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%NCOME OF LIC 

1 The main ingqdienta ~ LIC'a 1riao• ue a ~.-ellliwu , 

/'.'·"'·"r~~On. fro11 i1lveau.nta1 •nd llbcellaneoua .t.ncoa;::s;;;h. ~:elat:lve 
ahu:e of each o~ tbe COIIPOJl&nu of inca. !or atudy periOd -baa 

;,,,.,·".-'. '. 

been a'bown in '!table XV .:1. '!bough t:u p~:suma fo::-~a themoat 
I 

imponant it- of the total lncorae Of t.b6 LIC, i~a z-elative 

abare in Income ia on' elow and gcadual deoline• Thia decline 

in abue. however, doea not i-.ply a ~all in abaolute J*emiUII 

income. OD the. CODtl:uy, it j.a OD JriM frOJC Rth588e25 crorea, 

during_ 1975-76, tb• prelliwa inc.,_ baa abot up to the height of 

~.1,782.18 croree (1~85•86)' • trebling ot incoa. vitb averag• 

increaae in buaineae being Ra.llSl.4'7 czoorea ·pea: ann• (Tale IV.2). 

OP the ot~r hand, incosae from investment• lwi·-~~~·4 a at•a4y, 
. . ~ ... ' . 

though •lev, upwud ta:end. ~he turning point vaa li75-76 when 

·income. f.rom inveatment:a, earlier. account.iaQ tOl:' one-fi!ilb of total 

.t.neome, abowed a riae and eontribut.Qd one•loul'tb ·ahUe. In t.be 

next. yaara (197&•77 to 1980•81) iov~atment: ioco.e contrib\ltecl t:o 

the extent of one-third of tot:~ inco... fl'be~e baa oevez: bean a 

1 It includea. firat y•ar pi'..S.wu. r:eneval pnlaiurq and aiagle 
. pr:eld.wa and coma:lde:tati~n for annuitd.ea. 

, . .,· .. ~~~·:,~r-;::;:1:)'4.' ' •.;.a; !~;~'5~1~}~{:\' ~--. 

2· lt. includea in~el.'eat., d1videD4 and ~:ental. tm:OIIIt•, · 
3 It:· i. a reaidu•:r:y head of ihCome and it inc:lud••• J:egiltteration 

anct ot.hez- f•••• profit. on realiaation on ua•ta and eJCCbange 
adjuatmenta. old·outatan41ng and unclaimed claiw. and depo•it.a 
written back and refund of inc~ from iaCoae-tax authority. 
t.ranafar: of exceu money from di:fferent reaenea, like areaerve 

. foJ: loana, bad and doubtful debts. actw:ial .reaervea, .r•aerve 
. for: net uset• in· ~Jald.•tan and Bangladeab ::,and ·1nveatment 
,~eaerve account. 



Year 

"1 ~ " .. 

1975-76 
1976-77 
1977-78. 
1978-79 
1979-80 
1980-81 

1981-82 
19a2-a' 
198'-84 
19rt4-85 
1985-B6 

TA13.UB 1'1 .1 

t:ompooition Of The ~otnl. lnemne Of ~he I<~!O 

P-ram1 U!ltt Index base ln en~ e fr<!lt:l l.ndex bane ~~i~e. :tnd-eY. OHSG 

:!neom.o 1976 = 100. I.n ver.r:t~~n t 1976= 100 lnr~o\Ue 1976= 100 

0-t~ .. erore~) { ite. crcrres) fns. cr~'>ro~) 
{2) ( 5) (4} { 5.) (6} (7) 

.. ... .. ••• .. ............ ! ... .,..,_.... .. -~....., ..... Tie- .,,.,_.,..~~ 

5311.25 100 2~~~) 90 a .. :' .. ·o· .. 1(/0 1.69 100 

653.30 1'11 ·~65 "J5 .::0 •'- . 
,,, ,. (sc-

b • .,:;. 381 
709.4~ 121 ')05a09 1·53 3.09 1fi2 

774.9B 1)2 351.55 176 7.09 41fl 

875.Y/ 149 415·(19 206 7.33 4'32 
96·4 •. 00 164 492.81 246 3.60 212 

1~"'92 9-' -.J.. • v 19€1.6 553.0'3 292 0.29 17 
12.17,efll6 2(~7 604.04 342 4.59 270 

~ 

1';5?.10 2~1!} 812.62 406 5.50 :;24 
1559.:?3 265 95'0. 58 475 10.09 596 

1782..98 303 1126 .. 98 563 :31 '3'X:: • ':z; 1354 

E. i .-.+ 4~ [. I I I ·~~~~~~~~~~~~--~~~~~~~~~--~~~~--.-da~----~~--~------~----~~._ ... 
. Souree: Gompi2ed ~tr1d co~.rp.uted !r~Jru: Llr.J' fi Annu.r.J.. JU~JH)l"tts fHH:l Acf,JOtt."l.tn. 

1-4 
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Year 

1956 
1965-66 
1915-76 
1976-77 
19Tl-78 
1978-79 
1979-ao 
1980-81 
1981-~12 

1982-H, 
19B3-84 
198'4-85 

19t35-~W 

Preooi ur>~ a.s ~ 
to totn.L 
inuo~e. 

. ao.o. 
79.9 
74.4 
70.6 
69.7 
6E~.4 

67.4 
6''"' "'li . ~-\) . 

65.2 . 
63.9 
62., 
61.9 
60.6 

TABl.J~ ! 11.2 

"')~~~:"l."Jl"o~ l:,"~i' 4 Wl\1" ,..,.,,, ~n0:•JH'i: l'llf(~Q'i!~':f:1 ( "'·~· 1J""i11': t'<~~:t:'lr,;::~." '~.n) 
\i\ .. ..:w:·~-~li;..A ~,.._!~l.ti \J_,L i :J .... wt...f..J -~, ~··""'i".~J::..t!' -~!~lr .u. .ts;;;L " .. .f:~.:!'.J.~.l..~:lU~J 

.l.n.uo~e ~rrm:a 

l:nvecrtt&etl:bQ na 
%· to ~o:tal . 

19.7 
19., 
2S • .4 
28.7 
:;.#'ti: r1. v ...... 

31 r· ... , 
32.10 ,,.,"/ 
..,.4 >!). > •. :;. 
35.9 
J-7 .• 4 
717.7 
~H 3 .... ·• 

w.i seru.laneo u:~ a·,:.' 

~,; to 2o. tP..l. :i.n-1:;ome 

0.3 
().6 

0.2 
0.7 
o·.3 
0.6 
0.6, 
o.:; 

-· 
·o.2 
o., 
o.4 
1.1 

-Toto.~ !nco~e 

( a bs:;o~ ute 
f'i,ff,Ul'O) 

47.52 
224.55 
790.B4 

. 925.70 
1017.61 
11,,.62 
1297.78 
1461.29 
1675.64 
1907.39 
2173.22 
2519.99 
2941. '31 

11r1 ,.........._, 1 • · eti*n-httt P'i!IWW• a·t ..,,.. l''ra.&re::tini'n·• EiiiLiEI 1;· a -....,.,,..__ .. ,::WI.,.. _.rP·:t ---~· .,.,.>X_. """ •:s ~~.,.·----

-~oarf!a:· Compil.f~tt antl co~a]:rutr:Xl tron2- LI,c•a .J1..tauuu i'tt~j~nt't.3 nnct A~.::f.»unta. 
~ ,_. 
~ 
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LIC: Trends in com:position of income 
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decline in relative eborer it contributed 38.3% to the ~otal 

income. In absolute terms during the etudy pericx:l, income ebot. 

up IDOre than five and half ,times. t.ha aver-a9e rate of 1ncrean 

being Re.92.6l orores per annum. 

