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4 national seminar on Cooperative Insurance was organised in New Delhi
by the International Qooperative dlliance, Regional 0ffice and Bducation
Centre foi' South-Bast 4sia, in collaboration with the Naticnal Coopera-
tiv'e Union of India. The Seminar was hsld from February 6 to 8, 1967
at the India Intemational Centre, New Delhi. Thé delegates represented
the cooperative insurance sector in India and the (bvemmeﬁt of India
in the Ministry of Food, Agriculture, Community Development and
Cooperation. The four member team of the ICA Reinsurance Bureau also
participated. A list of delegates as alsol a copy of the programme are
attached, |

The various cooperative insurance socleties were briefly presented.
These were: The Cooperative Fire and Gemeral Insurance Soclety Limited,
Madras; the Gooperative Germeral Insurance Society Limited, Hyderabad;
the Union Gocperative Insurance Socisty Limited, Bombays the Societe
Cooperative d“ Assurances "La Erevoya.nce Sociale", Brussels, Belgiu;n;
the Natiomwide Mutual Insuragce Gompany, Golumbus, United Statess
FOLKS4M, Stockholm, Swedens and the Gooperstive Insurance Socisty of

England. Mention was made of their capital and surplus position, the



perliamentary and voting structure, the organisation of their field
/

force and,' training facilities.

Cooperative general insurence in India is of a rather recent
origin. The {irst one to be established in India was the Cooperative
Fire and General Insurance Socisty Limited, Madras, in 1941, Today
" there are four cooperative general insurance societies transacting
business and in addition anothér society has recently been established
in Mahgraghtra. The principal aim for establishing the sécieti‘e's wasg
to provide economical and efficient services to cooperatives and also
to keep the cooperative premium within the Goope;-a.tive Movement itgelf. .
With the exception of the societies in Madras and Maharashtra, the other
three societie»s are registered for undertaking operations on an all-
India basis. The Oriésa Cooperative General Insurance éo,ciety has,
besides. ite head offices in Guttack, two branches only. The Cooperative
Genefal Insurance Society,Hyderabad, and the Union Cooperative
Insurance Society Limited, Bombay, are however operating on a national
bagis. Their field force consists of 6,000 and 12,000 agents
respectively spread over the entire country. The total premium under
written by the generél. insurance sector in India in 1964 émounted to
450 million Rupees out of which the cooperative general insurance
séctor was responsible for 15 million Rupees. OQut of the latter
apount, 75 per cent was hanc-lled by one society, the remaihing 25 per
cent being handled by the other three. 4ll types of insurance
policies are being underwritten by the cooperative‘ ingurance sactor.
Besides the most usual types of policies like fire, marine, accidents

etc. certain..experimeﬁts with new coverage have also been- tried dut, for

example, eattle insurance,



It was found that the overwhelming majority of premium to coopera~
tive ms&ance societies still originated from the cooperative sectcn/,
a situation which contrasted sharply with the cooperative insurance
sogieties in Europe and the United States of America.

In the presentation of the cooperative 'i_nsurance movement in
India, the following mein points were made:

1. Due to the inc;easing diffusion of cooperative tasks away from
the Government Agency in charge of coop. sucieties (2.2. Coop fisheries
socisties and the Director of Fisheries) the business accruing from the
ngggggagévgooperative insurance sovcieties was likely to gslacken.

2 ‘The ways 1o 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 compared
to a cooperative organiéatj:on were discussed.

3. Gooperative insurance societies were facing a serious problem

as & result of the Reserve Bank of India’s recent Banking Regulations
Act under which banking institutions including the cooperative banks
were finding 1t dif_ficult to participate with more than a token
contribption of 2% to the total share capital of a sister cooperative
institution. What is more, if the contribution they had made wes more
than 2%, the same could he withdrawn by the cooperative banking
institutions, thus posing a serdious problem to the capitgl structure of
the cooperative insurance spcisties..

4. Some attention was also given to the investment by cooperative
insurance societies w;i.thin the ;ooperative sector itself and several

examples were cited to illugbrate this practice both in the Indian and

Western contexts.



4

5. The various forms in which commission was paid were also discuséed,
namely, the acﬁual payment to the aggnt or, in the case of cooperatives,
wofkiﬂg the benefit into a lower premium structure. Differeht practices
in this regard bebween the Buropean societies, on the one hand, and the

United States” Nabtionwide on the other, were noted.

