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PREFACE

The National Planning Committee, appointed in 1938,
began its work early in 1939. After defining the nature of
a National Plan, and determining the nature and scope of
the work entrusted to them, the Committee issued an ela-
borate and comprehensive Questionnaire which was subse-
quently supplemented by specific details. Twenty-nine Sub-
Committees, formed into eight groups, were set up with
special terms of reference to deal with all parts and aspects
of the national life and work in accordance with a predeter-
mined Plan, '

After some unavoidable delay in getting replies to the
Questionnaire, the Sub-Committees began their work, and
submitted Reports,—some of them Final, some Interim.—
which were considered at the Plenary Sessions of the
Parent Committee in 1940. Towards the end of that year the
Chairman, Pandit Jawaharlal Nehru, was arrested and sen-
tenced to a long term of imprisonment, during which the
work of the Committee had necessarily to be suspended.

On his release a year later, hope revived for an inten-
sive resumption of the Committee’s work. But the out-
break of war with Japan, the threat to India’s own safety,
and the hectic march of political events, rendered it im-
possible to devote any attention to such work at that time.
It, therefore, inevitably went into cold storage once again;
and remained for the duration of the war.

When at last the War seemed nearing its end, Pandit
Jawaharlal Nehru with other leaders was released. The
moment seemed again opportune to resume the work of
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the Planning Committee. Meetings of that Body were held
in September and November 1945, when certain more
urgent questions, already included in the programme of the
National Planning Committee, were given a special prece-
dence. A Priority Committee was appointed to report up-
on them. Changes and developments occurring during the
War had also to be taken into account; and another Com-
mittee was appointed to review the general instructions,
given six years earlier to the Sub-Committees. Revised
instructions were issued to them following the Report of
this Sub-Committee; and the Chairmen and Secretaries of
the several Sub-Committees were once again requested to
revise and bring up to date such of the Reports as had
already been submitted—either as final or interim—while
those that had not submitted any reports at all were asked
to do so at an early date.

As a result, many of the Sub-Committees which had
not reported, or had made only an Interim Report, put in
their Reports, or finalised them. The Parent Committee
has had no chance to review them, and pass resolutions on
the same. But the documents are, by themselves, of suffi-
cient value, prepared as they are by experts in each case,
to be included in this Series.

The following Table shows the condition of the Sub-

Committees’ work, and the stage to which the Planning
Committee had reached in connection with them.
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Serial No. Naine of the Sub-Committee. Final Report Interim Report (NoReports
Not consi- Not consi-
N.P.C. | deredby | N.P.C. |dered by
. Resolutionsj N.P.C.  [Resolution | the N.P.C.
Group L. Agriculture & other Sources of Primary Produc-IHandbook Handbook
tion Pp. Pp.
1. Rural Marketing and Finance - 07-00
2. River Training and Irrigation Part I 88-85
» " »”» Part II 118-113
8. Soil Conservation and Afforestation 115-119
4. Land Palicy and Agriculture 180-141
5. Animal Husbandry and Dairying 87-89
6. Crop Planning and Production do. do,
7. Horticulture 102-108
8. Fisherics
Group II Industries or Secondary Sources of Production
. Rursl and Cottage Industries
2. Power and Fuel do.
8. Chemicals do,
4. Mining and Metallurgy 779
5. Engineering Industries 75-77 130-183
6. Manufacturing Industries do,
7. Industries connected with Scientific Instruments do.
Group III | Human Factor
: 1. Labour 89-92
2. Population 85-87
Group IV Exchange and Finance
1, Trade
2. Public Finance
8. Currency and Banking 122-126
4. Insurance 08-95
Group V Public Utilities 95-97
. Transport
2. Communications 126-129 120-122
Group VI Soclal Services—Health and Housing
1. National Housing
Group VII| Education ®
1. General Education 188-139
Technical Education : do,

2.
Group VIII|

Woman's Role in Planned Economy




To sum up, fourteen Sub-Committees had made final
reports, of which ten have been considered, and Resolutions
taken upon them, by the National Planning Committee.
Twelve more have presented Interim Reports, of which nine
have been considered by the Planning Committee, with
Resolutions thereon, while three Sub-Committees have not
yet presented any report on the reference made to them.

The idea that all this material, gathered together with
the help of some of the best brains in India in the several
departments of our national life, should be printed and
published was before the Committee from the start. But
the interruption caused by the war prevented its realisation.
It was once again mooted in 1941; but the moment was not
deemed ripe then for such action, partly because the leading
spirits in almost every one of the Sub-Committees were
urthble to devote time and labour to bring their Reports up-
to-date; and partly also because war-time restrictions or
shortages had made scarcer than ever before the statistics
and other facts, which particular sub-committees would
need, to bring their work up-to-date. The war-time needs
of Government had attracted several of them to work on
Government Bodies, Panels, or Committees. For all these
reasons it was deemed undesirable that material of this
character—valuable as it must be—should be put out in an
incomplete, inchoate, obsolete form, which may reflect un-
favourably upon Indian capacity for such tasks.

The last four years of the War were thus a period of
suspended animation for the National Planning Committee.
Even after the end of the war, it has not been feasible, for
obvious reasons, for the Planning Committee to resume its
work and finalise decisions. Continuous sessions of that
body are indispensable for considering and taking decisions
on the Sub-Committee reports presented since 1940, and
putting all the material into shape, ready for publication,
not to mention making its own Report: but the political
situation in the country made it impossible. Other condi-
tions, however, are somewhat more favourable than in
1938-39, when the Central Government of the country were
all but openly hostile to such attempts. Lest, however, the
momentary difficulties make for needless further delay, it
was thought advisable by the Chairman and the under-
signed that no more time should be lost in putting this
material before the Public. Following this advice, it is now
proposed to bring out a complete Series of the National
Planning Committee’s Sub-Committee Reports, which ‘will
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serve as appendices to the Parent Committee’s own Report.
The Plan of the proposed enterprise is briefly summarised
below. ‘

Every Sub-Committee’s Report, which is in a final form
and on which the National Planning Committee has itself
taken resolutions, will be edited and published, with an
Introduction assigning their due importance to the sugges-
tions and recommendations contained in that particular re-
port, its proper place in the over-all National Plan; and
following it up, wherever necessary, by a kind of Epilogue,
summarising the developments that have taken place during
the seven years, during which the work of the Planning
Committee had been in suspension.

Those Reports, again, which, though in a final form,
have not yet been considered, and no resolutions taken
thereon, by the Planning Committee, will also be included
in the Series in the form in which they were submitted,
with such Introduction and Epilogue to each as may be
deemed appropriate. And the same treatment will be
applied to Reports which are ‘Ad Interim’, whether or not
the Parent Committee has expressed any opinion on the
same. They will be finalised, wherever possible, in the
office, with such aid as the Chairman or Secretary of the
Sub-Committee may be good enough to render. Sub-Com-
mittees finally, which have not submitted any Report at all,
—they are very few,—will also find their work similarly
dealt with. The essence, in fine, of the scheme is that no
avoidable delay will now be suffered to keep the National
Planning Committee’s work from the public.

Both the Introduction and the Epilogue will be supplied
by the undersigned, who would naturally be grateful for
such help as he may receive from the personnel of each
Sub-Committee concerned. The purpose of these additions
15, as already stated, to assign its true place to each such
work in the over-all Plan; and to bring up the material in
each Report to date, wherever possible.

Not every Sub-Committee’s Report is sufficiently large
to make, .more or less, a volume by itself, of uniform size,
for this Series. In such cases two or more Reports will be
combined, so as to maintain uniformity of size, get-up, and
presentation of the material. The various Reports, it may
be added, would not be taken in the order of the classifica-
tion or grouping originally given by the Planning Commit-
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tee; nor even of what may be called the intrinsic importance
of each subject.

In view of the varying stages at which the several Re-
ports are, for reasons of convenience, it has been thought
advisable to take up for printing first those which are final,
and on which the Planning Committee has pronounced
some resolutions. Printing arrangements have been made
with more than one Press, so that two or three Reports may
be taken simultaneously and published as soon as possible
so that the entire Series may be completed in the course
of the year.

Two other Sub-Committees, not included in the list of
Sub-Committees given above, were assigned special tasks
of (1) preparing the basic ideas of National Planning; and
(2) outlining the administrative machinery deemed appro-
priate for carrying out the Plan. These were unable to
function for reasons already explained. The present writer
has, however, in his personal capacity, and entirely on his
own responsibility, published the “Principles of Planning”
which attempt to outline the fundamental aims and ideals
of a National Plan. This remains to be considered by the
Planning Committee, Similarly, he has also attempted to
sketch an administrative machinery and arrangements
necessary to give effect to the Plan, when at last it is for-
mulated, and put into execution. Notwithstanding that
these two are outside the Scheme outlined in this Preface,
they are mentioned to round up the general picture of the
arrangements made for publication of the entire work
up-to-date of the National Planning Committee and its
several Sub-Committees.

The several volumes of Sub-Committee Reports, when
published, will be treated as so many appendices to the
Report of the parent body, the National Planning Commit-
tee. It is impossible to say when that Committee, as a
whole, will be able to hold continuous sessions, review and
resolve upon Sub-Committee Reports which have not yet
been considered, and lay down their basic ideas and govern-
ing principles for an all over Plan, applicable to the country,
including all the facts of its life, and all items making up
the welfare of its people.

The disturbed conditions all over the country, and the
Labour unrest that has followed the end of the War has
caused unavoidable delays in printing and publishing the
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several volumes in the Series, which, it is hoped, will be
excused.

In the end, a word of acknowledgment is necessary to
put on record the aid received by the Editor in the prepara-
tion and publication of this Series. All those who are asso-
ciated in the task,—members of the Parent Committee, or
as Chairmen, Secretaries or Members of the various Sub-
Committees,—have laboured wholly, honorarily, and con-
sistently striven to give the best that lay in them for the
service of the country. Almost all Provincial Governments
and some States,—the latter twice in some cases,—have
made contributions towards the expenses of this office,
which have been acknowledged and accounted for in the
Handbooks of the Planning Committee, published earlier.
Suitable appreciation of these will be expressed when the
Parent Committee makes its own Report. At almost the
end of its task, the expenditure needed to edit, compile, and
otherwise prepare for the Press, the several Reports, has
been financed by a Loan by Messrs. Tata Sons Ltd., which,
even when repaid, will not diminish the value of the timely
aid, nor the sense of gratitude felt by the undersigned.

Bombay, 1st July 1947. : K. T. Shah.

15



CONTENTS

Page

Preface @~ L.l K. T. Shah 9
Introduction e, K. T. Shah 17
Interim Repért of the Sub-Committee on

Insurance . .. .. . 37
Final Report of the Sub-Committee on

Insurance ‘e . . 51
Resolutions of the N. P. C. . .. .. 82
Appendix I ) .. e .. 84
Appendi:; II .. .. .. - 87
Appendix III .. .- .. .o 95
Appendix IV .. .. .. .. 103
Appendix V .. . ce s 108
Appendix VI .. .. o .. 112
Appendix VI . .. .. .. 114
Summary of Developments  ...... K. T. Shah 120

Note on Agricultural Insurance .. .0 149



INTRODUCTION

This Sub-Committee was appointed to deal with:—

(a) Insurance, including Life, Accident, Flreya.rme and
General

(N.B.—Industrial and Agncultural Insurance has been entrust-
ed to a separate Sub-Committee.)

EVOLUTION OF INSURANCE BUSINESS IN INDIA.

To get a proper idea of the Insurance service in the
economic life of the country, it is necessary to cast a glance
at the history of the leglslatlon governing this indispensable
item of modern economic structure.*

Prior to 1912 India had no legislation regulating insurance.

In the year 1912 the Indian Life Assurance Companies Act -
and the Provident Insurance Societies Act were passed dealing
with life insurance only. The Indian Insurance Companies
Act was passed in 1928 and thus amended the Indian Life
Assurance Companies Act of 1912 in certain particulars and
made provision for the collection of statistical information in
respect of insurance business other than the Life business.

The 1912 Act closely followed the lines of the British
Assurance Companies Act of 1909. This Act did not prevent
certain malpractices, and it was soon obvious to the Gov-
ernment that certain action was necessary to protect the
public. In 1924 the Government of India had drafted a Bill
to amend 1912 Act. This Bill was shelved because it was
thought fit to await the Report of the Clauson Committee
sitting in London about that time. The 1928 Act was litile
more than a stop-gap measure because the Government of
India wanted to await the United Kingdom legislation, which
was expected to be taken up in 1929 or so but which is not
yet taken in hand.

Mr. Sushil C. Sen, a well known Calcutta solicitor, was
sppointed to report on the amendments necessary to modernise
Insurance legislation and practice in India. His report was
duly presented and was considered by the Advisory Com-
mittee appointed by Government from representatives of all
branches of insurance in India and presided over by the Law
Member Sir N. N. Sircar. Immediately following the con-
clusion of the meetings of the Advisory Committee, Govern-

*For this brief historical sketch the Editor is .indebted to the
courtesy of Mr. Vora, the New India Assurance Company Actuary.
2
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ment prepared a bill, and introduced it in the Legislative
Assembly in 1937. The Bill was keenly debated by the As-
sembly insurance interests and the public at large, and passed
in 1938, making the first really comprehensxve law on the sub-
ject in India.

Although some attempts were made to discriminate
against the non-Indian Companies especially the United King-
dom companies which are in majority among the non-Indian
Insurance Companies they failed on account of Section 113 of
the Government of India Act.

The points of special interest in the Act are as follows:

1. Deposits

Requirement of a deposit before insurance business
can be started. Government held the view that the primary
necessity of deposit was to prevent insurers of small financial
resources or speculative concerns from commencing business.
The amount of Deposits is substantial and required for all
classes of business.

2. The creation of a Superintendency of Insurance with
wide power of supervision and control.

In the 1938 Act there was the provision for the appoint-
ment by the Central Government of an Officer who must be
a qualified Actuary as Superintendent of Insurance. All .
annual and quinquennial returns are to be made to him in
the prescribed form and he is given wide power to reject all
incomplete and inaccurate returns etc.

The Superintendent was to be a qualified actuary but in
1946, an amendment was made in this respect that the Super-
mtendent need not be a qualified actuary till 31st day of
December 1953.

3. Investments:

The Act provides that 55% of the net life liabi-
lities of an Indian or a British insurer should be in-
vested in Indian Government and Approved securities with
at least 25% in Indian Government Rupee securities. All
other companies i.e. forelgn companies must invest 1009 of
their Indian liabilities in Indian Government and Approved
securities with at least 33-1/3% in Indian Government Rupee
securities.

4. Prohibition of rebating, restriction of commission, and
licensing of agents:

Most of the life assurance companies were experiencing
high acquisition costs as well as heavy working costs. Just
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before the enactment of the legislation, the rates of commis-
sion rose to uneconomic levels and a natural corollary of
the high rates of commission was the rebating to the assured
the whole or part of the commission which the agent earned.

The Act fixes maximum rates of commission at 40% of
the first year’s premium and 5% of the renewal premiums in.
respect of life assurance business and 15% in respect of non-
life business. This restriction applies to agents who procure
or solicit business to the Company and who must be licensed.

Licence fee which was originally Re. 1 is now increased
to Rs. 1-8.

