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CHAPTER = I

INTRODUCTION

INDIAN INSURANCE 39 ¢mﬁaﬁ$9FfT

Although igdicat@za are avéilnblw from the Hritiéga of
Hang, Yagnavalkya aué aﬁh&&a‘that the insurence business existed
in India even in ancient times, “iﬁ hay b@an‘@aﬁabliahQﬂ that
viliage co-operative insured againgt loss of profic in an
industry in the early days of Aryan Civiligation. There wore
contracts safegusrding th@fﬁisk of tr&nag@xt'by‘s@a or land.
Purthex, the well renowned joint~fsmily system rendered services
similar ¢o those of present Mife insurance. However, excepting |
the joint~family all other waned with the'paasaga @ﬁ~ﬁima.”1
But the early hist@ricgl background of insurance in thi# country,
has not bean published widely.

Phe modern form of insurance . . business, was brought o
this country from England as it was brought €0 Furopsan countries,
the U.S.he and Canada at differont pevicd of tiom,.

The actusl origlin of smcdern 1ife insurance is, however,

hidden 40 the mists of antiguity though iife assurance policies

are knovn to have besn gramted, during the reign of Tlezabeth.?

i Ma&h@tr&. RePes Blomonts of Insurance, Macmillan iInéia).
1975, pp 16-17 ,

2 Tyler V.W. & Tayler H.He.. Life Assurance. Six xaaae pitman
& Son Lide, 195'% P Ge r\/x? D
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?hé iéauﬁaace business exerged in England somatimes in the
aixeeebth contury even b#ﬂe:e.ﬁhe invention of mortality
table.a'Xn India, upto the end of the nineteenth Contury,
Eh&’imsuraaéa was in the Aincepticonal stage. Therefore, no
legislation was reguired ¢ill that time. Usually the Indian
companims Act 1833 was applicable iv business concerning
banking and insurance c@mpaniap.~ﬁaw.xﬂﬁian,Insgrga¢@1¢@mpau,
nias ana~$rav£@ént:$ecietias started (0t the time of national
movenant, but most of them woere financislly una@pnﬁ,:zt.wap
aﬁérted.that Indian Companies Act, 16683 was ipadequate faz.phﬁ
puxpésg. Therafore, two Acts were psssed in 1912.“§iz.. Provident
.xnéﬁéamﬁa-saeietias &mt,vlef_Lglz_aﬂé_ﬁnﬂian.aifg_%pauxanca ,
emmpanias.éct.,vx.mz 1912, Theese two Acts were in pursuit of

the English Insurance Companies agt:9£11909 with the difference
“that the Indinntnizé.lnsuranqe Companies Act zelated to the life
iﬁaurance only and excluded the non=life business from its fold.
The ot put the 1ife insuﬁéaaé business ie India on gounder
faatimé and resuited 1@ cw@aéing a baalthier atwosphere than Y
‘before. It was also instruvental in the dissolution of aoma
lunsaﬁnd Indizn as well as non-Indian life cfficen~ay in the )
merging of some of them with tbe othere. The legislation in Indie
was confined to life business because there were very few genoral
'inantanca aawpan&ase T prevent financial wveakness the insurers

were required to keep certain stated deposits. The Indian iosurers

1 Desai, G.Re, Lifs Insutance in India = Its History and Dimon=
sion of growth, Hsecmillien (India) 1973, pp 1-6.
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were vequired to submit returns giving particulars of their
business. The foreign insurers wet@'exgmpted from submitting
separate pacrticulars relating to tﬁm bininels done in India.
soggﬁénglish companics ceased to underwrite furthor business
with a vigw to avoid submission of Haports to the Govi. Of Iﬁaia.
Some Indian Companies whichfﬂenduetea_basinesaf&sseasmentiam or
on acturially unsousd besis, either dropped or awrtgaged them

to conform o acturisl reguiremsnts. The aim of the Provident
insurance Socistios Act,1912 was Lo govern, the anvi&ant Insurance
aaeieties which waﬁ@ enqagag_in>tguumsliﬁa policieg worth' 88.1000
or less and. marriage and aiaaaas_p@liqgeglaf”wagy nom;aal amnouont .

