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Like the rest of the insur-
ance industry, General 
Insurance Corporation 

of India, or GIC Re, had a diffic -
ult FY21. At the worst of the tro -
ugh in the first quarter of FY21, 
the solvency ratio, a key indi-
cator showing how far as sets 
cover commitments to fut ure 
payments, went down to 1.52 
in June 2020, just above the in -
s urance regulator’s man d ated 
1.5. That is not the primary pro -
blem with GIC Re. As the wic -
ket-keeper for the Ind ian insur -
a nce companies, the larger 
in  d  ustry still seems to be comf -
o rtable to see India’s sole re in -
surer play with a net behind it. 

The net is the Government 
of India’s ownership of the 
company at 85.78 per cent. It 
keeps GIC Re from growing up. 
Even more unfortunately, this 
structural problem also keeps 
the Indian insurance business 
from growing up. It is difficult 
to judge whether the non-life 
insurance companies are com-
fortable not taking on too 
much risk because GIC Re has 
a limited capacity to reinsure 
them or whether it is the lack 
of adventure among them to 
pick up business from the large 
percentage of uninsured, whi -
ch keeps the company rela t -
ively puny by global standards.  

GIC Re just makes the cut 
as the tenth largest reinsurer 
globally depending on whether 
one measures the rank by the 
net premium written or gross 
premium written (the latter is 
more appropriate, in which 
case the company falls out of 
the league). The ranking is illu-
sory since by size of business, 
GIC Re is half the size of China 
Reinsurance Corporation, 
which is at seventh position. 
The others are much further 
ahead. All this is happening 
when India nurses a justifiable 
ambition to become the rein -
surance hub for South Asia. 

Insurance rules set by the 
Insurance Regulatory and 
Development Authority of 
India (Irdai) mandate that GIC 
Re has the first right to inspect 
any risk in the Indian market 
offered by an insurer. In the 
insurance business, for big 
risks, companies do not keep 
the entire business with them-
selves but farm it out. The def-

inition of what constitutes a big 
risk is essentially a business 
decision. It is usually inter-
preted as a risk valued at more 
than 5 per cent of the net worth 
of the insuring company. This 
is where the value of reinsurers 
like GIC Re come in. 

To provide additional com-
fort to the domestic insurers, 
Irdai also mandates each of 
them will offer at least the first 
5 per cent of their aggregate 
reinsurance business to GIC Re 
— a unique rule in the global 
insurance industry. This provi -
des the state-owned reinsurer 
with a steady line of growth. 
The company’s gross premium 
written grew over 15 per cent 
year-on-year in FY20. This is 
not a happy news, though. It 
made a loss of ~359.10 crore on 
its underwriting business, a 
sudden dip from a post-tax 

profit of ~2,224 crore in FY19. 
The losses have risen bec a -

use GIC Re is not big enough to 
demand the tough underwrit-
ing standards from the insurers 
that foreign reinsurers are de -
m anding from Indian compa -
nies in fire and crop insurance. 
Because it is a government en -
tity, its first line of sight to new 
risks means it also picks up 
plenty of unwanted baggage. 

One of those is crop insura -
nce. Globally, this is a big and 
profitable business. But it 
dem ands tough underwriting 
standards by the insuring 
comp a nies. They, in turn, 
maintain the standards when 
the rein s u  rer cracks the whip. 
For ins t a nce, in assessment of 
crop los ses, the surveys have 
to be made carefully. In its 
absence, losses can mount. In 
India’s agricultural lands, all 

political parties are keen to 
demonstrate a high loss but 
pay insurance at a low pre-
mium. Govern ment-run insur-
ance firms such as New India, 
Oriental or Uni ted con-
sequently make mass ive losses 
on the business with claims 
running at an average of over 
120 per cent of the pre m ium. 
When GIC Re swallows this 
business, its losses also mount. 

The implications are clear. 
The company either refuses to 
pay for such extravagant losses 
or eats into its capital. Till 
recently, before a new manage-
ment team came on board, it 
had chosen the latter. In FY20, 
GIC’s net worth slipped 6.2 per 
cent in one year. Managing this 
impossible challenge has costs 
for a listed entity. The share 
price of the company dipped 
from a high of ~855 when it was 
listed in October 2017 to ~205.9 
on the NSE in April 2021. While 
specialist insurance ratings 
agency AM Best had down-
graded the Financial Strength 
Rating (FSR) to B++ (Good) 
from A- (Excellent), it still does 
not capture the contradiction 
in the position of GIC Re. Care 
Ratings, for instance, has 
maintained a triple A assess-
ment of the company in the 
same period. 

