take for this service a reasonable re-
muneration from the pool created by the
collection of premiums, It cannot other-
wise abuse the pool money. If it pays
back.to any insured part of tbe premium
due from bim it is unethical. The insur-
ance Company is not justified in making
such payments which as vou know are
called *‘rebates’’. I svggest that it is an
unethical act that deserves every dis-
couragement and the strongest moral re-
probation. The Insurance Company has
no right to make such payments. The
Premiums with which the Insurance Com-
panies deal are contributions by the
community for the succour of the unforiu-
nate in the community and therefore they
have no right to take any part of it and
give it to any other than the ones who
actually suffer a misfortune, 1t the colle.
ctions in the form of premiums exceed
disbursements by way of claims by a large
margin the bhenefil of it mast go to the
entire insuring public by way of reduc-
tions in rates of premium. FEthical con-
siderations demand it. Again, as yon
are all aware, the Insurance Companies
do not need to keep in cash form an
collections of premiums as such collec-
tions will not all be needed at the same
time for dishursements as claims. There-
fore a part of such collection is invested
in Securities, Shares of Companies anq
buildings. The Insurance Companies
must take the greatest care in making
such investments. The MOReY must not
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be devoted in buying shares which are
not worth the paper on which they are
printed, The administration of the funds
of Insurance Companies must he taken as
a sacred trust imposed on the Directors
in charge of the Companies and the
strictest moral code must guide them in
properly investing the funds. Ethics

must guide the activities of [nsurance

Companies in other respects tun. You
know Associations are formed bLy Insur-
ance Companies for the common purpose
of rendering efficient service to the insur-
ing pubtic, 10 avoid suicidal competition,
to evolve common codes of behaviour and
to adopt many other agreed lines of tack-
ling the business of insurance, It is not
uncommon on the part of some members
of such Associations to disregard the
rules. This i unethical conduct. 11 is
hitting Lelow the belt. The advertize-
ments that Insurance Companies publish
in newspapers must conform to irah,
They should not exhibit the financial
strength of the Company ina coloured
fashion or iwisithe nature of benefits
obtatnable under an insurance policy,

Besides the insuring public and ke lu-
surance Companies there are others
conpected with the Lhusiness of

also
insurance
for various purposes and their conducy
should no less be hased on ethical princi-
ples. When an insured automobile is
brought to a garage for repair following
an accident the garage must conscienti-
ously examine the damage caused by the

accident and must bill (he lasurance

Company only for repairing such dam-
age. If in collusion with the {nsured or
out of a wrong impression that lnsurance
Companiex have enormous fonds 1o he
looted, the repairer either includes in
bis Dbill items not dus to accident or
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charges which he will not demaund from
an uninsured person, it will amount to
unethical conduct on the part of the re-
pairer. By such action the repairer is
making the Company pay out of a irust
fund money not legitimately chargeable
to the fund. If it is not legitimate it is
unetbical. Similarly an assesgor who is
deputed to assess the loss to an insured
property on account of a fire must cor-
rectly assess the loss in terms of the po-
-licy conditions and on the basis of the
aciual material 1oss ‘incurred. He is in
the position of a Judge deciding a Civil
case. He must act within ths bounds of
ethics as must as the Judge. He should
show favour neither to the Insurance
Company nor the insured. He is in the
position of a trustee. He must act with-
out fear or favour, There should be no
collusion. Another party coonected
with the business of insurance is the
Agent. The first ethical obligation of an
agent is to know correctly what he is
relling. He must equip himself with the
technical details of the policies he is
selling and he must see that when the
prospective insured signs on the dotted
lines of the proposal form it is done un-
der no wrong impression created by a
deliberate prevarication by the agent.
There should be no ‘‘suggestio falsi or
suppressio veri’’.  Otberwise it is an-
ethical. Also an agent mustl canvass
business on the merits of the ware he is
selling and not by decrying similar ware
put out by his competitor. Scoring a
march over another by such practice is
reprehensible.  Also the agent’ duty
does not end with selling a policy. Ser-
vicing after sale is a moral obligation.
The insured must be visited 1y the agent
periodically to find out if the polfcy al-
ready sold requires any alterationm on

"POLICY-HOLDER : 9

account- of any changs in circumsrances
since shle. Before leaving the agent Tét
me point cat that the unfortunately grow.
ing practice of either paying commiu!;m
to individuals either ander the guise of
agencier or paying by other means I8 an
inequitable behaviour towards bona fide
agents whose livelihood depsudr on com-
mission earned by selling policies to the
public, This course is distinctly unfair. -
The Company who adopts it as a rule is
professing to aid its ‘Agents by employ-
ment on the one hand, and on the other
is depriving them of their rightful return
for patient, and often thankless, tofl.

The duties of General Managers,
Branch Managers and other executives
of an Insurance Company impose on them
the solemn duty of providing, with
sagacity, trained and 1tested skill, and
foresight, the right administration of the
Lhusiness, the economy of its expenditure,
amental honesty in dealing with claims
and an instinctive attitude of service. 1t
is the General Manager of a Company
who should set the standard, and if he
lived up to the high ideals of service and
integrity, everyone in bis organisation
will likewise function on right lipes.
The utmost importance of selecting the
proper.man for this post cannot be ex-
aggerated, particularly in the field of in-
surance where he occupies a position of
trusl vis-a-vis the Community, The effi-
ciency, standing and reputation of an
Insurance Company will naturally depend
on its General Manager. 1 am sure yom
Rotarians will he able to appreciate my
remarks {n this connection especially as
Rotary Ciubs, 1 understand, lay parti-
cular empbasis upon selection of the
cream of the Trades and prefessions for
their membership. ’
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In the short time at my disposal I have
tried to measure with the ethical rod the
conduct of various elsments composing
insurance. I bave not tried to teach
athics to any of you but have only
attempted to trace its working in one
walk of life viz. K Insurance. The
Calcutta’ Rotary Clab is composed -of
leaders in different vocations and 1 am
certain that every one ,¢_)_f you will have
some contact or other daily, with insur-
ance. Rolary being based on bigh, ethi-
cal conduct I have no doubt that you
will carry the message of correct bebavi-
our into the World of Insurance when-
ever you get the chance. Rotarians are
the flower of humanity. 1 have no doubt
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that if such a band of men makes it one
of its aims to upbold thehigh moral priun-
ciples of insurance, the benefit to the
community will be immense. lrece'nuy
read in the papers that the Calcutta Rot-
ary Club have started a Clinic for the
cripple. 1 request you to make the Rot-
ary movement a clinic also for the moral-
ly cripple. What greater good can you
confer on the World than this,
The propaganda for ethical conduct
that you launch on must be of ssch vig-
our that correct behaviour must become
a magnificent obsession with everyone
connected with Insurance.

(Address at the Calcutta Rotary Clud recently)

soch

IO OO0 LI BUNOIO0LOOMDNOGOOTOICN 000

|

Safety and Security.

NATIONAL

Insurance Co., Ltd,
Head Office: 7, Council House St., Calcutta.

Madras Branch: 362, Netaji Sebhas Chandra Bose Road,
Esplanade, MADAS.
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New Business Rs. s i

Premium Income ... " Rs. Ig gggi'g% §

Total Business in force...  Rs. 50.44.24.1 71 3

Total Claims Paid ... Rs. 786.15118

Life Assurance Fund ... Rs. 10:60:92’792 §

Total Funds .. Rs. 1161,76,038 §
Follow these figures for !
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The Investment Aspect of Life Insurance!
M. ALBERT LINTON

Chairman of the Board, Provident Mutual Life Insurauce Company

THE primary mission of life insurance

is to provide against the financial
consequences of death, mostly that of
the head of a dependent family which
would suffer should he be taken away.
That life insurance in addition takes on
the characteristics of an investment isa
by-product of the natural reaction against
payiug year after year a continually in-
creasing price for a fixed amount of life
insurance protection. When a person
insures his life on a term plan the pre-
miums increase with age for the obvious
reason that death rates inciease with age,

For example, the nne yvear term insar-
ance premium rate for $10,000 of pro-
tection at age 35, using a low non-parti-
cipating rate, is §73 in round figures.
This rate increases steadily until, for
the year before attaining age 65, it is
$446. Now people don’t like that kind
of upward rate progression which makes
their life Insurance cost more with each
passing year, Accordingly, the life in-
surance actuary was asked to devise a
plan under which the cost would not in-
crease even if the insured should live to
the extreme limit of life. This was the
genesis of the level-premium whole life
plan which forms the basis of the great
Irulk of life insurance {issued and out-
standing in thiz cowniry. How then
does the cost of this type of life insur-
ance compare with that of the term insu-
rance above mentioned? To find an ans-

— 1

wer ten well-known mutuai life Tosurance
companies supplied figures on their re-.
gular whole life policies now being {ssu-
ed, giving the met costs that wonld be
realized should. their current dividend
scales be continued unchanged,

On the basiz of the figurer of the ten
companies, the average first year’s net
cost, taking into account first year’s
dividends, where paid, for a- $10,000
whole life policy issued today, is $237.
This is more than three times the one
year term rate of $73 above mentioned,
However, if we go to the other end of
the scale we find the situation spectacu-
larly reversed, For the year preceding
age 65 the term rate is nearly three timeg
the whole life net cost— $446 vs. 37158_
Further-more over the whole period of
30 years the term will have cost 35,618
and the whole life $5,759, only $141
more, But, that, of course, is not the
whole story. The whole life policy will
have a guaranteed cash surrender value of
$5,543 as against nothing at all for the
term policy!

We now see what the actuary haz done
in his levelling process. ln the early
vears of the whole life policy bhe bas
charged more for the policy than the
current mortality rates required.  The
excess was put inte a reserve fund to be
invested to yield interest, In due course,
as mortality rates increase and the term
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premiam rises above the whole life pre-
mium, 1he accumulated reserve funds

makes it possible to mest death claims.

without having to increase the whole life
premium. That of course was the prim-
ary objective of the levelling process.
But, as a hy-product, a reserve fund is
created which takes on the characteristics
of an invesiment or savings account,.

