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~he LIO tinanoes the private oorparate ont~rpriaes 

by oontributiu~ to their sha,ree and d$ile:nturee sa well as 

and short-ten-a loanf!1. $Ahe proportion of' induAtrinl seeuri­

tiea i!'l the port:!Tolios oil' l.-ife insuranoo eompm1iea in 

industria.l~y Rdvanoml ooun1ao;!E!!!J of' th~ We~t it~ much more 

bi.~be.r than vibat '\Ye nee in ou.r ootm.b"y. It:!!ain r~ason of such 

port£ol:io behaviour :ta the hi(f;lH~r rl!tto of' :rat'l.Wn }n"ovided 

u:n~1~r theme ssmlrit:t.ee in tJom:pr..lrioon to government and 

oth@r a-pproved ·eacu.ri tiom. LovJGr re:tum on f\OVel~lmen.t fl!ltl 

other nppm>ved seH~W."'i tiea 1$ C\)tnDetu~nted by th~ hi~har yield 

on ·corporate soouri ties ~Jhi.oh in ·tum roakaa the J.if'e ineu­

ran ae chea.pe?. 

In India., however., the invoatt!1GJI:lt po:.t:t~QY of the life 

insul"an ea oomJlaniea lla.s be0n oomewlu;t't tli 1?'fer0n t fron1 the 

life insU!"e"'e in the Tfeetern OOt~utries. This v~t.rianoe in the 

:tnveetmGnt po.lioy might have been due to reason~ ~ike lti:ffe­

ronoe in industrial g~~utb. standard of oduoation, enci.o­

eeonom!c eondi tiono eto. prevsl.ent .in tho sooietiea. l!l:t'lj_o.r to 

na.t1onaliooti-o11.1 of ,l.:Ure ilusura:rkOOc bu.aineea in mid fift~heo e.J.l. 

the insure-no~ aompan1e1! were tt."lcLer the private neotor l'~U~e 

thei.~ eount{!trpart~ in the l-Yestern eoun:tri0fh Uov;ever., the 

statutory control. by th0 ~~~vel!'llm&nt on the. investr1ent 

po~icy of oretwhil.e irtewJ'e wae Vftr:; b:.igh. This is evident 

from the In11:1ura.noe .A.ot. 1939. Under vuioue :p:t"Ovioions of the 
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above J\.()'t;, the i~u:.n.lTnnce ooropF..tni&e oa.rcyiJlg life insurance 

hus1nese were dil'eotelt not 't6 invest ruore thnrt n oartain 

])ercentage o:f their Li·te I¥unds in tho seourl ti&~ o:r the 

corp()rate n~otor. This. IH~rha.pe had been dono to c r-e..ccte eon­

fic.lenoe in the minds of pol.iey-holdere. 

This ia an establ.iehod oonvention and tradition thnt 

the ~ife iur:m.re'f. iuveet n. oerta.in per con ta.1~o o'f 'their ;life 

:furu:le ·in. tho government aeen:n."i,ties irrempaotive of· statutory 

· reqW.remG~nte. ~h~e trad·i tion it~ in vogue einoe the inception 

of modem J.:tfe i.nenran:oe 'bueineee throughout the \rorl.d. 

t~uah prefe:rerioe for govt. so our! ties ha~ 1 tn ov;n ·ad vnntagee. 

{}ov~rnmant eecruri.·ties ar4) treated au giJ. t-edl~ad · seourt ties 

and pronaa· to easy eo.nvortJ.biJ.i ty into cash .. The nature of 

·oueiner:m of ~ifa inoill"'~ln-oe tieoewns ~ltlnh :rrrefert'Ulilo· for 

meeting their unforaean i.i.abiJ.iti.ea whi ~h tie.y ooour tit any 

·'time.' 

·Right from the beginnin~ of i.ru~ura:~nco bufl.1inoa.e in 

this o~·.n1ntry avGn · befor8 p€\ssin~ In~rurnnco J~,,'}t, 1938, IndiP..n 

·:t~H14urere: i.u~utd to inV0At ~ajor !)Ol"'t,'ion o:f their inveetibJ.e 

f'VJ1de· in th$ govemmellt aeouri ~i(l)Eh· Tho' £;1UOOees o.f rut insu­

rer in tbo·ee ds.ys Wf.l.e to n grao:t extont depenc.led ·on·· ·the 

degroe of thoir ·invea·tment in tho governmsnt eeburi ti.em. 

· ·Thi~ tenden.ey 't~me· part~y· ·a ue to .indi.root: {f.Overnment pre­

aeure and partJ.y -tor fanr of loi:~.ing poop~e• e aonfi.tlenae • 

. But one· thing· shou.lc:t· be remembered that thoeo ·were days 

· vihon aJ.l. tho inaurant3.fl oompaniee we:re Fun by big business 

anterpri.eea in tha privata sootor. The a.i ;tu.e~ti.oil han eo~p­

·:tetely olu.mg:ed ainoe India ~ni:nin~ l10r 1nc1openda!ioe and 
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specially since :nationaliaation· of ~ife in~urn.nao bu81naas 

in 1956~ f1"here ie ftn ovora.ll. olum.ga in aJ.most every aeotor 

of lndiell economy. Ind~atr.ial production baa i~Hl:t!"eaaea many 

times. S.P!leoiable 1mprovemon't iu stm.nd~.l'"d o:t . oouca.tiot'tt 

hil?.her growth in na tione.l and JU~r capita; incocH~, mnmruQth 

growth: in the nUf.ltl,er. of faetoti.ee ~.nd indu.nt~.lee; oapi'i.al 

mnrltat beeomit1.6 more. organiaot:1 llnd en on. ln. li.ght ot the 

ahove dev~lo}-,men1; and ohangoe, there i_, nl.mont no change in 

i;he 1nve~'tt2lent pol.ioy of. the J!Jitl in ref1J)aot of corporate 

aaoto:r. ~here im no de~rth of ~rporate at a0our:J.tiee which 

me.y be regarded as infttrior t~ government eeou.Y.!'itieo both 

from the points of' v!ev.t of pr-ot1tt!.bi~ity as well as oo:rety. 

Uetu:rn on auoh oo.rpomta sr.aou.ri t:tee is much. mora hifther than 

that ot g;ovornmont seoul!'! ties. 1ii!u.oh inves:tm&nt policy- of the 

corporation does not stantl on tbe ori turin ot 'bu.~iness 

princip:J.es' ae provided in the Li:f'e Insurance of I::1din Aot, 

1956. 

Th.e present investmcmt policy of the l~J:C hae nothing 

to do witb ao Qnl.l.ed 'businee~ priraoip~es'. Aotaally the 'f 

ftnlds of millions of emnl.l. as.vere are being :plRced a't the 

diSl)OSU of the ttovernoQnt year nfter year to lJ~e uti.liaed by 

the latter· a.a the~r wish. fakina; into can:side.:rtJ;tion this lope­

sided investment poliey- which :.less :w stu~ve~ the interest of 

the ee.vorG and the more :the Oovernm.en-t·• e. :!n"taroat, &Wms o'f 

th~ leading eoollOmiote hsvo expl?essed their opin:lone tha.t tho 

va~t funds m.t tb.e dispoesl ~.,:e t;fut :biO isY ffan sddi tional souros 

fJf financing the Five Yaalr ~:Lanfl by the Govt. of' lndis"1• 
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Some of the advoo~-tea ot so-c~.l.lea eooialist:Lo nattern of 

aoaiety· has gonG to further ~t~nt that the entire funda · o.'f 

the LIO . $houl.d be brout~bt u.nd&r d!b~eot aon ·trol of the govt. 

so as to f'atli.li tato oven l.o.rger inventment -iw govcflrnm~nt 

s~curi ties. 

If fm3-' ain.gl.ft it1oident i~ r~spons:lbl.e for the preaent 

inve11tmerlt po~ioy then it i.s "Ml.UTdlm Epieotl~i'"· whi.e,b ~mJ!~lled 

th~· l~~ovetT.,mont t~ sm1re th.e statu.to:1ey" oontroJ. muob more harder 

inetead of li berl.i sing it. tJ.undhJ=!ll, E.I•i.~od e rai.a®a ·the 9Uspi­

cion in ~he mindfl of the people .that hn'iv :tar tlloi:t" inv~st­

matlt£! w.ns oate. file gowertt!l'lsut ~e to l"erJ..ise tb.nt how invest­

men.t of :1~!0' o fund.e i.n ool""_yora.t@l socrtor aeour.i tie$ ooul.d be 

suooe~etUll.y u:tlil;tmoo t01~11l\'"de tlistr! buting favour. 

LXC' e invsttti!e.nt in priva:t~ eeotor oorpoz;ate ~EH!Iu-

n ti~s inol.udea investment in eqtd. ~ E!lharef!¥, ]:)referenoe 

shares M<;1 d~Jbo-ntu.roe. Thea~ aeQtU'i ti«~a do not :i.Jlolude the 

nmoun t n.dva:n eed. by the Corporation as l.on~. meeiium and ehort 

terw :Loans. Durin{! the :fi.ret decade o:t op"rntion ( 1957-66), 

'th,e Corporati.on6 '\Aoeenti' tms on· bU3"in~ equity eha:r$s. ThiB 

:is !nd1 aa ted by ·t'ha t~c'i that .euob ehares aggreBating 

Ra. 84.1 arores, aooounted :for almont two-tbirdm o:t i te 

total soou.ri tiDe ;pur-cha.a.&~h ~he nQt annual.· e.dtti tion to. equity 

hol.dj.n~e averaged :ns. 9 .-, oro res :per annum for tbia period. 

A rel.ated. puroh!;UJea served to ~imi t tho 'deetabil.isin~· 

effect o'f sud<len. tal.l.s in ·ato alt pr1oes*''1 • . . . 
•• 

1 t · · ·: ·•• • ..,,....'H't"'¢: 1 roe · ee 1 • t 0 • .. s± · ·. u O«~:!ua!l111!1••·*i* tt< .... .._,. 

1. Gupta, L.O., Cbaneing rntruature of lnduetrial. Fin~.ttf)e, (jl 
L. ond. a~'. Ox. ford Univerai ty .l?l"eef:l•. 1969, f~uoted b~ M.Y .t."hftn, I( 
Indu.e"tria.L Pinanoe. fla'bn Mc{}l,*a:w Hill. PubJ.iabing Com:PMY 
Ltd., 1902, :P• 5. 
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However, after 196>66 the net annual. e.ddi tion ~ 1 ts 

equity portfolio is obamoterised blr sharp tall so that it 

represented ae low as 1/Jrd.. of the l.evel. ot :preoseding 

:period. ~hus, th~ deoline in ?;,l<l'a :vort:fol.io of corporate 

securities has been mainly in reapeet of purohaeee of e~uity 

shares. Its operations in this sphere itt the post 1966 

period, therefore, do not seem.. to be oriented to l.ending 
' ' 

stt:J:IJii1 ty to the share market wnmi:ng otf violet :f'l uotuatians 

I~articularl.~r during .do\v.n\v~uotd phaaea 1 • 

One wou.ld have thou.ght that the rise of pow0rtul 

inveat!:le11t in~ti ttrtion of the sl.me of LIO ;,vouJ.d. have dis­

aip~ined the share market and mrore. it more investment 

oriented. The experience, however, indicates that the 

l'Z"eaent inveetment e·tru<J~ture is in efteoti.va f:t:•oll) this view -

point. It seetna that monol.:l thi,o ineti tution with high~y 

cent.raliEH3d investment mant=tgement is too burenucratia to 
- . 5 

engage in active me.n9.gement of invef!ltment portfo~ioG. 

lJhe aggrega:te amoun 1i outstanding in corporate aecu­

rities B$ on '31st.Maroh,1976 was'RGJ• 255.60 crores vvhioh 

went up,to' Rs. 738.60 ororea aa on '31erb.Marob,1986. The 
\ 

a-verage annual in tame of abr;ol.ute amount t1urin~ tho same 

period amounted to about Rs. 31 croree. The investment in 

corporate seourit:iea c.\uring th$ decade ending 31r;~t.uar-oh,1976 

2. 

\ 

ltha.n • f:!. Y., Op. o. i.t, quoting. SinP.b, l',(Hra. ), ~.r.ife In.,u- ·~. 
ranee ·uorpn~ €tnd tba Onpi ta~ .. l~arket in India•, Unpublished 

~ ' ,: 

Ph.D. th.eeie, 'Unive!"si t-y of De~h1, 1979 P :p •. 11r1. 
Gupta, L.a~, Re.tea of Rettln:t on l~quities - ll'be In(lisn 
E::r.pe:t.,ienoe, Oxford TJni ver.f:li ty Press. Bombay. 1981 ,p .140. 
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retauinad nt the io~mat level. in cilmpa1!"ison to prsceecling and 

aiiceeeding a~~oo.tles. Ai ti1ou~7;h th~ av~rel:iJ!e ~n~al· inveetm.ent 

d uriri(1 . tile . poriod. Ul1UG:t- . revi·ew' bas .inare~f!~t ~ore .. than four 

times· ;t;n aompar1non ~-·tho saoon.-l deOOde (from· n~.· 7~2o 

cro:t·ee to Rs •. '" · ororesl, the lH:}J:ooentage of tbtfi~ inve~tmant 
in· the corporate eeouritiee to ta,tSJ. liife Food"· total aaoete 

~nd tot~u inve,sttumt has abcwm. a very sharp detU.ine einoe 

the inoe;r,;tion of the Oorpo.rnt:f.tt.n. 

· ·~his rove~se tr0n~i. in the inv~a'tm:ant of· oor:pt)rat0 

' 
1,uvorrtm~nt in the oo.1rpora·tf) · G:aouritief3 durin~ the fi.ret 

d'&~ade X'c>moo 17 .c) porcent ot tl.t~J: Life Funds, 15e3 j;H.lroent 

o:l tothl asset~· and 1""/ ~2 percent o·f the tot~~- invoottnents, 

the oorreapontiin'~ t'igu:t=-eo for t1Hll ~~ocond .de.cade. ( 1966-76) 

~.re ~ 1o,a ~u~rotn"tt, 10~:~? J:ieroent.- and 12."/llOJ. .. cant (e.ppx. ). 

~he pe.ree;.nt..11ge o:f totE<J.. invn.::rt~ent in o~r}>Or'~t-te t~eauJ:"i:tioe 

to Li:£'0 :t'r.unde_: ·to"~al. Btll£ll~ts ant1 total. :i.nva~;,Jwri·tB of' the 

On:rpo~tion r~"ll:ainad 5.7~1., 5.4f~; anft 5.9~; :f'f)BJH~eti·vw.y:· for·· 

the third. de.ootte. · 

S:hue, tln~· p~!trc6Untal[;6 'of in/verrtmel~t 'in ccirporate ~~0(-'tl!o­

ritiea hl~S drast..'tcml.ly sene down ymnr t~ftel' 'ye~n~. ~hG irto­

r~~SO in' abrol.tl't® SmOU,Ut . OVeey lr~l~PJ B6.SnlS t{) be the ;r:-e~ul.t 
' 1 I • . : • '. I . ' ' • ' • 

. ~f massive en.banariment in th~ ·aor,poration" s income.· f;hare 

o·~ oorpora.te a~iH.Juri ti.es i.n the por'tif'ol.io of tho J:.:tc i:nverrt.­

rnent ~er;ist0.red. ~ c;leQJ.ine of f1hnut .,..,.0 .p$reent d.M.ring the 

d.@erule t1n(ter rev:iet\Ve .The trend .o·f deCline whioh :h,t~a baan 

rinoheckoo, esrut~inlly s,i.nao 19E.H'i onward.e ·oontin:ued upto. 

1975-'76. TJHJ pe~o0n"t!tg6 of corporate .oeH,u!"ities f'ormod , 
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.about 19 . pel"nenfJ (rf the total .r.~i:f~. J!und ae o:n '1 at.Maroh, 19b6 

which ea.ma ti.own to 7.6 })(}l:'C~:nt a:s on 31stQI!laroh,1976e Tbe. 

port:rol.~o bahavj,.our of the LlO. itld!on/tos that inveatmont in 

eorpor~:be seouriti eG ltave been· t>el.ow the ~re~dy ~·ow sta­

i;uto:ey }n'"oviai~lna of. 1o't o£ the total. invmstibl.e :fundn. % On 

the othel"' ha11ii• invo~tnllente in tt:ove.rnment ~nit other approved . . 

Beouri ties have aJ..wayt!l el!!oeoo.ed the ~tntu:t~ry J.imi t~. LJ:CP a 

invewt.ments in oorpora.,ta ·f.f6lou.ritiea :tor the ~ren:ra 1976-86 

has be®n shown in ?.'ahl.e VIl:r.1. 

Ol'\fter ax~:i.nin~ ·the . vol.tae. ancl trmui ~Yf o.v4llrall. 1:nvef:lt­

mt:~nts in the eo~orate eeotor, ?'J~ G:ay now a:.~alyse tha compo­

ei tion., net tmn11nl. intn~eaJ!I9, pttrohaaea in !:n(tin G.nd abrom'!. 

eto. 

·.1-"irr::t of ·nl.t J..e·t ~•s. emni)£4,:!!,* ta-~e -net i:uc:raane in .total 

invtrtot!!ien·t arW. net in.ore~trne ·in the inve~·tm.®t of. 0{1:rpomte 

eerJuriiliea dlu:~:tnrs trH!t !teeade under X'f.f.ViOli<J_. :rt :ts o beerved 

the.t th&l"G ·has. '05'~n maf:ifEi.ve ~pr'O\'Jth in. th~ tetrJ,J. invootments 
W"-"'-t CJ'~ 

of 'th& (;}o:??J;folr'nt:io.n~ the vo~um.o of'. inV'U\a.tmentrJ irt~rt:f!;nin~ . A -

yea.r a,ftGr ye(;-:.1!~" oxaept in 1978-79 when th..e ·ino:r·e~H~e tva~ not 

n:t pa:r ·w!tU. othG>r _vears .... Th~ f'~ua:L ELV'Ol"&~e ot n:et :.tn Ol"ee,ae 

i·n t'be tota.l 111.V\'>?.st~H'!intB stood @.;t about Re(t 750 e;rorea«~ On 

th{; o·th>S~jt !land. the annUal ra. te of net inere&se. in t.he 

-dorpora te SttOU.l."i tj,eo. 'i~~.a on.ly lirJ.o :51 e:t'"'orerh Tho trand ·in 

.TH'5iroa!.ttaee o:f n~t inoll"ease in th~ COrJ>ora.te seau.:&":i'ti3tal. to ne'i 
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lfABiim .. YI:tl.1 

Ll01 D. l~tVJo~~~i~~f~~ :n~ ~OR1?0JUTE. m!C~Uni~l-~~ 
' - ' ~ ' -

---------------M---~----------Year 9,$ on Amount 
~1 $t • .KQreh ( Re. oi-oretJ) 

Pfll.'"Qenta,p ._ fS ~ 1iot8l f4 ·.to 
Lif"e Jiund Aseet• to1;tll. 

Inveet­
. &•nte 

-~-~--~--------------{', (4) (5) (2) 

------------------~~-----------
1916 2§5.60 ?.4 ·7.0 5.4 

1971 !'t4..1'0 s.o ·6.6 7.7 

19?9 aas.eo 6.4 ·G.'I 6 "') it' ... 

1979 296:.10 ~.B ·5·5 , ... , 
19AO -.:,,·eo ,,? . • .. s.4 :; ·o 

' . s.o 

1981 !'.2ta-.1o 4.9 '4.6' , •.. o 

1992 ~0.10 4.8 4.? s.a 
' 

1995 39G•6o 4.6 4.6 '·' 
1994 466 .• 80 4.8 .. , s • ., 

' ·. 

