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fJ.inc• ri.o.tionru.ieation. therf-1 llaa· boan a )2.67 folf.i 

inorenB& in f'Jla ft.l!lftltarOCl and. 5.25 :fo~ci, inorenne in inAUX'fill08 

1Wl.1o1ee. nurinm our ert"d.y penod mm nsetU"scl hl\rJ il1oronmed · 

to '3.6 times &nll nutlber o:t po.lioios have gone upto 1.5 'tinaea. 

'this ~wth 1.8 ae•uendabl.e. Ho·WGV.C!Jr, t.be .. goal of providing 

:1ntJnlran ae eover tfi •nob oroQ.d G.o;rner it! even now. e. stu:pen­

dou.6 taek• As agsinert; 32.;10 pol.i.ai,es ( l)ct1' tboumm.d of popu­

l.D:tion.) at the b$ginn1ng of the Btv.ly poriod we ba"Ye 32.62 

policios a a~n.rginat 1Dprovo.mtllnt on Uarcb ,,. 1986. ':he per 

onpi.ta: sua asauroo ·has nl.P.lo llhown. n rnod8ra.te riee. 1 t hntJ~ 

gone up :t'rma Um •. 1)4~:16 (ttdjustfitl ttl WholesnJ.e price haee . ·. ' ~ ' .• ~ 

. ', < 

1Jin411e April, 19~j4, ntny bu~.ineas J.EJ reoo~~intt new. 
I . . : ' ' . ' ' ' . ' I ' ' ; ' ; ~ ' • I 

hoi·g!lts of n:ro,ftb a~ourid ~ pa~oan t par sniuw a!fo"tth &U! in 

nnm' !\!rsurea 1!\..~cl ao poroen t in poli a:t.ee :1 seund, ~.n all time 

reoo:ml to·r, liiC. ~he ft'ifernee m.m ftBBlll"tm. ptJr new pol.-1 oy has 

dt:h~bl.cd durina the ntudy psri'od . btit'. -to ~ ~lt~!!tt' extent thie 

rl.se J.ri · pol:J.oier; 'aise hn~ .htten · OOU;~aa· by' in"t.lsti()nney pre-
I,: 



' . . 
' ,_1 

f.~uthern 00ne naQ.ou.nt:tn~ .for ro.tlmlll.7 1/4tb •. of popul.a­

'tion o.ontributos 1/Jm. · ot the new pol.ioif'Js and flortt than 'o 
pereent of 'tb•l aum nanured ev8ry year. ~hrougbout our pariod 

the Sou.thern mone not Ol,l;l;v uattilttainud ~ut al.eo, inoraa"«t 1 ta 

~~ru.l •. T-h~ ·w1'ttt1to.:L:-n mona .n.e<:Qun"t:in.i; tor 14.,31 pttrcent ot popll­

J..a-tia.u booke\.\ arou.n! 1/4th.; of business. AJ.thOUJ!h it main-. . 

tnin!Jd i te posi Uon, the J.ood W!IJ!I redut'l8t::i. In t0~s ot pe-r 

ca:pi ta new buoinea~J thie Bone had 1 te pre-eminanca th!'outr.bout · 

tb-3 atudy period (Be., 160.09 par ea.pi t~r. new busine!!s u.s 

a~iuet R:s. 1:54.02 at the trouthem ll.agion).. ~ho btrtern ~one 

aeaountin~ to:t! !!Ore than 1/4th. of· ths population oontribu­

too throu{!;hou.t l-eeu5 than 1/5th. of' tb.o uew. busine.tu~. 

'lhore is a dloett enrreepanttft.ll.oe bfJtwe~ tho butd.!U,tiJS 

])ll:t"f01"08,»;Q(i of· montUJ\ · mtfl itrn Otlnsti ttlfJnf; di.Vimione ,_ e. 

bus1uoen wime poor sone c~neiB"te ox bu&ntt&J!! wis6 p&or · 

(\itris1one and rt~a-v~1]t8~~ Tbit diV'i.nionnl di~pnri-.~1~ee w! thin 

a· i50tHJ are oxaoptionnl. t0a'turo •. 

\i'h(i :C.l(J · laam beot\ e)Ut;:oems.:ful in casting i te :net nmong 

unineur9d :peo:pJ.e · to the a7tto!it ot .roughly 2/'m• of poli.,. 

oiee iaau.ed ana; BW!t 8F.len;~reU: olfery year~ fhia is' an aebiW8oMo 

;aen t a.nd l''ll):f!Qsents a oonf!!:i.sten t growth ll'ti.te of new policy­

ho-.ldera tho:agh a·t :a .low ratG. A.a naw ;p.olieyhol.ders e.r~ tros 

relativel)r lower inoorzttt brP..oket; averp,jge e:i.se o~ their 

poli~ies ·is nround 20 ·poroont l.•&n than of 1ih~ma ®:in;: 

tor aubsequ~t :pol;:l ... oi•l'• 
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!£his &e.ae o~ btU9inees hns eno.bl.ed the LI.a to prGtect 

tho weaker f!eotions o.t the society who were never u.n.dor ineu­

rfi!lce oover. On ~arch ,1, 1987 i.t oov<el."'Mt 1.0:; orore~ .11vea 

with a ou.einoas of Ita. 12,645 aroree. Ae agni.net this the tot£\1. 

indivi.duu ineu:ranoG in toroa on the sntae date consisted of 

48,151 ororee ot rt@eea und.er pol:tilies numb($l!'ing 2.99 ororee. 

Thus gro ll!l ineu:rMao hae suooaeded well in reaching to the 

I!U::Lasee as number of lives oov0red u,11d0r ~ro® 1neuranoe ie not 

tar below than under in<1ividual insnranoe1 thotli~ the fcmer 

cata3 on· soene ·muoh J.ator. ~he o:rou.p insurnnea eoheae for land­

~eso a.gJ..•ioW..tural labowera i!ltrochla~.d on 15th.Augu.ot~ 190"( 
.. 

has s in a s:lng,.le stroke inc!'@nf:!od the number of li vor; oov·"rod 

to· 4 times ( 1.0'3 oro:res ~iViJeJ under ol.d group eoh~en a'ld 

:; crol?ea livGn~ under thin new nchem$) undor ~oup insur~~vtoe. 

-5al~.~v Ua.vinro~ ~.ohom~ (~Sf'} ----~'- _.. •• a"" A .,._ ~ 

~ho salary nnvinma eohettas hnvo cm!lo hruta.,v to the 

Ol'lttmir:;ed sal.ariod alnar; and bavo become (lUi to :popular. t.i~be 

JJ:ta• s .pert'omanoe hnn, hmll'over, not been vaey tltntitafaotor,y no 

it has nei th~r b'Jt!n nbl.o to retnin ita e:he.ro in . ~owine nWZ! ber 

o·r salary en:rnor,e not tn the oominl~$ of the oal.srioo oluea 

d uril'l£1! tho review period. : 

':. 1 ..... , ...... 

1• '!he figur~ 'tor inGtivj,dual. n.eaurnnoa ref'era to nu:nber o'! 

pol.ioiea &nC. neyt nuro.be~ of liv0a ... i.e around 40. :pel".:;~rrt 

tJf ntWJ poli oi~n~ ara nubsequf!Xl.'t poJ.ioi'-te Qf e:~riating pol!O)'­

ht)lderao ~he tuunbor o:t l.iV8~ und(:}r -th~ indi.vidu~l. an&urnnoe 

woul.cl bC' arou.na (2.99 Q.rores m:.tnue i tm 40 pereent) to 

1., 79 crorctl'J• 
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. . . . 

~her rural business is a grent :ohall.ei1ge to "the{ LIO · e:e 

there· iB a: dearth ·o'f ·otfao1iivo uglJ.lnoy ·toroe. ~h~ pro Olema 
as~ooiated with eoll.e·ct:!.on of renewal. premittriA f'urther poee 

·a ·ahf.U~enge to eontinui:t,y of in8urnnao oover. ·w:L.th. • the· direc­

tion anti ~upport of the otn-te, ·the LIO l1ae ·aome with di t't~rent 

typef.l of' low eont poli.oiee tail.o~ed. to eu.i t the needs ot 

diver!!e rural popula.tiono A beginning han •. t~ue, a~.rort,dy been 

mooo to take meaeage of ineurn.noe t:mm .• o+anm•' i;q ·•meee'. 

The Corporation 18 &lding periodicall.y new plene to . ' . ' 

ineet. tho needs of (iiffez'eii~ sootions o:f :Pnl.iey-hrildar8. 

Wi th~-n n · ohort ~'PM. of· leas ·thsn i;l$ years· it he.~·· in:troduo94 

new plans ~ik8 •roevsn l~i tre., · '!reevm:i Sfl;thi., M lU.tJe Sf'.ndeeh, 

Biron. Jlha.viobye. (TeovM-• cTeevan I1ha.rn and J'eevan . Akahe.y 'the· ·, 
' ' 

lnat one launched on· Feb:ruaz-Y 5, 1996 •. A oontinoouB exerll:i$8 

is on -k brine a:bout riaw prod..tlt:rva tO me'Jt· 'Che· na,ld~ .of tliffe­

'r&nt ~egQents of aoaie.ty .• llr.i til the lim!:l~· objeativ., the ~Xis·ting 

sebemoe. are review$d,, 1i10d.1f'iad and.. i.:f neaes$a·x~·, .. 8erap:t>al• 

?he promotion of· diffflr&.nt p~a.rug, ho\'iev·e.ri, th:SeS~ not 

find fc.vour wi·th the agenoy force ae i't ~ookfi to: the p.lana 

of .inrnux•a.na~ t~mA ~o~misf.i':i:on • ti ru\@..~ o.nd ''herefo:re,. li~ita 
., ' ' . . 'i .. , . . .. , \ ., 

:1 ta . .e:lUe OQmpaign to a 'flfi~:T BG.l8(3tet\ ~ol.i. ~ 'Pf~B· ~hirin~t , . 

19B5-:-86 .on~y two pl.nna ( End.o~ont. Amrsur3~'Hltf an~ 111oney ~s.dk), 

s.eeountod tor. 78. pe.t"(J~Jnt of new b~e:inesl!. Uor8 than, fift~4tn 

ple-na indi vidunlJ.y oon tri. bu.tetl · lese t~e.n 1 paractn t of new. 
' • ' ' • • ! ' • ' 

ou,mineEJi:lt the!.r ebJlre ap,:e;rette;t~ to· 3 •. 12 · })8~oen't of new 'bue~-
, . ' .. · . .. ' . . ' 
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to 1!'aca resistance from the ngonc1 f'ora. whiah hn~ the ·:laet 

l.auglh In ra Q(Juntry with e; poor kncnvl.'edf.Je of insumnes pl.e.ns. 

it may 1:1e apt:l7 ~omarked, :LIO pr'~poeee agenot 'force dispoQae. 

and oonvarte4 in to poli aiea durin~ Maroh (year endinrg }'. ~hie 

o'\1!er eonoen:tz-a.t:t.on of 'bueinGt9S has i te .impact on· _the. qual.1.tv 

of busineee and catuJee hi~h4)r ~apea;tion. 
' 

!n .ito mintnken jeal to ehow to tJ1e I!OV4U\1~ent the make 

bel~eve auoaeee ot the LIO it h&ai gone all cut to pro61U'e more· 

-and mol:'e btaeineem 8»Ybow and Bomebo,v •. Uuge :t~~p11:1.t1on bao. tbe­

reforo* been the nstWffiJ. outcome of' this forQed 'sale. 

