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Although indicators u0 available f:r:om the wa:itinga of 

FJJanu, Yagnavalkya. and otb@!te that the .i.neurence bUsioer.;.e en.lst:ed 

in India fJVen in ancient t:~s. ~i.t ba$ been established. t.ba.t 

villa9(t eo-operative irusured againGt loses of pro:f!t. in an 

ioouetry in tb4)} e.nrly da!'(e of Aryan Civil.i~atiO.t'h There WG!:'EJ> 

cont.¥'acta eafeg-Uarding tho· risk of transport by sea or land. 

Fut:the:t:, t.ba well renowned joint-family oyatem :t~nde2t.'ed :!ervice• 

eimilar t:o thoee of prGaenu life insw:ancft. _However, e:v.cepting 

the join~·famdly all other vaned with the passage of tim9.Ql 

sui: the early historical background of insu:rance in tb1a country, 

baa not ba~n pUbli~Ad wid&ly. 

The modern torm ot insurance , , Dusiooas. v&a brought to 

tbia ccwmry from 'england u it was brought to European count~iea. 

the U.S.A. and C&neda a~ different period Of time. 

~be actual origin of modern lif~ insurance ia. b~~ever, 

bidden in the mists of antiquity thougb lit!e assurance policie• 

azoe. knoun to bave been granted, during t.bo reign of Eleaabetl'h 2 

1 i'!alhotra, tl.P., Element• O:f Insurance, Macmillan (lndia) • 
1975. pp .16-17 . . 

2 Tylar v.w. & tr.aylet u.a., Life .AM~sw:ance .• si~ Iaaec .Pitman 
& son Ltd., 1954., p 6. v// -----·-···--······------------~-
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tztbe inauraoce business emer\jed in· "England sometimes in tbe 

sixteenth century even before tb& invention.of moztality 

table •1 ln IncU.a, upto the end of tbe ni.nete0nth century. 

tbe' insuranco w~s in the inc~ptional eta;•• Tber0fol:o, no 

legielation was required till th?tt. . time. usually . t!l~ .ll)dian . 

Caml~~ea .J\ot·.l~:iJ was ap~l;icable in .bu~ine.8e .eor~e~~ing 

'banking and insurance eompani••· , tlfev .I.lldian .. Insur~, ~OrJpa•. 

niee and· ·Provident: soaieti(,UJ started i~JQt the t:i~ o~ national 
. . '· ' •. '. ',. !, ' • 

movement,· but. most of . tb~m,·.wero. fi.rumcially u:nsowu~. It ~·• 
~· . . . . 

a's~rted . that. Indian companiea Aot, 1.663 w•• inaclequat.e for ~hfi 

purpose;. Therefore, two. Actfi. vere passed in 1912, via., i'Jrovident . . . . '. ,. ' . . ' ' ' .. : 

. Insurance. societ:l.~s ttet v of 1912 enCl. l~ciian. Lj.f~.t ~.n•~ance 

Ccmp.(mie.e ACt,. VI cf 1912. ,'J.'heee two ~e were in .pursuit: ,Of 
. . . . - ' ? 

the Eng;lis.b In•uranee ~cmpaniea Act . of .~909 with the dif:ferenea 
. .. - . . . . ' . . . . . 

· that .t.be Indian ·.Life Int5uranqe Cortpenioa Act ~related to th~ life 

insurance only and excluded the non•life buaiueaa i:rom its fold. 

The Act put the life insurance oueina•l!l in :tnaia oi» aounder 
. . 

footin~ and reeultQd in creating a bealtbier atmoapbare than 

before. Xt. was also !nat:umantal iD tho •1saolution of. son. 

unsound Indian aa well ae non-Indian life Offices· or in tbe . ., 

merging of soma of them ~ith the others. The log!•l~tio~ in India 

vnaes con:tined . to life bueineas. beeause there were. very few ge~l'al 

insurance companies. To prevent financial weakne•a the inaurere 

w•re require~ ~o k~p certain stated 4~posita. ~he Indian !naurera 

1 Dt9sai, · G';,Re 11 Lif'e lnaur;mae in Inditi - lts History and :oimen­
.eion of 4Ji:'owtn, · t~acfdllan (India) 1973, pp l-6. 
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vere r:equir~ to submit retuma giving pa:Riculara of their 

buaineaa. ~be to~eign in•ure~• were exempted from submi~ting 

eeparate partieulara relating to the biaioe•a done in India. 

som& P.ngli•h companiee ceaae4 to undetw~ite further bUaineas 
... ' :,• :·•,.:' ; ! ' •' '· ' r.·., • ' ~;' t"..; • 

with a viw to avoid aubmiasien of !tttpoJ:ta to the Govt.. of India. 
: . 1)"1'\ 

some Indi~ companies whieb condueted.bueineeeAasseesmeotism or 

an actuz-ially wuaound beeis1· either dt·oppet'! or mrtgaged tllf!lm 

to conform to aoturial reqUire4Mnta. The aim of the Providemt: . 

Insurance soci(!ties l\Ct? 1912 was to Q9Vern, the, P~t;tvide~t Insurance 

s~ietie~ 'which weie engag~ ··tn i.~_s~~~~.9 li.fe policiQS. worth · na.lOOO 
~- - . 

' . 

o~, lese and. turriage and tiis~aee . pol .lei~~~ of., y~ry nominal amount. 

This t;oet was puz:.aly based on· Fri.smdly soeietiea Act. 

A nwriber of aociettiea ,disappeared froin th·e acerie of 
, '.'' t! , : !' ,·.' . I 'r , . ' . ',. •. ' •. 

