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CHAPTER -~ IIX

IMP@R’-PAN‘I—‘ INSURMNCE PLANS OF THE LIC AND RELATED MATTERS

Befores commencing our appraisal ¢f the plan-wise distri-
bution of new business ©f the LIC, it is better to have anlidea
of the different plans (policies) upnder which it operates its
business. The following are the important plans carried opn by

Lot 3

1) whole=Life : This is & low cost plan of assurance wherein

pzemiﬁms are pald thxeughpué life and the policy monsy becomes
payable only after the death of policy~holder. The advantages of
whole=life policy are 2 i) The rate of premium of this types of
policy is lower in comparison to other types of policies, ii)

It is eminuntly suitable for those parsons who wish to set aside
fundg for the payment Of Bastate Duty (Death Duty) on the propsriy
of the deceased, iii) This is considerad as the baé& insurance

available for Lammily protsgtion after desth.

2) whole Life Limited Flan : This is another kind of whdle life

policy under which premiums are payable for & selected nﬁﬁber'@f
yabra. or until death, if earliers The policy woneys are payasble
after th@ death 0f the assured Only. Host of the advantages
sentioned in whole life policy are also applicable to this type
of policye. '

1 Based on LIC's published informaticon including Diary.
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'3) convertible whole Life ¢+ 7This plan initially provides
mimm insurance protection ét minimum cost and offers a |
_ﬂgxme contract which aémr be chﬁﬁm& at the end of five yoacs
gron the comzencement of the policy to an endowkent Assurance.
if this p}.an is not converted inté ahdcwmmz assurance at the
azpity of five years in that case the asaured has no right to
chanm such polimy and he hu m pay premiums till the age of
70 years. If converted imm mxﬁmnt Assurance the rate of
premtmn is imméasa&a This i:ancy is ﬁu:ltable for ymhw tm:ty |
man, whose nesd off pmteceian is eubntmtm but vhose income '-
is aat hiqh enough in tho :lnit.lal m:&gm aﬁ' his .u.te as to
pemit. hin to offer for endowment mlicy.

4} m@mne Assurance 3 'i‘his plan provides for pomnt cf sURs
anuma t;@ the Life Assured on survival \m the and of the

'-h.eiact:ed term or to his i!amily in ém of death befcre maturity

»_cﬁ } ‘t;he : policy. Premiums sre payable ‘dm':ing% the selected term ox

- tiil di:m'th Af eﬁrﬁex; 'mi# ‘i@ the wmost pe*pulgﬁ plan as it servas \
ﬂm dual purpose of ‘tanily protection and ©ld age provision.

8) Joim; Life Tndovment ‘3‘ A Joint endowment policy is issued to
e’w@z élm risk on two lives am’i is genexrally available “ta partners
i:s' hu-iné.#. policies are, howsver, issusd on the .'Li%n of husband
" and wife under certain ;mwisie& e:ﬁmumseancem The sum assured |
'iu paya‘ble at. the end of the endowment texm or on the first death
of the :e;lther of the t:v_eo lives assured vhichever is earlier.

6) gﬁl{‘:iguﬂgm" u' vaii@ 8 "&hia ’pﬁelicy' meets several insursnce
ng@ﬁ_s of a person=-like yrbvhien fm' himself in old age, income
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€or his family and proevision for education, marriage or the
 Mg§axt°im life ®f hia children. It gives maximum pﬁ@aaeti@ﬁ o
the beneficlaries irm the event of the early death of the assured,
as it provides (i) a vegular monthly income during %he unexpectea_ :
vorm, (1i) e sddicionsl wmonthly lacome for a period of two years
from the dete of @aaﬁh. (i&i).§ayMQnt.aﬁ & part of the sum
agoured on death and (iv) payment of the balapce sum assured at
the end Of the selected p@ﬁiaﬁ. on maturity the life assured may
get the sun assured in ea@h: in the form of moﬁthiy penslion or
an increased sum paysble on é@aﬁh. Premiuws are payable during

the selected torm or till death, if earlier.

?) Anticipsted vhole-~Life : This plan combines the benefits of

whole~bife Limited Policy and anticipated payments. It provides
in ons policy the dual benefits of early roturn of the policy
pr@eaéﬁs and of adequate protection for the family. &ﬁ apount
egual £ half the sum ésaar@@ is paid in-e§ual instalments at
ﬁive.yaarly intezvale during the prepium paying term to help
the policyholder mzet the various needs of the family. The full
sun aspured irrespextive of the fiveeyearly instalments is paid

on the death of the assuved whenever it may eccur.

&) children’s Deferred ¢ This plan enables any parent €0 provide

insurance cover ¢¢ a child on paymsnt of vory low rate of premium
for an sssurance of large pum. Under this plan the risk will
conseonce at & saleeteﬁ age, igrespective of the child’s health
thon, ‘
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9) children ‘This plan is similar to

'Children's 'Bezarma‘ plan with provision if%or return of the 50%.
of the pmmim p&iﬁ durirzq marmnt periw at the selected

veating age. B

10) ggggeuivo Pratention Peli.cg ¢ This -plw.ly:dviﬁeu for
anamtic inemue in sum assured at fixed a.ntervau at promium
rates guaranmﬁ in advance. R'o E:mh evidmee of health is

: ncguimd at the t:im of inc::aase in t;he sum mur-d.

13.) aanrakaha Falicg @hu plm t@k@s care of apqqial noeéﬁ |
of the mm-al popuiation. "321-,‘ has bién ﬁszigneﬂtahing into

| A :consiwatien the probm of mm paymm; off m‘enium in tice.
‘i'-'hi.s i- basically an anéwmm assurance pcncy (with pratito)
me a :paaial fce:uity uhereby f.ha policy camn.inﬂel to prwide
fnll cover for three yeam on paysent of an initial extra, single

pxemlmu. after payment et ut hut t:wa yeau‘ premmm. '

12) mubxa Enﬂmm 3 mu ;mm mmrel watwtian of family
in the evemt of early deamg amd paymnt ot double the sum assured
if life ausumé mrvivm t:he uhei:ed perioﬁl. 'rhin ‘plan is
' suitable for pexszons with phy:ical dinbility vho are m:hewuo
not acceptable for athar @laua: of assurance at the nominal
tabulw rates. Promiums are to he paid f@: a selected eam of

‘yeau or '.aﬂ.l pxier doath.

:Ln a suz.tahla polie;y for mkinq pmvinwn f.’or the ame-m ufc.
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sarriage or education of children. Premiums are payable for a
',téigetéﬁ term of til)l prior death. %ﬁe bbaqtito are payable

" ‘only at the end of selected teram. in case of the ﬂazﬁiage Eodou-
xment the sum u‘nnréd is paid in lump sum but under t:hé educational

"faanuity. it is paid in cquul halz-yearly instalments over a

period of five years.

14) puge Endovment for adults or Children 3 This plan is useful

¢0 those who do not care to appgat for medicasl examination or

for reasons of haalth. are unaceeptable for insurance unﬂ-r other
"'playu. Full sus assured is paid oply if the life assured survives
‘ thé selected term. In the avent al‘deagh ho:ore'gxpixy of terms,
yﬁnndugs paid are refdnﬂod‘u&eh 1hternatvat the rete of 243 p.a.
acnpcuﬁéed'ycarly.'axaept‘in cape of death dnring'ehe £ixst three
policy years, when the said benefit will be refunded of all -

pian is suitable £§r éhoaa who baﬂidﬁa providing for their old

age and family, need lump sum benefits at pericdic intgtvnls.

‘the sun assured is paid in suitable instalments. Yet throughout
%he pericd of aasuxinée the dependents aselgnarant@eé the banefits
cﬁ the tull sunm assured in the event of the ﬂaath of the assured,

| ingnpccﬁivu of the instalments that wight have b@en paid.

16) Mortgage Redemption s This plan of sssurance suits the re-
quirewmente of lending inntitﬁtinun and individual borrowers to
~ensure that the onestanﬂibg'loan is autoamnticaily repaid in the
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svent of borrower's death.

17} Jeevan Mitxs : The Jesvan bitra is & double benefit endow=

ment plan with profit and is Qiffexrent from uadal endovument
policy. Under it, besidea tho bonefits of endowsment assuzance
p@lic&._th@ plan provides additional insurance cover egual to
aﬁm agsured in the event of death during the term of policy
80 that the total insurance cower in the evept of death e to

the extent Of double the sun assured.

18) pima sandesh : This is a torm insurance plan. The benefits
under this plan agze - (i} p;ymant of full sum insgured in the
event of death during the texm &f the policy and (ii) the return
of total amount of preaiuvs paid (excluding agoident premium)

on aurvivel ¢6 the ond of the Lerm.

1%; Bhavighya Jeevan : This is & special endowment plan with

profits, specially designed to suit the apecific necds of certain
categories of persons who have a-véry high income for a limited
span ©of time during their professicnal life and thereafier
iﬁc@mevéwinﬂl@s.

20) Jeevan Dhars scheme ;¢ Zhis doferred sonuity §wavid@s‘£@r an

attractive post-rotizesent income. It has the advantage of provide~
ing guarvanteed income abt &‘pxeﬂdétarmineé time and are good
golution Lo one of the worst fears of salavied cl&aa - cutliving
one’e income. It ¢an be purchasged by paysent of a single px@maﬁm

in lusp sum or by periodical péymanﬁs Zor the selected term. At
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the end of selected term called °deferment periocd® the annuity
atarts and is payahle as long as the peorson lives. On death, .

his heirs will get ‘GIVE' (give Insurance Value Element) along
with additional lump sum payrent. If the annuity holder dies
during the deferment period, for the £irst three yesrs, premiuxs
are returned without interest and after first three years pericd,

the premiums will be returned with &% per cent interest.