A Combination of Term Insurance
and Savings )

This suggests that the whole life policy
tmight torn out technically to be a combi-
nation. of term insarance and savings.
That s to say we might compute the
amount that'would have to be set aside
each year from the issue of the policy fo
accumnlate i{ts face amount by the time
the exireme limit of life of the mortality
table had been attained. 7This limit ac-
cording to the table in current use is
assomed to be age 100, Therefore, for
a $10,000 policy at age 35, a yearly
amount would be computed which at an
assumed rate of interest woald accumulate
to $10,000 over a 65 year period. Then
.to that yearly amount would bhe added the
level premium for a type of insurance, de-
creasing as the accumulated fund bLuilds
up, which each vear would in effect pro-
vide just enough insorance protection to
- cover the difference hetween the then
accumulated fund id'nd the 810,000 face
of the policy.

For example, if in a given year the
ac;:umulmion should be $3,000 then the
amount under the term feature would be
§7,000, and the current cost for that
amount of onesyear’s term protection
would epter into the calculation, If
death should occur in that vear the
310,000 death claim paid would in

effect be made op of $3,000 drawa from
the accumulated fund, plus $7,000 from

the term coverage. As may he imagined ’

the calcnlation of the whole 1life premi-
um by this process is more complicated

than the usuval method set nat in the |

standard text books, I well remembur as
a young acluary how thrilled 1 was to
discover that the two methods produced
the zame premium exactly to the penny.

So that’s the way the investment aspect
of life insurance came ahout—a by-pro-
duct of the process of creating a form of
insurance policy on which during its life
the premiums wonld not rise above a
given figure established when the policy
was issmed. At the same time it turns
out that the policy thas created may he
looked upon as a combination of decreas-
ing life insurance protection and savings.
And it is the savings element that pro-
duces the well-known and valuable cash
and loan values that are in a)) policies
on the life or endowment plans,

Having reached this point the question
naturally arises, why combine lhese two
elements in one contracte Why not have
A separate insvrance— separate investment
program in place of the single contract?
It is a fair question that will repay
thorough investigation. .

The savings which create the life insu-
rance reserve fund are in about the safest
ptace that could he devised.

They are
invested to an over-

whelming extent in
high grade obligations of corporations,
governmental hadies, and nwners of 1eal
estate, In each instance there is a aph-
stantial margin or cushion of safety,
Only a small proportion of the funds—
less than 3% %6 —is invested in common

or preferred stocks, thys providing tbe
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stability in times of economic xtress that
is g0 valuahle a feature of the life insur-
ance contract.

The life insurance policybolder enjoys
the advantage of wide diversity of in-
vestments. His Company may have say

10,000 separate invesiments. The cash

surrender value of his policy may be say
$1,000. Then on the average he has the
equivaleat of 10 cents invested in each of
tlio 10,000 conservative investments,
Losses may come to some, Gains may be
realized on others. The whole, however,
will be extremely stable and free from
wide fluctuations,

Performance in Emergencies

While securit;v and stability of princi-
pal are of great importance, another
characteristic ranks exceedingly high.
It is prompt availability, withount loss,
in economic emergencies. Millions of
Policyholders found this out in the great.
est depression this country has known—
that of the 1930’s. It was then that
policyholders discovered that their life
insurance cash and loan values lopp;d ali
other assets when it came to raising funds
to meet smergencies, The amounts ihey
could obtain were guaranteed in their
policies, To realize on them, either by
cashing in or bhorrowing, no red 1ape
was involved. No eredit stalements were
required for loans Aund, no matter how
high the rates on bank credit, the rates
for horrowing from the life insurance
companies were guaranteed in their poli-
cies. Moreover the loans coald not he
called.

At a time when the amounts that could
b realized on stocks, second grade Liands
and even investment trusts were melting
away like snow in the spring, the life

insurance guarantees stood unshaken by
the storm. During the years 1930-1935
the total paid out:on accauut of life in-
sarance cash and loan values alone is
estimated to have exceeded seven billion
dollars, ’ ’

The policvholder who bad a contract
with a substantial loan or cash surrender
value found it a godsend. The man who
had his funds ina separate investment
fund was not inan enviable position.

“Attempting to sell, he found huyers very

scarce except at pricex which meant heavy
loss, Attempting to borrow be was not

" likely 1o be in a much better position.

When the loan was granted it. was for but
a small fraction of tbhe normal value of
the collateral, Moreover, the -rate of
interest was likely to be bigh and the
loan could be called.

The man with the life insurance cont-
ract was in a far hetter position. His
policy had from the start guaranteed ex-
actly the amount he could borrow as well
as the rate of idterest. The loan could
be left outstanding as long as the policy-
holder wished. As he continued to parv
premiums and interest the cash values in-
creased from year to year in accordance
with the values guaranteed in his policy,
During the depression no investment was
as liquid or as available in an emergency
as was the life insurance cash value.

How was it possitile for life fnsurance
to make such a fine record during ths de-
pression when so many other forms of
investment were severly undermined? For
one thing, of course, it was the conser-
vative nature of life insurance investments
with their substantial margins of safety,
How'ever. that was only part of the story,
Fven though a - sscurity were gilt-edged,
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purchasers were few. Many who bad
money werse afraid ina period of crisis
to buy any type of security. They were
keeping their funds liquid. The out-
standing factor in enabling the institu-
tion of life insurance to meet the enorm-
ous demands made upon it was the steady
volume of premium income which kept
fowing in even at the depth of the de-
pression. '

In the possession of this sustained flow
of income life insurance stood unique.
. No other financial institution had itto
anyihing like the same degree. The flow
of preminm income from those groups of
policyholders who stili had money en-
abled the companies to meet the demands
of those who were finding that their life
insarance walues provided the surest
means of obtaining emergency cash,

Incidentally, the urge to continue pre-
miom payments is one of the strang re-
asons for combining the protection and
savings elements in one contract. Pplicy-
holders go to considerable length 1o
avoid defaalt. Independent investment
programs on the other band can be divert-
ed with relaiive ease and involve rather
long deferred consequences only. Even
in good times that holds. When the
savings are tied in with life inzarance i
is harder to interrapt the program ang
endanger the protection that goes with
it. Many people need this self-discip-
line and later, as they come to look back,
are most thankful that they had s,

Other Advantages of Combined Contract

In reviewing the experiences of 1h,
depression our minds naturally revery
the unprecedented banking crisis in 1933
whon panic fear swept the ‘country apq
millions of people, finding the hapk,

{Joxe 1984

closed, sought to .obtain money from
their life insurance policies. Many want-
ed to draw out their money merely he-
cause of fear. Natvrally, in such an
utterly abnormal situation, i would have
been itmpossible for tihe life insurance
companies with thefr premium incomeg
temporarily cut off, to have liquidated
their invesiments and paid out buge quan-
tities of cash, 1In tonsequence, the in-

surance commissioners of the
states

varfous
Cooperated in promulgating rales
which protecied ihe Companies against
the possibitiny of panic tuns and the

couniry against the Consequences of hav-

ing the life insurance companjes

their choice socurilies gy
markets, ’

throw
Pu.n demoralized

The relatively short time during 1933
when the restricijons were in: force did
not detract from the remarkable emerg-
ency service of life Inserance ip flrnh:-
ing cash to policyhaldery dering 1he
log, hard years of 1he depression. Mij-
Mons who had contracts issned long
fore. found whep \he storm of
Depression broke and

be-
tbe Great
continued iis de-
vastating course, that of all their invest-
ments their life tasurance policies proved

the most relial)e lested by any standard,

Another impnu

ant advantage of bav
the SaVinss or {in ke o h"ing

veximent slement rom-
TRCt with the protection
ence of delay in having

oath reach (he benefici-
ary. Since in the usual course of events

the separate investmeny fund would pars
through the estate there wauld t ?
evitable delays ang Conts
tettiement of estates,

the life insurance Contr

ha:d is prompt anq free of extra costs
aad hampering req tape. At the time of

bined iqg one cont
element is the abs
the proceeds a1 g

w the in-
involved in the
Setilement under
act oo the other
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deat this valuable service of the life in-
surance contract is most important.

Those who have experienced the delays,

costs and sometimes frustrations of estats
seltiements know what I am taltking abont

Return on the Savings Blement

A question that naturally arises when
counsidering the combined contract vs.
the separate inrurance—separate imvesi-
mout program, is the net rate of interest
which the separate investment fund most
yieid in order to duplicate the guaranteed
cash value of the life insurance contract
at some age say 65. The computation is
not simple since to make a sound com-
parison the amount of %erm insuvrance
protection for which cbarge must each
year be made will decrease as the accumu-
lated savings increase.

The problem therefore is this: Each
vear the amount assumed to be invested in
the separate insurance;—-sepdralé invest-
ment program, is the amount called for
under the whole life insurance program,
Uander the former the current charge for
the year’'s insurance is taken out of the
current year’s payment and the halance
iy assumed to be invested in a separate
fund, What we want to discover is the
net rate of relurn at which the separate
fund must be invested in order to have in
it at age 65 exactly the amount of the
guaranteed cash value under 1he life in-
surance poticy. In making the term in-
surance charge each year we have used
the lowest guarantesd one-year renewable
term rates we could locate. Asrvepresen-
tative net costs fur the whola life policy
the averages for the ten mutual life fnsur-
ance companios. previously mentioned,
were employed, assuming that their 1954
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dividead scales would continge unchang-
od. :

It was my. privilege first to make this
kind of a computation in 1927 when in-
terest rates were high. 1t was done
again in 1936 and in 1949. The results
show that the rate that most be realized
upon the separate fund has flactuated
roughly with the rate of reiurn on high
grade bonds. .

The results of the calculations are
shown {n the following brief tabulation
based upon a whole life policy taken oaut
at age 35 and carried 30 years to age 65. -

Net Yieid to Eaable
Separate Fund to Yield on High
Daplicate Insurance Grade Long

Year Cash Value at 65 Term Bonds
1927 5.36 % 4.65 %
1936 4.35 3.34
1949 3.3¢4 2.68
1954 3.88 3.08

Similar computations to age 65 were
made for ages 25, 45, and 55, According
to the present study the results for the
four ages are:

Age ' Yielfi
25 3 849%
35 3.88
45 4.00
55 4,11

These yields speak for themselves.
They show that the net rates that would
have to he earned hy the separate fund are
substantial.  And, they must be net after
all charges and taking into accountall
gains and losses.

