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INTEYNATIONAL (I)OPERATIVE ALLIANGE
‘Regional Office & Education Gentre for South-East Asia . o
Post Box Number 639, 6 Ganning Road, New Deliil. Tndia. >

_'Presidential Speech by Mr Bralm' Perkesh, Géneral Seoretary o
N ational Gooperative Union of India delivered on 6th February

1., A.t ‘th‘e.‘outset,v I should thank the Insurance Goeperetive Societies
in ]'_ndla for having given this opportunity of convening the All. India
Insurence Seminar to the National Cooperative Union of India in-
collaboration with the Intemational Gooperative alliance.

2" For some time now, we have beenin aquaintance with the problems
iof 000pei'ative insurence societ'ies.'The heéd wa.s, -however, felt by many
that thé Insurance Gooperative Soc:Let e should come together and '
discuss their problems of common mterest This: would help not only
-clarifying. ’chelr issues but also help sthers ' in understanding their
problems, It. was: with thls objectives, that this Seminar has been:
-conVened We he.ve t:med this Seminar now, e.lso (o benefit from the
valuable advice of the experts commg from Rem urance Bureau-of the
International Cooperative Allience. I am glad to note that ‘the response
from. the: insurance socletles as well as from the Govemment to our
" invitation ‘has beern very favourable. I thank all of you. for having .
acoepted ‘our-invitation. ’ '

3.  Dr Saxena in his welcome remarks had ably .summarised the existing
position and the problems 'of the cooperative insurance - 80c1eties He
‘has a.lso indlcated the areas requiring’ immedlate attention of both

the insurance cooperative societies and the govemments. To that
extent, he has very much lightened th¢ task. 411 of you are in fact
-closely associated with the day-to-day working of the coepemtive :
insurance ‘societies and are very'mhéh aware of these problems. However,
I may meke a few general remarks for your 'cons ideration in your -
deliberations in the Seminar. o



. L, »;
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4o . I for one some‘b:’unee begin t.o *feel that we 1n India. ha.ve relatively
neglected the development of ocoperation in the field of insurance.
Since mdependence we have given great importance to the development of
cooperative sector in our planned development Our plans have
emphasized the role of cooperation ag an mstrument of, economic
democracy. and consequently ‘the princlple ‘basis of organisation in many
" branches of sconomle life. dccordingly, many gconomic enterprises have
been orga.nised in: the f:l.eld of eredit, marke‘bing, processing, housing,
industries, transport, ete, The Government has come out in a big way to
 help the growth of cooperative,s financially and otherwise. While
V_developing cooPerat:.on in d:.fferen’c. sectors, we have also laid great
stress on.their mtegration and mutual support‘ Necessary care has been
taken at every stage to ‘see that cooPeratlves in one sector suppox“t
and help ‘bhose in other sector; so that a.’l.l of them grow together.
Although we have followed such mtebrated aparqacb J_n different i‘ields
we seem to have.relatively neglecte_d the developme}nt‘ of cooperatives in
the sphere of insurance. After all, insurance is basically e process
of collective cooperation for sharing the common risks. Cooperatives are
business organisations and they are to take risks et every stage. If
they are t prosper, they should alao cooperate in sharing the common
rigks. It wuld be the natural asp]_ration of the cooperative
mstitutions to. provide for their msurance through their own msurance
organisation which conforms tc accepted standa.rds of service and
Refficiency. In our programmes of coopera.twe development, we have not
leid as much stress on this aspect of business as 1t deserves.
T There are at present only flve cooperatives working in the field’
of . insurance. The fifth one started mnctloning only since the beglnning
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6. The report of the Study Team on Genersl Insurance Cooperatives
appointed by the Ministry of Community Development and Gooperatibh
presents the existing position of the cmoemtwes in the’ msura.nce
sector and also highlighted their draw back«s and wea.knesses. I am glad
to note that the Study Group emphasised that nationallsatlon can ﬁne_ver
be a substitute for.cooperativisation, It has stated that "Mutualizy
and. collective cooperation are the basic principles of insurance and
the State should accept the ‘co‘oﬁerative form or organisatj.on in the

.insurance sector as a desirable approach and also as an integrated part

. . of naticnal policy." You all know the recommendations of the Study Team.

It has been reccmmended that cooperative ‘i_nstitution's should insure

- compulscrily with .approved cooperative insurance org'ahisa:tiuns. For this
purpose, it has recommended the organisation of a éoopérative insurance
society one in each State in those States where a minimum annual business
of Rs. 5 lakhs gross premium is expected. It has also recommended that the
State level sucieties should federate into a national federation, to
coordinating the activities of state level sociéties, _layihg down
policies and supervising the functioning, and arranging the reinsurance

- of all the state level societies. I anm suré, they é.re very impq'ftant
suggestions on which thc Seminar may like to deliberate for thé purpose

" of evulving concrete pmuramme for future actlon. /

7. Besldes these; I know, you have some mmedlate problems two. -The

- eircular issued by the Ministry of Finance to the effect that the business
-of coopérative societies where the government is directly‘ or .:‘md'irectly
interested should be placed with the Life Insui‘ancéicorporation of india,
hag been troubling your minds very much. a4t 'the 'r,equest of the insurance
societies, the National Cocperative Union of India took this mattér with

* the Ministry of Finance. We have received a communication from the Minister.
of Finance to the effect that there is nothing :'l.nuprinciple aga'inst
government aided or assisted cuoperative sqcieﬁies, plaping their
insurance business with cuoperative insufance societies but before this
was done, 1t would be desirable to check up the financial position and
the ahticedents of the coc.peratlve msurance soclety concerned to ensure
‘that the claims made oi‘ such insurance soclety as and when they arise

shall be properly and readily made. But, however, in actual practice



the position did not seem to be so favourable. We have here the -
representetives'of'the _ovemment . You may 1ike 0 exchange ideas
~on this matter and sug est a concrets line of action to be followed

by cooperatlves.
‘ 3. +The Government of India had constltuted recently a Consultative

Gommn.ttee of the Presidents of a.ll the natlonal level cooperative

' organlsations. The government is expected to consult them before taking
any decusion on cooperative policies. We have o similar standing committee
in the NOUI to take the prcblems of cur member-organlsatlons I propose
to teke up this su.b;]ect 1n the next meeting of the Standing’ Committee..
9. In the solution of varicus problems connected with the insurance

o 1,pere.t:we socidties, we need to support and strengthen each other.

The NCUT is there to offér serv:Lce to their member-. Jrga.nlsations It
‘would be a great advantage if the coope:‘atlve ingirance sccieties
coordin&te their actlvitles and approach the Governments continuously
through the N CUI. S:Lm:xlarly, I would very much apprec:.a.te that the
coopemtlve insurance socletles develop their contacts . with thelr sister
orgo.nlsations abroad for the purpose of reinsurance and also for obtaining
various expert a.dvme throuoh the Intemational Cooperative dlliance. me

Zro oes%.pt the CUllecthG memborshlp in the ICa very shortly. &s you are
aware, one of tha flelus in which the Interhational Cooperative illiance
did a very good Work 18 in the field of cocperative insurance. The fe-
msura.nce Bureau uf the IC hes been offer:.ng lot of useful service
to their member—organlsatlons in the promo tion: of cOOperatlve insurance.
I am glad that thelr experts are here to guide a.nd advise us in the

" solutlon of the various problems the movenént has ‘been facing at present
in the field of cooperative insurarce -in India. I am sure, this
Seminar will provnie a very Lood opportunlty to- pool your experiences
in the field and give the mltlal push necessary for a sustained growth

of cooperative znsura.nce.
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Speech delivered by Dr S.K. Saxena, Reglonal Officer,
International Cooperative Alliance, New Delhl , on
February 6, 1967.

, Mr Chairman, Distinguished delegates, members of the ICA
Reinsurance Bureau, Fellow Cooperators, Ladies and Gentlemens:

It gives me very gfeat pleaeure to welcome you all to the‘"
opening session of the Cooperative Insurance Seminar organised by the
International Cooperative Alli.ance>Regionel Centre for South-Bast
Asie-invcollaboratibn with the National Cooperative Union of India.
Ever sincc the ICA drew up the programmevof long-tern technical
assistance which was approved by the Congress ofvﬁhe Alliance at
Lausanne in 1960, the ICA Regional Office and Education Centre for
South-East asia have given unremitted attention to the promotioh,of
cooperatives in this part of the world, In achieving this broad
objective, we have particularly tried to'develop pregrammes of
intensive education and have orgenised such meetings as the present
iibhe,lprimafilyiwithﬁ&&Viewitofaﬁ}anging~for?an~interdhahge“bftidees
on an-intra-regional basis, ofton with the help=r of ‘rogourcs’ persons
from: advanced cooperatlvb movements, For- roasons ‘whith areprimarily
connected with the historical orlentgtlon of COOpwrathp movements
in South-East isia, our major focus in such meectings has been on
problems gf credit, marketing, processing, distribution and the
techniques employed for member educsation in cooparative societies.
Subjects such as coqperative.insurance have not received enough
attention and it is, therefore, a matter of particular satisfaction
for us that we have been able to get together a team of hlghly
Mcompctent people both Trom India and from some of the leading
Cooperative insurers of the West, to review some problems of 1nsuranee.

This is of course not to say that we have not touched the subjecﬁ'of
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insurance at all. Tn fact in March 1961, we organised 8 Symposium
for cooperative insurers of Indla. The group was asslsted by a
resource person from the Folksam, Sweden. At that Symposium, we had,
in a rather general manncr,'the experlences narrated f?om the
Swodlsh movement, “shd ‘dttempted t6 ‘draw some lesscns for the movement
in Indla..Je discussed a number.of aspects related to cattle and
¢rop 1nsurance in India. We took note of: ‘the study of Mr. Priolkar
reaardlng the possibilities of 1ntrodu01ng crop and cattle ingsurance
and found that thc two ‘schemos formulated as a result of the study
did not mﬂterlallze for reasons of costs and non—rcsponsiveness of
some State Governments., The Symposium also concernad itself with the
pilot scheme for orop 1nsurance in onc of the Indian States and
spelled out the f1nanc1al implications, the moral hazards and the
difficulties encountered in the 1mp1emontatlon of the schemo. We
concluded that thé very hlgh risks associated with agrlculture and
cattle, tho ‘non-availability of the requircd statistics such as loss
ratcs 1n different yscars, the intricacies 1nvolved in the selection
of -areas with = view to spreadlng risks, the largc amount of

esources nceded ‘and the training requiremcnts; were somc of the
major problems: that had to be solved in the successful 1n1tlatlon
of cattle and crop insurance schemes.’ 7 4 ’ ’

As our work penetrated the -other countries in the Region and
as we oursclves became more acgquainted with the'progfess of coopera-
tive insurance in South-East Asia, we felt the need for arranging
a Regional Scminar so that significant national developments could
be projected befors a South-Easﬁ isian sudience and critically’
discussed with a view to examining the possibility of their
adaptationftomother countries. In September 1963, therefore, we

arrenged a Seminar on Coopefatime Insurance in Kuala Lumpur, witn

a scope that waS'broader‘both in its geographical coverage and also
in terms of the range of subjects discussed. Wevwere again fortunate'
in having three resource persons from the Folksam, . Swedon, and with
their ass1stanco, we reviewed the factors resoon31ble for the

development of COOpuruthb insurance, duntiflud some fields of -
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special importance to coopcrative insurance, crop and cattle insurance,
1nsurancc for flshermon, the organisational and flnanclal problems

of 2. COOpOTathu 1nsurknne socisty, and, flnally, thers was a pancl
”lSCUSSIOH on "How to Orgenize a New Coopuratlvb Insurancu Society",
W1th1n the basic framework of a cooperative oranls rtion with its
spaeifie 1dbological connotatinons, we further examined the hazards
involved in executing schemes of crop insurance and exemplified this
by the experiences of Japan and Indiac; some efforts made in India in
the field of cattle ingurance were spelled out; the potbntlalltles

of insurance for fishermen were noted. We further considered the size
of cooperative organisation and noted the supreme importanée_of agonomic
viability ané studied the impact of growing size on increased
rationalization end mechanisation af several procedures and processes.
Wo undprlln’d the rather large and iunJamcntal problom of lack of
trained pursonnol aznd explored the possibilities of providing adequate
training arrangements. The. Seminar finally went into the problem ofA
capitalisation of an insurance society and discussed‘its investment
programming and concluded by noting some of the interesting
experiments made in South-East isia, particularly in Malaysia, where
large and powerful cooperative thrift and loan societies had extended
| their support to cooperative insurance movem:nt. In brief, the
Seminar provided us with an excellent opportunity. of gathering a large
amount of factual information and of having it systamatically
distributed to persons and organisations that count in. the field of
cooperztive insurance, , . .

While the Symposium of 1961 was enchored firmly in the Indian
context and, therefore, did not discuss the problems of life
essurance, the Seminar of 1963 in ¥uala Lumpur concerned itself with
various types of insurance including 1life. In the present meeting,
we again rocturn to India in an attempt to examine some problems which
are being faced by the cooperative insurance societies in this
country. I believe that Cooperative Insurance in India today is
at a critical point of tims in its history a.} the pressing problems
which the movement faces more then justify the need for this

Conference. The documentation which has been circulated and which
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presents interes ting insights into the dlfforent cooperatlve -insurance
%OCItheS, also throws’ up a number of" espects which the group will have
to keép constuntly in mind order to arrive at meaningful conclusions.
In India today there are four cooperativo insurance societies and a
- fifth one'hﬁs bzen recently registered. The Study Téam on Generél |
Insuiance Cooperativés which was appointed in 1964 by the Government
¢f India made a genéral aszsessment of‘the coopérative insurance"
societies and concluded that their "functioning shows that by and large
the standard of their working including financial management and
services rendered by the institutions is such as should justify the
confidence of policy holders. This is as good as could be expected of
a e001uty with & similar level of operation in the sector other than
coopcratlvo" Yet those societies are, by and large, small
organisations; the clientele they cater for is one which-involves them
into high administretive costs; their financial resources are too
meagre to allow them the power which comes from an assurcd risk. taking
capacity and from developing a programme of investments which would
further multiply their insurance business. On the other hand,,the Life
Insurancc~06rporation,‘which is the sole organisatién concerned with
Lifs insufance and which has. alsc begun to be active in the general
field, has, by virtue of the,subsfantiai funds at its‘disposal5'begun
to finance large concerns on cvnaition‘of tying down the latter's
bu iness unto itself, This has bocome a purtlcularly 1mpor tant problem
for the cooperative scetor since the abollthn of the Indian Insurance
Companies Pool in 1966 and the passing on of all the business, at the
direction of the Central Govermment, to thes LIC and its subsidiaries.
If I appear to have somewhst unduly narrowed down the problem
faced by the movement in India today, Mr Chairmen, it is not merely
in order to be polcmical. Seen from tﬁe vantage point of ﬁoday, the
present situation mirrors in-a very real sense the problems that the
moviment has historically led upto, its wezknesscs caused by
fragmentation; its vigour that has allowed it to continue in the face
of severe hardship; its aspirations and, above all, the general

socio-cconomic context-in.which the movement is operating in India today.



Arising out of the situation which I have just dcsaribed I
thlnk the Seminar will have to attempt to answer one large single
question which I would formulate as follows What is it that
‘constitutes the strength of tho Cooperatlve Insurance Movement and,
keeping in view the present 51tuatlon in India, what meagures should
it teke to. achieve the desired objectives? While the first part of
the question is more conceptusl in naturs and should constantly
undcerlie the discussions at the Seminar, the second part must be
answered in procise operational terms. Here, for the sake of discussion,-
one may have to meke a dlcbotomv between external strategy and internal
organisational and economic problems. In "external strategy", the
Seminar will have to examine the steps the movement must take and the
pressures it should generate at different levels in order to mould
the situation in tha coﬁntry incrzasingly to its own advantage, But
more importantly, perhaps, the Seminar must devote its detailed
attention to the measures which would give the cooperative insurance
societies the required economic strength. idditionally, what broad
areas of understancing, if ony, are necessary to be arrived at among
the cooperative insurance societies thomSAlves to develop consolidated
strength v1s-u~v1q other agencies working in the field? Furthermore,
what is the support cooperative insurance societies in India should
reasonably expect from the cooperative sector as a whole and how
should that support be achicved? It is not an unreasonable suggestion,
often made in India, thaf the business originating from the
cooperative sector should go to cooperative insurance societies. The
Cooperativsz Wovemcnt works within an ethlc which dicdates its. own
code of discipline of which loyalty to the movement as a whole must,
ultimately, form an integral part. But the enforcement of this code
can be effective only if it is based on the efficiency of services
‘ prov1ded by societics rather than on some extbrnal constraints.

‘ _ Finally, Mr. Chalrman, it is important that both ideologically
and operatlﬁnally, the cOOpurathO insurance movement in India should

actlvely play its role in, and dlscharge its responsibilities within



w o .
“the 1nternhtional fraternity of Coop°rators whlch the Allianes
‘symbollzes and, in the field of insurance, the ICA Insurance '
ﬁuxlllary Committee concretlzes. It is for this reason that 1 am

| partlcularly grateful to the ICA Re-Insurance Bureau for having
.accepted our invitation to take part in this Ss mlngr. The Seminar
© would make every effort to druw upon their exportlse and I hooe
“this gatherlng will oventuallf ‘lead to. 1ncr9331ng frultlon of
:bu31ness relations batweon tho Inﬂlan Cooperatlve Thsurance Movement
" and ‘the ICA Re-Insurance Burcaui

Fcllvw Coopcrqtor )1st1nvu1shed delegates, let me once

na gain welcome you very warmly to the IGA—NGUI Seminar.-
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COOPERATIVE INSURANGE IN INDIA s PROBLEMS & PROSPECTS
February 6-8, 1967. New Delhi

DRAFT REPORT

& national seminar on Cooperative Insurance was organised in New Delhi
by the International Cooperative alliance, Regional 0ffice and Education
Centre for South-Bast 4sia in collaboration with the National Cooperative
Union of India. The Seminar was held from February 6 to 8, 1967 at the

" Indie International Centre, New Delhi. The delegates represented the
cooperative insurance scctor in India and the Government of Indid in the
Ministry of Food, Agriculture, Community Development and Cooperztion.
The four member team of the ICA Reinsurance Bureau also participated.

