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REPORT OF THE JOINT COMMITTEE ON THE LIFE INSURANCE 
CORPORATIONS BILL, 1983 

I, the Chairman of the Joint Committee to which, the Bill• to pro
vide, with a view to the more effective realisation of the objectives of 
nationalisation of Life Insurance business, for the dissolution of the Life 
Insurance Corporation of India and for the establishment of a number 
of corporations for the more efficient carrying on of the said business 
and for matters connected therewith or incidental thereto, was referred, 
having been authorised to submit the Report on their behalf, present 
their Report with the Bill, as amended by the Committee, annexed 
thereto. ' 

2. The Bill was intraduced in the Lok Sabha on 19 December. 19'83. 
The motion for reference of the Bill to a Joint Committee of the Houses 
was moved in Lok Sabha by Shri Janardhana Poojary, Deputy Minister 
in the Ministry of Finance on 21 December, 1983 and was adopted 
(Appendix I). · 

3. The Rajya Sahha concurred in the said motion on 22 December, 
1983 (Appendix II).· 

4. The message from Rajya Sabha was published in Lok Sabha 
_Bulletin-Part II on 26 December, 1983. 

5. The Committee held 27 sittings in all-

6. The first sitting of the Committee was held on 24 January, 1984. 
The Committee considered their future programme of work and dPrided 
to issue a Press Communique inviting memoranda containing comments/ 
suggestions on the provisions of the Bill by 14 February, 1984-from the 
State Governments, Union Territory Administrations, Bar Councils, Bar 
Associations, other Organisations, 1ndivlduals, etc. interested in the 
subject matter of the Bill for their consideration. · 

The Committee further decided to hear oral evidence on the pro
visions of the Bill from the interested parties. 

Accordingly, a Press Ccmmunique inviting memoranda and requests. 
for oral evidence was issued on 24 January, 1984. The Director General, 
All India Radio and the Director General, Doordarshan, New Delhi 
were also requested to broadcast the contents of the Press Communique 
from all Stations of All India Radio and telecast it from all Duorclarshan 
Kendras on three successive days in English, Hindi and regional 
languages. 

As per decision taken by the Committee, a circular letter inviting 
memoranda containing comments/suggestions on the provisions of the 
Bill and requests for oral evidence was also addressed ~o the Chief Secre
taries and Secretaries (Finance) of all State Governments/Union 

•Publi!ihed in the Ga~ttc of India. B1etraordinary, Part It, Section 2, dat('d tg December 1983 
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Territory Administrations, Bar Coun~ils, Bar Associations, Trade 
Unions, other. Associations/Organisations and individuals, etc. 

Simultaneously, as decided by the Committee an advertisement in
corporating the contents of the Press Communiq~e, in brief, was a!so 
issued on 25 January, 1984 for publication in English Newspapers havmg 
largest circulation· (one each from Delhi, Calcutta, Bomb~y and M~dra!i) 
and also in regio11al languages having largest _circulation (onP. each 
from each State} .. 

7. At the silting held on 8 February, 1984, the Committee felt that 
since they had yet to receive the memoranda on the Bill, hear oral 
evidence on the provisions of the Bill and had to complete other stages 
of the Bill, it would not be possible for them to present their report. by 
the stipulated -date, i.e. last day of the first week of the Budget Se~ston, 
1984, i.e. 24 Februarj, 1984. · The Committee, therefore, decided to seek 
·an extension of time for presentation of the Report up to the last day 
of the first week of the Monsoon Session, 1984. · 

At this sitting,' the Committee also considered several requests 
· received from various parts of the country for extension of time for 
submission of memoranda containing" comments/suggestions on the pro
visions of the Bill. The Committee felt that keeping in view the im
portance of the pr.~posed legislative mea~ure and the fact that there was 
practically no response from the public in general, it was necessary ·to 
extend the time-limit for submission of memoranda on the Bill by the 
interested parties. Accordingly, the Committee decided to extend the 
time, subject to extension being granted by the House, fot receipt of 
memoranda up to 15 March, 1984. 

8. On 24 February, 1984, after the House had granted an extension of 
time for presentatio•t of the Report, the extension of time-limit for 
submission of mern!Jranda up to 15 March, 1984 was notified through a 
Press Release. ThP contents of the Press Release were also given wide 
publicity through All India Radio (lnd the Doordarshan Kendras. 

9. 732 memoranda "containing comments/suggestions on the provision's 
of the Bill were received by the Committee from various State Govern
ments, Trade Unions, Public Bodies, other Asso<.1iations/Organisations, 
individuals, etc. 

10. At their sittings held on 21 and 22 March, 1984 and on 10 and 11 
April, 1984 at New Delhi, the Committee heard the evidence of the repre
sentatives of various Associations/Orga~isations, individuals, etc. 

At one of these sittings, the Committee, while considering their future 
programme of work and the requests for evidence received from various 
Associations!Organisations, individuals, etc. from different parts of the 
country and particularly from those who were not in a position to come 
to Delhi, decided to hold their formal sittings at some selected places 
outside nelhi, in two rounds for taking evidence. 

Accordingly, the Committee held their formal sittings at.Gandhinagar, 
Bombay, Trivandrum and Madras (from 16 to 25 May, 1984) and at 
Hyderabad and Calcutta (from 12 to 16 June, 1984) and heard evidence of 
the representatives o~ various State Governments, Associations!Organi· 
sationu, individuals, etc. ' · 
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11. At their sitting held at Calcutta on 16 June, 1984, the Committee 
decided that the witnesses invited at Kanpur and Shillong, the places 
which they could not visit, should be invited at New Delhi for tendering 
evidence. 

Accordingly, the Committee held their sittings on 6 and 7 July, 1984 
at New Delhi and heard the evidence of the representatives of various 
AssociationsjOrganisations and a Member of Parliament. 

. 12. The Committee, on conclusion of the evidence of the non-official 
witnesses, also heard the evidence of the representatives of the Life Insu
rance Corporation of India at their sitting held on 16 July, 1984. 

13. 59 witnesses representing both officials and non-officials, viz. State 
Governments, Life Insurance Corporation of India, Associations/Organi
sations, Trade Unions, Chambers of Commerce and Industry, Edu
cational Institutions and Research Centre, experts, viz. Ex-Chair
men of Life Insurance Corporation of India, Direct Agents of LIC 
and individuals, etc. from various parts of the country appeared beibre 
the Committee for eXlpressing their views on the provisions on the Bill. 

14. The Report of the Committee was to be presented to the House 
by the last day of the first _week of the Budget Session, 1984, i.e. 24 Feb-

. ruary, 1984. · The Committee were granted two extensions for presenta
tion of the Report-first on 24 February, 1984 upto the last day of the 
first week of the Monsoon Session, 1984, i.e. 27 July, 1934 and second on 
25 July, 1984 upto 14 August, 1984 of the Monsoon Session, 1984. 

15. At their sitting lleld on 18 July 1984, the Committee decided that 
the record of evidence tendered before them might be printed and laid 
on the Tables of both Houses of Parliament. 

The Committee also decided that two sets of memoranda containing 
commentsjsuggestions on the provisions of the Bill, received by the 
Committee, might be nJaced in the Parliament Library, after the Report 
had been presented, for reference by the Members of Parliament. 

16. The Committee considered the Bill clause-by-clause at their sitting 
held on 19 July, 1984. 

17. The Committee considered and adopted the Report at their sitting 
held on 2 August, 1984 . 

.18. Before making their recommendations on the amendments to 
various clauses of the Bill, the Committee would like to highlight a few 
salient features which have emerged arising out. of the views expressed 
before it both in written memoranda and oral evidence. 

19. The Committee have found that the views expressed in the memo
randa as well as the oral evidence tendered before it have unequivocall~ 
supported the objectives of the Bill as embodied in the STATEMENT OF 
OBJECTS AND REASONS which are to ensure more effective spread 
of . L"lsurance, particularly, in, rural areas, to impart greater degree of 
dynamism into- t!Je. working of the industry, to improve the quality of 
service rendered to the. policy~bolders and to achieve better operational 
efficiency in the working of the industry so that it is able to meet the 
challenges of the. future. · · 
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20. By and large, -after giving support to the objectives of the Bill, 
the written memoranda and oral eVidence have been generally either in 
favour of the Bill or totally opposed all the clauses of the Bill. Few 
suggestions have been received proposing amendment to various clauses 
of the Bill. and there was adequate discussion on them during the course 
of oral evidence taken by the Committee. 

21. The Bill mainly seeks a reorganisation of the Life Insurance In
dustry. This is intended to be achieved by a change in the work culture 
and due emphasis on the primary responsibility of each of ~he five pro
posed Corporations for intensive development of the life insurance b_usi• 
ness in the assigned Zone. The concept of re-organisation, however, 
appears to have been mis-construed as mere decentralisation of functions 
which, though. laudable and already in the process of implementation; 
is not the ·only objective of the Bill 

22. The Life Insurance industry is essentially a service organisation 
and satisfactory service to the policy-holders during the entire period of 
the policy contract is, therefore, essential for building up the confidence 
of the community in the industry. However, the Committee noted dur
ing the orlll evidence which was tendered by various witnesses _before 
it that the present Corporatiol). has not been able to achieve this goal and! 
its actual performance in this regard has not been up to the expectation. 
The Committee, therefore, feel that when the five Corporations as wo
posed in the Bill are set up, one of their primary concerns should be to 
look after the interests of existing and potential policy-holders and ren- -
dering satisfactory service to them. 

23. In any organisation,_ efficiency of operations an? suc<;essful func
tioning largely depend on the arrangement that is made for effective 
and quick decision making, supervision of the working of the lower for
mations and the lines of communication. At the same time there should 
be a mechanism for co-ordination in policy matters. The Committee feei 
that the Bill makes a very harmonious compromise between ~he imple
mentation of the life insurance programmes through the proposed five 

· .Corporations and the coordination required in specified matters for which 
the Life Insurance Board is envisaged. Restructuring of Lite Insurance 
Corporation of India into more manageable units will thus strengthen the 
industry's abil!ty to meet the future challenges and also provide th~ 
thrust required for sweading the message of insurance into the rural 

·and backward areas and to less privileged sections of the community. 

24. The inain objective of the life insurance industry, i.e. to spread 
. life insurance much more widely and particularly in the rural area and• 
to the socially and economically backward masses, has not been ade
quately achieved so far, as would be evident from the following extracts 
from the study conducted by the National Council of Applied Economic 
Research in December, 1979 in their Report entitled "Attitudes Towards 
Life Insurance Cover":- , 

•'Over 75 per cent of the earners were not aware of the Li~ insu
rance cover. The ignorance was relatively less in urban area:J 
with over 50 per cent i)a~ng knowledge of it. ' 

Awarenes~ of insurance varied with. the income level of the house
holds. At-the lowest level only 8.3 per cent of the earners had 
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knowledge while over 80 per cent in households with inco~ 
overn Rs. 30,000 were aware of it. 

Only 6.2 per cent of the earners were contacted during the las· 
two years by LIC agents. Here again variations did exist wit!: 
the agents concentrating mo_·e on the affluent where evecy 
third earner was contacted. On the other hand, hardly 1 pel 
cent of the earners among the poor were contacted." 

It is evidem from above th3t there has been no serious awarenes! 
in the Corporation of its social responsibilities to the rural and under· 
developed areas and adequate efforts have not been made to survey the 
market strategy and schemes needed to provide insurance protection to 
the millions of small farmers, agricultural labour, artisans etc. who need 
insurance more. The Committee feel that in a democratic set-up, 
the Life Insurance Corporation of India which has the monopoly in the 
field should be able to give insurance cover to a far larger number of 
households. Insurance cover is not only meant for the affluent class but 
also the poorer section of the community. 

25. The Committee have caiefully examined the implications of 
the main objectives of the Bill, name~y, splitting the Life Insurance 
Corporation into five independent Corporations with reference to the 
views expressed by members and opinions received from the public in 
general and have had considerable deliberations on all aspects of the 
subject. The Committee note teat the idea of spreading insurance to 
the rural masses and restructuring of the Corporation, as envisaged in 
the present Bill, is not a new one but has a historical background There 
has been a consistent thinking in this direction right from 1956 when 
the insurance industry was nationalised, as would be evident from the 
observationsjrecommendations made by various authorities, eminent 
persons, Committees, etc. mentioned hereunder:-

On 19 March, 1956, while initiating the motion for reference o.1 the 
LIC Bill to a Select Committee, the then Finance Minister had 
inter alia stated "So far as day to day business is concerned, 
it is our intention ........ that insurance becomes more widely 
known, more popular and thereby to mobilise even larger 
volumes of savings from all sections of the people in order to 
attain the principal objective of the measure of nationalisa
tion."" 

While speaking on the floor of the House on the LIC Bill, 1956, the 
then Finance Minister (Shri C. D. Deshmukh) had, inter alia, 
observed " .... In any case, we feel that to start with we should 
have only one autonomous Corporation with Zonal organisa
tions 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 process, that is to say, to proceed from several 
autonomous Corporations to one monopoly corporation." 

On 20 February, 1958, the then Prime Minister (late Pandit 
Jawahar Lal Nehru), while speaking on the Chagla Commis
sion Report, had put it more categorically and stated "some 
Members have suggested that it might have been desirable or 
it might be desirable in the future for this huge organisation to 

1145 LS-2 



~ split up into three or four. It is a matter whlch may be 
considered. • If that is more advantageous, it should be done. 
We should not hesitate to do it." 

The Chairman of the Life Insurance Corporation of India stated 
before the Estimates Committee (Second Lok Sabha) (1960-61) 
which had examined the LIC during that year "that if the new 
business of the Corporation in a year exceeded Rs. 1,000 crores, 
it might become necessary to split it up into one or more_ 
separate bodies." · 

The Committee on Public Undertakings (Third Lok Sabha) (1965), 
in their Fourth Report, on the LIC, had specifically recom• 
mended in very clear terrns to the effect that "if the standard 
of efficiency in the Corporation is to be improved, with better 
service to policy-holders and the corporation is to expand its 
business in a massive scale, its present Zone must be consti• 
tuted into completely iJ?-dependent corporatiow;." 

1 "urlng the course of evidence before the above Committee; the 
representative of the Ministry of Finance stated before the 
Committee 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 advantagenous 
to split up the Corporation. •, .. ' 

'·, . 
The l(nshna Menon Committee of the Congress Party in Parlia• 

ment recommended the splitting up of the corporation, and 
said "The LIC would in our view function more gainfully . and 
efficiently if it were not all one unit but consisted of severaL 
which would develop their own character, create healthy, 
competition in performance and results." 

The Era Sezh1yan Committee (1980), in their Report, observed/ 
recommended that-" ...... in spite of much growth in its busi-
ness, the LIC has not been able to fulfil some of its p,rimary 
objectives satisfactorily. It seems that this is at least partly 
due to its present organisational structure." · 

• • • 
"The Committee recommends that the existing Zonal Offices should 

be set up as independent, non-competing corporations with their 
~urisdiction restricted to their present area." 