Two questions are likely to arise in
connection with a table like this. When
a policy, for example, is taken out at age
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35 does the vield as then computed re-
main onchanged thereafter? The answer
fs no. As dividend scales are changed
the actwal yields rise or fall with the
dividends. '

A second question relates to the yields
in the table as compared with the rates
of interest heing earned on life insurance
company investments, The rates in the
table are higher., The reason is that
term insurance purchased separalely costs
more than the charge for term insurance
invoived in the combined program. For
one thing, there is an expense saving
. by combining the insurance and savings
elements in one contract.  Like-
wise it has been demonstrated that those
who maintain their insurance for long
periods on the remewable term basis are
likely to experience higber rates of mor-
tality than those who carry whole life
policies over similar periods. The rea-
son is that as the term premiums incre-
-ase, more healthy than unhealtby lives
drop out. Hence, the mortality rates an
the remaining policyholders rise faster
than the normal rate of progression from
facrease in age alone. The cheapest life
insurance charge is therefore to be found
in the combined program.

. ) .
In considering the separate investment

program, investment trusts, or mutual
funds as they are frequently called, natur-
ally come into the picture. These funds
perform a useful service. They enable an
favestor to obtain a wide diversity of
investment, both as to classes of invesi-
ments as well as to investments within a
given class, Some mautual funds owa
bonds and preferred stocks as well as
common stocks, Some consist entirely
of common 3tocks, There iz a wide
choice. 1f well run, with fair charges
for administration and for the sale and
purchase of securities, they are worthy
of an investor’s confidence.

[Jonr 1934

However, muatual funds have Cortain

limitations which an investor would de

well to keep in mind. For one thing a

mutual fund would wot dire to guarantee”
the value at which itz shares could be sald -

or redeemed.

What the investor can realize at
any particular time, gunerally’ speak-
ing, 1is bhie proportton :of the then
market value of the socurities owned by
the fund. This of course is #n marked
contrast with the life insurance contract
with its series of exactly guaranteed cash
and loan values. The reascns for the
ability of the life insurance cpmpany to
make these guarantees have alfm@x heen
covered—conservative investment and
steady flow of premium incume even'in
bad times. This life insurance gwarantee
is of \remendous advantage in times of

adversity and may he espacially so at time .

of death of the policyholder. That wasg
vividly demonstraied in the 1930’s. '

Lifeume Compenssation.

"LiFetimg Compensation” is the funda-
mental principle of our association with
- our Representatives. 1t is in consonence
- with that principle thet we offer to ali our
Agents PERPETUAL RENEWAL COM.
MISSIONS. F you desire profitable
agency contract which will last your fifea
time, come and join our field force.

- Transacting :
LYFE, FIRE, MOTOR & MISCRLLANROUS
INSURANCRS,

~ ‘THE HINDUSTHAN IDEAL

< Insurance Co., Ltd.,
(Incorporated in India in §935)

Masulipatam.

Central Office: Pogt Rox Ne- 1801,

32/33. Linghl Chetty Street,
Madras. 1.

General Man_a‘erf $. RAMACHAR

: Insurance Business in India
. By H. K, SEN, M.Sc,, F.F.A.,
(Extracts from the Presidential speech delivered at the 24th Annual General
Meeting of the Indian Insuronce Institute, Calcutia, held on 28-5-1954)

UST a year bafore you and the Institunte
steps into its jubilee year without
making one jubilant aboat it. Asl 1ook
back, I do feel we huve achieved in ne
small measure but much more is yet to be
achieved, Collective  advertisement
through tbe Institute’s organisation has
had its due share of recognition in gene-
ral and in particalar in the last Kalyanl
Congress Exbibition. [n the matter of
Insurance education the Institute has no
doubt successfully organised several
lectures with a view to belping the candi-
dates sitting for the Life Offices Assaci-
ation Examinations. All these achieve-
ments can be appreciated heing only the
modest beginaing but cannot make one
feel complacent at that. 1 need hardly
emphasise that we have been and are still
passing through very difficult and stir-
ring times, We are, as il were, caugbt
up in the past war spiral nexus.  To get

- out of i1-10 attain our objective a deter-

mined effort-a concerted co-operative
effort is required. Most of the insorers,
if not all, should rally round the lnstitute
without detay for the purpose of collec-
tive publicity and training up field staff.
Message of insurance should be conveyed
to the remotest village, farm yards and
industrial areas through media of news
papers, band bills and leafiets. Health
and insurance propaganda squads can be
profitably organised and leciure tours
with the help of lantern slides arranged.

-
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True salesmanship - a noble sense of
social service -~ a sort of missionary
apirit should be infused {nto the minds
of field workers, Let the Institute out- -
grow the static status of a forum for ex-
change of academic views ~ let it be revi-
talized with a dynamic creative force,
The Institute must attain such stature as
may he looked upon as the vantage ground
by the talented and enthusiastic youths
willing to start a career of insurance, It
should be in a position to refashion and
readjust the attitude of {insurers, field
force and praspects alike to suit the needs
of the changing conditions.

A study of the increase in the volume
of new business since the war and increa-
se in the wholsale price index appears
to indicate a strong correlation between
the two. The middle class, consisting
mostly. of the fixed earning class, from
which we used to draw the huik of the
husiness in the pre-war davs, is too hard
hit to-day to afford anv proper measure
of insurance, The field of {insurance
activity appears to have shifted either tn
tbe trading class or to the artisan class
or to the producer class in the villages
whose income has more or less kept pace
with the increased cost of living. Al
these latter classes were formeriy less in-
surance minded and to make them coansci-
ous, it wounld be necessary to make an
intensive propaganda; 1 mean the need for
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concerted and collective advertising is
more appatent today than it was formerly.

The secret of success in any veniure is’

the ability to meet any challenge that
time brings. It is the flexibility that
ensures expansion in inswrance and for
that matter, in any business, It is the
ﬂexibillty and alertness in the changing
. circumstances that makes for progress, 1
can envisage a stage when to maintain the
flow of mew bhusiness it would he neces-
sary to stady the individaal needs and to
cater each prospect according to his
actual requirements. To do this it would
be necessary to have constant use of the
services of technical staff, It may he
difficult for smaller companies to main-
tain such a staff but for that matter j¢
would be difficuit for such companies 1o
face the high pressure competition of her
bigger sisters. Hence a process of fusion
to form econowic units is also welcomed
and the sooner it comes the better,

Economic progress and commercial
activities of a country depends upon
economic pattern. War inflation and
price spiral did, as von al know, give
@ great fillip to the development of insur-
ance business during the early years of
World War I, With the end of inflation
the price index does not sbow any ap-
preciable o r proportionate downward
trend,  This again is respansible for
widening the guif hetween the price spg
income causing a continuous "h'inkage
of consumer’s market. The falling of
consumer’s demand coupled with yp,
baffling problem of anemployment in con-
sequence of the cessation of war aciiyi-
ties has already been producing a falling
eftect on the insarance industry, The
ebhing tide of business during last fow
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Years bears testimony to 1his disastrous
tendency. Five year plan and other de-
velopment projects and industrial expan-
sion comld mot, in rpite of high hopes
held out by the Government calenrities,
Cope with the swelllng surge of increns-
ing ur:emplnymont. Nor comld 1 create
enduring employment opportwnities. It
way appear patadoxical to yow - Lt #1
won't he so it You care to examine the
ixsue a lity)e deeper. Ap artificial price
level ~ inordinate war-price inertfa, {f
lam allowed 10 5aY 30, wnrelated to
money rupply for vears and Yoars
ther cannot endure lang, ’h rare Lo

shatter our nationa) escosomy with {is
unrelented camulative force.

toge-

" It patos
© 10 see that our busjness magnates and

industrialist being intoxicated whth war-
price-drug are

“till ont 10 ¢
barve v Teap the hest

st in the seller’s market, A stable
buyer’s market - 5 steady consnmer’s de-
n;‘and is a condition precedent 1 3 heal-
:v:i;:c;):ery of our nationa) economy
ct is being 1081 right of by our
bosiness men, induatrh\ht l
experts, I,
that cur §p4
are taking ini
their madys
examinatiap,

and financial
is however a good augury
arers, rigbll)‘ or wrong)y,
tative in thay directioa but
'Perandi merits a carefn)

Int
be context of the prevailing econn-

¢
mi conditinng of the country reduction

of
;treminm Tates {y oy, donbt  desirable
and justifinhye LLITN

treate consomer’,
buyers of fnuyr

And particalarly so, to
demand - ta attract
to what e\lam;”“.‘ policy. Rt bow and
; | faﬂ to see the reaason
Movements of preminm
atrr.  The tendency in
Peare to he fn favour of
+ Oour inserers increated

for the violent
rates in qyy coy
nar Country Ap
drastic Changem

June 1954} N

tbe rates heyond all proportion in the
years 1946-47, and tn 1954 when condi-
tions are by no means more favourable
than what they were immediately prior to
1946, they again made a precipitate re-
duction. The justification for such re-
duction has heen said to'be the improve-
ment in the experience of the companies.
A closer analysis of the issue discloses
only the hollowness of this argument.

The elements entering in the premiums
are mortality, interest or investment
vield and expenses. An improvement en
'tho mortality side as manifested itself
tends, no doubt to encourage reduction
but such reduction except for whaole life,
whole life limited payment and very long
term Endowment Assurances would be very
slight indeed. The difterence in the rates
of premiums due to mortality would of
course he more pronosnced in cases of
poticies under whole life categnries. But
could we safely say that the lives under
these classes enjov the same mortality as
those under Endowment ones?  Mareaver,
i« the total volume of business under the
whole life class so large as to preclude
altogether adverse fluctuations from the

average ?