A list of delegates as also a copy of the prng;annne are attached.

The various cooperative insurance societics were briefly presented.
These were: The Cooperatsive Fire and General Insurance Socisty Limited,
Madrass the Cooperative Geferal Insurance Society Limited, Hyderabads;
the Union Cooperative Insurance Society Limited, Bombay; the Societe
Cooperative d” assurances "La Prevoyance Socisle", Brussels, Belgium;
the Nationwide Mutual Insurance Company, Columbus, United States;
FOLKSaM, Stockholm, 8wedens and the GCooperative Insurance Society
of BEngland., Mention was made of their capital and surplus position,
the parliamentary and voting structure, the organisation of their

field force and training facilities.

Gooperative general insurance in India is of a rather recent origin,
The first one to be established in India was the Cooperative Fire and
General Insurunce Society Limited, Madras, in 1941. Today there are
four cooperative general insurance societies transacting business and
in addition another socicty has recently been established in Maharashtra.
The principal aim for establishing the societies was to provide economical
and efficient services to cooperatives and also to keep the cooperative

premium within the Cooperative Movement itself. With the exception







of the societies in Madras and Maharashtra, the other thres societies
are registered for gndertaking operations on an all-India basis. The
Orissa Cooperative General Insurance Society has, besides its head offices
in Cuttack, two branches only. The Cooperative General Insurance Society
Hyderabad and the Union Cooperative Insurance Society Limited, Bombay,
are however operuting on national basis. Their field force consists of
6,000 and 12,000 agents respectively spread over the.entire country. The
total premium underwritten by the gencral insurance sector in India
in 1964 amounted to 450 million Rupees out of which the cooperative general
insurance sastor was responsible for 15 million Rupces. Out of the latter
amohnt, 75 per cent was handled by one socicty, the remdining 25 per Cenf
being handled by the other three. 41l types of insurance policies are being
underwritten by the cooperative insurance sector. Besides the most usual
types of policies like fire, marine, accidents etec., certain experiments
with new coverage have also been tried out, for example, cattle insurance.
It was found that the overwhelming majority of premium to cooperative
insurance societies still originated from the cooperative sector, a situation
which contrasted sharply with the cooperative insurance societies in Burope
and the United States.
In the presentation of the cooperative insurance movement in India,
the following main points were made:
1. Due to the increasing diffusion of cooperative tasks away from the
Registrar of Cooperative Socizties, the buginess accruing from the cooperative
sector to cooperative insurance socisties was likely to slacken. .
2. The ways to ensure that commission from cooperative sources was kept
within the cooperative sector were discussed and in this connection the
merits of the individual acting as an agent as against a cooperative
organisation were discussed. ‘
3. Cooperative insurance societies were facing a serious problem as a
result of the Reserve Bank’s recent Banking Regulations act under which
banking institutions including the cooperative banks were not allowed
to contribute more than 2% of the total share capital of a sister
coopefative ingtitution. What is more, if the contribution they had made
was more than 2%, the same could be withdrawn by the cooperative banking
institutions, thus posing a serious problem to the capital structure OfA

the cooperative insurance societies.
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‘ "
4. Some attention was also given to the investment by cooperative
insurance societies within the cooperative sector itself and various
examples were cited to illustrate this practice both from the Indian
and Wgstern contexts.
5. The various formms in which commission was paid were also discussed '
namely, the actual payment to the agent or working the benefit into a
lower premium structure. Different practices in this regard between the
Buropean societies on the one hand and the United States”’ Nationwide

on the other, were noted.
Bconomic Size of a Cooperative Insurance Society

When discussing the economic size of an insurance enterprise,
it was stated that no general rule could be applied in this regard.
as an indication, it was mentioned that a great number of small mutual
insurance companies exist in the field of cattle and fishermen’s
insurance providing very good service to their member-policyholders. The
development in the insurance world today is, however, towards larger
units which trend indicates that mass coverage is the most economical.
4 large sized insurance enterprise is financially much stronger
than a small sized society. Such financial strength is helpful in

effectively meeting competitiony it allows for experimenting with new
types of policies; mukes it possible to employ qualified techniciens
and specialists to guide and advise in management affairsy pemits the
use of modern business machines; and, finally, permits the underwriting
of lurge risks. In addition, a large sized enterprise operating over a
large geographical area would automatically spread the risks very
effectively which is the fundamental mechanism of insurance.

In this connection, the Seminar devoted its attention to what,
in the Indiian context, would be an economicelly viable unit. It was
stressed that before a unit is established in a certain area the need

for careful investigation of the potential market, the minimum business

required etc., was of utmost importance. The Seminar wanted to know the

basis on which the figure of Rs. 5 lakhs was arrived at by the Study
Team of 1964.
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Tae Cooperative Insurance in India and the Life !,/")///

Insurance GCorporation of India

Prior to 1956, the cooperativé insurance societies were transacting
all types of business on a restricted basis, both in respect of the ‘
geographical area as well as the underwritihg of risks. This
limitation in business was mainly on account of the small size of
the cooperative  insurance societies which had to operate with limited
resources in competiltion with the insurance companies in the private
sector. Until 1956, cooperative insurance was able to expand its
business on account of the development of cooperative industries and
institutions during the Second and Third Five Year Plans and because
of the effective services it offered. However, this year also marked
the entry in the general insurance business of the Life Insurance
Corporation of India through its subsidiary. Subsequently, in 1964,
the LIC itself entered the general insurance field and this created
enormous difficulties for the insurance cooperatives on account of the
severe competition of the financially powerful LIC which also enjoyed
the backing of the State.
‘ It was réported at the Seminar that cooperative societies which
had received directly or indirectly substantial government assistance
were agked by‘the government to insure with the LIC. 4 parallel
development of a similar nature was faced by the cooperative benks
when the State Bank of India was established. 1In the case of the
State Bank and the cooperative banks subsequently, relations were
properly established so that both types of institutions supplemented
the activities of each other rather than competed with each other.
The Seminar expressed serious concern to the challenge posed by

the LIC to the small cooperative insurance sector. Doubts were raised
whether the approach of the government towards the cooperative
insurance was in keeping with the dsclared policy of the government
to build up a cooperative sector through active support from the

government .
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‘ L{he business of the cooperative industries such as cooperative
sugar and spinning mills which have come up mainly on account of the
active and substantial government support, represent a sizeable =
proportion of the cooperative total premium. The derinl of this
business to insure cooperatives would eventually strangle the insurance
cooperatives. ’

The seminar discussed the approach to be adopted for tackling the
problems for the cooperative insurance sector arising out of the entry
of the LIC in general insurance business. The seminar felt taat
as a long term objective, greater commercial efficiency should be
developed by the cooperative insurance societies. 1In this connection,
the Seminar pointed out that successful insurance business can be
built on three main factors, viz. (1) By operdting for a large number
of people; (2) by operating over a large geographical area; and

(3) By having 2 large volume of premium.

Recommendations of the Seminar

In order to increase the competitive efficiency of cooperative

insurance societies, a question was raised in the seminar whether an
‘attempt should be made to. amalgamate the existing societies into
a nationwide organisation or some arrangement for joint working
should be evolved. 4 limited question of making appropriate representa-
tion to the government for allowing the cooperative societies to

conbinue to insure with the insurance cooperatives was also discussed.
In this connection the Seminar recommended that the insurance
cooperativé societies in India should constitute in collaboration with
the National Cooperative Union of Inlia, an ald-India Committee on
Cooperative Insurance for the purpose of repregsenting to the government
regarding the problem of inéurance cooperaﬁiveé vig-a~-vis the LIC, and,
secondly, to discuss and to develop on a continuing basis a concerted
programme of_activities by insurance societies.leading ultimately
to the organisation of an 4l1-India Federation of Cooperétive
Insurance Societies or the creation of a nation wide insurance
cooperative. Examples of such joint activities could be the

mutual understanding among the cooperative insUrance societies for
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gebting up commonly =ugreed upénvbranchesvin biz cities and
Zecile the premium in a mutually agreed manner.

The Séminar recommended that-the proposed all-India Committee
should consider for immediate action the following pointss 7
1. To achieve mutual understanding among the cooperative general
insurance societies for appointing agreed upon branches in big cities
and arranging for a joint share of premium. ’

2. To take up with the proper authorities the matter of raising fhe
existing'reservesvfor unexpired risks to 75% and the relaxation of
expense ratio allowed under the insurance act.

The consensus of the seminar was that a sizeable .share of the
insurance business of all unions and Btate governmeht undertakings and
nationalised industries should be ear-marked to the cooperative general
insurance societies to stimulate their growth.

For a progressive increase of premium earnings the cooperative
insurance sector should lay increased emphasis on convassing non-
cooperative business, such as, from small industrialists and traders.
This hags vast potentialities.

The Department of Gooperaﬁion should persuade the cooperative
institutions to insure their insurable interests with the cooperative
general insurance societies., This would be in line with the newly
accepted cooperative principle of "Gooperation among Cooperatives'.
Conventions should be developed so that cooperative institutions would
insure with the cooperative insurance sﬁcieties. There should, howevef,
be no compulsion on this account.

The IC4 Reinsurance Bureau should help the Indian cooperative
insurers by placing their reinsurance without insisting on reciprocity.
It was explained by the representatives of the Bureau that the waiver
of the reciprocity clause would not be practicable in the long run.
However, they would hake a symbolic gesture without any long-term

commitment at this stage.
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COOPERATIVE INSURANCE SECTOR AND THE LIFE INSURANCE -
CORPORATION : , -
J.V.Desal, Manager

Union Cooperative Insurance Society Limited, Bombay.

SINCE « Co-operative Insurance Society is mainly to serve the
Co-operative Sector, the formation of such Sccieties can be
conceived only when there exists a well developed Co-operative
Sector to support the Co-operative Insurance Societies in the
initial stages. In our Country, for various reasons, there has
not been even development of Co-operative movement with the result
we. find concentration of Co-operatives in some parts of the
Country, whereas in some other varts, the Co-operative movement
is not so much conspicuous. The then State of Bombay and the-
.States of Hyderabad and Madras had a lot of Co-operative premium
to offer which led to the formation of the Co-oparative Insurance
Societies in these three States somevwhere in the fofties.

- The main idea of starting the Co-operative Insurance
Societies was the need felt by the Co-operatives to have
Co-operative Insurance Societies of their own, who could attend
to the special requirements of the Co-operatives at large. One
of the objects for starting the Insurance Co-~operatives, was to
keep the profits earned from Co-operstive Socleties within the
Co-operative fold end to distribubte a part of such profits to
the insuring societies by way of bonus to policyholders and thus
help thei to reduce the cost of insurance.

~ Co~operative Insurance Societies in India, true to their
objectives, were the first to introduce cheap policies specially
designed for small Co-operative Societies. Mention may be made
of Package Policy which is generally offered to the small
Co-operative Societies. The Banker’s Blanket Policy has been
designed specially for Co~operative Banks so that they may get
protection against various hazards to which the Banks are
exposed. The Insurance Co-operative Sccieties have also
introduced special policies against the breakdown of lift irri-
gation pumps which are given to the Agriculturists out of the
loan advanced by the Land Development Bankg. The Co-operatives,
in general, have taken good advantage of the facilities offered
by the Co~operative Insurance Societies in the Country.

Out of the profits earned, a percentage of the profits is
being shared by the Co-operative Insurance Societies amongst its

contd...2/-
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policyholders, thus helping the Cc-uperatlvou to get the insurance
at a cheaper cost.

Bacause of the various tyne of special peciicies offerec as
also due to the consigtant payment of bonus to policyholders by
the” Co-operative Insurance Societies, an atmosphere of confidence
wes created in favour of the Co-operative Insurance Societies
amongst the various Co-operative Societies. The Co-operative
Societies, in gencral, were satisfied with the services rendered
by the Co-operative Insurance Socielies. These and other factors
such as the inter-depvendence of the Co-cperativas and their muttal
sentimental approach, have encouraged the Co-operative Insurance
Societies to expand their sphers of activities both geographically
as alsoc in respect of underwriting. 'he decision of the Co-operative
Insurance Societies tc expand was very well timed, as 1t was during
this period only, that the Co-operatives made big strides. It is
pertinent to note that even in the initial vtages, the Co-operative
Insurance Societies had not reseived any direct help from the
Governmeni except that in some cases, the ?ebisf““"s of Co=operative
Societies have issued circulars recommending the Co-operatives to
take advantage of the services cffered Dy the Co-operative
Insurance Socicties, The Co=operative Insurance Societies had
to struggle hard against the competition frem the Joint Stock:
Companies. ny a time, the Joint Stock Companies have misrepresen-
ted the Co-operative Insurance Societies in the Co-operative field
as the Co-operative Insurance Societies were werking with a much
less share capital than what the Joint Stock Comuanies had.
Generally the policyholders are guided more by the share capital
as they are not aware of cther technicalities that go with the
insurence. Inspite of the stiff competition from the Joint Stock
Companies as also the propagancs carried out against the
Co—opsrative Insurance Societies, the Insurance Co-operatives
proved equal to the task, by virtue of their service and apprcach.

The business of Government was collected under a separate
“Pocl’ from where every company was given a share. The Co-operative
Insurance Societies had eppealed to the Government time and again
to reserve a part of the Government business for the Go—oporative
Societies as that would give them additional strergth to erbark
on new schemes as also it would help them to bulld up reserves.
The appeals of the Co-~operative Insurance Societics were turned
down by the Covernment for reasons that the Go-operatives are
already getting a share from the’Pool even though it was argued
" by the Co-operative Insurance Societicg thab th=¢ get & very-
negligible share from the business of the’Pocl’. In spite of all

contd.,.3/=
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these handicaps, the Insurance Co-operatives have shown consistant
progress both in terms of premium and the profits. But for the
interest shown by the Co-cpcratives, it would not have been
posasible for the Co-operative Insurance Societies to show such a
substantial.progress during such a short time.

In the year 1956 however, the Life Insurance Corporation of

India was formed, nationalising all the life insurance companics
which were then doing the life insurance business. The Oriental
Fire and General Insurance Company which was then transacting the
general ineurance business was made the subsidiary of the Life
Insurance Corporation of India. With the backing of Government
and the vast finances at its command, the “Oriental Fire' started
encroaching on the general ingurance field. Begides, the business
of all such properties where the Life Insurance Corporation of
India has a flnan0¢al interogt in them, was diverted to the
‘Oriental Fire . While there is nothing wreng, in principle, for
the “Oriental Fire' to claim the business of the Government
properties, 1t was only when they tried to enter the co-operative
field, with an aggressive salegmanship, that the Go-operative
Societies were faced with a grave problem. The arguments put
forward by the Government insurance company was that the
Co-operative business ig indirectly financed by the Government,
and as such, the business of co-operative falls within the
purview of the Govermment-controlled business. The arguments of
the Oriental Fire' and for that metter, the Government, if allowed
to go without being challenged, may prove detrimental to the
developrient of Co-operative Insurance Societies. It is no
exuogeratlon to say . that such an approach of the Government will
in the long run undérmine the very existance of the Co-cperative
~Ingurance Jocietieg.

Tt is to the credit of the Co~operative Insurance Societieg
that inspite of the competition from the Joint Stock Companies as
also the unfavourible approach of the Covernmert insurance
company, the Co-cperative Insurance Societies maintained thelr
progress year afler year.

However, the decigion of the Life Insurance  Corporation
of India to enter the general insurance field =s from lst April
19/, has given rise to a fear amongst the Co~operative Insurance
Societies, inasmuch ag the Life Insurance Corperation of India
has huge investment potentialities becausc of ils life funds,
which may be used to finance the co-operative sector and thus tc
claim the insurance business from the Co-operatives. The symptoms
of this fear are already visible as can be seen from a circular

COl’l‘td. . .lp/—
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issued by the Ministry of Finance direating all the Co-operatives
where the Governmgnt is directly or indirectly interested to place
their insurance businesses with the Life Insurance Corporation of
India. It is here that the Co-operative Insurance Societies will
be faced with a big challenge. . '

Having accepted the policy of mixed economy, it is
absolutely essential that all the three Sectors viz., Private, the
Public -and the Co-operative are allowed to function without being
disturbed. The attitude of the Government however, appears to be
to favour the Life Insurance Corporation of India at the cost of
the Co-eperative Insurance Sector.

The Co-cperative Insurance Societiss in this Country have
repeatedly appealed to the Government to draw the line of
demarcation by which the business of Go- oo»rctives, whether
financed by the Government or otherwise, is made the "preserve" of
the Co~-operative Insurance Societics. It is a matter of regret
that the appeal has not received the sympathetic consideration
from the Government of India, with the result, taat the Co-operative
Insurance Societieg have been left alone to d601de the fubture course
of acticn. As a policy deeision, the Government of India has
accepted the principle of Government participation in Industrial
Co-cperatives, which means that the Government finance will be
made available to the Co-operatives in the initial stages. This
~ decision has been taken on the grounds that the Co-operatives, in

the infant stage, are not able to get the required finance from
their members. Government finance to the Co-operatives, however,
does not change the character of the institution. An analogy can
be drewn from the Government finance made available to the Joint
Stock Companies. In many of the big private industries the
Government bodies have financed by way of loans. This finance has
not turned the private industry intc a Government industry even
though a substantial credit has been advanced by the Government
Financing Institutions. What ig true of the Joint Stock
Companies should be equally applicable to the Co~operative Sector as
otherwise there will be a feeling amongst the Co-cperators that the
Government applies different methods of thinking in the case of
the Joint Stock Companies and the Co-operative Sector. Perhaps,
Co-operators will be led to believe that the Co-operatives are not
getting the just treatment conly because they do not wield as much
political influence on the Government as the private industrialists

do.