It is, however, permissible for insurers to employ persons
as special agents whose remuneration is not restricted. These
persons are employers of agents and they cannot pay any
commission or other remuneration for soliciting or procuring
insurance business except to a licensed agent.

The present position is that the rebating which was sought
to be eradicated by means of legislation has come back again
with the same force and it is prevalent to an alarming extent
hoth in the life business and non-life business.

5. Policyholders-Directors:

There is a provision in the Act which makes it possﬂole
for the representatives of policyholders to be elected to the
Board of Directors, the proportion being one-fourth of the
total number of Directors of the Company.

6. Returns:

The various annual returns and quinquennial re-
turns are to be submitted to the Superintendent of
Insurance and these have been found to be complete, con-
cise and effective in most cases.

7. Abolition of Managing Agency:

The Managing Agency system was abolished by the
Act but the creditor or Managing Directors or Director-in-
charge or a paid Chairman of the Board. of Directors has
meant that the persons in charge of management get all their
remunerations, though in a different form. .

The various amending Acts were passed in 1939, 1940
1941, 1944 and 1946; the principal amendment were:

1. The position of the Superintendent of Insurance to
be occupied by the non-actuary also. This amendment was
passed in 1946. -
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2. The Act did not provide for the renewal of registration
every year but in 1941 the provision was made for the renewal
of the registration.

3. Minor changes were made in Sections dealing with
deposits, separation of accounts and balance sheets, actuarial
report and abstract and other matters.

4. Section 27 was amended with a view to clarify the
position of the various companies but the percentage remains
unchanged.

Role of Insurance in National Economy

With the extension of the role of the State in all facets of
our national economy, in initiative, organisation as well as
administration, the scope of insurance, and function of Insur-
ance in the economic structure of the country attains pro-
gressively increasing importance. It is no longer a matter for
each individual to provide for himself on the best possible
terms he can obtain. Whether it is some provision for an
individual’s own old age and consequent incapacity to work
with normal efficiency; or for his family and dependents; their
health, education, marriage, or settling in life; accident or
ill-health for himself; or for his business, and its continued
prosperity, including the provision of security of some kind
for his workers or other business associates, tax-burdens, and
other such wellknown contingencies of business life, the in-
dividual had in the past to make his own arrangements.

Instead, the obligation to provide sufficient safeguard and
assurance is becoming, rapidly and extensively, a matter of
national concern. In many modern industrialised countries
making such provision on a collective basis, provision for an
individual’s security- in work and person, is being enforced
universally and compulsorily against some of the commonest
contingencies of modern industrial life. This provision, once
made, is -administered collectively by the State, or by a spe-
cially created organisation on its behalf.

Even where the entire Insurance business of the country
is not collectivised, in all its forms, the State, as the organised
representative of the community collectively, closely controls
and regulates all those sectors of Insurance business, which
are owned and managed by private concerns for the profit
of their proprietors.

In primitive society, based on local if not individual self-
sufficiency, there was no need of such provision. As social
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organisation became more complex, and Division of Labour
increased; as exchange began to dominate the economic sys-
tem and the hazards of enterprise increased, this business
was developed in all its forms, mainly by individual initiative
motivated by profit, in a variety of ways. The main purpose
was to minimise the known risks of a given individual or enter-
prise, as measured in terms of money.

! Modus Operandi. _

The device employed to achieve this aim was to distribute
the money equivalent of the risks, calculated on scientific
basis, on as large a number of individuals engaged in the same
or cognate enterprise, and exposed, to similar risks. Each
insured person or enterprisé was required to contribute
periodically a relatively small amount which, in the aggregate,
and spread over a considerable period, would amount to the
evaluated equivalent of the risk insured against. To each
such insured person, a guarantee, or assurance was given to
the effect that, in the event of the risk insured against occur-
ring, he would be indemnified by the Insurer, at least in the
shape of a cash equivalent. Freed from anxiety, the entre-
preneur, was able to devote his full attention to his business;
and so brought about a degree of stability in prices, which
added directly to the productivity of the enterprise.

The amount paid by the insured was, as already observed,
relatively small. The burden was, therefore, not felt by the
insured, especially as.the amount was collected periodically;
and so went out of the current expenditure, so to say, without
being felt particularly as a hardship. And if any risk insured
against actually occurred, the insured would have the entire
amount insured for replaced, and so be enabled to continue
his business or other activity, all but unaffected. The insured
amount was, needless to add, due to him. It came out of his
own contributions, accumulated and invested.

Insurance—No Charity.

There could consequently be no element of charity, as
was often the apprehension in the days when such relief or
assistance was provided by the Church, the Caste, or the
Guild, or charitable individuals. For the Insurer, too, this
was no loss paid out of his own resources; nor a charity given
from the native generosity of his heart. It was a purely
business deal, in which the insurer provided a much-needed
service 1o the insured; and for this service he had laid down
his own tariff. This tariff, or scale of insurance premia, was
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‘based upon a careful scrutiny of all the data, including statisti-
cal and other material relevant to each instance. The numer-
ous contributions collected by him from those who insured
with him were made into a special Fund, which the Insurer
invested in sound and productive investments. The return
he obtained from these investments was not only the nucleus,
—the ultimate source,—from which to pay such claims as
became due; but also to provide a margin of profit for him-
self. In the early days of this business, such profits proved
to be quite handsome to all those who were careful and
prudent in their investments; and who preferred soundness,

stability and secunty of each investment to its sensational
yield.

Importance of Sound Investment.

So important is the careful investment of the funds col-
lected through Insurance premia by the insurer; so vitally
concerned is that business with the safety and stability of the
entire productive organisation in a country, that, it was from
this angle that the necessity of a measure of public control
and supervision became evident. It was, likewise, because
of the growing recognition that this business cannot be
managed on exclusively commercial principles, wherein profit
comes before utility or service, that a greater and greater sec-
-tion of the business was brought directly or indirectly under
public control, supervision, ownership and management.

Insurance a Form of Seli-Help.

Even before the modern type of joint stock enterprise had
developed and taken root in this field, insurance of its mem-
. bers by Guild, Caste or Friendly Soc1ety, not to mention our
_indigenous varlety called the Joint Family System,—had been
developed and worked, in various countries, to achieve a
measure of security and stability. This no individual or even

a Joint Stock concern could provide by itself for all the risks
of the business.

Since the expansion of the scale of operations and the
-increasing division of labour; with the growing complexity
-and risks of modern Industrial Life coming in the wake of the
Industrial Revolution;—wherein Production became more and
-more for Exchange and not for Use,—Insurance became a
- great necessity, an integral part of the national economy, in
“all its aspects of Production and Distribution, Con-
sumption, as well as Exchange. Necessarily it has
‘had to be properly organised, and widely diversified,
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so that the several forms may serve the several needs
of the different industries and business, collective and
personal risks. No element of charity is now left in whatever
can rightly be called Insurance,—except, perhaps, in such
sporadic or unorganised efforts like the Famine Insurance(?)
Fund of India between 1888 and 1914. Whether it is insurance
against the risks; or obligations of individual life; or of busi-
ness and industry, of goods and chattels, Insurance is, essen-
tially, a form of ‘self-help, which is not given its full recogni-
tion by the Joint Stock enterprise, wherever that form of
organisation operates the Service.

Insurance—A Stabilising Factor.

This explanation of the origin and nature of Insurance
business, or of its place and function in the national economy,
does not, however, make Insurance an active factor in Pro-
duction. It is not an agent of production, and does not add
1o the volume of goods and services produced in a community;
nor does it increase directly the productive capacity of the
primary agents of production, viz: Resources of Nature and
Labour of Man. All that Insurance, properly conducted, does
is that those factors of production should work smoothly to
their maximum capacity, free from any anxiety about risks
inherent in their business, which would otherwise hinder or
handicap their efficient operation.

Insurance is thus more a Social Service, or Public Uti-
lity, than new production. Like any other Social Service or
Public TUtility,—e.g. Education, Health, or Transport,—
Insurance becomes an integral and indispensable part of
modern national economy, as well as of international com-
merce. It takes a variety of shapes, not all clearly recognised
as such. In the days before the European War of 1914-18,
many used to regard the great strength of the British Navy.
as a form of Insurance for the safety of the overseas British
commerce, if not also of the Empire. When the New Deal
came in the United States in 1933, President Roosevelt made
the measures of Social Security a pillar of his programme
for national recovery. Even the usual provision against
Depreciation may be considered to be a form of Insurance.
Even though it does not itself produce material goods, prolong
human life, or add to a worker’s or machine’s capacity to
produce, it helps all those factors doing their appointed work,
and so indirectly adds materially to the volume of production
also. Its role in the national economy cannot, therefore, be
‘too highly estimated. Its psychological value as instilling
prudence, forethought and thrift is equally incalculable. Its
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place and function in the smooth working of a country’s eco-
nomy is undeniable.

Insurance against Speculation.

We may, at this stage, compare and contrast the place
and function, in a country’s national economy, of Speculation
and Insurance. Both are economic forces, and each has its
own function or utility. Both may also be said to help in
stabilising prices, and so maintaining smoothness and conti-
nuity in the productive organisation, on a relatively even
keel. These qualities may, indeed, be attributed to either of
these forces, as understood in the best sense of each.

Taken at its best, Speculation is an intelligent anticipa-
tion of future trends in the working of demand and supply;
and such action, in consequence, on the part of the speculator,
as would, over a given distance, maintain equilibrium bet-
ween these forces, and so stabilise the economic system. It
does not add directly to the volume of material production.
But it brings about conditions in which production may func-
tion without unnecessary disturbance.

This mechanism can function only under a system of in-
dividualist economy, motivated by the desire for private profit,
and founded on individual property. In an economy which is
socialised to any considerable degree, the role of the specu-
lator will be absorbed in the Collective State, conducting the
entire economic system in common interest; when many forms
of Insurance, now considered of the highest importance, may
become unnecessary.

Insurance, on the other hand is the other side of the
medal of speculation, theoretically speaking. Their common
features have been noted already. But they have funda-
mental differences as either works from opposite ends, though
aimed to achieve the same goal. While Speculation, in its
most commendable aspect, helps to guard against dispropor-
tionate fluctuations in the play of Demand and Supply. Insur-
ance, properly directed, aids in providing against risks that
may have actually occurred. It is rather the past mishaps
it seeks to indemnify for, than try to neutralise future trends.
It thus helps to make innocuous the hazards of enterprise;
Speculation tends to safeguard against the future chances of
loss or deflection, through the erratic behaviour of the laws of
supply and demand. Both are founded on a careful study
and understanding of the data, information, and statistical
material available to either. In both cases, again, risks are
taken over by a third party in consideration of a premium or

PN
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profit. But while the former is definite and paid in advance,
the latter is chancey, and may never be realised; though if
and when it is realised it may bring disproportionately high
returns which may justly be regarded as unearned income.
Insurance helps to stabilise and rationalise production as well
as distribution by guarantee against loss if it can be expressed

in money terms. Under the existing dispensation, insurance
is also motivated largely by the Profit motive. It does not
insure against the usual losses of modern enterprise; or of the
earning capacity of the individual or of a business concern.
The indemnity or compensation it gives does not restore the
lost earning capacity. Only it minimises the evil consequences
of such a loss for the time being whether the parly concerned
iIT@ Worker or a factory. It helps in tiding over this period.

Cq, ewise, does not insure against ‘“consequential’
loss” whether of earnings or profits, during the time the
worker or the factory was incapacitated. This is a serious
lacuna which will not be filled up until the State takes over
the entire business of Insurance.

Insurance should be Nationalised; Speculation
Pena!ised.

The benefit of Insurance is reaped after the contingency
insured against occurs. The direct benefit of Speculation is
only to the speculator. And even if there is an indirect, un-
intended benefit resulting from speculation, the producer,—
or the entire productive organisation of the country—will
receive only a remote, disproportionate fractional share of
it. The modern tendency, therefore, is that while Insurance
needs to be recognised as an indispensable social service
which should be conducted as a public utility, as a collective
enterprise, Speculation should be regarded as superfluous in
a rationalised economy; and as such ought to be forbidden
altogether, or heavily penalised.

All this is on the assumption, be it added, that Insurance
as well as Speculation should be taken in the best light
possible. We have, accordingly, assumed these to be based
on correct objective data, a scientific appreciation of known
facts or trends; and not just blind hazarding for personal
proht., There is, normally, however, a greater chance of
speculation operating to the disadvantage of the individual
concerned as well as of the community; and as such requiring
to be kept under the most stringent control, even if wholesale
prohibition is considered not feasible. Insurance, on the other
hand is also liable to abuse, while it remains a private enter-
prise, motivated, however remotely, by the desire for private
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profit. But the scope of abuse, and the possibility for mis-
chief, are limited, and can be minimised by rigorous control
of the State, even if it is not wholly made into a State enter-
prise, all at once. The inevitable tendency of the age is to
turn it into a real publie utility, owned, manned and operated
by the State in the interests of the community. Recent
extension of the principle of Insurance covers the entire field
of national economy, both in its human as well as material
aspect. Modern Commerce and Industry are mutually so
intertwined, and the entire national economy is so dependent
thereon, that serious damage or obstruction in any part
would impede the work of all other parts however remote
and unconnected they may appear to be from one another.

Organisation of Insurance Business.

A scientifically planned and carefully operated national
economy would naturally and effectively guard against such
a danger by providing, or at least closely controlling and
regulating Insurance business in the common interest. It
thus increasingly becomes a Public Utility and Social Service,
even though it be not directly productive of material goods.

The National Planning ~Committee has accepted the
principle that all Public Utilities and Social Services should
be owned,—or at least rigidly controlled, by the State in the
interest of the community as a whole. But the heritage of
our recent past stands in the way. Insurance like other
social services or public utilities, started in this country, as in
the West, from which they were copied, as private enterprise,
where the Profit motive was predominant. It is beginning,
however, to be more and more realised that, if this service is
to rise to its nation-high stature, the element of private
profit must be progressively excluded, till that element dis-
appears altogether. This will become more clear in the
sequel wherein the existing forms and machinery of Insurance
are examined. .

(1) Proprietory Organisation.

There are at least three principal forms in which current
Insurance business is organised in India. There is (1) the
ordinary, public Joint Stock Company, a proprietory organ-
isation, with limited liability for its shareholders. Here
the Profit Motive is present in full force. But the growing
recognition of the common, national stake in this business
has led to increasing control and close regulation by the
State in public interest. The gradual elimination of its un-
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desirable feature, viz. private proprietorship and profit
motive, is also not far distant. For instance, the State has
compelled Insurance Companies in recent years, by law, to
dispense with the Managing Agency system which had dis-
figured Joint Stock enterprise in India ever since its start.
The same law has enforced a growing degree of control over
the collection of premia, their investment and management;
the status and function of Insurance Agents, and limitation
of Agency Commissions legally allowable, and many other
details regarding the actual conduct of operations, keeping
of accounts ete.

In certain forms of Insurance, the State takes a more
direct hand, e.g. provision for Old Age; Health &c. In these
cases, even if the State does not directly own and conduct
the business, its control, supervision and regulation becomes
daily more extensive, more exacting and more effective. The
analogy, or example, cannot but be followed in other forms
of insurance; and so the trend seems to be in the direction
forecast above.

(2) Mutual Insurance.

The second most considerable form of organisation is
Mutual Aid Society. This has comparatively small business,
but is the true method of providing this truly public utility
and real social service, so long as the State does not take
Insurance Business over collectively, and conduct it as a
public enterprise. Statistics are given in the Summary of
Developments indicating not only the recent progress, but
also the relative proportions of the business done by either
form of organisation.

