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PROLOGUE





THE JEWEL IN THE CROWN





The day, 1 September 2005 was a special day for the Life Insurance Corporation of India (LIC). It marked the beginning of the 50th year of its formation. In a young country like India, not many institutions can claim a 50-year history. The LIC has had the good fortune of providing 50 glorious years of service to the nation, providing social security to crores of people and creating a brand that is now synonymous with trust. On 1 September 2005, the then Finance Minister P. Chidambaram, in his speech, not only acknowledged the LIC’s unparalleled contribution to India, but he went a step ahead and called it a ‘Jewel in the Crown’ of India. While there are not many phrases or words that can do justice to the LIC’s spectacular contributions to society and the nation, these words express it perfectly.


Zindagi ke saath bhi, Zindagi ke baad bhi





There are many things that make LIC a true jewel; chief among them is its sheer reach. Only a handful of Indian companies, across any sector, are really comparable in scale to their global counterparts and have as deep a reach among Indian consumers, both physically and psychologically, as the LIC. With nearly 40 crore lives covered through individual as well as group schemes, the LIC is the largest life insurance company of the world, in terms of customer base. To put it in perspective, the customer base of the LIC is almost six times that of the population of UK. In the national context, this is one-third of India’s population, covering 70 per cent of its insurable people. The largest bank in India, the State Bank of India (SBI) has a customer base of 27 crore – before the merger of the associate banks – which is only 70 per cent of that of the LIC. There are 23 private life insurance players in India, which together cover only 25 per cent of coverage of LIC. Cumulatively, LIC has provided 80 crore individual policies in its lifetime of over 60 years, through which it has directly touched at least as many lives and indirectly made a difference to at least 400 crore lives (besides those covered under group schemes) – more than three times India’s current population – a feat unmatched globally by any other life insurance player!


With this kind of penetration, LIC has facets beyond just life insurance. As we will see, this reach actually puts LIC in the league of nation builders, employment generators, and financial conglomerates. After all, this is the kind of customer base that start-ups in India today would give their eyeteeth for, but yet find difficult to garner, despite deploying technology, as well as tempting cashback offers. However, the LIC is not viewed with the same awe as its global counterparts, or even other private sector success stories in India. It could be because the LIC is a public sector undertaking (PSU) and the fact that, since it emerged in an era when bragging was frowned upon, the organization never blew its own trumpet. In that sense, it is a truly Indian company with its belief in ‘karma’ and in results, despite the fact that it is the only PSU other than China Life among the leading global life insurance companies, which are all private sector enterprises. LIC is comparable to private sector enterprises in almost all parameters and is better than them in many respects; that is a rare jewel indeed!


In a country as diverse as India, replete with regional heroes – be it political, business, sports, movie stars, or even gods – the LIC is probably the best example of a true pan-Indian brand, catering on such a scale, cutting across the diverse layers of Indian demography. This is not surprising as the idea of LIC was not very different from idea of India itself.


The Birth of a Nation (and its Twin)





On 31 August 1956, the State Reorganization Act, 1956, was enacted. This redefined the various state boundaries along linguistic lines and created modern-day India. It had only been a few years since India was formed by uniting various princely states. The British had left behind a country that was not only economically poor, but also woefully lacking in self-confidence and belief. Our only strength was our unity, and the idea of unity in diversity was embraced by all to create a strong and modern nation.


Exactly a day later, on 1 September 1956, modern India’s ‘twin’, the Life Insurance Corporation of India, was created in a very similar fashion. Except that instead of princely states, this nation was formed after bringing together various small and big private life insurance companies and mutual-benefit societies. These companies were run in a fashion not very different from that of the princely states. The rationale behind creating LIC was similar to that of creating a united India. India was then in no condition to provide social security schemes like the ones in the US, the UK, and other developed nations for its 36 crore poor people. Yet, in the India of the 1950s – with its high mortality rates and single earning members with many dependents (because of social taboos about working women) – financial security was the need of the hour. Life insurance was identified as the best solution, but the existing private players were ineffective and catered only to small urban pockets. Insurance was out of reach of the population that actually required it, particularly those in the rural and the lower economic strata, and this gap expedited the idea of an agency like LIC. Unlike its global counterparts, LIC was not formed as just another business enterprise. It shouldered the responsibility to fulfil a very basic necessity of an entire nation: a necessity to help attain the three basic requirements: Roti, Kapda, aur Makaan (food, clothing, and shelter).


When the 245 existing insurance companies were merged to form the LIC, the units together consisted of 27,000 employees; Assets Under Management (AUM) of close to Rs 400 crores; 50 lakh policies in force; and an insurance cover of over Rs 1000 crores. All employees were given exactly the same positions with the same benefits and responsibilities, making the LIC one of the largest employers of the time. None of the private sector companies was even close to LIC in this respect. By 2017, the LIC had expanded, with over 5000 offices, 1.2 lakh employees, 12 lakh agents, AUM of Rs 25.72 lakh crores, and more than 30 crore policies in force. The LIC now deploys around 80 per cent of its funds in socially oriented projects, contributing to the improvement in the quality of life of almost a billion people across the country. The LIC has contributed generously to various Five-Year Plan and has been instrumental in providing bulk funds to both large and small public and private sector institutions of India. It has been one of those rare conglomerates, which command respect across political, religious, caste, and gender barriers: from professionals to businessmen, movie stars to sportsmen, students to housewives, and grandfather to grandchildren. LIC, since its inception, has thus proven to be a great leveller as it has gone about performing the tough task of sensitively handling another great leveller: death. There is only one other entity who can rival this cross-spectrum bonding: India itself.


