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iNTR.ODUCTION 

I, UIc Chairman, Committee on Public Undertakings havina been 
audlorised by the Committee to present the Report on their behalf. 
Present this Sixth Report on Genera~ Insurance Corporation of India. 

2. The Committee's ex.amination of the working of the Corpora-
tion was mainly based on the Report of the Comptroller and Auditor 
General of India, 1982. Union Government (Commercial) Part XUl. 

3. The subject was examined by the Committee on Public Under-
takings (1984-85). That Committee took evidence of the represen-
tatives of the General "Insurance Corporation of India on 21 and 22 
September. 1984 and also of die Ministry of Finance (Department 
of Economic Affairs) ~n 15 and 16 November, 1984. The Com-
mittee, however, could not finalise their Report due .to the dissolution 
of the Seventh Lok Sabha on 31 December. 1984. 

4. The Committee on Public Undertakings (1985-86) considered 
and adopted the Report at their sitting held on 23 August, 1985. 

S. The Committee feel obliged to the members of the Committee 
on Public Undertakings (1984-85) for the useful work done by them 
in taking evidence and sifting information which forms the basis of 
this Report. . 

6. The Committee wish to express their thanks to the Ministry 
of Finance (Department of Economic Affairs) and General Insurance 
Corporlltion of India for placing before them the material and infor-
mation they wanted in connection with examination of the Corpora-
tion. They a!lso wish to thank in particular the representatives of 
the Department of Economic Affairs and the Corporation who 
appeared for evidence" and assisted the Committee by prating their 
considered views before the Committee. 

7. The Committee also place on record their appreciation of the 
assistance rendered by the Comptroller and Auditor General of India. 

NEW DELm: 
November 6, 1985 
K (b.tika --15: -1907 TSaka) 

I 

K. RAMAMURmv 
Clulirman, 

Committee on Public Undertakings 
(v) t' 



CIIA.PI'EIl I 

HISTORICAL BACKGROUND 

General Insurance was brought under State ownership and ca. 
tro!. by an Ordinance dated 13th May, 1971. The Ordinance was 
replaced by the General Jnsurance Business (Natio~alisation) Act. 
1972, which came into effect on September 20, 1972. The object 
of nationalisation was to serve better the need of the economy by 
securing the development of general insur.ance business in the best 
interests of the community and to ensure that the operation of the 
eoonomic system does not result in the concentration of wealth to 
the common detriment, for the regulation and control of such busi-
ness and for matters connected therewith and incidental thereto. A 
Holding Company called the General Insurance Corporation of India 
(Gle) was formed in November, 1972 as a Government Company 
for the purpose of superintending, controlling and carrying on tho 
bu.4iiness of general insurance. Under Section 3 of Insurance Act, 
1938, it was registered on January I, 1973 for transacting fire, 
marine and miscellaneous insurance. 

1.2 With effect from January 1. 1973 the shares of the Indian 
Insurance companies and the undertakings of other insurers operating 
in India, including the genera) insurance business of the Life Insu-

rance Corporation. vested in the Central Government under Sections 
4 and 5 of the General Insurance Business (Nationalisation) Act. 
1972. The general insurance business of the Life Insurance C0rpo-
ration was also transferred to the four subsidiaries of the Corporation 
from 1 anuary 1, 1973. Immediately thereafter. the existing 55 
Indian Companies became the subsidiaries of the General Insurance 
Corporation. The four Companies were formed as flag companies 
to operate all over India with Head office in the four zones, as indi-
cated below:-

1. The National Insurance Company Limited with Head 
Office at Calcutta. 

2. The New India Assurance Company Limited With Head 
Office at Bombay. 

3. The Orieatal FIre IUlCl OenerallDsuranco Company·.Umlt--
ed with Head Office at Bombay and from January 1, 
1974 at New Delhi. 
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4. The United India Fire .a04 General Insurance Company 

,,' ",,";',. >..l 

Limited (named as United India Insurance Company 
Limited with effect from December 30, 1978) with Head 
Officest Madras. 

The four flagcoriipaniestook over the asSets and liabltities of 
the otber5S u :lndian companies under four Merger Schemes with 
effect from January 1, 1974 and continued as the subsidiaries of the ' 
Corporation. 

1.3 The Corporation's paid up capital (out of the Authorised 
capital of Rs. 75 crores) stood at Rs. 43 crores as on December 31 , 
1983. 

·Th~ Ori~ntal Fiff' &t ~n('ral Insurance Company Ltd. w;'s f('namt'd as O,i,·ntal 
In8uran~ Company Ltd. with dff'ct from 1St May, 19&4, 

··At the lime of faotu,,1 vC'rificalion the Ministry of Fin lOCI' (~Ptt. of r;conomic 
AfTeira) II1Igt.t('d th~t th(' figure ":/miJ.Y be ch;;nged to '51", Tht' suggC'llion h;" not 
bern' zc:cepted u tht' figur(' 55 i. br"C'q on thefac .. me1lti()nrd 'in .lllt Audit RI'I;:OTt. 
A~djt hi" not .",gnlfd; ny cit: ng(' ill thiuC'g;·rd. •. 
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CIIAPTER D 

OBJECTIVES ANDOBLIOAT,IONS 

A. Objectives 

2.1. the functions of the Corporation as provided in. Sec~p 18 ( 1 ) 
of the General Insurance Business (Nationatisation) Act, 1972 are: 

(a) The carrying on of any part of the general insurance 
business, if it thinks it desirable to do so; 

(b) 

(c) 

(d) 

aiding, assisting and advising the acquiring companies in 
the . matter of setting up of standards of conduct and 
sound practice in general insurance business and in the 
matter of rendering efficient service to holders of policies 
of general insurance; 
advising the acquiring companies in the matter of con-
trolling their eXfAenses including the payment of com-
mission and other expenses; 
advising the acquiring companies in the matter of the 
investment of their funds; 

(e) issuing directions to acquiring companies in relation to 
the conduct of general insurance business. 

2.2. Elucidating the objectives of the nationalised General Insur-
ance Companies, the then Finance Minister, while adressing the 
first meeting of the Board of Directors of the Corporation on February 
25, 1974 stated that the main objective of formation of the Corpora-
tion was to make it the focal point as well as a radiating centre for 
all important policy decisions relating to the business of general 
insurance. to provide leadership in achieving a wide geographical 
spread of insurance services, extension of inten.qive 
coverage of new economic activities and an efficient personalised and 
improved service to the· customers, as the primary objective ot 
nanonalisation of general insurance was to make it tfieaningful to 
the commOn man and carry its message to the remotest· cOmer of the 
country. He further emphasised that the objective of nationalisation 
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wa» to remove mw-practice.' and enter upon an era of insurance l'UIl 
On sound buSiness prmciples on healthy und egalitarian lines and 
spread the message of insurance as widely as possible with right 
weightage to the weaker sections of society, with service to the policy 
holders as the main consideration and settlement of claims requiring 
concentrated attention. 

2.3 Audit has pointed out that in pursuance of the recommenda-
tions of the Administrative Reforms Commission, the Bureau of Public 
Enterprises has asked all Government companies to formulate a state-
ment of their precise financial and economic obligations/objectives. 
No such statement has been formulated by the Corporation and got 
approved by Government ~o far (June 1983). 

2.4 In a written note furnished to the Committee, the Corpora-
tion has intimated that the objectives, the ·Industry has set for itseH 
in the "Approach Paper" to the Corporate Plan are as under:- , 

( 1) to generate greater insurance consciousness with special 
emphasis on the rural sector and the economically 
weaker sections of Society: 

(2) to provide efficient service to customers through prompt 
issue of documents, speedy settlement of claims and Nk 
management support; 

,--
(3) to fulfil obligation as a PuhJic Financial Institution by 

channelising the investible funds into socially oriented 
and other sectors of economy; and 

( 4) to maintain efficiency in all areas of operation and 
ensuring adequate return on capital. 

2.S. In order to understand broadly the objectives of the C'orpor~
tion, the Committee desired to know in toe :first instance the salient 
features of functioning of the Corporation. The Chairman of the 
Corporation stated in evidence:-

''The organisation of the industry is that GIC is the holding 
company. We own 100 per cent shares of the four com-
~anies. The four companies are not corporations. They 
tranll8ct the business. The GIC does not transact any 
business with two excep~on&-One is orop insurance and 
secondly a"iation jn~urance emanatinR from Air India 
Indian Airlines, Hindustan Aeronautics Limited and 
International Att'pOrts Authority of India. Other thaD 
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these two items of business, the crop insurance and the 
national Airlines, all other business is transacted by the 
companies only. There are four operating companies. We 
own 1 00 per cent shares of the four companies, they pay 
dividend to us. Our 1 00 per cent shares are owned by the 
Government and out of our profit we pay divident to the 
Government. These four companies operating with COOl» 
ration amongst them and the utility of having four com-
panies which are competing with each other and still 
subsidiaries of GIC, the parent holding company, 1 
personally feel is a great success. I say this because 
by this arrangement we are operating independently 
having their own Board of Directors. An element of 
competition brings efficiency, at the same time because 
they are subsidiaries of OIC there is a great deal of 
dialogue which goes on between the companies and OIC 
and through the platform of GIC the four companies 
come together, sit 'down and a lot of commonality of 
approach is brought about through OIC in the function-
ing of the four companies. So, on the one hand we' 
have an element of competition, at the same time we are 

able to ensure that the four companies function in a 
uniform manner, that the diverg~nce ;s not too much, 
that they are functioning on proper lines. So through 
OIC we are able to properly guide the functioning 01 
the companies." 

2.6. When asked as to why the Corporation could not for]Jlulate 
financial and economic objectives/obligations even after 12 years of' 
nationalisation of the industry and what was the present position' 
thereto, the Chairman of OIC, during his evidence before the Com-
mittee, stated:-

"The objectives havt now been spelt out (See para 2.4 above). 
This is just a summary of the broad objectives. The full 
document is very voluminous. We have Dot brought the 
full document, we have just given the broad parameter 
of the objectives enunciated. Following from these 
objectives, strategies and action plans are spelt out. , 
would like tQ clarify that this document is at the draft 
stage. 
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1,1IiU'f\rst ccm1aiCnt 'on 'the '12;.year-petiOd, wily' we have taken 
it "PoDly .Dow. ' The 'foUrcOmp ... 'had drafted their 
~r~ plan earlier, which'is COIIUIlDftted in the CAO's 
Nport. So. it is riot'that aetionhas been initiated only 
now. After the companies drafted 'thecOlpOrate plan, it 
was' felt that' at the cOMpany level they might be doing 
it but it will be feasible to have an overall corporate plan. 
That is why the GIC took over this exercise from the 
company. 

The BPE guidelines on the subject have spelt out the 5 
criteria which they expect the public sectOr to bring out 
in the corporate plan. First of all, the BPE guidelines 
automatically do not apply to us. As a financial institu-
tion, we do not coine under the BPE jllrisdiction auto-
matically. Still, we try to follow the BPE guiaelines to 
the extent possible and advisable. 

As regards the 5 obligations spclt out by the BPE, this matter 
was examined and it was felt that these 5 obligations are 
already spelt out in the Insurance Act. Otherwise, -they 
are not relevant to us." 

... 2.7, 'During the evidence of the representatives of the Ministry 
of Finance (Department of Economic Affairs), the COmlllittee enquir-
ed whether the instructions/ guidelines issued &y BPE on various 
matters were not automatically applicable to Ole and whether the 
Ministry of Finance had issued their own separate instructions on these 
subjects to ole. The Finance Secretary then stated:-

"There were certain instructions that were issued in December, 
1978 about the area of operation in which Govem~nt 
would like to monit::>r the perfonnance on a quarterly 

basis ... TIlcse were further revised 'fecently in May, 1984 
and information is now being obtained even on those 
items. Whenever there is discussion between the Chair-
man and others, if there are any items of importance at 
a certain particular point of time, then those are also 
discussed. Ther'e' are separate meetings held on specific 
problems that may come up from time to time." 

2.8 During evidence of the representatives of the Ministry of 
F'fflancet the Committee enquired as to why the financial and economic 
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Objectives/obligations of.,GIC~ havI ~:~ifQfP1U~tc4. in, ~~. ~ 
of a document as envisaged in. tile. 'B~;. of ~~. 1tnt~ 111-
sttuctions. 11te. Finance ScI;_ry. ~. s~tcd~-

"So far as the question of the preparation 01 the, corpo~ato 
pIM is concerned', we have explai.ed, to ~ <;:O~,t~ 
that this total process of· amalgamation of ~ v~ 
insurance companies was completed owy &y-a~ut June 
1978 and the Insurance Corporation sta~the process 
of corporate planning, thereafter. In January-Febn.laiy 
1977 they conducted a SewlUll' on this subject. The 
corporate plan was prepared sepa~ately for the five Yc:ar 
period for the different cotpOfations. A corporate plan 
for the entire general insurance industry. ~ .. also prcP8:tW. 
J am told that the Board of the, GIC discussed ,'this cor-

o •• • .' • 

porate plan in its meeting in October 19.84." 

2.9 When asked as to how' in the absence of objectives the Go-
vemm~nt, was able to watch and ~tisfy itself about the perfonnancc 
anel growth of the Corporation from year to year, the Finance Sec-
retary stated:-

"There are quarterly reports that we receive about the per-
formance of the different insurance companies. These 
quarterly reports would comment on aspects like pro-
gress of new business, regional development of business, 
insurance business specially meAnt for agriculture. tack-
ling of claims, investment of funds of the companies, 
complaints and SO on. These were then compared with the 
reports relating to the previous quarter. These were also 
analysed by the Ministry. Then these were submitted to 
the Fipance Minister, who would pass instructions on 
such reports. Sjnc~ then we have also introduced a scheme 
whereby the Ministe.r himself conducts a meetine: with 
the ~ior officr~rs of the Ole, as well as the subsidiaries, 
so that ther.e is iot~r-action at the persolla) level between 
the MinisJef, the Ministry and the seni9f rc;presentative8 
who are actually runninlZ. and operating t.he: cciIpora.tion~. 
This, has been started from the current vear." 

8. Carp()rar~ Pla~ 

2.10 Tbp. ('orpo~tiof\ had also not prenar'ed and i&t approvecl 
by G~~~ent anv comorate D1an (lune i 9R3l 'c;ther for tile Fa 
or Sixth 'Jan. periods. Sur.h ptan~ Were ~repm:ed by "New India" and 
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·~UDit.ecfliutia"·for the Five Year PlaB period 1981-:-85 and "Nation-
al" ana ~OneJltai" lOr the f'ive Year Penod 1982-86. . 

2.11 l'be <.,;orporatiOD stated (January 1983) that as the plaDi 
prepared by me sUDSldlaries were on a micro level for their individual 
opcrat.lons, tbe Corporation considered it preferable to prepare a 
. corporate plan OD a macro level for the entire General Insurance iln-
dustry so that the plans of the iildividual subsidiaries could be in 
conformity with the goals and objectives of industry as a whole. With 
this end in view, a firm of Management consultants was appoInted to 
prepare a corporate plan in collaboration with noMinated 
officers of the Industry. 

2.12 The Corporation further stated that the draft corpol1lle 
plan was expected to be ready soon for consideration by the Manage-
ment and that the objectives and obligations of the Industry would also 
be spelt out therein. 

2.13. In this connection the Ministry of Finance (Department of 
Economic Affairs) informed the Audit in June 1983:-

"Guidelines and circulars/instructions issued by the BPE arc 
not automatIcally applicable to financial institutions and 
the nationalised insurance compariies. However, since 
BPE's instructions are meant to bring about uniformity 
in practices fonowed in public utldertakings, the insurance 
industry should also, to the extent possible, adhere to their 
instructions. The criteria laid down by the ARC are 
cov«ed by international practices mId provisions of the 
Insurance Act, the General1nsur.ance Business (Nation-
alisation) Act. 1972 and the ru1es made thereunder. The 
General InsurRnce Company, till recently, was engaged 
in the task of amalgamating and streamlining the pro-
cedures of over 106 companies which were amalgamated 
into four sumidiaries.The GTC has undertaken the task 
of f(\m1ulating a corporate plan for itself as well as its 
subsidiaries and has assured that the variou~ il'sliCS bv the 
ARC wi1l be spelt out in these plans". . 

2.14 Subsequently, the GTC informed through a written note that 
a draft "Approach Paper" to the corporate pldn for the period 1984-
89 to coincide with the Seventh Five Year Plan has since been ore-
~~. . 

2.15 On enquiry as to how in the absence of the statement of 
objectives and the Corporate Plan, the Corporation was able to watch 
and satisfy itself about the performance and the growth of its own 
activities and also of its subsidiaries from year to Vear. the Corpora-
flon in a written note furnished to the Committee stated:-
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,tlA Corporate Plan normally aims at determjniD,lhe ~pany, 

objectives and formulating the strategy required .. to· 
achieve them over a period of time. It also identifies 
wInerable areas of the organisation, its W~knesse5 and 
threats and its strengths and opportunities. An attempt 
is also no doubt made to quantify precisely what the 
company is trying to achieve within a time-scale ~f sev-
eral years. These quantified targets, howe~er,are In t~ 
nature of indications of what could posslbly happen In 
future, and are subject to periodic review and revision 
in the light of changes in company priorit.ies an~ extet?al 
ckcumstsnces, rather than definite yardstIcks WIth WhlCh 
to measure the petformance from year to year. 

General Insurance business being dependent on the changing 
state of economy and subject to fluctuations from year to 
year on account of unpredictable claims, it is not pra-
cticable to lay down definite targets valid' for ~ long 
period of time. Our targets of performance in different 
operational areas based on earner experience and assess-
ed business potential are, therefore. laid down from 
year to year in the ,annual budgets with reference to 
which the performance is monitored and measured per-
iodically by the managements and Boards of Directors 
ot tbe Cnmnaniea And 'hI'! Cnmmwtl""· 

2.16 1be Committee note that in pursuance of the recommenda-
tions of the Adminhtrative Reforms Conunlssion the Bureau of Public 
Eaterprlses bad asked the Government Compaaies, as ~ hack as ill 
NovemlJer, 1970 to fonnu.ate a statement of their financial and eCODo~ 
mic obligations/objectives clearly. No such statement in the fonn of 
a document has sO far been prepared by the General Insurance Cor-
poration (GrC) ,and got approved by the Govemment. The Chaimum 
or the COrpOratioD clarified dnrinR his evidence before the Committee 
that the fuD doauneat on the objeetives, strateRy and action plan etc. 
was at the draft staft. He. however. stated that the draft 'ApprOach 
Paper' for the period 1984-89 has been prepared and broad objedi-
ves, the Industry has set for Iflelf. have been 8J)elt out therein The 
Committee are Dnhappy over this .. ordinate delav and desire that the 
objectives and ohll2atfons of the COl"oratfon should be fonnuJated anet 
got approved by the Admlnlstratfve Mlnistrv without anv further de'." 
&0 dult the areas of operation are clearly known and tile Corporation 



aad _ subsidiaries are able to set tarpts, fJ;ame their P ........ 1II 

aacI execute them. ia a pre-ctetermiaed m.8_ and also 8Sse5s the 
WOwtll of' their activities at periodic intervals o~ real~~ basis. 

2.17 The Committee are abo surprised at the information given 
by the Secretary of the MiaiAry of FiDance in his evidence that tbl' 
Genenl Insurance Corporation does not come within the purview 01 
8PE on the ground that it is a financial i\Dstitution and guidelines issued 
by the Bureau are thus not applicable to the Corporation automati-
cally. The Committee do not see much logic in thLIi argument and are 
110t able to appreciate this line of approach. The Committee are of the 
,..iew that since BPE instructilons are well thought out from commer-
cial angle and are based on important. considerations besides bringinJ?, 
about unifonnity in prolctice, it should be desirable on the part of all 
the public undertakin~ including nationalised financial institutions 10 
follow them in the nonnal circumstance .... In the opinion of the Com. 
mittee, there should be no difficulty in following BPE guidelines b~ 
undertakings engaged in financial business unless the g .. ideline,~ are 
totally unsuitable to the special nature of the business transacted hy 
the undertakin~. Where it is not fea'Jible to folio\\' tlJe J!Uid('lincs, the 
undertaking should bring the matter to the notice of the administrlltivr' 
M:Jnistry and take their specifie approval. In view of the evidence of 
the Chairman of GIC that the Corporation was at the draft stage of 
the document on objectives, strategy and aefion Plan, the Committ .... , 
feel that tbe ~idelipes and instructiOl'" i'lsued hy l'PE sboll!Jd have 
been followed by GIC in letter and spirit. 

2.IN The Committee note that not only tht., Corporatr«m has not 
fOJ'Dmlnted its economic and financial oh;~l'fi,'''~ but al'1f) it has 110t prt' 
rnred and got approved tbe Corporate Plan which could give a proP" 
dirrctive to .he Mana,,('m~nt to watch :m,t sntisfy nbout its rerfonnanc(' 
nnd J!fowth and also of each of its subsidiarit's. nIl' Committct' desill'c' 
that the Corporate Plan which il<i loP'! overdue should immediatelv 
he drawn lip and rot 8ppro",!d b,v (;ovet'nment. The (:ommiUee would 
like to be apprised of the action taken in thi~ behalf. 



cuAfTi!R m 
POLICIES FOR WEAKER SEeI'IONS·OP SOc::IIJn 

3.1 The following main schemes were introduced by OIC for the 
benefit of the weaker sections c.lfthesociety:-a'" , . 

(i) Crop Insurance. 
(ii) lanata Personal' Accident . Policy 
( iii) Cattle Insurance 
(iv) Insurance of Agricultural Pumpsets 
(v) Pedal Cycle'Policy· 

The crop insurance is transacted by the Corporation and the 
'remaining ones by the ~ubsidiaries. The, schemes are discussed as 
under:- ' "-':":')/ . .:... ' .. , ~ 

ACrop Insurance 
3.2 The Crop Insurance scheme on individulil approach hftiis was 

first taken up by the Corporation as ,an experimental measure in 
1973.. The scheme wali fo~nd' impracticable and was discontinued 
from 1980. The Corporation incurred a tOtal ,10s.~ of R". 33.34 
lakhs on this scheme. -

3 . 3 In view of the financial implications of oper-atim! crop in-
surance on a counky-wide scale and the fact that appropriate tech-
nology was yet to be established, fa transacting crop insur-anee on a 
viable basis in -the prevailing circumstancet'. '8' Pi10t Crop Insurance 
Scheme on homogenous approach basis was approved by the Board 
of Directors of OIC in December; 1977 and,wss,beingimpJcmented on 
pilot basis by, GICsincc 1979 .. 80fot selected crops in selected areas 
with State Governments participating as Co-insurers to· the extent ·of 
25 per cent. 

3.4 The Pilot Scheme provided cover to the extent of 150 per cent 
of crop loan. Policies wereiS$Ued in mvour of le~g a&.9ksr. Far-
mers were, not ,parties to the Crop,Insurance contract, although they 
-were uJtimlte beneficiaries. 

- ------·Thl •• ~ W'as,illtroduoed in '976 and W,·, dJseontinu~d witHn a .~_n or Jess tkD 
tw.) 1~ Lr$ rtf It ran Il\to loue.; 

it 
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3.5 The Scheme was based OIl area approach. Premiqm rate and 

guaranteed yield in each stratum (usually a Sub District) for any par-
ticular crop wa.~ determined on the basis of data of yields for the 
stratum~(Q(._ tb,~preceding 10 years., as obtained from crop cuttings 
conduct~ by tne State Governments in accordance with the proce-
dures approved by the National Sample Survey Organisation. During 
the insured season each beneficiary fanner was deemed to have obtain-
ed yield equivalent to the average yield of the stratum. If such aver-
age yield was less than the guaranteed yields, then claims became pay-
able. The amount payable bore the same proportion to the Sum 
Insured which the shortfall in yield bore to the guaranteed yield. The 
farmer's individual experience of yield was not taken into account. 

3.6 Under the Scheme the total Sum Insured for the whole coun-
try was limited to Rs. 12 crores, including States' share of 25 per cent. 
Out of this each State was allotted a limit, which again was broken 
into sub-limits seasonwise, cropwise and stratumwise. The maximum 
sum insured per farmer could not exceed per annum in the case· of , 
irrigated crops either 150 per cent of Crop Loan or Rs. 10,000:-
whichever wa.~ less and in the case of unirrigated crops either 150 per 
cent of crop loan or Rs. 5,0001· whichever was less. These restric-
tions were adopted to ensure optimum dispersal of risks. 

3.7 The number of partlClpatIDg States increased from 3 in 1979 
to 12 in 1983·84. The participating States were Andhra Pradesh., 
Bibar. Himachal Pradesh, Haryand, Karnataka. Kerala, Mah~rashtra, 
Madhya Pradesh, Orissa, Tamil Nadu, Uttar Pradesh and West Bengal. 
The crop covered was mainly Paddy and to a limited extent Jowar. 
Bajra, Maize, Ragi, Groundnut, Cotton, Potato, Gram Barley and Oil. 
Seeds • The number of crop strata covered which was 66 in 1979-80 
increased to 498 in 1983·84. 

3.8 The Management stated in Nt'vember 1982 that the coverage 
depended on. the extent to which the banks and other crop financing 
institutions could nersuad~ the loanee fanners to take insurance and 
that the Corporation by itself was not expected to and did not have 
the necessary m~ chinery to reach the individual fanners. . 

3.9 While reporting the perfonn·ance of the scheme to the Mi-
nistry, the Corporation pointed out in Setxember 1981 the fQUowing 
deficiencies and problems in the implementation of the scheme. 

(i) Voluntary basis-The voluntary basis mentioned in the· 
scheme is not feasjbJe in practice as the average farmer 
in Ol,lr country has neither the insurance consciousness nor 



(ii) 
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the literacy to ~"ppredate the atea approach ,UDder which 
compensation payeble has no relevance to individual far .. 
mer's losses. 
Limit of coverSlge-The Limit of, sum insured per fari'iier 
State is too meagre compared...to the total amount of crop,. 
loans. Hence Banks find that the scheme provides only 
limited security. 

(iii) Publicity-As the Corporation feels that it is not in a 
position to continue crop insurance on a long-term. basis, 
it is avoiding any publicity even when clllhns for large am-
ounts have been settled. State Governments and Banks 
arc also ,unable to pubIicise crop insurance because of 
their desire not to get proposals in excess of the prescrib-
ed limits of coverage. 

(iv) Statistical work-At present the Corporation depends upon 
Indian School of Political &anomy for aU statistical 
work. consultam.-y as well as routine work. The Indian 
School of Poltical Economy being a one man organisation 
the Corporation cannot depend upon it for ever. Alter-
native arrangemento; have to be set up preferably under 
Corporation', control. 

(v) Crop condition reports-As the leading insurer, Gle is 
interested in getting from State Governments upto-datc 
crop condition reports once in a fortnight or at lDutu·ally 

agreed intet'Vals. This required full co-operation of State 
Governments. ~ 

3.10 According to Audit, ruc stated in a meeting held with the 
Ministry in October 1981, that it was not the right agency for trans-
acting crop insurance on a large scale or on a long term basis. tho 
crop insurance could not be tied up with commercial business and 
that this insurance should be transacted by the State Government.. on 
their own account. In a subsequent meeting held in December 1981. 
the Corporation's Board expressed 'the view that Corporation was fuHy 
committed for building up the requisite experience fOr open.lting a via-
ble crop-insurance scheme in the country. De.llpit.e this, commitment 

action for rectification of the ~various deficiencies Iilnd practical ,pro-
. b1ems in implementation was yet to be taken. The GIC had stated j~l 
November 1982 that the effective solution of aU these problems rested 

'ultimately on the creatiOn of a. separate set-up for crop in~urance all 
over the country with the State Governments operating as direct. in-
surers. 
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i 1. U.~to ~ 4evelopment of Crop Insurance, OIC stated that 
duriDa 19&4-85', the a~~ area t<Wel'ed was CIItpOOted to go up 
to 1 lakh hedares. . 

3r12 The Ministry stated in June 1983 that under the alllocation 
of business Rules, 'Crop lRBuranoe' falls under the charge of the 
Ministry of Agriculture. In the absence of any other suitable organi-
sation, the Ministry of Finance asked the Gle to take the initiative and 
conduct experimental scheme on crop insurance. Since this was a 
temporary arrangement, the Ministry Of Agriculture set up a Com-
mittee to go into the question of long-term arrangements. In their 
report, the Committee bad .. inter alia recommended that the State Go-
vernments should take on the responsibility of transacting crop in-
surance throughout the country. 

3.13 Since the crop insurance schemes implemented by GIC were 
still on an experimental basis in selected areas for selected crops 
the anticipated coverage of t lakh hectares by 1984·85 was consi-
dered reasonable. 

3.14 The Committee were infonned in a note that' the number of 
~ farmers covered under the Pilot Crop Insurance Scheme went up 

from 16,268 in 1979·80 to 60,372 in 1983-84. The total area cover-
ed was 13,181 hectares in J979-80 and it went upto 87,296 hcctares 
in 1983-84 as against total 16 .. 000 million hectares of cultivable ar~u 
available in the country. The aggregate sum insured for which poli-
cies were issued in 1979-80 was Rs. 1.30 crores and it went upto 
Rs. 6.64 crores in 1983-84. The progress regarding implementa-
tion of P;Jot Crop .Tn~urance Scheme, as evolved by the GIC, since 
1979 hacl been as uncfer:---

.. ~. -_.- .. ---- .. - N' ___ " 

.-.-.~--.. -----
y(~. I" A''e N') roC Trot J P."millm CJ· im CJ im 

c'lV"Ted f rmcr. 9um c"lI~~tcd p id r~tio 
ift i""'nll 01 

hcctrrel /0 

--.---"-.-_ .. 
"(I" J. kh. 01 rupee.) 

1979-80 '13.181 16 •• 13tt .!Iq 5-59 5·19 95-.7 1 

1 g80.8 1 18,703 IIlM411 165 77 6'M ! .• 7 4,.10 
IgSl-82 2 •• '52 24.83' 20379 '·5.5 g.6f 1117.67 

198a-83 70 .7a£1 5()Atli "a.6 lIS. '5. 65 37.511 ~sIJ'4~ 
1983-84 87,R~ 60,,'10 ss. 31 III '5 8·86 39-~ 

3.15 The Committee pointed out during evidence that at present 
.GIC was practically covering all aspects of g~ner.l insurance like 
~~, crop, dwelling houses etc. When enquired whether it would 
bf' feasible for ole to carryon effectively with an the$C scheme~, the 
Managing Director of o.l.e stated:-
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"As ·reprds a'Of in~~, evCn whc.n crop insu.raDCC was 
_Vilapd", it"". f~t ~t tl)is was AgriClllture Depart-
_.w"O$. So, ~ ,C:.rQP iaS\lfJDCC out mind was dear 
that we WOqW QO' ~ ablC to 40' it in the kmg run. Some; 
other agency" has «; take it over~ We arc only doiag it 
OD IUl ear.perimalt4t1 ~s ...... 1 would say that crop 
insaranco is apt I:ca1ly possiDle fOr us. At one stage:> 
there was a proposal to set up a Rural Insurance Cor-
poration, that propdsal was ex_iDed by vapQUS Depart 
men" and it was felt that it was not a viable proposal ... " 

3.16 When asked whether the GIC was properly ~uippea to gc: 
iato the .technical details of Crop Insurance, the Cbaliman of GIC 
stated-

"1 agrle with you that we cannot do it." 
3. J 7 on an enquiry about the reasons for high claim ratio under 

the crop itlsurance scheme during the years 1979.,80 to 1982-83. 
thElt Corporation informed the Committee in a written reply that--

"The main reasons for the high claims ratio were heavy rain, 
water logging, root rot and wilt, low moisture, drought. 
high velocity winds etc. It may also be slated that high 
lOSs ratio is an inherent feature of th.i6 class of insuranC(; 
because of the coverage being restricted only to selectet.1. 
areas and selected crops, and the premium rates havin~1 
been fixed at a low level due to pOor paying capacity of 
the fanners ...... The adverse claim ratio was likely to 
continue till crop insurance was not implemented on ~l. 

country-wide scale." 
3.1 8 On enquiry about the reason!! for the failure of the Crop 

Insurance Scheme and whether the Government thought of mOdifyinr: 
the pl'csent scheme or about the feasibility of having an alternative 
scheme of Crop Insurance for implementation On a country-wide 
scale so as to extend the benefit Qf insurance to the common man, the 
represenhltivc of t}Je Ministry of Finance inter alia stated .durjn~ 
evidence:-

" .... This aeme was statted on a pilot Niis in 1979-80. 
It. worked .for some time, but there were certain serious 
snags in the scheme. Therefore, certain changes were 
De0e5sary in the scheme. Thoso cba'naes were broughf 
about on the basis, of the hom.ogenou& area approacb; 
Crop InIurance was es.tonded to peopIo who had obta.inetl 
bank loane; and there was a master po1i~y issued in fav· 



'1 . our of the crop tiDaDcm, banks. Then the lDSuraDCC 
cover' was ~tncled to! 00 per cent .of, tho c.rop loan. 
The crop insurance liabihty wu ~ .between the Gle 
~ the State Government .•. This scbeme was subsequen-
tly revised and' the main cllangeswere:-

( 1 ) The insnrance coverage was increased, from lOOper 
cent to 150 per cent of the crop loan. 

(2) The subsidy on premia to small and marginal farmer 
was increased from 50 to 66.6 per cent. 

(3) The scheme was extended to areas where the' risk. was 
high and the proportion was maintained betweetl lower 
risk, medium risk and high risk areas so that there was 
no catastrophic experience to the industry as sue&. and 
the overall liability which was to be covered in insur-
ance was increased." 

3.19 In reply to a question whether o.l.e. was ttY.: proper-agency 
for continuing with the Crop Insurance Scheme. the witness stated:-

"Our experience is that in developing countries there is gen-
erally a Government agency which undertakes crop in-
surance and our eq>erience in India to some extent is 
corroborated by the U.N. study which had been made in 
1981." , 

3.20 In the U.N. Study (1981) on "Crop Insurance for Develop-
ing Countries" it has been stated inter alia as under:-

. ~"',' . , 
~ ... 

"There is considerable justification for a gove1'1lmental unit to 
be the insuring organisation in crop insurance. First. 
the crop insurance programme is usualfy linked with other 
aspects of national policy~verall modernization and 
promotion of, agricultural production, stabilisation of 
supply of agricultural product~. etc. which in many deve-
loping countries arc considered to fall within the direct 
responsibility of the Government. Secondly. the actuarial 
base of tosse" in crop insurance· is not usually as reliable 
as in the ca..~ of, say. life or fire insurance: Mainl" be-
cause of the catastro"hic element they involve. claims in 
crop insurance are known to deviate sigiUficantlv from 
reaso1U\ble cxpectatie;ns. therefore. the safety ~,argin 

", " .,. 
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that a :pf06t-orientec1, priva~ insurance would charge for 
the coverage would probably be hi,h~ especially during 
'the experimental .aDei early stages of the programme. 
The State on the contrary. can probably charge practi-
cally no sdety margin. Thirdly, the premiums paiei by 
fanners will probably Dot suffice to cover the costs of the 
programm~, so that government subsidies will be needed. 
Payment of subsidies almost inevitable involves major 
government participation which, for this reason, may be 
extended to the actual management of the programme. 
Fourthly, for the crop insuranee programme to be econo-
mically viable, it is necessary to cO-ordinate its operation 
with that ()f· government agencies; the Ministry of Agri· 
culture, the Buoreau of Statistics, agricultural research 
centres, planning anei price regulatiobing agencies, 
agricultural lending institutions, etc. Finally, much of 
the work conducted on behalf of the crop insurance 
programme may be of substantia1 benefit to all farmers, 
even those who do not carry the insurance which is 
commonlv thought of as being more within the respon· 
sibility of government than of private enterprise." 

3.21 When asked whether the G.I.C. had the nece.~ary jnrrastntc· 
lure to cover mofussiI areas in the country under the Crop Insurance 
'Scheme .or there should be !;orne independent Corporation or Agenc~ 
dealing with this !;bbject. the Secretary of the Ministry expressed his 
views during evidence, as under:-

"ale does not enter deep into" the rural areas. My personal 
view is that it is not geared to undertake schemes of this. 
nature. The Ministry of Agriculture wanted to introduce 
a scheme. 'The proposals which they had submitted earlier 
for discussion gl~neraJly revolve very much round the g'rant 
clement. Our experience of the G.T.C. when they admi· 
nistered the scheme on a 'pilot basis in certain selected 
districts was that the claims were very high as compared 
to the premiwn. It.is not possible for the GJ.C.:, or its 
subsidiarje~ to meet with it. Therefore. it- was. tItc 
Planning Commission which w .. !; takir.~~ a -view about 

what would be the method of. introducing crop . insurance 
011 a wider scale, what would be the finaoc.ial mpli. 
cation and what would be the best agency for do;ng " 
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-so .. the lastmeetiagw.be1d'on~9~ ~'9ber, 1984. 
I do itOt'thiilk-they!hlve'come to till, ''-1 decision in 
'that 'ni~ng. Certain more folloW up ,m..ungs would 
b.e;' necciissar}'. If ctOp insurance as a 'major' scheme has 
to 'be'lDti'oduc:ed, then l1lCn det3i1eCt"lliiDkiDJ woultf'fie 
~~essary' about ' fiftancial implicatioD, agency of the' 
~hlstry which' ShOuld undertake it." 