Economic Size of a Cuoperative Insurence Society

When discussing the economic size /of en insurance entez?pri‘se, it
was sbated that no general rule could be applied in this regard. A4s an
indication, it was mentioned tﬁat a great number of small mutual insurance
companies exist in the field of cattle and fishermen’s insurance which
provided very good service to their member-policyholders. The
development in the insurance world today is; however, towards larger
units which trend indicates that mass doverage is the most economica.l.
& large-sized insurance enterprise is financially much stronger than a
small sized society. BSuch financial strength is helpful in meeting .
competition effectively; it allows for experimenting with new types of
policies; makes it possible to employ qualified technicians and
specialists to guide and édvise on management affairs; permits the )
yse of modern business machines; and, finally, mekes it possible to
underwrite larger risks. -In addition, a large-sized enterprise
operating over a large geographicél area would automatically spread
the risks economically which is the fundamental mechanism of insurancs.

In this connection, the Saninaf devoted its attention to what,
'.in°the Indien context, may be regarded as an economically'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



mininum business required stc., was of utmost importa.rice. The /

Seminar suggested that this aspect be gone into further in relation to the

reéoﬁmén\dahion_ of the Study Team of 1964.

The Goopsrative Insurance in India and
the Life Insurance Corporation of India

Prior 1_:0 1956, the cooperative insurance gocieties were trensacting
ell types of business on a restricted basis, the restriction being both
in reépect of the area covered as well as the typae of business uﬁdei‘-
taken. This limitation m business was mainly on account of the small
size of the cooperative insurance societies which had to operate with
limited rescurces in competition with the insurance companies in the
private ssctor. GCooperative insurance‘ societies were able to expand
their business on account of the development of cocperative industries
eand institutions during the Seccnd and Third Five Year Plans and because
of the effective services which they offered and still continue to provide.
However, the year 1956 marked the entry in the general insurance
busiriess of the Life Insurance Corporation of India (LIC) through its
subsidiary. Subsequently, in 1964, the LIC itself entered the general
insurance field and this created difficulties for insurance cooperatives
on account of the severe competition of the financially powerful LIC
which also enjoyed the backing of the 3tate. |

It was reported at the Seminar that cooperative societies which
had received directly or indirectly government assistance were asked
by the govemment to place their,business only with those coapepative
insurance societiss whose financial position had been examined end
found to be sound by the Comtraller of Insurance. In the =zltemative,

the business was to go %o the LIG. According to cooperative insurers

-
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the practical result of this policy will be that the bulk of the

business might be placed with the LIC. The Seminar noted that there

was, however, no objection in principle against cooperative orga.nisatior.l.s
placing their business with cooperative insurance societies. 4 similar
problem was faced by the cooperative banks when the State Bank of India
we.s established. However, in the case Vof the State Bank and the
cooperative banks subsequently, relations were pmpefly egtablished

so that both types of institutions supplemented the activities of the

other.

The business of “the cooperative industries such as cooperativs
sugar and spinning mills which have come up mainly on eccount of the
active and substantial govemment support, represents a sizeable pro-
portion of the total cooperative premium. 4n earmarking of this
business to the insurance cooperatives would contribute considerably
towards their development.

The Seminar discussed the approach to be adopted for tackling the
problems of the cooperative insurance sector arising out of the entry
of the LIC in general insurance business. The seminar felt that as
a, long tem objective, greater business efficiency should be
developed by cooperative insurence societies. In this connection, the
Seminar pointed out that successful ipsurance business could be built
on threa main factors, viz. (1) by operating for a large number '
of peoples (2) by operating over a large geograﬁhical areas ‘ahd

(3) by having a large—~volume of premium income.



Recommendations of the Seminar

In order to increase the competitive efficlency of cooperative
insurance societies, one of the delegates raised the question whether
_an attempt should be made to Amalgama.te the existing societies into &
nationwide organisation or some arrzmgeﬁlent for joint working
>should be evolved. The aspect of meking eppropriate representation
to the govérmnmt for allowing the cocperative societies to centinue
to insure with the insurance coo;;ératives was also discussed. In
this connection the Seminar recommended that the insurance cooperative
SSCieties in India should constitute, under the auspices of the
Naticnel Gooperative Union of India, an all-India Comnittee on
GQOperative Insurance for the purpose of representing to ﬁhe
government the pmbiems of insurance cooperatives vis-e~vis the LIC
and the joint stock companies, and to discuss and to develop on a
continuing basis a concerted programme of activities leading ulti-

' maﬁely to the organisation of an A4ll-India Federation of Cooperative
Insurance Societies or the creation of a nationwide insurance
oboperat ive organisation.