19B5 '66.50 5.1 5.0 '·" 
.1996 ?38.60 5.6 s.a 6~0 

: 

--...;..---- ..... - -·-·-·~ ... - ilul!- -·-· ........... --- --- ~--"""!- .... - .... 

· : · ; rtotirae: Oompi.J..oo ana. oom:fiu'tetl tro• au~ e : 
Ann~aJ. ttopor1H5 and Aooomlile •. 
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:in area so in the to UJ. 1rtivestmQ-):rt te ehowoo. a dovmwa.nt trend 

durin~~ the· :fir's'b six yeali'e of tho· stooy period, aomirt~ down 

from 6.0 percent in the yeGu.• 1976-77 to ne ~ort an to 2.0 

percent in the yee;r 198.0-81. ~berellfter, howevers in tho 

remeininw y~~l"e t11~ peroentl<t.~o ~<~ .· -~ inorG~leed to 11.El. ~ht'J 

aornpnra:tive not ohanr.~e in the tA)ta.l inve~taentrn a~ \:Jel.l as 

in the eo~orate se~ltri ti.es hae been Gltiihibi ted in ~abl.e 

VI1!.2. 

_!£he aajo)f. i.nve~atrtt~nta in the OOl")Jora.ta g~cui'j.'tier~ is 

.. done w~ 'thi.~. I'nd;t~. l4.J. thou~h,. th~ af.1rrJoi1r?.t1o-u had 1H§tm invee­

~ing i.ts funds ~-~' tn.a 13it'fOut•i.ties o:r. tlte ·morpo.rate neotor 

out:Eide .!n~:ia,. . tbe volU!1lle. ot: .m.~o!l ir1ver:1tm_(iu't ln:~ been .vary 

negJ,it::;:\,'t.(t..~ f~.nd. insiL{EUifj~oont. fllhe 'ty•end ;i:o.tU.en·teB th~1t 

L!f!.ie 11ot i.ntc:rt~eta4 i~.inv(}leting ita ~~nde in the eorpo­

re.te rseauri t:!ef:l! .r,ute!tl@ i!.l'f' _lndim. •. (jn t1H1. aont~ry. th~ LIU 

ie l1:1~p(}E~ing .off .its lwl.<1:1n~ of au~-:h O!)rpornte semft;~it1.aol) 

T.h~. pe:rcontage of .COlfPo~a.t~ s:.~eQnri tiea inVfl'&:rt,~ outeit1e of 
' ' . ,' ' . 

1'nd:La v~e a.e l.ow as 0.7 pero~nt o'f ttte total aOl:'l"to:nvte 

r~acu_ri ti.~s in the yesr 1975-76. :tt ~me .d<nm al!rlCHlt i;o $ero 

pernerrt m.a a i; '1 st.tl~ll"0'J:h 1906. lil'(P a ;tnv.efJt,.men t :ln o..·u•pore:ttt 

SEtc!u~i tie.e in ln<\tia and, a.broad he.£3 heen ahot~l in 'l'able V!1I.3. 

As alr(i!a.dy atat~i th9 Y:~XO • m i~lV@attlH~n t in corporate 

maeu:ri. ti.em int.Uud.e .Pl"tJ.fer@.nee Mil equity eh.ares a~'td cLGben­

tt..rea of tha joSn·t otnok aompaniea. It :ia observed thn. t 

!.:r!VatE'WH~n:t in 1,:r.seferenae. !!ha:rtte ehowed a. .aontint!oua dO'f.i!"ll~mt"'ii 



~-~-~·--~-------~~--------~-~~~~-~ . • -Se't incMase • Met lt\Ql'*es.me ~ .P~~(Jtmtnge o'f 
·sren• · •· · · • · · , . : _ . t in .Invef;!tmttnte. ;- in. :C-orporaw, oolA.\111& '·-• 2 

. • (Ba. ~r-es) • Oo(lur,tticam , (~) _ _ _ _ .. -
. ' ' ' ' ' ' · ·- - · • _ ( ne at-ore~) t · · - - · -

-~----,----~---~~A--~-r--~--~-- ( 1 ' . ( 2:) ' . ' ' ( 3l . ' '' ' ( 4) ' ' ' . ' 

--~-------~------~----~---~~--
19"15-76 ,,4.18 25.1 s.o 
:1976-71 ',,0.6' 19.8 s..o 
,1!),77•18 -.6.1·4.as 14.1 2.2 

1~78-79 461.09 q.g. 
, -: I 

1.6 ' .. 

1979-80 7oo.oo 1'7. 't 2.4 
19St.fl1 ,,2.84 ,,.o 2.0 

19B1•B2 '·'87,.85 ' ,2.0 '·7 
19a:2-a' 940.60 '-6.2 '·' 198,.84 ' 1,.0.22.60 ''1.0.2 '·' 1984-8$ 1.096.61 9~.1 9 .. 1 

1965-86 1~460.12 172.1 11.S 

~~--------~--~--~-------------

'CoDpUGd antl eoctJ)utett, f.r~sl 

-Lio·• s ~tMual. li~por'• Ma. 
' ' 

· ·_ Auconn't$ t975-?6 ·-tll:r()~gh 1985-aG. 
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. ' 

--------~~---~~--------~---~~~~ 
. Year Inve$td tn 

l n41.a ( lle. 
InvetJ'ied out- Yo tal. 

s:tde ·or India ( R~. 
(~s. crorae) ~one) 

.. P.-een_tc.ge 

o.t oo.lW!ln ' 

.... ---- - ........ - ..... -- --- ------- ~·- ---.... """' -- ..... (1} (I) (') (4) . (5) 

--------~---------~M-----~------
1975-?6 25,.84 1.82 255.66 Oo'f·2 

1976-71 2.74·'' o.4, 274.16l 0.16 

'U177·78 281.60 ·o.46 28U.06 o.16 

1978-19 29'·'' 0.4,' 295.97 0.15 

1979-80 ,1_..,,, 0.4, ,,4.76 (1.14 

1980-81 ,2.8.72 o.-to ,29.12 o.1:2 

1981-82· '''·~' 
o •. ,, ,,9.62 o.1o 

. 19821-8, ~5.:21 o.aa ~5.4' a.1p6 

. 19ss-a4 46S.as o..1, 4,,.4, r. 03 .... ' 

-1!JE1~95 ~64.-42 o.o$ 564.47 o.o1 

1995'•86 7~ •. ~a o.51 i'~·'' o.r::tl' 

~-------··-~--------~~---~~----
aoureet OOttpS..led. aittl co~powa. t~ Lio• o Annual 

]l$J)O~tt!t 19?s-~!6 to 1995-86. 
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t:rend d l.U"ing: the Qn tira study l.,®riod. It earned own from· :: 

Ro. 40.70 oror«Ja in the yea.r 1975-76 to Re. 29.41 or.oreo 

in the year 1984-95. The investment in equity ehn~ee rose 

but at a very ~ow paoe in cromparieon to inaregs0 in the 
··~. 

total inveatmon:t in oorpora te soauri. tieS~., HoweVGl"'t :!nvent­

ment in debe-ntures inarea.aed f.:ror..t ne. 63.94 ororea in. the 

year 1975~76 to Re. 44~~:.77 ororos in th.e year 1985-86. i'he 

break-up of aorporntt'J ae,curi ties he~fl by the corporation 

hae been shov.'n in Table VIII' .4. 

An a.naJ.yeia of oor.z,por1i t:L.on o-f J~J(P f!4 inv~;;et-:a(~n te in the 

corporats B@ouri t1As., in torrna of' po.roen.tnt~aa, !ndior,..tee, 

~om.a i!&.terootin,a trends. The Ll(, 1 e invesrtmente in equities 

have eho.'m a sharp decl.ine durin{! our period; r;n.t1o o:;? equi. ty 

from 57 .o p:eroent, in 1975-76 to 35.0 peraent i.n tho year 

19B4-H5. 

The pernenta.Qte o·f inverrtmenta in pt"orte!"ence ehr:\res to 

to·ttti oorporate inver:1tment al.~o fo~~ <tmvn dr.a.!:ltion~ly from 

16.6 poroent in. thG j.re~~r 19"/5-76 to n. meTn 3.9 p~rcent in 

the ~rear 1985-36. Thia inltioD.tee WlGU:! tablli ty o£ proterenoe 

shnros ·in the inVGE!t!.:'1ent portfolio of the !I!CJ. 

0~ tho other l'land, invet:~'tr.af.1>nt in dobentu.re.6 of the 

eompru1ies ·exhi.bited a trcmet1<lou.e up~;·vnmi te~uien.(lY durinf1 the 

en.t.ire period. fl'hi s compormn t of il'H.l:tmtria.J. :=!eour.i t:t oe 

increaeed "t>y a boat 6 t:i.maa durin~B: this period. trho ratio ot 

inV~f:'ltmc:n:tt in tl~benim.:t-es to tota.l j.nvel'tman t in oorpornte 

~aec-uri tiee 1~u3 26.2 percent in tt'J0 year 1975-76 which jumped 

up to 64.1 percent in the ~res.r 19~~5~86. !nveat:Tlen:t in d a bon-

tu:re~ showfttl an a.pprat~iHtion o~ ~~hnut 1'30 :p~.:roent ''1harene 

rati.o o~t :i.nveatr:1~nt in equity and p.ref'erenoe sharea toc;ather, 



250 . 

.. . 

!!1.»-~;J! .•. !GL~·.!. 

St&tement f;lliowin~ The il!:oetpttei tion of {!(u .. po~nte SerJtU'1 lit·•• 

. . . . . . . . . . . . . . . ' ' . . . . ' . . . . . . ......... ~ .................. ~ ........ , .... ~ .. -~ ~ ~ ~ ~- ..._.. ........... ~ ,.. ... --· ..... -- ... ~ 
Year BB ~qld,·~· ~hare Pr9·t~r.ttno• n·«tbet.t't\:uree ~~tal . 
on ,,.,t. tne, •. cn.~l'etJJ) . ~Mhar~a . . t:na. oz1><res) . ( .He.t. ororeii) 

· ~aroh.. · · · · {Rn.~roreat) . . . . . . 
... ..... ..... ... w.t ... .,..·· .................... ._ ... _ .. , ..................... ·---.,... $101 ..... ~ ._.,.- ~- ,.., ... .., .. 

. ( 1) (2) (') (4) (5) ·. 
. . . ' ' 

...... ~ ,.,. ........... -~ •• --_ ....................... ::~ -:• .............. tlllf:4 .... ._. ... ~ ......... ~ ........... --
' .. ' . 

'. 

·~ 1976 140.-11. 40 .• ?0 G3.94 244.?5 

i ·1977 .144.90 41.49' ,,.90 zso.29 
. ' .. ·. :i; 

.·1978·· 150~4' . '39.80 77.51: 2.(:/1.'14 

1979 .15?.45 40.59 90.90 26£~.9, 

19SO 1?1.22 4"5.40 98.78 313.40 
.. , 

19.a1 119 .• ta 43~·'0 104.85 327.76 
·. .. 

: 

1982. 181 .. 21 "·" 151 •. .,, Yl2.,a· 

19SS 1~'·27 '7·l' 185.(?4 415.70 

19a4 202 •. 17 ,2.10 254.10 488 • ., 

1985 21 •• 2? 29.41 ,6~05 6rJ6.7' 
'. 

1966 .aa,.21 2?•JG 448.'77 '. 699.54 

Sot.U."c:OS Cocapil.ed t1;nd COr4Ptl'ted btom (i)LI01 8 AnnuRJ.. Roporis 

1915-7' throu~ 1985-86. 
(ii) In~noe year' nook, 1974-a1, G,ovt. o~ India. 
New Del.bi_. ·1993. 



Trends in composition of cor:Porate securities held by LIC. 

As on 31st March, 1976 As on 31st March. 1985 
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( Fig. VIII·l.) 
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declined lly 46 perat,nt during this ]'H?~iod. :~ho trend of inveet­

tt-H3nt in prefel"~noe slHu:•ea :int.linB;tes that the liiO has etopped 

ita fresh illVeatnent in auoh B91llx~·i ties and is disponing oft 

existing aeouri ties in 1 ts portfo~io either beine; re::laetled by 

the oom:pm1iee concerned or -oth~r,v..t.ee. Makin~ an ot.merv~~tion 

on the invoatl:Hlnt polioy of thtl :w:e, tha !nctust:t•inl Lioenc.ing 

J.'oli 03r -!nq,uilt'Y nomtti ttoe ( 1967) said ''rJe ito not see any ape­

oial rueri t in th8! inver:rtmont :tnr.rti tuti<n'ia suoh er4 the J:.J:cr 
XU gettiUef involved in tho 4P-"Ettl.t {)f term l.OlllHO 'to- im.1tuatriea. 

It ia e.pJ>ropriate that tbee"' :f.nnt:ttutiona ehou.ld confino t:hom­

eel ves in thi a f'iel.d to tho tunoi;iem, &")f.' una orwri ti ng R-'10.. 

i.nveetinr~ in ehnree e.nd_ dmb~ntu,.~es · of :p:r.ivn:'te nector and 

j . 1 t ·~ i A t u1 o n · sea ... or nuuri. ry • 

It iE~ olloerv~d that ov~r emphaele on d.ol:Jontu~t}S of joint 

stot!k aompanie!!1 l'Y the I.lt~ might be due to t\vo reasons. J?i?at, 

impoDi tion of etatu~ry reF.ttriotions on the rate of dividond 

redu.oed tho rate ot divide-:nd and the 'compani<ts could not 
; 

decl.nre dividend. over s. ae:rtnin JH.ll~eont~,go. ~flOondly,. to avoi~. 

th~ aom})~iantione of dir~ot oont!'ol in the invr::-etee ooopa.niea, 

the LIC hae (lecd.dotl to invest J..eae amount in eq_ui ty and pre.­

ferenco shares and moro i.n daoenturoe and tem' loans of the 

(Jomptuliee. Thi a ohan.[~ina trend haa been FnlmrnOO up by a 

l.aamoo author n.e t'oll•>ws~-

rtLI.<Pe i:nVeD"tments n.a rei'leot6d in the :f'r4ah necuri.ty :rn.trehaaa 

as well. a.a aor;porn.te ohnreholdinJ11B arc oha.:ra<::teriewJ. by a 

decline in rec~nt yenre $:l.gni-fyiritffl a tnflFl.ted ohift in ita 
_... l • 

1. As <tuoted in commi -~tees ~~nHl t}O!lHniru~iono .in India. Vo.l. 
VIIIt P• 124. 



. 2.fj2 .. 

Cf:J.p1 tal mm.rk~t G.Qti vi:ti~s. i"t'i th a notable fal~ in its tr~sh 

· psrOba.S;ea · of· seonri ti a a o:i oo rpora te e111ief:'J)r:l seB, :parti. <'ulnr~y 

equi ties.it.8 o:per~tion aJ.t:1o no .longoJ." KD~tl eoeru's to be menm 

·to J.end:b1g otn.bi~ity ·to th~ ~eourt tien mn:!1rot"1 • · 
. . 

~he di£fe~ont eompcniente of oor:porttte sal:lurities, 

ae pO:roent~gem o·f tota~ 1nvastm~"nt ·is in OO:ti)orn:tD eeou.r1-

t.1.oe · hav.fJ · heen sht.')\~11.- in ~~b:l~ VIli:~5. 

~he Zonf-1-\viao di.mtr.i:bt.tt;to;n ":Jf .oorpo~te a@lauri ties. 

indic~.tee ,tb:~t tha ehare of !?.est{Stl'll ~o:na has been. al.'i.?aye 
., . . . ' 

th~ hi.r,;he®t .( rsnilJing :oetwean. :;6,.z: and 61.~tJ, thr(HlJ5hout 

ouz•. revia~r p~riocl~. tg.he h~.ft;heat l?Qra@nt!!t,GO . waa in. th~. ye~·r 

1985-86,_(6,1~5~~). t'fi4h~ fllQOOllU l.arEr.eet inV>fH:rtmmit he.~ boen in 

tbe r~aetern oo.n~ ·~whioh rru;A:if2.:ed be.tw&~n 4~{, f!nd 301'· of th~ 

total. corporate Beau~ti@~ (turin~, the t:J~~m:.a p~riod. Thua, the 

two .aonee taken torr~ather acnou~1t j!or a, ma.jor P,.i!l chunk of. 

the intrf~stmon:t; it var:i.at-t betwoen vt2.2fl mte1 79f~· of th_, t·()t~ 
' • I , ' , ; ' ' 

ixnrao:tmente. T-h6 ;rama:Lnin.~. t'hrea ~onee ahared .lee~ than -;~ 

of the inv.~~tuum-t. 

It ia ironionl thH-t the northt~m. ~one ra1n.~et1~ntin~ 

the hic~emt. popul.ati.on ,.,.f a:;u t'h~~ t~oneG, rJf.)iJ.l~i- m..ttract the_ 

.le!fl.at proportion ott .invemtttlent. For' in.£rtt,nc0, i "t$ ohal"e in 

the 'total. irnroBt"itf<m'te 1V'd.f:ll oxuy around. 4.5'/ thr{nat~hout tbe 

review po.riod. ~he o 'ther ll.~(f,:loote(t zone bas be~; the Oen tra~J 

whe.re the J>e.roenik"tt;e of ~tnveatme:nt v~n"i.od batvveC1n 5. 4~; and 

6e2% of the total. irrwar:;tmante in t:!haroe and clebenttu."GO ():f 

publ.:i.~ li~i ted. aompa.."'li.eEJ. 
t V ttmt tt ·w l$11 ~. 'I ) ·t :t: • ........ . 7 I P D '* Ji ' Iii , •. , --l'• Xhan, l'r~.Y •. , Induotritt'i :Finan()o, Ta:tn' l.!at:~ra.w If±ll Puhll­

shinm co •. Ltt'L., Bombay, 19B2 .• p. 30. 
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Stnteau~nt Shcnd.~tt! tlhO 00fll)Onen~e o'f Corp:orate -S~CUt'it:i;em 

ae Ra.tioo ot 1.fott!L Co~ratG aeeuri. t1ec. 
. . 

-~-------------------~---~--~ 
Year . Equt.ty eharea 

(,t.;) 
Pretm.renott . De'benturofil !'o~ 

ehal'ee (~) (1• ) .{ f.~l · 

-------~~-~~-~------------~--. ' 

{1) (4) 

-----------~-----------------
1975-?6 57.2 16.6 26.2 1oo.o 
1976-77 56.'3 ~S.T aa.o 1oo.o 
197'7-76 5~.2 14.9. ·2'a.9 . 1oo.o 
1978•'7!tl. 54.; 14.0 31~., . 100.0 

1979-SO 54.6 1'!t.a . ,1.6 100.0 

1980-81 ,4.6 1.,.2 ,2~0 ·.·too.o 
1_9'81-92 48.7 1~)., 40.7 .100 .• 0 

1982--9' 46.5 9-.o 44.5 . 100.0 

190,_84 41.4 6..6 52.0 100.0 

1984-85 ·;s.o 4.8 Go.a 1·00.0 

1.9a;..sG ·· ,1.9 '·' '64.1 100:.0 

. . . 

~---~-~~--~~--------~~---------
G.ourea: Oortp~tod .. from (!) .t.to• 8 ~\m:tWll Reports 

1975-76 tb;l'OUflh 1985~86 

(it) tne~mn- ,-en~ ~ok .. · 1974-81. 

oovt. of'' Ind1.e;, flow Delbij 19ss, •. 
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'l!he ffouthern ~~one cr~d:t ted ''d th <the highaet ~i·f'e 

bueineem · .oontribt~ti<f)-n a{)OOml·to f'ol~ .r~nly 15f. ot• corporate 

investments. The zona..:. ... vise d.ietributio:u of eorJ~or111ts eecu-

ri ties for the yer>.r 1975-76 to 1985-86 he.e bem'1 nh.o~vn in 

Tabl.s VII!.6. 