In principle this is in marked contrast with the Joint
Stock enterprise in Insurance business. It is based on the
Co-operative ideal of mutual help by the beneficiaries to one
another. There are no shareholders or proprietors in this
arrangement. No profits have, therefore, to be distributed
among the owners of the business. All the net surplus of -
revenue over expenditure is available for distribution among
policy-holders whether in the form of cash bonus, in reduc-
tion of premia rates, or by some indirect service.

Though essentially a co-operative arrangement, there are,
however, a few md1v1duals, Chief Agents and such like, who
have a dominating voice in the conduct of affairs. ThlS is
due to their holding proxies for a large number of Policy-
holders, whom they induced in the first instance to be in- .
sured; and who, in recognition of this help, and perhaps to
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avoid the bother of looking into details of a business they
do not understand, make over their authority or power, to
be exercised by such individuals. In actual working, there-
fore, this type of Insurance organisation differs very little
from the ordinary, proprietory, Joint Stock concern.

Even in the Life Insurance business carried on by Joint
Stock Enterprise, there is a growing demand to make the
Policy-holder share, one way or another, in the profits of the
concern. In the Endowment Policy, insuring a life for a
fixed term, there is provision for some bonus to be declared
and added to the value of the policy from time to time, which
is an indirect form of giving a share,—or recognising the
stake—of the policy-holder in the success of the business.
Some concerns seem also to have learnt the lesson of Ameri-
can experience and policy in this behalf, whereby quite a
considerable proportion of the premium income is invested,
—if the term may be used,—in developing health services,
spreading knowledge about the ways and means of maintain-
ing and improving the health of the insured, or of the com-
munity collectively; and even helping to get the best treat-
ment and proper diagnosis of disease among the insured when
it occurs. This is another manner of enabling the insured
to share in the resultant benefit, though, of course, the whole
of the surplus is not returned to the “consumer” of the service,
as is the true principle of Co-operative enterprise.

The Premium rates are also slowly lowered, if actuarial
data advise that course. But so long as private enterprise
persists in this great field of social service and public utility,
neither lowering the premium rates, or giving away bonus,
nor increasing the wages of those serving in the enterprise,
can stand in the way of the proprietor’s profit being distri-
buted in as full a measure as permissible. A statutory maxi-
mum of distributable profit may be palliative; but the basic
principle would not be altered by such devices. In the Mutual
Society, also, the root evil of the individualist system of our
society is evident, as therein, too, the distribution of surplus
has more the air of profit to the proprietor of agency rights
than to the real source of the business.

A noteworthy development in this line is the Thrift
Society, intended to promote the habit of saving among urban
proletariat. Each such society collects regular monthly
savings from members for a period of two to four years.
These savings are invested and the amount collected is
returned to the subscriber at the end of the period with
interest. Thrift is a well known form of real self-insurance.
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Life Insurance Societies seem to have evolved out of this;
and they are now in operation in Madras, Bombay and Ben-
gal. The Bombay Society, started in 1930, worked in the
beginning as a Provident Society only. It issued policies of
Rs. 150 to Rs. 500, and that without medical examination.
It was intended to bring Life Insurance on economic terms
within the reach of small income brackets, in village as well
as in town. There is no share capital, and the Society works
as a Mutual Society. In recent times, it has widened the
scope and has begun writing policies for larger amounts. The
total business, according to the latest figures, is over 2 crores.
The Bengal venture on the same model could not succeed,
and so has had to be amalgamated with a Joint Stock Com-
pany. The South India Co-operative Insurance Society start-
ed as a full fledged Insurance concern, with share capital and
comparatively low premia rates; and the business aggregates
over Rs. 34 crores now.

(3) Post Office Insurance.

In contrast with the Joint Stock Concern and Mutual
Insurance Society is the Postal Insurance system, which is
meant primarily for the employees of Government.

Under General Rule No. 2 of the Post Office Insurance
Fund Rules, the benefit of the Post Office Insurance is open
to:—

(a) all permanent Government servants in railways, or
other offices or departments, and Post and Tele-
graphs, whether serving in India or abroad;

(b) those in the Military Work Services and clerks in the
’ Military Accounts Department;

(c) temporary and officiating Government servants,
whose pay is regulated by the Fundamental Rules or
Civil Service Regulations, provided each applicant
for such insurance has attained majority, and has
been duly certified to be in Public Service;

(d) this also applies to section writers, declared by a
gazetted officer of the Department to which they are
attached to be eligible for admission to the benefits
of this Fund;

(e) permanent servants of the Universities in India; -

(f) Government servants paid out of Local Funds and

(g) probationers in Government employ are likewise
eligible;
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(h) permanent servants of the Government aided edu-
cational institutions;

(i) and of the Council of Scientific and Industrial
II?{eS(ilarch are also entitled to take the benefit of this
und.
No one, once admitted to the benefit of the Fund, can
be debarred from it, even after leaving the service
for whatever cause,—except for false information
while being insured.

Two forms of Insurance are allowed under these Rules,
viz. Life and Endowment Insurance. According to the latest
statistics available, i.e. up to the end of 1944-45, the total
number of lives insured at the end of 1944-45 was 15,629;
and the total value was Rs. 3,71,39,687. The total number
of Endowment Policies in force was 77,331; and the total value
of those policies was Rs. 15,10,73,472. The Premium realised
on all Policies, whether full Life or Endowment, was in
1944-45, Rs. 75,49,000; while the total claims paid in that year
amounted to Rs. 85,34,000. The total Life Insurance Fund
amounted to Rs. 195,05,551; and the corresponding figure for
the Endowment Fund was Rs. 884,24,144,

Any person who is admissible to the benefits of the Post
Office Insurance Fund may effect an insurance on his life for
a sum not less than Rs. 100, nor more than Rs. 20,000 payable
at death; or may purchase an endowment assurance policy
within the same limits of maximum and minimum sum, pay-
able on his attaining 45, 50 or 55 years of age, or on death if
it occurs before the specified age. Needless to add that those
insured under this Fund have direct Government security
than which no security can be greater.

The premium is collected by monthly payments until the
person insured reaches the age of 50 or 55, or during the life
of the insured if death occurs earlier than 50 years of age.
In the case of an Endowment Policy, the premium is collected
by monthly payment until the insured reaches the age of 45,
50 or 55 years. The first premium must be paid in cash;
but afterwards it may be deducted from the monthly salary
while the insured is in service, or be paid otherwise by the
insured.

The other formalities regarding the soundness of the life
to be insured, the mode of assignment, the procedure for
paying up the sum assured on death or maturity of an Endow-
ment Policy, the rules and conditions of medical examination
of the Insured etc. are similar to those pursued by a Joint
Stock Life Insurance Company in like cases. There are,
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however, no intermediaries or agents, to whom Commission
must be paid; and the premium rates compare not unfavour-
ably with those charged by the ordinary Insurance Company.

Provident Fund System.

The system of Provident Fund for public private em- -
ployees, particularly where there is no arrangement for super-
annuation pension, partakes of the character of Insurance in
many important respects. It is a form of thrift, or saving,
‘which enables a worker to provide for a rainy day, when the
earner is incapacitated from work by death.

It has many advantages over other forms of Insurance
and also over Superannuation Pension. The worker is cons-
cious, every time he makes a payment on account of his
Provident Fund, that he is himself contributing to the provi-
sion for his old age or incapacitation. This is not so clearly
evident in a Pensions system, even where the pension is made
up of contributions from the worker during the period of his
active work. Even though Superannuation pensions are
paid, theoretically, out of a portion of the pay due to the
worker deferred, the true nature of that amount which is
deferred pay is not recognised by the contributory, or by the
community. Pensions, moreover, are available only on
reaching a prescribed age, or having put in the prescribed
period of service. The Provident Fund, on the other hand,
accumulated from year to year, is available, in case of need
to the worker at any time even during his active working
life. A Pension again is a fixed, regular payment, which
ceases with the life of the pensioner; while the Provident
Fund brings the accumulated total of his own and the em-
ployer’s contributions and interest, in cash on the worker
reaching a given age. The contributing worker is thus in a
position to enjoy the fruits of his thrift while he is alive; and
also able to make some provision for his family or dependents.

In the earlier years of the worker’s life, the contributory
Provident Fund has a disadvantage over the Endowment Life
Insurance, which is also a form of Provident Fund} or vice
versa. For the total value of the contributions would be
negligible in the event of the worker dying at an early age.
This Fund, moreover, is usually made up of the periodic
contributions of the worker and his employer. The rules
however affecting the Provident Fund leave a margin of dis-
cretion to the employer, and permit a variety in the rates of
contribution, which cannot but militate against the utility of
the Fund. It is, therefore, necessary to make this form of
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contributory provision for a citizen’s old age or premature
incapacity to combine- the advantages of the Pension system
and Endowment Life Insurance somewhat on the lines of the
Family Pensions Fund of the Indian Civil Ser\’/ice.

It is not impossible to approximate the Government and
all other pensions to the Insurance System Annuities or Life
Endowment. In fact, the Pay Commission of last year (1947)
has recommended some arrangement of this kind. The ad-
ministration can then be made much more economical and
business-like; the contributions more scientifically calculated
and collected; the Funds more productively invested; the
habit of thrift and self reliance more widely inculcated. In
a planned society as envisaged in this Series, Superannuation
or Old Age provision would have to be made for all citizens
alike who have contributed a prescribed length of Service
under the Plan; and provision for their Old Age or incapacity
will have to be made as part of the nation’s obligations to its
members. This can best be accomplished by bringing such
provision in line with the National Insurance Service.

Another much over due improvement in the system
would be to vest the management of all the Provident Funds
throughout the country in a single Statutory Corporation,
working on a non-profit basis. In such a system, service
rendered, or work done no matter in what capacity and for
what employer, should be treated as integral part of the
aggregate national work; which must be accordingly, pro-
vided for on a national basis. The discretion of the employer
in handling the funds must be curbed; arbitrary rules regard-
ing Provident Fund in the various employments, particularly
in the sector of the national economy under private enter-
prise must be standardised; the chances of injustice to the
worker, must be eliminated altogether. All work or labour
must be taken as integral part of the national service, as part
of the planned economy, and as such must be provided for
against all the normal contingencies of working human life.
The principle of Workmen's Compensation or of Maternity
Benefit, can be similarly brought under one uniform adminis-
tration, governed by the same principles, and worked on a
non-profit basis as public utilities or social services.

There are, according to the Insurance Year Book for
1946, some 136 Provident Societies in India, of which nearly
half had headquarters in Bengal, and a quarter in Bombay:-
The total number of policies in force with these societies was
76,410 at the end of 1945 of the aggregate value, including
bonuses of Rs. 2,48,82,200 and annuities aggregating Rs. 22,600.
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National Health Insurance.

Until a system of national health insurance for all citi-
zens is adopted, as a compulsory provision in the contract of
employment of labour, and also for professional men, artists,
writers, traders etc. working on their own without having
any single definite employer, the compensation paid by em-
ployers to their workmen for accident, illness, or other contin-
gencies like maternity, will remain more or less at the dis-
cretion, if not at the mercy, of the employing class. If we
desire to guard against this, it is imperative that this parti-
cular form of Insurance should be nationalised wholly from
the start. The scope for the employer’s discretion or arbi-
trary action must be eliminated altogether. The chances
even of the medical profession acting as exploiters of illness,
accident or disablement would be minimised as recommended
by the Bhore Committee on national health. Other sections
of the population, including the vast volume of agriculturists,
have yet to be brought within the pale. But a beginning
may well be said to have been made on sound lines.

As remarked in another volume in this Series, i.e. that
on Labour, a beginnnig is being made in the direction of
systematic national Health Insurance at least for the indus-
trial worker by a proposal for legislation in the Indian Legis-
lature at the moment of writthg. This will protect the worker
against all accidents in the course of his employment, and any
illness to which he may be exposed. The protection will be
in the form of medical relief and general health service which
will be wholly nationalised. It would, therefore, be no
concern either of those who render the service, or those who
benefit from it, to derive profit for themselves out of this
arrangement.

The industrial population of this country, however, is
very small, being less than a fraction of the total working
citizens of India. The extent, therefore, of the benefit deriv-
able from this beginning, would naturally be very much
restricted. If the system, however, is to benefit every citizen
and effectually guard him against all the normal risks of life,
it must be extended, as the Beveridge Scheme has been ex-
tended in Britain. Every adult citizen should be brought
within the scope of this arrangement. Drones and butterflies,
—the gilded youth and boastful age of those unemployed, or
living on their property or wits, must be eliminated. . None
shall have bread to eat who would not work. None shall be
parasites, none must be exploiters, none need be unemployed.
The National Insurance must be compulsory and universal,

3
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providing not only for sickness and old age, accidental disabi-
lity and family or social obligation; but also against unem-
ployment. Many of the contingencies or obligations now
having to be provided by every prudent citizen on his own,
will be national obligations, e.g. education for one’s children.
And what remains must be safeguarded by collective enter-
prise. Such insurance cannot be deemed charity, as each
individual would be contributing his own share, scientifically
calculated in the shape of premium so that whatever benefit
he receives would be his rightful due again calculated on a
scientific basis and awarded as a matter of right.

Under the system of national insurance here envisaged,
employment will be guaranteed to every citizen in accordance
with his training, taste or temperament; while unemployment
will be effectively insured against. If no one is to be a para-
site, no one should also be out of work. It would be the
function of the National Plan to see that there is employment
for all, and unemployment for none.

Obsoletion of Life Insurance in this Scheme.

Once the system of Insurance is universalised in the
manner indicated above against all the normal contingencies
of life for human beings, there would be no need to provide
for what is perhaps the largest single branch of insurance
business today, namely Life Insurance, if work is guaranteed
for every individual, and all normal contingencies of human
existence are guarded against. If, further, the old age, or
enforced incapacity of individuals, is similarly provided for
by the collective action of the community, the interest of any-
one after death would be nil. The present necessity for every
prudent individual to make his own provision by way of
Insurance for his family dependants is inescapable. For
unless an individual exercises his own prudence, there would
be no agency to look after his natural dependants once his
own guiding and helping hand for earning is removed- On
the assumption made above, this would no longer be neces-
sary when the State takes up all other forms of Insurance,
including insurance against any contingencies or guarantees
work in accordance with everyone’s ability, aptitude and

training.
Forms of Insurance.

The Report of the Sub-Committee gives in detail the in-
surance business as practised today under the agency of
private joint stock enterprise, mutual society or collective
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effort.. As stated already, Life Insurance forms the most,
important of these categories. There were, on 30th Septem-
ber, 1945, a total of 330 life insurance concerns at work in.
India, of whom 230 were Indian. The total number of poli~
cies in force, on the same date, was 25,92,000 of which.
23,76,000 were with Indian concerns. The total amount in-.
sured for was Rs. 551.28 crores of which the Indian concerns”
share was Rs. 459.43 crores or nearly 90%. The premium in~
come totalled Rs. 22.43 crores of which the Indian share was:
Rs. 18.10 crores. In this sense of the term Insurance busi~
ness is being rapidly notionalised, i.e. being owned and man-
ned by Indians for Indians. But in the larger, fuller sense
the business has yet to be nationalised, in Life as well as
in other respects. The non-Indian enterprise, though rapidly
diminishing in scope, still retains the more profitable sections
even in Life Insurance, the average value of the life insured
by Indian concerns being Rs. 2,206, and that by non-Indian
concerns being Rs. 5,587.