‘This'&ct was purely based on Frieandly Societies acte

A number of gocieties disappaared £ron tﬁa'ﬁcéne of
| opexatian particularly~in Gujarst and Bengal wztn the lntroduction

{qef the abeve menticned Acts. These socictics were cellacting
massive funds in the form of aubﬂcxiptiana.pzomiaing large attrace-
tive benefits. ‘It iz said that only 90 cut of 1200 such societies
&xié&ed By thé year 1815.' |

whan ve lauk at the histaxy of life ingurance in India,

e fin& that the authoritative data on lndian insuraace bagan tO

be recordsd only from 1214 wheop the government atazh@ﬁLyubliahinq
#ha retuzne of life insurance c@m@anies in Indi;.luwhaxeiera. very
, liétle is known about the esrly history of Indian insurance compa-
nies. Perhaps the @ri@ngal Life Assurance Company founded in 1918

in Calcutta, mainly by Buropeans, was the first to gtart insurance

-1 Desai, G.f., Life Insurance in India (Madres: Macmillan India,
l@?&). Pole T
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bupiness in India.” We also acte that prior to 191«. there was

no insurance lav in India.a

}véa chaclk: the unhg&lthy conpetition botween far#ign comga~-

> nies end provident societies, the Covernient oﬁdzndia placed a
bill for the necessary awendment in 1812 Act. But as the epactnent
of iosurance businecss in england were in the active contemplation,
.thm Government ©f Indix éhéught it fit to watch the courase of new
leqislatien in anlaad. sinmw no amtian was taken the G@vernman&
of India in 1928 pegzed a atep~qap legia&a*ion with the main
cbject of sellcatimg statistics regarding imsuranaa matters so
that the inf@zmation callact@a would be of value when the time
wauld‘coma to paps comprehensive act. This act,yag Dot very come
ptaheﬁsive. The govarnmaﬁﬁ'afvindia vanted to wait the Enéliah
legislation whichlwaa'ekpeaté&'é@:hﬁ possed in 1928 or so and

" base tﬁa law for India on the British model but Eha legisiatién
was not passed in pritain. Though ﬁh@ Aot of 1928 was enacted on
& consistent public demand it did not fulfil the hopss and aep&rb-
ticns of the policy-holders. The Goverawmnt of India, thorefore,
appointed a special officer ta‘go through the details of insurance
in India and to recomsend ways and mesns to protect the interest
of the policy~holders to ahé maximume. The zeport submitted in |
the year 1935, was referrcd for opimion €0 a consultative committe@a

:'cansinting of representatives of various interests. The committae

made several changes and passed on their raaammsndaxiens. the

X'Saxkar. MeRo Excerpt from the speach delivered as the Chairman
\/ of the Reveption Commitice of Indlan Insurance Conference hela ,
at Calcutta in 1937. 7 '
2 pishra, M.Ne., Law of Insurance (Allahabads Contral Law Agoncy.
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Indian Ineurance Ac¢t was passed in 1938 which ceme into force
S on. July 1, 1939. Thzs Act provided for a detailed ccntrol
mechanlsm our llfe insurance companies® investments: COmmentieg
on the Insurance Ac¢t, 1938, S.R. BhaVe'writes:'"Departing,frcm
the prieciﬁle'cfiminimﬁm'contECILQHich was the basis Of U.Ke
Insurance lawe and maximum control. provided by the Canadian and
American lawsc the Act embraced the whole—f;eld ox 1neurance and’
was tzist‘comprehenelve measure to’ contrcl the" bealness and -
dizect 1ts growth On sound limes. wh 0