Though tha ]j!(J has o'ften been· ehargect of l'"~~r;lonal 

tU .. soriminntion, tho oh.argo is n0t tb.ol•oughJ.y base.lei;;e; b:i.ae 

for the re.gim.1. l.qeat:in{l! the hE!e.tl<runrtere i.e !.'l.R.tur~-l, though 

not sJ.vra.ys justifiable. Another ~ aquel.l~r.' true .i:"Onaon. for 

rop;.ionsl cliBpnri.ty lies in ~ltcl! of inve.r:o~titue ·o:pportuni ti.es 

·in t!H:': und e·l..,_d ev¢loped rogiona. · 

_shows that on 31.3.76 

menta i:n the oorporu.t~ aoaul'i'bier:: im aorne.1:-ed by t·~:e tour 

a ttt te!l viz., Uaho.raetra ( 28. 4't ) ·• Went :Ben~.J.. ( 28. 5$, ) , 11ihnr 

(12.~;,) and Tamil. lTadu (7.3?\·) ana tho roet 2'3 percent of 

.iuveei-Anonto were ~harad by the rll'tmnining 22 etatern ~nd union 

terzoi tori.oBll ~\ ttaCt:'1i1e lato.r., the elu1.re O'f Mallarm.etra. ino­

renaed from 20~4 pereent i{o J2.4 percent Y~iherCJe.a the f!ha.re 
' . . ' ' 

of neot 13ent!!aJ. de,~rea~ed. f'rom. 2fJ.5 p<Jroent to 1B.O perC~ont 

during the earoa period: •. 

In temo of aboo~ute nr.;o,..m.t the , ~harea of Hahe.rnstrn 

and Wtt6rt i.lengal, tr~..o .in<lu.striuJ.ieed F3tatee, were a.~moat equal. 

(lls. ,(2.52 oror,oe, and 11@. 72.96 ororaf3 raB.pectively) as on 
I • ' ' • ' , ' 

31at.necambf.lr, 1976. '\.'tihoreas the O!:rrreoponditH:; i'i:#:UX"O for tile 

sta t&s of ~Jnhe.ra.rntra; and ',?c;nt J}engiU ffltotrHl n.t Hr!l. 195.24 

crore~ and 11'3.93 oro.ro:e'respective~y neon "31Pl!t.Me.roh,1986. 
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1J.Jlq .. Vl:;J;~, .. 6 . ; .. 
. . I ' 

Statem;ent ~llo.1.->dnrr, Zona-wJ)~a! lli.stn:wt.j.cn ~t <:.or.po~te :s~~un tiem (Rs.1ncroree) 
GiU .. _.. 8il8 ..,. -- ..,_ ie.iif, ... GWII ._,. ~- ~ .... _. .... ~ ~ .... ~ -: ....... iM 'MI! ... ~ ... ~ ~ ................ ~ ,.._ ... ~ ~ _., ~ ............. , ... _.. ......... 

Ters:r ae • Can -tral. 2Sonf:l # tlt~stem mone , !:far~h~rn -~ontl ~ :rnouthern BOlle . :,tea~ttm mone • lfotal 
on !Asreh • •· , • ,_ , 

. • • • t . . 'lf1•t . '·; . I :f. "'\&'. •. • 
----,---------------~--~-------------------------..{11_- --- _<l>. ...... ----- .. J1>:.-.--- ~ !'""' i4l.------ :~{,i)_--- ;..· ... _(§)_--- !.7.l---
19'15-76 
197,.,.Tl 
19~79 

1918-?9 
1919-eo 
19ao.-e1 
1·981-82 
1932-B, 
198).!34 
195'4-85 
19&5-86 

12.o92 (5.1) • 109·e:;B (42.8} 
1'3.8' ~5.0}' 11'2.:46 (40.9) . 
15.53 (;.4) · :112:·": .<:m.sJ 
17.49 (5.9) ' 109.56 l:S6.9) 
21.12 (6.?l. 111.:;5 (35.4) 

. ' 

21.87 (~.6) . 11_6458 ( ,5.4} 
23.52 (6.Sl 124 .. 62 (34.6). 
22 .• 82 (5.8) 1Yl·9' (,4.8)' 
,6.95 ( 1.9 ) 1.49.?0 (:f2.;1) 
46.49 {8.2) 1GS.B' {2,.0) 
5'8 .14 ( 4.~) 182. .o9'( 1, e2,) 

6.97 (2.7) 
a.64 ('.2,) 
11 •. ,~)(,.9) 
11.49 (,~9) 

' 11:.98(.,.9) .. 

1:'·"' (4 .• 0) 
1:7.» f4.8i. 
17.94 :( 4.5) 
1~l.92. ( 4 •.. ,) 
zr.os: ( 4.a.). 
75.49 hi.,) 

''•76 (1:;.2) .• ; . 92.;58(,6 •. 2)- 255.61 
";9.o?t14.~l · l(}O~ft(JG.IJ 2,74.,?2 

. 42•9,1. · (14.9-l '1c6.5~f,6.!1) 2oo .• a1 
42.2' ( 14.2) 1:.12.91 <:,s.1') 296.68 
4R~zs < 1S.,l: . ~1-2~.01 ,,a.rn '14.74 

. 49.7? (15:.1.) '127.17(,8.,9) ,29.10 
51·.;41 (.t'4.,) 14,.47 '(,9.6) '60.,fj 
57.,4. ( l4 .• S:i. . . 160.29.{ 40.4) ,9, .'32 
S2a58 · ( t, .. ;$} . . . 197 .1fJ(,42.4)' 466,.2; 
a, •. s., ( 14.a) . '24o.1o( 42.4) 566-.01 

· 1·46·.27 ( 12.2J · 7~36·06(61.'1.5) 12oo.o; 
- ............. ~ ~ ................... - .... II'IIIIW .............. ~ ..... ~ ........... tl-- .......... ~ ................................. ~ ..... ..., 4iiiBI' ........... .,....· ..... .. 

f;fou.JOoe: Ccmp:il,ett. and Cmmputetl :tra~ 1JI~~·-s ~~ .P..epor:ta a11d A.aoounta .f.oll' the 
years 1975-16 t~ 1985-86_. 

Note: .Pil~~ea 1.:."1 'brncket~ .indi.O!~ta pe.reentnge 'to iia:tai.. 
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from 12.4 l'eroant in 19''/6 to 7.5 !>En"'o«'!nt in tbe yGsr 1986. 

No·tw1i thata.ndi.nes. that tho .r.:rc :is tryin~ to maintgin re.~ional 

l:m.:lane3 .in :l ts 1nVGstr~H•nt pol.icy :tn comparison i;o other 

11R"bionn.l ll'inano:tal Institt't"til'>!Hl• yet the present invef:!tgent 

pattern is not free from the "bias in faV'o.ux- of 1tldu.rftrially 

tleveloped, 2rtntes. Amoner th~ .:tnduatria1.1a@tl. states a{~in, some 

are mo~e fa.vot.tri 'tes thn.n the othere;. Fht.oh :po~ioiee give r.tPJe 

to ref:'(iona.l i.lribal.B..noe in the ~nduatr.ial dev~J.opm.ent ""t the 

· country a61 a whol.e. Of eou~rno, the inv~F-rt;ment policy of the 
' . 

,• 

by availabi.li ty of botteJr SEHnn--1 tiea and p~t:rtly due to premium 

in~o!lH1 from th@ etntes and regionoc ln the .latter on.se~ the 

share o:f Tamil. Uattu and ffon.thern ~ono is .leas ineompari~on to 

the business ef.'f'ered by 'thi.e region~ Even aft~r :'iSO yea:t~~ of 
. . . ' . . . . . . ,J__. . i . . . . . . ' ' ' . . 

nationaliaa.tion re;{;;:ion,.. t:tiepar1 ties Jlrevai_l in_ (!:larin[; f~rF.!h 

A .radical. roeional divoroifi,~tt:f.on in the inve~rt!i1e~'1t polioy 
,. 

of tho r.:rc i.!1 ur~Gntly on.tloo for. '!t'he rt-rtt~t@.wise tl5.£ltri­

bu.tion in oocyomto eoou:ri t:tea 'for the p.e:riod undGr !'(.)View 

haa 'heen shown. in ~a:ru..e "i/II.I f17 • 

. !he inchurtq-\tJiso · invoa~>1ents · o:l? the LIO: hn~e not 

ebo~~m any ;:baeio olumge sino~ ita :i.ncm:p.tion oxoapt that in th\! 

bo,;tnni~..f; s<H)~lrities of oo·tt~l& te~t-.lJ.ee indu.etyoiaa oc~upied 

tbe f'i.rt;lt· pos.i t!on whe.f.'eae in mid-si.:t"ties eeouritiog of. 

en,p:ineeri,nf;1 :inliur:rtry ~hov~ed its predomi!ll!.\!lt po81 t:i.ou. The 

s.eoond and third poei tione were oaaupied ··by the fl!nouri.t:!.ee of 



... ·.,.·, 

TABJ..B Vpi.7 

Statement Showing The State-wiee Distribution of Corporate (Stock 'Bxoban~~;e) 
Securities. Alii on 31et. March. (P~roentage) 

------~--------------------------~-------------------• . r I · t I . t ' t t I t o 
. ~ ' ' 

I' 1975- I 1976- I 1977- I 1978- I 1979-· I 198o- I 1981- I 1982- I 198:5- I 1984- 1 1985-
Statee/U!II, 

l 1976 °. 1977 I 1978 °• 1979 t 1980 1 1981 I 1982 ° 1983 ° 198-4 I 1985 o 1986 
---------------~--~~---~---~---~~ --~---~----~-------( :1 ) ' ( 2 ) cs ) ( 4) ( 5·) ( 6 ) (7) ( 8) ( 9 } ( 10) ( 11 ) ( 12 ) 

. 1. Andhra Pr. 
2 • .A. seam 
3. Bihar 
4. Delhi 
5. Goa 
6 •. Gujrat 
7. !Jaryana 
8. Hilla.Pradeah 
9. J & Kashmir 
1 0. Xarna taka 

11. X:erala· 
·12. M.Pradeab 
1 :5. llanipur_ 

· 14. llabaraehtra 
.1 5. · Megbalaya 
16. Orissa 

17. Pondi cbery 
. 18. Punjab 

19. Rajast~an 
20,. Taail Nad u 
21. Uttar Pr. 
22. 'lest Bengal 

Total • 

1.5 
o.6 
12.4 
1.5 
0.3 
7 .6· 
0.2. 
0.1 
.:.. 

'.2.7 

1•7 
1.7 

28.4 

1.2 

0.2 
0.7. 
7.3 
:5.5 
28.5 

2.07 
0.4'3 
11.69 
1.:51 
0.27 

' 8~30 
0.22 
0.07 

·2.72 

2~17 

1.56 

28.10 
o.o 
1.45 
0.01 
0.2'3 
1.29 
7.24 
3.48 
27.32 

2.5 2.8 
·o.3 · o.3 
11.1 1·2.6 

2.0 1.9 
o.J o.8 
8.':5 9.4 
0.2 0.3 
.p.-1 o.1 

3.2 3.4 
2.1 2._2 

'2.1 2.1 

2R.3 28.9 
o.o o.o. 
1.4 1.3 
o.o . o.o 
o.4 o~4 
,.,. 1.3 
7.1 6.9 

'·' 3.8 
26.2 22.6 

2.8 
o.3 

' 11.9 
1.8 
0.7 
8~5 

· ·o.z. 
·0.1 

3.6 
2.2 
2~0 

29.5 
b.o. 
1.5 
o.o 
o.4 
1.':5 
6.7 
.4.7 
21.7 

':5.4 
o.J 
11•8 
1.8 
0.7 
8.8 
o.3 
0.1 

3.1 
2.1 
.1~9 

29~3 
o.o 
1 •. 4 
o.o 
0.5 
1.3 
6.4. 
4.8 
21.9 

3.1 
0.2 

10~8 

2.o 
0.7 
9.1 
o., 
0.1 

~.a 
.2.0 
1.7 

., .. 0 

·o.2 
10.6 
1.7 
0.6 
9.4 
0.4 
0.1 

2.6 
2.0 
1.4 

30.1 . 31.0 
o.o o.o 
1.7 1.8 
o.o. o.o 
o.; o.8 
1.7 1.6 
6.4 7.1 
4.8 4.4 
21.9 '22.5 

3.0 
0.2 
10.0 
1.4 
0.8 
9.6 
0.3 
0.1 

2.:5 
1· 7 
4~'3 

.·. 31.8 
o.o 
1,6 

o.o 
o.8 
1.7 
6o4 

·J.6 
20.4 

2.6 
0.2 
9.9 
1.6 
o.a 
9.2 
o.J 
0.1 

2.2 
'\•S 
4.0 

:52.4 
o.o 
1.7 
o.o 
o.8 
z.o 
8.4 
4.'3 
18.0 

2.0 
0.1 
7.5 
7.7 
0.6 
10.4 
0.2 
o.1 
o.o 
7.7 
1' • .,, 

4.6 
~.o 

26.4 
o.o 
1.6 
o.o 
0.7 
1.5 
8.9 
3.3 
15.4 

(Rs.croree) 255.58 274.59 288.8':5 296.70 315.02 j29~12 360.35 396.62 466.75 ~66~54 738.58 

. ' 

--------~--------------------------------------------

Source,·: Annual·Reports o! the LIC from 1976 through 1986 

l\:) 

CJ1 
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cotton textiles a.nd iron-mtael. i:ndu.atriaa r~r:1peotive~~r.There 

han bae:n ;no ohnnr~o in. th.eir J:. .. ela:tive :position (luring the 

review po.n:•i.,>d. Evon the position of other ind.LtF.'Jta"j.~tH3 fintmced 

by tho L!C rema:tnoo mo.r.e 01. .. ·resf:J tho eamo durine -study periorl. 

lncluatry-w.iee bl!1eak-up of inver:rt\i~ents f'or thm year 1975-76 

to 1985-86 has been shown in Tnbl.e v:r:n: .a. 

The invec;rtuH~ltt p~v~tern o.f the JjllJ ir.. oomp~nien regis-
. ' ' . 

·~ersd U..'lder t:!Botion 26 of the Mono}~olief,l. and Restri~·t:t.ve 'l'ftn• 

Pro.otioee Aot indicate~ ~that major portion o:f' the Corpora­

tion • s investments a.re ehtttZ'Gd by 'th.GeB ttroup.s and oin{r~e 

dominant unt'tortakingi!J. Out of totB.l in.veetrAeil ts ( :LtHUuding 

lofuu~) of' RB. "311.70 cmrrts otrtf1:1t.rulliing ns on 31f!:1t.I:~arah, 

1976 • the sl:w.re u of thage in<.lufijt!"ia~ ginnta ·~v'aB Rrr.19·L.5B 

ororerJ, 61.5 percent ot the tots.l inva~tm:ents i.n the private 

ooot.::•r. The in."'end of J;;!(Pe'iinrest~ei1te int:to·~e big ini!uot­

rial bouaea ~ llfU!' ahotvn ·a ~rtt<lua.l :b;.orenae-hoth in· termo o:r 

amount aG ·wei~ Hs 1f0roentag&. Jror inata.noo, the .tnver.~tmou·t i.n 

a.bao~ut~S term in· theoe bu~iuesP. houses has incr<taooo allout 

· 3··4· times ~iurin~r. the ~renra uncler r•~view anti, i.n t"nno {)!' 

peroento.r,:e to total. invG~tmen ts in tha p:r. ... ivu·t~ sector, it 

has intrre~M~(#tl-'from ·61.5· peree.nt i.:n 1975-76 to 80.16 IH~rcent 

in the year 19H5-86. Tho nverrs.go Slfl-lltaaJ. inereaae· in the ~a~r 

qu'antum ot inveetment durj.ng th~ deoac:l'e ·wa~ (l.bou.t Rf§.46 orores. 

·1'he ehare of ta.H.'!.;P .• ·iridt•r~trial uh.dax;·tv..id.ngs ha.e· ·oocl.inad 

·erom ;n~5 pel"C(i!nt of tha totil.l inve~t:ru~i1t in the··JH"'ivete'· 

a~ctor in 1975-"16 te> 191)H4 p~rean.t in the yeur 1985-86. 



TABLE VIII .8 

~tatement Sho~ng The Inauetry-wise Distribution of Corporate Oecurities 
(in percentage), A8 on 31et, Karoh. 

. ~-·~·. 

., --------,----r--,------------------------,---,---------
1 ' ' ' ' ' Industry ' 1975- ' 1976-' 1977- , 1978-, 1979- • 1980- , 1981- 1 1982- ' 198'- ' 1984- , 1985-

. : 1976 : 1977 I 197B f 1979 1 1980 I 19B1. t 19B2 1 198., I 1984 I 1985 o 1986 - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -- - - - - -,-.- - -

.(1) (?) (3) (4) (5) (6) (7) (B) (9) (10) (11) t12) 
--------------------------------------------~-----------

1 • .AlUIIIini um 3.70 
0.52 

4.2B 

1.38 

2. Banke 

3. Cement 

4. Coal 
5. Cotton Textiles 9.31 

6. Dyee,Ctremicals, 4.B5 
a: Phanaceu-
tioals. 

7. Electricity B.57 

B. Electrical 
Goode 

5.27 

9. Engineering 23.88 

10, ~ Pood,Tobacco 1 , 28 
and Drinks 

11. Investment 2.92 
Trust 

12. Iron & Steel 9.10 

13. Jute 2.16 

14. Matches 0.36 

15. Mining 0.30 
16. Uineral Oil 0,63 

17. 
18. 
19. 

20. 

21. 

22. 

23. 

