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CHAPTER - V

POSTAL LIFP IHSURANCE (PLI) AS An RLTPREATE IHSURANCE AGENCY

The fostal Life Insurance (PLI} was introducsd by the

Government of India on Fsbruary 1, 1884 as & walfare measure

iy e et

for poatalAan@leyeea. The scheme was later axtended to the
enployees ©f Telegraph Department and in courase of time it

wvas also extended to variaﬁn dapartoents bﬁ the Cove. Of India.
This process of extension continued over the years and presently,
apaxrt from thg.amplayoes of the eémtral and State Governments,
smployees of local bodies, goveromsnt aided educational institu~
tions, universities, Reserve Bank of India, State Bank of India
and its subsidiaries, nationalised banks, sutonomous bodies and
exployees of public sector undertakings arxe eligible for the
banefits of PLI.

The distinctive features of the PLI may briefly be

mentioned as f@ll@walx

i) The premiums ﬁay be deducted at source £rom the salary
sccording to will of ths insurants. If the presmiums are not
daducted at scurce, the same may be pald in any pomst office. &
‘Qxemium Recaipt Book is supplied to every policyheolder in whieh

all payments of premiuvs are recorded.

ii) waiver off premium payments, in the case of whole-life

policies, after aﬁtainmant of the age of BO years or after pay-

1 Booklet on Postal Lifs Insurance for the Guidance of Post
Office staff, published by the Director General, Department
of Posts, Teachexrs® Book Stall, Calcutta, pp 1=-2.
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ment of premia for full 3% years whichever is later.

1ii) There is no difference £n the rates of premium

" according to sex ang occgupationy premiuss for all the insurants

are uniform,

iv) FPhysically handicapped persons are elig&blo €0 take

PLI policy upto Re.l0,000 vithout any extza premium,

. w) Whole-Life policy may be ¢onvertod into Endowmant

”ﬁisuranéw rPolicy.

vi) & policy taken under PLI does not lapse on account of
non-paysent of premium on agcount of non drawal of pay due o -

circumstances beyond an insurant's contxel.

We cannot ¢ompare the performance of LIC with that of

the PLI ib the spheres like volume of business, inveatment

pattesn, etc., since the former is ton big an organigation of -
sonolithic and monopbliaztic character engaged in mobilisation

of savings 0 be compared with pPostal Life Insurance whose area

of operation is liwmited to & particular claszs of salary esrning

'pepulation. On the other hand, the ares of operation of LIC is

thie entirve insuring populaticn of India anﬂﬁuhwomd..

However, premium rates of insurance policies and rate
of Lonus declered ﬁy the LIC and PLI may easily e compared.
PLI doss not have large varieties of insurance schenes like
the LIC. Thexe 2re only four assursnce schemes carried on by

the PLI, nawely, (i) Whole~Life Insurance, (ii) Pndowment
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Assurance, {iii) Convertible whole-Life Assurances and (iv)
Anticipated Endowment Assurance. All these schemes are also
carried by the LIC., Thorefore, we, propose to compare -
thess schemes individumlly and at different age yroups and
for different terms. Another aspsct which may alu@_ba well
coupared is the rate éﬁ beous declaved by LIiC and PLI 0 their

respective policyholders.

whole=Life Insurance

The prosent rate of premium on whole~life limited assur-~
ance policy (with profit) is in force in respect of the LIC
since 1981 whersas the same is effective from Cotober, 1983 in
case of PLI. The compaxative annual premium rates of these two
insurers for the assurance of W8.10G0/« have been presented in
& table (Table V.1).

It is obssrved that the rate of annual pﬁamium is guite
highoerx in the Lle‘than the PLI. The variance becomes wider
- with the increase in the age of entry. I£f a man takes a Whole-
Life Limited insurance policy of LIC for & term of 50 years for
Re.1000/- he will have to pay an extra premium of R$.475 in
compacvison €O the toﬁal premium payables undex PLI. The variance
between annuel premium of LIC and PLI for a sum assured oOf Rs.
1,900 ranged betwsen RE.3.9% and Re.4.75 £for ¢he terms of 30
years and 50 years reapectively. The average premiﬁm rate at

an entry age of 20 for 30 to 50 yaéra terxms 48 25 per cent
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: highqr in the mc than in PLI.

m h fur&hm: observed tha.e the loweat is the term of
insurance under whole~life limited insursnce, the laxgest is

the difference in the rate of pmmium.

The difference in annual pmﬂ.’m batween LIC and PLI
at the entxy age of 50 years for 5 years texm is the widest ~
R8.18.65 per n-.l.ooe sum assured. In total he has to pay Rse
92.25 moxe te the LIC than as compared to thg PLL. This variance
\:3.11 be M:il.l higher if we take into uoxaci&eratim the PLI

vebate on advance payment of preniuns,.

endoument Assurance

A comparikson of premium rates under Eudowmzit: ARsurance
plan indicates a substantial difference. The variance is the
“”wfiiéhaae for the assurance plan of the lovwest teram. For inntanee.
if a man takes an ”andowment Mnuuam Policy from the 3IC at the
age of 25 for a sum of m.n..oc.ooo (The maximum limit of PLI)
for five years, he will have to pay an cxcxa amount of Rs.5,100
by way bﬂ preniuiss o the LIC: extra nmmim burden munﬁh.
1020 annually. Under Podowment Assurance Miey the aifference
45 the pr'emim#- rates vary betwecn Rs.8.55 and m#.e.aa pey ammum
#ﬂ: th@uaind sum agsurqa" io the age g::ouﬁ of 20 to 50 for 10 ',

years Endowmant term.