·oP0ration particularly in Gujar&t ·and Bengel. with the introduction 
'·' . ~ ' I ' 

of the ~e ~ntionQd Acts. Tbeao societiee wore' collecting 

massive fu~.d• in th~.:form of' aubacriptiona.prcmiaing large aetrae­

ti:ve b~nefiua. •:tt la.tt~id that only 90 out of 1.200 such societies 

exiated by the year 1915.• 

Wh~n we look at th~ bi~tory of lif~ insurance in India, 

w~ find that tha autbcrita~ive data on In~iau insurance began to 

~· recorded ~nly from 1914 when the ~overnment atarte~ publishing 

t.he retw:ns of life .insurance -anies in India.1 There:f.ere, very 

li.tt~e is know .about the early history of Indian inaurcnnce compa­

Dies. Perhaps the Oriental Life Aaau~ance company founded in 1918 

in Calcutta, m4inly by Europeans, wa~ the fi~at to start insurance 

1 Qeaai, G.R., .Li.f~ l~aurat1ee in India (Mach:•s:t Macmt.llan India, 
l973) 1 Pol• ·.------··----
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bueineaa in India.1 We alao note that. prior to 1912. thQre waa 

no in•urence law in India.2 

. TO ch9ck the unhealthy competition between foreign compa-
i 

--~:~·~·:, . 

bill tor tbe necesau-y amendment in 1912 Act. But aa the enactment 

ot inauranee business in England ve%'e in t.he a.ct.ivo cont.eBI'l.at.ion, . 
' . 

t.l1a Gov~~?rnnwnt of India thought it fit to •-uatcb the couraa of new 

legislation in England. Since no action was taken tbe GoVernment.. 

ot India in 1928 passed • etop-gap l~gialatiol1 with the main 

object. o£ collecting statistics regarding inaurance mattera eo 
; ' ' . \ ... ' ' /, ' . ' . 

~hat the information eollee;ted would be of value wl1en the time 

would .co~ to paes ecmprehenalve Act.. 'fhis Act.: _w~s net. very c~m­

prebensiv&. ThQ govommnt of India wanted to \olait .th3 Enqliob 

legislation which w~a·exPectt!d to be paased io 1929 or ao and 

base the law tor India on the British model but the legislation 

Voila not passed in Britain. Though tbe Act of 1923 wa·fl enacted on 

.a con.si:~t.ent. ,public demamd.·it did not fulfil tho hCP~J8 and aep1ra­

tione of the policy-holdero. The Govern~nt of India. therefore, 

appointed a apecinl ~fice~ to go tbrougb tho details of insurance 

in India and to l:'ecommand. ways and means to ptotect the intete.t 

·of the policy-holdoz-a t.o t.he ntaXimwa. The report eubtlit'ted in 

.. -· 

t~ year 1935, was ·referred for opinion to· a consultative committe~, 

eonai~ting o:f'r:epreaentatives oz various inte:reste;. ~be coamd.t:t&e 
. . 

made aever&l chan~es ana paesed on their recOmmendations. the 

i sarkar,. M.a. Excerpt from th~ speech delivered as the Chairman 
V of ·the Reception com.qdttee of I:r,dian Insurance conf~et1c:0 h~l~ 

at. calcutta in 1931.# · , 
2 Hi.ahr.a. M.N.. Law Qf lnau.rcwce (Allahabad: eentral Law Agency .• 

1917) p.3. 
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Indian Insurance AC::t was passed in 1_938 which came into force 

on ·July: .1. 1939. T~is Act provided fo~ ~ c;t~~ai1,e~ ~o~trol_ 
. ' ' . ' ' 

mech~i~m _Qur ~ife .· ~nsur~f:?e companies. investments. commenting 

on th~ Insurance Act, l93Sa S.R. ~ha~e-writes:' "Departing from 

the pri~ciple o-f minimUm coritrof wh:J;ch w'as . the basis of U.K.· 

Insuranc~, la~~. anc{ m~rmlri.- control. provideid. by 'the~ CW'ladiari 'and 
- ... ,·. ··_ .. _. 

'·,I) ' ,, ·. . •''' I . ' '· ' ' ' 

American- laws, the Act. embraced the· whole-fie~d 'of. ·in[3uran-ce· ·and 
t .:, • • • • -:;'; • '! :' .' • ·,_', : : t '.~ ' ' • • ; , • ' ' ,, . ' { , ' I ' • '· :r..: ·, ··. ' ·' . 

was first comprehensive measure to' c·ont'rol' the 'bauine·e.s 'and ' ',; 
' ·. ' .. 

,,'•. ; ;, ._: 1 : ,, 1 · ••. i• ,·· • ; 'r:;,l .. o ,''l "1 ': 

direct ·its growth on sound lim'es. n - - '. ' ' . '• ",)I '': \ 
1

, ,f 

. i 
. ·''' ·. :_: 

I, "i ,: ,' , •,, ' 
\I' 

: :·' '.' · ·_,since- _then -~he .Insuran~e Act.,, _1_~3-~ _:Q.as -~e¢n amended 
! . ' 

several ·times· •. In ],946,, th~ _ Govern~nt of In(i.!~ wanted t,o 

i·ritroduce a. pew. Bil12 . to pl;'ovide -~or . adequat~ -~on~;oi -o~er . 
I , ' > ' ' ' ' ' ' ' I \ ~ ' ' ' ' ' ' ' . 

expenses, -.c(1pital struc-t;~~'f~~ v~ting righ~s,; excessive ·.remmunera-
• • t • ~ ' ' • • ' • 

tion,. part ... _time ant;l.eo~o~. ~~ecutives 'and vari~us .other matters. 