The J,"esenrober :i.e un.abl.e to reeia.t l.&.pe&tion to q'Wlte 

the rtuprerne Court•s vem:lot in •ne~erve l!!tnk of India V~. 

Peerleee General. pinanoe ·and :rnv$stelent Oompnny Ltd.:. ~he 

verdiot .inter alia reads,'. ~tta:tnoe it i.e the pooee!' el.ae.a of 

pol.i o.r•hol.ders that r.aay O}lJidinnrily l'Jo eXpeoted to aom!ji t .. 

def'aul t in pQ!rment of premiums, the for£ei ture .ol.ausep in 

practice, oparatGa hnrebl.y spooiall.:r against that olaee. the 

very &a.ee 1~hioh ~squires ~oa.ter eocarity and pro-tection ••••• ; 

~e number of poli.tdee to~fi.Qtad n.ro rou~hl.J' ~ percent of 

tho numbe!' . of new polioles ismusd d.tU"intJ a yea.r. o o ••• 

we notice that inait'irmca ot l.apno~ or for.tiettane ot Pol.i­

ciea ±e the hirtheet in tlle first· three yeare af":'te~ the policy 

ls issued~ It does not reqtlire much 1ma~na:tton to sea that 

the victims of ··fqrfoi tura olau.~o in 'be pol.ioiea are batnld to 
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. 11e p:e:reone boJ.onminm to the poo~er eeotions of tho people. It 

~oee :not appear that any spt!HliRJ. eftol:'teJ are mn4e by thG Ll6 

to pureurule tho :poor pol.iey-hold@r£t not 'to .fJJ.l.ow their po~i• 

eieflf to l.apea o:r be for.foi ted after vaJrintr. one. two or thrae 

premiwnth $ .. b~ ~nc~eA~ive 1\tJ, .s;tentm an.n.t?.Y\d .. to ;np,.,f'~ 

!!tt-al!rinJS ,fr.,emh •. .Pe~.eeB ant:l not ,f,(J'F oon.t;l.nJ!il\Ait .P1! 

,R,P.liOi!'!"
1

• 

The judi ciazw ie takinG a etri.n~nt view to tho caEeo 
. . 

·of J.apeat:Lon and lrelu:1ng on pFOVif1J'-.ons of eaotion 65 o:r the 
,, 

Indian Contra~t Aet to decide whether tb.e nmoun'ti to!ttoited tor 

noneopm.yment of prs:lum is l.eg.nJ. lt h®l.d that when the oontnct . 

beoomee voide tho person who. has recoived. any advs.ntago ie 

bQund to res-tore it to the other party •. Acoow;ng~y .tha court 

orao:rad 'th$ :refund cf p;J?emiume wi:th interest at the- ratG ot 

12 peroon1; on pol.ioiee J.apeed prior to instU'ed' 8 death fo%' 

non-payment .of p~emium evon 'W1 thin 'the Bml<CO period 2 
o 

The LIO :l.s titus, taoing: tbrough poor public ana ·;tu.a.:tce.l. 

images e~oneequ$ncee of 1 ts ove%'1 mnbi tiou soci!\1. neou:t:>l v taJ\-. 

t~ets .. ~hero ia a call. to del.ete tbe perniCious f'orfei ture 

Ol.ausa from Lite Insurance Aehemee oontainin~ an el.emont o:t 

ea~inge. 

• f 1-· 

1. A.Icllo.g 1987 t fiil1Pr&m.$m! Court., P• 1028. ~he cmrihsate baa 

been adt:1ed by 'the reei.sarober. 

2. ~be ,(l:1ty OivU. Court,. Ahmedabad :l.n the eQit f1l.OO; ·bJ' 
M~a. naye,na So'tb a.ntl her. ~ fllinor cb:lldron and BllP!)Ortecl 

by the City based Consumer Ed.uoati.on and nosae.r® _a.entre.· 

The ~elegrsph, Qal.cutta, dated. 2 ..• 2.1967. P• 1. 
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·!!:he LIO is pw;-.euino; its pol.iey of deaentre.lcina.tion o·t 

· servioing funotione to branch offices but in a p~ant orsa­

niention of the LIO' n eine a toeling of negleot ie bound to 

romaine What is OUI'Pri.s.tng, however, ia that frustration . 

ariain~ out of pol101' serrioing is writ not onl.y on the 

face ot ·the man in tllo street 'but sloo on 'the. face of the 

people in tile bigb.er echelon olr the society.,. One oon imagine 

the state of af'fe.ira in the LIQ ~vben the following remarks 

emerge in a verdict i'rom the tnifllb'ty pu ot n judge ot the 

supreme aourt. 

"It h1as a filu.ty to tJorvo peopl.o in the rir~ht .izsaa.~er. I 

am constrained to. observe from m;y o:qJerienae that· I hnvtt 

found tbc LIO heszttleas whenever Claims &%'e made against 
' . ' 

i 't •• • •• 
should at· J.onst in future be l.iberal and. genero.us when 

claims aro m.ade by. those unf'0rtunnte .tow~ who wben robbetd 

of their bread eo.mers al.aim for inoured amount and t?ho are 

1nvanabl.y met on teabni'dal. p~en.o o:t aonaeeJ.mont of Ri~ment 

and -the l.ika. 'lhe ;l,IC. (loee not oome out with gl.ory when some 

ot i ttts dea.lina;B arG .Qo~sidered 11 1 • 

.ftet\iemen;t . of gl~im§ 

Thoqh disposal of ou~et~ing alaima he.e shown an 

:ieprovemont,. a :lot is yet to be done. to build a reputation 

among the maeee.s. i'he o:utBtnn<linm rate has been broui!llt dom 

1. ,rumtioe Kha:l.i4 in: 'Ree~erve :Bank of Intlie. vs ?}he Peeztlel!ta 
{l;eno:rallrine.nae and InY·oetmen;t Corapml'l1' .L'td.• A.I~n.,. · 
1991, . filupreme OoW?t, p.-. 1045-•. :.. · 

' ' 
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Ineomo 
QILAC¥1 .,..._ 

., ·.,. 

Tbe .main .oo~st1 tuen:te of ~he, Ltu•·s 1noo11e a:ra ~ 

premiums. income 'from i,nvemtmente and bi.scel.lan~oue_ 1n®m~. 
; :. . ' 

' ' ' . ' . . ' . ' 

totBl inoomo, ana its amount i:s r~g:!:st&r!nm n f'a,:tr growth, 

its· Z'eJ.ative ahsJret :ts on &ow rm4 ~u.ri&.l deol.in~. On. tibe. 
. . .'' , :. . ·. , : . , - ' ·, . " .. _, .. I . i .. ::, - ' '· , . 

other hm:att-. :1nuomo f:oom.-1nve.Btmants baa w!tneosf4· a.· cl..ow 
• t ·' 

1
,·. ' '. • • ·; • ' l 

'/ '- ' I I ' '' ! :.·: t I : 

t~u.t ·ete~dy growth ·upward t:t"~en4 ·bQth in ~)so~ute ·and ·-rril..o~tve 
·,;. ' •' 'I . ! ', • .• :, ' , . , . , I. , ! !' ·:; .', . 

terme. Ainctit mi.soel.l.aneoJ.te .inaom.o does t.&ot in~udtl any .r~gu-
. t ' l . . .~ ' ; ' ' - • ' ' i : ' ' : ; • : :, I ' '• ' ' 1 • '; : : I ' l ' ' . : ' • ' ' ' ', ' ' ' .' ' ' ' ' ' ~ 

J.e.~ pi~ediotibJ.e an(! oMnn;ea.;bl.e ineome it l"omaine without 
' ' l ' ' ' ' ' . • ~ • : '. I ' : 

•·: I 

. ) . 

. ' · .. 

. · . ' ' 

·. fr&nerelly believed, tbat 1Brgar the Nount fturt Whleb life.J~, baa 
. ,, . : ' ' I,' 

been intnl!'e(i moi."e' :tllt the in.;ome throUAth ·premiU!lJB'· from mioh 
( . ~ I , ' . ' ,' 

. inettranoe. !'he tactore J..:Ute type mtd sp~m of :lna.tUted pol.ioles. 
- l •• ' ' ', ' - • ' 1 ' ' -. ' : - ' { ' l • • : ~,' ' .' ' ! . ' . . ; : . '. ' 

mte o:f premium and age of ineuretlt. eto. ·p~~Y-. i~f~u~ni1e tbf!'. 
i . I' ' >,. • • " ' 

qu~ti t; -~.t promiws. an~ moo •BUllb• in ·~BjO!'ity Of OSU'J~~ t~e 
• • ' ; ' J ' ~ • • • f '. ' • • ' : : •• - ' • ' : ' • ' \ ... ' \ 

premium income does .not keep pno.o wi.tb the amo~t of' but-
, '' . / \ ' ' ' ' 

n~~e handled. '!be introduction of ~~~.1 · rlavin~ !Seh~es. and. 
' ',I ' • ' ' I' 

' ' > 

other .low cost schemes hasi"e~u.ltedin·m: situation where 
'·, ; ' 

pramiumtJ incomes. are s.t a lower J.ev.ol. than ei th~:~r· n:ew b~si.;.. 
:•. I ', + ' 

1.'' 

'I ' ! 



~he inaoane from first yoar' s premiums 1 a the barometer 

for moa~uring the proaraaa of' lif'a in.et»oranoe btud.naee. The 

rene:wa.J. p:remitml !n~om3 ia oeoondary in thia regaN. Between 

the t"vo tho ti~at year• a prar;1ium. inoo11e ha.e shown better 

growth and tbia i.e 1.Wderstandable. in l.ir,;ht of a marked rate 

of policy lapae.tion. 

