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LOK SABHA DEBATES
(Part I—Questions aad Answers)

607
LOK SABHA 

Saturday, 3rd March, 1956

The Lok Sabha met at Eleven of 
the Clock.

[Mr . D eputy  Speaker in the Chair]
O R A L ANSWER TO QUESTION 

Short Notice Question and 
A nswer 

Chhad— Bet

SJV.Q. No. 3. Shri Gidwani : Will 
the Prime Minister be pleased to 
state:

(a) whether the Pakistan Army in
truders who had trespassed into 
Indian territory and entrenched them
selves on Chhad-Bet in the Rann of 
Kutch have withdrawn from there;

(h) if so, when;
(c) whether the attention of Gov

ernment has been drawn to the 
handout issued by the Pakistan Gov
ernment and published in the Indian 
Press on the 27th February, 1956 
claiming Chhad-Bet in Rann of Kutch 
as part of Pakistan territory and that 
the Indian Government had never 
been in possession of that area nor 
had they exercised any administra
tive control over it at any time;

(d) whether Pakistan Government 
have suggested to the Government of 
India to hold an Indo-Pakistan Con
ference to settle peacefully the issue 
arising out of the recent clash bet
ween Pakistan and Indian forces in 
the Rann of Kutch; and

(e) if so, the reaction of Govern
ment thereto?

Tlie Prime Minister and Minister of 
External Affairs (Shri JawahwM 
Nehru): Perhaps it be better if in 
answer to this question I make a 
brief statement.

Chhad-Bet is a grazing area slightly 
above the general level of the Rann 
of Kutch. It is surrounded by a 
low-lying area which becomes in
undated during the monsoon. It is

1—56 Lok Sabha.

60ft
4-6 miles south of the boundary bet
ween Kutch and Sind (now West 
Pakistan).

2. The Pakistani armed personnel 
who had intruded in this area bet
ween the 17th and 19th of February 
have withdrawn and the control of 
Kutch State authorities has been re
established since the evening of tihe 
25th February. 1956.

3. The statement made in the hand
out issued by the West Pakistan Gov
ernment and published in the Indian 
Press on 27th February claiming 
Chhad-Bet in the Rann of Kutch as 
part of Pakistan territory and suggest
ing that the Indian Government had 
never been in possession of, nor had 
exercised any administrative control 
over that area at any time is entirely 
divorced from the facts of the case, 
which are as follows: —

The boundary between Kutch and 
Sind (now West Pakistan) which runs 
along the northern limits of the Rann 
of Kutch has never been in dispute, 
except for a portion of the North
Western area of the Rann of Kutch. 
This dispute was discussed between
Sind and Kutch and a settlement
arrived at in 1913. The boundary in 
this area was surveyed and demar
cated according to the settkaient of 
1913 by construction of pillars on the 
ground in 1923-24.

The Rann of Kutch is almost unin
habited but as Chhad-Bet is good 
grazing ground the Kutch Govern
ment have been controlling this gra
zing and levying fees for the grazing 
concession and in recent years have 
been leasing the area to contractors 
who collect gazing fees. Kutch
Police patrols visit the area every 8
or 10 days.

The Government of Pakistan raised 
the issue of the boundary between 
Kutch and Sind being in dispute in
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1948 anti proposed the setting ̂  of 
a Joint Boundary Cfinmission. The 
Government of India iirfonried them 
that there never had been any dispute 
jabout this boundary after the 1913 
Settlement and the subsequent 
marcation in 1923-24, and thCTefore . 
declined to accept the suggestion'of 
a Joint Boundary Commission. After 
a lapse of about 5 years the Pakistan 
Government raised the issue again 
and claimed the middle line of the 
Rann of Kutch as ^he boundary bet
ween Sind and Kutch. A  full and 
detailed reply to Pakistan's conten
tion was sent to Pakistan Government 
in May 1955. No reply to this note 
nor to a later note of protest on the 
12th January, 1956 in respect of 
Pakistani incursions into Chhad-Bet, 
has been received.

4. The Government of Pakistan 
suggested to us in a communication 
dated the 24th February 1956, that 
the respective district officers or divi
sional commissioners or Inspectors 
General of Police should meet and 
discuss the incident in accordance 
with the procedure laid down for 
settlement of border • incidents in an 
Agreement of 1948. This Agreement 
does not apply in a case like the 
present incident which involves ques
tions of poKcy and in which there 
was a deliberate violation of Indian 
territory by Pakistani armed personnel 
who made an unprovoked attack on 
Indian military patrol on Indian soil. 
However, as the Government of India 
are anxious to maintain friendly rela
tions with Pakistan, and are always 
willing to discuss any matters of 
common interest to the two Govern
ments, they have informed the Gov
ernment of Pakistan that, in the 
interest of maintaining a peaceful and 
amicable atmosphere between the two 
countries, they would be prepared to 
consider and discuss at Government 
level any views that the Government 
of Pakistan might advance in reply 
to the notes sent to them through 
the Indian High Commission on the 
9th May, 1955 and the 12th January,
1956.

Shri Gidwiiiii: Are the Government 
aware that U.S.A. is supplying arms

and modem weapons of war to 
Pakistan in l^ge , quantities and it is 
eWdent that due fS this fact the Pakis
tan authorities have been emlx^ened 
to create trouble on the border repeat
edly and trespass into Indian territory? 
Will the Prime Minister be pleas^ 
to bring this fact to the notice of Mr. 
Pulles, the U. S. Secretary of State 
at the time of their talks during this 
month?

Mr. Depnty-Speaker: It is a sugges
tion for action.

Shri JawalMvla] Nehru: Government 
are certainly aware that arms have 
been, and are being, supplied to 
Pakistan. In what quantity, natural
ly, we cannot say defiiiitely. As 
regards what the hon. Member has 
suggested, I would submit that no 
answer is necessary. ^

VTRo qno ^

 ̂ ^  fOTr «TT

\

I  # fsFT ^

’TTJfnt ^  \ -
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Dr. Ram Subhag S li^ :  Having
jegard to the calculated effort made 
by the Government ot Pakistan in 
advancing their claims for Chhad- 
Bet, may I know why the Govern
ment of India did not post a firm 
patrol there in the Chhad-Bet area 
so as not to allow any trespassing  ̂
into that region? ;

Shri Jawaharlal Nehru: The Indo-, 
Pakistan border— I do not remember 
the exact length of it— runs, 1 ‘ sup
pose, about 1,800 or 2,000 miles. We 
•cannot have posts every few yards in 
that frontier. We do patrol it and 
we are fairly well protected, but it 
is always conceivable for any group 
of men— leave out Government—
any dacoits to pass the frontier from 
that side to this or from this side to 
that.

Shri S. V. Ramaswamy: May I know 
if this boundary mark is fixed with 
reference to latitudes and longitudes 
or with reference to survey marks in 
either territory and, if so, whether 
they are in tact.

Shri Jawaharlal Nehm: I am afraid 
I do ^pt know.

Dr. laaiOL Simdanuii: Apart from 
the normal diplomatic approach to 
Pakistap on questions of this charac
ter. is there any special machinery

provBed under the RadcMe or 
other^Awards |pr d i^ s a l  of disputes 
of this character and, if not, whether 
Government propose to set up a 
machinery for quicker disposal of 

^ e se  matters?

Shri Jawaharlal Nehro: So far as
this particular matter is concerned, in 
our opinion, it is not a matter at all 
for consideration and 'disposal. The 
normal machinery to whidi Pakistan 
has referred are for petty border in
cidents which can be dealt' with by 
the local officers. There are many 
such incidents— anti-social elements
going across this side and that side, 
and there are incidents to be dealt 
with by the |wlice people or the ma
gistrates on either side. But obvious
ly the policemen or the magistrates 
cannot deal with matters of a much 
higher importance like this where 
they claim a bit of territory. That 
can only be dealt with by the two 
Governments directly by their repre
sentatives, whatever it may be. The 
hon. Member will remember that I 
have stated that this question was 
raised first in 1948 and it was reject
ed. Then, about eight or nine months 
ago, letters were sent to them. No 
reply has yet been received to what 
we had stated then.
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L O K  SABHA 

Saturday, 3rd March, 1956

The Lok Sabha m et at Eleven o f the 
Clock

[M r . D e p u t y -S p e a k e r  in the Chair] 

QUESTIONS AND ANSWERS 

(See  Part I)

11 A.M.

MOTIONS FOR ADJOURNM ENT

L e a k a g e  o f  b u d g e t  p r o p o s a l s

Mr. Dteputy-Speaker: I have receiv-
ed notices of two adjournment motions, 
one from Shri A. K. Gopalan and the 
other from Dr. Lanka Sundaram. I will 
now read the first adjournment motion: 

“The alleged leakage of budget 
proposals in Bombay before it was 
formally presented to the Parliament.
It is reported in the Press that cyclo- 
styled copies of the budget pro-
posals were sold in Bombay and 
these copies tallied word to word 
with the proposals presented to the 
Parliament by the Finance Minis-
ter. It is also learnt that the Gov-
ernment of Bombay received in-
formation of this leakage prior to 
the presentation.” -
The other motion reads th u s :

“To discuss a specific matter of 
urgent public importance, namely, 
serious allegation of leakage of the 
Finance Bill p ro i^ a ls  in Bombay 
and other places in India.”

Dr. Lanka Sandaram (Visakhapat- 
n am ): This is not the first occasion
when a matter of such a ve ir serious 
nature has been sought to be raised. Last 
year, I think on the 5th March, a simi-
lar point was raised by me here and 
then the Minister concerned said, “I 
very much regret the m isuke” and then 
he gave assurances that such mistakes 
would be avoided. I consider that this 
is an express breach of privilege of the 
whole House and it is for you, after
1— 15 Lok Sabha

what the Minister has to say on this 
matter, to consider the next step. If you 
are satisfied that a prima facie case 
has been made out regarding this allega-
tion, it is for you to refer this matter 
to the Committee of Privileges which 
will go into it specifically and compre-
hensively, because, what you call, the 
perfunctory approaches of Government 
to questions of this character as on the 
previous occasions do not solve the
problem.

The Prime Minister and Minister gl'' 
External A ffd n  (Shri Jawaharial
N ehm ): I entirely agree with the hon. 
Member that any kind of leakage, more 
especially any leakage of the budget 
proposals, is a serious matter, and ever 
since this has come to our notice— this 
came recently— ŵe have been exercised, 
— more especially the Finance Minister 
has been exercised— and concerned 
about these matters. But I would sub-
mit that the first step to be taken is to
enquire into it exactly, in so far as we 
can enquire into it, and report to this 
House, and then it would be for this 
House to consider how else to deal with 
it. In making this statement, I may 
mention on behalf of the Home Minis-
ter, that he has already taken some 
action to enquire into this matter as 
fully as can be done.

Shri A. K. Gopalan (Cannanore): I
am satisfied with what the Prime Minis-
ter has said. But what I want to say is, it 
has been reported in the press and it is 
a very serious matter, because the re-
port says that cyclostyled copies had 
been got by some people and they tallied 
word by word with what the Finance 
Minister has said. If the paper publishes 
such a thing, certainly the paper must 
have had some information about it and 
it is also a very serious matter, namely, 
that cyclostyled copies are given. So, I 
think it should be taken very seriously 
especially because it came in such a way 
that before the budget was presented to 
the House, cyclostyled copies had been 
taken and sold. So, I request the Prime 
Minister to note that this it an import-
ant matter and if that news is not cor-
rect, that also should be taken into con-
sideration.
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Shrl lawaharlal N ehru : I have al-
ready said thiat we view this m atter with 
very great concern. It is a very im- 
m rtan t m atter quite apart from the 
fact that in the present instance it did 
not make much difference; the nature 
of the proposals is such that they could 
not make much difference to anybody, 
neither here nor there. But the im-
portant thing is the leakage.

Dr. Lanka Sundjunun: Yesterday,
such a senior Member of the Lok Sabha 
a!> Shrl Gadgil quoted from the Bombay 
Samachar and specifically made the 
point that the entire stock of cloth had 
disappeared underground and that avoi-
dance of taxation has thus taken 
place. It is not a small matter.

Shri lawaharlal N ehru : W hat I ven-
tured to say was that the nature of the 
proposals was such— I am speaking per-
haps without any expert knowledge—  
and what the House has heard was such 
that it was not easy for any one to take 
much advantage. Perhaps I might be 
misUken. But the point is, the hon. 
Member opposite said something about 
the cyclostyled copies. Of course, I could 
not say much without fuller informa-
tion ; but the fact that c y c lo s t^ ^  
copies were sent i$ not important, ^ e  
man who got the information, seeing 
the advantage of it, got it cyclostyled 
and tried to sell it possibly. But the 
leakage is very important and so far as 
we know, some kind of information, 
some information through some Minis-
try, leaked out at an earlier stage when 
the matter was under consideration not 
on the file. W hat leaked out is not the 
final thing, the language, the words, etc. 
When a man has got it out, he evident-
ly copies it out and it is sold for his 
own advantage and to persons who 
might be interested in it probably. But, 
as I said, I would like the Home Mi-
nister to make a fuller statement after 
enqidry.

Dr. Lanka Sundaram : If I may in-
terrupt, there is one point to  which I 
should like to invite the attention of the 
Chair in particular and the House. The 
House will require information on that 
matter. None of us are willing to pre-
judge the issues. We want an assurance 
that this mater will not only be speeded 
up and reported to  the House but will 
go before the Committee of Privileges 
if there is a prima facie case of leakage. 
Even the Prime Minister said that there 
must have been a leakage.

Shrl lawaharlal Nehru t All I can tay
is that this matter would be fully en-
quired into, is being enquired into, and 
the report will be placed before the 
House by the Home Minister or a 
Member of the Government. After that, 
it is for the Chair, for the House, to 
determine how to proceed with it.

Mr. Deputy-Speaker: In view of the 
fact that Government— the Home Mi-
nister and the Government as a whole' 
— ha« already taken steps to investigate 
into this m atter and in view of the 
statement of the hon. Prime Minister 
that after enquiry the report will be 
placed before the Lok Sabha and that 
thereafter it is for the Lok Sabha to 
consider what further steps have to be 
taken, I do not propose to give consent 
to the motions for adjournment.

PAPER LAID  ON TH E TABLE

H i g h  C o u r t  J u d g e s  ("Pa r t  A S t a t e s ) 
R u l e s

The Minister hi die Mlnktry of Home 
ASahn (Shfl Datar): I beg to  lay on (he 
Table, under sub-section (3) of section 
24 of the High Court Judges (Condi-
tions of Service) Act, 1954, a copy of 
the High Court Judges (Part A States) 
Rules, 1956.[ Placed in the Library. See 
No. S— 74/56.]

STATEM ENT RE. PRINTING 
ERRORS IN FIN A N C E BILL

The Minister of Finance (Shri C. D. 
Deshmukh): With your permission I
should like to make a statement. I find 
that in the Finance Bill, 1956 which I 
introduced in the Lok Sabha on the 
20th February, there is a printer’s error 
of some consequence in the 7th line of 
clause 30 at page 15 of the Bill. The 
object of clause 30 is, as explained in 
the note on this clause at the foot of 
page 35 of the Bill, to continue for an-
other year, i.e., up to 31st March, 1957, 
the surcharges" which were in force on 
the 29th February, 1956. The 7th and 
8th lines of clause 30, as now printed, 
read as follows : '

“(b) a sum equal to 55 per cent, 
of such amount, in the case of 
goods comprised in Item No.
22 (4)
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These lines shoukl «orrect]y hav« 
read as follows:

“(a) a sum equal to 155 per cent
o f  such amount, in the case of
goods comprised in Item No.
22 (4)

In fact, sub-clause (a) of clause 30 of 
this year’s Finance Bill is a verbatim re -
production of sub-clause (a) of Section 
22 of the Finance Act, 1955.

I have considered how best this inad> 
vertent error could be rectified and have 
decided to introduce a formal amend-
m ent in due course, which will have 
ih e  effect of continuing the surcharge 
on Item No. 22 (4) at 155 per cent., 
as if no error had been made in the 
Bill. I may add that the Provisional 
Collection of Taxes Act, 1931, does not 
apply to reduction, so that the reduc-
tion will have to effect until the House 
has passed the Oill. The reduction can 
only be made by a notification. No 
such notification has been issued and 
therefore, there is sufficient time for us 
to  bring an amendment of the nature I 
have pointed out.

Dr. Lanka Sundaram (Visakhapat- 
o a m ): W hat about the reduction 7

Shri’ C. D. D cshm ukh: There will be 
no question of reduction because the 
Act does not apply here.

M r. D qm ty-Speaker: Only after the 
1st April It will apply. Before that, the 
am endment has to be introduced.

L IFE  INSURANCE (EM ERGENCY 
PROVISIONS) m L L — Contd.

M r. D ep u ty -S p e^er: The House will 
now resume consideration of the Life 
Insurance (Emergency Provisions) Bill. 
Out of 12 hours allotted for this Bill, 
namely, 10 hpurs for general discussion, 
H  hours for clause by clause consi-
deration and i  hour for third reading.
6 hours and 50 minutes have already 
been availed of. This leaves a balance 
of 5 hours and 10 minutes of which 3 
hours and 10 minutes are for general 
discussion.

Five hours and 10 minutes means 
this Bill would go on till 5 P.M. We 
will have half an hottf left. Does the 
hon. Finance Minister propose to start 
the other Bill ?

The M iiM er of FiMwce (Shri C. D. 
D ednnnU i): I do not think it will be 
<lesirable to  start the other Bill. It is

not likely to be taken up for some time 
and it is not on the agenda. It has been 
discussed before and I thought it would 

.n o t be desirable to take it up now.

M r. Deput^-Speaker: How long does 
the hon. .Mimster require ?

Shri C. D. Deshmukh > A b o u t. 40 
minutes.

Dr. Lanka Sundaram (Visakhapat- 
n a m ): The remaining half an hour 
also may be given to this Bill, because 
there are a number of speakers.

M r. Deputy-Speaker: All r ig h t;
leaving 2 hours at the end, clause by 
clause consideration should start at 
3-30. That means the hon. Finance Mi-
nister will be called between 2-30 and 
2-40 P.M. The House will have another 
half an hour so far as this Bill is con-
cerned.

Shri Venkataraman will continue his 
speech.

Shri Venkataraman (Tanjore): Mr.
Deputy-Speaker, yesterday I started by 
saying that the control and regulation of 
insurance has not yielded any result at 
all and that every time control and 
regulation has been circumvented. The 
hon. Finance Minister has in his speech 
pointed out how the control over the 
holding of the shares has been evaded 
By the shares being held in the name of 
all sorts of relatives and friends. I will 
not go into it. The Finance Minister 
also dealt with the other aspect of the 
evasion of the ceiling on administrative 
salaries. He said that where ceiling has 
been fixed, it has been evaded by ap-
pointing a number of sinecures and 
dummies and relatives of the men in 
charge. I will proceed to give some 
more instances of the way in which the 
provisions of the Insurance Act have 
been evaded.

Under sub-clause 4 (b) of section 27 
of the Insurance Act, an insurer shall 
not invest in the shares or debentures 
of one company more than 10 per cent 
of the subscribe  capital of thm com-
pany. This Act was passed in 1950. 
But in 1951 the amount in excess of the 
permissible investment is Rs. 1,64,00,000 
and odd; in 1952 it is Rs. 1,37,00,000 
and odd ; in 1953 it was Rs. 1,03,00,000 
and, lastly, as late as 1954, the amount 
in excess of the permissible investment 
was Rs. 60,83,000. It is another instance 
of how the regulation and control 
which the Insurance Act envisaged has 
been evaded and there has been a
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[Shri Venkatiinimar.l 
breach of the provisions of the Bill. I 
am at pains to explain this, because Mr. 
Tulsidas Kilachand yesterday said that 
the Finance Minister has taken out only 
one or two instances in which there has 
been misapplication according to  him 
and misappropriation according to me 
of the funds of insurance companies 
and he has convicted the entire mdus- 
try on the charge which is so flimsy. On 
the contrary, you will find that in every 
regulation there has been a breach and 
a substantial breach by the companies. 
Let me go to another regulation which 
has again been violated. Under Section 
40-B of the Insurance Act, there is a 
limitation on the expenses of the manag- 
ment in life insurance companies. Be-
fore I go to that, 1 shall refer to another 
point. Permissible investment in com-
panies has not been done according to 
me in a manner which is advantageous 
to the policyholders. The permissible 
investment has been made by the peo-
ple in charge of insurance companies 
m concerns which are allied to or conduc-
ted by them, except in the case of the 
Oriental Insurance Company, where the 
investments have been diversified. In the 
case of all other insurance companies 
where the permissible investment on 
shares of the compfinies is allowed, the 
investment has been only in respect of 
those concerns which are run by th^ 
persons in charge of the insurance com-
pany. Therefore, instead of the invest-
ment being made to the best advantage 
of the policyholders, investment has 
been made only to suit the private ends 
of the insurance magnates.

1 will now refer to the breach of the 
other provisions of the Act. Section 40-B 
deals with the limitations on the ex-
penses of management of life insurance 
companies. Let us see how many com-
panies observed this limitation. In 1951, 
61 companies contravened that provi-
sion ; in 1952, 62 companies contra-
vened that provision: in 1953, 58
companies cpntravened that provision, 
with regard to the limitation of expen-
diture, It is not as if the Finance Minis-
ter accused the insurance industry by 
quoting stray instances of mis-manage- 
ment. On the co n tra ^ , the statistics 
show that contravention of all these 
regulations and control is a habit with 
the insurance industry.

Yesterday, Mr. Tulsidas Kilachand 
referred to the settlement of the dis-
putes by claimants. He said that there 
have bMn only about 108 cases in 
which there were disputes and that very

small percentage—;«nly 40 o£ them—  
have m en settled in favour of the poli> 
cyholders and that this cannot be a  
charge against the insurance industry. 1 
am afraid Mr. Kilachand has not read 
his brief or his books properly. The 
figures quoted in the Indian Insurance 
Book at page 65 relate to  the settlement 
of claims of policies not exceeding Rs. 
2,000. F or the settlement of insurance 
policies less than Rs. 2,000 in value, a 
procedure has been prescribed whereby 
mstead of going to the court, the small 
insurance policyholder may apply t a  
the Controller of Insurance and have his 
claim adjudicated upon. In respect o f 
these small claims, that is Rs. 2,000 an(^ 
less, the number of disputes which have 
come up before the Controller of Insur-
ance 1955 was 108 and the number 
still pending decision when this report 
was issued was 76. In the previous year, 
1954, 98 disputes came up and 69 were- 
withdrawn. They were withdrawn be-
cause they were settled. As the report 
itself says, when the m atter was taken- 
to the Controller of Insurance, the in-
surance companies got nervous and 
they settled the matter. Then 16 o f 
them have been settled in favour o f 
the policy holders. Only one out of 
these 98 cases was settled in favour o f 
the insurance company. It is not the 
number. It is the manner in which the 
insurance company settles the claim 
that has got to be enquired into by the 
House. In respect of the settlement o f  
claims, this is the report in para 7 : 

“Since the issue of the last re-
port the Controller had decided 18 
disputes under section 47-A. The 
decision in all these was in favour 
of the claimants. In 16 of these 
disputes, the insurers were found to  
have withheld payment without 
any reason whatsoever and no de-
fence was put forward by the 
insurers. In one other case, the in-
surer was unable to substantiate the 
allegation made by him that the 
assured was guilty of fraud. In all 
the remaining cases, the insurer 
was found to have wrongly inter-
preted the terms of the contract." 
These are flimsy reasons only intend-

ed to delay the settlement of claims. I t 
is not a genuine dispute. Therefore, I 
want to submit to this House that the  
record of the insurance companies even 
in the matter of settlement of claims has- 
not been very good and very fair.

When the Insurance Consolidation 
Bill was before this House, I was res-
ponsible for moving air amendment
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that the O ovem m ent should take powers 
for the appointm ent of directors to in-
surance companies. Section 48-C o f the 
Insurance Act which empowers the 
Government to appoint directors to  in-
surance companies was accepted and 
made a part of the Insurance Act. This 
could not be used at all, becstuse if 
the Government sought to appoint a 
director to a good company, a company 
which was running well, naturally, the 
penons objected, “you are trying to  ap-
point a diTTCtor for a company which is 
functioning properly ; it is interference 
and meddling on the part o f the Gov-
ernm ent and it should not be done.” If 
you try to appoint a director to a com-
pany which was not functioning well. . .

Shri V elayudhan: (Quilon cum  Ma- 
-velikkara-Reserved-Sch. C astes): How
much time is allowed to this hon. Mem-
b e r?  ^

Shri Venkataraman: When the hon. 
M ember ever becomes Deputy-Speaker 
o r  Chairman, he can control the pro-
ceedings.

Mr. Depnty-Spcaker: The other
Members are interested. The hon. Mem-
b er started at 11.25. He has only taken 
10 minutes.

Shri V elayudhan: I was only putting 
somebody’s query.

Mr. Deputy-Speaker: The hon.
M ember may finish in 10 minutes.

Shri V enkataram an: I was saying
that if they tried to appoint a director 
fo r a company which was not function-
ing well, they said, this will entirely 
shatter the credit of the insurance com-

ry in the market and that they will 
ruined. Therefore, even when you 
put in vep^ valuable restrictions regu-

lating the insurance companies, in prac-
tice, it becomes very difficult to enforce 
them for all the consequences that may 
flow from them.

Shri Asoka Mehta said that it is be-
coming a habit with the Finance Minis-
ter now to say that regulation is not suffi-
cient and that ihe regulatory procedure 
of law does not yield very good results 
and that he is repeating it very often.
It is not the Finance Minister alone that 
has said it. Even when the Insurance 
Amendment Act of 1950 was before 
the House, those who voted for it, those 
wrho supported it said at that time that 
the reguutions and controls that they 
were introducing then would not su^ce.

I shall read only one or two sentencet 
to show what those people felt at that 
time. Shri M. L. Gautam said;

“Only I would again warn this 
House that this Bill will not work.
It will not suffice. It will not safe- 
miard the interests of the policy-
holders. The sooner the Govern-
ment places before the House a Bill 
for nationalisation of the industry, 
the better for the policyholders, 
the nation and all concerned.”

Then Shri T. T. Krishnamachari as 
he then was,— he was not a Minister 
then— sa id :

“The Congress Party will before 
long realise that the police powers 
granted to the Goverrmient under 
this Bill are not adequate to safe-
guard the unfortunate policy-
holders from the rapacity of the 
individuals who are unscrupulous."

Sbri Feroie Gandhi (Pratapgarh 
Distt.— West cum  Rae Bareli Distt.—  
E ast): The Minister has changed his
view since then.

Siiri Sr. S. More (Sholapur): He is 
Minister on that condition.

Sbri VeBltataraman: This is what he 
said in 1950. My point is, it is not over-
night that the Congress Party changed 
its view with regard to nationalisation 
of this insurance industry. It has been an 
insistent demand on the part o f the 
Members that this is an industry which 
is pre-eminently fitted for being nationa-
lised.

Shri Tulsidas argued that the Finance 
Minister had brought this Insurance na-
tionalisation Bill as if he was convicting 
private enterprise in insurance and the 
penalty is nationalisation. It is not so. 
He did not say so. On the contrary, I 
shall reiid a portion of the Finance Mi-
nister's speech. He said ;

“So, while it is the failure of the 
general run of insurance companies 
to live up to the high traditions 
demanded of them that has led 
Government to take this step, I 
would like to emphasise that na-
tionalisation in this field is in itself 
justifiable. With the profit motive 
elimented, and the efficiency of 
service is made the sole criterion 
under nationalisation, it will be pos-
sible to spread the message of in-
surance as far and as wide as pos-
sible, reaching out beyond the more 
advanced urban areas into hitherto 
neglected rural areas.”