Mention may be made in passing of a handicap whick
Indian enterprise in this field used to suffer from until the
country attained Independence. The competition of foreign,
particularly British, enterprise was severe, as it received a
preferential treatment in the collateral services of banks,
shipping, and business in general. This handicap is now of
very little significance, as the Indian Legislature is now sove-
reign at last, perfectly competent and clearly resolved to pro-
vide all the necessary safeguards for indigenous enterprise.
The actual conduct of business in this field may be open to
criticism. But it cannot be dem;a that the recent expansion
in the volume of business, as shown in the tables given in the
Summary of Developments at the end of this volume, has re-
sulted as much because of the growth of consciousness
amongst the people of India regarding the need for Insurance,
as to the facilities, encouragement or protection provided by
the State for this enterprise.

Life Insurance Business in its various forms, including
whole life, endowment policy, or the annuity business, to
provide maintenance during old age, superannuation or
special arrangement for the education of children, their
marriage and settlement in life, dowries for girls and so on,
is still no doubt, the most important form of Insurance. But
there are other forms no less important, such as all kinds of
accidents to the individual or to property, by fire, collision,
earthquakes and other visitations; loss by theft or burglary,
riots, and civil commotion, form yet another category of
insurance business which must diminish in importance in
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proportion as the place of property in the national economy
is reduced, and in proportion as a settled Government with
law and order prevails all over the land. The insurance of
property would, in fact, become progressively as unnecessary
as insuring one’s life, if the entire national economy becomes
socialised; and all agencies and their working belong to the
community collectively, their benefit being taken by the in-
dividuals forming the community as a whole. The State
conducting all productive enterprise, social services and
public utilities will, of course, make provision by way of
depreciation of plant, buildings and machinery; repair and
replacement; obsolescence and renewal. Such provision
would theoretically be a sort of insurance against each parti-
cular contingency occurring. But the Sovereign State with
collective ‘enterprise, operating a scientifically planned eco-
nomy, need not rigidly follow the same rules of conduct it
may itself have imposed on private entrepreneur in a regime
of individualist, uncoordinated, anarchic economy. Finally a
a word of acknowledgement is due to those who have helped
the undersigned substantially in preparing the Introduction
to this Report and the Summary of Developments. Mr. B. K.
Shah, General Manager of the New India Assurance Co., Lid,,
who had acted as de facto Secretary to this Sub-Committee,
and that Company’s Actuary, Mr. Vora, have been of great
help for which no expression of thanks can be excessive,

K. T. Shah,



INTERIM REPORT
of the
Sub-Committee on ‘Insurance’. =

1. The National Planning Committee appointed a sub-
committee to deal with:—Insurance including life, accident,
fire, marine, and general; but specifically excluding industrial
and agricultural insurance, which were entrusted to a sepa-
rate sub-committee.

2. The scope thus assigned to our sub-committee, in the
present stage of the organisation of insurance work in this
country, and its potentialities for expansion, is so vast, that
the data and information relating to our subject were difficult
to collect, even where they existed within the time at our dis-
posal; and so unreliable that the sub-committee feel that the
time allowed to them for submitting the report would not
suffice to enable them to complete a comprehensive report
covering all aspects of the subject.

3. At its very first meeting the committee decided to
proceed by the method of preparing a questionnaire specifying
the problems involved in the reference made to them, and
inviting replies from associations and individuals presumed
to have specialised in that business, or to have experience of
conducting that business sufficient to enable them to give
valuable opinion or information on the particular problems
referred to them. '

4. Though ample time was given to such persons and
associations as were invited to reply to the Questionnaire, the
substance and character of the replies received were in many
cases far from what the sub-committee had expected. Mean-
while, the time allowed both to the National Planning Com-
mittee, and to the sub-committee, to submit. the report, was
fast expiring; and so, at their next meeting, the sub-committee,
decided to proceed by the method of laying out its own pro-
blems, or defining the specific issues involved in the subject
matter of their Reference; and making brief recommendations
on each of those items with the help of such members of the
sub-committee as were able to be present and help in the
discussion. . C

5. These issues were, accordingly, prepared and circu-
lated amongst the members, and a meeting of the sub-com-
mittee was called and held on the 17th, 18th and 19th March,
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1940, where general decisions outlined below were arrived
at on the issues placed before the sub-committee:—

6. At the outset, the sub-committee would like to observe
that their Report must be taken as an integral whole, which
cannot be accepted in parts only. They believe there is some
ground to apprehend that, under the present constitution of
the country, while certain of the recommendations may be
taken up for adoption by the Central Government or Provin-
cial Governments, which suit their respective policy or con-
venience, others,—perhaps more important from the point of
view of our national economy,—may be ignored. The sub-
committee are aware that the division of functions as between
the Central Government and Provincial Governments, under
the Government of India Act, 1935, makes the question of
Insurance a matter of overlapping jurisdiction, at least in
some regards. Hence, while the general policy is determined
by legislation enacted by the Ceniral Government, its adminis-
tration is left in the hands of the Provincial Governments.
In this state of affairs, any recommendation of the sub-com-
mittee, which may be calculated to encourage, for example,
indigenous enterprise may not be possible for the Provincial
Governments,—who have administration of law in their
hands,~to carry out. The Central Government may on the
other hand actually adopt a line of policy which may fail to
give effect to thie purpose the sub-committee may have had
in view in making their recommendations. This is why the
sub-committee desire that their recommendations must be
taken as a comprehensive and indivisible whole, which must
be adopted or rejected as a whole.

. 1. The sub-committee also realise that insurance service,
like all other parts of the national economy, will be an integral
part of the system of planned economy which the National
Fizrning Committee is set up io formulate. Under such a
planned system of national economy, which carefully guaran-
tees all parts of the material as well as cultural life of the
nation to be simultaneously organised and developed, there
will necessarily be a large scope for expansion in the insurance
service as in other services of a social character. The sub-
committee feel it all the more important, therefore, that, in
giving effect to their Report, the recommendations must be
all taken to be inseparable parts of one comprehensive scheme,
and not in one or more separate blocks, or treated apart with-

out materially damaging the entire scheme.
" 8. The sub-committee would accordingly recommend to

the Planning Committee that every care should be takgn, in
formulating their Plan, that so far, at any rate, as their re-



INSURANCE 39

commendations relate to the Insurance service, those recom-
mendations would be treated as integral comprehensive
scheme which may be adopted either wholly or not at all.

9. The sub-committee are not unmindful of the possi-
bility that there may be individual recommendations among
those made below, which, like that with regard to an intensive
encouragement of Provincial Governments to the indigenous
enterprise by every means in their power, or a system of
compulsory reinsurance by non-Indian insurance companies
working in India with Indian insurance enterprise, which
may be possible to give effect to immediately, even without
waiting for a comprehensive National Plan to be formulated.
The recommendation of the sub-committee above, viz. that
their Report be taken as an integral whole, should not be
treated to preclude the possibility of such an action being
taken to the advantage of the indigenous enterprise, and to
the betterment of the service rendered thereby, pending the
formulation of a comprehensive plan of National Economy.

10. The sub-committee will now proceed to develop
their specific recommendations. In putting forward their re-
commendations the sub-committee have taken the entire
field of Insurance services, included in the reference to them,
as divisible into 3 main parts namely,

(i) that, suitable, in the opinion of the Sub-Committee,
for being conducted by the State as a kind of national service.

(ii) that part of the work which in the opinion of the
sub-committee, may best be conducted as co-operative or
mutual enterprise, and

(iii) the remaining portion, which may be conducted
most efficiently by private enterprise, under the general super-
vision and control of the State.

11. Before proceeding further, the Sub-Committee
would like to point out that there may be a common margin
of the field left in which all the three classes given above
may overlap, namely as between 1 and 2, and 3, 2 and 1.

12. In the opinion of the Sub-Committee, Item 1 in the
Issues placed before them would cover all insurance relating
to what are collectively known as Social Security Services.
This may include: :

a. insurance regarding health or sickness, and all attend-

ant and consequent needs;

b. provision for old age of given classes of individuals

who are unable to make corresponding provision for
this; and
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¢. unemployment relief for those who, having been once
employed, have been thrown out of employment for
no fault of their own.

13. In this connection also, the sub-committee would
like to point out that the term Public Utility Concern or
Service, if applied to Insurance, is likely to be misunderstood.
Generally speaking, that term is used in connection with the
supply of water by Municipalities, or of sanitation, light and
power by corresponding authorities, or by the Local Govern-
ment. The Insurance service is of a wholly different type,
and we would not like Insurance even spoken of as a subject
of public utility, to be confounded with the items we have
mentioned above. It is a service of national importance, no
doubt; from which the profit element should be, if not elimi-
nated, at least minimised as much as possible, either by with-
drawing certain categories of insurance business from the
purview of private enterprise as given above, or by a strict
regulation and rigid control of the entire business which is
left in the hands of the private individuals, so as to minimise
the profit element.

14. The sub-committee would further like to point that,
in regard to such Insurance work as is conducted by the
State directly, i.e. the Social Security Services mentioned
above, these must be provided on the basis that:—

a. The Insurance provision is made compulsory through-
out the class to which it applies, and throughout the
whole country as regards that class of people;

b. It is made on the basis of contribution from all the
classes gr groups concerned, or benefited, by the pro-
vision of that service, viz. the worker, the employer,
and the State;

¢. In defining employment, which would serve to qualify
for Insurance benefit, care should be taken to exclude
all those factors which are likely to give occasion for
fraud or misuse.

15. The contribution, it may be added, would be in
stated proportions,—not necessarily equal,—from the worker,
the employer and the State.

16. The State would manage the funds thus collected,
and would also make up the balance, as and when it may
become necessary, for providing the relief that may be needed
in any given period. The conditions, also, under which such
relief may be given, will have to be carefully laid down in the
law governing such Insurance, and in the rules under which
the management of the funds collected will be defined.
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17. In the second category, viz. Insurance business
deemed appropriate to be conducted by Co-operative or
Mutual Enterprise, the most important would be Life Insu-
rance in all its forms, whether by endowment, annuity, or
other special life policies, including provision for higher
education for growing children, or other special contingencies
like dowries on the marriage of daughters, holidays, fidelity,
credit, etc. The distinguishing features of Mutual Insurance
Enterprise are:

i. The management is supposed to be for the benefit of
all co-sharers, and by their representatives, who are
chosen from among themselves; and

ii. the net surplus remaining after the usual provision
for reserve, etc. has been made, is divisible in stated
proportions amongst the members.

18. In this manner it may be said to minimise, if not
eliminate, the element of private profit. It would also pro-
vide for a measure of publicity as regards the conduct of the
enterprise, which may be regarded as the distinguishing
characteristic of all public enterprise, and constituting a
healthy check upon the actual administrators of such enter-
prise.

19. In this connection, it may be interesting to note
that, thanks to the growth of Mutual enterprise of this char- -
acter, which divides the surplus amongst the assured, even
private enterprise or proprietory concerns are being increas-
ingly obliged to distribute, by way of bonus, amongst their
policy-holders a major portion of the surplus, which they
obtain in the conduct of these enterprises. Competition,
therefore, between such Mutual and Private Enterprise seems
to result in the benefit of those who receive the service. And,
if the system continues to grow on the same lines, there will
be little danger of the assured being exploited for the benefit
of the proprietors of an Insurance concern.

20. The system of Mutual Insurance may also be suit-
able, the sub-committee think, in regard to such other contin-
gencies of life or business, as may be of a homogeneous
character and may be common to more or less homogeneous
groups, such as fire insurance in building societies parti-
cularly; and employers’ liability, under the employers” liabi-
lity acts, which are becoming a common feature of modern
industrial societies.

21. The remaining category of Insurance work defined

in paragraph 10 above, may, the Sub-Committee believe, well
be left to private enterprise. It need not of course, be
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the exclusive domain of private enterprise, because in a
number of cases it will be conducted side by side with mutual
enterprise of a like nature. As noted just above, the presence
of Mutual Enterprise, and its peculiar characteristics of distri-
buting amongst the assured, would help to make Private
Enterprise more and more serviceable to the assured, and less
and less likely to be an engine of exploitation for the benefit
of private proprietors.

22. At this stage, it is unnecessary to specify more parti-
cularly the conditions which must regulate such enterprise
in Insurance. All Insurance work, no matter by what agency
conducted, must be under a close, constant and regular super-
vision and control from some Central Government Institution,
- so as to safeguard properly the interests, not only of the
insuring public, but also of the entire National Economy, of
which it is a part.

23. After giving this general view of the division of
Insurance work, and the conditions under which, in general,
it should be allowed to be conducted in its several categories,
the sub-committee would now proceed to lay down certain
very general principles of policy, which, they consider, ought
to be adopted in organising and providing the Insurance
Service in the country.

24. The objective to be aimed at in regard to the Insu-
rance Service, in all its varied forms, should be: that all
contingencies of daily life should be duly provided for, thus
rendering the individual free from the anxiety of social in-
security, which to-day accounts for a large wastage of human
energy in the mere anxiety to find ways and means of main-
taining a certain level of social security.

25. At the present time, out of the total potential scope
for Insurance in regard to life, fire, marine, burglary, robbery,
or theft, all other forms of property insurance, or such risks
as earthquake, business interruptions, civil commotion, title,
credit and fidelity Insurance, are covered, not to the extent
even of one per cent of this potential margin.

26. Ways and means must, therefore, be devised, as
integral parts of the Planned Economy, to educate the publie
to realise the vital importance of Insurance Service, and to
develop the national economy on a basis to afford such

insurance so as to round up and complete the sense of social
security, in the period of the Plan progressively.

27. A general policy should also be laid down, if so
considered advisable, for the progressive acquisition by the
State of such forms of Insurance Business as may be under
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private ownership and management, with just compensation
of those private interests which have been engaged in such
business.

The Sub-Committee, however, would add that this ques-
tion is of general application, and that accordingly it should
be dealt with by the Planning Committee as a whole, while
that body deals with various industries and enterprises.
Whatever policy is there recommended, will also apply in this
case. So far as Insurance business goes, the Sub-Committee
is of the opinion that this service is of vital importance to the
nation; and, therefore, it is essential that its safety and effici-
ency should be fully safeguarded. These, the Sub-Committee
consider, are best brought about by healthy competition; and,
accordingly, they have recommended a system of regular
Government control and supervision. The Sub-Committee
are, further of the opinion that, should circumstances arise
where the above essentials of safety, efficiency, and compe-
tition in Insurance are endangered, or eliminated, the State
may take such steps as it deems necessary, including acquisi-
tion of such business with just compensation.

28. In order to organise the National Insurance System
on a sound, all-round, nation-wide basis, embracing every
contingency needing to be insured against, it would be neces-
sary to establish a Central Co-ordinating National Insurance
Institution.

Such an Institute would not only provide for the manage-
ment of such of the Insurance Business as is carried on by
the State or any of its representative directly, but also for
the supervision, control, and regulation of those portions of
the Insurance Business which are under private enterprise,
and also for those to which the State becomes a contributory.