Paper 11: Boards 3.81 

Plantations 1.04 
Railways 0,24 

Rubber Pro- 3.05 
ductrs 

Shipping & 0. 51 
Transport 
Sugar & - 2.98 
BrewarieB 
'fextileB( other 
than cotton) 2.78 

24. Vegetable oil 1.11 

25. Miscellaneous 5.90 

TOTAL(Rs.crores) 255.66 

.,.74 3.6 

0.39 

4.02 
1,2B 

9.28 

5.35 

8.91 

0.37 
3.68 
1.22 

9.75 

5.65 

8.53 

5.07 . 6.08 

3.50 3.35 
0.% 
3.32 
1.19 

9.47 
6.)7 

8.34 

o.35 

3.04 
1,12 

9.33 

8.43 

7.89 

6.22 6.45 

3.13 
0.33 

3.30 
1.07 

9.30 

8.75 

7.58 

7.07 

23.32 23.13 25.79 25.46 25.16 

1.30 1.37 1.46. 1.23 1.22 

2.76 3.08 

B.72 B.32 

2.02 1.59 

0.34 0.34 

0.26 0.25 

0.45 0.27 

4.20 4.15 

0.95 0.81 
0,19 0.19 

4.17 4.11 

0.78 1.04 

2.79 2.66 

2.92 3.0B_ 
1.30 1,26 

5. 51 5 .• 46 

274.58 2BB.83 

3.50 3,31 

5.2§ 4.94 

1.62 1,28 

0.34 0.32 

0.25 0.23 

0.26 0.30 
4.2B 4.12 

0.73 0.97 
0.17 0.16 

4.00 3.79 

1.05 0.99 

2.61 2.52 

3.07 3.56 

1.38 1.54 
5.47 5.26 

296.70 314.77 

3.18 

4.76 

1.27 

0.31 
0.22 

0.29 
4,22 

0.94 
0.15 

3.83. 

o.95 

2.34 

3.94 

1.58 

5.oa 
329.12 

3.96 
0.11 

2.85 

0.98 

9.83 
8.48 

7.33 

7o03 

24.78 

1.66 

3.55 

4.8B 

1 .14 

0.70 
. 0.20 

0.26 

3.90 
0.94 
0.14 

3.56 

1.02 

2.14 

4.51 

1.47 

5 .• 08 
.,60.]5 

3.44 
0.08 

2.52 

O.B9 

9.55 
B.71 

6.93 

6.B6 

25.51 

1.30 

3.70 

5.22 

1.25 

0.64 
0.1B 

0.24 
4.00 
o.B8 

0.13 

3.86 

0.93 

1.86 

4.64 
1.37 

5.40 
396.62 

2.62 

0.03 

3.36 
0.69 

9.06 

9.00 

6.38 

2.48 

0.02 
2.98 

0.5) 

9.03 

9.03 

5.12 

10.16 8.42 

25.59 28.25 

1.23 1.27 

3.14 

4.3:~ 

1 .21 

0.62 

0.15 

0.20 
4o01 
0.86 
0.11 

3.75 

·o.79 

1 .48 

4.n 
1. 35 

5.19 

466.75 

2.74 

5.29 

1.54 

0. 51 
0~18 

0.17 

4-04 
0.88 

o.o9 
3.B8 

o.n 

1.34 

5.69 

1. 11 

4.69 

566.54 

2.06 
0.02 

2.83 

0.40 

8.07 

9.85 

5.28 

15.20 

25.30 

1 .07 

2.36 

3.95 

1.14 

0.39 
0.09 

0.13 
'3·-1:5 
0.94 
0.07 

2.76 

0.55 

1.0J 

6.36 
().81 

5.59 
738.58 

------------------------------------------------------SOurce: Annual Reports o! the LIC tor the years 1975-76 through 1985-86. 

l\J 
c:J1 
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, On th~ lla.eie of the o,bove_ ana.lyai~ r-~e ea~1 iJoncl.urete :that 

th:e L!t1' a in\reotfBe.ntf!; a.re .baa'!:tly oon.oe!ttr.ated in la:r~e- ruul 

well ersta.bl.iehed trorn!)nniae~ -~he 1tl0' e ln.v~ettl!H~nte in • La.rge­

groutH~' Lal"(J..:S sin~;l.0 _ U..'1u~rtakings and l;ominent unde~ta.'ki.n~s 

!!! jfo:r.o 'the year 1975-76 tQ 1985-96 hsve baen shovm in .~a,h~o 
- ' 

~h® pe.tt~:t;'ll -of :t.IO' a ::.tnvor:rt~~ntr4. in the 'tlig Busi~ef:l~ 

Hou.aes indiaatetl! 1lhat ~nta and 'Birl.a g~ou_ps oc:cupied C:lomi­

nnn-~ _poB1tion ir;~. the inveatu~nt ~ortf'o~io ()f the J.iJ:C t3ince 

i.tn~ int~epti~n anti th8 atM11tl! ;pat'te~ is oontinu.i~!~~ ~!h~ ri!hnre 

o:f :X:a.ta group_ of ~.mdert~inme~ ooau:pying firat P~HiJi :(;io~ aa 

on ;11at.l~aroh,1976t wna 13.65 p$roent of the 'total inve?:!ltmente 
' . . ' . 

:t~ _the ;pr!:~rate :3*'otor. Who J~irl..a art.>up of tmtlerta.ldng$ qcou­

pied. the r~eoond p~£J:t tion vJi th 7 .a pe:roent- of the t~teJ .. inve~t-
, ' > ' ' •• 

mente. ll~he i;aVetiitmont~ itl Tn:i;a group ~n<.1io~ltad a:P.J an upward 
' ' 

te>ndenay (Wont up:to 14-~ast:) dur;!,ng; the fi17'~t three ye~1 .. s of 

our period am:l tllorea:f·iier _began to ueoJ..ine nnd aa.mc do\m to 

11. 27 peroan·~ a a on 31 et~l!~::.rahg19B6 •. ~he pe:t"oentage '3f. 

inver-;tment in 1~rls ~roup u~u~y moved bot\·..reen j .1t:1 and 

4.99. 11urinr; 1965.~B6 :1 t rsgistered ~l u.nuau.a.l. ~iso anti. shot 

rtoma _groups, notab~Y- Az;hok. LGyla}ltl, f;:1nt5lU1Jtia, Lttt'S()ln 

& Toubro, M~11indl?n and ~Eahinii:r.a fiU'l.d J.!ZoeU., otter~d ha'ttan .. 

invost!llerrt OPJH>rtu.ni:ti~a autd LIO'.s eb.a:re ~howoo a rif:ltJ in 

tbem. Uoxrvermely, Sr.i RBAlh ~too:rajrznill Ua~armu.U and· lf 

Wa.J.Ohi?..nd were not aonBidered so gQod for tho i.nvfll~tmen·t 

and. registered a f'al~ in the:tr re~}H~otive shares. The 



~ !l.A11Ll11 . Vlli.9 
-· It I . \!IIlii f W pf'p i P t 

Statement. ~ttw:b~ ~he Di~tJ"ilmti;o'n ~:t.. Lin•e ln~~-~~tti<Atnona 'Large enupe• 
Lti-ge $1ngle UJ\d;ertaktnss );A~.: DomittM't Umt:~rtakir..gs. • . : •· : 

. ·· ... . . . .;- T ·; :~. 5 .·\. · . . . . - : .-

-~--,----~---,---~----~~~--~--------~~------------Yeu , !tlt&l ·• Le.t-ge ·.Other , Dom:innnt ~~era , _ Percen'mgea b ~atal. (Ool.tan 2l 
. , InVeE:t.. ., &J"Ocup:e 'B.t ·ld • wde~ ' : ~ 1 1·. ~ - - - - - - - - - - .., - - - - - ..,. - - - - • 

' Qatrts ':_(h.· . : '-i~~,;9
8 

t tald.tl~S: . ; r La1!g-O ~ ~Sift~~- ·· . _ . " !lomintmt • Otners 
. : in Pvt •• crorosl .~,d=l'- t Rs.:e.ro- -~. _ . ti_ _ groupe , .1 . .-!e. \U\d(Jfw· un~_er- v 

sectors • . ~!l"'B, rea , , , 1 . , 1, .,. , , ., , -~~tnm• ,., ts.k'inge , 
t .. . . . . . I. . .· !fi . . .. : : : : • . . '· ; • : . 1 ' • ·. :' L :, ·. . : . . . ' 

...,.. _ - - ...a .- __ - :.,. _ ....,: ._.... .. (J!&...t.o.£Bj - _ - .,.. _; ..,. _ ...,. - _ - - ...,. .._ ..& - - - ·...; :~.··~ ...,;. ..... - - -.. - - - - - -
(1) (2\ ''3" . -.. (4' (£t} IE)\ {7~ . (8l· -'· :' :·~ (9\ (40'* 
~ ,.. . .., ,.. ._...,. J. ._ .- ... ~ J;.·~· ~..,. ..;.1..,. ..._--~·-~~-..}.!~._.boll....._-.·~·~'.- ..... 1P'i ..... ~,·~. ~··~ ~..., aw. ~ _...,...,,...; -~··..., _. 

.1915-'16 ,1.1.10 166.o?•: . 19.94 6.5'1 : 120.12 ss.2s . 6.oo -~: ·. ' 2 .• ~t1 .38.5 
1916-17 · '2.t.46 1.84.9'4 -~, 28.94. 4.o6; 107.29 St.t.o . 8.92 i _: ·: •. ··: 1.2; ''·OT 
1911-18 ,48.98 20.1~·4?: ~.89 4.45 110~17 51···" . ,,.4, .· i;' 1.27. :51 .• 47 
1.918-19 ,.,,.9o · 2"'~ao · :· ~os2 s •. 4a 126.80 S5.,1· · . '·'1; ' · · . 1~47 ,,.,, 
1919-80 4,4.78 : 229;.~,a · . ·_,41.A8 4.50 158.98 52.86 9.54 · .. ·• : · ·_ .1:.04 ,6.S7 
19ao-s1 S26.n 2:•i,.o, .. , 4S.4s ·&o;Q 2o1.a~ s:t.s,:s . s.o, · · ·- .·1·.·2-2 'e·'' 
1981-a2 661.65 '2o.5es' · · so.48 · ti.o,. . 260.56 49-.81' . · t2'.06: . o.9.o ,1.2' 
1~la2-a' ?28.44 ,7,.6, '"/a.a:J 7.14 ; -· 26a.e4 '"··'' 1o.7'S o.?s . ''·'' 
198.,_8·4 1'1·-fll 43t. 1·2 · 10G.S5 4.1& 200.82 5B'~t:45 12.67 . &.G5· 21 ~,1·1· 
19a4-s; ST5.ta 5,4.4o 101.so 6·•1S · -22.tt.ao 61:.0? 12.54. o.e.1 e.ss 
1985•86 968.12 '''· 16 97·•,1'1 6'.29 '192 •. t6 6~l.49 10.02 0.65 19.84 ------- ------~-~-~-~----~----~----~--------------sou.~ce: compil.ed flf'oa :&xu•·Sl Arutu:al. n~p~r-ts fo~ the yeu~m .1915-:1' to 19:35-86. 
Xotas - ( 1) • k~g$ OI'O®e' ~f lndt4i!ltJ~le$ :repre•n'ti the ~tlP Xndu.at:ri.ftiJ shnm'& ~• ·•Part A*" in tbe 

. MO•e R;Qport. ~$S0 ~\ttil180~ ~'tt~S )UAYG ft n~l)e;r of lWdM'tt\kin;tD B•'ite~ad. thro~hout 
'the country. . · . . · 

(U} •ott:utJ! st:n:~e muiertak.in6a rO),rtt$eJ:tt tla;e ba$ill~f!ls houses wh<tl.'e a~eets ha'W':tng 
Ra. 20 o~ro• ()r t~ol:'e. · 

(itt·) •nowinan"' Ui~4ertati~:~g:m•· rep~~fllent -tl~:a ·hu.cinee~ bo.:use wltioh do not !feU ·under 
. . the purv1e:w o'f ~'~So. . · . . · · . 
(iv) Others r.epreaen~ t!re u:mlert~s li?b.itlh do not :figure in (1) to (iti) abov:a. 
(?) Xter~a {1) to :(11.1) o~ve 'SM ~be_ gro:ups esr u.Wierteli:Ln~e ::regtetere4 nnd;.e:r 

section 26 of -the lt.n: •. ~.P. Act. 1969• •. 

1\:) 

0':1 
~ 
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' 

aEH!'tor (1nalud1no.: joint ~eo·(;or) for the years 1975•76 to. 

· HIS5-86 ara gr.;ivon in Tabl.e VII!.10. 

fl'he lndust:rial. undertakinga ltegiatered under aeotio~1e 

26 of the Manopoli.es ~ntl Reatrio~e.d T:t'ade p:raet:toeo (M.H.:,:.).) 

Act, 19()9 reee.tve .finmtci~u n~rd..srtance troL~ the L!O through 

tures and e~tenf.:'l.i.Qn of l.on~ anGl short-tam loan-e. Compoai­

tion ot in·,rea~Gnta in J.arge .industrial. lmdertakings regie­

ter~li under M.R~a'I'.P. Aet, 1969, i:ndioH,ttJs that debentur~e and 
' . 

.lonn-tel'\n .loans (tro reeG~ivi.n~ inoreasint.r. ioportanee in eom-

par.ivon to equity 1md pref'er~n,:Je Bh~res in rt!HJent yon'!'a. The 

total inv€1'rrtf!lonte of the !iiC in.' dob1;tnturem J.'l_.nd ~O!\na of 

large 'ind u~t:risl. ~mdertaltine':s as on 51 st.&~reh, 1976 · wero 

ne. 4B.S9 ·aroF8S and Rth '36·.311 CZ"Ol"ea wltioh :!?OB3 to Rs.353.J2 

orcn·oe and Hs. 240 •. 40 ororoo r~~peotiv@~Y' am on 51 Gt.Marob'86. 

:fheir oorreapondina; !Jeroentagea l:"ose rrorn 25.5 A.n(! 18.9 ·in 

the year 1!~75-"/6 ·to 42.9 anct 31.0 1n the 3rear 19f}5;.;.S6. 

However, irlV@stm.enta in equity ~hnr~e and ·pretorettoe 

ah.Hree suffered a ·re&arkJ,~ ... lllO eetbt<tak during tbG same pl!!lriod. 
I 

:r;~or instanoe, the totnl inveetmo~d~ in equi tjr sh~r6!s of· these 

un<1ertakinge ae on 31 et.MEtroh,1976 . r,.'ns R~. B4.'19 . crore~ ·. 

which roJ.J~e to ftet. 192.02· ororee • ae on '1 st.ital."'tJh, 1986; 

bu·t investmll}n.t ir1 equ.l. ty sh<ltrea to to-tel. invo~tmont in the"'e 

under·~akinge s~um;p~. :tram. 44.3 pfJ1!l'cent to 25.:4 p~r{~ent ae · 



TAB~E Vlll.10 
Statement Showing the Percentages of LIC's Investments in Some Big Busineee Houeee 
Ae on 31st. March (In percentages). 

-------r----r------------------------------,------• t I I I I t I 

Name of the ' 1975-fS' 1976- , 1977- , 1978- , 1979-, 1980- , 1981- , 1982- , 1983- ' 1984- , 1985-, ' 
InduAtriaJ. houses, 1976 , 1977 : 1'78 ' 1979 ' 1980 ' 1981 ' 1982 ' 1983 ' 1984 \ 1985 ! 1986 
-----------------------------~---~---~---~------------(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) 

1. A.c.c. 2.96 
2. Ashok Layland 0.73 
3. Birla 7.08 
4.. Bangur 1 .29 
5. Bird Heilgers 0.09 
6. Dunlop 1.38 
7. Bajaj 0.59 
e. r.c.r. 1.49 
9. J.K.Singbania 1.39 
10. Kirloekar 0.78 
11. Larsen~ ~oubro 1.03 
12. Kafatlal 1.74 
1 3 • Mahind ra & 

Mahindra 
14. Modi 
15. Sahu Jam 

16. Sri RB.III 
17. Surajmal 

N a gurm aJ.l 

18. Ta ta 
19. Thapar 

20. WBlcha• 

i:t:~ Total ,. 

1 .1 0 

0.46 

1.75 
0.38 

13.65 
0.77 
1.07 

39.73 

2.84 
0.77 
7.00 
2.10 

0.70 
1.42 
0.52 
1.40 
1.80 
0.97 
1.02 
1.66 

0.97 
1.24 
0.10 

2.02 

0.36 

14.77 
o·.83 

1.04 

43.73 

2.41 
0.72 
6.30 
1.90 
0.84 
1.39 
1. 49 
1o44 

'-1.91 

o.95 
1 • 11 
1. 43 

1.75 
1 .27 
0.97 

2.15 
0.34 

14.85 
0.83 
1.15 

4.J..16 

2.01 
o.67 
5.66 
0.52 
0.'18 
1.26 
Oo67 
1.46 
1. 7.8 
1.08 

1.10 
1.21 

1 •. 51 
1 .12 
o.oe 
1.94 
0. 31 

14.06 
0.74 
1.08 

39.04 

.1 .60 
0.62 

5.03 
1.71 
0.56 
1 .09 
0.48 

1.83 
2.03 
1 .11 

1.25 
. 1 ~30 

1.64 
1.05 
0.37 

1.76 
0.27 

12.06 
1.42 

o.9o 

38.14 

Source: _ Compiled from LIC's Annual Reports. 

1.35 
0.53 
5.43 
1. 31 
0.44 
0.99 
0.42 
1.52 
2.14 
o.89 
1. 31 
1.40 

{.57 
o.96 
0•06 

1.50 
0.27 

12.00 

1.85 
0.70 

36.60 

2.24 
0.49 
4.99 
o.9o 
o. :n 
0.83 
Oo47 
1.34 
2.38 
Oo76 
1.73 
1 .42 

1o22 

Oo'/8 
0.12 

1.27 
0.24 

10.48 

1 .49 
0.40 

33.88 

1.96 
0.99 
5.16 
0.84 
0.37 
1.10 
0.38 
1.52 
2.13 
0.92 
1.81 
1.36 

1.56 
0.68 
0.11 

1 .09 
0.27 

10.11 
1.41 

o.oe 

33.85 

2.64 
0.97 
6.10 

- 0.84 

0.36 
1 .01 
0.44 
.1. 38 
2.38 
0.91 
1.95 
1.67 

1.90 

0.79 
0.11 

1.12 
0.27 

12.02 

1 .43. 
0.82 

39.11 

2.86 
2.25 
7.18 
Oo90 
o.3o 
1 .26 
0.78 
1. 31 
2.20 

0.76 
2.88 
2.3"~ 

2.21 

1. 37 
o.o4 

1.15 
0.02 

11 .81 
1.37 
o.9o 

4).88 

2.29 
2.44 

10.47 
0.98 
0.24 
1.02 
0.69 
1.05 
1.93 
0.70 
2.74 
2.05 

1.99 
2.87 
0.44 

1 .17. 
0.06 

11.27 
1 • '!11 

0.51 

46.22 

Notes: (i) All the Business Houses are regi~tered under section 26 of the K.R.T.P.!ct.,1966. 
(11} They have been selected on the basis of the. volume of inveFtment by L.I.c. 
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0')-
.~ 



. ' .: r 

284 . 

on, J1s·G.Mnrob,19a6. :In,rwc:rtt'lents :tn :rn .. ef.:erence ~hares d&~~ined 

· fx~~m 11.3 pex~cen t in 1975-76 to mo.re 2 ."'/ p~exooent in the year 

19fi;-.a6. ll:he oompo~i no:n 6f total. .inv~stmentrn in Un(~eu."'takinf~ 

rfil~i:mte!'@d under. tneotion 2·6 ot' tbe lht..·a.T.l~.Aot, 1969, ~o:.r 

tho yea.re t:~nd·or ·review is-:giVO!'l. in Tnbl.e V.II!.11. 
'-; . ! ~-

The purpos0 of life 1ru;;;·u:ra.nea huo.i:neaa itt not _to 

tinR.noe industry but oa~eht:3.al.J.y ·to inveat. thn Gtf~Nine;s of 

pol.icyhoJ.d.ere aoqu.ired. in exchanf&:e for promi~e to pay· the. 

po~icyholclore o;nd/or bane:f:i aierie:s a. oontr:c,telted sum either 

:tn lc:ter• s ~if'e or upbn cfG(!);t.h or hap~lm:d.n.q of a aert~in: 

Gt'~ient .• Tha :.life ;!nnuraneq OOI':llpanior:.< ns· f'.inRnaia~ :inn.titu­

tions., t\iffer from inV'.Q£-ftment oompaniee, "a!l.d un:i t trusts; 

in -~espeot of' ill'lf(1<Stme.nt .of their .ftmde •. Ynv~ettae.n:t in Q~.ae . 

of' ii·f~ .inrnu.:ro.noe oompanie~ i.s in(lit.lental. .to i te nature ''of 

buJ~ine~~~. to proviu.a prot~f:ition &g!!-inet ri::a~ oovGred · by t.hem 

wh0refts. i.nvtlstment i~ tha primary o~o,jeotiva crf' i.n.veflltment 

compani&~ and unit .tru~ts1 •. t'i~h:e opora:t;tonnl. i.mpl.iostion of 

thiEt :featur~ o·f" ·in.f-lU.=t'l"!Jlaa c.!lrapm..:uioe. :I.e that they are · gu:tde d 

by . the rionrd.o;ern.tion for ;proteetine: the interest o.f the 

en·omour:; pol.io.vbol.<lare. l'! -whoso money t'hey ·hold in truet f1.>r 

'vhi ah rE?a~on the.ir in\UH'iit!l.ten t pol.~. o::r 1 n tdot!ely :r.e.gulB-ted 

with r~f'erenc~ to· ~l1.:-;ible: inv(Uiltment for _their portfolios. 

