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De 'lr Sri H.;.numa.n thaiya , 

C:1mp: B?..l1g'llore. 
October 7,1968. 

I have pleasure in presenting to yc,u the Report 
of the Working Group on Life Insurance Ad!1linis tn tic,n, 
It h~s taken us longer than originally expected to 
complete our labours principally due to our anxiety 
to make the Rep~~t as complete and thorough as possible, 
as also to the unavoidable preoccupation of two of us 
with l?cJ.rli:'lment and to some upset of our schedule due to 
physical injuries sustain~d by Shri B.K.Shdh in the last 
stages of cur work confining him to bed for ne:1rly four 
months when he was obliged to work from his Sick'bed. 

I t3.ke this cpportuni ty of '·2anking you for extending 
the time for submission of our Report. 

We have made concrete suggestions· reg·J.rding 
democratisativn and effective decentralis3.tion of 
the administration of the Life Insurance Co~poration. 
We have also provided some in-built machinery which will 
provide corrective action from time to time. We hope that 
our recommendations, when implemented, will achieve the 
objectives of nationalisaticn effectiYely and speedily and 
make the Life Insurance Corporation the biggest factor 
i.n building up the_country's economy on a sound basis givin~ 
satisfaction to the largest number of people in the country. 
~he considerations of the administrative cost vis-a-vis the 
benefits to the society have been constantly kep-c In view. 
We will be amply rewarded if it )lelps the Administr1.tive 

. Reforms CommiSSion in solving the administr'ltive and other 
problems pertaining to the Life Insurance Administr1.tion. 

On behJ.lf of myself and Nemb,>rs of the 'working Group 
I express cur gratitude to Shri B.K.Shah, a Member of the 
Group, for the .; .st knowledge and experience of the 
insurance indust1-y which he h'lS brought to bear e-n our 
deliber'ltions :1nd recommendations. 

I feel it my -:duty to mention here about the excellent. 
help and cooper:~.tion which we have received from Shri S.S. 
Sh~rma, Secretary of the working Group. I place en record 
our appreciation of Shri Sh~rma's contribution to cur 
t'lSk - notably in the drafting of the Group's Report. 

contQ. 
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I· 1.1so reccrd .my gr~teful th:mks tt' the 
Secrct~ri~t of the· Group~ namely S/Shri· B.N. Bagchi, 
V .• D.Sc-:!th 1.nd S .R. !<".:.~.kk'lr for the .valuable 
;ISSist:t.nce given by them. 

Yours sincPrely, 

dd/-
TENNETI VISW'ANATHAM 

3ri K. H~numartthaiya, 
Ch~drm'ln, 
Administrative Reforms CommissiGn, 
S 'lrd::tr P!'i tel Bh::tvan, 
Parlilm~nt Street, 
N8\v Delhi. 
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Nationalisa- jnder a.n Crdinance nr::>m:.Ilgatec!. dn the :Hth 
tion of · 
[i.e~ .::J;an~ary 1_~5G ail life ,insurance b.1siness ·l-Tas 
1ns•.1rance. 

A-o,ointment 
of .·larking 
GroU'? - Terms 
of J.{eference. 

nationalised by GoVerrunent. 'The Life Ins1.1rc; · 11.:~ 

Cor~oration of India was-established on the 1st 

5eptember,l>So 'mder tne .... ife Ins:.1rance Cor"oration 

'-~ct,l~So. In his broadcast to the nation at the time 

of natio,:1alisation, the :nuance :t-linister, i:ihri c.u. 

Leshm.1kh, ·stated that the nationalisation of life 

insurance · wo•ild be another milestone on the ro;=1d the 

ccnntry had chosen in· order to reach its goal of a 

Socialistic :?attern of ..iociety. Natiunalisation of lif, 

ins·.1rance was conceived- in a genuine s:·drii: of service 

to· the people and to introduce into tha lives. of 

millions in the rural areas a re>:v sense- of a~areness 

of b·1ildin~ for the f•.1ture in the s::>irit of'.'calin 

confidence which insurance alone could give. 

2. Durin3 its twelve years of existence, the Lif~ 

· Insurance' Cor?oration has attracted. the attention of th( 

?arlicimeilt on more than one occasion. Therefore, as a 

?art of its encr..l:lry -into tr.e .i.c!ministration, the 

.\drninistrative R~forms Com:dssi:.m a-nointed the Jorking 

Groti.IJ .on L1te In5uranca _,..dministration on the 11th 

A·I~JSt,l%1. ~'. t:o,y of the Commission's ..:·rder 

const:l.tutl.ng the ,;orkiq$ Groun is at Ap'?endix I. 



"l,. 

'The terms of reference of the :Vorkin3 Gro'J? are :-

liJ to examine t~e organisation and the working 

of the Life Ins·Jrance Co~oration of India in 

the light. of the requirements that the Cor~ora

tio~ shall so exercise its powers as to sacure. 

that life insurance business is develoryed to 

the best advantage of the com~:-:o.1nity' und that 

in discharging its functions it 'shall act as 

far as may be on business princi?les 

\.iU to make· s•Jitable recommendations for the 

imorovement of the businass of the Cot"?.oration 

and th~ service provided ~ it to the policy· 

holders; and 

UiiJ to suggest in-b~ilt agency or agencies for 

1ec·.1ring corrective action as well as furtharing 

the growth of businass. 

J. The ':stimates Committee of :>arliam:mt ll~S0-·6.1.1 

examined in detail tha :O:::stimates of the Life Insurance 

Cor-,oration of India anJ submitted thGir lr•..m;;red and 
Report 

Thirty-iourthL\.Second i.ol<: :ilahha, in .pril,l~-51. 

Thereafter, tha working of the Cor:~orati~n up to the 

year encling 31st Ha.rch,l%'f. was examined by th.: Com

mitt~a on ;ublic Jnderta.~i~1s lThird Lok Sabha1 in . 

1 ~154-oS, w~o s•.1bmi.tted their Fourth ii.enort in harch 

H.S:l. :~ summary of th~ conclusions and r~";:orr.nendations 
•..•••• 3 

:>reyioJS 
!\,; i i ~nqu r es. 



. ·:uestion
nalres. 

ReD lies. 

3. 

contained in th~ d2ports of the two ?arlia~ntary Com

mitteas is given in /l;.,pendices II a III. tla may, howev:ar, 

mantion in passi~ that some of the important recomv:~enda

tions of thesr3 two Com·-D.ttees, like revi.aw of the· 

surr9nder values of tha Corporation's policies,. premi:.t;~ 

ratas and loan schemes," si~lification and liberalisation 

ot the ~rocedure for sarlCtion of policy loans, re

organisation of the Corpo~ation etc. ,have not b2en 

imnlemented by tha Corporation so far • 

4. The first meeting of' the ,.forking Group was held at 
.. 

~w Delhi on the 6th ~e?tember~l~67. In October 1~67 the 

v1orking Group issued a .detailed questionria.ire to 'tlia Life 

Insuranca Cor?oration of India. A short questionnaire ..-1as 

also, issued to tha ssociations of the Officers and the 

Staff of theiCor,oration at the Central, ~onal ,· Divisional 

and Branch levels and also to t'.iembors ot Parliamznt and 

im?ortant persons interested in lire insurance 

administration ~Appendix IV). 

5. The re,lies of the Life Insurance Cor?oration to o•xr 

~~es~ionnaire were received in two batcl~s on 28th Decembe. 

1S67 an:! 5th Februarv.l~68. Our q•Jestionnaire to the 

Co~oration and its replies thereto will be f~~nd in 

J1:~penclix V. A list of t.iembars of ?ar.liament and oth2r . ' ·.. . 

imoortant persons who sent re~lies to our questionnaire 
h , 

0 
o M 

dll be fo·~nd in Appendix VI. A list of :'!Ssociations 

••••• q. 



and other bodies who submitted ~'1emoranda to the Grou~ 

is given i.n !'a1)p;;mdix III. 

~. Th~Grouo interview~d the representatives of li1 

th~ Federation of Life Insurance Corpor~tion of India 

Class I Officers 1 .i.Ssociation; l.i,i.J the National 

Federation of Insurance Field workers of Indiu;liii; the 

Life Insurance .~g<:!nts' Federation. of India;and liVJ t~1j 

All- India Insurance ~loyecs Association and reco.rd~d 

thdr evidence. A gist of the evidence recorded is giwn 

in .~~p~ndices VIII to XI. lul th~se bodies, except the 

A1 t- India Insurance ~mploye~~s Association, also submitted 

writt.:!n i'bmora.nda which arc re-produced in A?pendices -~~II 
(· 

to ,av. Thd[.;rou? toured ~onal Centres and soma Divisional 

and Branch Centr~s and recorded oral evidence of some of 

th! ::.onal, Divisional and dranch i:ianagers. The Groi.1p also· 

recorded evidence of the representatives of the 

::..ssociations of vfficers, :)taff, .~ants and others at these 

centres. Th~tlamss· of the centres visited and the 

rapresentatives of .\ssociations and other p.:rsons who 

tendcr:=d l"!'al evidence ar.e given in Ap .,endix :1V. ~e 

regret that owing to our other p~e~occupations vT;; co.1ld 

not vis! t somz of th\3 Stat~s to study th~ir proolems. · rle. 

had no oouortunity to visit apy of th~ Foraign Officas of 

Lifa Insurance Corporation to study thair working and, 

thGrefor~, our viaws on th1:1 Corporation's foraign business 

E:vid2nce an. 
f.iamoran..la; '"" 

are based only on the mater.ials available to us. • ••.•• ·.:> 
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s. 

Finalisation 7. The Group met th~ L. I.C .llana~am,:mt in ~e?t<!mb:3r 
of the Re'l>ort. 

1So7. The Grou'? held altog.:!ther .:w meetil1£S and discussec1 

S"Qecific iss:.leS at its meetings' held in u~-;i Delhi. Bomba; 

ani Bangalore and finalised the ~e'?ort Gt Bombay at its 

meetings from the 15th to 18th August,lS.od. 

• •••••• 6 
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The l~ssage ." 1.1. lL Every bread:winher of a. fa:itily h,_.s · t J 

?rov'ide fbr his old ag..a and, at the sama t-h:9. ens"..l:cs 

basic necessitil:!s of 1.ife for. his fam;l.ly no·;:, on.LY 

when 'h3 is alive' b'~t also after h.: is remov..ad from 

the ·scene. This m.:ans that he has .. to save. reg~Harly 

a portion pf his C".lrrent income and fore_go_ temptations to 

S!Jend the moriey on less urgent req-..lirements ot life .. 

Ui1 .:ill average family needs- J:na co,nunuance -or 

at least "50k of the incoma of· its bread-winner for 

& to lv years·: in case- of·: his death to .:~bl.: it to 

maintain a· minimum living s-:=andard·and reetJtablish 

the family on its own f.a2t; There is .no better 

way than lifa ins':.lranca· to orovide. su-:h3 an ip.~Q!Jla .. 

Uii;·· Life ins"..lranc..a is. an .. ".lnicr.o1e ·.m«lt.nad:Jof ,s_avings. 

Therr.= is no other xredium of· invasting on-.;;_· i? .~av:_ings_, 

which can, besides- family pro_tection, tak~ :Ciil:J:''= .. .of 

build in,_~ u" a retire~·3nt --bemfit. and cult:i:vat_, .-t~>e 

habit of compuls~r~/-savings .. witho'~t tenmtation of .aasy 

withdrawals. 

\iv) l.ifa :ins1rcince. is t~1e 9nl~ form-of-savings 

which creates a sizeable ca,ital im·iEdiat-.dy on paymant of 

first 'premium and -a promise to· ;_:>ay. f?·~bse0u~nt. premi·~ms. 

In·.: case of all other forms of·_ $avings the . capital. is. bu.ilt 

U)? only to th<: extent of actllal savings made. 
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lvJ Lif.: In.';urance offers berefits of so;md 

managem~nt of individuals' savings thro:.1e.h ~wall 

plann~d and diversified investment portfolio vf a 

life company. hor.aov~r, the .savings effect..ad thro·..;.~'l 

li:Er:! insurance cat..:lr for liq..1idity in tha sensa t:1at 

an insured can g..at at short notice .aither a policy 

loan or· s•..irrender val•.1e of his life. "'olicy to ~et 

any financial emergency. 

wi, ·Life Ins·ttanc-a inculcates the habit of . 

thrift an-:l r..!gular saYings amongst. the people. A 

nation wbich has developed this habit~ widely belk!fits 

indirectly thro·..1gh many other c·.1aliti2S which are 

th(~raby foster~d among the peopb. For examJ?le, 

:o..:ao,la becoru salf-rcliant, as many of the \'I'Orri.:s and 

'.lnccrtainti·~s -ar~ climinat.:?.d thro~.1gh the protection 

offer':!d by life ins11rancc against· unfor3s~en and 

un:Jt?CCtc!d calamities. ::-aovle a \.sQ look to fut•.lr<=> 

'~>11th calm coniid.::ncs as they are. :::nal:>led to plan 

ahead intelligently and strive for a b.::tterment in 
• 

life for th~mselves and th~ir childr~n through life 

insurance. 

~vii) Life ins•.1ranco, if successfully developed, 

·lays strong foundations· for' a politically and social,.ly 

stable and an ec-:>not:ic<1lly viable soci.aty. 

7. 

• ..... 8. 
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CHAPTER I 

lviii) Th$, life insurance, >·Thilst offedr~ 

variegated benefits, creates a saris~ of s~curity ·for 

every ins 1red family and,. at the same tim.::, garners 

maximum resourc<::.s, in the form of small sa·.rings o.f 

individual families,.tor a planned socio-economic 

development of a country. The &Ysuitant prosperity 

of a nation .L"'auB, ~n L:urn, t:o a greater ?Otcant:Ial 

for life assur.:.nce . E!-S further savin3s are g.:nerated 

in the national e~onomy. To a1)'"lreciate the snow

balling effect. of the savings through life ins·1rance 

business, one has only to look'at the dizzy hefghts 

attained'by the ]~~.economy where savings through 

lif~ insuranca are lls.4,vv2 ·crores annually, or~ to 

the 1. ~c. economy· whe'i:-e th-3 annual savings :through 

life insurance are Ps.~82 crores; 

1.2. In India, th.a par capita lncollk3 is estimat~d 

at as low· as rs.482 per ann•.1m U~Go-57 quick estimate 

8uk of the people liv~ in villag~s and their iucome 

is intermittent and dependent on th8 vagari~s ·of the 

\v-eath~r .and the peopi~ are generally unable to 

accumulate savings to t:aKe care ot misfortun~3 tr~t 

befall them due to disease, <lrought and early death. 

In such conditions, l~fe ins·lrance · is an urgent. 

economic and social .nli)ed. 

Q v. 



1. 3. Dynamic devel::>pmant of life insuranca busi~ss 

sho·1ld :-

llJ bring stability and protection to the vast 

majority of the families in the country; 

and l2J collect small savings of the pao?le which 

may amount to as much as "s.l,OUU croras 

per annum. 

1.4. It is now clearly recognised that the prosperity . . 
and progress of the nation de?ends on the dev~lopment 

s. 

of o.griculture for which massive capital investment is. 

required. An investment of ~.1,5uv per acre on irriga

tion, or digging wells, or installing pumps or othat 

mo.chir¥:!ry, w.ill halp to increase the ann'Jal in~oma of a 

farm<:r by about ~~.3,vuo. Therefore, an ·investment of 

~.5vu croras each ye~r for these purposes will p~rha~s 

result in an increase of about ~.l,Suv crores in the 

national inco~. ~uch o.n inc~~use in rural incomes will 

lead to increased savings capacity which would be 

eff~ctively harnessed for life insurance thereby providing 

add~d security and protection to tha rural familias and 

incr~asingly larger investtOOnts in the national economy. 

~1ch investments should b2lp t~ nation to build mora 

fertilisar factodes, dams to control floods and generate 
' electricity, and so on. 

. •••• -10. 



~u. 

1.5. . ,Jbat the nation needs most tode~.y is capital and 

life insurance can bring it into the natio~l economy 

by effectively mobilising the savings o.f the people. 

1.6. :;. brief history of the development of life 

ins•.1rance is given in Ap·::>endix X:V:I. 

• . . • • • • 11. 
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C irc;lmsta.'1Cl$ 
le~ing to 
nat onalisa
tion of life 
1.nsurance. 

::>reparatora 
step towar s 
nati.:>nalisa
tion. 

GHAn~n. II 

2.1. The considerations which led the \;crrernment to 

nationalise life insurance. business in I.1dia are well 

known. 2rior to nationalisation, no serio·~s efforts 

were being made by compani;s engaged in lif~ insuranc~ 

business to develo? it intensively with the result 

that life insurance to,~ched only the fringe of the 

comrro.mity and its illllllanse ben<! fits to th-:o fanrlly. 

the society and the country .remained unkno1vn to large 

sections of the people. The 1:i f.-a insurance industry 

in India had to' be geared up for the execution of 

the :?lan prograiiii!les on which the co.mtry had embarked. 

une of t4e main objectives of planned development v1as 

11. 

to b·J.ild up rapidly a W'elfare .,jtate and it ~1as, 

therefore, essential that tha benefits of life ins1~rance 

sho1,1ld be made available to every family in th·:: country 

·and that_ l.tfe ins·~rance should be conducted with the 

utmost, economy by the manage~nt acting in a spirit of 

trusteeship_and canalising the life r~~ds into the 

country's development pr9gra~s. These were thz hopes 

and aspirations of the Gover~nt and the peo?le. 

2. 2. :Oy- the Life Ins 1rance JI::mergency Provisions,~ 

Ordinance,lS5o, promulgated by the Pre_si.:ient of India 

on the l~th January,lSS6, the management and control 
....... 12. 
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of life insurance business in India, inclu.ding the 

foreign business of Indian insurers and the Indian 

business of foreign insurers, vested with immediate 

effect in tha Central Government, and the business of 

. life insurance passed from the Private ~ector into 

the 2ublic ~ector. This was{he' first step towards 

complete nationalisation of life in&~ranc~ business 

in India, a step never before attempted anyvrhere in 

the world on.such a gigantic seal~ an~ one which 

op:ood a new chapter in the history of Indian 

Ins'nanc·~. 

2.3. The Life Insurance (E~rgency Provisions~ Act, . 

1955 was pass-ad by Parliament in l!d.rc~l,l95i).- Th.::reaftar, 

a compreh~nsive ~ieee of legislation completely 

nati.:lnalising life insurance business,i.e·.,Life Insurance 

Corporation .kt ,1~55, was passed by ~arliam.:nt. The Act 

ca~ into force on the 1st July,l~5o and th~ ~ife Insurance 

Cor~oration was establishad on the 1st ~eptember,l~5o. 

A copy each of the Finance hinister 1 s broadcast ·speech · 

on the 19th Jan'.lary ,1S56 and the sp<!eches in· Parlhment 

at the ti~ of introducing the legislative measures are 

given in Ap-pendices ;~{!I to ,cu. 

' .•. 13. 
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2.4. The objectives of nati::malisat'ioa as contaimc i 1 

the ;;;tate ·,~nt of Objects and ,;-,eas.:>ns of the .... ife 

Insur~nce Corporation ~ill,l~5~ anQ as dcfin2d in the 

Finance .iinister' s speech~s are summarised below :-

(i~ ~~read of messag~ of life insurance as far and 
as wide as possible r~aching out beyond the more 
advanced '.lrban areas lvell L1to the hitherto 
neglected rural areas; 

r 
lii/ ~ffective mobilisation of the peo?le's savings; 

liiiJ Com?lete security to policyholders; 

(ivJ ?rompt and efficient service to the policyholders; 

~VI Conducting of business with the utmost economy 
and with the full realisation that the monq 
belongs to the policyholders; 

lvi~ Investment of funds in such a way as to secure. 
maximum yield consistent with tha saf,~ty of capital; 

lvii) ~conomic premium rates; 

\viii) 'Jevelonment· of a dynamic g,u ..... v.~.0uLvu"' vL·garu.:::>al:l.Oil 
under a management conducted in a snirit of 
trusteeship; and 

Ux)' Formulation of schemes of insurance to suit 
different sectors ofthe community. 

2. 5. In .• ~py:)_endix 1L"\ ,.,e ~i ve a re~·.lllle of the 

Coryoration's progress since its incerytion up to 

31st i.iarch,lS.58, 

2.6. \Je shall discuss in the subsequent.chapters how 

far and to what extent this nationalised institutio~ 

has fulfilled the objectives of nationallsation and has 
discharged its obligations to the Gover~~nt, the country 
and the oeovlQ ••••• 14. 
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C!WTii:R _III : T~1Z iSi..FOf.l'L.-ll'iC:::: ut' ':C.H LI.I!'3 IN'.:) J.: .. .i:i!C:.i: 
CO~'L;O:"\.'U IvN ,JI;:a .,:;p::;:tENC;~ Tv T;.~:: 

O.U.::CT Iv.S:::i JF N.ff.I.~·i'l..u.I.::..;r IJ:tl, 

.§Ii:CT ION 1 • 

Natbnalisa- 3.1.1. 
tion -

'rlith ,tha --orofit motive eliminat.;!d, <1.nd t!lG 
efficTency of service made tha .sc:i.e c.rit~rion 
under. nationalisation,. it will be -possibl~ ·to 
s;_1read the massag:::! ·of ins:1ranc•~ a~ fa.r a."'l:i as 
"Jide as possible, reaching cut be·/ond ·the mora 
advanced urban areas well into hitherto 
~glel!ted, .. ni:lll1~ ly, rural area.s :a. \.i:l. om th.i 
speech of the' l!'inancact.J.nister in i'arliama.nt 
in 1S56;,. 

ST.>reading the 
m'3ssag.a of 
life insa:rance. 

It 1vas argued at the tima of nationalising-life 

tnsura~e in 1956 that the activities 'of th(3 then 

existing priva'!:e insur:ars ·mare mainly confined to ·urban 

areas and~ there too, to ._],i,mi ted categories' of people · 

and that thay ·were.- not prepared to penet:rat:•3 aeep into 

the remotest corners of the co:1ntry to-bring every 

family on their books as the p~·iv.::1te insurers · w.;re 

too small' individU,:ally afl:d_ as it meant slo;vet· r:ath'rns 

to the shareholders and large capital expe:J.ditur:a., Tha 

Life Ins•lral?-ce Cort)o~ation"of India, when· it 'N'as:.formed, 

was, therefbre, ·· expecte9, ~o .do the pioneering job of 

spreading the message' ~f life insurc.nc:e: to th.a :lpwer 

income gro~ps in ~roan _ ,araas· and beyond ·the· more> advance1 
-

areas well into, the. .hither,to .neglected rural areas so as 
' 

to provide life inslrance prot:=ction to ev .. ry family 

and thus .mobili~e public savings. 

. ~ •· •• -15 . 
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3.1.2. The success or failure of. tiu Life Ins.1ranc~ 

Cor?oration of India in B?reading the ro2ssag~ of 

insuranc~ as visualised at the time of nationalisa

tion of life busi~ss can b~st be iud~ed by the 

extent of iJil!?rove~rent in th perci:!ntage of familiii>S 

brou~ht on its boo1:<S in. both urban and rural areas. 

, ~ _ ..... 

(.;orporati.;;o' s 
ac1li:evemant L1 
s?reading th~ A 
m;ssage. of u~, 
insurance·· 

Since_ .the Corporation has be;m v~sted with the-· special 

responsibility of snreading th~:: message· of irs urancG 

thro71ghout the country we ~rier.zired from it as to the extent 

to which this objective had b.aen achlev~d by ·the Corpora

tion anj tha parcentage of families covered by life 

ins•lranc.:!. ii'e reproduce bdo>f=xtracts from th:3 ·corpora

tion's reply to our question 

''In the stat~m=nt of the ObJec~~v..:"' c;Ulu 

Reasons of the LIC ·Act 1;56, it'- is made clear 
that Government decided to nationalise. life 
insurance business in India ,'to spread 
insurance mora ~idely ·and i~ p~rticular to 
rural ar~as·and as a· further- step in t~e 
direc'tiori' of~:.aff.active, mobilisation of public 
savings Tnis may,. thcr.afore, ·be cons ide red as 
one of the ?rimary objectives of the LIC. It would, 
however, be unrGalistic to ·ass-:lllle. th4t even with 
the most-effectiv~sales effort. ins.zrance could be 
ext~nded to every ho:Jseholrl _in the ~o·.1ntry. The·re are 
bound to be large sections of households wh~ are not 
in a position to save enou.3h to pay insurance premiums 
and others who find it more advantag~ous to direct 
their savings into chann.:ls oth<er tnan life insurance." 

* '"* *:~* ~-;c* *** 
•••. 16. 



CHA?TER II I - SECTION 1 . 

·'It is difficul,.t to ascertain from the LIC 's 

records the number of individuals or familias 

who hold lifa insuranca 1;0lici~s. Scm;;; 

useful infor1!lation on this point was brought 

out by the N.C .A.E:.R. s•.1rveys referred to 

above. These surveys sho\<Ted that during the 

respective reference years 15.6% cf urban 

households and 1.6k of rural households paid 

life insurance premiums." 

'' ••.•• It may be ex~ected that the proportions 

of insured households would have increased 

ap?reciably d~ring the ~eriod which has 

lS. 

elapsed since the dates of the surveys. It is 

probable however that '•hile in urban areas the. 
proportion of ins'l,lred ho·.1seholds is mxl;l higher 

than 10~. in the rural areas it is still less than 
lu /o. •• 

3.1.3. rie are constrained to state that~ the 

Corporation's a"('proach to the basic problem of 

spreading the massage of insurance to ev~ry nook and 

corner of the ··co.untry is not constructive and lacks 

the zeal ·required of. a. nationalised underta'dng 

especially charged w.ith this responsibility. It is 

indeed a pity .. that even after 12 years of its establish

ment the Cor?oration has no statistics of its own 

regarding the numb~r of individuals or families who held 

lifa insurance policies and had to r'"ly on tl.".L.a N.C.A.~.R • 

. . . . • 17. 
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S•.1rv~ys to ansv1er o·.1r question. It will be relevant 

to not~ that tho:ase surveys were conducted in 1 %v in 

res~~ct of urban households and in !962 in r~spcct of 

rural households and were based on a small sample of 4,3&1 

·~rbon ho•J.seholds and .a ,527 r:.1r.:1l households which re

pr,sent an insignificant fraction of the households in 

t~1(! country. 'l'her..afor~, th3 concl•.1sions derived by the 

Corporation on such small sample surveys are subject 

to wide margins of error. The n•Jmb~r o~orporation 1 s 

nolici~s in fore~ as on 31st }arch 1967 in I~dia w~s 

12u .17 lacs. A very J.'irge p~rcentag~ of. insured persor>.s 

especially in the high~r income brac~ts have more thafl 

ona policy and in some cus~s the number of policies are 

more than half a dozen. w2n allowing for the increase 

in the pro~ortion of' insured households after the NGAER 

Surveys it seo:ms to us that the number of households on 

the books of th~ Corr-ora.tion will not be more than 4V to 

Sv lacs, i.e., b;;:tween 4 to 5 k. Since there has been no 

a~preciable increase in the rural businass during the last 

six years, the pro~ortion of ins1red households will not 

perhaps be higher than 15.6k of urban households and 1.6~ 

of rural hous~holds ~•ho paid life ins·1rance premiums in 

the r~ference years of the NCAER Surveys. 

we are, th~::e.: )r-=, led to concl'.lde that the 
..... 18. 
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~TgR III - SECTION l 

Corporatio!'l. has not even touched th.: f:t:inge of th<l 

problem of carrying the message of lif~ ins1rance. to 

every home and·that the basic objective for which lif~ 

insurance was nationalised remains y~t to b.= achieved. 

3.1.5. We believe that tlith an ar~ of more than 

1,60,VOv Agents, .8,5W Development uffic~rs and 3,uvu 

Officers, and with 1.2G crorzs policies on their books 

it shouli not have been difficult for the Gol"1)oration 

to collect its -.own. statistics about its :_:>olicyholders 

as also of the insured famili~s to ~ an ~s~essmont 

of its own success in spreading the message of life 

insurance and to mak.~ a !}etermined an~ plann<ld effort 

towards achieving the ~bjectiye. 

~e· reco~2nd that the Corryoration should devise 

ways· and means of collecting statistical data 

regarding the number of individu~ls and 

households on its books and publish ·the data · 

in its ~~al Renort. 

The per capita national income in India in 

1%5-57 according to q•.1ick estimat~s is rs.432 •. The 

average income of a ho•1sehold could, there fora, be 

taken at Rs.2,410 or say Jls.2,40U per annum. Normally,, 

for an average household with no c~~ital or savings to 

fall back upon, a life insurance protection of at least 
•... lS. 
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3 years' incoma ~:~hould be considered as r..:asonable. 

As against this, the life ins·.1rance protection per 

household presently is about Fs.475/- only representing 

le'ss than 2J2 months' incoma which is trivial in th.z 

contaxt of the national needs. The immediate objective 

of the Cor,oration should, thzr~fore, have been a 

provision of lifo insurance protection of a mOdest 

amount of at least one year's incoma,viz •• ~.2,40U p~r 

ho•Jsehold. On this basis, th: Corporation shoul'd have 

easily achieved a total life busin.=ss in force of the 

order of Rs.24 ,lJUC cror2s and an annual premium 

income of about Rs.SOu to 1\s.l,00\.1 crores. 

Even on the basis of NCAER statistics quoted 

by the Corporation which according to it "may be con

sidered as reflecting the potential for insurance in 

different sections of the population" we have prepared 

].9. 

a rough estimate of tha ~otentia.l for life insurance. This 

estimate will be found in Annexure I. For the purPose 

of this estirnote we have assumed that the Corporation 

sho•1ld have made as much concentrated effort to canvass 

business from thz lower income brackets as from the 

higher ones. Further, in view of about 5V% increase in 

per capita ~ncome (~t current prices) since tha NCABR 

Surveys 1560-62, the households in the relevant income 
•••••• 2V 
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brackets >vill now have much hie her incomes and, 

thGrefore, an increased ca'laci ty for ins'1rance. On 

this basis also it may· be justifiably concluded that 

the Cor~oration should have achieved a total business 

in force of about ~.23,000 crores. 

Tha same conclusL:>n can .be reached· by yet 

another method also. According to the i~.c.A.B.£i..Sr.1rveys 

quoted by the Cor:-oration 42 .5/o of the urban households 

and 46 .6 4 of tha rural house holes had annual incomes 

below· Fs.l,OOO .and ~~~.900 respectively. The£e sectors of 

the population should, according to the Corporation,. be 

considered to be below subsistence lev;;l and, therefore, 

are not in a position to insure. On this reckoning, 

the insurable households will. be 57 •5/o and 53.4/o urban 

and rural hm.Lseholds respectively, i.e.,. 1.15 crores 

urban and 4.3v crores .rural households, i.e.·, 5.45 

crore households. The Corporation has on its books 

about .5v l~cs households and, therefore, about 5 crore. 

households have still ·to be reached by the Corporation.: 

As already. pointed ~ut by us there has be'n about 50/o 

increase in per ca~ita i11come over lSSu-&2 levels. The 

average size of the corporation's policy during 195.>-.)7 

was lls.5,456 and the 5 crore insurable households alone 

represent.a potential of more" than lls.2j,Ouu crores of 
•.••• 21· 
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life b'JSill2SS. •n ti:lis bcLsis atso the Gon>or=<ti ;n sho.Jld. 

ha.vz achi~vcd a life b•J.si 1ess in force of more than 

";. 2lf, vvv crores. 

.i!'rom the NCA~lt statistics it uill be noted 

that 13.5i. of t!1e '.lrban housc~1olds, .i.e •. ;n l::.cs urban 

familias o·Jt of th-a estimated 2 crore families paid 

life ins Jrance or:::rnium. ;;:v.:n amongst the emT>loyed 

population in the 'Jrban areas only abo~t 15 h. bad lif.: 

ins•Jrance. ~vidently the (;orooration has not m.;.de 

~.· ~ j 
SC~rcad of 
b•Jsina·ssin 
:,!rban areas. 

any serious efforts to ins•Jre even the lc:!mployed I'OP'Jlation 

in •Jrban areas. :!.'. is als.:J obvious that the lower and' 

midO.le incoma grou? ho•.1seholds hava been neglected by 

the Corporatio~. 

In reply to our l;uestion as to what .'lans the 

Cor·,orati..:n had made to bring all the eDl!?loyed popula

tion under life insurance, the Coi":loration has re~Hed 

that the GrJJ~ Ins•Jrance :.-cherre and the. Salary Savings 

Scheme wer~ specially introduced by it with tha intention 

of providing life insurance protection for all the 

employed !-)OTJ•Jlation. Under the Gro•.Jn Insurance ::icheme, 

th:) Comorat ton offe~s, for terms over 15 years, a 

8-1/3• reduction ov::r th<.! tabular prembm. Jnder the 

:.alary Savings ::)che!!12 , the employelt' deducts the prarnioJm 

from m.:~nthly salary of ins•.1red .:mploy::e an.J "?ays it to 

the Cor1?oration. Th\;l advantage to the ins Jrcd p~rson 

~;lans for 
brins::ing 
Cl.llDloyed uo
pulation '..gld:.';'~· 
life ins•lran,, · 

•••••• 22 0 
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is t~"lat tae -pre!".i.1.lm is paid . in conveni::mt wonthl)l' 

instalments wit~out the usual additi~n~l 3k charg~d for 

monthly m~je of'ryr~rnium and also the ·usual r~duction 

of 75~' or 37?. -p~r th<msand sum ass'..lred !>ar annum as is 

allow.zd for the yearly mode of pay!ll'ant having regard 

to th~ Plan of 'ssuranc2. is given to t~1-= ins 1red. 

The total new business under ~alary ~avings 

Schel'le in l~o..i-57 was 3.us lacs policies assurin'5 

"~.121 cror-:s. The Cor-:,orat i .:n 1 s total b·usinel:ls completed 

under tha ::icheme from .1~58 to 31st Harch,l~-57 vras 

ab01..1t 11s.5o+S cror~s on 1:> .o+J lacs 'OOlici.:~s. The. 

;;.chama provides for paym:ant of premiums by monthly 

deduction from the· salary of the employees bJ the :zmploy·er. 

The :..icheme has b.aen intr6d.uced by certain C.antral 

Governn~nt/btatc Government. DePartments/Public 

Jndertakin~s, etc. Collection of i)remium at· t.,mrc: 

from the salari~s· of the em?loyaes is· a facility 

·which h.as,· certain advantag.=s. It reduces .lapses and 

also ··collection expenses. The Governmant employees 

enjoy .this facility already '.lildei :?ostal Life Insurance 

scheme and also under certain State Governm;:nt !)er~artment 

Schem:s. · ~~v~n tho•Jgh the Committee on 2ublic Jndertakings 

recOlli~nded thdt ~alary Savings Sc~~me should be 

ir:.trnduced in all 1!'2 Central Gov--c:rilll!ent T.:iaJ?iirttruants/ 
••••••• 2.J. 



.?·~blic Jnderta\:in~s, ti1e t;cwern.tn=nt h.ave decided to 

intro:•lc~ this sct-..eme with minor changes with a vi:?.w 

23 • 

to avoid ?remium deduction ~assing thro~gh 3overnmznt 

acczylnt as an experimental measure in the Central 

Government offices at ::3ombay, iladras, anJ Delhi in 

respect of non-gazetted staff only. Tha Co~troller 

and Auditor General of India has also agreed to the 

introduction of this Schem-a to. t:1a non-gazetted 

eti\T)loyees of i'iaharashtra Government also. The ~ailv1ay 

Board has also agreed to the introduction of the .:)cnemc 

in the Diesel Locomotive uorks at Varanasi and Integral 

Coach Factory at :?eramb·n·. 

It would .also be interesting to note the views 

of the Life Insurance Agents' Federation. of India as 

conununicated to the ,jor!dng Grou!_) in their .hemorandum:-

''It \.3overnmcntJ must introduce tile system of 

'pay-ded•Jction facility 1 in all Government 

Departments, Central as l-l.:ll as ~tate, and 
streamline collection from mambers, crediting 

S'lch collections monthly to the LIC. This may 

be extended to all th~ Jnderta!dngs and 

1stabliShm·ants in the Fublic and . .?rivate 

Sectors. It wl5t make it compulsory to 

convert a major share of the 'employees quota' 

. ...... 
-Vie"~<7S of t 
Life Ir;s~rr. 
Agents' 
Federation 
India. 

in the provident fund schemes towards insurance" . 

. . . . . . 24. 
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l\ecommenda- 3 •. La3._ We do not .share the Cor'?oratbn'.s view 
t1on.s regard-
ing Salary that ·the Salary .;;iavibgs Scheme is _specially designed 
Savings 

-~chema. to reach all the e·:~ployed parsons as we find tl;lat 

the Scheme has still not permeated-to th~ employees 

in-the ·lower incoma brackets. Secondly, s inc-a the 

Scheme provides for deducti~n of .!_)remi:.nns by the 

ewloyer, the .~\gent ceases· to have- any contact with 

th.a nolicyholder once the in.suranca is taken. Thirdly, 

in actual-practice, it has b~en found that there 

are time-lags ·in the r~ceipt of T.\r~miums from the 

employer and fnordinate ·delays by the Corporation 

in adjusting the :premiwn:;z in the accounts of tha 

policyholders. · Thes_e administ:rative ~d procedural 

de1ays create- unneces.sary difU~ulties for the 

policyholders as the policies a~e.tr~ated as lapsed 

until the ?rem1ums are adjusted. 

i!le recotmllend that· the nrocech1re relating to 
;,=.."""-=. . . ·' - -

deduction of nremiums. their remittance 
to the Cor>oration and-~dj~st"'i.=nt-. t~reoi 
should be simDlified-and rationalised-in the 

interests of the policyholder~· We also 
reco!llm2nd that tha policy ·sh-ov,lO.c not be treated 

as' lapsed. once tbi premium' ig deducted from the 
nay-of--the-employ~e by the empl()yer regardless 
or the fact whether it has actually been 
remitted to the Cor,orat:i.on"and adjusted in its 

•••••••.•• 25 
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:ro:)~S. ~'hcz:e. however, the Cor-•oration.f:eels 
tr'3.t the employer is reg•Jlarly defa•J_:lting i':l 
remittance of premh1ms I .t~ ColJ:!.Oration will. 

be justified in asking the emoloyer to 
keep in de.,osit w:l..th the Corporation an amo:Jnt 
eq11ivalent to two months 1 Salary Savings ::.;re:r.i;,~ 

TJecl•Jctions I failing '-Thich th~ facility of t,~ 

~cheme sh0>.1ld b~ discontinued by giving 

p~o.,er P,?tice, say, of two months to tbe 
elinloye.as: 

It se·erys to us that the Cbr:>oration has not 

hlly T.>assed on to the' policyholders the benefits of 

the special features· of the ,:,alary .Savings Scheme. 

?olic1es under tha"Scheme reduce· collecti9n·expenses of 

th= Cort)orat:ion in respect of the premiums~ Noreo.ve:r;, 

tl'll:l employed persons are a select group of ueople wi~h 

reg•.1lar ·inco1112s anc! more often' than not entitled 

to some kind of medical f~cilities provided by the 

employer. ·The"refore mortality experience on s·1ch 

select lives sho'Jld be much better tl:ian that of th~ 

general.-t'un ~of th~ ?~licyholders. 

w~ reco~~nd that th~ Cornoration should 

.pass on the ··b.2nefits of these two· sn~cial 

features to th~ ir· ~red ""by way of lower rate 

of" pr~mium under the Salary Savinp,s Scheme 

than at p"t"·~sent •. Since •.1nder tha Scherm the 

Agent does not render any ~ost-sales serv~ 
.••..• 26. 
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t~~ policyholders th~re will be scarcelx 

any justificati m to pay tha full renewal 

COI!h"1lissi:m. The benafit of E_ed,.lction in tha 

renewal comniss ion S~loul';l also be passed on 

:to the oolicyl1olders u!lder th.~ ~1chema. 

·introd•.lc-a-:1· in all the remaini:xs Central }·werrnn~nt 

D::partmants arid .?ublic Underta1dno.:s '1-Tith'J'..!.t f•Jrther 

delaY. The State Govern.in:mts sho'Jld ba re:;uested 

26. 

to -intiod•.lce. the 6ch2me in all t;ovarrnr:.:::~ D::·::r.'\rtm-:mts, 

:)Uasi-,';overrunant bodias ari:i local bodi2S ,etc •, under them. 

It is our·considered view that the Grou~ 

Insurance ~chema is a more effectiva means of bringing 

the employad pop'.llation in the co1ntry within the scope 

of lif~ insurunca. The Cor:'orat ion· has not 1 howavar, 

s•.1cceaded in making such schemas popular. ~l.S on 

31st !~arch,l967 the Cor:;>oration had sold only 220 

Group Insurance policies with sum ins•.1red and bonusas 

totalling T/s;39 croras ·only. There is a vast. scopa 

for developmant of this class of b'isiness particularly 

if th2 e~loy~r can be ?ersuaded to pay a p~~t. of the 

premium for each ins·.mad employa:a. The principal 

reason why the Group Insurance Schema has not made 

rapid strides is that the Corporation's premi•.Jlll rates 
• . . • . . 27. 
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for this class of busin2ss·ara unduly high and 

unattractiva. GrOU? insurance leads to savings in 

expenditure on aJministration, tn2dical fees and 

underwriting and, th~refore, the r~tzs should be only 

nominally higher than th~ n~t cost of life insurance. 

Even th~n the Cor~oration gives a reduction of only 

8-1/3% in the tabular rates. {ie find that tha. ,prri!m:J.um 

rates of British Life vffices for individual proponents 

under the Ontz Year Term Insurance .o."'l.an are lower than. 

the Cor-,oration' s One Year lGrO'lpJ Term Insurance 

rat~s in res,ect of select class of lives.. In 

this connectiJn we might also mention that the une Year 

lGro li'J Te:":"m .Ins·1ranc.a !1-ates are always lo~ger than the 

corr~sponding rat~s for One Year Term Insurance for 

individual pro~onents due to sav4n~s 4n exocnses on 

~dical examination, und~rwriting and administration 

under a Group Insurance ~cherne. In the tabla below 

we compare the rates charged by th~ Corporation under 

the Group insuranc.: plan with the prem4um rates of 

3ri tish Life Jffic..1s for one yeattenewable _\.GrOUl).i 

Term Ins1rance :-

27. 

•
3 retilium per tho·1sand sum assured 
L.I.C. ~ritish Life Oftice Age· at entry 

3v 
35 
~u 

6.40 2.uo 
7.15 2.vu 
~.05 3.0u 

• ' ••• 28 • 
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23. 
Cdi~TEf. III - ~mGTI0N. 1 

It \Iould be observed that th.a Cor)Orat ion's 

rates are 20u to 25v~ higher than the J.K. rates and 

ther~ is no wonder that Groury Insurance Scheme has not . - - . 

become popular as it saould have been and brought under 

its scope practicallyall the employed p-:>pulati9n 

in the country. It is obviols thi.:it the Gorpor-ltion 

h~s fa1~ea ~o tackle the problem of Group Insurance 

3cheme o'n·busimss princil?les. 

3.1.17. 'tie recommend tha.t Grou-o Insurance rat<:!S should 

be rcd•1cad sizeably and the Corporation should intensify 

its efforts to bring the employed population under tha 

"Grou"O Insurance SchOtm. -
The Corl)oration has not. introd.1ced any 

Industrial ~\ss;.1rance Sc~•emes ·even though such schemes 

are very popular in U.K. and Germany. This concept 

of industrial ass,.lrance as is practised in U.K. and 

Germany has to be adapted to .Indian conditiJnS where 

wages are not on we~kly basis but. w~1ere sar..rice ut th·~ 

door as under the Industrial Assurance is both essential 

and desirable. It may also be worthwhile to 

popularise ·the concept of a round figure premium per 

month which will purchase certain amount of ins'.lrance. 

Industrial Ass•.1rance. req-.1ires a special type of agency 

organisat:!.on. 1-le have considered this question in 

Chapter VI Section 3. .. ... 2~. 
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vlc recornrn2nd that the conceryt of Industrial 

Assucance es?ccially all service at th~ door 

of th~ ins·.1rzd sho 1ld ba introduced in both 

r'..lral an.J urban sectors. 

From th2 preceding ')aragra~hs, it would be cl~ar 

that th8 sellinQ of life insurance in the urban areas 
"' 

has not b·.:en done intensively and that cost of life 

insuranc•.! und . .:Jr Salary Savings Scheme or Group Insurunce 

Scheme is too.high. W.a arc of the view that at least 

50k of th~ urb~n households, i.2. 1 cror~ families, 

sho•.1ld h;lV•e been given life ins .1ranc~ protection within 

th..J first lu y.aars of the Cor;:>oravon' s establishm::nt. 

1'h.a average s1.1m assurec p~r '!.'olicy issued by tha 

Corporation during 1966-67 was ~.5,455 and since the 

u~ban hous~holds h~ve high~r inco~s than the average 

Indian ho·Iseholds it 1·TO'lld have been quite feasible for the 

Corporation to give an av~rage sum ussurt::d of R~.a ,SOu to 

on..:: crore urban families. On b:.is reckoning the urban 

business alone sh()!lld have accaJ.nted for "s.8,5vv 

croras vis-g_-vis the Corr'lor3.tion' s totdl business in 

fore..:: of Rs.4, 7 3.5 croras as on 21st l"..a.rch, 1S67. Je 

are of the opinion that th~ Corporation's fail•lre in this 

direction is attributable to its unimaginative management 

and ineffective sales organisation. These aspects are 

• • . . . • • 30. 
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disc'.lssed by us in detail in s·~bseq·Jc.:nt Sections/ 

Cha-,ters. 

As pointed out by u8 in paragra,h 3.1.3. tha 

CorT.~oration has no statistics of its o;m regarding the 

number of ins~red ho~seholds in rural areas •• 4ccording 

to the NCAER statistics 1.61:. o£ th::! rural households 

paid insurapce premiurr.s in. 1%2. In oth:3r ~•ords, 

98.4/o of the rural households were withoJt insurance 

protec.tion. While the PE.rcentage of insu:ceu nousehol:ls 

in rural area may have gonz up slightly since 1~62, 

it is unlikely that it has materially increased. Even 

ths Cor-poration in its reply. to o•.1r qu;sti,:,ns. has stated 

that it is less than lOio (how much lass has not been 

indicated/. This is a sad comment~ry indeed on a 

natioru..lised Gor?oration especially charged with the 

responsibility of spr.:;;ading life insurance into the 

hitharto neglected rural areas. 

3 .1.21. In the following tabla w~ giv.a th:; volurre 

of new ~.1ral business from 1S62-63 to 1967-63:-
Year ending. 

31.3 .63U5 :tonths' 
period;. . 

New Businzss in r.1ral are.qs 
No.of oolicies Sum assured 

in 1 akhs. es.cr01;:;s) 

6.8 
Eo/~ivulant annual 
f~gures of the above. 
31.3.1S64 

5.4 

5.S 
5.2 
5.6 
5.1 
5.1 

23.::S.5 
186.8 

209.4 
1S7.8 
22U.6 
217.2 
235.8 

31.3.1S65 
31.3.1%6 
31.3.1967 
31.3.1%8 

. . . . . . 1· 
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. . 
3.1.22. It would be obs2rvGd that the Corooration,s 

dcv~lopm."nt of rural business· has been arratic • Th.a 
' 

per canita income at current prices has gone up from 

~.332.S in 1562-63 to ~.481.5 in lSGS-67. The savin-ss 

potential of th3 r~ral sector has considerably· increased 

in NcGnt yaars but this incr~ase is not r.oflected. in 

the Co~oration's new rural business. 

According to ths Co!';)oration the followill3 S~cial 
caracteristias 
of rural chc.ract-aristics of th::! rural com:nunity are responsible 

for limiting the scope of life insurance in the rural 
- c ornmuni ty . 

arzas :-
U) The nel;ld for life ins'.lrance in rural areas is 

not as basic as in the urban areas. 

(ii) Habits of savings and assets formation are less 

conducive to growth of life insurance. 

Uii) A fartror leaves on his death means of liv<:!lihc·od 

in th~ form of land. 

(iv) Joint family system is widely prevalent in rural 

areas. 

\v) Agriculturists experience variations in incomi 

from year to year due to the vagarie.s'of weather. 

\vi) A large proportion of ho•.1seholds find it more 

advantageous to inves~ their savings in physical 

ass<~ts rat,'":.er th3.n in financial assets (e.g. 
life insurunce), .... 32. 
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tvii) R-Jral population has:- .a tendency_ to keep their 
savings in liQUid form. 

tviii) A~large P.roportion of households do not make 

any· savings. 

32. 

3.1.24. It is no~ that· the ~ife Insurance Cor,oratlon 

has suddenly discovered these new facts of socio-economic 

life in r.1ral India.· The ez:stwhile private Insurers and 

the Governro::fnt w~re also aware of_ these factors and the 

limitations on. the scooe:-of .life business in r.ural areas. 

It was, however, th~ conviction 9f the Government that 

if "a new sense of .. awareness of building for the 

future in the spirit of .calm confidance wn1cn 1nsurance 

alone can givei1 were to be .brought about, 

it co·~ld be only .t;.prough the _channels of a public sector 

enterprise which-was imbued with a high sense of its 

social- obligations aJ:ld. that if these factors lvere to be 

taclded, it __ could be only through such an agency. The 

Corporation,. therefor·a. cannot justify i::s inertia 

an.i indiff:e.ren~e to i~skital task.bf sprea.:l:i.ng ufe 

insurance to the hitherto neglected rural areas by 
.. 

merely·:citing the .. factors responsible for limiting 

the scope of life insurance in tha rural sector and take 

the business as .. :it comes ~-ithout actively adopting ways 

and means to combat.the limiting factors. 

. .•..• 33. 
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We wo:1ld, however, like .to make the follow_ing 

observations on the factors cited· by the Corporation:-

UJ :Life Ins·lrance is a basic· socihl necessity 

both for rural and urban ho,lseholds- and 

sho1ld rank next only to food, clothing.and 

shelter. 

(ii) In every pt:ogressivs co,.mtry it is the 

responsibility of the life ins1rance industry 

to p~omote habit of thrift ~ selling 

life insurance the hard way and thus provide 

security to the. family ·in the event· of death 
.. 

of the bread-"inner. The Cor>oration, 

\'Then it was created, vTa.S not expected to be 

j'lSt ·an idle spectator to the· socio-'economil.: 

changes takin~ place in the country. It was 

expected to exert its best to be in the van

guard of institutions prom6tin~ habit of thrift 

and savin3s in the country. In the ~revailing 

socio-economic conditions, the primary · 

responsibility for fostering the growth of 

life insurance business- necessi:lrily rests. with 

the Corporation itself. 

liii) A f9.rmer leaves on his deatn means 0:1:. 

livelihood to the family in the form of lgnd 
..•.. 34. 
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and o~her_agricultural implements no 

doubt. Nevertheless, availability of insurance 

money-on t~e death pf a farmer would enable 

the family to make U'? for the loss of 

services of the bread-winner. After all, a 

farmer is- a self-employed person and the need 

. for, insurance in his case is all the more necass.:1 

~iv) Existence or ~ther~ise of the joint family 

system isln.o bar to successf-.;1 development of 

life ins~_rance since t;he need for life 

ins~rance even for members of a joint family 

_is as great as for any other person. Moreover, 

the joint .faJ!lilY system is rapidly disintegrating 

lv) .It is true _that :the agricultural incomes are 

subjl\lct-·to wide fluctuations. , It is, therefore, 

all the:moTe.necessary fo~ the C~rporati~n 

to devise some special schemes .to suit the 

needs of. the . agriculturists to enable 

them.to effect planned savings for future 

contingencies. 

lvii .l?r.efe~nce ·for investment in physical assets 

to financial assets is fllso a matter of 

h,abit _which can be cJJc..i:lged by "hard _selling'' 

and by impressing upon the agricult_urists 
••.•. 35. 
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tviii/ 

the ·advantages of life· ins'lrance • .\!_;ain, 

·2.ven if the farmer W'ishes. to put· his savings 

in land and ,hysical assets, ·he can do so 

only by b•..iilding ·1p his savings from ·year to 

year and there cannot be -a better method than 

life ins·~rance ·to help hii:n in compulsory 

savinPs besides coverino the ris~· of-death. 
~ 0 

As a matter of· fact, liquidity ·is' an 
integral part· of life insurance provided tl1.9 

policyholders can obtain a loan· on the 'Policy 

or surrender value of the policy sl'aedily. 

The fact thae a large proportion of ·rural 

households do not make ·any savings can be 

partly attributed to the failure on-the par.t 

of the Corooration in educating-the population 

about the advantages of life insurance and selling 

it to them the hard way. The role of life 

insurance cannot be marely· to share in the 

common pool of available-savings. Inasmuch 

as life insurance is the only mode:of 

saving which offers family protection in 

case of death, it has a definite edge ov;:;r 

other forms of·savings. therefore;. it is in 

an advantage'mis position of inc·~lcating the 

habit of savings and thrift evan where there 
Has none be fore • • ..•... 36 . 
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3.1.26. dhile tha Conoration has listed different 

characteristics speci~l to the rural population, it d~s 

not consider it nacessa.ry to ma~ any-adj'.lStment in its 

machinery for canvassing business in the rural ureas and 

in the existing facilities provided by it for rur~l 

r>Olicyholders. and prospects, such as provision of better 

faciliti.:s for collection of pr.:miums ~ spacial training of 

its agents for canvassing businass bearing in min~ s1ecial 

rural characteristic~, incentives to agents to procure 

maxinum b•.1siness in rural ar?as,etc. · The maxiimlm 

relaxations th~ Cornoration rus found ·necessary to meet 
' . 

the special charac.teristics and requirements of the 

rural side are the introduction of non-medical s·chemes 

and giying of copcessions for renewal_of policies in 

times of droughts and floods·. These do not constitute 

all'J sp:.2cial concessions to tha rural oopulation as 

similar concessions are available in the urban areas also. 

Insurance far 3.1.27. 
the masses. 

The type of life insurance offer<!d by th~ 

Corporation is based on the pattern qf lif~ ·insuranc~ 

in the industrialised West where a majority of th-:a 

population has regular incomes. Th~ Corporation has not 

evolved any sp'=cial scheme to suit the needs of the 

rural masses. In this connection we re~roduce the 

views of the l.iational Federatton of Ins·.1rance ~·ield 

•..... 37. 



vlorkers of India communicated to the .1orking Gro·lp in 

th::dr .i.?.morandum:-

•'ibsses live in ::.m:-:~1 India ilOd ~\Ur:il India lives 

on lund tagricu~ ture _., ~ How will ig~uran~a _ ~o1te. ~'1e [r"'csscs? :;c'tuar~es ana InsurajfC2 ..• J.part .. vl'rfi .ua . 
to take U? th~ chall~nge of f~nd~ng ~ut met.ous 

and proc;?.dures of ta'dn8 insurance volley within 

thz reach of the ?oorest of th2 poor. The rich 

only sl1ould not b2 r .:!ached by insurance, if 
BocL:lism or .-o:::ialistic .;)s.ttern and all th<>t tal'~ 

h-'lS any meaning· 1
• 

::.ince go,. of our ".>0'1'Jlation lives in villages 

11here i!.lcOJreS are intermittent, it was i~erative for the 

Cor""oration to' evolve a S'l)ecial type 'of life ins 1rance 

ryolicy to cat2r to their s· • .,ecial ~eds ?<lrticularly from 

the point of view of pr~mium ~ayroents. 

:.::_.~~ _conce;:.tion of such a nolicy '.1bJc:l. we 

re:·. '":1'1le nd for adoption by the Cor::>orat io "'l 

wi ·. \ firstly include a system of colhcting a 

£~lit ot t~w/three yei::lrs' Term Ins 1rance 

-or:!mium along with the ~'irst "?remi•.ll!J for every 

nolicy so that if the oremi~us fall in arrears 

for two/three years, the nolicyholder will 

contirr.1e to enjoy the life ins'Jrance cover for 

thz full sum ass1.1red l'\nd reinstatem~nt of the 

noli.cy ':Till not involv~ any CQlll!llications like 

medical examim.tion b•1t o~y simola r.:covery of 

arrears of ... ,retuium '<Titb interest. :;>ucb a 

~tern vrill help to !c~eTl the ')olicy alive when· 

the life insured i~ ~nable to nay the 2~emi~_ 
in ti.me b~ca~se of late crop realisations or beca•.1se 

.••.••• 33 •. 



;'ised for·· 
l.:oilectron 

..J8. 

of inabil'ity .to nay the= p_Eerf!i:.l.."ll d•1e to fail u·e 

of crQDs. Secondly_~ _ the_ ':l<:ll~::::_y_ s,1.nhl ba s~ 
:iesignecl. as to- c-er'tii t th'e coJ.;:.ection of o.s 

m~ny -..,lfe-rn:hims as .;ossibl-a at oi-i intervals anJ 

to allow int-.:rest on ds-oosits at an attractiv.a 

rate_ of interest. Thirdly, tl1e ..,olicy r.:;:.1s· ... 

have built~~ :i~ ~dvant-iges ~ ~a--rt:i.c·1i.. .. rly for t:-1-~ 
farmer, s~ch .. as-.b~~rowinif facilities for T)ro

d"Jctiv~ ;.~~;oses e2iivalent" t·::·Lri' times his 
• - -- - .• ~- - . ~- ·- ----. -~ - .• - . , •. '"T 

~deposits -l..'n~ having defined values; ~lith 
s~litable c~~c,;rity;;·,--su:cii a· facility will act'· a~ 
a 'big ipc~;;tive-_for"this.:S~ctfo:; Of the COI!lT!l'lnity 
to :>lace --~s- high a··aaT>o~it- as possible with the 

Corporation. 

Collecti:>n of renewal premLuiLs ·from the 

or ..,r~mi•lms agric:ultural sector of tha ·p_ontilation ~-tho have intermittent 
at th~ door. 

1.ncomes as also other ?r.:ssing demands on 'th:dr ·meagre. inco!Tl( 

req•.lires almost the same Jegree of intensive efforts· 

and hard wod: as selling of life :l::n.Suri:1.11ce itself :and 

.coll_ection of_ tl'l-.: first- ~re'llltun. '·It :l.s, therefore:; 

~ssentlal that the Cor?oraticin- should make .arrangamants: 

for cqllcctf~~ of pre.m:b,jg at ·th~ door of the. ins'i.ired at 

intermittent intervals when the policyholder is in funds. 

The Corr.'lorat-i on has no such machiooi"Y at ·present and has 

auth;:,rised only seven Ag~nts'"th.rough.out -:';he cOl.lntry. in 

both. urban and rural areas to ·collect th:z ·premiums .. 

?•.1rther? . the __ COZ'T.'oration is_ of the opi-nion that a•.1thorising 

and permitting the Agents to collect ~r:aridumS. in the r.1ral ..... ..)~ . 



areas is neither nr~cessa-ry. r).?r desirable. l"he _Cor-ol·at·l.on 

~s, however, made arr.;_nge'llents . for .. collection of ?r~rui·.1ms 

through Co-O!)erative :3anks, where·possible, _and through 

some selected .:)ost Offices. 

The Cor1orat ioo' s an?roach to the basic problem 

of a really efficient ?remium collect.;.9n machinery 
especii:ll 1.y ror rural areas .is wroncs. ,,e recom''lend 
that"for conservation of r~ral business and Proper 
servicin~ premi'.lthS sho:.ild ·be collected at the 
door of the- rural·'policyholders at intermittent 
intervals as and '<then. agricultural · inc ones ar:!! 
available;-· 

The <.:or9oration has apoarently not developed an ~ck of .':i . 
· . .-~.gency Fot:2e 

Agency force ~ntr•.1sted with the rest'onsibility of· develoo- in »ura:r-
Areas. 

ing intensively am exclusive.ly particular rural areas. One:. 

of tha m:thods adopted by the Cot't'oration for developing 

the business in rural areas is what is known as .isectorwise f 

planning .. The areas are divided into compact gro,l-pS an;:l 

ona or two agents are .~iven the res?onsibility of developing 

intensively !)ne s·1ch coffi?act grO'.l·?. This -is a.,narent1.y 

a pa?er !'lan.only slnce the Gor-or-1tion has als:> state·d 

that an Agent can work. any\~here in India and ti· .;t it. 

-:-\oes not collect stat,istics regarding the avel :-.ge 

. ('llantum "of business r.lrocured by an ;~ent in tl:.: rural . . . 

If the agent is at the same .time free to wor~ ... nywnere in 

the country, it is but nat'.lral tbdt he will not be-
- •. · .. 4v. 
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int;~rest,.:!d in .,utting in int.ansiva effo.:t Lt th<! :L•lral a.:rea 

which is exclusively allotted to him for ~evelopn~nt of 

b•.1siness. He .vill rather prefer to procure easy business 

from anyw!1ere in th:a co·mtry to th(~ neglect of his allotted 

rural area .• 

It would be. noted from tha above that tha Corpo-

ration's record of propagation of the ~ssage of life insurar.: 

in rural sector is dismal as more than ~uk o: the rural 

households ara still. 1d thout insurance cover. '.ia are of 

the view that at least :Sv,o of the r:Jral huuseh.:>lds' :l. .e. 

ab011t 2 .... CL"ores hsJ.seholds ;)Ut of 8 croros sho tld have 

been given life ins•.1rance protacti')n within the first lv 

years of the Cor...,orati on's .::.::istence. .Jince tb : . . .:rage 

s·.1m cl.Ssured ')er "olicy issued by the Cor:..,Ord.ti-:>n is 

~s.5,45o an(l -the savings potential of the rural sector 

h ... s increased consicerably. it sho·.lld have been 

quite-feasible for the Cor1:1oration to have given a 

oolicy of average S'.lm assure~ of %.5,0uu to 2.4 crores 

r.1ral households. ;)n this basis the rural b•.1siness sho•.1ld 

have been to the tune of Ps.l4, 4YV_ crores. The reasons 

for the Corr:oorat~.on's faib.1re in devzloping rural business 

are disc,lssed by us in subse0"'.l:mt ~actions/Cha?ters. 

Sales 3. · • 32. Tha Cornoration has pointad out th.:1t om of tM 
Lirganisat :I. on. 

limiting factors in the expansion of life. ins,.lrance business 

in this country is the diffic-.1lty experianced in incr::asinr:; 
•..•• 41 • 



tha efficiency and effectiveness of the .'lgency l!'o1·cs whic:il 

arises mainly from th~ fact that y :mngman \-Ti t~'l thz nec~ssary 

a·nti tude and calibre ara unwilling to take up lif.a 

insurance !gzncy as career. Tha Cor:Joration also feels 

thlt it ao?ears unlikely that in the immediate future an 

:.3~ncy force 1vith the capacity to cope with th2 VC!lurna 

of b•1siness of thG magnitude 1vhich wo1ld give an annual 

increase in the Hfe· fund of the order of ~s.l,vuv crores 

c:>•.1ld b-~ b•1ilt U"!l. This is indaed a co,Jnsel of despair. 

Tha d•=ficiency in the .\gency Force tocJSt be made g:>od. So 

far the Cor'(loration has had no systematic plan. to b:Jild '.lP 

th·a profession of Ins,Jrance !~:ants and has v1orked on th~ 

basis of casual ~·13encies and beriami \genci.~s r.alated to 

rich prosp2cts, which is the big3cst deterro2nt to the., 

develo~rnent of the nrofession of Agents. There sh~.1ld be no 

insurmoun!:c.o.ble difficulty in the Corporation's Age•:.ci~s to 

ba made lucrative yielding an indep:mdent incoma of rys.S,vvv 

to ~.7,0Uu annually in about 3 years' tima in the urban 

areas and Ps.2,vvv to ~s.3,0\!v in the mofussil. Th:;; most 

imnort&nt ne2d will be to make these Agents exclusively 

res?onsible for a Dlock of familias. _;gents of higher 

calibre sho·.tld be abl.a to earn mor.-:a than the minimum sp.a

cified. The sal~s organisation is disc:Jss~d by •.ts in 

datail in Charyter VI. 



..:''inal Con
clusion -
~ornbrat 1 on 
aas fail:ad. 

3. 1. 33. "'h"' vexy fact thc..t the Cor ... oration has not be~n 

able to r8ach mora than 15~ of the urban householJs an1 

l.6k of the rural ho~seholds makes it ab~dantly clear 

that it has not S'..lccaeded in its mission of ·'spreading 

the .massage of life ins'~rance as far and as \'lide as ?Ossible 

r-=aching out beyond tha more advanced ur1hrul areas W'<all 

into the hitherto naglected namely rural iirea.s." 

At the tim.: of pa8saga of tha Life Ins·1rance 

Corporation. ::Jill, 1~55 tho th:=n Finance tlinist•:=r ::;tatad 

:•It ha·s lb:een claimed on b.-ahalf of privata ~;nterprise 

th<1t it was confident of increasing· the! total 

life b'lSiness in force from a little ov~r '!s.l,20v 

crores to Ps.8, vvv crores and th.a :o~r cani ta ins·lrance 

from 115.25 to ~s.zuu per head in the co·~rse of the next 

10 years. ffnile I have very little doubt that the 

nationalised life ins·~rance will be able not only to 

achieva it but excead it, •.•.•. ~· ... ·• · 

3 .1. 35. 'Sv3n aftel? 11 years t~e Corporation's life 
business in force on. 31.'3.57 was only ~~.;,, 735 c.coras and 

par can ita ins1rance only f!s, ~5. T~~refor<:, thera is no wonde;.: 

t;hat th:: Depo1ty Prima ~linister, ::.hri i:lorarji •.Jesai, while 
addressing th~ D.;lhi Ins·~rance Institute as recently as ~th 
Oct. ,1~.57, statad th;.:1t nationalised life insuranc3 had failec 

to fulfil th<: hopes thi:! Govarn.'!lent had c:'l..:!rishcd at the tilll2 

of nationalisation. ilia are of th::l view that if O'.lr recommand< 

tions ar~ imph •Jentzd it will enable the Corporation to fulf: 

th=.:s(: hop-es in the shortest possible ti~. 
• ..... 43. 
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3vuU-7S% 
sovu .. l4S~s 

No.of 

holds 
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J 
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sum ?o~er·:· 
par ;: r ~;; riLcYrtf' 

"\ 
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32.4 
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ed 
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Rs.l4,4vu 
crores. 
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The obj.active of our planr;.ed· nat,ional endeavo·.1r 

highe~ standards of living. 'i'h<: dimensions of the problem 

can be gauged by comparing the levGls of per capita income 

pr;;:vailing in our c 0 1Jntry with ·those abroad. For example, · 

th:; P.er ca-::>ita incolll2 in O•.lr country which ~vas ;>laced at 

~.~21 per anm~ in 1~64-65 is v~ry insignificant as 

comoar.zd to that of J .~ ..... an.:! J .K. at '!5.12, 811 and 

Pt;.o, 503 respecti•J,2ly. ":v.:n amongst th-e dev.:loping countries 

Ceylon and :Sgypt \.J •.. ~.R.Jll~ol; hava hi3h-2r ?er ca?ita 

incomes of 'Rs.5~~ an:i ~s. 765 respectiv.aly than that of India. 

3.:2.2. It is, th:2r2fore, of ?aramo~.Jnt importanc2 to 

accelerat·2 th:.; rate of gro·wth of the economy through 

olanned investment outlays. .How to mobilis.: ma.x'imum 

dorrestic resourc . .:s for the 'i'Ur;>ose is the cr..J.X of the 

problem. It is rightly said that savings are the prime 

mover of economic devdloprocnt of a co•Jntry. Effective 

mobilisation of savings by widening and deepening all 

,ossible channels can substantially step up the rate 

of canital formation in the country and lead· to higher 

lev~ls of national income. This; in turn, l'Tould lead to 

. ••••• '1-5 
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a still high2r rate of savings to ba nlough'"'d back intJ 

industry and agriculture produc ing thereby Illdssiv,;; capital 

resources needed for the successf".ll imnlcm2nta.tion of our 

nlanned programmes. 

3.2.3. ~inc~ life ins:lranc:= fulfils the dual role of 

family protection and promotion of savings it can be made 

th~ most .effective instrument for mobilisation of savings 

of tha people. Lif::= Insu1.·ancz has, there forr.! , to pL.iy ar1 

increasingly predominant role in mop-;:> ing up savings of the 

people for a ple.nned d:!v~lopment of O!.lr economy. This can 

hap~en only if a dynamic, efficient and economic lif~ 

ins:1rance organisation is built up. Such an organisation 

alone can make people at larg.;a fully consciO'lS of the · 

... 

Lif,2 ins".lrance 
most effective· 
instrument--ror 
mob~l~sation OJ 
SaVings. 

ban2fits of life ins•nance t-Ji1ich gives th2m a sens-a of 

economic security and compels them to save for the rainy day. 

3.2.4. No doubt, in a predominantly agricult'.lral co•.mtry 

lik:; O'J.rs where more than 8lJio of th...: po'lJulatL:m lives · in 

rural areas, it is likely that a large proportion of the 

households invest their savings in physical assets rathcar 

than in financial assz ts. l-lowever, vlith the grm,lth of rural 

w2alth and th'3 increasing literacy in r e c.::!nt years there 

should naturally be a · br~tter a"? reciation of the vahw of 

life insu'i'ance by tha general public. 

" ' ..•• 46. 
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3.2.5. The life ins·1rance b.1siness ·vla 5 nat ional i sed i .LJ. 

1 S-56, with t he o-bject of effective mob:l.l i si::'.i.t :ton ot p".lblic 

savi. n~s for financing th~ ~Jat ional :' lans . T.!1~ !!'inane ~ 

~linist~r stated then~ 

'i'J:'h::: natio~1.ali.::~ation of lif~ ins 1rance -.;;ill be 
anoth•·~r milestone on the r oac1 t h :: c~'.lntry ha s 
c hos e n i n ::>rcier t-:> r -=:;;.c !1 its <:Jocll o£ a socialist ic 
-oat te r n of soc i ·: ty. In the i •·nl·'-l:.n<:ntett ion of 
the Se cond ~'iv•.'! Y;a r- ~ lc~.n, i t is bo 1nd t o ; iva 
I'.tat·?.rial assi.st:::.nc~. Into th{~ liv-es of millions 

. in ·· t he rura l ar.~as it ·\.;il l lntroduce a nev7 s a nse 
of a.~vari!ness of bu i L i i ng for t ha futur.n in t he 
ST.' ir it of calm confidence 1vhich i nsllr ance ulone 
can,give. It is a measure conceived in a genuine 
s~irit of s~rvic~ to t he peo~le. I t will be for 
t h.: Pf~ople to r -;snond , confo;,Jnd t he d o1bters and 
make it a resoundin_~ success. ·• 

3.2.5. ~:ho Cor :,~ora.tion' s achiaveme nts in t he d irect i :m 

of mobilisation of savi.ngs and its contrib'ltion to t :1e 

CO'.lntry' s m~ds for long-term cary ital for economic dev·2lop.:.. 

n1e nt can be measur2ci. by the accretions to th-2 Life F'.lnd . 

During th:.:: last five ye ars the accreti:ms t o t h.: Lif.: i!'und 

have b-..:! e n as un;:l:Cr : 

1S62/53 ~1.'5 months) 

1~53/54 
1S&4/65 
11:;55/Go 
1 95:5/6 7 

Yearly average: ~.S4 crores. 

1..11<;. in c .:·o re s.1 
SS .tl (corresponding 

annual fig·.1re 
"s . 7 1 c rore s J • 

87.66 
S3.25 
73.~5 

146.34k 

~I :~clu:l2s rs.ll.6" cror.c s on accou nt of 
devaluation ad justment. 

. .. ... 47. 



Th<J Life li'.md increased from r.s.S::H .5S cro:res 

as on 31st ·~:!camber 1>61 t::> rs.ll23. !:>v cror2s ii<S .;.,n 

31st i:·:arch l!:-~7, re~>isterin£: .:.n increas2 of 77 .S5/o. 
' ~ ~ 

47. 

3.2. 7. Growth of life insurance funi anJ the groi:th 

in other media of sayin•s dlrin.,. t!:J.is ryeriod wc:re as 
.~ '-.;.1 

·.1nder • -

'{ear 

1!:.52-63 
1%3-54 
1!:.64-65 
1955-55 
1966-67 
Average 
Increase. 

L. I .c. 
Life :ii'•.1nd 
.!\l'!lt • Inc r2-

es.e. 

721 8S.* 
8U3 87 
~02 S4 
>78 76 

1124 145 ~tic 

S4 
"kPor 15 montb.s • 

..imall ::iavings 

.:1ffit .--lncrease. 

llL~'+ 75 
1271 127 
uss 128 
155v 151 
1613 ~3 

115 

I. ~;. in CJ:'Ol:-25 ) 

~avings Deo~ 
Con;roercic;l JanY...s 
.-llllt. Increc.se 

3S3 5~ 
477 84 
57S lv2 
716 137 
836 12v 

lUu 

•~*:s.l2 crores due to devaluation-adjustment. 
So·.1rce: Reserve Bank of Io:lia :l'.llletins. 

Cornnarison ~! 
other meO.ia 
savines. 

It will be observed that while the ~mall ~avings 
. . 

and Commercial Bam<s ~avines ~e~osit registered an_average 

ann1al increase of ~s~llS crores and l's.lVv c1:ores resryectively, 
. . ' . 

th:: life fund had the smallest annucll incr~ase of ~s.S4 crores 

only during this period. vie may, ho;,ev::r, mznti~n th"'t 

life insurance is not only a savings mzdium but also 

orovides for family security and has, therefore, a definite 

edge over other savings. mzdia. In trlis context the ,.:r

formance of the tor?Oration in mobilisation of ?Ublic 
llavings ~-~-vis other m:dia of savings a!)::-ears 

•••.• 48. 
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evan mora disa.7'C~Ointing. 

3.2.8. In the followin~ table we give the growth in 

natLmal income, domestic savings, \'remium income anJ. 

life business from l~Su-61 to 1~6j-67 :-

1. National 
Incop1e. 

2. Domestic 
~avi~s. 

3. Premium 
income. 

4. Business 
in force. 

lSSv-61 . 1965-65 lSS.J-67 

\~.crores; l.~.crores,l~.crores,. 

14,vuu - 21,054 24,157 
\.at c1~rrent\.C .s .o., \.C.::..o. 
price; figures -

a.t current 
prices;. 

l,lSO .... 2, 212 
\.8 .5 t.. of Uu. Sto 
\.1)) of l1)J 

180 

2, 738 4,3~4 
\Calendar 
year lSSl) 

2,535 
llU.Sio of 
(1)). 

1~7 

4,736 

5. ?ercentage · 8.5 8.1 
of U; to 

7.8 

l2J. 
6 • :.?e rce ntage u • 7 2 

of 1..3) to 
Uj 

7. ?ercentage 1S.56 
of 1..4/ to 
lU 

v.85 

20.86 

~ Prorata. 

0.82 

1~.61 

Increase or 
decrease 
betv1een 196u-61 
and 1~66-67 
\:t-; or 1.-) 

I" 72.5/o 

rl13t.. 

- v.7 

.... 0.10 

'r" u.o5 

It :1>lill be observed from the above that \'rhile the 

national tncome and domestic savings increased by 72.5% and 
. .. 

113/o respectively during this period, the prem:".um income 

•..•• 4S: 
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an~ the bus i.ness in force of th·-"Cor.):>rat ton increased by 

~3/o and 73/o only. It is, therefore, evident that tile 

develo-,tll2nt of 1 ife ins 1rance has not l<ept T)ace with tha 

increased national income and domestic savings. In fact, 

the p~~centag~ of ryremium inco~ to Jomestic savings decreasec 

from 8.5/o in l~Sv-.S1.to 7.1H in l~.SS-67. Therefore, the 

conclusion is obvious. that life ins•.1ranc.: is not being 

d·~velooed intensively by the Corporation. 

3.2.S. 0 :.:.ince. the Corooration is· a mono..,olistic ·md.er-, -

takine t:'lere is no real yardstick -available t:J u~ for 

judgin3 its pGrformance except by comparing the growth of 

.the Corporation's life fund with that of life compani<!S in 

:J.K. and J.~ ...... 

In the followin~ tables we compare the amoant as 

well as the increase in -

\.11 life ins•Jranc.a· fund, 

~21 ausiness inForce, and 
~3J ~remium Income, 

in India with those in U.:< .• and u.~ .. ~ • 
.Lb'E IrTSU.t<...:..HC~; .1!\JNJ;;; ~r.s. in crores1 

$ = '";,* 0 75 
.... I.e. J. K. •· ,.. ">.13,.1/ 3 

J-~=:~. 
Year*·~ 

1%2 
1~63 
1S64 
1S65 
1S.66 

Ariit. Increase 

721 
808 
902 
~78 

ll'l4 

89* 
87 
~4 
76 

146 

Amt. Increase 
<~wt. IncreGBe 

8,~61 
9,871 

10,888 
11, S03 
12,8CS 

910 
l,u17 
1,015 

ss.s 

-- -63,318 
67,023 
7l,vl3 
75,478 
7S,325 

3,705 
3,SSO 
4,465 
3,847 ·----.... sv. 

~~ri~on_ 
w1 t•1. J. :.. an 
·J • .J.\.. 
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*~year ~nding is 31st Decemb~r except [or ~IC. LIC's y~~~ 
ends on 31st March of the fo1lowl:tg ye~r. Therefore, 
1~52 indicat~s the y~ar 1~52-53 for LIC an~ so on. 

* l''or 15 months . 

!:lource! Life Insurance E'act ::;ook and The :..ife 
l)ffices Association. 

ORD INiu:tY, Ii'!DU.JT.&I:..L AND __ ::;rtuJ.? \.!ls. in crores 1 

I. !.I!\:: i:iU::. !a:":.:;~ I~~ l<'O.<~:i: ~- - Ps. 4. 7 5 
-.:. -= rs .l.:J-1/ 3. 

Y:ar-xk J.S.l.. i.J.K. L. I.C. 
Amt. Increase. Amt. ~~aase Amt. Increase 

1952 321,i.Ji.JO 23,55~ 3,165 427 \15 
1~63 ~47,UOu 26,000 25,~6u 2,401 3,571 406 month. 
1~64 379,uuo 32,uuu 2~,653 3,693 3,878 3U7 
1%5 428, ouu 4S,uuu 32,960 3,307 4,3~4 516 
1So6 468,lll!U 4v,Ov0· 37. 08l.i 4,120 4, 736 342 

Jr·k Year ending' is 31st Dece,nber except for LIC. LIC 1 s 
year ends on 31st llarch of th:: follmving year. Thera
fore, 1S62 indicates the year 1962-63 for LIC, and so o 

Source: Life Insurance Fact Book 1967 and- Life 

,Year 

1%2 

1963 
1S64 
1~65 
1S65 

*k 

Assurance in the Jnited Kingdom 1~62-65. 

Oi?.D INAJ:\.Y, IN".LlJ,jT.fd,;li. .:ill.J G~WJ..? 
LIFS _ IN.:.J~\":.1.-fCE i '-'-~~i,liUM INCOi::l!,i;. 1.::-,. in crores j 

.. = Rs.4,75 

.z = 11s .13-1/ 3. 

U.S.Comnanies J. ~~- L. r.c. 
Amt. Increase. !.IIIlt. Incr(l- ,_,Jilt. Increase --.... ase. 

0 .~81 1,108 151 38U5 
months~ 

·7 ,Sv3 - 622 1,243 135 147 27* 
8,0S4 4Sl. 1,344 lu1 
lil,713 6!'9'- 1,348 4 
9 298 585 1,456 108 
' ' 

162 15 
180 18 
197 17 

k On the ass.tror>ti6n- of rs.12u crores for 12 months' endins 
f'larch 1963. ** YEiar ending is 31st !)ecember exceDt for· Ll;C:· l.!C 1 s year 

........ 51 . 
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ends on ;;,1st >iarch of tho follm·:in", y,·:a:::. :~;1erefore, 
1~62 indicates the year 1So2-o3 for LIC an~ s~ on. 

:;; :)•.1rce: !.ife In:. lrance I!' act Doo1c 1S57 an;i ·.i.ife ·.ssurance 
in' the united -Kingdom lSo:l-55. . 

~·rom the above it id ctear that the groi>'th of 

life ins·lranc~ in India bears no cOI!l:).,.rison with U .;;, •. '~. 

an~. iJ.r.. The disparity ass'J.m3S more s~rio·;ls :noportions 

whan we ta:<:e into acco'.1nt th~ vast unta·:Jred. ))Ot.antial 

in the country which i.as been r=f.arred to by us already 

in 5ect1.on I. 

It would also be interesting to compare the 

increase in Life l~d of the Cor~or~tio~ with that of 

the two connarabl.; leading individual ins lrers· in J.K. 

A comparative table is, ti:1erafore, ,;iv.:n belo"\·7 .-
\.~s.in crores,. 

Year 
L. I .c-: - -~· -:.:..__.:.egal _;~:;eneral ir .dent fal 

end Lifa Increase. Life Increase. i...H·~ Increase. 
i•:n-1. .L''>~n'{. ~----. 

H57 4lu 3S7 522 
1s5a 448 38 443 46 572 5U 
lSSS 45>5 47 4S2 49 634 62 
1 S6v 55v 65 550 5s- 70v 6.> 
1S61 632 7/. Sll 61 775 75 
1~'62 721 8S* 672 61 84S 74 
1%3 808 87 75v 78 ~3S C:,i,j 

1SS4 soz S4 83«:> B9 104\J 101 
1So5 ~7(. 76 S.24 85 1150 110 
1~6S 1124 145 lOUS 84 1260 110 

: Increase for 15 months. J £ = !?s.13-l/3. 
:UYear ending is 31st r;ecember except for !.IC since 1S.6l. 

The LIC 1s year ends on 31st ;larch of the follo\dng yaar. 
Therefor3, 1~6:.! indicatas the year 1S6Z-o3 for !..IC, 
and so on. · 

•.••. 52. 
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It ;;o·1lJ be observ::d from th·~·. above t~l·-'t the 

growth of Co:ruoratton's ~.He l''un"i chrin:, the last five 

years averaged ?s.~4 crores vis-~-vis f.s.8u c.cores an<~ 

lls. S7 crores res;J<:ctively of Legal '"" Gen~ral anJ ?rudantial 

which are working under cotn;letitive conditions in a 

co'lntry wh-are th:; ?O?'llation is already l'Iell ins 1red. 

3.z.u. ~=ur qu•astion to the Corporation whetb:r the 

life ins·1rance ,was being propagated intens.ively enough 

and what steps were proposed so as to build U!> I;ife l!'und 

at the rate of about %.l,Ovv crores par annum has bzen 

answered by it in an indirect and rather evasive manner. 

The Cor?oration has stated that to judge wheth~r the 

pace of growth of Life Ins·1rance in a country is satis

factory the following criteria have been used :-

UU 

Comparison between the growth of life 
insurance pr::mium income and life fund 
with the growth of national income and 
household sector's savings; 
Comparison betwe~n the growth oBlife 
ins~rance and that of other savings media; 

liii) Comparison lvith growth of life ins 1rance . 
in other countries. 

and 

;Je have already dealt with these. three criteria 

in the preceding paragra?hs and hava arrived at the con

clusion that the growth of life insurance in India has not 

kept pace with th~ rise in national inco~ and dom~stic 

savings. and growth of ot~er savinss media and bears no 
•..•••. 53. 
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comp.,.rison at all with th~ grovrth of life in5'.lrance in 

J.S.;.. and •J.K. Notwithstanlin3 this, the Cor_.,.orati:Q's 

s~lf-comtiacency is evident from its reoly -

:; .•.•••. tha rat~ of ;ro;·Tth of life ins·.1rance 
d•.1r.in~ recent years in this coantry can be 
con.o;ider~d as satisfactory. daving regard to . · 
the ~resent stags of develooment of the nation~l 
economy and the life insurance industry in thLS 
co•.mtry, th~ target of em ann1al increase in the 
liL:! fund of tht-:!. order of r;,l, uuv crores c~.ppears 
groAsly •Jnrealistic.•• · 

Similarly, in reply to o•.1r question - wh2thar the 

cost of life insJ.rance is high compared to other co·mtries 

and wheth~r the Co~oration agreed that this factor combined 

with ineffective sellin3 techni~.l~S c~.nd poor servicing is 

resuonsible for ti1e slow growth of life fund - the Corpora

tion has inter alia stated that it wo:1ld not be correct to 

compare the cost of life insurance in one co·.1ntry with that 

in anoth2r wi tho•1t ta~ing into acco11nt the effect of the· 

prevailing condittons. The Cornoration has arguad that in 

o':.lr co•1ntry the average sum assured is lower and agency. 

rem.1neration higher than in other countri~s, services rendered 

by the .':gents poor, care~r /.gents are few and interm=<iiari.es 

for supervision more. The vastness of the co•1ntry, too 

gen~ral low lavel of ~ducation and lack of ins1rance con-

sc iO'.lSne ss also add Ul,) to th11 inct·ease in the cost of 

so2rvic ins the policies in India. dare also, lrTithout 

answerifl8 the· queztion directly the Cornora.tion hc:~.s stat-::!d 



that while there was consici~rabl~ room for imrove~nt, it 

was not felt th.:;.t in the "':'revailing circu."llStances tha sellin: 

"techniques are entirely ineffective or that th~ servicine 

is very poor thus a:imittirtg by imnlication only that the -

selling technic,cies and servicing leave J"luch to be desir=d· 

The Cotryoration has in the. same strain hi~hlighted its · 

perform"nce by comparing the growth of life insurance 

business.in-·In.Ha·with that-in J,;j.".; and J.K. as under:-, 
l.{ate of growtl~ 2er ann'.lm compound: 

J. ::l • A. l!.:K:. INii IA 

Business ·in force. 
::'remium 
Life Fund 

lo 10 lo 

S.5 lU.~ l2.8llS55-57J 
6.G 3.7 ll.u\lS57-o7; 
5.4. . ~.D 11.5U~57-o7; 

ll956-65 period; U95<+-61 _period;. 
. . ~ 

3.2.13. vn the basis of the above coll1?arison which, we 

are afraid, we do not accept ~s valid as ·oercentage 

increases are apt to give a distorted '>icture of the 

growth of business inasmuch as the bases for these three 

czy~ntries are not comparable, the Cor?oration has concluded 
~· ~ ~ 

th'-lt the "growth of iife insurance business in India can be' 

regarded as not unsatisfactory• 1 • 
. . -

3.2.14. .The larger increas~s in U.S •. ':.; and J.~~. in 

life busines~ have. taken ?lac.e notwitpstanding the fact 

that th~ population is,, on the whole, well ins .!red and 

life ins uars have to compete with various competing 

•.. ~55. 
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av~nc.1~s off.;avings and investments. for e:{ample, ;_n J ·"' • -'~. 

ii 3.~ :)f the famil ics have at least one member of t~1e family 
. -

ins~red as azainst '+io to :;,. o;; the families inS'..lred in India. 

3.2.15. ~·r:)m the tW:) replies of the Cornora.tioa abo-..1t 

its perfo:cmanca C[.lc:ltaJ by us in t~1: prece::ling "aragranhs, 

we .are_ inclined to th~ . .nk th.;.t the Cor;>oration is not 

serious abo-ut propagati:>o of life ins,.1rance intensively 

in tho~ co·mtry. The very fact that tha Cor?oratio;:l has 

on its books bet\veen <i. and 5~o only of the l1o.1Seholds in 

the country is ~roof ?OSitive of the Cor~oration's 

indifferent attitude. It is, therefore, no wonder 

that th:! Co::=~oration has not even cared to indicate t~1:: 

st::~s ~ro~osed to build up life fund at the rate of abo~t 
. . 

r.s.l,Ovu crores p.::r annum an-:i has simply brushed aside the 

questi-:>n by stating that '1an annual i.ncrcase in the life 

f Jncl of the ord·~r of 9s.l, Ui..v crores ary·~ears ·grossly 

mrealistic·'. In ::;action I we have already cealt ·with 

th~ :..otantial for life insurance in t~1e countl."}' .::..nd 

have arrived at the conclusion that in vie;.r of the 

vast untappad ?Otential ready to be harvested, th~ 

Cor,)orati.:>n coJ.ld have achiev-2~ a total "ousinsss in 

force of more than "'s.2.:l,uuu cror~s and an ann.1al -premium 

income 'of about ts.l,Ouu crores. we are of the view 

that th:a Corporation's manag~11ent lacks ima3ination and 
...•. 56. 
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' kole of life 
insurance in 
~eneratim; 
abit of 

thrift ani 
savJ.ngs. 

dyru.mism necessary for th: grovlth of li;;z b:lSin<:!ss in . 
cons~nance ;;qith the n-.:e::ls of the indi.vi.luals for family 

protectiQn. and of the country .for niobilisation of :1tl)l:!.c · 

savings for-develoPment p~~oses. 

In O'.lr vie1<1 a dynamic Life Insurance organi!>a-

tion should generate the habit of thrift and savings 

even amongst the poorest sections of the ..iociety and 

should not depend on its share of the national p9ol 

of savings ~enerated in the natural co·.1rsa by the 

co~~.lnity. It should be possible for the Corryoratipn 

with purposef·.1l endeavour to accel<!re:~te th-:! savings 

rate amongst both the 'lrba.n and rur;..l h:nseholds. Ths 

Corporation has argued that savin3s in U. ~.) ...... throush 

Life In:.nrance amount to about 25/o .of the ho·1sehold 

sector 1 s savings. This is not relevant tn so far as 

the conditions in India are concerned. In J • ..> •. .' •• 

the growth or Life Insurance has already climbed high 

levels and there are various alternitive COffi?eting 

methods of investing household sector 1 s savings whici.1 

are more profitable. On the other hand, in India, 

the life ins1rance coverage is between 4~ and 5/o of 

the families_ as against 83';i. in J • .,,"·•· and is for an 

average of less than·2~ months' income ?€r family as 

against· 23 months 1 disposabl2 income in U • .:. •• .;.. The 

need for thrift and saving is. tharefore ~ of paramount 
••••. 57 • 
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importance in Inc!ia and · ife insurance sh•Juld have ti1e 

highest priority in terms of savings after food, clothing 

an-! sh~lt~r. 

3. 2'.17. ~en in in~u£trially advanced countri~s, life 

ins~rance. plays the most significant role in mobilisation 

of people's savin'3s, s~oe1lying long-tzrm capital' to the 

national economy and accehrating th(o! processes of self

generation of gross national pro1~ct and savings. This 

is aP!'licable more so to less dev.:loped countrias like 

India wher3 tha need for ~roviding long-term ca,ital is 

of vital imnortance • 

.!e cpote the ii'inanca ,linister again~ 

· 1'!.'h~ nationalisation of life insurance is a 
further s'tep in tha direction of mora effective 
mobilisation of the ?eo?le's savings. It ·is 
a tr'.lism \ihich nevertheless can,1ot too often 
be re~aatad, that a nation's savings are th~ 
prim: mover of its economic dev_e_lopment. ·• 

Life insurance p~rforms a dual function by 

protectin~ the oolicyholder's dependents and at·the same 

time channelising the savings of the ueopl~ for ~roductive 

P'.lr:.-oses. Both in J. (. and J . .:;. ,. life ins'.lrance 

accounts for a large proryortion of national savines 

an.1 is in fact the larg~st single tr.edi;liD of regular 

thrift. The reo1son for this is tl1at it offers the 

policy}· olders an excellent return with un'Jaralleled 

...... 58. 



s.:curity. "Savings investad in life assurance ar~ 

£:ffectively imrr~~ne from market ris1cs. This is du~ 

to the oractice of SDreading invest'llents IVidely -

both for ~~ec nity' s sake anJ to obtain th~ maximum 

return. Tha resaltant s·c~r~l~ls, once estaolbbe::l, is 

distributed as bon:·~ses 't<Thic~1 can.-:ot be Hiti'ldra'lm. 

This :'rinci'ole of sr>r~ad wi.th. flexibility 1 gives the 

life offices co!ll"''J.ete freedom of manoa·'.lvre to modify 

th:ir investm~nt nolicies. In this lvay they can 

&ntici~ate major shifts in the economic climate which 

are ant to modify severely t~ ·ral·1e of, and '!'rosnects 

for, specif:i.c classes or security." \Life l~surance in 

the JnUed Kingdom -- 1!..51-lSSS,~ 

What Cor:ryora- 3.2.18. The .Corporatio~'s contribution to the 
tion sho,~ld 
contribute- to country 1 s needs of long-term capital has to be judged 
long-term 
ca·dtal. in the context of the family sec•.tri.ty and national 

needs. The ::iraft Fourth live· Year 2lan -:nvisaged a 

cal)ital O'ltlay of' more ·than "s.<;., vvv crores annually· 

A..ife Insurance b'lSimss. h"'s to m....'ke its 'Oroper contri-

b·.1tion to the develoymant plans as by its v·ary nature 

it is best suited to gather the small savings of the 

people. In fact, this is the o:lly mzthod of savin3 

which creates an immediate ca~ital for family protection . 

. • . • . 5 s. 



:.·he .,oor~r th2 fa nily. ti:le greater is t~1~ social and 

economic need for s•.1ch nrotecti.on. ::her8fore, ·even 

if the "er ca'>ita incom2 i.'l our co•.1ntry is lower 

than tl"ktt in other co·Jntries, there is imperative need 

t:> earmark. a part of it for life insurance. In thfs 

context, it wo·1ld 1)erhaos be relevant to quote from the 

Finance d·T nister' s srya.:ch in ths Lok ::.abha on the 2!:>-th 

F-:bruary HSS: 

' 1It is, therefore, clear that it is not the lo:i 
per ca;:dta incoma in India w~1ich can e:;:.:.,lain 
satisfactorily the comraratively poor ?rogress 
of ins·.1ranc-2 in this co.lntry. The reasona.'ole 
ex?lanation may be that the ins·lr:ince com?anies, 
by and larg-=, >rera governed by short-term con
siderations and conser;uently their activities 
v1ere confined to urban areas and t!1ere too 
perhar-s to limited categories of people·'. 

3.:2.1!:>. '~van in an advanced co•Jntry like J .::; •• -•• where 

long-term ca")ital is easily available from vario•1s other 

soilrces, life insurers ;,>rovide abo'.lt ~ ,. of the financ i.al 

ca,ital a1ded to th: nation's economy from all imrest'!Ent 

sources . . '.S comryared to this, the contrib~.ltion of the 

Cor'"'oration to the long-term ca,ital in the country can 

be only 3.5k of the an;'l'.lal ca';)ital outlay envisaged in 

the ~raft Fourth Five Year rlan. ~urely, as ~ointed out 

by us in ;;.ectio~1 1, on an averaga sum ass•Jred of r·s.2 ,'fUU 

ner family, the Corooration co~ld achieve a total business 

in force of the order of "s. 24, vvv c:;:-or,:s anj an an<1'-Ial 
••.•• 6 v. 



iieasons for 
Cor·::-oratl on 1 s 
faibtte to 
effectively 
mobilise 

~~vill?,S7 

Sv. 

:?r·a'lli.um incoms o.f "~.1, l.lvv crorcs. 

If the .:;or.,orati;m is abb to ac::lieve .:1n ann.1.c.<L 

premium income ofl's.l,vvvcroras, as i't s~'l?".lld, by 1~71 

its contrib•J.tLm to long·ter·n ca··:-ital sho'.lld be of tne 

order of .:tbo•.:tt ~s. 70u cror·as ann·.1ally .. ~'..1Ch ~ mass;J.ve 

CJntribution will act as a catalytic agent for ':' 

acceleratins the· .,ace of devalO;l!ll;nt arid generating 

nati.')nal income at a m·.1ch faster :?ace. This will sub

stant'lally ste? '.1).) the per cap'ita iacome which will, .. 

in t'.lrn, make availabla further savj ngs t~1rough life 

insurance. The contrib·.1tbn of the Cor'"~orC:i.tion to the 

national economy >'Till, therefore, r·ise in arithmetical 

progression and reach ·~"? to "~.1,5vv crores by about 

lS8v. 'The Corporation is th•.lS poised for more and more 

effective mobilisation of tha p~ople 1 s savings for 

economic develo:>mant of the c.:JUntry. 

The Corporation's failur~ to effectively 

mobilise ?Ublic savings is due mainl~7 to its failure in 

snreading the message. of ins·1rance thareby bringing 

under life insurance all insurable households in t.-e 

country for ade(;Uate amo•J.nts Wilich Wa have ar~ready 

disc'.lssed in Section 1. The other factors, which hav·a 

..... 61. 



contrib•.1ted to this are ~ 

1.1.~ Inade,:,uate sacurity to '1:llicyholders; 

t..2) -'oor and inefficient :;ervica to policyhotders; 

1.3; Inadequate ret•.1rn on life policies on acco•.1nt of 

~he Cor?oration' s investment 7>0licy; 

""'" ~igh ':Ire nium rates; an:-l 

1.5J :oor am', 'lnimaginative i'l.inagernent. 

These aspects will be discus:;ed by us in th~ 

S'lbsecJuent ~ecticns and Gha?ters V 01 VI. 
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:.'>ECTWN 3 - COWU:T£ 5ECJRITY TO EVER.Y ?OL:T:CYHOLDZ.?...:>. 
. ~ 

Need of com- 3.3.1. If Life Insurance is to constitute one of 
?f~te S3C'.lrity 
0£ life the ~rincioal media for tha mobilisation of national 
1ns·1rance 
.?ohcy. · savings., a life ins~.1rance policy m•.1st symbolise to t!"le 

Tests of com
plete 
5ecurity. 

inS'J.reds - both urban an.i rural - not only comnL~te 

sectJ.rity but also licruidity an1 stability of their - ' 
savings. ::be message of life insurance cannot be 

s~raad as wid~~y as desired ~nless people are confident 

th~t their savings are safe with the Cor;oration and . 

that thay or thdr families will get th; wo.ncy 1v:1..:n 

1ue or ea:rlier, if needed. If this confidenc.: is not 

generated peo-ple \iould przfer to keep thair savinzs 

in cash, ornalli·lts or tangible goods mrler their 

own control. 

3.3.2. Th.:. concept of comrylete s.ac•Jri ty to eY3'If 

'POlicyholder, howev..:r, is not. synonymo•.1s with the 

mere ability of th..: life office to pay the sum assured 

'.lndar the ?olicy. d'hile tha ability to pay tha sum 

assured is certainly a basic requiremant, there are 

other factors ''Thien are equally iDMortant to ensure .· 

corrrolete sec••.d. ty to the policyholder. These (ire :-

\.a) ard s~c.1rity of basic s.J.m assureG. and 
pro ·l)t s~ttleiliZnt of clait.lS on death .,.nd 
maturity. 

• •••.• 53. 
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l~de . ..,late and reasona-.:>le s•.1r:render val'lES and 
loans on· ,.Jlicies, with facility to o"utain 
th~m as c:~ickly as is the case wi~h a 
d<!nos i tor "~10 wi t~1draws his de?os 1 t fro:n 
his Bank accomt. 

Adernlate return ·~n the ··-,olicy thr01lgh 
attractive bo.rus:as com?arable with thc..t 
on any other media of savings. 

~rotection of savinss of the life ,olicy
i:J.old~rs.~ainst de·nreciating value .of 
c•1rrency, at least to the same extent 
as co1ld have baen .,ossible hd.d the life 
policyholder pursued a "(>r'.ldent j)Olicy 
of investmant. 

::.:rvic~ to ?olicyLolders at t~-. :i :r ci. ).Jr 
:in ti-1-~ c :>ni:e2tt of IL1cHan conditions. 

It is n~cessa1.·y to e:{amina how far th·.: 

corr•oration hc~.s s•1cceeded in meeting the above tests 

of c ~m,let·a secari ty. 

3.:.1.j. The Cor-:-o't'ation has accumt.llated a laz:ge 

am011nt in the Life 'li'und., and the ';ov.arrnr-..2nt has also 

guaranteed th~ ...,aym3nt .Jf the s•1ms assur~d and t:•e 

bon~1ses declar;d on t~1a Cor"'orat ton's nolicies 

under Section 37 of the Life Ins•1rance Cor-oration 

Act, HSS. Th~ ·,olicyholders may rest assured tl>at 

thdr money is safe and th::ir claims, if any, :Till 

02 ~aid by thz Cornoration. However, if th~ claims 

ar~ not pai~ promptly, th~ concept of co~lete 

s~c~city loses its meaning. This seems to bave 

...... -04. 
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com;')l.aints of de!ays in ·:.'aym~nt of cla.b1s. In t:1:= 

y:ar 15.:5.:-.:>7, there ware 2,68~ CO!il;1Ldnt.s to t!1e 

C:mtral C\ffica· &b:>llt rJ.elays in settler:r2nt ::J:.: claims. 

Io addition to this th.; : 0:1al an1 °iv~_sio.·:al ·J:Cfi.ces 

received another 2,665 complaints. In o~r country 

where thare is a higi1 !.'.ercentage of illiteracy, 

complaints ar: J?robably made by only a fraction o£ tl1e 

\):OO•)le lJI,10 have. real gro·.mds for colll?laint. Tile 

large n·..1mber oi persons act·1ally affected by the 

delays can, therefore, well be imagined. 

3.3.4. It is t:> be noted that the Co:;;")Olation h<lS 

been writing back clai:ns totalling Ps.5v lacs in the 

every year. It has written back 's.53 lacs in th:! year 

a:v-z 

lSSo-67. One may nat"!.lrally inr:uire what p·:!O;"Jle wo-..1ld 

thinl<:: of security offered by the Cor:'loration when t<1ey 

find that every year peo"[)le who had ins 1re..:l for amo·1nts 

totalling "s.3v lacs did not receive their claims. 

3.3.5. During the co•.1rse of ins')li!Ction of 

Jivisional 0ffices and Integ+ated !lead Office units, 

the Ins7ection 0fficers .of the Cor?oration take a 

·sam-.,le of claim cases c.ealt with in the six months 

preceding to ti1e date of ins;:>ection. 'Ih: Siirnple 

for each office consists of about 5v death claims 

• • .. • • O.l • 



an-:.'. L5 mat 1:::-ity cl&i.ms s 2 lected ~t :t<:.n.:i.on. T .• ·.lzin::: 

the y12ar t~ . .).)-67, th; sampl.:! selact:-:·:1. by t~1e 

Insryectaon Officers consisteu of 1,435 cuszs of 

death cla:f.mG e:m·.:·; 'Jl./ c .... s ·::!S of maturity claims in 

that 36/o. of th::! maturity cL.d.ms .:.re s.:ttled in t:i.tn2, 

'\<Thile the remainder too).< an av~r::..ge of ~.; 0.ays. .)'.lt of 

th~ death claims, only 3to 11ere ~~Ciid ;;ithin one month 

of tha intimation of deat~1 an1l for the remaining 

.).)• 

death claims the av.:rage p2riod '.vas 11;.~ days or- 343 Jays, 

de·.,ending -:>n l~hetmr th-2 claim needed investigatio~1 or not. 

3.3.~. The Sam':lle ~tudies made 'oy the Cor"'.oratio;:·, bring 

out the foll::>>Jins fc::.cts;-

i; t~1e ryolicy files ar.: incom~lete in r:..:sn ·~ct of 
age ?rO·:>f, nomi!"'.ation, assignm::nt ,etc . 

ii, simple forrnbliti~s like fillins u, o~ for~~ 
take inordinately l::>n; tim: to be comJleted. as 
thera is no servic,; to '!;)Olicyholc1e-rs at their 
door. 

iiiJ the administrative proced•..1r·~s ara cumberso'IIIC 
and the administration inefficient . 

..Ia are of the o·.•inion thut tl1ere s~101ld not be 

any difficulty in kee •.)ing the policy files compl~te in 

every res~ect. tie recotll111el"!:l that th~ delays c·a '..lS;:! d by the 

adm~nistrati~~rocedu~.~s sho·.1l-C! be elimiruted by making_ 
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the procedures simple and understandable and by provid:tnp 

maximum service to the policyholders personally at ti~ir 

door. 

3.3.7. The delays lue to_ the fact that claimants luve 

not proved their age witen tha ?Olicy was isS'.led, or had 

made no nominations, or have not completed the legal 

re.r;uiren:~ents,. only bring -out the fact that the .-~gent 

is not rendering th~ proper type of service. It als.:> 

means that the ~ent does not perform his functions 

at~ the initial stage by net obtaining age·proof and 

by n_ct g~tting nomination form completed. Later, he 

fails to keep. contact with the ins~red, and is not 

able to render any assistance to the insured in coiD?lying 

with the forL~lities of making a claim. These difficulties 

can be _overcome only by requiring the Agent to render 

maximum service -~t the door. This ~oint has been dealt with 

. by us in detail in Chapter VI 

3.3.8. In this context it wo·~ld be relevant to note th 

views of the Life Insurance .:':..gents 1 Federation regarding 

payment of claims : 
:. • ~ •.• Claims must. be settled· on date of maturity or 
with electric speed after death. Zfficiency in this 
res,ect, · decides :the future inflow of insurance.'' 

····we charge the .tiC with the responsibility for lowering 
its prest\~e by its witch-hunt in resoect of 1 ~re· 
mature cla1.ms 1 - or is· it premature deaths·"· 

.... ~67. 



iJuring evidenc~. aJso we found ex?ressi·.Jn giv-en 

to >videspread dissatisfaction against the delays in t11e 

matte'r of 'pay 'k!nt of claims .. 

3.3.~. . ;~ ar·a, thc:rafor'e, cortstrained to observe-... 

that ~otwithstanding the categorical assuranc~ 5ivan ., .. 
in 1SS5 by the th~m i'linister of Statia· for Finance that 

claims "~>:ould be settled by the Conoration more :expedi

tiously than was being done by the erstwhile ins.1rers, 

th~re has bc~n no i -,provem.irit 'in· this directi·on so· . .far .. 

~le re co~?~d that rna turi ty c lalins sh<Y.1ld: bz paid on: the 

date of m::.t•J.ri ty and death cli:dms within' a '\'l:!ek ·of:intima

tion of death. :.fe a":lpreciate· ~hat on th~: spot··' investiga

tions J!!aY be n::cessary in a small nerce'ntai;e. of claims; Such 

in-vestigation must be· very prompt,·· and should not! _: 
_,.--.- . 

- . 
£!·:1.ina:!:"ilY take more than a month. The importance :. 

of expeditious settle~nt of cla;i.mS' c~nnot ·:be 0'.rer' 

en:.,hasised, for roost of tho~ families on t'rie ~death of the 
.. ··. 

bread v1innzr- deoend fo~ their· sustena.n~e -'?r:i.ncipally on 

ui.;i lifa insuranc~ c:laims proceeds. 

'3.3.1U. . . . . ::>ecurity' to the policyhold~r§lr. .. also. depends 
. . . . . 

UJ)Oil- hOW tar the surrender values ;of<'1Qlici~c<S are 

reasonabl.a' aderuate' and attractive. These· surreri4er . ' . 
,-

values sho•.1B be comparable with tha ·pre'lliuror· already 

),dequate 
Surlt'end.ar Val'.le. 

• e ••• I • • 68. 
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paid by th~ ryolicy!wlder aft:;r ta'dng into account zx~cns.:s 

and the .cost of death ·oenafits. 