3.22 ~ ':' no~ fu~nisbe4 by the MInistry of Pinll11ce in May, 1985. 
~ ~~ttee h,ave beC?n informed diat with effect from ,kharif 198~, 
the Pilot, Crop la.surance Scheme of Grc which nad"1Jiel1 in opera-
tion~ce i 979-80 stood withdravvn' and instead the CCliftal Govern-
ment 1uu1 decideq to introduce a comprehensive Crop Insurance 
Scheme on country wiJe basis (effective from kharif 1985) which 
wouhl,Jlave a built in insurance cover for all crop lOaDS. It has also 
beeD.st8.ted that OIC will act as the leading insurer for' the Scheme 
and 'will establish crop insurance cells at the State capitals, maintain' 
close and constant liaison with the State Government, Reserve Bank 
of India, National Bank for Agriculture and Rural Development. 
State Cooperative Banks, Commercial and Regional Rural Banks. 
Under this Scheme GTe will set up a separate crop insurance fund 
known as the "Central Crop! Insurance Fund". The crops covered 
uoderthis scheme would be rice, wheat, oil seeds, pulses and millet .. 
and the insurance cover would be provided upto 1 50 per cei\1: of the 
crop loan. The charges for the built-in insurance coverage sTiall be 
2 per cent of the sum insured for ricp., wheat and millet crops and 
1 per cent for oil seeds and puises. The coverage shall be shared 
between Gle and State Government concerned in the T~UO of 2: I. 
The Scheme will oJ)erate in all State.. in cieflned areas for each crop 
to be notified by the Un=on A2riculture Ministry and will be adminis-
tered jointly and in close collaboration with the State Governments. 

B. Janota Personal Accident Policy 

3.23 To meet the requirements of the common men the 
J anata Personal Accident' Insu,rance Scheme was introduced ' from 
31st, M~ 1976 on nremiQrn orRs. l' Tier annum v;;di the bend"r: 
of c;'*~~~ :rattJID. "from Rs'. 1 (),OOO/- . (~ May', 1977 t()' 

~. 15,000' (tiexn .tilly"198ft 'on""a~lj. " , , 
• I. '.-. ," • ~ r 
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3.204 .The ·foUowiP.!·table: ·"rinls_ lhe: ...uIJa .. of , tBsclJomc . <fUr:. . 
iDa· 1976. to 1982:~ 

(Figures lrJ I th~, 

Vear No .• If" Am ... unc Cl Un Cl illl 
Policies premium -- - - .... - - II tie 
jOld of R,. No. of Ananu·\t 

Policies Rupcc:s 

19~6 17·sa 207·58 0·°7 t··S~ 110·4% 

19.77 11.011 131.43 0,'4 go8·54 74·9% 

1979 8.17 100.gB 0.111 110·73 10 7.5% 

1979 8.10 111.101 0.11 97·57 87·8 % 

1980 7·55 111693 o.of. loB·7s) 85·7% 

1981 12 85 '92·"S O.Oli 11I3·&! 64·1% 

1!J8f1 • • . I au.16 lU9·41 0.01 16343 7<!-·49% 

3.25 'The details regarding Janata Personal A<:eident policies sold 
by the subsidiaries during the years 1976 to 1982 are given below:-

(Figlll'f'! in I klls) 

-----.----.-... ----~-.~------ .. -~ 

1976 1977 1978 1979 IgBo IgBl 1!)8~ 

---_ .... _-------- --... - --_. __ ._ ... -'---." 
National 2.17 1.97 1.30 1·64 1·35 1.:11 1.4!1 

New. Inwa 4·76 .2.22 1.75 1.91 1.6:> 685 7'3!' 

Orielltl'l 5 9~ 3. 0 4 2.19 I.gB 2·39 2·95 3·W 

uaited Indb 4.46 3·i9 2·93 2·57 2.19 1.84- 7.50 

li.S!! 11.02 8.1, 8.10 7.5312.8520.1(; 

3.26 It wiD thUS' be seen that from 1977 to 1980, 'National' and 
'New India' had lapsed behind the other two subsidiaries. in the deve-
lopment of the scheme. New India, however. improved its perfonn-
ance in 1981 and 1982. The overall tempo of development of the 
scheme was slow. The number of policies sold was 17.33 lak.hs 
during 1976 which. came down to 12.85 takbs in 1981. There was 
bigh claim ratio under the Scbeme., ACcordiilg to· Audit this wa..~ 
ascribed by the GIC (November 1982) to apathy of the sales bee 
in. devoting time and energy., ~ sustain tile tiuliaeaa oWitlg tbthe small 
eami .... ·aecnlinl· to them' in .the·cJa9S ofbasa-s, ab$enceof ~~e 
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~l~ force. ,high administrative cost of development on individual 
basis, low premium.paying capacity of the individuals, etc. AB. CO tbe 
high claim ratio, the OIC feels that where the policies ate designed 
Cor weaker sections of society. a relatively high claim ratio is to ~. 
expected in the nature of things. as increase in premium ratio is only 
likely to cut into the sales. ' , 

3.27 hi a note furnished by O.I.C .• the Committee have been in· 
fonned that the number of persons covered under this policy had gone 
LIp from 17.33 lakhs ill 1976 to 31.39 lakhsin 1983, the correspond· 
ing premium income being Rs. 208 lakhs and Rs. 317 lakhs res· 
tx:ctively. I ! I'~ a 

3.28 When asked during evidence whether OIC was satisfied with 
the nwnber of people covered under this scheme, the Chairman of 
the Corporation stated:-

"The Janata Scheme and the Grantin Scheme are not pro· 
gressing much. lt is our concern. We have'Deen nego-
tiating with a large number of groups so that they, pur-
chase this policy or a modified version of this pOlicy. 
We were successful in selling out to two State Govern-
ments-Karnataka and Bihar. They took this policy for 
40 lakhs and 70 lakhs people. They were covered 
under the scheme. They had it for one year. But they 
did not renew it afterwards. We did approach a11 the 
State Governments and the dialogue is going on. We 
look at it in this way. Karnataka and Bihar took this 
cover for one year. Whether they renewed it for the 
second year or not, at least in that year, the insurance 
consciousness had come in the minds of the people." 

3.29 On being pointed out that compared to the total population 
of our country the number of pwple covered till 1983 was very small, 
the representative of Corporation informed the Committee-

"We were in touch with the nationalised banks. At one tunt( 
we thought that we would he able to .persuade the banks 
to have this cover for all the depositors. If all the deposi-
tors in the banks had come under thi..f> cover that would 
have been a very large group. But, ultimately, the banks 
decided not to do that." , 

, :).3() The witness added that they did, not Propose. to cove( all 
dcpps~t~ts)nt .only those_having a.deposit· of'less than Rii.SOOO.: 
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,c. Cattle Insunmce 
3.31 As per livestock population census of 1977 the total cattle 

population of India was estimated at 240 million, Aibout 94 per cent 
of which was located in rural areas. 

3.32 Cattle Insurance business is conducted in the country on a 
limited and selective basis. It is confined manly to well~rganised 
dairies and in a few cases to milch cattle purchased with Bank or Gov-
ernment loans. With effect from 1976, individually owned cattle are 
~,Iso accepted for insurance. 

3.33 The performance 0 fthe scheme during the period 1976 to 
1982 is depicted in the following table: 

(Figures in lakhB) 
-,--------- ----------------------
Year No, of Amount No, of eMma Claim 

cattl" of pre. cr,ulc IImount Rotlo 
insured mium rffcted 

Rr, R., -------
1976 • • 11.10 1311 ,93 0,04 58,35 43,9% 

ICj77 5,89 1117'18 0'10 100'17 56'7% 

1978 14'10 472'47 o'lI.6 341'06 72'2% 
1979 3':'30 918'16 0'54 8e6'II 85'0% 

1!)80 43' 711 1333'78 0,68 110/'53 82'6% 

1981 56,,6 1908' 08 1'41 1592'H C3;1~iJ 

19t:~ 8a'35 cz633,03 1,80.\ 1743'18 GG,(t~~ 

3,34 The following reasons were explained to Audit in September. 
1980 by the Corpor£\ttion for adverse claims experienced in Cattle 
In',lIflllh:':: 

(1) Lack of suJlt!rvision and control of claims emanating from 
remote ~omers with the existing Staff/Personnel. accept-
ance of risk without physicaJ verification of animals by 
Field Staff; h!anding over the tags by the banks to insureds 
to be put on animals' and nOll-vcrification of carcass by 
:Aural RepresentativeslBranch Managers, 

(2) Policy conditions are not strictJy enfurced by the subsidia-
ries and claims arc settled cven when the policy condi-
tions are not cempJied ""ith, 

(3, Replacement of uninsured animal in lieu ()f i!l!\uted and 
, .Pr~ferring of 'the claims, Not taking ste~.; hy -the sl1~idia-

Ties' to check the gcilujnen~s Of death cc~tificatcs. . . 



( 4) InsuranCe ofpennanently disabled animals. 

3.35 The Corporal40u also intimated to Audit in F.~ 1981, 
the following reasons for high claim ratio; 

(i) Inadequacy of infrastructure in rural ~rcas. 

(Ii) No depeadable metHod of indentification of·animals. 

(iii) Banks (financing cattle and other animals) do not take 
adequate care to select such animals. . ., .' , 

(iv) Claim ratio in resp,cctof animals belonemg to well-OJ"pnis-
cd dairy co-operatives is not favourable. . 

3.,36 According to Audit, the Corporation informed the Mini~t.I)r in 
February 1981, that, as measures for reducing the loss ratio, premium 
rates had been increased. with effect from July 1. 1980 and the com-
panies had recruited and deployed veterinarians and with their help: 
loss minimisation measures had been initiated viz. verification of ani-
mals, checking of valuation, special verification of c1aim.~, conducting 
training courses and maintaining effective liaison with banks. under: 
taking model exercises in selected areas and having joint dialogue by 
General Insurance Corporation and all companies with' organised dairie" 
for reduction of claims. 

3.37 The following lapses were noticed in Audit:-

(i) Not obtaining cur tfJgs at the time of settlement of claim . 
... . 

(ii) Not obtaining health certificate from veterinary surgeon!' 
before accepting a proposal for insurance of cattle. 

3.38. The Corporation is reported to have estimated that insurablr 
animals in 1977 were to the tune of 500 lakh~ while the number of 
cattle insured increased from 2.10 lakhs in 1976 to 56.761akhs in 
1981. The claim ratio also showed a continuous rifle f\.nd rose to 85 
per cent in 1979 and stood at 83.4 percent in' 1981. The insurance 
covora.ge of cattle for 198.1 was only 1 J .35 ~r ceDtof. ·tIre total cattle 
populatiOn in the country (1977 base). wiUt the increase of cattle 
PoPulation from 1978 to 1980, the percentage of insurance covera~e 
of cattle would be even lower than 11.35 per cent. 

3.39 The Corporation had also infonneu the Audi't in November. 
1982 that "high claim ~atio is an inherent feature of ~uch c1asse.~ of' 
bU&.ines& essentially meant for weaker sections of society, wb.c1'e }n-
JDiuDI' rates have to be kept at .low level a.-J the s~al portion of 
tile· premium ·collected is meant to be given by way of claims to tl'te· 
illSuriD: JtQbi1c." 
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3.40. In tbo writte.n reply furnished to the CommiUee, the CQIIpO-
ration has intlniated: . . . . 

"Cattle Insurance which covers cattle w. Ilivestock was intrtr 
duced in 1974. TI..e insurance is i'estncted to cattle of a 
particular age group and also depends 011 their health, 
status and feeding resources. Out of the estimated cattle 

population of 2400 laths as per livestock population 
census of 1977, only about 500 lakhs are insurable. From 
29.000 cattle hCQlds covered in 1974, the: n,mber has jn-
creased to 10~ lakhs in 1983 i.e. 20.6 per cent of the 
insurable number. The corresponding premium income 
lIas gOIl\! up trom Rs. 25 lakhs in 1974 to Rs. 3370 lakhs 
in 1983, representing a growth rate of more than 72 per 
cent per annum. 

There is a special low-cost insurance sclieme for cattle. subsidised 
under IRDP, SFDA, MFAL and EPAP Projects. G1'oUp 
Cattle Insurance Schemes have also been introduced for 
• Amul" and "Mehsana" Dairies in Gujarat and al.,o for 
District Co-operative Milk and Producers' Unions in 
~ajasthan. Similar Group Schenies have been negotiated 
with Dairy Authorities in Andhra l'radt"Sh. Tamil Nadu 
and Sikkim. With a fairly large base already established, 
efforts are now being made to extend insurance protection 
to more a1ld more individually owned cattle and entertain 
proposals where no bank-finance is involved. A beginning 
has also been made to grant insurance cover to Honey 
Bees, Silkwonn, apart from sheep. goats, poultry, pigs. 
camels and elephants." 

3.41. The Committee desired to know jf it was feasibJe for tire 
G.T.C. to cover all the cattle population in India despite the fact that the 
Corporation had no branches in 120 district!'. The Chainnan, GIe 
infonn.ed: 

"For cattle insurance we are well organised. Even these 120 
districts we propose to cover by next year. So, that is not 
going to be a constraint. I cannot say about tho total cattle 
popuJation, but aU the insurable cattle popuJation in the 
country can be insured. We would be in a position to 
cover 5 crores, which is the fig\ire mentictried. The growth 
rate in cattle insurance is 30 per cent. 

3 .42.Wben poip:ted out that most of the officc~ of Ole were located 
in the urban. areas whereas the cattle insurance was required to be 
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transacted at the village level, the Secretary, Ministry of Fin~ stated' 
mm~: ' 

"We agree that the existing structure is more or less urban-
oriented. We have two options. One is to create a sepa-
nte Corporation to deal with rural areas. Second, to 
make tire present Corporation move into the rural areas. 
Personally I see no reason why the General Insurance Cor-
poration should not move to the rural areas rather than 
having a Corporation to deal fXc1usively with rural areas," 

D. Insurance of AgricUltural Pumpsets 

3.43 Agricultural Pump~ets Insurance Scheme was introduced by 
the Corporation in 1976 with a view to providing indemnity to rural 
farmers against various types of losses i.e. fire, theft, mechanicallelec-

. trieal breakdown, accidental damage etc, and covers both electrical 
motors and diesel oil sets. 

3.44 A feasibility study before the introduction of the scheme re-
vealed that there were over 35 lakh agricultural pumpsets in operation 
in the country-si~. The demand for pumpsets woU!ld go up grer:dtly 
m the future. Thus after considering the market potential and need 
to provide protection to farnlers, the Scheme was launched f~ June 1, 
1976. The premium rate was from Rs. 25 to Rs, I 15 depending on 
the horse power of the pumpset. With effect from July 1, 1980 the 
premium rates were doubled and a 'No claim discount' was introduced, 

. ... .. 
3.45. The following table indicates the number of pumpsets in-

sured, premium received and claims incurred during 1976 to 1981: 

Year 

1976 

1977 

1978 

1979 

'98o 
IgBI 

1 orAL 

No. or 
J)JmJ)!lu 
it lured 

0·,8 

'5' 
0'48 

093 

"06 
,. ()I 

4' 17 

Amo,ftt 
of J).~;-
mium 

R.I. 

8'78 

20'56 

24' 53 

36 '26 

5~'71 

O()·6q 
1r2~'47 

(fo'iglU"lS ir. !akh~: 

Claims ClaIms 
. -. --- Ratio 

No' of , Amou"t 
p'lI'Q~tl 

ff.;ctr:d 
(lb.) 

",08 4'27 48 '5% 

0'°5 28'52 138'7% 

0'10 56'74 2!P'S% 

0'14- 7°'09 193'3% 

0' 14- 72'58 137' 7% 
0'°7 55' II 68'3% 
f)'SIi 287'31 

NO~ : r. ,II in cLim ";,Ii/) in ,gal w' (b,t' to dO·Jblil.g of pr. iniuma i'rom, ut 
July, IgBo, 
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3.46 In the writt~ reply furnished to the Comunttee~ ~ C"6rpO-

ration has informed that as against only 18,000 pumpsets covered in 
.t976, the scheme has covered 1.65,248 pumpsets in 1983. The pre-
mium therefrom has gone up from AIs. 9lakhs in 1976 to Rs. 123lakhs 
in IPS3 repreae.nting an annual increase of over 45 per cent in the 
premium income. . 

3.47 According to Audit, the high claim ratio is attributed by the 
Corporation to the following factors:- . 

(1) Business is too scattered involving small value and very 
negligible premium. It becomes difficult to control the 
business and claims in view of distance involved. 

(2) To inspect the damaged pumpset in remote areas is not 
possible by our AdmnlDev. Staff. Cost·to be incurred for 
this purpose would be prohibitive. 

(3) Repair facilities are not available in rural areas. 
( 4) Damage to motor is caused by voltage fluctuations. 
(5) Quality control is a problem .. 

3,48 The following suggestions were mlil.ie in (April to August 
1980) by the subsidiaries to the Corporation to reduce the incidence of 
high claim ratio:-

( 1) Fixation of voltage regulations. 

(2) To set up repair centres. 

(3) Restricting business only to areas where the compaDie.~ 
have man-power for pre-insurance inspection as well as at 
the tilM of claim. 

( 4) For large claims, survey assessment of loss sJrould be 
arranged. . 

(S) A separate cadre of rural workers should be though't of for 
the above j<IJ. " . 

3.49 The Corporation infonned in October, 1982 that the sugges-
tions at Serial No. (1) and (2) were not found practicable and those 
at serial Nos. (3) to (5) have been implemented. It is~' however. seen. 
that subsidiaries have not yet issued the necessary instructions in that 
regard (August 1983). 

3.50 It is also stated in Audit Report (1982) that compared to t:Jre. 
estimated. figW'O -of 35 lakh agriculturaJ pum.psets in the country, the 
coverage is only to the extent of one 1ak1t sets, i.e. 2.8 per cent up to 
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19.81. The low porcentap in coverage.is attributed by the Manage-
ment.to the. poor. ecouomic condition of the fanning.community, 

3.51 The Committee Dote that the crop insurance sdleme oa 
indftridual approaeb basis was fint taken Up as .n .~ IMII-
sure in 1973 but was abandoned in 19M 8fter iRcuf'l'illg a loss of 
Rs. 33.34 Iak.hs, as the scheme was found impradkable. A pilot 
Crop Insurance Scheme OR homogenous approach basis was tUn up 
by GIC in 1979 with the State Governments participating as co-insurer.; 
to the extent of 25 per cent but the c:overage of the scheme tUl 1981 
had been very meagre in as mudl as the insuranc:e afttected was only 
to the extent of Its. 2 Cl'Ores as compared to the total value of astri-
cultural production of about Rs. 20.000 crores per annum in the 
t;ountry. Similarly the area of Iud covered under ~. 8t. ... eme in 
1983·14 was 87.296 hedares as apin.. 16.008 mPliou hedares of 
cultivable am. Or ~ available in tile counU'y. De claims paid 
during 'he ycaw 1981·82 a~d 1982-83 a,; comp ... red to the premium 
collected were very much on the hieb side and the claim mtio iy~ 
1982-.83 b_ nadaed 8ft astronmnical fipre of 238.46 per cen,. 

3.52 The main realions for the high claims ratio, as stated by 
Corporation, arc heavy· rain. water log~ng. root rot and wilt, low 
moisture, dl'oupt, high velocilty winds etc. The h;~ Joss ratio is 
stated to be an inherent feature of this scheme because of its covenage 
hdn~ restricted only to sekcted areas and selected crops. and the 
premium rates having been fixed -.t a low l"v .. 1 do,. :". nonr paying 
capacity of the farmers. As a result, the adverse cl8hn ratio \\W 

like.y to contiuue tlU crop insIirance was not implementcd on a country-
wide scale. 

3.53 Thc GI(; is reportcd to have brought to the notice of the 
(;overament as far back as in October. 1981 that it was not the right 
av.ency for transacting crop ialiurance on a large sc:aJe or on a IonS!. 
~erm ba-ris. 'The view of the GIC is that the f.rnn 1"Q1~" .. e whicJt 
eanaet be tied up. wit!! ~. bmd .... shouW·he tra ... cted b,· 
t.he State Govenuneat on daefr own acCOllllf.' ' 

3.54 During evidence, tile representative of the Corporadon ba" 
admitted that the GIC was not· properly equipped to' .. iDto the 
·teclana details of the crop insurance ..... fi so.... they were not the 
fit'agency to 1II1II ... tltat bushiess. StfD. the MiBiitry: ~ted tlt.-
Corporation to continue to conduct the crop .ibSu .... cescbeme '._ 
experimemal basis. In this connection, the Committee wouJd like to 
point ont that Crop Insurance involves Nevera) ftlr.f01'~ like ftood. 
dought, Inputs ere. wllkh have direct hearing on yield from the soli 
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and affect the crops. All organisation Uke GlC which was already 
engaged on many other activities could not be expected to take up 
detailed study of all these aspects or have technical knowledge on such 
matters. In tbe opinion of tbe Committee, there should be a rural 
based organisation with the necessary expertise to take up "rop insur-
ance sc.'hemes. ~..:. i . ~ 

3.55 The Ministry of FiuRnce has also admitted tbat under the 
Government of India Allocation of Business Rules "Crop Insurance" 
fall~ ullder the Mini&1ry of Agriculture and in the absence of any 
suitable organi.~tion GIC was asked· to take initiative and conduct 
experimental scbemes. De Ministry also iDformed the Committee 
that the Ministry of Agriculture had. set up a Committee to go into 
the question of long term arrangement fOr the crop insurance and in 
its Report, that Committee had, inter alia, rec.!ommended that the State 
Governments should take responsibility of transacting crop insurance 
throughout the country. 

3.56 lbe Committee al'c constrained to obse"e that in spite of 
the fad that the GIC bad expressed its incapabDit)' to undertake crop 
insurance business as far back as October, 1981, GIC was required to 
carry on with the crop insurance scheme all these years. 

3.57 In his cliidence before the Committee, the Finance Secretary 
stated that the Ministry of Agriculture was keen to have such a scheme 
introduced. He further stated that when GIC administered the scheme 
on a trial basilj in certain selected diUrkts the claims were ftported 
to be very high as compared to the premium and it Was thus not 
possible for GIC Or its subsidiaries to meet with the situation. Accord-
ing to him it was the Planning Commission which was taking a view 
as to wbat would be the method of introducing crop insurance on a 
wider scale, what were the financial implications and what would be 
the best agency for doing so. De Committee were abo informed 
that in the last meeting held on 29 October, 1984, the Planning Com-· 
mission have not come to a final dec.don. In this connection, thE' 
Committee would like to draw attention of the Govemment to the UN 
Study (1981) on "Crop Insurance for developing countries" which has 
emphasised the need of a Government Unit to be the insuring organi-
sation in Crop Insurance. Crop Insurance programme is stated to 
be linked with other aspects or national policy which in many conn-
tries are considered to fall within the direct responsibility of Govem-
mente 

3.58 The (;omm(ttee cannot but deplore the casual manner In 
whicb the crop insurance scheme has hlthertofore been' dealt with by 

1958 LS-3. 
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tile Go ....... t. WIlen ·GIC waspleadiag timeBcl .... ;1bat &be 
-Cerperatioa WIll .~·,tbe·ftght JII8IKY to ,traD8act,erop illeuraDeeand 
had broJllht their' dMIaddeII "10'~' it was 1IIe, duty 01 tile .Govern-
ment either te' giveproperpideliDes to GICfor impleJDeating the 
scheme or to ftDd out and set up a suitable altemate madaiaery. 

3.59 'lbe Committee are, however, glad to note that the CentraJ 
Government have si'nce decided to introduce a compreliensive crop 
insurance scheme on a country-wide basis (etfedive from Kharif 1985) 
which wiD have a built-in-iIlSurance cover for all crop loans. Under 
this scheme, the GIC will act as the leading insurer and will establish 
crop insunmce ceDs at the State capitals and maintain close and con-
stant liaison with the State Govemments, Reserve Bank or India, 
NABARD, State Cooperative Banks, Commercial and Regional Rural 
Banks. The crops to be covered are rice, wheat, oil seeds, pulses and 
millets and insurance cover to these crops would be provided to the 
extent of 150 per cent Of the crop loan. Since the uncertainty ab,out 
the agency which should transacJ crop insurance bus.ess has be~n 
settled, the ColDlllittee ,hope that GIC would now provide neces-liary 
infrastructure aad inlplement with due vigour and siacerity the newly 
introduced scheme efficiently. The Committee are sure that Govern~ 
ment would provide the necessary guidelines to the GIC so that the 
plSt history is Dot repeated. 'lbe Committee would watch with 
interest the implementation of this new scheme and -would like to be 
apprised of the results achieved tbereunder in due coarse'; 

3.60 The COlRllllttee find that the working 'results of another 
scheme. namely, Janata Personal Aeckleat Policy which was iIItrodll"-
cd on 31-3-1976 for the benefit Of common DIan are also not very 
encouraging. The number ofpoHc~ Sold by d",erentsuhsicliariell of 
Gle fen steeply from 17.33 lakhs in 1976 to 7.53 lakhs In 1980 and 
5100d at 12.85 laldls In 1981. There was, however. some increase 
during 1982 when the number reached at 20.16 Iakhs. The claim 
ratio was also very high as it tanJ!ed between 64.1 per ecnt. to 
107.5 per cent. duri~ the years 1977-'1982. The figure of 31.39 
lalm people, covered under the scheme upto 1983. is still vet-y in-
si".ificant as compared to the total population of 684 million people 
in the country (according to 1981 census). These figures themseh'l'S 
speak about the popularity or otherwise of the scheme amon~ the 
people at the lowest rank of the society. 

3.61 GIC has admitted in evidence that "lanata Scheme i!\l not 
pro~g mueb". They han also aJnIbed the 'slow tempo of deve-
lopment to the apathy of thl! sales fOfte in devoting time and ene~y 
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to sustaill the bnsiness owing to small eamin&. accruing .,refrom. 
The Committee, therefore, recommend that to make the ~e a 
success the Corporation should approach the administrative Ministry 
and through them persuade aU ,the S~ Govenune~ .aDd Union 
Territories to have this PoUey Cover for aU their employees as was 
once initiated by the Governments of Bihar and Kamataka to cover 
their employees. The nationalised. banks and cooperative banks should 
also be persuaded to have this cover for all their depositors. 

3.62 The perfonnance of the cattle insurance ~~e is also not 
very satisfactory. The Committee Dote that as against the total 
population of 2400 Iakh of cattle as per the livestock census of 1977, 
only 103 lakh have been Dnsured till 1983, since the inception of the 
scheme in 1974, which is only 20.6 per cent. of 500 lakh insurable 
animals in the country. The Corporation bas also not been able to 
check the high claim ratio which ranged between 66.2 to 85 per cent. 
during 1978 to 1982. The Committee are not satisfied with the pro-
gress of the schemt as it is confined only to well organised dairies and 
in II few cases to milch cattle purchased with Bank or Government 
loans. The Committee d~ire that vigorous efforts should be made 
by Corporation to cover atleast majority of insurable cattle population 
in the rural areas in the next two· years and the total insurable cattle 
population within five years. Prompt mea4Nres should also be taken 
to minimise the loss oecllning ns a result of high claim ratio. The 
Committee would like to be apprised. of the measures taken in this 
regard. 

3.63 The Committee also recommend'that concrete steps should 
a1-,0 be taken to extend insurance protection to more and more indi-
v3dually owned cattle and to entertain proposals even where no bank 
i .. involved. Efforts should also be made by the Corporation to create 
awakening in the minds of the rural masses throu~h the publkity media 
so that the weaker and poor sections of the society scattered at the 
rClllotest corners of the cOllntr~ could be benefitted from this schemc. 

3.64 Anothcr insurance s(~heme, namely, Insurance of AfiriclIl-
tural Pumpsets was introduced by Corporation in June, 1976 to pro-
vide indemnify to rural farmers against various types of losses i.e. 
by fire, theft. mechanical!elertrlcaJ breakdown. accidental dama~e 
etc. and covers both electrical motors and diesel/oil set... This scheme 
has also not become popular as only 4.17 lakh pumpset" oot of over 
35 lakh pumpsets (1976) in operation in tbe country, were insured 
dlJring the pe~iod from ,1976 to. 1981 and the industry suffered an 
accumulated )0lIIS 'of. Rs. 63.84 mkbs.EvenfR 1983 tbe Corporation 
had insured 1,65,248 pumpsets which is only 4.7 per cent of the total 
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IIUDlber of pumpsets in the country (in 1976). This percentage wiD 
further slip dOWD in view of the increase in the number of pumpsets 
after 1976. 

3.65 DorIn8 the years 1977 to 1980 the claim ratio was also 
ruling very hi&h between 137.7 per cent. to 131.3 per cent. There 
was, however, some improvemeat doring the year 1981 when the claim 
ratio stood at 68.3 per cent. The Committee note that in orde to 
reduce the incidence of high claim ratio the subsidiaries had made 
certain suggestions to the CorporatioJ) in 1980; out of which thle~ 
were stated to have been implemented by the Corporation in October, 
1981 but till August, 1983 the subsidiaries. had not issued the neces-
sary instructions in that regard. The Committee take a seriou.-; oote 
of this lapse on the part of the subsidiaries and would like to be 
apprised. of the reasons for not i-.suing the instructions by subsidiaries 
and remedial steps taken to prevent recurrence of such. situations in 
future. 

3.66 On perusal of the performance of the above schemes, the 
Committee find that the various schemes put into operation by the 
General Insurance Corporation of ~ndiafor the weaker' sections of the 
society, especially for the agriculturists and the rural people, have not 
bome the desired results and consequently the objectiVe of making 
these schemes meaningful for the common man has been frustrated. 
The Committee note from the Audit Report (Commercial)-Part VIII 
(198%) that in January, 1979 Government had taken a decision in 
principle to establish a Rural Insuradce Corporation on the basis of a 
feasibility report prepared by the G.I.C. in 1979 and approved by tbe 
Board of G.I.C. to cover various insurance schemes like cattle 
insurance, insutaDCe of agricultural pumpset .. , gramin accident policies. 
iBsurance of poultry, sheep, bullocks, pigs etc. and farmers package 
insurance policies for the benefit of ~ral masses but the Ministry of 
Finance took four years to examine the report and came to the conclu-
sion in June, 1983 that the Rural Insurance COlporation, as envisaged 
by G.I.C., was not viable aad feasible. The Committee are of the 
~iew that since G.I.C. are involved in maltlfarious tlCttrities and h· 
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new 01 the fact that the branches of G.l.C. and its subsidiaries are 
located mostly in the urban areas, it C8DD0t do justice to the rural 
people. The Committee. therefore, 'recommend that Govemment 
should pve a second thought to its earUer proposal of establishing a 
Rural Insurance Corporation to implement the various schemes 
devised .for the benefit of rural masses in general and weaker section~ 
in parti(ular. 'The proposed Rural Insurance Corporation if set up 
should be provided l\'ith the technical expertise necessary for rural 
insuranc ~. The necessity of such a rural based. oi'ganisation for doing 
rural inliurance business has already been emphasised by this Com-
mittee ill earlier recommendation in this Chapter (para No. 3.54). 



(~HAPTER IV 
" r 

GENERAL IN~~RANCE BUSINESS IN lNDJA 

4.1 The General Insurance business transacted by the Corporation 
and its subsidiaries comprise Fire, Marine and Miscellaneous Insu-
rance. Tho Corporation difectly tranSacts (1) Crop ~ Insurance and 
(2.),. Aviatiot:l Insurance. 

4.2 The four subsidiaries transact the following classes of busi-
ness:-

(i) Fire Insurance. 
(ii) Marine Insurance which comprises, Marine Hull and 

Marine Cargo Insurance. 
(iii) Miscellaneous Insurance which comprises Motor, Burglary, 

Personal Accident, Aviation (Other than transacted by 
the Corporation), Cattle Insurance etc. 

The salient features of the working of the General Insurance In-
dustry are discussed as under:-

(i) Organisational Set-up 

4.3 The four subsidiarl Companies of GIC viz., the National, 
the New India, the Oriental and the United IndiaJ, operate oft an All-
India basis through the Head Offices and network of Regional 
Divisional and Branch Offices. 

4.4 National ha~ six Regional Offices located at Ahmedabad, 
Bombay, Calcutta, Delhi, Luclcnow and Madras: New India has eleven. 
Regional Offices located at Ahmedabad, BangaJore. Bombay (two) 
Calcutta, Chandigarh, Delhi, Hyderabad, Kanpur, Madras and Poona; 
Oriental has ten Regional Offices locclted at Ahmedabad, Bangalore 
Bombay (two) Calcutta. Ch an digarh , Delhi, Indore, Lucknow and 
Madras and United India has eight Regional Offices located at Ahme-
dabad, Bangatore, Bombay, Delhi, Calcutta, Hyd'erabad. Lucknow 
and Madras. 

4.5 Each Company has a large number of Divisional and Branch 
Offices spread all over the country so as to reach the insuring public 

'~' 32 



33 

and render effective scrvic~ Branches are focal points for collection 
of premiums, acceptance of risks. settlement of commission and issue 
·of documents. The Divisjonal Offices supervise the working of the 
Branch Offices and settle claims in respect of business written by the 
Branch Offices. 

4.6 The details of Divisional Offices and Branches of the sub-
sidiaries during the pleriod 1976 to 1983 vis-a-vis gross direct pre-
mium income are given as under:-
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4.7 It will be seen from the above table that the number of bran-
ches in New India even after excluding 54 branches which the Cor-· 
poration has stated (September, 1982) are servicing units of Divisional 
Offices and not separately located branches, is higher than the number 
of branches in other subsidiaries and was not commensurate with its 
higher premium income when compared with the income of other 
subsidiaries. ' •. i~ 

4.8 Audit Report (1982) stated that there has been an increase 
of 556 branches (National 124, New India 118, Oriental 161, United 
India 153) between 1976 and 1983. 

4.9 The Audit Board enquired from the Ministry whether any 
review was undertaken by them to ensure that there was a real total 
growth of business after opening of the Branches in a particular place 
after adjusting the incidence of inflation. The Ministry replied in 
July, 1983: 

"The review of perfonnance of the branches is being done by 
the concerned subsidiaries as a routine measure. Such 
review at the Jevel of GICJMinistry is not considered 
necessary. " 

4.10 According to Audit, no detailed work study was reported to 
have been made to fix premium norms for opening of Divisional 
Offices and Branches etc. When asked whether the Corporation has 
not made any detailed work study for fixing the premium norms for 
opening a new Division etc., the GIC, ina written note submitted 
to the Committee, stated: 

"In the process of integration of erstwhile private companies 
into four flag companies. after nationalisation, branches! 
divisional offices were initially formed on the basis of 
the existing structure of the merged companies at parti-
cular locations. Wherever the offices of all the Companies 
taken together at particular location had a premium 
structure of about Rs. 10 lakhs a branch was established 
and a premium of Rs. 40 lakhs and above was considered 
enough to justify a division. These norms for Divisional 
offices (Rs. 40 lakhs to Rs. 1 crore and branches (Rs. 10 
lakhs to Rs. 25 Iakhs) and over Rs. 6 crores for a 
Regional Office were fixed in consultation with the Custo-
dians of the four groups. 
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4.11 !In view. of the. escalation of salary cost au4 ot~r.expenses 
.of manpower~ as also ,~crease in value of ris~. and. consequent in-
~r~e in' premi~ incoqle ~ n0rDlS for set~up of brao.cbes aDd 
divisions are reported to have ~ reviewed by GIC in Jul),. 1981., 
July, i982 and May, 1984. For opening branches in 'No Branch' 
districts, hilly areas etc. to cater to the insurance .needs of weaker 
sections of society in remote corners of the country. the premium 
nonns have been fixed on the low side. The comparative position 
regarding norms fixed in 1973, 1981, 1982 and 1984 is indicated 
in (Appendix;.I). 

4.12 The Company-wise break-up of the branches, as on 30th 
June, 1984, operating in 'At and 'B' class cities and in other cities I 
mofussil areas, erstwhile 'No Branch' district and hilly areas is as 
under:-

Company 

Nalional . 

New India 

Oriental. 

United India 

'N class 
cities 

lIZ 

29 

42 

28 

'B' c1au Otber 
cities cities, 

Moruail 
are .. 

30 l!l~ 

3 1 29° 

45 2()5 

48 232 

Branch(" Hilly Total 
vt up in areas 
'No Branch' 
district. 
ainee 1981 --------

211 lZ47 

17 20 3a7 

17 7 316 

110 6 334 

------------------------
4.13 It has been brought to the notice of the Committee that 

97 per cent of the 432 Districts as at the end of 1983, had either a 
Branch or an inspector operating there. At the beginning of 1984, 
there were 124 Districts without a Branch and 16 Districts without 
any inspector of any of the four subsidiaries. By the end of 1985, 
the office network is expected to cover all the 432 districts existing 
as on 31 st December, 1983 by appointing Inspectors in all the 'No 
IBspector' Districts and opening Branches in all the 'No Branch" 
Districts. ~ '" .. ~t 

4.14 The organisational network is proposed to be expanded by 
. GIe so as to have as far as possible, one Regional Office in each 
State, thereby increasing the total number of Regional Offices from 
35 as at the end of 1983 to about 65 by the end of 1989. The num-
ber of Divisional and Branch Offices are also proposed to be increased 
from 1649 at the end of ]983 about 3120 by the-end of 1989. 
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(u) Growth in Premium incolM 

4.15 The following table shows the targets and actuals for the 
industry as a whole, the percentage of targets. completed and the 
groWth·· rate for each of the years 1977 to 1983: 

Year 

1977 

1978 

1979 

I~ 

l!J8t 

1982 

Ig1lS 

1ar,et. 
(Ra. in 
crocca) 

336'46 

3~2'47 

391'48 

457·06 

579' '3 

7114'00 

874'42 

Acluals 
(Ra. in 
Cloret) 

306'06 

343. us 
387'68 

41)g'S9 

585' '4 

7~3'SS 

857'00 

.•. ---. 
Percentage Growth 
o~et Rate 
c e-
tcd, 

91% 6'6% 

97% 12.1% 

99% IS'I% 

103% ~0'9% 

101% ~4'7% 

99'9% 23·6% 

98% 18'5% 

4.16 According to GIC, the growth rate of premium increased 
year after year up to 1981. It increased from 6.6 per cent in 1977 
to 24.7 per cent in 1981. Thereafter it decreased to 23.6 per cent in 
1982 and suddenly dropped to 18.5 per cent in 1983. It is also 
reported by OJ.C. that the premium income which was Rs. 184 
crores in the first year of nationalisation has increased to Rs. 857 
crores in 1983 (an increase of 465 per cent). The industry has also 
exceeded its business targets in 1974, 1980 and 1981 and in other 
years, the targets have been achieved to the extent of 91 to 99 per 
cent. Coupled with the strides made in premiums,· the Industry's 
profitability has also been impressive, the profit before tax having 
gone up from Rs. 38.10 crOTes in 1973 to Rs. 254.77 crores in 1983. 

