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COEAPTIR X

CONCLUITONT AND. SURGEERTONS

ggaiﬂggéJiﬁzFqgaa~£indivgﬁqal'amﬂqgﬁmma}

finge nationeiisation, there ham bgen a 32.67 fold

incresse in mua sapured and 5.25 fold inereane in insurance
policies: During our atmﬁy garin@'ﬂua,na@mrcﬁ hap incv»amaﬂ"
t0 3.6 imes and number of policies have gone upte 1.5 timeas.
This growin iw comuendable. Howsver, the goel of providing
insuranae cover %o aaoch araea edrmgr ia oven nowy & stupan-
dous taek. As agrinst 32.1C policies {por thoumsnd of popu~
lation) &% the beginning of the sbudy pordod we have 32.62
pélimiea 5 ahrginal improvenocnt on March 31, 1986. The pay
capita gum assured has aleo shown a poderate rise. It has
gone up Zrom iUd. 13&.16 (aﬁjustea o whnieﬁale price baan
1970-73) during 19?5-?6 to is. 1$§-56 &uring 198§~ﬂ8.,

Yew Pupiness (individusl assiranoe)

" ginge Apnil, 1954, now businese ip reconiing new
hoishts of growth eround S0 pereent per anhum gﬁééth'ag‘in
pum sespred and 20 poresnt in polieies issusd, an all time

record for LI¢. Ehe average pun aéaﬁreﬂ'ﬁaé naw'yaliey has
doudled during the s% udv par&oé hut ﬁa 8 gront extont thim
rime in'paliaism 2l 5o hng,heen auag%i hy imflati@nﬂry Lo

BERCO.
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Repional ﬁimﬁrihuﬁian_(ig@iyi&n&i'assgrﬁnaég

Evuthern zone aogounting for roushly 1/4%h. of popule~
tion contributes 1/3xd, of the new Qaliaisa and aarsvthén 30
percent of the aun assursd every year. ih?aughout our poriod
the Southern gmone xno% oniy wainiained but alse ineransed its
iaaﬁ.v?h@ waptern aana‘aaéouutiﬁg for 14.34 poraeni ot POPU=
lation booked arvounf $/4th. of business. Although 1% mﬁia-
tained 1%t positlon, the ilead was veduced. In torme of ney
eaptita new husiness this sené had ite pre-aninsnes throughout
e study verded (Ree 16@;@9 per e&#itu new business as
againet Rs.'aﬁd;ﬂa af the fouthern Roegion). Tha Zantern zone
sceounting for move them 1/4th, of the popuiation contribue
%ed threughout lese than‘ 1/9%th. of the new businesso,

@haga iﬂ a alosa eﬂyregpan&nnea hatwaen tha Buniness
pevfnrman@a of zonen anﬁ %0 nﬁnatituent &iviwznna - 8
businoss wise pooy zons conpimts of huazﬂaas win® poor’
divigiong and vimm»vara&. The d;viﬂﬁonﬁl dippnrition within

8 mons avrs sxaopiional Lenture..

Pieat Insuragoe

 the xiﬂjh&m neon pucoessful in custing itp net among
“nzare@tpeoplo:fa tﬁa'axteﬂ%'e’ roughly 2/3xdm of polie

clee 1ﬁﬁuaﬂ and pun emcured avery year. Thia ia an achi ave.
aent and rapraganﬁa 2 can&iaqent growth rat s of nse ;oli@y-
holders though at a low rate. Ao naw pakiayholﬁers axs from
rel&tivelg lower in“ﬂm& brscket, &varagg sise of their
palicies im around 20 paraent l-sa than of tboma roiuﬁ
far Bubgequent yaliaien.
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Craup Insurance

This cless of business has enabled the LIC to prolect
tho wesker mections of the mocioty who were naver undor inoue
rance cover. On Harah 31, 1987 it covered 1.07 coreres iives
lwith‘a bueiness of lid. 12,645 arogea. As agerinat this the total
individual insurance in fores on the zamo date consinted of
48.151 orores of rupees un&ar policlesn ﬁumbwring 2:92 arores.
Thus group insurance hae suoceeded well in reaching %o the
mnagses as nusber ol Lives covered under g@aup ingpurance is not

1 though the former

Par below than under individual insurance
cune sn'scen@‘muah»iatar. The group inpurencge scnese for londe
laﬂa:agriuﬁltural labourers introduced on iﬁ%h.ﬂuﬁuat=19@7
hap ® in a ﬁingle ntrake ingrensed tho ﬁumb@r‘nf 1ives acovered
to 4 %ines (1.03 orores liver wider 0ld group schemeé and

o

% eroreg iives under this new scheme) undey 2rouy insuronce,

Salsvy Pavinss Acheme {8gn)

The palary savingn pohernons have  comne handy %o th
argeniced salaried clase andl have begome qui$e popular. Hhe
LXC*s pexformance han, howoever, not heen very samiinfactory ae
i% has neifher baen able %o rednin its shere in prowing nunber
of salary earnerp not in the earnings of the snleried cloee

Quring the review pericd.

1« The fipgure for individusd apourance refors %o nunber of
ﬁﬁliniea znt noet number of 1ives. ﬁé ryvound 4 persent
af new poléeiea are subgequent policies @f exiaiing pollioy-
holders. The number of iiven under the individusi apcurmnce
would be aromwnd (2,99 erores ninue ite 40 percont) to

1.79 CTOYOfe
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CRurpl Businses '
Fhe rural business is & grest challenge o the L0 o
there ip & dearth affgffédtivn ug@nay'forde;'@h&“pgohiﬁmé
‘aspoointed with coiiection o renswal prémiume further pose
‘a chellenge %o continuity of insurancs cover. ¥ith the direce
4ion and support of the Sinie, the LIC ham cowne with ﬁiffaieﬂt
tygﬂa of low coat policies %ailored to sult the ﬁeéﬁﬁtof |
diverse rural popuiation. A beginning haﬁ..ﬁhQa,'glre&ﬁy boen

mede to toke nonpage of insursnce from ‘'class’ o ‘unees’.

Different Lypes of Tusurance “&ans

The Lorporation ia edding periedically new plan& to

me@t tha needp of aiiierunt rections of palicy-halaera.
+hin & ﬂhort annn of Less than twn veara it he@ iatreanuea

nev m&ans like Jeevan Mitra, Jgevan Eathi. M ﬂim& Panﬁeah,
Bime Bhavishya Jaavaa. Jeevan itharn ana Jagvan‘Akahay the
iest one ilaunched on‘?abruaf# By 19880 A bontinubum oxerslae
iz on to bring amut new pr’:mw*m t meat the novds of diffe-
“rent semaents of soaleity. Wita the saus obiesative Lho ﬁzim&ing
achﬂm@a are reviawad, uomifiaﬁ and, if necessRYY, HOrAPHEE.

The gwomatiéﬁ of different plans, however, dses not
- fingd Tavour with the agenay fbraénaﬁfit iooke Lo the blans
éf‘inﬁuxanaﬁ Iron copmiselon's snglé amdlﬁh@paiéra.ﬁlig§ta
ite pele compaien %o B very sal&gta&Apoligy p}gpa; During
198588 only two plans (¥ndowment hmsuranos and Honey Back)
aecounta@ for 78 perceni of new bmﬂinean. More Than saftean
nisns 1pdiV4Luai¢y aontributea lesg then 1 percent of new
buniness, their shore aggregaied o 3.12 peroent of new busle

unems. The success of product diversificntion and up-dnting has
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Yo free raeia%anae from the ngency forase which h&s %ha laﬁt
leughes In avesuntmy with B8 poor knowiedge of insursnce plenm,

it msy be &pﬁly renarked, LIT propoges agency f@rda_ﬁisgeaas.f

Plow of RBupiness Droposed

A subgtantially large nunber of proposalp arq'bragg&t
anﬁ converted inteo policies during Mareh {yoar eﬁﬁiﬁ?}e'm318.
over concentration of business has ite impadt on the. qu&&iﬁy

of basineﬁa and cauges higher 1apgation.