The growth in ~acellaoeous income did not ahov any tren4 

and this is undera~andablo becauae it doea not include •ny 

reouJ,ar predictable at.'ld manageable incomtJ. Ita allare in incom~t. 

barring 1985-86, waa negligible, not even 1%. , 

1.. PREMIUt><1 INCOME 

The percentage of tho p»:emiwa income to tbe total income 

waa aa bi;h •• 80% durin9 1~56. Dgrinq the first pcat-n&tionaliaa­

tion decade there wai5 hardly any c::ban~e-premium inco.r.ge ranged · 

between 82 and 79 perc~nt. It waa during the aecond 'decade that 

the procoaa of decline aet in motion. The third decade, howeve:r:, 

regietered an almoat uoiform rate of decline. ~rom 74.4% in 1975-

76, premiwn income baa come down t.l!) 60.6% in a time apan of ten 

year$. Thua the rate of decline during the study periOd, ha. been 

1% per annum. 

The income fromih& first year premiuu iss ·:t:k." baromoter 

.tor meeau:ring ·the progreae ot life inauranca business. Tho po•ition 

o:t * renf.!!w•l prenlium income• ia secondary in tbia reapect. 

Tho tir•t year pre~ium in~. in t•r.• of mon•Y• recor4ed 

a apectacular 'iJ:'OWtb during the period 1957 and 1~76. 'l'bie periOd 



l~l 

acbieved an increase of 10 time• of tbe t1rat year premium 

income. Firat yaal!" premium inco1119 vas a..lO. 31 crorea in the 

year 1957 whieh ro•e to Ra.ii.60 Ol!'O'I'es in the y•ar 1975~76.1 

Further, tbeincJ:"eaee in t.b1a CORlpOnent of income ciuring our 

period vaa 188 per cent. 

Though the Ltc•a :first year pre&\iwu ioocnue baa inoraued 

several timeft, its relati~o proportion to total income o~ the 

corporation has gone-down marginally from About 17 pg~ cent in 

the year 1975-76 to 16 per eent in the year 1985-66 ilftex- remain-

Like :fir at year p%'emiume., renewe.l premiums bave alao 

increaaed ccnaiatently from Ra.457.96 crorea (1975-76) to Ra. 

·1,331.31 c.rorea (1985-86) -an increeae by m:>re 200%. aut ita 

relative Share in premium income baa declined ~ro• 77.65~ (1975-

76) to 74.67% (1985-86}. The t:rond of fallillg ahara ia. raor:e 

diacernable aince l9&l-S2 • 

. Incorr~e tram e.ingle p:remium2 and annu1tiee3 formed a very 

inaignifie•nt amount during the ~iret fiftQen years of the n~~iona• 

li~ation. It remained en av0rave about one per cent o~ premium 

incoJUI!l. However, therf:?aftor tb~so itema have -Shown a ateacly r.l•e 
.. 

in ita proportion to totel pr~mium income over the period un~er 

1 LIC'• Anngal Reports and Accountse 
2 The single premium policy itJ that endow.IIM!nt:. policy uncter which 

the ... ~.d is required to pay the enti~o p~emium in one ina~al­
~nt at.the beginning ot the contract. 

3 Annuity ia cont::act between · ueured and inaurer which provide• a 
regular income for apecitied periOd or throughout the life of the 
~ormer for eoneideration of lump sum amount paid by the asaU#ed. 
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teV.iG~. It waa 5.22 per ceut of the total premium income in 

the year 1~75~75 and inc~eaaed to 9.2~ per cent in the year 

1gss-oe. Tbia igdicatea that single p:emium endowment policy 

And •consideration for annuities• &re getting rno~e popularity 

year .;after year. It, may be inferred here that th• ·cencee•ion 

in incomt-tax is one of . tbt'i moat important =-eaeona for thia 

develc~nt ae tb~se polioi~a are -&ken by the people from 

bi;hor income bracket. comp9eit.ion of purd-um i{lcome of the 

LIC hae be~n abown in Tabltt. IV.!. 

The personcl. savings.comc t.o the LIC in the form sf 

premium. and the Corporation tran~fo~ma them into institutional 

saviog:t (li~e ineurance savings) after meeting ii:a own, operational 

costs. The ave rag@ tr:anef'orn~atioo by LIC hu been mo~e tb•n 50% 

since ita formation ~nd the co•e!ficien~ of correlation between 

two uariable!)fl (premium income and LIC' e investment) is neuly 

pttzofoot positive ( r • 0.9 ) implying very eloee movement 

together.1 

Aa policyholders• savinga increa•e in aiu h:epreaent@d 

by the Li:fe IneuJ:ooc:e FUnd} investment port!folio i\leo grova in 

aize and so ·gJ:owa income from portfolio and it& ebar~ in total 

income. Ats ahovn in Table ~·~f tbere ie DtOre than 13% nnual growth 
} 

l aajpai. o.P •• Life Insu:r:amce Finance in India. P• ~3 .. ? 
According to Sezbiyan Committee Report (1980). P• 58 savings 
el~ment in endowment premium policies wae 55.26~ in 15 y~ar• 
policy for a permon of 40 y~ara ~nd 57.37% for a pexeon o~ 
30 years. In a 20-yeara policy saving• clement vas 46.60% ~or 
_a 40 yea~~ ola person and 49.91% ~or a.30 y0ars ol4 person. 
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LIC: Trends in Com:position of Premium income 
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' 
hq grwo almo.at: 4~ armu.,.ly. Both factoJ:• t&ke.o 'tOge~her: explain 

reaao~ behind tncre•ing shan of inveetment: . hcOCI\Ie in: tn~ 

.. 

3.; Jd.acel~oua xncome 

' ~aoeUaneoua income Of t:be Cc»:poration cona1•t• o~ .. egia­

tr:at;ioa and othefl r .... Jrefwd of illCOIIe-tax •. old claima wtauand­

ing and unal&lme4 WZ'it.ton ack,. ouhet- llllount:. wltt.en baclc. and th• 

. exchAnge adjuatbaent. due eo .~¥eviaion in the value Of tb• cwrr:encd.ea. 
. . 

The· Miecellaneoua income uo~ . only eoost.itut.ee a very aegli;S.ble 

it.o• Of the LlC'a income (uaually l••• than ~" of t:otal income) 

})ut ala.o lacJta conaiet.enay in thDCl• It ~luctuatea invariably' ana 

violently yeu tto year. 

'lbe outgo ot the uc_ conaiaca of (i) uouat paid t.o policy­

bo~dera oo. account of doa.tb claima ·or oo maturity of policd.••• (ii) 

..Oagorial expen•ea (oommleeion to •vente. management expenaea .n4 

otbe~ expanaea) aDCI (iii) uanafer to apM:ific reaetvea under 

diffezen~ aec~ion• of LIC Ae*. 

·The total outgo of -.he LlC d.tino .\956 ((J.JIODtba) waa R.a. 