The e:ingl.e ~)remium sndo.ment polioiee ancl aonsidern­

tiona toJW annuities are ~ining popu.la.I"ity ~n recent yenro 

and tbeir share in totftl. prcmiu.m ha.s doubl.ed in our ~tudy 

}}8~".1od. Tboueh gaininm populari t~"·· · eueh premit.Un.e eoru:rti~ tu.te 

onJ.y 1/10th. of the total. premium income. · 

Ae policy ~olt!ere' envinmrn inoren~e in a:tno (rapreeen­

ted ·by ·the ~i:f'e insuranoe f'u.nde) inv3etmen.t portfolio a~no 

·growa in sise en€.\ oo growa inoome- from portf'o~io and .1 ~~ 

·share ·in -toQll. i:n-eomo •. 1\~rcu'"e has bean mor~ thft..'1. :1' poroent 

e.nnusl groYtGb in li'fe ineura.noe: fund a.nd. ·at the: eame the 

ra.te of. interest has gro.wn e.lmoet 4· per.<lent Blmually. Doth 

fnoto:rs takin~ togethe:r explain reason behind ino1~aaniug 

&hare ot investment income in total. income. '?hough the rate 

o:t intereet renl.1sed on tho ilean' Life Fmw hae inoreaBad by 

0.5 poroent and. has reaobod to. 10.,0 pertj•tnt during 1986-97, 

there in scope f'or further improvom•}n t in this yield. ~ven 

ttJi th the oonstraints ·of prBeent statuto~, atructlire ·yield 
.. 

on.n improve· by ehitting corporate de'bontur.3e Rnd prefttrenoe 

l!harse by equity .she.reth Thus JJIO. bas played sate lly not 

making prudent port:to1io .£1~bet1 tu;tion. 
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~h~ l'atio of total outgo to total ineo11e aonetituted 

around 50 pQroent nnd thio is resul. t ot arowin!'!: outgo thoup)l 

at a lower rate. 'i'he breakup of o~tgo ia avai.J.nbl.e under 

thrae heads, (1) olaime~ payf.lE.IDts, (ii) managerial. expent~Jee 

end. ( ii:l) trana~o),'tg to reeervee. 

!he me.jori ty O·f pnymoo.te mnde to :poJ.ioy•ho~tlere are 

ota the maturity of pol.i oi~o · '-".tui the:tr ::a: pa;rae~ta~e in total. 

p~~~tii®nts· t~ po:lieyho·l.ders has ehown· an· improv@ment tbrough­

out· tho etwiy :po~.orl. ~hei.r pePeMtim"e ·tO totn.l. payments to 

pol.:toy-h~l.ders ·was 6:;~4 poraent at ~he 1De.eirming of ottr study 

p~rtod and it rooe 69.4 peroent u.t tho e!ul ot the.etudy pe.riod. 

!hiP. is A wel.aom.o ni~t ot inc:rontdng lonP.:ivity. 

·· Quite· u.nderstandara:r. payments urld.or death. ·C}~~1ms· have 

t\ecl'euu~ad .by 25 percent du~ing -tj\e r~view pnriod· (from 19.2 
porGent in 1S.I5~76·· to ·14.9 J.Htror,.nt du.ri~e · 1985-86 ). ~he· pay-

. menta throu~h ~rl.Utiee oem~ti tutn & Vt!tl'"Y in.nignifionn.t per­

OfUltRgfil of t.h.e tcltal. pn,ymen'ta rna(l.e. to pollo3~•hol.de1"s. In 
course of timo m tb the popul.~rity ot' c.leevan .. Dh!".ra ·and J'eevnn 

l1kahny ·pnym~nt throu~h annui tiea'. ~~d oceu~py an ·important 
. I' . ' \ . •, 

p.laae in totn.l outgo. 

. ·. . . . : . . . . . . I ' 

bus:tnoae. '-'hotlfth sur.rfmder rate has gone down fm~n 16.1' lH~r 

Gan.t in th.o 3roa.1? 1975-76 to 1~.71 ·per ~nt in the ~rer.r 1985-

86 oven at tho preeent l.e,ol. it ifJ 've~ muob on tbe high o:lds. 
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(B) pnnap;emBnt 1!hg>onse~ 

~1anagement expene~e are the second bir::t~est item of 

the outflow, next onl~:r to paymrmte to polio~r-hol.d.ere. There 

are however, hasitml.ly d::tfforent in nature from l>aymente to 

poli oy-ho~c1.erf!J in the eenee that whmroae the former indi oate 

repayment of !U()t\ey he.ltt in trust, the lat·tor is a ~ia.bi~i ty 

on· the polioy-holdere funds. The ~es~ar is the ctuantum of' 

suah J.iabil:l ty greater wouJ.t..'t be the a.moun t of hene:!!'i te 

aVtit,i.l.Rbl.e tQ the po~ilw-hol<.tera. At tho beginning of the 

study period these expensoe were 29.7 poroont of tho premium 

in com@ anti thoae Cf.lm~low:n to 22.4 poraent durinm 198'3-84. In 

eubsequen t jrenre theoe expenses have e.n unf'ortuna te trend 

of rise - e~poneee shown were 25.6 percent durinf; the year 

19B5·B6. 

The ,va,ge tt bill. ooneti tutee the J.ion .eharo o£ manage­

rial expenses. It wae at peak during 1975-'"/6 and at the 

bottom during 19H3-84, 17.42 percent and 11.54 pero~~nt rae­

IH~atively of the premium incomG. During 19n4-f.l5 thia peroen­

ta.ee went up cmu.,iderabJ.y. ( 14.05 percent) to re{r,ieter eo mnr­

~";inaJ. tall. ( 1:?.82 perc:ont) durin~~ 19B5-B6. The p.rosont ~evel 

of e~penet)e does not indioate the s:Piri t of' trusteeship by 

the LIO. ~he int:x:-oduotion of tleohanisation nnd ra:tionn.li·c:Ja­

tion of organisational. etruoturo warn supposed to bring out 

a hir:;her f'W..J. in theaa expanaee but unfortunnt\l~y the e:q>eo­

tation di.d ·not m:!ttoriaJ.iee. 
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rfhe Conuntst.ion oxpen.ce is direotJ.y oormeoted ·vii th the 

premium revenue. :rt is the siz;e of the J..atter whioh determines 

the quantity of the former. !t has been noted that first !'Oar• e 

commj.afl1on ir1 highJ..3r co.l"ro.lated with fir~t year' e pret:JiUIDEh 

renewal. oommio~ion with renm;ru p.r.amiums ana total oommioEJion 

with tota~ premium inoom(l'e Tho in.Ol"'Oaee :t~n the to tal. new bu~i­

Iutss is ho.und to inoreaea iohe tot~-\1 first year• a oomeiaeion. 

· A5 the I>retai tun is cH.roatly linked '!i\d th the awn a.emurei~, 

commisrdon to a.gents have a alear link with the pre!!lium 

inoome sum: aenured aru:1 not much variations Ylore OXl1ectcd 

under thie head (7.52 po.t'aont of prei'Jium inoomo durine 

19B4-85 and n.96 p0roent durine, 19"/5-76 ). Tho LIC ie, · ho\vever, 

tr,rin~; to impose a out m1der thin head, llJr introttucing ~ow 

commi~aion poli oiee, but without muoh nuo~eer:. 

Sin as thi o i.e a rern:J.(1. unry head o.f' oxpen oeo in th c 

Rb$ence of rftttsonab1.o ba.ok up no e:onelu.eions are :v.oeei ble. 

Thou.gh unnb~e ·to· aohi~Vf:J the. goal. ! of. economic mo.nage­

mant. the l'..!C cl.fd.ma i 'to performance :as oommencla'bl.e •. ThiS io 

ai·ther E,J,. miEJplaced truot or a cle~iberate at·tempt to mier;uide 

pub.lio at ~arae. In either ease it doserve.e etron~ aondem­

na tion. C!owpe.rin,m own. · t.1t-:m.agerial exp~nsee ra. ti.o '~'i th. ·that () f 

insurance compn1:1.iea in :f'o:r.eiftt oowktrioa ('l'owa.r.:ls e. ~ecure 

p. 26 j i·e oompa!."ing tm.cornpara.b~eo, · a.e whiJ.e t11e LIC 

haa not gone for stlbatftntleJ.. rodu.otion in pl"emium ohargea the 

san1o has beEm do:n6 more .i;h.tt!-1· onoe by 'the :il'orei~~ oom:pfntiea. 
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ra!~ervee under eeotion an ot the X.IC Act 11 1956. 1!rom a meagre 

1.;> p6rOGnt of total. .int-JOt'lOdurinl$ 1975-76, these ~onstituta 

5.2 percent of the tota~ inr.:oma durin~ 19B5-H6. The most aig­

:nii~i_ean.t part of the etory- i.e that as_ thfll eoJ.e e~hare-ho~(ier 

of the r.Ic. tho GoYGElm(;)nt ie 0njoyit1g 5 percent of tha valua­

tion eurp.lue. During our ~tt~Y period it has- anjoyad a return 

, of Rf:l. 184.,7.5 ororee ( 1B8.91 ororeo RG. 4.5:35 or{t)re~. b~ine 

. of Ro. 5 tlroresr. -· Hj.mp'.l.G a.v.ar-al~a nnnua:L. !"ate of rE .. ~tu.r.n on 

onpi tru. emp:Loyed comes to '363.79 IH~roent 1 H~rdl.y ona. vJi~l. 

- . find so l. uoura ti ve a bus1.n3os other than op~_ou.la t~ vo ·with 

the {great riak of .onpita.l less. To Era flazhiyan, ·(the· 

Chairmen o·t ~egenunry oom~ittee to Revioiv .th0 World.n5 of J:.Ic, 
1960) it was ttsomothing, fanta~tio and abnomal ~rmen oompnrm1 to 

.the .]>Orfol1trlanoe of 2(}1 pubJ .. i.o ent~rpriees with Ra. 29,896 

~r.oree of calli tal. oop~oyed ea on 31 ot.Haroh, 1964, gi vinr;_ a 

div:1d4'Jnc.l. of RP. 13;; .crortJrn otll.y which neant a return· of 

o.44 peroG~nt"1 • 

ind.ietl.tion of prot:{reeaive bu~:inoes. If' the rate o.f ino:ret:tf!!$ 

of l.if'o in;suranoo t'u..?td is pro~re~sive, ;t \\10\Ud undoubtedl.y 

-----~~---t•--~~-~-----·-·------·-•••i---a~ti~------·--·*·-·-·-•--·~f•-*-·-tm••-·-----·--·-----=-'*--· -----~~------
1. 8e~hiyan, 1~ra, L!C i e ro.le in ~rl~tional l~aonomy, Economic 

Time a, tTS\{1 lh!!l.hJ., ntay 26 ~ 19e5, P• 6. 
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~~he ~ifa itlauran(!)e fund wi t..\'leeeed a t'aatel" a;rowth during 

poriod prior to our study •. As against 6 e39 times r1ee in 

to tel. in coma, the a:rowtb in l.ife inau:rnuce fund waa 7. '39 

time~, this couJ..~l 'be a.ohiavecl clue to slo~ror growth (6.12 

time~) in total. outgo durin~ ·this ]ltU"iod. '1'h1e wa.e a varsr 

enuotH:"a&.ing sign which :unto-rtun.at01y, amud n~t be main• 

tained d.urina ot.u" etu.dy pe:ttiod .• Though toto~ ±'neome t~rew 

3~72 timee the .arowth, in lif.~ i.neum1n.o~ fund was onlsr 

; .68 timos. Thi ~ · ~ow<n" · ~rowth. in · ~i 1!~ inBnrri:noe fund w~u:~ 

O~'iue~ b~t more .tbnn proportionate ~"wth :in totaL .out~ 

( 3.02 times) as compa.red to growth in tota.l inoomes. 