Zapnation of Bueiness

In its miﬁtaken jeal to show to the povernment %he pake
believe succees of the LIC it has gone all out 4s produre more
and more business anyhow snd momehow. Huge toxpation hapy thee
refora, been the naturai oubcome of this Forsed sale.

The researcher ia-ﬁaabla to reeict lapeation %o guote
the fuprene Court's veﬁﬁiat in *Reserve %&nk-ef Indin V8.
Pgerless Gensral pinsnce and Inveabtuent Company Etﬁ. The
vardiot inter aiia readg, "fince 1% iz the paaaar'nlaas of
Qaiithhoid@ra that nay oridinarily be eoxpegted %o ﬁﬂﬁaiﬁ_
default in poyment of prepiums, $he forfeiture clause, in
practice, operates harshly speclally against tha¥ alaase, the
very claps vwhich requires groater pecurity apd pxnteaﬁisﬁ.....s
The nunber of policies forfieted mre roughly 20 percent of
the number‘_nf.new poligien igrued during a FOBYsovune
we notice that incidence of Lapnes or forfietune of ﬁal&n
cleg ig the higheat in the fivat three yvears after the poliey
is igsued. It doos not require much imagination %o see thad
the vieotins ﬁffﬁp&ﬁ@i@ﬁra olause in the policien are bBound to
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ba ﬁéﬁé@ma belonging to the poﬂy@r.ﬂéétians of the people. It
does not appear that any spoeis) efforia are maﬁa‘by the LIO
%0 pursusde the poor polioy-holdera not to alxam their palih
cies to lapae or Be Lorfei sed afber paving one, oo oy %hyas
preniung.

@h@;inﬂﬁn%ﬂ?ﬂwtﬁm&fﬁnty appaayed o be for

securing fraah buginepn and i_not for a@n%ingiam oid
g@liaieawq

The Judiceinry is taking & piringont view o the oarmesn

‘of lepsation and welyiﬁg on provisionn of mesction 69 of the
Indian Contrast Act to dealde whether the amount zégfaiﬁaﬂ Zor
mam;pmym@n% of preniun ia iegﬁl 4% hold that when the contrmot
&@e@éae void, the perpon who hag received any adventage ig
bound to restore it %o the other party. Accordingly $he court
awﬂeé&é ﬁh@ rofund of preniuns with interead at the rate of
12 percent on poiicies lapmed prior to ineured's desth far.
‘none-payment of prenium even within the grace periaag'

| Phe LIC ia %hue. facing through psor publie ané Juiicial
images congegquenaes of its over anbitlouns mociml goourity tBR.
gnto Thora is r orll to deleto the paxm&miaus f@ff@ituze
a;auﬁa from Life Inmurance fchomes eantaimiﬁg an éieaen% of

pagingn.

1. AJIoRe, 1987, fupremem Court, p. 1028. The emphasis haa
| been added by the romearchers
2. The ity Oivil Court, Abmedabad in the puit filed by
| Mroe. Hayena foth and her two minoy childreon and snppartaﬁ'
© by ¢the CGity based Gaﬁﬁumaz Elucndion and Research Contve.
‘%he ?elegraphy'ﬁa&aat%a, dated 2.2.1987, po 1
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ﬁagﬁiaigtm

- Fhe LIC ie pur&uing'i%s volicy of deasn%rékiaation of
 gervicing functions %o branch offices but in & glant OY il
nisotion of the LIC's siZe a foeling of neglect is hound o
repaine “hat is surprising, however, is that frustration
aricing out of polioy servieing is writ not only on the
face 0f the man in the street but =sleo on the face of the
yé@ple in the higher echelon of %he soelety. One con imagine
the sgiate of affaivs in the LI¢ when the following remarks
enarge in a vérdict from the mighty pex of a judige of %he
Suprene Courd. _ |

¥4 has & duty o merve people in the éﬁghtaﬁanner. I
am constreined to sbperve from my experience that I have
found the LIC hearilisass whenever clains are maﬂe againat
A ¢« o o o n_... I wiph oniy to enphaspise thaﬁ the LIO
should at loast in futurs be liberal and geanerous when
claims 8ro made by those unfortunate fow, who when robbed
of their bread earners dlaim for incured smount and who are
iavariably net on technigal plens of conceslment of ailumont
and tha iikae. The LIC does not come out with gleny when soue
of itz dealings asre ronsiﬂered“1

ﬁm%ﬁlemen% af ulaimg

@hnugh digposal of outsianding claiws has shown an
improvement, & lot im yot o be dpne 4o bulid e reputatgon
anong the maenes. The ou%wt&nﬁiug rate hao been brought down
1. Justige Khalid in 'Reserve Bank of Indim VO The Peeriesn

Beneral Pinance and Invepiment Company Ltd. LeloRay
19@7. fluprene @aurt, De: 1045.
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%o & reaaanable percentags in maturdty olaims but  the w&me

-, seunst be padd with r@gmv& %o death olaimm.

1 $&@9@6-
o &he ma&n g@nati%m@ntm »f the, &E@'a inunme BPG -
' premiums; income from inv@m%meatﬂ and migeellanesua ima@ae. _
:?bem@h the pyemium incnm@ fnmm@& the momﬁ impori&nﬁ iten of
totnl ia@@&e, maﬁ its am@un% is mwgéetexing ) f&ir growbh,
'ita relative ahex@ i@ on &1ow anﬁ pwaéual ége&in@. ﬁn the
| other nand, 4ncons Lrom iﬁveg%meﬂts has wﬁ%naa@ﬁﬁ a ﬁk@ﬁ ‘
bihnt @t@&éy praﬂth upw&ra trané ha%h ia &hsaluue and rﬁl&@iva
|“ »m?ma. rinca misaellanecag iua@ma ﬁaea ﬂat ine&uﬁa agy romu-
'llam preﬁiaﬁible ana manaﬂaahle aneom@ it xemaina wi thout
" %pond ené neg&ig&%&e. no% aven. one y&raant of th@ ﬁoﬁan
'.inﬁawe- .’ | o
",rmi co I}

_ *Zi‘m!.ta :ﬁ;zmama demmam an -’mmizmm tmnazaetad sméi :Lt is
”;gen&@alév %elieve& that 1&?@&@ %h& ameua% for which 1ifo hae
 ﬂbaen 1nﬂureé more im ine in@cm@ ﬁhraugh yyemiumn fram 9ush
.in@aranae. %he faa%ara l ka tgpe auﬂ a@an ef inamraﬁ yal&aﬁ&a.
rate af pramium &nd ag& of insura& atc. @r@atly influanm@ the .
: qu&nsity af pramiumn anﬂ an a&ah in maﬁovitv of aas@a tﬂﬂ
pr@mium incemo ﬁme@ not ka@p pmea with %ha ameun@ af haﬂmm
neag han@leﬁ. %he iaurodumtimm ai ualamy ?&vimg Fehamea and
| mther law Qﬁﬁt @ehemee h&m reeultad in o ai%uaﬁiﬁa wherm
pr@miuma in@oaas ar@ 'at 8- lsm@r lmvel ﬁhan ei#h@r new hu&im

negs or bu@ineas in faaa.v 
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The income‘frbm Pirgt ysar's premiums is the baromoter
far poasuring the prograass of life inpurance bugineme. The
renewal premiuvy Income is secondary in thin regard., Bekwaen
the two the firgd yenr's premium income has shown better
growth and thig ie understandshlie in light of a parked r»ate
of poliecy lapsatione

| The single preuius sndownent policies andi concideris.
tionpg for annulitiss arvre gaining popularidy in recent vrears
and thelr ghare in total premius hes doubied in oup rtady
poriod, Thourh gaindngy pnpularitv. puch prsmiumn rangtﬁtute
.‘anlv 1/10th. of the total pzemium ineomne, ‘

. Znvesiment Incons

An policy holders' pavings inoreanpe in size {roprasene
" %ed by the life Insurance fundp) invasinent poritfolio alse
Erown in sige and.sa growe income from portfolio mnd ite
‘share in total income,. There has beon more than 13 percent
: anﬁﬂal growth in iife dnsurance fund and at the same the
rate of intevest hap grown aluwset 4 percent smually. Both
factors taking together explain reason bahinﬁ_imereaaing
B&ére of investment income in total fncome. Though the rate
nf—imtetn@t renliesed on the Mesn Life Fund ham imareaéaﬁ By
0.3 yerosnt and hes raamhad to 10.?@ percent durina 1986=87,
there in geope for furthﬂr 1mprovamnnt in this y*elﬁ. Tven
wi%h tha aansﬁraimtn of praaent statutory atructire vield
'cﬂn 1mnrave by zhif%ing Porpnrate debentures and prafaremee
shares by squl ty ahareﬂ. Thus LIC has playeﬁ safe bv nat

making pvuaent partxolio mubatitut&@n.
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Qusro

‘ ”ha ma%io of totnl outgo to %@tal incoma eanatitutaa
around 50 peraent ond thie is reault gt growing autpo though
at 2z lower rate. The breakup of ouizo im availabls under
three houtig, (1) oclrims payment a. (ii) manngerial expenmes

an& (izt) tranafera 0 reperven.