31~35 CI'Uea which cona\;J..~utad about 65.3 per cent: ot the total 

inCor. tor ~he yeu. '!hie wu the bighe.at 1:.ra~io bet:veeil income 

and OUO.O• ID_ ~- tiJ:at decade of poa't•natlonal.iaation pe&'iod 

tbia ~:a~io wu bJ:ought: down to ·46.3~. A deCade l•~••• i.e •• in 
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1975-7& •. _the t:ot:al ou~go of t:hs coi:poration uounted to a..-
383•e6· crona which c:ona~itttted about 48.51· s-~: c.nt of the 

~otal· bc01110 of ~· Lte •. Thu •. <JUtting the aecond cl.eoade _of poat 
,. ' . ' ' 

nat1cna11aation period tb• o~~~o percentage ahowed a ~iaing 
I 

tZ.en4•· The &"atio of; total outgo to t.otal. ioaome •. ho•vez.o ... again 

allowed a clownvUct -l'enci,. t:bough vitm e¥r:aio annual · fluctuation•• 
' . . . . 

l)et.w~n lt75•76 and lt82•&3. Bowevea:. thia .-at.io once again 
. •:. ' -

. . .. ' . .. 

d~~:J.p~;,: l.tas~ss 1~ c•a•ed 1975-7& level.; At the-;en4 ot stu4y 

per:iGa: t:~al outgo •eowtt fo~ half 0!_ the tot:~· inc::ome (Table 

xv .4) .;' -~- ·•t:udy of aggz'egilte out;gO helpe us in- und.••t.aoditl§ . 
. -

patter.p ~f.zeaou.ee t•n•~ation but. •• tbe aum ~ncludee both 

. eX.Penaea . .,4 cepaymen.t ot aavin;a olaiMJ of t:b• pg1icyhol4ea-a. 

t'urther. tiea;O&-egatioo of _outvo t• neceeaaty ~o:r: ual.ytical 
. ' 

. ; ' . . .. 

:The- pa,_au to the policy bolder• (c;,leima by fUturity. 

c~uu: by death, annultie• ant! aw:render•) conatlt~te the ll\Oat: 
' ' . 

' • • •. • . '· .: . • '!-, 

· i~~PQrtan~ :part ot t~ outgo. DU'ing 1956• theae. pay•nte aeounted 

tor: b•l!' of thtt out.oo • .,h•~r eba~re 1D outto v•nt :upt:o 54 •• in 

t:he. · f:b•tt poat•nat.~onaliaatl<m d,aaade~ The raeu decade r:~i•tetre4 
. . ~ . . 

a :fall. au~ fsoora tme .,_ar: '•ollewiag (lt?G-77) pay•nta agga t.ook 
' . . . . . 

• :&-ia.l~tQ_look. AD increasing lite bws:i.noaa wit:h & tiq 1ag brlnga 
. l . ' ·~~;:.;· .. ' . . ' . . 

1ncrea~~~.u outgo 't.ID&tr tliia . h•ad anA ao nothi~»g ie wong· wit:b -tbu 
' . 

t~end (a·apeadie~ settlement of clalsa &leo igpr~•• alightly Ubi• 
. . ' -
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Pa~'t1Gntt:t ·~ 

po~i ·CY-holders 
':J!a"' 1'1 1'' ~ .jtll · .,.;t :n . .1gor a._ ~~=~an- ·Lrans ... erl!: to Totnl Outmo 
ae ~ J~~Up t'O< 3Jb e ai ~ll . , . . 
tntaJ.; o'atgo r~:tio to Am<;unt ;at;.? to 

a~ Rtltio to 5t {~ to·taJ. . ·. t., . . ..-.ot .. !l ... 
To"i:n.l Oti.tgo(,.\-.) ,..!) · ou !!f) (RfJ.erore} Income(1(·.) 

11" (2} (' _ ;, t.. .... • ~J <4L · {!il (~l 
• Jl 1 • ~~. * ..........,., ..... *".. .,.'f..... lC -

1956(9 months) 50.0 40., 9.1 ' :;1.,5 65.3 
1965-66 54.8 42.0 {}.E). A ?.6 v• i • .t ... ::> 46.J 
1975-76 ~1.3 46.1 2.6 :;8:5.66 48.5 
1976-77 54.6 45.0 Oo4 4'13.79 44.7 
1977-78, 55.3 41.7 5.0 469.79 46.2 
197-S-79 55.'} 42.8 1.9 518.00 45.7 
1979-eo 56.2 j6.0 7.8 596.01 45.9 
19So-81 57.7 :)6.7 5.6 637.94 4.,.7 
1991-02 57.9 ,~.9 a.2 754.4 .. , 45.0 
19H2-U3 62.4 :51.2 6 .• 4 f:J,s.a'1 4:5.9 
198:3-84 60.8 ,tt.2 9.0 1004.56 46.2 
1934-85 62.3 :;2.2 5.~· 1194.56 47.4 
19~35-06 58.:5 ~1.2 10 •. 5 1466.45 49.9 

~our:jfat Conui.l.m and not$'P.u.ted f'l."'o~ .J~l{!' ~ Ann.1l~t~ R'BrHn•·t~ 
~ - -

nnd .~(~«}t)l.m.t~. 

~ 
f\j 
~ 
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Now ve propoae to analyae the individual 1tema of t.be 

payment& to policrholdera to atudy tbe trend and their relatioa­

ah!p with the tQtel outgo. 

(A). Claiu 

' 
A lifa inaurance claim may ariae eitbe~ by matu~ity or 

the poli<:y or .by death. In the former case,. thQ ineured i• 

:a:equired to eubmit the proof of! age. if net submitted earlie:r:. 

along . with the orig~nal policy and a diacharge al1p acknawledg• 

ing ~ zec~ip~ Of t.he aum U8UZ'ed• In t.he cue ot tbe ela:i.IU 

by d@atb. the sum assured will be paid to the ~neficiaries 

after aubmiaaion of proo:f of death and the titl~. 

r.rotal claim!f paid by.tme :Lie during the.4ec:adeending 

!lat. M.a~:che 1986 and t'Qlati'Ye ch.am,J011 between claims by death 

and ela~ by maturity have been abown 'o~J.lable I,V.S. 

It ia Observed that ~he majo~ity of paymenta made ~o 

polieyboldera are ori thO maturity of policie• &nd their percen­

tage in total pay•nta to policyholders has ~thew an improvement 

· t.brou<.~bout the atucly porifbd. The percent&ge of utw:ity claima 

to total payments ~o poliC~:ybolders wme 63.4% during .1.975-76 ': 

Which roa~ to 69.4% in the year liJ65-86. '!'his weleomct trend ia 

. cnderatandable ·in view of .tnot"eaaing longivi~Y.. On thet other 
'. 

bao~, paymen.ts tovarda death claim$ baa ehown a aeclining trend. 

Benofit$·paid under death claims have aecreaeea by 25 pftr cent 

(from 19.~ in 19?5-76 to 14.9% in 1985-06) during the pe:iod 
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W ... -· - ••. "F .... WI -
·Annu:tty 
oln1ms a 

"'' ~ aa t:J '*o 
t~tal. 

. l}SjtttHUltS 

(5) 

r.url!"end e:r 
nnvmants af!" ~ to 
total pay­
tuents .. 

(6) 
....,..., 1R lii!Mil I ........ 1 ----------·-· -·-·---·--·-·-·-·-lPII-·--·-·1 _..,.,._, ....... 'C;: ...... I irl illl:eArillli~lW ..... r.a·li bt'B!IRP 

1975-76 19.2 6~.4 82.6 •1 2 ·• 16.1 

1976-77 19~0 57.7 76.7 1.2 22.0 

1977-78 18.6 61.0 79.6 .1.2 19.2 

1978-79 19.2 6Jq8 f:l'5.0 1., 17.4 

1979.ao 19.6 64.9 84.5 1., 14.3 

1980-.81 Ul."'l 66.7 05.4 1.4 1'3.4 

19H1-R2 18.2 67.1 as.:s 1.3} 1,., 
1992-6, 16.5 67.0 8'3.5 1.5 15.0 

199,_~"'4 16.2 66.5 04.7 1.6 1,.1 

1984-€~5 15.0 7C1.B 05.8 1.1 12.5 

19€!,-86 14.9 69.4 94., 1.9 1S.2 

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

C'OWJH~ted f'~Ot:Ol· Jjl'(} t B Annual 

Repo.rtr~ ~Jad ltuoounts. 
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under revie-w. 