29. There is, at the present time, a great dearth of
statistical data and other material needed to provide an effici-
ent Insurance Service, as regards all forms of contingencies
needing to be insured against. It must be, therefore, one of
the most urgent and important tasks of this National Insu-
rance Institution, assisted by a representative body, to
collect the necessary statistics, data or material, which are at
present lacking, with special reference to India, but also
comvaratively so as to ensure a proper basis under Indian
conditions for rendering such Insurance Service.

30. At the present time, the data, material, or statistical
information on which insurance business is being conducted
in this country, whether by Indians or non-Indians, are
mainly of non-Indian origin or non-Indian analogy. This is
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essentially unsound, and liable to betray the entire Insurance
Business into unwholesome channels. The Central Govern-
ment of the country must accordingly be requested to take
this work of compiling materials on the items mentioned in
Appendix L* required to devise the National Insurance
Scheme for social security services, immediately in hand,
whether on the occasion of the approaching Census in 1941,
or l;{y some specific organisation exclusively devoted to this
work.

31. The National Insurance Institute should have its
counterpart in every province and other units forming the
Federation of India, wherever any form of Insurance is being
carried on directly by the State or its representative, or in
which the State or its representative is directly concerned
as a countributory or otherwise.

32. The division of powers and functions between the
National and Local Insurance Authorities representing the
State should run mainly on the general lines as follows: viz:(—

(A) the Central Authority should lay down the basic
policy, and exercise control, particularly over the
investment of funds provided under the different
heads of Insurance; while

(B) the Local Authorities representing the State, each
in its own area, should concern itself with the
carrying out of that Central Policy and adminis-
tering the daily affairs of each such insurance unit
on a common basis prescribed by the Central
authority.

33. Insurance business in this country carried on by
Indian as well as Non-Indian enterprise, is mainly, if not
wholly, of a private character. Apart from the Post Office
Insurance for their employees, and provision by way of
provident fund by the State Railways or for some other cate-
gories of public employees, there is hardly any kind of public
Insurance Enterprise in this country.

34. Non-Indian Insurance Enterprise is generally able
to compete on unequal terms with the corresponding Indian
Enterprise, usually' to the prejudice of the country. Any
scheme of National Insurance must, therefore, provide for
the entire insurance service being organised by indigenous
enterprise.

* Cp. page 84, Questionnaire.—Editor.
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35. Where indirect or direct advantages are enjoyed by
non-Indian . Insurance Enterprise as against corresponding
Indian Enterprise, they must be effectively dealt with so as
to secure equality of competition and opportunity for the
Indian enterprise. .

36. Non-Indian Insurance business operating in India
should, likewise, be required to re-insure part of their Indian
as well as non-Indian business with the National Insurance
Authority in India.

37. The maximum scope open for the extension and
expansion of Insurance Service in this country has already
been indicated above. With a view to make Insurance co-
extensive with all insurable contingencies, as integral part
of the Plan, the State in India should, by legislation or exe-
cutive action, as the case may be, adopt every device to faci-
litate such extension and expansion.

38. The portion of Insurance business, at present
covered by Mutual or Co-operative Units, in comparison to
that under private hands is shown under the following
statistics:—*

Life Business z
. - Business in Business outside
Companies India India
1. Joint Stock:
Indian . .. 1,117450,000 4,10,09,0600
Non-Indian . . 5,26,53,000 —_
2. Mutual (Death Benefit Funds
excluded):
Indian e . 11,03,11,000 12,15,000
Non-Indian . . —_ —_

3. Provident Societies:
Indian - . .. .e 10,20,68,000 _—
Non-Indian . .. — f—

*Figures taken from the Government of India Insurance Year Book
for business for the year ending 1945. The original Report leaves the
biank in the text unfilled. : —l\‘]d.ltor.
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39. In order to facilitate extension and expansion of the
Mutual and Co-operative system, wherever considerable
numbers of people, workers or otherwise, are to be found
under more or less homogeneous conditions, every facility
should be provided to encourage them to organise as Mutual
or Co-operative Societies for Insurance against their com-
mon contingencies of Life.

40. Special Insurance Legislation providing for the
Institution of a National Insurance Institute, as well as for
the general regulation, control and supervision of the Insu-
rance business in the country, must see to it that no unfair
or unequal advantage is enjoyed by non-Indian enterprise in
the field of Insurance in India.

4]1. As regards investment of funds collected by Insu-
rance Companies, it is a very specialised business; and, as
such, it should ordinarily be left to the Insurance Companies
themselves to deal with it, under the general control of the
Planning Authority. With regard to the general policy
governing investment of Insurance Funds, we mention below
some outstanding features of the Legislation and practice
governing this subject in other countries, and suggest that a
similar line be adopted in this country in that regard.

42. Re-Insurance business should progressively be
Indianised. The scope of the business, at the present time,
is indicated by the following*

“LIFE:

In so far as the Life assurance business is concerned the
necessary reinsurance is secured through Facultative accep-
tance or sharing of risks among the Indian Companies. Very
rarely Indian Companies have to seek the help of reinsurance
companies situated out of India.  This is usually the case when
a policy for an abnormally large amount is required.

GENERAL:

Insurance being international in character, most con-
panies desire to diversify their portfolio of risks and to limit
their retentions according to the nature of contingencies in-
volved and aggregation of risks.

It will therefore be necessary to spread the risks over as
many Insurance Companies as possible, and this necessity has
given rise to Treaties, local reinsurance and other arrange-
ments.

. ®For figures see the next page—Editor.



INSURANCE 47

The scope of Reinsurance is indicated by the following
figures of selected Indian companies:— ‘

FIRE BUSINESS

Gross

Pre-
miums writften

Net Premiums
written in India

" Percentage

Year in India by ;
selected com. PV these com- retained
panies. panies
Rs. Rs.
1944 4,45,89,424 1,79,48,245 40.2
1945 4,90,60,883 2,08,35,584 42.5
1946 6,04,57,913 2,79,85,109 46.3

Looking to the hazards covered it is difficult to reinsure
the whole amount in India.

MISCELLANEOUS INSURANCE

Sﬁms Wfitlt‘eex; Net Premiuvas
Year in India by written in India Percgntage

selected  come by thes;e com- retau‘led.

panies. panies.
Rs. Rs.

1944 78,57,157 66,03,842 841
1945 93,82,464 78,82,289 84.0
1946 1,87,05,660 1,36,74,929 731

The decrease in the percentage of premiums retained by
the Indian Companies in 1946 is due to the expansion of busi-
ness on account of Third Party Liability business which was
made compulsory for Motor Vehicles and which requires a
proportionately larger reinsurance than most other, classes of
business transacted under the head “Miscellaneous Insurance.”
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MARINE BUSINESS

Gross Pre-

miums written Net Premiums

Year in India b written in India Percentage
selected  com. by thes_e com- retained.
panies. banies.
Rs. Rs.
1944 1,74,46,484 77,11,484 44.2
1945 1,42,33,031 76,95,469 54.0
1946 1,56,99,953 75,13,881 479

» The Marine business involves risks which a prudent in-
surer would like to reinsure to a larger extent. And the
nature of business is such that at all times we shall have to
take recourse to the reinsurance market situated out of India.”

43. While we recognise that a certain portion of funds
of Insurance Companies may be made available for the pur-
pose of Planned Economy, we are of opinion that it is so
essential to safeguard the funds of Insurance Companies,
that we suggest they should not be required to contribute a
portion of their funds for this purpose, unless the choice of
selecting the investment is given to the Insurance Companies,
and all the investments are guaranteed by Government, both
with regard to capital and interest with a further guarantee
of a minimum rate of interest in the case of each such eligible
investment.

44. All employers of every form of labour, whether in-
dividuals, Joint Stock Corporations, or Governments, should
be required to institute some kind of Provident Fund for
their employees, or make Pension arrangements, or help them
in providing Life insurance, so as to assist them, their fami-
lies and dependents, in obtaining a measure of social security,
which would otherwise not be available.

45. Adequate arrangements must be made by the
National Insurance Institute, under the general supervision
of the Planning Authority, for the proper training, conduct,
and discipline of those engaged in the Insurance Business,
either as Managers, Canvassers or Statisticians and Actu-

aries.

* The original text of the Report does not supply.the figures, which
have been since added with the help of the New India Insurance Com-

pany’s actuary, Mr. Vora.—Editor.
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46. Insurance being a necessary service to the public,
in the opinion of the Sub-Committee, it is desirable that it
should be made available at the cheapest cost possible. In
order to bring about this, it is the opinion of the Sub-Com-
mittee that the cost of acquisition should be maintained at a
reasonably low level. With a view to achieve this, the ques-
tion of eliminating multiplicity of middlemen must be con-
sidered. In this connection, the number and various types
of agents may have to be reduced.

47. The Postal Insurance Business, at the present time,
covers the following main heads:*

“(1) All permanent., Government servants (males or
female) whose pay is aud1ted in ClVl]. or State Rail-
way Account offices.

(2) All permanent members of estabhshments of Military
Department, under audit of the Military Account
offices, whose pay and allowances are regulated by
the Fundamental Rules, Civil Service Regulations or
Rules made under the Civil Service Classification,
Control and Appeal Rules.

(3) All permanent Government servants in foreign ser-
vice in India.

(4) Permanent servants paid from “Local Funds” as de-
fined in Fundamental Rule 9(14).

(5) Military Upper Subordinates and Lower Subordinates
(Military and Civil) of the Military Works Services
and clerks employed in the Divisional Disbursing
offices of the Military Accounts Department. -

(6) All temporary officials belonging to Government De-
partments or offices and State Railways whose pay
and allowances are regulated by the Fundamental
Rules or the Civil Service Regulations and who are
certified by a competent officer of the Government
Department, Office or Railway, as the case may be,
to be ehgxble, subject to the condition that the certi-
ficate shall not be granted to men entertained only in
an emergency, or for any special work likely to last
for a short time only, but only to those who are taken
on for the purpose of supplementing the regular es-
tablishment and the duration of whose appointment
will probably be continuous.

* The original text of the Report does not supply necessary inform-
ation, which has been since added with the help of the New India
Assurance Company’s actuary.—Editor.

4



50 NATIONAL PLANNING COMMITTEE

(7) Section-writers who are declared by a gazetted officer
of the Department or office to which they belong to
be eligible for admission to the benefits of the Fund
on the terms stated in the letter of the Government
of India, Department of Commerce and Industry,
No. 7720-214, dated the 17th August 1908.

(8) All permanent servants of universities in India estab-
lished by Government and under Government super-
vision, ,

(9) Officials ordinarily admissible to the benefits of the
Fund, when deputed on Field Service outside India,
even after they have left India.

(10) Probationers in Government employment and in
the employment of ‘Loocal Funds’ as defined in Funda-
mental Rule 9(14) regarding whom a declaration is
made by the Head of the Office, are employed on
probation in or against substantive vacancies.

(11) All permanent servants of the State-owned but Com-
pany-managed railways.

(12) Extra-departmental agents in charge of sub and
branch post offices.

(13) Typists and copyists of Civil Courts in whose case it is
certified by a Gazetted Officer of the Department or
Office to which they belong, that, the duration of their
appointment will ordinarily or probably be continuous.

Any person who is admissible to the benefits of the Post
Office Insurance Fund under rule 2—

(a) may effect an insurance on his life for a sum not less
than Rs. 100 or more than Rs. 20,000, payable at death;
(b) may purchase an endowment assurance policy for a
sum not less than Rs. 100 and not more than Rs. 20,000
payable on his attaining the age of 45, 50 or 55 or at
death if death, occurs before he attains the specified
age.”
48. The funds collected by Postal Authorities under this
system of Insurance amount to Rs.............
and their investments are regulated as..........

* The original Report leaves the blank in the text unfilled. The
Postal Office Insurance system, originally confined to Postal Employees,
was instituted in 1883, and is now open to all Government servants doing
civil duties. In the year 1938-39 the total number of Policies under the
Post Office Insurance system was 97,751 insuring a total sum of
Rs. 20,89,98,000 including bonuses. The total income under the Fund
was over Rs. 1,00,00,600; while the total of the Funds amounted to about
Rs. 8,00,00,000. As on 31lst December, 1945, the funds collected by the
Postal authorities under this system of insurance amount to over
Rs. 10 crores; and their investment is regulated like the investment of
other Government Funds.—Editor.




INSURANCE. 1
FINAL REPORT
SECTION I GENERAL. BASIS OF INSURANCE.

1. The reference to this sub-committee requires all
forms of middle-class insurance to be considered, leaving out,
however, Industrial and Agricultural Insurance, which have
been entrusted to separate sub-committees.

2. The forms and methods of Insurance, therefore, left
over to be considered by this committee, relate to life, acci-
dent, fire, marine and other miscellaneous forms, which, by
the growing complexity of modern social organisation, create
risks that need to be insured against, if a tolerable stability
and continuity of life and work are to be assured.

3. The essence of Insurance consists, by common agree-
ment amongst all authorities, in the elimination of the un-
certain risk of loss for the individual, by means of a combi-
nation of a large. number of individuals exposed to similar
risks, each contributing to a common fund regular payments
called “premia”, actuarially calculated to be sufficient to
make good the loss caused to any individual by the occur-
rence of the contingency insured against. =~

4, 1t is, therefore, requisite, for a proper national insu-
rance system to be developed that there should be:—

i. Some definite, unknown contingency causing
loss, or damage, to be insured against. It is the
essence of this risk or contingency that it is un-
certain or fortuitous;

ii. Though uncertain, it should be capable, by a com-
bination of the number of individuals exposed to
similar liability, risk or damage, of being definitely
calculated, both in regard to the frequengy of oc-
currence and the amount of damage, loss, or
liability caused being compensated for in terms of
money. The law of average helps to distribute
the loss over the widest possible region, and so
minimise it to the individual actually suffering it
if and when it occurs.

5. It must be noted that Insurance does not and cannot
provide for a replacement of the identical insured article, or
individual, or service lost or damaged or interrupted in any
way. All that it can aim at providing is an equivalent mone-
tary compensation, which may amount to indemnifying for
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the actual loss suffered. The risk to the individual is con-
siderable; but when large numbers, who are exposed to the
same type of risks, are combined together, the incidence of
the risk to each individual becomes very much smaller. The
premiums paid are taken to be approximated to the actual loss
caused in the aggregate,

In other words, the chances of uncertainty, of the mea-
§urability of risk, and its capability to be compensated for
In money, must be premised as the indispensable pre-
requisites of Insurance.

6. It may also be added that the risks or contingencies
to be insured against must be such as are not ordinarily
likely to occur by deliberate act of the insurer. The fortuit-
ous risks suitable for Insurance may be exemplified by loss
through hail, or storm, or earth-quake. Even Death, though
certain to occur, is uncertain as to its date of occurrence.
Risks caused by deliberate acts, however, such as suicide or
intentionally planned incendiarism, are covered, if at all, only
under very definite restrictions and reservations.

7. Insurance, however, which is not intended to be
merely compensation for the loss or damage actually suffer-
ed, but is intended to be some kind of a profit in addition to
the damage recovered, ceases to be Insurance proper. There
may be a hidden element of profit in the so called “valued”
policies of Insurance against Fire, say in regard to such arti-
cles as works of art. While such exceptional cases are ad-
mitted and provided for, the general rule prevails that
Insurance, to be a fair and reasonable provision against
coverable risks, should be free from any intention of deli-
berate profit.