1467 l i f i  insuransi S MARCH 1936 (Enurgauy Procisitiu) B ill 146B

{Shri Venkatanmon]
Therefore, really what the Finance 

Minister said is that the industry is 
one which, in the public interest, as a 
public utility and as a social service, 
ought to be nationalised- If he was per-
suaded to bring it a little sooner than 
what we expected, it was because of the 
misdeeds and mistakes of the insurance 
industry.

Then, Shri Tulsidas dealt with fore-
ign insurance which the Indian com-
panies have developed. He said, how 
will the nationalised concern carry on 
foreign insurance. He used the expres-
sion that we are exporting insurance 
abroad and that it will suffer. I do not 
see how it should suffer. Anyway, let us 
see at what cost we have exported insur-
ance abroad. The foreign insurance re-
newal business of the Oriental costs us 
17 per cent as against a renewal ex-
penditure in India of 13'7 per cent. The 
foreign insurance business of Lakshmi 
Insurance Co., costs us 23'2 per cent as 
against 17 per cent in India. The 
foreign insurance business of National 
Insurance costs us 17-7 per cent as 
against 15 per cent in India. The fore-
ign insurance business of the United 
India Life Insurance Company costs us 
30 8 per cent as against 12'8 per cent 
in India. It is a m atter for consideration 
whether it is worth while exporting this 
insurance at this heavy cost. It is obvi-
ous that private insurance cannot do 
foreign insurance except at such heavy 
cost and if that is so it is a m atter for 
consideration whether we should do it. 
In fact in 1951 the Oriental Insurance 
Company had to  transfer Rs. 3 i crores 
to the foreign policyholders Account. 
It is not worth robbing Peter to pay 
Paul, to take all that premium available 
from people in India and then smtain 
the foreign policyholders.

There is also another aspect. Now 
Indian insurance has been nationalised, 
I think it would still be possible for the 
nationalised insurance company to do 
business abroad. The business abroad is 
mainly done with the help of the Indian 
citizens abroad. It is not the foreign na-
tionals that insure in the insurance com-
panies registered in In d ia ; very largely 
It is the Indians abroad who insure 
themselves in the Indian companies. 
Therefore, once they get a fwling that 
the company is sound and that it will 
be able to honour its obligation and 
that there is hundred per cent security 
for the insurance policy, the business 
will Increase and it will grow more.

Then Mr. Tulsidas threw o^it a  chal-
lenge to  the Finance Minister. It look-
ed as though he was challenging the 
Finance Minister for a  personal duel. I  
am quite sure th a t-----

Shri C. D . Deahnukh: Entertaining.
I

Shri Venkatanmuiii: He said “I chal-
lenge” . H alf a dozen times he repeated^ 
that challenge. He threw out a challenge 
and the challenge is th is : let the Gov-
ernm ent run the State C orporation ; let 
the private individuals be allowed to nii> 
insurance companies and then let us see- 
which succeeds. This line of argum ent 
was taken up even by M r. Asoka M ehta 
very much to my surprise.

Now I do not know what the Finance 
Minister would say but I have to con-
fess defeat at the hands of Mr. Tulsidas, 
because you cannot expect the Govern-
ment to resort to all the nefarious prac-
tices which the private enterprises re-
sort to for procuring business. Rebating,, 
for instance, can be done by the pri-
vate insurer. But once Government 
takes up insurance, can it compete with 
the private insurer by offering reba te?  
Secondly, what is the sort of insurance 
campaign that is going on? It is malign-
ing each other. An insurance agent goes 
and confidentially tells people that the 
Chettiars, who are in charge of this 
company are swindling the money and, 
therefore, you should not insure m that 
company. Then the other agent comes 
and tells people that the Marwadis are 
really the swmdlers and, therefore, you 
should not insure in their company but 
insure with my company. W hat is real-
ly going on is a competition amongst 
the various insurance agents for procur-
ing business. How can Government 
come and compete with the private in-
surance company when the private in-
surance company has been resorting t a  
these nefarious practices of rebating 
and maligning each other and trying to 
procure business for themselves

Shri S. V. Ramaswamy (Salem ): Do 
they expose the truth ?

Shri Veniaitaraman: I do not know. 
My submission is that it is not possible 
for a State Corporation and private 
companies to function together biecause 
of this great weakness.

Mr. Depoty-Speaken His time is up.
Shri Venkataranuii t Yes, I will try to- 

finish. There is one myth which I want 
to explode. The myth is that insurance 
is sold and not bought. It is only at
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sedulous pnqraganda by tke uuur- 
•nce companies that insurance is
not a thin^ which people come and 
buy of tbeir own accord and it is only 
through the efforts o f the insurance 
agents that insurance is purchased. As I 
mentioned previously, there are 170 in-
surance companies in India with 2 i  
lakhs of insurance agents with unbridl-
ed freedom to malign anybody in the 
world and with unbridled freedom to 
rebate. They have procured about 
Rs. 40  crores of insurance premium of 
which over Rs. 23 crores has been paid 
by way of commission. Is that a matter 
about which the insurance industry 
really thinks it can be proud o f?  Cer-
tainly not. In fact the insurance com-
panies do not sell insurance. On the 
contrary they compete and have cut-
throat competition with each other. 
These 170 insurance companies with 
21 lakhs of insurance agents com-
pete against each other, malign each 
other and create in the minds of the 
prospect a feeling that insurance itself 
is bogus because if a company maligns 
B company and B company maligns A 
company all the time the poor prospect 
will think that insurance seems to be a 
business in which there will be only 
fraud. X says Y company is bad and 
Y company says X company ii bad. So 
everythmg must be bad. Therefore my 
submission is that this claim on the part 
of the insurance companies is unsustain-
able.

Shri S. S. M ore : Abolish insurance ; 
that is what they are doing.

Shrl Venkatanunan : We are certainly 
abolishing private insurance. Now I will 
conclude by saying that absolute secu-
rity is provided to the policyholders by 
nationa isation. Elimination of wasteful 
competition, elemination of the profit 
motive and expansion of possible social 
services and social security measures 
are abundant justification for nationa-
lisation of insurance.

Dr. Lanka Son da ram : I do not yield 
to my hon. friend Mr. Venkataraman 
in my desire that this country should 
have nationalisation, total nationalisa-
tion. in the earliest possible, what you 
call, reckonable time. As I listened to 
ray friend Mr. Venkataraman, who ap-
parently has made his decision to answ-
er the points raised by Mr. Tulsidas, I 
was just wondering whether he ever 
r e a l i s t  that most of the polnn that be 
sought to make gave indirect support to 
what Mr. Tulsidas said to us yesterday 
evening, namely, that It was because of

the inefficiency of the Insurance De-
partment of tiM Finance Ministry of the 
Government of India that all the mal-
practices in insurance of the preceding 
years have taken place. But I do not 
wish to, what you call just make a de-
bating point, apart from saying that 
there is a lot of substance in what Mr. 
Tulsidas said yesterday, namely, bureau- 
cratisation of a field like insurance has 
its own dangers. That is the only point 
I would like to mention. Just now Mr. 
Venkataraman said that “State enter-
prises and private concerns cannot run 
together.” I have noted it down and I 
am not doing any violence. Straightway 
I would like to put my poser to the hon. 
Finance Minister and ask whether they 
realise that today we are completely 
dedicated to the principle of mixed eco-
nomy. And if I had not misread the 
provisions of the Bill, the principle of 
mixed economy is still inherent in it.

The Chairman of the Scindia Com-
pany last week asked for repatriation 
of Rs. 247 lakhs of the shareholders 
money in the public or semi-public sec-
tor, namely, the Hindustan Ship Yard 
and the Eastern Shipping Corporation. 
I want my hon. friend the Finance 
Minister to remember the implication 
of the desire of the private sector to end 
its honeymoon with the public sector on 
the basis of, the principle of, shall we 
say, mixed economy. I consider that 
there is not any policy, shall I say, a 
policy of a type which will enthuse the 
the people in this particular Ordinance 
and Bill.

As I was listening to the debate in 
the past few days I came upon 
a number of approaches to this 
question. I congratulate my hon. friend 
Mr. Feroze Gandhi for the great pub-
lic service he has done not only on this 
occasion but also on the previous occa-
sion in giving some of the facts. I con-
gratulate him for his luck in being able 
to pluck the records of some companies 
and to tell us that this thing is going on. 
Yesterday when I was listening to an 
esteemed and senior Member of the 
House, Shri Kaka Gadgil, I was un-
able to see the philosophical and moral 
foundations for this Bill he mentioned. I 
am quoting his words yesterday on this 
particular Bill. I wish there were philo* 
sophical and moral foundations to this 
Bill. I straightway put the question to 
my hon. friend, the Finance Minister, 
why is it that life insurance alone has 
bera taken up, and not the other classes 
of insurance. I read in the morning pa-
pers today that the Finance Minister is
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[Dr. Lanka Sundatam]
reported to have told his party  last 
evening that there is no question of na-
tionalising the general and other insur-
ance sections.

Shri Venkatamnan: Now.
Dr. Lanka Sundaram: I cannot

vouchsafe for the accuracy of the press 
reports. It is fpr my friend Shri Ven- 
kataraman and certainly for my friend 
the Finance Minister to tell us what 
exactly he means by what was sought 
to be put in his mouth by the papers 
this morning.

However, the one question that 1 
would like to put to the Finance Minis-
ter is this. Why was it that general in-
surance ha% been exempted ? Is there 
any valid reason for exempting it ? Ac-
cording to my analysis, 49 per cent, of 
the total general business is in fore-
ign hands. The House is entitled to 
know whether that was one of the 
reasons, if not the principal reason, for 
exemption of general insurance from 

’ being nationalised. The country is en-
titled to an answer on this very im-
portant question.

Shri K. K. Basu (Diamond Harbour): 
Co-cxistence of exploitation.

Dr. Lanka Sundaram: My hon.
friend Shri K. K. Basu can certainly 
say what he wants to say on this m atter 
from his own angle. But the country is 
entitled to a straightforward answer to 
this question. Is it because of the pre-
dominance of the foreign elements in the 
general insurance that this particular 
ordinance was first promulgated and 
later on brought before this House in 
the form of a Bill, only nationalising 
life insurance ? I think the Minister 
while replying to the debate will cer-
tainly make this point clear, because 
there cannot be any compromise on 
this issue.

If everything is wrong with the life 
insurance section of the business, surely 
the same thing applies to general insur-
ance also. Quite a number of companies 
are composite companies, and there are 
opportunities for greater amounts of 
money disappearing in the general 
insurance business than in life insurance 
business, that is to say, in fire, marine, 
accident and so on and so forth. 1 
think 1 would leave this point here.

I would straightway say that I could 
not see the moral or philosophical 
foundations behind this Bill, as my hon. 
friend Shri Oadgil claimed yesterday.

I would say this that despite the very 
strong claim made by my friend the 
Finance Minister— am quoting his 
words from the record— of inescapable 
malpractices, the point really must face 
this House and the country immediately 
— în fact, we have been dallying with 
this point all along— whether by just 
passing this legislation, we shall be 
able to remove these inescapable mal-
practices. I am not trying to accuse the 
Finance Minister. But I would point 
that out that for the past two or three 
years, this House has been battling with 
the question of parliamentary control 
of the public sector, or, as it was called 
at that time, of public corporations.

Where is the control ? W hat is hap-
pening to this control ? Repeatedly, I 
have had the opportunity of raising this 
question that there is no effective con-
trol on the bureaucratised public sector. 
Tpday, when this Bill is passed, life in-
surance will become a public sector. 
Government or the nation will be the 
shareholders. W hat is going to happen 
to it ? Where is the control ? I have said 
it repeatedly, and I would crave the in-
dulgence or the House for making that 
point again, that you are handmg it 
over to untrained and ill-equipped offi-
cials. I would say straightway that it is 
like trying to jump from the frying pan 
into the fire. Are not malpractices ap-
pearing in the public sector?

The Bhakra-Nangal engineers alone 
are reported to have eaten up to the 
tune of Rs. 10 crores. In regard to the 
shipyard, the Central C.I.D. are investi-
gating into the disappearance of lakhs 
of rupMs worth of material stolen from 
our shipyard.

I am not trying to say that I am 
against nationalisation. I agree with the 
principle wholeheai*tedly. But what are 
the safeguards available for this, when 
there is a change-over from the private 
sector to the public sector, which will 
ensure that the citizen will get a square 
deal?

You, Sir, presided with great distinc-
tion over a series of sessions of the 
Estimates Committee ; and two very im-
portant reports, namely the Eigth Re-
port and the Sixteenth Report, were 
submitted by that Committee. What 
has happened to their recommendations? 
Is there any guarantee that (a) Parlia-
ment will have control over the public 
sector, and (b) the activities o f the oflB- 
cers who are now entrusted with the 
charge of these insurance companies.
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lo r  example, will behave properly, 
apart from  the departmental control of 
jny  hon. friend the Finance M inister?

Now, who are the people who have 
1>een selected as custodians? 1 had the 
occasion to examine the complete lis t 
The former executives of the same life 
insurance companies have been reap-
pointed as custodians, but with this dif-
ference namely that if the man belongs 
to  the A ndhra Insurance Company he 
is shifted to Ajmer, and if he belongs 

10 the New India, then he is shifted to 
«ome other company, and so on. But I 
would say without any fear of contra-
diction from my hon. friend the Fin-
ance Minister that a large number of 
these executives who are only accoun-
tants— not the ICS or the IAS per-
sons, for I find only a very few of them 
h e r e ; the vast majority are accountants 
— have been more or less completely 
involved in the transactions of the in-
surers so far. I want my hon. friend the 
Finance Minister to tell the House whe-
ther my statement is not correct. In 
other words, the same executive officers 
o f the life insurance companies are now
appointed as custodians under the 
charge of my hon. friend the Finance 
Minister, but only transferred from one 
place to another.

I do not wish to belabour the point 
beyond a certain limit. But I would say 
this again. Is this the way in which the 
policyholder will have his rights pro-
tected ? 1 repeat that I am not at all 
«atisfied with the manner in which Par-
liament is invested with powers suffi-
cient to control these activities. And I 
am not satisfied that the public sector 
is running properly. By that, I repeat, I 
am  not arguing against nationalisation.

Today, our Government are doing 
things step by step of course, in a pre-
datory and punhive manner. I wish 
there is a philosophical and moral 
foundation to it. Of course, Shri Gadgil 
will tell me, and my hon. friend the 
Finance Minis sr will tell me, look here, 
the socialist structure of society, accord-
ing to the resolution of the Congress in 
Amritsar, is the base. I am not disput-
ing it. But what is the operation of this? 
W hat is the sort of control that we 
have ? I think the House is entitled to 
«ome satisfaction on this matter, that the 
affairs of the companies now vested 
with the bureaucracy would be properly 
run.

Havini! said this I  would make three 
fwints one after the other. I think there

are three aspecu o f this question, 
namely the management, the field staff 
and the administrative staff.

As  regards management, most of the 
points that I wanted to make have 
broadly been made in the few words 
that I have spoken up to this moment. 
But I would say this now. Is there any 
possibility of a periodical review of the 
activities of the new custodians, (that is, 
the custodians now appointed to these 
companies), by this House 7 Of course, 
my hon. friend the Finance Minister 
will turn round and say, look here, 
there is the Controller of Insurance, 
there is the Ministry, and there is a 
regular round-the-clock control, so to 
speak, over the activities of these peo-
ple.

Shri C. D. D eshm ukh: We are dis-
cussing only the temporary arrange-
ments now. Are we not ?

Dr. Lanka Sundaram : But even tem- 
TOrary arrangements must have a base. 
For how long will they continue ?

Shri C. D. D eshm ukh: As long as
the other Bill is not passed.

Dr. Lanka Sundanun: That means 
that these two Bills should be taken 
together. You, Sir, were r iA t the other 
day when you said that me two Bills 
may be taken up together. But that 
coul/d not be done because the other 
Bill is going before a Select Committee. 
But I am sure my hon. friend the Fin-
ance Minister will have patience with 
me, because this is a very important 

'  point, and the same point has to be 
raised also in connection with the other 
BiU.

Shri C. D. D eshm ukh: I do not ob-
ject to the hon. Member asking a ques-
tion. But he must not expect an answer.

Dr. Lanka Sundaram : The Minister 
can reserve his answer for the other 
Bill. I have no objection at all. But I 
feel if is right and proper even in con-
nection with this Bill that this aspect of 
the matter must be properly examined. 
For, once the custodians are appointed, 
control not only over the administration 
of the companies but also over the in-
vestment policy of the companies will 
be in the hands of Government.

I concede the point that under the 
Bill, insurance will become cheaper. 
But I warn Government, and I think 
that that is a point which my hon. 
friend Shri Venkataraman had not pro-
perly realised when he spoke a few
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[Dr. Lanka Sundaram] 
minutes ago, that the total volume of 
business will co n trac t; it has contracted 
already, and it is bound to  contract for 
this reason, nam ely-----

Shri Venkaitaraiiuin t I do not agree.

Dr. Lanka S undaram : The results
will show you. And I hope my hon. 
friend Shri Venkataraman and I will 
be for some time longer in this House 
to be able to review it very soon indeed.

The Minister o f Revenue and Civil 
ExpendHure (Shri M. C  S h ah ): I know 
that up to February 24th of this year, 
the business that has been taken by 
these companies— I mean the big com-
panies— is more than what it was during 
the corresponding period of last year.

Dr. Lanka S undaram : My hon.
friend has (juoted the figures for fifteen 
days, that is from 20th January to 4th 
February— I hope I have got him cor-
rectly.

Shri M. C. S h ah : From  1st January 
to 24th February. ,

Dr. Lanka S undaram : But as you
know, the policies are to be processed. 
Actually, these processes have been 
brought in by the old field staff. I shall 
come to that point presently.

The point I am trying to make is this. 
Let us be clear on this point namely 
that the total volume of business, or 
the total quantum of business is bound 
to be reduced. W hether it is good for 
the country or not, I do not k n o w ; I 
am not gomg to complain on that score 
at the moment. But I do want to ask 
Government whether they propose to 
get the revenues— or rather I should 
withdraw the word ‘revenues’ for that 
is not a proper word to use— or they 
propose to take advantage of the net pro-
fits of the business, estimated at Rs. 10 
crores, that is to say, whether they 
still hope to get that money towards 
assistance for the Plan, as has been 
written down in the Statement of Ob-
jects and Reasons of this Bill and also 
of the other Bill because once the 
volume of business contracts, then na-
turally the net proceeds will also con-
tract. I would say that instead of Rs. 10 
crores___

Shri C. D. D eshm ukh: Did the hon. 
Member say, profits from the business?

Dr. Lanka S undaram : I corrected
myself, but the word slipped. I said, 
the earnings of these companies, that is 
to  say, the money which is available for

investment in  the m anner in  which Gov-
ernm ent want it to  be invested in the 
public sector for enabling the Second 
Five Year Plan to go forward. I stood 
corrected thereafter: the word slipped;
12 N o o n .

But the intention is clear. It is esti-
mated that the am ount available from  
insurance would be Rs. 10 crores. I 
hope it will be Rs. 30 crores, as all o f  
us would like the Plan to go forw ard. 
Let there be no mistake about that m at-
ter.

As regards the foreign section o f 
Indian business, it is a well-known fact 
that Indian insurers have recently enter-
ed foreign countries like East A frica, 
Burma, Malaya and Hongkong. I had 
an opportunity of visiting most of these 
countries. I agree with Shri Venkatara-
man that it is the Indians overseas who- 
contribute mostly to their business. But 
I do say that we cannot avoid the point 
that non-Indian nationals are also cuS' 
tomers of Indian insurance companies, 
I would like to ask the Finance Mi-
nister to come face to face with it now 
instead of day after tomorrow, that this, 
business will also disappear to a great 
extent, if not totally.

As regards the field staff, I am entirely 
in agreement with the Finance Minister 
as regards the application of the prin-
ciple that these malpractices must be 
completely wiped out.

[S h r i  B a rm a n  in the Chair]
I am here with some knowledge o f  

this sort o f question because my friends 
and relatives happen to be chief agents 
o f a number of companies ; I have never 
been one, nor do I hope to be one, 
and even though Shri Venkataraman is 
trying to become a policyholders’ direc-
tor, I am surrendering my policy be-
cause I have no money. These malprac-
tices must be completely stopped. I am' 
not clear whether these nearly quarter 
million field workers of the present in-
surance companies will completely dis-
appear. Even the Government must have 
their agents. Whether the existing field' 
workers will be considered, o f course 
on merits, for continuation as agents to  
the Government is a m atter which can-
not be settled immediately, but I hope 
the Finance Minister would devote 
time to an examination of this question, 
because you cannot throw out of work 
workers, especially good workers. I am 
not asking for automatic absorotion o f  
these nearly quarter million field work-
ers into the category of Goveram ent
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agents to  run the show, but I think a 
proper inquiry and scrutiny must be 
made.

Now I would like to say something 
about the administrative staff. I stron^y 
commend two or three points I am trying 
10 make in this regard. This House has 
seen the enormous administrative and 
personnel problems which arose when 
nationalisation of the airlines took place. 
I feel very strongly that the administra-
tive staff, especially those of the cate-
gory drawing Rs. 500 and less per 
month, should be given a square deal. I 
want an assurance from the Finance 
Minister that this will be properly in-
vestigated, and that the emoluments of 
the existing employees of the companies 
on the administrative side will not be 
sought to be reduced.

Secondly— and this is a point which 
I very sincerely commend to the atten-
tion of the Finance Minister— there are 
a number of industrial disputes pending 
between the staffs of some of the in-
surance companies and the insurers 
that is, the companies themselves. I 
want an assurance that this question 
will not be disposed of in a 
routine manner, that it will be pro-
perly investigated and, if necessary 
some Tribunals or other mediation ma-
chinery will be appointed to deal with 
this question adequately and quickly, so 
that there will not be a sense of griev-
ance on the part of the administrative 
personnel of the 150 odd Indian insur-
ance companies which are now being 
taken over by Government. I feel that 
if not today, at least day after tomor-
row something has got to be done. I very 
much wish that these administrative per-
sonnel, particularly the officers of in-
surance companies, will become a new 
category of servants of Government. It 
is a tremendous process— I am pre-
pared to concede. But it must be done. 
1 have come across a lot of heart-burn-
ing on the part of the staff in regard to 
the nationalised airlines. I am sure my 
hon. friend, the Finance Minister, will 
also come across numerous complaints, 
very genuine complaints, about the man-
ner in which the integration of service 
takes place. I know there is no disposi-
tion on the part of Government to 
shift the body of staff from one com-
pany to another today, but all these 
things have to be planned in advance 
so that the staff is integrated into one 
service with adequate wage levels, ade-
quate service conditions and pensionary 
conditions; I do not know whether 

they will have pensionary benefits, but

at least they should have the benefit of 
contributory provident fund conditions 
which will be uniform for the country 
as a whole. Here also, there is a risk, the 
risk of marginal cases of companies 
being unable to pay proper wages. But 
that problem can be solved once life in-
surance is nationalised and all the staff of 
the 150 odd companies are taken 
together as a unit. I commend this idea 
very sincerely to the Finance Minister 
so that insurance will become a very 
live affair in the sense that the workers- 
are enthusiastic workers who do not be-
come just something like bureaucrats at 
a lower level.

Shri H. N. Mukheijee (Calcutta 
N orth-East): I welcome the Bill, but £ 
fear I do so with my inevitable grouse, 
that it is not as thorough-going as It 
could have been, and certainly should 
have been I say this in spite of what 
Shri Tulsidas said yesterday about us 
egging on the Finance Minister to the 
abyss of social decline. Today to the 
social conscience, socialism is a sort of 
categorical imperative and even the Fin-
ance Minister cannot avoid it, though 
he is trying whatever he can to evade' 
its full implication!).

We have been told that as a result of 
the Finance Minister’s announcement, 
the stock market was in jitters. Luckily, 
the stock market is not the barometer of 
our social idealism. The stock market, 
which booms when there is a war scare 
and which sags when there is promise 
of peace, is not the barometer of our 
social conscience. Nationalisation of in-
surance has been a long-felt need in 
order that the interests of the insuring 
public, the insurance workers and the in-
dustry could be safeguarded, the coun-
try’s economy promoted and more funds- 
provided for economic development. We 
are happy that Government have taken 
a tangible step in this direction, liut 
they might very well have taken a 
few more correlated step.

We have heard also that Government 
behaved in this matter like u thief in 
(he night issuing an Ordinance in order 
to nationalise life insurance. The answer 
to that has been given by the Finance 
Minister himself when in his very se-
date way he catalogued instance.? of mis-
behaviour which we on our side would 
have characterised in a manner rather 
different, but his exposure was im-
pressive enough.

Now. this talk about Government 
behaving like a thief in the night and 
also the talk about the worthy gentle-
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[Shri H. N. Mukerjee] 
m en who run our industries who shduld 
liave been given certificates of merit for 
the way in which they have conducted 
their operations, reminds me of what 
•was sought to be done last year by one
of the very best insurance institutions
in this country, which I  do not wish to
name. Anticipating nationalisation in
autumn last year, this company adopt-
ed a scheme of mutualisation and pub-
licised to all the world that Govern-
ment had informally approved of that
-scheme of mutualisation, and by that
mutualisation they were going to add
very much more than a pretty penny to
the pile which they were making. I need
•not give the statistics which have al-
ready been mentioned, in regard to this
particular company. But if this is the
way in which the best of them behaves,
if the generality of them behave in the
manner which was revealed by the Fin-
ance Minister and which is more or less
common knowledge, then surely if
Government adopted certain steps, issu-
ed an Ordinance and so on and so forth,
it was certainly the right thing in the
circumstances.

But I do not see why Government do 
pot go forward and take over general 
insurance business. I have seen in the 
papers this morning some indication 
that certain aspects of general insurance 
may be taken over, but I feel that gen-
eral insurance should certainly be in-
cluded all together. I had occasion to 
look a well-documented publication of 
the Congress itself on insurance business 
in India by Shri H. D. Malaviya, which 
is a very recent publication— it came 
out only last month. It gives very cogent 
arguments and a good deal of satistics 
lo  show how general insurance should 
also come withm the ambit of nationa-
lisation. We find, for example, that 
British mercantile firms almost com-
pletely control general insurance. Their 
profits are stupendous and we find they 
also behave in a manner which leads to 
cu r losing large sums of money on ac-
count of their scandalous operations. 
1 am quoting from page 22 of tnis book. 
Insurance Business in India by H. D. 
Malaviya, a Congress publication.

“In General Insurance business, 
large amounts are passed on to the 
insured as illegal rebates and then 
are accounted for by false entries 
in the Revenue accounts of insur-
ance companies. The Managing 
Agents of many industrial concerns 
pocket such illegal rebates on the 
premiuit) paid bv the concerns 
under their control and such am-

ounts go unaccounted for and un-
taxed. It is estimated that the con-
sequent losses to the State amount 
to over a crore of rupees in taxes 
on such illegal payments.”

A part from this is the fact that 
about Rs. S crores go abroad on ac-
count of the operations.

I wish also to refer to what the 
Controller o f Insurance says on page 
68 of the Insurance Year Book in re-
gard to the Code of Conduct o f these 
insurers.

“The Code has had a healthy 
effect on the insurance industry, 
though the evils of rebating and 
payment of excessive commission 
to principal agents, insurance 
agents, etc., may not have been 
checked to any considerable ex-
tent.”
This is a very clear understatement 

because, as a m atter of fact, the illegal 
rebate has not been checked to any 
mentionable extent and at least Rs. 2 
crores go into the pockets of industria-
lists and businessmen by means of ille-
gal rebates in various ways. I do not 
want to go into the details o f this m atter 
because this question has been referred 
to  by other speakers. But, I feel that 
general insurance should certainly be 
taken over.

Yesterday, Shri Tulsidas Kilachand 
offered a challenge to Government and 
there was, I felt, in his challenge, a 
certain cogency. He had said to Gov-
ernment ; You cannot operate your 
laws properly and you are now coming 
forward to take over the entire industry. 
It is up to the Government to answer it.