The g~owirig- importance of maturity clilit:G&J can &lao be 

viewed differently. ln 1975•16, maturity c:laiu vet:e 3.3 timea 

of the d.eat:.h cl.aima whe1:"ea.a the•e rcae ana r•ached to 4.7 tiae• 

in 1985-86. A riain; i:rend in ~~&turi.ty claims ~(Sc.:ilititee early 

.. ' el'iimt diepoeal becau•a both the policy-holdere and Lit:: '\ititici­

pate and accordingly prepare for tbo.claim •ettlement. 

(D) Annuities 
-- llll~ 

The Pi'Ymenta to policyholders tbro!J9b annuitiea conatitute 

& very insignificant ~roentage of th@ total payments ~ to 

policyholder a. 'l'bio item of outgo n0ver eroaud even 2 per cent 

of tha total payments to polieyholdera. In apite of the t!aot. 

ttJ.at the a~unt of pay_ment increased uout 6 t.imea duJ:ing the 
.·. 

p~r.iode yet it remained e.n in•ignificant HQMftDt ot p.~.ym.tnta to 

policyholders. Tbie indicatea that tbe annuity acbo~ b .. not 

b$en populari•ed among tba .in•tu:able popula.t~one u it ehould be. 

(C) su:rrende-ra 

In caae the .. s~ed doea not want or ia un&bl~ to QOotinue 

the policy for an agreed period of· time, he can voluntarily 

asurrender hia xight,t.itle and interetitJ(t.tnclGr the policy. In . ,~~ ' 

:-eturo, the inau:r:er paya to the uai.U'ed certain proportion ot 

premiums received t.ill t.be date of aurrender. The amount payable 

!• called the surr~nder value of policy. 



The trend in pa~nt of surr@nder valu~, indicates· 

that although the ~10unt: o.f payli~n1t in tiboolut0 tel:m$ ha• 

increaaed tbree•f'olaa froin as .31.75 ororea i1·1 the ye~ 1975•76 

t:o as.ll6.84 croft& during l~as-ae, it.a percentage to totAl · 

pilym.tnta to polic:th(Jlder• abowed a declining t:.rench. The per­

cent:a~e of sw:r~ulclcra payment to t.otul pay.za~n1ta to the policy 

holders CalM down from l6•l3 per c:t~!!lt in the ~,.ear 197S-76 t;o 

13.11 p.rcent in the year ~985-86 ~However, thia pe~centage 

w~• abnorwelly high during 1!176-77 A.fld. 1977-7tl Clll1ming as 
. - . . 

much ae 22.01 ~r Cf:nt and l.SJ.l6 per cont :re~pectivsly of the 

total payments to policyholders). 

business ia il'ldica1;:ive of poor quali-ty 0~ bualneaa. rl'be perfor­

mance of the Co:t'porat.ion on this !'oont;. seems to. :be eat1•f'actoey 

.· aince the percenta~ ot aurrend•r• ia de-clining year efter year. 

~bia is a very l1ealthy sign f'o~ .lif'e inaur!Mice buaine•n as 6i 

.. p~licy holder h.ws ··n<:.Tt. tc forsfiio protection· ·cover t·or. uilfot·ose&n 

circumnt4nc~~a. nut tht!!te ia hardly a....,y scope ·:for compleconey aa 

·the· eurrendo~ rate .in ,thls cout)t:ry ia · still very high :i-n eompart­

•on to w~atern li~e inauranc•• 

In l.ife _inaui:ance maoagttment cost includes coat. of procur­

in~, maintaining and operatin'J hu.eineea. ~t, t.hLu~ •. compri3os of 

tt~ coat of field organisation and of the office or9.anioation. 

The LIC has apent R•.456.90 crorea in the yea~ 1985-86 out of ita 
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secGnd biggest it.em of outflew, next only to payQenta to . 

· poli~holaera. As a porcent&ge of tbia item claime a ebar& of 

25.6%. a..T1d !n thie roapgct thfe L:tC baa not J\Qade muo!) differenc8• 

during its thirty yoars of ttxiatc;,nce aa in 1958 it ~;pent 29.~ 

of its incotne- on man&g~m~nt.. cost. Puring the intervening years 

th•r@ h~v~ l'..l~Htn vu::lationa : the high~•t. ratio w.m.• in 1975-76 

!\~ .29.7%. ~nd the 10\<~eat at 21.~ in 1982-83 (Table IV.'1). It. 
' • ' I , I 

will thus be IJ8@ti .·that th(J LIC ie apending a. big chunk of ita 

income on man.ngenmn<: and l&V<Pl of t'.fQduction ia below expec:tation. 

-
Eap;.n.111e~ of lfii!l1ttgew.ent l!!re dit'~tly related to pr~miun'IS. 

'z.ber,) lower they are ~o.he l~~a.~r will be the premium obar~a'bl• to 

policyholder~. ir.ti.gh expttnsea are~~ t",.herefore, a ce.u$e oj! concern. 

It ie thi$ concern which eauaed GOvernment of Indi~. as ea~ly ea 

JuJ.y 1961. to aet • Gommitte~ ot Enquiry to look into th~ expen• 

eea of the Lic.1 

/ 

This higb item o£ o~~nditur• ia necessary for procuring 

naw bua.in~ss. 't'he oxpencU.tura unc!c;r: this head ia directly· linked 

-------------------·---------·----------------·~--~~-----·-·-·----~ft·~----------
1 Tbu~ runs tha rasolutien appOinting the committee •expense• 

of managoment of the Life Inaurance corporation of lndia have 
b(wn high~ p•rticularly &-Qcent.ly. In view of the f'aet th•t 
M:cmomy iu unageiMnt i& of utMOi&t imponamce · io life ineuranee 
a1·u1 goverm.U$n·t. have decided to CO!)stitute a coouaitt:ee to 
investi\;at.e this que•tion in all ita .. pecta and auggeat mea­
•ur~s ~or aebieving eoopomy.N 



Year 

( 1} -1975-76 
1976-77 
1977-73 
1973•19 
1979-80 
19SC-81 
1981-92 
1ss2-a;s 
198'-84 
1994-r):) 

19~J5-B6 

T'JGi!~E IV .6 

NilliB'!;;Jt: 01>"' :~1¥-D?LOYJ~R~ .!thtn ~H1lrrn l~oLnU~!i':.S 

' 

• Cl.aes I Officers t Deval.optlle.n.t Otfieers' fi1a}H~:t'".r.i·$oey & Ol.er.i.onl Bubordin.&·te staff 
tlc::tA"' cot 1'aw..,_.,., .... • ,.ll:mttth••«li 1 c·'f!l r tD17l:~,.y··· treSitt••t•' 1 f.filWI:.H&!.r "I 1 ...,.... •••~ :t»48 

' strength • 1; 2hell'e • ~lt~@ll..l.gth • ,-;~ .~hnl!'e ' .Stfd!'t ' ,:. share id Str~nfflth ' ,:, nhare 
• ' in gl'()fiis: ' ' in groos ' stl"e:nt.s'tb ' gro:as ' " in ~rose 
t • ' salary t • ~tlary ' t Sfl.la:ry: ' f. s.al ari ee 
, { 2) , {:; ) , ( 4) •. '( 5) · · • ( 6 ) .. { 7 J , ( n ) " ( 9) 

4.216 1'3.99 7·.689 1l!' 60 ,, .. 
4~096 ' 1).63. 7.556 15.92 
4,221 14.o6: 7,102 15 •. ~~'7 
·4.223 14.7?:1 6.,9:;1· 16.94 
~h251 14.11 6,.732 14.45 
4.4orr 14.6) 6,'382 1:;.!f2 
4,.934 ,,. .,.,. 