8. The legal systems of most countries, accordingly,
require that insurance to be valid must be taken out by only
those who have an insurable interest, and not by those who
have no interest of their own, and who have no likelihood of
sufferings any personal or direct loss, but insure someone
else’s risk so as to profit for themselves by its occurrence.
The interpretation of the terms “insurable interest” has, no
doubt, led to considerable variations in judicial decisions; but
the basic principle remains and has come to be substantially
accepted.

9. From the point of view of the Insurer the main ob-
jective is to combine the largest number of similarly exposed
individuals, commodities or properties, and distribute Phe
aggregate incidence of the risks and calculate the provision
needed to compensate for them, so as to secure by accumula-



INSURANCE 53

tion, a sufficient Fund to compensate or indemnify the indivi-
dual suffering the loss.

The essence of insurance business, therefore, consists in
collecting and investing the premia funds so as to provide the
necessary amounts to meet current losses, and secure an ade-
quate reserve against future contingencies of the kind insured
against. In privately owned Institutions the premia will also
include a little element of profit. The element of profit will
not appear if the services are offered by the State, but the '
cost of services so rendered by the Government Department
are likely to be disproportionately heavy, which in compa-
rison will make the small element of profit reserved by the
privately owned institutions look cheaper. In privately
owned institutions it is likely that strict economy in the ex-
penses will be made with a view to increase the profits, while
in a Government Department the element of profit being
absent, it is more likely that the cost of an impersonal Depart-
ment would be disproportionately heavy.

But whether Government Department is rendering the
service or privately owned institutions are offering this ser-
vice, the State will have to be vitally interested in a close
regulation and strict control of the Insurance Service. The
success of the service depends on a proper management and
investment of the funds collected from such large numbers
and in such small driblets.

The Insurance system of the country forming an integral
part of the national economy will have to be carefully con-
trolled and closely regulated by the State.

10. We are here called upon to organise a system of
insurance for the entire Indian nation as an integral part of
the country’s planned economy. If that service is to be pro-
perly organised and provided on a national basis, it will have
to be made universal, comprehensive, and compulsory.
Leaving out agricultural and Industrial Insurance, which will
be provided for by other sub-committees of the National
Planning Committee, and which would need to be co-
ordinated by the Planning Committee itself with the recom-
mendations of this sub-committee in regard to other branches
of Insurance, the system of insurance we are here called upon
to suggest and organise would concern principally the so-
called middle classes, who work on their own in business or
professions, or are concerned with the commerce of the country
at home or abroad, and cover risks of individuals not com-
monly undertaken by the public collectively.



SECTION 2. FORMS OF INSURANCE.

11. The forms and occasions of insurances which are
thus left over, are commonly conducted by Private institu-
tions, such as Joint Stock Companies and other underwriters.

] 12. The forms of insurance which are to be covered by
this sub-committee may be listed in five main categories
according as it affects and concernsi—

I. the individual;
II. his property; A
III. a running business or commerce and its accessory
services;
IV. miscellaneous activities; and

V. productive activities of Agriculture and Industry
taken collectively.

Each of these may, further, be sub-divided into:—

I. Individual—with special reference to

his life;

accident to health or limb including perma-
nent disability;

health in general,;

education;

marriage and maternity;

old age;

unemployment.

e R ol o A o

II. Property—with special reference to

fire, flood, risks in transit of goods by land,
sea or air;

earthquake;

riot or civil commotion, and disturbances;
burglary, theft, or robbery;

automobile insurance, including loss by theft,
fire, collision in transit, confiscation and liabi-
lity for compensation of loss etc., suffered by
third parties;

6. any “act of God” or the “King’s enemies”
causing loss or damage to life or property,
e.g. War risks.

i M
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III. Business—including _

1. stability profits; .

2. adventitious interruption to business by
strikes, or any such occurrence beyond the
control of the owner or manager of the busi-
ness; also unemployment.

workmen’s compensation;

consequential loss and third party damage;
credit;

fidelity of employees;

security of title.

Nouhw

IV. This is a mixed category, including such provision
as that against heavy burdens of taxation falling
all at once (e.g. Death Duties, Estate Duties, etc.,)
or such against loss or damage of special assets for
earning an income by individuals, as for example,
a dancer’s legs, a singer’s throat, etc.

V. Risks of productive activities both in industry
and agriculture are considered elsewhere. This
would, of course, be of the utmost importance, and
of widespread incidence in the entire country.
They would also overlap or partake of the nature
of the several forms of insurance included in the
preceding four categories. All of these would
have to be co-ordinated with the general organi-
sation recommended by this sub-committee.

13. Of the various forms of Insurance usual in India the
most widely developed is that in regard to Life. It affects
the professional and commercial classes mainly, and is in-
" tended chiefly to serve as provision for one’s self and one’s
family against premature death of the bread-winner.

14. There are various forms of insuring life, by means
of whole life, or endowment, or annuity system. It is under-
taken nearly by 379 Companies of which 232 are constituted
in India and 179 outside. Of the Indian Companies, 178 are
Joint Stock, proprietory concerns, and 35 are Mutual. The
total sum assured in this department by Indian Life Offices
amounted to Rs. 197 crores, yielding an annual revenue of
Rs. 12/- crores by way of premia. In addition, “there are
about twenty-six non-Indian Life Insurance Companies
working in India, out of which 12 carry on only Life Insu-
rance work, and the remainder combine the Life Insurance
business with other forms of Insurance. They are all pro-
prietory concerns. The total sum assured by these foreign
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Life Insurance Companies amounts to Rs. 129 crores yielding
an annual revenue of Rs. 520 lacs.*

.15. The aggregate number of life policies both with
Indian and non-Indian life insurance companies are 14.67

thousands. This means an average life value of nearly
Rs. 900.

The adult population in India, i.e., people of over 20 years
of age, is according to the census of 1931, 14.45 crores. If we
take out of these only adult males as representing the bread-
winners, provision of whose life insurance becomes necessary
in the interest of the dependents, as well as of the bread-
winners; and if we value each such life at the average figure
given above, the total sum needed to be assured for life only
would aggregate Rs. 15000 crores. At the same time calcu-
lating the average premium as above, the total revenue from
this source ought to amount to Rs. 763 crores. Even assum-
ing that three fourths of the adult population are probably
below the datum line of the minimum earning capacity for
making insurance provision at all, the sum to be assured
would still aggregate to Rs. 3750 crores, yielding an annual
revenue of Rs. 190 crores. This would also allow for the
relatively low expectation of life in India even in the higher
age groups. . '

This can only be achieved, it is needless to add, if insu-
rance of this kind is made universal and compulsory. So
long as any considerable section of the community remains as
independent workers earning their living as independent pro-
fessional workers or traders and merchants not specifically
engaged by any given employer, insistence upon life insur-
ance provision on a universal and compulsory basis would
not be easily feasible. For every insurance provision de-
mands not only thrift and foresight, but also an earning capa-
city which would leave a surplus after meeting the immediate
needs of the insurer. This only a very small section of such
independent workers can’ afford. On the other hand, if
insurance is provided for all employees against all the normal
contingencies of life,—including accident, invalidity, sickness,
permanent disability, maternity and its consequences, old age
and its handicaps, etc,—there would be no need for making
a life insurance provision for the dependents of such workers,
since every individual citizen would be entitled to, and would
be given, work suited to his or ker capacity and environment.
For this work he would not only be assured a living wage,
but also additional provision needed for guarding against all

* These figures relate to 1939-40. For more up-to—date statis_tics, see
the summary of Developments at the end of this volume.—Editor.
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the risks or contingencies mentioned above. There would
then be no need at all to provide for any dependents or even
one’s old age.

16. The average income per head in India has been com-
puted variously in recent times, by detailed estimates and -
compilations of the total volume of production of all material
commodities, from about Rs. 50/- to Rs. 75/- per annum.
Taking Rs. 60/- as representing, at the present price level, the
aggregate average per capita annual income in India, we
must remember that the system of distribution at present
obtaining in this country is such, that for by far the largest
section of the population, aggregating over perhaps three
fourths of the total population, the average income would be
much nearer Rs. 30 or less per annum than Rs. 60. Nearly one
third of the total wealth of the country, it has been calculated,
is taken by 1% of the total population; another 33% by the
next 33% of the population; and the remaining 66%
of the population is left with the remaining 33% of the total
volume of wealth produced in the country, which means half
the average per head in a large number of cases.

17. If these estimates are at all well founded, the abi-
lity of an average Indian citizen to make provision against
the normal contingencies of life, by way of reserve or Insu-
rance, is possible barely to about 25% of the total population,
and that too on a very low basis.

18. The first task, therefore, of careful planning would
be so to increase the aggregate wealth of the country, and at
the same time to bring about its more equitable distribution
as to improve both the total volume of production of wealth,
and, by improving the system of distribution, the average
1standard of life, by over 100%, if not 200%, of the present
evel.



Section 3. Methods of Insurance

19. Insurance is effected in a variety of ways in this
country as well as in other countries. Perhaps the origin of
insurance was some form of Mutual Aid, which even now
continues to account for a very large measure of insurance
business conducted nowadays.

Insurance as a Public Utility Service, conducted directly
by the State or its representative the Provincial or Local
Authority, or by subsidised public or private corporations,
is a relatively later evolution, which, however, is gaining in-
creasing popularity in all industrialised countries with a
larger proportion of the working population. The State or
the community is supposed to have an ‘insurable interest’ in
the health, well-being and continued prosperity, of its mem-
bers; and, therefore, the necessity, as well as the advisability
of providing, on an increasingly collectivist basis, Insurance
against all insurable contingencies of an individual citizen’s
life and work in any modern industrial society.

20. Insurance, whether conducted on a basis of mutual
aid, or as a Public Utility Service collectively by the State
or its representative the Municipal or Local authority, or
other organisations subsidised by the State, is usually con-
ducted on the basis of compulsory contributions from the
individuals insured. But it is not absolutely necessary to
maintain such contributions, except as a measure of help in
inculcating a due consciousness of making one’s own provi-
sion against the ordinary risk to which one is exposed. Super-
annuation Pensions, as distinguished from Provident Funds,
and which are a form of Insurance against old age, are often
provided, in appearance at least, on a non-contributory

basis.



K
Section 4. Classes of Life Insurance

21. Life Insurance can mainly be divided into three
classes: (a) Single Life Assurances, (b) Joint Life Assur-
ances, and (¢} Group Insurances.

(a) Single Life Assurance

22. There are various schemes of life assurances on a
single life, but they can be generally divided under three
classes:—-

1. Whole Life Assurances;
2. Endowment Assurances.
3. Annuities.

Even in the Whole Life Assurance, the life may be assured
by the payment of premiums by the Assured through life, or
by a limited number of instalments.

Commenting on each of these in detail, let us note:—

(1) Whole Life Assurances by premiums
throughout Life.

23. Once upon a time these were the only sort of Life As-
surance which were common, though by no means popular, in
the Insurance World. It has got its own advantages and dis-
advantages. The chief advantage is that under this scheme
of assurance, the premium is the lowest. On the other hand,
the disadvantage is that the premium is to be paid for an
unlimited number of years; and the insured may actually be .
put to loss if he lives for a very old age. Moreover, the In-
sured himself does not get any benefit out of this insurance,
except that he gets the satisfaction that his dependents would
be well provided for after his death.

24. It is for that reason that the other scheme of Whole
Life Assurance by limited premiums is more popular among
certain classes of people. In this case, the Insured knows
how much he is going to pay to the Insurance Company by
way of premiums; and so knows his own liability. Under
such a scheme he can also arrange to pay premium only
during the 4ime when he can afford to earn, and pay regularly
the premiums as they fall due. This is in marked contrast
with the former scheme of Whole Life Insurance, where he
has to pay premiums also in his old age when he may not be
sufficiently strong to earn such premiums.
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(2) Endowment Assurance

_ 25.  The most Yopular form of assurance for a single
life is the Endowment Assurance. Under this class of con-
tract, the Sum Assured is payable at the expiration of a fixed

tex;im of years, or at death if it occurs before the fixed term
ends. ~

The rates quoted for these policies usually are in two

ways:—one at a specified age and the other at the end of
specified term of years.

In this class of Insurance, the Insured not only secures
a certain sum for his dependents if he dies at an early age;
but in case he lives beyond the fixed term he gets enough
money for the provision of his old age, when his earning
capacity may be said to be on the decline.

This class of Insurance is by far the best way of invest-
ment for any man who has not got enough money to provide
for his old age, or for his dependents, within his limited earn-
ings.

In the Endowment Schemes there are also further classes
with decreasing and increasing terms of assurances. In the
former the name signifies the amount of premium that goes
on decreasing after a fixed term say of five years. Similarly
in the increasing term assurance, the premium payable goes
on increasing after a certain number of years.

These two schemes provide for such people who think
that their earning capacity will go on decreasing or increas-
ing.

There are also schemes where a certain bonus or dividend
is guaranteed to the policy holder. These are called usually
Guaranteed Bonus Policies. Under this class the policy
holder knows exactly how much money he will be having
when his policy matures, and not to remain in doubt of the
amount of bonus the Insurance Company may have to de-
clare later on.

There is also a scheme which is generally called the
Double Endowment Assurance. Under this scheme the
Assured gets double the amount of insurance in case he sur-
vives a certain number of years. In case of his death before
the fixed term he gets only the amount assured. Those peo-
ple who are sure of their longevity or life will get quite a
good sum for the amount of premium they have got to pay.
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(b) Joint Life Assurances.

26. Under this scheme of insurance two lives are insured
together; and usually the amount of money is paid on matu-
rity, or on death before the fixed terms. Just as in Single
Life Assurance, here also there is Whole Life Assurance as
well as the Endowment Assurance. In the former case the
survivor gets the amount of assurance on the death of the
other joint assured, while, in the latter case both of them
get the sum assured on maturity or the survivor gets on the
prior death of the Joint Assured.

28. Before we go further we should also take note of
the Assurances on the lives of children. They are mainly
divided into two parts, viz., the educational or marriage
endowment, and the children’s deferred assurances. The
former case is a mere Endowment Insurance, and the child
gets the sum assured after the expiration of a certain number
of years; but in case of the child’s prior death, the guardian
is repaid the amount of premiums paid, or is given the option
of substituting any other child of the family, in the latter
case, viz., a minor, but the Insurance Company does not take
the risk of paying the whole sum assured in case of the death
of the child before a specified age which is generally fixed
at 21 or 25. In case of the death of the child before the given
age, the premiums are usually repaid, while in case of the
child surviving the fixed age he gets the full benefit of the
Insurance without any medical examination. Under this
class the children with a defective family history get a very
great disadvantage, besides having to pay the same instal-
inent of premiums because the term of Insurance is very
ong.

(3) Annuities.

26. There are different schemes  of life annuities,
some of which are immediate life annuities; deferred
life annuities, and joint life and survival annuities. In
the first case on payment of a fixed sum of money, the
insured begins getting a fixed sum every year till his death.
Under the second case, viz., the deferred annuities, the in-
sured begins getting a certain fixed annual sum after a cer-
tain term of years till death. In the third case, viz., the Joint
Life Annuities, the Joint Insured or the Survivor gets a fixed
sum of money every year either immediately or after a cer-
tain number of years. In all cases of annuities, the usual
practice is that a lump sum should be paid at the beginning
of the contract.
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(c) Group Life Assurances

29. This type of Assurance business is not much favoured
in this country, but in America especially this is carried on ex-
ceedingly. As the name implies, these policies cover a
group of lives, and usually the employer who pays the premi-
um for all lives gets an assured payment of a certain’' sum
at the death of each of his employees. Usually no medical
examination is taken for a group life assurance.