| It may, ti:iw. be concluded that Endowment Assurance in
PLI is cheaper than thet of the LIC: first the rate of premium
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is lower, secondly., PLI bonus rate is higher. The difference
between annual presmiun ©f LIC & PLI under Endowsment Assurance
&%ith pr@£ita) for sum assured Ra;igﬂﬁ has been shown in
Pable V.2. o

convertible vhola-Life Assurance

Convertible whole-Life Zssurance iz & plan of insurance
under which the insurant has two optione. Bither the policy can
be continued as & whola=life apeursnce plan or the sabs Can be

gonverted intc an Endowment plan subject to minisum £ive years

‘within vhich the policy cannot be converted into an endownent

plan. Fence, there are tue separste rates of premium. The first
rate is applicable in cage “the option is exercised ¢o convert
the policy inte Epdtwment Sgsurance® and the second rate is-
@pplié&ble if ¢he option iz nok enercised after five vears |
paynent of premiums. A comparative statement of annual presium
ﬁaynble under LIC énd PLY convertible whole=life assurance for
different age groups and differeunt terms have Lson showvn in

Tavie 'vicso

it is ébs&xve& that the diffeorence in the apnual p&@minm

payable under PLI and the LIC” Whole-life Convertible Assurance

ranged between H3.3.15 té RE.3.60 for a policyholder whe takes
the policy at the age of 20 for terms of 30 to 40 ysers. The
rate of LIC premium is higher than under PLI policy. On average
the rate of premium charged by the LIC is about 12 per cent

higher than that charged by the PLI. The difference in the



TABLE V.1

DIFFERENCE BETWEEN ANNUAL PREMIUM OF L.I.C. & P.L.I FOR WHOLE-LIPE LIMITED
INSURANCE POLICY (WITH PROFITS) FOR SPECIFIED TERMS FPOR THE ASSURANCE OF
Rs. 1000 TO BE PAID AT DEATH.

Age of "PTERN oF YEARS |
. .
Entry '5 10 15 20 25 30 35 40 45 50
. : Rse.p. Rs. Pe Rse. P Rse. ‘po RB. P. Rﬂpo Rse.D. Rse Do Rs. DP.- Rs. De.
(1) (2 (3 W) (5) (&) (1) (8) (9) ~ (19)  (11)
20 Lic 23,75 22.55 21,75  21.25 204,95
PLI 19.80 18,60 17.40 16.20 16420
25 LIC 28435 26,40 25,15 24,35 23.85
PLI 23,40 21.60 20.40 : 19.20
30 LIC 3530 31,80 29,70 28,40 27465
PLI 3000 2700 24.60 22,20
35 LIC 46.85 39,85 38405 32460
' PLI 40,80 34.20 30,00 26.40
40 LIC - 70,05 53.00 45,35 39 .20
PLI 62.40 46.20 ' 39,00 32,40
45 LIC 142,83 TB95 60430 52,15 48,10
PLI 125.40 70480 52.80 40,80
50 LIC 159.65 B89.35 69.20 60,75
PLY 141,00 83,40 52,20
Source: - Compiled from: (1) LIC'se Mannel for Agents, Vol.II, Eighth Edn,,Jan.,1981,
- Tables 5’ PPe 9"'13
. (II) A History of 100 years of service - Postal Life Insurance
#Bianks indicate non- published by Post-Master General (PLI Section);ﬂest Bengal,

existence of comparable plans, Circle, Calcutta, Pin 700012. TeT,

.

5
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TABLE Vo2 o
STATEMENT ‘SHOWING DIFFERENbE -BETWEEN ANNUAL PREMIUM FOR ENDOWMENT

ASSURANCE WITH PROFIT (LI¢ & PLI) OF Rs. 1000 AT THE ENv OF

_ SPEGIFIED TERMS OF YEARS OR AT DEATH, IF OCCURS EARLIER.

Age of

' TERN OF _YEARS
"Entry ) ' . o : ‘
P y 5 10 15 20 25 30 35 40
- . : Rsopo RSOP RS.HP. RS.P. RB.D. Rs.po " Ro. po Re.p.
(1) ‘ (2) (3) (4) (5) (6)  (7) - (8) (9)
20 1Ic 217.15 107.10 70,00  50.50  39.65 32.45 . 27.90 24,65
PRI - 100,80 65.40 - 47.40 37.20 30400 24,60 . 21.60
25 . LIc | 217.20 107.20 T0.15 50,80  40.10 - 33.10 ° 28,80 -
PLI | 207.00 100080 65.40  47.40  37.20 300,00 = 25,20 .
30 LIC 217,35 107.50 T0.65 . 51.50 41,05 34,40
~ PLI . 207.00 100480, 65.40 48,00 37.80 31.20
35 Llc 217,80 108.20 T1.65 = 52.85  42.75
BT  207.00 101.40 66,00 = 48,60 38,40
40 LIC 218460 109,45 73.35% 55,05
- PLI 207.00. 102,00 67.20 50,40
45 LIC 220,00 111.45 78,10
B % { 208,00 103.80 69.00
50 LIC 222,50 114,75
© PLI 210,60 106420

Sources: Compiled from

L

et inuicates non-existence of comparable plans.

(1) LIC*s Manual for Agents’ Vbl.II, Eighth Edn.,Jan., 1981,
Table 5, pp. 33=37, and :
(ii) A History of 100 years of service Postal Life Insurance - .

- Published by Post Master General (PLI Section) West Bengal

circle, Calcutta 700012, Tabls 1T,

o
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Annunli Premiun Payablie Under Jonvertible 4hela«u£fa'
Assuranes For An Assurance Of Ks. 1000 Payabls At -
Tioath {1f option of gonversion Inte Endowment Ap: mxamaa
is Fxeveimed, af%er L@mﬁsa%imn of 5 ?umrﬂﬁ.t

mmw»wammwm&um&-umwwm”mm»m

e o : C Freniuvm peyable AT%sr Pivet § vaar& iﬁ
4;368 0f ﬁg#m& ¢ gption iwm owovoinsed to convert tﬁa ;
- ’e Jhoiioy into endgwment mgeyesnge
i_ Prowium paymend aaaagﬂgvat ﬁnﬁ_?ﬁe of
;-‘ 50 gesre §9 years 60 years
_ _— Ffe Po : }iﬂa fe - Ema He
mq«ummwu;umsuwmwwmwnnvmwa&mémnhmmhhn»m_t
206 LI - 5TE5 31.26 0 26.90
- PR ,%4.2@ : 2760 L RBRGAN
2% mla - - 4
I 45.60 - 3480 27.60
B 6300 T 45400 o Bhego
35 me - 9940 64.25 4755
57 2 OFel0 69,80 . 48440

