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Thers are a verlctSr af rlake tn ganaral !,a6urange.
tle.ney oLesatfy the dlfferent rleb under tbe fsllortngf -(a) Flre (u,) F{s.rias, *,rla*!,an *r treaatt. {e} Iqetsr aaa
{d} HlEcsllEnaoua **eldent lneurescss.' Ineludrd ln
the slscellanscug ere ugr*ruen'g soepsneatlon laauranee,
pernonel eaof {ant, burgl*y tasuJr*ace en€ a*ay athers.

For the yoer t 965 thare w6rp slghty*gss generel la*
suraaee coupealaa earrytng buglsaes" Horrevsr, txs
compentea i11{ ae? treaeect *ay bu*lneea f,er tbst yaerr

rres- enFTslaeif es#lftx tbs.t eee+ Xaeurenee
ccepnnlec trasep,ct b.*tb }1f,e *nd geaerel laeuraaee bscl*
aeEE, ouch ee the Safety Iaaureaee 0oucpany, tbe $altad
F{alayaa Iasuraaee t}*apany, tha Pfudastls} leeuresee
Conpeay, For thcse ooapealoer the orgeal,natlcnal
etructura for Llfa tneur*sEe buslnogs la trtrEda{ to
cater for gan,aral lnsurenea bualasac &E re3"1. But
thoae conpanLes rbloh trenesEt rholly geaarel lneuranoe
bustnqss hnra a untqua orgualestlonb"

Cousleelone-*-*-TT-ft-tua polloy of nogt genernl lnEurenoe
conparj.ae to Day eonmleetoag to tbe tneurenea aseats
( rni ilrf for- tlon ) approxleataly ?jfi to 35fi sf aarnad
franlun inoaaa. Ilortvlr eganta for geuerel-lg-aurerE do
not 6eJra ranerel ccas|aeteae baonuae noat sf, thc geaaral
laeuraaea pollslap ara |n forea for I yeer ead are ssld
sD yeBrly bnals "

It rsul& be Froper fros tbc outeot to olerlfy- tbat
cerialn tvpJ of sin"iui lnauranca polloles aold fcllow
th; nteri?i * iee6f it oettsns la not- gnly. th? ^copnlEalonspayoblo but tb; prGplung cbnr6e&. fhg tsr!.ff 1e eet
ioitn ly tho lseiatetlon of liograre tn tbe Fader*tton
of !{*layala, rhleb enJoya tbs eupport of sbout 9?F,
lf aet hore, oi-*11 t[s-gcneral-lnauranse coupanlaa
operetlng tn tt*leyn" ^ $h; tarfft 1g for thres typee of
buslaeEr"eniy vts-: - {"1 Sorbsat e Ccapenaatloa

(b ) Flra
ta) Hstttr.

3bus, goaar*l tneureaee ooapanlee have to follos
the tarlff end Ts oe^n rry-iA"i tie polloy lb": general
lneurence coe panlca aa&t, 

-Git -{U"- 
payn-ent of eonmleslons



ln the e"bove tb,rca typoa of lnruranee [s to eaaplg tetha ter!.ff Fat€s* florFey*rf a lratr;:arserJ*ilay €6a bef,stmd lx tha_aetual_ oparetioa or 
-tae 

generel laeuraneaeonpantea . fbe eserl*r. coap*alea ere -qu!"ta hirepreaEed,f or bu'raaes as a *eurt sf,- severa- eeipatrtrss, Ehagrtberefore p*y erlgbtly Flgnar *o*sts*rinq-ia-*Lglr *geatato attregt tbes to provl{e bsei.aess ror-tue-eJer&&frrhlg prectt oo ls taevlreblc , ci{riiugU-i***i"iJ. **rneerller ! tne -parl ey of eoa t " oasrieniEe ie 'oui - 

or conpLylagto ths ?erlff r*tan"
arthaggb ne,flnil thet narlnr lseur*nce dosa notcsse ua6er ?aslff eu$*rvlelan, get tha pereani= orcossl.sslcag ts agarts rt',preisia eerru* i[e#so** fartbe cssFs^ay rpG pf,trar stea{lra ratar- ar trre--s*"i"*rtneurancr aoepaalae . ra tba slaearrqn€ous grouFstbora i e freEdsn !.a the pagmont of sonslauL onn . r t lEtbe pra*tt ae of gaEeral taeurance cesBa.sree {s consldercert"ala faetars befara payln* sswteEio**to {[efi *iiaie.

