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CHAPTER 1: Development Of Engineering Insurance And Relevant Legislation

History and

development

Development of engineering insurance in the United Kingdom, the
U.S.A. and Germany: The origin of engineering insurance dates back to
the 19t Century. Great Britain was in the forefront of industrialization
on large scale made possible by James Watt's invention of the steam
engine. As many as 500 steam engines of modest output capacity were
already in operation at the beginning of the 19th century. /

gATee Tohvrew, .ud. U ofiX FHHAT # SShAafar fimr #1 e S
AT Y Icafxr 19 AF erarear & 9T ATl ST ATe & TH To( ATATHIT h
FRO T2 T 9T SRIRET % qeaee § I f6eT qa9 o am 19 &
QTATeal i HATT H HTHAT ICATEA AT 500 TEHH o1 TRATAT | o1 /

Nevertheless many teething troubles were experienced with this new

energy production machinery. An alarming situation was created due to

explosions in steam boilers resulting into heavy losses to property and
personal injury. / TFT T =0 95 T IcATad AT F AT F2 Q&3AAT
TLIMTAT 7 e 7T T3 ¥60 Figae | Aehe & H gas ot
AT BT T2, oreeh F1or §91=7 3T SARETT =le &l AT THaT gall

An independent organization called the “Manchester Steam Users

Association (M.S.U.A.)” was founded by a group of engineers in 1854

for the purpose of inspection and revision of steam engines and boilers.

| T ET ST FrI & R0 ST Gt F I29T 7 1854 § TSI &

T T FIT "d=¢e? TH Iod TaEue (M.S.U.A)" AT9F TF Fd
TS Y F=ATOAT Y T2 o

The M.S.U.A. was not an insurance company but it was soon realized

that inspection with insurance would provide a comprehensive service
to the users of steam. With this idea the first engineering insurance

Company viz. the Steam Boiler Assurance Company was formed in
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1858. This was followed by formation of other similar companies. /

M.S.U.A. a1 U+t Tl =ff, ofed a8 sTeg gf Agge o ar & & =+

Ty e ATY-SUT TRt T U SATAF 4T T AT 7 5= F 9y
TEAT SSTAATT ST FHOAT ST TEIH FIAAT TLARH HAAT HT 75T 1858 §
TR 1T T TEe AT S T AT 7 T AT T

These companies offered insurance policies to cover: / 3 &afaat
FAT TiferfEr £t Terwer #:
v' Material damage, / @it Ft erfar

v' Personal injury and / ZITTRTT =12 3T

v Third party liability resulting from explosion of boilers and other

pressure vessels. / AT MY I TETT IT F ATREE F

TRUTTHEST ST 37T 19 &7 T ST

Boiler

Explosion Act

The Boiler Explosion Act was passed in Great Britain in 1882 and
provided for compulsory periodical inspections of steam boilers by
Government authorities. Around the same time, a number of engineers
of the “Polytechnic Club” in the United States of America decided to
establish a company to effect boiler inspection service and to provide
insurance in the event of a boiler explosion. The “Hartford Steam Boiler
Inspection and Insurance Company” was formed for this purpose and
its first policy was written in 1867.

The Factory and Workshop Act 1901 in the U.K. made it compulsory for
all steam boilers in factories to be thoroughly inspected once in 14
months by a competent person and for a copy of the inspection report

in prescribed from to be attached to the factory register.

Fiaax Aene afaffaw 1882 & = foew & wia fFm w7 sie awwrdy
et g &\ T & Ji=ard smatess MO F oo sraegs G
TAT| TRTAIT IEHT T/, T 57 AHHT H "qifereiEhd Fqa" & F5 s qadl
T T AT TAT T TATH FA 3 T fFewe £ fofa § fur ye=
F % 1T U FouAT w=raq Fe e o)