In J:he ta.ble belo\>7 a comparison of the S'J.rrend::r 

values, as percentage of ~remiums paid, is made in respect 

of ~litho'.lt-::'rofit ':;ndo··;vment .\ssurance of the Conoration and 

that o.f two J.K.Ins-u.rers; 

SU.i.\...C:i:il.JZ:t<. • vlL U:!J :~ f'?;l'-C:::NI'i!.GZ::> Ci~' .?R.-.:1-.I Ji:·iS 
::'.iiD-:S:NJuv~I'£il"T AS~iJRAN'CE - ,fiT.a.C:·JT 2~.,ut'IT~: 

Age at ~ntry . Jv years. • 

Endt.Term iJo.1ration L. r.c. '::a'i:le Star Pro.1de nt ial 

15 5 56 77 5.5 
lU 76 S2 lu8 

2v 5 46 6~ ~0 
10 6v 85 104 
15 80 S4 116 

It will be observed that there is a wide gap 

between the surrender values of the CoY\)Oration 1 s policies 

and those of the J. K. Ins•1rers. 

3.3.12. The 'i:stimates Connnittee l..l%u-6l) had observed 

t~at the surrender values on LIC policies were extremely 

low as· comoared to the surrender values granted by some 

erstwhile insurers. The Committee, therefore, r~comnended 

that the matter-~y be examined so as to bring the surrender 

values of the policies on par with the leading insurance 

companies abroad. . ....... . 
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caa:;r::R nr- ;;;·:;crr:.i 3 . 

.:>i'llilo.rly the Com..rrd ttee on 2•.iblic' Jnd.=rta'dngs 

:1<1~ comrr.entr?:_d as -~n3er :-

· 1 •••• as lo\r surrender va 1.ues adversely aff~ct 
tha limits to :1hic:1 l'Jans can b~ giV::n to the 

~olicyholders against th::ir ?Olicies, no tine 

sh~1ld be lost b~the Cornoration to raise 

the S'lrt'ander val•J2s of the CorJ?oratio·'\ 1 s uolicies · '1 

, . 

.:l.::i.l3. The recom>r.en(la.tions of the two ~'arliamentary 

Co·:n:r.ittees regarding en.'1ancell\Ent of the s~rrender 

values of. the Corooration' s -,olicies have been 

practically ignored by tl~ Cor;,oratio:1. i:'urther, 

the Cor-..,orat:to.:1's attit·~d.e to this problem is 

in::lifferent as is evid.ent from the Gorl)oration Is re,lies 
) 

to o·1r q•.1estions •rhich are ra;:-rothced below ;-

''Do yo•1_ agree that tha rates of :;urrender and 
Loan Jal•1es on -:-olicies are an in.iication 
of the quality of the security qff.ered by a Policy? 

''Th~ security off~re::I by the ins•1rance ool'-cy 

of the Cor..,oration is excell·2nt; not oaly are the 

contract'lal' obli~ati ons of the L. !.C. well covered· . . . 

by the funJs b·~ilt by the L.,I.c., b·1t the ·.1ltimate 

g 1arante2 is ,rovided by the Goverrl!rent ~mder Section 37 

of the :... r.c .... ct. a 

..... 
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"Th:: surrender valoos are delibera.t3ly lc:=-:-t 

low to disco·.1rage surrenders and to afford to the 

beneficiary the full protection intended at the time the 

ass•.1rance was taken. ·• 

A.11swer; 

t'Do yo'.l _!:hink that the nresentSurrender 
and Loan Val'.les 'are reasonable?" 

11Yes, the present surrender and Loan ValU;:!S 

are reasonabla. However, the review of Sarrender 

Values wi:Ll be ta':cen up after the re,)ort o'f Comrnittae 

of ,.ctuaries a'(lpointed. by the Conoration for review 

of premium rates is received." 

3.3.14. The ap?arent contradiction between the two 

replies is self-evident and brings into bold relief 

the Corporation's misplaced complacency in this 

vital matter and its -lack of understanding of the 

security aspect of-- a policy to incl•.1de· adequate 

Su_rrender and Loan Values. · i~e cannot imagine how 

''The nresent Surrender and Loan Values are considered 

to be reasonable" when 11the .jurrender Valoos are 

deliberately kept lO\i,·' It is, perharys, not 

ap~reciated by the Corpor~tion that ~urrender Values 

also affect the limit to which loans can be advanced 

against the Corporation's policies. ;;e may mention 
.... ·- ... 
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t~1at only ":'-:>1icy~1olders who are in dire ·naad or fi!ldndal 

rlistr~ss, vdsh t.:> s·~rrender th2ir 'PolicieS wl1ich eenzrally 

involves a si~eable loss. 

'The Cor ..,oration 1 s aryryr?ach sho'.lld, t1v:refore.,_ 

b-e h'ltnan and sympathetic· and ·the Cor,.,oration 

sho-~ld not p.wal is·z the policyholders by 
keenin,<>; tha .:~urr<1nd·~r Values deliberately lmv. 
The Cor~oration proposes to review the 

§·~rrander VaLleS after the i'.e"ort of the 
ap?ointed by the 

Corryoration for· r,;vi·.3'i7 of nremi'.liD rates is 

received. vfe confess vTe are •mable to 

a.':'l"'r~ciate ¥1rw it sho•.1ld ba riecessa!'y for· the 

Cornoration to 1·1ait for this r;,e..,or~. ·d~ are of 

o~inion that the Cor,.,oration sh~.1ld have a 

rational ap.,roach towar·3s the. needs of the 

oolicyhold·ers and realis11 that the .,r3sant 

3,3.15. 

h=lp is 'i70rth t<·<o of a future promise. ile 

reco~nd that the ~urrender Values of the 

Cor•ors.tion's policies sho:lld be stenped up 

forthwith. 

From the infot"l"Ution s•.l'O,....lied to '.lS, Wd 

find that th~ proced·.lras for granting loan5 are also 

c•.lmbersoma, com!)licatad an~ smack o'f re:!•tapism • 
• 

Zesirles, there is an inordinate delay in th.a settlantent 

of loans and S1.1rrznder val•.tes. T:1is · re;s'-.1lts in a lot of 

harassment to th~ policyholder and the sec~rity of ~is 

....... 

'.) • rom1)t sattle-
ment of loans 
and s1..1rren:~ 
values. 
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life "olicy los,:s its m3anin;; for him .. ~r·nes~ delays 

a,.,D·:ar to be cru:=l w~1.en one realis-=s thc.t "~opl.e w::1o as~ .. . . ~ 

for loans or surrenier values ara, gen:rally, in 

fina:1c'al distress. 

/ht o·1r instance th3 Cor~orc..tio:1. conJ,lcts·d a 

.c-:an::om :::.ampl,c St·~rly of lvv transactLms each of S 7lrr:nci.::r 

values and loans rel;;;ting t::> the J6tr,bay Div:i.sio.1.al· :.:.'f£ic::· 

whic~1. revealed that· sattlemeni: of s1rrender values and 

grant of policy loans t~~ on an average 20 to 31 days 

res~ectivaly. Since these transactions pertain to a 

Divisi::>n which is re?uted for its efficiency, the 

average ?eriod ta"'..en for settle:.rent. of surrende~ values 

and gr::;.!lt o:f policy J_oans in other 'Jivisions wo·1ld be 
'· 

very muqh longer. 

3.3.17. ,".ccording to the Coruoration the ti~re lags in 

nayment--of surre-nder values,. granting loans and settling 

claims are--criteria -for meas•.Jring ti1.e effici?ncy of 

s:rvice ito the p::>licyholders·, b·1t the- c;·1ality of the 

~ecurity--:is--'not. il!l')aired: .•• cc:)rding to us, this is 

not correct as- the s~c-~ity is vi tally affected if the 

liq~lidity -of the security offered is -imr'aired in 

any way. If a life policyholder does not get a loan 



a3ainst his O'\"Tn savln:ss immediately, the liquidity 

of th~ !'Olicy is impaired an:': it ceases. to be a fir.Jt 

class s-:c•~ri ty. 

Jti lity of a loan or surrender value if 

ryromptly settled can mak~ a world of diffarence to a 

~olicy::,older vlho desires a loan or surrender undar 

circumstanc.~s that demand urgent funds •. If on such 

occasions, there is no prompt settlement, altho~3h the 

security may be there, it will not be of real use. 

3. 3.18. If tl~ objective of nationalisation of life 

ins·.1ranc~, viz. , to provid2 economic certainty and 

sec 1ri ty, is to be realised the '?Olicyholder sho,.lld · 

b~ able to get s•1rrender vaV.1e or loan on his policy and 

mat·.1ri ty claims the sam2 day a.n::l the death clai:ms sho·~ld 

be naid -vrit21.in a '1-taek. 

Th~refore, to ma.~e life insurance attractive 

to. the comon man, ~re recor,:r:Jend that the 

S'.lrre'nd·ar values and oolicy loans are. made 

~vail~ble to the uolicyholders with the sama 

s..,e~d. simplicity and facility as withdra\'lal 

of a bank danosit froN a Bam< and should be 

settled the same way. 

73. 
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tion of loan 
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:i ngan·~ity of an effici.~nt adrninistrati .)nto \mr~< ::nt a 

-scheme wb.-=rcby loans or S'~rrender val~es Uf) to 

specified maxinum ·amounts are paid by ban.~s' and debited' 

to the Cor?oration after receiving from the iruured 

tha policy, loan OJ:. surrender form and a certificate 

from .. · the lleveloryment. vfficer t~'lat the "lremi:.J.IllSare 1)aid 

'.1? to a specified date.· 

3.3.2v. :::van tho 1gh ·the C i:>mmi tt~~ on .?ui;lic Jndert.i!<irigs 

recommended, in 1Jaragrams '184 .to l.S6 of their 

Fourth :-~a?ort, simolification anllib~ral!s·ation of tl:'r:a 
. . 

r'~las for sanCtion of loans·, the COX"Y!Oration has· ·not 

yet s•.1cceeded in doing so even after a la~::sa of· three: 

years. The Cor"Joration has, .however ,--em;)o_lvered.about 

33 per· cent of the 'aranches to grant loanS• This is 

decentralisation only b~t si!llPlification involveS 
~ 

procedural siro.plification besides decentralisation. 

:{e :reproduca balow the view colll!'!lunicat~d to us 

by the Na1;ional _Federation of Insurance Field liorl<ers of 

India. on the s•.1bjact .:-

".fuile paying loans against the secu-rity of ins·.nanca 
?Olicy, LIC should not make the policynolder·ex~c~te a· 
loan bond on a stamped pa~er. Instead, a suitable endors 
ment should· be made on tha back of· the -nolicy over tha · 
signat•.1re of the party. This will help quick paymant 
of 1 'lans • 11 

........ 



'.:.'he :..ife Insuranc:: _6,gents l<'ederation have 

also S11g;ested t'i'::at -'olicy loans sho•.ll::i be giv~n on a 

•1niform stam'? duty of Re .1/- on loan bond or preferably 

without loan bonj. The ?Olicy loans can also be 

giv~n by mzre endorsement as is done by Banks. 

::l.3.21. Similar views were ex-;>ressed before :~s d·1ring 

75. 

evidence· artd ue fo•1nd a persistent demand for disbursement 

of policy loans in tha sama way as comrrercial Ban1cs 

sanction and· disb,lrse loans by means of a simple 
. ' . 

assignm.=nt of the policy by the policyholder to the 

Cor,oration and witho•.lt exec'.ltion of loan bonds which 

attract heavy sta!llP duty. Je recom·:.:nd that the 

:2_roced·1r~ follou~d by Col!!llercial Banks in this matter 

ShO•.lld_be ad012ted by the CO,f'">Oration forthwith. · :4e 

~J,so recomll"end that the Conorati.on should illllrediately 

authorise all its Branch.:s to ~rant policy loans. 

. 3.3.22. The basic factors' in' determining the capacity 

of a life insurer t~ l?d.Y bon1ses are the bonus loading, 
" 

its exl?erience asregards interest yields, mortality 

rates, and the ex'>ense ratios. l'iaj ority of the :>Olicies 

of the Cor?oration are with-?rofit policies. The· 

premiums are 9n.an ~verage loaded by about 17~~ as 

Bon'.lS rates. 



compar-:!d to nrg.-ni·lms for clithout .:'rofit ry<>licies 

-W:~.ieh. are, _a,lready 'on the -h~3h_ side. It is, therefore, 

natud.L' for th~ po]:i_cyhold~rs of ,a tZl.-?rofit polici..;s 

to eX;;>ect' bon'~S lS not,; oply COIIlTjlE!nsurate with the 

loading factor but al.so substantially higher on account 

of margins on other ':factors such as interest rates, . _, . -

·mortality ra:tes;e.tc~ ;assumed .vrhile .. c;alc;ulating with 

and 'Nithout .i?r:Jfit rates. 

3.3.23. ·It ·v1ill be noted thi:it since 1~55, gross 

Lnterest yields have prograssively gone 11p from 

J. .. 58io in 1~57 to· 5.75i;, ii:ll~65-67 and there has been 

m improvement in mortality by about 20,. over that 

~xperienced in 1~53-54. ~'~uther, the Cor?oration; . . --~-- - -- . . -

bel_~ a tl\Onopo~:r ,: -bad alrtple opryortunities to redu~e 
it~.c,ost by strea~l.ining and rationalising-its·. 

:dridnistrative and organisational structure. 

. . 

~. 3. 24~ _ . · :b~spi t;~ these favourable factors, the bonus· 

to the -policyholders. has-gone up- from Fs.l2~8U'k0 ·on: 

Endowwent policies and %.16k0 on Whole-life policies 

in 1~57 to Fs.l6'loo a~d '1s.20'%o resryectively in 1~&7 

representing .. aiJ .. ~~c.~ease of_ "; • .3. 2u%0 and Rs;. 4.00%0 

Dnly during the decade. The Cori)oration feels that 

........ 
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:J:JHls:s d~clar~d by it are not o.nly col!llllens'lrate rrith 

th.; f.>r'i!mi'.lms -oaid by the .lith-~rofit policyholde.:s b•lt 

also significantly hi&1er than the bon~s-loading 

contained in the ?remium. In our considered opinion, 

this. is not eno·1gh. 

3.3.25. . The Commi ttce on ?•1blic Jndertakings 

observed that the bonus declared by the LIC was l01-1er 

than the boiF.lS declared on the !>Olicies issued by 

Oriental, New India, Bombay i1utual, 'Jnited Inaia, Bombay 

Life, 1lestern India and :r.:mpire of India. The Committee 

recOJT\It:;nded that the earnest efforts should. be made to 

enhance the rat~s of bon~. 

3.:3.2;). vie also give below the bonuses declared by. 

tha Corporati~n ~nd by the two co~arable ~ritish 

Companies, viz., Le:gal oc General and 2rudjntial: 

.3ol1'.ls declared by L. I.C. 
' 

Com~arison ·~ 
UK Com:oanies. 

Bom1s ?!:! r thousand sum assured. 

Valuation year 
1~57 
1~5~ 
1~61 
1~63 
1S65 
1907 

Endo·,nment 
12.8{) 
l:l.Su 
12.8v 
14.UU 
16.vv 
l6.W 

Whole Life 
16. ul; 
16 .IJ\1 

lS.VIJ 
17 .51. 
20 •. vL 
2U. VI. 

-------------------·--------------------------------------
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bonus d~clared Qy__Legal ·.;; G~~rC!_l .an:l :ru-::iential• 

.teversionary .;jorr..1s per tho:.1sand sum ass·1rac~. 

U5S 
1~5~ 
1~62 
1~65 

Legal ~ General 
Compound 

22 . .5v 
25.iJv 
28.75 
3v.vv 

Prudential 
siiD;~le 

21.vv 
26 .vv 
3I.uv 
::n .uu 

It 1Y"ill be observed th.:tt the bonuses declar<Od 

by the Legal ~ ~eneral and ?r..1dential increased by 

7 .5Vio
0 

and luio
0 

res,oactively. · Moreover, the 

bon~ises of .Lagal and Genaral are compo'.lnd in character. 

In contrast to this, notwithstanding the extraordinarily 

favourable mortality experience and im:?rovem:nt in 

interest rates the Cor-,oration' s bon.lS increase a by 

only 3.2V/.o and 4,;,o d.lring the decade. 

3. 3. 27. 1J"e also. give belo·.r last bonus rates in rasf1ect 

of 5 J. :\:. Ins"..lrers: 

Nane of the 
Comnany. 

Pr.ldential 
Assurance. 

i.eS?al & 
,., <:> 1 Gemra . 

iJate of 
Valuation. 

31.12.65 

31.12.65 

i..ate of 
~v.:rsionary 
.oo n'.lS per 
thousand sum 
assured. 

31 simple. 

3v Coroi>ound. 

"Sxcluding tl.1e 
final bonas 

Excluding the 
.:>pecial .Bon•.1s. 
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boc11s2s r.l::!clar<:!d by it are not only comrnens•J.rate \:Tith 

th= pr~m;_,J.ms oaid by the lith-.:?rofit policyholde-rs b•lt 

also significantly hi&<er than the bon~s-loading 

contained in the ?remium. In our considered opinion, 

this is not eno·1gh. 

3.3.25. . The Comrai ttc-: on ?'lblic Jndertakings 

observed that the bonus declared by the LIC was l01-rer 

than the boil'J.S declared on the r>olicies issued by 

Oriental, New India, Bombay i.1utual, united India, Bombay 

Life, destern India and Smpire of India. The Committee 

r::col'\IT:ended that the earnest efforts should be made to 

enhance the rat~s of bon'.ls. 

3. :3.25. vie also give bclol¥" the bonuses declared by. 

t~,.~ Corporatbn .:~.nd by the tviO com;:>arable ilritish 

Companies, viz., Lagal & General and ?rudjntial: · 

3onus declared by L. I.C. 

Com)'larison 'Wit 
'1K Comoanies . 

Bonus ?t!'l:' t'housand sum assured. 

Valuation year 
1~57 
lSS~ 
1S61 
1S63 
1S65 
1907 

Endo·1nment 
12. 8() 
l:l. su 
12.8~.> 
14.VU 
16 .vv 
16 .uo 

Whole Life 
16.u(., 
16 .vv 
1.$.\JU 
17.su 
2G.u\J 
2U.uv 

-------------------~--------------------------------------
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;;teversionary .:Sonus pe:c tho:.1sand sum ass·lrcf. 

1~55 
1!:.5!:. 
1!:.62 
1>65 

Legal :;,. General 
Compound 

22.3v 
25.vv 
28.75 
3v.uu 

Prudential 
siiil"le 

21.vv 
2o.vu 
31.uu 
::n.uu 

It 1-1ill be observed th ... t the bonuses declared 

by the Lagal ~ ~eneral and :>r:~dential increased by 

7 .5Uio
0 

and luio
0 

resp~ct'ively. · Moreover, the 

bon~ises of Legal an.J General are compound in character. 

In contrast to this, notwithstanding the extraordin~rily 

favourable mortality experience and irn;?rOV~m;nt in 

interest rates the Cor-,oration 1 s bon.lS increased by 

only 3.2VIoo -and 4;o0 •llring the decade. 

3.3.27. ~le also. give belo·;.r last bonus rates in r.:s~"'ect 

of 5 J. :(. Insarers: 

Nane of the 
Co!ll!'any. 

Pr~dential 
Assurance. 

Le~?al & 
"" General. 

iJate of 
Val.uation. 

31.12.65 

31.12.65 

.l.ate of 
Reversionary 
.oo Il'.lS per 
thousand sum 
assured. 

31 simple. 

3u Coroi>ound~ 

I~emarks. 

sxcluding the 
final bon1s: 

Excluding the" 
.;ipec ial .BOil'.lS • 



7&. 

~'lonlich 31.12.66 l;t.. 1~ r if" , :.'or ~, olicies with ···uO "' .... ._ • .. ·' 
Jnlon. 

Commercial 31.12.o5 
·Jnion. 

<+3.75 Simple. 1 sinple bon·1s · 
• 1 \.series closed 

Endowment " ;Jec.31, l~q4;. 
38.75 Simple. " 
28 • 7 5 Compound. ) For policies . 

32.5 COI!l!?O'ID:l. 

3u Com!>O'lnd. 

with compo~nd bonus 
\.series opened 
Jan.l,l~6S1· 

In this c.:mtext, the Cor-~·oratiol1 has, stated 

. that in ma1dng comparison of the bonus~s declared by 

th~ J .JLCOI!l!)anies with that of the Cort'Oration, - . 

different cond:l.tions of 'vor!dng between two countries, 

including certain statutory restri,cti.:>ns regarding 

investment of funds should be borne in min::l and if 

this is done, the Corryoration's bonuses can be considered 

as being anot unsa:tisfactory·l, .-ie feel that even 

after takin~ into account these factors taa 

Cor,..,oration does not a·,,"~ear to have properly channelised 

and effectively utilised its resources to ensure 

hi~her bon·1ses to its policy~1olders. It may be· noted 

in this connection that one of the major factors 

for higher bon·~ses paid by tha . .J.K.Companies, is their 

expense ratio, notwithstanJine their lower ;-remium 

rates vis-a-vis those of the Cornoration. . .... 



Yield on 
Co1oratiod s 
POI :cies vis
a-vis !J.K. 
Insurers.:-

CorPoration 
must . step up 
Bonus Rates. 

3. 3. 23. In the table bGlO'i7 we giv.: the return available 

at matur:i.ty on with<:>rofit ):'olicies ·of ti1e ConoratL>n 

and three comparable ·:.1. '{, Ins•1rers:-

. .\ge at 
3ntry 

3i.J 

35 

4v 

Term 

2v 
25. 
3u 

2v 
25 
3u 

20 
25 

1. I.e. 

2.3 
z.u 
2.v 

1.8 
1.8 
1.6 

1.5 
1.3 

Commercial I.e gal (ll ::'r.1dential . 
Unio.n General. 

4.6 4 .• 8 4.1 
4.6 4~7 3.~ 
4.5 4.7 3.8 

4.5 4.8 4.v 
4.4 4.7 3;8 
4.4 4.6 3.7 

4.3, 4.6 3.8 
4.3 4.5 3.5 

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

It 'v-:i.ll be observed that the Coruoration' s 
'· 

?Olicies provide a ret•.1rn of l1o to 21~ per annum compo•1nd 

interest to the policyholders as against 4to to 5/o by 

;] • x.companies. 

3.3.2~. ~~e of the view that if one of the 

objec_~ives :of the Cor,~oration, viz • 1 to provide ~ 

faiz: return t6 the policyholders is to be achieved 1 

the G_:rr2_q_ration's bonus has to be sten;"~ed ur.> 

substantially. In our ouinion, the Corryoration' s 

inability to declare better bonuses in spite of the 

favourable experience in interest yield and mortality 



rates is du~ to its hir·h overall exo3nse ratio. .?he __ ... 
ex:J;nse ratio can be drastically reduced, if the 

Cor~oration c:1rtails its administrative and other 

ex.,enses s•Jbstantially and the Agent is made to render 

e'!ery type of service at the d:>or of the ins•1red. 

The bonus rates can be f•Jrther steDped U-:' if the 

Co~~~at:l.on follows a dynamic imrestment ·policy_. 

in res~~ct of its investroent~o as to secure 

hi:-;her yields. ;le recomnend that the Generation 

c -~· o.~ 

sho·~ld rna~~ earnest efforts to enhance the rates of bom.1s • 

3.3.3u. . The rupee has depreciated by about Sv~o 

bet"1een l':>SS-55 an:l 1~55-.57. The life ins•.1red finds 
his sum insured has lesser purchasing power now tqan 

thatt_ what it had wben he effected .savings to pay 

for his life insurance. This depreciation in the 

value of currency acts as a disincentive to save 

through life insurance. A life ins•~rance comva..'1y, 

therefore, has to invest its life fund in S'.lch a v1ay 

so as to ins•~late as much as ?OSsible the policyholder's 

savil'l;}S against such depreciation. Lost of the Life 

Companies abroad pay higher bonuses conseq\lent to 

investment gains due to depraciation in cu~rency and 

higher values. It is regrettable to nota that in 

India no effective steps have been taken by the Life 

...... 

Protection to 
policyholders 
against depre 
ciativn in 
rupee value. 



~ts' 
Service 
a't1the aoor. 

b2. 

Cr~ . .:.:TSii III - .:>C::CTLJ ::S. 

Ins·.trance Cor!'oration to "'rotect the policyholders aga.inst 

de])reciati:>n in the value of their -policy a•no•lnts. 

3.3,31. ,lfth d.ynamic administrative mach5.nery ancl 

more imaginative invest "'lent policy, it is -,oss~.b~.e for 

the Cor.,.,oration to step up its bonuses s•.1bstantially 

which sho•.1ld mitigate to some extent at least the 

hardships suffered by th= ?Olicyholders as a result of 

depreciation in the val~- of rupee •. 

3.3.32. ile fear that if the{Cornorati:m fails to 

take effective steps in this matter on the lines of 

life insurance companies abroad, the security to the 

policyholders will be vitally affected. 

3.3.33. Jnder the present organisational set-u~ of 

the Cornoration; an average policyholder feels insecure. 

de cannot comprehend the complicated policy conditions, 

the procedures of the Cor,;>oration to which he is· 

S'.lbjected before he can obtain any facilities on the 

policy anc1 the confusion which ensues from his 

ignorance about office/s of the Cor~oration which 

he should visit or correspond-with to obtain a 

particular facility on his nolicy. rle rather fears to 

make any change under· his policy, even as s im,?le as a 

......... 
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C.-.. .-.'T-::Li:. II I - ~;X:T I.., .;I 3. --
change in his addr~ss, lest it may imvair the Corooration's 

sarvice to him. ~uch a state of affairs is dus to the 

absence of anybody to guide him personally in these ~tters. 

ersonal suidancz to the policyholder is :::>articularly 

necessary in view of the low educational standards and a 

lack·of knowledge even among the educated casses ab~ut the 

policy conditions, procedures and practices of ths Cor·.,orati011• 

3.3.34. Tba Agent at present renders hardly any 

service once the insurance policy is sold to an 

insured. If a ~olicyholder l1as a readily available 

facility of a well-trained and qualified Agent rendering 

all the services at his door, it will add to his feeling 

of security and make life insurance more attractive 

to him as a mode of savings. !:1•..1ch an .\gent can render 

service not only in hel?ing the ins·1red to obtain 

loans and surrender valueS.~..lickly but also in ensuring 

~rom~t settlement of his claims. Unce.efficient service 

at the door is made availabla to the insured through a 

well trained and qualified .ligent,. he tiill Uv-a in 

conridence that in case of his unfortunate death his 

claimants will also receive the same type of personal 

attention and guidance of s·..1ch an Agent. 0';1r recommenda

tions in this reeard are contained in the s•..1cceeding 

....... 



' 1 -:-..!. • ,.Jnc ~1.ons. 

8~. 

Section. 

3. ~. 35. For the reasons 2iven in the ~receding · 

?aragra~hs it will be observed that the Corporation 

can..1ot be said to have afforded connlete s~c·.1rity to 

the ?Olicyholders. Our conclusions <:ire s•:.trntl'.ar.;ised below~-

l..a..t 

(b; 

3.3.36. 

_Jelays in settlement of claims have created . 
a sense of insecurity· and in turn ha·ve lessened 
the value of security afforded by· a policy. 

The surrender values are '.lnattract:.v<:!; thes-; 
are deliberately fixed low to penalise the 
life .. policyholders lriho _are in distress and 
who·seek surrender of their policies. The 
policy.has very poor li~.1ldity for securing 
loans and surrender values, and for collecting 
claim amo•.1nts on death and maturity. - · 

The bonuses are inadequate in the context 
of bonuses declared by the British Life 
Offices and excellent interest and mortality 
margins which the Cor::>oration enjoyed durin.~ 
the last lu years. 

The Cor~oration has naver been conscious of 
its responsibility or has shown ccncern in 
its role of trusteeshiP in protecting the 
savings of their ins•.1reds, to the extent 
possible, from being eroded by falling ~alue 
of the rupee • 

The Corporation does not give personalised 
service at the door of the ins .1red and the 
insured is left to fend for himself. 

If Life Insurance is to be a big force in 

mobilising the savings of th: comraunity, it is most 
imperative that 

la) T~te. management is efficient, dynamic and most 
economical; ..... 
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. J.~_,0.,' ... ,_ K:..:...I.:..>.T fv,:;1. 

· ::;t~· rc r-:;.tr •· ;;,;:i.-neE· ro . :r.~:a:~2(; .. rdY _.v~ ~~. 
. . . - ...• ..:... .-...-..---.•- . . .. 

pol.i:qyho-J..~el:S iS ;.a.·trmaamen:(:.al.:.p:t;¢-...;l:'eCfl.lisi t;e .·of ·itfe-. '. 
~ . -- . ' . ' ' 

·ii\suranae· if it. lias ·.to·.be.-,·sociall.y~:.?ur:>osive·-::~nd.' 
' " . . .. ._ . . . 

'eeonotfiic'aliy ,j):t'od1.1Ct:i;v~· ·ill'i.·;5. if· peo-:lle 'ate to '})e. ·~t,'sua.ied . -~- .· ~ . ~ .. . . . - .,. . 

to ·sa :in; for: lif'e in~.11;~ce as ~ contt'a~t fo_r fi.tiand'at 
• • . ·- ,J . " 

se<::urity~·and ~tability. · 

3,4.2o. T~'cnaracterist:i,cs·of such a serV-ice. are ~-

. U'~ Silll])1ic.~ty:_:of -~dniih~strattw proced\lre~ ~-. - . ' - - .. ' 
' ~ . ·. ! • . .• • - : • . . 

\.21 . i)hortening. of .. lineS ·of,. communication. 
. - .. .· ; r • . • 

q" .;ll.nimum paper .. -work.·. 

\4; !i:x-:)editious· .. _dis·oosal. . ' 
.'· • • . . •• ~ • ~ .· i • • ! , • • 0 , ' :· '• • '. • '• 'I 

l5J: ~t'oJ;llD~s~. :and ease., in. handling 1:ecdpts al'ld .. ~a~nts 
: .·-of"nioneys~ r~ad~ing,~U~ns:and':?rob~ems fo~ tbe. 

·• ryo1_:~cyh_9lders, . - · · 
. . . 
\.6) ~e~itiv:t,ty.'_ of the· orgariisat;ion to tl;ls ·.conihlii'fiit~.'; 
... · . of any. klncf. about its. s_er:vice.~ .. ' . . . ··--

~ervice t) 
rolicyholder: 

~7:;"11\wareness of .its. s9cial 'pb~ '-gat ions .. ana: l:'espon5ib.i11ties. · 
., . ·. '•. . . . . . . . .. . 

tha Li~k ·rnsurB.nce l>Or•.,oration .3 ........... ,.~. .. ;Jo. tna !!'inance :iinistex 

laid gX:aa_t eJW.ha.sis ·on ·,t:n1s aspect or .Life busine·ss. an;i had 

state<1· .t'!lc:Li< liis conca-p.t of a.l'lell_.:.rul:i' iruqr~nce: comp":lny 
,;- -~- l . . • ~ 

inter alia meant that it rendel;ed pl;-QIII'pt·'~~- e:ffici.ant 



:socio· 
econoiiiil;, 
environment. 

&.1 .•. 

servic;~ .. tQ. i:ts. oolicy!-..o~2'1:'~, and by.: its. s·ervid:f'roade 

ins~ranc:e ~Uely po:o·:l~~r•. ~1·~ .hiil~ Jurther corQF-nted. tha-t 

T)OSt•sales ·serv ... _;Lee. d.id·. ·not axist ·: la,:Jses c:ont:inJ.ed ·t.c? be 
·- ' ·' ' ·· · . then 

high;. claims ure not '1aid prompt~y;.>lt¢.· ... ;.n;--as~~ance.'W~~-

g1ven t" · th<~ :arlj;&:.en~ tl-wt with a..nati0Il!i~ise!d .. 

~nd~rta"<'~nJ, this st.~te of affa.irs .. :>l~ll .'i::hailg,i:for··tJ;le 

-~tter'-. The findings·' of' the ':":stimatas. Gonpr4tt?e~b61ii.,.bll· 

ani the Coromittae on .?ubl.ic Jndertaldri65 H~~51 on 'the 

su~jee't-· s);lqwecf tl1cit .. this had' nbt ha§pene4: 

effective. ste:>s had'bee·ri ta."<:en• by the .. C:>r11o~ation 'sinc::e.:• 

theri to improve its service to the jOli~yhoi.®J',s: :in the} 

llght:. C?f O~SerV~~ip~; amJ, COI!I!Iie~ts made .by.:tli~ :t~O-,: · 

::'arl iamentarj, co·!J.mi ttee·s •·.· 

3.11-.s.:· 

~ePn1e c:>nstituting ·tre · r>oli~yhoid~~~·· .. n. ~5: e.sdmafed 
. . •. . 

· that· 21,i ·million ':lrbcm and Bv mill :ion 'bral'_h.;;,U.s~hohi.s' 

constitute -~ros?ects for lifa insurance •. Their main 

ehara~~-edstics ar~ 

\cl.) Lack of. education. 

(b; iack of. un<!erstaruling or the·: tas1c' conee'it 
and benefits of _life ins··:l;t'al)~a .• , · 

.......... 



C~ h ·:··r"'· III --.-.~. · •""-'- ··'1: .- • ,J.._.J.I.'tiC .c,. 

~Ci ~'~ of initiative •. 

\d~-LOwer·').eveLs of incoi:oo .":!?C:.tosin~t .the ins'.ll;'~ds 
to t~- tem;>tatio:1 of: allo,;~:i.93 tbc·· .. )olicias 
to lapse and speooing thz l:'·<!s:.~ltani: sum on some 
avoidable items of exoenditure. 

.• • • I . -

Illiteracy and· i.;;norance of the ir.~ui;eQ. .;~.bqut 
the ~rocedures and fonnalities to be ·follo'W'ed 
a~ about. the-fr legal rights and obli<.tations 
against the. Cor~o:t:ation. -

uence;. -1±· life insurance is to suc.ceed in. 

88. 

protecting the· inte'rests··:of·the 'Policyholders and in 

achieving the ··ba:sic objectives of "the communi_ty laicl .down 

by the Government,. its- serv-ice I~s to be attuned_ to t.he 

SOCiO•eCOnoml:C· environ."UZnt and the atdtu~e~, .Le~lS of __ 

understanding:_and ·~other_ ch.iriu::teristic$ c).f:- the policyhoi~ers •. 

3 - l.···"L .. ..... :..-ftt•· A I1fe 'thsurer's·res;Jonslbil~_ty to its, p~~ic:y"; 

holder-s: iS :not over 'wfth tria ·issue of a '1 ife . ?.9u~ 

':only .. : ·-lt 'is al;:~o anessantiaf part ot an 1nsurer.'s 

.'responsib-ilitv·.'tna£.-·the- sal~ 'of·~ policy is-fo1~owed;up 

with. a·-good·;~ost-3-al>is; service ana .reg,~lar_ contacts lfith 
·t:he .pob.cyno.Laer, . It ·is 'on· 'il:cqo•mt of such a post-:illles_. 

servic.e that'_.the llfe-, insU:rarice .A'g'~n~s, unil!.ce other 

~alesman, receive''renewal "cominis'~ion, ln respect o! th~i~. 

. ost-Sales 
Service· 
.\--;ent 1 s role. 

past business•. -. ·-.ie.newal ·commission :is not,. or. i~s ;v::r-r.r .. J'leture, 

a gift for tha .service already. rende~ed but'Js·' paiu ror 



CHA.?T'::." III - .,) ~TLJ:ii 4. 

th-:-: li' f.e. J.·nsu ... anc·_-~ 'n<>ent is eXC~ected tbz contin.1ed servica • " .. ''>!> 

to render 'ti> th2 pollcvholder. 

The _)ost-.sciles ·.servJ.c_e· ;;morace-s :t:i'le · :toll.OW'l:OJ, 

as?ects 

UJ !1.t'!mis:non or age, if not already d,;)ne_. 

lii1 Nominatj,on or assili.riinent in raspect· of·· a _policy: 

uu, -::n~uring ?ayment. of .._,z-ambm in.-tilne: by· policyholders. 

Uv; Grant: o:z: l.oan or surrender val•.1e·. 

I..V) ,Alteration in pian or term~of aSI?U):'~ce. 

t.Vi) Revival o· lapsed policies. 

~vii; Additional insurance. 

lviii) o:iettlemant of cla.ims.et.c. 

S·.1ch a ?Ost~sales servic~ has it;s own rewards :for 

'fhe Agent as, apart ftom renewal cpmmissions; it gives 

pim .an opnortuni ty to kee'J) in to_u~h .with· t;h.:· po~icyholders 

and. to. pol)ularise ins·~ranca thereby .ii!JP.roying Q.i., \'Lul:ipect:s 

for: not only securing further busines:;; from the policyholders 

b".J.t also :from his frien-is and ac(!Ua'intancas: :aesiJes, S'-lch 

a service is all the inore iw:ierative .and .. bas· to 'be i:l.t the 

door of-.the ins.Ired in our country '9n acco•Jpt O'l: ti:le 

peculiar characterist'ics of. o•;.r socio-economic· life 

na~ated 'earlier. 

. ...... 



nsurane~ 'Agent is eXC~ected 

. - ~-

already· d;:)ne_. 
'- _,, 

in ra~pect· of· a _policy• 
. " . ~ 

m in.:u~.::by: l?olicyholders. 

; .. 

·ic~ nas its own rewards :for · 
-~ .. 

cpmmiss ions~ it· gives : · ·: 
• ' •': :.· ~ _... , •; ';, ,c I ,• \ 

~h .with. t;ha -oolicyholders · 
.. : .. • • . • ~- • ~ .· • i '( :: 

by .i~r?ying.~is p~·~spect~ 
. . :· ·: "; ·:.. . . ·~ .: [· _: . ·>: -~. 

iness from the poiicyhoiders 
'· ' ' . ,· . . . .. 

' . 
,do-iconomi'c:· life 

....... 

.. i~ 
\.;-41-.. -~-x:::.:. J.-II . ~~t"Tl · 4 -· -:. ;.';) ...., "'"' .. 
.:l4lv rn~ ···.c ·1 . 

·~--':~_h::r:.~-£~ ·:.::. ~tf~-- .. t ... l.:f;~ -~ _n~~~r;-~Pf_~ ~~:~-.f¢,~_nt~/~ 
~f-:~r ":lel,ll~rapd,•~J;ll. stat~{!,. :t~1;:.t_ th~ .:·'?'~ 

•• ·-·. _. '• . • .. ·-'·"-·'· -~ !,-~- -. ' - ~ ::..:a- '· ,·.. ... -:. ---~..='\:';' :; 

aft,<:r: sal,es, -~~!Y~c.e. but .. t~~- ~in r;;sp: 
• \. 4.,,"":,1 '• ; -· -· .. • • •. : • '! .• • . ;. ~- • • -... · ' J- • .... 

how·ever. ,a,s_,noi.nt~d .()_ut to.~s:.~u:;:),n_g ~ 
4 • •• -.- ;-. • .. -_. •• ~- ·-_ • •• • .... : • •• ~- --· 

Agent ~t pr~s~n~ .. J;"ep9,ers pr~~ti,cally. r 
·' ·- ;- ~ :- •• :·· ... ;- . • -· •. · •. :·- ! 

serv:i.c~. a,O~. is ;:t:'~f:~ly __ s~en by :~<he, po.J..i . . . ~··· ... ~·. ; .. -_.._ -·- ~ ~·.;;.:- ·:. .. . "': 

the poUcy_ is .. ta'<ep._ . 2o~t-sales .scrvi 
1'". . .. ·.·• ;;· _ ... ' ·~-·--_· •.: ~-· -~ ·.• . • . ; 

?rinciJ?ally, by the ~i,:vis:j.on.;~.l ~,..ffice o 
·~ J' ' ; .: .• • ~ : :' l. . ,. . ,. . .• - . 

In a vast country like ours where dist . . ... 

and economic and .literacy. standards ax• 

holders~· sefvicing rrom 3-i "Jivisiol~l ' 

~olicyholder~ :::.eryidng ,j~oartinents · ·on: 
. -- --- -. 

"the obj~Ctive of reild.ering·~tonmt, effj 

service to the l)olicyhvl.iers ~ ~.ri:l caimot 

wl.dely popttlal:<. 

3.4,~11•- ;'_,:,:Tb<i:·Qoi,orati~ri has;· tl"ierzfc 
. '. . , . . . : ~- ·. . ·• . . .. - •. 

changes ."in 'l.ts' D:t:OCE;!<lures and ·;_.ractic::!S 
. - . . . •. •. ··'·. .;·! ...... : . . 2 • • • 

service .. is J?r.o~t.~ ,~H.icient ,and .:c:onom 

the insured· t·o obtain all.-;the facflitil 

ease. 

was satisfied w~th ·tlt~ s-erv:i.t-~ -~P.nd<"'ri'>rl 
-.-
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:hol.ders 1 t:1·! Co.:'"lor:..ti)n has st.;tc-1 th...-t it is constantly 

nu..~ing :!ffo:.::ts to i!llnrova the. service t~. the. :~oliOyhol.ders 

b•,1t what efforts have b~en made . in this di:rectL•n 'have' 

not b:!en indicated'• The Cor"ora.tion has .also stated 

tlwt t!1e st;;.n.jard o.Z ;;ervica. by the vario~1s·agencies 

in its hierarchy is not unifo~. · Incidentally, the 

Cor"-orati.m has so f.J.r made. no random· samtJle s·.n-veys 
even. after twelve years of its inception/.about the 

qual.ity. of service . to the pohcyholders. and ·th~ 

diffic~lties ax:)erienced 'by them. 

In regard. to another questil.ip •lh:ethei'. administr,.,. 
... 

tive .,attern of the Cor 'Oratbn is_ efficient,. ecpno:mical 

and satisfying tO the inS•lred; th.:a .reply:}~ too vague and 

general and is re,..,roduced balo>l 

•:;:·he r>olicy: ·;)lders are. ::;erviced by the .i..ife 
Insurance CQI""oratioa thro·1gh its .tiranches ·.and 

. ( -.. . .. 
lJivisio:.1al 'ffices, ·centralised Cash Collaction 
Centres and Centralised Claims ~i"~rtm~nts. · .:~y 
coTinlaints · ·'::iy them a3,ainst the sar,v1ces are 

attehded to promntly at these ~laces as also 
th~ -~onal and Central Offices. of · th~ Cor·'"~;;ation. 
~arther, '.ltmost vigilance i's exercised in .cnecldn"' .. - . ~ 

'.1-pon the efficbncy of the offices thr<hgh Ins~ection: 
and Internal . '.uJi t E.~ ports . 

The Cor,orativn is always alive to the need for 

... ~ ~ .. 



C .,., .. >.,;. til ..., ... ' '. u. -· .1. .:.. .. , • ,a ... \,.a. J. .s.. ........ ·, 'f. • . 

imp~ovtng: its s~rvic2s to t~'" Insurea. It is 
also .. aW~'J!'El ... that there is considerable sco"a for 

im,l'~.~nt in its ~f£ici~r.~y. Ir'urthe~, e~ery 
affo.rt. ~s made to secu::e <accnoor; an-i to satisfy 
th~ ins·ired. 

from the Corporati:.Jn' s r~'>lies we find th01.t the 

standatd bf servic~·by the various·a~encies of the 
. . 

CotporatL,t"t J,s. not uniform ·ana the cor:-oration itself 'is 

aware tilat ther~ is a considerable scope for improVement 

in its efficiency• 

3.4.15. The ~ife .tnsl.:.rar. ~e -">gents· Federation ha:v:e.· in 

their Hemorand:lJII. to the ·Iork~rJg Gro•.l;) s•.xggested certain 

i!l!.:lr6ve "lents connected >..ritll ~ol:l..cy·1!)lders servicin.g. 
' ~ . . 

Their suggestions inter alia inc:i.•.de 

be considered cotll')lete unless· -accomp;:mied by proof of 

Imorovements 
in servicing 
suggested by 
tl1e L. I. A.~·, 
and N.F.I.F.~ 

date of b!rth _and· nomi!la:ti ~n; p:::-~.nt_bg on th~ policy 

doc,.ll!lent br aS an Anno:x•:-re t~ ... et-o hll terms and eonditions 

of the ~oiicy, tables of s~rre~er val~es, ~hotastat 

copy o~ proposal, pe::~onal stat:=;.wnt and medical re?ort for. 

all !><>licias over "s.lv, vvv and s'.1!\">1ying the same to '.others 

on demand. at·. a norn.in;~.L co~t; :translation of 1>olicy con .. 

di t 7.otl8 artd other literat~J:e i·ri :~h·= ·regional lanfpage; 

extensiOn of the g't<:t-ce p~r-i6.,l~ f9r~ ">Olicies· over 5 yaai's 

old from six mont.hs 1:0. 0~ y~ar; a,~l.lcati~n of'"the ' 



·autom:.:.t t:: .,:ii.:I-u.,.,. syst~ro ·'t:J LIC ·_,6licies .~t~. '·.~irnil~rly • 

the ~rat be.:.:'. F-aJeratlon of I~•1rance F-ield i.o~kcars .of India 

hava s•.1.-.~steJ in th~ir- .:e.nc::-ar.Jum that admlssion'of age. -··· 
and noilli :at~ .:>n n .. RS"~ :,.,.,~nt !':';.;z-= be. i;:u>isted • .. tpon pr"ier to 

ts!luancc of' lifa ~~lie;· anJ. that th~ interesu df ti:i~ 

'olicyhc :d~·~s t-rlll be better bfesua~ded it ttM 
corr.as·pondance ·is cone•.•ct~·i in. th~ reJional la~age and 

not in ~ngUsl-.• ;/e ha:-;e dealt with such or these 'points 
' . . . . . . 

as are conside~a! essential from the ?Oint of view of 

,olicyho~d~rs' servicing ·in the succeeding opara:gra:l)hs ana 

. have· made rie::essary recol71Illendat:ions in regard to thetb• 

ii:\ the i.. ~+-~-~.,.,..,;::":;.Of St;n•ende:.- Values;. loa.nii aM -Clalibii 
. ' 

!4\ Section 3.. ..er~, .1~ :Hal 'l'rith the §cfUle-1eri. r~l-ci..dtil 
:·irl !JOtne"dhat gre=.i:er datai: as prOJD:)t.. Se~~l~~ij·· ~~ ¢!aims• 

constit•.lteS nne c f the illl?Ortant_ aspects of efnci~nt 

seiViee to tile r -:::..icyc:~,_ ~~ers. 

the information-commu~loa~ed to us 
' . ' 

by the ~o"'"o ·ation, . t1~= J~td.ils of claims O\J~.~~~ng 
. ~ ,· 

for lnor~ 

....... co •••• 



.~eriod 

Hor.e than 3. months but· 
less than. o months~ · 
Uore than 5 months but 
les~ than '12 months •' 

More th.>.n 12 months • 

::iumber of· 
v:~tstandin"" .. • ·- :t • 
death clailiS. 

H.868 
Total: 2.7 ,Jv7 

ffuri .. ber of 
o'.1.t·s tancl ing 
~rity claim$. 

3 . .4:<1,8 •· .;fe at;e :of the .o-pinion that the number of out• 

Standipg Cla:l,~ ls staggerfng and reflects; ;.lpon·.th~ .. servi~e 

r~n.de~d .. by ·tl\e C9cyoration to its r>olicyhold~rs,. 

vn thi:! basis of th~.o information sup·,litad. to ~ by 

tJ:J:~ qotr.>o~t~on 'we' gi~ t~ percentages of maturity· claims 

o•.1tstahding: on :a.ccou·nt' of various reaso·.ns .. : 

bi:Scharge vo•.ichers and other 
re\"f.1ire ~nts. ret'.lrped bt 
policyholders ·very• late • 

?bl!cyllol~e•s not·· traceable~. 

!!:xcha:'nge eohtrol regulationS . 

tiant of age . p~oof' 

Other reasons. 

3.4·.zv.-·- . . . 

S81o · 

.15~ . 

. 11. 

5-.. .... 

5'1. 

s~ttlemant ·o:f·cieath cLaims according to the .. 

CorJ)oration is as under ; 

....... 



;;;.etw·~<m <late oi i.ntirution oi death and 
call in~:; for re.~·;.lirel7"'·mts • 

..l~t~~<:!~n callin'? for reQ".lir~uents anj . 
rec~int of r~qUire~nts. 

Jetween comnletion of all req.lirernents 
and iss'.le of discharge voucher. 

i:etW"een iss•.1e of discharge voacher and 
receipt of co~leted discharge voucher • 

.3etwe.<!n recei?t of discharge voucher 
and date of payment .. 

Days 

.lv. 

28 

Total; _l~~ days . 

.\S against t:liS • the av::rage period ta1.~en in 

sgttle 'lent of casas rec;·.1iring investigation ~as as long 

as 343 1ays. 
. . 

:h are 1nabl'i! to a~..,reciate the reasons for 

inordinate delays in the settlement of th.a maturity 
. . 

clai ~. It ao•,ears ~1at most of the claims are 

o·.1tstanlin~ on acco·.mt of th~ima ta1~·=n by tha ':>olicy

holders in i 1lfilling tD.a req 1irements incluiing return 

of discharge vo·tchers. In o·1r o.":i.nion, rnat1.1rity claims 

s~10 111 b.: dealt with li!r..e d ischc~.rg~ of t~1~ Fixed De ~os it 

:"ecei"DtS by Commarcial "'~t1n1~s and ';laid il'!h"ediately on 

maturity. .:>elays on acc·a.lnt of. 'llant of age proof. policy 

holders not returnin3 ·the discharg·= vouchers in ti~ and 



a1.s-:> th::JS'"! :.m acc·:Y.mt of -,olicyhold:ars bein;; untrac;;a!)l~ ~'J 

t ::> ·stpn' t:·~at no ?ZrS•.Jnalis..:J service- 1s ren.jaraa ·to t .. l.a 

-iolicyholders. -de b~lia.ve t~1.-,.t s=.1ch an im?ersonal 

a--,·~roach of the Cor':')oration is one of the· ba~ic fi:i.ctors 

im;:>eJing its ryrogress- in the oevel:mln2nt 9f life b,Jsiness 

"in O:tr co· .. mtry. ~ervice at the door by the .• gent \vitl 

eliminate th~ caus'es of these delays. This- as;;·~ct ·is- be1n? - . . ~ 

dealtO:w:t.th by ··us_ later in this ~ec'tion. 
' ' 'ro e:J..imiria.te deJ~eysc on accq;-±~q_f..~.:wari.t of .. age 

"?rciqf or' 'nom:l~t;ion· as s1~ggested bt the \"!:ants ari.~ 

Dev·do~i..~iit. G·fficers :Associations ·we;ecorrinJend.'-that ·no 

-pr<nosal -should be acc~ted ·'\>y~he Cor)oration ·1.1nless it 

is accQ.mpinied J?Y ·a~e :)roor and -nomination. 

3.4.23. 

th£ i,ntimadon 
- - - . 
. JrO.C~ ~;,:~s 

from life ins·~ranca _uH,l be t(~e only :so·.1rce of 

. . . ~ 

hcmd, d~4_th claims_ 'wh~dl req'i.lire inv'e~tigution sn-nlJ be 

finalised 14'ithin, a pedqd of. 1 month ·at t~l<!·riio~.1; -v~~~··Y!! 

the- :ave raga p;;rio;i of nearly a y~ar as :i,s ta'~en. bt. the 

C~r?oration at presant. b lCh dalays ar~~ 'ln,arcionable. 
' ' 

..... 



Correspon• 
dencc with 
the Policy~ 
holders in 
l<egiona_l 
Lanq,uage. 

C.-. · .. 'T :::... II I · ~ · ;:;i3CTI- ,... t;.. 

and ,dav:l6.., ct:> an int~gral '}art oi th2 social se·cr.lrity 

system in our CO'.lnt:ry. 

>7. 

:::.-.t:dng ·evidence thE> ';roup m.it with persistent 

demands for simnHfication of the procedure for age . 

. admi.ssions in respect of ~ral :oo1icyh:old~rs. Bec~us~ 1 of the 

low level of l~te!:acy ·;1e ca.m1ot expe~t- every. l:u~aL: policy

holder· to. furnish a 3cnool or other Certificate regarding . . _. . . . .. 

·~e •.. noroscopes pt:bduced . by the rural· policvhOlders .. 

are not generally accepted. as proof o~ age.· There .are no 

Municipa;Lities .:aving r2cords of v~ti!.l .statis.tics and, . . . 

t~1erefore , extracts from the birth regi&t?rs are. not easy·~ 

of ?ro:luction for age ~roof. 

~~e · 1~0 -!ld..L.!h~._refo!:~...._r~.C:.~ll'~":~d .that~ iri the case . 

Qf t>Olicyholders vlhO have not· attended .. any 3c;loois ~·tld ~<hO 

ar~ rss UiriR: in villages, a certificate about .age 'f:rom 
• . • • ' ' I 

·either ~1.1<.:! reven•.1e. official or th•::! villa~e ..?anchayat 
. ' . 

Official C!~ a statement co·.mtar-signed. by tw·o respectable 

.resid::!nts of.t~ viilage shoula· b~ accepted ior purpos~s 

of a.~_admis_sion. 

3.4 • 25. During evidence· it was yointed out· to '.15 that t:.Y:r.a 

correspondence by the i'olicyholders 1 .:.ii!rvicing D€::·)'-4rtm•mt 

of the· various :>ivisi::>ns w:ith th<:! '1vlicyholders is done 

only in ~nglish w~ich th~ vast majority of nolicyholders 

......... 



~8. 
I 

G.-~...?T:l:.o:t III - o:lJ.CTiv~~ 4. 

cannot understand •. The Ja;tiona.ll'~Jera.:ti.;~m of Ips=o,rance_, 

' Fial;d. :;Jor~~ers o-'f :t.nllia·: hav~ -stated .i.n their bamorand~a~ .to ·~s . ~ . . . . . -· . . ~ . '·-· . ·. .. .... . 

tha.t. thai iritere.st ·:of .th?-:: po_l,icyno-,#le.rs::will -bp-.::::l>,e~~e-;-
. ' . 

. ~4fe.gua7i4e,~ :f,( 'l;.he .. cor.resnondei:;l~a :with t.hetri is, condt,t~te.~ -.. . . . --· . - -· . . - . . .. ·., - . -

in t.h~ Regional Language and not in Eill!:lish. 

c~<:: recommana the.t ti1e COr"'1oratiori's correspondence 

with"·fhfJ :policynol<l~jt'S ·and p~rtict~lariy· ~ftb.",:tha 'rural·· 
) 

nolicyholders·,- should -as far as:: pos,sil;lte, be- -in tffi 

Regionallanguc:ge. All lit~ra~ure nertainins to U~a . •·.~ 
: ··. -.. •. ,.. ,. -. . '. - ~- ···.' . . ..... . .. ·. . . . . . ._. .. ~ ... 
In_s.ur;tnce, · forms and policy ~onditi_ons ,etc •• <"~hould be' made 

. . ... -. 
available to the policyholders in both English and tha 

p . • 

Regional Language. 

account:· 
~-4-~'25. ;ccordil-ig ·to· the Cor?orat ion;, .. Rs.5v lac-a< QU .f; .· Large amount: 

· of Claims & 
o:lf,-<:.la~m.s :.~~ ~s_ •. :3.v .,.,_lacs O!), ac:::c<>'.lnt ,of d,eposit~ ·4r.e· W+:f.t,. Deposits not 

paid. 
ten, b~ck. annually \.and adde9 back to Life Fund; because the 

whereabO'.l_ts of the claimants 
.. 

are not kno~n and efforts to 

contact.them.do not S".lcceed. It, therefore, a:>be~rs"thlit 

about;; l,:Sy!J to,?.~~~ ~1~~~ ,F\~e ~ing,,W:fit:teJ;l bac~-,_ .. annu~ll:y 

on this acco'.mt:. r.o;reover •. the "!'lZ'iting back of unclaimed 
~. :;' • : . . • -- !. 

ae-oos1ts would, in our opinion. affect about 15,uvv to 2u,v(lv 

"!)Olicies Which· would remair(l~p$ea· ·a_s· a result' i'nere-6£< 

3.4~~7. ·we· ·are •.1nable to understand how S'\1-Ch huge amo·mts 
' 

can be written back and the policyholder-? penalised on 
, '·"''IT'W·'i • • • 



~!aints. 

Ch....?Ui. III - ~XT!v . .T 4. 

acco mt oi t~~·-: Gor.~or.:.t; :m' s fail !lr:: -to· c ::~ntact their -. . . 

c~aimai).t~-· Lif..a insurance bus;.nass is highly ~~rsonaiis~d 
in character an.1 th~ v_ery ~act· .. tc..a~ ?-bout: '~5.5t./,: laCl? Of' 

de~th ·and m,citurity cl~imS are wti t.t~m .baci<' annually_ bz~ause 

the claimants 'are· riot traceable and another rs.:>O lacs are . -

complete data accordi.n1~ to the CQ:tt>~ora't:i.rin!&. ~'i=~;ame·nts .. 

c le arl,y; ?.roves' t~t .. ;bni: :c'Qrio-rat:i. ~ri· s··b'is ine~s·s"' ·rg'-· 

·'a'b'solutelY. imper.:.ortal ·and ·thr=re is no -persona_l c;:ont,apt .. 

of the ·~ent with tha policyhoici.ars·. 

·,1e a;-e- of.·th§. view. that .if the ~g~mt is ~equir~u 

t:O aeveioo and maintain· personal contacts With all 'policy-

'hola;;rs ani to· provide s::rvic.z ..;.t th:::ir door,- no ·such 

~ases naed.artse. 

-~ :~:~.l~ .. ~- The numba r of. compl'aint's recefv~d' bY: a: J.:.ife' \'JUice 

is :·also· .:an indication of_ the type of sarvice render ad to the 

r,)olicyh()lders-. • In the following ta~h w~ give. t~'le n·~~r .ar:\_, 

._'natur.~. ot .the comp.1a1nts rece1vea oy tne corporation's 

........... 
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various offices in 1!:.55-.l,; and lS-55;;;67 . 

Nature ·of comolai~ts . Y-aar 

1· Delay or mistake in "iss•.1e 1%5-65 
of A(!~eptan.ce I.e tter •· 
First ?remium.Receipt or 1%.5-57 
.?olicy ~Qr J?roposals ' · 
submitted .• · ·:· . ., · 

z. Delay ~r mistake.fn'issue 1~63-55 
of premium :rece iot 'or · 
nodces,etc. ·· ~ 1%o-67. 

3. I?elay or mistC!ke in supply-l%5-·oo 
1ng alaim.forns/settle- l~"--'7 ment of claims. , . . 0 -> 0 

4. Delay or:mistake in'loan 1%5-66 · 
ro:7tion. a,W./ or gran,:t~ng·· 1 S6.J;_67. 

5 •. Delay or mistB.ke in paid- . · 
up or su:rrender quotation 1 96.?-66 
and for making paid-up 
endorsement .or surrender 1!:>66-67 

: · -l>aytn=nts .. or age admission, 
6· ·ne~ay_;or .. mistake in com.:. ,1!:>65-66 
.. miSsion payi,IIent. :. 1966-67 
7 • ·Faily;re: ,~o acknowleclg~ 

or :reply:· to. let:t;ars not .1!:>65-66 ·. 
: .cove,;-ed __ PY_ 1.-6--a.bove_ and 1966-67 

. 9 below~., . · · · · . . 
s. :Mi_scd;La~~otis coJ¥pia;ints'. 1965.:66 

. nc:>t covered . b,y 1-7 above J...%6-6 7: . 
· and; s below. . : . . . ·· ... 

9. oei'ay! i!.n:·r~vtvai of·.'pol:i,cyl!:>~~.;·6o 
br;_gi\7fl1$ revNa.l. guota"" '·i1So~ .. ·67 
tion,ete•. ~ . · · ~ · 

. :'tOTAL: 1%.5-oG 
. ·. · .1S66.!61 

N•.1n1ber of com:>laints received by 
Central ~.o!li.it · uivis1onai 
Of fie~. Offices; uffices. 

783 

8v8 

2,175 

z.ue7 
2.Sl3 
2.683 

o82 
~6~ 

621 

77S 

2, 751 
2,8Sl 

t· 

* 
5,267 
6,u78 . .... 

15,2i2 
~_6, 295 

·2,213 

1.537 
56v 
6li5 
536 
58~ 

428 

3&2 

1,957 
l,S3S_ 

1S4 
.. 3.47 . 
2.322: 

· 2 t34S. · 

828 
7liO 

S,542 
·s,ss~ 

. =· 

. 1~164. 

1~v24 

4~527 

3~S79 

1,529 
2.,060 

2..6U4 
3,.51U 

7~5 

1,327 

4~5U7 
4,321 

649 
1,650 

5;81U.. 
,5 .,381 

1.467"" 
1,736 

23,U52 
24,988 

... N~B·d .s~ad.stics ;of, complaints rece iv~d; ~t Branch 
- QfJices are not compiled at t~ ~ntral 

Office 'of L:-! .G • · 

........ 



l~L 

--,-,.;·4~3~:··- .··It wtJ,.l be observ.ad from_tl:le.aboye:t~bl_e,_that _ 

t..ha:·'maJor c;;~.uses._ of colllDla~nts a:re delays/Illistak::s. in is~~ 

of pre~i_·~m notices/re.c~-ints, ·CO!Il'J\is'~tori. paymen,t a~d ·· 
•' -·· 

.loc.n-·.-.trO.J;'lS4C:C~.)ns, ..... J, he rumber of c'omp.lait}tS 're¢ei'vt:f.! ..... ' . .. ' .. ·-

91;' ·t-he: ~-~i:j:9ra::ti~ri- ~l.S,o. -a,~ !)ears· _to .;,e: :ili}@Qa_'lty __ :t~¥g~ 

1'1oreqv.er~ _c;~.s po1.n~.ed o~t. in 8ectiori 3. ·:'mc)s't: ~oi;;:·~~~·-. 
. . . - •. . - . ·-

grie_vapce el.ti;i:u~r beca'.l~e they .ar~ .re~.QnCiled~·t<;,:t~;,_. 
- ·. . \ - ·:· .. . ' --· -. 

ueteriora't:ihg stl:i.~ards';. o.f. service . or·: beca~se··· 't-i'ley· ar~; 

:igno:fant·or·;f.li:t~r~~~· 

;;s .4. :n.. . ;~'rom,:_.th.a:·:.1nrorma:~.io·n:·:s.apc:?U~~d. tq ;~>!-:o/~:.::f'~n,g · .. 

thc.l.t: Q?fr_ 'c)£' t~i.e: t_otal numb~r ·ot lQ,;~~:;, :~offiT!It~-i~~~<~ce:;vea. 

at the. _C.e,~.ralf Offic-e· durJ:ng 1%i5~61',:':]:;,414';·,:i~E\'~; 

apo·~t 45·.:~~ p::it~d)~d_ .to the '2st~rrl Z9p.e:~:.:;,,_-.{~cordl}ig·_' 

to 't;he;:¢oJi1?.C?-+~~lpnj :r~~- r~~a~iyel}r'.l~rge:~numb~t:'·o'e . . .. ·-' . . . .· --· .· . . -··. 
' ' 

cblliP'laint:s ··in .the :cistern. ::one.· did not, ·bav:a·:'i:uiy' ·ati\h~-r·se' 
. . . . . '.·:·f' 

:~f,fect on ~*is new biistness 'iri that ~one·;'· Thifr is a 
. . . ' ~ .' . . . 

st.range, u.~~-~:~pcoilyf-ndng arg~_m: ~na.smucn :as, it _igporefo 

~tl{;it_ much ··more business could. haV!<!, b~~ri e.ffectetl,: b:Y.:. 

i!.'le··cbroo'r~~ion had.i't not been for·~its·poor sta~rds .. 
. \·,. .t. . . .' . . . 

of service • : •. 'l:he Co:Cpoli~tion .Seelils to take "hoinplaints 

'fo:t···granted~· The Cor-'loration also seams to..~. _com, lately 

obliv:I..OI.ls ·of': :the · f.::c~ .th~t···-laps~ . rati~ -is';"t.h.a Jlighest i~ 

...... 



lv2. 

the·tasi:s-rn :.one .... : 1'.1;1~, Gq:c,:>or .... t:t.m has alsp not indtc.ated 
-~· ' • v- ' •" 0:. • • -_,'• ,\ ,• •' ' • •• ' 

what ste'ps ,ft :llas'f:*s.n: t;,c> .?=e,p1,eq:r. t~e:. r~la.tively larg~ 

n.unber •of:·:obtn)lla:i!nt'J'l·.d.n th:<r :::astern Cone. . . ~" ·. . . -· ' ,., . . . . . -

Another indicator ot •msatisfactocy sellin~·and 

d-=?lOrable SeNice is lap:satf:>~·. 'tt'\vas' h6t>ed. at the . 
-- _ ... ___ .... ' .. . . 

tine of nc:~,tionalisatbn that thro\lgh ciareful selling~· 

an-i effective servicing, the' lapse 'ratio' of new·\tife 

business -will 
• : • : .... 4 • ~ • . 

be substantially r~uced once the· life 

busine.ss was nationalised •.. 

3.4 ~.3\3. :: "''T-he .Cor':"orat·io.n.' s:.ove-x-all .. l<!.pse _ratio of 7 .4,/. is . '. . . . . - •·. . ..... ~ ·-. 1;: ·-- . . .· ... -~ . . - . - • ·- . . 

indeed ·high) :w<:Jr-itl.g lSS-3 the ,9v.-erall. lc:~,ps~ r~t;~o .o.:c 
. ' · .. · ' '· ' .· ... . ...... - .· . . . ' 

all the -pH:viitel·tns•lrerstil>la~] ~9 !!'~ ;,;• J;~_._,thi.~. cQ~ec~io~ 

it. wo·'ll~: & r~l~v;;tnt .. · to not~<~i;lat.;,,intE)!r-=c9-IJ.IP.f3.ny_ ~o~etit~on . :. . ~ ; . . .. · ·' ..... : '· ... ·~ .. -.:. . 

ryrior to nationalisation af~~cte9;~ne l~ps~. ra.tiP . . . . . ... \ - . . . . . .... ·~.- .. .. . 

adversely.. As a monopolis'tic organif?atiot:l, th2 

~-~::~u~~on shoulQ have done -c~~-tainiy·.·b~·i:t:e/ and tt: "i$' ~ 
~ .... - .. . . . . . ~ -· . . 

straJ;~,ge .tna.t. there qas been no imp~ovem~nt 1~ ·the. 'ta:pse · . . .. ·- . . 

ratiQ even .after 12 ·years ot its exis.tende; 
. . . . . . . -~· .. . . . 

3.4 .34v ... "i.Ccor~~ng· to. the .. Cor•Joration, overall lapse· ratio 

·for -~-Y~:;. ~one,-.~~ ::iy~~~n. ~e. not co~ile~.: --~h~s · i~ _ 

_ su_rpris ing indeed. 

Duration-wise a,nalysis of lapses for :...ones and 

....... 

High laryse 
rc1tio and 
~· 
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' . ~. 

Jiv:l.sio•lS ·has h-:!·~.n £i.lrni.:;h<iu bv Cor,oration. :.ccor~1ng 

to ti.lg Corc.-orc.tion .. the concL'.JsL.m basea on t~is alli:ilysis 

is tliat tha •tapses' 'v<:iry from region t9 region d~e to 

differ~nces in literacy stcindards ~ economic factors ,et:c. 

):>etw~en the re2ions • . This rilav be ;,artiall v correct. hut. 

in o•.1r qpiq,ion poor manage11ent· maaJ?S tro~r .b~sines~··a;~d, 

therefor~·,_i l)igh.·laps~·s· •. To .quote· oru;y: qne.' .i:nstanc~, 

irl the first three .Years· of issue :o.f .polides Calcutta 

;,;ivisip~ has hezn, show~ng ·tat,se. ,ratro: ·a~;·_high as,_6~:1o. 
and 'over 72/o' from its ne:w bu~iness .. of ·f~o~/M, ~qcL 
1S6;4/55 .. respectively, whel:'eas, Bombayc))i.vision has showri 

a lapse ratio. 0~ .abou~ :21/o .out .of 150.3/04 ·buslness arid 

about 17 t. out of 1SQ4/65 b·.lsiness ~ It camiot f:>e. ·said . . . . . . . . . . 

tnat the literacy .standards or the economic ·'factors 

l:a.ve been respo,nsible. for. this. w.ide diSp~ti:t .. 'in lapse 

ratios of these two Divisions; 

ro:.tio in t~e ·(:as~ of. D:(vtsio~ .wh;i,ch are ·.Predominantly 

rural are h:l,ghe~, tha~.· in '()ther .. Diy~s:ions' ~nd ·that. i.n 

S:dclition there .were continuotJs dr.oug1\ts in Raiasthan 

and Bihar with·conse.qilent failure of.crops •. iiowever 

the" statistics do not bear out thes_e_ s:vr~.e!;)ing. conclusions. 
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j •• , • '.37 • It may ·b-; ·hot.:d t~t ·out of. 1%~~61 neH b'asine:ss 
. . - • .• • • .r ~ ~. ' ~ ' 

of Ga:.lh;;;U ant}'~::izaffarpur·.bivist·'ffiS, li.lloand 7.~/0 _ 
. . ' ' . ~~ .... . . . . . _ .. .'· - .. . . . ·• . .. . . ·_ .. 

res'?ectively la.,.,sad before,- the close of th~, yeaz'~_'t~ 
. .. . 

quality ()f new.i:>•.Jsinj:ss ~s thus unsound. The-·la))saH9,ri 

. i~?- the_yaar, C?f ,iss~e of policies 'to· be as high as "41.' 

I.s ,pol: a rare p_he11omenon. w~ th Divis i~nal Uffice~: C1Uf:i.ng· 

the last five vears • 

3 ;4: •. 38 ,c :· 'In~ t:hi-5' ,com:ext: I.t may be relevant to· cruota the 

perc(i:ritage o:f i~'-'·~es in tb.e J'.s ~- · --Th~~~- p13~cent'ageS' ·· 

incluc!e'-,rtot' only.· the ''redticed- :.aid-·i':> 'poftdies :bUt ·at a~ . . . . 
surrend~r~ l:m~ Y~.~. they· ranged ·bet\veen s. u, . . to 5 .1i ~ri 
the· years 1S'57 ·t:o'''fss5: In rs6s it> w~s· s".ii.~ ~- tifis··· is 

askgairist t~· 6verai1 tipse rati~·'of ·7 .4i., iri. Irtdlci'· 

excl\:tdin..g s'urteilde'rs'. -· 

itm.>ortant reason for lapses is the deterioration ·iri 
the· gihhal ·e_cohouiic ~:~o~di tions in· the country;·"'~- ar·.a· 

atra1C1 w·e cannot accept this . as a: valid. reason: at all 
as ori tne'' contrary 'there·' has -15~eri' a ·_.sub:S.tll.nt::ial iinQrwe· 

mant 'in' tl:ie- ec6riomic ;.cbtlditiorts 'iii. 'th~ cotintrv after . 

nati'Onaftsatic>n ·a:~· th~ pet-:· capita: irlc~ma· at. 1.~4&·-'i'+S (( 
. . . . 
prices increased :from ··115.267 ;sin 1~55-56 to .. 2S8 ~3 .. in 

15>65 ..... 66 - ._a.n increase. of 11%. The other reasons 



adduce:l -oy. thi cor,orati:.m for 1~-ps~s care'· ': 

1• Ina:oiltty of t~t~ :;oUcy:i.1o19,er to: cop.tinue 
... iru;urance·. 

2. Forgettin2; to ?a;,.prem:i.~ 'in _time. 
. . . 

~· ::Inade"r:'llate facility for payr~~Zrit 'of: nr~~'.JI!l· 

'+• .Uissatisfaction with the services of- the insurer. 

5 •. "J.terations desire.d ~I) the .po~i~y,. ·. 

ensl.lre ~hat prope,r .initial selection of t'ne proponent is 
. - •'• 

exercised'\ by -tb"1 Agents· and· every 1!gent iS also advised 

and.·hel{;ed to··maintain a· 1:-eg':l.ster· indicating dUe .datas 

of premiUm anatloti-oes .'of· defauit of p.re~um are sent · 

to the Agent . 

,lith. a V!l.~vt to reducing lai;)Sation, 'the• 

Cor?oration.does .not'issua policy to~the·p~o?onent 

unle·s~ -~he policies: ·lapsed 'by hini.ln the.· •J·~;;rec.eding 

ye·ar·s at.e revived ; 

The Cor.,orat1on haS also >)..nder. _consid~ratL>n 
. . . : 

the ways. to· i11prove the sales· and servi~e .to 4-1.~n~.s! .A 

o'evelopment Officer respon~ible. ~!)t: .int:rod!Jcinq .spuriO'.lS 
• ... • w. • • • -••• 

business· is ·demoted, The rruml;>er; o.~ ·such. demotions. is not . --~ . . ' . . 
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3.4.43. The· view'S of the Hati·.md.l .Federati ;)n of 

Insurance li'ield ,fork~rs of Inlia ori this subject are 

as under :;;. 

1LIC ha.$. become . a 2LJ;:;) - <·ill:lU::i .oJSJ: i-lZ~!J. ~· E;U.t\Z 
Cui\;;'0LtLU'IU.N. Irt their mistak~rt zei:ll to show 
to .the Gover.rnnent · or to the ?arlia.mant or . 
the p~blic at large the ~~ce-believe success 
of . the. LIC •. the manageraect has. compelled 
the Development Officers to procure more and 
more business anyhow and somahow~. H:!ge · 
lapsation of business has, :ti:1erefore, been 
the natural. outcome of forced. sale of b\lSiness 
in the market.. Service conditions of the 
Oeveli:>pmen~ ·Officers have been so devised tha:t 
they ·are compelled to bring in b•Jsiness of . 
doubtful quality in order ·to justify las the 
management puts it) ell~Jl=nts. ·' 

3.4 .44. . We are af'i:'aid ye <io. not agree :that the. CoT!lora• 

tion' s attitude. is '!=O 1'r.ocure .. "more and more b"Jsiness 

. anyhow and somehow••.- In o'.lr view. th.:re is no. effective. · 

planning of bu~iness by the Cor~oration.p:r for that matter 

by tha sales_ oJ;ga¢-sat.~on with the result th.::t tha tar~et~. 

of business appea:r. to be undulv high. .In yiew· of the vast 

untappe.d j)Q:f:entiaJ. or ous7ne_ss a~ready mentio:.1ed 'I:>Y 1;1~ . 

in Section. l we do not consider th>J.t the ta:rgats. fixed .. 
. . . . . . . - . . -..: . . . ' 

by the Corporation. can be deemed.tp be unduly hign·by any 

stretch of imaginati~n. 

We. feel: that the Conoration has not made artY;, 

. seri~us endeavour to'-. arrest. th<?. high lapse. ratio which is f 

.... ' 

N .F. I.l!'. fi .1• s 
yiews. 

kemedy. 
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in a large meas·Jr:3, l'.le to th~ in~ffidant· .;u1d in:affect~ve. 
. . . 

..S·e'tlin,.. The· 1ost im.,ortant reaso~ ,iven by. the Coz:r>or;;ttion, 
: -~ Q ' . ..;;J . • 

. ' 
i.e., ".::1eterioration in the general· economic conditioru 

• • ,· ? t . . . 

"1'1ilich ·we do not: ~:&cce9t as correct, sh:ulJ hav~ be~n; tak~n, 

care of by collectirig ·•.term ins1rance pr~mi..im·•:'at ·the 

outset as recom"!kanded by •.JS earlier • .Thi{ sys-t;em ·witl ':also 

take care of· one more cause for lapsat:I.Qri, viz.~:~··;;!;nal:!lltty . . 

of the polfcyholder: to contin:Je insu~ance·i •. ··.:t'h,~. re:~ . . . - . . . . . ' . 
•· o.l' •' , ' • • , , ' '. ~ ~ ·,· • .~· ~- , ••• 1: I ' 

organisation of the Agency Force and the servi:ce ·at·:the .door 

of the policyholders as. iecOnmie'nded. by ·us should helP: ;in 
' . . , • : .. ·I • ' • ,,I 

comb.iting :t£1~ causes o,.:.U to l5) of lapsati'oh ··ref~rred~ .. t-d. :in 

paragraoh·J.4;.39; ·Th~ o~her T'ossible caul>es. for.l~ps~~.:v .. 

delay in.the d-aduction and remittance of the premi~·:af': 

Salary .";,a.vings Scherr.s and errors and delays ·:~n, ac~c()~..tilf . . 
of conCentration of new business in the Closi'ng ·Jri~:mills · 

-~ .. : .. ,. : . 
of c~~h·nd;;:.:t:' .:.r.J f:.nancial years shoul~: oo: elL:nlna.te(by 

an effici:gp.t· 'anj effective administration hav:l.ng,.proper 
. . . .. .. 

coorc;1ina~iciri with the officss 'Jnder Salary Savings Schene 
~ • 1 • . 

and effect~ve pians for sale and even-spread of .b~simiss 

through~·.1t. the· year. ·;ole do not appreciate, the Gorporation' s 
, • : r - • . 

decision not to issue ~olicy to a proponent unless the 

policies lapsed by him in th~ three preceding year~ . are· 

revived. This is j•..tst 1?enalising the ·pcilicyh;1der·in'an 

illogical and arbit~ry manner and tha restriction imposed 
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by the Gor·?ora:tion' is. unreas:>nabl~. 

_3.4.4;). In re:ply to our question _-wheth~r t:••= -corr~oration 

, had conside;.:ed any project of radically simplifying the 
. . ·· ... 

pa!)er \lOrk .bet"to7een t-he .p•.1blic artd the Cor·?oration and· 

ra tiona '.ising -i tskdmi.qis trat:iW?' proced•.lres , rec:ord keeping' 

anrl' other -op·:rations tCH~nable most efficfent manage_m:mt 

or b•.lsiness CI:Il~\ deploying of ·the· aaml.nl.strc..tive staff to 
. . . . -

mora creative~ w~rk as a.gainst mare· record keeping anl 

ro•.ltine f:unct: or:s, the CorPoration has replied in the 
• • • • # 

&tanda:rdis¢d .·various farms used in r~nderin.g service 'to 

the insured ·~nd .. has .liste•j some of..the. sitll'\)lifica'!:ions 

effected -ivhi~!:i.te of a routi.ne clilaracter only· and cannot 

.be, :cohs'idei-ed to 'be- radical in any, manner and cannot 

obvi o.1sly;:H~ve. ·any i~act on ei~her. <;:!ff;i.cien:cy·.·ar· effective

ness,.Jand. qu,l.cKIJess or service and ecox:tomy. ·'The· abovp · 

analysis: ~lP.arly show_s that :t~e Cildministra1li ve ··oattern 

an<l\-s.atvici'bg by th.a Corryo:::-ation ara -neither efficie-nt -nor 

.econoiM.cai· an~ nor satisfying . ;to .tl;Je · poli-cynoldc'rs. 
#j • • • • 

.-\nalys is of 
Corporation'' 
servicing . 

'!'he .. a<l~nistrative inachirerv has. t~refore. to b.! 

his r4ocut~~Gntati~n tfith th~ Corporation is keot .uotodat~ 
.to enatH.e ntm or pis successor to g~?t pz:ompt policy 

' ...... . 



~nts' 
role. 

luS. 

·servicing, policy loan 1 strrender, ad}.1stnent of deoosits 

an<, T>ronot settlem:mt o£ clai'DS • 

3.4 .48. · ho>·7ever, the real ans"er t::> the prob~em of poor i1 

inefficient service '.lnder the conditions ·~revailing· 

India lies in rendering of service .-t the door of the 

policyholders. This can only be done by the :-.gents 

of the Co~ora~ion. 

3,4.4S. .'l.n insurance ~~ent is tha focal point of copta~t 

betwean the·~ublic and the life insurer. It is the Agent 

who carrieis the l.lY~ssage of life ins,lrance to every 
., 

nook and corner oE'the co~try, sells the ~Qncept ~f 

life ins·lrance and seives. the life . insulted in all matters •' 
' 

regarding his policy throu~hout its entire term. li'7. is 

in essence the ·startin3 point in the process of mobilisa

tion. of the savings of the co~~nity. The extent of 

success of a life insu~~r in achieving the basi~ objectives 
. . . 

of social ·security for the community anci the .type of image 
' . -. . 

which he creates depends largely on the initiative, enter

?rise, dynamism and efficiency of the .;.gency Force. 

J,4.5u. The total number of policies in force as on 31st 

March 1~57 was l.lU·crores. To service this, the Corporation 

had 1,67 ,iJOO Agents and abo•.1t 8,5v0 Development Officers· 



ii.nG abo ~t: :.3v. UvV. administr.ative Stci.ff 0 

core· 

. . 
un an average, there":', 

':.n "":\5e~~- J;1a4 ,less th<..n .luu life p·olic:i9.s .to:-service. 
. J -

' . 
A Devetop~ent Q:f;ficer had 

.. .le:;ts. ··than 
15.i.tv life policir?s·. to·.' S'etvice ~ 

. . ' . 

· · 4vv lifE! policies' 'to ·service. - : . . . . 

. .~ 

3~4.51 ~. A:;Well- planned. sales. prOi;;L'<Ullllle cc:m enao.Le an 
. - - . 

Agen~··· t~ ~l!'ing· a )i~w~.iife policy on the. books.. with· .. 
:_-:. ~.:. ~. ~ . ~ . 

about 6 hOilrs''· sales' efforts •. ·rf : :~·(Ju -~qt.ive· .ho,~rs ~-re .. ; . . . . . ,. . 

:ievo'ted. trQ ·s.ellitk: ·durinf a.··y"ar ,"im ~v:::rra$e: ~\ge~t:· sl1.~·.Jid 
. . ,• -~ . . . . ; -. :· . 

~e d.U.I,tl ~O·I;3ell: l5V. iJ.~-i· life j)Olici~S· df an average Of;. . . . ,. . : . . . . . . 
;s,z, vvo. sum. i~ured:.o: .:~tth a,,.total · ne~. iife. ins!ranc_e· · 

sale of ~s~3 :·i~~~.pe,r;-~~enf agai.~~t l1s..4v ": 5-v~O~~- ;~r:.,Agerit• 
"hi_ch. is thE{<i~~~ ~t. pr~'sen~· •. · •Th~.,average new life· ... 

~- . ' ' ' • ,_'· '• ' • . • ' I ' 

insurance sal~ fo_~ .~~Development. Qfficel;' sl1o~.11d, there tore. 

be ~.5\:1 lacs:· ~g~inst. ns~:z .... :a·lac~ now. 

ile : are.constral.ned to _obs'ervl¥ from the· above 

analysis• that t:he· insurance ~i!.g~u ... · ... ., ... 1-'.c~pa.o;~-e: unaer· ~:na. 
. ·.. .. . . . 

oresent set-.'~"' to ··eff~ctively .ca~ry the: message :ot.-.1:'"'"' · 
:;; .. . . -· . . '-

insurance tu -.;v,-=+Y ·~v•uc• ;,o:L.d.ng ... the •con~ept of ·.life 
-·· . . . ,. _:. ,. 

insurance: and bringl.ng a.s many families on the · .bool~s. ,of. 

life insurance ,.i:;; pos;;i~le. 

. ..... . 
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J.4. 5::S. ::.;esid~s, as ·?ointed . .J•.lt e.:trV~r, ~he ins'1rance 

.Ag,znt practically renders no service <>; ?ljesent. Tile . 

. Agent j !.1St sells and th.:.t td(j ?.oor.ly. .f.ie :l,s rc:1rely se.en 

'by tJ;la policyholder once ·th~ life "olidy is sdld. by 4im. 

The. f•.mctions qf the· Agents as stated by the 

Cort;~oration are ••bringing .ne·w b•.1siness, .servici.qg th~ 

policyholders,: kee!ling basiness in force. and pr~pagati~ 
. . . 

the message of insuz:ance to people". · The Conorati~n 

h!ls no do•.1bt given the functions of .~he P.-sent but ·has 
' .. .. 

given· nd· rePly t.:: O'.lr question ' 1 ~n wh:a1; respects "is .he. 

wanting in rendering efficient service to_;the. policyholders?· 
. . .. :· . 

Car steps be ta~en to harness him to. render more active 

and efficient service at··the door of the insured?l' 

3.4.55. The CorJ?oration has stated .that efforts are made 
' 

to'l:rain the Agents to maintain ?olicy .r~cords by 

maintaining policyholders' liegist~r and that a cadre of 
I . • • • 

Senior Agents is contemplated by offe~ing certain· frirfge 

benefits. The Corporation has not stated the duties and 

functions proposed to be entrustea to Senior ~gents· 

Si~ilarly, in th~ case of Dcvalopment Officers the 

Corporation na:-s not replied to the question - ''What do 

you ·c:·onsider are his weaknesses and what steps· do you. .. . .. . 
propose to take to harnass him so that he will be a 

..... 
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C'.lltivati.ns · bette:r: nublic. rel.,tiJnsab and renJ.ering 

greater service t:l the ins·.n:ed? 1 .•• 11 th;.;,.t ti-12 CoX"'1oration 
·. 

has state::l in :t;;,1.is connection is t:, ... t . it is essential that 

the Agency i'orce is of a g~od .calibre, ·th,.t a.bO'.lt 8vio of 

the Agents do ,not continle for more than j years and tnat. 

tae Cor1oration depends mainly on th~ efforts of the 

DeveloJ?ment Officers for its new business. 

3 .4.56. 

under -

\.b) 

\.C) 

te; 

3~4.57. 

Th~ rJnctions of'a Development Officer are as 

To develo:> and increase the ';)rOd'.lCtion: of new 
life business in a planned way in the area 
allctted to them; · · 

·To g•.1iJe_, superv:ise md direct. the activities 
of all such Agents; 

To recruit and train new Agents so as to develo~ 
a stable agency force; 

To activise existing and motivate new Agents; 

To . render all such service to policyholders 
as conduce to better policy servicing; 

To m)rk in the c..rea: allotted to .:,.i:n as a 
representative of the Coruoration a.ad perform 
such. duties as the Cornoration may call upon 
him to do. 

The perfornance of the Agents and Development 

Officers during the years lSov to 1S66-67 will be noted 

..... 

Developner 
Officers 
role. 



fr.)m til~ followin?, table 

--------~--r---~~~~---~~~~---.k~~-er--age ~'l:l.of Average Averac,e 
Year 
End in;' 

~svelop- Lio.o.C ,:Jo.of insured 
m:nt active new active· 

Gfficers. Agents ~er policies Agent. 
v.Hicer. ;?er active J;s. 

Agent. 

. ~ 

. 
Hsv 5,8vu 17 • .:> 12.3 · 47, ~IJv 

1~51 7,128 17 .:.; 11.7 47,>00 
b62_;63 8,208 17.2 12:4 52,v70 
1!163-64 8,585 16.7. u.s 48' 355: 
1964-65 8. 720. 16.7 9.8 47,191 
H65-66 8,613 17.2 10.5 53,315 
1966-'67 8,513 16.9 . 5.8 . 52,573 

sum 
by. 
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3.4.58. It would be observed.from the above table that 

the average number of active Agents per Deve1opment'Officer 

is stagnant at arouad 17 and the average number of policies 

?er active Agent has varied between 10 - 12~ •. The 

st.:~.tistics are reveafing indeed and indicate· ·that the 
. 

Development Officer is not satisfactorily discharging tus 

pri!llctry f•.mction of motivating and training a dynamic Agency 

Force. There co·1ld b~ no conceivable difficulty in 

each Cevelooment Officer augmenting his Agency Force 

by at least 6 to 6 trained active .~ents per annum. 
. .. ~ 

'N.:n on a very modest assumption of rupees· tl-1ree lakhs 

ne-v; business P,er active. Agent each Development vfficer 

should have ])reduced a business of ns.Sv la.~~ at least 
........ 
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as against r.s. 7 to 3 lacs no\"l. In fact, for th~ 

rem·lneration received eac~l Levelo;>ment .Officer si.'lO'lld 

by himself be ·in a ryosition t:) brin~ in nev1 business oi 
·. . 0 . 

vs.7 to 3 lacs Per annum with-iut havin,3 the farce of an 

Agency Force. r:lor-.:over, .. the tyoe of business ?rocured 

is of a doubtful ·"''lality and is responsibl:: for huge 

lapsati:m on the a.i.I.F~,<.I's o;vn admission i..cf.')ara 3.4.43;. 

It is, therefore, evident that not only the .insurance 

agent has failed in carrying the message of life 

insurance t:.o every home, the Develo?ment Officer ha.s 

also failed to fulfir the task assigned -to him~ 

3.4.5~. 1-le had enquired of the Corf?oratLm ·•If the 

Agent i~ made to render all the services at the door of 

the insured incbding 1:>remium GOUection o?viating the need 

for prenium notices and premium receipts and all oth2r 

service, how many of the 52, vuv em?loyees "~<Till be 

rendered S'.lrplus ~a) with t.he administration f'.llly com

puterised; i..b; with the administration mechanised but not 

computerised ?' 1 The Corooration' s r;aply ~s. that policy

holders servicing can be divided into two I'arts, n~mely 

~iJ Service in th~ natu~e of counsellin~; and . . ·. . 

lii; Service constituting action i? the offic~, 

Ac;cording to the Corloration, service in the nature c.f 

......... 

Feasibility 
of service 
at the door 
by Agents. 
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co·msellin~ ·.,.nld incl•.1de advising an1 CC'l!:lSeiling in. 

matters succ1 as a~e admission, noi:;i!ld.tion and assignrilent 

which will call fo-r:. the highly :_:>ersonalised s;arvice: by 

the Agent and the i.Jevelor-roent Officer. ~.~ouever; .it has 

to· be noted that neither the ..:;.gent nor the Jevelopment 
. ' . 

Cff:!.cer renders s·c1cl1 personalised service ·at ,.,resent· . . 

There are a large number of. 'lolicies w·itho•Jt. age 

ad'T!ission, nominati.m or assignment; ~vi th the result. 

t:1at cl::d.rns settle'llents are delayed anJ large amounts 

of O'.ltstan~in7 claims have accumulated . . .-

3. 4.6v. •i.ccordin3 to the Cor'>oration, the following -

' f•mctions f.an under the concel't. of service repr<:lsent~ng 

action at the :_:,ffice,. b•.1tthis c:uld,.:in·our O:!Jinior.,,'oe 

safely entrusted to the .\ge.nts for the. reasons and_ 

observations given thereagainst• : 

U :1 Iss :.te of -:-rernh.uil notices - }Ji 1:n 1:n-;. agen1: servJ.c 1ng 

at the doo::-, a ?rOYJer procedure·. could· b:~ -devised to -, 

obviate the is:sue of -prerni•c1m notices. It wilL·be .. the· 

Agent's responSibility to visit. the p __ olicyholder and_. 

· remind him from time to time abo•c1t his pre -1ium. 

~?..1 Collection of renewal nremiums - The .;gent sho.1ld be 

able to maintain a list of ~rerni'.l!DS due date-wise, collect 

an:l deoosi t r~newal premiums as and ;1hen th~y fall due· 

..... 



u.s . 

. and.· iss;~e ·receipts therefor in the ryre.-niutil .-,ass book · 

iss•~d to the T!Olicyholder anJ send to the branch arid tne 

Nechanfs_ed ·control Section at the 'JivtsLm a. statement 6f 

premiUIIlS .received. 

{3.J :{spe_ of; 9~fC3;ult .'Totices ·:. The ~ent ·will know .the·· 

policy on which premiums are· nOt :·naid ·and \-d:ll Her· 

re·minding th~ policyhoider. re;piariy. · Ho1•ev"er;. to P:t:"event . 

defalcation, aefault notices sh<Sd.id"be 'sent-to-the life . . ·:: ·~' . ··-. 

insured -~d th.e Developmartt Dffit~l:- 1:-eguia:t>ly; 

~4~ ~-'iaintena.:nce of individua~ policyholders' p.retn.iw..n. · 

accounts ... This will be shown ''in'':?o'licyholders I ·::>remLlm _. 

Pa~s ,Boc;>k ~ The nremium .\c-courif ·will" 'be: maint:ained .:at the,. 

Branch also with-the help of· tne liilchanised Centre -at th~ 

Divisional Office. Besides, ·the Ag'ant ·will· also: be· ~bla. to 

cert:i,fy· the l,lptocia te position· regarding :>renrl:um ,,a:ich: 
t5{ .. I)ee:Hng _in deposit amounts recefved which::cannot p~: 

inune'diately adjust?d tot-7ards .. ren;;'vi'al pram:Lum-and .,to 'be! 

a<liusted ·la:ter: There· v1ili ~be iio ., such unadjusted de?osits 

since the A!?ient 'will :himself':::;2al~;;iat~ ahd ~-at·way~ coll~ct 
' . . . .. - . . . - - ... -·-~ -. . . . ·_ . . . :·:· ' . . , . . ' . 
J;.he. -~xact. amo•lnt'~necessary ·for e.ach· occas idn.· 

:(6J ·;'ReviV'al qf lap~·ed ·polieie::{ - nii{-~erit :a an .do, this•: 

-'13es !CI-Z·s, ··if Jfie' ·'$ystem s,.i3gested' by· ils: · :i:n· 's-e~'ti·ona, 
•. - . .. ,. •• -1· ' . -. • • .,._ .• •. --. • . ' ._ ' • 4 --· • • • • • - ·-

:.'na~ly .. .'colled:ing at tb:i. outset·, term lriSuranee;: ;: r 

~ pf.~~~ri!: ~.C?r 2. years 'as ·de post( is -followed' fo-r.·.eva_r}'·} 
... • ... 

" . 
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co·msellin::: ·~rYlld incl11de .advising an-:1 co'Inseiling in 

matters SCC~1 c.S a'3e admission, nor:!ind.t{on and assignlllt!nt 

which will call' fo-.:. the highly ?ersonalised service: by 

the .Ag.ant and the Jevelopment Officer. -l~O'\Ieve:r; .it has 

to be noted that neither the ..:>.gent nor the :Jevelopment 
0 • 

Cf£1.cer renders s·c1c!1 personalised service ·at ''resent. 

There are a large number of. "olicies. ;,ritho•1t- age 

ad'llission, nominati om or assignment; ~•i th the res~lt 
0 

'. 

t:1at cl a5.rns settle'llents are delayed anj larga amounts 

of o~tstanjin? claims bave accum~lated . ..... 

• kcordin3 to the Corryoration, t:ne toll owing .. 

' functions £.all under the conce?t of service reprasent~ng 

action at tl1e ;:office,. b•.1t-this c;>lld,o:in oo~r o~inion,,oe 

safely entrusted to the .\:;ents for the 0 :reasons and. 

observations given thereagainst· : 

lb Iss:1e of -:-remhun notices - . }Jitn t:h~. Agent servicing 

at the door, a J?rO[J.er proced~re·. could· b.~ ·Jevised to 

obviate the is:;ue of premi•.1m notices. It ''ill:--be .. the 

Agent's responsibility to visit_ the l'oli.cyholder and 

- remind him from time to time abo~t his :ore 1ium. 

\2.1 Collection of remnral nremi~ms - The .;gent sho 1ld be 

able to maintain a list of ryremi~ due date-wise, collect 

an~ denosi t r;,;newal premiums as and ;1hen they fall clue 



u.s. 

. ~ -:· ,. . . 
and. issue ·receipts therefor in the· '">re,nium ryass oook · 

iss·Jed to th~ rfolicyholder an..i send to the branch arid the 

Nechani·s~d Control Section at the "'Jivi.sl.:m a. statement of ... 
Premiums received. 

0 '' ' ·, M o • 

(3.) ~s-~·:.1e_ o~ !J~_fauh .'IOtlces - The :Agent ·\fill know .thEr · 

policy ·on: which pr~miums are ·not:·o~dd 'and "vd.U·Hi:r . •'·. . ' 
' . 

reminding the polfcyhoider. reg•.1iariy. · Ho-,ve"e-r, to p:rev.ent 

. defalcation, default notices shddidi 1be "sent· to- the life 
. - . - - '.\ . " ' ~ .. 

ins'.l:t"ed i;lnd the Develo-pmant etficer'l:'e~.lLlrly; 
• .. I -~· . 

V1-1 ~'Ja1ntena:nce of individual poii~yholders 1 prem_iuPI 
••·. • "'• . . • :. ' ! ,,. • • • : I 

accounts ... This wiil be shown ""iii ":?olicyholde!=s 1 ·:?rami·..lll! , .. 

ea~s ).1oqk. The nremium· .\c.cnurit ·wili''b·a: mairit'ained )at th~. 

Branch a;Lso with·the help of· th:a Uachanised Centre ·at th~ 
:. : 

Divisional Office. :desides'~---the .Aii~nt ·'~Tili.- ats:c>: he' ablz .. to 

cert:i,fy· the ~ptodate position r~garding "6ierri:i:um ·':;)a:ici.r.~ 
. . . ,4. . : 

t5{,. I).ae,.,ing in deposit ;imount~ recedved whicn:.-cannot :be,: 

immediately adjust?d towards" ··reoo'-i'al pr.amium-and ,,tQ 'be 

a<Jjusted later~- There <lill·be no·'such tinadjusted ·det~osits 
•: ·. . 

since tfui .Aient ·wnl :himself.;;~al~tiiate ahd'aiway~ coll~ct 

·exact· amocinf.~:iie.c"essary'·fdr· ea~h-' occ.aSion. . . - ·.. -

Rey;(val qf lapsed poli.Ci~s-- ~ -~ent :aan .do. th:i,.s( 

nalll¢ ly,.. -'c;?llec Hng at the,. cui set·, 
r . -· ., ; ; - . -·---, -- .... 

pr.e!lll~n'!. f_or 2 years ·a.s deposit :rs .. . ·. -·· ·-·· . -.. 

term "iii$iiranee;: 

.followed' fo1:c;.avaq"/ 
• • !' ••• 
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i...l.2T -::.1. nr - ~zcTICl~ .,. . 

. oolicy a reviv<ll of the ,)olicy will not involve any 

medi~al check~u-,, etc •. , b•.1t only cf~cul,at:i.?!l· ~9.-f; intere s~ · 

If. thz table of interest charges is simp1,ified, :revival.' 

of lap~~d ryolicies can be very si1lt?le and most.~:<:~; 1;;he 

\lOrk in. tu~,;;; connecnon c~ be, done by the ~ent~: 

1.1 1 . Convt::~ ::o.L.Jr~ o.~; 'JOJ.~c~es ·lnto_ pa1d-U'J _or effecting -

other alterations - Th~ _Age~t can ca.Lcu.Late the T)aid~,'lP 

vaiue. o~ the consideration arno:1nt reciuirE..~ ... v ... -. a. ..... "' .. d.L..Lun 
. ... . . - ~ : . . - . 

~. . .. 
auu can. get: t:hS consent letter from the life assured 

d.fld . send this -WJ,.t:n. the '(l.Olicy to· the .orancn • .Lnls Wlll 
:. :! / . . .f 

substantially z;educe the;. op·aratio!lS. involved . in this 

sec·t~on o~. wo.rk. 

\£1' .. Age admissbn, nomlnati•Jn and -a~sign'!na_nt - Agent . . . . . \. . . . . .. •. . .... ~ . ' .. 

can finali:s~ all ih-:: detail!:! and se:nd to _toe Branch for. 

registration •. Such a proce~'JrE! W:ill: obviat~. the, need .for 

~ny .c.ommunication tQ ·ancl fro • 
. , 

lS) Grant of loan and sux:renu-=; .. vaLues.- ·.Agents :will' 
.... · . 

know .. the,_·status: of. the policy • l.in .. f9rce. ot:_, !lOt);· .. w.ill, 
. - ~ . . 

know surrender value and loai). value __ ... nd >•1U have blank 

a??liCation forms 1-lhic-h, Will :be .. as good,; ~S.·surrender or 
.. • -. • • ·• .• ;~' • . . . ~ : • .• . : ·. ~;.:···,! •.. -. • •...• : ... :- ~ 

l:Oa~ contr~cit; •' .. If t_he pr.oc~4ur~~- "are. si~p-}.ifi~{ the:. _Agent 
. . ~ ~ 

.. can et;J,s',lre .completion· of a,ll J;h.a formalit:ias,na!JlelY:£:tlling 
.. . . .. · .. ~ .. :.~: .• ':"·.: · ... -'-:--·· ...... : .. ! . ~-~, •. : :~>~;· -·:·. -~-·-·~. 

up of .the B.':l"1lication form, c~l:~ecting -~he -policy .. ta,king 

signat'J.re of the-~s~~red or the assi<:zne~;. etc~,from:th~:; 
. . . .... .. . . . . . . 
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~olicyh?lder ··at ·a:t:s do?r and delivar the saone to the . . 
Branch ~~ice 'lii1.ere the ~;~u::ren:ier,. va:b:8 or 'loan sho 1fi 

' 
",E made avail~b~e :within 'i day. >Tnqer such:-~ svstem, "th.a 

. ~;ranch has~ onJy ,to chec 1~;.· • .1!' the .. ~al'~~latioris ancf· the! fortiiS 

c~mj:}let~<f--bv the· ~erjt. ·J.n a comrtlerctai ·und'ert~¥-ini working 

under high '?ressure" competit'i6ti, .it; should lla possible to' 
. . . . ·~ . , .. r· •. 

_organise- a method wn~reuhder' loan· or s'..,trtena~r '~heques' are 

g1ven within ho~r~ )?f .receipt' <lf t~~ c~mple:tea doc .lments 

:from,· th~-·~ent.· 

.,ll,v.n Taki~ nota: of' changia. of addres~ anj- tr'art.~f~~. "of· 

.po,li,~y ~ The Agen6 \.ii_n.know· this :aJ:ld- ~rill com .. ruhicate 

th:ls· .in tl:ie. ~o~rect ... ,w~yt.·· :3esides, i~ . .will 'b'Et· t~ Agent who· 
.•. . . -. . ' 

wil~ .:be,-·T'f!ainly copt·a,ctin~·- t!Y,t'policyholder~ aild.": ih;refore .' -- . . .. . ' . . . . - ' . 

the poll.e}"'\10lder offi!.;~s.-,to -inform: 

u lJ . ;::lettle~nt of claimS ;.;: "s'ince' all;: .the. .<J.e:eii:1is~: of -the 
~ ~ 'l ... , -. . • •• •· ., •• -- : ••. . ... . 

oolJcY. ,wilP.be._.uptodat:?;; ,age aaitiltbad, vt~mi\.nn ti()sltion 
. I ·~ • ·' • . • . 

:.:.L~ar.L:>r·KriO<iai, ·the. ~~nt: · i.hi ~'lose ·cont'act· wi i:h the family 
c.- ~ . • •·• . • .. 

COntiOUO'.!Sly .- it~ vlill. be: ~OSSi,bla for the '<ligen~ 00 thiil 
. . 

death O.I" L:ne ~nsurea tQ :cotnpl~t~ cill·· t~"! 1 ~l'e~r.n forms:;-' 
. ,, .. 

~et them:verffied-:-'by. the: D~nteloprn;a·nt· officer ~nd:·aubmit 

them to th-i' :tiranch exoeditiou.sly. ::xte'pt' ifi:.a,·$~11 · · 

pereentiige of. Claims- to 'be ._-:ii_W"ast, igatad, ·aU:; otn~r ~·lai ms 



C . .i :...'r:~. III - .:..·xrr1,.'l'l '4. 

.. 
probably. in less than a ·wez~. 

,Oli, .~:d~ic~ tb ~-:)H~yl1olde:i;-~ am legal·interpr~~ati;>n 

of t;he ·terms ;'of ?6iicy·: contracts .;J.ni(ot:her·:,m;i.§icg1l~b.~6us . 
.' · ..• '' .• . l·, : . : '. ' l. . 

i1ork - The ?6llcy -~on.:i'itions can be :~w·>simplif~~d thaJ;: 

be very ra~e' anc:-'insi~nifibarit percentage· of. tl:le,._:present w·ork 
': . . 

tle' therefore, recommend th~t' 'the 'afo~esld .. a.i 
. . . 

servicing. sh;;luld 

US t there ·is .. no .reason W':ly ,.ttJ.: Agents cannot re!i.der these : 

service's, ·:i.na~penden.tly in ·!llP-~t ~ases . and bY. .J?erSonai' dis.-'. 

_cus~£on -~i.th•'the i>;a!)Ch l·~nc;tgers. in tllOSe cases'w·hlch are . 

.coiiiPJ.ex. irt:: charac_~~r• .. •. ·.rn:= .Adl)lin;i:stratfv~ ~.!anticiis~:pr~pared 

by th~. ccH:-?ora:tl.on -sh$?'\1~::'1 p,rpvide all .'the . nec.essary· guida.nc~ 

to t:ne Agents -.f?or :"Olicy se~~c-~n~.. The_ niaruai; sl:i.o~~ld not 
' ' I ' ... - .• · •, _,, . ' ' 

prcnrid~ · f~r'·ariy. "'""'.!' ... "'~' p~oce~lUres or comPlicated ·'C'~l:cuia-
: • l' f : • . • • • • • • ~ • . • ..... . • l . . . . 

tions'' 'bile s·hddd:•giYe· .Si~~~ ... .ru:t~_s, of' wo~kiri' ori 'any inatter. 

ot'senhd'tt \d -ipol,icyhq1.4t?~, ~ ,. ;A~~ordini t~- o~;. :d~nc~p~· t):le 

~en't can and sho·.1i~ be a persoi:i thoro~3hly- hii.n:e·cf i:n:'a 

...... 
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model offiCe an:' not mer.sly a person who is imart:<!d 
·... . ··. . '· 

theoreticaL an4. oral, ~~c:dning/ i~tr;cti~ns; thr.:>:i~h manuals.· 

..,ossltiflitj ·'of" ·~rend.ering any of .·the .52, uvy emplo}7e~ s s'.lr"?lus; 

on "the 'ccfntrary, :. it i:S cpJ.it~ iikely tl:l..at ·!!lore. ps::>ple · mciy . . . . . 

hct* :.:to .:be: employed<toode"al w:i;th "the {:~rrespondence the;.~ 
. .. . ....... 

WO'J.ld imyitably arise as a·result of IJiistakes ~de 

l:>y .. Agents· in collecting premiums:, faiV.1re .on the part . ' . . . '• . _ ... 
uf: .r,~e agent:s t:o c ........ .vu '::~l'= pu.L.Lcy!loijers promptly. ·aha. 

so on. Como'.lterisation ~o~ld not preclude the confusion 

a;rising. f:r~f!l the· failure of the A&ents to ·do tha \"i'oi!<: 
- - ~ .- . 

of ;!:he !)rem.ium . .cp;J.).ection l'romptly and efficiently artd~· 

the;refor~, t}:l,i~?. fc:>r..;c,ast T:Jo·:~l.4 apply t:o· a coniputei-ised· 

·administration as fully as to a non-comp'.lterlsed 

aam+m.s.t:rat:J,On". 

3;.:k•63 .• 
-~-- .. _, ··. 

. . .. 