, ~~rt·airi politi~al de~elopme~ts -and unres~ in --~h~ country ~t. that· · 
•' ' ' ' ' • • ' • 1 • , , I 1 ' 1 l, 

time- contemplated the i~trod~ction of·· the ~ill~. Again· an -infQrmal 
' ' . . .· . ·. 

. ~ . . . ' ' . . 

committee consisting of s. :Ranganathan. secretary,) Ministry of 
! -~ . ' 

' -1 . - . . . . 

Superintenden_t of Insurance._. L. S., Va;i.dya-
: • ' ' ' ' ' ,I' '' ' 

nathan ,(oriental), J.c. setalbad (Vl,llcan), P.I<. Shah (New India)., 
.• • • ':,! . • • . • •. 

T. c.. Kapoo~ (Bombay Mutual >i• N •. _putt a. (H~ndusthan) ,, N. v • Naidu 
:, ' • I ' ' • .' '•' ,, 1 ,' • 

(United India)'·' $.C •. ·;Ray (Al:yasthan),. and N.~. ~re (-Pr~sidencl' 
' - ' • ' ' ' ' • I ' 

Life) \yas ::set .up ._to review the position of Indian. insurance. 
,. o • ' I ' I ,·, ,' \ ' ' • ' ' ' ' 

companies a;nd,their_a.esistanc~ to Indian_ industries. In&Sur~ce 

:. -(AIDendment)-.}\et. 1950 was· the t'esult-of,fiittir recommendations._ 
- . . ' . . . . . . : . :: ··-. .-~-~::_ . . . ' . ~ 

l ·Bhave·•, s.R. ,, Decade of Transition• Saga of .. security., :Va)tj.l and 
sons (pvt.)' LtdH _Bombay, P• 191 · ' 

·:i rrl1is :Bill was- designed· to gi~~e affect to the recommendations 
of cawasj,ee' J ahanger coriuni ttee. 

' ~ . 
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Tbia Act alae red~•igned the superintendent of Insurance as the 

coutrolle~ of Insurance giving mo~e pc~era to bim including a 

keon at.lporvit~tion of the inveetrueota of the Life i'Unds. 

~hough the LlC wse fo~ on 1.9.1956 and an ordinanco 

for na~ion~liaation of life insurance buainesa was promulgated 

on 19th Januau:y. 1956, the climate for national o~ttrabi~ .waa 
.. ~ 
. !• • 

. really building up over many yel4ra: prior· to thee$ ~v~nt.e• It waa 

in .th~.Uhore Congrt!'siJ ·in 19,29 tbat.P~ndit Jaw~h~rlal.U~hru .pelt: 
. . . . ' 

. Cl.\t Ill Swar a j • . ta mean u comple~e i.nt'iependenc:·~, .l:;oth. political . O~d 
> ~· o.' I > ' ' ' 

• ·:· . "' fl \ . 

. .. eeooomi~ •. in .. tho .· :r.ar.tch.i 'Congreai$ · beld · in 1$31. b9 tttatfld . •learly 
• ' ':,\~•-~:·;:>'~~·>·.' • . ' • , . . , , , : 1 • '.,:;~c _..c-· ·. ' ' · 

that the ·ai:ato would bave cont::cl ovsr ••key. 1&tdustries•' whi.ch 

wile to in9lude Banld.ng. •nd I.neur~nae.1 

'l'ha National 'Pl&nnin~ COI'Miittee aaport. (1933-46) while 
.•i 

eommerit3.ng on tbe role of insurance in 't.ne oat:ional econ~y.bed 

ftxplainSd that the 111 Re<:ognitio~ o~ inaw:.mc• a~ o social aerviee.o 
,, . 

••• and IIK.'ibilia~atic~ of its funds will. ~Cb better enable capital 

to be tound. for other dovelcpr~nt proj~ti far '~re ~ft'ee~~ively.• 2 
,· - 'I . • . , , • • , 

"rhc·elamour''far nat.ionei'lisation of iu&l'-rance was accentuated after 

India · ao1d.eved -her :inc!ep&lu'llsnce in 1bQ year 1~7. The Avadi con­

gress in l9S5, pel:'hApa, provi.&ild a turning point., :10 it wau.. at 

this sef!sion th.at the tt.Uing party dQCl.:n:ed •sooi.'!l.ist:ic Pat:tem 
'· ' 

of socioty" a• ita goal. Thia wae followed by nationalisetion of· 

#I' ...... 1 .• 1 ra I fJ 'n" -.... ..... t . ~,._ ... .._..... - T -· 

l. Llca ·Towards a seeure Future; cent~al· office. Bombay, Sept.edJer 
1986~ p.J. . 

., 

2 Ibid. p 4 (quoting National Planning commit.tee Repa,t"t 1.938-46). 



However, there we:e p.ople l.n the nliog pa:.:ty who 
.,- ' 

acoffed at: t;he aaaggeation of nat.ionaliaation of li~e inaur:anc. 

buaine••• Aeco~ding to them t:ben waa oo paao&llel ad no 

~nc::edttnt. Till then li~e iaauance ioduatzy vaa not. .naflionaliaed 

aoywhe~e in i:h@ world. 'l'he only 'tiae i~ vu at:i:e~JPt:ed in r~:ano•, 

the expe:imimt failed and the ioouauy was ¥etw:ne4 to privat• 

aector. 'l'be .oral, t:bereforel' acconing ~o 'the •cept:ica, wa• 
' . 