{a } gtnlartty of ths l4aursxss egont. There a:r"probatlon&ry and etendard..egentejBra Dsld ihghtry trorethan tFe prgbetlsaery egedta. Hiraover esst {psu:r*ncecoepanlua pose€Es s *yatoa sf soatral te era.ELaa thEprogrsee,of tba_agoata tstanderrl) prfisurea€nt af builneeefor tho flrp. Ebt"e te af,ten bprn-se "eguaey ieaurte;i---rf tF" appreleel is aatlafaotory esd eo;E,-ib"ortteonnlselong n rhlsb Bsryo aa a l6nus. e;o pita'to tbo
9 Rnq-erd . egeatr by tbc sotrpsny.tbl Tbe_typo of risk to be laiured,i lts naturo, valua
and eo forth.

oess of tha 3.1f a lneureirso oonpanlea,
the, gcnsrel lasureaee Oonpenlae hsre ths potXoy of-trylng as f* as Foeelbls ts leep tho nenageneit
erpanscs loy. rs pr*otlea the gmoral tae*resee
aoapanlee oBend approxlaataly t FF ts eFF of thc
ea'rnsd prenlu.n lssona, For ,-ranplc, tbb $atloaar
Ineurrnoe Ooupany ,baa l8.S9f t unf tei Helay*a Inaurance
9onpeny hec 25.74t, Saf oty fieuralroc Conpirqy hee 9,Ao1,
Ualted Oenoral Ineurenoc Ooupeny hso p8.96F-end Aela
Inpuranee Coapa4y haa 1?.CFrfr. 

-Csrtatn 
oonpenl ee llks

Conmerolel Unloa Aeeuranos Oompaay (]t.pgfil asd
Prudsnttel Aeeutranse 0enpauy (46, AZ'ft! bavo hlgher flgr*ee
becauEo ef certeln ladtviduaf feotera. lhough tn practlce,
the nenegeaoiit srpe&a6s arG qulta hlgb for ths general
lneurqnce coapanlea, Lt te only ln heeplng $1!b tbE
overall experlonae of ths inourenoe tnd,untry tn ltelaya.

henlune

-TT-ts 
the po3.lay of the general laeuranea eompantr es

to follcn the piesfui ratea a$oelfleit urrder the $arl'ff '
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She tartff retss sr& for Horhea's eaaBeaaatlon, Flra
aud Hotor. Sstes (prenlr.rnl for narlna lneuranqo ara
nlso etsadssiltEed* For tbs etbsr tgpes of laeuseaea tha
lneureaee eonBeaLeu bave tbaXr ore sethails la tba
deteralnatlon of tbc prenlua rates'

fealua reteE f,*r tba aon-t*rlff ltEEelBFG, arrLved
at by aonatdarlng tha lnillvtituel rlak,' t49 valdp aad
ad{lil onal rlehs thst lasfl eceoupeay tba flrqt rleE to bE

lnerrre&. In tha coaputetl*a sf th* preatrlm re?ea tt le
the poit cy of, tb,e geacral tasur*ne e *oapenlee ts r*vlag
theee fectors: *
(a) SubJect of lnBurerrce
{ u} tbe lseur*d
t*l the neture of tbe trada lnvolved
{rt } the resuJ.t reveeled !y etatlstlcg
{ e } tha v*r t oue ptrea e * of c anpa tl tl oa
(f) the pollcY condltlone
tg) the 6xtent t* shloh Judgeeent ls requtred |n aesea*1n6

the rlek to be lnsu.rsd.

3,pert fron the abeve faatore other feetore *lways
eccoml[ay aerteln rteka speelflcelly. the -rlsks to
tu 

-i"[uria therefore sre oerefully araslned by -th* general
lnsu,rence eoapaal.ea, Thue, lt te tbe polloy sf sogt
c*rp*nl*s to ensura e*refu} underwrltlag. t![* !e
piaitLce{ by the SsnnseroleL Unlon Aaeuranee Conpanyt
tne prudeatinl Assurenoe Coapany snd the Lsle Ineuranse
Cospnny ts i*"tio" * ior. Oireirrf rrndeg6ltlug ls tbe
;;;;"r" cUofae--oi tao rlEhs and tbe eorr€epoadlng
ieii"guseat ;i ino $renlune to the rlebs to be aecepted '
iflouEfr the poffay is sne of eereful underrrrltlng' , -

unf ortrrnata loseas E4y erisa to dlerupt. tha undenrttlng
experlegcr t;-rieuf{ ln fsat*e retbsr then geln' Thla
involves tUi-quii{{oa of-Go*rte!.nty" Harrait'heleas these
los::es ere nialplsgal througb relanurs&oer

