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(i) Situation arising out of Implementation of various rules by the LIC and GIC adversaly affecting the
Income, Service Conditions and Interests of Development Officers and Filed Staff of the Corporations
and steps taken by the Government in regard thereto

Title: Shri Chandrakant Khaire called the attention of the Minister of Finance to the situation arising out of
implementation of various rules by the LIC and GIC adversely affecting the income, service conditions and interests
of Development officers and Field staff of the Corporations and steps taken by the Government in regard thereto.

SHRI CHANDRAKANT KHAIRE (AURANGABAD, MAHARASHTRA): Sir, | call the attention of the Minister of
Finance to the following matter of urgent public importance and request that he may make a statement thereon:

"The situation arising out of implementation of various rules by the Life Insurance Corporation and
General Insurance Corporation adversely affecting the income, service conditions and interests of
Development Officers and Field Staff of the Corporations and steps taken by the Government in regard
thereto."

* THE MINISTER OF FINANCE (SHRI P. CHIDAMBARAM): Sir, the Development Officers of Life Insurance
Corporation of India (LIC) are salaried employees. They receive, in addition to salary, incentive bonus, conveyance
allowance, additional conveyance allowance and reimbursement of expenses, depending upon the premium income
brought in by the agents working under them.

The scheme of incentive bonus for Development Officers is formulated by the LIC and is modified from time to time.
The last Incentive Bonus Scheme, 2000 and Reimbursement of Expenses Scheme, 2000 came to an end on
31.8.2004. The new Growth-Oriented Incentive Bonus Scheme was approved by the Board of LIC, taking into
account the rapidly growing competition in the insurance sector. In an increasingly competitive environment, LIC is
losing its market share and unless effective steps are taken to regain it, the Corporation would stand the risk of
losing its status as the dominant player, in years to come.

LIC had to revise the existing schemes which though quite liberal, could not effectively motivate all Development
Officers and many of them were

performing below par. Many Development Officers were excessively dependent on a few result-oriented agents and
did not recruit new agents. Large-scale termination of agents affected the business growth of LIC resulting in failure
to achieve budgeted targets. The earlier schemes were not linked to the performance in marketing of certain
product segments like pension, unit-linked products etc. in which private life insurance companies are dominating
the market. Apart from this, reimbursement of expenses and large payments under additional conveyance
allowance to Development Officers were leading to administrative problems as well as litigation with tax authorities.

The Corporation wanted to address issues like controlling lapsation of policies, inadequate recruitment, quality of
agents and quality of business by arresting number of early death claims etc. To address the deficiencies of earlier
schemes, a new Growth-Oriented Incentive Bonus Scheme, 2004 has been introduced by merging Incentive Bonus
Scheme, Reimbursement of Expenses Scheme and Additional Conveyance Allowance Scheme, into one. This
would avoid administrative problems as well as litigation with tax authorities. It has introduced a graded system of
credit, making the Development Officer responsible for growth of business, thus creating opportunities to earn
higher incentives. Among other things, it provides for minimum number of agents, debit for absence or low
recruitment and also termination. It has revised the cost ratio and fixed a quota of minimum number of lives covered.

LIC has implemented the new scheme after holding a series of consultations with the representatives of
Development Officers. The proposed scheme was given to the representatives of the National Federation of Field
Workers of India (NFIFWI) on 12.8.2004 and thereafter a series of discussions were held by LIC with NFIFWI
representatives on different dates. On the basis of representations, a number of modifications were carried out in
the scheme and, wherever relaxations were warranted, they were incorporated in the notified scheme.

The scheme is cost effective and performance oriented. Development Officers operating at higher cost ratio levels
will tend to move towards lower cost ratio levels, leading to greater economy of operations and qualitative
improvement in performance. At the same time, the scheme would provide opportunities to earn higher incentive
bonus through productivity linked performance.

So far as the General Insurance Corporation is concerned, it is in reinsurance business and does not have any



Development Officers.

* Statement was also placed in the Library. See No. LT 1069/04
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THE MINISTER OF STATE OF THE MINISTRY OF SCIENCE & TECHNOLOGY AND MINISTER OF STATE OF
THE DEPARTMENT OF OCEAN DEVELOPMENT (SHRI KAPIL SIBAL): Please call the attention of the Finance
Minister to some of these questions. Please ask questions and do not make a speech.
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SHRI P. CHIDAMBARAM : This is not Half-an-Hour discussion. This is only a Calling Attention. You can only ask
clarificatory questions. ...(Interruptions)

Tl AEleg [ WY Sff, M9 SqHhivT Y AT 8, o WA S| Wy 3t fafte 2| Thew ee T 399X 3116 <) B arel Bt goirord
& &, 9 FHE T

