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LI R TEURCTHANT T CORPORATE OB0TOR

?en@gia

The LIC finsncern the nrivate corporate ondornrisen
by contributing fo %h@ir.ehasaﬂ and dobentures ag well as
providing Pinsneiol socdstense in the fora of Long-tem
and short-term loanc. The proportion of industrial cesuri-
han i the porifoliop off Life insurance couponies in
iﬁ&aﬁtriaily pdvoncell countries of the Weet is much BOTe
higher than whet we mee in our cowntry. MHain raﬁsan of puch
portfolio behaviour is the hicgher vate of roturn nrovided
und ey these socurities in osmparison to governmend ﬁﬂdr
ather approved securitios. Lower rolurn on government and
other approved securities is compensated by the higher yield
on corporante securivies which in tumm meken the iife insu-
ﬁanaﬂ ghaspaP. _

In India, bhowever, the investm@ﬁt»pali@y of the life
insuranee conpanies has been pomewhat ditferent from the
1ife inpurdn in the Western comntries. Thie verisnce in the
investnont poliey might have been du® %o remgong like Aiffew
rence in industrisl growth, stondard of oducniion, soclioe
gconomic confitiong eta. @revnlent'in the gocleties. Prior to
nationelisation of iife Insurance bBusinees in mid fifﬁ@es 2kl
the insursnce companies were wder the private peoctor like
their eounterparte in the western countries. However, the
sitatutory control by the government on tha-investﬁﬁﬁ%
policy of erstwhile insurde was very high. This ip ovident

from the Inmurence Act, 19338. Under various provipions of the
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above Acts; the ingurance cempenies carrying life inauranée
business were directed not to invest more then a certain
percentage of their Life Punde in the gecuritien of the
sorperate sector. Thism, perhaps had been done tn credts eone
fidence in the ninds of puliey»haideva. .

This iz an estabiieched convention and tradition that
tha 1ife inpures invest & aortain peroontape of theoir 1ife
funde in the movernmend securities irrempective of statutory
‘reguirenontp. This tradition is in vogue gince the ingeption
of modern 1ife insurance bueiness throughout the -world,
fuch preferenace for govie seouridties hap iits own sdveninges.
' Government peouritias arse treated svs glli-edped securitics
‘and proned to eamy convertibiiity into oash. The nature of
buginess of iife inpurance deserves gsuch vrefersnce Tor
moetirig their unforseon liabilities which way ocour at any
time. ‘

Right from the beginning of inpursnce buminees in
thig country aven bofore passing Ineuranee hot, 1933, Indian
Cinpureys umaed to inveat wajor poriion of their investible
fundp in the sovernnent seourities. The succees of an inoie
ror in those deye wam to 8 grent exient depended on the
degree of their inveelnoent in Yhe soveramsnt mecuritien,
 Mhis tendenay wags partly due to indirecd government prew
" peure and pavrtly for fear of loming people's aanfi&enca.
Bit one thing smhould be remsmbersd that thas@'were'ﬂﬁya
whon alli the inpursanes @mmpanieé ware Yun by big bBusineas
enterprises in the private meotor. The situstion has couDe

letely chenged einqe Indis goining her independence and
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ppeciadly since m&tﬁen&i&ﬁaﬁiﬁn'éﬁ Life insurance bu@iaé&s
%m‘ﬂgﬁég There is on overall chaage in almost every sector
mf_znéiaﬁ Seonony « Indaﬁtriél produetion has inerensged meny
Yineg, apuaciabie &uﬁrﬂvemon% iwn stanusmd of alducatlon,
higher grnw&h in natiaﬂai and per eaﬂi%m ineam@, mam&oth
growth in the number of faatewiﬁn and 4nﬂuwtri@ﬁ, Q&pi*&l
neriet decoming mare’mrganiagd and 2o on. In light of the
&hsve_davéiapmgn$ anéiaﬁ&ngee, %h@ye im almnat”na chanpe iﬁ
the invaﬁéﬁent péliay of tha LIC in r@sﬁ@at of e@r@gvaﬁe
seetor. @here ig no dearth of corpornte & a@au@iﬁieﬂ wbieh
zay be regarded s 4nfariar ‘o @nvaxnaenb seaur&ﬁlea hoth
from the gsimte of view of pra*i%ahi&ity as wali o sai&ty.
Return on puch corporate securities is mueh more higher than
that mf gavarnm&ﬂt seauwities. ésu@h inverﬁm@nt yaliey of %he
sprporation does not stond on %h@ ord teria of 'business
Principlen® ap provided in the Eifé Insurance of ia&ia Aeé,
1956 . _ _

The present inv@at&@nt policy of *h@ LIC has naﬁhimg
ta da with ‘g0 cnlied 'bna,naar principlen®. &etw&llv the £
funds of niliions of cuell savers are h&&ﬂ& placed 0% the
ﬁim@aa&l‘af the gavernman% we&r aftér ve&? Yo hé utiliped by'
the laher g they wighe: @a}.inr into mnaiéer@ﬁmn thie J.rme-
ﬂideﬁ iﬂ?@ﬁ»ﬂ&nﬁ poiley Whieh ileas w seerSQh& intereﬁt nf |
t%e eavers and the wore the ﬁavevnmenﬁ'a. int@raat, sone of
the laaéing euanomiata &nve exvremaaa their ayininns thet the
vast fumé@ at *h@ disposal a? the Lxﬂ im "an &ﬂéi@iama& source

@frfin&naing the Pive Yanr Plans by the Govi. of India”1.

1. Tpiinsbe Committes Report (134) 1960,61.sDe56
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gome of the advoontes of so-oeiled socimlimiic pattern of
maﬁieﬁy'haﬂ pgona to fTurther ex%@ai that the entire fundg of
the LIG should be brousht wnder dirveat amnitvel of the govi.
g0 an bo feeilitate oven largedr inveatmaa% A g@vnrmm&nt
sacurlities.

If zny singlo ineldent ip responsible for the gr&@éﬁt
inveptnent polioy then it in *Pumihn Upigode® whioch compsliled
the gsovernment to nake ﬁh& atatulory contrel much nore harder
insbend of liberlising it, NMundhre Fpimode roliged $the suspie
elon in the windp of the repple th&%_haw far‘%hﬁir invente
mente wng pafe. The goveramend came to reslise that how invente
nent of XXd's funda in corvporate goctor meouritien eould b

successfully udllined townrds distribuding favour,

Ei@’a»invag%aent in privais sector corporate secuw
ritieo includes invesitment in equity chares, preference
ghares and debonturen. Thepe securddics do not dnclude the
anount advenced by the Corporation as lang.'meaiam and chort
term losns. During the firet decnde of oporntion (1957-66),
the @arpﬂfatignh“&@eanﬁﬂ'was on buying equlty shawes. This
i@ indicated dy the tga% %hat such sheres aggregating
Ese 84,1 eorores, aecaun%&ﬁ for almont twomthirdm of ity
total rocurities purchasges. The nel annual adéivion o equity
holdinge averafed Re. Iy, orores per anaun for this period,

4 related purchases served %o limit the ‘deptabilising®

effect of suiden £alls in stock pwiaas"’ |

1. Gupia, Ldles Changing Ntrusture of anuatri&l Winanee, @
London, Oxford University Press, 1969, Guoted by H.Y.Zhan,

Induptrial Pinsnce, Tate Mebraw Hill Pubiiehing Company
.g.tt&Q’ 1352' I}O 5.

|
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However, afier 1965-66 the net annuel aﬂ&itiam>ﬁﬂ itse
aquity portfolie isp characterised by ghaﬁp £all =mo that 1t
represented as low as 1/3rd. of the level of preceeling
p&rﬁeﬁ. Thus, the decline in LIC's vortfoiio of corporate
geecurities has heen mainly in r@gpec% of purchapes of equity
shares. Its operations in this mphere in the post 1966
period, therefore, do not seem. to be oriented to lending
ﬂt@bility to the shave market wﬂ?ﬁingﬁaff violet fluctuations
t pqxtxeulanlw duving downvard pnwaea1. ’

Qne would have thought that the ripe of po&erful
invesinent inotitution of the sime of LIC would have Aise
eipiina@ the share market and make it more investunent
sriented. ?ﬁa exporience, however, indicstes that the
present investm&nt‘atrua%ure is in effeotive from this view
point. It peenn that monolithice institutisn with highly
centralized invesiment wenagenent is %09 burenucratic o
engege in active management of investnent portfaliea;

The aggrepste amount outetending in corporste 28 cu~
rities ag on Z1st.March, 1976 wap Roe 25560 croves which
went uﬁﬁai Ree 738,60 erores as on 31etgﬁareh,1986. The
average anmual in terms of abpolute amount ﬂgring the éame
period amounted to about Re. 31 erores. The inveptment in

corporate securities during the decnde enling 31nt.liarch, 1976

A

1. Xhan, M.Ve, Opeocit, qguoting ﬁiﬁﬁh, P(Mroe), "Hife Insu- A\
’r/—\\___,_,_——\

rance Corpn. and the Cepital Market in India”, Unpublished
Phed. thaslﬁ,?nivefgity of Ealhig 1979, pelife

o. Gupta, LeCs, Rotes of Return on FBouities - The. Indian
Experienae, Oxford Imiversity Press, Bombay,1931,0.140,

0o
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romeined at ‘the 1aweﬁt ievel in ca&yarisan ﬁs pre@eeﬁimg &ﬂﬁ
‘ﬁuceeeﬁing a@eam@ﬂ. Ai%&auﬁh the averaga annuﬂl inv&@tw@nt
durinz the pordsd mdar r&view ham anerﬂane& mmra $han faf;
tines in comparivon to the saammﬂ éeeaﬁe (fr@m Noe ?.2@ |
eroras to Roe 31 crores), the yercant&ya of #@t&i znvaﬁtmant.
in the corporate peouritien %@ total Life Funé, ts%ai aametm
aﬁﬁ o %ol investnent has shown & varv sh&rp dea&ine sﬁﬂﬂe
the ineeption of mh@ Gorporantisn. |
. %his roverse trond imn the imvastm@nf of aa“y@rn%@
segurities nay he itlustrated am ¢ - averasze anﬂzﬂL
invectnent in ﬁﬁe @ﬁrnﬁré%a'ﬁacuritiaﬂ éuring'%%w firaﬁv
doende Porded 17.0 narﬁ@nt of %he Life Funds . 15,% poraent
of tothl asegeiy and ??,d percend 5f‘ﬁﬁ@ total imvos@w@aﬁg,
Hhe aarresyandzng ~igur¢é-iar ﬁke sooont dooate (?@6b~76)
BT w 10.8 percent, 10.2 p%raen%, ané 12,7 gewaaﬁ% (&@nﬁ.).
The garaﬁgﬁaga’@f t0ted invesine % iﬂ aﬂrp‘raﬁa ﬂ@@uﬁitiaa
%0 Life ?mm&a;'*a%al atugets ﬁnﬂ total invagﬁmﬁnhm af the
ﬂarpak&%ﬁen rﬁﬁéiﬂﬁﬁ.ﬁh?%n 5,45 and 5.9 respectively for
the third decnde. ‘ S )
Thua, ¢he' g @r@@nﬁ& @Edf iﬁ?ﬁétméﬁﬁ'in ééwpéra%e'ﬂaé&—
‘ritien has dx mgﬁﬁh&ﬁav pone down yeaw @?aer‘yéaﬁ. The inoe
yrange in abrolubte amount ovedy rears pesns to be the rapull
of maseive enhancsmend in the Uorporation’s incspe,. Ghare
of covporats s@auﬂixass &ﬂ the yﬂrﬁfoxiﬁ nf the LIC $nveste
m@ng reéiﬁt@rea & aa@liua of about’ 3?.6 nerranﬁ &avﬁnﬁ the
deende under review. Phe trend of dealine which hag baan
" unchedked, asne@.sa‘.iy z:i_mm 1%6 @a‘mmﬂ aontinued uz:'ba |

1975=76+ The n@@amnuaga of c&“@&rﬁ%@ ﬁﬁOﬁ“iﬁieE fnrmaa
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about 19 pera@n% of the ?@%&l ﬂifa Fund ae on ﬁ?sﬁ.ﬁar@h,19m6
~ which came down %o 7.6 poercent se on 3lst.liarch,1976. The
artfelia u@hnv Loar 0£ %ha ﬂfﬁ-ﬁﬂéﬁaﬁﬁea that invegitnent in
corporate raaur%téeﬂ have heen below %h@ already low s%an
tulory provisions of 108 of the totel investible funfm. % On
the other hand, invertwenis in government and other spproved
securiticr have slwayn excecded the sitatutory limlte, LIO's
invegﬁm@ﬁtﬁ in a&rpar@ta‘ﬁaguéi%iaa for the remrn 1§?6-@ﬁ

has heen mhﬁwn-in Tabie TIiT.1l.