It .is not poésible for the Co-opsrative Insurance Societies

contda...5/-
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to compete with the .Life Insurance Corporation of India ag the
finance available to the Co-operatives is absolutely negligible as
compared with the vast rescurdes at the command of the Life
Insurance Corporation of India. The Co-operative Banking Sector
is predominantly financing the Agricultural credit, and for the
industrial co-operatives, many a time, the Co~operatives have to
bark on the finance available from other semi-Government
institutions. The moment the finances are drewn from such semi-
Government ingtitutions, the Life Insurance Gorporation of India
comes with a claim that the business of such industrial co~oper-
atives must be placed with the Life Insurance Corporation of India.
This is absolutely an aggressive salesmanship and it may deprive
the Co-operative TInsurance Societies of all the business of
industrial co-cperatives and in the long run, it may eliminate the
Ce~cperative Insurance Societies altogether.

The Co-operative Insurance Sociesties have already lost the
business of Co-pperative Housing Societies, only on the grounds
that the "Housing Finance Co-operative Societies" who finance the
Housing Co-operatives, have received loans from the Life Insurance
Corporation of India.

/

It is indeed, a pity that & giant organisation like the
Life Insurance Corporation of India which can very well extend its
operations in various other fieldg, which have not been tapped
so far by the general insurance companiss, shouid resort to such
tactics which only help to divert the business already on the books
cf Cn-operative Insurance Societics. It is only the Life Imsurance
Corporation of India which can start new typss of business as they
have tremendous funds at their disposel to experiment on new
insurance covers. Besides, they have already taken over the
business of the’Pocl® which accounts for an approximate premium
of Rs. 3 crores with a substantial profit margin. If their methods
of snatching the business of Co-operative Industries succeed,
-the Co-cperative Insurance Societies will be faced with the prcblem
of their underwriting. This is because the Industrial Co-operatives
are not sc much exposed to fire hazards as are the agricultural
co-operative risks. Cotton underwriting is very predominant in
the Co-operative Sector and unless it is balanced by better
quality business, there will not be proper spread over of Portfolio
as required from the point of view of sound underwriting. The
Five Year Plans have laid strese both con Public and Co-operative
Sectors to achieve the goal of Democratic socialism. Once it is
accepted, it is upto the public sector to see that the Co-operative.

contd. 6/-
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sector 1s encouraged to grow side by side. Life Insurance
Corporation of India, therefore, has to play a positive role

and for that it should prepare itself tc underwrite various

types of hazardous risks that will be offered to them as a

result of higher allocations.on Public Sector under the Five

Year Plans. Besices, they can also think of starting, at

least on pilot basis, schemes such as Cattle and Crop Insurance
which will gc a long way to improve the lot of agriculturists who
play an important part in the Indian Fconomy.

What is Life Insurance Corporation of India doing today is
not what is expected from an Ingtitution of its nature and size.
It is simply entering the market like a money lender who tries
to exploit the weakness of theborrowers, and the Co-operatives,
being in need of finances, have to submit to the pressure of the
Life Insurance Corporaticn of Indis. It is therefore the moral
duty of the Covernment to define the policy so as not to. encourage
the Tife Insurance Corporation of India at the cost of Co-operative
Insurance Societles.

It is time that the Co-operatives in general and the
Insurance Cc—operatives in particular, raise their voice against
this injustice done to the Co-operative Insurance Societies. The
Co-operative Insurance Societies do not ask for any charities, but
they only demznd impartial treatment from the Government.

Tt is heped, that the Government will reccnsider its policy
so as tc encourage balanced develepment of the Fublic and the
Co-cperative Sectors both of which, are essential for the attainment
of cur goal of Democratic Socizlism.
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COOPERATIVE INSURANGE IN RETROSPECT
by Cooperative Fire & General ;nsurance Society Lti.,
Madras.

THE Cooperative Fire & General Insurance Society Ltd,, Madras, is the
first of its kind in India, It was started with a view to plough back
preminm paid by the Cooperative Societies to the Insurance institutions
into the Cooperative movemsnt, and conserve the amounts for nation-
building activitiss unde rtﬂken by the Cocperatives. Before the
inguguration of thic Cooperative Insurance Society the Cooperatives in
Madrag State incurred Rs.5 lakhs under prenium expenditure. Tais sum
was going into the pockets of the Joint Stock companiss. Since
independsnce and introducticn of Three Five Year Plans there has been a
steady increase in the development of the Cooparatives and the total
amount of premium paid by the Cooperatives has increased considerably.
The Cooperatives cntered into new fields like sebbting up of Sugar
Mills and Spinning Mills involvirg large cmounts of capital expenditure
in putting up the Mills and also large amounts under premium for
insuring the assets.

Formerly all Cocperatives were under the control of one Registrar
of Cooperetive Societies in Madras State. During recent years the
Registrar of Cooperative Socicties, Madras, hag been deprived of the
control over certain types of Cooperatives. The control over the
Fighermen Cooperatives was transferred to the control of the Direstor
of Figheries in 1952 who and his subordinates are acting as Ragisibrars
for the Fishermen Cocperative Societies., The control over the
Industrial Cooperatives has been transferred to the coutrol of the
Director of Industries and Commerce who is assisted by a Joint Director.
of Industrial GCooperatives.

The Industrial Cooperatives and their asupervising cfficers are
not under the control of the Registrar of Cocperative Societies, but
they are acting as a separate wing under the control oi’ the Director
of Industries & Commerce. The Cottage Industrial Cooperatives are under
the control of the Village Industries and Khadi Board, and they are
not under the control of the Registrar of Cocperative Societies., Milk
and Dairy Cooperatives are transferred to the conurol of the State Milk
Commissioner vho is acting as Registrar for Milk and Dairy Cooperatives.
Control over the Housing Cocperatives arc now transferred to the
Chairman, of the State Housing Board, who is now acting as Registrar
of Cooperative Housing. The Cooperative Spinning Mills are transferred
to the control of the Director of Handlooms who was made the Registrar
of Cooperative Spinning Mills. Since the control on various Ccoperative
Societies vested with Registrars most of whom are holding different
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posts in the Government there is no uniform policy in 3ncouraging

the Cooperative Insurance Socisty which is under the control of the
normal Registrar of Cooperdtive Societies. The Reglstrar of Cooperative
Societies, Madras, has been kind enough to issue circular instructions
to all the Cooperatives under his control to insure thair assets etc.,
with the Cooperative Fire & General Insurance Society Ltd., Madras.

But other heads of departments who are ox-officio Registrars of
Cooperative Societies are not so favourably inclined. On the other hand
a fey of them, have issued c¢irculars that Cooperatives under their
control should insure with the Life Insurance Corporation of India,

As per the recommendation No.9 of the recommendations made by the
Study Team adopted by the Ministry of Community Development and
Cooperation, Govermment of India, &ll Cooperative institutions should
compulsorily insurs their assets with the Cooperative Insurance
organisetions only.

As per the letter No.16/2/59 Coop/BC dated 6.4.1965 received
from the Govermment of India, Cooperatives should not be. compslled to
insure their assets with an insurance organisation other than the
Cooperative organisation. The recommendation No.9 of the Study Team
has been accepted by the State Government. In spite of it the Govermment
of Madras in its G.0. MS.4027 (Industries), Department of Industries,
Labour and Housing dated 1.,10.1966 has instructed that the Cooperative
Spinring and Sugar Mills should insure their assets with the Life
Insurance Corporation of India. The Director of Industries & Commerce
informs that he has received instructions from the State Govermment of
Medras, that State-aided Cooperative institutions should insure their
assets with the Life Insurance Corporation of India only. These
developments are very rccent and it is stabted that the State Govermments
have issued certain instructions on receipt of instructions from the
Ministry of Finance, Government of India. It has been informed that the
Ministry of Finance desires to develop the general business of the Life
Insurance Corporation of India, by insisting that all institutions
which are helped by the Govermment by way of loans or subsidiss should
insure with the Life Insurance Corporation of India, These developments
will affect the development of Cooperative Insurance Soclety as all
the Cooperative institutions are receiving aid from the Government by
way of loan or subsidy. If this condition is insisted upon, many
big Cooperative institubtions will have to insure with the Life Insurance
Corporation of India instead of with the Cooperative Insurance Society
resulting in a big slice of premium income of Cooperative Insurance
Societies being +asken away from them, It is worth mentioning that the
premium ineome from Cooperative Spinning and Sugar Mills alone in Madrag
State comes to Rs.4,11,000/-. The total premium income of the Cooperative
Fire & General Insurance Society Ltd., Madras, is Rs.12,00,000/-

(Rs. Twelve lakhs only). It may be seen that if the insurance of assets,
of Cooperative Spimning and Sugar Mills is. taken away from the Cooperative
Fire & General Ingurance Soeiety Ltd., Madras, there will be a big
drop in the income of this Cooperative- Insurance Society,
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Hence it is observed that Union and a2ll State Govermments should

be approached and requested to isgue instructions to all Govermment .
Officers that they should see that every Cooperative Society under their.
control insure only with the Cooperative Insurance Society. Unless
"“this is done thers will be = big set back in the development of
Cooperative Insurance resulting in the loss of gains made by Cooperative
Insurance Societies during the past decade and in the present decade.
The retrogression is very severe and will hit the financial position
of the Cooperative Insurance Societies. We request the seminar to -~
consider this problem and decide about the steps to be taken to avoid
the retrogression and.for the further development of the Cooperative
Insurance Societies.,
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PROGRESS AND FUTURE: HOW TO ACCELERATW COOPERATIVE INSURANCE BUSIVESS

Madhava Rao Anvari Managing Dlrector
Cooperative General Insurance Society Limited, Hyderabad

COOPERATIVE' insurance has come to stay in the Cooperative Sector in

India as we have joint stock insurance companies in Private Sector and
Life Insurance uorporatlon in Public Snctor. Within the last two

them are warklng quite satisfactorily and the flfth has started
functioning from 1-1-1967. It is recognised that the cooperative movement
is an effective means for the econemic and social development of the
country by the planners. Assistance is given by the State and Union
‘Govermments for the sound development of cooperative movement in various
departments, such as banking, arkotlng, processing, producers and
congumers, apart from industrial societies as sugar factories and
spinning mills etc. This growth and expansion of the cooperative movement
naturally gave birth to the Cooperative Insurance. The State and Union
Governments have recognised the Coopvrstlve Insurance as a potentlal
source to prov1de safeguards to the various cooperatives.

At present, nearly Rs.lg crores premium is being underwritten by
all the Cooperative General Insurance societies in the country, inspite
of bitter competition in the Indian insurance market. The cooperators
and the coopsratives have helped these socicties substantially which
enabled the Cooperative Insurance societies to face the severe
competition in the field. Insurance companies in Private Sector have
tied business and with their enormous financial and other resources they
ars capable of competing with the Cooperative Insurance socicties who
do not possess such resources. While the Cooperative Insurance societies
were facing this severe competition from the Private Sector, Life
Insurance Corporation, with its subsidiaries, entered the general
insurance field backed by huge finsncisl resources, with the strong
support of the Union Government. As the joint stock companies already
control the insurance of industrial, commercial and banking concerns
in the Private Sector, the L.I.C. group enjoy the monopoly in respect
of the business of industries under the control of Union and State
Governments., Further, the L.I.C. can easily control any industrial
concern through huge loans or subscribing tc the share capital and while
doing so the L.I.C. can lay down a condition that the insurance business
should go to them. Even in the Cooperative Sector the L.I.C. ig
interfering by offering flnanc1al support to cooperative sugar factories

ete.

The Indisn Insurance Companies! Association Pool was hitherto
underwriting the entire general insurance business of the Union and
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State Govermment concerns and distributing the same among all the
general insurance companics including cooperative insurance socisties,
pro-rata. From the beginning of 1966 the Pool was dissolved and the
entire business, at the direction of the Central Govermment, is being
passed on to the L.I.C. and its subsidiaries. This sudden loss of
Pool's premium income eamounting to nearly Rs.3 lakhs for sach Cooperative
"Insurance society, is a great impact on the management expenses. It is,
therefore, cessential, for sound growth of thess societiss, that some
portion of the insurance business of Govermment undertakings be earmarked
for cooperative insurers also. The entire business of the cooperatives
in the country be exclusively left to be served by the cooperative.
insurers, irrespective of the financial help given to these industries
either by the State or Union Govermments or Life Insurance Corporation,

The main object of the Cooperative General Insurers is service
 before profit, and hence there must be some favourable consideration
in the policy of taxation to the cooporative insurers.

It is a well known fact that the Cooperative Sector consists of
cocperatives of small resources end the insurance socleties are
@stablished to serve the insurance needs of these sister societies by
receiving very small bits of premium, besides rendering competitive
services. The business of the cooperatives to a great extent consists
of short term policies, from 1 to 3 months - issued for small sums of
insurance premium, which involves high administrative cost. Though the
Premium income is comparatively smaller than the services rendered by
the insurance societies to the coopsratives, the administrative cost
is very high on account of protracted negotiations required to be
conducted to cobtain business from the cooperatives. As such, the
Govermment should favourably consilder to allow some relaxation in the
limits imposed on the management expenses, as per the Insurance Act.

At present, the premium reserve relating to the unexpired risks
is allowed upto a maximum of 50% for the purpose of taxation in Fire
and Miscellancous sections:. Even if the insurance societies think of
providing higher percentage of rescrves as a meagure of precaution and
safety of the societies, the taxation authorities will not allow
exemption for the extra resorve. Since the reserves play a very
important role in the capital formation of the insurance society for the
reason that the society reccives large interest on the investment of
these reserves, it naturally helps steady growth of the society. Thus
the interest earnings of the society may indirectly influence the price
that its customers have to pay and, therefore, the taxation authority
should favourably consider to raise the existing 50% rate of the
rescrve upto 75%, as is being allowed in case of Marine insurance
business.
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For the sound and efficient growth of Cooperative Insurance

societies,

1.

2.

3.

6.

the following deserve favourable consideration

The Cooperative Sector should exclusively be rescrved for
Cooperative General Insurers alone for servicing, irrespective
of the interest of the Govermment or L.I.C. in its capital
formation or working funds.

25% share in the insurance business of all Union and State
Government undertakings and nationalised industries should
be allotted to the Cooperative General Insurers.

Managoment expenses allowed under the Insurance Act should be
relaxed to a suitablc extent.

The existing rescrves for the unexpired risks should be
2llowed to raise upto 75% by tho Coopsrative Insurers in Flre
and Miscellaneous departments.

Cooperative Gensral Insurers also should be allowed
concessions in the matter of taxation just as other
cooperatives are allowed.

The International Cooperative Alliance Reinsurance Bureau
should help the Indian Cboperative Insurers by placing their
relnsurancb without ingisting on reciprocity.

The Government of India be requested to give favourable
consideration to the recommendations of the Seminar along
with the recommendations of the Study Team appointed by
them in the ycar 1964,
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INDI W M.RKAT AND THE IC4a REINSURWNCE BURELU

By: Cooperative General Insurance Socisby Limited
Hyderabad .

BROADLY speaking reinsurance is a process, through which, every
insurance compsny tries to gpread its risks dirsctly accepted with
a view to gstting the best benefits out of the law of avcrage.

One means of spread is by national companies, exchange reciprocally
among themselves of indigenous business secured by them directly.
another way of spreacd is gsographical, which is secured by
companies operating in one country, exchunging the business with
compearies operating in . o

. ) othsr countries. Obviously a spread intema-
tionally is wider spread than a spread internally. The balancing
of these two types of spreads depend upon various factors namely
(1) quality of business in cach country, (2) amount of reinsurance
obtainable within the country, and (3) nscessity in under-:
developed countries %o sesk reinsurance outside their country .
for new lines of insurince undertaken. When the balance of
payment proklem arises in a country like India, which necessitates
minimising as much drain as possible of foreign exchange, the
insursrs have to face the problem whethar they are well-advised

to stop completely the overseas reinsurance. Thers has been so Ifar
excess of premium over claims which would result in drain in
foreign exchange if reinsured abroad, unless there is matching
inward reciprocity. Though much could be argued for the
intermational spread of risks directly accepted, when it results
in heavy drain, the Indian insurers are compelled to re-examine
their foreign treaties.

Just like other insurance companies, the Cooperative Gensral
Ingsurance societiss in India are actively transacting all types of
general insurance business such ag, Fire, Murine and =211 miscellansous
aceident insnrances, in addition to the special types like cattle
insurance, packags policy to cooperstives and guarantee insurance
etec. They have been placing reinsurances abroad with both
cooperative insurers as well as other professional reinsurers
through First and Szcond Surplus treaties in Fire and Marine
departments, and Quota Shure and Excess of Loss Treaties in Motor
and Miscellanmoua Lceident department. /
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As por statistics available, the results of the reinsurance
arrangements of Indian insurers with overseas companies showing drain
from 1960 to 1963 are as under:

1960 cee Rs. 184 lakhs
1961 e ng. 327 lakhs
1962 P Rs. 206 lakhs
1963 cee "Rs. 175 lakhs

this is attributed to comp&ratlv ly worse foreign business
received in reciprocation of Indian business reinsured outside India.

while the above is the genersl trend of the foreign business, we
give below the results of the transactions of our Society during the
past eight years showing unfavourable results of our exchange with both
cooperative insursrs and professional reinsurers abroad.

