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Tuesday, 16th Naoember, m t. .

COTOCJL OF S'JATE. . ,

The* 0<Minci! met in the Ccmiica Chamber of the Gouncil Hou0  ̂
at Eleven of the Clock, the Honourable the President in the <%air.

QUESTIONS AND ANSWERS.

Indian Boy Sodut3’ Oeoakization in Tanganyika.

884. Ttac H onourable  R aja  YUVEEAJ DATTA SINGH : (a) Is ther«f 
an Ordinance in British East Afnca for the proteotion of the activities and 
interests of the Baden-Powell Scout Association of Tanganyib, under 
the terms of which no one is authorized to wear uniform, badges, token; 
emblem, etc., otherwise than under the authority of the Baden-Powell Boy 
Scout Association ?

(6) Under the aforesaid Ordinance, is it not lawful for any person to  
form, organize, or work, any Boy Scouts’ organization, except under the rules 
of the Baden-Powell Boy Scouts’ Association ?

(c) Had the Indian community in Tanganyika territo^ a Scout 
organization affiliated to the Baden-Powel] Association, which has beext 
disaffiliated as a result of the wide spread agitation against the latter ?

(d) Did the Scout organization of Tanganyika want to be affiliated to  
the Indian Seva Samiti Boy Scouts’ Association, but was not allowed to do 
80 on account of the Ordinance ?

(e) Do Government propose to enquire into the matter, to make a fWl 
statement of facts, and to state the nature of the action taken !

T he HoNOiniABLB K ttnwab Sib JAGDISH PRASAD: (a) to (f). En
quiries have been made and a reply will be furnished to l^e House in due* 
course. .
DiSArFXABANOX OF Pbincb Sabdar Muhammad Umar Khan, Afghan Pou -

TICAL P r ISONBB.

326. The H onoubablb  R aja  YUVERAJ DATTA SINGH: Ha»
Sardar Muhammad Umar Khan, the Afghan Prince, who was interned 
in Naini Tal under Regulation III of 1818, recently made good his escape 
Will Government state the circumstances relating to his disappearance, and th& 
steps taken subsequently ?

T h e  H onoubable  K u n w a r  Sib JAGDISH PRASAD : Sardar Muham* 
mad Umar Khan, who8»e movements were restricted under Regulation in  
of 1818, eluded police surveillance and disappeared early in October. He iâ  
reforted to have gone to the frontier but his exact whereabouts are unknown. 
Every effort is being made to trace him.

(6 6 7  ) ^



N oTINO o f  N a MBS, BTO.y AT K a LKA AND T a BADSTI.

826. Thb H o n o to a b m  A b. B. N. ilY A N I: (a) Why aro the full 
names, addresses and oooupatioas of passengers travelling to Simla noted 
M Kalka and again at Taradevi station t

(6) Through what Department is this work done ?
(c) If the Department conoerned i s  not the Police Department, are 

the men of the Ddp^rtment oonoerned not instruoted to put oo their 
oniform or badges I

(d) Are there any rules in this oonneotion ?
(e) Is each and every passenger bound to supply the information 

:asked for and to sign his name !
(/) If any one refui^ is he liable to prosecution f

TffB H oh ou b ab lb  KuvfWAR Sib JAQDISH PRASAD: (a) to (/). It 
ual3Mt3Dl that the pro3eiure referred to in part (a) of the Honoarable 

Mdnber’s qje3tioQ is followed at Taradevi in pursuance of Simla Miinici- 
p̂ Ûty Health R3jalation^. The Central (Government have no further in- 
lornvbiori on the sabjeat whioh is thd coa^ern of the Qovemnent of the 
Punjab.

668 COUNCIL OF 8TATB. [16th Nov. 1887.

INSURANCE BILL-̂ conW.

Thb H o n o i t b a b lb  t h e  p r e s id e n t  : The debate on the Insurance 
Bill will now be resumed. As this is an important Bill, I would like to give 
M  opportunity to all those Honourable Members, who desire to speak on the 
Bill, to do so.

T h b  H o k o u b a b lb  M b. RAMADAS PANTULU (Madras: Non-Muham
madan) : Sir, I rise to support the Motion made by the Honourable the 
Law Member to take the Bill as passed by the Legislative Assembly into 
txmsideration. We are thankful to him for having elucidated a few points 
on which we felt some difficulty when we read the Bill as it emerged from the 
Legislative Assembly. I join the Honourable Sir Phiroze Sethna in con
gratulating the Honourable the Law Member on the able manner in which 
he piloted this Bill throudi the Legislative Assembly. It is on the whcde 
«  healthy and robust child. We in thi? House realize that we are only a 
revising Chamber and are here to improve the Bill and make it stranger and 
more beautiful, if we can, and not to interfere with it in any substantial manner.

Sir, the demand of the Indian public in regard to insurance legislation 
is fourfold. First of all, we wanted a comprehensive measure dealing with 
idl forms of insurance and not only life insurance as the Act of 1912 did. In 
this matter the Bill satisfies our expectations. Though n:.ost of the Bill is 
devoted to life insurance, yet the provisions of it relating to various other 
forms of insurance are designed to give protection to Indian insurance com- 
panics transacting all kinds of insurance business. The special provisions 
relating to provident societies as well as mutual and co-operative life insurance 
sodeties constitute also welcome feature of the BUI. I would not take up the 
time of this House in dealing further with the scope of the Bill. I am unable 
to agree with the observation made by Sir Phiroze Sethna that it is really 
not a comprehensive Bill, that it is one-sided, and that it has given more 
attention to life insurance business than to other forms of insurance ; I am 
unable to associate myself with that criticism of the Bill. The second demand
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•ioT oura ^mas-to give adequate proteotion to Ind^n companiefl against foreign 
comp^Mion. Iti tliSs matter I feel that the Bill lias not fulfiUed the expeete- 
^6h»6T the Indian public. I will flay bomething about it a little later. Ont. 
third demand was that the legislation shonld prevent the mi^tiplication of 
midc And u&flound oonomib in the future and eliminate such ol them as are 
in ezistenoe today, because they are a real danger to the insuring public. Our 
fourth demand was the safeguarding of the interest.̂  of policy-holders, wha 
buy polioies, from exploitataon by the proprietary concerns, who sell polidas 
to them. In regard to these two matters, viz.̂  the elimination of weaiL and 
unsound companies and the proteotion of the policy-holder, I think the Biflv 
is satisfactory on the whole, though there are some provisions which might 
have been a little better and to which I shall refer a Httle later. Sir, on the 
second demand, ru., that the legislation should grant adequate protection 
to Indian insurance companies against foreign competition, I must say that 
T feel disappointed by the provisions of this Bill. There are, I realize, in the 
Bill provisions for retaliation and the impowtion of reciprocal disabilities, 
viz,, clause 3 (3) which speaks of retaliation and clause 53 which deals with the 
timposition of reciprocal disabilities. Under clause 3 (d), the Superintendent 
of Insurance is empowered not to register any non-Indian conoem if the 
country from which that concern oomes imposes any disabilities on Indians 
carrying on insurance businesa. If the law of that country disables or debair 
Indians from carrying on business there, thiF clause empowers or rather makes 
it obligatory, more or less, on the Superintendent not to register such a concern 
here. But I feel that in practice it mean? nothing and it is wholly illusory. 
The position of Indian companies in foreign countries is very different from 
the position of foreign insurance companies doing business in India. In the 
first place, foreign companies in India are much more powerfully organised. 
They enjoy a large amount of patronage from the State in this oountry in 
various ways. A more important thing to remember is that there are very 
powerful vested interests in this country which make common cause with 
the foreign insurance interests and make it almost impossible for Indians 
to dislodge them. For inbtance, the powerful British shipping interests and 
the powerful British bankinfir interests in this country stand solidly by the 
fomign insurance interepts, and put Indian insurance concerns at a great dis
advantage. Sir, in the Indian Central Banking Enquiry Committee, of which
I had the honour to be a member, a great deal of evidence of a reliable sort 
was given to show that the foreign shipping concerns and foreign exchange 
banks generally speaking had put Indian companies at a great disadvantage. 
Indian exporters and importers in this country cannot get the British ships 
to carry their goods unless they are insured with a foreign insurance company 
and the exchange banks will not give financial accommodation facilities to 
the export and import trade conducted by Indians, unleps their goods are 
insured with foreign insurance companies. This is not denied. In fact the 
Chairman of the Association of the Exchange Banks Mr. Buckley, who was 
on the Committee with me, admitted that there was some discrimination in 
this matter and he said that the Exchange Banks would address their head 
offices in London and get our grievances redressed. I am not aware whether 
an3rtbing has been done in that direction by the head offices in London. Even 
now I hear that the foreign shipping and banking interests in this country 
are still a great menace to the Indian insurance business. Therefore, to speak 
of reciprocity between Indian cotapaiiies working in foreign countries and 
foreign companies working in India is to speak of reciprocity between 
elephant and a mosquito. An Indian insurance company is nowhere in 
foreign countries, and we have no Indian shippi^ or banking interests the^  ̂
to help Indian insurance business. Therefore, situated as we are, we have

A 2
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a right to wpeot tl^ Oratml Legislature and the Oentml Govei^maiit tô  
give m<m 1̂  lyoid etfeotire protection to Io4ian insurance buabiaw against 
foreign oompetition than the Bill has given as a matter of faot.

8k, there is at least one matter in regard to retaliation in ^ ich  the BilK 
might hav  ̂ been a little more forward and progressive in protecting Indian 
interests. Qause 3 (3) empowers the Superintendent of Insnranoe not ta 
regiBter a for^gn company if the practice and law of insurance ih tliat foreign 
ooontry debars Indian concerns from transacting insurance business there.
II ii a very, very limited protection. Sir, there are certain countries who shut 
out Indians altogether, not only fipom the insurance field but even from setting 
their feet on their soil, except peihaps as indentured labourers. They prevent 
Indians from acquiring any proprietary rights in their soil or owning any 
property or having any substantial interest in the trade ch* commerce of 
that country. Bueh countries do not require to pass any legislation 
^wcially debamng Indian insurers because they pra^icaUy prevent every 
Lidian enterprise foam getting a foot-hold there. Tnke two cou n t^  like 8outh 
Africa and Zansibaar, for instance. In these countries, Indians who have al
ready got some fioot-hold are bdng treated in such a way as to force them to 
leave ^ose oountries. In Zanzil^r, we know all about the fate of Indian 
clove growers. South Africw insurance concerns and Zanzibar insurance 
concerns can get registration in this country simply because there is no law 
qpedally dealii^ wi^ insurance which debars Ind^s from pursuing the busi
ness of insurance in those countries. What I am submitting is that the laws 
are so anti-Indian as to shut out Indians altogether from the soil. It is there
fore strange that the Government of India should restrict the operation of 
clause 3 (3) to refosing registration to companies of only such countries as dis
criminate against Inmans only in the matter of insurance business, in their 
own countries. I feel that the Government of India might have imposed 
greater disabilities upon oountries in which Indians are subjected to various 
disabilities, not only in the matter of insurance business but also in regard to 
other righte. I feel that the Bill has not given adequate protection to Indian 
interests wliich could have been given even with the limitations imposed 
by the Government of India Act of 1936. I am fully aware of the 
handicap under which the Government of India has to fnme this Bill, having 
regard to the provisions of section 113 of the Government of India Act. Never
theless, even with that handicap, in the case of companies other than United 
Kingdom companies, much more could have been done without infringing 
the provisions of any law, and I wish the Government of India had taken 
courage in both hands and given greater protection for Indian companies 
than they have actually done against non-Indian oompetition.