Again, Shri Somani when he s]!)oke 
asked for an enquiry. I think that it is 
right there is an enquiry because, quite 
apart from the nationalisation which is 
being proposed here and now which 
should be proceeded with straightaway 
there should be an enquiry into all these 
matters. We want to know, for example, 
what exactly the Controller o f Insur-
ance was doing. We have heard re-
ports ; they may be right or they may 
oe w rong ; we have had reports that he 
has been usually strong on the stronger 
side. It is very necessary that we &id 
out what was what. I wish this also 
because I do not like the way in which 
the nationalisation is now going to be 
conducted. The appointment of custo-
dians, for example, shows that a kind 
of people are now coming into the
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picture in the most important positions 
who have no faith in nationaliution as 
far as we can make out, who have <H)en- 
ly said over and over again that they 
do not believe that nationalisation can 
work properly, who are champions of 
the private se c to r; but they are now
coming into the picture. I do not want
them to be p u s h ^  out altogether but I 
want them to be controlled with a firm 
hand. The Commerce and Industry Mi-
nister said the other day that Govern-
ment cannot evolve legislative hedges 
that caimot be jumped over, I want
Government to come forward and say
that they are taking steps in order to 
have legislative as well as executive 
hedges so that the hurdles cannot be 
jumped over by the ingenious brains of 
the private sector.

I wish to refer to the question of the 
association of workers with the manage-
ment, but I think that we shall have a 
greater opportunity in regard to that 
subject later on. Meanwhile I want to 
mention something about the conditions 
o f work of the employees because some
disquieting statements are reported to 
have been made on behalf of Govern-
ment. I am told that in Bombay there 
was a report of a statement made ^  
the Minister for Revenue, Shri M. C. 
Shah, that the staff of the insurance 
companies will be taken over by the 
Corporation but their service conditions 
would be rationalised, and brought in 
conformity with the general pattern of 
Government service. This sounds quite 
unexceptionable. I do not object to it 
straightaway, but it is bound to create 
mispvings in the mind of the bulk of 
the insurance employees. Many of them 
have fought on the basis of their chart-
er of demands and many of them have 
secured certain improvements in their 
wages and in their conditions of work. 
I Imow also that in many of the insur-
ance institutions conditions of work 
are still very bad. So, what 1 suggest 
should be done is that for the time being 
there should be no retrenchment, for 
the time being there should be no such 
unwarrantable transfers as I have heard 
are being done from Calcutta, where 
seven people were asked to go to Ajmer 
and go there at very short notice, for 
the time being I w ish-----

Shri M. C. S h ah : I may just inter-
vene. As a m atter of fact that point was 
brought to our notice by one Member 
of our party from Rajaya Sabha. I had 
enquired about that and there is already 
an amendment on the matter by Shn

K. K. Basu. As a m atter of fact, the 
head office of the life insurance businesti 
was at Ajmer and the head office of the- 
General Insurance business was at Cal-
cutta. These people were clearly engaged 
for life insurance and some of them 
were at Calcutta sitting with the Chair-
man there. They had no business there 
when the life insurance was taken over 
and everybody has gone there without 
any compunction.

Shri H. N . Mukerjee: 1 am glad to 
hear that but my main proposition is 
that for the time being the status quo 
in regard to wages and conditions o f 
work should remain, that there should 
be a review on the basis of the char-
ter of demands which the all-India body 
of insuranc;e employees had presented 
in 1953 and on the basis of which dis-
cussions had been conducted with the  ̂
Chief Labour Commissioner of the Gov-
ernment of India and which is now 
being put into abeyance. If on that basis- 
negotiations are resumed, then perhaps, 
a really rational scheme can be worked! 
out.

I wish also to refer to another mat-
ter and that is the specification of thc  ̂
premium rate of the Oriental Insurance 
Company, for all practical purposes. I  
have been told— 1 speak subject to cor-
rection— that this has caused a great deal 
of disturbance and specially in relation 
to the provident societies. It seems there 
are about 79 provident socities. This 
was the position at the end of 1953 and" 
naturally their total business is very 
low and they do not have policies fo r 
more than Rs. 1,000 or something like 
that, and for them this imposition of th e  
Oriental rate is particularly rather dffl- 
cult. In regard to this, I feel that the 
premium rate should have to be ascer-
tained by a further discussion and pend-
ing that, may be the status quo can be 
retained.

I wish also to point out that som e 
misgiving has been caused by the an- 
i^ouncement that where companies have 
lesser assets than liabilities, the policy-
holders might be put to some incon-
venience in regard to securing fulfilment 
of their policies. I feel that policy-
holders should not be penalised where 
these companies have lesser assets than 
liabilities oecause I feel it was due to  
the sins of the Controller, which should 
not be visited on the policyholder.

In regard to the question of agencies 
I feel that there should be a complete
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overhaul of the present positioQ. Actual* 
4y, M r. Malaviya, who writes this Con-
gress brochure on Insurance Business in 
India gives the title, ‘The Scandalous 
Story o f Agents, Special Agents, Princi-
pal Agents, and Chief Agents’ to one 

■chapter. This story has already been to)d
in some detail in this House but what I 
wish to emphasise now is that the bona 
fide agents should be assisted and that 
you should try to delimit the areas in 
which they work. You should have 
«ome kind of ascertainment regarding 
their conditions of work and bogus 
agencies should be term inated at once.. 
I  have noticed an amendment given by 
the Finance Minister to which reference 
wras also made by Shri Tulsidas Kila- 
chand, regarding a sort of indemnifica* 
tion to Members of Parliament who 
have been agents, o r are contitiuing
10 be agents o f insurance firms. As far 
as their having been agents before na-
tionalisation is concerned, I feel tl}at, 
perhaps, they might have some kind of 
indemnification but as far as po.il facto  
operations after nationalisation are con-
cerned, I feel that Members of Parlia-
ment, people of their description who 
happen to be in presumably influential 
positions, should not have anything to 
do in regard to such jobs as agents of 
insurance commpanies. I feel in this re-
gard Government should make up its 
mind.

In regard to compensation, the major 
discussion will ensue when we discuss 
the Bill on the Corporations, but the 
Bill at the moment offers compensa-
tion to the managements. About this 
rate we have a great deal of objectioo 
as was already pointed out by my 
friend, Shri Sadhan Gupta. In regard to 
compensation for managements men-
tioned in clause 6 of the Bill before us, 
1 say that the management, as far as we 
can find out, does not deserve any com-
pensation at all. You say that you are 
determined to pay compensation. Well, 
then, good. In that case, I suggest ; Hold 
up the payment of com pensation; keep 
it in abeyance and reduce the rate, and 
-even if you do so, you deduct what-
ever you pay now from the total quan-
tum of comMnsation which would be 
determined later on after we pass the 
Life Insurance Corporation Bill. So. I 
feel that after we have discovered on 
official authority what transpires in the 
insurance business, we should not agree 
to pay compensation for managements,

especially at the rate which is mention-
ed here. I find that the Oriental Insur-
ance Company, for example, would get 
about one twelfth of its entire paid-up 
capital every month if the provisions of 
this clause come into operation.

I wish also to refer to another m at-
ter and that is the question of the na-
tionalisation of banks. As far as this is 
concerned, at least there is one sector 
of the banking in d u s ^  which can be 
and ought to be nationalised straight-
away. Especially in  regard to the opera-
tions involving foreign exchange, we 
suffer such a tremendous am ount of loss. 
The co-relation of insurance to banking 
industry is very well known, and if we 
now go ahead with nationalisation of 
banks and make a beginning straight-
away with foreign banks, if we try to 
make foreign exchange operations an 
entirely State operated affair, then sure-
ly that would be making a real and sub-
stantial contribution to the development 
of our economy.

I feel that there are many other, mat-
ters which could be discussed in detail, 
but I have raised some ]wints to which 
I hope the Finance Minister will give 
a reply which would not be disappoint-
ing.

The private sector has thrown a chal-
lenge not only to Government but also 
to the country, and 1 think that chal-
lenge has got to be answered. They are 
saymg that the Government’s project 
regarding the nationalisation of life in-
surance is a very serious injury to the 
private investment climate. Then they 
go on to say that this is a powerful 
deterrent to future private foreign in-
vestment. I feel this is the language of 
blackmail. I am quoting the Eastern 
Economist o f the 3rd February 1956 
where it is said editorially : “This
(meaning life insurance nationalisation) 
is likely in practice to involve a loss of 
more ^ a n  Rs. 5 to Rs. 10 crores per 
year, p e rh a p  the full gain of the pub-
lic sector from additional, resources 
which it can operate of its own." That 
is to say that the private sector is going 
to behave in a manner which will teach 
the Government certain lessons. This is 
exactly what they say. The private sec-
tor feels damaged and therefore they 
say that the private investment climate 
is going to suffer and that the future 
private foreign investment is going to be 
deterred and, therefore, you keep off this 
kind of business like life insurance na-
tionalisation. I repeat, this is the langu-
age of blackmail. So frequently we hear
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representatives o f the private sector 
p*tading their patriotism— I do not 
<ioubt their patriotism— but if these en* 
terprising gentlemen, about whom the 
Finance Minister gave us such a very 
fine description, parade their patriotism, 
we can only say that they love their 
country, perhaps only in the rare inter-
vals of making tons of money. But that 
is not good enough. It is about time that 
they realise that the country’s conscience 
has been aroused. It is about time that 
they realise that all this talk about with-
holding private investment, this talk of 
deterrent effects on private foreign in-
vestment, is not going to intimidate the 
country. 1 feel that today we are ifa a po-
sition where we can certainly not truckle 
down to this kind of threat which is 
com ing from the private sector. On the 
contrary, we can go ahead. That is why 
I said that there are many lacunae 
-which have got to be repaired and that 
is why the Government has got to go 
further forward towards nationalisation, 
at least of foreign exchange banks, 
which would undoubtedly be a step in 
the direction which the people desire.

Shri Matthen (Thiruvellah); I do not 
think any more people ought to speak 
on the side of nationalisation, because 
enough has been said about it. But I 
am afraid one point has to be mention-
ed. It can be said very firmly and very 
pointedly that, unlike other - industrial 
companies, for the insurance company 
capital is a very minor factor. The funds 
are raised from the public for a conting- 
gency which the jwople are afraid of. In 
the case of a textile mill or a steel mill, 
the capital is a major factor and that 
stands on a different footing from life 
insurance where the capital is a very 
minor factor. In fact, I know some com-
panies with very small capital doing 
very large business. So, the capital does 
not come very much into the picture.
I entirely agree with the Finance Mi-
nister that nationalisation is a most de-
sirable step and I congratulate the Fin-
ance Minister more for the way he has 
brought in the ordinance. And my ad-
miration for the Finance Minister grows 
day-by-day . . . .

Shrl B. S. Murdiy (E lu ru ): Many are 
■admiring him.

Shrl M atthen: My admiration for
the Finance Minister grows day-by-day 
for the way in which he has brought 
out the ordinance. Otherwise it is quite 
possible that several horses would ^ v e  
gone out of the stable.

One thing more. In the private sector 
it has now become a fashion or neces-
sity for every big business house or 
even business man to have an insurance 
company, if possible, just like half a 
dozen motor cars to move about. But 
to these ordinary business houses, the 
insurance companies are u minor factor 
and not so much from the profit point 
of view that they do so for which they 
have got other mdustrial ventures. For 
example, nry friend Shri Tulsidas said 
yesterday that he has got an insurance 
company, but 1 am sure that is one of 
his minor adjuncts. His major attention 
is not bestowed on the insurance busi-
n g s  ; it is bestowed on other business.

Shri K. K. B asu: He does not accept 
that position.

Shrl Matthen: It is only advisable
for Government to step in and pay 
their wholehearted attention to this 
very important industry. 1 do not think 
I need say anything more about this 
aspect, but one aspect that I wish to 
point out is this. Practically, 1 am not a 
capitalist like my friends nor have I 
any ambition to become a capitalist 
even though I was one some time ago.

Shri B. D. Pande (Almora Distt.—  
N orth-East): But everybody wants
capital.

Sliri M a tth n : But I am not. 1 am a 
believer in the socialistic pattern of so-
ciety.

Shri K. K.
list?

Basu : Socialistic or Socia-

Shri Matthen: 1 want to tell my
friends that I believe in this thing and 
I am not a capitalist. And if you remove 
competition, the business will suffer. 
India has not become sufficiently insur-
ance-conscious as some of the western 
countries like U.K. and U.S.A. It has 
got to be made and, although I do not 
say everything in favour of them, the 
insurance agents in the private sector 
have been developing that consciousness 
in the minds of the people. If you re-
move that sector completely, my fear is 
about a monopolistic concern— as pow-
er corrupts, monopoly corrupts. What-
ever be the dynamism of the Finance 
Ministiy at this momeni, after some 
years it gradually becomes static. That 
dynamism disappears. That is perhaps 
the reason why my friend, Shri Mmani, 
put foward a suggestion. He asked whe-
ther, if the public sector did not work 
property, the Government would de-
nationalise it. I am not a pessimist like
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Sbri Somani in this matter. I  believe 
the public is going to make good busi-
ness. But 1 am fairly certain from  the 
experience of other public sectors that 
the dynamism and the spirit of service 
slowly disappears. I, therefore, very 
earnestly a p ^ a l  to  the Finance Minis-
ter to consider the leaving of some com-
panies in the private sector. 1 am en-
tirely with him in the indictment he 
made the other day. I do not even need 
one hand to account the good ones 
among the whole lot. There I agree with 
him. But my point is this. 1 leave the 
number of companies to be left in the 
private sector to him. Let it be not large; 
let it be two or four or at any rate 
not more than ten. They may be under 
the financial control of the Govern-
ment. But they may be there so that the 
spirit of competition may continue in 
the interest of insurance business.

I am not speaking for the private 
sector. I have said so on several occa-
sions when the Companies Bill was dis-
cussed. I have not a very high opinion 
of the so-called capitalists or the big 
business houses. I am speaking in the 
interest o f the nationalised mdustry. 
The private sector may be left in a 
small way. We can leave a few com-
panies to function side by side w th  
the Corporation. The Finance Minister 
would ask: how could we make an in-
vidious distinction. The custodians are 
in charge of the companies and .they 
will be able to evaluate the companies. 
On the top of it all, we are going to 
have a tribunal. Let the report of these 
custodians be placed before the tribu-
nal and you can ask them to select ten 
or twelve companies. I want only this to 
be done. I do not agree with my friend, 
Shri Venkataraman for whose intelli-
gence I have very great admiration. He 
said that it was not desirable to  have 
private sector however small it may be; 
it must be a monopoly. Monopoly, as I 
have already said, will make it ineflBcient 
in course of time.

My friend, Shri Asoka Mehta, advo-
cated nationalisation of the general in-
surance as well. But he said he had no 
objection to the private sector coiitinu- 
ing in the general insurance. He is an 
advocate of nationalisation not only in 
this respect but in  other respects also. 
I  do not know why he should tolerate 
private sector in this only. It is very 
reasonable and sensible to leave some 
private companies in the interest of the 
Government Corporation or you can 
make them mutual companies. I agree 
with him that general insurance also

must be nationalised. But here a g m  it 
must not be made a monopoly. It is not 
because, as Dr. Lanka Simdaram sa i^  
foreign interests have got some hold io 
the general insurance that it has not been 
nationalised.

Shri Somani said yesterday that ii 
the policy mentioned in the Finance 
Minister’s speech was wholeheartedly 
pursued and carried on, the experience 
of the corporation here would be the 
same as that o f some other countries 
which have nationalised this. W hich is 
the country which has nationalised in-
surance and made it a complete success 
without competition ? I would like to  
know.

In this connection, I would mention 
an American corporation. I have heard  
of a big American corporation who anr
m anufacturing soap—Proctor and 
Gamble. They are manufacturing dif-
ferent kinds of soap— washing soap, etc. 
They allow each factory— mind you, 
they are under one corporation— tty 
compete with the o th e r ; they allow eveiv 
cut-throat competition ^ tw e e n  two fac-
tories of the same corporation.

Shri B. S. M iirthy: Spartan system o f  
competition.

Shri M atthen : It is competition
among th? two sectors of the same 
company. One kind of washing soap is 
called Tide and there is another called 
K am et; both are manufactured by the 
same corporation but in two factories. 
One is allowed to compete and cut out 
the other soap from the market. T hat 
depends upon the particular executive 
who is responsible to r this. They have 
different advertisement arrangements, 
different propaganda. Americans, as 
you know, are the best people in pro-
duction in every industry and w hether 
you like them or dislike them, you have 
to take your hats off for their produc-
tive capacity. So, they know the value 
of competition which is the basic fac-
tor which I am afraid the hon. Finance 
Minister had not sufficiently appreciated.

If he does not want to  tolerate any 
private sector at all for whatever 
reasons it may be I would then suggest 
four autonomous corporations and not 
one so that the spirit of competition 
will be there, with independent actuariaf 
valuations.

Shri K. C. Sodhto (Sagar): W hat is  
the necessity of having comperition when 
you are going to nationalise insurance?
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Shri Matthen: M y humble su g m tio n  * 
is to hove foor dlstiact and C e r e n t  
corporations with distinct boards. Sup- 
pos ag, M adras has a lower premium 
than the other corporations at Bombay 
or Delhi, that is a very strong point in 
their favour and they will go out and 
say that they are able to give better 
service at a lower premium. After all. 
Government is the same and the machi-
nery is the same.

Sbri M . C. » i a h : May I know if the 
hon. M ember suggests that there should 
be different rates of premium in differ-
ent parts of the country?

Shrl M atthen t .1 did not au g (p t. that.
If in the valuation, one corporation finds 
that It' can affioia a -  WOfir effieienfly 
even with a small reduction in  thif jf re i 
mhwn,- tt should not piffcveHred.'Thaf 
is my pbfftt. ■ .....  '  "

In mjf State— ^Travancore-Cochin—  
there is this motor insurance— ^third 
party risk. The complaint there is that 
the Government do not settle the claims 
quickly. It has, therefore eventually be-
come another motor tax. It is a mono-
poly there. I am only submitting that 
this monopoly, whether by the Oovem- 
ment or by anybody did-not work so 
well as with competition. Without com-
petition there will be a set-back to the 
business, to its eflSciency and its interests.

Shri S. V. Ramaswamy i It is too late 
in the day to question the wisdom of 
nationalisation.

Shri B. S. MHrtfay: It is never too late 
for any wisdom.

Shri S. V. Ramaswamy > I sa id : “to 
<^uestion the wisdom.” It has been there 
smce 1950 and it has taken nearly six 
years to be b r o u ^ t  before this House. 
M y friends on this side and that side of 
the House have given very many cases 
of malpractices and I do not think I 
need add to them. I have had several 
occasions, as a m atter of fact, to write 
on behalf of persons who had insured 
with various companies, who had paid 
up the premium for 20 years and whose 
policies were ready for settlement. They 
wrote letters after letters to the com-
panies but no replies were received.- 
They were left with only their policies 
and, possibly, a litigation to start with. 
The reply which I received was uniform-
ly same. The Controller of Insurance 
has said that he is powerless, that he can 
only persuade the companies to pay off 
the amounts and settle the accounts.
2—15 Lok Sabha.

But, by mere persuasion nothing hap-
pens. I know of several cases w h en  
people lost their monies. Therefore, it 
IS not one day to soon to have this in-
surance nationalised.

The main objectives of this are stated 
to be three, namely, sjieguarding o£ 
funds of policyholders, effective mobi-
lisation of funds and efficient service.

With regard to safeguarding of funds 
of policyholders it stands to reason if 
insurance is nationalised the policyhold* 
ers need not have any fear at all b»- 
cause they have ^ot a claim over the 
Government and it is like investiiw or 
putting one’s money in the State Bank 
of India. There is no fear about it. On 
that score not much argument is need-
ed to sprak in favour of the nationalisa* 
tion of insurance.

But, the other question is of effective 
mobilisation. It is there that I wish to 
utter a word of caution. Mere nationali-
sation will not result in effective mobi-
lisation unless you take necessary steps 
to mobilise funds. We must take a les-
son from the Postal Insurance which 
has been there from 1914. In 1914 
there was only a business of 
Rs. 3,38,00,000. In 1952, after nearly 40 
years, it had come up only to Rs. 20 
crores even though the premium ratei 
were lower and even though they had 
other advantages of insuring and getting 
more custom than the private insurance 
companies.

Shri K . C. Sodhla: Can it not be
compelled by means of law to just 
have policies m the nationalised insur-
ance 7

Shri S. V. Ram aswam y: I  am com-
ing to that, the State can force its own 
servants to insure with the nationalised 
insurance. As a matter of fact, in the 
Mysore State they are doing it. Officer* 
above a certain grade are compelled to  
insure with the State Insurance in 
Mysore. The State Insurance in Mysore 
is working very well. As a matter o£ 
fact, I would submit that the way in 
which the Mysore State Insurance is 
working may be studied in detail.

Now, even th o u ^  the PosUl Insur-
ance had such facilities they have not 
been able to  mobilise funds. It has got 
its own inherent weakness. For instance, 
the postal authorities who are eotnuted 
with tUs work have not got the neces-
sary enthusiasm. They do not have the 
urge and drive to do the work and tfaejr 
do not take necessary steps to see th a t
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more people insure with them. There is 
that lassitude, that inertia on the part 
o f the oflScers and we must take a
lesson from them so that after nationa-
lisation we do not lapse into idleness 
and lassitude. We are put on our trial 
when we have-taken over the business. 
We must put in all our efforts to see 
that we do better than the private in-
surance companies.

The insurance premium was also 
lower in the case of the postal emplo-
yees but, they suffered from two defects, 
namely, the private insurers were able 
to give stronger inducement and the 
salesmanship of the agents was very 
much better. It is no use merely saying: 
“We are the Government. We cannot 
take up the methods of private insu-
rers. They may resort to all sorts of 
methods but we cannot resort to them." 
I  do not think we should take that atti-
tude and say that we are not going to 
adopt their methods. There are some 
good points with regard to private in-
surance also which we have to  s tu d y ; 
for instance, their enthusiasm. It is the 
profit motive that is driving them to go 
to the remotest village and see that 
more and more people are insured. That 
sort of enthusiasm must be found after 
the nationalisation of insurance.

My greatest fear is this bureaucratisa- 
tion. Bureaucracjr goes slow. It is not 
resilient. There is not much elasticity 
which the private sector has. All these 
must be incorporated in the insurance 
scheme, otherwise. I am afraid we will 
not be able to mobilise as much as we 
would like to. The nationalised insur-
ance must adopt all these methods. Then 
again, there must be quick service. Why 
are the private insurers making so much 
headway ? That is because they cater to 
the needs of the people. It may be that 
the people may want a loan for some 
marriage coming up or for some other 
ceremony. When they ask for a loan on 
such occasions within a few days it is 
arranged. There m ^  be other exigen-
cies and difficulties. The private agencies 
are able to accommodate them. Even 
in the m atter of settlement of claims 
they quickly do it.

Mr. CbalrmaB: I  would like to  point 
o u t to  the hon. Member that here there
are two Bills. His suggestions are very 
helpful but they would be more appro-
b a t e  when v>t take up the other Bill, 
^ e  time here is very short.

Shri S. V. Ramaswamy t Very well, 
S r. Now I will complete my other pdnt. 
In trying to mobUise more funds I

> would urge that the Imperial Bank, the 
State Treasuries and the post offices are 
made better use of so that this message 
of insurance— I would call it ‘message 
of insurance’— is carried to the remotest
village on behalf of the State and more 
funds are obtained. In 'th is  connection 
I would also suggest another thing. They 
are setting up a propaganda machinery 
for the Second Five Year Plan. I would 
suggest that this may be made part of 
the propaganda plan so that the people 
are better informed of the fact that by 
insuring with the State their funds would 
be absolutely safe.

I want to mention one other point. I 
am not clear about it and the Finance 
Minister has also not spoken about it. 
It is this. In the private sector there are 
many people who could not find em-
ployment in other ways— they might 
have failed in their examinations and 
could not get employment elsewhere 
o r actually failed in life as a m atter of
fact— but have resorted to insurance 
agency as a last resort. In this way 
they have been able to make both en(U 
meet. They go about id  the villages 
riding a bicycle or walking and earn 
their livelihood. I do not know, it is not 
clear from  the speech of the hon. Mi-
nister, what will happen to them. That 
way many people will suffer. Then, it is 
not merely full-time persons who are 
affected, there are part-time earners 
also through this insurance business. 
The other day I met a person who re-
cognised me as coming from a particu-
lar place at Vishakhapatnam. He came 
late at about eight o’clock. I asked him: 
“Where are you coming from  ? Where 
are you employed ?” He s a id : “I am a 
clerk in the Defence Department at the 
Vishakhapatnam Port. I get Rs. 150 a 
month as steno-typist.” I asked h im : 
“Where are you coming from now ?” He 
sa id : “In the spare time after my office 
hours I do insurance business. My in-
surance agency is in the name of my 
wife. I go about in the villages meeting 
people and collecting custom. That way 
1 am able to supplement my income. 
This is not the only case. Hundreds of 
people with small incomes and who are 
not able to make both ends meet s u ^  
plement their income by doing this 
honest labour. I do not know what their 
l^ i t io n  would be after the nationalisa-
tion. I do not know whether they will 
be permitted to do their part-time work 
and supplememnt their mcome in this 
way. That is a m atter for consideratioa. 
I  also do not know whether they are 
going to  have regular a ^ c i e s  and in  

having regular agents they are going
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to  prescribe any educational qualifica-
tions. The agents now in the private sec-
tor do not have any educational quali-
fications. They are actually persons who 
have failed elsewhere in hfe. Some con-
sideration ought to be given for their 
service and capacity to get custom. 
You must take into consideration their 
ability to meet people and encourag-
ing them to invest their money. All 
these factors must be the considerations 
while employing agents.

I have received a message from the 
/^I-India Insurance Employees’ Asso-
ciation. I  am glad to see that they have 
welcomed this measure and they also 
say that the general insurance should 
also be soon nationalised. They seem to 
express fear about the future. I  am glad 
that the Finance Minister himself has 
given an assurance, and I  hope that as-
surance will be carried through.

My only point is that steps should 
be taken not merely to mobilise but also 
to make this business a  very efficient 
one and make this department a very 
efficient department. All the charges 
that were levelled against bureaucracy 
should not be allowed to be levelled 
against this department. I  hope that this 
nationalisation would serve the great 
purpose that it is meant to serve, name-
ly, the mobilisation of funds to  finance 
the second Five Year Plan. I  hope that 
these matters will be taken into consi-
deration and 1 wholeheartedly support 
this Bill.

Shri A ltekar (North S atara): When I 
consider this measure of Government 
for taking over the business of life insur-
ance companies,— ^ood, bad or not ao 
eitlicr,— I am reminded of a beautiful 
Sanskrit verse which 1 would have quot-
ed had the Finance Minister been here.

Some Hon. M em bers: Please say i t
Shri A ltekar t I shall narrate it. A 

Sanskrit pandit was passing by a road 
and in the verandah of a house he saw 
a lady wreathing a necklace. He watch-
ed her action and said : '
“ frrsf JTfW fH-iCHTRl”
“This simple lady is wreathing or 
rather stringing in the same thread, 
beads of glass, of gold and even some 
precious jewels.” But, on second
thought, he said :

"W hat wonder is there?  Even the great 
Panini, the grammarian, brought in one 
aphorism, under one rule, namejy,

“ f v p in r h m t  i”

Indra.
the dog, the youth and God

So, the pandit said it was no wonder. 
What Panini did was to show some com-
mon form these words assume. Here 
there were similar types of organisa-
tions wherein many sorts of abuses had 
crept in some of them and it was neces-
sary before nationalisation to take action 
to prevent mischief by any one of them. 
So, it was, as a matter of fact, incum-
bent to take the action and he bad taken 
action in that way. However, those who 
are doing good business and who have 
done it in a v e ^  creditable manner 
need not feel offended, because when 
there is a surprise inspection or a visit, 
the black sheep of course will be ex-
posed, but those who are behaving 
properly will not be ta in ted ; their 
credit will be enhanced. I therefore 
think that there is.no  necessity to look 
upon this ordinance as a sort of indict-
ment upon those who were carrying 
on good business in a very proper man-
ner.

