Title: The Insurance Regulatory and Development Authority Bill, 1999 (Not concluded).
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THE MINISTER OF FINANCE (SHRI YASHWANT SINHA): Sir, | beg to move:

"That the Bill to provide for the establishment of an Authority to protect the interests of holders of insurance policies, to regulate,
promote and ensure orderly growth of the insurance industry and for matters connected therewith or incidental thereto and further to
amend the Insurance Act, 1938, the Life Insurance Corporation Act, 1956 and the General Insurance Business (Nationalisation) Act,
1972, be taken into consideration.”

Sir, as you are aware, in my Budget Speech of 1998-99, | had proposed the opening up of the insurance sector to competition from
private sector Indian companies in order to provide better insurance coverage to our citizens and also to augment the flow of long-
term resources for financing infrastructure. The Insurance Regulatory and Development Authority was also to be converted into a
statutory body. Accordingly, the Insurance Regulatory Authority Bill, 1998 was introduced in the Lok Sabha on 15.12.1998. The Bill
was referred to the Standing Committee on Finance on 4.1.1999 for examination and report.

MR. DEPUTY-SPEAKER: Hon. Minister, please wait for a minute. As the House is aware, no panel of Chairman has been
constituted. So, with the permission of the House, | would request Shri Basu Deb Acharia to come and occupy the Chair.

SEVERAL HON. MEMBERS: Yes.
1717hrs. (Shri Basu Deb Acharia - in the Chair)

SHRIYASHWANT SINHA: Mr. Chairman, Sir, as |was submitting before you, the Bill was referred to the Standing Committee on
Finance on 4.1.1999 for examination and report. The recommendations of the Standing Committee have been accepted by the
Government. This is one instance where all the recommendations of the Standing Committee have been accepted by the
Government.

SHRIRUPCHAND PAL (HOOGLY): Have you accepted the Dissent Note also?

SHRIYASHWANT SINHA: The Dissent Notes are Dissent Notes. They are not part of the report. The amendments to the IRA Bill,
1998 were introduced in the Lok Sabha on 18 March, 1999.

However, the Bill could not be taken up for consideration consequent on the dissolution of the Lok Sabha. The Insurance Regulatory
and Development Authority Bill, 1999 which is before the House incorporates the provisions of the IRA Bill, 1998 along with the
recommendations of the Standing Committee on Finance as accepted by the Government.

| commend the Bill for the consideration of the House.

(ends)

MR. CHAIRMAN : Motion moved:
"That the Bill to provide for the establishment of an Authority to protect the interests of holders of insurance policies, to regulate,
promote and ensure orderly growth of the insurance industry and for matters connected therewith or incidental thereto and further to

amend the Insurance Act, 1938, the Life Insurance Corporation Act, 1956 and the General Insurance Business (Nationalisation) Act,
1972, be taken into consideration."

There are some amendments to the motion for consideration. Shrimati Geeta Mukherjee.

SHRIAJOY CHAKRABORTY (BASIRHAT): | beg to move:

"That the Bill be circulated for the purpose of eliciting opinion thereon by the 6th March, 2000." (1)

">MR. CHAIRMAN : Amendments Nos. 3 and 4 are in my name. | am moving them as a Member and not as Chairman.
">| beg to move:

">"That the Bill be circulated for the purpose of eliciting opinion thereon by the 7th March, 2000." (3)

">"That the Bill to provide for the establishment of an Authority to protect the interests of holders of insurance policies, to regulate,
promote and ensure orderly growth of the insurance industry and for matters connected therewith or incidental thereto and further to
amend the Insurance Act, 1938, the Life Insurance Corporation Act, 1956 and the General Insurance Business (Nationalisation) Act,
1972, be referred to a Joint Committee of the House consisting of 15 members, 10 from this House, namely:-

">(1) Shri Samar Chowdhury
">(2) Shri Moinul Hassan
">(3) Shri Bir Singh Mahto

">(4) Shri Sanat Kumar Mandal



">(5) Shri Hannan Mollah
">(6) Smt. Geeta Mukherjee
">(7) Shri Rupchand Pal
">(8) Prof. R.R. Pramanik
">(9) Shri Yashwant Sinha
">(10) Shri Basudeb Acharia
">and 5 from Rajya Sabha;

">that in order to constitute a sitting of the Joint Committee the quorum shall be one-third of the total number of members of the Joint
Committee;

">that the Committee shall make a report to this House by the last day of the Monsoon Session;

">that in other respects the Rules of Procedure of this House relating to Parliamentary Committees shall apply with such variations
and modifications as the Speaker may make; and