With regard to the question whether these non-Indian companies, of non- 
British origin, are or not really entering into unhealthy competition with 
Indian companies and whether they are or are not dumping insurance on this 
country, I feel that the evidence laid before the Advisory Committee and the 
materials supplied by various Indian companies to the Members of the Central 
Legislature, clearly prove that such dumping and unhealthy competition do 
^xist. I am somewhat surprised at the very breezy manner in which Sir 
Fhiroze Sethna yesterday disposed of this complaint. He merely said that 
the representative of the Indian concerns who gave evidence before the Advisory 
Oommittee had practically to give up his case. I am not prepared 
to accept that statement. I have carefully read the evidence of Mr. Duff of ̂ 
liie New India ifbq had been selected by tke Indian companies to represent 
tli)^ dufb befisre tiie Advisory and I think he has ̂ ve^ ta^ble

OOOTÔ  O ^ ^ -  [16th Nov. 1087..



proof, much of wbidi is supported by documents, idiioh 
^ere is both dumpii^ aJ^ unfair pompejbitkm. I do iipt Sir
Phiroze Sethna could so easily have disposed of the evidence of Ifr. Biiff wilh  ̂
out controverting the feû ts placed before the Committee by him and aJbiding 
to the various documents on which his evidence was based, I dp not wish tQ 
trouble the House with reading extracts from that evidence because, every 
Member of tlus House, I believe, has got a copy of Mr. Duff’s evidence, and 
1 will ask them to read it once more before we conclude this general discus
sion on the BOl, and if anybody can refute those facts and arguments, I shall 
be glad to hear their case. Sir, I am convinced thaf there is a great deal of 
unfair competition and dumping by foreign companies in the insurance field 
in India and to that extent Indian companies are greatly at a disadvantage. 
In fact, 1 felt as I listened very carefully to Sir Phiroze Sethna’s spe^h that 
what he said was itself fiuflScient to substantiate the Indian case. His whole 
argument was that the Canadian companies with which he was familiar, parti
cularly the one with which he was connected, were in a very strong position 
to give efficient and cheap service to the Indian policy-holders. He said, 
“ We are able to give you cheap service ; we are able to give you good service ; 
therefore encourage us.”  That is not a new argument. It is the old argu
ment of all foreign suppliers of goods and services to this countiy that because 
they (̂ an render cheap service, India should prefer them. There is in this 
plea the implied admission that they are competing with Indian concerns. 
Sir, the Exchange Banks say, Our chaises in foreign exchange business 
are so low that you Indians have no reason to complain. If you start an 
Indian exchange bank for doing foreign exchange business you cannot give 
India such cheap service.” The British shipping concerns say, “ If you start 
an Indian Mercantile Marine, your ships will not be able to give such efficient 
and cheap service as we do So do the Lancashire millowners say. They 
say, ‘ ' If you start mills, you cannot supply cloth as cheap as we can do it 
from Lancashire This is a very old argument. I am surprised that 
Sir Phiroze Sethna, the Indian patriot as he is, played the role of the foreign 
exploiter in this country. I will leave it at that. I think that Indian insurers 
have substantiated their case that there is both unhealthy competition and 
<)uniping by foreign companies, and this Bill could easily have given greater 
protection to them than it has done.

Sir, we are thankful to the Honourable the Law Member and to the L^is- 
lative Assembly for the provisions that this Bill contains in regard to] foreiga 
companies inadequate as they are. They are required to invest cent, per cent, 
of their assets to cover their Indian liabDities ; they are required to prepare 
separate accounts and statements relating to Indian business and furnish 
them to the Superintendent, like Indian companies. These are all very whole- 
i^me provisions and to that extent they are certainly hdpftil to the Indian 
business. My friend, Sir Phiroze Sethna, said that a Canadian compa^ 
was asked to invest its assets in India in regard to its Indian business, its 
•otherwise strong position would be weakened. I fail to see how. He has 
warned us with a notice of his intention to move amendments to undo these 
provisions in the Bill. I hope that every Member of this House, Indian and 
non-Indian, wiB resist Sir Phiroze Sethna's amendments, and I hope all of 
them will be defeated. He made a very astounding statement, namely, that 
though non-Indian insurance is not a national indfustty yet it is a national 
asset. I ffitil to »ee how a fbretgn interest can be a national asset for India. 
It is neither a national indtistry nor a national asd .̂ He has got to sub^h- 
^iate his case, and if he has a case I hope he will try to convince us wh6h he
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ttoves hia to the pfoTisiona contaix^ in W t Bill in reigard to-
f6reigiiMm|itaiesV

Sfr, ■comjiiig' tq some of the detail^ provisions of the Bill, the mqet 
mportant one i)9 that relating to the managing agents. The stand ^hicU the 
Lair Member h^  taken against the syateih of managing agency and managii]̂  
agents ha6, on^he whole, I think, the general support ctf the Indian puBlib. 
Speaking for myself I am in entire agreement with the pro\’ision8 of this Bill 
in regard to fnahaigiiig agency. At the same time 1 must say that after speak
ing to many of thoae who advocate the continuance of the managing agency 
^ tem  I aih convinced that their advocacy is not due to anj selfish or personal 
interest. They are as sincere in advocating the managn ĝ agency system, 
in the interests of the insurance husinens as a whole, as those who advocate 
its aboUtibn. But as I have already said I am convincod of the strength of 
the cane on thfe other side, namely, for the abolition of the managing agency 
syBtem. 1 'trould therefore appeal to tlioee who advocate the managing agency 
system to accept the decision of both the Chambers of the Central Legislature, 
a a  one reflecting the general opinion of this countr>% in a sportsmanlike manner 
a n d  not to further agitate the question of the managing agenc-y system. Any
how, if experience shows that the abolition of the system ha« prejudicially 
affected the growth of Indian companies in general business, then they can 
re-agitate the matter and convince the Government of India that by the 
abolkion of the managing agency system the development and gro\<  ̂ of 
insurance busiiiess has suffertS in this country. If they can make out such 
a  case then the Government of India will I am sure not be unwilling to revive 
that system to help Indian insurance. 1 think on the whole that the aboli
tion of the system is more conducive to the growi;h of insurance business in 
this country at present, and the onus of making out and proving the contrary 
lies on those who want its revival.

Sir, with regard to the provisions of the Bill dealing with lioensMig o f  
agents 1 will aay a few w^tla. They are on the whcde well conoeived and 
aatisfactocy. The demand for Uoenaing agents is a Icknĝ ataodiî  one, and 
it is a matter for gratificatk)p. that at last the Government of India have intro
duced the system. I hope it will work well, though there are some sna^ 
in the provisions relating to licensing. We must wait and see how they worK. 
At present I find a number of employees of innurance societies like clerks, 
who receive aalariee for working as su^, also canvass buainaaa and get some 
commission fat wcu'king as insurance agents. It is now conaidered to be 
legitimate. They work in the companies as rê gular employees and also pro« 
cure business and get commission thereon. Hereafter I realize that they 
must take out a license under section 37 if they are going to canvass buaineaa 
far the insurer. But whether they should be permitted to do ao when they 
also receive a salary for other work from the insurance company is a matter 
which is iK’t very clear from the Bill. The Honourable the Law Member 
might throw some light on that. It is a practical difficulty. Some of ua 
who are connoted with life insumnce companies do not wish to exclude this 
class of person from our agents. They are very useful people. They earn 
salary for regular work and in addition get a commission for business pro
cured. I personally feel there should be no prohibition on their being em* 
ployed as agents. Of course I realize that there may be abuses in some cases. 
Agents may be given other remuneration in addition to commiasipn and tba 
provisions at the B01 may be nullified by placing them on the pay coU as clerka. 
of the company. B u t  I think those wifi to cases of evasion and w e  oa,n deteô u 
them.
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With regard to the issue <rf licenses the provisions of as they
stand seem to be good ; but there is an attempt, I find, to require that the 
agents, or would-be-agents, diould apply through an insurer or to obtain 
his <HMinter*signature at least on their application (at a license. I am strongly 
against any such move. I do not want agents to be made indentured labourevB 
of any company before they get a license. They ought to get a license inde* 
pendently of any insurance company’s intervention, and after they hav̂ e 
teen given licences they must be ftw to choose their employers. Other
wise if an agent has to go to an insurer for obtaining his counter-signature 
on an application, it is veiy likely in 99 cases out of 100 that the insurer will 
impose certain obli^^ions upon him or will ask him to serve him for bo many 
years or render some other kind of service to him. Therefore I think appli
cants should be allowed to get licenses without the intervention of an insur«^ 
I hope a suitable form of application will be devised by the Government to 
enaUe them to test the fitness of an applicant to obtain a license. And if 
the insurer's intervention is not to be sought, there should be, say, two other 
respectable gentlemen to certify that the applicant is a fit and proper person 
to have a l^nse as an insurance agent. All that is required is that some 
suitable standard fcmn of application should be devised to this end.

So much about the insurance agents. Then there is the question of the 
chief agents, to which the Honourable the Law Member referred yesterday. 
I know when I refer to this matter I am up against the irrevocable decision 
of the Law Member and in trying to re-open this matter I am practically attempt
ing to unsettle a settled fact. {An Honourable Member : That has bwn
done ” .) True, in other cases that has been done.