TH 32T & forw "gEwE T aiew SEEed U 3eqH FOAl" T TS
R T S TEer qget uTferft 1867 # ST AT W= Lk H e U
FHIT Tz 1901 F FeE™i #§ qdt TH Fiaei * o 14 92+ § & a%
e =tk g A w31 97 it s § Ader fae i v afa
FTCGTAT TOTET H AT F4 o (70 FHard F¥ 24T
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The Coal | The Coal Mines Act of 1911 extended similar regulations to steam
Mines Act of | boilers working in and around mines in the U.K. Both these Acts have
1911 since been repealed, the former by Factories Act 1961 and the later by

Mines and Quarries Act 1954. / 1911 % &Il HIZE UF o L., H @I 3T

3HE AT TN I AT TH-TIIALN o THIT [FIHT R R0 F@METl T
1 AfAEET 7 ATeT 9 TEg-a1aaT U &l hed ol Uae 1961 g7 3%
T AT U 1911 Fl 4159 U GaTs UFe 1954 T Tiaeriod & w=m)

It may be clearly noted that the various Acts related only to compulsory inspections and
not insurance. However insurance companies have tailored policies to meet the needs

of factory owners by combining insurance and inspection services. / g € ®9 & 3@
T ST TR g T fatee siferfaes sheer srfiam Rdteror & gafea o =i ST & 981 grerifs
FTHT FAEFT 7 AT ST A0 Faret F WA @MW ATl S STELal Hf @ F 6
form arferteraT aaTe)

The developments in Germany regarding inspections were similar to that in the U.K.

and U.S.A. Statutory regulations were enforced as early as 1856 for the construction,
maintenance and revision of steam boilers and pressure vessels. The first Boiler
Inspection Authority (DUV:  German: Dampfkessel Uberwachungsverein English: Boiler
Inspection Authority) was founded in 1866 in Mannheim on the same principles as the
British organization. / [HLT&ToTt & e § ST § g0 faahrg I.F. 3T L.UH. JeTiae =awi &
T o, ST S SN 37T 79 FAT o 0T, TEa@Td i q90re+ & oy 1856 # & fhu
T 2| TgAT AT fAEreqor yrfarEwwer DUV (DUV: STHA: Dampfkessel

achberwachungsverein 3sT: i fAreror yrfersreor) £ TamaaT 1866 # dwgw ¥ fafeer
ST % THT [RIgidl 9¥ #iT T

The Central Association of the Prussian DUV was founded in 1884 and was the
predecessor of the Association of the Technical Inspection Authorities. These
institutions, known under the abbreviation “TUV” ( German: Technischer
Uberwachungsverein, English: Technical Inspection Association) have taken up multiple
inspection tasks not only in Germany but also in many European and Overseas
countries. However, contrary to the tradition in the U.K. and the U.S.A., the German
“TUV” was never associated with any insurance company. / §2 TaIRTeE i e
DUV T IT9T 1884 ¥ g2 °ff i UHITHUL % ol Soqaerd TATES & qaadr o
"TUV" (S/+: Technischer achberwachungsverein, 3l daieht fAreror 59) & a9 3
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ST ST ATl S S€ATH1 F 7 hael STHAT § afodh de AT 3T Farer o § off #2 e
14 forw €1 greit, UK i U.S.A § oioer & faodia, sa "TUV" &1 oft faret fmm soet &

TET T A

In addition to boilers, many other types of machines (such as turbines, electric
generators, motors, pumps, compressors etc. etc.) were invented during the rapid

technological developments that took place towards the end of the 19th century. / I
F T, 19 oY oraTeal & 3iq T F2 37T T i qefiAT (I Taled, TAH ST, HIed, U,
FILTH SAT1Q) T SATTATRIT AT & THATRT [oahTd 6 I galll

More frequent damages were experienced by owners and operators of such machinery

due to novel and prototype design. This lead to a change in the insurance requirements

and by 1920 the Machinery Breakdown Insurance policy came into existence. / 73 3T

Trerersd e & FTeor URT Hefa<T & arferht sfiT sl T SATe TRare e T &
FqAT TohAT IAT AT THH AT ST ITFHAT | TEATT ST 3 1920 TF T sweT3 ST
qiferdY stfEaea & s