· 26. 'l'he t:omrmttee, therefore, feel that in the light of the historical 
background, the stage has come when this idea of setting up manageable 
units has to be implemented and given practical shape. Decision to re
structure the Life Insurance Corporation into five independent units with 
a co-ordinating body to provide supervision an~ guidance is a step in 
the right direction and timely. The Committee are of the view that the 
national issues, particularly the developmental issues like the one under 
their consideration, must be viewed and considered without any bias. 
The Committee feel very strongly that in a democratic set up the 
insurance cover of all the people, particularly for those who are less 
fortunate and: have insufficient means to fall, back, whenever the neces
sity ar!~es, is necessary as a measure of social security. 



27. The observations of the Committee with regard to the principal 
changes proposed in the Bill are detailed in the succeeding paragraphs. 

28. Clause 6.-The Committee note that under the prov1s1ons of this 
-clause, only certain conditions have been laid down for appointment of 
the members of the Corporation and no qualifications have been speci
fied. The Committee feel that in order to ensure that members are 
appointed from proper categories of persons, it is desirable to prescribe 
the qualifications which persons 'Should possess in order to be eligible for 
appointment as members. 

Sub-clause (1) of this clause has been amended accordingly. 

29. Cl!a.use 7.-The Committee note that according to the provisions of 
this clause, the term of office of the members and the Chairman of the 
propm;ed corporations is not to be less than three years. The Committee 
were Informed that a statutory minimum term of service may sometimes 
create practical difficulties. In the circumstances, the Committee feel 
that the term of office of the Chairman of a corporation and members 
ther~of and the terms and conditions of their service should be regulated 
by rnles to be made under the proposed legislation. Since the rules so 
made would be required to be lald before both Houses of Parliament, the 
Coml"'lttee feel that the Parliament would have adequate opportunities 
to exercise their regulatory control with regard to the matter. 

It was also brought to the notice of the Committee that the Com
mittee on Public Undertakings had observed that one of the deficiencies 
in the system of the public undertakings was to have a Chief Executive 
on a much shorter term and the Conference of Public Sector Enterprises 
had\ Tt,commended that the term of appointment of such persons should 
be between four to five years. This concept, the Committee were further 
informed, has been introduced in the entire banking industry. The 
Committ .. e are of the view that under the circum~tances, the term of office 
for arpoi•1tment of a member or the Chairman of a corporation need not 
be sptteified in the Act and the matter may be regulated by the rules to be 
made thereunder. 

Sull-c1ause (1) of this clau>e has been amended accordingly. 
r • ' . . - . 

30. Clause 8.-The Committee note that under the provisions contained 
in sub-clause (3) (a) of this clause there is a provision for termination 
of th•! appointment of the Chairman after giving him three months' 
notlco in writing but there is no sue)) provision for the termination of 
the s·~rvices of members appointed by the Central Government. The 
Committee are of the opinion that the Central Government ·should have 
the same powers to terminate the services of members appointed by them 
as they have, under the Bill, in relation to the termination of the services 
of the Chairman of a Corporation. 

Sub-clause (3) (a) ol! this clause has been amende<! accordingly. 

31. ClatLSe 13.-Durlng the cou.rse of their deliberations, the Committee 
were informed that the poEcy-ho1ders who are the main beneficiaries of 
the corooration feel comp!etelv neglected. Once a pol'cy is taken. the 
policy-holders do not get satisfactory service from the co•·poration an:i 
practically no service {ron it~ agents. The Committee fee' that since the 
policy-holders are the persons for whose benefit the corporation has been 
-.=· 
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constituted and since one of the objectives of the proposed Bill is to 
'improve the quality of service to the policy-holders', the policy-holders 
should have 'Some organisation through which their grievances and 
suggestions may be brought to the notice of the corporation. The Com
mittee are, therefore, of the opinion that it should be made obligatory on 
the part of each Corporation to constitute in its jurisdiction such number 
of Policy-holders Advisory Committees as it might consider necessary. 

Accordingly, a new sub-clause, namely, sub-clause (4), has been added 
to this clause. 

32. Clause 16.-The amendment made in sub-clause (1) of this clause 
relating to the terms and conditions of service of members of the Board is 
simllar to the amendment made in sub-clause (1) of clause· 7 .. 

33. Clau.<Je 61.-Sub-clause (2) of clause 10 empowers a Corporation tc;J 
'appoint, in pursuance of an arrangement entered into b:v it ,with any 
concern, di,rectors of that concern, and provides for the validity of ~~~ 
appointment. · . ~ 1 

The Committee were informed that directors of concerns; nominated 
by public sector undertakings in pursuance of similar arrangements, have 
often been haras'Sed by prosecutions etc. by reason of the non-obs~ce, 
by such concerns. of their statutory obligations, such as; payment of 
provident fund dues and contributions required to be made under the 
Employees' State Insurance Act, 1948, etc. 

The Committee feel that since the nominee directors of, .any concerJ!. 
e.re ·not reSponsible fort the day to day administration of, such concernll, 
they should not be held · responsible for the non-observance ,by sue~ 
eon cents of their statutory obligations. Accordingly, , such. . nominee 
directors should be granted protection from harassment. The Committee 
note that provision'S granting protection to nominee directors. exist ili 
section 38A of the Industrial Finance Corporation Act, 1948. Accordingly, 
the Committee feel that similar provisions may also be incorporated ,in 
the Bill. · .~ ~ 

Accordingly, a new sub-clause, namely, sub-clause (2). bas been· added 
to :this claUse. ., 

' -. 
34. Clause 1.-The amendment made in this clause is of a formal 

nature. ' ·· · 1 
• ~ .. '. '... r ; 

35. Enacting Formula.-The amendment made in the Enacting Formula 
is of a formal nature. · 

36. The .Joint Committee recommend that the Bill,'. as amended 'be 
passed. , , · ' · .... ,.,• .. 'J 

•, 

NEW DELm; 
July ~.3, 1984 
-----~ 

. MOot.' CHAND DAGA, 
, ., .I 

Chairman, 
Sravana 22, 1906 (Saka) ... - Joint Committee • 



MiNUTES OF DISSENT 

I 

I regret to state that I am wholly in disagreement with the majority 
recommendations of the Joint Committee. Before stating the exact 
grounds on which I am opposing the Bill, I wish to make some prelimi
nary observations. Thus in my firm opinion the whole Joint Committee 
is obliged to answer the foremost question as to why the ol:jectives of 
the Bill cannot be achieved without splitting the Corporation. Afterall, 
what is contemplated is not merely a change in the admin'strative set 
up of the Corporation. It is not as if the Bill is in the form of an amend. 
ment of Life Insurance Corporation of India Act, 1956, cono;idered neces
sary for achieving the specified objectives. It brings about wholesale 
'replacement of the existing Act with an altogether new Act ff'r complete 
dissolution of the LIC of India and creating in its place five Independent 

'corporations, each corporation competing with the other corpo:·1tions 
with its own life fund, its own investment priorities (subject to the broad 
guidelines which the Government may issue from time to time) and its 
own actuarial evaluation. The Government has not placed before the 
Committee any evidence to show what steps, including administrative 
measures or legislative modifications of the existing Act, it has taken so 
far to achieve ~he objectives of the natoinalisation of Life Insurance in 
a better way and how such steps have been proved to be thoroughly in
adequate leaving the Government no other option than taking such an 
extra-ordinary step. '!'he onus of proving that the LIC's split up into 
.five region-based independent competing corporations is the only unavoid· 
able step for achieving the desired objecttves is on those who are pilot· 
ing the Bill. It is entirely wrong to put the onus on the people to show 
as to why the split is not beneficial since the case has been built for thtt 
.unitary structure and this case has been established for over 28 years. 
It is nobody's contentiol). that LIC is incurring heavy losses or that the 
policy holders' interests are in serious jeopardy or that some unexpected 
crisis has developed. The statement of Objetcs and Reasons of the Bill, 
In .fact, speaks of the LIC's 'impressive Peeord' of extending insurance 
services to the community. In view of this reality, I repeat that the 
onus of proving the unavoidableness of the LIC's split-up lies on those 
who have brought forward this Bill. 

.. Let me refer in this connection to the provisions of the LIC Act. Sec
tion 21 of the LIC Act states "in the discharge of its functions under this 
Act, the Corporation shall be guided by such directions in the matter of 
policy involving public interest as the Central Government may give to it 
iri. writing-and if any question arises whether a direction relates to 
matter of policy involving public interest, the decision of the Central Gov
ernmF>nt thereon shall be final." 

The statement oi Objects and Reasons of the present Bill conveys •·the 
.Corporation over the years has grown considerably in size and it has, 
therefore, been dedded in the interest of operational efficiency and in 
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order to strengthen the industry's ability to meet the challenges of the 
future to rest~ucture the LIC into more manageable units, it is expected 
that this will result in more effective spread of insurance into the rural 
areas where only limited headway has been made s;~ f~r. The Bill p~o
vides for the restructuring of the corroration into five mdepenednt un1ts 
with a co-ordinating body to provide supervision and guidance on matters 
of common interest. This reorganisation is also expected to impart a 
greater degree of dynamism into the working of the industry and improve 
the quality of service to the policy-holders." 

There is no evidence to show that the Government had issued direc
tions to the Corporation in writting in any of these matters. It was open to 
the Government to take such steps as suitably changing the LIC's invest
ment pattern fer better yield on investments and higher bonus to . the 
policy-holders in consequence or giving back to the LIC the huge amounts 
it collected by way of its share in valuation surplus specifically for sub
sidising the rural business. Nothing, however, has been done in this 
direction. 

Section 29 of the LIC Act, 1956 states "the Central Government shall 
cause the report of the auditors under Section 25, the report of .the actua
ries ur'<ier Section 26 and the report giving an account of the activities of 
the corporation under section 27 to be laid before both Houses of Parlia
ment as soon as mav be possible after each such report is received by the 
Central Government." Section 4S(I) and 48(11) (i) of the same Act give 
powers to the Central Government to ma'ke rules regarding the form m 
which the report giving the account of the activities of the corporation 
shall be prepared. It was open to the Government to change the form 
of the report of the activities of the Corporation so that its performance 
could have been reviewed by the Parliament not in terms of total sum 
assured everv year. but by applying new standards such as growth in rural 
business, cover provided to economically backward sections through sub
sidised schemes or opening branches in backward districts. The truth of 
the matter is that the Government prevented the Parliament from re· 
_viewing the LIC's performance on such basis. 

Section 18 (iv) cf the Act under reference conveys that the 'Zonal 
Manager can establish as many Divisional Offices and Branch Oflices _in 
his zone as he thinks fit. Section 22 (i) of the Act further suggests that 
a zonal manager shall perform all such functions of the corporation as 
may be delegated to him with respect to the ~rea within the jurisdiction 
of the zonal office. · · · · · · 

· In practi~e, howe,•er, the Zonal mana.!\'ers and for that purpose even 
the corporation were never allowed to exercise the powers conferre~ upon 
.them under the Act. Although LIC has been described as an "autonomous" 
b_ody, .expec~ed to .run. on business principles, keepin.!! In view at the ~arne 
t1me It~ ~ctal ob!e~t!Ves, it has always been diretrtly under the control 
of the Finance Mm1stry. It is an i'1delibJe fact that the Finance Ministry 
never allowed the co.rporation to expand the branches more rapidly be
cause they brought m the cost asoect They wan•-d th b h ' 
fun . . • · · ..., e ranc es to 

ction on cost bas1s, 1.e., revenue-expenditure ratio not no" b d 
"fi d ti On · F mg- eyon spec! e propor on. the contrarv in Banks th-· did' t b th b 

th t · th 1 "tial h -.• no n er a out e cos m e m t ree years. The Zonal Offices wera t f ti 
" ti " f th . - o unc on as execu ve arms o , e coroorahon. That was the em b tl r 
lnent of the late ivrr. C. D. Deshmukh, who as Finane ~ !3. ~ 00 1cy state
Bill .for the nationalisation of the LIC business in 1;56 IDHis er mov.ed th.e 

· ow trag~c it 1s 



that these executive arms of the corporation were amputated by the Gov
ernment and particularly its Finance Ministry that always wanted to 
centralise all powers in its hands. 

lt is the Government's contention that it has brought forward this 
Bill on the basi<> of the recommendations of the Era Sezhian Committee. 
In the first instance, the Era Sezhiyan Committee's report is not a gospel 
truth and the welg:.ty sub'!lissions made by the various committees ap
pointed earlPir have also t.., be weighed simultaneously. The specific 
warnings against the disastrous consequences of the LIC"s split up given 
by the3e committees cannot be ignored. 

However, since the Government has adopted the Era Sezhiyan Com
mittee report as the basis for this Bill, I must point out that what the Era 
Sezhiyan Committee suggested was the establishment of non-competing 
Corporntions with their jurisdiction restricted to the present zones work
ing on the basis of common premium rates, common policy conditions, 
common actuarial 1:aluations, uniform bonus rates and uniform salary 
scales and service conditions applicable to staff. The Committee very 
specificially opposed the concept of competition, explaining how the com
peting corporations setting up offices throughout the country might add 
to the cost. It explained how different zonal corporations would start 
with inherent disparities, and how for improving premium rates and 
bonus, the competing corporations would neglect extension of business to 
the rural areas and to the weaker sections of the community. The com
mittee also emphasised that the competition by itself does nnt help im
proving performance of customer services. The Bill is gross distortion 
of the Era Sezhiyan Committee's recommendations. Nay, it completely 
destroys its entire edifice. 

The Era Sezhiyan Committee was appointed, not exclusively for con
sidering the organisational structures of the corporation. There were va
riou5 other aspects of the LIC's working which it was e:<pected to ex
amine, so that the LIC's working could be geared to meet the changing 
requirements of the insuring public and the national economy. The 
committee has made its recommendations in all such connected matters, 
one of which relates to LIC's investment policy. The essence rf these 
recommendations of the Committee is the need for improvemPnts in the 
returns 'on the LIC's investments and one of the measures suggested is 
that it should not be required to invest more than 40 per cent of its in
vestible funds in Government and Government approved securities which 
yield very low returns and materially affect the overall yield on invest
ments. 

The committee has also made various sugge>tions for the growth of 
rural business and group insurance schemes for the economically weaker 
sections of the society which do not warrant any changes in the organisa
tional structure of the corporation. The Committee has further suggested 
a new life insurancp policy for lo\ver income groups which will have 
subsantially reduced premium rates but will not offer income-tax relief. 
It seems that the Government is wholly unconcerned about providing 
higher bonus to the policy-holders for which the overall yield on the 
LIC's investments must go up or evolving plans for the economically wea• 
ker sections of the society through separate arrangements and subsidies 
from Central fund. While a parrot like statement is being repealed that 
LIC must reach all economically weaker sectio;1s of the society, the crucial 
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q{i;~tion for providing subsidies in order to bring down the premi~m rates 
under specially drawn schemes for them is being carefully avmded. 