,• 

t:bat: life :lneurance indw.try :vas not capable of being managed 
. ~ . 

t:m:oue~b. pub~·J.c •~pr. Butt the•e propbeaiee of ae;ation bav• 

s-o¥ecl Vs-o.no. anc:l the ioatitnl:~on luae not only eurvived and 

t:b:IE'ived foe 30 y•ax-a i~ hH alao been succ:ea•ful enou~h to 

provide inapi~:ation t:o other· developing Af~Aaian coun~iea to 

-go in for: nati.onaltaat.ion of their lit'e insuance bu:l.neaa. In 

any cue, 1:be fOWldi.ng fatbeca of tlia inat.it.ution and all tho• 

vbo vere ... ociated with ~hia CcNld be pJ."OVed ~ha~ •L:tc z-epn•ent• 

tbe tirat •ucae .. ful expttx-iement: in t:be natiooal.iaatlon o~ life 

inau~ance ~uain•••·*2 

TID!! Lin XNSURANCB CORPORATION OF INDIA 

arhe Life Inaurance Co¥poratiop ot lndia (LZC) vu fozomed 

])y an ualgamation ·of 245 iodepe~ntt inauranc• coapaDiea3 vho• 

lUe in•urance :buaJ.neae vas acquiZ"ed by· tbe G~•mment: ot l:nd!a 

in Janu•ry, lt56. Thia vas rHlly a gareat: event fo~: Indian 

1 abid. P• • _ 
2 Ibid. P• 4 
3 De•ai, ·o.a.-, Life Ina~aoce in India - lt:• atat:o.ry end Dimeo• 

a:l.on of Cdnltb. MMmillatl company of India· Ltd., Madl:.-aa, 1973, 
pp 71•76. . 
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capi~al Market not. only ·because the ownerab1p of aucb insurer• 

atoo(~ tran•:tex-red frem the private saotcr to the public aactor 

but becauae nationalisation vested concentration cf investible 
. ' 

funds in a single 4lutbority. It te ~hi• concentration of investi­

ble funda that baa made LaO ao mueb igfluentiel inatitution in 

tbe Indian Capital ~ket. 

Th8 decision ot the central Govet'Ilmeot to eeta:blish the 
' ' 

LIC and. permit it. t.o functior~- au on •uah 9i;antic ocale waa, 

indeed. a eou:"ageeua etep as in most of tbe eountri~a, the 

goverrimente bave preferred fj'itller not to touchtbi• int1uet%'f or 

allow to compete the~ private companies with atat·e owned corpora-
--'''1_'. 

tiona. 
·.· 

Over yeas:s LIC, like other p:ogreee.ive Du,sineas. ente~:pri­

aeth bas formed ita corporate objeetiv•a• A •silvar J®iloe 

neview• by LIC in~0r-a11a env!eage• the following es its eo~rate 

objeotive~u-

· l• TG spread. lif¢1 in&urance much mre widely· and in. 

penieular to rural az:oeaa and to the aooially and economically 

1 \'he insurance induet.J:y in Ccnad& 1a p~:&C!ominaa.t.ly under the free 
e!ltorprise ayatem (Rhind, J .. C. & Dlmdridge. L, canada. Inaw:auce 
in bhe world mconcmice. P• 117). In Japan all the 1neurl1DC!e com• 
p_,ies are mainly ltlallaged .bY pr·ivate:,companiee (Japan Inaurance 
News. Tokyo, No. 64, uoveiiiber, l.~84. pp.20.;.23). 
The inaurunce busineas in Metbe~lanae'ia handled by the private 
aector of the lMnd (Mulde¥, a. L. , The net.:horl•ndi ln•uranc.., in 
the wor~ Economics, p. GlO). Insurance ia total y controlled by 
the priva~e- a~ani~a in the U.K. (Insurance F•cts and Figures, 
1963, Briti.,h Insur:anoe Associations~ LOndon, P• 24). All tn.wu• 
lr:l.mCG COmpanies except one l.IE'e owned by private capit.&l in 
singapor~ (Ting, P.K., Insuranc~ i~ world Economic6, RepUblic 
of singopo.r:e, p.610). Similarly, the insurance industry in the 
U.S"A. im baavily rea.pt.urcd by the piivate •aetor unite (Horn, 
R.e., Iosuranc~ in the world Econom1.ca, tho u.s.A •• P• "187). 
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backward claaeea with a view to reaching all ioaurable persona 

in the couat.a:y and p:ovidicg them adequa~e financial covel: 

aga1nac deatb ab a reasonable co•~· 

2. 'Zo maxilliaa IIObilieatiQn of peopl.ea• eavino• by 

making inauranoe•llnked aavinga ad~ately ·~~active. 

3. To bear ·in flinde ioveat~Mnt of f"u.l.lde. t:b• priury 

obli.gat;iona ·to ita policy-hol{.!ar•• who .. .may .i.e holda in 

-zu·~· without loaino algb~ ~~ the interes~ o~: the c~uoity 

•• a v~ole. tbe &ode tc be deployed -o tbe baa~ edvatage of 

the lnvea~l'· a.a well ••. t.he . ccmrnwaity .. • wholet. kftping in 
.,.. _,. ' 

view the national prioriti•• an4 O})ligationa of·a~t:J:"active 

. - ,. 

realiaati~n that thtt 1100eya belong to ~. policyholdora. 

5. To act •• the tJNatee of tlw inaured public in th«tir 

individual and collective capaeitiea. 

G. 'lO meet. the vuioua life ina\ll'ence needa of tbe c~ 

nlty tha~ would ~iee in the changing aocial and economic enVi¥Ga-

1. To involve people vork.ing in t:he eorpontion to the 

beat: ef tt.ir capabUii:y in · ~ua-the~.t.nv t:he in~ex-eat. ~ the ineurecl 

public by p~ovidi~ eftioien~ .. nico with. courteay •. 

e. tfo pra.ot• amonget. all agents and: employee• o:r the 
corporation• a ••n•• o~ pan1cipat1on, pride and job aatiafaet.lon, 
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th_t;o~gh diacbarge of flair duties with dedication towuda the 

achieve•nt of corporate ob:ject.ivea. 

ob:Jective of the Stwtt 

· · 'l'he preaent atudy is an attempt to appr .. ae the activ.t--
. . . . 