The inverntr.·u~nt po:lioy ot IifC ia :t~agt.tJ.<ntetT by A number 

or finan<JinJ. ru1~l eaonomio x3· Qona1t1crntions; importnnt o't 

th~ nro ita o bl!~tione to pol.ioyho;ld.ers, ·maxi~~tion ot 
•' . .~ 

li"Gtu~n on ).nvostmml t eJ.ona: ;;-;i th sa:f\nty ~1 oopi tnl and 

fiuall.y, the requiremunt of .liq,uidity to me'lt its uneeen 

~fb~i~ tionF.J whi oh may come at any moE'lHtn.te 
' ·. ' . 

The most iwporta.nt sta:tuto;~y d.ovioe of" controlling 

the L!C!' e inVuF.rtmertt ie th., :pr9viaione contP..i!'.ted in sec­

tion 27A. of the lndiBJ'i J~risu.ranoe Aot, 193H. ~hG two mqet 
! ,. . 

important i'nctora tho:t cu,•u tnk~n in to eoneid era tion whi~e 

the :KI! numeroue poJ.ioyhol.del'"e oon.ttorec:1, through~u:t _the 

length and breml th of tne country and abrosd, and sooondly 

the ohanne~iae the F.Yavings mobilia~. i.n the f~rrn o:t l'remiums 
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-in such a w~r that wi~J. foster the w~l.fure soh.emes of th$ 

Centro.· Statee and local eo~f govezsnlllents. 

Tile total. inver:rr~RHm.t~ have gone u.pto :Rv. 12,264.15 

orol"eri a.e on 31t:tt.M:arohrt 19~;6. This_ records :;.6H ti~H'Jo 

increaee in the i~um1s, vih.(}rt oornpnroo with :!.nveat111on ts at 

the beginning of our t:~tttd1r period-. 

Durin,~ 'ii.rat &.:: yeo.r.s o:f ~1u.r study period. eore than 

50 percent of iiha total iuveatm0nte (51.7 peraent to 53.4 

~el1eent) were inv~at(9£1 i:n .gove1m.ment aeouri tias~ !n ~ater 

peri~d of 5· ~iet\T.£!J! thoee investmen~s S.Qi,OUnted for ~sao 

tlw.n 50 ])Groent _ { 48.'3 p~!"i~@llt to 49.0 po:reant) .• Of thin, 

invQrrt!nent in govGrnr.aon. t Boauri tiet;, nrouncl 65 percent wss 

mntle in !lontr.al. ~}ovt. e&curi tiaf9 /'50.0 peroont iri e.pprove<1 

soem.ri tios n~d 5 po:re~tmt in t1tn:ta novt. moour:i tiern. Otu" 

J>eriod witnelesoc1 a fli,g;nif.if.m.nt c.teoline in f:lt~te O.ovt. eeou­

ri ties hel.cl by the l1IC, :!.t orua0 down to 2~- a·f' its peroenta.ge 

e.t the baginnint~ of tha etu.t1y :pttriod •. The benefit of this 

decline warn ehlit:l"ed t\l.tnoGt u·qunll.y by Can tra.l Oovt. tmd 

approved. neouri. ties. Eaah o'l th~~ regieto:rsd ~;rotind 26.0 per 

cent mrowth in in:vaflito&nt ovf,r. the invaat!llf.)nt at the begiun-

ina o-f the atu.dy period. !?he £al.l :!:n hol.din~ of State Otlvt. 

aecuri tee 8-i>:Pea:ra to ho tha resuJ. t of the :tnf'o:r.ma.l- contro~ 

e;tteroised by the· C:en tral. (1-ovt •. l:n apprnvet'l 5ACttr~t:ties c:v.J.te­

{!/Yra-._ · tha seour3.ties of Ji'lla:ctr.ioit,v Boan,o, IR.n.d D~velopment 

~nks- and rntntu~to:t"y C:or.tHJI"ntion!!l cornox-nd umre tha..'1 90 peraent 
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o:f the LICJ' s inva~tmante. The- reet 10 percent o~ the inve"'t­

ment was shared by r(;omairu.n,{rr a.pJ>:roveO. eeatn."i tiea. Durin~ 19"15-

76. around 57 pei'"oent of total inv~atmente in approved soouri­

·tiea :.;:as spread over Haharastra, West 'Beng!tl., U.P., Gu.jrat, 

A.ndhra J?rru:tesh, 'amiJ.. ,H!ldu ru1d Bihar. Their share 1hot.-;evor, 

came cto\m to 37 .:> voraent c;1 uring 1985-86. Thi.e ahow.e n aig­

nifioant ·ch&nge :tn regional dint~i bution of a.ppr¢lVod secn:.-

ri tieso 

Al. thouf,;h n mnl.l propo~tion ( 9. '3 p~roe~t ae on 31. '3 .• 86) 

o£' its totBJ. :f'u.nrlo iB :invented. in tha :tnd1.t~tr:tn.l. o~ctc]', the 

,mm.gnitucte of 'tho :LIC • a r~aourcaa is auoh that (t!VOl'l thi£1 

ama.l~ proporti-o!.'l oonoti -t;u,·te.e ana ~lf the lttr.~ogt ,n:!.:ne~e . 

ao·ureefJ of indu2:~'triP...l finanoe. ~he M<~ au:nn.li.tt!a 'f'u.ndn to 
. . . -- . ' 

co:t7>or~te meotor in thr:OG fome, .tUJ.f'Jely, invostrnent :!n 

oo:rporv.,te eecuri:tia.s~ diJ:-.act l~;,l1(tin~ and oubso:r.iptiont'l to 

shnl'"f.U·' anc1 1X>nv1 ~' of t:-paci~JI~ 1.nt.ltU'3.trinl f'inrutoing ineti. tth-

L1(~ 1 e invemtm11nt aom;pri.seo o:f' dira•'t purohaee of 

sema:ri ti.9S in tho l,n(\l~etriftl. @OOUri.tie~ market alld under-
· I I J! ' 

wri tin~ of .now f!leouri ties. rt.he ro.l.o of the hl'(:: as d:!.lo""eot 

buyer o.f ind.tu:rtriol e~~uri tier:J hae ehan~ed remarkab.ly. 
: ' 

Thou~h the Co~r,roration• e eeou.riti.eB purohases expn.nd~ 

oonai.d%/raoly :in reaen t Jt'ears the ro~e ot Ll!: m.a bU?ror has 

diminieht'Hi ovel"' the y~a:t~rJ. This be11nmen ·rno.re gola.rinQJ when 
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the outstancl.in~7, portt'ol.1o of th()) indaat.:ri8J. seou.ri.tian is 

re;Latml to ::tts tl!>'tal. funds, to:·ts.J.. asfl!Otf!t and total inVfU'Jtm(!nts,. 

The reaeo:ne :r.e~pontdb~e for thie are: the r;-,~u:-ked pre:!ero.nt.!tt 

of the Lif.J f'or finm"letin~ aocin.ll.y - oriented in:rrar;tr!.!atu.re 

and ini tio.tiou t:):f' new tomo of -finan.('i.n{'A' of pr:t.vate indtu.rt­

riea ~oy X.IC suah as di.r.eot ~en.dintt to ind uP.tt.r.i.ea nntJ.. &nt:r~r 

of U:i'I in the industri:al. soouri tiee St.arket whioh hBe to come 

extent :t•oliev«K1 the LIC ot i.ta reai:Jo:tuJi bil.i.ty to 2!UJ)port the 

industria~ e.9aurities market. 

Anoth.o~ d.imension o~ JJI<P A inv~stmant io !U:~tura-wiae 

purehaea of ~ecmritias:::. Its invtlstmR:nt in equities has 'Ml 

shnYJU e, sharp dtlaline - it hae ~moat t:ono down by ha.J.:t 

111 :i:to ehrn,,:-e in (}Orpora te .· SP. ouri ti fla Pt1-rtto~1.o. .Tho llf::h pre-

. terence shares at~ alan~ oocupie~d tha thirt1 p~noa :i.n aorpo­

rate portfolio; thoir ~hJt1f~t7 :tn the po1•tfol.io. he-a aowe dovt·n 

to on~..-:i'ou:rth of wlutii was at the bom.nninG o'f_ the4 period" 

And of oou.rne, giL'i\'ere out of thie decline are doi:mn tures 

wh.i oh il"OL'l mod~at 26.2 peroent of oorporat~ portto~i.o e.t the 

bsginning roao to 64.1 IH~l!"C3nt o.t the ond ~t -the period. ~k 

TheBe are now not onl.y ~eaci..nJ,•s bu.t havo Bul:u:rti tuted their 

pl.aoe wi tb the 8qui ty at~ouri ti.ee. l!.his c1efini.te ohal'lge in 

investm.ent ps.ttorn: is re.ffiul t ot :p.iayinw ear~ e.tti tu,le n£ 

the L!O'. 

The ;r.lC has noneolida:te(t i:ts underwrl tin~J pol.ic.i.eB 

and r'!tr{'!!n:gthened the meoohani~ of :.t ts u.nderwri ting activi­

tieao r.rhe unclerwri tine b.v J;ro it$ ~er~~~r e.n ey:tenf:!.ion of :1 te 

inve115~eut (Jpernt~~one and. not ~ bt.:taineee by i teel.f'. Th•~refore, 
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W'nen the LlC' a.gr0oe to 1.mi.\ er\~Jri te a. parti r.m.J.a!' i. t:Jaue, 1 t 

appl.i.ea in 'ful.l. for ailo·tmr~nt 1Jihi~e other inat:t tution&J .. 

u.ntterwrite~a put their np:pliaationr~ for defioi t ·in tho 

pulllio subscription~. ~hs It:tC l?lNd"are to have a firm aJ..lot­

mmTt beoa.uBe o:f i t!l l.nr~~e reoot.aroee wlli~e the ~lljGotive o:f." 

othor inmti tutions i.s to f.il~-up the gap in tho pulJlio ree­

ponee. 1.'he !tiC hna pu:rst~ed. ee~eot:lve 9.})1>roneh by noeo:riiin~ 

greater wa:t.mhtar~e to seltior se<,u.ri ties ralativo tn equ.i ties 

in view of the imperoti.VeB ;Jf i te inv0otfaent :polioy in view 

of tho itnl}erat:tvoe of its invc'at~ent po~ioy in whit~h debtm.­

turer:.i on aoaoun t of fixer.1 retur11 and yr:l.or cJ.a.ims on in~oms 

snd asno·trt fit in·to the eo callfi\.l co.nnon of f!llound inveotmflnt. 