4.17 Explaining the rensons for the decline in growth ratio, the 
GIC stated that "even wher. the growth rate decreased from 24.7 per 
cent in 1981 to 23.6 per cent in 1982 and 18.5 per cent in 1983, 
the targets for these two years were completed to the extent of 99.9 
per cent and 98 per cent respectively. The growth rate of 24.7 per 
cent in 1981 was also due to higher industrial growth (9.27 per cent) 
in that year (as compared to only 4.5 per cent in the succeeding two 
years), and increased import., of oil, cement, newsprint etc., which 
are not normal features. Even the growth rate of 23.6 per cent in 
1982 w~ not normal and was due largely to increase in motor tariff 

• 
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rates from February, 1982. Subsequent reduction .of the growth 
rate to 18.5 per cent in 1983 was due mainly to textile strike in 
Bombay, recession in the shipping industry, and impact df increase in 
motor premium rates being not of the same magnitude as in 1982. 
The normal growth rate in the Industry. based on the average com-
pound growth rate for the period 1973-83 is 16.6 per cent and, it 
is plann.ed to be raised to 18 per cent during the period 1984--89." 

4.18 Explaining the position with regard to the sharp decline in 
the growth rate in 1983 as compared to 1981 and 1982, the Chair-
mao of GIC stated during evidence:-

"When we are speaking according to the table that the growth 
rate has come down, we are comparing with the high of 
1981 and 1982. In 1982, there is a special reason why 
production was 23.6. The motor premia rates were 
inceased in 198~. Otherwise, 1982 would not have 
been as high as 23.6 .... 1981 was exceptionally good 
year .... During this period (1983) there has been 
recession in the economy. There was textile strike; ship 
industry has been indoldrum and there has been disturbed 
condition in the North. All this contributed to bring 
down the growth rate to 18.5 per cent .... 

I may also here point out that compared to other countries, 
18 per cent growth rate is exceedingly good. Very few , 
countries are able to achieve this growth rate of 18 
per cent." 

4.19 The Committee have learnt that the General Insurance 
Premium in India is about 0.4 per cent of the Cross National Product 
(GNP) as against 4.6 per cent in United States, 2.8 per cent in U.K. 
and 1.5 per cent in Japan. The per capita income on General In-
surance Premium in India is about Rs. 5.2 as against Rs. 2600 in 
United States, Rs. 800 in U.K. and Rs. 540 in Japan. 

4.20 The Committee hall also learnt that the Corporation bas plan-
ned to reach a premium income of Rs. 1215 crOTes by 1985 as 
against a premium income of Rs. 585 crores in 198 ~. 

4.21 White projecting the growth rate of the gros.o; direct premium 
income during the Sixth Five Year Plan period, the subsidiaries have 
assumed, while framing their Corporate Plants for 1981-1985/ 
1982- -1986, an average rate of annual inflation at 10 to 15 per cent 
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.and the growth rate of Gross Natio~al Product at 5.2' per cent as 
postulated in the Six~ Five Year Plan of the country. These ploos 
also postulated that the percentage of gross direct premium income 
to Gross National Product would stand at about 0.45 per cent. 

4.22 As reported by Audit, the Gross National Product of the 
country for 1975-76 was Rs. 65,692 crores and that for 1981-82 
it was Rs. 1,28,524 crores. The gross direct premium income in 
India for 1975 and 1981 stood at Rs. 254 crores and Rs. 585 crores, 
respectively. The Gross Direct Premium Income in Jndia for 1982 
and 1983 stood at RIs. 723 crores and Rs. 857 crores, respectively. 
The ratio of Insurance Premium to Gross National Product thus stood 
at 0.39 per cent in 1975' and 0.46 per cent in 1981. The ratio of 
insurance premium to Gross National Product of the country stood 
at 0.50 per cent and 0.51 per cent in 1982 and 1983, respectively. ' 

4.23 According to Audit the contribution of various classes of 
business to the gross direct premium income during the years 1975-
1983 is as under:-
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4.27 The Committee have observed that the total incurred clabu 
have gone up from B8. 11,119 lakhs in 19'18 to . Rs. 52968latba in 
1982 and stood at Ra. 47,184 1akhs at the end of 198& 

4.28 According to Audit, the percentage of the claim ratios. te 
gross dtreet premium income in respect of almost all classes of in-
surance has increased since 1976 as may be observed from the 
following table:~ 

Yrar 

1976 
1977 
197/1 
1979 
'9U(1 

'glh 
Igll2 
rg83 

Firf' Marinr. 

Cargo Hull 

MieceUanaous 

Motl'lr Othr.r 
than 
Motor 

!"':Icr.nmgea Df claim ratio to grOl8 dirt:t prr:mium iDc:ome 

;'1·8 019'· 67'9 5S'9 :H'9 
30 '2 47'4 32'S 73'5 42'9 
39'6 7°·8 85'0 78,7 53'6 
48~8 102'+ 46'4 93'1 51'9 
3 1.8 75'5 65'9 86-8- 5S'9 
33'2 61'" 7:l'1 86'1 49,6 
39. 6 71 '5 201'5 7S'S 8S'I 
43'9 5Q'7 :p'o 76·S 51'9 

4.29 While in Motor there is constant increase in the claim. ratio. 
in cattles the claim ratio has been fluctuating. The clam.. ratio 
in Motor which was 53.9 per cent in 1976 rose to 93.1 per cent in 
1979 and thereafter has shown some declining trend and stood at 
76,3 per cent in 1983. 

4,30 'Phe Corporation has also stated in its written reply that 
although the total incurred claims have gDDe up from year to year, 
the same has to be vlewed in the context of increase in businea. 
A more appropriate yardstick for comparison would be the ratio of 
incurred claims to gross direct premium from year to year for aIt 
classes of businellS taken together, as indicated. below:-

1958 LS-4. 

Pe'cent-gf! of 
incutTed cl .. _ 
to G .. OSI Diract 
·P .... milun 
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• .31 From the above table, it would appear that the incurred 
~ Alio, bU·' been flw:tuating fr.Om ,year to year dUe to varying 
claims experi.mce., ~asoDS tor' 1n~8se in incurred ,claim ratios 
in 1978,' 1979 and 1982 have been analysed and are stated to be 'at 
under: I' 

4.32 The high ratio of '14.4 per cent in 1978 was due to heavy 
claJms arising from floods in West Bengal (Rs. 11.84 .crores), Air 
India Boeing losses at Bombay and Delhi (Rs. 44.05 crores). Crash-
landing of Indian Airlines Boeing at Hyderabad (Rs. 7.60) and 
sinking of vessel ccChandragupta" (Rs. 5.82 crores). 

4.3'3 The high ratio of 70.9 per cent in 1979 was due to fire in 
Southern Petrochemical Industries, Tuticorin (Rs. 10.50 crores), 
Cyclone losses in Southern States {Rs. 5.01 crores) , Crashlanding 
of Indian Airlines Boeing at Madras (Rs. 6.98 crares), sinking of 
vessels "A VERILLA" and "OHDAE" (RS. 21.42 crores) and missing 
vessel "KAIRALl" (Rs. 6.40 crores). . .. 

4.34 The high ratio of 73.9 per cent in 1982 was due to fire in 
Central WarehOUSing Corporation, Ludhiana (Rs. 5.60 crores), fire 
and explosion in, Calico, Mills, Baroda (Rs. 15.01), loss of INSAT 
I-A (Bs. 64 crores), blow-out of ONGe's 'Sagar Samrat' (Rs. 57' 
erores) and Sinking of vessels GOGO RUNNER AND JAL MORARI 
(RS. 14.48 erGres)~ " 

4.35 In the years 1980, 1981 and 1913 the incurred -claim ra.t101 
were 59.4 per cent, 65.2 per cent and 555 .,of cent respectively 
which shows a declining trend 

Asrel~ ~ob:, ,~~, 89me of the reppns advanced for 
hi~. ~ ratiQ.,are (1) ris~g ,CoA of ~pal,'e p~ts. ~ well as labour 
~; ip, ~pectof own "q~e ~ai~, (i0 ~o:oMui,n.1 tr~d of 
~re~ ~~ aw~, in. ~~ of tb,ird party el81ms, and (Ui) 
iJiadequate ~~ ~tipg"~n.re~ru,,l'Y,' 1.982. Th,~was no. re-
vision of motor tariff from 1963 to January, 1982.' After the re-
vision of motor tariff from 1st February, 1982, the incurred claim 
ratio ~v~ from 86.1 per cent in 1981 to 76.3 per cent in 1983. 

(iv) Incu.rred dlGims unc:fe1o Aviation lnaurance 

4.38 The GIe writes direct aviation business emanating frqm 
Air-India" Indian AtrUnes, HindustaD Aeronautics Ltd. and In. 
_tkmal Airports Autbodir of lDdAa. . 
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The following table giv •• iDcUrred clalma ancl the daimI 
aUo to grail direct premium. in respect of aviation bwdDell writtea 
by the Gle for, the y88ft 1978 to 1988. 

(Rupee, in laltha) 
----_._._. __ ..............- ---------------
Y~.ar G-ou Incu1"~-d 

Premium cWma 
ClaiJn!' 

Ratio (%) 

-- -. --... --------- . -- ._------ ---------
3 

------_._-----_._._ ... _ .... _-. __ .... _ ... _ ........... _----- ---"---' .-.-

1976 - 601'06 499,81 83' 15 

1977 68!t'S5 !tOll'a8 !t9·fi4. 

1978 7~'81 5556'01 i43'97 

1979 867'!t4 1017'55 12S'56 

1980 1138' 76 695' " 6/'" 

IgSl 1361 '91 661'59 48,,,6 

IgS2 1,83,,8 419'Q6 2S'5° 

1985 2260'94- '55,83 IS'74 
------

4.37 The reasons for high claim ratio during 1976, 1978 and 1979 
were attributed (May 1981) to major hull and liability claims d.ur-
ing these yeal'f .. IDd1cated below:-

Year 

---_ .. _---------

(Rupec:e in lakbl. 

No, or Claim 
cl: im Amount 

!I 308'65 

4- ,')299'58 

3 956'09 

4,38 Sundry aviation business relating to hull and liability in 
respect of small aircraft and helicopters belonging to State Govern-
menf8 and other private firms and business houses is written by 
the four subsidiaries. In order to ensure a degree of uniformity in 
the rates for similar aircraft with similar hazards, the rating of this 
business has been taken over by the Gte from April I, 1981. 

4;39 The following table gives incurred claims and its ratio 110 
gross dinct premiwn for the yeanl 1979 to 1983 in respect of avia-
tion "business written by the subsidiaries. 
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4.40 From the above detaila. it woulci be seeD that incUmMi claim 
ratio in respect of aviation business written by New In~a duriDe 
1979 to 1981 W8I 1W per cent, 150.7 per cent and 158.9 per cent 
respectively while. in t.ht! case ot the other subs1d1aries, it ranpd. 
from 1.8 per cent to 66 per cent. 

4.41 .As -to the btlh claim ratio of New India the C?rporation 
atated (JulY. 1983)J -"The aviation portfolio of "New India" being small it was on 
the one hand. Jackln, a wide premium base which could cushion 
shock claims ~ on the other when occasional claims did arise, 
they were for substantial amounts". 

(v) Premium Rating 

4.42 ~neral Insurance business is divided into two categories, 
viz., (1) Tariff business and (2) Non-tariff business. Under Tariff 
business the insurance companies have to charge only the tarift 
rates prescribed by the Tariff Advisory Committee.' In the case of 
Non-tar~ business, the insurance companies decide the rates to be 
charged after taking into account the overall experience, paying 
capacity, ete. 

4.43 At the time of nationalisation, detailed tariff existed for 
Fire Motor, Workmen'3 compensation and Marine Cargo (basic 
rates) insurance business. In order to have a viable rating struc-
ture based on the expedence of the industry as a whole, other types 
of business namely, l\f.arine Hull, personal Accident, Machinery 
Breakdown and Banker's Indemnity were also brought under tarift 
from 1978 to 1980. 

4.44 The tariff Advisory Committee (TAC) is a statutory body 
fonned under the Insurance Act, 1938. The insurance Act em-
powers the Tariff Advisory Committee to control and regulate the 
rates, advantages, terms and condition, that may be offered to in-
surers in respect of an;)T risks which the Taritr Advisory Com-
mittee canslders proper to control and regulate; and the rates etc. 
fixed by the Tariff Advisory Committee are binding on all iDsurers. 
The Act also requires every insurer to make payment of fees not 
exceeding 1 per cent of his total gross premium written direct by 
him in India in the preceding year to the Tariff Advisory Com-
mittee. 

The revision of Tariff by TAC for various classes of risks dur-
ing the years 1977 to 1981 is discussed as under:-



,', • : 1. ~ .' .,) . 
(vi) ~ 0/, Fi~. 'farill 

f' I. L 

4.45 . Bar.. 8Iat .. ,J>eoamber,; 1878,,_ iAluran,c;e,pmni\lm rat. 
charged in Delhi and Calcutta Re,.. werebigher than thOIB 
charged in Bombay and Madras Regions. The Tariff Advisory 
Committee rationalised the existmg tariff trDm 31st December, 
1978, the overall impact of which was e8tima~d by the Corpora-
tion to result in recluction of premium by about 20 per cent. The 
position of fire premium ·collection and claIms in 19j8 as compared 
to' the position d11l'inl the subsequent ftveyears from 19'79 to 1933. 
in respect of th,. four IUbaidiariea taken togeth~ •. is given below:-

RI in 1 kh. ._-_ .. _---_.- .-........ ~ -----' 

Y<'ar Prc-mium C1aiml RArif,(%) 

1978 J"~9 445' 38·9 

11)79 119S- Vl61' 49'0 

IgSO '41" 4454 3 1 '5 
IgBl 171ii~ 56b st·, 
IgSa IgBI5 7867 39'6 
1983 st384 1 lostl. .3·9 

4..46.' When asked as to what were the factors responsible for the 
iacreue iD incurred daim ratio, the CUirm.a. 01 ole stated ill 
evtcIeuce:-

-.:be claims ratio in my insurance business· fluctuates . from 
year to year. depending upon the large losses suddenly 
coming up. 

Let UI filst take up Fire. It was very low. 21 per cent. 30 
per cent and 39 per cent. If we are going to incur only 
this much. that shows that I am slightly overcharging 
the clients. In 1979. we reduced the Fire rates. It is 
now hovering around 45 to 48 per cent. ;[ anticipate, 
as the time will go by. we will have to further reduce 
the Fire rate a little bit. I cannot give any commitment 
right here and now. But we are planning some further 
revision and rationalisation of Fire tariff. Then, the 
claims ratio will stabilise around 45 to SO per cent. 

As regards Cargo, in one year. it was very high 102 per cent. 
That wBS'in 19?9. In that year, we had' two very. large 
claims. There was the Vinod Jain shipment case where 
a fraud was there. We have not yet paid the claims 



.. 
But we have provided in the books. Because of, ... 
die CuUmSr3110 went upto tUlper cent m ,1" I~., UUlCIr-
WlSC, me manne cargo claiitl ratio is low. lttiove;a 
around 60 1.0 70 per cent 

As regards Hull, that was because of the ONGe claim. y~ 
wIH recall that there was an oft-shore' fire and lhat wu 
classified under "Hull". 

These claim ratios tluctuate a little bit. These cannot be kept 
constant. I do not know.' how many claims will come up. 
Insurance is for that. Sometimes. the claims will ~ more 
and, sometimes. the claims will be less. 

As regards Motor insurance, it is showing constaDt· increase. 
It is. because of the high claims ratio. In 1982 •. ~. in-
creased the motor rates. As an impact of the increaae 
in the rate, it has come down to 76 per cent.; It·Wit 
ultimately hover around 75 to 80 per cent. 

As to why we are not reducing the tariff, I would' say that we 
cannot adjust Premium rates every year because in one 
year, there is higher claims ratio.'The trend .has ·tobe 
watched for a longer periOd. That is why, after the 
increase in motor premium in 1982, we are watchirig the 
situation and, after some time. we will take some remediij 
measures. ~ 

As regards ~ claim "other than Motor", it is 83 per cent in 
19~2. That was because of INSAT I-A claim: That 
claim we had to pay in 1982. That has come under 
"other than Motor" cla!;!;ification. Otherwise, this claim 
ratio of 50 to .53 per cent is quite in range." 

4.47 The GTC has also informed the Committee ina written reply 
that "the question of further rationalising and simplifying fire tariff 
has been .taken up rec~ntlv and it is d:ffkult at this stage to indicate 
wbat shape the nronMPd Tationltl;satinn will take. A final view is 
expected to emerge snmetime next year (l98~)." 

{vii) Revis;on of Motor TariO 

4.48 AccoTdint! fn A urtit. the revic:ion of thE' exic:tlnll motor tarift' 
(which wa41 f1.,.~'" in 1 Q1i1' was ;nitiatf':d in 1977.. 'Th~ m!'tor claims 
ratio during 1977 to 1981 ran2ed from 71.5 per ,cent to·93.1 per 

I 
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.c:eat. One of the I'eUOns for the high claim ratio was attributed to 
'tho, low, tarift. The tariff ~wu, howeVer, 'increased only in February .. 
~982. '!be, delay resuitCd in loss of revenue'to the insurance 
compuies. 

4.49 i1t has been stated that in the years 1974, 1975 and 1976, 
the motor claims ratio was 63.6 per ccnt, 61.4 per cent and 53.9 per 
cent respectively. This downward trend did not justify a revision 
of the motor tari1f. The claims ratio, however, went up to 71.5 per 
'cent in 1977, when an exercise towards revision of the tariff was taken 
in hand' by the TAC. The' Technical Assistance Group constituted 
by the TAC examined all the relevant data. The claimS ratio also 
went up further to 78.7 per cent and 93.1 per cent in 1978 and 1979 
respectively. An actuarial study of available statistics according to 
category of vehicles was undertaken. In addition to the time taken 
in all theSe technical and actuarial studies, the proposed revision had 
also be to considered at various levels from various ang1es to ensure 
that it was equitable and adequate and would not provoke undue 
public criticism. 

4.50 The OIC has also informed the Committee that following 
,the revision in Motor Tariff effective frOID lst Februarv, ] 982 several 
writ petitions were rued in various High Courts challenging the in-
~rease in the premiwn rates. Writ petitions filed in Madras and 
Jammu and Kashmir High Courts have ben disposed of upholding 
the revision in rates. In Jammu and Kashmir High Coun, an appeal 
against the Judgement has been filed and is pending. 

4.51 When asked as to why the ole has not ensured' the review 
of Tariff by the Tariff Advisory Committee with a certain frequency 
or periodicity and what steps have been taken to avoia in future the 
recurrence of heavy losses suffered by subsidiaries due'to "No Review", 
the ole in a note furnished to th .... Committee stated:-

"Under Section 64 UC of the Insurance Act, the Tariff Advi-
sory Committe may, from time to time and to the eJl:teo.t 
it deems expedient, control and regulate the nita. ad-
vantage.'i, terms and conditions that may be offenx1 .. 
insurers in respect of any ri!;k, or of any class or categorr 
of risks and any such rate, advalltages. tenns and coati-
tions shall be binding on all insurers. It. is,therefore, not 
fcwole to lay down any fixed periodicity for review of 

• • " tariffs which is done on a continuing basis. The eKpCri-
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ace of different classes of business is kept under constant 
watch by the TAC and appropriate changes in tariffs ire 
made as and when co~ed necessary and expedieDt. 
A statement indiCating the dates on which the tariffs for 
various classes of risks were last revised is given in 
Annexure VI. Appendix II. 

TIle premium rates are regulated by the TAC not solely with 
the object of augmenting the revenue or improving the 
claims ratio of the insurers (though due consideration is 
also given to the past and prospective loss experience in 
addition to other factors) but to give a fair and equitable 
deal to the insurers as well as the insuring public. Be-
fore any revision of tariff, whether downward or upward, 
the trend has to be watched over a number of years. 
Because of the fire insurance business being consistently 
profitable, it was considered expedient and proper by 
the T AC to rationalise the fire premium structure which 
resulted in a reduction in premium rates by about 20 per 
cent. from 3] st December 1978. On the other band, the 
motor premium rates were revised upward from 1 st 
February 1982 due to consistently adverse loss experi-
ence. Th~ upward revision of motor tariff could, bow-
ever, be brought about only after a detat1ed technical 
study over a number of years and consideration of it!» 
pros and cons from a11 angles including the possible rec-
tion of public." , 

4.52 In the context of delays in revision of tariff and the expendi. 
ture of the T.A.C. the Ministry was asked (June 1983) by the Audit 
Board:- !\ 

( ]) about the need for a separate tariff fixation body after the 
nationalisation of the General Insurance Industry and 
whether the work could not be integrated within ole 
resulting in savings; 

(2) whether a system of review of tariffs according to some 
fixed perioQicities could not be considered in the interest 
of avoidance of losse'l of premium in c.ertain cases or tbe 
insured having to pay higher premium, as a result of the 
long delays noticed in revision of tariffs; and 



(3) ahout ,tho '1tepS; ~to be taken 'to' sttenBtheD the 
eXiStittg 'weak· data bale 'in TAC. 

4.53. The Ministry informed the Audit in July 1983: 
, 

"( 1) The members of the' TAC, though drawn mostly from 
the natioaalised 'General Insuraace Industry t function 
independently in their individual capacity .. , The TAC 
nmotions as an independent statutory body •••••• not 
solely fortbe benefit of the Insurers but also to give a 
fair aDd equitable deal to the insuring pUblio as a measure 
oflocial CORtrOI. The decisions of such an Independent 
orga.aisation carry greater credibility which will be 
jeopardised if the Committee's functions are taken over 
by the ·Gle.' There is also DO reaSOB· to -·presume that 
integration 'Of the work with the ole Would result in 
savings. because tbeexlsting 'paraphernalia of stat! at 
headquarters, and regional levels will still have to continue. 

(2) ID 'view of the Proviskms of Section 64 UC of the Insur· 
ance Act., there can be no fixed periOdicity for review 
of f'8tes by ,the TAC. 

(3) The data base in the TAC would be strengthened with 
the introduction of mechanisation and improvement of 
staft position in the subsidiaries. It ' '. 

4.!§4 When asked as to what action has been taken to strengtbea 
the data base available with the Tariff Advisory Committee, GIC has 
informed the Committee that the data base in the TAC would be 
strengthened with the introduction of mechanisation and improvoo 
ment of staff position in the Subsidiaries. Both these areas are receiv-
ing due attention of Gle. In January. 1982 it was decided by Gle 
to introduce mechanisation through microprocessing units. Pursuant to 
the Board's decision, the Computer Maintenance Corporation was 
entrusted with the ta~k of conducting a feasibility study. Their report 
was received in February. 19R3 anti considerable preparatory work 
hps since been done. Tts implementation will, however, require con .. 
~\!ltation with Emplovees' Unionc; under Clause 19 (2) of the General 
~nsurance (Rationalisation and Revision of Pay Scales and other con-
ditions ()f Service of Supervisory. Clerical -and other Subordinate 
Staff) Scheme. The manap,ement may. after consultation with the 
Unions, introduce mechani!lation to the extent nece.~sary for precise 
working without effecting retrenchment. 
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4~SS On cnqWtjr whether Ole washavma' I rt,gutar IW> 'section 

to gauge the customer resistance before processing 'fhenew fariffrate 
etlk<the < witDe88 ;admitted. that a regular R&D Section to usess the 
customer ;~tance: ·wasnot there but' before increasing the motor ratea 
!ullIlple studies were nORllaUyundertakc;n. i 

(viii) U"heillthy Competition 

4. S6 One of the objectives of nationalisation was to remove mal· 
practj.ces and to ensure that business was run on sound business prin. 
CipiCs,. It was also emphasized that the competition amongst the in~ 
surers' must ha~ its useful role to pllfy but not at the expense ot 
unhe81thy rivalry.' Competition must be ·subservient to healthy tradi .. 
tions. In order to achieve this objective and remove unhealthy 
competition amonpt the· subsidiaries, the Corporation issued guide-
liaes effective from Janultry, 1977. This became more necessary 
~·the,Pub1ic.sector business which wasupto,this time allocated 
between the four subsidiaries on geographical :basis, was' thrown open 
for competition. For the first time, the Corporation defined the term 
"unhealthy. competition" • fdllows:-

(8) Seeking entry into an account by quoting .patently unecono-
mic rates with a view to getting ultimately the entire busi-
ness including tarHf business. 

(b) Promising prospective clients of liberal claims settlement 
procedures, either openly or covertly. 

(c) Placing fixed deposits at the request of important clients 
with Blfnks of the clients' choice disregarding principles 
of sound investment. 

(d) Granting cover at a very nominal premium on wider tenns 
thus complying with tariff regulations in letter while 
ignoring them in spirit. 

4.57 Though· the Corporation had issued guidelines for strict 
compliance, the subsidiarit's in their anxiety to obtain more business 
resorted to rate-cutting particulm-Iy in non-tariff business. Written 
complaints were also sent to the Government by various associations 
as welt as by Public. Government in their letter (September 1, 1977) 
to the Corporation emphasized the necessity of avoiding unhealthy 
competition. 
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4.58 During 1977 to 1981. 116 cases of ~thy competition 
w.em reported to the Corporation. The Ministry informed the Audit 
in JUDe 1983 that: 

''1bere can be no two opinions that 'unhealthy comp1etiOll' 
should be avoided since that would only lead to an un-
determining of the functioning of the Subsidiaries. It is, 
however, to be noted that one of the objects of setting up 
four separate companies to compete with one another wa. 
to enable the insuring puMic to choose the insurer giving 
the best service... What is 'healthy competition' and what 
is 'unhealthy competition' would, really depend on the 
ft*:ts and circumstances of each case. More and more 
classes of non-tarift business are gradually being brough~ 
under Tariff or under Market Agreements to reduce un-
healthy rate-cutting amongst the subsidiaries. 

The Ministry further stated that no action by Ole was found 
necessary in 56 cases and that despite the gujdelines, the 
possibility of strfly cases of the type could not altogether 
be ruled out." 

4.59 When asked as to what remedial measures have been taken 
by GIC to avoid ~urrence of cases of unhealthy competition and to 
ensure that the guidelines issued by the Corporation are strictly follow-
ed by the subsidiIlries, Gle informed the Committee that the yeuwis:: 
break-up of number of case..~ of unhealthy competition reported to th~' 
Corporation is iii follows:-

Year No. ~r Cal ('I rrport('ci 

'977 51 

'978 39 
1979 19 

1980 4 

.gB. 3 

19811 4 

'983 Nil 

4',60 After the issue of guidelines by the Corporation in 1977, t~
aumber of cases of unhealthy competition progressively came dawtl. 
'aDd in 1983 not a single such case was reported. The Corporatioa lias 
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further stated that in an organisation spread over the length and 
bre.wt of the country t with a !large contingent of agents and inspectors 
canvassing business for different subsidiaries, the possibility of some 
stray case of cutting the comer cannot be altogether ruled out 

4.61 In order to reduce the scope for unhealthy competition, more 
and more classes of business viz., Personal Accident and Sickness 
Insurance, Banker's Blanket Insurance, Canie~' Lega!l Liability Insu-
rance, Engineering Insurance, Sailing &. Fishing Vessels Insurance etc. 
have been brought under Tariff after nationliisation. For certain 
other classes of business viz., 1 ewellers Block Insurance, Exports of 
diamonds and precious stones. Contractors' Plant. Machinery, Race 
Horses, Hospitalisation ad Medical Expenses for individuals and 
famJ.lies etc., market agreements have been formulated thereby pre-
venting unhealthy ratc>cutting among the Subsidiaries. Such agree. 
ments are also being evolved. for If few other ~lasses of business such 
as Sheep, Poultry, Camel etc. 

Outstanding Premium 

Non-collection of Prt'mium in advance 
4.62 Under the Insurance Act, premium has to be collected in 

advance, before assumption ~~ risk unless bank guanlntee or cash 
deposit is provided by the insured. In addition. Government has re-
laxed (June 1969) the requirement of advance collection of premiums 
in respect of particular categories of policies, like the policies issued 
to Government and Semi-Government bodies, on which risk is per-
mitted to be covered on the strength of ah undertaking by the pr0-
poseI' to pay the premium within 30 days of the date of intimation of 
the amount of premium or within suoh further period as the Controller 
of T nsurance may fix in any particular case. 

4 . 63 According to Audit, the position of outstanding premiWii 
at the end of elt:h yeu from 1976 to 1983 in respect of sUbsidiariei . • 1....:1 . P--IS gIven u.:; OW:- '. ;""', 

Ye;r 

1976 

'977 

(Rupee~ in lakhs) 

N·tion: I New Oriental Uni«"Cl 
Indil\ Indb 

.. --.----. --_._----------------
II 3 4 5 

821.18 400.95 547.80 '51.87 

91,.tIa 463.00 456.71 .6S·IIS --_._--------------------



R S 4- 5 
l.; j ) 

.,s 10117' 1~ 48" 66 til$3·57 *it." 
:~.'9 '005 50 6'9 ~ ~o7·1J1 ,.a·96 
rgBo 89,·17 795 (·a 88, .• g~·sB 
agOa 8gB,gl 456 M- 81O.8S 1OS..4 1 ... 3!'i9·75 'IS 46 955 RS 1600,09 

'~!J I07°'~ Jl14,62 IOI5'1is 14-60.10 
.... -... ----

" '4. 64 Out of the outstanding, upto end at 1980, the followjJig 
amt,lunts were stated ~ be outstanding at the end of June 1982. 

QrielwlRs. 171 lr.kh!i 
UnittdIadh Rs. 100 la1chR 

Nnw;IJ,di.l~'. 4571k'h1 

. (m'1lrly from puhl C I S'Clfll' U\ldf'l tf.killg 

bulk rep" s .t· ll.id·'\,ifi, rl b I ~. 
ti, 115ft l'rf"l:! by Lif I sur r,Cf Corptlr. pOll • 

. " (R,. l6fl, 4- I kl ,. dlll' fre.m public st'ctor) 
• (nar,stly from p.lbJic u,d',"rtaki :gs) 

4~ 6S' In a Dote furnished to 'the Committee, OIC bas statl;d that 
the break-up of the outstanding premium' as on 31st December, "1983 
relating to India business as, bet~ puWc and private sector units, 
IDd its pOsition as on 31st May, 1984 is as under:- " 

'I. ,A"'" "".".". "'''',.,''' '.012-1963 "NatiOEllj" . . . 

'M>w-Indb 

or,ient~' . 
United lndh • " 

II . ..411IIIIIIII "" oJ I""".., tu .,. 31-5-1984 
N;.;tibnal 

Newlbdi'L 

Orieo\;.1 

Vaitecllndi.l 

(1'1 lr lcIu or rupen!) 

FromOtMra Tot .. 1 
Public s..ctor 
U1JdtT-
~kin,. ' ... 

3.94- 6,17 10,1 J 

a~6 B.67 II,IS 

S,lS 1,5' .,,66 
a..a '8,p 14;60 

0------ ___ 0_.4 

IM,8, Sl4,67 45.50 

2,39 SI.!)3 !I,SII 

.5 1,06 a,S' 

,.95 !la 4," 
a,I,', 3.°3 !I, I 7 

--------
8,99 7.114 ,6, r7 
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4.66 The ole has also stated that out of the outstanding amoUDt 
of :as. 45.50 erores as on 31-12-;1983, the amount . of Rs.29.,i3. 
crores or 64.5% stood recov~ by ~ end of May. 1~84 _ta.; 
substantial part of the balance is also' expec~ to be r~v~ 
shortly. 

4.67 The outstanding amount also includes (a) amount recovered 
but lying unreconciled as credit balance in suspense; (b) amount in 
respect of policies issued in the last month of the year against bank 
guaranteeslcash deposits I undertakings, which would have been subse-
quently recovered within the stipulated time limit; and (c) amount 
which remained unrecovered due to default of the parties concerned 
to pay the premium within the period stipulated in the Bank guaranteel 
cash deposit\undertaking. The defaults of the nature mentioned in 
category ( c) above occur either because of administrative delay in 

lending the demand statements to the clients or because of procedural 
delays in the concerned organisation and lor its difficult ways and 
means position (in the case of public sector Undertakings). In all such 
c~es. efforts are made to recover the outstanding premium by per-
luation and follow up rather than rigidly observing the stipulated time 
limit and cancelliI!.g the cover immediately on its expiry. 

4 . 68 In order to ensure that the outstanding amounts are recovered 
speedily and there are no cases of' overdUe' premium in future, ole is 
reported to have advised the subsidiaries to (a) issue instructions to all 
operating units that ~t the time 9f next re~ewa1 of policies. all Govern-
m.ent and. Semi-Qovemment Departmen~. autonomous bodies and 
public undertaki~gs may be pets\laded to pay premiw:n in advance or 
furnish )Jank OuaranteelCash.Peposit w~ver they I)ave not done 
10; (b) advise .tlte ~ratin.g units to keep the. accounts of· Bank Gua-
ranteelCash Deposit uptodate, send d.emand, statements to the concern-
ed parties well in advance, and ensure that recovery is made within 
the pres~ribed ti~ limit; (c) specifically _advise tlle lntemal AlJdit-
cum~lnspection Department to check tbe J3~ GlI~IC.lfs$h DepQsit. 
acco~ts.in the, course of their jAspection of ,dte pperatingunits ~ 
I'epOtt the ~lllts to Head dfflce~ foe appropriate to).lQw·'W;; :aAd . (d.)· 
take action at the highest level to realise the amounts. ou~t;andilJg:· .. 
present by approaching the heads Of the concerned organisations. and 
wh~ neceuary, report to Gle for taking up ·the Iliaatir at·~· Minis-
try~ •. Revel. , ! I I !II' ~ 

4. ($9· Part of the oUtstanding amounts is also reported to be due 
to non-l'eQOJlciliation of· cr<t'ditbatances,l~ng in 8USpenS~. The Sub-
skUarles,have. been advillld by ole 'to . chaD: oUt a ~ for ~ 
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conciliation of such balaD.oes so as to elim.ina~ the outstanding on 
tIais account. 

4.70 When asked about the quantum of overdue unrecoverable 
premium written off so far, ~ ole stated in their written reply that 
the unrecoverable premium written off by the subsidiaries from 1979 
to 1983 is as follows:-

(RI. in laJcba) 

Year Natioal New Ori.mtlll Unitrd Towl 

1979 

IgSO 

1981 

IgS2 

1983 

Tot;·, 

0.19 

o. II 

Nil 

0·4-7 

Nil 

0·77 

Indi.J. 

Nil 

Nil 

Nil 

Ni1I 

Nil 

Nil 

ldi:!. 

1 :93 0.03 Q.15 

0·36 o.oj 0.4-8 

n.IG ~}·4' 9·57 

11.09 n.f8 1.44-, 
0.06 ().~b 0.6:2 

II.Go 10.89 14-. 26 

4.71 As regards recovering Of outstanding dues, the Additional 
Secretary in the Ministry ofFinanee stated in evidence:-

''Regarding outstanding premium. there is substantial improve--
ments. As on 31-12-1983, the outstanding was Rs. 48 
crores. Over the last five months substantial progress has 
been made. The outstanding progress has been made. 
The outstanding amount of Rs. 45 crores has been puIlled 
down to Rs. 16. 17 crores." 

4 . 72 The Committee pointed <:'ut that bulk of the outstanding 
premium was due from the public undertakings. The Committee 
then enquired whether the Finance Department takes note of liabnity 
while making budget allotments to the defaulting undertakings. The 
F"mance Secretary stated:-

"We will take not of this and persuade the public sector UDder-
takings to make the payments in time. When the budget 
estimates are discussed and provided for, we do take into 
account the liabilities etc. but during the year sometimes 
they run into difficulties and problems and they fIDcl it 
easy to default OIl Oowmment payments, but that is ve.rj 
bad ethics." 
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4.73 When asked whether the good offices Of the Admioistrative 

Ministry concerned with the defaulting public undertakings units had 
been utilised in realising the outstanding dues and if so, what were . 
the results, the Finance Secretary stated:-

"At present GIC does not feel necessary to go to the Govern-
ment, but if they do, we will give the required help." 