I want to say at this time, when we 
are writing on epitaph on the conclud-
ed regime of the private life insurance 
business, that we should not fail to uve 
proper praise to those who have done 
very important and patriotic duty to 
improve the economic conditions of our 
countiy. There have been people who 
have done great and pioneering business 
and made the business popular. They 
have consolidated the business and had 
given a sort of lead and a substantia] 
fund to the Nation. All honour to them.
1 know that there are some companies 
who have even welcomed this measure. 
In my part of the country, there is a 
company which was fathered by dis-
tinguished men belonging to the Gandhi, 
Tilak and Gokhale schools of servic* 
and they have brought it to a very h i ^  
status. When their business was taken 
over by the custodian, they had a meet-
ing of the board of directors and said 
that they were handing over the com-
pany to the Government Just as a lovinc 
father hands over his well-qualified aM  
well-brotuht up d a u ^ te r  to the bride-
groom. In e y  entertained the feeling :—

“ arra- inTTĴ  Pww: s rm f

That satisfaction w u  there which one 
felt at the time of returning a depoah 
long held in t r u i t
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Of course, at the time of parting, 
there is some sort of pain no doubt. 
But the trust has been handed over to 
the Government and let the Govern-
ment carry on that business in the best 
interests of the country. I think that 
should be the attitude, when the Gov-
ernment are taking over the concerns in 
the interests of the nation and for the 
good of the nation. That should be the 
approach. I am referring to the Western 
India Life Insurance Company of Satara. 
It was carried on by persons from  the 
middle class. They were all going on 
foot. None had any sort of motor-car 
or anything like that. The great and 
pioneering personality in that company 
who was even called a Vima-Maharashri, 
that octogenarian, did not go in a car, 
from his modest house to the stately 
officc of the company but on foot—  it 
was just a distance of half a mile— and 
he was drawing not more than Rs. 350 
when he was a managing director. The 
compapy has now more than Rs. 7 
crores in the Life fund. There are such 
people who have done pioneering work 
m the cause of insurance and they do 
deserve a tribute from us.

The insurance business has recently 
come to such a pass that various sorts 
of malpractices have crept in it. There 
is scramble for procuring business; there 
is cut-throat competition and all such 
things. These methods even worried the 
policyholders. An agent of a company 
cpmes and harasses; and another com-
pany’s agent gets in and annoys— they all 
malign each other and their rivel com-
panies and exasparate the poor customer. 
I know some of my friends have said 
that it is better that at this stage the 
Government should take over this busi-
ness so that all these malpractices waste-
ful expenses and rebates on premium 
may be brought to an end. Now, what 
would be the result of taking over life 
insurance business from the hands of 
the private companies? All of us know 
that in big cities like Calcutta, £)elhi, 
Bombay and Madras, there are the head 
offices and branch offices of various 
companies. M ore than SO companies 
are functioning and their agents, sub-
agents, chief-agents and all sorts of per-
sons are functioning. There is a big hier-
archy of agents going round and scram-
bling for the business by corrupt 
methods. Under those circumstances, it 
has lost all the grace of a good, and I 
must say, honest business. Tlierefore, it 
was but desirable that the Government 
should have nationalised this life insur-

ance business so that it could be p l a c ^  
on sound and good lines and worked in 
a very healthy condition to mobilise it« 
resources for the Plan— I would like 
to add that this hierarchy of agents—  
special agents, sub-agents and chief 
agents and so on— is causing not only 
annoyance and trouble to  all persons 
but they themselves are not benefited • 
by such methods. They have to spend 
a lot of money, a large percentage of 
money, by way of rebate, etc. Thus, they 
themselves do not reap any benefit. U  
insurance agents are to gain their liveli-
hood by following the profession of 
agency as such, it must be done in such 
a way that they really get the money 
which has been allowed by way of per-
centages on the premia, and the money 
should n o t be wasted.
1 P.M.

The area or the sphere of work of the 
agents should be defined and demarcated 
and the number of agents who shouldi 
function in that area should be fixed. 
Genuine and bona fide agents stand noth-
ing to lose by that; it will only effect 
those who are carrying on an unhealthy 
competition and the dummy agents, for 
whom no one can have any sympathy 
if they are weeded out. From  this point 
of view nationalisation will be consider-
ed a boon by the nation and by the  
policyholders.

My hon. friend Shri Tulsidas Kila- 
chand said yesterday— I am sorry I do 
not find him in his seat today— that the 
mmiber of income-tax payers in this 
country is very small and therefore the 
scope for insurance business is less. I 
would like to point out in this connection 
that though the number of persons 
paying income-tax in this country may 
be less, it is not only those who pay 
income-tax that want to be insured 
against risk but also those whose lit- 
come is less than Rs. 4,200— even far 
less than that. Again, if we just com-
pare the incomes in various countries 
and. the average size of policy in the va-
rious •countries, with the position obtain-
ing in our country, we shall find a very 
revealing situation.

Take for instance the United States 
of America. The aimual per head in-
come there is just about Rs. 10,000.

Shri AIku Rai Shastri (Azamgarfa 
Distt.— East cum  Ballia D istt— W est); 
We are discussing this subject without 
quorum.

M r. C hairm an: According to the con-
vention, we are adopting, there need 
not be quorum during lunch interval.
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Shri A M B U t In  the United States o f 
America, the income per head is over 
Rs. 10^000 and the average size of the 
policy it Rs. 12,000, about 1* times 
the average income. In the United King-
dom  the income per head is Rs. 4,200 
«nd the average size of the policy 
Rs. 8,250, that is, about two times. In 
India the per capita income is Rs. 284 
and the average policy is Rs. 5,300 in 
the case of foreign companies and 
Rs. 2,165 in the case of Indian 

com panies, and overall average policy 
com es to Rs. 3,000 which means ten 
times the average income. Though the 
per capita national income is small and 
many are not in a position to insure their 
lives, if proper arrangements are made, 
there is good scope for the expansion of 
insurance business, as would be evident 
from these figures. Furthermore, we 
can make insurance a compulsory one 
in the case of those who are in perma-
nent service, be it in Government or 
any other institution.

An H oa. M e n b e r : It is so already.

Shrl A H ekar: It is not so in the case 
o f  every institution, but it can be made
compulsory. If insurance is made more 
popular and well organised, there would 
ne scope for reduction of expenditure.

I would in this connection like to 
point out that insurance business is a 
trust and it will have to be handled as 
a trust. From that point of view, I would 
like to  strike a note of caution, that 
when we are mobilising our resources 
for tlie purpose of the Plan, and the 
execution of the schemes of the Plan, 
loans should be advanced from the in-
surance funds only to those projects 
which would yield a good return, as 
otherwise the persons who would suffer 
would be the policyholders. So far as 1 
am Biyen to understand, ^ h e  bonus 
paid oy postal insurance is not so high 
| s  fl'fS-'m  ih e  case of good comjjanies.

rate of boniis given hy goba efthi- 
panies should, under no circumstance, 

-come down when under our .management 
of the business. Then again the funds 
that these companies were making 
available for education and other na-
tion-building programmes, should con-
tinue to be available. I know of some 
instances where insurance companies 
have advanced money to schools and 
colleges on easy terms to construct their 
buildings. The interest of the staff work-
ing in these insurance companies should 
be safeguarded. In many companies the 
question of giving gratuity or extension 
to  persona who have put in long periods

of service was being considered. Their 
cases should not suffer in any way on 
account of nationalisation. The age of 
retirement should be fixed at 60 and 
should be made uniformly applicable to 
all immediately.

The axe of this ordinance, I under-
stand, has fallen heavily on the manag-
ing dirMtors who in many cases were 
whole-time employees of the companies. 
Some of them no doubt, were appointed 
custodians, but those who are not so 
appointed were discharged. These 
people have been whole-time officers of 
(he companies, on fixed monthly sala-
ries, eligible to certain benefits of ser-
vice like gratuity, etc. But under provi-
sions of the emergency ordinance, When 
the management was taken over, they 
were asked to go away. As a matter of 
fact, they are employees under para-
graph 10 of the corporation Bill and 
they should be treated as whole-time 
enmloyees and should not be made to 
suffer in any way. Some of the manag-
ing directors*, who have brought their 
institutions up to such a level that they 
were able to declare bonus from the 
first valuation, are now thrown out of 
employment. TTieir cases should be con-
sidered sympathetically and they should 
not be made to suffer in any way.

7 S9hri S. S. M o te : I wholeheartedly
support the measure which has been 
placed before the House by the Finance 
Minister. Of course, this does not mean 
that I am satisfied with the quantum 
that is being brought into the ambit of 
nationalisation. Mr. Deshmukh in his 
broadcast talk said that there has been 
a very general demand for the nationa-
lisation of the entire insurance industry, 
and yet he himself has not taken the 
step that is needed for satisfying this 
demand.

Now, I am reminded of a young ^ r l , 
shy, beautiful, who has been married. 
After marriage she is required to leave 
the house o f her parents to which she 
is attached and has to go to the village 
of her husband; but the steps are un-
certain, rather hesitating. Mr. Deah- 
mukh is one of the props of the capita-
list econom y; he is full to the over-
flowing with the canons of the capita-
list principles of economy. All his at-
tachment is to the capitalistic order of 
society and now under the slogan of so- 
cialishc pattern, he is forced to go to-
wards a new objective. When he is go-
ing towards the new objective, 1 mean 
the socialistic pattern, which is to be
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the future pattern of our economy, he 
is looking longingly towards the capi-
talistic cconomy, and naturally his foot-
steps are hesitating, uncertain, not as 
firm as they ought to be.

I am quite sure as he progresses to -
wards the new home whicn is going to  
be his permanent abode, the pull from  
that their direction will be sufficiently 
strong, with the result that his future 
steps are bound to be firmer than be-
fore. My submission is that though many 
Members sitting on this side and even 
some Members on the other side have 
expressed their dissatisfaction towards 
Government in not nationalising gener-
al insurance business, still, I am pre-
pared to rest content with what has 
been done. The reasons are obvious. 
We are trying to nationalise industries; 
we are t^ in g  to implement Five-Year 
Plans. The first Plan is reaching its 
conclusion and we are on the eve of 
another Plan. When a country, parti-
cularly economically undeveloped and 
backward country, takes to planning 
also process of planning itself releases 
certam forces which will have to be 
taken into consideration if the plan is 
to be implemented. Under the new 
Plan, we are going to have a total bud-
get of Rs. 4,800 crores. F or securing 
this amount, we arc looking to the 
foreign countries and we are resorting 
to deficit financing and such other meas-
ures. But, I  am quite sure that we shall 
not be able to  secure all the funds that 
are required for completely implement-
ing the second Plan, Naturally, therefore, 
the necessity of finding all the funds re-
quired for the second Plan have forced 
the hand of the present Government, 
and particularly the Finance Minister, 
to nationalise this insurance business. Is 
it new knowledge conveyed to us that 
those who are in the insurance business 
are experts in corruption and in adver-
tising their interests at the cost of the 
policyholders ? Is it something new that 
has come to  us ? If we read the rele-
vant literature, the debates in 1938 and
1952, we will find that speakers were 
particular to give a warning that the 
regulations and papers for maintaining 
law and order in business were not 
enough and that the Government would 
be forced eventually to take over all 
the business. But, somehow this is the 
occasion on which the Government 
found it necessary to come out with this 
present measures and, as far as it goes, 
we do support it.

I listened to the speech of the Finance 
Minister very carefully. All of us who

practised in courts will remember that h e  
was speaking like a prosecutor and the 
insurance industry was in the prisoner’s 
dock. He was s[waking like a prosecu-
tor laying charge after charge, trying* 
to prove that the prisoner in the dock—  
insurance management— has com mitted 
so many series of crimes at the cost o f  
the policyholders and at the cost o f the  
interests of the country. In order to- 
meet this prosecutor’s charge, which 
was a sufficiently condemning indict-
ment, M r. Tulsidas and M r. Somani„ 
who are supposed to be the defence law-
yers— I believe they are also in the 
prisoner’s dock— were trying to reply ; 
they were very profuse in ^v ing  som e 
statistics. Statistics like lipsticks, if  
properly used heighten the b eau ty ; but 
if improperly used, they add to the ori-
ginal deformity.

The M inister of Commerce (Shrt 
Karm aricar): Question.

Shri S. S. M o re : Mr. K arm arkar
says, “Question” so far as the use o f  
lipstick is concerned. I do not know 
what his experience i s ; as far as his ex-
perience goes, it may be a proper ques-
tion. But, I rely on my ex^rience. My 
submission is that the statistics which 
were being used by Shri Tulsidas and’ 
Mr. Somani did not prove anything.* On 
the contrary, I do not think what they 
say is relevant. It is what the policy- . 
holders feel that is more relevant, as far 
as judging this particular industry is 
concerned. I am one of the unfortunate 
few who have purchased a policy and 
yet are paying premium. When so many 
agents canvassing for different compa-
nies came to us and offer tempting con> 
ditions, the tempting character of th e  
conditions created a doubt in our«minds^ 
whether our life policy would be a valid 
policy at the time when the question of 
payment would come in. Not only that 
I know of a man who came from the 
rural areas. Unfortunately, that man 
died and his widow submitted a claim 
for the sum assured. A number of forms, 
were sent to that widow by the com-
pany asking her to fill them up. The 
medical certificate that the man was 
dead and cremeated was not found to  
be enough ; the widow was asked to- 
describe the colour of the hair and so 
many other points in order to show that 
the man was properly identified. I am 
quite sure it was not a  m atter of abun-
dant precaution on the part of the com-
pany, but it was all done with the de-
sign of finding out some loophole t(v 
say, "you do not satisfy the conditions;
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therefore, we are not prepared to pay 
the am ount.” That is the situation, even 
with regard to big companies.

Mr. Tulsidas was very eloquent , 
terday ; he was very furious w ith ' 
Finance Minister. I can very well un-
derstand the wrath of Mr. Tulsidas, be-
cause all these capitalists were locking 
to the Finance Minister as their last 
prop, as their last supporter. But, un-
fortunately, that very supporter has 
turned round and has taken the axe to 
split them. Therefore, naturally, having 
lost the last prop, they are feeling very 
furious and vituperative invectives were 
showered by a docile speaker as Mr. 
Tulsidas on the Finance Minister. My 
friend, Shri Asoka Mehta, found fault 
with the Finance Minister for coming 
out with an. ordinance and presenting 
this nationalisation to the House as a 
fait accompli. I find it on many occa-
sions extremely difficult to follow the 
ideological objectives and the basis of 
thinking of the Praja-Socialist Party. If 
a right thing is done by the Govern-
ment, even if it is done by a wrong 
way, I am prepared to accept it. It is 
very difficult for us to expect the Gov- 
enunent to go with longer strides on the 
road for socialism. Therefore, if an or-
dinance is issued, I would welcome it. 
Issuing an ordinance is a perfectly con-
stitutional way. If the Finance Minister 
had not nationalised it in the way he did, 
if he had cared to bring the Bill here 
and discuss it in all its prospects thread-
bare, what would have happened ? All 
the managers who are experts in cor-
ruption, falsifying documents and com-
mitting forgeries, would have presented 
the country with fait accomplb of many 
frauds. In order to prevent the perpetra-
tion of fraud, in order to prevent them 
from presenting this country with cer-
tain things which are not wanted when 
we are embarking on nationalisation, if 
an ordinance is issued, I do welcome it.
I do not see anything there to blame 
the Government.

There is one more point. As far as 
nationalisation is concerned, it is good 
that the Government have taken this 
step. But I have got nyiny doubts and 
I want to sound some notes of warning. 
The Government have nationaKsed this 
industry, but there are many advocates 
of private management who have also 
been voicing their fear that nationalisa-
tion has not succeeded in any country 
and that the Government have acted 
wrongly in nationalising. We should 
know how far the experience of those 
countries is relevant for us. A t least we

must be very cautious; we must be on 
our guard. I can appreciate the confi-
dence .with which my friend, Mr. M. C. 
Shah, speaks h e re ; but, unfounded con-
fidence is not desirable. I will tequest 
the Finance Department and the Oov- 
emment to proceed very cautiously and 
carry on the administration and do this 
job in such a fine manner that all these 
forebodings about failure of th b  ven-
ture shall come to naught. In the initial 
stages, I expect that this nationalisation 
is likely to result in bureaucratisation 
and bureaucratisation means c^ciaUsm 
and all the evils from which we suffer. 
If nationalisation really works out a i 
mere officialisation or departmentali-
sation under the ruling party, ^he na-
tionalisation is woi% nothing. It 
will mean only that the powers, patron-
age and incidence of business enjoyed 
by the citizens in the private sector will 
move to the citizens e m p tie d  or elect-
ed in the public sector. Then, all the 
talk of the Government spokesmen of 
greater service would be to the public 
and the policyholders will become a 
sham and shibboleth. This is what many 
people have been saying. It is for the 
Government to prove not only in the in-
terests of immediate future, but in the 
interests of our distant objective also, to 
prove that, when the Government takes 
over any venture, or nationalise any 
venture, though bureaucratisation is 
the first result, it outgrows and deve-
lops such a system of management that 
public utility service is sold to the peo-
ple much cheaper and in a more effi-
cient form. When that confidence is 
created in the mind of the people, then 
only the people will welcoitn* and en-
thuse on such measures. State capitalism 
or even state bureaucratisation is 
something better than private capita-
lism ; but it is something less than real 
nationalisation or socialisation of indus-
try. Therefore, I would plead with aU 
the earnestness that, while I appreciate 
what the Government have done, they 
must take particular care, because the 
monopoly with them is likely to make 
them indifferent to public criticism, and 
indifferent to the criticism that we may 
have the misfortune to voice. They 
should not be impervious to criticism. 
They must be very sensitive to criticism, 
always quick to remedy any defect 
pointed out by friends who may be 
sailing even as opponents.

You were here. Sir, when Shri Tul-
sidas was throwing out so many chal-
lenges. He was in a fighting mood. I 
have never seen him jn such a fighting 
mood. Why is he so fighting, in such a



1503 I^f4 InSUTMCt 3 MARCH 1956 (Emngftiey Previtims) B ill 1904

[Shri S. S. More] 
threatening, thundering form 7 Because 
be is bit to the quick. His vital interests 
have been touched by this measure. 
Therefore he is throwing out challenges 
to the Government. It is for the Gov-
ernm ent to  take up this challenge and 
turn the tables by showing that Gov-
ernment administration is more efficient 
and much better, devoid of any cor-
ruption, devoid of any defects which 
were so glaring in the administration of 
life insurance. I am sure a time will 
come when the Gpvernment, with con-
fidence and with growing experience, 
will come to this House and say, we 
have qualified ourselves for a further 
accession to our power and we are pre-
pared to take even general insurance 
under our wing of nationalisation to.

Life insurance for the present is 
mainly confined to the middle glasses 
and those coming from  the urban areas. 
1 shall not be wrong when I say that 
our life insurance is an entirely urban 
product. Now, Shri M. C. Shah will 
give me his ears and attend to what I 
say that it is not only enough to nationa-
lise insurance, it is further necessary 
that insurance should be ruralised, and 
other forms of insurance ought to be 
developed. I will make my suggestions 
in greater detail >vhen we come to the 
other Bill. By way of a brief indication I 
would say that crop insurance, cattle 
insurance, insurance against famine and 
insurance to the rural people in as cheap 
and simple a form as possible, should 
be the immediate objectives Of the Gov-
ernment. Insurance should be taken to 
the houses of the rural people. The Co-
operative .Plbnning Committee which 
was appointed in 1946 said;— I am 
quoting,—

“Almost the entire population 
in the rural areas and the low in-
come n o u p s  like factory workers 
and labourers in urban areas do 
not receive the benefits of insur-
ance."
This defect pointed out by the Com-

mittee will have to be cured by the 
present Government. Nationalisation of 
msurance has to  be welcomed by every-
body who has the interests of the coun-
try at heart. A t the same time, the 
friends of nationalisation may voice 
certain grievances and may point out 
certain defects. The Government should 
always be willing to hear these com-
plaints in a sympathetic manner and try 
to cure these defects as expeditiously as 
possible. That way Ties the complete un-
folding of a socialistic pattern of society 
In this country.

Shri B. S. Mnrthy i By the chorus of 
praise given to  the measure under 
discussion, it is proved that it is a  wel-
come measure, l l i e  insurance magnates 
h w e  come with a  certain com plaint 
that no certificate of good behaviour 
has been given to  them, and some other- 
persons have said that, if instead of an 
Ordinance, a regular Bill had been in-
troduced, the democratic set up would 
have been fulfilled. I  am not able to 
understand why these objections have 
been raised. First o f all, why should 
the business magnates require a certi-
ficate from the Ministry ? Or a patting 
on their back by the G overnm ent? If 
their conscience tells them that they 
have done well, it is the best certificate 
to them. If they have misbehaved, if 
they have defrauded, if they have played 
ducks and drakes with public moneys, 
they have to pay for it. Therefore, the 
question of praising or deprecating 
does not arise as far as nationalisation 
of insurance business is concerned. 
Again, as long as a measure is accepted 
to be in the interests of the country and 
also it behoves well for the inauguration 
of the Second Five Year Plan, a plan 
which is very ambitious, a plan which 
is trying to give more employment and 
also a plan which is havmg an indus-
trial bias, why should there be any ob-
jection whether it is done by means of 
an Ordinance or by means of a Bill.

As some of my friends have already 
stated, there is a lot of fraud, accepted 
even by the insurance business mag-
nates. If a Bill had been introduced, I 
think much of the money would have 
TOne under the drains, perhaps a num-
ber of excuses would have been given 
and perhaps some of the business mag-
nates may have flown to other countries 
and sought refuge. I think, in the ulti-
mate analysis, the measure and the 
method adopted is the best suited to the 
circumstances.

It is a curious thing that the one in-
dustry in India which does not require 
any capital is the insurance industry. A 
man with a little guts and gumption, a 
man with a little ingenuity, a man with 
a little influence, could take a room, 
have a table aifd a chair and a paid or 
unpaid clerk and then begin his business. 
An in d u st^  which does not require any 
initial capital is giving crores of rupees 
of profit every year to these persons who 
are able to do business. How does this 
money come 7 It is coming from the in-
sured, the policyholders. The policy-
holders depend upon the goodwill of 
these business magnates. And how much
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/m oney h a t been spent so fa r?  We do 
not know the real am ount that has gone 
down the drain. If  an investigatioB is 
made and it reveals that a lot of money 
has gone, 1 am sure the Government 
will take steps to  recover all the money 
that has been misappropriated by the 
over-avaricious business magnates in in-
surance business.

I do not want to cover the ground 
already covered by other speakers. But 
1 have to  make one or two points. 
Everyone has expressed his doubt as to 
the proper working of the insurance 
business after it has been nationalised. 
No doubt there are certain instances 
like the jeep scandal and the pre-fabri- 

■ cated housing factory scandal to chill
the enthusiasm of even the best expon- 
cnts as to  the true functioning of indus-
tries or business when they are nationa-
lised. Therefore Government must take
all courage and all precautions to see
that an im portant industry like this,
concerning crores of people and involv-
ing crores of rupees and giving a net
income to the Government in the form
of profits earned, which money is es-
sential for the working of the Second 
Five Y ear Plan, works well. I think the 

‘ Govenm ient will take all necessary pre-
cautions to see that the business increase 
by leaps and bounds and there are no 
leakages.

Many people have expressed their 
doubts that the business may shrink 
after nationalisation. I am sure the 
Government will take necessary steps 
to show them that the business has in-
creased. Any amount of voluntary pro-

Eaganda can be had today through the
elp of the voluntary workers we are

having *in the Community Projects and 
National Extension Services. They can 
also carry the message and the blessings 
of insurance to every house so that m

• course of time all the people, both rural
as well as urban, will become insurance
minded. There may not be any compul-
sory element in insurance but a sort of
moral compulsion may be brought about
by o rg a n is t  propaganda which will
bring home to every individual in the
country that by insuring himself he will
be doing a real patriotic deal by the
country.

Another point I want to deal with is 
about agents. My hon. friend. Profes-
sor Mukherjee, read out from Shri Ma- 
laviya’s brochure about the number of 
categories of agents, sub-agmts, real 
agents and unreal agents, if I can 
use that word. Therefore, there are lots 
of categories as far as insurance agents

are concerned. But the real business is 
done by the agent, whoever he might 
be. Therefore, Government should take 
immediate steps to see that all super-
numerary a ^ n ts  are removed and real 
agents are given benefiu, as far as pos-
sible, to compensate for their work. 
Regions may be allotted and all facili-
ties may be provided for a more brisk 
canvassing and brisk management of 
the business.

As far as the other employees are 
concerned, I have my own doubts whe-
ther the present employees of insurance 
companies are enjoying any benefits 
and whether they are compensated tor 
their services. As a matter of fact, I 
know the employees are suffering from 
a number of limitations in the matter 
of scales of pay, security of service, 
hours of work, other benefits etc. In 
many of the insurance companies the 
employees arc not being treated pro-
perly by the business management. 
Therefore, the Government should see 
that all employees, including the field 
worker, that is, the agent, are provided 
with good scales of pay and they should 
also see that no resentment is expressed 
by them.

Once having nationalised, it is for the 
Government to see that the insurance 
business works well because as a Socia-
list State we have to proceed gradually 
and slowly in nationalising a number of 
industries. Unless the nationalisation of 
a major item of industry like insurance 
is made a succcss, there will be doubts 
in the minds of the people whether it is 
worthwhile experimenting it in other 
spheres. Therefore I want the Govern-
ment to see that the industry is taken 
care of and the persons concerned are 
looking after it well.

One more point I want to mention. 
Mr. Somani stated that an enquiry com-
mission should be appointed to go into 
the working of existmg companies. I do 
not have any objection to have a com-
mission to go into the matter because I 
am sure the people who are still having 
doubts that there arc some people who 
are not blameworthy may have salisfac- 
tion that they are not free from blame. 
Mr. Somani also asked : if this will not 
work well, then will tlK Government be 
prepared to denationalise ? I say, yei. If 
It a o ^  not work then let us consider the 
question of denationalisation. But sup-
pose it works well. Then what is the as-
surance that Mr. Somani and other 
business mam ates will give to the Gov-
ernment ? will they be prepared to have
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nationalisation of other concerns for 
which they are responsible? Therefore, 
if you give a challenge, you must also 
be prepared to take a counter challenge.
I have every hope that this will be a 
success because the people will support 
it.

Shri K. K. B asa : Nobody is there in 
the Treasury Bench to throw a chal-
lenge.

Shri B. S. M urthy: Because the Gov-
ernment knows that there are commu-
nist friends who can take and give chal-
lenge. Therefore I am suggesting to my 
friend Mr. Basu to have this challenge 
thrown to Mr. Tulsidas and Mr. Soma- 
ni, who are sitting along with him.

I conclude with the words that hav-
ing taken the bold step for which they 
deserve congratulations, Government 
should work hard and see that it is a 
big success.

Shri Gidwani (T hana): I rise to sm>- 
port the Bill. I am also in favour of the 
Ordinance which has been issued. I do 
not want to  advance any further argu-
ments. It is enough that we get the news 
from the press this morning that some 
of the merchants, Ahmedabad mill-own- 
ers, had secretly removed the stocks of 
cloth to evade excise duty. The same 
thing would have repeated if this Ordi-
nance had not been issued and lakhs and 
crores of rupees would have gone to 
the pockets of some undesirable per-
sons. I go further and say that even if 
there are not malpractices on the scale 
mentioned, I am in favour of nationali-
sation on nriociple. Therefore, it is a 
right step in the right direction as we 
have now declared a socialist pattern of 
society or socialist society as our ob-
jective.