(L) glainms Payment .

The majerit? of pnvmenta nade to yalicyaholaere are

on the maturitv of nolioiam end thair . ne*aan‘upe in total
maymmﬁts %a paliewho‘énra has sbewn an improvament thraurh-
’ aut ﬁhe ptu&y parﬂaa. @heir naw@entage to total payaﬁnta to
| ‘pQILquholdars wans 63.4 pereent at tha heginniny of our otudy
"ﬁwviaﬁ and 1% rone 59.4 pereent 2t the snd of the etuﬂy period.
Shis is a welcome ﬂiﬂﬂ 0f increasing lanmivigy. |

o Quﬁto understan&ah&i paymmnfs undor death ﬂlalms havo
ﬂeéweaseﬁ”by 23 ﬁﬁrceni éuriny the zavi@w neriod'(ﬁram 19-2
par@ent in 1“7§~?& ta 14,9 paraesnt @ur‘ng 1988—86)}' The pay=
Hmamts thraugh annuﬁiaa aan?iizuta ) varv inaianifio@nt PO
aantagm of the tovax nnyments maﬂe %o policy-holders. I“
oDuree ot time with the popalarity of Jesvan Dhera and Jeevan
&kﬁbay paymmnt thraurb aumui*isa wnul& oceupy an imper%&nt
place in t@ﬁnl autg&. | ‘

§@£Eﬁé§££&

The yate of murranﬁars ie im@iaative nf poor qualitw of
business. Phoush surranﬂer rata “has gone down £rom 16413 per
cent in fh& roay 1975.76 %0 1371 par‘@@n% in the venr 1985
86 oven at the prement levol it is very much on the high pide.
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(B) uanagpensnt Ixpenses

Hanagenent expenges are the gecond bipsrsest item of
the sutfiow, next only e nayvments to polieveholders, There
are howaver; hasicéily different in nature from payments to
polioy=holders in the genme that whereas the former indicate
rspagmeut of money held in trugt, the latter ig a liabliity
on the pelicy-kolders fundp. The lLesmer ip ihe guantum of
guch liability greater would be the amount of benefits
avallnble to the polisy-holders. At the beginning of the
study period thege erpenses were 29,7 percont of the premium
income and thene eanedown to.22.4 peraent during 198304, In
subpeguent yenrs thege expenses have an wnfortuncite trend
of rige - expensen shown were 2%.6 percent during tﬁe reay
1985=86 .

The wage w bill conptitutes the lion chare of manngew
riel erpenses. I% was at peak during 1975=76 and at the
bottom during 1983=84, 17.42 percent and 11.54 peresnt Yo
pectively of the premium income, Buring 158:4a15 this perceone
tage went up considerably (14,05 percent) %o regsister & nave
ainal fall (13.82 percent) during 19&5;86. The prenent; ievel
of ezpenéas does not indleate the splrit of trusteeship by
the LIC, The introduction of wmechanisation and rationall s
tion of organisational siructure was supposed to bring out
2 higheor £epll in %theso expanses but unfortunately the expece
tation 4id ‘not waterialine.
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Jomnipoion to Apents

The Commiseion expmnga ig divectly aconneabed with ithe
pfﬁmiém revenue, IV ie the pize of the latter which determinen
the %uaﬁtiﬁy-of the former. It has been nolted that Livet year's
copniscion e highliy correlated with firet vear's premiums,
renewhl ocommipeion wiih renewnl presiupe and totel commigpion
with ¥todal premiun incoms, The inerease in the tonizl noew bupie
neps is bound %o inoreare the totai Tiret year's comnimsion.
Am the premium i directly linked with the sum aamured,
comnisrion %o apgends have a cieay link with the premium
income sum ascured and not nuch variations were oxpected
under thio head (7.52 percent of premium ihcomé'éuring
1964=685 and 5.96 percent during 1975=76 ) The LIC is, however,
trying %0 impose a cut under this head, by introdusing low

commiseion poligien, but without much suceesm.

dther Urpenpes

fince this is a reriduary head of ewpenpes in the

abpence of rensonabie back up no oonclusions are possible.

Though unable %o achieve the gosl of aconomnic wanNarew
" ment, the LIC cleims i%p porforpance ag connendable. Thie is
either o misplaced trust or a delibernte nttempt to migmuide
rubliec at large., In either case it deseyves sirsng conden
nation. Comparing own venageriel expenses ratio with that of
inmurance companies in foreismm eountrien (e wawls a Tecurae
Fubura, Pe 26) is compavring unconparables, ag while she LIC
hap not gaha Tor subasitantiasl reluotion in premium charges the

same has besn Gone more Than once by the foreim coupanies.
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Irangpfer Lo Neperves

A number 5% transfors aravmaﬁe from income to eavmarked
ragerves undeyr mection 21 of the LIC Aot, 1956. From a mengre
17 percent of toial iﬁe@mefdﬁrinb 1975=76, *thepse conaititute
5«2 porcent of The Itnisl income during 1985«i6. The moot sige
nificont part of the gtory is that as the pole share-hslder
of the LIC, the Governmont is enjoying 5 percent of the vaiuAe
tion eurplufe. E&Wing our piudy period it has enjoyed a return
c0f Rp. 184,975 arnres (182,91 orores Ree 4535 erores, heing
vaiuation surplus for the gaav 1974=75) on & aapital employed
‘oﬁ oe 5 orovesd- Bimpié averege annual yate of return on
emmxtﬁl employed comes Yo 368,75 percent I Herdly ons will
. find so lucurative a businens other than speoulative with
the great risk of onpitel loss. To Ira Seshiyan, {the
Chairmen of legendary comuitiee to Review the Working of ILIC,
1980} it wap "momething fentanitic and abnommal when compared to
~Ehe porforaance of 2 «51 ?ahlia entarorises with Rﬂ.'29.896
grorves of capiiel employed es on 31sl.ifarch, 1564, giving a
dividend of Rr. 133 orores only which weant a return of

Oedth p@ra@ﬂ%”1.
Lifa Iammrance Pund

An 1meraaainr ﬂi”@ of &1f0 insavﬂnﬂe aund is e clear
1uaicani@n ef prog@esﬂive au?an@gs. If the rate o? iﬂ@?&ﬁﬁa

GF iite 1nmuranca fund ia prap*egsive. it WﬂLAd und@ubteﬂly

-“x

i.‘{%éyhiyaﬁ, Rra, ch'@ rmle in Waninnal Ecﬂnomv. ‘TReonomie
@1&9&. ew Delhi, May 26, 1969, Pe 6o '
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iead o a mignifieont inerease in life insursnce bupinesn,
The life insursnce fund witneoped a fasteyr prowth during
poriod prior to our study. As ageinst 6,39 times rise in
total inconme, the arowth in life insursnce fund wan 7759
ﬁimeﬂ.ﬂthis coudd be mcohieved due to slower growth (6.12
tines) in total outeo during this period. This wee & very
envouraging sign vhich uwnfortunniely, osuld not boe waoine
tained during ouxr stuly perlced, i;i’?i;oug:ah totnl dncome orew
3072‘tim@8 the growth, in life inpurence Tund wasg only
3468 tinss. This slowoer arnwth in 1ifa insursnce Tund wagi
eauged by more than proportionate mrowth in toial sutso