This plan may be sald to = one schome vhich conpletes
the kit of savings and income pleoning the Life Insurance Corpora-

tiop of India has besp building over tbe'yeara.'w

PLAN=WISE DISTRIBUTION OF NBW BUSIHNESS

The plan-wise distxibution éﬁ individual insurance business

‘shows soime very unusual trend during the period under review. out
of seventeen insurauce plang which were in force during the yearx

: 1975=76, two plans (Endowment ASSUrance anﬂ”éntieggated.Endqwment)
agcounted Eax about 92 per cent of the total businoss pxecheﬁﬁ
Quring that year snd the yemaining £ifteen imstrance plans
accounted for only 8 per cent of the totel business. Flans like
Bﬁelé Life Assuxance, Whole Life Limited, Joint Life, Multipur?e-e
policy, mﬁahla gndowmant, Fixed terms, Pducational Annuity, Triple
‘ gapafita ?oiicy. Two=-year Tomporaly &asaraneeg Convertible Terms.
Vﬁégtgage Redemption contributed individuelly less than 1 per cent
of the total business during the vear 1%75*76. The m@s? unattrac-

tive plan during the years under review has been Doublg Rndowment
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vhose individual c:antrj.buﬁion on average 4id not come under the
'mkview of 'percantmlqe of total new bue::i.x;ué. Business under this
plan accounted for .0l per cent of the total business only for

two years out ct ten years under review.

The most attractive and successful 1na£v1¢’tual mmranee
plm has been * Endowment ASSUrance * plan thle 14 of the LIC
premiun tables). 'ﬂm average annual contribution of Endouwnent
Assursnce Plan to toctal new inaiviﬂdal business ‘during f.bo‘ period
has been ever 46 per cent, the highest being 56.@5 per cent in
1975=76 and the lowest being 35.90 per cent in the year 197879
(due to dong strike of ch‘ s anplaym) o The main minonl for
mmh a amtwuxar business under this pol.iay are - (i) This is
| hhe eheaput of all the planss (ii) This is the 1ongnt torm life
assurance. If a youny san toakes the policy at the age of 18 he
can continue his policy upto 70 years of age. Thus xisk cover
. can be more than five dscadsss (i1ii) Continuocus accrual of bonus
for & very long tize iakeo maturity valus very-high. A fifty year |
policy at the oxi.bting b#nuu 'ni:e.a would ofﬁnxé :homu Of ine2.6

n_q@tmc each rupee Of insured sum.

~The above advantages, &uévnx. are aypmn§ and do not
reveal the whole tﬁeh; On pe‘faona!. emsi&ahtiom.- LIC agents
are more intercsted in selling this péuéy an éhey arécbenefited
‘111 two w‘aysw = higher comuissicn rate for the first year and
reneval premiuws gor a langei' pericd of time. In sbim of its
ixnmense mularity. the contx&bui:&bnf of this endowment plan has
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‘m:unéa in recent years. The total business transacted under
this p){axa has declined £rom 56.46 Pece OFf the total pev individual
insurance in 1975-76 to 40.97 p.c. in the year 1985-86.

- The second most popular insursnce pian during the ﬁﬁ&
5 years of the decade has been *Anticipated gnaawmat' {(Tables 24,
25. 26 of ths LIC premium tables for 15, 20 &m& 25 years respec~
eivel.y) « The armual aversge busiaeu pmuuzad unaaxr this plan
for the first five yesrs of the aeeada mcwnted fer m\m 41 per
coant cf t:he total business preeuma under all :uadividual insurance
p:*.am. chaver. this plen vas withdrawn by the LIC 4in the year
198081, She main reason for wi&hdrwmg this plan was to reduce
thé ‘mﬁe of eemuaicn my@le' eev'__aksaneu undey this plan and,
therefore, sacure econony iﬂ"magezial eﬁbgnncs {The fatq of
ceﬁnia&ian payable under this plan vas 25 par cent of the first
i y«i}r'. premiuns plus lﬁ-pexf cent bonus and thereafter 5% on the
renewal presiums). This plan vas replaced by the Moneoy Back
volicy ’;(m.‘a) under Tables 73, 74 and 75 for the terma of 22 years,
15 years and 20 years mapéet&vely. The é@mnéien ‘payahl;w to
agents was xedueea frem 254 to 155 of the first yvear's punimn
undex thia plan. The rate of bom and remwa:l. eaminion. hovever,
mma}.uad nnchanmd at 106 per eent. m Money Dack ?oliey became
guite mpnlw in the span of sia years. For mstancm the totasl
m bus;mn under Q_—:hh plan 'z:o'se‘ fmm 9;3'? pexr cont of the total
new insurance business in the year 1975-76 to 40.1L p.c. in the
year 1984=85. The business, however, registered a slight fall
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durh;ag the ne;(t year, 1985-*86. Inspite Of such & ummeadm
Wv&v_mcaen of thia policy, it was withdrawn by tlw cormxatmn
M.’m the year l986. The old Honey ‘Back Pouey wu rcplwcd by the
New Money Back Policy (Table 93), Bima Sandesh (Table 94) and

Bina Bhavishy Jeavan (Table 95). |

Nost of t!m Torm auurmg Plans of m I.azc have bun .
umttractiva and > unsuccessful during; the ent!.m psriod of the
' utndy. Life Inam;am in develog#m cacaamy uk-g ‘Indu ia solad
and not bought by the people. It is & kind of forced selling by .
the 'agagncy force, and unless the kgenti_ have "bat'.,t-er incentive
~ they will not pﬁmﬁg for a paieiéuiaéf ﬁlm-éf ina,u:mbe. They
: ﬁﬁn pt_xrmlu' only those plans where #:hb rate of cio:&ni;aion is
hiqha:&.* In case of & Term Assurance plans if ihe;_tqrn of insurance
is more than 10 years but less than 15 years then the first year's
, preaiusi comuission ‘h éc per cm‘m: plus usual honn;. But irf the
.' plan term is 10 years or laso than the rate of cosmission on the
Siwt year'n premiums is 10 pex «cem: Plus homu. It appears f£xom
tha above that the most t&pottant resgon for failure of the Term
Mmrance plam of the LIC is the louer x:'ate of comuission payable
to agents. In addition to this, the ta:tg eﬂ insurance under this
class §£ life insurance is eomphratively_ shorter th@p the endow=
: 4-ugxlzt a;burmnca plans. This in turn ;‘Qau'c&s the ‘awn of renewal
premium payable to LIC agentss and this'Teason the agents are

least interested in procuring business under term assurance plans.
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It is further obsexvaed that the insurance plans with
profits are far move popular than without profit plans. There
may Le pany reasons for this one-sided development. Hotwithst and-
ing the lower rate of premium on non-participating plans than
on partiecipating plans, the later is more popular. This attitude
of the iﬁauring'pcpulatimm sugyeste that cover of saving plays
more iw@azh@nt rele than the risk factor and the ar@upoativé
””g@&ieyhé&ﬁers»cem§aze the amount payable under the two difforent
insurance plans at the time éﬁ maturitys the amount payable in
. Cage éf participating life iaaut&éam plans ie greatexr than the
amount payabia'uﬁﬁmx non=-participating policies and hence theix
praﬁersﬁcm for participating plens is natural. Altasna&iv@ly'ﬁhe
vested interest of the agaﬁhsiiw.rwsgﬁﬁsibie'ﬁ@t this state of
affairs amvhighar the rate of premium higher would be the agente’
commission on the first year's ss well as renewal promiums.

Therefore, they influence the prospective policy-holdere to take

Wﬁwgﬁiicies upder particimating plans o that tﬁé?yéan got the

benefits of highax comriseion due to higher rate of premiums on

asuch policics.

Yhe plian~wise distributiocn of new dndividuel insurasce
business {ﬂ@ﬁ@rﬁim@ o amount of sun-assured) for the yaarn
1975-76 to L985-86 hes been shown in percentage in Table IiZ.l.
It is clear that wmost of the plans remein prsctically unsold
over years. The reason Eor their unpopularity lies in the lack

of interest on the part ©f agents. To meke plan basket meaningful



TABLE 111,13

Plan-wise Distribution of New Businese in India (Individual only)

(Percentages according to Sum Assured)

Planm of Insurance : 75«76 , 76—77 : 77-78‘ 78-78 : 79-80:80—81: 81-82) 2-83 ' 83-84. 23;— 785-86
— e - mr e ar v em am v wm e '._—-...;——....._‘._....__l....__.l._ ..._‘_.__l.___'__._...'__.-__'....__.'.___
1. Whole Life Assurance 0.16 0.17 017 0.15 0.14 0.18 0.22 0.27 0.26 0.33 0.19
2, Wwhole Life Limited 044  0.42 0.51 0455 0451 0.66 0,72 0,72 0.74 0.66 0.28
3. Bndowment Assurance 56 .46 44,24 41.19 3590 32,92 53.44 51,29 50.06 49.69 47.17 40.97
4, Joint Life 0.29 0.26 0.31 0030 0,22 0.22 0.18 0.18 0.18 0.19 0.12
5 Multiple purpose 0.58 Q.48 0.33 0.24 0.16 0.15 0.16 .0.13 0,10 0.12 0,08
6. Children's Deferred 6.47T 6417 4,76 3.61 2,72 2.43  3.05 3.20 2.61 2.42 2.58
Te. Money Back policy - 1.61 1.90 9.27 1676 36,18 37.24 37.62 38,31 40.11 37.26
8+ Progressive Protec- -  0.38 0.30 0619 0413 0417 0.14 0414 0.10 0.09 0436
"  tion Polioy .
9, Children's Antici- - - - 1,03 2,34 2,50 2.92 2.79 2,29 2,14 1.24

pated Endowment .
10, Jenaraksha Polioy - - - - - - 0.01 0,09 + 0,10 0.50
11. Anticipated Endow- 35.20 40:88 44,71 44,17 39495 0.91 = - - - -

ment (Table 24,25 e
26, Term 15-20_25

12, Convertible whole Life 3,79 3.80 3.26 2.72  2.68 1.61 2,63  3.45 4.53 0.46 3.88

13. Double Endowmernt » * 0.01 . . * 0.01 * . . .
14, Pixed Terms 0485 0.64 0452 0440 0431 0.01 0.30 0.28 027 0.18 0.05
15, Bducational Annuity 0.26 0.21 ''0.19 0.14 .0.11 0409 0.09 0.07 0.06 0.04 0.40
16. Pmpre Bndowment 1.25 1.00 0.89 ° 0.88 0.70 0.64 0.62 0.63% 0.43 0.%1 0.06
17« Triple Benefite 0.10 0.07 0.08 0.05 0,05 0.0S 0.06 0.07 '0.02 0,01 04,01
18. Two-Year Temporary 0,01 0.01 0.02 0,01 0.01 0.01 0.04 0.01 0.01 hd 0.02
Assurance .