(STLTEMENT 4PPENDED) See page 5.

It is clear from the above figures, while the business ceded by
the society continued to be good, inward treaties from abroad including
IC0a. Bureau members though maintained parity in the premium exchange, the
profit derived by the society is highly unfavourable. Attempts were
made to make some adjustment in the commission rates of our outward
treaties but the experience continved to be the sume inspite of the
general reduction in the Fire premium rates about 12% in 1960 and a
further reduction of 15% in 1962.

at this point, it would be pertinent to say briefly the reinsurance
market available for the companies operating in the courtry. In India,
there are three categories of reinsurance comparies, namely (1) pro-
fessional reinsurers, doing reinsurance business exclusively, (2)
Branch coffices of foreign companies, devoting to write reinsurance
business for their companies, and (3) direct wribing companies
accepting small amounts of rnlnsurances usually under reciprocal
treaties and otners.

When drain on account of reinsurance transactions abroad by
Indian companies is found not controlled, and increasing year by year,
the Government of Indiz took a very serious note of the same and
suggested the Indian insurance industry to take immediate steps to
mininise the same by (L) reducing the existing fire premium rates,

(2) by increasing the retention cepacity of Indian companies by
forming reinsurance companies.

accordingly, India Reinsurance Corporation T,imited has been
formed in 1956 by Indian insurance companies including cooperative
insurers and they have voluntarily agreed to cede 10% of the direct
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acceptances in Fire and Marine departments and 5 per cent on -
Miscellaneous risks. The industry has also taken steps to reduce
fire premium rates - 12 per cent in 1960 and further reduction
of 15 per cent in 1962. In addition to the agreed cessions to the
India Reinsurance Corporation, the industry tried its best to cede
as much business as possible to this reinsurer out of their surplus
before the sane is offered to foreign companies. In spite of these
steps, the drain on account of reinsurance exchange continued to
be heavy and then, the Government of India, in 1961, started a
reinsurance company in the public sector, known as the Indien
Guarantee and General Insurance Company Limited to further increase
the retention capacity of the Indian market to absorb as much re-
insurance business as possible in India itself, before the same is

passed on tc foreign market.

Government of India made it compulsory to offer 10% of each policy
issued in Fire and Marine departments and 5% of each policy issued

in Miscellanecus department, to each of the above two reinsurers
(total 20% in Fire and Marine, and 10% in Miscellaneous) namely, the
India Reinsurance Corporation Limited, and Indian Guarantee and
General Insurance Company Limited. 4is these steps did not help to
minimise the drain, the Reserve Bank of India finally decided to
restrict the exchange of reinsurances with foreign companies when
facilities are available within the country. In view of the continuad
bad experience of the foreign business, it naturally compelled the
insurers in India to suddenly withdraw their treaties hitherto

held by foreign companiss and place the same with the local reinsurance
Pools, started by (1) Bombay market and (2) South India market.

The root cause of the continued drain is non-profitable
treaties offered to Indian market by foreign companies in exchange
of profitable busidess from Indian insurers though it may be atiri-
buted to some extent, to direct business operations of Indian
insurers in the overseas markeb, and direct operations of non-Indian
insurers in India, This unfortunate development naturally curtailed
freedom enjoyed by the Indian insurers for placing their reinsurances
abroad. Unless the foreign reinsurers closely examine their accounts
and adjust their treaties in order to maintain equity in payments,
it will be impossible for Indian insurers to place any reinsurances
abroad, in view of the Reserve Bank’s restrictions.

It is most significant that traditionally well-developed
companies should continuously show such unfavourable results not from
any catastrophic conflagrations or other similar losses. Perhaps, it
may be due to the tendency of the foreign market, to enlarge the position
of the insured by including in their cover many additional
hazardous risks like, wind-storm, torendo, earthquake and other
extraneous perils in their fire policies or it may be due to inadequate
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premium rates. It is curious thut member-insursnce societies -
of the IC4 Reinsurance Bureau have also not considered to better the
situation all these years.

The aim of the Reinsurance Bureau should not only be prospecting
actively for its members but alsc to review the exchanges arranged
and suggest alterations in the reinsurance system or in its terms
or in underwriting policiss, when such intervention is warranted for
mubual benefit of its members. Otherwise its objects are not fulfilled
and the benefits derived will be one-sided. while it is not my
intention to make any criticism, it is the actusl experience of the
Indian Cooperative Insurers, which is expressed here to find out
ways and means to set right the position which will enable the
ceding as well as receiving companies to maintain equitable
profits in their trunssctions.




BUSINESS RECEIVED FROM ICa MEMBERS BUSINZSS CEDED TO IC. MAMBERS
Year Total In Total Result Total Total Result
Income Outgo A Income cutgo
1958 39,551 35,023 45528 71,095 56,910 14,185
1959 46,744 39,323 7,42 71,467 56,125 15,342
1%0 46,582 40,989 5,593 88,075 72,705 15,370
1961 139,66 127,504 12,192 118,873 35,096 23,777
1962 167,319 158,663 8,656 143,119 94,5042 9,077
1963 - 179,531 176,638 2,893 152,052 136,568 X5,484
1964 208,326 207,206 1,120 152,448 111,89 40,554
1965 254,471 250,583 3,888 165,142 128,052 37,090
1082,220 1035,929 46,01 962,271 751,392 210,879
BUSINESS RECEIVED FROM OTHER BUSINESS CEDED 10 OTHER FOREI QN
FOREIN REINSURGRS : REINSURGRS
1958 17,670 14,842 2,828 28,436 22,76/, 5,672
1959 25,646 . 24,850 756 28,586 22,250 6,136
1560 45,560 . 42,818 2,742 50,925 43,623 7,302
1961 39,032 32,563 6,469 53,760 40,224 13,536
1962 59,887 50,299 9,588 61,254 40,305 20,949
1963 77,334 79,477  (2,143) 65,316 58,527 6,789
1964 90, 464, 85,201 5,253 65,334 47,958 17,376
1965 98,154 100,88  (2,744) 70, 806 54,879 15,927

[ ——— P
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453,747 430,958 22,789 L4417 330,730 93,687

"
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. PRESINT WORKING .ND PROGRESS OF THE
- COOPERATIVE Galinil. INSURANCE SOCILA&TY LIMITED, HYDERABAD

CO-OPERATIVE General Insurance Society Limited, Hyderabed
was established in the year 1947, with its area of operation,
Union of India, and it actually started underwriting the business
in 1949, The Society is registered under the State Cooperative
Societies Act, Multi Unit hct of Indis and Indian Insurance Act,

1938.

The Co~operative Sector covers Banking, Marketing, Consumers,
Housing, Spinning Mills, Sugar Facto-ries and Processing Societies and
Cooperative Insurance is an essential factor to cover the risks of
these cooperatives in order to keep the cocperative fundg within the
movement itself.

'The Authorised Capital of the Society is Rs.25 lakhs, out of
which Rs., 5.5Q0 lakhs is subscribed and paid up. Share subscription
is open to cooverastives and the individuals pay one Rupee as member-
ship fee. The Society did not borrcw any fun %S or get subgidy or '
share capital either from the Union or State “overmment cr from other
sourceg. The share capital of the Scciety is made up of ordinary
shares of Rs.10/- each, with an entrance fee of Re. 1/=. Transfer of
Society ‘s shares can be made only with the consent of the Board,

When the Soclety was sgtarted in 1947, major portion of the capital
was subgceribed by cooperative banks, cooperative marketing socleties
and other apex cooperative institutions and individual premoter

members.

Unlike the joint SthA companies, under the Cooperative
Societies Act, the payment of dividend to the members of a cooperative
society on the share capital is limited to a maximum of 6.1/4%.

Thig ernables the Society to add a major portion of its profits, i.e.
25% to its Statutory Reserve Fund and about 20% to policyholders as

no claim bonus,

The Board of Directors of the Society consists of represen~
tetives of apex cooperative societies and elected reopresentatives
of cocperative institutions, and.individual promoter members. Under
the Byelaws of the Society, Two Direetors are elected from individual
shareholders, and Seven from cooperative societiess In additionm,
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four Directors are nominated by Apex cooperatives and two Directors.are

coopted by the Board. The Registrar of Cooperative Societies of the State
is also a member of .the Board as ex-officio Director. :

The.constitution.of the Society provides participation in the
profits of the Society by its policy holder members. Thus the Society
has two types of members i.e. 1) shareholder members and 2) policyholdsr
members. Policyholder members are not entitled to exercise voting rights,
as in the case of oxdinary charcholder members. However, majority of
the sharsholder members are also policyholder members, who perticipate
in the Gensral mectings and exercise their wvote. The unique feature of
~ this Socisty is that the policyhoclder societies, being shareholders, not
only rceeive dividend cn their shares but also receive no claim bonus
on the premium paid to the Society,

The Society has been paying dividend to the shareholders from 5%
to 6}% every year, besides bonus to the policyholders upto 10%.

The Socisty undsrwrites all types of gencrel insurance business
such as Fire, Marinoc and Miscellanecus Accident insurances through out-
India, as a Tariff Insurer. The Soclety is a member of all the four
Regional Councils of the Insurance Association of India. The Society is
very cautious in its underwriting and particularly wishes to serve the
general insurance needs of the cooperatives effectively. As such, the
8001ety is constantly showing steady progress in its working year after

_¥year by underwriting cuallty business.

The following table gives the working and financial position of the
Society during the last six years.

_ Premium Clainms Capital & Profit % of Divi-
Year Income paid Reserves dend paid
Ris Rs Rs Rs
1961 10,80,506 3,61,657 16,24,548 52,557 -6
1962 12,80,810 5,04,337 18,86,811 73,266 65
1963 13,683,471 5,54,339 R1,97,450 92,343 6%
1964 - 15,64,161 6,30,646 23,98,054 89,008 61
1965 16,47,515 7,92,822 _7,84,518 41,994 5
- 1966%* <0,00,000 - 30,00,000
(gross)

(¥Tentative Figures)

Out of its total investments about €60% are invested in Government
Securities and the remaining in shares, debentures and Fixed deposits
with the cooperatives. The Society has also now its own spacicus building
to house its Head Office in Hyderabad.

The Society has extended its organisation all over Inala through its
Regional, Divisional and Branch Offices besides the net work of agencies
ané other field workers.
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The Society is a member of the International Ccopsrative Allisance
Reinsurance Bureau. Statutorily, all Insurers in India should reinsure
their business to the extent of 20% of the risks underwritten by then
with two Indian reinsurers i.e. 1) India Reinsurance Corporation Ltd.,
end 2) Indlan Guarantee & General Insurance Co. Ltd. Fucther, due to the
restrictions imposed by the Regerve Bank of India, in respect of foreign
reinsurances with a view to conserve foreign exchange and also on account
of unfavourabtle trend of the foreign reciprocal accounts, the Society
had to reluctantly reducc i%ts business with foreign reinsurers including
ICA Bureau members. However, the Society hopes that, in course of time,
it will be in o position to exchange some business at least with the

members of the ICA Bureau.

While the Socisty has been successfully underwriting businesgs
under major hsads of Fire, Marine s=nd Miscellansous Accldent Departments,
it has also commenced underwriting Gattle insurance, "Comprehensive ’
Policy" in respoct of monies of Credit or othe:r Cooperatives. It is also
exploring possibilities for underwriting the "Agriculturists!
Comprehensive Policy" covering Personal Accidernt, loss or damege to
their implements, live stock and other personal effects.

The Society is not having any training programme for its staff
excepting on-the-job training. However, it encourages the staff to tale
the advantage of examinations conducted by the Federation of Insurance
Ins+1tutes, Bombay, and the successful candidates are offered special
‘incentives by way of incréments ete. Since the Society is fully aware,
out of its own experience, that mere insursnce technical qualification
is not sufficient to handle the business of the cooperatives
ouccessfullj, every offort is bclng made to include "cooperative

ingurance” also as a subject in the syllabus at the cooperative traine

ing centres.,

During its 18 years, the Society has maintained a steady progress,
with its meagre resources, inspite of keen and bitter competition. Now
the Life Insurance Corporation of Inzuia, inspite of its promises, is
trying to gradually enter into the co opvrutlvs field, directly or
indirectly with its huge finarcial resources. Ilbpltb of the general
policy of the State and Union Govermments to give assistance tc the
Cooperative Cencral Insurance Societics, in actual lmnlementatlon, it is

often found very discouraging.
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1. Present Position.

7
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PRE3EITATION OF (DOPIR.TIVE INSURLNCE SOCIETISS

Union Cooperative Insurance Society Limited, Bombay

Trand of Premium

Year . Paid-up Gross .Net Net Departmental Net
’ share Premium Premium Claims Reserves Profits
capital

1952 348,000 161,426 62,366 9,761 3,085 30,848
1953 375,200 213,401 112,86/ 14,438 58,895 46,166
1954 481,800 327,893 138,766 9,719 69,388 94,580
1555 492,400 401,800 253,870 34,202 126,935 102.990
1956 515,800 636,276 342,443 57,299 171,221 142,310
1957 519,000 952,982 533,144 105,957 266,572 180,724
1958 568,500  1377,6%9 847 3 544, 160,549 428,296 185,629
1959 649,300 2049 ,087 1300,549 258,901 658,252 246,216
1960 719, 500 3330, 3828 2098,343 512,325 990,205 209,679
1961 773,200 6471,759 2737,672 756,323 1411,640 259,590
1962 786,700  9127,262 5014,080 1449,261 21.29,327 431,948
1963 792,300  10530,650 5700,574 298,87, 2992,86/ 457,168
1964 844,100  10643,018 6310,018 2803,921  3283,707 884,362
1905 897,600 12991,853 7238,085 3253,223  3734,745 1001, 372

2. et up and Internal Organisabion

The wuministration of the Society is vested in a Board of Directors duly
. elected from varicus constituencies such as Foundser Members, Central and

Federal societias, Cooperative societies, Urban cooperative banks, Industrial

cooperative banks, individuals etc. i nominee of the National Cooperative

Union of India is also coopted on the Board. The General Manager, H.0. is in
charge of the Society’s administration with the help of Departmental Heads.
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For purposes of efficient management and for offering prompt
service to its clientele, the Society has decentralised its working at ~
nine area levels on the basis of the volume of premium, with Statewise
divisional offices and supported by Branches,- Sub-branches and-
Inspectorate offices at many importiunt centres in India., Statutory
audit is also donducted at area levels. 4 firm of Chartered uccountants
has also been engaged for Internal audit.

i

3. Staff Training

The Society has its own programme of training its staff in the various
departments at arsa offiece level.

The society is also bearing the cost of prescribed text books and exami-

nation fees for the various types of Insurance Examinations conducted
by the Federation of Insurance Institutes. :

Special imersments are also offered to employees for passing insurance
exum1nations.

4+ Investment Programme

As a cooperative body we have to satisfy the requirements of the Cooperative
Societies act and the Society’s investments are mostly in Government papers
and shares of other cooperative institutions. It is also our policy to_
gpread over the invesgtmsnts in- 211 the States of the Indian Union, as ours
is an all-India organisation. The position of our 1nvestments as on 3lst

December 1966 is as under: Book Talue
Central Government Loans and cash deposits Rs. 676,892
State government loans Rs.2,854,311
Municipal loans Rs. 347,825
State Financial Gornoratlon Bonds . Rs. 398,000
State Coop Land Mortgage Banks Debentures Rs. 445,500
State Electricity Board Deb. Rs. 200,000
Katakhal Lala Bazar Rly. Deb Rs. 69,000
State Financial Corporation Shares Rs. 5,000
State Cooperztive Banks’ shares ‘ Rs. 38,500
Housing and Markebing Societies shares Rs. 306,000

Other Cooperative societies shares Rs. 525
India Reinsurance Corporaticn’s shares Rs. 40,000

<t 7 o S 2 o ot
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The Society alsc owns two majestic buildings - one in the heart of Bombay
City and another at Ahmedabad. as a result of the restrictions on
Investments the average intsrest yield is very low.
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5. Finsncial Resources , o

while the total business in India of 72 Indian General Ingurance Companies
in 1964 stood about Rs. 45 crorss the total business of the Cooperative
Insurance Sector was not neglipible. The business of this society accounted
for about 764 of the gross premium in the cooperative sector. This is no
mean achievement for this Society which is the last comer in the Cooperative
Insurance Sector in 1949.

It is however pertinent to point out in our case that despite the Resolution
Number 10 adopted at the Third Indian Cooperative Congress held in New Delhi
in 1958 urging upon the Gvernment to declare business of cooperatives as
PRASERVES of Cooperative Insurance Societies. the business of major
Cooperatives like Sugar Factories, other processing. societies etc. are not
flowing to us in view of an adverse decision taken by the government. In
our case only about 60 per cent of the businsss emanates from the Cooperative
~ Sector while the rest comes from the General Public and business concerns. This
point will drive home =mother important factor that unless radical measures
are taken to treat cooperative business as PRESERVES of cooperative insurance
societies, the orthodox concept that Cooperative Insurance Societies thrive
on Cooperative business will be incorrect.

The Study Team appointed by the Government of India huve estimated the annual
gross premium to be about Rs. 2% to 3 crores from Gooperative institutions in
the country. It will thus be clear that there are vast financial resources

if all the business of cooperative sector is exclu51velj'channellseu to the
Cooperative Insurance 1nd4stry.