">that this House do recommend to Rajya Sabha that Rajya Sabha do join the said Joint Committee and communicate to this House
the names of 5 members to be appointed by Rajya Sabha to the Joint Committee." (4)

SHRIRUPCHAND PAL (HOOGLY): Ibeg to move:

">"That the Bill to provide for the establishment of an Authority to protect the interests of holders of insurance policies, to regulate,
promote and ensure orderly growth of the insurance industry and for matters connected therewith or incidental thereto and further to
amend the Insurance Act, 1938, the Life Insurance Corporation Act, 1956 and the General Insurance Business (Nationalisation) Act,
1972, be referred to a Joint Committee of the House consisting of 15 members, 10 from this House, namely:-

">(1) Shri Basudeb Acharia
">(2) Shri Moinul Hassan

">(3) Smt. Geeta Mukherjee
">(4) Shri Sanat Kumar Mandal
">(5) Shri Amar Roy Pradhan
">(6) Shri P.H. Pandian

">(7) Shri Yashwant Sinha

">(8) Shri Raghuvansh Prasad Singh
">(9) Shri Mulayam Singh Yadav
">(10) Shri Rupchand Pal

">and 5 from Rajya Sabha;

">that in order to constitute a sitting of the Joint Committee the quorum shall be one-third of the total number of members of the Joint
Committee;

">that the Committee shall make a report to this House by the last day of the Budget Session;

">that in other respects the Rules of Procedure of this House relating to Parliamentary Committees shall apply with such variations
and modifications as the Speaker may make; and

">that this House do recommend to Rajya Sabha that Rajya Sabha do join the said Joint Committee and communicate to this House
the names of 5 members to be appointed by Rajya Sabha to the Joint Committee." (14) SHRIPRAKASH PARANJPE (THANE): |
have also given some amendments to the Bill.

">MR. CHAIRMAN: You can move them when the clause by clause consideration of the Bill is taken up.

">SHRIVARKALA RADHAKRISHNAN (CHIRAYINKIL): | have also given notice for an amendment to the Bill for eliciting public
opinion.

">MR. CHAIRMAN: Not now.
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">The total per capita savings ratio is the highest in the world. In 1950, our rate of total income savings was 10.4 per cent.
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">Savings rate is the highest in the world but in the insurance sector, India"s share in the world insurance market is just 0.34 per cent
in 1997-98. ltis just .34 per cent.

">aprR 38 9T =faer 1 ghe €@ dan w4 =i-
"}

">in India, insurance spending per capita is worth 7.6 dollars while in the developed countries like in Switzerland, it is 4289 dollars, in
Japan, itis 3900 dollars and in UK, it is 2451 dollars per capita.
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">savings reinvestment is a major factor.
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">"What is the role of Insurance Companies? The Insurance Companies are like banks or the repository of the public savings. Their
credibility and safety is, at all times, far more vital than that of, say, manufacturing companies. It is, therefore, only to meet that the
regulator should be particularly concerned about the quality of the management of these companies."
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">L et us go for privatisation, liberalisation and Indianisation first and then internationalisation.
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">but there is no clarification.
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">whether he is having any plan to acquire any stake in the Centurion Bank. The reply is quite indicative. He said: "not now." What
does that mean?
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">This is a policy.
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They are mobilising Rs.30,000 crore per annum. Out of that, almost Rs.16,000 crore is their profit and this amount is invested
somewhere every year.
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Within a month, the index went down to 4200 points.
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It was widely publicised thatitis a close-ended scheme. But ultimately they had collected Rs.1,200 crore from the market.
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Directly or indirectly they gave an impression to the Indian small investors that they were going to collect only Rs.100 crore.
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That is not for foreign insurance companies only.
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| am prepared to sit with them. | am also a Chartered Accountant.
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We are giving so much authority and powers to them. But does the authority not go with responsibility? Does the authority not go with
accountability?
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politicians are accountable to the common man.
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They are accountable and responsible.
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we are developing a system -
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It is prodding CRB"s case.
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| am talking about the Government of India. It does not matter whether it is the BJP Government, the Congress Government or the
United Front Government or the Government of the Third Front.
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Is the regulatory authority not accountable anywhere?
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Who was the concerned person who gave the permission? Who was the incharge?
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Ultimately, the common man has paid the money. The tax-payer has paid the money.
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British Insurance warned against artificial cuts.
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British Insurance major yesterday said “the rural business could constitute much of its business in India, but warned of artificial barriers
to entry for private insurance firms".
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If you want to come, you can come, but you are not coming for any social motive.
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That is named Investor Protection Fund.

g =i 36 GAEE F10, Off TER % 09 W 30 ISR &1 §F, TR =111 $1 $e941 € of 3gs! 9 39% Y gieen g1 aft 373 R %71 faer @
stem ot A ARt F A | g favera s @ A @ 9 @ 5@ faer w1 aaeda s )

SHRIMATIGEETA MUKHERJEE (PANSKURA): Hon. Chairman, Sir, | rise to oppose the Insurance Regulatory and Development
Authority Bill, 1999 because it opens up the Insurance Sector to the private companies.