The good marks to GIC Re’s 
credit profile from both is ba s -
ed on just one metric — the str -
ength from strong ownership 
by the government. Left with 
losses in its primary business, 
GIC Re covers up with the in c -
ome it generates from its in ves -
t ments. The company has inve -
s tments of ~28,862.83 crore in 
go vernment securities as on 
March 31, 2020, which is about 
33 per cent of its total invest-
ment portfolio. But remember, 
insurance investments are sup-
posed to be passive with a hori-
zon of over decades. Filling up 
for underwriting holes has risks 
for eventual shareholder retur -
ns, not to mention the asset-
liability mismatch for infras-
tructure sector companies to 
whom it lends. 

Of late the company has 
started to make amends. It has 
begun to withdraw from the 
crop insurance coverage of the 
public sector insurance comp -
anies or demand a higher risk 
premium. It has forced some 
of the latter to improve their 
quality control measures. It 
should do what it has done for 
fire insurance, increasing the 
premium it charges for high-
risk covers. Covid-19 actually 
gives it an advantage as more 
people are willing to be insu -
red, for life, property and busi-
ness failure risks. Those who 
are in the lower income 
deciles will be served even 
better with a performing 
reinsurer than with one whose 
only lifeline is a government 
bailout. It also en courages GIC 
Re to grow as the size of the 
economy warrants.

ANJULI BHARGAVA 
New Delhi, 19 April 

Reform — but not needlessly. 
That’s the message for Indian 
education policymakers from 
the research findings of two 
Indian economists — Sandip 
Datta of Delhi School of 
Economics and Geeta Gandhi 
Kingdon of University College 
London. The fiscally-strapped 
Indian state can save around 
~1.5 trillion a year on education 
spends if it acts on data and 
evidence instead of precon-
ceived notions, the paper says. 

Conventional wisdom in 
India and abroad has led 
experts, economists, academ-
ics and even parents to believe 
that large class sizes in schools 
have an adverse effect on learn-
ing. Low learning outcomes 
have typically been blamed on 
the inability of a single teacher 
to teach students who are at 
different learning levels, but in 
the same grade; the huge ad -
ministrative burden most sen-
ior teachers in the government 
school system grapple with; 
and large class sizes. It is widely 
known that in many govern-
ment schools there are 60-80 
pupils in a single classroom. 

Hence, huge resources 
have been directed at reducing 
class sizes in both public and 
private schools. Between 2010 
and 2017, the total number of 
elementary schoolteachers 
rose by 0.4 million, and the 

corresponding total teacher 
salary bill swelled by $3.6 bil-
lion in 2017-18. 

But research by Kingdon 
and Datta shows that class sizes 
can be increased to an optimal 
level of 40-odd for science sub-
jects and 50-odd for non-
science subjects with no detri-
mental effect on learning 
levels. In fact, peer learning 
that happens in larger class 
sizes implies that classes can 
reach an optimal level to 
enhance learning outcomes. 

Datta and Kingdon further 
suggest that there is scope for 
increasing class sizes in India 
from the current 
22.8 to 40 in sci e -
nce and 50 in non-
science, without 
hu r ting student 
lea rning. Their 
findings have been 
pub lished in two 
pa p ers — a RISE 
working paper tit -
led “Class Size and 
Learning: Has 
India Spent Too 
Much on Reducing 
Class Size?”, and 
an o ther paper published by the 
IZA Institute of Labour Eco n -
omics earlier this month titled 
“Teacher Shortage in India: 
Myth or Reality?”. The study 
based on rigorous econometric 
analysis was possible due to the 
availability of data from Luck -
now’s City Montessori School 
chain with 57,000 students spr -

ead over 18 branches in the city, 
of which Kingdon is president. 