Coming to inferest yield, 1doadmit
that a trend towards higher interest
earning has been noticeable in the recent
past. But, is this higher earning a per-
manent feature? It is highly doubtfal
regard being had to the large scale deficit
financing adopted by our Government.
Higher and still higher wholesale price
index, without anv sign of declining.
simply gives lie to the wish(al thinking
of our Finance Minister that we are on
the road to normaicy, The present finan-
cial policy of our Government would, no
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doubt result in inflationary tendencies
which wounld natarally bring down interest
yield ou fnvestments. The interest earn-
ing which we are bhaving now has hardly
stabilised, and if the present Government
policy continues 1 can only envisage a
lower rate of interest in the near futore.
As a matter of fact the recent reduction
of Bank rate in U, K. will very likely
hasten India following xuit in view of the
closely interlinked® economy of the two
countries.

Looking to expentes —— an important
factor in the premiums, 1 do not feel in-
clined to subscribe to the views that
economy in expenses has heen effected to
such an extent as would warrant general
reduction in premiums. It may alsa be
argued that the higger cmhp:;nles which
have attained a stature conducive to eco-
nomic working would not have any pro-
blem under this head. To this, I may
venture to point out that the expenses
which are directly proportionate to the
premiums have not changed much, On
the other hand the other fixed commit-
ments have increased enormousiy and
would perhaps continue to increase for
sometime more, This is avident from «the
fact that renewal expense ratios of most
of our leading insurers are showing an
npward trend so much so that the danger
of expense loadings in the premiums ex-
ceeded and bonus loadings encroached
upon could hardly be averted. Soundness
and security of our insurance structure
should by no means be sacrificed at the
altar of cheap and temporary popularity.
Aggressive competition leading to Rate
war may undeérmine the stahility of our
insurance companies to the detriment of
all concerned-the insurers, insuring puh-
lic and our national economy. It wil
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_mot be out of place if [ draw your pointed

attention to the pitfails that the insur-
ance business is beset with in its path of
expansion. A faully judgment or anerro-
peous decision may, instead of revealing
its immediate adverse effects give a false
impression of prosperity and well-being
for the time heing, and the actual loss
may manifest at sach a later stage when
the chaace of mending it may be remote.
1 should not be miseonsirued as being
opposed to reduction of premiums,  Per-
sonally I feel that there shouid he reduc-
tion of rates from those prevailing in
1953. Baut the process of change must be
fair and cautious with an eye to soundness
and public interest. Sudden and violent
changes in the rates are the very antithesis
of insurance as they lead to instabjlity in
the field organisation and to inflated new

business at the expense of enormous laps-

es,” surrenders and paid aps.

Reverting to the phenomenal increase of
new business, - the questinn naturally
arises whether such a rapid growth would
he healthy in the long run. 1 am rather
sceptic on this point. The massive new
business flow has, I am afraid, increased
the renewal expense ratios of even many
of our higger companies goading them tn
an waeconomic horder and the cansequen-
tial heavy lapse is prectuding the possi-
bility of recovery in near future Asa
matter of fact lapses mean economic loss
1o all — the insurers, field warkers and
the insured. The extent of lapse can he
juidged from the following figures. The
total business in force of the Indian in-
surers in the heginning of 1943 was Rs.
251 crores (inclusive of bonus), New
business affected during the 10 years end-
ing in 1952 was Rs. 1191 crores, The

total business existing on 31—12—52 was
Rs. 790 cwores. The ontgo by claims,
death and maturity during this period
was Rs, 83 crores leaving Rs. 564 crores
which went ont of the hooks by lapses,
surrenders and paid wps. That iz to say
approximately 40 % of the husiness went
out of the books by causes other than
claims. Taking the average lapses accor-
ding to duration about Rs. 228 crores
worth of husinesxs lapsed during the first
two years of the policies. In other
words, aboat Rs. 10 crores were lost by
way of premiums paid by the lapsed
policyholders during this period without
any veturn to them. Ner this money
comes as a profit to the insurers since
they had to spend large amounts hy way
of procaration cost which cannot be
wholly recovered in the second year.
{Pbviously suck lapses leave the insurers
with a possible toss which they cannot
reimhurse themselves.

The remedy against this colossal Joss
lies in the improvement in the salesman-
ship of our field workers and the services
of aur insurers. In hoth these respects
our system is not what it should be. 1
agree that the problem of giving adequate
service to the insured is rather difficult in
a counlry so vast as India. It {s high
time that our insurers should evolve a
system hy which the fnsured may get the
requisite service, To do this it mayv bhe
necessary to follow some system nf‘ de-
centralisation by giving adequale powers
to the branches and regional offices, It
may also he necessary 1o increase the
number of men trained in technical side
of the bhusiness in these hranches and
regivnal offices to which agents and field
workers should look forward for

proper
guidance, .
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This brings in the question of manage-
ment. Ong of ‘the ;tdr’;dam?u;u}_ facta in
the management is to provide for ‘succes=
sibn in such a way that each new manage-
ment is better than the preceding one.
To do so it would be necessary td 'attract
young and energetic men to tliis 1iné when
alone it would be possible tn improve the
insurance technique. 1 am emphasising
this point becanse I have been noticing
that our best yonng men as they are reach-
1og the beginning of their career are not
being attracted to insurance. Tho reason
no doubt {s the lack of securify and ade-
quate remuneration which they can get
elsewhere. Our industry mast be virile
to be progressive. 1t can certainly offer
opportunities for individual talent but
persons at tbe belm must be capable of
recognising and rewarding such talents.
Otherwise the really capable men would
drift away to those places where they are
hetter appreciated to the detriment of the
fature of insurance.

I bave heard remarks and not infreguent-
1y, specially (rom the admirers of fortign
concerns, that the insurance business in
our country is not progressing in the way
it bas done in other couniries. Ther
gonerally cite as examples the weaker
companies in our couatry which are
either on the verge of winding up or
amalgamation, They forget the fact that
fnsurance in our country iz still in its
infancy and such disasters are hound to
bhappen. There would bowever he others
which will come out of the trying early
perind successfally with their finances
entrenched on sound footing — as sound
as any of our foreign counterparis. If
we look back to the history of insurance
in such economically advanced countries

as U. K. we find that during the middie of
thg iast century as mauy as: mgj 'ANCO
companies bad been promofed In that
Century, Of there 157 transacted life.
inaurance“bnsine;s and the rest did fire

!'d%d other types of insurance. Out of

there 157 tife offices 120 ‘were amalgamat-
ed, 13 were wound up and only 24 exist
todav. Wae observe a close parallel to the
conditions of our own country, only that
the time element has lagged hehind by a
economy. In U.K. however the Go-.
vernment did not come forward with
fmpractical !egis’latimi to put obstacle in
the expansion of those with reasonable
chances of survival. They did not crip-
ple the initiative of insurers by framing
legislation hindering their progress. The
process of weeding out uf the weaker ones
was allowed to follow its natural course
and the result has been the emergence of
the British Insurers of today, the envy of
the insurance World, The peculiar aspect
of the insurance finances, specially those
of life insurance, exposes itself to temp-
tations, fraud and irresponsibilitly, and
some persons succomb to it. In the fren-
zied growth of all sorts of business dur-
ing the inflationary period immediately
after the war. such ailments have been
irresistible. 1 have no doubt that the
fnsurance business of our country wauld
snoan be purged of its disrepatable ele--
ments. It {3 no good decrying Indian
Insurance when there is a strong need of
greater puhlic co-operation, It is also
desirable to frame legislation in such a
way as not to hinder the growth of those
who can thrive well and in a healthy
manner. Indian insurers wiil, I helieve,
emerge successfully out of their present
dificoities and take their stand side by
side with their sisters in other countries
in discharging their services,
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o THE ‘
EMPIRE OF INDIA LIFE ASSURANCE CO., LTD.,

- (El_fllb“lhed:‘ 1897)
Head Office:- Empire House, Horaby Road, BOMBAY.

: HIGH LIGHTS FROM
- 1952 Annual Report
29,60.56.165.
11,52,70,583.

13,24 80,080.
‘VALUGATION REPORT AS AT 31—12—1951

Total Business in force
Total Assets
Total Claims paid

P ————
Bonus per 1000 per Annum-
Rs.10  Whole Life Assurance

~Rs. 8 Endowment Assurance

Administrator:

_ Dewan Bahadur R. VARADACHARI
. A Company to Represent and Insure with
Branches ALL OVER INDIA.

e
STEP BY STEP
) UP THE-1.ADDER!

New Business in 1953

Rs. 8,76,69,750.

SPECIAL ATTRACTIONS OF 1954
Compelitively Reduced Premium Rates!!
: &

Special Estate Duty Policies !l
Apply to our nearest Office:

THE METROPOLITAN

| Insurance Company, Ltd,,
: H. 0. CALCUTTA,

1

The Indian Insurance Companies’ Association
B 26th Annual General MFeting to

Difficulties and problems facing insurance interests in the country

EXCRRPTS FROM THE SPRECH DELIVERED BY THE CHAIRMAN,
Mr. LAXMIDAS P. GOCULDAS,

Working of General Insarance in 1953

THE overall picture of the working of
Indian General Insurance is that the

premium income {is shrinking. The era
of war and post-war expansion of pre-
miums has definitely ended, and the
market has got to get accustomed toa
lower level of income, By {tself it is not
a bad feature because it would represent
more stabilised trading free from the in.
fluence of variations of inflationary trends.
From the point of view of claims ex-
perience, the year 1053 has bheen a good
year but thisx cannot be said of 1he period
since the heginning of the current vear
when there have been far too many fire
losses. | must emphasise that these losses
are a form of national wastage, consider-
able paf! of which could be avoided by a
little more care. The insurers may com-
pensate the sufferers, but unfortunately it
is the insuring public who bears the in-
cidence of these losses.

Fire Brigade facilities

The fire brigade facilities in this coun-
try are very limited, and greater auention
is required to be paid to the provision of
efficient fire brigades throoghout 1be
length and breadth of the country. The
problem is far tno large for the locul
authorities to tackle. They have their
own {increasing commitments in many

directions, while (heir resources are
limited. There are conntries inthe world
where there is hardly a spot which a fire
brigade cannot reach in the matter of °
minutes. In our country for the large
rural areas and small towns it would be
many hours before any fire brigade service
could be brought into action. A fire un-
coatrolled in its early stages grows into
a conflagration = The consequent national
wastage is substantial and the need of
spreading the fire hrigade facilities 1o a
much wider field than at preseat is an
urgent one.