L Since then the Insurance Act, 1938 has been amended ,
'several timea. In 1946,  the. Government of India wanted to .
introduce a. néew. B:lll2 to provade for adequate control overll
expenses. capital structure@ voting rights. exceasive remmunera—l
‘tlon. part-time and commcn executives and various other matters.
'Certain political developments and unrest in the country at that‘
’time contemplated the introductlcn ef the Bill. Again an 1nfermal
committee consisting of . S. Ranganathan, Secretarymlministry cf
COmmerce, M.A. Angari, Superintendent of Insurance, L.S. Vamdya-
nathan (oriental). J Ce Setalbad.(Vulcan)._ oKe Shah (New Indla).
T. C. Kapoor, (Bombay Mutual). N. Dutta (Hinduethan). N.V. Naidu -
(Unlted.Indla)@ S.C. Ray (Aryasthan) and N.G. Gcre (Presidencg _
‘Life) was get up to review the p081t10n of Indlan insurance
companiee and their assmstance to Indlan induetrles. Ineurance

.”(Amendment) Act, 1950 was: the result. of hheir tecommendations. '

1 BhaVe. S.R., Decade of Transition, Saga of Security, vakil and

__Sons (pvt) Ltd., Bombay, pe 191

2 Thig Bill was desgigned to give affect to the recommendatlons
of Cawaejee Jahanger Committee. '
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This act also redesigred the Superintendent of Insurance as the
Controller of Insurance giving more powers to him imcluding a

keen supervision of the ionveatzents of the Life Funds.

Life Insurance and Hationalism

;$hcugh the LIC vas formed on 1.9.195¢ and an Ozdinance
for nationalisation of 1ife insarence buainess was promulgated
op 1%th Jeauary, 1856, the climate for national uunerahip was
really budlding up over many veers: prior Lo u&as& evanto. it vas
in the Lahore Congress in 1929 ehac'ﬁanﬂit Jawah»vlal Hahru apezt
- out *swarai’ te sean “aampleee indeﬁenﬁence“ both @@li&im&l and
.n@canamiﬂ. in tha Farachi c@nqz@sw he&ﬁ Ao 1931._he ucaﬁad aleurly
: ;t@at the ﬂu&tﬁ ueulﬂ hnva montvoi avVer “Rey. &ncuatxies“ whiech

was ta include Bankiﬂg,qna Insuxanca»l

| The Natioqal"?lanning cmmmitaaa Rmpdxt:(iﬁﬁﬁééﬁ) uhile
commenting on the role of insuranee in the aa&ianal OQORGEY ‘had
oxplainad that the ’Recagnition cﬁ 1nsurance aa & aoeial aezvice..

ews Bnd mﬁbiliuutian of its funds will mneh better anabza capital

al
7he ciamour for nati@ﬁalisatimn of iasurnncm was aa@entuateﬁiatter
 India achieved her independence in te year 1947. The ﬁvaﬁ& cwn-
gress in 1955, perhaps, provided a turning peing, an it W§5‘ﬁt
this session that the suling party ﬁ@@&ared.ﬂseciéiiéﬁic Pattexn
| of gSociety® as its goal. This vas Zollowed byjéatioéaiiaatimﬁ of

i nga Towards a Secure Future, Central Office. aamxny. Septqmb@r
lg 50 p.ﬂ

2 Ibid. p ¢ {quoting Nat:ena& Plamning cgmmitﬁea Rep@xt 1928«48) .
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the Iaperisl Bank (1855) and life insurance business 11955) .1

However, there were people in the xuung party who
scoffed at the sugcootion of nationalisation of .L'Lte insurance
business. aAccording to them bhnn was ho parallel and nc
ptnc_édent‘. i1l then life insurance industry was not nationalised
anywhisre in éhe world. The e:;ly tioe it was atﬁauptad in France,
the experiment faelled and the industry was returned to private
sector. The woral, therefore; according to the d’captie:. vas
that J.ife insurance industry was not capabl.e ot be;lnq wanaged
thx:ough pubuc aector. But i:hue prophesies oﬂ negation have
praved v:cnq. and the 1nst:1tuti@n has not emly anrvived and
thrived for 30 years it has alao been successful encugh to
pmiée inspirastion to other dpvelcpi:ng Afzo-aAsian countries to