. . . . 

tiea .. of Life Xnautance Coq»>ration of Ind1• d~ln.v the paat tbr• 
. . . . . . : . . 

~' ' ; I ' • •:) (j ~ ' • . ~ _ ! I a- ~----._ , , • • . '' ·, 

,, , deeadea; encetqJA .. ing .~ t.i;s .1 -iftbe :growi:h atrengthe•- we~•~••• 
. : . . ' . . . 1: . ,. . . . . ~- ·.· . ';j ..... ·. ' . . 

. and,, taltka ~~~re 1~• One q£ ~be object.• of ~· ':nationaliaation 
• I • • • . ' • • • ' ' • • I . • I • "' ': I • • : : . I ' • : : ••• :_ ~- . l . ' . 

of • t;lie-~:life ,_.in.,Ur:ance . ~·in*aa· 'In. _:tnaia wu to <ip~·~d ~h· .•••• ,. 
.. . ~ . . .' . . ' . . . ~ -~ .. ~--- .;'i ~._i· . . ' 

of-l.lf,-. inaura!lce t;o the' :remOt .. at co~e~ of: tilei-qouni:rY -
1

1, :.. ;,'._:_. · .. : j. _:;/ ' • . • • ,; • ~ jl • · • .-··~>~----<~; :-: ·. . 
- panieillal:ly ·t:o the aurU. ••aa• and to the ~ocd.:~~Y ad econollli-. : . . . . . . . ' - . . 

c~iy: backw.rd af!rata oi our a~iety •nd .put:~I~J: 'th~ peaople• • 
• . .. - . .' ·:· ' l . -~ . ; : ; . ' ; • . . 1 t ' • ~ • ~ : • • : ~1-: ,· • ' 

. '.mOney ,t~, goe4 uee by invea~:ing it '•to''prc:amote· tbe:.;-,.,1fue of 
, ' . • ;' • I , • ,:· > •' ' ' ' : , 

1 
. • • l ' t • 

1
1 l ' ', I , \ 

1 
: ' • •• '·.: ' • • -. ' , , • ' • 1 ~ 

aoaie~y by ·w9rk.ing on- ~ueineaa p:rine:lplea~ LIC-.·w~ to ful:fiU ' < ' ~ .... ~ -' . ' -. ' . -. . \ f • • : • • ' : :· ~--> : ?. ·:.: --. .· . . . ' ' 
theae- .reaP,nalbilitiea · widlout ever loaillg- atght ~f ita pr.t. .. ry 

. , '_!.,_.'. ·. ·.· '. . :' .. ! .. . . :·:' >. ·. .. '. . 

obli~tion · to the polioyhol&tr•• tbat of providing. absolute 

''I; .. ; se~~it~ .. w~~h ~~~on.,le ~·~urn -an~ -~t snae:~~~{.~1evice. . 
I ••' , .. ' •' :1 I . ' . ' ' ' ,• • 

,, 

Therefore• we• propoae to mitllf! an overall- appz"at•d of· th• 
' I . '. ·;'· •,' 

corporati~n·. partormanu~ ;.;._ h.~- vell' it has'· ~n:_: able ~~to ·tackle 
,. ·, .... ;':' / '!~- ' - ' - . ·. ·.' .. __ -~ 

. ' .· ' ,. ' j '- : ~ .,. :: : .'• '' J ' " l ' ' ' ' I ' ' ' ' ',·, . '-~~. 

tho taaka ontruat:ed to. it? what ua the acbievamenu .. and ~ailurea 
:"·. :· .. : . :· : ' . ' . ' .. · '-/ ' !·, ' . 

of·: ~he co,~l'ation and what· mo~• ·it ha• to ubi~y .. ? . _ .. -'\ . ' ": .'• 

Period covaa:ed 
' .. :.- -. 

. ( : '_ ::; ; . . ) 

:.;··' ·._: 
.. ';. :· .' 

I ; ' 

• . - ... ,. t . . ' 

'rbe atu4y ba• devoted ita&lf·'-•o a per.t.O(I·.C1r eleven yeea-
• ~ '. ' • ~ ! ' ' ' ' ' •, . I " . ' _' '. (: ' 

let April~ ~~75 to 3lat: MaZ'Ob.• .1986.- ,or th~ pu~ae of COIIpdiaOD•­

pe~fo~~·: f~~ , dl~- .~~:lier y~&,ra had alao been. :~~\ldied.· Similarly 
' . ( ' ' ' . ··(.: ~~- . ~ ' > 

• ~ ' " • l ·--.i ; : ~i ' -> \;·.\:::_ .. 
II 

;, ,, 

·l . 

,._, 
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the atudy baa been updated with the info~ticn available till 

December 31, 1987. 

The study is mainly based on data eollcctfld :t.rOHi aeeon­

dary source - Annual Report• And Aoaounte of Lif'e Inaurcmce 

corporation ot India, R~porte and pUblication. of R•••rv• Bank 

of India and various ·reports of the coaeit.t"• &ppoint:ed by tbe 

GovernJ.r.ent of India. LearJMtd publication&( .including uopubliahed 

dieaer~tione) and jcu:nale vere also atudied for collection of 

· · · material • ·aaaidna,' de.t& hae al_I)O. been CGll~ed t·xom 'primary . 
rt, ; , 

• .:al.n:ce. unpublished :rc;.H~orda of ·x..xc·~ Tha· infanuat:i.on ha• also 

been gatiserea. through atructur~ and· unstructured questionnaire• 

and personal interview• of managerial cadre, office stBff, 

fo~e and policy ho1dere • 

. . TM a.tudy .13 bas~ o~ bistoticfll method of reet!!arcn. 

riata collected-from varicu.-·acut:ce. bave been prcoea~od~· collated 

.and. int~z:px-et:ed to .. analyae tbtt per:fontance of t.be corporation. 