Handling of goods at the dodks

The standard of handling of goods at
the Docks has deteriorated. India is im-
porting capital goods in the form of
machinery for jndustrial plants, A care-
ful unloading of them would prevent ano-
ther form of national wastage and wil}l
prevent the delays caused in securing re-
placements, '

Taxation of General Insurance Companies

1 envisage a bright furure for the lndian
Insurance business as our companies will
Le called upon to play a significant role
in the country’s sconomy with the pro«
gressive implementation of the various
schemes of agriculiural devslopment and
indusirial expansion provided for under
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the Five-Year Plan. 1t is, however,
necessary that the companies should have
adequate reserves in order that they may
be able to perform their obligations
satisfactorily in the coming years. The
problems of underwriting capa'city aod
seserve building are so interlinked that
the sirength of reserves is of paramount
importance for the companies’ progress
not oanly in thé home market but also in
the foreign market. As it bappens,
however, landian insurance companies,
having come into the picture later, did
‘not have the same opportunity to baild up
proper reserves as companies in other
countries who started operations earlier
when the going was good and husiness
worked out to be wmore profitable and
taxation much lower than at present. A
strong reserve position makes for greater
underwriting capacity. Again, there are
a number of markets outside India where
opportunities exist for Indian companies
to have profitable operations. It is,
therefore, very essential that Indian com.
panies should be enabled to attain a
stronger financial position by affording
them reasonable facilities to build up
ample reserves which will enhance their
competitive strength in the bome market
and would also beip their development in
the international field. .

Insurance companies are now notallow.
ed to carry any amount from their profits
to ‘Additional Reserves’ without attract-
ing taxation. The only reserves now
permitted by the Tax authorities as an
expenditure atre ‘Reserves for Unexpired
Risks’ and companies are allowed to set
aside in this connection up to 50 per cent.
of their premium income for fire and mis-
cellaneous insurance and 100 per cent, for
marine. These percentages of reserves do
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not take into acconnt the pecaliar condi-
tions attending the general insurance
business in this country. The operations
of Indlan non-lfe companies are mainly

‘confined t0 Indfa. The bLulk of the busi-

ness is derived either from indusirial
risks or from storage risks in the conges:-
ed bazaar areas, The liabilities are ihaos
highly councentrated and do not provide
any large spread of risks territorially and
by class. ln the circumstances, it §s very
desirable that Indian insurance companies
should be allowed to build up by stages
‘Additional Reserves’ frae of taxation by
permitting at least a five per cent, addl;
tional increase in the reserves free of tax,

It would be pertinent 1o mention here
that only recently the Government of
Japan bad conceded cert

ain tax exemp-
tions to J

apanese insurance companies to
enable the companies to baild up reserves
against ‘extraordinary’ losses. 1 must
add that the risk of earth-quake is not
catered for by the insurers in the Jupanese
market.

.

The appointment of the Taxation KEn-

quiry Commission afiords the opportunity

for a comprehensive examinmation of 1he
incidence of taxation n insurance and it
is beped that as a result of its Yabouwrs
taxation of insurance companies wil) he
placed on a scientific and equitable bhasis
and companies will be freed from the
handicaps that hamper expansion, Your

Committee have taken the apportumnity

once again to press for necessary facili-
ties for insurance tompanies in the coun-
try to consolidate their position with the
help of adequate reserves and have sul:-
mitted a detailed Memurandum in this
connection in Yespanse tn a questionnaire

issuved by tbhe Commission. I earnestly
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hope that our request would be sympathe-
tically considered and companies would
be allowed at amn esarly date to create
‘Reserves for Unexpired Risks’ and ‘Addi-
tional Reserves’ to the total extent of
100 per ceat. of their premiom income of
the year in respect of fire and wiscellan~
eous insurance, 150 per cent in respect
of marine cargo husiness and 200 per
cent. in, respect of marine and aviation
hull basiness, as suggested in vur Memo-
randam.

Reduction of General Insurance Rates

Whilst on one gide we are clamouring
for increasing our reserve strength, a
problem of very vital interest both to in-
surers and the insuring public is raised —
1 refer to the requests for reduciion in
the level of general insurance rates. Re-
cently questions concerming the rates
structure in life assurance atiracted con-
siderable publicity in the press, as a
sequel, the Tarif Commwmittee bas heen
directed by the Controller of lnsuraunce to
consider the feasibility of a downward
revision of. rates in geueral insuramce
business. | should take this opportunity
of referring to this subject at some length
in order to remove a misconception that
the tariff rates in this country are ah-
normally bigh. That iz not at all the
case, Taking firstly cargo marine insur-
ance, the rates for the bulk of the bhusi-
ness are dictated by international factors,
and the complaint all over the world is
that cargo rates have reached an unecono-
mical level, Motor insurance constitules
by far the largest source of premium in-
come to most insurers in Ilndia. The
rates for Motor insurance had 1o be
slightly enhanced last year and even su,
they stand at a much lower level than
elsewhere in the world.

bnsinqss has atihr
account of th

goneral foreign field, s
of the problem it is overlooked that the
rates for the various important industries
have been reduced so ofsen during the
past thirty years that they stand today
more or less on a par with those charged
in the western world. Recent claims ex~
perience of the major industries in this
caountry reveals how the process of reduc-
tion has been carried a bit too far., In
the general risks, rates for the moflasil
have attracted attention, They may
apparently appear to be high but it i{s not
too often appreciated that by far the larg-
est proportion of the business drawn from
the moffusil consists of influmahle stacks,
of risks situated in cougested bazaars and
of short-term husiness. These are to he
judged in the light of the complete ab-
sence of any organised fire fighting facili-
ties to which I have already referred. In
addition, the high nperating costs of this
business are also to be taken into account.
The insurers are required to maintain a
full-fledged servicing organisation at
various centres in our suh-continent, the
vost of which must in a)l fairness fall on
that class, I wish the volume of actively
available busipexs in the moffusil was
sufficiently large for lawer rates being
oftered for them. The large latent poten-
tiality of the bhusiness is of little assis-
tance to insurers so long as the business
is not received by the offices.

[t bas always been the primary concern
of lndian {nsurers to offer their services
at an economic cost, Since the entry of
Indian companies in the field, the fire
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rates -have on an average gone down by
over thirty-five per cemt. This process
will continue but a reduction of sates
cannot be made to order. The basis.of
rates in goneral business is entirely difle-
rent from that in life assurance. lunterest
rates play such a large part in the latter,
while the interest-earnings of general
insurers are only incidental. The life in-
surers may expo.cl improved m((,rtalit_v 8x-
perience, while {n fire and marine husiness
tbe claims-ratio has a tendency to shoot
up in a period of depressed trading con-
ditions. The moral hazard is enbanced
during such perind — a feature almost
noneexistent in life bHusiness. It is,
therefore, improper to look upon the two
as alike.

. An examinatfon of the past working of
many of the general insurance units will
show how any serious downward revision
in rates would force -them into a loss
position. The !nsufing public has been
well-served by the insurers and there has
bardly bheen any case of profiteering by
insurers throughnut the past fifleen years,
Insurance rates have gone down when the
price of almost every nther commodity or
service has increased substantially. The
administrative expenses that bad gone up
during the infiationary period still con-
tinue to rise against the hackground of a
stationary or lower premium income.

1 earnestly bope that the Tariff Com-
mitiee will stick to its duty of maintain-
ing just and fair rates and notyield to
pressure from sources not conversant with
the mechanics of our rating system,

Taxation of treaty offices
As you are aware, insurance companies
operating in the country have been faced
with- a new problem as a rvesult of the
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demands made recently by Income-tax
Officers on some of the companies requir-
ing them to make payment on bedalf of
their foreign treaty reinsurers of income-
tax on profits earned by them, treating
the l1ocal companies as statutory agents of
their reinsorers. The proposal constitutes
a departure from established reinsurance
practice and i» viewed with apprehension
hy Indian companies. 1If carriedgthrough,
it would paut the cluck of progress bhack
in general insurance, which plays such an
important part {n the country’s economy,
Our Association has submitted a detnited
representation iu this matter 1o the Ceni-
ral Board of Revenwe. Opportunity has
also since been takem for discassing this
question with its Chairman. 13 was nrged
by us during discussions that with a view
to avoidieg unnecessary hardship to
Indian insurance companies a circular
should be issued by the Ceniral Buard 1o
the lncome-tax Officers directing them
uot to treat Indian insurers as statutory
agents of foreign insurance companies
with whom thev had hona fide reinsurance
treaty arrangements. It womd appear
however that the Government, while
appreciating the hardship that would he
caused to insurance companies in the
country, have now in view the difficulties
of Income-tax Officers and in order to
guide the Officers in this wmatter it was
suggested by them that the Associatiun
should evolve a suitable formula, which
would help to distinguish a genuine re-
insurance treaty arrangement {rom other
relationships.  We have explained 1o the

Government the difficulty {nherent in
devising a fool-proof formula satisfactory
in all cases, as desired by them and have
indicated o them at the same time certain
tests which would be helpful in determin-
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fng t'ho bona fide character of a reinsar-
ance arrangement.