Soursest- (4§ 5I¢%s Hennuel For Agents, Vol.IX, Pighth
' : Bidtion, Sonunty,1981, Yabie 27, p. 2125,
(11} A Himtory of 100 yeors of Forvies - Pousial
'  Life Iusuranee, Pobilsbed Ty Postk nebay
‘Gheneval, Weat Dengal Cirche, 19684,
Goloubba 700 012, R B N
flotes ‘Gonvertitlie vhole-lifa poLi ay {wiih profite)
. can be dpsued to 2 peracn only uwwpho the age of
%% years in ozse of the LIQ ket the sawe san
be izened uplo the &g of 45 in the ?@@%&1 ui e
'Iﬁﬁufaﬁaa {FuT)a ‘
'a?  indioates nonsexistenze of sowperable plans.
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premium vate, if the policy iz teken &t the age of 3%, is of
gbout 4 per cobt.

Wow let us exsmine the difference in the preslum ratos
©f the LIC and PLI for vhole-Life Endowment Assurance Policy
if the option is not ewsrcised but the payment of premium
coaning ak the agse of 7@.ﬂ®na thing should be ucted hsre that .
the PLY doss not have any provieion £@: imsuing & &hole~hiﬁé
Convertible policy to the paTacne beyond the ags group of 35.'
whereas the same can be issued upto the age of 80 hy the LIC.
The variance in the premium rates of the LIC mnd PLi under this
type OFf policy ranges bstween Re.2.40 to 4.80 (annual premium
par thougand), for the age group of 20 to 35. It is interesting
to note that the rste of annual g@@miamvahaégea by the PLI if
the cption is not exar@iaﬁﬁ under Whole-Life Convertible policy
ie higher then the rate of premium charged by the LIC. This is
the only life assursnce policy of the PLI's total four assurance
plans where the rate of premium is higher than @h@'&&c‘a prempium
ratos. The differcnce betvween annuel prexiwn paysble under con-
vortible vhole=Life Assursnce {(LIC & PLI), if option is not

excisad is prosented in Toble V4.

dpticipated Fadowment Assurangs

anticipated Endownent Assuvance (or monsy back policy)
i8 the sscond mogt populay sssurance plan of the LIC. This
assurance plan e@nugiez sdeond poeition in the total new busi~

pess produced by the LIC year afier year, However, the PLI
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(1)

T A @ Henmual Tor Agents, vol.dl,
Bighth Biltion, Janunry, 1981,
Pabie 275 De2Ve .

(41) A History of 100 years of Fervioe
- Powbal Hife Insuranas, %»&i; éiagi;ez‘*
4

teneral, Veet Bepgal Civeie, fal. 12,

The osnvertibele whsloe<fife Acmuranas Polioy
(vd 3 profide) wder LIT 4o nod given tn the
persons egmeseding 39 yeoarg of age. .
Sindioaten noneoxistence of couparnile pian.



157

iotroduced this scheme only in the year 1984. The schene
provides full protection throughout its currency éaa aleo
ensures pevicdical flow of cash st regular intervalas. The
schewe operates in two termos (PLI) 15 yesrs term and 20 years
term. Therefore, we have detided to compare the premjum rates
of LIC & P&i for thess two terms only {(Teble V.5)..

| 'zt,ié obgerved that tha;ﬁ%ﬁ@‘@f the LIC presium in
respect of 15 and 20 years Anticipated Assurance policies is
guite higher than charged by tha%&ﬁz. The difference undex
15 yé&r& term ranged hetwoen Rp.4.35 to RB.7.65 for the age
gr@upslbatweea 20 and 45. The average extra promiuvm charged
hy the LIC for 15 yesars term is about 7 per cent higher than
that charged by the‘PLz._@he variance in the~p:@miam rates
for Eﬂ-years tern: 13 even h&éher. The Lxé'ﬁ avernge premium
rate is about 1l per cendt higher than that of ?Lz-égﬁmzﬁnyéax

LT,

UTI sp an Alternate Insurauce Agency

Upit Trust of India carried insurance buainsss under its
Unit Linked Insurange Plan, 1871 {ULIP) for 2 linited aucuni.
wLIP'is«a»umiqu@@ contractual plan mﬁfering'high'xﬁéurns.
maturity bonus, bife cover, tax rebate and accident cover. The
concractual pericd is 10 Qaaxa or 15 faaxa. The minimum and
maxdmumn amount of ULIE whxeﬁ a participant of the plan can go
for axve Eﬁ.ﬁﬁﬁ&faaé En.éﬁ;ﬁﬂa. Any Indisp between 16 and 45
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ANTIUIPATRY BRDOAIMIT
tatenent Showling the lifference bedween the I0's and PLI'g for
ﬁnm&a-ﬂremimmf&nc ﬁﬁ@ur&nw@ of Roe 1000 ab waburity or on
Denth, i eariier, Cg

Age of : 1% Yenr Torw ?aiigy ) 20 Yoear Tors Poiiocy
iy S nIe PRI DAfL. LIe P BILT,
: RoePe RGePe Ffo Pa  Fife Do Hile Do BBe Do

2 B2.,9% 78.60 438 65.15 595.40 575
25 8330 TBE0 4470 65470 59440 6430
30 84.08 79,20 4.8% BGe30  60GO0 6«20
35 85445 7980 T.65 6870 61,20 T o0
40 B7.8% B1.00 6485 7185 £3.60 Be25
45 99,65 8400 765 T64T0 = -

fouress: (1) LIT'm Hennual Tor Agonds, vol. IX,
Biohth NS sion, Janunmy, 1581,

Pabien § 74 and 79, Dpe T2=73,

[

(11) & nistory of 100 yesve of serviee -

Pootel fe Insurence, Pubiished

by Pout Bastor Gonersl, Went Sengal

, Girole (PLY Sestion), Osleutts 124
Hotes Thie is u conparison bDotween &zzﬁuﬁ.pzﬁ@&

Endowsent Ansuronse Pelisy of Postal Life
Insurence and Money Back Poliqy undoy
Tebres 72 & T3 02 the Hife Inpurance .
Sornoraticn of India.