JJireot ~emlinE; to indtu~tl .. ±al m~terprieoB U<m.&t:t·ttatas 

the ·moat prominant source of Corporation• a fine.ncing of 

private corporate s~tJtor. ~ha snin faotor l)c;ntr1l:;utinp: to 

the il1i!!H~nee popul~ri ty of J.ending i .,-, to b~ tomu.l in the 

Cor.:.:m~tti6n' s sincere attempt to ira:orove the y*aid on 

invef:.ltm~rita by ta.l:~ing oovnntag~ of hi.r~her rnten ot interent 

Otl .loant~ ill :the OO:nte~i~ o·.f' :t"CJC:~trictio:ns on dividmtd on equity 

~hnretri :t'ollowin~ · ·th~ ·ni·viiland Reertriotions O~linsn.cas in 

July. 1974. nsarth of sound eec3tnf~tiern in ·the stock rJ.a:t•ket 

· migh·' havo f' .. l.~o- ~~oti vat(td the ~Ol?llOt>~:titH1 to ae&liet the~ oom­

pani sr:~ 'by ~my ·of l.enttin~ •. 

T'he l'JIC' a iru.lira~t :f'inrutcio.l. P.!upport to epeaia:L finu.n­

cifll. illsti·tut.icin~ hsB !Uso .inareased BiW!:l:f.:toant~y .. :Purine 

-1985-66 thia 13\U.pport ri.rJlounted t~ Re .• 5.28.24 i'Z'OI'68 aocou .. 'lt­

ing fol'.~ 4. 3 poro\)n-t o.f the ·to·tsJ. invoetments made £:1 ur:t.ne thG 

· ye8i.r. ~hree-:fottrthe of' thi,s &l!u~'i.etana6 waa bagg;oo by !D:BI atxt 

t.he reB't by IFOI and ~POe. 
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~he Weat~J~?Hi Mt~ En.ataru · ZonftS t~'ik$n to~(!rth\.lr aoQount 

for a major· chunk t'lf invof.!tt~H~nts, i.:t varied l1ot,vaon 72.2 

percent and 79. oO peroo:nt of' the tot~ inve~tiuente· tturin;!J. 

the at~ly perio~,;l. The remaining ·three fiSonee f!lhared l.ornf~ than 

:;(} p~reent ot ·the irl'V(flatmGnta •. 11he · So11thern ~one credi tad 

with the high eat J..ifa btiai~~oejg contribution roael.V~d oni.l' 

1:; p~r{lent of LIC' e ®Z'J)orato inva~rtmBnts. Thfflr~ is a do:f':1-. 

ni te bias in t:~ntnting ~amt~ to Weater.n ,lttlne '-~h.ere ai tu.atea 

the L!C' s hGad qv.nJ?ter.s •. Thet r~flf.lonal. c1irupari ty in ~ranting 

·to West Ben~.1al: during eai?l:!er lH~l'iods has· QonP.tiderably been 

f:?l!mina·ted,.. K@rala, Knl"nntaka. an(i (h&jrat have improved 

their position at the oo~'t of t~hia deo.li:ne •. 

TJ~a :incfi:u.stry-w:tso di·nt~.i 1llltion of asni atnn~e ~~howe 

that ang!noori.ne; induatry has aecOLL'Ill;ted. for more thau. tJntt­

fourt:h of corporate seouri tiesjl foll.owed by el.t!otr:i,.e.l. ~ode. 

j.:nduo·itf'Y aonotmting fo:r 15G20 l!~r.aeut o:f totPJ. Decuri ties. 

cx:houah ths ohar0 of antr,ineerirt£~ .ind uatrzr bas inoreaset1. d u.rtn~ 

:1: our mtu.dy petiiocl, the eotton tex.til.ee t'-?..ilkin.c; second ( a.eooun­

t:ing foJ:l ~f..31 pe~ce.nt of .sec;.n.J.ritiee) &:tdoo to fourth l'>OP.i­

tion { ncoo.un tinm :ro:r 6,07 percent) at 'the end of study period. 

1~eotrioP.J. itoada industry- rai~oo i te e11.are 'from: 5.27 p1.1roent 

to 15.2 p&2"oent and cbeiDi~®~~;t :!:ndtn:~try from 4eB5 pa~cent to 
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!he L!C• s :inventnu11nts are h~aviJ.y Q!')!loen~_rat,ed: i,n .large 

an.d wel.l. eetabl..ialu~d · eompaniea. !he investments<; itt terge grou.pa 
' \ '' 

an~\ nintrz.le large ·unii.ertauinge h~ve shown an inoraaoinr-~ nh~1re 
' -~- ,· '. 

a.t the ~,st of' other tuu;lertakin(~!!l• _Even among . .L~rge Groups., 
: \ 

rnome e;rottl,lS, n.otabl.y Asbok ooyl.~m.a., ftl.ne;ha.nia,. \Laraen and 
., ' . . 

Toub:ro, Mahii'J.dm OO(l Mnh1ndrn nnd :Modi otf'eroo ~etto:t• .invest-
~;. 

' 
rue:nt OJ>portuni ti.es mnd L':U~· o ruta:re: tlihowad a. riae '·:in them. 

C<>nversely,. Gr1 R~tm t f!.oomjmull. Uagarm.ul.l. and 'Wa:L_clla.nd were 

not oon.eidored mo {sood :for the .thlV~3'ti!l{}nta a.nd l:'eaif!!te~ed a 

fal.l. in theil:O ras.p@otiva nharee. The romainin£~ of th a groupe 

did not ma:rk any n.ppruciab.lo vnria:tion :ln tb{7ir e.li ae ot · 

ixlV(llatmenta. 

'!'with the a!:lendmont in sefJDtion 27-A of JiiO Aot.1956· 

reqUiring LIO to iuveat around. 25 l>oroent of thu; total. &oore­

tiort to oontroUOO. :tun<l evtt1"Y year in the soaiaJ.ly-oz-!entet\ 

aehemee, tho Ll't, e.nt~lred :;in a blat way in the pu.l>l.ic wel.fa-re 

investments. Whereas nt the on(l of 195"/, LlC• e i:nvestL'lente 

!n eooially-n;E'if}.ntoo St'H'ltr~:rs were of tho l()J."d(tr of Rm. a t~ 
cu•oreo only-~ baaau.se ot the .r,:tat~tory 6f.!forts§ r~-:-i!'el?etl to 

ab~va; eu.eh inveet.t!H~r.rta no on '31 et.n~e.roh., 1986 e:lfl~eeded 

Rt.h s·;en crorfJe 1 
4J Th~y. now Q(Jl1et.i.tu'te mo1•9 thnn. 51.20 percent 

, .,..,.,.; C I i4 i1M M i uoi . dl t .• T !Ill w • I A. t J •• 

1. Su.oh inV'ea'tm1\'l:n:trn ro~a to ne. 6.445 arores ae on 
31 st.Marah.,1987 • :r.ap:r-ar~entine~ nn:nuul ~rowth rate 
on 11.51 nercet1t. 

I - .... 
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ot the communi. ty, by and ::Large, in the :fiel.da of power, houa­

ing, r.:ate~supp.ly g(W·varage, agr1en:L·tllre• arc;ro-!nduatries, 

industrial. estates and bondn aniL aharea 4l'f varioue f'innn.niel. 

on~ora tiono at thG ·Stato a.a well aB al.l ln(ti.a ~aveJ.. This in 

in addition to Rt~. 4, 367 oro rea :1.nveptad in th@ O.entral and 

r~ta.te Goven·n;:uJnt seouri i;:tes whiob are alao -t1t1.liaed for 

~Tnt n ~ 1 I ~ n i p ... u s~ ... !l4,6 n .. nvesl.oee ,~otn'PA.li. ee 
- .,....._.~- • 1.-:1 ...,.._.. 1 I I I itt 

t'ti tb the rooomr.H~ntin. tion o"t thci Ind uetrir:1i Licensing 

Policy lnqtdrlr <;cnnrnitt8e that ail. r;ta to-sponnored fiuaa~cdn.l 

inerti tutio.ne nllouid a~)tlvel.y pa:t"t:J.f}ip.ateo 1n the manng~~ent 

o~ :f11Vestee o~mp~mies, thfl! 1~1C ~me !tekoo. to ttake a moderet 
i 

beginn:tng in thie re4!,ard. The :&lft did star-t tH!d.nr; .i te vat-

ina; power in. vnrioun f'o~r:11 n.r~ainet tho er.rin~ tt:anagemt?nt of 

eome corporate enterilri•~am1 • Such :tnterventi~n in norrmrat8 

managetnent ie an ~nto{1;u~aJ. part of that ov~rulJ. .. poJ.i,;}ief.'l of 

the govern-ment of ornpJ.Oit"ing equi. ty boJ.d.inge of el.l. pub~i o 

fi:ru!.n.aial inati·\tuti.on for on.J.argi:ng the ro~o ot state in 

ma.naeoorant and ~ontrol of' a..:>rporate i:n.ctuetry. Th:t.s ro~e, 

however, auftoroo a aet baek lihe:n it waa ahal.l.enge<.t by. Eaeorte 

Ltd. Tha B!l>mbay lti.gh COi:.t!'t deo;.ded, ftthe provieion~ of the 
I ' o L • < • 

L!C act do not auth:oriao the takl.n.q ovor of oom:paniea onl.y 

bC:Jan.uae the :tz!f~ by i. tse.lf nr alon~ "'-'i th {)the-r· tinanoiai 1neti­

tu·tions happen to inv~st. considerable ewa~ of money fot• ho~d 

I k'T . a ·--- ' ti s•¥ 1 J' C J ' I _. 

1. Khan, u., by Ind tu;trinl. J!'ina:rv,-,~, errata :ttaGra-.~ liil.l. Pu.bli~hing 

rfom:J.}any Ltc;L., 19<tt2, P• 40. 
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over 50 p.ercen t of the ehaPes in the borrcH'fin~ aorope.!lY, nor 

does tho poiioy ciooiaion lOf the tlnion Oovt. nuthcyr:t.ne them to 

take over the mnna{.iat•lent o.:r do nny aot wl1ich. vi.rtually amounto 

to tak:tn£~ eovor the ~ana€!:en1ent of ru1.other m.lmpany:. ~hat ~m be 

done 'Only for tho p~ooo of safG-gu.nrtiin{~ the i'nvostrnent made 

by i·t" 1 •. Whou~~ tha dooif!!.i.on based on thfi reason:ing ot the 

~eartted court a wa.s rovelJsed by the s~rGnle Oour~2 as su.cb 

r~"!l;eon;.nro 'lltaa not touched upon and, h.e.nort., a. doubt li:ngera 

ne to £!{~• o roJ..e in the invo~·tea. eom:9rutie.~., ~~'u:t"ther neither 

.~t;b.e LIC touche.s upon thi~ po:b1t in its a.rnuu:\l ·r4tt}lorte n~r has 

the reeearclltt.lr coma noro~rn any I"eferonce ·to a publi.ah6d 3tudy 

· il'l' this o.l"en-

~~he enoli'mou$ 0xp~nsion of :Ul01 s op~ra tiox;,e oaut::lled. ~ome 

etru.etu.rn1 strains ~nd a; r~viaw of en·tir.-e orgaru.o~,ti()n~ 

B~t up bEJO~tme nee~rmG.!"y to on~ure ·that th~ Oorp.oration.' s . . ' . ' 

sorvimnr ·co the poli.oy-bo.ldo:re did not J.;a~ ba.bintl ~;u;d i.nter­

dopartmenrtfd. co-ordination at val"ioua .1evel.s continued to be 

effaotive~ .A.oe:o:nlin{r! to !ahwar Dtl.._ynl,. who ~T"#lS d·ix>f!O'tly ::.tnvo~­

ved in tho reorgf.'tni rmtiott: pro~atn!rMl1 tho obanttea wera br.au.ght 

a.bout in branohae. nt eup(!r'i.rigol1f offioe eu.eh SJ'l\1, t1iyiB.ibrtsl. 

and local. b..et:u.l of'·fl'i~-,e. nt 'the 2qna.J.. B...Yld afmtrn.l ~f'tieee. 