The L].:C· :tP.J bnaioal.l.~r on invoet:m~nt :.i.nati,t\:lltion and not 

Q. th~VC~onme-n t ba:nk 1trime,rj,~ 'l" fli tlonsti tuted to n.rovidG f'il'lUn-. ~ /w . t} ;{! 

aial. anei stan O(-); tr.) :h1d ttf'rtiries. 'rhe primnry objqotiVG of the 
... ·· '" ..... , a · · r r r .- :tl . .• • - .liP• 

1. · ltobine, s.r:~., .Managin'e:' tleouri ties, Oxford U:niver6i ty 
: J.llrass,· 1954·, P• 426. : ·. 



'!A»LE VIII •. 11 

StB,\ll!iflnt ,siinvwing Tfi,e Conp'Osi't1n,n ;o:f !'n'tal. Inv~s-tmenta in U:nd,e:r\\a.ld.~gs 
Reg1~terad. Under u •. a.ti.l?. :Aot. ·1969:. (Ra. 1$li -tl~:rea) •. · 

---------------·------------------------~-------Tears aa on • Loan a ' lJebentt&X'C'Jf:l • P~et .• ~brates -• Wqu1ty : ~otttl. 
t f' ·t • r; '1 s't.Kereh -, _ . . . . ! ~ .. ~- i · . · · . . . . &~arces . 

------~---------~-------r-------~---~---~------(1) (21 (') · . {4) (5) (G) -------- --------~~-----~------------~----~-----'1916 
1917 
1978 
1979 
1990 
19a1 
1992 
198, 
1984 
1985 
1986 

,,:_,, ( 18.9) . 

46 •. :5e (21.~3 l ·. 
50.7'3 (21.2) 
44e:'55 (18.0) 

57.,1: (20.8) 
96.6& (29.?} 

152.2.4 "''·'> 
161 .2,- t :;s .1 > 
190.46' ("·61 
19S.,7 t5o.5l 
240.40 (:11 .• 0) 

4S .• a9 (25 •. 5J 
53..26 (24.5) 
5Eh20. (24 •. 4) . . 

" 64.16 (26.0.) 

72.71 {26:.4.) 
. 75.69 ( 2:S •. ,) 
'102.86(24..6) .. 
.. 124.02 (2'7~0) 

'17,.28 (:,2~2) 
'263.69 (40~5) 
<'''·'2 (42~Sl.) 

21' .6o ( t1 •. , )' . 

2,.So (10.7) 
24.32 ('10.2} 
25 •. 22 ( 10.2) 
aa •. s2 { 1o-., ) 
.2(;;.~5-o (e.2) 

2.7' .64( f.i: ·'). 
2t; .... ,4 ( 5.7) 
27-.82 .(.; .• :!) 
21'.:>05 .(,.2) 
2tJ.B2 (2 .• 7) 

84.79. {44.,) 
94.97 {4,~.5) 
105.:56 .{44.2) 
11,.26 ( 45'.8) 
117.25 (42.::.6<) 
12£ .• oo2 'r,s,.s )' 
t36.,5c:;2.'; >. 
14a·.o2 ( ,2.2,_~J 
156.u'9( ~.ol 
168.08 {25.8}. 
182 •. 02 (2,.4) 

191-.59. ( 1oo.rl) 
21.7.9,(100.0} 
2~.81(10~.0) 

246.99(100$0) 
!.75-.79( 100.0) 
324.87(100.0) 
419.09(100.0). 

459.61(100.0) 
5Yf .• 65(1oo.o)· 
6St.19(1oo.o) 
176.56 (1i!O.O) 

.... .., ..... .... ... ...... ..... -- ..... ..,.. 8lll;r. ................... liiJr!lj. ...... ~ ........... - . '"" ............. .., ilo.::.! - ...:ar ...... -. .. Wlilil -=- .. """""' ..... .. .. "!oo:iii -- ........ 

~our~et C'OIIPUed and· co=pu:ted :from lliiO•'s :AnnUal Jliep:orie t~r 1ibe year8 19?5-76 t.G 1985-86 •. 
Hotel!; (1) Figures in ~h-e ·braeketm r.op.r.oa·ent I>G~cen:tswts at ~otal ltivas~ent. 

' . . 

( 11} Loans includ.e - berth tema l.o.nne arnd sho:rt l.otme •. 

l'V 
0':) 

c.n 
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LIO .ie to epread the oesa~"lmo o.f .lifo insurance a."l.d .irl p,t.\2'­

St».anoe o.t t-'ittnining thin goal? the LlC has to .inveet the 

a.~otmt xaoe:t'Vetl f~om polioyhol.da>:os in the :tom of' pl~ernj .. ume 

in the ·best .intP-rest of the latter aooordin~ to ~Lli.din,g. prin­

oiplao p.rovided t;y the govomment. The genern~ :pattern of' the 

int1'3atme!t·t of l.if~ in.ftnu•~:moe funds in Ind.ia ham tm1.l~r~ne a. 

marked ohan-tr,e ;pa:rtiaulnX~ly in r.eoent yea.rrn._ The investment 

in col"pora te e.ecuri ti ea which p:rGeen t\'Kt o. ~oueir:rten t · impJ-Ov0-

ment from. 1.e por coot in 19·14 to 6.7 · po.~o6lnt in 19'9 and 

furtlu1Jlr, to 1'3.9 peroent in 1949. The tJhfl!'lfl':ftS :tn the fi:Onera.l 

pattsrn of the LIO inv~sd:.ment oon be abown in t't<-10 ·ways. In 

the f1rat .Pl.aoe, the 3t:EH.:rtor- wime inv~mtnH~nt of' 'the Jc.J.C 

revefll.f!} that th8 ~ha~e ot the pr.i.vate ae.oto!"l,includ:i.ng the 

joint-~eator)has ateop~y deoli:t:HKt fro~. 22.6 prll:Vcent in 

1956-57 to 1~i.:; peroent in 1960-69 P.nd. ao ~ov~· n.e 11.6 per­

cant in 1976-77. :By tho end rJf u~>lrch, 1986 .it was 9.:; !H.?Jroent 

"~he L!C hae r&ported. to h.a..ve r)t1H1U tt.nab.le to m.al:te even. 

th~ pormisr-1ibla 10 1]ercGn.t o~f' its tota~ investm(m.t~ in the 

pr:ivate s.e~tor b&tlfl·UOO of' the· l~.clt of' ret!lsonnb.ly ~ttrno-

:rhe· e~HlC}llJl aepeot of the. r~lC. i,nveetment Jm.t·torn rolEttea 

to .1 te inv~stments in. vnrinus types of neaeta .. 'the ava.i~able 

data eloqu.ent~y bear out the 3'te.t.Dmi1nt that the pattern haD 

markedly chiD.need in reeont ye~re. ?:he t-;'hnrp rif!.e in propol"-
, ' . ~ 

• 
tion o:f r~eourot~s f~owinr~ into hoUt::\':j,ne: nnd. annthftr vmlfaro 

soh.emes o·f' etate govonua.on .. ta ltnei. in eJ.e~trici ty bon.rds ~:u:•e 
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nc)t!iivlorthy. Loans t>~iven b~r the Ll.C for th~e-e purpntiHrr_~, f'orme\.l 

about a quarter t)f :t·ts i,;;otnl :;u'§r:H3'tG j_;n, 1973 again~rt cml~r 10 

pex>cent .:!.11 1966. JJon.no to state e1.r..,ctrici.ty Doal"{lO nlc}ne 

me11douoly, itH.n"enu~ed eJ)(tr.,ia.l~y ltur:.tnn; thflf pe.rioc1 unclor o'ti:r" 

review by am~~ndmente in aeetion 27-A o:f Jnrnuran.ce ;Aet on th~ 

reaom~nm'ldatioru~ l'?lf ~r~~<\~nnatthan nommi.ttee ( 1970)., which :tnser-

teet a ne\~ og:t;ei~ory of' sooit:lJ~l.y or::tmt'iie-d c.ector i,n tbe port­

folio inve~tment of the LJ:c. 
With: h:tr-;her pera_entng~ of renon.raee r.nir .. p ~nto the 

the pronortion 
..... '· . 

1975. 

en'te!',1')Ti~ee in tll9 pub~ia A-nil :p:r:iva.te eeetnrf!l iJ.Yl the 

f"ollo,,~.,int:~ ma..~ners 

( n.) &luhscri bing to the E~h~~rem nne. {tebentur<1lls/l)onda of 

epeoi,slised. f'in8,!l{linl inf3t:ttu:tiona ·f'orrned for provid.-, 

111£~( fj,nandi.:;l~ ael~iet.r~nce to the j_ndustries in the 

(b) pirovidin;r, eli reat · ·f;inarici~~l asoistnnce to init.u.stry 

th!"OUt:h loe.na, and P.Jubaori.ptionm to ~hares an.d 'daben-
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(o) :By pur~Ji':ar::!iti~ t4hareu .a..~d tl.elh~ntt~reo of. o~i£ltinf~ joint 

etoelt· aompa.niea th]l'ou.¢1: indt~str.ial. ~e~nri t:!.es markote. 

Defo1"e eor.'lmenein~~ nur ·di~aussion f'or individual. 

items of ind uetri~ finance by the LI 0 :1 t. :J. A -v!IO·rtllwhile to 

hnvg an overaJ.l view of ita oopital market aotivi ty in f'ina.n-

. oing thQ '{)orporate neot~:r. Th~ outstandiltg invGstment in 

f'inanoi.n~ tho irtdtutrCl"'ies .ae on 31 ot.Mnreh.,1977 ws Rrn. 445 

oro:ree a.f!l comparett to n~. \"{5.,0 OX'orea nnti R~. 219 .• 60 or.oras 

in 1956-57 and 1966-67 rer;pootivel.y .• 'At tJ:u~ end of Harcl'h 

1986. tho L!C' e inv.tlstuHfn"i;; portf'Glioe .stood at R~. 73fl.5S. 

ororae. Th~ re.lat!vo nhnrck. t>f hold:tn~e .in the finan~ial 

ineti tution.a warn ona-i".it"th of 'th$ total. in 1976•"/7, whioh 

repr<.iu!len~oo a mor6 than three-:f'ol.ti incrc~le,e. ov@.r 1956-57 •. 
I 

SimiJ.arly,· direct ~onne to oomp!?>niee hnve l"etaorded, maBE:i:ve 

ir:tarellae !Jrom J..eaa than Olle ·p&:rt1ent i:rt 'the year 1965-66 to 

13.46 poro~t in the ye~~r 19!l5-tl6. 

~he ooi'"]lorate se.ouri·ti.es have dew.inoo in its rele­

tive impor·~.,noe conr11ietently ev~r Sinoe tho !tnoeption ot the 

I;;l'O. ·In 1956•57 ae bi·tth al?l 94 · pe.roetrt ;0:f ttte Lit~·· s inv(itst-. 

ment in privs,te eieotor (in(ll.udin«t joint-aeotor) t~s in the 

fom of stO:ok ox~hange .. soGuri. ties. It a~e doV..'!l. 'to about 

70 peroen~ in 1975•76 .antl to 6:2 pero~nt i"n 19€15.;...06. It ie 

evic.'iar;~. t tb,a:t ma.rkoo e~inllft.fle oo~u.retl in modus ()p~;randi Qf' . ' . . 

·the L!C aa rega~e i'innnailw! of privata ind.u~trl"• The por.~t-
- '< ; ' • ' . 

:f'ol.ioe oomp~:Lged Jnainl.y ~f oo:r.porat~ securities. in 1956-57 . . . 

but sinoe . th.en ,upto 1965-66, the holtlinf',e' in :to~ 6'.1:" 

.lruu.:l!nm ~.nd en:tb.eori!lti,ono to the eeauri tioe isrn1et~ bj," ·the 

f'inanoia.l itu~ti ttatione hav~ gainad. si&~i1"im.~nt p:r.•oporti()n 
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for the 1~,10 to pl~,. a v1.taJ. ro.le in th(,.t :tndia:n t)api tal o1n.rket. 

Thi~ oon be dona ~>y oa~G2J.b~if:1hin:Pr a well.-kuit inntitutionft!'l~ 

link bet.wt~en the J .. tlc' and othe·r f.in.~1neial inr'lti tutiono e!l;.~.r.~<XL.: · 

in p!."ovidil1f: f'ina:nai~.J. a~eiB.tance to in(\u.~;tria~ enterprises. 

!lin co LIC ie not primar1~y a .. Yl inveett~ent :tnsti tu.tion, it ir1 

not suppoeed to h~ve onbugh f's.ai.l.itieB for evm..lufil~ting a.nc1 

juclginm the i:ndutztt;rit:.U in1!®rrtmentc Xf moz•e fu.ncl..o are provi­

tlef;l to the speaia~ . financial .. inBti tu.t-iml~ 'Qy th.o LitJ, these 

insti <t;ut:iol!HI can perform the wol:'lr r:Jf irtd us.trial f'infdnc:.tnr: 

in· a. bGt~er ~vay •. J;.:t p:r.6!c:llon.t 4.2 percent (as on '3~st.i:'iarch, 

· 1986) of Life Jjlund in anvea:rted ;tn ·tho SBHJUl"i tietS! of f"inano:tal. 

.i. . .4,.· • ...,... I~ ,:t i _.. ~. " '· 1 ...... 1c· t t~ f". ~~lA'"'l.'ttt•J:tonnc l. .J.. s J..nOEf.\me~t~. l..O o .. o . ' per·oe!l ne :umn-

of ~a v:in c:s of tho oomnuni ty. ~Y1h.l. s o,~n 1;;o done !;ly ~ed u cint0 the 

yercmntag:e of inves·b!H.mt in 1n'ic r~o·11~n1ment D~'HH:tri t:tee ·from 

50 percttnt to 4-o peraon t ·af.l. roaou:um-anc1ed by the 1!!:r.a Sezb1yan 

Committe@ (1980). Anoth~7.".a•.lvantame of ouch change is that 

sinao the SfH)t;.ri tien ·of· to:rm-J..endin€1 inFJti '~u.ti.oru::: n.ro c;uaran­

t9ed by the (?;overnm&ln:; Hli.d. they oa.rry l1.igh0r.- rato of i:nterf}r;t 

tltay o.-m he :pro·ve(l as ®l~t~rnative of f:ltraight rt.mrt. seouritiea 

puroha.see •. 

~~eoond~~l, the Lin cEm '11'1?R..Vid its tlireot financing r..rf 

· indu}3ltey throtl~;;:h thm finn.neine of social ovt}.rheada cnpi tal. 



Rogard~ern~ ot firmiprofitability, the ~ente from the omployeee 

woulcl make 1 t poeei'bJ.fit to assm:ue the mortgage d~bt 0.11d pay it 

off aafe~y rutd rapidly O'rer a. JH!llliot1 of time. 

Finall.y, a broad~nin~~ of defin.ii;j:on ot itn,pp::. .. ovml seau­

rities•• to include ~oaJis e.~~ninst po~ioi@a :for 1nd.uatria~ 

· r.ntrpoaee n!ip;bt hs,v$1 ~, etiti:ml~i'tinBi aff9•lt on the development 

o-t smal.l-aaale j.ndur;!tries in 'tllG country. 

B&eides di.reot rinal1oinrg to ind Ut!1try in private ~&otor. 

the LIC aJ..fi'!O f'inancePJ intla,rntry indireotl.y by invt.?.atin~ in to 

ehnras and bonde of spe<~ioJ. :fittnnoi~,;l in~'t.i tut.ionn - bo·tb· 

state · J~evu.l n5 wel~ ·a~ AJ.l.. l'nd.ia. ~~hi.s :tntlireat· ind tl~tl"itU 

1 ta very inception and Gte;to ~ina,noial. (JOl"J)orationa and 

lnd a atrial 1"inanoa Corpo::rn:tion o-f~ !:n<lia were the uuti.n 'ban.e-

fi c:ia.r:toa. In 1936-5'7 the JJIU· h&'i }(tj. · 0.76 eror~ as out~tnnd.­

ing. investment~ in tha IGI~u: })ut tram 19:•s onntt-'krd tl i" had no 

euc-Jl: bolt\in~~a., Onl-y (\fter ·19''f'?..:.7s, tha-t· io, n:eter t\ gn:P of 

cornpJ.ata t\'1(> d eaadoe, the L!O h@.ls n.rr,a.in ·stftl"tad subf:?cr:i. bing 

to clabe·ntu:roa izouett by !C}!(!I. Tha initi~~ capi-tal of' tho 

Unit 1.1rust of lm!l.in wae su'bamr5~ boo by the LlO in thQ yo&r 

196·.tl-65 w~1011 thE~ tome.r· ~lille into fl):d:stonoo under a specir...J. 

.liot pnsf!6d ey ttts Indian l?n;rlitm!ont. XiitP e indirea·' · finnn~~-ne: 

of· indti.ctr.iea broatien.ed ~in~c~e 1974-75 when ·for tho firotd;; timo 

it startn-il to rnubo:ori.ba; tt) tlHJ ll<J~ndt} · im~ued by the Indu.atrial. 

Devel.opmant Bt\nlt· of .I.ndiu.. 'l~huei', iih~ :r.,:rc, ;provj .. deo f'm1de in­

directly tor finMcing px•ivtJ.te saotor inciunt:ry thrrnJ..~~ll three 
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:Uational. JPinHl1 Cia.l lnr:ti ia.t ticH'!&, Vi Z.e the Jnd tH')l'i.J!'iH~ J?inance 

' ' 
Corpol"at::lon or India. th<w1 Unit ~i~:t.:>tu;:t o:t :.tncLta and the !:ndust-

rial D-9velopment· B~..rtk. of 1t1tii~. a.:nd one s'tRt~~leve.l institnt.i.o?Hh 

that i.fh the Htata Finrmaial. Oo~po:rations. 