Where There is a Will, There is a Way





One may argue that the LIC had the advantage of being a monopoly, but insurance has never been an easily saleable product. People seldom demand a life insurance policy of their own volition. During the LIC’s early years, life insurance was a sensitive topic and people were uncomfortable discussing it openly with a stranger. It involved discussing personal financial and family matters. Secondly, it did not fulfil any immediate need and the whole concept revolved around providing an intangible security net whose actual benefit would never be visible in the policyholder’s lifetime. Additionally, there was a requirement to pay in advance, and that too for a period spanning one’s entire working life. People were more interested in making a living than in securing one. In the early days of the LIC, there was no digital medium to propagate this as aggressively as it is possible today. Yet the LIC soldiers travelled by trains, buses, cars, motorbikes, bicycles, and in certain cases, even by bullock carts, to propagate LIC’s vision to the farthest corners of the country and they, quite literally, reached all those places. They walked in urban and rural streets, lanes and by-lanes full of dust or mud, and even in the cruellest of weather conditions. They set up shop in places with no roads, no electricity, and no telephones. Challenges were met with innovative solutions some of which have gone on to become industry standards. If it was difficult to set up offices, Indian post offices were used; if it was difficult to conduct a proper medical check-up, policies were customized to do away with that requirement; if only providing a security cover was not incentive enough, clubbed policies with fixed returns were made, and so on. Much before the technology revolution, packaged foods, social media, mobile telephony, automobile industries, retail revolution, and other such B2C industries, the LIC was the first of its kind to cater to the mass consumer. True, there were other operations, like the Indian Railways, India Post and banks, but they catered to the immediate, short-term, needs of the people. The LIC was probably the first institution in India that was providing something for which the ‘need’ itself had to be created and explained to the prospective customer.


In the years subsequent to 1991, many companies started their rural outreach programmes, adequately supported by technology. Moreover, in many instances, it was seen to be ‘cool’ to reach out to the hitherto neglected large consumer base of villages and small towns. Well before C. K. Prahalad drew the attention of marketing specialists to the power of the consumers in the lowest strata of society, LIC had reached the ‘bottom of the pyramid’ and firmly established itself to achieve the foremost of its objectives: to spread life insurance widely. In fact, until the recent launch of the ‘Jan Dhan Yojana’, the number of bank accounts in India was less than the 12 crore policies owned by people in villages/small towns. The trust earned by the LIC through on-ground, face-to-face marketing, and excellent claim settlement experience by the policyholders, has resulted in the LIC being the most recalled and trusted brand in the country. The LIC is also accessible to non-resident Indians (NRIs) and persons of Indian origin (PIOs): directly through its branch offices in Mauritius, Fiji, and the UK; through joint venture companies in Bahrain, Nepal, Sri Lanka, Bangladesh, Kenya, and Saudi Arabia; and through a wholly owned subsidiary in Singapore.


In the finance budgets of 2015 and 2016, the government’s aggressive roads and rail expansion targets depended on LICs contribution to the extent of about 20 per cent of the total budget outlay. In addition, the LIC has been contributing consistently increasing amount to the government treasury as part of the government’s share of its valuation surplus or net profit. In 2016–17, the LIC paid Rs 2206.70 crores to the Government of India as valuation surplus, a substantial increase from Rs 1137.99 crores paid for the year 2010–11.1


Market capitalization is often used as a benchmark for determining the biggest global companies. The LIC is not listed anywhere but over the last couple of years there has been constant murmurs that it might be listed. Though there are technical and legal hurdles to listing the LIC, the country’s top bankers have determined an approximate value, in case such a hypothetical event were to come true: an eye-popping Rs 5 lakh crores (USD 75.157 billion). The market capitalization of world’s top five life insurers in 2017 ranges from USD 60 to 95.71 billion.2 This makes it among the most valued companies in India (across any sector) and among the top five life insurance companies globally! With a revenue of around Rs 4 lakh crores annually, the LIC ranks among the top global life insurance companies. In India, it is among the top three across all sectors, along with the Indian Oil Corporation and Reliance Industries. The 23 private life insurance players together had only 28.19 per cent of total premium earned by the industry for the year 2016–17, while the LIC continues to hold on to 71.81 per cent market share in terms of premium.3 The LIC share of new policies is a robust 80 per cent; the new premium income share is around 70 per cent. Each year LIC adds between 2.5 and 3 crore policies, at an average of 70 thousand to 1 lakh policies a day. A few of the LIC’s Branch Offices sell more policies in a year than many private sector companies.


The LIC is the largest domestic institutional investor in the country. Over the last three years, it has invested about Rs 50,000 crore annually in listed equity (private and public sector combined). By March 2015, the LIC cumulatively held 9.26 per cent shares4 in 33 listed banks including SBI. Investment by the LIC adds credibility to any company. The movement of the LIC in any stock can significantly influence its movement. Along with this, the LIC is on the boards of close to 70 companies across various sectors. In 2015, the LIC booked a profit of about Rs 25,000 crores through sale of some of its equity holding, its highest ever.


‘LIC Kiya Kya?’





Usually an industry defines the brand, but then there are certain brands that start defining the industry and become synonymous with that industry. LIC falls into the latter category, like Xerox for photocopy, Fevicol for glue, and Bisleri for mineral water. As P. Chidambaram said: ‘L-I-C are the most recognized three letters across the length and breadth of India’. These three letters have become synonymous with life insurance. People do not ask: ‘insurance liya kya?’ (‘Have you bought insurance?’); they ask: ‘LIC kiya kya?’ (‘Have you bought LIC?’). This identification is so strong that, when the sector opened up in 2000 and private-sector players started advertizing aggressively, it was the sale of LIC products that increased! For the people of India ‘LIC’ stands for insurance, whether life or non-life.


The LIC’s brand value has been recognized on numerous occasions. For two consecutive years in 2014 and 2015, consulting firm Brand Finance India put LIC among the top three most valuable brands in India across all sectors. In both these years, SBI and Tata were the other two brands. Again, in 2016 and 2017 the LIC occupied the fourth and third positions, respectively. The only other life insurer to make to the top 100 was Max life insurance. The same rating agency listed the LIC at 277th position in its Global 500 brands in 2015. Another consulting firm, Inter Brand, has put the LIC in the top five of its best brands in India along with Tata, Reliance Industries, AirTel, and SBI for two consecutive years in 2014 and 2015. For many years now, Reader’s Digest has been awarding its Trusted Brand award to the LIC in the insurance category. The LIC has figured consistently in The Economic Times brand equity most trusted brand list among the top 50 across all sectors, and usually among the top 3–5 in the service industry.


What then is the LIC? Is it merely a security provider? Or is it a nation builder too? Is it merely the government’s piggybank or a common man’s saving mobiliser too? Is it just a money lender or a financial behemoth too? Is it merely just another PSU or a brand in itself? Is it merely an employment generator or a way of life? The LIC is all these in one; a truly unique jewel in India’s crown.