¢t dnddonten nﬂm-&gie%snwﬁ 0f plotie

!.



159

vears of age can join this plan.

The participant can contribute hiu\tazget amount either
on helf-yeerly or on yearly basils sccording to his convenience.
Tha participant contributes a fixed sum (target amcunt) during
the £ixed pericd of (10 er 15 years) of saving. out ef the -
centributian of the pazeicimant. the UTI pays a small amaunt to

the Litm Insurance Corporation of India by way of premium. The

balance is invested in Units. The anoual dividend payable to
the participant is reinvested in Units which, in turn, earn a

dividend in future yaara.x

Comparative Analysis of Benefits Pavable to Policy-holdexs

under LIC, PLI & UEIP

“he compérative énalyais of the bsnefits payadble to
policyhalders for an Endowmént Assurance Policy under LIC, PLI
and Unit Linked Insurance Plan (ULIP) indicates that the ritg
of return on every rupees invested in the LIC's premium is the
lowast for all age onupu and for all the terms of years taken
into canaidératien. The most prgfitab;e investment i; ehe ULIP.
Por instance, if a person takes a policy at the age of 25 for
ten years for Rs.10,000 from the LIC and the PLI he gets an
amount of Rs.1%,200 at masturity whereas the smount receivable
under ULIP for the same age and ter: is Rs.18,024 at Lhe

maturity.

1 ULIP: A Booklet published as guidelines ©0 Agents by Unit
Trust of India, Bowxbay, 1987, ppe 1«2
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NOtwithstaﬁéing. the total amount receivable under PLY
and the LIC is enactly the same, the rate of veturn on avery
rupas invested by way of premium differs. The rate of return |
under PLI ié slightly higher than the rate of veturn on LIC's
policy. This variance is mainly due to the higher rate of
premium‘charqed by the me from ita policyhaldaxa in ¢comparison
to PLI. The rate of return on per rupee 9rem1um paid is xaupece
of ULIp 1: far greater than zeturn on par rupse LIC's premium

pﬂiﬁ ]

As the age of entry and texé of assurancs EoOves up the
difference in the rate of return on premiums paid on LIC and
v&ip policies alsé $OSs upe For en&ﬁpia. the raﬁe%gf returns
6n every rupee of premium paid dy an inaurbnt’takimg'ﬁblicy
at tche age of 25 for a term of 15 yearé are Re.l.8% (LIC) and
RE.2.48 {ULIP)e This indicates ¢he better ragagensnt of investi=
ble funds by the Unit Truat of India. In presont case the Unit
FTrust of India is paying 37.20 per cent more than the LIC in
addition to giving Zull life cover to its policyholders.

A ammgaratiVQ*yéqueia of heuafitm pnyable &o pcli@y-
hmlaars at the time of maturity along with rate wf return on
every Tupee premium paid under Bndowment Assurance for difforent
age groups and for different terms under LIC, PLI and ULIP has

been shown in a tzble (Table V.6).

It is observed that overall benafits payable Lo the
policyholders of different age groups and for two diffeorent
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terns in respect of LIC's Endowsent policies is alvays lower
than the benefits payabls under FLI and ULIP policies. The main
reason for this lower return seens to be the higher rate of
premium charged by t:l_se Lic and dcfacf::lvn policy ef its funds
management. The total premiums charged by the LIC from its
policyholders Qnﬁ.:‘ Endovment Assurances is always ﬁighon than

‘the sum assured. The excess of total premiums rises with the

increase in the age group of the ingurant. Total presiux
charged under PLI Sndowment policy is almost equal. tOo the sum ~
assured. Of course, somotimes, it is less than the amount of
sun u:uréd. Hovever, the picturs is ,,quit. different witii the
ULIP Endoumsnt Poiicy. But for the :&éeat: (1983-8‘7) announcenent
of raising rate of bonus by the LIC the bomﬂu'muhle to
wlicyheldém would Llave been even such lower than vhat ve are

calculating now.

' The LIC is complacent with its present performance mainly
because of its enormous army of agency force and due to its

‘ ﬁunalitbie' and monopolistic character. The nuxber of pmlpee:ﬂve'

péueyholdeu is almost mq;uqible who compares the benefits
under PLI and the ULIP. Had the ULIP andthe PLI an agency system
1ike that of the LIC, it would have been difficult task for the
latter to compete successfully. Hot tO speak of xural population
even among the urban educated class very vtw have knowledge
abeuﬁ the benefits of the PLI and ULIP.
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Not taking the advantage of policyholder's ignorance,

_the LIC should compare the benefits given by the UTI under

ULIP scheme with its oun and try o deliver the similar.

benefits to its policyholders. The LIC's bonuses at galloping

rates are appreciable. The Corporation should take a acre .
pragmatic approach to reduce premius xates to make the social |
noen:ity éewox: ,w-ith:ln' the. zeach 0f the comwon man., If it falls
in gearing iteelf it would be soon fighting a losing battlas.

, aqa:l.mt. othar savings wedia aucht as bank deposits,. emany

ﬁmi.ti. UTI and nat::!.oml nv.tngs in an mthtionay ecozaemy

‘cover oﬂ ::.u. nuk gmm. PLI & mp; L

, m main bunineu of the LIc 1: to cover tha lue zhk

N i ; oz zl.tu volic:yholders undar vnrhtiu cf imutance plans. xn |
aad.tu.m t,o the LIC. two public sector undertakings = the PLI
© and the UTI (under its ULIP schese) are also covering the life

:uk of.’ their respactive policyhamem. ftoz course, the size
of 11:- caver given by BLI and ULIP is qaite mn.er !:hm the

'i 4uc1).

‘ gince all t:hua pubuc acctor imtaiﬁnuom cnqmd in

| th. nobnintian of nving- are offering life risk i;a thedr.
'poucyhm.dets to a:oxta:ln cmne,. Ve prop@lo to compare t-.hc
h ‘ bemﬁto payahh t:o the he.lz- of a ponayholde:u who et &

0

B The uxim amount for which the PLT and ULIP extend 15.1!&

- cover is Re.1,00,000 and a-.w.cea xﬁnmti.wly.
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premature doeth. The comparison is naae for a pnrttcn:l.ar sum
assured md for a pa:uculat term undor mc. ULIP and PLI
‘@Bble Ve 7) ° .