1Xhe ag"r:;ror;nte amount inveatf~d by the ·:r..!O: in this 

oateGQry '~m.s RG. 528.24 ororee (on 31 .:;.n6) as compared to 

R~. 4.6 orores 1:!i. ths. yet'itl"' 1956-57. In t~l"''DS o:f p~rcontage~ 

•.;?helf'ene in 191j;6-57, :!:t ~c\'t=MY about 1.4 pe1"'oe:r:tt of the liiO"o 

total invec;-;tmentm
1

i t went up f§Tadm:dly and i!l 1976-77 :i. t 

alnw st doubled a!td r.eno1:Iet1. to 2.6 JH:H"cent .. Howeva'l!", tho 

tutions acooun't;ed ~for 4o~ percent of the tot~~ :tnveatment 

d u.:r.inft: 19B5-86. i"" airni~n:t~ i;:t .. onei rnay he. o b~erved. 'tNhan the 

anwunt tmc;1 ®r t:hi'l! head ±a coropHred ~r.ith the totn~ e.Br:mte. 

b~? the :ft~d tmtr.ial.. DeveJ.oprao:a t :Bank { 40 pa~ce:n 1;) ~~. Hr..nv~ver, th.:i.f{ 

t1~~nd \tJ;H~ · oortJp.:l etely ro,ver.e~d i.n til~. -f:iret :f':!. ve yEm.rs of 

6'i{;hties~ i'he poril-1 ticm in te:r.mn o:f p e:rcwn tn~~ on ;·1 Bt.1\~areh 



tha :b:tduntria.l enterpronuer13: it1to ~t trel:-y tit~ht position. It 

hr:u~, really hectnne a j?o:r'midahl.e taHk on tho p~:.r·b of. tbe pro-

eon.roe. ~hey, thoro.f'ore, have been oompel.lm\ to e;pproHch 

finrmoiaJ .. i.nr:d;i tu;tionn incluc11n~ thu :&10 to rRiEJe their 

{~&1the:.red irnaonoe po:pulari ty, i.n oou:rze ot ti~a·. 1:ho percen­

tnn:e of ~oano to totn~ a.~§;'!eta of th~ 2Jle "tl'lil£1:1 mn·r~ly o .2 

on aq,ui ·ty di 11iuem.l • 

.. 
as or1 :71 et.Mal"oh,1976 • w.ru'$ lf.n. F>5 .20 <."!.f;'O !'oo. ( 4.:~.,5 :per•.cen·t ot 
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and pref'erenae. ebf1l"Os) 1~/h.~reas tl,e .nnme e.tnou.ntoo to RB. ·376. 19 

or.or0~, aA~ on Mar·oh '31, 19B6, i.e •. an :ht.oreaue of ov(lr.4 •. 4 'timee 

during th.e study pS~rioo. lnveatmet.rte in lonna ~r1«i debentures 

of aompanioe to total invaetm,E'ffit. in priv;itte netltor i.norsnsed 

from 44.5 porcont in th.e yea.r 1975-76 to 71.6 :peri'.:ent in the 

yenr 19a4-H5. This indic.n.tor; that the torrn ~oa.nn anti, dftben­

tures of pub.li o limited oompanies f.i t well in the L!a• a :J.nvost­

ment portfolio •. 

'i'11a :tn1"f1St~l8nta .:f • .n ·the new lt:aeuee, p8:.r.'ti(:nU.ar.ly .in 

ini tia,l it!H3uo·a of naw compani•in.- · oarr.v on inherent l'iak ot 

not sriol.ding any return for a tntmlJtll'" o:~ ~rear~ 8!1<l; in fa1'Jt, 

:.~n:ioll inveatmanto: ha.VC! a tendu-noy to dOJl~O(lia'lie :bt V'alue. ~he 

app:t10f:l.Cll of tho LIO in lul&,·n .. wXli t:ing i1.1t tha:t of an inventor 

and not thi~ot of' a oatalytio nttent to i!IGl'l(~rate public sube­

criptic,na. :1: t io oo,id th:rjt the ne'v ist~us;~ market is the 
·, . 

p~eture for tho rn'tm.gs who apply tor eluu"f.h:t in n®w itHJUEU:I 

in 'th~ ex.i.Hm·bation th~t tb..~y wil~ :be nbl.n to obtain n plo;ofit 

on the trnnsn.ct:tona !':tS ~oon~ n.~ tho shnr()f!t arOi quoiied on the 

atock e~t;he.n~e. Tl1iru 1.s. how"vor, ltot the a.tti tutle of the 

J::J:\;, whfch ia a genuine invotttor. It tioea uot !mlulge in 

~peculation nor doga it take the adva.nta.ga of temporary 

fluutuationo in tha w~rkat prices. It 'invewte 111 long-term 

barpis~ 

'!'h., L!a ha.m b&aon:Jtl a dom:!.nan~ factor in the under­

v~rftine aot:i.vi tir&a o·f nev.? issues in the Indirm C'~pi tal 

1\~ark!llt. ~·he it•lttent of '; .. ts · ehare in th~ urt(1erwri ting of new 
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ianue!t during tho p(~rlod 1956-57 wan about one-e.ixth of the .. 

tots~. It wne ce~tait!l~r the. ain~~lo most ~.m;tmrtant m1d~l\oa 

W!"i t~et.> O·f' COl."')lOl"8ta iesu~s. 1Juring the peri.od 1956-60 jJJ:C 1 9 

ahnra in the ~totnl. tl..lliterlvl"i ting deal.in«l we:ry flhnl'J)l.y nna 1 t 
Q.9:me d o~ ... n to 5e ~ 1 • Roweiver, thereafter Si Mar~red 1r.np~tovemell t 

cHlcured in t~G l"'Ol.Ei of !il:O anti durine: 1961-66 1 te pr.,por:­

tionattJ eha.ra ah~:r.ply :rooe tQ 21.4 perGent. Thi .. e 1nerea[:!ing 

r~~:te of' share was maintained <.turin~ tho oub.aequ.ent period i.e. 

1967-71, the aet11al. ahnre beinf~ 22.3 p.fu"cent. Hovmvor, ~inoe 

1972 a major sh:tft hna dol!l& nbou;t in "thE) L!C' s 1mderwri ting 

opera tiona, a.nd its .~hm.ro in total underwriting oame dov~-n 

to a mora 8.9f! .• 

. ,~ . 

r:-elat.! ve importance or f:'mouri tiO!i iu ii~te L!C' a ilwest.-:lHmt 

!Jortfol.io2 • Inareaeing im},ortanoe ham 'boon given to inv•at... 

mont in the auaial~y orif:intetl Sf)h~mes l"'iitrht fro~ the early 

eevau•ti~!H?J~. The LIO~ s underi'.rri ti11~1 opt:.~ation io an adjunct 

to and. io ~~rge~y infl.u.en•'e by its invest.'-l~nt pnl·ioy i.n 

jo:tnt-stoak en:terpriae.e3 •. 

Th61 aoneantmtio.n as well. as th<t inarf!ln~~.i!lg prearm.rtr~ 

of oon tinuoualjr m.aasivo· funds, conJbin.Gd 1Ni th d:i.:t.fi·oul ty :Jf 

acquiring oound s~!Hluri tie:a in· adsq,uate.ly larr~e a!ilr;>·un.t H.t 

raaaonabl.e pr;t.oeB from the ~aarHl(t-hf'tiVl market baa ~€0. the 

L!(} to go to new issu~ market 'in 'b~g m1.y. Tho pu.rchenas of 

il, ., M111. 

1. Khans 11.'!., •:tntht~trinl 'Unclon..;r:!.tin« in India'» Poona, 
uaroh, 1977, :p.56. 

2., .~an, z,~.1t. • !nditm. J?ineno!al t::;ratet?h op. ei.t.p .• 97. 

3o K.han111 M. Y., .new i1arke.t and F.innnoa for 1:ndumtriee 
in !ndj.a., 197S, P• 78., 
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new ier;)u.as 'by !.1'0. invariabl.y tnltae the form of unclorwri,tine. 

The . .r,:ro. as aJ.rently atntett. a.l.wn.,vs applief.S f'or the purobaP~e 

o:f seouri tiOG. undomi ttan by it. ~rom operational. view point 

1 t .implies that LIO ~"Oul(l. a.~rea to U.!1de:r.wri te. only auoh ioeue. 

whi·eh woul.d fit in its poP.tf'o~io 1nvestmen ta. Lie is very 

sol.e'otiva in the f:taJ.d of u.nderwl'i ting of new isr;ueE!. The 

res·tri(Jtive naturo of LIO 'behavi.our also retleotecl in _the 

small £llu.pport to iesu.ea o.f. new a.ntl sm.nl.l oompHni.ea. The st·a t(Jeo 

~J.ise and induotrJr-~dee rgc.orda are ~iro12tlrly. indi~tive of 

S~.mil.al" COU(-.J..U:~ions. With rogard to. ita underwri ti!16 op6ra­

tions in n~roupn i.eeue; . LlC' s· support hae · bO!an more marked 

in ttnroupn i esuea rnthe~ than ttnon..;.group•• if.muef:t.·. In the 

recent 3raara, howaver, thera hnrn o0en a olm.t·u~e and the J~lll 

iB ;euppor·ting "non-aroupn irnEm.ev to n. r,reater oxtent. 
. . ' 

The underwriting operations o·.t. the L!O in no doubt, 
' ' . 

pl.ayin~ an. importunt ro~e 

dev(:;~lopmen t of the ootmtry but most of tho .nnt~er~i ting 
' l . " • ·,· 

!)e~fomoo by ·t~~-=- ~~ .$. t bel.on~~ to tn0 tinanoia.~ ine:ti tutiona 
• . • I 

in the pub.li o sector. I':f" ~le, look into tho :pn ttern of unc1.er­

wr:i:ting OJHlrn.tion.e, it i.e. found th~:t the dehmturen. nnd ,bordo 

of ·r;1li'Ce Co~J tral ~o-operr..:ti ve .t.n.nti Deve~opmen t n~nke, f3tate 
' ' ·, 

EJ.ectrici ty Doa.rd/~or'pn!.'A.tiono and bond~ of AJ.J.. India f'ina.n-
. ' ' 

c.~ai inst~. ~ut:tone dominat.e, the Wl(.ierwri tin~ operatiy.ne o_f 

the L!C. ~he tl6be.ntures and bnnds of ~uoh ·t"1ne.noinl inst!-.. . 

tutione, ranged bat\~en 4";.6;;. to 6.5.97{· of. the total. 9..'IlOUnt 
• . ' ' I 

~ " ' 

The pro:port.i.on o:r ahn.r~s a . .nd. d.ebanturee unclel"wri tten 

by the .r,!(' in reept3!et. oS!' pub~i e l.im:tted aompania~ ilt the · 

pr.iy~l.te 1:1eotor 'lma ver~ insi~~ifi<Jan:t; th.€':ir eharee in terms 



' I ' , • ' 

. ot peraenta~0 wel."e 2 and 6 j)EH:"cen t l:'e~octi ve~y, e-,:eapt .in·· 

the year 19t12 when the eh~tres ai1ll «~benturefj; (.)f. pu.bli~ limi­

ted eorupaniea alnimGd as bt{th as 22 peraent ot the tt)·Gn,l 
. . 

' . 
' . . . 

amount lmder~~fl"'i tin~ dtll'l"inrn that ye~kr. ~he ebare of the limi-
. ' . . 

ted eompauiea in the mldorwr:itil:1~ opera'tions ot the LIO 

durin£~ 1984-05 and 1985-.B6 ':<ina uiJ.a Mo.rooverlf in moi:oJt of the 

o~tees onJ.y (.\ebentur."e~ o:f th6 public ·lim::l tee eompanioa well"e 

tmo.er~.~ri ttan. The sh~l"Bf1l~t ed,ther' p:roforenoe or oqiu ty were 

. u.~1dertvri ttsn in rn;o ®a~e. ~hie iH don& to avo1(t tlw r1ok 

in the· f3tability ~f ea::nit~t~s. :me· aompo~.ition of tuv~erwr! ... · · 

tin!1 operations of th~ Lit: fo~ th<l periot\ under retriew ha.ve 

beon ehown in t.rnble VII! .12-. 

~~ha:tevar. might bo tbo qu~ntum· a:nd aroa(s of unite:.t\­

wri tinf!:f the .tiO has fill.ed up e; 'bitt vaauum in ·the f;.eJ..d 
'' 

of; u.nderwri ting. :By underwritin~ th_, de'banturss '-)kntl tJOlid·s 
. ' . ' 

of· state l.ttve~ f'in'8.noifiJ. e.m o.;her itietitutions, tt1e· Ll'O ia 

playing a vi tal. rol.o in. bu.il.din~ up tho infr.a.ntrri.l'~tlll.re of 
; ' 

the oaokward ra;aions for inltustrial (t~·vaJ.o:pment. 

1:-fotwi thstandin~ tho above, th~ ·X.! a ifi not pl~.ying ·its 
' z•ol.e in ·tho }H?fimoti.o:n of oorpornta p:t:livate ;~eotor di:rootl3r. 

nut by aubao:~:oi.bin{l! ~o tlebentu!'es floata{r by' J\~~ lnc1ia· J!!fn~u:l-
i ' • • . 

oial !nst:t. tutiono 1 t :ls int\i:r~oa+.J..y m.ord.ating the publ:! o 
. ' ' 

litni toil oompru-.des ~ean.use theno in turn Pl"'omo·te corpn:):r.a·te 

sectcn.~ of' the :r:ndinn ()OOl'H>'in!f• · ~~lH~· totaJ. Rt!Hlu.nt un<le:rwri tten 

alonr:11 ;d th the .ttumho:t>i> of ieau.~ls tittderwr.:t tten by the- I.! a dttr­

iJt1g th.o pcoriod 1975•''1"6 ru1a 19H5-lfl6 htitV& been ~hn'~A~ in Ta.bls 

VI.I1.13. 
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~~ !'AlJLll VI1!.12 
; 

' ' ' 

ata-t~:e:nt ~ho:td-n~ ·the C:ompo.-sition o~ mtdQ~~ing Opor2~?tlo.t~~ of' ~ho mo 
,(R$•: 1n 1Q~rea) · 
: ~ : l ~:· . :· .~ ~ ~ J ~ ~ . 

---------~-~-----------~--~--------~~~---------Tear ffehenturee m:ui 
Bonds o:t s-tato 
l.evel. 1nsti t~.P · 
tiona 0 · 

133:nd'$ of All. I:ntld.a l:{hftl't~s enil Dieb~ · ~'tal.. 

P'inanoiRJ. :t:nsti1~' ' 1 
., iuros of publ.ia 

tioos ~iQ litd •. companies •. · 

----------~~----------~---~---------~~-~-----~ (11 (2) . ' {'l ('4l ' ' (5) 

~------·~--~~~-~-----------~--------~-~~-~-----1975-16 4J.6s (a'l .• GJ · s.os :(9.s> 4.n <a.9) · 5'3.52' (1.oo • .or 
19?6-"17 65.01 (8£.0.) ' 8.22 (10.9).' : ' 2 .•. ,., {3.1) 75.60 (100.0) 
1911-TS 61.17 (84.2). s.25 (1'1 .•. ;4). ,.22 (4.4) 72.64 (100.0) 
1978-"19 12.69 ("/7.0) 1&.16.(1?.1) ;.51· (5.9J 94.:;6 (1oo.o) 
19?9-80 52.06 (64 •. 8.) ' ' 26:.08 ('2' •. 4) 2.~.0 (2.69) 80.44 {100.0) 
19ae-&1 61.02 (69.ti). 33.:ST ('4•1) 1.6e (·1.B) 96.0? (100.6 ) 

. . . . 
19a1-82 10.96 l1~.o.> . ·. · Go.<1T (65.!l) 20.20 (22.1 ): . 91 .• ,, ( 1oo.p): 
19a2-s' a,.a., (5,.5.} · · 6&.,o (4,.6) 4.ss (2.9) . 156.72 f1oo.o> 
1993-B4 6S.4t, (41!>.1) 89.00 (5ys2J 2.90 (2.0) 155.3$ (100.0) 

1984-85 10o.a5 (4'1.5). 111.65 (52.~0 nil. 212.50 {1oo.o) 
19'95-86 100.0' (44.,5) 125 .• 50 (55:.65) nil. 225·5' (100.0) 

-------~--~-------~---~-~~--~~-------~-----~---' ' 

SllureeJJ t- .Lir:•e Annusl. :Reports and .lb.'J®cu;nts tor the ye~-rl! 19.?5-16 to 1985-86. 
J.ll:;,teet- Pi.gures• in tbe b:raeke1:e a~1ne't each n=oun~ tn ool.umJU§ 2 ia 4 1ndi..eate p.e:reenteiltft$\:l 

o,f \be to 'tal nmoml't u.nc.\e!'Wl'i tten by the Ctll"J)O.r~tU~n 'for t.hn ~ JH~o.x-. . :j 
(2) {I initli#.te a.ebentul'es ani; bonds. o't Oen'tral. tto-OpertJ.tiV~ ~ lJ~vpt.F.rutk:s~ State 

· Finaneiel Corpomtiona, ·State Taeoiirtct·t,y taonl'd]<'or.pn. and o·ther AP.PZ'oved seeu!'i ties. 
(') t3fi inclw• Bond.e of A.U !"nG.ia :FinBtiaia:l lnti'l~i:tutiane,. J.ike ... llJBI. I.n.ai.IUIOI,.etc. 
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-----r--------------~--------~-Yenr , lfotal Ataoun~ ' lio •. t:;.f' :teau.eB, P.la~ed :tn the mnrket 
. t 

: und•rwr.i tten , wri ttGn durin~ ~n-1 ~ten. : ~~ri t~e:n in 
, (Rs cm~ea)' , ' .:the year , eiu.r:tng . the pl"e-
• · • ·- · · · ' , 'the year • vioms )"StU" 
f t · t 

~-------~-~-~--------------~----
1975-76 54.02 

1976-77 7.5.60 

1917-78 74·'' 
1978-19 89.80 

,1919-80. Bti.44 

1980-91 96.07 

1981-82 92.46 

1982-8, 156.72 

1983-94 155 .• 3ft 

1!184-85 212.50 

1985-96 225.5' 
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?:'he role of finnnoif!U institutions providing i'inanae 

to eorporats e;ect~l' has drawn the attention of ~be p.ahl~d to 

a great extont in ~aoent ¥eare. Whia bo,a come to oreate a 
lot of contusions and misWlderatand1nge betw$en the maJUl.ftO. 

m:ant of eom.panios tina.noed.' on the one hand,, and th•, fina.."taial. 

innrti tutione pro•1u:ln~ euab f'unde on the other. AJ. tbougb 

this 1t.mue doee not tal.J.. d;trectly w1th:Ln the aoope ot our 

ple'of!lent 'lJO!'kt yet, the topic bas .~n«l an i!taenee iaportttnce 

in the Indian preee, it ae®Je pertinent to include the eat11e 

1fi.thin the purview of our studylt. Horoov~, this ienue :!s 

directly flormeotedl with 'the invoetment Ptil.ioieo of the :r:sl'.O -

e.speoieJ.l.y in the oorpora.te neotor,. tb.e tmme d.eeervoe a 

mention in any wo~k roJ..m;tiJl.g to invee'tmen:' pol.:1CJ., 

~red1tiop~.P~l~ 

Hotld.thstnndina. ~1.tatione on the .invef!rt.t;nt of l.i .. te 
inr.nu'anae fund into part1·cul.~r company, th$ .lite insurers 

th;roughot.a't thG worl.d boJ.d a aubstontial. hol.dinge in a pa~t1-

oular companies, ot oouree euch ca.eee al"e very 11t~ttod •. :rn 

api te ot ~nabatantinl -tinanoinl. stake in the invel1ltea companie1s. 

the investing .life instWBn<Je oompaniee do not take saae «leg­

rea at interest in the ~anagemGnt o~ the aoa~ ae.the 

ordinary shareholde:re do.: Acaomiatt to traditional. convftu.; 

ti~n. the 1nauranoe aompanieo try to keep thenn9l.vea aloo.f 

from the tlUJJut,gem.tJnt of the invemtee compnn!ae. J!O\!ever,. in 

doing so, they indir.eotl.y keep close vi!.Jil.snce on the .Q'V'erall. 

pertoma.n.,e of the conQe!ltod ooapnniee. Aaaord:lntJ to Brifnm~e,r 
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~tLife inEUll'stto• Oompa.nieo have ~~&ne~nlly profo!'rad -to t1el.l. 

their hol.dinan when the oor.pomte pe~omrutoeo fall ebort 

ot expocta:Giono !'ather than en~e in e~text~1 ve eff'orte to 

reform or zwepJ.nco tbe ex:i9tine: nmnaBemqn,t. ~ntil.e tb:lm hebe.. 