Through the 10 chapters that follow, readers will find an insider’s perspective of a mighty organization in constant evolution; an organization which has achieved excellence, in the service of the customers who have made it one of India’s most well-known and trusted brands.
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ORGANIZATIONAL ADOLESCENCE







‘The conflict between the need to belong to a group and the need to be seen as unique and individual is the dominant struggle of adolescence.’


– Jeanne Elium




During an international conference hosted by the Federation of Indian Chambers of Commerce and Industry (FICCI) at New Delhi in 1998, the discussions on the sidelines of the summit focussed mostly on unravelling the secrets of the Life Insurance Corporation of India, which appeared to be an impregnable fortress for those aspiring to jump into the soon-to-be opened insurance sector in India. The Malhotra Committee report had already been accepted by the Government of India at a time when liberalization had been sweeping the economic landscape of the country. Well-established players from developed economies were eyeing India’s huge untapped market, as they looked for opportunities for growth outside their own matured domestic markets where they had been experiencing negligible year-on-year growth. Representatives of western insurers were busy trying to understand the market dynamics here. They were excited about entering a market that was considered to be technologically very backward and also poor in consumer experience across all segments. But the enormous volume of business conducted by the LIC, and the huge customer base that the insurer had developed looked formidable as well as enigmatic to them. FICCI had therefore invited a few top officers of the LIC to participate in the deliberations, with a view to provide the foreign insurers an opportunity to learn about its business model and its vast reach. I was also invited by the then Secretary General of FICCI, Amit Mitra, as a speaker, along with J. P. Sharma, the then Senior Divisional Manager, Delhi Division 1, and G. N. Bajpai, the then Zonal Manager, North zone. Our speeches and interactions during the seminars and workshops made the potential investors all the more curious to learn about our organization. This scenario was entirely different from what the media had been projecting about Indian insurers. Newspaper reports reflected euphoria on the part of potential Indian promoters of insurance companies on the assumption that privatization of the sector would eliminate ‘inefficient’ public sector companies which had neither the technology nor the products to cater to India’s fast-growing middle- and upper-class population.


Exactly 16 years after the opening of the sector, Arun Jaitley, the Finance Minister of India, while launching LIC’s 60th Anniversary celebrations at Mumbai, said: ‘LIC, which began in a monopoly environment, stands as a shining example of a state institution standing up to competition.’ Commenting on the LIC’s market leadership even after 16 years of liberalization, the Finance Minister mentioned that ‘in a competitive environment it is always the private sector which flourishes, as it is free from bureaucratic controls and can take market-centric decisions, whereas state instrumentalities are bound by various processes and regulations.’1 He also indicated greater relevance of LIC as the country’s economy grew and expected further expansion in its business.


There cannot be a better testimony to the LIC’s success than the fact that it had AUM worth more than the annual budget of the Government of India. As on 31 March 2017, LIC’s asset size was Rs 25,72,028.34 crores (USD 403.44 billion) while the total budget expenditure of the Government of India for the year 2018–19 has been set at Rs 24,42,213 crores (USD 383.93 billion). With 2048 branch offices, 1401 satellite offices, and a sales force of more than 1.1 million agents. As on 1 September 2017, the LIC serves more than 279 million policies. One of the secrets of the LIC’s wonderful performance is its customer-centricity, reflected in its claim settlement ratio, which was 98.31 per cent as on 31 March 2017. No wonder LIC is rated the No. 1 insurance brand in the country. According to the LIC the diamond jubilee celebration is nothing but ‘60 years of ensuring that everyone feels secure and confident’; LIC has ensured that this trust transcends generations.


In the year 2000, three strong brands—HDFC, ICICI, and Birla—were licensed after the IRDA Act came into force in 1999. Immediately after that, equally great brands—like the Tata group, Bajaj, SBI—secured licences, along with players like MetLife, ING Vysya, Max, and Kotak. By the end of 2001, there were 10 entities who were licensed to transact life insurance business in India, thus ending 44 years of LIC monopoly. All those who had entered the market were formidable Indian brands and they had some of the world’s largest insurers as their joint-venture partners. SBI Life entered the market with the logo and brand power of the State Bank of India, which had presence in more than 7500 locations in the country, and was already a household name as the ‘banker to every Indian’. BNP Paribas Cardif, its technical partner, had vast experience of cross-selling insurance by bundling it with a host of other financial products. It was a leading player in the European market, with footprints across the globe. The SBI, which held 74 per cent of shares, decided to distribute life insurance products through its bank branches; its rural reach was second to none. Similarly, Tata AIG, ICICI Prudential, Bajaj Allianz, and HDFC Standard Life entered the market with the confidence to sway the sentiments of the insuring public in their favour with state-of-the-art technology and innovative insurance solutions backed by the trust that their brands enjoyed in the market. They felt that the big elephant—the LIC—could be brought to its knees faster than the iconic banks when the banking sector had been liberalized. G. N. Bajpai, the former Chairman, recalled—in a recent interaction with LIC officers—that Deepak Parekh had admitted—in one of the A. D. Shroff memorial lectures in Mumbai—that the private sector was expecting to garner a majority market share quickly, as they had done when the banking sector was opened up.


In the life insurance sector, the ground reality was very different from the banking sector. The LIC had been preparing for competition for about 10 to 12 years even before the Malhotra Committee was formed. The LIC’s top management team during the late 1970s and early 1980s knew that LIC had been doing well but not good enough to meet the expectations of the government; and that it was not nimble enough to deliver the benefits of insurance to the ever-growing population in the country. The organization had grown considerably in size, was well managed, and had been generating profit for the government and good return for the policyholders by the time private companies were allowed entry. There was literally no case or complaint of a liability or obligation not honoured by the LIC. The LIC’s record-keeping was so meticulous that policies sold by the 245 insurers, several decades before their takeover by the LIC, were serviced on time and all contractual obligations of the original insurers were honoured without any compromise.


The LIC also contributed large funds for the development of infrastructure and socially-oriented central and state government development schemes. For example, a 1981 advertisement, on the occasion of the LIC’s silver jubilee, announced that the LIC had provided Rs 1200 crores to the State Electricity Boards for urban as well as rural electrification. More than 50 per cent of India’s urban population had benefited from the Rs 322 crores invested by the LIC in water supply and sewerage schemes. Rs 100 crores were invested in projects that focussed on production of sugar, fertilizers, and essential drugs. The LIC had also boosted the financial market by investing Rs 370 crores in shares and debentures of the private sector, as well as by financing small and medium industries through the State Financial Corporations, and other institutions, to the extent of Rs 280 crores.