4.74 Expressing his views on the review of tariffs with a certain 
frequency or periodicity, the Finance Secretary stated:-

"The Committee meets pretty often during the year and it is 
not necessary that every time they meet they should be 
revising the terms and premium rates. The changes in 
the tariff rates are made when considered necessary. The 
objective is not only profitability, but the objective is that 
we should be able to give serviCe to the community at a 
premium rates which are reasonable and equitable. Last 
time the revision was made in 1982. Recently the Com-
mittee has been constituted. After reconstitution it bas 
been stipulated that the Chairman of Bureau of Costs and 
Prices, Controller of Insurance and the Joint Secretary 
concerned will also be On the Tariff Advisory Committee. 
As a result, they would be able to take care of the in-
terest of the community and also the potential policy 
holders." 

4.75. The COIDIDittee have obsened that there lias been an increase 
of 556 braDches of G.LC. between 1976 and 1983 and '97 p. cent 
of the 43Z Dismets at the end of 1983 had either' a branch or an 
Inspector operating there. At the end of 1984, there were 124 Dis-
trids' without a brandt aDd 16 DistrietB without any inspector 01 8ny 
of the four subsidiaries. By the end of 1985, the oftice network Is 
expecte4 to cover all the 432 districts ex ... ,. as on 31st December, 
1983 by ~ Inspecton In all the 'No laspeetor' Districts and 
open__BNBehes in aU the 'No I..,ector' Districts. 

4.76. nae Committee have also been infonned that the organlsa· 
tional network Is proposed to be expanded by GIC so as to have as 
far .. ~ possible one regional office in each State thereby increasin. the 
total number of regional offices from 3S at the end or 1983 to 6S by 
the end of 1989. The number or divisional and branch offices are 
also proposed to be increased hm t 649 at the end of 1983 to 3120 
by the end of 1989. 

4.77. WhDe on the one hand the Committee are happy over the 
increa in the number of branches, divisional and regloll8( oftieel 
during all these years, on the other they would Uke to point out that 
1958 LS-5. 
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the Corpoiation has so far made only a beginning and have yet miles 
to go for spreading the message of insurance in the rural ar~as where 
the people are totally unaware of the concept of general ID..4iUrancc. 
fberefore, GIC will have to redouble its efforts to carry forward 
the programme of opening branches in the far·flung area,s of the cOl1n~ 
try. So far GlC bas covered even the urban ar,d semF-ilrban areas 
only partiaJly what to talk of nual areas. 

4.78. The Committee also su~ge!olt that if the opening of the 
branches in certain remote areas is not considered financially villblc a' 
present, then GIC '5houl~ oonsider the f.casibilify of extendinf! thf! 
jurisdiction of the existing branches !oIO a!ol to bring in more and more 
backward and under-developed areas within the net-work of Gene"ll) 
Insurance CorPoration. In this connection, the Committee wouM like 
to suggest tbat in order to popldarise thc various insurance schemes nnd 
to meet the insurance needs of the weaker sections of the society, GIC 
should consider the feasibility of givinf!, some ~pech" concessions to 
them. 

4.79. The Committee are glad thnt profi'ability of i'!1suran('c i_ldus-
try has been imprc~sive bot the perform~mre roncernin~ cuc;fomt'r 
service has becn very dismal. Th(' ?re.tax p~ofit h:!'i rone up from 
Rs. 38.10 crures in 1973 to Rs. 254.77 crorcs in 1983. The Com-
mittee, however, feel that the profit ",h.clt no doubt is a le~itimi'e 
concern of every il1stitution, is at best an onlv '(l~lrtiSl1 Indicator of 'he 
health of 8 service o~anisation Hke GIC. The eami"~ of fh~ pmfit 
should not however. en~ender any sense of com~lacCftcv on the part 
of GtC as ~eneral insurance premium in Ind's is jlld 0.4 pc cent of 
the GNP as .~ainst 4.6 per cent in United Statel. 2.8 per cent in U.K .• 
1.5 per cent in Japan, etc. Further, the per ~pita "enent in~uranee 
premium in India is about Rs. S.2 as a~ajnlit Ih. 2,660 In the IT,,it(~t\ 
States., Rs. 800 in U.K. and Rs. 540 in 1a'Pan, 11d" nbows the 
enonnou,.1i growth potential in ou~· countrv. Fnrfht"rmore, the o'\'enJ1J 
performance of the Corporation has to be ,"dled not onlv from f~ 
earoing profits bot al~ with reference to fulfilmeD't of its broad objec~ 
tives and goals and how far the "arions schemel) introduced bv the 
Corporation have benefitted the backward and weaker s~tioDS of the 
society. 

4.80. The Committee need hanlly emphasise that k is the weaker 
section which should get thr maximum benefits. Therefore. the Com~ 
mittee reco~mend that even at the ('ost. of extra expenditure and le!!s 
profitability Gte should try to reach areas when!' they may not be 
havin~ bu..(jiness 8('cordin~ to their expt'ctation but where they are 
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likely to give benefit to the hitherto neglected rural masses. 

4.81. The Committee find that Gross National Product of tbe coun-
try for 1975.76 was Rs. 65,69% crores and by 1981-8% It increased to 
Rs. 1,28,5%4 crores. The gross premium income which w. 
Rs. Z53.74 crores in 1975 increased to Rs. 585 crores in 1981. It 
increased to Rs. 7%3 crores in 198% and further rose to Rs. 857 
crores in 1983 resulting in the increase of 18.6 per cent in 1983 over 
198Z as against 23.6 per cent in 198Z over 1981. 

4.HZ. 'The Committee have also observed that the percentage growth 
of premium income in 1976 was 6.6 per cent and then its progressively 
increased to 24.7 in 1981. Thereafter, it decreased to %3.6 per cent 
in 198Z and f..,1her decreased to 18.5 per cent in 1983. In this ron-
nectioo. t!ie GIC has explained that the high growth rate of 24.7 per 
cent 10 1981 was due to higher industrial growth and increased import .. 
of o!l and cement, newsprint, etc. which are not the normal features. 
The p.:rowth nte of %3.6 in 198% was also due to increase in motor 
tariff '''rutes and Eubsequent fall in growth mtc in 1983 was due to 
textiles strike, recession in shipping industry etc. 

4.83. The Committee are not convinced of the reasons advanced 
by GIC for the decline in the ~rowth elf premium income. The Com-
mittee are clear in their mind that the Corporation has not done well 
in re~ard to premium income and it should not seek alibi for their 
unsatisfactory performance. The factors ~ated by GTe to be re.li-
ponsib1e for the decline in premium income are not unusual and mu~t 
hnvc been taken Into consideration while l',ro.iecting the increase i .. 
premium income. The Committee desire that in order to off·set the 
loss in premium income GIC should make all out efforts to exerdse 
cost control and to secure more business so ali to reach if Dot exceed 
the projected premium target of Rs. 1%15 crores by the end of 1985. 

4.84 The Comittee note that in 1978 the Firc Insurance Premium 
charges in Delhi and Calcutta re~ions were higher than the charges in 
Bombay and Madras 'regions. nle tariff then cxisain~ was rationalis-
ed by Tarift Advisozy Committee w.e.f. 3ht DeCf!mber, 1978 and thiS 
resulted in 1'edudion of pt"emium by about 20 per cent. 

4.85 The Committee also Dote that subsequent to the rationalisation 
of tbe fire tariff in 1978, ·the fire claim ratio to the gross premium 
inc-om.e increased from 38.9~ iD 1978 to 49% in 1979. The fire 
claim ratio then declined during 1980 and· 1981 to 31.5% and 3%.7%, 
respectively_ It again went up to 39.6% in 198% and further Increased 
to 43.9% in 1983. tn Committee's opinion this han nnwelcome trend, 
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aad suitable remedial measUres. like strict control and check in under. 
taILing iBS81'8nce_d pssiDg claims should be taken promptly to bring 
down the fire claim, ratio which in tum would reduce the loss in 
revenuem,the subsidiaries. TIle Committee would like to be apprised 
of the steps taken in, tlds regard. 

4.86 The' Committee 8ft also Wonaed that the question of further 
rationalisation and simplification of tire taritf is !l'eCeiving consideration 
of· GIC and their final view in the matter is expected to emerge shortly. 
The Committee urge upon GIC to finelise andfollllUlate &heir views 
on the proposal at an early date and submit a detailed ad cORIpI'ehen· 
sive fire tarill proposal for approval of Gove;mnents. 'The Committee 
need hardly emphasise that the delay in taking timely action woald 
not only :result in los." of revenue to the Insurance Companies but would 
also deprive the 1IIsurin~ pubUc of the advantageous term.. in the form 
of reduction in premium rate etc .. 

4.87 The Committee find that the contribution of the Fire In .... -
'ranre Busine .. c; to gros.'i direct premium income hac; been continuously 
decreasiag since 1975 andha§ ,come down from 36.2 per cent of the 
gross 4irect premium In 1975 to 27 .1 per cent in 1983. The decline, a'i 
explained by Management, is due to the disconnt aHowed in premium 
for the first, time in January. 1978 and rationalisation of the fire tariff 
from Jaauary. 1979. " . 

4.88 The diminution of income from fire Department fs unwelcome 
trend and the Committee are not hap,py over it. In their opinion~ 
the Fire Insurance is the most profitable Department and should 
~erve to cover even the losses of other Departments. Further. the reasons 
furnisbed by the Management for the dec:ause of iocolIIe from fire 
insurance i.e. the diliCount allowed and rationali8adon aftected m 
t 979, are not convincing to the Cflmmiftcl' a<; the decrease in busines.!; 
in terms of percentage is continuous from 197'5 to 1983. The Com· 
mittee therefore, recommend that the fsKtor.lresponsibie for the dec-
line should be thorouJ!'hly gone into and suitable remedial measures 
taken to reverse the adverse trend and to widen the premium base of 
Fire Department. The Committee woulcl 1i1c~ to be infonfted of the 
rC"'iOns fo .-giving discount and its commercial justification. 

4.89 The Committee have al~ observed that the total incurred 
claims bave on.aD averRf,te been .increasi~ durin~ 1976 to 1983 in 
almost aU the Department'll Of the insurance business. The total .... 
currt'd ciuim.c; have ~one up from Rs. 11.119 lakhfol in 1976 to Rs. 
52.968 lakhs in 198% and stood at Rs. 47.1'84 lakhs at the end of 
1983. . 
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4.90 The Coounittee also find that the precentage of claim ratios 

to gmss direct premiumiDcome in respect of all cases of business bas 
.. been iacreIuIiDg siDce 1976. While in the case of motor iDsuraace 
tltere is coDStaot iacrease upto 1979, in otben, the claim ratio bas 
been luduatillg. The claim ratio in motor "ehicle insurance rose to 
as bigb as 93 per ceot in 1979 and thereafter. it bas shown a declining 
trend and stood at 86.8 per cent, 86.1 per cent, 73.3 per cent and 
76.3 'per cent in 1980, 1981, 19&2 and 1983, respectively which in 
it .. f is quite high. 

4.91 Since a sizeable chunk of direct gross premium income is 
appropriated ill tbe seUlement of incurred claims of various dass~· of 
business, tbe Committee desire that tbe Corporation sbould devise 
ways aad means to plug procedural and administrative loopholeswitb-
out causing inconvenience to genuine clabnants and bringdo"n the 
high claim ratio obtaining in almost aD the Departmenl~,especially iu 
motor vehicle insurance in which there is lot of room for irregularities. 

4.92 The motor claim ratio in,the years 1974, 1975 and 1976 wa.~ 
63.6%, 61.4% and 53.9% respectively. It wentupto 71.5% in 1977, 
78.7% in 1978 and 93.1 % in 1981. Bueto c:ousisteDtly:adveneloss 
experieDcethe MotOf' Tarifh were revised upward' ".eJ. lst Febrary, 
1982, but the implementation.of revised .tariftwas stayed by.wtit.peti-
tion moved in High Courts thmuMhout the country chaJlengiag the 
increase in premium. 

4.93 The Committee feel that since thereviewofMetor Tariff 
is brought about by TAC after a detailed ; study· spread over a :num-
ber of years, this is a long draWn process and results in heavy loss of 
revenue ·to tbe lubSldiariesdue 10 "No Review" -even wilen ilis expe-
dieotad desirable to 'do!JO. The· Committee,. therefore, reeonunead 
that ways and means should: bedevhed for a quieker review 50 that 
such ·reviews could be held at shorter intervals. 

4.94 The Committee sUJlgest ·tbatthe C .. .,emment,devise methods 
for quicker ooUection ·of data anddlat6e· data b_ available with 
TAC should be suitably skeDMfhenecl80 that the time taken .by them 
for review of tariff etc. is reduced ,to the minimum pos.I)I'b1e otent. 
In this connection, the Committee lIave also beeninfol'llled "'.. tile 
question of in~iag mechaailatioA through micro ~e_g unit is 
tinder consideration of Gle. GIC is alse, ftP8I1ed··to laave entrusted to 
tile Computer Maintenance Corporation thetlllk of conducting the 
featibility study. Its report was received by GIC in~bruary, 1983 
and considerable work is reported. to have been done by tbent since 
then. It is also stated that the implementation of scheme will "quirt 



64 

prior consultation with and agreement of the Employees' Unions. Th~ 
Committee, therefore, desire that aU implications involved io tiu: 
scheme of introduction of mechanisation should be argentJy sorted out 
with the Emplyees' Unions and the scheme brought into operation nt 
an early date. The Committee would like to be apprised. of the prog-
ress made in this regard. 

4.95 As regards a regular machinery available with GtC to gauge 
aad assess the resistance and reaction of the customers to the proposed 
increase in tariff rates, the Chairman of GIC admitted during evidence 
that the GIC was Dot having at present a regular R&D Section [or 
this pwpose. They only go by sample studies when tbe tarifts are 
proposed to be increased. The Committee desire that the Corporation 
should consider the feasibility of having a regular machinery like RND 
in their organisation for this purpose. 

4.96 The Committee .find that t9 remo,'C malpractices and un-
healthy competition among the subsidiaries, GIe issued guidelJnes 
effective from January, 1977 for strict compliance. However, the sub· 
sidiaries in their anxiety to obtain more business continue to resort in 
rate cutting particularly in non-tariff business. On written complaint"i 
received from public ill genet'S1 and the various associations, the GOl·· 
emment is reported to have written a letter to the Corporation on Ist 
September, 1977 emphasising the necessity of avoiding unhealthy 
competition. 'The Committee also find that. during 1977 to 198'1, 
HI cases of unhealthy competition were reported out or'which in a"l 
many as 56 cases no action was found necessary by GIC. 

4.97 1be Committee are glad to note that as a result of the i'iSue 
of guidelines, the number of cases of unhealthy competition has prog-
ressively come down and in 1983 not a single case of unhealthy com· 
petition was reported. 

4.98 While the Committee ap.,redate that with the large contin-
gent of Inspectors convassing business for different subsidiaries, the 
possibility of some stray cases of rate-cutting cannot altogether be 
ruled out. The Committee feel that to ensure healthy competition 
amongst the subsidiaries, it is desirable to devise a suitable code o[ 
ethics Whereby any tendency to quote unprofitable rate in noo-tariff 
business for retaining or attracting tariff business is curbed if not a)to-
gether eliminated. 'The Committee would also like to emphasise that 
more and more business of oon-tariff category should be brought 
gradually odder tarift 80 as to reduCe unhealthy rate-cutting amon.lit 
the subsicliarles. . ~ 
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4.99 The Committee are concerned to note that outstanding pre-
mium at. on 31·12-1983 was (0 the extent of Rs. 45.50 Iakhs. Out of 
thi", the amount of Rs. 20.83 lakbs was ontstanding from public under-
tnkings ~md the remaining Rs. 24.67 lakhs was due from other parties. 

4.10\.. The Committee also note that under the Insurance Act pre-
mium ha.s to be collected in advance before assumption of risk unless 
bank gu.~rantec or cash deposit is provided by the insured. Thus there 
should not normally be any olltstanding payment. The Committee also 
feel thai the outstanding premium has accomulated mainly due to the 
procedul al and administrative delays in not sending in time the dellUUld. 
statements to the clients. Therefore, tbe Committee recommend that 
ruitabh~ measures should be taken by the Corporation to reconf tbe 
outstamd ing dues from the defaulters by. pbrsuing the matter at the 
highest \.~vel. In so far as the Public Undertakings are concerned, GICI 
Ministry of Finance should take up and settle the matter witb die con-
cerned administratilVe Ministry. The G.IClMlnh1ry should al80 consi-
der '''.e l;casibiUty of l~uing fresh instmctioDs to all its opentiag anits 
tha! at ,llIe time of next renewal of policies, Government, Semi·GOftl'D-
ment D'~partments and Public Undertakings sbould be pe1'SU8ded to 
pny prelDium in advance or to furnish bank ~u8ranteel(ash deposit 
wherev(v they have not done so. The Committee would Bite to be 
apJnised of the action taken in this regard. 



CHAPTER V .. 
GENERAL INSURANCE BUSINESS OUTSIDE INDIA 

5.1 At the time of nationalisation in 1973, 13 Indian Insurance 
Comp~ies were transacting direct business abroad through branches, 
agencies and &ubsidiary Companies. The Government decided in July 
1975 that in nationalised set-up should continue to transact business 

.abroad·ftDd it should continue in as mwy countries as it could profita-
bly do so. Government intimated to the Corporation in September 
1975 that the working results of the foreign operations of each 
subsidiary should be analysed every year, separately in respect of each 
foreign country in which it was operating and a critical examination 
undertaken by the Corporation to determine whether it was profitable 
for the nubsidiary to continue the operations in the country concerned. 
If the results were not satisfactory, the business of the partieula .. subsi-
diary in the country concerned 'was to be discontinued unless conti-
nuance thereof could be justified by any other reasons. Government 
also intimated that, even in the case of a country in which more than 
one subsidiary was operatine profitably the Corporation should consi-
der whether the subsidiaries in question should continue to operate in 
cOOlpetition with each other or the business could be carried on only by 
the subsidiray which had produced the last results. The four Subsi-

diaries of GIC are operating in 20 foreign countries through Branches 
Agencies. and in 9 countries through Associate or Subsidiary Com-
panies al; indicated below:-

Directly through BrancJK.s' Agencies 

I. Abu Dhabi 

2. Australi .. 

s. Bahrain 

4. Canltd" 

5. Dubai 

6. Fiji 

7. FTanc:e 

8. Hong JConr 

68 

.. ------
Through Asqoci~ tf' or SubRidinry 

Companies 

II 

I. Bsrbado. 

2. Dominica 

s. Ghana 

". Guyana 
5. Kenya 
8. Mabysia 

7. Nigeria 

8. Sierra Leone 



g. Japan 
10. Jordan 

II. Kuwait 

Ill. Mauritius 

13. Nep .. l 

14' Nt.'thedanda AntilJr~ 

15. Om:UI (Muscat) 

16. Pkilippine. 

17. Saudi Arabia 

It. Singapore 

'9, Thaihud 

110. United Kingdom. 

g. Trinidad and Tob~ 10 

5.2 The total BraDeh 'premium- in respect 'Qf,thebusiness 'outside 
India aggregated toRs .. 246.62 .crores for.tho )IC&I'S 1976 to 1982. 

The net uD.derwriting results for the period aresummarlsed in the 
following table: 

Year 

1976 

1977 

1978 

1979 

1980 
Ig81 

Ig811 

Total 

Branch 
Ilt't 
Plemiun 

3540.38 
3306.6g 

3576. 1 7 

llgog.lIlI 

3491.64 
387°.90 

3967.46 

fI4.66a.'f6 

(Rupees ill Ia.hs) 

Chiuu National Net Net pro-
Commit- Debit of Outgo fit/Loss 
.ion, o~ 5% of bco1•3- ~18-
Manaae- ,,011 pre- 01 4) 1.5) 
Dlent ex- uai\IID 
pensea, written 
and outside 
Reac-.ne Iadia 
atrair.- included 
lea. adler ,in col.S. 
iDCOIIIe 
andoutp 

sB61·99 180·35 3681.64 141.a6 

3365,75 16\1,05 3803.70 108·99 

3390.87 176.4,5 3214.48 361.75 

3'95·79 135·°5 3060 .74 151.511 

3499'·19 166.80 33311 .39 159.85 

38g8·04 '93.40 9704·fi4, 166.116 

3791.70 19°·S/Z 3601.38 ,61.08 

115009·,33 Iq·ta 1I37gB'9' 858·5 
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5 . 3 According to Au~t, at the end of 1981 more than one subsi-
diary of Gle was operating in the following countries:---_ .. _------_. __ . __ ._------ _ ...... . 

Nurnber of subsi· 
di:ui es of GU.: OJ>r;\. 
atill! -_._._---_._-_ .. __ .. _._ .. _. . __ ._._ .. --_ .•. _. __ ._----_ ... _. __ ._. 

KtLWait 

Dub_i 

Ncpal 

Singapol-c 

Hong K.ong 
-+ 
4 

---_ .... _-----_ ... _-----_._---_ .. - ... _-_. 
In two territories viz, Hong Kong and Singapore, two of the Com-

panies (New India and National) started operating on :a joint basis 
since January 1982 and one company (Oriental) had withdrawn from 
Hong Kong from 31st December, 1981. 

Direct Business through Branches/Agencies 
5.4 The details of g·ros!. direct premium income and percentage 

of increEe in income over previous year in respect of foreign opera-
tions during 1975 to 1981 as stated in Audit Report, are as under:-
---------~------

_·_· ___________________ ·ft ~_ •• _. 

(Ra. in It kh-t 
-----

1975 1976 1977 1978 1979 1980 1981 
----_ .. ----------
National 211 183 29 97 153 172 215 (-) (-12'3 ) (-84'2) (23°'02) (57- 9) (12' 7) (24- 5) 

N,·w India illiG 1587 1576 17311 16a.j. aOOli 26110 
(-) (3 1'2\ (--0'7 ) (9' g) (,·6, 3) (23' 3) (30 '9) 

Oriental India 1161 la8a lIi~ 1176 77ti3 813 539 
(10'4) (--8,6) (°'4) (-SIl'I) (.-1·8) (.- 33.6) 

Unilfd 447 553 464 524 la6 349 494-
(23' 7) (--'-16, I) (Hoi' 8) (--'75'9) (176' 6) (4 1'4) 

Notc~ : Figure. in br. 1tt·.lI indic?tc pcrcc;ntFgr incrcT!.I (lV( .. PI'vi(.1!5 ycr:r, 

5 ,5 The figUres as given in the preceding paragraph reveal the 
following results:-
(a) Gross Direct Premium 

In case of Oriental, the gross Premium has gone down from Rs. 
1 1.61 crores in 1975 to Rs. 7. 98 crores in 1979, Rs. 8, 13 orores in 
1980 and Rs. 5,39 crores in 1981. In the case of National and United 
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India. there was also a decline in the gross direct premium during 1980 
in comparison to 1975, but it registered an increase in 1981 as shown 
under:-

--------- --_._._._-_._-----_ .. -. --------------
(RUpClS ill CfCJrl s) 

1975 1979 

(I) :'II-:t ivll<ll ~. II 1'53 ~'15 

(~) V .jlea 11111ia 4'47 
-'" _. --_. ----- ._._-------_ .. __ . -.- -- '--' --.------ ------_ .. _- ---

Year-wise analysis of the trends in four subskliaries is alS follows:-

The gross direct premium decreasedjincreased as compared with 
previous year in 1977, 1979, 1980 and 1981 as under:-

1977 1979 

N ... lion,.1 (:-)!l4'~% (+)57'9~Q (+)I~' 7% (+):'&4'5% 

NLwlnui.~ ~ ('-)0' 7% (- )6' 3% (+)23' 3% (+)30'9% 

Ol'jelltUl ( -)8,6% (-)32 '1% (+)1,8% (- -' )33' 6% 

V,ulcdludia (-)16.1% (---)75' 9% (+)176'6% (+)4h l,% 
-.. -- -_. --. ~ .. ~ ._----------

The decrease was due to the following reasons:-

(i) In 1977. all the four subsidiaries discontinued writing dire~t 
business in Malaysia. A!ll the subsidiaries also continued 
to prune their un-profitable business outside India. 

(ii) In 1979. this decrease was msinly on account of stoppage 
of direct operations in KenYa by the Indian Insurance 
Companies following the setting up of Ken-India Assu-
rance Company Limited from January 1, 1979. 

(b) Underwriting Profit/Loss of Foreign Branches 

The working results of all the four subsidiaries in foreign branches 
during the period 1976 to 1981 resulted in a net loss of Rs. 516.6'. 
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lab as mentiODOd below:-

(R.. in lakh.) 
--------_._----_._----- _. __ ._----

1976 

1977 

1978 

1979 

IgSO 

IgBl 

._-------._-----

Branches 
premium 

SMo'38 

:3,oo·6g 

3576 '17 

!1909" aa 

3491'64-
3870'30 

Net claimll, Net Profhl 
Comrniuion, Lo .. 
otbC'rMan-
agt'ment 
Expenses, 
Reserve 
Strain,leas 
other incomr 
lind o;slgo 

3861 '99 -381,61 

S~5'75 -59'06 

3390 '87 IIlS'30 

'195'79 -·al(;'57 

3*99'19 -7'S5 , 
38gS,04 '-.7'14 

... -----.----.-... -- ... -~-- --
ao695'oo a l all,63 - 516•63 

(RClCrvc StraiD calculated on 50%, 50% and 100% baaia for Fire, Miac;(-llaneoua lind 
Marine rel~ctivcty), 

" .. 
5 . 6 The Committee pointed out that subsidiaries were making 

losses in respect of their units in foreign countries, and the cumubaive 
net loss of all the 4 subsidiaries over a period from 1976 to 1981 wa!) 
Rs. 516.63 lakhs. Though the Government intended discontinuance 
of opeI!8tions in COUD.tties .sbowiD& UDfavoura~ results.·as far back as 
in September, 1975, O.Le. hal not €lODe ~. 

S.7 . WJaen .enquired labout therea&ODS for: allowing subsidiaries to 
continue their operations in foreign countries despite heavy losses, 
G.I.C. in a written note stated .that the cumulative loss of Rs. 516.63 
lakhs over a period from 1976 to 1981 is attributed to the debit of 
share of HeltiOffice eXopemesat 5 per cent oftlae .g&QUpremium 
written outside India. Excluding the share of Head Office eXpense~ 
which are. debited ,only. On a Batioul basis .and fIlo not .reprClellt actual 
O1Itp the ~ ~t of the foreign operation.s GVer the period from 



1976 to 1983 has been , profit of'Rs, 1240 :"83 lakhs as shown in 
the table below:-

Year 

1976 

1977 

If78 

1979 
,!)So 

Ig81 

Ig811 

1983 

TOld 

(Rupet'l in lakhs) 

Branch net ClalaD, National NrttoutlO N"t prtfit/ 
Premium CommilSion, D"bit Qr {Cot 3 -col. Lots (Col, II-

354°'s8 
33f!6'6g 

3576'17 
11909'/1,11 

3~I'64 

387°'90 

3967'46 

3979'117 

11864"73 

other Man- 5% orgrQtl 4) Col. 5)· 
.",mentes- ~miUD\ 
P::IlII:I. and written out-a..,rve .i~[ndia 
strain lea induc:ll!din 
other income Col. 3 
andoutlJO 

3861 ''99 180"35 

3s6s'75 16.'05 

33go'87 176'45 

3195'79 135'05 

3499' '9 166·80 

38gS'04- 193'40 

3791'7° Igo'32 

S856'?5 Igo'S7 

118859'58 1394'79 

3i81'64 (-)14-1"116 

31103'70 10 2'99 

3111..'4 2 361 '75 

3060'74 (-)151'511 

3331'39 159'115 

3704'64- ,66'116 

3601 '38 361 '08 
3665,88 gSII'IIB 

"---'--'--
27464-'79 11140,83 

_h ___ •• _. _________ • __ ~ ____ ... __ •• -------
5 ,8 Explaining the reasons for the continuance of foreign insurance 

operations despite the losses, as reported by Audit, the Chairman of 
GIe stated in evidence:-

"In foreign operations we are actultiy making moaey and Dllt 
'Iosing, The accounts figures show a' nominal toss over 
several years, In these figures We have loaded up 5 per 
cent expenses which are not incurred, Nationally we load 
up as the atided expense but this 5'% expenditure is not 
incurred, So, if we deduct this 5 per cent notional loading 
in our official books then over the years tbe ,foreign opera-
tions have resulted into a profit of Rs, 12 crores rather 
than a loss," 

The witness added:-

"Our philosophy of foreign operations starts from the presump-
tion that we should not incur heavy losses and rather make 
profit. Subject to that. the advantage is first of all we are 
able to serve the Indian ethnic commtDlity, Secondly. we 



are able to know what is happening there. What policies 
they are introducing and whc4t are their terms and condi-
tions. We accept business from foreign countries. Our 
presence in foreign countries helps in establishing our in-
surance contacts. This is in a nut-shell the position of 
foreign insurance business." 

5.9 When asked about the steps taken or proposed to be taken 
by Gle to revitalise the subsidiaries <#broad so as to make their func-
tioning profitable, the witness stated:-

"Wherever we find that any branch is incurring losses ttl'" 
functioning is very closely watched and necessary steps are 
taken to see th~t losses do not continue .... In Mauritius 
we have pulled out the branch incurring losses. But: 
Hong Kong, we are continuing it in a reduced form. (). 
company is pulled out and another company is given for 
the management by another company .... One compa~. 
that is, the New India is continuing in Mauritius. But the 
efforts are to pool them into one to work efficiently. Her 
the first thing is that we shou1d not lose money." 

5.10 When enquired about the steps taken to effect coordination 
between the companies operating in a parallel way in a foreign 
country, the witness stated:-

" .... When our companies operate in foreign countries, we 
ensure that they do not compete with each other .... 
We always ensUre that there is coord,ination between 
the cornpanies For example. in Singapore, four com-
panies are operating. We have insisted that they must 
meet every month, they rnust discuss their problems, 
they must discuss their business problem also so that 
they do not compete with each other. As far as pos-
!;ible. clientele is ,~lso discm;sed. Regarding- coordina-
tion, we have to take a view whether we have to pull 
out other companies .... Now in a few countries only 
more· than one comoanv is operatin~." 

5.11 During evidence of the Ministry also. the Comrnittee en-
quired about the iustific~ion for al10wing subsidi~ies of GTC to 
continue onerationr, in foreign countries despite the losses. The 
Addl ~cretar'll of the Finance Minisfry (Tnsurance Division) 
"hfcd ;nfpr (fT;(1 ao; follows:-

"It is • .. rith n lot of difficulty that we: Me ahle to maintain OU' 

presence in forehzn countrje~.Hi'!toricallv. the insurance 



industry has been catering the needs of businessmen, 
traders and industrialists of Indian origin who are settled 
in foreign countries. We have a certain amount of 
obligation to our own Indian community residing outside 
India. We have to maintain continuity in those sirvices. 
Also, our presence in foreign countries helps us to be 
in the main line of insurance and we will be able to 
know what the technological changes are which are 
taking place, what type of new products are being 
brought out in insurance industry ,and so on. It helps 
us to establish contact with the insurance world outside. 
We get 'a long-term view of our operations in foreign 
countries. In the insurance industry it so happens that 
sometimes you make a profit and sometimes you make 
a loss. But we take a long-term view. If, after a 
period of time, we are able to break-even, we do not 
1ike to pull out of those countries. On the whole, in 
our insurance foreign operations we have produced 
profits if we exclude certain n<ltional debits we put on 
Head Office expenses, etc ..... Our foreign operations 
have been hy and large considered good for the country 
as a whole and for the Indian Community there. <If we 
pun out from these countrieli it may be difficult for those 
people. Also, various developing countries are looking 
towards India for giving a lead in the insurance sector. 
If they find that we are pulling out of certain countries 
where we have been operating traditionally they will not 
take kindly to it .... Tn a number of countrie!l, we have 
closed down onf operatiOns. There are some countries 
where we cannot directlv operate. We have to operate 
only throu2hwhat is caned a 'Front Coml'any·. But 
th;~ has J!ot ;t'1· ow,.. . problem,s. In Kuwait. our experi-
ence in motor hu~ine~"l came to he verv batt .. We had 
to scale down flur nneration'l in that field. We find ·that 
over n neriOtt nf time, certain lnc;~s £Yet cone;idernblv 
minimh;ed. We hon~ that with the recent chanl!e~ in 
strate~v which WP. h"ve made our operations wilJ tnTn 
out to he n. .. ofitable." 

5.12 On fnrth~ .. <,onnirv :>hotlt the c;t~n'l taken to rC"vitalise the 
<:lIhsidinriec; IlhrOfln so fle; tro mflk~ theom· function nrofitabtv, the re. 



.'. 
presentative of the. Ministry statcd:-

"Tbisexercile is . already on. W~ want to have a complete 
review·m our foreign operations .... We want to have a 
dialogue with the foreign representatives. Finance 

I' M'lIlister and Finance Secretary have agreed to sit down 
wi. the foreign representatives. We are in the process 
of. doing this. We will very soon be able to put our 
foreign operations on a regional basis company-wise 
and also country-wise." 

5.13' According to Audit the average commission rates paid by 
all 1tIeCompanies abroad ranged from 28 per cent to 34 per cent 
in comparison with the commission paid in India which ranged from 
2 pel' cent to 5 per cent. 

5.14 In this connection, tbe Corporation informed the Audit i. 
November, 198.-2 that a comparison of average commission rate.c; out-
side India and in India was not· apt because the conditions in India 
and in various other countries· widely differed. In other countries 
the commission has to be paid at the locally prevalent rates as 
otherwise no a~ would work for us. Further. the quality of 
un~J! transacted by foreijlTJ branches'a~encies i!llstated to be 
evaluated. watched and controlled as a contmuinsi Pt'~s ~nd suita-
aN~ remefllh,l action i!ll taken to eHminate bad risb as an when 
nece~. For exanmle. 'New India' i~ cu·ffinl!down London market 
hDSinc!II'l ·in U.K.' Tn' <;inl!8nm-e the 'Orental' ha~ introduced !IItrlet 
llnd~l'Wl!itinq co"trmc; fnr motor hU'llnp.c;c; and cancelled l1nc;::ltic;fllctoTV 
treat,'-acce3ttmcec:. Mntor nortfn1in h~c; al~ he~n dTsstfcal1v cut 
d(,)Wl1'hv'OI"itmt::ll' in Kt1W~f. Tn ~omp. tp.T'ritorie<;. the oner::ltionc; 
'~I"I'! ~ l~r il1~""l'IUP.rf 'h~"c:" rI; llnfmvnltrSl",,~' "'''(,,"~ri,.n('p. 

Aeoonlirurlv. the nnenmonl: Wf!re diiIC011tinued from t 977 to 1981 
bv the'subsidiari~' onerRtmP.' directlY in the fonowin~ territories: 

Ift77 Mp.l"wl 1 
G:l)··,.lt~,.. )-
'I""ld~d J 
Kf'fIyft '\ 
T...'\bm .. n J 
~-h'''wi '''~Iltio"~ 1 
clOlI~tI 1w A~iah'd·)
com.,,,ni~). J 
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{c) Business done through Subsidiaries and Associated Companies 
The position of investment in associated companies of subsjdiary 

companies ouside India in respect of all four subsidiaries of General 
Insurance Corporation was under.-

(II"" 'Sf,...,' '" n_, :.~ 1 •. kh~1 

N w I'll!in 
Subsidiariu 

I. "'11' N-w h't:, An I ,::r.' C"nn !"Y. (l,.ini(hd & Tobago) I.teL 

I, T;'l~ N~ {'di: A"'I·iI.'lC~ Com') :ny ((~'lAM) Ltd. 

... 'l1l~ N··w IrI'F.'\ A~II 'Imer COm~.'ny (Nir-I-ill, Md. 

:-1. N\l~on·:\In)lllrl.,'1e~ COUlpoLny J.~(t. K:w~cha 

i' Uilit"rl Ori""t!':1 Aw,'::mcc Soh·DcI had(M all\~i"). 

l'tdlld Irttlitl 
I. B.-iti.h Indin,l\(igr:/ i:: 

~. Biti,hlndia. G'I~,"n . 

15'35 

lo·ll, 

5 . 1 S It has been reported that the remittance of dividendlsale pro-
-ceeds of shanJS etc. in respect of following. subsidiaries was not made 
until ~vember 1982. 