On the important question of Industrial Relations, ~e Committ~e. ~as 
expressed the view that the present system under which re~ponSlbilit~ 
for negotiations with its staff unions is vested in the LIC while all deci
sions making authority involving even minor changes in any of the terms 
and conditions of service is vested in the Government is inherently un
sound. The Committee has suggested that the Government should for
mulate some broad guidelines for wage negotiations and the management 
of the institution .. 5hould be left free to evolve their own personnel poli
cies and also ~:o conduct negotiations with their staff unions and arrive 
at specific decisions within the confines of the guidelines. The com
mittee has thus sought to suggest in its own way something for streng
thening the process of negotia1ions between the management and the 
employees' unions on all matters. The Bill seeks to destroy the whole 
process. 

The Era Sezhiyan Committee had also recommended some intermediate 
steps such a> decentralisation of Internal Audit and Inspection Depart
ment, Building Department, Mortgage Department and Policy-Holders 
SerVIces Department at the central office to the Zonal Offices. Alongwith 
it, it suggested that the functions of the Development and Accounts De
partment at the central office should be reduced by transferring supervi
sor.{ and control functions of these departments to the Zonal Offices. The 
committee is not informed whether these interim steps were taken and in 
any case it has not been provided with the working results of such an 
arrangement. 

With these preliminary observations, I now proceed to deal with va
r :ous specific objectives o;: the Bill which in my opinion can be achieved 
w!tbout splitting the: corporation and I have to state further that the 
split up will be counterproductive to a:I these laudable objectives. As about 
the LIC's overall performance we must acknowledge that the LIC has 
firmly settled on the path of continuous progress in all spheres of its acti
vities, falsifying the predictions which the monoply press made in 1956 
that the nationalisation of life insurance would involve huge losses. The 
LIC's progress measured in terms of spread of life insurance business. 
a;;s!stance to sociaily purposive projects, bonus to policy-holders, renewal 
expense ratio and settlement of claims has been very encouraging more 
so cluring the last three years. Much is sought to be made out 'of thEJ 
fact that the LIC has not been able to open its branches in 47 districts 
so far. As per tl~e information supplied by the Finance Ministry, the 
~C has branches m 373 out of 420 districts covering in all population of 
61.99 crores out of the total population of 68.52 crores. This means that 
the LIC has covered districts which together have populatioa which is 
99 per cent of the total population. The thirty-seven districts where the 
LIC has no branch but has <ievelopment organisation are situated in 
Mf'mpur, Meg~alaya. Nagaland, Arunachal Pradesh, Mizoram, Lakshadee 
and a few thtnl~ populated backwal'd districts in Himachal Pradest 
Jammu & Kashmtr, Assam and some Union Territories. The ten district~ 
"\'here the LIC has no organisation are Lab 1 & s ·t• (H" h 
d h) K · u PI 1, tmac al Pra-
~s ' ~r~l (J ~ K)' Mon, Wokha (Nagaland)' Sikkim South., Sikkim 

"West (SlKkim), _N'Icobar (Andaman & Nicobar) and West Kamen East 
Kameng, East Stang (Arunachal Pradesh) Mo t f th _g, 
i·emote areas occup· d b th Arm · s 0 ese are m very 

· Ie Y e Y or the Border Security Force and the 
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local tribes. There is no distrirt in Punjab, Haryana, U.P., M.P., Bihar,. 
V'es! Bengal, Orisoa, Maharashtra, Gujarat, Karnataka, Andhra Pradesh; 

· Tamilnadu, Kerala and Rajasthan where LIC has .no branch. The econo· 
micallv backward districts of all these States have also been covered. 
This ;;ery positive achievement of the corporation iS sought to be eclips· 
ed by presentatior. of distorted facts. 

As about LIC's operational efficiency, it may be stated that it does not 
depend upon the size of the Corporation. This: is' because the entire 
work relating to procurement of new business, accepU!nce of proposals, 
issuance of policy, servicing of policy, payment of commission bills and 
settlement of claims is done with complete independence at the level of 

·Divisional Office. 

Most of these functions have already been transferred to the Branch 
Offices and. in most cilses the policy-holders' J)eeds are fully met at the 

-.Branch Offi~e. Thus, the policy-bolder about whom so much ia being 
· siud is in no way concerned with the size of the corporation and for hj.m 
what matters is the service· at the Branch office whlch is satisfactory and 
can be made still more satisfactory through various administrative mea_. 
sures. The talk that, showing improvement means 'close monitoring' 
and 'making surpri.~e visits' and that the Minister canno~ go to all ofiic:es 
throughout the country and therefore there should be smaller corpora· 
tion~< is so irresponsible that it mu~t be ignored with contempt. · 

The argument" about .the size of the corporation is. not a new one. It 
has· been put forward on several occasions when the corporation Willi 

much smaller in size and even when the life insurance business waa 
. nationalised, the time when the entire LIC of India coming into existence 
·was much smalle~; a& cpmpared .to 'the sue which each of the five inde
pendent corporations sought to be established would have hereafter. The 

·varjous Committees including the· Administrative Reforms CommiS!Iion. 
ani the Commtitee of Enquiry into the expenses of Life Insuran.ce Cor- . 
po~ation has squarely dealt with sut:h an argument. The Banking Com
mission in its report submitted in 1971 has also exposed the falacy of the 
ar~ent that the small sized Banlfs would be able to give better per-

. sonalised service to the small borrowers as compared to the large sized 
banks. . 

Really speaking, there is nothing in the Bill to. 'demonstrate about the 
decentralisation which means decentralisation of executive ·powers to 
the loW1!r officer:; and encouragement to local initiatives. What is sought 
to be done .is· the establishment of five zonal Corporations. which means 
that mstead of oae central office (body), each of the five corporations 
h·<!ve its own life fund, its own investment policy aild its own managerial 
pr~ogatives. 'fht're ts no question ·of policy-holder coming into closer 
contact with the corporation. The. poor policy-hol~ers• c.ontact· will be 
limited to the agent who secures b.usiness from him and the Branch Office 
which issues to him a new policy and does an servtcmg work up to the 
settlement of claims. The stark !act is that. it is the powerful lobbies 
in different States -which .will come .in closer contact With the top eche
lons of the smaller corporations building their influence in the matter of 
investments and promotions, appointments, etc. As I have already 
pnmted. out, the eXJsting LIC Act provides enough scope to the Govern
ment for improvi_ng the LIC's operational efficieny and achieving the 
other objectives sl:>own in the Bill and therefore fragmentation .·of the 
corporation is unwarranted. However, if. the existing provisions of .. the . . 
1141i LS-3. 
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·uc Act are found to be insufficient for achieving the desired objectives, 
the same Act .can --he amended to make s_tatutory provisions for -the 
establishment of five Zonal Offices with more clearly defined powers and 
.functions as it has been done in the State Bank of India· (Ame~?-dment) 
Act, 1973. . 

A great emphasis has been laid by eyerybody on what is termed as 
UC's failure to reach the rural areas and it may appear as if this impres
sion has taken the shape of this particular Bill proposed. by . the Govern~ 
ment to split the LIC in .order to effectively realise the objectives of 
nationalisation by reaching into rural areas though, truly speaking, the 
more over-riding considerations that have weighed those who have pilot
ed the Bill are difterent as I am going to explain in the subsequent 
pmagraph!l. _Now, if so much empha~is was to be placed on rural business 
such an emphasia .could have been laid some years ago and the LJC'I$. 
overall performance could ~ave been weighed with distinct importance 
given to the rural business so that we would have been· in a better posi
tion to understand whether the LIC's size or lack of competition is com
ing in the way of growth in rural business. · In any case, the LIC's 26th 
Report and accounts for the year erofed 31st March, 1983 shows that the 
new business wrilten during the year in rural areas was under 7.33 lakh 
policies as against' total nUmber of 22.31 lakh policies secured dUring ·the 
yeliT. This comes t~:~ 32.85 per cent of the total business. It has to be 

. noted .in this connectio~ that 374 million out ·of· about 510 million 
people . in the rural areas are absolutely poor with extremely 

. insufficient land or no land at all, their monthly· income • being 
less than Rs. 701- aiiq have consequently no call!lcity whatsoever to save 
for futqre. This at once restricts the scope of extending life insurance 
bU!rlness to less than 20 per cent of the rural population. A survey by 
the National Council of Applied Economic Research (1979) has pointed 
out that 87.5 per cent of the non-insureds in the rUral areas could not 
aftord to pay life insuriiDCe premium. If this arithmatics is taken into 
consideration, it will be observed that the rur.al business is not less as 
tt appears. Since wrong impressions have been carried about the 5e9pe 
Of growth in rural business, I wish to point out the observations made 
in a survey of rural banking in India in 1979. It conveyed "considering 
the figures bf large. number of commercia! bank branches opened in 
rural areas and because of the fact that these are public banks not opened 
with the consideration of running their business for maximising profits, 
one is likely to get the impression that these rural commercial bank 
offices must be meeting to an increasing extent the credit needs of. the 
weaker sections of the rural community. A closer examination, however,· 

_ reveals their class character. It is observed that their clientate yet con
sists largely of big businessmen, wholesale· traders, bullion merchants, 
sugar barons and oil kings in rural areas" (Source: Rural Banking in 
·India-S. S. M. Desai, June, 1979) . 

• h afRuent sections of the society do not .iind it necessary in the 
· present capitalist system to-buy life insurance policies to cover the death 

risks or to save for old age or for their children in view of the continuity 
of the ownership of their huge assets. The urban rich buy life insurance 

· policies for tax rebates and this cannot be an incentive for the rural rich. 
whose income from agriculture including cash crop, grapeyards, ppultries, 
Uve l!tocka and agricultilral properties !s not taxed. The rural rich who . 
_an showing increasing parasitic tendencies in snatching credits'· and 



: aubsidies frS'm increasing nt.imber of Goyernment agencies have a cle&i: 
preference to use their surpluses for conspicuous consumption, Increasing·· 

p~sical assets and making investments i,n sugar'factories, transport com· 
. panies, flour mills, oil mills, . briek klins and wherever they can matte 

fast buck. If they sometimes place some part of their surpluses in Bank 

deposits, it is on account of two reasons. First, the agricultural credits 

give~ by the Banks create a kind of relationship between the Banks and 

· agriculturists. Second, the bank de'?osits are. not locked up for life time. 

They can be withdrawn· at 'will The fixed deppsits are alsO for a period 

not e:x;ceeding five years and even during this short period tht depositor 

can borrow loans to the extent. of 90 per cent of. the amount heid tD de

posit. . In the case of LIC, the policy-holder's. money is locked ~p for 25 

to 30 years and if he wants to withdraw his savings earlier, he standi to 
lose heavily slnce large portion thereof it forfeited. Thus it will be seen 

that the potential for Life Insurance business in· the · rural areas is 

aeverely restricted and the real question is about creating a new poten

tial 'by attracting the sprpluses of rural rich, through n~w taxation 

schemes combined with plans which may suit their n·eeds and above all, 

Improving the 1ot r~f 80 per cent 'Population living below the poverty 
line so that they may be able to make a small sa1iing for the future. The 
• 

formation .of the smaller corporations is no solution at all to such a com- · 

plex problem. Rather it will be counter woductive since smaller cor• 

-poration& would find ·it more difficult to bear the burden of rural business 

which fuvolves higher costs both in procurement and in servicing and 

therefore they would inevitably prefer concentrating on big cities and 

towns where the business is available ,with comparatively lesser efforts 

and lower costs. This difficulty will be mor~ particularly felt by·EaStern . 

Zone and Central Zone corporations who .;,.ould have within their juris

diction very large. backward areas and ~omparatively less urban popula
tion from where they ca~ get life insurance business'With lesser ef!orts · 

' . . . . . 
and. lower costs. · 

' . 
. . This again takes us to th~ question of a serious handicap which the 

five region-based corporations will be facing as soon as they start their . 

operation .. The LIC's operational costs greatly vary in the five .different . 

zones and also in different Divisions within the same zones .. Thus ii is 

observed that the expense ratio of the Western Zonal Office .of the _U.C 

was 8.25 in 1981-82 whereas it was 13.86.for the Eastern Zonal Oftl~ . .If . -- . - . 
we l.Jok into the figures of expense ratio for diffP.rent divisions during 

the 11811le year, we find that it was 5.67 for Bombay as against 26.59 in. 

• Muzaffarpur .. These operational costs do not d!!p!end exclusively on the 

eftl.clent working of the Corporation in any one particular region. Th~ 
are two important factors which influence the operational cost.. J'irst 
Is t'he ~verage .size of the policy which determines the ptenllum income 



.in .rlllation to the cost per poll~ and this average size of the s>olicy de

pencil upon the income level in the re_gio11- ~e second factor is about 

th~ .cost of procurement Of new business :Yihich is mor~ in the less deve-
' -
loped regions and particularly in rural areas. As a consequence of· .the 

LIC split-up, the -profits .of the five independent competing corporations 

would.greatly differ and the result would be that the policy-holders from 

the -Central and Eastern Zones -comprising of UP, MP. Bihar, Bengal 

Orissa, Assam ·and Eastern States would get lesser bonus. This would be· 

a new- .cause ut economic discontent in these regions in the ali-eady de-

teriorating economic situation in our country. Once five independent ·cor-: 

,POrlltions with their separate life funds •and -separate actuarial valuation 
come into-existence in -place of one single LIC ofindia, the uniform bonuo 

rates .-.cannot .be -ID¥intained. It has been. suggested thilt this ·difficulty C8!1 

beo0bviated by allowingoall.the -five corporations to complete'in all major. 

cities in the-country. It is not appreciated in~ connection.that if such 

a comtJietltion is allowed to take place_ and corporation which is strong 

a.rid is able to -declare a higher bonus is allowed to operate in the areas · . .. . . 

ot the weaker -corporations!-particularly- in metropolitai:i. cities, the result 

wlll :be tha\ the ~- of bUsiness will be taken away bY -the stronger 

corporation. The experts in the field-of ~e insurance have also informed · 
Ul that the growth in business does not necessarily lead to !.ower_ opera

tional coats. _ 

-. 
_ Now, let me proceed to put forward my views on how the LIC's split 

. up -will accentuate the regional imbaiances already existing. Because of 

thi! 'eldsting pressures and pressures likely to develop in future, _with 

regard to decentralisation .of_ public funds, there will- be more room for 

fissiparous tendenci!!s to grow. The investment decision of the corpora
tions will be subject to pressures of different State Governments. - Aftt<r 

the_ LIC's split up, the five corporations will not be workin~ on all India 
b~ as in the case of nationalised Banks· and the four subsidiaries .of . 
the General Insurance Corporation. At best what can liappen is that 

they will have some 'branches in tne other. areas of operation. Naturally 
-there~ be pressures 1\-om ihe State Governments and the regional 
. 'bodies to utilise the fund& in their own areas. · It is wrong .to· 8uggeat 

that such a problem will not arise as tlie investments of all the five COl). 

porauOns _will be met according to the Government's directions and the. 
Government will take care of the'econom!1:ally backward regions. I dbUbt 
.whether at all any:one particular regl01i-based corporatlo~ can be·forced 

to fnVI"'t its funds in areas outside its re~on. In any case, once it · is 

- 1mown that the Western Zonal corporation or the North Zonal corporation 
. - -



for-that matter, is contributing large amounts of the funds collected from 
tion, the national perspective will disappear. The regional cons1dera-. 
Governments and the regional bodies are bound to raise hue and cry over; 
it. . 

