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Insurance in 1955
( Contributed )

THE
forty-second Issue of the
Indian Insurance Year Book
1956 compiled from the returns for
1955 submitted by insurer companies
to the Department of Insurance is
the last of its kind. A new chapter in the history of the., business
was opened on January 19, 1956
w i t h the promulgation of the Life
Insurance (Emergency Provisions)
Ordinance I of 1956 vesting the
management of the controlled business of the insurers and provident
societies in the Central Government.
This change-over has been hailed by
the Controller of Insurance in his
report prefacing the Year Book "as
a momentous development" affecting Indian Insurance since the publication of the last issue of the
Year Book. After a period of six
months, during which .the business
of Indian insurers was supervised
by Custodians appointed by the
Ministry of Finance, the controlled
business was transferred to the Life
Insurance Corporation of India,
established by an A c t of Parliament
on September 1, 1956. On the day
preceding the establishment of the
Life Insurance Corporation of India,
there were 312 insurers registered
under the Insurance Act 1938, of
which 102 were non-Indian companies. The number of Indian insurers transacting life, life and general,
and purely general insurance during
the period was 107, 38 and 62 respectively. The corresponding figures
for non-Indian Insurers were 3, 12
and 90 respectively.
Life Insurance Business
Compared w i t h 1954, there has
been an increase of nearly 46,000
in the number of policies issued,
Rs 76 lakhs in the sum assured and
Rs 38 lakhs in the yearly renewal
premium income in the new life
insurance business transacted in
India by Indian insurers in the
year 1955. Out of the total new
sum of Rs 238.3 crores assured in
1955, the share of non-Indian insurers was Rs 17.4 crores. The net
total life insurance business in
force in India at the end of 1955
amounted to 44,43,000 policies insuring a total sum of Rs 11,23 crores
(including bonus additions) yielding
a total premium income of Rs 51.18
crores. Of this, the share of nonIndian insurers during the year

amounted to 2,27,000 policies assuring a total sum of Rs 139 crores
w i t h a yearly premium income of
Rs 7.53 crores. The average sum
assured per policy of Indian and
non-Indian insurers amounted respectively to Rs 2,950 and Rs 7,859.
Compared to the steep rise in the
volume of new life business underwritten in 1954, the business in 1955
did not show such marked progress.
This is probably due to the fact that
the field force of insurers slackened
somewhat after the Intensive business drive given by them to exploit
the reduced premium rates' introduced in 1954. An appreciable percentage of the new life business in
1954 was secured by replacement of
policies Issued prior to 1954 at the
old rate of premiums. The discontinuance of staff insurance schemes
by the middle of 1955 also affected
new business to a certain extent.
Table I below shows the new business and total business in force
for the decennium 1946-55.

Income and Out-go
The combined experience of all
Indian insurers in the matter of
lapses, classified according to mean
duration, shows that lapses continued to be heavy in 1955. The ratio
of total amount of lapses to the
mean gross direct business In force
during the year works out at 9.0 per
cent as against 8.5 per cent for
1954. The total revenue income of
life Insurance business of Indian
and non-Indian Insurers in 1955 was
Rs 64.07 crores and Rs 9.94 crores,
respectively.
The corresponding
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figures for out-go by way of claims,
surrenders and other disbursements
were Rs 36.94 crores and Rs 7.63
crores. The balance of Rs 27.13
crores and Rs 7.63 crores. respectively, was added to the life funds
of the insurers.
Table II shows the sources of i n come and out-go in respect of life
insurance business of Indian and
non-Indian insurers for 1955. On
the out-go side, it w i l l be noticed that
payments to policyholders by way
of claims, surrenders and annuities
by Indian and non-Indian insurers
In 1955 amounted to Rs 17.98 crores
and Rs 4.95, respectively. The ratios
of over-all expenses of management to the premium income of
Indian and non-Indian Insurers in
1955 were 33.4 per cent and 21.3
per cent respectively. The net renewal expense ratio of Indian insurers in 1955 was 17.3 per cent as
against 14.7 per cent for the previous year.

