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Indian Insurance in 1949 
TABLE I I I 

Analysis of investments 
Descriptions per cent 

THE official statistics on insurance 
contained in The Indian Insur

ance Year Book 1919, continue to 
show an aggregate expansion and 
consolidation in business, in spite of 
the difficulties imposed by partition 
and the devaluation of the rupee. It 
appears that insurance business as a 
whole got over the initial handicap 
placed on it by the partition of 
India and was driving forward well 
set on the changed conditions. 

The Year Hook shows that in 
1949 there were 339 insurance com
panies operating in India. Of this 
number 234 were Indian and 105 
non-Indian insurance companies. 
One hundred and forty-one Indian 
insurers were transacting l ife busi
ness only. 48 transacting l ife and 
general insurance business and 45 
purely non-life business. 

At the close of 1918 the published 
figures show a slight contraction of 

TABLE I — L i f e business i n 1948 

No. of New Policies 
New Sum Assured 
New Premium income 
Total No. of Policies in 
force as on 31-12-1948 
Total Sum Assured in force 

as on 31-12-1918 
Total Premium Income as 

on 31-12-1948 

new life business, which is under
standable, as the Indian insurance 
companies, in the absence of reci
procal facilities for transacting in
surance business between the domi
nions, ceased to operate in Pakistan. 
The situation further deteriorated 
after the devaluation of the rupee 
and the consequent cessation of 
monetary transactions between India 
and Pakistan. 

Table I prepared from official 
figures show that in spite of slight 
diminution of the new sums assured 
in India in 1948. the total business 
in force and total premium income 
at the end of the period show a size
able increase, over that of the pre
vious year. The improvement in 
part, may undoubtedly be ascribed 
to the return of confidence in the 
people who recovered sufficiently 

from the disturbed post-partition 
conditions. 

The consolidated revenue accounts 
and balance sheet for life insurance 
in India in 1948 is given in Table II 

After meeting all outgo, the res
pective balances of Rs. 17,49 lakhs 
and Rs. 80 lakhs were added to the 
Life Insurance Funds of Indian and 
non-Indian Insurers. The total as
sets of al l insurers at the end of 
1948 amounted to Rs. 1,91,61 lakhs 
which were invested as shown in the 
fol lowing table I I I . 

The rate of interest earned in 
1948 on the mean life fund of the 
insurers, after deduction of income 
tax at source, was 3.02 per cent as 
compared to 3.03 per cent in the 
previous years. 

In the matter of investments, the 
insurers have a very l imited scope 

as the investment policy is dictated 
by the Insurance Act 1938, under 
which the major part of the life fund 
has to be invested in Government 
and approved securities yielding 
a low rate of interest. The position 
is rendered even more difficult by 
the requirement that the yield shown 
in the insurance companies accounts 
has to be based not on the market 
values of the investments but on 
book values which are usually be
low the market values. The risk of 
capital losses due to default or de
terioration of the quality of the 
securities must be provided in 
effect, out of the interest earned. 
Such losses may be minimised by 
cautious management and judicious 
spreading of risks; but under the 
present hide—bound provisions of 
the Act, there is no choice left to 
the insurers in this matter. 

The expenses of management, in-
spite of the soaring cost from post
age to salaries, recorded a further 
fal l from 30 per cent in 1947 to 29 
per cent in 1948. 

Although the bonus earning ca
pacity of the insurers have been 
considerably curtailed on account 
of unremunerative return on invest
ments, 25 out of 34 new valuations 
of the Indian Insurers published in 
the Year Book disclosed surpluses. 

The position of Non-Life Business 
of Indian and Non-Indian Insurers 
during 1948 is given in Table I V . 
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The ratios of commission and ex
penses of management to net pre
mium income under different class
es of non-life business in 1948 are 
given in Table below 

In his report reviewing the over
al l position of insurance business, 
the Superintendent of Insurance 
draws a dismal picture of the future 
of the trade. The downward trend 

of new business having its root in 
the general economic conditions of 
the country w i l l , according to the 
view expressed by h im continue 
unti l an era of comparative pros
perity is attained. The Superinten
dent of Insurance has also drawn 
the attention of the insurers to the 
shift in income which occurred after 
the last war to groups unaccustomed 
to the insurance habit and has ad
vised them to tap new sources and 
penetrate the strata of society hither
to left unexplored. 