Witli the dissolution of the LIC 'of India, which is an all India iBstitu
tion, the national per.opect!ve will disappear. The regional C'Jnsidern
tlons will predominate. and ·even within . Zone, the investments cannot 
be expected to be made with due regard to the needs of the backward 
regions.. Unhealthy pressures from the -different Chief Ministers and 
regional as also business interests for more share in investment will g~:'ow 
leading to continuous-tensions and conflicts. In th!51 connection I may 
re:fter to the report of the Administrative Reforms Commission (October, 
1968) which llas warned "once the procesil of fragmentation starts, •there 
.may be no stopping it. It may eventually lead to each State having its 
·own corporation with all its entanglements. All the fissiparous .tendencies 
handicappinlf our national life would creep into various corporations. 
Tendencies towards/employment of only local staff and investments, 
irrespective of need and ~.rofttability will become dominating. The idea 

· of. regional <:>orporationg seems to us to run contrary to the efforts towards 
integration of Indla." It is queer indeed that with ·the loud concern· ex· 
pressed over. the threat to .national unity caused by regional parochialism 
and divisive· forces, tbe Government is taking a step to strengthen the 
very same dangerous forces. 

· If at all the real purpose of the Bill which has been brought :forward 
is to .ac:hieve. the .objectives spPci!ied therein, it is difficult to unders~nd 
as to why it seeks to completely destroy the employees' political, demo
cratic,and trade union rights. For this Bill, Government has taken.pain.~ · 
to incorporate several clauses to turn the employees into bonded labour. · 
Section 68 .of the Bill clarifies "a proVision of this act and rules made 
tnereunder shall have effect, notwithstanding anytiUnl! contained in the· 
[ndustrW Disputes A.ct, 1947 or anv other enactment (othP.r than this 
Act} !.Qr the .time being in force, or _any judgment, decrees or order of 
any court, .tribun81 or other .authority or any agreement. settlement, 
award or .other instruments. in lo.rce." · 

Tbe ser.viae ;matters b.:ibunal envis~ged in ·~e Bill ·cannot b~ called at 
all a~ machinery for the ·settlell'el_lt of industrial disputes. Se~tion 32 Of 
the ·Bill defines "Service lllRtter" as matt.Pr arisiJ;~g out of terms and con- · . . . ... . . ' 

ditions of service. and- "grievance w1th respect to semce . matter as 
grievance-of an employee-to the effect.that ~~has nQt been dealt witli in·, 
r~rd .to that service-mattl!r in conformity with the terms. and conditfohs 
of his.sewice.· Thus the score of service m'\ttt>TS tribunal is restricted to 
adjudication of disputes whether an employee is not dealt with _in _con• 
formity: with ,the• term!l apd conditions of service. It cannot .adJudicate -
on industrial' disputes arising out (if ·the employees' dem'lnds for chall,l(es 
in terms and conditions of service or .their dissatisfaction with the 
changes in their service conditions if any. l;!rought about by the corpora-

. ' . 
tion, -
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Section 64 completely negates the employees'· fundamental right ·to 
takepart in-any poEtical movement or activities. As if, as an act of· 
grace the employees' right to vote has not been taken aw~ but he has 

-been warned that he shall give no indication ot the manner in which he 
proposes to vote. or has voted. 

• , . . I 

Thus the Bill destroys the process of negoti,ations between the manage
ment of the institution and employees' unions in matters relating to the 
employees' service conditions ancl collective rights and benefits, denies 
to them machinery for the settlement ·of industrial disputes, ordinarily 
available to other public sector employees under the.1ndustrial Disputes 
Act and completely takes away ilieir fundamental political, .democratic 
and t~de union rights. This itself raises serious doubts about the inten_. 
tion of the Government behind bringing forward this Bill. · 

In the absence of machinery for nej!otiations and' settlements of in_.. 
.dustrial disputes, the only inevitable consequence will be continuoua, ac• · 
cetuating. tensions and serioUs conflicts in the most sensitive field of in
dustrial relations with all its adverse effect ·on the functioning of the 
Corporatiori. ' · · . · 

· In sum, no vailid reasons whatsoever have been advanced for taking 
.uch an extreme step of destabillsing-the biggest public ·Sector f!n8.ncia1 
Institution in our country, firmly settled on the path of continuous pro
gress. Not even an attempt has been made to show how administrative 
controls and legislative measilres for more decentralised set up with in~ 
itiatives at the local level will not be sufficient to achieve the objectives 
specified in the Bill. An honest desire for bringing about growth in rural· 
business cobined with lack of appreciation of the rea1 issues connected 
with the rural business, semifudal approach towards the question of'In
dustrial re-loans and -subjective ·prejudicles towards the i..IC employees 
are :~orne of the most over-riding factors that seem to li;lve influenced 
those who are piloting this Bill. But this is not all. I-muat add here. 
that that interested classes are together and separately exercis
ing continuous pressures on the state · agencies and public sector 
financial institutions to get for themselves more and 'more funds 
to additional channels instead of contributing. to capital forma
tion in any significant. manner. . It Is they who · .are .building up 
press\Jres for the establishment of five region-based independent ~om
pefulg corporations so that their powerful labbies whose sphere of in• ·• 
nuence is confined to States and regions "an develop closer contacts with 
the policy making bodies and the administrators of the regional corpora
tions. The big business also feels that the small region-based corporations. 
can be more susceptible to their pressures. It will be tragic indeed, if the 
Government succumbs to these unhealthy }:\l'essures remaining complet
ely oblivious to the disastrous efl'ects of such· a measure from the point 
of policy-holders' interests, the considerations of balanced economic de
velopment and the most cruciai question of building up Indi~~o as one 
~trongo nation d~feating all coriununal, divisive forces and regional · 
parochialism. · · · · 

I do not 'find it necessary to deal with various other clauses in the 
Bill since I am totally opposed tl) the idea of LIC's split up which ih my 
ftrm conviction, will be against our nationalinterests. I strongly plead 
that this Bill should be .scrapped altogqther anc( Instead, the power~ 
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ftated in the· Government under the. LIC Act as it stands today should 
be fully utilised with the positive initiatives and dynamism for achieving 
ihe objectives specified in. the Bill. 

NE\v DELHI; 

August 6, 1984 

·Sravana 15, 1906 (S) 

K. A. RAJAN 

II 

We are constramed to submit this Note of Dissent to the majorj.ty 
report of the Joint Commitlee of Parliament. to which the Life Insurance 
Corporations Bill, 1983 (No. 109 of 1983) was referred. We ~sagree.wi~h 
the mijority report. We must state that the majority report does not 
reflect the enormous burden of the overwhelming majority of the 732 
memoranda,..,listed by the Committee out of hundreds more received, and 
the oral evidence tendered on behalf of the interested organisations and 
indiyiduals. -

The- majority report in paras 19, 20 and 21 has derived satisfaction 
. from the fact that "the views expressed in the memoranda as well as the 
oral evidence tendered before it have unequivocally supported the objec- : 

• tives of the Bill as_ embodied in the Statement of Objects and Reasons." 
·It is so because the objectives are laudable and unexceptionable, But the 
scheme of the Bill with· dismemberment of the LIC and creation ot 5 cor
porations as its focal point carries no r_efiection whatsoever of intention . 
to carry out in practice any of the objectives; there is not a single pro
vision in the Bill that concerns itself with the attendant problema of 
spreading Life Ins)ll'ance to rural areas; there is no~ one clause that seeks 

. to relieve the LIC of the constraints as to expenses, that are bound to 
be heavier, in the promotion of business in the rur81 areas; not one pro- . 
vision is to be fQund as would generate any degree of dynamism and any 
one scanning the Bill can hardly come across a single clause that concerns 

. itself either with the "quality of service rendered" or "better operational 
efficiency." Instead, one stumbles over· a plethora of claus'es, buttressed 
by numerous sub-clauses, that run in the contrary direction. The Clauses 

·of the Bill are such as would further fortify bureaucratic stranglehold, 
add a fresh fillip to Governmental interference, push up expense!;, in
crease top heaviness, encourage unethical practices, forse attentiQn from 
rural areas to the over saturo.ted urban areas, denude the employees of 
whatever little rights are left still with them and stoke the fixe of reac
tionary regionalism. Little surprise thai though there is universal wel
come for the objectives, there is scorn and frown for the clauses. The 
two .simply do not agree. They are not complementary. If anything, 
these are utterly contradictory. It looks as though the laudable objec
tives , are a camouflage for retrograde ~lauses. Para 21 of the zpajority 
report states that the Bill seeks a reorganisation of the 'Life Insurance 
Industry" and commen!s that this has been "misconstrued as mere de-
centralisation of functions." · 

· In the n-umerous memoranda and in the oral evidence it has beqp re
peatedly and· very effectively argued that the objectives of the Bill can 
very well be realised within the frame work of the present LIC Act, 1956 
if properly planned and phased decentralisat!on of powers and functions 
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is carried out. No material evidence has been brought before the. CeJ!l
mittee that _can· even remotely· ·suggest that decentralisation would ·:not 
bri,ng about·the results sought to be achi~ved by the Bill. It has; rather, 
been ~ery correctly emphasised that what lie~ at the heart problem of 
further improving the operational efficiency and functional effectiveness 
-with regard to both development of business and b~tter servicing to 
policy-holders is in decentralisation. The majority report fails fo .take 
cognizance of the thrust of the submissions on decentralisation·which is 
that the objectives of the Bill can and should be realised by decentrama
tion. "The objective has to be to ensure servicing at' the policy-holders' 
doorstep-pe~sonalised servicing. : · . 

The expression 'work culture' in para 21 is misleading. Nowhere ~ 
the Bill this expression appears. What is sought to be done under the 
spacious expression "reorganisation" i$ to change· the entire scenario 'of 
nationalised Life Insurance from A t.o Z without leaving any contour 
untouched .. It goes far beyond any known definition of reorganisation. 

'I'he majority report in_ para 22 goes entirely against the massive heap 
- of facts:. On the question of servicing to policy-holders, it is ~ot true. to 

say that tbe "present Corporation has not been able to achieve this goal 
. and its actUal performance in this regard hu not' bean up- to• the expec,. 
- tation." On the contrary, the burden of evidence is that lthe LIC has 
achieved high levels of, performance in the sphere of servicing to policy
·holders. It has been brought on record that the claim. settlement · per-' 

- formance of LIC-a sure .guide in a Life Insurance organisation-is about 
·the best in the world. Shri M. M.· Ahuja, a very senior wholetime Agent 
: is Delhi, who has insured 4000' persons and whose .commission earning is 
· Rs. 1,80,000, haS;, in his evidence, acknowledged steady improvements· !D. 

servicing. .Prof. Ishwar Dayal, internationally known managemeat con
sultant and now working· as a cosultant to LIC has submitted in his evi-
dence that." ...... as it is, it functions effectively." Given the Ievei of 
·insurance-awareness literacy and various other ·social factors, >the level 
of servicing of LIC is one of the best amongst the public undertakings. 
The inference drawn by the majority that confidence of the community 
in the ability of LIC to render satisfactory servicing needs to be built up 
is not ·at all correct. The vast and steady improvements in servicing and 
the phenomenal growth in business are unmistakable testimorues to the 

. tremendous confidence '!hat the LIC has come to enjoy over the years. 
- H:>wever, as in any human organisation, scope· for improvements shall 
' always be there .. Greater excellence is always desirable. The reply to 
the problems of weaknesses, wher.ever these might exist, cannot be found 
by splitting the LIC. The majority has erred in that it has conceived 
Improvements in servicing to policy-holders as being dependent upon dis~· 
memberment of LIC. The remedy prescribed is m!Jre dreadful than the 
unidentified ailment. 

Para 23 seeks _to iuidersco~e the coordinating role of the proposed Life 
Insurance Board. The majority report has misread the true functions of 
the Board. The Board is envisag~d more as a research body than a body' 
with the legal authority to enforce its decision in the matter of coordi
nation. As it looks, any of the proposed five Corporations, .theoratically 
at least, would be free to i~ore the advice ~ndered by the Board. With
out the statutory power _to enforce its decision, the views of. the Board 

"would be of adyisory nature: The real reigns of power to make tbe five 



'' uv 

Corporations fall in line would remain with the Government. Such a 
Board can hardly be .expected to effect any substantive coordination fat 
less harmonizillg the operations of five Corporatioll5. ' 

The majority report has aiso erred in, conceiving the present LIC as 
unmanagabJe. The burden oi the memoranda and of 'the evidence of the 

. witnesses is totally against such a percep:ion. In a country, as vast as 
lndla.. any organisation operating on a national sale is bound to be large, 
LIC cannot be an exception. If the proposed five Corporations, at a later 
stage by virtue of cJ .. use 11 (2) of .he B•ll, are allowed to compete with 
each other and allowel to function throughout the country, the same 
"problem" of largeue,s- .uunanageability-would arise wi-th five-fold 
vengeance. The LIC ha; .wt become unmanageable. 

In the sa'me para, .he majori(y report has preferred to record facile 
comments. on ."spreading ti1e message of Insurance into the rural and 
backward areas and to less privileged settions of the community." This, 
in the context of the well-argued sub:nissions of the witnesses, particu
larly by the ActuarLl Society of India-the highest professional body of 
Actuaries and the All India Insurance Employees' Association, besides the 
cogently reasoned memoranda by various ·organisations, is too simplistic. 
The rural realities are far too grave to admit of such simplistic solutions. 

Even after 3S years of indepen::ience, a minimum of 50 per cent of the 
population live below the pqverty line.· There can be no qu~stion of mop
ping up their savings. Another 15 per cent is just marginally abov~ the 

. poverty line. They are concerned T!lO~t with procuring the bare necessi
ties of Life. In the remaining 30 o: 35 per cent, the LIC has made a signi
ficant dent irr that more than one third of its new business is from the 
rural areas .. The social realities in India just C<Ulnot be winked away. 
With half of the population without the guarantee of two morsels of food 
each day, the scope of rural 1;us·".e2s is limited indeed. The majority 
report is good enough as a proelar.1ation of pious intentwn without the 
least possibility of being realised. It must be understood that unless the 
rural economy is drastically restructurej and purchasing power created 
for the masses, such proclamations do not go .far beyond proclamations 
of pious intentions. 