Having said that I do not want to 
repeat what others have stated and 
cover the same ground. But I want to 
say one or two things.

Mr. Chairman; I rec]uest the hon. 
Member to kindly finish hts speech with-
in ten minutes as there are so many 
other Members who want to  speak.

Shri Gidwani: It is being said that
we will not be able to run this Depart-
ment more efficiently, that we will also 
suffer losses and that there will be mal-
practices in the running of this Depart-
ment by the Government. There is some 
weight in that argument. I have been a 
member of the Public Accounts Com-
mittee for one year and during my term 
many things were brought to our notice

which have been commented upon b jr 
the Public Accounts Committee. Only 
a few days back, I read in the papers 
about the affairs of the D urgapur Steel' 
Works. This is what has been stated loi. 
the press re p o r t:

"The D urgapur Steel W orks has 
got into an inauspicious start with 
the susfwnsion of a top official, 
who, it is alleged, has kept to him-
self Rs. 27 lakhs collected on tend-
ers issued without authorisation.

This officer who has been in 
charge of preliminary works at 
D urgapur for the proposed Bri-
tish Steel Mill was suspended a 
fortnight ago pendijng a Special 
Branch in q u iry .. .  .H e is alleged to 
have issued tenders on his own for 
construction works and other ma-
terial required for Durgapur. In 
this way, he collected Rs. 15 lakhs 
in cheques, Rs. 7 lakhs in Treasury 
chalans and Rs. 5 lakhs in cash.
This is not the only instance.
As regards the Sodepur Glass W orks,, 

the less said, the better it would be. But 
I would like to read out to you an ex-
tract from the Fifteenth Report of the- 
Public Accounts Committee to show
how an officer had behaved. We exa-
mined that officer in the Public Accounts 
Committee, and this is what we have • 
stated in that re p o r t: .

“A staff car which was sanction-
ed by the Executive Committee 
was purchased at a cost of about 
Rs. 20,000. This was being used by 
the Managing D irector exclusively. 
The maintenance of the staff car 
by the Corporation for the exclu-
sive use of the Managing Di^ector 
amounted to a concession which 
apparently was not included in the 
terms and conditions of his appoint-
ment."
Apart from the car, even the p a tro l’ 

for the car was being supplied by the- 
Industrial Finance Corporation.

I am connected with the Rehabilita-
tion Finance Corporation which is
being run for the last eight years. There 
also, a similar thing has happened. 
Both the administrators who nave so 
far acted as chairmen were retired offi-
cials of the Finance Ministry. And this 
is what the Public Accounts Committee 
have got to say about their administra- - 
tion in their Fifteenth R ep o rt:

“The Committee observe that 
the Administration are very much 
overstaffed especially in the higher
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ranks----- During the course of their
examination o t the Accounts of 
the RFA , a num ber of cases were 
brought to the notice of the Com-
mittee where recruitment was re-

. ported to have been made without 
adequate assessment and verification 
of the experience and antecedents 
while the am ount of saiarly fixed 
in individual cases was out of pro-
portion to what was drawn by them 
in their last ^p o in tm en ts  before 
joining the R F A .. .  .The Commit-
tee are extremely dissatisfied with 
the manner in which the appoint-
ments of these ofiicers were made 
and their salaries fixed as also with 
the working of the Administration 
in “general.”
Similarly, in the Bhakra-Nangal pro-

ject, a sum of Rs. 10 crores has been 
lost. I  do not know what has happened 
in that case.

These are a few instances which 
prove that there is something wrong 
with our method of working these un-
dertakings. I would therefore request 
the Minister to be very vigilant and 
very careful in regard to the appoint-
ments as also the working of the admi-
nistration. Crores of rupees have been 
lost so far in these undertakings. In mv 
opinion, if all the resources that we had, 
had we utilised properly and honestly, 
then we would have been able to achieve 
double the results that we have achiev-
ed so far.

In this respect, one has to be very 
careful. There should be no nepotism 
and no favouritism in regard to appoint-
ments. Some hon. Members have ex-
pressed their apprehensions that the 
present staff may suffer in the m atter of 
appointments. I would suggest that we 
must lay down certain principles in this 
regard and be guided by them, for that 
will help us a great deal in maintaining 
the morale of the staff.

Yesterday, Shri Tulsidas referred to 
an amendment moved by Government 
in regard to the prevention of disquali-
fication for membership of Parliament, 
which reads as follows :

"It is hereby declared that no 
person who holds any office of pro-
fit under an insurer the manage-
ment o f whose controlled business 
has vested in the Central Govern-
ment under this Act shall be disqua-
lified, or ever to have been disqua-
lified, for being chosen as, or for 
being, a member of either House 
o f Parliament.”

When I enquired from the Minister, 
he told me yesterday that this was only 
a temporary measure. Because the 
ordinance was issued without the know-
ledge of those who were working as in-
surance agents, and in the absence of 
a provision of this nature, they may b« 
^ e c te d  adversely and may be disqua-
lified as well. I have no objection to a 
provision of this nature for the tempo-
rary period.

But I would say that we should 
be very careful not to do any-
thing which may make us target* 
of attack by the other partiet, 
and which may also be wrong by itself. 
Caesar's wife must be above suspicion.
I  would therefore say that none of the 
Members of Parliament or the Members 
of the State Legislatures should be per-
mitted to be an agent and at the same 
time be a Member of Parliament or of 
a State Legislature. This should be made 
perfectly clear.

I was told that there is no provision 
to that effect in the Life Insurance Cor-
poration Bill that is coming before us. 
jSut I would suggest that this should be 
expressly laid down in that Bill so that 
there may not be any trouble later on, 
and no pressures may be brought to bear 
upon Government to make any changes. 
After all, we are living in the days of 
democracy, and sometimes, if the Mem-
bers of Parliament put some kind of a 
pressure, we are likely to yield, 'or mo-
dify our decision; and the officers also 
may not make this suggestion, and the 
Law Ministry also may not give their 
frank opinion. I would therefore sug-
gest that we should lay this down very 
clearly now. ’

I am sure every hon. Member of this : 
House will agree with me that if any t 
Member of Parliament or of a State 1 
Legislature wishes to become an insur- 1 
ance agent or wishes to continue as an | 
insurance agent hereafter, he should re- j 
sign either his membership of Parlia-
ment or of the State Legislature as the 
case may be, or his agentship. The two 
things cannot go together. If we adopt 
this standard then we shall certainly be 
able to achieve some results. Otherwise,
I am afraid we shall be doing something 
which will harm our cause.

I would request the Minister to make 
i  categorical statement as to  what the 
policy of Government in regard to the 
niture is. That is very essential. Regard-
ing the future employees also, I  would 
very much wish that Government should 
arrive at definite decisions, so that there
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■will be no nepotism or favouritism, and 
•we shall proceed on an absolutely fair
basis, and achieve progress in our work
satisfactorily, efficiently and honestly.

We must try to  be economical. A t the 
same time, we must try  to  run our ma-
chinery smoothly.

Finally, I agree with Shri S. S. M ore 
and others who said that we must ex-
tend our activities to the rural areas. 
Our insurance should not only be ur-
banised, but it should also be ruralis- 
ed.

Shri Veeniswamy (M ayuram— Re-
served— Sch. C astes): The Life Insur-
ance (Emergency Provisiops) Bill is one 
of the few most excellent and progres-
sive measures that the Government of 
India have sponsored so far. This meas-
ure shows that on the whole we are 
defitiitely moving towards the long- 
cherished goal of socialism in our coun-
try. I would therefore declare that there 
cannot be any permanent place in our 
country in the future for the laissez- 
faire system. I may also assert that there 
cannot be any respect for those who are 
capitalist-minded, who have not got the 
interests of the people at heart, and 
who want to exploit the people and 
live on them perpetually.

I have no doubt that the entire coun-
try wopld conpatu la te  our Finance Mi-
nister on having brought this measure 
to this House. The Government have 
done a very good thing by issuing the 
Ordinance, and that has been done very 
cleverly. The Finance Ministry has 
made very excellent arrangements very 
secretly to take over the management of 
the companies without being known to 
anybody till the moment when the peo-
ple appointed by Government to take 
over the management reached the spot. 
Some people criticise the Government 
for having issued the Ordinance to na-
tionalise the insurance business in our 
country. I want to say that those peo-
ple who say that it was not democratic 
on the part of Government to have issu-
ed this Ordinance for nationalising life 
insurance business in our country do not 
know what democracy is. Democracy 
is a tvpe of Government which is against 
the dictatorial type of Government. But 
an Ordinance issued in the interest of. 
the large masses of the people is, in my 
opinion, in a sense a democratic method, 
and therefore, to argue that it is unde-
mocratic is ra ther-----

Sbri B. S. M w th y : Undemocratic.

Shri V e e iM w n iy t ___ undemocra-
tic, and that shows their dictatorial atti-
tude. Why should G overnm ent resort 
to the issue o£ an Ordinance when Par-
liament was not in session ? Because, 
as the Finance Minister has clearly 
pointed out on the floor o f the House, 
the question was being studied for a 
very long time and a stage had been 
reached when G overnm ent were com-
pelled to take over the management of 
life insurance business. If the Govern-
ment had come to Parliament with 
a measure for approval o f the nationa-
lisation policy, 1 am sure that every-
body will agree that the insurance com-
panies would have manoeuvred to 
swindle away the money and other 
assets in their possession and at the time 
of taking over of the management by 
Government, the companies would have 
been left in a state of complete insol-
vency. So the Government have done 
a very good thing in having issued this 
Ordinance.

The Finance Minister has substan-
tiated his arguments by citing some in-
stances of misappropriation of Govern-
ment securities. I  may point out some 
instances. In the case of one bank in 
Bombay, Rs. 30 lakh worth of securities 
were found missing. In another case, Rs. 
15 lakh worth of securities were found 
missing. In a third case, Rs. 12,000 worth 
of securities were found missing. Then 
in another case, Rs. 20,000 worth of 
Government securities were purported to 
have been kept in deposit with a bank 
and later on when the liquidator took 
over of the management of the bank, 
he found not the Government securities 
but some shares the title to  which was 
far from clear.

The management of the companies 
has been very inefficient. They have 
not gone to the rural areas. This is the 
complaint. I come from a rural area. 
I have not seen any agent coming to 
any village for registering life insurance 
policies. The rural areas should have 
been covered by these companies, but 
they have completely failed and that has 
motivated Government to take this ac-
tion. I may also state that only a frac-
tion of the people living in town areas 
are being benefited by insurance com-
panies. Hereafter I  am sure the villages 
would be explored and the village peo-
ple will be enthused and Government 
would do everything possible in their 
power to infuse into them confidence 
as to  the safety of their money which 
Government would persuade them to 
put in insurance policies. There has
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always been a com plaint against the 
companies^ that they do not make 
>rompt payment o f c la im s; only Mien 
egal prsssure is brought to bear upon 

the companies make payments.

As regards the utilisation of the funds 
available with the life insurance com-
panies, the Finance Minister has said 
that they will be utilised for implement-
ing the Second Five Year Plan. But I 
want to suggest that the funds of the 
companies should be utilised for the 
welfare of the poor masses in our coun-
try. Even though we have made a socia-
listic pattern of society our goal, our 
jeople are very very backward. They 
lave no food to eat, no cloth to wear 
and no shelter to live in. If  we go to 
the rural areas, we know what condi-
tions are prevailing there. Therefore, I 
would humbly appeal to the Govern-
ment to utilise the funds of the com-
panies that are being nationalised for 
the welfare of the people living in the 
rural areas especially. I also suggest 
that low incdme groups should be ap-
proached and persuaded to take pou- 
cies. As regards the motto of Govern-
ment with regard to this nationalisation,
I may quote the Finance M inister: 

“ . .. .b u s in e s s  in which there 
ought never to be a failure and not 
a single policyholder should ever 
finds his life’s savings in danger. 
With the profit motive eliminated 
and the efficiency of service made 
the sole criterion under nationalisa-
tion, it will be possible to spread 
the message of msurance far and 
wide as far as possible reaching 
beyond the more advanced urban 
areas and to the hitherto neglected 
rural areas.”
Commerce has written ;

“If  nationalisation can at best 
encourage honesty without improv-
ing efficiency, then the second cri-
ticism that it will not increase 
savings and would therefore be of 
no help to the Plan also stands.”
It is the duty of Government to reply 

to this challenge and show that they 
will be able to approach the massea 
and persuade them to  save money and 
t(<ke policies and strengthen the hands 
of the Government with crores and 
crores of rupees for the implementa-
tion of the ^ o n d  Plan.

There is another charge being levelled 
by the capitalist-minded people and 
a ^  those people who have been run-
ning these msurance companies. They

say that Government-controlled insur-
ance will be a failure because the o &  
cers will not be able to manage the 
affairs and the agents will not work with 
so much enthusiasm as they have been 
showing so far. In this connection, I 
appeal to the officers who will be plac-
ed in charge of these companies to 
work with great interest, to put their 
heart into this work. They must show 
these people that the officers are more 
efficient, more honest and have got 
more interest in the welfare of the peo-
ple than these insurers who say that 
they have been running these mstitu- 
tions for the welfare of the people. 
If the officers co-operate with the Gov-
ernment in working efficiently, honestly 
and with the interest of the people at 
heart, we will be able to nationalise 
almost all industries and in the course 
of a very short time we will be able to 
establish in our country a real socialist 
State where every man that is born 
and every woman that is born in this 
country will be happy and prosperous.
2 P .M .

Shri Joachim Alva (K anara): Sir, My 
Lord and Master Jesus Christ had 12 
disciples and one was a rotten egg and 
only 11 remained to spread the mes-
sage of life immortal. But, my land, 
that is Bharat has 11 families to con-
sider the lift that is mortal and these
11 families want to rule the roost. They 
a r e : ,

The Tatas who control the New India 
and the Central Bank of India, the 
Singhanias who control the National 
Insurance, National R re  & General and 
the Hindustan Commercial Bank, the 
B irbs who control the Ruby General. 
New Asiatic, Bombay Life and thft 
United Commercial Bank, the Jalans„ 
who have the General Insurance Co. 
and the Hindustan Mercantile Bank, 
the Goenkas, who have the Hercules 
and Standard General and the Hind 
Bank, the Chettiyars who own the Uni-
ted India Life, United India Fire &, 
General and New Guardian and the 
Indian Overseas Bank, B. N. Chaturvedi 
— the Brahmins have also come in, the 
Brahmins who had only to depend upon 
the charity of their fellowment—Cal-
cutta Insurance and the United Bank of 
India, the ICilachands— my hon. friend 
Shri Tulsidas Kilachand is not here 
and my friend Shri Somani is just walk-
ing in— the New Great and the Bank of 
Baroda, the Mafatlals, Jaya Bharat, the 
Poddars. All India General and the 
Bank of Jaipur and the Dalmiat, thet
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Bharat Insurance and the Punjab N a-
tional Bank— and Shri Somani bas got 
nothing or otherwise he would have 
completed the list. Why I am saying all 
this is that 11 families— all these 11—  
want to control the life that is mortal.

It is just possible that I am only re-
peating what was said yesterday but I 
was not here for two days. I came 
only last night and I missed the very 
outstanding perform ance of my bon. 
friend, Shri Feroze Gandhi, who sits in 
front of me. Why I am saying this is 
that these 11 families are trying to  con-
trol the destinies of 4 million people 
who have insured their lives— instead of
4 million we can really have 40 millions 
who will insure their lives. In this con-
nection, what is going to happen to  us 
and what has happened bas be'en seen 
so quickly. I, who have been sitting on 
the back benchcs, have been an un-
relenting critic of the hon. Finance Mi-
nister in some of his policies and ob-
jectives ; but I would be insincere if I 
do not say that this is the finest thing 
he has done in his Ministerial career, 
that is the nationalisation of insurance 
companies. It is a step that is the best 
rose in his Ministerial garden and, what-
ever critics may say, it will stand out 
as one great measure of our social wel-
fare State.

Let us go back to M ahatm a Gandhi. 
In times of distress, in times of uncer-
tainty and confusion, we always go 
back to the M aster for inspiration and 
guidance. W hether it be political or so-
cial work, whether it be Pakistan or 
anything, we always go back to  the 
Master. The M aster has spoken with 
great authority on every subject under 
the Sun. W hat did he say about life in-
surance and banking? All the tests laid 
down by M ahatm a G andhi are good 
enough for me and good enough for 
my land and good enough for all peo-
ple in the world. He was asked in 1928 :

"W hat in your opinion ought to  
be the basis o f India’s future eco-
nomic constitution ? W hat place will 
such institutions as savings banks, 
insurance companies etc., have in 
i t ?
He answered:

“According to me the economie 
constitution of India and for the 
m atter o f that the world should be 
such that no one under it should 
suffer from  want o f food and cloth-
ing. In  other words, e v e r y ^ y  
should be able to  get sufficient w o it

to enable him to m ake the tow cods 
meet. And this ideal can be uni-
versally realised only if the means 
of production of elementary neces-
saries of life remain in the contro' 
of the masses. These should be free-
ly available to all as G od’s air and 
water are or ought to  b e ; 
they should not be made a vehicle 
o f traffic for the exploitation of
others. Their monopolization by 
any country, nation or group of 
persons would be unjust. Tlie neg-
lect o f this simple principle is the 
cause of the destitution that we wit-
ness today not only in this unhappy 
land but other parts of the world 
too." ’

Then he sa y s ;
“As for our insurance compa-

nies, they are of no use whatever 
to  the poor. W hat part they can 
play in an ideal scheme of recon-
struction such as I  have postulated 
is more than I can say.”

This is where M ahatm a Gandhi 
comes and this is where we should go 
and not to  the opinion of the magnates 
who have controlled destinies o f the 4
millions of this land who have insured. 
Insurance companies have made a rac-
ket in regard to the settlement of claims. 
I do hope that the new nationalisation 
department that takes over will not copy 
any one of the methods of the insur-
ance companies. I hope the new na-
tionalisation department of the Govern-
ment of India will not ape the manner, 
will not imitate some of the measures 
whereby the claims of poor widows and 
orphans and other people, maimed and 
wounded are settled, not within 3 
months, but within 3 years or may be 
in 5 years. These lessons ought to be 
well learnt and it is a great pity that 
they have by the ordinance that has been 
passed only shifted the caps. The M ana-
ger o f the Oriental becomes the Ad-
ministrator o f New India. The Manager 
of New India becomes the executive 
bead of another insurance company next 
door. I have no animosity against any-
body. You simply transfer it from  here 
to there, the manager o f one becoming 
the manager of another. I had a cursory 
glance at the list of Administrators. 
Lovtrer down in the lis t___

Shri M . C  Shah t They are custodians 
for the time being. They have taken over 
the m ana«m en t with a view to nationa-
lise the hfe insurance business and as 
ioon as we have finalised the provisions
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of the Bill and eot it th r o u ^  Parlia-
ment it will not M  80. This is a  tem-
porary aspect of taking over and these 
are the cust6dians.

Shri Joachim A lv a : The first step
was wron^ in the sense that the animo-
sities, prejudices and hatred of the exe-
cutive of one company are transferred
to the other, I had a cursory glance___
{Interruption). Government has to look 
through the X-ray into the minds of 
most o f these executives and other offi-
cers whom they are going to appoint.

An H on. M em ber: Brain-washing.

Shri loachim  A lva: I find from  the 
list that the youngest fellow who was 
chosen to  be the boss of an insurance 
company which was started with the 
elTorts of another man. Why I say it is 
because we are all human— even Gov-
ernm ent officers or even Ministers have 
plenty of prejudices and these prejudi-
ces may go to the ruin of another 
company. That is why I say that you are 
transferring the caps from one to an-
other.

Sir, I hope you will give me some 
5 or 10 minutes more, t^ a u s e  I have 
stood up 10 times.

M r. C hairm an: Rising 10 times is no 
reason for giving more time to the hon. 
Member. I have already requested hon. 
Members that henceforth they may take 
only 5 minutes so that I can give a 
chance to some others also.

Shri Joachim A lv a : May I come to 
the po in t?  I was speaking of the way 
in  which they are working out in the 
Insurance Act. I shall give a most scan-
dalous instance in which I  had appeal-
ed the big employer and Chairman of 
the Oriental, Shri Purushottamdas 
Thakurdas, where I  have appealed to 
Shri Vaidyanathan and where they have 
rejected my appeal, for they have no 
human sympathies. W hat kind of sym-
pathy can they bring to bear?  My 
friend, the late Shri R. S. Nimbkar, 
one of the greatest leaders o f Bombay 
with whom I have taken bread and 
drunk milk in jail— he was the Chief 
Welfare Officer of the Government of 
itndia— while he was on duty had to 
enter the operation theatre at Lucknow 
and he died' on the cm ration  table. A  
umall sum of Rs. 7,000 was not paid to 
his three little daughters. I wrote an ap-
peal and b e g s ^  of them but what was it 
they sa id? They sa id : The claim did 
not show or diKlose the disease from

which he suffered. I s a y : Does that
preclude the children of t ^ t  poor man 
from getting the amount. He might have 
died of any disease under the Sun. He 
was a great labour leader, a great pa-
triot and he died in the operation theatre 
on the opcralion table and he was at thaf 
time an executive boss of the Govern-
ment of India. I want to know what com-
pensation the Government of India paid 
to_ his wife and children. 1 am giving 
this most glaring instance that under 
the name of technicality you refuse to 
give a sum of Rs. 7,000 to a patriot’s 
family and allow his wife and children 
to suffer. I do not know how many more 
glaring instances of this nature there 
must have been. It is all right for you 
if you command lakhs and lakhs of 
rupees from your bank and therefore 
you do not understand the other man’s 
difficulties. I think this type of cases 
must he hundredfold in all these com-
panies. When even, I with the little 
influence that I command of talking to 
persons like the Chairman and Manager, 
cannot get things don» for my friend, 
Shri Nimbkar, what is the position 
about other widows and daughters and 
sons that are stranded ? I want the hon. 
Minister to take this particular case in 
hand, and also cases of this type in hand, 
and see that a cheque goes immediately 
to Shri Nimbkar’s wife and children, 
and also to others concerned. Why I 
say so is because if the Government’s 
own machinery is not dominated by hu-
man interests, the whole of the insurance 
business will go to wreck and ruin.

The life insurance business in the 
post office is supposed to have failed. 
The Government of Great BriUin baa 
found it to be so. 1 expect that we must 
profit from the experience in other 
countries. Government must see that 
they take such officers in their machi-
nery who shall be dominated by human 
sympathy, who will not be carried away 
by legalities and technicalities to the 
extent of overriding human considera-
tions. If 1 suffer from any illness under 
the Sun— it may be physical or other 
infirm i^— I ought to be entitled to get 
something for my wife and children. 
Why should I not « t  i t?  Why should 
these technicalities be allowed to stand 
in the w ay? The new code of the na-
tionalised insurance department should 
be a human code. For one little disease 
that a person suffered from, the doctor 
writes a report and the Company doei 
not accept it. These are the u ings that 
I want to bring to  the notice of this 
House.
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[Shri Joachim Alva]
One more thing. N o high interest 

should be charged on the loans that the 
insured lake from the companies. A 
man insures his life for, say Rs. 5,000 
or Rs. 10,000. He goes and takes a loan 
fromvthe company at the rate of 4 to 9 
per cent, and all this amount goes up. 
So, the Government must come and 
lower the rate of interest.

There must be compulsory insurance 
for every man in the urban area. In 
the villages one may have a little piece 
of land and be able to earn his bread. , 
But the position is very difficult in the 
case of a man in the urban area. So 
there must be a compulsory insurance 
for every man in the urban area with a 
population of over 15,000 or 20,000. 
Unless Government has these aims be-
fore them, the nationalised life insur-
ance business will be a failure.

We must enlist the services of the 
women workers. Life insurance will be 
a great thing for the widows and orphan-
ed children, for those that are left 
behind when the husband is dead or 
the main partner is gone. The women, 
therefore, can be enlisted in the nationa-
lised undertaking in larger numbers by 
paying them reasonable salaries and 
making them go out and do work so 
that it may be a real incentive for the 
widows and children and other mem-
bers of the insured to see that these 
insurance schemes fructify and succeed. 
They had thoir first year sharks. The 
first year sharks are those people who 
take their first year’s income and after 
that they cannot find the money. I 
can give you another example. I insured 
my life for Rs. 1,00,000 some ten years 
a ^ .  The first years income was 
Rs. 4,000; the sccond year’s income was 
Rs. 4,000. I could not find the moncfy in 
the third year.

M r. C ha irm an : These details may be 
given on another occasion. There is no 
nme now.

Shri Jeaehiio A lv tt  I want the Gov-
ernment to  humanise the system in such 
a way that you do not take away 50 
or 70 per cent, and give me only 30 , 
per cent, because I could not find the 
money after two years. I  suggest that 
Government should look into whole 
list o f people whose life policies have 
lapsed m  this way and allow them a 
chance for re-insurance. Now, the posi-
tion is that about Rs. 8,000 are paid 
and out of that Rs. 5,000 are almost 
taken away by the company. This is 
something scandalous and I hope the

House will forgive me for saying th]i» 
because from  personal experience peo-
ple learn many bitter lessoi^.

The last point that I should like to  
bring forward is this. Although I have 
many points to make, you are asking 
me to sit down. My point is this. We 
must not neglect the condition of the em-
ployees. The new nationalised under-
taking must take care of the company 
em ployees; they must not be sent 
away. I asked two or three employees 
as to what they thought about nationa-
lisation. There was a cold trem or on 
their face. They were very cold about 
it. The employees must be having their 
fears about their jobs. Government 
must take all their interests into ac- 
to u n t including housing. There should 
be no racketing or dism issals; no short 
service for the old em ployees. should be 
given. In fact, their interests should be 
as param ount as the life o f the people 
insured. Unless you take care of the 
company employees, this whole schem e 
will be a failure. I earnestly request the 
hon. Finance Minister to see that the 
interests of the lakhs of employees who- 
are in the life insurance companies a re  
protected and no harm  is done to them 
either by peremptory dismissals or gross 
termination of their services or by less 
payment of gratuities and pension fun<b 
or by the cancellation of the leave due- 
to them. This is very important. If we 
sit in Parliament and not worry about, 
these employees, it is useless.

Shri Mohanbd Saksena (Lucknow-
Distt, cum  Bara Banki Distt.) : I wel-
come this belated measure aa far as it 
goes and I hope it will be folk)wed by 
other measures. I also congratulate the  
Finance Minister for the way he has 
gone about this job.

The other day I listened to the speech-
es of two industrial magnates in this- 
House, to their challenges and their aa-

> sertions, and I wondered as to  what had  
in itated  them most. Was it the men-
tion of a few cases that the Finance 
Minister had thought fit to refer to- 
justify the taking over of insurance 
business by means of an ordinance? If 
that was so, may I tell them that w e 
have been receiving reports of the In-
come-tax Inevstigation Commission, 
where a large number of cases are given 
in which businessmen have evaded 
the payment o f taxes to Government?^ 
And their names have not been given. 
Have they ever cared to  ask for th e  
names so that the rw utation  of others 
may not be involved 7 They did not do>
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that. Because it was not a case of their 
reputation but something dse. In Insur-
ance Companies they have had an op-
portunity o f  playing with other people’s 
money in any way they chose. It has 
been shown that their investment is very 
small as compared to  the large amounts 
of money that they are about to  handle. 
Both of them argued that it is not for 
the purposes of the Five Year Plan 
because the Finance Minister has assur-
ed that whatever percentage was being 
riven to  the private sector will still be 
forthcoming. They ask, therefore what 
is the advantage of taldng it over as it 
would not help the O ovem m ent? I 
might reply to them. They think that 
this private sector is limited— the small 
coterie of industrialists and businessmen 
who have been getting benefit from these 
investments. There is a vast section of 
people who do not get any help and 
they are in need of assistance. But all 
the monies of the insurance companies 
go to  help a few industrialists, their re-
lations, in-laws and nephews.