‘1 would tike to observe in this connec-
tion that reinsurance is an inditpensable
adjuact to direct operations.  Any move
that affects reinsurance will recoil on the
progress of general insurance. In view
of these considerations, it is very essen-
tial that in all cases where the reinsurance
transactions are bona fide and undertaken
for the sole purpose of obtaining protec-
tion by means of reinsurance, the present
position of treating the reinsurer as not
liable to tax in India should be continued.
1 earnestly hope that the Central Board
of Revenue will issue-appropriate instruc~
tions to the Income-tax Officers, as re-
quested by us without further delay,

Competition from Government
Departments

That brings me, to the growing tenden-
cy noticed on the part of the Central and
cortain State Governments to encroach
upon the sphere efficiently served by pri-
vate enterprise. 1 would like to refer in
this connection to the proposal of the
Central Governmen: for extension of the
insurance facilities it provides through
the Postal Insurance Fund bevond the
restricted sphere of the Central Govern-
ment ewployees to wbom the Scheme
applies at present to emhrace other cate-
gories of employees in quasi-Government,
commercial and industrial undertakings.
Another case in point is the proposal of
the Mysore State Government to enlarge
the scope of its general insurance scheme,
now:confined only to motor insurance, so
as to include new lines of business such
as marine insurance, burglary insurance,
air accident insurance etc. Insurance
interests in the couatry spaturally look
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with disfavour upon'these incursions into
a field which has all along been regarded
as pne best served Ly private insurers,

Indian Insurance bas grown from small
beginanings to a respectable stature  The
achievements of Indian lnsurance are’
quite remarkable counsidering its young
age and the difficulties it had to contend
with in fts chequered career. The indus-
try has reached its present stage of pro-
gress through its own efforts, without any
governmental support under the old re-
gime, With the attainment of Indepen-
dence one would bave thought that the
cause of such an tmportant arm of the
national economy would receive consider~
able direct encouragement. Schemes such
as are in vogue in some of the Indian
States fragmentize the business and de-
prive the active indigenous market of a
slice of husiness which is quite important
for its reciprocity value. The present
proposals for the extension of the Postal
Insurance Scheme and expansion of the
activities of the State-owned =ector of
insurance would bring Government into
direct active competition with private
in:urance companies — a course which
gshould be avoided when the crying need
of the country is to distribute the eftorts
and the responsibiilities of catering for
the country’s requirements to orgenisa-
tions wost suited 1o meet them especially
from the viewpoint of the consumer.

Support Indian Insurance

The cause of Swadeshi seems to have
suftered a set-back during recent vears as
there would appear to be a general feeling
in the public mind that with the attain-
ment of Independence the question of
insistence on Swadeshi does not now pos-
sess the same significance. The economic
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importance of Swadeshi to the future
woll-being of our coantry should be
readily apparent. It is necessary that
industrial concerns and Government should
atilise the services of Indian under-
takings for all their requirements in the
sphere of Services 1ike Banking, Insurance
etc. It would appear that some of the
quasi-Government undertakings and pub~
lic bodies, local authorities eic. still
continue to place their banking and in-
surance bhusiness with non-Indian com-
panies. Government should therefore
make necessary provision to ensure that

banking and insurance business under the

control of these semi~Gavernmeant bhodies

is placed with Indian ondertakings. 1
might mention here that financially and
numerically Indian companies have now
reached a stage when they can absorb all
available insarance business in the coun~
try offering a standard of service compar-
able to any that can be obtained from
other sources, and there is no reason why
preference should be sbown Lo any non-
Indian company for placing insurance
business under the control of anv indus-
trial undertaking or husiness establishment
or Government or semi-Governmen! body

in the cuuntry.

Sitnation in the insurance market

Before concluding, 1 wonld like to say
a few words aboaut the sitnation obtaining
in the insurance market, which has been

exercising our minds for a consideralle
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time, The basic weakness of lndian im-
surance, as we have all along realised,
is #xcessive costs arising from unbealtbhy
competition amougst insurance companies
inter se. The changes made in the In-
surance Act in 1950 providing for the
trade itself to supervise and control its
activities with a view to safegumarding its
own interests had given rise to hopes that
there would he suhstaatial improvement
in the general conditinns through the
elimination from the market of payment
of illicit commissions, illegal rebates and
such like malpractices which have hip-
dered the growth of insorance in lndia on
healthy lines. These bopes, however, do
not seem to have heen realised 1o any
marked extent. For the Adminisirative
Machinery, which has Leen set up for the
purpose of enforcing the Cade of Con-
duct, evolved by the Executive Commiitee
for observance by general fnsurers, has
heen functioning for adaut a Year now and
still there would appear to he no appre~
ciable improvement in the market condi-
tions.  Cases of illegal rehates and pay-
ment of commissions in eXxcess of the
statutory rates and of deflection of Lusi-
ness from one company 1o another by
questionable means stil} continue, 1
would therefore like to sound a note of
warning that if we fall to put aur bouse
in order betimes, we will ye inviting
further restrictions amounting perhaps 10

vexatious and detaited interference In the

day-to-day working of our companies.
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The main dificulty facing the matket at
present would appear to be that aot satis-
fied with their present rate of progress,
many uniis are trying to force their de-
velopment hevond their natural optimum
growth and thiz can only be done h';v
adopting aggressive methods of unecono-
mic competition. One cannot hut depre~
cate this scramble for busriness arising
from a greed for premium income. For,
although there may be a temporary reces-
glon in premium income, there is never-

theless enough business to go round and,
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what is'more, thers would he still farther

opporuities for insurance companies to
develop new lines of business and add to’
their premium income in the years ahead
as the various developmential projects
under the Five-Year Plan get into their
stride. | therefore hope and trust that
our companies would take a long range’
view of things and conduct \heir aftairs
on sound and heahhy lines ro that Indiag
Insurance can attain a position of emi-
nence and play its destined role at home

as well as abroad.
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. © IMPORTANT ANNOUNCEMENT

We have pleasure in announcing that our Life
Premium Rates have been substantially reduced
from 27th April 1954, For particulars apply
to the Head Office or to any of the Branches:

JUPITER GENERAL

INSURANCE COMPANY, LTD-

. (Established 1919)
Head Office: BOMBAY
Principal Office in South India: “Jupiter House”’

167. Broadway., Madras.
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THE LAKSHMI INSURANCE CO., LTD.,
offers .
THE PROTECTION YOU NEED
at

Reduced Premium Rates

Buy a ‘LAKSHMI’ Policy to-day
For particulars. apply to:—
Head Office, New Delhi-1,

any of its Branches in Iﬁdia 8 B. E. Africa.

MADRAS BRANCH BANGALORE SUB-OFFICE COIMBATORE BRANCH
4/105, Armenian 8t, 52, Gandhinagar 10/2, Dewan Bahadur Road

G. T. Madras-1 Bangualore 2. R. 8. puram Post,
Coimbatore.
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Reviews & News

South India Co-operative Insce. Society, Ltd., Madras.

'New Building at Mount Road, Madras, opened by
Mr. V. V, Giri, Union Minister for Labour.

' Mr. P V. Rajamannar, Chiéf ]uéifce, .Madras State, presided.

The stugdy and imposing structure built
on strong foundations in an area of about
9 grounds in :Mount Road, recently
acquired by the South India Co-operative
Insurance Society, Limited, was opened
by Mr. V. V. Giri, Union Minister for
Labour before a large and distinguished
gathering on the 7th Juoe, 1954 Mr.
P. V. Rajamanuar, Chief Justice of
Madras, presided.

The Society, started in January 1932
by the late Sri Hon'ble V, Ramadas Pan-
tulu, an outstanding personality in the
co-aperative movement, has grown from
strength to strength and enjoys public
confidence in an abundant measure. It is
in the fitness of things that the Sriciet}' is
located in a building of its ewn, situated
in such a prominent business ceatre as
Mount Road. 7The Directors and the
Secretary deserve congratulations for their
foresight and eflicient bandling of the
society’s affairs.

After tea, Mr. V. Parthasarathy, Presi-
dent of the Society, welcomed the gather-

_ing. Referring to the record of the work"

of the Society, he said that the total
business in force was of the order of Rs,
4% crores and it had a life fund of Rs.
1% crores.
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“*Co~operation and Insurance are alike
in one rospect"’, Mr. Parthasarathi said,
‘“The keynote of both is service, The
Co-~operative movement is a service which
must not ceass to be business. An iasur-
ance organisation is a business concern
which must be run as a social service. It
is a realisation of this aspect of Co-oper-~
ation and Insurance that forms the bhack-
ground of our activity and that animates
our hopes for the future”’’

Referring to the work ahead, Mr. Par-
thasarathy said that it was their ampition
to see that each policyhnlder got expert
advice an diet, water-horne diseases, the
jatest methods of treatment, etc, and
free medical examination and check-up
once a vear.

Mr. V. Venkatachalam, Secretary mak-
fog a rapid survey of the progress of the
Society since its inception said that the
late Mr. V. Ramadas Pantulu was instru-
menial in starting the Society in January
1932, From a humble beginning it had
grawn from strength to strength on well-
laid foundations. At present it occupied
a foremost position among the institu-
tions of such type and also ranked among
the first 30 insurers in this country. It
was one of the few insurers that had de-

—
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i The South India Co-operative

Insurance Society Ltd.,
o & 6, Mount Road, MADRAS-2.
00 YOU KNOw

Life Insurance has become cheaper now. Improved mortality and increased
Interest yield have made it possible.

WHY WAIT TILL TOMORROW

Secure Insurance protection today and ensure a carefree future.

South India Co-operative Insurance Society offers
all that is best in Lite Insurance
AT REDUCED Premiums.
Policies issued from Rs. 100 onwards.
Profits entirely belong to Policyholders.

Bonus-1982 Valuation

Rs. 12 and Rs. 10 on Whole Life and Endo
per Rs. 1,000 per annum. wment
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clared boaus to it: policy-holders during
the war period. Outside the States of
Miadras and Andbra, it buad tranches in
Bihar, Uttar Pradesh and Hyderabad and
had extended its lLusiness activities to
QOrissn and West Bengal also. To serve
rural population and persons of small
and limited means it issued policies for
sums below Rs. 1,000 also.

Mr, Venkatachalam read messages re-
ceived on the occasion from a number of
persons including Mr., P. §. Kumara-
swami Raja, Dr, Pattabbi Sitaramayva,
Mr. Sri Prakasa and Mr. B Jagannatba
Das.

Training Ground for Demeocracy

Mr. Rajamannar ‘paid a tribute to the
late Mr. Ramadas Pantulu, “‘one of the
greatest names in the history of Co-oper-
ation in this country’’, and said that he
laid a strong foundation oo which the
Society had built a mighty edifice.  'the
Society had now acquired a premises
worthy of its standing. The hasic and
fundamental principles of co-aperation,
Mr. Rajamannar said, were the same us
that of democracy and there could be no
better training ground for the democratic
way of life than the way of co-aperation.
The co-operative movement started with
credit societies to relieve rural indebit~
edness and extended to «ther spheres of
activities as well, He hoped to see the
day when co-operation would Le able to
caover every aspect of the life of the com-
mon man in the villages.