::>.GU 6,2H1 13.00 
So207 14o48 6, '180 11.;6, 

5,790 14.90' 6,.649 10.59. 
6,190 16 •. 15 7 #(147 11.16 

6,693 19 .7·3 H·.076 .9'e79, 

~our. co: Li <P s Jtnnu.Hl.. ~t~:zport:' an.t1 A t.'H~Ull. ts. 

37 -6,. '. •·) •:I 6:5 ... 1:J. 
%.,719 6.:; • .s:~ 
36.522 63.:69 
%,220 6·1.a2 
.. ~ .. 3~Je} . .o~b• '-·;., 64.65 
'1:1'6 7'"'5 .7 tl , 64.70 

. 37,5'3C> 6.4.57 
4o., 169· 67.35 
40,173 67.19 
4:1, 56., 66.01 
43p269 6'3.71 

a. 1·28 

7.997 
7.~72 

'7,547 
7,757 
1 19"' I ~v 

7,972 
8,128 

7,82'3 
a.1"'17 
~1 4"""t~ •• , ::r. 

'1.28 
6.92 
6.78 
6.,6 
6.79 
6.75 
6.2j 

· 6.~n 
7.24 

6.57 
6.77 

~ 
CtJ 
N 



Yenr 

( 1) 

•• :pcpt;; 111" ;QlJl.,. 

1975-76 

1976-77 

197?-78 

1976-79 

1979-80 

190fJ-B1 

1981-82 

19n2-e' 
198,~04 

1SHt>4-8·5 

1985-86 

~ABLE IV.? 

:Zo't!'ill f,1. to f)' >'· to fi to 
An1ount totn.l total. premium 
( ifie.o~rerti) ou:tgo Inaom9 I:n~orn~ 

(2) 
:•rs·•:~Mt• I aa 

176.77 

186.11 

196ca08 

221 •. 8.9 

214.67 

2:5:>.aa 

295.4~~ 

261.'59 

-,c),.11 

)S4.8J 

456.90 

(3} (4} (·5) 
4 ai _,.__.. if4WOCR . ' ... M' 

46.1 22:., 29.7 

45.0 20.1 28.5 

41.7 19., 27.6 

42.8 19a6 28.6. 

% ,...,. .v 16.6 24.5 

36.7 :16.0 24.2 

,,.9 15.2 2:5.4 

31.2 1,., 21.; 

:;o.2 14.0 22.4 

32.2 15 • ., 24.7 

)1.2 '15 t:.:' •·:1 25o6 

Cotn}Jil.®l n:nd. ao~pu.ted. f~tm 

JU'O' ~ Jumual. Repol"'t~ f.i.nd 

t:aa· 

!teJnewal. a~­
lHtnee rntio 

(6) 

18.1 

14.9 

1'3.0 

12.6 

11.7 

9112 

11a2 

1).9 
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aa pe:r:c:enta9e to sum assured and, there·fore. there ia harcUy 

·any •cope for Gconomy under thi~ h~ad. The alight Vllriationa 

·(Table IV.S) in the percentegea are result of compo•itional 

changfl!! in policiea'sold with the Varying c~iaslon :r:atea. 

· · Di&Jcontinuanae of old plana and iil~rodue~·io~·:;of new plana baa 

also caused theeel~:minor fluetuationa. The ·commiaaion differen-
. : .. ;,: ~ . 

''.~ . 

tial in case of qualified agents also leads to per~entage· 

variation. 

The t!-Xpendi ture under this head ia the mo.et import ani: 

· eorr;ponent of managerial e'tpenses, &t the Gail?$ tin~ it is &lao 

least amenable it~m tQ control. Nc ooubt increasing coat o~ 

1'.~ Ning :forces LIC t.o yield higher emolument• to organiae4 and 

strong Gtaff union capable of e:r:m twisting. But thia doee not 

-~~lain the whole story. Though mechanisation ha0 crept into 

the LIC in a big way and unions ~e crying bo&ree against it on 

employment consideration, at every level of etaff(exceptin<; 
t\i\40-.... .;_ "'-<>-S 'x> e. e."" 

:nev"'lopmQnt Officers till 1'#82-SJ),.a&lition to the cadre toree 

since 1979-80 as shown bQlow : 

Year 

1979-BO 
1980-Bl. 

1981-82 

·l9S2-S3 

Cl&SB I. 
officer a 

. ~· .66 

+5.55 

+9.96 
+!h53 

o.o.•a 

-2.87 

-s.ao 
-l.SS 
-1.61 

Supervisory Subordinate 
& clerical atat~ 

staff 
0.47 2.78 
o.ol. o.43 
2.05 2.28 
7.03 1.96 
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Year Class I D.o. • a superviaory Subordinate 
officers ~- clerical stilff 

etaff 

1983-84 +11.20 + 7.59 C.fJ2 -3.75 
'1984-85 

.,. 
+ 6.91 + 5.99 3.45 4.53 

1965-86. + 8.13 +14.60 4.lo 3.·19. 

Staff iidded 
d.uring stUdy 
period 
(1975-76 to 
1985-8_6): ~.475 387 590~ '.310 

Percentage 
growth 1 -; 

dyring l +.58.68 ·+ 5.03 +lS.ao +3.81 study I 
period I 

The.increa~e in WO:t;kforc'r· ii!J a <.fOod indicator to absence 

. Qf propeJi staff planning. . The:r::e is an unmista}ten sign of growing 
']• 

top heavy.o~ganisat~pnJ the largest ataff grcwth hae taken place 

at class I level. 

Beside.e, increased workt'orce, rising trend·in emolumenta 

has also its role in raising the level of expenses. In an infla­

tion ridden economy LIC :.has a very limited role in controlling 
" 

wage billo But, here, militant trade unionism is more effective 

and even with the state aupport LIC haa not ~ucceeded in arrest­

ing wage bill riae at a level prevailing in other areas of 

organised trade a11d indust_ry ~ . . . 

(C) Other EXE!DSGS 

Besides ealariee ta employees and cGmmi8.sion to ·agents 

the corporation bas to incur a varie~y of other expenses in day 



-. ,_ . ., 
·Year 

(1) 

197$-76 

1976-7~1 

'19'7"1~78 

197Bou79 

1979-ao 

19Bn-B1 

19S1G'82 
' 

.19~J2-a' 

198,.94 

19B4-H5 

19n>a6 

. ':·. 

(Jo~~f.li mBiQtl 
eta. ~o 
Ac;autfJ~; 

{2) 

B.96 

a.'J"f 

a •. 57 

7.8, 

8.21 

a.o1 
7.81 

n.4, 
7.54 

7.52 

a.?.6 

,.-~.-..-R A e.• 
~~.,-arl,Sf.'l .... --:;.a• 
to etnJ)loye~a 

17.42 

1~·~55 

15.10 

14.65 

1:;"64 

1'5.55. 