,g Vﬁiﬁ of luvwgtm@nt@ ia foroorats Hooton

After exanining %he voluwme and trend »f€ overall invent
nents in the coﬁpgr&te @@atax,:wm pay now Anoliyae tha CODDOw
a&%i@ﬁ, net annuni &ﬁaw@as@, purdhaﬂ@ﬁ in Enéia and abroad
etQQ | | |

ok Iuﬂ?@ﬁﬁ@ in Lorporate fecuritiog

CFiret of glil let as comnare the ned increnne in iotal
invenituent and net inmcrenpe in the invertnend of . corporate
meouridlen during the deeade under Foeview. I% ia obhasrved
thet there hos beon napsive growth in the %ciel invesiments
af %h& ﬁmﬁy@wa%igag the wvolune of investnent nAcgggéw@inﬂ
yesr mfbter ryear szaspd iu 197679 when the incrense was not
ot pay with other seurs. The sanuel sverage of net inereane
in the toitel invesinonte stood ot aboul Re. 750 orores. On
the othow hend, She &nnﬁml.rat@ of et inereage in the
éﬁrparé%@ gecurities was @ﬂly Reg. 31 erores. The trond in

pereentage of net increasge in the corpormte meeus ian to net



FADLE  VIIY o
LIe &E?V’%Wﬁ"m‘mﬁ flé _ bﬁﬁ?ﬁ%ﬁ‘fﬁ- PROURIRY 10

vear us on Anspunt  Pevooniage tn % fo totel £ to

%tet.garch {(Rs. oroves) Life Pumd Aneetn tatal
R Invente

_ " nents

ity 23 (%) {4) {5

.““u““MMMMMMMW”MMMMM”M““MMMM”MM“

1976 255 460 7.4 70 Bk
977 27470 8.0 6 7.
1978 288,80 6.4 . 61 62
1979 . 296,70 . :  .§.3 | 548 o :6‘3
19me T80 0 G BY 540
1981 380 49 A6 5
1932 360410 : , “a AT s
1983 396460 ':' 46 48 5
hyﬂgafi | 466.80 151 : 4.8 ﬂ AT T g
1985 56650 ;' Csa se 5.7
1986 7IED 56 58 GO

-m'-v-i.nlum..uuwmwlm:uth«ﬁ-wwnm'mvwwummmmwmmmm
Source:t Compiled snd ocoupised fromw LIC'ae .

sannal Keports and Accounts.
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}inaﬁeaﬂe 4& the total investments showed a dowmwerd trend
uurinp the’ firab aix vaa?a of ?he ﬁ%&ﬁv perimé, coming aaﬁm
frﬂm 6.& yereenﬁ iﬂ the yeaz 1975-?? %0 ap low an to 2. 0
Qeruent 1a th@ year 98@~81. Whereﬂfﬁar. hawaver, in %he
reme imimf vears the wareent& !ﬁ“ inmwaasaﬁ to 11.@. The |
eamnnrative nﬂt aﬂanwa in the totald inVQﬁﬁmen*m as W@li as‘
in the awrpm*at@ ﬂ@anvxﬁiem haa b@@n amihibi ted in Table
VIEZ.Q.

snvestaent in Corporate Weourdities in Indda fnd Ouleide of
Cdndis _
The pajor invepriments in the corporste mecurliissm is

CQone within India. Althourh, the asrpora xbilon hind been invep

- $ag 34r Punds dn the gsourddien of the sorporate neetor

ﬁﬂﬁﬁi@ﬁﬂxnﬁia,_ﬁﬁ%r?@lﬁﬁE‘Qx maeh inventnen't hed been vavv
negiigibie and inslmifionnt,. Qhe_%y@ﬁé.inﬁicapﬁsttgat
LIY iw not interested in investing its funds in the covpow

- rate gecurifles outalde of India. On the eontravy, the LIC
in aiayeaing,sff_;%g_hmlﬂivm of such vorporate mecuriiies.

\ ?he,g&rg@ntag@ of corporate cecurities inveated outeide of
Indle wap as low ap 0.7 percent of the total corvornie
gecurities in the year 1975=T76. 1% ceme down aimost to zero
@éra@n%~&s at 3Msl.lMare 5.1966. W0 s lnvestuentd in sorporanie

ﬁacur* ties in Indie and abroad hem heen shown in Table VIIiI.J.

ggamitimn of Corporate Securitien

S s T o AR It

ﬁﬂ axrﬁady ginted the LYC's invesinent in oorporate
@@ﬁumixaam inmluﬁe nr&f@g@um@ and agu&tv phares and deben-
bhf@ﬁ of %he jﬁiﬁb stwﬁk sompanion. I3 ig obperved thab

investnent in vreference shares showed a continuous downward
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“mtmam Showing Het 6&1'&2&:"&9 iw’ :x:.wwtﬂmntm of @am@mﬁa

fzeeuﬁ tiens

e Gee ma B DR e ew i M. Al s G e Gt wa m W Rt R B W 8 K% e s e @ e b

S ! Het incrasse ' Het Inavesse! Pevgentoge of
) "?“”’R? g in znveammta " :m e‘mﬁ'gmm\m - oeluwn 3% 2

B ¢ (’%@. mr&m) ' poguritioes 1 "fﬁf*’}' |

+ ,_,(Ra.@mrag)

IS W - i
997576 3M4.18 25, 840
197677 330463 T W 640
197778 61428 . 14 22 -
197079 L T X S
197950  To0.00 R
1980-01  732.84 1820 2.
198182 Cars.es 0 m000 a7
1982-9% . B4046C 0 BBe2 . 3.9
1957-84 102266 70.2 . 69
199485 1096462 99.7 %1
1985.86  1,460.12 1724 . 1.8

;%m.mﬁ: . . .
| =ﬁaagsﬁ{e& andl computed from

nI0ts Annuel Reporse ad
 hacountl 197576 through 1985.56.



fiatencnt Showing Corporete fegurities of LIOC

Investod in Indis and Outside of India.
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Yenr

Invested in
Indim {Rma

aroroen)

Invoesel oute

Total

pide of Indis {Re«

{&m. croves)

srores)

. Parcantage
of colupn B
to é‘i
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(1)

{2)

(3}

(4}

(s}

197576
1976=17

197778

197879
197980

198681
 1551=52
198283

198754

190489

198596

253 .84
2T74.33
287 «60

’agﬁ,ﬁﬁ

314033 .

528,72

‘ 333-31

46528
564,42

0.43

(et

- 0.40

Qe37
Ge22
€15
0«08

255466
274,76
| 288 .06
295.97
314,76
329,12
359 .62

| 395.43

465443

0.2
T
0,16
G415
G4
0e12
é.é@‘
2e06
0603
G0

DeliT

 rource: Oouwpiiled and Computed from LIC's Annuml
Raports 197576 to 1985-06.
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trend during the entire study perviod. It canedown fron .
Ree 4070 crores in the yeur 1UTS-T6 $to Kso. 29.41 erores
in the year 1984.85. The investnent in equity ehares rose
but at 8 very lew'paaa_in comparipon o incerenge in the
in%al invesiment in aaéﬁarate maﬂuriﬁiaﬁ. However, invente
ment in debensures incerenced from o. 63.94 crorea in the
venr 197576 to Re. 448.77 orares in the year 195%5-86. The
broakeup of corpornie pecurities held by the earpnratinh
hap been sghovm in Tabie VIXY.4.

An analysia of coaposition of iJ¢'a invesiments in the
sorporate meourities, in iterms of norgeniasges, indiontes,
goue interesting trende. The LIC'e invesimente in aquitiee
have shown a charp decline duvding ocur periocdy rotis of équiﬁy
stinren to total Invepinent in dorporaie m gecuridies deolinedd
from 57.0 percent in 197576 %o 5.0 percent in the yesr
19848,

The perceniage of invegiments in preference shares to
$otal mérporate investoent aieo €ell down drastienlly from
16.6 poercent in 3he yeur 1975=76 %o & mere 3.9 percent in
the yeny 198586, This indicnien wnguitability of prererence
shares im the investnent porifolio of the L,IC,

on the othey hand, inveptment in debentures of the
coupanies exhibited a tremendous upwam@ ﬁmmaenay during the
entire period. Thig component of indusimisl =zeouriiies
incweaeeﬁ by abvout € Simen during thie period. The rﬂtio of
invesigont in debentures to itotal invectment in corvornte
gecurities wos 26.2 percent in the vear 197976 which Jjunped
upfo 64,1 percent in the yesy 19?5-96. Tanveatnent in dobone
iturens showed en appreciation of mbout 130 nperecent vheorens

ratio of invesinendt in eguily and preference shares together,
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» ﬁtatament Showing The @omp@@itﬁ@ﬁ af u@rparate aeauriﬁiaa
Haid by LIC. '

Year ag .ﬁquiﬁy ahnra .,ﬁrafaranae ﬁebentuxas Total B
on 3tate (Re.ovorem)  shares  {na,croves) (Re.ororen)
‘fmreke - - . (Re.erores) o L

cf) Ca} o e4>'7 5).

,1975ﬁ 7 u14?.1s~ o §&.7a - 53.94 244,75
1977 4890 41.49 N 6390 ggé.as
1998 - 150443 f ,;QQaa -  ,#7;51 26774
1979 - 157.45 40,58 ,'9¢;96 éss.as
1980 . 17122 43.40 gést »,513.49
198t 9.8 43,30 104,85 327.76
1982 w27 39.3% ,'1§f;?3 w12.30
‘ 19é3. 19%.27 . 3739 5a§;¢4 415,70
1984 . 202447 32410 :254.ie 488,37
. 1988 - 212.27 29,41 365w05 ~6;36;73
t986 2eB.21 27456 "44&.?7~ 69954

Sources Coupiled snd computed from (1) LIC'm Annuel Roportds
197576 throuzh 1985=586.
{(ii} Ineursnece yeary Bonk, 1974=31, Covt. of India.
Hew Deihi, 19673, :



Trends in composition of corporate securities held by LIC.

As on 31st March, 1976 As on 31st March, 1985

PREF.
SHARES

( Fig. VIII-1.)
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doalined by 46 percent during thée perisd. The trend of inveat-
nent in prefersnae shares indicsten that the LIC has atopped
its freeh investnent in such senurities and ip disposing off
exipting peouriiies in i1ts vortfolio either being redeened by

' 4he oconpanies concsrned or ostherwise. Malking an obhoervation

on the inventuent polioy of the LIB, ¢he Iadustrial Licensing
Polioy Inquivy tommittee (19€7) snid "We do not mee any spe-
oinl merit in the invesimeni inetitutionse such as  the LIC

¥ gotting involved in the grant of term loane to ﬁnﬁuatries..
It ip appropriate that $theos ineiiitutions should confine thowe
pelven in thie fi@ld’t@ the Tunelion of undsrwriting and
in?eaﬁiné in shares and debeniures  of privave gector and
joint sector inﬂuatry"1.

It iz obnerved that over ssphasis on debenturss of joind
gtook companies by the LI might be due %o two rensons. Pk,
impmaitién of statutory resirictions on the rate of dividend
reduced the rate of dividend and the companies couid not
declare dividend over a certain percentage. Socondly, $n avoid
the compliontiong of dirset econtyol in the investee companies,
the LIC hae decided o invent lesms amount in equity snd pre~
ference sharee and pore in debentures and tem lLoans of the
aomprnien. This changing drend has been summed up by a
learned author as FTollowste |
eLICYe investnonts am reflsected in the fresh mecuriiy purchare
as well as corporsie ghaveholdinpge are oharacterised by &

decling in recent venrs signifying o varked chifé in itw

1e As quoted in commitieen and comnissions in Indie, Vol.
VIII! Be 12¢o



252

capl tal parked aatﬁvi%ﬁﬁﬁ, with & notable fall in ite  Presh
parchases of securities af ugrpmr%te @ntwrprﬁs@ﬂ. pqrtﬁeu¢arlv
equitie3,i%a operation alﬁa Ao longer s Se&n& o b@ ﬁeard
‘tm l?ﬂdiﬂﬁ ﬁt&bili%u o0 the manari%*@a mnr&a%“1 -

| Phe different componente of corporaite seourities,

as gare@n%@gag'@f‘ﬁatai invesitment is in sorporate mecnrie

tiﬁg'hﬁva‘be&n ghmwn‘i' Sabla v??I.ﬁ.

Z@nﬁlﬂﬁaﬁﬁyzbyﬁion_@f}ég?ﬁﬂrn?@ “am urition

The Zoneewvipe di gﬁribuﬁiﬂn 2% sorporate pecuviities.
indicaten thad the share of Yegtern sone has been alwaye
she hishest (renging botween 36.2% enb. 61,5%), throususul
Qur review poriods The higheat poreentage was in The yeay
1985865 (6157 )» The second lergest invemtment hes boen in
the Baptern zone whioh ranged botween 420 and 305 of the
Total corporaie ﬂauuyiﬁiaﬁ during the same period. Thus, the
A%wn gones taken %@rawh@r account for a major BE chunk of
the investment; 1% varied betwoen T2.20 and 797 of the total
‘im#gstmenﬁﬁ, The wepalning three zones shaved ieso thon 300
af the iﬂv@ﬂtnanﬁ

It ie ivondieal %hoev %h@ ﬁgr%h@rn sone ropresanting
the hig&@wt population »f all the gonesy onuld attract the
lenn® prgyar@ion of inve@tg@nt. Por instence, idp sﬁaé@ in
%ﬁ@ to%ai invostuents wag oniy around 4.5% throughout the
,%@viaw poriot. The othor n@gl@ctgd gane.hag been the ﬂentr@lj
where the percenianse of inveetunent variﬂ&'batgega 5edtt and
Be: of the %ét@l investments in charesm and égbgﬁtureslaf

publiec &imi%ea aonpaniene

e Khan, He¥esp Indussr;nl ?inanm@, Tato ﬁe&r&w hi&i “uh&i»
ghing 6. Lid., Bombay, 1982, p. 30.
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Statement Showing Tho Componenta of Corpnrote Heeuritien
ap Ratior of Totsi Corporate Uscurities,. '

Year Bquisfy phevren Preforence  Debenturos Totial
() shaves (£ (%) (%)

(1) t2) (%) (2) {5)

197576 572 16.6 2642 16040
1976=77 563 5.7 28.0 100.0
1977-78 5642 14,9 2849 1000
197975 54.5 4.0 31.5 400e0
1979-60 54,6 . 13.8 Bt 1000
1980-81 548 S Ms.2 . 3200 10040

 1981.82 4B De6 o 40T 10040

 1992-93 465 . 9B 445 10040
1983-04 414 6.6 520 10040
1904m85 8540 o 4.8 602 100.0
4985-86° 39 B89 64.t 10040

fource: ‘ﬁﬁﬂ}?ﬂt‘ﬁil fron (1) LIC*Y Annual Reports
| 1975-76 tbrough 1985-86
- {44} mmumw goar ‘féga!é.' 197481,
Govt. of Indic, Wew Della, 198%.
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Thoe foutherm oone aroedi ted uiﬁh the highent life
businees contribution accounts for enly 15% af corporate
investnonta. The sSone-wime digiribution of carporate secuw
rities for the year 197576 to 1955-36 has been shown in
Pabie VIIT.6.

Thourh the LIC hae often heen'ehargeﬂ of rerionnl
&ﬂserimin vtion, the charge iz not thoroughly bagelesp; bime
for the vegion iocating the hendquarters is netursl, though
no% aiways justifiabie. Another wa equally true resson for
resional disparity lies in inck of inveptible opportunities

dn the wnderedeveloped repiong.

o te-wige @igt?ihgﬁi@n 9f fCorvorate Eauurities

The state-winme diﬁtriuuvlan of sorporate seauritisa

shows that on 31. 3.76 ‘amat 77 percent of the tst&l investe
mente in the agrpargﬁe pecurivies is cornered hy the four
é%atem ﬁig., Hoharastra (28445}, West Bengeld (282.5%), Bihor
(12445) and Temil Madu (7.3%) and the rest 23 percent of
dnvestneniec were ehared by the renaining 22 states and union
tavritnr#as. A a@gaﬁe later, the Fﬁﬁ?@ n waharmetra 190
r@nﬁ@& from 28, 4 peresn% %o 32, 4 nera@nt wnersaa the share
og West Hangad degraaaa&,frnm 2845 peraent tp 1840 perceant
during thé same pariod. | o }

, | in temma‘ﬂf abgolute aﬁauﬂt'thehéhareﬁ of Maharasira
'and wesﬁ‘ﬁeﬂgal. two induetgialieea stataé. were alnost equal
,(Rm. ?2.52‘araygs, and Aoe 7296 orores raapegtiéely} as on
Biﬂt.ﬁeeémbﬂr,?B?é. Whereas the csrresﬁonding f#ﬂurs for the
| @iﬁ%as of Mﬁhgr&é?g& &nﬂ-W@a% Rengal stood at Re. 195424

eroren and 113.9% corores vespeotively ap on Z1st.March,1986.