19. Convertible Terms 0.01  0.02 0,01 0402  0.01 0,01 0.06 0,07 0.05 0,07 0.08
20. Anticipated Wmole . _  __ . - - 0.33  0.18  0.14 0.12  0.11 0.04
21. Mortgage Redsmption 0.04 0.03 0.04 0.04 0.03 0.04 0.02 0,06 0.05 0.08 0.09
22. Jeevan Mitra - - .- - - - - “ - - 10465
23. Jesven gathi - ) - - - - - . - -~ - - —_— 0.84
24, Others 0.04 * 0.74 0,30 0.21 0.01 0,00 - - - - !

Total sum assured 2104.00 2095.40 2004.87 2057. 2732, 2882, 3478. 3974, 4386. 5375. 7T056.07
(Re.crores) 40 11 56 75 23 87 64 ;

Source: COﬂPﬁled and computed from LIC'S Annual Reports end Accounts.
Note:~ ~' indicates either the policy has not been introduced or withdrawn, by
the corporation.
Whare the sum mssured is less than .01 percent it hag been indicated by asteriocks.

18
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as vell as useful the LIC should persusde agents to achieve a
minioum guota of scclally zaquired policiea. The LIC should
alsc take special publicity drives to make public aware of the

" upknown policies and their useful foatures. The T.v. media can

be very usefully utilised in this regard.

PLAR-WISE DISTRIBUTION OF NEW BUSINESS

{According to Huxker of Policies)

An analysis of the plan~wise @iztxihuticﬁ of number of
palicias issusd aurimg the éﬁuﬂy p@#iﬁﬁ jndicates that more than
50 percent (minimum and aaximum range warying between 45% and 65X)
of the polieies VEre iaaueﬁ under a single insurance plan- naxaly
: ' Endoument &anurance.',OBe-mora insuronce plan accounted for more
thap 30 parcent of policies (the range of policies iaéueﬁ under
'anticipated Endowment' varied between 28% and 37% and on its
discontinuance ‘Honey Back 9@licy 8' share ranged between 26% and
33%a The remsining xndividual insurance plans accountad for vary-
ing betwvoen €% and 186X of the total nurber ©f policics issued
Auring the study pariod. Hovever, vo aingla'poli@y. other than
mentioned sbove accounted for more than 3% excepting for “Jeevan

Mitra* vhich made malden eppearance during l985-86 (Table IXY.2).

Tha‘mmsh populax during the entire 9éri0ﬁ of the study
was SAdowment Assurance. However, the percentage of policies

issued under this plan showed a declining trend during the first



TABLE  I11,2

Plan-wise Distribution of New Business in Indis (Individual only) ‘(Peroentagas
according to Number of Policies)

10,
11,

12,

13

14,
15.
16.
17.
i8.

19.
20.

21,
22,
23,
24.

Whole Life Apsurance
Whole Life Limited
Endowment Assurance
Joint Life

Mul tipurpose
Children's Deferred
Money Back Policy

Progressive protec-
tion policy

0.15

62.79

0.25
0.45
3.03

Children's Anticipated

Endowment
Janaraksha Policy
Anticipated ZEBndow-
ment

Jonvertible whole
life

Double BEndowment

Fixed Terms
Bducational Annuidy
Pure BEndowment
Triple Benefits

Two-year Temporary
Assurance

Convertible Terms

Anticipated whole
Life

28,08

2.78

1.09
0.35
0.80

0.10
*

Mortgage Redemptions 0.04

Jeevan Sutx Mitra
Jeavan Sathi
Others

Total of Policies
(ALl Plans)

(In thousands)

Source:
No tes:

(11) -

2008

2053

1854

1977~ 1978~ 1979~
18 79 80
(4) (s) (6)
0.05 0.06 0.04
0.16 0.22 0,19
54.15 45,51 45,51
0.21 0.23  0.19
0427 0.17 Q.14
2.43 1.94 1453
1,08 6.08 11,54
0427 017 0.14
- 0.40 1,00
76 .62 37409 35.83
2.43 1,99 2,00
* » »*
0470 0.51 0.38
0.21 0.17 0.14
0.86 1.34 1,05
0405 0405 0.04
3 * et
* - L
« » »
- - 0.19
1755 2096

0.82

1.75

031
0.10
0.36
0.05

0.33
64.52
0.14
0.14
1.47
29.34
0.14

0.33
0.09

0.38 ~

0.04

Computed from LIC's Annual Reports and Accounts
(1)

0.36
62.57
0.13
0,09
1.52
30.43
1.34

1.12
0.54

0.38
61.16
0.12
0,08
1.2
31.78
0.08

0.92
0.67

2.66

0.25
0.08
0.21

0.08
2366

0.03
0.03

1025
32.14
0,27

0.64
1.43

0.03

0.03
10.26
0.27

£8

3286

Where the number of policies is less than 500, they are indicated by asteriscks.

indicates either the policy has not been introduced or withdrawn by the Corpn.



84

five yearr Of the period under review., It, houavér. regained
ite pre-eminence in 1580«8l. The introduction of 'Jeevas

Mitra' again led to its decline,

The a@céa& oost dmportact popular plan during the first
five years of the period was 'Anti¢ipated Endowaent® which
scoounted for roughly one~third of the pelicise issued every
yesr. Hovever, this impoxma?t plen was withdrawn by the Coyxpora=
tion in the year 1980-81, Xg its tWQntynthird“nmnual reaéxt
({1979=-80) the Corporatiocn simply notified withdrawal of the plan
and 4id not care to alabaxa&e reapons heohind withdrawal of a

llp@pulat policy.

‘Mopey Back Policy® plan took & loag span of ahau£ seven
years to gain popularity. It may. however, be stated hoe that
this policy gained its imrense popularity only after the withdrawal
of anticipated Endowment plan. The yt:cgntage off poulicies issued
under Heusy 3e2ck Plan to the total sunber of policies iassued by
the Corporation for all the individusl insurance plans together
was Lle54 pere in the year 1L978-80 which juaped to 28.11 pe.c. in
the year 1980-81, the year io which Aosticipatad Rnﬂ@wmgnt.?lan
wvas withdrawn by the LIC. The number ©f policias; under this
plan went on increasing on a very fast rate thercalter. Anticipa-
£@ﬁ En@owirent Plan claimed about 36 p.c. of the total new Rusinoss

updSer individual insurance aceording tu nunber 92 policies.

Total pumber of policies issued during the first six

years of the period under review showed declining trend or somes-
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kimwa~utaguaﬁt. There was ailmost no locreass in the nunber of
nev policies issusd under all the i@éiviﬁual insuvéﬂe&~p&a&s.
E@r'inatanee. the total nonber of policies issusd for all the
individual plans was 20.08 3akh§ in the yesr 1975<76 which cave
down to 17.55 lakhe in the year 1978-79 and 19.54 lakhs in the
vear 1980-81. Thersafter, h@uavar. increasing number of policies

have been issued every year.

A comparison betwsen new business aeéa:éing e sum
pasured and according to nuuber of policies in the plan-wiss
| distribution of new husinesz (Table IXX.2) indicates some
interesting results. For ionstance, 58.14 p.c. {(on average) of
business according to number of policies represented only 46.23
per cent {(on avorage) of buaanwaa agcording to sum assurved. This
suggests that the dencmivation of the policies under this assurance
plan is of lower value. However, the trend iz the Aunticipated Ea=
dowment is just oppobite. liexre average 33.90 por cont of the |
buaiﬂasa socerding to policies repxésaate& 40.82 per cont of the
bﬁaina&& agcoxding to sum assured. Thias iaéieataa.that the denomie
pation of the policies are of highor amount und&xlthis plan. it is
cbserved that individual ingurance plans like 'Double Endowment’,
S TUO=YasT fempezéry assurance', ‘Convertible Term plan® and o
‘mortgags redempiion' were the nost gnattractiwa individual insue
rance plang of the ceﬁpara&ien. viost of these insurance plans
' could not attract even 500 policies annually duving the entirve

period under reviewe. It 2ay, thersiore, be suggested that such
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unpopular plana-ahaukﬁ;h@'yithﬁxgwnbfrgm the *plans kit® by
the Corporation because existence of these policies incresses

the cost of the Corporation. Alternatively the egency foroe

“should ba-mnttvata@ to procure business under these policies.

" MORTH~VISE VARIANCE T BUSINSSS PROPOSED AND BUSINESS CONVERTED

IHTO POLICIES 3

A monthewise analysis o£ bﬁa£ﬁaé5 9§6§éa§é and propoeals
. .convarted into paliciés-indicatos:thah lé&g& nuwbar'afzpropeaala
Qﬁfoﬁght in by the agents &0 ﬁh& Corporation h&a aoct aonvarted.