‘g0 in for nationalisation of their life insurance business. In

any case, the founding fathers of tiis fnatitution and all those
who vwere associated with thh could be proved that *LIC represents
the first uuccuut&l experiement in the nationalisation of Life

-
THE LIFZ IRSURANCE CORPORATION OF INDIA

The lLife Insurance Corporation of India (LIC) was formed
by an amalgamation of 245 tndep-ndnnt insurance compmiuaa whose

life insurance business was acquired Dy the Government of Indis

| in January, 1956. This was really a great event for Indian

1 Ebid. Pe & '

2 ibid. Pe 4

3 pamai, G.H., Life Insurance 4v India - Its History ana Dimen-
sion of Grbwth, Macwillan Company of India Ltd., Madras, 1973,
PP 71=76. )
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capital Norket not only becauss the ownarship of such insurers
stood tranaforzed from the private sector ¢o the public sector
but becsuse nationzlisation vested concentratios of investible
funds in a2 single authority. It is this c@naeatrati@nvef investi-
bie funds thet has made LIC a0 much igfluential institution in
the Indian Capital Market. |

- The decision of the Central ssbernm@nt to establish the
LIC and peroit it't@ ﬁunc&imé{aa'@n such Qiqanéié‘acale WAL,
indesad, 2 courageoOus step as in most of the céuntriea; the
guvetnmant; have pxaferred-wither noet o touch ehis induastry or
allow to compéte the private bnmpaniaa with atété ewngd Corpora=

tiong.t

objectives of the LIC
~ Over ysars LIC, like other progressive business enterpri-
aes¢1hag formed its corporate objectives. 2 ’silvgr Jubilee
Review' by LIC inter-alia envisages the follewiﬁg as its corporate
objectives:~
34 To sgt@aﬂllifg insurance much more widely and in“

purtiéular to rural areas and to the socially and ﬁconomically

1 The insurance industry in Canada is predominantly under the free
enterprise systewm {Rhind, J.C. & Dandridge. L, Canada, Insurxance
in hhe World Zcoonomics, p. i17). In Japap all the insurance come-
panies are mainly managed by private companies (Japan Insurance
Hews, Tokyo, No. 64, Hovember, 1984, pp.20-23).

The issurapnce business in Hetherlands is handled by the private
sector of the land (Mulder, H.le., The Ne&h@rlandiyznmuranc@ in

the World Foomomics, p. G1l0), insurance is totally contyollied by
the privete companies in the U.K. {Insurance Facts and FPigures,

1983, British Insurance Apscciaticns, Londen, pe 24). All insu-
ronge companies exgept one are swmed Dy private capital in
Singapore (Ting, P.K., Insurance in World Rconomics, Repygblic
of Singapore. pP.€li). similarly, the insuronce industry in the
U.Sche i9 hoavily captured by the plivate sector units (iorn,
ReCee¢ Insurance in the World reonomica, tho U.B.A.. Do 787},
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backwvard classes with a view to reaching all iosurable persons
in the country and providing them adcqugte £inancial cover
aqaibne death ab a tiasonablo cost.

‘ 2. To nmd.ulu -obil.iukian of peoples® savings by
making insuranccvlinked savingl adcquacely atzractive.

3« TO bear in wmind, invgaemnt of funds, the primary
obligations to its policy-holders, whose monay it holds in
trost, withbué losing sight of the interest of the émﬁnity'
as a vh‘oh; the ﬁmdﬁ €0 be dﬁélsyeﬁ to the best advantage af
tho :lmestnm as uall as. the c:amuniw as a wholec keeping i.n—
vi.m; !:ho nlti&mal p:iaritieo and obligations of attractive

- return.