. st~te.d_,,Py_u!> t~ Aszent,;s.ho.lld.,pe:,t;h,oro•lgi'f.lY;· t;rained, and 

of :~te:3.te.d · abi.U.t;~, ·~9 ~;_:x:p~ne~~~. 42~ :f-4e:;>, the prgc,ed~s 

should. ·be· :s·Q ,~trm£lifi.;!:d. t,hc:u..-·.•'-l•-= .,..,;~nL.. ,wJ.J.l .. have .t;lO . . ··- . . ' ,... . .. ' ~· .... ·.. . . . . . - . 

difft~1.11~_;,!p.-,~ervici.pg·,.~t,t~:doqr ~ .. l'h~ de£al.c.9-tions, 

,i;;f i. apy; :.can ba. taken .cara of. bv means of fiqeli ty. ,g~~rantee 

Msg._lZ9-AC~{.:Fur:t;her •. the, chance~. of disho.f!es);y 9~ fraud 
..... 
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' • < • 

·· '····- _,,. 't.h"; .:.·:-::.ent •.1i11 ·no.t .r.is~ ·,ti. 1_ 1_ be v=. ry · ::;m..ll in<Ls~nuc.'i_ ~- - - ,...._ 
. 1 . . . . '-loc'c o·.c.; sacrificing nis monopoly ()!; cu tl. vatw~ iUS-~"'. . · ... '-.. 

fam1li.:s ~n.i th~: consequent .steacly incor12. ·• In.·-~·J.r:. 
. . . 

o,.,ihion, th:; d.ecentralisati:ln of -;,owers·:to the• .:ira.n¢he;:; 
; ' -: .. 

an.l rendering service at tl1e dobr-ste;)· of .tile·lptiiicy-:-. 

holder sh:J'llJ. s~1bstantiall'y ;reduce 'Dapar ~.rork all t:oup.d 

3.4,->4.. ·/•fter e~minin~ the varb~s i~cets of 'OplieY· 
. ~ ' . . - . . . . . -l ,•.: ',, : ... 

holders I servic.inz. >Ia. are. of the vie·j th:..t the" COt':\ora-
• • . .... • ! .. _- ! - : . • •. ·• '· ' ' ': ... J 

tioQ his failec to dischar,?;e Its b'asl.c reSpOhsibilf~ies -~ 

to the ~olicyholders in regard to ·Dost-sales -s~rvica" 
''· ;• •. ,. 'I ,. :-.-;. ; .. 

and !t:t mal< in~ iris11rc.nce widely Poo•J.lal" ;'In ~·.ir ~birliot - . . .. . . ' . .. . . :. .... 
to Drotect· th£ interests -of the 1)olic-yhi:>tder.S-- arid :to· · 

I 
'0,' I .:;l ,. ' 

malce .th-= ·Gor...,orc:.tion an effect·i;e i·iis-trhinetl.t -for tl-ie( 
• • • • • • ••• • • • • • • ; 4 • • • • : • : ~- • • • • • • • .: • • -. 't 

mobilisation· of ..,,J.blic savings· an·d th.is realtS:in~' the 
. . . • ~ . . • .• :· ; j···' .. ' . • . ; • . . :. : . . . ' : . 

objective$, of nationalisation, ·radicarstrili::turai'' and-·. 
. ,' . . ~ . :. .- . : . .. . : \. .. : . . . . . ~ . . 

func.tional change;:; are necessary. ·de ·;]o•J.ld, · therefore; 
. - . . . ,. . . .:; . __ : ;.'· . ·. i . . .. : . . . 

recomrilehd. the establishment· of a stable 'Agency Force . · 
. . :. ;_ ..... . 

entr.Jst~d ~1ith the ta.s1-;. of dev~lcming 'life: ·in.s···frarrce·. 
• ' I • • • - • . • . 

b:J.siness- intensively sectoruise. T'.ne ·Agent .ShO'.Jld. be 

fuily responsible for se~icirig tfie .. ~olicyholders ·in 

each sac·tor thro',lghout tn~· ·c,J.n-ency ·0£ ·the term of 1 

poiic}> T;7~1:i.Ch may range from 1~ Years to. 4u years and: act 

as a ft'i.:!nd, lCihilosooh::!r and ~..1ide to the . i:iblieyholder 

......... 



king-'.)in in the or~anisation ":nd will' in fact' . be 

the Cor,.,oration -,ersoni.f~ed in the sector allotted 

to him anj :will be in a :>osition to carry the me$sag~ 

o~ in~..1rance to ~very h.o•..Jsehol:d ·ft?nis: s~·ctor; .thereby 
. . .· 

mo.b:l.lising the savings of.every h~usehold in.his.area 
;. .. .. :· .: : . · ..... -;. .. .. .. - . .... . -. .. . .. . .. ··- ... ~· . .. . - -- . 

df, o-oerati,on •. · TP.e .Agent shall also nrovide the much_ 
r·~-: ::.~· : .. ~ ... : :.. ··,;-____ :.: ..... -. ------- . - ... . -·.- . . ..... . 
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needed, personalised service at. the· door of the. pc;>Iicyholder ~-
• ,· o • • • • •• • • L ' - ., •• • • •- • • •• •-- • • ~ • • , • • , • ' ' , - • 

'3i4:.;6:5-t------··.:_.Serv:i:ce a;:c ·:cnEl aoo_r· o:f;..-.the. ·t,>olicyholder. by the 
. .. - . - . .. ·. .. . . . . . . /.. . . : : 

~ent -w:Ll-l:''elimtruite the> c·~.lses of delay a~d harassment 

:Ld-~·th'e ':servi'cing· wni~:h:...·.are at ·pres'ent the bane "of 'the 
- . . - . . . . . . . . : . ' . . . - ,. . 

organisation;. IntroducH~.n· of this. sea:vice will res~lt . 
. - .. - .. - .. . 

in eff.icient administration and will· also .anab;l,e .tl:J.a 
~ .. : . • . _! . ·. f ,.. • •• ·.. ;"' ~ .,_ ·_. : .. -. ' : • • ,, ·: ' "": • - • • • . • 

Cor~orati-Jn Jo __ '..ltJ .. lise ,?.£-fec.tively a .. supstantial _pa-rt . : : ~~:. - .. . .. _ . . . -· , . . _. ' . 

of ,the sta:ff _pre.~~ntly epgagad in • .-'olj,cyholde,rs 1 s~rvicing 
~ . . - . ,-.- .. ·. . .· "' .. ·' . : .: . . - . 

work -.i_Il t.be. var.ious .. Off;i,ces. of :the. Cornora:ti;m -for .more 
- :.. - : .• -. . -' t.-.1 . .• ~ . .... • . . - • -- • . . . . • •• .. . . . . . . . • . -

us.?t'ul ,anc:t produc:tj,y.e, work in ,th,a,, fi~ld~·:}le.- ar~ ·. . . . . ·- . - - -

separat~ly_ r,eco~ndi~ .z.:adical,. st~c,t1.1r,al. :e,~anges -in 
.. -·-- . . . .. . . - . . - -- ... - ... .. . . --... .. . ·, -·· . 

. tb~ ~dm,i.ni.,s:tr~1:~Yeb.attern .. ~f th2 .C9:n>ora_t;ion :;i.Jl:V.Qlving . 
. - . . .. - .. - - . . .: 

de~entral.isat.~qn.. o~ most of tne. f·.1ncti_o~,, pi;. :!=he, . 
. , . · .. : . . .; -::-:. -~ . . ..... . . . .. : - . . _._ . . .. ·- .... -.. . . . :· . 

, C!=>~-9-rat~c;m. to. :the_ ~~ches. and the ~:O.ol~ti,on of, :..onal 
o f >, H ~ o • - o ••' • • ' '• • • •- o o 

Off'ic~.s •· ·'This w,i~l. al~9 e~ple ·_the_ Conorat.i...<.m: to .. 4a1'loy 
. '-·: .. ·- - .- .. ,.--~ --... :· -' . -

. ad4i. t!9nai:. s~~fi: f-<?t:·=:f'i~l(;} ~9:rl<: ·c. 
.. . . -. .·· . . . . 

..... 
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3.4.oo. 

3loc1< vffic~rs ~!:;etvice and Develo..Jm=.ntJ Clas~ r.n:· 7~~- .. 
seal~ of p~y, and allowances for the. ,n~k o"f~~cers .sho'.ll~ 

' . . .: ' ,; ~ :. 
and illock Officers will be inter-changeable. Th~ duties 

and functio~ of the Bloc"< Officer!( will be. iciedi:i.~al 
\'lith thqs~ of th~ 3lock Agents. 

The i116c"k;. dficers "lvill be, by and large, 

?t'Oric:!.~nt iri. the "\'Oiicji'holders servicing work an<t.:.!iho~,tl,ct:: 

be ahl~."to function very effectivefy after some iJ.:ItEI~ivei: 
training in salesmanship. This training may not be 

necessary in t~ case of existing Staff Agents who mav 
.. 

be aopointed. as ::>lock Officers. Conse·quent on the . 

introduction o~.the service at the door of the policyholders . . . 

as recommended by us, the existing . ::>taff .• ;gznts, who ·are 
~ '. I 

more than 5, wv, shcnld be deployed as. Block Officers. t~ 

f'.l!lCtion in the field for cultivating the block of 

families allctteJ to them intensively by providing them 

with service at. the door as well as selliJ:?.g l~fe 

insurance in t~ 3lock. Such other Assistant's as may_ be ·.·· . 
• ;o • • ~ 

requir;:~ .for deJ?~':>}'!Il:!J:?.t as Bloc::1.<. Cfficars .may be given .. 
. . ,. ... . . 

the requisite ,~!.a~~i~fJ~ salesmans_hip ~efore. _])eing. 

posted as Block. Officers. : : . . 
. . . . . ~ ... 



124. 

j._.4.58: 

. ~ . -

wise develOlJment ·of life bbs":tmiss; · T~e existi~ · 
. '.. - . . . .. - . . . ·_ .. _ . - -· -·. 

functions o£ a :)eveld;:liilent t'f"fi.cer inter' i:.lia include 

·r~iid~"ting" aJl~ such. sat;•.fice to ~olicyholdets ·a.s a~· 

.:(eori:ntador 
oi f•incti(•flS 
Jev-:loPment 
l!ffic~rs. - · 

.··!~···.·-. . ·. ·-~~~· .. - : 

rei.-uired fcir better· .,_olic_y serviCln·:s~ Iri ~ct .iai Dractice. 
·- :·. ·... ' : . . 
as pointed o'.lt by •.ts aiready, th~ ·De-velomnent. Officer 

. .- . . 

is not· rendering am service to .·the nolicyhold~rs ... . . . . . . 

·Since under :the Agericy Force- reco!lll:lended ·by. us the· Agant 
'.• ! :" -. . . . . ·. •. 

"w~~l ·be tbe.~king...:'?in, r7ndaring aU-servic-es to .. the 

ins•.1red at tha- door 2 the neveloprn.:nt. ('fficer will han 

to sunervise effectiv-~ly tl1e·.wcr1,c of the Agents and to 
- .. 

:enSur-e e·fficient a.'1·:i effe¢-tive · s~riiCa to tta 
policyholders ,. 

we· also recommend "tJ:!at; the :;5railqh 0ffi-ces 

which a:re inef~-?ctively -~rganised .at. pres~n.t should be 
.-•,' . . 

reorganised an~ !'l.arncsseA. to be salf-s•.1fficien"t· to 
• - •• • h •• • • j • • :. • • -. . -.... • 

render all the· s.:;rvicas from ?t'oryos2ll to policy claim 

to the policyhold~rs. 
. . ' . -· 

· 3.4.70. T~ Cornorati-Oil ':!Onstituted .?olicyhr ':.1ez:s '. 

Councils ·for· the -first· ti~ ·in !:.eptember ·1 ~55. l'he 

subj;;cts nor'!!ally referred .to the ?olicyholders-'.' 

Ra -or~.:1·Lse 
tica o:':" 
Branc:1 Off!£ 

Poliqhol :!.~.12. 
Councils to b. 
more efr>:ctiv< 
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Co·.1ncils by th= :.~ivisi:>nal ;.~na~ers. ar~ as 1ncler ·-

1; Service to ~olicyholders. 

2. 0'.ltstan..:ine claims. . _ 
.J. o.,eJ1ing of new .3rand! ·cffice/ .:i'lb Office/ . 

.Uevelooment Centres. 
4. Loans under OYd !:ichema - Cases rejected 

and/ or granted .1 oa:ns • . · · · 
5. :?regress ·of ."mw ·business· I!{ tl:l!i!.. Divj,s~on. 
S. ..2ro?-;ress 'of general . ins·.1ran~e- · bu;iiJ.eS:l? in the 

~ivision. · · 

7 .· ~ublici ty act1 v1 ty ~ 
·a .. Important:' b·illding activities; 

3.4;~71. ThEi suggestions made by these-.Councils are . . 

com.m'.micated by_· the ':Jivisional i,)ffices to_ the· Zonal 

vffices and/ or the Central Office for .~cessary~·".lctj 

_illiere .. policy decisions are n6t inv9lved, .. actt·on: is 

ta'ken in the 0iv5.si9~~ c·ffice. .L:.cd.on, tal<e~''oh t:1e 

.s·.Jggestions made by the Councils is., rei'oi:tect··i:tt• the 

subse.c;:uent meetings. 

Dur~ng the last tvo years . the irumber of m?etj •:e,.:. 

of these Councils in ·each Diyision Viiried from·.2 to 8. 

During evidence ·it VT<!-S noted. by us that the. ac::t_ivi:ties . . .... 

o£:: these Cou~c~l~ ar~;· not known to the, poltcvholders 

and. sj:;eps·· should be ta,:een by·. tQ.e ~.,;orporatior~. to. -?uhl; ,. ·.,,. 

the same so that policyho~ders can approach the co in~ Us 

•· ... , . 
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,_.kith sugges.t:i.ons for improvement ·in the service rendered 

by the Cor-pdration. 

3.4.73. 'J'~e Cor')oration does not se-3m to take these 

Co·~ncilf! seriously and has. _not. cared to· furnish the 

stat:enent asked by ·us giving the recommendations, made by 

th~~ Councils and the steps taken by_ tqa Cor?oration 

towards their implementation • 

. a~4.74~ •. , W$4· W0<.1ld1,· thin4efore1 ·recommend t~at the 

Cornoration·;sho,.lld''Puhiidis~ the acti.~i~ie·s· of. these_ . . . ~ 

Councils . and ' tAike .:a.pt,ropri~te s tee.s ·t~ make them an· 

effective instru.mant. for i~rovene.nts· in the ·nolic·>!'-
.. ·'. -. 

3.4. 75; .. :Tile··mefubers· ·of these· ~ouncils are nominated , 
'-. ,. :J.. . . .. 

and-do! not ;e~:resent' ta~: pblicyholders. In· the foll0wit~g 
. ---. . . . . .,. ··~ . ·· .. 

paragrap:h .. ·we~' deat.:~titli' the"f~k~tio~· oi ?ol~~yt.olders' 
A%s.oda~j::Q-O$. .• ..<Af€er the fo~ti;n of· these Associations .... ·=·-:-·- ..... -~-- · . . · ,. - · · , r . ·_ ·. • · · .: . _:;._ • • .. :: . ·. .. 

we recomm=:M..:-t:nat. . .'the ··Corporation shoul~ hav~ the 

As~ociations'! ·rep.r;isent~tive~· on::th~s~·~·'cOOrM;iis_.-

3.'1{~7~:- i'he .. Co~oration had about l;Z"'~oo;.llvi:l.' policies· . - ..• , . . . .. . ··- ~ ... 

. on its bo6k~ ~s ~n··3ist l'~rch lS67. As pointeJ~out tJi: 
us earli.a;:~ th~ number of policyholders is not 

! . e • ·~ ~-. -::.: ~~-"'•! I 

Constitutio: 
of Policy: 
holders' 
ASsociation, 
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r. · ,,... .. - III . . "'""I··~, 4 -.rL....- ... c:.L<. - .:) "'-' l Vu • 

available wit:, t~'i! ~ Cor....,ora~ion. ···e have already r!!comi:nend

ed that the Cor;'Joration sho•1ld tal<e necessary stetJS for 

'k_~eP_ing a record of the· number of policyholders· . 

The policyhold.ers ar~ scatter~d throughout the 

c 'J;mtry .and· do not ru.ve any, organisat ; .. on of their own 
. t . . • • • • 

to. ventilc:..te their grieyances against servicing •. ·r:e 
.have ,separately reco.rmr.ended repres~n~ation to ~'olicy-

• • ~ I • ' • _. ' • • . ~ . 

holqers 1 .~sociations on· the administrative bodies 
,_ . . . • r . • . 

of the Corporation. To facilitate this renresentation 

. . . . ' . . 

necessa~y faCilities to the policyholders ·to organise 

.Policyholders 1 -~ssociations 

Headquarters imned!ately ·and. in due co•.1rse at each 
' ;: c • - .: • . ' . .·· • : --~- ' \ ' ·. . . . . 

Branch .level~ 

3.4. ia: :?er56aalised, p'lt.ompt an;J."·efficient .post-;;aie13 

SerVfc'~. on the: lines. recomiiiande<1_ by' us:_;;i:l).;'this '.part 

is a nust ii·th.2 Corporatiorfis. to ·ma~e· t:i.fc: ir:}~Q~ance; 
. . . ' . . . 
wi~~ly. P9?~larand attractive• and live up to. the . . . . . 

nation 1 s. expact;;ttions. 
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C .. L\?rJ;tt III • ?2.:.Fli.l:ll·hNCB O)l LIFE INSURANCE CU~ti'0.t-~-iiuN 
;JLT.1 REFERENC!i: TO 1':..-iE! uwiCTIJ'i.l!:;, IJF . 
NAt!ONAttsATtoN. 

SECTION 5 ~ONOMY IN EXPENDITURE • 

. Although Life Ins.urance provides family 

protection it is the savin~s aspect of l~fe insurance 

~vhich is. mo~t e~11asised'-'1·1i:~1{ing '~it·; ~The,~ef()re ~··life 

~~'.17:~119~ -~~ .1:o _cpnm~tf! .~1-~ll. ,e>th'7:t; media_.:()~" .s?vings. 

Life Insurance has an edge over. other- types of savings 

:·be'ai\i~~-'-t"F t)t-o\Fia~$ .. r<lr .. "fa:mil.v'·;,i-otection : .. ~- 'ec::ono~ 
·c-eitai·nty. ·· hTevei'tlieles's'.·· · tlie-ytelds ori life 'polic1es 

bavit 'to oe'· comparable· with. those on other types ot 
< 

savJ_ngs·t··.:.L;lf$~· ;Ins)J;f.~hM· 'pa,_~:~_o' ;;~· s_old·. ~nd serviced 

·a~~'j:nec:.'d,oo.i.";.'of.-th.e~·:cl:i,e:pt_: ¥he~a~:_:it'i'.otqe:r ·formS 'of · 

savings· ·tt;·ts:: ~h~:;¢'1}-~~t ;wpo. :t~a~.,.tp. ~a!Ce;tne initiative 
' •- ,. c :-. ~ - .• -• ..., '"' • • r' .··, .., -- : • ' ,-- --'I I· ·f • · · ' : I • ..... • • ' • 

a~d ... 'gif:t.:9 ){;:b.~ :'pj:-~;pp~-(-.~~ff_~c:e_ -~~-- -1:~~ treasury or 

sto9~i'bi-o~W~t~fJ\WM,t'·','t!J.~ savi~* ¥r1' th~ -form aesired 

by lii,nr~;::; l'her.~fol-~".;~-·the~,·i~J.d; o:f._-l,u~. ins;~rance -cannot 

b Iii"· ~-.'·-o: ···'"t. 11:· t·.t,-n. ot-.:."-:11 savlno.s ·:media as the e &$ g,~~- ~ · ... <a:-~·•" ·- . '"~- ·. , _, ·= . ..... . 
'('' ' .. •····· . •. ,. . . ! -· •.:· . ' 

insul:'et· bas; 1:.o:· prov~~~-. -!~-r:· tEl,a sery~~~-- i:tandered to the 

client .at ,the .d90!' .. .as. fll~.o for. the·:·!i~ii~h. risk. Notwi th-
• '. • :~ •• ~ • .!_ ., . • '- ~ • • ... • ... ~ ..... . • • • ' 

standing_·_:th:i'~ -J~'i.ire;i"s ·-~~l oyer -~hE! _:wf?rld t::ke great • 

.,ai.~·~~;Q tc:f:l~.i{-'tne. cost' _ol; ;tife.·iitsu+·a_~e- as low as 

:oosH bl.e ··by: effective· econouii~s :-Jn;. !llci{llin~stration. 

i.~,? •.• bo~~.-$e-}.~~pg. and: ~.~;yic:ins~--- so as to ma.~e it 

• it •••• 

Need for · 
economt in 
expendture. 



Conc.a,..,·t · of 
eiP~nsa ratio 
'of well-run 
Insurance 
Corporation. 

attr<1ctive an~: ?6.,ular conmared ~to other media "of savings. 

The concept o~ a well-~~n !nsurance Corryoratibn 
. . ~ . . ·. . . . ·, ·.. ' . ' . 

as _s,elt out ~)' the then Financile ·Mniste~ ih the Lok 

's·ai>na ·.arl .t.~e .?.?.tn. reb~d.~ 1~s6 was as ·m:ier : .. 
~ :····· •. ~·J.;.f..J..... . ·. · :, 'I .• r r ,- ' • 

·• •••• rlow·; .... take :t:he fi):'St; :ctt±i;,erion. I· 
think the record of our;:·ufe .ins~Jrance' 
com!'anias is po.9r. Thrf·ratio. of e.xpenses 
of manage nent." t-Q:";.the·, pre_mi um' incotne fo.r ' : ' 

. I.ndian insu1;ers is· 27 J. -cQmparE:~d.·.•:[it~ 15.4. 
fo·r. cotl):panfes in, J.Y..- and .l7io in"J,t) • .fi:. 
'llven statutocy iinP.O~.ition of expenses 
limit~:. has: Jailed to .check extt"a;vaga.pce . 
I-t has bea'l:'i' ~lai~9 .'Qy ~ompanie6 that 

·t-his. ·r~tio .is high !or varioiJS: reasons 
b'.lt to me :i.t seel!Ll!-,,th~t. it .is largely,, 
due::t.o .. exJ;J"avagance ih the.tfield .•. Hq~t 
of the field Age'nt-s. are dununies and ·. · 
thed.~,.xnaiq p•.1rpose ·"seems" 'to be to . · 
hncti'od as 'tihe ~cha~~~ ,for passing 
ill~g.cg, ;p;ebates ••••• :•;·it · 

...... •.·• ~:'::"'"",Y;'"'"."'.&."m ~e redly .a:. fqrm o,. 
saving arti:i· whan 11!G!re .than 4. annas in · 
e"'{ery. ~pee of ti'lis I)remiunt:.·l~.-_..sPent 
in expenses'" and: .only ).2 annas or less:. r:. 
tiha;n t~~ i~ naid, 'then .the· harii~- .. to the 
interes·t· of• thl=• ~-~1+ ~s~ver can. ·ea~ily · 
·De A~giQed • II ' " . 

· ff~~_,th~~· ?.'l·,.nance 'iiinis,t?~ Jur'!:?e~ ,stated on 
.• th~.· :.l8.t;h · t~y· U56 ·· tri. 't.he :.L.ok. :&.abl¥:l :- .. · 

' ... ~·· • .. ,. . 
-. . •• : •. . . . ' :-~ : ··: l 

. .. ~e Cot?c:srat:io.l'l shQ\11:4. certainly· :oe 
able~ to.: k~ep.,.+"t.s renewal· expense. r~ti.o at 
a ~ch.l.owet figur•::l.' ~b.a~ .. t;I;tis 15/o whi"~h · ;! 

inc-_:i!del;it;-~ll;.y ~s, ~ather a ·high li~t••• .. 
. ...... t r .. . : . 

Tlle .. ·fY?~.Or!ition' will:'·not· -:i:te'a:l.:J..Y .. :reed th~ 
large ;numbk~~ .. o~Le~'Ql~yees it would be. 
d:l'!her.it:_ip.g ••••• ~he, "be1st. ·s~i>,l.ation is to 
expand ··t~ busl~ss.. and thus· find..:tie.al. ·work 
f,or all. '' " · · · .. · · 

~ ~·.. ... . 
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C.r •.. >..~:i:J.'<. III - ~ECTION 5. 

3 • 5 • 3 ~ ·The· ·sta.nda~ds ~se~rahy ·:·:Sd~pted for j ·.ldging 
. ~- ... - ,. ~ . ' . . : ~- '. . . 

Whethe;r, a .life;: .. tnS•lrance(~dinihl.strht:fon is ec~noinic 
~~~ t~ ~~~.,.~ i~~::9ye·~~all ·abd··~rtewal: ~~~~ 
ratios over a ne.ri_o~t of ··tt'tba:··i:>r t<J>c:oinp<=~re tnem wit.h 

• • • ', l's, •• ._ •• . "i'•- . ··- •• • . . . • . . • 

. y.th9se . .-~f .other lfre·:1ri51lf"et"~~-. A coinPa.f~son of the 
. ". . :•- --.. ·: : . . . ,. - . . . ·. . . . . ::- ... -.. ,. :: " . ~ ' . 

-~~~tr~all 'e'X\)anse ratio ·:~.s··not ·verv ·mea·ningful.as the 

·expense.s . ~n new business· in t~e first :year· ar.a very 

·wch .. hi,ghe-r and. the r.iti~' is liabl~ . td flU<:,~~te fro~ . ' .. : . . .. . .. . 
• •• t.. • 

and· the r~newal busi~s~;:j:i.i .e.~c:h yeal;'. The ~~ti~i 
) ...... _(·~---.~._-=::''; ,;-·• .. ~_ •. -~;' -· -_: •. _.·· 

ex:P~llSe -~·atio_,gives · a: ~t:ter ·:1:\p:preci~t;lon of the_ 
• • • • ,. . .. ~ --.. - . ' . i- . . . 

ecO,QQJilic administrati~1(.~~~ ·a· life·.~il1Surer.• 

.~ .• :i.4~: ·;,. s.;ctior(4ua· of);~~-· Ipsur~ce .. 1\et;·; lS3~ .and 

the Ru.Les · tramed · the;re~lldlil~'-;aP:ply (to! the·; Life;·lnsurance 
. ,-.· ... : .... ~--~ ---_. ----_~-" ·-. . ·_·· . --:i 

Corporation. The· statuto;y.Umit::=qn• exp_ens~s l)l;>as.cr:i.bed 
• • • • '••4 ~ 

Over-all and 
Renewal 
EXpense 
Ratiosa-. 

Statutory limi· 
tations on 
§enses. 

under· :this "'Sectio~ .al.J?-~: .;J.Cpenses u.n \to_ s_~k ·~~ first 

ye~r's pr.;ml·.un tor m:w business with ;a redu~ed··pe~cent~ge. 
; ,· _ .. ' . . ' "- ' .. . . 

_for.:·short;-t"'rni· ?olic::t:e'i;; -and•'lS't.-of re~ewat-~remi~~ In 
t~~-· p~e~·naUci>~lisatt'o!J'·peri~d .. ·m.o~t· bi the good life 
:. ··~ .:~ ·-- .. _._ .. ', ._ . .:· ~: ·.. --...... - . : . -··· ~: 

coJWa.ni~:s .. retnC~.i~d. '1'?:.:11 .'wi:fh!n t~se·. U.mits · notwit~tarid~ 

ing tha fact .:that··;-on account :o:f .. i:he' c~~etidva nature . . . . . ... . . . . --. . ~ . . 

of t~ busimss ,: .the~l!' .expense:& ,~oifb'roc'hreiDent. of new . 

b~.1si~ss ;wiii:ie -c·onsiderably.·· htidita~~ .... ti)el. ~ollowing ta_b1ia · . . . 

~, -r •••. 
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Cd.~'PZ':ll.JIII·:·~;·S~tvN 5. 

gives the :overall·:.and· .~e~e,wal ex-oense ,ratios of the -· . . . . . . ... ;, ~ ". '•- . 

Cot;i1oration ~inc:k ·lts.'i~~~tion :'. 

.:~counting ?er~od. Over·a11. ~petls·e. 
·. ra:J;iq .: .: 

Wl!newal: expense 
__!:ati~~·- · ·. 

1.~~56 ·- 3!;12.57 
t~sa · 
1S5S' 
1S60 
15161 : 

1.1.~.a -
1963-64 
l$64·65 
1S65-66 
1~66.;67 

31·.3~.~ 

27.20 .. '.· 

2~ ;:l)j_ 
i~;f}8. 
aa~4s 
21. st 
2s~3i· 
i7.46· 
21~s'~ 

:'2,7 .ss 
2.7 ~1?. 

15'~89 

15.45' 
12.~2' 

.. ··L, 
12. ~\:)· 
ri.:Jie, 
: .. ;t•.'. J ;! • 

14.~1·~. 
12;46; 
l4·vs· " 1>. • 

14.6-~ 

l5;.S.l_, 

b ·oVer ail expense. r,atio ~f the_ C6r~oradon 

has varied be tween 27 .. 20 .4 and . 2S. 3 n .... The renewal .. 
. '. . .. . . . "' ' 

exPense ratio has been.aboVe .lt.4Zk· and climbed the 
,·,. , ' , '·I •"' ·•" • . ' -

peak level of 15. sv;. in .1~65"!'67. . . . . . . . . 

ln order· to have -a correct apprai~al bf the 
. .. 

~ • r • 1. • •• 

economy in a4fi.dnistration achieved by 'the Coroorati6n, 

we obtained .fro~ fth~ c~r\,~~ation th~ actual cost''b:teak 

U? ~f ~hri' first ~-'ead:r"~': e'itpe~$~. ratio cmd the renaw~l. 
~'x~~'ns·e ·r~tiQ. ·}these· ~re. ~ ~der ;.-

1~64-65 
lS6S .. os 
t>.so-67 

Renewal Cost Ratio 
to 

. 18.58 
"18.85. 

1S.36 ............. 



Jn the first year's ex,ense ra:tio. of about 72/o, 

the renewal e.Xl)enss ratio ot the' C<>r~orc:.ti·::m has 

l:>e_l;n ~ver 16-S-to every year lGf. p<ir<igra":>h 3.5.7 .,~. 
' -

The .allowancE: of ~vk of f_ir~t-,y~~i s expe~_es· allowed 

under the ~tatute could hQve peen considered:reasonable 

·for the_ ier.stwhile in.slrers·wor'dng •.mder comPetitive . ' -

condi t:!.ons i b:l't: not; for a. na:t~o:nalised monopolistic 

undertaking of a giant; size capable of achieving the . ·. ' ~ . . ~ . . . 

- ' -

rationaHsirig 'and silll]_)iifying. it;:s procedUr-es. 

3.5.6. In the fo.llcwiog.~table we give the renewal 

~eJtpense' ratio' of: 2 lea~i-'xig :erstwhile: -ins~ers fat: fiva . -· ,. . '-. . 

1951. 
1.-;. ,-· 

'. 

Oriental 12.4 
New rnC:ui:L 13.1 

1952 
- ~~ -

- . 
14.8-
14.8 

1~5:f 
'1.' 

14.7, 
14'~2 .. 

u.s· 
9.i 

-1~.55 
·;;-
13. (;-

11.5 

It. :would be _ obsi;!rvec:l- from the . ~boye that_ the 
. ' 

renew_a.1 eXPense ratio- of ,N?YT ~dia and:! Oriental' _ 
• . . . • #.. .J ~ • • • • •• 

was _not. mo::-e, th.an 14_.8 (o •.. _We cat:e, thez;e:i,=ore,: incl~n~d _ 
. . . _. . . . · ... ·- . -. . . ' .. . 

to thi~ .that_ the record of t];l~. Corpor~tiop ~in :the-.. 
J • • : .. :·. • • • : • • ~ .:. • 

matter of ex-pense ratios. is poor .and that nationalisa_tion 

has not helped to check extravagance in administrative 

expenses. 

. ~ ....... . 

r<enewal 
expense rati 
of leading 
erstwhile 
insurers. 



-;x.,ense ratio 
of the Corpora
tion compared 
-vd <::fi, those of 
.Q:ther s imllar 
in-•titution. 
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• I 
.3. 5 ._7. .i:n the table balow .• we give the Cor.-.or.atton s · .. · .. · . 
rene>1al e~pense_' ratios yor'lced O'~t on ::lifferent. as.s·,unptions 

. r~gadi~g fi·r~t y~a~~ s ~-x~e~e:. al~owanc~ . aJ:l~:. ,tJ;le ~.X?.e~e ·. 
ratio of t'~o ·leadi~ pritish Compan~es on t!lEl. basis 

. . - . . . 

;. LEGAL <ic . ·. l ?kOu!:iHI•ll. 
' L. I.e·. ~ GENEl<AL. ·1 . . . 

Year**'. !iu% ' BVJ.. ' 72'/0 .·lst.,· Rene.- ' 1st ··Rene~ 
· 

1 Allow- • Allow- 1 Allow-~ Yr's wal. ' Yr's waL 
· · · . · t ' ance. 1 anee •. .I ance • ,JI .:_. ·" 1 

, %•. L" LJO % io . % % 
. ··~ 

1958 15.5 17.8 19.6 '47 4.7 . 7i 
. 1S59 12.9 1SA5 17.7 43 4.3 7li 
1~5v 12.St 15,.5 17.6 46· 4~6. 73 
l~ol 12.4 15.0· 17 .• 1 .48 .. 4 .• 8 71 
1962 14.1 16.7 18.7 46 .. 4.6 73 
1!:163 12.5 14.9 16A9 '52 5.2 74 
lS64 14-1 16-3 ·18 ,(i ·56 5..6 72 
1S65 lil.7 .. 16.8. 18.4 48. 4.8 75 
1S6.5 15 .t 17 ... 9 JS .• s 62 6 .• 2 74. 

** Ye~r ending is 31st December, exce'O.t ·for L. I. C .• · 
z...r.c•s year ends on31st !larch of the following 
year.. Therefore,l962 indicates the year 196.2-63' 
for ··L~l.··q. and so on.. · 

'· 

7.2 
J ·l 
7.3 
'7 ·1. 
-7.3 
7.4 
\7.2 
.7 .• 6 
·7.4 

3.5.8. The comparison of the Cornoration' s expense 

ratio l'Tith 'trua- e_x~ense' rat:i~ of the :British Companies . ,. . .. . . . 

is very ielli~;?.• · TI1~. Corporation for a first year's 

. c6st of 72·:cinc~ried ~ renewal ex;e~~ ratio varying 

b~tween 17 to lS~6%. \;hereas the ?r·~dential's renewal 

expense· ratiq is ~bo~t 1. .s-A..- · The Legal & Ge:neral 

13~~ws, .very much smaller first year's and renewal . ·. 

expensa ratios. 

. ........ . 
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' - . . 

ratio of tl',le J.;;,. Co!llPanies with tha"tf·:of ·~ne Cor:> oration".·: ... 
. · . .-

A/3.; sepfl;-ate figm;:-es ··e.or.:·ftt"st,: ye'?X. ~:nd' rene·i\'al ex~~~e· 
ratios of J .s. C.otnpanles1:-at'e. :not:. av.ailable, i·n' th~,, table .. 

' • ' ' 'l - --· ~·. • • ' •••• 

.. . -··· ... J•. -~ . ' • • • .• ~- , .. __ • ~~-
give_n· below. we compa.te>tms.; ov~~d;l, exp.ense ·,ratio-of:t~: :· 

cot;?.ont;iol1 wrti{ · t:n~:-~a:tfe;) 'ot,:e;Kpe~es ·1;o· pre-int;~:·tpc;<?.~ 
of .a).). U .• ~L. Compatii~.s;-·· 

. ~ •. . . . . . - .. ~'- .. '. - ~ . 

1S57-_ 

1S58 

1959 
1960. 

1'>61 

1%-2-..: 
- 1963 

l~o~·' 
1~65;_: 

1%6;. 

2z:·ti 
.-;., :1;: .... ::, 

22'·4·3 
._·v _;:.~;.:..~· 

az •. .e&: 
• • lr • ~ 

-Z2•43 
.;' :· 

~.2::~;7 
ri#~~2 
;tLiJ. 
~i-~:.~1!1 
?L·61 

.:... . . . '· . . 

. 0Ver.:~1F·exp.e!is!a- .. 
;ratio of the L. I.e, 

"'-* 

' 
21 .ztl 
·-2~~=u·1 

::··28 .. ~§8 
,28.;45 . ~ 
,27 ~9.7'. 
:.c.. _; .. 
. ts.31( 

•27 .4£':, .. 
""i1 .tS.s' · 
' ,,:,; ~ :: I. -~· 

:27 '55.~'· 
21.51 --~:27-,72:. 
'-;·~·,;_;;.~~~- • _ h .. 1'-'-1~ • n, 

*Th~·-#·gu~es t:rom~l~9:Zi .. q .. J:;~69 .. fot;othe_ ~~c. _ 
. -_ate ···f&r./the'if~~f'a;t.' -~sar~r '196-2.;6;3·,: 1~6:3·64, 
. · ~.9J?~:~6~.- ,.l.~AS.~9P~ AAd ._,1.~~.6.,-,{),7 '· 

. ' be':o' . ·' ... 't t 'e ,, x"·"< '~-- t 0 of ll"(,J~s·.· lt ,.w.i.H 1 ,. , 'b~e~q ,~)la,,_, ;- -.~·-. ~~ -~~1 :,..,ltil. J. - .. -.~ , ·· · ~. · ,. 
9~~q.i~~ ~is !~J?Q~t,.,q~.l~$~: .~~·: 4at-'df._-~ the ~or?oration• 

3!'5'~·lo. • .W'itlt.f!· .~~~·:-t.Ms,-'( co~r1~qri4•: ~ft. '~:ti.otJtif( 
not--ee iorgofi.Jin..Jthi:ii~·tme--cotnpan:l.e.!!. 1ih' iJ,K. ana· u.s.A. 

~ . . ...... •. 
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hay~, ,t<?: .9Perat~, •.mde! ye,rY .. ~ompeti~t;i~~- condit:i<>nl!.~

i)l.t~, _ q~her. han~. tha,. Co:i:p()ra~i~m· A$. 5.a .inortopol~'fCtq. 

cp.qce:t.Ai1 2£uncdoniriP.: ·utder very fav&~le 

c;:irc\!.ms·eances with no. competition cinJ.-a vas~ ·unta?,J?e,q 

P?t:entf!~~cready t~: b.e ha.rves'!;e~ •. _ 

·Awareness of ·3 •. 5.,lt;tJ. r~The high ex-Dense .ratio:_~.'l!l!!e- Got1>o~at;w:i1came· 
~-~fFOf, ' ' ' . . . .. ' . ' . 
the iS. · · . . . 'fn?:'l~~~e~te .. cdtlcisrn· by:·~he-· ist:i;i'iiat!es Committegfi:iS.· 
expense ratiJ: · · · · · a. rr · · · 
of . tqe . . ':. . fi:l~.o ~Ei' :coininittee on ~·JbliC'. ':U.i:'lderiCl:ld~ss··. D,;J~filg ::t~·; 
Corooradon.· 

,.co•Jrse q:J; ·,the: exa!tJ.~®Uo~ri by ,the -:"stHnates: Col'Dmittee: 

~'1S6€i .. 6lr't~;~r~pr~senea'tJj~ :~f~·tiia· t'f:i:nis'tiy .. Of (ihiw~~:a. 

~was "ahc;)~e~amtned·:·~n<i:~11e~ s tat'ed· 'that'· '.t.Ii~'C:o:f.6o~adon 

co~ftt~.e~~~tt~.~~l~~,}.ll,~~r~~~s·o,h4~~-st~te.d1that.;tt\e} 

t:~-~wal,;; ~XpiriSe ,ratiQ,.dur:i.n&:,t.~ ·last·: z·. wa.rsi :was 

be tween .12 ~4~ and 12. S 21 .. which showed that the 
a· •. ...;:~.~-\.ol~.·; ' . :• ·.· ·;_~. ,.i,'.,.~·.~·. ,· .. ·,-· 

Qrgan!$~t~on did not reflect.the.:e.~ontim!e~ of the':< 

sd.i~ ~ ~)t~~~ted. : Th~ :; Co~(ti~e :~e~~~ed · reduc::tion' 
~~· .. c.,~ ... 'Es ·... .. :~~ ... :·: .... ; .. ·.·:· ..... _ ·.: .. :~-~~~ .. . --> ;·. . .. 
~n th~" ~~eps~ ratio .alld .. tfi!~ ~~·~olm,eP.~tion. wa.S 

~~cepte9~~Y:t~~ Gov~~pment. 

::s.s .. l~•. \'S Howaver, ihs;ead ...... q.u;r .. o;:;uj.l&:~;~oon l.n -r;necl-::i. 

re'~w?ii· ~~~nse ·r~t;!o; 'th~te ·ba's, ~~tt1{eons ~ste~~ 
., . ,,. \ ,' .. . ' .. - . - . .' ~ ' 

ri~~ ·AAd. .. t:h& r.ci.tio· .tia$. re~cne~· a._t¥eski>eak 1~ 1~~::61 

. ! . ~ ......... . 



Irl view of the hi,.gh ex!)ense :ratio H:uch had already 

c:rosse,d t~•e stat.uto:ry limit of 15'"' tl:>.':! ~over~nt 

.ai)'?Oln"tea ttl;;c t1orarl<::a Committa.a on 21st J'.1ly 1~67 to 
.. 
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loo1:e into the renewal expense r~tio of the Corf\oration. 

A cOJ?y. ~f tn~ •>efere:~~.ce to the Co:m.>~1:ttee is at Anoendi~ UI. 

3.5.13;~ :.Tha Corv)oratl.otCseems to be completely 
. -.. 

oblivio;Js o;; the necessity to reduce the 'ElXpE!nSe .ratio. 

To o:.tr question regarding the indication given by the 
Finance xdnister abo;tt the overall ~:atio ·a£ 15k. and· 

the rea.s~riS for exceeding it duri;ng the last lu years. 
the Cor!"oration has pleaded ignorance regardj,ng the· 
Finatl.<le' Hinister• s indication of the ideal· overall 

'ratio <?f..l5~o. \s to the reasons !fh::r it is so, ·the 
ans~r· ~{be CO:t"!?Ol."a~ion is :.The overall expense 
ratio .of: 't:-le Com oration has. been we 11 above 15!.. 
in every, year and, th<:refore, .no rea.Sons are offered~·· 
This shows Lle ·~tter indifference of the Corporation to 

this p·rob~em. 

3.5.14. The Cofi:>oration does ~ot consider that its first 
year• s or· 'renewal ex:?~nse ratios ar:a su~ceptible. to 

reduction by silll'!)le a'oj :xstment.S and t:ationali~ation. The 
Corporati?.n(s a:pproa~h to · the problems. is too rigid and 

Comoration•. 
views on its 
ability to 
reduce the 
-expense rati• 

the Corporation has ~.ot cared to think in terms of eeonGD~ies 
resulting from ratiorlalisation, ·sil'l.;?lification,· depioyment 
of staff for. more cre;:tiV<? work, ei:c. 

• ••••• 
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~easons for 3.5.15. To find the reasons behind the high expense 
the higfi ratio of the c ti ha••e exam•ned the break-an ... expense ratio. · . orpora on, we v • _ 

o[ thz first year's cost a~d the renewal cost. The 
break-up of the. first year's cost as given by the 
'corporation for the last 3 years is as und~r ;-

A. Agants' first vear 
commission. • 2S.33 

]:\,. Develor.>ment Officers-~-
Bonus Commission. 0.30 
Salaries to Develop-

ment Officers. 12.41 
Conveyance Allowance 4-41 
Travelling ::x·;>ense . 2. 22 

Total: 
c. ~xpenses of Branch 

and t ivisional 
Offices : 

\i; Directly related 
·to nc·;;r business: 
r~~ical fees. 
Advertisement 
~olicy stamps 
~rotor-car ex?ense~ 

Total~ 

Uij Othar expenses 
Total of 1.i) & Ui) 

. A"i'B•·C New :?>usiness Cost 
Ratio up to Divisi.ona1 
'Office. 
Incidenc~ of Zonal 
Office ~oenses. 
Incidence of Central 
Office ~x,enses 
New Business Cost 
Ratio of the 
Corr.>oration 

1S.84 

3.26 
u.~6 
v.ss 
().62 
5.82 

11.61 
1? .43 

1.46 

l.lG* 

6S.l6 

1965-66 1~66-67 
first year premium. 

zs.oz 
0.81 

13.46 
4.27 
2.17 

2li.71 

3.27 
0.79 
1.03 
0.70 
5.7~ 

12.03 
17.82 

67.55 

1.62 

u.7S 

6S.96 

29.35 

u.n 
15.23 
4.27 
2.35 

'22.57 

2.88 
0.77 
v.97 
0.72 
5.~ 

12.11 
17.45 . 

GS.37 

1a1 

1.05** 

72.13 

......... 



·A-I.t;J.cludes provision of '-s.55 -lak.hs in 1~64-65 on 
account of revision of salaries 6f Class I and 
Class. II Officers. 

**Inch.Ldes nrovision of Ps.4~ lacs in l~a5-S7 on 
account of contribution towards deficit of LIC 
\Oriental)· ?ension Fund. 

138. 

Note; fi:xpenses a·::. Brancl-1 level are not separately available. 

lt will be observed from th~ above t~t the percentage 

of first year·' s · premium spent by the Corporation was 

6~-16h in 1~64-65, has been rising and bas reached 

the -peak of 72.131. in 1965-67. 

Next to the first year's comrois~ion paid to 

Agents, . the other h~gh item of cost is ex'f,)enses on the 

Development_ Officers. The cost of the Development 
: . . 

Officers has risen from lS.8..f/o iri-"1~54-63 to 22.57/o 

in H•6S-67. This is a very high .'?ercentage of first 

year• s premium to, be spent on:Development Officer.s • 

• \fter all, it is the Agent who procures the business 

an::i ;..tho is. naid his first year's commission. The 

Development Officer has to guide and·assist a number of 

Agentli a"nd to "spend as mueh·as 22.57/o of the first 

year's, premi~ on the Develo?lllent Offfcer is extreflily 

on the high side. It may be pointed out that the 

Deve1opmEmt Officers cost cf· 22.57f.· has been_ worked 

out on th~· total fir~t yea':'' 5 ')reinfum. · To dete:rtnine 

............. 



tha cor·rect l?ercentaga of cost of the Oeveloptmnt 

Officers, the premium sec11red by direct and staff 

Agents, ll'..llnbering 8~71, who are not s•.1pervise~ by 

Vevelt.;lpment Officers, sho•J.ld be· excl•.1ded,. If this 

were ,done, tha cost will work out to about 28 "'' This 

is disproportionately ~igh and almost equal to the 

coinmissionpaid to the ..\gent.. vie f.ael that the. 

Corporation should not incur cost of more than 10/o_ ... 

of the first year's premium on Development Officers. 

Incidentally in one of the replies communicated to_ the 

Group; the Corporation has stated that if the Development 

Officer works on a 16% eost basis, his performance should 

be considered as sa~isfactory. Therefore, even-according 

·to the·cor~oration's own standards, which we do not 
.. 

accept as correct,. the cost on the :)evelopment Officers 

is' very high indee4 •. 

3.5.17. Other exp-enses which are not directly related 

to new business have be~n allocated bdtween first _year's 

expenses &nd renewal·expenses in the proportion of 

fir_st_ year's -premium to renewal premium. This 

assumpti;;n ma.de by the Co~T>oration is not a scientific 

basls fo1. cost analysis. The Corporation sho'.lld have 

made a coQ?late analysis of each item of expenditura 
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~nd separat-ed. it betueen firs'!;: yea_r· s and renEmiil 

expenses on ~n act1al basis ~s far as was oossible 

and· only the remaining expenses should ilav~:: been 

' allocated pro.,crtionately to first ye.'!.r and renewal 

prtlmiUIIlB. 

l4iJ. 

3.5.18. 
' c 

Wa are not commenting on the !terns of eXpenses 

directly rel~l:ed to ne~ business. in<zbd~d in, cu; in 

paragra;ph 3.5 .15. as th~se;.nre inevitabl.a: Nevertheless • 

the Corporation shotild explore all po~sible avenues of 

economy ?artic.ilarly in the payment of medical fees. 

The other eX?enses include ~xpense~ of the Branch and 

Divisional~ffic~s ~ 12.llk, ~onal Offic~s expenses : 

1.71~ and C~ntral Office expenses ~ l.USh. 1-l.a .·notice 

that while thz expenses of the Central Office·~ve come 

down by .v)~, the exnenses. of the 

gone U'!? by .25 /,. ·.The rise in the 

:.onal 0ffices have 
Offices 

eX?~nses·of.th·~ ~na1L 

is ineaplieatle especi~lly so when·th:Hr role in the pro

curement t;~f b:.tsi.ness or policy servicing i~ very limited. 

3.5.J.~. '!'):",~ other 17XI?enses Of na.nage_mcntincl:Jding the 

incidence of :::rn Zorul Offices and th~ Central· •)ffice 

aggregate t'o 14.87/., C'lt of which 5a:iaries and Allowances, 

~rovident Fund ~ontri~ution,·0ver;time,etc. constitute 

tianagemant 
expens~s. 

B~dgetary 
Control and 
Economies. 

..... 11 ... 
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lv.::>7 /o• \.These do not incltide t:h~ exuenses on ·salary 

an1 Allowances of '!levelooment 0fficersJ. The balance .. . 

of 4.3Uio is acco•mted for by other items. of expenditure, . . 

viz~ ,Printing and stationery 6 .?ostage, Telephones •. 

1iectricity Charges, rt.ental and tJaintenance of 

Tai>ulating l·iac:hines, Rents of Office :3uildingfqetc. 

~le feel that considerable economies can be effected on 

the following items of expenditure :- .· 

:(1565-67) 
In lacs of 'iS• 

.';l'ravelling allowances SS .18 

La,w .Charges 7 .4S 

.~vertisements 24.7i 

·S~ation~ry Sv.48 

2ostage, telegrams 4 Receipts stamps. lv4.1~ 

Tel~phone Charges. 24. ~7 

~lectricity Charges. 18.46 

Carriage ~ freights.etc• 11.54 

Repairs & Furniture. 11•29 

r-liscellaneous Expense~. 18.12 

· ;-re recommend that th:: Col"')oration should 

exercise proper b\1dgetary control on these items of -. 
exry<:!nditure and eff~ct economies so as to reduce them 

to th~ vary minimum. 

•· ....... . 



;,j~5•~y.·, ~ ·i)i~.ring evidsnce i_E;was_•poin~~d O'~t'-to the ?roh!bition-of 
wasteful 

3-ro·~?. tl:;tat t~~-=re is wasteful expenditu~e o.n •.1nnecessa,1 ex~enditt~~ 
. . · on Tours. 
t_P~H, aM. g\>l..'-terences;,; :.This>' criticiSm-. is no.t :-l-~arranted. 

AS an:-in~t~m~e ._in '?cint :'lle :rEI fer .t~. ~he.;:r:.ranch l:ianagers · 

conferenees .--~<:.J.J .. in ·.sP;.lt~: ~Qne ·_ du.ring, !S.S,j-6 7 ~- ·: · 2v. 

Confar~nces.W::?Te held during this -periQd and to .. our 
~ ~ •· ·- • h •• ~ • . . - - • 

·)?.-re~r,., s.urj)titfl ~·and~.~~-4).!fisbine¥tt ~~:~dif!covered 'that 

J.'.li.qutes '-wi:!t-i§..·;: not···a:rawii"up-: i~::re~'!)ec;:t; 9f-p Con~e:rences. 

W:.'1.at actual ;:.;_isiness .was transa.cte.<i·:at~tbese :.Conferences . .. .. . .. - . ' . 
Cin-:i wha~ ;.t;~~~~~s. w,e~~·.:~,t;~e_v~d ;it ;j;s • i-Jll?,OSsi~la tc) 

conj~_C.1;lll;'e:t.·c:; ::-~ :·w~tlld-!:recommend that 'Wastef·il . ex.,enciit:Jre 

on :·:~nnecessc.r:y:~·tou1:'s. &nd Conferences ··should be prohibited.· 

3 .. 5-.21. · ·-~"'_o~. ~ffec'~b..-e: mob.ilisati:on of P\lblic · ~avings 

the Co~-DorabqL1 :s}iouid ke'a'P the .cost 'of ·life _ins'u:rp.n~e · 

as: ;-l~·~s-:?dis\"~:((i t6 irak~ life irl:hirance, ~ttrs,ct_ive 

and;pc>puli'\r;.:; • .;.Je z th.:rrs:Eore 1 recomm~nd tha:t th~ • 
·. : - -r . . . - . . . ) . 

,Por-poration/:Sho;tid .e:i=r~ct adminl.strative· economi~s · 

:of ',the' inagnitu-:le· x:::aquir.:d' ~so a~- to re.duca th~ expense ___ ,_;;;~_...,,--- . .. . . . . . . . . .·. 

ra.t.ios• to ·aroud '61//o ·'of.· the first'· yeai'"s, nrl3mit.l!ll''and 
. . . .· . · .. : :·· . :.~ ~ . 

e . . " :~.··, : . . ... 
lv 1o --of th2 r:.m~:7a:l'premii.tuh The.: follow'irig re:commenda.,._ 

. . ~ . . . 

tions ~~· by u} i~·t.h.;./~nd. other- secticms. and the 
. . . . 

G~·:-.a~tcrs · foll:.A~·:::ng -;:ill· 3Ubstantially help the 

C-qrooration: in a_chievin,; these ratios : -· 

. . . . ..... 

Reduction in 
_Expense 
Ratios: 



Cost. Con':'· . 
SCiO.lSileSS :: 
E._d budge:tary· 
control sine 
O"'..la non. 

U/ ::--acentralisation of the functi~ns to tne . 

:Orarich ·level;' 

L43 

·Hf.J Reduction i1f the ·co·st. of Development. Jffleers 

. to 10/o; 

.iiii Abol.i~ion· of .. ::onal Offices uhich account ·:tor 
1..71/o of· the elt;.~e.QSes; . 

\.ix) Service at the loot;' py the Agents res•.iloting in 
s·.1bstantial economies in stationery • n.ostage. 
telegram and telepho~ charges on accoint ~f 
shorte~ lines of ~communications; 

~v) J:conoroy on travellin3 allov1ances by o'bviating 
wast;eful expens~s on to•Jrs and. confere~e:;~; ..and . . ' . . - . 

{vij Substand~l economies . in other. :l.:oportant .. l:t~~ 
of · exp~nd.i ture. · ·· · · · · . 

The above red>niniendations togethet' ;-lith the 
- .{ . -- .. _ ~-:· _.: -··- <-. . ; . . ' . - . 

growth of life b'ls'lness of the dimensions envisaged by 

us shouid britig down the. rerie~al tost ratio of-the,~' 

Co~oration frbnh~he :l;ra~e:nt":hign. level oi 1S.3S~ to 
&bout l.Uk wtthin the next< tew years. · Cost ·consciousness· .. . -~ \ . -: .. ; . - . 

. . .. . ' . . '· .. -:' 

on. the. ?ci::::t· of the Conora~ion, .. it~ off~cer~ -~nd staff 

and proper~ b1,1~get:ary_<7ont~~.ls .. are a sina sua non for. 

achieving .the .desired reduc!-ion ii;i_tha .. re~\ial. 

exJ:lense ratio.· 
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3.j.23. If the Cor::loration has to fulfil the objectives . 

of nationalisation, the renewal_ exoense ratio must be 
red\].C~d to make life insura~e ap attractive medi~m. of 

savings and thereby making it increasingly po..,'-lb.r with the 

vc:.st millions of the peo,le. It would be a diffic1.1lt task 

i""<edlction of 
expenses a 
must. -

b'.lt w·ith the dynamic management of o·1r conception and 

radical str•1ct•lral ani functional changes in the organisation 

recommended 'by us in the relative Cha1)ters it should be 

c['.lita feasible for the Corporation to fulfil it. Reduction 

of expenses is a must if life insurance has to survive and 

thrive in this co·.1ntcy. 



Invesrntnets 
in a .spirit 
of tr:.1ste::
shin. _____._ 

~ffect of 
yield on 

premium 
rates. 
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C -~ .:' T-:,?. II I -·-- .:"' -:';.i.;.i'0hh.·.NC: .D~., LI.itJ: Id.:;J~·..:·u~C.:: COi:-...:'IJ;.~ :..TICN 
rJITrt fe:!P.ERENCE TO ThJ GBJ.SCTiv~::; OF 
NATIIJNAL!SATION. 

SECTION 6 - INVESTI·.~.J1:NTS Ai'U'J YIElDS. 

3.6.1. The h •.1ge funds which a life ins'..lrer connnands 

belong to the -policyholders. Therefore, an in3m:.::!r 

m'..lst deal with these funds only in the s~ irit of a 

trustee for the ~olicyholders. This implies that the 

basic obj-active which sho,.Jld govern the investment of 

these fund~ vlOi.lld be to earn maximum pos~.i ble yield 

for the policyholders consistent with the safety 

of their ca~ital. To eive a lesser i~ortance to this 

objective in preference to some other objective in 

investment of these funds. -r,.ro·.1ld be almost tantamount to a 

breach of tr~st. 

3.6.2. The interest yield ·~1hich is earned on such 

funds constitutes an iror.>ortant eleiiEnt in the calc·.Jlation 

• of premiums charged to the policyholders. For exaople, 

as stated by the Cor~oration an increase in. interest 

yield by 1 to 1~% on its investment r2duces the premi~m 

rates by about 16 to 2U/o on Endovrnent _·.ssurance and by 

about 2v to 3v~ on ~~ole Life policies thereby making 

life insuranc~ chea?er. 

3.6.3. It is evid~nt that cheaper insurance ac·ts as a 

. ..... . 



catalytic agent for a dynamic.anJ accelerated growth 

of life business in an under~dE7veloped CO'.lntry, like 

ours. · ·rt .. is, ther~fore, imperative that maximu.ui yield 

consistent with the sec•1rity of ca,ital is earned o·n 

investment of 'life funds. 

146. 

3.5.4 .. ::iuch was, in essence,- the main b~rden .of the 

speeches of the .then Finance r'.:inister when the life 

business was nationalised in 1956. He had, in fact, 

stated as under ;-

'1 The concept of ·trusteeship which 'should . 
be the corner-stone of life insurance 
seemad entirely lacking. Indaed'most 
managements had no a?ryr~ciation of the 
clear and vital distinction that exists 
between trust mon~ys and those· which 
belonged to Joint Stock Companies -
That is to say, owned by the shareholders 
th;mselves .a 

***. **k • 
11 

•••••• the inwstnt;nt policy wo•1ld be 
go~rned in the main by major considerations 
such as tha interests "of the policyholders 
and the interests of tha developm.mt · . 
envisaged in the. Second Five Year ?lan 
and subsecp~nt Plans. 11 

3.6 .s. Th;a Corporation ·is ·the larg~st ·single investor 

in the co•1ntry which invested about ·1\?.126 crores in 

1966-67 and is havi~ total ,i~stm~nts of Rs.l, 165 

crores. Its investm;:nts are regulated by Saction lJA · 
of the. lnsurance Act,l938 as applied to th.a Corporation 

Corporation 
largest 
single 
investor. 

......... 
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which broadly prescribes that 

U.r 25 per cent of the controlled fund are to 

be invested in Government' securities; 

lii, A further sum eq~al to not less ~han 25 

per cent- is to- be invested in Government 

Sec'.lrities or.other a1?1?roved securities; 

Uif) The balance is to be· invested in ·'approved 

investments 11 except that up to 15 per cent 

of the cpp:f:rolled_ fund can be. invested in 

other than ;•a.,.,1)roved investments" if such 

investment is made after securing the 

uaanimous reco!lllilendation of the InvestiTJent 

Committee· and if no such recotnmendation 

can be obtained on a resolution of the 

Cor.,.,oration ~~ssed by a maj?rity of at 

least three-fo·.1rths of the members present 

at the_ me~ting .. 

contd •.... 
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3.6.6. The following table· gives the break-i.l? of 

investmants held in India by tha CorPoration as .a~ the 

end of the years 1S57, 1963-64 and 1965-67 :-

.31-12-1S57 

~.in /~ge to 
crores. · total 

invest
mants ~ 

1. aJCentral &. · 
State Govt. 
securities 
& other 26U.60 64.64 
approved 
Securities. 

b)Loans & 
Deposits to/ 
or guaran
teed by 
Govt. 

c)Loans to 
Electricity 
Boards and 
initial 
capital of 
u.r.r. 

d)Loans to co
operative 
see tor. 

2. Loans on 13.74 3.41 
Mortgages. 

3. Debentures 
and Pref. 37.87 9.3S 
Shares. 

4. Ordinary 
shares & 31.27 7.76 
stocks. 

S.Real propelt); 20.86 5.17 
6.Loans to policy-

holders. ~d.62 ~.63 
7. Others. - -

Total: 1· ~ ~ 1.00, 00 

113. in 7.age to 
crores. total 

invest
---: ments. 

493.52 6i .10 

55.23 

ll.75 v.09 

14.62 

S.65 1.20 

66.43 8.22 

77 .us ~.54 

29.15 3.61 

61.28 7.59 -607.68 roo.uu 

:h-3-H67-

RS. in 7.age to 
crores. total 

invest
ments-. 

112.63 9.89 

43.65 3.84 

28.04 2.46 

21.u2 1.85 

81.88 7.19 

llO.S3 9.74 

33.38 2.93 

86.51 7.60 
4.66 0.41 

fPB .E;u J.Ou.oo 
contd~ ••.•• 



li'O.LV$.£! 
~tments. 

::>alient 
feat•lres of 
Corryorat ion's · 
~estments. 

l4S. 

Tha a'Vera.ge yield on these. investments is 5.22/a• 

3.6.7. Apart from its investments i·n India, t~ 

Corporation also holds foreign investments. · · .~:nese 

investments inch1ding hvuse ~roperty · l ~.s.l ~27 crores. 

amounted to 1.'~.25. ::n crores in l};,.j:O: 57· Uncb.1sive of 

increase of about ~.S crores on account of devaluation~ 

and._ the yiel!i thereon l.excluding ho~se prol)erty 1 worked 

3.6.8. The ·sali,ent: feature.:?, of. the Cm:Poration• s 

investments are as under :-· 

\3) 

rhe cor.:.oratio~a,rns an yield of 5.22;.. on the 

ave1:ag.e bcol<:. _vah.t.e._ .o! _its total _investments 

in India and <+;_62Jo on_ irwestments in foreign 
I 

co'.mtrie.s .. 

Investment in Government Dnd .other a:oproved . '·' .. ' - .. 
SeC'lritiEes· at '\5.&15 croreS accounted for nearly 

' • ~ ' • - .._ # ·~· 
'• ~ ~ ' ' 

-54·/,. ·Of total investments at the end of lS.SS-67 
'"'. • ' • r • • ~ 

·ori t-ihi.ch the: Coroora.tj,cn ea-rn~4 on an average, 

a yield -of 4.51., •. : . 

Nearty:l4~ of the_total irivesttble resoQrces of 

the Cbrooration; -aggregatin~ rs._156 crores, were 

in loans and del?osits to/or g•.1aranteed by the 

Government, ioans to ~lectricity ~oards and 



tniti~l capital of the Jnit T~~st. of Inrlia. 

O·~t of ?s.l56 crores so ir"JVested, loans ani 

de~osits to/or guaranteed by the Governm-=nt 
. . . . -

l5v. 

acco·~nted for as nl'.lch as ~.113 crores on 'vhich 

the Cor7oration earned, onan average, 5.64k 

against 61o charged by it on loans to policy

. holders \. 11.s.86 crores.1. . .. . - . ' . 

dhilst' n2rcentage distrib·~tion of its j)Ortfolio 

in debentures and preference shares. real 

property and loans to policyholders declin~d .. 

OV(!r t~ period 1~57 -67, there 1v:as only a modest 

increase in 'its ·investm~nts in eq11ity shares~, 

The aggregate book v"a:be:· .of UnaP:")roved invest

trents as on 31st }:iarc~"l 1%7 was: Ps.51.65 crores 

on which th~ Corporation earned. a yield of less 

than 51 •• ' 

The· yield froin real r>roperty is .5.24i~. 

The" yields on "debentures, prefer.e_nce shares, 

equity shares arid policy l~ans are 6.67~. 6.~3~, 

6.98"k and 61. resp<!ctively .. 

Ba' . .:i.nces in.current account-.amo'.lnt to l?s.l5.v5 

crores on '1-Thich tha:. Corporation does not earn 

anything~ 

....... 
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- ---3.6.S. In this context,. it __ is >1orthwhile examining, 

as under, th~- perfoz:mance of the J.K.C.:>mpanies in res;>.:ct 

'of their investments. 

Bri ti.sh Go~rriinent - -
Securities Or: British 
Govt.Guaranteed stocks. 

Hortgages. 

Debentures and L.,an 
~tock, ~reference 

-Stock -J< Shares. 
Ordinary_ ;~ha~~- 6c 

Stocks. · 

Real Property, Ground 
Rents .:X other· - · 
Investments. 

1~56' 
--r--~ ·: 

.2S.> 
14.2 

21.'1-

16.u 

18.5 
lv~.u 

1S65 
--y-

2v.5 
18 .u 

21.5 

22.U 

18.u 
ilJU.v 

'1>66 
-,;-

19.u 
l~.u 

-22.5 

13;u 
lou.u 

::)o J.rce: Life l~ssurance in the 'Jnited Kingdom 15.52-66. 

GROSS INT_gnE~T Y ELD .. ,.)o - LEiilliNG a.K.. CLir·.L?~.uuzs. 

Year- Legal.& ?rude.p.tial Commercial Not1·1ich ·Royal Guardi 

-- General Union. union. 

1557 5.13 5.66 s.-u7 
1958 5.1S 5.81 ,. 6.18 
1S59 5 .-5v· 6.03 5.47 6.46 
lSSu 5.87 6.5u 5.S6 5.74 s.sa 6.87 
1S61 6 .v3 6.58. 5.84 6.vl 6.48 6.75 

.. 1962 5.S6 6.65 6.12 6.02 6.75 
1S63- 6 .u8 6 .6s· 6 .2S 6.16 6.32 6.8S 
1%4 6.30 6 ·.87 6.42 6.36_ 6.47 6.88 
lS65 6.51 7.13 6.7S 6.52 6',71 7.uu 
1S66 '6.513 6.52. 6.89 6 .• S8 

) ; .· ~ 

...... 
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3.6.lu. It will be seen thiit the :dritish Life Offices 

follow an active investment policy. ~lith inflation on, 

and despite the yields ':ln Government securities being quite 

high, they have l.aJ reduced their holdin~s in aritish . 

Government securities, · l.b1 kept constant holdings in 

debentures and preference shares and real property, etc·, 

and \c1 increased their holdings in ordinary ~tock ~nd 

shares and mortgages. Crdinary shares provide high yields, 

growth possibilities and a hedge against depre~i~tion in · 

the c·~rrency; mortgages yield higher interest on funds and, 

in many cases, are associated with promotion of life 

ins1~rance; real property also constitute a badge against 

inflation and Qebentures and preference shares yield 

sufficiently high rate ·to achieve margins for offsetting 

depreciation in the currency. It _is significant that 4vt. 
/ 

'of the total investments of British Life Offices are, thus, 

·in securities which provide a hedge against inflation and 

depreciation in curren~y. 

3.6.11. The concern of the British Goverriment ar.d 
.• . 

the British Life Offices is principally and·basically 

for tha welfare of the life polic-' holders. In 

practice, therefor~, only by serv~ 1g them, they are 

serving the community and th~ nati,~. 



U.s .Cow.>anies 
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3.6.12. The following table gives th~. distrib~tion of 
• ! .! J • • 

assets of a.s. life Insurance Companies and gross interest· 
'. . . ' '-t ' i " 

rields earned .by three J{ad~pg u.s,~conipanies ::-
...... 

:t'E'.L{CENTAGE OF DISTRIBUI'ION OF ASSE'rS 
OF-.. J.::; • .L.IFE INSURANCE CO.t-lPANIES. 

~ 

~ o n d s 
J .s .Government 
Poreign Go~e~n-

· lSSO ·-
21.v 

' .. " 
ment~ :.-·: ··. ::il.-• .7 

State,::?rovincial .. 
& LocaL· · : 2.4 

Railroad . . !$. u 
~ublic Utili~y. 16.5 
Industrial 
& Hisc. .. 14.9 
~tacks, _ 3. 3 

~brtgages. 25.1 
I .. 

Real Estate.· 2.2· 
Policy loans.'· 3._8,. 
Misc •• ~sets. 4·1 
T o t a 1 : 100.0 

9.5 

(i • ., 

3.:0 

4.3 
LS.S 

2U,l 
4.0 

32.6 
z.s 
3,.6 .. 

·, .. , 
4.1 

100.0 

' 

0.3 

3.~. 
3.1 

(4:u 

22.4 
4.2 

34.9 

~-·1 
4;.4 
4.4 

10v.O 

- . . .. 

- 3.2 . 

0.6 

3.4 '' .: I 

2.1 
io~7:<· · 

24.2 
5.7 

·37i.8. 

3.u 
4.8 
4.5 

100.0 

Source·:·~. Lif!;! Insura!lCe Fact ;Book 1~67. 
·- ..... ; 

· GROS.::; INTEREST YIELDS EARNED 
BY LEADING U.S. COiYli'ANIES •. 

i965 ,_ 

- t/.4 

3.1 
' ; 1: c 
2.v 

u>.v· 

'24:~ 
~- 5.2 

38.7 
2.5; 

5.5 
4.6 

lOU.O 

~tr~pol!ta'rt" 
~.751 •. 

- Prudenti a1 [·.~ .. New York Life 
. 3.641. 

3.80 . 
3.Sl 
4.08 :·. 
4.20' ' 

-4.36i·; 

-!:t~ '{ 4.7; 

-.. ' 4.40% 
4.53 

' .4.63 
:_ · , i:~~ I.Ne~J 

i:M '' 

' 3. 73 
3.82 
3.~0 
4;07* 
4.~9* 

: i:~t 
~=~~:. ............. 
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* Common stocks taken at cost .. instead of market value 
which means _yield is high~'by about u.05.4. 

1.54. 

3.6.13. The U ,l;i. ins·~r~nce companies have been investing 

a growing share of thei.J' assets in high yielding 

investments. It wilJ. be observed that the investments 
. . . . ; . . 

in "J,S.Government bond declined from 2l.ll:4 in 1S5u 
. . '~ 

• ' _I • 

to 2. S /. in 1S6.5; th~ investment· ·in foreign Government · 

bonds, rail road borlds and p'.lbli~ utility bonds als·o.,, 

declined from L7l, '5.01. .and 16.~/o to IJ.4k, 2.01. . ' -

and lu.Ot. respectively durins 't~ period: The 

investments ~n mortgag~~ rose;(ro~ 25.1~ in 1950 
. : ' 

to 38.71. in 1S.l6. ThF invest~nts in'stocks, real 
.. 

es'tate and policy loal.j.$ also increas~d. -~uring this 

period. The gross in~rest yi*lds have been steadily 
. . - . 

rising and were between 4.5k. and ·sh.-

3.6.14. vlhile the 'u.K~· and J.S.In5urers. have been 

constantly reshuffling and realigning thai~ investment 

portfolio to yield .the highest poss~ble yiel~ 
. . . 

and consistent with the .safety of capital,· the Corpora 

tion's performance in this matter does ~9A reflect the .. 
flexibility required to'pursue an active: investmant . ' 

policy with a view to earning the highe~~ possible 

Comparison o: 
yields on Ll 
investments 
with those o 
OK a OS 
Insurers. 

........... 
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yield. The Corporation has continued to lean very 

heavily on Government sec,.lrities and loans to Goverrunent 

and semi-Government bodies on which the yi~ld is 

Considerably lower than on other investments S\lCh as 

mortgages, debentures,· preference, equity shares ,etc. 

3.6.15. As a part of its investment policy, the 

Corporation unde~ites Bonds and debentures of 

Statutory corporations, ~lectricity Boards and 
i' . ' . ,· 

Central Land Mortgage Banks, debentures of existing 

companies. ordinary and preference shares' of existing and 
J _· .• . • • 

new companies. There is no risk involved· in the 

underwriting activities· of the Cot'lloration except 
. - . . . 

in the case of shares of new companies where the 

Cornoration ~ot only· suffers heavy depi-eciation' on 

the book value but also forgoes yield for a period'· 

of about 5 years• : In all unde_rwriting case. the cost 

of investment is reduced to the extent of underwriting 
' I 

. . . 
commission and brokerage ea~ned ,by th~ Corporation. 

The Coro~ration's investments_thro~gh underwriting of 

shares of new companies amounted to about ~.23 crores in 

1~66-67. that underwriting 
.. . 

~~~~~~~~s~t~r~i~c~t~l~y~i~n accordance with business 

~dncioles. 

. ........ . 
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3.6.16. . Thz total value of real -property · 

investment by· the· Cornoration is l's. 34 .S5 crores ·on 

whic~ the Cor"?or.ation obtains an yield 'of 5.241..

The Conoration • inherited 541· immovable- 'prope·rties 

in and out.side India vaiued at -r.s.lS.z7,·crore·s·. 

Thereafter the Corporation co!llPleted proparties 

worth ~.9,,~ crores. .Tne Gornoration has· at· .present 
:: .... 

au-unremunerative _propertfes with a book value 
., . 

of Ps.ea -l<,c.s o·~.t of which. 13 ·.vith a booK.· value of 

. ns. 27 ·:lacs are .,useful. ~lle. remaining properties 

are to b~ .. ~i~nose~ , off,: Besides, the Corpora don 

has 42 vacftnt pl·)ts. ()f_ the book val•Je~ of:·Rs,l.u3 crores. 
~ . . ~ ··- .- . ' . ' ' . ·. . : - . . . . - . 

out of'which.l8 .. ars expected to be· developed i:n ~-
•• J.~ '., . ~ /_ . • . ' ,. . 

year or twq •. , Thel;'ca, are. le.gal or o·ther difficulties. iri. 
. •' •- ,;,.J . .:. '.· .•· . ·•• - . 

devel~'!?ip.g .some~ of tpem~ 

3.6.17 • . . . It is' of 'iritert::tH .. · 1;;0 no~;;e t:nat: ~:wnlle the . ·. - . ' 

Hou~e. ?roperty ~r '-the Cornoration· increased from .> 

rs.22.18 ~rores.'in .. l958 to.-115..34~65 crores. in 1%6-67. .. . . . ., 

the yield th.sre'on durfng 'these years :v;elit:;up ·fl;'om. 

3.8S1. 'to 5.24%.' .. 

3.6 .18. . Tile lli.:UilllUill return so far earned. by the 

Conoration from House Property was 5.24£ i~ 1%5-67 . 

. . aouse ?ro~ty 

. . . . . . . . . . 
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This return is obvio~sly very inade~uate especially 

in the context of the p~esent high rates of interest 

and when the Cornoration itself is chargin3 81o on 

mortgage loans and 7 lo on loans under "Own Your Ho100 '1 

Scheme. The return to the Corporation on its 

~tate Governments' housing loans is 6.25k whilst 
.. 

that on Debentures, Preference Shares and Ordinary 
. ·-

shares co100 to 6.67%, 6.93ioand 6.98:4 respectively. 

It is, therefore, obvious that the Corporation's 
- . 

investment in house property has not been on sound 

157. 

business principles. Even after taking into acco'.mt 

the inherited ~roperties some of which are un

rem.merative ·the yield on new properties 'should have 

been about 8 to 10% and the average yield should have 

been a·>out 7% vis-!:-vis the present return of 5 .24/o. 

,;re recommend that the Cornoration sho~ld, 

therefore,·e~mine its· house property portfolio and 

Other properties "lirhich do not yield at least as much as 

that-charged on mortgage loans, i.e.; Bk, should also be 

di$posed of unless these are absolutely necessary for the 

Corooration's own use. The Cornoration had some excellent 

opportunities to make very attractive investiOOnts in real 
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prop~rty dev~lopment in th~ ·~rban areas. The ca.,ital 

gains and yields thereon should have bean attractive . 

'15&. 

3.6.1~. • ~ on 31.3.1~7, the Co~oration had given loans 

to State Governm~nts for housing schemes.amounting to 

~>. 83.34 crores. These: loans related to the lrl.dd1e In-:orry~ 

Group hous~ng- .>Cherne, Rental H():Jsing ::,cheme, Low Income_ 
-· 

Group Ho•~s ing Scheme, Village Housing ?roj ec t ::-cheme, 

Plantation Labour Housing Scheme and Land Acq'J.isition and 
.. •', . . -

Deve1o-pmant Schem. The yield on these "investments rose 

from 5.5U/. in 1962-63 to 6.251. in 1S66~67. 

3.6.Zv. The loans schemes of the Co~orati.on for · 

housing are-as under:~ 

\lJ _i'~op-erty l:lortgage .:icheme · .. · 

\. 2) ·_Q-Ivn Your dome Scheme. 

\.3) . :J:t1dividual -~lciye?s ~1ousing Scheme_._ 

· ~4/ ·;Co~operative Housiug So~ieties of the 
Cor,oration~s ~mp1oyees. · 

\5) :ublic Limited Companies fcir ~onstr~ction of· 
Staff Quarters. ., · · 

\6) Co-operative Societies of employees of 
Public Limited Companies. 

3.6. 21· . The loans sanctioned and disbursed from 

1.4.1%4 to 31.3.1%7 in respect of the various 

l2J Other 
Loan Schemes 
of the 
Corr.>oration. 

........... 



h;,'.lsing schemes of the Corporation are as follows :-

No • of · Amount · .-.lllo•.mt 
disbursed 
(~s.lacs J. 

applications sanctioned 
sanctioned. \~.lacs). 

1 . ?roperty Mortgage Schellle. 
2 ~ "Own Your Home 11 Scheme. 
~. Individual-Employees' 

Housing Scheme. · 

4 · Sc:heme · for· grant of loans· 
to Cooperative ~ocieties 
formed by the· Employees · 
of the Corporation. 

1410 
3267 

. 224 

31 
5. scheme for' grant' .of loans t _,' 

Public L_td ~ , Companies for 
construction of-houses-for 
their employees •. 15 

' 6 · Scheme for grant of loans- to-
Cooperative· Housing Societies 
formed by the employees of - · 
public Ltd. ,Comp_anies .. · - - -·- · 3 

I: o t a l : 4SSO 

1058 .88- .. 821 .84 

922.62. 630.53 

36.40 24.5S 

152.75 s.sQ 

22.49 9.00 

1613.74 

3.6;2.2> · oWn Yd·ir dome scheme is at present in operation, 
' 

in 118 Centres 'in India cover£rig -~il ·towns with a 

population. of . one ··laldl imd above.' Under this ·Scheme the 

Coroo~kfion has sanctioned; lis~l0'.27· d·ores to· 3,638 
. •: I ·-,-. • •· - • • • . . • 

a?plicants out of ·which Hs • .7 .59 crores ·were disbursed up 
: ... • • - 1 -· 

to 31st Aug•.lst'l%7 •. The average loan: sanctioned comes 

to: Rs.2s; aoo·c apJ)ra'ximateiy. it ·appears that o. Y .H.Scheme 

does- not seem t.'o benefit eve~ a· majoricy of the middle 

class people, let alone poorer s~ctor of the community . 

. . . . . . . . . 
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3.6. 23. Further, there has been criticism against th~-

very heavy expenses incurred by ~·~· borrowers · f~r 'Obta1n1ng 

loans.under the Scheme. The Corporation insists on:a. 
. • ' ~- I -

legal form of mortgage which is indeed very costly. ·In 

-Oll~ opinion, there should be no difficulty in 

accepting equitable form of mortgage for such. loans 
. ''\' 

· especially so when this is permissible in about 31> town!> 

out of 118 where the Scheme is .under operatt_on. 

We reeotilmend ·that in respect of the towns . . .,. ·- .... - . -

where eguitabl~ form ot mortgage 1s<hot 
: ', - i - I 

permissible the borrowers could be asked to 

call on the Corporation's offices·in one of 

the 30 cities: whe~e equitable·· form of 

mortRage·is permissible to deposit the tttle 

deeds. The cost and inconvenience involved 
\ 

will-be nagl~gible a!? compared to the bea'Vy 
. . . . . . . 

stamp duty .on ~egal ~ortgages. Tl:lere cannot 

be any Va.l~d\l.l~tification for CQ%ltinu!ng Wit] 
~ ' -. . . . . . . . 

the legal fo~m of. ~rtgage only f~:r tha sake 

of ~t'ormity. Further, the Got'J.'oration sho'.lld 

reduce. to the!. very minimum expenses, like the 
. - . . .. .. ( .. 

. fee:~. -of le~a}.i advisers and architects ,etc,, 

on sueh loans •. 

. ....... ~ . 



H0•.1s ing Loans 
for weaker 
sections of 
Society~ 

lol. 

·we also recop·p;erid that Govarnmant sho·Jld extend 

the list of Cities where the ecruitable form of 

.mortgage is permiss:ible. 

The Cormnittee on Public Jndertakings has 

observed, on this subjec~. as follows :-

"The nationalisatiori of life insuranc·~ . 
business in India was resorted to for the 
benafit of the_masses. It was, therefore, 
of prime importance that the vario·is loan 
schemes .0f the ,Cornoration sho,Jld more and 
Ill9re:, cater for the. weaker sections of. the 

·society . 11 •• -~ 

Even th01.13h the Committee o.r;l::- ... ~'i..lic Jnderta1dngs 

stJ;'essed the iinportance of the Co'Jl)oration .~at_ering 

to the \'leaker sectbns of the ::.ociety through the. loan 

schemes of· the Corr>oratiori, ·;nothing tangible has been 
. . 

done so far: ~ven the further reoly of the Government 

- to the Cominittee on' i''Jblic underta~dngs refers only to 

the existing scl'lemes· of the- Corobration o~~::1:icularly 
,. I" • 

OYd under which, 'as mentioned earlier; t/:l.~ average loan 

san~doried.is irs~28,uu0.; · Surely,, neither :the Corporation 

nor the Goverruiient _;have given any thought -to the 

evolving of a scheme to help. the ~oorer sections of the 

community·. 

3.6;26. Y7e, therefore, reco,:rrnend that the Coruoration 

. ...... . 
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snould_folloii.JL_Vigoro·is ·oolicy of investing in ho•JSiQg 

Scnem:!S and Si;:nt)lify itS ..,roced!.zres for granting loart.S for 

such schemes so as to enable more and more classes of 

people io take the advantage of such schemes. 

3 • .,j.27. The prosperity' of this· country depends on th~ 

development of the rural area~. It has been seen in . . ' 
recent years .how the- .::h:o'.lr_ht conditions in large areas 

of the country have adVe):'Se ly affected the ·economy of th; 
-~ : . ,· 

co'.:mtry and the industrio.l sector as welL· When r•1ral 
. . 

inco~ goes down·, the circulation of money diminishes an(! 

the vlhole economy slows' down. It is. therefore, vital to 

improve the t-ural economy and insulate it against the 

vagaries of the c lima.ta. For this l)Urpose •. large · 

investments'for·ruraL development ar~ required, and the 

Life Ins"l.'tanee ·Corporation has to take an_ active part 

in this. The Cor~oration's investments sho~ld be 

?~imarily directed .towards s~nemes ~hich will help to 
.- . . . 

increase th3'Gross National'?roduct quickly. !nv~stments 
"' . ~ .. 

which will hel? a fanner to :J.~rove his .£a1:m a~ 

increase the:' production. will not only hel? the · 
·: .' . ': . -

nation but will also help the Corporation to inc~ease 

its life insurance business in the rural area. we 
-

have-" made suggestions in this re~~ect in Chaptars vr.:.s-
and u. 

:;:n\res t.rr~~ ~~.t . 
for Z".Ir aC · 
rleve lopment 

. ...... ~ ... 
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3.S.L8.. . :lural ho•.1sin~ is another field which should 

receive the Conoration's att:;ention as second priority 

after inv~stments m9~t to increase tha ~.1ral production. 

The Co~oration does not at present earma~k any f~nds 

for Rural Housing Schemes. The C r?oration, however, 

·grants loans to ~tate ·Governm2nts for the ·various 

ho•.1sing schemes which include Village Ho•.1sing Schemes 

also. The Cornoration has stated that its prime role 

is insurance business and not hoUsing' or. investment in 

ho•.1sing and that beyond its-present investrilents in 

ho•.lsing under the various scheriies a major role in housing: 
.. -' 

construction will not be appropriate for the Cornoration. 

In this con~ction, it would be televant to mention that ' 

the Corporation is not primarily an insurer only but also 

has c~rtain social objectives to achieve; Attention is 

invited to para ~1 of the R.aport of the Comini ttee on Public 

Jndertakings quoting the late Pritna liirust~r, Shri J awaharl 

Nehru's observations on the Co~orat:ion' s role in 

. providing housing :-

"There is· on~ asl'ect of· the >vork of the Life Insurance 
. Corporation to which I. would like to draw special 

attention. Both in England· and in' the United 5tates 
of America, private insurance companies and corpora
tions undertake building operations on a treuendo•.1s 
scale. This is not only good investmemt, but has 
obvious social advantages when there is such a great 
l.ack cf housi.q.g. It seet!!S to me that i~ India tnis if 
even more needed than elsewhere and a ~tate Corpora
tion like the Life Insurance CorvoratJ.OJ;t of India., 
sliould be presumed to nave a greater socJ.al outloo~ 
than private companies·" · con'ta, •• , ••..•. 

*** 'lr'k* *** *** *** *** *·k-Jrl< 



3.6.2~. 

arn all the towns of India, there are slum 
areas'which have to be replaced by_ clean 
and· healthy living conditions and good. , . 
houses. State GoverP~-:1.ents ·are res:1ons~b.Le 
for sue h investments.; · but· the L. I. C · can 
certainly help in a big way.'' 

63 million houses in the rural and 11 million 

houses in the cities are to be built. The Cor~oration 

has conceded that there can be no do·~bt that construction 

and sale of houses.on instalment basis will provide 

a strons inducement for purchasing insurance. The 

Cot7oration further states that it has yet to examil .... 

to what extent the limited 9a~acity of the Building 

Deoartment which has been created and organ~sed solely. 

to meet the.domastic needs -of the Co~orarion can be 

stretched for ho•.1sing for policyholders. If the 

Cor,oration finances even Sv~~ of rural houses under a 

phased ~rogramme extending ov~r a decade or two it 

/ should provide a great .incentive for the people in 

the rural area for life in~~rance. The expansion of 

the capacity of the Building Department for this 

pu~ose will, of course be necessary and the existing 

limited capacity cannot". be acce-pted as an argument for 

supporting the ·~or?oration's indifferent approach to 

the basic problem. 

~ . ~ ...... . 



Corporation 
to act as 
entreoreneur 
~rural 
housing. 

Cor,oration' s 
failure to 
act in the 
spirit of a 
trustee for 
~licyholders' 
money. 

HiS. 

3.6.3\J. ·de are constrain-ad to observe th_;t such a 
r ,.... '.- :-~·r· --· • •_ ,. 

negative a·o?rdach on ·a. vital matter like this is bo·.md 

·to handick~ ;the C:or,;6rat'i'on'in spieading the message·· 

of life: lns~r~nce' t"a everi nook and corner of the country 

and 
- - ,.. ' -. c .: ·. " ....... _ ,. .- -. -~~- ., .. .• -~- -~-~ ~ '- . 

conie in'the way of it$ making 1!laXim•m ·contribution t~-
_> • I· - =. ·'7 ~. _ C _ •• • • . · r - • :.. • • ·._ ~ __ • . -

the socio-·ee:-onomic -transformation thai· :fs t;akin;i place in· 

the ~O'.lrltry·. t,;e:';.-therefor~, recommend -thctt· the' CofPor~ti.er 
. ·_ - -:~ -~ ' I .. - -~ - , -'· - ~ . . . - ·. - . . 

should act' a:s an' 'ehtr~prerii;mr· for rural hot:i~iri&.:.~nd . b•.!il1 

cheap' hous:eis ':c~st'i:ni hot .more. tha."n 'i!S.l! 01.)0 each ·in -rural ; 

areas. Stich 'a. ··scbeme· -vt'ill 'ph>Vide 'great incentive :to. the 
_· -· - :- • :- ·"' -· • -. :..: - . r '· • - • • -. ": ••. • • 

rural pop•.1la tion· ~to take· U:p insurance • 

3.6.~1. The C9rpOr1;ition consid~rs that "it; has follmved . . -
the Dolicy ,of earning .. the higl:lest rate of interest . ' -·. . .._ . . ~ 

consistent wit;h security within the frame~ork of the 
• ~- - . -· ' • . . - . , '. !.- .• -~ 

statute governing. its investments. 11 We are afrcdd . ' . - .· ' .. ~ : ' .. ~ - . . -

we do not_agree:with the_Cor~oration. From our study 
.' • • - • - _: \.. • • • t 

we regret to~ay.that the ~Or?oration does not seem to . --.... . . . - - . ·- . - . - . '. _, .. ·- - - . . . 
be acutely, c.onscio1.1s of its. resryonsibility_ to act in. -- . . . ----

tl,'le spirit of a trustee for the policyholder~ _and ~has 
. • . • . • • • -- •. - • . • --. •. - • . . ! -- . . ' ,_ '' -: 

failed. to .sho~ the .same degree of concern,. and soli~ci.tude. 
~ . 

for tn:, inter~¥-t of the policyho1.ders. if! the _management 
·- ' - l .• --· - ' - • - - : 

of theh: funds. as .a trustee sho·Jld normally do· We 

beli2ve. ~hat. even within the stat'.ltorv limitations • 

. -. ,. --· -· ... 
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the .Corooration had,. since. its, inception, !imple 

O?"'>Ortunities, .consistent with _the economic and i,nyestment 
·-!..---

cli.mate in th2 co'.ltltry, .to .so ratiqnalise, .reshuffle 
. . .. :- . - ---- ---· ::~ .... .,.. ·: - . 

an~. re-align its investmen.t po:::-tfolio as. to.. ,secure 
. .. - ·) . . . - ---- ..... -- ----·- ,. ----- ---.-

maximum possible .yield as was done by t!J.e. :&z:it;ish 

I,;ife Compam.es. .t·or exaiii')ie, the -.Gonoration iS under 

:no statutory. obligation to,- invest .huge:_..a,mounts tq. ,the .. 
• • . .:.. ~·------·- .:. - ._ •. - •• ..,_ j} ; ____ -::_._ • 

tu':le of ~s.l56 ~::ores in lo~ and deposits .t.o ?r, 

guaranteed by the Government the; ,inter.EOst yield~ . 
. --~-- .... :· .. ---~ .•.. ---- -.-- ------- - .· 

on ·which :!:'.'he very low .and O'J,t. of tune ~fith _th~ .i:~igher 
··.. . . -----::. . .. . . ' 

market rates which are easily available on other 

investments inchding loans to policyholders." There 

is a differential of- abo.lt 2 to 3,. bet>veen'yields ·on·· 

sec•.1rities ·and loans' t~ Go.ifer~nt and' Semi-Goverrun~rrt:. 

bodies, vis-~-~ other availabl~ investments; e.g-.; 

loans on mort~~ges, 'deberiture.s·;"preference- shares, 
'' . 

ordinacy sha1:'es ,etc ... t'ne Co~~·oratlon has, therefore 

sacrific~d batt~r ~leld .ori' its funds by investing 

~ore in such captive inves'tments' even thotgh there was 
·l 

rio statutory obiigation 'to do so. r::ven if we assume. 
' ': ._ - • • • : ' ..... ·: ' : ;. : 4 • ::~ •• _· : • • i ·- --- - - . 

for the sake of argument that th'Z Corryoration had to 
• 1 • ~. • ... !' ~ ~ .. -·: -· . ' .• ~ ... . • - . . 

invest huge funds· ':in ioans· and de;os its t·o/ or ·guaranteed 
.... 

by the Gove2rnment, we are ·of the opinion that the 

· Corooration should have at least c:1arged ,the prevailing 
........... 
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market rates on such loans and c"e~osits partic·.1larly 

when th~ Corryoration il!!expected to .-act ~n business 

principles and serve the best interests of the policyholders 

3.6.32. It is •.1nderstandable . that the Government 

themselves would~norma.ll~look to the Cor':loration 

for investment-in certain ?lan Schemes._ However, 

we fee 1·· tha-t: the _.Cor-:~orat ion should not have been . - -~ -

treate'd by the~Gover~p.t as a milch-cow for such a 

pur-,ose to the·detrimmt of the interests of the 

po l'icyl:iolde r.s .. 

'·-· I - . ; ' -- .• : { _.,. 

3. 6'. 3'3. · In "our: opinion,. ;i.t -is absolutely necessary 
.. ·::. j_. :-.: . • . - . • .. . 

for the'Government'to'create conditions, by suitable 
., ..1 ~-·· "; ~ • -- •• - • 

relaxation- of'.statutory·:Iimitations, _ wher~by the 

c~ri)6fatiohceases:to be- its. eapti~e.investor and is 

free t~'~iis/ itsr di.scredori to. invest. the funds, which 

are :held by' it in 1:.~-t · !or the,·policyholders', in 

su~h ·a' way 'th~·{ ;the- interests of. the policyholders,. 
. ...... -. . -- .. '--. ~ -- .:; .·· . : -- ... -. ' . -
are primarily served,' keeping· in view the plan· 

priori~!~~ ~~ requiremen~s of_ tl~ ~overnment. 

_The-Governm~nt: mus:t, also ensure that the 

rates o:f-··lnterest which are-, paid on Government 

borrowings fr-om: the ·corporation are reasonable and 

not kept·-at an "artificially low leve],. If. this 

• tl •••••• - • 
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is ens•1red, th2 resources of the· Cor0orati ·)n will 

be utilise•i .by the l?overnm~nt for ? "lrnoses of the 

.'1"'-ns "and at the ·same tixre the · interests of the 

?O~icyholders -..-lill be safeguarded. To expect 

th~ .Cornoration to serve: the best -interests. ·_o~ . ~.be 

policyholders primariiy .. ;cind. -promote li~e ips:.11;"e1nce 
,. !'. 

_i.q. India and at the . same time ·-deprive it of higher·· - .. . · . -.. . .. ... . . . 

. income., which it could have :· otherwise .. earnec;l, ha4 ·' 

it not. been for s 'tatutory limi·tations a.nd/o~. indirect . 
. · .. · ... . 

coiil:puls ions, is tantamount·· to _s -tarving the hen tr1~t i.s 
· ' • • • ' .# . , t. ...,. I. • • . 

expected to ~ay golden eggs. ·The .~net result of such 
.' .... ,.' ·: . ~-. -· ,. '"': 

a polic_y is :that ·whilst art: investor_ . obtai~ an yield 
·. . ·- .. . .... . .: - . 

of 7/o even oh . Units · ofUnit~T~~lst p.nd 6 .. VS1o on 10-_yE:al: 
~ ' • a, ' ••· ~ - -~ o • -~ • ,. ' 

National· Savings· Certificates, . the savings of the 
·' · 

~olicyhold.crs in the form of li~:~ f~nds do- not earn 
. . . 
mor~ "than 5· ~7"1.. even when t,he investments. are managed 

. . ·: : .- . . . . .. ·.-

by a . l1eli-eq12l.ipped · investment: _depar.~ment - of ~he. Corporation. 

3.6.35. viith such a.· woefully l~w· return~ fifa , · 

insurance canr1ot but b~come the .. most ~nat.tractiye 

medium for savings of the cornm'.lnity. ;l :t .is only 
. •, .. - . . 

\lhen rnaxinum· possible yield on investments:. is earned 
~ . 

through a well-planned investment _strategy .. and 



expenses are strictly controlled by the Cor')oration 

can life ins .1rance becoiiE economic and attractive to 

the common man as a medium of savings. 

It has to be remembered that the cost of 

sel'.\,.ing life insllrance and servicin~ it Sf.lbseguen.tlL 

..!.~ hi'5h co!T:lared to the costs incu:r·red undet· other 

types of savings available to the nublic, e.g., 

Savings bonds 1 Savin::ss bank accounts. we, tb~r-:fore, 

reco!Th-nend that the Cor'oration must earn a l~i~h~ r 

rate of interest on its invest-rents to c o72r th.s 

hi:sher ex~enses it inet.1rs 1 if life ins'.lrance fs to 

compete s~.lccessf'..llly with other rredia of savings~-

3 .s. 36 ~ . N2vertheless. if Government feels that · a 

partic~lar investment is essential in the inte~ests 

of the CO'.lntry even if it carri~s a l'JvJer yield, we· 

, --. 
~J.-. 

I ' ~ , , 

recommend that Governrn(~nLsho'.lld not hesitp.te to give 

a directiYe to the COr'!i oration in ,.,ri tin-s ·.1~1der 

Section 21 of the Life Ins;.lrance Cor,.,oration Act, iSS5. 

3.5.37. · we trust that the .Government WO•.lld give 

earne·st thought. to our observations on the subj ect 

and adopt necessary treasures to · resolve the cor1£li.ct 

of interests of the policyholders and the Government. 

' • • • • • • • • • • • • • • w 
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CH!\?TB:?.. ,PI - SF.CTION 5. 

3 • .).38. Apart from our observatl~ns on the 
···-· 

Cor?oration's investment in Gov<!rnment and .;)end

Goverrunant: sec•.Jrities, loans and deposits, we· suggest · 

that the Cor~oration should re-examine its foreign 

portfol.io and improve upon its yield. to 'take advant·age 
: . . 

of i~v'~stment .opp~rtun:i.tles ·-and. higher yields ·which 

. are available f~ a n1.lmber of c~untries· abroad·:~ 
.. ; 

Simil,.arly·, ~~ co~.1ld realise· better· ·yields from its· 

unar,roroved investments. According to ·us,· if 

opnortun.ities- a.;;ailable to the Cor'!'oratiort in s'icc· · 

and re-oriented and imaginative 'policy had been . 

'P'.lrsued as was done by 'life insurance c.o~anies abroad .• · 

it could hav~. e'arned k-tter yield _on rt-:s ·."Pc:>rtfolio 

even ·while remaining within the.,statutory~.li'mits 

illl;)oi~d on its in..;.estmerits and by cate1;in~ in a large 

measure·; -to the increa.S·i:ng needs·. of our economic . 

plans with. the enlargenent of its ·iesoul:ces year by Y<lar. 

::~.o.3S. 

the ruDee has depreciated by· 50% since, 1S57. It is. 

unfort•.Jnate that the Corjoration has not t~<en any 

steps since its· incepti~!l to s-afeguard the ~nterests 
·of the-:policyholders against t'he depreciation in 

Hedge against 
depreciation o 
the curreE-

....... " ..... . 



Re.cotninenda
tt"Ons. 

~he value of the rupee. This fact ~lone shows the 
- .. 

lack of concern_felt ~ the Co~oration for its ... - ~- . 
policyholders~ .. · It may not be o'.lt bf place to J?(.)int 

01~t that the life insurance .. compailies abroad have 

been very .conscio,~s ab;;~t this factor and have, 

through the rea,lignnent ·of their :?Ortfolio and 

weightage given therein to. ordinary shares, mortgage 
. . . . . 

loans. real propert·l. etc •. (~early 4li'h of t'~rtfolio) 
. ' . 

provided to the pol;cyho~d~rs a better hedge against 
~ ~ . . 

inflation and depr~ciation in the currency on account 

of inflati,.on. 

It.~ is l~kely th:at in an under-developed 

and unorganised economy like that of India, it may . - ' .... '.· 

not be possible to.achieve. the same degree of hedging 

against. inflation am~ c.on:sequent depr~ciati.:~n in 

C~rrency aS iS possible abroad. de, h0~1ever, believe 

that a slgnif;i.c~nt extent of s ~h hedging is. still . - . 

possible in ou-r_; country: 

3.6.41· In the light of o1.ir above observations, 

'!!I.e feel that the Corporation. sho•.1ld scrutinise H~s 

171. 

investtrent "Oortfolio forthwith with· a view to step,ing 

up the y'eld thereon and for this ~u~ose we recommend 

,as under..: 
• • • • • • • ¥ • • 



llJ ·The .oresent restrictions on investment - ... \, 

of life· funds. were. i mosed i~ 1 !:>51J · b? ·Sec don 27.8.... 
of the· Insurance_ Act to protect the interests: gf 

life t>dlicyholders by preventin~ ~sc~pul'ous 'private 
. . 

J.nsurers from. ·frittering away the hard-earned savine:s 

of the people.throt1gh malpractices in investmarits._ 

:.i{th the· nationalis.ation of life iru;ur~nce, 'the 

ap6lldation of Section· 27A to the c~r,oration ·is an. 
. . 

' • • o • • • • • I . 

~a~n=a~c~h~t~o~n~i~s~m~·-·~·~I~t~h~a~moers the Cor~oration's freedom 

in evolving a·.flexible and a~t::.v~ 'inve~'tti:ent policy 

to sec;.lre the maxiiii'JJli yield for the policyholders 

coosistent with the safety of ca?ital and alsa · 
' .. . . . ' . . . . 

t>rev~nts it from acting on' business princi?les. 

for. effective mobilisation of national: ·Sav~n~s .for 

172 

econom~c devel~'?ment of. the country it, i$ essential that 

.life insurance is made· cheaper by enabling the. 

Corporation to earn higher:ylelds on tts inyestments. 
. j 

Cheaper insurance will;· in 'birn, lead' to larger 

and larger mobilisation of public .. sav:ings. The 

Cor,o'r~tion:'.s investments will, therefore, ·so ·on 

rising .in ar.ithmetical pr~gr~ssfan· and conseouently 
' .. . . . .. "\ '~. .• . - •:. . ' 

there should be no dearth of capftal either for the 

Gowrnment ·or for tM private sector~ ·in the circum-

etances, we Wolld strongly urge upon the Government 
.......... 



of Section 27A of t_he_ 

Insurance .-ict to the Cor:-..,oratio :1. This will have a 

tonic effect not only on the development of life 
-

insurance b~t also on the ca?i t~l markets in· the 

173. 

country and at the same time will increase the capacity 

of the Corr.>oration to contril:-ute sulstantially to the 

Government securities and ·,ublic eector -orojects. 

\2.1 The Corporation is a big investor to meet the 

needs of the Central Government, _State Goyernments and the 

public sector at ~_;:~wer rates of interest than what the 

Cor~orati~n can earn in other field~· 

l-Ie feel that the Cor':loration' .5 investment polic 

or yields thereon sho·~ld not be governed by considera

tions of assistance or subsidy to any Government or 

Government-sponsored institutions. s~ch subsidy must 

come only from General Revenues.-

,Tile funds of. the Cor·.-,oration are in th'e nat·.1re 

of trust money and the Cor~oration is.~erected to 

work o~_business princioles and further the interests 

of its ,olicyholders. Pe would, therefor~, recommend 

that consistent with the social objectives the Cor,oratior· 

sho1.1ld invest its funds, as under, so as to earn a 

higher return :-

, ...... . 
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~i; 23 ryer cent to be invested in G~vernm~nt · 
secur~t1.es 

UiJ 2S -per cent in "other aPDroved securities~ 

i.ncl·lding loans and deposits to/or·g1.Wranteed 

by Gov::!rnment, loans to Blectricity i~o"-r.ds, 

loans to Land dortgage Banks and {;.:>~op~~rative 

Sectors provided the funds are required for. 

specific rural projects; 

liii; 25 per cent to be invested spe~ifically 

for rural development including farm ·loans; 

provi~ion of irrigation facilities. ~inkin~ · 

of tube-wells, rural housing;.;manufacture 

of·. fertilise~s, pesticides, ag.ric•.lltural 

implements ,etc.; 

Uv) 25 p-er cent to be invested in nolicy 10~.ns, 

real estate 1 mortgages, housini loans·,, 

debentures, preference and ordinary sha~~s.etc •. 
' ., 

Jt is not expected t,at these percentag~s-are 

to be achieved immediately but so far as fresh inv·est

rnents · every year are concerned, the Corporation .sho•.1ld 

invest the new funds in such a way that these Percentages will 

be- achieved in a reasonable period of time., 

t4; ~nduly large balances sh~uld not be kept in 

current acco1•Pts 'l.nd s:!:-pJ_us funds "1hich are not 

recruired immediately Should be put in call denosits. 
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\S) The C!or..,oration sh~uld '01Jbl_ish eve;tY,_Y..ear in 
r ·.. . 

its Annual Re?Ort an exha~stive list· of its investments 

as at the end of the year giving the names of the 

companies as well~ as the amounts invested in. each 

-class of securities.: 

We are OP?OSed to the idea that the Corporation's 

funds should be· utilised for the ou:rnose of S'-tl>.,orting 

the stock exchange. o~-rat ions. 

0) The Cor1)oration' s- objective must be to earn 

the highest-yield on ·its investment subject to securit>: 
. -

of capital· in' the • interests- of the- policyholders~- and, 

therefore; every 'investment must be made by the 

Corporation -on :b·~sine·ss· princ-iples only. 

If the Coro"'r&tion :i~ to- be a mighty -· 

force as a medium for mobilisation of savings, the 

Corporation must be -placed' in a .position to earn a 
' minimum yield of 7%. . This will enable reduction in 

Eremiums. by 25% and ensure phenomenal. growth of life 

business· in tha country. 
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3.7.r. 

. PJ:I<FO,..:t1t-i.OC:S OF LIFE INSJ.i.~CE CU.ii?U.t<.-i.TION 
Wlrutm1~E.t<E:NcE 'l'u tJ:U 'obJEcTI vJ.';;) O:lii 
N.niUN.!J~I::;AnuN. 

ECONOI•liC PREMIUM RATES. 

Life Insurance in most of the countries in, the 

world is conducted under severe c~mpeti:tive 

conditions. T.he conneti tion is on t~o. counts - one : 

emanating from the other forms of .inyestment and 
' . 

the other between companies_ writing ). ife ins'l;lr_cmce • 

To cope UJ? with this competition, Companies \vill. 

have to be very vigilant .in "the_ mattsr .. of the premium 

rates they charge and' the service they render to 

the insureds. The . cost of . ins·~rance has to be as low 

as possible and their service~ _to the clients of the 

highest order. The· ·force .of_ c_oll!Petition will ultimately 

drive out those_ companies who have neither of these two. 

re-quisites. 

3.7.2. Vlith th;a formation 'of the Life. Insurance 

Corpo-ration; a monopoly- for \V'riting life. ins·~rance 

business competition inter ~ comranies no longer 

exists. In the absence of such a competition a_nd tc. 

meet the competition from other forms, of investments, it 

was ex-pected of the Corporation that its premi•im rates 

sho·lld be. no higher than are. warranted by strict 

act'!lR.riE'.l considerations. This was· also necessary if the 

L11'e 
IrlSUr a..'l.CS 
under-
£ n_I[Lpe t 1.!:.:1 ~'.2 
conditions. 

Life 
TriSUrance· 
under ·mono-·. 
poUstie con
·ditions. 
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active and energetic growth of life _ins·.lrdnce was to be 

promoted in the:. co·.:mtry. The premium r.s.tc3 s:-.o· .E. be 

such that_.a{t;:gr t~?-king into account bon·~ses ()eclared on 

with profit ,p_Q:licies • investment in life ins·.zrance should 

offer as attractive a yisld as any othear form of investment. 