TOTuL a33aTs OF THE SOCIATY

During 1960 Rs. 3,571,848
1961 Rs. 4,878,130

1962 Rs. 6,948,040

1903 - Rs. &,099,614

196/, Ks. 10,020,276

Buring 1965 Rs. 12,726,960
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WORKING PAPER ON THE PRESENT POSITION OF THE

'COOPERATIVE, FIRE & GENERAL INSURANCE SOCIETY LTD,., MADRAS

THIS Society was rogistered in March 1941 under the Madras Cooperative
Societies! Act VI of 1932. This type of Society is the first of its

kind in India. Bnecouraged by the success achieved by the South India
Cooperative Insurance Socisty, Madras, in the field of "Life Assurance"”
steps were taken to organise a similar Cooperative Imstitution to cater
to the needs of "General Insurance", Before the inauguration of this
Society, all the Cooperative Institutions in this State had placed their
" General Insurance requirements with the Joint-Stock Insurance Companies.
The premium revenue that went into the hands of such companies was
estimated to be about Rs.5 lakhs per annum. With a view to plough back
such funds within the Cooperative movement for the various nation-
buiiding activities underteken by the Cooperative organisations, this
Cooperative Institution was brought inte being.

2. MEMBERSHIP: The capital of this Society is made up of 'A' Class and
'B! Class shares, The value of 'A'! Class share is Rs.100/- and that of
'B! Class is Re.l/=-. As per the By-laws the Madres and Andhra State
Cooperative Banks have taken shares for Rs.1,25,000/~ at Rs.100/- per
share; District Cooperative Central Banks have also taken shares for
not less than Rs.1,000/- each and other registered Societies have each

taken not less than one TA!

Class share,

1B! Class share~holders are

not entitled to any dividand or vote in the mectings of this Soclety.
The paid-up capital has bsen increased from time to time and it stood
at Rs.4,01,151/- as on 31,1R.1965. This Society had 646 !'A! Class and
6,751 'B' Class members with a paid-up share capital of Rs.3,94,400/-
and Rs,6,751/- respectively as on 31.12,1965,

5. BUSINESS : The Society has undertsken so far business in Fire,
Burglary, Cash-in-transit, Motor Vehicles, Fidelity Guarantee, Cyclone,

Floods and Marine. The totsl annual

1965 is given hereunder :
1958
1959
1960
1961
1962
1963
1964
1965

2o
L
e
[}
e
o
[ X}

premium incoms earned

Rs. 7,03,280/-
Rs. 8,80,262/-
Rs. 7,76,579/-
Rs.10,08,943/-
Rs. 9,49,893/-
Rs. 9,91,086/-
Rs.11,43,845/~
Rs.10,45,405/~

from 1958 to

(Excluding

Pool premium -

not received -
so far)
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It will be scon therefrom that the Society ‘has been-
progressively augmenting its general insurance business. The expenses
- of management excluding Agency commission for the follow1ng years are
also hereunder :

7,449/ -

1958 AT Rs. 2,53

1959 .ee Rs. 2,80,290/-
1960 e Rs. 2,80,520/-
1961 ves  Rs. 2,74,763/~
1962 - Rs. 2,51,039/~
1963 eon Rs. 2,52,574/-
1964 ees Rs., 2 51,@46/-
1965 cee Rs. 2,42,224/~

4, AGENCY APPARATUS : To procure and solicit insurance business an
agency corps has beon formed throughout this State. AL present we have
152 agents of whom asbout 90 are the employces of cooperatives duly
nominated by them as their agents. Thsey have to inspect the wvarious
rigks proposed for insurance, assist clients in the matter of filling
up the forms and give ‘suggestions with regard to the improvement of
risks ancd issue temporary cover notes on behalf of this Society. They
are paid an agency commission not exceeding 15%. All agents have to take
a Licence from the Controller of Insurance valid for three years on
payment of R4.5/-. Under the now Amendment Act 1959, an All India
Insurance Council has been set up for regulating inter alia the rates
of premiums for all classes of risks and issue instructions from time
to time setting forth the warrenties, terms end conditions governing
the insurance contracts. An Adminig“rative Machinery has been set up
under section 64 (F) of the Insurance Act and a voluntary Code of
Conduct has been evolved for ensuring observance by Insurers carrying
on general insurance business of the Code provisions of the Insurance
Act which prohibits payment of illegal rebates and screening of the
opening of branches and appointment of field-workers.

5. INVESTMENTS : This institution has deposited a sum of
Rs.3,74,948=75 in Government Securities and Central Land Mortgaga Bank
Dobentures with the Reserve Bank of India in accordance with the
provisions of the Insurance Act. It has also invested a sum of
Rs.8,71,219/- in the Madras and Aindhra Cooperative Central Lanc Mortgage
Bank Dobcnture< ste,, & sum of Rs.1,00 OOO/— in the Finance Corporation
and Rs. 200/— in Central Cooperative Printing Works Ltd., Madras, and
Rs.1 OOO/~ in Union Coopbrwtlve Insurance Society Ltd., Bombay. In the
Current fAccount and Season Deposit Accounts with the Madras‘State
Cooperative Bank Ltd., Madras, and other Cooperative Central Banks and
the Central Bank of India Ltd., Madras, this Scciety had a sum of
Rs.16,15,160=93 as on 31,12.1965.

6. CLAIMS : In the course of the following ysars, Fire, Motor,
Burglary and Marine Claims have occurred and the amount paid by us



is given below : l1L1
1958 ies . Rs. 1,76,938/= .—"
1959 : P A Rs. 1,49,167/=
1960 .o Rs. 1,75,973/=
1961 .cor Rs, 2,65,760/-
1962 , ee Rs. 1,89,519/~
1963 Ceee Rs. 1,66,368/-
1964 ces Rs. 1,24,933/-
1965 .es Rs. 1,95,152/-

7. MANAGEMENT : In accordance with the By-Law No,.24, 16 members
constitute the Board of Management. 3 Members are elected from
Cooperative Central Banks, 3 members from the Cooperative Supply &
Marketing Societies,; 1 member from the Madras 5tate Cooperative Bank,
- 1 member from the Cooperative Stores, 1 member from the Tamil Nadu
Handloom Weavers! Cooperative Society, 1 member from Spinning Mills,
1 member from other Cooperative Societics, 1 member nominated by the
Regigtrar of Goopsrative Sceleties, 1 membsr from the Sugar Mills, 1
member from the Cooperative Weavars! Sceisties, and one member
co~opted from the members of the Cooperative institutions of the Andhra
State and one co=opted from member of the Kerala and Mysore Stats.

The strength of the Board under the constitution is 16, At
"present the number of Directors »n the Board is 14, Dr P. Nategan,
has been the President of the Society since 9.3.1963.

The election to the Board shall be by ballot in the manner
prescribed in rule No., 29 of the Madras Cooperative Societies! Rules
1963 and as per bylaw No,24(2) of the Society.

. There is an Executive Committee consisting of five members to
whom the management of the institution has been entrusted by the Board.

Fidelity Guerantee Insurance wes started with effect from 1945,
Motor Insurance from 1lst July 1946, Cash-in-Transit insurance from
December 1955, Burglary Insurance from January 1952, Marine Insurance
from October 1956 and Transit-cum-Erection insurance from August 1958,

At the end of every year returns ars prepared and presented to
the Genersl Body and sent to the Controller of Insurance, Simla, in
accordance with the provisions of the Insurance Act,

8. PROFIT AND IOSS ACCOUNT : The profit earned by the Soeciety is shown
yearwise for the past 8 years.

1958 - Rs. 64,750/
1959 .es Rs. 80,275/~
1960 - Rs. 70,864/-
1961 “eo Rs. 35,331/-
1962 ceer Rs. 1,21,267/-
1963 oee Rs. 1,74,113/-
1964 ees : Rs. 2,21,529/-

1965 Rs. 2,05,670/-



9, FINANCIAL POSITION AT A ‘GLANCE AS ON 31,12.,1965 : us
‘1., Paideup capital Rs. 4,01,151 00
2, Miscellancous, Fire and Rs.11,78,727 29
Marine Fund. ' ~
3. Genersl Rescrve . Rs. 5,685,487 11
4. Other Funds : Rs. 6,49,324 32

4 novel scheme of "Payment out of Profits to all Policy-holders!
was also introduced from 1964 according to which the policy-holders gst
& share out of the annual net profits of the Society on the net promium
every ysar, which no Jgint-Stock Insurance Company has been allowing to
its clients. The objsct of the 'Payment out of profits to Policy-holders'

is in keeping with the ideals of cooperation in that the policy~holders
~ are also allowed to participate in ths profits of the Society.

To sum up, this is the first cooperative enterprise in the field
of General Insurance and it .ig rendering useful service in the field
of a1l categories of insurance including Machinory-Erection, Burglary,
Riot and Civil Commotion, Fidelity Guarantec, Cash-in-transit and
Personal Accident to all GCooperative Institutions and the general public
in the south zone of the Indian Union,

According to the modern insuranc:e practices, the Society has also
entered into reinsurance treaty with renowned Reinsurers.

Details of the sums reinsured and reinsurance premium ceded
from 1960 to 1964 are given below :

. Reinsurance
Year Sum Reinsured Premium
1960 ' Rs.R5,35,43,351/— Rs.3,60,923=40
1961 Rs.33,89,95,107/- Rs.4,61,983=85
1962 Rs 25,72,32,191/- Rs. 3,59,808=39
1963 Rs.17,52,65,251/- Rs. 3,45,391=36
1964 Rs.19,02,59,773/~ Rs. 4,29,055=R7

1965 Rs.22,28,57,351/- - Rs. 5,01,544=05
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LITERN: TIONAL COJPLRATIVE ALLIANCE
Regional Office & Education Centre for South-East ASi&
Post Box Number 639, 6 Canning Road, New Delhi-1. India

ECONOMIC SIZE & R&SULTS OF CQOPERATIVE iNSURANCE SECTOR
by Hans Dahlberg, Joint Director, ICA, New Delhi

Synopsis

‘WHaT IS THE ECONOMIC SIZE OF AN INSURANCE SOCIETY?

No general rule that an insurance enterprise must
have a given size to be economical..

ADVANTAGES OF SIZE REVIEWZD AGA.NST THE INDIAN SITUTION.

Advantages of small size

1. Low invegtments.
2. Special Insurance forms rela tlng to the local conditions.

3. Good check on claims.

Advantages of large size

1. Good type of insurance available all over the country.
2. Low costs of operation.

Can afford services of specialists and to introduce
modern office equipment like business machines.
Better finencial strength,

Possibility to underwrite large risks.,

Experiment with new types of insurance policies.
Increased p0531billty of relnsurance relations.
Better spreading of risks, ‘

.

W -3
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Large scale operations seem to be most economical although
situations exist where operations on small scale are most
economieal and efficient.

Initislly necessary to start on small and iocal scale,

Serious considerations shogid now be given for large-scale operations,
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INTERNATIONAL COOPERATIVE ALLIANCE
Reglonul Office & Education Centre for South-iast Asi: o
6 Canning Road New Delkl—l India S R

INEIA:,ARTIGLE FROM IEQUT“NCE MARKETS OF THE WORLD‘ . ,iT//
by Swiss Reinsurance Comp ny ' -

HISTORY OF INSURANCE -

INUIA is really a vast sub-continent, consisting of numerous villages
with a population predominantly devoted to agricultural pursuits. In an
agricultural society, each family was once largely self—sufficient‘and
the exchange of goods was conducted on a barter basis, When a person's
building was destroyed by fire, neighbours helped him in the task of
reconstruction; and in the event of illness his friends came to his
assistance. In such a self-contained society, the head of the family
left to his survivers a means of livelihood. The joint family and caste
svstem the v1llag< panchayat, and the temple and charitable institutions
< all comhlned in their efforts to relieve a parson from the rigours

of any mlsfowtune.,

: ¥t has been stated that the Sanskrit tvrm "Yoga Kshema", meaning
"insurance. is found in the Rig-Veda and thst some kind of insurance
was p“actlspd by the Aryan tribsg in India nearly thiee thousand years
ago. The yarllmst available reference to a form of insurance is found
in the’ Codes of. Nanu, which contain rules for contracts of sca-borne
and land traffic. whereby the rates of interest on loans depend upon the
rlsks to.be. run and the period of the loan. :

) Indla_came under theerogn in 1858, It was during this period that
the impact of the Industrial Revolution was keenly felt, and thesc
economic changes brought about a disintegration of vi llwgu 1life and
SGl;—SUfflCJ“Ht uconomy, a8 :Juo of the joint famlly system.,

It is 1nterbst1ng to note that the earliest known pollcy in
English (dated 1555) is expressed as "on the good ship Sancta Crux from
anj‘port of the isles of Indea of Calicut unto Lixborne!,

Between 1797 and 1810, seven Marlnu insurance companies were
started in Calcutta, the -centre of the East Indla Company s trade and
DOWer s None of- thuse companlos exlst today. oLl .

_ In 1818 the - Orlental Assurancb Company was started in Calcutta by
1 group of Europeans but it failed in 1834. The "Madras Equltable“ was
Pounded in. 1829. In 1849 was established the Tinnevelly Diocesan Council
Jldows’ Fund at Palamkote, Madras. In 1871 the "Bombay Mutual" was
_*oundea strlctly on the mutual principle and operated purely utider
Indian management, All thesc mutuals had a religious background and
appeal. In 1874 the proprietary company, the Oriental Government Security
_Life Assurance Company, Bombay, was founded, which in later years
achieved the status of the largest Life offlce in the. East
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In 1825 the Alliance-British & Foreign Fire Insurance Company
astablished an. agency office in Madras and 2lso set up agencies in
Bombay and Calcutta later in thc sams year. The next significant date
ig 1850, when the "Triton" was cstablished in Calcutta: it continues
to operate even, today. The Sun Fire Office had its first Far Bastern

‘experience in Indiz, whon in the 1840's it reinsured some risks for the

Bombay Fire Cffice.

FProm 1850 onwards there was a steady flow of Brltléhman&
Commonwealth companies, establ 1sh1ng themselves through agents selected

from the trading firms operating in the ports of Calcutta, Madras and
: Bombay. As railways opened up ths country in the second half of the

.. century, the trade spread inland and insurance naturally followsd. The

. field was crowded with sgenciés until, with the growth of business,

companies were obliged “to establish branch organisations: the earliest
branch Qrganlantlon was thﬁt ot the "South British" 1n 1882.

_ In. 1906 there occurred several cotton firss at Colaba (Bombay)
and the strain of these losses Tesulted in'a' demend for higher rates,

‘This demsnd was strongly resented by the Indiin mercentile ‘community,

part1Cularly the cloth merchants, who floated tho first indigenous

3"

- General insurance company, the "Indian Mercantllb ’ in 1907.

. Thu.grouth of nationalist uellnv , as also the industrialisation
that followed in thoe weke of the First World War, resulted in. the
flootlng of a number of Indian offices in Bombay in 1919, viz. "New

'.India" "British India", "Jupiter", "Univorsal" and "Vulcari" The years

that followed were 'a Darlod of g“bat political agitation and ‘political
consciousness which gave a £illip to the business of Indian companies.

-In 1923 the Workmen's Compcnsation Act was passed and the companies

trensacted this type of business on a tariff basis. The Motor Vehicles
Act of 1939 *ntroducbd comnulscry Thlrd Party 1nsurance.

With the entry of Indian flrms in‘the market and the establishment
of the Indian Insurance Companies' Associetion in 1928, there was a

- pcrsistent demand for insurance legislation. The Insurance Act was

passed in 1938 and the immcdiate result was the discontinuance of Life
business by a number of non-Indian companics and the oppnlng of Genereal

deoartments by a numbbr of InOlln offices,

W1th the achlevement of independence in 1947, India has forged
shead with her plans for cconomic development. On the 19th January, 19586,
Life assurange was nationalised in India, The Life Insurance Corporation
Act (Act xxx1) of 1956 acquired all the asscts and liabilitics
appertaining t6 the Life assurance business in India of 2ll Indian and
forcign insurers, after granting compensation, and vested them in the
Life Insurance Corporation. The Act also gave the Life Insurance
Corporation the sole monopoly for transactlng Life assurance busingss in

India,
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2 THE POSITION OF INSURANCE TODAY

2.1 The Insurance Companics (’Lel

2.11 Number of insurers

Year = Insurers Life Life & Other Total Life- Fire Marine Misccllea~

only other classss } e neous
‘ classes only.. = (either alone or with other
! L classes)
1938 Indian 182 18 . .17. 217
Non-Indian 12 14 117 143
1950  Indian 135 50 50 235 185 73 67 92
_ Non-Indian 5 15 86 106 20 79 56 55
1960 Indian = - 1 88 89 1 50 13 25
Non-Indian = - 73 73 - 50 16 12
1961 Indian - - 1 82 83 1 . 48 12 22
Non-Indian = - 73 73 - 49 12 12
1962  Indian - 1 78 79 1 47 12 19

- Non~Indien - - 70 70 @ - 49 10 i1

‘ 2.12 Premiums received in thousands of Rupeeg*
GROSS PREMiUM WRITTEN DIRECT IN INDIA

Year -~ Insurers ‘ ~Life .. . Fire Marine Miscellencous

1950 Indian . 323,950 47,717 20,311 29,772
Non-Indian 60,995 40,389 24,481 20,142

1960 Indian - not available 92,789 58,185 121,359
(Outside India) not available 23,506 19,737 43,263
Non-Indian not available 51,693 27,655 - 31,087

1861 .. Indian : not available 105,482 63,820 143,210

- (Outside India) not available 25,039 20,852 49,647
Non-Indian not available 56,297 9,340 34,904

’

¥~ Rg, 100 were equivalent to US $ 34.97 in 1938 and to US $21 between
1950 and 1961, .
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NET_PREMIUM 2
Year Ingurers Fire Marine Miscellaneous '
- ~in India  outside in India outside in India outside
o . Indis ' - India India
1938 Indian 4,311 4,128 1,184 2,451 3,460 683
Non-Indian 9,481 ~ 4,008 - 5,772 -
1950 Indian 22,999 32,469 10,503 9,803 23,638 6,173
Non-Iniian 24,504 = - 18,010 - 18,174 -
1960 Indian 59,718 73,441 31,096 24,170 95,035 46,756
Non-Indian 31,764 - 20,504 - 26,751 -
1961 Indian 74,917 77,185 - 38,910 26,443 121,201 56,080
20,512 - 28,757 -

Non-Indian 35,116 -
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2.13 Fot Claime paid in thousends of Rupees. -
Year Insurers = Life Fire Marine Migcollaneous
.by Death . By : in India outside
. : Maturity " India
1938  Indian 19,367 20,939 3,816%% 587
: ‘Nori=Indian not available - 6,640%% 2,453
1950  Indian 38,039 55,531 18,875 8,069 13,608
Non-Indian 9,034 21,223 5,903 6,124 7,817
1960 Indian 76,806 230,124 54,109 38,645 76,581
Non-Indian - - 5,624 9,819> 12,830
1961 Indian 86,519 254,551 56,267 47,720. 89,457
: Non-Indian - - 6,961 11,378 12,243
2.14 Life assurance in force in thousah@s of Rupeesg¥*
Year Insurers  Io India Outside India National incoms
- No. of sum No. of © ' sum : )
Pclicies assured Policies  assured
1938 = Indian 1,239,567 2,037,123 61,302 161,471 not available
Non-Indian 276,143 943,102 - -
1950 Indian * - 3,048,770 6,358,095 252,422 566,482 95,300,000
" Non-Indien 231,234 1,088,360 = = - o
1960 Indian 7,455,444 ° 21,686,559 257,177 1,090,042.-142,000,000
= ‘Non~Indian C - - - ' S
1961 Indian = 8,336,149 26,111,929 240,410 1,144,319 146,000,000

NOn-Indian .