Stxtewont haﬁ&ng &Qnﬁhwﬁﬂ@ ﬁis%ribu%ign of ﬂer@s@w%a waawri%iem {Re.incroree)

mwmwmwmmmwmmmmmm&mmﬂmwmuwmmmmnhnﬂmmmumuﬁ-(v-nwnw-n

1?
Year a2z ¢ Jenirsl 5@n&’ Baslern @one , Horihesn BORO ' Bouthers Bone Tlestern Zone ¢ Total
on Hareh’ o . - e

e Ak WM AR

L J

- : t ' A - € O . ,'
318%. o e ‘ P ‘ S *
L PN £ NS - W 4.2.......,...,...,.653 ORI - W S
1975=76 12,92 (5.4} - 109.38 {42.8)  6.97 (2.7) 3376 (13.2) . 93.53(35.2) 255,61
1976=T7 15,83 {5.0) 112,46 {40.3)  5.64 (3.2) 39.07014.2) 0 100.92(36.2) 274.72
197978 1563 (5.4} 112.36 {38.3)  11.35(3.97 4291 (149} 106.52{3%6.9) 288.81
1575=79 17489 {5.9) 109.56 {36.9} 11.49 (3.9) 42,23 {14.2) 112.91 {32.,1) 296.68
1979-80 2912 (8.7 - 111.35 {35.4) 11,98 (5.8} 48.28 (sa.s%} 122.01 (38.8) 314.74
198@-8% 21 oa'? (6-5} 11655&3 (Sgo‘%} ‘!3¢13 (4.$} 49&75 {’qoﬁ) : 127-??(35-9) 32’901@
1989=82 23452 {6.5) 124.52 {34.58) = 17.35 {48}  5%.4% (14,3 14%.47 (35.8) 360.35
1982483 22482 {5.8) 137.93 {34.8)  17.94 (4.5) 5734 (14,53  160.29(40.4)  396.32
195354 = 36495 (7.9) 149.70 (32.3)  19.92 (4.3) 52,58 (13.3)  197.10(42.4) 466425
195483 46049 (5.2} 168.83 {29.8) 2706 (48} 8353 {14.8)  260.10(42.4) 566401
1525-86 584 14 (4@@} 1@2.09&:5,?} ?5.49 (5.?;“ "146.37’{?2.2) T30.06{67.5) 12@9.95

: | ﬂauraa: Goapxlea &ﬁ& Qaaﬂateé frmm w@“'ﬁ ﬂﬁﬁuml m&nar%a antt | neaknta Lo %ﬁa
reara 1975-76 to 1585-06,
. Hote: ”igares in bﬂgcke@a indionte psreantaga o tntgl.

er g
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dbyyaraﬁm investnent in Guirat ond PTasil Hedu registeved an
appraciation during the pericld vhewsmm Dihar's share siumped
from ﬂé.é percent in 1&?6 3 Te5 porcent in the yeny 1986.
Hotwlthetanding, that thoe LIO ie tvying Yo maintein regional
baiance in idp inveptnent polilcoy in comparison o sther
Fationel Pinanoial Enaﬁitmﬁinwa. vet the praesent invem@m@nt
pattern is Ro% free from the biag in ﬁaVQu“ of industrislly
, éQVﬁ;apﬂd atates. Apong thm 1nﬁu@ﬁria&i$@ﬁ states again, =some
mre more favouviueﬁ then vh@ a%h@?s. fuch ?GL&@ifﬁ nive ri

t@ remionﬁ& imﬁalﬁnca in %he irﬁmﬂtrial ﬁavelanm%nﬁ of %ha
'caantrv &P a wha&a. of Gﬂﬂ??&. the invnstﬂ@ni policy nf the
‘Lmﬁ. in rmwpaﬂt @f uqvpa%&%ﬁ saeuraﬁieﬂ iﬁ par%lv inﬂluﬁﬂcﬁd
by avai&abi¢i$w of be*ier secur i%é@s an@ paytly vhe to nremium
inﬂama fTO§ e ﬂ%ﬁ%@ﬂ aﬂu reriﬁnm. 7n thﬁ Lat»er onas, tbe

phare of ?ami; Hadu and rﬂuzharn wona is Leas inﬂﬂmﬂgri zon o

%ha bu&ln@ma afferga by thiﬁ r@ﬁiﬁm. ?ven aft@r 30 veqws of
Jﬂaﬁmona&agatiea regieﬁguiﬁparitias 3rev&31 1n rla img fﬂrm.
‘ﬁ roiical reg&ana& Giversifiontion in tha invaatm@at nnliev
| 'of tfm .Li.{f" is urgendly am.s.mi *f'ar. "‘he ntsa‘tm-wiae t’i:’asztrﬁ..
?m*t:ion in Gomomv.@ s@ew?’-ﬁ'ﬁi @s f@r ﬂm par’éa@ mmmr roviaw

han baen aba m in FabLe ?EII97.

In&'atrv—wi,@“vaaﬁtmant'

Zhe induntry-wise invesinenis of the LIT howe ﬁ@%
shown any. b&sﬂc @hdﬁﬁ@ sinece itp ino epﬁfan ﬁxaayt that in the
voginning s@muritw@s of amnzan xavtiLFg &péuatwi@r Oﬂﬂupi@ﬁ
the Yirst position uﬁ@r&aa in miénsiztias ﬁ“ﬁdﬁiﬁA&ﬁ ﬂ&
| enﬁimemrsz iﬁﬁaﬁtﬁy ghowed 1ts wredamiQWﬁﬁ ﬁaﬁiﬁinn. The

@@mana an@ $hird @naitians were occunied by the geouritien of



- - " TABLE VIiI. 7
statoment Showing The Htate-wipme Dietribution of corpomto (8took onhengo)

h Securities. As on 31st. March. ; (Percentage) ‘
'5{“:,70;; I "__"."‘"'-"'.',"""."_""‘."‘“"‘."-*‘"'.‘"""."""‘.""“:'f‘:"
"1975-' 1976- * 1977~ ' 1978-' 1979~ ' 1980= ' 1981~ ' 1982~ ' 1983%- ' 1984- , 1985~
e 16 DITT G AO78 P17 (1980 M98l p1%ez (W83 BA L85 %S

(1) (@ () ) (5 (6) (M) (8)  (9) (10) (1) (12)
1. Andhra Pr. 1.5« 2.07 2.5 2.8 2,8 3.4 3. 30 3.0 2.6 2,0
- 2. Assam . 0s6 . 0.43 0.3 -0.3 S0.3 043 C 0.2 0.2 0.2 - 0.2 0.1
3. Bihar . 12,4 11.69  11.1 12,6 119 11,8 10,8 10.6 10,0 9.9 745
4, Delbhi - 1.5 131 2.0 1.9 1.8 1.8 12,0 1.7 1.4 1.6 7.7
5. Goa 0.3 0,27 0.3 0.8 047 © 0.7 07 046 0.8 0.8 0.6

6. Gujrat Te6 830 8.3 B4 - 8.5 8.8 941 944 9.6 9.2 10.4
7. Haryans 0.2, 0422 0.2 043 0.2 0.3 - 0,3 0.4 0.3 0.3 0.2
8. Hiwa.Pradesh 0.1  0.07 .- 041  0et . 0.1  Ou1 T 0e1 0.t 0.1 0et . 0ot
9. J & Kashair « - o e - - - - - - 04,0
10, Earnataka ~.2.7 2.72 - 3.2 3.4 3.6 3.1 248 2.6 2.3 2.2 7.7
11. Kerala 1.7 247 2. 2.2 2,2 241 2,0 2.0 447 L s T3
12, M.Pradesh 1.7 1.56 2.1 - 2.1 C2,0° 1,9 1.7 14 . 43 4.0 - 4.6
13, Manipur et - - = - - L e - - 8.0

"14. Maharashtra 28.4 28.10 28,3 28.,9. 29,5 . 29,3 30.1 31,0 ©31.8 32.4 . 26.4
15, Meghslaya . = 0.0 0.0 0.0 0.0. 0.0 . 0.0 0.0 0.0 0.0 0,0
16. Oriesa 1.2 1.45 1.4 1,3 1,5 1.4 1.7 1.8 16 1.7 1.6
17. Pondichery - - 0.01 0.0 ~ 0.0 ' 0.0 0.0 0.0, 0.0 0.0 0.0 - 040
. 18. Punjad 0.2 0.23 0.4 0.4 0.4 0.5 0.7 . .0.8 -~ 0B - 0.8 047
19, Rajasthan 0.7 1.29 1.3 1.3 13 1.3 1.7 1.6 - - 1.7 2.0 1.5
20, Teail Fadu 7.3  7.24 Tt 6.9 6.7 6.4 6.4 To1 604 8.4 8.9
21, Uttar Pr. 3.5 3.48 3.3 3.8 447 4.8 4.8 4.4 3.6 4.3 3.3

22, west Bengal 28,5 27.32 2642 22,6 . 21.7 21,9 21,9 "22.5 20,4 18.0 f|5.4

Total = : . ‘
(Re.Crores) 255.58 274.59 288,83 296470 315,02 329512 360435 396.62  466.75 566.54 738.58

Source, 3 Annual Reports of the LIC from 1976 through 1986

LSc
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cot*gn textiien and ironestoeel indusiries ramp&cﬁively.ﬁhere
haq baon nod cshange in their relative position during the
review period. Aven the popiidion of other indusmiries fincnced
by the LIT remalned wore or lesp the pame during study perdiol.
Indusiry-wine bresk-up of invenboents for %he year 1975=7¢

to 198586 has been shown in Pahle TIIY.R.

Inventsents in Iaxes croups of Industrial Undertekincs

, The inveotpent pattern of the LIC ir compsnies rogis-
tered under Feetion 26 of the lonepolies and Restrictive Traié
Practices Aot indicaten thad majé? portion of the Gérpnzaa
tion's investawents are phared hy these groups and pingle
éominant undertakingm. Out of totel invaat&entm (inaluﬁing
loanpg) o7 Rie 311.?0 eroren nutmt&nﬂina ag on Jlet.liarch,
1976, tie chere ox of thope indusirinl mimnis wan R0 191,658
arorem, 61.5 nercent »f the tntsl investments ik the private
sootor. The trend of LIC's invaq?men%m in thone big indunte
vial houmea ¥ han shown & gsradusl inorenmse-both in terme of
smount an well as percenisge. For instanes, bthe invesitmont in
abgolute Teras in thene buminess housen hag incrensed about
e times during he veors under veview and, in %owme of
pefcemtagé to Yotel invesimenig in the privaite gsaéar; it
has inoressed from 61.5 pereent in 197%-76 $o 8@.?6'peraéﬂt
“in the year 198586, Thé average spnual insrense in the year
quantum of invepinend during the decnde war about RE.46 ororep,
 @h@ mharﬂ 0f HellaTa® ihﬂum%riﬂL unBariekings hap declined
“Prom 3RS porceni of the %atal invesiment in the private’

sector in 197576 to 19.84 percent in the yenr 1985«86.



TABLE VIII.8
Statenent Showing The Industry-wise Distribution of Corporate Securities

(in percentage). As on 31st. March.
———————— -'---_‘—_"-"'"__-'——_'—___;__"_.;'-‘!_—'—_._—'—-'—_—-‘-___'——__-
Industry ' 1975- v 1976~"' 1977~ , 1978—, 1979~ 1980- , 1981~ , 1982- * 1983 * 1984- , 1985-
! 1976 1 1977 + 1978 ¢ 1979 , 1980 ' 1981 , 1982 , 198% ' 1984 : 1985 , 198¢
T @ TGy W () () D) (8) (9)  (10) (11 z)
1. Aluminium 3.70 3.74 3.6 3.50  3.35 3.13 3.96 3.44 2.62 2.48 2.06
2, Banks 0.52 0.39  0.37 036 0435 0.33 0.11 0.08 0.03 0.02 0.02
3. Cement 4,28 4,02 3.68 .32 3.04 3.30 2.85 2.52 3.36 2.98 2.83
4. Coal 1,38 1,28 1.22 1.19 1,12 1,07 0.98 0.89 0.69 0.53 0.40
5. Cotton Textiles 9.31 9.28 9.75 , 9.47 9.33 9.30 9.83 9.55 9.06 9.03 8.07
" 6. Dyes,Chouicalse, 4.85 5.35 5.65 6.37 8.43 8.75 8.48 8.71 9.00 9.03 9.85
& Pharmaceu~
ticalse.
7. Blectricity 8.57 8.91 8.53 8.34 7.89 7.58 7.33 6.93 6.38 5.12 5.28
8. glegtrical 5.27 5,07 . 6.08 6.22  6.45 7.07 7003 6.86 10.16 8,42 15.20
ooads H
9, Engineering 23,88 23,32 23.13 25,79 25.46 25.16 24,78 25,51 25,59 28.25 25,30
10. & Food,Tobacco 4 55 4,30 1,37  1.46° 1.23 1,22 1.66 1.30  1.23 1,27 1.07
and Drinks . .
1. £nve:tment 2.92 2.76¢ 3.08 3.50 3,31 3.18 3455 3.70 3.14 2.74 2.%6
rus i
12. Iron & Steel 9,10 8.72 8.32 5.28 4,94 4.76 4.88 5.22 4,33 5.29 3.95
13.  Jute 2.16 2,02 1.59  1.62 1,28 1.27 1.44 1.25 1.21 1.54 1,14
14, Matches 0.36  0.34 0.34  0.34 0.32  0.31 0.70  0.64  0.62  0.51 0.39
15. Mining 0430 0.26  0.25 0e25 0.23 0.22 - 0420 0.18 0.15 018 0409
16. Mineral 0il 1,63 0.45 0.27 0.26 0,30 0.29 0.26  0.24 0.20 0,17 0.13
7. Paper & Boards 3,81 4,20 4.15 4,28 4,12 4,22 3.90 4,0n 4,01 4.04 Do 45
18. Plantations t.04 0.95 0.81 0.73 0,97 0.94 0.94 0.88 0.86 0.88 0.94
19. Railways 0.24 0.19 0.19 0+17  0.16 0.15 0.14 0.13 - 0.11 0.09 0.07
20. Rubber Pro- 3,05 4,17 4.1 4,00 3,79 3.83 3456 3.86 ° 3.75 3.88 2,76
ductrs
21. Shipping & 0.51 0.78  1.04 1.05 0.99 0.95 1.02 0.93  ‘0.79 0.77 0.55
Transport
22. Sugar & ~ 2.98 2.79  2.66 2.61  2.52 2.54 2.14 1.86 1.48 1.34 1.0%
Brewaries
23. Textiles(other . :
than cotton) 2.78 2.92 3.08 3.07  3.56 3.94 4,51 4.64 4.73 5.69 6.36
24. Vegetable oil 1.11 1.30 1.26 1.38  1.54 1.58 1447 1.37 1.35 1.1  0.81
25. Miscellaneous 5,90 5.51 5.46 5.47 5,26 5.08 5.08 5.40 5.19 4.69 5.59

TOTAL(RB.Crores) 255.66 274.58 288.83 296.70 314,77 7329.12 360435 396.62 466.75 566.54 738,58

Source: Annual Reports of the LIC for the years 1975-76 through 1985-86 .