3.7.3. While introducing the Life Insurance- (~mergencyJ 

Provisions Bill 1~56. in.the L-,'k Sabha. the then Finance 

Minister spelt out his concept of a well-run insJrance 
. ~ 

conq;>any and amongst other items, he mentioned the 

following two :~ 

1'The premium must be rio higher. than is .. warranted 
by strict actuarial consideratio!is ••.•. It must 
render a.prompt and efficient service to !ts 
policyholders and by its service mak.a insJrance 
widely popular". · 

3.7.4. - - -
'The three factors, governing the· calculations 

governing 
Premium Rates. of. life ins 1rance' premium rates;;. are the morta'tity 

of insureq,l:ives; the rate of i,nterest that will 

be earned on tlie life fund d';lring the currency of 

the policies and the expenses of management including 

commission~ 

3.7.5. ~wo other factors also play a part in the 

determination of premium rates -and these are Trucation 

and Competition. In co•.1ntries- where·life, ins'~rance 

has to work ui:).de.r cotm,>etitive conditions, competition ........ 
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is the most useful corrective. Messrs .Coe & Ogborn· in 

their boo'< "The ::?ractice of Life '\ssurance II consider 

competition as a very imoortant factor, thus stating : 

'!J.fuch of the actuary'~ "'-7~rk depends '.lpon iri;dividual' 

judgment, and competition provides a test of his 

decisions by refe~nce to.those made by other act~ries 

in similar circumstances. It should thus tend to 

restrain both excessive optimism and unnecessary caution.'' 

3.7.6. The rate of roortality has been falling 

contin·..tously because of the great strides made in 

hygiene and sanitation, purer water SU?~ly, better 

nutritious food, discoveries of new drugs, elimination 
' ' 

of certain epidemic diseases, etc. The· fall is more ... 

marked in less developed countries like India than in 

more developed countries like U.K. and J.S.A. 

. F01Vourable 
mortality 
; • "' d ~x.J2_e .n?_n~-~!1 __ 
its eff.act oa 
Premium Rat~ 

3.7.7. The improvement in morta~ity has a substantial 

impact on premium rates. The- current mortality -

experience of the Indian assured lives is about 

45% of the mortality adopted in the calculation of 

The latest premium rates and for valuation. 

available published experience on mortality of assured 
. '-

lives in India is_ the L.I.C. 1~61 experience. If we 

allow as a margin of safety, _the_ improvement in 
.......... 
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mortality that must have naturally taken place 

between 1961 an,c! nciw,. :and· ~q.opt L.-f.:.C· 1961 

experience as the basis for· premium rates, the 

rates should be <~,bout ·11% lower for age 30, ter:n.35 
_ ... - ' . : ' ' 

under Endowment Assurance and about 19% in the case 

of Whole Life limited payment age 30, term 35 • 
. . ,· 

179. 

righer . 3.7.8. During tlie last decade the rates of interest 
Lnterest yield 
l.Ud its effect ;n Premium . have also been going up in India as w1. :~1 as in ·.Other 

The Bank rate in India during this period 
i.a tes. countries. 

has been as follows : 

Up to 16.5.1957 
19.5•1957··to 3•Ll963 
3.1.1963 to 26.9.1964 
26.~hl964 to ·17•2 .• 1965 
11.2.1965 to ·i.3.1968 
2.~.196~ 

Bank Rate 

3~% 
4% . 
41\% 
5 %. 
6'%,' 
5 % 

3.7.9. 
J • - ~- • _) . ' . --. : 

The gross rate of interest earned on. the 'iife 
\ ' . : -· .. 

fund by the Corporation over the deca:- has also shown' 
' ..._. -- ·' 

an improvement even though the yieldto i :~ve not oeen 
• ~- ': _; 4 • 'J ' ~· - ' . 

as high as they could have been if th~ investments 

of the Corporation were not subject to restrictions 
.. ·:t ,-! .' I • , . < I 

and regulations,, statutory or otherwise, and if 

the Corporation had foliowed a more.active investment 
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policy. 

Gross interest yield eapneu on Life Funds ey LIC • 

Year ..L 
1957 (16 months) 4.58 
1958 4.52 
1959 4.54 
1960 4.58 
1961· 4.80. 
1962/63 (15 months) 4.76 
1963/64 a.ll 
1964/65 5.27 
1965/66 5.51 
1966/67 5.76 

3.7.10. As a result or the strait-jacket policies of 

investment imposed upon the corporation by statute. 

and the investment policy beirtg inf1tienced by the · . - . . 

Government, the Corporation has been reduced.to·a· 

poSition of "a captive investor" The interest 

yield earned by the· Corporation on Gover~ent 

securities and loans to Government or Government 

sponsored institution is not what it would earn if it 

were free to make its investments without statutory 
• ~ ' ' ; 1 

limitations, without the imposition of the 

investment policy from above and if_ it were governed 

only by the principle ·of earning the highest possible 

... " ..... 
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yield consistent with security of capital. -Today, 
' 

the Corporation is the.-largest subscriber t~ Government 

Securities and loans and yet ,it has no say in the . . '. 

matter ·or appropriate .interest rates offered. · It is 
-- • - • ' ' r 

no doubt open-to the.Government to fix the rate of · 

lnterest on·Governm<;!ntsecurities and loans at levels 
. :·.' l. • 

lower than what are otherwise justified in. the context 
- - ' - . . - j ' _ •. : ~ - . • 

of the preV41ent general market. rates; but this will 
' . . ~- ~ . . ' . 

result in lnwer yield being earned by the_ Corporation 

on its life funds. 

3. 7.11; ···These restrictions .have .resulted in keeping 

down the Yield ·earned by the Corpora~ion by 1 ~o 1.~. 

This has: had·serious <;!OQSequenc~- since, it~ 1% higher 

interest could be earne(,i by greater.freedom of 
. " 

mancij.l);VrEfability. in. its. investment. portt~lio ,. J..et 

alone the pursuit of an. imaginative and dYnamic ' - . . . 

investment policy,. the. Corporation could have .reduced 

the cost of life insurance by 15 to 20% on long term 

policies. 

3.7.12. 
. . 

one may well ask why the Corporation irt spite 

of the ract that it has experienced favc:urable 

mortalitY and earned an'yield ~nits-investments· 

....... 
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which is much in excess .of the interest assuzned in · 

its premium calculations has not been able-to 

reduce-its premium rates during the last decade? The' 

Corporation has neither reduced .the premium rates 

nor increased.· the b~nhs on i•with Prr-fi t" poliCies 

in any substa'ntial manner. This brings us to the 

third factor in the calculation of'premium rates, 

viz. , Expenses ·of Management. 

3.7.13. The Expenses of Management of a life cffice 

are largely within·· its· con tri.ll. · When the Corporation . 

was formed, hopes we~e 'e.x:pr~ssed that the t':lverau. 

cost win be uo~trol1ed. at'lo% which would mean that the 

cost of life -insurance in India would-be in line 

with that of' the Companies in u ~K. arld u.s .A..·· The 

level of management'' expenses to be :inCurred iS. a 
,. . 

matter of planning- by every life' insu1·ex the world 

over. Continuous efforts are put iri by every 

insurer to reduce the level of expenses and manage 

its. business within reasonable cost limits by 

introduction of measures of rationalisation, 
. \ - . 

simplification and mechanisation. 

• •• 4 .... 

Expenses cf 
Managemen~. 
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3.7.14. The Corporation could have also planned to manage 

its business within the cost limits indicated on its 

formation. Tnls was only possible by simplifying 

accounting methods, re-defining functions of Agents, 

simplifying p·oric:Y c-onditions, better work and 

administrative 'procedures. and mechanisation of as many 

operations~as possible. 

3. 7.15. ·Inflation may lead to. increase, i~. overall 

expenses· for the same volume of services or work. 
' ' 

However, having regard to the fact that inflation 

also incre·ases the demand for life insurance and for 

larger. 'sums- and, therefore, larger premiums on an . ~ . - - . . 

average· per policy_, inflation may not actually 

resuit in increasing expenses of management as a 

percentage ·of tb.e' pr~mium.' ·· Inflation has ~affected 
... -_, 

even the \rJestern countries arid in spite of continuous 
·' - ··- -· 

'inflati-on-in U.K. d:uring~the last decade, the expense 

ratio's 9f the U~K. companies have been controlled at 

reas:onable lev~J,s. If the level of expenses could 
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be reduced tc) around 60% of the first year's pre'miUJ!!~ •. 

from the present level of 72% and to 10% of the· 

renewal premiums from the prese!lt level of about·. 

19-i%, it would bring about J,O% reduction. in preml.um. 

rates. The ·corp;ration has not been able to reduce 

its premium rates during the last decade in'spite of 

favourable m~rt~lity ·axperiEmce and highe;r in_teres~.·. 

yields only because of its high level Of expenses. Of 

management. 

3.7.16. In U.K., tP.e cost of life·inslii'ance has· gone. 

down during the last decade as can be seen from the 

tables given' below. For 11Whole Life without Profi t 11 . 

rates have been reduced by 13 to 25% and for 

"Endowment without Profit" ra~es by_? to 23%. 
. .. 

Premium Rates per Thousand Sum Assured Whole Life 

Commercial Union 
Eagle Star 
Legal & General. 
Norwich Union· 
f.trudential 

Age at entrY 40. · 

1956-57 
24.2. 
23.5 
24.3 
23.7' 
22.9 

Without Profits 
1966w67 % reduction 

20.7 14-.S 
J:7.. 5 25.5 
18.6 23.5 
20.6 13.1 
'17 .8 22.3 

Reduction in 
Premium Rates 
of British 
Companies. 
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Endowment Assurance 

Age at entry 30 years - Term 20 vears. 
Without P:!."oflts 

l958-59 1966~67 ! reduction 

Legal & General· 
Prudential 
Northern 

·Guardian 
Norwich Union 
Royal · 

42.29 
42.88 
42.42 
42.04 
42.54 
43.17 

ENDOWMENT ASSURANCE 

36.90' 
. 36.50 
38:55 
36.21 
39.54 
37.05 

12.7 
14.9 
9.1 

13.9 
7.1 

14.2 

Age at entry 30 years - Term ~5 years. 

Without Profits. 
1958-59. 1966-67 % reduction 

Legal and General 22.33 17.70 20.7 
Prudential 22.54. 17.25 23.5 
Northern 22.29 18.30 17.9 
Guardian 2:t.. 75 l6.92 22.2 
Norwich Union: 22.29 20.29 9.0 
Royal 22.83 lS.l5 20.5 

3.7.17. AS·against such reductions by British Companies, 

the premium rates in India have not been·rev!sed since 

nationalisation of life insurance in 1956. Besides, the 

small revision made in 1956 in the rates: quoted by the · 

Oriental was only on an ad-hoc basis, viz., a reduction 

.......... ( 
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of premium per thousand sum assured by an amount of 

Re .1/- or 5% of premium,· whichever was lower: The reduotion 

was not, however, based on any data and could not obviously 

be scientific. Since.1956, there.has been no'revision 

of rates despite significant i$provements made in rates 

of interest earned and. the rate of mortalitY experienced. 

3.7.18. Even in the.matter of bonus on with Profit 

plans, the Gorporat·ion performance is disappointing. 

The rates of bonus declar~d at various valuations 

since 1956 are as under :-

Bonus·per 1 1000 sum assured 

~ Endowment Whole Life 

1957 12.80 16.00 

1959 12.80 16 .• 00 

1961 12.80 16.00 

1963 14.00 17.50 

1965 16.00 . 20.00 

1967 16.00 20.00 . 

Bonus rates op Endowment and Whole Life Policies· 

have gone un· since 1957 only by 3.20 and 4.00. per 

thousand respe~tively. 

Bonus on with
profit 
Policies. 
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3.7.19. It will be interesting to compare the 

·performance of some British Companies in the matter 

of Bonuses paid with that of the Corporation. The 

rates of bonuses declared by Legal & General and 

Prudential ior :their "with profit" policies were 
. . 

much higher and were as under :-

Year 

1956 

19$9· 

1962 

1965 

neversiona~ Bonus per thousand 
Sum Assurej. 

Legal & Genera:t. Prddential 

22.50 21.00 

25.00 36 .• 00 

28.75. 31.00 

30.00 . 31.00 

187. 

3.7.20 While comparing these bonus rates with those 

of the Corporation it has to be·borne in mind. that the 

bonuses of Legal & General are compound ip character, 
' 

i.e. ,the bonus. rates. are applicable to not only the 

sum assured but·also the bonuses.already attached 

as a result of declarations at the previous 

valuations.·· Besides, these. companies also declare 

special bonuses· to take care of the older generations 

of policyholders who would otherwise suffer on 

account of the depreciating value of the currency. 

• • • • • • • • 
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3 ·7 .21. Their bonus rates have gone up ·by 7.50 and 10 

per thousapd sum assureq over the period 1956-65 

as against 3.20 and 4.00 per thousand on Endowment 

Assurance and \llhole Life Policies respectively .of 

L. I. C. since 1957. . This disparity becomes all the 

more glaring when one takes into ac::!ount that these 

two offices. could at the same time effect substantial 

reductions in-premium rates for both With Profit 

and Without Profit pi!l:ans. 

3.7.22. In spite of the radical changes which have 

taken place in the two main factors goverp.ing the 

calculation of premium rates, the Corporation has 

not revised its premiums Since 1956 • The small 
. 

reduction made in 1956 in the rate of premiums charged 
J • • • I ~ .. 

by the Oriental were. as pointed out by us already 

on an ad hoc basis. 

3.7.23. This non-revision in the premium rates .has .. 

resulted in an unfairness to non-profit policyholders 

inasmuch as the rates are too high. The non-profit'· 

rates ShoUld have been considerably lower than what 

they are today. For this reason, th~ non-profit 

plans are· not popular and the bulk of the poli~ies -

Ineguitous 
premium Rates. 

........ 
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85% are with...:profit policies: This is in the hope that . 

at least in the matter of bonus, the Corporation would be 

fair. 

' . 
·3.7.24. Again, the non-revision of rates _for tl.e various 

'' 
plans lias created an unfairness between various 

_classes of policyholders. Policies are taken out 
. ' 

under varying plans for varying terms and a·t 
.... . . . ~ 

varying ages. With the change of some of the factors 

affecting premiu~ r~tes, there has been an inequity 

between the various classes of policyholders·. -
;_r;. .... · . ~. 

3.7.25. The Corporation has admitted that non-

revision does cause inequity, inter ~ various 

plans, terms and ages •. Their argument ha:S been t,hat 

85% policies' are With-profit ·policieS and,, ther~fore 1 

any ine-quity in the- premium structure is mitigated .. 

to some extent by'-the·d;Lstribu:t~on of-bonus. Since 

the bonuses are liniTorm,. irrespective of pl~ns, 

terms and ages, it is not correct to say that the 

divergence: in· the ba$eS ad9p~ed in the premium 

calculations ,from the actual experie9ce iS taken 

care of by the bonus di~tribution 

....... 
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3.7.26. We .have seen how British CompaniEll:l have reduced. Non-.· :~ edq_Qti2:_', 
·in Premium 
RateL§:Dd : their premium rates and increased.the bonuses from time 

to :time. As against this, the Corporation has not 

revised its premium rates since 1956 and there has 

been a meagre increase· in the , bonus rates. · It- is, 

therefore, not surprising that the new bus.iness 

written by the U.K.Companies has grown at a much 

faster ra t.E). as compared with the slow and halting 
.! ' 

. ·!: 

progress of. the COrporation, even as a monopoly. 

A prospect for life insurance ·even when he is 
. ' 

convinced about the need for a certain amount of 

coverage is ·not in a position to go. in for . the 

. fullest extent or· that cover _i·f the pr.e!J!1UJ.ll ra iles 

are higher.than.what they are warranted and the 

bonuses u~duly low. Therefore , : t:p.e failure of, the;-... - . ' 

Corporation. in n~t effecting any changes in -the rates 

of premium· over such a long period,- coupled with 

meagre bonuses, has been definitely ~eflected in its. 

poor progress~ 

.. 
3.7.27. If life insurance is to maintain its-lead over 

other channei~ of saving.s and is to be' a pio.neer in 

inculcating the habit or' thrift and savings among the 

ponulation, it has to be made as attractive a form of 

. . . . . 

. meagre 
bonuses r 
responsible 
for poor 
progress .. 

Life 
rnsurancel£o 

r · be made as 
attractive 
as other -
forms. of 
Savings . 

... 
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inves.tmen t as any other. .At present, the .. Yield on a 

·life 'insu;a~~e .:Po~~-cy. at 'maturity 'compares very 
. ' . ' - . 

~nfavourably with'other forms· of investments, e~g., 

the yield on life insurance policy·at maturity, on the 

?-SSUJiJ.p_tion of ·maintenance of bonuses at the. last , 

deqlared rates, does not amount. to more than 1 to 2% 

per annum compound as· agaihst 7% in· investment in Units 
.. 

. of the Unit Trust of India and 6.05% compound on 10-

year National Savi!'lgs Certificates • In t'J:?.e cr.3 e '.Jf the 

·u.K.Companies, the yield on policies is much higher 

at .rolind 4% per annum compound •. 
.... '· ' 

. 3. 7 .28. The question.'that ·naturalJ.Y arises is "how . 

iS i 1;_ that these British Companies can manage to keep 
\ . - . . . . 

the cost of life insurance so 'low?" The cost of life 

insurance as offered by the U.K.Companies is very 

·low compared with that prevalent in India even.after 
' 

ma~ing allowances for the fact that India is an 

under...:deveioped country, that our national economy is 

not yet fUlly developed and that there is the inabilitY 

.of the average policyholder to afford a large policy. 

The answer lies iri the fact that the British life . . 

companies are able to manage their business very 

economically at 60 to 65% on first year's premium and 

......... 
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8% on renewal premium and earn the highest possible 

yield, consistent with security of capital. Therefore, 

if the cost of life insurance in India iS to be niade 

equally attractive, the. life business has to be managed 

at cost rates of 60% and 10% on first year and renewal 

premiums respectively and the interest yield has to 'be 

maximised by pursuit of dynamic investment policy . . 

and by removing the present statutory restrictions which 

fetter the Corporation 1 s freedom o.f investment. 

3.7,29. On the whole, it can be said.that there is 

subStantial scope for ~eduction in the rates of premium 
.. · 

and the redudtion can safelr be to the extent of 25% 

of the. present premium on an average. 
• r ' ' 

3. 7 .• 30. One particular aspect which attracts attention 

is that since 1957 there have been improvements in the 

rate of interest earned on the Life Fund and improvement . 
in mortality which shoUld have justified 25% reduction 

of premiums under Endowment Plans and 35% on Whole life 

Plans. This would amount to a reduction in p~emium 

rates by Rs.8/- per thousand sum assured. Since this 

reduction in r.:tes has actually not taken place, the 

natural corollary woUld be that the excess premiums 

charged should emerge in the form of equivalent 

Non-realisa
tion by the 

. Corporation 
that attrac
tive premium 
rates will · 
help develop 
business 

............ 
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higher bonuses. on the· other hand, the addition to the 

bonus has been lls.3.20 and lls.4.00 per thousand s.Um 

assured for Endowment and Whole Life plans respectively, 

Therefore, it is ~nexplicable why such excess earnings 

could not be passed on to th~ with Pro:fi t policyholders 

in the form of higher.bonuses and/or reduction in . . . 
-

rates of premium for with and Without Profit classes. 

3. 7 ,31. Wh~t impact an-inactive policy in the matter 

of' revision o.f premium 'rates can have on the mobili-

sation of savings and growth of life :Lnsurar"ce 

business in the coUritr.r can be gauged from only one 
\ 

example, vi~., ot the rates. charged under Group Life 

Insurance Schemes • ; ir the Group Insurance rates 

are char~ed according to the mortalitY rates exp~rience_d. 

with an expense.loading of about 20%, the One Year 

Renewable' Term· Insuranc~ rates will be as under and 

they will- not be so .. excessive as they_ are now quoted 

by the-Corporation:-

Age at Entry 
30 

35 

40 

Premium %o Sum Assured. 
1.42 

1.94 
. 3.00 

.... 
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.7.32. ' With such attractively low premium rates, it 

hould be feasible for a dynamic sales organisation, 

;o start With, to bring the whole' of the employed 

lOpulation, both in the Public and the Private 

i~ctor of C~mmerce and Industry, under Group Coverag~. 
. . . . 

Ct is agreed that such a programme maY not serve the 

)Urpose of mobilising larger. savings through.life 

lnsurance. However, the coverage extended through 

:rroup Schemes will definitely serve the purpose of 
~ - ! - . ' --

bringing the benefit of life insurance cove.r to many 

more among the uninsured population than what would 

otherwise be possible. Ther€lfore, although it may not· 

serve the purpose of mobili'sation. of larger savings 

it will Yet achieve the desirable .and stabilising 

influence on the social fabric of this country. 
' . ,·... ' . 

3. 7. 33. ' It was only as late as in ;1961 that the Corpora

tion thought of adopting some of: the practices of life 

insurance companies in U.S • A. and U. K~ where by the 

administrative work and cost involved·in the und:er-

writing of Group insurance were red'uced, and the true 

principles of Group underwriting were only then adopted. 
t ' 

Even now it is not certain as to how many schemes have 

received the benefit of uptodate procedures and under

writing methods for Group insurance, including schemes ....... 
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of profit sharing and rate adjustment. 
'· 

It may be recalled that the Estimates Committee 

Parliamentary in 1961 recommended tha~ the premium rates shoUld be 
Committees 
regarding the -revised. The c-ommittee on· Public Undertakings in 
r<'wision:··of 
Premium March 1965 expressed its disappointment that the 
Rates. 

recommendation of the Estimates Committee remained 

unimplemented and recommended immediate appointmen~ of a 

Committee of experts to review the rates of premium 

with a.view to bringing them down. 

3.7.35. When the Corporation was asked by us as to what 

had been done about reducing the premium rates, it 

replied "They have appointed in November;L966 a CommittE:e 

of Actuaries to study the results of mortalitY 

experience of assured lives during the period 1961 to 

1964 and advise the Corporation on the·question of premium 

rates. The Report of the Committee is awaited." The 

appointment of the Committee after a lapse of 1i years 

and the inordinate delay in its report are a sad reflection 

on a Corporation expected to conduct its affairS on 

business principles. In a well managed life insurance 

company of the size of the CorPoration, the facts about 

mortality investigation should be easily available 

periodically and the task of reviewing-the results or 
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mortality invest:Lgations and revising the premium rates 

should be completed in a matter of months. 

3.7.36. We 1 therefore, recommend that the Corporation 

must r~vise its premium rates fo~thwith. 

Reduction 
in premium 
rates -·a. 
must. 
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CHAPTER IV - SINGLE CORPORATION VIS SEVERAL CORPORATIONS. 

Decision to 
set-un a 
Mononoly 
arganisation 
af~r 
nationalisa
tion. 

4.1. . When the Government decided to nationalise 

life insurance busin~ss, they selected, among the 

vari0.Us options open to them, the option to 

amalgamate all the existing life insurance companies 

and to set up,one monopoly organisation to service 

all existing policies and to organise new business. 

The ques~io~ of what type of organisation to have 

after nationalisation, was a fundamental one and 

on the correct solution of this problem dep~nded the 

success_of nationalisation _and the possibility of 

achieving the objectives and aims for which 

nationalisation was effected. Carrying the message 

of life insurance to rural areas and to the lower 

income brackets in urban areas, offering greater 

and better security to policyholders, rendering 
. 

better service to them, mobilising the savings 

of the.people for'the development of national 

economy; reducing the costs of management to a 

level comparable to that at Which life insurance 

was transacted in advanced countries - the realisation 

of all th~~e dreams depended on taking the right decision 

about the future organisational set-up. · 
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4.2. Nationalisa tion of life insl'.rance was an unique 
. - . 

t::tsk never before attempted anyWhere in th2 world on such 

a giga'ntic scale. The Government had before them only 

thP. example of parti~l nationalisation of insurance in 

Fran~e where only the. leading insurance companies were 

take.n over by the Government by buying the shares of 

the companies. The French Government did not try to 

amalgamate them, but allowed the companies to be run as 

separate units competing With each other as well as the 

remaining private sector companies. There was.no example 

in any countrY of amalgamating so many l.ife oompanies at 

one stroke into a monolithic structure. 

4.3. It was known that, there were 246 separate 

life insurance units, some of them large and solvent but 

many were small and inefficiently managed, All companies 

had different rates of premium, differe11t policy conditions 

and different administr3.tive procedures •. The_ managem~nts 

and the st~ff of different unit. varie~ greatly in their 

training, skills .and ability. It was a gigantic problem 

to com9ine all these into one unit, and create a 

homogeneous administrative system out .of so many 

heterogeneous units. The man~1gement inherited by the 

corporation from the different companies' in the ci,rcum-: 
stances,,did not come up to the level where such problems ....... ' ..... 
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of amaltamation could have been solued. The emoluments 

allowed to the staff were those prevalent in. the best 

· units while the standards of service and efficiency were 
'' 

those of the worst units. 

4.4. There has always been a controversy whether 

the Corporation shoUld be ~ sing~e Corporation or 

there should be more than one Corporation. The 

question has been more than once raised in Parliament. 

Although Government decided on a single Corporation, 

the idea of having more than one Corporation has been 

raised from time to time. 

In 1956, the. then Finance Minister had stated:. 

" •••••. we feel that to start with we lihould 
have only one autonomous Corporation with 
zonal organisations and if we find that it. 
does not work satisfactorily then it would 
be open to us to change over from it to a 
number of autonomous Corporations. This 
process would be easier than the reverse 
proces·s, that is to say, to proceed from 
several autonomous· Corporations to one 

. monopoly Corporation." 

4.5. While speaking on the Chagla Commission's 

Report on the 20th February 1958, th~ late. Prime Minister 
.• 

'Pandit Jawahar Lal Nehru st;~.ted in the Lo'k Sabha that it 

was a matter which might be considered and that if more 
·'. ' ' . 

' than. one~.,Corpora tion was more advanta,a<>nns. 1 t: shou1d be done • 

............. 
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4.6. Before ~he Estimates Committee in 1960, the 

then Chairman of the Corporation stated that if 

the new b-dsiness of the Corporation.in a year 

exceeded ~.1,000 crores~ it,might become necessary 

to split it up into one or more separate bodies 

and that the business target of ~.1,000 crores was 

expected to be reached by 1963. Later in 1965, 

the representative of the Ministry·of Finance in 

the course of his evidence informed the Committee on · 

Public Undertakings that he was inclined to agree 

with the former Chairman of the Corporation that 

after the Corporation had written business up to a 

certain limit, it would be advantageous to split up the 

Corporation. 

200.· 

4.~. The Estimares Committee suggested a~ media 

that the Corporation shOuld have a federal structure 

with Semi-autonomous Zonal-Units. They thOUght 

that the grant of autonomy in the writing of business, 

payment of claims, grant of loans, servicing ,etc., 

would increase the efficiency of Zonal Units. The 

central organisation in such a set-up need be concerned 

only With policy matters, overall supervision, co-ordina

tion, rate of premia,etc. The Committee further 

....... 
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suggested that to introduce an e1ement of .competition 
. . . 

between the different semi-a~tonomous Z~hal Units, 

·the figures of new business·, manageme~t -expenses, 

r:PU 1 s recom
rp.erd::t. Hon re
garding con
stitution ol' 
zew c: a " To a e:.. 
p<mdent · 
CorPo:ra-\;ions. 

. . . .. 
over-all and renewal· expense· r.a.tio, profit ,and loss 

- \ .,.I -

etc.,couJ.d 'be ~orked out for, each Zone and publiShed 

separately in the Annual Reports of these Units. 

The reply of the Government which was accepted by 

the Estimates Committee stated as follows:-

"The position at present is that the Zones 
are already functioning as semi-autonomous 
units to a substantial extent. The question of 
delegating the largest possible powers to the 
various offices of the Corporation"is constantly 
under review. 

nEven now there iS competition between 
the Zones, Division~, Branches, field 
officers and agents. The new.bnsiness 
figures, zone-wise are already being 
published in the annual reports. The. 
questiori of publiShing renewal expense -
ratio and management expenses of 
different Zomes will be examined after 
the work relating to decentralisation 
of.poliCies issued by the erstwhile 
insurance has been completed. 

"Profit and loss account cannot be worked out 
for ~ne'different zones separate!y as 
the investment work is centralised at the 
Central Office of the corporation." 

4.8. The Committee on Public Undertakings in their 

Foupt}),Report on LIC observed as under : 

. .. ~ ... 
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"The committee have considered, this matter. 
carefully. They are convinced tha~ the. 
tardy growth of business and deter~orat~on 
of service to the policyholders •.•.• are . 
ascribable to the present size and central~sed 
organisation of the corporation." 

"The Committee feel that if the standard .of 
efficiency in the Corporation is to be · 
improved, With better service to the policy
holders, and the corporation is to expand 
its business on a massive scale, its present 
zones must be constituted into completely 
independent Corporations. 

"Such a major reorganisation would involve 
the amendment of the statute and may take 
some time~ They, therefore, suggest that in 
the meanwhile the present zones Should be made 
fully autonomous not merely by delegating 
more powers to the Zonal ,Managers but by 
setting up separate Boards of Management and 
making each Zonal Manager the Chief Executive 
Officer of the Zone •11 

202. 

t.9. In their reply to the Committee on Publ;ic Under- Government 
still 

takings dated 30th June,l967 the Government stated that 
the examination of the recommendation iS ~ikely to take 
more time. 

4.10. The Committee on Public Undertakings have 
made the following further observations on the 
Government's reply :-

examining 
CPU 1 s 
recommenda
tions. 

CPU 1 s 
further 
observations 

"The Committee regret to note that no final 
decision has so far been taken on the recommen
dations in spite of a period of about 2i years 
having elapsed since their Fourth Report on LIC 
was presented to Parliament in ADril,l965. As this 
is an important matter they would urge the Government 
to take a speedy decision on the reorganisation of the 
Life Insurance Corporation of India, as recommended 
by the Committee." ......... 
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I Co !"'lora tion 's 4.11. The Corporation's views on this subject.are :-
VJ.ews. 

Suggestions 
made for re
organisation. 

4.12. 

"Insurance is an industry where, because of 
its very nature, a large organisation is bound 
to function better than a smaller one and 
a monolithic structure is an advantage and 
not a disadvantage. Setting up of five·independent 
Cor'?ora tion would, in fact, be harmful to ' 
th•: industry.. It would mean going back on 
nationalisation. If we have five independent 
territorial Corporation, one of the social 
objectives of nationalisation, namely, +he 
spreading of insurance to all parts of the 
country and particularly. to rural areas would 
become difficult of achievement on an economical 
basis as different areas of the country do not 
have the same potentiality of business and 
require different levels of expenditure and 
effort for development. Splitting up of the 
Corporation will also make it difficult to 
re?-iise another social c.bjective of nationali-
s.a tion, namely, to secure that the funds . 
derived from life insurance business in different 
r€gions.of the country are not only equitably 
invested in the different regions but 
economically backward areas also get a·reasonable 
share of the investments for their development." 

The Corpo~ation's conclusion is that the 

setting up of five Cp-porations may in fact create 

more problems and difficulties and the solution, in its 

opinion, ·lies in continuous improvement in operating 

effici'ency and such appropriate delegations and decentrali

sation, as may be called for, from time to time. 

4.13. A number of suggestions were ma~e before the 

Gro~p during evidence regarding the organisational 

changes. one of the suggestions made was that the 

........... 
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Corporation should be split up into a number of 

a~tonomous Corporations each operating all over the 

country. Another suggestion was that there should be 

complete decentraliSation of powers to the Bran0hes to 

make them function as Head Office of an insurance 

company. There was a general consensus of opinion

regarding abolition of Zonal Offices which act as 

post-officeS' and do not serve any useful function. 

<',14. Arguments in favour of one single Corporation 

are as follows :-

(i' The monolithic structure of the ·corporation is 
a definite advantage since it can be runmore· 

. economically than smaller units. 

(ii \ It is better equipped to spread the message of 
life insurance to the hitherto neglected rural 
areas which was one of the main objectives of 
nationaliSatioa". Since the level of economic 
development in the country is not uniform, the 

• '• I 

burden of development of rural business will 
weigh more heavily on a Corporation operating 
in a less economically developed area and it 
may, as well, be that not only developmemt of 
rural business Will be retarded but urban 
business might also be adversely affected. 

(i~ The establishment of" several Corporations will 
involve enormous costs and wasteful expenditure 

... - ..... 

Arguments 
for single 
Corporation. 
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as each such ~o'rpora tion W:U,L Hd.vt . .J,., ""' '"'" .. 

:paraphernalia of Chairm~n; Boa~ :of D.troctors, . . ~ . . 

Hanaging Directors, Central Office,etc.,in the 
true Parkinson style. 

:iv) In course.of time these Corporations will also 
become uneconomic. and unwieldy. and will be· 
confronted With the same endless labour troubles :,. . . . . . 

as they will be inheriting the present traditions 
of the L~I.C. 

(v·' Several; Corporations. will not be functioning with 
the same degree of efficiency as even at present 

. 
(Vi) 

(vii) 

(viii' 

som~Offices in the tiC hierarchy are fUnctioning 
more E"ff:i,ciently than others. Creation of 
sevpral Cor:porat~ons will not, therefore'· result 
in.all round.improyeroent in efficiency • 

. ( 

The economic development of the backward regions . . 
will be retarded owing to 'the regional and 
parochial outlook of the different Corpora ti<;JnS · 
who will be interested in the investment of 
f~nds in their respective regions only •. 

The constitution of severai Corporations will 
• J • • 

accl:lntuate fissiparous tendencies in the country 
and will give' rise to a demand from every State· 
for having its own: autonomous Corporation. 

There will not be ?-nY constructive competition 
between .these Corporations as. they will operate. 
in water-tight compartments. This will result 
in the standa._rds or· the weakest and tne poorest 
Unit becoming the s.tandards. for all the 
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Corporations,by dragging them down to the 
same level. For example, today the performance 
standards of the Eastern Zone are the lowest 
and the poorest. If five Zonal Corporations are' 
established, the best Units, viz., the ~.,restern 

and the Southern, will be satiSfied if their 
performance standards do not fall below the 
level 6f. those of the Eastern Zonal Corporation. 

From the different views ~xpressed ~n this 

subjPct, we gather that there were three different 

strains of thought .~ing in the minds of those who 

have·suggested the Split-up of the organisation. One 

was the idRa based on a b!Sllief in a Federal structure 

with Semi-autonomous Zonal Unit~ competing with each 
' 

other in a narrow sense. A second view.yas based 
as 

upon the criterion of the volu~e of business~as 

statnd by the then Chairman of the Corporation when he 

ap~eared before the Estimates Com~ittee. A third 

view was based upon a total disbelief in the capacity 

of a centralised monopolistic organisation like the 

Life Insurance Corporation of India for rapid growth 

of business an?- better effiCient service to. the 

policyholders, as was stated by the CommittP.e on 

Public Undertakings (1965), and hence, its suggestion 

to convert the present Zonal Units into completely 
independent Corporations. 

. ...... . 

our views and 
Recomnenda tio1 
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4.16. A careful persual of our discussions in 

Chapter III - "The. performance of LIC with reference 

to the objectives of nationalisation" will disclose 

thdt the. deficiencies in tha Corporation's working 

arc not due to the monopolistic or the monolithic 

nature qf the Corporation, or its size, but are due 

to unimaginative development and administrative 

POlicies and lack of appreciation of the objectives 

of nationalisation. 

207. 

4-17. So far as competitive spirit is concerned, there 

seems to be some misapprehension in_the minds of those 

who have suggested it. Creation of semi-autonomous 

.Zonal Units operating in their respective Zones 

will not mean competition in the true sense of the 

word, Competition can exist only between organisations 

which operate throughout th~ country with equdl opportu

nities for business just as the private insurers did 

before nationalisation. It was the evils of this compe

tition that·mainly influenced the Government to embark 

unon nationalisation. Now to suggest that the 

Co~oration could be split up for the same kind of 

rehearsal does not appear to us to be desirable in 

view of the past experience. Further to assume 
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that the·spli"G-Up un.1.""' ..,v~u6 ··-~---- i5ed Units 

would not resort to evil practices will not be quite 

correct.· 

208. 

4.18 •. As regards the argument based upon the volume 

of business, we consider that the handling of business_ 

of iarg~ magnitudes is an organisational problem and 

has necessarily to be tackled by any efficient 
'• - ~ 

Management. Decentralisation of powers to the 

Branch OffiCes so as to make them function as Satallite 

Insurance Companies of the parent Corporation is the _ 

solution which we are recommending. 

4.19. The third view which iS based upon a mare ; 

disbelief in the capacity· of a centralised organisation 
. 

to deliver the goods does not appeal to us as a valid · · 

ground. We feel that it is thO quality of the people. 

manning an institution more than its structure 

that is responsible for the results. Whatever th-e · 

structure, it is the same personnel that have to work. 

and if the man can work successfully in a split-up 

orgaPiSation, we ~o not see why they cannot work or 

achieve the same degre;e of success if the organisation • 

is not split-up as sug~ested. I:~ according to this 

suggPstion, the Life Insurance Corporation .'.s to 

.. ' ,_ ....... " 
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be split-up into five Corporations, these will 

' not bl'! very small in size and will be manned by thf', 

same set of people. We do not, thRreforE:, recommend 

any course which would once again create u host of 

problems without any tangible benefits. 

209 •. 

4.20. The corporation has during its 12 years of life 

passed through many·v~heavals, and we do not think 

it woUld serve any purpose to create another upheaval. 

The Corporation ·has now taken a definite shape and it 

is advisable to make improvements in the present 

organisation rather than disintegrate it into many parts 

in the pious hope -that. seve rill corporations will 

·function·more efficiently. Further, once the 

nrocess·of fragmentation.is initiated it will start 

a chain ·reaction and . therP. may be no stopping it •. 

It may eventually lead to each State having its own 

Coi;.Joration, with all its political entanglements. All 

the fissiparous tendencies handicapp~ng our national 

life would creep into the various Corporations. 

Tendencies towards employment of local staff only 

i~respective of merit and investment of funds in 

particular regions irrespective of need or profitaoility, 

. . . . . 



will br~comc dominant. The :ld ea of Regional 

Cornor:.i tions seems to us to run counter. to the 

efforts towards integration of .India. There will 

be lowering of performance and servicing standards, 

of integrity in management, and erosion of the 

trusteeship concept of Life insurance. The 

standards of the wo_rst managed Regional Corporation 
. . 

will soon become the norm and will be quoted to 

justify the poor performance and servicing standards 

of other Corpor:1tions. 

4.'21. 1tJe 'lre of tl;).e opinion that what the Life 

Insurance Cornoration needs today iS a thorough 

structural and fUnctional overhaul as.recommended 

by us and that there should be no meddling with the 

pr~sent single Corporation. In our view dismember-

mPnt of the Corporation will ultimately lead J;Q_~ 

destruction of the entire concept of nationa:li1"· --~ 

.life insurance in the country, which will be a 

tragedy indeed. 

2l0. 
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ImoortaneP. of 5.1. 
proner Direetion · 

DIIlliCTION AND CONTROL. 

& Centro~ in pr.~ar11Y on .. the. ·1:~ind- and q\l~.lj. ty· of uir-~ction a nd 
CC}tgiorat1cns. · . · · · • . 

211. 

. . ·b 
Control exe,r91sed in its _p8A.ioie s .. and a ffairs. "To th~ 

. . . l ·. 
extent that ·the ·.Management has· s.o ·often to initi.i te 

and always to.. carrY out th~ ... policies" tl:J:e suceess 
- · . ..... . ·. - - ~. \ ~ . .. ".. . . .. . : ~- , . . ·- . 

depends ori the effieiency and effeetiv.eness !of. the 
0 • • .J) ., J· • . .. .. ~ •. • . ~ • .. • · 

manageme,nt,. . However, the . quaJ.ity .of thE'_ management< 
: • .. • ., ~ • t l ,"'. . .. • . • ;.,_. 

i t fe l .t d~p_end~ on th~ ._Di~~ .. ~~on_ and _ ·Contl'~ .. r:~h~-~ 

standa~s. o$' inteuity'"of .. the'" uia~agem~nt an~ ·'\arr ~ ~r 
. . ..,.. . . ~! · .. 

a cor~ra~ion_: th~:-~r .. ef~~e~~: ~ the dynam.i~ ~lutio1•·· 
of problems, institutional . appl'oaeh tq~ev0r . ~ucstion-

all these ·depend on Directi~n and Control exercised ' 
:.. : .. 

in t.hG Cor-nora tion·~ Where the ")ireetion and Controi 
'• . . ·. ... - . . 

··- . . 
is weak ·or . ·ri'an.:.. ex:(steJ'lt, the eorpora tion continue !5· 

' . . . 
:to .dr1ft, e e ·=tses ., to .have any ambitions or obje ctive s 

~ . .... . - . ...... •. . 
\ . . . . . . . . . . . ..... · .:.... . ·. . .. . 

to 'wo.rk · .to~, ·'is ~atisfied -With the status q,uo; .. an? 

t a lls .back in e fficiency for l~ck . of n ew. &ynamic 
. . . . ~ . 

3.pproach ~ · ~eea~s e ~my n ew a.pproa eh ·,involves ~ ce rt3.in 
. . . . 

amount · of risk ··and ordinarily nobody ·is · pr~par~d t~ 

take sueh _a ri sk ~ 1he.r e initia tive _is a t a discourit, 
' .. 

mediocrity flouri shes. .. If .one looks at the1 his t oey ~. . 
. . . ' . . . . ~ .•• f; • 

of successful institriti~'n~, it. w;ill Joe fo~· ~~· · t ~,~ 
. ; \ /. .. 

p~ riods of growth ::lnd suecess wer e ::tssoci :~ t .' with e ' . 
'4 

dync..llllie Dircctiop :1nd Control exercised, by · ~ or a ·i .t· 
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-
grou1. of nersons witnrgre.,1t ir;!.t.:!.,:;tJ:v.~.,-'.for.esig:ht <J.nd 

~ ~ • w• -: o• o • • • 

sometimes unorthodox approd.el:l.: ,:., 'Xhe;it:".:Diree~i.e:n &.Control; 
' . .. . ~- .. ; ·.• . . . . . ' ~ \....... ·. . . . . ' . ' . 

"liitalises :the institution and ~.rings out the _lt.est 
' , ' :' . ',!"; -~~ ... -_ .. -~-~;j" . ~ .. :,:.;,. 

qu<tJ.ities in':everyone working .1,-n"the institution~ 
••• ' • ; • i. ~ • ~ • . • •• 

5.2. .. . .The· :P:'l:t.iern o.f··Dire.e,tJ-on and eontrol 

llla.Il.~e<l .ci.o!"PO}l':tte:· lodies.,. eonsis·ts of ::·.-

' t • • - ·. 
in weu.: 

(a) Sh:orel;l.Qlderij·:,,._,~ii active atitl-edtieal ho_dy of · 
. . ' 

~ha.rehOlclers demilltds- ·.oil.£.tmleei. ana ra:rat- ~l'01¥ih~ 
~ . . , 

· P~ttern of 
Dj_rection & 
Control in 
Coroore.te 
bodies. ---

.e ffieiency ~?-nd e~ono-w·:.tn ~-mana~ement, .·and :final:ly 
·. ' 

·:'-!!,profit as -an eM.:..produ.ei,-oi ~e"'a.bri~: ,.J:!ufe· 
\. ~- . . . .. . . . . .. . 
.:· / J·· . . ' '· . • :.. ••• 

S}\fl.r.ehol.\'i,a~S. d.J'€! :!'JlOi;i-VU. ted.'liy. · tli'e profit'· motiVe • 
. l'· .. .• •·• • . . . . 

IllOI!Y Qf t)le,lll judge, thP:lr compaey.by; the 'q_Ual::fty 
. ·. . 
·of 1t.s. produc.ts, ·.'i._ts. sel'viii'fl, its cont~lbution 

' . . .. . . . . . . . . 
to _the JLJ.t.ion<!-2· g.~wth md the :in'tegi-ity'of its. .. .. . ' . 
1!1;.~.1lqgeJJJ.ellt... It. i.s: .. .nn.-1-;i':--. tbe; ina8.H3fe sha$'9.h6~~zi 

' . . . . --~-. . -' 
. . .•. . . . ~ \ ' ~ 

who. m~re~y locks a~· :t;he. p_r..ofi t. The · 'ietiv.e a.nd--' 
\ . . ... - . 

the c:ritic:il s.harehol;ders :de-mand ·higher standu.rd·s 
1 • ~ •• ·-·-· ' • • • • • : • ' • • 

from: thei~ .9-ir~ct_or_s -;an.d ·,th'e- .. company is· Iiianag~ment 

Thei:r -~~j,ticism k:ee_P:s .. everyone on his'·toe§: Ho~ever~ 

powerf'\l-1 th~ Oi_re~tcrrs.{maY~ ·•s in- their ·individual 
~ . . . . ' 

.\_. ti)O • ; •• ... ': • • 

eap·:tc;Ltr, they c:~ll9t-- a.rro.ra to ignore a crit'ieal 

body ;0.f. s~ • .;:.reh~lders. 
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The sh~r~holders work through 

their elected Board of. ui:rectors.. The Board 
~ 

:1xereises ~he Direction and Co!ltrol at its 

regular l!leetings yhen they reView the progrt~ss 
. ' . 

and decide_ matters of policy. _Fo;r effective 

Direction and Contl'ol the Board should oo nsist of 

(i) 'l. few d.ire8tors who hotve a substantial stak·' . . .. . ~ .~ 

in tllE.' progr_ess and prosperity of tho 
l 

institution. ?~d ·w.o; thArc~ore~ t~~ a gre~t . . - ~ 

personaJ. interest in the policy-making "lnd .. . 
its implementation; (ii} some dire•tors who h,tve 

a v~st. ~mount of pr~et~c~ ~nd ge~eral exp~riencL 

of business through.their associ~tion with other 

.businesses; (iii) some"directors who know the . #. • . 

aff:.J.iN of th_,t company intimately t~rough 

th_eir long .J.ssoeiation with tha company; (iv' 

some directors who.have specialiS~d knowledge 

of law, finance, mo.na.gement etc., and who can brink 

i·t. to be i:,r on. thG .problems fuced by the company; 

(v'. some directors who have ~ad·expcrience ~n 

management of companies, and have devPloped thr 

correct and appropri:tte techniques of direction 

s.nd control. 
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SUeh a body of directors brings toge th~ r 2 v~st 

1.mount of experience and knowledge to decide--on· 

objeetives of the company, the most economical 

mc: thOdS Of <~ChieVing them, t O· Watch thP progreSS' 

and direct corrective steps -to ee t aken long hefore 

m'3.ttP. rs reSLch ·.t critical st&ge . TO be effective , 

th~ Eo 1rd h~s t o mee t r egularly, th~ fre~uency 

depeJ\ding on the ·s-ize of the institution and the 

n~ture o~ 1ts business and problems. 

(c~ Ch~irman : He iS the co-ordina tor he tween the Board 

of Directors 3.nd management, ::tnd exe rcises day- to

d~y direction and control on the management. 

He is not nor mally involved in th8 d~ tails of 
~ 
- . day-to-d~y rcutine work. He , the r efor e , takes 

a detache~ and broade r view of e~ch problem, 

eonsistent with the objectives ~nd policies of 

the comp~ny. Thus he can motiva t e and inspire 

the management t o achieve its obj 0ctivcs. The 

effe ctiveness of a Ch~irman gr ows wi th the 

length of his ~ssoci ation with ~ company and it 

will he s een th ~t a good Chairman r~mains ~s 

the Chairman of i company f or many ye1.rs s o th~t 

he ~rings t o the company the '3.dv~t~g8s of enn

tinui ty :md in tim·'l. t e knowledge c. r thP :: ~ ff ·1irs 

.. . ~ .. 
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of the company. B:a h:.1s .a b:i.g stake in personal 

reputgt~on both with t~e othar Directors as well 

as the shareholders and the public in general 

M.a.ey chairmen have tno.de great qontribq.tiqns in 

layiNg aound _fou~dati0~S toi their company. 
. . 

~an~gement; .The management works. absolutely under 

the direction and control ot .the Bol.ll'd of 

. Dite.c.tors, Good' management is bull t tip where .. · .. 

me:rit.is the chier criterion· of progress r;.~.ther 

than &eniority; alth?ugh seniority iS an import~nt 

factor and its recognition de~elops.devot~on 

to 'the. ins titut.ion. For efffolc.tive: ~.!ind.gement, 
. ' . ' 

thi:>' vi:ews·of'tlie Chief Executive and the. Board 
•. 

about the· met'i t;s or- each individual. ·h:av€ to be 
... -- . . -

final. and . binding • where these factors"exist, 

. ·; thE>re iS. IDlXCh: gre'iter efficiency f a Sense Of 

priQ.e of belonging,· a spirit of' loyal ~:r to th~ 

· insti.tution ·and an urge to work P.ett{'r. With 

sueh ·qualities" built in 'the manige>ment; _ambi tio, 

objectives ean ·be achieved to thiS 'benefit .of aL 

· concerned. 

~resent ~1reo~~on·~nd Con~rcl in L.r.c. 
5.3. The Lite Insurance Corpor·:J.tion Act~l956 ho.s 

. . . ~ 
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adopted this corpol'3-te structure of Directio~ and Control, 

However, there J.re very major differences "etteen L.r.c • 
. -:>nd other corpor.::.te bodies. 

(~' Government ·as Sh~reholge~ -
( i' The c'lpitJ.l of the Corno:ra tion of !Is .5 crores 

h:~s o~en provided by the CentrJ.l Government. There is thus 

only one shJ.reholder, the President of·rndia, in plaee of 

many aettve, keen and epitieal Sh~reholders. The powers 

ves~ing ~n ~-cl Go~~m~nt·~~e limited b~t nonetheless 

potent.. These powers are e:x:~rcj,sed ~·a· ~int. Sl:lcretary 

o~ a Deputy Seere t<<ry actiRg ~ ~half <>f -the share-

hal.dP.~- '!'bl'lre is,no doubt, that he -can be an ef:C'e.ctive 

motivator and critic, if he is keen and h~illiant, and 

e'ln also ~e suffLeient time to le~rn and study the 
! . 1 

intr:LcJ.CieS of the .business, 0~ the other hand_, he ean be 
. ~ . . 

Q\lite the opposite, ~aising_issue.s o:n trivial. matters and 

l•;tting impo;::'tant matters d:roi:ft without any guidance or 

C"nstruetiVE' criticism, There iS also no. continuity as 

one: Joint. or Deputy secret.:~.ry may be transferred and 

re~lnc~d by anothnr at any time. 

Powers of 
Government. 

(ii' The FederJ.tion of Life Insuranc::e Corporation of YJ§!ws of, 
Clnss I 

India Cl:lss I Officers' ASsaa iation has statPd in its Officers. 
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.Q.W\.:.::.P..::;;TE:.::::,R~· _V. 

M,emorandum· to the Werk::tng. CirC?Up ·:~~ 

(iii~ 

''the,L;.I~c.Aet proVides .thAt th~ C:Orp_o:r:at.i,on ·~·"an 
•.'3.u·tonoiilou6': body' •7 ~ow.ever, ii('PNCtich-it is 
mo.r.e ,0.1"; l,e~.s .•. ·?-- P.E3.t.W department of .tht:l Finance 
Mtni,stry- ,: While casting ·no a·sp~rsions on the 
personnel of··!the:'Finanee .Milli~try, to 'ivhoin the 
Corn oration has to refpr ·a -v,>riety :o.r .matters, it 
must be said that this body o:f peJ;!sonnel.in the 
Finance-1-'Jinistry can by no stretch of i.lllagination 

·'bEl, terpled experts in ·insurance mat~_ers." .• 

. '*:"* *** 

"'There· are' very· many:. s-u~h small. and ~·g 'inter
fere.noe~ !'.:-am the Finance MinistrY- :Wh1c!'h i-n
Q.a.paa_it,a -t;e· the Life· !.q.~ur:mce :Corpqrq.t;ion or·. India 
from ·fti21.Qt:i:oning ;u:n lill~ines~ principles·. ·Unle,ss, 
therPfore; there ~s _clear autonomy ··ve·sted in the 
members of the corporatiori'and interference from 
·the .Fin'3.nee Mi¢.~try is reduced··. to the minimum, 
we are afraid; the Corpor\3. tio.n will not be able to 
come up to: th;e expect-ttions and high hopes raised 
in, the··.Act".'1 · •· 

During evidence no eonc:r~~e instanees were 
~ . . •. 

. ~ 

.~. ~ ihe ... tede~:t:lol!\' regard_ing ~1 iJ1.t.~.r~eren~e 
... :. .. . - . . . ·. . 

Fitla.riae mmstey :which =!-pcapa_ci~~te the 

Li:t'e ~IllSllli!'ance co-~oration of·: In<!iia 1:rom functioning 
. .• . . 

. . 
eVidence J':lven by 'the represent<lt:i,ve~ .of: '!;he Federati::··n . . ~ .. • . . 

"Sh:i-1 ·t~viswanatham ·:;, .. Yqu_.;.~::!-Y:.:-_.1.~; y-~ur, ~cp10randum 
thit ~he LIC Aet piovid.es th_;t- t'he·"Col'po)'at!on 

is: an au tonomo~s'-'"oociy ~ ·. However;' :in'-Pra.c-t±ce 
it"· -ts· inor~. or -ie-ss a· P-~-~ty. ·.f:leP?rtment .of .the 
Finance MinistrY-~ Say s.om~th:i.ng ·about it·; . 

. . . . . . . • .. 
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Sh:r-1 Ashok Ka~i - When Mr.B.K.Kaul .WJ.S the Chairman, 
.. th~ Board passed eettain re.solution:p -~egarding ·. 

218. 

tlie.: ~e~~iori:..Pf ,s4a,ry~· n~A·~;~t~ .. ,"The Finance: 
Ministcy'd.i~ no.t~:~~s~· .. tne.m at :all•:· .;..··.nWpbec~ of. 
meetings t~ok .:PiD,ee· .Iw.tw6d:Mr..K:ati1 and;· 
Mr.;~aks~i~ the. the.~-~..ro_i~~··s~exetley.~ -~it~ no 
res~ts; ·Thil3 rr~suited,:in :tiie tormation or 'ti\e ·· 
Feae·r-~ tibri .• :> · · · . · · · · · -. · · · 
A .simila:P re·~-~itf:eion o't the-.-:Bo~rd w~'s sj>oilsorE¥i ·bY . ... .., : 
Mi'.Bakshi .. ~nd thi!t was unanimously passed 
b:y: thc'rlloatd~·;~T~s was .. sent to. th.<i Finan~~ .. Milu.stry 
:~t. the E1na~ce M1:itlstry:·s~i:d:- 'NOi. . That is 

• • .• , '· •• • . .. • .'At ,· . ~ • .. • ... : .·... . ~ • ~~ 

wey· we -said that· ~-t. is·'a. .Petty' departirie'rit ot .. the 
F1n~ne'e ~l1ipis tz7.:~. ~- Wb~t w~' . i!'sts t•~:tf.:.the. '~~mile te'. 

• ' ~ • • .. • ' • • • • • 0 • • 

autohom:9':of the 'trc~~i: 

The Resolu~:fo~~ o~ 'the: 'Eoard.:r.egard;inf .. 
. . ~ ~ i . ~- . . 

revis:!.on of s31ary scales,' dearness ~ow<:l,:Uc~·,e•tc., 
- . - . . : . 

affecteu ~nc .-\-J •. .L•I;.~'taii· .ttegu.lations·Mhich'hav~ .-.eex 
' • _' ll ' . t ~: .. t~; I : f• :. ~: • ·'o o , ~ , . ' 

fr~med under, 'Section 49 of the 'L±t'e' -ir~urance .• . .. . ·-.· .. 

Cor.,ora ~ion'.l~e t ,+956. Sectli:Jn 4.9 •err. the: -Act pro-vides" 
, , 'I 'f!: o ; . 

00
'
0
: '! 0 

0 0 

• 

0 

o , , , ', ~ ~ : :._ 

th 'lt the Corporation may', with tHe 'pr~vious appr_ov:al; 
. . ·: ') ·, •. :- .'...' ~ • ·. .. v.··: ·-. ..... 

of the- C:-en tral ~?overrunen t ,· mi.lke R~gUla tiu.ns ,:no-t. 

1neonststen~ wq;n t.ne ac,-. ana. tne· Rules- made -thereund• ..... 
1\". ,"_:. •.. 

for giving,~.ffeot to the p:tc>ViSions of•the Act. In. 
. • ~ ' • . . . • ""! ' • • .i 

yiew or' ~thB struetu£a1.~.rtd fun~-tional chaMes se-pamte],y 
•• : • •• "" •• • • • • • ••• '-'•; ~ - ·'. ,: ••• - • •• ,J ; _:. -~ ..... 

~~eomwended by US· -ip--tbe. COI'J.lOration, We ·recornmelJd . . ., .. . .. . . . ' 

_!h tt the· Corn~rati6ri ·should have··e6mpicte pi:JW8r; to .. . . :. 
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make aeguiaticris,·under· S-eetion ...;g .~s ·in ou_i.~;Ln:i.~m · 

j:h<' -~Co~'lcr:iti~n· ~houl~ ·h~v&' DilfdiscretiQn and· com~ 
·. ) _,._: ~- .. :. ·: ... -·:~- ·:· ·;:. ::~. .. 

peiei\Cle to mana.ge·1ta"a.ff_airs 'in ··.leco:Manee with . . . 

pusiness ::-·prine:bl~~-~ 

219. 

(iir' , .·" Seetion''2l:,ox· lin~ w.re Insurance Go.rporaticm 
. . . '.· [' . . · ·.: . ,.. . . 

Act~~9.5q,:lays dowfi th_a·t."in th·e·d-i-s'eharge,.or 1ts. 
.. . . .' ... ··~ - : . . . . . . . . . ,, 

~t;!,~ns ~nd.~zl tne ·:J\c.t,. the Corporation shali be 
. ·- ~ :. ~· .... : ... . . . - . . . : : .. . 

g~9.rJ7 ~Y ... fueh direct~?~~, in ~a ~t_e.rs of, poliey;· 
. ... ,. .. . .. .. 

inV;olVing ptibriif· inte~es.t as the central Go:vernmerit 
-. • -;~•.' ._:: f_i.l!{ ~I '.' • . . : ;, :' • . . • ·.- • . . . 

ma:;:;, give to i i{":i:ti ~r;i;~~~-. '.' .· 

SO ia:r··oruy t,hree directions-haY!'! been given 
:':· . : . -· . ·_ . _' .;":· . "' . . , :~ - . . . 

!bY.: th~ Govern.ment·.to· th.e corp·oratiop.;viz, ,:t;he first 

7.eliti~~, to the ~api>ointm'en~· or a' Board of E;~q~irY 
•. , • . . . ~ := • 

(Vivian l3osircomm1.tte.e' ,· the second'''relating to 

t~e ;e_tlon ·agai~~t the B~it1sh. Indi.a• · Go~pora~ion 
. • • • . .• ~ • ; -· • • • -t'" 

and .the thi:td ·r~la:ting. to the Sharing of cost · . ~ :. . . . . 
•· , . 

consequent' on the ·waiver of premiums in ct?.rtain . . . . .. . 
. : . . . 

cases. on tii~ ·lives ·of Defence Servic~$-.,p~-r.~onnel. 
~ . . . - . 

.. Ho'!~ver:· -w~'·:are.·::fo~ t:na.t·::frtte;ferenee·iE! .. done in a 

.w~; not ·c.ap~ble of .~Y .. ta~gibl~· proof: as ~t is done on 
... i .I • • ' • ··.! ' .. ,. . ·. • . . '• ~ ,· .. 

the · telephone. and thete ·is ~s.ome'\5or~ of tl'l,l th in :t. t. 
. . .•.. , . ._ • • -- . • r 

~d for · (v) The need .. · fQr:.~.Q.efining the exaet. rei~tionship 
rining .... 
lationsh1"' .. betw.r:ei?-. t'tle Go'iernm.ent an,d_.th~ Cprpo,T~t~p~ and for 
weeh §ovt. 
·---
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spee11'ying oeeasions wnere instruetions· from 

Gov~rnment ShoUld take the form of a direc.tive has 

br>en felt for a lon~ ·time The ehagla Commission 
• • I ·~, 

set up by Government to investi~ateinto certa.in 

investment activities of the Corporation coneluded 

that "Government. Should not :l.ntetfere with. the 
~ . . . . .... ·. . . . . . . . . 

worki,ng of an autonomous .. statutory Corpo_ra.ti~~; 

tha-t if' they w'ish -to·-in-t;e.rfere __ pqey. s~_ou;Ld·_~~t _$hi!'k' 
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we responsibility or giving dtreetion .ill wri~ing •••. · • . .- . 
. ! . . . . . ... .. .. . 

Tha.4s -Golf~~-1tt zitus:t,". tak~ .the ~sponsietli ty of a 
. . . . . ' . 

pa.rtic-ular matter arid tha:t.;-opol.:ley qould only become cie8.r · 
t. . . :~· . •• • .• 

if it was ~-mbddie'd. i·n a dir.ee tion .given in writing." . . -_ . . -' 
•• * •• • •• •• 

The _cbmriri ttee, on,, Public. Und:rtaking~ )i.ave 
' If' ' ... 

o&se:rv:ed in "ti\ei.r Tli:t.rd Report (FolU'th Lok Sabha) as Ul\der:-... . . . . . 
11 The Commi tte'e .~rl? no~ sa ~is tied With· Gov~rnmen t 1 s 

·.. . .. . . . ' ... 
repJ.y inasmuch as it makes :no Jl).ention Of .. the fact Whether 

~ ·• - .. ' '- - . -' . 

any .Prinetpies for gu1ding tli.e~ relationship between the . . . . "" - . .. . - . 
• r. • 

public: undertak.iqga and the Minist~~es have beeri laid 
.. 

ctown or are propose<i 1i2i •e l~:l.d down. They, thetefore, 

reiterate· their eat:l.ie;r-reco~end<?-tio~. ~nd sug~~st that 

Go;~rnment ·sWould clearly lay down· th~. pri-~ciples as to 
J •• • • • . ·~ .• • .J;... . . . . ·- • : ..•• 

where written directions_ w~uld .::jll.e issued to the under-

taking so as:to do away with am~igui~Y and the~possi-
. . . 

• • ~ -'!'II . • ' • .. • .~ 

bility of recurre'nce or ·anot~er MUndra .Affa:t.r.~·' 
.......... 
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(vi) 'J'~~ Corporaticn being a statutory body is 

accountable to Parliament but its day-to-day 
• 

administration is outside the scope of parliament3.ry 

scrutiny . .:The _.interp:ellations in Pcl.rliament, or a 

discuss:i,.on. on the LIC 1 s Annual Report, which is rare on 
. • l \ 

. .. ; \ 

account pf ·the preoccupations of Parliament with othE'r 

import~nt m<>:tters, cannqt. have_ the same impact on the 

Corporation's working as a g~neral body meeting.of the 
. .· . •. . ' 

shareholders· h~s on the .managem~nt of other corporate bodies 

No voice of (vii\ : Thd· Corporation·' s po;Licyholdars who have a vi tal 
Policyholders. 

Corporation's 
Board· and its 
ComraittE:-PB. 

- o ·• I 

stake in.the Corpor.o:tion!s working are, not associatPd with 

the cornorati·on's administration; no~ do they h,ave any 

org'3.nisation of their own to ventilate their grievances 

against the Corporation. The policyholders whose numb~r 

runs into millions are sc.a ttered throughout the country 

and- their· oiily association with: the cor:por":t;i.on's admini

stration ;is 'expected to ~e. through thE> P~licyholders• 

Councils at Div~aional· levels. .A.'? pointed out by us in 

chapter III- Section ·4, these·councils do qot serve any 

useful purpose-; 

(b) Board and itS Committee~ 

(i\ The corporation consists of 15 members, including 

the chairman, who are all appointed by the central 

. ...... . 



222 '· . 
CFI..AETEI_!J 

GovE;~men~·· .:~~ Cha.trma.rt is ~aiso · :tl:l,e 'chie.r Execu -q.ve 

or the ·.~:o~porat~on., orhe CO~~r'dttoa; tS ~~~ist::~: ~~ two 

Statutory. C~mmitt~es, viz~:,Exec.~tive \Co~tt~e ~nd 
- . ~ .. _. ·. ~ . ' ~' ., .. . '.. . . . - ~ .. 

Inves ~mel\~ , G?,.~.~ tt.ee, ~.: t[nd~ r the Act the_:. 9,o_r~~;ra ~;i.l;>n may 

entr.us~ i:he._·gene~~ ~supe-r1~tende~e ~nd .,dirce.~ioil or its 
.' ' .. ··.. . :~ .. ~ .. ;-~ .. -.~-.·: .. ·~>-,·~- ... 

affairs and-·bl,ts.:in~S~ "to. •an·.:Executive :Committee eonsisting 
~ ; ."' -:· ·"' -.. ~ . :~ . ._, . . · .... , . ' -- ·-.. . .-. . ~-

of not. mcir~ tha,ri. ti've ~of."its· ·~eni):lers;·~d·: 'the'·Ex~cutive 
' · • • , ' · i · :. r ··~ ~ 

Commi't·t~~;r· ~ay.:~'x¥r<hs·~, iU;po"ire.~s. and:do ~il;-sucli acts 
. . • • • ·,. • • '·.· ,. ~,· : ,r, • . . ' • • o ; . • •. 

and·•th:ings:as may b~ delegat~d to it,by the_Corporation. 
. . - .• 

'!'he· In"'restmElnt Commftt~e-'.is ·to·. ·adVis.ei the Corporation 

i~ matt~:.s -~~l~_ti·n_g :~~:,~he: pi"'e~tm~t' .of ft.tnd~·· -~?t eon-
~. . ..;: . . - ': .. '•. . . ":- . _· . . . · .. · . ·_· :, 

sists ·or !lOt more _.than s_~y-~n .me111bers. o.f whom ~oy ~e.ss 
' - • ... - : • ~. •• • -~ • .: : • : ; • \ : . • • • !., • ~ • ·.- . • • -· • ' . ~ ; . 

than·'thre·e are members ot .the Corpora ti.on. · Bes·idtrs. thesE> 
. -~· .-· ·: .... ·-·:.:~· . . ::.;,·· . ,, ' ) ~- ·:_ . i' ; ....... . 

. two statutory_Collll!l.itt·ees, tne Corporati~n has 'con..:· 
.- 1 · • • • \ 1 ' ' 0 1 • 

stitut~dr:.'th,ree m~r~, g·o~it.~ees, n:amely-.Servie.es a_nd' 
' .· • . _:.. • . i . •:: ." i· .• : . i . J • • •• ..... • 

Budget .. Co~ tte,e; B'ilild;l.ng~ · Commi tt;ee and Public 
I ·- I ', ,; ·: ,' • ,. ) : . : '· 

Helatio~s commi~~ee~ 
. . • . • 'i . 

(ii) _The A<?t.-~9-~s. ~ot.-stipu1ate any qUalifi.ca~iolls .pr.· 
· 1 • . ~ ' ,. · • • , ~ • '· ' • ' I 

or experienc~ for roemb~r~hip·· of the; c~·rpor~·tio~ •. Tl:J.~. 
;;::::-="""-'~;>"----=- ~ ...... . ... . . . . . . . : ' ~ 1 _. ~ • - • • i ~ .. 1 

appointments to the· 'Board are a.pparen tly made on regional~ 

s eetio~al, poli tie·al 1¥.\d. ~t~er e_~hsider-a tions. QuaJ.ifi-
• ;- :··.· :.·:~ .. ~-.-. ~-·. :. ! . ·.• .... ~- ' . . . . .• . • .· • ... 

. ea tions 'and . experience of .. ..the persons c'oneerned come into . . . : . . . . .,- : 

.:conside=z.ation; if at ~l, .. Q~Y inCidentally. In this 

..... - . 
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corlneetion we reproduce_ below the recommendation of the 

Committe~ on PubLic Undertakings on this subject and 

·the Government'S r.epl.y thereto:. 

Recoill!llendat~on 

None' :or the 'present Hemb~rs 'of the. Corporation 
had a:ny experience in ·.insurance. ; W:lille' : · : · · 
apprecfatlng the.difficulty to ~ecur~ suitable 
men with insurance experience· to serv:e ·on the 
!oard of the corporation, the' committee . 
recommended ,that the corporation $l'lould secure 
some persori~ with sufficient knowledge and . . _ . 
experience c.f 1nsura-qce ·so. that·. the' Board pl!iJ.YS'' 
a more use~l rdle." 

1 Not~d. Ap~.,'rt. from the. fact that experienct 
ot life insu.rance' business would· now be availabl!?· 
only in ·t.he ;Life Insurance corporation and, · 
to some extent, . iil j;he; off~ce of_ the·. C<?ntrolle:r'. 
of·Insura;ncrt.,'t~ere:is also,.the po~s~bl:lity that 
persons· havin~ _such. eJtper:j..ence- aud. knowledge, 
would have ve~;ted interes.t 1~ i~~· .. It may., . . 
therefore, be .difficult to f~nd st.tcb. ·persons .to . 

. .serve· ··"'n :the·' J}6ard: and Conimi ttees of· the Corpora
tioif on: this h·1sis. ·The' recommeqda ti:(;>p ha~, · . 
hovsever~"'been ·noted'·ahd wiil'·be kept in view." 

l .. ' ' .. . 

Even thoU:g~ Gove~nme~~ 'noted this_· recommehda_tion and 

shted tha~ it· wiu·~·;-1 kept"in ~ie~, nothutg, s~~in~ .t·; 
have een ·done in: thiS'-direction by Government while 

. ' 

rc>constituting· the Bo~rd :Ln S-eptember,i9s€ 

. (iii) ·The·Board Hl charged witn·the ~e~ponsib:f.lity 
•. •.. ~ • ' •'- • • • •._. '~- ' C" ••• 

'f development· .or lif)-z insurance business tot~he .. b~st 

Funettons oJ 
the Cotoor\ji 
tion 1 s Boa!6 
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functions the Board shall· act SO·f:J.r as.may peon ousinesis 

princiT,Jles. The. pr~blems. or· direetiort i.nd cont~o:l of' -th~: 
' . 

Cor':loratioh.• S :bus1n~·~s are 'l;o be tackJ.~d .by the· Board pf. 
Directors. . Ho~~ver, :_the_ )3oa:rd· of· the ·cor~oz:a·tion c~-~- . 

. ' . _,.. . 
' · . . : • ' , . .; ··, .. •. I . . .. 

stituted .as it l,~·'l,lnd,e}'·the pres-ent st:J..tU.te·lacks; the 
. . ..... ' • ' ' •. : • t • 

competence: ana~'te'~imi~ai 'ability' ·-to tleai wi.th such probiems. 
. ' . . . . . ' / ' . 

(iv'. 0 T~e Corp~ra:'t:ton.and' the.v:a~ious c'oimdttee~·· 
o , ' • • • ~ ... '. -~ ~ ·..: : , • • ' ' • , • ,. , . • ' • I • 

including the .Executive comrc.itta'e :nieei't- · · onee a:.rnonth 
• • -· • ·' ... • 1 • ~ - ( •• 

,,:_ ·. • ~ ; - ;·:,,: ~---· • -· . ·.. . . . . • . I . • . . . . 

. texcep't the Investment commit'te.e whioh meets ·rnore frr>-;. . . . ' . . - . . 
. •;. .. . .... . : '· (: :-· . ' . . . . . ' 

quently', !t iS. o:trviotis that the'.:i'l"eqUet\Cy of'.the mee·tings 
•- • ( • -,: • ••• ' • ' ~ • ' ' r •• • ' 

is extremely tnadeqUqte to:deal with, the'proble~s of·a 
• .' >· '( • - .::• ,. ' 4 ' , ' ' • ' , . I ' . ' 

ghnt Corpo-ration>. ·On exaiDination,of 'tjlB C6rporat.tt'ln·IS.,; 
. . . ' ' 

pro~ res~· from:- .its. inception wh~·ch ~e- .. h~fe 'discussed in . - . ' . . ' 
.• -' ' . ; : . • . ; • . . . 1 · .. 

Chapter IIT· wher~j.n w~.· hg.ve. h~ghlighted thf) Corporition '·S 
. • I ..... · . . . . 

failure relating to the~: development. 'o.t .hew bus:Lne.ss ,. 
· , I ' • • . • .: . . : . - ' , I ,.' • , J . • ~ ~- ', \_ , , 

service to policyholders, 'failure to. ·reduce.· premium· 
. • ,' t --_-;..; • :. • _ _. ~ .... : .-, • :. • -~ • • • • ' ' • .: • • • • • • • _.. 

ro.-tes and aiso 0 to.'.ev~J,.ve>plans of insuranc?· for the' 

~g-ricultut!~~~~ 'fi{gii .. ov~rall.~xpense ratio,etc. ,we· 
. . . 

; ~ • J· -· • ' : • . ;. . ·' . 

fPE'l tha.t the Boa~d has not l'ieen~able to·pay·due' 

attention· t·~ the~e ·p~bl~ms; 

(.e).' ;Chai~an:~::;Tli~ Chairman· is: selected fr~m· the 

admiriistra.tive' ~~r~fe/, ~nd rll.as. no knowledge" ·.of life 
' . . .. . . ,. . .. . . ( . . 

insurance and :i.t~f techri:Lque!s.: 'He-. is ther« for a Short 
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period, awaiting his next assignment~ He haS no time, 
• . . 

and pel"haPS in. most eas.es no interest, to, study the 
. ... - .... •. •. 

probleins. ~ith a view to .iind .oztiginal:,approaeh or 
I ' .' ~ , • .; , .,. . . ·: . , 

unorth~dox solution or to take-intuitive dec.isiohs in . . . ,. . . . . 

~~;e ot in tri~a t~ -~'rcfblems~. sinc·E': ,!is ,·~:ts ·uritik()ly · to. 'be 

in' the c~rporat.ion. to:·en~u~~ .. tha{-~~ .oridn~appre~ 
~r ·un~rtiiod:ox .ioltit:H:if('ts· lllade .to. wo;k in practice and~ 

• • .. ~~ -~- .• # ••• : ~ ., • ; • ~ • • • 

tha.t its irilpiemen"'tation is.}lot;lef~, to~·· doubters who 
:· . . .. ' . . 

op-oo·s,;d sueh ·an· ·app-rba~h or sol~tion.- In .:the cireumstane-e 

·he. t~~d~:·to "take.:·a:· safe~ -a.~~oach ~Y n·ot making ohanges· or 
. . . '; ~ ·:. \_ . . . 

leavtng ·the deefs·i.b'n. to; ;the ~anag~ment .)11 tho~ t any . . -· . . ' - •· ... 

dil"ecitton ot- ednt1'ol. DU7ing >12 .ye~rs ~iiice ... tM. ~orporatio_il. . . •' ... 

was -established, the1"e· ha:~.te bee!}_ 6 Cha.itw.e.n:~.: .AS".ag<::.:ins t 

this·~ ch.llrme~ ·of- companie~. like -~c.tropol:l t.a:n o;f Ne-w York 
- . . ~. . . ,. ' . . '·. 

6~ Prudential'.cf u_.K .•. ~~~?P.Y ... t;no.t pp~ition fot' a l.o~ 

'oeriod •. Many of tl_leci -worked a::t. nireetors for a 
. . . . . . -.. . - . . 

.. 
nUinbet df :years 'be!6~e: P.l-eing m~<J.~. chai;r:men.· · Consequently, 

;. . . - ' . . . ' 

these "Chhl.rmen .cqme -to know. all' about, life ,inSUYanee and 
ur~ able to give a· .p~.cpel!_ le.J.d. ,to,_ the Board of Dire~tors 

. ' ; . . . 
• .' l, •• ,. • . • • • ' . -

as well' a;s the- management. ~9V::E?rnment should ensure that . . . 

th~ Corporation shou:Ld have s. Gh~irman who !'emains long . . ~ 
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's t .qff of . :a ll the individual life Companies Whi~h :Wc;rG. 

op e ra~ing·· ·b~ fc..r q · the ria ~'ionalisa tion of life insu:i-anc.e:· ~' l'he 

sfta~~~~~; -~~ > e f.fi~-~en~y -an'd>k:~~~l~dg.e of . the<i· ·b~~gem~n.t;s . . 
'• . -~ . . . . '-;~. - ,_ . . . ·-·.- : . •,.; . -·.:t .... . , ~'-I ; .:t.; ·,.( ... 

.. diff~·~ed. ;:w;tdely.:rtrom ·: ~ompany • to company. , To cre~t~: af. upi±:ied 
. .:' .. : .- ~- ·.:. ~ . : ·: : ··:_· -~· -~ - - .. · .· . '-{ . . .. ; . .. 

. 'iinct: e;ffi.eienf'manag~me.nt out':b!'· ·such -a · "motley e~owd" 
.· . ~- -'· - ~- . . : . . . ·. . . . . . ,. . . .- .. - ~ ' 

-;·- · 

. w~_s · -~a 'h:e'reul.~an . task. By. giving ;hnduly ,high we1.ght to 

' ·, ~:ertf:~rit; · or·:"~ ~-~ice ' ~d desig~t-~on of ··~h.~ p~~;-t_,··()ccupie d 
' · .- - ' ) • • • 4 • • 

-~)?~: · a::;P·~+so~ i~ hls : preViou~- ~ comp·a.ny, the _ C{)rpo~~·tiun' s t a sk 

· · ·~'~:·::~~~ting . ··~ ::. ~~mo"~eh~o~s .top ·,and· m1ddle·c ma~a~,e~~mt, moti-
· :·:·- · - ~--;- . - ~:~ , -~ - __ ·-. __ ~ .• : .. : / ... !_: __ : _. __ : -~ ~ · . _ · _. : .. _; · . · ~ ,~ -_ --~ · . _: ~ _,- ··: ·· _ _ · · ··.-·r; .. :f.;::· · 
vat'ed' ::Wlth hi'gh ' i¢l~als or purpose and ae}:iiev:ement; imbued 

• • : .- . .A -~ • ~ r • • • ' : · • ' ' • • • • • • • .- • •• 

pl~¢.i ty. 'of vi~w's and 'app:roiches en . every issue. and hence 

the ' Cie dis-i~e2)eS·S tn t'inding solutions to .pro{,:(e.ms and thE;ir 
•. . . .. ' ,. . .· ·. -:' . ' 

~ . . .. . . . 
-.imple'men,tation ;is-· lqbki;ng ·~- There .is th~s .·a. i'ack .or iea de r-

. . .. . ~ . . 

.. ,.·sh£P. '[.to~ · · bofh . the .man~g:ement and · tli~ ~'~a~ qf Directors. 
-·, ~. . . . , • .. ... . . . . . . . . .· 
''• u; ''• • ~- +.· ,~ r..., : . "" • *' , • \ ~ . -~ ~: .· : .. , 

Views·. of · the >: Q,•1 ( : ; ___ ·.:' / In:- this ' co.nnee:tion 1 t would .,>ee. J:ntel"eS.ting to,_ not e 
· v :irio'lis · .,_ .· · :: ·.·.'· ,: <~ , .. ·: . ·. · .~ · . ··: ·. · · · · . · . . · :·. · · ;-. ·. · , .. ' . 
Assoeiatio:tl~ : -;, ·th.e ·v'ieW,-S,:, e~pr.e-ss ed- by' ·the Federati9n · of : . ~~he . Life Insurance 
on the L.I.C'~ . ·. '- :,::·· :··" · .. · · .· : , .. . ··•·· . . . · · · : ··.·. ·· ·. . ..•. . · 
Board and ,·1 • corpora-tion o:r India Clas(3 ' I Of.fic er~. ! . 1\.~~oe~at;Lon, Life 
Cha irman.-- · · ~. · .... · · . ·. >· -· · , -

. . Insura nce Agen t _s '· federation of India _a:nd thE' }rational 
'· . . ' .· . ., . 

. Feder a ti-on bf In~urane.e 'Field worker~' of .-.I'rtdia;-' whi'ch ·.... . . . ~ . . ... ~ 
. ::,} .. ' .... ~ ; ; · ' . ' .- . .. . 

· we · r-eprodv.eE; '-"hel~>W : . : . 
" 

..... ;. ..... 
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Fede~tion pf the ti.fe- In_~'l,lranee Corjlora tion of India 
~s r otricors.'- Associef.tion: · ., · . ·... · ' · · · 

~Er i~el ;·that the· :1-fEnifhers.- of'·'the .. 'Cc;~;rporation WhO. - . 
are .. nominees of t~e ·Finance. :r.rinistty, are more often 
thari· not·; Jlot. q;uite:·ritted to. conduct the affaiz:s 
of th~ sophisticatr;d business. of Life m.suranee., 
which '.:requires· a· hig):l' degr~.e .of vision,· dynamic· · 
ap_proac~ a,nd ·e.xpe_rt.~kri~w.l.edge .or·,in~~ranee and its . 
concQ\llftant ·hum?n rel.ations ': .. B~si,d;~s, .. they must 
be men who, woulc;l be. a.ble . to take <ie-ci~ions . · 
involving some riSks~: if th~re· are sufficient .... 
reasons to think that· thi!;l. :Will pay· good divfderl,d., 
if'·not "in·.thc,neaL'. future r-at least at a later ... 
dat~~ They must 'loltl._'~r1,1Wn irrespEf~tive of regions 
from ·amongst capable iridu::;;trialist·s ·,- economists;. 
ban~e rs , bns irie s S'men :and .. c.o-ope rato rs and w}?.o do:.. .. 
not have to wait on th2'Finance ~inlstry for their 
appqintment. and coni;:L_nuance as'· Me!J1bers of the · 
C!or:Poratipn. . · · · · · · . -· . · 

. · .. ·".Th.e·.hlghes.t eJC"ecut~ve_ .. or the L~;r~c~shoul.d 'be 
irawn from· within the insti'tution and he should 
h:'lv'e.,.-~on§liderable know;Ledge of the industry and 
1ni ti8:tive eno.ugh to 'implement~the. directive 
prtnciples with imagination and verve •. The present 
pr1ct1ce~of appointing'tile Chief Executive from 
9.mongst civilian.··caq.re~.;. is not conducive to the . . _. 
~el::l-;.bei_ng and progress of tne Corporation, particularly 
t~hen· thiS ap:pl)il}tm~nt. is Jor- a per:i,9d .not. exceeding 
three, ye:).r.s. ·In the present se.t_-up, in such cases, 
the· first ye:1r .is spent in .their get.tiDt.familiar. 
llith the ±ntricaci.e-s .of· ,·.the .industrt';'.:tn~·-o5ec:-ond year 
is'used to.:implement new idiMS 9-nd"bef(/£-~<-·a;fUll.trial' 
~s givl'ln to. this ·-expe~iment, tpe:~i.i}.t:;~e~iit b:as. :to. · 
start- thinklhg about. his next po·s ting .;: .. Th~ .-cloek- is 
se.t 'k!ack ov-e.F again: wi~h a.· new.:aPP?.1.!1-tment~·" . · 

tire Insurince Agents~ Federation of India: · 

"Time ·in· and ~Tini~:~·'out:~ -.~he Govez:nment appointed ~o 
the Board of .Direc'tors· ~persons Who lack a ... 
knowledge of insurance; even though ve_r';/ capal.;ie 
personnel are available and even persisted 
in SUCh appointments for a Sl?cond tl'lrm as Well." 

ll** *** *** ........ 
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;;,~J-~ wi]_..l be hdppy ff the Cor po r a tion · f nclude s , ·· 
am·ong its · ..memb-:; rs 2 r otired high .. ·bank -:Qffice r$, 
2 sirilil;1 r p e rs ons · 'from the r e tin.ed insurario€'· . 
offic e rs, 2 ·l adie s .a nd repre s ent:1 tive.s o:f the 
pol:j.cyholders :1nd thE:· Agents. · It will then · 

-be c ome mor e broad - ba s ed." . . , ..... ·, · . . · .. · 
. ' 

li<itt_i c na l Fede r a tion of Jnsuranc t:~ Fi eld Worke rs·• of Indi a: 

· '' I n .th'e Board of Dire ctors of the L.I .• C.-. . 
- ~~pre s ~ntativeB · of all clas~P s - o f L~r.c. 

- ·.em:ploy Ae s . a s ·well .:-ts r cpresenta ti.ves .of ... . 
1\g~nt"s and Pol'icyhQlders should ·h·e·· ·gi\7-~·1'1 ·' ·~ 
pl a -cEJ . .The r e.by, eve ryone conce rned will . 

. h~ve· · a s ense o f be l onging to the · L. I ·.c:. -11 .. . · .: 
' ' 

.• 

·5 .• :5. : .. . -RE.COMMEiNDATIONS . 

Codification ': ~ {i.Y.': .. . · ·. · _W.i?. r Gal .is e tha t for tbe s~k~ . Of .. fl~X;Lbility and 
nf nrincinlPS . . · . . · · ., · · 
go verning-· .. : · smno thness 1 t -may be ne c es sa·ti r o r the· cp,·~iriri~ri ---~·f the 
r el a. tionshin . :. · . . · ·. · · · , ·· ·.· · · · 
!'ith · C.o r nor a tion ·t o b e in clos Q touch with ~1;s ... c_-. o.·.u_ .. n.:t ~~·~.part 
yoz:nox;a1;iqn .~ . ' .. . .. . ·: · · · · · · .. . . . . 

.. .. ~ ·~_ . . ~:-tp --uie Gov~rnment; . nev e rth eless, it wi1~ b~ ... l~-. the 
' ' 

inte r ests of bo th th2 corpo r a tion a nd the _Gov ernment t o 

.... codify· the ·principle s gov e rning theft ·relat·ions·hi~ . In . . -: . . . . - . . . . . .. : .. 
.. 

our v i !!;W , ,:th..:~ G-9v e r nmcnt should no t ·shirk thG· r e sponsi bilit· 
• • ~ . ·~ • • : ,- ' . . . ' . ... I ' . • • . • .. • . • • • . . . ' : ·• : • • ; , . 

of issuing ·dirc·ctions .to thO' Cori:{ot a tion in c·a:s :es Wh e re 
; . ,: . .. . . . ' : ·. ~ : . ' .. : :.. :: .. 

a·c-·ti;on : on :the · -p:.irt . o f thq_ ·Co rpor a tioh '\~ili :n6t .. }·ia- in t he 
'! • · .• • . .. . • . ~. • . 

. . . . 
b est inte r~s ts of the p olicyhol d e rs or · Whe r•e :' suc·h a c t t on 

·:.:-.; ·· --.. : . . . .. . 

.- ~ . . . ... ~ - ... '· . .. . . 

.... . Curncr~1 tt·on .. 'iS t o a c·t . 
. ,.. . .. . . . 

Bc.:1rd o~ . {-_j:i.' :-.. ' ... ::. _: .. . \~e .-h~v~ co.n~:lct e r·e ct the diffe·r ent views ex·pr~ ss c'd 
Direct~s--. .. ...... · --· ·: -:-.- ~ -·, · ·· .. ·.· :.:: ·' . . ., 

· '·~ b~·r-o :re· u~ · bo th in .wri t i ng· .:ind also durin~r evl·de:rrc -o· by t he 
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various interests concerne-d rcg-:J.rding the constitution, of 

the noard.of :the Corporat::Lon~ A~ already.pointed 9ut b;Y us . .' .. ·-·~} . . : . ~ -, : •. ~ .. . - ' ' . . 

in paragraph;5;~('o)(fii); the.-'13q~:i'd.con;;.t,J.tut~d under the 
.·: ···~--~- .,.; ~:-~~ ~.·:· • .... :·.~ •' ' .t /':. ~ .~. ---:.:"'·.·_.~ . 

present Sta.'tut~:"'·l~cks :·thG .'6qriipet~ilc9 and tec:tl:qical 
~ . " .·. ·- . . . .. 

ability .:to deal effecU'ir6ly Witn>:he probJ.ems confronting 
. ., 

thl" corporation' t& .• :;_qre., . th3rr:'rore, of the opinion t~at 
. . . . . . . . . 

for· a t:i~nt 'corp6Nti~n· of tML:-s'h'.;ure of: the· ;Life · 
), ' .. : .. - . ·, .. ' . . 

Insurance Corpor.i;f;Ln' ft·is 'essent;ial t0_ have a ntaQl€J.aS 
- . ·.. . '' .•. ;'·•· "<·. . · .. 
£.:f fi w p~rma'rterJ,j~:'f\J.il~tim~ -;iio:fess:i.onal · Directqrs . 

$ . • • . • . ' 

(including the Qh·1j rman) with bae:kground~ and_ under-.. . •; . . . 

standing of man~gsment techniques' 'iii g.=>neral and life -- . . . ' 
·insurfi;ng'f3 • :i,~· pirticUi..\l,.t~ ~.Jl.o f,Wl tl:i:tt th._q_poli"vholde!'· ~ 

. "" . ,; . . : . . . ., . -·- - ... -: 

. . ';. . ,. . ..• . . '·· . . . :4• .- . . • . .·. '' • . .. '· ' . . 

is s:uch:shou:td 'also' have· .. !l ·voice 'q.t 'the Board level. 

V-Ie 'recomlll!ilnd ·;'tih~t-: tCg Bo~rd of.: Directors should. comas t 0~ 

(l) 
' L ' ' ' ~ ' ~ 0 ' ,' • 

Professi·oml.· 'ull.-time Dir>ectors ·· 
including 9h::>.irma'n) 

(2) · P6Ucyhciicter~' A.s·s·b·c;ii'tions i· rranres.entatives ~
(3) !1ov0rrl~en:!r n6mlnees. 'W}lO wonld 'po' exuel'ts 

in the? field c.f D.gricul ture, indus try,. 
firunciaJ. a.nd banking, j_nsura:r.ce .. o'&:- pro.;: 
frpssi onals. likD lawye-rs 1 solicitors, . 
accountants.;.:mann:gement- ~xpe:cts, -economists.;: 
~ctuaries,etq. · .... · 

I . . ' ,·,•,'" ,' . .· " \ .. - .: : ' ' . . 
'4hile · makins; appo:j,ntmen ts to · thi:l Board ··the. Government 

····.• '.•. -.~-_:_ :·. ·.:· .. -~·~: ~:<):.:,'~ .• - · . .__.;· ... ~-~· · ..... · .. _·- ;·,· .• .. .. .. 

: ... ' 

2 -

7 -
§)::wuld ~nsurt> tW...i.. .on;Ly exucrts fulfillin~ ·the reqyisite 

. ' ' . ··~ _,_'· \-:"~. ' ,. . · .. ' .. ' :· •,_ ~ . . . .:· .. ·. " . ·. 

::malif'ications ·1n.d with a definitely rural bias are 
~ . . .· : .. .-. 

:tnndnted to the poard. Thn full-time niNctors w;LU be 

•••••••••• 
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expeJ:>tS ''in .:1hei.i' res!)eeti.vG· f'i£ldS and the nomiMtE'd 
' .. -~ f"'t ':-- ~: .... ~ ... ·-_-· .. ·' : . .. '·;·= . ...... ~--i... . 

· Directors 't!ill impa"rt···wider experience:.£-dynamism and 
~ ' ,: ',. . . . . 

vis.i6l to -the. Board: The. fJ:J-1-tim~ 'Dire;~~·r~' s~~~ii ccn- . 
.... ~ ~·,- . _· - .. ·.. ·f. . '. · .. 

. ,s~i tute'the'~Executiv'e· c!im¥Jittee > 
(iii' "l:he .!'un..:.t·j~El·· Pr9.fessi~n1.l R1teetors· will. be .: 
' . ' . ~ ·, . . . . . . 

~: :- ~ . . . . . ...... . . . . . . . .. ~·. ~;;· :~~: ... 
perm<J.nente · Th<~ . .r~o:rarnment nQminees 'lnd represent.ltives · 

~:. '•,." .• · -~. "•' ~ • '• • • • ,,~ :' • • o' • r • .·\·~!_.;. 't, • ,· 

. £lf PrJlicijhglders · sheUld h:.we a tenure Of' four yE>ars '"ii!l 
·'~--~- :,~~- -· .- _: .. ~·-: .::,"· .. "' . _.,. ... ·. . . . . ' -;,~- . ' 

eligib±J:i-ty· for rP-app;ointment' ·for a maximum of two· 'mori"· 
~=-~:. ... · ->.r: . . . ~~~j ·-... .- . ~ . . - . . . 

. .:J!e-:rfrts; .. : ·:in~ ··p-res erit. practiee . cif. recqns.tituting · tht" ·-Rb-trd 

.-~·.--::~:~.... ·. ~ : ·. ~::·:z-::~: _, ~. -·. . -·. - -- ·- -. -- . --. : . . .. 
every:,~tw,?.·~j¥f=ars· is ~9t.' c~nduaj.ve to .cbnt,:t.ntii ty of·· 

. ·- ... ~-'·; .. . - .. .. •: .- . . . .. - . 

administr•ltion-::md .. efficiency;;: . The tyl;le of Board~ ... w;t. 

·\:..e'"ha:v:e recomlncinde~ -~.ii~·:ensure adminis.tra ti~/ ~~ility . 
. '- ~~--~-·. ' . - . . ·. . .·. . . 

and' contfnuit;ir: which ~;e ~s:Sential. ro·r· a gf.€!antic ·machin<' 
J - ';! .. ; :-;_-~ ;... .. _ . . :· . 

1•' • • ~.:-\ 

and:·;erovide it the-much needed direction and control to 
> . '· --:--:- . ...,.. • ' - - .• 

··~ha;ole the Corporation to· conduct its affJ.irs in 
. ·-- -·-:t::: L:· .. 

·9.;cc~.,f~~~?e with business pr.tnciples •. · 
5,.;."'"'•',. . . 

~'lv.~ in'"our ·Vj ew, the. Chairman shou1d ·he a pr.rson with 
• ·~·.) .J . • . J 

:t";tifc st1.ke'in th8 business, as is. the pr'lcticl'1 ·:tn tr.r-: • 
...... . ·-.. ~. , 

and TJ,S.A:"·where life :insurance-ha's. made rapid .stridf'S and 
...... 

nQt + mfgr.9. tbry hird of passage. Tbis p:rac tice woulq be 

·::in..co~s~n~~~e. with th3.t · obt:li~ini ·.in. sirnilar gian~ · 
• ... \ • I . . ' 

successfui ·Cornaro tion and· comp:mie~, b0th in. India and 

aoro'l.d, where the ;ch.:;.irm:=tn ensurfs ccntinuitY....Sif 
admfill.Eftrative 'lbilitY and experience for lo!!g_JKriods, 
often decades;·.;: ............ 
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(y\ 'l'he Corporation h·3.S no Central Advisory' body but 

h·1s cons ti tu ted zonal 

Zonal Advisory·~oards 

Advisory Boards • · 1M mem.bers -~f the· 
. ·- .• . ~ . : . . . J: • -~ · ..... ': ~. :. ;-' • • • 

a~e · nomina.~ed by .. the c:orpqra bo:1. .. _. . 

Boards 'are. .purlilY adv.is.ory :f.n 
. ~ . ..; __ -__ -.. ~ .. ~·.. . -

The fUnctions of these 

character and tliey'are not competent to .review· or d'iseuss. 
' ' ·~- -_,_ . . . . . 

matters relating to any indiv:idu~ emp:).oyee or policy-
. . . .. ·. . -- .:., ;1. -~·~ .. ~\.. ... . . . -~·· ~< .. . . 

holder of the CO-rporation; Th_ese Boards. whi~h are bereft · 

of 'lny exectitiv.€' ·IJOW~r~ a~:~. no. ~~:re~ than OrJlatnental bod~es • 
. . ' ~;-~•-;:_ ...... ·.:.-··.:.· 

• . • • .• _, -f" \ •• •. : ....... ,._ ~ . . •. 

In view of ·our. reC'omil1enda tions msde,. separately regarding 
1 ' ' . • • . ·".;. ··~ .. 
~bolition ~.f·· zonai Of:ft'ces .- th~ zona} Advisory Boards 

.Wiii 'autom:J.ticalix c'e;as~· ·t~ :e~i's~. ·. :. ·.-~..... : : 
.. ' . ·- . . . .· ' . '".• : . . .. . '" 

(vi' In their !-ie.morJ.ndum tq the_ Wo:t>king ·Grotip, the Life 
.· . ... •. . . 

Insurance Ag~nts" F~deratit~n 'have re~.9i!lmended a ·permanent 
J . • · ··::. . ' • '; .. 

to revieW. the'· WG·rk of. the Corp0;a ~j_o'n Constantly. 
. . . . . 

Committee 

It h'3.S been ·suggested th1.t.'the :committee. shoUld consist· of .. . . 

representatives of v:ir~ous .cross.;:sec~iqns: .and· segments of 
'•', 

socie,ty, M. Ps. ,Hembers of I,egislat:ures, retired Bank and 
. . . . . ' .. 

Insurance offic~rs, .. Policyholders' deleg·'ltes and· Agents 1 
. . . . .... _. . . ........ 

r('present·ltiyos. The Feder~tion_has also ,suggested. that 
-· ' ' . . ' . ·- ·• . . ' . 

th'? Committee ShoUld have wi~e pow~rs to receive appea:}.s 
·-· ..... ' . 

::md suggestions··and call.upon the. corporation at various .. . . . .. . -

lcvGls to action, 

Zon~,l 

Advisory 
Boards. 

Need of In
built 
Agencies 
for cor
rectiYe 
1\.ction. 

(Vii) The Administrative Refo.rms Commission ha'll'e 
- !' ••. ... ~ . ' .. . 

. . . . . . -~ ... 
Administrati0n 
to associ?.to 
VJ.ri ous -- -
:1r£Lt!!'PS ts . 
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included in our terms of reference that we sho~d sugg~st 

in-built. igeney or agencies. for securing co-rr0ctivE' action 
. ' . . 