* = Rs.100 were cquivalent to

US $34.97 in 1938 ‘and to US $21 between 1950
~and 1961. ' o R -

#*% = Includes Fire and Marine
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2.15 UNDERWRITING RZSERVAES (Indian insurers only) 1n thousands of Rupees*
B 1988 1950 1960 1961
. Life assurance 505,994 1,814,751 5,603,781 6,315,919
“ngeral assurance - 13,085 - '70,091 170,835 - 207,348
2.16 - Shars C&plu%l and frec reserves (Indlan insurcrs only) in thousands
: ‘ of ‘Rupees*
71938 1980 1960 1961
A. General rescrve and ' | |
other reserve funds - o
insurers it 13,684 38,984 88,173 - - 92,824
Life Insurance S o S e - '
Corporation TR - - , . 68,518 72,504
B. Share capital . . . : o '
Insurers 35,257 . 99,324 116,770 115,179
Life Insurance Corporatinn. -« - 50,000 50,000 ...

2.2 THE LEGAL BACKGROUND

Re ?1 Law o’ ingurance supervision

The Insurance Act 11938, applies to.all classes of insurance ané to
Indian as wcll as forelgn insuranco companies. It provides for (i)
registrotiong (ii) substantial deposits to be made - under Section 7 of the
Act, a deposit of Re.350,000 is to be made for all classes cxcluding Life;
Rs. 150 000 cach for Flrc, Murlnc, fceident and Miscellaneous insurance -
and fc" minimum working capital, scparation of departmental accounts; (iii)
limitation of commission to agents; (iv) licensing of agents; (%) prohlbltlon
of rebating, and (vi) .aboritisn of Menaging Agencies, whereby persons who
under an agresment enjoyed full control over the menagement, and conduct of
the company, were prohibited from acting in-that capacity. It further
provided for periodical wvaluaticn of Life business and submission of
returns. The ‘Act regulated the investments of Life companies, who had to
invest 55% of their assets in epproved securitics. It also paved the way
for standerdised policy conditions. Though the law was based on the o
americen and Canadian Law, it follow2d the prlnclple of minimum intervention

and maximum publicity.

#* = Rs.100 werc cquivaelent to US$ 34,97 in 1938 and to US@ 21 between
1950 and 1961,
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‘ . The Act creeted. the office of a Controller of Insurance who was
.grantea wide executive powsrs. Under Section 33 of the Act, he was’
empowered to call for an inspection into the affairs of an insurer. The
insurers wers required to submit returns of their business and revenue
accounts. The Controller and the Department of Insurance operate. under
the Ministry of Finance, with offices at Kennedy Cottagu Simla,

. The Insurance Act was meinly directed against Life assurance but it
was found very deficient and in 1950 the Insurance Amendment Act.was
passed. The Amedment, introduced the- follow1ng new £3afikes : (1) Control
of an insurer's overall expenscs relative to its business in India,
expressed as a percentege of its gross direct premium income. It was

thought that ifia company's overall expenditure was controlled, its
ability to rebats would oquullv be controlled or severely restricted.
(ii) The remuneration of Frincipal Agents was prescribed and it was
decreed that they should be prohibited after seven years. Now there is
..only one.class of agent - Insurance or Licensed agent - , whosc commission
-is limited to 15% in the case of Fire and Miscellancous and 10% in the
case of Marine business. (iii) The Insurance Association of India was
. created. (iv) The Act provided for the establishment of Tariff Committess
for the regulation and control of rates and the establishment of Regional
Councils for four arcas, thereby replacing the Agents! and Tariff
Associations..

In 1952 a Code of Conduct was introduced by the Exseutive Committee
of the General Iansuraonce Council., It ineluded a stipulation that no
covor could be granted before the premium had been paid, The companies
‘were required to furnish a.written’ undertaklng to-the ExXecutive Committee
to cbserve a number of specific points on organisational matters such as
branch and -inspectorate appointments and business procedure in the conduct
of ‘their affairs in India. -

One of the criticisms l VLllbd against Gencral insurance was that a
heavy strain was imposed on -the country'e foreien exchange position through
the reinsurance abroad of excess Indian business. In order to relieve this
strain, the Govarmment sponsored the Indis Reinsurance Corporation
(establlshpd in 1956) which was organiscd by insurers, Indian and non-
Indian, p Tth’p“uWHg in the capital as also by egreed cessions of 10%
of tnelr gross alrect p“omlum. '

In order tﬁ' handle the Reinsurance business of the Government-:
- controlled companies, the Indian Guarantee Insurance Company was
- convertaed into a roLnsurance company by ralsing its cepital to Rs. 10
million.-

The Insucence (Amendment) Act which came into force from April 1961
stipulates that "ewvery insurer shall reinsure with Indian reinsurers such
parcentage of the sum assured on each policy as may be specified by the
Central Government, provided thet no percentage so specified shall exceed
30% of the sum assured on such policy". It provides for the appointment of
a Reinsurance Advisory Committec. This law znables the India Reinsurance
Corporation and the Indian Guarantee Insurance Company to participate in
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these compulsory cessions on an equal footing, it being understood that
th: Indian Guarantee - the Govornment company - offers the ceding companics
treatmont identical to that given by the India Reinsurane Corporation.
- Though the law prov1ded fér a maximum cession of 30%, the percantage of
-compulqory ‘cessions is now prescrlbcd at- 20% ,

2.22 CARTEL LAWS

In.Indla there 1s no cartel law in respect of insurance.

.25 §Q§£§ EESURnNCE AND FORMS OF COMPULSORY IN:U?ANC

© . The first attempt at 5001u1 insurance came with the pa351ng of the
Employbcq’ State Insurance Act, 1948 vhich appliss to all factories. The
scheme 1s compulsory and contrlbutory. By the end of 1959, the scheme
had been introduced in 96 rcgions covering over 1,715,650 employces.

‘The Employecs'! Provident Funds Act, 1952 involves a contributory
scheme applied to factories. Also there are other Acts such as the Coal
‘Mines Provident Fund and Bonus Act, 1948, and Maternity Benefit Acts
" in various states. The establishment of the Employers' State Insurance
Scheme has deprived the Ac01dent OffleS of a largv volume of Workmen's
Compensation business. 4

203 ASSCCIATIONS aND iNSTITUTES

v -

2431 INSURANCE 4SSOCIATIONS, TARIFF AGRFEMENTS aND PQOLS - . L

' The Insurancc Association of India is = statutory body created by
the Insurance Amendment Act, 1950, The isgocietion has two Advisory
Committces, for Lifc and Genora1 ‘business. It alse established the Tariff
Committce for the contrel of rates, and Regional Councils in Bombay, Delhi,
Caleutta and Madras. The Act suthorised the cstablishment of the

‘Executive Committes too, “on which Government representatives arc also -
included ond which adv1ses the Controllor of Insurdncu.

The Indlan Insurance Companids A83001atlon Poolrhandles.the
Govermment and scmi-Government business shared by ‘the Indlan‘companios.
75% of the business goes to the Government—-owncd companies and 25% to
the other Indien compani:s. There is also the Calcutta Coal Pool,. which is
operated by 20 companies who cede thc fatal risks under-the Indian-Mines
Act to the Pool. It is menaged by the Calcutte Claims Bureau (established
in 1928), a body formed t» handle the claims under the Workmen's

Compensatlon Act, 1925.

In addition to th\ Insurance A550013t10n, the Bombay Salvage Corps
serves the insurance companies as well ns the public. It was established
in 1907 and is maintained by thc insurance companles, its object being
to act as an auxiliary to the firc brigade for sslvage purposes and to
provide patrols for the cotton stormga area. , :



2.32 INSURANCE TRAINING ORG:NISATTOMKYL s

. Tho Federation of Insurance Institutes (of India) was founded in
1955 to encourage insurance education in the country. It is affiliated
to the Chartered Insurance Institute, London, and has rvglonal institutes
at 28 centres. Apart from this, soms of the universities in India have
insurance as a subjsct for the Bachelor of Comm&yCﬂ.degree. ’

34 PROBLEMS AND PROSPECTS IN THE INSURANCE MABKET !

The natlonal markot in Inlia has grown both in number of units and
in volume of business. The Indian companies, having firmly established
themselves in the national market, are oxpanding their operations overseas
in territorics where there is a 31gnlilcant Indian mercantile community,
The emphasis on gross direct promium in the formula for overall expenses
has encouraged the companies to embark upon new classes of business such
as Aviation, Marine Hull, Machinery Brsakdown and Loss of Profits thereby,
Credit and lee Purchase Gueraniccs, comprehensive covers and Flood
insurance. The Government has also organised the Export Risks Insurance
Corporation and is nov contemplating Crop and Cattle insurance. Certain
pilot schemes on these lines have been opersting in some of the states.

With Life assurance as a Statc monopoly, and the other. classes of
business controlled by statutory bodiss, the Indian market is known for
its scramble for business and for the pernicious practice of rebating,
whick can only flourish by compenics resarting to malpractices and -
manipulation of accounts.. The various efforts at controlling this unhealt?y
situation have not met with any success. The Insurance Amendment Act,
1950 destroyed the long~established agency regulations and the Code of
Conduct has not been able to fill the gop. With the emphasis-on
premiums in th: market, the numerous units of the market are anxious to
maintain their premium volume rogardless of statutory or code
nblignations. ' :

Recently an effort has boen made to cstablish a Non-Diversion Scheme
on the lines of the war-time standstill agreement which operatedl in the
U.K. The Scheme also wvisualises mutual assistance to companies which
subscribe to it and suffer loss of business in consequence. The withholding
of reinsurance facilities will be onc of the penalitics imposed on
recalcitrant membsrs. The Scheme is a voluntary one and has found an eager
response amongst Indian companics, but its mechanism has yet to be set up
1o run smoothly. :

, In present Motor business, increased repairs and replacement costs
are cnhancing the loss ratio, necessitating a doubling of thu rates in
rogpect . of commercial wehicles. :

Since the nationalisation of Life assurance business, there has becn
a constant fear locally that General insurance business would also be
nationalised. Though the question of nationalisation has been repeatedly
raiscd in Parliament, the Govermment has indicated that it does not desire
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to nationalise Gencral 1nsurﬁncc on account of its exvremely nazaraous
charactcr. . ‘

A notable catastropho loss was the Bombay Explosion of 1944, when, follow-
ing the explosion in.s.s.. Fort 5tikine in the Bombay Docks, the entire
export storage arca was in flamcs. Losses worth Rs.106 million were paid,
The Govormment contributed part of the loss from funds collected under the
War Risk Scheme, trcatlnc 1+ as a war loss. -

.. ~The north-castorn belt of India is subject to seismic disturbances
and the notable earthquakes in this rogisn havs boen the Bihar Earthquake
of 1934 and the issam Barthquake of 1950. Though thare was extensive

~ damage t+ property, the insurance claims were not numerous as most property

© wes 1ot insured a911nst earthouakes.

A major loss in recent yecrs wes the dasstruction of the Assem
Sawmills., This risk was completely washed away by the floods in.the
Brahmaputra river, which changed its course following the sarthquake in
Agsam. LOt&l clalm0 app“oXIm 2ting s, 6.5 million had to be met.
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International Co-operative Alliance S;i),
Regional Office & Education Centre

for South-East Asia,
6 Canning Road,
New Delni.

REGIONAL SEMINAR ON GOOFER.TIVE INSURANGE HELD TN KULLA LUMFUR
(38D - 15 TH SEPTEMEER 1963) |

INTRODUCTION -

L Regionzal Seminar on Co-operetive Insurance was organized by the
International Co-operative Alliance, Education Centre in Kuala
Lumpur between. 3rd - 15th September, 1963. Co-Sponsers of the
Seminar were Folksem, the Swedish Insurance Co-operative Society,
the Malayan Co-operative Insuranee Society and the Co-operative
Union of Malaya. The I.C.A. was represented in the Seminar by

Mr. M. Radezki, Director of the I.C.A. Education Centre, Folksam
had made available three resource persons; Mr. S. Rimmerfeldt,

Mr. H. Bucht and Mr. D. Landin, who introduced a number of uubgects.
Mr. N.A. KularaJah General Manager of the M.C.I.S. and Mr.G.S.Dass
from the Department of Co-operative Development, Government of
Malaya algo made several introductions.

The inauguration was chaired by Enche Yahya bin Mohamed Sani,
Chairman of the Malayan Co-operative Insurance Society Ltd. The
inauguration of the Seminar was performed by the Hon ‘ble Enche
Mohamed Khir Johari, Minister of Agriculture and Co-operative,
Federation of Malaya. The Seminar was closed by ¥.M. Raja Zainal
bin Raja Tuchick, Co-operative Commigsioner, Gove roment of Malaya.

PLACE OF INSURANCE CO-OPERATION IN TrE SOCIETY.

At present, co-operative insurance does not exist in all the
countries of South East 4sia. In India, there are four co-
operative insurance societies and all of them have been working
for several years already. In Malaya, the Malayan Co-operative
Insurance Society is the largest insurance organization in the
life field in the country and hes recently also started non-life
.buginess. The Co-operative Insurance Socieyy of Pakistan with
Head Offices in Lahore has been in existence for a number of
years and carries on all kinds of business. The East Pakistan
Ce=operative Insurance Society of Dacca was started only in 1961.
In Japan there is a net of small mutual insurance crganizations
affiliated to the national mutual insurance federation of
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agriculture co-operatives. In'the Phillipines, the Central
Co-operative Exchange which is the national co-operative
marketing federation, intends to start co~operative insurance
activities in the near future. No important insurance
co-operation activities seem to exist in Ceylon or Thailand.

When organizing insurance co-operative society, a number of
problems have to be faced. One of the very important difficul-
ties is the inadequacy of legal provisions. This usually
depends on the fact that no insurance co~operative activities
have previously been performed in the country and thus there
are no regulations regarding the conduct of such business.

In some countries, the activities of the co~operative insurance
societies have to agree both with the rules for co-operative
societies in general, and with the rules applicable to ordinary
insurance companies. Thus the liberty of the insurance
co-operative organization becones very- restricted.

In many countries of South Fast Lsia, thore are provisions:
that a co-operative insursnce society must start with a

. corsiderable share capital, a large part of which has to be
- deposited in government securities. It may be difficult
for the newly established society to satisfy these rules.

Leck of trained personnel is another problem in the creation
of an extension of business of an already -existing insurance
co~operative society. Often it is not advisable to recruit
menagers and field staff from private insurance companies.
In meny cases,'it seems to be better to train devoted
co—operators to assume responsible pogitions in the organi-
zations.

The International Co-operative Alliance has certain possibi-
lities to assist newly created co-operative ingurance societies
through its re-insurance bureau and other committees involved
in the problims of co-operative insurance. Individual
co-operative insurance corganizations both in Europe and in .
Lsia are also prepared to render assistance to some extente

L factor contributing to the success of an ingurance co-operative
socicty which cannot be overstressed, is the link which has to

be created befjween the co-operative insurance scciety and other
sectors of the- co-operative movement. -Without development of

a close collaboration with the co-operative movement, the insurance
society will have great difficulties in developing 1ts strength
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and finding its place and profile in the competition with private
insurance orgenizationg. This has been the experience of co=-

operative insurance manhagers both in Furope and in South Fast

@ala.

There are many ways to establish this close link with,*hé
co-operative movement. The officers of the co-operative insurance
society may make it a rule to attend meetings of other co-
operatives. The directors of thg co-cperative insurance society
may be selectcd from ameng leading co-operators in the country.
Llthough the insurance society should do business also outside the
co-operative field in order to expand and reach the optimum

size, its main efforts ought to be directed towards coverage of
insurance needs within the co-operative movemént. Through its
investment policy, the co-operative insurance society might also
assist in the development of the co-operative movement.

In its activitics, the insurance co-operative society should try
to cater to the needs of cther groups in the society, such as

the' Youth Movement or the Trade Unicn Mcvement. In Sweden, very
close links have been esgtablished between the co-operative
insurance society and the Trade Unions. Thus 1/3 of the directors
.of Folksam, the Swedish Co-cperative Insurance Society are elected
" by the Trade Union Federaticn. ’

some of the South Fast Asian Countries,' part of the insurance
business has been nationalised. In. India, life- insurance is
operated by the Government. In Pakistan, there is a provision
that the insurance organizations should re-insure 304 of their
business with a governmental institution.