ths prealun coeputetloa for ganaral lnsurance
buelneea vsrf'J froa- tho 11fe laeuraaoe premLun

couputatton. - 
- lf tnou*lt- the-prenl*I' te eonputated

sotuartllly "e-nrii, 
:firlefly, 

reqtss the - 
procedure

that ie folrsrred, ntbe talurange raiJ r$r the eoet of

*rOO of lasursnoo for ool-iFf '-;la. tbe reto uulttpllad
by tbe nusUcr- oi Uun6raile if lnergg;1oe face valva glvee

the prarol'mn ( | ) *ne fi*"i*e-suat ba adeguats ln thc
aggregata to ioirar ieelai-ana ex*s'stss and any baleace

ia the Srsflt-{i-1Ae-atiofAsiAeri. Fron Bublleueil
flguree an estleetc wf 

-iI'-"*Aa of the roqutred flre
(or eny othar lnsgresoo) 

-iueqf*o? prenluq on-9 natl.onal

arnusl beale . f E s{opt'gil;*1" "na 
fiilit"' * llluatratlon

tt l; aa f orla!$€3 {e} - - , ,. . P, 549'
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Iroeeeg gnd loea expenges iaeurred 1 . r . . $]601619rooo

UaderrEttlag ef,pen$as r a . , . , r . . . &)?OrFSrOo0
fotglerpandlturet,..,ffi

Ineuranca rrlttan . * . r I . ' r . . $tl?r6aSrOCOrOOO

Neeesnery prcnlum per StoO
lneuranee = Tqt+l*efr?n*ttrrre x $tW = 6*"? aents.

Ineuranca xrlttea
tbe above ts e eluapla llluetratlon of hor* the praetr:ne
sr€ *onp*te{ by ?hG tneuranec caepenlea.

{v} i{,et
Inecranca lE very lmportant 1* g*aere} lns*rance

huslne,+s beeeuss tha rleke acceptad by the lnsuranee *oE*
pantee srg ehort-tern rtshen the practlce sf, ceieful
rei"rlsurance Xs aersntlal tg eose small gr*trlng g*neral
lnauranoe conpanlas . f hle ls Eo llrlnsri"lf b* sau*e
substaatlal loeaee xould aot dlerupt the fl"nanclel
poettlon of t,he eompaal.ea. fbe methoile of rsl,naurenee
useil by the generel lneurence compenlea ln Helaya Bra
(a) fabultatlve relneursneg end (b) treattee or autonatlc
reiasuraJrc6" {} }

Eaeh general tnsurance compsny haE lte o11n poltcy
on tbe amoust of rctsntloa ltalt. For Instance tbe
pollcy of the Settonal Ingureace Coepany ls to rstaln 15fi
of th; rt;k aud pa88 tbe rest (or relnsure I over to the
Head offree 1n Cilcutta. The retantton llntt ln practlce
is dependant upon tha rlek ltself.

It ean be found tbat the polloy of the local"
g*o*r*l lnsurence eonpanlee ls to rblneure asoag conpanlee
operatlng ln !{alaya rather tben forelgn compenler.
i{owever r the I"f flf oi the f orelgn lncorpof?}e* eoupanl ee

le to relneurl outllde t{a}ay* espectal}y *1!h- thelr
Hea{ gffl.ce or otbar companiee" The noat obvloun
exaruple 1s tbe Aserlr*n tnleraattott"f-Uodergq.ttere (AIU)

r*hlch carrl€s out luetne;i for flve tneuranee compenl'ee
operatlng ln Hel-eya, n"t.iy, Anerlcsn Internattonel
Aseurance g;uteny, - 

ftanover- ineurs,ncs - 6onpeny, $ev
Hanpehlre Insurance Company, _Ftremenf e Ingurancc Conpsny

of ilerark and Aner!,can Soub- Ineurance Conpany.
ail"iili;=ffreraatlonal unaer*rltera, 1R fnct, relneurers
praetleally atl of 1ta relasurance i'IogT311: -:::uf 

0*
italsya. fLle lE the pori.ay adopted by A$erleell'
Internatlonal. Underrrltsre. Other foirel$n lncorporeted
companlee fotl"ow the EeBs poll'ey'

he net ffirence bave
V under tha eub-headlng

een BCUE6e

Sbapter
4?
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?hc rafaeurancg progrsps{$ ls preparcfr *ltb tbs
elalne that rr111 erf,*e ts ster" ?his rreuld €rgsurs s
g?f? polLcy esd tberefore, anhsnee ftaaaelel etnblltty,rt le fouadn froe en anelyal.e, thst Bost of the g*aertl
!,nsura"see ooapani,ew, tn prsattee try to avold sotor
lneur+rrce, fhie tg chlefly beceuee *1ata6 arle!.ng frs$It afe hlgh* tble can be aean frm tbe table glv6n
on thc next pag€.