Para 24 of the majority report is an example of drawing support from 
a S<WfCe material detaching it from the context and conveniently quot~ng 
some findings to the exclusion of the remaining from the same matenal. 
We fully disagree with findings and recommendations of the majority 
report. The majority report speaks in a vain as if the ~h~le ~roblem 
about rural business depends on launching a powerful publicity drive and 
the saving capacity of the populat:on is of a secondary conse~uence. The 
same report of the National Council of Appliej Economic Research 
(NCAER), New Delhi entitled "Attitudes Towards Life Insurance Cover". 

In page 9 says: 
''Over 75 per cent of the non-insured earners who were aware of. 

insurance did not opt for this form of investment as they could 
not afford to Pay premium. ·About 11 per cent preferred alter
nate forms of investment. Around 10 per cent did not get 
themselves insured as no insurance agent had approached 

them." 
The above. excerpt tells it~ own talc not only about rural Insurance, 

but also, In a way, about the rural" economy. The market survey and th• 
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strategy and all that the majority report so prescribes are not going to 
alter the grim realities. The majority report somewhat glibly speaks 

· about "the millions of small farmers. agricultural labour, artisans etc." 
These are the sections of our rural society which are being crushed by 
grinding poverty in the socio-economic set up built up in the country. 
The majority seems to have preferred to gloss over these inconvenient 
realities. ,. 

But are these sections really not being benefited by the fund of the 
LIC? They are. as on March 31, 1983, the total amount of socially pu~
posive investment of LIC amounted toRs. 4167 crores. These investments 
are in water supply, electricity, housing, social infrastructural improve
ments and the like. A large part of the benefit out of these investments 
are flowing to the poor sections of rural masses. 

Besides, the Bill stipulates in sub-clause (3) of clause 9 that the pro
posed corporations are to function as business organisatiqns and are to 
be run on commercial line. Unless the Government.,relieves the LIC of 
the constrains on expenses and also substantially subsidises the higher 
costs in rural busineS'S, the commercial and business viability of the cor
porations is bound to be affected. And towards this, there 1s no provision. 
Without any provision in the statute to enable the proposed corporations 
to discharge these responsibilities entailing much higher cost, mere 
declaration of objectives would not carry things any further. 

The majority report in Para 25 seeks to pJit its recommendations "in 
the light of the historical background" of the findings and conclusions of 
two Committees of Parliament and the Krishna Menon Committee of the 
Congress Party to the significant exclusion of several Committees appoint
ed either by the Parliament or the Government later. It needs to be put 
on record that the Government did not accept the recommendations of the 
Estimates Committee (Secona Lok Sabha, 1960-61) and of th!! Committee 
on Public Undertakings (Third Lok Sabha, 1965) and retained the mono
lithic character o~ LIC. The Government accepted the findings and 
recommendiations of Working Group on Life Insurance Administration of 
the Administrative Refroms Commission and later the Committe 'To 
enquirt into the Expenses of LIC (Morarke Committee) of 1969-both of 
which rejected the proposal of splitting and strongly recommended for 
retention of the· structure of the LIC as prescribed in the LIC Act 1956. . ' The "historical background" the majority report refers to is, at best, 
partial. The LIC has grown as one monolithic organisation with the same 
conditions of contract, same premia and bonus rates and with the same 
security of a public undertaking and the same Government guarantee 
as to safety of capital. • __ 

I ' 

The majol"ity report seeks to wash away some of the very real nro-
blcm~ that would confront the policyholders in the event of the present 
LIC being finally split into five Corporations. The policyholders pur
chased Life Insurance policies from the LIC, constituted, under the LIC 
Act 1956, with uniform premi'l. and bonus rates and with the liberty to 
get their policies serviced by ,.ply office in any part of India. The stipula
tion of the Bill about whic}' ~e majority report does make no motion 
that the policyholders would'~·t a one-time option to attach their policies 
so any '!if the proposed five corpo.:ations, put the· policyholders to great 
disadvantage including the chance of being treated ·differentially in 
future, makes at least two corporations immediately vulnerable, creates 



an unnecessary load ,of administrative work. Besides, the legalitv nf 
IIUCh a provision remains open to challenge at any time later. 

The majority report, very unfortunately, does not breathe a word 
about the provisions of the Bill directiy ·relating to the employees. It 
seems to approve by silence the withdrawal of the right to collective 
bargaining, pushing the employees out of the purview· of the labour 
welfare legislations including the Industrhl Disputes Act 1947 ana 
deployment of legislative measure to suppress a collective bargaining 
settlement method disapprove4 by the Jntern1tional Labour Organisa
tion (ILO) as brought out in the evidence and, on top of evllrything, 
unfettered powers o,f the Government to unilaterally decide the wages 
and service conditions of employees and also enforcing these througll 
ex.~cutive fiats. The majority report has not recommended against even 
the r.uppression of all political rights despite a judgement of the Sup
reme Court in the case of Sukhdeo Singh and others vs. the Union of 
Jncli::l (1975 ILJI: 399) as revealed in the evidence. There is no comment 
ev_n on the proposed Service Matters Tribunal-a pernicious concept .. 

The majority report in Para 12 states that the Joint Committee also 
recorded the evidence of representatives of the LIC. 

In reply to a question in Lok Sabha on July 30, 1982, the Government 
stated that the management of LIC was opposed to the proposal of 
splitting the LIC. The representatives who were examined being serv
ing executivies, are under severe constraints and can hardly be expected 
to voice opposition to a Bill introduced in the Parliament by the Govern
ment. 

The majority report has preferred to remain silent on the grave pro
blems of actual functioning and operation of the proposed five Corpora
tions in the context o.f their va:;tly different potential. With the passage 

:of time different rates of bonus to policyholders and premia are bound 
to arrive. This would elbow the Western, Eastern and Central Zonal 
Corporations out of competition and render them sick. The enormous 
problem of transition and transfer of policies are sufficient to put the 
functioning of the proposed corporations out of gear. 

At a time when fi~siparus tendencie~ are threatening the unity of the 
country, the propos~d splitting of LIC would be a great disservice and 
would be a boon to all seeking to destroy the integrity of India. 

For reasons of brevity, we do not go into several other points. It 
would be a sad day indeed if this national institu~on-the LIC-is 
fina!ly dismembered. We disagree with the majority report and still 
request for the abandonment of the Bill. 

NEW DELm; 

August 7, 1984 . 

Sravana 16, 1906 (S) 

m 
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SUNil, MAITRA 
SUKOMAL SEN 

I am constrained to submit this Note of Dissent to the majority report 
of the Joint Committee of Parliament to which the Life Insurance Cor
porations Bill, 1983 (No. 109 of 1983) was·referred. I disagre~ with the 
majority report. I must state that the majority rewrt does not reflect 
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the enonnous burden of the overwhelming majority of the 732 memo
randa, listed by the Committee out of hundreds more received, and the 
oral evidenc~ tendered on behalf of the interested organisations and in
dividuals. 

The majority report in paras 19 and 20 has 'derived satisfaction fi'om 
the fact thr.t "the views expressed in the memoranda as well as the. oral 
evidence tendered before it have unequivocally supported the objectives 
of the Bill as embodied in the statement of objects and reasons". It is so 
because the objectives are laudable and unexceptionable. But the scheme· 
of the Bill with dismemberment of the LlC a!ld creation of 5 cor-porations 
M its focal point carries no reflection whatsoever of intention· to carry 
out in practice any of the objecti!V'es; there is not a single provision in 
the Bill that concerns itself with the attendant problems of spreading 
Life Insurance to rural area; there is not one clause that se~ks to relieve 
the LIC of the constraints as to expenses, that are l)ound to be heavier, 
in the promotion of business 'n t~e rural areas; not one provision is to 
be found as would generate 'any degree of dynamism and any one scan
ning the. Bill can hardly come acrq_ss a single clause that concern~ itsel~ 
either with the ''quality of service rendered" or "better opera
tional efficiency". Instead, .one stumbles over a' plethora of clauses, but
tressed by numerou& sub-clauses, that run in the contrary direction. The 
clauses are such as would further fortify bureaucrat~c stranglehold, add 
a fresh fillip to Governmental interference, push up expenses, incre~se 
top heaviness, encourage unethjcal practices, force attention from rural 

· areas to the over saturate:! urban areas, deprive the employees of trade 
union rights and truncate political rights. Little surprise -that though 
there is universal wekome for the objectives, there is scorn and frown 
fo~ the clauses. The two simply do not agree. They are not complemf'n
tary. If anything, these are utterly contradictorv. It looks as thoul{h 
the laudable objectives are a camouflage for retrbgrade clauses. 

Para 21 of the· majority report states that the Bill seeks a reorganisa
tion of the ·"Life Insurance Industry"-and comments that this has been 
"misconstrued as mere decentralisation of functions." 

In the .numerous memoranda.and in the oral ev'i.dence it has been re
peatedly and very effectively argued that the objectives of the Bill ran 
very well be realised within the frame ,,,ork of the presnt LIC Act, 1956 
if properly planned and pha~ed decentrali~ation i~ carried out. No mate
rial .evidence has been brought before the Committee that can ev'!n 
remotely suggest that dec~ntralisation would not bring about the results 
sought to be ach'eved by thP. Bill. It has, rathPr, been very corr~tly 
emphasised that at the hea,rt problem of improving the operational effi- , 
cincy and functional effectiven~s~ with regard to. both development of 
business and better servic'ng to policy':olders lies in decentralisation. 
The majority report fails to take cogniz"nce of the thrust of the submis
sions on decentralisation which i~ that the obiectives of the Bill can and 
should be realised by decentralisation The obje~tive is to ensure servic
ing at the polieyholders doorstep personalised ~Prvicing. 

The expression 'work culture' is mi•leadinl!. Nowhere in the Bill this 
expression appears. What is sought to be don.,. under the spacious ex
pressi..,n "reorganisation" is to change the entire scenario of nationalised 
Lifle :rnsurance from A to Z w:thout leaving anv cqntour untouched. It 
goeP · 1.r beyond any known definition of reorganisation. 
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: The majority report in Para 22 go~ enti'rely against the massive heap 
of facts. On the -question of serVicing to policyholders it Is not true to 
say that the "present cprporation has not been able to' achieve this goal 
an~ ~~.actual performance in this regard has not been up to the·expec
tabon. Oa the contrary, the burden of evidence is that the. LIC h~s 
achieved high levels of ·p,erformance in the sphere of servicing to policy
holders. ,It has been brought on record that the claim settlement per
formance of LIC-a sure guide in a Ufe Insuran·e Organisation is about 
the best in the ~rld: Shri ~.1. M. Ahuja, a very sen'or wholetime agent 
in Del11i. who has insured 4000 persons and . whose commission earning 
is Ro;. 1,80,000 has in his evidence aclmowledge steady improvements in , 
servicing. Prof. Tshwar Dayal, int'!rn:ttionally known management con
sultant and now working as a consultant to LIC has submitted, in his evi
dence, that " ... as it is it functions effectively." Given the level of insu
rance-awareness, literacy and various other social factors, the level of 
servicing of LIC is one of the best amongst the public undertakings.' 
The inference drawn by the maioritv that confiden·e of the community 
!n the ability of LIC to render satisfactory servicin.r, needs to be built 11!) 

is not at all correct. The vast and steady imprnvemcnts in servicinf! 
and the p}lenomenal growth in business are unmistakable testimonies to 
the t~emend0us confidence that the LIC has come to enjoy over the years. 
How:ever, as in any human. organisation. socope fnr immovcments shall 
always be there. Greater excellence is always desirable. The reply to 
the problems of weaknesses, wherever these m!ght exist. cannot be found 
by splitt'ng the LIC. The majority has erred in that it has conceived 
improvements in servicing to policyholders as being dependent upon · 
dismemberment of LIC. The remedy pr~scribed is more d~eadful than 
the un!dentified ailment. · ' · 

Para 23 seAks to unders~ore the conrdinatinp: rnle of the- proposed 
Life Insurance Board. The majority report has misread the tnte func
tinns of the Board. The Board is envisaged more as a research body 
th>n a body v•ith the legal authority to enforce its decision in the matter , 
of coordination. As it looks, any of the proposed five corporations, 
theoretically atleast. would he free to ignore the advice tendered by the 
Board. Without the statutory power to enforce its decisions. the. views 
of the Board woul.d be of ajvisory nature. The ·real reins of power to 
make the five cnrporations fall in line would remain with the Govern
~ent. Such a Board can hardly 'be ~xpected to effect any substantive 
coordination far less harmonising the operations of five corporatJons. 

The majo'rity report has also erred in conceiving the pesent LTC as 
unmanag .. ah!e. The burden· of the mernor~mda and of the evidence of 
the v.r!tne~<es is totallv ap:dnst such a perception. In a country as vast 
as In1ia. any organis~tin~ operatin!1 on a national scale is bound to be 
J;tr~e. LIC cann:>t he an exceptio'1. L~.r!1eness by itself is not unrlesir
ahle If properly put to use, it is J..E>lo'ul. what is required is decentra-

·l;~ation of powers, decision making and functioning. 

In the same para. the majority report has preferred to record facile 
comments on "sprearlini( the messaee of insurance intn the rural and 
back•-¥ard areas and to l~s privileged sec_tions of the community." This. 
in the context of the well-argued submissions of the witne~ses. parti
cularly by the Actuarial Society of India-the highest professional body 
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of Actuaries, besides the cogently reasoned memoranda by various orga- . 
nisations, is too simplistic. The rural realities are far too grave to admit 
of such simplistic solutions. 

Even after 38 years of independence, a minimum of 50 per c~nt· of 
the population live below the poverty line. There can be flo question 
of mopping up their savings. Another 15 per cent is just marginally 
above the poverty line. They are concerned most with procuring the 
bare necessities of life. In the remaining, 30 to 35 per cent, the LIC has 
made a s'gnificant dent in that more than one third of its new business 
is from fhe rural areas. The social realities in India just cannot be 
winked away. With half of t)le population without the guarantee of 
two moresels of food each day, the -scope of rural business· is limited 
indee¢. The majority report is good enough as proclamation of pious 
intention withqut the least possibility cf being realised .. It must be 
t•nderstood tl'>at unless the rural economy is drastically restructured · 
and purchasing power created for the masse§, it does not go far beyond 
gimmicks. . . 

Para 24 is an example of drawing support from a source material 
detaching it from the context and conveniently quoting some findings 

· to the exclusion of the remaining .. from the same material. I fully dis
agre~ with the findings and recommendations of the majority repm·t. 

· The majority report speaks in a vain as if the whole problem about rural 
business is launching powerful publicity drive and the saving capacity 
of the population is of a secondary consequence. The same report of 
the National Council of Applied Economic Research (NCAER), New 
Delhi /entitled "Attitudes Towards Life Insurance Cover" in page 9 says: 

"Over 75 per cent of the non-insured earners who were aware of, 
insurance. did not opt for this form of investment as they could 
not affora to pay· the premium. About 11 per cent preferred 
alternate forms of investment. Around 10 per cent did not 
get' themselves insured as no insurance agent had approached 
thein." 