The findings have huge pol-
icy implications for India and 
other countries that are reform-
ing their education systems. 
India spent an estimated $3.6 
billion in 2017-18 on the salaries 
of the 0.40 million additional 
teachers it appointed between 
2010 and 2017, which reduced 
the pupil-teacher ratio (PTR) in 
elementary public schools 
from 31.2 (in 2010) to 22.8 (in 
2017-18), and to 27.9 in second-
ary education the same year. 
The Right to Education Act 
ma n dates a maximum pupil-

teacher ratio of 30, 
but adjusting for 
fake enrolments, the 
true PTR now is a 
low 19.8. 

And here’s the 
rub. The net teacher 
deficit (vacancies) in 
India is far less than 
the government esti-
mated number of 
one million. While 
re search by Datta 
and Kingdon broad -
ly confirms the large 

number of estima ted teacher 
vacancies, it also shows that 
there is roughly the same 
number of surplus teach ers. In 
fact, the net deficit of tea chers 
is only 26,660. “Teach ers across 
states are at present poorly allo-
cated and adjustments and 
transfers can ensure that the 
so-called shortage is re duced 

substantially,” says Kingdon. 
The study has found that 

eight states have net teacher 
deficits and 13 states have net 
teacher surpluses. It shows 
that 84 per cent of all net 
vacancies are in Bihar, 
Jharkhand, Madhya Pradesh 
and Uttar Pradesh. “It is 
mainly these four states that 
need close attention from a 
teacher shortage perspective,” 
explains Kingdon. 

Moreover, 73 per cent of all 
net teacher surpluses in the 
country are in West Bengal, 
Tamil Nadu, Assam, Punjab, 
Rajasthan and Kerala. Here, 
large savings can result by 
introducing an attractive vol-
untary retirement scheme 
and/or stopping fresh recruit-
ment of teachers. 

The teacher shortage paper 
reveals that maintaining the 
current PTR of 22.8, rather than 
the maximum permitted PTR 
of 30, costs the exchequer 
~55,169 crore. The fiscal burden 
of additional recruitment to fill 
the supposed (882,200) teacher 
vacancies that the National Ed -
ucation Policy 2020 promises 
would be another ~47,879 crore 
per annum. “This adds up to 
an annual fiscal burden of 
~103,048 crore ($14.1 billion) per 
annum for 2017-18, which was 
roughly equal to the total GDP 
of Madagascar or Mon golia 
that year, and was higher than 
the individual GDPs of 86 cou -
n tries!” the paper concludes. 

Kingdon, who has been arg -
uing for data-driven education 
policymaking in India for 
many years, says that so far 
there has been no compelling 
empirical evidence guiding the 
class size, learning outcomes 
and consequently no data-
based estimation of teacher 
shortages in the case of India. 
Policymakers have largely been 
guided by perceptions. It now 
remains to be seen what hap -
pens if and when reality bites.

Reforming education based on data

Research by 
Kingdon and 
Datta shows that 
class sizes can be 
increased to an 
optimal level of 
40-odd for 
science subjects 
and 50-odd for 
non-science 
subjects with no 
detrimental effect 
on learning levels

On April 7, the Reserve 
Bank of India released 
updates to its regular 

Consumer Confidence Survey. 
These refer to the nine-day pe -
riod from February 27 through 
March 8, 2021. For simplicity, 
we will refer to this as the first 
week of March 2021. The RBI re -
leases two indices — the Cur r -
ent Situation Index and the Fut -
ure Expectations Index. Both 
reflect net responses, i.e., the 
difference between respond e -
nts whose perceptions are imp -
ro ving against those with deteri -
o rating perceptions. An index 
is computed as 100-plus net res -
ponses. It reflects views of hou -
s eholds in the capitals of 13 large 
states of India. It is, therefore, 
an index of consumer con f id e -
nce in the larger towns of India. 

In the first week of March 
2021, the Current Situation In -
dex was negative and had dete-
riorated compared to the pre-
vious survey conducted in early 
January 2021. An index that is 
below 100 in the RBI Confi d -
ence Surveys is negative. It indi-
cates that responses of deterio-
ration in conditions exceeded 
those indicating an improve-
ment. In early March 2021, the 
Current Situation Index was 53.1 

compared to 55.5 in early Jan -
uary 2021. This index had tou -
ch ed its nadir at 49.9 in Sep -
tember 2020. It has improved 
marginally since. But, the cur-
rent situation index is still much 
lower than the 85.6 level it was 
a year ago in March 2020. 