(d) Industrial Insurance

30. Finally, there is a type of assurance, which although it
has not been much favoured in India, can be made popular
as early as possible. This is Industrial Assurance. It is un-
fortunate that the wages paid to an industrial worker in
India are not very high; and so it is very difficult to induce
them to pay premiums of larger sums which they cannot
afford to pay. Hence a special provision for industrial
workers should be made popular as soon as possible. If
this type of insurance is done by private, proprietory con-
cerns, they would have to cover extra risks on account of the
particular type of work that the Industrial worker has to put
in. Moreover, as the sum assured is likely to be much lower,
the Insurance Companies have to take much bigger risks,
for a smaller sum of money than in tle case of insurance of
ordinary life insurance for middle class professional or com-
mercial workers. However, if the leading insurance com-
panies of India combine to take up this matter, and they are,
if necessary, subsidised by the State, it will greatly benefit
the poor worker who has usually to leave his dependents
starving on his death. This would, however, best be pro-
vided for on a public or co-operative basis; and may well be
left over to be treated as part of the scheme of Industrial
Insurance.

(e) Accident Insurance

31. Lastly there is one class of Insurance which is taken
together with Whole Life or Endowment Assurances on single
lives, and that is the Accident Insurance. Under this scheme
the Insurance Company has to pay double the amount of
insurance for very small extra premium usually ranging from
one-eighth to Rs. 5/-.



SECTION V. SOCIAL INSURANCE

32. The other forms of Insurance comprised in Group
I, relating to the individual, may all be collectively described
as ‘Social Insurance’. Social Insurance includes not only
Insurance against accidents arising out of the risks of indus-
trial employment, to health or limb, causing any degree of
damage including permanent disability, but also makes a
provision for the general health and welfare of the industrial
workers, as well as the chances of their being thrown out of
employment. Ordinary contingencies of an individual citi-
zen’s life, such as provision for the education of one’s child-
ren, or marriage and its risks of maternity to woman etec.
.as well as superannuation by old age for both men and women
are also included in this Group. Some of these may appear
to overlap with items included in Group III, which relate
to the conduct of a business or profession; and, as such, may
be treated jointly. On the other hand, in so far as any of
these forms of Insurance relate to industrial population, they
may be covered or included in the scope of Industrial Insu-
rance proper, or in the recommendations of the Labour Sub-
Committee of the Planning Commmittee.

33. We need not deal with all this variety of Social
Insurance on a very detailed basis, particularly as the statistic-
al information available for this kind of business, as well as
the number of people engaged in industrial operations re-
quiring such provision, are comparatively very meagre.
This, of course, is the situation at present. If the programme
of planned economy takes effect so as to increase the scope
of industrial employment to even three times its present
volume, with a corresponding increase in the population
engaged in business and transport or other accessories of an
industrialised society, the importance of Social Insurance of
the various forms mentioned above will grow in proportion.

34. At the present time, we have, however, a certain
provision under Workmen’s Compensation Acts and for
Maternity Benefits, which are naturally confined to a very
small section of the population. It may also be noted in
passing that the introduction of such measures of social safety
as Maternity Benefits for working women very often leads
to wholly unexpected results in the shape of diminishing the
field for industrial employment for married women who may
have to undertake risks of maternity. Employers, looking. to
their own profit, would be more and more averse to engaging
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a proportion of their workers who would make an extra
demand upon them, and so diminish their profits.

35. The Insurance provided by the Workmen’s Com-
pensation Acts usually is a compulsory charge upon the em-
ployers, who are supposed to provide conditions of work
which would minimise the chances of accident, and which
must, therefore, be compensated for, if and when such acci-
dents occur. For a long while, under the English Common
Law, the Doctrine of ‘Contributory Negligence of Fellow
Workers’ helped the employers to stave off their liabilities for
accidents in their work, which could have been avoided by
common prudence or caution. But the public consciousness
has grown with the increase in the size of the industrial
workers in democratic communities; and, at the present time,
by Statutory Enactments the Employer’s liability for com-
pensating workmen’s accidents in the process of their normal
employment is unquestioned. *

36. The employers in their own interest, accordingly,
take the measures, on the one hand to protect machineries
and the process of work in their factories and workshops
which minimise accidents; and, on the other hand, arrange
with the Insurance Companies to compensate their workers
in the event of any accidents happening. As their provision
is made on a universal basis, at least for each big Industrial
Establishment for itself, the process of insuring with an
Insurance Company becomes much more feasible.

37. Accident Insurance, whether in the course of em-
ployment or otherwise, on a mutual aid basis is also not
known; but on the whole, so far as workmen are concerned,
the principle is now generally accepted that the employers’
liability should be unquestioned in this behalf. The total
number of industrial operatives at all needing such a kind
of Insurance as this, numbered in 1937-38 in India*........
The premium received by Indian Insurance Companies in
regard to Workmen’s Compensation Insurance amounted to

*The original Report leaves the blank in the text unfilled. In the
year 1936-37, however, the total number of workers insured against
accidents and paid compensation wae as follows:—

Accidents No. of Cases. Gompensation Paid
Rs.
Fatal 768 5,46,242
Non-Fatal 28,877 7.42,522
Total 29,645 12,88,764

—Editor.
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Rs. 26.69 lakhs, and by non-Indian Companies on the same
account Rs. 3.52 lakhs or an aggregate of Rs. 30.21 lakhs. The
claim paid under the Workmen’s Compensation Acts in India
are not separately mentioned in the Year Book, nor is the
total number of policies outstanding or workers insured
stated. -

38. This does not mean that all forms of accidents have
been properly insured. There is obviously a vast scope for this
service still open; and if this service is to be extended ade-
quately, the figures would have to be very largely increased,
so as to insure every worker against the normal risks of his
employment. . '

39. Insurance against accidents by Motor Cars or Rail-
way travelling, or Air and Ocean travelling, may be provided
on a basis of Mutual Aid or by private Corporations
insuring for profit. The former, however, is not readily
feasible, especially in regard to travel owing to the constantly
changing personnel of the travelling public.

40. The custom in many Western countries of News-
papers’ seeking the widest range of publicity for themselves
to provide automatic insurance af a flat rate against any
accident for every reader of their paper, appears to be closely
similar to gambling; but the risks are minimised by putting
it on a business footing by a system under which such news-
papers insure themselves against their liability with
Insurance Companies which carry on this kind of insurance
business. In an individualist community this form of insur-
ance may be allowed to continue in such exceptional cases;
but, if-Insurance is converted into a well established Public
Utility Service, the public carriers or agencies supplying
means of Transport by Railway, Airway, Roadway or Water-
way must be made to shoulder the responsibility of compen-
sating all those who suffer by accidents in the course of their
carrying on the business.

41. In regard to accidents by automobiles particularly,
where a disproportionately large number of private owners
and users of such vehicles is the order of the day in indivi-
dualist countries, the legislation of most countries has intro-
duced a compulsory clause for insuring against third party
risks. This makes the dangers of modern transportation
much less formidable to the public at large than would be the
case in the absence of such provision. -

42. The protective measures in the shape of Safety First
Appliances, Road Traffic Regulations, including all kinds of
signals for the control, and safety of the vehicles etc.,—the
laying out of the public roads and highways so as to minimise

5
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accidents, are essentially speaking, developments partaking of
the nature of protection against insurance risks which tend to
diminish the incidence of accidents, and, therefore, the cost
of insuring against.

43. The administration of the benefits of accident insur-
ance may take the shape of treatment in Hospitals,—including
costs of surgical operations, if any be necessary, as well as
for recuperation in some Sanatoria or health resort, and the
losses of wages during the period of disability or convalescence
under certain specified conditions, such as that the workers
must have worked in a given firm or for a prescribed period,
that the accident must be treated in and by specified hospital
Institutions and Medical attendants, who may be all engaged
on large scale business by those interested in minimising cost
of insurance. These payments in kind may be in addition
to cash compensation seeking to indemnify the party suffer-
ing from the accident against consequential loss or damage.
While this kind of Insurance business is not unknown in the
hands of profit seeking corporations, the best guarantee and
the most economical working of such schemes would be, if
the entire system of accident insurance is undertaken by the
State or its Representative, the Municipal or any other Local
Authority. Apart from great organisationis of employers like
the Railway Companies or Mill Owners’ Associations, which
may by their constitution be entitled to undertake such busi-
ness, and which may be trusted to operate this business fairly
efficiently and economically, a comprehensive scheme of
Insurance against accidents and disability can only be pro-
vided by the State under some form of compulsory organisa-
tion. It may be provided on a contributory or non-contri-
butory basis; but in any case, it must be made universal to
given classes of operatives or individuals so as to make the
field of operation the widest possible and its cost the lowest
possible.*

* Since the Sub-Committee submitted its Report, an Industrial
Employees Act has been passed (1948), making insurance against most
of the contingencies listed in this section compulsory, and worked as a

State enterprise.—Editor
P i



SECTION VI: HEALTH AND UNEMPLOYMENT
INSURANCE

44. Health Insurance, in general, is a part of the mea-
sures for social security, which, though commonly under-
taken by the State in one form or another in all advanced
industrialised countries, is yet almost unknown in this
country. The basis of this Insurance consists in providing
medical advice, attendance and treatment for any insured
individual suffering from the ordinary ailments of life,
together with the costs of any surgical operation or hospital
treatment which may become necessary.

45. The system of National Health Insurance is usually
provided on a compulsory basis, beginning with a gven class,
e.g., workers, under a given wage level. It may progressively
be extended to include all citizens.

46. Usually ordinary simple ailments are attended to by
general practitioners registered under the scheme for National
Health Insurance. They are paid a specified sum for each
individual patient treated, by the Insurer. This payment is
calculated on a moderate scale; while special charges, also on
a moderate scale, are paid for operations and other such
treatment in hospitals.

47. Nursing homes, sanatoria and health resorts are
also provided by public or semi-public institutions, where the
insured patients under such a scheme may be treated and
the cost paid out of the general fund.

48. The Fund is usually made up of contributions from
the insured, their employers, and/or by the State or the
Municipality as the case may be. The services of Doctors,
Nurses, Hospitals, and Nursing Homes or Sanatoria are pro-
vided out of the general fund, as also preventive or precau-
tionary measures, e.g., supply of prophylactics.

49. The period for which such benefits may be given is
defined in regard to the maximum and may vary with the
nature of ailment involved. In cases where the insured are
suffering from any permanent disability, they would be pro-
vided for out of another branch of Social Insurance which
ensures such protection to those specifically insured under it.

50. Needless to add there is in every system of National
Health Insurance, considerable activity in regard to
preventive and precautionary measures, which have mini-
mised considerably the incidence of disease and disabilities
resulting therefrom. Nevertheless, .every such system must
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involve, at least in the early years, a tax on the community
to put it into operation.

51. In this country, it is impossible to undertake, under
the present state of available statistical information regarding
the incidence of the various diseases, the magnitude of the
risks involved, and the scale of work to be undertaken, an
adequate provision to be made in this regard on a compulsory
universal basis. Unless the data regarding the incidence of
disease, and the cost of treatment are provided on a much
more extensive scale than is the case to-day, any system of
National Health Insurance in this country would be doomed
to failure. Unless Medical and Health Services are organised
on a national scale throughout the country; preventive and
precautionary measures taken or made available to the:
widest possible extent; general sanitary, hygienic knowledge
of the people improved in proportion; and the fullest pos-
sible data prepared regarding the occurrence and incidence
of any epidemic or other diseases; it would be premature to
suggest the undertaking of any scheme of National Health
Insurance on a national scale.

52. This, of course, does not mean that a beginning may not
be made with regard to those workers who are already engaged
in industry more or less permanently and may admit of fairly
large scale treatment. Railway and Post Office workers and
the operatives in Iron and Steel Works, Textile Mills or
Sugar Factories aggregate to fairly large numbers to justify in
their case the commencement of such a Health Insurance
Scheme. Conditions of their life and work are fairly satis-
factorily known; their habits and standards of life as well as
the conditions of health, and environments are fairly similar.
A reasonable scheme of health insurance for such workers
may be easily evolved, on a mutual basis, or on the basis of
a State subsidisation, where there are operatives in any given
industry in sufficient number to permit of such a scheme be-
ing undertaken. We would suggest that this task be entrusted to
such Municipal or Local bodies as the Municipal Corporations
of Madras, Bombay, Calcutta, Cawnpore, Sholapur, Ahme-
dabad; the Railway authorities, the Post Office, and even a pri-
vate enterprise like the Tata Iron & Steel Co., should be
required, as representing the State, to inaugurate a scheme
of Health Insurance for the Industrial Operatives in their
midst, with the aid of State subsidy from the Provincial or
Central Government as may be thought proper in each in-
stance. For every operative drawing Rs. 200—or less per
month, and engaged in the same or similar employment for
3 years continuously before the commencement of the scheme,
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health service may be provided in a given scale and for a given
period, in consideration of a prescribed contribution from the
Insured. The medical practitioners, nurses, etc., within each
such jurisdiction may be registered for treatment and subsi-
dised for the service rendered. And the experience thus
obtained be universalised progressively so as to cover the
entire field of industrial commercial and transport workers
coming within given categories of earnings which are deemed
insufficient for each individual to make a necessary provision
ﬁxfn of his own resources for this inevitable risk of ordinary
e.

EDUCATION, MARRIAGE AND MATERNITY

53. The next two items of Insurance effecting the indi-
vidual, namely, Education of children, and Marriage and its
risks, like Maternity, may also be similarly disposed of.
Provision for higher education involves considerable expendi-
ture for the classes which avail themselves of it. It is cap-
able of being insured for. The usual method is by way of
insuring the life of the children concerned, or that of the
parent providing the cost. We have already described in
outline above some of these forms and need not dwell upon
them at length. Statistics do not indicate the extent or possi-
bilities open for this form of insurance; but the following may
serve the turn. In any case, for years to come, higher edu-
cation would remain the privilege of a very small number, pro-
portionately speaking. Those going in for higher education,—
<hat is to say, beyond the secondary education stage,—hardly
numbef more than 119 of the population as the following
statistics will show:

Total Adult College going Higher Middle  Primary
Population Students Education School School

17,60,00,000 1,11,842 3,27,217 9,22,587 1,05,80,697

Of these, perhaps, the parents or relatives of hardly more
than half would be able to make a regular provision to meet
such expenditure, as and when it is necessary, out of their
own resources. We may hope indeed, that, as a result of
careful national planning, the average ability of the people
would be considerably increased; and the vogue for higher
education would be proportionately enlarged. The demands
of planned economy may itself necessitate the education into
highly skilled professional and technical workers of much
larger numbers than suffice for our present needs; and unless
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the State takes over the entire charge of such education and
all its cost, some kind of insurance provision would be needed
for this department of our national life. For years to come,
however, it is not likely that this form of insurance would
have its appeal to a large number of our people; and as such,
we cannot include this as an integral part of any scheme of
national insurance founded on a compulsory basis.