" 4nto policies within the.ﬁﬁgghfaf.sabmissimn of the proposals.
Amﬁgé ggg&éﬁaa in‘thgfprapwaala-énﬁ thelir conversion iote policies

diffars ¥rom month £o wonth, The firet quarter {(April-June) of

i .. the year has the l§ggeet.h¢aklag of the proposal, whickh are not:

converted into policies. It is alao obeerved that the numder of
. propesals in the month of April is the lowest of all the months
in the year. .

The overtime working of the entire wachinery of the LiC
including ite agancy force during the month of March in reaching
-the law BSusiness targets maké them tired. There is & constant
pressure tight frem the Chairdsn t6 the 3ranch Hanagers in
achieving the New Business targots. The New Business Paigets are
2lways fixed ac & very nigh level and since the Branch Hanasgers
cannot meat the taggats from the normel business egtivities -

within the time schadule they give the Hew Buainese Pigures to
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thei: ‘higher officers (B:anch Mmagar to mvhienu mamqeu.
nivi.o:l.onal Managers to Zonel Hanggers and Zonal Managers to
muirm and Managing Directors) and ask for the extengion of
t&m to conplete the targeted Buuimn.“ *LIC sanagemont who
knows the Qane, rwipmatu by m«::.tnq opening of Duplicate
cauh Bmk known as “DOB XTI which u used t-.o collect doponiec
mimt Haw Businoas propﬂnlt" 2. The sccmmtinq ycar of the
coz'poratmn ands st 31;1: March every year but “ehe ‘BeB* is
fkepe opm tul the end of April or earlier only :Lf the business
zsgms ma been mmv.a.'-" |

Acain. the *DCH I:t‘ h opensd toO ucoiva mxly the chegues

i C0ted Shtz March or earlier and no cash deposits are accepted.

in actznal practice cash axcunts are received but the actual
mamt&ng ia made against third party ah.aqugs s_aaued by sone

~ one known to the Branch Manager. “The chagques collected under
‘DCB' are deposited by tie end of April but with the help of Bank
Man:gm:- the da!:a stamps sre given for April ist or 2nd. Bvarye-
My plays the qm safe w:lth the kawhdqe of the magemant.“‘

. In almost all other sleven months of the year, LIC Hanage-
mnt tnuc to cmleta i:lm propenah subnitted by agents by

fspuing policies for whatever reasons it may be. 80 after collect-

.:Laq a :I.arqe nuaber of pmpmaxs i.n i:be mopth of March - the

i i d

1 a'hia fact hu beon communicated €O i:ho ptnqmt igmeigneor by
‘sone mezbers of the difforent clubs of the Agents.

2 LIAFI's Letter to Ministry of Adminisetrative Reforms as publi-

' lhgé in LIAFX 8“’ Mtg&z‘( VQI.W:. H0.10=12, Jm o ﬁnwh.lﬂﬂ@.

T Ped3a

3 :bid.
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' Magqment- clears the backlog by relaxing the underwriting
- rules and by extending the period of aempleé:ion of Hew hminen."
The Table I1X.3 will reveal hou in the month ot March a huge
nmube:e of proyo.als are undexwritten cleuing up the backlog.

It is obaatveﬂ that: £ \anb.tantinly a laxqe nusber of
~ proponna m brought in the month of March than in the remainimg
mnths of the year. To ulmtznte. ﬂuring Bm:ch. 1966 alone as
much aa 23.96% of the pmposah (with 34.45% az thc vnue vere
_hronght: w the, LIC. Boiug the period of ﬂmncs.al ynr ending not

. only the proposals of the mm.h are aonverted 1nta poitcies a

laxge number of baekloq ta also clanm&. m imtmao. ehe emeu
numbet cf pchesah eonvertca 1nt;e po:l.icie- :l.n Mtrch 1976 was 83
vt.laounandl uhich rose to 3.32 hkhn during nmreh 1986. It ie nno
.cleaz t’rem ho mble (nx .4) thae a la:go number ct proponaln
.cubmiteed by tha aqem:s auri.ng tht f:h:se aleven mnths of the
'yaar. :emain ponding £111 March ondf‘?' 'rbi.- non. complotion of propo-
?aals wit:hin :oazcnabl.e t.im leads t:é tetmination oﬁ nerm aqencial.‘
'x'hi- mt of. Lm'n uanagememz nae causes imenveniancea to the
propéu::a. ’ R _ | g : S
o ona of &ha mnuns ef the losrut numbet ot pz:epomn
cubmiteed by the aqenta t@ the Lm aaminhtmtmn m the month
;os ap:n .15 that m mammant ia buny with cluring the huge

o nyaber of proposals brouqht in the mnth of wah aluug with

Mklaq. ‘rhey have ptacewany no time o -pure for the mvprepn-

1 Ibid,, pe 23,



July
August
September

) Oétober

Foveamber
December
January

February

March

TABLE III.3

i . .
Statement Showing Monthewise Variance in The Proposals and Policies Issued
(Individual Business in India) (According to No. of policies)

(No. in thousanda)

. ] - 4 : -
1975-76 . 1376- 4977— 4 1978~ 1979-. 1980~ . 1984-. 1982- * 198%- . 1984~ ' 1985~
1 1]

% ., 19 ., 80, 81 , 82 , 8% ¢ 84 , 8 ' 86
-22 -26 =23 =37 -42 -36 17 =34 -40 -43 -48
-14 -17 -3 w12 a7 -30 -37 -32 -28 -52 ~47
-28 —28  -23 .21 -22 <35 33 34 -32 ~36 —47
~40 -18 -24 =26 -18 ~04 -22 =14 =21 ~26 -38
“21 . =13 1. 10 <31 22 -22 =27 -29 -23 -43
~34 =26 . -09 -20 =12 20 -26 ~45 =37 -40 -48
13 14 -8 +ot  ¥04 =10 -6 =06 -10 -8 =23
=01 +22 03 411 3 16 12 -1 -12 -8 -17
r4 22 +19 12 =02 <17 + 17 o7 -52 -16 -82
-14 ~22 =27 + 2 -12 1 L1337 o+ 2 + 7 -16 -0307
-14 -19 16 =14 32 27 .12 =27 -25 -27 -24
+ 83 + 106 + 94 + 96 + 141 + 183  + 169 + 180 + 229 - + 241  + 332

Total = (=) 114 (=) 77 (~)454 (=) 42 (=) 42 (-)64 (=) 39 (=) 57 (=) 48 (=) 54 - 55

Source: Compiled and computed frowm LIC's Annual Reports and Accounts.
Notes: (1) - (minus) indicates number of proposals proposed, dbut not converted
inte policies during the monih of proposals.
(11) + (Plug) indicates excese of propoaals converted into policies within
the month of proposals. !
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July
August
September
October
November
‘December
January

February
March

Total =

TABLE TI1.4

Statement Showing Month-wige Variance in The Proposalp- and 8id Assured (Individual

Business in India) (According to sum Amsured) (Rs. crdrep).

T T4975- | 1976-" 1977 1978— 1979  1980-  1981- 1982- 1983~ 1984~ 1885~

1276 1978 - 1978 1979 _ 1980 _ 1981_ _ 1982 _ 1983_ _ 1984_ _ 1985 _ 1986 _
(2) () () (5) (6) (7) (8) (9) {10) (11) (12)

S24.31  =29.25 =33.79 w45.39 —46.68 -48.67 ~33.18 -57.30 =39.86 -76.99 -91.80
S16.05  —19.61 =18.51 =16469 ~29.22 51,17 ~55.40 -53.77 =55.55 -87.72 -97.21
230,07 <3277 27485 =33.14 =37.06 =60.83 =57.27 -70.49 -66.72 -93.87 ~110.97
211,26 ~19.87 =35.23 ~28.67 =26.72 ©20.26 43,05 -44.98 =51.02 =75.28 -94.21.

229432 =20.65 =14.38 -20,77 ~47.80 -49.56 -57.95 =T5.41 <T1.70 =64.17 -134,60
C=44,60  <=30.70 =13.36 =31.28 —27.41 -37.09 -78,51 401.51 =94.87 -95,94 -127.59
26,14 -23.81 23,27 ~2.35 +3.47 18,97 =80T -17.62 -33.95 -40.24 -46.58
$0413 15,16 =5.41  +1B.65 +2.71 =27.14 34,61 41,30 -41.91 -25.76 -84.93
+11.67  +17.75 +21.93 -0.13 +1.04 -35.01 +13.93 -33.34 -121.87 -68.02 -135.18
~16.84 26,09 =37.95 ~3.15 ~21.44 =36.43  —48.67 -15.24 +30.41 -38.62 -38.65
“16.27  —26.57 =28.44 =26.53 =51.60 -39.23 -42.87 -46.24 =59.00 -74.56 -73.29

#109.93 +129.81 ~129.88 +156,02 +210.55 +306.71 +336,05 +368.62 + 292.59 +560.40 +856.51

(=)95.09 (-)96.92 =80o11 ~53.88 =76.56 =-120.39 -109.72'-158.58 ~487.79(~)180.63 -178.92

e mM e em e e e e e e e e e s e vm ot b em v wm g e e mw m e S mm E S v e A e et = v mm e e e e

Source: Couwpiled and Computed from LIC's Annual Reports and Accounts,
Notes: (i) - (winus) indicates amount proposed but not converted into
- policies during the month of proposals,
(ii) + (plus) indicates amount converted -into policies in excess

than the amount proposed during +the month.