In a limited manner, queatioooaixe and personal ine•rVtew a~oa­
cbes ·had aleo be•n ·empl.C~Yed to gather relevant information. statia­

Ueru. . tools aooh aa P,.reent:_~··-~!IVeii:AS!!_ ~ indeX' DUJ>lbera haVe b""'" r . 

uaed to· ·obtain preeiee :resul.te. 
~--------.:..----- --------·-

·, 

Plan ot ~bo studx 
• !) • ' ' L 

t-he !Study ie divided int.a two broad beadings c i) lianage-

ment of Risk Cover. and ii) Management of Funes. ln Part I of our 

,, . 
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study e we h&VC ~ltami!'led. the Opera;tiOnal perfot'I!L14UC0 ·1i.Jte income 

ana ekpensea;' urcwtll of lite :hun.1rauoe ouaiueaa under individual 

and ;roup insurance. aiu of policiea ac:ccrc!ing to aura aaaured. 

lapaatiou of business. growt.b of OO$in&u in force and life fund. 

sett:lemnt of d.aima. uonthwi•e variance iD buaioe•s prcpoaed and 

'converted into polic1ea. J)l.anwiae distribution --of. new ba.loinesa~ 

bo~us ratee· of LICt pevcenta~e 'of in·au~rable l)opulation cove:re4 

by' tl£e· corporation lind ao on. In ·additioti. we hav(! also ·m~ a 
. ' ' •.,. 

' ·~ -

eomparativca study o~· the eci"lle o:f tho eomparabl'e· Mpi&cts e;f LIC·-

vith trtat of Pclatal' 'Life Inli*anQe' · ('PLI) .llnd ontt;...;Liriked Insurance 

~clicy· (UL!P) - eapecially ~h~ charge of riat cover by ·tb• LIC and 
' ' 

PLJ:.. Mcreovex·. we bave also examined the lik@iy a.mOtmt payable on 

prera5ture death Of a }}&J:SCD WhO f:ak6ti ~ polioy OD certain ·age under 

IJ:c.U. .PLI anti ULID. iJ.'he orgwi.oatdonal lllet up iru:l·uding split. 

up ~f the corporation baa also been eXAmined• 

In P&rt 11 of the atudy, we bav41.; encempassed itftma liko 

.atatutory control on tbe mnna.gerattnt of lif'e fund!'5. principlea of 

man.agernant of lif!! fund$~ investu"K?nt in gove>rnmont &0curitiQ&. 

corporate a~curiti~.e imd invtt:at~nt in soeielly-orientec1 eehemea. 

In other words, we bav0 rntade an apprdaal of the investment port­

folio of tho corporation. Though the preaact a~udy does not 

examine tba LIC'a role in the management of inves~ee oo~niea 

. but in li9bt of tbe ~rtanee of thie topic in rGCent year$, we 

h&ve euraorily examined the LlC'a role ae on institutional inve•cor 

in tb@ invest6& companiee. Thie h~s baen dcne to loc~te the prob-
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l•u •nc:l prospect• of Lic•s active iovolveMnt in the ~annagttment 

of public lisd.t.cd companiea financed by the corporation. Pinally. 

an overall apprai•al of inveatmont·pa~tern of_LIC ba• been N4o 

to find out the erend and patt.ro of investment. 

structur& of the Dissertation 

In view of tho.objaets and .cope of the wora • .an att.empt 

ham ~eQn made to appraise tba cverQll ~~tormance of the corpora-
. ' 

tion throu'ijh the c:haptord mentioned as bel.ot~~ a • 

' ,' . . . ' ' 

busine~a aoa di£f0r~nt aapocta related to .ri~k eover. ~hea~ 

, . a3Piicts bav~ be~n (!V.~lul,t~d i.•1 th~ f~ll.ow!:n'IJ ·b:s:oatl headinga t 

.(a) ··procureroo~)t of ll~W bue~inens. (b) l'e~icn~i•~ distr.ibut.ion ot 

new btJJ.Iiness Cc) proc&.u:er.l9nt .of :busirieaa under f'irat inaurance 

(,d) ·%ural buail'le•a antl probl~ma of :c-.ural agency ·force in procur-

ing rural bueinGtaa (e). aaiary saving scl~rotN- (sss). (f) Qrcu.~ 

tnsuranee ana (g). af,gmentvit;e c:overage ot: li:te in•~rance. 

In thi.!ll .-:.:hapt~r we bavo l'lOtod ettltant: ftwta.1t>ea <if tlw 

varicue inau:nwce plans •~ket.ed b~ the L!C including .the now · 

thrust ar..,a.s .. An at.t~~r4)t. hacs all!lo been uta.cl.~ to evaluat" marke.t:,iag 

aucceslJ of var.ieus plana. in t.et-~ of new ooaioeso a,ssured (both 
acco:rdl»g t.o · aum aaaurea and nUmber o~ polic.iaa) • we havtri alec) 
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taeuaG&d attention to .onth•wiea vartanc~ in buaineas propos$4 

and propoaala converted into polic1ea as it rev~al• a diaturbing 

tr~nd. "fha aettl.omemt of claims and complaintes 'QcJethe): with· 

lapeatlog RSattera also occupy our at.t:ention in tilia chapter. 

lPC~ e.nti_9-..~.2 . 