1. !~ooorts I"tii. nn.c~ an.o·tJun:" V8 Union of India and otlH~ro, 
' . ' ' ' 

~JHJ Il.'!d.ian bt\W Repo2'te,Boa.bay. ae-.rie.a 1985, P• 1140. 

2 • J:.:HP e of India. VS itlsor:tlt'ts 1itd .•• :Jk.l..R., 1986, Supretna 
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Tbeaa ah.~tngen i.naluded the deoBntr-al.i.aation ot worl;; at al~ · 

of£ieor_:t, the ile\1 definition and cspeoifiG ar11as of work, tho 

nGtt Oontro~ £uld tn~J.H3!'1lirtiOll method, 'thO ·l16YI :re~ationehip that· 

the new roles require, ri%t in tenai va ~nul ti-~eveJ. training .for 

perf'ol'!Rinr: the ema.rging ro~es. The oper.ati.onn~ dt1ta in :t:H)f!rt 

t1eaentral.i~atiou era show steady improvement i.n all directions. 

ThOU(l,;h LIC baa i.!iade ef:tnrts to :prO'V'.ide atabil.i ty and 

sense ·Of direction to this monol.i thic oraeu1isati.on tho ~~una 

QU·t.look ie un:tortunately mia~iu~ on ·the po.r.t af the Union 

(h:>v·t. in p.laoing man at th." top. l!oro tha."1. haJ.f' of' the· per-

. r;ono who held the highest oi'.f.'io0: of the Cha.irmnn wero drawn 

f.rom the n;ovem1m:ent snrvi ae l!lnd had no prelfioue o~erie:noa 

()!" tra.i.ni.ng :tn ineu.ranoe i:n.drw~tr,.v. Ao many s.r1. f!('!VOn of the 

Chaim~n romained in tha ·office :tor ~o~o thllln t·wo yenra. Tho 

other th:;;~ell he.ld .of!i.oa for mor.o tharl two .~renra but laaB 

than three years. One of the inownl:utnts ])orformod as Chairroan­

in-Ohar,g;o for nbout 'threo years and when he was given rmba­

tnn t1 ve appointment he waa . nll.owad to ho.ld. :!. t hnrd.ly fnr a 

year. The tenHre o:f' tha Uerubt!rs of the Oo~·porntion showed 

tha aimi~a:r trenc1 •. /~.bout 50 IH-lroent of the mom bars remained 

in o:t'~ttioe tor a period r.anP.inf~ between 1t.J to 24 rzH~ntha. ,One­

f'0urtb of the oemb~re reoainoo in the of'fi (!8 fo.r l.etH:J than 

1£l mo!tahs. Only 6 peroent of the members enjoyed a tenur• 

of three yeara. This tenure patten ~,-r. membe.l's.hip ie no 

wbera nm~r !!ora:rka. (~om<:si tteo• e reoomtH~nd.ed tenure of five 

years. 

:i'hfJ ngoncy .for~e ~ack een.o9 of' profor.H.\lionaJ.iem. Hardly 

any llost-sal.e aarviao .is avai.lab~a to the polioyhol.Ciert'h Tho 

tra.inin& ef.t'orta crt the r.ta, conoidarina the ~agni tude of 

taak j,nvo~ved• ar~ far antl. :tew. 
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At tho beainnin,m of ·our atudy pariod ~ite .insuranc..,e f'und 

WB.S 8.5 p~ro9nt of t·he a'.§ViU4lfB ·of the bou.eohold eeotor in the 

:torm of' :tinnnoiR.l asuets. Since thflln ;_ t h.a.o d.eo?ea~~ed in i te 

sbara m1d has ,cone down to 6.9 pero0nt d urinm 19H5-86. Tb.ia 

fal~ in share hna been gain of' other.- eavir!~e· ~mU.a. nam0ly_ 

ou.rreney. holdings, l.t.H:t.na to oom::rm.uiel!l~ eorp{lrate Bf,HJuri.tie$, 

ate.· lfot onJ.y l.~.i'G~ inslu·a~'lti:O hats beooma~ 1m.attraGti.ve a~ a-av-

·' For whoJ.o ~if0 :lim1 tad ina\Ul'fu~oo poliey (l1r!. tb !Jtro:fi ta) • 

the difference ·between Wl.nunl premiums of' :r..IO and t."Ll at an 

entry ai!:El' ot 20 yea·l['s :for r& st~ a.esured of :&rn. 1000 · ~ranged 
' . 

·between R~ •. '3 •. 95 and .Jts. 4 ... (5 tor tho t6Z"mS. ot . .,0 · y·e_tu.•e and 

50 years renpaotivel.y. The av~ra.~e. p~emium rate nt an entey­

O.(te of 20 f.or '0 to 50 yeara tem~ is 20 pornent hi~her in 

'the LIG thtm in the P.L! •· Inoot:te of :P!ndrH~'!nant A.g~ura.r&ca PLI 

is oheaper than LI\J f.irnt · b~eatu~o _the .mi;o of premium ie 

J.cnve11 end seeondJ.Jr be.ce.uao PLI bonus re~ta ie higher. Tbe, 

pr"emium 1:•aten vary bet\qeerl Its •. 6.30 and. R~. a.55 per annl,W 

per thousand sum assured in thQ a~le group of 20 to 5·0 · fo:wo 

· 10 year~ ~ndnt?'f1H~ut term. Under whol.e-Lita Oonvortible assu­

rance · :vo~ioy f'o:r a. ;peraon. of 20 years f'01"' tart<H! of 30 to 40 

. yea.ra the premium_ differen.'tial ran*~es betwe.e:.:t Re. 3.15 to 

Itr;·. · 3.60 per thousa.nd. In cane of' Ji.Jttiai.patecl J!.FJ.do·111-'merrt 
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f:ol." the age group bet'rvo®n 20 nn« 45 ia 7 pera6n t. 

To aum up the aavin{~s througb PLI is all. th.e ~nore a.tt­

raoti ve. ·At vat'ioua age a o£ entl"y a.nd tor d:ifiercn t tel"nle 

of insur.~:t.ncG for oaab rupee of' r'remiun paid LIO returna 

bet\'teon lto~ 1.36 and Rt~. 1-.69 whe:reas ll"ep~yrnent· :by. PLI varies 

between Rt;i. 1.46 ·and ha. 1 .• 81 ~. 

I ~ " JJG VS ' ULIP ' 

. ' ' .· 

The aavintJS ~roun;h llLlP with eeouri ty oover up to 

na. 4o;ooo ie nll. th.e more a.ttraative. At vnrious a.{~es of 

en try and for itifi?erent terms of insuran ~9 :tor ee.oh r~peo 

of premiua pai\:1. J.;l(~ retums 11et1rJEmn Rs. 1. :S6 m:~.d ns.. 1.69 

whereas l~0l'asrment by 11L!P varies between !ts •. 1.74 ant'l 

n£'. 2.44. 
•; I 

~hough the LlC is f':t~ht:ble: a l.osing battl-e againilrt 

other oavinl{!S ~ooia it baa BU.CQm\dOO in :reei5t:!.n/! i te de{~l"Oe 

· of tn:ll. against l?J;,I 'anc:l. tt.r.~lP tku.•ou~:;h ita ettomous a~~t ot 

e.rt,:~ney· foroe. \f,i thaut monding its ·'imys it cannot; ho\",,everl 

re.siert ita fal..l.. to otl:l(!!' media :f'or a l.on{! time • 

. . l!ot only prmniuro r~,.tor1 of' L!O 1:1.1."'6<· 111tr;iH~r tht:tn that of 

!~LI and U:W:P thes9. 'be-®me- dino.l~minatol.~' betwcG !!1. tn'lt-pa:v·er 
'• 

.. inf:lUr(t~' person. Md a non!'-tax ,llD.;,.V.f~lf- .inau:roo pe:rt"J.on. 1l"ol"' · 

.t:,xaepls, a\ non-t.ax payol." pnyin~ annuaL :premiuttJ.. R~. 1000/­

he.s to betu- tne f.u:U. :tnoi.tJ..onao of ils. 1000/-. A .. tax-payor 
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iri.Ol.ll .. ed );0!"t:!Ot.l• Olt the othor harul,: "Ghoug:h: pays nsa 1000/*'!' llfl!: 

vr~mium 'but 1ll tirrJa·~e inCl;.d(P:rt.oa' .of :y;u.•emiwn i.eJ l10t umre tban 

ns. 750/- R.G ~ jro;r, ·the J:?eGJ.t. he gete e .. . robattl in .inOCHnn-tU •.. · 

T:h6. qua.~t1Am crf r~bn:te rroofl! on j~tulren.~in~. with thB ta~ \'n:tueket 

o.i! th~ p8r~ron.t In the naJ.m.o .~f · soainlimt. V'J& chP..rge mora ·frou 

thor;e who- ca::.1. !m.rdJ.y affo:rd .at1tl l.aso fl"*om thoae who have 

~?.b:1~i t3r to. pay ti Evelil in: fi:<z:1ne; ~at®ri' o-f premilun the l{}ng 

t~rro polici~a tJ2;\~t~nt for ~ttreelr,i)r ~aotior.us o:ft aooi®ty are 

econom~.o:al.l~~ not ~~n ~ ttl"f?t0t1.v~ as t11one t..:'1.il.orea ~r;~r oet·ter 

o·ff oeetions of ~JD~litoty ( th~~ b®'nJ~:fit:S o!·f'Jl>'reu. unriA1l"' ~~oney 

'Baok Poli·oy a.F~ a pfi'rtin~nt ex~p.le) .. A&61n shor·t ten11 r;oli-

t.Ji.ee:J (!om bined w1i t'h money ba.t'1~ featu.re3 nre heaven eent 

~r,ii"te to tax evs.da:r:os. 