--.~.---.-.. ------ .. __ .-----:""---------.--
P :rioo of dividend ' . Amount Outltanding ._-----

111ft!, Wid 

I. 'lh-. N:w Inc:ttp. A'tIIUPAnce 1977,1978,1979 and 1980 N"w C .. di 0·80 lakh 
Comp;uw'(GIt"na) Ltd. N' 'w Cedi o' 711 lakh 

•• The : H-Iw Indb! AJsl&ranCIl 1980 
C'.oInpany (Nirerill) Ltd; 

.l.1rIiIItl Wd 

lMtWa india Ghana B"l\nch Prolt.from 
r!}6:, to '97'1 
DivIdendi f"oID 
1973 to 1979 

B.,hncp. ofProceedi or 
'~Ie of Ih....,. 

a.,lnlUt-ance b:\lance 

Nairc:- o' 7. lakh 

N'!W Cedi-o' 63 lakh 

New Cedi· -I. 72 laklls 

New Cedi-o- 7slakh 

New Cedi-o· g6 laJib 

H.O. t:XPenleS for the Nt:w (kodj. - 6· 96 lakha 

NI,l'lria ("nder 1971) Liquidation 
from 1978) 

priod frOID 196s to '97' 

1976 Nalrc:-o· 10 lakh 

N.irc:-o, 115 lakh 
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S • 16 Audit has further stated that the New India Insurance Com~ 
pimy Ltd., Ghana and British India, Ghana did not remit the amount 
of dividend, due to acute shortage of foreign exchange faced by the 
Government of Ghana, Proposals made by the Government of India 
in 1977 to use the blocked funds of Indian Insurance Companies in 
Ghana for the purch_ of a building to house the chancery of the 
Indian High Commission at Accra (Ghana)· also did not materiallise as 
the required buildings was not avail~le, The remittance of Rs. 35,72 
lakhs (New Cedi 11,56 takhs) was oUlcotanding till June, 1983, 

(d) Formation of New Companies as Joint Ventures outside India 

5.17 Joint Ventures between Indian Insurers and the country 
concerned were formed in Mah'ysia (December 1976) and in Kenya 
(1978) which took over the business of subsidiaries in these countries, 
The investments of companies and dividend received by GJ.C. and 
subsidiaries were u foUows:-

Name or Company Capital Indian DiYidr.nd 
Iha", daclarrd 
(indudinl 
l0't shllfe 
or rl'C) 

U"lted Ori,.ntr.1 MIs 4°% 7% ~I= 6: 197t)~ AII'liraaee SDN. MiUloo 8% I ) 
BHD 

K· Ii India KSh. 55% 10% &:l:~ A1auran~ 10 8n% I 
Compaoy Ltd, MiUlon BonUl ali ~ WI'Ie 

&lao iIIurd IQ 
1979, --.. ---~-

S.18 In the following countries more than one subsidiary was. 
operating and the working results showed that some subsidiaries were 
oper-.ing profitably whlle others were incurring losses. 

1976 1977 1978 '979 ,gSo 19r.1 

Nf"Wlndla II'~ (- )M'15 91'74 '4'M s6·35 74'7? 
Dubai 
Hong Ktmtr (- )5'85 (- )8·94 II· III (-)17·71l '0'57 GO'Oot 

Kuw,dt (-)c,'61l (-)40'58 C,Il'19 a'9S II'SI 59'71] 

M~uritiUl (-)10'94 (-)II'S5 8'10 JO'6S (-)14'16 8·34 

Sinlapore 14'70 7'OIt a·711 - 5S· 50 (- )1l6·80 9·S7 
Nepal 

U,K., (-)IS'8S (-)17'6S (-)6~n6 (-)7S,86 -(85'15) (-)SU·IS· 



Oriental 

Dllblll 

Hong Kong 

Kuwait , 

M W"itiua 

Sinppore 

Nrpal 

U.K.. 
Unit~d India 

Dub.l 

Rongkon, 

Lwit 

a.t-. W"itl III 

Slnppore. 

f+:pal 

u. ... 
National 

Dubai 

Hem, Kon. 

Kuwait 
K.urltllll 

SJnppore 

U.K. 

'1'1 

1977 1979 IgBO 19B .. 

--59'SS -- sO'SA 11·87 44'8.5 47' All IS'as 

-411'56 IS'S7 -86'7' '-57'95 -'5'17 5'19 

-10'03 -18'55 -'9'711 -S.' 46 -SS'40 -77'79 

0'45 -45,61 05'39 11'84 -1I9'53 

-,0I,6S 1'55 -87'30 -'S,07 -46'97 

sa·81 4,67 lS'lS - S'SI al 'S3 -18'S' 

"1'05 -SII·.7 "':4'07 -111':17 -0'77 

0'91 

37'&8 

7'99 

01'77 

5 . 19 It wit be seen from the foregOing that 'Oriental' has been 
working in losses in most of foreign branches in most of the years. In 
the Singapore Branch of 'Oriental' a case of loss of Rs. 7,20 lakhs duo. 
to irregular grant of fire insurwce cover, without receipt of proposal. 
form and without recc;yyery of premium in due time, was noticed by 
Audit. 

5.20 The Corporation has also stated in the written reply that 
the following units are consistently making losses:-

(i) 'New India' in UK-It has been oper6Jting there since 1921. . 
The premium income hit; gone up from Rs. 46.66 lakhs . 
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in 1976 to Rs. 445.24 lakhs in 1981 leading to a heavy 
reserve strain of Rs. 114.92 lakhs. It bas gradually been 
cutting down its London market business and is trying 
to capture domestic business especially of the Indian 
community in UK through direct oper&!tions. 

(ii) 'Oriental' in Hong Kong, Mauritius, UK, Kuwait & Singa-
pore-The operations of Oriental in Hong Kong have 
been discontinued from 31 st December. 1981, and thoSe 
in Mauritius and UK were discontinued from 31st Decem-
ber, 1980. 

In Kuwalt, the Company has been operating since 1957. 
The operations were planned to be discontinued ftom 
December, 1980 but the matter was reviewed in consu},;. 
tation with the Government and it was decided to continue 
the operations with nCCC$Sal}' safeguards. The Compa~ 
has since cut down its motor portfOlio drastically and th~ 
loss h~ come down from Rs. 77.78 lakhs in 1981 to 
Rs. 14.62 lakhs in 1983. 

In Singapore, the Company bas been operating sinc~ 
1952. The losses in 1976, 1979 and 1981 were margi-
nal. The net loss of Rs. 87.30 lakhs in 1978 was except.. 
tion8l due to a huge me claim of over Rs. 1 crore. 1111:: 
results in 1980 we~e also adversely affected due to IB:IJC 
reserve strain ca~ on account of substantial growth in 
motor premium income. 

(iii) 'United India' in Hong Kong:-The Company's portfolio 
is small and the losses are of a technical nature due. to 
heflvy reserve str~s. 

5.21 About the need for conducLtng a critical analysis of the work-
In" resultS Of foreign operations to decide the continuance of operations 
j~ ,",y parqcular foreign territory, the Ministry informed the Audit 
in June" 19.83 that ''while, judging the r~ults of forei~ operations, the 
period to be taken into account has to be sufficient1v lonJt to ~low for 
flUctuations caused by the svclical nature of business and ~1I0 because 
international business is highly competitive. Arnone other factors. the 
n~ to cater to the Inc:Ihfn' populations there and Indian Joint Ven-
tures in those countriea ~ the tact "t whU,e, it is ~asy. to get out of 
any. country, it is impossible w secure re-entry etc. have to be kept in 
mbf. Bellidesladia-, relatioDa with a foreign country have alIo to be 
keptib mind in sach matters." 
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S.22 .In rcaardto the loss expedenceof Oriental accordins to the I 

Audit Board (june 1983) there was need for an adequate system or 
control over the business under-written, settlement of claims, com-
mission paid etc., of the foreign branches and for investigation of the 
consistent losses of 'Oriental'. The .Ministry stated in July 1983 that. 
'"the Corporation as wen as the subsidiaries keep all aspects of the 
fort:iga operation in different territories under constant review and. 
aplll'Opriate measures are taken in cases where the results are unpro-
fitable." 

5 . 23 OIC was asked f() intimate ~ to wbat was the dividend etc. 
due upto December, 1983 from those two companies and whether the 
same has since been. Je8Utted or not. If n.ot then what speCific actkm 
has been taken to expedite the remittanceof,tlieou~aoding dues. In 
the written reply (lIe Juts "eel tllat ",thC dividend etc. due uplo 
December, 1983·from two oomp~ Is as foUows:-

• (i) New India haur.nce Cu" Ghana 

(ii) British India, Ghana • 

Cedi, 

The application for remittance was approvCdby the Central Bank. 
of Ghana, but actual remittanc.e has not been permit~ till the foreign 
exchange situation improves." 

5 . 24 The GIC has also intimated that the extension CYi operations 
l)utside India is contemplated ibroup Branches l&1d Agencies in somr.-
of the developingcountiies, such as South Korea, Zimbabwe and 
Uganda and by opening representative offices in devdJoped countri~ 
with large Indian community. such as USA and Holland, and develop-' 
jng country such as Brazil tlnd Venezuela. In developing countrie.. ... 
where entry is otherwise restricted. setting up of' joint ventures in the 
form of local companies is visualised, Possibilities of entering countrie~ 
like Bahamas, Channel IsIll.fnds, Lichenstien etc. to establish fir\ancial 
baiies for foreign operations and reinsurance, and o~J1ing consultancy 
offices in developing countries to promote export of Indian expertise, 
might also be explored. The net premium growth is envisaged at 10 
pel' cent per alnum by 1989 (as against 2 per cent at present) and a!t 
against estimated premium Qf Rs.4120 lakhs in 1983, ·the premiuni 
envisaged for 1989 is RI. 670S l~). . 
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5.25. 'Ibe IDdia IuunDce Com,.. .. are Teported fo .., operafing 
abroad in 20 conntries directly thronah Branches! Ageacie.." .... in 9 
other countries through Associate or Subsidiary Compaaies. 

5.26. 'The subsidiaries of GIC are stated to be making Iosse! in 
respect of their Units in foreign coutries and cumulative Joss salfered 
by the four subsidiaries over a period from 1976 to 1981 was RI. 516.63 
lakbs. The G.I.C. has DOt woUDd up the operations of loss making 
overseas branches although tile Government had a thinking for dis-
continuance of their operation!li in September, 1975. 

5.27 As regards the Joss suffered by sabsldlarles III foreign coun-
tries, the GIC has iDfonned that the camulatlve loss of Rs. 516.63 
lakhs over a period from 1976 to 1981 Is attrlbllted to the debit of 
6ilafe of Bead OJIice expeues at 5 per cent of gross premium written 
outside 1DcUa. If the share otHead 0IIlce ez.peases " excluded, the 
net result of the· foreigD operafloas would Dot be a loss but II prt\fit 
of Rs. 1240.83 lakhs over a period from 1976 to 1983. 

5.28. The Committee feel that the losses suHered by the ~lIbsid1aries 
of G.I.C. outside india If Dot merely Dotional are a matter of spoeat 
concern. 'I1Iey, therefore, desire that the Government should take a 
fresh and close look into aU aspects 01 the matter aud find out ways 
and meaus as to how he&1 the performance Of cootinuous Imin~ 

branches of the insurance companies functioning abroad·could be 
improved upon to wipe out the losses and make profits. The Com-
mittee require that the Government should Rview at the Ministerial 
level the operations of aD the overseas branches of the Insurance COnl-
paules so as to lay dOWD BecessBI')' j!Uldelines and Rive a new aO(l 
vigorous thmst to thelr"( operations. The review shoulcl also identify 
new areas abroad where business prospects are hridlt and where new 
branches could be opened. 1be Committee would like to be ·lnformed 
01 the steps taken in this regard.. ""he CODUlliltee would also Uke that 
the annual review of this is made and iacorporated in the Annual Reporf 
of G.I.C. 

S.29. 1be Committee note that at the end of 1981 mOre than one 
subsidiary Of GIC was operating in a number of countries includinl! 
Sin~a~re. Hong Kong, Kuwait, Dubai and Neoal. The Committee 
feel that in a country where more than one subsidiary of GIC is operat-
ing, the business should be carried on onl," by that subsidiary wbich 
has produced the best resnlts. 1bis is necessary to avoid frittering away 
of precious foreign exchange through un"eces.'I8ry competjtion 0" in-
dulging in under-cutdng of business of one company by the other. 
However, w~ere it is found in the l'I1terest of the Corporation that more 



81 

tban one subsidiary sIaould function in a foreign territory, there should 
be complete coordiaatiOll between theJD and their represeatatlves should 
meet at regular intervals to discuss, sort out and coordinate their busi-
ness problems. 

5.30. 1be Committee are distressed to observe that the 'OrieDta1' 
has been worldng iD losses in most of foreip branches duriag aD these 
years. In its Slagapore Brandl, a C8Ie of loss of Rs. 7.15 IakhII is 
reported, due to irregular grant of fire lDsunmce cover, without receipt 
Of proposal forms and without recovery of outltaadlag premium ID due 
time. 1be Committee de*e that this lapse IhoakI be looked into 
depth with a view to bing specUic respoaslblity therefor. 1be Cem-
mittee also recollUllCDd that CODskfeDt losses Of 'Oriental' sboaId be 
investigated and suitable remedial measures taken to impl'O'fe its per-
formance in foreign couatries. 

5.31. 1be Committee have also observed that the average commis-
sion rates paid by all the compaaies abroad l'8IIge from 28 per cent 
to 34 per cent as agalast the commission rates in ladia rangIDg from 
2 per cent to 5 per cent. While the Committee agree that UDits faa,,-
fioning abroad have to compete with ~ companies in the matter 
of commission rates.. they feel that it is absolutely necessary on the part 
of tbe Indian Assurance Company abroad to evaluate, . watch anti 
elfectively control the quaDty of onder-writinas transacted by forelga: 
agencies on their behalf. Suitable measures should also be taken ex-
peditiou.4Ily to eliminate any bad risks and streamUne or eliminate the 
agencies giving a poor performance. 

5.32. The Committee have noted with concern that the amount of 
Rs. 35.72 18khs representing dividend and sale proceeds of shares etc. 
for the period upto 1980, to be remitted to India by two companies vi:.. 
(i) Nelt· Inttia Assurance Company, Ghana and (Ii) British ladia, Ghana, 
was out4ltanding as on June, 1983. In this connection, GIC has admitted 
fbat no remittance has been received from Ghana due to restrictions 
imposed by local authorities. The application for remittance was app-
roved by the Central Government Of Ghana but the actual remittance 
wa~ held up till such time their foreign exchange situatioD improved. 
The Committee desire that the matter should be taken up by the C.ov-
cmmeot Of India at the highest level with tbe Govemment of Ghana to 
e"peclite the remittance of the outstanding dues by these two Com-
panies. ' 

5.33. The Committee are alCiO informed that extension of insurance 
operatioDs outside India is contemplated throDRh Branches/ Agenc~ in 
some of the developing conntries like South Korea, Zimbabwe, UganM. 
Brazil and also by opening representative offices in developed coun-
tries with large Indian COIIIDIUOIty such 8.IJ USA and Rolland, wlaere 
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business prospects are bright. With the extensioa of operatioDi in the-
proposed Dew territories, the net premhun growth is eavisapd at JO 
per cent per annum by 1989 as against 1 per cent at present and as 
against estimated premium of Rs. 4120 Iakhs in 1983, the premium· 
envisaged for 1989 is Rs. 6705 Iakhs. The Committee tru.. .. t thai 
sincere etlol1s would be made by GIC to accomplish these objective.;. 
The Committee would like to be apprhed of the concrete action tal<en. 
in this TepId. 



CHAPTER VI 
CUSTOMER SERVICE 

(,.1 One of the basic objectives of nat.iOli8lisationof Gener.l Insu-
lance Industry was to provide an efficient service to policy-holders a.; ,~ 
matter ·ofiight.proper and efficient set:Vice aims at securing the salis-
faction of the client througb:-

(i)' prompt issue Ofpoticy documents; 
(ii) prompt settlement of claims whiCh can be done by: 

(a) helping the insured to fill up the papers; and 
(b) simplification of procedure for settling of claims; 

(iii) follow-up of renewals; and 
(iv) meeting the requirements of the insured. 

The performance of the Industry in this regard is reviewed" 
below:-

A . Doclln:tentalion 

A rrears in Docllmentation 

fi . 2 The position <Yf arrears in documentation is given below:-
------------------------- .•. 

S. Nam~ of the company 
No. 

J. National 

Il. United India . 

3' N.'w India 

4-. Oricn tal . 
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At the end No. of out-atandin~ 
of the year documents. . 

1979 
1980 
IgBl 
1982 
1983 

1979 
1980 
1981 
IgBll 
IgB3 

1979 
1980 
1981 
1982 
1983 

1.59.491 
2.97.019 
1l.!)O.533 
4.s6.08() 
7.20,50g 

1,&.023 
2,78,g66 
4,14,789 
~,51,634 

,06,6g4 

N.A. 
2,67,777 
4,60,7211 
7,33,555 
9·25,005 
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6.3 G.I.C. informed the Audit in November 1982 that the main 
rcason for the arrears in documentation was lack of adequate staff in 
the su~idiaries to cope with the increased intake of busiriess. How-
ever, the total number of documents issued by the four companies 
during the years 1979 to 1983 and the number of documents issued 
per employee were as under:-

Year No. of docum"ntl No. per el .. III 
iau1·d employee 

1979 75'~8 latbs 371 

1980 8f.. 30 laid" 388 

1981 88'491akba f09 

Ig8a Bg'1I11 laltha 415 
Ig83 98'74 1nkha 457 I 

6.4 The O.Le. is reported to have not prescribed any norms for 
issue of documents per staff member. In the absence Of norm. it is 
not known how effective control is being exercised by the subsidiaries~ 
In this connection. the Ministry stated in June 1983:-

"The question of prescribing suitable norms {or "the Industry 
hats been engaging Gle's attention. The S.I.U. (Staff 
Inspection Unit) of Ministry of Finanoe has gone into 
this aspect and its report is under consideration. This 
also required consultation with the Employees' Unions. 

The subsidiaries are, however, exercising the necessary control 
over the pending documents by a system of periodical 
returns fwnished by the Branch, Divisional ad Regional: 
Area Offices and on the sport inspection of field offices by 
the Officers of different levels." 

6.5 In a written reply furnished to the Committee, OJ.C. has in-
formed that "the Scheme for Rationalisation of Pay Scales and other 
terms and conditions of service of Supervisory, Clericm and Subordi-
nate Staff f'famed in 1974 provides that the pattern of workload and 
the system of measurement of work shall he such as may be specified 
by the Management wter consultation with the Unions. In view ("If 
this, the staffing norms for various cate~ries of staff since recOln-
mended by the Staff Inspection Unit of the Ministry of Finance woulrl 
·require consultation with the Staff Unions. Meanwhile introduction of 
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mechanisation in the Industry· is actively under considenliion and re-
cruitment of additional staft is aIso.in progress .to gradually equip 
the Divisions and Branches with adequate and optimum f&tilities anJ 
staff etc.' ' . 

6 . 6 Explaining the latest position about the issue of documen t 
i tl the four subsidaries, the O.I.C. has informed that 79.4% and 
76% of the documents issueable during the years 1982 and 1983 res-
pectively, were issued by the end of these years. The pending dOCII 
ments represented about two months' arrears on an average. The ques-
tion of improving the !'ate of dooumentation has been constantly en-
gaging attention. As at measure of simplification of procedure so that 
more documents could be issu"d with. the available manpower, a 
single Certificate-cum.Policy has been devised in the Motor Depart-
ment for 'Third Party Risks. The .devised form has been introduced 
effective from lst April, 1983. Similarly, certi.ficate of Insurance-cum-
Policy form for 'Comprehensive' cover for all classes of vehicles bas 
also been finalised. This has been introduced effective frOlll lst .Tnly. 
1984. The position is expected to improve further with the recruit-
ment of additional staff and after introduction of mechanisf.tion which 
was under active consideration of Management. 

6. 7 The Committee pointed out that at present the agents ~J;"e 
concerned only with their commIssion and did not care for the service 
to be rendered to the customers. When asked whether any specific: 
steps had been taken to improve the customer service. the Chairman of 
·G.I.C. stated:-

"You are right at lot of problem arises-because the clients 
are not properly advised. The crux of the problem is that 
the agents should do their job property. Therefore, we 
8t'e ~aying a lot of stress on improving our agency cadre. 
Previously anybody cOuld fJpply and gel an agency licenc~' 
and there used to be a mushroom growth of agents. Many 
of them were perhaps not upto the mark. Now we ar,~ 
gradually trying to screen the agents. We have a prog-
ramme that in each branch office, divisional office, agent .... 
would be called and they would be screened. We have 
also taken up a programme of training of agents so that 
these agents become professionals and they flee able to 
render some service to the clients and advise them pro-
perly. We are also improving our inspector cadre. Ins-
pectors a~ the people who are over the age:1ts aud W~ Itl" 

putting them also through a very intensive training pro-



gramme. Uolessthe.personpuses the examination, he i', 
not appointed as ,an iIiapector. We wlllt to see that 1h 
agent-fOrce and the .mspector force are properly traine' 
in insurwce matters so that they explain the matter~ h' 
the clients properly." 

(}.8 The Ministry Of Finance, Departm~nt of Economic Affair:; 
(Insurance Division) are reported to have issued instructions on 16 
November, 1984 that G.l.e. aDd its subsidiaries henceforth add in 
their Annual Report a Special Chapter of 'Customer Reh:3tions'. 1n 
this Chapter the progress achieved· towards better customer service", 
customer relations, the progress made in settlement of claims, progres 
made in reducing documentlJtion arrears, steps taken in the course of 
the year or proposed to be taken in the next vear for better customer 
relations and customer satisfaction should be highlighted. 

6.9 1be Committee awe cliitaclI5ed to Dote that the Dumber of Ollt-
fltMding documeDts in respect 01 aD the four subshtlaries has durin~ the 
years lrom 1979 to 1983 shot up at aD alarming rate IDstead of 
decreasing and reached aD an time high figure of 31,14934 in the 4 
subsidiaries put together at the eacI of 1983. Similarly. the percen~e 
of documents Issued by the..... subs!diaries has also declined from 
79.4 per cent in 1982 to 76 per 'cent In 1983. Till lone,. 1983, GIC 
laad not evolved DOrms for issue of documents per staft'member. . In the 
absence of nonns, it is not understood a.~ to how the subsidiaries 
exercise effective control over the Jssoe of documents. TIle Committee. 
therefore, desire that suitable norms for is..~e of documentc; bV stnR' 
me~ber~ should be prescribecl without, further dela,v so Q~ to rednce, 
if not Uqofdate completely, the IDOlUlthlg arreal'S in document.ation. 
Gtc should also ensure that· the norWts : thus fixed are meticu)oush' 
observed by aD concerned aDd no laxity is aUowed on thi9 account. 

6.10 Another disturbing 'feature which needs immed'ate attention 
of Gtc is the improvement in the 8f!em'v clIdre. It is a common 
knowJed2e that the agents of the jnsuran~e companies are onlv con-
cerned with their commiss!on and do not bother about the service to 
be rendered to the customers. They are not properlv advisinp.: the 
cll.stomers in respect of tbe various schemes of ID,:<'I1'1tnce in operatiOl' 
and in fact they themselves are not fullv conversant with the Intest deve-
lopmf'nts in the fif'1d of insurance. In thi<l connection. the Chafnnan 
of Gtc also admitted du~ his evidence before the Committee tltat 
"there has been a musbroomgrowth of aeents and many of thenl 
were not upto the mark." He also informed the Commit~ that they 
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have takeD up' a programme of trainlag of agents so that these agents 
become professionals and are able to render effective serrices to th~ 
clieDts. 

6.11. The Committee need hardly emphasise that the insurance by 
itself is not a substitute for customer's service In prevention of risks 
and for safety consciousness. Costoniers' service should take the sIuape 
Of prompt issue of renewal notices, timely issue of poHcies and frieDdl~' 
advice from time to time on risk management. The Committee recom-
mend that trainiDg of ageats and Inspectors and orientation .,ro~e 
of officers and concemed employees should be organised on 8 J'eRUlar 
basis an~ pfogrammes on scientific lines laaDehecl. The Committee 
hope that the proper training of agents and Omc:ers will help • great 
deal In proQlfng better and prompt service to the customers. 

'~12 ne Co ..... ttee are glad to nOte that In order to lIDpton die 
rate of doemiaeatatlon and lOr _p1Iftcation of file p ___ to Iisue 
more dOClllDeDts, a single certi&cate-cum-polfcy system hili heeJI' dmsed 
in the motor department for 11aird Party Risks lIS weD as for providing 
compreheuive cover for all classes of veIaIcles. The Committee hope 
that this simplified procecIun Wll. not only belp the customers bat to • 
greater estent it wW also help hi clearing the amars In docmnentatioD. 

6.13 'The Committee are also clad to Dote that the MiniItry of Fill· 
ance have _cd iDstructions to GIC and its sabsidiaries to include ill 
their Annual Report In future • Special Chapter on ''Customer Re-
lations" highlighting among other things the PI'Oll'NS adaieved in better 
customer services, reduction III arrears or doeumentatioa aa' .tt~n' 
of claims, etc. The Committee feel that this h • step In the right direc-
tion and would p a long way in providing better .mce to the custolMr. 

B. Settlement of claims 

6.14 The overall position of outstanding claims in respect of all 
the subsidiaries between 1976 and 1983 was as under:-

-----------------------------------------
---------
r. No. of nf!W 

cl"im' intim'· 

1977 1979 1980 Ig8a 1985 
(p(ov.) 

ted 4-41151 463948 478073 58~4 647fi4.a 68QIl86 786707 ~ 

C~. No. of cillim' 
r.ttled du-lng 
the year • 494ri4 455671 4SB7l1f 530716 58f088 66s758 7534IS 78,5111, ----_._---



s. No. of clai .. 
OUlltaDdiDg at 
the end 01 ,he 
year • 

81' 

,----------.~'--------

... Pcn:cntap of 
DO. of cIaimI 
o\ltltaDding to 
cL.1ma intima-
u.d durin. the 
year 61'0 59·8 66'g 6S,g 66'6 66'g 58'5 66,S' 

It would be seen from the above that the ratio of number of claims.: 
outstanding to claims intimated showed an increasing trend and it 
rose from 61.0 per cent in 1976 to 66,6 per cent in 1980. In 1981, 
the ratio was 66.2 per cent. However, in the years 1982 and 1983-
the ratio stood at 58.5 per cent and 56.3 per cent, respectively. 
6.15 Accorcling to GIC,tbe duration wilt-break up of claims outstandiDg 
formore,tben 3 IJ1QIltb~ 81 on 3ut Deoember IgB3 on in respect of tbcr 
4- .ubsidiarioa i, 81 under:.' , 
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6.16 In a written reply, the Committee were wormed by a.I.C. 

that "despite increase in the Dumber ot intimated cla1lDS from 7.27 
lakhs in 1982 to 8.25 lakhs in 1983, as many as 63;2 per cent to 
63.4 per cent of the total claims (incll,l(iing those carried forward 
from previous years) were settled during the respective years (as 
aaainst 55.5 per cent in 1974). Further, the number of claims out-
standing for over a year were 33 per cent and 31.9 per cent of the 
total number of clainb outstanding as at the end of 1982 :and 1983 
respectively. The ratio of number of claims outstanding to clajms 
intimated during the year also came down from 66.2 per cent in 1981 
to 58.5 per cent in 1982 and 56.3 per cent in 1983.'1 . 

C. Analysis ()f Outstanding Claims 

6,17 Audit has observed that an analysis conducted by OIC in 
April 1980 of claims as at the end of the year 1978 indica~ the 
foJiowing causes for the claims remaining unsettled for morc. 'th81l 
",ne year: 

~ntl'r ofopat. 
It'liadln, dlli ... ) 

(i) Document. Dot luoolicd by cli"ntl • 

(Ii) AwllUnl Su""'!Y I'f'J)OI't I o<»liCf! .. ·."., .. t • 

(ill) Court c- (i"cl'Jtli..g M'ltor Acdd""t cl' ill\l T .. ibtanal 
and ... bitTation c,,") • • • • • • 

(iv) G ~'\e .. aI aver&F- cl lllD' 'U\d chims f) ,,,tii"lf with 0Vf'r1elll 
agentl 

(V) N'm-rf!C'!lpt or cl ~im. rorm"m~tiicd c"rtific,.t .. (moatl, 
w.,r!cmeo'. COInlJ"naarion cl:-'lma) . • • . 

(vi) aallDl DOt pUl'llVd 

(vii) Other rcaIOna, 

.-. 

96'7 
4'5 

IIO'S 

a,8 

Q ... 

10'" 

"'9 --
100.0 ----,---

6.·18 The following points have been high-lighted by aud!t: 

I. There is delay in rec";pt of Survey Reports, 

2. Pending claims are not reviewed monthly and claimants 
are not reminded wherever compliances are not forth· 
coming. 

3. The system of processina ()f. claim settlement requ1tes 
simplification. ~ contentll of the f()ftl'lS are not ade-
quately understood by all the concerned peopl~. 
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6.19 The Corporation stated in November 1982 that the. follow-
ing i measures have been taken. to bring down the number of out-
stan~ni claims:-

1. Services of development staft are being ~isted to help 
the clients in completion of documents requU:'ed for 
settling the claims. 

2. In the field of personal insurance, a study has been under-
taken to identify the reasons for delay and the remedial 
steps necessary. 

3. Clearance fortnightslmonths were observed to highlight 
,the importance of speedy settlement of claims and also 

. to clear arrears as much as possible. 

4. Certain measures have been initiated for simplification of 
forms and procedures relating to settleinent of claims. 

5. Branches which were earlier not authorised to settle claims 
have now beeD. empowered to do so. Powers of the' 
Divisional Offices in this regard have also been enhanced. 

6.20 The Ministry of Finance stated in June 1983 that a cause-
·wise analysis of ouhtanding claims over 1 year old as at the end of 
1978 showed that 70 per cent of those claims were pending due to 
reasons attributable to causes beyond the control of their offices. 
The Ministry further attributed the number of claims settled remain-
ing less than the number intimated during each of the years after 
1976 to the increasing non-traditional business of the subsidiaries, 
wherein the clients took more time to furnish the . documents for 
settlement of claim..:, 

6.21 In, this connection, OIC stated in a . written reply that the 
following further measures have also been iaitiated to bring down 
the number of outstanding claims and to streamline the procedure 
'for expediting settlement of claims:-· 

( 1) Task forces have been formed at Regional Offices to 
regularlv visit Divisional Offices to help in expeditious 
8ettlem~nt of claims. 

(2) Special Cells have been set up at ~egiomil Offices' to 
attempt out-of-court settlement of third-party claim",· 
wherever possible. 

1958 LS-7. 
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(3) Detailed. auidelioc& have been issued by the CorporatioQ. 
for expeditious SCttJem.CDt of pcr80nal claims. Those 
guidelines alsoprescribc a time-table for settlement of 
claims. supply of a check list to each insured indica tinS 
steps to be taken in the event of lOSs or damage giving 
rise to a claim, and substitute documents to be relied 
upon in the event of the usual documents in SUPPOlt of 
claim being not available. 

(4) The companies have been advised to undertake a dura* 
tion-wise and. cause-wise sample study of the pending 
Third Party and Own damage motor claims outstanding 
on 31st December, 1983 so that further remedial mea-
S1lre& could be considered. 

(5) Claim form lor Motor Own damage claims have been 
Itaadardised and rationalised, eliminating unnecessary 
information. 

( 6) Improved survey report forms have been devised on a 
standardised basis separately for spot survey and final 
survey. 

(7) In the case of theft of accessories as also loss or damage 
of the vehicle due to collision, police final investigation 
report need not be insisted upon. '-_ 

(8) Where the vehicles are stolen, al1 claim papers including 
police FIR are to be obtained and after expiry of 30 
days, 'on account' payment equivalent to 75 per cent of 
the claim may be made in genuine cases against a 
specially worded 'Discharge' voucher. the balance 25 per 
cent being made on receipt of final police investigation 
report. If the ,,·chicle is recovered before final payment. 
the insured has the option to refund the amount already 
received and retain the vehicle. Tn case of difficulN 
in obtaininJ! final police investigation report, the claim 
may be settled against fJ letter of Tndeminity. 

-(9) Periodical review has been prescribed in respect of claim~ 
pending for over one year. 

6.22 During evidence. the Committee enquired whether nnv 
!ttandards had been fixed for various classes of- officers for dealinl! 
with the question of ~ttlement of claims. The Chairman. Gle 
llitated: 



a.a. '" 

, .. 

• 
The powers of settlement of claims have beeIl deleaated 

according to the status of officers. t1ie brwicll officers 
in rural arras are headed by an As.~istant Adinin1stnltfve 
Om:cer. Ifu Claim settlement power ~ "'pto Rs. 2,500i-
in respect of cattle, agriomtllral· plIIBp58S8 and J anata 
and Gramm Petsoaal A«ideM cla.ims, BAy cla.im upto 
Rs. 2~OOI- can be seftled straight-away biy him without 
reter~nce to any other officer provided he is satisfied. 
Subject to the documents being ~lete, upto RI. 
2,5001- the claims can be setded, by ltim on the spot. 
The 'bigger branches are headed: bY'aa Administrative 
OfBcer and bis claim-settlement limit is Rs. 10,0001- for 
the aboVe categories of ctaims aad Rt. lS,OOOI- for 
motor claims. Then higher limits are those for higher 
officers." 

6.23 When asked whether police report was necessary in cases 
IIOt involving criminal liability, the witness then inter alia, stated: 

''We insist on police report only if. a third party is injured. If 
a vehicle has hit a tree or the damage is only to the car 
and no third party is involved, then it need not necessa-
rily be reported to tbe police. We insist on police report 
only in cases of third party injury and for own damage 
when a commercial vehicle meets with extensive dama-
ges, that is, where the claim is likely to be Rs. 40,000 
or Rs. 50,000. But for smaller own-damage claims the· 
requirement of reporting to the police bas been dispen-
sed with because that was causing a Jot of delay. Several 
steps have been taken and this is one of them that for 
smaller, own-dlimage claim the police repon is nota 
mu~t except when tfie damage is heavy and also in cases 
of theft where we do not know the circumstances ... 
third party death claims upto Rs. 15,000 can be paid 
straightway irrespective of going to court and ettabli-
shing who was liable." 

6.24 When asked about the ratio or percentage of claims actually 
settled, the representative of GTe stated "about 63 per cent of the 
claims lodged with us aTe paid within a year." 

625 when enquired about the measures taken and the improve-
IIlCtlts suggested in the procedures for expediting settlement of 



claims, the Ministry of Finance (Insurance Division)·..in a written 
Dote have stated:-

"The anxiety and concern of the Government had been ro-
peatedly conveyed to the Chairman, G.I.C. and the 
ChaiIman-cum-Managing Directors of the subsidiaries 
for settlement of outStanding claims on very. high prio-
rity' basis. This was one of the listed agenda items con-
sidered in the Review Meeting of the Finance Minister 
held on July 20, 1984 when Finance Minister had also 
mentioned that the performance of Gle and its subsidi-
aries o'ften evokes adverse criticism mainly on two counts, 
namely, delay in documentation and delay in settlement 
of claims. He pointed out to the danger of overlooking 
such criticism and of adopting a mere statistical 61pproach 
in an area of public dissatisfaction for a service organi-
sation. 

• In the revised proforma devised for the quarterly report to 
review the working of the Gle and its subsidiaries, a 
s'pecific item has' been included in the GIC's' report viz. 
"Progress in regard to settlement of out')tanding claims 
with reference to outstanding claims as tliey stood on 
31·12·1983 with special reference to outstanding claims 
of one year or more old claims." As a result of the Gov· 
ernment's follow up ~ith the GTC. some of "the 'measures 
initiated by the GIC and its subsidiaries to minimise the 
number of pending claims are a!'i under:-

(1) Forms and procedures relating to settlement of personal 
insurance claims have been simplme"cl. 

(ij) Financial authority for settlement of claims has been 
revised upwards for an 'categories of officers. 

(iii) Development Staff (Inspectors) are being utilised for 
collection of outstanding documents from c1aimants. 

(iv) Clearance fortnights!months are observed from time 
to time to clear arrears as much as possible." 

6 26. The Committee are concerned to note that not on~ the "'Ib-
~lcJfaries of the Corporation are in hea.v arrears in dOftlmentatlon b~t 
their perfonnance in die field of settlement of. claims Is also ftl'J dilJ-
appofntlD~. The o.eraD number or outstandfn~ clahns In respect of 
aD the 8IIhsidtaries ha.. "'creased from year to year. The number tJf 
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outstanding claims 'Which stood at 2,68,972 at the end of 1976 has 
nearly doubled and reached a m:ord figure of 4,64,515 clabns pending 
settlement as on 31-12-83. Out of this, as many as 3,22,49 c ..... 
are outstanding for a period rangiDg between 3 months to over 5 years.· 
Claims pencIiDg for 1 to 3 years, 3' to 5 yea~ and more than 5 years 
are 1,12.305. 25,768 and 13,840 respectively. Likewise. the. total 
amount of outstanding claims covering the period from 3 months to 
5 years and more also touched a .high figure o'f Rs. 525 crores. The 
total gross premium collected in India in 1983 was Ks. 857 crores. 
All this depicts very dismal picture of the functioning of the subsidiaries 
and requires special etlorts on the part of GIC to tackle this alarming 
situation on time-bound programme. The Committee recommend that 
a time limit fOr clearanee of a claim. may be laid down, if necesiliinry. 
by amending the General Insurance Corporation Act so that the scope 
for delays may be minimised. 

6.27 The mtio of the number of claims outstanding to the claims 
intimated during the years 1976 to 1983 has also not been satisfactory. 
In eac~ year, it had been more than 56 per cent which is quite a high 
pt'rcentage. lbe performance of the subsidiaries with regard to the 
setdement of claims cannot be termed as satisfactory by any standard. 

6.28. The Committee note that GIC has initiated a number of 
measures for expediting settlement of claims, but 'they are unhappy to 
note ,that the number of measu'res that have been taken 
by the Corporation and the subsidiaries to bring down the number of 
outstanding claims and to streamline the procedure for expediting the 
settlement of claims, including the delegation of power to officers 
according to their status etc., have not brongbt abo"t any appreciable 
improvement in the position. In this connection, even in the revi~' .. 
meeting of the Finance Minister held on 20 July. 1984, the Minister 
had commented that "the performance of GIC and its subsidiaries 
often evokes adverse criticisms mainly on two accounts viz. delay in 
documentation and delay in settlement of claims.'" In the opinion o( 
the Committee. a service organisation like GIC cannot afford to oyer-
look the criticism and public dissatisfaction and they should take such 
vigorous measures a.,'i cOtild cut down the red tapism and minimise for-
malities in samJl claims SO as to eliminate backlog of pendin~ claims 
within a reasonable time schedule. The Committee need hardlv stre.IiS 
that the reputation of the Corporation and, its subsidiaries would go up 
ooly when the claims are settled prompdy. 