4. 70 conduct business with utmat economy and vith full
'nauntion that the moneys bhelong to th. policyholders.

5 TO act as the trustes of the insured pu:buc in their
individunl and collective capacities.

6. To weet the variocus life insurance needs of the commu-
nity that would arize in the changing social and sconomic environ-
ente | .

7¢ To invoive wle mtking in the Corporation to the

best of their capability in tu:tharinq the interest of the :Lnnumd
public by pr:ovxding efificient urvica with c:m:rtny. :

8. To promote anongst all agents and employesos ©f the
corporai;iom & sense of paitlci;iaticn. pride and job satisfaction:
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through discharge of fioir duties with dedication towards the

achievement of corpp:atencbjecttvea.

Objective of the Study

The present atudy is an attampt to Ippxaina the activi-
tiau of Lita Insurance Corporation of India duxing the past three
hfdeeado-. anconpao:ing ctsfbizth. grouth stronqtha. veaknesses
,‘_ana eaaha hefore ice one of the objects of tho natianalination

of hhe lifo anaurance ‘business in In&ia was to prcnd thn ‘massage

o£ life 1naurauce to the ‘remotest corner of the_ccuntty -

;-patticulariy to the mural arcaa. ‘ana &0 the aac ally and eeonomi-
cally baekward sttata of our dociety and puttin# the people’s

' Jt;money to gcod uue by invasting it to’ promote tho waltare af

tcuiety hy working on buﬁinaaa principl.a¢ an wat to tultill

thesu rcupon.ibilitien withaat ever 1o.£ng aiqht et itn prinaxy

o .obliqteion to the polieyholanz-. that of pxoviﬁing dbsolute
fseeutity uith roaaonabla tnturn and hest pateible ucrvice. |

Theratoro. ue. propaae to make an cverall appmaiaal of the

corporation's p.riorman&s ~ how well it has’ heen able‘to taeklo

| the ta-ks antxuatod to. it? ‘What ar@ the achievcmauts and tailuren ‘

of the corporation and what moze it has to achieve?

ok B [ A N LA L

Poriod covarea

?ha study hna devoted ittelf to a petiod ot elovan yenra—

lat Ap:il. 1975 to 3lne ﬂazch. 1986, For the pﬂrposa of compatison,
) pertermanca fcr the oatlicr yea:a had also heen :tudiad. sinilarly

; -.'U S
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the study has been updated with the informacion available till
Deconbex 31, 1987.

gources of Data

The study is mainly based on dats collected from secon=
dery source <« annual Reporte and Accounts of Life Insurance
Corpasati@n of India, Reports and publications of Reserxve Bank
of India and various reports of the comnittees appointed by the
Governnent of India. Learned publiaatxmna(iﬂcluuinq unpublished
digsertations) and jeurnals were also studied for collection of
material. Besides, déta has 8lso been coliected Exom primsry
‘edurce. unpublished records of LIC. The information has elso

baen gatharad thruugh structured and unstzuaturad quaationnairel 1

—

and peraonal interviews of managerial cadre, oftice stafs, ag@ncy\

force andlgmlicy holdera.

Mothodolegy

The study is based on historical method of vesearch.
Data collected from varicus sources have been pruceaéed} collated
and interpreted to analyse the perfozwance of the Corporation.
In a limited mwanner, questicknaire and personal interview approa=

ches had sleo been emploved t6 gathey relevant infotmation. Statis=-

tical tools such as parcem@a@q.,ggggggg_§g§ index’ numsers huva been

used to obtain precise rmuul&s.