~be appra:L~Sl~IJ. of' pol"!orm&H.)a of L!XJ ~oadat un to 

"!ihe foU.t>~'lin~ htwble su.f~f~ef)!ltionm-

( ·1) Th<& :tilt! '\~!J a8ta'bli~h~~d St'J n harbinger. of. hope to 

, 

p~ovids eocilU f.30tluri ty ~ the lar.~eet ntwber of peop,te at 

•the eheap~at co.s't. ·:rh~ govern'C!~n'b. know!n,~.ly o1'! ~noW'iilft,l.T 

bas aom:pl.ioa.ted the LX\P 8 o}H)rationa..l maohan:lam in oou:t"ae 

of tiuHs. Tho Corporation sho~a be al.~owed to run on puraly 

oomt:1®:roial. bae.i.f3 a·; l:e~tnrt far the sake of e~JH~rieont. This 

onll3 for the foll<rwintJ Btepst 

' ' 

(a) The (lecluatibili ty of inr~n1ral1~'e premiume ehoul.d be ta}Hln 

s1vay tram the pu~~iew o~ :seotion 80 ( ~) o:r. Indian I~~:oo~e-Tnx 

A,'at. This would ttake. it premium huroen. unilarm to iru:mrab~e 

aommuni.ty bel.on~~ing to different inaom~ gr.otW:a• 
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(b) U!eotio:n 27-A. ot :0.1.surnnoe Act, 19,EJ, LifJ Act, 1.956, 

should be amma.nded in su<~h a nu"Allner that would give full 

Gommercial. fraet1um to LlC to deai(ie its investment J:)Ol.icy 
' 

which aho-uld primari~y serve the .i.ntG:ces't of pol1 a¥-holders • 

.. 4\l tern~tiV$J.y, the. government ~hould aoquiro the whole of 

tlH~ I,ife JJu.nd :tr.om th,e L!O and pa~,. maxit!H»ll poat&l. envin~s 

rBte of in teroet. !~!hie would bring people• ·E:J mon@y for 

people~ a tme at the c.ii$Po&u of' the 5,"0Ver.tunon/t but !'lot 

( o) ~hti aruoun·t of ~urp~us pniil to the a~~n"Crn.l Hovt. is 

s.z:orbi t&ntly hi{J~h in te_rm.s o.f .!'~t~ of re·turn on oe~pi tal 

omp~oye::/d. The· ~o·vernment ahoul.d oa sn.tiaf'ied by m,eoop.tin;J 

a ,reascn".lah~e re-tllt"n on oapi tal., say at the l"'nto ot 15 per 

(c,\) Admitooly the government .lu'is ;"ight to d::treet L!C to 

provide social seouri ty aovtn~m fre.e ·of cost ot'" be~ow •7;oat 

because. this may, be convenient tri.Gahnn:l •. aat of rnubaidising tbe 

weaker sections of' the aoai.oty: •. But it nhou.ld not fl.Ek. for 

cross Bttbaidisfttion i.e •. roquirin;,t LIO to charge tnl:)re then 

warra.."tted Ol~ riak aonai.deratinrt f'rom one ~»aotion ::111d provide 

insu:E"anoo eover tree of' tJOat or !tt. 1lnlOlL1 ooat priee to tbe 

other. Th'li :&IO ehoul.d be tli:raotod. to refl.oat its eost in 

jJreolilltll rates an(.\ if a>nJr., eubeidy in to be pJ.von to any 

ceetion of the eooiety, tltG dit?tor~n:~.tial shtnQ.d ·be oontri-



· bta.t~d. by tlt€1 dtovernm.~n t •. 'I'h.if.il '\1Jf::luld, on .. one han~l, pro~etlt 

oomrn<n're~~al £re-~1om. On the ~'>thq.r he.nd, ~tt. ~vou.ltl ennble por-
. ' 

fo.:t.-manet't a;vpre.ir;:al. a J.em.g, compli oated. tn.ek. Tb@ p:re3ent 

Bl1'~'1k~iffi:l\tln ts hnl>d.ly ~:rt~,bl.~ an objeeti ve p6rfo~anc:rJ. evs.luf!\-

( e) ~lH:~~ · i'~I)VQ~lm en t mhould ~it1!l f.\; m emorant'h.mt of Wtd et.'atillnd .... 

ine; with tbo L!C, aB i.t ht:.J.a con~ in. the Cft.BU 6f BlUQ:Z, OIHHJ, 

n1:iJ?C eto. ~hie t'ternorandum ahoi:t.lc.1 al.earl.y la.y down role end 

r.'-H~J;oneiix!.J:.i ties ot the .J~:rc .•. lf t.he Ll.O io aeketi to discharge 

a f'oeciiu obliga#tiou '<id tb. a€:ricn,t:; .f'inana.iu implitct~tiona, ~ui­

t~ .. b.le meohauisn ~hou.ld be Gi®vj.sGd t.a oomp0nsato fo,r i'inoJl(:=ia.l 

J.nB~ee ox thess soti.vi tiee. 

· (2.') 'Zhough t.ne ;r,;ro 'htts ~~cl.:u.ued. the. pretnitm :r~~.tes o.f ti\ 

· ffJv>' 'pl.e..'flls ·in the: :ru~at., · i:i;; has· boen of ' mint>r · na. tul?e and 

:t"~l~.tod \n.th ouJ.y th~s~ polioiea!i which a..re ·:not w:cll. papUl.ar. 

The· 'timtl has otHile· 1Yhen the J.JIC} bn.n no o:ptiem: ·to oona:.tder 1v'be... 

'ith0r ox· t1ot to· :r.edtt;o•~ ·tna ))l'tmitl;!ll ·:r.-atea but· t~ seri~usly 

6%t~min6 · tJ:u1 extent to whi<'h tho rutes ~n l;e· brour~ht d.owrt. 

guoh et61:p wi.ll reo a l.ong w~~Y to a.O.'l:teve itg ob,iOrati\Jes rrf 

~pre:a(iin{( of !Yl)eiaJ. Beour.i.ty oovcu·. wit1oly with Sl'~oiRl atten­

tion t9 :t'tl!ra~ aroa.s al'1tl eoo:i.r~ly &..li'ld economi.oF.J.J.y- ba(Jkwarc. 

In tol"tl~a of' pri.ori t:y, tha ,~#Qf:ll. of :prrtmi.tml rod tiatio:n 

nhoul.d not 'be conftUJ~d with the ilOnl. ot t.naximining return 

on pnliey-ho-ldere' fund~o l.t .,mul.d first ensu.ro rir;;k cover 

at the lowo@t posei.ble C(H'!It ao. as to en~m,r~ sooil.!ll ,proteo-. . . . . 

' '. 
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o.i r~tu.n1 on pl .. amiume, re~.a.ised. Jte;:ed. ·onE~ remi.nd LI\1, :tho 

ftollo,dng remar~t: o-f tha thelt l?inanee Hini stor m. t tla~· time 

of· pia.oing the J~if$ :rnsm.rnnoe (T!tmergeuay l?'rovird.o~{s} ':Bill. 

1956, be.f'o.ra the Lok flabhn on J:~e1lPuary 29., 1956 •. -."Tha' prfi-
. . 1 • . 

be no :uz.·glier ithan i.e warrau.ted by st!'iQt noturial 
' ' ' 

' 

('3) The l~IO's inst~rH.noe pol.ioios nra 'fast l.oF.d.nJ.{ grou.nds 

as an attr~a:rti.ve ~e--~ia of .savinga in antnpariaon to· othei' 

ea~it1[~S m\ld:tQ en~ge.cl in the (l'}Obil.im~tifin o:f $B.Vinge •. );teat 

O:ffiae Rr~-~urri.ng and Tim:e l}epoai-te, :rrati<;nal. f~aviti;te Oe:rti.­

fi,cr~teG; and Bank· lJe;po~:Ltrn have g:;rown ff!t-eter than the ~ife 

inf:luranQe t.lepoalte .in FBQent ye-a.ra. J..,In nnd 'WX:I tiJ,re the t\vo 

k'een · oompeti t~re i.r;. the ~fi.-el.d oi! mobilieation. of' r!!a'iinga. 

:~he total. amount reoeiveii. by tt.~RJr ~f' premiums by tht} LIC in 

the year 1983-19H4 \ttna Ut~. 1, '355 aro!'em whi~e the t(}tal. 

r~eeip'te ·Of 111:1 d ur;~n~ that JtG~ .. :r remadned Re. '31 crores 

l.esa ·than tha LIC. 

'But tiJ.e L'IC wris ~ef't far. behind in tha year 19H4-B5• 

:inapite of its. governuHi~nt ~iven m.o!u')pol~ •. Prf;'lmium. iuJ~ome 

or the :r.:n' i.noreaaed 'by 1~1.06 percrlnt in- the year 198~85 

ove:t:l the prevl.ouZ~ year · ·ttJ,heroas the Ut'li. ·:; inaome o:f !Yf! 

:in:orea.~ed, by 115.:48 pe~Qen.t c.1 urinn; th@, sa.m e pe·ri.od • There­

fore, i;be LIC. btt$ ·to find !!!nme v;tt,~;rs ~..1ti m,enns t:() revi·t:a.l::tse 

i:tt!elf and etand· :E.i~l.y a~~~..i.zu~t already ~o8l~n.(IJ battle •. 

Itrf'l.ntion: hits nariest the .lor~ term. savill~S .lilr:e J.i.fe . •, , . 
. :l~~1surance ~.nd ·th6i't is w!1y ~iSe inr~u.r.ane~ it~ f~st lo11;tng. 

br.nm.&. .fts an attr"u:tive 1 ~nvent<m~nt o:t esv:tttgs. It1 o:rtter to 

aompr:rneeto money~a:::.~y J.oss t1 u.e to fen in money. ve..lue, the 
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LIC! shoul.lt iseu.c inf~ntion l.ink.ed poJ.ioy,. a; BP-~eial.: f~l8Jt1.1~e 

o·:f competiti-Ve iSllf:lt.t!"anOf!,\ c.nmpanies WOJt"l.d over •. 

·( 4) ~he honue rt·d;e~, 'thQiltJh- ~nc.reaned un~Xp@l.)'teill.y. 1~1, 

reoe:nt yeare in com.p.arisoo to :r;.:r.n•o pa-tt t~acrti'dB (in onae 

of :ninrn.o\l':mOnt Pol.iaiee,_ it nnn ~one up ~lmnl· Rtt~. 17.60 ·t.o 

Rf!:. 5a.oo per tbouaanrl · filltt in case o'f '"ho;le li·te. poJ.ietoo 

from Its• 22 to Ro. 72.50 _p~r thou~and} • ie even now l.o~r 

than _that paid by 'PLI:• 1:h:e· ra>'t_0 of bonu.s shouJ.d be a.t par 

with tba.t· of ito immediate- aompeti·tolf'• P:tr:t • i~ not higher. 

(3) Ti~l. ~onetm.ints on: LltJ' e :b1V~b:stments BJ.X"if:! rel.a.xed the 

LJ:O should improve. rotu;~ o:u i.ts in:veatmernts by :t•aiairtg 

V'Ql.u.trl.e of eo!"-JU)rate ~9ouri tiet~ to 10 pe]N·fen:t level. Within 
. -· . 

tbe oorpor~ t.e sem1r.i.t:i.EH;, i.t. Bht'H1l.d ;~nvont in equ! ty shares 

ae go()d. m'?ouri ti €fs ttl .. {} no\7 - e.v~il~bl.e in the efJ.pite.J. tm:~rlutt. 