During that era, there were no housing finance companies; only cooperative housing finance societies existed, in addition to the State Housing Boards, to provide funding for the housing industry. But all of them used to source funds from none other than the LIC; and up to 1981, the LIC had invested Rs 940 crores in this sector. Besides, LIC had set up a Housing and Mortgages department in all the 43 Divisional Offices to lend money directly to the general public for constructing houses or buying flats wherever prevailing law permitted apartment ownership. Moreover, the LIC also provided momentum for development of agricultural production, by financing the agro-industry corporations of the state governments and also the land development banks contributing to the launch of the green revolution in the country. Through its core business operations during the first 25 years of its existence, the LIC provided financial protection to many lakh families. In just 1979–80, the LIC settled seven lakh claims to the tune of Rs 270 crores.2


But in spite of such stellar growth and performance, the LIC had somehow failed to command the respect due to a large corporate. This feeling was further reinforced by the recommendations of the Era Sezhiyan Parliamentary Committee of 1979 formed to look into the working of the LIC and suggest remedial measures. After examining all aspects of the functioning of the LIC, and after interviewing thousands of policyholders and intermediaries, the committee submitted its report to the parliament with the following remarks: ‘. . . in spite of much growth in its business, the LIC has not been able to fulfil some of its primary objectives satisfactorily. It seems that this is at least partly due to its present organizational structure.’ As a sequel to the submission of the report, the Government decided to present a bill in the Lok Sabha and, on 19 December 1983, the bill was introduced in the house. But, on 21 December, the Lok Sabha decided to send the bill to a joint committee of both houses of Parliament for in-depth study of the issue before enacting the bill. Subsequently, on 14 August 1984, the Life Insurance Corporation Bill, 1983, was reintroduced in the Lok Sabha by Mool Chand Daga, Chairman, Joint Committee. The Committee to draft the bill comprised 30 parliamentarians, including Pranab Mukherjee, L. K. Advani, and Rameshwar Thakur, as well as Sunil Maitra, who was closely associated with the trade unions dominating LIC’s industrial relations scenario. The representatives of the Ministry of Finance included A. S. Gupta, current-in-charge LIC, and S. G. Subrahmanyan, Managing Director, LIC. The most important recommendation of the committee was to split LIC into five regional companies and then allow them to work for intensive development of the life insurance business in their respective areas. According to Era Sezhiyan, they were not to compete with each other. It was assumed by the committee that the five units would help in improving the quality of service and products in the insurance sector, and that more focussed business development would lead to faster penetration. The committee had noted that 75 per cent of salary earners were not aware of life insurance. In the lowest income group, the awareness was only 8.3 per cent. In the urban areas, however, 50 per cent of earners knew about the LIC. The committee also noted that: ‘6.2 per cent earners were contacted by the LIC agents during last two years but hardly 1 per cent of the earners among the poor were contacted.’3 The opinion that the LIC should be split was in view of these facts, and also taking a cue from other sources: the speeches in Parliament in connection with the LIC of India Act 1956, by C. D. Deshmukh; Pandit Jawahar Lal Nehru’s comments on the Chagla Commission report on 20 February 1958, that there should not be any hesitation to split the corporation into more entities if the situation so demanded; and also a statement by the Chairman, LIC, before the Estimates Committee of Parliament (1960–61) that when LIC reaches new business of Rs 1000 crores the corporation should be split into more entities.


LIC-ians across the country were heartbroken and disappointed with the committee’s report; from the field agents to top management were proud of their performance and work culture. Everybody used to feel proud of the fact that within 20 years of nationalization LIC had emerged as a strong pan-India organization and had achieved success in distribution of life insurance products in different parts of the country, and in the management of vast life fund for the financing of the ambitious five year plans for building the new India post-independence.


The Central Government did not take any immediate decision on the committee’s report but there was a lurking fear in the minds of LIC employees and officers that the young organization may be dismantled before it attained maturity and fulfilled the objectives that were set for the corporation when the LIC of India Act 1956 was passed by Parliament. J. R. Joshi was the LIC Chairman when the Era Sezhiyan Committee report was tabled in Parliament. In June 1985, however, the government decided to drop the bill, causing comment in Parliament and in the financial market. A. K. Pandya, Additional Secretary (Insurance) in the Finance Ministry informed the media: ‘Officially the move to split the LIC has not been given up. The government’s stand in parliament is that the reintroduction of the bill has been deferred pending its further consideration. The papers will be put up to the cabinet any time now.’ However, India Today reported that the government had already backtracked on its decision in April, when the Prime Minister Rajiv Gandhi wrote to Sunil Maitra, the joint secretary of the All India Insurance Employees’ Association.4 The PM stated that the government had reconsidered the matter and decided not to proceed with the bill to split LIC. This step by the young PM infuriated Sezhiyan, a Janata party leader, who accused the government of breaching privilege by informing Sunil Maitra before informing the Parliament. LIC-ians throughout the country heaved a sigh of relief because they felt that they were doing far better than several other public sector financial institutions and that they were yet to fully evolve into an organization of national importance. They needed some more time to fulfil the remaining expectations of the government and insuring the masses, but they believed that they had embarked upon the right route. Speaking to India Today the then Managing Director, A. S. Gupta said: ‘The split would have created more problems than it would have solved.’


The Era Sezhiyan Committee is generally remembered for recommending the splitting of the LIC, but its report had several other important recommendations that proved very useful for the LIC in drawing up a roadmap for substantially improving functioning; in the course of time, the report proved a blessing in disguise. The leadership of the LIC at that time made the best use of the shock that the organization was subjected to, and initiated several corrective measures that later catapulted the organization into a fast-growing financial conglomerate that would soon touch the lives of billions of Indians in one way or another.