06
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sals azaught in by the agamta in the m@nth sf april. Fuzth&t
this is one of the reasawa that thoe agents axa aﬁteﬁ moze and

more businesa in the manth @f @axch svery year he@auea these

pmépoaals are cleared eaaily a5 withia a ﬂaaa@nabia tp&g¢

ﬁ@mplain&ng against this sort of affsizs, the President
cﬁ tha Lﬁﬁ@ Insurance Agents Faderation of Indiaz, in his letter
.ﬁ@ the %ﬁﬁiatar of state. wimisﬁry af administracien R&ferma.
ﬂcvt@ @f Eﬁdi& mentioned It is on record that in tha month of
ﬂpzil, l@ﬁl. the entﬁra vaxanasi pivision did not or could not
wnderwrite even a aingle @rcp@sal. ﬁga&n in ap&il, 1583 Asansol
pivizion eduld unﬁerw%ita only tan new pr@pcaals. ﬁut bath the
@iviaisn«l managaxs HQ3& ymmmatmﬁ.ﬁm the ﬁam@ y@ax as &uaiar
vaiai@nal %aﬂagaxa. Theﬁa_twavgxmmaazans &ndicate the attitude
of the management émwaraé the ntﬁi@i@ney and.pgﬂﬁy&éess of sexvie
ces rendered to policyholders an&‘ag&a@a.'ﬁvezyane plays his gare

for a&ﬁaiﬁing the end result and a@&hing&laa.“l

LIC does nesrly 40 percent QE ite pew business in the
m@ﬁth of Maxch itself. This overconcentration of business in the
ponth of March heo ite impact on tho guality of business. and
deterioretion in the qualicy of business csuses higher lapse
ratio. 7o check this traditicn the LIAFI suggested to the govern=—

mant tha,fallﬂwin@‘rem&ﬁial neasures §

i) The LE@ should ﬂ@t apen and cperate the *LCH Iit.

1 Ibid, p. 15.
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2) To declare 3lst Harch as LIC's Account ciosing
h@lﬁd@y an the p@ttern of Banks @l@aing 05 30th June and 3ist

'"Emcambar svary year.

3) Th& &Ic shénl@ ﬁaﬁ@ﬁie all eﬁ i&a ﬁollaatlaﬂs maéu

T in the mnnth ef Hareh on 3&3@ Max@h and should clise the Books

of Aecountm. by ann@aaeing the last aumﬁar or Daposit Receipﬁs

on 1nt April.

é} ?ha LIc ah@ulﬁ e@mp&eue all ita undarwxitxng caeratioﬁa
hy the 31lst @areh, uhaa the office will zamain elaaad to public
563 declare the exact numbey OF galiaxea issued during the year
by the atterncon of lat April. | |

5) Poxrsons reapgﬁaible for introduction of @bliexﬂs'whieh
lapae bnﬁﬁre acquiring @&iﬂ up or murranaam value sh@ulé ba anked

o givm proper explanatiun for the some.

The m@nthwwiaa vagiance in proposals and sum &aauraﬁ
(aeeexdinﬁ to sum sapured) reflacts the same state of affairs

(?le@ IlEuéB ¢

Lapsation of Buginess

if premiums under life insuraunce policy ane‘yaiﬁ for a
spxcifiod period spd then discontiouwed, ap lmwediste cash paymont,
. ealisd the Zurrender Valus, is aveilable under the policy.
-.‘ﬁiﬁevnntivaly. the policy can e &haﬁged,int@'uhaﬁfin3ca11a&vpaiﬁ
_up policy under which po further premiuns are payshle, ‘and a

e
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reduced sumz assured is available at the same time and o the
same terms and conditions, as the original sum assuxed. Policies
issued by>tha LIC anguire a paid-up value after two years’
premiums have Desen Qaié. they acquira surzendet velue afier the
péymgut of uo yaags‘premiums o ana-ﬁénth of the numer of
instalment premiums originally 8t£$ﬁlatﬂﬂ {aubject to & miuiﬁa@
of one ysar's pxamium). it pxamiumu are diueantinuad hnferg tha
palicy—h@ldsr becoves antiﬁlea to & paidpuy poliey or the
aurrand@x value,he gets ne heuefi& iﬁvalv&mg eash payaant aikher

imwaﬂiateiy or later.

The LIC describes all gﬁi&@ies undey which premiums
‘have been discontinued as “lapsed®, whers the policy has not -
acquired a paid up valus the entize sum amsured is taken as
lapsed. Whore the policy has agguired the paid-up value the
difference between the origivel Sum Assured and paid«up value
is taken as the aum»laﬁsaﬂ. The term 'lapss’® hos not been clearly
defined in the Insurance Act, 1938. However Secticn 113{2) refers
£o *loppes’® and says = To... policy which has acguired a auér@nﬂer.
walue shall not lapse by zZeason of non peyoment of furtcher premivns
but shall be kept alive to the extent OFf the pald-up gun dssurede.

) o
L R 2 )

_ although the data relating to lapsss 0f policies aftez
the payment of first ipstalmont of premium to new buasinoss for
recent years are not avsilable, we cen well imzgine the degree

£ lapoation afber paywent ©F the first premium. On the bagis of
an lnvestigation wade Ly the Corporation in the mid-sixtdies.
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Agcording to this investigatiocn which included the period

19859 to 1965-66, 15 to 24 per cent of the new pcligias, in the
naw business the Corporstion secured only one instalment of
premium. The paf@antagegbansd on Sum Assured shoved an increase

from 18 in 1959 to 23 in 1961, and thazeaitex daeraased to 15

R t-ﬂ&n 1955‘66'

according to a Senior Cfficer of the Cbrﬁﬁrati@n one of
the factors eantribating to such lapzes ig -« “apuxiaua buainans
that is to say, the yxag@aaxa which are inkraﬂnced and completed
without any real pale having been nade and purely with a view ¢o
obtain scme advantage or other for the agent or the development
cfficer. Pyractically all paxici@a lapsad aftex the pasywent of

first premium might be of this catagary.g“

The data in the apnual reports of the Corporation is
given ip such a way that it is difficult to caloulate the
percentage of lapges after peywent of first premium foy the

- Years undey present study.

High laﬁaaﬁiuﬁ in the 1ife insurance business is the
indigatoy of unsatisfactory and deplorable sexvice., 90 reducge
the ratio éf the lépaatian‘was ope of the main reasons b@hina
fth@ nationalisation of the life ionsurance business,as the lnpgg
ratio in the prawnaaimﬁalisati@n périaﬂ was guite high due to

fierce competitions amongst the private insurers.

J. Roport of the Committes of Baguiry intoe The ﬁmpen&as ni the
LIg, 1%&9. razxt I, Bo 283,

2. hs guoted in Movarks Committee Roport, 1969, Zazt I, p. 2484.
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Aecording €0 the Corporxation the lapses vary from region
e reglion due to difieorvences in the literscy stundards end
scononic factors. This may be partially correct but in ocur opinion
poor menagement moans poor bueiness and therefore, high lapses.
The c&rgaratien~alse.guts_ﬁazwaxﬁ‘an:qygumsmg.thagltha lagsm
- ratios in the case of divisions whiah=pseﬁam&ﬁantly garal é?é
‘higher then in other diviaiongs’ %h@ cwzgaxatxmﬁ ﬁuxﬁhax states
that perhapa th@ most important reeson Low 1&@&#& ig hh@ &ahasia—
'Xatx@n in the eﬁ@%@mﬁc canﬁitian of ‘the c@mntxy. This srgusest of
‘ﬁ&ha ﬂarmmzaﬁian aannut he aecoptad 58 there haﬁ ha@n a eﬂnginueus
inerma@@ An the %@t‘ﬁaﬁx@n&l Income and per capita income &F th@

'cann%ry ﬁuring the iLast é@@ﬁ@bc :

while ac@h@mikng on taa aiﬁh lapsation aﬁ LI p@lici@s.
the Hational Yedeoration @ﬁ Insurange Fi@l@ w@r&exa of India

{EFIEHI) ﬁy;meé,

“LIC bas begome a PLUS~MINUS BUSINGSS FIGURR CORPORATION.
In their mistaken aéél gm’&haw to the Governwent or to
the Parliament or the public at large the nake=believe
Lled the

sucCess mf.the'gxé; the managameﬁﬁ has conps:
Development Of£ficers to procure more and soFe business
snyhow and somehow. Buge lapsation of business haa,
therefore, been the natural @uteama 0f forced pale of
business in the market. aezvieé conditions of the
@@V@i@pm@mt Cfficors ore &89 doviged that they are com=
pelied te bring in business of doubtful guality in order

to juatify (as the managemsnt puts it) em@iam@ata.“l

1 As Qu@t@-‘ﬁ ,ix‘ AGR-G. R@mﬁta , 33253. gtox ', Dp 5586
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The Corporaticn®s astitude to procure the business anyhow
or somshow cannob bes supported. This seflects the lack of
effeactive business planniog of &hé managessnit. The plenping of
the new businese shouid be framed in such a way that the tavget

is not unduly high and unrealistic.

It secmxs that th&-ﬁ@r@ﬂr&ﬁi@h has not ade any'aeri@u&'
endeavour to arzest the high leapze vatio, which is in large |
neasurs due Lo the inéffiéiént and 1no£feﬁt£v§ scllinge. The re-
orgapization of the Agency Force ©f the @@fﬁ%x&ti@n may solve
mony probless iveluding the high lapse ratioe. 5§ the Agency Porce
pursues the policyholders during the first two or three years of
getting thas policles an sutdmatic @oaciausuoas will be arousad
among the policy-holders and they will develop thedr intereat in
continuation of th@irApa&icieo. It iz obmerved that the wmanimum
pumber of lapsation takes place duwing the gzrly years &f the
policiez. Other possible causces for lapses, viz., delay in the
geduction and remittance of the premium of the salary sevings
schanme and errxors and delays an acgount of concentration of new
husiness in the clozing menths of calendsy and financial years
aﬁould be elisinated by an efficient and eﬁfecgive administration
having proper ceo-ordination with the offizes under sslary savings

gthens.