· ~y ir~:vem·ti.ug etten the \vholwe runowrtt- o.f 10 JH:Jl"'t:en.t :hi {Jo.rp,orate 

GQ;Ui ties it OOltltt be :running no .ztif:!lt o-f!- return ~e tlHJ retrua1n-

1;ng SO pn-rcent is Virtually· in ifh~ 'fO~!l o-f f.i,Xetl rettu~~n i.n­

Vt;tS't'dltent. lle~idea, ra.i~lne rate ·of retlU'n it would ·ol.ao: hedge 

a:ga1:.n~t in:f'~D~tion .• 
I 

; 

(6) ~h.e :forteitur3 olP-ruae. of th.e ;r,IC £llhnul.d bo ie.unedia.te~y 
done away w.i:th. lt is a . p.:~rnj.oiou~ QJ.n;usf! wbia'h inf~iotrn 

· injuati·{!e spoaitl~Y to :tb.e. lo\"tr&~ ineorue group of GJ:tve;re. 

Thi!J clause shotdd be. e.unended in. such a way that tha .aavin~o 

premiW!l (money received from the. 

hb-lder.e · J.em~ ~"l:tr.tnse.a inoidtm.tel. to m.a{)h l.Bpaed poJ..loi~s) 

w~th a )"e·aaonabl.e ratn of' :brtllrest thereon ie refW1ded to 
/ 

tohe· unfort.unate pol.ioy ho2tlel~fh 
' . 
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Si.noa. it :lo the. p-oorer cl..O.flH!} ot policyholders ·that 

omHJnari.ly O{)f.:'lfll~. ts d.e:fo.ul t in J!~~rtJ.H~n;t at premi.Wlte .the for ... 

fe:t ·ta:rr."e, elm.tse :!.u J>ri<~oti~e 9 O}}Ora t®>:O har$hly ag~J.11st tbB 

Vlltrty ol.tu:H:t whi.oh l"OQ)J.il"e$ ~rea tar: rH:H!:ur.:t ty and prot~~otj..o~l. 

:r·t. htta }~~·en rdle~~sd 1.iha/t the bonua comes ~ut of. 't;he a.mtiH.t>'lts 

of -(;ha :fi'<).r!'Gi i>ml pol.:ioieo ~1a th~t is r@al.ly tba ;poa:I?er 

ola.an of l'il411:f'aul tina :pol.ioyho~tie.re w:ho~a polic.:f."-'S are f-or­

·tei i;t;;d that n.ro paying 'bontJ.s -%o 'the <Ua,nrn of" p6li.oyhnJ..c.lerr.~ 

who are better off'. \\:hi n; · :!Ls surely ~~o ·~ the l',~r to 1xi'in imi oe 

:h1oqual.i ties in income, xwt f!ltnOllg :.t:nd::!vithiri.-.lt-3 but alt;io. 

amongst ~J~T.ou:ps f)f' ;peop.le. 

· If" ·the LJlO .i~ zoo11tl.l3r int~rernted in troatitt~ poorer 

poJ.icy-hold~:rs · l.~~:Ja !!l't:!l:•gp.J.y i?Jld ~o:t'a l.i'barn~l.Y it .~hou.ld. 

thi.nk in the direetion of· d~~lfl<ting .~orf'ei ture olauee ·\'IIi th 

· £:•~nne .inr.m:nt:tve eueh ~t\El r~h.1noed :Arremium for co:n·t;~fl.uint.r. to 

pay preG1i ums l"'e€~:ulsr~y. ~he hitr~herot {)ouz-t .of th~ land. ''.1N.e 

..,. ~ure th~! t with iihe. mat1a~r,errwn t; expert:Lse .n t 1 ta oo~.nmmu:l · th.e 

!j!O can clevi~e a myr:iad W2Ys off se:r.-vin~ ·~ne poorer e.ooti.on 

of' the peopl.e: of our oou..vt ·trJ' ae nl.so to ta~; the huge mtta-

(,.l) The poor Q.U:&:!.ty of buaiue.nn i.s the UJJ.ti.n oa.nee of hip;b 

rn.te of ~ap2ation a1.1d su;rr®n~l6ra. The (!orpor~ttion t&hould not 

be ov~r lit:lbit:le:ua in :>roeuJ.."i~'!.g uaw 1>us:i.nem:J~ fftny how t~r some 

ho¥1'. rf'he hitT,h .~c1.te o.f ~8~JH'!tttt"'ii;iott can ,,~ ·Oh~c~l:ed h.1r inol.tttiing 

it as QJ?j. te:s:"'.ion in evH.lu.atJ..n~ tl'ul JHlrft'lmance ot n.genoy :force. 

developmen·t of't:i.a~J.>:r.s nn.t.'t \'i.~\rel.opmcn:t m.an~gor.s. 
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hi{lth oommi_al$~.ori on pr~ium payabl!~. :to 
''t; ',. 

albenoy £oroa sht>llld ~e ~read (r~ier tiret tb.ree years in a 
l ' . ' " '•'. 

R:t;'ter 'tb.l'GO l'eRt'.Se AJ.. tet<tnativol.y, for ee,~lh poliey dieconw 
'. . ,. ' . . . 

. , ' . ' 

eltoul.t:l be made for. alt>EH:'Jl;t tl:t'e:wn, ·oommie13i.on on Blltlb })Olioies. 
~ . . 

·This will :tnduc@ -th~e a{:;enoy force to .proeure o-nl.y' aus­

t~d.na.bl.e bu~ineas and to .motivate po.lioy-holflol'a i;;o continue 
. '· 

' ., 

their pol.ieieo. lro anaaisl. effo:t'te are pra~entl.y made to 

p:u.reua{tG tho J)Qor :polio,}fb,olii.era 'to contj.:r.tu.e their polifl'iea 

B
1
fter va:ying one, two or tnrea premiume. Th~)l in:oGn~ive to 

~{{;enta a:ppeare to 1>B for BOOUlr'!lnt,J fre.sb burni!lOS1,9. (good., bnd 
·:· ', 

o:r ir~d.i.:ffarunt} :anli n0 t 'for eon~i:nu.ing old pol.iqi.er:J. 
I 

(~) :r.t is a well. knot<~ fa.ot that 'hiO .~};gents d.o ~othittg 
.t'or whioh they 89t :tronetval. eommirns.i.on •. :It is. eu{'-;ger.rted · 

tbat it sho.t:tld be made. ~:ndintJ gn th.~ to vi.sit thafr .· 

~ho sa.~ e. In casllle where po~t~ias •. have J.ap_ae:d. tlHl. oonoerned. 

agents abould b9 asked' ~o furni~h a 8etailotl ropo:rt on euoh 

~~pses. On the· o:tber hood, the :po1ioy bo~ere aho~d- ~l.so be 

ativised by the Oorporn.tion to J.odge eomp,.lainte against tl~e 
' ' 

a·gents 1'1.11 tiu~y (policy llol.dera) are not ea·tt.isf'ierl by the 
\ • ' , ' < ' 

aervia&$. of agentf.t. !n. e.nma- ae~e.eted oases, eom.o o'-t tbe 

a~ente 1~bo a!"e a.ttaohed to the. L!O for n. l.onm ti~le· and ha.ve 

. n eount1 oroed.! bili ty wi tb the . .ti·o. may be au.tho:r:iaed · ta· 

oolleot premiums fl'Om the pol.iey;...hol.ders on expm~iliH~ntal 

bnsie a,nd if thi.a. fiOheme euoee*le the eamfJ me:.y be tflid.ened 

in phat!(e£1 man:!ler. 
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(9:} Tho hil~h aganoy emnro.iG.~ioit po~iaifla o.re ·the moat 

popular poJ.:!ciee, aene:ral.l.y tho p:re.:r1iUL~ ·rEt.tam of su<'h li'Oli-

• . . 'L.J'i ~ lm.. i .., . ,.., ·'' ,. • t. l. . .a i .OJ. (ttl'! n:r~ .1!4.-i{t~tare t.td) prom ~:~~nm po.~..~~ m ee ·,~. Al eoonom;J!.; c prrua ure 

rates, ilntt \W! th .low aommisoion clc. not llit the t':ln:fllk;®_t. Some: 

meohanimm ehou.ld ·be o.evi~(!)Ci by 'Nl'd.oh oh.e9,p~_~e~ polltJias nlmo 

m~u·keted. OJ'!' ~lft,enoy ;f'o.ras:. 'rhe hl(} ehow.tJ al.no, inde_xH~n~l~~nt 

of Hgency f'ozoce• pub.li~Jit:!-~e wid9l.y a.ttraativo f'eaturof! of 

ne~t~•ly introduoecl polit.:1:t~ls. 

printing and mrum.u.a.l l.a'tm·ur i:n l"ospeot of .1attn.linij pX'em:tuo 

notioer:' to the polioy-hdlJi~ra payiug :prfPJ.liuMs. q~lar·ter~y, 

ha.tf-yearly oi" mmuall.y$1 the L!a tnho:u~t1. i~n~:;<tdia-t~o.ly utap 

tl1is eyeteru. This job of !t'U!lli:ndin:m th('j pol.i(!y-boJ...drJrz. o·£ 

th®ir d u.a iiatan mhotU.d. be ~su;.it;~ued ·to the. a:t>nrJe:rna-d ag~nts. 

This ~d . .ll. at l.eaat justify ·t:h~ ;p~ym~nt of' rBnfmlaL. premlt.wa 

to them~ Further; th~ 11I" mhould make t:t thorotmh s.na.lyeltl! of 

i tn mru:nHlM f.om~,; m.1d regiei;{~ra at~. in ord.ar. to ·rationnJ.ise 

th(lm. This aat:ton ~r.!.y br:i:ne tiovm 'thtll m:ana~N~H:-nnt · e~QH~nf]es of 

th€11 LIO t:o ~ ~~ree.t exta~1:~~. 

( 11) The LIC · nhot.ud introiluae a: 1ilasn ·~a.ok ftJyf!lt.,m 1natand 

ot isstii:ne; prem:it!m raooi1>'tf.tJ. l.'b wi.ll. be ~heaper and conve­

nient 'both on the p3:rt o:f:' the J;:ra · ru1t:t the pol~ .. oy-holdera. 

( 12) 

ehould be foci.nd oat in ~1JI1icib po.l.iayh.olt1era wotu<.l be xn~t­

v:tdecl. 'l:'Jith a :Fasa Book and the. Pl:"~..-miwlH!". ann be tlepomi:ted 

vd th .J~b.e neareErt poet otf.ioe. This would,, 'howeve~,. .require 

a oorviae a:L'"ran~eroent with J:H.>f.!ta.l authoritiet~. 
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(t'3·) 

im.portn.t1t J.':'o~e in the rural bran.oh exp&nrd.on. ?:he rJorpo­

rt:t·t:to.tt m.a,y eJ.so ~;;;rant lolltl'H;: 'to f::t.r'?J!Gr~ ·rnr t1in.o:r. irri,ge~ 

(15) 

oonta:tn in.fo.rnHJ.tion in ronpeot of' yi~ld re.teo on ~i'mcb 

;1.n\T0{;·~mr::~i ts. ~;ho .L1C shouJ.d . .lot its )Jo~ioy-hold e~s know 

( 16) 
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