The Committee had observed that the LIC needed to focus on providing insurance cover to the rural and the urban poor. It was pointed out that while 35.1 per cent of the salaried class were insured, only 2.3 per cent of self-employed farmers were insured. The Committee also suggested that the LIC should create cheaper group insurance schemes for the urban and the rural poor, and also hinted at single premium policies for farmers who did not have regular or assured income. It was also suggested by the committee that the LIC should provide financial security to the borrowers of district cooperative banks, and collect premium along with interest on loan so that the family of a deceased loanee would not be burdened with outstanding loan. The Committee also lamented the low return to the policyholders compared to yield offered by other institutions, pointing out that only 3.3 per cent of premium was consumed in settling death claims, and that the LIC had been transferring Rs 3 crore daily into its reserve fund.


This caused unease in top management. However, the note of dissent in the report of the joint parliamentary committee contained a ray of hope. The note included the views of Professor Ishwar Dayal, who had been part of the faculty of IIM Ahmedabad and who had been the architect of SBI’s reorganization a few years before. He had suggested that ‘there should be more decentralization and not splitting up of the LIC . . . the responsibility of intensified development must rest with the Branch and its network should be expanded so that it is easily accessible to the policyholder for total service.’ Explaining the bottleneck in servicing policies, he said that ‘there was a centralized system of record keeping by unit record machines. The number of policies increased and the machines were not able to cope with the additional load. Faster information is necessary about lapsation and various other aspects of working.’


Thus it was, in 1984, that the then Chairman, A. S. Gupta decided to hire the services of Professor Dayal to help diagnose the LIC’s weaknesses and suggest remedial measures for achieving faster growth.
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GROWTH THROUGH DECENTRALIZATION







There is a tide in the affairs of men


Which, taken at the flood, leads on to fortune;


Omitted, all the voyage of their life


Is bound in shallows and in miseries.


On such a full sea are we now afloat;


And we must take the current when it serves,


Or lose our ventures.


– Julius Caesar, Act IV, Scene 3


– William Shakespeare




During the initial years of my career with the LIC, the organization was staffed by extremely talented and committed people. My colleagues in the office and the agents in the field were not only passionately engaged in growth activities but were also emotionally integrated with each other, like family members. This was a unique bond, which persists till today. I also had the privilege of working with some great human beings who inspired me and my friends for several years. But, during the late 1970s and early 1980s, the managers at all levels had started feeling the need to transition to a more customer-friendly work culture and organization structure. The performance had been falling short of the expectations of customers who had been slowly growing conscious of their right and privileges. It was because of this growing consumer awareness that, in 1985, the Consumer Protection Act (COPRA) was enacted. Therefore, before I talk about the changes that the organization embraced, we must understand the scenario in each area of the LIC’s functioning, which obliged the top management to consider undertaking a massive change.


The LIC’s organizational structure included four levels of employees: Class I officers were the managers; Class II were those who were deployed in the field to recruit and supervise the agency organization for business procuration; Class III consisted of all other employees appointed as clerks, placed in various routine and limited supervisory functions; and Class IV employees were those recruited as subordinate staff. As far as the organizational structure was concerned, there were four tiers. At the top was the central office in Mumbai which was responsible for all the corporate level functions: planning and policy formulations, product development, actuarial valuations, market research, high risk underwriting and reinsurance, audit and inspection, consolidation and finalization of accounts, investment of policyholders’ fund, estate management, corporate governance, legal, corporate communications including advertizing and publicity, international operations, grievance and complaints management, personnel administration and HR development, compliance to government guidelines, and various regulations affecting the organization under the Life Insurance Corporation of India Act 1956.


The Chairman of the corporation was empowered to make regulations for enabling smooth functioning of the organization, delivering benefits to the customers and securing welfare of the agents and the employees. The central office handled such matters in coordination with the concerned departments of the central government. These regulations are of the nature of subordinate legislation, hence various departments of the central office often used to spend considerable time on related matters. Various parliamentary committees also keep visiting the LIC offices for oversight as mandated by law. The central office would normally remain busy with such matters round the year and would also be required to submit the LIC’s Annual Report to the Parliament.


For ensuring effective implementation of the policy and programme of the central office, there were five zonal offices, at the second tier: in Mumbai, Delhi, Chennai, Kolkata, and Kanpur. The zonal offices were responsible for guiding and supporting the divisional offices, in the third tier, under their control for new business growth, customer service, and human resource development, besides certain supervisory functions. During early 1980s, the LIC had 43 divisional offices spread throughout the country for sales and service of all of its life insurance products. For support to sales force and for procurement of business at field level, the divisional offices used to operate through 20 to 25 branch offices, which formed the fourth tier of offices. The branch offices were located mostly in district headquarters, and in industrial or commercial agglomerations. The Branch Manager was responsible for training and support to the sales force, comprising agents and the development officers, who were in turn responsible for recruitment of agents and supporting them in the field for procuring new business. The branch managers were also responsible for proper inwarding of proposal forms, new business deposit collection, renewal premium collection, payment of commission to agents, and for coordinating with the divisional office for all customer service requirements.


The divisional office was busiest of all offices and was the centralized hub for rendering all kinds of services to the customers, right from the issue of policy to settlement of claims. This office, headed by a Divisional Manager who was assisted by the Assistant Divisional Managers incharge of each functions like business development, new business, accounts, policy holder servicing, claims, data processing, legal and mortgages and establishment. The Divisional Manager was responsible not only for business development and quality of customer service, but was also responsible for maintaining healthy industrial relations and development and motivation of people for improving efficiency and nurturing an environment conducive for growth. He was also the appointing and disciplinary authority except for the Class I officers.


The branch offices were the only customer-facing offices, but were treated as business procuration centres only. The branch managers had hardly any administrative authority; developing agency organization and procuring business from territory in their jurisdiction were their only responsibilities. All documents concerning new business and customer service were usually forwarded to the concerned departments in the divisional offices where the papers were processed and the required decisions taken. For the agents and the customers the branch office was very much similar to a post office, which confined its activities to forwarding and receiving documents.


Policy Holder Servicing Department





When I was working as an Assistant Administrative Officer in a divisional office, the aforesaid structure was in place. I was posted in the Policy Holder Servicing (PHS) department at Muzaffarpur, in north Bihar, after one year’s rigorous training at the Officers’ Training College, Borivali, Mumbai. Working at the divisional office for the first four years of my career was a great learning experience and gradually I was introduced to the strengths and the weaknesses of the organization that had already become a mighty business entity. The most fascinating part of the organization was its large buildings at all divisional headquarters, generally one of the best in the respective cities, with an air-conditioned floor housing the latest equipment for computing, the IBM machines and a huge record room, neatly maintained and closely regulated for preserving the sanctity of premium payment records and other physical documents covering the whole span of a policy’s life.