It is observed (Table Ve7) that amnt payable to the |
nominee or assignee of the policyholder of the LIC and the PLI
is higher than the amount payable under ULIP scheme if the
death ogcurs within firet six years of taking the policy. The

benefits payable by the three in-tltutmm are more or less

the n-e. i! the dsath eeenn £n the uventh year. mrcnzur. _

. lbomn eigbth and tam:h ym} tho mum: payama andar UL1P

schexe is greater than undexr LIC, Or PLI policy. For instance,

Af a policy holder &ies at the and of the nlath year of the
policy bis nominee will receive Rs.l.694 wore from the ULIP

than ,txom: LiC and FI.’I'.f The d&ifference becones wider if the |
prexmsture death tai:os place in the tenth year of the policy.
The noai.nea of the decossed will veceive m.a.au nom from

_the ULIP then fzcm the LIC and ULXIP,. wbia vax:iama iu ‘the
azount ot.' the death claim ahcula act as an aye opener to the
_ ch and they should ensure t.hat the umnb cf dnth clain at

any ti.m durinq the tmnm of the policy 15 nm: len i:hm
mma. R84 nct qmatera '&’hiu is becauu tha m:; tunctian cof thn

, ,Lxc is to px:ovida zul.l li.eo cover al.cmg uith mim fbenaﬁ.t:s

‘.to ite policyholders whe:ou eover Of liﬁe riak i» :I.ncidenul
ko tha UTI. ID 0O :anrame plen t:ha totnl amoum: ptyabla on

. the premsture dsath ;hcu?.d be less than the amount payable by
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Idkely Amount Payablie on Premsture Dezith af a
Pargon takes the Poligy ad the age of 25 vears
with an Fddowment folicy of Ree 10,000 w,

?ear in éﬁauﬁﬁMAk ngﬁb&a )
222:; LeTaGe  Pu B T UslraTaPe
o ceurs Hete D Ene Do Hete D
(1) 2y T ()

1 0, TG0 16,000 10,069

| ‘ ' ‘ {10,057
2 10,520 L 10,520 10,227

3 11,040 11,040 100 524

4 11,560 11,560 164960

5 12,080 12,080 11,552

6 12,600 12,600 12,%15

7 13,120 13,120 18,267

8 13,640 13,640 - 13,443

g 14,160 14,180 15,854
10

14,680 14,680 17:524

cources: (1) LIC'n Mannual for Azents, voll.TI,
Mehth PaAition, Janucry, 1981,
{13) LiG'p Bdary for the year 198%,.
(31i) & Hietory of 190 vearse of cervlct.
Poptel Ldfe Incurnnce, Fublished by
Popt=iicater Genernd {¥LI saction),
Wegt Pengod Circie, Oaloutdn - 12,
(iv) ULIP = A& Lenfiedt published by %he
UYnis Truet of Iadda, Iombay.
* In ease of death due ta ancident.
&% fince the bonun =ate for the year 1906-17 in reaspeed of
PLI ip not sveilable, 1t is nopumed ket the bonues rate
in PLY i@ wt per £ with tho LIC.
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@ny othar saviags modﬁ.n carrying on similar business of cover=
ing life risk. - I

Charge for Risk Cover

We often hear that the rates of the LIC premiuus are
high and capable of auhpum:ibl reduction. This claim is sade
on the basis of two factors, vig., improvewent in the mortabi-

. lity rate and increase in t‘he rate of interest. It is argued

that the benefits of these two factors shoeld be passed on to
the policyholders in the ‘form of reduced premium rates. This

 would make the life insurance ‘cheaper and popux.u- and withio
‘the reach of larger number of peapln. A

wa prepote m exwim thn ratas o!' pmmzum ehntch by

" 't.m ch from the angle oz the «chnr:ge for cmm:l:gg J.ite ri-k.
| '..For this gurpau ve pzopeso to cncul.au t'.ho present valus of
the premius pald at 12 percent compeund raee of :Lntcresn,
(aenpoundoﬁ annually) rate of interest offered by the other
“ savings media engaged in mobilisation of domestic savings.
' The present value of premium paid at the tize of maturity

will bo compared with the total asount receivable from the
LIC at the end of a'ap-eiﬂer! texm. ‘rhc‘d.iffcmhcc betwean the

present value of premiums paid at the rate of 12 Pece compound
' zate of interest and the tzoeal amcunt. payable by the LIC by wvay

of maturity clalms after the eomlee;ion of particular term as

_per the éqn’tticg of the policy is tie charge for risk cover.
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~ For this puzpose we have taken into coxisidorntic;n the
most popular assurance plan of the Corpoxation viz., Endownent
Assurance Plan. The present value of énmium paid for endow-.
ment ter=s of 10, 15, 20, and 35 years have been.shown io the
Table V.8, | |

it is ebnxved fron chugea for xiuk cover of m.z.oeo
for varicus terwms c.‘.' peti.ad prnom:cd in 'z'ablo V.9 that hiqhor
tht term Of the pouey q:nter :la the eharg. :Em: riﬂk cmmr.
Again h:iqhgr the qqa q:oup highcr _ t.hu charqo. The vwhma. in

the amount of risk charge widens very disproportionately from .

l.wcr to the higher tem of e‘ndmnt palicay. For exaxple,
charg. for five year's risk is Re.117. but the sams goos on
incroning with increase in the term of poliey. it comes to

Rl.360.00. R'0835.87o R..l 625'68 ‘nd Rﬂ.50449.55 for J-G. 15.

20 and 3& yaars rnmt-.s.valy.