(3.082 timee) as compared s growth in to¥al incomes,

Prems VWork of Investnent

" Phe investnent poligy of IIC im-réga&mtaﬁ‘by e nuanber
of finanocial ané econonic ¥3 considevations; imporient of
then are iis ab&igatinna o polioyholiers, m&ximh tion of
refturn on investmeont along w&zhlgafaty Qf capital and
finaliy, the requirement of liquiddity o weet ite unecen
ﬂ&&iﬂ&tiﬂhﬂ whioh Ray cone at any mﬂmwnﬁo

;ne nost mmngrtﬂnt statuitony devioa af cﬂnﬁrglxinr
Jﬁe LIC'e Invesinent ig the proviginns contained in seocw
tian 274 of the Indian Eﬁmuﬁ&nca Ao, 1938, The two wosd
imporitant Tactors vnaz are taken into canazderqﬁzan wha;e
jnvest%ng the LIG'e funde aYe: %0 vratamt the int erpat ot
the N numeroua holimyhnluera eaattered thrauyhaut the
leng%h aﬂﬁ breanvh nf the ecountry and abrosd, and secondly

the channellae $he savings mobiiised in the fomm of premiums
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-in such a way Shat will foster the weifure eschenes of the

Uentre, ftates and local melf movernuenis.
Volume of Invemtmond

The totzl invesinmenis have sone upto Ro. 12,264.15
crored as on F1st.lorch, 1996¢ Phis recorde 3.68 tiwes
increape in the fundg, vhen compared with inveslomis at

the beginning of our stwly period.

Investnent in @ﬂ?ﬁfﬂﬁ@ntAAad Approved fecuritien

During first six years of our study narznﬁ nore than
50 @rcent af %he total investwwmﬁg {51.7 peroent to 53.4
porcent) wore &ﬂvaatﬁa in ﬁovarn&ent pecuritias, In later
period af 5 yearss %naa@ inv&s«menﬁs agnounted f£or lesn
han 50 opercent (43.J poreons o 49.0 wercent}. of thip,
invesinent in gnvarmmﬁnt asguritias, around 65 p@rﬂenﬁ wap
nafe in Gnnt?al orte mucur*ziaa 30.0 vercent in aynrove@
'a@@urlti@e aad 5 pergant’in ftnte Qav%. ancuriﬁi@a. Our
period witnesped a ﬁignifican% dee&ina in State Govi. secu-
pities'hela b§ the LIC, 1t cawe down %o 205 of its perocntage
2t the bvginnlng of %ae ptudy nerioﬁ. TPQ boenetit of thie
deal ne was ehared ulmﬂﬁﬁ equally by Central Govie and
'ﬂgﬂvav&d reauri@iea. Bamn of Then ragzat@rad around 26.0 per
gent arawth in 1nvaetm@nt ovwr ﬁna invepinent at the beginne
ing of tho ptudy psriod, The fell in bolding of 8tate Govi.
sacurites appears ¢ be the result of the informsl conivol
exevoized by the Central Govi. In approved securlities oniee
2ovy, the peocurities of Hieclriciiy Boarde, Lund Development

Banke and Statuiory Corporationsm cowrnered sore than 9¢ percent
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6f the LIC's invesinenta. The reet 10 pevcent of the invente
ment was shared by remaining approved sesurities. During 1975«
76 around 57 percent of total inveatmonts in approved geocurie
tien was spread over MHaharagtra, West Hengal, WePe, ftujrat,
Andare Pradech, Tamil Hadu and Bdhare. Their phare howaver,
came down 0 37.5 percant during 198%-06. Thic phows o sige-
nificant chasnge in regional digtribuation of approved soous

rities.

torporate Financing

Althouszh & small proporidion (9.7 percent asm on %1.3.86)
of its ¥otal funde is invested in %he inductriel cecier, the
megnitude of ﬁh@‘ﬁzﬂ’a regources. is such that even thie
pmall proporiion constiiutes nne of the largest mingle
gources of industrial finance. The LI supplies Tunds o
corporate psecior in three foras, namely, investment in
sﬂrpmrate pecurities, direct londing and gubsari@tieﬁe to
shares anﬂAhanﬂg,ﬁf special indusirial Pinoncing ﬁngﬁi%mn

. ﬁgﬁﬁﬁo

Inveptangt in Corporate Bocurities

LI('e invastnent aomprisgen of direct purchase of
pecurities in the industrisl seourities sarket and undere
writing of now sesurities. The role of the IYC as diveact

purer of induntrinal eseonrities hap changed remarkadbly.

R

Thourdh the Corporation's gecurities purohnses mx@&nﬁ@&
congiderably in regent years the role of LIL mo burer has

diminished over the years. Thin becomes wore glaving whon
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the outgtanding porifoiin of the industrial seourities is
related o its %odal ZTundp, tolol ampets and totel inventzents,
@E@ reasongs recponsible for $thie are: the marked preferonce
of the LUIT for finanocing socially - orienited infrastruciure
and initistion of new forme of financing of grivate induat-
ries by LIC such éa direot laﬁding o industries and enbry
of U2I in the industrial scouritien aarket which has %o pome
extent rolieved the LI0 of ite r&syonsibili%y to oupport the
induptrial seacuriiies marked,

| Anoshey dimension of LIC's luvestment is nalure-wlise
purchase of securiiies., Xte inventuent in equities has %
éhaw& e sharp deciine - 1% hap alwmost pone dowm by halif
in i%m.shmre in esrporate. securitias parifolio. Thourh pree
. Zeronace gharegs &illalang oocupied the third pizes in corpo=-
rate portfolioy tholr rshare in the portfolio haps come down
%0 one-fourth of what was At the beginning of ths period.
Ani of course, gdwers sub of thim decline are debentures
which from modest 26.2 peraent of corporate p@rtfélia at the
béginning rose Yo 64,1 percont at the end of the éerioﬁ. 4 3
Thepe are now not only leaders but have subebituted iheir
piaca with the éqgity eeauﬁitiaa. ?his definite eﬁangé in
inventment pattarﬁ in resuli of playing onfs attitule of
the LY. | A

%hé ﬁIﬁ hag cdnaniidate& iitm uﬁﬁarwriting paiieiea

33&@ gtr@ngtﬁeneﬂ the mechaniem of itm mdeveriting activie
$ieg. The uﬁaarw;i%ing hy LIT is merely an exdencion of ite

invesinent operaitiong snd not & bhusiness by itmelif. Theraforas,
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when the LIC agraes o wnderwvrite a pardicalar isgné. it
applies in full for alliotuont while osher inctiitutional
und eyerd tors puﬁ'%heir appliaatianﬂ:for defioit 4n the
publie subsoripiionm. The LIC prefers %0 have a £irm aillote
ment becaume of itm iarge resourees while the abjecdtive of
other inptitutions is to fiilleup the ga@'in the public raep-
ponsde. The LIC has pumsuea gelective apyroach by according
graater welghtnge to menlor nocuriiies relative $s equitiesn
in view of %he ioperntives of ite investment poliay in view
of tho impera%ivaa of its inveninoent policy in which debone
tures on mocount of Fixed return and »rior cizime on inzome
and asgaté £it into the eo called cmnnon of mouwnd inveotnent.

Pireot ilending %o induatyial enterpricoes conktitutes

the most promiment eoudoe of Uprporation’a Finsacing of

private corporate pector, The main factsr condribuiting to
the immense popularity of lending is to he found in ithe

Sorporationte sincere attenpt %o iwprove the yhaeld on

e

pvestnants by teking sdveaniage of higher rotes of interest
on loang in the dontext of roesbriciions on dividend on aguity

ghares following ihe Dividend Restrictions Oxdinances in

July, 1974. Dearth of sound pesurities in the sioak sarket

3

‘mizht have aleo wosivated the Gorporation io asriet the come

2
Y

panies by way of lendinge

The 2IC's indiract financisl sunport to spenial Fipane
¢ial institutisna bes alse increased signiftioantly. Nuring
1985-56 thig support amounted o Re. 528424 erores aocount
iuz for 4.3 porcent of the total invesitments made during the
;ya&r. Fhres=fourtha of thig mamiﬂtaneé wan bagged by IUII ard

the reot by IPCI and #¥Ca.
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Zonemwiae Digtyibation of Accintonce

The Wepbtorn and Fastorn Zones doken Logethor agaopunt
féé 5 magaévahﬁnk of invostments, it wvaried botween T2.2
@eraan%'aaﬁ T8 @draan% of the {toial invam%a@ﬂts'éuﬁiﬂg"

- the s mﬂg period. The remaining three sones ﬂﬂ?r@L Fa-icl than
3@ perpent of the 1nvw&ﬁmanua. The Eouﬁh@rw ?ana eredi ted
with the highest lLife busizess dontribuiion vecelived only

14 para@nt of ZX¢'e corporate investmants. There ig & defie
nite bimws in gronting loans %o Vestern Sone where pitustes
the DI0's hepd quariors. The regional ﬁinparitv in granting
Pinmncinl ageielance wAn on doealoniit..