Asset Pattern
The controlled funds of Indian and
non-Indian insurers at the close of
the year stood at Rs 325.75 crores
and Rs 54.98 crores, respectively.
Table I I I below gives the distribution of investment of the assets of
Indian and non-Indian insurers. As
on December 31, 1955, Indian Insurers held 48.5 per cent of assets
in securities of the Central and State
Governments.
The corresponding
figure for non-Indian insurers was
28.5 per cent. The average net rate
of Interest earned on mean life
funds of Indian and non-Indian
insurers in 1955 were 3.56 per cent
and 3.21 per cent.
On the same date, the total deposits held in trust under the Insurance A c t 1938 by the Reserve Bank
of India amounted to Rs 9,75,03,000
in Rupee Securities, £ 2,12,000 in
Sterling Securities, Rs 12,32,000 in
Co-operative Bank Debentures guaranteed by State Governments, and
Rs 4,49,000 in cash. On August 31,
1956, there were 71 provident socleties registered under the Insurance
Act 1938. The new business of these
societies amounted to 25,349 policies insuring a sum of Rs 2.20
crores and yielding an annual premium of Rs 6.32 lakhs. The total
sum assured ( w i t h bonuses) in force
at the end of 1955 amounted to
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Rs 52.8 crores. The total assets of
the provident
societies as on
December 31, 1955 stood at Rs 1.20
crores. The net rate of interest
realised on the mean Life Funds of
the societies in 1955 was 3.63 per
cent and management expenses
formed 42.5 per cent of the total premium income.

General Insurance

1955 is as follows:
Particulars

Commission
(Rs lakhs)
Life Insurance
4,87,32
Fire (on Direct Business) 1,70,67
Marine (
-do)
71,09
Miscellaneous ( -do)
85,30
On account of nationalisation of
Life Insurance business in India,
the Life Executive Committee, I n surance Association of India formed

The controller of Insurance, while
reviewing the trend of non-life insurance business during the year 1955,
remarks that the gross direct premium written in India registered a
sharp increase compared w i t h the
previous year.
(See Table, I V ) .
The total net premium income of
Indian insurers transacting non-life
business was Rs 7.49 crores inside
India and Rs 9.49 crores outside
India.
The corresponding figures
relating to gross premium written
direct were Rs 13.55 crores and Rs
5.37 crores, respectively. The net
premium income of non-Indian i n surers inside India was Rs 6.70
crores and the gross premium i n come written direct in India was
9.18 crores. The claims ratio to
the net premium income of Indian
and non-Indian insurers together
was 31 per cent for Fire, 67 per
cent for Marine and 47 per cent for
Miscellaneous. The ratio of expenses of management (excluding commissions) to net premium income
was: Fire 34 per cent; Marine 27
per cent, and Miscellaneous 27 per
cent in the year under review.
A notable development in 1955
affecting general insurance was the
formation of the Indian Re-insurance Corporation L t d w i t h a capital
of Rs 10 crores to absorb the excess risk hitherto placed abroad.
The equity of the Corporation has
been subscribed by Indian and nonIndian insurers. The Head Office
of the Corporation is in Bombay.
Insurance Agents
At the close of 1955 there were
3,12,896 agents licensed to canvass
insurance business in India, of whom
86,050 were new entrants. Besides,
the number of certificates in force
to act as Special Agents, Chief
Agents and Principal Agents were
6,359, 323 and 802, respectively. The
appointment of Chief Agents and
Special Agents has since been terminated by the Life Insurance Corporation. The net commission earned
by non-salaried field workers of
Indian and non-Indian Insurers In
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under Part 11A of the Insurance
Act 1938, was dissolved and the
rules and conditions framed have
not been made applicable to the Corporation. The General Executive
Committee has evolved a fresh code
of observance for general insurers
and has recommended that the I n surance A c t 1938 be amended to
empower the Government to carry
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out periodical inspection of a l l general insurers to see if specified m i n i mum departmental reserves and
minimum security margins of investment are maintained, and to enforce
the collection of premiums before
covering the risks in certain classes
of Insurance.
The Year Book contains the usual
features of windings up and convictions by Courts for contravention
of Sections 11 and 15 of the Act
in 1955. Two insurers, viz, the
Bharat Insurance Co L t d and the
Jupiter General Insurance Co L t d
continued to be managed by Administrators in 1955.