It iz further cblorvad that people from low income .

hrackots go for a loagex: t-ms of :lnsuunce plam and peop).e

f:om upper incone btackuta pzafo: short term (generally 10 years)

in:urance plmn to get the hcnoﬂi:o of Ancome-tax rebate and
converting black mocney into white. In this situstion, the
question arises that how far the presant pattern of charging

| risk cover by the LIC &8 justi!icd ? chaxqing more from 1'6m

incone gmup and less from high.r incem qmnpu is in 0o vny Q-

Justified propoaition.



PABLE Va8 |
BEEEP www %* PREMEIUNS PAYD © 125 COUPOURD RAZE OF INOBRVST (UHDER
zﬁms HENT ATSHUANOR POBITY TADLE 14} POR SINE ARSURND Bm. 1,000/~
(A% OF BHTRY 29 TBARS) : . .

f_sewrsg 6P ASSURARAGE  IE Y B AnE -
| | N 5 LI T ‘, LA . . 20 r25 v %o

PN at the end o2 ¢ Riep ' Rgp. " Bepe ' Beups | Bogpe ' BB. De
.,.a.-ﬁ."i,_...,.ﬁ.,.ﬁ;m'.,ia.lw - (23....,._....5,4.!.“.9......;&‘52“._,e-_.';i’vé-i,.».;.,,,i?i,.--
18t. yesr 29720 16720 Trel% §0.80  40.10 3340
2nd. year o | 243.26 120406 76455 56490 44,91 3707
3xd, vear 27150 154,00 87 6% 63.50 50013 41.283
4%h. yeor 0 3008 150.,00° 5B.21 71412 56 o 14 41.34
Sth. yenr 341,00 168430 11014 79,76 62.96 51.97
6th, yeer Totml'®  1,377.04  188.67 123.46 2941 70458 53426
Tthe year | S 2et.tB . 138.20 100,08 TS U G524
Bib. yeor - 2%6.9% . 155.03 112427 28.62 75445
Ythe yesr | '_ . 265.86 397 12595 99,45 3209
10th. year ‘ 288,02 - 9802 141,22 111,48 92.02
11%h. year %Totsl = » 15;@. 218,17 157.99 124,74 102.94
19%he vear 27359 198.42 156,39 129,09
14th. year | 306.56 222,00 175.24 144.6%

631

%ﬁt&' L X RN ¥



A %Eah}..e Y8 { Contieea I-"t:)?
(1) (2)y (%) (4) () (6) 1)
15th. yoar o | 4320 248.4% 196409 161496

17%h. year | | . 3119 246421 | 20%.23
13the year | 348.50 275.89 227.73
15th. year : . o 391.67 309417 255.20
21st. yesr Totnl = ' 226656 3a8.17  323.41

22nd., year 434.68 353 480
2Iri. yomr . : , 43581 $31.83
24th. pear 4 | %45 o 36 450416
25th. year . | 510272 304411
26th, year Total = 5,358 .57 564469
27th. ysar o - 8%2.29
25tb. yoar ‘ : ' | 7O 0¥
29the yeaz: ' : SRR oty  T93.08

20%h. yesr = . ’ - , 858 .40 A [
| | S 3
o

Total = Re079.55
foureass BI0'e Mannadl Yor Agents, Vol. X1, Birhih Rdi%ion, Phe 5337
Hote:  Rate of Interest hos leen mooumed ot 125 conpound.
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ey e me S, 4% el A g | Ny wiy pny sy
?‘27 Ex LY i “,fzﬁé ;3@5 jﬁ &Zﬁi? %’i}h ,«},si ?'ux.,af}%ﬁf 2 q\}._a}: oy

A : ket
{Tith Prafits) for oum ANCYE sl.ﬁ RBre 1000 ﬁg}a £ 7’ 3«3’3&‘"’3:@ 25 Yanrae

- BHEOSOT SRR
5 years 4D years 15 years 20 years %0 yedsrs
ST S I {Hs. p) {fue ) im s Del (Be, pa)
1. Prosent valus of Presiuwmp {217.20) {40720} {70.15) {50.80) {(F3.90)
paid @ 12 compound -
interest {compdund sraundliy) 1,377.04 1,880,060 22615.87 3665465 8009 .55
2¢ Lese fnocunt Rocelvablo i
from the LIQ inciuding 1,265,00 1,820,060 15780000 2s040e00 . 2456000
bonue At present Tate of |
52 por thougand per
‘ ANNGNe o
3. ©Charge ¢f Rigk cover
{Difference botween | o |
i%@@s i1 & 2) ﬂﬁ?oﬁa ’ ﬁﬁ.ﬁﬁ‘ Ez5o$7 41.625.69 5449455

fourceg: (1) LIM 'z Mapnual For . ﬁ@m%a Tol e E* Bighth ° di*iaﬁ, uﬂm. 1941, yp.?ﬁwﬁ?

{2 LIcvs Tdary,1987.

intoas {1} Pigzurves in the besckebts 4nditete spnuel
{2i) pate’interest hos been sammwed which ia .

gwﬁva&al

prepiuss
Loy %ﬁv}zz
g other asdia of long teom savings.

the Rate

141
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g Ingome~Dox Rebabo

1€ income tax velief is taken inte considération thea
'thaza is no risk charvge for peolicyholders going for tan years
endoument insurance plan of theé LIC. In sddition to cost free
riek cover, the policyholders ala@ gata an additional benefit
of income tan deduction from their total incoms. &iaée the
rates of prewium for lover terms of endowment pa&&éy is much
higher than the longez tamms policy, p@ﬁg&a from lower inn@ma

group cannot afford to go fcx lowor term policies.

&iak charge actsr alléwing xﬁccﬁnmtam zabaﬁe.ﬁéz different
Incomwe=CGroups £0r a swm agsuXed Of Re.l,000 undes géé@wmant
hsgurange plan st the enﬁiy age of 25 is given ir Table V.10,
For omampla, the xisk charge for Rs.1,000 of sus agsured for
1@ years & @@réaﬁ éh@su anpaal income after sk&nﬁaxd de@uakieas'
is upt@ Ra.19,000 hag t&laa@riﬁiﬁé & puk Of Re.360 as risk
ah@zgs £o the ch wnez@&e & peracn having Paxable income {(nfter
@ﬁanﬂax@ d@ﬂueﬁa@na) above R8.19,000 has ﬁm oAy aathing o the
&Ee an risk eh&rgw éu@ to income-tew rebate alﬂew&d by the
Lncoma=Ten auknaréeieaq In contrast, they got additional h@ne-
‘fits which inézeases with the increass in th& slab of income.
For 20 yesrs temn the poLicyholders not £alliing within incomes
tay aseeganent group h@a to sacrifice Re.l,625.68 as charge of
risk gover whereas policyholdere having taxeble income Abﬁve
R#+60,000 have to Lorgd only Rue.l59.6) as charge OFf risk covore

age. This veriance beconws widest for a,yalﬁey of 30 years term.