%The Dtate-wise disdribution of apzintance aleo shows
a definite preforence for H&h&$aﬂ%r&¢ The proference phown

b

to wesd Benged during esrlier pericds hmx conriderably basn

G

elininnded, Kevala, Keraniaka end Gujrat have. improved
their position &% the ooet of this decline.
the indupiry-wise distribuotion nf nenislonce showa

that sngineaering inﬁuétfy har accounted for more than ohde
fourth of corporate scouridies:; Tollowed by elsatriecsl g@@ﬁ&.
ind wodtry assoundiang foxr 1ﬁ.2§ peroont of totel gecurdties.
Thourh the sharse of enpinsering Anfduedtry has ingreaned during
% sur shuly period, the cation textiles ranking second (accounw

ng Toxr 9.%1 percent of 8@@uritiea} giided %te Tourth popie
tion (aceounting for 8.07 percemt) at the end af pbaly p@wiaa.
TLeotrioel goods indusiry roised ito shere from 5.27 persend
t2 15.2 pereent and chepienls industry from 4,85 percent to

s

D85 percont.
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Investpentc in Big Husiness Housen

Phe Ezﬁ's inventnents ave heavily aaneen%ratE&-in larpe
and well est%h&*ﬂhad companien, The iﬂ?@sﬁment@ in large groupe
and Qaﬂﬁla large unferinkings have schown an ﬂné*aaaznﬁ nhara
at the asopt of other undertakingn, Bveh anong &%r@e ﬂrau@a,
pone groups, notably Asghel Deyiond, ?inghania,\garaen and
Toubrs, Hahindrs and Mohindrn and Hodi offored mﬁtar investe
nent oppordunitiss and LY¥5%s share phowed s rine in them.
Converpely, Ori Row, Toorajeull Hogarmull and Vel chand were
not acongidored go good for %he invesiments and reginstered &
fall in thelr respogtive ghares. The remaining of the groups
did not mark any appracinble variation in their a;iee nf -

inveptuenitn,.

nyopinente in foeialiveordsnted fichepen

Yith the amenfiuent in seotion 27=-A of u?ﬂ Aat, 1956
y@quifinp LIC %o invamt arpund 2% pG aant of the tntal Goores
tion %o controllied Lund every yveny in the éaaially~arient@ﬁ
pchenen, the LIC entored dn & bip way in the pubkic welfare
invesinentn, Whereas at the end of 1957, LIC's invesiments
in gocialliy-oriented seainrse wore of the oxder of Rpoe 8 ¥x
croves onlys becaupse nf the ftatulory offoritm, rafersd %o
abnve, euch investenta aa on Ilst.March, 1986 axgosedad

1

Roe 5780 erores . They now eonetitute nore than $1.20 peveent

1. fuch inveastmentsg rooce o Ree 6449 arores ne on
F1at.linrch, 19587, reprepenting annusl srowth rate
on 11.51 pereaut.
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€ the total Iinvesinontoc. The fund ig invested for the benafit
of the community, by and larpe, in the Tielda of powar, hotune
ing, vatere-supply sWWvarage, agrieniture, agro-indusiriesn,
industrial estates and honde and ghares of various fincnciml
onyporationn 8t the State ap well an ail Inddim 1@#@1. Thig in
in additlon to Ruo. 4,367 crovea iﬁ?egt@d in the Central and
fsate Government seouriftien which are algo ubtilipsed for

nation building astivities.

DI0's Roie in Investee (ompanies

mith the recomusndation of the Indusmtrisl Liceneing
Poliecy Inquivy Gompittee that a&l »tate-spon@ored_finanaial
inmtitutions should aqstively perticdpate in the managesent
of investes compsniesn, the LIC was neked %p nake a undest
beginaing in thip regard. The LIC did siart using its vot-
ing»powar in vériaug forma againgt the erring &an&ggm¢g§ of
gome nwrporate enﬁernrznaa‘. Buch intervention in corporate
' mananemﬁn% im an invegural nart of ﬁh@ gvarallppnlimgas of
the governmaut of smploy ing equl ¥y h@ldinge of ail publio
Pinaneial inetisution fmr enlarging the rﬂle of state in
| ﬁanagémént anf asnirol of c@rpéraia industry. This role,
.Ihawevgr. sutferad o se% b&ck when 2% was challenge@ by Eatarta
ﬁﬁﬂ.lﬁha Bombay High cours d@cjﬁeﬁ, #%¥he provielonm of the
LIC act do not suthorise the t&hing ovor of camp&niéﬂ ondy
baonuse the LIC by iteelf or along with ather findncial inBtie

tubiong happen %o invest considerable sume of woney Tor hold

1e Khan, M., by Industrial Finsnoe, Tate MelGraw Hill Publishing
Company Lidey, 1982, De 40,
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ﬂ?a?‘ﬁﬁ.yaraen% of the shares in the borrowing company, nor
&aeé the poligy decision of the Union Govi. authorise Lhem o
take over the managenent or do any aet which virduslly amounts
o Saking over the managsmend of another gompunys Thal ean be
done only for the purpong of pafe-puarding the investnent nade
By it“’. Phough tha deciplion based on the reagnﬁ;ﬂg.nf th&
learned court m whs reverged by the Suproene Qourﬁa &g mueh
reagoning  wan not touched upon and, henom, & doubt lingernp
ag Yo LIf'e role in the investee companien, Purdther nelther
the LIC tounches upon this point in ite snnual reporis nor has
the repearcher cone ROTOSH any reference %o a pﬁbiiahsd é&uﬁy

in this aren.

Sreandeational fStrueture

'Eha_aﬂaxmmug axyqﬁmian of LIU's operaiions oaused pome
g%m&gﬁux&l straines and 8 reviaw of entire orgenisetional
pet up bBecnme neceerary o enpuve that the Corperation’s
gavvicaﬁlﬁm the paliay-hglﬂaxa ai@ not lag bebind and intere
d@partnantal oo-priination at varigua &avel@ csnﬁinueﬁ to be
@f«@awzva. ﬁeﬁorﬁiaﬁ to Iﬂxwmr Deyal, whm wap direoltly involw
ved in the reorgonisaiion nrogromme, the changes Wers braught
about in Qwanaz@@. at aupﬂrvwro?y sffice such as @ivzyiﬂnal

and ioenl bhead office, &t The zonal and cenitrel mftis@m,

‘1. Boeorte Ltd. and mnother VR ﬁn:an ot Eﬁﬂza angd athmrs,
*he Indian Law Fepa%ts,ﬁamhay. aﬂrﬂeg 1985, y. 1140

3; LHIG'm ﬁf India VY Xgooris iﬁﬁ»... ;&.I.‘.". 1::?6, ﬁ‘f!ﬁ}}!‘&ﬁ}@

Court, De 19704
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Phege changes incinded the ﬁaaen%raliaﬁtion of work a% all
nfficeé. the ﬁew[dafinimian'unﬁ specific aress bf wérk.vthe
new control pnd pupervipion method, the new relationship that
the éew roles require, an intesnsive nulti-level iraining for
performing the emerging roles. The eperationsl duta in post
decentralisation era shaﬁ etéaﬁy improvement in all directions.