6Gc
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_On the basim of the above snalysin we ean conclule that
the LIC's dnvesinenis aya‘ﬁe&vil§ ean@éﬁ€rﬁ$e& iﬁ,iarge.ané:‘
well esiablished compenies. The LIC'as Investnonis in tierge.
groupn’ LOrge &img&@,u&&ﬂr%akiuga.anﬁ Dominant un&er#akiggs
m For the year 1975-76 %o 198586 have been shown in Reble
VIZIZW9s | |

Inweotuents in Big

_.'%hﬁnyatﬁeﬁn‘gf WI2'e inverinents. in the Pig Buslnesn
Houres intinntes dhet Yots ﬂﬁélﬁiﬁi& groupt eccupicd donle
non® popition in the inveslment portfolio of vhe LIC mince
i1tr incepiion and %he came patiern ie vontinuing. Phe share
of Yats group of unéertakingaq=aaaugying firet position an
on 3?5%.@&?@h.1§?6; wng 15.65 percent of the toinl inveginente
in the private ssotor. Tho Hiris group of underiakinge ocouw
pied the second poeition i th 7;$‘per¢eg$'@f the total igvég%—
mento. The invesimenie in Tata group inticated a@m an upward
tendengy (Wonk upto 14.85%) dering the figgt three yeors of
our poeriod and therenfter uvogsn o ﬁagli&@ and cane ﬁaﬁn’tal
11; 27 perecont apg on Eia@,ﬁ&rgh,?QEﬁ..?he percentapge of
investmend in Biria Zroup uwauslly mave& bedween T.10 and
4499« During 19685-86 1% registered an uwnusual gimé‘auﬁ’ﬁﬁﬁt
nptﬁ 10.?&%.&@ aimaat‘ﬁﬁ%frim@ in & eingle rear,

- fome groupd, noﬁﬁbly.&ghsh @@glanﬁ, ﬁingﬁ&nia, Larsen
& Toubro, Mahindra and Mahindra and Hodi, offered betier
invesituent opporiunities aud LI0's shave shoved & rive in
then. Converpely, Srdi Rau, foorajmall ﬂ%g&ﬁwull and ¥
Yelchend were not considered so good for the investnmd

and reglotered & fall in their respeciive sharesm, The
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¢ minga ’
ABeeroe"”

b 25

657

‘“4.@6
Goi5

548
4,50

Gk
'6193,

?njw
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110,17

- 12680
- 158.98
- 201.89
- 260656
o 268 J84
- 200.82
P48

192,16

mmmmmmm»mmummmmmwmmmmmummmﬁmwmwwwa

fource: Uoaupiled from LIU'm Aanurl Zeporte fox the years 1975-T6 %o 1985-56«

@ercanﬁﬁgam %o Totad {Column 2)

53.28
57 &0
5779

55.97 -
52.86
. ﬁ@%@? :
49.89

91.35
55 .45

69«48

?.ﬁﬁfmg@
groupn

“mm“maﬁw“um
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LiG'e Envaﬁ%%sata.émgag tharge Groupe®
;uaminaﬁt ndertelingn. AN

m”mrmmmmmmmuwuummﬂ“mmmmmmm

' fingle + Dominant @tﬁ&r&
» 2ATHE anﬁeﬁ- anlefe
, ~Fizikings ;-.,,‘ . 'mkiﬁgz«s v
3 kS
L .,,S;ﬁ.l.m O & ) AN
--6.@@'?’&? &o?ﬁ 33.5
- BJ82 $e25 307
943 . 127 3147
C9.31 . A.47 - 33.91
. 90§4j HTJf y1d@& D657
CBe63 0 fa22 35,33
1206 0 0D 37.23
R T A ﬁigﬁ .359?&
12,67 . D65 2791
12.54 0.01 - 25.58
10.02 DeBS 19.84

Notes = {1) *Inrge Groups® af Tadustrios represent the gyoap Industries shown as *Part 4 in the
l:;g’“& Ea%art. These Businevag Houses have s nmmber of undorinkings sonttorsd mmuyhmut
g couniry

{i1) *other szingle aa&a*ﬁakiﬁgg represent the business houses vhone aasetp haviag
(1i1)

{iv)
{2} Yteas (1) to (111) sbove sre the groups oy unbertsi

R aﬁ

LOres or ROlde

tTeminant widertekings® vepresent the business house which &a nat 261l mmdar
the purview of groudie

O%hers represent the undertakings which do no® figure dn (1) to (41i) mbove.

peation 25 of %?Q BB aTes &ﬁ%p 13&%0

inge x@g&ﬁ%mrﬁﬁ anday

o
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r@maininﬁ ten I&’Y’QH’E}S 4id not mﬁrlr. any ﬁﬁmrnciaal@ vayl w’e:ion
in their g&iaa af iﬁvan%mant. Ek@ n@rcen*area nf iﬂvﬁﬂﬁﬁﬁﬂﬁ
in Exg 3@91&@&3 ioupes to ?@tal Imvestm@nﬁs in %%a pr$V%ta |
8@@§nr (ina&u&ﬁna joinv Peatcr) for the yenrs 3@?8a76 ta

‘1%;5—&& &ra givan in ?abla TIZT o1

ﬁamna&it&an of Inveetments in Lsrzo inderiaskines

%ha In@urtvmal und@rtaﬁinym regza%ﬁred und ey seations
26 0f the ﬁanapa¢lew and Feﬁt@int@é szaa practiaces (ﬁ.@.i.g.)
ﬁat, 1869 roweﬁva Linmnelal a”pﬁatanb@ frew the LI0 through
c@n%ributian to theiv @Quitv and praferann@ sh&rea, uah@n~
tu”@a and exienpion of long and mhawt-marm l@@nm. onpo trie
tion of iﬂ?ﬁﬂtﬁ%ﬁ»ﬁ in larﬁe indusirial und@rt&k mgs v@pﬁe;
tew@a und@w & Rofe P Aet. 1969 ﬂﬂﬂi@??gm %hat d@nentufeﬁ and
Lnnﬁuterm Loans @ra rpﬂ@ivinp inaraaalng i@@artﬁnae in ST
p@risan na equity and 9refarﬁng@ gharesn *n r@e@nﬁ weavm. Lhe
a*ax 1&v&ct&en%a af th@ WIC in @@bﬁn;urﬂs and 1oanm mf
iarse indumtrial nnﬁar%&kin ' ag on ;1ﬂs.ﬁaran.1976 wars
hw. 4%.89 erores anﬁ Roe J6.31 croren whiah rope to RE.3%3.32
ore*aﬁ and 2. 3&6.4& arores rmwnmativelv &@ on 333% ﬁarch’BG.
?h@ir carrespnndimg nera@nﬁages wnse fram 25.} and 18 9 in
the yenr 1@?§~76 to 4249 and 31,ﬁ \m %h@ vear 19ﬁgmu

ﬁawmvar, xnvamtﬁmnxﬁ in @quity mhmrag aﬂa nrpfarens@
 shares sufiore& & rﬁ&a”hﬂbiﬁ ae%back @uring th@ Eane p@ﬁioﬂ.
Tor iwstanﬁ@, %he total ingsvm@mﬂ in aquﬁﬁv shares of thaga
unﬂ&?taﬁinnﬁ as on E?et.ﬂawch.?QTG was Ra. 54479 crores
wﬁiah rose vﬂ Rs 1%2.02 grores X AP on ?18ﬁ.$&$uh,1§36,
wut nveﬁtm@nﬁ in equﬁ%w shavna to fotal invesiment in thepe

uﬁder salcluge sLumwe@ Lrom 44,73 percent %o 25, 4 p@rﬂenv ep



TABLE VvIl1I.10
Statement Showing the Percentages of LIC's Inveatmente in Some Big Business Houses
Ae on 31st. March (In percentages).

__________ — m e e g e e e e — e —— e e~ — =
Neme of the ' 1975-%8' 1976~ . 1977 , 1978 . 1979~ 1980- . 1981 . 1982— , 1983- ' 1984~ , 1985-
Tndustrial houses, 1976 ., 1977 : 1978 ' 1979 ' 1980 11981 11982 ' 1983 {984 1 1985 ! 1986
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12)
1o A.C.C. 2.96 2,84 2,41 2,01 .1.60 1.35 2,24 1.96 2,64 2.86 2.29
2. Ashok Laylsnd  0.73 0.77 0.72 0467 0.62 0.53 0.49 0.99 0.97 2,25 2.44
3. Birla 7.08 7.00 6.30 5.66 5.03 5.43 4.99 5.16 6410 7.18 1047
4,. Bangur 1.29 2,10 1.90 0.52 1471 1,34 0.90 0.84 -0.84 0,90 0,98
5. Bird Heilgers 0.09 0.70 0.84 0.8 0.56 0.44 0.3 037 0.36 0.730 0.24
6. Dunlop 1.38 1.42  1.39 1,26 1.09 0.99 0.8% 1.10 1.01 1.26 1.02
7. Bajaj 0.59 0.52  1.49 0467 0.48 0.42 0.47 0.38 0.44 0.78 0.69
8. T.C.1. 1.49 1.40 1,44 1.46  1.83 1.52 1.34 1.52 1.38 1.31 1,05
9. J.K.Singhania 1,39 1.80 1,91 1.78  2.03 2,14 2,38 2,13 2,38 2,20 1.93
10, Kirloskar 0.78 0497 0695 1.08 1.1 0.89 . 0,76 0.92 0.91 0.76 0.70
11. Largen & Toubro 1.03 1.02 1.11 1.10 1.25 1431 1.73 1.81 1.95 2.88 2.74
12. Mafatlal 1.74 1.66 1,43 1.21  1:30 1.40 1.42 1.36 1.67 2,33 2,05
13, Mehindre &
Mahindra 1.40 0.97 1.75 1.51 1464 1.57 1022 1.56 1,90  2.21 1.99
14. Modi , 0.46 1.24 1,27 1412 1.05 0.96 0478 N.68 0.79 1.37 2.87
15. Sahu Jaum - 0.10 0.97 0.08 037 0.06 0.12 0.11 0,11 0.04 0.44
16« Sri Ram 1.75 2.02 2,15 . 1.94 176 1.50 127 1.09 1,12 1.15 1.17
17. Surajmal 0.38 0,36 0,04 0.3t 0.27 0.27 0.24 0027 0,27 0.02 0.06
Nagurmall '
18, Tate 13.65 14.77 14.85 14,06 12.06 12,00 10.48 10,11 12,02 11,81 11.27
13. Thapar 0477 0,83 0.83 0.74 1,42 1.85 1.49 1041 1.43 . 1,37 1.31
20, walchad 1.07 1.04  1.15 1.08  0.90 0.70 0.40 0.08 0.82 0490 0.51
21T po4a) = 39,73 43,73 44416 39.04 38.14 36460 33.88 33,85 39,11 43,88  46.22

- mr mm mm v e e e e e e em e e e Em e e e e e mm e e e ee e mm e o Y= m e em e e e e e e e mm e v = e e e o - -

Source: _  Compiled frow LIC's Annual Reports,
Notes: (1) All the Business Houses are registered under section 26 of the M.R.T.P.Act.,1966.
(i1) They have been selected on the basis of the volume of invesiment by L.I.C,

£9¢2



'en 349%.%@&9&.1936. Eanﬁ%m@nus in n%eferenca ﬁhare .Lemlanmg
from 11.3 percent in 1975%76 %o mave 2.7 pewcent in the Four
199586, The sonposltion of Sotal invegtnents in ﬂnﬂ@r talings
g@aiﬁ%@r@ﬂ under peation 26 of the HeR.T.P.Ac%, 1963, for

the years wder review i@ﬂgivenlia Pable YITT.11.

LIS AND CORIOBATE *?E'E‘ AT

. %he purpose of life insursnce business im na%,ﬁd
finenee industry bud e@ﬁeh%iglly7to-inv&gﬁn%he envinge of
policyholders acquired in exchange Tor promice to pay the
Faiithelﬁ@ra and/nrvbenéfigieriaﬁ a. dontracted sum either
in;l&ter'a life or @ygn é@aﬁh oy &é?yaﬁin@ of o certnin
event. The Life inﬁuranaa'cm&paniéﬁ @s"fimanaiﬁl ina&iﬁu—
tiong, differ frem'inVQﬁtm@n% h@mvanﬁam and unit ﬁr&@%g‘
in refp@et of invws@wgnﬁ of their fundg. Inventnent 5n Q%ne
| ef iife insuranece Lgmgﬁni@g ig ﬂnulauﬂzﬂi B0 its n&ture @ﬁ
bupiness to provide zam%‘ézmn amminnt riek oovored by them
mh@ra%s investmont ig %hm vrimary oniﬁefive of in&éﬁﬁment

1.»§ha operational i ;ma¢iaaa*a of

eompamiaa and unit %ruaas
‘t;h:iss fenture of insuronas conpanies, ig that they ave - gum@ a
n;,sh@ csn@iaexmﬂioa for protecting the inderest of %he
enornous pnlicyhaiﬁara,ﬁ %ﬁa@ﬁ monay they hold in trusmt Tor
whiqﬁ r@aﬁéa thedy inverluent poliey ie closely yagalaﬁ@ﬂ
wiﬁh reference ‘%ﬁ‘ﬁli@iﬁlé in?@ﬁﬁmént féﬁ %h&i? @oﬂﬁfoii@so

| The LXG is haaicaﬁl? on i&V@ﬁﬁm%ﬂﬁ inptit aﬁion an& not
a davelopment b&ﬁk,prim&rily 14 agmﬁtitu%@d %o yre?i&a‘iinan-

olal aseistence to indumtPies. The primﬁrv objective of the

1o Robine, 8., ﬁ&nqﬂinr ﬂmamrxtaee. oxford hﬁi?afﬁl%y
‘raﬂ@; 195‘{29 'ﬂo 42604 °
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ﬁegiﬁtﬂ?ﬁé uﬂﬂer Mo:.i?o?c A‘Qt’ 19690

TABLE VIXI .9

q&at&amt ﬁmwﬁ.ng The &aﬂpaaition m.? Tatal lavaumeam in ﬁzmarta&.izsgg o
(Reo. 4n crorend.

