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THE f o l l o w i n g is the statement by 
Shri P A Gopalkr ishnan, Chair

man, The Li fe Insurance Corpora-
t ion of India , at the 52nd Meet ing 
of the Corpora t ion , held in Bombay 
on 25th July 1960 to discuss Annua l 
Report and Audi ted Accounts for 
the year 1959. 

I have great pleasure in welcom
ing you to this special meeting of 
the Board which has been convened 
mainly to consider the draf t Annua l 
Report and Audi ted Accounts for 
1959. These have already been cir
culated to al l the Members. I wish 
to take this oppor tuni ty to review 
the steady and satisfactory progress 
made by the Corpora t ion after it 
was established on 1st September 
1956. 

NEW BUSINESS 

Y o n w i l l remember that the Cor
porat ion secured a new business of 
Rs. 345 crores in 1958 which was 
2 2 % more than that of 1957. In 
1959, our new business amounted to 
Rs. 129 crores recording an increase 
of 2 5 % over that of the previous 
year. The number of new policies 
issued has also steadily increased to 
1.15 m i l l i o n in 1959. which is about 
4 1 % more than the number issued 
in 1957. 

A small amount of foreign busi
ness is also done by the Corpora-
l ion and is included in the figures 
quoted above. D u r i n g the per iod 
between the 19th January and 1st 
September 1956, there was consi
derable uncertainty as to whether 
the Corporal ion w i l l do new busi
ness in foreign countries. Because 
of this uncertainty. many of our 
good agents in those countries left 
us to jo in our competitors. Even 
when we finally decided to do fore
ign business. we excluded doing of 
new business in Ceylon, Burma and 
Pakistan. O w i n g to these reasons, 
our foreign business amounted only 
to Rs. 5.40 crores in 1957. In 1958, 
it was Rs. 5.62 crores. I visited 
East Af r i ca in the latter h a l f of 
1958 and Malaya and Singapore in 
early 1959. As a consequence of 
my visit , we took various measures 
for increasing our business in those 
countries. The results of these mea
sures are reflected in our increased 

new business in 1959 which amount
ed to Rs. 9.47 crores. The i m 
provement of business thus brought 
about in 1959 continues in this year 
also. 

Al though the Janata Scheme is 
not w o r k i n g successfully in a l l the 
places where it was started, the 
number of Janata policies issued 
has been gradually increasing. 
21,208 policies were issued in 1957, 
24.325 in 1958 and 28,705 in 1959, 
the sums assured being Rs. 1.17 
crores, Rs. 1.61 crores and Rs. 2.01 
crores respectively. We have re
cently introduced another scheme 
which has more or less the same ob
jective as the Janata, namely, ex
tending insurance to sections of the 
population, which would otherwise 
remain uncovered. Under this 
scheme, policies are issued without 
medical examination in r u r a l areas 
which arc inaccessible and where 
there is paucity of doctors. These 
policies are issued only up to a total 
sum assured to Rs. 2 ,000/- . We 
have to watch the w o r k i n g of this 
scheme for two or three years be
fore we decide to extend it all over 
the country. 

LAPSE RATIO 

Questions have been asked in 
certain quarters about the s tabi l i ty 
of the increasing business secured by 
the Corporat ion. We have made a 
detailed analysis of our lapse ex
perience dur ing the years 1957 and 
1958. The figures for 1959 are be
ing collected for analysis. You 
w i l l f ind f rom the analysis already 
made that the Corporat ion 's experi
ence in the matter of lapsation of 
business is dist inct ly better than the 
experience of the companies before 
nationalisat ion. The net lapses 
which amounted to 7.3% of the 
mean business in force in 1951 and 
7.6% in 1955 came down to 6 .4% 
i n 1957 and 5 . 1 % in. 1958. The 
percentage of lapses is thus steadily 
coming down. 

ft is also a matter for satisfaction 
that our business in force has in
creased enormously after nationalis
at ion. It took all the companies in 
I n d i a several decades to bu i l d up 
a business in force of Rs. 1,220 
crores at the end of 1955, The 

1199 

Corporat ion 's business in force at 
the end of 1959 was Rs. 1,964 
crores, recording a net increase of 
Rs. 744 crores, that is, more than 
6 0 % . The number o f policies in 
force on 31st December 1959 was 
nearly 7 m i l l i o n representing an 
increase of 4 5 % over that at the end 
of 1955. 