Thb H onou bablb  t h e  p r e s id e n t  : There is nothing which is irre* 
Yocable in this House. The decision of the majority prevails.
t :

Tsm H onou& abijb M b. RAMADAS PANTULU : I am glad to hear it„ 
Sir, and I am appealing to the Honourable the Law Member to give a sympa
thetic consideration to our case about the chief agents. I agree with him 
ttiat it is impossible to define satisfactorily a chief agent. I entirely agree 
with him that in our attempt to define a chief agent we are likely to exclude 
from its operation certain persons who ought to come in and we are likely 
to include persons who should not come in. Therefore I am not for attempt
ing a definition of chief agent. However, clauses 35 and 36 speak of persons 
who employ agents for the business of the insurer. That general expression 
is used to denote people who correspond to chief agents and the scheme of 
this Bill so far as I understand it is this. Clause 35 (1) says that an insurer 
may pay commission to insurance agents, that is, agents licensed under sec* 
tions 36 and 37, and also to those who employ agents for the purposes of the 
insurer. For facility of reference I may call the latter class of people chief 
agents. They are generally known by that name, whether defined or not— 
the person who employs agents for the business of the insurer is a chief agent 
in non-technical language* So an insurer can give commission to both licensed 
agents and chief agents. Chief agen^ are not required to take out any license. 
Then sub-clause (2) of clause 36 says that in regard to the commission to  be 
paid to a licensed agent it ahaU not exceed 45 per cent, of the first year’s pre
mium or 6 per cent, of renewal premiums. There is no limitation with regard 
to the conmiission to be paid to the other class of persons, namely , the persons 
who engage agents for the insurer whom 1 call chief agents. There is no 
Umitation on commission payable to that class of persons, The^ore the



Raliudte

raittit ia that wliile tho limit of comiiiia«i<m that oan be paid to »n insuribiiOQ 
is fixed, there i$ ntitkiitg in the BiU nbout the remuneration the otiief 

agent gets. I think t&is joiniMion of 4ny .Umitation on the commi^ion be 
paid to qhief agents will greatly frustrate the ben^oial providiau» of the Bill 
with regard to the limitations on the Qommissions of agents. The provisions 
ef the Bill oan be easily e¥aded ; even a kind of managing agents <)an 
be brought into existence under the edoak of ohief agents and various other 
things oan be done to circumvent the provisions of the Bill. The limitation 
on the commissions to be paid ia intended, among other objects, to m a^ 
insurance not too costly and not to make it a heavy burden upon the polioy* 
holder. The more the cost, the less the bonus and the less the profit. It 
is the polioy-hokler who ultimately pivys for every aervioe. His main pro* 
Section consists in educating him that he oan get as much benefit out of in- 
murance as possible only if he goes to the insurer wiUiout the intervention of 
•agents. When you get rid of agents and middlemen, it is then that the poUoy* 
h ^ e r  the fnilmt benefit. The real protection lies in educating him
self about the benefits oi going direct to the iiMurer without the intervention 
of third persons. Prom the chaprassi right up to the managing agents, it 
is the pohoy^hokler who paĵ s for everyone employed in an insurance concern. 
.Thei^ore anything that goes by way of oommissions to the intermediaries 
will pro knUo diminish the profits, benefits and bonus due to the poliK^-holden 
'The^ore, I feel that even in the intnreats of the poJioy^boklera, wh6se interests 
sm to a great extent saf^uarded by this Bill, there o i^ t  to be some limita  ̂
tion on the commission paid to the chief agents. I quite realise the ^reagth 
of the aigument of the Honourable the Law Member yesterday that the imposi
tion of a limitation is likely to injure the interests more of the younger com
panies than those of the older eompahies. The oMer ^oinpaniee ettn open 
branch offices at great cost at various plaoes, whereas the youi^l^ oomfMntei 
can only operate in a province other than itP own, through a chief agent who 
will be remunerated more upon ^ e  basis df the b^ness he doet^tlm Upon 
stereotyped standards df costs of a feffanoh cffice. 1 quite realise the strength 
of the asgnment. Nerarthelees, Sir, my experienee erf life offioes^l am con- 
woted with two life offices, both of tb w  young-^^s shown that it will ndt 
teaily condoee to the benefit of the polioy-holder or to the strength of the 
oi^anisation unless there is some limitation upon the commisafton paid to 
ohief agents. Thoogh there is no atatotory limit now, the conmiisaionB fejd  
to  chief agents are l^ te d  by the contracts between the insurer and the ohief 
agents. In my experience I have come aeroas few cases whore ohief agents 
are paid normally more than 20 per cent, overriding eommiaaion on the bnair 
neas secured by them, threogh the agento em p lo^  by them. Now, ihm 
BUi pr<mdea for a maximum of 45 per eent. to ordinary agents and yesterd^r 
the Hofionrable the Law Member said that if tlicfe is general support for re
ducing it to 40 per cent, he is prepared to do so. I for one feel t^ t  we c/a ŝt 
to get thtit aoppcflrt, because 1 feel that 40 per cent, is quite handsome axid 
ample in ehe case of insurance agents and I for my part am prepaid to say 
ibat I wfll support his proposal to rednee the agency commission from 46 to 
40 per eent. Suppeaing we give 00 or 66 per eent. to the chief ageift, it wiU 
give him 20 o r  26 per cent, margin; If it is 40 he will get 00 per eent. %nd M  
if it is 46. I think it ought to be amfde for a ohief agent to indttce Mm to 

bttSiiMs to Insurer. And If a c^itif iagent̂ bimself «Aea dtit a 
i c M k m  3 7  t h e r e  i s  n o  ^ m M o n  h e  efaoilld n ^  l a l s e  g e t  e i m n u M e n  

m  f i l e  ^ w i n e s s  M r o d o o e d  by l u m  w M f .  I n  miKkm to  l A i e
^  b t f i i w i e e  d o n e  %y M i n  pimmYfy, i f  l i e  t n f e e s  d i f t  a I M w y
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he may get overriding commission up to 20 per detit. ^  
tke buaiaess done by agents em ploj^ undar Jiim. The ez|wrieooe^^ life 
effiees iaas Aom n  that efficient cUef agenta can be procut^ at ao* jMer ocoii>. 
bverriding oommiasioB and they hare rendeml very valuable alid ^^tent 
services. I do not know whether there is any great agitation amongvihe 
ohief agents that they should get unlimited remuneration or that tto reoia  ̂
Deration that they now get is not adequate. They have not been beforo^e 
public an the managing agentB have been. So far as the chief agents ave 
concerned they have behaved very handsomely in regard to this legislatioĉ  
and they have not put forwaxd any special case ; nor am 1 aware of any loiig  ̂
standing contracts with them with the insurance oompaniee to the disadvantage 
of the insurers or to the policy-holders. Therrfore, Sir, the provisions of 
sections 35 and 36 which relate to persons employing agents if retained as 
they are without any limitatioD on their remuneration will o|)emte prejudi
cially to the insurance ccmpanies as well as policy•bolden. I do not wiA 
to enlarge upon this matter now, because 1 l^ve given notice of a specific 
amendment with regard to the way in which chief agents of insuranoe com
panies should be remunerated and when 1 speak <hi that amendmeub 1 will 
deal with it at greater length.

Sir, another section of the Bill which has been subjected to a good deal 
of comment is the section dealing with investments. As the Honourable the 
l<aw Member has pointed out yesterday, a compromise has been arrived at 
and a number of amendments of which notice had been given in the other 
House were withdrawn by reason of an agreement between afl the parties 
in the House. Nevert heless I will request the Law Member to consider whetJier 
he cannot reduce the 55 per cent, to be put into Government and approved 
securities to 50 per cent. I am making this request in view of the fact that 
there are large assets of insurance companies which really cannot be invested 
in any remunerative manner such as their outstanding premiums, their build
ings, their furniture and other assets, and they form a fairly large proportion. 
In making this suggestion I am not asking him to take into consideration 
the cost of the buildin|(s of the head office or branch offices. If it is reduced 
to 50 per cent, they will still have 50 per cent, of their assets for investment 
at their option and it will give sufficient protection to them. If he is not 
prepared to consider this suggestion, my alternative suggestion is that he 
might allow the cost of the investment on buildings in which the head office 
and branch office are located within the limit of the 55 per cent. ; he may 
include that investment in the 55 per cent, for which the Bill now jwovides.
I am suggesting either of these alternatives for his consideration.

In regard to investment in Government seouritiea, I do not wish there 
should be any reduction at all. Under the lodian S^urities Act I believe 
that even securities of Provincial Govermnetnts are Govermaent securities— 
not only securities of the Government of India but those of Provincial Gk>̂ 
vernments—and I want as much money of the insurance companies as pos
sible to be invested in securities of Provincial Governments. I know Pro
vincial Governments will be required to borrow larger and lairger amounts 
ftjflr productive capital expenditure in the future and any measure which oom- 
pete the insoranoe î ompanies to put more and more into Govemmenft «eoUri- 
ties wifi help Pirovinoial Governments to raise funds—especially now 
we ^ n t  long term for productive eicpenditure in the provinces. Ihwm
if tk« j^pdltion ^  28 per cenft. n raised by the Law Memb^, I am wfflii)g 
J^vdte'forit.

M l
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Sir, the ’iqpedal proviskms of the Bill on whioh i  woald like to say a feir 

im ds ftte t^oae rdating to provident, mntilal ami 6o ĉipemtrv« fife inBoranoe* 
eoeietieB. Hie oonoeBsioiis fiTeti to them and the proviiBons dealing with 
them are very Mtiftfiietory. Provident imnirance companies whidi haTe 
been working on the dividing plan were mostly unsoand and a great menace 
to the pabho ted some of them have failed and caused great loss to the poor 
people. Therefore provident companies are now rightly asked to function 
like regular insurance companies, the only limitation being that they cannot

rvj an araroity of more than Rs. 50 w  issue a policy for more than Rs. 600. 
think these safeguards and the 0pecia) facilities given to provident oomr 
panies must prove very uM̂ hil to the public specially the poor. *niere ]S» 
however, Sir, one {^ovision to which I take exĉ pption. The new clause 3A, 

which was added at the fag end of the proceedings in the Legislative Assembly, 
prohibits all insurance companies except provident scx̂ ieties from writing 
on their boc^  any poKcies for R«. 600 and less ; they must issue policies 
of sums aborre Rs. ©00. In regard to this matter, my personal experience 
of o^opecative inauranoe societieB is that they have b^n doing excellent 
work a ^  rendering very useful service to the rural population by issuing small 
policies. The co-operative insurance societies which work mostly in the 
villages and among the members of the rural credit societies have been able 
to write on their bo^s business of a verj" useful character in the small policies. 
The elementary teachers employed in district boards and other employees 
of qvnsi public bodies whose means are slender and whose provident fund 
contributions which may be diverted to insurance premiums are very small 
and which will not enable them to take policies of over Rs. 600, have taken 
fuD advantage of co-operative insurance and have largely insured with the 
co-operative insurance societies both at Bombay and Madras. I have no 
first-hand knowledge of the working of the Co-operative Life Insurance Society 
at Calcutta, but I think it is also doing some good business of late, though 
in the beginning it was a little handicapped. But I know that the Bombay 
and Madms Societies have done exceedingly wcfTI and I think in Bombay 
policies c i Rs. 600 and less constitute about ^  per cent, of the business and 
in Madras about 26 per cent, of our total business. We started our Insurance 
Society in Kadras in 1932. We have been going on for five vears and we have 
written Ra. 60 lakhs of paid up business on our books, about 25 of which 
relates to policies of Rs. 600 and less.