The period after the Second World War saw urgent need for development of larger and

more efficient machines and technical installations. Up to the early seventies, technical
developments concentrated mainly on increasing the efficiency of the machines which
could be achieved only by increasing the operating parameters like temperature,
pressure, speed etc. / fBd 1= o I3 & a1 T s7afer § F=T o7 srters gorer qefeT 3w
TeheTehl TSI o Tt il TohTel aedTar AT <Y % TUF o TTLH qF, Tohe 1ol [aehTe
e & & Hefil T 3eqq7 F@T 9% hfad AT, ST had qraqT, 679, T arfs & et

HTIEET T F&Th< 9T BRI ST Jhar o

However, since this increased the vulnerability to accidents and damages, the
manufacturing trend had to be aimed at achieving more reliability than productivity. In
today’s age of advanced technology, many different types of plant and equipment of

complex nature substantially increase the probability of failures and longer periods of

interruption after such failures. / gTetife, THH TereATsH 3T THATT I 99 | 37 & AT,
STATE il TG T ICATEhAT & T FrsaaeI=ar ST Fd T q&F T@AT T2T| 3 il I
eI o6 I H, T AAT-3TT TR o6 GIAT AT SATEA TP 6 STHLUT | FAhearai hr
HATIAT TN TE ST 5 3T T TG il [AHAATAT o AT Aol THT T ThTae 3 1T g

Engineering 1) Need for engineering insurance: Post Independence period has

insurance in seen rapid industrialization in India with ever increasing use of

India machinery for various purposes. Machines reduce human drudgery
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2)

and increase production capacities, while they are potential

sources of damage. / SSHTAITGT SAT T FLIFHAT: TAAAAT o T8 i

Faty § 9 ¥ Bt seet F forw qefi | F 98a SuEneT F a1 9t
H SRR 0T 3@ ATl Heftd J9a IHETH &l FH FLdl g A IcaTad

AT FETAT &, ATk o THATT & 19 d &0d 2|

Though accidents and damages can be minimized by proper care

and maintenance of machinery, it is not possible to eliminate such
accidents altogether. With technological developments achieved by
the country the use of most modern and complex machinery is very

wide in all Indian industries. / T=rf0 "= F ST T@HTT &7

TG § THEATHAl ST THET F FH AT AT FRAT §, AT UHT

ATl T T TLE o THTH FHAT 9 Al g I97 FIT (o3 T Thet 10
o & A7 I AT TR H g9 e o e qefi=d #7

SHAN dgd 44 %|

Economic significance: In addition to the protection against
accidental damage, the insurance of plant, machinery, equipment
etc., during construction/ erection and operation phases has an
important economic significance. It is practically impossible for any
industrial organization to provide enough reserves for replacement
of costly machinery, which may be damaged by an accidental
breakdown. / Y& Wga: sMHfeAs &fd & AT F rerar, Fator /
AT o H=mere =2 F S 91, 9o, SUReor enfe T fiur uw

Hegcaqul ATt "ear &7 off 81 Gt off sfenfe "o F oo wga
T, ST SHRAT e | ATaued g 9%dT g, F 84 & (o0 93a7d
ISt T Red # 7@ T ATEEE €9 F T894 g

Insurance replaces need for providing such capital reserves.
Moreover, insurance provided the required guarantee for the

creditors / banks to extend loan to the industrial organizations. / T8
avg & ot fed wam w2 & foro fmr v sraegswar T g1 THE
AATET, AT T AFG / S0 F FEE G641 F 0T o & oI
AFLTF TN TSI |

Wide ranges of engineering insurance policies are today available

from general insurance companies in India. / TS WRG § ATHTA
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AT FAEAFT F T SSHAAFT AT afferteat i Geqa gaar 3uees
El
3) Development of engineering insurance business in India:

Development of engineering Insurance is of comparatively recent

origin in our country. / ARG ¥ ISOTHATST AT FIETT T HR19:
TSI TaT ST 7 fashTe gATe 397 § 2T &1 § gam 2
.