ECONOMY OF MANAGEMENT 

The next question to be consider
ed is the economy of management. 
Here also, we have set up a record 
which should be deemed satisfac
tory . I would l ike to recall in this 
connection that we took over a l l the 
staff of the old companies w i t h 
their emoluments protected. Then 
we considerably increased our ad
minis t ra t ive expenditure by stand
ard iz ing their scales of pay . which 
meant in several hundreds of cases 
a considerable increase in the emo
luments which they were d r a w i n g 
before nationalisation. On the other 
side, we reduced our p r e m i u m i n 
come by reducing our p r e m i u m 
rates by Re. 1 / - per Rs. 1,000 A 
sum assured below the Or ien ta l 
rates and by removing various ex
tras, such as extras on the insurance 
of female lives. The net result 
would have been an increase in our 
renewal expense rat io but for va
rious measures of rat ionalisat ion 
adopted by us. Our progressive in 
crease of new business has also 
contr ibuted considerably to the fa l l 
in our renewal expense ra t io . This 
rat io came down to 15.89% in the 
accounting year 1956-57 f r o m the 
combined renewal expense rat io 
of 17.3% of all the companies in 
India in 1955. It came down 
fur ther to 15.46% in 1958. I in 
troduced a system of budget control 
w i th effect f rom 1959, which was 
approved by the Board. The result 
has been extremely satisfactory since 
the renewal expense rat io in 1959 has 
come down to 12 .92%, w h i c h com
pares favourably w i t h that of some 
of the best companies in the past. 

PROGRESS INDICATIONS 
I shall now refer to some other 

figures which indicate the progress 
of the Corpora t ion . Our L i f e Fund, 
which stood at Rs. 380 crores on the 
day of nationalisation, has increas-
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ed to Rs. 193 crores at the end of 
1959. Our total assets have s imi
lar ly increased f rom Rs. 414 crores 
to Rs. 552 crores. Our annual i n 
come consisting of premiums and 
income f rom investments has been 
steadily going up un t i l it crossed 
the hundred crore mark in 1959 
amount ing in that year to Rs. 105 
crores. With increasing business 
and investments, this income should 
go up fur ther in future years. 

Our disbursements to policy
holders and their beneficiaries by 
way of settlement of claims have 
also been increasing year after year. 
In 1959. we paid out Rs. 28 crores, 
of which about 25% were claims 
aris ing f rom death, the balance re
presenting matur i ty benefits. Since 
the nat ional isat ion of l i fe insurance, 
the Corpora t ion has paid about Rs. 
82 crores in all on account of claims. 

While we have. thus, every rea
son to be satisfied wi th our perfor
mance so far. We have to examine 
how far we are real izing one of 
the fundamental objectives of na
t ionalisat ion of l ife insurance, 
namely, the mobi l iza t ion of resour
ces for the successive Five Vear 
Plans of the country. Here. I should 
admit that we have only touched 
the fr inge of the p rob lem. It is 
true thai we have increased the 
business in force f rom about 11% of 
the national income in 1955 to 15% 
in 1959. There are countries in the 
wor ld . pa r t i cu la r ly the Uni ted 
States and Canada, where the l i fe 
insurance business in force exceeds 
the nat ional income. Canada is 
tlie leader in this respect wi th l ife 
insurance in force amount ing to 
157% of the national income in 
1958. Our popula t ion is poor by 
comparison and the saving poten
t i a l i ty is much less in this eountry 
than in the highly industr ial ized 
countries l ike the United States and 
Canada. Nevertheless, it should be 
our endeavour to expand our busi
ness to the m a x i m u m possible ex
tent every year so thai more and 
more resources ran be contr ibuted 
by us for the economic development 
of our country . 

As YOU are aware, the Corpora
t ion has started wi th a modesi Five 
Year Plan of its own f r o m 1959 
and has fixed Rs 1,000/- crores as 
the target of new business in 1963. 
Al though there are reasons to be
lieve that the potential business in 
the country is very much more, this 
target has been fixed on realist ic 
grounds after tak ing into account 

the Corporat ion 's capacity to expand 
its organizat ion consistent w i t h the 
maintenance of efficiency. We had 
inheri ted f rom the o ld companies a l l 
sorts of staff who had v a r y i n g de
grees of experience, whose methods 
of w o r k i n g were not u n i f o r m and 
who needed t r a in ing before they 
could be fitted into the Corpora
tion's way of w o r k i n g . We have 
since then recruited addi t ional staff 
every year who also stand in need 
of t r a in ing , In order to meet this 
need and to strengthen and equip 
our organizat ion to handle the i n 
creasing volume of business. we 
have recently started one t r a in ing 
college for jun io r officers and t ra in
ing courses for our clerical staff at 
almost all the headquarters of our 
divisions. The eleven t r a in ing 
schools that we started over a year 
ago for our development personnel 
have already made much progress 
in t r a in ing our Field Officers and 
agents. I hope that these t r a i n i n g 
insti tutions w i l l enable the Corpora-
l ion to funct ion efficiently when 
business flows in in accordance wi th 
our Plan. 