Though LIC has sade efforts to provide glability and
penge of direa%ién to this monolithic awﬁmniaa%imn.th@ mana
outlook im unfortunately miscing on the peort of the mion
Govie in piacing man at the tWwp. #ore than half of the peYe
song who held ﬁna hiéhaat offine of the Chairman were drawn
jfrom the povernment service and had no pravinua axperience
- or $relining in insurence induntry. Ac many ag soven of the
Chairuan romained in the office for lese then two years. The
ather thyee heid office for more %han two reara but loans
than three yeasrs. One of the incunbents perfomod as Jhairman-
in-Charge for aboud Ihree years and when he wam given subs-
tantive appoiniment he was allowad to hold 1% hardly for a
yeay, Tﬁe tenure of the Menbarg of the (orporaition showed
the similar trend., Aboudt 50 percent of the monbers remained
in office for & period ranging beiween 1 %0 24 months. Onew
fourth of the membere renained in the office for leasnm than
1% wmokAhs. Only 6 pergent of the manbhers enjoyed o tenurs
of three years. This Ttenure patiten of wnpewbership ia no
where neayr Morarka (ousitiee's recommended tenure of five
FORYBe

The ngency foree lack pense of profesrionalism. Hardly
any peét»e&l@ morvice ig available o $he policyholders. The
tvaining effords of the LIC, conpiderinsg the wammitude of

tank involved, ars far and fews
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Spvinge throush Life Insurance

A% the beginning of  our a@uﬂy_p@riaﬂ 1ife dnpurence fund
was Be5 percent of ihe ssvings of %he houmchold meator in the
form of financipnl neseto. fince then it han decreéased in ite
ghare and hag gona down 0 6.2 pereent during 1985-06. Thig
fall in share has been gain of oihey mavinge sedin nanely
currenay. holdingss iosns o souspanios, corparate seauritiss,
abe. Hot only iiﬁ&.iﬁﬁuxaaa@ has besoms uvnotirnctive as oove

inge aedin, 1% han also beconme an uyrotimnative nedin of rick

COVRTRESe

LIC ¥R DL
R

" Wor whole 1ife Limited insarence poiiey (with profits),
the difference hetween annual previuns of L0 35% ?£1‘ at an
entry age of 206 yenrs for a suwn amsured of Rete 1000 Yanged
" between Rue 3,99 and Kse 4,75 for theo ternn . of 30 years and
50 yvears respagtivaly.-?hafawerage.pxe&ium rate n an ontyy
age of 20 for 30 %0 SO years teras im 20 pereent higher in
‘ﬁhm LYG than in the Pid. Inecase of Endownent Assurance PLI
is cheaper than LI firat-bée&umﬂf%he-xa%a‘gf promiun 1

ghar, The.

lover and socondly because PLY bonug rate i&'hi
prenium vrateg vary bebween Bee 6430 and Ree 2455 per annum
oper ﬁhcugémﬂ sun assured in the age group of 20 to 30 foy
1¢ yveares snfowment Term. Under whﬂi@aﬁ$fa ﬁanvertible BRI Ui
ranee poligy for = person of 20 years Tor terun of 30 to 40
. years the premniun differential renges bDedtween Re. 3.13% fo
Reve Be60 per thousand. In cepe of Anticipated Endowsent

Asgurance the average exira premium coharged by the LI¢,
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- as conpared o PFLY in respeect of 15 yeare and 20 yvears terms
‘f&f the aga graay‘b@tﬁaﬂﬁ 2@ and 45 is 7 peraent.

T pum up She pavinze Yhrough ?ﬁi ig &iliﬁhé maré'aéﬁé
r@cﬁiVQ.‘&% various ages af' aﬁtrw and for different uexma
af insurance for esach rupee of pramiun paid LIG raturng
ketween Roe 1.76 ar€ Ro, 9469 whevear repayment by PLE variea
between Ree. 146 Bnd Lae 1;&1;.‘ | .

LIC ¥R ULIP

Wl

The eavings %ﬁraugﬁzﬁLI¥ withvge@ufitg aover u?t@
 Rpe 40,000 40 wll the pore attractive. At verious fges of
entry snd for different torms of inaufﬁa@a for oach rupee
of premius pald LIC retuvno betwesn Ba. .36 and He. .69
wherens reyay@@nt Wy ULIP var*@a batw&en Pm. 1.74 &%ﬁ

Ree 2.44. | |
| Though the LI ir'fﬁyhtsmp 2 1@31 e 5&%%19 &gaznat

' piher savings media it hes succedded in r@@iﬂtin# 1te degree
of Pall agaiﬁat PHY and uz I? 1hrﬁurh 1ua enorm@m& ayuy of
egEncy foroe, Withoud o en&inf &%g wavg i% canna%, hawever.

rosiat iﬁn £ali to atn@w meﬁi& for a lgnr vi&@oA

CPLE AND ULAD.

Tiieart inatorv fhnres Yoy Riak fover

‘Kot only preniun rates of LI¢ ars highey thau %haﬁ of
PLI and UIIP these beoowme é*ﬂax¢minaﬁg”v betwaa o tax.payer
Jngured pereson and a nob-tax y&g&y ingwxaﬁ ?@?ﬁﬂﬂ. For.
éx&gple, ® non-tax payer paring annual preniun. Ro, J000/-

hag to bear the full inoifence of Rs. 1000/e. & tax-payer
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in@urcﬂ poraon, on the ﬁﬁhar-han&,:%haughaﬁaya Eﬁ;_ﬁﬁaﬁ/& ams
nreniusm bubt wltinate insidencs of proaiwm i@ nodt-mors than
Ree 750/ op = for the rest he gots & rebote in incomoetaz,
'%haAgma&tum of rebats goon on inerensing with %heAtés racked
of the perpons In the nome of pociallen we charge more fron
thore who can herdly mff@@ﬁ,ﬁmﬁ iesn from thome who have
abhility %o pay ¥ Bven iw Tizing rates of prewium the long
Here policies woent for weaker pectionn of saeiety are
economd arlly not #n atiractive ae thope tailowed for bubier
off pections of smoalety (Vhe benefits offsred undsr Noney
Braek ?glﬁﬁy are o peritinent example),‘A@ain ghart term polie
glern combined wi%h’mgney'baék‘ﬁeaﬁ&r@s are heaven sent

gifte to tax evedars.

OGS INNG

The appralonl of performanan of LIT leads up %o

the following hunble sugresiionste

{1} The LIC wﬁﬁ.@g%abliahéd_na f harbiﬁger.af,hap&'t@
nrovide mosind seouriity to the largest aunber of people at
the sheapasnt copl. The governmand hnowingly or unknowingly
has coupliented %he LI('s operstionel mechaniem in ssu#@e
af time. The Corporaition should be allowed %5 run on purely
gonnercisi basis ad iﬁmaﬁ Toxr ﬁhé gakeo of orxpeorimsnt. This

galln for the fellowing mteps:

{a) The deductibility of incuranse premiums should be taken
" away from the purview of section B0 (o) of Indian Incone-Tax
Let. This would wake it premiuwn burden uniform %o inpurable

gonmunity belonging tn different income g£roudde
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(b) Teation 27-A of Insuronce Aok, 1938, LIC Aet, 1956,
ghould be anpended in such o wanner that would give full
gonmergial frasiom %o LI %o decide ite izweéfmeﬂ‘a nollay
whi ch should privarily serve the interest of poll ag-iham.ers.
 Alternadively, the government should soquive the whole of
the 1ife Fund from the LIT and pay vaxinuvm postal savings
rote of interent, This would bring people’s wmoney for
pecpie’n uge 2% the e’iia@@&&& af the mv@x’zzw@n‘?z ba*‘é: nob
at the ms;‘% of insured m,m*ﬂ.@%mm a@m“ms}; ted ‘mx 4'31@ @sﬁf‘ér
ﬂeaﬁmm@ m' socledys The latter wﬁen mn rf’»:}_iwas the LIG

af i%e *mvw*zrﬁnﬁ @x@rc* 0 mm,@n zmci ;a.i: can conoonirate on

‘aﬂtm:* s:ezzmi cln 43: to poli mgssahmm.ﬁmﬁ-s

(o) The amount of surplus paid %o tho {:ﬁ'ﬂvrul tlovie i8
"eamfbxmn%ly high in tevms of rate of return on onpi bal
“ﬂm&:lé}&!@(‘ﬁ. Fhe governnend E;Emu:uii bo a&tigfiﬂé bv aecepﬁinf*
| ‘A‘Ia mawﬁa.ﬁ_e veturn on ocapital, say a‘* the zmm of 15 ney
cent on am}ﬁ. tel employed. |