-" -tlD* - |

I
,f,

t6
fll



+
!p
o\
!F

H,

T n(\| €rn\ouhu\
aaa.q\ ran Gl

{F{F\

.:rn
't

q
f,f\

H
+'{
dt
r'.{g

tfl 6lnOt'-N***o rr1 s,q\rnoo+ nD
lraa

r- {n tf.i
i-

ffrAGL

eh
'|f€*
\s
6\
FA*

F
lf-\
\a

3
{€r-

t
gb
F
:€*

!P

F
.F{
€s
fr

€ns(\| rh tr1|nt* o
*-lrrdt ftt }tl6S.lS6 f'ft \O
l|ttl

F\O+*
ru* 4e .*

#rerf\
t

$
Fr\s

l

&

{lf
\o'fi

*
GI't\
6.A

o.+
*

F1
\o
th
F

lq.
{h F'- ch oJf*\.+ru€

*itlf.'t E\ [nrf\ .* rq

g\s
a

df
rn

R
nr{
6g
Ff{}

'S$oor{\€O\GIS[f\.oF
*ctG

$, O O\ -rf
F{tFCh
ch \o Ln t-

r;
C'\ fn

{F ,S.*F

tr,-6
o\

t

rng\
a

.+

*

€
B

f,{
FIa
&

(),Ftn8f, t
6-1

Ct\FF;& fi
Gt-

\{t }f\ c}
dlS &

[ns(\l
I

!n
Fn
*,-]
{\l

?
!o(

a

s
|n

a
if}4
*d*

B
B
qf
r{tl

i{idBbsf* &qe 
$t0-S r{

@G FIAfr H o5g'r o 6 o
ir.i- lr +t o
if ts d € s

---H-
o

4. .* , ,
1.,:r ,il* i'i .

,,tt.it,ti::. .ir,
- t.i

:. : i t:'i.

:: :l:r: : :::.
:r.;::, t:rl::i.:1.,
::: : ::t a::::..a'a'

-t-

,,,i':,i:;; :: :l':.::d
'' ) *.i: lr :

.*'."li5, -,.
rlil'il i.:

,:"i: r ,,
, : ltll. rl
' .-:i,1.. 

.

r::.: :
i..:1:,. .
, . ::t:Pi,;, :.,

.',;;:':"!;1; .

:,'',9$ ii, .

i' -ll, :,1
rt

r

,tf
rl

..tl
.,il
, rl

49



H

F ri
*#
F
Fl
I'

1,,

E, .:l'

1.,

ReserYag
rt 1g tl? porrcy of 

- the Genorer rnaura,ace eoapeares+,o keep the reserve bpcctfled uy-ia".

+ preeh,ua rassr?a of 4oF for frre ead eccldentpol1c1ee e&al p5f f or nartne r' *"tution: +r?d tranelt polteleale ualataluad on t'bs folro*'ing teeini*("t-a;;u praat"r:ne
l"oe g relaes&Boa 1n tb* roaeiltion-er pEiriyf,- ooiy-i bj*rf -relnsursnee -lE pl*ee{ outcrd e Hat*gre , thssa- Jra--aotdeductabls {Toe^gtogs^ pr*uruna uniian e depoelt,equtvelent to IOF of tbe prenlum retnsurua-nag beenretalned Fy. * Ss$erstton ineurer, an{ t c } ifefnsu.raueu lsepeet*L rlaks' esr be de{uetad onlu tf irioea-outsraeHaley*r hut approval tee to be obtalne& froe iue Inerrranea
Coamlasleaer to elarlfy lt as a speclei rlck,

In preotlee the .IaBureqee Conperrlee tn Flaleya
eeldoe axoaE0 the 4ol or ?sfi trhlelover ta ref*rief, ts)
epeelfled: t n tbe aet. Bhey eet *eid,a tbe r*cerye thst
*,,b€ Act aeLntalne.