,:as well as furthering the gi"owth of' business. In fact, 
. . . . . 

administr"l.tion of pubJ.ic undertakings hsis become so varied .. ~ . . ' . . 
~nd complex that unless.the~e is~ provision for ~n in

g_uil t agency to set right errors or smoothen m-:l.tt(>rs 1 t 

the e~1.rliest possible op')o:ttunitY without waiting for 

~~~~~~~~~~~~~~Eu~~~-t~h~e~administr~t~cn 

c.~nn:(it' verily ftAfil its oblig·:J. tibns, The. Working Groun, 

thq;~fqr~-; · has given deep considerCJ. tion to .this asp·0ct of 

consider such an ~{gency to be a· sine~- qu 1 ncn 

fb; _thr growth of business of· the Corpopticin ~md its 
. -

Also1 there should be ·demoer·.:ttiS:1tion of thC> 

Cor..,<'r'l t.i6n· in h.J.rmonx with the- spirit; of times . ThP. 
. --

..: ,. , ~ ,'• , ., , , 1..- 1 ~ ~ • ·.~ L' , ~ L o , .; • , - • • ' , , ' • 

'=taminis tr:ition· should". the're-fore ;· :1ssocl1 t~ tl)e v:J.ric~us 
~. ,--;. ~.. ~ ""7 ' • \... .... . .:.,... •• • ' • • ' ••• , • ' • • .. ''' • ; : ! ... 

intBrPsts ccnce_rneO..:' ibis wili ins'tiF in thC'- org\his~ ticn 

th~ ~P-i~1t of ~~n~6tiv~ worki~g ·and -~:oiJ:edti ire, thinking 

ind ujendti:I'Er~c~opcrtCati-v:e_ rfa~k:~erriebt ~t the ~ff',~frS .Of thA 
)":,, .· ·. ' ~-~-- -:. __ ·.: .... : ~·- ~ ... ~- !_ _ .. ·r·_ .. - __ 1'·_. : , ' 

C"ori?or·i"tTon··so tnoT tn:e-orncers, · emplcyed:;, agents "l.nd· 

- . §'[tis~- of. b'~1o~ging· and i6yal tv to~ thg 

(·viii).- - in· view--or]Iie7ioove· and J.ooking· to · th-' riaghi tude 
. .,_ . .: ~r .,· ........ ,-.l~-·-:, . ~"' · .. •.-··.- :: . ·:·,·. , • 
6 f -u;e ::!C ti vHI"~s'of'" tfte~<irpo I'J.tlot{Whi ch will' inc rG :J.S C'. 

......... 
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tremendously u;.~(l.">:r :.- 6ym.mic Ma.nagemen t, we rec ol!l1l!end that 

th<'! Bo:lrd of' the' Corncra tion should be as sis ted by 'l . . 

Gener'll CounciJ. With the f'ollowing members ~-

( 1) Represent;), ti vos of Class I Of'f':i.ccrs 1 Associa tio~ - 1 

(2) Representatives ·of' Development Officers 1 Associatim- 2 

(3\ J:lepresent1t:!.ves of' Employees Association -- 4 

(L!' 

(5) 

Bepresentatives of Agents 1 ASsociation. 

Renresen:t:lt;ives of' PQlicyholQ.ers 1 Association.· 

The Members Qf the Board of' Directors will be ex
officio mer:-.bers of the General Council. 

..:z. 
- 14 

The crrmer"l.l Gouncj 1 should meet once a quarter. 

As iri tho C"l.Se of' Bo'lrd for which we hJ.ve recommended 

nomin'l tions wi ttl :>.. ru 1'"11' bi'1S,. WP. would recommend th3. t 

one rPp;t:esonbtlve of' .the· Development Of'ficer.EJ, three 
' . 

representatives of th" Agents 1 As~socin.tions :md seven 

re'Presentative:;; · o:t: _th,, .Pol icyhoJ.ders 1 As::;ocLlticns 

sh0ulct ]:le frcw rv.r-:tl are:ts. The represe!'ltatives of the 

Associltions will be nomindted.by them. AS· regc~rds 

policyho:J,.ders 1
· :;0pres.;;nt .tivcs, unhl a suitable machinery 

is establishE:d, the rr·prescnt·ltivez will be chosen by the 

' Board specific::..lly as represent."tt;ives of nolicyholders 

with defined qualific:1tions as r2g:uds knowledge of 

~qrapce and dr'lwn from the various regions of the 

country. The term eof the mem'bershin of the Gener:'ll Council 
will be four ye ·1rs • 

• G • • • •• 
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\~XJ. The functions of· the G:meral Council ·will be to 
... 

aid, . acivlse and :lSsist the Board in discharging itS 

:functiuns under the Aet.so iiS ·to secure that 'lif~ 'insurance 

bysin:es$ is deveioiled to the best'o.dv~ntage of the,community 
.'. ~. . - . - . . . . l •. - .... . . .. . ... ; 

'lnd- th<1. t 'in the disch::.rge of funetions the Co niota tion 
.. • •• ~. 0 

shall <tct; so f:1r as may .)le ,; on bUsiness 'QrineJ.pl~s, 

The ·fisher:tl .coyncil will review the pcli .. ci8.L progr1.mroes 
... ~ . 

and. any 1s.rge-sc1.le changes .lffecting administ'r}tive . . . 
structure or p:r>.rsonnel of. the Corporation but.m:;tters 

relating to day.:.·t0-day administrfl.tion or ind'iviHua.l · 

objBctives in the· 'm'c~.tter of costs. expenses df ~.1n . .,gem€1nt, 

investment nclicies, targets· t'C' be achieved ;etc .• ,sh1.ll '· 
. . .. ·, . .. . 

. ··~ hcwev-lr, be plrced 'ltefore the Gener'll c6uncil before 
. ~ .. - ..... 

deciSions' a'ie takEln by the. Corpor·iti~on •.. 
. . . ; . ,. 

• . . :.:,· . : 'iJ-e . .hop8. the Gener:1l Cou~·~U recommended by us will 
14 .• 

go a· very long· ·w:J.y tow;: ... rds satis(yJng the 'demand for . . . . 
d:em"ec:ntis~ition of our pyblic sec'\ior und8rtakings and will . . ' . . .. . 

-J2_r.cvide t·h~: 'benefit of. collective thihking and a Sf!nse of. 
. . -

p;;trticipation by all those connected with the institution. 
.. :. . 

, 1 \ o , , 

W~ were surpriSed' to learn th<.l t CVf."'n though the 
. . i • . 

corpor,ltion employs more th<tn 5~ 7poo pe.rsons, there is no 
·.: 

Servi;!eS Commission. In the-inperest of the Bfficie>nt 

........ 



functioning of the .Corporation and its services'wo would· 
. ... _ 

reeomnend .the 'immedhtE.". ccnsti tution of a 
!.' - . 

two·r.-remhers; 

Services ·'co~;.·· . 

The·· ChfJJ.'i.ffi~rt :~rid . 
. . - . ._ 

one Member may be nornjri:J.ted by UGo~Pr~ment. and· the dthe'j; :· 
~.~~.~.7.~~.~-~.~.~.~--~.~-~~~.~-=~-~.~~~~~. 

Memb~r. :by. thg C6rp'6ra.tfo,-'n~. '..:;s!..· ..!B~QI.£a!:o!r..!<d'-=.-..!T~h;:;:e.,.._ =ru~n~r:.!!.t>~<;i.P:::.n~· s,.,_..;;·.o""r....,...t,.h=e 
0 

0 
,;, ,. ';, ~- ~-,, __ !or••"' .... 

commission w,111 b.~ strnnar to those 'of fi!ther··seryiees·· Com.: 
.... . • ·-- • f 

~- . . . 
mi'lSio.ns' as.i fo~~::~z,;tmple I the union .PYblie. S'ezy!ee Com-

· .... -· .... ,. . 

. ... . .. - - . ~ ;-_: ::- . . 

m1~!1Qn. the·, st;:~:~s!!::,,s.erytces · Commi.ssions ·and~ Railway.· 

Seq,ig~~ C~;~~~ion;·e·tc. The mafn &~~·~~~~··of the Ccim-
... -:;:;:_. ---. • • • j • • ! t<_;_ •.•. : ·: •. : .. 

mission will .be 'Q:rondly .:J.s under 

(l' Hee~ft;;"~~t:.-:t~: Class I 1 ·ti ·and ·nr n?sts iG,. 
· thA Co:rffl:•r:3.'t~on:. . · · 

(2' · Prc,moti~:ii's: :fr~in ·Class III to Class II or 
(a·J.ss I :.md from Class :n :to Cilass -I. - .. •.· .. 

(~\ Pr~,~-uii'~·~s to higher pos·ts'\iJ.tlass r above 
the r:~.nk of AssistA-nt Divisional Mdn<fger. • 

. : . . .... . 
. . . 

(4) i{onsult-J.tion in regJ.rd to dis'eiplim.:rv 
.. .Ilroeeedings against Class· II ·Be Class I Officers •. 

. . . .. . 

(xi' ; . .Jn sub-pd.ra (vti) ~bove w~· have referred to· . Consti tutisn 
... ·· · '·''"' · ·. · · · · · of''Standirig 

collective .thi~±hg .... ancr·:collect~:Ve w9rking to ensure a co- Tribunal. 

cp~ra~tve Miinage~ent· s·~·: ~hat ~~~cyc;me ~~o~eeted wl th ·the· 
- .. . . • . . .. • ' • ~ . -~ :._ f. . • • . . 

institution has a sCJnse ·.of belohg.ing ~.nd loyal,:ty to the 

instttut.io~. HOW'9..;.e;,.: t'iif~ _:ca~:'~e ·-~·oh~eved only u.; theN 

is eomplet~ cooperatio~ ai'i.d nai;inony in t_~e· organis.~ticn and 

n0 'l.Qr;i,mony, wha:tse·ever. We feel that m2..tters should ·not 

... 
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f>e le;f,\ tc · ~~i t3.thna1 appro4ch by officers and/or employof 

~s i.t vi£ally. .a.ff~cts ~he efficiency of the Corporation 

to-·th'c ·ct·e"t;rlmeht. of thG. ··interests ·or .. the- Policyholders 
. . . . : .. 

. ~ . . 

'and the n..1.t;ton ~t la:t<ge •. ·In ou.:s::..cJ:Linion, there sho~ 
•• •• • • -· • ~ • • •• -·- • '.. ~ • 4. • • • • 0 ·:· "' 

.2f_;i_pP.rmanent machinery for J.rbi tr rtion to rmsU:r~.:.: 

. guicl!;' d~ci'sions. en, ?,1] disnutes. be."j;w'r-!en the ·cor''~r':). tie n 
. . ' . . ~ . . . - . ' . . . . 

, . . . . 
E,_nd'its office·rs.and.employees, between the Corpcr1ticq 

...... 
n()licvhulders ond bej;ween th0 dprpor·1.tic'n "-:too 

of:'1· Sf.aiidJ.ng Tribunal Cb:lrged. with the respcns:i.btli ty 
. ~ . .. 

Q_f_ i.?.:~_;l.,j.ing :tll :~is.putes referred· to it ·.by' the 
. - .. - . l • -. 

As·soqi:l ti:·ns-- of ·Officers. ·st<tff and Agent it· and ind.:l.~idual 

~olicvholders, speedily. The Tribunal's decision shall_Qg 

eonsi.>·t ef the'· following ::... 
. . - . . . 

( 1''' ·cnd.{rm-tn· - -~ ;etired supr~~e ·Court Judge· 
" · o:r + ~igh CQ!!rt Judge. · 

(2'i · . .Three U3inb~rs . -· on~ Actuary I one Man~tgemeHJ< 
. ; c§Xpert ·t~nd ·one nominee chosen fr..om a pan'el of 

· twclvi:l names. furnished. by -the- recognised 
·_· Asscci-~ti.ons. · 

• • 1 •• : • • ,, ~~ 

should 

·'The teqtire of the Ch"'.irman -~nd Members· gf the 

s t"lnding' l';i bun~J-:. will b~ f0u; ycZ1rs · wit~ el~gib;ti"i.ty for -
re-!lpT>cintmt:>nt.· Industri:l.l peace and b'lrmony <1.rc abso

lutely necess1ry in order to f'Q'lble the Co;rnorg.tiop t0 be "11 
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effective tn.strumPnt for mobiliS 'ltic:n cf public S'".vings 

through life insuranc e . The expenditure to b P incurrC:d c r. 

thP Tribunal will be more th c1.n recompensed bz the 

improvement in thE rel ::.tions b e tween the Coroor8. tion :.nd_ 

the Officers, St~ff, Agents 2nd the policyholders which 

will be conducive to the efficient functi cming cf the . 

org'ir..isation 1.nd subs e rve the inte rests o f the n a tion. 

The '.l:ribuna1 wi:Ll be ancth.::r in-built .J.g ency f or 

·cor'r~ctive ~cti c.,n referred tc py us in Sub-p-tr.l (vii) a bove . 

('xii) Irt Appendix XXII we give th8 Corpcrativn1 s vimvs 

on the Reports ~\iid. R~turns' submitted by the Corpor . .:ticm_ 

to Govqrnment . . 1,Je would recommFnd ' ·th<.t Government should 

-~-',re~ie~ -e::~.rly the utility uf these Reports and Returns in 

__ the: .. ifght. o:.f the - Cbrpora tion 1 s :yiews. ~tJe 1-ro of the view 

th::-1. t unnec-ess<:>,ry. paper work should be eliminated and onl:y-
. . ... ....... ~ • - • • • . . ? 

such R-epQrts and Returns ~1.s a.rc · t1.bsolutely m~cess :?. rY shoulq . ' . . - . . ~ . . . . " 

b e:. obtained by Government. 
' ,.. -

.. . .. . ·-·· ..... . :~. 
• ' ........ ,.- -. .. ·--- . . 

5.6. The Corpor':l.tion's failure to act on business 

· · principlqs. iS ' 'l ,~;g~ly due to the lack ~ f dirPction J.nd 
' . . . . . . 

control. of its :iff'lirs . by a dynamic and Vigorous Bo~1rd 

: h8·'lded ]Jv a .pertn'inent Ch21irtnan. Ir' the Corpor1tion has to 

live unto .the 11!lt:j_on 1 S expeet8.tions 'iS J. l1 l tionalised 

· undP r .tJ.klng, tJr:c Board of Dirt:~ctors. should b e r econs ti ttited 
. . . 

. fortbwi th ~1.s rec.ommendE<d by us~ 'T'he constitution of the 

Generu .Council- a.nd - the Standing ·Tribun;:.tl will serve ·1s 

"in-built .:tger:ci r> S" for s ecuring correctiVt' :tction, 

whenever nE ce~sG.ry, thereby furthering the ·growth of 

bu·s tn-e s s • 

Re :pc r:3 
R.:: t Ll !":i.S 3 • · :

mitt :~:. -=-- : 
C c r ,-~ !"-.: .: : :: 

tc S.c ~ -~ !""'" -



Q..f:APTER . VI.·~ ·o:flGANISATION 238 • 
. . 

SectJ ,;. 1: - ADM.:.::IN==I;.ST=-.RJ~~.:.:T:.::I:..:.VE;::;....;S:::;.~E:;;:T:...-.;:;UP-.. 

tWib.istra:... 15.1: •. 1 . \'The· administrative set-up .of the Cbrporation 
ve set-up · . · · · ·. 

o'f the : is ·'broadly laid d.o'.m in ·section lR of. tl:te Life . , 
Corpora-. · · · 
tion. · Insvranqe ·Corporation Act, 1956. A.t present, it . 

. .. ... 
. consists of a Central Office. at 3omoay arid five 

Zo:-~al Offices (Northern, Southern, Cent raJ.; Eastern 
. . . 

and l.Jes tern)', wHh head offices at Delhi,- Madras, 

Kar.pur:, Calcutta and .]ombaY respectively. The Zone~ 
• 

h~ve; under them Divisional Offices, Branch Offices . : 
' . . . 

ar.d Sub-Offi~es. A chart of· the existing organisation 

.· is t;i ven J.n il.p pendix Y..XIII • 

Number· of· . ·, ·\'>, 1. 2 The ta:.ie below gives the total numbe~ of 
Offices-. · ·. .. . . 
of the·· · offices ~n .. ,e·ach of the .five Zones aq a~ 31st 
Corpora• :: ~·' · . · · 
tion.. March, l9p8 •.. ... . 

NJmbe~ of Offices 

-;:Ji vj.sional 'Granch · Sub- Development . •-: . Off:.ces •· Offices Of,eices·. Centres .. . : (l) . i ?.) (~) (4) (5) . . . . ••' 
N<rrthern- Zone .4 . 65 22 19 
Central Zone "I 65 21· 40 ' 
Eastern Zon"l B 7? 29 37 
Souther~ Zone~ :"9' lJ.6 48 32 

Western Zone B 91 15 24 

Total 36 414 135 152 

6.1.3 The Cor?o~atio~ has either a Branch o~ a 
~:· . 

sub ~office· i.11 256 Qf the · 326 Districts of. the various 
. · . .. . 

States and in [ out. of" 9 Union Territories in 

Indi.a. There are Develo'\)nlent Centres in 27 Districts 
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.... 

and· in on~: Union '6er~ito~y~:· ~'Th~·c:Orporat~on has .no 
. . . . . .. ... -. · .. ·. . . . ·. . . . . : . :·-.· . ... "' . 

office of its- ow-n. ;il:l 43 diSt:F;(.~ts :·.(a Assam, 2 'Gujarat ·. . . . . ... -. . ·• ~- . ~ . . . 

5· :r & K 13 M.P.·, _i M~h!ua-shtz;a.; 1 Mysore~ ·2 N'agaland., 

3 O;issa~ 2 · la~astli~/ '~d 6 ~ ::P .)' a~~ in ·3. Uhion 

rerritories, viz~.~ .. -Anda.inarl and ~icobar Islands, Dad'l'~. 
-

~nd Nl'!gar-Have;l;!.;~d La,ccadiVe, Minicoy and .li.I!lindivi . 
.. . . .. 

rslands. lt rna~ -also b~-- noted that the Corporation . . . . . 

n'as no ·afri6~~ in ·pne of ·the states also, viz., . . ·. 
Nagaland. .... . .. 

• !• ·• 

· ·· 'rhe _·fWlctions of the. various offices 
. . . 

of the Corporation are indicated in the nate 

received· f.~in tl_l~,'corporation ·on· its organisation 
. . . (. :-~ ... ~- :_ ·.' . 

s et .. up U.ppendi-x;, ]QCIV) · The Central. Office. is res .. -
" ' ···' ponsible for the fo~mttl:ci.'tion of broad policies and 

proeedures. 

Functions 
of the 
various 
Offices 

· a-;1.:9 · ·: :· .. ~h~ pentral- Offi.e.e. h~s an impressive array Central 
. .. ~- .... .-.,_. , . · .. · . . .. ·Offi.ce 

of Departm~rit.s. b-ut the aQ.tual functioning· thereof 
• '.. I .• . . . ' • • ' : • . • . 

· le~ves·:$ch.:·to be:·des:ired •. _The organisation at . 

the. Cent-r~;~ii' also hav~-to be streamlined so as 
. . . . ·-. . -. . . . . '· . 
~ .. . - . 

to deal.effectfvely with the problems confronting 

the· Corporation. In the fo~lowing paragraphs we 

,,.g:l,,ve},. our ~-Ommel1 ts on . the fu:i:l:! tianing Of Some Of the 

major Departni~rits:-of·t~e central Otrice. In this 
....... ····.' ':~:~· ~ ~T :',:'"" ,:, :<:·':"#•,·.· -· .. ~ ••' 1 o _-, •. 

Chapter w~- ar.e no.t commenting on certain De'!,)artments 
. -~ .. . . .. . . . ' ~ .. :. . . . 

· .. 
. like Forei~ Denartment, iu"olicity Denartment,_ tn;;.· · 

v,estm~nt. ri~_;,ar~h:en~. ~nd. General Ins~:.Uc'e. ~epartm~nt 
•. . ... ' .. · . ' . . 

as Jhese. Sl)._bjec'ts.have been dealt with by us separatel~ 
. . . ..· ;- . 
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1)eve1opment p~;i,s . The. Development Department deals ·iri:ter ~ 
D:Gpartrnent. •· - · · · 

w;i.th P;tanning and develo-pment of new business;· . . . . . 
-

opening of ,new offices and matters relating to .. .. . - . 

Development Officers, Agents, etc. As would be 

observe~- from. our comments in the various 
. . 

.Chapters/Sections dealing with_these matters, . . ·• . . . 

the. Corporation has actuallY no method of ... -. . . ~ 

.Planning and developineri. t of new business,· especially l 
. . . . ... 

so.in the rural areas. Further, the Deve~o~ment 

·9ffic'er~ and the. Agents }fave failed in th~ir· 
.. . . 

f~ctions wi~h the result.that the C~rporation 1 s 

business has .not made any l"e1Iiarkab1e progre-~s ~ 

In our view the DevelopiJlah~· DeJ?artment has neg• 

-lected the develonment of business and a stable 
. . .- -

Agen~;y Fore_e. The Development Depa~tment has, _ 

therefore; to ie made an effective instrument for 

discharging the duties end functions assigned to it. 

Integration 6.1.7 The Integration Department _pre.sently 
Department 

. under a. Zonal Manager, is charged with the res .. 

pons_ibUit_y of preparing for· decentralisation of 
' .. 

·the. · existing business and also of ensuring unifor

.m.f:h o{ procedur~s in all,. the 'Units •. In spite of 

mor~ than twelve years the Corporation has not . . . . . 
been_successful in decentralising the policies 

of the .. I.H.O. Units (Integrated Head Office 
.. 

units) _to Div~sional Offices. The decentralisation 

wall .taken up ·oy the Coi'!_)oration in a phased . . .. 

·programme starting with the smaller IHO units 
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and then extending it :to bigger Unit~ .•.. ~-~.·o.re,, . . .. .. .... .. ... .. . ..... . ..... 
: ·how~ve-r, ·the l"ast plla.se· could. ·be reach.ad, .f!lJ:'~he.l_'~: 

.• . 

decentralis?:tion·wa·s s:tonry·ed in-1961 because-of·-

confusion· and "difficulties experienced due ~0 

"(1) record's a-t•"the receiving ends. not· .be-;i,.ng . 

complete i ahd ( 2) staff. at Branches and Divisi.ons 
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not ··sufficiently conversa,nt with the "P-P;ticY conditions . . 

of the dif·ferent IHOs. 1.4hile stop'1ing further decen

;traiis8.tion 1 t:he· ·CoM oration· decided. that whenever 

;>ci-ssible. big~ei' .Units 1 policies be transferred to tne 

Br~ch~s of.thdse Units to. be called upgraded mos •. 
The numoer· of :-po:hci?s ·remaining .to be decentr,alised 

so far is 15~·5·lacs'; i.e. about 30% of:t.he 5.0 .. lacs 

poiiciirs ·at·· tht:· time of nationalisation •. ·Re~entiy 

the doruoration.has again .decided to aec~lerate 

the· ·process· bf.:decentraJ:i&ation or, pe-grouu.J.n.g and 

the· pr·o·c"t~ss · is' ·expect-ed to be comple~ed in 4. ·or 5 

' yeat-s'' time;· · The :·aeeen traJ.isat:i;on ··w.i;t,:l-.· thv.$ be 

achieved in a'.:lout · .17 · yt.a:r.s 1. time. f-rom the date. ' ' . ' 

~ 6f. nationalisation. Incident:al~Y·, .it is e_xpeeted: 

tnat in· about 20 years fro11t .:the ·dat~ of np.tionali ... 

. ·sation, ;t.e. by '19?6, at least .75% .o:e the policies 
' of the· erstwl1ile Insul"ers 'would have .otherwise . ' . . · .. ' 

gone off' the· books· or ·tha .Co_rporation by 1:1[-leer 

·efflux· of time ·without·, recours a: to· deeentraU.sation 

and th.a att enda.Ylt corifusion ·.and ,cost involved in 

thett p"rocess. · The m;i:ili. 'obje·~tive ·o.f .. deq-entral1~ 

... ~ . ..:.:...; ·'~C! -r.-:. n'lftend· service nearer home. tG the 
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policy-holders, which ,,as virtually'·been defeated 
. . ....... .. ..:. -~~~--- .. ·~---2-~ ~-: .. · ... :-.... ~ ., :· , ... ' 

by the tardy and unimaginative methods adopted by 

the Cqr~o,~ation in this re~~a>:Al.l ·ine'·;aifti3i·;·::· 
' .... : . . . . . .. . . ~ . . 

cu?.;tie~s: that. cro-::r'(>ed up aS a result -'Of: the decf.::· 
. ,; • ··: ·0: < • • • • • 

'#6JJ, .. ·to decentralise couid have been, foreseen w~th . .· . . . . ' 

a little :imagination::,, ':E~eri. n~w· j, t _i~ -~Possible . 
. f~. ha:.Z~rd· any. qp:iinion. 'whether· '!;he ste-p,s propose~:· 

. - . . . . ~ / ~ .. ·. .·· ~: . . • . 1 :-:; . 

by· the Cozijoration are·. a-ppropri~te a11.d. the de .. 
. . 

:9entralisat:!-on will have a smooth s~iling durin~ 
J. • . .• • •. ' -~ •• ; • • • • • • • 

.hext<4-or·5 years''time anticipated by the 
' . 

ccst:p§r~-t:l.<>n. · .. .· . 

6-;:~:~~,: ' '.The Integration· Department ·also deals 
. ·:.or:.._.._··.-·.:·:;.·-. . ·-.•. r~ .. , :.- .. · -~h-

'd th• : cpfnplaint .s ; ·re·cei ved· at the ·cant ral Office • 
' ~_; ': . ' :; ;_ . ; . ·: . ! :· . . " :· ·, '. 

The collipl'a3:~ts·. · are 'dealt with in 'a· routine manne·r . 
withdtit' 'ef":t:";qc~ing:·any -im-provement·. in the servic..EJ: to 

f .. o ', I • ... ' 

the.~olicy~holders • 
.. ii:-:.';:-·~· .· .... -:· 

o & M 6 .1. 9 '!'he ' O&M Dema.rtmerit dears· wilth the 
Department.• . 

i6i1owing-:'~ 

5.1.10 . 

i) 

ii)_ 
. ' . 
~ii) 

': 

Simolification and' improvement tOf 
office nrocedures; · 
-~ . . .. i . . · .. ·. . . . : 

Preparation of work-flow charts; 
•• ··: .• •• i ' f • 

• I • '•, • • ~' 

Forms d~s:i.gn and forms control; 
. . ~ 

P.· 

iv) Proc~dures for retention and disposal 
• ... o· r· · r'·e·c'ords • - · ~ ·· · · · · · '1"· .: · 

o ' : 
0 

o t 1 , '•' 
0 

o 

·v)·'To revitlW .from~time·.to 'time·:the;ba~is 
on which the staff strength of various 

··offices ':ts to.be. fixed; .· .. ,_ ;J · 

vi) To· formui.ate ·work ·norms for. all f .· 
measurable jobs .. 

. . .. ! 0 • • • • ;· • • :·· ~~, ~ • : ·~ ,. .... :. 
'I he r~ports · submitted ''Jy the. Dep a:rtment . . . . . . 

have dealt with. the fol.lowing subjects:-. 
. . . . . . . : . .. . ... . ' .. :. :. ,~. . . ... . 
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5. 

nevision of the manual of Stati~tical and 
Machine Depar.tment of the Divisional Offices. 

Providing. a new basis for determining the· 
. strength of Class III employees:. at Divisional 

and Branch Offices. 

·Studies of one Department at each.of· the 
· 3 Divisions with sug·gestions to improve 
the efficiency by the respective Departments. 

Jobs such as procedure for. maintenance of 
Inward Mail Regist '"'r; ·Organisation of PHS 
Department., destructio~ of records, eto. 

Job break":"=down .and work-flo'" charts are 
under preparation for' the JITew Business Depart
ment in "3ranch Division, Zonal and Central 
Offices and of· the Salary Savings• Scheme 
Accounts in the Divisional Offices. Time 
studies have not been' possib1e due to non
co-operation by the Staff Unions~·· 

. . . 

Elimin<"Jtion of redundant! periodical 
return~ to the Central Office. 

,. . 
·1~o'rk relating to payment of renewal 
commission has been studied. 

s.1.11 · From the above, .i~. will be evident that the 

0 &: .. M Department has not made any significant contri

bution' tb the. ·sill!T.JUfication of paper ~ork in the 

Corporation. The lines of communication continue 

to be a:s long as possible anti no attempt h8-s 

b eel'l ma':le. ~n regard to simplification and rationali

sation of the Procedures. Even such an important 
• I' 'j ~. ' ' 

matter .~s s;tmplification of :the loan. p_rocedure on life 
:.· ~-~ ... 

•· I 

.Policies has·not been· f~nalised so far notwithstanding the 
. . ' . ·• . . : ~ . . ... - ~- . ' .. 

recommendation made. by the Committee on Public Under • 
. ' - '. . ' ·.' . ' 

takings nearlY three .. Y.ears ·' ago • . .... 
I 

6.lel2 · ·In reply to our question whether the 

Coruora.tion had· considered any project of radically 
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simplifying the· paper· werk between the public and 
. .. ~. . . 

the Corpo~ation and J:ation~ising. the administratiVE 
• . . ~ > . • . . 

Procedures, record keeping and its operations to' 

enable the management of; t_he b~siness mos.t effi .. 
. . 

ciently and at the _same time deploy;i.ng the· adminis-

trative staff to more creative wo·rk as against.me~e 
. . 

record keeping and routine functions, the :Corpora-. . . . . 

tion has replied i:q. the n~gative. The. Corporation . . . . 

has further stated that it has-standardised various 
. . 

forms used in rendering a~rvice to the insured and 

have listed some of the si!JFllifieations effected which 

are of a routine character, only and cannot be. 

considered to be radica]. by' any s.treteh or: imagi",.; 
I• ·,\.' 

nation and will hav~· _no_ impact on ei thel' e:f:t:ieiency 

or effectiveness and quickness of service and 
• • ••• o~• 

economy. 

It would be interesting, to. no~~- _tl;l..e.siews 
. :- ... , .. . . . . . 

coDlllllli1icated to us by the Federation of Class I: 
; - . . . . 

·Officers· regarding the Inspection, Orga.n;Lsa.t.ion. · 
. ... .. .. .. . . 

and Methods .. Dfilpa:r;-;t;!l},ent at the Central ·Office. . . ... • . 

These a.r~ ~oted b~lqw:-

"The LIC has already set-up an Inspection, 
Organisation and Hethods, ( I.o&M) Depa,rt
ment at the Central Office. -'·It, ·however,. 
needs considerable modernisation to-cater 
to the needs. pf the organisation. 'This 
Department· should continuously review and 
s imnlify . tne methods ·and procedures ·in · · 

.. vogue. It should be·· the work of this . 
departmenif t9 evolve simple a.nd effe:ct:ive · 
methods •and procedures for disposing of 
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J • ~ ... : • ,. 

.. the correspond.ence and:·~~a~ 1;ain:).ng .of 
'cii'f.f!erent ledgers and books·;·~·mor.e~ .. 
quickly··and,, ce.rtainly more .efficientl-y.·.·~;. 

· ·~rtti w.i thout · duplication of· work''~ , 
• - w " • .' ~. • • • • '· : • • • • : •• 

i'he. D&M ,Department ha$. ri.ot 'ev'en attempted . . ~ ' .. ·'::I. , . . . .· .. ·. , . 
any .studies of.delaY·:s in·Pa.Yment of claim_s, lapses, 

e~~{~ietiey c.; .. _th~ '~aies.- organis~tion arid f.ixa~i~~ .of 
~.')·Jr 1'.:. ~ ·... '·· .~---. ··: . ·.· · · · .. , ... .. _ .. ~-- ....... 

norms f'or,the officers· and staff of the Corporation. . . ,_ ;, :· ,·· . - .. ·_, 
.. . ~-- • . . . . .. 1•. -

... It is 'thus eJ-e.ar that· the v.ery ob;feet of .l;la ving an 
...... ,-

··_.;._ ... ·. ~,! ·.-.: f-• : -·~: i 

. <> & M De:PQrtment has· ·oe.en. defeated. :\il effic:i.en~- and 
' ', 1,._ .:~:·I '• 'I: ' ·. • ' ; •• ::· ·~ '' ,., •· • ' • ' . . . • • • I • _; 

>eohn1c:ally_.cocpeterit o· & M D.epartment sho-q.ld have 
:! : ... •; ., J' ' •• .- .,: ·':' . ;. . . . . . . . .. ... ' . .· ·' . 

lade ~'· ;tr~~enAAus :l..mpaet on the Corporat:i,op.•$ effi. 
'I I • 

•• ·:"'" 'I ~ . I '. . • ., ., 

!iency '·bot);l in the administration and in, tb,.e fi_eld. 
: ·_.t· ·,,: ·. ~----!- • ....... !!;_ . . ·. ; . .. • 

ll~ poor1.pe:r;formance of· the, 0 & M Department is 
_:·r::.~i·-~· ···~·\':; ... · . .. · :·_ ~ . , .. 
~ev~t·ab_!l;y,;t'(3fleeted in tM _poor management and a;l.so 
. . . . t· • • .:: ; -... · :. ~ . • • . . . . ' ~ ,._ ~· . 

poor··"setvi.c~ :to the· policy-holders, we recommen~ ' 

.that the . O&M D~~:cU'tment ~hou1d; i.~mecLtately slmnlifi£ . . . ~ 

the~·adrid.nistrative propedures. ~d. oper'ati~ns so as 
I! • . 'I • 

.:th' m'aJse them ~~s'ny untlerstand~bte and ~abie the 
·. .. . ··.,I. ..... ' . : •. J '. '. • . . . •• •• • 

A;&ents· to .render ·efficient. and economic serVice to 
! . . •. 

'the, ppliey-holder·-at his door~ . . . . 

6al.l4. Be.sidE>S the Q &: M .. Departmer,~t; the Cor .. 
. . .. -.··. -· ....... ; ; 

· pora~t.l..o,J:l has an lilspe~tion bepartnient . whiqh is 
~ . . ,' . ' . . .: .. :. : . ~ ;' :, -.. . . : .. ·-:. ·. . . 
;resporis:j:bl~ for p,eriodical irispeotion of the various 

I ,· f ,"-' ~--'.' I :. _, ,· • '! ,, , •' :' : -'; ·' I ·. 0 

_offi.~es_of.-the; Corpota.tion~. l'hese p·eriodic~ inspe 

· Inspeetion 
. D'epartment 

. ;/-: !.i:~·-l -' ·_ . ··.: •' . --~-~,-- .. ·_.: .· '. ·. . .-. 

·ti'o~s. keep ,a, :Wa:tch .. on the.:working of the various offices 
l_:_J~, •·''_ ... : ·. •,':}·~ ':\ .. · ..... ·.· -·. . ···~-· 

_·and:··~sure·tnat it is 'in·line-with the various e~-
:. _: _'' :-.·~·-·\· .'' .-·... . :.· '~:-· .... :. 

tablislied' ·Principles.~- and manuals~· In our opinion, 
. . .~ ~ ... :: . . . 

the periodical inspections shouf:d·:~elp in streamlining 



tYi.e a~mini~t-~'itiiV.e apv.ar~tus thereby pro~iding;: 

'·p'f~~t· .?-ri'd.· efficient .:~~tri~e. ~~.the_ po~~~~-hoi~e,rs. 
.. ... .. . . . .... : . . . . . .. . ........ -. 

· Bili ·in ·a:ctual pr.lac.ti!!.e:. this :j..s not · ac}ji·eved- as. . - - - .. . ... . •- .. . .. .. : .. : . ._ . .. 

·~:;n·\e· evident~·f.r.o.m · tb,~ ·inordinate delaY~··:ib.".'the 
.·. ' . - . .. .. .. . ~ . ~ ' . . - ~ . . . . ' .. . 

i~ari~ .of.:·~sU:rrEmders .<WQ. _l_oans and t-h~--:p·~;.n;-e~t; 'bf. 
~:~it~~it·t·~d death claims w~~~~,-~e-hav~:r~f~~~tr 

' • ;' ; • •-- . ..,, . • '· • • • •• _._ •• .. • • • • -· ;, ,., ., • • ., I • - .I 

·-t~;·iri: cri.kp't er .III; Sections 3 ahd: 4• .· . -: . - . .., __ ~ -- .. ~- .. . -·.:· . ~ 

.6.1 • .:;,.5 
,t. - •• • ~ ••• •• 

~re re~~ close ·co-ordination 

b~~t11een ·the InsJ2ectio_l} Denartment ~~·d. th~~·a; &)1 
. . . . ,· .; . . . .. . . : 
Deoartmen~ sc· as to avoid overlapping of work . 

. ,., .. • ', • I :~ '~ '•.,~ • 

arid ·achieve guick results the 
··,. 

·Actuarial' -~·-6·.d~.l6'· : -The Actuarial Department, which is :under 
• ·: .' :~- • '. • • l' : • • ' Department · 

.. the ·Chief' A9'tuarY., .. d~als with the actuarial. work 
~ • •• • • .• ' ' • • '• • ' •• • 0 • • 0 '• o r• t'' 

·a.nd also keens. ,m.der constant r~;i·e·~'·'t'he"uii"d;r-
- - .. _ . . "' . . . . . : ~: . ._ .... .. ::_:_ ... -;. : .. ; -. ·-· -· .. 

writing -methods. ~!)d standards. J;n act~al .practice, 
. . . ·. - ._.,.,, __ .- .. =~- ~:.. ...... -:. .... :-~ ..... ··. ~ • 

"it seems- that ·th~ · D~par:tmcmt does no.t functtari· as' 
,:,:··· ··.•· ...... :: .. : .· .......... --.-~---~-; .. '•:: 

e:ffeciJ'i'T~~y aS .it I?.J::'~i)Uld in a dynamic and progressi V9 
. . . - .. . . -: .. - . ~. . . 

. . .... -:,. • ,·, :L •. ' . . 

.l1fe. office. -. In. G hapter III Se9tiqn 7. we. nave 
- . . - . .· . ... . ... ~ ... : .... :~- :·.',· . ·: . : 
re:'srre~ to .t:O.e at.JPoin tment of. a Commi tt.~a of ... 

. - . . ·--- ... _ .. . . . . . .- . . . 
-;: 

study .the .. results 
; . :· '. ·., . .. . ·ActuaTi2s in 'lbvemo e.~· J.966 · t 0 -- . . .·• ..... 
•••••••. l 

of. mo:rtalit.y irm~stig_>tions (19~1:-64') .... As ·al~eadY 
. . . . . . --- ·- ... · ··:, :.... .._~._. . ~-: . ..... . 

. potnt ed 0ut .bz u~ ~ :i.n 3. ·11e.l_l-managed life .9ff'ice of. 

the siz~· .of. tb.e Coroo_!_"atio~l, the fa~ts a?out inortalit:£ 

:·inves ti&~tions snould b,,· ~~s-~lY av~~l~b~e · p·e·riodi

ca~Jv ar.i t:'le t01.sk of revie•ring the .mortality 

1!!I~!ig2tions a:::-td r~vii;:;.ng the premium rates 

cot;:Cl::..eted ir. a period of ab 011t three months. It iS 
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a §ad commentary on the working of the .Actuarial 

Department thqt it. has failed to evolve. A.pl~ of 

insurrutce to suit. the rurF\1 population iri the ·country, 

revise the sc~es of surrender and lo~n v~lues, simplify 

the premium tables, policY conditions ~nd procedures re-. .. ' 

.~arding service to policy-holders, Its only achievement, 

perhaPs, is the cooducting of periodical Actuarial . . . 

Valuations~ We re.commend that the Actuarial ]jepartmen~ 

should be alive to its resoonsibilities and 

effectively • 

. 6_.1.1? . :The ,Personnel. Department deals inter·~ 

, w!th all matters of policy relating· to the officers 

and' staff· of: the' Corporation and I a.lso such matters 

rell'l.ting · to individual employees . as mAY require eon

.sideration at the Centrai Office. In our- view the 

. ·Personnel· Deor.~.rtni.ent ·does. not -reflect the dynamism· 

and imagination required to handle staff problems 

u:nder the present daY conditions.· The constitution 

Personnel 
Depar~ment 

. of a StRnding Trib•_;n~l for resolving all disputes ·· 

between the Corporation, the emp!Q~ees, agents· and 

policy-holders recommended by us . separately should 

help e?J?-siderably in· improving· the relations between ~ . 

the C?x;poration ·and. its Officers and staff and brit:,g, 

about. all round harmony in· the orgcmisation~ 

. 6.1.:1.8 .. :.:. The ~ersonriel:Department is also rem;>on~ible 

for the training programme of the _Admi..."listrative ·start\ 

Since the training prograqWle has not produced improvements 
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the administrative starr. we 

would recominend that the programme is suitably 

revise·d· so 'as to incl ud·e .Model Office traini!.!,S 

and thus make it rea1ly effecti •:e. 

6.1.19 .. The Zonal Offices are resryonsible for 

co-ordination and general supervision of the 

010rk of the Divisional Offices. The ·Divisional 

Dffices are responsible for complete servicing 

of new insurance policies from the time of ac-cep

tance of proposals to settlement of cl~diils. The 

Br"n~~ offices generally deal with new business 

:elopment of organi-sation, viz., appointment 

of Agents, maintenance of business records of Agents 

artd Development Officers and review of their wcirk. 

There is no policy-bolders' servicing by the· 

Branches except that some 33% of the B'rariches 
' have been authorised to sanction policy loans· • 

. The other so called policy-holders servictl'lg 

functions which have been entrusted to Branches are 

ma~tenance of policy re.gisters and index, collec

tion of premium, issue of.renewal premium receipts 

and default notices, follow up :of amounts 

kept in deposits and payments of amounts authorised 

by the Division:::tl Offices •. However, Branch Offices 

situ:::tted at Zonal and D.ivisional. Centres do not 

perform e>en these lim:i, ted policy-holders·' ser-• . 

vicing functions. For other aspects of policy-

• -- ---..! -~--
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received from the .po:J,i_q-holders to- tb.·~- Divisional 
.. . ~ . . ... . ' 

Office arid leave the r ~s~ of the s~rvice to the latter. 

l.·le have found that the. Branches have no· means of re

minding the Divisional Office in regard· to the policY

holders 1 letters passed on to the Divisional Office· 

in ·original. It is only if the policy-holder reminds 

·the Branch Office that the latter in turn writes to 

the Divisional Office by waY of reminder. Quite often 

the Branches are not aware of the re-ply sent by the 

Divisional Office to a policy-holder •. The_ Sub

Offices are miniature Branch Offices for l)rocuration 

of new business only with an Assistant Branch Manager 
-

(Develo-pment) br a D~"velopment Offic"'r as its head. 

The Development Centres are opened by the Corporation 

with a view to devaoping business only. 

6.1.20 It will be observed that the Branch Offices, 

which are sup))osed to be the primary Units, have 

neither uniform nor fully worthwhile role in policY 

servicing. In view of the failure· of both the 

Agents and the Development Officers to -perform their 

duties anQ. functions which we have _referred to in 

Chapter III Section 4 ·of the hierarchy of the Cor-

noration 's offices has made the lines of communi-

.- cation b etweP.n the policy-holder and the Corporation 

too long and unduly widespread. 



Present 
set-up· 
neither 
economic. 
nor con
ducive to 
quick dis
posal 

Corpora
tion 1s 
guo atti
tude re: 
abolition 
of Zona]. 
Offi_ces, 

- .i'?5U
CHAPTER VI- Section 1:· 

. ~.1.21 In reply to our question ·whether the 

Corporation considers the present set-up as 

economic and conducive to quick disposal and if 

not what changes are considered necessary the 

Corporation has referred to the functions of 

the various offices as given in Appendix XXIV 

and · stated that it is always considering and 

taking decisions on steps conducive to economic 

and quick disposal of its work in the various 
.. 

offices, The-question has not been' answered 

by the Corporation in an unequivocal and 

affirmative mam1er. "The Corporation is 

always considering" is a continuing process 

but what steps· have been taken so far as a 

. result of thfs consideration have not been 

indicated, r'f the development of business and 

the service.to policy~holders are taken into 

account, the present·organisational set-up is 

neither economic nor conduc~ve to quick disposal. 

6.1,22 To another question whether in view of the 

effective- control· at .Central Office and in view 
' 

of the nemand for decentralisation at lower levels, 
' 

the Corpor~tion considers that the functions of the 

Zonal Offices can be substantially reduced or even 

the Zonal Offices can be collll;>letely abolished, the 

Corporation has referred to the functions of the 

Zonal Offices and has concl· ded, without giving any 

arguments at all, that the Zonal Offices must 
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continue and that they cannot be possibly abolished. 

The Corporation has, however, actinitt.eci tl:ta. there is 

scope for reduction of some of their· minor functions 

but by and> large there is no scope for any substantial 

reduction in their functions.· Decentralisation of func-: 

tions to the lower levels is a must if the Corporation. 

is to survive and render proper and effective service 
' . .-\ 

to the policy-holders. From the presen~ attitude of 

the Corporation as reflected in its replies, it seems 

the Corporation is in favour of maintenance of the 

status guo meaning thereby high expenses, ineffic-iency . . . 

and poor and indifferent service to the policy-holders. 

6.1.23. In this connection we reproduce rele·vant 

extracts on the organ~sational,.set-up or the Cor

poration from Memoranda submitted (jy the Federation 

Views of the 
Associations 
on organis a
tional set-up, 

of Life Insurance Corporation of India Class .. I Officers 1 

xx XX XX 

"The functions of the Central Office sho•,1ld 
)El. to laY n.own broad p-rinciples. of poJ i . " and 
levising w~ ys and means of implementi: ·;_he . 
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sanie through the agencies of Divisional 
Offices supervised by the Zonal Offices. 
Central· .()ffice · should have a nucleus of a 
competent ,!11Q.!'ke:t..:research department which 
would pro cess datas which can 'Serve as basis 
fbr.various targets to be achi~ved by the 
various units, keepitlg' in view the poten
tiality and other allied factors, so that 

·the. business may develop on litles conducive 
to the conditions obtaining in different 
units which vary from unit to .unit. Once 
·these decisions are ·ar-rived at· on worth
while datat the implementation should be 
left ·to the units and their progress or 
otherwise should be measured in light 
of these criteria11 • 

'Life· Insurance Agents' Federation of India: 

"Divisional Office$ ·act ··as good intermediary 
Post Vffices; . and nothing more & 'Ihey may be 
abolished and ·t.heir ·powers shared by the 
Zonal and e~panded ·Branch Offices. 

Branch Offices, one or two per District, 
should be made into full-fledged units. 
Policies upto Rs. '25 1000/- cap be accepted in 
the Branches; each Branch will have an 
Actuarial Assistant; a,r1d ari Accountant. All 
the loans must be sanct.ioned and granted at 
Branch level. All the Pqlicy records 
(duplicates) must be mairitained at the 
1ranch level. Powers machines must be in
stalled in each Branch; monthly commissions of 
Agents ca1eulated and dis~ursements made in 
time •. There may be a section for public 
reJ,.ations. Orthe 11powers 11 machines can be 
at 'one ·central place, charged-with a 
responsibility of receiving statements from 
Branches and sending out worked bills. 

· . Branches will be under the direct control 
of ·zonal Offices, huge structures which may 
not serve the purpose for which they 
are being built. Branches can recruit locally 
their requirements of clerical assistants. 

The Branch Manager mUst .be an IAS Officer, 
who will take discin],inary proceedings 
against t~e erring employees or strikers. 
He will lay the norms for each category 
of work. ¥hen Benami Agents are reported, 
he will hold an enquiry and come. to a, 
con.cl:u~on. · 
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No. A.1.M's, are. necessary, The nu~Jer of 
Development .. Officers requires to be reduced 
considerably in cities and towns. They must 
be deployed: as Propaganda Officers. No quota . 
of business. · · No .a;.t,:t ·2_chment of Agents to them.J.n 
particular all being e·qual to D .Os. No apuraJ.sal 
formula. No Bonus on Ist Year' s · premiums" • 

National Federation of Insurance Field 
Workers . of India 

.• 

. Having assessed by ac.tual survey from time 
.· to time the nearly correct NUMBER OF IN .SUP..A.BLE 
.PEOPLE. in every given area, LIC should open 
adequate number of Branch Offices for the 
purpose of handling and servicing the insurance 
businese coming from that area. The effo}t 
shoU:l,d_ be .to give service to the · policy-holder 
"then and there", Acceptance of insurance, 
admission of age of the policyholder, registering 
of nominPtion, assignments, changes in address, 
giving out uolicy loRns, settlement of claims 
and a.ll such servicing including acceptance of 
.;rene,,ral prettriums sbould be done by the '3ranch 
Offices. In other ,.,ords, Branch Offices must 
be .in a P.Osit ion t'o render A to Z policy service 
to ·the policyholder. It goes without saying 
that interests of the policyholders will be 
be.t~er safeguarded if the transactions are 

· c~n1ucted in regional language and not in 
Englj_sh as is mostly dor;e for all these years. 

XXX XXX XXX XXX 

· · I .n . short, the Branch Offices should become 
· ~u~l-fledged and all requirements of policy
nolders and agents should be attended to by 
them. The te~po of administrative efficiency in 
the · Branch Offices should be so develoued that 
~o'day' s ~~ork ought to be completed next day,-
;f not on the same day. LIC must take a clue 
from ·the work done in a Bank or the Post Office, 

XXX XXX XXX XXX 

I f this is done, service to the policy
hoj,ders will ·show tremendous im-provements. and 
sa~isfied policY.holders will give more and 
more ·ousiness to the LIC, 

Z7..X. · XXX XXX XXX XXX 

D~vi·sior.al Offices should coordinate the -vrork 
of Braner. Office. Divisional Offices should 

' keep ~ervjc~ record of LIC employees. 
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xxxx xxxx xxxx 
Zonal offices are not required at all. 

Existing lonal Offices do not serve any 
useful purpose. Abolition of Zonal Offices 
will bring about lot of s.wing in expendi-
ture. · · · ·· 

The present set-up ·is ·over:.centralised, 
full ·or . red· tape, dilatory and superfluous 
in 'the existence of .Zonal Offices. 

6.1.24 .· Auart from the views contained in the Memo-
. ' 

r[ffida. submitted to us; ·-we· noticed during evidence a 

· · ·g·eneral complq_int regarding over-centr3lisation of 
. .. 

powers in the ·central Office which blunted the ini-

:tia~ive ;n. the Zopal, 'Divisional ~d Branch Offices. 

There was a general .c·onsensus or· opinion regarding 

abolition of the Zonii.J. Offices and decentralisation 

of powers to the Branches in respect of all policy 

servicing, The Divisional Offices should be there 

to co-ordinate the work of the Branches·~ There was a 

general demand for irtcrease in the number of Branches 

so that the mesSage of insurance is carried to every 

nook and corner of the country.· The policy servicing 

at 'Present is concentrated in the Divisional Offices 

which·are situated at a distance of several hundred 

miles froni the- remotest corner of their ·jursidiction • 
... 

The're is a: great deal or-'force in the arguments and 
. . . 

views in :f'avour of decentralisat-ion' of powers to 

Branches and' transfer. of all pol.icY .. servicing '!rork 

·to·theln so that a policy-holder has·not to go more 

than ·a hundred miles at the most for reaching a 

Branch Offi6e. l,.Je, therefore, recommend complete 
M,..- .......... ~---, ..;....._"'-~--- _,r ------- •- n ____ ,_,..,.. 
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6.1.25 Our recommendations on the organisation Recommen-
-~-datlo:ts. ---

of the Corporation are as under:-

(i) l.Je consider that to spread ·the message of life 

insurance to every f a.mily and to mobiliSe the 

savings of the people through life insurance 

for national progress, 'the Agent should be made 

the king-pin in the organisational pattern. 

de should be trained and equipoed to render 

~ervice · at the door of the policy-holder, 

inciudi~£ the collection of preniun• tn this 

way at least Bo% of the servicing •rork now 

done at the Branch or Divisional Office w~ 

be taken over, therebY·reducing the corres

pondence 'between ·the Corporation's office§_ 

and the policyholder to about <:>o% of the 

present volume. An agent in· an Urban area would 

be given 700 to 1000 households to servic~ 

He would then have -about· 300 policies to service, 

and he •rould be in a position to sell about 50 

new policies· in a year with-a sum insured of 

Rs. 2 to 3 lacs • In the .rural areas, there would 

£_e. Special Agents. with about 5,000 families to. 

service through sub-agents in various villages. 

( ii) The Development Officer. should have 15 to 20 

h.gents under him. His ·functions vrill be to 

ensure that his Agents intensively ,.,ark in the 

area and among the families allotted to them, 
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;servicing expected of them. .'\. Developrr.en 't_ 

.Officer ,,ill -thus 'be able to develop a neH 

. _ business of about Rs. 50 lacs a year. 

(iii) There should be a Branch Office at every 

District headquarter. Each Sranch Office 

will have bet1-reen 10 ·and 15 Develonm12nt OffiCE.1f 

with resl')onisbility to develop a n~,., business 

of ~. 5 to 7 crores a year. To ·start with 

the present busine~s in-fore~ of%. 4,500 

crores, ,.,ill mean that a Branch · Office 1..dll 

ha.ve a busine s·s of about Rs. 10 crores to 

service throu9'h its Agents, ~md by actively 

develooing ~w business the Branch ~dll in 

the next 10 years have a. total business of 

about Rs. 70 crores to service, 

Each Branch Office must be most effectively 

. organised to achi~ve the fullest develonment 

£f_ne•.o! business and efficient service Rt 

. ·. the · door of the oolicyholder~· .. 

Since the Branch Office is made the 

comr.:>lete servicing and develoTJmP.nt unit, it 
--

. ~il·l · •. 10rk almost li!{e a satellit~ insurFl_ncg, 

col!llJany vTi th some of the comnanY 1 s functions 

ta~en .over by the Central Office, - like invest

.. rr:erit . ()f.--funds, vci.tuat'ions' . ca:iclil8tion of 

premium rates;-· pers.oimel arid establishment etc. 
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(iv) There sho,J.ld be a Divisional· Office for about 10 

to 15 Branch Offices. The·functions of the 
. . . 

Divisional Office will· include -co-ordination of 

the activities· 6f the Branches under their juris-

diction and seeing that the po.liCies laid down by 

the Central Office- are 'imulemented. TheY will also 

be responsible f~r rendering mechanised accounting 

service to- the Branches by means of Punch Card 

Machines' at present· iil ~s e.--- The Divisional Offices 

will. also be- resnonsible for auditing and fin an-

cial. contror over the Branches and Development 

Force. · The Inter-Branch transfers of officers 
' . 

~ staff within their jurisdiction should also 

be done by the Divisional Offices. The Divisional 

Office will be res1Jonsible for making assessment 

of the-·personnel and the performance of the Branch,. 

--Thus while the Divisional Office will not in future 

be·doing most of the routine jobs which will now 
-. 

be done by the Branch Office -and it ·m.u be en-

trusted with the more important and necessary 

functions of direct:i:onand control of the Branches 

•tithin the framework of~the policies and regu

la~ions.laid down-by the Central Office. 

(v) l.·lith complete. decentralisation of powers to 

Branches; there 'is no need for the Zonal 

Offices· which should be aboli-shed. 

(vi) The .Central Office should simnlifY the policY 

conditions, administrative urocedures and 
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~ations so that each Agent can render 

efficient service to the policyholder at 

the door. 

(vii) The central-Office has to be efficient and 

strong,_ -~d has to work as the Chief of 

Staff at-the· Army HeadguRrters. The 

Central Office must not be involved in· 

6.1.26 

routine work but must be co:ncarned with 

the planning and develo-pment of business, to 

take life insurance to the farthest corners 

and to every household, to plan simplifi

cation o~rk ;,tnd procedures, to reduce 

cost of man~gement, to carry out research 

and surveys, to mobiiise its army of A~tents, 

to equip them, and to motivate and encourage 

them to achieve big objectives. 

The recommendations ma1e by us in regard to 

the organisation of the Corporation will result in 

substantial economies in expenditure. The abolition 

of the Zonal Offices might by itself result in a 

saving of over ~. 2 crores out of the annual budgeted 

exnenses of Zonal Offices. This will lead to a 

substantial reduction in the first year's ex-oense 

ratjo and the renewal exnense ratio since the 

Zonal Offices cost 1.71% of the premium income. 

Apart from this econony, the decentr~lisation of 

powers to the Branches and establishment of Branches 
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;n every district coupleq with service at the d9_q,r to the 

122lJ-c:t;-holder which will reduce ·corresPondence very 

~ubstantiallY will have a tremendous impact on develoP

lil.smt of new business thereby ·achieving great economies 

in.administrative exuenditure whiQh are expected fro~ 

monopoly underta1{ing. 
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Importance 6.2.1 The personnel of a life insurance company 
of Personnel 
:!.n. r.; fe is often called the Plant and Machinery of Life 
fnsurance. 

Insurance industry. This is a very apt description. 

Just as the quality: of the product manufactured 

ln an industry deuends on the efficiency of its 

nachinery, so also in life insuran~e. Life Insurance 

offers security to the people - security in old 

age or in case of early death. The quality of 

this se-cu~ity, the -price at ,.,hich it c.an· be sold, 

its eff~cti've distribution all over the country 

dener{d on the personnel. Security, unlike other 
I . 

manufactured products·, is an intangible thing. 

The man buying lif~ insurance gets' only a -piece of 

paper. His sat:i.sfactioil' \>lith the product he has 

bo).lght,. his confidenc~ 1il the paper he has received, 

depend on the servic'e he receives at the time of 

purchase and subsequently' and on what h'e hears 

from other people \vho-- have' bought life insurance. 

This service has to be rendered by the personnel 

of life insurance. Thus it is the quality 

and number of the personnel employed in life 

insurance, which determine what success a life 

insurance company will achieve. 

The qualities required in tl:e ;erson:1:l 

are knowledge, h~rd work, and devotion. Knowledge 
. . . ~ 

of the technic::U. work one is called upon to perform 
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whether it- is at the· highest leve"i of _management or at 

the level of routine administrative wor~{, whether on the 

organisational side or on the selling side - is a must. 

T,lithout such knowledge, the work could not be done 

efficiently. At the same time, this kno1.rledge has to be 

combined with hard work - not necessarily long hours, but 

effective work during the regular hours of office - if it 

is to produce results. I'his ·combination of knowledge 

and hf.1.rd work is most effective when combined with 

devotion,. This devption implies a sense of loyalty to 

the institution for which one work~, a recognition that 

one is dealing with th~ ,savings of the people, and 

acceptance of a resp,onsibility for rendering efficient 
' 

service to the policyho~ders. Devotion is reflected in 

the acceptance of discipline at all levels, a desire to 
. . ' .· -·· ; 

do better anQ readiness to accept changes. When the 
' ' personne+ is imbued with these qualities, the success of 

Life Insur1=1.nce Corporation is certain. 

The main function of Life Insurance Corpora- ~ife In-
'' 

tion is to sell life insurance at th~ cheepest 

cost, and to mobilis~ the maximum amount of people's . . ~ . 

savings and channel ising them fo.r the deveiopm.ent' of 

th8 nation. Therefore, economic management of the 
. ,·· ... 

business must get a priority over all other con-

siderations. The fact that life insurance business 

also provides employment for a large number of people 

is a secondary co~sideration. In other words, the 

s-urance 
and Em
ployment 
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success of Life Insurance--Corporation cannot be 

considered from the point of how many peo]:)le are . 
~mpl9yed, but how·much business is written and at 

'- • 4 ' 1 I ~ '. • I ' 

what co.st. 
,. 

6.2.4 :. As on .31.3.1967 the Corporation employed 

a total staff of 52,131 consisting of . . ;_ ' 

Class I 

Class II 

Class III 

Class IV 

3,025 

8,513 

33,592 

7,001 

Total - 52,131 

. 6. 2.5 A's. compared . to the position on .1.1.1957 

soon· after national is at ion (. when the-. staff was 

2y·,s?2f, thi's represents an increase of 24,459~ 

The .totai' salcUoy cost in 1953.:.57 was .~.;426 9 89 crores, 
. . l . • 

· represerrtib.g' 51.% of, the tot a1 management expenses 

in that year as compared to the total .. sa;Lry 

. , expenses of Rs. 10.54 crores representing 46.% 
•. - ,, - • '• ' # 

. of ,the tot,ai management expenses in 1956-57 (16 

months). 
; 

This ·sho-...rs how the salary cost forms the 

·largest single. item· of management ex-oenses and high

lights the ~mn~rt~nce of making the fullest utilis~-
. . 

. tion Of the manpower if life insurR!1Ce business is 

to be managed economicaily. 

6 .2~6 · 'co·nsid.ering the position f_rom cost angle_, 

we; flnd that the total salary bill (exclud~g the 
' 

·sai~ries to Development Officers) renresents 10.57.% 
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of the year's new and renewal premium income. We 
consider this cost very high. The ideal' cost-for life 

insurance business, as managed by the· Co~pora.tion with 

all its. advRntages of a monopoly, should be" 60% of 

Ist year Is premium and 10% of renewal premium. In' 

the renewal cost of 10%, the salary c~st sho-uld not 

exceed 3% renewal commission accounting for 5% and 

other management costs for 2%. , . r· As compared to this, the 
; .\ 

renewal cost of the. Corporation on the basis of 70% for Is . . 

Year expenses, was 19% ·in 1966-67. He .have taken 70% for 

Ist Year expense.sr:~as we find that the current Ist year 

expenses· are arOund 70%. l.Jhile speakin_g on th~-~ife 
~ 

Insurance Corporation Bill, 1956 in :J;,ok Sabh~!on 

the l~th May 1956, th·e then Finance Finance stated as unde 
. . •. ', ! 

: "• •••• The Corporation should . certai 'ruy be able 
to keep its renewal exoense ratio at a much 
lower figure 'than this -15% which iJ;J.cidentally 
is rather a high limit". · · 

t 
XXX XXX XXX 

"The COI")Oration will no't .really' need ·the large 
number of em-ploy_ees it wou;Ld be inheriting ••••• 
The best solution is t o expand· the business and 
thus find ·real work for ali. 11 • , _ . ' 

The Corporation 1 s performance. is thus far below 

--the expectations of the nation. 

6.2.7 The high expense_ ratio 9f. the Corporation 
. -I 

is in the main due to· -its failure to utilise its· nianpower 
• t '· 

effectively. .At the time of the_ nation,alisatio?, the 

Corporation inherited the personn,el employed \>Y 246 
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ability, training and standards •. It was a 

difficult task to make a verY coh~sive and disciplined 

staff out·of this. However, many of them have sines 

retired and otherwise left the service since then~ 

Out of the total staff of 52,131, as many as 44,251 

were recruited after 1.1.1957. We, therefore, fail 

to understand why the Corporation has not been able 

to develop b ette.r standards of ser'Wice for personnel 

with such a large uro?ortion of qualified and 

competent staff recruited since l957. 

6.2.8 The only plausible explanation can be that 

the staff is not properly motivated and has not develop

ed a feeling of belonging to a national institution 

entrusted with the duty of achieving.a high social 

objective. The principle of seniority of service 

adopted immediately after nationalisation put in 

the top management many officers who did not other-

wise qualify for these positions. They were unable 

to train their jcmiors Gr motivate them with the 

result that even the staff recruited since 1957 

has not come up to the high standards of perform?nce 

which are so necessary if the business is to be 

economically and efficiently managed. 

6.2,9 .Even though the Committee on Public Under-

takings recommended a review of the Corporation's 

staff structure,·the Corporation has not done so. 

Th~ Corporation has simply· stat.ed that the 'review 



.. 26S .. 

. · •; HAP T_E.!J.._V.!_.:!:;I.....:-=---"S~e::..>c<..!t~i,!::o~n'-· ~2..:..~ 
. ' 

of ·the strength of "the Class. I O.fficers at· all leyels 

is.'a continuous process and.the need for utniost economy in 

this regard is always borne in mind. The Corporation 

makes.the review at the beginning of each.year and 

'.vhile certain additional posts are sanctioned to cope 

,.,ith the increased work, some posts are down-graded or 

ab-Jlisheci. The Corporation has further stated that 
' . 

the Class I O~ficers' strength is growing brogily in line 

with.th~ growth ·of busfne·ss •. He are __ not. satisfied 
'' 

with ih e Corporation:' s atti-tude .to the problem. 

·e. 2.10 . Ars .regards Class III an~ IV staff it has been 

·stat.~ ,.~hat t~e:i.r . requirement in the Brcn ch Offices and 

Divisional Offic.es are determined on the basis of 

findings of stndies made by the O&M Department. It 
.. 

is difficult for us to accept this statement of the 

CorDoration, especially so, when according to the 

Coruoration 1 s own admission no. norms of 1-rork have been 

·prescribed for the officers and staff. 

6.2.11 The Corporation has also stated that the 

eff.i ciency and performance of a Development Officer is 

measured by the strength of his organisation in terms 
' .... . 

of the number of qualified Agen~s working ·under him, 

the volum<7 of .. business and the sc~eduled premium "9rought 

in "l::lY him. ··Then the Development Officei.r· is in a .. 
positi.on ~o h;:..ve the necessary _Agents (how many -.it is not 

kno\.rn) it is the Corporati·on 1 s. exp~riemce that the 

scheduled premium income brought in.by him will not 

mgl]]ments of the 
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Development Officer. Such ~erformance of a 
' . . 

Develo-pment Officer is considered by the Corporation 

as satisfactory. In actual practice, how3ver, the 

Development_ Office~ is worl{ing on about 28% cost 

rat:i,o which is75% higher than 16%.cast ratio con

sidered as . satisfactory by .ihe Corporation. The 

performance. of a Deyelopment Officer should, in our 

opinion, be judged.not only on the basis of 

scheduled premium income brought by him and the 
. ·- . - ' .. ' . ' . . 

proport.ion. it bears to. his· emoluments but also 
• - • • ..:. -.1. • ~ •• 

on the basis of his efforts in the direction of 

recruitment. and training of Ag.ents, activising and 
• • ' j 

motivating his Agents and service to the policy-. . .. 

holders •. More.over, it is not understood how 16% 
' .~·- . ' .. 

cost ratio for Development Officers can b~ considered 
.. - . . . 1' . . 

.as a correct standard. In ~he dars of competition 

this ra,~io mightJ;J.ave been justified but not 

under. a f!lOnopoly ~ . ~.fe nave separately r ecollmlm ded 
.I 

that the cost. ratio of Development Officers should - ) ·' . : ~ ' ( ' . 

not exce_ed 10%. 

6.2.12. The Corpor~tion has not laid down any 

norms-, of performance standards of the adminis

trative staff and has stated that in the absence 

of this n~,objective ratin& is possible. The 

Cor'Qoration has inter ali'a stated that if the .... _. ' . --
performance. of any rre mber of. the staff is 

reported as .•under-average' he should be informed 

about his deficiency by his supervisor and if 
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.. n~ccss-q_ry: given fr.(3sh training to .improve, his s-Ga11.dard 

Q;f:;p ~rform~nc~. ,l.fuat steps h~v~ been taken by the· ·· 

Co:r;>po.ration .for, improving standards of perform1mce · 

of-. 1.under-:-average' staff have not been indicated. 
' 

Further,·t~e~e. is no indicatiqn about the number-of 

st.aff declared as 'under-average' and improved by 

such metl:').ods, 1..re do not see how •under-average'· yan 

be decided without first fixing what is the average 
. . 

standard of performance. W):liie it is difficUlt to 

fix perform1mce . standar.d,-s in administrative work., 

' it is not an impo·ssible thing. A continuous effort: 

must- be made to define ·the standards if ani impro,vement 

in service is to be acpieved. . ... ~' 

. 6.2~13 The Corporation has a detailed progr~~e. 

of training_for Offic~rs and Staff. Refresher 
' 

courses. are also held for the Officers. According· 

to the Corporation, ·the, calib-re of' the Officers 

and Staff recruited appears to be quite good. The 

Corporation has an Officers' Train~ng College at 

Nagpur _and the programme of training both theoretical 

and practical extends:. to two years. All direct 

recruits to Class I are re-quired to' undergo the. 

trainin~. The number of Class I ·officers· at ·the end ' . 

of Decemi'J.,r 1961 was 2,162 vis-a-vis 3 7025 as at .. : - . 
the end of '~'U'ch 1967.. After making allmvance for 

v1astage due ~o retirement and derl.th,_ it would be 

safe to conclude- that about 75% officers are fully 

trained, i:owever. this training is not reflected. 

;rraining of 
Off:icu.:.·s a::Jl 
Staff. 
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0ither in the policy serVicing by the Cor~oration 
-· .. 

6r in 'business procurement or for that matt?"r in 

management technique.- · The nianDower available to 

' the Corporation has·to be uroperly harnessed to 

PrOduce the de·sired result-s .. --As it is eith0;r the 

management is lacking in the capacity to utilise 

the niariuower properly or· the training given 

- :i_s- inadeq\iate and ineffective·.-·- · 

6.2:14 ·· · In our opinion,· the present theoretical 

and practical training is· not ade<"tuate;. He recommend 

that the-:Coruorat.ion should set up a few Maciel Office~ 

X£here Officers and staff should be_gjyen thorough 

Recruitment 6.~:i5 
to Class I. 

the :_ sun'ervision of capable· instruc"tors. 

Durl"ng evidence we found a genera.J. demand 

amongst Class III employees for cessation of direct 

recruitment to Class I Officers' post.. ''Te are af:rai.d, 

we carinot acceDt this demand for obvious reasons. 
'. 

In every organist=~.tion and especially so irf.a _Cor-

-poration which-is to be run on business principles, 

it is necessary that recruitment to.the Officer's 

Grade is made partly directly and partly by promotion 

from amongst tho existing· staff. We understand that 

under the present R1il~S 40% of the vacancies in 

Class I are filled by promotion and 60% by direct 

recrUitment. We recommend that the uromotion quota to 

Q.,l'1.~S I 'sl-JC'ulcl.· be raised tc 50% frO"l bottt cJ..,..,s n: ~~1. 

ClMs III. 1.-lhile making such promotions care should __ 

be taken. to ensure that the candidates· selected 
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for appointment to Class I s~tisfy the basic guAJ.ifi.::.,_ 

~~tions required for a Class t Officer, and t'hey should 

be as well qualified and competent as direct recrUit~ 

1·Ie 'YrOuld a1so recommend that the Corporation 1 s· emTJ~oyces 

should be eligi:Jle to compete along ,.,ith outsiders for· 

posts re·served for direct rec£g_itment, if they· satj_sfv 

the-b:=tsic requirements for such selection. The exami

nations for recmitment to the Corporation's services 

.should :,e held at regPlrtr intervals. In determining · 

~!}_~_vacancies! the posts demanding technical or special 

qualifications, should be excluded. 

6.2.16 There should be no direct recruitment to Recruitment 
· to Class II 

Cl::J.ss II, i.e. the Development Officers 1 grade. \!le 
' . 

recommend that all v.acancies should be filled by promo~ 

tion from amongst 

bY means of a. competitive examination and interview in 

1-rhich speci~l consideration should be given to 'their 

perform:=-nce in the field, i.e, procurement of bus.iness, 

lapse ratio and efficient service to the policyholders. 

6.2.17 . During evidence· the.Group noticed the 

inherent · antagonis~ between Class I and Class II 

-officers . and also amongst·. Class I Officers inter 

~' i.e., Actuaries and Non-Actuaries, Development 

Inter._ 
Cha'ngeability 
of Development 
& Administra
tive Officers' 

and Administ~ation: This is not a happy augury for effi

cient fun<;:tioning .. of the admin:i,.stratio·n. This tendency 
. ' . . . 

has to be curbed and. equal opportunitres provided to 

the officers of the various categories· to rise up to 
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the highest posts on the basis of merit. One 

method of. eliminC'Iting this sort of antagonism will be 

to have inter-·changeability between the Development 

and the Administrative Officers so that they do 

not fun~tion in water-tight comp2xtments but develop 

a sense of unity of purpose. We re_s!_Qmmend that th~ 

administrative and organisation2l talent ,L9f the 

Officers of the various categorie~ should be properl;y 

harnessed for t~e maz:imum benefit of th~ COl'f:'i!.'::';i·::1 

so that a cadre of well-trained and experienced 

Officers is built up. 

Frequent 6.2.18 The Corporation has .s.tated that it is not 
ch::tnges in 
Executives __ correct to saY that there are frequent chan;es in the 

executives at different levels. The Corporation's re1JlY 

is too general and is not borne out· by facts which 

came to our knowledge during evidence. ''t-Ie, however, 

quote a few instances of such tr.ansfers. Gauhati 

_Division has had nine Divisional Hanagers dudhg 

the last ten years. The position of Zonal Man1ger 

in Bombay was occupied by at least six aifferent 

persons in 11 years. The effect of such •'frequent 

transfers on the business and service to policyholders 

.-can only be imagined.- '·Je recommend that frequent 

transfers of officers should be A.Voided. 

APpointment 6.2.19 In Chapter III, Section 4,.while dealing 
of Assistants 
a3 olcc~·-,-. -with efficient and economic service to the policy-
OffiCe~. . • .. 

holders by proViding service at the door by the 

k~ent we have recommended the creation of a new 
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ca.d.re of Block Officer (Development & Service) to func

tion as A,.ents in. the Blocks allotted to them. The scale· 
D • ., ,· • 

of pay and other. allowances for .the .Block Officer re-. . . . . .. . . . 

commended. by. us are the same as ,those. for Office Assis

tants. To nrov;de further incentive to Office Assist~ 

to come for•rard for anpoin tment as Block Officers we woUld 
. . . . 

recommend an incentive remuneration equal to the difference 

bet~een the remunerati~n accruable to the Block Agents 

and the Block Officers' guaranteed remuneration. Since 

the Post of Block Officer will be inter-changeable 
' . . 
,,rith that of Assistant, he will be able to return to 

Offic~rk as Assistant at his request •. 1-lfe hope 

that Class III Staff including Staff Agents 1vill opt 

for appointment as Block. Officers in large numbers 

as field 'vor~, in our opinion,· will provide them with 

greater opnort1mi ties of earning additional 1emuneration. 

6.2.20 ~he reco~ations made by us in the various Optimum 
utili sa-

Chapters will enable the Corporation to function on tion of' 

business principles. .Our recommendations, relating to 
manpower 

the re-orgAnisation of tP.e hierarchy· of the Corporation's 

Offices including inter alia the decentralisation 

of powers to the. Branches so as to make them function 

as satellite insurance comuanies of t)1e parent Cor

nor;:~tion wil"' necessitate re-allocation of duties and 

functions of >;he Officers, and the other . categories £!.. 
Staff. The strength of .each Office should be determined 

by the O&M Department of the Corporation in the light of 



- 272 .. 

CHAPTER VI - Se~Uon 2~ 

our recommendations and the 0{ficers and Staff 

deployed effectively in the various Offices.- '•'e 

·recommend that the Corporation should ensure 

optimum utilisation of the available manpower 

so as to render economic and efficient service 

to the- policyholders thereby making life 

insurance more popular and attractive to the vast 

millions in the country and thus become an effec

tive-instrument for mobilis?tion of nu)lic savings • 

We further recommend· that until the entire strength 

of the- Corporation is Officers and Staff i_s ___ _ 

effectively harnessed_ there should be no fresh 
. . 
recruitment to any .. posts in the Corporation. If 

necessary,- suitable steps should be taken to impa 

prouer training to 'the existing personnel for the new 

duties and functions assigned to them consequent on 

tra implementation of ou~ recommendations·. 

Settlement 6.2.21 The reorg;:o.nisation of the Cornoration on 
of p'roblems 
arising out 
of trans
fer of 
staff. 

fUnction·al basis 'vrill necessitate transfer of staff 

from one· statl.on to another particUlarly to the 

Branches. The Corooration will no doubt hke into 

account the human aspects involved in such transfers 

ann set~le the nroblems on business principles. We 

would recommend that the Corporation should undertake 

construction of staff quarters for its officers and 

.[taff. ~'3pe'cially at the Branch Headquarters. Till 

such time as adequate quarters are provided at 

these places, we are of the vi~xthat the Cornoration 
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nay grant · some suihble allowance to the sta[f to 

!Ompensate t-hem for the difficulties caused by these 
-----:--~ . 

;ransfers. --
) • 2. 22 1-Jhile the Corporation is . fully competent 

;o deploy its officers and. staff effectively .~re 

·TOUld recommend ··that the Salary ;lJJ.d promotion pros

)ects of the staff should be assured by the Cor-. 

lOrRtion. that the 

)fficers and staff.of the Corporation will in turn 

~xtend their whole-hearted co-operation and loyalty 

Go the CorporRtion in the implementation of our 

~eco~mendations which are not only in the interests 

2_f the Corporation, .its Officers and staff but also 

~hose of the policyholders and· the country as a 

who· leo 

§..§..J&.!X....§!ld 
J]£O'!!_Ot~ 
P.J:Q~pects 
to be 
assur-ed. --

6.2.23 ·our. recommendations regarding democ:J;"atisation Promotion 
or·cordial
ity and 
harmony in 
the Cor-

of the Corporation 1 s set-up should instil _in ... t}1e 

)ff~cers and Staff a sense of bel~nging ~nd loyalty 
' .... 

to _thE) Corp.oration as they will be having anef.fec-. . , ...... .. ; . 
tive voice in the administrat.ion. The Standing · ·. 

Tribun~ recommended by us will serve as an in-built 

A.gency for corrective action for S:ettlement of di_s-

putes :r,et.w~en the Corporation and .i ~s personnel. Our 
. -· 

. ~ t=h2.!2-.!. 

recommend 8.tion r egard~ng. t~e establishment .. ~f. the. Services 
~ '. . . 

Commissi~n E.::;.s been me,de _in 't}?-~_int.e.rests pf the 

Ufficers .. and 2taff .of the ·c~;p~ratio~ so that ther~ 
' < •• ' ' ' P, •o • .•- '"; "':';. ' 

. .. -· 
can be L.o. ·grievance on the part. of anybody. regarding 
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injust~ce or nepotism. We, therefore, trust that 

the recommendations made by us should go a long 
- . . 

way iri·promoting cordialii;v and harmony all round' 

in th~ Corporation and instil in the Officers ~~d 
. . ' 

Staff .and the Agents a sense of loyalty and belonging 

to the organisation_and thus-make nationalisation 
; . . 

of- life insurance a resounding success. · 
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Section 3~ ~ AGENCY FORCE 

The Life Insurance Corporation has ~een .. 

set up to spread the message of life insuranc;e': 

to about lO crores fanilies in India. The task -· 
before the Corporation is that of selling.~ int~ngi

ble item like social security through life insu:.r.ance. 
. . . 

To sell such a commodity requires high power sales

manship which has not merely to sell the idea of 

diverting existing savings of the family to life 

insurance but also to inculcate the habit of saving 

itself• This aspect of the problem requires all the 

more attention and hard selling since the per capita 

income in our country is not so high as to permit 

easy savings. Under such circumstances, therefore, 

the salesman has to bring home the future advantages 

of savings to a family and to impress the special 

advantages of saving through life insurance so that 

an average family is able to put its savings to the 

best use, i.e., not only build up a retirement bene

fit but also an estate in case of premature death of 

the bread winner. 

If selling life insurance is a hard task, it 

The problems 
of selling 
and ser
vicing. 

is equally a hard task for the Corporation to see that 

the life policies which are once sold are maintained 

by the policy holders. If this is neglected or is not 

'(laid sufficient attention, the effort and expenses on 

procuring new business will prove infructuous and the 
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same amount of efforts and expenses will have to 

be incurred over again when the policy holder is 

to be once again brought on the books of the Cor

porati-on. It. costs several times as much to 

get' a new policy on the books of the Corporation 

than to. maintain· one poJ.icy of equivalent amount. 

It should, therefore, be the responsibility of the 

sales force to see ·that it is responsible not only for 

bringing·::in new business of sound quality but that it 

takes an·active .part in maintaining each and every 

policy in force. 

6.3.3 In this difficult ·job of procuring and main-

taining policies, the Sales Force ~as to contend 

with the lowlevel of education in our country and 

the lack of understand:ing of the advantages of saving 

in general and .of life insm:ance in particular •. 

It is, therefore, necessary that an active Agent 

keeps regular contact ,dth the families in his 

area and does not- wait for the need to be .felt by 

the prospect when he is merely called in for advice. 

He has to visit the_ families, impress ,upon them 

the need for savings, advise.them on planning their 

family budgets and make them understand the advantages 

of life insurance for the family. It is, therefore 1 

apparent that the Agency Force selling life insurance 

in India will have to be a force which goes fro!!! 

door to noor sPreading the message of life insurance. 
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Selling and maintaining .of life policies re'1lire · 

that an Agent remains in touch with the policy 
. . . . 

holder all the time. and is ready •'to help· hiin with 

all the: service that the p~iicy holde~ needs on his 

exi~ting policies. If service is thus readil~ 

av:o~lable at hi.s door, lapses will be substantially 

.el~in::>.ted ·anti all. th~·· chan~es 'or' :W~itln.g new · · 

business from the ~ame family can· be ~x:Ploi ted to 

the fullest extent ~h~~ever there is.a possibility 

of such new business. 

6.3.4 Under such circumstances, 'the .·Age'ncy Force Require.!Q_ent~ 
of a sugce .§.S...::.r-"-
ful Agency 
Fo~·ce. 

has necessarily to be well-organised, well-trained .. 

and effectively and constructively harnessed to cover 

evr-.:.ry family without wast.eful eompetition,. The.Agent 

should not have to ~York any where arid Jvery where' ·. 

motivated by his desire to ea~n more and more though 

in an unmethodical· and unorganis~d · ni~nner~ He·works 

for his own targets without appr~c.iating hi's roie 'in 

tl:].e .achievem_ent of the targets of the Corporation as a 
.. 

whole. Therefore, it is imperativ.e for the Corporation . . ' . . 

to plan its bu~iness layfng down precisely the targets 
' . . . . . 

for each Agent and,the period within which he has 

to achieve it .• 

6.3.5 Tf<'3 'Agent should be well-trained to enable ~>Tell-trained 
Agenc:VFOrce 

creating in his prospect him ~I) sell life insurance by. 
' . 

a feelir,~ of want for the same, and not because he 

. is able ~o n~:1h in on the goodwill or contacts ·arising 
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out of his other activities. The Agent will thus 

be able to sell the maximum cover and create a 

dimat e in which the policy holder will never forget 

this need, will continue to listen to the Agent's 

3.dvice a~d keep his policy in -force at any costo 

l'his can be done only by a well-trained Agent who 

Jan render real post-sales service and ill necessary 

iSSist ance throughout _th-e 'currency of the policY 

ind act_as his friend, philosopher and guideo 

Effectively 6.3.6 _ The Agency Force must, be effectively 
and construe- ' · ·-
tively har- _and constructively harnessed to cover every family. 

·nessed · -
Agency Force An agent should be made 
with no -·-

responsible for developing 

wastefcQ life insurance business in a given block of families 
comoeti-
tion. where there _, already exists a certain known potential 

for business. inasmuch as certain proportion of families 

are uninsured while others are insured for inadequate 

amounts. The Agent's responsibility should be to 

bring every family in his Block on the books of 

the Corporation for adequate amount and also to 

render Service at the door to every family. It'is 

only under such a set u1J 1h at the Agent will be ef.fec-
- . ' 

tively. and constructively harnessed and his sales efforts 

will be beneficial not only to himself but also~t<)): n 

ttio CQrporation. This will also eliminate 

wasteful competition amongst the Agents, At present 

the efforts of all the competing Agents on the same 

prospects give the plums to the few only which affects 

the morale of the other Agents and thus retards the growth 
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6.1.7 In the urban areas we have a popu.le>:tion 

of about 10 crores. The density of~opulation is 

high and each street has a number of families. The 

urban population. has its ovm characteristics. Most 

of the people are in service or self -employed as 

merchants, shop~keepers, traders or professionals 

like Doctors, .lawYers, wage earners, domestic 

servants, !'ltc. Their incomes are generally good 

and regular. In the urban areas the Agent may 

sell policies with regular periodical premiums, 

the dates to coincide with payment of salaries, 

profit distribution in business or trade, etc. As 

far as the small wage earners are concerned, they may 

be covered under Group Insurance so that the effort 

in maintaining the policies for small amounts is 
' . . 

very much reduced. In view of the high density of 

pop11lation if the Agent is eri.tru;ted with a block 

of families, he will be able to .cover a much larger 

number of families with the same time and effort than 
' by canvassing in a haphazard and unplanned manner 

6.3.8 The rural p opul at ion is ab cut 40 c rores. 

It is scattered in villages and the density of popu

lation is comparatively low. There are long dis

tances betw·een villages. The income pattern is 

quite different. The income is mostly irregular 

~C. intermittent depending Ul)On whether it is a 

goorJ crop year or a bad crop year. The incomes 

:=tre ge::nerally lower than those in urban areas. The 

Problems. of 
Agency Force 
in Rural 
Areas 
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rural people have their own preferences for 

investing their savings and diverGing them to 

·life insurance will require greater sales efforts 

on the part of the Agent.- Besid~s, the Agent has 

to operate over long distances where facilities 

of transport and communication are not developed. 

The educational standards are lower ani the 

people are generaliy ignorant of the benefits of 

life insurance. Selling the habit of savings 

thrcugh life insurance~will be a difficult task for the 

rural Agency Force and the policyholder has to be 

approached personally and convinced of the need 

for life_ insurance. Even in the matter of servicing 

the rural policyholder does not know how to 

communicate with the Office of the Cornoration; 

nor does he understand and ap~reciate the letters 

received by him from the Corporation's Office. 

Finance 6.3.9 The then Finance Minister while dealing 
Minister• s 
comments on with the agency force remp~ked in the Lok Sabha on 
nre-nation-
alisP.tion 29th February, 1956 as under:-
Agency Force . 

"Most of the field agents are dummies 
and their main purpose seems to be to 
function as the channel for passing 
illegal ·rebates. · The code of 
conduct which incidentally was framed 
by the industry itself tried to 
arrest this mad race for business by 
providing that there . shall be only 
one intermediary between the agent and 
the branch office but industry, I am 
sorry to say, soon got round thiso · 
Branches came to have several Branch 
Secretaries, Joint Branch Secrataries •••• 11

• 
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6.3.10 

agents. 

The Corporation has an army of 167,000 

The Corpora t:i:on has had no systematic plari 

to build up the profession of insurance Agents and 

has worked on the basis of casual :Agencies and 

Agencies re1ated to rich pros-pects. .This has been 

thebiggest deterrent to the development of the 

profession of Agents •. The following table gives 

the necessary· detail about the turnover of the 

Agency Force from 1961 onwards~ 

(Figuras in thousands) 

. Army of 
Agen;!>.§. -
HeaVY 
turnover 

Year 1961 1962-63 1963-64 1964-65 1965-6q 19(,6~67 

No. of agents 
fl.t the beginn
ing of the ·. 
Year. 

No. of agents 
recruited· 
during t!J!'J 
Year 

No. of agents 
terminated 
during the 
ye?>::> 

Tota:. No. of 
agen:.s 
at ti',e end 
of tr,e year 

140 

60 

44' 

156 

156 

87 

71 

172 

172 174 170 

63 50 46 

61 54 45 

174 170 171 

~.B. Terminations of agents within Ist year and 2nd year 
of a'\)')Ointment arc not available s-a-parately. 

'. 

On a sample survey made recently in three Branches at 
. 

Celcutt~, it was found that out of 428 agents appointed 

in 1960, unly ~ did qualifying business in each of all 

the 7 years. (Minutes of tha meeting o'f the Eastern Zonal 

A n•ri "",..v l=<l"'n'T'n h1'1rl .. t Patna on 4th January, 1968). 

171 

41 

.45 

167 
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6.3.11 It would be observed that ·between- 31 to 

46% .of the Agents are terminated each year and 

roughly the same percentage is recruited. An 
. I 

indication of the Coroora tion s indifference to 

the quality and stability 9f Agency Force will 

be seen from the fact that it has no information 
' 

available regarding termination of Agencies "rithin - . 
Ist year and 2nd year of appointment. The Corooration 

has also no statistics of Agents working on a full

time basisj nor of the quantum of business urocured 

by a~ Agent in the rural areas. 

Educational 6.3.12 
gualific;.:.-

The minimum educational qualifications 

tlons for prescribed by the Corporation for new Agents is at 
Agents. 

least VII standard in the rural areas and Matri-
·.·. 

culation in urban areas subject· to relaxation. 

Duties and 6.3.13 
functions
of·Agents. 

The duties and functions of the Agents as 
. . . 

given by the Corporation are 'bringing new business 1 

servicing the policyholders, keeping business in 
I 

force and propagating the message of insurance to the 

pe.oul,e·n. r,Te have. dealt. at length with the functions 

of Agents in Chapter III - Section 4. The Agents 

have failed to discharge these functions satisfactorily . ,· . ' 

and their service to the policyholders is conspicuous 

by its abaaence . · 
.) 

Training of 6.3,14 Development offic~rs are ·responsible for 
Agents. 

primary training of Agents to begin with. Arrange-

ments are made to train Agents at the Branches and 

Development Centras by deputing Divisional Instructors 
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of the rank of Assistant ·Branch Manager (Dev.). ·Sessions 

for training J~gents are conducted at Branch Headquarters 

or at such place. wheTe the Agents could meet. The 

Agents are familiarised with' the Agents' Mannual and 

ll.gent 1 s '!raining Courses with a view to making them 
. . 

understand the principles arid problems of sales-

manship and service. 

6.3.15 There ~e-re. 32,434 trained· agents. on 31st' 

March, 1967. If each trained agent were to bring in 

an annual business of~. 2t to 3 lacs, an amount 

which should be easilY wit,hin his reach,· the Cor

poration's new business .should be of the order c;>f 

~. 900 crores. This figure of business would ],eave 

about 1,34 1 500 agents who could be deemed to be 

casual Agents but still giving some business to the 

Corporation, Since the Corporation 1 s new busine,ss 

Number of 
tra:r:ne-Cf~ 

· £l.~m~s and 
their -cer
~0.:19.:2_. 

is of. the order of lls. 770 crores annually, the obvious 

conclusion would be that the Agency Force is not 

harnessed properly ~d that .the training :iJnparted is 

ineffective. Each Developmmt· Officer has:.on· an· 

average Agency Force of 17 out of which l~ss.' than 4 

a~e trained. · The training of Agents in. t:qe .J..B~C. of 

life insur~mce is relatively a very easy job an,d the· 
. . 

DeveloJ?ment Officer had enough time to train up his 17 

., Agents. If the quality of Agents is improved tP,ere 

is no reason why the Corporation 1 s business moul~ not 

expand rapidly. The training programme will have 
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to be radically reVised so as to build up a 

stable force of profes~ional Agents • 

. There are 4, 920 Staff Agents, i.e. Class III 

(excluding Superintendents) and Class IV emuloyees 

of the Corporation. The Staff Agents represent 

about 12% of the Class III and Class IV employees 

of the Corporation. 

During evidence the Agents 1 Associations 

stated that the Staff Agents derived undue advantage on 

account of the.ir official position. These Associations 

were .in favour of abolition of Staff Agencies. The 

Corporation, of cnurse, is in f;3.vour of these ];.gencizs. 

~ooPerative 6.3.16 The Corporation has appointed 34 Coopera-
SociGties 
and P8~Ch- tive Societ.ies and Panchayats as Agents. Strangely 
ayats as 
Agents. enough, the Corporation, however, does not collect 

statistics of business. done through such Agencies. 

~is lack of enquiry or review into the performance 

of such !.gents, their problems and their suitability 

to operate as Agents also illustrates the indifferent 

and unbusinesslike attitude and approach of the 

CorDoration to these basic problems. In our opinion, 

Life Insurance is a highly·personalised service and 

there is not much ~urpose in appointing such Agents. 

In reply to our .question asking for the 

number of Agents appointed in the rural areas and the 

~.verage quantum of business procured by an Agent in 

the rural areas and whether any attempt has been made 

to demarcate areas for their operations, the Corpora-
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"An Agent can work anywhere in India. In 
view of .this, we do not· collect statistics 
of the kind asked for". 

In the above answer, the Corporation has bypassed the 

proJlem and in another re-ply, the Corporation has stated: 

"One of the methods adopt~d by the Corpo r~tion 
for developing the business in rural areas 1S 
,.,hat is kno,.,rn as 11 sectorwise" planning. The 
areas are divided into compact groups ~nd 
one or two Agents are given the responsibility 
of developing intensively one such compact group." 

The o~vious contradiction between the two repliea 
. 

by the Corryoration shows that_the Corporation is not alive 

to the need· of developing an Agency Force in the rural 

areas. The 1 Sectorwise' planning is -just noth:ing more 

thR.n ·a p'ap er plan only. . If the Corporation has to live 

up to its responsibility of .car"i-ying the message of 

insurance to every nook and corner of the country, the 

haphazard method of recruitment of Agents and the muddled 

thinking on the sector~se planning of the Agency .Force 

should ·c..'3 ended. I'n our view, the Corporation does 

not seem to' have ·given proper thought to. de_velopment 

of the l~gency Forc·e which is very_vital for.the growth 

of business • . . . 

6.3.17 :n spite of the recommendations made by Benami ' ... ... Ag'EiiltS 
the Estim9.tes Committee (1961) and .the Committee on Pnb-

lic Undertaking (1965) the benamLAgencies. are still 

widely preva.:..ent. The recommendations made. by us 

in this 3ection regarding the building u-p·of a stable 

Agency. Force w:11 eradicate .. this system. 



Rebating 6.3.18 The Corporation nas coru osseo. ~.onat 

rebating takes place 1.,rith mutual consent of the 

Agent and the prospect and that it is practically 

impossible to obtain.any tangible evidence about 

rebating. However, the Corpor~tion has not replied 

to our specific question as to what structural 

and functional changes would it suggest to do awaY witl:: 

the evil of rebating. If a stable agency force 

is develop.ed and clear cut areas marked out for 

each Agent in which the Agent has exclusive res

ponsibility for selling and servicing, it should 

be possible to eradic~te the evil completely. The 

plethora of. benami Agencies and wasteful and un

healthy competition bet,.,reen Agents are the two main 

factors responsible for this evil. 

Incentives 6.3.19 
to A,gents 

On the subject of incentives to 

Agents the Corporation has said:-

(1) Interest free loans are given for the 

purchase of cycles, scooters and motor cars on 

the basis of Renevral Commission of the Agents in 

the previous year provided they fulfil certain 

business requirements. 

(2) Similarly, loans are givcm for the 

purchase of typewriters, installing.teleDhones and 

purchase or other equipments. 

(3) Advances are given on interest for repairs 

to vehicles, payment of incomet<tX, medic::>~ treatment, 

children's marriage 2nd house building, if not 

otherwiss eligible under the OYH Scheme. 
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The Corporation is already ?aying the maXimum 

rates of commission permissible under the Insurance· Act 

.and no addition'al benefits could be granted t-.rithin 

the framework of the Act. The Cor?oration is 1 how

ever, considering the 'creation of. a cadre of Senior 
'· 

/l,gents who would be~ entitled to certain fringe bene

fits. 

6.3.20 The Committee on Public. Undertakings . ,. 

have observed as imder:-

"The Committee have noted earlier 
that the lapse ratio of the Corporation 
is rising and the service to the policy 
holder is also poor. In the opinion o.f the 
Committee this appears to reflect the un-
sound procurement of business and unsatis·fac
tory after sales service on the part of the 
agents. The Committee understand that the 
better managed insur?nce com~anies in the 
Past used to depend a. great deal on pro
fessional Agents whom· they used to properly 
select and build up· by training. The 
Committee, therefore, recommend that. th~ 

· Corp or :=ttion should endeavour to develop 
a stable Agency Force built on a nucleus 
of whole time professional Agents not only 
by exercising care in their proper selection 
but also by imparting them sui table training 
which would eq,uip them better for their task ... 11 

6.3.21. i~ith regard to. the development of a 

a stable .Agency Force built· on a nucleus 

of whole time professional agents as re

commended by the Committee on Public Under-

takmgs the Corpor::ttion has pointed out that 

£orporatio~ 
views on de
vef'ournent or 
sta!ile il.genci; 
Force. 

in the social valuations of the m:j.ddle class in this 

country sufficient prestige does IJ,ot att;och to 

(life insurance)salesmanship a·s an occupation. 
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Considerable difficulties ar? experienced in attr8.C

ting youngmen of requisite aptitude, calibre and 

qualifications to the profession of Insurance Agent. 

This problem has grown more difficult today than 
,. 

in the past as under the imp~ct of the National 

,pevelopment Plans, a number of new employment 
. . 
ouportunitics have opened up to the yotmg· men and, 

therefore, a majority of recruits to the Agency 

Force take ·up an insurance J~ency only as a 

subsidiqry occupation and in some c~ses only as 
' a temporary expedient while looking for.more acc~~-

table occupations. The Corporation has, however, 

not explained why sufficient prestige is not 
'· 

attached to an Insurance Agent. The Corporation 

has monopoly of life insurance and its Agents should 

enjoy sufficient social prestige and earn h~dsome 

remuneration if persons with the requisite calibre 

and 'lualifications are recrPited as Agents a.nd. 

wasteful competition in the profess ion is eliminated. . . 
' 

It is, no doubt, true that the Nationa.l Develop-

ment Plans have opened up ne'" employmc.mt opportuni~ 

ties but it should not be forgotten that these have 

also generated more national income 'giving thereby 

greater opportunities to the Agents for earning more 

and more from salesmanship. The average income of 

an agent is about ~s. 1,000 per annum, i.e. about 

_ lls. 84 per month which is below subsistence 
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made lucrative ?_nd attractive by the Corporation by 

structural and functional changes of the Agency Force • 

The Corporation must build up a_profession of 

Insur?nce Agents if it nas to survive and achieve the 

objectives of nationalisation. The difficulties of 

finding suitable insurance -salesman as pointed out by 

the Corporation are, in our view, imaginary. 

6.3.22 The Corporation has inter alia pointed 
' ---. 

out that selection of Agents on th_e scale required 

by the Corporation. cannot be effected through the 

usual process of advertisement or dissemination . 

of literature, describing the. !JrOspects available 

in the occupation and suitable recruits have to 

be sought .. out and given theoretical and practical 

training-. This seems to be· an exaggeration indeed. 

When recrnitment to _the._highest services in the 

country -including .the Class I Servic~ of .. ~he Cor

poration can be made by advertisement, examination . ,., 
and selection, there is no reason why the Corpora-

tion should go out hunting for· selection of Agents 
' ' 

and in the pro_cess succeed only in planting. in rich 

families casual and lazy agencies who are merely 

spotters of business and ha,ve no interest or aptitude 

for the profession.-

Difficulties 
in selectj.on 
of':·~g ent s_ 

6.3.23 · The responsibility of selecting and 

training· Agents has been assigned primarily 

Development 
Officers res
J?oilsible for 

to Develoument Officers. S~ce the Agency Force 
'' includes a large proportion· of casual Agents, the 

· select1on & 
training of 
Agents. 
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Development Officers have to spend a good deal 

of time in activising and assisting the existing 

agents. 

About the imT,>rovement in standards 

for selection of Agents the Corporation has stated:

"In a situation where, it is difficult to 
find young men willing to act as Agentn 
the Development Officers have limited time 
available to look out for new recruits and 
there is temptation to increasa production 
by accepting a new . recruit who is likely 
to bring some new business without regard 
to his interest in Salesmanship, aptit.ude or 
capacity, it is natural that efforts to 
improve the standards of selection should not 
prove very·effective." 

The Corporation has further stated that it 

gives sufficient weightage to Development Officer's 

performFJ.!lce in recruting and building up career 

Agents in the evA).uR.tion of his work. 

From.the above it will be clear that the 

vital problem of selecting and training of Agents 

is being handled in a casual manner, not

withstanding the insuperable difficulties 

encountered by the Corporation in hunting the 

Agents as mentioned in the preceding paragraph. 

Conclusions 6.3.24 
about the 

There is thus no planning for the Agency 

present Force. It is the same rabble army as the pre-na-
Agency Force 
of the tionalisation.Agency Force where most of the field 
Corporation. · 

l.gents are dummies and their main purpose seems 

to be to function as the channles for illegal 

rebates. The intermediaries between the Agent and 

the D1vi <:inn<>l Clf'f'i ~"' ~nntinue to be ma!l'r. 



. . . 
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. 1 .. 1 though the competition b ~tween Agents of 

different in~uranc.e offices has been eliminated~ . . 

the s;.me .;asteful, unhealthy competition prevails 

between t~e Agent~ of the Corporation. Since Agents 

are allowed to canvass business .in any· area many J.gen ts 

spend their time and efforts on the same rich prsspects 

and neglect other poor prospects. The message of 

life insurance is not carried to the poorer.families 

;.rhere life insun.nce has to be sold by convincing 

the fRmilies that it is a dire necessity. 

The ·Cor-poration has no proper planning of 

business with the rt:lsult' that the -plans 'set out' before 

the Agents are· only on the b~=tsis of 'their past per

formance. The' Agent thu's works without a· proper 

plan trying only to' max~mise· hi·s earnings as best 

RS he can. He moves haphazardly from prospect 

to prospect on the basis of the contacts o~-
. . 

leads secured through his otner activities or aue 

to his position in life. The trRining, which c~ 

build up M Agent· c::tpable of canvassing qnd servicing 

the policies, is ineffective · ~ inadequate. · The 

terminA_tion and discontinuf'nce of Aitencies is so heavy 

thr.t 'whatev'er little training that is given goes 

W"'.ste ,· Hith no pl11il: before him, with wasteful com,pe

titiori, with rewar'd:s for his efforts likely to be 

reaped by others. in ... the field, the .'\.gent is poorly ani 

ineffectively harnessed. In sum, the Agency Force works 



without a systematic plan to cover all the 

families in the country - it iS "Hud at the 

wall" pl1'l_n. 

6.3.25 Most of the Agency Force is concen-

trated in the urban areas. Even thera, it is 

inefficient and it is ineffectively h~rnessed to 

. fulfil its proper functions. 'lhis is obvious from 

the f,_ct th8.t only 15% of the urban households 

carry . insurance. 

6.3.26 In the rural areas there is hardly 

any Agency Force worth the name. Whatever 

little rural business that might have been 

developed is through visiting ;.gents from the urb::>.n 

areas and there is no systematic plan to extend the 

coverage of life.insurrnce to more and more 

families in rurRl areas. To meet the special 

conditions -prevailing in the rurF~.l areas, ?.nd the 

speciRl char::tcteristics of the rurA.l popul::>.tion, ' 

suitable Agency Force on a pattern different 

from the urban one.is necessary. 

Our re- 6.3.27 We recommend thr.t for effective develop-
comrnendn.tions 
EXclusive ment of business the Corpor~tion should have a 
BlOck· for 
Agent~ well-pl~ftned, well-tr~ined Rnd efficient Agency 

Force, each Agent working in a well-defined 

com-oact aren., hereinRfter CRlled a Block, without 

any wasteful competition and entrusted 1>ri.th the 

responsibility of bringin&?n the books of the 

Corporation the maximum number of familie3 in t~e 



CHWTER VI - Sectiop. 3~ 

in the Block within the shortest nossi ble time. 

1'he Agent vrill thus hfl.Ve a monopoly of business in his Bl_Qck • 

. our concept of Blockwise development of life insurance 

is not ·naw. This system hrts stood the test of time in 

developed countries like the ~.K., where Industrial 

:.ssurance is sold and serviced by the Agent working 

in a specified area. The basic unit in the Prudential. 

sales organisqtion is the District Agent (like the 

Block !.gent of our conce-ption) who repr-esents the 

Com~~ny in a snecified area which might be only a 

fr~ction of a square mile in a town while in 

a thinly populated country district the territory 

may extend to sever a! hundred square miles. Further

more, the conce~t of exclusive areqs for rural 

Agents has also been recommended by the Life Insurance 

Agents' Federation in their Memorandum submitted to . . 

us. The Federation h?.s suggested that exclusive 

areas in rural parts should be carved in such a waY 

that an area service?- by an Agent- gives minimum of 