(¢) Admitedly the government has right to direct LIC %o
provide soslal pecurd iy covere fras of vost or below cost
bocaure thip may be conveniont mecaaﬁ;,a&m of -s&bs&i&:’ii@iﬁg the
weaker pectiong of the émzie‘f'ag;.. Eut i% Iéﬁzofulé not ask- for
orops submidiscation 1.0, roguiring 1LI¢ to ehm"ga more than
‘warranted on riek considersition fz’om one samiau m‘m provide
inpurance cover free of cost or at hp.mw cont priz,e: “»:a the
other, ’ifhes LIG @hm&lﬂ ‘im ﬁireaw& %o reficot 11‘.3 vma‘!; in
ﬂrﬁmim}a rates and if any, subeidy :m %0 he gei?en ‘i:o sny

mmté.on of the B f'iaty the differential should he aontrie
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“buted by the governoent., This would, on one hand, proiect
copneraial freadon. On the othey hend, 1% would enable pore
Larnance ap?raig&l a lese complionted tark. The present
arrangenents hordly snable an cbisetive porformance evelus-
Tione |

"

{e) The governnent shoudd elgn & senmerandun of wlerotonde.
ing with the LIC, as i1 ham dong in the cnme of BHIEL, QE&G.
HEPC otoe Thie memorandum shouwld clearldy lasy down role auﬂ
%pﬁu@lﬂi&itl%@ of ¥he Lide If Whe LIC io acked Yo dimcharge
& soelel obligaition wigh 3@;;&&@ ﬁanancﬁﬂl imp&iwvtxﬁnqg 3L
tabhle wechanien mnauua be ﬁ@?ﬂﬁ%& %m gonpenshte. f@ fwawm@ial

losces of tThese scotividies.

(2  Phoush $the HIY has reduced the premime rates af o
few plens in the past, 1% has been of  minoy nabure and
reinted with only dhéee poiiocies whiosh are not well phoular.
The time heas gone when the LId hag n@'agﬁimnﬂﬁa cunsLdor whoe
ther or not to redeew The premium vates buit o pericusly
exaoine the extent to which the raies den be Yrought downe
%m@h etap will zo & long way %o schieve 1%e objootives of
@pre&dﬁnr of sdcial Becurity cover widely with specisl ailtens
tion Yo rural eromp and gooizlly anéd scononicelly backwnrd
elaﬁg@g;

In terme of yri@ri%y, the geal of prenium r&&mﬁ%&om
phowdd not be confused with ¥he goal of wnaximising ﬁetﬁrn
on ?alieyfhaldara‘ fundme X% would first ensure risk cover
et the lowent popeible cont so as o enpure soclal protece

tion to the teeming miilions and thon s for waxinlention
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@f return on nramiamg, raﬁliged. Hged one remind aiﬂ. %
fgl&a@%ny renark of the %hen Mnenes Minister st %z %ime
aﬁ;plaein@ the Life Inanrance (Foergency Prov%?xangb %ill
1§56,~befar@~th&‘ﬁekfﬁahh@ 81 ?@hrun@g 29, 1956. .??&a.pre-
minm mwgv be nolﬁiﬁhﬁ?iﬁﬁa& imiwarran%@ﬂ by atriat ggﬁﬁ?ial

‘amna*devat;aas“ ' ERELY

' 6?) The LIC's insursnoe poliaiea nre fas% lnﬁimﬁ grounée
as an ntiraciive wedia nf eavings in ammparﬁran o eth@r
paplinge nedls engagaﬂ &n;the-mﬁb&liﬁaﬁiﬁn of g&wxngag Poab
Offioe Resurring and @imﬁ:ﬁ@po@iﬁﬂrlgaﬁiﬁn&l farings Cerdi-
fienten, and Bﬂﬁk’ﬂ&anai%@ have grown faster than the life
‘ inrurunﬁa depoaito in r@a@nt w&wva; LIC nnd UEX ave thé two
h@em sonpetitorea in the Wield of mobiligadtion of E&Viﬁ?m.
he %b%al estount rac@ivaﬁ by wny of premiume by the LIC in
.%he year 198% 1984 mﬁm'ﬁé. 13355 oroves whiia the ﬁ@%@l
rga@iptm of URI éuriﬁmlgha% yéar rensined Re, 331 erores
Lless than the HIC. | N
Put the LIC wep lefd far b@nln in the veay 19%4«%5.

'4ngni¥a of itm, ﬁavmvna@ﬁ@ miven mqﬁonaiy. ﬁvewium AL nma
of the LIO increased by 1506 pe raan% in. the year 19 4~89
ﬁ%@p éhm previous ysﬁﬁ‘whar@ag the wiit income of Q@I
‘ihér@aréﬁ ﬁw 115,42 pereent Quring the same ﬁﬁﬁﬁﬂﬁ- Therew
'fars, the LYC bas to £ind BOME weYye and pesug Lo r@vawalire
itmel? and siond Tively %ﬁ&iﬂ@f already loping battle.
Tﬂﬁa.ﬂ‘%;:},ﬂ)ﬁ hite nmagz Tng iong ts&r& savingn .Lik@ Life
.iaeurapa@ and mh&m i@ why life ?nsﬁ»aﬁﬂﬁ in Tost losing
grnuna Be an atirnctive 'inv@ﬁﬁuﬁnt of raviagﬁ. Ia\ﬁyﬂér %o

u@mgﬂﬂaswﬂ mnney@ary loge due o fall in wahey‘vaiue, the



' ESd%S
..ﬁzﬁ Eheulﬁ igpus infi&%ibg iinkga pniimy,.a spﬁeial f@&tuve

of ‘competitive insursnce companies worid over.

’kﬁﬁ The bonue rates, Showth inovensed a&expﬁﬁﬁaglyiiﬁ'
reeent reareg in eonﬁa?iagn o %jﬁ§a-par% r@aamﬁg {ﬁﬁ eﬂﬁa
mf Eﬂaawmﬁnt Policien, i@ has gone up from ﬁa. 17;66-%0
Bee 58,00 per thoupand ﬂmd in cape of whole life ﬂ@wi@*ﬁﬁ
from Ree 22 to Rroa ?2 &G por thougand }s is even 0w lenmr
than that paid by Pil. The rote of honus should be at par

éith that of iie imwedinie competitor, PLL, if not bighor.

,(83 731l conatraints on LI0'e investoents are relaxed the
.ﬁiﬂ showld &@prmve rﬁtuwn on ite invesinente bv-r&iaiﬁg
vnluﬁe of corporate securd ,ie? %o 1; n@reant 1evel. Wiﬁhiﬁ.
%he cexnmrate gsecuridien &t Lhaaid 5nveﬂ% in 9quinv ah&rﬁn
&ﬁ yaaﬁ pecuritien nre now - availsbie in $he oeppiteld mﬁrkat.
By investing even the whole amaﬁmtvof 1@»&@?@@@% in florporate
Qquiti@gviﬁ il be ruﬁming no risi of rptuvn ag the renaine
dng 80 p@ﬁc@ﬁ@ji&.viriﬁﬂliy'iﬂ e fom of Fixed retim ine
vestnent. Bepiden, roiping rete of reburm 1t wauia éiﬂd>he&ga

gesinnt infistione.
I

'€g) he Torfeiiure cimuse of %ﬁﬂkﬁiﬂ ehoulé be ioneldintely
&an& awey withe I¥ ies & ~pﬁfﬂ&aﬁ@ﬁﬂ clRune whinh infiiets
finjaaﬁiwe ppecdnlly to %he LG?&E income group of ﬁaverﬁ.
ﬁ@ig clauge should b@=aman&e& in aueh & way that %he‘sévings
aémgoneh% ot p&ﬁmiﬁ& fm@ney regseived from She poliavé
hn&mera 'LERS EXpORROR &ncxaan%ax 5o wsuch inpsed nclicivr}
wi%h & resgonable rase gf inz@r@at thergon is r&gunﬁea %o

%he anfartuna%& polioy h@lﬁers.
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finee 41 Lig the poorayr class of galicyhal@grﬁ'%ha%
ordinarily counliis defould in noyoent of prewiuwgse téa for.
f@it&ra elauge in preciiec, operateos harshiyr againgt the |
very clasz which requires greaier scourity snd protectiion.
T4 han bopn slieged Shat “he bonus coneg ont of the ansunis
of the farfeiied policien and thalt is vealiy The poorer
ciaen of defoulting poliovhaldiere whoge policies arvre Lo
feited that are paying bonup 3o 4he class of pelicrhalders
whn ave Eﬁt%er off. Thip ie eurely nos The way to minimice
dnequalidties in ineome, not anong individuale dbud alrso .
amonget groupe of people.