InYsetsoat

-fieEEir 
e irlgb degree sf eefety te eougb,t, tn rhe

selectlos of aadla for tbs portfolt oa of 6eseral.
Ineuranse 0oapanlee, they ar6 free to parttelpe?a
substontlelly la equlttae lf they Judge oondttlone &s
favsutrablo. Xrlguldlty, boxavEr, lB of nucb greater
elgnlf,lscnoc l,a tbeee eonpantoa then equltl,es rhlch ln
only 12.76fr of total funil la ab"erec and d,ebanturea aad
t ?.6oS ta govornnont (sno LocaL) eecrrrlttee (refer
t*b1e bslsr. ) IayeetsaatE !n lneose property esd rael
srteso mortgegao aro llntted' Sroa theee lt eea be
vl"srrnllaed dnnt tbo gAaerel tnsuranee eoupanleo eeem.,ln
thclr poltelca ragardlng lnvoetpentr. to eapbastae on'
llqulatity cad retgrns. -Horaver !u tbs ohaLee of
tnveatpente, thaLr lsveatgent $sllclee haVe to be
udJuated ts'tba legall.y authorleeil eesetg to tnveat ln.
th6ea srs prlnalpalfy tno lnveetaeat polLel.ea of nogt
ul _tF"- generel lnsuranea conpanteo.

For & Enell eglgpanyr oF On€ shose preatum lncoao
and con6equently tbe potinttal tlabllltf fgr- loseee sre
iers6-I; ;tiatfla to iUa cepltal fyo,e avel:.*ble' lbs
Brtilo iastei-{"-{n" lnvestnLat poltc{ ls tbe aetntenanee
if botb ffqafdlti end nerket value sf lnvaetnent st s'Il .

tlses. fhrc routd corurE-tlrat-ertrlordtnary lsseee nay be

met frtnout 
'*;[""-g!.fff 

c131tyr. no that there would not
be lsfstiuunt of, aolvency la- poor.or bnd' tluee' sut
tboee ou*p**iai-wnese a*btt"l-fu"|? 8r.6 eepeotelly large
rel*tine to tbs vollrne ei uaderrfflttng -buat'nees ' the
lnvestnsnt operetlnne nit *-l::.ul.eted un{or the pollcy
af msxlmlelng long-rane6" piofttE ( retg'nna ) rlth ths

1r I
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F
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eonfldesce }P]-:l-**sl* uargln of eolvenoy te a'sur,d's 
alsost s.$$r 6yent. 

=--'oo*!-oF-iui- 
eptablraLEd geaerallaeu'raaee cgipaalae - rile e*paaJli"i ualon sg*ulaeceeomp*av' #oL pori"iil* *uaii*iiGt Fpl*i-ila a*.rpruerund,a tharebv *1..;ire-I";F;T;:ianr"a nf 

-1nv"ersenrs.It can bs fgpoA rhat inf of-s-rolri fT+d of t5r504,F6Foa}y t6a?'5€4 rqe irpi-ra irquii"ilr**, oB tie srberhend st '355r?r* me in $yrG6it*E**ur!.uee uhlch rascbour r tarru or rho *"lli;_T;id,;lrc ls rcature{t iaequlttes rb,lob depleta tbe fr66aoi E"f iy"i=;;-*coaaerer*r llnlon in rtE ioo"";;;;; poirly. -ftevertbereae,
csre ebourd nreo G i*[u" rn airnierntng a reeaenebraetablllty ta tbe sarket verue-ir-ixar" rnvsatesatportfollss. GrE the other extrem* ys have tbe case oftha Fetloaal laaeresae C*p*]-ilria a** a3.i sf ltslavaatsents la Frxed rtepaei{il eaE*i*en. th*a danotessa tnr*uta€o3 F.olrgr thi?t:;;p$iriEl*i" ififuEr*rgnlv' . &rr 

_ 
sr tae rirna or tr ,6 u, E4; *r, o;d;ioe latn oeab and ftrred depostte. '---''r

' ..t r s \,'..-;I/

Eatlks'}tfe lsgursaae coap*ntea, ra genarel
l:*il*lol_t}f "!*,*?tg of prEul.icp-ovir redeee srpeasss
1g sa1? or rrudonnrLtlag giln. { rn general tneuraneetbero Ia geual.ly yaarrf ar vsrr'snoFt teru !,aeu*sacesEE4 thcra !.s rcrely any bsnue irayaento to poircy-holdera ) .

Sbus t4a dlvtctenit poJ"tey of anr general tnauraace
goepanf te dopcndant upoa tho underrrtttng galne.
0enaraL lneurenos e oupantree , rltb earefur-us0errrttlng
ess gasurs a ooastagt dlvldond daclerett on poll.ey toabgeholdsre. But tha neture of tba buElueee ln- practteele so us$radlsteble thet tbtg polloy uay ba relare0 to
seEt bad ttaec.
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