Rs. 1 l~h business per year and the Development 

Officer can supervise· between lO to 20 such areas. 

6.3.28 1>le recommend thE~t the duties ;:!nd functions Duties & · 
functions· 
of Agents of the Agents should be "Procuring new business by 

pronflgating the message .of ;insurance intensively 8.nd 

effectively Md servicing the policyholders ·,,rith 

maximum efficiency • Since the /\.gent will be in charge 

of a Block, he should be in a position to· condu.ct a quick 

survey of the insur~,nce potential of the families 
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!,g_1?,iding in his Block :md pn::f-'r.rtl ru2 ·l.LBJ._Q!_ 

harnessing the ootenti~. The servi~e to D0lir.y 

holders to be rendered by him will inc~u~ 

(a) comuleting all the prOrJos.'11 paoers upto ~' 

stage ·.vhen only underwriting dccicion 

is left with the Branch; 

(b) calculation of premium only to be checked 

at the Branch. 

<c) Preparation of first premium recei-pt-cum

acceptance letter and Policy Pass Book 

ready to be signed at the Branch; 

(d) admission of age; 

(e) preoaration of assignment endorsements 

fully and. getting them registered ,_t the 

Bra11.ch;, 

(f) collection of premiums at thc_do~r a~ 

issue of receipts in a Pass Book held by 

the policyholder; 

(g) quotation of surrender and loan values; 

(h) prep,ration of complete documents for 

surrender and loans; 

(i) preparation of documents for revival of 

lapsed policies if any; and 

(j) preparation of all the claim documents 

ready in all details for the Branch to 

sanction and settle clain. 

In due course, the Agent may also be 

entrusted with the task of underwriting on the spot 



a.nd issuing an Acceptr.mce letter-cum..;first oremium 

Receipt in majority of caS8S which can be read.ilY 
. . . . . . ·. ·.··. 

accepted on standard terms. To enable the Agent 

to render all these services efficiently, we re-

. commend that the procedures, tables and forms inclu

ding medicq]. form~ and reports shoulcfbe thoroughlY: 

simplified so that a well-trained Agent can carry out 

all the functions ~ith ease. 

If a well-trained Agent well-versed in simpli

fied procedures renders all the service at the door of 

the insured it will go to reduce considerablY the . -

communication between the policyholders and the 

Corporation and our estimate is that it will be 

reduced to about 20% of the present level. 

6.3.29 We recommend that under such a pattern of 

Agency Organisation full-tim·e Agents will be re

quired. tve, do not however, suggest that if an Agent 

is able to render ati the service efficiently in his 

Bloc1,;:, he should be debarred from taking up any 

other employment, if such emplo¥ment does not 

affect his efficiency Rnd effectiveness as Agent. 

He are of the view that the full-time -Agent, not 

h"l.ving any other pre-occupations, s-hould be preferred 

since he will 1:;l e !'l.ble to devot"e more 'time to 

his task. We hwe, however, an oue.n m'ind on 

. this asp e.ct .Agency-·. Organisation and would only 
. ' 

suggest th~t it should be with reference to the 

Full-time 
Agents 
preferred. 
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ind;i_vj.Q.U:U 'l.gent 1 s 01m C<!U!'!Ci ty apd t}Je needs 

ofthe individual 31ocks, 

6.3.30 In addition to radically sim11i~~~ the 

policY conditions and thoroughly overhauling 
~ 

end r'l.tionRli sing procedures' the CorporA. tion 1dll 

1ave to tr?.in the Agents most effectively. In 

,rder to enable the Agents to discharge their 

~unctions most efficieintly, we recommend that 

;he training should be both theore't;ic~l Plld pr<>.cticn1_} 

l.nd should include training in a, Model Office for 

'l. p er.;..:L_· o;;..d;;;_o:::.·· ;;..f~3-· m~o;;.;n~t;;.;h.:;;s_;;.d:..::u:::.r.;:;i;;.;n:.::g'-· ..::w.:;h;.:;i.::c.:;h~p;;.;.e..:r..:;;i..:o..:d;.._t_h...;e.::..y 

§hould be made to go through all.th~ procedures 

which they. would be required ·to . handle in actual 

Qractice when in the field. It is only such prqctical . . 
. .. 

training .which will prengre·. the Agent t'o p!=Jr;form . 

his func.ti.ons successfullY. .Hi·s ·trqining shouJ.d 
.. ' . . .......... - . . . .... 

also prep<tre l1i11\ for the t~sk of bringing up 

to"d.ate "the existing policies of families in 
I 

his Bio~k ~o that it is easy for him to service 

them thereafter. That is, age should be admitted, 

nomfnati~~ ·~~ a~si@ment effe.cted, all deT)osits 

under the- policies prop.erly adjusted or refunded, 

listing of the existing policies of his familfes .. 

and familiarising himself about ail the rdev;:o..nt 

details ·Of- their policies • . ·All these will be in 

addi t~on to trq,ining him to sell and servi~ 
. . . : 

optimum life insurance to every family in pis Block~ 
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Our r ecor.:!!ienda tions will t al:!;,e care of the 
- -... 

recowmendations of the Committee on Public Undertakin~s, 

iTiz.. "· ••• to develoP a stable agency force built up 

)n nucleus of .fUll-time professional agents •••• 11
1!.. 

rhese -.Jill also result in eliminating the problem~ 

)f ben;:Jmi Agencies and rebating. 

3.3.31 The existing Agents, we recommend, 

lhould be given the option to work as Block 

~gents in their ~espect ive areas,- whether rural 

:>r urban. The option once exercised will re final 

'lnd no change should be permi tt ed- thereafter. He -----
~an visualise that some of the big Agents will 

.. 
1ot find the Block Agency sufficiently attractive 

!:_n view of the high incomes earned by them at 

present. To obviate hardships to such Agents 

we would recomml'311d that they may exercise the 

option of working~Free Agents in.which case 

they should be allowed to procure business onJ,y 

from any of the urban areas with the stipulation 

t;hat individual policies sold by them are of 7say 7 

ts. 50 7 000 or more. we would recommend that the. 

ninimum amount for each indiVidual policy to be 

lOld by 

Free 
~t~ 

::!ornoration in consultation )'lith the Life InsurAnce 

~gentsr Federation~ In our opinion, such a 

~astriction regarding· the size of policies sold 

)y them is both essential and desirable so that 



Free Areas 
in Big 
cities. 

~ .. " ... -;-· 
:..:.;.;u 

t'h:; _ income prospects of the Block /.o:onts are 

riot unduly impaired, The terms of remun,3ra1iion. 

of .the. Free Agents·,- as regards first year's 

commission will remain as at present. As 

regards renewal ·commi·ssion, the Free Agents will 

be entitled ·to :it in full.· if they .render service 

at t:h~ door of the policyholders booked by them.In 

·pase, the Free Agent is unable to ~rovide service 

at .the door. to the policyholders he will be 

entitled only to .2t% renewal commission· and the 

be:lance 'of 2!% will have to be giv.en in the Block 

Agent actu~lly aoing the servicing work., 

6.3.32 

will be some areas where the people of higher 

income live-or where there is a concentration 

of big shops or business houses, Such areas will 

provide a Block· Agent with a possibility of 

earning a much-bigger income thRn What the 

Block Agents hwe in other parts of the cities 

or towns,. 1ve;· therefore, recommend that such 

areas in the big towns and cities should be 

m~de npen areas for all Free.Agents to sell 
j 

new :busines·.s .without any restrictiOn on the 

amount of sum insured un~er the policy. 

ijovrever, t'o ... emsure that. the servicing 

of the fami] ies in such onen areas is not neg-
' 

lected we recommend-tnat_~~~n in thQ open areas, 
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there should be persons entrusted with the respon§!:: 

bility of servicing in the Block. These persons 

should be tp,ken from the new cadre of Block 

Qfficers (Servicing & Development) which we 

These Block Officers 

sell life insurance 

in their Block in competition with Free Agentso 

6.3.33 of remuneration, 

we recommend, should comprise of commission on~ 

First Year's premium and on the renewal premiumS 

that he collects in his block and Goodwill value 

of the Block Book. The Agent's performance shall 

be assessed on the following criteria: 

(a) the proportion of families in the Block . . 
that he brings on the books of the Corporation; 

(b) ~e amount of renewal premium income he has 
built up in his Block; · _ · 

(c) extent of arrears of premium in his Block; 

(d) a factor to provide for his efficiencY in 
serVice to the policy-holders based o~ 
mistakes Rl'ld c.omplaints in his_]_lock; ·and 

(e) a corrective factor to take into account the· 
effect of the quality of Block he has be~ 
allotted. 

On this basis he will be r.ated. Depend:irig on this 

rating an Agent will, in the event of his withdrawal 

from Agency'work due to any cause except dismissal, 

be entitled to either the full renewal commission 

or a lo'vrer renewal commission for a maximum 

:Q.eriod: of 15 years, In the case of dismissal, the 

Agent's renewal commission will be forfeited, 
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Therefore, the Agent will try to work at his 

best efficiency so that when he ·retires, gets 

incapacitated or thinks of changing his vocation 

· or dies, the renewal corn.'llission will b e paYable 

at the maximum rate possible. It is thi~hich 

he 1-1ill consider as the Goociwiil Value o.f the 

Block Book. If due to his gross inefficiency or 

fraud he is dismissed, he loses this good'nill v;oJ~ 

E!:Qspects· ·6.3.34 If an Agent in the urpan area is entrus-
for Urban 
Agents. ted with a Block of 1,000 families·he will have 

a potential of business of between ~. 30 to ~o 50 

lacs, among about 500 estimated insurable 

families in the Block. There will be no 

travelling exuenses, no competition· with othe·r 

Agents and no rebating. To start with, if he 

sells·Rs• 3.lacs new life business in the first 

year in h:l.s Block of families, he will earn 

a first .. Year 1s commiss.ion of not less than 

Rs. 37000 per annum. He will have scope for 

earning even .higher first year's commission in 

subsequent years. Besides the first year 1 s 

c·ommission, he will earn additional income 

through renewal commission for servicing the 

existing policies in his Block (i.e. those 

policies sold by previous Agents).. This will 

amount to about Rs. l,ooo to 's. 2,000/-
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income should touch minimum of Rs. 6,ooo .. per ann~ 

and thereafter it will continue to rise. Therefore, 
"i • 

an Agency_ in the urban area will hold out the prospect 

of e13.rning Rs. 400• .. to Rs. 600/- p •. m._ in less. than 5 

years of the Agent 1 s association with the Corooration 

and still higher earnin<ss as .·he taps more and more 

of the pqtential in hi.s Block. , _T~:i,s is for the a:verage 

Block. .If _the. Block qf famil:i,.es ha,s greater J?Otential 

his inco~e.will be higher. The.Agent's income will 

depend.upon the speed with which he succeeds:in 

tapl;ling the l?otenti~ available in his Block;.~ . Our· 

estimate is that if he 'were to' skilfully tap •the 

available potential in his Block, his New Business 

and Renewal Commission should earn him ~~ 10,000 

toRs. 15 7000/- per annum. It is unlikely that. 

he will reach a stage when no more potential will 

be left in his Block, since fresh pot.ential will 

always emerge as the incomes and savings in his 

Block rise due to general improvement in the 

economic c.ondi tions ~ 

In contrast to the present level of income of 

an ave rage agent the income of the Block ,Agent will 

be much higher. There will no longer be the sorry 

spectacle of a few Agents getting very.good income 

and most others getting paltry·income from life 

insurance hgency. Apart from income his social 

status and prestige will be enhanced as he need no 



Eguita:tle 
allotment 
of B'l ocks. 
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longer stoop to rebating as a result of un

healthy competition.~ Unlike the present, all 

that he will earn will belong to him. His 

11Block Book 11 of collections will have value to 

him as it gives him the monopoly of business ii1 

the Block thereby ensuring good prospects in his 

Agency career• 

6.3.35 The Block System will raise the question 

of equitable allotment of Blocks of families among 

the Agents. Unless this problem. is taken care 

of adequately it may lend itself ·to abuse and 

favouritism. Therefore, we recommend that the 

Blocks of famil~es should be assessed for their 

respeetive pot.entials and the type of Agent .no 

will be best fitted for the Block.- Tho Blocks 

should: be···gra9-ed according· to the g~e of il,~~.t_s_ 

suitable for the Block. Similarly, on the basis 

of Agent's past experience about the type of 

clientele he handled, the amount of average 

·annual income he made from lif-e insurance 

agency, his qualificcttions,· his aptitude and 

his perform1;ffiCe at· .. the training school, each 

Agent should be rated and all Agents should be 

graded to suit the requirements .of different 

Blo-cks. we do not ant-icipate any difficulty 

or ineQ1'i ty if the Ag(mts ~nd Blocl~s of 

families are properly matched in this manner. 
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6.3.36 The urban popul8.tion will need about 

20 1000 to 30 1000 full time agents. Out of 

1 1 67,000 ~r,ents, only 10 to lS,OOO may 

qualify to be_a~pointed as full-time agents to 

carry out all the functions as outlined under the 

new dispensation. Most of these will prefer 

to continue in urban areas. With reallocation 

Mannower 
~J.re§~ 
for Blocks 
in u-r-s-:~ ----areas. 

of duties and functions of the Staff, some lS to 

20 1000 persons from the administrati-ve staff may be 

appoi~ted as Block Officers (Development & Servicing). 

They constitute ·the· most desirabie and s~itable 
' 

res.e:r;voir-of persons for working- fn exclusive 

Blocks. As. we ·ha_:;,e alr§lady pointed out, such 

Blo.ck Officers ·Will re~der service at the door . •.. . 

or the policyholders,. elirrtinating SO% of the 

vrork -~t present· done ·.t.n _the Corpo-ration's 

offices. 

As·· ·discussed earlier,· the developing Problems in 
the rural 

of rural busin.~ss is beset __ with speCial problems. area~ 

The. rural pop1iiation consists of fa;mers, those 

connect~d __ ~tii'processing of p_roduce, workers on: 

land as· labo~ and -~thers d~pending on rendering 

other s~rv~ces ·+o· the.'.ru!'aJ_ population. 

A large por-tion - more than SO% - of 

national income goes·· into the hands of the rural 

popula.tion. Agriculture alone accounts for 

SO% of the national income. 1-fith the passage of 

Rural 1 s 
share in 
nationai 
income 
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t:i.me, with better farming techniques and higher 

prices of raw produce, the income resources 

of the rural uopulation will keep on expanding. 

The potential for saving by the well-to-do 

section among the ·rural population can be quite 

substantial-inasmuch as a-number-~f necessities -o: 

life are available to them in kind. 

6.3.39 The rural sector of the population today 

rightly.derives the benefits·of all kinds of 

incentives and subsidies for agricultural 

development thereby improving their general level of 

incomes. There is a significant section, about 

30% of the rural population, say 2.4 crore 

families who can be said to have good incomes, 

who can s'ave and who can buy life insurance. 

~owever, at present there are no energetic 

active Agencies to promote savings habits and 

mobilise them for productive purposes. The 

result is that th'e available savings get locked 

up in the form of' gold or in the form of' 

hoarding of' produce which result in inUation and 

price spiral. The rural population has conserva

tive habits. The habit of' saving has to be sold 

to them the hard way by continuous persuasion ::1.nd 

by holding out incentives which will encourage them 

to save. Therefore, the passive savings agencies 

like. the Banks, post office savings hanks, etc., 

cannot be the effective modes inasmuch as for th~d.r 



CHAPTER VI' -·section 3: 

success the essential ·pre-requisites are: (a) all 

persons 1 on their o-.rn initiative decide to. save 

end refrain from withdrawing such savings; and (b) that 

those who save ·on their own initiative will go to 

the post office, bank or treasury regularlY to 

deposit ~heir savings. This is too much to expect 

from people with low educational levels and whose 

savings habits are not developed. If rural savings 

are to be channelised through such passive agencies 

only, the progress in national savings will be very 

slow, having its repercussions on.the nation's economlc 

development. Therefore, active agenci. es for pro

moting savings are necessary; agencies which can 

sell the concept of saving'from door to door, which 

can offer some driving incentives for effecting those 

savings and which can at the same time, extend to the 

rural community benefits and services they need most. 

6.3.40 Life Insurance is ideally suited to take 

up the role of such active savings Agency. Selling 

of life insurance from door to door not only 

will inculcate the habit of saving but will also 

provide the facilities of gainfullY investing those 

savings at 

Life Insurance 
'Sl:ir'table to 
tap rural 
savings. 

Moreover, it will extend life insurance coverage which 

every family needs badly. Be sides door to door selling 

and servicing, if life insurance is tor each. the rural 

masses, it must offer some driving· incentive. I,.Jhat 



L!C's diffi-6.3.41 
culties 
for rural ·are difficulties in F.Cti ve develo')ment of',. life 
'bil'STM"ss 
Q..evelo\l
ment. 

J3avin_g, 
potentiaJ, 
in the 
rur~ area 
for R.ll 
effective 
agenc;z, 
active 
savings 
agenc;z: 

insurance in the rural sector. These difficul-

ties· ma,y be genuine to some extent, but th.; Cor

-poration is only theorising on the problems. It 

has not stated as to what.effective ste-;>s it has 

taken in practice to overcome these difficulties. 

In short, it has not a"?';)lied itself seriously 

·to this problem. 

6.3.42 According to agricul tura1· statistics, 
-

in 1962-631 only 19 per cent of th€;1 336 million 

acres .net sown· area was irri.gA.ted area. On 

this BRsis. :and taking into account the fact that 
- . 

cash needs of afarmer are com,.,R.rativ~ly much less 

since he gets most. of h:ls necessities in kind, it 

·c::en be. stated. that 16 mniion famiiies (i.e. about . . 
20% of theru~ai famili~s) haY? a":~otential 

of saving- Rl!. 760 crores per annUm" since these 
. . 

families .. enjoy r~ther stable incomes than those 

who do nq.t have .the faciliti~~. of irrigation. 
. , ' . . . 

. . .. . . . .. 
However, this pot~ntial. cannot beharvested by 

·Passive age.ncies ... If the Corporation continues to 

function. like any other passive· agencyt these 
.. . 

.. "f)otent ial s avin;ss will continue to be neglected 

resulting in wasteful exo enses and adding to 

infl.~tion.' In the ultimate, the country suffers. 

Life insu.rance being. the ideal medium of saving, 
. . 

the Corooration has to tap this potential by door 
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to door selling and servicing and by making life 

insurpnce most attractive by offering. special bene

fits so _that life insurance ranks highest in priority 

in the family budgets • 

6.3.43 T~Te recommend that the life policy for 

the rural popul?tion should combine the follor,.,:ing 

features in particular:· 

Attractive 
f'8atures·- in 
Ere policies 
[QJ:_rur2.J. 
areas. 

6.3.44 

(a) T.Jhole Life Limited Payments or Endo1v.
I!'lent Assuran~ 

. (b) Marriage ~r Educational ·Endowments after 
. selected number of years. 

(c) Premium payments may be permitted at irre
g_ular intervals so that it affords a 
facility to the farmer to pay when he 
realises the proceeds of his produce. 

(d) Two/three years' Term Insurance Premium 

(e) 

- (f) 

·should je collected at the outset so that 
the policy does not lapse if two/three 
years' premium fall in arrears. For re- · · 
instate~ of the policy, no med~~vi-

. dence but only arrears of premium with . 
interest will be reguiredo . 

. . 
f!!lnefits available on death by snake bite 
or by accidents vrhich are more, to be . · 
found among the rural population, 
ghould be larger than the normal""benefit 
available on math as a result of anY 
other cause. · · · - . 

Facilities to· policy-holder to deposit 
amounts over and above the premium instal
ments, such denos].ts to eprn attractive 
r~e of interest comparable to that avail
able in the market. It should not be a 

. meagre 3% allowed by the Corporation a t 

As stated earlier, life insurance in 

order_ to be sold to the. rural population must 

offer som'e driving inc3;ntive to the rural 

cownunity, particularly the cultivators to promote 

Driving in
centive to 
r:.: nl Pc·D'ii'=" 
Iat"lcinTor 
life in
surance. 
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the habit of thrift and to channelise maxJ.tn.~."J 

possible savings. He no1·1 examine what such 

driving incentive the Corporation can offer. The 

nationa.l: economy needs massive doses of capital. 

The capital programme fur the agriculture and 

irrigation in our country is as large as that for 

industry ~d mining. It is estimated that at 

present 75 million acres is irrig.1.ted and yet 

this 75 million acres of lend is not so fully 

irrigated as to make it risk-proof and thus 

there is not o-ptimum production. Even in 8I'eas that 

are irrigated, often the farmer lacks the 

medium~term capital to bring to his farm the 

full facility of irrigation,. to supplement irri

gation by other necessary inputs and capital 

to buy agriwl tural equipment. In 1964-65, the 

area sown more than once was abcut 50 million 

acres and net area irrigated was about 65 million 

acres and it could not be that all that was sown 

more than once was fully irrigated. Even from 

the point of view of irrigation, therefore, if 75 

million a ores are to be fully irrigated and 

developed to make it risk! proof and raise 2-!- ~3 

crops on such land, it will r.equire a large 

capital outlay. .At the rate of Rs. 1;ooo per 

acre, the progr'11llme to raise optimum 1'.)I'Oduction 

from 75 million acres will require a . capital 

outlaY of~. 7 7500 crores. In view of the limited 
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reso~ces, suGh a progrq.mme can be implemented only 

in phases. In the first phase, only such farms 

should be tackl"d which can be develop 3d at minimum 

GapitaJ, cost .to yield the largest. return and in 

subsequc_nt phases those more· cost to develol) maY 

be tacklcd. 

6.3.45 A ca!)ital programme of this magni.tude for 

the rural .sector will basically depend upon generation 

and channelising of t:qe savings of the. rural sector 

itself. Tho orga1dsation r esl)onsible. for .chl:jJlneli

s:ing the savings fro,m the rural sector will_ succeed 

only if it can, . by its. performance, convince the 

rurel P,.opulation that all such savings .are har

nessed. for the benefit of the rural s ec:tor e.g. for 

building up riSk proof farms. Such an intensiye pro

gramme of irrigation ~d d~veloping of 75 ~ill~on 

acres ~an yicld farm produce worth Rs· 15,900 to 
. . . . . .. 

20,000 crores only in tbe irrigated s~ctor~ 

6.3.46 As statP;d. earlier, .life insurance sold 

nnd serviced at the door is the only ideal and . . .. . . . 

act;i ve medium f.or channelis ing. savings in the rural .. . . •.. . . 

sector. In order. to pro_vide the driving_incentive . . . . . . 

so essential for its suc.cess, the CorpC)r;:J;tion has 
. . . . . - ' ! ·. . . . . 

to play the dual ro::!-e of channelising the savings 
, - . I_ , ,. : ' 

in 1he rural areas and at the same ~~e in a phased . ' . ' . . . . . 

programme harnessing those savings .for. b~~ld.=!Jlg up 
• • . -· . • •. ,1 •. •. 

risk proof farms by introducing a Farm LoRnS Scheme of 
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6.3.47 The Corporation must nc.ture.lly h<tve full 

security for such loans to make thG farms r1sk

proof to yield 2t-3 crops •per annum. Prima f:o.c:te 

this may look difficult and risky. However, a 

"pattern can and must b"e . developed to malte such 

lo~ns safe and thus enable the Corporation to play 

the pioneering role in national development. The 

following tentative points are illustrative of the 

·ste~s necessary to integrate and imnrove the 

security of such borrowers: 

(a) Lo"'ns will b c only for making the farm 
risk-proof. 

(b) Lo~s only against compact areas of five 
~cres and more belonging to the borrower 

(c) A prosperous farmer to be a counter
guarantor for the borrower. Tie will: 
(i) have a good comnact farm of five 
or.more acres, (ii) havB to his credit 
with LIC a good amount by way of deposit 
under his life insurRnce policy; and 
(iii) be permitted by law to hold land in 
excess of the land ceiling if his holding 
happens to exceed the ceiling as a result 
of his repaying the Corporation's loan 
and taking (N er the land of the borrower 
who defaults. 

(d) In the later paragraphs we recommend 
a special type of agency organis"ttion 
for the rural areas, where we rGcommend 
that there should be a SpacirU. A.~ent 
who . will h:";Ve the primruy r es?onsibility for 
development of new business in a cluster 
of viliages with popul~tion of 20 to 
25,000. He will h~ve exclusive rights for 
selling and servicing in his are<'l. and will 
have a right to appoint sub-agents in 
villages under his control so t~t there 
is representation of the Coroo~tion in 
every village. Besides this, he will · 
have one more role to perform viz., to 
be responsible for recommending farm 



311 

loan appliccttions to the Corporation •. ·He 
.. will be. also required to undertake the 

liability to reimburse to i;he Cornoration 
tm first loss due to default of the 
Borrower of fRrm loan; s l:iy to the maXimum 

··extent. of. 10% of the capital sum borrowed. 
He will be pqid commission for the. loan 

. ·:Which he nrranges and guarantees~ 

(~ ... l'he borrower should have markefable title . 
· '> to ·the agricultural land on the security of 

which farm loans ·are to be advanced •. The 
·special Agent will help the borrm.,er in 
securing the requisite certificate regarding 
title. · 

.·(f) It 'is not enough to grant loans on the basis 
of the need for such loans as assessed by 
.the farmer himself. More often than not, 
the · farmer cannot realise in what direc
tions, his farm requires improvement so as to 
increase the yield per acre. Again, it is 
l'l:Ot prop·er to leave the farmer to utilise the 
loan without p~oper supervision and advice 
from experts in the field. It is, therefore, 
advisable that the Corporation should set up 
a machinery for survey, supervision and 
advice to the farmers. 

6.3.48 · On such secured ce.ses, it ·should be possible 
i . 

for the: CorDoration to adve~nce 50% of the value of 

land for capital Programmes, the loan .being proper-- . . 
tionate .. to the amount of deposit made by the farmer 

with the· CorPoration. Such loans will be very well 
!, '. • 

. . . 

ser::ured n.nd easily realisable. The. Special Agent 

will be restlonsible for recov.ery o'f· the loan as he 

will undertake a part of the risk. This is one 

reason why the Special'·Agent shou;I.rl. be a man of 
• j : •• 

adequqte. mearis. ·Enforcement of the security will 
. .. ~ . . . 

~- . 

not be· a problem inasmuch a.S the guarantor will be 

r-i3ady to take over the borrower's land if he is called 
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upon to .pay under hls guarantee. Since the loan 
.• . - . 

will bEl.p.re.portion~te to the farmer's own' deposits, 

this will 'act ~s the. dri \ring incentiv~ ·rar the rural 

popula.tion to take to life insurance and to make 

larger and larger de-posits under thei. r policies so 

that in times of. need he will be entitled to lar.ger 

amounts of loans. 

6.3.49 Under such a scheme, a . farmer· with 

15 acres can obtain a loan of Rs. lO ,ooo for land 

improvement reJayabli:i ·in 3 years if (l) ·he has a 
. . 

clear title to his property and (2) he can obtain· 

a guarantee_ from another farmer, having a life 

policy of Rs. 10,000 on which at least 3 premiums 

aggr_egating to:Rs;~l;ooo are paid, having an unencumbered 

farm of at le~st 5 acres and having a deposit 

of Rs. 2 to 3,000 made on an average for·2 years. 

Besides, there .. will: be advice and supervision of the 

Special. V.Ting_ of the Co.rporation and the guarantee . . 

of the .Special. Agent for propez: util'isation 

of the advance and· fbr · i."e.pa,yment of the advance in 

3 years, if. crops in 'the· area are normal. 

6 .3.50 ~e· Corporation under such a plan can 

channelise. a?out: .lls. ·1000 crores .per annum in the 

form of prem~ums and deposits.and build up the 

rural sector with doses of caoital increasing 

in arthmetical progression. 
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•. 3.51 The -Agency Force which !he Corporation Agency Forqe 
- - for the rural. 

houl d h'3.Ve for the rur:3.1 sector should be so 

m1;anised that it is ca-oable of fulfilling all 

;he'duties expected of it and at the same time 

1ble to renresent the Corporation all over the 

rural areas. The Agency Force for the rural 

sector 1 vrhich vTe recommend, will be q,rganised as 

under. 

(a). As ii1 the Case of urban areas, Agents 

will be responsible for Blocks of families and 

will render ~11 the service at ·the door of the 

"Policyholder. 

(b) Every Village should have a represen-

,tative!.. He will be one of the 20/25 Sub

Agents vTorking under a Special Agent. The Sub

Agent (or Village Agent) cannot and need- no!:_ 

be a full·time Agent. In villages with "POPulation 

less than 2,000 he may be ·a part-timer like the 

village Primary School teacher, Post Master, etc. 

l1Te would recommend that the Central/State Govern

ments should permit village Post Masters and 

.§chool Teachers to act as Sub-Agents. - However, 

he may be a full-time agent if the village has 

popul;>_tion over 2,ooo: He >-rill have the exclusive 

privilege of canvassing nev1 business among the 

f<J.TE_:i)~i_e&_in __ the areas allotted to him. 

- -areas. 
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Distribution of villages according 
to popul:<=ttion: . 

onulation, 
ange 

,ess than 5oo 
.ao . ..: 1000 .. 
.000-2000 
:ooo - 5000 
iOOO -: 10 ,000 
1ver 10,000 

1961 ... ' 

__ Num:Oer o~ .. 
vi+lages 

.Total 

349,568 
119 197· 
s5!so9 
26.475 
3;396 

773 
.564,718* 

PopulRtion 
(million) 

75.24 
83.87 
89.48 
76.42 
22.18 
12.25 

359.44* 

*Excluding .N~FA 8;fld .Goa,. Damman & Diu 

The.reforet' about 50,000 full time Agents 

rill be -reguirM for villages. with -popula~ 

1ver 2,000. It is suggested .that such· a full 

;±me Agent be also given some small villages 

~round his village of residence to. make up a block 

tf 700 - 1000 families. One Sub-Agent c.an also 

te nosted for a group of small villages with 

500 :population. The rest of the villRges 

~hould have ·one .Sub-Agent per village. On this 

1asis about ·4 l~c Sub Agents time 

tnd 50,000 full-time)will be required. Each gpecial 

~gent will h~ve about 25 Sub-Agents under him. 

:c) ·A .-local person of :influence, good standing 

md substantive means should be a'lpointed as a 
. . . . 

3necial Jl.'gent- to organise the business of a cluster 

~illages, accounting for a poryulation of 20 -

25,000. His remuneration as a special Agent will 
. . 

)e for aPPointment of Suo-flgents, for servicing them, • 
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!Q~controlling them aQd for being respon§ible for their 

P.Cts of commission ~d omission. He must be responsi-
,.. -

ble for developing the bu_siness dynamically in these 

villRges, to effectivelY service this business. And to 

~ct as a liaison between the. farmer seeking the fa~ 

~rtgage loan 80d the Corporation. 

(.d) ~ Special J.gent should be given an Office 

,\llowmce of qs. 125 p~m. Besides,. he will be entitled 

to commission a t·:the following rates:-

Difference between 50% on· Tst Year'-s premium -andd 

7i-% on renevrals, and the commission paid to Village 

Sub-agents: 

Seryice Commission for policies 
sold by previous agents. 

Loans Commission 

: t%-

: 2% on ~cans arrangea 
and guaranteed by him 
provided loan is 
repaid in time 121~ 
incentive for early 
re·covcry of loan. 

(e) Commission Payable to Sub-Agent shouid be: 

On First year Premium 

On Renewal premium 

. .. On a sliding scale 
on fulfilment of 

.certain performance 
standards and 
certain- conditions -
25% to 35%. 

~ On a sliding scale on 
fulfilment--of certain 
servicing standards 
and volume of work -
2t% to 5%. 
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Rural population is about 40 crorcs out o!· 
oy 

11hich a bout fth will be serviced directzy.ft~e 

Development Officers (c.r Section 4). If the~·e is 

one Special Agent in charge of an area \oith 

population of 25 1000 the Corporation will need about 

12,000 Special Agents for servicing the remaining 

p OJ;Jul at ion in the rural areas. 

Advantages 6.3.52 The advantages of such an organisation will 
OT""'the 
pronosed be as -under:-
org2.nisa-
tion for (a) The Special Agent will act in dual 
rural ---areas. capacity- as Agent for developing life insurance 

' 

business in the rural area as also Agent for bringing 

to the rural sector the benefits of Corryoration 1 s 

schemes for rural development. In this dual 

capacity, he will be a person who "Till command 

respect in his area. 

(b) In the rural areas with small villages 

spread over long distances; it is not economical 

to have one full . time agent in every village. At 

the same time, when the need arises, an experienced 

and infl•1ential mnn like t11e Special Agent will 

be there to help the Sub-Agent. 

(c) The Special Agent •rill be resryonsible. 

for a"?pointment, servicing and control of the Sub

Agents thereby reducing the need for incurring heavy 

costs on Development Officers to undertake these 

functions. 
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(d) The S~ecial Agent being remunerated on 

commission basis and enjoying the -exclus~ve rights 

for selling and servicing·in his area, will do his 

best to inte?sively develop life business in 

his area. He will· attempt to bring all 

the families on the .books. Therefore, he will 

take great care in the appointment of his Sub

Agents since their performance will determine 

his remuneration. 

(e) A S?ecial Agency 1-tith its Sub-Agencies 

wlll cost 50% on First Year's Premium and ?{-% 

on Renewal premium. \>lith· these .Commission 

costs, it will be possible for the Corporation to 

manage the Rural Business within 75% on First 

Year• s Premiums and about 11 % on Renewals. 

Lapsa.tion 
and Agency 

'·Force. 

6. 3. 53 If two/three years 1 . term as sur ::.nee 

premium is collected at the outset, lap

sation will be· reduced conside-rably. More

over, the Agent's performance will be assessed 

on the basis of extent of lapsation in his 

· Block of fa.rrtilies. 

6.3.54 The Agerr.cy Force. 1.re have recommended Conclusion 
8:'60urtne 

will be effective, eco.nomical .and efficient proposed 
. Agenc;y: Fo!:£§_ 

in service and will reduce chances of lapses· for Rural & 
. · · . I!.rb.an areas • 

It will be effective since it will operate 

with a l;Jlanned target, exclusive privilege, 

prospect of increasing the income prouortionate 
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to the Agent 1-s ·e-fforts end ,.>ith sufficient security 
.:-· -· . -. i :. 

for.·the Agent's family i"n case of his early death 
. . 

or incapacity. The Agency Force will be economical 

inasmuch as the Agent ,.,iii be paid his first 

year 1s and Rerie•·ral Couunissions for the actual work 

he will nu'{ i~ and not oniy by way of a right. It 

will also be economical to the extent that dupli

cation of efforts on the same prospects as also 
i 

the waste of time, effort and expenses on moving 
. . 

over long dis"tances ·will be eliminA.ted. Under this 

set un, the Service by such an' Agency Force will 

obviou~ly be efficient. T-Jhen' a family is linked to 

one particul~r Agent, he 1.vill have full under

sGanding of most of the problems of that family. 

Every cl1ange in .the family circumstanqes which may 

lead to :l,.ncrease in the potential for life insur;mce 

will be known to the Agent and he will immediately 

try to ta~ that potential. · Eve'ry clairn, surrender 

or loan promptly settled through him in his Block 

of fa,miliGS will earn for him grea.ter good-will 

on which he can cash for procuring further 

business in the Block. 



319 C ::..HAP=:...T:.:ER:;:;.;.._-'-":.o.. . ORGANISATION 

:;:;SE::.;C:::.;T:..:I~O::.:N_4..=..---.:.: DEVELOPMENT OFFICERS • 

6.4.1 .In a country of the size of India with its 

population, it is not feasible for the Corporation 

vast Need for 
DeveloP
iD.e·r.Lt 
of':fiCers: 

to conduct its sales operations only through the 

Agents. With a large army of Agents operating in 

the field, a supervisory cadre is imperative to super-

vise, control and check on the aetivities of the 

Agents in the f;ield •. Moreover, s.ince all. the 

Agents are not of the same intelligence and calibre, 

the Development Officer must .. help to the extent the 

Agent lacks these qualities. . 

6.4.2 The functions of Development Officers 

are: 

(1) 
. . 

Develop and increase production of new 
busineSs. · · · -· · 

(2) To guide supervise and direct the Agents. 

(3) To recruit and train new Agents so as to· 
develop a stable Agency ~orce. 

{4) To act generally in such a way ~s to 
activise existing Agencies and motivate 
new Agencies. 

(5) To render all such serv:ices to policyholders · 
as coriduce to better policy servic;ing. 

( 6) To work in the area allotted· t-:> him as 
representative of the Corporation and 
perform as such representation Such other 
duties as the CorPoration may call upon him 
to do. 

6.4.3 Our comments on the Agency Force in the 

preceding Section would go to show that the Develop-. . 

ment Officer is discharging his functions properly 

in regard to development of Agency Force, guidance, 

Functions 
of De
veloTJment 
Qff!cers; 
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supervision and direction, activising existing 

Agencies and motivating new Agents. As regards 

development and increase in the production of 

new Life Insurance business in a planned way, 

attention is drawn to our comments in chapter 

III - Section '4 • The average number of active 

Agents per Development Officer is stagnant at aro1md 

17 and the average number of policies per 

active Agent between 10-12t. About the role 

of the Development Officers in training new 

Agents it would be interesting to note that the 

number of trained Agents as on 31st March, 1967 

was 32, 434 that is less than 4 per Development 

Officer. Even then the training of the Agents has 

been most ineffective as can be gathered from our 

review of the Agent's performance under the present 

set-up. 

No ser~ 6.4.4 With the existing number of 1.20 crores of 
to Policy-· .. 
holders: ~olicies, each Development Officer has less than 1,500 

polici<?s to service. In actual practice, however, 

the Development OfficAr is not rendering any service 

to the policyholders. In reply to a question 

about the functions assigned to the Develo~ment 

Officer in regard to the servicing of policies 

the Cor~oration has stated that the Development 

Officers are exuected to render all services to 

policyholders as conduce to better policy s~rvicing. 
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The Corporation's reply is too yagu~ and generaL 

and docs not answer the P,?int clearly ap.~ precisely. 

On the other hand, While analysing exnenses, ·the 

Corporation has not allocated any renewal exnenses 

to Class II o"fficers . (Dev.elo-pm:ent Officers) thereb_Y 

indicating that the Development Officer renders no 

service after the Ist year ~f the policy. 

6.4.5 As earlier stated, the Corporation has. adniitted 
.... 

that the Develo.pment Officers are tempted to increase 
·- . . 

production by accepting new rec~1its to the Agency 

Force those ivho are likely to bring new business, 

without regard to their interest in the salesmanship, 

aptitude or capacity. Therefore, the Development 

Officer does not fuiffl the functions for which he is 

al;)pointed, but acts more as a SuJ>er-Agent for the dummy 

Agents. 

6.4.6 The conclusion drawn by us in Chapter 'nr 

Section 4 is that considering the remuneration 

received each Development Officer should by 

tl.imself, be in a position to bring in new business 

. ''· 
-· 'Development 

Officers' 
remuneration 

·& bus~ness. 
procurement: 

of ~s. 7 to 8 lakhs per annum without having the 

force· of an Agency Force. The Dfvelopment Officers' 
. ' 

contribution to.business by direct Agents numbering 
' . 

4051 is niL On the basis of Rs. 7 to 8 lakhs business 

by each Develonment Officer and the business of 

direct Agents the Corporation could reach the 
' . . f . . 

existing annual busin~s·s of Rs. ·770 · 6r~res without 
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. Demarcation 6.4. 7 Ab.out th~ demarcation of are~i pf operation 
of Areas of. · · · 

. operation .. for each Development Officer, we can .. do qothing 
. for .Develop.- .. · . .. , . 
mert .. · better than reproduce the Corporation's reuly:. · 
Of icerj3:; · · ' · · 

Qui:Jstion: .. · 

"Has every Develo_pment ·officer a clear-cut area 

to· operate. in?" 

Answer: 

. "In .big cities, the area of Develo1lment 

9fficers is: conmoJ:J., i.e,, they ean procure business 

in any area bounded b~ these cities. In the 

mofussil areas. it has been possible to assign 

p~rticular areas. such as Talukas, ete., exclusively 

t?.the.Development Officers, ·It also happens that 

Development Of~icers have also got some eommon 

area. ·and some exclusive area, 11 
'· : 

The above quoted' r·e-ply is as ambiguous 

. as several replies already:referred to earlier, 
. . .. 

No,classifi-6.4.8 In reply to ou~ question whether the 
cation oi' ·. 
Development Cor;)oration has any system of classifyin_g the 
Officers -., -~- · 
according Development Officer according to AgencY .. F?r:'e per 
to Agency 
rorce & Devel?pme~t Officer and the busine~s procured 
Business: 

by_ them, the Corporation has stated that it had no 
' \ ~ ~ 

such syste:m of classifying the Devel.opmeni; ·officers. . . . 

In the ab~nc.~ of classif:i,cation of the J)evelooment 
_,·, '· . ' . . ,·· 

Officers according 
' ' 

to the'.:Agency Fore~ and business 
.... _ ;" ·,· .. ~-· ~~\ . . .· . . . 

~hat .the Coi-?,oration. has anr 
. 

we canno~• oonceive 
. • .. '' 

. .control Mer the activities of its Development Force~ -. 
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6.4.9 F<lrther, in reply to· otir questlon regarding 

the total ~umber of Development O£ficers P<? st ed in 

the rural areas during the last 5 ·years~ . ratio of 

the number of Development Officers to the ·.growth 

of rural business and details· of business done .. 

Develo-ement 
Officers ill 
Rural Areas 

yearwise by them and the expenses incurred. on them, 

the Corporation has stated that 11 :)::n view ~f the fact · 

that the Deve1o0ment Officers are not posted in rural 

areas 'Proper, it is not possible to give the 

statistics asked for. 11 

6~4.10· In this connection it w.ill also be interes• 

ting to' note the '6bvious . contradiction~ contained 
. . . . :. . 1 

in iihe various renli es of the Corooration. To 

1uote from the Corpor;;~tion's reply. 1'The Corporation • 

has anpointed a good number of Development Officer$ 

in the various mof11ss:i.1 areas with a view to 

spreading the message 'of insurance to every· nook 

and corner a~d the business'from rural areas· 

has gone up which would go to show that they are 

adequately serving the afo~esaid' objective,"· 
) ' :,. I ' 

6.4 .11 Such contradi-ctory rep lie'S are a sad 
. . . 

ref1.ection on the Corporation's.Management, to sa~ 

the least. Incidentally, we foui).d concentratior. 
' of Development Officers in the ci~ies. In Cal~tta 

alone, about 10% of the country's Deve1o-pm·ent 

Officers are located. 
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. High cost of6.4~12 To our 
· •Develoi:>inent 

question as _-to \oilat 
. . 

. Officers: percentage cost incurred on the Development 

Officers for the development and procurement of 

new business and ,.,hat ste-ps both functional and 

organisational are suggested to reduce this 

percentage cost substantially, the Corooration 

·"has stated that the percentage cost on ·Development 

Officers on· the Ist year's total premiu~ of 

~. 32,03. crores for the year 1966-67 which 

includes· the premium income on the business done 

by 8,~71 starr.and direct agents comes to 19.3%. 

This percentage cost .does not ·include, "other 

. :indirect· expenses such as travelling expenses 

far .the tours undertaken b~. them. 11 In 

. this.· connection it would be relevant to mention the 

percentage i'ndicated in another reply where the 

cost break-up of Development Officers.inclusive 

of travelling axoenses 2.35% and bonus ~ommission 

6. 72% aggre_~ated t~. 22 •. 9_7%. This percentage too 

is not arrived at after excluding the premium . . .. 

income brought .in ·l;>y direct Agents and Staff Agents ..... . .. . . .. 
who. are not con~.r?.~~.ed by the Develoum.ant Officers. 

If th~ pret;'!~-um in~?.m~ brrught iri by 8 1 ~71 :staff and 

direct Agents is excluded from our reckoning while . .. . -·. .... . . .. . . ~ . . . . .. 
deter;l:i.ning .the cost of Devel6TJment Officers. as 

it should b.e · 
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6.4.13 ··Interestingly enough, "even though the l...UL"tJVL a.v ..... vu w 

d'ecision 'noot 
to recruit 
.ti'evelopm ent' 
officers: 

Co:r,oration totas specifically asked about the_ 

steps 'both functional and organisational, 

suggested. to-. r~duce the P.~rcentage cost on 

Development Offi'cers su;Jstantia.lly, the Cor

poration has stated that it has been decided 

(i) 'net to recruit any more Development .Officers, 

and {ii) to in·crease the average production per 

'Development Officer and that .these ·organi~ational 

s te\)s would help the Corl;)oration :in reducing 

- . 

'the pel'centage cost to a certain extent. Apuarently, 

the Corporation does not consider necessary anY - '- ~ . - . 

. other step·s-, ·either functional or organisational, 

·to reduce the cost. Further~ i.t is inexplicable 

whY -the- Ooruoration did not thi,nk of increasing 

the average production per :Development Officer, 

.earlier. .. 
6.4.14 '·fe recommend that the Development Officer Recornmenda ... 

, t'ions: · • 
shoUld a1s<L2.e given an e:x:clu~ive area and the 
. . . 
llock A&ents wor'1:in& in t~at are-a should be responsi .. 

ble to the Developma'lt Officer. The Development 

Qfficer will have his office at a central place 

!r-~th:;;.;..:e~a::,:;r-'=e::::a~a;::l.:::lo,::.t.:..t.:.;e:;..:d;.-_:t:::.:o:;..;:.h:;;:im;::.:.··~.:::I;:.;;n_t;;;h::;,;i:::;;s;_:wa~y~t::::h~e 

' . . 
not dissipate his ener&ie~. in_ runping about for 

. -
business aimlessll from area t6 area at random. 
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His functions shall be: 

6~4.15. 

.. 
(1) To develop. and ii'icrease production of new 

business; - .... 

(2) To re.c~~e-~ recruitment of new agents; 

(3) To guide, supervise and direct the Agents; 
- .... • 0 ••• - • 

(4) To give on the· spot training to neiw 
Agents; · · 

(5) To· activise 'the existing Agent's and 
motivate new Agents; - . 

(6) To supervise and audit the policzholders' 
service · rendered by agents in his area; . . 

·. (7) To check on ~olicyholders whose ·:premiums 
are unpa:id and ensure that the.re: is no 
defalcation by the Agent i. 

. (R.) To: certify ·copies of· documents submitted 
as proof of age by the policyholders; 

(9) ·To certify that an. applicant .f!or ·insurance 
under non-medical schemes has been seen 
bz him and is in apparent sound he.alth; 

.. -- . 0.. . . 

(10) To wprk in the area allotteq .to him as 
r-epz>·esentative of'. the Corporation and 
perform such other duties as. the .Corpora-
tion may · ca:ll upon him to do. "-. 

For th~ality agency force comprising . . 
of: well trained cap~le agents ·rendering service 

at the door. an'd operating in Blocks of f'amilies as 
.- ' 

recommended by us; -~ Development Officer should be 

able to supervise about 15 active A~ents or Block 

Officers in the urban area. 1,300 to 2,000 

Development O!ficers will be req11ired for the 

20,000 to 30,000 Agents or Block Officers in urbai 

areas, In rural areas there should be a Development 

_Officer at the headquarters of each Development 
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Block of the ~chayat Raj· in the countr-y. There . . . . 
will'be thus about 4,(300 Development Officers required 

r·or effective -development of the rural areas. As 

the Population of a DevelontneRt Block will 'be about 

70 100'0 to l,oo,ooa.·Le. 14,000 to 20-ooo.families, 

it should be divided into three to four sectors for 

development 'of": iif·~.· business and service to policy
I 

holders. -· Out: of. these' Sectors one wil!_~e in charg'! 

of th:e Develop~~x"tt .. Officer himself and the 'other 

Sectors under: .. th~ Spec;i.al A~erit 'eaeh. The Sec:tor-.. 
.... ' 

unda~_the direct ~harge of the Development 

Officer should-be· carved in such a manner that 
. -·· 

he can. develop and service it. fully. be.sides 
. ·: ..... 

supervising the ·work of the three Special A~ents 

wor\ting in the De·v~lopment Block. 

The prese~t cadre of Development 

Officers should be fullz . &eared up by fur the i 

triun:ing, if ~ecessary, ·for intensive· develo-pment 

of life insurance both in the urban and rural 

areas, · 'Me estimate that the total development 
.... 

force required w:i.J.l be about '5,.':100. The remaining 
t • 

. . . 

DeveloEment Ofrice~s should be.profitably.utilised .. 
by Rural Development Wing recommended by us in 

Chapter IX. 
. . 

6.4.17 An Agent posted in urban a.r.eas will 

have in his Block a potent~al of Rs. 30 ·to 50_ • 

lacs among his 1,000 families, Therefore, 15 

Development 
Oi'ficer•s 
cost: 
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Agents will mean ~. 450 lacs to ~. ?5~ lacs busine 

or an. annual premium inQome of tis. 1$ lacs to ~. 30 
. . 

'. 

lacs. To sta.z:t with, if the Develonment Off~cer . . 
is ·able· to develop in his area a new premium 

ip.come of iis. 2,1acs to Rs. 3 lac·~ in the first, 

year, an· SPnual c·ost •:m the Development Officer 

of Rs. · 12,000 will give a qost ratio of 4% to 6% • 
~ . . .. ~ 

This will be in contrast to the ~~sent high level 

o~ 28% first year's ;ost .rat~q [_'f: Development 

Officers·. This l_ow _cost rati<?; wiU .fall further 
. . 

in future . as the-new premium inco~e through each 
. . : . . . .·: .. 

of qis Block Age.nts i_:pc_r.eases. !twill also be . . . . ' ., . 
- . 

observed that th¢ Deve.lopmen.t O.ff;l.cers' cost 
' ' ' '. . ' . :, . ' ' I • " -

will no longer be, fully allocated to the first 
. . . . '• . '. . ~--. . . 

year 1 s cost inasmuch as. Under the new dispensation 
. • .• . : ! . '.· -· . 

he is expected to and will have to supervise .and 
. . . ' ~- . . . 

control the serVice to policyholders by his Agents. 

For this purpose he will be pro~ed with an 

audit team of 2 or 3 Assistants. The cost of 

audit staff of about !ls. 15,000 per Development 

Officer should be alloc,.ted to renewal costs 

and will hardly amount to 1/2 to 1%; Thus the 

objective of 10% cost ratio for the Development 

Officzr- as recommended· by·us in Chapter III 

Section s,· is not difficult to acl'tieve. 

In the rural areas a Development 

}fficer will be inch~>rge of a Development Block 
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... with· abo'ut 20,000 families. lliere will be 3 
.. 

Special A·.,.ents with 70 to 75 Sub-Age::lts under 

them and 5 to 10 Agents working _directly under the 

Development ci~ficer. The total potential of 

business _for each Develo~ment Officer will, 

therefore, be Rs. 2 crores and hispre~ium 

potential around lls. R laes. To start with, if 
• •ti . 

he cfevelops in his area new prenG.um income of 

Rs. ·1 lakh, his cost of Rs. 121000 ?11 mean 

about 12%, First Year's cost ~atio. . The 

Development Officer in the rural _areas -also 
.. ' 

will be assisted by an audit team of 2 or 3 
,. I 1, o • 

Assistants referred to in the preced~g 

paragra-ph, cost of which will be allocated 

to the r.enewal costs. 
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CH4.Pn:;~ VII .:i L.I.C. AND CONFUTERS 

Machines used 7.1 .the Coro?ration has been using 'Pur'leh 
by Cort'l?ration . . . . . · 

Emoloyees' 
O'l)oosition 
to Comnuteri• 
sat ion 

Card Maehinery 'in its variou~ Divisional . 

Offices for accounting -otii:poses . ever since. 

its inceotton~ . Thi:s type! of ·machin~ry was 

already :tn use by' the big 1etiitwhile· in5urers. · 

7.2 . In August 1963 tlie:cor~oration decided 

to install · c6III?ut·ers · irti its''Divisionai ..Jffices · 

at BomMy. ~d Cal~td.:~; !''llfltle· .the···Ct:illlT.IUter f-or" 

the :s~ihb~y Divi~:l6ilal '\)ftic:fe has already be·en· 

installe~ and commissioned; the Com"Uter at the· 

Calcut·ti:{Divi'si~nal· Orrice'has not· yet been 

installec'l. The Coinputer· at Bombay is not yet. 

utilised 'to ''cap'lcity as ··only· a smali · .,ercentage 

of ·the._:Pol:i.cies of 't:hk · ulvfsion have been 

comput~risecf s·o-' far aild· tl_1a:t' too -only for 

some of. 'the ·:ftrkt 'l)riority :jobs· • 
. .. . ~::. : . . .~-· ·.. ~rt. 

The re,resentatives ·of the All India 
- .. _-:.·.::··· ·. .. .. :., ... '...... . 

Insurance Em-ployees' AssoCiation ·at the 
• o I . • 

c~~tral' ~ori~i, Divisionai' 1;\n~ Bl-anch' Levels' 
~ ·• ~ ~ f: ~ : . • ·r:· . ·. .• . . - • 

were vehemently o~posed to-the installation 

of ei~~t-~onie c~~~~rs 'b'y the Co~orati?r1~· 
The c~Jt~~s ar~ .;art ·of' t"'t~ -~chines use'cf ·. 

• ·. ·r • , ::· ' .· •.• . . . • . ·•. . .• 
by the Corporation ancl_ we '1-Toult:l not normally 

bav~· '~ns~~~e~e·d. th-am 'a·~. comi~g. •lnder oor 

terms of referrn·::r-. However, we cannot 
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affor9 ... to, ignore the impact, .o~ th~ CQin.Pllters 

on. t~ .. ~~inistration. espeei~ll;· 'lt.lell-. t.\1,~ 
~ ... . .... .. . . . •,' ; ' . . . . . : . ·. : ;' .:. ., .•. ' . 

. . :· 
que~ti.pn -~as_ been '?rominently n\.tt · ~f?,re us 

' . . . . . . 

a~·:the pqr'!)oration's· views are. strongly in 

. .f~vt>?J.i ,Jlf;. ... co~ooterisati.o~ •.. We~ have~-· 
. . ~ .. 

~~e:ref,or.~ 1 . thou?.ht it :Ut. to ~XT>ress. our 
0 0 

, • :a 0 , ! \ 
0 

I : ! •, ' ' ; ' ' • : _. ( 

rvieww ··pn• :the .subj ec.t wit~a.ut going .into:· : 
• : .o;, 

c:le.~ilecl~ ?.rg•~epts · on ·this -issue. 

7•.4.. -t· .-on a -ca.reful, .oerusal. of the evic'ence . . ,. . . . .. . . . .· '·. . .·. 

~OO.~o~~- ps~ .it. see~. that the ~;L~~~~ ,of the 

EmPlQy.~~s! .-~f?.soci;~i,pn em· th,e. Tri:."!'l.%':1;.:i,.te . '. . . . . . . . ,. 

Agreement .. :enti~tn,g. tJlel!l.t~ 'l),re:v,iq~. ~PJ.ll:!'\11 ~ .. 
• -:·_: '·. ' • • .• • : • • ,, •• .. •• I• • f} ·• 

tation by tbe Cor1l.oration .on tha.:~s.U.on . . . . : . . . . . . . . . . . . .. ~ .. 
' . -

of install.ation of comouters is right .and the. 
; ~. ··:-· .• ·~ - •. ;· '·' ..• - . ··.-.·. . .. 1 : ;_ .-·-. 

insistenpe of .the Corporat,ion t~ the contrarY. 
• • • • • • • • • ~ : • • • ••• ~ 0 .:· •• • :··· .::. -~ ••••• ' 

is .~o~ c'?r:re.ct • _IHthout ,· hqweve~, re~ .... ~ ... .., .. 6 . 
• . ~ • :. • • ' o. • :• • ';. ' ,· • o .; : • • :I '• . ! :: ".. • • • 

to a ·.le·l?alistic inter'lretation of the Tri-
; : : . . -~<·. . . .. ·. . . . . . .· ; . • .f. • • . ' . : --! . 

part~t.e ·P:-greement the. Corllorati,on 'should~ 
-·-~· ·,.· .· ' ... ···--·.~· ~~---~-·-~.-·· 

in·: our o~inion 1 have .adol)ted a more concilia.-

tQl;Y,:;·~-~-~;,tude: a.~d· carri.etr t;e -~m~i~ye~~· '4th, _it 
•• • ••• :. .. •• . \ f• •',. ·•• ' •• 

rathe~ !=nan ~~graV.ate its l?ersonnel. problems · . ... ' _; :. '. . - . '. . . .. . ·. . . .. :. . .. . -. -. ' . 

and'thq~e of th<> c~try' and th~ G,ove:-·imient 
•. ' •: • , I, : ' . ' ; ,"':I ; . ' ' . • : ~~--· :• :., ·... , -

by taking· too rigid a view on this subject. 
·_;. ··t-· 'j·. ·_:' • . . 

In this c~nnecti?n it should be noted that 

in tbei'r ~mora.ndum submitted to the Sta.ncHng 
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Lab~r Committee by the All-India Trade ~on 

Conpress ~s e~rly as on tha 18th July, 1968, 

they have state~, 11 •••• it ~'\S been re~atedly 

stressec'that or~anise~ l~bour is not ~~~osed 

to tecbnolo~ical .,rogress .'~ In the .,ape~ · 

~re.,ared by the Ministry of Labour &. Emol~nt 
. . . ~. . 

presented to the Stand. n!! Labour Conmittee at . . 
: .. that meeting it was st<:q::ed as foll->ws:• 

'~echnolo~ical adVance itself. will . 
.,rove·.self-defeating unless it is 
made consistent with and ensure$, 
the so_ci~tl P,ood of the community,· 
a principle which has been evolved 
by the Indi~n La b')Ur Conferenc·e and ··· ·: 
aoopted by the G'lve~nment al:!. a. poliey,._. 
During the triP.?\rt.ite. discussions two 
other principles have als~ beet\ .. 
acce-pted, that_there .should ··be no· ·· ·· .. 

· ret'renc~ent or loss of earni:t;JgS anc' 
there shoulc'be. close ~ohsu1ta:t-ion · 
with the emo16yees at all stap.es," 

Our recommenda.;. 7.5 'tie See from the above t~t. the ~1el1S 
tions 

of the lAboor and t~c · G(\ve-nment are not · 
' 4 ·• 

alt':lpether <Hver~ent · b'.1t <i're in the. Clirection 

of canvergence. · ·"t'1erc-forc, there should be 

no cHf(iculty for the <;ove -nment or th§ 

. Corporatbn C':lming into ·contact 'irit't> the Trl\de . 

Union an<" discussing 'tl:iese ·pr,~lems· With a 

. vilf'W to ari-iv.ing at a settle:ment without any 

.Loss of .,restige.. -,Je, theref,re, rec,mmend 

• thaE 'any .further Ste'I)S ·regarc'\ing the• C?!!!pUtez: .. 



should ·be .takeri '_,nly after consultation ~!th 
.' : .. : :. - .-- '..,. 
"the emoloyees • 
~--~::c-··rc :;· 

In the s·aine "spirit,. the .-
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utllisc'ction of the tw') COI!l')Uters - one .. which has 

already been ins~;illerl in Bomb<iv and the .ot.her 
; ·: •.,·~.. t .. :· .. 
~hie~- ~s.to be installed at Calcutta - .c;m .be 
. ; . . " 
c:"iscuss.~d: b~ thr Corporation with the r:m~loyees' ...... ) .. 

Union and some solution arr~ved ~t. But one thing 
: i ·. .. :: -~ · .. ; . - .:. 

. .· . .. ; _.,...... . '· :, ... 
by the' (}overnment that there· mst,.be close 

••• ..I.! · •• -:. • . . 

con@ltaHori· at e~ery stage', shoold. -~·followed . ·: .. ; . - . . . . . ·~- ·-. .· .. 

bY"· the: 'C;;ro'oratiort. . If this is . done'i >re believe -. . - . 
th~re' 's:h')i,tlc1 not be any 2't'e<tt' troubie. 

: • • 'I' 

7 ~6 .. "'•J:n vie~or of .the ~eco~~~cati~~~ ma.cle by us . . 

alrelv"y "'.:'epardin'? -decent·Talisation. ·?f the p..,wers . .: ..... ~ ..... -···:~ ... - ..... · .. . ........ . 

an<" f~.n~tions of t.he Corno:o:-atio_n. ;t:o_t?~. Branch . 

Of.~ices .vrhich will, in effect.,. be functi·onin!! like 
... -_ _;· ... ··: .. ·. ·... . . . . .. . . . ·- . . . .. .. . . ... . ...... . 

satelli.te· insurance Coi!IDa.'li_es, we fo not c0nsider 
.. • .·.- . . '. . 

th10t C0IT!!;:uteris.<~tion is an urre~t necessity.; Unc:ler 
....... ,J • • • •• - 0 - ~ • • •• 

'out: scheme. ~f re0rsz:1nisation the Divisi-,nal· Offices 

w.ill.,h<>ve to· lll8.ke f•~ll utilfsat.l0n- •)f. the .Punch 
. . . .. .. ·~ . 

Card HF~chine:ry already in. use at .these Offices, . :· . ·.: •. .:: ·': . . . . . . .. . 
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8. ~ ' .. · , Any l:usines.~ t;rpanisR.tion to .oo· 'sueceas• 

ful h'\S to .nl'\n its .future I"Ct:l.vities a .Pb.nnin!7 
~ . . . . . . . 

inclu~es estim~tinp and projecting int~ the 
,. ~ . - . . . . . 
future the,sales of its wares in t~e mar~t. 

B~s~d. ~.this th~ orr~~isation will.make ttl . . . ~ . . . . . . . . . . .. . . . . . 

.· ,det?~i(>.d p~~n~ing as ··regarr'!s it~ pl~nt and 

machi'"\erY.~:· :its. sa.l~-s··~rva~is~tion ·•mt' 1ts 

othe;r re'nl~rements. If the org~nisatlon . . . . . 

works with01.1:t nlans ·it' is ~rFainim for 

O:P.~XPected T)rofits anc'l los·ses which C'\n land 

the ~r~~isati0n into clifficulties. If the~e 

is suc~ess it ma.y 1 be.short•lived 1:1nc ach"teved 

because it .-is -WorkitW ·in a sellers' market 01,

because of fortuitous cir~~ances. 

~eC')I!I!lenda- 8.2 : The .P.st.iiii"ltes Committee recoomended that 
ti'>ns "f the • 
Parlhmentaryfuture t~rge_ts should be basec"! upon C:,.,llectiori of 
Col!lllittees. 

statistics o.f potential business through Field 

Officers by._me,.ns of prooerly devised nt-oforma.. 

'Jn this S'l,lbj~ct the . Committee on PubU.c 

Undertakings stated as: 1111n~er:• 

11 In the -Committee':s view drawing u.., 
"f a suit~ble plan by the Corporatiryn 
is abs.,lutely essential for a. nr~per 
and PUMosef'.ll develo'!)men!: of its 
business •. They,. t '··erefore, h-,pe th.._t 
th€ Corporation would draw uo a. Five 
Year Plan of develo~nt of its business 
C'liiUilE>ncin~ from t~elst t.pdl, 196511 

"It ~ms the declared objective. of the 
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· dortJoration to s,rea:rl insurance as widely 
as ry-:>ssible 01.no in "articular to rural.- · 
arro~S •. The Committee W'lUlC' • t'berefore t ·· · 
strongly ur17.e that the Corporation sh:JUld. 
lay much more emnhasis on ,o,ularising 
insurance in rural areas than they do today." 

"The Cbt!lmittee ·feel ths:tt the fiip.tia~C of... · 
targets f.,r rur."'l, a!(eaS !s .a: .Sine g'Ua !!2!1 for 
snrea.i!ing PJ.r81.. busines·s and the Corporat.ion 
shoul~ do it ':in the fui;~re_.,years:;'l' · • .. . ... . . : : . . . ~ .. 

8.3 ThE> .r~en~at.ions .. of thc.Colltlli'l:tee. ?n 
I .. ' .. •,: ; • o ' o •' • • .- 1': • '- ', ~ \ ' ··: ~ 

fublic U:)dereaki~s tvere acce.,ted .by·Gove-rnme~. 
. . · • · · · - ~ • . ~ :. -.-· r t· ·.~--~ . .. 

In a further.·t:'eotly:d<tted 4th ~eb~ry, 1967 
t 1 ••• ··:· ···.: : . • - . 

the G-:>vernmest "st::ited t~at action was oo'inp 'taken " . . . . ' - . . 
' . . I' •' • • ,• ·' . • •' 

to fix se.,az:ate tar~t·s for rur?!-1 .~n(J ·urbkl areas 
.· ... t . 
while drawin~. up the CorporaUo1-:1' s., five ··:rea'li-~ 

. . . . . ! . ~ ··. l . .. .,. . . 

nlan. It is ref-I'ett;;l.ble th,..t neit~r the· 
.... ,.: 

five-ye11r r;>l01.n bA.s bf:en drawn u;p nor-_._any-:- .:· . . . •'. ... . . . 

tarpets for new b•.1~i'nes~ f':lr rura}.~ar.eas<'f'i~e<i. 
. . . . , ..... _{. . ' . . 

The .Corv-:>ration, lilowever·, · unde:r.~ta~Cis .·(from 

whom an<:'! h-:>w it· i"s~ ~·dt c1.e~r) tha.t "lb~t . .:ro'% 
~- ! .. • • ' • 

' . . : I . 

t:~ets would be de·.t'ived from rural .. '!lre.as •? i:l.J ·.· 
. ' •••••.• ..! ••. 

The A."l;._r-:>'ICh of the Cor~:,ra.tion t? ne.w,.busi'ii~-S~ 

tsr~ts .,.._nr" es.,ect<tlly' so in the rura.1 'arMs~:-> 

is ol'l.ssive a.n:-'~ unf">·turiate ~ 

. 8 .4,. :1!.~ "'lres~nt th~: Gor-rio~t ~-o~~. f~~~~~--· 
its -annuA..l tarpqts' ... ;n th~ b-i:sis. of 

, rtia:t:i ')ll 
. ' ' ·, ... ' 

new bJs'!.ne~s nr·'>.spcct.s within each_; 

of. AntNa.l 
tarpets by 
Cot").oratiori' 
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Bra.IlCh by· taking into account past sales • 

performance and the capacity of the ·Branch to 

improve upon itl. Planning; therefore, is 

c;nfined to determlning a percentage increase 

on the bst :year's per:li'ormance by the J?ivisionU 
Office, the Branch Office and the Development 
Officers. Divisional Manager, the Branch 
Manager and the Development Officers d~ 
their own planning by rule of thumb method 
and try to achieve the maximum possible 
results by empldy:i.hg at time.s· high pressure 

salesmanship. 

Peri.odical Conferences are held' at all 

levels starting .. from Development Officers 
. . . 

and ending with Zonal Managers to· review 

inter alia the progress of business. The· 

swan song at. all these Conferences. in 

relation ~o.development of business is to .. ~ 

improve upon the record of business done 

in the previous year~ The brief whleh· 
'• . . 

the Divisional ijanager~ and Zonal Managers 

generally-carry at sue~ Conferences is the 

one given to them by Branch Managers and 

their Development Officers. So the main 

part in the drama is played by these two 

classes o~ ·officers wl-J.o are familiar with 

the tr~nd of business because of their 
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being _in constant touch with .~he operations 

1n the field. 
y 

s.s n'would;:the,refore, be obvious that 

the year's targets by. the 'corporation do not 

bear any direct or ifid.irec.t relation to the 

potential· for life business which the 

~~orpo~ation as a whole shoUld attempt to . ' . ,, ~ .. " . ~ . ' . . . 
I'each~ Tr.is is b<:cause past performance 

' . . 

is the only guide and if that past perfor-

mance has not'' been as succe,ssful .as it 

shouJ.d have been, the future targ!'lts will 

he under-estimates of the task befo;re· the 

corpe::~~ion •. , These observat:i.on,s apply all 

along t~e line from the. Development· Officer 

to the Divisional Office inasmuch as these 

targets a,re ba~ed on the -same unscientVic 't>as1s:.· 

8.6 It ap~ears to us.that the C<):rporation's·· 

Officers, the Development Office'.t's and the 
'~ . . ' ' . ·, 

Agent do n~t have before .. :them claarly defined . 
~bjeotives. There is als~ absence of· seotor-. . ~ ' . 

wise planning .spe=!,ling out. the.~ targets -to be 
··. . 

{!.Chieved ~ithin a. sector in a ~iven period 

of.time based on the potential~ty.of that 

sector. Although in theory,, in the rural 

a~eas sec~orwise development of business is 

stated to be operating, in praotice this is 



CHAPTER VIII 339 

nullified inasmuch as the jurisdiction of the 

Agent is not confined to a particular 

territory and_the Agent has fre~do~ te 

canvas~ life business anywhere in the country. 

8.7 · Planning of bUsiness pre-supposes 

planning the Agency Force possessing the 

necessary qualities. The recruitment ot' 

·Agents is done ~discriminately and the 

Development Officer appears to have t~ 

final sa:y ;in the matter.· The indiscr1m1. 

nate ap~ointment of Agents without regard 

to quality·leads to heavy casualities · 

among the Agency Foree thus disorganising 

the busine s.s: plans. 

8.8. P:::.anning of business also demands· · 

extensive ·random· sample surveys to· assess 

the needs. -~f- .. li~e _insurance by the publ:le. 

tt is only-then that new techniques of 

meeting the ne_eds of t;he public can be 

developed and .the. targets of bus.iness can 

be fixed in terms .of what· is required by . 

various s_e6tions of the. _community •. At 

present. th~re ar-:l ~o su.cn: sample studies 

upon whi!"h the Corporation can base its 

future plans • · 
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To our question whether the C~~p~ration Researeh 
.· Mvisima 

has any ,.Research Division to ascertain the 

ins~a)!ce potep.tial in the vari~us parts of 

the country. and; if not _whet~e r the · Cerpo-. --

ration c:cmsiders it -desirable to start· such 

a Divis:i.on, the corporation has repi:led 

that it has· set ·up a "small Researcfu Section 

in the Development Department at the Cen~ral 

Office,; whiCh' is evpected ' inter-~, to 

Unde rt·ake stUdieS and irive stigations bearing 

~n the potential- of life insurance in 

diffe-relJ.t; are as. 1'· . It will . thus be noted · 

tlaat-even after more .than twel~ y~ars the i . .. . . . 

cor-noration has no full-fledged Resea.!'eh 

Divi$iOn tq_study the j~~uianoe p~tential 

1n the country. . . . . 
s.lO The Corporation has made the folloWing 

ebservations on the probiem of estimation 

or life insurance -potential:-

fa) Potential for life insuranee means 

the max:lnium quant~ of savings' 

whfch can be directe.d_ il'!.to life 

insurance, given the most effecti~ 

sales effort. 

C•rporation' s 
ebservations · 
on estimatiort 
of'Ufe 
!nsuranee · 
potential• 



(b) 

(c) 

CHAPTER. ·VIII· · · .~ · .· ~0 "1"' .... .,.;"I 

' •• ,. . ! '. .. . 

It is necessarY to guess. whether and · 
... ,. 

to ·. what extent the proportion or 

savings invested· in financial assets 
. . . .. . 

and the proportion or new financial 
. ., "· -~ 

assets represented by life insurance . .. ' .. . . . . . . . . . . 
prem~ums emuld be ~creased • 

• 0 • • 

Estimates of ultimate potential are ... . . . . 
of limited usefUlness in planning the 

' 
targets by Which SUdh 'potential could 

be ·tapped. At best :it provides ·an· 

ldea· of the order of magnitude or the 

new business targets and it may also 

help· to locate 'areas in which invest

ment of:: resoUrces may prove relatively 

more .fruitful. 

(d) Estimates' of pot~nti~·Wtll have to 

be obta:tned separ'ately .. for ·each 

repNs~nt.~tive re~ion: .Thi~ would. 

involve' sampling on' an ex'tensive scale 
. : . . '.. .•. . . : . 

and the heairy cost· of surveys is no·t 

likely to be eomJT~n~~~te'. wHh their 

pr ·'ctical:. utility. 

(e) At present the· pace arid growth. of 

life ·insura.IJ,oe in this country is 

determined· less by the. extent of 

untapped potential than by the size 
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and' capacity of the available age_ncy · 

f~rce !md the_ possibility of increasing 

them and this position is likely to conti~ue 

for some, time. . .• . . ~ 

(f) Figures of.national income or t~e savings 

·or the household sector·or the part of . 
such savings whieh is dir~eted into 

financial ·assets may serve as an 

___ appropriat!3 basis for external fere-. 
. . ·~·-

casting provided foreoast of the trend 

of the ·basic se'J:'ies beeome· .. avaiJ..able-. 

The o,;erall t~rge'ts have ~o ~e then 

broken:up according to the relative 

potential of Vari -,us areas.>: This is 

based on some gener·al ·in:d,ex re.,flecting. 

the impoTtanca-of'·_various areas. No 

·such index· is available· in India. 

lJ,ll The above··observations -reveal.that the~ 

Corporation's approach to the ba·sic problem 

of ascertaining· the insur~ee ;-potential is . 

not business-like. rn- our opinion, research' · 

should be given the importance that it 

de.serves. The problem of ,es-timation of life 

·insurance potential has necessarily "to be 
. 

tackled by the Corporation's Research 
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Department. It will also be noted that the 

Corporation has not· thought of. estimating 

the insurance. potential.by_·-~~~d~~t:i..ng direct 

sample surveys ·.a!llongs:t th~ _famili·~s in the 

country with the help. of ·its large Development . . ~- . ·- .. ~ . . . . . . . . . 

Staff and llas been .thinkin_~ in te_rms of 

estimat:;s based on data collected, by other. . '.. . . 
institutions and agencies. The observation 

- . 
at (e) is significant-·anrL1'Ul .. admission .by the 

Corporation, though indirectly i-or· the fact 
. . - ... 

that the untapped ·potentita is great· for the · 
. ... .. 

growth "Of business but the limiting factor 

is -the size an1· ~apacity.of the Agency~or~~ 
---

and the possibili.ty· of ·in ere asing ·it and that 

this position'·t~ likely·'to ·continue. for· so~e 
- . -· 

time. We have separately Nc.omm~nded· thG'" · 

re-organisation· of· the .Agcmcy·ro:rce: ancr·\V'e' 
.. . . . . 

hope tliat _this Will no lon:jer be"· a .. limit1:ng" .. ' 
- . 

factor in the growth ~~·ure·: ins·..irance :tn· ~ · 

this country •. 

Creatioft 8.12 We recommend the Corporation shou1d 
of Research · . . _ . , 

. Departmen~-~ 'er_eate ·e. very well or-gani-S'3d.Research . · 

· · ri~partment to condti'ct. f~dom··~aiiJi:ile· studieg; 
... .. .. .. ":.· . ... 

. . 
1t§. policyholners. - .Th1·' st~d;,-·~houl:d be- witb 
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a view to finding out what adjustnicmts t:o 

make in different life cO.:,:~~age~, to. determine, 
. . ~ . ~ 

thG· obisctbre targetS _:~Q).;·new'ibu:;;iDess, to 
• : ! . ..,. .... 

- . 
and conservation of life busin~siJ.r to ,,. 

'-r· . ~ 'l . -t ' • J • ·1. 

!l~termine the ·appropriate type of' Agency Fo:t'ce" · 
·. -·· ', . .';- .. :~ . ·;·:·~ ·. 

whie'h the Corporation shoUld ha"t!G for differe-nt · 
. ·.: 

~. • . • J ·.· f 

trpes of areas, etc,· The ·Cor~orat;J.on::has a· 

large DeveloR!ilent star,r at it~ dl~pJ~~l 'arid.. 

is ideally placed for c'ond\tcting1 ~uch r~ndom .. , 
. ' .·. .. 

umple studies of a very 'large riuinber' Of' 
• • • 1 ·,: .I~ -·- '! . : ~. ·, . ' 

families in the country. The Co:rnoration·could 
4. 

have ~onducted a st~dy based. on_·a sample of i 

to 2 million families if .oniy each Age'nt had• 
' . -1' • 

intervieWed iO to 20 families.·- ·In :fact •• With. 
,· . . ; . 

its vast _Agency Force tm dorp.oration could 

become the research labor~tory 'fic2r ;investi-· .. 

gation of. many eeon~omic probJ,ems,;·or the nation. 

The collected· <'lata coy1d 'he thtroughly · .. 

analys:~d to trd.eld -l,nport'ant arid revealin~ 

results. 

343 

e.l3 We reeommend that the Corporation 
:---· . . , 

· Co~orallJ:on 
to ave 

. statutory_ 
powers for 

-surveys, 

should be vested with Statuto_ry...;.;P,PW.§l..r§....!p . . 
conduct its surveys regarding potential 

' T ::, 

()f life business_ in. th.e:'couhtr(w~i~h. 
wiD inter .f!l1a·include the she··;,:r ea~h 
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family, its various sources of income, 

its oxpcnditure on important items, 

net income, investments whether in 

financial or physical assets, Gtc. 

8.14 · ·- The present method of fixing targets 

is based· more· on the Development Officer's 

effectiveness, his qualities and performance 

in the past. years' irrespective or' the 
.. 

potential of the area in wr~ch the Development 

Officer is to operate, Bes~des, there appear 

to be no specific areas for the Developmant 

Officer in large cities~ This type of planninl 
.. 

results in multiplication of <:fforts con-

. centrated on certain indiv:i,duals and pockets · 

where it is coriside:r:ed to yia ;I.d quick results. 

Perhaps, with a lesser amount of .effort and 

time if an Agent works in his ~ allotted 

area, he ·would produce better r.:sults. The 

Planning, therGfore, must be based on a Block 

of families exclusively r~ser~ed for an Agent. 

Similarly, the Development Officer should be 

responsibJ~ for· a certain number· pf Agents • 

. We, therefore, recon.inend that planning. 

of busin~ss should start with the Agent as the 

base and r-;;,lated to the notent.i:=tl nf' 'hi., 
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his Block of families. With the Agent·as 

the base the pyramid should be built up; 

the ot~er tiers consisting of Development 

Officer, Branch and the Corporation as a whole. 

8.15 The plan for the Agent will inter alia 

include the responsibility to find out how 

many families in his allotted Block are 

insured an0 the scope for selling further 

insurance to them. He will then plan which 

of th8 fa~ilies, who have already been 

sold the concept of life insurance, can be 

tackled for further insuran9~ in the first 

phase of hi_s plan. He has also to analyse 

and plan how he proposes to bring the rest 

of the families on the books of the Corpora

tion in the n~xt few years for a minimum 

sum assured (say, ~.5,000) per family. In 

respect c.f those families who cannot be sold 

even such minimum sum aRsured due to their 

low incomes, the guidelines could be provided 

by the ~orporation 1 s Research Dopartmant. 

as to how best to extend the benefit of 

insurance to such families. 
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I 

Planning 8,16 We, therefore, ·rscommend that planning 
of business 
at all · should include: 
levels. 

P.lanning i vF ~.u"' .o.1.ocK Agent, or the 

. Special Agent (in rural areas); 

; Planing for the De_velopment Offieer; 

Planning for the Branch Office; 

. Planning. for. t~e Corporation as a wholet 

Tl::tis m~~'9o~ which has to. apply to. both 

urban and rural businJss will have the ·:rollowjs::g 

advantages:-

(i) Tqe Branch Office, the Davelopment 

Officer and the Block Agent or the 

Special Agent will know the tetal 

potential available and how to tap it 

successfully year after year. The 

development of business will proceed 

on a planned basis throughout the y3ar 

without any attempt to put in the 

maximum amount of business towards 

the end of the y~ar to achieve tha 

target, 

(ii) There will intensive development af 
every area in the country· rather than uneven 

development of life business among certain 

families and pockets. 



(iii) The. targets- for new business .-will. be· 

on a scientific basis and Within" easy: ... 
. . 

reach of ev3ry Agent. 

(iv) The Agents and Developme-nt Officers will have 

to expla.fn why certain-· . '--~ ~-- -_'-spGcified 

familic S - ar'e not- brought Ol:l "-the h~ks of the 

-Corporation- as every- faniily will: re eeive 

attention of the Agent and ne~lopment 

Officer. 
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Nationalis~.- 9.~ 
tiort a mile- . 

Nationalisation of Life Insurance was 

stone towards·. conceived in a genuine spirit 
the goal or. . . 

of service to the 

socialist±a people an_ d ... to. achieve our goal of a socialistic pattern of 
society..: 

.. pattern or' society. Therefore, about the role 

of the nationalise~. Corporation in rural .. develop

ment, it· would be relevant to qu9t~ from the then 

Finance Minister's broadcast. speech on the 19th 

.r anuary 19 56 : ·-

"The nationalisation of life insurance 
will be another mile stone on ·the road 'the 
,country has 'chosen in order to reach its 
goal ,.,f a socialistic pattern of society. 
In the implementation of the Second Five. 
¥ear Plan, it is bound to give material . 
assistance,. into the lives of millions in 
the rural areas it will introduce a new sense of 
of awarene.ss . or· building for the future\, 
in the , spirit .of calm confidence which 

. insu.rance.· alone can give·. It is a measure 
conceiv~d i~.a·genuine spirit of service 
to the peop~e. It will be for the people 
to respond, confound the doubters and make 
i~ a resounding success." 

Rural Develop-9 .2. The Corporation, ·"considers~~' that rurax. 
ment Corporation4 s · · 
difficulties~ .development will undoubtedly rai~e savings' 

. . .. 
and standards of living of the ruralpopul~Uon 

and incidentally' lead to an inc:rease. of the 

potential :for life insurance in rural ·areci.s. 

The difficulties cited by the Co;rp'oration in 

its active assistance towards rural develop

ment are. however. as under:·-



(l) :AgricUJ..turiil 'credit reqU:ires·ra. g~eat· 
dt;la.J, of specialise~ expertis.- .. , 

. . ! . . . . . . . 

(2) 

(3) 

Local knowledge i; required ·to ~ssess 
er€l9-it..,worthir).ess. and produc,tive .... 
potential of the· borrowe·rs· and· the~r·· 

. p.rospects for securing .timely access 
to the various :tn..: put'S hE) ce·ssary 'for 
crop product ion. . . . .. 

·TWo-thirds of the cultivators have 
holdings of iess than --s:acies' and, 
.t~erefore, t~~i~ aQil~ty to vse 
·borrowed fUnds f'or productive · 
purposes is doubtful. 

( 4) Ea.sy credit m;Lgb.t . incJ:'e as~ the.· 
. butd~n o! ;indebteO.ne s,s. · · · 

(sf Ru:r:8J. credi, t. iS ~ :sp~ cialised fie-:..~. . 
·. ·and .t.ne_. Corporahon' 9;oes not possess
. th~- exPertise. 

(6) .There· should 1J.e sectiri,ty fol' invest-:: 
ment artd good· I).et' ~etlirn< · 

··., . •· ' • • . .: . t. . . . 

(7~ . The c_orporadon: is. alre·ady contri-· 
Quting to ruraJ:' devel·opme!jt _through 
l;.9J:1d :Mortga:ge Banks·, Eiec~ri·ci ty · · 
Boards , .loans to.·. Co-operative SUgar 
·Factories,· i:\:ss.itance ·to ·f'in<;mcial .. 
Corporations and'subscription to 

.centraJ. .and State Government loans. 
• . l . . . . . . :·- . :. . .. ;.. ~ . . . . . 

(~) Ii'liral housing is a problem of callosal 
· dime,nsions and i-s a ·special.ised field .... 

of activity. · · ·. · ·· · · 
•' . ··. -~- . 

(9) There is no special adva'ntage' iri; .. 
setting up . .a·:Rura,l Development, : . . 
Corporation·either as an independent 

.. .organis:ation .or as·.a .separate wing. .. 
of t~e Corporation •. Furthermore, 
there would be nb particular-~dvantaga 
in limiting the scope of- such an · ' 
instit\lti·on only to, the policyhold,ers., 

• 0 F • • •. 0 

9 ··3 · In our view, ~owever.· ,_ if·.· the Corporation. 
•' . ~ . 

has to f)9netrata into the remote.st corners of' 
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·the country· for· spre ad:I.ng the message of 

insurance it will be >necessary t.o present 'it.~, • 

right image to the" 'rural population. The 

rural people are not in a position to 
- . 

. . 
know or. realise the part played by the . . . . . ~ .. · 

"corporation in rural development if' the 
. . . ' . . ' 

Cdrporation r s funds ax:e, routed through ·:tho 
,. 

brganisations mentio;";ed bY the Corporation. 

Moneys advanced through the Land Mortgage ' 

Banks, Electricity Boards; Goverrmient loans, 

etc~ ;: are not kno\'!1 to the rural popill.atiorr • 

. ' bir~·c~ 'investments by the,- Corporat;ion by · 
'"·' ·' 

.the establishment of a. separate W;!..ng of 

the Corporation '\v.l..ll enable the rural 

. people to identify .and appreciate the· 

role of the Corporation and will enthusi 

them to ;i.nvest t~eir savings whether by 

way .o! lii'e insurance premium and/or. 

deposits·. ·with the Life __ Insurance Corpora,.. 

tion. This will have a big -impact on the 

development of the Corporation's life 
,. 

business in rural areas. To the extent 

·the Corporation can pro'lli..de necessary · 

eapital. to· fudividual farmers for 

development of the 1.!' farms so as to make 
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t.hem risk-pf~ci·r. _from vagaries or· n:;tturE1·· 
.. , -~-J .. ,-:,...-;··· .... -·~~ :)r:: :~ii~~~ ;.:i··;j;:~-~::· .. -,;·~:..-_· .. i~; .. ·.· _ ,_"~'. 

the Oorpor'ati6~ Will be contr1bu~~p.g .. to: 
'' '·-~-.--<: .. .,-f._··~-';[.~.~- :-_;.:-:'·.;4";_-.:·o,:": !'' .•. ' !~~--- .-.~· ••. ·· 

the Eiconom:fb "grbw~h ·a,nct. prosp~·rity: 'Of 
.. :'·.· ···.-. -~---· !'•; ,.- __ ' -~·::.-~: .. -~:i~----- .. :·~-~:_ .. 

the eount# by''proV-id.ing stal?ility to 
... . --~. -~ '-~ . :. -~ .:· ·.• :~· ~ ·.· ... ~:-· . . . : . : '.'_ -.. 

agrieul tural ·'prol:fuct l.on. · Insurance ..... · .. 
• -J_ •• ~. __ ,,.. i.~·," ·"'"!.':.·~.:::·_ -·:: .·-.... · ~- --_--.~ ... ,"~--·~-

·. eompanies 1n~:t6reign coUntries, partiqula,rJt 
. • .• ; • •.. .t. { ,.-~·:··· ·.: .. ,.-. _; . .--> ... ·.. .: •: .. . .-··_:·. :: 

. 1n 11.s.A. have. playecr a big pa:rt ·in the 
':\\'. . .. . . . . . ... . . . ·. 

deve lopmep.~~ of:-.~agr:icU:!:tute-. · · ~-: ~ st~ . ' . . . .. .; 

m$nts .~f.,i-~tro_pol,i,.tan.:w~~. (:U.s.~.) 
. ;-·;.': ~~~::L:~·~:: ._._. __ :"'· .. ·:·.<--<. ~-~ 4 ••• :··._,_:- .:··.·, :,-; ... • • -· •• ,. 

alone .~:·mortgage loRns on f'arms aggre:gate· 
$594 ~Uii8n:J .- . --'· . . · · · .... · · 

-. r' . -~ "-~ •. 

9 .4 . T}ie. national,' ~:! cono:ty needs · ril.a,ssive 
. . . .;. . : . -:-:~: ~ ~ . :. :. . ·:. :' ·. ·. _: . . : . . . 

d.o·s~~- bf~·1.a,pitaL . ThB ca'PitaJ, 
··:. -~~"--h~·- _;:· •""'{ ·.~ • ;o' ~- .... :;.. : ,• :. ; ,· •. . • 

:pr¢gJ:"amme for the· agricultur~· a,n<i · :·' 
. . . :-. . ·. 

Art::Lgaaon iii. 'ottr:.count"-;:y:_. is .as .large 

;-££~i:;:t_or industh ,·~d ·.mining •: · ~t \s · 
... ., .......... ~·. . . ' 

'•, : • ~ ' • I' ,• ' 

estimated that 75 mnl16Ii -acre:~ O'f land:"; . . . . . .. . 
is irrigated .:arid yet . this 75' ·ni'ill::l:.on 

acres o_f land -is .;.~ot. ~:s~c:fully .. irrigated· 

as to make :!-t.-::r;i:sk'· proof' 'and ·thus·· t6 · 
·.~··': · .... :.·.·:;;.·· .. ·. --;:.·-_ .. · ..... :·:. : .. :.: ·:. ~· .. ::.< .. _·. 

yield "pt1mum production. In 1964-6o 

the are~ sowii more ,'than once···~a~· .. 
49.9 ricl.iiion ~ere~ .-,and. n~t- areii irrig~ted 

was 64.7 m:Uiion ~Cire.s --an.a ':ti·: <}.'()Uid.: n~t' be 

tha~ · ai~. that wa~- sown ~ozoe \than:dtib~-'"'~;: 

.Qa:pitiil needs 
fbr agriculture 
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fully irrigated. Even from the point of view 
irr-igation. th:lNf\'r,:.., if 75 million acres.are 

fully irrigated and developed to·make it 

risk proof ahd ratse 2 1/2-3 crops on such 

land, it will require a large capital outlay. 
' " 

At the rate of ~.1,000 per acre, the programma 

to raise optimum production from 75 million 

acres Will require a capital outlay of 

1!!.7 ,sotJ crores. In view of the limited 

resources, such a programme can be implemented 
' . 

only in phases. In the first phase, only 
~· .J . 

sucp farms ·should be t'ackled which· can be 
. ~ ' . 

developed at minimum capital cost to yield 

the largest ret·.·rn :and in; fubsequent phases 
~ -- .. -:.:_~. •*•':·- ~ .;.:~- ......... 

tho~ .. -m'Q.re. costly to harness may be :tackledl.. 

s:.:5 - The problem o:f" RUrhl. ·housing: is ·or: 
:~bllosal' dimerisioris as. according to. th~ 

Efstimate s available 63 ni:tlliori ·:new h6use r/ 
are required in thei villagEfS . Which Would." : . . . . 

mean. an ·outlay of: neafl.y ~. lO,ooo· ·crote·s;·: 

tt woUl~ be impossible f6r Yariy single~:::· ' 

age'ncy to undertake this colloi:ial''t'aSk, 

and ·:i.n.'this great national effort 'the , 

Corporation· should play :fb3 role·. 6 ThEi ~ 

shi6u1d'be 'no insuperable difficUlty for· . . ' .... : . 
": :· - .. ~ . . ' . ,. 

the Corporatipn t·o·gear up its''organisa-. ~ . ' ,. .. . .. ;: ' . 

·£ion .. andne1p· the development 'of ·rural· 

hoUsirig 1.1Ilder a phas_eQ. . ..P.~ramme CYVer ., ,. 

to be 



• ;.-~; .• ..:; ··r.·· '·~· ... , ',.:~ · ·, · ·~··· ::,, .; __ ,·, ,: ·:; i _·-.:.::. ~~: 
a decade. Inves~msri'l:is :;~1'i\rU:ral }1ousipg by· 

•• • . , .. r ··"·'~ -~ ·. · ···•·':· : · • ,_·._._._- -~-~ (i_-.:· _. ~ ~r.: _·>"?·'; ·T(.;:t' 

the corporation w:r:ur·b.ave··'·a 'big- :tmpact 
.. ~ .. 1~ : .. -., J :·.:-.· ·~·::;:_ ;,. .-: ' ,:i.-._ ._l~·.-. 

on the d~-velop;Ji.Jr:.t :or:-:t:ura:l' ousiness.~ ·: 
. ... ,..: r .: : . .. ." r~ .:, : · -: _. . :~ , · ~ :·- · ;,. _j- • ,. , · ~ J:. •.... _ . 

9.6 .. A c~'.pitaf ·:"Qr6·gramnie :of' this· raagnitud.e 
r t .~ •. !_-i-- : ·j· ·. ·-- .. , __ )'.J i \·~ -t.(u·~~--: ,' :_~i> :.:\·-~;':' '-

for the rural ·seCtJol':" :;wil1> depend· largely· 
- ,.. .. ~:~-~- ;!~-"' _·· . .-_\·_--:.J·:--_.{, ·!· :.:~-~- .::~n. ~- -;!·/~. -~'_.: 

on the ge nerat :i.0fi. ::'Wjd>c anaihiAtion::.:of!':.'the. 
' • I • '' ~-i:: --~ r ;t-(-: -_\; .. , .. _): ;~t)l~-; ~-'!I r·: .-.... : .. E::"r·~ ·'!·:."'1.·_.; -~~ ~ ; ~-- .: .. ~--J' 

say~ngs c.fthe ·rur'aJ sector }tself 2 We 
--:· (,:\ :,-. t:u·'~- f._.:-t~f-·--.r: .. .::J _ _:-;:;r...·._,·:·-:-~ J.~ :t•-~.-. ·~· !~.:/.· 

qonsid.er that th0 · Life·· Insurance Corpora
:'( .. :: j~:;_,.i.~_.:~ ,·>;··:{ :,-~:. :·~ .• : .:~~ :~'-', y:_.' :\·:},':~ .'I 

tion is pex;haps the only o:::'·gr&riisation suited . 
• ~ _'_ \ '.'~, ~~'-_.~i ., ..'\ "':>. ,<.~1 :_--~f ;..._-:_·.~~. _r' --~ --.~_- :•/), i_: ·. :•t· :,--;,0":_-r,:; :.· :~~ ) .. : •-":.·,· ·> I -~-e 

.r,r achieving t~1:i.s. obje.~tive~ ·. This. obje ct.1Te 
J ... ; _;:.:!·_ -j ~-- ~ : • •• :.~·, ~ ~- .!,. <: _: .: ; -~ ".:' : ,_r, ~- i- ;_· ~ :;.· _: :·/:t)_-~ i-t~ ~ _ ~'L .-.-.-

can be achieVed "()!lly if by its· nerforliiance 
. --·; '";:·:;_~·-'~j~---:·,'.•::.:-:)~"t:j:·,<-::>:-~· ,·.···."··~·{·-;·.; ~-~·~·- __ ....... · ..1 

the Corporation is. able.iQ_qonvince the 
. . :····;·:~t-.. ) .. _:·_.-~-·~~:-!-~_:·-·,:~---~-··,_,~::·. ;:-:~7: .· 

rural populati~n tha.t all such savings , 
, _ : -·~ ,~:\ >-i:'~W· .\-'.-~; ~-. -:~ ;: ;':_: ~:_ : i .. ·.:J :: --~ __ . _- ·:: ·,r 

are being hari:J.e,ssed •fO:~ th~i'~: pene-f:lt,:.' ·: 

only. He .recon'llena;.::t~~t '·th~· Domo;atioi 
. ;.·· ·-:->'-~-;·}. ·-~~-.-··_-- .:,- ._ ....... ; .. 

should introduce .sch8me s f'or, Farin Loans , : ... 
·-,· ··:.Y'-'?··.-.. ~-~----~=-.: ·_. ,' .-.·.: .... .- ·. -··-··-_·. 

and Rural Housi~~.e.Q; that the rural '" ;.,.c' 
'l ·-.:---:·_::_-_4·l.1~-~-~- l·- .. -.·: ·,. ·•· .. '·" 

population is ,~'lble.,: t(), ict_enj;ify: and. ~pprec,_i 
. - ·--:~ f_t·t,.-·~ ;,-_~ ,_.:~ --:~,,l; .-··· ~·· .... 

ciate the Cor.uar.a.t\i.on-1 s· · rne· ,·:i.n· ru'ral , . .-:. · 
· · · . · -~:_·-~-~~--~~:'··., :·.: ~.-:.:: \( .. -~~·l;~_-_J ... ·-~~--:;~Hn:.; .. '::.;.~ 

develupmcnt the n;¥:1i;2>.inaJ.dng:.l·H'e~, ins:u~wrce ... '-.- ... -.. _ . ). . .· . 

purpose.fu:t·. ,. at t!!act.±ve-., and . p{tp11ia:tn in::. ··: .. ;;_ .,. -. .. . .. 

the villages • 

The natioiraJ,:?itic~fu~·;)_nJ·1964:..:es .. 'M;~iii~atiorf 
· . , ·-·.. · · .. ; , .. .. . : ,. ,,, ' ;:; of• additionahJ. 

agriculture''Was Rs~ · 1b·;~JOo: crQ.res.'' . rural incomes·: from 

Even 
· · .... ·. ·. . .. . . . . :-, .: ~· . '. _; ... by· deposit·s oil. 

after- alloWing ·for the drout;bt · · .. · -:·attractive terms. 
·-.··!. 
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. condi tiori~ in the succeeding. two· ·Y-ears t 

namEllY, 1965-66 and 1966-67; a:gi'icUl.tural~-; · 

incomes have go~ up substantially iri 1967-

68 on account of the- bumper -crops. · On· a · 

conservative estimate it seems to ui that . . 

at least Rs.2 ,ooo crora·s of additional gross. 

-income should have· accrued in the agricultUral 

sector during 1967-68~ · This additional agri

cu1.t··ral :Income of Rs.2 ,MOcrores could have 

been effectively· tapped by' the Savings 

Organisations. Life insurance_ schemes ~f 

the Corporation with provisions 'for attr.aot-, 

ing deposits over' and .above the regular. p·ay

ment of premium~ could· have gone. a. long way 

1n mopping up· a substantial part of the •' 

extra agricultural·earnings.at least of the '• 

richer sect~oi:l.s of the agriculturist's au,l-ing' 

the ye11-r 1967-68. Even if fity per cent 

of it were mobilised by. the . Corporation it , . 
- . 

_w~d l].a'?'e done _a great s.!3ui.ce. to .the. '.:nait.iPnal 
. . 

.eco'noniy. · Mo'h-ili:sqtiqn .of s_av:J.,ng.s of .this,.:: : 

order would have_ mq.d~ _a :tl;'~_lilendo:us. ~mp.?.ct: -~~i.,,. 

the national e.~oP9Jil.Y ·:~,p.· g~neral.-.azld. ·on 
agricuJ..ture in Part;i,cuJ.ar.: .. Wit~. thliC.se.r.:V:~c~ · .. 
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•, ... ' 

recommended, li':te~·insuran~e:. should be 

an l$ffeetive medium for. mopping up the . ... :·. . . .· 

surplus · incomes' in. the ruraJ> sector • ... 
!~ .. en?.pte.l;.. n:r.· Section ·1, whii~ 

dealing with .:th9:.s¢da1· charaeteristi6s of .. 
. 'l : 

the agricuJ..turaFse-ctor we have recommt)nMd 

a syst~m.··Q:t:.deposits··be.ing ·r~ceived by~ 

the ·Corpgrat:J.eD:: from 't:he ·policyholders a:r . . . . . . . . 
harvest .. time :on an 'attractiye rate of . 

' .., ' . . 

int~re·st. : .. Tne·' ruh.1· ;oii~y w11i have 

bu:Ut..:iri advant'ages ·.ro·r tb:i :farmer such 

-as borrowin~:.r~ciii'iie s . for p;Oducti .;e.-
' ., . 

·purpose$ ·:~u~: to ·'nl·time; hi~ de:p'osit 

{ 1n 1 havine; q,efined vaiues) with su:i.tabl~ ... 
secul'ity •. At: the time· of a gobd harvest 
the. Corpor~t:f6~:~~~~id. oe-·able 't'o mo~ilise': 
savings. 6t. the' orEl.er of ili.' 5'd6· 'crore s to 

. Rs,.i,ooo er~r~~~ .-· 
,. . . . . 

. 9.8 . E-Qr rura;L' d~rlreiopm!;lu.., J..w.: .... u.y.~ .. .., 
... 

rural h6usl,ng, w~ would recoffimend tm ·· 

formation of ·a: :Ri.irski ·development. W~g 
'· I ' • ', 

· · in the Life ·rnsurance corporation, The 
Wing. !hould be ·headed by· an·:zxecutive' 

. ~treetgr pt the Cornoration .. Nember of the>' 

l3o~d;.:.;,.f Di:e ctgt's; ·. The ·d1f;f!c1JJ.tie §, 
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cited by the Corpot>ation in .:'".':'"lro.~J to its-:. 

active assistance towards rural development 
. - ~ . . . . . - ; 

which we have mentioned in paragraph 9.2 . 

are,in our view, not insurMountable. The 
: .... .. ..... . .. ·~ 

Wing shoul~J~~>ve. itr· oWn field staff:. to 

the farms and supervise the 
. ' 

' .•. ·. :. ._.. . 
credit as well as providing timelr technical 

guidance to the farmers, Further, "tlil!i! ... field· 

st~ff should.' consist of agricultural"graduate·s ...... . . . ' . .. . . -
specially train~d in proce.r;sing credit prono.S@ls . . .. . ,. 

received from the agriculturists by cond~cf:i>ng; 
.. 

Qn the spot inskaction of the farms. Besides, 
: ~.. • • 0 ·.: ••• 

the Specia1 Agent· of the co.;;poration in the 

rural ar'eas.'and.' the Developin~hi ofq6er · whl ... 
. m . 

have lOCal kno~edte to asSeSS the credit.:. 
.. 

worthiness of_ each borrower anQ....their prospects' 
. ' -·'. · .. ,: . -: . ·\ 

in se·c'tx:r'ihg time::!y access to the various i'!lputS 
. . ~ · ..... -.... ·'· ~ ' . . . . . : 

neeessary for atricultu:htl production •. The farm 
- . . . 

~l~Q~an~s~w=i~l~l~n~e~c~e~s~~~a~r=i~l~Y-·~h~a~v~e~t~o~b~e~g~i~v~e-n~f-o~r 
·. . ~. ': 

.:.C:.:.o:::m~p:.s:aw.c.::~t~_·..Si·an=.a:.-:.v.::i""'aW:b:.:::l::::e~hW:o:.:::l.:::d~i'"'n!.l:g,..sl......':t:.::6~e:.:l~-i:.::m:.:i~nlo5· a!.:t:.::e~· .. r~·i..,s~.:..k:.oS14·~. :: 
;... ..... 

The security of the land , . the' f' arrre r Is own 

deposits with the ·corporation referred to b, 

·us in Chapter III·-· Secti0n t and th<J life·-· 
~ ... -

insurance. policies ·held '!:J.y him should make tlle. 

lean se eure and at the same time enable the 



· ·cHAPTER· TX":" 
; ·;·:. ·~ < ---~ •• 

Corporation t~-·e.ar:n· a. g~~£ ~~t;;rn en farm 
·.. . -· . . ' ., . ~ . . - . ' ,· . . 

loans., T·o be'gfit··J:ffh, -~lie" ·c;rp·6;at~cin. · .. · ·· 
should ~·~'al:::~H~:-~"'e'-ai~1m.-ter~·--~~d. i;~·,;· t~·ii. 
loan~ to ~~i;icuff~~i~ts io; :pur;~se~· ··o:r··. '· · · 

l~nd impro~:ili~-hfs.Ti-~e· .. sinH~~- 6i_:t~b~·~;,eli:§,~·
cle arin~ ii~ ·~,~g{~'~ ~· la~d'- re clamati~n ': .c~~-~- ... 

. l ; . . ' . . 

truction. oitrrigati~n and; d;~in~ie.cliann9Js ,: 
• • ·• - - ' • • • • • 7 • • ' • •• ' • -

fencint{·et·c: ;··and :p·u;·~has~ ~f ~g;icultural . 
'· '-~- .... -. ;_ - ... -. -;, . ' ~ ' . ~-- -- :f. 

machinery, 'naineLi. ·irrl.gatiori·-£~~ ~et::;, nower 

The 
; •. ~ 

sprayers'.· ):iowe!U tiller12 • tr.".ctors, etc. 
,:.·. ··- ,. . . . . . . .• . ·- . -· . . . -- . 

agriculturai credit• should be covered by . . ,. ': 

mortgage of }?roperties. =.tnd/or hvPothec~tion of 
.... ··- . 

agricultural--n'tachine.ry ail.d rurther sec~ity in 
the form -of·· ... life insurance policies: as :under 

' ' . \ 

9.9 I:a ChaP,tE!-r -III .- ·.section e '- We Fllrid.s fol' 
_,.. · . . . . . · Rural r • . : ~ 

have re,C'Olllmenped: that the Corporation: shOuld · DeveJ;.opiitent 
. . . 

invest 25% of· its inve·stibie funds everf 

year for' rural' --de-velopment. Be sides, ·the · 

Corporation· ~ll .. be ·'able to inobilfse rui-al. 

savings of • seve-ral· hund;red · crore s by ine ~s! . , . . ~ ~.. . . ' . . . . . . . 

of deposits ~t·.~?.-Htactive .. rates.· of··interest. 
:. I • • •, 

The Corpt~r13.tiori .will thus · have· huge rezource's 
.. -~<... . • 

. -
for rural devel-opment in a very effective manner-. 
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.. \: 

Ushering 9.10 .The formati0n of the ~ura1.neva1opment 
in era of 
prosperity Wing of the LifJ :J)J,s~~?n..c~. qorpo~ation'will 

usher in a new era c;>f P;"O$P.~~ity .in ... the· . 
I . 

agricultural sector by incr.e asin~ the • ~ 

productivl.ty -of the agriculturists and tnu.s .: 

reducing our dependence on imports• The 

generation of higher agricultural: incomes 

will automatically enhance the potential· 

for development of life insurance in rural 

areas and effectiw).y moblll.lise rural savings 

for national development. The recent entry 

of the commerc'-al banks in the field of 

agricultural f~~c;_i~g should not,.J~e 

advanced as an argument against the 
-·. ~ • • "'. ; -· -r . • J 

~ ~- ' 

~Oo~oration.' i3 entry in ~'bis .fie.ld~ -: Fo~.·:-

a Qy-nazn+c. and vigorous development· of, 
. . . . ' :. ' . . 

. ' ~ - 1 
:. ' ...... -

a~ricul tu:<J~ productiqn, · compe ti!).P,; 1,, 

agen~;I,e s should be an advantage r~thelj' . ~ ~ 

than .a disadvantage for achieviug the··. 
.. . . . 

Qb je cti ve and ~ nat ionalil:le d agency .is, in - ' . .. .. . - . . 

?ur opinion, better equipped to do so. The 

message of life insurance, wi?-~· be "irit. large 

in every village in tt.e country on account~. . . 

of the. rapid strides in deve~opment. 91 

~:~-grieul i;ure through the agency of the. 



; •l""r • • r. ~ - :. ..... . ' :· ·-· r._ (· ;- ., .-· ~-· 

Rural Developme rrtrdfipg wt:. the :GO.rp.Gr;itn;:hh.~ ~ . .· 
. ~ ."') I ·, . I . :-··-- . -·- I j ' • • ' - · • · • 

. . . 
9.11 Th3 Rur_1l::Dgv..-::ddpme-nt Win;g _;:~ ,., ~:,.,')· ~ :Win'g:ts : -'se;ra.rate- · 

·:.·• .... · ·----- .. ·- -··--- Budget & Accouuts 
should h ave its · owi1, Bu~s~~ & 1\~-~?u~ts 

· · ·· r · · : ._· ,- _i . · .. ~ ~ :! ... : ; . : ·~ ... _~ _; .. .... -: ~ : _:. . .. . ; --
including nrofi t anq loss <=tr.count s_o, . .. 

( l : :. . r: . :~ : !\ ..... ·· ~ -~ ,:;":. ,.:.- .. : - .. ~ .• ~ . 'f •• ~: •. • . : :_ :. " . · ••. 

that it-s · ope r 8_t i ons · and achievements -. . 
'"~·7 r'', • i ~ ' I ·: ~·, I .> ', :. '·~ ·: . ' ' ~ ~ ', ... ~ '.' ~ 

are known wide ly the r epy furthering 
• • • :· : • 1 ~ : _! : .t : . ' ~ . • •. :. .• ~ . . .. ' . .:. : ~ 

the growth of lif't3 business j 
. , ':Y : ·. :": ' ,:•. · 1 • 

4 
:· •• ! 1 .: r.' ·~' ' . • :: . 



CHAPTER X 

GENERAL INSURANCE BUSINESS 



Introduc
tion 
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. 
10.1 _->we- -ha:ve ··to make it. clear at the out-. . 

set tbat: as M:(.. B.K. Shah, a M:lmbei" of the. 

Group, is int-erested in General Insurance 

business in his. capa~_ity as _the Managing 

Director of the New India Assurance Company-
-~· : . ~ 

Limitzd, he did not take any part in the · 

discussions of the ~roup with regard to 
. •. I 

General Insurance business of the Corpora-
. ~ . . . . . . . . 
tion. The following analysis, comments and 

conclusions are, therefore, t~ose of the 

. ~ema:Lning •. ~b:rec . members of thE) Group only. 

and Mr. B.K. Shah is not associated with them. . . . . . 

General .. · 10 .. 2·· · ·. The Cory oration commenced General 
Insurance . . . · · · . - · 
Business ·rn~ance business from 1st April, 1964. In - :.. .. ~ ~···"' ~.-~. : ... ·... -~. 

the: be:ginning ,- the --administrative work 

relatin'g ·to Underwriting and Claims t£ General 
. . ·.' ·. ... . 

- . 
Insurance: business was confined to 19 Divi-.... .. . ..... ..... . . .. 

~i~~aJ:. C?.ffices on-y. Subsequently, however 1 

the'W'ofk"was decentralised to an·the 38 . . ... 

Divisional Offices of .the Corporation. The 

Corporation 1 s Branch Offices are- authorised. t<;> 
- . -

issue cover notes (or ~surance certificates) 

in respect_ of Fire, Motor and Miscellaneous 

lusiness. Specialised classes of business 

Like Marine Hull, Aviation Hull, Guarantee • 
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etc., are handled by the Central Ot'ficeo~ 

10.3 From Ist January 1966 in 

accordance with the directive issued by 

the Government of' India, the insural ce 

of properties or goods under. the direct 

Insurance of 
pro~e rties · 
corrrolled by; 
Government · 

or indirect control of Government .;is 

required to be placed with the Corporation 

only. A special discount of 15% in respect 

of Fire and Miscellaneous and 10% in 

respect of .t-1arine. is to be allowed for 

all such risks under the control of Govern-

ment. 

10.4 The General Insurance business Progress of· 