Shri F e n n e  G andU: Why bring in 
in-laws ?

Shri M ohanlai S a lm n a : Because it
is a fact. Again, they threw a cha llen^  
that there is so much of corruption in 
Government-managed and Government- 
owned institutions. I  am one of those 
who have criticised these institutions 
and I know where the defect lies. I  will 
not hesitate to criticise the Government 
institutions again and w ain  for cor-
ruption and malpractices. But I  may tell 
the House that the one institution whose 
affairs have come up before the House 
more than once is the Industrial Fin-
ance Corporation. Who was at the head 
of that institution ? Was he not a big 
businessman ? They say : if you are
going to take insurance, leave at least 
some in the private sector so that there 
may be competition. I  believe one can-
not ride on two boats. Either it is neces-
sary in the interest of the country to 
nationalise it or it is not necessary; there 
is not third course.

If you refer to the proceedings of
the House, you wiU find that in 1946 
some of us tabled a resolution for the 
nationalisation of insurance and bank-
ing. It was not because of the misma-
nagement that has been going on in 
these companies nor because of the way 
in which the moneys were being invest-
ed. The one consideration was that it 
was after all trust money. Crores
and crores o f rupees come to them
and they have no right to spend it

3— 15 L. S.

b  the way you have been doing. You 
come forward and say that a law can be 
nassed and it could Im  controlled better. 

Xaws were passed and the Insurance Aot 
was amended so many times. We have 
found all that did not produce the 
desired eflfect. They say that they were 
slack in regulating and enforcing the 
provisions of the Act. If there are one 
or two bad companies, why should you 
give a bad name to all the companies 
they ask. May I remind them of the 
Hindi p roverb ; '

»f5i ^  i

It is one fish which makes the whole 
pool dirty. One drop of poison is en-
ough to make a whole bucket of milk 
poisonous and unfit for consumption. 
The Finance Minister pointed out why 
he had to bring an ordinance; it was 
necessary to proceed in the way in 
which he had done in order to see that 
public money was not lost. They say 
that it is not democratic. Why now ? It 
is according to the Constitution. This Is 
my challenge: are there even ten per-
sons in this House who would support 
you if your contention that the enact-
ment of an ordinance of this nature wai 
not justified ?

Shri G. D. Somanl (Nagaur-Pali): 
Ask Shri Asoka Mehta.

Shri Mohanlai Saksena: Leave him 
and one or two other persons, because 
there are persons who may be able to 
support you. But I want a reply. This 
ordinance was placed before the House 
and we are. just now discussing it. Could 
you tell me ten penons— leave Shri 
Asoka Mehta— who supported your 
contention ? If that is not so, if it can-
not be done, you cannot take shelter 
under that plea. The public sector works 
for service whereas the private sector 
works for profit. I know that they will 
devise all sorts of ways and means to 
see that the articles that are produced 
in the public sector become costly. If 
they are not more costly, people in the 
private sector will not be able to sell 
their products at unreasonable prices.

Therefore, I ask the Government 
again. They are just now putting up a 
number of iron and steel factories. 
Government must see that they employ 
such persons as are not liable to be in- | 
flueiK ^ by the interests in the private < 
sector. T h ^  have got long hanm  and I 
big resources and they can influence / 
people. They are talking of corrupdon 
among the oflteen. I  do not defend
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[Shri Mohanlal Saksena] 
them. They are themselves to blame. If 
you go to the root of the m atter, w h a  
are the persons who com rot them  7 
After officers retire from Government 
service, they are engaged in big con-
cerns. They are all retired officers who 
were heads of certain departments. That 
is one form of inducement and there are 
others. In no circumstances we should 
leave even one insurance com pany in 
private sec to r; all. should be nationa-
lised.

They say that Government will not 
be able to' get business; it will not be 
able to popularise insurance and they 
say so many other things. I admit that 
we will not be able to follow methods 
used by them. They exploited the in-
fluence of political leaders ; they utilised 
their relations and sons to get business. 
We will not do all that. Tlieir agents 
were remitting the first premium and 
they were domg all these things which 
were illegal. I  would ask the Govern-
ment to devise straightforward means. 
We must have some concession for self-
insurers. If they are going to insure by 
themselves, let them have some rebate 
in the first and subsequent premia. If 
we are not able to get so many agents 
fo go to the villages, we must utilise 
the service of the village panchayats 
nnd co-oi»ratives. But we must reduce 
the premium am ount and make it as 
cheap as possible.

I am very glad that the Finance Mi-
nister gave us an idea as to what he 
thought of the proper functioning of a 
pood company. 1 would judge the work- 
mg of the companies under Govern-
ment by that very standard. H e has 
given us a standard to measure the 
working of these companies. As Shri 
More pointed out, Shri Tulsidas work-
ed himself into a fit of injured innocence 
and righteous anger. Shri Tulsidas had 
said that the Finance Minister had gone 
down in his estimation. I am not sur* 
prised that such people were disap-
pointed a t his performance. I am sure, 
if he has m ne down in the estimation 
of Shri Tuuidas and other industrialists, 
he has risen in the estimation of others. 
(Interruptions). I am one of those who 
believe that a Minister must not concern 
himself whether he rises or falls in the 
estimation of this group or that section; 
be must be concerned only with the 
welfare of the people and he must wc»k 
in  the public mterest. I am glad that 
the Finance Minister has done so. N a-
tionalisation of insurance should have

come in fact in  1946 when m any of u i 
pleaded for the nationalisation o< 
insurance and banking. Banks also 
provide opportunity of playing with the 
money or other peo p le ; they have 
not got so much money of their 
own. I  felt that these things should have 
gone together. But, better late than 
never.

I  can give another reason why our 
industrial concerns are very much an-
noyed. There was a death in a family. 
An old person died and people in the 
family began to weep and they were 
weepmg. Some stranger came and he 
skid : “After all, he is an old m an and 
he has died. So, nothing unusual has 
happened.” Someone from that family 
replied : “Death has seen our house
and we do not know whose turn may 
come next". The Finance Minister has 
started with life insurance. Last year he 
came with the proposals for the nationa-
lisation of the Imperial Bank of In d ia ; 
this year he has come forward with a 
Bill for nationalisation of life insurance. 
Whose will be the next turn 7 That is 
what they are annoyed very much 
about. I  can understand their suspense, 
anger and annoyance.

In the end, I  would request the Fin-
ance Minister and his other officers to be 
very careful, imaginative, cautious and 
above all, sympathetic. Insurance busi-
ness, more than any other, requires 
htunan sympathy and imagination in a 
large measure. Unless they are actuated 
by these, I am sure they will not be 
able to make insurance the success that 
is expected of them. Even if they fail 
I do not wish that— I shall never like 
it to go back to the private sector. I 
would like to change the officers and 
have new men to make a success of it.

I can give another tip to the Finance 
Minister. H e  may have a capitalist in 
order to fiitd out the doings of other 
capitalists. I  hope the labour of many 
of the officers vnll be saved and he wiU 
be able to get much more information 
about the manner in which the affairs 
of these companies have been managed.

Sardar Hukam Singh (Kapurthala—  
B hatinda): I welcome this measure. I 
am one of those who advocate nationa-
lisation of banking and insurance. I feel 
that this is a step in the r i ^ t  direction.

The previous Speaker might have 
likened our Finance Minister to an 
angel o f death and he might have fears
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as to whom he visits next but such ner-
vousness might have been caused in the 
minds of a few. At least, 1 can assure 
the Finance Minister that he will bring 
hope to many if he proceeds in that 
way and in that sense he should not be 
afraid if really he can do service like 
that.

But one or two things that have 
already been said I have to repeat. There 
are fears that the Government depart-
ments do not discharge these duties so 
efficiently. This is rather a challenge 
that has been thrown, and so far, we 
agree with them that the departments 
have not acquitted themselves in the 
businesses that they have undertaken so 
efficiently with the result that there have 
been complaints. Just now, a few 
minutes ago, there was a reference by 
my friend Dr. Lanka Sundaram to the 
Bhakra D am  and in that alone the en-
gineers have swallowed several crores 
of rupees— he said Rs. 10 crores but I 
had mentioned that there were even 
more crores of rupees that have been 
grabbed away. I brought it to the notice 
of the Planning Commission last time 
—though the Minister felt a bit offend-
ed ; he was very sensitive at that time 
—that an engineer had been proposed 
to be awarded a m e d a l.. . .

Dr. Lanka Sundaram : For his defal-
cations ?

Sardar Hukam Singh : A t that time 
there was a case pending against him. 
The police were investigating the case 
about corruption that he had committed 
but here on the other side a medal was 
proposed and the President had to 
award that medal in a few days. I 
brought the m atter to the notice of the 
authorities and the award was withheld. 
Soon after, he was arrested and he is 
being prosecuted there. W hat I say is, 
they should not be so sensitive when 
we bring to the notice of our Ministers 
that there are such cases. They should 
certainly see that such things are re-
moved. I join my friends in urging u toh  
the Finance Minister that when he nas 
taken over this business he should see 
that the persons who are entrusted with 
this job really do the thing quite effi-
ciently.

So far, this business has been confin-
ed to urban areas. The agents that have 
been employed have thought it easy to 
go to these people who can be found 
there, spend some time and get some 
insurance business. But, what is needed 
is that it should be taken to  the r m l

areas. They require it more and if this 
nationalisation has to create an impres-
sion and do some benefit to our masses 
certainly two or three things must be 
done. Firstly, as I have said, this busi-
ness should be taken more to the rural 
areas because they require it more. 
Secondly it should be cheaper business. 
The Government should see that they 
can provide this business, they can sell 
this commodity to the ordinary man at 
a cheaper rate. If they cannot do it 
certainly they would not be able to en-
thuse the public so much as they ex-
pect to do. If they really intend to pro-
vide it at a cheaper rate they shall have 
(o reduce the expense ratio.

I wonder what the Controller had 
been doing for these last few years, 
when we find that the companies had 
enhanced their expense ratio very much 
during the last few years. If we take the 
instance of only two companies— New 
India and Oriental— the figures are like 
these. Xhe expense ratio of New India 
was ; 9 in 1945, 9 in 1946, 14 in 1947
13 in 1948, 12 in 1949, 13 in 1950,
14 ,7 in 1952, 1 4 'I in 1953, and i( went
down to 9-.1 in 1954. Similar is the case 
with regard to Oriental. It was 7 in 1945,
7 in 1946, 12 in 1947, 14 in 1948,
then it continued to be 14 and came 
down to 11 "7 in 1954. Ih is  sudden rise 
in 1948 from 7 to 12 in 1947 and 14
in 1948 and a similar rise from 9 to 14
in the case of New India shows how the 
expenses had increased. It should have 
been the job of the Controller to see 
why such additional expenses had been 
incurred, n i e  profits had been limited 
no doubt but the expenses had been in-
creased. They thought this to be an-
other method of taking over most of 
the money that was there. Now, what 
I want to point out is that when in 1954 
the New India has done its business with 
an expense ratib of 9’1 and the ex-
pense ratio of Oriental is 11-7 it should 
not be difficult for the Government to 
have an expense ratio or to work at an 
expense ratio of about 12. My fears are 
that what the Government proposes is 
much more than that. When these two 
companies were able to do their busi-
ness in 1954 at that ratio I should think 
that the Government should be able to 
do it at a cheaper rate. But, what I learn 
from some sources or what is given in 
the next Bill is that the expense ratio, 
is expected to be much higher than 
this. Therefore, my first request is that 
it should be seen that the expense ratio 
is reduced. It would not be difficult for 
the Oovemment to  work at tha* mtio 
because we find that other companies
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[Sardar Hukam Singh] 
had been doing it and by reducing the 
expense ratio they will be saving some 
money for the jwlicyholders and for 
themselves as well.

There is one other thing that I  want 
to point out and thai is with regard 
to the delay in payments on m atured 
policies. That was rather the chief fear 
m the minds of the insured. Now that 
the Government is taking over the busi-
ness, arrangements should be made to 
see that these people get their money on 
matured policies. It must see that the 
payments are made as soon as possible 
after the m aturity takes place. In this 
connection I have to suggest one thing. 
When the Government is taking over 
the business it should see that there are 
offices at the District levels with the 
authority to deal with cases as they 
mature and make payments immediate-

S they take a decision. Some respon- 
i>le officers should be there who

should be authorised to  deal with the 
cases in a short time. If  the insured 
person gets his payment o r his family 
which is entitled to get the payment 
under the policy receives it very soon 
then' it would create confidence in the 
minds of the public with the result that 
this business would expand enormously.

Now I come to the next point. The 
Finance Minister has mentioned that 
there were several companies that were 
being mismanaged and seyeral) had
to be taken over because it was 
thought fit to do so. The money was 
being utilised by those capitalists or in-
surance companies in other business
and it was thought fair and proper that 
the business should be taken over from 
those companies. I agree with him there, 
but there were other reasons also, per-
haps, that must have been taken into 
consideration. So far as these compa-
nies are concerned if we look into the 
lapse ratio one is horrified to  find that 
such large number of cases were there, 
such a large percentage is there, of life 
policies that got lapsed very soon after 
the policies were taken, that one feels 
that there was a large waste going on 
in respect of public money and that
was being utilised by these insurers.
What we find when we look into dw 
figures of those companies is that the 
lapse amounted to about 33 per cent, of 
policies within the first one and a haJf 
years, and about 50 per cent, within two 
and a half years o f their issue and about 
60 per cent, within the next three and a 
half years of their issue. Even bie com-
panies showed a lapse of about 35 per

cent, of the new business. W hen we 
consider that and find out what money 
would have gone to  those companies- 
in the form of lapsed policies, certainly 
a strong case is and could be made out 
that this business must be taken over 
by the Government. If  we take those 
two companies that I mentioned before, 
the New India and the Oriental, let us- 
see what the position is. So far as Orien-
tal, is concerned, we find that from  1947 
to 1954 the total business done was o f  
the order of Rs. 171 crores. The busi-
ness in force in 1947 was about 
Rs. 164 crores. So, the total business at 
the end of that period, by the end of 
1954, ought to have been about Rs. 335 
crores, but the total a t that period wa& 
only Rs. 210 crores.

[Mr . De pu t y -Spe a k e r  in the Chair]

That meant that about Rs. 125 crones, 
had lapsed ; giving credit for those poli-
cies that have matured, we come to a 
figure of about Rs. 100 crores in one 
company alone. That much business had 
lapsed. Similarly, giving credit for those 
policies that had matured, whether by 
deaths or by survivorship, they had taken 
good money themselves. In the other 
company, i e  New India Company, 
about R!s . 50 crores have gone like that.
If we total up, we can see the colossal 
waste, so far as the insurers were con-
cerned, that was going on. But perhaps 
that was an advantage to the companies.
If all that money, instead of going into 
the pockets of a few, goes to the peo- 
>le who insure themselves, or, if the 
apse goes on like that and if the money 

comes to the Government treasuries^ 
then too, it will be a step towards socia-
lisation and the Finance Minister will be 
able to  utilise the amount for the con-
structive purposes that he has underlin-, 
ed for the progress of the country. So,, 
my request is that, firstly, it should be j 
a cheaper business. Secondly, it should i 
be taken to the village areas. Thirdly, I 
payments should be made expeditiously \ 
to inspire confidence in the people who ‘ 
insure themselves. So far as this policy j 
is concerned, if this is worked out with 
a missionary spirit and the people who 
have some desire to  serve flie country 
pay to this business— then certainly we 
will find that the step taken would be a 
boon for our country. A t present, what 
it means to the worker is rather awful 
to describe. A t this moment, an insur-
ance agent is hated and despised every-
where. He is not tolerated by the people 
and he has to run away in that keen 
competition which is o f course very un- 
bealthv. He has to  give rebates and in
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several cases he is not able to  meet his 
own expenses. Now, the business will 
^ v e  him  good status. H e will be a 
man who would be heard and listened 
to. He would have some d im ty  and 
status because he would be dome a  job 
that is guaranteed by policyholders 
Otherwise, money is lost. Several com-
panies, after 1947, more than 50, I 
suppose, have failed already. If this had 
£one on perhaps many more companies 
will have fallen and so much money 
would be wasted. All that money could 
be saved. So, in all respects, as I said, 
this move is a wholesome one and I 
welcome the Bill wholeheartedly.

Shrl C. D . D eshm nkh: I feel greatly 
heartened by the general support that 
my motion has evoked, including the 
support o f those who are somewhat cri-
tical of Government. I have duly noted 
the sentiments of Shri Tulsidas and a 
few others who feel that by this measure 
■Government, and particularly myself,
are falling in their estimation. I should 
only like to assure them that this ^ro- 
■cess is mutual. I expect that by the time
we have finished, they will also find that 
they have fallen in their own estima-
tion. In any case, I quite agree with Shri 
Mohanlal Saksena that popularity is a 
thing not to be sought by those who do 
their duty and this is certainly, espe- 
-cially, true of the Finance Minister.

Reference was made to the course of 
thinking on this matter of nationalisa-
tion o f  insurance. From the side of 
those who have opposed this idea, it is 
s o u ^ t  to make out that this is a kind 
o f  judicial case where we have to
prove guilt by giving a verdict. As a 
matter of fact, it is something different 
th a t we have to  determine. For decades 
now, I should say. there have been dif-
feren t ways of thinking— arguments for 
and against nationalisation. Whether 
one is inclined towards nationalisation 
of some of these money institutions or 
not, depends on the complexion of one’s 
ideologies— ^whether one is inclined to 
be progressive or not. There are pros 
and  cons which are set out in the books 
of those who can write authoritatively 
o n  the subject. Therefore, one should
no t confine one’s reasons only to those 
o f  fact-finding as to the record of the
private sector in this particular matter 
Ahhough that is relevent enough.

There was a reference made to the 
Com mittee that was set up by tl»  
G overnm ent of India—the Cowasjl

Jehangir Committee, as it was called. I 
have been able to get hold of a copy 
of its report from my files.

Shri Asoka Mehta (Bhandara); I 
could have given it to you.

Shri C. D. DeshmnUi t I  was quite 
sure that we had i t ; and we studied it 
in order to find out how many of t te  
recommendations had been embodied in 
the Act that is current now and how 
many had not been. I learn that copies 
of it were circulated to the then mem-
bers of the legislature when the Bill was 
passed. There they have mentioned the 
following po in ts: Acquisition of inter-
est in insurance companies by payment 
of exhorbitant prices for the shares; 
manipulation of life funds ojf insjjrance 
cnmnaniftii'; pavm enr ^  Tar^~ emolu-
ments to the financiers themselves or 
officers of the company apiwinted by 
th e m ; payment of co n ^ n sa tio n  to ex-
isting management tor relinquishing 
their righ ts; inter-locking between banks 
and insurance companies, which was 
referred to by Mr. Asoka M ehta; clasa- 
es of shares; voting rights and separation 
of insurance funds belonging to differ-
ent classes of insurance. In conclusion, 
they sa id :

“Conditions similar to those pre-
vailing in some companies doing 
life insurance business in India ex-
isted in America also in the earlier 
years of the present Century. Wc 
are about 50 years behind the 
world. Drastic steps had to be 
taken there after an investigation 
in the year 1905. There the re-
medial legislation of 1906 as estab-
lished a standard code which was 
widely copied in other States.”
Their conclusion was that even in 

the U.S.A where there is a strong pub-
lic opinion, legislative measures were 
adopted as far back as 1906. Then they 
go on to sa y ;

“It is more necessary in this 
country, where public opinion is 
neither so strongly develoMd nor 
so well organised as it is in U.S.A.”

and so on and so forth. Then, they went 
on to make their recommendations. 
There are quite a large number of them 
and I find only two minor ones were 
not embodied in the Act. This was in 
1949-50. Then, came the Planning Com-
mission. This is what the Planning Com-
mission say s: In the course of their ob-
servations on the organisation of the 
credit system of the country in connec-
tion with the first Five Year Plan, they
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drew attention to  the necessity of fitting 
increasingly into the scheme of develop-
ment visualised in the economy as a 
whole, the banking system and in fact 
the whole mechanism of finance, in-
cluding insurance, stock exchanges and 
other institutions connected with invest-
ment. It is only then, they said, that 
the process of authorising savings 
and utilising them to the best advantage 
becomes socially purposive. I  pointed 
out in the course of my broadcast on 
the evening of the day the ordinance was 
issued that,

“principally with a view to en-
suring separate banking and credit 
facilities to the rural areas, the Im -
perial Bank of India was nationalis-
ed last year. The nationalisation of 
life insurance is a further step in 
the direction of more effective 
mobilisation of the peoples’ sav-
ings.”
So far as banks are concerned, I 

would like to say that this is as far as 
we have decided to go, subject to the 
question of taking over some of the ex-
State Banks, banks which owe their 
development to the encou ra^m en t or 
participation of the old Indian States. 
There are about 9 of th e m ; may be one 
or two will not satisfy the conditions 
which we intend to put down. But, 
our proposals in connection with that 
subject will be coming befbre the House 
in due course. In any case, this is not the 
place for entering into a discussion whe-
ther banks should be nationalised or 
not. I thought it desirable, nevertheless, 
to state what our present thinking on 
the subject was.

Coming back to insurance, the ques-
tion has been raised even by those who 
favour nationalisation that Government 
must confess that they failed in regulat-
ing the activities of life insurance by 
means of the Act. In a sense, we have 
conceded that. We have conceded that 
it is not possible to  achieve everything 
that one wishes to achieve by means of 
merely of regulatory measures. I hesitate 
to use the word "negative”, because it 
seems to  have displeased Shri Asoka 
Mehta. All I meant was this. “You 
shall not do this thing” is one thing 
and “you shall do this thing" is another 
thing. W hat we are now trying to do is 
th is ; we hope to be able to do what 
positively the life insurers have not been 
able to  do in the past like extension into 
the rural areas, lowering premium rates 
and half a dozen other very beneficial

things that the last speaker has men-
tioned.

Take the case of the 1950 am end-
ment Act. Section 6-A o f the A ct limits 
the maximum holding of any one per-
son in the shares o f an insurance com-
pany and this was enacted in an effort 
to prevent acquiring of control over in-
surance companies, that is to  say domi-
nation by individuals. But we find that 
this section has not loosened the hold 
on insurance companies of even a s i n ^  
financier. They continue their hold with 
the help of benamis and blank transfers 
— a problem we are still grappling with 
separately. The stranglehold continues 
unchecked. Then comes the question of 
interlocking. Section 27-A limits the 
maximum investment in the shares of a 
joint stock company. W hat is the answer 
of the same financiers? It meant for 
them only a little more effort of the in-
tellect with which they are so plentifully 
endowed. Instead of investing in one 
company, the investments are spread 
^ e r  large number of companies, all un- 

\i^ e r  the same group. So, the violation of 
one of our canons of investment, name-
ly, diversification of investments, is no 
less flagrant, although it is not so appar-
ent. Then, there is this question of pay-
ment of excessive remuneration to those 
in charge of management. That evil also 
still continues. If the persons controlling 
the company is prevented from being a 
managing director himself, he is always 
able to find dum m ies; in many cases 
employees are given increased salaries, 
but are required to hand back a  part of 
their salaries.

I stated in my speech that we started 
reviewing the problem soon after the 
last piece of legislation was enapted, 
namely, in 1951. I set the ball rolling 
by asking my Minister to examine the 
situation in die light of just one year's 
experience of the working of the Act. 
The preliminary examination by the 
Department of Insurance showed that 
nationalisation was a feasible proposi-
tion ; so far as life insurance was con-
cerned, it would be put into practicable 
effect. But at that time we thought that 
instead of embarking on wholesale na- 
tionaUsation it would be advantageous if 
we made a beginning with a Oovem- 
ment Corporation working in competi-
tion with private enterprise. These ideal 
have been put forward by hon. Mem-
bers n o w ; but we thought of them in 
1951. Such a Corporation, we th o u ^ t  
could be formed out of some of the mg 
companies for which administraters had 
been appointed under Section 52-A of
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the Insurance Act. The House will re> 
call that in the lairt few yean, quite a  
number of companies have come under 
our administration. we prepared a 
detailed scheme on th r t basis; W ,  we 
had to put this proposal into cold stor> 
age because of the pending litigation be-
fore the Supreme Court regarding the 
validity of Section 52-A of the Insur* 
ance A ct itself, which entitles the Oov- 
em m ent to take over the management 
of insurance companies.
3 P .M .

You may recall, Sir, the litigation in 
regard to the Sholapur mffls, ma-
nagement of companies, payment of 
compensation even for what was 
not acquired for public purposes 
in this sense in which that term 
is understood and was probably intend-
ed by the constitution-makers. So, later 
on, when we got entangled in these con-
stitutional difficulties, 1 suggested that 
the idea of starting with a small nucleus 
State corporation formed out of the 
companies under administrators should 
be given up and we might revert to the 
idea of wholesale nationalisation. This 
decision was made easier by the Con-
stitution Amendment which was made 
in article 31, 1 think, in regard to com-
pensation. So, we considered again the 
pros and cons of this course and then 
decided to take a plunge. Having taken 
a plunge, as I said the other day, we 
thought that it would be in the interests 
of the policyholders and would not 
hurt anybody if we issued an Ordinance. 
Because, even if we had come with a 
Bill, so far as final approval was con-
cerned, the House remained uncommit-
ted. A Bill is no further guarantee than 
an Ordinance that the House will ap-
prove of it. In the meanwhile, many 
things damaging to the interests of the 
policyholders might have happened.

I have been asked why we have not 
included general insurance within the 
ambit of this measure and also the main 
measure that is to come. W hat was re-
ported in the press yesterday was what 
I had stated in my radio talk on the day 
of the issue of the Ordinance. Therefore 
it was nothing new or nothing said for 
the first time only in the Party. What 
I read out there Is something would 
like to read out here again.

“1 would also like briefly to ex-
plain why we have decided not tQ 
bring the general insurance busi-
ness into the public sector. The con-
sideration which influenced us 
most the basic fact that general

insurance is part and parcel of the 
private sector of trade and industry 
and fimctions on a year to year 
basjs. Errors of commission and 
omission in the conduct of t ^  busi-
n g  do not directly affect the iiH 
dividual citizen. Life insurance 
business, by contrast, directly con-
cerns the individual citizen, whose 
life savings, so titally needed for 
economic development, may be af-
fected by any acts of folly or mis-
feasance on the part of those in con-
trol or be retarded by the lack of 
imaginative policy.”

I should like to develop these points 
a little further.

Even new, when life insurance is con-
fined to the urban population, and even 
there only to a section of it, the total 
life funds are in the neighbourhood of 
Rs. 350 crores, Rs. 378 crores or some-
thing. With the rapid expansion of 
business that we are confident of achiev-
ing, the funds available should be far 
greater. On the other hand, the funds 
available in general insurance are small. 
On the 31st of December, 1954, the 
total funds were less than Rs. 50 crores. 
Thus, we did not consider that from the 
point of view of assistance to our Plan, 
general insurance was going to offer any 
significant help. Then, of course, accu-
mulation of vast funds, such as in life 
insurance, in private hands carries with 
it the danger that the funds may 

, not always be used in the in-
terests of the country as a whole. 
This factor is not present in 
any great degree in the case of gen-
eral insurance business. Moreover, the 
persons who take out life insurance 
policies are mostly men of small means 
or men of moderate means. Moreover, 
the policy contracts are for long periods. 
TTierefore, it is not possible for a policy-
holder to change over to another insur-
er without loss to himself. He cannot 
change his mind even if it appears to 
him that it would no longer be safe for 
him to continue his policy. On the other 
hand, the policyholders in general in-
surance are persons in commerce and 
industry who have given good evidence 
of being able to look after themselves. 
Also they have this advantage that since 
their policies are usually short-term, 
not exceeding one year, they could 
diange over from one insurer to another 
without any loss to themselves. So, it 
wUl be clear that there is no particular 
vital purpose that nationalisation of gen-
eral insurance would have served. It 
riiouU also be clear that, in the main.
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in genera] insurance, the policyholders 
belong to  a class which is not in  need 
of protection or assistance from  the 
Government.