Sir, the provident companies are few and new to r^ular insurance bum
ness. So they cannot be expected to render the same efficient services to the 
village folk as the co-opetative life insurance societies are now doing. In 
course of time, however, the provident companies may grow in strength. 
I feel. Sir, that there is at present no case for excluding co-operative societies 
from business of Rs. 600 and less. Therefore, I earnestly p k ^  for the exemp
tion of eo*operative societies from the operation of the new dause 3A in the 
Bill.

Sir, now cooiing to the provisions which give protection to polioy-holdera 
by this Bill, I feel that they are on the whole satisfactory. The amendmei^ 
c{ whkh notice has been given by the Honouiable the Law Memb^, whiob 
I received last night, says it makes it obligatory on the insurance companies 
to give notice all the options available to pdioy-hoklers under their p^cies^ 
Many of tbem, on aeconnt of their ignorance ci ihe English language and on 
account inabifity to understand the rules and r^ulations of the caî pany». 
are not taking advantage of the various options available to them. You
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make your policy paid up and prevent lapses and.havte your |xilk^ire^ed 
PDfier certain schemes ; these are some of the options which are available. 
Many of them have not been able to take adVafltage of them becauisie due 
notice is not given to them of the options whiih tfiey can exercise and t|ieî - 
fore the amendment of which notice has been given by the Law Memb^ yest^- 
day is a very useful amendment, inasmuch as every insurance compiiny & 
under obligation to give notice of all the options which the poIicy-hoJder caxi 
exercise.

• Thb H o nou rable  S ir  NRIPENDRA SIRCAR (Law Member) : Sir  ̂
may I inquire from the Honourable Member what exactly is the amaixl-' 
ment he wants to 3A ? 1 have not been able to follow it.

The Honourablb Mr. RAMADAS PANTULU : Sir, I have sent 
amendment to exclude co-operative insuranoe societies from the operation, 
of clause 3A, for you to consider.

Thx fioN O U B A B iiS  THB PRESIDENT : I think at this stage we may 
not anticipate amendments  ̂ When the ajfiieiuiment is put forward tlie Honour
able Member will have an opportunity explaining it or revising it.

The Hovourabls Sir NRIPENDRA SIRCAR : Very good, Sir.

Tbe Honourable Mr . RAMADAS PANTULU : My amendment is 
this. I want these words to be introduced : “ No insurer other than a pro
vident society to which Part 111 applies or co-operative life insurance societies 
to which Part IV applies shall pay, etc.** That is the exatct amendment.

Thb Honourable Sir NRIPENDRA SIRCAR : 1 have followed it.

The Honourable Mr . RAMADAS PANTULU : I want to club co
operative societies along with provident societies.

While the protection given to policy-holders in many matters is adequate,, 
I feel that the protection given in respect of one matter is not adequate. Sir, 
for the first time this Insurance Bill provides for the representation of policy
holders on the board of directors of the insurance company. That is a wel
come departure from the previous law. Hitherto, the admission of policy
holders into the boards of management depended entirely upon the good
will of the shareholders. The shareholders, who contribute a very small portion 
of the working capital of a life insurance society, pan, if they are so minded, 
exclude policy-holders from all participation in the management of their 
companies. Now, the Bill says that not less than one-fourth of the board of 
directors shall be elected from the policy-holders. I feel, Sir, that this is 
inadequate to protect th^interests of policy-holders. A one-fourth minority 
on a board of directors will hardly bo able to make their v o io o s  heard o r  their 
viewpoint appreciated, especially when we know that one or two powerful 
shareholders can command the majority of die votes and if they hold 51 per 
cent, of the shares can run the whole company as they like. In these circum
stances, I think the Bill ought to give greater representation to the policy
holders. Personally, Sir, I feel that it should be one-half. These policy- 
hdlders pay all the money and they ought to get at least equal representa
tion ; bû  if that is not possible, then the one-fourth should be raised at leaAt 
fe) oi»-thIrd ropretentation.
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Thera is one other matter in regard tc thib representation to which 1 

would like to refer. Sir, the new provisions of the Bill in regard to asaign- 
ment and traaafer in flection 33 are also a welcome contribution. There is 
now some uncertainty about tbe law and there is also a divergence between 
the En|^sh law and the Indian law with regard to assignments. Now the 
English law amd the Indian law have been brought into conformity and the 
provisions of section 33 with regard to assignment and transfer are so far 
useful. But when we come to section 42 which deals with representation 
of the policy-holders on tlie Board, I felt that the position is not clear as to 
whether the assignees or transferees of policy-holders can also claim the right 
to election on the board of directors. I think they ought not to. I think 
aasi^eei or transferees ought not to be made eligible for election to the board 
o f directors. In the case of shareSolders we have a right to recognise a transfer 
or not. In tbe case of prospective policy-holders too the company has the 
right either to reject or accept a policy, but not in the case of assignment. 
Once a policy is assigned, it is no longer the original pohcy-holder but only 
the assignee ^ at can claim surrender value, paid up value, allow it to lapse, 
and so forth. Therefore, the original policy-bclder goes out of the picture. 
Therefore it raises a doubt as to i^ tb er assignees and transferees have not a 
right to claim election to the board of directors. Therefore, I think section 42 
must be made clear by another proviso that tbe assignee or transferee of a 
policy under section 33 shall not be eligible for election as a director. I mean 
to say only those people in whose name a ipolicy is issued, whether transferred 
or not, should have a claim to representation on the board.

Sir, in eondusion I would only ur^ the points which are of special interest 
to co-operative life insurance societies. They are defined in aub-dause (6) 
of clause 86. They are defined as societies registered under the Co-operative 
Societies Act which have no share capitid on *^ch  dividend or bonus is pay
able and of which by its constitution only and all policy-holders are members. 
So far as the requirement t^at there shoii^ be no share capital on whioh divi
dend or bonus is payable is concerned, we agree, because tbe essence of co
operative insurance societies is that we do not have capital on which dividend 
is paid. Every benefit under the policy must go tO the policy-holder. There
fore, we do not want to divert our profits or bon\is or dividends to any share
holder. That is right. But accordii^ to the requirements of tbe Co-operative 
Societies Act we are compelled to take as our members certain members who 
may not be policy-holders. They are a very limited class of persons, namely, 
the original members on whose application a co-operative society i& registered. 
Now, them is an All-India Act of 1912 and three provinces, namely, Madras, 
Bombay and Bihar and Orissa- Burma has one but Burma is outside India 
now— have their own special provincial Acts. Every one of these four Acts 
requites that every co-operative society should l̂ e roistered on the applica
tion al a prescribe number of persons. Without such application no co
operative society can be formed and these members by virtue of tbe statute 
continue to be members of the society after it is constituted. At that stage 
there will be no poBcy-bolders because the business of tbe company will com
mence some time after its registration and the policy-holderft will come into 
•existence a little later. It is not always possible for the ten original members 
to take out polides because some of them may be of non-insurable age, some 
of them may be itodically rejected and some of them may not have the 
ibdination to beoome pc^cy-holders. Therefore, those ten origiDal membenî
oil whose application tTOiKxiiety is regitfteted, are the mefl̂ bers under tiieconsti- 
tuticm. They are members not only under tbe coHMltution as iraubd by the
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Imt \wui»r th# aUtijtaiT p r o ^ w  of tlpo 
Tmrefore, I wwt tUsdefimiion to be ivm<vid  ̂op i^to jjachuî î ^̂  
members on whose application the society 1b regiist^ed. There is also one 
otiber iw p^t in whiph tl^ de&nitiop lurUieir 2 ^ ,  in
SQî e of the oo-op^ative insuî aAce soQietî  ô hô  ocHopeiî tiv̂  
ayî  wmberp. They dp ĵ tot participate in thcor pjpfijts nor dp U^y tajt̂ J| 
diyidand but they are practically the^ feed^i^ fpl* infljt̂ nce, a coroperaji^ 
sppiety in Uie mufas^l hâ  got a number of , member  ̂andit would» by a sp^, 
of moral persuasion and other fpi;nvi of help, help the co-opecativo socifitii  ̂tp; 
get busing among th^r memberb. Thpy arĉ  not* lik  ̂ageAt« orbrokw^ pi;. 
chief agents or whatever you may call thê >. In MAdraa, the co-opepraliye; 
insurance society of which I happen to be the President ^  the last five years 
has other co-operative societies as members. They help us without claiming 
any brokerage or commisbion or any other benefits. Therefore  ̂ in the case 
of t̂ uch institutions it is desirable that you should allow, them to stand. They 
will be admitted of course subjei;t always to the provision that tlbey get np 
dividend, no bonus and no profit. On these matters I have given specific 
amendments and I request the Honourable the Law Member to give hif 
favourable and careful consideration to these amendments.

I have nothing more to say now except to congratulate once more thp 
Honourable the Law Member for the very beautiful and healthy Bill which 
be has produced. We will make every attempt to strengthen it her© and 
shall do nothing to mar its beauty or to weaken it.

T he H onourable  Mb . HOSSAIN IMAM (Bihar and Orissa : Muhamma
dan) : Mr. President, the much awaited Bill which is very essential for the con
duct of insurance business has at last come to our House. We are all grateful, 
to the Honourable the Law Member for having piloted a BiU of such great 
importance to the Indian public. It speaks volumes for the indefatigable 
energy of the Honourable the Law Member that he should have piloted two 
such important measures as this Bill and the Indian Companies Act in such 
quick succession. He will be leaving landmarks on the Statute-book of 
India wliich it is not the good fortune of many Honourable Members to do. 
Sir, there are points of differences between ourselves and the Honourable 
the Law Membw on this BiU, but we cannot gainsay the fact that this is a 
great advance on the existing legislation. Imperfect though it may be, it 
does to a great extent remove most of the glari^ defects of the existing Act, 
and to that extent it has our entire support.