The New India Assurance Company Ltd. / = =T Tea<a
FgT for:
The New India Assurance Company Ltd. started transacting

engineering insurance on a modest scale in 1953 with the

technical assistance of Munich Reinsurance Company. / v
AT veARe Fudr e F =A@ qaa T SOt it aEwdien]
TEEAT § 1953 § TFH ATl G0 9¥ SSAIRIT STAT H3AT &
E=

The Oriental Fire and General Insurance Company. Ltd.

Around the same time, The Oriental Fire and General
Insurance Company. Ltd. had set up their own engineering
Insurance Department in Bombay under the guidance of one

Mr. Michael Taylor. / T Ueer ®TIT UT FALA T9ATLH FUAT

orftes: SHt #ww, T Aiftucd wAY U S93d 299 Sl
forfaees 7 off grgsar 397 F ATEdH ¥ g9 § UAT SoAaii
FaT FaremT iU R

Syndicate: In the Eastern part of the country a Syndicate of

five Companies viz. the ‘London and Lancashire’, the
‘Concord’, ‘Atlas, ‘Yorkshire’, and ‘British India General’ was
formed in the year 1954 with a view to pool their resources
and expertise and come to a sharing agreement for
transaction of engineering and Allied risks in India. / &<tHe:
I % AT AT H a9 1954 | U= FAHA1, T @ad U dhemaT, T
FIAFIS, UIAH, TIHATAT A Fefeer ear v v fEdie &1

TS g e ARa F SIS FT @1 F % (o0
TS TETYAT AT FFusar #T uEr dqed & forw uw A"
GEEICIRERIR R
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The risks were underwritten by the Syndicate through a

Technical Cell under the supervision of experienced

Engineers. / AIAAT SSITAIT il S@@ § Aol 8 % ATETT H
fifeehe g7 STITEH FT FH FTh S 17 [T AT
Up to 1959 the ‘flag’ office of the Syndicate was the Chief

Office of the ‘London and Lancashire’ in Calcutta, but later on
the headquarters was shifted to Bombay and the Engineering-
in-charge of the Syndicate was stationed in the office of

‘Yorkshire’, Bombay. / <1 & 1959 T ‘@& 3T ARgATIAT &

e g [iewe #1 Reas-Faiad o1, dfhd a8 § Jeaeg
T T FATEIATd 2 AT T s e F Shfaafar yard
TR, TF HIATAT § 1T 03T 3T
Engineering Insurance as practiced in India differs from that in U.K. in
one significant aspect. In U.K. certain types of engineering Insurance
Policies besides offering indemnification in case of accident or

damage, also render an inspection service during currency of the

s

policy. / 9 ® 5r& & Sifaatr &fmr & smar g a8 1.4, 9 &

Ag@qu fo=ar wEar gl UK § & T & SSOaar T arferfaat

AT AT &ATd % ATHA § ATTYIT 6 AATAT qITere T = srarer § Hdreror gar
oty FAT Bl

This enables clients to comply with various statutory requirements,

which make periodical inspection of certain plant and machinery
obligatory. In India, on account of the fact that the inspections
necessary under various enactments are carried out by the
Government Inspectors, the engineering insurance policy provides

only for insurance coverage and not inspection service. / og ATl &l
frs Jamaes smaeTswarsti &1 qTe FXA B G99 G97dr g, S 897 37
HMFET T AFaTd &7 F q9T-a97 92 [0 § qratead grar g1 9 |,
T T % Fr o fateer e w1 sraeas Afero award Fast g
T SITa g, SSTHRar AT aiferd T Fad ST Fas T8 Fdl g 7 6
freqor T

Inspection Service at present rendered by the Insurance in India is by
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way of goodwill gesture only and is not obligatory under an insurance
contract. Such inspections are carried out mainly to assess the risk
from underwriting angle and also to recommend loss minimization and

risk improvement measures. / Ra ¥ ST T Y& $T T F999 §

ALTeT HaT Fad AGIaAT TR § S UF A7 A % dgd A qal
gl =9 Y & M g T § dAT-AEGT g ST & el Hid o o]
FT SITd 8 T THATT &1 FF L qAT ST AT 6 IATIT il #RIer
e & foro ot foro ST 2

End of Sample Pages.