Government assistance tc some extent is certainly helpful in the
ingurance business. The Government might provide various

" facilities such as research, health control, statistics etc.

In the cases of new societies, it is essential that Government
prepares a suitable legal frame. In some cases, direct financial
assistance would facilitate the creation of insurance co~operative
societies. Such financial agsistance should preferably be given
by Government as a loan rather than as a contribution to share
capital, in order to secure independence and maintain the
co-operative character of,the insurance society.

In insurance fields which have been traditionally considered as
non-commercial, such as crop and fishermen insurance, or health
insurance, government might assist even more. The government



/
&4

\do
could for example, give additional financial assistance, cover
unusually heavy losses, or help the policy holders by paying part of the
premlum. In this way, government would promote the establishment of
insurance forms which are not economical in the tusiness sense, but
desirable from the social point of view.

OPEN_MEMBERSHIP AND SURPLUS‘DISTRIBUTION

An essential feature of any cooperative soclety ls open membership.
Naturally, membership can be limited according to the geographical

‘area of action of the society or -the types of business in which it is
involved,  The meaning: of open membership mainly rafers to the fact that

" no political nor religious bars should prevent nrospective members to
join the society. Anybody should thus be able to become a member in

the society, to participate in its activities and to gulde its

development through the ‘democratic sot—up.

There is a distinet difference between a joint stock company which is

an association of capital owners for the sake of profit and a
cooperative society which is an association of people who need a service
of a certain kind. The cooperative society has a non-profit motive.

Tt is natural that the policy holders, who utilize the services of

the insurance cooperative society, -should also be the members, and
have an influencial voice in the activities of the society. To be able
to start business, the insurance cooperative sociely has to acquire
capital. This capital can be contributed either by policy holders or
by others, who are interested in the activities of an insurance
cooperative society.

It is natural that the subscribers of share capital or guarantee

fund should get some reward for the money which they have supplied. An
“interest must be paid to the capital owners, but to> prevent the profit
motive from entering the organisation, this interest ought to be
limited and not exceed to any high extent long term bank savings
interest. In an established insurance cooperative society, relatively
small share of the yearly surplus should be distributed as interest

on capital. The surplus has been created as a result of excess
payments by policy holders and should in accordance with cooperative
principles be re~distributed to the customers as patronage dividend.

PARLIAMENTARY STRUCTURE

 Tbe rules regarding memBership»and member participation vary in the
different countries of South Fast Asia according to- local
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conditicns. In some, the capital owners have a substantial
influence, in otherg, the original paid-up guarantee capital
has been paid back and the influcnce rests with policy holders.
In the Pakisten Insurance Co-cperative Society, share-holders
participate in the general meeting and eleet the directors,
but by a legal provision, policy holders are entitled to elect
some additional directors to the board. In some cases, certain
members have more than one vote. This is the case in Malaya
where member socisties have up to five votes while individual
memberg voting power is limited to cne. Usually, the co-operative
principle one ‘momber one vote is followed, 1rrcbpﬂct1ve of
financisl congiderations.

In large societies with ma 2ny members, direcet democracy will
become less effective., All membsre w1ll not be uble to attend
the general meeting and thus will nct be able to participate
actively in the development of the society. In such cases,
indirect demccracy can prove to be an effective solution to
meintain member influences. Through the subsidiary bodies
members will elect delegates who will rppresent them in the
general board nmeeting.
Folksam Insurance Co-operative Society of Sweden gives an inter-
esting example of indirect democracy. A large part of the Swedish
pecpulaticn is affiliated to the consumer co-operative movement
and to the Trade Union Movement. The Folksam Board of Directors
elected by the general assemblies of the Consummer Co-operative
Movenment and the Trade Union Movement. Thus all the members
in these two naticn-wide organizations will indirectly participate
in the board of Folksam. Tt is clearly stated that the directors
of Folksam should primarily considsr themgelves as representatives
cf policy hclderg and not as representatives of the Trade Union
or Consumer Co—owerutlve Movement re spectively.

It ig essential to point out that while the board policy matters
should be dealt with by the board of directors, all practical
business decigiocns should be the respensibility of the paid
management. This is a pre-requisite for fast decisions and for
the efficient rumning of insurance co-operative societies.

GROUP_ TNSURANCE .

Folksam, the Swedish Co-cperative Insurance Soc1cty has operated
group insurance schemes in mony flelds since a comparatively
long time. The mest important types of group insurance provided
by Folksam are (1) group accident insurance (2) group life
insurance ard (3) group oroperty insurance.
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There are several advantages in doing group insurance business. One of
them is that selling is much facilitated as each insurance policy runs
at a much higher valus. In Sweden, most of the group insurance have been
arranged in collaboration with the consumer cooperative movement and

the Trade Union Movement, whereby members cf the consumer Cooperative
Society or members of the local Trade Union have been coverced under one
single policy. Similarly, the properties of the Trade Unions or
cooperatives have been insured under ons single policy. Also the
administrative costs are substantially lower in a group insurance
scheme,

It is natural to assumec that group insurance, partlcularly in the life
field, would compete to a certain extent w1th individual insurance.
Experlences from Sweden indicate that no severc offects of this
competition can be observed. It is however not certain that the
“experiences from a highly industrialised country like Sweden can be
dlrectly applied on the South East Asian region.

G*oup insurance’ w111 probably prove to be a good solution in many
instances for the poorer stratus of society in South East Asia. These
population groups would lack the initiative and finances to afford

‘individual life insurance.

Group insurance in the life field is already in sxistence in Mildya.
Group insurance schemes in the non—llfe Ilbld have also been introduced
n Indla and Pakistan.

"CROP . INSURANGCE

In crop insurance, the hazards can be divided into.two types, economic
and netural. The economic arise of price fluctuations in the market, and
result in lower income for the farmer. In some countries, the Government
has tried to fix the prices to avoid the problems in connection with
price fluctuation on agricultural produce. No insurance has been tried.
~in South Zast Asia to cover the loss of the farmers due to price

fluctuation.

The natural hazards rosult in a lower yield for the farmers. There are
a number of causes for such low yields. Among the most severe ones, the
following can bc mentioned - .

Floods, droughts, cyclones, locusts and other insects, high
tides in certain arcas and volcanic eruptions.

In Jundn, which 1s the most experienced country in crop insurance in
South East Asia, losses due to natural hazards are never fully covcred.
The farmers will bs benefited by the insturance only in cases where
their yields are léss than 70% of normal..Government decides on what
should be considered normal yield.

con.‘bcli.' coa?
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In India, thc Union Cooporative Insuranee has since a couple of years,
started a crop insurance schene. Rates are at ebout 3.5%. In the
Philippines, Pskistan and Maleya, there are no crop insurance schemes
in existence.

When crop insurance is started, it is advantageous that all major
crops grown in the arce be included in the insurance scheme., In thigs
way, the insurance orgenisation will get a scasonal spread, and as a
result, riskg will be spread in time, Also, if all major crops are
anludpd there will be no induccement for the farmers to concentrate
on growing crops which can be coverad by insurance.

It is felt that legal campu151on for crop insurance should be avoided.,
To promote the idea of crop insurance, an indirect compulsion might
be used. ' :

Insurance ¢ co retive socisties might frame a rule by which only
those formers Mhﬁ hav: insured their crops, will be sligible to
recelve loeans a

from the co: rW:‘d\:lv’a banks.

To start crop insurance schemes, finances and other facilities are
necded. Govermments could ¢351s+ the 1asurance cooperative societies
in the implem:ntation of crop imsurance by.giving assistance in the
form of statistics and roswarch. When abnnrmal losses occur, the
Government mlght also help in the coverage of these. Where the farming
populetion livas in migery, the Govermacnt can als» con31avr to hvlp
in thulpayments of prvmaums.

CLITLE INSURANCE

There sacms to bo less interest in the region in cattle insurance than
in crop insurance. The Union Cooperstive Insuramce Society in India is
actlve in this ficld and insures mainly bullocks “and horses. The
insured vzlue seldom cxceeds 60 = 70%. One of the problems in the
field of cattle insurence is the identification of the individual
animals. In the scheme carried out by the Union Cooperative Insurance’,
voeterinary certificates arec required for ecach aninal. A1l animals
belonging to one sﬁnglo owner must be ingured in the Union Cocperative
Insuranco Scher : '

Also in cattle insurance, Govornment a381stancu night be given on
similar lines as in crop insurance. In addition, the Government might,
provide veterinary facilitics and perform rescarch on the illnesses of
animals. : ' -



INSURANCE ¥OR FISHERMEN

N

L11 along the coasts of South East isia, there are great numbers of
fishermen's communities. The fishermen usually belong to the economically
poorer zlasses:of the society. In many cases, they are exploited by
middlemen and have a very low standard of living, In recent times,
cooperative organisati-ns hove started to emerge among the fishermen,
to cater to their economic needs. Thus cooperative fish marketlng
societies have Iz en organised.* Clusters of villages with fishing
- population have united their offorts to create fish processing or ice
produclng factoriss on cooperativs lines.

Cooperative insurance for fishermen should wherever possible, work
through existing fishermen's cooperative organisations. This will
make it sasisr for cooperativb ingurance to gain a foothold among the

ishing population which is not highly educated and often even
illiterate,

Insurance for fishermsn can include several aso\cts such as llfe boats,
- gear, cetch and the cooperative process¢ng and ice producing plants.
The aver=nge value of mechanized bhoszts seemes to be around 6,000

Indian Rs. in the South East isian region. In Swedsn, where cooperative
insurancce for fishermen has existed for a considerable time, the
business is usually dona by local socicties of a limited size. Ls a
rule, they do not insure the full value and *the rates for the boats
vary betwcen 0.5% - 5%. Naturally, the small Swedish fishery insurance
units heve developed widz re-insurance links., The Union Cooperative
Insurance of India carries on business in the field of fishermen's
insurance. The rates for boats vary between 0.75% and 2.5%. In the
beginning stages, only total losses werz insured, while now, ‘also
partial losses can be insured.

In the insuranc: of boats and gear, it is necessary to re-insure to a
high extent. Risks are very uneven, end heavy losses may occasionally
occur, due to weather conditions and othor hazards, In India on one
occasion, 250 boats were lost during 48 hours. This stresses the
advantagos of largc scale operations both financially and geographically,
so that the risks can be better spread. It seems as if a nation-wide
inguyance organisation would be preforable in the South East dsian
context. Alternatively, local socistics might build up a strong faderal
organisation to which they would be affiliated and which would help them
to even out the rigks., In thye field of fishermen's 1nsurancc, Government

* Mzchanized bosts are not within- cconomic reach of individual fisher-
men, Such boats have started to appuar in the various countries, and
are usually owned by small groups of fishermen, on cooperative basis.



assistance would be desirable in similar forms as in crop insurance. In
addition, the Govermment might also control the sca~worthiness of boats,

end in this way save lives and diminish financial risks for the
cooperative insurance organisations.

SCONOMIC SIZE .

fimong the existing insurance organisations in  the world, we will find
gilants with business'spread 21l over the world, with profitabls results,
but also veryHSmaliborganisations opcratih‘ ‘in a gbograohloaLIy llmlted
area, bubt giving good nd uCOanlC SuerCO to thulr customers.

The small cattls insurance organisationq in Scandinavia show the
advantages of small size, In an insurance cooperative soclsty with few
members, there will be a mutusl knowledge botwecn the members and thus
they can inter-chcck each oths L The rasults will be a lower claims
ratio and also lower premlums. The smull society usually does not have
any full time employees. One of thoe membsrs administrates the society
on a part-time basis. Thuq administrative costs can be kept very low.
As a result, the operations will be eccnomically compstitive.

But on the other hand, there are a number of important advantages
accruing from large sizc. It 1s nocessary to have a substantial

business to be a¥le to insure larg: and cxpensive objects like air
crafts, ships and factorics. Large size adds to the competitive strength
in the market. This is a pro-requisite for initiative and action. One

of the objects of insursnce cooperative societies is to introduce new
insurance forms for the bencfit of the community. The competitive
strength makes it posgible for ths large insurance cooperative society
‘o0 introduce such novolties, Derhapu against the wishes of its
competitors.

*A medern trend in insursnce is mochanisation of ‘a number of processes.
Only a large insurance organlsation can afford the time-saving but
cxpensive clectrenic equipment which eccelerates the routines and the
oper-tions cheaper, 4 smhll insurancs unturprluc will usually have to
concentrate its business to a certain type of incurance; size is
necessary in crder to give. diversified service to the customers. Also
in the internal structure, there is a certzin advantage of large size.
The large organisations will be able to offer p“cmotlonal facilities to
their employees and also lel be in a bettcr position to attract new
employces.

In the Sowth Zast :isizn region. legal regulatisns usuclly force the new
insurance organisations to thrt with a2 considerable capital. Thereiore
it is usually not possible to create small insurance organisation

in the region., In India for exemole’, the initial capital of an .
insurance organisatiocn must be 400,000 Rs., 2 large pert of which has
to be dopositud in Govermment securities. The trend on the whole in
South East fLisia secms to be towards larger and larger insurance
orgenisations, This is achisved both by expansion of business and by
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.omalgamation batween'differant organisations.

'uCRUITMLNT ORGANISATION & EDUCATION

There is a general feellng in the countries of South East Asia of a lack

of persqnnel with ¥nowledge in the insurance field. Many of the insurance
orzenisations in South Eost Lsin have %o recruit part of their staff from
oubside the region or else send their young exeeutives fer further train~
- ing in Burope or the U.S.A. Recruitnent to the cooperntlve ingurance

ortunlsutions seens to be an important preblem.

When, employing personnel in a cooperative imsurance organisation, it is
not suf ficient to have persons with.a technicsal skill, It is also
necessary that the employecs arc devoted cooperators so that they will

be able to attend to the development of contracts with other cooperative
sectors. In their recruitment policy, codperative insurance organisations
usually have to choose between cooperators who have to be developed

‘into insurence men, or insurance technicians who have to be taught to
undbrstand cooperation. This is not always an easy task., -

The 1ntprnal orghnlsatlon of an imsurance coopara thu soclety will
prlmarlly depend on its size Usually, at the carly stag@s, when the
society is relatively llmltud in size, line orgenisation is adapted. With
time and growth,-othsr tjpcq ‘of orgrnisational structwre have to be
evolved. It is essential to build into the organisation a system of
promotion, whercby the most efficicnt staff wlll get an opportunlty for

more responsibility and better payment..

In the work, the young personnsl should have a chance of inwork training
whereby their abilities in various fields will bz developed. The edweation
of employecs should consist not only of insurance knowledge, . but also
" of cooperation and other social subjscts. Many organlsatlons have
~developed - a system of internal cdw ction cons1st1ng of courses seminar,
~case studics and correspondonce courses. an efficient msasure to develop
leaders in the society is Totation of the manaobLLal staff. By this the
;(executlvbs will thoroughly learn tho dlffoﬂent asnects of their
‘organisation. It is also bSSbntl&l to give an opportunlty to the higher
exccutives to stuy other insurance o”ganlqatlons, both in the home

country and . abroad.

In the recruitment of agents a careful selection has to be made. The
agents should be trained carsfully so as to be abls to face various
situations in their field work. Sufficicnt reward should be given to the
agents for efficient.selling. Incentives in the form of salary ihcreases
have often proved better then high commission rates.

One of the problems t9 bu s6lved is the compotltlon whlch is llkely to
arise between full and part - tlmb agents. This may be avoided by dividing
geovraphlcal areas bsuwncn ‘the two categories of agents.
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It is felt that in the conditions pryvalllﬂg in South East Asia the

same agents should dsvote themselves both to life and non-life business.
Similarly the home - office organisation needs not be split up but
ought to form onc single unit covaring both types. of insurances.

Although thorough guldance and supervision of the field force is
_expensive, it is likely to result in higher salcs and better morale
among the sgents. The supervision can be implementcd inter alia by
agents' mectings and study-courSes, whbrv field problems are discussed.

The cooperative insurance society u]“O has to =ttend to the problems of
member sducation. Particularly when crop and cattle insurance are to be
introduced in an areca where literacy is not very high, an intensive
educatiosn campaign may prove necessary. The cooperative insurance
officers may attend mectings ~f the agricultural cooperative socleties
and cxplain the new insurance forms, they may use pamphlsts, or try to
“reach the farmers by contacts throqgh the primary school system.

CAPITAL AND INVESTMENT

To start its activitics, an insurancs organisation needs capital. This
can be supplied in the form of sharc cepital in the case of limited
stock companies or as a guarurtﬂe fund in the' case of mutual companizs.
It is a common practlcc that the guntantec fund is paid “back . to the
‘original founders once the bus1ncss h&a haen « stabllshed and reserves
“ereated, :

With increasing business it is necessary for the insurance organisation
to croate resgrves of different kinds to be able to face financial
stocks which may appear in the course of the business. Reserves can be
divided in two main categories: (1) Those belonging to the capital
owners of the org-nisation, c.g. legal rcserve, catastrophe reserve
squelization fund etc. These rescrves have been built up from surpluses
of the operations of thp insurance organlsatlon. (2) Those belonging
to the clients of the insurance aLgunlbatlon, S funds created for
unsattled claims, or funds consisting of premium income for futwe
periods. Also such reserves can contribute SubSUmnulally to the capital
needs of an insurance orgﬁnls°t15n.‘

In a COOpﬂr”tiVL society the policyholders are as a rule also the owners
of the organisation. Therefore the distinction between the two- tynes of
reserv s may not be very claav in a cooperative 1nsurance soc1ety.