Plan o: the 8tudy

The study ia divideé int@ two bxaaﬁ headinqa H i) %anage—

wment oﬁ Riak Cevez. and ix) ﬁaaagemant of ?unds. in Part I of oury
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study, we have examined the operatioval parformance like income
and exponses,’ growth of Life iloevrance busivess uadmrtinﬂivi@ual
and group insurance, size of policies according to sux assured,
lap@atiﬁﬂ @ﬁ business, growth of business in force and life fund,
sattlement @ﬁ.elaime. sonthwizge variapce in business proposed and
_eonverted into policies, planvise distribution of new business,
Emﬁué’éﬁﬁéa“of LIC, pazcenﬁé@e'&f insurable population covered

by the Corporation and 30 on. In addition, we have sleo mads a
comparative study of the some of the comparable aspects of LIC
with that of Powtal Life Insurance (PLI) and Unit-Linked Insurance
 Policy (ULIP) = especially the charge of cisk é@yex Dy the LIC and
PLi e M@f@@vaw; ve have alse exdmined the‘likeiy amount payable on
premature death of a person whotekes a policy on certain sge under
LIC,swl PLI and ULIy. The ozganicational set uwp including eplit
up of the Corporation has alsc been éxaminedg

In Part 1z.a:'the a&uﬂf; éa‘havg encompassed items like
_statutory control on the management Of lifé funds, principles of
w;ﬁagemamt»aﬁ 1ife funds, inveatwment in goversnmoni s@curiti&é.
corporate securities and investment in socially-oriented schomas.
In other woxds, we have @ada an appraisal of the investiment porte
folio oz.ﬁhe Corporation. Though the present study dces not
examine the LIC's role in the managewant of 1nve§&ua coupaniea
‘but in light of the importance of thle topic in rocent years, we
have cursorily examined the LIC's role as on institutionsl investor

in the investes companies. Thisz has been done €O locate the prob-
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lexus and prospects of LiC's active involvémant in the management
of public limited companies fivnanced by the Corporation. ?inally.}
an overall appraisal of investmont pattern of LIC has been made
to find out the trend and pattern of investwent.

Structure of the Diasertation

In view of thé”ebjauﬁs and scepe of the work, an attempt
hag Seen wmade to appraise the cvercll performance of the Coxpora=
tion ﬁhrcu@hvthe chaptaf&_m&ntionmﬂ as below 3=
PRt = L & MARAGEMENY OF RISK COVER -

" Businegs of the LIC

He hJVn cgncpntrataé in tbia @haptcr on pzecu:amnnr of
business ant Qitiovent usp&cﬁa xalated to risk cavar. @hpna
: aaﬁectu Havﬂ beon svsluatod in thn following mranﬁ heaéznga t
{a} p rocurenent of new ham&neﬂa. (b) reqieawiae distribut*on of
nnw busiweas {e) proaazwnqnn‘of buginess updexr firat imsuranca
(ﬁ}‘ruzal busivess ana problems of rural agency force in progure
ing tural businoss é@) ‘salary aawin@ schones ts&o). tﬁ) group

insuranca anﬁ {g) seqmentwisa caveraga of lita in:uxancm.

Iinaurange Plans aﬁa Helated mattésé-

Zn khia ﬂhayﬁ@r we have n@teﬁ saliant teauuraa (354 tﬁa

. varioua ;nauraace piaaa m&rkat&ﬁ ny ch@ LIC inaludzng Lha naw -
thruaﬁ ﬂtuﬂsm AN antanpt haa akﬁo baan mame nm evaluate maXneiing

succens of variéus p&ana in ﬁex&a of mQW'b%ﬂiﬂﬁnﬂ aﬁaurad thoth
acccxdinn ¢o sum assuz&ﬁ ﬁnd nusber of palieias). He have ala@
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foguased attention to monthe~wise variance in business proposod
and proposals convertoed into policies as it reveala a distaering
trend. The agttl&mant of claims and complaints Gogether with

lapsation mattezs also cooupy our actention in this Chapter.