6.29. The Committee would like that the subsidiaries should take 
active interest In reminding the claimants where the compliances of the 
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ob~tioDs raised b.J them 8Ie Dot forthceming. The Ca-mitee .... 
deMre that ct.e claims pending for over a year s ...... be rert.ed 
aoatbIy b, tile Corporation aad suitable instnIctlons issued to tile 1IUh-
sidiaries for rect:ffyIag the irregularities, • 8fty, noticecl. TIle CORl-
mittee hope that such m.easures _ saggestect above .. adler .eIIIIDIeS 
already taken by GICjMiUtry for eqeditaag setftemeat of daiIDfi are 
implem.eated eanaeatly in order to bring aboat pealtlYe 1InpIo1lem8at '. 
tile otlaerwile ...... posidoa of setdem.etIt of ......... cWw. 



CIIAPfER VB 

REINSURANCE 

7.1 An insurance company apportions or cedes a part ot the risk 
tmderwritten to other insurance companies so that in the event of loss, 
·the loss too can be apportioned on an agreed basis. This practice is 
termed as 'Reinsurance'. The amount ceded by way of reinsurance is 
·called a 'Cession', which for the accepting company becomes the 
'Acceptance' . 

7.2 With a view to obtaining a blanket permission from the Gov-
ernment for foreign exchange remittances and to obtain the best pas-
"ible terms and to may-irnise retention within the country after a re-
view of the existing arrangements. the annual Programme of the 
reinsurance arrangements to be followed by the Corporation and its 
subsidiaries is drawn up in advance and prior approval of the Gov-
ernment is obtained before the same is implemented. TIle four sub-
sidiaries have their own treaty reinsurance arrangements within the 
framework of the common programme. 

7.3 As per Audit Report, an expert Committee appointed by ole 
submitted its report on 12th July 1975 and made the following re-
-commendations: 

The long term objective of the Indian Market should be to 
establish itself as a Market providing reinsuta1fee capa-
city for world wide business and particularly for the 
business emanating fr()l1\ the developing countries, and 
should also embrace the following:-

(a) being able to quote for an types of reinsurance covers; 

(b) being able to provide lead on various covers; 

(c) through activt: reinsurance operation, earn increasing 
volume of inward reinsurance premium with the ob-
ject of providing net invisible exchan~e gain for the 
country after providing for the cost of outward rdft.. 

suranCe!I. 

7.4 Taking note of the countrv's acute toreilnl eX~8nire problem, 
1he ~OP.rt committee re(~ommended that reinsurance trading opera-
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tion should -be on a· Selective basis to ensure profitable results over a. 
relatively shorter period 'of time than is allowed under normal inter-
national practice. 

7.S Audit pointed out that the Corporation: 

(i) had not quoted for aU types of reinsurance; 
(ii) . had not been able to provide lead on various covers; and. 

(iii) had not covered increased volume of inward reinsurance. 
premium with the object of providing net invisible ex:. 
..change gain, as in all the years there was foreign exchange 
drain from reinsurance accepted, as may be seen from 
following table which gives the premium received, claims 
and commission paid, percentage of total outgo during: 
1976 to 1983:-

(R~. in bkhs) 
--------_._----.--- ._-- .•.. _._- ... _._--_ .... -.. _----

P;'l'mium Commission Cl:tim~ 
I'!:c t!iwd I'aid inclln'cd 

1976 9 3 7 
1977 60 13 !is 

1978 1(15 a8 /.lS-

1979 IG5 42 107 

198Q 235 59 155 

1901 S4B B9 2"!i 

1982 491 143 302 

1985 III 7 I 356 863 

-_.-------, -'-'-'-'--'-'---'."-" .. --.~- _._._-

'INnl (lUlgo % •• f tIlt'" 
(3+4) ou1go ,I() 

p;'<'rnitml 
il\cQm~ 

10 III"· 

66 110' (j' 

III 105' 7 

149 93,S 
'-

214, 91 '() 

a94- H4'S 

445 90 '(} 

12 19 llS'9 
.... --.-----.---

7.6 The total outgo flOm premium income was more than 100" 
per cent during 1976 to 1.978 and ~llore than 90 per cent during the' 
years 1979, 1980, 1982 and 1983. 

7.7 The Ministry informed Audit in June 1983 that the capacity 
of ole and its subsidiaries 'to accept reinsurance frolD abroad is limi. 
ted· and ,henCe lead cannot· be provided for various reinsurance re-
quirements of foreign companies. Also, since the world reinsurance 
results for the last 5 years have been unsatisfactory, a cautious ami 
conservative policy is 'being followed in accepting -Tein~urunce busi. 
ness froID . abroad. Providing 1ead is only a long term possibility. 
since others may look to India for giving lead only when the Inc!iatr. 
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Market gets fuUy active. and is recognised as such in International-
Market. It is pertinent to no~e here that even many of the well dev~ 
loped markets like U.S.A., Japan etc. still look. to London for lead. 
because of its reputation built over centuries, for expertise au6 
experience. 

A. Net Relef/tioti of Business by the Corporation 

7.8 According to Audit, in April, 1976, the Gle set before itself. 
the ojective of maximisation of retentiOn of premium in India, while-
making the reinsurance arrangements. The table below indicates. 
the positioa of net retained premium (Indian Business) in respect 
of the Gle and its subsidiaries for the years 1978 to 1982:-

(RI. in lakhs) 

--_.---
Dept, 1978 1979 1980 Ig81 1982 

Percentage of 
Fire f(.tcntion 134'44- 79'8~ 80'45 82'011 110·8 

Miscella- Pt!J'ct'ntkg'e of 
n(,ou' I'(;tcntion Sg,85 85'22 89'76 90,60 9°'2 
M'lrine P'~rcent':gl! of 

ret"ntion 75'°9 75'96 72'36 74'26 7°·6 
'letal P<'rCi"lltage of 

8S'50 rC.kntion 81'\13 83'\14 82'°4 8\1,8 

----.-~--- -~ .. ---~-----.--- .- .-

It will be seen from the above th&lt the percentage of net retention 
in the case of Fire and Marine portfolios has declined, 

7.9 The following ta hIe shows percentage of retained premiulll" 
for the years 1978 to 19R 1 in the case of five large fire risks:-

.-,_ .. ----- -----~.--. 

1978 1979 1980 1981 
_,r~' __ '~ ________ • __ • __ ••·•• __ "' ______ • ----

National Organic Chrmical Industries Ltd, 
5'86 6'30 Thane. 5'45 5'37 

Southern Petro-Chemical Industrir's Corpn. 
Ltd. Tuticorin 6·73 5·83 6,2::1 6.lIl 

Indian Petro Chemicals Corpn. 
3,65 Ltd, Baroda 4'11 4'::19 3'59 

Gujarat State Fertilizers Ltc~, Baroda 4'99 5,68 5. 86 5'00 

Indian Explosive~ Ltd. (F~J'tili.zer Factcry, 
g'75 10,63 7,08 K:tnpur) 9'!il5 -----_. 

or 
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7.10 It has alIobeeD obsened that with .thc increase in size ael 
-waiue ofthc large iDdustrial risks frQID. year to year, the t"etentioa did. 
II8t iJaaeasc; on the contrary retention deoreasec1 in 1981 in 4 cues 
. out of S cues despite major portion of und.erwri~& profit beina on 
Fire portfolio. The underwriting profit was Rs. 5,646 laklu in Fire 
portfolio out of total underwriting profits of Rs. 5,987 Jak:hs dllring 
1981 in the Insurance Industry. 

7.11 The Management informed Audit in Iuly 1983 that the fall 
jn the percentage of retention in some years was due to increase in 
the value of risks. The Management further stated that profitability 
was not tlte only determining factor and in addition to the judge-
ment and prudence exercised by the underwriter, some other factors 
were (a) financial strength based on capital, free resources and 
-liquid asset." (b) premium volume, size and structure of the portfolio 
. and (c) potential variation in the freqency and volume of claims 
due to catastrophic exposures. 

7.12 The Audit Board enquired in Iune 1983 regarding the mea; 
. sure_s taken by the General Insurance InduStry to increase the reten-
tion within the country in different departments from 1978 to 1981. 
The data furnished by the Ministry in July 1983 revealed that the 
measures taken were limited in their scope particularly under marine 
cargo, where only diamond export was covered. According to Audit, 
despite these measures, the net retention, as a percentage of total 
premium declined. 

'--

7.13 On an enquiry about the future plans of the Company to 
reduce the drain of foreign exchange, the Gle in a written note fur-
rushed to the Committee stated as under:-

"As individual riUs written in any market are not uniform 
in nature and size, the risks insured in each class of 
Buainess have to be balanced in exposure so tliat 10S8e8 
occurring in a year in ru9pCCt of anyone or few riab 
do not unduly upset the acceptable claim ratio for fIlat 
class of business. It is also necessary to ensure through 
appropriate reinsurance arrangements that the loss 
potential arising out of a single catastrophic occurrence 
affecting a large number of individual risks is kept 
within reasonable limits. Placement of reinsurance out-
side the market for large risks beyond our capacity is, 
therefore. inevitable and such reinsurance cessions may 
not be viewed purely in the light of foreign exchange 
drain or gain." 
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B. Reciprocity 0/ Reinaurance Business 

7.14 One of the objectives of reinsurance policy was that ia 
. respect of business ceded outside India, the insurers should secure the 
best tenns and reciprocity. For eJ(coss of l{)8SCGvcrs, Etuotatioas are 

,obt.ained from the leaders in London by a consortium of broken OIl 
behalf of the ole. 

For others negotiations are c*tied on by Qle with the leaders 
,either directly or through the brokers for the best possible terms. 

7.15 The folowing table given in the Audit ~eport, 1982 shows -
the reciprocity and underwriting results of (i) Indian Bu!iness ceded 
outside I~ia, (iI) Reinmrange acQepted _ from outside Indiia and 
·(.iiii) Reinsurance retroceded outside India. 

(Rs. in lakbl) 

19" 1977 1978 1979 1980 IgBl ,gSa ,gOS 

I. w.. 1wi.,.M ....wr",," 

!'we.iu. "'5 ,pi 1565 1851 asa. MIs 4818 .. 85 

Inc.,.d c:1.illll 879 61' 6070 57!7 1056 lOS' 45M 19-

Coaalllillioa 154 -55 .'5 1185 lI54- 557 yo 1111 

bhanFI- -Ie -tt -8 -10 5 -10 (-)5 

laueue i. reaer.e for 
~dr~" IsS al8 10 I~ fill 6!s 48a 50 

-,:u.e Gain (-) 
Drain (+) ,8 448 -",,0 -l1li75 ,. 11'71 -1,71 16511 

2. Rri,.""..,...",j'tIa ..... ,.. 

~um i 60 105 165 1155 ,.a 49' 1a71 

IIlCIUI'l'rd Clam. , 53 89 107 '55 105 .. 86s 
Commlllion 3 IS ~ •• 59 go 145 s56 _. 

~lOll 

11Icreue in ~ 
for WZPired ridll 5 tag c6 41 $8 .,a M lib 

Bacbange Otin C+) 
rrlOia(~) -6 -15 -sa -a5 -7 -.5 ...,s -.as .. --.-.-
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(RI. in lakha)· --- ---
197fi 1977 1978 1979 IgBO Ig81 1981& tgBS 

,. ~ ,."".,11 MSide II1tliIl out f/ (a) _ .. 

Premiwn 
" • 11 !.I5 !.Ig 65 70 76 taS!) 

Incurred claima 5 16 as III 70 51 73 a6!). 

CoDUUiMion S ·.1 10, 9 a II 

ExchanKe lost 

Increase in rcac':. 
rvts fOI' ul~txpi· 
red rilla a 6 7 a 19 • ~ 92. 

EitchanlC Gain 
(-) Drain (+) -'3 -IJ -10 • -Sf 5 (-). (-')138. 

N" f)lJIrtlll r,sull.l 

Exchar.ge GtUD 47 18 a!l4f ISll7 
Drain 39 4711 735 1301 .,.. 19.7 

7.16 As to whether the· Corporation secu-red the best terms and 
reciprocity, the Management mrormed Audit in November 1982 
that the Corporation did not have reciprocal relationship with foreign 
companies. For excess of loss covers, in view of the large reinsurance 
requirements, a consortium of leading brokers of London market 

. was utilised who obtained the best possible terms not only from . '-. 
Llyods and the London market but also from the world reinsurance' 
market. The terms that might be offered independently by others, 
e.g. brokers and reinsiurance cpmpanici; situated 'elsewhere, would: 
not. be sufficient to meet their total cover requirements and might not 
also give the desired continuity. . 

7.17 According to Audit, a major portion of the business is ced¢ 
by GTC through a consortium of fonr brokers Sedgwicks, Willis, C.T. 
Bowring and an Indian broker, J.B. Boda, and about four per cent 
through individual foreign b.rokers . 

... 
7.18 GIC is reported to have informed Audit in September 1982 

that "while a few direct connections are established for placement of 
reinsurance covers, it is not possible in most cases to contact the 
reinsurers directly in view of the short time available between 
finalisation of the terms with the brokers and attachment of the 
cover •... LloYds market with syndiC8te~ specialising in .particular 
class of 'business can be' approached only through recognised brokers-
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.and not directly, These broKers also render the important service of 

.~ol!ectinl 10Si recoveries. trom reinsurers sprcaa throughou.t· the 
world. I" .. 

7.19 ~ a written note furnished to the Committee, G.l.C. has 
.stated as follows:- . 

"As regards reinsurance 'accepted from outside wdia, it may 
be stated that the Indian. insUlIance market has also to 
develop and provide capacity to various other markets 
seeking reinsurance coven. But participating activity in 
reinsurance operations with different markets, a balanced 
reinsurance portfolio could be built up gradually. 
Reinsurance relationships are of it long-tenn nature and' 
a reinsurer has to provide capacity on a continuing 
basis. Further, reinsurance business all over the world 
is highly competitive and in the recent past it has been 
passing through a bad patch of adverse results. Steps 
have been ir::itiated by leading reinsurers to improve 
the quality of the rclnsurance business." 

7.20 GIC has further stated in their note that in view of increas-
ing adoption of high technology, the General Insurance Industry is 
'being called upon to underwrite larger and larger individual risks, 
,e.g. off I shore-oil-drilling pJatforms, satellites, large aircrafts of national 
~and international air]ine~, super tankers etc. In the Fire portfolio too, 
th\! premium contributed by large industrial risks, such; as petro· 
'Chemical and fertilizer complexes, super themal power stations and 
refineries has increased over the years. The size of individual marine 
cargo risks, particularly 01'" crude imports. has also increased sub-
stantially. Increase in the size and complexity 'of the risks has 
resulted in more and more reinsurance abroad on a selective basis. 
But in spite of the above, a judicious reinsurance programme has 
enabJed th~ Industry to re.tain within the country as mUch as. 85 per 
rcnt of the domec;tic premium income and thereby minimise the 
forci!!" e~('hange outflow. It may, however. be clarified that larger 
rl"+~"tinns do not necessarily mean retention of more profit<: heC:lllSe 
they also affect recovery from reinsurers in the pvent ot' claim<; . 

• 
7.21 The Committee have noticed from the Table given ;above that 

t"'eunderw{'iti"~ results of reinsurance accepted fTom outside India 
'have shown always a forei2n exchange drain and also there has been 



no reciprocity 1Ql' UlC busin~ ceded outside lncUa Ii tile.· blliiocsa 
II.Cccp.t~ from ouwde india i:t !lot in that proportion. !Ill this. COIl-
aceUon, the Chairman, Ole stated in evidence:-

"We have to liCe from the point of view as to what is tho 
necessity of reinsurance. Whatever we can retain. we 
must retain and whatever is beyond oue capacity, we 
have to reinsure. This is done in a calculated manner. 
TIle aDILOunt th. is baing retained iD India by US is 85-
86 per QOIIt and it is ODe of the hi&Best in the whole 
world. Even couatries like America feel the necessity 
of reinsuriIII. If. our profits can be mcreaaed by increas-
ing the retention, I will make it lOOper cent. But I 
am· reinsuring ODIy because retaining tile. whole thing 
does not suit me. The presumption that by increasing 
retention. we would be able to increase our profits is not 
true." 

7.22 Explainiftl the GIC's policy of not keeping large retention 
it respect of spedal risks involving huge losses, the witness added:' 

"It is not that we reinsure everything .... We keep 100 per 
cent with us with regud to motor insurance; claims are 
within our capacity. There is no point in reiDsudag any 
part of motor business. In regard to fire, 'Ne keep 
100 per cent with us where ~ma11 risk is involVed with 
regard to .. hops, factories etc. We only reinSure a part 
of big industrial plants. where we feel that in case of' 
claim, the amount is likely to be targe. Our decisions are 
based on the size of the risk and nature of the risk. and 
how risky that risk is. .yn the case of petroleum plafttS, 
we reinsure more. 

In a risk like satellite, it is very highly dangerOUs kind of 
risk and we reinsure almost 99 per cent of the value. 
The chance of loss is very much there. .yn .the case of 
aeroplanes and Boeings, We reinsure 94 per cent and 
not 99 per cent becaw;e in one crash of Boeing of Ail" 
India-the value would be around Rs. 95 erore~ plus 
passengers' liability. The other consideration 15 that the 
aero"lane has to be replaced with foreign currency. 
So. T must ~et mv monev in foreign currency. There-
fore. if T rein!'ure these aeronlanes. T am safe." 
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7.23 In tbis conneCtiOD~ the Additioaal Secretary, Ministry of 
Finance (Insurance Division) also stated during his evidence as. 
toHow.:-

"Every year, the Gle prepares a reinsurclnce budget. It is 
sent to the Government because it involves a certam 
amount of outgo of foreign exchJnge from the country. 
It is very closely scrutinised by the Government before 
it is recommended to the Reserve Bank of India for 
acceptance. When we finalise it, we certainly keep in 
mind that thCl:"e is going to be a certain amount of outgo 
of foreian exchange. The purpose of re-insurance is 
to make sure that the risks which we have, are adequately 
covered. But at the same time, we have to be cautious. 
to see that we take risks without affecting our business, 
interest in India. Further, the nature of risk, the quality 
of risk, is changing from time to time and each individual 
risk is so large that it is beyond the capacity of ·Indiallt 
insurance industry. I would like to read out certain 
risks: ~shore drilling platfonn. satellite-Ii. large sizel 

aircraft, super tankers. pctro-ch~micals and fertilizer 
complexes, super thermal power stations and refinerie~. 
Individually, eaeh of them fJ very large and if, God 
forbid, there is a catastrophe or total damage, it wi11 
affect the general insurance industry in India. So. we 
take a very cautious and conservative approach in the 
~emie that we do not retain more risk than we .can man-
age. Over ~ !)eriod of time. the percentage of retention 
has beengoln~ up .... Our Policv of heing- cautiollli ha .. 
actually paid off ... . 

In the case of INSA T l':'A, the paymont of insurance claim. 
was Rs. 64 crarC&. When the damage occurred, we: 
were able to recover Rs. 63.5 crores from foreign reo. 
insur-ers which means we .lost only Rs. SO lakhs. In the 
case of ONGC Sagar Samrat, the insurance claim paid 
by us was Ibt. 57 erores and we were able to recover 
As. 56 crores from the foreign reinsurer. This only 
shows that our cautious approach has paid us well. The 
retention of business has also gone up. In 1982, it wa!J 
83.2 per cent; in 1983, it was 84.9 per cent and in 1984. 
it is expected tCl be 88 per cent." 
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7.14 The CommitCee note dIan an Expert Committee appointed 
,by the General Insuraaee Corporation Of IDdia recommended in July, 
1975 that the long term ·objective of the Indian market should be to 
establi~h itself as a market providing reinsurance capacity for world 
wide business and particularly for the business emanating from the 
-developing countries and to earn increasmg volume of inward n~insur
anee premhun with the object of providing Det invisible exchange gain 
for the country. That 'Expert Committee had also recommended that 
10 view of the country's acute foreign exchange problem reinsurance 
trading operations should be on a selective basils to ensure profitable 
results over a relatively shorter period of time than is aBowed .der nor-
mal international practice. In the- opinion of this Committee,the recom-
mendations of thf' F.x~~rt Committee were folluwed more in breach than 
in observance as GIC during a span of 8 years from 1976 to 1983 faUed 
to increa~e the volume of inward reinsurance premium as is evident from 
die trend of foreign exchange drain during this period. The totul 
outgo from premium income received in India was more than 100 per 
cent and upto 111 per cent during the years 1976 to 1978 and between 
90.6 per cent to 98.3 per cent during the years 1979 to 1983 except". 
of course, during 1981 when.it stood at 84.5 per cent. The Committee 
' ... el that keeping in view the past results there seems very little lil<rii-
hood of Gtc tllming the comer soon as far 8.4i inward reinsurance- is 
concerned ali the Ministry had itself admitted that ''the capacity of 
GIC and it!; subsidiaries to accept reinsurance from abroad is limited 
and bence lead cannot be provided for various reinsurance require-
ment!; of forei~ countries." 

..... , 
7.25 ne Committee note that in Apn1, 1976, the Corporation had 

!':et lJefore itself the objectivc of maximisation of retention of premiulD 
in India .while making reinsurance arrangements. On an analysi'i of the 
fi~res of the premium collected and the.,per.centage of retention. the 
Committee find that during the years 1978 to 1982 the percclltur,l' of 
retention in the case of Fire instead of increasing declined from 84.44 in 
1978 to 80.8 in 1982. Similarly in the case of Marine the retention of 
premium in India came down from 75.09 per cent in 1978 to 70.6 per 
cent in 1982. It is ~ing to note that the insurance industry retain~ 
100 premium in respect of motor insurance and fire where small risk is 
involved.. It has, however, been obse"ed that in the case 01 large fire 
risk~ inl'omng five Cbemical, Petro-Chemical and Fertilizers Indnstries 
the retention did not increase during the years 1978--81. In 4 cases out 
of·5 retention decreased in 1981 despite major portion of underwriti!'1g 
profit being on Fire portfolio. 

, '7.26 The Committee' have also observed that general insurance 
industry is bein~ called upon to underwrite taller individual risk. 
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concendng satellites. off-shvre oiloodrDHng platfonns, large aircraft 
of DadoDsI and international airBnes. soper tanken, etc. GIC has 
p1eaied that place.aent ofrelasul'llDCe outside the market for large 
risks beyond their Hpadty is Inevitable and SBeb reinsuraace ces-
sions may not lie viewed purely In the Ught of foreign exchange drain. 
In the case of Satellites and aeroplanes where greater 'ri4iks are involv-
~d and the chances of loss are much more. almost 99 per cent and 
94 per cent l'cspectively of the total value is reinsured. lastances in 
view are of INSA T I-A and Sagar Samrat where Rs. 63.5 crores out 
of Rs. 64 crores and Rs. 56 crores out of Rs. 5.7 crores of the rea'iU-
ranee premium were, respectively. recovered. The aproach of die 
Corporation in this reJ!ard is apreciable but there Is also no denying 
the fact that with the advancement in the field oJ latest technology the 
chances of mishaps are also becoming less and 1es.4i. The Committ~~, 
feel that the Corporation should have thorough review of the reinsu-
rance programme in the light of the latest technical development4; i .. 
the varfOD.4i fields and find out ways and means to increase retentions 
keepin~ national interest In view. 

7.27 The Committee note that one Of the obiectives of rein..cmrance 
policy was that in respect of business ceded outside India, the insurer 
sholiid secure the best tenns and reciprocity. From the result-; of the 
business ceded outside India. the Committee find that the Corporation 
has not handed the business according to sound busine~ principles. The 
ontward flow of foreign exchange was mnch more a.~ comP1lred to the 
inward flow. It is also evident from the fact that durine 1982 the Corpo-
ration earned a foreign exchanj!e pin of Rs. 1371 lakhs but in 1983 it 
suffered a huge exchan~e loss of Rs. 1652 lakhs. In other words. t)1" 
Corporation instead of steppin~ up Ms gain incurred a cumulative foreiJm 
exchan~ less of R~. 3023 lakhs (Rs. 1371 +1652 lakhs). ShoDarly in 
the case of reinsurance husiness accepted from outside India. the Corpo-
ration had been experiencin~ foreign exchan~e drain continuousl:v for the 
last 8 .vears ffom t 976 to 1983. From a mere excha"J!e loss of Rs. 6lakh 
in 1976 it reached a colossal Joss of Rs. 433 Jakhs in 1983. There was 
802 % in('lrease in exchange loss durinr 1983 alone as from Rill. 48 
takhs in 1982, it reached a sfunninl[ fi,are of Rs. 433 lakh'l in 1983. 
It seem\! that the Govemment have not even taken a serious note of this 
incessant forei~ exmanee drain. This huee drain itself speak" voluml's 
abo~t how the principal of reciprodty of business ceded outside Indlll 
worked in comparison to the business accepted from outside India. 

7.28 The Committee therefore. feel that unles, .. the outflow of 
fore~ exchan~e Is checked the continuous drain wDl continue to 
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adversely affect the foreign exclumge reserveR of the cOUDky. The COlD-
mlttee desire that in view of IacUa's acute foreign exchange problem 
mitable measures should be taken UlgeJltly to in~ the inward busi-
nes so as to strike a favourable balance between the outward and in-
ward flow 01 reinsurance business. 



CHAPTER, VDI 

INVESTMENTS 
8.1 The Corporation genera~ funds by way. of dividend from 

subsidiaries investment jncome and business income. The surplus funds 
are estimated after considering the estimated inflow of funds from the 
alx>ve sources less outgo for expenditure both revenue and capital, tax 
payments, payments of dividends to Government and redemption of 
preference shares. These surplus funds (Rs. 43.25 crores in 1981) 
are invested by the Corporation. 

8.2 Prior to nationalisation, the insurance companies were free 
to 'in:vest their surplus fundI! as long as the proviSions of the Insurance 
Act,' 1938, were complied with. These provisions required an insu-
rance company to make investments in. "approved' investments~, 
which' broadly comprised secured debentureslcumulative preference 
shares on ·which interest!dividend was .paid, or shares on which dividend 
of not less than four per cent was paid,' for the preceding five years. 
Assets could be invested otherwise than in approved investments within 
the limit of 2S per cent of the, assets and with the consent of all Direc-
~. ~ 

8 .3 After nation alisation , the investment policy of the General 
Tnsurance Tndustry 'has heen governed by the above provisions of the 
Insurance Act as well as specified guidelines issued by the Govern. 
ment from time to time. First such guidelines were issued in May 1974, 
which broatlly stated as under:-

(a) At least 25 per cent of fresh accrual of the investment funds 
c;honld be earmar~ed for investment in Central Govern-
ment Securities. 

(b) The balance 75 per cent may be invested in 'approved' and 
'un-approved' inve.~tment as defined in the Insurl*tce Act. 
Investments in ordinary shares. however. sltoulld not ex-
ceed 25 per cent of,the balance 75 per cent. 

'(c) Each investment should be considered on its own merit 
an(J the question of any ccmsideration of getting insurance 
business should not influence the decision. . 

8.4 The above gu~~1ines were revieWed in December, 1976 and 
revised guidelines for i~vestment were issued as follows, effectives 
from:· \ 977 onwards: . 

log 
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Percentage of 
frem ann .... l accruah 
of the inve.tible fundi 

I. Central Government Scewitiea 115'00 

II. State Government securities and other ApproVed. Bonda 10' 00 

111. Loans to Hl>\IIing and Urb ,n nr:vrl0Pment Corporation 55' 00 

IV Market InveluQt:nla 

Total 100'00 

From 1st lanuary 1978, Item No. (11) of the guideline was ampli-
fied to include not only State Government Securities aud othec approv-
ed Bonds but also Bonds and Debentures issued by v.arious Public 
Sector Undertakings. 

Item No. ITI was modified to cover (a) Loss to State Goveromeats 
for Social Housing Programme to the extent of 20 per cont and (b) 
Loans to Housing and Urban Development Corporation to thee~ent 
of 15 Per cent. By a decision taken at an inter-Ministerial meeting 
in June, 1980, Joans to State Governments for capit4J. ex.penditure 
on fire fighting equipment were included in the proportion fixed 10. 
loans to State Governments for Social Housing Programme. 

8.5 The break-up of G.I.C.'s total investments as at the end of 
years 1976-1983 as given in Audit Report (1982) and updated by 
the Ministry of Finance in Iuly, 1985 is shown in the- statement at 
Appendix-fit 

8 . 6 The actus! investment~ of the Corporation dUrlIlg the years 
1977-1983 under the various categories of investments outlined in 
Government guidelines are shown in the statement at Appendix-IV. 

8.7 The Committee have noted from the statement at Appen-
dix-IV that the guidelines issued by the Government for investment 
were not followed. The investment in Central Government Securities 
and State Government Securities was much Jess or much more than 
the percentages presecrihed in the guidelines. For example, in the years 
1'979, 1980 and 1983, the investment in Government Securities was 
16.2 per cent, 19.6 per cent and 14 per cent only instead of 25 per cent 
prescribed. In 1982, it wa..~ as high as S3 per cent. In case of market 
investments during 1979 to 1981 and in 1983 the percenh~geof in-
vestment was much more than the prescribed 30 per cent. 

8.8 The Corporation infonned Audit in November 1982 that the 
shortfall was due to the !"Casons that while investments were matle in 
the course of the year depending On availability of suitable avenues 
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of investment from time to time, the figures of net inflow for the entire 
year were available only aiter the finalisation ot the accounts. As rea 
gards the observations about market investment being more than 3v 
per cent, the Corporation stated that the excess was mainly because the 
past accretions upto 1976 (prior to application af revised guidelines) 
were converted into investments in equitylpreference shares, deben-
tures and loans to improve the yield. 

S .9 On an enquiry as to why the Insurance Companies have not 
adhered to the prescribed percentage of investments in Government 
Securities, the GJ.C. in a written note informed as under:-

"The figures of actual investible funds i.e. the "net infiow" for 
a particular yea Me available only after the accounts for 
the year are finalised sometime in May/June of next year. 
Therefore, investments in the course of the year upto the 
prescribed percentages are made on the basis of· budgeted 
accretions, and any shortfallj/excess in the investments in 
various categories is made goodjadjustedin the subse. 
quent year, the position being specifically brought 
to the notice of the Board of Directors while presenting 
the annual investment budgets." 

8.10 It has been further stated by G.I.C. that fresh issues of secu-
rities are floated only 3-4 times in a year by Central Government zd 
onCe or twice in a year by the State Governments. As and when new 
issues are floated, the amount to be invested on each occasion is deter-
mined after taking into account the invesUllents already made during 
the year and available funds as per budgeted accretions. Investments 
in other approved securities, bonds and debentures Of public sector 
undertakings are also made likewise as and when they are 11oated. 
Since the 'net inflow' for the ye~ is determined only after the end of 
the year, the investments made during the year do not exactly work 
upto the prescribed percentages, and a spill over from one' year to 
another becomes inevitable. The shortfall I excess is, however, made 
goodjadjusted in the subsequent yeal and over a period, the invest-
ments made comply with the percentages prescribed in the Govt. guide-
lines. 

8 . 11 As regards Central and State Government Securities, Gle 
has stated that some of the State Govt. Securities acquired in the past 
were sold in 1977 rmd the sale proceeds were reinvested in other ave-
nues with a view to improve the overall yield. This position was taken 
note of in a meeting held in the Ministry of Finance on 6th March, 
1978 when it was decided that the net total investments in Central 
and State Govt. Securities • at the end of 1977 ihould be maintainecl 
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and further, accretions added in future years. The positio.nregardillg 
further accretions from 1978 to 1983 and actual mvestments made 41 
Central lI1d Stilte Securities during the same period are indicated 
below:- . , , 
-.-,---.-----~--,- -"- .----

(Rs. in'lakhs») 

(I) Accretions during 1978 to 1983 

(a} !llVcstlllents requirt"d to lJ(' made in C{,IIIH.1 Gnvl. St'(:111 il;' s ,".1 

23% of (I) 51i.t5 
, , 

(3) Actual invl".tlllcntl in Cent!'al Govt. ScClirititl6 dUring 197a 1<) J !)li:J, ,6u97 

(*) Investments required 10 be made in slate G<lVt. Stew itiu (Ie. :.t 
.10% Of(I) • • • • • ':' • " !l2~8 

(5) Acl~l investment in state Govt. securities ett.durin!J 197H to 198!f ~S2 

, . 
8.12 According to OJ.C. taking the cumulative position over the 

years 1978 to 1983, the investments in CentnA :Govt., Securities and 
in State Govt. Securities etc., .conform more or less to" the prescribed 
minimum percentlMes. 

8 . 13 As regards the steps taken to remedy the situation, OIC has 
stated that in order to bridge the gap between the 'prescribed percen-
tages of accretions for the year and actual investments during the year 
as far as possible, they have now introduced a systemofquarteriy 
review of accretion Of investble fnnds b~ on IllOIithly" cashflow 
statements, so that investments in different" categories" could be ad juSt:ed ' 
suitably to bring them upto the prescribed percentages as far as pos~i
ble. 

8 . 14 On an enquiry whether any difficu) ties 'have been experienced 
in implemenuaion of the guidelines laid dQwn for investment of funds. 
the Chairman of Gle stated in evidence:- " 

"The guidelines say" that we should invest 25 per cent of our 
cash in the Central ,Government securities. I frame 
budget and on my" budget.;d cash accretion. I decide ,to 
invest 25 per cent,but' the "actual cash generation wa.!\ 
more than the estimate; and therefore if I have, invested' , 
on the basis of estimate, it is a little less than the actua1. 
The difference I carey forw~d to the next year .... Over 
a period it adjust. There ,is no shortfal1.." 

8 .15 In this connection, the Additional Secretary, Ministry of 
FinallCP, (Insurance Division) stated in eYidence:-

"At the beginning of the year' they make an asse.~srrient Of the ' 
accretions~ Sometimes 'they! find that there is wide diffe~ 

, . '. " " ! • I~ 
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ernce between the anticipllted accruals and the actual 
accruals. I wauld give you the magnitude. 

---, .. ,--------"-----------------------_.--
Year 

1976 

1977 . 
1978 

Ig81 

19B!! 

1983 

Budg~tr.d Actual 
accrual ill crores 

ofrllpec:a 

IO'7S I~' 13 

14- IS'OS 

13 IO'~9 

25 43'50 

52 51' II 

44 63' 64: 
----

This only shows that during the course of the year it is very 
difficult for the OIC to ensure that at each point of time 
the investment is in accordance with the percentage laid 
down in the guidelines. They m-e able to make out th~ 
discrepancy o:.lly when the accounts are closed. Over the 
years it has been ensured that the guidelines have bee] 
adhered to. From year to year there is difficulty. The 
actualls do not necessarily conform to the budgeted accrual 
figures. ActLal ~ccruals to OIC are dependent on the 
anticipated premium and the claims experience which 
bring valrlations over budgeted figures." 

8.16 When asked whether there was any deviation from the pres-
bribed norms because of more profitability in investment in the privato 
sector, the witness stated:-

"Sometimes in 1979-80 it so happened that there were more 
funds with the insurance companies and they were ,not 
able to find sufficient investment opportunities. At that 
stage, they were parking their funds in short terms. Such 
investments comprise a number of items like preferential 
shares, debentures, term loans, re-discounting schemes etc. 
So, when sufilcient investment opportunities were not 
available and a lot of funds were forthcoming imme-
diately we parked those funds somewhere. That is why 
in certain years, the percentage instead Of 30 has become 
53. 

, Secondly, it is, on account Of inaccur~te budgeting ., and psrtly 
because of uncertainty involved in the system itself. Tba 
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accruals ate know,Q. at the end of the year whereas the 
budget is PJeP3led voty m.uch in advance. That is why 
these discrepancies crop up and not on considerations of 
profitability. " 

8. 17 When asked as to why steps were not taken by GJ.C. to 
ensure that the funds are invested in the Government securities rather 
than into the open market investment, the witnCS6 .. inter alia stated;-

"There is a peculliat"ity about the general insurance business. 
It is very much affected by the claims' experience which 
varies from year to year. In the crISe of LIe, my recol-
lection is that accruals and actuals are very close to each 
other. 'Ibis happens because in the case of LIe, you 
have CQIltracts on long-term basis, and ono can reasonably 
anticipate a certain level <Yf claims coming up. That 1s 
why there is not much variation between the budgeted 
figures and the actuals. But the general insurance busi-
ness is susceptible to a number of fa:tors which do not 

• prevail in the C8fO of life insurance business. That is 
why. there is a wide variation between budgeted figures' 
and the actuals. But I concede at the same -time. that 
there is Ii need for closer monitoring by Gle so that the 
variations betweeJl budgeted figures and actualls can be 
brought down substantially." 

8.18 In tbiJ connection, the Secretary, Ministry of Finance 
added:-

"'Ihe time when the States go to the market for raising lams, 
etc. is generally 14ed. It is not that they go at any time 
of the year. Even when the Government and othl!r 
semi-Government organisations go to the market, there 
is also If fixed time of the year when they are pennitted to 
do so by the Reserve Bank Of India. When the surpluses 
emerge and there is a difference between the estimates and 
the act.uals, these can be invested on a short-term basis on 
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what is ~ailable in the market for investment. This would 
need a little more stricter monitoring to ensure that if 
not in the same year, at least in the next year, the diffe-
rences are corrected. We would have to watch over a 5-
year period so th. whatever is the abcn:atiollS of one year 
it does get corrected in future. From the Government 
side, we will introduce stricter monitoring of the invest-
ment programme." 