“u“mu-h‘"“““““ﬁ‘N“"ﬁ”“»“ﬂ"“““““mmﬂ““w“m-—

Yeare as -mz: Loans Debentures Preof. shares : Bquity  Zotal
SUSEHATED 0 | | o s e i e T e e o o B e e o e e e e PEEEOE e e
(1) (= | A L A L %
1976 36,31 (18.9) 48.89 (25.5)  21.60 (11.3) . 84,79 (44.3) 191,59 (100.0)
1977 45.38 (21.3) ©53.28 {24.5)  23.30 (12.7) 9497 {43.5) - 217.93(100.0)
1978 50073 {21.2) C58.20 (24.4) 2432 (10.2)  165.56 (44.2)  238.81(100.0)
1973 44,35 (12.0) C 64016 {26.0)  25.22 (1042} 113.26 (45.8)  246.99(100,0)
1980 5731 {20.8) T 271 (26.4) 28.52 {103 117.25 {(42.5)  275.79{100.0)
1981 964656 (297 75469 (23.3) . 26.50 (8.2) 126402 (38.8)  324387(100.0)
1982 152.24 (36.3) M02.86(24.6) . 27.64(8.48)  136.35(32.3)  4$19.09(100.0)
1983 161.23 (35.1) 124,02 (27.0)  26.34 (5.7)  148.02 (32.2) 459.61(100.0)
1954 180.45 {33.6) 173.28 (32.2) 27.82 (5.2)  156.09{(2%.0F  537.65(100.0)
1985 193.37 (30.5) 26369 (40.5) 21,05 (J42) 168408 {25.8) 651.95(100.0)
1998 240.4% {31.0) 33%.32 (&2;913 20.82 (2.7} 182,02 ,62’5.4)7 77656 (100.0)

fsurony ﬂaapﬁeﬂ anﬁ mmgat&ﬁ from .ulﬁ'a Mzml iﬁepaﬁm :ﬁ’ar *’.he vmsrsg e&%-’m %4 1985«-86.
Hotems (1) Piguresm in the brackets ropresent porcentsge of Total vavaawen’s. :
{11) mana iaclzxie « both terms iosna and short losns. ‘

SR e
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LI0 ip to ppread the et of Life insurance and in pune
ﬁﬁ&noe of a¥iaining this poal, the LID has to invest the
amount received from pnliayholﬁars in the form of premiums
in the begt interent o7 the lattor ascording o guiding prine
aiples provided by the ﬁ@&@fﬂﬁﬁﬂ%- The general patiern of the
invesineat of i1ife dasurance funds in India hag undergone 2
serked ohonge ﬁ%rtimularly iﬁ recent yearsde &ha investinent
in corporate securitien which p““ﬂent@ﬁ o conslatent inproves
nent from 1.8 por cen® in 1914 %o 6.7 pe"cmqt in 1939 and
fur?h@r, to 13.9 porgent ;n 1949 . ﬁhgvehﬁnges in the peneral
'pﬂtﬁafn of %he LIC investment can be shown in two w&fs. In
the firet place, tho meotor- wise investment of the IO
revenle that Ihe chare of the private seclorlinciuding the
| jaimtuﬂ@ator)haﬁ oteepiy deciinad from 22.6 percent in
1956=57 to 1.3 persent in 1960-69 and ae low 0o 1146 por-
cent in 1976~77. By the end of Hareh, 1986 1% wan 9.7 percent
| ‘ “Whe LIC heg r@pnrﬁaﬂ tﬂ have %een unable o m%ne even
the permienible 10 percent of 1%6 ?aual inv@gtmovts in the
private peotor heeﬁura of %he lﬂ@k of V@P?Gnﬁbiy attrac-
eéve invnﬂﬁmnnt npportunizies and nﬂt dug to ptatulory
rest rict#eqs“1 _ g

“ha a@nﬂﬂd aﬁpect of th@ LIG $nvaa@ment yait@ra rolates
tb itn 1nv@stmsnza in verines 1ypﬁﬁ‘9f d@é&t@. Phe available
lﬁﬁt& Gleguen?ly bear ou% the ﬂ,%%ﬂwéa‘ that the paittern has
marﬁ@dly changed in recsnt years. The sharp vise in propore
tign of r&mcurcgg floving into housling anﬂ.&ngtne: welfare

gchenes of staie governpenis and in sioatrieity bonrds are

L

1. The Ztaienmon, Uniouiia, Popienber 5, 1979.



2{37‘
nosemorthye loans given by the LIC for these purpores forned
shout & guarier of 1its %0%al asnets in 1973 againet only 1
peprcent In 1966. Losns o siate slectrioity Boarda alone
amounted to as nush as 16.9 percent of 1%z ¥oial sacels ap .
on Zlet.Harch, 1973. The share of ruchk invesinenta ﬁaﬁe‘%ré—
maﬁéausly,imcfeaﬁe& gpenlially dnyinw the period under our
reviewy by anendmenits in seciion 27=-A of Insuvance Aet on the
reconnondations of 5&gmnn§%haﬁ lonnitise (19?ﬁ). which ingere
%ed & new category of socinlly ovienved pector in the POrie
folio inverinment of the LIC. -

With higher perqﬁntagg of remources molng indo the
welfare wohenen of the siats aoveraments, the proporiion
of resgourdes going inio ecorporaie ﬂ@c”WQ%*&“ hae sharply
fallen frem 16.5 percent in 1966 %o 9e% percent in 198556,
The aain reagon, however, fér this aeclinw ic wmodifieonitione
in the provisions of ithe invegtmant,pmiiey insroduced in

1975,

Japital Markes Achivite

resiailbnl

The LIC ewitends finnnainl asristoance to sorporaie
enternriges in the public and private sectars in the

following vanners

(a) ﬁuhgcribing to the ﬁh??&ﬁ and meb@ntuvﬂ?/b&ndﬁ of
Pp@c* aliped fin snaind iwwtx%utﬁanﬁ ferme for nrovide
i&g'fimﬂnuzai_a@ﬁiﬁsame@ B the induatr&ea in the
Agrivaﬁa eector, |

(1) ?rnviﬁinw ﬂirﬁgé-f§nanei%i ascistanne %o indhrurw
thrau:h laamn, and aubanri;«ian@ ta rhar@m and a@hen.

tures of funch indusiry or by unm@rwr&tlng operations, 8
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{e) By puremaﬂim shares and debentures of exisoti mg‘ V;}@im%

st@ﬁh Gﬂ&ﬂ&ﬂi@ﬂ ehwcumh iuﬁwa%riﬂl ﬁ@b&?&%@as @arhate.

- Before counencing our discumsion for individual
itens of inﬂugtrﬁ&l fiﬂanma By the LIC 414 ie worthwhile ¢o
have an overall view of ide cnpitel market ackiviiy in Tinane
'veiﬂg the gorporata poolnr, The oubstanding invesgtoent in |
financing %he indueiries as on Fict.lerch, 1977 was Ro. 445
eruren as csmnar&a to Roe 7530 erores and Re. 219.60 orores
im 1956»57 and ?Q66-67 rwap&a%ivaiv. ﬁ 'ﬁha end of March,
i'1qﬂ&. the LIG's investnend porifolion aﬁaad at Ra. 738:58.
ororas. %hwyraia%iVézﬁhara; of halﬁinam in the ?inanoi&l
inﬁtitutﬂﬁﬁm WaH aﬁaufi”tk of the wgu%i in 1976-?7: whigh

repr&aaﬁtea a mmr@ th&n thregnpolﬁ iger@%aﬂ avar 1%56»5?.
"Pimilmrig, dﬁrem% lnanm %o campana@e hn?@ weaovaeﬁ. mesoive
incresge from less then one peragent in the yenr 1ﬁu§~66 o
1%3.46 peresnt in the year 1985-86. |

ﬁnﬁlaﬁfyeraﬁ& securities have deciined in ito reite
tive importance conristently ever since the ineeption of the
BI6. In 1956«57 as high as 94 percent of dthe LIU'R invepte
ment 'in private sector (inciuding jointesestor) was in the
Poru of stock exchanpe pecurities. It came down i aboud
| 70 peroent in 1975-76 and G0 62 pereent in 1985-86. It is
evident thad mérk@d.aﬁangaa ocoured in wodus operandl of
tﬁe Lze‘éé regarim fia&ﬁaing of private in@ugtng.vﬁhe'porﬁn
foliop couprized malnly af enrporate mecuvitlies in 1956-57
&ut.éina& then upto 1965-66s the holdinge in form of
iending and subgeripiisns %o the ﬂ@éuriﬁiﬁs iseued by the

_ﬁ”&n&aeial iaﬁwmtw#ianp hava gained pisnificent proportion
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vhich bhroucht deowa the Proparition of dorpornte ponuridies of
the privaie seobor to & very low level,

Bven vithin the prenment ﬁ%&%utary eontrsl there ig geope.
| for the LIC %a play n vitel role in $he Indian onnpiital narked,
Thie can be done by cosdtabliching a well—hnit ingtisutionnl
link between the Liﬁ'ané~@%h®r finaneial'inﬁtitutimns engared.
in providing finsncisl apeisptonee %o infuptrial enidevprises.
fipce LIT is not primarily an invesiment inediitution, it is
not suppoeed %o have onough Tacilitiess Por evaluating and
judsing the indusdrial inventuent. If mowre funds are provie
ded to the special finsnciel inedisutions By the LIU, thése
ingtitutione can perform the work gf,imﬁu&tfia& Tinaneing
in' & better way. A% presont 4.2 percent (as on P1ot.iinrch,
1986 ) of Life Pund inp envested in %ha g&aufi%¢gg @f.finéncigi
inptitutions. IT it is inoresesed Io 10 %0 15 percent the finnne
gial ineiitutions will be provided wi %h both more funds and
a readier and fewilie acaeess o source of Pinmnce and this
will solve She iugk of iink hgt@&&m_%hem and uliimate source
of savings of %he commumity. Thig can e done by reducing the
neyvcentoge of investment in Yhe government sscurdties from
50 peresnt o 40 percent as recommended by the ?m&’%ézhiyan
tonanittee {1980}, Ano¥ner advanitege of nsuch change is that
&ime@ the mecuritien of tomme~lending iunpititutions are guaraﬁo
toed by the government and they earry highar rate of intorest
they oan he proved as al%érna%iva of straight govi. ssouritics
PUrchnesa. _ |

Secondly, %hé;& & can erpend ite direetd fia&ﬁaing of
industry throush the finsnecing of socisl overheads cnpital

- requivemente . espesially houming throuph soeriapge debib,
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 hepardiear of Tirme profiiabliity, the renta £rom the euployeen
wnu;d make it possible Yo aSEuae'the‘martgage\déhﬁ end pay it
off pafely and rapidiy over & peviod of time, |

Pinally, & broadening of definiiion of "approved socuw
rities" to include losne agsinet policies Tor industrisi
‘purposes wight heave o stigulsting ﬁffeu%von the development

o? emallescale industries in the country.

Pinanciel feaiptance to Mpecisl Pinancial Instdtutions

Bepides dirsct Tinancing to industry in privaie meotor,
the LIT aleo Tinances indusiyy indirectiy by investing into
phares and bonds of speciol financial institutions - both
piate  Ievel ng weil as All Indie. This indirect indusirisl
financa to the privaie secter was introduced by the LYY from
1%s veﬁy incepition and State winancial forporationg and

Industrial Pinange Corporation of India were the wmain bonge

)

iciaries. In 1996-97 he LIC had Ru. 0.76 orore as outoinnde
ing iavesiment in the ICIGL but Trom 1998 onwards i% had no
such - holdings. Only afder 1977=73, that igp, afier z gap of
couplete two decndan, the LIC hap amgin siarted subseoribing
to debenturos issued by ICICI. The initinl capizal of the
Unit Prusy of In&ig.gaﬂ subgeribed by the LIC in the yesr
196@w65 whon the former came into evigience under a a@ﬁdﬁ&l
fot paeeed by the Inddion Porlismont. LI0's indiread finnsueing
of indusiries broadened sinse 1974-75 when for the Tivei  time
it pierted to gubmeribe o the bonds ismued by the Industrial
Developuent Dank of Indis. Thue, the 4Ig, provides Tundp ine

directly for finmneing private saeckor induptry throush three
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Inetitutions,
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the Industrinl Pinance

Torporation of India, the imit Pruet of Indis and the Induste

rigd Q@Vﬁlapment Henk of Indis and one sintewlevel in

that ig, the

The agerepnte anoundt invented by the LIM in
cateszory vy Ro. 528.24 crores {@a F1eBeH6) an com

in

Rrie Aeb arores

horess

total inveptnents 1%

/
ainoet doubled and

percentiee of invesituent in seouritien of Tinansial

tutions
during 198%.86. &
awount under this
end ia%ﬂl Wife

A patadvle fe

of invecineunss is

inveasted in the mecurdiiase of

acoounited Tor 4.3 pereens

funG of the
o ture of

gtitutione,.

ﬁta%@ Pinnneiai CQorporationg.

this

payed o

the yvear 1956=57. In tomms of percontage,
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51.% percent was in fhe f%nie Financial Corvoration followed

by the Industrisl Developmont Bomk (40 parcent). However, this
trond wes complalely reversed in the first flve years of
gipghities. The position in iterms of perceniage én 31at.§&rch
1986, was as foliownte Induntrial Development Rank of Indie
734067 Siate Financlald Corporations 17.7 and Indumirial

-

Pivanas |

Govporation 9.24%,
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Direct Lending to Indusmivy

@@rm4loan,is- the woat Inpordant sourae of finanoce
Phrouzh which the LIL ewdends direet financial agpizdance o
the privaie sector industrye. Tuch losnegiving operntions waé
intrpduced wy the LIG for tho 2iree Time in the year 1960-064
The cost egealntion, eppecially in the recent vears hae put
the industyrial enterpronuers into & very tight popibtione I%
héirr, reelly become o formidable teack on the park}af the PIrow
noters/nanagenent to raise such hume a2oount throuch priveie
pouroe. They, therefore, have been compelled o &pgxoach
Tinonelal instisutions including the LIT %o raise thelr
pressing needs of hugse finmnce.

| FThe mwuut amount of loans ﬁiv&n by the LIP to industry
in the private gecltor is incresging year after vear., During
the first decads of itp involvement in the loahnﬁivinm A0%ie
vitiem, it did not show any appreciadle znxinrm 1cee But this
rathered ipwonge popularity, in asurse of time, The vercenw

tage of loong %o dotal asmedts of the LIC wmue merely 0.2

-~

percent) in the yrear 1965664 It, however, increased %o

4%

o6 peracnt in 197980, an increase of 13 timen.