The PHS department used to be the largest department; with more than one hundred persons in several small to medium size sections catering to various service requirements of the policyholders. The department was also entrusted with the responsibility of maintaining premium and policy ledgers and policy dockets. The ledger was basically a premium payment record as well as a summary of important transactions conducted during the life time of a policy. The ledger contained policyholders’ address or changes thereof, nomination record with changes, if any, and entries regarding assignment and survival benefit, or loan payment, and so on. The maintenance of ledger was a statutory requirement as per the Insurance Act 1938. The policy docket contained the proposal papers, with supporting documents for age, qualification, health, address, and other details. A copy of the original policy document and all records regarding all subsequent actions on the policy, initiated by the office or the policyholders, were also filed in the same docket. The dockets had to be stacked in a very systematic and meticulous manner as the speed of service delivery was dependent on such records. This was a very space-consuming activity but, as a matter of corporate policy, the LIC would never compromise on the quality of record keeping in any office.


Whenever a communication was received from a policyholder the first action would be to requisition the concerned policy docket through the policy docket requisition card that contained date, policy number, name of the section/department, and signature of the requisitioning staff or officer. The record clerk incharge of the record room would pick out the docket and place the card in its place so that, at any point of time, one could trace where the docket was located and who was using the same. Every evening, the peons would retrieve all the used dockets and return them to the record clerk in-charge of the record room. This clerk would spend his day replacing the requisition card with the original dockets and, in his spare time, he would place new dockets received from the new business department in the racks. His was a very sensitive job, as any missing docket could lead to delay in policy service, resulting in serious public grievance or even put the dealing assistants and officers at considerable risk as they would then be forced to take certain decisions in the absence of adequate information.


In those days, activities concerning all post-sales service requirements were centralized at the divisional office and they were dependent on the efficiency of the postal services. A policyholder or an agent could submit a service request at a branch office but the documents were then forwarded to the divisional office. Policyholders were also advised to write to the concerned divisional office directly. The correspondences were then routed to concerned sections for necessary action. There were different sections for nomination and assignment, policy revival, loan, surrenders, and change of address and transfer of policy from one office to another. Within the PHS department there were two major functions: the salary savings department, and the claims department dealing with both maturity and death claims. All these activities made this department the largest in the divisional office (DO) set up. This department was the best learning ground for young entrants into the Corporation. Most of my batch mates, whose career was meticulously planned by the central office, got posted in this department in 1978. This was a very thrilling time and I would often receive warm words of appreciation from the policyholders more because of LIC’s well-structured system and procedures than due to any personal initiative on my part. For the sake of information, I would like to mention that a set of policy records were also maintained at branch offices (BO) for retrieval of data in case the DO docket was misplaced, and to provide nominal services at branch level. The BO docket contained carbon copies of the proposal review slip, the first commission voucher, etc.


Change of address, registration of nomination, raising loan under a policy, transfer of policies from one office to another office and revival of lapsed policies were the most frequently sought services. All these needed utmost care in handling the matter. For my practical training I and my two other batch mates, C. Mallick and D. K. Mehrotra, were deputed to the Rajkot divisional office. There we observed how the centralized policy servicing activities were undertaken. The system appeared to be quite smooth and also very customer-friendly. The concerned administrative officers would distribute the letters received from the policyholders in the first half hour of the morning among the concerned section heads and they, in turn, would pass on the papers to the dealing assistants who would immediately requisition the policy docket. There were several review slips like the revival review slip, loan review slip, and so on. After examining the matter, the assistant would get approval from the competent authority and then write letters either conveying the decision or, if necessary, calling for further documents or information. Copies were sent to the concerned branch for information of the respective agents, who would take action to ensure immediate compliance. For many activities—like the sanction of loan, assignment of policy in favour of a lender or LIC, and so on—the original policy bond was required. Hence, before closing a query or service request, the policy bond was called for and, pending its submission, the docket was returned to the record room with copies of correspondence duly filed. The policyholder service manual contained detail procedures and everybody was expected to work from the manual. This practice standardized the procedures and ensured that the same methods were followed in all locations.


However, in spite of such standardization, we observed considerable difference in quality of work and productivity between Rajkot and other divisional office where we were posted. In Rajkot, a high degree of professionalism was visible. People used to ensure that no work spilled over to the next day. They were very careful to deal with all the allotted requests/letters from policyholders. Besides, they would complete all ancillary records very meticulously. At the Muzaffarpur office, where I was first posted in the revival section, I observed that many employees—senior to me in age, technical qualifications, and experience—would handle the policyholder’s requirements in a somewhat casual manner. They did not lack in competence but there was definitely some problem with the work culture. Somehow, many employees would not devote all their working hours to their jobs. I observed groups of four to five of them spending the first hour of the day, over cups of tea, in evaluating the policies of central and state governments, or in discussions about the law and order situation in the city or in the state.


While I enjoyed the scenes during the first hour in the Rajkot divisional office, I often felt very miserable at the Muzaffarpur divisional office. My colleagues like M. N. Jha and Jagdish Mahaseth would often counsel me not to be over zealous in enforcing discipline as any such effort could invite serious repercussions: reactions from the trade unions; a reprimand from the Assistant Divisional Manager; and could even lead to my transfer to another, less important department. Hence, I was very careful in managing output from such staff members. Even then, one fine morning I planned to involve a senior employee in work right from the beginning of the day as arrears were mounting up. As soon as he went to his table and began to look casually for some paper, I went to him and requested him to help me in deciding some matter regarding revival of a policy. He looked at me as if I had committed a sin by disturbing him at the golden hour of the morning when he was supposed to meditate and recall topics for discussion with his friends over a cup of tea. The previous evening he had sent me that file with a letter addressed to the policyholder asking him to resubmit the form of ‘Declaration of Good Health’ on the ground that ‘signature not tallying with specimen in our record’. I wanted to tell him that such a request was unnecessary as the signature on the submitted form was attested by a senior agent and the specimen was 10 years old; minor variations could be ignored since everybody’s signature changes with passage of time. He did not reply and walked to the table where his friends were already in serious discussion over some news report regarding Dutta Samant’s call for a strike in Mumbai’s cotton mills and the Shiv Sena’s support to the mill workers who were willing to keep the production line in operation. The debate was about the likely economic damage due to the closure of all large mills in the city and mass retrenchment of the workers, on the one hand, and the right of workers to use strike as an infallible weapon, on the other. I was wondering why these white-collared workers in a city 1800 kilometres away from Mumbai were concerned about textile mill workers there, and why they could not devote time to what they were expected to do.