The above excerpt tells its own tale not only about rural insurance, 
but also, in a way, about the rural economy. The market survey and 
the strategy and all that the majority report so pompously prescribes 
are not going to alter the grim realities and the ~!fimacing options. The 
m<~jority report somewhat glibly speaks about "the millions of sma11 
farmers, agricultural labour, artisans e~.·· These are the sections of our 
rural society which are being crushed ty grinding poverty in the socio
econorqic set up built up in the country. The majority seems to have 
preferred t<> gloss over these inconvirtient realities. • 

But are these sections really not. heing benefited by the funds of the 
LIC? They are. They derive benefit through socially purposive invest
ment• in water-supply, electrici~, social infrastruetural improvements 
asd the like. A large part of the benefit out of these investments are 
flowing to the poor sections of rural masses. 

Besides, the Bill stipulates th,at the. proposed corporations are to 
function as business organisations and are to be run on· commercial line. 
Unless the Government permit§~. p!'oper returns on investments, relieves 
the LIC of the con~traints on expenses and also substantlallv sub•;~;""" 
the higher cgsts in l"IU'al business, th\1 ~!!'.;nerei!ll 'lnd business vial:J:llty 
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. of the corporations is bound to be affected. And towards this there iS 

no provision. Without any provision in the statute to enable' the pro
posed corporations to discharge these responsibilities entailing much 
higher cost, mere c!eclaration of obJectives would not carry things any 
further. 

. The mo~joriiy report in Para 25 seeks to put its recommendations "in 
the light of the historical background" of the findings and conclusions 
of two Committees of Parl1ament and the Krishna Menon Committee 
of the Congress Party to the significant exclusion of several Committees 
appointed either by the Parliament or the Government later It needs 
to be put on record that the Government did riot accept the ~ecommen
dations of the Estimates Committee (Second Lok Sabha, 1960-61) and 
of the Committee on Public Undertakings (Third Lok Sabha, 1965) and 
retained the present character of LIC. The Government accepted the 
findings and recommendations of Working Group on Life Insurance 
Adrninistratioh of the Administratative Reforms Commission and later 
the CommiLtee to enquire into the expenses of LIC (Morarka Com
mittee) on 1969-both of which rejected the proposal of splitting and 
strongly recommended for re' ention of the structure of the LIC as 
prescribed in the LIC Act, 1956. The "historical background" the majority 
report refers to is at best, partial. The LIC has grown as one organisa
tion with the same conditions of contract, same premia and bonus ,ates 
and with the same security of a public undertaking and the same Gov
ernment guarantee as to safety of capital. 

The majority report seeks to wash away some of the very real prob
lems that would confront the policyholders in the event of the present 
LlC being finally split into five corporations. The policyholders pur
chased Life Insurance policies from the UC, constituted under the LIC 
Act, 1956 with uniform premia and bonus rates and with the liberty to 
get their policies sere ~ed by any office in any part of India. The stipu
lation of- Bill about which the majority report does make no mention 
that the policyholders would get a one-time option to attach their 
policies to any of the five corporations, put the policyholders to great 
disadvantage including the chance of be'ng treated differentially in future, 
and creates an unnecessary load of administrative work. Besides, the 
legality of such ·a provision remains open to challenge at any time later. 

The majority report, unfortunately, does not breathe a word about 
the provisions of the Bill directly. -relating to the employees. It seems 
to approve· by silence the withdrawal of the right to collective ?arg_ain
ing, pushing the emr.loyees out of the purview of the l~bour le~slat10ns 
Including the Industrial Disputes Act, 1947, an industnal . relatlons. ~~w 
and deployment of. legislative measure to suppress a collectlve bargammg 
settlement· and on top oJ everything, unfettered powers of the, Govern
ment to ~ilaterally decide the wages and service conditions of ?mployces 
and also enforcing these through excutive flats, and ~at too With retros
pective effect,.a method disapproved by the Internatlonal Labour Orga• 
nisation (ILO) a tripartite body of, the Gov~rntn~nt, the employers an~ 
the employees. The· deprivation of trade umon ~ghts. of collectiv~ bar 
gaining as well as political· rights of employees lS unlike ~he conditions 
existing for similal' public or private service employees m democratic 
countries. There is no comment even on the proppsed Service Mattera 
Tribunal-a pernicious concept. · 
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The majority report has not recommended even removal of the s~ 
pression ·of poli,tic'"al rights despite a judgement of t~e .Supreme Court 
in .the case of Sukhde'o Singh and others Vs. the Union of India (197/) ' 
ILJI, p. 399). '· 

The majority report in para 12 states that the' Joint Committee also 
recorded the evidence of representatives of the LIC. In reply to a ques
tion !n Lok Sabha on July 30, 1982 the Goveriunent stated that the' 
h1anagement 'of LIC was opposed to the proposal of slitting -the LIC. The 
rep-resentatives,• being serving executives, are under severe constraints 
and can hardly be expected to voice opposition to a Bill introduced in 

· the Parliament by the Govl!rnment, partkWarly when their services are 
dependent on the pleasure of the Government. ' 

With a view to have more business in rural areas and weaker sections, 
'atleast for those individuals who can afford amongst them, the Life Izr 
surance has to be made attractive and, though of peculiar ;nature, com
petitive with other savings media. Therefore, the rep!)rt should have 
made recommendations for decentraiisation of powers, better returns, 
improved investment and valuation policies, reduction in government 
share on return· on c::pital, exemp•ion of LIC surplus from income tax 
payment 'and other appropriate measures: . 

For reasons of brevity, I do not go j,nto several other points. It would 
be a sad day indeed, if tl:.is national institution-tile· LIC-is ~ally dis
membered. 

• I disagree with the majority report and still request for the abandon-
ment of the Bill. · 

NEW DELHI; 

Augu.st 8, 198:4 

Sravana 17, 1906 (S) 

DR. S~NTI G. PATEL 

IV 
I . 

This· committee was set up to elicit public opinion on the L.I.C. Bill 
introduced in 19'83, proposing to split the present Life Insurance Cor
poration into five Corporations purportedly on the recommendations, of 
the Era Sezhiyan Committee. The Committee held sittings at Delhi, 
Ahmedabad, Trivandrum, MadraS, Hyderabad and Calcutta. It received 
memoranda from la,rge number of individuals and organisations and gave 
personal hearing to over 50 Organisations and Individuals whose poinion 
could be considered pertinent and vital in the ~:ontext of the proposed 
legislation. . , · . ' ., ,, : . ; ~ ~ 

Amongst those who filrnished evidence were, (1) Workers' Organls~
tions, (2) Some State Government Representatives, (3) Management Ex
perts, (4) Consumers Organisations,, (5) Technical and Acturial Expert!~, 
!6) Ex·Chairman of the L.I.C. (7)· Bank Officials, (8) SC/ST Represen
tatives, (9) Insurance Institutes, (10) Chambers of Commerce and (11) 
some leading Citizens, . 

Support to Bill 

There was opinion both in favour and against the proposition. of split. 
t!ng the L.I.C.-The following Organisations supported the Bill:- · 

(l) L.l.C. Employ;es Union (I.N.r.u.C.) 

(2) Representatives of the Gujarat Government. 
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(3) :kepresentative of Confederation of Bank Officers Organisation, . 
Bombay, 

(4) Life Insurance Employees Congress, Rajkot (I.N.T.U.C.) 
(5) Bombay Chamber of Commerce and Industry, 

(6) All India SC/ST and Neo Budhist L.I.C. Welfare Employees 
Association. 

(7) Government of Kerala, Trivandrum. 

(8) National Life Insurance Employees Association, Trivandrum 
(I.N.T.U.C.). . 

(9) Consultative Committee of City Chambers of Commerce, Madras. 

(10) South Zone Life Insurance Employees Association, Madras 
(I.N.T.U.C.). 

(11) Insurance Corporation Employees Congress and In<lian Na
tional Insurance . Employees Congress, Madras (I.N.T.U.C.). 

(12) Jatiya Jeevan Bima Karamchari Samiti. Calcutta. 

Conditional Support 

There were some witnesses who provided conditional support to the 
proposition of splitting the !<.I.C. They supported the basic objectives 
of the Bill provided that the new Corporations were given freedom to 
compete with each other in the whole of the country. They were:-

(1) Voluntary Organisation in interest of Consumer Educatien 
(VOICE), New Delhi. 

(2) Consumer Education and Research Centre, Ahmedabad. 

(3) Consumer Protection Centre, Ahmedabad. 

Opposition to Bill 

The Organisations and Individuals opposing the split were:-: 

.. (1) .Janvadi Mahila Samiti. 
(2) National Federation of Indian Women. 

· (3) Shri Ishwar Dayal (Management Consultant): . 

(4) Shri M. M. Ahuja (Direct Agent for- 43 years).· 

(5) Reserve Bank Employees. Union .. 
· · · (6) ·Employees State Insuran!!e _Employees Corporation Employee.. 

Uhion, Ahmedabad. · · 

(7) Shri Mohan Dharia. 
.. (8) Acturial Society of India, Bombay. 
· · (~) Retired Insurance Officers Association. . 

_ (10) All India Life Insurance Employees AssoCiation, Bombay. 
(ll) All Indian Life Insurance Employees Federation, Bomba,-. 

(12) Shri J. R. Joshi, Ex-Chairman, L.I.C. 
(13) General Insurance Employees of India, Bombay. 

(14) National Organisation of Insurance Workers. . . 
(15) Federation of L.I.C. of India Class I Officers Association, Call

cut. 
(16) Madras Institute of Development Studies. . 
(l7) M. Abubaker-Mayor of the Corporation of Tnvandrum. 

1H5 L'S-.5. 



(18) .All India Trade Union c;:ongress. 
(19) J. Mathan Ex-Chairman L.I.C, of India, 

(20) South Zone Insurance Employees Federation. 

(21) Shri A. Ramachandran (Barrister-at-law) Madras. 

(22) Centre of Indian Trade Unions, Tamil Nadu. 

(23) Shri N. Ram Associate Editor "Hindu", 

(24) Insurance Corroration Employees Union and Representatives 
of 26 Unions, Associations., Madras. 

(2~) Vishakhapatnam Insurance Institute. 

(26) Eastern Zone Insurance Employees Association,. Calcutta. 
· (27) Life Insurance Agents Federation of India, Calcutta. 

(28) All India Insurance Employees Association. 

(29) United Movement of Workers, Employees and Teachers. 
(30) Shri Kalyan Dutt, Professor of Economics, Jabalpur University. 
(31) National Federation of Insurance Field Workers of India. 

It appears that the majority recomm6(ldation of this Committe!! have 
chosen to ignore a number of factors that were placed as evidence before 
us. . T-he valuable suggestions and deposition made by several learned 
witnesses before us exposed the i~erent contradictions in the structure 
of bill which the honourable members constituting the majority of this 
committee have sought to ignore. 

Therefore, before analysing the evidence gathered during our sittings 
we shali endeavour· to record briefly· the point of view of the various 
organisations. ·•·: "W~! 

< • 

Workers Organisations 

Employees of the LI.C. were ge~erally opposed to the Bill. But wor
kers Organisations affiliated to the I.N.T.U.C, supported the Bill. They 
felt that the spread of Insurance in the rural areas luis been limited 
because of a monqli~hic set-up, and crt;!ation of. five Corporations will 
improve matters. Operational efficiency will also go up comparatively, 
as lines of communications will be shortened. 

CONSUMERS ORGANISATIONS . . . •.. . . . 
The Consumer Organisation that appeared before us gave conditional 

support to the bill and advocated splitting of the L.I.C. only if the new 
Corporations were to be competing units instead of non-competing units 
as proposed in the bill. 

Iir. Sriram Khanna a Lecturer at the Delhi School of Economics 
representing a consumers' Organisation named VOICE (Voluntary Orga
nisation 'in Interest of Consumers Education) in his evidence before us 
brought out the fact that requirement of Government permission by a 
new Corporation to do business in another region gave a non-competing 
character to the new Corporation. Cross-examined on this point before 
the Committee, Dr. Khanna stated that competition could be achieved 
even if the·' premia rates of all the Corporations were -centrally deter
mined as in the case of rates of interest determined by the Reserve Bank 

· of India in respect of the banking sector. He said in such a case non
!lrict;! competition would result in better service to the present and future 
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poli~y holders of the L.I.C. He held that the policy holders would have .. 
been much better .off even under the pre-nationalisation privately ownecf 
Ins~ance com_pan1es, as some of these companies currently ope1·ating in · 
forei~ co~tn~s were ·able to provide much better rates of premia. and 
even inflation-linked policies in developing as well as developed countries. · 

The Consumers Organisations of Ahmedabad led by Shri Manubhai 
Shah while supporting the Bill wanted radical changes to be incor
ported. According to this Organisation, the five Corporations e~rging : 
out of a split should not have a regional character, but an All India 
Character. They should compete with each other throughout the coun~: 
try. The four G.I.C. Corporations and their subsidiaries also should be 
allowed to transact Life Insurance Business, and the Life Insurance 
Corporations should be allowed to do General Insurance business ,also 
. ' It was contended. · According to Shri Shah, the Corporations should be 
made absolutely independent as in U.K. and should not be pestered with . 
Government interference. Again Mr. Shah wanted consumer involve
ment in the Board of Director (which should be a policy making body 
and not of advisory character) and on all other committees. Nomina
tions on the Board and the Committees according'to him should not be 
made by Government but by reputed agencies like National Council of 
Applied Economics Research, Indian Institute of Management, Institute 
of Chartered Accountants, Institute of Actuaries etc. etc . 

. In the matter of investment Shri Shah said that under approved 
guidelines, provident fund, Superannuation Fund and even trust money 
belonging to the people are allowed to be invested in annuities which · 
provide 11 per cent interest. L,I.C. is getting only 8 per cent interest. 
The whole investment policy must be re-examined. 

Bank Officers Or11:anisation 

In their eviden.e, the Bank Officers Organisation made some signi: 
ficant points. According to them the office of the Controller of Insur
ance should not be subordinate to the Finance Ministry ·but should be 
answerable to Parliament They suggested that the Claims Tribunals 
should be under the jurisdictions of the State High Courts. They a~o 
wanted an amendment in the Bill allowing Banks to transact Insu~ance. · 
business as is being done by some banks in the U.S.A. It was their 
contention that with· their existing set-up they could take-up insurance 
upto a certain limit without incurring much expenditure. 

SC/ST Organisations. 

'.t'he Scheduled Caste and Scheduled Tribes Associations supported 
the Bill but ~ainly on the ground that in the present Corpor<~tion they 
have not bee!) given fair representation. This aspect of the problem 
has got to be examined. 