But before I come to the details of the Bill, pennit me to say a few words 
about the method adopted by the Government in piloting this measurê  
Perhaps people may think that I am harping on an old story and trying to 
flog a dead horse, but I do feel strongly that this House is neglected by the 
Government. The references to the Joint Select Committee have become 
almost non-existent. When we brought forward Resolutions to this effect 
in this House on two occasions, the Leader of this House, the late Mian Sir 
Fazl-i-Husain, gave us to understand that it was the settled policy of the 
Grovernment to refer important Bills to Joint Select Committees of the two 
Hou. ê , particularly measures of this nature which do not involve the Gov
ernment as a party. Here the (Jovemment have no particular interest of 
their own. The Bill is for the good management of a business in India and as 
such it was eminently suitable for reference to a Joint Select Comzmttee ô  ̂
thf two Hpusps. It may be u ti^  that this is a rey isi^  Chamber as suph, 
it should not l>e asoopî ^^ ^  ^  io;iti|d



: T̂sB HoKOtTi^^ PRSSID Ei^: Nothing of^he Idnd. 8tandi%
4M m  givĉ  power to tAiis House to aak for a Joint Setect Oommittee.

Thb HoKOtmkBLS Mb. H06SAIN IMAM: We are thankful to you, 
19ir, for the atatemmt, We would be going beyond the statute and the rules. 
The rules do not say that we are a rerilrtng Chamber and are therefore debarred 
from participating in Joint Select Oonunittees of both the Houses. Look 
at the Mother* of Parliaments. When the Government of India Act was on 
the anvil, it was reftrred to a Joint Sdeot Oommittee of the two Houses. Why 
AojM  there be no references of Bills to Joint Select Committees here, when 
it is done in England  ̂although the House of Lords, being a hereditary body, 
has not the same claim to represent the public opinion as we have!

The Honoubablb Sib NRIPENDRA SIRCAE : May I oflFer an ex
planation on behalf of the Government 1 Oovemment tried its level best 
to have a Joint Select Committee but it could not force the Assembly to agree 
to that.

The Honottbablb Me. HOSSAIN IMAM : May I remind the Honourable 
the Law Member that at the time when he introduced the Bill the Congress 
Members were absent and most of the Independents were also absent. If 
he will see the debates he will find that the nominated Members were in the 
overwhelming majority of about two to one. Is it not a fact that before the 
15th February he had an overwhelming majority at his beck and call just as 
he has in this House ? The Assembly  ̂ before the Congress came in, was as 
tame a body or even worse than this House was about six 3reai8 ago. The 
Opposition in this House at present is not a whit less representative than 
the other House. But it is our misfortune that many of us are so obsessed 
by our inferiority complex that some of us have no desire to honour themselves 
and keep up the dignity of this House.

The H onou eable  th e  PRESIDENT: I hope you will not make any 
reflection on your colleagues.

T he H onou rable  Me. HOSSAIN IMAM : I am making reflection on 
our own selves. It ia our own weakness which is responsible for the attitude 
of the Government. If the Members of this House had the courage of their 
convictions and had they desired to make themselves felt, they would have 
made themselves felt and Government would have simg a different tune to 
that which it is singing now. It is not the Government whicli is at fault. 
It is primarily the fault of ourselves and we ought to be ashamed of it. I 
wish the House to rise to the occasion and assert itself and prove that it has 
got dignity and prestige and that it is not going to take this neglect lying

12 ifooE down. But if we do not do that, it will be our own fault
* and not the fault of Government. But I may request

the Honourable the Law Member that he should explore ways and means to 
comintmise this difference between the two Houses. A sumestion unoffi
cially made was,—and there is a great deal of sense in it,—t£^t a House of 
146 should not have the same representation as a House of 60. We admit 
the strength of this argument, but we request Government to find a solution 
and amend the rules accordingly so that the valid objection of the Congress 
and the other opposition parties in the Assembly may be removed. We do 
not want that we should oome in as a matter of grace ; we wish to come in as 
a matter of ri^ t, and on equal terms. And equal terms ” does not imply 
ihat we must tove the same repreetatatkm as the other House.
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‘ 1rhea» Sir, there W aaptW iu wl̂ dW Gbv<^^ soipe
amends for past neglect, t do hot ask lAfein to go into penoaoi^'f t  al^ply 
aak thrai to be reasohable, to forget for moment that they ha.T8 &ireKnMm- 
mg flopport behind them in this House. 1 aak them only to bê  raymuibja 
4kad I great hopes of the Government being reascmable be^cuie the 
words which the Honourable the Law Member UAed in introduoing this m ea0Qf0  

yesterday were hopeful. I will quote him as I took him down ; his statemmt 
with regard to amendments were to this effect t

** It is rather diffioalt for the Oovemment at prosent to agree unleea an overwhelming 
•esse IS made out for any ohange of any rital prineiple affeoting the Bill ’*.

We do not want any change of a vital principle aflFecting the Bill. What we 
want is merely to put in commas and semi-colons and in some {daces where 
a word has b^n taken out as if by the printer’s devil, to put it in. I may 

-explain that our objective is to carry out the prindp^, to implement the 
intention of the lower House and to fill up all the loopholes that may exist.. 
It is the loopholes that make or mar a legislation, and specially so when we 
are concerned with commercial legislation. I think the Honourable the Law 
Member will agree that much greater care is required here than is required 
in other cases, because the commerciiil magnates can conunaad the h^hest 
l^al talents and with their help they can find ways and means which would 
not be available to ordinary people in India.

Now, Sir, coming to the BiU, I should like to trace the genesis of this 
measure. This Bill has a very long period of conception behind it. It was 
conceived in 1925 and was bom on 26th January, 1937,— f̂uU 12 years. After 
such a long conception we naturally expected that it would 1̂  something 
-either very much above the normal or sub-normal; that it would not be entirely 
normal. The Honourable the Law Member in his Statement of Objects and 
Reasons has given reasons as to why this measure was not proceeded with in 
1926 and how the 1928 measure was introduced. I need not go into all that; 
I am only concerned with the immediate past. This measure was introduced 
in response to a demand made in this country that there was unfair compe
tition from the foreigners. Now two interests who do not go together, t.c., 
big business and the young companies, joined hands in this crusade against 
the foreigners. The big business was afraid because some of the old established 
foreign companies were competing directly with i t ; the young companies 
<iid not compete with them. So they did not mind the expansion of the young 
companies as much as the advent of the foreign companies. But the young 
<K>mpanies found that they had to increase their expense ratio on account of 
foreign competition. Therefore these two combing together and raised a 
cry for prot^tion. As there usually happens in India, public men were duped 
by the interested parties and in this way some of us v̂ere deceived and we also 
took up the cry that there should be protection for the insurance companies,
I had thought that this cry of unfair competition would be silenced after the 
publication of the confidential report by the Government of India in the 
Department of Commerce, of the Insurance I-»aw Amendment Committee, 
but I find that the Leader of the Congress Party again broTight forward the 
plea that there was unfair competition fi*om the foreigners. Here, Sir, I 
•should like to be informed by the Honourable the Law Member whether or 
not I can refer in my speech to this confidential report.

T h *  H o k o u b a b l*  Sm NRIPENDRA SIRCAR: Govermnent have 
mo objection; it a matter for the CSiair.

JKSURAVCE taLL.



T q 9  H o n q u b 4J ^  t h b  PRBSIDKNT: In that oa ê ^  it is marked 
** Cbi^cfential tJjiie IStaoutable Member is not eo^tled to ie^et to Hj.

Thb HovroiTB^BiA P and it HiRDAY NATH KUNZRU (United ▼inoes Morti iem : Non-Muhammadan): Sk, Govemawnt tbeoMetmi do o o i tn a t it  as confidential. They have no ohjeotion to its oontralsIm ng d iv u ]|^  
Iwm.

Thx Honoubabls thb PBB81DSNT : It has not been in so num^ words that Govm im m t will permit its discussion.
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T h b  H okoitrablb P a k d it  HIRDAY NATH KUNZBU : The Hoi 
able the Law Member said that he hsis no objeotiou to its being discussed.

THBHoKOuaABUEMB.HOSSAlNIMAM: Will the HonouAble the U w 
Mmber kindly make the position clear ?

T hb HoKOimABijB Sie NRIPENDRA SIRCAR: As a matter of fact 
this was referred to in the other place and Qovemment have no objection 
whatsoever to any Member referring to any part of that book if the Chair 
permits it.

Thb Honourable the PRESIDENT: Then the position is perfectly 
dear and the Honourable Member can refer to it.

T he H onoukable  Mb . HOSSAIN IMAM : In this report you find on 
page 41 onwards the examination of Mr. Jones by Sir Phirose Shethna» and 
you find that he has pulverised thoroughly all these arguments about u^air 
competition by fcmignero. Reduced to its elements when boiled down, it 
comes to this, that the foreigners were ofifering higher commissions to the 
agents and that they were in some ways taking business from the Indian 
insurers for thmnselves. I would particularly refer to the case of the Crown 
Insurance was much agitating the public. At the time when the Crown
first came to India they were advertising what is teohnieally called the ex
tended insurance provisions: which means that if you stop payment after 
a eertain number c3f 3̂ ears your policy continues in fwce for the full amount if 
you die within that period, but that if you die after the period is over you 
get a very small return for the money that you have invested. Thk was 
proved to be actuarially sound and a direct question was put to Mr. Jones, 
who is himself an actuary and in charge of the Oriental, to say whether it 
was unfair or uneconomic competition. Then, Sir, reference was made to 
the high commissions which the Sun Life of Canada was paying to its can* 
vassers. There too Sir Phiroze Sethna showed thcu'oughly that there is na 
doubt that though for the second and third years the Sun Life were paying 
a higher commission than the ordinary Indian rates, if you took it for six 
years you found that they did not pay more : and another thing was that th  ̂
San Life was paying only for seven years and they did not continue to pay 
rMewal commissions after that. AU these things are in black and white, 
a n d  thi4 bogey of unfair competition from f o r e i m e r s  has been thoroughly e x 
posed. H e r e  a g a i n  I should like to enter an emphatic protest against t h e  poUoy 
of indiscriminate protection which is advocated in India. Protection has 
become a thing under which every capitalist who wants to exploit India comes 
up and asks the Government and the patriots a( India to eome forwsfd and 
help him. The substitution of a  brown capitalist for a white one is n o t  in the 
interests of the masses. Rather it is the other way round. It is much more 
difficult t o  dislodge a  brown capitaUst thm i t  is to oast a wbite c a p i t a l i s t .  
Y o n  c a n  bc^cott t h e  white capitalist a l t o g e t h e r ,  but i f  yon d o  t h e  s a n ^  t l i i m ^



with the Indian capitalist, you will have an array of potrioto fighting fof him 
because they are his dupes and they are made to tolieve in things which do not 
exist. 1 can cite instance after instance where the expansion of ptoteetion 
in India has been done direotly at the cost of the poor agricultunsts. Tbfi 
agriculturists are suffering because protection has been given. I do not cppttto 
protection, but I do say, go slow, and have some discrimination, aira 
at all sides before you give protection. If we give protection indisorimiittitel̂  
it means that we are cuttii^ onr nose to spite our ftuce-̂ —

T s k  HoNomtABl  ̂ THB PRESIDENT: I am afraid you are mixing up 
two matters: the right of discriminate protection in this countiy and the 
right of foreigners to come and start industries in tiiis countay.