One of the dificult problems of the
common mau with small income and with
no inherited wealth or accumulated siv-
ing, Mr. Rajamannar observed, was to
provide for his family in case of death

or in his old age. That was where cou-

operative insurance societies could step
in and provide policies for sums less
than Rs. 1,000. Co-operative societies
encouraged thrift and were in all ways of
very great belp to the poorer classes of
persons—and this country was full of
them.

Wishing the Society all the best, Mr,
Rajamannar made the sugpestion that
‘‘there can he co-operation among co-
operative insurance socielies by way of
merger or amalgamation.”’

Mr. V. V. Giri's Speech

Declaring the ‘*Co-operative lnsurance
Building’’ open, Mr. Giri associated
bimself with the sentiments expressed by
Mr. Rajamannar about the 1ate Mr. Ram-
das Pantulu and said that he would conti-
nue to he a source of inspiration to every
co-operator in this country and else-
where

As a trade unionist all his life, Mr.
Giri claimed, he was a fellow-traveller
with the co-operative movement, hecause
each for all and all for each’ was the
ideal of both the movements. It was only
when the people of the country realised
the advantages of this great movement
that  alt the ills economic and other-
wise, of this country would disappear.
Mabatma Gandbi rightly said on the day
of the declaration of Indian independence
that he would not rest content until
economic swaraj or economic ewancipa-
tion was also secured for the masses,
That wax the reason why their Constitu-
tion had laid down certain fundamental
rizhts for the people, like the right to
work.  The securing of these rights
would continue to be the ideal to be
achieved of the Government under the
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distinguished leadership of Mr, Jawahar-
lal Nebru.

The fundamental rights, Mr. Giri said,
could be put iuto eftect cnly through the
great movement of co-operation, which
strove 1o lessen the sirife between capital
and labour, and as was rightly said the
co-operative movement was a half-way
house between Capitalism and Commu-
nism. He entirely agreed wiih Mr. Raja-
mapnar that the co-operalive movement
was even better than State Capitalism,
He would tike to see co-operation extend~
ed to every sphere of activity. If in that
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way all of them co-operated, then a Co-
operative Commonwealth would come 1o
be established in this country,

Mz, Giri observed that the ca-aperatrive
movement had bheen bLuill on siroag
foundations in Madras and expressed ihe
hope that other parts of the country
would follow their example so that the
movement would spread throughout the
length and breadth of the \and.

Mr. V. Partbhasaratby proposed a vule
of thanks,

New Guardian of India Life Insurance Co., Ltd., Madras

Extracts from the speech delivered by Mr. AR. Ramanothon,

Charrman

of the Board of Directars, at the 19th Awnual Gineral Mectivg  of the

Shareholders of the Company held

1 have pleasure in welvoming you to
this, the 19th Annual General Meeting
of the Shareholders of the Company.

Before we cummence the business of
the Company, 1 wouid like 1o record
with profound sorrow the passing away
on the 13th March, 1954, as a result of a
tragic plane crash at SNingapore, of this
Company’s highly esteemed patron Mr,
M. Ct. M. Chidambaram Chettyar. We
bave all lost in him a most outstanding
leader who had bhuilt up with great fore-
sight, understanding and sympathy o
number of lostitmions of great strength
and wsefulness to tbe Publir. The New
Guardian of India Life Insurance Com-
pany, Limited, and evervbody cunnected
with the Institution owe a deep and jer-
manent debt of gratitude ta him, and the
loss caused by his death is irreparable.

on Fridoy the 4th  June, 1954.

Mr. Chidambaram Chettvar had heen
the Chairman of the Company from 1940
ta 1.950, As Chairman he had steered
the Company through difficult times in

1ts earlier vears with great alitity
vision '

and
The strong position reached by
the Company to-day is entirely due 10 hi.s
valuable guidance, help und love for the
Tnstitution,

It is also a serious loss to the Banking,
Insurance ahd Rayaon industry (of which
he was a pioneer) in p«'l”i("ulill'
others and his death has created

in the husiness ang

amony
a void

: . social life of Souwb
India which it iy impossitle to fill,

I am sure it win be v
sbould place on rernr«i
preciation of his
and help o this

our wish that we
our very high ap-
most valuabile services

In<titution, May the
revered sowl attain eternal Liiss,

June 1954]

1 am also sorry to record with pro-
found sorsow the death on 31—12—1953
of Mr. K. C. Mammen Mappillai, a great-~
1y esteemed founder of the Company. His
contributions to the success of the Com-
pany specially in its early years were
unique. In bis death the Company has
lost an esteemed friend who was intensely
devoted to its interests and whose valu-
ahble goodwill and bhelp were alwavs at
its service.

I am sure it will be vour wish that we
should place on record our very high ap-
preciation of his valuable. services and
help to this Institution,”

The Meeting obhserved a few minutes’
silence, all standing, in memory of Mr,
M. Ct. M' Chidambaram Chetiyar and Mr.
K. C. Mammen Mappiitai.

““The Directors’ Report, Balance Sheet
and Accouunts for 1953 bave been in vour
hands for some time and 1 bhope that as
usual we can take them as read.

The Reports and Accounts give a full
account of the Company’s work during
the year and positinn. 1 may, however.
refer to some important points,

The total New Business completed by
the Company during the vear amaounted to
Re. 52,49,000 and annuities of Rs. 1,600
per annum, The Assurances in force at
the end of the vear exceeded Rs.
3,27,00,000/- inclusive of hopus addi-
tions.

As a result of the vear’s operations and
after providing for claims and expensex
of management, we were able to add a
sum of Rs. 11,85,496-9-10 1o the Life
Assurance Fund, wbhbich stood @m KRs.
76,15,438-11-7 at the end of the vear,
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During the five year period 1949 to
1953, the annual premium income has
risen from Rs, 12,17,605-12-0 to Rs.
16,50,676-7-0 and the Life Assurance
Fund has risen from Rs. 39,03,027-9-5
to Rs, 76,15,438-11-7.

The net rate of interest realised was
4.1 9 as against the rate of 39 assumed
in the Valuation and this must be consi-
dered as quite satisfactorv. The renewal
expense ratio was 17.2 9 against a pro-
vision of 24.5 % made in the Valuation.
Every attempt is being made by the Direc-
tors to ensure that the administration is
conducted as economically as possible
cansistent with efficiency,

As vou are aware, the last Valuation
was made as at 31st December, 1950, The
Valuation for the Triennium ended 31st
December, 1953 has now been completed
by our Actuary Mr, N, V. Navudu, »m.aA,,
B.L., F.i.A, and the Valuation shows ex-
tremely gratifying results. 7The WVatu-
ation has been made on Lases more sirin-
gent than those adopted in the last Valu-
ation. The Report will be placed bhefore
vou at an Extraordinary General Meeting
to be convened shortly, I am glad to ad-
vise vou that the Actuary has recommend-
ed the declaration of a Bonus for this
triennium substantially bigher than thm
deciared at the last Vatoation and it mayv
also be possible to pay a Dividend to the
Sharebholders, The Bonus recommended
is Rs. 12/- per thousand per annum in
respect of Whole-Life with-profits Poli-
cies and Rs. 10 per thousand per annum
in respect of Fadowment with-profirs
Policies.

The ““New Gnardian’’ holds reserves to
its Poticyholders ona basis as strong as
that of some of the oldest offices and its
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[June 1054
OUR FINANCIAL OPERATIONS IN
1953 AT A GLANCE!
Our Policyholders number 1,16,923

Life Assurance in force
Total Assets

Total Income
Life Assurance Fund ...
Total Claims paid in 1953

over Rs. 26,96,57,000
<+ » 5 837.53,000
»  1,48,60,000

w w 7,48,68,000
.y 40,00,000

.
-

-
-

Policyholders’ Funds vested in the Official

Trustee of Madras exceed Rs. 8 crores.

(Disability Benefits Free. Accident Benefit at
Rs. 1/8 - per thousand extra)

Ask for Particulars of our
ESTATE DUTY POLICY.

THE UNITED INDIA LIFE

ASSURANCE COMPANY, LTD.,

(Established: 1900)
Head Office: MADRAS-1
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Policy conditions are extremely liberal,
Its bonus will also be found to be attrac-
tive. Itis my hope and helief that with
the policy of cavtion pursued by the Dir-

*

ectors, the ‘“New Guardian’ will grow
in strength and prove of the strongest
Institutions of public service in our coun.

try. May God grant that this be so.

Mr., M. Ct Mutbiah who had been cur
Chairman joined the United India Life
Assurance Co., Lid., as a Directar, and
in bis place Mr. M. Ct. Pethachi was co-
opted as a Director from 15-4-1954, Our
sincers thanks uare due 1 Mr, M, Ct,
Muthiah for the most valuable services
and help rendered by him to the Company

I am also glad to inform vyou that Dr.
U, Krishna Raa was co-opted as a Share-
holders’ Director from 15-4-1934; and
he as well as Mr. M. Ct. Pethachi retire
at this Meeting, 1 have everv coufidence
that the association of Mr. M. Ct. Petha-
chi and Dr. U. Krishna Rau as Directors

would be of very great value in the deve-
topment of the Company’s business,

The Directors are grateful to the Share.
holders, Policyholders and the insuring
public for their goodwill towards the
Company and they look forward to re-
ceive the same in greater measure in the
coming years.

The agents and Staff both at the Head
Office and Brancbes deserve appreciatioa
for their loyal work for the Company.’”’

The Accounts were unanimously adopt-
ed,

The retiring Directors, Rai Bahadur
Kedarnath Khandetwal, Mr. T. RM, T, S.
T. Thinnappa Chettiar, Dr. U. Krishna
Rau and Mr, M. Ct. Pethachi were re-ele-
cted as Shareholders’ Directors.