ﬁny insurance org anis: tlon, while investing its funds must take several
aspects into consideration: (1) security, real and nominal (2) liquidity.
To satisfy thess requlruments the insurance organisation has to spread
its 1nvestm~nta into various: flolus. The most usual types of investment
of insurance organlsatlons arot- reel estate, mortgage snares and
governmcn ecurltleo.’j '
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An insurance cooperative crgonisntion mwst, besides the above
considerations also take into account the socizl aspect: to what extent
will its investment favowr ‘further development of the cooperative
movement. Naturally, the insurance cooperative society must. primarily
bear in mind the interssts of the policy holders; but whercver
investmcnt can be made on equally. advantageous turms in both the
cooperatlv and prlvb e fleld the cooperative sector should be chosen,

The. Mdlayan Coope ratva Insuranoe 5001uty works in v&ry close
collaboration with a number of cooperative 3001 ties of different

types. Most of the investmont of the M.C.I.S. is made in these societies.
In addition, policy holders can in certain cases obtain loans on
fevourable terms for housc building. Llso in India and Pakistan a large
portlon of the investment is made within the cooperative field.

B~ INSURANCE

The insurance company may sometimes find itself in a situation where

claims arc so large that it might be difficult to cover them out of

its own funds. This is particularly the.case for a small insurance

crgenisation. To avoid the risks of bankrupcy, insurance organisations

all over the world have developed a re-insuranca system between themsclves

- whereby all lerge risks are distributed between-a number of 1nsurance
~companies in. different countrl 35, :

Thbre are SGVur&l re-insurance forms suitable for dlffrrent klnds of
risks 21— . ; ,

1) Surplus re-insurance, mezning that individual large insurance
policies are re-insured to a certain percentage, with other companies.
When a claim is made on the re-insurance policy, thore ‘insured part
has tn b\ covered by thc re-insursr.

2) Stop“loss re~insurance is a su1t~b1u form. whure there are many
policies of limited amount, which are related to sach other. A typical
exemple is crop insurance: in a geographically limited area. Due to
weather conditions all the nollcv hold:rs in the arca may 51multanbously
make claims on the insurance company. Stop loss insurance means that the
insurance company which has signad the pol¢c1cs will only cover cleaims
up to 2 certain total amount, while claims above this amount Wlll be
cnvurod by the re~insurer.

3) Excesn: of loss re-insurance is sultuble in cases whare there are
many similar policics, and claims arc usually small, but can reach
very high levels. An example is motor vehicle 3rd party insurance.

In this case, excess of loss re-insurance protects the insurance
company in cases whero the claim for a 31ng e policy exceeds 2 curtaln
amount. : :
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Re-~insurancz is a business done on world scale. There is a world wide
tendancy tn re-insure bad policiss to a higher extent than good. Lack
of knowledge about local condition may make it difficult for an
insurance organisation to accept or reject a2 cortain swggestion for re-
insurance. In many countries therc are brokers of re-insurance, who
arrange the deal between buyer and-seller of re-insur%nce.

The I.C.A. Re-insurance Bureau is nsithcr a company nor a broker, but
serves as an adviser in order to build up a sound cooperative
re-insurance all over the world., The Burcau tries to arrange re-
insurance within the cooperative insurance family, and in o few cases
outside the coopsrative circle. Tho premium axchange of the Bureau

at present amounts t» about £ 3,000,000/-.

PREMIUM RATH DETSRMINATION

On calculating the premium, the insurance organisation must include
in the amount both administrative costs and the costs in connection
with payment of claims. To be able to determine the proper premium
amount, the risks have to be measurable. In the determination of
premium rates, statistics of previous sxporiences are very important,
It is essontial for an inswrance orgonisation 5 keep a record of
carlier developments. \

Usually it is wonssible to sub-divide poliecy holders into groups
acenrrding to varying risks in connection with the determination of
rates. Thus, for example, in 1ife insur ance, policyholders are divided
intn age groups. The youngour policy holders woiuld thus have to pay
lower promium as the probability of their death is lower than in the
older age group.
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{Sociste Cooperative 4 issurances "La Prevoyance Sociale"
P.S. Building, 151 rue Royale, Brussels, Belﬂlu.m)

9%, Mr Don Johnson, Member, IGs Relnsurance Bureau

(Vice President, International Programmes,
Nationwide Mutual Tnsurance Company, 246 Nortn High Strect

Columbus 16. Chio. USi)

10. Mr Knut Lindberg, Member, ICi Relnsur:mce Bureau
(General Manager, FOLKSAM International, Suockholm 20 bweden)

11. Mr H.H. Knighbton, Secretary
ICi Reinsurance Bureau
Miller Street, Mancnestsr-4. UK

4. Government  of India Ministry of F‘ood “gl 1cu1tu g Community
Develooment and Ooopseration)

12. MrK.s. oheraSeknxren, Commissioner, Cocperation
Ministry of Food igriculture Go'nmunlty Develooment & Yooperation

Krishi Bhave.n, New Delhl-

13. Mr Hira Prasad, Under Sccretary, Coooeratlon
Ministry of Food jgriculture Communisy Development & CooPeratlon

Krishi Bhavan, New: Delm_-l

14. Mr R. Venga, Under Secrstazy, Cooperation
Ministry of Food igriculture Community Development & Cooperation
Krishi Bhavan, New Dsihi-1 :

5. International Cooperative Alljance

15. Dr S.KX. Saxena, Regional Qfficer
Intemational Cooperative 4lliance T
Regional Office & Education Centre for South-Bast ssia
. 6 Canning Road, New Delhi~l - '

16. Mr Hans Dahlberg, Joint Director
International GOOperwti\re Alliance
Regional Qffice & Fducaticn Centre for South—bast hsia
6 Cannmg ROud Vew Delhi-1 :




INTERNATIONAL CO-OPERATIVE ALLIANCE
REGIONAL OFFICE AND EDUCATION CENTRE FOR SOUTH-EAST ASIA

Head Office : 11 Upper Grosvenor Street, London W.I. Post Box No. 639, 6 Canning Road, New Delhl-
Cable : Interallia. Telephone : Grosvenor 5991.3 Cable : Interallia. Telephone : 42391.3

Your Ref.

Qur Ref.

Dear Sir,

The International Cooperative illiance, in collaboration with the
National Cooperative Union of India, is organising between February
6 and 8, 1967, a national seminar on "Cooperative Insurance in
Indiat: Problems and Prosgpects" in Nlew Delhi. The Seminar will bs
held at the India International Centre, AO Lodi Estate, New Delhi-3.
Ir addition to the delegates represerting several important coopere-
tive general insurapce societies in India, representatives of the
Government of India, and the National Cocperative Union of India will
also participate in the Seminar. The ICL rfeinsurance Buresai, which
is touring the Scuth-bast idsian Region at present, ”111 also hake
part in the Seminar,

a copy of the press release prepared in connection with the Seminar
is being forwarded to you, with a request %o please include the

news item in your newspaper at your earliesb.

The Seminar opens at 9.30 a.m. at the India Intemational Centre
on Monday, February 6, 1967, end we wonld much like that a representa-
tive from your organisation participates in the opening tunction.

Thanking you,

Yours sincarely,

: Hans Dahlb°

fnecly Press Rclease. , Joint Dl.rectoL .



INTERNATIONAL CO-OPERATIVE ALLIANCE
REGIONAL OFFICE AND EDUCATION CENTRE FOR SOUTH-EAST ASIA

Head Office : 11 Upper Grosvenor Street, London W.1. Post Box No. 639, 6 Canning Road, New Delhi-|
Cable : Interallia. Telephone : Grosvenor 599(.3 Cable : Interallia. Toleph.ono : 42391.)
Your Ref
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PR&ESS RELI

1

A national seminar on "Cooperative Insurance in India - Problems
and Prospects" is being organised by the Intemational Cocopevative
4lliance Regional Office & Education Centre in collaboration with
the National Cooperative Union of India from February 6, 1967. The
venue of the Seminar is India Intemational Centre, 40 Lodi Estate,

New Delhi-3, A copy of the procgramme of the Seminar is enclosed.

Delegates

THE Seminar will be attended by about twenty delegates representing

the Cooperative Insurance Sector in India, Government of India in the
Ministry of Food dgriculture Community Develorment & Cooperation, end
the National Cooperative Union of India. In addition, the four members
of the ICA Reinsi_lfance Bureau which is at presont touring some countries
of 4Asia and Far Bast will alco tseke part, 4 list of participants is
enclosed.

Purpose of the Qeminar

AT present a pramium of nearly 15 million Rupees is being underwritten
by the Cooperative Ineurance Secitor in India., The Indian insurance markeb
as well as the insturance market elsewiere ic characteriesd by very hard
competition. The Seminar will, in one of the esssions, devote its attentio
to the relations between the cocperative ilascurance sector and the
Life Insurance Corporation of India. Bv having e majority of the repre-
sentatives of the cooperativ: ingsuraice societies in the Seminar it is
hoped that a common understanding and policy with regard to their
collaboration and agreement with the Life Insurance Sorporation or Indie
will be arrived at. The seminar will also provide an opportunity for the.
exchange of knowledgs and experiencas sud for  bringing about a cross-
fertilisation of ideas on some important problems.

| In many countries of the world, cooperative insurance has

developed very rapidly. In the United States and several Ruropean
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countries, the cooperative insurance sccieties are represented among the
leading insurance enterpfises in the respective countries. This successful
devélopment is a result of efficient management in respéct of forecasting,
- planning etc. enabling the socisties to meet effectively the keen
competition from other agencieé.

It is hoped that the Seminar will contrioute to suggest an action
programme for the prospects and future development of cooperative insurance
sector in India. |
ICi Reinsurance Bureau

THE workd cooperative movement has an international organisation called the
International Gooperative &lliance. Through its Insurance Committee, and
also through its individual member companies, the Alliance can give help to
cooperative and trale unicn movements in starting a cooperative insurance’
enterprise, The governing organ of the Committee is the Executive Committee
In 1965 the Insurance Committee of the IC4 had a membership of
56 gsocieties, representing more than 55 million policyholders in more then
20 countries.
A sub-committee of the Insurance Committee of the Alliance is the
ICA Reinsurance Bureau. It is neither a company nor a broker, but serves as
an advisor in order to build up a sound cooperative reinsurance all over bh
world. The Bureau tries to arrange re-insurance within the cooperative
insurance family, and 1n a few cases cutside the cooperative circle. The
premium sxchange of the Bureau amounts tc around £ 3,000,000. The
function of the Bureau is to help new societies place their réinsurance
favourably. A company should not assume all of a large risk, but must share
it with other societies. This sharing of risks is called "reinsurance".
The secretaxliat of the Bureau is located in Manchester, United Kingdom.
ICa in South-East asia .
THE Regional Office & Education Centre, New Delhi, 1s an extension of the
IC4 Secretariat in London. The Centre has the task of developing the general
activities of the 4lliance in the Region, acting as a link between the ICA
and its affiliated organisations and representing it in its consultative
relations with the regional organisations of the TN and other intemational

bodieg. 4s a part of the programme c¢f sducational activities, the RO&EC
organises regicnal seminars, experts’ conferences and national seminars for

the Cooperators of the Region on pertinent aspects of Cooperation. 8o far, the
Centre has organised about 45 seminars and conferences in which more then
1,200 Cooperators from the Region have participanted.




INTARNATIONAL COOPERATIVE alLIaNCE
Regional Office & Aducation Centre for South-fast Asia
Post Box Number 639, 6 Canning Road,

New Dalhi-l.

India

National Seminar on

WOPBRATLVE INSURWNCE IN INDIL ¢ PROBLEMS & PROSPECTS

Venue: India International Centre, 40 Lodi Estate, Wew Delhi-3

Participants

1. Indien Delegation

1.

2. National

Dr P. Natesan, President :

Cooperative Fire and Genersl Insurance 8001ety lelted
Post Box Numbsr 1249: -

32/33 Linghi Chetty Stree 1, Madr&s—l

Mr Madhavarao invari, Manuging Director
Cooperative Generil Insurance Society Limited
3-5-1096 Narayanzuls, Post Box Numbbr 212 :
Hydera-bad—29 . ndhra Pradesh

Mr L.5. R. Murthy, Chiesf M“naper .
Cooperztive General Insurance Jociety le1t’°d
3--5-1096 N arayensuda, Post Box Number 212
Hyderabad-29 . indhra Pradesh

Mr J.V. Desai, Manager

Union Cooperative Ingurance society Limited

Union Cooperative Insurance Bulldlng, ,

23 Sir Bhlruzeshm I\/uht,x Road, Fort, Post Box No. 102’7

’ Bombay—-l .

~ Dr D.D. Shah, Dlrector B

Union Cooperative Insurance Society Limited

- 23 Sir Phirozeshah Mehta Road. Pogt Box Number 1027

Fort, Bombay-1

Dr W.C. Shrishrimal, L;Tmiger .
Maharashtra State Goopbratwe Bank L1m1ted,

representing
Maharashtra State Cooperative General Insurance Society Ltd

9 Bskehouge Lane, Fort, Bombay-l.

Cooperative Union of Tudia

7.

Mr P.R. Parachure, Joint Director
National Cooperative Union of India
72 Jorbagh, New Delhi-3.
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3. I0.. Reinsurance Bureau

8.

9.

10.

11.

Mr Reymond Lemaire, Chairman, ICi Remsurance Bureau
(Sociste Coopsrative 3’ issurances "La Prevoyance Sociale!
P.S. Building, 151 rue ‘ioy,tlo, Brussels. Belgium)

Mr Don Johnson, Member, ICA: Reins‘urance Bureau

(Vice President, Interndtlunal Programmes, .

Nationwids Mutual Insurance Company, 246 North !-Ilgh Strect
Columbus 16. Ohio. USa)

Mr Knut Lindberz, Member, IC. Reinsurance Bureau
(General Manager, FOLKSAM Intemational, stockholm 20.Sweden)

Mr H.H. Knighton, Secretary
ICi Reinsurance Bureau
Miller Street, M*‘mc‘ncstar—A UK

4+ Government of Tudia (Ministry of Fooi u.grlculture Community

Develuoment and COOpul‘atlun)

1z2.

13.

14.

Mr K.9. Chundrasekharan, Commlssmner, Cooperation
Ministry of Food igriculture Gonmunity DeveloPment & Yooperation

I&rlshl Bhavan, N ow Delh:;.—l

Mr Hira Prasad, Under Secretary, Cooperation
Ministry of Food Agriculture Comzmmlt; DcvelOpment Cooperation

Krishi Bh,wan, New DeLu.—l

Mr R. V\,ngu, Under Sscrstary, Cooper;tlon
Ministry of Food igriculture Community Development & Cooperabion

Krishi Bhavan, Wew Delhi-1

5. Internationzl Cooperztive Allience

15.

Dr 3.X. Saxena, Regiondl Officer

Intemational Coopsrative alliance

Regional Office & Education Centre for oouth—maat asia
6 Cenning Road, New Delhi-1 '

16. Mr Hans Daklberg, Jcint Director

Interational Cooperative allience ’
Regional Office & Hducaticn Centre for South—hqst agia

6 Canning Road, Wew Delhi-1




INTERN..TION4L GCOOPER4TIVE aLLLiNGCE
Regional Qffice & Education Centre for South-Bast isia
Post Box Number 639, 6 Canning Hoad, New Delhi-1. India

Natlonal Seminar on -

GOOPEI-L.T.[VE INSURANCE IN INDL; : PROALEMS & PRCSPECTS
!

(Venue. Indla Intvrn“tlonal Centre, 40 Lodi Estate, New Delhi-3)

Progranmnme

MOND4Y, February 6, 1967
' Q?.BO - 10.30 . _Inauouration.

~ 1. Survey of Coop r;tlve Insurance in Indla, w1th
-.,Speclal reference to problams.

10.30 - 11.00  Tea break.

11.00 - 12.00 - Coopzrative Indurance in Retrospect.
Introduced byt Dr P. Natssan, President
Cooperative Fire and General
Insurance Society Limited, Madras. -

12.00 - 13.00 Prosantation . of various insurance societies - - .
Present position.
Lunch break. S

14.00 - 15.30 Presentation of various insurance soc1etles -~
Present position. (Continued) ' Lo

15.30 - 16.00 " Tea break.

16.00 - 17.00 Bconomic Size .nd results of cooperative insurance
Sector.

Introduced by: Mr Hans Dahlberg, Joint Director
v R Intern.tional Cooperative alliance
New Delhi
Discussion.,

TUESDAY, February 7

. 09.30 - 10.30 2. Coopcrative Insurance Sector and the Life Insurance
Gorporation of India.
Introduced by: Mr J.V. Desai, General Maqager
Union Coopcrative Insurance Society
+ Limited, Bombay

10.30 ~ 11.00 Tza Bresk.
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11.00 - 12.00
14.00 - 15.00 3.
15.00 - 15.30

WEDNESDLY, February 8

09.30 - 10.00 4.

10.00 - 10.30

10.30 - 11.00 -

11.00 - 12.30

14 '30 15 0.30

15.30 - 16,00
16.00

17.00

-2

Digcussion.

» Lunch break.

Progrc,ss and Fut‘.u.re.T How bto Accelerate Ooop rative
Insurance Business.

Introduced by: Mr Madhava Rao Anvarl, Mg. Dlrectdr _
s T Cooperative Ganeral Ins.lrs.nu,e 8001=ty
lelted, dyq@rabad -

Tea Bresk. *

Discussion.

Indian Insursncg Mark.et and the ICA Reinsurance Bureau.

, Int.roduced by: Mr i.S.R. Murthy, Chief Manager

Cooperative General Insurance Society
' Limited} Hyderabad. i .

Introduced by: Representative of ‘the ICA Relnsurunce
Bureau., :

Tea Break..
Discussion.

Lunch break.
-H 5
Iy

Action programms

Tea break

};ction programme and conclus:Lon.