?iﬂi. ‘}"3..3’5:: ('i? > 1 Cf

RICE CHABOT A Y OALLOUYLHG IHCONE DAY REBMTE FOR WM OASTULRTD Wi 1,000/
UL ] y gwﬁvﬁgfgw PLAN. AGT OF DNTRY 25 Yeurs,
Troome after otendsrd El L ﬁ Ere TRRER
deductions. 0 ge&r@A 15 yeurg 26 voarg %1 vears
(Bpe D) . R 8 P T N & - -5 I {Be. no}
Ipts Fme 19,000/ m Z60G0G0 05587 ‘,62’.6@ 50445459
‘Hetween Tts. 19,000 sna'ﬁa.eﬁse@fh»cua 11000 418490 709 o 26 Bs447 .16
Rie 26,000/- -~ 125,60 166419 673491 - 35BO.6B
x{w. 2?’{;{5{»’]’“ - 341 cgﬁ: ?38341‘3 | 64?) .51 ‘5314.2{}
RBe 28,000/= - 15700 196 451 617 .62 3,246492
Bem, 28 ’Gﬁ'l‘:’fﬂ - 17200 G473 A 58719 218044

Re= 305000/ - 185,21 7308 53677 3,113.97
. 31,000/~ %o - 204400 51,11 525 .97 3,102.75
Eoe & 505000/«

u

”?T' 6{}’@&{3 snd &5GoTe - 3920@{3 w D4R 159 aﬂ‘H 2;3@% 5?3

Soursoes:  feme as in she previcus Talblie,
oteps= (1) (= minus) mign agein figuves in 10 years bern indicates persons B in the income
group of Roe 19,000/~ 2nd above hove no ®lek charge. They ave gebting the
bene?ita of aiditional inpome tux deduoiion equivalent o the amount
intiieated by (=) sign.
{31) Veraons having incone of Tga 6(, QUi and alove €ar 19 vears tors have sigo -
no riok chargs for than. _ Eg
(iii) For the celcuwiaoiion of Incomo~Tay Febate 1986-87 has been isken 8s Ynoone
Year for sil ocolowisdkione in thie section of our study.
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The risk charge for non-tsxeble group of policyholders in this
case 45 R8.5207.60 wheress policyholders with taxable income
of Rs.80,000 and above have to sagrifice only Re.2,100.56 only.

On the basis of above deliberations, it is concluded

- that if @utinq a mzalutie' paéto::u of society is the aim
and cbjective of cur governsent, the present pattern of loading
3 highnr' risk charge on nm-tu: myor insurants should be
Ma@.ﬂy disponnd with, Bormx. the present wide variance
in the :&ox charge between lower texrms and longer terms of polie
cies thould also be brought down to the minimum possible limit.
The present rate of charge for a rigk cover is an oxample of
exploitation of the ignorance of ilnsurants by a public sector
soncpolistic o:gusi!.utim. :comnui-nﬁq on a recent judgesent of |
the Supreme Court of India in The Peerless General Finance and
Investment Company Ltd.. the Daily Telegraph in its editorial
obsexved “Ulti.méely the success ot the Pecrless and other none
bmkh;q finance and investwent companies cm' be traced to the
failure of the LIC tO 'qisw iovestor a fair deal taking advantage
of its qovernmant given maopbly stétu. i¢ ham consistently
charged out_rageously high premium, particularly when ueapnnd

with the rxeturns they otter."l

‘The present trend of charging higher risk charge for
higher terms of policies and lower for lower terms of policies

b § Editarhl Comoant, The 'x'e.'l.eqx‘aph. caluut.ta. w-dncsd;y 28¢h
WW Bo. 199, \? V‘T‘)
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should bo Teversed and should be xade morxe .‘qnitable; Introduc~
tion Of presium Back Term Insurance ‘phn_ in Septezber, 1986 by
the LIC is a step in the yight dixection. This is the clmipnt
of all the insurance plans 0 far introduced by the LIC during
the pericd of ivs ‘axistence. This is a without pxofit phn and
the amcunt of :isk coverage in this plan for a sum assured éar
R#.1,000 for 10 years m:m is 1«‘0 by RS.175.5) than similar
most popuxav cndwme usnrm phn af tha e fox the same
amount aﬁﬁ eem ﬁoz peoplq under mmxal iucmu gz:aup upto
m.w.eao. This may be made furthex cheapeyr if t:he policymakers
‘of the LIC really wish to do so. It way be augg«tad that ©o
te:co the lowering of Mmzme. their myme- chonm be kept

ot w puwm of Incm-'kme rebate.

" ~ How ve propose to exanine .tho czomzuxative charge of risk
cover by the LIC and the m.r. 7he mum: payablo to the policy~
_holders at the time of mnturiw is the same both under LIC and
PLI dus to the same rates of bonus. The vaxiance in the present
value | of the premiums paid under LIC is dus. to tha higher rates
of premium in the LIC thap in the PLI endowwment assurence policy.
This degree oz’ d&t’tomnw becomes narxower with the increase in
yeara of terms = lowor the terms of endovment assurance vider
'.u the duteum of risk ehaxga and vice varsa. A comparative
‘,ntntemmt of omm: ehurged vy m LIC and PLI under Endoument |
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Assurance for different texms has been shown in a table

{rable Voll)e

It is cbsexved that the risk cover charge realised by
the LIC from its policy holders is slways higher than that
charged by the Pogtal Life Insursnce (PLI). The varisnce ls
the largest for five yoears term. This is the shortest term of
andowment assurance Of both the organisations and thorefore,
the variasnce ig the wideat. Risk cover charged by the LIC for
this term of assurance is about 78 per cent higher than what
ie charged by the PLI. Ib absalut@'tarm of amgunt the xisk
charge for 5 years for a sum assured of Re.l,000 is Ra,l117.00
in the case of LIC wheveas it iw oply Ro.25.51 for the same
period and same amount in the gase of PLI. The variance for
10 to 30 years terms ranges betwasn 3l.12 per cent and 13.80

per cent respeactively.