Income and Outgo

4 T In this‘chaptex we have dealt with growth of the Corpora-
tion. The net income of the Corporation for esagch individual year
«hms been divided inte ﬁhﬁaaﬁmaia cotegories vigs, p;emium inoome,
investment income &nd ﬁiaéellan@suﬁ income. Theveafer, the total
eﬁtga or expenses of the Coxporation have been examined to
monitor its gfowth. The total cutyo of the Corporation for the
purpose of our study hea baen divided into three categories = (a)
benefits to policyhalders which include paysent of claims, anﬁui~
ties paymont, payment through surrenders, bonuses etc? (b} mana-
gerial supensas - comprising of paysant of commimsion to aﬁanhs.‘_
payment €O emplayess through salaries &nd other allowances and
other management expenses and {(¢) tvanafer tu different regerves
under the provisions of different sections of Life Insurance
caxgoﬁatiom Ack, 1956. Finally, after meeting the above mentioned
ﬁxganses and transfer to difforxent reeserves the net agoretion o
life fund of the Corporation has been examined to find out the
trend and vate of growth of Life funds over the period under
study. Thiz chapter has also palysed the expepses ratio of the

Corporation for this paricd.
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Life Insurance Cover s An intaroznstitutienal n-nou-aent

" In this ehupter ve hawu -aan a conpnrativo study of
LIC, Postal Life Insurance (PLI) and Untu-binkcd Insurance
_Paliey (ULIP) in respoct Of s~ '

(1) .Rﬁtu of premium ﬁd&t LIC, PLI and ULIP}

ma.;ii)' Likely amount payable on prdgatu:e.d.ﬁth'under &ic. PLI
and ULIPS . S '

(i1i) Xwpact of ;naoma-ta%ﬁaaliot oy charge téx life risksy

{iv) Bonus rates of LIC, PLI and ULID.

Part = Il t MARAGEMERT OF FUBDS

~ In this paxt of ltﬁﬁy. we have concentrated on the -

| 1n9¢at§unt portfolio of the LIC. Thc performance of the corpozi-
tion in managing &t- tnvestihla funds has becn evaluated as
undot A

nnngﬁom-nt of Life Iusurance Fund

 pizst of all, we have discussed in brief the generally
‘ ;ceépted.prineipmol and channels of investment of 1ife ingurance
funds. The gonsrally accapuna principles of investment of life
insursnce funds are - safety of capital, reasonable return on
~ investment. degree of liguidity of 1ﬁvqstneae paa divarsification
éﬂ invnléénnts. After a briat di.euslion‘ah éﬁ;le general princi-
ples of investzant, ﬁb have cancenﬁrutcd on analysing the channels

of investment like g&v.xnwene lqcuritihu. corporate securities

- ‘ ' : - gﬁﬁﬁf“‘

S
R 19,0 .
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(charel. deheatums and loans), mortgage loans. 10:;;- to

poli.cyhomers. investment in real estate, uctcnriu invutmm-.

_ etc.

| In this ehaptet wa havc 8180 dealt with the invutmnt
of ute insurance funds prier to nntiondiueion of life insu~
range buoi.nen and govemmnt eonml @n the investaent pol:lcy
of the ur.o Insurance carpention of India 1.a.. after naticna~

lisation.

ties Socializ Oticntad Schemee, . . i

| The reasons for em::atinq pcnibian ot governmnt cewi-
ties in the investment portfolios of the Lifc insurers form the
main thrust of this ‘eﬁaﬁmr.vmc'; investsments in the government
securities have besn anslyzed &s follows = composition Of govern-
" ment secuxities ~ central and state government securities,
iﬁpftoﬁd- umit’:i@m fpaéeé-‘rviu distribution of approved securie

ties, invesimna in mmwn 'gevexf‘nmnt securities at.c.»',u

the LIC, under the llnsm w t:m .acial:hti«e pnteem of
meiety of tzhe gammmt of India, bas of heo given umne
‘importance to a@cﬁﬁly-orimtwd whamu spomend by the auta
governwents. Huge amount of the. LiC's Zunds is bniaq ahmmumd
_'eo such programmes in recent years. In this ahaptuz. ve have
eﬁnuateﬁ the LIC's investment in aeeia‘).}.y-orhnt-;é whmc
dike Blﬂcc‘:tml'cﬁty. ﬁé&dny. Water &693»1;'.4 SQerage, Road transport, |
loans to ppl&cy-,haldarm, :!.pakpn to iaanu,t:ln u:;tqn; in#&ngmaﬁ
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in real estates etc.