#t dgpia @R : Fifer- e ¥ g9 @ Al wdhd &1 g3 Q-d Bere ok ffg) F @8 ve € 5 sra-srer arommeit @ S 4w A€ (=@
TUTH) TASEH! BT ST 9T Hierem &1 W1 &, SHD an d A7 #oit ot e e | 69 1956 W U+t I8 weer aer <&t ¥ 3% gwd i sricier
B %@ 8, SEP NG ft amudt e Rar 21 &€ (aur) F smud wew | g w3 St @1 e 19700 S Sgerwie ofifvadd €, St 3R
faaT=T A&t | 31T IThT HREUT BIY, ST =g Y 3R I ugel st fRufa # wRed | €| (araum)

MR. CHAIRMAN: Nothing will go on record.
(Interruptions)™
* Not Recorded

MR. CHAIRMAN: Now, Shri Basu Deb Acharia. Please do not make a speech. You can only ask clarificatory
questions.

SHRI BASU DEB ACHARIA (BANKURA): Sir, the Development Officers and the Agents of Life Insurance
Corporation of India are the backbone of LIC. And because of their sincere efforts, the Life Insurance Corporation of
India, which was nationalised in 1953, has achieved a great success. With Rs. 5 crore equity participation of the
Government, it has contributed one thousand crores of rupees for the development of the country.

The Minister has stated that in order to make LIC more competitive, they are curtailing the benefits and the facilities
which they are enjoying since 1953. Why did the Government of India or LIC Board feel today that the facilities
which are being enjoyed by 9,700 Development Officers should be curtailed to make it cost effective? The earlier
scheme was not expensive. ...(Interruptions)

MR. CHAIRMAN: Please put your questions.
SHRI BASU DEB ACHARIA : Sir, | am coming to the question.

The cost of the Development Officers — the Corporation had received Rs. 54,603 crore by way of premium in the
year 2002-03 - only constitute about 1.3 per cent of the premium. Sir, Rs. 54,000 crore was the premium and the
cost of the Development Officers was only 1.3 per cent of the premium collected in that particular year.

Sir, it is because of this scheme, there has been a demoralising effect since it has been unilaterally announced and
notified by the Chairman of LIC. There had been six meetings. None of the suggestions, which were given by the
federation, was accepted by the LIC Board. They unilaterally imposed it upon the Development Officers. As a result
of this, there has been agitation, and because of this, the LIC is losing its market share by two per cent.

Sir, this new incentive scheme will not make the LIC competitive, rather the private companies, which are doing
business in our country, which are being allowed by amending the Act, are gradually encroaching, and their market
share is on the increase. | want to know, because there is agitation and demoralisation effect and de-motivation
among the Development Officers, in order to have further consultation, whether the Finance Minister would ask the
Board to hold discussions with the federation. Till that date, the implementation of the scheme be put on hold so
that the LIC is not ruined, and LIC is safe, because their demand is to save the LIC.

MR. CHAIRMAN : Shri Basu Deb Acharia, the time is limited. You see the time also.

SHRI BASU DEB ACHARIA : There is another problem which has been faced by the field workers because of
appointment of brokers and bank insurance. This has threatened the livelihood of 11 lakh LIC agents.

MR. CHAIRMAN: Please allow another hon. Member to ask question.
SHRI BASU DEB ACHARIA (BANKURA): So, | want to know from the Minister whether the Ministry would consider



the request, the demand of the 9,700 Development Officers and 11 lakh LIC agents so that their livelihoods are not
adversely affected and they are not thrown out of their jobs.

SHRI P.S. GADHAVI (KUTCH): Sir, | associate myself with Shri Chandrakant Khaire.
MR. CHAIRMAN: Now, Shri Vasudevan Nair. You ask only one question.

SHRI P.K. VASUDEVAN NAIR (THIRUVANANTHAPURAM): Mr. Chairman, Sir, | very well remember the
assurances.

MR. CHAIRMAN: Please put a straight question because time is limited. The hon. Speaker has allowed only
questions to be put.

SHRI P.K. VASUDEVAN NAIR : | know that. But we are sitting here from the morning. If you want, | will sit down.
SHRI P. CHIDAMBARAM: The time is running out.

SHRI GURUDAS DASGUPTA (PANSKURA): There can be an extension of the House by a few minutes. What is
the harmin it? It is within your rights to extend it. ...(Interruptions)

MR. CHAIRMAN: Otherwise, we have to extend the time also.