Loapese Ratio
The data pertaining ¢o nev business does not weke much

sense unless the guality of the business 15 also token into coy=
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sideration. The guality of the business can be examiged with
the help of lapee ratio i.e., the vatio of sus assured lapssd
iess sum agsured Yeceived in the vesr to zean busines:z in force
during the vear, In terms of pezégntage the Corporation has
éone viéll in this regazd as compared to two earlisr decades

in the post pationalisation period. Yhe average lsgEe ‘ratic
-m&ﬁ%éd botween 6 and 7 pex cant during almzst two decadee of
the post naticnalisation pcfiaﬁ.uhich has been brought down o
ubout 4.3 par cent On average during the dacade undexr reviev.

The net lapse ratlio of the Corporation is shown in Table IIr.5.

vndoubtedly, the Corporation has wmade a bresk through

 in arresting the net lapse ratio, yet much swore has to he done

in this conuection. Tg@llapae racio of the cwryératieg iz often
compared with the lapee ratios of erstwhile insurers in the
private sector. This cempatiaisn dogs not appacr L0 he proper
bacause in the pr@nnatieﬁalisatiua gva thers were nunerous
companien aarryin@ Life imﬁuranca}huaineaa and there was cut-
theaat competition for capturing the business which led to affect
the qualityt of businoss. Soxides there were sowe very saall un-
organisaed life insurers which affected the average more adversely.
vven 1f we compare the present lapse ratio with soom of the
efficient life insurers aﬁ‘prernuﬁieﬁéiinatiwn period, we qome

%o the conclusion that thare iz nothing td be complagent on the
part of the Corporaticn keeping in view the monopolistic characterx

af the LiC.
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R ’ % ] e

(v (@ (n 4)  (5) (8)

197576 OuF TR 8.2 3.2 29.8
1976=77 - 0.9 8.7 et 2.9 3046
1977-78 0.9 1645 Tod 2.8 2746
1975-79 088 14,9 T S.4 2641
1579=80 Gol '-1.-3.5 _, Beld 3.1 253
1980m81 0.9 . 14w Be3 2 2640
193182 Oed 19,5 9.2 3.7 25.8
1982-83 Ged 1448 B - -
1*5‘&33—54 Oed 1444 - - -
198485 0.9 14.5 - -
1995-06 0.4 = - “- .

mmumnnwuﬂmmuumm“mmmmmmwmmmwummm“mm
Source: Compiled from LIf'a Annual Reportm and Accounta.
Nlote: Hoan daration is ithe rear of iapne m.,izwaz

£ year of Hew Dupinosn.



75

99

The main contention Of the LIC's managezent xeéar&ing
high lapse vatic in the past has been the increase in the price
lgvel which reduged the soving capacity of the people. But this
argurent does not hold good while keking dnto consideration the
decade of seventies. The price has risen sharply during this
pericd and at the same tiw@ the lapaa&ién ratic has shoved a
dounward tendency. Theraﬁera. iivking of the lapse vatio with
the price level dues not a@am to bo a sound logle. Actually hiqh
lapse ratio shows that the qnaliﬁy of business done is detexio-

rating.

comatimes, especially in the zecent years, the lapse ratio

of the LIC is boing compared with the lapse ratio of the foreign

1ife insuvers. But this comparison too is not realistic insurexs
in iadwshxially a@ynmuaﬁ gountries - eﬁﬁeaially the UK, and the
v,s.a.. calculate lapse ratio by includidgy the surrenders in the
category of lapsation vhereas the LIC does not GO 50. I the
surrenders of policies ave included in the category ©f Lapse,
the lapse ratio of the LIC will be still higher.

The xatio of total policies forjeited during 1975-76 to
ﬁheAtatal new policies issued during the yaar»was:ahcut 31 per
cont and that of sun apsuxed was 26 per cent. In abaolute terms
the total nsucber of policies issued durxing the yoar wvas 20.08
lakhs whersas the total number of policies forfeited during
the vear §.25 lakhs. %he'raﬁie of fozfeited ﬁaiieiea to newly

isau&d g@li@iep renained mope or leps the same during entire
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peried covered under our study. This indicates that the now
business of the Corporation was really less by that psr cebt.
This is ap injustice sgainat the innocent @m&i&y»ﬁ@&ﬁaﬁa whose
herd maxes earned sevings are misplaced due to forced selling.
a'vmry peculiar trend of the LIC's business is that almost hals
of its ba&inaaﬁea is é@n iﬂ ehe lask querﬁ@r aﬁ the year. This
imﬂi@aﬁ&a %hat ﬁ@ r@aeh th@ t@rﬁaﬁ ﬁmz the ymax th@ ﬁ&?@l@@m&ﬂt
officers and aroy of Agents are bDusy day am&-ai@ht Lo procurs
the business °®anyhou and sosehow' which in turn deteriorates the
quélity of the new Dusiness. Quantity and @maliey~h@&h cannolt go
side by side. this fact waz also p@im&ad out hy th@ B.ReCe in
tha yaax &96@.

another method of studying the phencmencn of lapses is to
tske the now business dovs ﬁ&wiag the particolar period and follow
it Quring the next few years, and sce that how much of itlapsed
under the same calendar veay, how much inwhe next and 30 on.
Sinca-iagmaz are heaviey during thé eorly life eﬁ‘pﬁliciea. 1a§ma
gotio caleulstion on the basis of first method without considering
the dﬁzati@n does not provide a reliable indsx of lapses from yoar
to yoar. Therefore, xapsaavcan best be studied by analysing lapees

2

according €0 duration.® The Table IIX.6 gives LIC'as duration-uwise

lapaos.

The figures in the above table confirm the presence of
pooy guality of business. On average 26 to 30 per cent of business
ascruaired during a particulsr year lapses within thres yeara®

Quration. The &ux&tz&n»wis@ %@ta& lappes of the wtesham and

L Repozt of the ﬁ.?.c.ﬂo Group oo LIC Administration, vai.zx.p.ﬁ
Serial Nunber 17.
2 This method has alzo besn used by the Controller ©Ff Insuranco.
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:%raem&wea af me Lopsen 4o Hean idfe Inmz‘&nce

Businoss in zﬁ‘mmm.

Hoe a:f Ff@l&» « Sum ammmvi Fammt&gas
sias Forfoie* ander Pop ~ — °
ted (in lﬁkha} folted p@l&d '

» vles (R, :

; arores} :

1975-76 6425 87689 5.4

Y%ﬁ’-’

LR IR I I S 3

1976=77 764 97279 53

1977-75 786 1030.59 Sed
197879 ,l §.§§fx . 972,98 4.6
1879-80 - 6416 S4T.31 . 3B
19B0-81  6.25 1010.39 58
198182 CesT 12140 4
1532533 T4 UBST 43 |
1953-54 .83 1645.95 48
1954-85 Coear - weses 42
1985-86  9.44 AW b

oo vyt p . [N

'ﬁam‘éds | Gﬂnpiltx% from LIC'e Annual

Repoits 2nd Acvousts,
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Horwich Union a8 early as 1950 were 12 per cont and § per cent
reay@etively. Thia indigates that the LIC has not bgen able
4o achieve even the standard maintained by some better managad

privete iogerera as back ag 35 y@aru.l

7o conclufdle cur discussion oo the lspeation, two recent

'judiciai decisiona made wi&ﬁinva.ﬁgan'eﬂ a'ferenighz:aebakﬁa B

our attention. Although these judicial dpcisions” 8xs not

‘divectly connected with'&he7la@®ati@n of ﬁhe LiGc's policies,

they have heariﬁg on tha jﬂﬁtifiahility @f 1apaa@iens &n@@xﬁimg

o ﬁuﬂgamanta @h@ cauxﬁ @al¢eﬁ for ”ﬁale&imn of the patni@ieua
forfoiture claus@ From maviug sch@maaﬂz of %h@ Liia Inmuranee

' @erz@zaﬁion of xnﬁia.

in anathar lega& ﬁae&sinn. the city Civil Court OF. Ahmge
éabad vrdered the Life an@uxane@ Coyporaticn @f Xnéxa o rgz&n@

| premiums with iatares& on ﬁwa lagsaﬁ geliaies t@ a hnusamafe.

The cmuw& relied @ﬁ t%a Fx@visiana OF. S&ﬁ&ieﬂ 65 @t the

_Xn@ian @cn%ract Aet Lo &é@i&@ wk@thar &h@ ama&gﬁ f@sﬁsiﬁeﬂ zar

aenwgayment of @remium uaa 1@9&1. and held that when the

,eeﬁtxa@a baconss void, the p@rama whe ham received any advantage

iz bound to restore to the other yazty.z

‘i shukls and Srivastava: Lifs Insurance Corporation - A study

of ite Life Insurance Businexss Indian Journal of cemmarce.
vl e REILX. 53%»: Lo HGe ‘?3‘ Be 42e

2 The Pelegeaph, Caloubtta, 28th Japuary, 1987, mditorial Comwnt

on Suprome Courd Judgesient in the Peerless General Finance &
Xngeﬁtmant Company Ltd under tﬁa caption “Peerless Wine a
PO ﬂtu

3 The ?alegraph. @al@ut&&. Pebxuary 2, 1587, p. 1. F’ )%
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| The above two judiciel décisione should act as an eye
mperatﬁr o the @@f@éﬁiﬁi%ﬁ o bave a-s@e@mﬁ thaﬁ@ha.an»ita
9@aaeni lapsation policy. The lapsation o @aziﬂy ghould e

rooviented in the interest of the general massos.