Tbb HoirorBABU! Mb. ROSSAIN IMAM: Foreign Insurers do not 
come and start companies here: they only establish branches here. If
they were to come here and float a company under the Indian CompanieB 
Act, then they would come under the category which you have clasm  as 
Indian. There are at the present moment any numbw of cases in whidi' 
this thing is hapjMning. We have the case of the match indus^ «itieh is 
primarily controlled by foreign capital, and yet we are mtitectitig that in- 
dustiy. (An Honourable Member: “  Sugar, textiles and steel I’O Not in 
sugar and textiles; tliere the predominant interest is Indian. As I say, I  
do not oppose protection, but I only cite examples how these thinm are done. 
My point was that to ask for protection in insurance in the first place has no 
legs to stand on ; and in the second place it is to the disadvantc^e of the geneml 
public and the policy holders. Therefore, I am not in favour of p rofitin g  
the foreigners frooi coming into India. Mter all is said and done, the maiket 
is not controlled now-a-days so much by internal elements as by the world 
supply and the world demand and world prices. It is only when you reach 
that stage of Htagnation that you are over-producing at a higher cost than the 
world prices, as happened in the case of sugar, that you can have any interns  ̂
price which has no relationship to the world prices coupled with the flscal 
impediment. The condition in India is that there has been an inordinate 
expansion, an uneconomic expansion of insurance business : as usually happens, 
as we saw lately in the case of sugar, when there is fresh ground opened, all 
people come in and they do not consider whether there is enough market 
for the production: they all crowd together like sheep and start doing the 
same thing. Honourable Members will be surprised to learn that up to 1936 
there were only 51 life companies, while at the time this committee sat there 
were no less than 103 companies, which means that in the small space of eight 
3rears, the number had multiplied b  ̂ three—it was more than three times 
what it was before. Thwe is no doubt that seeing such internal expansion 
the fweign insurers also came in------

Thk H on ou b ab lb  th e  p r e sid e n t  : How many insurance companies 
are in England at present, do you know ?

T he  H omoubablb  Sib  PHIROZE SETHNA : I could not tell you the 
precise number. Sir.

T h b  H onoubablk  Mb. HOSSAIN IMAM: But I do not know ttot 
there are as many as in India. I am giving a picture of the condition existi^ 
at the time when the Honourable the Law Member thought of bringing forwara 
this legislation. The foot of this expansion was the real reason why this
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(Mir. Hoiflihi Imaiii.]

measure was brought forwaxd, because it was easentialiy a part of Govern
ment’s duty to safeguard the interests of the public in the hands of trastees. 
Tho first step was to ask our old friend  ̂Mr. Susii Sen, to prepare a report on 
insurance legislation. Mr. Susil Sen’s r^ort is an adminble document and 
he has lived up to the reputation which he made for himself in the case of 
the Indian Companies Act. But being a human being he had one lapse : he 
weakly yielded by giving to the insurance companios the same tenure of 
office for managing agents as is given in the case of the Indian Companies 
Act. That was his solitary lapse. But there the Honourable the Law Member 
came forward and like the brave man that he is, he did not nuike a fetish of 
his former support of the managing agents, and in a legal way distinguished 
between the two cases. He stated that the case of the industrial managing 
.agent was altogether dififewnt from that of the managing agents in the in
surance business, and he rightly came to the conclusion that they should not 
be allowed a longer tenure of office. This pa^icular item has changed more 
often and more id ea lly  in the four ‘stages of the Bill than any other measure 
—Mr. Sen recommended 20 years, the original Bill recommended three years 
without any restriction, the Select Committee recommended ten years with 
restrictions, and finaUy the Assembly made it three years with restrictions. 
We hope. Sir, when this Bill goes from this House it will be further improved 
and the Honourable the Law Member will accept the same principle which 
he had ennunciated in the case of banking companies under the Indian Com
panies Act, and reduce the period to two years.

I now come to the Report. The second stage was the Report of the Com
mittee to which I have already referred. At page 2 of that Report, the 
Honourable the Law Member, as the Chairman of that Committee, referred 
to the evidences in these terms:

** I  th in k  i t  wiU b e  u s e fo l t o  ex a m in e  w itn e u e s  o n  two m e t t e n ,  firstly , o n  the m a tte r  
•of * d a m p in g  * an d  * u n fa ir  o o m p e t it io n  * b y  th e  fo re ig n  oom paniea , an d  s e co n d ly , o n  th e  
m a t t e n  o f  ohangea in  inauranoe la w , neoeaaary from  th e  p o in t  o f  v iew  o f  p o l io y -h o ld e n  **.

£o be had in mind the idea to examine two kinds of witnesses before the 
Oommittee, but through an oversight perhaps no witnesses appeared before 
that Committee to saf^uard the interests of the policy-holders. Only two 
witnesses, Mr. Jones and Mr. DuJOT, were examined by that Committee. Our 
point is that if you have the evidence of only insurance experts,—and the 
personnel of the Committee also consisted mainly of insurance people,—how 
<)an you safeguard the interests of the policy-holders ? Their case wa« lost 
by default, and even in the Select Committee in the other place no witness 
was summoned to give evidence on behalf of the policy-holders. On the one 
hand, there was an army of insurance people who came in and showered volumes 
X)f papers on the heads of the Members of the Assembly coupled with lobb3ring 
of a kind which had not been known or seen in recent years. The whole of 
Simla was fuU of insurance people, but nobody represent^ the interests of the 
jK)licy-holders to the Assembly Members. Even the memoranda and other 
papers submitted before the l^lect Committee, very few, if any, represented 
the interests of the policy-holders ; because the policy-holders had no associa
tion of their own, nor had they enough money behind them as the insurance 
legislation people had. The insurance legislation people could publish volumes 
of papers and they could do everything possible to advance their own cause, 
but tte poUcy-hoMers, who are the main source of supply of fimds to the in- 
jmranee companies, had no organization of tibeir own to represent Uieir pdn
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o f  view, and therefore, Sir, this Bill, thcm^ it ha8 done a deal to safe
guard the interests of the policy-holders, d ^  not go fetr enough in that direc-