'Wiour mi«h't hnva l.e:f't the :lees informed invoetors to boar 

the eonsoquenuies of menngeriaJ. shortco~illf]!0, _1 t ba.e f':-eed 

the in!!ult'snco companies ot poeeibl.e 1nver.!'tmon" in etrugele 

tor oorpomto con~role1 • 

di:ffieult,' 'if n~t . impos~ible. tlfbo un:lor...titnm' o~· any .large 

·etook of sbnr&a Miees pr~t>tictll.·diltioultioe• Hen1le,··ti1e 

,··' optton··t& ·~ell. a-n1Sf the ·nOJ.tii.nge' mau atot be ·aJ.w&yo S.vailabl.e 

· to· inati tut1on~ · hOlt.l'O'e whi.,h 'v.tll have ·1;o· exe:rcis• wi1l.y­

tiilly ·etteativ~f · aontroJ.'• ove.r tha: pertoftlRD.ae ot: the· oo!ltps.­

niee :in order -to mife~aa:tid: i<t~ tn•.eatm~ntG. In the new · 

· id. tuation~ ~eri:uJ.. tinm '~rilfil tho Ohanges, · the' o.ld !nl!titutional 

. ' atti tt¥i es ot koep!n3 eloof:- ~rott • mmta~oo}ont beoa~ee 'il.l.e-

: · ~c8:J.~W2 • : 6oriamoil-tinB on t11'e· pnriteive role· of' the LIO in- the 

· tnanagelf.l&:n·t -• of' ' th-e . inveotee · crimpan,t@.,,' the lnd ue~.;rial Li oen­

sin'j~ :?.Olic1· Inqu!.rw Commi:-tte8 ·fi:&eoned nw.a do not underettrtntl 

~trhy the gov$rnment has n-eed tba't ill8J)i:·ttl of tlle Ji:£0 having a 

eitbstn.n t!Ql. ehare)lol.tler" in the IOIOI ,. 1 t f!bould not parti-
. ' : ' • 1 '· ' ' • . ~ ' ' ; ' ! ' . > ' ' ' 

c!pa te in tho numagemen t. A:U ·st!ti'be epon~orsd ineti tu.tion• 
• • ' ' .··,'.• 1 • ' ' ' .. ' ' . ,. • ' • '. • • ' •• . ' 

ahoul.d. aoUV$l.y participata. in the ms.nattement of .the inveatee 
.· ! .· ' ' : "'' . ' . ' ' ' ' ·.· '. . : ... · .. '. 

S!.U, .comp~J:l.~e . ,;.~!:.... •• ,_ t : . . •u• ~ . 1 • *'?' , ., ,. . s\ ' . c u 
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,--

Aecom1ng ~ M. 'Y-. Khan, ttthe mere ure~enee of ·such· 
~ ' ' ' • ' ' ' " ' o • I • ' . : ' > t> ' ' • { ' • ; ,' ·,: '• ; • I ,' ' ' 

l.8.!rgs inBtitutiont).J.. ehareholder e.s LIO !e 13(nmd to have the 
; J •• I ·. > . ' ' l . : : . ' . . . ' ' . ' ' '. . . . ' .. ' ' • ·, '' ' . . ~ .. : ' ' . . : • ·,. I ·- . . . . . 

e~rs(Jt .o~ . promotittll _ grfl:a t~r finanm.n.J. di_eoipl.~(J am.on~ _ ~-~ 
. . . .__ . . . . . . .. . '. . ' 

Pt)wer in _ Yt;tri.ouB forme n~ainst the 'erring• tlUlM~(}nt of 
\, I ~ ' ' ; • ' ,' ' : ' ' . ' ' ' , I ' • ' , . ' ' . ~ • 

oomo ·OGl'Jlo:ra.te onterp_risas, sn~Qh 1nterverttion in . eorpom.'te . 
. ' . . . . . . . . '. ,·. . . . . '.' ., ' 

EDatlaB~men1; ia an inte~al. ;pRt't of_ th$ O'V9l"Qll. poUcy ~f the 
. , , " ' . ' • . I , , • , ' . . • . , ~ ; 

govel"'r,d!lent of' emp1oyin~ : eqQi "J hol.diqe of all publi 0 finittl-
' ' ' 

o1nl ineti tu.tiona _tor . ·enJ.alr«tin« tba rol.o o:t sta ta in me.nage-
, I ; I .' , ' . ' ' ' ' . . ' ' ; ' I ~ . . ' ) , • ' ' ; ,' , : ' ' • 

cent Mtl ~~ntrol. of corpo~te induatl'ytt 1 ., 
:\ . 

. ·.·. 

·t:tone depend$ mninly' on tho quontua of lnvem'tr:Jentm in the . . . ' . 
I ~ -

equ~ty ~he.re~;t ot a ptU'ti.oulu i.ndusu:lal. enterprioe. 
: I ., ,· ' • • ' ' ' • • '• .. • : . • ••• • ·,• i• • 

D1.8 .• L.O.Gup_ta had conducted eo surttey on 'tho pa.ttem o't 
• ' ' ' ' 1

1
.• t; • I , '• :\ 

oqul tsr boldintla in the pri-vata secto:r •. Accord.inm to hilh 
' ' ' . ''' . '· . : . 

ohareholdinB o:t aowaponi.e.e in India io not wid.el.y dif'tuf!Je4 . . . . . . . ' ' . . 

'but 1 e .largely oonoon-tra tGd qon~t B emnl.l. poup of' 1nd1· 
'. . ' '' ' ' ' : .. ; : . " 

ridunl~.! 'Zba1•afore, LIO' £:J equitY' hol.dinRR bel.Ofl1 tho: ~P ~ 

equity bol.tters. 'd.J..l. be of insin,ni1!ieant sise :trot~ tbe poin-t 
T ' ' ' ' 

, ' ... 

• .+ ·• 

than 7tJf; of' the !i!hares are .hel.d by' the top ·ten ob,ar~bolders 

in . the yem.rs 19•to and: 1974 .• ~his ie 'furthol:' coro'boratea . • 
' ' . l ·. I ·, '' , • 

ano-tho:r ~twll~r oo1feri.ng tbe com.panieB lierted on Madras ntook 

beb.ftngti.rai. ~houp')l equ! ty bl1tl.dtng ~a.tt~m-, ha~. oh,nnge'l i~ . 
I 

r~·oent ~re~~e. · the bald a· to·~,ur~ :11eranins ut\ChnngCil. 
'I, . . : ·, .• _.' .. ' '• . • ' • .. . •• ' ... ' ' • 

2 • · GuJita, .. :u.o_ •. , . ool-po'ra~e Wene~~m~nt and Jtcoounte.tnl.itreJ 
:Ma-i~lsn, MMma, 19·14, p .• :;2. · 
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' ' 

hne gained importance in reoen t ye~.trtt!h A tremondoue ohnnge 

in the . SC.e.-to-Q~nom1u oond! tiona.. inorea;eo in' the · voJ.:·ume of 

:ln~$atn:lon.te of' :t1nanoial it1eti iJutionof :!ntrodu~t16n ot con­

vertin~{l.oane and deben~u.res into equities have neceseintECI 

a eben~~: tn tbe rol.a nf LlO aa a Sbnrehol.de:r in :lnv'estea 

companies. Making an obaerve;tton. on the pr.eeent rol.e of L!O 
' . -~ ' ' . / 

·in the Oorpornte tr:9ntroJ., t•r. Gup'ta obaen.ed, r."I't is untor­

tunBte that the ~nlddomtione ''hioh. have .l.ed to c~eation o~ 

such monol.l:th wera unrel.ated to. oonei.derations of eoononic 

~~tioion03f• ~he i.nat11niti:()D i.t21ti.f ·h~e oomo to bet viewed: as 

.l~v:ere ut power ovexe prlv~te !JQ~t~l" firms. Clanking the rate ot 
ret~ en.nuiJd on :lnvee:ttle:nt~ ~a ir:t?eJ.eY~noect1 • · 

) .• ' 
''· ; 

Whe loll.oidntt atnin raaeon$ can ba attri butted to the 

oh!Ulge i.n the b.41haviou.r of co~pomte eontrol. by tbe fina.n­

o:1e.:L inat:l tutiozuh 

A eubetnntial ino%1'eaBe in the vol.wa~ of .inverJtible 

f'tantl s n t tho eomMmtd ot LIO bas ao~p9l.le4 it to invest more 

and more fu.nds in tb.$ :publ.:lo .limit~ ooepant9e. Earlier a 

passive :rol.o with indiroot contJNJl. ot the manano~.a~nt ot 

invoEte• companies wnil ;end'fioient to. enfa~ual"d 1 t~J interest. 
- ' . ~ . . . 

Seoondl.y, mo et ot · :the sharebol.<lere ot: e. oompa.n3' an 

quite tllla~,-e.. and u."lin~ererrted in it~. peri'oraanoe2. , Henoe, 
j' . . . ' . 

te.kin~ in view the pu'bl!a ownernth:lp and · ldise ot ite ·hold:lnme, 
' ' ' ' i, , I . '1 • ' I 1 • • , ' 1 , 

1. • Gup~e.,. L •. a~ '· Rn~e of' ~"'1:lftl .~:on 1Equ1~ie• - :fhe Indian 
· 'Exp~ri~nae, ox:tori Uriivorei 'ty · hoen, ·1901, P•· 141. 

2. Bbide, M.ll~, ·::&to ao· t,JbnFeholt'ie~, · Ool!lr:uJroe, Bointm.v,· · 
/lnnW:\1. !lumbe.r, 1Sf69, p~ 102 •.. · 

. '' 
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the il:o bas to nocapt \dder rssp~ns1'bi.l1 ty n()t only t.awarde 

i tQ own intt):t'es.t 'btte a.lmo towanls t~e 1ntQremt of nW~•~rou.l 

u..V'!nware and soatte~efi aha.reh~;}..dft:rfl. o~ s ttucb oo~tpmtiGs •. Uenoe 

it hae to.aot as a watchdog o~ the joint-mtook enterpr1Be.in 

the oount:v;. 

Thirdly, wh.on inv4t.P-tnl.,nt turno out to be bft.d or eubft._ 

que.nt aieeovs~y o'f unsound. heal.th of the ®mps.n7 tltr{"JWI!I ~e,_ 

poneibil.i~~ on the l:UU tor re~'Htdinl. eea.slares. 'rhi.s ann be 

oheek3d 'to a ttreat extent .b,, .ae!tive pnrti{)ipa.tion in f!ana­

~fiaent. 

Fotu.•thly.,· th:t."OUB:h iru~tructione the Oeritral GOvernment 

ba.e. directed :tin@lncinl. in~ti.tution" including L!O to toke an 

a,ctive ,pe..~t. 1..:0. t\le, tBfinO.geaen:t 0~. the 'fi:n~.C~. <lO~l)S.n~ee to 
,, 

.. safeguel"d i.te. own :hr~eroet ,a., wel.l.. a.B of' pn.m~i v., ehareholdera 

i.n genera..J,. A: ra4ioal. . ohant~e. ~ok. pl!t.e8 :t.n. the . enr~Y • ee.wen­

tief;' in ths ntti tude ot publ.:t9 fine.no1al.. inert~ tu:tione ~n thin 

ll'e~poct wh:l..oh. requ.t~ae the .Pu~1~ t:l.nano!~l. ir.."ti ~,ttton~ to 

ta.k;& ._n. act~Ye pe," i~. mnttti1r.JfM1l~'t. , 

. P:lfth;0"'l.l',. N.l .aot1.ve parti.o!,p·ation .in l!lenagement. \1y the 

financial ineti tutions l.1ke L.I'<! :Ls. bound .~ flake tl:t& ll'.mnatJemen't 

of th• com,any ~ne&mffl.\ vigil.ent ~J..nd 9.18~t. 'fhe crru~oP.J where 
' ' . ' ' ' ' ' ., ' • ' • :I ' . ' • 

. the. mlllnan:~itJ,on·t i.e foun~ l..a~in~ in i.~.!J pe.l'l'.t'O~M..Qe wU.l not 

be s.ble to .,eurvi.vo ~be hGft¥3" Pl"8fl1il'ill'e o"'ertetl by the L!C on 
' . ' ' ' . .. ' ' ' .· ' .. ,, . . . ' . 

. eu~h. ~Mt;ie~l~n~ . foil' sat' a~ o~ thtt f~m~r~ 1.1 . oaP~ te~ ,.n.v.e~te4 

in e~ob ~mpani on 1• 

· 1 ~ l?a.r~.tkh; l!~atur• of J<:>tnt a took &terP.rise ·in lnttia, 
J3otnbR1'ti 195t.h !).• 190. 
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Mxthl.y, the :tnih:u'!!trinl. Li.oen~n« PoJ..i~y InqUiry Ooilt~i .. 

t't$$ (lLPZU) ba$ ~aen '!1$ey or.iticRJ.. of the ~aiameMe-tait,e ro~e 
I • ,' ' • • • ' 

. .· 

of the~ 1.10 pursuant to. the pol.iey di:reot:l,ve of tho €3Y$maent 

that the LIO sbouJ.cl not aequiro control or participate in the 

mane."ement o-f any aGneom in wbioh it has i!it~reet Wlleea 

. ~xceptional. oiroW!lstn.naea ttt~al?Ji.&nt ~uob pa~tioipat1on. The 

Oomrni ttee eta ted that th~ po~!oy of. not in'teretez.'ing w.t tb tbe 

Ganagement of the .oono-Jm ;tn wld.ob i't hol.tle eq\d.. ty and usu­

ally not even appointing direo'tGrs on the lJGard, baa enw:le the 

LIO a Bl.e~>innt partne:r for the mM~!!:omrm1i: of .. · tbe ooncems 1• 
' 'i 

~phaeiainn on the aff'eotiVf) oon t:tol. by tbe tinnn.oial. 

:i.nSJtitutione, tho Indust:t?!al. .Mcensina · ~lioY· Inquiry aommt-

. · · · ttee' . fUl"th.er. :p,oint.ed • o:ut. thm.·t · tb.Q itlea of non-op1'14rti CJipation 

in . the_ . mnnn«eSJet.rt . ot finnng~d (lompM:i.e~ .by . the -~ts te . and the 

J!ina.ncial. insti tut-!ons ·ahoulfl· be .. •~:tl!'ml¥'· .ae"t aside, Bnci 

dd.re!lt ·llBt''ti ~P~ 't:lon nho~c.\ . be .moo e by the L:IO and the UTI. 

Accordi~ . to "tho Oonei tt~;aa;• , ·rt~hlim ~~~i)!ll;d onrA~•) that. thd 

managem@nt of indust%'y i~. oonJ.'tttfJt\91.\ ao~:Jrifti!in~ :!ii!o the poli-

·. ' ' 

.. oies laid ll.om 'b3 :the ll01fO:rnt1lont -li.ttd that-. pubii·e. intereet 

· aud ntlt m0rel.y prJ:v.~te p~ofi t would- ~u.itle .til,.. ·opQra<t; .. ons of -

tha ls.F~6 indumtr.ie.l ,um!or·ts.ld.r~ga 1~ · th.o _ pr1.vate. aeo·tor2, 

· · ~hf. · · roasons .· l£1-vm1 1:or acti'.Yo. · parti Qipn ti~r1 in the mana­

.. 66ra.snt are;,: no doubt, ~oosonalUe, 'l.o'gieal· e.h4 '1b;pl:'eeSive •. 

· · {Ho'\uevor, ~~rtain :pltaotica•· uif:£iou.l,:i.eo· an(( oompl.i$tions 
' . .; . ~· .- · .,...,.~...,-_ _...._..,._.,_...., ........ •-·-· .,....,.. ,...,)G _, .,.. .. r•·• --t ·-·ioooioir..O.;W-• -".i~•. ~*.•-,..••st-•tt•n:e,...AI't1...,.-, _ • ..,...,...., ... _. _,,.. i-

1. G.o.I. Report ot the l'nGlatmtri.al Licensing Ppl.ioy Inqtd.J7 
Oomsi ttee (Ma.in ~eport >~ p. 180. · · · · · 

2~ · ioid,: ll• · 1a1. ·- ·· 

' \ I •• ' •• I ' ·I ' J 
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· a.riel!'i in the -i~»l.•entation of sueb hi@ -soundin~ pri'ri;etplos 

and PQli aitts clui~ to di V;:1.sion o:f · :lntli.sn . e·~notty .:tntt;) 'two, d.1et-

1not :eect9r~ - :r,nl'blic anti private) .•. The .o.vf3mU id~a. behind 

aeti ve ptMrtioipe.tion in 0S:lScaf0a.tent by \be ~ett tutional in­

ve~to~~ 1e no dou~. to create the healthy a~oephere. in 

the joint .a to ek .entorpri!!ee in. :india Md, to make . tlie. -

ma.nagemen.t so:.re ~f1'1Cient on th~ J.inet\'1 of Pl'!tdel'lt 'buninees 

atnd. comuu!roi~ pol.ioititHI whioh in ttU"n. \dl.l ee.rvo .tbe inte­

~~~t ot ~he natiom ae w!lolt'• uo,vev~r• 'i.!ertain dif'f1oul.tiee 

a.nd · problo&a cro>UJ> in implementing ot theBe pol.ioi.ee. rrome 

of the prm.crt:te-~ lliffi oult:S;_qs fm.Qed by. ~he invae·tors oa1ay . 
. 

bri efl'y .. b®- Gntame~e, ted aa. 'f'CJ:llow4!!t ~-

severnJ. hundred private ·eector · oompani&e. '!t itt~.: tharefo~e, 

a tomidable task before · the $4!~ to · find. pl'o:fef3la!ona.ln in · · · 

such c. iarg&. n.utaber to a;(rt ·on the 'Board21 o:t the, ®m:Pant&a 

concerne--l.: ·There i:tt! um·o:st ntlar-®tupl.ete •chtr:u"·th "!Jf' r0ueh 
. ' ' ; . . 

·m~Iuige~td talents t'C'' m'f~'ag@ th$ affaire of larso nuf:.fl~ei" ot 

exie~ting ee well: • &s th-f.l forthe(}ming· iruluP.~trit\1 ·eitt.ex-prit.ee 
; 1 ••• 

2) · · · Lew Rom·unaration:- · ~be rmnune:ritio!i end ot·h.er p~r-;.­

qUiH,ite~ o:f:f'ered to,• nomis.ti-ted d:!reetore by ·the Jji~ ·($.e well. 

a.s· ·:Other··finanoinl.. inot:1;·tutions) ·is ·comparativ0i.r ·~o low · · 
. . . 

·tlia:t JllO manat~ement (l;l,H)Ci0liat1'!1 ifJ Willing to accept. :e.ttCh 

bot\~~ or alll'body into "'irQotorsbi.p o.t a cmm:pany will not 

sen@ the purpose tor wbi:ab he is appoin. ted. Betore appoint­

ing a peraon as citi~eotor j_ t has to be aeen that he ie well 
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QOnY:er~~t and oqUippfXl ··tor tho jolh It ~hia ' is. nQt' tlon.,, i· 

~hfi ptlr~on !10 appoint(!d.: instead' ot': eerv1:n~1: tno in'i:'e.reat· ot 
. ' ' I' ,, ,· .' ' .' .' .. · . ' ' 

the. ·inv~stor =a.v· hold~lip' importP..nt ·d~oisiou and ev_en. si~uti-. . 