12.n1· 

11.6El: 

11.54 

14~05 

1"\lt "'~2 )leo • 

(4) 

2.68-

'2.76 

3.5_4 

136 
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·9 ' tto day operation of bua:lnaaa. OtheJ: erpen••• of. the COJ:pOI"ation 

• ',,, . ,, I ,-~ • •• 

have ri•n· from Ra.4.35 ot:O~ea1 iD 1957 to a...63 .. 12 CJ!'Oree in 

~ year 1984•85' a a:-ecord. inca:e .. e of about f'i.tt•n ti••. in 

30 yeara. It vent: 1nto •teu• :for tbe firet ~imct in 13 V•Ka 

of -the uc•a exiat.enc:e wt the figur• ahang•d t.o •t.weni:iea• l.a 
. . . ' ~. 

a litt:le •re t:haa half of period to wuch •cene• (i.e. 7 ~eua). 

An4 juat att•r th• explsy fd next;·· tbree Y.••• otbe~: · expana.ta 

ba4 croa .. d the limit o~ a..3Q. c¥ozea. The_ proportion of otb•~ 
i . 

expen••• 't;C) total. ~~.rial -·xpfto-. X'e<:O¥'ded •. _.'Very vida 

fl~ctiiatlona dul:'io; the periOd unaa~: review• The analyaia ~f 
' . 

percentage o:f 'othor expeoaea• to tot.al expen.e~· glvea the 

J.ia,pZ..e•~f.oo that- the ahawe ot' • ot:b•r ~•••• .b .. •~ •r:e 

r•pldly -~ · aala~lea & c:o~~mi•a1on et!c 4ur:1ng i:bl, l .. t lev yeua. 
. . - . 

S'bia devftlopment de•ewee epeaial attention of LIC to initiate 
' ~ ' ' ' . r . : ' 

a pnirent~ve ebeek•·- In abaenee of a naaODable bna. up no 
' '. \'' ·. . ' . -

f~h•r ~~o1wtiODal eM l::e drawn· at: tibia •tav•• · 

T!Mt LIC, it appea~a, loold to~ pr:oDla in a di.ff•&"en~ 

way. AceorcUOg t:o it. •NoJ:&lally. fOJ: mon o! the busineu OJVtmi;.. 

eationa. tha ratio ot the expeo••• incur-ted with certain ad~ua~· 

. fleota. like outatandic; or prepaid expea••• to t:be total ioeo.e · 
- -

abould ••we .. • goocl index of t- Honomy o~ · manattunent. 'fbi• 

ie known aa ovearall expep•• r:atio. Butin Uf• io~wruce. t:be 

1· Mie.bl!'a & au.. x:o_~s.u _JOw:nal of 'lllfler:ce. vol.x.KXV~ll. Pan a 
No.1~. Jul.y•sept 1985, P• 85. . · 

-;:::::--- ' . . - . . 

I • 

I. 
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expen••• ue of two trpe•J tho .. inourared for t:he development: 

ot new bu.f.neas ard tboae t·o~r admioi•ti"ati-on o~ exiating 

bu•in•••• Marketinq lif• inau:r&JK» DMda a good deal Of •pacs. 
workt o vaat: aalea tore• ua to contacc • large numiHtr of 

pz-O»pecta, l>y uode¥tuing extenaiv• t:oura, where neceaauy. 

Pr:oceaaino of n.w· propoaal.a in the office, prepara~ion and 

· i•sue of pol.icie• with aiiDUltueoue cenaiD long-tezr• policy 

recoi:U for eenicino aid•• all tbe ... a-e•W.t: in lu:~r expenHii 

in th~ firat: . year. A et.araight . ~-·~d. : ~X"ieaon ·Of , tbtl' . ove.-a11 
. . 

• : n !J · ,' · • · · •! · : 
1 

. • '/ • ) , \ , • : \ , • ~ I ; ' { , ' , ;_ , • • t) . -~· , . •' . :: ' : 

eJCPttnaea ~atio· ay put an office, aild.~ at acbi•v-ing lar~e 
' .. ' ' . ' 

scale expanaion of buaiceu (a ditairable voal.) ia poor 11Qht.. 
•. 

1 
, •• : • 'I~ ~ • , } , _' ,• , ! , . , . ~ . : • , ·' . : , •,: . . , ', . • r , , ': ' • ~ ,• : : { J • I • ', ' > 

'l'ber:efo.-e, • reuewal e'xpenaa a:ati.o• vbicb 1• calculated af~et: 
··.~ { .' (, ,. . ., 1' e- l'"• i l '_' I I. ' 

.Uiog IIIOdific:ation for 'the development expenaea Cor the portion 
, . ' ' ' ~--. ' ' ' '• 

•· ·I •• . I' • . '·' 'j ' '•' ' I ' ,· ·, 

of· the ~trat: yeu• • preldwa collected (ect1lrial PX'OVi•ion .ta 
:· ·1' j ·,: ' ,.' ·, ' ' ' ', ' \ ' ' '!I ' ; ' 'I ' 

· itade ·tOr auch expen••• in pz-dlium calculation alao) u genezoall¥· 

~ptecS •• a yazod . •tick of ~onomi~ aumage~nt of ·~ ~if~ oftiee•1 
~- •' ' . 

' ' 

the corpoJration concluclea, •on the whole t.he LIC'• per~o~e 

:la co.emtal'tle i:f ·one keepa io· ~d ita effone in e21.-pandin9 

ita operation into xu~ are•• which· z:•a~~ulu in coat·pusb.•2 

' we.· hov•v•r •. blw . to differ and 80 doe•' Z'eaeUcher: cOiawal­

··~y. ·aut f()z:' eonat-..a1ot• ot ·apaae lt ia poaaib~' to 'deml.t.h th:La 

Dt•placed cOnfidence. 'lb. KOX'axka COIMli~tM Repox~ ud a~ra ·seahi.• 

yan :cooBl~t-. ttepoi:~ -~ well . kdewn. pUblie doeu!aenta . on zoecoJ:d 

1 'l'ovarda . a secure Puture, Lire. Inaurance CorpQration .of! :India • 
. September, li86, PP• 25•26. · · 

2. :u·Jic1'. P• 26. '·· · · 



refuting tbi• l.ltg olais. ben two decade• ago .A.a.c. had tbe 

following to ft~DU'k in· thie -cODD.Otion •t.be p~:•vailing level 

ot •xpen••• aa .at.' a. •ch higher: ··l.vel 'than wan-anted. ana 
I 

~re4uetion of ·eMpflna•• ia a auat if li~• io•uranee ha• to 
'. ' 

aunive ,and itbrive in this Cow1t¥V..l:. Though. much vat:•~: bae .: 
1 I 

tlown c:Jowi, the Gange•• t.he .cenario baa no~ cban9ed with the : 

£lc. It its au:vivtn;. Whether it: i•· tm:ivino 1a u open I 

queatloa. , 

' . . . . 

c·a) :!l:anafer to §ac:iel, ae .. :Y...t.!. 

'l'~anafer to a~id nnnea repreM.nt the .la•t item 

of the utilisat::i..on of !naoma. ~• t~:anatere are genar:ally made 
I • ' . 

to capital reserve, ge.ner:&l ~•••rv•• contiagenciea reserve. 

~reaerv• for loana and mont.agea. r•••rv• for inveat~nta. 
.. . 

~eaerve for houae p~rty ~d tranaf'•r under Section 28 of the 
' . . . . 