INSURANOI BILL. 686

Now, Sir, here I< should like to madce a confBssion. I have neither rend 
the whole Bill nor am I interested in general insurance. My interest lies in 
JifiB insurance, and whenever I shall refer to insurance in ike course of my 
observations, my remarks wooH apply only to life insurance, with a view to 
iaa£̂ guard the interests lof the policy-holders, because, I feel that the objective 
of all life insurance legislation should be this and this alone. Insurers, Sir, 
are long term trustees who play with other people’s money and who owe a 
great responsibility to the public, because the policy-holders have no control 
over the management, and peoĵ  ̂ who get the control have no stake in the 
business itself. Take the case of banking and insurance which are more or 
less aJlied to each other. The banker is a short term trustee, and though his 
capital may appear to be very small compared to the deposits, yet those who 
are conversant with banking will understand that all that glitters is not gold, 
because a part of the deposit of the public held by the bank is what is called 
snowballing. The money is lent out by the bank itself, and then it is shown 
in the liabilities as deposit; first an asset is created and a liability is then made. 
Let us look at the two biggest examples of banking and insurance companies 
in India. Look at the Imperial Bank. Th©y have got 11 crores of the share
holders’ contribution against 82 of the depositors’ , and that includes those 
created assets. Look at the Oriental,—they have 16 crores against 6 lakhs, 
and that 6 lakhs includes bonus shares. This is the condition of insurance in 
India. Is it, therefore, unreasona.ble to ask that the insurance law should be 
made more strict than at present ? Sir, we have got tiiree kinds of insurance 
legislation,— f̂irstly, we have the British model where we have the niii.Tininm 
of publicity and minimum of control. Then you have the Canadian and othei 
North American models where you have a great deal of control and the publi
city part is not so much in the forefront, and then there are other models 
which have made a compromise between the two and have adopted a principle 
in which a part of this and a part of the other is followed. If you will study 
the reason for this difference in the insunmce legislations of the world, you 
will come to the^conclusion that they being sovereign countries, their laws 
reflect the habits, sentiments and the problems of the nationals of those coim- 
tries. A study of the laws of a country reveal what are the social conditions, 
what are the problems and what is the outlook of the people of that country. 
In England the public s essentially conservative, and comparing their business 
morality with that of others, it will be seen that the business morality of 
Englishmen is better than that of other people, and therefore England does 
not feel the necessity of having stringent insurance legislation ; while the con
ditions in America and other countries are different. There you have a wide
awake people, in big towns engaged in commerce and industries, side by side 
there are also credulous people in the countryside,—and their business morality 
is to get rich quick and to amass as much money as possible and by all means 
possible. Therefore, they have passed a legislation which suits them best. 
We in this country have conditions very much akin to those in America. Our 
point is that there should be a greater amount of Government control than 
exist43 at present. There are three methods of eidUeving this. First and fore
most, we should redwoe the expenses of the insurers \ secondly, we shauJd give 
nieqmte control to the policy-holders in the management; and, thirdly, we should 
^ive a share of the profits statutorily to the policy-holders. These ase the three 
cardinal principles by which I wish to judge Ae insurance legidation M ore
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UB. This Bill iB a very comprehensive BiU» and, as I said before, an admir
able Bill, yet a little incomplete. But the important matters of vital principle, 
if I may copy the words of the Honourable ^ e  Law Member, are abrat seven 
car eight. Firsily, there is rcgistratton to which no one hM any objection. 
There is total agr^mmt that there should be registrmtion. SM>ndly, thevD 
is the wortung capital. This is an innovation and an advaaoe on the existing 
law in this respect, and this also is not objected to. Bo, this can also stand. 
The third important matter is about dq>ottts. Here there has been a ohatigs 
ftom the existing law and there is diSerenee of opinion even among ourselves 
whethw the {Mrovision is too lenient or too stringent. Hiefe are two schools 
of thoq^t in this matter, boioe would want more concesdons white otheie 
want ttot Bome of the concessians made in Assembly should be taken away. 
I will deal with the matter when we are dealing with ammdments. I need not 
waete the time of the House now in going into details. Fourthly, we come t6 
the mass of returns and accounts, and the actuarial investigation, and as it is 
an existing power it does not oall for much comment. We are satisfied that 
ir connection with returns and accounts, the Honourable the Law Ifembtf 
has taken a step in the fight direction and increased the number of retums 
which the insurance people will have to give to Government. The fifth step 
in this Bill is the appointment of a Superintendent of Insurance. That too 
is an essential part of the modem trend of events. There is no longer lomar 
faire in the world, and things are being controlled and protected by Qovem- 
ment. When Government help ih available to the capitaMsts it is oidy natural 
that there should be a desire on the part of the public th at their reî resentative 
in the form of the executive should exercise some control over these concerns ; 
and as such, the appointment of a Superintendent is a welcome move. But 
there is gome fear that €U)vemment have restricted their choice in the appoint
ment of a Superintendent to actuaries alone. Though his full functions have 
not been described in the Bill, his powa>> are given, and we find that the powers 
which the Superintendent has to exercise are more in the nature of executive 
and administmtive powers than those of an actuarial officer. It might be 
urged that the appointment of an Actuary as the Superintendent of Insurance 
would give us some savings in expense. But, that, Sir, iB a wrong belief. 
The number of insurance companies, general as well as life,%rould be so many 
that it will be impossible for the Superintendent of Insurance to look at their 
office, to go through the papers and attend to ho many other things. It will 
be essential for Government to appoint, not one, but most probably two or 
three actuaries or accountants. At the present moment, with the restricted 
retums, the Actuary of the Government India has enough work. But, in 
the future, when the number of these returns will be increased, there will be 
too much work for one man to deal with, and we would^urge Government not 
to fetter their own discretion. We do not bar the appointment of the Actuary ; 
but we say, “ Don’t make it a statutory obligation of the Government 
€k)vemment will have the liberty, even without a statutory obligation, to 
appoint an Actuary as the Superintendent of Insurance. May I say one word 
on which we want to have an af̂ surance from Government 'i The present 
tr^id of the Government of India has been to import experts firom England. 
We have some sad experience of thiî . We have heard at the end of the last 
Simla session of the methods and ways in which people are shuffled in, so 
much so that a man is offered five times his last salary as an inducement to 
come to India. If we are to do that sort oi thing, we wiH have to pay our 
Govemprs and oth^ pe< l̂e from England— people like Judges of the High 
Court— tdrrible a m o u ^ . We have a Chief Juirt̂ ice who was eftrning in hts
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^wn country, say, Rs. 6, 0 0 0 .  We will have to pay him Ite. 9 0 , 0 0 0  a month 
if that principle of the finance Member is to be adopted. I do not wish to 
«ay anything on the appointment, Sir, but like prudent men, we bare to guard 
ounielves against 8ucb action. We want an aseurance from the Government 
that the HwperinUnimX of Insurance will ordinarily be an Indian  ̂and if for any 
reason they wish to apwint a European, it shoidd be for a very short time only 
and not for a long perioa. The Superintoudent of Insurance is the man who has 
80 many powers that we wish our own man to be there. We do not want that 
others should come in and serve other‘masters 6,000 miles away and get the 
pay from us.

Now, I come to the sixth matter— the investment portion— of the Bill 
There is a general concensus of opinion that increase and fixation of quota for 
investment in trustee securities and Government securities is a step in the right 
direction. But we must not forget another essential fact, namely, that in* 
vestment must be remunerative and that it should give a high rate erf interest 
in order to maintain the present basis of the life insurance tables. All the 
tables and contracts that liave been entered into ho far have been entered into 
on the asautnption that a certain return will be made from the investment of 
the life insurance fund. Now, if by any action of the Legislature we make it 
impo8»ible for the life insurance fund to earn the same return, the result will 
be that though the p< îcy-holder» may anffer, they will not get that quantity 
of bonuses to which they were looking forward, and it wiU fail in one of its 
objects of giving the highest possible advantage to the policy-holder, which 
w a cardinal principle of life insurance legislation. So, we have to weigh the 

- two things in the balance. One is the security which is offered by the Govern
ment and trustee securities and the other is the return which cannot be had  ̂
unless there is some vontiir?. In this connection I wish to support the demand 
 ̂which was urged by Sir Phiroze Sethna that-when the foreign insurers are 
asked to invest in trustee securities all their assets they must get some relief 
for the buildings and other assets which they may possess in England. It 
will be a wrong policy to ask them to sell off aU their buildings and invest that 
money in trustee securities. (An Honourable Member: ‘ ‘ That is a very
snmll amount over and above their other assets ” .) Well, Sir, you do not want 
them to increase their assets above their liabilities. Your claim is that the 
foreign insurers do not keep within the geographical boundaries of British 
India enough resources to pay the policy-holders. That was the complaint, 
and in such a case if a company were to close down and go away tomorrow 
we would have no hold on them. (An Honourable Member: No liquid
aBsetfl ? ” ) Liquid assets ! You eannot make a fetish of liquid awets. The 
Reserve Bank has made that a fetish and they are making a return of one- 
third or one-fourth of what the Currency Department was making before. It 
‘Can be carried too far, and that is exactly the thing which wiD happen if we 
make a fetish of liquid assets in this case and of stability of assets. Have 
funds in India but do not restrict the field of investment.

Now, Sir, I oome to the seventh point. The Government pr6pose to 
^belibh the managii^ agents after three yeiars. That is a first class step in the 
light direotiom and a wetoonie step and otie for which credit is due to the 
Iiotioiir»1)le the Law Member. In the othet Rous  ̂ it was suî rising to find 
ttet tilie efaamjNons of the peofSile were ranged oh the managing agent’s side, 
l  dieal wit  ̂that in sbme detinH #hen I aM dMlihg with my a t̂enditientd 

idito issue. It W«̂  iiather a paihftil thillg to see in the w^y in
which the interest* of n«aiHigi% Agliiitli Wtts being adV6(Jat©d by tB6
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who should have least done so. But I may draw the attention of the Honour- 
aMe Law Member to the faot that a chain ia as strong as its weakest link. If 
you prohibit mani^ing agents and allow other loopholes to exist you will be 
really helping the unscrupulous to rob the public ; and there are any number

loopholes in the present Act which allow ]>eople of vision to evade the law.
I use the word '* evade ”  because evasion always presupposes a legal way of 
dcang things. And this form of legal offence is all the worse because you can* 
not go to a criminal court and get the evader punished. You have no relief. 
My complaint is that there are loophdes left wide open for people who want 
to evade this law to do so wilh impunity. I have not so far referred to any 
amendment of mine of which I have ipven notice. I have simply discussed 
the general princifdes of the Bill. But in this connection I shotild like to refer 
to one solitary amendment of mine in which I am indebted to others for my 
ideas. I want that there should be a prohibition against the members of a 
firm of managing agoate, managing direkors and managers and others, taking 
up jobs under ^fferant names at a remunoration of more than Rs. 2,000 »  
month. I am told tiiete are many ways in which they can do this. For 
instance, three partners working as managing agents divide posts among 
themerives. One becomes the secretary, one the manager and one the manag
ing director, and they get all the moneys between them, it may be R». 1,60,000, 
as they used to do formerly. And this can be done within the period of exist
ence of the managing agency. Th^ can make the appointments and then 
reogn. So th ^  can evade the law easily enough. And this is only one way 
of which I have thought. I do not know how many ways they will think out 
beoause they are experts in this kind of game of evasion. '

• Now, Sir, I come to the most contentious part of the Bill, that is, com
mission and rebates. The Honourable the Law Member in his opening speech ̂  
referred to the difficulty of defining a chief agent, and he also pointed out that 
by allowing chief agents to exist fa« was reaQy helping the younger companies, 
becfuise the old established companies can easily enough start a branch office 
and therefore any law we pass in regard to cUef agents will aifect only the 
younger companies. Admitting that it is difficult to draft a definition, I have 
more trust in the Honourable the Law Member and his legal acumen than he 
seems to have himseK. It is not beyond his powers to find a method of des
cribing this office, if not in so many words then in some more comprehensive 
manner. If any hardship is likely to result in particular cases he might pro
vide that the Superintendent of Insuranca or the Gkivemment may make some 
ooncession. Otherwise there are two ways in which the younger companies 
would be suffering if no provision is made for lim iting the commiaaion of the 
chief agents. Firstly, as far as I know, the contracts of the chief agents are 
for a period of years. They are not renewable yearly, because chief agents 
want to have security of service. Otherwiee after wwking in a place for a 
year and establishing an insurM*, they might be given notice and they wilt be 
nowhere. So they secure themselves by obtaining long-term contracts. Now, 
what happens ? All the efforts which the Legislature has made to reduce the 
commission of the field workers and thereby reduce the expenses of the insurer 
do not reach the insurer beoause the contracts are between the insurer and the 
chief agent. The field worker does not appear in the picture at all. In the 
younger companies you do not have the same rule aa you have, for instance, 
in the Oriental. The Oriental has its own braoicheB doing moat ^  its btisiaeas. 
But it is possible for the younger companies to combine and esiiabliah braaobes 
where the manager will be common Mid the clerks m i^t he diiGBCent 
iat diffmnnt oompaaies. It ia quite possible that they can find imya ftikd
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means of doing away with the managing agents, but tbe trouble is that they 
cannot do away with the chief agents. The chiet* agents are the people in
terested in or connected with the managing agentp. So it is a genial loot. 
Some Honourable Member asked me why so many insurance companies were 
established. They are established becauee there was a prospect of getting easy 
money without any difficulty. It was one of the easiest me^odp open to any 
enterprising person of earning money. If you had not too much money to 
invest, about Rs. 18,000 sufficed to meet the initial deposit of Rs. 25,000 face 
value required to start an insurance business. And t^ n  you could sit down 
quietly, start business and earn Rs. 2,000 to 3,000 a mon^. There are con
tracts in which the managing agents are provid^ with Rs. 500 for office allow* 
ance, Rs. 500 for superintending allowance and 10 per cent, on the first year’s 
premium and 2̂  per cent, on renewal premiums. What happens ? The 
policy-holdcrs may go to the dogs, shareholders may rot, but the managing 
agents roll in wealth. That is why so many companies have been stari^. 
It is portrayed also in the fact that the business has not increased pro rata with 
the increase in the number of insurers. If ypu have a business of Rs. 100 and 
two people work there, each one gets Rs. 50. If you increase that number to 
ten and your business increases only to Rs. 200, everyone of them gets Rs. 20̂  
only, lliat is what happens in the case of life insurance.