A t the same time, I  must say that we 
are aware of the malpractices in eeoeral 
insurance business also, and if tnere is 
no significant improvement in that res-
pect, although we shall try to follow the 
advice of Shri Asoka M ehta and see 
bow effectively we can exercise our 

^controls, we may then have to re* 
iexamine the question. F or the present, 
we have come to the conclusion, as I 
have said, that no vital purpose would 
be served by the nationalisation of gen-
eral insurance. I might add parantheti- 
cally that unwittingly we have become 
the owners of 3 general insurance com-
panies which are subsidiaries to life in-
surance companies. We shall be getting 
a little experience in the way of manag-
ing general insurance business also. In 
other words, we do not intend to give 
them up.

Lastly, with his usual suspicious na-
ture, Shri H. N. Mukherjee suggested 
that possibly the fact that foreign insur-
ance companies do a substantial part of 
general insurance business is the reason 
why we are not nationalising that. All 
I can assure him and the House is that 
such a suspicion is entirely unwarranted. 
The decision, I  need hardly say, and 
as I hope to have proved, has been 
taken entirely on the merits of the issue.

There are so many points raised in 
regard to the general issue, in regard to 
the safeguarding of the interests of the 
policyholders, in regard to manage-
ment, that it may not be possible for 
me to deal with all of them adequately. 
Fortunately, some of these points are 
bound to arise again when we deal with 
the main question of nationalisation, 
both when we make a motion for refer-
ence to a Select Committee in the 
Select Committee and in the later 
stages. There is one m atter which 
we claim has, at the moment, relevance 
only to the present measure, and that is 
the immunity which we want to  confer 
on Members of Parliament. The reason 
is that this has come like a bolt from 
the blue, without giving them any chance 
even to  consider what course of action 
they should take. It is to regularise that 
position that we have b r o u ^ t  forward 
this amendment which we w all be dis-
cussing on the merits a little later. W hat 
the position should be or would be final-
ly in regard to tbe general BUI, it wiH

be for the House to  decide. A t one 
time we were ad>^sed that since our 
intention is to  form  a Corporation—  
may be it ivill not be regardra as an 
office of profit, but the la ter view has 
been from  the same authoritative source 
— that perhaps the opposite view might 
be taken by courts. ^  this m atter will 
come before Parliam ent and since it 
concerns the Members of Parliam ent 
themselves they will be the best judges 
of the situation. We have no particular 
view to urge strongly in this matter. It 
is a m atter primarily for themselves to 
decide.

Then there are questions about com-
pensation being heavy and so on. T hat 
is particularly a m atter which should 
be considered in connection with the 
m ain Bill. Similarly, whether there 
should be one Corporation or for Cor-
porations, to what extent competition 
should be reserved as between the Cor-
porations, they also are matters which, 
I think, we had better deal with when 
we come to the main Bill.

In connection with the Ordinance 
there was an allegation that a director 
of a leading insurance company went to 
the Government a few days before the 
issue of the Ordinance, enquired as to 
whether an Ordinance was to be issued, 
got an afQrmative reply, and went back 
and made some dubious transactions in 
the accounts of the company. That alle-
gation was made by Shri Gurupada- 
swamy, who is not here.

Shri M. S. Gunipadaswamy (Mysore):
I am here.

Shri C. D. D eshm ukh: I am sorry. I 
did not see him so quietly sitting there.

I found this an astounding statement 
and, to my knowledge, it is not correct. 
If he will give me details of the com-
pany and the director and so on we 
might be able to make some more en-
quiries.

Shri M. S. G om padasw am y: New
India 7

Shri D esiunnkh: A director o f New 
India 7

Shri M. S. G unipadasw am y: Yes.

Shri C. D. D eshm uU i: I shall find 
out whether he approached anyone and 
g o t an answer. But considering that we 
have no special reason to  favour New 
India and since I  did not even announce 
the subject of my broadcast that day, 
which was a subject o f some specula-
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4ion, 1 doubt if anyone in  the Finance 
Ministry gave him this answer that an 
Ordinance was being issued.

There was a statement made that 
other countries, which contemplated na- 
donalisation, ultimately decided against 
such a step, like Norway, Denmark and 
then Mexico after actually embarking 
OD it. I find that Mr. Asoka Mehta has 
given instances and has chided me for 
not giving them myself that in all the 
countries nationalised insurance has 
worked well. Well, I agree with him and 
I said so much in my broadcast that 
wherever nationalisation was taken up 
seriously, it had succeeded.

In  the U.K. it h a p ^ n s  that life insur-
ance even in the private sector, as in 
many other things, is running exceed-
ingly well. W hat is more important, it is 
an important source of foreign exchange 
to  the co u n ty . That leads me to the 
point of foreign business. W hat are our 
intentions in regard to foreign business?
I may say at once this is not a great 
source of foreign exchange so far as we 
are concerned, although we are aware 
that not only Indians but some of the 

-others insure with our Indian insurers 
in some of the countries, especially 
Africa and, perhaps, parts of South East 
Asia. But we have already come across 
■diiflculties in running our branches of
the State Bank in some of our neigh-
bouring countries. The fact that the name 
o f the Bank has been changed has been
made the reason for requiring us to 
take out a fresh licence and when we 
apply for a fresh license we are asked 
to  close down a large number of branch-
es. A Government or a State running 
'Commercial, industrial or financial busi-
ness in another country always exposes 
itself to running into embarrassing situa-
tions if there is some conflict with the 
law and regulations of that other country 
and we are convinced that it would be 
a  wise step to make arrangements to 
transfer our foreign business in life 
insurance to some Indian company 
which deals in general insurance busi-
ness by arrangement. There was a com-

mission which examined the question of 
nationalisation in Sweden.

S bd K. K. Basn t W hat would t)>ey 
■be?

Shri C. D. DeriimiiUi t They would be 
Owners.

Shri K . K. B m  t Woukl that be an 
Indian com pany?

S M  C. D. D w A w A h : That wiD be 
an Indian company.

Shri K .K . B a ra : H ow 7

Skri C. D. Deshmnkh: Usually
there will be an Indian company work* 
ing there. Most of it is run bjr a com- 
PMy which is a composite company. 
They must be allowed to Uke it. After 
the assets and liabilities have been pro* 
perly valued the- transfer can be made. 
We have not yet examined the situation 
and we have not taken over any busi-
ness.

There was a Commission which exa-
mined the question nationalisation in 
Sweden and it commented th a t : 

“insurers of that country have 
been able to  give to the policy-
holders a well-designed, solid and 
inexpensive form of cover, main-
tained by a management which is 
business- ike in its organisation and 
public-spirited in its character.”

Similarly, the Norwegian Committee 
observed th a t:

“Norwegian life insurance, as it 
is carried on, is fundamentally 
sound and on a very high level 
both internationally and in compari-
son with other forms of business 
life. Its rapid expansion has not led 
to abuses of competition. Its in-
vestment also is beyond reproof.”

In Denmark Government life insur-
ance business, which is one-third of the 
total business done by all private insur-
ers put together, is expanding rapidly. 
In England the Government life msur- 
ance, in competition with private in-
surers both indigenous and foreign, has 
already come to occupy the second place 
In Japan the industrial assurance busi-
ness is transacted by the Government 
and it has been a success in catering to 
the needs of the working classes.

That leads me to the next point 
which is somewhat important and that 
is the question of monopoly and com-
petition. It is argued, I think by Shri 
Tulsidas, that Government can function 
only on a basis of monopoly and he hat 
challenged us to introduce a Corpora-
tion in competition with private indus-
try. I think Shri Venkataraman has al-
ready pointed out why in the circum-
stances of this country this should not 
be attempted and such a  challenge would 
be meaningtess. The reason is simple—  
that would not be a fair competition, 
so far as Government is concerned.
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The other party would break the rules 
at will, as at present, while Govern-
ment would be bound to adhere not 
merely to  all the legal provisions in 
their letter but also in  the sp ir it To 
take an illustration, the private insur-
ance companies would have no hesi-
tation in giving cash rebate which could 
not fail but succeed in  getting business 
in most cases as the rebate would also 
be free of income-tax. Therefore, a 
competition such as this would mean 
that all the evils of the private insurance 
industry will continue unabated and 
Government would be exposed to  ridi-
cule (ind you will recall that is the rea-
son why we gave up our original idea of 
starting a State insurance company our-
selves. We found during the course of 
administering some of our general in-
surance companies, which we are ma-
naging now, that we cannot freely com-
pete with the private insurers because of 
these very reasons.

Then much has been made of the so- 
called laxity of the Controller. Some-
body went to the length of referring to 
the sins of the Controller of Insurance.
I have made it clear that unless the in-
dustry itself strives to  attain better 
standards, no amount of Government 
control would be of any avail. W e do 
not believe that mere legislation will 
make angels out of men. We can 
claim with pride that if one went into 
the matter, one would find that the ad-
ministration of the Act has been m ark-
ed wilfi both zeal and devotion to  the 
polic>liolders.

The winding-up actions which we 
have instituted, and the transfers which 
the Department of Insurance had pre-
vailed upon the managements to make, 
bear ample testimony to this. In extreme 
cases, we have not even hesitated to 
take more drastic action. We have ap-
pointed administrators— which power 
was given to us only in 1950.. We have 
exercised that power freely, and during 
the short peric^ that has elapsed, over 
eleven companies have t ^ n  taken 
over. In many cases, the appointment of 
administrators was made solely with a 
view to facilitating criminal prosecutions 
against managements which in their 
greed had stooped to defalcations.

But the good actions of the Con-
troller o f Insurance are soon forgotten. 
They made a little stir two or three 
months ^go. I  need not mention names 
here and give examples of the vigilance 
and the speedy action taken by the

Controller. The trouble is tha t the law  
is such that no action can be taken un-
til after damage has been done to  t t o  
policyholders’ interests. No court of law 
will entertain a petition for winding up» 
tmless the company is insolvent beyond 
d o u b t; and the onus of proof lies heavi-
ly on Government.

In one case, a court of law dismissed 
the petition of the Controller o f Insur-
ance, holding ‘ that even the uncalled 
capital should be taken as an asset. The 
A ct gives nine months’ time for sub-
mission of accounts. Insolvent compa-
nies are not too anxious either to  submit 
their returns in time or to  give a true 
picture. They operate on the principle 
that one might as well hang for a sheep 
as for a lamb. It takes some time b ^  
fore Government get evidence that a 
company is insolvent. A fter that, the 
well-known delays are th e re ; and by 
the time the company is run to  earth, 
some two years have elpsed, and m any 
policyholders have already lost the ir 
money.

It has been suggested that the defal-
cations could have been prevented by 
insisting that the insurers should keep 
securities with banks. As the Act stands 
at present, the managements are entitl-
ed to keep the securities in their own 
custody. In any case, they must have 
the right to withdraw them from  time to  
time to  enable them to make changes 
in their investment portfolio. In one 
case, the Department did insist on the 
securities being lodged with a Schedul-
ed bank. I have referred to  that case 
in my sprcch, but it turned out that the 
bank certificates were forged. This only 
shows, as Shri Feroze Gandhi has point-
ed out, that no am ount o f control can 
prevent frauds. And the number of 
ways in which fraud can be practised, 
which was 42 in Kautilya’s days,* has 
risen to astronomical figures these days.

Shrl T . N . Singh (Banaras Distt.—
E ast) : It has become 420 now.

Shri C . D. D eshm ukh: All that can 
be done is to detect fraud and to  punish 
the guU^. But o f courw  that is a poor 
consolation to the policyholder.

Unless bad management or what one 
might call lack of standard codes or 
standards is confined to a small m ino-
rity, it is not possible to control com-
panies effectively without posting an 
ofiQcer in each company. If  we do that, 
the critics would turn  round and say 
that control is crippling and preventing
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the operatioa o f ioitiAtive. Initiative is 
a very favourite word with some of these 
managements.

Therefore. 1 think that the failure of 
the industry must tw laid squarely at 
the doors o f the industry itself, and not 
at the doors o f the Controller p f In* 
surance.

Then, there was a reference to the 
failure of the postal life insurance 
business. It was stated that the postal 
life insurance in India increased its 
business only by 16 per cent, whereas 
private insurance in India increased its 
business by 300 per cent during 1937-
1953. Our reply is that no comparison 
is possible. I n e  private insurance was, 
of course, all out to increase its business. 
The postal scheme has so far operated, 
so that business comes to it. It is in the 
nature of an amenity provided by Gov-
ernm ent for the benefit of its employees, 
leaving it to the employees to avail 
themselves of it or not. And it must be 
remembered that they also had protec-
tion in other ways, such as in provident 
funds, gratuities, pension funds, and so 
on and so forth. Until recently no spe-
cial effort used to be made to urge 
those entitled to insure themselves under 
this scheme; and even now, no drive as 
such is undertaken. You will Recall that 
there is a provision by which any pay-
ment of premia on life insurance poU- 
cies is treated as equal to  contribution 
to provident funds to the extent to which 
the sums are equal.

1 have dealt with most of the im-
portant points in regard to  the principle 
of the matter. I shaU now come to the 
next question, namely the question of 
the safeguarding of the interests of poli-
cyholders. Many o f the suggestions 
made are those which we shall have to 
examine, such as that there should be 
no reduction of policy contracts. If  at all 
possible, we shall tiy  to see that they 
do not suffer, although we cannot give 
any promise, assurance or guarantee at 
this stage.

It was also suggested that there 
should be a severe probe into past tran-
sactions. That, of course, would be car-
ried out very much as a matter of 
course, because we must find what kind 
of assets we are getting into our hands.

Then, there was some reference to 
the unscientific nature of the recent r ^  
duction of rates. Well, as a snap deci- 
rion we thought that we had best reduce 
the rates to  the most favourable of the

rates which are prevalent in the Ufe in-
surance world. I have no doubt that 
when a corporation is formed, much 
more thought will have to be given to  
this matter of the question of rates as 
well as the far more important ques-
tion of the continuance of bonuses, be-
cause bonuses are given at all levels; 
and it will be a matter of some com-
plexity, how to divide the policyhold-
ers in classes in order to ensure that no  
policyholder is put in a worse position 
than he has been in, as a result of the 
nationalisation.

Some reference is necessary to the 
question of investment of funds in the 
private sector. A complaint was made 
that although an assurance was given 
to the private sector that moneys will 
continue to be invested in that sector, 
only 16 per cent is being allowed to 
be invested in the private sector. It hap-
pens that on the 31st of December 1954, 
the proportion of life insurance funds 
invested in shares and debentures of 
joint-stock companies was less than 16 
per c e n t; a n d . ^  custodians have been 
Mxised jCinxcst m> "tpjt? jper cent Jo  
such mvestments. Therefore, there is no 
reduCtldh. ‘

But my main point is that if our hopes 
are fulfilled, we shall find such a rapid 
expansion in the total volume of busi-
ness that they will be more available 
both for the public sector via Oovcm- 
ment securities as ,well_ as..for JJie pri-, 
vate sector, not in p e rc e n ^ M  perhsps . 
feiui In  alraoTute figures Therefore, I 
repeat the assurance that there is no 
intention to divert any investment from 
the private sector as such to the public 
sector. But it is our firm intention to 
ensure W ai ffie'cK^iMar or {ReT'^da in  

JBETJrivate STOtof « In  acco^ wjth ^
oiif ~ w d  1 in accordance m th  tbs X
i«al thierests of the counti?.. and not 
the interests of any particular industrial 
or financial group. .......

Then there was a matter of a number 
of complaints and so on— ît is a small 
point. It has been answered by Shri 
Venkataraman. The figures are figures 
of legal actions. But the number of 
complaints that I mentioned was the 
number of complaints that we received 
without their being acted upon in the 
manner indicated by the section quoted.

I  shall now come to the question ' 
about the Custodians, employees and 
agents. There was some reference made 
to a Custodian having opposed nationa-
lisation. I  have conducted some research
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[Shri C. D. Deshmukh] 
into the m atter and find tiiat one had 
said something in 1946.1  have no doubt 
that he changed his mind after the 
Cowasjec Jehangir Committee’s Report 
cam e out and the law was enacted, and 
certainly in the light of the experience 
that has been gained.

D r. Lanka S nndaram : N ot after he 
became a custodian. I hope not.

Shri B. S. Morttay: Even then, it is 
not wrong.

Shri C. D . D eshm ukh: H e has been 
applauding this even before he became 
a  Custodian. So there is evidence that 
there was already a change of heart and 
mind.

So far as agents are concerned, we 
have said that we will try and see that 
sinecures are not maintained. As for the 
rest, there is no question of our depriv-
ing ourselves of the service of men who 
had shown enthusiasm and success in 
the pursuit of their somewhat difficult 
calling.

Lastly, in regard to employees, that is 
a  m atter the Corporation will have to 
take up when one is formed. A t the 
moment, all I  would say is that we will 
keep the employees as they are. I  would 
like to add that the first telegram that 
I received of congratulations on the 
measure was from the employees, and 
it is our firm intention to be on very 
good terms with them. So we shall try 
and see that they are satisfied and they 
treated fairly and squarely and that they 
just do not become part of a lifeless 
bureacuracy.

Shri loachlm  A lv a : I  mentioned hous-
ing for them. I  hope the hon. Minister 
will consider it as a  basic need.

Shri C . D. Deshmukh > I  have not 
delved into that so deeply at the mo-
ment.

W ith these words, I  commend the 
motion.

M r. Depnty-Spcaker t The question is:

‘T h a t the Bill to  provide for the 
taking over, in the public interest, 
o f the management of life insurance
business pending nationidisation 
thereof, be taken into considera-
tion.”

The motion was adopted.

Cbmse 2— (Definitions)

'R  4  IPPTT X. TT W h R J  I

^ '5 ^  STTIT t  •
Page 2—  
after line 15, a d d :

“Provided that this will not in-
clude Co-operative Insurance So-
cieties."

^ w m rar ^  ^
#  3T? f w  «rr

^ vf|<
w ^  T̂PT ^ I

3 T 5  I >1^
^  55T5TT5TT ^  ^

#  3ft ^

?rr*r sft f n w  ^
^  «<+!< w  ^

#  ^ I

t , I t v tv rn fb r 
^  ^ ^

i  ^TOtr ^  15»TT̂
I  I TT31T ^ ^

^  ?t T?r «rr It  H I
<̂+11 <• ^ Mfa*riPmi *r

I ^ ^  ^  v f i f r

t s n ^  t«f2T ^

TPT Pt VR IT? SFtlTTqtfor
w  ?TT![

sT^ TT HTcff tfk  5 n %
t  t  U T ^ «PT
^fiT^rar »T  ̂ TT HTcff I ^  ifTS VtiTT*T  ̂
TO JTOfTT ^ W rtH  Htmr-
etir ^  ^  ^  #  THT f w t ,
?n?»T 'R  < m r
TW  ?>T yrn«TT

^  I MiniM filMsin ^  ^ *TR
f tn iT l  ftf »H<rn^rd«t w n n t
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^  I V5RTHT
.  ^  1% 3ft ift i f ^ w W  t
^  ^  t ,  #  s h im i f o r
#fZT ^  tt»ft I w  m  ^  
m  VtW Ttftv w t %  ~̂̂ TCfd3r

«ftr vee iit13 ftf¥TTs|[hTvw ^
?̂T»r tfWt iftr ^  ti-m if 3T? t  ft? 

J7i| v tw rtfb r w ftw  wro-
^  ^  *PT5ft f  t

^  ^  ?t)5#r qr w t  t; i ^  
^  ?»m=n spt# 

TT ^ m rr  t® rrg w » ? H < ^ !T T O « m ' 
^  s$5T 5TOT <nn: ^  w  *»?wrT- 

^  m m  qr ^  ^  5ft ^  
s n ^  ?fh: ?m T ^mrsr

¥t 3T? *n r^  fW t ^  ITT ^
?niM  ^  ^  t  f^ rm r

I

31^ ?wr f r  35T qr tt |, ^
^  5RHHT-Slim  g ^  w  it^  >ft 

arn t ^  f r  FT sp lv m f^  w ftx^  
i^npqtf^ 1̂  TT*r ̂  $ ^ 5 T  T  %tr «<‘t'iO  
»PR?r ^  ?  I <RVT^^

f^’HTT fv^nv ̂  3rr*r * f > 7 3 ' ^  i ?r - 
vrft «Twr TTW ^r ^  t  
W9T Vrmr ^  f̂tHTE.IZZft ^  >̂'4t 
•FR ^  «PT *fhPT Jlft ftra?rT <flT J n w  
# ijT  #  3ft >T?w^ ^  ^  im m  T ^  t» 
^  JI^ ’T^ I w % 3[ ^  fro  »Ht 

#  f5 T ^  TTsrr i  %
# # t  5̂ T- WtfiPT ^  ^ '̂t̂ TT TT#

»t TR# TT 'TOH ^ 5ftr
9T^ (TV ^  9V  fl̂ PRTT TT efh: HT5ptr
^  SRTT ^  I ^?Rff #  II?  VTqfW  ^

 ̂ ^ftr tfT̂ T ^  wt*ft *Pi ?H 

3?TT ^  t  ' ^  ^
«PT# #  3T?RTr 5lfw ^»ft ^
arrcTT ^  T t m  ?i? # t t̂t̂  
f M  fltr ^  ?*mT ^  ?»Vr * j ^  

?ftT «<wn' I 4' ^T??rT f
^  Btmir^tgr

5T ^  ^  >o[v
^  jfranrr *|jn^ 3r v t  ^  ftwr?r
^  «ftr wpt ^  VT vKn'Ttfirw^ 
^  T? ^  «frc T iefNvyir

*  3?Wt «JW m «T  Tft »T T t  I

M r. Dcpirty<Spe«ker j Amendmaot
moved:

Page 2—  

after line 15, a d d :

“Provided that this will not in*
dude CoK>perative Insurance So*
cieties.”

S U  S. S. M o re : May I seek a clari-
fication ? I  support the point of view 
which has been pressed by my hon. 
friend who has just spoken after mov* 
ing his amendment. I should like to  
know from the Finance Minister in a 
very clear manner whether this measuie 
intends to cover the business which is 
under co-operative societies.

H ie Deputy Minister of Finance (Slui 
B. R. Bliagat): Yes.

Shil S. S. M ore: If so, 1 would like 
to know the reasons, because as far es 
other insurance business managed by 
private persons who had unlimited op-
portunity to indulge in all sorts of ne-
farious activities is concerned, I can 
understand the logic of nationalising all 
those concerns, but as far as co-opera-
tive societies are concerned, they are 
subject to certain rules and regulations 
and are controlled to some extent o r 
rather a larger extent by Government 
agencies. If their administration is pure 
and devoid of any faults which are laid 
at the doorsteps of private management,
I do not see any reason why these 
agencies should also be roped in. J 
submit that to that extent Oovemment 
should be in a position to revise. Of 
course, we are prepared to support the 
nationalisation measure but along with 
it the good aspect, the cooM rative 
aspect, should not be affected ^  fM» 
measure. Only those bad elements which 
are there should be s o u ^ t  to be elimi-
nated by this nationalisation process 
which is a sort of purifying process. 
That is my submission.

Shri M. C. Shah t We cannot accept 
this amendment. Really speaking, this 
amendment had no place in this Bill. 
But, at the same time, the hon. Mem-
ber must know that, after all, all life 
insurance business is a  co-operative 
effort among the policyholders.

Shri S. S. M o ra : Then the wfacrie Oov^ 
emment is a co-operative effort.
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Shil M . C. SlM h: I t i» a coK)perabve 
«flEort of aU the policyholders and when 
we want to  have a monopohstic basis 
for life insurance business, we cannot 
allow other companies to  operate in  life 
business.

As a m atter of fact, there are only
14 such companies as defined in  C hap-
ter IV of the Insurance A ct and they 
are very small companies. W e have 
already taken over the business of ^  
these co-operative life insurance socie-
ties. Therefore, when we vvant to have 
a monopolistic basis for all life insurance 
business, we cannot allow any descn- 
mination between one type of company 
and another. There will be only type of 
insurer and that will be the Govern-
m ent corporation. In the main Bill also, 
in clause 25 we have provided that no 
certificate will be given to any other 
insurer to carry on life insurance busi-
ness. In order to have a successful work-
ing of this life insurance business, we 
cannot allow any other insurer, co-
operative society or otherwise to carry 
on this business. I  am sure that the hon. 
M ember will appreciate that by joining 
this corporation that business will be run 
more in the best interests of the coun-
try. Therefore, I am sorry I  cannot ac-
cep t the amendment.

M r. Deputy-Speaker: The question
i s :

Page Z—

after line IS, add  :
“Provided that this will not in-

clude Co-operative Insurance So-
cieties."

The motion was negatived.

Mr. Deputy-Speaker: The question
^  •

“That clause 2 stand part of the
Bill.”

The motion was adopted.

Clause 2 was added to the Bill,

Clauses 3 and 4 were added to the 
Bill.

New clanae 4A

Shil M . C. S h ah : Sir, we propose to 
add  a new clause 4A.

Page 5—

after line 40, insert :

“4A. R efund o f deposits made 
under Insurance A c t .— ^The Central 
Governm ent may, by order, direct 
that the whole or any p ^  o f the 
deposit appertaining to  his control-
led business made by an insurer 
under section 7, section 73 or sec-
tion 98 of the Insurance Act, as 
the case m ay be, shall be return-
ed to the Custodian who has been 
appointed to take over the manag- 
ment of the controlled business of 
the insurer, and every such order 
shall have effect notwithstanding 
anything contained in the Insurance 
Act.”

This new clause has been proposed 
by the Government in order to  enable 
certain small companies to meet their 
claims. There are certain insurance 
companies which have no surplus 
or liquid assets with them, and 
there are still claims pending. If  the 
claims are to  be met, they have just to

t w upon the funds that are deposited 
re, under section 7 of the In-

surance Act. U nder section 7 of the 
Insurance A ct no insurer can commence 
his business as long as a deposit of 
Rs. 2 lakhs has not been made as pro-
vided for under the Act. Therefore, in 
order to  meet the claims that are pen-
ding with these small insurers we take 
the power to allow the Custodians to 
take the dejwsit o r part of that as may 
be necessary. In case there are more 
claims than the deposit, then they have 
to  be given on the pro rata basis. There-
fore, we have inserted this in order to 
safeguard the claims of the policyholders 
which have m atured already.

is :
M r. D epnty-Speaker: The question

I beg to  m o v e :

Page 5—

after line 40, Insert:

“4A. R efund  o f deposits made 
under Insurance A c t .— ^The Cen-
tral Government may, by order, 
direct that the whole or any part 
of the deposit appertaining to his 
controlled business, made by an 
insurer under section 7, section 73 
o r section 98 o f  the Insurance Act.
as the case may be, shall be return-
ed to the Custodian w h o  has been 
appointed to  take over the manage- 
ent of the controlled busioess o f 
the insurer, and every such order
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■hall have eSoct notwithstandinc
anything contained in  the Insur-
ance A c t”

The motion y 'o s  adopted.

M r. D epn^-S^^eakn» The question

“T hat new clause 4A be added 
to  the Bill.”

The motion was adopted.
N ew  clause 4-A was added to the Bill

Clause 5— (Powers o f Custodian etc.)

Shrl M. C . S h a h : Sir, I  beg to  move :

Page 6, line 5—  •
after “may exercise under” insert
“section 52BB".