General Insurance 

written by the Corporation from 

public and private sectors during the 

last three years has been as follows:-

Gross Premium income (in lakhs of rupees) 
_.Y,:::.e~a~r ________ F;:.r;_o~m~. Public Sector From Private Sec_tor 

1964-65 
1965-66 
1966.,.67 

Negligible · 
157.18 
544.89 

10.5 It would be observe4 from the above 

that out of the premium income of about 

Rs4 7 .. crores 78% _pertains to ryublic sector. 
. . 

which business comes to the Corporation 

automatically under the Government. 

46.52 
99~88 

154.78 

78% pusiness 
of Public 
Sector 
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directive and involves no saJ.es efforts -. ~. 

and very_little expenses. 
. - •. .• . 

Transfer 10.6 
of General 

The Corporati?n's subsidiary; the 

Business Oriental. Fire and 
to o.F.&G. 
Ltd. Limite·d, has been 

General :J:nsurance Company 

ope·rating in 'the General.· 

Insurance fie~d since the inception of the 

Corporation. Even _after. the Corporation 

started general insurance business in 19649. 
. . ...,~ 

the "Oriental11 .has ..continued to operate :1;1· 

general insurance business as a separate 
.. . . . - -- . - _, 

. I 
organisatioP eompeting with the C~rporation 

as Well as the other ~::iyate sector coml.'Janies, 

In our opinion, there.is r1ot much point in 

the Corporation transac.ting .general 

insurance busin~ss also, especially so, whe~: 

its performance in the life insurance field;' 

is far from satisfactory. The duplication 

of effort in general insurance by the 

Corporation and its subsidary is apparentl: 
I 

.wasteful. Se condl.y, we feel that the 

Corporation's energies are being frittered 

awa_y on try!ng to attract a small volume · 
' 

of general :Insurance premium from the . 

private sector, when these should have 
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been concentrated on the far- more import·a.nt 

objective of ch~nnelising.the national 

savings of. the order. of Rs.l,OOO .crores •. . 

annually into ·the development of .the 

.national economy throUgh. a more e'fficient 

organisation .of. life· ip.surance business. 

We at;e -of ~he Opinion that .the· 

C0rnoration .m~st. concentrate :on the 
I 

:::m"'"o:.=.r..:::e~i.:::m:.~:P:..::O;.:r..::t:.:;;an=t~n~a::..:t::.::i~or:::.n=:al==..._t~a""'s2.;k~o~f~·~· d~&S<.~~~ .,..._J JJonM;,:: 

)ng life fulsiness only and recommend. .. . . 

the transfer of the'. Corporation '·s .. 
Genera1 Insurance b~siness to: the,. 

Oriental Fire and General Insur~ce 

Company 
... 
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~w,: ... ~;~;~~~.:.-·:_ : '- .. ; ;." 0 .. , ,-,:,• 

Fore~~ti£:~~;# "7-F?~n the·. p;e_-n::tt;l_on.ali~ati~~~, .~'"J:l.?!ii,_._ .· 
eoun r .e!l .... ~.·-- ·: · . . 
in Whioh .· many~t""the Indian insurers were transac:t;ing 
Corpora- · · .: :· ' 
tion lif~ insurance business outside India. With 

. QPerates. 
the nationalis.a:t;ion of. life insurance 

. · ... 
business :in .Indi!'l, t}].e Corporat-ion too.k 

over the· foreign life insurance business 
• .. 

of Indian insure~s, and continued to· 

transact new life business in some of, 

the countries ~here the-Corporation 

was able to ~e~:i.'ster itself as an 

insurer under the local law.~. some '· 

. years b~ck the·. ~or.porat~on .. commenced 

to write life business in Aden and U.K. . . .. 

The Corporation now.·transacts ·new - . 
business in Aden, Fij.i, Hongkong, ' .. . . . 

, F;enya, Maiaysia, Mauritius, Singapore, 
•. 
Uganda and_ the United Kingdom. The 

Corporation is_not transacting new - - . . 
business in Tanzania since Februa'o/ 

1967 owing to nationalisation of .: 

ins~ance in that country. ·The 

~rporation has stated that there· . 

. l.s::.no .. p;roposal at present to start 
•· . . 

... ··- _: . .. -.. ~ 

~life .'b,usiness in ·any other roreigl!-. 
.. 

tel'rito-rv. 
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11.2 The .progresw of the Corporation's 

new life 'b'usfrie'ssi in foreign co'un~ries 

is as follows:-

Year 
New· Business 
sum assured 

· New foreign , 
btisine s s of , 
the Cotp.ora~: 

· tion•. .,_,,. 

'Rs. crores •. ' 

1962-63 
(f9r 15rnonths) 
1963-64 
1964-65 
1965-Sq 

1966-67 

:11.24 

10.21 
11..05 

8.50 
'12~33* 

* The substantial·increase is. due to 

the devaluation· ?f ,Indian rupee .. in. terms 

of foreign currency. 

It would seem ,that. in terms of 

foreign currency r t.he. new busin·ess in 
~ I • ' •, • • 

1965-66. The number bf new policies 
. ' . - . 

issued in 1966-67 was 5.,887 as compared 

to 6 7445 in 1965-66 •. 

This._ :table shows that the Cor-poration's 
' 

life business in foreign colJ!ltries has··not 

shown any progress .• 

11.3 The Corporation has stated· 

that taking into account the bonuses 

Subsid~ 
foreign . · 
bil.siile ss ..:·· 

' _ ....... 
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;_<Ot..:..!~-~i..~..; ... -.~-,:~..:.· • .:.:-.. ~ • 

. -de.Ql.areli. by it' in re~pect of With-Profit 
) ,.. . . 

policies the for3ig~ bUsi_nes~ ·of the 

Corporation cannOt· b~ -r~gatded. as self

supporting in any ·'6f -the· fO!'eign 

territories Where tt' 'i's"-~1>erating ,;· The· 

subsidY by Indian ll'ilsi·ne s!:i ·of' the 
. . . 

Corporation to the foreign business is 

estimated by the Corporation 'a'bhout- 9i'&· 

of the premium .income 1b the· foreign 

territories ' :L' e ~ . a: 'slio s idy' of about 

. )ls.50 l.acs annu:aily. · · · 

11.4 We find.that the Corporation has 

earned a ·rate of i"nte·rast of 4.62% on· 
:;. :.. . . . . ' 

its foreign 'inv·estments·, as compared to-

a rate_of 5.22%.on its ~vestment~~ 
.. 

India. This.di~fere~~~ ·1~ yleld-~ouid 
account for som~ of ~he sUbsidy. Othel 

~· .. : 

reasons may be that the rates of premiUm 
. ' ' 

in ·foreign countrios are lower than .in 
' . 

·tndia and the cost of management ·of' .. ~ . . . . . 
foreign business might bi; high~'r than·· . . . 
that in India. The Corporation 'b~s ''not 

· 1ndicated to us the reasons whY the 

subsidy is necessary and whether it is 

going to be a permanent feature o'f: not.-
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11.5. !iQ..__are not. impressed bz .the 

progress of the Corporation's new 
... · .. 

The subsif}ising of the .f.:>reign business. 

is n.grin;.t t~·t.; int8rests bf the· Indian 

policyholders~ ~urther. it is also: 

against our national interesta as·it 

inyo1ves a drain on·the country's 

foreign exchange resources"· We would, 

Conclusion ang 
re commendation• . 

therefore, recommend that the Corporation.· 

sho'l{ld devi·se ways and means of making · 

the foreign business self-supporting~ 

(i) earning ~:higer rate of interest · 

gn its foreign inveatments; (ii) -~utt;1ng , 

down its Management cost on .foreign 

business; arid (iii) developing .foreign . 
. , 

LiTe business more intensively 

stepping it up substantiallY. In our 

view t the corporation sho1,l]_d make the, 

bUsiness selr.suppor~o write new 
. -- /Wihthin the next 

'"'t re:e Years at 
foreigu;-yusiness as we cannot afford 

. 
the most or fi.G.se 
cease 
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CH.PJ>TER XII - PUBLICITY AND PUBLIC RELATIONS 

·12.1 In a country like India, where the concept 

of Life insurance is not widely known and there is 

a lack' of appreciation of what life insurance can 

do for the individual and the country, there i~ a 

great need for publicity by the Corporation. The 

best form of publicity is a satisfied client. 

Prompt settlement of claims gives the tyPe of 

publicity which cannot be obtained by any other 

method. 

12.2 The Corporation spends annually a sum of ~.34 to Corpora
tion's 
expenditure 
on Publicity 

40 lacs on publicity. More than one quarter• 

of this amount goes on press publicity. In our 

opin:i.on' the approach of the c~rporation to the 

question of publicity lacks i·'laginati··m. In India, 

the usual passive methods of publicity like 

advertisements in newspapers and leaflets 

e'xnlaining various plans of life insurance have 

to be supplemented by other methods, particul~J.rly 

audio-visual methods like films and radio. The 

Agent who gives efficient service is the best 

person to publicise life insurance. His efforts 

have, however, to be supnlemented by other 

types of publicity. 

Our 12.3 
recommenda-

We recommend the Corporation to take 

tions. the following steps: 
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(1) The Corporation's budget on film 

l2...l.1-Plicity should be incre a~ed •· . 'Fil.;;s should 

h_e :'lade to bring out the benefits provided .... .... . ·-· . -· . 

by life insurance. SUch films should be . ' . - . . .. ·-

s:bown a1ong wHh other films on topics 
,•• ·'· • '• ·' •• o I o 

like relig~.?U~__festivals, or educational 

films on farming, irrigation, use of fer-

tilisers, etc, The idea shoUld be to show 

how the p~~ple can improve their surroundings, 

better t~eir li~e. and then bring in the part 

that life insurance plays in .. this. This type 
._.. .. . . -

Of: pUblicity is aimed at Creating a f'P.rtilP 
' :_ ... - :- . . . 

groimd tc. receive what the Agent. has to·.siw . · .. --.. .. . . . . . 

about Jife insurance when .he ·calls- on the'· 

fam~ly,· F~lms shown in each area must tak0 

into account loeal customs and feelings. 

(2.) The Corporation should' utilise f".Jl>r . 

. the advertising facilities now available on 

the radio,· This publicity would. reach the 

rural areas. 

(3) The Corl2,oration· should publicise the 

contribution made by it towarcls the improve: 

me·nt of the rural are as in particular. For 

this purpose; wherever possible.· the name and 

symbol of the ~Corp(!)r~tion should be shown · · 
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of ·a Puplic 
Relation~ · 
Of~"icer at 
each Branch~. 
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prominently on projects c?mpleted with· tpe aid· 
. . . . . . .... . . : 

of ·.funds .. suinilie"O: by ··th.e· Cotpor·at :to:ri .E§ :g ~ ~-
. , . . . . I ., 

housing pro.jec'~'s; eie·cniricattdri-·urbje'dts; 
. ·;-

etc. Suer -cbricre M : ih~_ta.tJ.c@s · wbrild" !!lake 'the; .· 

for their be'ne'rit. '· 

. . . . . . . ... . ~ . . . - .. . - ·--.. . 
( 4) . ~e. Corpo!'atiort should· publish. bookle.t s · 

. '" ::. ,:,,! .: . ~: ....... -... ,..;· .. : -~. ·•·· .. .-.:~ •. - ..... _ 

on various matters which are of great :J:mportanqe 

to. the public,· e·;g_·., ·health; ·di~efis~~- a:nd---hoV· to 

prev-ent ··them. ·6-a.ree:r· a:na.:·eauca.tinn~-~t'~rni':tr'u~; 

and so on,' While ··tre~e· :.are noi;.·i·fre'dtly:\:onc~rri:ed 
with ·life insur~ce; :tri:ey ~ill::·ge·ne·~a:is ·tf~mend·~us 

.. ; . 
goodwill :.ror. the Cotnol"ati6n· and·· its---Agents. ;-" . 

1'2~4 ~- 'The. ··corporation .. he:s ·at ·pre se~t a Public ... 
. . . 

Relations Cbnimitte~ ·don~·:L-sting ·o.f-·the H:embers · 

of the Board. of Dir~ ct·or s ~ : · We --are n:Ot ·:ole ar :as 

to what ·rWJ.ctiCins a-:re pe·rf~~ed by~ tb.:i.:s :committe~::~. · 

T.llere i~ _ nQ as $OG.ia:tion. of th<? Policyholders or-
• I• • 

the Public· with trris' Committe·e·~· ·· . . 
. . . . 

12.5 · . In . our '·opinion, the best. r'd.Lat-.J..uu"' 

the public are established when the public :i-s 
.. --~ -. • • •• w ·- • ••••• •• --

; . . . \ : . . . . . .. . . : 

mad~ to ·reel that:th~ .corp~rattcm ·is- for ·thei! 

recommend. that. there shauld 1>~ a .. Public . 

Relat~ons · OfficeT at· each BranCh .Of·f_t:ce: 
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to attend t11 tha policyholders who call at 

the Off':l~?.. ' it!; their complair:ts and :~U:..oblem§.• 

This Offic.n: m;;y have other functions as well, 

but no"t-ody s·'ould leavethe Corporation's 

Branch Office with a feelirg that his 

complaints were not looked into by ~ 

responsible· Officer. 

371. 
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Capital. 'of. 1B~1'· The capital of ·the Corporation is 
the Corpora-. · . · 
tion Rs.5 crore-s provided by Government under 

·Section 5 .of the Li·re Insura.-·lce Corporation 

Act~ 1956. Whi1e sub-section (1) of Secti~n 

:-.5 of the· Act stipUlates " ••••• and·-\he terms 

and conditions relating to the provision of· 

such capital. shall be s'Uch as may be determ!iled 
·. ~ . . .. 

by the CeJ].tral Government"., the 1. ~p.tral 

Government. hav~ not so far prescribed ~r terms 

and conditions in re·gard to the provision of 

capital to t; ~e Got1)oration. · This should be dona 

early tel satisfy the requirements of th~:··.AC't. 

AetuariaL. 13.2. se·cuan 28 of the Act pr6rtde·; fo;,;· · · 
surplus under ·. . , . . · .. · ·•·~" 
Section 28 -utilisation of the surplus from Life 'Ihsuranc~ 
Goverr.:nent .. . . ... · 
to ~et-:-- business •. Under this section''95% of the ·actliarial 
div~dend · 
of one per surplus under section· 26 or such higher ':Perce.ntage 
cent above. ·· ·. 
Bank Rate •. thereof as the central 'Gdvermaent ·may app'X:dve. is 

to'be allocated to ot reserired for· the Cor~or·ati,n's 
life insurance Policyholders and: afte~ me~ting 

the Corporation's liabilities unde; Section·9~ 
if any, the ·remainder is'.to be. paid to the 

Central Government or if the Government so ... 
directs ·be utilised for such purposes and in 

such manner as Government may determine •. It 

would be ..relevant to mention that on a canital 



.QnAP'!:.SR ··xnr"·' . ~>373 .. ........ _ .... 

of Rs,5 crores provided to the Corporation· .. 

the. Government has been allocated .too sum. 

of Rs.3.tS~ crores froin the· ~UrP~Us disclosed 

for the last inter..:.valuation period of 2 years.· 

This represents a retu;n of· G~% per an~m on 

the-capit~• The return ~11 go on increasing 

with the growth of busine·ss and may· go up to 

100% in. the not very distant future. The. 

Corporation has accumulated Life Fund of .. 

the order of_ llsll,l24 ·crores and the Goverrunent 

have . guaranteed t~e pa::, '1lent ·of the sums 

assured an<,i ·the bonuses declared -on· the 

Corporation's pol'icies under Secti?n 37 

of the Life ;insurance Corporation Act, 
.. 

1956, In our view~, therefore 1 the 
' . 

Corporation'. does not need a capital of 

lls .• 5 crores from Gov~rnment foi' extending 
. .. ·~ -- . ' 

·securitv to the policyholders. The 
. .. ·. . - .. ' . 

-capital provid,ec. by Gove~nment is 
. : . ~ 

absolutely secure and is' not in the· 
-

nature of risk capital. The allocation 
' . '. . . '. . 

of such enormous amount f!IJom out of the· 

actuarial surplus to Govermnent by way 

of diVidend ;is; therefore, unj:ustified. 



CHJl.PTBR XIII. 374 
~~-- . ' . . 

We recommend. th~·Ctne:::·"Go-ik"-rnme~t. shouJ.d ·get 

a diviC.'3nd eaual to one per c~-:t -~t)n•re· the Bank·' 
,. I . 

Rate and the ~ ala;nce of tlle actuarial · Surpius 
• • • • .· ~ • • . . . - ~ . ~ ll 

should constitute 'a special reserve .. to be' use·ti· · ... · 
.. • • :- : • • ~ •.. • . ... . • . • •· • : • '. • t. 

by the Corporation for its pioneering aetivitie~ 

such as .mobili~a~:i6n~o~::;~:al-sa~in.ts;·~I~ves.tmsnt 
in the Rural are as··'ror· b~fl"dl~g-·up·~·Ris:k;:~.rag{ .:.:. ~·. 

""'" • ' • _'- : ~ • • '·_.. I ' : • . • •' • ' :· ' • " ' . ~: '' .·- ' . .,; 

farms, promotion of iie"aJ.th ·or· policyhGlper.s·ete •. .. . .. 

Providing 13.3 During--evidence; ~there was· -a: ·tie~~n~(~r..or....:. .:..: 
·Lire . In~ura.nce . .. . . , . . . ·: .. . ... , 
to Arme .. ·the development of life 'J.nsw-ance 'in."-the--'bord.ez::; 
Foree s .. in .. are as· particularly i'or the benefit of our lu'med 
Border .Area!.· . ..,· ....... :~ ·: · .• · · . .. , . 

Fbrces·statiohed th~re. On accoimt · of· sec.udty . . . 
restrictions it is not po~s-ible'. ro"'r" illy .. ·~·· ... 
Agent to visit thSse ·a;~as~ ·· We re·comm~,nd ·that: 

''! . l . ~ : : - . . . 
Government should niake adequate Agenct' a.fratlge;nents 

• : ': • .• - .: • • : • : '>tf • 

fo·r· nroviding life. insurance to our l¢ined Forge·s 

personn-"~1 wh~ are def"Emging -t;he··-b6td~:·r~·/ ··we '. · 

would aJ.so recommend that Go~er~nierrt:-~s:hoill.d. pel"lllit'. 
. ,.. .. ·.,. .. 

W3lfare Associations of the· Armed ·Forces 1;6" ... 
. . . .. · ... · . 

. . . 

function as Agents ~f th~ Corporation: ·so .. that·.· 
. I • .. 

the commi~~:i.on· on life busineSs developed iJil: -~ :· 

QUr .Tawans .• 

. Publieatio:n 13 .. 4 The Co;p~ration has n~ ~~neral_ ptacti:~· 
of monthlr ... ,. . . .. . . . . 
figures· o of sttbmHtirig .. to the Gove rnmen:t mont;LY:·.PI: . 

-~~~Rn~;;_:on' s quart~-rtt~±'e;·6rt1s·· ~-& snch arid ... th~:~Cli~~.:...: 
.. -. . .. - - . . -.' . 
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wriM.s.:..?.-.:t!~..J!Fspnal :level t,o· 'j;he. Secretary 

-- -·~, ... ~: ... ~--... ~:::~"":":--:--:r·;o:-:.;.,.r: ... ~--· .... .;...~ ·------.---··;.; .. _·-~·:..::--_:... .. -
to th¢.;:.Q9~~,.ent ;· Depart!lle!.)-t qf Revenue 

• ; - - ::···,-··---· .... -:' :.._ ........ __ .. :'!''-f"•-~ •• .:- .. ..,,.; ..... t,..,, 

and· Ins..urane';l-- p~rio<Uc_a,l],y_ to keep;Government 

inf or~d- ~~~~~T-~~~ ~~:;:· ;·r~-~1>·;-~i~(irit·~-~~'s:i".- .. 
_,.-_ ;:~;:?:··.---~-~--~~-····• -. _ ........ :'-~•r::.: .- •. ·,:_·-~~:--.~·.-... · ... 

. ~"\:Siflce··.the. Corp.or.ati0n 1s .working 
·· .. · -~- -~- --· ·. ... ...... -~,., ~ ----~-\-.;· . 

~vit.'al£( a.fflic!is '-the .policyholders, ·,we 
. ~ . - ' -.... . ~ ~ ' .. '. .* i{- 5._: --::_·_· .... .' .. ~ ~ . :. -: ..... __ ... . - . : . . ": ~ ~-

r_ecom~ng that t~~--Gorporation 1 s perfgl,ug.uvv 
..... __ , .. '·.·_ ~ .. - .•.•.. ~--....... ·-1~ ,; .. ;•,.•,: ,;·- __ ... 

sho~ld;,.be publieised .every month for the 
~-~·. . ·~ ; .: ···-·--. . ~ : .- _ .. ,. -;-·.·. .. ... ~ : .. ;_ 

bqneffF of'. the gene raJ. publ;lc •. 

... l •. •. ~. 

13·.5 · sbq19 .of our re_co!llJiier,tdatinns_: 
. · .. :-

partieularly those r.e.lat~-ng to the 
. ' . ... •. ·. " . -: . . . . ' 

·t,onstitu,tion of the· Corporation (Boa:n ... 
' . . ' : . 

. . 
of D~~e~tto.rs)., .. Z.QJJ?.:t9f.:t:ices,. utilisat:i,-~ •. · 

. . . . . 

'"'f: . .sut.plus: fr~JI! .. l!;V:e Insura,nce, bus:i;.!l,$S$, 
. . . .. :· :: .--~ -~. -: .-~. . . : . ..... ·. ··.··-' ~ ..... -~- . -:.;:.- •. •. .::·: ... ··~¥··~ ... 

inuB.Stroe.nt_s:,.: .standing Tribunal~ General 
:· • • • • . :~-. :· ·-.... ~·· •• w ..... - •• - •• ·, ..... - • ...... • •• 

Council a.tJ.~.S~r,vi_ces_ Co111,mission, statu-t;ory . : --. . -~- ' . . ~ >"'. :' ' .. ·.· . . -. .. .. -· "~ ~- .. .- .. . .· . 
. atithOri.t:t· fpr_ .. l!o~lection _of. dat.a by sa;nple 
. . . : ~ ~ . . ' • . . • . - • • ! ••. - •• ,·. .. .• •• • • .•.• - •. • • - '. • . - .. : . . - • . 

surveys· •. ~:te_._t,.will ;req'IJ:ire amendments to 
. : . . ·: -. .. .. . .... ~- ·-. ~- ~ ..... ... . -.-' . 

the tif~ . +~s~~<m,.?e Act, 1956. Similarly, 
• - v • • ' • : •• , ••••• ~ ........ :--. -; .-.... .. • • • ...... \ ...... . 

' our r~offilP:el).gations. regarding the Special 
.%!:·.·. ' . :. -~--· • •. : -· •• ~ ........ ·• . .. --. •. • . 

Agents and. fl{!,f:~.ey Comn_lission. will require . 
. . .. . .. .. ~ - . : :. _, 

ameAciments to the Insurance Act, l938. . Ther< 
• • • • lo •· : • •• : :~~--

InaY' also be other consequent~al amendments 
:~:~ - ~· .... . - . . . . 

wi&Efssary in 'these two statutes~ We recommend,:_· 
. - . ~ ..... 

that: ~vernment ·.should give priority. to. the 

legisJ.2'tiv:,eL~eridments that. may be regyired 

for;implementini our recoa~endat;ons promptly. 
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14.1 We have fini13had-··ourworkt it was 
. ;_ ::.";.,~:) <· ; ;i ~ ... _ .. ~, • . ... ·_ . . 

complex but interesting. It has given'·u-s . 
· satisfaction·Ui~t We have been able to 

make recoriimend.a.fi-1ns gi-ving a· new face .. to 

the Life Insurance Corp6ratinn of In~ia. It . . . 

should' no longer'ba' a mere· replica of 

bureaucracy;.· it• ·would be n joint· vent.ure of 

the Board, Officers ;· 'the· 8taff a.n9, the 
. ' 

Policyholders 'and· Agents·put tog~ther •. In 

fact, the Policyholder with whose money this 
' . . 

gigantic organ.isation is functioning· ha~ 

so far been gi~n·_~o ~respectabf.e voice 'in 

the policy making; the Policyholder 'lias baen 

kept too much in· the background ·even as·"-~:. 
i~· . . . : ._ " ~-

done in the .. ca:se' ·or ·a: minor proprieto:t" •.. On 

the implement~:tiori·-orour re-organisation .. 
. ... ~ 

proposals, the Pr>licyholder will-.eo\1\e of. 8:g~ 1 
have a place in the Board. ;a:l'ld· posse s.s •: . 

-,omplete security~ ··Officers of all :classe.s, 

Policyholders and .. Agents will have a na~ .. ~ 

sense of belonging and a fairly ·effective .. 

voice in th~ shaping of the ,corporation's. 

policies. We have sugge st·ed that· c.re atioll 

of a General CoUncil which on ·a-democratic 

basis will give' tham·good opryortunities. 
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f.or exchange of opinions from time to tiQS 
.~ 

\' . 
and for res~aping pro~rammes in aecordanee 

•• • .·, .- • ":. . '. • ' I 

with growing needs of the Corporation.. Be-· 

sides, we have sugge stdd a 1:d.gh :;Level . -. . . . 
Tr-ibunal; easy of ·approach to all those 

. .. . . 
. ' ' 

who. have a: grievance to be redressed .• 
I 0. ,, ·~ 

. . ' 
No one Wi11 go home with ~a· feeling of 

. . 
frustration that his ci:tse has not been 

• heard• ·. 
~- ... . ~ ' ... . .. 

14·.2 On the~ development side we have 

suggested an Agency Force that will

be 'fn close and. con;stant' touch with 

·~ .. 
eve-ry village anr'l hamlet and every 

. . . : 

sector in:urb-~n areas and a DevelopmaJtt. 
' . .· . .' ·~:. -

Foree_ With 'the aid of Special Agents .. 
that will be··±n g~eater ~o'lCh with 

the i~ency·F~rce to aetivise and 

eo-ordinate their activities and~ 

"will.earry the message of Llf~ 

Insurance to ev~ry nook and corner 

of· the c~ountry ·and will offer .. 
officer after-sales ·service .at the 

.. . . ~ .. 
door of' the policyholder.. We have 

suggested a separate wing of the new 
• . c 

eoncept of life insurance· that 'it is not 
\ ~ 

377 .. 
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mereiy-a _me,-.sure uJ. cover l.n case of rhk bu.~ 

.·;. . 
it is an _imrueasurable me·ans of' mob.ilislng 

nation's s<tv:fngs fol' the benefit of the ma~~u 

of thi~- c~untry and strengtherti~ tm rilra.l 

base of nation 1s econo!llY. Our· sUggestions·~ . . . . . .'. 

regarding in'I;J'e stment por'icy are In? ant to implement 
'. .. : ·. . : . . . 

this idea. .Life insuran~ rM 01'1: sound 'busbW·ss· 

prineiples by a_ Cornoratioi\ that tteat's itself' 
~ •' 

as the Tr~stee of the ,Policyholder,-· qua1itj' . 

business, larger life fundt .. higher,yieldst 

on invest'ments.,_.lower la~sati ns, :_lowe·r 

premium rates, quiclter servicing al1t'l lower 
. . . ~ .... . . ' 

expense ratios will replace.the present. dismal.· 

picture. 
~; 

14.3 We have sugges. _ -··- -a. ........ •uu.•u amount , . . . . 

of decentrali~ation as it has be<ln realised at - -· - . . 
. . . 

all l·3vals that. decent:ralisati'Jn is the only . . . . 

potent. remedy that will eure most of-the ills. 

that beset Life Ins~ance at present. The 

Branch of the fut,ire will no 4~nger. be a 

Branch of today. It wili be a Head Office. .·:: . .. · ... 
~ . . 

itself for all practi~al nurpOs3S ~ fulfilling, 
. . . 

the functions which:a Head'Office fulfils. 
' . . . -~ 

The Divisional Offices will gain in statura 
-.. ~ ~ ~ 

as, 

there will be no more 7.·,.,;.,',·.; 
... 

n-t:t.,..~ --
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be .. eo.ordinA.t ihg 'the · v1ork· and ··see · to .. ·the 
.: . 

imP;l.~·me.nt at ion· '6f . the. po'l'i~lc s' . of th~ .. 
::... .. ;. 

Corpor~t:l:on~ :;.The · Central Board ~t · Bo~bay · · 
' . .. 

·as ·re'canstitU:ted; wiil ' f~r~ul-ate polici<Js 
• • c.. • ; . • • • .• . .. , . __ • • • • •• •. •• • •• 4 • • • • •• • • • 

: i:n . consult'at i r,n with tha . Ganeral Council. 
_,. • • '~ ;'_ : .. • .~·. • - "! • : ::~ .: 

14:~: .g9:·r~ ~ : 'therefore ·~ ~ill ba · a 
;;. .. : i ' . .. ·.~~ .... ~ . : . . . i;, .·. ·>. : . . . . · ·~ 

Corp'drat:i,:on· eXt~·nding its vigilant. eye 
: . . ··: ~ ~ ... ~... . . ;_:. •· . . : :. . . . 

and bene~olent · care· throughout the length 

and bre adtn' of 
· .. 

india. 
.. 

Here will be a 

band of effic:i.e~t Offi~ers that .will 

work.~ out;t·he· o~ .j ~ ~ti~e~ br life insurance . 

to se.rire ·natf,.-.nal ends. Here will be . . well 
~ . . . . . . .. 

satisfie(i ::enlployee s ·· re cr11it~d by a . Seryice$• 

Com.rnissi·on ~cting · . ·a.s the eyes and ears 
. ·: . 

. . 

of tn'e .. corpOration •. Here will ba an 

Agency· ';Force that will act as the king-
.. ·. . .• . 

pin or' the ·whole stru.cture. carrying the 

me ssagG of +-ife , ip.surance arici se rv·ice· . · 

at the. doors of the. Policyholders • .. He re ... . ·. 
wi:Ll be. P.ol;i.cyholcte rs· WhC? V(l).l nave . the: 

~ . : . . . . . 
satisfacti~n tha,i;. ~.heir IJ!0ney i~ ·not 

merely giving banefit to themselves or·· :·, ·. . ·. . . : ' 

their own familia s b':lt i .s ·utilised to· . 

move the wheels of modern industry .on the 

one hand and to rural development on the 
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otrer.· Here will be an o~ganisatiort ~ith ~~ 

·parts knit together by bonds of mutual ac·eord 

and goodwill, each wing of it responding t~ the 

call of the other and guiding itself by ·its own 

voice and authoiity derived-from mutual coftsule 

tation'going forward along the way shown bY tha 

light of expe.rience .• 

14.5 Our endeavour has been to create a 

machinery that will enable the fultUmant· 

of the hopes raised in the minds or the people 

of this vast co1mtry, that natirmalised Life 

Insurance doe·' mean an effort on a national 

scale to supplement the efforts of a democratic 

Government based on a socialistic patt_arn to 

translate into action the Directive ~rineiples 

enshriend in the Constitution. If after a raw 

years we find that the Life Insurance· Corporation 

has advanced in this direction it would give 

the greatest satisfaction to us wherever .a 

may be. 
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SUMM.J'.RY OF CONCLUSIONS 1~ MCO~·:ENDi.TIONS 



.,_ . 3£1].· .. 

: CHtt.PT:'n X"., . :.. Sill'.!MARY OF C.JNCL'JS FN;.; -.~.-~. :c::c 1iit>!'SNDl1.TI.JNS 
.·· ... : .. - .. 

h ••• • 

~5,~:. Pri~r ·t'.) ~-atio:nans~d:.n.~·n"o ~~-rious 

eff'lrts ~'iere bei.ng m3.de· '!:>~; comocu'>.:ies. ~np~~ed in UfE 
• • • 0 • ~ • • •• ~ 

insurance eusiness to develon lt in~~risively-with 
. 

. . ~-. . . . . . . . '• . : . ; . 

the t'e&.tlt th"!.t life insurance touched only the 
. - ... . .-....... 

frinp.e of the community an~ its immense benefits 
• • •. 1 

to the family, t~ society and t":1e·· count"t:Y-. ~e-mined 
'• 

unknoWn to large sections of the-: pe:)poe .- ·( 2 .1) 

15.2 One of the main obj~ctiv:es . .,f . .'pi~~ed 
• • 0 • • • 

dev~io~ment was to build u~ rapidly~ ~e~fare_State . .. . 
an~ it w~s, tber~foriJ es~ential th~t the benefits . . . . . .... 

.. of life ins\i~ance -sh'lUlte made· ava·ilablc t'l every 

family in tne country and that life. i.nsu~~ance .; ~··· .l 
···.···. . . .. 

sh~'d ·be .. conducted with the utmost ~conomy by the 
~ • • • .. '• • 0 • •• • • 

mana~ement actin~· in a spirit of trLtsteeshi~.an~ .. ' -~··· . . 

ca~lisin~ the.life funds into the c~ntry!s 
·. 

develo:P"rient pr.opnunmc-s. {2~1) · 

15.3 The objectives ?f. nat~ox;alisf~io.~ flil . 
conta' ned :in the Statement of %jects & Reasons 

. . . ·- . : . ·_ ..... , .·. . ,. ~ 

of the Li'fe In~urance Cor"!)oration Bii l, 19?6 ~n' 
. . . - . ~, 

as clefined in the Finance Mlnister' s s"eecbes w~re:· 
i . • . • . . -. . . ! J•. .• 

i) S-pread of mess~pe of life insu't'ance Et3 far and 
as wide as p~ssible re~ching out bey?D~ the more 
advanced urban areas well into the hLtherto 
neFlected rural ~re~s; 
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.. ti) . ', ,-.· 

iii) 

tv)~ 

v)· 

vi) 

vU.) 

viii) 

' . 
~Jt;~ctive mq.bilisati9n ·of the ?eople ... s.,s~v~ngs.J 
·:~ t: ·- -: . . - '" - - ~~~ ! . . . ~ .~ ·- ·\ ;::. . ,f.:. ~-. .:_-:>-:-:-~--t~.;..~ 

Com~lete security to nolicyhol~ers; 

i~o~t -~n~ ·.efficient s~~ice to the ..,oiicy~ 
holders; · · · ·· .... 

Coriduct"ing _its • bU.Sin€ss .with t~-e ~utmCis;t,~. 
economy and· with the full realisation th~t 
thi=. moJ?eY bel ones to the poU<:yiv>l~ei;'.s; .. 

:investment .Of .·.f1.ini'l s• _ in .such ·a . way as ·t ') 
se.cure. nmxilll'JM yield consister~~ wit.h the 
safety Of c$.nital; · 

,.Econotn!f.c _'Oremiu:rii rates; 

Oev¢1-oTjfnent of a dvnamic·.'"' .. ~ __ _ _ ___ .. 
-orgal)_isation under' a management- conrhcted · 
.iri•,a.:spirit of tr.usteeshj:pf.and · ·1 -;-. , ~- , . 

'·· . . . - . - . . -· 

ix) · )i.~o:triiulat'ion· f)f,. schemes of insur•'.\nce tan ~ . . 
·.suit <lifferent sect-:>rs of the community (ZA 

_: .... '?<~~~-~--:~ ,;~ ·;-, -~:-: __ . : . ·,. <> ~:· .:_ '; :. ~ .. -.; -;:_ -, ·.. ·-· _;_: '" . ~-. \·:: . -- ,; _; ~ ·. 
CWU'TI;~ ~~IJ - TI-l:"i PERF:Hl1" .. NCE :.:)"? Lift, INS.tEU~C:S: 

··-.~ . ·. ' C0-:?5? ... <\TloN UTII fCFEit'I<;Nl.~L Tu TE,."G) 
hBJSCTIV":S dt. N.'.tlvNt.LISi.'C!:JN o,. '· . 

' . ..~ . •' . ·: 

Section 1:-

.1"5.4 ·.we ,are:.c;onst~aine'cl. to state :t:.~•;\·t t~~ 
. ,. . ~: . ; . - . . . :·.. ~ . ;- . . ·_· ;· . ~ . 

Corooration';s _a..,proach to t~q b1s:i,;c Pr:>T:.>le~l .n 
'· - . ; . . . . .. - '-~ ; ~ 

s..,reading the message of insur~nce to.ev-ery . 
. . . ..... \ .. ::~ ... --: .:-~_.- .. 

nook ~nd cot;'ner of the ~?m.try. is ~«;>t con3tr.J.::~ . 
. . . _:--:···... . / · .. ' ~ . ·_ . :. ·. ~_: !,; - ·.- ; ·,: •.. :· ~ 

tive l'lnd.l~icks the zeal reqq.ired of .a na.tiona3.ised 
\<_·;.-.:..· ; . ., ·., . ,¥ : •• • ,• ~- _·· .~-: .. ~?· "'. _-, :..;·- .:.-' .. 

undertl'iking es.,ecially Gh'\rged with. t~i~, z:es·>qrl:~ . 
... '• . .. '. ~ . : ~ ~ . . .. .. . ,. . •:" ··:. 

~ ~ ' . -. . t<•. 

sib'-J.i:f;Y, •.. lt_ ~s. inde~d a. ,:oity 1;_1'\".t even-.. ';lfte~ l~ 
'":' )o ~----~. ·:· • ·• ·.- • • _· •• , ••. •· -"~-~- !' .•. ---~. :~=~.: ; . i·:., __ ·: .. 

years 8t t.~s e~?tabl.is't-..ment. t~~ Cort>o~l'l.t:lon .has .no 
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'B~ .. :ltistics of its -,wn rega:· ·~ -· ~ =! ~he t;lumbC'r of 

inrlivi(lu==~ls or famili es wi.-• ._ · .. . _l. :.."t; insu"r"anc·e · .. 

policif:s ~n~ has to rely on r.· := 
. .. 

~, · G • ' •• E .R.,. S~rveye_~.'~~ ·~ 

(3 ~1~3 .,, . 
: . ,'· .. .. ·. 

15.5 · It secm3 to us t ·1t the number o£ · • 
0 . ... . '. • • • •• 

h ')l.lS C ~01-:"~S ?n the bOOKS of t· ... ~ :v::v:r.e~. tf.ort WlJ..t '. 
• • • . . r , •• , .'. • 

n~t be more t~q_n 40 t:o 50 : · -=- '~.:... .. ~. :e,. , bet;:_ween ·.i tcr· 
t. ,~ 

5%. Since there h~s b@.en: nf) ··· . ·. -·ec-'.c.blc increase 
1 ' • • • 

in t1-te rur~l busin~ss c"urtn~ .·i;:,e : . ..-.3t si~ yea.r_s; 0... ... .. . . . .. . . . . 
the r>ro'!'>orti.on of insured :-_";".!~ ""'hol~s wi..tl not · 

,.. . · r • ·.i . . 

11-)usdt~ld~ . . ... . \ . 1lerha·?~ be hi~' ... er than 15.6% cf urbrtn 
. ... . 

a.nc 1.6% of rural house,_ol(l~ life .... - . 

. .. . ,. . : · . 
. ... 

15.6 . 
• • , .. ~ I ' •. ' o '" ., ' • • 

~.; c ~n.cl11d• · 
' . 

.. , , •' · .• . I ~ 

i:l <~ ~ r•":'·.: "".:·. ~! ~ ~.Jched · the · .. 
. 

f;,-i:lf-- e of t~e problem of ca: ·. · - ~~ ~l:e me.ssage 
.. .. ·I 

of :,_ ~fe ins,Jrance t-:> every. ~-1~ - ~ · , .. . :;:. on~li~e~ . .. 
~ ' • • 0 't ·: ·· 

:. ~·.:1a::.ns yet to be ac~·.ieved ., _- . ~ ~ .,_1.~) _ . 

15.7 
,, 

sb-,,ll~ d~vise Tffays ar.~ ~.? ;· :· · r · :--lj cct.in~ · ' · 
.· . 

sta'ti'stical <lata reP.a-r~ing t.\ . .; :1~.:.:-.--1ber. of in~191• ., 
. ·. . . . . . .. . ··•. . ... .. ·. : . 

cuals ~nc b0115e holds 011 .its c s -,1~s 1'\.IiC '.5Ublish . 
. . .... 
. . ; ,· . ,.~. ;, ~ . 

thP ·c'ata ·in .its ." .. .rur..J9.J. ~e,,: .,:-... ·.:~.LS r ) . . :· 
.; : .• · . . · .. ~ . .. . r; : : : ·" . 
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• , r .. • 
\-~:~:·.\ ,\, ~-::~.a: ... 

, (~5..18~~~-~e i.nimediate object~';~ of, t~ , 
C~~orati~n. sh..)Uld h<~V? been·, a nrovision of· l:'.f:e 

. =-·. ~ - . . . ~ . . . . ._ '\"' ' 

trtsur~n<:-e:: :Pr~t~.~tion of a m6c1est atilCII.int '. )f·. at'· ... 
.. : :• ?·,. ·. ,• ~ I • ,• 

least ··'ohGi year'.s.cincoll;le, viz~-~ ;Rs• }p4qo· ~J:'' 
. . . . ~ . . .. '. , . 

househ~bl4· .. .,;_.;)n this basis, the Corporatlcin snO\hd 
.- . . . . . . ~ ~ . . ·. (.- ~- ~ :-.. . .. 

have e(i~ tly :.achf;eved a total, .1 i fe · \msine s~'. in· f on_ 
: .... ,. . ~ • . •.•a• . • . 

of the orcer'·of·Hs.24t0Q0 C~')res and an ar.nual 
• ·.. . . • . . . • . ·.··c. :. t :. . . . ·-. ~' ' 

tlt'emiu.~: l~rnne of ~bt?~t lls.900 to Ji.5~h000 ·ctores. (3.{;.6 •. -) . 
' -· j ·'. . I • • .. • :: • ' • ~· ' ' ' ' ,. 

. , ~5 • 9 ·· .'F#~n amongst thE:t f'cflol!)yed~ popul~,tioil in ,. . 
. . .• :.~ .•. --_ ' ' - -~ ' .. · · ..... '.·._ .. ·_' ~ ·: ~· ;"' '!.-.:~ 

tl:'te urban aie.as --?rily ··a'bout: 15% had li.fe f.nsu;r:anc? • 

. F.:vt~~ntl)/the .Co~oration ks· p_;t_ majla)¥.J.i .. ~crious· 
. ;._ . . . ' ' ~ ... . .... . ' 

efforts·:-t~_~p~ure even the employed pQpulati,i>n 'in . 
. ' ' . . ' . . '- . . ~ .. 

urban are~s;.·,_: .. It::).s -also obvibt..ts that; th~ '1~·-·;er 
.·;:. 

an<'· mid<'li'~: 1ncQme. group houE;.~holds have;. ken 
. • •· .- . " i. -..... •• •• •• 

ne-~le~te~ bY,-;the··,cor1)orAtion .. (3 ~L9~) .. · 
,. . . . . . . :. . -. ·- .. . . 

15-.10 The Grpu1> Insu~~_n,:~e.S~heme anc the 5':1-lary 

Savings ,Scbeme we.re speciallY. tntroduced by''the. -.. ' . . . . .. .' 

Coz1,,rati6ri w~th~ the intention· of _provi~l ng ide . . .. ., .. 
. : ,; • ; l .· •, . . . . . ; 

insurmia~?-bi'6tectiqn for all tM ··cJ!IOloyd · P.9_Pt!l.ation~ • 
. . . . · .. _. . . .. ; .. ~(3.l~lu) 

iS:~i£ ::we -do not share: ·the .col:-i,~r~~·i~~~.d. \rte~ · · 
' .. ·... . · .. " .. :~ . }'- ~ :·. . . ]~:. -. 

that th·~ · S~la.ry ·Savings Scheme i·s. s~Ci~ly ... oes~igned, 
', . . . . . ' - ·. ' 

to rea.ch all' 'the· employ¢il persons as we f'inc that the 

Scheme bas' still not. oermeeted to the em,loyces in the 

tower income b~ckets • . (3 o lo 13 • ) 
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· ·15,12 ':ie reC'Jr.lmend t1:l'lt under the Salai'y-··· _ 

S~:vinS'!:> Scheme t't>e nroceclure reht:l,ng to deci•l~t'ton " 

of ?remiums, their remittA-nce to the· Corp'>ration' 
- . 

and a~j•1stment the.reof should be sitJplified -in.d · . ' 
rationalised in"the inter~sts ~f the nolicytiolder~.· 

·-
~e . rec~mmend th~t th2 .;oUcy sh'>'.ll~ not be treated·· 

• 0 • • t • 

~s'.lal)sed once tl-t~ rre~ium is cie~ucted from'tli.e pay· 
. . . . .. . - ·, . 

of, the. em'Oloyee by the emnloy~r regardlf'ss: -of t~ ·, . . . - . . . ' ~ _: 

fact wl:-ether it 1:-lA.s ac,tu"lily- been remitted to .th~ 

C'lt'l)oration.and adjusted in itS _b?"ks• · i.".fu~r~/ · 
. however, the C.Jr'?oration feels ·trat the'enmloye-r is·. 

regtilarly defaulti~ in rer:rl.ttance of .,remiums;: the.: . 

. c~~o~atio~ will be justified in a:sld.ng the- e~io:Ye~ 
. ~ .. . .. . 

to ke.:::p in denosit with the c·b'n">ratiori. ari a'mount · · · . . . :. . . . 
equivalent to two tn'>nt!l' s Sabry Sl".vitlf!S l'remium 

- . . ;. : .. ,. : I 

Dec:1ugtions, ·failil}c: l'Tl-tich the f~cillty of: t,e ; 

se~ae shoulcl be disc'>ntinued by ~ivi~~ prry?e~ 

n-(')t:ice, s'ly, of two m~nths t" ~he e;;b.,~es ;' -(3';i:~.l3 .• ) 
. . . . .. . .. 

15.13 ··Te _rec'l!lllllend th"!t th.e I.Oorn.,ra1:1()n Sl)..,JULP 
. { . . 

nass on the benefits of special features o~.tha . . - . .· ~ . . . 
/, .·. . . . . . 

SCheme, namely, refuction in collection C:'C'?.e~ef!_ · 

~~d better mortality e:lt'leriencei ~o. t}l~ i~su~ecl . 
' . " . . '• 

by way:-of iower rate of-.,r('mi~. under tlh~ SA.l~r)!'! 
. . ' . ' . - . . 

Savings Scheme :!:'l~n e t- nresent. · SincE:·~ ~~r .. the 
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the·,~~~!~; f-he_ !.'-'"en_t _dp~s n_()t .. re11:C.er _e_ny_ i)')s~~s~.:~7~i···· 

service .to .th~ T)Dli¢yb?lr:'e:o:-'s th~r~ will be. s~~r~ely : 
. r!: .':~ .. . : ....... -~c.; : ...... ~ • .:. . · ·· · _ .... _. -~ _ ·:· ... ~·· , .. ~·t' ~-~ ···~ 

any jus.!=Jfi.,ca,ti.o~ -c:> !JI\Y the full ren~W"!.l com..'niss.ion. 
• . . . .. . ' . . ·. . , . . . • . . . ·_ . r . . ·• . .-: -· . . 4. ... :·:. 

~~e ~!',l~? .f:E).P.?fi1111;encl t}'l.'\t. _the _be!le.f~;t of. re.~ucti?~. tn ... 
• ..... ...· 

1 
• • .. ~ • • • • • :. 1 • . . • • • • • ·- ••·• r ::' · 

the· ~t.e.p_eW.,.'\1 c_on;mi,ssion __ shfJ!lld._a1so,.be. 1:JI'lSS_ed o~1 to the 

n~i£9;~~1-~~i~- :u~c~r the Sch~~.· (3'.1.~4c) 
.. _: .- , ... ·•.· .. ·· .· <-.·: ··:· tl'.io.t .. ·' 
· 15,.14-> We further recoDITlenrl.{j::he Scheme;s'•nuld .be 

• ' • _·· --~·-· •• ····-· • -:· .•. ;• • .·, ,. •t ... -:.--.'._ •• .• _... • ••• 

introduced in all the rema:Ln.ing Central. Gow,rr,{aE:nt · 
' . , : _.. ;i • , ·o , • • • , :"• • , • r' . • • , , . : • • , .• I_ .,, 

1 . • . • • •• 

'Denartmertts an~ Fublic Uncertakin~s .withry~ furthez 
I ...... - r ... ·~: . :~ ~: . · .. : . ......... ----"·~.- ·-· 

.-delay., .. T.AA_ .Stat~. Gove.:r~nts sl1~uld be requested.t~ . 
·- .. _· ~~ ., ~- ' ..... · : .. :· .· ... ~ .-· ~- ,-···- __ •:'.·:'""-~ ~- .. 

int;_J;:;Q.du~e.:..~pe .. S.ch~ine. i~ .all G~':ey~nt_ DeP.~rt.~nt_,, QuiSi" 
... •' ~·· • ..r.·.! •. -. . • •• .t • . ·:-.:: ~- · •. ";' ·:· ....... ·.' .. ,..·_ . 

G?V~J.:I}lllei1t b~ies. anC' local ]?orif!.st etc., unrler them." ' .. •' .... ~ .. " .. - . . . -. 6:1::5{':·~-

-:Jr?:- . -· ~ . . ; - . . . -.. 
15.15 It is our consic'ercd ·de'l't that the· 

t1roup '~i~~~~a~~e ~{~f'lerne ·-ii .~: m;r·~ e ffcctiv~-~a~s di 

bringinii :t~~ enmloy;d .,.....,,11f'l.t~on ·in. the c0·.:r':ry .. , 
': . ·::·-.-..:·~~- ·--r.:·:·~. , ... · .. -·- ·-:·-·.· ---~. ·. '{ .. ~·--- ·.: -

within the scope of life insu~~nc<, ~ Th0 Lif~ Insurance 
;,_<~:·-:·.:.:= •. <-.}~--~ ... · .· .. --~ ... .:~ ... 
Cor1)oi'<ttion ~~~s not, however,· succeeded· 1ti takirig 'the· 

. . . 

sdteme·,i>onub.r. ·:.t":>er.·. is a:v"'st scope fk daveJ,opment . . . . . . 

of th:i.s/~lglss of. .business·. !)'lrt~pul.'\rly.:if' the ewpf.<;lye~ 

can· be. persu~dad to P'l.Y _,a .P~:rt ··o~. the ,..,r<.Hciuii for . . . . .. - . . ... -. 
·.. t . -. . 

e'l.ch ihstiretr·reml oyee • . ,"I:he T'IJ;inci.q~~- .~e~s"n ;}~):s)L' 
. . .-: ": . . . 

the ~oritiS':.-Instira.nce . Schel!ie 'o"las not mace r~a:lc:1 .. 
' ~ ~ - • • r • "·-" • :'•,. • .' 

strtd~s ;b ... that: the;;:corpb~<\tionts ..,remium Jra·~lii· 
. . " -..· .... 

for this ciass of busil'1ess a.TP. ·~nc1uly high and 
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.. ·' .-: ·~ ,. ·.~ ... :; .; . •'· .; 

unat1;:r'\ct'i'Ve. (3 .·L 16)' --- . . . . 

•. · ~ ... ·. r '!? r · ~- .·-· ·;.!"' .. _ ..: . 
. . 15cl6 The Cor.!)or<>.tion' s r•ites· ·u.ri~er 'Jne• ~el'lr 
"'·· ~t-:-:.-:- . ·.·_i ."F.~:P. __ ·:.;:- ., ..... ~ -· •• ,. ~·- .. -. • • I ' 

(GrOt~,) Tert!t- InsurancE> ar~· .200 to 2507: lrl5~h'l):'' . . . 
than.t!1e· U.K.·rates· artcl there is'n;~;-n~·er th~ 

. .. .'··.,; ..r ·• ·_. ·-~ ~ ~~.:. • :·-.; ;·;- ~ ol. -..··· · • .:_ • ' 

Grgq.p,.I~sur~nce Scheme ~~~ no~ 'b.ec~iioc rio~lar.' 

as: Jt. ,;;h?~1.<:1 '~~~. b~Pr/ ~-~c! b;);!t-ht ~oer its 
• -~ :"'. t 

sc~ne. ;:n:acti_c'llly ~l~. t~e ~M'[)1cy,~c1. "o~l~tion. 
•' .: -~ :-... . ~ .- • •· .•. t' • 

!.n .t;he c~~n~rv~ . It is o'fivicus -t'h"\t the·; 
*''; :.:.::·:-··--.-~ .. ·:··. ·, ~: •· ___ ·• 

CorP'lz;'it i~· has f'\Ued. t>:> tA.clde. ::he ?robtem 
~ . : 

of Gro·1o .Insu"~:ance.-Scne:Dc ·an busirl£>ss· ·?rinci~les ••. 

·E3.1.1G). : .. .. : . 

15 o 17 · :le z:ecommend th1.t Gr.oup Insur9.nce 
• • •' •·• • • <I,, • I_ 

:: "l!l•"'"' . ~-· -.. ,., .•. 

rates should be reC!'..lCeG si~"'-0iy .. ~.r,·:.. tl:l~. Cc?rpo;-
~ .. .r .: ~ 

"f ~,_ .• • .. • r. 
ration sb'"IUlCl int·~nslfy 

•• ·:, ,-.~ •· •. _ .. -.... ._r't 

e111Ployed p0'()111'.V:io!l ui:vlet: tlie (rOilTl :~nsura,nc~. 
,. ' . 

Scheme. (3':1~1'7} · 
•• -~ ;· .·.!'.i- f ••• •. :' 

15.18 The -Co~ore:hon: h<ts nOt·· introduc~d··. - . . -, · ..... 
•- •• _::·: •. -~"t ~ . • •• . • • 

any Inr'ustri"ll t .ssut<anc~ S<:l:lcm/s even th.'imph 
( ~ .. 

such schE:mes are ve-ry .,.,.,,ihlr· ln ·uoK. ·line!' 
. • ? .. 

Germany. (3 .1.18.) 

15.19 \-le -recor:mf€n(} th.~t t'he 'ionce')t -of .... 

ln"ust;-.i~l /~ssur::tnce ·e~chlly. aU services ~ 

at ti-e cl~~r of. -.~h~ · .. i~ure~ st-?ild be fntroru·ced'. 
..... t • • 

in b~th ~ral ~~1~rb,.'n sect--rs. '(3 .1.18) . 
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15.20 ~ie 9.re of the opinionthat' the CorDoration•: 

f~hure· fn thf- development. of. htsibE>SS. i~ ·at;tri_bUtab1e 
-~· . - ·~- .. '.' 

t·li its _un1ttla~f~adve m..<\n~g~oent artrl ineffective sales 

6rgani~~tion." (3 .. 1;19 ;,) 

· l5~Zl:· .• t~ccordine to the N.'C..14'.:S-.R.- statistics 

1.6% of th~ .-r.~~a.l househ~las p~iX insurance . .;z.e~u~ 
. - . . -. . ' . . . ,.. .. . ~ :. . . . . . ' . .. . .. . . . 

in 1962'~,:.- in other worr'ls, 98 .. '4% of _the ~rat h:ruseho1d$ . . . 
.-. .. ·,. '.-' 

were with?ut- insurance· "roteetion. · This is a sad 
.... - ,... - . •, •· .; ~ 

Cni!IDlentary indeed on a nationalised Cor,otati'on es,eCi• 

a11y eharreCI·:with the resp-Jnsibility of· s')~eading·' . . . . . . 

th~ Ufe insura~ce int~ th~ hith~rto n~~lect~d 
~ ; I ' • . ' 

rural areas: {~~~.20&) . . . . . 

· l5.22 ... TQ~ savings J?Otential of tl:te rural - . ·.. . . •. 

sector has cons.tc1.erably increased in recent' -
. . '. . ~ .. ·. ·. . ~ . . : . . . . . _. 

years but···thi's.- incre13.se )s not reflected ln the 
~. ' . . . . . . 

c.,ro-:>ration=:s new rural bus ineo:ss ·• (3. 1'. 22 .~ 
: --~ . .. ~ ; r . . " ·.! : 

15~23''The·Corporation cannot justify 1ts 

ine~~ ia ~ii~~-~~ if~~rcn~e ~ o-. it~ . vita~ . ~~~k ·~ .. , 
· . .' :". 1- . :: : ' 

spreading 'life insurance t~ the hither~? 
• . . ·. ! ~ . .,.-~ • • . • ~ 

negiected. ~~.ral_ ar~~s by me~" iy citing t~ 
• -· • , • . • ·• I " ' 

factors res!>'l~_ibl€· iOr limiting the scope ~£ 

'life insurance 'in th~ rural 'se'ct-:>-~ and t~~ t~: 
# ••• 

. • ~ • t ' 

business as it Crymes without actively adopting' 
1 _. •. - . . l 

ways an~ means to CO!!lbat the limiting 'facto1:'S~ 

(3.1.24) 
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15.?4 Wl:tilc the Cor'D?rat_ion h"ls list~d 

~ifferent characteristics sryect~l t~ the rural 

'J?OP'.ll'Ott~on,' it ~ ~s not .cl)nsi~er it necess'lry 
•:. • ' ' I . • 

to mP..kc any a~justment in its nachinery for 

ca~ss~np business in the rural areas and in 

the e~isting f~cilities ~roviced by it for 

. rurAl ?OlicyholC.ers .and prospect's. (3 .1.26) 
~ . . - -

15.25 The tyoe of life insur~nce offerrd . . . 
by tl"o..e Corno-r"ltion is b~sec;l ~n the p~ttern of . . . 

lif~ insur~nce in the innustrialised West where . ; . 
'· 

a majority of ~he ryopuhtion h'\_s regular· 

inc-,mes •. The Cor'Porl'ltion hAs n?t ev'll:Ved any 
. . . . 

sneci~l scheme t? sui~ the needs of th~ ~.1r~l 

masses. (3 ,1.27 .~ 

15.26 Our .. :own conce.,tion :'lf ·such a policy 

w'nicb we would. rec.ommericl for. El.doJ)tion by the 

Corpontion, _.w.ill firstly incl~r"e a. syst~in· 6f 

collccti~g a. denosit;. ~f two/three years 1 

Term Ins~ran~e ~remium along with tbe.Fil~~ .. . . · .. ·~ . - -. - . . . . 
Premium for every .nolicy so ·that if the '"'n'e-.. ·. .. ... .. ' . 

-mi-tlm i'!:lon~ w:(,th t~i-rst....I'.remi-1-m--for-every.. 

-:l.Oliey .s !>-that: 1f the- ~remiurns fall' .in arrears . , ' . ..- . . . .. - . . . 

for two/tht:cf! yPars, the, .,,.,licyholr'ler:-will 
' - . - " . . . . . 

continue to en1'lY tpe H. fe insun\nce C'lver. 'for 
J •• • - • • - -
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the ~olicy will not involve any complications 

li~ medical examin~tion but only simple 

recovery of ar~ears of premium with interest. 

Such a system will help to keeP the noli~y 

alive when the life insured is unable to 

ryay the premium in time bec~.use of late ' 

cro~ realisation or because of inability t'o 
. .: ~· 

pay the premium cl.ue to failure of crops. 
·.· 

Secondly, the nolicy sho·.1lc~ be so designed as 

to nern~t th~ collection of as many premiums 
: . . 

as ~ossibl£ at odd intervals ancl to allow 

interest on de'Oosits at an attractive rate 

of interest. Thirdly, the policy must have 

built-in ad~nta.ges, T>~rtic,.llarly for ·the 

farmer, such ·as bor-::-o·t1ing facilities for 

-proC'1.1Ctive: purT>oses equivalent to 1n 1 times 

his deposits ('n' h?.ving cefinec1 values) with 

S1.litable security. Such a faCility will act 

as ~ bi~ incentive for this section of the 

community to place as hig~ ~ clenosit as 

possiblE· with the CorPoration. (3.1.28.) 

15 .. 27 The Cor"Ooration's anproach to the 
. . . 

basic problem of a really efficient nrew~um 

collection machiner-y es-oecially for 'r.1ral areas 

is wrong. (3.1.29.) 



15.28 ~!e recommend th'=lt f:>r conservation of 

Z'l,lral,business and proper servicing -premiums shoulc! 

be colJ,.ectec at. the door of the policyhol~ers at 

intermittent intervals as and when agricult•.1ral 

incomes are av~tlable. (3.1.29.) 

15.29 · The Cor!)oration ha_s aPparently not 

develope"' an ~ney Fo~ce entrust_ed with the 

. ~espons_ibility of developin~ intPnsively ant:l 

exclusively -particular rural areas. One of the 

methods ac1.oot~d 'by the Cort>oration for developin?, 

the business-in rUral areas is wh~t is known as 

11 sector~•ise11 '!?lanning~ This is a,uarcntly a 
. . . 

~aner ?lan only since the Coroorati~n has also 
,._ . I -

stated tl>at an ll.fent can work anywhe .. ·e in Incli a 

an<f that it does not' collect statistics regaT.'ding 

the averaf:'e quantum of business ,rocure~ by an 

ho-ent ·in the rural areas. (3.1.30 .• ) 

15 .• 30 '•t the time of nationalisation the 

Finance Minister stated that even tho•1gh it was 

cla.imed on behalf of private entenrise that it 

was confi~ent of incre~sing the total life 

busine·ss in force from a little. over ns.1200 C"':'ore~ . . 
to Bs.B,OOO _·crores ant' the .,er capit:al ins•.1rance 

from Bs.25 to ns.200 per hear in the c.ourse o-f: the .. . . . . ,' . 

next 10 years there .'Bs little do-.1bt thflt ·the 

391. 
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nationalised life insu·~ance will be able not· onfy 

t 0 achieve it: 'mi"t exc·e~d 'tt.. Even after 11 years the 

Corp~r~tiori' s fife· husin~·ss · iri· forte on· 31•3•6-7 'Ytas·· 

only Rs.4, 736 cror~~ ind per c·aoita insurance only 

Rs.9S. Th~ :Cof.r,~r~-t-ion .has thus' failed t~> fulfil 

the hopes the Go •ernment ruicJ cherished .at the· time 

of nation'~lisation. (3.1.35)~ 

s:r;:cTI-:JN 2: EFFECTIVE,MOBUISATim.l'o:F P-.:.:>i=>l.E'S SAVINGS. 

15.;31" It .is ri.ghtly sai4..-.that savings are the · 

l)rime mover of economi'c devel.opment of a countrY.• 

l:!ffective mobilisation ,of;,savings by widening .anQ.. 

clee"'>enin'1: all :-possible channels can :substantially . 

sten up the· •ra·te of cal)ital fqrmatton in -th? country 

ant'! lea0 to higher -levels. of n~tbnal income. (3 .2.2.) 

15•32 .·Since life insl,lrance fulfUs the dt.lal role 

of family nrotecti·on.and prom,otion of s_av~ngs it .. can: 

be macle the most e~fective :-ii1$trUinen1; for mobilisa:tfon. 

o~ savings· of~ the people.· -This cap ~appen only. if a 
I . 

dynamic', efficient---and :economic ,life:· insu:ra,nce organi ... 

sation ls built.up:.··· (3.-.-.2 .. 3•)· 

15.33 Th~· c;r:iJ·o~l'\tiori·, s 'achi~vP.m~tttii- in th~ 

c.Ure~tion' ~{-~~biiis·itioh df. savtrik's a:nc··its: contl:i;,; 

buti')n t~' tl.;_~'-:h\,&lt~y' 5·' ~~e'~s 'for ionl':-tefm canitai ·' 

for econoniic ·cfev~lo.,-~t£.cari 0~ ·me'3.SUred by' thei 

392. 



the accr~tions to the Life Funcl. The Life 

F1~rrl.incre1,!-secl fTom Bs.63l.59 crores as on 

31st December 1961 to Bs.ll23.90 crores as on 

3ls~ Ma~ch 1967, registering an increase of 

77. 9':!/o • .. (3 • 2 .6. >. 

15.34 While ~uring the years 1962-63 to 

1966-67 th~ Small ~avings and Commercial Banks 

Savinrys Deposit registered an average annu~l 

increase of Bs.ll5 crores an~ Bs.100 crores 

respectiv~ly, the life fund had the smal}est 
. . 

annual increase of: Bs.94 cr?res only. ile may, 

however, mention that life insurance is not 
I ,- • - , ' : • 

only a savieys medium but also provides for 

f~mily security and has, therefore, a definite 

.edge over other savings media. In this"c:mtext 

the oe·.:-£ormance of the Corporation in ~obili···· 

sation of PUblic savings ~-~·vis oth~r media 

of savings a'>pe"l.rs even more clisaopointing. 

15.35 While the na.tionl'!l imrome anc' 

domestic savings increased by 72._S'Io ancl 113% 

resp~ctively clurin~ 1960·61 to 1966-67, the 

T)'t'emium income and the business in force of . . . 

the Corporl'ltion increased_ by ·95% and 73% ooly. 

It is evir.ent thAt the c!evelo,ment of H.fe 

insurance b~s not kept nace with the incfeased 

nati?nal income e.n:'l d?mcstic savings. 

3£'3. 
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In fact, 

domestic 

the percentage of premium income to .. . 

s~vings d~cr~A~ed' fro~ 8.5% in 1960~61 
to 7.8% in 1966-67. Th~refore, the· 'c6nC1usion 

is'obvious that life insurance is not b€ihg 

developed intensiv~iy by the Corooration·~ (3 .2~8.) 

15.36 ·The growth of life insuran~e in' Incia 
' . 

bears no c~~arison ·with U.S.A~ and U.K~ The 

disparity assume's more serious oro!loritions ~7hert 

'VTe take into account the vast untapp.ed '?otential 

in the co>.mtry. ·(:~.2.9~) 

15.37 .• tJe are inclined to think tbae the 

Corporation is not serious ab.~u~ r)ropagati'on of 

life insurance i~t-en~iv~ly i:n. th~ coU:ntry. (3~Z~15) 

15.38 We are oft he view th~t-the Corporati·ori' s 

mam.gement lPcks. i~gin'9.ticin and: dyna:inism nec'essa'ry 

f.,r the growth of life ·business in con~onance with 

the needs of the: iri~ividuals 'fo~ fa.mil.Y m:·':>tectiori 

anc of the ~o·~try for ~obilisat'ion of".publ.:t~ · · 
.. 

savin~~ for. ~~velol?ment -purposes. (J .2J5.) 

15.39 In our view a dynamic Lit'e Insurance 
. ~ . . . . 

organisC~.tion should generate the'liabit or thrift· 

and savings even ·a.mo~?:~t· the ·r>~orest · ~ections of, 

the ~ociety ~~o' sh~ld'···ri~t· de~ena''on.1Fs ·share 'of: 
. ~~-. '.' -' . . ~· - ,. - . 

the n~t~ 1"7')."'\}_ il)ol _or savings generated in the 
·~'!:...,..,,..; •• · •• . ·.• . • • • . ~ 

natural vourse by the community •. it should be ' 
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~ossible for the Corporation with ,ur~oseful 

endeavour to accelerate the savings rate 

amongst both the urban and rural hauseholC.s. 
(3.2.16.) 

15.40. Ev~n in industrially advanced 

countries , .1 i, fe insurance plays the most 

sirnificant role in mobilisaebon of People's 

savin .. ~s, surmlying lon?•term capital to the 

national economy ann acceleratin~ the processes 

of self~~enetation o~ gross national pr~uct and 

savings. (3.2.17.) 

15.41 The Corporation's contribution to 

the c6untry' s needs of long-term capital has· 

to be. juc'\ged in the c-:>ntext of the family 

-security an~ nat~onal need~. The Deaft Fourth 

Five Year Plan envisaged a capital outl~Y. of 

more than ~.4,000crores annually. Life-Insurance 

bsuiness has to.make its proper contribution to 

the develo-pment pla.ns,as by its very n~ture it 

is best suited to tzathcr tbe small savin~s of 

the neople. :1Wen if the per capit"'l income in 

our country is lower than th"'t in other 

countries, ~herE is i~erative need-to 
. . ' . 

earm~rk a nart of it for life insurance 
(3 .2.18.) 
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15.42 If ~the. Cor?oration is· able· to achieve· • 

an annual l)remium inc.mne of Rs.l,OOO crores,: as":i:t. 
1,. • • : • • ; : • ' 

s"loulc,. by 197.1 its:<;ontr~bution to long-term 
. - ' . . ' 

cal)ital sl:lould b~ ·of the order of about Rs.700 

crores annuA.lly. su·ch a massive c.mtribution will 
. 

act as a catalytic· agent fo:L"",.accelerating the pace ... · .· : . . ...... 

'. 
· n"ltioni:l.i:.inc9me at a much faster 

Mce. This will subst_antiall}' step Ul) the 'ner 
·. . . . .. -.> 

capita: income which ·will, in. turn, make available 
• • .•• • < • • • _;. ..: •• 

further saving:s thro1.1gh_ ~H:7 .insuTance. (3.2~20•> · 

15.43 The·Gorp~ration•~ fa~iure t'o effectively 

mobilize '?UbH·c savings is c:lue.mainly_t~ its fai.lure ··· 

in spreading the m~ssa~e of.insuranc~ _ther~by bringing 
.· . . . . 

under life. fnsurance au· ins-g.~able househ~lds in 
\ . . . 

the cO'.intry for a<lequat·e .amounts. The 'other factors:.· . .. . . 

which have contributed ·.t~ ~hi_s ar<:,:-

(1) lnadeqtiaie. security 'l;o nolicyh.ol<"~rs; 

(2) :Poor anc ineffici'ent·. senrice t? 'policyh~lr'lers; 

(3) Inadeque.te return. on l.ife :oolicies on ac<:i~;:nt '· 
of the C:orpor1'\t ion 1 s investment· l)Ol:i:c.y; .. · .: 

(4) Hifh oremium rat·es J' a~d 
. . . " 

( 5) l' oor and un:i.m~~ina t i ve' l"kmageme,nt c ( 3,;. 2 ~-21:.). 
.. ~ :_·. . . 

398. 



~HAP TER . X:V 

. . 
~e9tion 3: COMPJ.ETE S7.CUBTTY TO EVERY POI.Jc'!r'tO!ill.ffi 

15.44 ~ While the ability to pay the sum 

1ssured is certainly a basic requirement, th.ere are 

)ther factors which are equally important to ensure 

~omplete _security to the policyholder. These are:

(a) Safety and security of basic sum assured and 
prompt settlement of claims on death and 
maturity. 

(b) Adequate and reasonable surrender values 
and loan~ on policies, with facility to 
obtain them as quickly as is the case with 
a depositor who withdraws his deposits . 
from his Bank account. 

(c) Adequate return on· the policy through attrac
tive bonus~s comparable with that on any 
other media of !?avings. 

(d) Pro·tection of savings of the life policy
holders ·against depreciating value of 
currenayt at least to the same extent-as 
could have been possible had the life 
policyholders pursued a prudent policy of. 
investment. 

(e) Service to poiicyholders at their door 
in the context of Indian conditions. 

(3.3.2.) 

15.45 The Corporation has accumulated 

a large amount in the Life Fund, and the 

Government has also guaranteed the payment 

of the sums assured and the bonuses declared 

on the Corporation's policies under Section 37 

of Life Insurance Corporation Act, 1956. If 

the claims are not paid promptly, the concept 

of complete security loses its meaning. 
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This seems to have 'actually happen-ed in practice. 
. -4 ' 

-.--{3,3.3.) 

15.46 36% of the maturity claims ·are 

settled in time, while the remainder took an 

average of 96 days. OUt of the death claims~ 

only 3% were paid within one 'month of the 

intimation of death and for the remaining death 

claims the average period was 199 days or 343 days, 

depending on whether the claim needed investi

gation or n6t.- (3.a.s.) 

15.47 We are of the opinion that there 

should not be any difficulty in keeping the policy 

files complete' in every respect. We recommend 

that the delays caused by the administrative 

procedures should be eliminated by making·the 

procedures simple and understandable and by 

. providing maximum service to the· p0licyholders 

personally at their door. (3.3.6,) 

15.48 The delays due to the fact that 

claimants have not proved their age when the policy 

was issued, or had made no nominations or have not 

completed the legal requirements only bring out the 

fact that the Agent is not rendering _the proper 

type of service. (3.3.7.) 
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15.49 We are constrained to observe that . 
nothwithstanding the categorical assurance given 

in 1956 by the then Minister of State for Finance 

that 'claims·w~uld be settled by the Corporation 

more· expeditiously than was being' done by the 

erstwhile insurers,'there has been no improve

ment in this. direction so far. (3~3.9.) 

15.50. We ~~ommend that maturity claims 

should be paid on the date of ·maturity and death 

claims within a weak of intimation of death. 

We appreciate that on the spot investigati~ns 

may be ne.cessary in a small percentage of . . 

claims. Such investigat;i.ons Jl!Ust 'be very 

prompt, and should_ not' ordina.rily take more than 

a month. ·The importance of expeditious settlement 

of claims cann9t be over emphasised, for most of 

the families on the death of the bread-winner 

depend f'e:zr their sustenance principal.lv on the 

life insurance claims pro~eeds. ·(3.3 •. 9.) 

15o51 · Th-e recommendations of the two 

Parliamentary Committees regarding enhancement 

of the surre.nder values of the Corporation's · 
. . 

policies have besn ·practically ignored by the 

Corporation (3.3.13.) 
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15.52 . 1\Te cannot imagine how ·"the present 

Surrender and Loan Values are considered to Qe 

reasonable" when "the Surrender Values are 
. ' . _- . ~ . ' ' l 

deliberately kept low." (3.3.14) 
J.: . . 

.~5.53 The Corporation_' s approach should __ 
' ' .· 

be human- and sympathetic and the Corporation should. .. ' ,__ . . ·.:' ''· . . ; . '_. 

not penalise the, policy-:-holders by keeping- .the . ' . . .. . 

Surrender Values·- deliberately, :J_ow. The Corporatio~ . .. ....._ .. 

proposes to rev:j.el'f · tb~ ~urrender Val"j.l.es after the 

Report of' the: Committee of'. Actuari8s !lPPOinted by 
. . . . 

the Corporation for review _of pre,mium rates is 

received.. We confess we are unable to appr.eciate . . . . 

why it should be necessary fo~ the Corp<D'ration . . . ' . . ~. 

to wait f'o'r this _B.eport.,, -We -recommend that. the 

Surrender Values of' the. Corp~ration 1.s policies 

should pe stepped up ,forthwith. (3.3~14.) 

15o54 . we· -f';ind that, th~. procedures of the 
- . 

Corporation- for granting. loans .are also cumbersome, 
. . . . . . . 

complicated and -smack of' red~tapism. .The de.lay , 

in settlement o:f~ loan_s,. anq. SUrrender. Values_. _are 

cruel when one .rE!alises that people who ask for 
. . . . . . 

loans _or surrender v,alue~. are, generally, in _, 

financial distress. (~.3.15.) 

15.55 . According to the Corporation the 
• . i: '·' 

time lags in'payment of. surrender values, granting 
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,l!',ans and setti.ing claims ·are priteri;i for measu;r+ng . . .. . ' . 
the- ·effici~cy of service· to th~ polieY.holders, ~t .the 

~ •. : . ,. . . . . . ' . ' ·. . ·. ·~ ' . 
quality of the securitY" is -not imp-air~d. this is not . . . . . ' ' . ~ 
cone~t ·a~ the s~-cu·rity !!s Vitally .aff~eted if th~·- . 

. . . . . . . . . ~ .. 
• .. 

. liqu:hdit~ of the _:?eourity '"'ofi'ereC~; is impai:---ed in any 

:w-a~~: .. (3 .3 .17). 
~ :· • • I• • • • • 

. ·, ·15~56 If the ~bjeotive· of natiop.alisation of life 

insuranc·e; viz., to provide economic certainty and 

security, i·s 'to be realised the policyholder should be 

able to get surrender vaJ.ue or loan on his policy 

·and 11.1aturity claims the same ·day and the death claims 

s~ould_.be paid within' a week• (3.3.18) 

. 15.57. Therefore, to make_ ·life insurance attract;tve .·. 

to the common man, we recommend "that the ~rrender values c 

and policy 1oan.s are ·.made available to thEjl policyholders 

w1 th the same speed, sfmplieity and facility as with-

drawal .o~ :a 'bank deposit from a bank and sheuld be 

settled the· same way. (3,3.18) . 

· 15.58 Even though_ the Committee on Public Under-. 
takings recomfuended simplification and liberalisation 

. . . 
of the ruJ_es fer ~anction of loans, the Cerporat:iori 

. . 
has not· yet s~cceeded in, doing so even after a lapse 

of three ·yearsi (3 .3.lro) 

15.59 • We recomre end that· the procedure · 
. ' 

followed by Coinm~rcial Banks :1n this matter should 

be. ado-pted by tha Corporation forthwith. We also 
' 

recommend that the CorP'\%'a.iion should immediately 

authorise all its Branci'\efl to grant policy lo~s. 
(3.3.21) . 
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15.60." Despite favoui':able ~actors,,'th~. bonus 

.t~ the· poll-cyl:].olders· h~s.·gone ti..P :from .~ .. ~2.'8o% on Endowment•. . . . . . -. 

policies and Rs.l6~·on Whole-Li.fe.policie·s'-in '1957 h 
. . , :·· ... 

Rs.lG% and.Rs.2o%' respectively in W67 ~epresenting .an . .. ' .-. "'.. . 

increase of Rs·~3.20% and Rs.4.0.0%. onlY, d.{:irin.g the deeade. . . . 

In our consid~~ed opinion, this :ts ~ot ~noug.h:. (3.3 •. 23) . .. .. .. . 

. 1.5.61. ·We feel that the c.orpo~aHon does .not 
.. ·. 

appe·ar to have properly chazirJ.Ifll:~sed anQ. e·ffec:tively 
. .. , 

uti.l.J:Sed its resources to ensure higher bonuses ~to its . ' .. 

policyholders. It may be ·noted.~ this co:i:mectiqn that 
. ""'. . . . . . . 

one 'of the major factors: for higher bonuses. paid bY, t)le 

u.K. companies is thefr .lower· expen.se, r~tio, notWithstanding 
. -~ . 

their lover premium rates v;s:..a-vis ,those.·of the 

Corporation. (3.3.27.) 

15.62. The 'corporation 1 s po1ici·es ·provide a .. . . ·.· . . 

return of·].$ .to ·2% per annum compound interest to the ... 

15 .63~ . We are of. the. ·view. that if ·one of. the 

objectives of the Corporation, Vi(~.' to pr6v:i:de a fair 

return to the policYiho1ders is to\l•e achieved, the 

Corporation f s bOT'llS has to be step?ed up substantially. 

:fn our opinion, the Corporation's : .nability to declare 

better bonuses .fu spi-.te ~Of -the favc·urable. experience . . - .. . . ~ i 
. ··' 

in'il'l.terest 'yiein~ :ai:JQ.· mortaliti ~13;tes is due to. 
' .. ~ • . • ~~ \:· . . -. . . •. ! . 

·its high ovefall:-~Jq:>ens~ .. ratio ~:.The' expense ratio can 
: '-. . ,· ' . 

be drastically· reduced, ·if the.~CoJ::pc ration curtaill:l 
' 

its administratfvp and other .e~ense s sub.stantiallY 



and tbe. Agent is tnade to render every type of service 

at the·,door of the insured. The bonus rates can·be 

further :stepped up if the Coruorat:i.on ··follows a 

. r .. 

... _. 
dynamic investment policy. in respect of its investments 

so as to ·s·ecure higher yields. We·· recommend tnat the 

Corporation should make earnest· eff~rts to enhance .. 
the rates of bonus. (3.3.29) 

. 15.64 The rupee has depreciat'ed by" about 
-. ,i • • • • 

50%. b~tw~en 1955-56 and 196q-67 wbich acts as a 
·.· . . 

disincentive to save throl.lgh life insurance. Most of .. ~ . 
o:.-' 

the Life Companies abroad pay h:i.gher bonuses consequent 

to investment gains due to d~preciation in currency . . . .' . . ·,. 
~ . ·' 

and higher ·values; It is ·regr:ettable to note that in 

India no :·effective. steps have 'been taken by the Lite 

Insurance- Corporation to protect :.the policyhoiders 
; . . . . . . . 

against depreciat_ion in the value of their policy .. . : . . - . 

amo~ts:· (3.3 .30) · · ' 

15.65 • With dynamic adm:in.i strative machinery 
. . · ... ~ . . ... ··. 

and mbre imaginative investme~~ polic:y, H is possible . . . . . . ·· .. 
for tl:l.a·· C~rporation to step U:p its b.onli.ses substantially . . .. . . . . 

wjlic_r/~h'ould mitigate ~0 some' exterl:t at le~st the 

hardships suffered by the poli~yholders as. a result 

of .deprediation in the 'value of rupee. We fear that 
~ . . . ; . . 

if the Corpor<1tion fails to take effective steps in 

this matter on the lines of life insurance companies 

abroad, the se:::urity to the policyholders will be 

vitally affected. (3.3,31). 
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. ' 15.66. · The Agent at present renders hat"dly any 

service once the insurance policy is sold to an.insured, 

If a policyholder has a readily available facility 

't-! a well ... trained and qualified Agent rendering all 

the services at his door, it will add to his. feeling 

of security and make life insurance more attractive to 
him as a mode of savings. (3 .3 .34) 

15.6?. The Corporation cannot, therefore, be 

said to ha~e afforded complete security to the policy~ 

holders. Our conclusions are sUmmarised below:. 

404 • 

. ·(a) Delays in 13ett1ement of ciaims have creat~d 
a sense 9f insecurity and in turn have 
.lessened 'the value of security afforded. 
·by a policy. 

(b)· The sUrrender values are unattractive; 
these are deliberately fixed· low to · · 

· penalise. the life policyholders who 
are in distress and who'· seek surrender 
of their_policies. The policy has very 
poor liquidity for securing loans· and 
surrender values, and for. collecting. 
claim amounts on death and maturitt. 

·(c) The bonuses are inadeq_i.iate in tl'ie 
context of bonuses declared by the 
British Life Offices and excellent 
interest and mortality ma.rg:i..ns which the .. 
Corporation enjoyed during· the last 
ten years. 

(d) The Corporation has never... been conscious 
of its responsibility or has shoWJn 
cone ern in its role of trustee ship 
in protecting the sav1rigs of their 
insureds, to the extent possible, from 
bei .. ~; eroded by falling value of the 
rupee. 

(e) Tb:~ Corporation does not j;i~re personali-sed 
service at the door of the insured and 
the insured is left to fend for himself. 
(3.3.35). '! . 
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15.68. A.: lif'e insurer''s responsibility to its .. 
policyhol-ders is notttter with the i~sue of. a life. 

.. .. 
policy only. It. is also an e ssent±cil p~t or an insurer's 

·. 
responsi~ili:ty;.that the saie.·of a p61ic:iy is f'o'llowed 

up with a:: .. good; post-saJ.es service and' reguJ.ar contacts 

With ;!{P.13; ':p,ol1:·CYh:older. {3 .4. 7) 

15.69. The Insurance Agent at present renders 

practically-, no post-~ales·, service arid i ~ ·:rar~l.Y' seeh 

by the P.P4cYholder after ·the:· .Polley is· taken. hat

sales. ~ice..,jj..s.. effee'Ged pi=:inciila.J.ly_by th~ Jl:l.Viaiena.l 

Office-of :the,,.e,z.porati.on; In .. a va~t...e,Qillltr,y 11ke' 011r.t· 
!":~ ·, 

Where _.dista,p,¢es are ~ong and economic and llt.er~ 
-- . . . :· ·"' . 

s.~d'ard,s_.are pool';; 'poll~yhal:dar.s' .. ·se.rv.icing from · 

36 Ditisiop.a:I, -O.i':f:i~s- through: their Policyholders• 
. - . 

Service .Departments only, cannot achieve the 'ebjectiva - . . . . 

of rende:·riri;g prompt, efficient and economical service 

to the P9licyholders and · cannot niake ins!Jl'anee wide:cy 

popular;.. (3. 4.10) -

15.70 . The Corporation has so far made no random 

sample surv~ys even after twelve years of its 
. . t • 

inceptio:g.,_ ab9tlt the· quality of service ··to the policY'• · 
I 

holders and tne difficulties experienced by them.~ 

(3.4.12) 
1 • 

15. 71. V{e --find_.that the standard of service 

by the va~!~).ls -~genciea of' tne Corpo'!.ation· is 

not urtifo~ -and the: Cor~ation itself. is aware ... . .... ·..... . 
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•· (: ... 

that there . is ·a considerabJB scope ,for ,·:imPr¢lvement ............ "' . . - . . . 
·:.~ :· . . .... ·.' 

in its efficiency. (3.4.14). 

lB.72 •. We are.of the opinion that the numberof' 

outstanding claims i.s staggering' and reflects. upon the 

service rendered by the Corporation to its poi.ieyhoiders • 
.. i; _.:. 

(3.4.18) . 
. . . . 

15 •. 73 • .:.. .. ~·.We ~are unable to appreciate the reasons 

fol' inord~a~e. d~:t,ays in .the settlement o~ ~e ll\atu.~·ity 

cl~s. In our C?P:iniop., mat:urity claimS! -should be, dealt 

with .like di.scharge of the . FiJCed Deposit Receipts .by. . ~ ' . ~ . . . ' 

commercial .. banks ;and paid immediately on maturity~ Delays . . ' 

on accOU!lt of WMt .of age .proof and pq~icyholde:t's·nat 

returning the P..ischarge vouchers ip ,time. an(!. :also· tho sa 

on account qf t>olicY.hOlders .being: untraceable go, to Show 
l f : . ' 

that no pers~malis.ed servi·ce is rendi:l:red to the policy .. . . .. . -

holders. We believe that such .an :impersonaJ.. approach of 
• .. • - • • ; : ~ v, ' ' • 

the Corporat.;ion, i.s one or'· ·the basie. fact(lrs- imP9d:ing -~ts 
' • • • • •• ~ • •• l_. • . • . • 

• -.:: _!·. _.~ ' '_. . '.. '. ;, 

progress,. i_n tn~. d.evel,opll_l.en:t-: of life }lUs;i.~ sa .. m our 
. ' 

country. (3.44 22) .. 

15 .74 .... To eliminate d?lays o:p._ ac?punt of want 

d age proof or nomination we reco:ri:une;1d·.that· ·no proposal. 

should be .. aecept"Jd by the corporation unless it is. . ,.: ; . . ' 

'· 

~ecompanied· by age proof. and. nominat~on. (3.4.·22) 
' ' 

15/(5 •. I,?elays in PaYment of1 death• .. claims are 

unpardonable 81,1d cannot be ,countenan~~d if life. ~!Uram::e 

is to form and develop as. an integra)..: part· o'f the sotiaJ.. 

security system in our eountry. 
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..J.... : -:"· 

15.76 •. ~· ~uld reeommend'that' in the' case of 
--._; ... ('' '.-:;·:' -~-·:::... .. .- p: .-, .... ·: . .· .. ~. 

policyholders .wl::...O:..'P-aVe not attended any school ·and \.ho 
........ -~--:;·._:}··. ·: .-;;-~~;...--~1·~- ·_ ', _,: .·- .. : .... ; ;· '·. __ .:..: .... :'; 

are residing .in villages, a .certificate about age frbin 
-:. ' . . . . 

-~- ' . 
:either the r~venue off.icia.J. or the Village Panehayat 

~ . . ~ . ,: .. · .. 

o!ficiai or ·~tate~eni;. ~~ter~igned by t'wo ~espeetable 
re~sid~~~·s ~f t~~ ~;ih;~e. 'should be accepted {or '., 
,·' o I • , ' ~ • o 

purpose's of. age· iidmission. (3.4.24) 
=· --~. ~~- -,., . -'. -~. ' 

... ·.c. 1.5.77. .We ~eeoi1Lllle'nd··that the 
·.: .... : . :' ·. : ,' .,· .. _., . 

Corporation 1 s cor-
. ' 

r~.spondence with the polieyh~lders,. and put.iel1rarJ.y 
. ~ ' _: ' ~ -. . . . . . . . 
with' the- rural, policyholders'{ s'hould 'as ::rar as possible 

~e ~n-·_t.he"-~e~~onall~guage.~A~ liter~ture pe~taining · 
.' ··. ; . . .. -· ~; . ~- . . ' . . 

• • • • - • • -~ • : • ' •• f • • • ' _, • 

to_ ~:f"e insurance·; f'orms ·arid policy .con<iiJ,.tions, ete. 
• ~· •• • .• ,. '-, .. . - ,·'... .. ·, .. • • •. , ,.,~·. I f .: '• • \ ,' 

should :be 'made. available t.o th~"policyh6ld~rs in both 
·.:::1) ..... .-: ... t':··r ;:.·.· ..• ~-' . .;:~.!..-t.:~· .. .i.::· : •·· ... ·,~·- . .- .: ·· , .. /:: \ .. 

English :and 'the- regioniu language; (3.4, 25) 
; .. ·.>·?·· ~ .... · ~ :,:.. : . ::·· :· •· • • .. ,' .;_ . ,, . .. ..,,_ 

···15.78~. The very f'ac·t .that about Rs,60 lacs 
.-~. ·' ~' '; . .! r_ :· ·. ! ·. .· ,. 

or death andmaturiti'claim.S are writte:n·back annually 
·'·· •. ~;_,.· .'··· · ... ; . .•·• -':···· -~·, ~' '\ •r, .·~·: 

l!>e.i!au,se.·.the', elaimants are not tra.Ceable and another 
-~··: . -;_. . . . .. . . . ' 

· RS.50 .. lacs.· are· Written ·back because. the poli41"hOlders . ·• ·. ~ :. . . . ... . 

.do "not f\l.rn.ish.complete dat~ c;ccording. }~ .the - . . . . 
~ ,•. ~ ~·· ,. • • "'I • ;, • • I' ' ' 

.:cor-poration.' s requirements cl.e,arly'prov.e~·.that the 
. . . -~ : . . . . . ~ . . . . .... ·. . ·.• . . , 

·co.rPoratiori' s ·busines-s· is ·ab .. ~?lutely impersonal and 
... ···. .,.~-· . ' 

. t:totere is ~0, .personal· eontact of· .the Ag~t ·.With th.e 
. . .:. . . 

tolleyholder~. (3,4.27) · ... . •. 

;15.79.. We are .. qf' line ~l..~~ '!inali.·lf'.-'tP-e agent 

iS reqili.red t'o de;~~qp .and ~aintain personal. eontacts 

· wl,_th· aU·p~eyh,~ld~~s· .. and t"o. ;~.ide. ~~~1~ at .. 
.. . . "" - . ~ . . 

t!:leir doo~; no"sii~eases.n"eed ar,is.:i.·(3.4o28)~ ' ., . . .. ~ :: . . . . . . . ~ . 
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· 15. SO.·. The Corporation Seems" to take. complaints 

tor. ~ranted. The Corporation_ also. se.ems to be completelY 

oblivious of the fac'P that lapse ratio is the ·highest . . 

in the East~rn Zone. (3.4.31). 

15.81. The Cdrporat~on 1 s 

?.4% :!.s indei3d ·high. During 1955, 

o'Verall lapse· ratio of 
I 

the ove~all lapse ratio 

of all the private insurers was 7~6%, As a monopolistic 

organisation, .the corporation Sheuld hl. ve done certainly 

better and it is strange that there.has ·been no improve-. . 

ment in the lapse ratio .even after 12 years of its 

existence, (3;4.32)· · 

15. 82. That the lapse ratio varies from region 

to_ region.due to d;Lfferences in literacy standards, 
._.-·----------· --
economic factors, ~tc. between the regio~s may be 

p arti·auy · co:t>rect; bu. t in our opinion, poor ril~agement' 

me·ans'poor business"ana., .therefore; hig» 'lapses. '{3.4.35) 

15 ;83. The 'lapsaticirt in the yef;.r of issue of 

pl9licies being: as· h:l:gh ·as 4% 'as not a rare phenomenon with 

D!vi:sional·Offices ·during the i.;,st fiv;:r years~ (~3.4•37r 

· 15 .84. We ·feel that 'the corpo:i:'ation has ·not made 

any serious. ehde avour to arrest the high lapse ~ratio 

which:is, in alargemeasu:ve~ due to theineffiaient.and 

ineffective., seiling, The most important reason given · 

by the Corporation, Le. ,. 11 deteriqratioh in the ge·neral 

ec·onOIIlic cond:i::tibns"' which we do not aecept as correct, 

should have been talren care· of by collect.ing, "term --;,. 

:l.ii:SU:rahce. premium'·' at'-the 'o1;1tse~ ·as recomniended'by us 
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eariier. ··This sy.stem .will· aJ:'so take-. care of. .one more 
~: .. ;-): .. : -~···· :,.-.. ... ~-:_,_i,· .. - .· .. : - .· ... _\• 

cause of lapsation, viz.,; ''inability of the, -poll~rY-
.... : .. -~~~- (: .. ·: ':: ~- .:. ~ ; ... ··-. ::· . . ·. : .. ·.-':· .... . "~-

holder. tC?. contiz:rue ins"Uy~ce''·. The reorgairis .. ati·pn-
,. .:. . . . ... . 

of tho Agcn~Y. F6;r:cc. an.d t~e serv1.ce· at the door of 
·-·.:·· -·~··'-·· -~ . ;. ·.. . ~ ... · .. ; . 

the policyholders as· recomm!3nded '\)y us .. sl~ould ~(llP 
" . . . . . . .. . ~ 

_·in .co~bating the other ca,us.es.of :),aps~s. ,.(3.4.,4~~-
. . :"' . . . . . . . . ·. . . . ' . . . . 

15.85 •. The administrative· macJP,n.ery has to be 
.- .. · . ~ • -I . • • . : ·. . . . • : . ·. :· ... : : • ' . ol.•. 0 • • •• •• • 

thoroughly _overhaul~d. to. ~el:p _the __ poJ,;ic.~o~dez;. so_ that 
~ . ; . . . . 

b.is docUmentation with the Corporation .is. k~?Pt up.,.to-
• ·, • .• • " ·: • • •'. ' ' .. · I,..., • • 

. '. . . 
date to -enable him or his successor to .. get. p;r:-ompt 

', ',I • -. ~ :.,0 o ,• . ; o . . ,;., : ' o ' •o' I 

po).icy servicing po-licy 1oa,11., su;r:-r~qder,~ adjustment 
• •• • .• • • • ... • • 0 • • • ••• • • 

of depos;its and :prO!l!pt _set~lemen~ of claim~. (~.~·!47) 
• : ••• .1, • • • ·... . 

15.89·. The real answer to the problem of 

po_o~, "iriefficient 'servi~~ under the conditiQils · . . .. . ~ . . ... ;' .. .. ' . .. 
prev6.iling in 'India lies. in rendering of sGrv:i.ce. at .. .. . . . .. , ;·. . . . . . . 
the door .of the poliQ:yholders. Thi.s can only be done 

, . . . . . . . ~ . . . ... . 
·-b;·tihe Agerit.s of ·th~ C~J?POI,'ation. :~3.4.48) 

. .•• •• ,, • =· . . ., 

15 •. 87 .• , An in~ra,nce f'.gent. ::.s the focal.· point 

of 'contac.t ·be~·...;e·~n the .public. ~d·t:ne lif~· i.fi~;~r~· The 
•. . .. . .·· .. 

'~xt~n·t of su~ce~s of. a life insurer .in achieving .tho 
• • • ' • - •• ••• •• ' -;,...· • 0 •• ·!. 0 • 

: b~sic obj ective.s .;f s~qial ~ecur.i~y for the'..-loiDI'lJ.ll1itY 

-~d~pends ·la~g~iy on t~~. ini ~i ~t'i~~ ~~, ~~~e_.rp.ri~r,. pyn¢sm 

~d:· ~ffic~enc.y o/tho Ag~ncy 'For'cl3 • (S.~.~;J)' . : .. 
'.. • I" • • ~. • ~ • • ! : ..• - .. i . • •'\ : 

.'l5.s$. Bcs:i.d~s, the insnranc13 Agent practically 
•. ·... . . . .. . . j. . .' . . . .· 

r·enders no serVi.co.:a~ present. The_,i\gent just sell~ 
• • • • •• • • . • j ; : • 

and that too poorly·~ ... ~e ,is rarely seen :~y th~ policy-

holder once t·:m li_f~?.· policy is sold by him •. ( 3.4. 53) 
· .. 

409. 



CHAPTER XV 

15.89. It .is ·evident that not only the insu~ance 

Agent has failed in carrying the message of l.ife ipsurance 

to every home, th~ Develbpment Officer ha~ also failed to 

fulfil the task assigned to him. (3J4.58) . 

15.90. It has to be noted that neither the Agent 

nor the DevelopiD;ent. Officer renders personalised service 

at present. There are a large nUlJ1ber of policies 'Without 

age admission, nomination or- assignment, With the result 

that claims settlemen~s are delayed and large amounts of 

outstanding claims have accumulated. (3.4.59) .. 
15.91. Most of the functions which according to 

the Corporation fall under the concept of service 

representing action at ·the Office could, in our opinion, 

be safely entrusted to the Agents~ We, therefor·e, recommend 

that such functions pertaining to policyholders servicing 

should be discharged .by the Agents. ( 3 .4.60) 

15.92. We do not agree 'With the Corporation· 

that the complOJx:!-ties of policy servicing limit its 

decentralisation in Branches to comparatively simple 

fuilctions. Acco_rding to us,. there' is no re~son Why Agents 

cannot rerider these services in·dependentiy in most cases 

arid ·by ~e.rsonal discussion, With the Branch Hanager in 

those. cases ,.m,ich are complex in ch~acter. The 

Administrative Hanuals prepared by the Corporation 

should provide all the necessary guidance to the 

Agents for policy servicing, (3.4.61) 
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15.93. The Corporation's apprehens~ns regarding ... -. 
the mistakes and 'detalcati,(ms by ."l;h~: Agents are. misplaced. 

The ciefalcation·s, ·if any, can be. t_~ken_ care ,o:r _by. 

means ·of fidelity guarantee insurance. (3.~.63) 

15.9.4.· After examining the various facets of 

policyhoiders 1 • sel'vi-cing, we are of th,e vi~w t-~~t t·ha 

Corp'oration has failed to .discharge its basic responsi-. . . 
'' 

billties to the policyholders in regard to post-sales 
. . .... . ... 

service and in making insurance· widely popular. In our 
. • • • r 

opinion·; to: protect the interests of the policyholders . . . 
• o I • ' 

an'd t6·':inake the. Corporation an ertective .:Instrument 

·for the -mobilisation. of public sav:lngs and thus realising 

the objectives of nation,.ali sat ;ion,. radic.~ structural 
' 

and f'uri.ctiona.i change~ are necesaary. We would, there

fore, ·recommend the' establishment or a stable ago~cy 

force entrusted with tl;le t;:tsk of develoning life 
''.: 

in.8urance''business ~ntensively ~~ctor-wise. T~.e '· 

Age'nt should be ftxlly responsible for servi'cing the 

poii·cyholders· in each .s~ctoz: through_out the. currency . .... . · .. ·, 
of the term of ·policy an.d act as a. frten_d, philosopher 

.•· . . ' 

and guide' 'to: the po.licyl;lolder .in all his financial 

matters·,"' The Agent. w:LJ.:!. pe the king-pin in the 
'' .. 

organi.sation arid Will, in 

personified in the secto.r 

f~ct, be the Corporation 
: . 

allotted to him and will . -~ . . 
~ . ' I 

'be·in ·a position td carry the message of insurance 

to every household in his sector, thereby mobilising 

the Savings of every household in hiS area Of OpGratio,... 
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· The Agent shall also provide -the much needed 

personalised service a~ the door of the policy

holder. (3.4.64) 

15.95~ We recOmmend the creat~on of a new 

cadre of Block-Officers.(SerViee and Development) 

Class III. The scale of pay and allowances for t~e 

Bloek Officers should be the same· as· for .Assistants. 

The posts of Assistants and Blo~k Officers will be 
. . . . 

in ter-cha.ng~able. The duties and functions of -the 

Block Officers will be identical with those of·the 

Block Agents. (3.4.66) · 

15.96. The Block Officers will be, by and 

large, proficient-in -the policyholde!s SerVicing w~r~ 

and should be able to function very effectively after 

some intensive trai-ningin salesmanship. Tlp_s training 

m:ay not be necessary in the case· of existing Staff 

Agents who may be appoint~d as Block Officers~ 

Consequent on the introduction of the service at 

the aoor Of the policyholders aS recommended by U:s, 
. . . . 

the exist-ing .Staff Agents, who are more than 5,000 

should be deployed as Block Officers to function 

·in the field' for cultivating the block of families 

allotted to them, inte~sively ·by p.roviding them With 

. service at the door as vrell as selling life 

insurance in the Block. Such other Assistants as may 

.be required for deployment as Block Officers may be 

"hrnn i:h~ 7'Arllli .Si tG training in Salesmanship before 
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being post_ed as Block Officers. (3.:.4.67,) 

.15.97: We recommend that the functions of· 
~ ~ 

the Development Offiqer should be re_oriented for 
. . . 

sector-wise development of li~e business~ The' 

e:x::Lsting !unctions of a Development Orficer ;\,nt~t ... 
.a11.a include rendering all such services to policy-. . 

(3.4.68) 

15.98~- ·we also recommend that· the Braneh 

Offices which a.:t-e 'in€ff~_t_ive;J.,y organised· at :present 
• '\ •• • • '# • 

should. be organised and. harnessed to be -sel~-sut'fici(;lnt ' . - ~ . 
' . . '. 

to render all the services from proposal 
··r.·· 

claim to t-h~-p&li.eyholders. (3,4,691 
· ... · ·. . :. 

to. JlOJ.icy 

' 15.99', · The~ Corpo;ra:f;ion does not seq!~~ to 
.. . . . -

take the Policyholders' Councils seriously, (3.4.73) 

15.100·. - We ·would, theref~re, recommend. th~t 
• r ~ ~ • ',•' • •' • f 

the Cor,Poration· should -pu,bliciSe the activities of 
•. ~ .·· . .. •. ' ~.l 

thes,e Qouneils and'ta:l<~ appropriate steps tQ -make 
~ .. : . . ·~: . 

them an effective inst:rume_nt for imnrovemEm~ s ,~ .. 
policyholders ~ervieing, (3.4,74 

: :. 

15.101. The policyholders are sca~~ered . . .., 

throughout the ·country,-. and do not ha:ve any organisa-. . . . 

tion of their om to vent,il~~e- their griev.arces _ 
:. ' < • ' • '.I' I ,• , : 

against servicifig. 'W3 reCOIDJ:lend that. the Corpor!lt __ __ 

shou~~ pr~:Vid.e :au n~cess~r; facilities to tl1;~ .. ~ . . . . . ~ 

policyholders to ·organise PoUcyholders' .. Assoeia~ions 

at least at each Divisi. onal Headq,it~ters i.Iqm~diately 
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and in dUe course at each'Branch ie~el •. (3,4o76) 

15-~102~· Personalised, prompt and efficient 
.. , 

post..:saJ.es service on the. lines recomnwnded by, c;~s i 

a must ·1f the. Corporati.on .is to ·make life insu~ance 

widely pepular and·.attract.iv:-e and live up to the 

. nation's expectatioqs; (3.4.77) . . . . . . 

·"'1,. ...... ' - ECON01u IN EXPENDITUffi Section 5·: 
., 

L6.103. · Insurers .4:1,. over the worl·d take 

gre~t pains to keep ·the cost -~f' _li~e ·~n~~tance as . 
•• • • • •• -· • 0 • • • • • \ ··~'· • • •• 

lOW as poSsibl·e by ef.fect;Lve_ ecqnomieS in adminis-
1, • ' . • ~,.. • • • 

. ·. . . ' .. '•. ~ . - .... . ·.· .. 
tration; i •. e.,'.bdth·selJ,ing and_servicing; so 1as-to .. 

. . i ·.. . . -. . -- -

make it at.t'racti"Ce and.pop:ul~ compared to 'otiler 

.imedia of' savings. (3 .5 •. 2.) . ,. . . 

. . 

judg~g whether a life insuranc:e administration is ... 
econom:f:c·~~-to 'compar~ its over-all and. Renevral·· . . . . ., .. . -

Expense Ratios over a _period of' time o~: to compare 

them With those of other life in~rors:· A ·comparison 
• • • 1 

1 • ';· • . 

. of the overall expense ratio is not. very· meaningful. 
. . . 

The renewal e:iponse· ratio gives a b<ilttor appri3ciation 

of the economic admin;istration of a life iilsurer. 

(3.5.4) 

. 15.105. The statutory limit on expenses 

prescribed under Section 40B of' the_ Insurance Act, 

1938, allow-expenses up to. 90% of Jir.s.t, year.' s 

premium for new busino ss w:i. th a re.duced percenta~e 

for short-term policies and 15% of. renewal premium. 
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.. 415. 

In the pre-mationalisat~on per1od, mos:c oi· :cne good 
,_..... .. . . . ... . . , ... . 

life companies remained well Within these .lilllits~ . . .. 
(3.5.5.) 

15;106. The overall expense ratio of the 
. . 

Corporation has varied· between 27 .20%· and 29.3~ •. The . , 
renewal expense ratio h·as b8en above 12.42% and . . . 
climbed the peak level of 15.91% in 1966-67. (3 .5.6) .. 

: ..... '.. • .. ••• • • • •' 0 

15.107. On the first year's ·expense ratio .. of 
• • • ' 1 . • · ,I 

about ?2~( tn~ renewal expense rat~o of thG. Corpor;;L-. . ,. . . . . . . ·.· . . . 

ti.on has been over 16.9% every year. The allowance 
. : . ., . 

of 90% C?f .f'J..rst yeaf'' s· expepses .. unde.r .the ... statute 
•', •' ~ ." • • ' ~ I' '! ' . ~' o 

could have been considerGd reasona.bJ,o for.. tno 
• ·'' . • • 1 

erstwhile insurers working under.compet~tive conditions; 
·. , . r 1 • •. f., ·' · ... · • . ~ • r • . 

but not for a nation aU se(l, , .. mS?!}.opolistie under-· 
. . ' . ."" . . . \ . . ~ ~ ' 

taking of a _gi~t size .capable of a?hieV:in~ ~~e 
-~ ... 

requisite ·economies in a.drninist!.'ativq· expenses. 
. . . " .. 

by r.ationalising anQ. simpl~fying its procedures.(3.5.7) . . . .. . . ·. . . . . . ' . . 
... 15,108. The renewal expense. ra');_:l,.o. of.: ,_ 

~ • ~ ,. . • • f • • • • • ' 

1-Rew India' .and 'Oriental' was not more than .14.8%. . . . ' ' ' . . ' •. . 
We are, . thel','_efore, · +nclined to. 'l!hink that thq 

. ... . . . . . ... ·. . ... 
record of. the Corpo:r9:~i9n in. the .Jilatte:r ,of expense . . .. ~. .;. .. ·: ~ .. ; . . . . . . . : . . . " ·.· . 

ratios is poor and that nationalisation has not 

helped to check extravagance in administrative. 
.. ._,_- :·:· . ; .. :.. . . . . . •. 

expenses •. (3.5.8) 

15.109. Thq compq.rison of the Corporation '·s-. ' 

expc.m.se ratio with. the ez:pensc ratio of the 

British Comp~~ics is verY telling• The Corporation 
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. for a first. year 1 s cos.t. or 7<$ i:q.curx:ed a renewal 

~xpense' ~atio .. vai"Ying. between·i7 to 1.9.6%, whereas 

the Prudential'· s renewal expense ratio is about 7 .5%. 
. - . . . / . 

l'he Legal and G'eneraJ. shows very much smailer first 

;y-ear 1 s ~d ;enewaJ. expense ratios. {3 .• 5.9) ' 

15.110. l'he overall expense r·atio.of .all u.s • 
. . · . 

. Companie·s is. about E?% less. than that of·. the 

Corporation. ·(3 .5.10) 

15.111~ The·eompanies in U.K. and U.s.A. have 

to oper,ate under very ~ompetit~ve conditions. on 
the other hand, the Corporation is a monopolistic 

. - I • 

. . . 
conoer.n, !Unctiening under very favourable circumstance~ . . . 

. . . . . 

with no competition and .a vast untapped-potential . . . 
reaqy to be harvested. (3.5.11) 

15.112, The Ce~oration seems to be 

completely obliVious ·of the necessity to reduce the 

exPense ratio~. (3.5.13) 

15.U3. The cost (about 28%) of the Development 

orri~'r is. disproportionately high and_is alm~st equal . . 
to the commission paid t~'Agehts •. We :t:eel that the · · 

Corporation shouid not in¢u~· cost of more than 10% _· 

of the first year 1 s premium· on Development Of.fieers. 

(3.5.16) 

15.U4. "Other Expenses" which are not 

directly related. to nevr business have been allocated 
.' 

by ·the Corporation between fi·rst year's ·expenses 

and renewal exPenses in the proportion of first 
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· year• s J?remium to renewal premium. This asrumption 

is not a scientific basis for cost analYsis. (3 .5 .17) 

15.115. . The Corporation should explore all 

poss:lc.lo avenues of economy particularly in the 

payment of medical fees. ( .3.5.18) 

15.116. The rise in ·the expensas of the 

Zonal Offices is inexplicable e.spocially so when 

their role in the procur~meht of business or policy 

servicing is very limited. (3,5,19) 

15.117. 
. . \ 

We feel that considerable economies 

can be effected ·on major items like travelling 

allowance, law charges, stationery, postage, telegrams, 

telephone, electricity, freight ch~rges and other 

miscellaneous heads. We are of "the view that the . . 
Corporation should exer~ise proper budgetary control 

on these items of expenditure and effect economills 

so as to reduce them to the very minimum. (3,5,20) 

15.118. During eyidencu it was pointed out 

to the Group that there is wastefUl expenditure on 

unnecessary tours and confer\3Ilcos. Wo -would recO!Illllend 

·that wasteful.expenditure on unnecessary tours and 

' conferen~s should be nrohibited. (3 .5.21) 

15.119. For effective mobilisation of 

public· saVings the Corporation should keep tho 

cost of life insurance as low as possible to make 

life insurance attractive and popular. We, there

fore, ·recom:nend that the Corporation should effoct 
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administrative economics of the magnitude requirod 

so as to reduce thG e?CPense ratios to arol.l!fd 60% · 

of the first year's premium and 10% of the renewal 

premium. The followin~ recommendations made by 
. 

us Wi~ substantially help the Corporation in 

ach;Ieving these ratios: 

(i) Decentralisation of the functions 
to the Branch level; 

(ii) Reduction in the cost of Development 
Officers to 10%; 

(iii) Abolition_ of Zo~1_sl Offices which , 
account for l.?lro of the expenses; 

(iv) Service at the door by the Agents 
resulting in substantial economies in 
stationery, postage, telegram and 
telephone charges on account of · 
shorter lines of communications; 

•i I • 

( v) .Economy on travelling allowances by 
obViating wastefUl expenses on tours 
and conferences; 3Il.d 

(Vi) Substantial economies in other-important 
items of expenditure. (3·~5-~) 

15.120; The above recommendations together 

with the growth of life business· of the dimensions envisaged 

by US Should bring down thG reneWal cost ratio· Of.the 

Corporation.from the present hi_gh level of 19.36% to about· 

10.% within the next few years. Cost ~onsciousness on the 

part of the Corporation, its officers and -staff.and 

proper budgetary controls are a sine .w.a, non for , 

achieving the desired reduction. in the.renewal 
.. . 

expense ratio. (3.5.23) 
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Section 6: INVJ!;STJ:.f3!·:TS .AND YIELDS 

15.121. The huge funds which a lifo insurer 

commands .belong to the policyholder~. An insurer 

must deal 'lo.>ith i!hesd funds onlY in th_. .~pirit of 

a trustee for the poll.cyholders. (3 .6 .1) 

15.122. The interest yield lvhich is 

earned on such funds constitutes an important clement 

in the calculation of premiums charged to the policy

holders. (3.6.2) 

15.123; It is evident that cheaper insurance 

acts as a catalytic agent for a dynamic and accelerated 

growth qf life business in an under-developed 

country like ours. (3.6.3.) 

15.124. The Corporation is the largest 

single investor in the country which invested about 

ns.i26 cro;res in 1966-67 and is h~•ving total invo~t

ments in Indie of Rs.l,l39 crores. The average yield 

on these investments is 5,22% (3.6.5) 

15 .125. Apart from its inve stmcnt s in 

India, the Corporation 1 s foreign investments 

including house property amounted to r.s.26 .31 crores 

and the yield thereon (e«cluding iwuse property) 

. worked out at 4.62%. (3.6.5) 

15.126. The British Life Offices follow 

an active investment policy . and 40% of their 

total investments are. in securities w~ch 

provide a.hedge against inflation. (3.6.10) 
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15.127. The u.s. insur&~ce companies invest a 

growing share of their assets in high yielding 

investments. (3.6 .13) 
,_ 

15.128, While the U.K. and U.S. insurers have 

been constantlf reshuffling ~d realigning their 

inVestment portfolio to yield the highest poss.ible 

yield consistent 1-r.Lth the safety of capital, tho 

Corporation 1 s performance in ·:tbi s matter does not 

re~lect the flexibility ~equired to pursue·an active 

investment policy with a view to earning the highest 

possible-yield, (3.6.14) 

l5:129. As a part,6f its investment policy, the 

Corporation underwrites bonds., debentures and shares., 

We would recommend that underwriting should be &one 

strictly ii). accordance with business principles. (3 .6 .15) 

15.130. It 1.s of int.Jrest to note that while, 

the house nroperty of the Corporation increased from 

~.22.l8 crores in 1958 to ~.34.65 crores in 1966-67, 

the yield. thereon during these years -,,ent up from 3.89% 

to 5.24% (1966~67). (3.6,17) 

15..131. The return on house property is 
.. 

obviously verY inadequate especially in the context . ' . . . 

of the present high rates of interest and when. the . . . 

Corporation itself is charging 8% on mortgage loans 
. . . 

and 7% on loans under 11 0wn Your Home" Scheme. (3.6 .18) 

15.132. It is there.fore obvious "!;hat the 

Corporaticn 1 s investm9nt in house property has not been 
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on sound business principles. (3.6.18). 

15.133 •. We 'recommend that the Corporation should, 

therefore, exmtine its house property portfolio and 

dispose of all unremunerative properties forthwith. 

Other properties which do-not yield at least as much . . 
as that charged on mortgage loans, i.e. s% should also 

~ ,.. :.. :- . . ~ ,. . 

be disposed of unless theso ·are absolutely neeessary 
.-.. . . . . .. 

fo~ the Corporation 1 s own use. The Corporation had 
' s,ome excellent opportwlities to make VGry attractive 

-irivest~~ri-ts in re~ Lpr~ncrty developmGnt in the 

urban -~eas:· The capital ga::Lr;:.s and.yie.:I.cis thereon 
4o - .l 

should have been attradltive •. (3.6.18) 

15.134. As on 31.3.1967, the Coroorat.ion 
. ' 

h?-d given loans to State GoV<:lrrunents for housing 

sche~o.s amotinting t.o ·lls;83.34 croNs., the 7icld _on 
~ ~ .· ... 
those inV<:.JStmGnts ·rose ·from p.SO:h-in 1962-63. to 

6. 2M( iiJ: ~ 1966-67: (3~ 6.19) 
•• - -1. ;''' :~~-- •• ·;', ' .• • • .... ' 

15.135~ Ovin Your Home. Scheme is at present 
.. . . . ' 

in. operation in ~18 ·centres in India •. It appears that . . - . . . 
O.Y.H. Schomd doGs not seem _to bGnofit even a majority 

. ~· ' 

of the middie class pcoplG, let alone poorer sector 

of t~e- ~ommunity: (3.6.22) 

.• !· ... - .. 15~135 •. · Ther~- has be 

very heavy expenses incurred by the borrowurs for ' .··'-- ;t 
obtaining ·loan~ unde; the Scheme. vie reconuiH3nd that . . . 
in'· respect of the to,:ms· where equitable forti of 

. r . - ~ - . 
mort'gage ~i:S not' permissible the borrowers could . 

. . . - . .. ·; - ·- ., - , . 

be ~-sked to· c. all cin :the Cor-ooration.' s offi co in one 
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of the !30. cities where equitable form of mortgage 
· .. ' . . . . . 

is permissible to deposit·. the title deeds~ We 

also· r-ecommend that Governm~:mt should extend 
. -··. 

the list of cities. whe.re equitable form of mortgage 

is permissible. b.s.23) 
· 15,137. Even though the Committee on Public 

.. . 

Undertakings stressed the· impo:rt-ance of the Corp.oration 
' 0 

catering to the we~er ·sections of the society thrm.{gh 
- -.... ' . - . ,. . 

the loan schemes of the. Corporation, nothing tangible .. 
-· . 

has been- done so far, Neither the Corporation .. nor . - ,. . 
;- • •• 0 ·- o.# 

the Government have given any thought to t:he· evolving 
, I . ':·: 

of a scheme· to help the 1JOOrer sections of· the · 

community. (3,6.25) 
- ·. 
15. ~B. . We , therefo.re, reco!!Uhend that the 

Corporatiod should .follow a v:i.gorotls ·poli~y.;o:f ·i!ive.st-
- . - -· . . . - ~ 

._· . ·- .: -· 

ing in housing·scpemes· and simplifY its procedures . . . . ~ . 
~; ·'_. ~ ·.: ..... } .... ' ·;.-

'Tor'igranting· loans .for such schemes so as· to -~nable 
'::', • ,.. • . r . 

.. 
more. and more €lass~s of people to take the adv~tage 

. . ... 
of such schemes. (3.6.26) 

Corporation '.s attenti~n as second ptior~ty after 
·. --. "' 

:. ·~· 

investm~nts· meant to incre~se the rur.al production~ 
. -

(3.6.28} 

15.140. We are constrained. to obse~e th~t ·the 

Corporation r s negative a~;ro·a~h' on a vital ~attGr' •') 
. . . .: .. ' ... . . . 

J • 

like rural housing is bound to handicap it in 
- .. \. .' 

spreading the LiG ssage of life insurance to every. 
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nook and corner of the country ~1d co1:1e in the wcy 

of its making· ma.ximu.m contrl~tiol').. to th~· s~cio-· 

economic' transformation that i~ ~aldng ,place in the 

country. ·We, therefore 1 re_~()mm~nd that the Corporation 

should act as- an· entrepreneur for_ ~r!l:l housing and 

build cheap houses costing not J!lore. t.han Rsol1000 

each ·i.--1~ rur~l -a:reas. ~uch.a scheme will provide great . . 
'incentive to the ruraJ. population to take :UP 

· instirance. (3 .6 .30) • 

-does not seGm to be acutely conscious of its 

re sponsi bill ty to act in t]:}e spirit of a trustee for 
s::una 

the policyholders and· has fail,ed. to- show. the/degrl)e 

of concern ·and solicitude· for the interest of the . . . ' . . . 
policyhoiders irt .tho management. -of. tl;10ir funds, as a 

tru.ste·e' should ·nornally- do. Wo b,elieve . t~1at even 

within :the ·statutc-ry_ limitations, ~he Corpcr<~;-tion 

h.ad;· since-its inCeption, ample caportunities, 

~6nsistent with the ;;conomic and investment climate 
. to · · 

Ln the countr,y;/so. :rationalise,_ reshufq.o and realign 

lt,'s investment portfolio as t<;> ~ecure ma.x:i.lr:um . .. ' . 

possible-yield as was done by the British'Life 

Co1:(panies. (3.6.31). 

- 15.142. · ::Vcn if ~T\3 assume for the sake of 

arguJ;J.e.."lt that· the Corporo.tion had to invest huge 

funds in lbans and deposit to/_or guaranteed by 

tr~e Governrccnt, we are of-the opinion, that the 
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Corporation should have at ·least charged the prevailing 
. . .. __ '. 

~arket rates em 'such loallS.·ahd deposits .particularly . . . . .. .. 

when the Corporation is expected to act o~ _busin~ ss 

principles and s'erve the best.interests of._the 

policYholders. (3.6;.31) 

_5 .143·: It is understandable that the Government 

themselves would' normally look to the Corporation 
. . : ~ . . 

. for 'investment in certain Plan schemes~ However, we 

feel that the Corporation should not hai[e been 

treated by the GOvernment as- a milch-cow_for such . ·. . .... 

a· purpose to the- detr.iment o'! the int.erests of 

:the po_licyholders. (3-.6 .32) 
·-·;· 

15. i44. · To expect the Corporation to serve 

the best inte~ests of the policyholders pr:imarily 

and promote life insurance iii. India- and ·at· the same 

time deprive --it of higher income, which :i. t could 

have otherWise earned had it not been for statutory 

·li~itations· and/or indirect compulsions, is 
--

tantamount to starving the hen that is expected to 
,. ;· 

_],ay golden eggs. The net result of such a policy 

iS that whilst an 1nvesto~ obtains axi Yield of 7% 

even on Units of Unit Trust'~d 6~o5% on 10-year . , .. ,_ 

Nati~nal Savings Certificates, the. savings on 

the policyholders i.ri- the form of life :funds do 

not earn mo;e than 5.7% even when the investments 

are managed -by a 'well-equipped investment 
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15ol4o, ~th. a "!oef'ully low return on its . 

. investments, life insurance cann'ot but becOm.o the;_ . . : 

most unattr~ctive medi1lm for. savings of the c~m~ity~ . . . ' . : . 

We,. there fore, recommend that the Conoration must ' ,, "' . . ' -.-. . . 
earn. a. hlgher rate. of"interest on the savings .to 

.- • • ::' ,. ' : • :. I. • "'. ,. ' -· ' c . 

cover theJ:agher exp~ses it incurs,· if life inSu.rarice 

is to compet_e; successfully with othe1' media of 

~;~avi11.gs• (3 ,sl35) . 

1S.146o ... If (lovernm~?nt feels 'that ~ partieula;r .. ····-·- ... ---~:.~·-:- ... ~· · ... ~. ·- ... 
invest~ynt ~.s. ~;_s_en~ia\ in¥.~~~·. int~r~_sts .. _P.f' _t_he ' 

countrt even if it carries a loWer yield, WG reeo~end 
• • ~- •. ' :-.- . . • • • ·• . r • •,· • ·•• : ' ' . ' ,-.·. ' • -- : ; 

that, the Gove:m.mcrit should not ·heSitate to give. a 
' - ., . - . _r • ·;. __ .. - • -. • J: . ·- ' 

dire ~t_ive·, to ,the CorporaUo!l in -wr~i;;Lng tmctG"i' 
Section ;l·o;.~-~e·Ac;, .,.;,S~36l ' . 

, : . . - -'- ... . 

~15 .• 147 •.. We. sugge~t that the .Corporation.·· 

shou~d J;~-e·~~~~·e· it~ .f~;~i~n ·po;t~oli~ and improv( 
..... -.. . . . : ..... . . .·, .• :.. . . 

upon its. yield to take advantage of investment.,· . . . .. ' -· -. :.. - :. . . ~ 

-;., . . . ·'- '. ; 