·In this chapt~r we have d.e&lt. with ~owth of the corpora­

tion. Th~ net incc:Mt of the corporation for ~ach im.1ividual year 

· hms be0n dividfJd into three .~rilain ca.t:.egoriea vi2., premium in-cOWl&, 

tnv~~t~~nt income and miscellen~oua income. Thereafter, tbe total 

out~o or expenaea ot the corporation havo Jz.een e~at»l:ned to 

monitor ite gfowtb. The total outgo of t'h~ corporation tor the 

purpose of our :iitUdy ht!a baan divided into three catGgoriee - (a) 

benefite t.c polieyheyldora which i.nclt.\de p&yele:nt of' olaima, annui­

tiee pi!yfl~nt, payene~t. through aurrondere. bonu~Jea et~CJ
1 

(b) lllall&­

g..,rial expena•s - comprising of paymant ot cotudatiiou to agenta. 

pay~nt to employees throuuh aalariee L~a other allow4ncea a•~ 

other ma.nagerof!nt expena.,• and (c) ttanafQr to difie:r.ent .t'eNrv"'a 

undor the provision,; of diff'e-rent sections of Lif~ l.naurtmc::ft 

corpor&tion Act. 1956. Finally. af'ter roeeting the abovo mentionM 

elipen.sea and transfer t.o dilffe%tmt reserve• the net accretio:u tu 

lite fund or th~ corpor~tion baa been •xaminmd to find out the 

trend and rat~ of ~rowth of Life funds ov~r the period under 

stu-dy. Thi~ chapter ho~ also alalynd the expenaes ratio of tlw 

COrpot.·atiOrl for this psrJ.Qd,. 
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In tltJ• · ebapteJ: ve have Ndo a COinparati.ve atudlf o• 
Lie. POat:al Lite loawranc• (ILl)- and uoi••Lialc.e4 Inau&-eoce 

Polley (tn:..XP) in J:eapoct Of 1• 

(1) 

(11) 

(1:1.1) 

. . 

.R.te• of prelliwa under LZC, PLI and ULIPf 

Lllcely UIO\In~ payu~e on preutw:e. death under Lie, .PLI 
' . ''·· .. -· -:._ ~ 

anc:S ULIPt 

.. ':-

( iv) BODU r:at:e• of Lie, PLI and ULIP • 

' ' 

I.o tbia pan ot atudy. va have concent~atecl on i:be 

inveatmtnt. portfolio Of the· LIC~ 'trut pecfontanee o~ the CoJ:pOta­

. t.ion in managing it:a loveatible funo baa been evalua-e4 u 

unc!•~ ·-

Firat oi all, ve have dieu••ed in brier tbe venerally 

accepted . principle• and channel• of ioveatment · o~ life ~ruauanc• 

tunda. The generally acc:.Pt,ed principle• of io•••tmeot. of life. 

inauance fu.oda ue • aat•ty of capt~. r:euonabla r•tum on 

inveatllliiaa~· "eg~:ee ot: liquidity of inveaU~ent oct divez-ai~lcatioa 
--~·- ·... ' 

of 1rw•at:ileota. After a bzoief 4iacuuion on theae gener:al prioci• 

plea of inveatmeni:, W. haY~ cotJCentrateci on aoall'aiug the chaanela 

ot inve.t.ment 1:Uce gover:.oll8nt .ac&iri1:1••• COJ:pOJ:"ai:• aec:w:it:i.ea 

103987 
17 M.~R l9JO · 
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J c••••• debenture• and loana), •ngage loaoa. loaa to 
policyholdera, ioveat:ment •n areal_ •nee. aectowiae iDVeatmeut. 

etc. 

:tn tbie chapter V. hav• alao deal• with the ioveatmen~ 
I I 

of life tnaw:anco -f~nda prior ~o aationaliaat:ion of life inau• 
' -

~anoe b\taine•• bel govel'oment: CIOD~l _ u i:he iJWeat:U~Utt policy 

of ~be Lite inauace corpoa:&t!ion of India i.e •• aftu aat.tona• 

~iaat..ton. 

_·LIC'·• Inv••tnumta. io "G0venment. and GOveJIDment. ~esoVM'l Stteva:j• 

·tlea socially oriented Scbenille; ;, 

~· a-eaaona fOZ'. d.oslna1:_1ng :poalUoa· of ·govem&lent ·aecuri• 

·tie• in -the ioveablent: · pOR.&!olioe of -the LiCe· ·inautt•te· to¥a the 
l J '- • ' ' .i . . ' 

mala tbi:Uat. of thia chapur.· LIC'a. inveai:•nta in t.ba' govenment 

aecuritioa have t'le~D aaa1y$ed aa tollc»va - eollpOaitd.on of govern• 
' 

meat aecu.1tie•- cential and' ·t·-· gove~ment aecuriti••· ,· 

•Pf>roV.d- aecuritie•• :·atat-1ia• diatribuiion of appmved aecui• 
' ' 

'tiea. inve•t•nt: in foreign govearJJmeni! •ecud.tiea -•~c •. , 

The LlC, unde¥ · th• ~lOga of the aoeiali•tio pat'=•n of 

acc:le~y Of the ,oovemmeut Of. lad1a, hU. of ·late. 91••n. UtcaO~t 
• ' • , • •'. \ < : • ' 

· iiiiPO&taDC• . to soc!ally-o~:l•nted •he•• apooaOJred. by tb.• •'ate 
•' • ' : :·I ' ,' ' > '. J• 

gove~nu. Huge ·ilmC)Utlt_ of ,~h. LIC'e ~~. ie . .be'ln; CbiiDilelJ.aed 

'to aucb pZ,ogr.-.a in r:eaent. yeu•·· In tthl• cbaptea:, we bave 
. . ' . 

evalua~ed tba Ltc•a 1Dveatment iD aocially-orieQted ao~• 

like Elects-lclty, Bctuaing. · wo.tet:' Supply,. se•a:age, Road tx-u•po~, 

J.oana to poliey-boldQra •. l~ana to induUlel .. t:at••• ioveatment 
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\.-

LIC' a IP!fatm~nt.. ip COIR!J:&b .. S~<*. 