The House may be aware that we had 
brought in. an amendment to the Insur-
ance A ct in order to enable the admi-
nistrators to  attach the properties of 
those who had defalcated the moneys
of the insurer. Therefore, we had in-
serted 52BB, to  enable the Adminis-
trator to attach the properties and to go 
to  court and have decrees under 106 
against the defaulter. Here it is not 
there. Therefore we want to give these 
m w ers to  the Custodians also. They can 
follow the properties of these defalcators 
— those that we have already found 
jtnd that we may find later on. These 
powers are given to the Custodians. We 
had discussed this m atter at great length 
^ h e n  we introduced that amendment in 
the Insurance A ct in November or s a  
1 hope the House will agree to this in 
<irder to safeguard the interests o f the 
policyholders.

Mr. Deputy-Speaker: Am I to un-
derstand that the amendment is going to 
b e  made in future ?

Shri M. C. Shah: In  the main Insur- 
jm ce Act we have th a t ; thereby we ^ v e  
to the Administrator the power. We 
j iv e  that power also to  the Custodians 
;the power to act under 52 BB.

as:
M r. Depntjr-Speakcr: The question

Page 6, line 
after “may exercise under” 
“section 52 BB”.

The motion was adopted.

insert

S M  S. S. M o n t Sh-. there is no 
4 iaorum : there a n  hardly 25 person*.

^ Mr. D^atySpeafcert The question

“^ a t  clause 5, as amended, 
stand part to the Bill."

The motion wof adopted.

Clause 5, as amended, was added to the 
Bill.

Mr. Deputy-Speaker: Now, there is 
an amendment to add new clause 5A.

New Clause SA

Shri Sadhan Gupta (Calcutta South-
East) ; I  beg to move :

Page 6—

after line 5, in sert:

“5A. During the period when 
the management of the controlled 
business of the insurer remains 
vested in Central Government, 
no alteration shall be made in the 
service conditions of any salaried 
employee of the insurer cxcept in 
accordance with any agreement 
made before the appointed day or 
any adjudication by a Labour 
Tribunal or directions from a con-
ciliation officer, and no dismissal 
shall be made by way of retrench-
ment or otherwise, nor shall any 
such employee be transferred from 
one place to another or from one 
office to another except with his 
consent in writing.’*

This measure would be temponary 
measiue and my object is to provide a 
safegu^d for the employees lest the 
custodias should act in a manner which 
is arbitrary. Therefore, what I seek to 
provide is a safeguard for the service 
conditions as regards salaries and wages, 
as regards security of service and also 
as regards arbitrary transfers. I migh*. 
say that in the insurance business, 
transfers have always been a rarity aiid 
transfers have practically never been 
made without the consent of the em-
ployees or without giving them suitable 
compensation for going over to some 
other place since transfer always means 
dislocation. Pending the nationalisation 
of the concerns, pending the establish-
ment of the torporations, it is very 
necessary that no serious dislocation 
either from the employees’ side or from 
the side of the concerns shoukl 
place. Therefore 1 have suggested the 
mclusion of this new chiose.
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Stall M. C. Shak: I cannot accept the
amendment proposed by the hon. Mem-
ber. I do not know whether the hon. 
Member was present when the hon. 
Finance Minister replied to  the debate 
on the-general discussion. He has al-
ready stated that we do not propose to 
make any change in the conditions of 
service of the employees, but af the same 
time we must make it clear that the 
sinecures will have to go. There is 
another cFass of inspectors who are paid 
certain remuneration on condition that 
a certain amount of business should be 
put through by them. If that business
IS not put through accordingly, then 
the emoluments will decrease. Tliere is 
always a condition about the emolu-
ments according to the value of the 
business done.

Regarding transfers, I have already 
mentioned Siat there was only one case 
and that case was justified. There was 
a life insurance company having its 
headquarters in Ajmer and the general 
insurance business at Calcutta. Tliose 
people who belonged to the life insur-
ance company at Ajmer had to be trans-
ferred and they have already accepted 
the position and have gone over to 
Ajmer. Our intention is clear. But sup-
pose there is some disciplinary action 
to be taken or something of that sort, 
then certainly the custodians will have 
to take acfion as required. W e do not, 
however, propose to retrench or change 
the conditions of service of the em-
ployees. We do not also propose to 
transfer them. Therefore, I think this 
assurance will satisfy Ihe hon. Member 
and I hope he will not press his amend-
ment.

IS:
M r. Deputy-Speaker: The question

Page 6—

after line 5, in ser t: /
“5A. During the period when 

the management of the controlled 
business of the insurer remains 
vested in Central Government, no 
alteration shall be made in the ser-
vice conditions of any salaried em-
ployee of the insurer except in ac-
cordance with any agreement 
made before the appointed day or 
any adjudication by ^  Labour Tri-
bunal o r directions froiji a concilia-
tion officer, and no dismissal shall 
be made by way of retrenchment or 
otherwise, nor shall any such em-
ployee be transferred from one

place to another or from one office 
to another except with his consent
in writing.”

The m otion ',vas negatived.

Clanse 6.—-{Compensation for  
management etc.)

Shii Sadhan G opta: 1 beg to m ove:

(1) Page 6, line 10—

fo r  “one-twelfth” substitute “one 
hundred and ninety-second part”.

(2) Page 6, line 20—

for  “one rupee” substitute “one- 
anna”.

These amendments deal with a rather 
vital matter. It is the question of com-
pensation. I think the rate o f com pe.v 
sation proposed is extremely excessive. 
I find that two criteria have been a d o r -
ed. In one case where a share of the 
surplus has been allocated to  share-
holders, it is provided that one-twelftb 
of the surplus js to be paid every m onth 
pending the taking over of the manage-
ment by the proposed Corporation Act. 
That is, while the management vests ii> 
the Government, one-twelfth of all the^ 
surplus or the annual average of the 
last two actuarial evaluations is to be- 
paid to the company by way of com-
pensation. Where such a share of the 
surplus has not been allocated, what 
has been provided is that the compen-
sation shall be payable at the rate o f 
Re 1. per month for every Rs. 2,000 
or part thereof of the premium income 
of the insurer relating to his controlled 
business during the year 1954. In a 
case like the Oriental, for instance, the 
share of the surplas allocated am ounts 
to per cent of the paid-up capital. 
We are all agreed that tnere is no case- 
for granting such excessive dividends. 
And if there is no case for granting 
such excessive dividends, there is n o  
case why we should pay as conuwnsa- 
tion an amount equal to about 71 per 
cent of the paid-up capital every month. 
If you divide 87J by 12, it will be 
just a little less than 7J per cent. Simi-
larly if you pay Re. 1 pef month for 
every Rs. 2,000 of the sum assured,, 
then also it is a very excessive figure. 
In other words, it comes to Rs. 12 a 
year for every Rs. 2,000 or Rs. 6 for 
every Rs. 1,000 of the sum assured. 
That is also extremely excessive, and 
the concerns before nationalisation 
should not be made to  bear such a  
heavy burden. After all, the authorities.
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in control of those concerns, it is ad-
mitted, have made quite a lot of pro-
fit, legal and illicit, and there is no 
ground for paying them such huge 
compensations merely for the retention 
of management. Therefore, just a small 
compensation to satisfy Ute require-
ments of the Constitution is enough and 
such a liberal compensation they do 
not deserve either morally or from any 
other point of view.

M r. Depoty-Speaker: Amendments
m oved ;

(1) Page 6, line 10—
fo r  “one-twelfth” substitute “one 

hundred and ninety-second part”.
(2) Page 6, line 20—
for  “one rupee” substitute “one 

anna".

Shri M. C. Shah: I cannot accept the 
amendment. The compensation is not 
liberal at all. There are two kinds of 
companies— one having surplus and 
another having no surpluses. In the 
case of surpluses, there is always a

Erovision under section 7 (1) of the
isurance Act that out of the surplus,

up to the extent of 7 i  per cent can ^o 
to  the shareholders. And in the m au  
Bill we have provided onl^ 5 per cent. 
Where companies have distributed less 
than 3 per cent in surplus, we have 
taken it up to 3 per cent. Here also we 
must provide for some compensation. 
The shareholders must get whatever 
they would have got if the management 
o f the companies was not taken over by
Government. It will not be a very big 
sum and it is not for a long p>eriod be-
cause we propose in the near future to 
have the Bill for establishing the cor-
poration take over the entire business. 
It will be done by about June or so.
4 P.M.

If we do not pay just compensation 
then we may be accused that we were 
not fair to them. We have simply pro-
vided in order to give them compensa-
tion at one rupee per month for 
Rs. 2,000 premium, not Rs. 2,000 insur-
ed amount. Therefore, I hope the hon. 
Member will not press his amendment. 
This is not considerable nor liberal. It 
may be said that we have been rather 
conservative. We will have to give some 
compensation and according to the calcu-
lations, this is not at all liberal. There-
fore, I hope the House would agree to 
the proposal contained therein.

Shri Sadhan Gnpta: May I have one 
claiification ? Oovenuoent intends to

4—15 Lok Sabha

start the corporation by June or so. I 
heard him say so. The Budget discus-
sions are going to intervene from the 
5th March to 18th April and the Select 
Committee has to report by the 16th 
April. Do I take it that the reference 
motion is goin^ to be passed before the 
Budget discussions are com pleted? Or, 
is it going to be postponed in view of 
the Budget discussions.

Shri M. C. S h ah : The Minister of
Parliamentary Affairs has assured us 
that 19th and 20th of this month will 
be allotted for this Bill and that will 
materalije. It is not going to be a Joint 
Committee because the President has 
certified this Bill to be under article 117. 
Therefore, it becomes a financial Bill 
and under the Rules, it will have to be 
sent to a Select Committee of this House 
and we propose that the motion for 
reference to the Select Committee 
should be-over by the 20th of March. I 
have also requested the Minister of 
Parliamentary Affairs to select all those 
Members who are willing to sit long 
hours during the session. We hope that 
their report will be submitted by the 
16th of April or by the third week of 
April and before the end of this ses-
sion, it will be passed into an Act. We

Cropose to have the corporation, latest
y the 15th June if this Bill is taken up

according to the schedule. I have no 
doubt that it will be taken up accord-
ing to the schedule. I know that the 
House is very anxious to have that Bill 
passed in this session and that it will 
not mind sitting longer hours, if neces-
sary.

Mr. Depnty-Speafcer t The question
i s ;

one
Page 6, line lOh— 
for “one-twelfth” substitute 

hundred and ninety-second part”.

The motion was negatived.

Mr. Depnty-Speaker t The question
i s :

Page 6, line 20—
for  “one rupee" substitute “one 

anna".

The motion was negatived.

M r. Depoty-Speaker: The qoeidoii
is :

‘T hat clause 6 sUnd part of the 
Bill.”
The motion was adopted. 
Clause6wasaddedtothebttt.
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Mr. Depnty-Speaker t There are no 
amendments to  clauses 7, 8, and 9.

There is an amendment No. 11 to 
insert a  new clause 9A.

Shri Sadban G ap ta: I am not moving 
my amendments Nos. 11 and 12.

Mr. Depaty-Speaker: Then I  will
put all the clauses up to  clause 13.

The question i s :
“That clauses 7 to 13 stand part 

o f the BiU.”

The motion  wot adopted. 
Clauses 7 to 13 were added to the 

BiU.

New Clause 13A 

Shri M. C. Shah: I beg to m o v e :

Page 7—
after line 35, insert:

“ 13A. Prevention o f disqualifica-
tion for membership o f Parliament.
— It is hereby declared that no 
person who holds any oflBce of 
profit under an insurer the manage-
ment of whose controlled business 
has vested in the Central Govern-
ment under this Act shall be dis- 
oualified, or ever to have been 
disqualified, for being chosen as, 
or for being, a member of either 
House of Parliament."

T he reason for this amendment has 
already been explained. As the Finance 
Minister had already said, the broad-
cast was made at 8.30 p.m. on the 19th 
and the ordinance was issued. Nobody 
m ight have known about this. I am ab-
solutely certain about that. There was, 
therefore, no time for any M ember of 
Parliament to consider this and to resign. 
Therefore, this enabling clause has 
been proposed to be < inserted. Regard-
ing the insertion of such a clause in the 
main Bill, it will have to  be considered 
at that time and as the Finance Minis-
ter has already assured the House, the 
wishes of the House will be respected.

Mr. Deputy-Speaker: Amendment
moved :

Page 7—

after line 35, insert :

“ 13A. Prevention o f disqualifica-
tion for membership o f Parlia-
m ent.—It is hereby declared that no 
person who holds any oiDce of profit

under an insurer the management 
of whose controlled business has 
vested in the Central Governm ent 
under this A ct shall be disqualified, 
o r ever to have been disqualified,
fo r being chosen as, o r for being, a 
member of either House of Parlia-
ment.”

Shri Venkataraman: This clause has 
been explained by the hon. Minister. 
On grounds of urgency, they did not 
have much time and Members may have 
been disqualified on account of this ordi-
nance and the Act. To clear themselves 
of any such disqualification, the amend-
ment has been put in. I  want to make 
it clear that so far as the main Bill is 
concerned this House does not stand 
committed to  that clause.

Shri M. C. Shah : There is no such 
clause there.

Shri Venkataraman: I know that.
But I do not want to be told later that 
we have already accepted the principle 
that persons who hold such oflBces in 
those State-owned cori>orations are 
exempt from  incurring disqualifications 
and we may be persuaded by our own 
previous decision to vote in the same 
manner.

I want to  draw the attention of the 
Government to another m atter also. It 
is true that this clause will exempt the 
Members of Parliament from  incurring 
any disqualification. W hat happens to 
the members of the State Legislatures. 
Their disqualification also has to  be re-
moved. It cannot be added in this new 
clause because it is the State Legislature 
which has to remove such disqualifica-
tion. I will read out the provision from 
the Constitution— article 191 (1 ):

“A person shall be disqualified 
for being chosen as, and for being, a 
member of the Legislative Assem-
bly or Legislative Council of a 
State—

(a) if be holds any office of pro-
fit under Government of India or 
the Government of any State spe-
cified in the First Schedule other 
than an office declared by the Legis- 
latiu-e of the State by law not to 
disqualify its holder

Therefore I only wish to draw the 
attention of the Government to this 
position. It is anomalous that a person 
can he a Member of Parliament but he 
cannot be a Member of a State Legis- 
tature. If any such difficulty arises it is



1557 L ift Insurant 3 MARCH 1956 (Emtrgm^ Pnvisuas) Bill 1550

Up to the Oovernment to  aidvise the 
State Oovernmeot to take immediate 
steps in this behalf.

M r. Depnty-Speake*: To issue an 
Ordinance likewise.

Shri Venkata I : I do not know.
But the Budget Session is on.

Mr. Deputy>5peaker: Or retrospec-
tively.

Shri Venlcataraman: Yes, retros-
pectively. My only desire is to empha-
sise that with this legislation it should 
not be said that the House is commit-
ted to this principle when the Corpora-
tion Bill comes up.

Shri S.*S, More : M r. Deputy-Speaker, 
1 was a Member of the Offices of Pro-
fit Committee which was appointed by 
the Speaker to go exhaustively into this 
m atter and that Committee has submit-
ted its report. ’

Shri K. K. B aso : Still under consi-
deration.

Sliri S. S. M ore : You will please
allow me to complete.

Mr. Deputy-Speaker: Order, order.

Shri S. S. M ore : My submission is 
that till the final decision is made by 
the Government regarding all the pro-
posals and recommendations made by 
the Offices of Profit Committee no 
final decision should be taken by Gov-
ernm ent in such a statute. 1 can under-
stand the position. The Finance Minis-
ter was pleased to say that we are com-
ing up suddenly with this measure and 
it is likely to affect the present capacity 
of the Members to continue as Members 
of this House. In order to meet this sort 
o f  emergency some short-term provision
may be made in the present measure. 
Because ahother Bill of a more perma-
nent nature is coming up I would fur-
ther request that before we commit our-
selves to any enduring provision on this 
matter the Government should come out 
with their own reaction to the different 
proposals made by the Committee on 
Offices of Profit and then after giving 
an opportunity to this House to express 
th.-;ir views both on the recommenda-
tions of the Committee and the accept-
ance of the Government or the reac-
tion of the Government to the proposals 
«ome final provision may be made. 
Otherwise it is no use appointing a 
Committee which has taken pains to go 
into all the details in the light of the 
precedents in other countries and then

brushing aside those recommendations 
proceed with the proposals in an em-
pirical manner. 1 would request the 
Government and the Finance Minister 
to-have this in view. As far as this pro-
vision is concerned it is an entirely dif-
ferent thing, but we shall also be faced 
with the same problem when we come 
up to the other measure. Therefore, I 
would rather request the hon. Minister 
for Legal Affairs, who is fortunately 
here, to apply his department’s mind to 
the recommendations made by the Com-
mittee on Offices of Profit and come out 
with their own decisions regarding the 
several recommendations to give an op-
portunity to this House for their say 
and then come out with a final pro-
posal.

The Minister of Legal Affairs (Shri 
Pataskar): With respect to the point
raised by my hon. friend Shri More, 
it was only in the last Session that we 
extended the life of that Act intended 
for removal of disquaUfication. In the 
meantime the Report of the Committee 
on Offices of Profit which was appointed 
by this House was received. We are 
examining the recommendations and the 
State Governments are being consulted. 
I think' soon, before the year is out, 
probably we will be in a petition to 
bring forward a Bill before this House. 
So far as this matter is concerned'it has 
already been explained by the Finance 
Minister.

Shri S. S. M o re : My submission is
that the Offices of Profit is a matter con-
cerned with the constitutional provi-
sions. They are also conccrned under 
Section 7 of the Representation of the 
People Act. If a man is sup p o s^  to 
hold un Oflficc of Profit unless it is ex-
empted by the Parliament or the Legis-
lature he is incapable of being a candi-
date or being elected to be a Member. 
If elections are to be held in 1957 then 
al! these problems ought to be finally 
solved by Government so that the can-
didates and their supporters may be in 
a more precise position to know the 
actual position.

Shri Asoka Mehta > Elections are not 
to be held.

Shri S. S. M ore: My friend Shri
Asoka Mehta says that elections are not 
to be held. I accept this statement as 
cominjj authoritatively from the Trea-
sury Benches for the time being. But 
my submission is, let the Government 
decide the matter with the approvail of 
the House finally so that before we
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[Shri S. S. More]
reach the stage of elections or filing 
nomination papers we shall know defi-
nitely where we stand regarding the 
offices of profit because the Constitu-
tion says that they must be exempted 
by the House or defined by the House. 
Therefore, it is no use saying that by 
the end of this year they will come 
with their decision. They should ex-
pedite, accelerate the process of working 
and come out with their decision earli-
er.

Shri Pataskar: As I said already the 
recommendations of the Committee are 
under examination. Naturally, in such 
matters the State Governments have got 
to be consulted and I would say—with-
out prophesying about the future elec-
tions because that is no concern of 
mine— this much that before the year 
is out, because the period of the Act 
has been extended only for one year, we 
will be able to bring forward a Bill.

Mr. Deputy-Speaker : The question is: 
Page 7—
after line 35, insert :

“13A. Prevention of disquali-
fication for membership of Parlia-
ment.— It is hereby declared that no 
person who holds any office of 
profit under an insurer the manage-
ment of whose controlled business 
has vested in the Central Govern-
ment under this Act shall be dis-
qualified, or ever to have been dis-
qualified, for being chosen as, or 
for being a member of either House 
of Parliament.”

The motion was adopted.

Mr. Deputy-Speaker : The question
is :

“That new clause 13 A be added 
to the Bill.”

The motion was adopted.

New Clause 13A, was added to the Bill. 
Clauses 14 to 16, Clause 1, the Enacting 
Formula and other Title were added to 

the Bill.
Shri M. C. Shah : I beg to move :

“That the Bill, as amended, be 
passed.”
Mr. Deputy-Speaker: Motion moved:

“That the Bill, as amended, be 
passed.”
Now, those hon. Members who may 

not have had an opportunity earlier may 
speak.

Shri Achuthan (Crangannur): Mr.
Deputy-Speaker, since nobody has stood 
up to speak I will repeat something that 
has already been stated here. In fact, 
the Finance Minister has explained 
almost all the points that have been 
raised here in a very satisfactory way. 
He has explained about the urgency of 
this Bill, about the policy that was car-
ried on by the Government for the last 
4 or 5 years, about his own personal 
opinion in 1951 and the difficulties that 
were there in law with regard to the 
introduction of such a Bill. Therefore, 
the House is fully aware of the neces-
sity of such a step. He has also ex-
plained why it is not necessary or urgent 
for the time being to nationalise general 
insurance. He has explained that the 
percentage of business is less. He has 
said that the amount of money now in 
the general insurance is less than Rs. 50 
crores and so there is not much serious-
ness with regard to that matter.

My only wish is that insurance busi-
ness must be spread throughout the 
country. That is the only way by which 
we can satisfy the nation. Because of 
nationalisation of life insurance the 
Government security is there, the Gov-
ernment is there without any profit mo-
tive, and the facilities must be available 
throughout the length and breadth of 
the country so that a labourer or 
middle-class man can have his life in-
sured for the risk that he may have in 
his future life to himself and his family. 
Therefore, we welcome this measure 
wholeheartedly.

One point that Shri Asoka Mehta 
raised was that constitutionally the 
Government ought not to have issued an 
Ordinance at this time. Because it has 
come from Shri Asoka Mehta I do not 
know why he has raised that point. He 
said that we should give some time for 
business people to look after themselves. 
The Finance Minister has explained that 
point. He has admitted that there might 
be so many wrong things and we may 
not be able to check them. So, I have 
got a feeling that Shri Asoka Mehta 
wanted to cajole some big people—be-
cause the elections are coming—and 
they might not have got an opportu-
nity of adjusting their business in the 
insurance company. Otherwise there is 
no grace in giving it, because he ac-
cepted the principle of nationalisation 
of life insurance.

Sardar Hukam Singh has categori-
cally stated that there are many advant-
ages that can be derived when life in-
surance is nationalised, and he said that

1561
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it should be spread throughout the length 
and breadth of the country. In my own 
case,— and it is also a fact— a number 
o f friends, some of them being M.L.As., 
approached" me and had me insured 
for about Rs. 10,000 in four or five 
companies, involving a premium of 
about Rs. 500 a year. They have all 
lapsed. That is a botheration and a 
nuisance. We have treated the insurance 
agents and their business in this light. 
When Government takes up this mat-
ter, that aspect of nuisance will not be 
there. The people must be asked to join 
the scheme just like the small savings 
scheme and other schemes which are 
being popularised throughout the length 
and breadth of the country, and the 
scheme should be popularised by the 
organisers. It is the duty of Members 
of Parliament as well as the local legis-
lators in the States to popularise it. It 
is high time the local people got them-
selves insured for small sums of money. 
There is now security so that the good 
effects will be there. Because of the good 
features, the salient features, instead of 
the insurance agents going on influenc-
ing and persuading and doing other 
things by the back-door methods for 
getting the persons insured, people them-
selves will come and say, “I want in-
surance for a thousand or three thou-
sand or five thousand rupees”. The so- 
called unfair methods could be elimi-
nated and fairness and fairplay will be 
adopted in the matter of insurance pro-
gramme of the country. So, .1 wish this 
Bill all prosperity and I hope that in the 
near future, by the end of the Second 
Five Year Plan at least, Government 
will be able to say that, instead of the 
Rs. 350 crores that is now lying in all 
the insurance companies, they have got 
thousands of crores, so that the former 
will have some help by way of insur-
ance when he dies or when there is a 
mishap or when his family and children 
are in distress.

Shri T. Subrahmanyan! (Bellary): 1
would welcome this measure as well as 
the manner in which the whole thing 
has been brought about,—without fuss 
and with remarkable efficiency. I feel it 
augurs well for the Second Five Year 
Plan, and particularly for implementing 
the Plan. It has got a positive and also 
a negative aspect. From the negative 
•joint of view, all the flaws _tha* ihrve 

been exposed would be avoided and the 
people will be protected from the very 
bad type of people who have been ex-
tremely unscrupulous. The positive 
aspect is, Government will find extra

money in their hands to implement the 
Second Five Year Plan. It is a great 
thing, and without resorting to other in-
convenient measures Government will 
now get their needs met in a handy 
way and I am sure that the insurance 
business will spread to the rural areas 
particularly. Hitherto, all this business 
has been confined mostly to the towns 
and even there they had a very bad 
record. They have not set up high 
standards of business and it is something 
of which instead of being proud, as one 
hon. Member said, we should be asham-
ed. They have set up such bad stan-
dards in this business. That can be eli-
minated now, and when the Govern-
ment takes up this business, it should 
spread it to rural areas and also spread 
out institutional credit facilities.

I am glad that the Finance Minister 
has said that he will particularly re-
member the employment aspect of the 
business. It is a great thing, because 
many employees in the insurance com-
panies have had apprehensions and 
fears that this will deprive them of 
their employment and that they will be 
thrown out in the streets. It is only in 
the case of sinecures and other disabled 
people who work as we see in pinjra- 
poles that economy could be effected. 
Efficiency must be there, but at the 
same time, the employment aspect of the 
people, wherever they have served 
hitherto, will have to be remembered. I 
am sure that aspect will be kept in view, 
and I welcome that particular assurance 
given by the Finance Minister. -

I congratulate the Finance Minister 
again on the manner in which he ha< 
brought this about— without fuss. Ths 
is a matter which has heartened us 
particularly at the time when we are 
about to launch the Second Five Jfear 
Plan.

Shri S. C. Samanta (TamluV- An 
emergency arose and the .JOvernment 
took proper steps. We ae thankful to 
the hon. Finance Mhister for having 
selecting and trainiij; some persons to 
act in the emergeicy period. He is suc-
cessful. So, we are very much thankful 
to him. Witiin a few minutes we are 
goiiyuo legalise the emergency measure, 

and within a few days a very compre-
hensive Bill is coming before the Lok 
Sabha.

The Finance Minister is lording over 
the business that is done by the other 
Ministries.. Now, an experiment has 
come for the Finance Ministry. It
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[Shri S. C. Samanta] 
is taking up the business in its 
hands. Just as the Finance Minister 
has taken steps for the training of men 
for temporapr handling of the business, 
we would similarly expect that for the 
proper handling of the business in 
niture and for the measures that we are 
going to take, such training and arrange-
ments should be made so that it will be 
an example for the country and so that 
the other businesses in the country 
could run in that way.

Sbri C. D. D eshm ukh: We feel
greatly encouraged and to be on our 
mettle. We have never tried to lord 
over anybody. We do not want to be

a  sarvabhauma but only a samanta. 
W hen in due course we nationalise t ^  
business we shall make it a point to 
sell to Shri Achutlian a policy which 
will not lapse. ' »

r

M r. Depoty-Speaker: The question
i s ;

“T hat the Bill, as amended, be 
passed.”

The motion was adopted.

4.28 P.M.
The L ok Sabha then adjourned till H alf 
Past Ten o f the C lock on Monday, the 

5th March. 1956.
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MOTIONS FOR ADJOURN-
MENT . . . 1457-60

TTie Deputy-Speaker with-
h e ld  his c o n se n t to  th e  m o v 
in g  o f  a d jo u r n m e n t m o tio n s  
R iv en  n o tic e  o f  by Shri A.K.
Gopalan and Shrimati Renu 
Chakravartty and Dr. Lanka 
Sundaram regasding the alle-
ged leakage of the budget 
proposals in Bombay and 
other places in India.
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TABLE . . . . 1460

High Court Judges (Part A 
States) Rules,
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C o l u m n s

STATEMENT RE. PRINT-
ING ERRORS IN FI-
NANCE BILL. . . 1460-61

The Minister of Finance 
(Shri C. D. Deshmukh) made 
a statement rcgardii^ prin-
ting errors in the Finance 
Bill.

BILL PASSED 1461—1564
Life Insurance (Emergency 

Provisions) Bill was further 
considered and the Bill was 
passed as amended.
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