Messrs. Sastri & Shah, retiring Audi-

tors, were elected as Auditors ror the
vear 1954,

United India Life Assurance Company, Ltd., Madras.

HIS premier Insurance Institution of
South India, though nearly baif a
century old, owes much of its progress to
the 1late Mr. M. Ct. M. Chidamliaram
Chettiar, who was its Chairman aund
Managing Director for more than two
decades. Mr. Chidambaram Chettyar
was elected as the Chairman of the Com-
pany in 1931 and be died in March, 1954,
in a plane crasb in Singapure. Histragic
end is a great blow not only to the United
India Life Assurance Company and the
varions Institutions with which he was
connected, bLut to 1be industrial and
commercial life of South India. It was

during the peric.d of his stewardship that

the United India was able ta forge ahead
and attain a stature which is worthy of
mention. Latterly the War and Inflation
might have also afforded an opportunity
to develop, but ver, it was Mr. Chettyar
that instilled new life in the management.
He had that foresight and enterprise in
him that was lacking in his predecessors
to establish Branch Offices in the different
centres in the Country, erect magnificent
buildings and organise the service on
up-to-date lines. His enthusiasm and
eftorts were met with such great success
that today the United India Life Assur-
ance Company, can with pride offer
security and service to the Insuring public
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which will excell any other in the field,
Its new husiness for the vear 1953 amount-
ed to 15,266 policies assuring a sum of
Rs. 3,79,25,695. The average sum assur-
ed per policy was Rs, 2,838 as against
Rs. 2,757 in the previous vear. The busi-
ness in force as at 31st December, 1953
was 1,16,923 policies assuring a sum of
Rs. 26,96,57,855 registering an increase
of 3,583 policies and Rs. 2,04,63,897 sum
assured during the vear.

The renewal premium income was Rs,
1,01,43,600. Income from interest,
dividends and rent less incometax thereon
amounted to Rs. 28,73,169. The vield un
the mean life assurance fund was 4°32%
gross) apd 3.82 % (net).

The Life Assurance Fund has increused
during the year by Rs. 63,17,545 and now
stands at Rs. 7,45,98,593. There is an
investment reserve of Rs. 26,30,000 10
cover depreciation in investments,

The net benefits paid by the company te
its policyholders during 1953 amounted
to Rs. 48,12,741 of which claims by
maturity amounted to Rs.29,88,766, claims
by death Rs. 10,11,490 and annuities and
surrenders to Rs. 8,12,4853. The tota)
benefits paid by the company since its
inception is Rs, 3,43,07,413.

Mr. N. Rama Rau, a veteran in Insur-
ance and a colleague of the late Mr.
M. Ct, M. Chidambaram Chettiar on the
Board of Directors of the Company is
now elected ax the Chairman of the Board
of Directors and under his vuidance, the
Institution can he expected to expand and
develop still further on sound lines.
We wish the Institution every success,

(Ju~Ne 1934

LURTITITOTNNN

ASIAN BUILD NG

ASSETS EXCEED
Rs. 4,00,000,00

CLAIMS pAID

Rs. 2,50,000,00

ASIAN

ASSURANCE CO., LTD.
ESTD. 1910

HEAD OFFICE: ASIAN BUILDING
BALLARD ESTATE, BOMBAY |

BRANCHES IN SOUTH INDIA
Alleppy. Berwada, Banglore, Madras
Madura, Mangalore & Secundrabad

GENERAL MANAGER
P. U. Patel B. A, 8, Com (Lond )

»

JoNe 1934]

Insurance Club, Madras

The Annual General Meeting

The Annual General Meeting of Insur-
ance Cluh, Madras was held on 17th June,
1954 at the National Insurance Building,
Sri K. S, Ramamurthi presided.

At the outset the memters of the club
expressed their deep sense of grief at the
untimely demise of late Mr. M. Ct. M,
Chidambaram Chettiar and resolved to
communicate the <ime to the members of
the bereaved familv,

The out-going secretarv, Mr. M. Ven-
kateswarlu, read the annaal report which
was adopted by the members and the
following Office-hearers were elected to
the FExecutive Committee of the clul for
the yvear 1954-575.

All India Insurance Field Workers
Association

Qth Annual (General Mocting

The 20th Annual General Meeting of
the All India In.urance Field Waorkers
Association was beld on the 20th Mav
1954 at the Hall of the Bengal anit)na.\
Chamber of Commerce, Caleutia,  Sri
S. CoRoy, aay, i, (Arvasthan Insce.)
and Sri H. K. Sen, w.sc., F.¥. AL Actuary
graced the occasion Ly their kind pre;
sence.

After Sri B, N, Mukherjee, General
Secretary of the Asvociation read out his
annual report on the activities of the
Assoeciation far the Sescion 1953-54  Sri
Sukumar Chatterjee, M.A., delivered his
Presidential speech. \)K,

\%
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THE ANDHRA
INSURANCE CO., LTD.

Head Office : MASULIPATAM.
(Estd. 1925)

ANDHRA marches forward with a
sound and steady record.

Total Busimess in force about Rs. Ten Crores
Total Assets exceed w Twe .,
Total Aunual Income about « Sixty Lacg

Transacts LIFE, FIRE, MOTOR, MARINE
and all other Classes of Insurance.

Our Madras Office :

“Andhra Insurance Buildings"
337, Thambu Chetti Street,
G. T. MADRAS.

ALSO ‘()I"I"ICES AT — Bombay.  Nugpur,
Deihi, Bungalore, Belgaum, Anantapur,
secunderabad(bn.), Rerhampur, Ernakulam,
Bezwa\d:., Rajabinundry, Guntur, Jamshed-
pur. Calcuta, Visakhapatnam, Dibrugarh
Muzuftarpur, Allahabad, Ete. '

BOMBAY LIFE
Assurance Co,, Lid.

HO.: 45-47 Churchgate Street.
Fort, Bombay,

RECORD Business in 1953.

Proposed over Rs. 5,90.00,000
Paid for Rs. 4,89,00,000

1951 Whole Life Rs. 12-8
Valuation

Bonus -

AY

tndoyment w 10-0

PREMIUM RATES REDUCED
CONSIDERABLY RECENTLY
~. ¢ N » N . - L N :

+
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FOR SAFETY & SECURITY The BEST and the SA FEST

[NSORE WiITH Re’prf'.venlnliof;:';f' Imzurance.
THE NEW ASIATIC THE
INSURANCE CO., LTD.

NEPTUNE ASSURANCE Co., Ltd.

Clock Insurance Schemes a Speciality,

Last Valuation Bonus: Rs. 10/-&
Rs. 8/-per thousand per year
Whole life & Endowment
respectively,

Head Office: NEW DELHI.

Chairman: . N. BIRLA.

Transacts -
FIRE, MOTOR,
ETC. INSURANCE

LIFE, MARINE,

LIFE FUND: Over Rs. 1 crore

For particulurs apply to: ASSETS: Over Rs. 134 crore.,

A.- SUBBIAH

Manager, Southern Ciycle
289, Lingha Chetty Street,
MADRAS-1.

Apply for particulars 1o:-
104, Apolio Street.
| Fort, Bombay,

THE HIGHEST RECORD OF INCREASE
When Business in general was at its ebb due to adverse conditions,
The “HINDUSTHaAN’'

\ made, over previons year’s business, the highest
Record of Increase, exceeding

Rs. 2 Crore 142 Lacs.

Its progress in new business has also

been exceptional.
19853
New Business 18 Crores
89 Lacs.

This achievement is a living demonstration
of continued public confidence.

HINDUSTHAN CO-OPERATIVE
INSURANCE SOCIETY LTD,
HINDUSTHAN BUILDINGS,

Branches: ANl over India & Outside.
Madras Branch: Hindusthan Buildings,
107, Armenian 8t., Madras-1{.

g
E Completion exceeds ...
%

pH— —#—%—‘8’—‘8"—‘*’““”—‘*—*—*’3
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K"
) .
v
"

BRILLIANT

TRADITION OF
STEADY

PROGRESS.

e wesa

TR TR
WESTERN INDIA

2
| LIFE INSURANCE Co, L.
‘ SATARA. s

'

New Business for 1953 about Rs. 280 Crores
)

d Rs 2 Crores

PROGRESS :

SERVICE: Claims Paid Excee B 8 Coorer
gecurity: Life Fund over Rs. 6.

X Over 1.50.000 Policyholders

POPULARITY: 7: Renewal Expense Ratio 12°%

ECONOMICAL MANAGEMEN

ner 14 it ﬂ‘ u.ntlal PO’.O"S
i l .t' [ ] Op.niﬂqi ‘of .mbltlous aﬂd ] l
' I'gl' Y remu

V H g h Manager,
" B COM” B'””(h
. . KHAD'LKAR B A.. ‘

™~



Registered No. M. 3297.

B WQ.rden since its existence has placed constant emphasis on quality.

The attainment of size has been secondary to quality and safety.

However, the company has grownp big in size, Lusine<s in force bus now

soared to the most spectaculiy srowth of Rs. 7.00,00.000
We are happy to step into the GREATYT SUZE
to sonnd principles of Insurance U

WY faithful adberence

n«lerwriling haw bromoht ue resnlts

far more precious than size.

—THE ATTAINMENT OF STRENCTH -

Business in Force . Rs. 7.00,00.000
Income = Rs.  40,00,000
Assets Rs. 1,60,00.000
Claims Paid o Rs. 55,00,000

I 1955 WARDEN and

its Friendly group  of Insurance Companies hava plarnad
extensive development of ;

ts Business on a nation wide scale and perscos  with
experience will find it to their advantage to investigate regarding the luciative

opportunities available as District Managers, Superintendents or Chief Agerts in
vanaus cities and towns of India,

WARDEN'S FRIENDLY CROUP OF ‘NSURANCE COMPANIES
I, London Guarantee §& Accident Co.,

Lid.
2. World Marine & General Ingee. Co.. Ltd.
3. Union Marine & General lnsce, Co., Lid.

HEAD OFFICE

WARDEN INSURANCE COMPANY, LTD.

“WARDEN HOUSE *
Sir Phirozshah Mehta Road, Fort, Bombay.
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