Lie ACt. 1956. ftelld in t:be .-unt of tr4Dafer• to different 

rea.-vea .S.ndioatea that thece bu beeD a phenOJJend growth 
. ·. ' '. . ' 

in it• aount: d~ing tbe pet:iOIS \lDder nvi•w. -rz-anatera t:o 

:Z:•.•erve I'Cag'iater•d a incnaa•· of mo~:e ·tbQ 11 tlDea betw"n 

MU'cb 1176 to Maa:c:h ltaG. ·the "r:cent•g• of renrvea · torated 

abwt 2.6 and 1.3 per .cent. or tbe total, outgo and total incoile · 

napectlvely aa on 3).at MUCh 1176 wbieh wet upto 10.5 and 

5.2.per cent! ••' on 31st:. MUch, l.i86. The g~b in the al.ountt 
d r:•••ne• · baa lJnn •a:e zoapid ance ·the beginning 0!' • •iobtti••· • 

• • - l • 

1 R•P'~ ~ tbe Working Group on Life Itu;uranca coa:poa:at:ion, 
· ·A.R.c., op.ett. •• vol.l octobeJ:, ltea. p~ 73. 
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•2 It ia woJ:th Motioning hezoe that 5% o~ valuation au:plu ta 

t:o be tJtao•f'er:red t.~ cent~:ill 99Y•:r:nq.tent .very alt:ena~• . year -
,' ,• :, •' I ' ' •' I . 

under t.be p:rcviaiona of ·sec~ion 2~ of tu .Lie .ACt. ~956 .• '.rhia 
l • ' '. ' I ' ' •' ' ' ' ' . '• ' •· , 

forms tb• ~arge•t; :ltteu of_ reaezv••· 'l' .. a•f•r• to: •pecial. 

renrvu for the _yea&-a 19'11•76 t:o 118~~86 have C..n . abown io 
. ·'' • • 1 ' • • - . • ' 

7able xv.t. 

'lhe gov•rnment of India :1.•_ the eol• abuebolder: of ~ 

! LIC J)y cont:ri'buUo~ a.. 5/• Ot'O~:e• towarc:Ja ita ahue capital. 

· ~• per:_ 'the ·pmia.lona''~ Life lnaurance col:Poration ·;of'':tnCU.a,·A-c.~, 
. ' , '. .. ·, I . •· 

. . . . \ . 

Government of I.ndia .,.I:V . .a].temate y.-.. aix actw:ial valua• 
• I, ". ' • 

. ~io .. ~a hAv.t: taken place between t.he per:iN 1975 an4 1985. Tb• 
•, • '' • . ' G . . •. 'J' ·. ' ·. • . . ' ' t ·• '\ • ,·. • •• 

l·~~e _ 9~ _the cent&'.-1. oovanment out. of the aw:pluaee .,_tween 
. . . . ' . . : . ' ' ' . -~ . . . . . . ·.. . . ' . . -~-

·. lt1S an4 1985 ie given in 'fal:ale 1v.10. 
' i I : ,· ' ' ' .' •'' - • ' ' ·.' •• 11 .·'' 

•' '· ' 

' 

\ 

: . 

crore• to tbe aovemmen~ ot .India by tle e:ad o( Dec~mbet. _ .1985 

· on: the eaid na.5/• m::<>a-•• ,abm oapi~al.sinoe .197~" the &IIGunt . 

ao pAd baD alvqa beeo ~· aa.S/~ crorea level.._ J;n 1985. 
' . . ' - . . ..... \ - . '; --

. dane.-~he C~tntral. government: ~-eiVod NO&'e _.than Ra.52. :~&"OJrea 

: ••· ntt.Urft,.Wi:be amount equal to 5,_ o~_ ~--- val.u~~~cm auplwa 

~eveal.ed durin; tllat year. zn· o~er: _wo~8. ~~. ca~e of_ .:r:et.nn 

on cent~t~- gover~nt•• ,.J.n~•tment: .vaa • bigb u _105h for 
' l , , I '' 

two_ yea:e _(or -527~- fo~ one. y~) •. 'l'his Ria •omet:hing :tan~utic 
. ' ' . ' ' . 

" . 



1'4.1 

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

(1) 

Ratto to 
T()tal outgo 

( Hs.Qro.re~) (~:; 

(2) 

Rntio to 
r.i'otal l:nool!'le 
(,1,) 

( 4~) 

------------------------------------------------------·----
1975.-76 

1976-77 

197'"/-78 

1~)78-79 

'1979-80 

19BO-~J1 

·19H2-8l 

198'3-H4 

1984-85 

1985-86 

1<1o05 ·2.6 

1.55 Oa4 

1,.99 :;.o 

9.71 1.9 0..4 

46.34 7.B 

)6 •. 15 5.6 

'62.48 a.2 
~, B-:1 .!) • 6.4 2.8 

90.71 9.0 . •i-.1 

65.93 5.5 

1s:;.99 10.5 

I - r •••• F:t4 
a J 1 tr • -.· r • ...-~---··----·---"'-
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Stn'te~~nlt ChOWiZ~f:r 5,~ vniuntion ~urp~ue 

l11airl ~ro 1.'he Oen tral C·ov~:rTJmon t .Uy The 

Lio. 

A.nnual. Ru.te of 
Oll f::fhal .. O 

cnpi tel cf (Ro.5 
oro r-es} o; ) 