J. 1\lathan-Ex-Chairman LIC 

Uhri J. Mathan, an ex-Chairman of the L.I.C. .and an Insurance 
expert stated that by splitting there will be a marginal advantage as 
decisions will be taken at the Zonal levels instead of the Central level.· 
He, however, felt that if the five Corporations work with the same 
prernium ratj!s and give the same bonus, the· expenses will increase. 
Wo1 king with different rates and giving different profits, accordinf to 
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him was not practicable. Splitting would not improve business procure
ment iD rural areas as creation o[ stable· rural agency force was a very 
diflicult job. According to him, more incentives woul~ ~ave to be 
provided to the rural agents and then too, the scope was hm1ted. because 
50 per cent cf the people in rural areas are below the poverty Jme. 

Office Employees Associations 

Apart from the INTUC Unions, there are four All India Oftic!e 
Employees Unions in the L.I.C. All these Organisations opppsed the 
splitting of the L .I. C. Most of them felt that the Bill was aime~ at 
subverting their right of collective bargaining. There is in the B11l a 
provision imposing an embargo on L.I.C. employees having any asso
ciation with political parties No such provision obtains in the matter · 
sf any other private sector organisation. Introduction of this particular 
amendment therefore has only confirmed the apprehensions and mis
fivings of the employees. · · 

According to Shri P. P. Patil, spokesman of the All India· Insurance 
Employees Federation, dividing the L.I.C. into five Corporations 
W'Ould lead to different bonus being paid by different Corporations. This 
would result in a scramble by policy-holders to transfer their existing 
insurance or take in~urance with the most prosperous Corporation. 
This iniquity would arise not out of operational efficiency but because 
of the uneven economic growth in the country. Today, policy-holder in 
Bombay and North Bihar get the same bonus. But after the split, the 
banu.~ of a Nortr. Bihar Policy holder might become less than half that 
paid by the Bombay-based Corporation. According to him, more of de
centrali&ation, and not a split, was required, 

Shri Saroj Choudhary, the spokesman of the All India Insurance· 
Employees Assodation, also argued on the. same lines. ·He further 
criticized the Bill for denying the right of collective bargaining to the 
worker~. 

Prof. Ishwa.; Dayal (Manaeement Consultant) 

According to Prof. Ishwar Dayal, a Management Consultant, there 
should be more decentralisation, and not splitting up of the L.I.C. He 
felt that the Zonal Offices should be made autonomous. The responsi" 
bility oi intensified development must rest with the Branch and its 
net-work should be expanded so that it is easily accessibl~ to the 
policy-hllder for total service. His contention was that if Regional 
Corporations opl!ned any Branches in other areas, they would have to 
open Divisional Offices to supervise them. This will increase cost ratio 
of each Corporation. In reply to a question that L.I.C. Branches had 
not gone to 43 Districts, while Banks were opening Branches Prof.· 
Ishwar Dayal said "Banks and Insurance are not comparable. I;1 the' · 
Banking Organisation the Branch is a Unit of Production. If there is 
no Branch there is no business. In insurance the Development Officer 
and Agent is the unit of production. If there is no Development Officer 
no Agent. ther~; is no business. A Development Officer need not b~ 
posted. at a ?~anch headquarter." Explaining the' bottlenecks in policy
holders sPrv1cmg Prof. Ishwar Dayal said, "There was a centralized 
syste~ ~f record-keeping bY. unit record machines. The number of' 
pehc!es mcreased and the machines were not able to cope with the 
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additional load. Faster information is neessary about lapsation and 
various other aspects of working. New smaller machines have been 
installed at Branch level which will throw up information and result in 
corrective action much faster.'' 

M. M. Ahuja, Insurance Agent ior 43 years 

Shri M. M. Ahuja said that smaller units can go on becoming more 
and more expensive. He said t:1at this was obvious from the working 
of the General Insurance Corporation. The third party insurance rate 
eight years back was Rs. 17; now it has gone up to Rs. 48. 

. L.I.C. as one unit is perhaps the only public sector unit which has 
not increased premium rates since nationalisation, while profits have 
increased per thousand insurance of whole life and endowment policies 
from Rs. 12 and Rs. 15 to Rs. 34 and Rs. 42.50. This is the position 
when 80 per cent of L.I.C. funds fetch and interest rate of~ per cent. 
If interest rate is increased by 1 per cent, bonus to policy holders can go 
up by another 40 per cent. 

Sllri Mohan Dharia 

Shri Mohan Dharia, while opposing the Bill, said that the fault with 
the existing setup of the L.I.C. is that it came from the Capitalistic 
Sector to the bureaucratic sector. Public sector should be one 
which serves the need,; of society and should help social transforma
tion of the country. If the Corporation is split, the Southern and the 
Western Corporations will be having much more business than the 
other Corporations. Money collected in these zones will be required to 
be spent in these areas. This may not be correct. We see fissiparous ten
dencies that are developing in the country. The public sector undertak
in~r.J should cater more for the weaker se~tions of the country than for 
the develoJ:\Illent ·of the urban regions of the country. It is not the Cor
poration but the Government which has gone wrong. What is required 
is taking the employees into confidence and involvement of the people. 
The Corporation should be autonomous and the Zonal Offices should be 
!liven more powers. 

Acturial Society of India, Bombay 

The representatives of the Acturial Society of India, an expert body 
which appeared before our Joint Conunittee, were senior officers who 
had retired as Managing Directors or Executive Directors of the L.I.C. 
According to them, the obje~tives of nationalising life insurance could 
be better achieved by providing real autonomy to, and decentralisation 
of functions of, the Zonal, Divisional and Branch Offices. This could be 
brought about by suitable amendment of tre L.I.C. Act. 

1t was their contention that if at all the split has to take place, the 
L.I:C. Board should be constituted into a sixth Corporation to determine 
bonus rates and premium rates. They felt that if this was not done there 
would be tremendous pressure on regional corporations for investment 
of ~'unds in their own regions by the State Governments. Another factor 
wa& that unequal economic development of •various regions would force 
the Corporations to have unequal rates of Bonus, irrespective of opera
tional efficiency or inefficiency-Central finances would ensure a common 
rate. of bonus and equitable investmei)t. 
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They were against the idea of a split but if other Corporatio~ had td 
be empowered to function in the field of Life Insurance, they preferred· 
the G.I.C. subsidiaries, as they had an all India character and necessary 
infra-structure to do the job. What they recommended was effective de
centralisation. 

J. R. Joshi, Ex-Chairman, L.I.C. 

Shri J. R. Joshi was the previous Chairman of the L.I.C. The present 
incumbent is the current-in-charge and not designated as a Chairman. 
According to Shri Joshi, "If you want competition you do not have to 
divide the L.I.C. You can have it in a different way. The State Bank of 
India has 6UOO Branches. It has 2000 to 3000 Branches in the i·ural areas. 
The Branches of the State Bank can do the work and become competitors 
with the L.I.C.'' 

Shri Joshi also pointed out that it would be hard on officers who were 
upto now trans..erable throughout the country to get stuck up. in a re
gional Corporation away from their own region or go out of job. He also 
questioned the right of a third party like tne Service Matters Tribunal 
to decide issues arising out of differences arising between the employees 
and the Management. 

Federation of Life Insurance Corporation 
_4)f India, Class I Officers Association 

The working of the L.I.C. was examined by various Committees 
starting with the Estimates Committee 1964-65, and followed by the Ad
ministrative Reforms Committee, the Morarka Committee etc., etc. Both 
Morarka Committee and the A.R.C. strongly opposed the idea. of a split 
in the Corporation. 

The Era Sezhiyan Committee's conclusions are not logicaL Rural busi~ 
ness is dependent on verious factors in :luding the purchasing capacity of 
the rural masses. Even in the banking sector which has 43,000 Branches in 
the country, rural business deposit-wis~ and account-wise is 11 per cent 
to 13 per cent. 

According to them, L.I.C. was hardly a monolithic C~rporation. It had ·· 
less than 1000 Branches. The smallest Bank in the public sector has 1200 
Branches while the biggest Bank, the State Bank of India has 6,000 
Branches. · · 

(nstitute of Development Studies, Madras 

SW-i.tting the L.I.C. will mean higher cost in terms of administrative 
expenses. Certain jobs will have to be duplicated. There has been a study 
of costs and scale of operations. As the scale of operation increase the 
costs come down upto a certain stage. Objectives of the Era Sezbiyan 
Committee can be fulfilled by granting more autonomy to the Zones 
and not by splitting the Corporation. 

Shri N. Ram, Associate Editor-Hindu (Madras) 

,According to Shi N. Ram, the L.I.C. as a unitary organisation has 
been functioning very well. Shri N. Ram further said that a few years 
ago there was an unfortunate move t? split C.S.I.R. (Central Scientific 
Institute of Research)and attach laborator:es to user min'stries. There 
was a national outcry against this move. In the proposed split of the L.I.C. 
we find a parallel 
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Kational Federation of In~urance ~·ield Workers of India 

The &pokesman of the National Federation of Insurance Field Wor
kers of India stated that it is wrong to say that the L.I.C. has failed in 
its working. According to them wrong policy decisions taken by the· 
Government had stifled the growth of the L.I.C. Shri M. M. Sadanah 
pointed out that at a certain stage the government decided that the 
institution of Development Officers was superfluous and should be elimi
nated. Recruitment of Development Officers was stopped and their 
strength came down from 8200 to 6300. Because recruiting, training, 
supervising and motivation of Agents is the job of the Development 
Officers. the decline in their numbers resulted in decline in the strength 
of the Agents whose number came down from over 1,50,000 to 1,10.000. 
According to Mr. Sadanah an even m~re alarmin3 factor was that all the 
existing Development Officers were in the Age Group of 4:>--55 years 
and had a short span of service. The L.I.C. had recruited about 800 new 
Development Officers from 1980 to 1983 but they were from the sam~ 
age group as they were mostly promoted from existing members of the 
office staff. According to him, youngsters in tl~eir twenties were required 
to be recruited by the L.l.C. to ensure a stable and progressive growth of 
the institution, but this could not be done under the New Service Condi
tions of the Development Officers as they were not allowed adequate 
time of seven to eight years to mature as sales organizers in one of the 
most difficult job, that of Insurance selling. · 

Autonomy to the Corporation 

One common element in the statements of all who appeared before 
the Committee either to support or oppose the Bill was that the Life 
Insurance Corporation had no autonomy in the matter of day to day 
functioning. Government's contention is that it takes only general policy 
decisions, and that in its functioning t"_e LTC Board is fullly autonomot1s. 
This is however not borne out by the facts pla~ed before us. It . was 
pointed out by the deposing members that even the issue of sanctioning 
terrycot uniforms to the staff in place of cotton uniforms had to be 
referred to government for sanction. Again, the matter of paying a 
special monthly allowance to the recently trained cadre of employees 
to handle sophisticated machines installed in the Branches was referred 
to the government. Sanction came only after two years. These are 
illustrations which show how bureaucratization has been strangling the 
L.I.C. in its growth and development. 

' 
Monolith'c Structure 

The L.I.C. with 980 Branches and about 60.000 employees can hardly 
be termed as unmanageable, or having monolithic structure. The State 
Bank of India had 6.000 Branches with lakhs of employees. The smallest 
nationalized bank has 1200 Branches. The problem befQre us is not the 
size of the institution, but to find ways and means to improve its opera
tional efficiency, to ensure the effective spread of insurance in the rural 
areas, and improvement in the quality of service renderell. to the policy 
holders. This purpose can be achievei by givin-. more autonomy to the 
five zones and allowing the Life Insurance Corporation to carry on its 
present programme of making the Branches full fled~ted "sales and ser
vice units", catering to all the needs of the Insuring public. This process 
of decentralization from the Division to the Branches was started recent
lv. In 1981-82 only one Division embarked on this. In 1982-83, 20 
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Divisions were doing it. In 1983-84 all divisions except two have started 
this job. If L.I.C. Branches in the country are converted into full fledged 
sales and service units, the policy holder will not have to go from office 
to office, but to his own Branch Office for all his requirements. Let the 
L.I.C. be helped in this process of decentralization. 

Spread of Brandies and rural business 

One argument given is that the L.I.C. has been slow in the spread 
of its network of Branches. Comparison is made with the Banks. The 
Banks had in 1969 at the time of Nationalization of 1832 Branches; in 1982 
they had 20,394 Branches. It is asked why the L.I.C. has only 980 
Branches. The L.I.C. under the Act has been required to funct~on on com
mercial basis. This provision i$ incorporated in the present Bill also. 
The L.I.C. will op~n Branches only if they are viable, otherwise it will 
appoint a Development Officer to set up a net work of Agents. Only 
when the potential is developed the L.I.C. opens Branches. Even then 
the L.I.C. has reached all corners of the country. The following facts 
were furnished by the Ministry of Finance: 

Total Distt, with Distt, without Distt. without 
Distts, LIC Br;-.nches but Field Organi .. 

Branches with Organizations zations 

420 373 37 10 

Thus the total number of Districts without Branches and without 
Field Organisations is 10 out of 420. The population of these Districts 
without Branches and Field Force is .60 per cent which in terms of 
population means about 4 lakhs out of about 70 crores. Again it is said 
that rural business is inadequate. Whereas the Committee were in
formed that it is 32 per cent in terms of p·:J!icies and 25 per cent in terms 
of sum assured. In the South Zone the rural business is 42 per cent. It 
·is true that a large portion of our population lives below the poverty 
line. We are not dealing with social Insurance which is given fnr the 
benefit of socially down-trodden and other poor sections of society. We 
are dealing with Insurance sold by a business Institution which has got 
to be purchased. for which purchasing capacity has to be there. More
over, traditionally rural masses have an inclination of investing in ma
terial goods, be it a tractors, lands, ornaments, bullocks etc. That is 
why even in Bank deposits the rural share in terms of number of depo
sitors and total amount deposited works out to 11 per cent to 13 per cent 
of the total depo•its mobilized. 

