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R. R. Morarka, 
Chaitttlan, 
The Committee of enquiry into the 

expenses ·of the L;I.C. 

My -dear Deputy Prhne Minister, 

~8, Akbar Road, 
NEW DELHI 

30th April, 1969. 

I have ·the honour to submit herewith the Report of the Committee 
of Enquiry into the expenses of the L.I.C. ·This COmmittee was set up to 
enquire into the hlgh level of expenses of the L.I.C. and to suggest admi
nistrative and other measures that can be taken to control the level of 
expenses, and to ·ens\lte econom-y and efficiency of management in the 
Corpor-ation. 

When the Life Insurance Cotporati-:>n was set up it was hoped that the 
objectives Of nationalisation would be realised by making the protection of 
instrrance a'failable ·to ·the ·maXimum number of. people in urban and rural 
areas, by eliminating the risks and evil practices that had resulted from 
unhealthy COm'p'etition, by reducing the expenses. of management, by im
proving· services ·to· policyhol<lers, and by incteasing the return of invest
ments consistent with· safety ·and !:e~urity. It was also intended that the 
-savirrgs of the community· thliS mobilised should be utilised for our develop
ment Plans in the interests of our society as a whole. It is ·admitted that_ 
the Corporation has achieved varying degrees of success in these various 
objectives that wete set before it at the time of nationalization. However, 
contrary·to the expectations the Corporation'ihas not succeeded in reducing 
the expenses of administration or reducing ithe ratio between expenses and 
premium income. 

Our Committee was requireq. to identify the causes of the high level 
of expenses and "to recommend remedial measures that the Corporation and 
the'Go'Vetnment canr take. We have addressed ourselves to this task with 
a full awareness of the deer concern that the Government, the Manage
ment of the Corporation, the policyholders and the· community have in 
the economic and administrative effiCiency' of the Corporation. The mono
poly that the Corporation enjoys in this crucial field that is vital to the 
economic life ·of the community and the economic security 'Of the individual 
and his family, places a special responsibility on the Colfporation and the 
Government to maximize the economic and administrative ·efficiency · of 
the Corporation.· We have, therefore, attempted to examine every aspect 
of the working and structure of the Corporation that has a bearing on the 
level of expenses and efficiency of the Corporation (with the exception of 
Investments that was excluded from our field of enquirv)' and we hope that 
our efforts have succeeded in identifvinS! the vulnerable areas that ··need 
constant vigilance and effective control. We will feel that our efforts have 
been amply rewarded if the analvsis and the recommendations that we have 
made contribute to a clearer understanding of the areas in which economy 
can be effected and help in adootine measures that will reduce the le•1el of 
expenses and improved the efficiency of the Corporation. 
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In con.;lusion, 1 must record my personal appreciation of the invaluable 
contribution that every member of the Committee has made to the success 
of .our efforts. Prof. Diwan· was initially hesitant to join our Committee 
because of hi~ interest in a legal suit that he had filed against the Corpora
tion. But it was our good fortune. that he agreed to join the Committee. 
Our Committee has benefited fr.om Prof. Diwan's erudition and intimate 
knowledge of actuarial practice, from the characteristic clarity and incisi
veness which Mr. Varma bas brought to our studies and from the va~t 
practical experience that Mr. Rao has of the administration and probkms 
of insurance. I am deeply grateful to all of them for the unstrinted co
operation that I have received from them: 

Our Committee is also grateful to Mr. S. Subramanian, an Assistant 
Controller of Insurance, deputed from the Office of the Controller of 
Insurance, Simla to assist the Committee and Mr. H. S. Mehta, Mr. T. N. 
Moorthy, Dr. A. C. Nag and Mr. A. R. Ratnam, Officers of the Corpora
tion wb.ose services were lent to the Committee, who helped the Com
mittee to collect and analyse .the data and to deal with the enormous work 
that goes into a study of the kind that we undertook. All of them worked 
cheerfully for long hours and helped the Committee to do its best.· We 
are grateful to all of them, particularly to Mr. S. Subramanian whose 
knowledge, earnestness .and application were of great help in organizing the 
Secretariat 'of our Committee. · · 

We are also very thankful to the team of Stenographers and Typists 
but for whose industry and hard w~rk we would not· have been able to 
complete ·our work in time. 

With kindest regards, 

Yours sincerely, 
R. R. MORARKA. 

Shri Morarji R. Desai, 
Deputy Prime Minister and Finance 

Minister of India 
Ministry of Finance, 
Government of India, 
NEW DELHI. 

(ii) 



CONTENTS 

PAGE 

PART I 

INTRODUCTION I 

·CHAl'TER I. Indices of Expenses 7 

CHAPTER II. 'rrend of LIC's Expenses 32 

CHAPTER Ill. Level of LIC's Expenses 57 

CHAPTER IV. Limitation of Expenses 71 

CHAPTER v. Budget and Budgetary Control 98 

CHAPTER VI. Development of New Business II2 

CHAPTER VII. Personnel I 59 

CHAPTER VIII. Development Officers - 187 

CHAPTER IX. Agents. 21~ 

CHAPTER x. Lapses 241 

CHAPTER XI. Other Major He1ds of Expenses 

Section I. Travelling Expenses 264 

Section 2. Medical Fees 271 

CHAPTER XII. Minor ·Heads sM Expenses : 
Section I. General considerations 276 

Section 2. Printing and Stationery 277 

Section 3· Postage, Telegrams, etc. 281 

Section 4· Rents 284 

Section s. Tabulating Machines 288 

Section 6. E. D. P. System 291 

Section 7· Publicity Expenses 296 

Section 8. Telephones 297 

Section 9· Staff Medical Recreational and Other 298 
Expenses. 

CHAPTEk Xu!. Reinsurance 303 

CHAPTER XIV. Accounts 308 

CHAPTER XV. Internal Audit, Inspection and Or~anisation and 
Methods Department 314 

(iii) 



CHAPTER XVI. Premium Rates 

CHAPTER XVII. Autonomy and Public Accountability 

CHAPTER XVIII. Organisation and Reorganisation 

CRAPTER XIX. General Insurance 

CHAPTER XX. Major Causes of the rise in the level of expenses aad 
extent of possible savings : 

Section I. Major Causes of the rise in the level 

340 

349 

378 

of expenses. 386 

Section 2. Extent· of possible savings 389 

CHAPTER. XXI. Summary of main conclusions and recohunendations 392 

PART 2 (Separate Volume) 

APPENDICES 

(jv) 