opportunities ~d ~gher ;Yields: w}lich are availabio· 
. . . . ..... . . ' . __ . ·; ' :· . . . 

in a number of countries abroad•: (3.6.38) ' - . 

·., . 15.14B·. · It +s likely that in India,. {t iilay 
•• • •·• • • j • • • • ' - • - ' ..... 

. not ·:t:>e yessible :to a,chievo the s~e. degree of . ' 
' ~ r . . •. '. J.' . "~ 

hedging agaiiist ·.tnflat.io~ and consequent deprceia-
; •· .. '·- ~- -... . . ~ 

.. ' I 

tion· in C:t+rrancy .,as ·is po'ssible .abroad. :we, how-

aver, b~liev_e ·t~~:~a-si~i;icant erlant "6r f?UC~· .· 

hedging is still 'Possible in our country.; (3,.6.40J 
. .'I • ," • ,. • • -. . - . 

, 1.5.149. In the light of our above observa-

tion,s ,. w.e feel that :the Corporation shO?ld 

-sc~till:ise it~ investment portfollo .. forthwith 



with a ~ew to s'tepp_ing up the yj.e_ld thereon and ·" 

for tltU!l purpose we recommend.' as under: > · · . 
' . . . - ' - . . 

( 1) Tre ~re·sent restrict ion on iriv~stment · 
of life funds were imposed in 1950 by Section 27A of 
the Insuranee. Act to. prot·e~t tre interests of llfe 

potlcyhol~ers by .. p.;,v~ntihg ~-scirupulous prf·hte; 
. '- . . -

insurers from frittering away hard earned ( ~avirig~ ,;;. . 

of the people through malpractices in investments. 

W:i.th-tlie :nati~nal::tsation ~r lit~ 1;15u·t~ce';· .th~~ . 
• r 

applicaticin .. of·Section · i?A to"th·e.Co!i"oi>ation ·is_:·~-:', -

:~ian:_,a.nachr.onism •. :i;~: h~pers-. tb.~·_cohor~ti~zit·s: :ere·edo¢ •-
.· :- . . 

in- evolvi~g-:a .nexil,ie -;~<i· active.:~vestrnerit'-• policy<.~ - ' . . 
. . -.-=· -.. · .. -~ ' .. t (' ... i ,. ~ .:' - ,. . -l- - ... . . •. :. • 

to se'cure :the m.a_xi!jlUIIl Yield fo~ ,t]iE;!.p-olicyhold,er§)·,:: 
. . ..- ~- . 
:. ... .. _ .. . -~ . ..; -·· ·'. - ~.... _...... . 

eon:sist efit··.:With , the·: safety: o:l; capit' ~ 'and·- Cll·:io ... : -~~: ~-
- ~ .... ·;~·:._. _'"'-..• ~ . ; .. -·. c·r . ---.-~ -

prevents .it from acting· on_. busine s~ .. : 'P:rii:lcipl,es ( 

For effective mobilisation· of haii:Loi:iaJ. -~ayi~g: 
• . . . ': ·- • • - • ~ . . - • : ! • 

·.for··edonomic developnent ."of .. tb.e ·coimtry::it ·:·i.l> 2' 
,- ;..., -

essential that:_life :·insur~ce ?-~' .l~ad.e' cheap"el>·.-1;>j 
- ~ ·- -· 

enabling the Corporation to ·ea.;rn higbl3r~-y:i:eld.S. 
-_ .. . ' - . . . 

on its·' investm~ts• Cheaper iris1lran6e- w:Lli, : 

i.D.~ turn, _'lead t6 'large'r ·a.nci 'J.ar~er' mobilisation 
. .. ·--' . ;; ~ - - . . - -

of publi,c savings .• The ·c·or·)oratiori 1 s. investments 
- # -.: • • ..t 

will, .therefore·, go 0~ 'ris~g- in aritbmeticiu" ~ 
- - _. . . . ·_ . ::-· ~ ... -~-.. - · .... __ / ·-;-·- , ... ~ .. 
progression and consequently' there should be· nO:· . 

- c . 

dearth of capital."aithe; -fo:r fh~ Gove'~runent!· or for .. 

6. 



CHAPTER xv· 

application of Section '27A'of the Insurance Act to the 
- !' -

Corporation~ This:will have a tonic.offect not only 

on the 'development of lifo insuranc:o' but also on . . 
• • • r 

the caPit~l-·markets in the country and at the same 
. . 

. . .. 
time·:.All increase the_ capacity 9f ~he Corporation 

to contribUte substantiallY .. to the Government 

securities and. public: sector projects, 

( 2) The Corpibration i &-a,· big investor to 
t 

meet the- ne~ds of the Central Government~: ~tate 

Governments and the public so'cto·r ·at lower rates 

of intere.st than what the Corporation can oarn 

in other fields, 

·We feel that the Corporation 1 s investment : 
. 
pqlicy or yields thereon should not be governed by· 

considerations of assistance or subsidy to any 

Governnent or Govern.meht.-sponsopad institutions • . 
Such subsidy must come .only from. G·eneral Revenues, 

(3) ·The· funds· of the Corporation are in thc 

nature of .trust money and the .Corporation is expected 
' .. 

to ~ork on business principles.and further the 

interests of its 1JOlic;tholders. We would, thoreforc, 

recomnend that-consistcnt with the social 

obj~tives the Corporation should invest its funds 

as under, so as to e~rn a higher return: 

(i) 25 per cent to be invested in Government 
secu~tics; 
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(ii) 25 per cent. in "other .approved. securi~ies" 
including loans and deposits to/6r guaranteed 
by Government, loans .to Electricity Boaras, 
loans to L911d Nortgage Banks and· Cooperative 
sectors provided the funds _are _repired 
for specific rural projects; - . 

(iii) 25 per.· ceri.t to be invested· specific.a.J.ly for 
rural development including farm loans, 
provision of irr;igation facilities~ sinking 
of tube-wells, rural housing, manufacture 
of fertilisers, p:esticides; agricultural . 

_ implements, etc.; . _ 
• ' ' I 

(iv) 25 per cent to be invested in policY-loans, ... 
rear estate, mortgages; housing loans, . 

·.·debentures, .preference and ord;i.nary. shares, 
etc. · · 

It_ i~ no~ expected that the·se percentages · 

are to' be achieved :iJmnediately, -but· so far- as fresh '' 

inv~-~tmcmts evecy year are concerned;·:.the co:rp'brati~~ 

should inVest the new :rund.s in· such a way that these . .:. '· . . . . - . 

percentage~ will be achi_e:ved in a reasonabie'·'-pericid · · 

of tline. 

(4) Unduly large balances should: not- be kept. 

in current .. ~CCOll;?ts and surplUS funds lvhlch are. :riGt 

required immediately should be pU.t :L:ri cail· depo.sits.: 

(5)_ Th~ Corporation should publish every year 

in its Annual Report ·a..'1: exhaustive list of its 

investments ~s 'at the end of the year giVing the' ,.. 

names· of the Companies· as. well as· the· amounts . 
... .. .. 

invested in each class of securities,• . 

(6). We· are opposed-to. tne _idea that:the 

Corporation'.s funds' shou:J..dbe utilised for the 

purpose of supporting· the st·ock exchange operatic 
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: (7) The Corporati0!1 1 ~ .. ol;>jectiv~~'?-st bo.to• . 
') .:. ~· 

earn the :highest 7.i:eld on.:t.ts investm_cmt _ sl}bject to_ ,_, 

secUiity. of capital:in the interests ·qf ~he. policy

holders and,therefor~, -~very inve'stment 'm,ist be !!Hide,; 

by tl:l.e Corporation on .. bus{ne~s ·principles oril~. "(3.6.41) 
• • - • .. - '.J .. h. . 

15;,).50., · j:f :the ~orpora:ti9n is to 'oe ~ mi'ghty · ... 
~ '--. . , - . ~ - ·' ~-

.• . 
force aS' a niediU!)l;f9i'.mobi_;li~ation.of ;savings·, 'the ... , ... . ·· ... 
Corporation must bc_-p:lace(l~·~·a: Jl9S:i\ion ,to. eP:rn a 

' . . 
• I ' ' 

minillium ·yield of 7"/o.- 5:h:J.s w1ll
1 

enab;Le ,red.uct'ion- ~n:·;:. :r 

premiums.· by 25% ·.and en sur~ phenometlal grgwbh of ii're. 

: ' .. . :: ~ 
Section ?: ECONOMIC PREMiilli" R:AT'.:l:S. 

'" • .. ·15.i5i:. ) :Lii~ insurance in most of the countries. 
. . 

'· •. ,..._. • ·- • •· ~ r · ·, ~ ·: ~ f' · r·· r • J. 

in the· world is conducted' 'imder ·severe :coutp'eti ti'v:e _.,..J • 
.. :. . . : ,· -- -, .. ' ' . . 

conditions.· To cope up· With t.hf!Fconipetltion, Companies . .. . . , . 

.;ill .have to be' veri vigilant in ·t~ matter ':of the 

. premium· :rat~. th~y ·charge' and. the '•service they 'render-! 

to the insureds. C3~z.\)" .,.- ·· 
15.i5d~- · in·the -~bsend'e ·or comr>etition except·.-. . . : . . , . . ' 

. the Corpo~ation that its ;:Pfer.iiiuit rates·.· should be 

no high~ir'-tharrare .;arranted -by' ·strict· actuai-i8.1 

considerations. · (3~ 7. 2) 

15.15~. ·.·The ~hre~ ·factors g~crning the: 

calculations of lire insurande premiUm rates ·are· 

·-
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CHAPTER 'RV 
i_ .. :· :- .. ,;:, . ~. '• .·" .. 

· the ~~rr~ri~y .. of tl;i~ poiietes arid the expense of 
. . . 

minagemlimt. incliid,ing cdnirnissioil. (3. '1.4) 
.. -.. . ·. . . . 

· ·. <.15~154~. · The:·improv~ment in: tne 'mortality 
. . ' ~ . : . . . 

has a :'sub:;;t~~ial impact ori premium rates. The current 
. . .. ~ . . . . 

. .Cfu:o~t~t~ exp,er;!.eri.ce' of the Indian assure'd·lives h · · 
•" .-.... . ·.. .. . . 

about ·45% of the· moh·aihY· ·ad.'b-pted. ·:tn:~the- calctilation 

of preirlum' rate's and for~;a{~~ti~~ ... (3.7.7) : _.': 
. . 

· "15 .155. :Taking: t: ;t ~C ~ · 1.961 eXperienee, as the·~ 
· -'f i· · ~- :- • • : · ·: ;. · r · · •. : -- - · :· 

basi's-fc_>r premium rates,- -the premium rates' should be'·. 

· ab9U.F i:i1a iower: for age 30; term" 35 'under.EndO'W!ilent ·: 

Assurance . ~d: a~~t ~.% in~ 'the· ·caia ·of :Vlhole· Li.fe .· · ·· ·· 

limited payment age 30,,_~ term ,35~· (3;'1.1) · 
. . ··--.- ------ ------------------ .;..·~--- : .. _. 

15.156, The ,gross .. rate of iht~re~t ea.l'ned·.:on ·· · 
. - --. ... . - .. · . .·-

the ,life fund. bY: .t_he)Jo_rpor,a~j,o:p._ :.o.vef the a_eeade has 
. .. . : -. . -- - ~ . - ....... 

al~'? sho~ ap'. :i.mprov~,~JJ.t;• ;(3 _ _.7 .~) . . .. ::: . . ·' . 

: ·:: ·.19.157.- If 1% )rtghe~.'inter.est: cou].d be earned. 
. . • - --. • - • ·- • ., : :.. -- .. *.- ,_ " . • • ' - ... ' - . 1 ·' • .: 

llYr grg3ater f're~dom _of ma.rioeuirrab:i.l;i..ty' in, the. investm.ent 
- - - - - ~- . . . . .- -

portfolio, let alone the pu.rs¢t of- an.:i..rnaginative 
·_ • ,.,J,.. -- • : ' ' • -

and:,d;yn~i,c investment (policy,, the .Corporation·. . ~- . . .. _- ; . ._- ' . . .. _ . . .. _ ~ - - . 
eo-qld fl.av·e ~~,duced._ th~ ,~·c;>.~?t:qf -lif~.insuranee··.'by 

15 to .20% ·on 1~ng ;ten;1. p~J.lcies~: (3-~'i.n 
. ~ .... --~-.-. ~--.· ---~;t_: --- ... 

. .r,;Lq '!.1.~8. , T~~ ··,E;):lqlense~,,:<;>f.· m~agel)ieht. dt.,a ·J..ii e · . . ~ . .. ' - - ~ - . . -.. ~ -- .~ ..,;.__ 

offic~ are largely Within its control~ When 'tb.e ... ' 
. . ~ ·- . .. . .. - ·- . 

Corporatio:p., :was. .t,'onn€)d, ho];l_e 1?. .:were expressed that the . - - .. 

overal:I;_ eo.~t will ·be ~orJ.!~·.o~te:?: c a.t 1~%-,wbich. would. 

mean that the_co~t-.o~ life ·insurance in Indic 
.· :- - - - . _, . . 

would be in·,line, with ~hat of the 'Companies ,i 
. -- -" '· . .· ~ ' -·- . _, 
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lb.l59. If the level of expenses could ·oo reo.ucea 

to around 60% or the first year1 s premiums from the 
. I 

present level of 72$ and to 10% of the renewaJ. 

premiums. from the present level of about 19!%, it 

would bring about 10% reduction in premium r~tes. 
. . 

The Corporation has not beGn able to reduce its . 
premium rates during the last decade in spite or 
favourable mortality experience and higher interest 

Yields only because of its high level of expenses 

of management. (3.7.15) 

15.160. In U.K. during the last decade "Whole 

Life Without Profit" rates have been reduced "bY J.3 

to 25% and for 1'Endoment Without P:r0fit 11 rates by 

7 to 23%. (3. 7 .16) 

15.161 •. As against such reductions by British 

Companies, the premium rates in India have not 

been revised since nationalisation of life 

insurance in 1956. Besides, the small revision 

made in 1956 was only on .ad llQ£ basis and not 

on a scientific basis. (3.7.17) 

15.162. Even in the matter of bonus on 

With Profit plans, the Corporation• s 

performanca is disappointing. Bonus rates on 

Endowment and Whole Life policies have gone 

up since 1957 only ~Y 3 .20 and 4 .oo per 

thousand respectively. (3.7.18) 



15.163. Non-r~vision in the preimum rates : 

has resulted in an unfairness to iibn-profit poliey .. 

holders in as much as the rates are too high. For · 

this r·eason, ·the non-profit plans ~re not popul·ar 

and the bulk of the policies - 85% are with-profit 

policies~ (3.7.23) , 

15.164. Non-revision of rates for the various 

plans has created unfairness between various classes . 

of polityholders. Policies are· taken 0ut under 

varYing· plans for varying terms and at varying 

ages. W:i th the change of some of the factors affecting 

premium rates, there has been an inequity between; 

tlle vario-Us class~s of policyholder~.~ (3·.7 .24). 

15.165. Since the bonuses are u~fonm, 

irrespective of plans, terms and ages, it i.s not 

correct to say that the· diVe.rgence ·in tho bases 

adopted in the premium calculations from the 

actual experience is taken care of by.the bonus 
. ' 

distribution. (3 .7 .25) 

15.166. · The failure of the Corporation: 

in not effecting any changes iri the rates of 

premium ovei> such a long period.~· coupted with 

meagre bonuses has been d<3f1ni tely reflected 1n 

its poor progress. (3.7.26) · 

15.167. The reason why the British Companies 

are able to keep the cost of life insurance low is 

that they are able to manage their business very 
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. • c' •• '· ,. ~ ·., •. .Mt_. 

econooically at 60 to s~i'~n-·rirst ,year's precium 
~ • :. - ••• -· •.••. _: •• ; • •.J •• :---.~-- ::·--~ .• • ; • -~ ' 

and 8% on renewal premi1l41 and. earr;t tha hi.ghe.st 
·.··' l . . . . -,_, '· ·'. ' . .. .. . . . ' ... 

:· possible yield~ ;cqns;lstent :w;!.th !3ecuritY. of capital. 
•' . . . . - : 

(3.7 .28) . 
' ... ';; 

. . .15.:t6,8. On the :wl:!ole, H_·can·be said that 

there_ is. subst.antial __ sc0pe tor reduct:l,.on in the . -~ ~ 

' \ . . . ' . 
. rat.!?-S._of premiUm and the toduction dan aa.felY be to· . ,• . . .-. . .. . . . . ·. 

t_qe __ extent o.f ?5~ q.f; the .present premiUFl on an 
·. . 

ayerage. (3.7.29) 

lq.169. The appointment or th~ Conrnittee of ... ··.. .. . - . 
Act~a.r~e s .. for revision of premiULl rates after. J! yea·rs 

... ··_. . . . •-. ' ; . . . . . . :. . ~ . . .. ' 

o.f the .. C~P.U.·'·s reco.lll1lendation and the inordinate· . 
• -~-·.. • ... ·, 1, • • • • • •• :, .. • • 

delay,~in- its .report are a sad. rerJ.ection. on a 
• ... : . : . . .. . . . .. . . . . . 

Corpqrat~on expecte~ to conduct i~s affairs· on 
:· ." ... · . '; . .. . ~.. . ... . . . . 
busine_ss ·: p.ri:qcipl_es. (3,7,35)· 

.. 15 .. 17.0 .... _We, tl:JerQfo~e:,-.reg.orninend that the 
t 1_,_.· .• • -··· . ..• . . . . . .. 

Corporation must· revi~ its· -premium rates. forthWith.:-
. . . . . . . 

,(3.?.36) -
'. • ! • ;... • ~ •. 
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Chjniter -IV-: l:iHJli- Ll:!i CORPORATION'• ·vIS SEVERAL CORPORATIONS, 
.. . .. 

. - - .. - . . . . . .. '· . . .- . - . . . ~- . . ,: . . . 
l5'.i11.'· Although Gove.rnment daeided on 

a single Cdrp~ration·~ ··th"e ide~ ~.f h·;;;iz{g lil.Orc· than 

"orie· c"oi:porat:Lon has "be~n· rai~c~(i~ t:i.me tt t~e. 
• . ' : • :. • . t ' I • : : . •' , , 

working' are riot" due to its monopollstic}.o-r· 
' \ . . . ..... 

monolithic nature ' or its -size' bu f are . due ' 

' ' 

; un:iiitaglnative-:d~~el.riPmen-t/ and "admini~trative' 

p~;licias -~a· iaek- o·:r ~~p~ciatio~ ~r ~he' ~bjeetivo:!~ · 



·. 

-~:1..9:.1it.L;,L.:.IJ.I. AY 

of nationaus·ation. (4.16) 

15.173. Cre~tion· oi .semi-autonomolis Z~rial Units 
. . . 

ope:tating 'in their respective·~ Zones 'will not .mean . . . .. . . 

aompetition in the true s'ense ·of the ·-vTord. Competi-. . .·. ·. 

tion can exist only between organisa~i_ons wbictr.: : 
' 

operate throughout the country w:i;th equ8.1 opportUnities 

f~r .-t:u~ines~ jus:t as the private ':l,nsurers did before 

nat;onalisation •. (4;_17) 

15.174. We consider that the handling of 

business of large magn.:i,.tudes 'is an organisational 

problem and has nec~ssarily to be tackled _by any 
·. 
efficient man~ement. De eentraii sat ion of powe;s 

to the Branch Offices so as to make them funetion 

as satellit~ insurance .. companies of the present 

Corporation is the solution which·vre are .recommending. 

(cr. Chapter VI· Sectiori 2) (4~1S) . · 
. J .•. 

15._175. ·.It is t:h'e quality of the people manning 
. . . 

an institution more than its structure. that is . . . . 

respons~ble :for _tll.~ result.s .• Whatever. the 'l>tructu~e, 

it. is the, .s.ame. personnel th,at have to work.·and·-if . · .. : ,··'. . . . . . . .. . .. 

the men can work succe~s.fully in a .spJ,.it~up· organisa .. 
' ' . . . . 

tion,. we. do ·not. see why they cannot work, or achieve .. ·. ·• . . . . . . 

. . t.,he_: sanie.deg;r-ee _of_ success i . .f the o~gani~ation is_. 
. .. ' ~-

. not split-up. (4.19) · '•. ·. 
• • • • 4. 

15.176. The Corporation has durin_g its 12 years 

of life passed· thr9~gh· rn:an.Y: ·upheav'a:Ls, ~d we. do' not . . . . . 
•. ·.I, 

think .it would serve anY .purpose to create another 
....... 

434 •. 



CHAPTER XV 

435. 
~pheavaJ.. The Col'"'loration. has now taken a def'ini ta 

. . . 

shape and· it is advisable. to make improvements in 

. t~e 'pres'ent organisation ,. rather than disintegrate 
'•. . . . : . 

1t into many .parts in the pious hope that .. several. . . . 

Corporations will ~ction inore ef'f~.c1a~ly. Further, 

;,Once the Process of fra~eri.tation starts, there may 
. . _: •· ~ . .. . 

.,be no stop)1ing it~ It·may eventually lead to. each 

Stat.e having its· om Corpor.atiori, With all its . . . . . . 
' . . . . 
politieal. entanglements. Ail the fissi?arous tend~cios 

hanili;.capl)ing our natipnal life would creep into the 

various Corporations. Tendencies tOwards anploymcnt 

of local starr -on:lY· i~respeetive of merit and 
·, 

investment of rurids ·in particular region irre~pceti ve 
• ' • . • . . , I ', ' • 

o!'.nee·q..-o;r profitability, Will beeome dominant •. ~!J.e 
. . ·.t .. ! .. • . • ,• • 

idea of ·Re.gional Corporations seems to us to run· , ... 
. I . . • . ' ' 

l;lo~ter ;to fu.e efforts t·owards inte~~at:lon of. India·. 
. . . . . 

' .. 
There. will· be lowering' of perrorinailce and servicing 

. ' . . . ' 

standards, of integrity in management' and erosi<;>n ' 

qt .the trusteeship concept of lit~ in~;aneo ~.The 
. . . ... . 

standards ·of the worst managed: Regiorial Corporation 
. . . . .. 

· will soon become the norm ·end Will be quoted· to 

jus"!;ify the poor per!'~rmance and serv:icing standards 

·of other Corporations. (4.20) 

15 .177. We are of the opinion that what the 

tire Insurance Corppration needs to-day ·is a 

thorough structural. and functional .overha-q.l .a.s 

Y.A~OnrnAnr.Art hv ,, ~ !!rnrl +--h..,-r_ +h,;~~·.-,..1-,_ .. , ~ ......... --



meddling.' 'with the prese:t:lt, sing~~ Cbr;porat:\.on! In 

our. ~e·w:,:;:d:i"SJiiembe~ent: 6f" the Cbiop~r~tiC?,n ~J:i- : 
u:lt:!.tn~~tel~<::-lead.: i~- the ·a~ i:itr~cti~n~ or·· the entir~ 

o ',r . · , 1..;.. \ t. .. ~, , • : ' : .• 

cbncept"·bi n~t:i;;{i:lised.life'inSU:rance":in the" .. 

cou.ritr:i;: ~hlch -~JiT"be ~~traged-y i~-aeed.~ c4'. 21} 
. . . - •• : It • • 

. . 
Chapter V:. DIRECTION AND CONTROL. 

~...; •.• -~~---- .•• t ..... : -:~·-•. ~ 

15.178. The success. of any· corporate body 
~- . . : .; • • --- " • ~ -.. :. : •• •• .• .., • __ _..,_ >. 

depends primarily on the' kind and quality of direction 
' • • o "'< •o • ;' ·,: :- • o _. • : ~ 'o' : o •' • ~ ~ ; • ' ',' ' ,· ' I • 

and control e:;ercise<i ·in its poliCies. and. affairs. (5.1.) 
• • • ., ',: : '• : • . I : :· .-. • , -~-• .•.. • 

436. 

15.179. .The Life Insurance Corpo;atfon. Act·, 19BS, 

h~s adopte~··c;rporate··''st~c"ture. of. ~i~ection an~: c~nt"rol. 
... . . ... . . . . .. ' . \ \ .. . ...... 

However, thirc are v~ry m-~jor cliri'Eilrences · betwe~ the 
... ~·: . .. ., : = :- . . ..._ . . -~ . '. . :- ; . . 

Corpora:tion and other corporate bo-dies-~ · (S .3) 

•. ,:.' -~~.lS~:- . Th~ ea~{tal. ~f 't!le ·C;r~b~at·~~n · bf 
·:;--._~- ... -··~··· '· . - .~:. '·' ..... 

Rs.5 crore.s has bean provided by the Central Government. 
I~- • > 
' . ·• . . .. ;· ~ . . .. - . . .. 

There i_s thus onlY. o:p.e ·sharehoider, ·the· J;lresident of' 
. - .. ·~ • '"':·. •. ::- • ••. ~·· :·:. ·, ' '": • -~. • -¥. ~ .. : 

India,_ iri plaee of .many. active,- keen artd critic~· 
share~~~ de~~: ~h~- . ;~we~~- -v~stib_~ in . the:_ G~ve~~e~ t .. 

. •. . . . ~: . ~ ' . . ·_ . . . . ' . . . ..... -d. ' ;-~ :. -·. . : -·. :- ~ . . . . . 
are limited btit mnetheless potent. These powers· are 
... ' . : . :. . : ,' .... ; ...... · -~ ,-~ . . . .. 1 :-· .. : . . . . . ; . . . . .. . . ~-

exercised by a Joint Secretary·-~or a· Deputy Secretary· 
·,' 0 • • .~ ' ; -•• : • 

acting on behalf· of- the • shareholder·• There is. no.· doubt 
. - .. . • • • .. .. : : -~ •.• - .= : .:_ • • • ·.-· ·_. - • =- . ·.:. • .. . . -· ·:. r - -
that he can be an effective motivator and critie; if 

.... .' ·._ - ..... -;~_-· .. ·· -~ · .. ::...·· . · ... ··.: ·.-. :·' ·~·;,·· .. ·. :_ .. _. 

he is keen and brilliant, and can also devote sufficient 
: ,.. ' ' ·~ ,. '1 t '. ' , '•, ' •l : ... 1 0 .~;: :•.· . . ., •. . / 

time to le~ arid st~~ the ~t~ic~cies of the busfu~ss. 
. . . . ·-·.·. 

On the othe~ hand; h8 can be qp_ite the ·oppo.site, 

raising iSSUBl? on triVial·matters and letting· 
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lmportant matters drift without any gui.dance or . . . 

:onstrucitive critici~;. Th~re.is als~ no'con£inUity 
:' ,• ' ': ~ " ',\ I 

9.S o~e J'oint or lliputy Secretazy may be 
·' . .. . ··: 

~~ans·f~rred ·and ~enlaced. by another at· any· tirae~· 

:s·~3(a.H'ir· 

. 15 •. 181. ·section 49 or the Act provides' th9.t the 

jorp()ration may, with the .. previous approval of tne . ' . . .. 
Jehtrru.·· Gove~nnle.nt, iJake regulatio'ns not inconsistent 

. . . .. 
4 ti?- th~ iCit and the Rule's ~ade thereunder f":J~ giw.lng 

~:ffec.t tci the provision:s 6r th~ Act. In view of th~· 
3trtictural and function;u changes in the Coi'J?6ration 

. : . . . . . ·. . . . . . . 
~ecommended by us, we recommend that the CoilJoration 

~ho_uld h~ve complete powers to 'make regulations 

under Sectio~ 4g· a~ iri our <;>pinion tl:i~ Corporation . ,. . 

'should have fUll ·di~cr~tion and. competence to ni'ana.ge 
• 0 •·. 

its affairs in accordance with business principles. 

· (5.~) (a)' (iii) 
. . . . .. ·. . ·' 

So far only th~e directions under 

Section 21 of tho Act have been g:l·.ren··by the Govern

I!Ient to the corporation_. Ho~ever, w_e a~e told that . .. ·· 
interference is done in a "'ay not cap.a'ble ·of any 

tangible proof as it· is done :.on th.e: telephone and 
. . .... · ~- .. ·. . ... . . . . : . . . . : . 
there ·is some core of'truth in it. (5.3.(u)(iv) 

. ~ ~ . . . 
15~183·.:· The-Corporation beirg ·~statutorY 

.' . : : ' . 
bqdy ls. accountable to P~liarr.ent but its ·d;zy.-t~-day . . . . . . . . 
agministration ~s ~t~ide. the scope· or' pari1amentary 
.. ·. 
scruti.r).y. (5.3). (a). (rt) 
. . . . : . . . ~-
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15.184~ ·The Corpor_ationts ·p,oiicyholders, .who _have 

a vital stake in the Corporation's ·working are not · 

associated with tho Corporation's administration; nor . . 

do they hava any organisation of their own to ventilate 
. . 

their grievances aga,inst the 6orporaUon. (5•3HaHvii) 
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15.185. Tlie Act does not stip~latel' any qualifica..

tions or experience for a Member of the Corporation ·· 

. (Board) a The appointments to. the Board are made apparently 

on regional, sectional, political and other considera~ 

tions .• Qualifications and experience of the· persons· 

concerned COLle into consideration, if at all, only· 

:j_ncidentally, (5.3) (b)(ii) . 

. 15.186~ The Board of the Corporation c;nstituted 

as it ·is under the present statute lacks the competence 

and technical ability to deal with problems of direction 

and control. (5,3)(b)(iii) 

15.187. The Corporation and the various 

Committees including the Executive ComLli ttee msei; once 

a month (except the Investment Committee which meets 

more frequently). It is obVious that the frequency 
. . 

of the t1eeti..'1.gs is extremely inadequate. to deal 

with th~ problems of a giant Corporation.(5~3)(b)(iv) 

15 .188. The Chairman ~s selected from the · 

administrative service, and has no knowledge of life . . 

insurance and its techniques, He is there for a short 

period awaiting his next assi'gnm.ent. He has no time, 

and perhaps in most cases no interest, to study ·the 
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problems with a new to .find original approach or 
. . 

unorthodox solution or to take intutive decisions in 
' ; . 

th~ ~ase o.f intricate problems. During 12 yaar.a.~tnoo 

the Corporation was establfshed, there have been 
.,. • .. 

6 .Qhairmen •. As· ~ainst· this; Chairm~-n o.f companies 
. . . 

like Metropolitan of New Yor-k· or Pru~ential o.f U .K • . . 
occupy that position for· a :lang· period. Government. 

should ensure ·hat .. the: Corporation has a Chairm~ . . 
•who r.ema.ips long and stakes his own care~r in life 

insurance business~ {5.3.· (c).. . : 
.. . -

-15.189. The·Corpor:J:tion I!'! management is raced 
.. 

~th a multiplicity bf views and, approaches on cver,y 

issue? _and hence the dec~siveness in finding solutions 
. ,· . 

to pl'oblems anD. their implementation is lacl<:Lng. Ther'e .. 
is a lack of ~eadership from both the management and 

the Bo~rd of Directors·-. (5·•~.Hd) 

15.190. We ·reaJ.fse that. for the sake ot 
. ' 

flexibility and smoothnesS' it maY be necessary for 
. . '. .. . 

the Chairman of the·. Corporation to be in close touoh 

with his coimterpart; in the Govornm.z.nt; nevertheless 

it will be in the interests of bot? ~~e Corporation 

and the Govel'l'lr! ont to codif;,· (;h.;, ;;:!'i;~ciples governing 

the:l,r relationship. Iri ·our v.-i€lw, ·thQ Government . . . 
. ·. 

should, not shirk thQ.· responsi 'Pili ty, Jf issuing 

directions to the·· Co!'poratio:l in .cas .IS wh~re action 

on the .part o.f the Corporati-on will n~t be in the 

best interests uf ttw :policyholders.o.r.~.ere such 

action Will be againlilt normal b>.1st.nes·~ principles 

' 

430. 
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un~r vfuich the Corporation.1s t~ act. \.b,OJli.J. 

15.191 •. · We are of the opinion .that for a g1ant 

Corpora hem of the stature 'or 'the Life Insurance . ; 

Co~o'ratiori it is essential to.have a nucleus of r:i.ve 
pe~~ent full-time· :Prote ssional Directors (inc:J.u~ 
the 9h~an) with background and understanding of 

lllanagement techniques in general ~d ·ure iriS'Q.ranee 

in particular. We feel that the:policyholder as sUeh 

Ghould also have a voice at t~· Board level. We reeOlliilten 

that the Board of D;lreetors should. consist of • 

(1) ;Professional full~time Directors 
(:l.ncludir.g Chai:rznan) • -~ 

(2) Policyholders' A$soeiations 
representatives ·· ~ · 

(3) GoVernment nominees Who Would be . 7 
experts in the::field or agriculture. 
industry, finance and banking, 
insurance or professionals like 
lawyers, solicitors, accoun~ants, 
management:experts, economists, 
actuaries, etc •. 

. . ' 

While mi:ud.ng appointments to the Board the Government 

should ensure that .onlY experts fulfilling the requisite 

~alifieations and With a; 'definitely: rural bias are 

appointed to the Board. !rhe full-time Directors w.i.ll 

'be experts in theil;' respective fiel.ds and the. 
I 

nominated Directors 

dynamism· and Vision 

will impart wider expe:cieriee . l 

to the Board. T?e full-time D:l.rectors 

should constitute ~he Executive CoroiDitt~e~. (5.5,}(11) 
: . . I . 

15.192. Th~ fUll-time p:ro!e9s1onal Direetors. 

will be permanent.; !rhe Government tl.ominees and' 

440. 
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representatives or policyholders should have a 

~enure of four years with eligibility for· re• 

appointment for a maximum of two more te:rms. The . '.. : : .. 

PZ::~~mt prac::tice of reconstituting the Board every 
~ .. . -

;t~ years is not ?Onquc~Ve to COJltinuity of adminiS• 

tr'ation and efficiency. The tY-Pe of Board that we . .... . . . . . . 

have re;*ommended!·:will ·~sure administrative ability 

and .co~~i~ri.i.ti,ty whi;h are ess~ntial for a gigantic 
. : ... r .. . .. . . . .. . 

machine and provide it th¢ much needed direction 
.~ . ~: ·• ;_ .: . ~ ·' ·. : . . 

and control to enable the Corporation to conduct 

w:l~h buslness pr~ciples~· 
·.·. :: . 

its affairs in accordance , ' . :· . ' · .. ! i . . · . ,. 
(5i5 (iii-) ... 

J.P.l93. .Ln o~r V!.ew, Chairman should be a . ·.' . - '• . . ... 

person With a life stake in the .'b!lsiness .as is. the ... 
" • .,· • • ,. 0 • 

practice in U.K •. ~d u.s.A. where life"insuranee-tlas 
• : • ... < ~ • .:.. • • ... • '~. 

441. 

made rapid strides and· not a migratory bird or paSsage. 
o :. • • ''~ o • I ' -

This practice would ~?;~ consonance with that 
. . . •' .. . . 

obtaining in similar giant successful Corporations 
• 0 ' • . •. 

and companies, both in In4:ita and abroad, where the 
' .· • • tJ• • • . . 

Cha:i.rman ensures continuity of.,administrative abl.lity .. . . . .. 

and experience for long periods, often decades. 

(5.5.)(iv) 

15.194. In view of our recommendations made 
. . . 

·separately regarding abolltio.t;t of Zonal Offices,· 

the Zonal Ad.visory.Board will automatically 
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15.195. 

has become so varied and corn:plex that Uilless there is'·~ 
.. • 1- ·.. ·. . . : ·. . • . 

a. pro~sion for an in-built 'i:i.gen.cy to s'et right errors 
.... · . . . ' . . 

or smoothen matters ;,.t the ~arli.~st ,.possible opport-uru.ty · 
. . . . . . . : . ':· . . ' .. ,·_.: . . ' . . ; . 

without waiting for Commissions o·r- Committees to enquire,· 

the acllrunistr~tion~c~;not ~e·riiy.fuftii its ohiigations. . . . 
We co;sid~,r ·~ch an ageney to be a 'iine QJ1a.n6n for, ·the 

. . . 

growth of business of the Corporation and its pr<)gress·. 
: f • • • 

Also, th~~ei- ~ould ~e democratisation of the Corpol"a.tton . . . . . . . . . 
in harmony with the spirit of times. The admini strati¢n 

should, therefore, associate the various interests · . . . .. ' 

~oneerned. This will instil'in.the organisation the 
'• . ~ ;._ ..; . ' . 

spirit of coil'ective working' and collective thinking . 
. ' / 

and .. ~sure cooperative· manag.~ent of the affairs of 

the Corporation so that the officers," empioyees, · · 
"'. ~ .: . . . ·.. •. 

agents and policyhoiders have a sense of' belonging 

and loyalty to the i~stitut:i~n • .t <5.5. (Vii) 

15.196. In .View of the' above and looking to the 

magnitude of the a?tivities ·of' the. C'or:P~ratiori. · whlch ' 
• • . . •.• •I -· • - .· 

will :increase tremendously under a dynamic mariagememt, 

we recommend that the Board of' the Corporation· should . . . .,. . .. . . .. . 

~e assisteq by a. G~ne;al Co1lllcil''vdth.-,the' r~ilo~g 
~ . ,• . . ; . : 

members: 

' (1) Representatives of Class 'i Of'tieers 
Associa;tion . -: .. :. : . l 

(2) Representatives of' Development Officers ·· 
Association 2 

(3) Representatives of' EmploYees .A.~.,,..,..;~.,...--
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~: !. •': 

(<i~ ·Repr&.,vuVUII.1.V"'" V.I. ·.l1!:;"'U"'::i. .l1:SSUC~q1J~Qll 
• • • J • -·_, •• • :-..-· .-_·.·. _) '• •• - ~ ,· • 

(5). Rep!'esentatives of Policyhold-ers' 
;· •• :: • ' c• • . i::· Association .; · ... 

. Tli~; Hembers .of the ·Board' o:r:·Direct~rs. will .be; 
·ex-officio members· of the General Cou,1Cil. · · · 
•. ~: ,_,_··:. ••• • •• -:: '• • r ,•I~·.· :.•·'':,· ,,' ',.. \ .. ~ "'. i .,_:, ·" •,, 
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· 'The G-eneral Co'uncil··shoulCl 'i:ll:let· ·once a quarter. 
--~·- .... · · :~ :-~--~-:-:~·-: ... ~~-- ; __ ·-~ ·.- .-.. L··~ .. ~--:. :~ .. -.c~~-:··:,:.~~;_ . .:"-": · J. · .. ,-_\:·. :· ... 

As in the case of Board l'or wh:l:cll we have roc'OI:Illlftmded ' 
_-..' ;: _·:· ·_._,·\~-=-._-~_;·:_ .. ;_., ·\ .. ·;..;j_:--·~.- -~-.·- \ .. ~ ·,"":· "L'~ . '·". 

nominat~ons w.i. th. a rilral bj,.a·s., _We Would reCOlillliOnd tl:rat 
· · ..... _- :1='~::1,:_,;-~:; :.::-~-~--~-~ 1::1.~~:-j:~ .... : .:~·--;-,J r._ -~-;·-~-:.f··-J'..: ··,·i:::.·:"'r "~:.: ... :.·; -L }J ... :·~ ~~~ 

one r.ep:resentative of the Development Office:rs, three , 
: • t,' "••, lo t ' 

~· • - L I' ... . • ...._ -~- ~- • 'I '·. :: l '\ ' ' . I 

representatives of the Agents' Associations, and ·savon 
·~\_._f·~--: _:. ·i-:.,_-...·~,--~_;",·':,~f:{·· _r .. ·~- -~-~-:. ~;.·.:··: •·..<;-- :/•f,\' •"} :·:· r·~:~~\ :, -~ )"··-~{~.1 

representatives of Policyholders' Associations sh.oul,d ·. 
•' I , ~ • • • • . • ·" , , . •. . , ,, \ , .• , • t :' 'j J..' ., ~ .:,,:.- · .,,,' "': ." ,. • ~ 

be from .,rural areas. The 'representatives of the: .. 
'·-··. ·,~'-;··~. -~ ... ~ .. ·. -. .· ••. , r·· .. ,_~ .... . ; .• ·.• .. ~-,.·.·--.-:. ~.' ~ 

Associations 'Will· be nominated by thehl. As .. r~gar~s 
_., ~::, .:' ·- :·:·' .'· • '-!~-· • ·::,: • • •' '• :, I -, ;z,~·.>~_,- :~· • '.'• • ·.-· • • '' •,' 
policYhold.E!r~' represimtatives; until a suit.abl~ , . 

. _;.~ '{ i_,~-- .•':, _:··-~ ~:·.:.-_ .. : .• .' :·r ;':_..-.·· ~-- -1 -··-.: .... ~.· \ _\:~'i -~·-_:!' 

machi,nery_i s established,,. 'the representative~ .will: ,qa: 
'.·.·· •.- .-,.-.. " .;. -! _t ! .. :·:i_ .·-.- -~ .• · ·•. ' • .'_-·. "·._· .. •' . : •. '. ' 

chosen by .the B9ard specifi·cally as ropres~htati'ves or · 
. . • ··:: • ,._·, ._. •. _:- . .-.: l ·'.· . •• _.. __ . -~- " ••. ' • ·:; ," •·• ' 

policyholders with ·defined qualific.ations· as regards 
; t ;. , '·· · _ .. · · · · · ·;, ·~ -~- · ' · --r i.' • ·• .;- • • - · · . 

knowledge of insurance -and di'awn from the .various · 
···. _, . . :' ,., . ..-. . .. . .· - :" :'. . . . '·: .... ~· -.. ' 'i /·' ·;. ' :. , '" _.,_ .--

regions .of\ the country.· The term of .the manbershi1J 
r; --~-_, ... _ .. .-;··· .. •. '·- • ~ ._··. -· :' ,· . _:1 __ ··_-. .• . ·- -,. ..._ ..... _. • '"" 

of the GeneralCouncil. Will. ' be four· years •. (5•5 (viii)· 
. ',-. ;; ~-•• ,· ~~- ,· ~;;·.-~·- -~····' .:· _,· ·.;· . '! ·' • 

J.5 .197. The functions of -the General· Co'ttncii .'. 
·::. ' ··~ .'.~·~ ·• · . ';,_',,. .. - .-·. '•, r ''. ~·s:.·:· 

Will. be' to· aid, a.dvise and assist tha Board in .. 

disch~~·~~~-{.t'~:. i~-~t·i~~~,,~~r ~-~; ~~~ -~~,-~s ·t~· 
-.. ·- .. . . . ' ~ _;_ ~ . ~' . ; ,. 

secU:re tnat life insurance business is. devel<ilpGO, t~ 
0.r~.~ ... - ;;-:,· ·· .. L ~- -~~ ----~-, ·~.;-. --:~: · .~ ._;~,--· ;· .. :··r. _.- · · ~ 

the 'bast advantage of the· community and that .in · .. ·: 
. t - .' • •' ; ' • • -, . I' ... • ·. ' I ; ' ·,. _.. • • ~ 

the discharge ·of functions t_he Corporati?_n· S;h:a.U · '· · 
. ~ ·- ~- . · 1 , · . : • •• • • • •• • • - · · - • • _- · • . r • 

act, .. so far as may be, on; business principl~s .• :· The.. 
. __ - .... s:_: __ ;-,·.~· ... : ... : .·.· ··-. ·-. -~--~-. 

G enercp._ Council_ Will review the po_llcies, .. t?l'l?gramrues ... 
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and any large~s.ca.la changes affect:;ng administrative 

structures of personne.l of the Corporation but ~atters 

relating to day.to-day · ~dministration or individual ·. . . ~ . 

gi>ievances' shall n~t cdme up before it. Matters ~ike 
' . . . 

l• ; .!. • . . . . . 
objec:tives in the matter of cost, expenses of manage-
. '_ .. ; .. . - . . . -.. . . . ;. . 
ment, .investment po~icie"s, targets to be achieve~, 

. .. .. 
'etc. shall, however,- be placed before the .General ... . . . . . . : ; . . . . . ~ . . . ~ . . .. 

Council be.fore decisions. are taken by the Corporation. 
I • ~ 0 t '.: • 0 

0 

• 

· . 1S.l98. We hope the General Council reeoinmended 
' . .. ': .' :,) .. . 

by us- wilL go a>very long way towards satisfying the . . . .· 

dei!lapd .for. d~mocratisation of ~ur public sector 
. ~- . . . .. - ·. -· . . . 

underta~gs and wii1' proVide the benefit of collective 
·. . ._ ·. . . . -• :. : . .. . .. ' . 

thiri.king and a sense o'r· pa:t-ti"eipation by .aJ.l those 

c"ornieC.t~d::id_th :·th~·· in~~~tution~· (5.~. (i~) ~-
- . . - . . . ,; 

· .. ··. · .".J1Si·l"99•~<~IJ;i. ·tne 'irite•re'st o-r·,the efficient:. _,.< 

fm1ct.ionlrig·:()r. 1 the.~Corpol"ation and ·its sewices · · .. 
' - . . .. ' 

we: 'weu:ld l'·a~~mend·· the. ·:tinm~diat·e ~constitution::or ··a .. 
. . ' ·- . ' ' . . . . . . . ; - ~- __ -_ : ·.. . ~- ·: . . . . 

SEli!=lfices ·:comission ;With ·,a .. Chairman and two .. Hembers. 
• ' • • \I. ~ 

The ·cliB.i:rmail and one' llembe~-' niay be ·nominated by •' •· · . ·· 
. . . . 

GoV.artlriien~ '•and. ·the ·dth~r ::HeniMr '?Y' the Co~oration' s 

Boa:rd; The functions of tlie ~Cornrliission will be.·similar 
' . .. . ' 

t:o·.t:no~e ··of .other .Sa:i'Virie c6nunission·s, ·as· ror ·exarii.Ille1 . . ., .. -- ' 

t~a)Jrii.ori:.:?ut>liO Se·rvice'Coznn:Jigsion; the Sta.t·es' ·.· 
. . . ' .- . . 

Service d,omzni:ssd.ons- :and Rail'w:ey Service Commlssion, 
. , I . _, • ·. • ' . . . 

etc. The"tna.:ilt .run·ctiOri~ .of the C:ommission ·w.rn :be 

broadly· as ''tihder: · 
·~ 

·· ' · · (.1) Reciru:itmert<t: .to: CJ.ass·-~, TI ·an·d. III nosts·ir 
....... '},..- ("t.... --- I • 

444 • . 
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'(2) Promotions from Class III to Cia~s II ~r 
Class I and frem Class II to Class I • 

' -
(3) ·Pr'omotions ·to higher post.s in Class I 

·. ·.above the rank ·of A:ssistant Divisional 
Nanager. . . 

(4) Consultation in regard to disciplinarY 
''···proceedings aga:iilst Class II and Class I 

officers. · ···. 

(o.s. (x) 

i5. 20o; In eur opinion, there should be a 
. . 

perman~nt m·achinery ·ror arbitration. t~ ensure quick . . . . . . . . . ' 

decisions on· ail disputes between the Corporation and . . ., 
its officers and employees,. between the Corporation end 

• • .t . . . . 
~he policyholde~s~· and. between the Corpc;>ration and 

the Agents·. We, therefore, reeomm~d the eontitution 

~f a Standin,g ·T'rlbunal. charg.ed with the respone~biUty 
.. . " , . . . . 

ef resolving 'ail disputes'·referred to it ·ey the 
. . 
Associ~tiod; oi"of.fieers,-'Staff and Agents and ~dividual 

-: , . . . -

policyholders,· ~peedi!y. The !l'~i bunal 1 s deeis~on · · 

shall be bindirig on all the parties concerned. nxe 
Tribunal shouid cohsist· of the foll"wing: 
: I . 

... 

(1) ·chairman .. a retir:ed; Supreme Court .Judge er 
a. High C~urt Judge. 

(2) TP,ree members - one Actuary, oh$ 'Manaeement 
eXpert and one nominee chosen from ~ panel 
of .twelve names furnished by tlie recognised 
Associations •. :· · . 

' I . 

The tenu·re of the yh~rman and Hembers of the.~ . . 
Standing Tribunal will be four years with e+;l..gibility 

. . . . .. _ .. 
!tJr reappoizitmimt •. ~.IndUstrial peace and harmony azoe . . . : . 
absolutely necessary in order to enable. the - . . 
Corporation to be an effective instrument for 
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,., .. . ~ 

lll_?bill.sation of public savings· through life - -. 
,. .. \' .. . .. . 

insurance. The expen~iture ~o be incurred on the 
~ . ' ' . .· 

Tribunal will be _more 't;h~ rec.omperisated by the 

imp'rovement ·in the relations between the Corporati<Xl . . 

and the Offi~rs, Staff, Agents and the policyholder$ 
',. ' ' . 

which: ~li b~ conducive to the ,efficient· functiOI1.ing . . 

of 'th~, r!rganisation and supserve the inte?ests of . . . . . 

the natfon. The Tribunal will be ·another in'-built 
' 'j ~ ... ~ .. :. -:' . • . .. ~ •.'. . . . . . 

agency' for corrective act;ion. (5.5·. (xi) 
' 

L-5.201. We would rec.ammend that Government . . .. 
------ .v.riew early _the u~ility..of the Reports and 

• • • 'l• . • • . . . . 

-Eetums _submitted by the Corpora;tion. We ·a:re of the . . . ' . . . . 
j - •• .. • 

view_that unneee~sarY ,paper· work should be eliminated 

and~orilj:·such reports .. and returns-as are absolutelY . 
a ~· . . 

necessary should be __ obtained .by Government. (5.6. (x11) 
. . . ·'··· 

·•:, ' · 15.202. The Corporation's failure to aet on 

business principles i~· largely due· .to the lack of 
. . . 

directicm and control' o:t' i'ts affars by a dynamic ... .. . . . 
and vigorous Board head~.d .by· a permanent Chairman, 

• lf\" ·. . . ·• .· . .. . . 
If the Corporation has to.live up to the·nation's ... . . . . . . . 
ex:Pectat:Lo~s. as a nationalised undert'aking, the 

. . 

Board ·of ':n:Crectors should be reconstituted forthwith 
-

as recommended by us. The constitution of the General 
. ·•• • . . • .-1- . 

Council and the "'+-mding Trib.unal Will serve as 

"in-built agencies" for securing co~rective action, . 

whenever necessary, thereby furthering the growth · 

or busjness. (5 e:-' 
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Cha-pter VI - ORGANISATION 

Section 1: Administratjye set-up 

15.203. The Corporation has no office of 

447. 

its own iri 43 districts and in 3 Union Territories. It 

may also be noted that the Corporation has no office 

in ~ne of the States also, viz., Nagaland. (6.1.3) 

15.204. The Central Office is responsible 

for the formulation of broad.policies and procedures. 

(6.1.4) 

i5.205. T~e Central Office has an impressive 

array of Departments but the ·actual functioning 

thereof ·leaves much to be desired. (6.1.5) 

15.206. In· our view the Development Department 

has neglected the development of busine~s and a stable 

Agency Force. The Development Department :1as, there

fore, to be made an effer.;ttve instrume!"lt for 

discharging the duties and functions assigned to" 

it. (6.1.6) 

15.207. The Integration Department is 

responsible for decentralisation of the existing 

bUsiness ·and al·so of· ensuring uniformity of procedure 

in all the units. The main objectives of decentralisa 

tion was to extend service nearer home to the policy

holders,. which has virtually be"en defeated by the 

tardy and unimaginative methods adopted. (6.1.7). 

15.208. The Integration Department also 

deals with complair.ts received at the Central Office 
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Tllese are dealt with in ·a. routine .mariner• (6,1.8) 
..... ·-... . '. ... ·-· -· 

15.209 •. The O&i'1 ~pai·tment has not m.ade. anY 
. ! ~ • . 

significant contribUtion to the simplification of . . . . . " -·' ... 

paper work· in ~he _Corporation. Eve_n the s·iniplif:ieatjort · 

of the loan .procedure has not. be~n done. (6 •1·11). · 
r · 1 · ..~ . • • - ~ 

. 448-

15. 210 ~ The O&M Ilepartment has not eyen attempted 

a.ny·hudies of delays in paym~t ~f. claims, .lapses, 

e!f'i<?iency of tb,e sales· organisation and fixation ·of 
' 

norms for .the officers aria staff of the C~rporation. . -· 
It is thus clear ·that the very object of haVing an oru 

Department has been de.feat~d. An efficient and technically 

ct;mpetent O&M Department shOuld have. made a tremendous 
administration 

inipa,ct ~on the Corporation's efficiency both in the 1 

and in~·the· field, The. poor performance of the O&H 

Department is inevitably reflected in the poor·' 

managemeri"t iind ars6 poor service to the policyholder 

We would recommend that the O&J.vi Department should· 

immediately simpl:Lty .~he a_dmini strati ve pro c~ dure s 

and Queration~ so· as to m·ake. them- easily under

lltandable .and ·enable. tJ:ie' Agents to render :efficient 

and economic service to· the policyholder at hi.s .. 

door; (6 ~ i.lS) 

15.211. In our opinion, the ·periodicaJ. 

inspections. by the ·Inspection Department. shoUld' 
. . ·- _. 

help in streamlining the aOmini strative appa~atu:s 

thereby providing prompt an.d.ei'fiCient service 

to the policyholders. But in actual practice this 
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1 s not achieved as will . be evident ·from . the inord:inte 

. d'el:ay~. in the· g~ant' of su~renders and loans and the 

payment of .maturity and d~·ath ~laims• (6.1.14): 
. . . . . 

15.212. We would recommend close. coordination 

.. between the Inspection Depa+"tment and ·.th~ ''O&M 
• ', : ' ' ' ' !- ' ' I . 

. Department so as .to .avoid overlapping .of work and 
[;;.J;: . . . . 

achieve quick results in streamlining the 1.dminis-· 
. "!-~-- ·. :_.. ': ··.. -

trative apparatus. (6,1.15) _ 

j,~J'., ~-; o ,"., '• I I 

· · 15,.2J.3.. It.· ·seems that the Actuarial :Department . . . .. . ... 

does· not function as effectiv~ly as i_t shoQl~ -~: a.,, 

dynamic and·progressive life .ofj':ice. (6.lo·l6} ... 
o . \ , . o I' 

· 15~214;· :As already· pointed out ,bY u,s,_ iu 

a well-manageq life office of' the. size of the-.. : 

C0:t'poration,. the<facts about .mo:J:tality in:Vest;i;gations . . . . . . . .· . . 

shou,ld be easily aVailable· periodic.ally and the ,task 

... of reviewing· the ~ortality investigatipns and revising 
. . . , . · about . 

the premium. rates -completed in a perioq of LthreE3 
. . 

months. ·It· is a sad ·commentary:on·the wor_!d.ng,.of,' th,e 
. . . . . . . 
. . . . . . . . 

Actuarial Department. that· it pas failed tc;> evolve_- . 
. . 

a ·I?lan' of' insurance to suit the rur~ popula~i~n in 

·the country, revise tne sca.les of· surrender and loan 

values, simplifY the premium tables, policy .. 

conditions. and procedure regarding service to.· 

·policyholders. Its only achievement,. perh~ps,.is . .. .• . . . 
. ·· the··conduct·ing of· periodical -Actuaria;L Va;t.uations. . .. . . 

We recommend that the Actuarial Department. sh<?Uld .be 

al:!,.Ve to its' ·re.sponsibilitie~ and· function effectiVP.lV. 
~ '· ·. . 

(6.1.16) 

449, 
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15.215. In. our View the Personnei Department 
'; ,·. ··!. 

doe~ n~t ~enec~. th~ dynamism and ~aginatio~ requir~-d. 
to handle staff _problems under _the nresent ·day . . . . . . . .. . . . . 
conditions. (5.1.17) .. 

15 .'216. The- Personnel Department is also resp_onsible 
' .. ' .. 

for the training ,.Prograrim]e of .the administ~ative staff • .. 
Since the training programme has not produced improv.ements . ·. . . . . . . . . . .. . ·. :···· 

in the efficiency of the administrative staff, we woul~ . . ~ - . . . ' .. ·. . . ~ ; 

recommend that the programme is suitable revi~ed so as 

to ·inclu·de ·Mode·l. Off'ice .training and ·thus malte ·it 

really effective. :(6.1.18) 

15.217'. The .Zonal Offiee'·s are responsible ·for 

coordiriation and general Supervision of· the wor·k of 

the Divisional Offices. The Di.Visi'ona1 :Offices are

responsible for :com·plete servic~ng of 'new insurance 

policies f:rom the time. of· acceptance· ·:of··':'·rop·esais -t<>··. · 
setticment o·:t: claims. The Branch Offices genaraJ.ly· 

• '!" ••• 

d0al. with·new business and ·development -~f· organ'isa:.. 

tion, vi'z., appointment of Agents; ·maintenance· ·of' 

business ·record$ of ·Agents and Development Officers 

and re'View -:Of their work. There· is no policyholders'· 
. . 

service by the Branches except:;-thaf some: 33% of the. 

Branches have. been· attthorised-.:t.o -sanction -poli'cy 

loaiJ.s. (6.1.19)· ·.:. .• ••. •. •.• • • •• J • 

15 .• 218. 'The Branch Offices," which -are-'mpposed . . 
to be ·the' :Priliiacy un'it s' "have neither. U:riifortn ·nor·~ ... ·• .. 

. . 
fullY worthwhile r<>l'e ·in pol.icy~.serviceing. (6.1~20) · 

'. 
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15.219, If the development of business and tte 

service to policyholders are taken into account, 

the present organisational set-up of the Corporation 

is neither economic nor con due ive to qui clt eli spo sal. 

(6.1.21) 

15.220. Decentralisation of functions to thCl 

lower levels is a must if the Corporation is to 

survive and render proper and effective servicG to 

the policyholders. From the present attitude of 

the Corporation it se3ms the Corporation is in favour 

of maintenance of the status ..QJJ.Q meaning thereby 

high expenses, inefficiency and poor and indifferent 

service to the policyholders. (6,1.22) 

15.221. There is a great deal of force in 

the arguments and views in favour of decentralisa-

tion of powers to Branches and transfer of all policy 

servicing work to them so that a policyholder has 

4~1. 

not to go more than a hundred miles at the most for 

reaching a Br3l1ch Office. We, therefore, recommend 

complete decentralisation of po1vers to Brenches. (6,1.24) 

15.222, Our ~ecorr~endations on the organisa

tion of the Corporation are as undar:-

(i) We consider that to spread the m. ssage 

of life insurance to everY family and to mobilise 

the savings of the people through life insur::>nce 

for national progress, the Agent should be uade 

the king-pin in the organiaaticn pattern. 
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(ii) The Development Officer should ~ve 15 to 

20 Agents under him. His functions will be to ensure 

that his· Agents intensively WJrk in the area and among 

the families all0tted to them, and develop new business 

as w0ll as do the servicing expected of them. 

(iii) There should be a Branch Office at 

every district headqua.rter._ 

Each Branch Office must be most effectively 

organised to achieve the fullest development of new 

business and efficient service at the door of the 

pOlicyholder. 

Since the Branch Office is made the. complete 

servicing and development unit, it will work almost 

like a satellite insurance company with some of the 

company's fUnctions taken over by t~e c~r7.:raJ_ Office, 

like investment of funds, valuations, calculation of 

premium rates, personnel and establishment, etc. 

(iv) There should be a Divisional Office for 

about 10 to 15 Branch Offices. The functions of the 

Divisional Office will include coordination of the' 

activities of the Branches under their jurisdiction 

and seeing that the policies laid· down by the Central· 

Office are implem~ted. They will also be responsible 

for rendering mechanised accounting. service to . . . 

the Branches by means of Puncl;J.· Card Hachines at 

present in use. The Divisional Offices w.l..ll also· 

be res~onsible for auditing and financial control 

452. 
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over the Branches and Development Force. The Inter

Branch transfers of officers and staff ~thin their 

453. 

. jurisdiction should also be done by the Divisional 

Offices. The Divisional Office will be responsible for 

mald.ng assessment of the personnel and the performanca 

of the Branch. Thus while the Divisional Offica ~ll 

not in future be doing most of the routine jobs \vhich 

will now be done by the Branch Office it will be 

entrusted with the more important and necessary 

functions of direction and cont.rol of the Branches 
.,. 

within t):l.e framework of the policies and regulations 

laid down by the Central Office. 

(v) With complete decentralisation of powers to 

Branches there is no need for the Zonal Offices which 

should be abolished. 

(vi) The Central Office should simplif;y the 

policy conditions, administrative procedures and 

operations so that eacy Agent can render efficient 

service to the policyholder at the door. 

(vii) The Central Office has to be efficient 

and strong, and has to work as the Chief of Staff 

at the Army Headquarters. The Central Office must not 

be involved in routine work but must· be concerned 

w1 th the planning and development of business to 

take life insurance to the farthest corners and 

to every household, to plan slmplification of 

work and procedures, to reduce cost of management, 
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to carry out research and surveys, to mobilise its 

army of Agents, to equip them, and to motivate and 

encourage them to achieve big objectives. (6.1.25) 

15.223 •. The recommendations made by us in regard 

to the organisation of the Corporation will result 

in substantial economies in ex;Penditure. The abolition 

of the Zonal Offices might by itself result in a 

saving of over Rs.2 crores out of the annual budgeted 

expenses .of Zonal Offices. This will lead to a · 

substantial reduction in the first year's expense 

ratio and the renewal expense ratio since the Zonal 

Offices cost 1. 7J.J{, of the premium income. Apart 

from this economy, the decentralisation of powers 

to the Branches and establi.shment of Branches in 

every district coupled with service at the door 

to the policyholder~ which will reduce ·correspondence 

very substantially vlill have a tremendous impact 

on development of new business thereby achieving 

great economies in administrative expenditure 
' 

vhich are expected from a monopoly underta.kingo. 

(6.1. 26) 

Chapter VI - ORGANISATION 

Section 2: PERSONNEL 

15.224. The personnel of a life insurance 

company is often called the Plant and Machinery 

of Life Insurance Industry. (6.2.1) 
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4E:.5. 
15.225. The qualiti?s required in the porsonnol 

are lmowledge, hard work and devotion: .(6.2~2.) 

15.226. As on 31.3.1967, the Corporation employed .. . . 

a total staff of 52,131 consisting of - Class I - 3,025; 

Class II - 8,513; Class III - 33,592; and Class IV -

7,G01- total 52,131. (6.2.4) 

15.227. The salary cost forms the largest 

single. item of management' expenses, and highlights the 

importance. of making the fullest utilisation· of 

the manpower if life insurance business is to be 

managed economically. ( 6. 2.5) 

15.228. The ideal cost for life insurance 

business, as managed by the Corporation will all 

its advantages of a monopoly should be 60% of 

1st year's premium and 10% of renewal premium. 

('f: ·6. 2.6) 

1.5.229. The high expense ratio· of thlil 
'· 

Corporation is in the main due to its failure to 
·. 

utilise its manpower effectively. (6.2.7) 

·15.230. Out of the total staff of 52,1.31 

as many as.44,251 were recruited after·l:1.1957.· 

We,' therefore, .~faiJ, :to un.derstand why the 

Cor-:Joration has IJ.ot been abl.e. to deveiop ·bettiE1r 

standards of service for personnel with such a. 

large proportion of qualified and competent 

staff reanited since 1957~ (6,2.7) 

15.2:31. Even though the Committee on 

Public Undertakings recommended a review of 
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the Corporation 1,s. staff structure, the Corporation 

has not done so. (6.2.9) 

15.232. As regards Class III and IV staff 

it has been stated that their requirement in .the 

Branch Offices and Divisional Offices are determined 

on the basis of findings of studies made by the O&M 

Department. It :is difficult for us to accept this 

statement of the Corporation, especially so, when 

according to the Corryoration 1 s oWl admission no norms 

of work have been prescribed for the. Officers and 

Staff. (6.2.10) 

15.233. The Corporation has not laid down any 

norms of performance standards of the aclrninistrative 

staff and has stated that in the absence of this 

no objective rating is possible. (6.2.12) 

15.234. The training given to the Officers is 

not reflected, either in the policy servicing tri the 

Corporation or in bu. sine ss procurement or for that 

matter in management techniques. (6.2J.3.) 

15.235. In 'our opinion, the present theoretical 

and practical training is. not- adequate. We. recommend 

that the Corporation should set up a few Model Offices 

imere officers and staff should be given thorough 

training under the supervision of capable instructors.· 

(6.2.14) 
· .. 

15.236. We recommend that the promotion· quota 

to C11'1.ss I l'lhtmld be. raised to 50% from both. Class II 

456. 
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and Class III. While making such promotions care 

should be taken to ensure that the candidates '&lecte.cl 

for appointment to Class I satisfy the bas;i._c .. 

qualifications required for a Class I Officer and they 

should be a~ well qualffied and as competent as 

the direct r~:~ruit~. We would also recommend that 

Corporatf~~ 1 -~ e~pl~yees sh~ld be eligible to 

compete along with outsiders for posts reserved for 

direct recruitment, if they satisfy the basic require

ments for such selection. The examinations for 

recruitment to the, Corporation's services should be 

4..:: 7. 

held at regular intervals. In determining the vacancius, 

the posts demanding technical or special qualifica

tions should be excluded. (6. 2.15)~ 

lq.237. There should be no direct 

recruitment to Class II, i.e., the Development 0fficurs 1 

grade. We recommend that all vacancies should be 

filled by promotion from amongst the Block Officers 

~d Agents-,by means of a competitive examination 

and interview in which special consideration should 
' 

be given to their performance ·in th·e field, i.~., 

procurement of business,- lapse ratio and effid.ent 
' ' -

service to the policyholde~~.- (6.2.16) 

15.238. We recommend that the. adnunistrative 

and organisational talents of the officers of 
... :. 

the various ·categories should be properly harnessed 

for the maximum benefit of th~ Corporation· so that 
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a cadre of welJ,-tr~ed and e :x:perienced officers is 

built up. (6.2.17) 

15.239. The effect of f~equent transfers on 

the business and service to policyholders can onlY be 

imagined. We recommend that frequent transfer·s ot 

officers should be avoided. (6.2.18) 

15.240. To provide further incentive to Office 

Assistants to come forward for appointment as Block 

Officers we would recommend an-incentive remuneration 

equal to the difference between the remuneration 

accruable to the Block Agent and the Block Officer's 

guaranteed remuneration. Since the post of Block Officer 

will be interchangeable with that of Assistant, he 

will be able to re tum to office ...iork as Assi s~ant, '·: 

at his request. We hope that Class III staff including 

Staff!: Agents w.Lll opt for apPointment as Block Officers 
~ 

in large numbers as field work, in our opinion, Will 

provide them with greater opportunities of earning 

additional remuneration. (9~2rJ.9) 

15.241. The recommendations made by us will 

enable the Corporation to fUnction on business 
' . 

principles. Our r ecommendatio:rst relating to the 

.·reorganisation of the hierarchy of the Corporation's 

offices including inter .aJ.1a. the de-c~ntra.lfsation of 

powers to the Branches so as to make them function 

as satellite insurance companies of the parent 

Corporation will necessitate .reallocation of duties 

458. 
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a.11d functions of the officers and the other categories 

of staff. The strength of each Office should be 

determine~ by the O&M Department of the Corporation in 

the light of our recommendations and the Officers. and 

Staff d~oyed effectively in the various offices. We 

recommend that the Corporation should ensure optimum 

utilisation of the available manpower so as to render 

economic and efficient service to the policyholders 

thereby making life insurance more popular and 

·attractive to the vast millions in the country and thus 

become an effective instrument for mobilisntion of 

public savings. We further recom'llend that until the 

entire strength of the Corporation's Officers and Staff 

is effectively harnessed there should be no fresh . 

recruitment to any.'Posts in the Cor:poration. If 

necessary, suitable steps should be tal<:en to impart 

proper training to the existi~g personnel for the new 

duties and functions assigned to them consequent on 

the implementations of our recommendations. (6.2.20) 

15.242. The reorganisation of the Corporation on 

functional basis will necessitate transfer of staff 

from one station to anothe.r particularly to the 

Branches. The Cornoration will, no doubt, take in~o 

account the human aspects involved in such transfers 

and settle the problems on business principles. We 

would recommend that the Corporation should under

take construction of Staff Quarters for its officers 

and staff, especially at the Branch headquarters. 
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Till such time as adequate quarters are provided at 

these places, we are of the view that the Corporation 

may grant some sui table allowance to the staff to 

compensate them for the difficulties caused by these 

transfers. (6.2,21) 

15.243. While the Corporation is fully competent 

to deploy its officers and staff effectively, we would 

recommend that the salary and promotion pro~pects of 

the staff should be assured by the Corporation. We have 

no doubt in our mind that the officers and staff of the 

Corporation will, in turn, extend their ~ole-hearted 

cooperation and loyalty to the Corporation in the 

implementation of our recommendations vrhich .. are not 

only in the interests of the Corporation, its officers 

and staff, but also those of the policyholders and the 

country as a whole, (6.2.22) 

Section 3: AGENCY FORCE 

15.244. The task before the Corporation is that 

of selling an intangible item like social security 

through life fusurance. To sell such a commodity 

req_uires high power salesmanshi·p. (6,3.1,) 

15.245. The Agency Force has necessarily to 

be well organised, well-trained and effecti.vGlY and 

constructively harnessed to cover every family without 

wasteful competition. (6.3.4) 

15,246. The Corporation has an army of 1,67,000 

Agents.· The Corporation has had no systematic plan to 

build up the profession of insurance Agents and has 
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. worked on the basis of casual agcnci<::s and aguncics 

related to rich prospects. This has been the 

biggest deterrent to the development of the 

profession of Agents. (6,3.10) 

15.247. On a sample survey made recently in 

three Branches at Calcutta i'j; was found that out or 

428 Agents appointed in 1960, only five did qualifYing 

business in each of all the seven years. (6.3.10) 

· 15.248. Between 31% to 46% of the Agents are 

terminated and recruited each year. An indication of the 

Corporat:i:on 1 s indifference to the quality and stability 

of Agency Force will be seen from the fact that it 

has no information availabl~ regarding termination of 

Agencies within first year and second year of 

appointment. The Corporation has also no statistics 

of Agents working on a full-time basis nor of the 

quantum of business procared by an Agent in the rural 

area. (6.3.U) 

15.249. In our opinion, life insurance is 

a highly personalised. service and there is not 

nuch purpose in appointing CooDerative Societies 

and Panchayats as Agents, (6,3,16) 

15.250. In our view, the Corporation docs 

not seem to have given proper thought to developoent 

of the Agency Force which is verY vital for the 
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15.251. If a stable Agency Force is developed and 

clear cut areas marked· out for each Agent in which the 

Agent has exclusive responsibility for selling and 

servicing, it should be possible to eradicate the evil 

of Benami Agencies completely. (6.3.18) 

15.252. The Corporation· must build up a profession 

of Insurance Agents if it has to survive and achieve the 

objectives of nationalisation. The difficulties of 

finding suitable insurance salesmen as pointed out by 

the Corp.o ration 

15.253. 

are, in our view~ imaginary. (6.3.21) 
I 

The vitai·probleni of selecting and 

training of Agents is being handled in a casual manner, 

notwithstanding the insuperable difficulties enc~u~tered 

by the Corporation in hunting for the Agents. (6.3 .• 23) 

15.254. In sum, the Agency Force works without 

a systematic plan to cover all·the families in the 

country. (6.3.24) 

15.255. Most of the Agency Force is concentrated 

in the urban areas. In the rural areas there is hardly 

-· any Agency Force worth the name. (6.3.25 & 6.3.26) 
T1 

15.256. We recommend that"· for effective develop

ment of business the Corporation· should have a well

planned, well-trained and efficient Agency Force, each 

Agent working in a well-defined compact area, herein

after called a .Block, without an:r wasteful competition 

and entrusted With the responsibility~ of bringing 

on the books of the Corporation the maximum number 
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of families in the Block within the shortest 

possible time. The Agent Will thus have a monopoly 

of business in his Block. (6.3.2'7) 

15.257. We recommend that the duties and 

functions of the Agents sh?uld be procuring new 

busi'n'ess' by: propagating the message of insurance 

intensively and effectively and servicing the . . ··. . . . . 
policyholders with m~imum efficiency. Since tho .Agunt 

will be in ch·arge of .a-Block, he should be ~ a . . 
positioh to conduct a quick s:urvey of the insurance 

. . . - . . ' . 
pot-ential of the families resiq.ing in his Block 

- . 

and prepare ·his plan of ,har~~ss:i,ng the potential. 
. . -

The ~erv-ice to policyh9lders to bo rendered by him 

Will include: · 

(a) completing all t.he pr9posal pap'ers up to a 
• I I . 

stage when onl.y.under':fi'i~ing decision is left with 

the Branch; · · . , • · 

. ·(b)- caJ..culati_on pf premium only to be checked 

·at the Branch; . :· 

(c) preparation of first premium receipt-cuo

. · acceptance lette;r and Poli<:Y Pass B~~k readY tb ·be 

signed • at the Branch; 

(d) admis~ion of age;_ 

(e) preparation of assignment Jndorscments fully 

and getting them registered at the Branch; 

(f) collection of premiums at the door and 

issue of receipts in a Pass Book hold by the. policy

holder'; 

463. 
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(g) quotation of surrender and loan value~; 

(h) preparation of complete documents for 

surrender and loans; 

(i) preparation of documents for revival of 

la~sed policies, if any; and 

(j) preparation of all the claim documents 

ready in all details for the Branch to sanction and 

settle claim. 

In due course, the Agent may aJ.so be entrusted 

with the task of underwriting on the spot and issuing 

464. 

an Acceptance Letter-cum-First· Premium Receipt in 

majority of cases which can be readily ac.cepted on 

standard terms. To enable the Agent to render all these 

services efficiently, we recommend that the procedures, 

tables and forms including medicB.l forms and reports 

should be thoroughly simplified so that a well~trained 

Agent can carry out all the functions with ease. (6.3.28) 

15.258. We recommend that under· such a P<tttern 

of Agency orgarlsation full-time·· Agents will be required. 

We do not, however, suggest that if an Agent is able to 

render all the service efficiently in his Block, he 

should be debarred from taking up any other employment, 

if such employment does not affect his efficiency and 

effectiveness as Agent. We are of the view that the 

full-time Agent, not having any other pre-occupations, 

should be preferred since he will be able to devote 

mor·e time to his task. We have, however, an open 
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mind on this aspect of Agency organisation Md 'rould 

only suggest that it should be w.i.th referenoa to tho 

indiVidual Agent 1 s own capacity and the needs of the 

indiVidual Blocks. (6,3.29) 

15,259. In order to enable the Agents to . 
discharge their functions most efficiently, we 

recommcmd that the training should be both theoretical . . . . : 

and practical an<l- should include training in a Model 

Office for a perio~ of 3 months during which period .. 
they should be made to. go "ttll-ou~h iil.l· the procedures 

' 
Ylhich they would be required to handle ·in actual 

practice when in the field. It is only such practical 

training which will pre;pare the Agent to perform his 
•. . 

functions successfully~ His training should also 

prepare him for the task of bringing up-to-da.te the 

existing policies of families in his Block so that it 

is easy for him to service them thereafter. That is, 

age ~houJ,.d be 51-dmitted, nomination or assignment 

effected, all deposits r under the policies properly 

adjusted or refunded, li;;ting of the· existing policies 

of his families and familiarising himself about all 

the relevant details of the:!.. r policies. All the so 

will be in addition to training him to s all Pnd 

service optimum life insurance to every family in 

his· Block. These vr.lll eliminate problems of ben ami 

agencies and rebating. (6,3.30) 

15.260. The existing Agents, we recommend, 
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should be given the option to work as Block Agents 

in their respective areas, whether rural or urban. 

The option once exercised will be final and no change 

should be permitted thereafter. We can visualise that 

some of the big Agents will not find the Block Agency 

sufficiently attractive in view of the high incomes 

earned by them at present. To obviate hardships to such 

Agents we would reconnend that trey may exercise the 

option of working as Free Agents in which case they should 

be allowed to procure business only from any of the urban 

areas with.the stipulation that individual policies sold 

by them are of, say, Rs.50,000 or more. We "V.Ould recommend 

that the minimum amount for each individual policy to be 

sold by such Free Agents may be determined qy the 

Corporation in consultation with the ·Life Insurance 

Agents• Federation. In our opinion, such a restriction 

regarding the size of policies sold by them is both 

essential and desirable so that the income prospects 

of the Block Agents are not unduly impaired. The 

terms of remuneration of the Free Agents as regards 

first year's commission will remain as at present·. As 

regards renewal commission, the Free Agents will be 

entitled to it in full if they render service at the 

door of the policyholders booked by them. In case, 

the Free Agent is unable to provide service at the door· 

to the policyholders he will be entitled only to ~% 

renewB.l commission and the balance of 2!% will have to 

45'1. 
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be given to the Block Agent actually doing the servicing 

work. (6.3.31) 

15.261 •.. Further, in big cities and towns theN 

will.be some areas where the people of higher income 

live or Where there is a concentration of big shops 

or business houses. Such areas will proVide a Block 

Agent with. a possibility of earning a much bigger 

incom~ than what the Block. Agents have in other parts 

of the cities or towns. We, therefore, reco!llLlend th,at 

such areas in the big towns and cities should bo made 

,·open areas for all Free Agep.ts to :~·:.. sell new business 
on 

without .any restriction/the amount o.f Sl.ll71 insured undor 

the policy. (6.3.32) • 

. 15.262. However, t.o ensure th!'tt the servicing 

of the famil:l.es .in such open areas is not neglected 
' 

we .recommend that even in the open areas, there should 

be persons en~rusted with the responsibility o,f servicing 

in the BJ.ock. These persons should be taken from the 

new cadre of Block Officer (Servicing and Develo)cont) 

which wa have recommended, These Block Officers will, 

of course, be free to sell'life insurance in their 

Block in.competition with Free Agents. (6,3.32) 

lo.263. A Block Agent's terms of remuncr~tion, 

we recommend, should comprise of a higher rate of 
. . 

commission on first year's prenium, a rate of 

commissi•~n on the renewal prGmiuins that he collects 

in his Block and Gooi will value of the Block Book. 



CHAPTER XV 

·The Agent's performance should be assessed on the 

following criteria: 

(a) the proportion of families in the Block that he 
. brings on the books of the Corporation; 

(b)· the amount of renewal premium income he has 
built up in his Block; 

(c) extent of arrears of premium in his Block; 

(d) a factor proVide for his efficiency in .service 
to the policyholders based on mistakes and 
complaints in his Block; and 

(e) a corrective factor to take into account the 
effect·. ·of the quality of Block he has been 
allotted. 

On this basis he will be rated. Depending on his 

rating, an Agent will, in the event of his withdrawal. 

from Agency work due to any cause except dismissal·,· be 

entitled to either the full renewal commission or' a 

lower renewal commission for max:inrUm :~eriod of: 15i.years. 

In the case of dismissal the Agent's renewal commission 

will be forfeited. Therefore, the Agent will try to . 

work at his best efficiency so that when he retires, 

gets· incapacitated or thinks of changing his vocation 

or dies,. the renewal. commission will be payable at 

the maximum rate possible. It is this which he will 

consider as the Goodwill v'8lue of the Block Book~ If . . . 

due to his gross inef:flciency or fraud he is di.sm;i.ssed, 

he loses this goodwill value~ (6.3.33) 

15. 264. We ·recommend that the Blocks of :• 

families should be assessed for their respectiv~ 

potentials and the type of Agent who will be best 

-.468. 
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fitted for the Block. The Blocks should bG gra~ad 

according to the grade of Agents suitable for thu 

Block. Similarly, on the basis of Agent's past 

experience about the type of clientele he handled, 

the· amount. of average annual income he made from life 

insurance agency, his qualifications, his aptitude 

and his performance at the training school, each 

Agent should be rated ~d all Agents should be graded 

to suit the requirements of different Blocks. We do 

not anticivate any difficulty or inequity if the 

Agents and Blocks of families are properly matched 

in this manner. (6 .3.35) 

15.265. We · recommend that the life policy 

for the rur~ population should combine the following 

features in particular :-

(a) Whole Life Limited PaYlJlents or Endowment 
Assurance • 

(b) Marriage or Educational Endowments after 
selected number of years. 

4G9. 

(c) .Pre~um payments may be permitted at irregular 
intervals so that it affords a facility to 

(e) 

the farmer to pay when he realises the 
proceeds of his produce. 

Two/three years' Term Insurance Premium should 
be collected at the outset so that the policy 
does not lapse if two/three years' premiums 
fall in arrears. For reinstatement of the 
policy, no medical evidence but only arrears 
of premium with interest will be required. 

Benefits available on death by snako bite 
or by accidents, which are more to be found 
among the rural population, should be 
larger than the normal benefit available 
on death as a result of any other cause. 



CHAPTER XV 

(f) Facilities to policyholder to deposit amounts 
over and above the premium instalment, such 
deposits to earn attractive rate of interest· 
comparable to that available in ·the market. 
It should not be a meagre 3% allowed by the 
Corporation at present. 

(6.3.43.) 

15.266. In order to provide the driving incentive 

so essential. for its success, .the Corporation has to play 

the dual rol~ of channelising the savings in the rural 

areas and at th~ same time in a phased programne 

harnessing. those savings for building up risk proof 

farms 'by introducing Farm Loans Schemes. (6.3.46) 

15.267. The Agency Force for the rriral sector, 

which we recommend, will be organised as under :-
. . - . 

(a) As in the case of urban areas, Agents Will be 

responsible for Blocks of families and will render all 

the service at the door of the policyholder. 

(b) Every Village should have a representative. 
. . 

He will be one of the. 20/25 Sub-Agents working under a 

Special Agent. The Sub-Agent (or Village Agent) cannot 

and need not be a fUll-time Agent.·. In Villages with 

population less than 2,000 he may be a .Part-timer like 

the Yillage PriT!lary School teacher, Post Ivlaster, etc. 

We would recommend that the Central/State Government should 

permit village .Post Nasters and School Teachers to act as 

eub-:Agent s. However, he .may ·be a full-time agent if the 

village has population over 2,000. He will have the 

exclusive privilege of canvassing new business among the 

familjes in the ,,.e., Allottec'l to hiP~_ 

'.t?CJ. 
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Therefore, about 50 1 000 full-time Agents 

will be required for villages with population over 

2, 000. It is suggested that such a full-t:l.ma 

471. 

Agent be- also given some small villag-;s around his 

village of residence to make up a block of 700 - 1,000 

families, One Sub-Agent can also be posted for a 

group of small villages with 500 population. The 

rest of the Villages should have one SubA~nt per 

village.- One this basis, about 4 lac Sub-Agents 

(3.5 lacs part-time and 50 1 000 full-tima) Will be 

required. Each Special Agent will have about 25 

Sub-Agents under him. 

(c) A local person of influence, good stcnding and 

substantial means, should be appointed as a Special 

Agent ·to organise the business of a cluster of 

villages, accounting for a population of 20 - 25 1000. 

His remuneration as a special agent Will be for 

-appointment of Sub-Agents, for servicing them, for 

controlling them and for being responsible for their 

acts of commission and omission. Ho must be responsible 

for developing the business dynamically in these 

villages, to effectively service this business, and 

to act as a liaison betv1een the farmer seeking the 

farm mortgage loan and the Corporation, 

(d) The Special Agent should be given an Office 

Allowance of Rs.l:25 per mensem, Besides, he will 

be entitled to commission at the following rates: 
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Difference between 50% on 1st year's 
premiums and 7t% on renewals, and the 
commission paid to village Sub-Agents. 

Service Commission ·for policies sold 
by preyio11s Agents. . · · 

Loans Commission . 
-. 

2% on loans arranged 
and guaranted by him 
proVided lo.an is re-
paid in time plus 
incentiVe· for early 
r~covery of loan. 

(e) Commission payable to Sub-Agent spould be : 

On Firs.t Year Premium 

On Renewal Premium. 

SerVice commission for policies 
sold by previous Agents. 

On a sliding scale, 
on f'ulfilmen t of 
certain performance 
standards and 
certain ·conditions -
25% to 35% •. 

On a sliding scale, 
on f'ulfilment of 
certain servicing 
standards and volume 
of work - 2!% to 5%. 

1%. 
(6.3.51.) 

15 •. 268. The Agency Force we have recommended will 

be most effective, economical and efficient in service and 

will.reduce chances of lapses. 

Section 4 : Development Officers. 

(6.3.54.) 

15.269 .• With a large army of Agents ~perating in 

the field, a supervisory cadre is imperative to supervise, 

control and check on the activities of the Agents in the 

field. ( 6. 4.1.) 

15.270. The Development Officer does not fulfil 

the functio!ls for which he is appointed., bt,1.t acts more as 

a Super·-'Age'nt for the dormant dummy Agents. (6.4.5.) 
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15.271. Tho Development Officers' contribution 

to business by direct .Agents, numbering 4051 is. nil. 

On the basis of ~.7 to 8 lacs business by each 

·Development Officer and the business of direct 

Agents the Corporation could reach tm existing 

annual business of Ps. 770 crores without the Agency 

Force. (6.4.6.) 

15,272. The Corporation's replies regard~1g 

.demarcation of areas of operation for Development 

Officers are ambiguous. (6~4.7.) 

15,273. In the absence of classification 

of the Development Officers according to the Agency 

Force and business we cannot conceive that the 

Corporation has any control over the actiVities of 

its Development Force. (6,4,8,) 

15.274. The Corporation's contradictory replies 

regarding the posting of Development Officers are a sad 

reflection on the Management, Incidentally, we found 

concentration of Development Officers in the cities. 

(6.4.11.) 

15.275. Apparently, the Corporation does not 

consider any,steps either functional or organisational, 

to reduce the cost of the Development Officer. Further, 

it is inexpliCable why the Cor-porati,.,n did not think 

of increasing ·the average production per Development 

Officer earlier (6,4.13.) 
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15.27!3. We recommen;d that the Pevelq:pmen._t Officer 

should also b~ given an exclusive area and. the Block 

respon.s~bl\3 . to hJ.Ill' Agents working in that area should be • 

The Development Officer will have hi~ office-at. the

central place in the area· allotted to him •. In this war .. 

the Development Officer will be able ·to. concentrate his 

attention on his area for new business and.wil~ not 
. . 

dissipate his energies in-running about for.business aim-

lessly from area to area at random. His functions .should 

be: 

· (1) To develop and increase production of new 
business; 

(2) To recommend recruitment of new Agents; 

(3) To guide, supervise and direct the Agents; 

(4) 

(f)) 

(6) 

(?) 

To give on the spot training to new Agents; 

To activise the -exist:ing Agents and motivate 
new ·Agents; ' · · 

To supervise. and audit the policyholders 1 

service rendered by Agents in his area; 
. . . . . - . 

To check on policyholders whose premiums 
are unpaid and ensure that there is no 
defalcation by the Agent. 

(8) To certify·copies of documents ·submitted:~s 
proof of age by the policyholders. ·. 

(9) To'certify that an applicant for insurance under 
non-medical schemes has been seen by him and is 
in· apparent. sotind health; and · · . · 

Clo) To work in the area allottai to him as represen
tative of the. Corporation and perform such other 
duties as the Corporation may call upon him · 
to dQ>. · 
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15.277. For the quality Agency Force compris:..ng 

of well-trained capable Agents rendering service at the 

door Jtid operating in Blocks of families as recommended 

by us, a Development Officer should be able to super

vise about 15 active·Agents or Block Officers in the 

urban. area. 1,300 to 2,000 Development Officers will 

be required for the 20,000 to 30,000 Agents or Blcok 

Officers in urban areas. In rural areas there should 
., 

be a Development Officer at the headquarters of eac~ 

Development Block of the Parichayat Raj in the country. 

There will thus b~ about 4,800 Development Officers 

required for effective development of the rural areas. 

As the population of a Development Block will be 

about 70,900 to l,oo,ooo, i.e., 14 t~ 20,000 famil~es, 

it should be divided into three to four sectors for 

development of life business and service to policy

holders. Out of these sectors one will be in-charge 

of the Development Officer himself arid the other 

sectors under one Special Agent each. The sector 

under the direct charge of the Development Officer 

should be carved in such a manner that he can develop 

and service it fully besides supervising the w?rk .nf 

the t~ree Special Agents working ·in the Development 

Block. (6,4.15.) ·. 

15.278. The present cadre of Development Officer 

should be.fully geared up by further training, if 

necessary, for intensive deve~opment of life insurance 
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both in the. urban and rural areas. We est:ima.te that the 

total Development Force required will be about 6,500. 

The remaining Development Officers could .be profitably . 

utili sed by the Rural Development Wing recommended by 

us. ( 6. 4.16.) . 

15.279. Each Development Officer will be assisted 
• 

by an audit team of 2 or 3 Assistants. (6.4.17. & 6.4.18.) 

Chapter VII- L.I.C. and Computers. 

15.280. We find that tl;le views of the Labour and 

the Government are not altogether divergent .but are in the 

direction of convergence. Therefore, there. should be no 

difficulty for the Government. or the Corporation coming into 
' - - 0 • ' 

contact with the Trade Union and discussing these problGIDS 

with a view to arriving at a settlement without any loss 

of prestige. We, therefore, recommend that any further 

steps regarding the computers should be .talten only after 

consultation with the employees. In the same. spirit, 

the utilisation of the two computers - one which has already 

been installed in Bombay and the other which is to .be 

installed at Calcutta can be discussed by the L.I.C. with 

the Employees' Union and some solution arrived at. But one 

thing must be noted. That is, the principle adopted by the . . 
Government that there must be close consul~ation a~ every 

stage, should be .followed. If this is done, we believe 

thare should not be any great trouble. (7 .5.) 

476. 
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15.281. In view of the recommendations m ada by 

1lS already regarding decentralisation of the-powers and 

:functions of the Corpqration t~ the Branch Offices which 

"ldll, in effect, be fwlctioning lilre satellitll insurance 

1 ~ompanies, we do not consider that computorisation is an 

1llrgent necessity. Under. our scheme of reorganisation 

the Divisional Offices Will have to inake full utilisation 

of the Punch Card Machinery alreadY in use at these 

'Offices. (?. 6.) 

.Chapter VIII - Planning of Business . 

. 15.282. It is regrettable that the Corporation 

has neither drawn up five-year plan of business _nor fixed 

any targets for new busi,ness for rural are as. }he 

approach of· the Corporation to new busi,ness targets and 

e specia1.l.y ·so in the ru·ral areas is passive and 

unfortunate. (8.3.) 

. 15~283.· The year: 1 s targets fixed by the 

Corporati,.,n d'l not bear any direct or indirect relation 

tq the potential for life business which the Corporation 

as a wh,..,le. should attemp.t. to reac~. This i,s because 

past performance is the only guide and if that past 

pe~formance has not been as successful as it should 

have been, the f~ture targets will be underestimates.(8.5.) 

15.2R4. ··It -will be noted that even after m~re 

than t\velve years the Corporati~n has no full-fledged 

Research Division to study the insurance potential 

in the country. (8.9.) 
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15.285. The Corporation's approach to the basic 

problem of ascertaining the insurance potential is not busi

nesslike. In our opinion, research should be giirel:l the 

importance that it deserves. (8.11.) 

15.286. We recommend the Corporation should create 

a very well-organised Research Iepartment to cond.uct random 

sample studies among the farriilies in the· country and 

among its policyholders. (8.12.) 

15.287. In fact, with its vast Agency Force the 

Corporation would become the research laboratory for investi

gati:m of many economic problems of the nation. The 

collected data could be thoroughly analysed to yield important 

and revealing results. (8.12.) 

15.288. We recommend that the Corporation should be 

vested with Statutory powers to conduct its surveys regarding 

potential of life business in the country which will inter-

.ali.a include the size. of each family, its vari0us sources 

of income, its expenditure nn important items, net income, 

investments, whether in financial or physical assets, etc.(8.13.) 

15.289. We, therefore, recc:mmend that planning of 

business should start with the Agent as the base and related 

to the potential of his Block of families. With the Agent 

as the base the· pyramid should be built up; the other tiers 

consisting of Development Officer, Branch and the Corpora

tion as· a whole. (8.14.) 
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include 

15.290, We recommend that planning should 

Planning for the Block Acrent, or the 
Special Agent (in rural areas); 

Planning for the Development Officer; 

Planning for the Branch Office; 

Planning for the Corporation as a whole. 

(B,lG.) 
.. 

Chapter IX - L.I.C. and Rural Development 

4'i?. 

15.291. Direct investments for rural develop

ment by the Corporation by the establishment· of a 

separate Wing of the Corporation will enable the rural 

people to identify and appreciate the role of the 

Corporati0n and will enthuse them to invest their 

savings whether by· wa;r (If life insurance premium 

and/or deposits with the Life Insurance Corporation, 

This will'have a big. impact on the develnpment of the 

Corporation 1 s life business in rural areas, ( 9,3,) 

· 15.292. A capital programme· of vast magnitude 

for agricultural develf'pment and rural housing will 

depend. largely on the generation and .canalisati(ln 

of the savings of the rural sect6r itself. He 

consider that the Life Insurance Corporation is 

perhaps the only nrganisation suited for achieving this 

objective, if by its performance the Corporatinn is 

able to convince the rural population that all such 

savings are being harnessed for their benefit nnly, 
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He recommend that the Corporation should introduce 

Schemes for Farm Loans and Rural Housing so that the 

rural populati0n is able to identifY and appreciate the 

Corporation's role in rural development thereby making 

life insurance purposeful, attractive and·popular in 

the villages. (9.6.) 

15.293. For rural development including rural 

housing, we. would recommend the formation of a Rural 

Development Wing in the Life Insurance Corporation. The 

Wing should be headed by an Executive Director of the 

Corporation - Member of the Board of Directors. The 

difficulties cited by the Corporation in regard to its 

active assistance towards rural development are, in our 

view, not insurmountable. The Wing should have its 

own field- staff to survey the farms_ and supervise the 

utilisation of credit as wel;L as provid:i:ng timely technical 

gUidance to the farmers. Further, the field staff should . . 

consist of agricultural graduates. specially trained in 

processing credit proposals received from the agricul

turiilts by conducting on the spot inspection of the farms. 

Besides, the Special Agent nf the Corporation in the rural 

areas and the Develnpment Officer will have local knowledge 

to assess the credit-worthiness of each borrower and their 

prospects in securing timely access t,., the various inputs 

necessary for agricultural production~ The farm loans 

will necessarily have t" be given for compact and viable 

holdings to eliminate risks. The_ security of the land, 

480. 
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the farmer's own deposits with. the· Corporation and 

the life insurance policies held by him shou;td mal<e 

the loan secure and at the same time enable the 

Corporati0n to earn a good return nn farm loans. 

i'~o begin with, the Corporation should deal with 

medium term and long term loans to agriculturists 

for purposes of land improvements like sinking of tube-

wells, clearing of jungles, land reclamation, 

construction of irrigation and drainage channels, 

.fencing, etc., and purchase of agricultural machinery, 

.. namely, irrigation pump sets, power sprayers, power 

tillers, tractors, etc. The agricultural credit should 

be _covered by mortgage of properties and/or hypothe

.cation of agricultural machinery and further security 

in the form of life insurance policies as under the 

OYH Scheme of the Corporation. (9.8.) 

15.294. The rormati0n.of the Rural Develnpment 

Wing of the Life Insurance Corporation w111· usher in 

a new era of prosperity in the agricultural sector by 

increasing the productivity of agriculture and thus. 

reducing our dependence on imports. (9.10.) 

15.295. The Rural Developmi::mt Wing should 

have its own Budget & Acc,unts including profit and 

loss account so that its C"perations and achievements 

are known widely thereby rurther:Lng the growth of 

life business. (9.11.) 
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Chanter X- General Insurance,Business 

15.296• Out of. the premium income 0f about Rs.? 

crores ?8% pertains to public se~tor which business comes 

to the Corporation automatically under the Government! s 

directive and inVolves no sales efforts and very little 

expenses. (10.5.) 

15. 29?. . The Corp or at ion 1 s subsidiarY, the Oriental 

Fire and General Insurance Company Ltd., has been operating 

in the General Insurance field since the inception of 

the Corporation. In our opinion, there is not much 

point in th3 Corporation transacting general insurance 

business also, especially so, when its performance iri the 

life insurance field is far from satisfactory. The 

duplication of effort in the general insurance by the 

Corporation and its subsidiary is apparently wasteful. 

We feel that the Corporatinn's energies _are being 

frittered away on trying to attract· a small volume of 

general insurance premium from the private sector, when 

these should have been concentrated on the far more 

imiY,lrtant ·objective of channelising the national savings 

482. 

of the order 0f Rs.l,Ono crores annually into the develop

ment of the national economy t!U'ough a more efficient organi

sation 0f life inSurance business. We are of the npinion 

that the Corporation must concentrate on the more important 

national task ,..,r devel,.,ping life pusine ss only and 

rec0mmend the transfer of the Corporation 1 s General Insu

rance business t0 the Oriental Fire and General Insurance 

Company Limited. (10.6.) 
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Chanter XI·- Foreign BusinQss 

15.298. The Corporation's .life business in 
. . 

foreign countries has not shown any progress. (11.2.) 

15.299. The Corporation has stated that taldng 

into account the bonuses declared ~y it in respect of 

~uth-Profit policies the foreign business of the Corpora

tion cannot be regarded as self-supporting in· any of the 

foreign territories where it is operating. The subsiJy 

by Indian business of the Corporation to the foreign. 

bustness is estimated by the Corporation ·at about 9% 
of the premium income in the foreign territories, i.e., 

a subsidy of about ~.50 lacs annually. (11.3.) 

15.300. We are not impressed by the progress of 

the .Corporation's new Life business in foreign C('U!ltries. 

The subsidising of.the foreign business is against the 

interests of the Indian policyholders. ·Further, it is 

also against our national interests as it involves a drain 

on the country's foreign exchange resources. We would, 

therefore, recommend that the Corporation should devise 

ways and means of making the foreign business self

supporting by (i) earning a higher rate of interest on 

its foreign investments; (ii) cutting down its Hanage

ment cost on foreign business; and (111) developing 

foreign Life Business more intensively and stepping 
up . . 

itLsubstantially. In our view, the Corporat:lon should 

make the busines~ self-supporting within th~ next 3 years 
. . 

at the most or else cease to write new foreign business 

as we cannot afford to subsidise .. it permanently •. <n.s.) 
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Chswter XII - Publicity and Public Relations 

15.301. In our opinion, the approach of the Corpo

ration to the question of publicity lacks imagination. In 

India, the usual passive methods of publicity like advertise

ments in newspapers and leaflets explaining various plans 

of life insurance have tn be supplemented by other methodsj 

particularly audio-visual methods like films and radio. 

The Agent who gives_.efficient service is the best person 

to publicise life insurance. His efforts have, however, 

to be supplemented by other types of publicity. (18.2.). 
' . 

15.302. We recommend the Corporation to take the 

follo-wing steps 

(1) The Corporation 1 s budget on film publicity 

should be increased. Films .should be made to bring out 

the benefits provided by life insurance. Such films 

should be shown.along with other films on topics like 

religious festivals, or educational films on farming, 

irrigation, use of fertilisers, etc. The idea should be 

to show how the people can improve their surroun.dings, 

better their life, and then bring in the part that life 

insurance plays in this. This type of publicity iS aimed 
. ' 

at creating a fertile .ground to receive i-that the "Agent 

has to say about life insurance when he calls on the family. 

Films shown in. each area must take into account·local 

customs and feelings. 

( 2) The Corporation should utilise fully the 

advertising facilities now available on the radio, This 

publicity would reach the rural areas. 
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(3) The Corporation should publicise the contri

bution made by it towards the improvement of the rural 
wherever 

areas in particular. For this purpose, t.. p6'ssible, 

the name and SYl!lbol of the Corporation shoul9. be shown 

prominently on .projects completed with the aid of .f\l.11.ds 

supplied by the Corporation e.g., housing projects, 

electrification pr.ojects, etc. Such concrete instanc~s 

would make the paople appreciate that the savings are 

used for their benefit. 

(4) The Corporation should publish booklets 

on various matters which are of great importan.ce to 

the public, e.g., health, diseases artd how to prevent 

them, career and education, farming, and so on. Hl'lile 

these are not directly concerned with life· insur.ance, 

they will generate tremendous· goodwill for the Cqrpora

tion and its Agents. (12.3.) 

15.303. We recommend that there should be a Public 

Relations Officer at each Branch Office to attend to 

the policyholders_ who call at the Office ¥ith their 

complaints and problems. This Officer· may have other 

functions as well, but nobody should leave the 

Corporation's Branch Office with a feeling that his 

complaints. were not looked into by ·a responsible 
. . 

Officer. ( 12.5.) 

Chanter XIII - Miscellanenus 
. . - . 

15.304. The capital of the Corporation is 
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of. the Act stipulates ". • • and t """ to··.,.os a~,-< C )· .• :":".·':.iClC • • r.;. ..., ....., --- ~·~ -· • . 

relating to the provision of such capital shall be such as 

may be determined by the Central Government", the Central 

Government have ·not so far prescribed any terms and condi

tions in regard to_ the provision of capital to the Corpora

tion. This should be done early to satisfy the requirements 

of the Act. (13.1,) 

15.305. In our view, the Corporation does·not need 

a capital of ~.5 crores. fro~ Government for ~xtending security 

to the policyholders. The capital provided by Government is 

absolutely secure and is not in the nature of risk capital. 

The allocation of enormous amounts from out of the actuarial 

surplus to Government by WaY of dividend is, therefore, unjusti

fied. (13.2,) 

15,306, We recommend that the Government should get 

a .dividend equal to one per cent. above the Bank Rate and 

the balance of the actuarial surplus should constitute a 

special reserve to be used by the Corporation ·fo~ its 

pioneering a~ti~ties, such as mobilisation of rural. savings, 

Investments in the Rural areas for building up Ri~k Proof 

farms, promotion ofhealth of policyholders, etc. (13.2.) 

15.307. We recommend that Government should make 

adequate Agency arrangements for providing life insurance 

to our Ar,med Forces personnel who are defending the 

borders, We would also recommend that Government.sho~ld 

permit Welfare Associations of the Armed.Forces to 

function as. Agents of the Corporation so that the 

commission on life business developed in' tl.e· border, 
.... 

areas.is. spent on the welfare Qf our Jawans.(l3.3). 



CHAPTER X:V 487. 

15 .308. Since the Corporation 1 s working Vi tallY 

affects the policyholders, we recommend that the Corpora

tion's performance should be publicised every month for 

the benefit of the general public. (13.4.) 

15.309. Some of our recommendations will require 

amendments tn the Life Insurance Corporation Act, 1956 

·and the Insurance Act, 1938. We recommend that Government 

should give high priority to the legislative amendments 

that may be required for implementing our recommendations 

promptly, 

October 2, 1968. 

Sd: 
(S. S. Sharma) 
Secretary, Working Group. 

Sd: 
(Tenneti Viswanatham) 

Chairman 

Sd: 
(Randhir Singh Chaudhary) 

Member · 

Sd: 
(B. V. Narayana Reddy) 
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Sd: 
( B. K. Shah 
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