For the spread of rural In0urance we shall have to change the habits 
of the rural masses. This requires the services of a team of dedicated 
Development Officers and Agents. We shall have to give more incentive 
to rural agents and start with subsidized Rural In~urance. There should 
also be more attractive plans which can look after a person during his 
illness or disability and forced in action. There should also be premium 
pass books issued to the policy-holders, pa•·ticularly rural policy-holders, 
w.ho can not make files of perionic receipts. 
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Even though we are ·opposed to the present form of the Bill for 
· reasons enumerated abov~, we see weight in the argument that splitting 

of L.I.C. can perhaps be mstrumental in providing better service to both 
rural and urban consumers if each new corporation is leit to compete 
with each other in the country as a whole. Some witnesses also favoured 

·that the selected b;mks and the General Insurance Corporation be allow
- ed to compete with the L.I.C. and in turn LIC be allowed to transact 

General! lllsurance business. These were very~ valuable suggestions. 
Even additional costs of opening divisional offi.ces in other regions can 
be more than offset by altering staffing and tnanagement patterns and 

. decentralisation of authority and responsibility to make each branch a 
profit centre and allow only skeleton staff at the divisional office essen
tially for providing. support services· and monitoring the p~rformance of 
branches. ·. . · - . , · 

Indeed, the time has come to substitute the concept ·of state monopoly 
with state oligopoly wherein different public sector corporations in the 
same nationalised industry enter into direct competition with one an-
other so that the citizen has a choke of approving or disapproving the 
product or service provided by a corporation by patronising or refusing 
to patronise it. The process of nationalisation is =t confined merely 
to substituting private ownership with state ownership but must encom
pass a better deal for the ultiniate beneficiacy:-the citiZen, firstly through 
better terms of ~ insurance contract and secondly, through an optimal 
utilisation of investible funds in a pragmatk mix of commercial return 
as well as redistributive justice. During the last three decades we have 

. sought to achieve efficiency in the public sector through bureaucratic 
control. and have faileq miserably. The time has come to grant real 
autonomy to the · corporation, ·rid it of bureaucratic control and allow 
it to· compete with other public sector corporations. Over time, only 
the most efficient and professionally managed corporations will be in a 
position to expand and contribute surpluses to the public exchequer while 
inefficient ones will have to curb costs, reorient management patterns 
and· raise efficiency levels to expand arid grew. The- two beneficiaries 
of this competition will be the state, which shall receive all the sur
pluses and the citizen who will. have a better service. The public sector 
worker will then have to adapt to a competitive environment and raise 
levels of efficiency. There is no doubt that with increase in productivity 
his ·service conditions will continue to prosper. Unfortunately, the 

. majority iii this Committee did not find merit in these arguments and 
went in favour. of non-competing corporations to be formed after the 
split. They have mainly relied on the· Era Sezhiyan Committee Report 

· to derive strength in support of the argument for non-competing corpo
rations. We feel that the views of the majority of this Committee as 
well as the recommendation of the Era Sezhiyan Committee quoted in 
the- majority's present report are misconceived in the context not only 
of the L.I.C., but also of the Indian public sector as a whole. · 

Field Force 

A real re-eval~ation of the role of a Development Officer in the set 
up. of the L.I.C. bas to be made. "Even the Era · Sezhiyan Committee 
disagreed with the _present mode of appraisal of the work of a Develop
ment Officer. The Era Sezhiyan Committee recommended that the wor:t 

1145 LS-11. -



xlii 

·of a Development Officer should be appraised not on the basis of cost 
but on the basis of New Agencies made, activisation of Agencies, and 
addition to them from year to year, The Era Sezhiyan Committee went 
a step further and recommended incentives. and disincentives to the 
Development Officers on the basis, not of premium procured. but ,on ~e 
basis of active stable agencies created.· This very important recom
mendation of the Era Sezhiyan Committee has been totally ignored by 
the framers of the Bill 

A growing and expanding productive Agency Force is a pre-requisite 
of expansion and growth of business. and the creation of this force is 
the responsibility of the Development Officers. In this connection, the 
Committee were informed that "Nobody comes to buy Insurance; In
surance is sold only when the L.I.C. Development Officer or Agent 
canvasses it .. , a...:... .. _!:~ 

Tbe L.I.C. made a very big mistake by stopping the recruitment of 
Development Officers in 1972. In a period of ten years this decision led 
to the reduction of sales infra-structure by 30 per cent. Tbe reduction 
in the sales force is perceptible in the following observation of the Era. 
Sezhiyan Committee. It was observed that the· percentage of household 
savings going into LIC was 11 per c~nt in 1970-71 and only 7.4. per cent 
in 1976-77. The Committee were also informed during evidence that 
there might have been considerable loss of business due to the reduction 
in the strength of the Development Officers. In this period of ten years 
the L.I.C. made bid to recruit direct career agents in urban and rural 
areas. Tbe wrong policies of Government have put the L.LC. in a very 
precarious position. Tbe bulk of its Development Officers are in the age 
group of 4&-55 years Tbe exit rate is very fast. This is apparent from 
the following facts. 

In the beginning of 1981 L.LC. had on its roll 6382 Development 
Officers. In 1981 and 1982 it recruited 800 new Development Officers. In 
1983 the number of Development Officers were reduced from 6382 to 618(), 

. in spite of the 800 new Recruits. In the same peyiod 100 Development 
Officers went out of service. Tbe more alarming aspect is that these 
new Development Officers are not youngmen in their twenties, but 

· middle aged people in their forties recruited mostly from the office staff; 
and whose retirement age ISyllchronizes with the existing Development 
Officers. According to Mr. M. M. Sadanah .the spokesman of the Deve
lopment .Officers Federation, "The government after having decided to 
eliminate the class of the Development Officers, imposed upon them 
harsh and impractical conditions with the object of hastening their exit." 
.t\ccording to him, the service conditions "have made the job contractual 
and created total insecurity in the existing field Force." 

It was Mr. Sadanah's contention that these service conditions make 
it incumbent on a Development Officer to produce premium four to five 
times his gross salary failing which he facea a drastic cut In salary and 
termination . . . 

• • 
.t~~ew, young educated recruits who could become the backbone of the 

Industr~ and ens';ll"e its stable growth need at least seven to eight years 
to acqu•re expenence and develop the basic organisation from which 
they can E:xpand their operations. According tq prevalent service condi
tions they wtl1 be required to conform to the preaent work-11nrm froll'l 
the first year and cannot aurvive. 
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We feel that a complete review regarding the service conditions of 
, Develo~ment Officers has to be made, with particular reference to the 
constramts imposed by them in the way of recruitment of young fresh 
energetic candidates in the Urban and Rural areas. 

Service to Consumers 

ynu1e employee service conditions, recruitment policies and organi
sational structure are important, they are not an end in themselves. 
They are the means to an end, namely, the provision of better service, 

. better policies and better returns to the state, and to. the policycholder~. 
In the course of the Committee's hearings, the voice of the unorganised 
policy-holders was heard time and again in the form of numerous sug
gestions that could provide ·a better deal to the present and future 
policy-holders. Some of these suggestions are valuable and deserve 
careful -consideration. These include the following:- · 

A. Policy Holders Advisory Council: It was suggested that councils 
be created at the branch division and corporation level on which policy
holders could be elected by postal ballot. Such a body could be shtu
torily created for the purpose of taking up problems of L.I.C. policy
holders wit}) the management. across the table. This idea has been 
accepted by the majority only partially by including clause 13 (4) in the 
Bill. However, we feel that this clause is inadequate and incomplete. 
It must be made mandatory to constitute Policy-holders Advisory Com
mittees at the branch, division and corporation level. The mod~ of 
representation of policy-holders on such committees as also the function 

. and _powers of such committees are not defined giving "ample scope for 
manag~ment of the new corporations to render such committees almost 
ineffective. 

There must be a democratic way to select policy-holders' represen
tatives at the branch level and this could be done throul(h postal ballot 
every four years. All policy-holders representatives at th~ Branch level 
could form an electoral college for the division level and these at the 
division levels would. form an electoral collel'(e at the corporation level. 
Some members of the corporation Policy-holders Committees could be 
nominated by the Central Government on the corporations executive 
committee as well as the Life Insurance Board. There is no reason why 
policy-holders cannot llave a representative in the management of the 
corporation and the board. . After all, it is the policy-holders money 
·which is managed by thes"e bodies. Must w~ stop economic "democracy 
from entering our economic institutions? 
, B. Annuity certain business: The. e~ressiO!l Annuity certain ,:Susin~ss 

in clause 9 sub-clause 2 (a) of the B1ll must be excluded. Annm.ty 
certain" popularly known as "Time Annuity", are. ~ot connected WJ.tb. 
human life. It is a pure investment,return propos1bon for a certam 
period of time. Life ann11ities, that is, annuities ~epende~t ~pon and 
related to human life only can legitimately be cons1dered life msuran.ce 
business World over Time Annuities are being offered by financJSl 
instituti~ns, Banks, Pension Funds and other Trusts and mutual societ~es. 

In the Indian context annuity offered by Life Insurance Corporation 
to the annuitant is just ~onfiscatory ·and expropriatory since It gives the 
annuity which is less than the interest on their ~eposit ~ffered by. the 
Banks or the Government companies to the depos1tora. wh1le the prmcl
pal amount of deposit remains intact. ·In case of annuity by L.J.C., the 
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annuitant not only receives less income than the intere~t . but als~ as· 
aforesaid, he loses his capital completely as purchase pnce for a~nu1ty · 
i:n fact there is need also for making corresponding changes m the 
income-tax Rules governing the approval of the Superannuation Funds. 

C. Rating and MoT'tality Committees: Representatives of . consumer 
organisations pleaded. for the setting up of statutory committee:; for 
deciding different premia rates, surrender and paid up values, as well as 
a mortality Tables Committee to revise and ·review the mortality -tables 
periodically. There is considerable merit in these proposals. 

· Clause 17 should specifically provide for a Rating Committee and 
Mortality Committee. Rating Committee should deal with introduction 
and revision of new plans and policies to suit the changing. needs of the 
people in the country, more particularly, people with inadequate means 
and uncertain income. Mortality Committee should periodically review 

. the mortality experience. But the Committees should have a say in 
• the review" and weightage of three relevant fatcors; mortality, yield and 

expense ratio for determination and revision of the insurance premium 
for all plans and policies at periodical intervals. 

D. Insurance Disputes Tribunals: Please made before us to widen 
·the scope of tribunals proposed in Chapter VI of the Bill have been 

completely ignored. These tribunals are confined to matters concerning 
maturity or· death claims only. The scope of these tribunals should' be 
broadened -to cover all matters connected with life insurance business, 
including :wrongful rejection of insurance proposals, terms offere'd, re
jection of loan applications etc. Therefore, in Chapter VI clauses 22 to 
30, Chapter yn clauses 35 to 38 and clauses 56, 60 & 65 the expressions 
"Claims Tribunal'' and "Appellate. Claims Tribunal" should be substi
tuted by "Insurance Tribunal'' and "Appellate Insurance Tribunal" res• 
pectively. · ., 

Since Life lnsunince happens to be a monopoly business, even · if 
·these are competing five Corporations, choice will still be limited. It 
is essential that the policy-holders and the proposers should have a 
quick and inexpensive remedy. Litigation before the Civil Courts is 
tim_e consuming and expensive and not within the reach of ordinary 
pobcy-holder or a proposer. Even disputes like rejection of proposal 
form by the Corpor~tion may go outside the jurisdiction of the Ci '1 
Courts. · VI 

. E. lndependen~ Actuaries: Corporation must use the services of 
mdependent actu~r1e~ under cl~use 42 of the Bill. Clause 42 should be 
ame?1ed to proVIde for actunal reports by team tf in depend· t A 
tuanes. en C· 

. 'Yith. a view to . protect the in teres!!! of. the polic~. holders . su~h :' 
practice IS followed m other countries of the 'world. ' 
. F. AllocatiOn of Sui-plUs: Presently the Bill ca 

. bon to allocate 95 per cent of the su . lu t th lis ~pon each Corpora
to the Government .. Nothing is pror,;id:d ~ e p~h.cy-holder3 and rest 
oiier>!rl to low inccme citizens. We feel th o subsidise ~ates of premia 
should be substituted by .. 971 p t" . at the express1on 95 per cent 
proviso be added as follows: er cen ' m clau~e 44 of the Bill and a 

'·Provided that the 2l per cent f th 
Corporation towards the do I e surplus shalJ be sent by the 
the low income group peo 

1 
e~e opment of Life Insurance for 

promotional effort.< or ott e ~ t~e country by way of subsidY. 
e~e. . 
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:G. Pattern of Investment: The consumers representatives pbsed a 
very pertinent issue. that LIC could not provide inflation linked insur- ' 
ailce policies due to low yields on investments of the LIC. As long as 
yields would .not go up, policy holders could not be offered remunera
tive policies. A mix of one-third and two-third for socially beneficial 
low-yield mvestments and commercially viable high yield investments 
respectively, we feel, would help. In any case the- permissible pattern 
of investment should be at least similar to the pattern applicable to 
Provident'Funds, Superannuation, Gratuity and other similar trust funds 
for the. time bPing in force, .· 

· H. Liberatisation of Postal I,ife Insurance Scheme: LIC today has 
abotit 1000 branches all over the country while there are 1,35,000 post 
offices. Postal Life Insurance today has lower premium rates and higher 
bonuses, but it is restricted to Government, semi-government, University 
and similar employees only. With a view to provide easy access to life 
insurance to people of inadequate means in far distant places, it is essen
tial that P L.I. be liberalised to cover all people in the country and that 
they should be directed to introduce term insurance plans, such as, 
individual, .Group,' level premium and guaranteed renewable term insur
ance plans and policies. Provision could have . been made in this Bill 
in this direction. 

Conclusion 

To sum up, the problem in respect of life insurance is not the size 
of the L.I.C., it is lack of autoriomy, and over-centralisation. This Bill 
solves neither of these problems. In fact. if this Bill becomes low, 
L.I.C. would be further. bureaucratised, and its autonomy completely 
decimated. 

This Bill will satisfy no one. As is clear from the evidence, emplo· 
yees, by and 1arge, are resolutely opposed to it. The greater tragedy 
is that the policy-holder too in whose name government is eager to ride 
rough over the wishes of the employees, see little merit in the Bill. 

We find ourselves unable, therefore, to agree with the majority 
report. Hence this Minute of Dissent. 

NEw DELHI; 

August 9, 1934 

Sravana 18, 1906 (S) 

v 
(Original in Hindi) 

SATISH AGARWAL 

LAL K. ADV ANI 

While expressing our views against the bifurcation of L.I.C. and 
creating five independent units thereof, we have submitted that it ·should· 
be withdrawn. We have also submitted that with a view to deliver the 
benefits of the life insurance industry to the rural areas and to decen
tralise the same; the former Act may be so amended that this industry 
could prove to be more beneficial and attractive to the rural area. What 
was- the laxity in decentralising the same, who is at fault, what was the 
laxity in its propaganda and publicity, who is at fault? I have expressed 
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my opinion on this also. The views of the departmental employees and 
officers have also been received as to how far the publicity and propa-

. ganda is beneficial. The evidence of the experts and employees makes it 
clear that the bifurcation will not be in the public interest and will bene
fit a few only giving them luxurious life. There is no possibility of ac
hieving the objectives or successes for which this Bill has been brought 
forward. The question of clause-by-clause amendments does not arise, 
because I totally opposed to the bifur~ation. 

I request that my opposition and the views expressed by me may be 
indicated in the same form in the report of Joint Committee. The views 
of the witnesses may also be indicated in the report, so that their 
correct views and opinions could be placed before the House at the time 
of its presentation. 

NEW DELHI; 

August 9, 1984 

Sravana 18, 1906 (S) 

RAM LAL RAHI 
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