SHRI P.K. VASUDEVAN NAIR : Sir, | want to say something which is reasonable. | remember how the Government,
including the present Minister, had assured, while opening the public sector corporations like the LIC, GIC, etc., for
competition, that they would take steps to protect the public sector organisations and that our intention is not to
liquidate and close down these organisations. Sir, | am afraid that a unilateral step taken by the Government on the
existing facilities enjoyed by the Development Officers and other staff has created so much of frustration and
discontent among the people who would really uphold these corporations. | am sure the Minister will take necessary
steps. ...(Interruptions)
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SHRI P. CHIDAMBARAM: | noted his point.
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MR. CHAIRMAN : Hon. Minister, please.

SHRI P.S. GADHAVI : Please associate our feelingsa€; (Interruption)
SHRI P. CHIDAMBARAM: Yes, | accepted your association.

SHRI P.S. GADHAVI : Our association may kindly be noted.

SHRI P. CHIDAMBARAM : Mr. Chairman, Sir, let me assure the hon. Members, it is my intention to make LIC
stronger and more competitive.

After a long gap, | held a meeting in Mumbai for about two hours with the Chairman and all senior officers of LIC. An
action plan has been chalked out. LIC would make every effort to retain a market share of about 90 to 95 per cent.
Let there be no doubt: it is my intention to make LIC stronger. But let us not have misplaced sympathy for a certain
section of people who have enjoyed a very comfortable existence and there is no commensurate return to the
Corporation. Let me give you some hard figures.

In 2001-2002, the first premium income, which is new business, of LIC was Rs. 14,843 crore. In 2002-2003, the next
year, it came down to Rs. 9,689 crore, a decline of 34 per cent. In 2003-2004, it again came down to Rs. 8,567
crore, a decline of 11.6 per cent. This year, | have set a target of Rs. 11,565 crore, to go back to at least near the
2001-2002 level. In the meanwhile, what has happened? ...(Interruptions)

Just a moment, please allow me to answer. Otherwise, | would sit down. Please listen to me. ...(Interruptions)

The total of incentive bonus, conveyance allowance, and reimbursement of expenses plus salary has increased in
the same period from Rs. 1,166 crore to Rs. 1,346 crore. It is an increase of 14 per cent in 2002-2003 and two per
cent in 2003-2004. Now, what does this mean?

There is one Development Officer who got incentive, conveyance allowance, and expense allowance of Rs. 1.23
crore. Three hundred and seventy-eight Development Officers have got more than Rs. 10 lakh. If you take the total
establishment expenses of 19,281 Officers, it is Rs. 1,346 crore. The average comes to Rs. 6,73,000 a year. These
are not poor people. They are doing work. They should be compensated. But let us not assume that these are poor
people below the poverty line who are suffering and that their bread and butter is being taken away.

We have to go back to the level of over Rs. 10,000 crore FPI. In the last two years, it has come down to Rs. 9,689
crore and Rs. 8,567 crore. Therefore, we have made this performance oriented and linked it to performance. A man
who performs would get more than what he earned last year. A man who does not perform, a man who does not
recruit new agents and a man who simply is happy with renewal premiums and is not concentrating on FPI would
not get what he earned last year.

We are paying Rs. 6,73,000 on an average and the highest performer gets Rs. 1.23 crore. Parliament is entitled to
debate but this is a management function. We talk about autonomy to LIC. | want to give autonomy to LIC and hold
them accountable on the bottomline. | would ask them to show me the balance sheet at the end of the year and |
would hold them accountable. How they run their business, how they work the incentive schemes, and how they get
performance out of their employees are management functions. | would respectfully tell all hon. Members that we
should not interfere with every single management function.

Six meetings were held. | have got a whole chart here. The original scheme proposed is in column 2 of this chart.
The revised final scheme, which is a substantial modification of the original scheme, after taking into account the
views of the Development Officers, is in column 3. New clauses were added, which were not in the original scheme.
At the instance of Development Officers, we have added new clauses. | have gone through them myself and as
Minister | am completely satisfied with what has been done, with extensive discussions and extensive negotiations.
A proper scheme has been framed. | would humbly appeal to hon. Members, let us allow LIC to function as an
organisation with commercial and business autonomy. We would call them to account when they present their
Annual Report. Let us debate their Annual Report but | do not think we should interfere with the management
decision of LIC. ...(Interruptions)

MR. CHAIRMAN : No clarifications are allowed.

...(Interruptions)
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SHRI P. CHIDAMBARAM: Shri Chandrakant Khaire, please listen to me. Let us wait for the year to be over. Let us
see what the performance is and then we will look at the matter. Let us not interfere, at this stage, with LIC's
commercial autonomy. Let the year come to an end and we will review the matter in April.