Such letters sent to policyholders in remote areas within the division would normally take three to four weeks in eliciting a response because all the communications were through the postal service, and the territory of each division of the LIC used to be very wide. Though the LIC had expanded its reach significantly in the first 25 years, in a vast country like India, fast and effective communication with policyholders in remote areas was very difficult; however, it was critical to achieving service excellence. My wish to speed up service delivery put me under serious stress in my first regular assignment, but day-to-day experience slowly helped me achieve equanimity. At this stage, I stopped seeing only the tree while ignoring the forest. I. P. Singh, the Head of the PHS Department, often moderated my enthusiasm to enforce discipline, and trained me to deal effectively with employees who were very senior to me in age, and for whom political issues were more important than corporate objectives.


In spite of struggling in our early days, as new entrants to the LIC we remained proud of our organization because of its accomplishments in little over two decades of nationalization. India’s then Finance Minister, C. Subramaniam had expressed satisfaction over the LIC’s performance in these 20 years and, in his message on 26 August 1976, he stated that he was happy to note ‘that the nationalized industry has expanded from the earlier 97 centres from where 245 insurance companies were operating to as many as 570 centres with over 800 offices. In 1978, we had only 42 DOs in the whole country. Hence, even though our systems and procedures were well laid down, certain factors beyond the control of the employees and the officers, like local work culture, poor logistics, and so on, brought a bad name to the organization, and dragged efficiency below the levels normally expected by the policyholders.


New Business Department





The New Business (NB) department was another important department that was responsible for underwriting of proposals and issue of policies. The major responsibilities of this department included: creation of basic data records; issue of first premium receipt; generation of commission voucher for payment of first commission to agents; and issue of policy bonds to policyholders. The department was also responsible for data creation for business analysis on several counts. Towards the end of every month as well as the financial year, this department used to the busiest as it hurried to process new business sourced by the field force on the last day of each quarter, and the financial year, to add to official business. At year end, resources from all other departments used to be chartered by the NB department to clear the rush of business. It used to be the most happening department of the office during this time. I was often requisitioned by the NB department on such occasions. I enjoyed underwriting proposals, sometimes till midnight, with refreshments being served on pieces of newspaper right on the table. For me, it was like a celebration in the office though, I must admit, reaching home past midnight was a scary experience in Muzaffarpur, a dark city those days because the power supply would not be available for more than couple of hours. Sometimes I wondered whether I was really with an insurance company or with one of the law enforcement agencies.


The flow of business has been seasonal from the beginning, and it has surfaced in the business flow pattern of the private sector as well even today. Perhaps this is the impact of two factors: first, the decision by LIC’s top management to compile business figures every fortnight for upward transmission to the respective higher offices; and second, offer of rebate in income tax (subject to limits) by the government on payment of life insurance premium. The New Business Department therefore had to cope with the disproportionately high flow of proposals at the end of every fortnight, month, quarter, and year. During the late 1970s, the LIC’s procedure had virtually stabilized and the functioning of the NB department used to be almost flawless in many offices except for the fact that there used to be huge backlogs in policy issuance. When I joined the Muzaffarpur division in 1978, I was also occasionally deputed to the NB department to underwrite or to sign policy documents, which would be delivered at intervals to the NB department by the Data Processing (DP) department (then called the Machine Department.)


The delayed delivery of policies used to hurt policyholders the most and this was the biggest source of grievance for customers. Frequent reminders by customers to agents were also big irritants and this used to hurt market sentiments and thereby upset business prospects. On the other hand, agents used to face difficulties as conversion of proposals into policies used to take at least one to two weeks of time. This had a very adverse effect on the business sourcing activities of agents. Their commission payment used to be delayed and would often also face adverse comments from customers who didn’t receive completion advice or policy bond within a reasonable time even after having deposited the money and required papers.


Policy issuance was partially dependent on the productivity of the Machine department where embossing of Adrema plates was done, which were the plates used to print the policy bond and subsequent premium receipts. Adrema (short for ‘Address Machine’) was invented in Germany and was initially used by the German armed forces during the Second World War for keeping records of people enrolled for war related work. 10x4 cm aluminium plates were embossed with requisite information using a press machine and the plates were used subsequently for printing the embossed data repeatedly for the entire term of the policy. The plates had several fields within its rectangular shape for the policy number, plan and term, sum assured, accident benefit if included, mode of payment, premium amount, risk date, date of last payment and date of maturity, the policyholder’s name, address and the name of the nominee. Once the embossing of plate was done, the plate was the most convenient and advanced method of data storage at the time, and one which could be repeatedly used over the life of the policy. Though the initial processing used to take time compared to today technology, by and large the system was doing fine and the field agents had accepted the initial delay as a necessary evil.


Underwriting is the action of undertaking risk on behalf of the insurer by authorized officials. This is done by evaluating the life proposed for insurance cover on the basis of several parameters: age, health, educational background, and health history of close relatives, and so on. Hence, a lot of information through reliable documents was gathered before accepting a proposal. By 1977, the LIC had put in place a comprehensive manual for underwriting activities, to make all concerned staff fully aware of the process and documentation requirements, and thus facilitate both risk assessment and issue of policy in a smooth and speedy manner. The NB Department would issue fresh guidelines from time to time to the field force to make them aware of requirements under different insurance plans and for different scenarios like underwriting for people who had adverse health history or who were not literate or women without earned income, and other such clients.