Q

Thin Ltregendouns rice slipo seena dur to LIR'e sndeavour

bt}

to increame iig yield on invepinent since the vate of
interest on such lonnn and long Yerm debeniture was higher
in cmmpmiison T equiiy dividend due ip %La then rontriciions
oﬁ aguity dividend,

The total amount of sutstanding leane and debentures,
AR @n'313t.M&rch,19757 witt Ree 25420 orares (41,8 percent of

.

the votal invesitmenis Iin the private secbor incluling equlby
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and preference shnres) whereas the gam@ enounted to Re. 376. 19
erored as on lMnwch 31, 1966, 1.0e 81 inareape of over 4.4 %imea
during the siudy period. Investmonte in loans and debeniures
of companies to totnl inveeituant ia privaie pectsr increased
from 44,9 porcent in the venr 1975-76 %0 T1.6 nsrcent in the
vear 1984.85. This inéicates that the Yerm loane and debenw
tures of publie linited companies fit wall in the LIC's 1nveé€-
ment portlfolio. |

s and Underweiting of Haw Capdial Inseuca

Phe investuenits in the new Lapuag, parﬁiéuiarly'in
snitial imcuos of new companiss, carry on inherent risk of
not yiolding aﬁy raturn for a numhar_oé yenr and, in Trot,
puoh investnents have a endenay %s depreciate in value. The
appronch of the LIC in unﬁeeriting in that of an invenior
and not that of a eﬁtalyﬁic sgent %0 genernte public sﬁbs-
eriptisng. It im paid that the new iapues market ie She
vagture fmi the aﬁaga who apply for shares in neow iﬁﬁued
in %he expectation the® they will be nble to obimin o profit
on %he transactions ne moon fam the shores aro quoted on the
gtock exahéngé.'fkim im.'hawevmf.vnaﬁ the at%itaﬁé o the
g, whi oh in & genuine inveniora Zt:éoeﬁ not indulze in
'é@agulatian nor dosa 3% take the aﬁvan%aﬁa of ﬁémyav&ry
Pluctuntions in the parket prices. It invesis in long=berm
basl e | | | |

he LIC hap become o dominant facitor in the undeme
writing activities of new issues in the Indian émpﬁ.%&&.

Marked.,. The extent of its mhare in the wnlerwriting of new
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iooues during the peried 195¢=-57 wan about anauﬁi??b of the.
totel. 1% wap corbuinily ¥he. eingle p— important under-
writier = of easrporate iaauﬁﬂ.'ﬁmring the period 19%6-.60 LI0'H
shnre in the toinl wunderwsiding declinsd vory shavply and 1¢
aume down ta.§o§ﬁ1. Howevers theoreafter a narired improvement
pecured in the role of LIC and during 1961-66 1its propaﬁ»A
tionnte share sharply rope %o 21.4 percent. This increasing
rote of share wos paintained énriﬂg'the nuboeguent nerdod i.o.
196771, the aotusl sharse heing 22;3 percent. Howover, gince
1972 a najor shift hos dome abond in dthe LIC's underwriting
cperaiiong, and its ehore in total nnd@fwriﬁing came Qovwn
to 8 nera B.9%.

This ig ehvzoumly ”&e resuit of a decline in the
roletive ismportance of ﬂ&curz?iﬁg in he LIC'a dinvesinent
par%felioz. Increasing importence has Loon given % invéspte
wont in the goolslly ﬂriehteﬁ schenes right from the saxdly
égﬁaﬁﬁiam. The HI0's underwriting operaition ig an 84 junet
to and is laygely infiusnce By 143 investoent policy in
jointepiock @ﬁ%eryriaemg.

”h@ aoncentration on wel& ag thoe inarenping pressurs
of esntinuaualy maamivaffadﬂa, conbined with aiffiaalty af
sagulring sound securiiies in adequately large a%#&nt at
ys&aonab&a prices frem $he secondshand sarket has led the

ﬁz@ o go o new,iﬂaué wmarket in big waye. The purcheses of

1a Xhan, HeYae, 'Industricl Underwriting in Tnddis', Poone,
darchy, 1977s D56

20 Khany, HMeVes Indisn Mnencinl fSystem, oPecitede 97

%o Ehnn, He¥s, Hew Marked and Pinsnece for Industries
in Tndiny 19?@’ Do TBe
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new imcues by LIC invariably Sokes the form of unde#ﬁriting.
The Lil, as aiready stated, always applies for the purchare
affsecuriti@m'una@vwriﬂ%an by it ?rom 6§eﬁatianal view point
it iaplies that LIC would agree fo uhderwxité,oniy such ipeue
whieh would £i¢ in its poﬁtfqliq ia?aé%menta. LIC &5 very
selective in the field of wnderwriting of new issues. The
regtriotive nature of LIC behavibur also refliected in the
&mall'@nyyort t0 igenes of néw and smoll companies. The niantoe
wige and indusiryevine records are g&mil&rmy"inﬂieative of
'aﬁmixar conciueionse Wiith reogard to ita undersriting opoere-
tiaus in “group’ iseuwe, LIG’s‘eunéar% hés - hean nore narked
in “grnun“ issuaa rathen than “nonugroup” iﬁﬂueﬁ-<lﬁ the
1r@nent yearg. h@vaver, ohera haa been a eh"u#e anﬁ %he M;G
ip supparbing nom»rraun" 1anmea o a grea ter Gxtent.‘
| “he underwri sing aperatzons a? the LI¢ is no deubt,
pl }i g an imyartant ral@ in atimuiatanm he in@uatr*al
deve&owment of the asuntny but mast nf the underwwﬂtinc
| n@rﬁ’ameﬁ w '1‘7 > 1% he.l.on{fs $0 the finmminl izmti‘uu‘&imm
.in *h@ pub&ia rncﬁer. If we look iﬂta %he patl ern of und@n-
writng operaﬁiomﬁ, it is fmund tha% the delentmrEﬂ rnd bouis
of eP0e Contral vo-enerative uﬂnﬁ ﬁpve&oymon% Tanke, State
Lle %rlcity Boaxﬁ/@arngvmtinne and boﬁda of ALL Indin ainan-
 ¢1&1 inatﬁﬁutiona ﬂominate whe unuarwriﬁinﬁ opera%isnﬂ of
'the LIC. @h@ ﬁahrnzuwen and bﬂhd@ of euch f&nanui&l instle
%utéana ranyad bswween ¢3 6* tn 6595 o; tne tatal anount
-unﬁeruwitten by th& 508 durinm 197?—73. '
| “ha pvonarﬁicn of haram ani daben%uw@s underu ittén
‘OJ thn LI0 1n rwenmet a2 nublxe limit@ﬂ uampanieﬁ in +ﬂe

nriva%e m@ctnr WA vary inrirni¢iﬁpmt- their chares in berms

‘
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 0§ ﬂerg@ntaﬁa were 2 éné 6:a9reﬂﬁ%'r@aﬁéééi§@ly; eéeéﬁ% ;ﬁ“
th@ ge?r ?9&3 wh@n the ﬁhar@s and aehan*ur@ af ?uﬁlié &iﬁi—
n%ed camyanies al&imad ae hﬁgh a& 22 pegaanﬁ af ﬁaelﬁmtgi”l
amount nnLar'riﬁin during thaﬁ'vﬁar. ﬁha'ahara"bﬂltﬁe Linde
ed companien in %he undefwriniﬁg gnpr&tions af %he nI0 A
'ﬁu?iﬁﬁ 198405 and 1985-86 was nil. M@reﬂver, in momt of the
casen unlg debanturer of the 7ub&i@ Limited camn&nﬁar weres
umd@rwriﬁten. ?he 3h&r@ﬂg ed they prefer@nae oY eawz%v wore
| uaﬁerwri%%en in xava cmsaﬁ. ths ia ﬁﬂnﬁ 0 aveld tue wiék
in tua'&%&&i&m%v m& e&wnimgﬁ. ﬁha aamyamitian of uﬂdérwrim‘
Ting ejara tions of %ﬁ@ LEe fnv the p?“i@d mder rev‘sw have
bw@h phown in Wﬁbl@ VITTe124
| %hauwvar, migh% ba the qumntur and proag of wmsem»
%@iting, the ?Imrhas fai&aa-up 8 ﬁig v&nwﬂm 1n %he fieid
of &nder&xitinp. By anderwrinia@ the debonituresn &ﬁ@ bend e
| ! piate level ?1ﬁanclal enll othow ina%i%uticna. the LIO im
ﬁiﬁjihf s vital role ia building up $he iﬂzraﬂuru tuve of
e baekward reﬁxanﬂ fﬁr in&ua%vial ﬁ@valapmenta | L
W@%wiahgtan&inr the obove, She LIC 14 nob ﬁiaving‘its
rale in the 9rﬁma%ier af eorp@ra%a private ssetor éwie%ly.
| But by ﬂu&avﬂib#ng %o dah@ﬂwawaa Plonted by ALY Indde Win%n-
@Lﬂl meti tubions i* na ing;rawﬁg*aa@iatinﬁ the mubaﬁe
limiteﬂ aompanie@ oﬂasu&a theno in 3&?& ﬁrsmate ﬁﬂ”ﬁﬁrute
swét.“ of the Yndian ecom&mv. Ghe ﬁmta; amﬂunt undlerwrl tien
¢0nf "“th the nummﬂ of isﬂaaw unumrwritﬁen by the LT dure
1ng the perded 1975»7& and 1Q65~a6 hnvm heen shovn in Tsbhle
VITTe13.



TABLR  VIiZ.i2

ﬁ*%aﬁemen% “mmmv the ﬂ‘ompom%iﬁﬁ of ﬁﬁdﬁ?‘ﬁit&ﬁf’ f?a;mz'sn mms ot The @f‘
. (Rea. in gamrea} |

.;?-:l,— e

Year Yebenturer and Bamm a:}f M.l mﬂi& ﬁhﬁf@@ and Debene = fTotal

Bonds of State o Bni VERe
level msy‘“ﬂu- Pinanecial Xﬂa‘éi‘ta- tures of pum«:

tionm - I o t..mzxg m hw.mymiea
4y (2 AEeiinie T o {4} L :{, 6;}

mwlwﬂﬂﬂw.ﬂ“bﬁm”ﬂﬂbﬂWm“““““““““““”m.ﬂm“m“““M”“w”m“m“”_

1275-76 43.68 (81.6) 5.08 {9.5) 4:77 (8.9} 53.52 (100.0)
197677 65.01 (86.0} Be22 (10.9) 2437 (3.1} 7560 {100.0)
191718 61.17 {84.2) 8425 (11.4) 3.22 {4e4) 72.64 (100.0)
1978-79 72.69 {77.0) 16416 {17.9) 5.9% {5.9) 94,36 {100.0)
1979=-80 52.06 (64.8) 26.08 (32.4) 230 (Ra68) 80.44 (100.0)
1980-81 61402 {69.5) 33.37 (34.7) .68 {1.8) . 96.07 {1008)

1981-82 10.96 (12.0) 6017 €65.9) 20.20 {(22.1) 91,35 (100.0)
198287 83.87 (53.5) 68430 {43.6) 4.55 (2.9) - 156.72 (100.0)
1983-34 63.48 {40.1) 89.0G (57.2) 2.90 (2.0) 15538 (100.0)
1984-85 100485 (47.5) 111.65 (52.5) niz 212,50 {10040)
1985-86 100,03 {44.35) 125,50 (55.65) . nil 225453 {100.0)

E0UrCon Im | LIf's Annusl -%”&ép&nm aud Agscounts for the yeorm #9?5—#6 g 1) '49535-86‘
Roterre Figuress in the brackeds agninst ench amount in coluwmna 2 %o § indiecte gxmeenta_gem
of the total amount unierwritten by the Corporntisn for thak year. ~3

~J
{2) @ indsenite debentures and bonds of Oontrel Jo=Operative Land Devpt.Banks, Siate
- yineneiel Corperations, Giate Ziectrisity BoardfUorpn. and other Approved securities.

{3) @ incilude Bonds of 21l Intis Pinsncialk Zinmtiiuticmg, 3ike « IDBI, IPINI,ICIOY,eteo,
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TADLE VIII.® |
%ﬁnﬁaﬂﬁﬂﬁng operationm of the LI0 |

- W e e B

Yeany

nmwﬁm“umummn—numAummmmmwmﬁ-—u

Potal Amount ° Ha. of iscuen, Placed in the market
undorwritten , weitton Guringd oy Cran | '*%r.wten in

' the yeay y during the pre-
‘ » the yem" v:tmxxs gaax'

(Rm.omores) -

ww v @ "

197576 54402 107 08 19
197617 75.60 . 114 a9 22
197778 74,33 102 75 27
197579 B%.80 75 | 67 8
197980 BO.4 60 53 7
198081 96 407 1 57 49 8
198182 92.46 ™ - 70 8
1982-83  156.72 73 7 2
1983-84  158.38 63 nii
198 4=85 212.50 80 80 nil
1985-06  225.53 78 78 ni1

Total »  1,313.85 a21 783 10

Nources LE0Y'a Annual Keports
ané sococountme
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LEC R ROLE IH INVECTREE CONPANITH w A ﬁBI%EﬂAu RHVIEW

The role of finangial insﬁiﬁutiona prbviding finan@a
‘ﬁa corporaﬁa moctor has drawn the asttention of tho publio to
8 great exient in reaent years. Thim hes oowe to areata‘a
.10% of confusions and mnisucdersisndings betessn the mﬁnaps*
nent of companiog finanaeﬂ on the one hnn&. and the tinanaﬁal
innditutiona yroviﬂing aueh funde on the othor. Althoush
this isrue does not fall directly within the acope of our
@maeéat woxlk, yvel, the topic hes gained an iwmenee inporisnce
in the Indian press, it peeme periinent e include the game
within the purview of osur piudy. Horeover, this imnue ia
dirveotly osonnected with the investment policien of the IT0 o
esvecinlly in the corporate pzoator, the pmme deserves &

aention in any work rolating to iavestmend policy.