COMPLARNTS

$iﬁ@é.*ﬁé één@liéhiv””@rpsﬁati@ﬂ iu a@t rendering. aa&i&-
fﬁmﬁtery uervieea ﬁm p@liayhelﬁexs. wer pzmga@w t@ amalyae COTi=
pladnts ace@réing‘tm &hoir natuxa on ?n@ baaia aﬁ ﬁat& givea in
“_hamaual repart, The eﬁt*rm vsmylainkw haVﬂ been ﬂivideﬁ into
- geven bxmaﬁ categories for the gurpaae of our study. They are =
clainms (both maturity and death), commiasion, p:emiﬁm recaiptu.
nev business, loans and sarrénﬁaﬁa,.transfar.af'r@d@rds‘ama other

p@liayhélﬁgxarsarviaiagiiﬁ¢3.s.} functicns.

. . It is observed that ‘the hi@ha&ﬁ'petﬁaﬁ&éq&'éflthé come
plaints are lodged for the settlement of alaims.'Tﬁﬁ percent age
of complaints in rocpect of clgiume ¢to total complaints ranged
betueen 31 per cent and 43 per cent during the years under review.
%h@ré haa been a remarkable ﬁail-in the nunbar of complaints in
ébsélﬁt@ terms éuxing the same pericd. The total number of come
plaints &uniag 1975=76 vas 18,189 which ceme down to 8372 in the
yosr 1985-86. Of course, it is very difficult to know the axact
numter of complaints ferwarﬁaﬁ ) ﬁ@ntxal ﬁffiae in somboy from
varicus branches, ﬁxviﬂienal and zonal offices. ﬁawaver)it is
gratifying to nole that the corporation haﬁ'ta&&n a punber of
positive steps to reduce the nunber of cam9&ainta at the different

level ©f its organaaatxgm.
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During 197576 the Corporaticn appointed iiaiaon Qfficers
in the three metropolitan gities (Bombay, Delhi and Madras) to
render spot service to policyhclders and agents. This service
was extanégé‘to gix more Divisional Centres, viz., Coloutta,
Patna, Varanasi, Hyderabad, Bangalore and ahaedabad during the
yoor 1876-77. The public is invited to air its grievances before
them. In addition, special arranga&ﬁats have been made at the

vivisional Centres for expeditbhuns disposal of complaints.

The Pra Sezhiyan Committes enniﬁa working of the LIC
ébagrvad. “?héugh the pxaée&ure laid doewn for dealing with the
complaints are gensrally aatisf&ctﬁzf.'in actual practice they
are not proving effective. The committee reécmmenda that the
1IC should find out the reassos for this and take appropriate
ateps to ger the existing wachivery is mada @!fective."l The
gemmittse further recommonded, ... the LIC should pursue its
policy of dacentralisation of sexwvlicing functions to Branch
Offices and ensure full coversge Of all mofuasils and City Branch

Offices with a time bhond proqrammeoﬂz

In pursuance of the above cbservations and recomuendstions
of the committese ithere has bean & remarkable change in the
procedure of dealing with the compl&infa. Many functions raléting
to PiS performed by Divisional offices have been demcantralised
to Branch 0ffices %hus,takinq service to door atep of the policy-
holderse. T&ia would‘enibia the b@tter services to the policyholderas

1 EBra Seghivan Committee on the working of the LIC, 1980, serial
1io. 47 of swmary & conelusion of the Report.

2 Ibiﬁo Eerial HNO. 5€.



105

in the form of prompt replies to theirquieries, disbursement of
loan, payment of survival benefits eotc. The Corporation has been
brought under the juriadiction of Central Vigilance Commission

from Septemtexr 1568

During Lgésuaa. out of the total 554 vigilance complaints,
128 c@ﬁpiégnts wére closed during éhavyear. theve being no prima
fagcio case. In Eeﬁ@ﬁét 6f_tw§ complainte of 2 employveos wers
eriainally prosecutad and as raqa§d5A7 eﬁhqgfaomglainta 8 waployees
waxé'invalvaé'gll wvarae issued a warcing/Censur. Under 74 complaints
concarning 118 emg&oy&es.~diaaip}inary proceedings wars initiated
during the vear. As at the close of the year, 343 vigllance conm=
plaints wvere hn&er investigation,. |

cut df total 226 césea of disciplinary pz@cégﬁinga. 1avalv-
ing 228 employees, 2¢ cases {102 employees) were dispossd of during
the yeaxy atter imposing apﬁropriate pénalti@a..?he renaining 126
cagea (180 gwployééa).whichvinelﬁd@d 15 criminal cases (15 employ-
eo8) wers ponding as op 3lat lMarch 1986. The vigilmnce Department
also dealt with 347 camplaints having a vigilance angle agaionst
insurance agents, madical exsminers, claimants and others. Hature-
wiza coxplaints received at the centkal office Guring years under
reviev (187576 - 1985-8€) have been given with their respsctive
percentage to total complaints in Table III.7. | |

It ias mors than likely that all paraon&nwho are dissatisfied
do not put down their complaints in writing and the nusbar of come
plaints with the Coxporation, cannot, thersfore be considered

reliables yet when we see that total nycber of complalntes received



TABLE 111.7

Nature~wise Analysie of Complaintas received at the Central Office
during the year., !

D -— e e M e e e — e e e e e e e e e e e e e e e e e A e o e o= e = e e

NATURE or COMPIAINTS (Naturo of Compfaints) ' TOTAL Complainte per

{ sasion + Receipts Busiw of re- other nunber of poli-

,

Claius "Commi-' Premium ' New ,Ipana & :ATbanEIor Mwc, ¥, : thousand mean
- + etce ! neas * Surren- i cords | PHS Fun '
L

. cies in force.
_ ' ' \ ders 4 , Otions .
5708 2483 4177 712 2,189 1611 1309 18189 0.94

1976-17
1977-18
1978-79
1979-80
1980-81
1581-82
1982-83
1983-84

1984-35

(31.4) (13.6) (23.,0) (3,9) (12,0) " -(8.9) (7.2) (100)

3948 1731 2462 545 1674 940 919 12219 0.61
(32.3) (14.2) (20.1) (4.5) (13.7) (7.7) (7.5) (100)
2387 998 1272 458 1545 564 594 7818 0.38
(30.5)  (12.8) - (16.3) (5.9)  (19.8)  (7:2)  (7.5) (100)
3379 1280 1425 . 689 1639 610 802 9824 0.47
(34.3) (13.0)  (13.5) (7.0) (16.8)  (6.2) (8.2) (100)
3928 1272 1390 606 1591 738 835 10360 0.48
(37.9)  (12.3)  (13.4) (5.8)  (15.4)  (7.1)  (8.1) (100)
4349 1183 1467 813 “1620 822 857 11111 0.49

(39.1)  (10.7)  (13.2) (7.3)  (14.6)  (7.4)  (7.7)  (900)

4948 1051 14717 708 1555 836 770 - 11345 0.49
(43.6) (9.3) (13.0) (6.3) {13.7) (7.3) (6.8) (100)

3915 9717 1393 555 1317 872 682 9711 0.37

(40.3) (10.1)  (14.3) (5.7) (13.6) (9+<0) (7.0) (100)

3862 1061 1251 437 1058 833 780 9282 10449

(41.6) (11.4)  (13.5) (4.7) (11.4) (9.0) (8.4) (100)

3568 1059 1164 378 942 B89 749 8721 0.40

(40.9) {12.2)  (13.3)° (4.3) (10.8) (9.9) (8.6) (100)

3443 1056 1065 37 867 879 681 8,372 0.31 )

(41.1) (12.6) (12.7) (4.4) (10.4) (10.5) (8.3) (100)

Source: Compiled frow LIC'S Annural Reporte and Accounts.

Note: Pigures in the brackets indicate percentages to total complaints.

301
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by the central office éuzing the yéar 1985«8¢ was only 8372
28 against the total number of pelicies 1o £6t9a about 2.65
crores. We are inclined to take the viaw &hat. even if the
actual number Of camplaiaaa-had been somsvwhat laxrger than the
puer received %y‘the Corporation, the pesition is not very

unsatisfactorye.

Claima Zettloment Operations _

Qﬁ?ck and prompt gettliemeat of inesurance clalms by the
insurers is a part of security Given té-the igaurer. if the
clalrs are not pald promptly the co&capt of complete security
lopes its‘maanimq. Thiz sgens to have happgped actualiy in
pra¢ﬁic@.4?har§ are bumerous cocmplaints of delays in payment of
elaims. I a eountry liks India vheore there is a high pexcesntage
of illiteracy, complaints are probably meds by a fractions of
@au@le who have feal grounds for complainte. %h@ sufferings of
thm laxge nunber of the paopls by delays in payuent of elaims
can well be imsgined. Settlement of ciaams is a poing on which
the Corporation is oftepn eriticised by the pollicyholders. It may
be noted that every yedr the LIC is ingreasingly writing back
outstanding and unclaimed old élaiés by death and maturity,.
Dyring 19@&~aa the amount of such written back claims were move
than double of written back claims in 1%80-Bl and sioce then
there has been an abnormal rise in éutwuanéinq claims written

back (Table I11.8).
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1976-77  2.80 BEERT e
197778 B R .77
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a979-80 %25 1.6 1.79.
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As custodian of public fund, LIC should try to trace
the clsimants rathexr than go for a @u&ck write back of such
claiies. In a country with mass illiteracy LIC should function
with syﬁpathy and davotion to return money $¢ them only teo
whom it ﬁalonga. Thap LIC hardly ci#as‘ga trace the claimants
is clear fxom the fact that roughly 40% to 50X amount wiitten
back during the year is offeet by éha way of written back
prev&ausly but paid durling the yesr. Even when LIC is unzble
to trace the claimants, ﬁnelaimea sums should bLe traneferred
+o an aarmarhqd account and'ahown on the lisbilities side of
the balance sheet. The LIC Ahoula be asked to credit ah interest
on this sum feﬁ its use. After expiry of § years or so it should
either bDe transferresd to government for welfare activities or
should be distributed anongst the policyheolders as a sgecial
bonus. In no case such amount should be allowed to ratazined as

income of the Corporatiocmne.