A. State-wise Break-up of Investment in Stille Government Securities 
and Other A pproved Securities 

(i) State Government Securities 

8.19 The State-wise break up of investments in State Govemment 
Securities at the end of 1979 to 1983 is shown in the statement at 
Appendix V 

8.20 According to Audit out of 21 State Government securities in 
which investments were made, investment in five State Government 
securities accounted for 73.7 per cent. (V.P. 21.4 per cent, Maha-
rashtra 26.9 per cent, Gujarat 9.5 per cent, Andhra Pradesh 8.7 per 
cent and Kerala 7.2 per cent) of the total investment at the end of 
1981 and the balance 26.3 per cent was· invested in 16 other remain-
ing State Government Securities. 

8.21 G.I.C. informed the Audit in July 1983 that-

"The investments in 1981 in Securities of 5 State Governments 
mentioned by Audit happened to be in l~ger amounts 
beclJUse the loans floated by them were also of larger 

amounts, as compared to others. Steps are beingt*en 
to allocate larger amounts for investment in the Securit i 

of less developed States." 
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8 .22. The break-up of investments in State Government Secu-
rities and other approved b,,1nds at the end of each year during 1979 
to 1983 is shown 'in the statement ~t Appendix VI. 

8 .. 23 From the details ~hown in statement at Appendix-VI, it 
would be seen that invesbnent in other approved securities of 
I. D . B . J. and I. C .1. C . I. was 74. 1 per cent (1. D. B . I. 48.7 
per cent was in other 13 approved securities. 
per ~t and I.C.l.C.il. 25.4 per cent) in 1981 and the rest 25.9 

8.24 The Corporation stated (July 1983) that I.D.B.I. and 
I. C .1. C .1. were all India Financial Institutions making specific 
requests for longer support ~ coming in the market 4 to 5 times 
in a year with large issues. 

8. Loailsto HUDCO. D.D.A. and State Governments for 
Housing Progrpmme 

, 8.25, The amount of loans of. these categories outstanding at 
the end of each of the years 1977 to 1983 was as under:-

"-. 

Year (Ra. in lakh.~) 

1977 Nil 

197ft 4115·11Cl 

1979 8gS·IO 

t980 16°9.96 

1981 955S'44 

1982 3556,42 

1983 5°39. 13 

g.26 As per guidelines issued by Government in 1978, 35 per 
cent of the annn. accural of funds had to be given as loans to State 
Governments for Social Housing Programmes (20 per cent) and 
Loans to Housing and Urban Development Corporation (15 per 
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M.27 it would be se.=n from the above table that there were 
wide variations between the amounts sanctioned and the amounts 

disbursed. It hu also been noticed that there was delay of 4 to 6 
months in disbursement of loan to HUDCO, DDA and State Govern-
ments. Norms of Investments prescribed by the GoveItlBlent were 
also not fulfilled. as indicated below:-

-- ---- -_. 
Year Nurm S"nction Pisburscmcn \ 

----~--------_ ...... 
1977 ~% Sf·6% NIL 

1978 35% 35·4% 337% 

1979 35% !H·9% lI~J.5% 

IgSO 35% ~·9% 10111.1% 
Ig81 35% 115·'% as·a" 
Ig82 35% 1l3·a% Ig.8% 

198, 35% :'&1·7% ,1.8% , 

-----
8.211 The Ministry informed the Audit in June 1983 that-

"Loans to State Governments for housing and to HUDCO 
are included in the socially oriented sector of the Plall. 
Their allocation are settled at Inter-Ministerial meetings 
atteDtHed by repr.esentatives of the Planning ~o~ 
sioo and Ministries of Finance and Works and HoUling. 
The exercise of ali>aatiou of these loans is n~tmally 
taken up in the beginning of the financial year but the 
process is sometimes delayed due to non-availability of 
feed-back reports on utilisation of the loans granted 
during the preceding year. Even after the allocations 
are made, delays in disbursements may occur as State 
Governments and HUOCO have to complete certain 
formalities for lifting of the loans. This accounts for 
variation between sanctions based on norms and the 
disbursements in a year. 

'.rhe variation between sanctions and disbursements in a year 
as .also the difference between accruals based on budget 
estimates and actuals. do not, however affect the quota 
for various sections of investments envisaged by the 
gui~lines as the shortfa111excess invested in one year is 
adjusted in the following year." 
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8 .29 Asked if there was any possibility of alloting these invest-
men~ to the regions where more business was generated, the repre-
sentative of the MiniStrystfted in evidence:-

"Under the State Government and the Centr.al Governm.ent 
securities the funds are invested iti such a manner that 
every State Government gets a :reasonable proportion. 
No State Government will be able to complain. In tho 
socially oriented Sector the allocation is made by the 
Planning Commission in consultation with the State 
Governments. Now some state Governments may not 
want funds under each scheme. Some State Govern-
ments may want funds for sewerage, electri.city, housing 
and so on and so forth in accordance with their own 
priority. So the Planning Commis..t;iOn does allocation 
in consultation with the State Governments." 

The witDcss further added:-

"There fire State Governments who under the 'Housing loan' 
are able to get far more than their share because other 
State Governments were not vigilant. Some State Gov-
ernments d'o not have schemes and they do not project 
their requirements. Now we are making sure that only 
a few State Governments do not get away with tbe lion's 
share but others :11so pick up the loans. We are taking 
a stand that every State Government should get its due 
share." 

8 . 30 When enquired about the steps taken to correct the im-
balance in the State to State investment in their social programmes, 
such as housing, loans to HUDCO, the GJ.C. in a written note has 
informed as foItows:-

"Sectoral allocation of funds earmarked by GTC/LTC for 
investment in housing programmeR is decided every yea .. 
in a meeting of the representatives of LIC, OTe. Plan-
ning Commission and Ministries of Finance. Works Ie 
Hou~ing, and Transport after taking into account and 
plan priori tie... and other factors including the require-
ments of different States and HUDCO and the J)Osition 
regardift2 netual utilisation bv them of funds allocated 
earlier." 
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8.31 TIle Committee note that the Investment policy of General 

IDsurance Industry is govemed by the provisions, of the Insurance Act, 
1938 and the guidelines issued by the Govenuneot of 'Iladia durin~ 
1974. 1977 and' 1978. AccOrding to guideHnes' issued by the Central 
Govemment, tbe following percentages of fresh annual aeerual of 
investible funds are required to be earmarked for investment during a 
year in the following mannen-

I. C.!<-ntral Government Securities 1 115% 

2. St,· te GOVf'rnment Srcllritie. and otlM'r apprOVNl Bonds and De. 
b'lI t1Ires is~u('d by Public SCCIOT Undcrt:.killgs. 10% 

3. In,n! to State Governments for Socbl Housing ]'rogrammrs 110% 

4. I .... ,·YU to Hltl~ing Dnd Urh3n De\'Clopl!lt'llt Corporation J 5% 

5. l\{'.ITk"t Invrslments 30 % 

8.3% The Committee also note that these 'guidelines have not been 
scrupulously observed b,Y the Corporation .. it. subsidfari~ in 
makina investments even in the approved sectors. The investments in 
Central Government Securities and State Government Seeurltles wert: 
either much less or much more than the prescribed percentage.! 

8.33 From the stateme"ts at Appendices In anc1IV. the Committee 
find that there are wide variations in the investments made in the State 
Government Secllrities and other approvM Securities from the pre. 
cn"bed Dorm of .1 0% • The Committee feel that the very purpose I of 
prescribinl! norms or for .aY"2 down RUidelines for maki~ invest-
ments is defeated, if ,tilese are respede(l more In breach thaD-in obser-
vance. The Committee ur~ that in futtlre the 2Uidelines issued bv 
Govemment sholild be meticulouslv fonowed and lasunmce Companles 
should adhere to the prescriltf'd percenta~e of investment. in approved 
5eellrities. Wherever a serious departure is to he made, the matter 
should be brOD~ht to the notice of Central C;ovemmenr and its prior 
appfovaJ taken. 

R,34 From the investments made ;n ithe State Govemment SeclIri-
ties at the end of earh year from 1919 to 19R~. the Committee find 
that ~'OII1e State Govemments received preferential treatment at fhe 
CO!!t of others. Ollt of 1.1 State Goverment securities in which invest-
ments had been made. Jnvestment~ in six ,State f"...oveml1lent Securities 
accounted fOr 63.~ per cent in 1980. ! State Govemnwent securities for 
73.7 per cent in 1981~ 4 State,!:ovemment Se<'lIritfes for 47 per cent 
in 1982 and !!.1 Per' cent In 7 state 'CwOvemment Securities in 1983 
of the total investment5. In 1980 anel 1981 the share Of 11 StaflPt 
Governlnents and 14 Stafe' GovemmentS re~ecflVelv was less than 
even 3 per cent. The Committee are not happy over the wide dlqKI-
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rity in tbe matter Of investments in GOVemmeDt securities "'owin~ 
preferential treatment to some States over others. They are also not 
satisfied with the explanation offered that the figures of actual innst~ 
bl~ funds for a particular year become avaDable only after the account~ 
for the year are finalised in May-.June of next year. The investments 
during the year upto the prescribed percentages are made on the basis 
of budgeted accretions, and any shortfaU!excess in the investments in 
vsrious categories is made good I adjusted in the subsequent year.· The 
Committee feel that this arrangement is not fool-proof for ensuring 
investments as per norms prescribed and is likely to result actually in 
imbalances in invesfmfnts. The Committee urge the Government to 
evolve a system whereby the 'accruals may be estimated in a more 
scientific and realistic manner so that the aduals may turn out more 
accurately. They would also like that GIC investments are J!IUlde 
evenly in State Government Securities. It is, however, heartening to 
note that with a view to bridge the gap between the presCribed percen-
tages of accretions for the year and actual investments during that 
year a system of quarterly review of accretion of invesbole funds based 
on monthly cashftow statements has been introduced by G.I.C. which 
may help to some extent in correcting imbalances in investments in 
different categories. 

8.35 Similarly, the investmen~s at other approved securities of 
ICICf and IDBI accounted for 74.1 per cent and the rest 25.9 per 
cent was invested in other 13 approved securitiC$ in 1981. In 
1982 and 1983 the investment in IDBI, JCICI and IFC put to-
gether was 86.2 per cent and 79.6 per ceot ftSpectively. The remaining 
investment of 13.8% in 1982 and 20.4% in 1983 was made in other 
12 and 15 approved securities, respectively. The Committee are not 
coovinced with the fessons advanced by the Corporation that IDBI 
and ICICI are all India Finaocial Institutions maldllg specific requests 
for longer support and coming in the market 4 to 5 times in a year 
with large issues. The Committee need hardly stress that the guilde-
lines should be strictly adhered to in future and a lew; institutions should 
not get undue share at the cost of others. 

8.36 TIle position regarding loans sanctioned and disbursed to 
HUDCO, DDA and State Governments during the years 1977 to 1983 
is equally disappointing. An analysis of the figures of loans sanctioned 
and actually disbursed show that the loans actually disbursed during 
1978 to 1982 fell far short of the sanctioned amounts. Further there 
wallt delay of 4 to 6 months in the disbursement ef the loans to HUDCO, 
D.D.A. and State Governments and the norm of investment of 35% 
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preserlJed .y tile Gcm:rDIMDt W85 never hI .. d. Thepel'ftDtage of 
disbursement of loans to these bodies which was 33.7% in 1977 slum-
ped to 19.8% in 198Z. 11ae argument of the Ministry that "there are 
State Governments who uader the Housing loan are able to' get far 
more tbaa their sbare heeause otIaer State Governments were not vigi-
1ant" has DOt found favour with the Committee. The Committee feel 
dult it is unfair to favour certain States in dislegard of the interests 
of odIers. The COJIImittee desire that vigorous etforts _ould be made 
to plGlDOfe hoosi. schemes ..... Iy in all tile States and slept shoold 
be taken to ~ as far as possible, equitable distribution of loans 
to SCates for housing schemes. keepiag in view, of coure, the size of 
the States. 

8.37 With regard to delay in disbursement of loaDS to States ek., 
the MiDistry have stated that the exerciw of allocation of loaDs is taken 
up ill tbe begianing of the Ji"iaaacial Year but the process is delayect 
doe to DOll-availability of feed·back reports on utilisation 0' loans 
wanted during the precediag year. The delays in disbursements also· 
occur 85 State Govemments and HUDCO have to complete certain for-
maUties for lifting the loans. The CoDUllittee desire that with a view 
to overcome daese Impediments lOme time-bound programme shoold 
be preteribed by the Corporation in C8IISUltatilon with the State Gov-
emments and HUDCO to complete all formalities in resped of JoaD.1i 
given in preceding year and for lifting loan sanctioned. for\ the current 
year within a stipulated time schedule to ensure timely disbBnement of 
IoIlllS to the State Govemments. HUDCO etc. for the desired pur-
pGIe. 

NEW DELHI; 
November, 1985 
Kartika 15 1907 (Saka) 

-.Y. 

K. RAMAMURTRY. 
Chairman, 

Committee on Public Undertakings 
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.U'JIIMID D 

(I'M ~ragra~ No. 4.51 of the &eport) 

T.,g( ,..,."", 

Subject 'Oale (rom ",bich last 
reviled 

------------""-- ----~-----.--.-.. --
I. MOTOlll>BPT. 

Indian Motor Tariff • 
U. FJJt.B DEPT. • 

(a) All India Fire Tuifl' • 

(b) CoDsequentl.1 Loa (FUe) Insurance Ta riB' • 

(e) PetrocbeJllic:a1 Tariff • 

(d) ExplOlioD (Fire) Tnlft' 

(e) &UIehoId Coaaprebelllive Policy ~de Mu1ti 
JUIk Policr 8bcIpkepen Comprebealhe Polley 
Traders Coaapoliee Policy • 

nr. MAlUNE DEPT. 

sun. Veala (Hull) 

S.Jlins Vessell (CarlO) 

• 

• 

IllIaDd TraDiit IJllurana (&aie Cover) ltI ilJlto,ad 

M!'rine Hull IlburaDce 

";l'iablq Velsela 

31• 111• 1978 
Feb. 1978 

31-3-1976 

1-1-lgBl 

1-1.1977 

31• 11t•19" 

Sept.l~· 

1-9-1975 

··7-l glo 

Oee.1975 
11t-B.1976 

31'!l-lgIs 

31'l-l tl3 
31• 10-IgB, 

JalYIOS-
1"'9-1975 
1.1-1977 

1.llt.lgSl 



IV. MIS(lEU.A,NEOUS I>EPT. 

Ca) .Personal AcclcleDtTarilf' ,1-3-1979 

(b) Workmen's CompeDsation (Employer. Liability) 
JD"uranc:e • • 1-S-lg8lZ 

(110% reduction ia ratta) 

(e) B:&nlcers' IncleJJlDity Insurance 

(d) Oarril!rs upl Liability 

(e) Coaupultory Third Party Liability Insur&nce-
Inlund Steam Vessels. • • • • 

V.: ENGINEERING DEPT. 

Boiler JxplOllion. • • 
Contractors Plant" Jhehinery Tariff 

Machinery Brealldown (Electrical hem) tarllf'. 

Marine.cum-EreetionJStorage-cum/ErecrioD. • 

VI. COLO STORAGE (POTATO) TARIFF 

(a) MachiDery Breakdown 

(b) tleterioration ofstocb 

• 

31'3.1978 

- . 1·9·1977 
(Undei COftSldetation) 

1·11·1979 

1 .... 1980 

1-1-lg8r 

1-10'~977 

Marcb 1979 

r.10.1977 

l.rOo1 977 



UPENDlXm 
-(V'" pAiacraph No:8.5 ofiheacpO.:t) , 

$,...,.,..., "'* ui "~""'I""~~"" ~ ld'oJ 1M .', 1976" IgOS 

(Rupee. in ltkbl) 

1976 1977 1978 1979 1980 191h 19B1l 1985' 
, ._._-' -~---

I. Central Go-
\lCrnlllent 
SecllritieJ " 11368 " 117&? ,II. '9460 4'S5 5301 8005 8&801 

R. Stllte Gowrn-
anent Securitit:a. 
Otba- appro. i ved securi. 
tiea and BondaJ 
Debentures 
of Public 
Sector Corpo-
rations 1190 799 859 984 11M 1829 2180 SOil 7 

S. L:J].DI to State 
Governlllen tl 
for Sod I 
Hounng '-
Programl11~ llfo 7Gt. If If 11051 II99f 

." Lollnl to Hou-
~"ndUr-
b ·.n Develop· 
m'!llt Oorpora-
tion 405 &59 8f6 1199 Is05 SlOt' 

5. Mnket !n\lat. 
m~nt. in Bqui-2: Preference uea. Debel!. 
tureI. Term 
Lo~n.1 Fixed 
DepoIita.LoaDI· 
to Banks under 
WI. Redis-
counting Sc:he-
me and'p .ra. 
cipation Oerti· 
ficatea • BB6t- 10198 101199 11751 13587 15189 168SI 'MII 

,. 
6. Other Invett-

n&enta 4- 5 8S 108 185 IIlCi ISS 1119 

-----
Total IqaI ':n-g 101758 171M RoG51 _5001 SOl 10 sGfgl 

-_ ... _- - ~.-----

128 
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APPENDIX vo 

S/IIIem~1lI of ConclusionslRecomniendiltiom 01 lhe Committee on 
Public VIftk".InI' Ct1ItItIlned in tile Report 

Refere~ In 
S. No. Para No." 

. the R.oport 
Condusiona/Recommendations 

1 
•.. -.--.--...... -.-- ........... _--- ---_._-_._-_._----._-

1. 

2 3 
.. _-- .. _ .. -...•. ---. _ .. -._--------_ ... _ ........ _ ... . 
2.16 The Committee note that in pursuance of 

the recommendatio.ns of the Administrative Re-
forms Commission the Bureau of Public Enter~ 
prites had asked the Government Companies, ~s 
far back as in November, 1970 to formulate a 
statement of their financial and economic obli-
gations/objectives clearly. No such statement 
in the form of a document has so far been pre-
pared by the General Insurance Corporation 
(GIC) and got approved by the Goverrunent. 
The Chairman of the Corporation clarified 
du.rint~ his evidence before the Committee that 
the full document on the objectives, strategy 
and action plan etc. was at the draft stage. He, 
however, stated that the draft 'Approach Paper' 
for the period 1984-$ has been prepared and 
broad objectives, the industry has set for itself, 
have been spelt out therein. The Committee are 
unhappy over this inordinate delay and dc!;in' 
that the objectives and obligations of the Cor-
poration should be formulated and got approved 
by the Administrative Ministry without any 
further delay so that the areas of operation are 
clearly known and the Corporation and its' sub-
sidiaries are able to set targets, frame their pro-
grammes and execute them ill a pre-determined 
manner and also assess the growth of their 
activities at periocUc intervals all realistic basis . 

.,.,..---.~.- .. ,.-.- ... - .. -.---
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form:ltion given by the Secretary of the MiDis-
. _.'.' ... try. q(rj~lic~ ~ 1~ .qis .eyi4~~ . that the GdfaJ. 
. ' rn90tan~J Chtpbrattcm does' riot cdme within the 

2.18 

purview of BPE· on the groWld that 1t is a finan-
cial institution and guidelines issued by the 
BUftBU . are' thuS not applicable to the COrpora-
tion automatically. The Committee do not see 
much lo'gic in this argun1ent and are not able t~ 

.. ~ appreciate this line of approach. The Commit-
tee arc of the view that since BPE instructions ~ 
are well thought out from commercial angle ~nd 
are based on important considerations besides 
bringing about uniformity in practice, it should 
be desirable on the part of all the public under-
takin~ Including nationalised financial institu-
~ to follow them in the nonnal circumstances. 

In the opimon of the Committee, there should 
be no difficulty in following BPE guidelines by 
undertakings engaged in ftnancial business un-
less the guidelines are totally unsuitable to the 
special nature of the business transacted by the 
undertaking. Where it is not feasible to follow 
the guidelines, the undertaking should bring 
the matter to the notice of the ·administrath"(> 
Ministry and tAke their sDecific approval. In 
view of the evidence of the Chairman of Gte 
that the Corporation was at the draft stage of 
ihe document on objectives, strategy and action 
Plan, the Committee feel that the 'guidelines and . 
instructions issued .by BPE should have been 
followed by GIC in letter and spirit. 

The Committee note that not only Corpora-
tion has not formulated its economic and finan-
cial objectives but also it has not prepared and 
gClt appl'tlved the Corporate Plan which could 
ghpe a proper directive to the Management to 
watch al1~ satisfya:hout its performance and 
growth and also ot each of its subsidiaries. The 

Committee desire that the Corporate Plan -_ ... - --_._. ----
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which .1" long over du~should immediately be 
drawn u);' and got approved by Government. 
The Committee would like to be apprisOO. of the 
action taken in this behalf. 

The Co~ttee note that the crop insurance 
scheme on individual approach basis was first 

taken up as a.n experimental measure in 1973 
but was abandoned in 1980 after incurring a 
10:;9 of Rs. 33.34 lakhs, as the scheme was found 
impracticable. A pilot Crop Insurance Scheme 
on homogenous approach basis was taken up by . 
GIC in 1979 with the State Governments parti-
cipating as coinsures to the extent of 25 per 
cent but the coverage of the scheme till 1981 
had been very meagre in as much as the insur-
anCe affeded ,was only' to the extent of Rs. 2 
crores as compared' to the total value of agricul-
tural production of about B.s. 20,000 crores per" 
annum in the country. Similarly the area of 
land covered under this scheme in 1983-84 was 
87,296 hectares as against 16,000 million hectares 
of cultivable area of land available in the coun-
try. The claims paid during the years 1981-82 
and 1982-83 as compared to the premium collect-
ed wel'e very much on the high side and the 
claim ratio in i982-83 had reached an astronomi-
cal figure of 238.46 per cent. 

The main reasons for the high ciaims ratio, 
as stated by Corporation, are heavy rain, water 
logging, root rot and wilt, low mois~e, drought, 
high vclodty winds etc .. The high loss ratio is 
stated to be an inherent feature of this scheme 
because of its coverage being restricted only to 
selected areas and selected crops, and the pre-
mium rates having been ftxed at a low level due 
to pQor p~ying capacity of the farmers. As a 
result, the adverse claim ratio was likely to con-

._-----_._---
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ti~u. till crop insurance was aot implemented 
on • country-wide scale. 

The Gle is repo~.to have brought to the 
na&ioe of the aa..mment as far back 81 in 

,October, 1981 Uaat it was not the right agency 
for transactlng crop insurance on a large 8Cff1e 
or on a 1., term buls. The view of the GICis 
tbattbe crop insurance which cannot be tMII4.W . 
with commercial bUSiness, should be tr_~ 
by the State Government on their own accoUnt. 

; 

During evidence, the representative of the 
Corporation bas admitted that the GIe was not 
properl,. equipPed to go into the tedUllcal dl'-
taUsO! the crop insurance 8Dd as such they were 
DOt tile fit agency to undertake that business. 
Still the Ministry directed the Corporation to 
continue to conduct the crop insurance scheme 
on an experimental balis. In this connection, 

. the Committee would like to point out that 
Crop Insurance involves several factors like 
flood, drought, inputs etc. which hAve direct 
bearing on yield from the soil and af!ect the 
crops. An organisation like GJ.1C which was 
already engaged on many other activities could 
not be expected to take up detailed study of all 
these aspects or have technical knowledge on 
such matten. In the opinion of the Committee, 
there should be a rural hued organiation with 
the neceuary expertise to take up crop insur-
ance schemes. 

The Ministry of Finance has also admitted 
that under the Government of India Allocation 
of Business Rules "Crop Insurance" falls under 
the Ministry of Agriculture and in the absence 
of any other suitable ofl{anisation GIC was ask-
l'd to take initiative BDc:l conduct experimental 
schem~. The MinisttJ, also informed the Com-
mitt\le that the Minisut of Agriculture had set 
up a Committee to go into the question of long 
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term arrangement for the crop insurance and 
in its Report, that Committee had, in.ter alia ... 
recommended that the State Governments 
should take the responsibility of transacting crop 
insurance throughout the COWl-try. 

The Committee are constrained to observe 
that inspite of the fact that the GIC had express-
ed its incapability to undertake. crop insurance 
business as far back as October, 1981, GIC was 
required to carryon with the crop insurance 
~cheme all these years. 

In his evidence before the Committee, the 
·Finance Secretary stated that the Ministry of 
Agriculture was keen to have such a scheme 
illtroduced. He further stated that when GIC 
administered the scheme on a trial basis in cer-
tain selected districts the claims' were reported 
to be very high as compa,red to the premium and 
it was thus not possible for GIC or its subsidi-
aries to meet with the situation. According to 
him it was the Planning Commission which was 
taking a view as to what would be the . method 
of introducing crop insurance on a wider scale, 
what were the financial implications and what 
would be the best agency for doin'g so. The 
Committee were also informed that in the last 
meeting held on 29 October, 1984, the Planning 
Commission have not come to a final decision. In 
this connection, the Committee would like to 

draw attention of the Government to the UN 
Study (1981) on IICrop Insurance for develop-
ing countries" which has emphm."ised the need of 
a Government Unit to be the insuring organiaa-
tion in Crop Insurance. Crop Insurance pr0-
gramme is stated to be linked with other aspects 
of national policy which in many countries are 
considered to fall within the direct responsibility 
of Government. 
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The Committee cannot but deplore the 
casual manner in which the crop insurance 
scheme has hithertofore been dealt with by the 
Government. When GIC was pleading time and 
again that the Corporation was not the right 
&gency to _ transact crop insurance and had 
brought their difficulties to notice, it was the 
duty of the Government either to give proper 
guidelines toGIC for implementing the scheme 

. Or to find out and set up a suitable alternate 
machiJlery . 

The Committee are, however, glad to note 
that the Central Government have since decided, 
to iniroduce a comprehensive crop insurance 
scheme on a country~wide basis (effective from 
Kharif 1985) which will have a built-in-insurance 
cover fur all crop loans. Under this scheme, 
the Gle will act as the leading insurer and will 
establish crop insurance cells at the State capi-
tals and maintain close and constant liaison with 
the State Governments, Reserve Bank bf India, 
NABARD, State Cooperative Banks, Commer-
<is} and Regional Rural Banks. Thl! crops to 
be r.o"~red are rice, Wheat, oil seeds, pulses and 
millets and insurance cover to these crops would 
be provided to the extent of .150 per cent of the 
crop lotL"l. Since the uncertainty about the 
agency which should transact crop insurance 
business has been settled, the Committee hope 

that GtC would now provide necessary infra-
structure and implement with due vigour and 
sinoerety the newly introduced scheme eftlcien~ 
ly. The Committee are sure that Government 
would provide the necessary guidelines to the 
OIC ~. that .the ,pasthiatory is not repeated. 
The Committee would watch with interest tile 
implementation of this, ~ scheme and would 
like to be apprised of the' results achieved there-
under in due CO\U'8e. 
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The Committee find that the working results 
of another scheme, namely, Janata Personal Ac-
cident Policy. which was introduced on 31-3-1976· 
for the benefit of common man are also not very 
encouraging. The number of policies sold' by 
different subsidiaries of GIC fell steeply from 
17.33 lakhs in 1976 to 7.531akhs in 1980 and stood 
at 12.85 lakhs in 1981. 'There was, however, 
some increase during 1982 when the number 
reached at 20.16 lakhs. The claim ratio was 
also very high as it ranged between 64.1 per cent 
to 107.5 per cent during the years 1977-1982. 
The figure of 31.39 lakb people, covered under 
the scheme upto 1983, is still very insignificant 
as compared to the total population of 684 mil-
lion people in the country (according to 1981 
census). These figures themselves speak about 
thl' popularity or otherwise of the scheme 
among the people at the lowest rung of the 
society. 

GIC has admitted in evidence that "Janaia 
Scheme i!.l not progressing much". They have 
also ascribed the slow tempo of development' to 
the apathy of the sales force in devoting time 
and energy to sustain the business. owing to 
small earning accruing therefrom. The Com-
mittee, therefore, recommend that to make the 
scheme a success the Corporation should ap-
proach the administrative Ministry and through 
them persuade all the State Governments and 
Union Territories to have this Policy Cover for 
all their employees as was once initiated by the 
Governments of Bihar and Harnataka to cover 
their employees. The nationalised banks and 
cooperative banks should also be persuaded to 
have this cover for all their depositors. 

. . . 
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The per;formance of the cattle insurance 

scheme 18 aJBO not very satisfactory. The Com-
miUeenote that as agamst the total population 
of 2400 lakbot cattle as per the livestock census 
. 0If197'l, only 100 lakh have been insured till 1983, 
since the mception Of the scheme in 1974, which 
is only 20.6 per cent at 600 lakh insurable animals 
in the country. The Corpol.·ation hll'& also not been 
able to cheCk the high claim ratio which ranged 
between 66.2 percent to 85 per cent during 1978 
to 1982. The Committee are not satisfied with the 
progress of the scheme as it is confined only to 
weD organised dairies and in a few cases to milch 
cattle purchased with Bank or Government loans. 
The Committee desire that vigorous efforts should 
be made by Corporation to cover atleastmajoi'itv 
of imlurable cattle population in the rurai areas 
in the 'next two years and the total insurable 
cattle population within five years. Prompt mea-
sures should . also be taken to minimise the loss 
occurring as a result of high claim ratio. The 
Committee would like to be apwised of the mea-
sures taken in this regard. 

The Committee also recommend that con-
crete steps should also betaken to extend in-
sur-ance protection to more and more individually 
owned cattle and to· entertain proposals even. 
where no bank is involved. Efforts should also 
be made by the Corporation to create awaken-
ing in the minds of the rural masSes through 
the publicity media so that the weaker and poor 
'Sections of the society scattered at the remotest 
corners of the country could be benefited from 
this scheme. . 

Another insurance scheme, namely. Insurance 
of Agricultural Purnpaets was introduced by 
Corporation in June. 1976 to provide indemnitv 
to rural farmers against various tvpeo:: of loo::se~ 
i.e. by fire, theft, mechanical/electrical break-. ---------_ .. --_ .... __ .. __ ..... _--... _ ... _ ..... _ ... - ----_ .. _". __ ._-_ .. ---. 
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down, accldentaldam~p' etc. and covers both elec-
tid! motors and di~l/oilsets. This Bcheme has 
also not become popularas only 4.17 lakh pump-
sets out of OYer 35 lub P'Pn~ts (1976) in opera-
tion in the country were. insured during the period 
from 1976 to 1981 and the industry suffered an 
accumulated loss. ofRs. 63.84 lakirs. Even in 1983 
the Corpo.ration had insured 1,60,248 pumpsets 
Which is only 4.7 per cen.t of the total number of 
pum.psets in .. the count1'y(in 1976). This precent-
age will further Slip «own in view of the increase 
in the ritunber of pltmpsets after 1976. 

During the yeah; 1977 to. 1980 the claim ratio 
was also ruling very high between 137.7 per cent 
to 281.3 per cent. The.re Was, however, some im-

, provement during the year 1981 when the claim 
ratio stood at 68.3 per ~ent. The Committee note· 
that in order to redUce the incidence of high claim 
ratio the subSidiariei hid niade certain sugges-
tions to the- totJ)oration in 1980; out of which 
three were stiSied to h.~ !Men implemented by 
the Cotporat~on in Oetober. 1982 but till August, 
1983 the subshiiaries had rirlt Issued the necessary 
instruction':; ih thli't ri!i!iifd. The Committee take a 
s'erlous note 01 thts Ia~ 'blt the part of the sub-
sidlaries and' woulii like'tb be apprised of the 
reasons for hot lssui11!t t~'l! !iistructions by subsi-
diaries and remedtSll si~bs 'faken to prevent re-
cu,rrence of such situations in futUre. 

. On perusal of the 1)erfonnance of the above 
schemes,the ·Co1'llmi ttpp. 11')-1 that the various 
schemeq put into o,..,p.r"tiOn bv the General Insu-
r8,..~e CO,1"1"'Iol'ation n1 Tl"ltiia fnr the weaker section 
of the Rocietv. especial1v lor the 111P'iculturists and 
the rural Deon-Ie hAVe not borne the ap~i",.d re-
sults and conseau~tlv the obiective of making 
these schemes mean,insrPul 101:' the common man 
has been frustrated. The Committee note from 
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the Audit Report (Commercial) -Part VIII 
'(1982) that in January, 1979 Government had 
taken a decision in principle, to establIsh a 
Rural Insurance Corporation on the basis of a 
feasibOity report prepared. by the G. I. C. in 
1979 .and approved by the Board of G. I. C. to 
cover various insurance schemes like cattle in-
surance, insurance of agricultural pumpsets. 
gram.ln acddent poUc1es, insUrance of poultry, 
sheep, bullocks, pigs etc. and farmers package 
insurance poUcles for the benefit of rural masses 
but the Ministry of Finance took four years to 
examine the report and came to the conclusion 
in June, 1983 that the RUTal Insurance Corpo-
ration, as envisaged by G.P.C., was not viable 
and feasible. The Committee are of the view • 
that since G.I.C. are involved in multifarious 
activities and in view of the fact that the 
branebes ·of G.!. C. and its subsidiaries are 
located mostly in the urban areas, it cannot do 
justice to the rural people. The Committee, 
therefore, recommend that Government should 
give a second thou~t to its earlier proposal of 
establishing a Rural Insurance Corporation to 
implement the various schemes devised for the 
ben.eflt of rural masses in general and weaker 
sections in particular. The proposed R~lral In-
surance Corporation if set up should be provid-

. ed with the technical expertise necessary for 
rural insurance. The necessity of such a rural 
based organisation for doing rural insurance 
,business has already been emphasised by this 
Committee in earlier recommendation in this 
Chapter (para No. 3.54). 

The Committee have observed that there has 
been an increase of 566 branches of G. I. C . 
between 1976 and 1983 and 97 per cent of the 

432 Districts at the end of 1983 had either R 

branch or- an inSpector operating there. At the 
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ell4 of 1984, there were 124 Districts without a 
branch and)6 Districts without ~y inspector 
of. any of the four subsidiaries. By the end of 
19&5:, the office network is expected to cover all 
the 432 districts existing -as on 31st December, 
1983 by appointing Inspectors in all the 'No 
Inspector' Districts and opening Branches in all 
the 'No Inspector' DiStric~. 

,. ',' 

The Committee have also been infonned that 
the organisational net-work is propOsed to be 
expanded by GIC so as to have as far as possi-
ble one regional office in each State thereby 
increasing the total number of regional offices 
£rOlll 35 at the end of ·1983 to 65 by the end of 
1989. The number of divisional and branch 
offices are also proposed to be increased from 
1649 at the end of 1983 to 3120 by the end of 
1989. 

While on the one hand the Committee are 
happy over the increase in the number ·of 
branches, divisional nnd regional offices during 
~ll1 these years, on the other they would like to 
point out that the Corpo,ration has so far made· 
only a beginning and have yet miles to go for 
!'preadillg the message of insurance in the rural 
areas where the people are totally unaware of 

" the concept of general insurance. Therfore, 
GlC will have to redouble its efforts to carry 
forward the programme of opening branches in 
the far-flung areas of the country. So far GIC 
has covered even the urban and semi-urban 
areas orily partially what to talk of rural areas. 

--.- .. ...- ..... . 

The Committee also suggest that if the open-
ing· of the branches in certain remote areas is 
notcon.sidered financially viable at. present, 
then GIe should con.sider .the feasibility of ex-
tendiD.g the, jurisdiction of the existing branches 

-60 a.sto ·bring ~n more and more backward and 
------ -------_.- ... 
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under-developed areu within the net-work of 
General lDsUiance Corporation. In this con-
nection, the Committee would like to suggest 
that in order to popularise' the various insurance 
a~8andtom~tthe~~~n~~~ 
weaker sections of the society, GIe should con-
sider th~ feasibility of giving some 'SpeCial con-
cess10DS to them. 

13 4.79 'l'J;le Committee are glad that profitability of 
at insurance industry has been impressive but 

4.80 the performance concerning customer service 
has been very dismal. The pre-tax profit has 
gone up from Rs. 38.10 crares in 1973 to 
RI. 254.77 crores in 1983. The Committee, how-
~, feel that ~ profit which no doubt is a 
legitimate concern of every institution, is at' 
best an only partial in~tor of the health of 
a service organisation like GIC. The earning of 
the profit should not, however, engender any 
IIeDIe of complacency on the part of GIC as 
general insurance premium in India is just 
0.4 per cent of the GNP as against 4.6 per cent 
in United States, 2.8 per cent in U.K., --1:5 per 
cent in Japan, etc. Further,' the per capita: 
general insurance premium in India is about 
Rs. 5.2 as against Rs. 2600 in the United States, 
RI. 800 in U.K. and Rs. 540 in Japan. This 
shows the enormous growth potential in our 
country. Furthermore, the overall performance 
of the Corporation has to be judged not only 
from its eaming profits but also with reference 
to fulfilment of its broad objectives and goals 
and how far the various schemes introduced by 
the Corporation have benefitted the backward 
and weaker sections of the society. 