Around the Markets 

Some of the Indian insurers who 
transact fire, marine or miscellan
eous insurance business operate out
side India also, In the net premium 
f rom business outside India, a net 
premium income of Rs. 2,94 lakhs 
in 1948 showed an increase of 
Rs, 83 over last year. 

In 1949 there were 99 Provident 
Societies registered under the Insur
ance Act and operating in India. 
The new business effected by these 
societies in 1948 was about 17,900 
policies, insuring a sum of Rs. 
117,52, with a premium income of 
Rs. 44 lakhs. The total life insur
ance funds of these societies amoued 
ed at the end of 1948 to Rs. 87.11 
lakhs of rupees. The net rate of 
Interest realised on the mean life 
funds of the societies in 1948 was 
3.31 per cent, and the total expense-
of management expressed as percen
tage of the premium income was 
43.7 per cent as compared with 45.2 
per cent for the previous year. 

Investigation regarding the in
vestments of life insurance com
panies under Section 27 of the In
surance Act show that on 31st De
cember, 1948, companies actually 
held invested in Government and 
approved securities nearly 85 pet-
cent of their l iabil it ies against the 
maximum statutory requirement of 
85 per cent. 

The total number of licences is
sued and renewed to persons to act 
as insurance agents during 1948 were 
1,70,016 out of which 36,284 were 
issued to women. 

Enthusiasm 

STOCK exchange developments 
during the current week reveal 

that market circles are enthusiastic 
over the Nehru-Liaqat agreement and 
the forthcoming trade talks in 
Karachi. Traders are recalling the 
Finance Ministers recent observe- -
tion that the polit ical tension be
tween India and Pakistan is the 
main cause of post-budget slump in 
stock exchanges and that economic 
recovery is not likely to be sustain
ed or prolonged in the absence of 
an amicable settlement of outstand
ing issues between India and Pakis
tan. 

Sane-thinking persons in India 
and Pakistan wi l l devoutly hope tuat 
the minorities agreement wi l l be 
hi l ly implemented by both coun
tries. This is highly desirable in 
itself, irrespective of its polit ical 
and economic repercussions. This 
wider issue apart, it is difficult to 
appreciate stock exchange enthu
siasm except as a psychological re
lease from the state of tension True. 
the agreement has been hailed as a 
demonstrable proof that disputed 
isspes between the two countries can, 
and should, be settled amicably. 

Hurdles 

But. there are many hurdles yet 
to be surmounted. And Kashmir 
st i l l remains the major stumbling 
block. As long as the Kashmir 
issue remains unsolved, it w i l l not 
be possible for either India or Pa
kistan to reduce disproportionate 
defence outlay. Some time, some 
day, India and Pakistan may be com

pelled by force of circumstances to 
become and stay as good neighbours. 
T i l l then, the defence outlay w i l l 
continue, And, it is common know
ledge that there can be no prospect 
of any further cut in taxation as 
long as defence expenditure remains 
at current levels. 

Resides defence, the Union Gov-
eminent have immense responsibili
ties toward resettlement and reha
bil itation of displaced persons. 
Events in the two Bengals since the 
presentation of the budget strongly 
indicate that actual expenditure un
der these items wi l l far exceed esti
mates. Even if it becomes possible 
to reduce defence expenditure in 
the coming year, the Government's 
outlay on displaced persons is like
ly to continue for some years. For, 
despite pious hopes entertained in 
some quarters, it is doubtful whe
ther, and if so. when, the reverse 
flow of displaced persons to Eastern 
Pakistan wi l l commence. That much 
about the implications of the l imit
ed agreement in relation to mino
rities as regards public finances and 
the possibility of further, tax con
cessions. 

Trade Talks 

It may be argued that optimism 
in trade and business circles is not 
as much due to the minority agree
ment as to bright prospects of a 
truce in the economic warfare be
tween India and Pakistan, Both 
countries have much to gain f rom 
mutual exchange of goods and ser
vices. Trade harmony is as desira
ble as polit ical amity. Geographi
cal boundaries or poli t ical decisions 
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