(' 1 -~ 
~~~11ai»4-~ 

__________________ ._<l~l~·~-----·----
tW:P';f~ 

.. J. 2) . -- s;o;wtUaa•r 
r "'· ' *" • 

.~i\Hrch :51, 1975 9.07 

Mo. rob l1~ 1978 12.69 126.90 

M~~reh ,1. 1980 1''' t)tt •. J. .) 

?ln~·<Sh :5·1. 19H2 26.10 

1\f.~:~reh 3'' J 19H4 ';9.16 

r,z.a.rch 31, 1986 5'2o75 $27.50 

108.91 

Upto 1996 
-~-11':"·....,..;~...,•••·• .....,,_. .. ,.,. M t.l *"" ''i«'i'viiOIIIit.i¥"('t~-..·:r• .....,..HCt -r·t.rl1old• z .... .._.._.......,.. 

~ou.r<.;O~ {i} .W:C' rn AI1nu~ ·)~ports a.n.t1 Aocou..-qto 

{ ii) Val.uation :R:f'.p~:rts of' the 1~:ro: · 
• 
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and abnormal whtl!n compared to tb~ periormanc:~ o~ 201 pUblic 

enterpr.ia61a with aa.29,896 c:rorea ot c!Qpital ellployed_aa on 

31-3-1984 give a divid•nd of ns.lal ctorea wtly vbieh .-ant 

a return o~ 0.4~% -only.ul e•rhapa that ia why it. bu been.· 

auggeat~ .by4lt~er•nt eommi~t .. a to reduce the percentage of 

a~lus valuation payable ~o the governwont. 2 

Li:te Fund 

TM lite iru,ura.m.:e··~und i• the_ aec~l&tion of· previoua 

exce•fJ ot: actual t.otal ineome over the actual total expenditur* 

in re•P9Ct ot tb• .. life ina~anct!! 'buairie•a • l t ia t111ovn u the 

credit. balance of th~ Revenu• Acaount of lifo . i:n~nu:ttmee · c~any 

f()r tbe period ending at 'f:hat: date. LittrJ In:nu:ance Rovenua 

aocouot begine vit:h, a credit balanco brought forward from the 

p~~vioua periOd and. is or@dit0d ~ith all iDComes including 

pl'elDiuma, inter•at.- divi&!nds,. fne etc and is debited with all 

expenditure and paymenta like policy clai~. aanuitiea •. aurr$ader 
; . 

values, una~ment t!>xpen•ea etc. Th• balance Of th~ t.wo aidee 
' ' . ' . 

LIC at:trac~• ~raonal ·aaviogs of qJ.lion.s of peopl• in 

India and abroad in the form of preadura. After liiOot..ing th& · 
•I 

el.airu ane other expecjE~s~~., too corpor&tion, accwaul.ates- a hu~· 

amount of nat ~avin;s every y•ar. There ~e m.inly thr.a ~tboda 

1 Sttzh.i.yan, Era, tlC' a Role in ~•tional ~:OO!l'.!y, The F~conomic r, Q! . 
. Timea, New D~lhr,-W.y 2f)~s-.---p-;-o-.\/~ 

2 see Report o~ th@ working Group en Life InEurance AdMin.t.atra• 
t;ion, A.R.c. op.cit. vol.I October" 1968, P• 201. Aleo refer to 
the Report of the coamit:t8e to Rovi~v tbe WO:Brking of L:XC, 
september, 1980, PP• 132•33. 
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.. 
of computing premiums viz~. b~8e~nt:· plan, tJotural plan, 

and Level Premium plan. Tbe LIC :follows Leve.l Pr~Jmiu."n plan 
. . . . . 

Under. LO\'el Pz:em:i.um plan, . tctlll· ·premiums payable· are 

divided by· tha n~J:> of yeora over wbieb a policyholder 

~gr:ees t.o pay the p:r:~mium!J• Sencee the premium i2't .l\J.vayu even 

thrOugh the period of policy .• , ~The . insuraooe co.mp&Jlie~ . charge 
1/ • . ·,. • . ', 

greater ar.tQimt·\ '·,by.-~ay .. ~r. pl.-emi.~ du,;ing-.t~e .. e~riy y~ars of 

... ., ~it~y thM ic :-e'auy ~ee~at:iftey . :fa'tom the 1n~tn:&aw1 : Tha ~~-• 
........ '. 

;· r ··• ·,, • 1 , . - . 

. P.Yment in~olved in this is .reaerv~d. !or usa in urt~.litS· eoaca 

' in . the _latt.~r years when the .premiU!'l18 . are ineufficign·t f'or tr~ 
, ' . . . . , , . , •. .' r .~. . , • • , ' , , . ~ • , , , 

· . Pl,lrpt.)&e9 '?hie . exeea• . amout)t &.CcumUlatee whtcnia· called. tb.-
: . • •· . . : ; ,· •. .• ' '::· •• : . !.< • • ' • • •' 

. • ' • '1,' 

·.Life In•ur~ce Fund. • . , . 
'•,":' . . . ~- ' . 

· , , . In· .. view .of -:"tu .c.ontiQu~~- ~lqj)ac~i6n :of. it• •inees.t' a 

• 

0 

llfe insur~ce CO~pAny will 'h«lVe' M ~Ver inckoa.sinQ' Lit~ ~ . 
~ ' ' . . . . • - . . . . . i . . 

... at its c~. Thia ·fund · 0~t be k,pt' i~~t &:id ~lowed .to 

. :',',·,·._ .... · . ·_: : .. :· .. : ... ·. ·.: ., .'·_:· .. >: ",· . I · ... , .. , · .. ,. . . 
iDC~~- 'at COID1}9UDdll:flt.G. of int~reat~" 

:-__;. '!: .. . ,, , . . ... : 1.' ..... ·, ·:. :··· r .· 
! .. ' ·. . ·.1 

'l'btas the Life Furia at .. the · ~oama.nd of th9 LI.c is tba 
' . • li .,, 

exceaa of aecuOOJlated :lnc~~nes c:.Wer out·~· 'Th~ income• con5iae 

of ~~om!~,. divi&itnlb • lnt~l:e:at ~ .. )!G~lt etC . ~.tho ·. e:qlGUditUre 

or outgo.'cQnSi&ting ·of ai.a1ms pt\Y~nt&,· eutrender valu~s~ .. imoui-
. ' ~ 

. tiez;~ . r.moag~ri~' e~nJlSE!Bi aoo ·contribution to special Z:Ei!sQ&"Ves .• 



/ 

( 1) 

197~76 

1976-'r'l 

19T'l ..... 7D 

1978-79 

19'79-80 

19sa-a1 

1981-82 

1982-1:!3 

~98;}-:34 

1984-35 

1985 ... 86 

1986-87 

:t~; tu.l .JAfe (':; in~rer.t~O 

P~ua o:vor p.lf'tl't.':l­

(fif>:J. t:.n:•o!:'es) o1.u:: yen.l'i) 

{2) 

3440.97 ,,.4·2 
:;952<&88 14.f)f] 

4500.70 1J"'B6 

5116-.32 1:31.66 

581~1.09 131.72 

66411144; 14.,15 

... ,!!6~ .~ 1 ,; .-!;.e(l 13.87 

86-)1.72 1 ~~.14 

9€WO.'SB 1,.54 

11,191.09 14u19 

12.665.95 1:3.10 

14.502.2(). 14 ... 50 
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nate ot 
i.rito:rest 
:t•eal.i ned 

on tna~n 
life !u:ntt 
( r~r~:.Ss--,J 

(4) 

6.45 

7.57 

.. ,.49 

7 .s~.:l 

7.B9 

Se.21 

8.55 

8.81 

9.19 

9 .. 46 

9.87 

1o.:;o 

~in rate 
ot l!l teret:~t 
~16- tsoa.n 
r,.i'fo ?und 
ov0r nre­
viotHJ- year 
{ t• )' 
~:~ 

-6~9., 

1f7.:36 

-1.06 

1.20 

4.09 

4.06 

4.14 

).04 

4.31 

2.94 

4.,, 
4-.36 

.... II Co% !.'ti.PfloPI;:aa .. ~ · 7 ...- • 1~' I ill l{llol-~--·a.· ~-- .... , ..... ... 
"'"' '- t 1 I ........ "'""'" ... , .... ~1$i114-~- 1!1111 

~;!.:iU:?.il~a' Ocuupl.i~t and fJOtnputea fl'nm J~ro e a 

Annu.nl lte-porta at."lti A '.!OOit.•d:n f"or 

'the yef1.:t•a 1975-76 tbrou~h 1986-87. 
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Th~re bon been ~ continued. annual accretion to the Lifo 

fund of the LIC since its inc~;ptiori in the year 1956. The 

average annual accretion to.tbe Life Fund <Suring the tir:IJt 

(1956-1966) and 8~ond (1966-1976) deeadea w,~ve. 59.70 crorea · 

and 2.46.34 cror~s reepectively. However. 'the aver~e annual 

aecretion t:o the Lif'e Fw14 oft:be LIC during the third (1976• 

1986) dee&de has been Rs.922.50 erorea. 

The decade-wise growth of !l!h~·Li:f~ Fund indicates that 

growth rate in the third decade (l97G-l5»36} llM baen faster 

shan thtt urovth r<~.tes durinQ the f;irst two dec:aa.es - the life 

fund increased 2.S7 times and 3.52 times during the firet. and 

Sf!!COnd decadea respectively. wherea~ the ·th~rd &lcade registered 

a growth of about 3.6B times in the lite fund&. 1\n increase in 

rate of inter~st,realiagd on rnean life rund throughout the 

period has also cOntributed .~-. rai•ing volume tif lif~ tund. 

The g:rowtb ·Of Iiifs FUnd of ·the LIC durin<;z the period 

under revi(fw indicate.e that the aggragate of the Lite Fund as 

at 3lzt t.fiareh" 1916 was Rs.3.440.97 ercres· vhich went upto lUI. 

12,665.95 cror~s au en 31st March. 1986. The average 9rowtb rate 

during the period UDder review has been about 14 percent. The 

g-rowth profilft of Life Fund of the liiC for the year~ und•r 

rev!~w h~s be~n shown in Table IV.ll. 