The Committee need hardly emphasise that 
it is the weaker section which should get the 
max1mUJn bene6t1f. Therefore, the Committee 
recommend that even at the cost of extra ex-
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pendlture and'n!ss p.ofitabDity Gle should try 
to· reach areas where they may not be having 
business according to their expectation but 
where they ate Uke1y to give benefit to the 
hitherto neglected rural masses. 

The Committee find that Gross National Pro-
duct of the country for 1975-76 was Rs. 65,692 
crores and by 1981.82 it increased to Rs. 1,28,524-
crores .. The gross premium income which was 
Rs. 253.74 crores in 1975 increased to Rs. 585 
crores in 1981. It increllSed to Rs. 723 crores iD 
1982 and further rose to Rs. 857 crores in 1983 
resulting in the increase 01-18.6 per cent in 1983 
over 1982 as against 23.6 per cent in 1982 over 
1981. 

The Committee have also observed that the 
percentage growth of premium income in 1976 
was 6.6 per cent and then it progressively in-
creased to 24.7 in 1981. Thereafter, it decreased 
to 23.6 per cent in 1982 and further decreased 
to 18.5 per cent in 1983. In this connection, the 
GIC has explained that the high growth rate of 
24.7 per cent in 1981 was due to higher indus-
trial growth and increased imports of oU and 
cement, newsprint, etc. which are not the nor-
mal features. The growth rate of 23.6 in 1982 
was also due to increase in motor tarift rates 
and subsequent fall in growth rate in 19&3 was 
due to textiles strike, recession in shipping in-
dustry etc. --The Committee are not convinced of the rea-
sons advanced by GIC for the decline in the 
growth of premium income. The Committee 
are clear in their mind that the Corporation has 
not done well in regard to premium income and 
it' should Dot seek alibi for their unsatisfactory 
perfonnance. The faeters stated by GIC to be 
responsible for the decline in prem:lum income 

,. 
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are not ,lUlusual aDd ~ have been taken into 
consideration .. whUe proj~g the increase in 
prernium income. The .Committee desire that 
in orcler to off-set the loss in premium. income 
GIC ·should make all out efforts to exercise cost 
control and to secure more business so as to 
reach if not exceed the projected premium tar-
get o[ as. 1215 crore~ by the end bf 198&. 

The Committee note that in. ·1978 the Fire 
Insurance Premium charges in Delhi and Cal-
cutta regions were higher than the charges irl 
Bombay and Madras regions. The tari1f then 
existing was rationalised by Tariff Advisory 
Com.triittee w.e.f. 31st December, 1978 and tbis 
resulted in reduction of premium by ahQut 
::!O per cent. 

The Committee also note that subsequent to 
thc rationalisation of the fire tariff in 1978, the 
fire claim ratio to the gross premium income 
increased from 38.9 per cent in 1978 to 49 per 
cent in 19'79. The fire .claim ratio then declined 
during 1980 and 1981 to 31.5 per cent~nd 32.!i' 
per cent, respectively. It again went \~P to 
39.6 per cent in 1982 and further increased ti) 

43.9 per cent in 1983. In Committee's opinion 
this is an unwelcome trend, and suitable reme-
dial measures, like strict control and check in 
Wldertaking insurance and passing claims 
should be taken prom.ptly to bring down the fire 
claim ratio whicr... in tum would reduce the loss 
in revenue of the subsidiaries. The Committee 
would like to be apprised' of the steps taken in 
this regard. 

The -Committee are also informed that 
the . question- of further rationalisation and 
simpliftcation of fire tariff is receiving consi-
deration of .ole and their final view in the 
rpatter is. expec~d to: .... emerge shortly. The 

__ .. ____ ~._ .M ____ ._. ___ •••• _._._._._ ••••••••• __ •••••• _., __ ..-._. ___ , ....... 
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Committee urp ~pon GlC to ftnalise and 
formulate theil' views ori the proposal at an 
early date and submit a detailed and compre-
hensive fire tariff proposal for approval of Gov-
ernment. The Committee need hardly empha-
sise that the delay in taking timely action 
would not only result in loss of revenue to the 
Insurance Companies but would also deprive 
the insuring public of the advantageous terms 
in the form. of reduction in premium rate etc. 

The Committee find that the' controbution 
of the Fire Insurance Business to gross direct 
premium income has been continuously decreas-
ing since 1975 and has come down from 36.2 per-
cent of the gross direct premium in 1975 to 27.1 
per cent in 1983. Tb.~' decline, as explained by 
M'nnagemcnt, is due to the discount allowed in 
premium for the first time in January~ 1978 and 
rational:sation of the fire tariff from January, 
1979. 

The diminution of income from fire Depart-
ment is unwelcome trend and the Committee are 
not happy over it. In their opinion, the Fire In-
:'~lrance is the most profitable Department and 
should serve to cover even the losses of other 
Departments. Further. the reasons furnished by 
the M;magementfor the decrease of income from 
firt! insurance i.e. the . discount ~l1owcd and 
r:.lLionalisation affected in 1979, are not convinc-
ing to the Committee ~ the decrease in busi-

-; ness in terms of percentage is continuous from 
1975 to 1983. The Committee. therefore, recom-
ffil!ncl that the factors responsible for the decline. 
should be thoroughly gone into and suitable re-
medial measures taken to reverse the adverse 
trend and to widen the premium base of Fire 
Department. The Co~mittee would like to be 
informed of the reasons for giving discount and 

. its c~rcial justiflc:ation. 
-_._---_ ... _ .. -. ~.- .. -"-~--" -
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The Committee have' alSo observed that the 
total incurred claims have on an average been 
increasing during 1976 to 1983 in almost all the 
Departments of the insurance business. . The 

4.92 
& 
4.93 

total incwd claims have gone up . from Rs 
11,119 lakhs in 1976 to Rs. 52,968 lakhs in 19B:! 
and stood at Rs. 47,184 lakhs at the end of 198:-4. 

The Committee also find that the percentage 
of claim. ratios to gross direct premium incomt~ 
in respect of all cases of business bas also been 
increasing since 1976. While in the case of motor 
insuranCe there is constant increase upto 197H. 
in others, the claim ratio has been fluctuating. 
The claim ratio in motor vehicle insurance rose 
to as high as 93 per cent in 1979 . and thereafter 

. /1 It has shown a declining trend and stood at 86.3' 
per cent, 86.1 per cent, 73.3 per cent and 76.'3 
per cent in 1980, 1981, 1982 and 1983, respectively 
which in itself is quite high. 

Since a sizeable chunk of direct gross pre-
mium Jncome is appropriated in the settlement 
of ip,curred claims of various classes of business. 
the Committee desire that the Corporation should 
devise ways and means to plug procedural and 
administrative loopholes without causing incon-
venience to geniune claimants and bring down 
the high claim ratio obtaining in almost all the 
Departments, especially in motor vehicle in8ur~ 
anee in which there is lot of room for irregulari-
ties. 

The motor claim ratio in the years 1974, 1975 
and 1976 was 63.6 per cent, 61.4 per cent and 53.9 
per cent respectively. It went up to 71.5 per cent 
in 1977, 78.7 per cent in 1978 and 93.1 per cent 
in 1981. Due to consistently adverse loss exper-
ience, the Motor Tarfffs were revised uDward 
w.e.f. tilt 'Fehl'Uary, 1982, but the implementation 
of revised tariff was stayed by writ petition 

.-------------------------
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JPOV8d. in High Courts throughout the country 
qha11eDgm~tbe increase in premiwn . 

The Committee feel that since the review of 
Motor Tariff is brought about by TAC after a 
detailed study spread over a number of years, 
this is a long drawn process and results in heavy 
loa of revenue to the subsidiaries due to -'No 
Review" even when it is expedient and desir-
able to do so. The Committee, therefore, re-
c;ommend that ways and means should be 
devised for a quicker review So that such re-
vi..,. could be held at shorter intervals. 

The Committee suggest that the Government 
devise methods for quicker collection of data 
and that the data base available With TAC should 
be suitably strengthened so that the time taken 
by them for review of tariff etc. Is reduced to 
the miDimum possible extent. In tbis connec-
tion,the Committee have also been Informed 
that the question of introducing mechanisation 
t1Irough micro procelling unit is under conside-
ration of GIC. GIe is also teported to h'lv~ \'n-
trusted to the Computer Maint~nance Corpora-
tion the task of conducting th~ feasibility study. 
Its report was received by Gtc in February, 
1988 and considerable work is reported to have 
been done:by them since then. It is also stated 
that the implementation of scheme will reqUire 
priol' consultation with and agreement of the 
Employees' Unions. The Committee, therefore, 
desire that all implications involved in the 
scheme of introduction of mechanisation shoulrl 
be urgently sorted out with the Employees' 
Unions and the scheme brou~ht into operation at 
an early date. The Committee would-like to h~ 
apprised of the progress made in this regard. 

AB re~ards a regular machinery available 
with GIC to gauge and assess the resistance and 

___ c._ .•. __________ --____ _ 
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The Indian Insurance Companies are repor-
ted to be operat~ngabrokd In '20 countries direct-
ly lhroughBrancheslAgenc1es and i~ 9 other 
countries through A:SSocia~e or Subsidiary Com-
panies. 

The subsidiarlesof Gle are stated to be mak-
ing losses in respect of their Units in foreign 
countries and cumulative loss suffered by the four 
subsidiaries over a period from 1976 to 1981 was 
Rs. 516.63 1akhs.. The GIC hus not wound up 
the operations of loss making overseas branches 
although the Government had a thinking t'or 
discontinuance of their operations in September, 
1975. 

As -regards the loss suffered by subsidiaries in 
foreign countries, the GIC has informed that the 
cumubttive loss ofRs. 516.63 1akhs over a period 
from 1976 to 1981 is attributed to the debit of 
share of Head Oftice expenses at 5% of gross pre-
mium written outSlde India. If the share of Head 
0:0lce expensell is excluded,the net result of the 
foteign operations would not be a loss but.a profit 
oIIts. 1240.83 lakhs over a period from 1976 to 
1988. 

The Committee feel that lOSSes suffered by the 
subsidiaries of GIC outside India if not merely 
national are a matter of great concern. They, 
therefore, desire that the Government c;hould 
take a fresh and clc3e lOok into all aspects of the 
matter and find out ways and means as to how 
best the performance of continuous losing branch-
es of the insurance companies functioning abroad 
could be improved upon to wipe out the losseg 
and make profits. The Committee would like to 
be informed of the steDs taken in this regard 
The Committee would also like that the ~nnu-al 
review of this is made and incorporated in the 
Annual Report of G.f.C. The Committee require 



1 2 

153 

3 

that ·the Government shottld. teview at the Minis-
t&riallevel the operations of all the overseas bran-
chesol the insurance companies so as to lay dO'wn 
necessary guidelines and give a new and vigorous 
thrust to their operations. The review should also 
identify new areas abroad where business pros-
pects are bright and where new branches could 
be opened. 

25. 5.29 The Committee note that at the end of 1981 
more than one subsidiary of GIC was operating 
in a number of countries including Singapore, 
Hong Kong, KUWait, Dubai and Nepal. The Com-
mittee feel that in a country where more than 
nne subsidiary of GIC is operating, the business 
Ihould be canied on only by that subsidiary 
which has produced the best results. This is 
necessary to avoid frittering away of precious 
foreign exchange through unncessary competition 
or indulging in under-cutting of business of 011f' 
company by the other. However, where it is 
found in the interest of the Corporation that more 
than one subsidiary should function in a foreign 
territory, there should be complete coordination 
between them and their representatives should 
meet at i'elZular intervals to discuss, sort out and 
coordinate their business problems. 

28. 5.30 . The Committee are distressed to observe 
that the "Oriental' has been working in losses in 
most of foreign branches during all these yeariJ. 
In its Singapore Branch, a case of loss of Rs. 7.25 
lakhs is reported, due. to irregular grant of firt=> 
insurance cover, without receipt of proposal form"," 
Blld without recovery of outstanding premium in 
due time. The Committee desire that this laPSQ 

. should be looked into in, depth with a view to fix-
inR specific responsibility therefor. The Corn· 
mittee also recommend that consistent losses at 
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a 
'Oriental' should. be investljated and suitable re-
medial measures taken to improve its perfornl-
ance in foreiJll countries. 

The Committee have also observed that 
the average commission rates paid by all thE-
companies abroad range from 28 per cent to 34 
per cent as against the commission rates in India 
r8J1iing from 2 per cent to 5 per cent. While the 
Committee ai,ree that units functioning abroad 
have to compete with foreign companies in tht., 
matter of commission rates, they feel that it i~ 

absolut~ly necessary on the part of the IndiaI' 
Assurance Company abroad to evaluate, watch 
and effectively control the quality of under-wlit-
fngs transacted by foreign agencies on their be- , 
half. Suitable measures should also be taken ex· 
. peditiously to eliminate any bad risks and stream-
line or eliminate the agencies giving a poor 
performance. 

The Committee have noted with CO!1cern 
that the amount of Rs. 35.72 lakh." 
representing dividend and sale pr~~ of 
shares etc. for the period upto 1980, to be remitted 
to India by two .companies viz. (i) New India 
Assurance Company, Ghana and (ii) British 
India, Ghana, was outstanding as on June, 1983. 
In this connection, GIC has admitted that no re-
mittance has been received from Ghana due to 
restrictions imposed by local authorities. The 
application for remittance was approved by the 
Central Government 01 Ghana but the actual re-
mittance was held up till such time their foreign 
exchange situation improved. The Committee 
desire that the matter should be taken up by the 
Government of India at the hi~hest level with the 
Governmellt of Ghana to expedite the remittance 
of the outstand!ng du~ by these two Companies. 

The Committee are also informed that ex-
tension of insurance operations outside India iF; 
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contemp~ .. (W through Branches/Agencies in 
some of tile deve1,oping cOWltnes like South 

. . Korea, Zimbabwe, Uganda, Brazil and also,. by 
opening representative offices· in developed 'coun-
tries with large Indian .community such as USA 
and Holland, where business prospects are bright. 
With the extension of operations in the propoeed 
new territories, the net premium growth is emris-
aged at 10~) per annum by 1989 as against 2% 
at present and as against estimated premium of 
Rs. 4120 lakhs in 1983, the premium envisaged for 
1989 is Rs. 6705 lakhs. The Committee trust that 
sincere efforts would be made by GIC to accomp-
lish these objectives. The. Committee would like 
to be apprised of the concrete action taken in 
this regard. 

The Committee are distressed to note that the 
number of outstanding documents in respect of all 
the four subsidiaries has during the years from 
1979 to 1983 shot up at an ala.rming rate in'Stead of 
decreasing and reached an all time high figure of 
31,14,934 in the 4 subsidiaries put together at the 
end of 1983. Similarly, the percentage of docu-
ments issued by the four subsidiaries has . also 
d~clined from 79.4 per cent in 1982 to 76 per cent 
in 1983. Till June, 1983, GIC had· not evolved 
norms for issue of documents per staft member. 
In the absence of norms, it is not undel-stood as 
to how the subsidiaries exercise effective control 
Over the issue of documents. The Committee, 
therefore, desire that suitable norms fot issue of 
documents by staff members should be prescribed 
without further delayBo as to reduce, if not 
liquidate completely, the mounting arrears in 
documentation. GIC should also ensure that the 
norms thus fixed roe meticulously observed by all 
concerned and no laxity is allowed on this account. 

_._------,-- _. --_ .... __ ._------ -----_ .. _ .. _--
1958 l1S-11 
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Another disturbing feature which needs 
immediate attention of GIC is the improvement 
in the agency cadre. It is a common lmowledge 
that the agents of the insurance companies are 
only concerned with their commission and do not 
bother about, the service to be rendered to the 
customers. They are not properly advising the 
customers in respect of the various schemes of 
insurance in operation and in fact they themselvel 
are not fully conversant with the latest develop-
ments in the field of insurance. In this connection, 
the Chairman of OIC also admitted druing his 
evidence before the Committee that "there has 
been a mushroom growth of agents and many of 
them we.re not upto the mark." He also infM1Il-
ed the Committee that they have taken up a 
programme of training of agents SO that these 
agents become professionals and are able to render 
effective services to the clients. 

The Committee need hardly emphasise that the 
insurance by itself is not a substitute for cus .. 
tomer's se.rvice in prevention of risks and for 
'Safety consciousness. Customer's service should 
take the shape of prompt issue of renewal notices, 
timely issue of policies and friendly advice from 
time to time on risk management. The Committee 
recommend that training of agents and Inspec-
tors and orientation programme of Omcers and 
concerned er.l·ployees should be organised on a 
;regular basi'S and programmes on scientific lines 
launched. The Committee hope that the proper 
training of agents and officers will help a great 
deal in providing better and prompt service to 
the customers. 

The Committee are glad to note that in order 
to improve the rate of documentation and for 
Simplification of the procedure to issue more 
documents a single certificate-cum-policy system , . 

--_ .•. , _._ .... _-_._ .... _---- . _ .. _-_ .. _._---------_.-
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has been devised in the moto.r department for 
Third Party: Risb as well as for -providing a 
compehensive cover for all classes of vehicles. 
The Committee hope that this simplified proce-
dure will .not only help the customers but to a 
greater extent it will also help in clearing the 
arrears in documentation. 

The Committee are also glad to note that the 
Ministry of Finance have issued instructions to 
GllC and its subsidiaries ito inolude in their 
Annual Report in future a Special Chapter on 
"Customer Relations" highlighting among other 
things the progress achieved in better customer 
services, reduction in arrears of documentation 
and settlement of claims, etc. The Committee 
feel that this is a step in the right direction and 
would go a long way in providing better service 
to the customers. 

The Committee are concerned to note that not 
only the subsidiaries of the Corporati~n are in 
heavy arrears in documentation but their -per-
formance in the field of settlement of claims i:; 
also very disappointing. The overall number of 
outstanding claims in respect of all the subsi-
diaries has increased from year to year. The 
number of outstanding claims which stood at 
2,68,972 at the.end of 1976 has nearly doubled and 
reached.a record figure of 4,64,515 claim'S pending 
settlement as on 31-12-1983. Out of this, as many 
as 3,22,490 claims are outstanding for a period . 
ranging between 3 months to over 5 years. Claims 
pending for l' to 3 years, 3 to 5 years and more 
than 5 years are 1,12,305, 25,768 and 13,840 res-
pectively. Likewise, the total amount of out-
standing claims covering the period from 3 months 
to 5 years and more also touched a high figure of 
Rs. 525 crores. The total gross premium collected 
in India in 1983 was Rs. 857 crores. All this 

~-- .... ~--.......... ,~ .... -.-:-- __ ... -. - .. ---.~ -:···---.ii···· - . - ---
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depicts very dismal picture of .the functioning of 
the subsidiaries and' requires special efforts on 
the part of GIC to tackle this alarming situation 
on time-bound ,programme. The Commlttee re-
commend that a time limit for clearance of a 
claim may be laid down, if necessary, by amend-
ing the General Insurance Corporation Act so 
that the 'scope for delays may be minimised. 

The ratio of the number of claims outstanding 
to the claims intimated' during the years 1976 to 
1983 has also not been satisfactory. In each 
year, it had been more than 56 per cent which is 
quite a high percentage. The performance of the 
subsidiaries with regard. to the 'Settlement" of 
claims cannot be termed as satisfactory by any 
standard. 

The Committee note that GIC has initiated a 
number of measures for expediting settlement of 
claims, but they are unhappy to note that 
the number of measures that have been 
taken by the Corporation and the subsi-
diaries to bring down the number of outstanding 
claims and to streamline the procedure for ex-
pedi~ing the settlemen~ of claims, including the 
delegation of power to officers according to their 
status etc., have not brought about any appreciable 
improvement in· the position. In this connection, 
even ill the J.'eview meeting of the Finance 
Minister held on 20 July, 1984, the Minister had 
commented that "the performance of GIC and its 
subsidiaries often evokes adverse criticisms 
mainly ori two ac~ounts viz. delay in documenta-
tion and delay in setllement of claims." In the 
opinion of the Committee, a service organisation 
like GrC cannot afford to overlook the criticism 
and public dissatisfaction and they should take 
such vigorous measures as could cut down the 
red tapi'Sm and minimise formalities in small 

.-- ---;.--,--.-...---- ._-_ ... _.- -.. - -_ .... ..... , ..... ----- ._ .. ----...... -. __ ._- - ... -~-_ .. /'-----



1~ 

. ~~-. ---_ .. _---_ .. ". -.-.--,~.-------------- .. "_"_-_"_._--.. 
1 2 3 
- .-_._-_._-----_ .. - ._- --.-~ .. ----.-.-----~-.~----~- .. -- --. -.-.~".-.---

6.29 

37. 7.24 

claims so as to eliminate backlog of pending claims 
within a reasonable time schedule. The Com-
mittee need hardly stress that the reputation of 
the Corporation and its subsidiaries would go up 
only when the claims are settled p.romptly. 

The Committee would like that the SUbsidiaries 
should take active interest in reminding the 
claimants where the compliances of the objec-
tions raised by them are not forthcoming. The 
Committee also deSire that the claims pending for 
over a year should be reviewed monthly by the 
Corporation and suitable instructions issued to 
the subsidiaries for rectifying the irregularities, 
if any, noticed. The Committee hope that such 
measures as suggested above and other measures 
already taken by GIC/Ministry for expe<:titing 
settlement of claims are jmplemented earnestly 
in order to bring about positive improvement in 
the otherwise dismal position of settlement of 
outstanding claims. 

The Committee note that an Export Com-
mittee appointed 'by the General Insurance Cor-
poration of India recommended in July, 1975 that 
the long term obj,ective of the Indian market 
should be to establish itself as a market providing 
reinsurance capacity for world wide business and 
particularly for the business emanating from' the 
developing countries and to earn increasing 
volume of inward reinsurance premium with the 
object of providing net invisi.ble exchange 
gain for the country. That Expert Committee 
had also recommended that in view of the coun-
try's acute foreign exchange problem reinsurance 
trading operations should be on a selective basis 
to ensure profitable results over a relatively 
shorter period of time than is allowed under 
normal international practice. In the opinion of 
this Committee, the recommendations of the 

---,--~"- -. -----""----.....-- ._-.... - -_ ........ -~-~ ............ ~'" ., .. -,._ .... _ ..... -_ ... -_.---_._-.....,.--. _._ .. -._-_ .. 
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. Expert Committee were followed more in brea~~ 
than in observance as GIC during a span of 8 
years from 1976 to 1983 failed to increase the 
volume of inward reinsurance premium as is 
evident from the trend of foreign exchange drain 
during this period. The total outgo from premium 
income received in India was more than 100 per 
cent and upto 111 per cent during the years 1976 
to 1978 and between 90.6 per cent to 96.3 per cent 
during the years 197~ to 1983, except, of cour~, 
during 1981 when it stood at 84,'5 per cent. The 
Committee feel that keeping in view the past re-
sults there seems very little likelihood of GIC 
turning the comer soon as far as inward reinsur~ 
ance is concerned as the Ministry had itself ad-
mitted that "the capacity of GIC and its subsidi-
aries to accept reinsurance from abroad is limited 
and lienee lead cannot be provided for various re-

38. 7.25 
& 

7.26 

insurance requirements of foreign countries." 
,The Committee note that in April, 1976, the 

Corporation had set before itself the objective 
of maximisation of retention of ,premium in 

India while making reinsurance arrangeml!nts. On 
an analysis of the figures of the premium collec-
ted and the percentage of retention, the Committee 
find that during the years 1978 to 1982 the per-
centage of retention in the case of Fire instead of 
increasing declined from 84.44 in 1978 to 80.8 in 
1982. Similarly in the case of Marine, the reten· 
tion of premium in India came down from 75.09 
per cent in 1978 . to 70.6 per cent in 19U. 
It is gratifying to note that the 
insurance industry J:etains 100 per cent 
premium in respect of motor insurance and fire 
where small risk is involved. It has, however,. 
been observed that in' the case of large fire risks 
involving five Chemical, Petro-Chemical and Fer-
tilizers Industries, the retention did not increase 
during the years 19-78-81. In 4 cases out of 5 
retention decreased in 1981 despite major portion 
of underwriting profit being on Fire portfolio. 
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The Committee have also observed that gene-
ral insurance industry is being called upon to 
underwrite larger individual risks conce.rning 
satellites, off-shore oil-drilling platforms, large 
aircraft of national and international airlines, 
Ruper tankers, etc. GIC has pleaded that place-
ment of reinsurance outside the market for lRrge 
risks beyond their capac!ty is inevitable and 
$luch reinsurance cessions may not be viewed 
purely in the light of foreign exchange drain. 
In the case of Satellites and aeroplanes wher~ 
greater risks are involved and the chances of 
.lOiS ar~ much more, almost 99 per cent. and 94 
per cent respectively of the total value is rein-
$lured. Instances in view are of INSAT I-A and 
Saaar Samrat where Rs. 63.5 crores out of Rs.64 
crores and Rs. 56 crores out of Rs. 57 crores of 
the reinsurance premium were, respectively, re-
covered. The approach of the Corporation in 
this regard is appreciable but there is a~) no 
denying the fact that with the advancement in 
the field of latest technology the chances of mis-
haps are also becoming less and less. The Com·· 
mittee feel that the Corporation' should have 
thorough review of the reinsurance programmE" 
in the light of the latest technological develop-
ments in the various fields and find out ways and 
means to increase retentions, keeping national 
interest in view. 

The GJmmittee note that one of the objectives 
of reinsurance policy was that in respect of busi-
ness ceded outside India, the insurers should 
ltecure the best terms and reciprocity. From the 
results of the bus!ness ceded outside India, th~ 
COlnmittee find that the Corporation has not 
handled the business a·:::cording to sound business 
principles .. The outward flow of foreign ex-
change was much more as compared to the in. 
ward fiow. It is also evident from the fact that 
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during 1982 the Corporation earned a foreigll 
excllangegain of ~. 1371 lakhs but in 1963 it 
wftered a huge exchange loss of Re. 1652 lakhs. 
In other words, the Corporation instead of step .. 
ping up its gain incurred a cumulative foreign 
exchange lOBS of Rs. 3023 lakhs (Rs. 1371+1652 
lakhs). Similarly in the case of reinsuram:e 
business accepted from outside India, the Cur-
poraUon had been experiencing foreign ex-
change drain continuously for the last 8 years 
from 1976 to 1983. From a mere exchange 10lils 
of Rs. 6 lakhs in 1976 it reached a colossal loss 
of Rs. 433 lakhs in 1983. There was 802 per cent 
increase in exchange loss during 1983 alone Ri 
from Rs. 48 lakhs in 1982, it reached a stunning 
fiaure of Rs. 433 lakhs in 1983. It seems that the 
Government have not even taken a serious note 
of this incessant foreign exchange drain. This 
huge drain itself speaks volumes about how the 
principal of .reciprocity of business ceded outside 
India worked in comparison to the business ac-
cepted from outside India. >._ 

The Committee, therefore, feel that unless 
the outflow of foreign exchange is checked the 
continuous drain will continue to adversely 
affect the foreign exchange reserves of the coun-
try. The Committee desire that in view of 
India's acute foreign exchange problem suit-
able measures should be taken Ulgently to in-
crease the inward bu.;iness so as to strike a 
favourable balance between the outward and in-
ward flow of reinsurance business. 

The Committee note that the investment 
policy of General Insurance Industry is govern-
ed by the provisions of the Insurance Act, .1938 
and the guidelines issued by the Government of 
India during 1974, 1977 and 1978. According 
to guidelines issued by the Central Government, 
the following percentages of f~sh annu.1' ac-
,----------------------------_.------
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cfual of investible funds are required to be ear-
marked for investm~nt during a year in the 
following manner:-

g. St:.te Gowrum~lIt Securities :.ud othrr apilroved Bonds and n .. hl'11tUl"f'S 
i~,U("d by Publk Sector UnrlrfL kings. . . • .• 10% 

g. I. Ull~ to St .le Gov<:rllmt"IIU for S .. cilll Housing ProgranURt"A • 110% 

5. M .~D. '!IlVI'stmenu 30% 

.. , • r 
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The Committee also note that these guidelines 
have not been scrupulously observed by the Cor-
poration and its subsidiaries in making invest-
ments even in the approved sectors. The invest-
ments in Central Government Securities and 
State Government Securities were either much 
less or much more than the prescribed percen-
tage. 

From the statements at Appendices lIT and 
IV.. the Committee find that there are wide 
variations in the investments made in the State 
Government Securities and ~ther approved 
Securities from the prescribed norm of 10 pel 
cent. The Committee feel that the very purpose 
of presc.ribing norms or for laying down guide-
lines for making investments is defeated, if thes .. 
are respected more in breach than in observance. 
The Committee urge that in future the guide 
lines issued by Government should be meticul· 
ously followed and Insurance Companies should 
adhere to the prescribed percentage of invest-
me~t, in approved securities. Wherever a serious 
departure is to be made, the matter should M 
brought to the notice of Central Governnient and 
its prior approval taken. 

From the investments made in the StatE' 
Government securities at the end of each year 
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. State Governments received preferential trea~ 
ment at the cost of others. Out of 21 State Gov-
ernment Securities in which investments had 
been made, investments in six State Government 
Securities accounted for 63.5 per cent in 1980, 5 
State Government securities for 73.7 percent in 
1981, 4 State Government Securities for 47 per-

. cent in 19821lnd 55.1 per cent in 7 State Govern-
ment Securities in 1983 of the total investments. 
In 1980 and 1981 the share of 11 State Govern-
ments and 14 State Governments' respecth-ely 
was less than even 3 per cent. The Committe,,. 
are not happy over the wide disparity in the 
matter .of investments in Government securities 
showing preferential treatment to some States 
over others. They are also not satisfied with the • 
explanation offered that the figures of 8ct ua) 
investible funds for a particular year b€'cnm~ 

available only after the accounts for the year 
are finalised in MayfJune of nf>xf year. The 
investments during the year upto the pre;-
eMbed percentages are made on the basis of 
budgeted accretions, and any shortfal1le'x~ess in. 
the investmen't~ in various categories is n~ade 
goodiadjusted in the subsequent year. The 
Comrnitttee feel that this arrangement is not 
fool-proof for ensuring investments as per n"rms 
prescribed and is likely to result. actually in) .. 
halances in investments. The Committee urge 
tne Government to evolve a system whereby thp 
accruals may be e~timated in a more scifmtific 
and realistic manner so that the actuals may turn 
out more accurately. They would also l~ke that 
(HC investments are made evenly in State Gov-
",rnment Securitie~. It is. however. heartening 
to note that with a view to bridge the gap h'::t-
ween the prescriber. percentages of accretions 
for the year and actual investments during that 
year a. sv~tem of quarterly review "f· aoccretiolT h 

n! ~nvestib19. funds basad on monthly cashflow 
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lltatements has been introduced by G.I.C. which 
may help to-some extent in correcting imbalan-
ces in· 1nvestments in different categories. 

Similarly, the investments in other approved 
l!Iecurities of I. C . I. C. I and I.D.B.!. accountec1 
for 74.1 per cent and the rest 25.9 per cent 
was InvesttKl in other 13 approved securIties in 
1981. In 1982 and 1983 the investment in I.D.B.1., 
I.C.I.C.I. a!lCi I.F.C,!. put together was 86.2 
per cent and 79.6 per cent respectively. The 
remaining investment of 13.8 per cent in 19Sa:'· 
and 20.4 per cent in 1983 was made in other 12 
and 15 approved securi~es, respectively. The 
Committee are not convinced with the reasons 
advanced by the COIpOrMion that I.D.B.I. and 
I.C.I.C.I. are, aU· India Financial Institutions 
making specific requests for longer support and 
coming in the market 4 to 5 times in a year with 
large issues. The Committee need hardly stl'esS 
that the guidelines should be· strictly adhered to 
in future and a few institutions should not get 
undue share at the cost of others. 

The position regarding loans sanctioned and 
disbursed to HUnCD, DDA and State Govern-
ments during the years 1977 to 1983 is equally 
disappointing. An analysis of the figures of 
loans sanctioned and actually disbursed shows 
that the loans actually disbursed durinf;t 19'18 to 
]982 fell far short of the sanctioned amounts. 
Further there was delay of 4 to 6 moths in the 
disbursement of the loans to RUOCO, D.D.A. 
and State G·overnments and the norm of invest", 
ment of 35 per cent prescribed by the Govern-
ment was never fulfilled. The percentage of dis-
bursement of loans to these bodies which was 
~3. 7 per cent in 1977 slumped to 19.8 per ('ent in 
J 982. The argumel"t of the Mfnistry that "there 
Jlre State Governments who under the Housing 

... __ .. -- ...... - ._. __ ." ...... -----_ .... -_.-.. _.'-_ .. __ .. ,--_ .. . 
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loan are able to get tar more than their share 
because other State Governments were not vigi-
lant" has 110t found favour with the Committee. 
The Committee feel that it is unfair to favuu.l' 
certain 'States in disregard of the interest.s of 
others. The Committee desire that vigorous 
efforts should be made to promote housing sche-
mes equally jn all the States and steps should be 
taken to ensure, as far as possible equitable d!s·· 
tribution of loans to States for housing schemes, 
keeping in view, of course, the size of the Stnte. 

8.37 With regard to delay in disbursement of loans 
to States etc., the Ministry have stated that the 
exercise of allocation of loans is taken up in th~ 
beginning of the Financial Year but the process 
is delayed; due to non-availability of feed-pack' 
reports on utfUsat.iOD oi loans gl:antcd during the 
'preceding year. The delays in disburSements 
eiRO occur as State Governments and HUDCO 
have to (!omplete certain formalities for lift:ng 
the loans. The Committee desire that with a 
view to overcome these impediments some time 
bound programme should be prescribed .. J>y the 
Corporation in consultation with the State Gov-
ernments and HUDCO to complete all formali-
ties in respect of loans given in preceding year 
and for lifting loan sanctioned for the current 
year within a stipulated time schedule to en· 
sure timely disbursement of loans to the State 
Governments, HUDCO etc. for the desired pur-
pose . 

. . -.... -- ... -- .. _ .... __ ._------
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LIST OF AUTHORISED AGENTS FOR THE SALE OF LOX SABRA 
SECRETARIAT PUBLICATIONS-AS ON 8-1-1985 

81. No. Name Of Apnt SI. No. Name of Apnt 
----------------------

BIHAR 
1. 114/ •• CroWD Book Depot., 

Upper Bazar, RaDch1, 
Bihar. 

GUJARAT 

. 2. The New Order Book Comp8llY, 
Ellia Bridle, 
Ahmedabad..J80008. 
(T. No. 78OC16) 

MADHYA PRADESH 

3. Modern Book Bo1lJle, 
Shiv Villas Palace, 
Indore City. 

MAHARASHTRA 

4. MIs. Sunderdas GianchaDd, 
601, Gir,aum Road, 
Near PriDc_ Street, 
Bombay·40000Z. 

5. The InternatioDal Book Service, 
Deccan Gymkhana, 
PoonL4. 

6. The Current Book Houae, 
Maruti Lane, 
Raghunath Dadaji street, 
Bombay-400001. 

7. MIs. Usha Book DePOt, 
Law Book Seller &; Publishers, 
Agents Govt. Publicationa. 
185.. Cb1ra Bazar. Khan Boue. 
Bom'blr-tOOOOl. 

8. 11.1 ServlceI. Publishers, 
Representative Accounta 
" Law Book Sellers, 
Mohan KunJ, Ground FJoor 
68. Jotlba Fuele :Road, 
Nalgaum-Dadar, 
Bombay-400014. 

9. Subscriberl Sublcription 
Services India 
21, BaahUDath Dadajl 8~ 
2nd Floor-Bombay-400001. 

TAMILNADU 

10. The :Manapr, 
M. M. Sl1bscrlption Acenciel. 
lit La,. Out Sivananda C'olony, 
~batore-841012. 

UTTAR PRADESH 
11. Law Publlahers. 

Sardar Patel Mars. P.B. No. '17, 
Allahabad-U.P. 

WEST BENGAL 
12. MIs. Manlmala 

Buys " SelJa, 
123, Bow Bazar Street, 
Calcutta-12. 

DELHIINEW DELHI 
13. Jain Book .\IenC)', 

Connauaht Place, 
New Delhi. (T. No. 351881) 

14. J. lI4. Jain &; Brothel', 
Mari Gate, 
Delhi. (T. N. moM) 

15. Oldord Book &; stationery Co .. 
Scl.ndia BOUIe, Ccmnaqht Place, 
New De1hi-llOOO1. 

16. Bookwell 
4, &ant NlraDkari Colony. 
KiDgaway Camp, Delhi-llOOO8. 

17. MIs. Bajendra Book Aaenq, 
IV-D/59, IV-D/8D, Lajpat Napr, 
Old Double Stor8)', 
Delhi-llOO24. 

18. MIs. Amoka Book .\pnCT, 
BB 81, Poom ShaUmar Sap. 
Delbi-llOO3l. 

le. Venus Enterprises, 
B-2/e, Phase-D, 
Alhok Vihar, Delhi. 

ZOo The Central News Aleney, 
28/80, CoDnaUlht Place, 
New Delhi. 
(T. N. s.M448) 

(T. No. 8oM&78) 
21 .. Amrit Book CoInpaD7, 

N.21. ConnaUlht ClrcwI, 
New Delhl-llOOOl. 
(T. No. a98) 

2Z. !/JII. Vijay Book Apno" 
11.1-477, Mylar,adda, 
~derabad-500381. 

~. Books India Corporation. 
Publishers. 
Importers " E:zporter8, 
L..27, Shastri NIlJU', 
De1h1-110052. 
(T. No. 289881) 
(T. No. 71tdS) 
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