A sample stu&yfcondﬁcte& 3y€h@ inspecting OfLficers of the
LIC as carly 1966-67 revealed that JI6i the maturity claims were
settled in tiwe and the remainder tock an avar&ga time of 96 days.
Oout of the daathlclaims ondly 3% were paid within a minth of the
intimaticn and the remailning claims took an aversge perisd of

i The AfCeo's rocommandation in this

153 days to 343 days.
comunection was “the &&léy caused by the administrative procedures

should be eliwinated by making the procedures simple and under—

1 A.R.Ce ¢ Repert of the working group of Life Insurance Admiais-
tzaticm. 196{)’ Pe 37.
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ct:andcblo nnd providing maximum aewicn to wlieyhol&er '
-1
pnuonnly at their door."‘

The vietu esproucd by the Life Innuiance kqefm._' Federa~-
tion in caxiueceion with the jnttlonb:ati of ciaims are cjniha
1ntozestz1ng. According ﬁu F@doza‘ﬁi@n. ®enes Clains must De
ut,t:led on the date of mturiuy or with olactxie speed aftor
'-doath. Efficiency in this regard decides the future inflow of
1n-uzancea“ the Federation furtbor aédnd.“ w- chuge the LIC
‘vlth the zespennibiuty for lovering its pront:lge by its witch-
‘hum.-. m xonpceu of ‘premature ciaims or is it p:taaeum dea!:h:'z
chm :ae‘tztllement‘ oporai:;.ox?n_ have been shown in Table III .:9,.

"V‘r'ha clains utt:lemx}f: epétatima. as evidﬁiit: from the
above tableos, have ahcun an wrwmnh. The lmunt, paid by the
ch tovatdn !:he settlcmant of claims in the t!.z:ct twa years
'eatcuded t:ba total amount Of elaim intimataé dusing thoce years.
Houever. the aame u'end ‘did not cont:inue dur.inq ﬁha mxt foux
years. 'rzm sitnai:i«m ahoud a sd.gn oﬁ imrwemnt during 1981-82 .
but the sano could not ke mlintaimsd in 1962-83 and 1983-84.
During the lut two years cilaim sottled oxccndad clains intimated
during the ynt. on thu oﬂwr hanﬂ. the outahandiuq claize = both

,':.m tom of m.unher as: wol.l. as amount showed an ummrd tendency

31 1bte.

2 Memorandum of the Life Insurance. -Agents’ Faaoutimx t:o Adminu- :
tntiva Reforms camiuian 1368, p. 37.



R

GLATIE G 31;‘%’?‘%“"% X m@msﬁmnrwg-

t & ]
Taap zz’m sf . E?oe a:r ‘gﬂt&& m@ﬁmﬂ Ixa. @1’ . m%atanﬁa
Tea? - guistonde elains, Sunbor né pettlef ) outstand-, ing olaiae
e Mee ol Intie &inmm», durdig , ing clnivng oo % of
vion &% ° mated * hie aw». * ¢the yoar a% the : disposadle
‘ohe bogle ﬁm*mg' ine {m ! inclulle® and @f @amms
.- 'maing of ' the *. :’mkkm} mg aiesd yeay {in :
. "%s?w Fery* yggﬁh( = 'g?éﬁ wgizg .bm.%m; .
: gyt n bz o :
iil}. l@ﬁgi % (3 E ! E; 5

is) 1 (33 €3§ (&3 (53 (a)' o (?)

uuamqmu-dwmm&umuwmmuﬁmwmmwwmuwmmmmﬂwmwmw

“1§?§m?s;_ﬁ 1,08 5.2  6.29  5.46 @.asﬁj}'.;xﬁpaﬂn;

-

1976477 . 0.83 541 Ga28 567 061 978
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'_ 1373,.?;9 0,83 6491 9.8 et 103 . 1331
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19a1-82 192 998 10.90 . 9.3 1.5 13,85
198283 .51 10,25 11480 10,35 1.¢§‘ .' 12,29
192388 1,45  11.55 15,00 . 1.4 .54 11.85
1994285 . 1,56 15.94 18,68 15445 122 8.
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,dnrind'tha entire pericd of study except 1976-77 ;nafxsas-ae
(Table 131.10). | |

- Though the ainponul af’Outﬁtunding clains has.-howevcr;
| ihown'an'iup:o@emanﬁ a 1oglis t0 be done in this connection iﬁ
the LIC hae to’icqu;ze é zeputggian among the masses. The cuts~
tanﬁinﬁ yate ha'vheon brought deun tova reasonable percentage .
(5.75%) in terms of nunber and 4.?% in terms of value) in the
case ol maturity claims but the peuitiOn hasnnot’ 8o much improved
with regard to the -cttlamant oz death claime (1985*86 rate being
18.6% in terms of nusber of clnima ana 22.8% of the total amount
claimed).

' No donbt. there are practical ditzieulties &n stktlemenh
of dnathiclaima but such claims rep:aqent dire nacooaigy angd -
should be settled expeditiously. Nothing would contribute more
ettcctiv@ly in corporxate image building than prompt dnd’sympahhe-
" tie diaposal of death claims. The published figures enable us to
go decper into settlement of claims as it discloses bresk up of
dolay periad. As shown in mahle 211.11 thor@ is a deﬁinita trend
tcuardn 1apxovement. In recent years more than 50% of maturity
claims are being ;ettladvinleos than 3 months, and this percen«
t#ge 13.0n a conaistenh_increino.‘aa against 40.37% during
1575-76.‘Tha percentaqe oz cases settled after more than 2 yeaxs |

1985-86. The trend in nuzber of noxicics aattlad is sgually



TABLE 1XI.10

A . - N ‘- gtatment Showing Outs'tandi_n‘s clgimé

-—‘——-—'— —————————————————— —————'--———-—---- ————— - e e w— e D
. Year ? Percentage of Outstanding Cleius at <he end of Pinancial Year to alaimgs Payable
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(1) (2) (3) (4) (5) (6) (70
1975-76 29.28 .64 10,44 - 801 . 13.28 ° 14,70
97617 2422 21405 6.87 5476 S 94 L 12,14,
1977-78 . 25.46 - L 27.92 9.74 7489 12.04 13.50
1978-79 28.11 ' 29.22 . - 11,03 7458 13,33 13446
197980 28.68 .56 - 12,03 9.37 14.27 15.15
" "1980-81 130,86 ) 32,18 ° 17,42 13461 18.80 18449
1981-82 - 26.61 28.31 12,23 .« 9.66 13.85 14,35
1982-83 22,93 25.29 11,06 9.30 12.30 ‘ 13.06
1983-84 23.24 . 25.92 10,66 °  B.88 11.86 12.64
1984-85 20.48 2634 7.15 6469 8.29 - 10.29
1985-86 1860 22.60 5.5 4,70 - 6486 - 8436
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-Bource: -Complied from LIC's Annual Reports and Accounts
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More than 3 momths  17.04  18.468 21.22 15,76  16.00 16,71
but lees then g ST : L .
6 monthe

Moro then & Eeﬁ%ha 11¢34.. 19.5% 10,54 10.81 16.21  11.62
bud iess than 1 vaar o . o L R -

 Hops than 1 rasy 1.4 10.%} - ?-4%; : 3933 ‘7032’?: 7.92
but iess then 2 years | o
Move than 2 yenrs . el? 797 5.82 6443 5,08 4,95
Lﬁ%&l (Absolute 125 "ﬁoéﬁf' 7B 410313791 29,74
tigares) (lakie) (Lekhe) (lakhe) (2rores)(Crores) Crorem)

Baath Clemic: | R o
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Hors thon 3 momthe 14.80  16.52 .?5-§ﬂ 14452 14451 14.52
but less them ' : S

¢ montha , | o . _
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applicable to amount for which claims were setiled.

The perc@ntagé of Geath claims settled in less than 3

. months did not improve muéh during 1975-76 and l983-84. Subseguen-
tly, however,it has shown sign of marked improvement. In terma of
sum agsured position was more encouraging. As agsiuost only 37.56%
of claims settled in 197576, during 1985-86 the parcentage rose
to 47.65. The percentage of claimg téhing more than 2 years for
aatﬁlament presented & ﬂiet;rbiné sign ag relatively =ore cases
reguire such unduly lang-tiée. { buring 1975<76 such Ccoses cons=~
tituted 9.62% of death claims as against 10.58% to 13.84% in the

reCent yoars }

Batween &Qaﬁh claime and maturity clzins the former take
lenger time in sattlement anérthis‘is understandable as LIC has
to be pore eautiana_in dispoaing such claimp whereas heirs are
leos seguipped tO waet the £aémaiiﬁies, Srounds of humanity and
mo:ality'rmquize apemdiéat disgposal of doath claims. And it is
in this context that one should nppr@ciasﬁ;aaminiatratiie Retorins
Commission which suggested thet the maturity claims should be
paid eyt on the date of maturity ond the death élaimﬁ within a

vweek of the intimation of the death of a policyholder.

The Corporation has, hopefully, made & break-through in
zoaducing the oustanding claims in recent years. Some Of the
steps taken to reduce percentage ©f cutstanding clains dessrve

appreciation. It has set targets for settlement of claims for
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all pivisional cffices On appropriate coriteris. Competitions

are floated and the wmeritoriocus Divisions are racdgaiﬂeﬂ by
avarding “shieldas" for their performance. In addition, operating
T offices are graded as A, B, C or D depending on their performance
and their grados are inéexnally circulated. Thus & spirit of
healthy competition haa.huen fostered among LIC's Offices in
rendering services o poliéyhaldars eapecially clajims settlement.
Internal procedures, including record keeping and information
systonmg have been streamlined, Décentraliaahion of claims sottle~
mant to branch offices is yet ancther majer factor contributing

improvement in the claims settlement.
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