54. Marriage, on the other hand, stands on a different
footing in India, and its risk of maternity is very much more
widely spread. The incidence of marriage and maternity
creates social problems which would have their own reaction
upon our planned economy. Provision of Maternity bene-
fits under the various Workmen’s Compensation Acts, and
otherwise in the general scheme of Health Insurance, may be
referred to once again as indicating the basis on which such
provision may be made. Marriage is a most common pheno-
menon in all communities in India and Infantile Mortality is
existing on a high scale. .

MORTALITY.
Males Per Females Per
thousand thousand -
Under 1 year 8,31,814 176.90 6,95,618 159.90
Under 5 years 5,21,672 32.90 4,88,752 30.30
Under 10 years 1,57,488 8.67 1,42,560 8.60

The loss involved to the sum total of national energy by this
infantile mortality, as well as mortality among mothers is
sufficiently serious for the nation as a whole to provide a
measure of protection against its occurrence. We would
include this in the general scheme of the National Health
Insurance, and provide a treatment which would not only
insure for the protection of expectant mothers, but also help
them to avoid unnecessary risks of child birth or too frequent
experience of that kind. '

55. Other risks of marriage, e.g., liability to its being
dissolved, and the charges of alimony etc., are not easy to
insure against. In a planned society they may be very much
minimised; and perhaps obviated altogether.

56. Here, as in other forms of the problem of National
Insurance. in this country, the lack of data is the most
serious difficulty. Though statistics of marriage may not be
so rare as those in regard to births and deaths, the reliability
of all these statistics may be open to serious question. The
scientific treatment of child-birth and all its incidental risks
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also remain a desideratum on the national scale; and before
any satisfactory system of Insurance can be devised and put
into operation in this regard, so as to embrace all expectant
mothers in the country, there would have to be provided a
much more satisfactory and extensive range of data on the
subject than is the case to-day.

OLD AGE INSURANCE

57. We have already spoken of provision for Old Age
in an earlier section, and need not repeat ourselves, at greater
length, in this connection. Suffice it to say, that Old Age
should be regarded as a reasonable claim upon the community
for maintenance, in consideration of the fact that, presumably,
the aged have made their individual contribution towards the
general prosperity of the community in the years when they
were in the enjoyment of their normal health and strength.
Old Age Pensions have, accordingly, been provided in many
countries on a contributory basis; and in others on the basis
of a national endowment free from any contribution made
directly for that purpose by each worker in the years of his
work. In India, all pensionable public service is free from any
obligation for contribution by workers. In most pension
schemes for organised services, the pension is an allowance,
not necessarily dependent upon the contributions made; and
much more seldom as a provision directly from the contribu-
tions and equal only to its yield. Its provision is more cor-
rectly regarded as being a deferred payment of wages, which
the employer who had been benefited by the work is morally
bound to guarantee to the employee who has put in a given
length of service in his life time. On the other hand, income
derived from a Provident Fund partakes of the nature of a
contributory insurance, the contribution having been made
both by the worker and the employer. Legislation in India
has already made the adoption of a Provident Fund more or
ieis obligatory on all large scale employers of permanent
abour.

58. This is an analogy of an individual 'employer and
employee, and may well be applied to the community as a
whole, regarding every worker as a contributor to the wealth
of the community collectively, and, therefore, entitled from
the community collectively to maintenance in those years
when his faculties of mind and body are not equal to the
strain of actual work. In a planned society embracing all
forms of work, the provision of such Old Age Pensions would
be much more simple to make.

59. The expectation of life in India is exceedingly §mall,
and, therefore, the scope for Old Age Pensions, even if the
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retiring age may be fixed at a lower limit than in Western
countries, will be exceedingly small. We would suggest that
a beginning should be made with reference to those cases of
employment where large numbers are already employed as in
the Railways, Post Office, Steam Ship concerns, Tramways
and Bus services, or such industrial establishments as the Iron
and Steel Works, Jute and Cotton Mills, Coal Mmes, Tea
Gardens, Sugar Factories, etc.

60. It ould, of course, have to be a condition precedent
to any scheme of Old Age Pensions that, in order to qualify
for the pension, the candidate must have served a given num-
ber of years as active worker, preferably in the same esta-
blishment, or in other establishments in the same Province or
the same category, where conditions of life are more or less
similar.

61. If all such workers are combined into some kind of
a mutual aid association during their old age, it is not impos-
sible to work out a scheme for their maintenance during their
old age, or on a basis where comparatively small contribution
from the public funds may suffice to maintain the scheme.

UNEMPLOYMENT INSURANCE .

62. Unemployment Insurance has proved a hard bone
of contention in countries where it has been in operation in
recent years. At worst it has degenerated into giving out
doles; and at best it has become an indispensable provision
to tide over any period in which industrial activity becomes
dislocated for economic, political, or technological reasons and
unemployment increases for no fault of the workers.

63. Unemployment, it has been found, is seasonal, as
well as technological; and very often due to political compli-
cations over which workers and their employers have no
control. In all such cases, the field for unemployment would,
of course, be limited; though, of course, actual numbers which
may have at any time to be treated may be very considerable.
In a total population of about 40 million souls, the unemploy-
ed in Great Britain have been known to number 2% millions
while those in the U.S.A. in the same category have been
known to aggregate to 12 to 13 millions in a population of
130 millions. If this is the case with regard to the most indus-
trialised countries, with the widest available range of employ-
ment, what shall we say of a country like India, relatively
backward in regard to industrial development, with very
limited employment, and such employment as is available,
scarcely sufficient to yield a return adequate for the keeping
of one’s soul and body together. Unemployment in India is
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not merely lack of work; but also of sufficiently well paid
work—a chronic condition with over three-fourths of our
people.

64. Any attempt at organising a systematic Unemploy-
ment Insurance in India would pre-suppose a completely co-
ordinated scheme of national development, simultaneously in
industry, agriculture, commerce, transport, and other acces-
sories of business, so that all avenues or vocations causing un-
employment on account of political, economie, or technological
reasons, or due to seasonal variations, may be capable of ad-
justment as from a central authority, and so as to avoid dis-
location. Planning, again on a national scale, of all our
activities would by itself suffice to remedy unemployment in
both the senses given above; for it must be the essence of
planned economy to co-ordinate all available work, to bring
about its steady expansion, and to distribute it carefully on
the widest possible basis.

65. At this stage, therefore, we would only recommend
the organisation of Unemployment Insurance in India, by way
of a beginning, in those industries where the workers already
are sufficiently large in number, working in fairly similar
conditions, and, therefore admitting of a uniform treatment.
The conditions of employment in these instances being fairly
attractive, the room for unemployment is relatively small.
However, those who may have worked in such cases for a
given number of years, say 5 to begin with, may be assured
unemployment benefits, equivalent to a maximum of 6 months
average pay, and perhaps another period of 3 months of half
average pay, with an intensive, systematic effort to find em-
ployment during this period wherever possible. Railways,
Post Offices, Mills, and Factories and Workshops may attempt
a commencement, so far as their own workers are concerned,
so as to admit of a beginning being made in this direction.
And if to this are added large municipalities, semi public
bodies, and Joint Stock Companies, carrying on their work
on a large scale with a more or less permanent staff of opera-
tives, the arrangement.*

66. It must be added, however, that requiring such esta-
blishments to provide unemployment insurance for their
operatives may appear to be contradictory in terms. If un-
employment occurs as the result of the winding up of their

* The original Report left the line unfinished. At this' distance of
time it is difficult to recapture the trend of thought sufficiently to fill
it in. Perhaps the sentence would he completed somewhat as follows:—
“The arrangement would embrace some 2 million workers for whom
unemployment Insurance can be effected quite economically.”—Editor.
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business, then, obviously, it would be improper to ask them
to make any provision by way of Unemployment Insurance.
On the other hand, if unemployment occurs, in regard to
individuals, for one reason or another; if they are thrown
out of employment because of their own ineffeciency, negli-
gence or for technological reasons, then, too, it may seem
improper to saddle these concerns with any responsibility
for providing unemployment benefit, for their dismissed em-
ployees.

67. Under these conditions, perhaps, it would be best
to make a beginning in regard to such cases of unemployment
of those regularly employed, say for a given number of years,
five to begin with, in any of the categories mentioned above,
by the State as a whole, or its representative, which may, for
this purpose, levy a small contribution in respect of each per-
son employed. from the establishment, and make its own
contribution to create a fund for unemployment benefits so as
to minimise the dangers and hardships of unemployment.*

* This is the touchstone of the success of a National Plan such as is
contemplated in this Series,—the solution of the problem of unemploy-
ment. The ideal of a planned society is: no more hands than there
is work for; and no more work than there are hands to do so. There
must be no pauper, nor parasite; none idle, nor unwanted; none should
starve who would work.—Editor.



SECTION VII: PROPERTY INSURANCE

68. In the second group of Insurance mentioned above,
which relates to property, the most considerable forms are
those in regard to Risks by Fire, Flood, or Transit of goods by
land, sea or air. The magnitude of these risks under modern
conditions may best be illustrated by the fact that in the United
States alone Insurance against Fire concerns property worth
as much as $100,000,000,000 and is steadily growing; and the
annual income from it amounts to $100,000,000. That is
of course, a wealthy country which may not offer a good ana-
logy for our purpose; but still it would serve to indicate the
vastness of the field India would have to cover if she has a
properly planned national economy in which every insurable
risk is insured against; and so a reasonably safe and stable
condition of work and living guaranteed.

69. Fire affects all kinds of property, and may bring
about damage of a varied nature. The basic principle of
insurance against fire, as indeed of all insurance, is to guard
against risk, and assure an equivalent indemnity being obtain-
ed in the event of the loss occurring, but not to replace the
identical article lost, or in order to obtain any profit out of
the damage done by fire. There are, indeed, cases, like those
of works of art, which, if damaged by fire, cannot be properly
valued in terms of money, and for which, therefore, it is
customary to bring about what are known as ‘Valued Policies’.
These give an ad hoc valuation as represented by the actual
loss suffered, in order to avoid any disquisition or litigation
as to the value of things which could not really be valued, and
could not be replaced. :

70. The methods of Fire Insurance in different countries
have taken different forms, and proceeded on different princi-
ples. In European countries, fire insurance by Municipal or
State authorities is quite common; while in the United States,
Insurance against fire is largely done by Joint Stock Corpo-
rations. As much as 75% of Fire Insurance in United States
is being done by American Joint Stock Insurance Companies;
while only about 105¢ do it on a Mutual Basis; another 10%
by Municipal or public funds and the rest by Foreign Com-
panies.

Fire Insurance of Buildings is made compulsory, as in
Berlin and Hamburg; while building bye-laws of every
municipality provide precautionary measures against the
occurrence of fire which can be taken to minimise the risks of
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fire. This may be proved from the fact that the ratio of losses
paid to the premium received has steadily fallen in the last
ten years from 53.6 per cent to 46.5 per cent in the United
States; and also in European countries; and the rate of fire
insurance has declined from 1.0118% to 0.7691%.

71. Whether insurance against fire is carried on by
public funds or by private corporations, increasing attention
is now being paid to the prevention of the risks of fire. Every
kind of publicity is given to the methods of preventing fire,
and to the methods of minimising the damage when one does
occur. Buildings are constructed more and more by fire
retarding materials, and equipped with fire extinguishers in the
shape of electrical sprinklers, so as to put down fire should
il occur.

In America, a well equipped laboratory of underwriters
has been set up, invested with all the new devices of extin-
guishing fires. This is placed under a National Board of
Underwriters, so as to universalise the methods or equipment
tested by the Laboratory and found satisfactory. Every
effort is also made to discover and punish those guilty of deli-
berate incendiarism, and the amount spent thereon is regarded
well worth for securing and maintaining fire insurance busi-
ness.

72. In India, the total amount of fire insurance, however,
is still exceedingly small, as the following statistics show.

1937 Indian Coys. Losses Non-Indian " Losses
Coys.
Fire 46,96,000 47,12,000 97,86,000 91,46,000
Marine 15,54,000 or 46,53,000 or
Accident 33,31,000 50.22% 57,42,000 45.32%

The scope open to extension of this business of insurance
against fire may be indicated by such a consideration as the
following:—

In a single city of Bombay, the total rateable value of
house property alone is estimated at something like 12 crores.
This would mean that the properties are themselves valued at
over 250 crores. In addition, goods in Bombay, which is one
of the principal ports of entry and exit in the country for all
international commerce, may be said to aggregate at any given
moment not less than 20 crores, if not more. Production
within the city itself of such articles as textile goods, liable
to fire risks in a high degree, and awaiting shipment or for
despatch to upcountry, may be likewise placed at another
15 crores.
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*Other forms of property, besides buildings and goods for.
sale, such as vehicles, furniture, clothes, etc. are difficult to
value. Some of these, like Motor Vehicles, are already.
covered by some system of Compulsory Insurance, in which
insurance against risks of fire may be said to be included.
But taking this single instance alone, it would mean that the
value of insurable material against fire, if it were made on a
compulsory basis, may reach over 300 crores in Bombay alone
at the most modest calculation.

73. The total annual wealth production in the country
is variously estimated; but even at the present price level it
cannot be less than about 1,500 crores. And the risks of
transit as well as of fire during storage, to these various forms
of material wealth produced in the country, both agricultural
and industrial, are very considerable. A system of all round
insurance on reasonable terms for this vast amount of un-
covered wealth cannot but be regarded as a great desideratum.
It could be effected, on compulsory public or mutual basis,
at very reasonable rates, which would make no substantial
deduction; but may afford that element of security and stabi-
lity which are indispensible for a proper organisation of pro-
duction in the country.

74. If fire insurance is made, as we would recommend,
a universal, compulsory provision, it would, of course, be
conducted on a far more economical scale than is the case
under the conditions now prevailing, as the figures given
above show. As business increases, whether on competitive
or non competitive scale, the risks are necessarily minimised;
the rate of insurance or premium automatically falls; and the
cost of administration also dwindles in proportion. As the
individual possessing these forms of wealth has hardly any
capacity to provide a reserve for insurance against fire, and
even when it is provided it is a very small proportion to the
wealth mentioned above; some device of Public Insurance
against this common contingency would not be out of place.
Even if, in commencement, it is confined to only dwelling
houses in towns, goods in storage, or in transit, for sale, and
other forms of fixed valued property, this section of insur-
ance offers very considerable scope for extension of business,
and deserves to be included as an integral part of the National
Insurance System planned as an integral part of the National
Economy.

75. Risks against Flood, Earthquake, Riots and Civil
Commotion are indeed, not unknown in India; but they are
too uncertain to admit of a systematic provision of insurance
on an economical basis. We would not suggest that these
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risks are incapable of being met in a well planned system of
National Insurance. In Japan, earthquake is a common fea-
ture; while in this country, floods occur so frequently in one
or another part of the country, as well as riots and civil com-
motion, that we teel, that in a well planned national economy,
these items should also be included.

76. It is, however, difficult to provide any basis to indi-
cate the extent to which this form of business already exists.
Such provision as is made even now is included in the miscel-
laneous category, and, therefore, difficult to disentangle and
represent separately.

Pending, moreover, the evolution of a completely co-
ordinated plan embracing the entire Insurance work in
Nalional Planning, in all its departments and branches of
national life, certain sections of business or property will in-
evitably remain outside the scheme of national regulation. It
would, therefore, have to be insured by the individuals con-
cerned. We, therefore, consider it proper that Insurance
should be provided against fire, on a progressive compulsory
basis, so as to incorporate this provision in a comprehensive
plan of National Insurance, as and when the s