LIC play• a very iJipenant. role in· tme . !oduatrial tinuee 

of' Indian economy. Xb view ot .Ltc•a dOIDinatlno .role in the aphel'e 

of lnduta:-.ial flnanc:a. we. have exallined ita .:eaent itl'ead8• J.nveab­

•nt patt.em eel capi~al llal'ket activity ot the· Life loau~rcace . 

coa:poration of· intUa •. 'l'he cOQOratton fiuncea the Indian 1nd"•-
., 
-~t-

:;· .. ,., ... ~J:ie• in t;vo vaya • fill'•~ it. ~enda 11nanci.4, •••i•tuce -o 

public 11id:ted cCM~pa:zlies by· conta:ibut1ng to. th" shuea and ·· · 

. debenttirea of auch Cor&paoiea dil'eetly and •.ocmdly ·through extend­

ing epeclal financial aaaiatance t.o aPf)clall.iud financial 1naU• 

t.utiona like. Icax. Ii'CI·. zexez. ·aves.· sloes.· etc.· •stabliahocl . . . . . . 

for. prov.t.diau · f.f.nanclal uai•tance. to co:~Paniea . ·to the private 

, -.otor •. i!eJ»ce. ve have •xaaloed the LJ:c•·a role :J.a the fiaduatl'ial 

Detore inv~a~iog i~~ ~~in ~e.eocporate' en~e~i•••• 
the LIO h .. i:O go t:hrougb a null'bal:' . oi paaph•Delia · vhicb ie 

called proj.ct: ap~&i.al. w• bave. therefore. exuained. 'the 
:, . 

· orit:ecla for project app¥a1aal in gener.al ad .tbQae ueCl by tbe 
; 0 1 

' • , • ! .' ' ~ ' ; , ! • I 
0 

, 
0 1 

A 

LIC iD paa:tlctd.u. LlC'a :l.nveatmea~ :ln cozoporatea llfJCUit1•• 
• ' • • : .~ ' '', : ~ ' ,• ' • ' I , ' • I . , ~ ), ; ';' j ~ ; t, • • ' ' • 

baa i.HteD uud.ned in t:be follow1-,ag 'broad baadlnga - · (a) co.poa:l-
·~ •. -, ~. ".' • ' ' , ' t ' ' ' I ' ' '' . ' ' ' : ' ' . f 

tion or COI:J)OZ'ate aecQr:it.:l.G• • (it .ahues • equity and preterenc•• 
' ' 

(i1) debent.uc-e•t (b) aoae-vl .. <U.at:z:ihutioo. of oc)r:poa:ate aacuri• 

ties. (c) atate-wiae di.aUibution ·Of coq,oa:-ate aecu.rit1ea, (4) 



· inclwstsy-vt.ae inveat•nt in co~:pUBe eecurtU•e• (e) inveetment. 

in 'luge QJ:OUpa' of· indut.a:ial. uodertakinga. ( ti inveatment in 

Big'' aua:lneae ilouao (uco¥ding t:o •lae of · .tnveatmont) •. (g) coa­

poait:ion Of lnveat.ment. in' l.a~ge undel't:ak:t.nga antS (h) undttr:wr:1tiug 

operation• of ~he LIC. 

TO begin with ond for a qui~e a lon~ t:t.e. LIC v•• the 

biggsat' institutional investor lo Xnala. Xn · r.cent; yea~:a :lt:. . baa 

lleeo ~relegated to tho eecor.di· pMition. Since t.be co~pa:ation 
' ' . 

holda • fat~ly a large inte~eat 1o ..uy public li.t~ea co.paniea 

it:. £a e~tea .to pl~y •.- JrOle :1.'~ the llabatrementt ot tbCi tnveatee 
·~ :-;; 

coft91m1ea. The LlC wu ·acting u, a· paaeive •hS!J:eholaez:- till euly 
I J ;;~·· 

.. v.ntiea. since then Cocpot>t.t::ion bas atan:ect i!uing active r:ol• 

in . the management of aelected cospani4ta • Ptr ;ovenmant polic:1ea. 

~bis baa tenerated a fair amount of de11beraticna ~· inaide and 

out.•1de. Indian Puliament. we have. ther:efcre. &leo examined t:he 

p.-oapect:a end probleru of Ltc•• ac:tive participation in tbe ~a;.­

meut of t~vesto• ca.paaies. ·by the Lie. 

PARW • Ill 

O!QADiaa~ional s~urea 

Xn -h:la cmapt;•r we hav• at:udiad the or~iaation and lie­

O¥ganiaat:.ioo of the cor.poJ:attion. we have &lao exa~o~:i.ued the tenu:r:e 

of Chaicnen, Managing Direoto~a and.Me.W.¥• ot ~be eo~po¥ation. 

pa'oble&U ~:elated to t!he agency S:om• have alao beaD t.uen UJI• 

our: Min obcervat:lon• and humble augge~ti9ns ClC~atitute 

the conclUdiJjg pan (chapt:eJ:) of i:hta study •. 


