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The Profession 
Actuaries in India are mainly members of the U.K. pro- 

fessional bodies. The Institute of Actuaries, London, has been 
conducting examinations in India for well over forty years, the 
examinations a t  present being held under the auspices of the 
Actuarial Society of India. 

The Actuarial Society of India, an Association of persons, 
was formed in the year 1945 with the object of providing a 
common platform where actuaries could meet and discuss matters 
of common interest. As at 3 1 st December, 198 1, this body had 
127 members consisting of 6 1 Fellows, 32 Associates and 34 
students. 

There is no separate organisation for consulting actuaries. 
With the nationalisation of Life Insurance business in the country 
way back in September 1956, the scope for consulting practice is 
rather limited. There are only three firms ofconsulting Actuaries, 
though a number of other actuaries do  consultancy work either 
part time or full time and many after having retired from service. 
The bulk of the actuaries are employed with the Life Insurance 
Corporation of India. 

Consultancy work available in India is confined to gratuity 
and pension funds. There is a little work connected with the 
valuation of life interests and reversion. 

Economy 
India is a vast country consisting of 3.288 m.sq.km. with a 

population of more than 684 million. Of this, about 40% con- 
sititutes the working population. Only about 24% of the total 
population live in urban areas, the rest in rural areas. 48% of the 
population is below the poverty line and the per capita National 
Income is Rs. 19 19 (US$213). 

Though rapid industrialisation has been taking place in the 
country during the last two/three decades, agriculture remains the 
premier industry accounting for near about one-third of the net 
domestic product. 70% of the work force is engaged in agriculture 
and allied industries. 

The economy is a mixed one with the existence of both 
private and government ownership. There are industries where 
Government ownership runs side by side with private ownership 
such as in electricty generation, cement, iron & steel, fertilisers, 
banking etc. Some industeries are fully government owned like 
aviation, life insurance, general insurance, coal mining, oil pro- 
duction and refining etc. Most infrastructural facilities are pro- 
vided by government agencies. 

The rate of inflation over the last two years ending March 
198 1 has been high and in the region of 18%. For the current year, 
the rate is expected to be within 10%. Part of the inflation is 
imported and is due to the very high prices of petroleum and its 
products in the world market. India has to import nearly 60 to 
65% of its oil requirements. T o  control inflation, the Reserve 
Bank of India keeps a strict control on credit. 

The country has achieved near self-sufficiency in agri- 
culture. On the industrial front there is good progress. Still a lot of 
machinery, chemicals and other items needing sophisticated tech- 
nology are imported. There is a substantial trade deficit especially 
due to imports of petroleum, and its products. The balance ofpay- 
ment which on current account was in India's favour up to the end 
of March 1979 has changed adversely against the country and is 
expected to show a deficit of Rs. 33,000 million in the current 
financial year. 

The country has a number ofstock exchanges of which five 
are major and very active. The activity on the stock exchanges is 
fairly heavy. There are as many as 3000 public limited companits 
whose shares and bonds are traded regularly on these stock 
exchanges. Government securities are also traded in a big way on 
these stock exchanges. The country also has many bullion and 
commodity exchanges. 

The Bank rate is 10%. On long term Government securities 
the rate of interest is 8%. Banks prime lending rates are around 

18%. The rates of interest on term loans to companies is 14.5%. 
The rate on long term bank deposits (3 years) is 10%. 

Life Insurance 
Life insurance business was nationalised in September 

1956. The undertakings of 200 odd life offices operating at that 
time were taken over and the Life Insurance Corporation of India 
(LIC) was formed. The business of the Corporation has been 
increasing steadily over the years. As on 3 1 st March, 198 1, the 
business in force stood at Rs. 280,174 million (US$ 31,130 
million) and the Life insurance fund at Rs. 66,414 million (US$ 
7,379 million). 

Since its formation in 1956, the Corporation revised the 
premium rates for 'without profit' plans in 1970,.the reduction 
being 2% to 6%. In 1979, the Corporation appointed a Committee 
of Actuaries to examine the premium rates charged by the 
Corporation and advise if any revisions were called for. Based on 
the recommendations of the Committtee of Actuaries, the pre- 
mium rates were revised from 1st April 1980 to make insurance 
policies attractive vis-a-vis other forms ofsavings. 

As a result ofthe last valuation ason 3Ist March, 1981, the 
Corporation has stepped up the reversionary bonus on whole life 
policies from Rs. 3 1 to Rs. 35 per thousand and that on endow- 
ment assurance from Rs. 24.80 to Rs. 28 per thousand. 

Over and above the reversionary bonus, the Corporation 
has also declared a terminal bonus which is payable on death or 
maturity and is linked with the period the policy was in force. 
Terminal bonus is not payable for periods less than 15 years. For a 
15 year period the bonus is Rs. 45 per thousand going up to Rs. 
135 per thousand for 30 years and more. The rate is uniform for 
both whole life and endowment assurances. 

The Corporation employs 94 Actuaries who are either 
Fellows o r  Associates of the Institute ofActuaries, London. 

Gratuity 
Legislation exists since 1972 requiring employers to pay a 

gratuity to their staff drawing wages up to Rs. 1000 per month or 
for the period they were drawing these wages. Gratuity at the rate 
of 15 days wages for each year of service are payable on the 
employee's retirement, earlier resignation, death or diasability. A 
lump sum payment is made. There are certain restrictive 
conditions. 