Association Meeting

Indian Insurance Companies' Association
General Insurers Urged to Tap Vast Potential M a r k e t
T H E view that the progressive
implementation of schemes for
the economic
development of the
country was bound to result in a
gradual Improvement in the general
living standards of the people,
thereby providing ample opportunities for insurers to add to
their
premium income, develop new lines
of business and improve further the
lines they were engaged in, was
expressed by Shri R M Desai, Chairman of the Indian Insurance Companies' Association, while presiding
over the 29th Annual General
Meeting of the Association, held on
Tuesday, the 23rd July, at Bombay.
Shri Desai emphasised that in order
to explore and utilise the vast
potential market, they required
strong indigenous units with high
administrative standards, capable
of rendering efficient service.

Foreign Exchange
At the outset, Shri Desai stated
that a disquieting feature of the
national economy was the decline in
foreign exchange resources, necessitating the imposition of severe,
and in some cases total, restrictions
on imports and foreign travel. It
would be necessary to step up our
exports—both visible and invisible—
if this problem was to be tackled
effectively and on a long-term
basts. In this connection, he mentioned that Indian insurance companies,
through their operations
abroad,
had proved a
valuable
source of foreign exchange earnings.
The Association, he said, had decided
to set up a separate Wing of Mem-

ber Companies who might be directly or indirectly interested in operation of overseas business. Referring
to the recently set up India Reinsurance Corporation Limited, he
remarked that it was a happy augury
that Indian and other insurers were
co-operating
in a joint
venture
which was intended to meet a longfelt want for providing adequate
reinsurance facilities to the trade.
Principal Agents
Proceeding, Shri Desai referred
to the Imminent
termination of
the principal agency system which,
under the existing
provisions of
the Insurance Act, would come to
an end after
31st August 1957.
He stressed that the chief agents
in the past and the principal agents
of today had rendered signal service
to the insurance industry and the
insuring public and they provided a
useful link between the insurers
and the insured. "Discontinuation
of Principal Agents," he said.
'would have far-reaching
repercussions and should be
deemed
particularly unfortunate at the present juncture when major efforts
are under way to put the insurance
business on a sound and healthy
footing."

Code of Conduct
The Chairman next alluded to
the Code of Conduct for general
insurers which had claimed
the
special attention of the Executive
Committee of the General Insurance Council almost from its i n ception. He recalled how a Code
of Conduct was evolved in 1952
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w i t h a view to setting up standards
and sound practices for conducting
the business and an administrative
machinery was also
created to
ensure proper observance
of the
Code. The hopes
entertained at
that time did not, however, come
true, the Code having tailed by
and large to produce the desired
result. The Committee thereupon
reviewed the whole position and a
revised Code had come into operation since 1st January 1957. He
declared that the Code represented
a determined effort on the part of
general insurance industry to set
its house in order and should receive the "earnest support of all
those who wish that this important
business should continue as a free
enterprise in the private sertor".
Emphasising that the stabilisation of the market on the basis of
new standards would imply avoidance of competition among insurers
for securing one another's business,
for a period of two or three years,
the Chairman observed that such
a course would create the confidence that no company would lose
through adherence to the Code. He
urged that at least top Indian units
should, besides conserving
their
business,
devote their
energies
entirely to creating new business.

Need for Strong Units
The future growth of general insurance, said Shri Desai, was bound
up w i t h the progress of industrialisation and the diffusion of insurance consiousness among the mass
of the people. In this connection,
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he emphasised the need for a wellorganised and integrated market
formed of strong indigenous units,
w i t h high administrative standards,
capable of rendering efficient service. Further, the premium rates
also would have to be economic
and attractive enough to induce
people at all levels to insure their
properties and their
commercial
activities against various types of
hazards encountered from day to
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day. In the fire, miscellaneous
and marine sections,
where the
rates
were tariffed, the
Tariff
Committee, representing the trade
was alive to this need and was
trying to bring the tariff rates in
line w i t h loss experience.
The Chairman pointed out that
w i t h the expanding scope of insurance in India, there would be
a growing demand for
trained
personnel, both in the Office and
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on the Field, qualified
to give
efficient service to the
insuring
public.
He
said it was
very
heartening to note that the Insurance Institutes in India were
providing the requisite training
facilities to insurance
personnel.
Finally, Shri Desai felt
another
matter which deserved their earnest
consideration
was
proper
publicity designed to spread
the
"gospel
of
general
insurance".