Praditional Role

Notwlthopianding, limitations on the investment of 1ife
ingursnce fund into yartiﬁﬁlar gompany, the life insarers
throughout the world hold & substeniisl holdinge in a yartin
cular companien, of course such eimes are very lislted. In
ayite of subgtential fineneciel stake in %he-inVGﬂtaa conpenien,
the investing 1ife incurnnge cnayaﬁics do not toke spme dage
reg of intevest in the aan&gaaent of the anmpany as the
ordinary ghareholdors do. According fo tradiitional ¢onvene
tion, the insurancs aoapaaiaﬂ tmy %o koup thempalven aloo®
f?om the asnagenond of the investes eompmn&be. H@ﬁéyer. in
ﬂoiﬂg 20, they indireotliy keep alose vigliance on ﬁhe.@verali
p&xﬂarmana@ of the concemnod oconphnioesm. &auomﬁing'ié'ﬂrimm@r



“ﬁi&a inpurance Companies have generally proferred to sell
%héir holdings when the corpornte porformances falli short
of erxpectations rather than engage in extensiva efforts %o
reform or roplsce the existing mnmageman%o while thins bhehoe
viour might have lLeft the lepe ianformed investors to bemr
the congeguencies of man&gérial shortoonings, 1t bhas freed
the insursnce componies of pomalible investnent in strugoie
for corporate controi®’,

7 However, st timem, such bshaviour' booomes extrencly
aiﬁfiaulﬁ, if not  inpossible. “The unioading of any large
‘gbock of shiros raimes practienl diffioultiep. Hence, the
' option to Bell awdy the holdings nay not be ‘alveys available
%6 institutional holders whioh will have 1o exercise willye
Hiily effeotive cuntrol over the perforpance of the cOMPhe
'niéﬁﬁiﬁ'drﬁér to safegunrd l%s invesimende. In the new -
@ttuntion, resulting fron 4ho changes, the 0ld inetitutional
atiituien of keeping eloof from N managenond bsaohers illew
”“gical"a.kﬂammenﬁiaﬁ on the pavsive role of the LIC in the

'managﬁmaﬂﬁfsf'ﬁha'iﬁvegtae'QSmbﬁh&Qa;‘th@ Indusirial Ligene
' ﬁiﬁg ?bliay.EnQuiryﬂﬂb&mifﬁeé”6%@6?@&& "o do not underpiand
why the governnent hes agreed thet inspito of the UIT having a
anbatnati&l mharaﬁo&ﬂera in tha I@I@I. i% ahnulﬂ not part&-
ainate in %ha mana@eaent.-éli at&%& agnnqered 1natitutiaaﬂ
_ ahﬂulé aet&v&ly yarticipaﬁa in thﬁ manaﬁsaent of the inveatee

e camnaqiea“g

1. Priamer: Life Inauranea campamias in ﬁﬁpital ﬁquet.
_ gichigan fitate Unlverglidy, 1962, Dp. 363.
20 upta; LHeCay LI0'e Ind.Pinance and Qnrt @ant.ﬁam.ﬁembay.
coo Annued Rumber, 1974, D 190
3¢ Conmitteos aﬂ& domtise in Inﬁiag ?01.?311;@.125;Quo%1ng Irdst.
.. Lic.Polioy . In@giwy Gonm.(1967} under the Chairmanchip of
3}:‘9?. ;,ubiaal utta. -
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. Aaromﬁimg o ﬁ.Y. Rhan. “the mere uregenaa of gucﬂ A
1&?@9 inmtitution&& ah&raholéer ag uI6 is bﬂund ﬁa have the
eﬁf@ct of pramﬂtinﬁ graat@r finanaial aimaipline gmong aann
garate annagaaen%. ﬁor@averg an &am been uainq i%m vsﬁing
p@war iﬁ varioum Zoyus againa %ha 'erfinp‘ man&wﬁaent of
e508 aazpnr&%e en%ewpriﬂam. @u@h inzervantﬁon in anrporata
maaaa@ment ia an intemral garﬁ or th& evara&l poliay oz the
g@vernment of emglaviny equi%y haléinga uf azl publia finan-
oinl inaﬁi%mﬁiona for enl&rginﬁ e role of gtn%a 1n manape-
mﬁnt and aontrol @f aarpar&%a inanmtny"1.

| ﬁorpurate @ontral hy EI& end other finanaiai inﬁtitu-

ﬁione depwnﬂs main&y on ﬁhe quen%nm of invem%ments 1n tha

equiﬁy @huras af B yartiaular inﬁnanrial anterpriﬂa.

| nr.a. .&uptg haﬂ ecndu@%aﬂ & surwey on tha pattsga ot |
eauity haldin@e in %he nxivate aemtar. Aeaording to bin. -
mbar@ho&ﬁing oﬁ eampwniam 1n Inﬂi& *ﬁ ‘nok wiaely ﬁiﬁfuﬁeﬁ o
huﬁ ie l&rgaly eannantrat@a amon&aﬁ fn emall growp af 1nﬁi~
vi@unla. ?herafara, hIG'a equity holﬁiagu halow the %ag usﬁ
equiﬁv haldﬁrﬂ wﬁl& he of imaignifieant aiﬂa fyna the point
af viaw of aantral. On analyai@ af raturna by ammnanioa |
liaﬁaﬁ Bﬂ Eelhi mﬁnck axahan@e. we have fouaﬂ th&t uore | o
ﬁham 705 @f the rharas are hﬁlﬂ hy the top tan shmre-hclders
iﬁ the yaarm 197# mnd 1974‘ @hia ie furﬁhar eoraborate& hy
aneshar atuﬁy nmvering tha eompaniea ligtaﬁ on Mmﬁraa ﬁ%adk
ﬁxahmngu“a.v@hough equity holding pattern hae changed in
rogent vuarp, the haaia fe@tura xamuxnm nnehonged,

10 Khan, MHe¥es Industriel ?inane@. “&%& Kugraw H&Ji ?uhli-4
" shing Company atd., 1982. Pe 400

3;1 Gupﬁa. J.L.. Corporate Janagnm@nt anﬂ ﬂaaountahilitvg
: H&Mi.ﬂ.lﬁnp Mmima. 9?49 Pe JRe
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Rﬂ1§ Unﬁar ﬂhangnﬂ ﬁonﬂiﬁi@ne

"”ha r@le p&ﬂyeﬁ by ﬁhe LX@ in the inveatae uampaniﬁs
hae gaineﬂ imnorganae in ?eaant years. A& tremondous change
in the aaciansﬂonemie conds tionm, inorenme in the volnma of
iﬂvantmenﬁa of €imsnoial inetitutions, introduction of vone
verting loana and debentures into equitios have nesessinted
& chenge in the role of LIC an o shaveholder in invemtaé
emmpaaiea. Making an abservatian on the praﬁent role of LIO
4n- the ﬁmvpnrsta ﬂ@ntr@l, D Guy%a abaerveﬁ, “It in wnfore
‘tmnate thaﬁ the aﬂnaidara%ians whigh have. leé tn araation of
suon @onolith ware unva&ated %o canaideratisna af acsnaaia
afﬁieien@y. The ina%ituﬁien i a@kf hna am&a ta ba viowaﬁ )
1evera af pawar ovmr privmte aaaﬁnv f&rma. maﬂing the rm%a of
, ra%urn aarnuﬁ on inveaﬁﬁenﬁs aa 1rrelevance”‘ | |

. Th@ fallawimg main raaﬂana ean b at*ri@mﬁ&a to tha
change in *he bghaviour af corpor&ta ﬂonﬁrﬁl by the fiman-
ciel msﬁtutwnm | | |
_ A auhmt&nﬁial 1nnvaaae in the vuluwﬂ nf inveptibla
fmnﬂe nt tha uammanﬁ of axa haa anmpelleﬁ it te invast BoXe
:'an@ BOTE ”ﬂnﬁa in tha yuﬁ&ia Limited asnyanias. Earlier B
"3aasive rele with ind“ra@t eaatral of tha managam@q% ot
‘inveetee ea@p&niea ﬁnu mmﬁfieient to aafagua@d 1%5 iatereaﬁ.

%aaandly, mam% or the rhareholdara of a eompany are
qmite unawara and uninteren%ad in iﬁa perferuaneeg. Hence,

taa;ng 1n view tha puhlia awnarmhip and aima nf ita halﬂinge.

%o ;Gupta, JieCoyp ﬁﬁtﬁs of aeturn B on xquities - The zﬁﬁaan
' Expariﬂn@a. Qmﬁbrﬁ ﬁniversity Preas, 19@1. De 141,

2o ﬁhiﬁe, M.R., LIC an -Shayehold e, ﬁamaaraa. Bomha?p
'“..Anaual Hunbex, 1969 Po 102e. o
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the LI0 hes to nasept vdder responeibility not only towards
ite own inierest but also towards the intorent of numerous
ungwaye and gpentitered shareholders of % such aompaniee; Heonow
it hag %o act ap a watchdog of the joint—ataﬁk enterpriam 4n
the country. .

?hirﬁly, whon investnent turne out to be bad or subge-
quent discovery of unsound health of the company thf&wu b T
ponaibliiiy on the 0 for remedisl mensures. This oen be
aheekad to 8 great axtent av autive p&rtimipatian An Hanoe
gauant. -
| | Faur hly. %hreurh inmtruetzsne the Pentral ﬁ@vernmaat
:bas aixeotﬁd fineneinl inetitutions inaluﬁinn LI %o toke an
askive .part in the mﬁna@eaant of the Tinensed Qams&n%?a %o
,safaguaiﬁ ite own interest ap wal;,aaAof raasive pharehnlders
in generale. A raﬁ$na1,obanga‘ﬁaok{pl&ao,in,tha,eagly 4 ag?én-
tiep in the attitude of public Pinencisl institutione in this
reppeet which requires ¥he public finaneiel ipatitutions to
.take an active part in manayvmant.vy , , o ‘

o Pifthyly, an eotive partiaﬂpation in management'hv the
finaﬁcial inptitutions like LIC is hound %o nske tho menagenent
. of the company concernnd vigiient snd slert. The earos whove
the nanagensnt is found lagking in ite performence will not
bé able %o,&ngavq thé‘heawy preanure orerted hy the L&c.an‘
“@u¢h,§anaﬁqﬁ@n¢~for.aafeta of the former's capiilel invested

in sueh nﬂmganiegi, .

1. Parnsh. Futura af Jbinﬁ ftoack Hntarpriue in Inﬁia.
Eﬂ@bay. 195@, p. 190, o ‘
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| aixﬁhlJ, the Inﬂmstrinl Liaan@ing Ealicy Enqui:y Connie

%ta@ (ILPIC) hap baen very ariticnl of the laiamama-faire role
ef the LIC pnrmu&n% to the polioy diraat&ve of tha gevernaant
that the LIC ehould not aeguire conirel ox p&rtia patn in the
4 managam@nt of any concern in whi@h it haa 1&%@@3@% m&&ass

- exceptionsl olrounsiances wagr&nt;much partisipatzan, Tha
Comnittee siated that the poliay of not intereforing with the
é&n&ge&s&t of the eonaérﬁ in uwhich it holde equity and usue
&lay not even appointzn@ éiractara on the Bnamd. haa nade the
, &Iu a ploaning p&rtnﬁr far thm maaag@m@n% af tha wﬁneevns1.
Hmphamisinm on %he @f’&ative cnntr@l bv the fin%ﬁaial
~ dinptitutions, the !nduetmial;niasﬁgiﬁg-?éliqg-rnquiry;commin
-‘ﬁﬁaeg.ﬁuw%her.painﬁedf@nﬁ;%hét-%ha iden of non-porticipation
in the managenent of finsnosd companies by the ftate mnd the
‘Pinancisl inetitutions sheuld be ‘Lirmly® set apide and
dédrect. 9arbiaimaﬁian should be mofie by Bhe LIC and %he UPL.
-vﬁcc@raiaﬁ:ta the dommitine, “"Thiee would mmurs %h&t:,hm
managenent of indusiry iz condusied aea@%ﬁ&ng;@@ the polie
_oies leid down by the governmont and that public intersst
and not wovely yprivaie ygbfit wawld:ﬁuidm th@ opﬁraﬁibns of -

the largs indastrinl undoviskings i@-ﬁhﬁ.privﬂﬁa_seetgrzg

. %he roasons given for active pariicipniion in the mante
“genont are, no doubt, ressonsnbie; logieal end inpressive.

‘(Haﬁmfa?;'aé@tain graétiaslvaiﬂfiauziieaAaaa‘esmpiiaations’

ST

9. a.o.z. Report of the 4ndumtwisl Lieenaing Faliay Inquixy
Gommi ttoe (&aia Report), pe. 180.

2, Ihuﬁ, Do 187
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'asgsa in the iupiesentation »f such high,sannﬁingyg&iﬁ@iplae
gnﬁ;pqliaiaa,auﬁ'%g division affXaﬂian,@ﬁenomyfinta;ﬁwh,ﬁiat-
Aned sectora o pukiic and privaie). The overall iden Bohind
rotive partiqipation in vansgesent by the ingfitutional ine
vestors im no doubd, %o create the henithy atmoephers in

the joint mtock enterprises in;?naﬁa ond,; %o ooks .the
ﬁa@agegent;maxa efficlent on the linem of prudent huﬂin@gg

_ ana damm&reiml policine which in fturn will serwe %he inise
meﬁt of the natlon ap whole, Hewavar. eerdain ﬁif?iculties
snd prodblema crop=up in luplenenting of thease nalieias. fone
of the practiond difficulties Preed by tha invagtorg nay.
_EEiefiyghe snumeratsed m@ffgllax@am« '

1)

»éeveval*hundre& pwivaﬁa‘eeeﬁorléamp&niﬂs.fIt'im;'therefnra,

of Birveotorme The LIC has 108 holdingn in

8 f@rmzdahle task defors - vhe LI to - £ind profespionals in -
aueh £ lerge nusber ta aet on the Boards of the campaniﬁs
-eanaerme&. There ia alma@t n@aruﬁﬁaylata donrith of zuch |
"manag@riai taientn o mmnape th@ ﬁffaira of layge number of
@xinting ae well so the fortheoming indumbrial ﬂn%erpri@oa
uﬂder aifferent developaentnl programnes, R

2) "ﬁ@@'%emunar&tiqnzn - Bhe r@munara%iaﬂ wnﬁ e?hav DT
quipitaﬁ offered io nominated diveetors by the LI (ae well
ag o%h@r financial inﬁtihutigns) e somparativelg ﬂs 19w
x%hat o manawamenﬁ epocinliats ip willing to aacagt auvh
ﬁ&affera.