Most large organisations have extended the benefit of 
gratuity to all their employees under company schemes. 

Financing of gratuity schemes can be on a pay-as-you-go 
basis, by creation of book reserves or by funding. Payment of 
gratuity is tax deductible. In case of funding, payments to the fund 
by the Company are tax deductible provided the fund is recog- 
nised under tax laws. In that case, the income earned by the fund 
is also tax exempt. Book reserves are not tax deductible in the 
hands of the company. Irrespective of the method of financing, in 
view of the accrued liability either under statute or under 
company scheme, a valuation of the gratuity liability has to be 
conducted every year. 

Pension Funds 
Government employees are eligible for pension on retire- 

ment. There is no statutory provision for payment of pensions. 
However, some companies have a pension scheme, though the 
number of such companies is not very large. A large number of 
these schemes are money purchase. Benefit purchase schemes 
are few, though there is a growing tendency for changing over from 
money purchase to benefit purchase. 

Pension payments are tax deductible in the employer's 
hands. Pensions can be financed on a pay-as-you-go basis, by 
creation ofbook reserves or by funding. Under the tax laws as they 
stand, book reserves as  well as  amounts funded would be tax 
deductible. Under the tax laws, a pension fund can be recognised 
in which case the income earned by the fund on its investments is 



tax exempt. A recognised fund has to  follow a set pattern of invest- 
ment and the payment of pensions has to be through the Life 
lnsurance Corporation of India by purchase of superannuation 
schemes. 

Data as  regards pension schemes and pensioners is not 
readily available. Some data collected from different sources is 
given below: 

Number of persons employed in Government 
establishments as  at 3 1.3.1980 who would be 
eligible for pensions on retirement . . . . 9.32 million 

Number of superannuation schemes issued by 
LIC and in force as at 3 1.3.198 1 .  . . . .783 covering 

48,847 members. 

Social Security 
There is no comprehensive social security programme for 

the country as a whole. However, there is quite some legislation 
which provides social security benefits to workers in the organised 
sector ofthe economy. The two important statutes are: 

(a) The Employees' Provident Fund and Miscellaneous Pro- 
visions Act 
Employees in specified industries are required to make a 

monthly contribution to  the Central Fund with a matching contri- 
bution by the employer. The amount accumulated with interest is 
paid to the employee on his retirement or to his representatives on 
his death. Provident Fund is the main benefit available to workers 
for old age protection. 

This Act also provides for a Family Pension Scheme as also 
a Deposit linked lnsurance Scheme. Under the Family Pension 
Scheme, in case of death of the member before attaining age 60, a 
defined pension which is related to the pay of the member is pay- 
able t o  one member of the deceased's family for defined periods. 
On the member attaining the age 60, a lump sum of Rs. 4000 is 
payable to him. This scheme is financed by transferring 1 -1/6% 
of the employee's pay out of the P. F. contribution with an equal 
amount from the employer's contribution. The Government also 
contributes to this fund. 

Under the Deposit-linked lnsurance Scheme, in case of 
death of the membcr before retirement, a lump sum equal to the 
average balance in the Provident Fund account of the member 

during the past three years not exceeding Rs. 10,000 is payable to 
the beneficiaries of the deceased. This is financed by a contri- 
bution by the employers and the Government. 

(b) Employees' State lnsurance Act (E.S.I.) 
This Act applies to all factories. The benefits are financed 

from contributions from employers. The workers also contribute a 
small amount. The benefits include (a) sickness (b) maternity (c) 
disablement (d) benefits to dependents in case of death as a result 
ofemployment injury, (e) medical treatment and attendance. The 
organisation maintain a large number of hospitals and medical 
centres in the country. A part of the cost of medical care is also 
borne by the Government. 

Both these statutes are gradually being extended io  more 
industries or more areas and it is hoped that in due course, all 
workers will be covered. 

The other statutes providing for social security benefits are: 
(i) Workmen's Compensation Act - Compensation is 

payable for personal injuries to a workman out of an 
occupational accident resulting in disablement or 
death. Compensation is also payable for specified 
occupational diseases. 

(ii) Industrial Disputes Act - Compensation for lay-off 
and retrenchment is payable to workers if their ser- 
vices are terminated on any account other than fraud 
or misconduct. 

(iii) The Coal Mines Provident Fund and Bonus Schemes 
Act, 1948 and the Seamen's Provident Fund Act, 
1966 - These two acts provide for setting up 
separate provident funds for coal mine workers and 
seamen. The contribution in both the cases is 8% of 
the salary by the employee with equal contribution by 
the employer. 

(iv) The Maternity Benefit Act, 196 1 - This Act applies 
to all women employed in factories, mines and the 
specified establishments not covered by E.S.I. It pro- 
vides for 12 weeks leave during confinement with pay 
plus medical expenses. 

(v) The Plantation Labour Act, I95 1 -This Act applies 
to workers employed on plantations and provides for 
medical care to workers and their families. A cash 
benefit is also payable in case ofsickness. 



STATISTICAL APPENDIX 

Interest Rates 
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Government of India securities - 
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Average: 
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