Comparative Charge for Risk Coverage After Alloving Income-Tax
Rebate |

A rebate in Incone-tax iz allowed to the policyholders
on the premiums paid for a life iusurance cover . . - .
We propose to compare the degree of risk charge for covering
1ife risk by the LIC and PLI aftey allowing incoms-tax rebate
to their respective policyholders. The Ingome-Tax Dapartsent
has prescribed different rates of concession for @ifferent

income groups of pulicyholders. Agaln the ¢oncession rates
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Comparative Statenent Thowing the Charge of Xisk by 30 & PLI Por & Zun

Asmured Hea 1 2000/ {Endownent Assurance Policyd. fge of Tatry 25 years.

Termep of Appursnce 15 years 15 yeara 20 years 0 yoars
_ {Zo, E}.} {ﬁﬁap‘} (g, })} {Rs. ?)
(1) (2} 3y (4) (5}

1 Pregent value of L% 1880R00 2615487 2665468 8309 «55 -
Prenlum paid 12K {157.20) . (70.15) {50.8¢) (5.0}
compound in¥ereste oir  IT6Y.9€ 2440464 3460447 T257.40

{100.80) (65.49 (47 o 402) {30,060}

2,. Lbens Agount Rﬁﬁﬂ‘iu nre 1,52?&.{}{? ' 1'7%.@{} 2”'&}@@‘%}{‘3 gpggﬁnﬁf’
vable and inoiue  pry 1,520,060 1,780.00 2,040,00 2,560400
ding bonug at ' : S

pregent rate of
Roe 52/« por
. thounand p.i. -

3. Gb&rg& of Rigk LI 36&.‘-§1‘§ _ B'}S.Ei‘? 1’625163 ' ‘5,44‘5-55

coversge PLI 247.96 66064 15420461 4,697.40

Hnber Pigures in the byackets 1
2 Hannual For Agents, Vol.Ji, 8the¥dne., Junuary,1981, pp.33«37

Soureeste (4}

(i1)
{4ii)

niot

hIvte Diery, 1987.

"
i $ e
BEAS h

2te annual prenius rates.

& Eigtory of 100 years of PLY, learfiet published by ihe Post NMasker
Genernl, Yest Bengal Cirele, Coiouiia « 12.

LLT
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TABLE VY. 12

GETER ALLOTING

R

sTae AT
4'-’55;-!\.«’5:&1:;

TAY. REBADE

freone Atter diantord

Dedustiong.
{Rupeen)
{(1;

~RITRER
FTRIEEE

10 yenvs
{Nze o)

(2

PHRiEs (Padowvment Teras)
15 vears ‘
{E§; Qo)

)

20 vears
ZRQQ ?.}

{41

30 vears
éﬁﬁ. ?l}
{5}

Upt0 19,000/ =

195,000 = 25,000

266 GO0/~

27,000

284 GO0

25 000

560400
«gdybgﬁ

110,00

w134403

w1250
FB&H.?&.

w141,.21

”223138
=157 G
w230 623

17260
-252.90

835487

66064
1@10?&
Hi7e 48
165619
e 52
158448
G297

115051

-1 e54
94.79

-3@.79

1962568
%,%2%56@
709&26
555052
675491
526 0 30
649,41
498,03
61762
469 401
587.1%
443495

Contlesensee

5,445 .85
§,69T o 40
7,447 .16
2,868%.05

g SB0 .68

2,852.81

3, 514420
2,762.68
3,246.92

‘217@1a6$
3, 180,44

2554830

8LT
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(13 g2y (3 (4) - (5)

B0 G 13 -168 .21 75,08 556 .77 3,143.97

31800 = 56000 Lo =204 0D 51e11% 525928 3,102,75

60,000 & ahova  LIC =BG2.00 =210 00 15941 2524573
LI =359,32 E15e2 36 o 45 15754444

Hotente (i) fum Sapured 15 Rse 1,000/« {11) Age of Wntey im 25 vears,
(i44) Pian of Assurance im Sndowsentd fwmmﬁm ee Folloy
{ivl « {uinus) symbol inaicstes That there is no rick charge
aad She policyholders vecelive sn exivrn benelfite of
that aneund stioh iz %o be deduoted Teron Shelr
totel incoms for the purpose of ineope=tax
calouintion.
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differ from year to year and we have decided t0 incorporate
in our present s@uﬁy’19&6587 ag incoms year and 1987-86 as
Assessment year.> A comparstive stetement of charge €or Risk
coverage after allowing Income-tax rebate has becn given in

the Table V.l2.

It is ocbserved that policyhelders having income upto
Re.19,000 or below have to bear tﬁe highgahlgmaunﬁ of charge
of ¥isk cover both under LIC & FLI. There is no xisk charge
st all for 1D years policy in respect of policyholders having
annual incoms above Rc;iﬁ.éaa. Kot only that there is nothing
charged by the LIC and PLI ae rvisk coverage, tha:p@licyholderl
gat an extrs beneflt uf.incomaftaw deduction frcm_fhei: total

ingoms for the purgéna of incore=tax aasaﬂnmgbt.

LIC's and PLYI'a vespective charges for risk coverage
ir rospect of policyholders having income upto Rs;iﬁlﬂoa are
Re.1625.68 and Ro.l,420.64, whereas the policyholders having
income Rs.60,000 &nd aliove have to bear only Re.159.49 (LIe)
and Rs.36.45 ss charge or zisk coverage under LIC and PLI poli-

cies rospectively.

HEGRERH

i 7Tax Bonefita from Life Insurance, LIC's Diary, 1967,