The RBI Current Situation 
Index has been negative in all 
surveys conducted in the past 
four years, except the one in 
March 2019. In general, respon-
dents who believe that current 
conditions are worse than a 
year ago have almost always 
ex ceeded those who believe 
that the conditions have 
improved since. 
Of course, this 
sustained neg-
ative sentiment 
worsened after 
the lockdown. 

The Current 
Sit u ation Index in 
Ma r ch 2021 at 53.1 
was 48 per cent lo -
w er than it was a 
year ago. The ext -
ent of this fall is similar to the 
58 per cent fall seen in CMIE’s 
Index of Current Eco n omic Co -
nditions for urban Ind ia. CMIE’s 
indices cover a much larger 
number of towns. Sent i ments 
had worsened a little more in 
the relatively smaller towns. 

The constituents of the RBI 
consumer confidence indices 
and CMIE’s consumer senti -
ments indices are different. 
CMIE’s indices are based on 
five questions — perceptions 
regar ding current household 
income compared to a year ago; 
expectations of household 
income a year into the future; 

expectations of economic con-
ditions in the country a year 
into the fut ure; and five years 
into the fut ure; and finally, 
whether this is a good time to 
buy consumer du rables com-
pared to a year ago. The first 
and last questions create the 
index of current economic con-
ditions and the other three go 
into the making of the index of 
consumer expectations. 

The RBI indices are based on 
current perceptions compared 
to a year ago and future expec-
tations on five subjects — gen-
eral economic conditions; em -
ployment; income; prices and 

inflation; and spend-
ing on essentials and 
non-essentials. Alt h -
ough the RBI asks 
many more quest i -
ons, some of these are 
correlated. For exam-
ple, if a household is 
negative on employ-
ment, it is likely it will 
also be negative on 
income. The two ind -

i cators are positively correlated. 
Current perceptions in the 

first week of March 2021 com-
pared to a year ago in respect of 
all five subjects, except spend-
ing, were negative and had wor-
sened compared to the previous 
survey in January. Spending 
had increased compared to a 
year ago. More households were 
reporting an increase in spend-
ing on essentials than a year ago 
and also compared to January 
2021. But, the spending on non-
essentials has worsened. Only 
12 per cent of the households 
reported an increase in spend-
ing on non-essentials. A year 

ago, this ratio was 28 per cent. 
The uptick in spending on 

essentials could be the result of 
higher inflation. The proportion 
of households reporting an 
increase in inflation increased 
to 88.8 per cent — the highest 
level in about seven years. Infl -
ation expectations have gone up 
as well. Over 81 per cent of the 
households expect inflation to 
go up. This is the highest pro-
portion of households express-
ing such a view in three years. 

While spending on essent -
ials is sensitive to price changes, 
spending on non-essentials is 
sensitive to sentiments. 
Spending on essentials is not 
discretionary. But, spending on 
non-essentials is. 

One constituent question in 
the CMIE consumer sentiment 
indices relates closely to RBI’s 
question on spending on non-
essentials. The CMIE question 
is whether households feel that 
this is a good time to buy con-
sumer durables, which are, 
arguably, non-essentials. The 
CMIE question, of course, is 
more direct by asking about 
consumer durables as com-
pared with the more open-
ended “non-essentials”, which 
could be open to interpretation. 

In early March, when the 
RBI said that 12 per cent of 
urban households had inc re -
ased their spending on non-
essentials and 59 per cent had 
reduced it, the CMIE survey 
said that 4 per cent of urban 
households considered it to be 
a good time to buy consumer 
durables and 54 per cent said it 
was a worse time to do so com-
pared to a year ago. Both sur-
veys tell us that the urban 
Indian household continues to 
remain wary of making non-
essential or discretionary 
expenses. Till this wariness con-
tinues, economic recovery will 
remain elusive. 