Before nat ional izat ion, the pr ivate 
companies were operat ing f rom their 
headquarters in b ig cities and the 
number of centres in the country, 
where they had their offices. was 
only 97. The Corpora t ion has, on 
the other hand, a widely decentraliz
ed organisation and the number of 
branch and sub-offices has been in
creased f r o m 216 on 1st September 
1956 to 345 at the end of 1959. A 
further increase in the number of 
office-, has been sanctioned in 1969. 
Every care is taken to see that none 
of the new offices opened by us 
turns out to be an uneconomic pro
pos i t ion . The method that We have 
adopted is to start wi th a develop
ment centre where a Field Officer 
or Assistant Branch Manager is 
posted to organise business wi thou t 
the a id of an office . When the an
nual business procured increases 
beyond a certain l i m i t , the develop
ment centre is upgraded into a 
sub-office which is in effect a m i n i 
ature branch office. When the sub-
office begins to procure more than 
about Rs. 70 lakhs of business, it 
is upgraded into a full-fledged 
branch office. Th i s gradualness of 
our expansion ensures that we don't 
take any avoidable risk while ex
panding our organizat ion in the 
count ry . In the next three or four 
years, our g r o w i n g net-work of offi

ces should be in a pos i t ion to serve 
every nook and corner of I n d i a . 

No large insurance company in 
the wor ld can operate efficiently 
without the a id o f machines. M i l 
lions of p r emium notices and re
ceipts have to be sent out every year 
and mi l l ions of calculations are ne
cessary in connection w i t h the col
lection and analysis of statistics, 
maintenance of accounts and pe
r iodica l valuations. The output of 
our employees can he increased con
siderably by swi tching over to mo
dern electronic and other equip
ments, thus reducing our expenses 
of management and making more 
and more surpluses available to our 
mi l l ions of policyholders. We have 
been s tudying this question for some 
time and have come to the conclu
sion that at the rate at which we 
are expanding, we have no alterna
tive but to resort to the latest ma
chine techniques if our service to 
pol icyholders is not to suffer and if 
we are to reduce our expenses at a 
r ap id rate. I shall be b r i n g i n g up 
proposals in this connection as soon 
as I f ind it possible to do so. 

Meanwhi le , everything possible 
is being done to improve our sys
tem of work ing as well as the out
put of our employees. The average 
output of a Field Officer was Rs. 1.9 
lakhs of new business in 1957. It 
increased to Rs. 6.5 lakhs in 1958 
and to Rs. 7.5 lakhs in 1959. The 
average output of our agents has 
s im i l a r l y increased f rom Rs. 34,067 
of new business in 1957 to Rs. 
37.494 in 1958 and to Rs. 41,435 in 
1959. These improvements have 
come about as a result of persistent 
efforts on our part to improve the 
qual i ty of our field force instead of 
depending merely on numbers. 
When our adminis t ra t ive t r a in ing 
has continued for a sufficient t ime 1 
have every hope that the output of 
our clerical employees w i l l also re
gister a s imi la r improvement . 

Y o u are aware that we had a pro
gramme for decentral izing the pol i 
cies of the old companies and 
getting them serviced by the appro
priate d iv is ional offices of the Cor
pora t ion . The first phase of this 
p rogramme has now been completed 
and the policies of 139 companies 
have been decentralised up to the 
end of June 1960, The next phase 
of the programme w i l l he taken up 
short ly. 

You w i l l remember that the total 
book value of our Stock Exchange 
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Investments was Rs. 338.59 crores 
on 31st December 1957. The mar
ket value of these investments had 
depreciated by Rs. 8.02 crores of 
w h i c h the depreciation of the in-
vestments taken over f r o m the erst
while insurers was Rs. 7.28 crores. 
We made a con t r ibu t ion of Rs. 8.02 
crores to the reserve for investments 
which , together w i t h the previous 
reserves, now stand at Rs, 13.32 
crores. As at 31st December 1959, 
the book value of our Stock Ex
change Investments per ta in ing to 
l i fe business was Rs, 409.82 crores 
whi l e the market value was more by 
Rs. 4.68 crores. Nevertheless, we 
propose to leave the reserves intact 
w h i c h w i l l be a cushion against any 
future developments of an adverse 
character. 

As you are aware, we have set up 
an Investment Research Section in 
our Investment Department and this 
Section has been systematically ana-
lysing the balance sheets of all the 
companies whose shares are quoted 
on the Stock Exchange of the coun
t ry . The Investment Committee is 
thus provided w i l l a l l the necessary 
data before its advice is taken on 
investments to be made. In the case 
of new indust r ia l ventures which 
approach us for investments, search
ing enquiries are made and all re
levant data are carefully examined 
before the Investment Committee is 
asked for its advice. We thus make 
sure that al l the investments that 
we make arc in sound concerns and 
brings us returns which we consider 
at tractive. We have also been re
v iewing the investments that we 
inheri ted f rom private companies 
and sel l ing all those which are 
found to be unprofi table. Thus, we 
are constantly endeavouring to im
prove the qua l i ty of our investments. 

Before I close this statement, I 
would l ike to convey my thanks to 
all the Members of the Corpora t ion 
for the assistance and cooperation 
that I have u n i f o r m l y received f rom 
them. My thanks are also due to 
the Members of the Investment Com
mittee whose advice has been most 
useful fo r the Corpora t ion in the 
matter of investments. I should 
also l ike to put on record my appre
ciat ion of the invaluable services 
rendered by our field force and our 
office personnel i nc lud ing officers 
who have contr ibuted in no small 
measure to the progress of the Cor
pora t ion . 

25th Ju ly 1960. 
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