'33 . ggggwﬁvgt;amzntey5at(
b@ﬁy or anybndy invto diventarship of 2 ocompany will nod

,nffﬂg;&ﬂt@xq‘n . 1n&uezinr EOMO=

perve the purpone for which he ig sppointed, Befove spp@int-
ing a person &8 diregtor it has Yo he meen that he i3 well



‘@nnvermant and ﬂ@ﬂippeﬁ for ﬁh@ jah. Ir thig ~ig not anne. F$
_th@ para@n 0 a@g@iat@d, inataﬁﬁ of aervinm the inﬁaxaat @r
tha invaato" way holdenn 1mport9nt ﬁeaisian and @veu nimutie

liege hig power for his own vastad intmrawts1

« Apart. 9rcm the
parasna& qualitia@ of The ﬂiremﬁgr thara ia 1 questiaﬁ of
quelity of interest of sush diw@atsr whieh Bey breed vari.s
ous questiona relating to 1agalmtj anﬁ marali%y;eﬁpééialiy 

ﬁf trading by ’inaiﬁere’g

3y Thefindusingy porition

@f puch &iremtﬂra rainwa 1) baeim ques%inﬁ that WLQEQ intgm

ract these ﬁireaaorﬁ a“a guppgsea ﬁo zafe;unrﬁ” abviwuslv,
thece diredtors are supposed to sowve the  interes® of the
*&ﬁfnihﬁiﬁﬁ muﬁhorﬁ%y,‘&&é}?ﬁawwvéf; tﬁ@ éﬂépﬁﬁiea Act does
not make any ﬁ%&%inctian Botwoen gne directar and the other,
mhug, they have o wwr? in %h@ haﬁt inﬁerem% of the ﬁamnsny
R a whalee o

4) ﬂmat‘licet of "*nwranggmu ”‘hevarv forma,tien ef *b

%%ar Boards of Direciors one group of thmm mleat@& by the

| p@neral shereholdeys of %ha agmpany apa %he e?her nominated
: %w the LIE is bDound %o bring cnnfliata be%waan %wn Zroups
~on one ismue or the othere The formar g?auy will be inte.
raataﬁ in %he ovarall int@rest at tbe comp&av w%eveas the .
latev #rnm@ will m&“nly be inueweatﬁd ta yrcteqt *he infew.
reet of their ~~ngmizavor. Zhim in tﬁrn will advaraelv

affect the porformence of ﬁhe aamp@ay“%ha Eﬁ&@ﬁﬁ% gtﬁt'@:

4. Paraﬁjape, &nuly@im af ﬁutﬁ @oww;*tae ?enurt. Euonﬁmic
CWinegs Mereh 45 1970 '

2, LOUIR LOUE, *The Fdusiary coaeapﬁ ne Applﬁ@& %o zraﬁing‘-
By the Corporate Inaidarn in the YelsAs The Modern Law
ueviww, Januaay. 1970.
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oape is one of the most atriking exsmplie in recent history

vhere the LIC and the manngement of the BECORTH had o fight
e legal boitle for their own rigshte in High Court end fuprewe
dourt Por about thrae yeavs jsopordising the interscsd of the

goapany a g & whole.

3) - Fear Poyohgeis of Invertes Unmpanyie  The wanagement

of the companieg, in the private sector Goes not rvelishe
svan the idaa of sgharing pollioy paking nrocess wi*h the 41C
,namineesg ‘h@J aiwaya appwahend 1a%eﬁven*ian and suoh- direct
 int0r£arenae,zaac®v&in? o th&m iﬁ & baa&daar natian&liua%ion.
Fhey are alwaye afraid of leakaga of a@rt&in imgert&nt infor-
caation by'namfnﬂe:diraet@ra which may adversely aflfect the
Puturs Drogranaes % the. inveataﬁ conpaniess Pollowing the
Bowbey Uigh nourt juigement in Fscorés VI Union of Indis
(LX2) onre, the ﬂsamxta end DeGelis suffered & sharp seds
baok on the Delbl Slock Marked on March 15, 19847,

 Another unobworthy inndsnos of LIG's colive dniorvenw
tion in managerial affslire is ix dhe Punjab Hadlonel Benk

L%. In Shia cope  the X0 forced Tthe nanagement of the

. eompEny, whoas banking business was taken ower by the govd.

o revise upwarnis disiribeiican do The shareheldsrs oul of
the compenpation monsys reselived Qn,naﬁiangiim&%isn of the
banking businesn. @he LIC's own ofquity holdings din $his
perticular  eace wie only sbout 6% of the sompany's totel

aguitv2¢.

E 1 . Laks Emha,, Haragh ﬁgmi?gia '395}43 Da 135,
2o Guphn, Leile, HIC's Ivdustrial Finanas and Corporste fondrol
uon%aree. Bombay, Annual hu&har. 19{4a De 193.
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Aft@r gainp %hraugh the prospeots ana diffiaulties uf
&ir&et and na%ive partioipation some ways and me&n& h&va %ﬁ-
be found out which are acosptable to both n-inveatars end
the invesise companies. Franing law'on the paper ie one
thing and 1te implementniion in practice is anathaw. FVer-
%hing enforced by the siatute cannot be pxﬂetiaable. Honas,
t&@ framamg of such laws nust have a forehand knowiedge
about the difficulties which will orop-up in the iwplieomens
tation of puch rules. ¥ hip short sightetnoss is the main
roat of nll conflicis going arsund in alwnost all affairs of
the eeonoéy. It io a direct confronitmniion betweeﬁ the ideo-
iogien, the pubiio seaetor, famoug for its inefficionoy and
privete soctor known for its profit motive.

A charp deciine in ‘the investment %o privaﬁa cootor by
¢he LIC in recent years ip mainly due to the conflict of
interents on the igaueféﬁreeﬁ partleipation. The number of
cbmpnnisa Tinanced by the LI in the private soglor 4id not

show any eppreciative increase during the period under roview.

Por inoiance, the total punbsr of companles financed by the
Gorporation was 249 as on Bist.iareh,1976 whioch rempined ot
%1% st the decnde ﬁnﬁing #arch, 1985, Thieg indicntens thatd
% eithor the 1IC ig mot williing to nvest in larger number
of? companies %o aveld the complications or the industrisl
interprises are not anproaching the corpozétion for foar of
direct contmol over fhai@;&anag&maﬂt. gone recmnt inoidents
confirm thie view. Such mﬁ%i%uﬁea of bothfthe parﬁiaﬂ ére not
appreciable at all, in view of the progress o2 the natlon.
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Henge, pome mnsnsurea Lor future action to aélfe thip
e@mplieati@n may be puggesied. They arer (a) A alow baginninr
to start with in %he companier wherse the interest of the LIO
is not substantial, In such oases instead of direst interven-
tion, the LXC should 1&&39 a continued observotion and =%
vigilanoe on the companie’s mansgerisl performunce through
- different veporis, returanp, freguent puperviannwing etc.

(b) The LYC should maintain a lieson with other finencial

inptitutions engeged in industyrisli financs and poeribly by |
'f@rminp & aonsortinm with %hem mines thama 1nmtitu%iana have
beﬁ%ar appraieaa ma@hinexy and alaee aantaaﬁ witb vompanies.

'*“(@3 the X6 should maintaan 3 aantiauouw oon%ﬂ@t With the

'Zmﬁian @nmpanf Zaw Baazﬂ w%iah ﬁ&n aoaarﬁing 30 pmﬁara vamtaﬁ
in 1% unﬂﬁr saatiﬂn 408 af The @nmya&iaa Aeﬁ. 1966; 1nd1reet¢y
apyoin% Aireotors sn muuh arring eampaniam. (a} Ineteﬁﬁ af
%akiug aireat u@n%rnl of tho Boamﬁ. the LI& ahaul@ tako _
inareasing int@meat in %ha elam%ﬂgn of %ha neaaars of ﬁhe
Poard of ﬁiraatorﬂ - eapaqially chaiyaﬂn ana ﬁﬁn&@ing ﬁirea-
tove. Thia would h@lp ﬁhe (3 tﬁ have an iaﬁirent contrcl |

" oved the affaive of the aomyﬂnys (o) Xn.aaaee. whare the
Lyets 1nveasmen%s ise aubﬁantial an& tha pavfaraanaae o the
@ampaniea are not aacov&in@ t@ @mpeeﬁion 1nmp1te @f 1ta ‘
inﬁirecﬁ m& unﬂeavaur. ﬁh@ uﬁﬁ ahaﬂia oxerﬁis& 1%5 pawar

'of mmminaﬁinglﬂir@etora an the Baa&&s ef euah errﬁng aompau
nies, (£) Tinaliy, the phath ahoulé pay agamial a%%emtion mn
the yrafeﬂaionaliﬂm in %he manawemen% gf aompanias conaarmed.



QE)O
Bse@ the ?rasent Invectunent Poiior of @I? Heet Larve Th

Fhe nageive funds wder the cowmend of the LIC belong
to ths poileyholders., Therefore, the Corpovation, must desl
with thomo acdumulated Tundam in the capaoity of o trastee on
hahalt of itn paiithslﬁ@rs. Thim implies that the fundamen—
tal obje@ﬁiva which shouléd govern the invesmtnenty pa&icy of

guch funie be framad in such a sennexr thnt 1% shouid earn
mazisun return along with safoty of capiial. The govorament
gnd the LIC agree on 1% by comnitiéing Vhat "its prisery
obligation is % to ite posiicyholderas whome maney it hoids
win %rast“1 , _ _ ‘ ,
... the BIC, as & %rumte@ of funds of the polioyholders,
”‘is euppoeed not only fo guaranﬁee the safety of funds bub
alse. to esrn meximum welturn on“itsninvaﬂﬁmen%,ﬁatraauea;ﬁha
cort of insurance. The effort o inerense rale of relumm
Qbé@smea,axl\the‘mere'imngzﬁnnt,ghen it i@;knawn,%&at an.
,iﬁarﬁﬁaa in %the raie of interest yleld by 1 to ﬂ¢§;p§ﬁnenﬁ
on. ite investment would reduce prsmiwm raten by 16 to 20

... percent on Indowment Anpsurance and by 20 to 0 percent on

- Whole Life Folioy. However, the LIC “does not pesm %Yo be

motuslly conclous of its responeibility %o act in the spirit
egvg_truﬂtge for ﬁhn;g@l&m&hp@ﬁﬁ?@ ﬁnﬁ.h&aTzailaﬁnquehmw the
._sa@é dﬁgfﬁo‘ofleﬂﬂq@:n,ﬁgd_ﬁﬁliﬁiﬁu@e for the interert of the

.. polieyholders inhthp mas@gemqnt,@£~tnsir funﬁa,@a_a‘truaﬁéa

RN ¥inanee Minipter Statenant in Pariisment on 25 Aupuaz,
o 19)8, in the poet Mundhra « opiacds aiariﬁying Gavt. B
siand on Invemment peliqy of the MIQ. :
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should norwelly aont, infortunately, the above stricture

mads by $he A.R.C. about 18 years age still holde good.
Dur sad obmervaiion can b8 proved by comparing the net rnte
of yield enraned by the 10 and other nmedis e of s&vinga¢
The net yield on LI investuenis inoressed Lfrox 7.13 ﬁ@m»
cent in the year 1976-T7 to 9.87 porsent in the yenr 1985-86+
These figures are coneiderably lower s compered %o yield on
ocher é&vinga nedie like UusT.Ie. postal savinge aﬁpswiﬁg éta.
2he impartaaae of aa@&ua%e yieid %o yolieyhalﬁpra

?;eannot ha avamnemphaﬁiaa&. With aueﬁ waefully lmw retarn .
73:5 cannnt expec% 0 beram@ the mamt atﬁractiva xsg s&v&nga

;‘1meﬂium of the a@uu%my. %hiw ﬁn&l oan be nohieved. only hy
'.ite Juﬁiaiﬂug invaa%ment p@liey whioh wnmlé gunran%ca

‘mﬁximum yield on ite invaaﬁmantﬁa

. The X0 is a 'e&pﬁive inventor'. I% ia, ite peennp

_auhiacteﬁ o greaaura by, ﬁha gav@rnmenﬁ wﬁieh Inkem awsy a
'.bﬁg plige of ita aasn&a in aadiﬁinn to that yortt@ixa which
,@tviﬂ_ﬂﬂﬁtﬂtﬁwiiy %Qquirnﬁ ta,invaa% with it. An iaa%angg

iﬁ,iﬂ?éﬁ%&@ﬂt ot Hea,262¢35A¢rﬁrag.in loanas an&‘d@pasi%ﬁ
to/or gg&fggﬁaeé,ﬁy;%h@ govern&ﬁa%.farhwhiah vhere. ia e

'@%ﬁﬁmtdmy ah&i@étinﬁ at ?ataa éf retutn whiah /8re. 2 ta i

less then. the ratee o&tainnb&@ en @%ﬁer avai&ahla investe

.,ments e.g. loana on mnrtpagas and. mﬂ*por&to aaaurities.

o body w»uiﬁ egnaaa thia 1nvsatm¢n% Buk tke lonn of intam
raa% on i% in certainly 8 matisr of aoncern. vhy should the

i,f &ﬁmiﬂi@%&&ﬁia& Reforme ﬂommiﬁpign* Vorking Group on

: aife Enﬂuranaa A@winiatrnt&am, Reygrt, 1968, Pe 83e
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ﬂcrparation nat aharge aarkat rata on auah Leans anﬁ aepnmitn
when it 1a expccﬁeﬁ o funataon an canuarmia&.Lanaa ie not
quita un@mratanﬁaale.

Fin&naing uf ﬂavalaumental planu of tha e@untﬁy 1@ one
of the imgortant @bjectivaa of nutionaliaatian. Governaent
wouldd nermaily regquire €onyaration'n finanao for varieua DPlen
aﬁhemea but as a tongoguence it mumt not allow conmereisl ine
torents of the organis&%ion %a nuf’er. ?ho Aﬁainiatrative
"Rafarme ﬂau@isaien Wnrking ﬁrmup bt aonﬁ%rnineﬂ ﬁo ohaexrve
sa fbilowm‘. : : S D

T ayg feal %hat the egzpnvatagn shoudd nat have been
~Treated hy the Gevarnnent as & mi&ch»aaw. o« s o o to the
deterkusnt of the interasts of yoliqgholdexﬂﬁ";_i |

"o expact the ‘Garybmman ‘%o mequrmE the bast
-dntérest of ?hé poidovholders yrimaiilylanﬂ prbuate iife
insurence dn Indis and a*@ the s&ma tiwe doprive i% of
hivh&r inasme, which 1% aoulﬁ ‘have otherwlpe eBTNned bad
it not teen Tfor mﬁ&tu%o:y 1isdtations and o inﬂiraot
e&mpu£ﬁi@nﬁ 15 tantapount . o ﬁtarvimg the henmﬁhaﬁ lg-
expsoted to iny gmlﬂon egga" .

te  AB,Cs Working Group Heports 0. citas Do 157.