The writer is MD & CEO,  
CMIE P Ltd

MAHESH VYAS

ON SENTIMENTS

Households wary of 
discretionary spending

Over 81 per  
cent of the 
households 
expect inflation 
to go up. This is 
the highest 
proportion of 
households 
expressing such 
a view in 3 years

An ownership 
problem for GIC
Government shareholding and preferential regulation 
have skewed the reinsurer’s efficiency and, by 
extension, that of the non-life insurance industry’s too

The government 
can sharply 
reduce education 
spends by paying 
heed to the 
research findings 
by two Indian 
economists

                                                  FY20                FY19 
Gross premium                    51,030.13            44,238 
Net premium                       46,655.41            38,996 
Incurred claims                   43,035.86            33,740 
Underwriting profit**        -6,367.18       -2,211.55 
Investment income               7,125.48         6,401.34 
Tangible net worth              21,902.17         23,358.5

GIC SNAPSHOT (all figures in ~ crore)

** —indicates loss                                                                                                       

Source: GIC annual report, Care Ratings 
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QUARTER-WISE 
SOLVENCY RATIO

  Q4FY20    Q1 FY21       Q2FY21 

19.6

31.3

20.5
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and engineering   nLife  n Others

FY20 

PREMIUM % BY 
CLASS OF BUSINESS

13.1

3.7
4.6 1.8 5.4

BEFORE THE HON'BLE NATIONAL COMPANY LAW TRIBUNAL, 
KOLKATA BENCH, KOLKATA

COMPANY PETITION NO. C.P. (CAA) No. 65/KB/2021
CONNECTED WITH

COMPANY APPLICATION NO. C.A. (CAA) No. 1157/KB/2020
IN THE MATTER OF:
Petition under section 230 and 232 of the Companies Act, 2013 and other applicable provisions 
of the Companies (Compromises, Arrangements and Amalgamations) Rules, 2016;

IN THE MATTER OF:
rdPhilips India Limited, having its registered office at 3  Floor, 

Tower A, DLF IT Park, 08 Block AF Major Arterial Road, New 
Town (Rajarhat) Kolkata – 700156, West Bengal, India 
CIN: U31902WB1930PLC006663, PAN: AABCP9487A

AND
Philips Domestic Appliances India Limited, having its 
registered office at 3rd Floor, Tower A, DLF IT Park, 08 Block AF 
Major Arterial Road, New Town, Kolkata – 700156, West 
Bengal, India 
CIN: U29308WB2020PLC238116, PAN: AALCP2532N 

AND
Preethi Kitchen Appliances Private Limited, having its 
registered office at Raheja Platinum, Sag Baug Road, Off, 
Andheri Kurla Road, Andheri East, Mumbai – 400059, 
Maharashtra. 
CIN: U36993MH2011PTC213827

… Petitioner Company 
No. 1/ Demerged Company

… Petitioner Company 
No. 2/ Resulting Company

…Amalgamating Company 

NOTICE OF HEARING OF THE PETITION
Notice is hereby given that a Company Petition under Section 230-232 of the Companies Act, 
2013, seeking sanction to the Composite Scheme of Arrangement between Philips India 
Limited (“Petitioner Company No. 1”), Preethi Kitchen Appliances Private Limited and Philips 
Domestic Appliances India Limited (“Petitioner Company No. 2”) and their respective 
shareholders, was jointly presented by Petitioner Company No.1 and Petitioner Company No. 

th2 (hereinafter collectively referred to as the (“Petitioner Companies”) on the 25 day of March 
2021, before the Hon'ble National Company Law Tribunal, Kolkata Bench (“NCLT”). The 

rdaforesaid Petition is now fixed for hearing before the Hon'ble NCLT on the 3 day of May 2021 at 
10:30 a.m. or soon thereafter. Any person desirous of supporting or opposing the said Petition, 
he/she/it should send to the Advocates for the Petitioner Companies at its below mentioned 
address, a notice of his/her/its intention signed by him/her/it or his/her/its Advocate with 
his/her/its name and address, so as to reach the Advocates for the Petitioner Companies not 
later than 2 (two) days before the date fixed for hearing of the aforesaid Petition. Where any 
person concerned seeks to oppose the aforesaid Petition, the ground of his/her/its opposition 
or copy of affidavit in that behalf should be furnished with such notice.
A copy of the Petition can be obtained from the Advocates for the Petitioner Companies 
between 10 a.m. and 6 p.m. on any working days except Saturday and Sunday and public 
holidays but not later than 2 (two) days before the date fixed for hearing of the Petition.

thDated this 20 day of April, 2021
Sd/
Mr. Gyanendra Kumar
Partner
For M/s Cyril Amarchand Mangaldas
Advocates for the Petitioner Companies
Address
M/s Cyril Amarchand Mangaldas

thD-3, Prius Platinum, 4 Floor, District Centre, Saket, New Delhi - 110017, India
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