LIC's Investment in Corporate Sector.

| LIC plays t'w.-.rf important role in m,s.umm:rhi finance v'
of Indian economy. In view Of LIC's dominating :olq‘ in the _uphcu
of 1n8ust:h). finance, we have examined its recent trends, inveat-
ment pattern and cCaplital na:kit activity ot t:hor Life Inaurance
eo:poration of India. The corporation fimances the Indian indus=

.-kEies 4n tWO ways = first it extends ﬂnmeid assistance to

public limited companies hy contribyting to tho sharzes and

. debentures of suéh m;:?aniegs directly and %ncé:xdlythr«mgh extend=
iﬁg special financilal assistance tO apeciallised financj.ﬁi inati-
. tutions like, ICBZ, IFCT. ICICI, 8FCS, SIDCS, etc. established
for ﬁ::c’viﬁiaq Einancial assistance O coapanics in the private

. sactor. Hence, We have qxaaeined' the LIC's role iu the Lodustrial

7 gimances

| aéfom invis;:iﬁé 1&. tnnds in | ﬁhe;lécr;;é:ate‘ cnto:priaeu;
the LIC has to go through a nusber of pdribﬂir:iﬂir which iav
called pxojoet. apprum. We have, th.ntou. examined the

. critoru for pxajcct: appniul 1n ganoral. and t:bou used by the

L :Lm in parucular. Lic's invumm in corpontcs sacurities
, whu bun nxmnina& :I.n the follwing htead hndinqc - (a) conpon:l-
\tion of corporate seeu:itim - (ﬂ -hams - equity and pmfar.ncﬂ.
(11} debenturess (b) zom-whe dﬁ.utzihution of corporate ucuzi-
ties, (c) stote-wise distribution of corporate securities, (d)
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‘mdnatry-wuo :!.nwm:mnt m cerpozm:e aecuritiea. {e) investment
in 'large groups' of industrial umereaunq.. (t} mvastment in
| Big’ Business Houses {according to ai.m of investment), (q) com=

position of investoent in’ lacge undnrukiugn and (h) un&mrittng
operations of the LIC.

70 begin with and for & quite a long time, LIC vas thu
_‘biqgeu imt:ltuu@nu investor in India. In z*eeani-. yeuars it has
vhaem zchgateﬂ to tha ucona poaitimn. Since t-.hc eorporatiw
holds a ta:lr:ly a .’I.a:ge interest in xany public linmea ce-paniu
it is expected t;o play 8o xole m the magemnt of the investee
‘ _Vccmpuniu. The LIC was mting as & passive shaxehomor ti.ll early
nvcmtiea. Since then r:omrat:&an has started t::king active role
- in the mn@nmnt of aelee!:ed e:amaniu as par government pouciu. *
This has gensrated a fair amount of delihemti.@m both mnide m
:oueaich Indun Parnamont. We havo, themmm. also exsminad the
prospects end problems of LiC's active participation in the manage=-
ment of investce companies, by the LIC. '

PART - III |
| ﬂm aniiatim;al Structures
In this chapter ve hw. nmdiad the erganisation and re-
orqmluuzm of the ﬁomzuﬁion. we have aluc nminad the tsnure

of ehaimn. mnaging m::ectau and Memrn ut the cuxporauw.
problens ‘::'Qlaeaﬁ to the agency force have also been taken up.

our main observations and humble suggestions ctnstitute
the concludifg part (chapter) of this study.

shEsHd