TP the LIC is weully interesied in freating poorer
rpaiieyohalders' iegn havsbiy and oore liberelly it should
think in the dirvection of duleting forfeiture olauso with
pome incentive sush ap rednced premium for continuing %o
pay premiuvss regulsvliy. Yhe highest Sourd of the land wip
Toure thad with the menagement evperitise st $%m gsmmaﬂ&‘%ﬁe

s 3

LEQ eon devige s myriad ways of snerving the poorer meetien
af the people of our countyy ae &leo to tay the huge 1w ioe

pped savings regasureest,

(1) The poor quality of hugia@né is the nain conse of high
rate of lapsation snd survenders. The ﬁarparﬁﬁign’&han&& not
be gver ambitiané in yr@au&ing'ma# busineso ?any;héw o géme
'hﬂw’. The hiph rate of lapmuition can be ocheasbed by inecluiing
4t se oriterion in evalurd®ing the perlormance of nEenoy Toroe,

developnont officers and deveiopnent nonagers.
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, ?ivaﬁ Vear'ﬂ hﬂwh ﬂgm&igrﬁnn on ﬁr@a4um pawahke t&
gancﬁ ﬁqrga émamlﬂ He ﬁgveﬁﬁ nvar firs% tnrea v@arﬁ in a
w&v ﬁbﬁc tae highant @rﬁﬂiﬁ ’sr nea ba&imaﬁr in vﬁnaﬁvaﬁ
a?%er thf@ﬁ venwﬂ. A&ﬁ?f&&sively. Eax e&ah @ﬁligy disvama‘
ﬁinu@i wi%&in ﬁb@ f*rmt thr@e Qaarr 3] aui%ah.a rﬁaaverv‘ |
ahoa“d b@ nade %ar a~raaﬁ ﬁr&wn as@misriaa on maﬁh paliciaa-
‘ ”hia wi¢1 in&ac@ tha apaamy farae ta prmcara sniy ga

ﬂaina@ls hu@ nams anﬁ t@ ma iwazﬁ ya;iamahaiﬁerm %o v@m%inne
%hair peliﬁiea. ﬂa aﬁeaial af?artﬂ are mmaaeu%lv maﬁe %o
nursua&e %ﬁa near_yo;zthazd@ya %0 caa%ﬁnup *hwir ?Oiiﬂiﬂﬁ
&ftex yayimp ona, %wa onr threa pramiuﬁm. Th@ inﬂ&nﬁive to
swen s &gpeara T lm Pax' moumngr fi’raah huni nesn (msﬁ. ha&

aw 1nm1 farent} aﬁd mot for aﬂn@xnuing miﬁ pgxiezﬂs'

{%) Tt 4p & well known faat %bn% sre ﬂg@nts do no%haﬁ
for which %hev g6t ronewsd conmipsion. Iﬁ dis suse e gt d
that it should be pade bin&ina on then %o vipld Sheir
,aiienta ghen the \9“ﬁmimmi.ﬁra &ue a@ﬁ venind them to @&v
%h@ sane. Jn cagen waere wali@iaa, have 1aneed taa aonaarn@a
aﬁewﬁg ghouid De aahaa o furnvgh & &@%&iAnﬁ roport ea sugh
lapaeﬁ. On %he other bam&, the meiew h@&ﬂ@“& should a;go he
| i.iﬂEﬁ bg %he ﬂaﬂ@ar&vxnn to 19&#@ eamﬁlain%a aqamna% the |
anﬁg i they fvniiqy ha&dera? Bre nat ﬁasi 1@& bv %hﬁ a
ﬁ@rviﬂ@a @f aﬁgn%a. In aﬁma ae&anﬁea aawas, L=l ke a? tka
ag@nta whm are m%gohﬁa o tkp Alh fa“ 8 10& %ima anﬁ h&ve
8 eaanﬂ @re&ihiiiﬁy with t&@ uzﬂ, may be auznarised %ﬂ |
: aalleqv yre&ium@vfr@@ %havpoiiay-hﬁiaers‘aa exp@rimantal
bésis end if thig scheme succedls the eane way be widened

in phased manner.
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(Qé:V'IQh@ nigh sagenaoy aammigﬁién ynliﬁi@g nIre ﬁ&é mnﬁ%
popular policles, generally $ho premiuw Yates of such polie
ciga are higher. The propising policiss with econowmie @rmmium
f&ﬁﬁﬁ. but with low counission do not nit the mmr%a%, Eone
mechanipn shouid be deviged by whish ohesptley poliniesn slmo
aorketed. by agency force. The LIC shouwld alns, indepenient

of agency fowvee; publiosisme widely abiractive femturas of

newiy inﬁ?@éﬂ&@ﬂ gl 131
{16) %o redude ithe expenges incurzed on piationery,

printing and maunual iabsur in respeast of isﬁuin?vﬁrgmi&m
notises to the pelicy-holders paying presiums. guarterly,
ha%fhya&fly oY amnually, the LIT should dnnedinioly oiop

thie proton. This Job of ?@miﬁ&in@ the poligy=holdern of
thelr due dates should be asvigned Yo dhe eonsernsd azenis.

S Thie will 8t lessi Justify the paynent of renewal preaiunn

to thom. Puriher, the “Eﬁ'ahnalﬂ‘@ﬁkﬂ s thoroush snsiyeias of
A%n aannuani forms,; end reg shers é%@. in oxder to raiionnlise
theme Thim action way bring down The mansgenont ewpennen of

the LIC %0 & preat exisnt.

(11} The LIC shouid imtroduce s Paps Book fyetem instesd
of immuing premiuvm receints. Lt will be sheaper and égnva-

aient boith on the part of the HTG spd the poliov-holdors.

€§2}\ 7o promote ihe @ur&l'buain@a@ 2 workable pyvotem
ﬂﬁoulﬁ be found out in which policrholders woukd Be PYoe
wvided with a %aﬁs'%@qk and the vremiume onn he-&@%a@i%eﬁ
with She ne&r@gh uOEt office, Phis would, howewver, r@qmira

a rewviea asrrangenont with naﬁtal authorities,
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oo

(12) he performance of the LI¢ in pwﬂvii‘ ne mural

R

ereddt csnnot be paid satigfaatory. The Gorﬁqrﬁu;mn ﬂav
woll be adviged %o ptart "Own Your Fnr& Qohenet on $he
patiorn of *Own Your Houme © iewe' I% emn play an |
important role in the raral branah eXpansion. ?ha'ﬂorpﬂn

ratlon mey sleo grant lotns So fareere Pfor minor lrrighe

(14) Txpeneces rolating o porifolio management should
be shown by the LI %o arcsriain the real rate of reiturn

on ite inveastvenio.

Kl

(13} Fotwidhetonding, the LIC's annuel reports supply
detailed clageifionsion of invapimensa, @h@__ﬁﬁm@ ﬁ@_na%
contain information in respect of yleld rates on guch |
Investaendts. The LIC shouvld let ive polioy~hoiders know
the raten of returm on eash cinsp of invaﬁ%mﬁn%aa Thertm
fore, we cugrest for the exhibillion of such rates in its

annual reportse.

{18) The tenure of office of hEt’S thairman and Menbsrs
1o too sh,ﬁ% to wdleretand ithe groviiy of problenge There-

fore, 3t shounld be exiended to five years.