~~~sa .his pow•r for his ·o-wn veetd. i~teJ-emts1 • ~part. t;t;iom the 

p~r.-er,nal. :quftl.it:toa· ~f the fi:ireota~: thora. is-~ .cit1est1o~ ot 
l . • ' ' ' 

quality_· of in teres·c of muOh d!~eotol' which ttl~ ,br~mi. vari• 

ous questions · r~J.at1ne: to ·J.agal!;ty ·~.u:ui moml.f.~ ,e9pooi~-uy _ 

of tP&ding ·bJit ·11 :tnaid&rs•2 • 

' ' 

3l · . :Oe£!1 ll:lndi.tf&e o~ D~~tt).to~~BA.- ·. fh9-\-induoia!!'y pot:!i'tion 

of suoh · direotoJ~a· re.iBe~a u 'bneia. qu,est5,.on: that 1vhotH~ inte­

re~t the~e dir-ect~rn a.ro eupposed to mfegunrd? obviouel;y, 

these dirootore ar~ ~up.po:sed .. to. rt0ll'V& tbo . int"r.:eGt .of th.e · 
. . ' ' . . . ' 

-~p11ointing: ~.utb;~rity,· Ll''io-~ Howmror.1 the compRni~~ Act d,oes 

not m.n'ka · ru.ty· diB't!nction between one dirootor and ,the oth~r. 
! I'.' ' • • ' 

~luae, · 1;her bnve i;o vm:t-k iin ~he beet. i~t;ereet @"f .. the, cotJ,pany­

a~ 8. ~O~$e 
. . . . . 

4) The v. eey :Forma.tio:n at. 'tt~· 
I I • ", • \! • • 

tif)r Bnn!\\e ~f Direotora {)ne fP."o~ of thJ- el..eatod .b~ thG· 

aenerD~ eherehol.dP.!l1'!1 of the. Company &nd the other. tlOminu ted 
•' '. . . . 

'i I' 

re.etll(1. in· .the OV~ml.l. intare~t Qf the CO~l)OO!f ~her,~ae 'th.e 
. \' . ' . ' 

~fltel" ~ra~ wf.:tl. ~ainl.f' be !ntore.P-~'t6tl to l)~ote<:~t ~he inte.-
• • • • $ - • 

~ae.t of, i;heir - Mmino:,or. ~his in, ~m. will ad v~r:-!!4tly 
. . . . ' . :;-. . 

.......... 044 -·.ea.~ ..... :a•--~•*""!3 I § 8 .*:,~ 

1 o Peol"anja.pe, Ann.lysir; of nutt (!f)fn!:lji. tt&.§t :ae.port, Eaouoraic 
'l"iEHe~;~ ,.!r...reh 4~ 1970.. · - . , · 

a. l'JOUl.E( _LO~'!@• ~~e· $'Jidu~ery oono~pt tU! Appli,th\ tQ Trading· 
by the Oox-por~te liu~ide:ttr.t. :in tho U.tw.'/u '-il1$ lbdern l:taW 
Review, Soo11n~, -,~}7Ch· 
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oa.ae ie one ot the moat atriking oxn.tpl.ct in reoe.nt biatory 

where the !J!f: a.na. tho rasJutgttntent of \he Eaaon'fr:J had to ~igbt 

a .le~l be:t"~e tor their own ri(.'!bta in Uigh Court e.nd nupretse.· 

Oourt fo1• about tbroe yeare joopordieing the in'tero~t ot' th• 

company a s a who:te •. 

5) )"e~lt P&<!~in ,ot: !n,vrta .... t.e .. e Opll!J.'!n.nxt~· The management 

o:t the oo~pa:d~Etth in th• p.rtvata .seotor dosm not relishe 

tt't'an the idea of ah.arine pol.ioy '.maltin~ proeess .w1 th tho 1.10 
-. ': 

notUineets. ~'hey a~\~aye t:i.1?lfl.'"Oh0lid inter1fGlltion and S.Uoh ·d1l"eCt 

'interterenae, !l,oool'<li~~ to th~~\;~t.s a· 'baokdoor .nation~liaation. 

They are a2ways a;fraid of l,E1JnknJ~1.l ot ·oertain itapo~tant .intar-

.ma.tion by nonsinoe .. direotora \fb.i~ll ma..Y e.'ilv~:rae~y aff.'~et tb• 

tutur$ !)ro.ara~ntt~ ~f th0 i;Itvestee aompe.!lie~~· :ro~lOtlltng the 

13om bay H.i.w~· oou.r:t jutls:e.-rtt·tJn·t in FJ~o.orte V!\'1 Union ot tndis 

(L!O) oa~e, · ·tb.e- }lsoor"ts n.~ltl n .• O.~f. ~utf~:3l'ed a; Z}harp set­

~1-ek. on. th~ P~lhi Sto~. ~!e.rk~t .. on- !!.a!"oh 1B., .19H41 • 

.. 1tnoth0r no·tworthy inatn.n\la ~f Ji!if!'a ~ct:tve i:r::~0rven­

tion il!i !1Hlnat,!e~iul nft"a.ir.e i .. ~ in. the :Punjn\l. !fa~;!.onE'~· Bank 

It'f;~. Iu th,i:fl onHC£t the :Lac :ltal~oetl t,h9 me.n~~(!mep. t. o-f th~ 

eompany, _ whnt4f.S' hE-u.tki!t~~ 'l4ll1Mt~@:lst.~. ~ir.:\'zg. ~'lk~n P'rc.r UJ'' the govt. 

til revis::e upwards {lir.rtril:n.rtion fro th~ nb~reho1.l!l.erfJ oat of 

. the o~ru.prt:nnati.on montiyn :l'aoeiv~i ~ln 11~\'t~i~nel..t~tion of the­

btankin~ buf3.:b:a.cef1 •. ~~)~ x.J~' .s a.wn G~lu.:f,ty. l;lo~di.ngn :tt!l 'th~.s 

. p e.rti culn.,r . ~ttt.:.te . '<t>na . nru""v s;\:1, .. 1) u. t 6'; , o t th~ oompa..."1Y • e · t<) -t,!IJ.. 
2 

a~uity .•. · .... --. .... 1 .... 

t.ata. !'n~lia, i~nl"'Oh 19-25; 19H·-4• 1i• 1·'5. · .... 
' . .. 
2. tlUl)ta, :L.iJ., Ll<'' e lntim:rtri~.J. ~inat'i,o~ nnd acrrooratel Oo:rtrol. 

Co•merooi likJmb8cy, A.rum.al. )fumbe.u."', 19"14. p. 193: 
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Af'ter :going through 'the pro$pects ru"..d ditficuJ:ties of 
~ . . 

direo.t and. a·~t~V'e ptt:rtia!pation some \l!l.ys and mean$ bnv.e :to 

be found out which am aoceptnbl.e tt.. both - investcrre anti 

the inveotee companies •. F~in~ law on tho paper ie one 

thing and 1 to implementation in pra.et:lce i.a m.noth.er·. Eve:ey­

tbin~ &ni!ol'oed by the et!l.tute cm1.not 1Je p!"aetios.bl.e. Hence. 

the frameFa ot eu.~ laws mutit have a :foreh.ftnd · knowl.mlge 

about iahe diftioul ties which w.tll Olro~up in the implemen­

tation of ouob rul.es •. T his ehor't uigb:tednoma is the main 

root ot ell.. sonf'.liete "o.tna aroam«l in n.lmoe't all. aff~1rs of 

tb~ eoonoG~Y. It 1.a a dire crt con:f'rontation betweon the ideo­

l.ot!!os. the pu'bl.io sector. famous ~or 1 ts 1noff1c1enoy ~nd 

private aeator known tor its profit motive. 

A ehal.W decline in :the invae•ent to· priva.ta sector by 

the LIO in reoen t ,-eal'"a ;i.,s t:Ja.inly 4 u.e ~ t11e . eontli ot of 

interestn on the issae:~irGo't participation. The number of 

oompnniea i?'innnoeii by the M.C in 'the private nootor did not 

show any approoiati.ve inoroaoe ihatting th• ;period under review. 

For inGtanee, th€!1 total. num·ber of · oompnn1ee i'1nanoeJ;1 by tbe 

Corporation was 249 A8 on: 31et.~rGh,1976 wh!oh r~ainect at 

315 at the deefide 4lndinit Uarch, 1995. Thie indicntee that 

a e1the~ the :&l'C 1~ not w11J.ing to ·invent in J.arser numbeJ." 

o-H eompani.efg to avQitt the compl.icat:lone or 'the :tnduetrilll. 

intsrprtses flJ't.l not ttpp:roe;ch1ng th& CorpG!'ation fQ!' :tear o't 
direct control. ovelt" their mantt.aement. Some recent incidents 

oonfirm this vi ow •. ~uoh nttitud.oe of both· .~he pm.rti•o aro not 

appreoiabl.e at au. in View of the progroern of the n~tion. 
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ltenoo, nome tnGnsureo for tutu.l"e not1on to eolve this 

comp.l.!ca:tion msy be sug~gtu,~f;l~i. They are: (a) A al.ow hegirm.i~ 
' . . . . 

to start ltith in -the eompanien m.tQ~e tlle interest of the Ll(~ 

16 not eu'betnnti.al~ In euob oo.aee instead of c.lirect 1ntenen­

t1on. the ~IO should ' keep o. aontinaed obsenation and ~ 

- vig!J..anoo on the ooopant·e·~·sj managerial pe-rform!moe thro~~h 

different l'&po.rts, :f'eturna. frequent en.lpervlnnnu eta. 

(b) fhe LI·C should maintain a lis-eon \111 th other tirumoiml. 

ineti tu tiona en~gQd in indurntri~ finance and. po·eei bl.y by 

bett~rapp~aiOal.maubinery and aloee oontaot with ~o!'Ltpan1ee, 

'· ( o) · the· J.r!O ehoulcf . ·mnintBin a oontinuouq cor,'ta~t with ,the 

i~«iwi Company La~,.Boa!'d wbiab can aoaord-ing to· powers vested 

.in 'it ·unchtr !leot!On '4os ot the ~ompant.es_ . .Act, 19ss.,: 1n<u.rsotiy 
'' ,·.; . :I 

(ci) Inete~d of 
·, 

takfng direct aontrai · oi ·:tho Boa~. the :l.xa eh~~a tSlke 

1~areaei.nli interest in, tti~ eiection of: ·tu~ 'me~toe~s ot. the 
,. • ' I •• i •• . ·.• '·' ·,i: : ·:. ': . : ' . '· .. · :· . . . .' :: . ; ' ' I-: 
130am of' Directors ..;. · eep·e<».slly chtd.mnn &nd JJa.nn.~ng D:!reo-

. .. (. • .. ' . . ,, .' ' \' • ' ! . . . . • 

tore~ · i'hla woUld htU.p the 1.IC 1;() b-BVe tm 1nd1roa" con troJ. 

over the. n~fB.ire of ilbe caomp~, .. (e) .In ansae. ~e~a tha 

LIO':e 'inveet~ente' ie eubtallti.al a~td.. the ~~rformsncee. ot ~be 

.aompardea 'are Mt acoo~ina to e%peotion i11eip1 te ~~ 1 -ts . . 

indirE1at .. d' l:\ndeav~ur,: ·tb~ me· -ah~uld o~orOi~~ 'ito pow~r . 
. ot: nomin&~ni! 'director!! on: the Ba~rd~ ~f -eu~h ~~~~« ooape-

'\.' l' 

niee. ( t). Final.ly, ·tb.J LIO ·shoUld ·pay spedal. at,ontion on 
" .. ' . .·· ' . i .. 

' I '• ,J ~ ! 

• '. I·.· 

•, .. I) • : I I 
. : . ' 
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D.qee tl\_t, ?.,~t,!.S.?ni; _:Q\,:Vesteent Po~io~ of jtlO, 'Beet S,o,.,V'e !rhe 

!In ter.aetm J),. ~ol,i.Q.y Upldel"J! 

~ho raaf.Je1Ve tunas mtdar th~ oo•nm.nd of the LIO bel.one 

to ths po.lieyhol.d.era. flheret'ortt, the Corporation., ~auet deal 

~11th theaa aooumul.at"cl funds in thtit aapmoity of a. ·'brttetoe on 

behnl.t ot 1/~.e poliQYholiie~e •. ~!m impllee that tho ·ftmda.t;Qen­

taJ. objective~ wb!ah eh~tul.4 sovom the invet~rtment po.lioy ot 
such funde ~e f~Gd in suah n mnnnsr thBt it should e~r.n 

maximum retu.m Bl.ong wi 'th enfots- of oa])i tal. o ~he ·govornctont 

and the LI.O ag:ree on 1t .. by oo~~tm:ttting that "its ,P,:i?itaarr 

obligation is ii to ite po.li.cyhol.dera whoee money 1t holdo 

i t ' t"1 . . . , . n . ruo . . , •.. 

. . is.. aupp()e~ not of4y. 'to «uamn:12a., th~ .f3tlf'ety (Ut 't'unde but 

~.~ . to. , : ~Bl-~ ~tllXi;lllua: :1-et~ on. ito .. :;.nvetir~a(Jnt .. ~o :: reduc6 ·the 

cogt ot. :t.naurano.," .. ~he ~~f~rt to, inor•f.U!ft rn.~e ot return 

. 'bef)om,ee. ~, t~e, mo.ro iep~rtant _tj(fll.,n ;i, t to: ~nown. tba~ au. 
. ' . . ' . 

. , :!ne:r~Etee 1n, ~h~. rate. ·of intercet ~iol.d by .·1 to 1 .,5. p~!n.4oent 

. OJ:l. ~tt:J ~nve!lteGnt ~ul4. !"f'Jduoe. pr8!liuv.t ratea by .. 'hi . to. 20 
• I o ' ' ' ' ' 

~el:"csnt o~a. Entio.~~~t !esuranoe .. and. by. 2.() .. to,_ 'o p~rcfl!;lil. on 
I • ' ' ' • ' • ' ' ' ' ' ' • 

.. Wbol,t) :&if~ P'oli «:W• nowev~:rQ . the :t.lO ~ca~.es :,not t!eom. ~o. be 
. ' . ' 

aotuall.y. qoncioue: of i-t~ . ronDorud.:b!J.~ ty. :t;o ~ct in the npiriir 
.. ' . . . ' . ' 

of,. a_ tP~t~o fo~ t,be , l)~l.i.oyh~l.de~e ~Ci h,ruL1!R1l-.ed . t'tt. ahow the 

same depoe o:r oon.,srn .~nd eolicitu(!e 'for. tho !:nteren.t of 'tho 
. . . . . ' • . . . . ' ' ' • ! . ' . • . ~ . . • . . . . 

' I a' . '11 i.· ! .......... !lUI • lAc $ hst· 

1. Finance Uinietor atat&f!ent in: Pn.rlismont on 25 August, 
19591 in the .:Poe~ Mundh~· ~ epiaode ola~:.ttying ·ao~t~ • s 
·ato.nd: on .Invosment· po.liey of the ·Lie. 

; i 
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dhould normall.y do"1·• Unf'ortunatel.,-, tb& abov" B1;:t'iotul'• 

mnde by ~he A.R.c. a'boQt 18 y&Qm ago 8till ho:lde {!Ood. 

Our e&'i oi3el)rvati.on nan be p~ved by- OGmpar1n~ the net · ~nte 

ot yield ett.med l)y· the LlC and other media b: of' :savings• 

~be i'Let y;l.eld on :f.IO inve•tiHm:te inorea~Dad troct ?.1, p•r­

cent in the year 1916-77 to 9.87 pereen-t; in tb~ year '1985•86~ 

~bese fi:gur.os are cone.:tderabl.y .lower aa uompared to yield on 

o:thor aavine" m«lia l.;i.ke u.m'.I. poeta.l savinae dep()Bi te eto. 

The im.portanco · tit adequatG yiold· : tl) poU.cyhol.d.e:ta 
' .' . ' . . . . . . . ' . . ) . . . . ' ·~ . ' . . . . . ' . 
. cBMOt be OV.8%\-fill)hneise4. 'With .OU.Oh 1f08i"ull.Y ~QYI l"etufn 

· LI~ Cannot expeet to ·l,et.J~f!le the moai; a'ttn.ct.tva •n* tn!tvinge 

. cn~diUD;t o~ 1t~.e (JO.U."ltl"Y• ~m qpal. dan bs fi.Qhi~vett .. onl.y .by . . . . . ' . . 

ite. judie)1o~o invfistment PQlioy ~vhi.oh:. mulfl gu.nrs.nt•e. 

rpanm_um y1.,ld Qn i ~15· .in:;te,'~tm .. en'trh ..... 
. . . 

~be ,J4I.O. iB .. e.. • .cn.pti.v.e ~nve~;rtor• •. It. t,.,, . 1.te eeem~ . 

. $Ubjeo·t~d 'to· p:r&fl!~Ul"'e bJ'., the. goVtil*l!men-t~ '*'-oh :takes ,av.$F a 
. ' . . . . 

. ~1~ sli:~e ot i;ts. asp$t!l in .ad<U. tion :to that. porttoa:h t~h1eb 

~ t, 3.e statutQri~y reqt~t·:reA to. invaeii w1 ~ 1 t., An :tnetan"e 

:S.~tnveatm~nt of Rfi!.- 262,.56. orores.!n l.omam e.n.d dopoeit" 

tt}/or ~~teeQ. .'bl' ·th' j!OYtJ~•tn:t tort.1ithi<1h th(!)r~. io: no 

· e~ta.atol7' ().bli.~,J:l9tl .. &t .ra.tee, .o'f .. return ~mt<Jb ~aro. 2 to, :Jf& 

J.o.~FJ th,an. the. rate,e.ob~~nnlAe .. cn <)tber e.vail.nble invest­

. , mente.···~·· Lt')atl6 .on mo~tmaB,UJ an¢. QO:rpora.te. JS$Q~ri,ti•s• 

:No . ~t\~. wo~d . opl)Ofte th:ta in:'f~f!ltment ltut .the l~HJn o-t inte-. . . . ' ' ' . . . 

: '·' ' I~ • 

1... Admlmetztati~l. Ret~rm·e . ~mmil.!i~ion' 'o:rttinG G%\"lup on 
'LitG Xnaurnnf!jo' Jllltnitli$tre.tiOztt 'Rapo~t. 1969', P• a:;. 

' ' <· 

' . ' ,' 
', ' '. l' 
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ftct3rp.are.tion not ohn.l"ge earkCJt rate <>n ata~h ~onus and cl•potJi te 

when it :la e~sated to funotion nn -t»masroil1J. l.1nate i~ not 

quiiie undere~da.l:aa. 

Pinnne1ni!:r of devel.op~ent!ll. pl.ane of tbo ooun'try is one 

ot tbe important o'bj&oti.vCJe ot no.t1onnlisa;t1on. GovernmC'nt 
; ' 

wol4d nomall,r· z-equire aorporat~on•a finanoa for various plan 

eobemes bt~t ao a oonsoquenco 1. il aus"t not aJ..l.onr aomrneroial. in­

tere~ts ot tbe organisation to eutfer. ~be Ad~min1stre:tive 

.. Rsf'orae (Jo~tm;Jaeion Working Group un.e conotrained to o bsorv• 
t ' I ' ' • . 

ss· :f'ol~o we 1 •. 

"1tie feel tha·'ti ·tha ·o~irpol"&tion should not have befm 

- treated by· the Govornaent am a .·t~.i.lch-¢0'W• .•• ~•. • to the 

deteri~Jent ot the intera~ts of polidj!boldaratt •. 

· · · · *'To expect ·the C'orporati.on . to eeQurlm· "'lle l:tea~ 

i.ntereat !llf the poJ.ioyhol.dere_prillBrily nnd pro•ote . .lif'e 

1netu:•P..n~e :in Indit~t ,arul at th• same .tisut 4 opli'i.v• _it. ~t 

hiaher inontae, which it could .have :otherwiee ee.l;'nad bad 

1 t not been :for eta.tuto:-y, ·l.imi tati.ona .nne;lol' indireot 

OM1tntlr.1.ona ia ~taeount :to tJtarving the~ ~en .. 'th$t ie 

·. ' ... , ' ' • ! ' • 