The Seminar recommended that the prcposed all-India Qommittee
should consider for immediate action the following points:‘-

1. To achieve mutual understanding among the cooperative zeneral
insurance societies for setting up commenly agreed upon branches
in' big cities, evolving mutually accepted premia rates, and

ai'ranging for a jecint share of premium income.
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2. To take up with the proper authorities the matter of raising
‘the existing reserves for unexpired risks to 75% and the relaxation
* of .expense ratio allowed under the insursnce act.

The consensus o‘f the Sepinar was that a sizeable share of the
insyrance business of all Union and State Government undertekings and |
nationalised industries should be ear-marked to the cooperative general
insurance societiss to stimilabe their growth,

For a progressive incréase of premium earmings the cooperative
insurange sectpr should lay increased emphasis on convassing non-
cooperabive business, such as, from small industrialists and traders.
This has vast potentialities.

The Department of Cooperation in the Cnveinment of India should
persuade the cocperative instituticns to place their insurance business
with tlf;a cooperative general insurance societies. This would be in
line with the new cooperative principle of "Cocperation among Coopera~
tives" accepled by the 23rd Congress of the Intematiohal Gooperative
Allisnge. Gonventions should be developed so that cooperative
ins;titutions would insure with cooperative insurance societies.

:The ICA Reinsurance Bureau should‘help the Indian Cooperabive
Insurers by placing their reinsurance without insiting on reciprocity‘.
It »((as explained by ﬁhe representatives of the Bureau that the waiver
of the reciprocity clause would not be practicable in the léng run.

However, they would consider making a symbolic gesture without any

long-tem commitment.

Enclss List of Parbicipants
‘ Programme of the Seminar.
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Programme

MONDaY, February 61 19%

09.30 -~ 10.30 . Inayguration.
1. Survey of GooPQrative Insuranee in Indla, mth
speeial refemgnce to pysblanms.
10.30 -~ 11.00 Tea byeak.
11.00 - 12.00 Cogoperative Insdrance in Retrospect.

Introdeced by: Dr P. Natesan, President
Cooperative Fire and General
Insuranee Society Limited, Madras

12.00 -~ 13.00 Presantation . of various insurance societics -
Present position.
Lunch bregk.

14.00 - 15.30 Presentation of various insurance socisties -

Present position. (Continued)

15.30 - 16,00 Tea break.
16.00 - 17.00 Economic Size and results of cooperative insurance
Jector. '

Introduced by: Mr Hans Dahlberg, Joint Direstor
International Coeperative dlliance
New Delhi

Diseussjon.

TUESDAY, February 7

09 .30 - 10.30 2. Cooperative Insurance Sector and the Life Inguramce
Corporation of India.
Introduced by: Mr J.V. Desai, General Manager
Union Cooperative Insurance Socisty
Limited, Bombay

10,30 ~ 11.00 Tea Break.



11.00 - 12000
14.00 - 15.00 3.
15,00~ 15.30

15.30 - 16.30
WEDNESDAY, February 8

09.30 - 10.00 4.

10.00 = 10.30

11.00 - 12.30

14.30 - 15.30
15 -30 - 16300 ‘
16.00 - 17.90

-2

Discussion.
Lunch bresk.

Progress and Future: How to iAccelerate Cooperative

Insurance Business. ,

Introduced by: Mr Madhavz Rao Anvari, Mg. Director
Cooperative Gmneral Insurance Socisty
Limited, Hyderabad

Tea Break.

Discussion.

D}diﬁn Insurance Market and the ICA Reinsurance Buread.

Introdueed by: Mr A.S.R. Mui"‘shy, Chief Managsxr
Cooperative General _unsurance Society
Limited, Hyderebad. :

Introduced by: Representative of the IC4 Reinsurance
Bureau.

Tea Bresk.

Discussion.

Lunch bresk.
dction programme
Tea break.

Action pmogramme and conclusion.