">The BJP Government now thinks that India stands to gain by this opening up. When the BJP was in the Opposition, they were of
contrary opinion. We were always opposing this attempt. Even when the CPlwas a partner of the United Front Government, we openly
voted against this move along with other Left parties, who were supporting the Government from outside. At that time also, we
opposed this Bill. Consequently, the Bill had to be withdrawn.

">What is the basis of the present Government"s thinking that India stands to gain by opening the Insurance Sector to private
companies, maybe national or multinational companies.

">During the last Parliament when the BJP and its allies far outstripped the Congress Government in its liberalisation policy, they
thought that it would push up the condition of Indian economy and during the last election, they propagated in the same vein to
hoodwink the electorate.



">But the recently published Report of the Reserve Bank of India candidly admits, | quote:

">"The deceleration in industrial production witnessed from 1996-97 deepened during 1998-99 with the index of industrial production
showing a growth rate of 4 per cent during 1998-99 as compared with 6.6 per centin 1997-98. The current trend has been led by
contraction in the growth of manufacturing output to 4.4 per cent, the lowest so far, compared to 6.7 per cent during 1997-98. The
output of the mining and the quarrying sector declined by 1.8 per cent in contrast to an increase of 5.9 per cent during 1997-98 while
the growth of electricity generation slipped down to 6.4 per cent from 6.6 per cent."

">The Report further points out that there has been a decline in the growth service sector from 7.8 per centin 1997-98 to 5.8 per cent
in 1998-99.

">According to the same report, there has been a fall in gross domestic saving coinciding with a decline in the overall investment
accentuating the economic crisis. Sir, nor is the report optimistic about the future.

">The opening up of the insurance sector is likely to aggravate crisis by opening up possibilities of private insurance business to
divert the significant investible funds generated by insurance business from productive and socially useful areas to speculative and
short-term investment. More than 70 per cent of the investible funds estimated at around Rs. 60,000 crore recently is invested in
Government bonds and securities for financing public sector projects, thus contributing to national growth. At present LIC and GIC
together mobilize over Rs. 25,000 crore of fresh funds every year. The amount is likely to be doubled in the next few years enabling the
Government to avail of huge additional resources for national development. The opening up of insurance sector will reduce this and
flow of funds for economic regeneration of the country.

If the Government allows the private sector to enter what would they do? They will corner profitable urban business -- this is what the
LIC and the GIC are doing today in the urban sector -- thereby availability of funds will decrease and investment in Government
securities and bonds will reduce, therefore, funds for development as a whole will decrease.

The Government are claiming that they will control. But international experience is on the contrary.

In America in 1996, the Prudential Company had to apologize to the policy holders and pay a record 35 million dollars as fine. In
Japan, Nissan Mutual Life has become insolvent. Some others also have collapsed. In America, out of 3500 insurance companies,
majority are incurring losses with 272 already declared insolvent.

Germany and France have imposed ban on import of insurance for domestic risk. There are many examples. Therefore, a claim of
control is totally baseless.

SHRIAJOY CHAKRABORTY : Sir, itis six 0"clock now.

MR. CHAIRMAN : Still one minute is there.

SOME HON. MEMBERS: Let her continue tomorrow, Sir.

MR. CHAIRMAN: Do you want to continue tomorrow or you want to finish today?

SHRIMATI GEETA MUKHERJEE : All right, Sir. | can continue tomorrow because it is already six 0"clock.
MR. CHAIRMAN: Okay, you can continue tomorrow. Or, do you want to finish today?

SHRIMATIGEETA MUKHERJEE : | am on my legs, Sir. If you want me to continue and finish, | can do that.
MR. CHAIRMAN: How much time will you take?

SHRIMATI GEETA MUKHERJEE : | do not think a long time will be taken.

SOME HON. MEMBERS: Tomorrow Sir, not today.

MR. CHAIRMAN: Okay, you can continue tomorrow.

1800 hours

The Lok Sabha then adjourned till Eleven of the Clock on

Wednesday, December 1, 1999/Agrahayana 10, 1921 (Saka)