The practice of centralized underwriting at the divisional office, however, used to cause inconvenience in several ways to the field force. Even though branch officials were expected to scrutinize the proposal and attach all relevant documents, on several occasions, they would send them to the divisional office without one or the other document. The agents were also trained on this issue from time to time. They were instructed to conduct what we used to call ‘field underwriting’ which stood for screening of the proposal at the time of obtaining the same from the prospective customer to ensure that all the documents and information required for underwriting were available or enclosed to the proposal. The idea was to ensure that time was not lost in calling for additional requirements except where the underwriter exercised his discretion to call for additional information for underwriting a risk. ‘First time right’ used to be our slogan for the field force. But a substantial amount of business used to be secured through newly appointed agents, and their proposals would be largely deficient in this regard. The development officers were also supposed to check the proposals before submitting them to the branch. Some of them would take pains to ensure that proposal papers reached the divisional office in ‘First Time Right’ condition. Once, we were travelling late in the evening with my branch manager in the deep rural interiors of Vaishali district of Bihar, in the month of March. We noticed from a distance that a person was working on a pile of documents, sitting in the veranda under a lantern at his home. As we drove up, the Branch Manager realized that the person was Mr Choudhary, a senior development officer attached to the Hajipur branch office. Mr Choudhary was scrutinizing all the proposal papers he had collected from the agents in his team during the day’s fieldwork. He had no time other than the evening hours to check and ensure that all the papers were complete. He told us that the next day, too, he would be touring his area for the whole day to procure new business through agents who had promised good business but had not been able to show good results till then. Before starting his field visits, he had planned to deposit all the papers in the branch office by 10:30 a.m. It was an amazing sight and experience for a young officer like me. Later, during our return journey, Purandar Choudhary, BM of Hajipur Branch, with whom I was posted as Assistant Branch Manager (Administration) and who had spent more than 25 years in the organization, told me that the LIC had grown big because there were several such workers in the field who procured business by travelling in the field even on hot summer days or during rains or in biting cold as the pressure to achieve the target increased. Choudhary was a school teacher in Champaran district of Bihar when a Development Officer offered him LIC’s agency. In course of time, he found the agency so rewarding that he resigned as a teacher and started working as a full-time agent. As he was very successful as an agent, he was later appointed as a Development Officer. In course of time, he was elevated to the rank of ABM and BM.


Similar efforts were noticeable from the senior and top-ranking agents in collecting papers ‘First Time Right’ and thus facilitating quick completion of proposals, immediate issue of FPR, and early payment of commission. There were many agents who had privately hired young and educated boys or girls to take care of the paper work. Like true professionals, they had been devoting more time to actual sales activities, and employed to take care of back office jobs. Normally papers submitted by such agents were found to be good in quality.


Despite this, the number of queries raised by the NB department of the divisional office used to be quite large, and this situation very adversely impacted the LIC’s image among proposers and also affected the morale of the field force. A query used to take three to four days to merely reach the branch office, and a further five to six days were consumed in responding to the query, after contacting the proposers and obtaining information and supporting documents from them. Recheck of height and weight measurement was one of the most common requirements, and one of the more difficult ones. The recheck needed presence of the proposer, the agent, and a Class 1 officer of the LIC or a medical examiner, in case the proposal was under medical scheme. Bringing everybody together was a very difficult job for the agent. Sometimes, at the end of December or March, the divisional managers would depute a team of a couple of officers from the divisional office, to highly productive branch offices for on the spot underwriting and instant resolution of queries. This method was used to minimize problems for the field force and expedite completion of proposals, a major concern for the management teams at all levels. The agents and development officers used to be very happy with such arrangements and would often work with the DO team up to midnight to ensure maximum completion of proposals, which also enabled them to achieve the targets required for winning various awards or recognition. In the process, many part timers were able to complete their minimum business guarantee for their agency years. But these practices pointed to the need for a major reform that would not only make life convenient for all concerned but would also enable the field agents to focus on enhancing productivity.


Accounts Department





The Accounts Department consolidated the accounts of the branch offices on a day-to-day basis. The department was responsible for all payments such as statutory liabilities, policy outgo, and all management expenses. Reconciliation of all bank accounts and internal ledgers was an ongoing exercise but, periodically, the department had to prepare trial balance as well. Another very interesting and important task for the department was to monitor, and often estimate, fund flow for the purpose of investment by the central office. No rupee was supposed to be idling in our current account even for a day.


Those days when I had been undergoing training, I found the inputs given by Professor K. R. Kulkarni, in the sessions for accounting procedure and practices of the LIC, quite confusing. I had no prior knowledge of accounts as it was never a part of my curriculum in the university, which was the case with most of my batch-mates. Ironically, though, a few of us started our careers in the Accounts department. During the first five to six years of my working in different roles in the LIC’s offices, I observed that accounting practices at both BO and DO level were very sound and fool proof, duly monitored and audited round the year. I would again mention the manual that made the working of the department not only easy but also protected against possible irregularities. The first lesson that I had learnt during practical training was on the art and principles of writing a cheque. This seemed to be a simple job as anybody who opened a bank account used to write cheques those days. But the Section Head at Rajkot trained me to write cheques in such a manner as to prevent fraud or misuse by manipulating entries on the cheque. He even taught me how to enter ‘paisa’ in words so that the figure would not be read as rupee and what precautions to take while writing the payee’s name. Today, I find even bankers who write cheques in a manner that makes such instruments vulnerable to manipulations, and I realise the importance of training in attention to detail.


Control on pre-printed receipt, and maintenance of branch premium cash book, deposit cash book and daily cash balance book were very clearly defined in the manual. Everybody in the organization was trained to observe its sanctity. All transactions in the organization are effected on the basis of the Financial Power Standing Order, which was updated and amended from time to time as per the requirements of the organization. All expenses were made after approval of the competent authority and within the limits sanctioned as per the annual budget. I would like to mention two specific notings in the standing order. First, nobody could sanction a payment unless the power to do so was specifically delegated to him. Power did not flow to an employee or an officer merely because of rank or office. The exception was only for the head of an office. Second, there was a specific suggestion to all employees that, while spending the LIC’s money one should be as careful as when spending one’s own money. This reminder dissuaded people from splurging the LIC’s fund on any pretext. During the course of my growth in the organization, I noted that whenever an irregularity was detected the cause was always traced to non-adherence to the guidelines in the manual at some stage. Strict financial discipline and meticulous maintenance of accounts are two things I always considered to be as important as growth of business, in the LIC’s ability to generate wealth on such a large scale.
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