Now, Sir, I was saying that the chief agents are the chief weakness of 
Bill, because not only they can prevent the ^vanta^es of this legislation com
ing down to the insurers, but it leaves open a way by which managing agents 
who w ill be out of employmerU in three yearŝ  time can find good and remunerative 
employment, because it is open to the managing agent before he retires to appoint 
a chief agent for a period of 20 years. There is nothing in the law to prevent 
him from doing that. If the Legislature does not make any restriction on 
chief agent’s commission, the managiiig agent can provide that the chief agent 
will receive a greater amoimt of commission than hitherto. A man need not 
1)6 a resident in Bengal to be the chief agent of Bengal. I know of cases in 
Bombay where the chief agent and the insurer are accommodated at a distance 
of less than half a furlong. You do not require a chief agent at such 
close quarters, but when you have to pay commissions, how can you 
except by appointing chief agents ? There are innumerable ways in which 
this has been and can be done if they exercise judicious care.

Now, Sir, we are grateful to the insurance people for having given us so 
much material. They have given us blue books, red books, yeUow books, 
white books and goodness only knows how many books ; but we should be 
careful not to take as Oospel truth whatever is writtm there. We should try 
and understand that after all they are human beings, and to them their per
sonal interests, as is the case with all of us, come §rst; they are not a body 
of philanthropists who are out for doing good to the public alone. They 
would do good to the public incidentally, if it benefits them first and foremost. 
Now, Sir, the provision that there should l>e no rebate to the people who want 
insurance ia a good one and we are grateful to the Honourable the Law Member 
for having stated in his first speech that he will amend the BUI to make it 
impossible for chief agents to give rebates. That again, I would like to remind, 
would go to enrich the chief agent and make his position more impregnable 
than it is at the present moment. You are not trying to reduce expenses. 
You trust that the insurer will himself place restrictions on the chief agent, 
but. Sir, you are foi^etting the whole history of the expansion of insurance 
business in India. The insurance business has expand^ because there ^  
a lot of people who are anxious to enrich themselves. It is not a disparaging 
remark. Pmhit me to say that some of them are vwy honourable people. I

nrgUBAHOB BILL. 681^



[Mr, HoHwain Imam.} ,
have before me the report of the Government Actuary which shdws that thê re 
is at least one company which has a business of about Rs. 4 lakhs and a deficit 
bahinoe of Rs. 2 lakhs in its life fiind. Cases of this kind are there in abun- 
l̂anoe. You have to pass legislation not on exceptions but on the general 

rale and the general condition in the insurance world is anything but fair. 
Barring a feut ^xceptitms among tuw cotnpanus vnost of these are. mushroom com
panies which have no right to existy which in no country wiU be aliotoed to exist, 
because their existence every day is a menace to the public; people are tempted 
to take out policies in companies which have no ^  fiind, which goes on in
creasing its liability without creating any assets. Would you allow it ? Look 
at this condition and provide for eventualities. If legislation is passed to stop 
wrong-doers, it will not touch the people who live honotirably, and therefore 
the stringency which I wish to impose in the insurance legislation would not 
hit those insuranc3e people who are really doing good business. C4ood busiriesH 
poresupposes that while it may curich the people who do this btisiness, it should 
as well benefit the general public*. Bad husmess only benefits the burfness 
man and does nothi^ for those who give the money. I do not say that all 
are like this, but I have reason to believe that a majority, if not a vast majority, 
axe not fit to oontinue in existence, and with this end in view I have given 
dbtiee of some amendments, aithough 1 am not going to deal with thorn m»w.

In the ei|d, I should like to draw the attention of the Honourable Member 
to a snudl matter, that part of the Bill which deals with provident insurance 
societies. There are some railway employees who are Government «ervaiit<̂  
and they have got a society of their own, and if it will be possible to make an 
exception in their ease, it might not go amiss because you would l>e helping a 
i»)ecial class of people. 1 would draw your attention to their ca.se, becaitse it 
ooes not involve any big change of principle. It means only exceptions in 
one or two oases. Our point is that you might permit the Local Governments 
to exempt from certain provisions of this Bill those provident Hocieties whone 
dieaatde oonaist« of Government servants alone or the labouring classes alone. 
Because you have given provincial autonomy, it is only fit that in the case of 
providmt societies Provincial Governments should have a right to exempt 
those who do not compete in the general insurance field.

Tra HoKOiTRABliB SlB NRIPEWDRA SIRCAR : We have given notiĉ e 
o f an amendment on those lines.

T n  Hovourablb Ms . H088A1N IMAM : Thank you very nuioh, fik.
In conclusion 1 should like once amin to thank the Honourable Member 

f o r  his great effort, but I have to coupb it with the request that he should be 
m m  oonsiderate to this House than he has been so far.

Trb H o n o u b a b u b  t h x  PRESIDENT : I propose to adjourn the House 
aA this stage, hot before I do so I wish to bring to the notice of Honourable 
Membecs that under Standing Order 45 they are required to send notice of 
sewaAwnto ai least two clew days before the eonsideratian stage of a Bill. 
As this is a V e r y  oomplicaled and important Bill» I have permitted the reoeiviug 
<d amendments till today and I therefore ask Honourable Memberŝ  particularly 
aa I am desirous dl eonsklmng the second stsfe of the Bill next Friday, to 
phi Ml send iibar amendments before 6 p.m. today* This is vary necessary 
Imawse the office also has to make a eonaoUdated statement of all amendments 
# f a i e l i  have nearly reached 4 0 0  by this tim^aod it will he difficult for Honourable
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M em l^ rB  to  co n sid er th e se  a m e n d m e n ts  w h e n  th e  p ro per t ia ie  co m e s u titil t h e y  
h o ld  in  th e ir  h a n d s a  co n so lid a te d  s ta te m e n t.

The Council will now adjourn till 2-15

T h e  H o n o d ^ b i ^  R a i  B a h a d t t b  L a u l  RAM SARAN DAS: Sir, It  
w o u ld  b e c o n v e n ie n t i f  tim e  is a llo w e d  t ill  to m o rro w  m o rn in g  t ill  1 1  a.m .

T h b  H o n o i t i u b l b  t h e  p r e s i d e n t  : Y e s ,  t ill  to m o rro w  m o rn in g, a t
11 A.M.

The Oonnoil then adjourned for Lunoli till a Qiiart<'r Past Two of the 
Clock.

mSITBAKCS ftlLL. M l

The (/ounoil re-assembled after Lunch at a Quarter Past Two of the Clock, 
the Honoumble the President in the Chair.

T h e  H o n o r a b l e  Mr. P. N. SAPRU (UnitcKl Provinces Southern: Non- 
Muhamnuidan) : Mr. President, the Law Member distinguished liimself by 
putting on the Statute-book an amended Indian Companies Act. He has 
further enhanced the repntatiori which he richly to joys as a g ^ t  commercial 
lawyer and a statesman who is prepafted to attack vested interests where neces
sary by the Insurance BiO which hasp^s^ the other House and which ha.s 
come to us now for consideration. We ho|)e, Sir, that he will complete tfie 
picture by placing on th6 Statute-book a fresh and consolidated Banking Act 
also. Sir, in the arduous task of adapting insurance legislation to modem 
conditions he has been ably assisted by Mr. Susil Sen whom we are sorry to 
misfl today. Mr. Susil Sen’s absence has added to the labours of our respected 
Law Member who is not in a particularly good state of health just now. The 
strain on him, Sir, has been very heavy and we have no desire to add to his 
strain, even though I understand, Sir, we have sent in 400 amendments and 
one of our Members is responsible for about 164. Sir, there may be diflFerences 
of opinion as regards certain detailed provisions of the Bill but there is, I 
venture to think, no difference of opinion as regards the main principle and the 
necessity of the Bill. It is common ground among us all that the present 
insurance law is grossly inadequate and that it needs to be tightened and streng
thened and stiffened in several directions. Prior to 1912, we had no legislation 
exclusively applicable to insurance companies, which were until that time 
governed by the provisions of the Indian Companies Act. It was in 1912 
that the Indian Ufe Assurance Companies Act was passed and it is that Act 
which with certain amendments which were effected in 1928 governs the law 
today. Sir, conditions in 1912 were very different from what they are today. 
Most of the business in 1912 was in the hands of foreign companies. I believe 
that in 1912 there were only about 14 companies incorporated in British India 
the majority of which were doing only the business of life insurance and that 
too, Sir, more or less in a small way. Between 1912 and 1918 we had an 
addition of four Indian insurance companies. Between 1918 and 1924 we had 
a further addition of five Indian life assurance companies. It is from 1926 
that the number of Indian life assurance companies has considerably increas
ed. There has indeed been, Sir, a phenomenal increase in the number of 
inmirance companies since 1926. At the end of 1926 the number of life assur
ance companies—I am speaking of Indian life assurance companies— ŵas 51. 
Tbey had a combined insojrance pr^ium income of nearly Rs. 253 lakhs. In 
1S34 the number of Indira companies had risen to 194 and out of these 194, 
IH  were doing iiiswiiiee budioass with a oosabiaed premium income of over
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Rb. 600 lakhs. Progress in classes of business other than life has, however, 
not been substantial. Apart, Sir, from the Indian companies which are do
ing business, there are a numW of foreign companies, British and non-British, 
wUch are doing an enormous amount of business now’ in this country. There 
are at present over 341 companies, both Indian and foreign, operating in 
India. It will be seen, Sir, therefcm, that the conditions under which com
panies TTcre working in 1912 are materiall}’̂ di£Ferent from those which obtain 
now. People are getting insurance-minded and it is not only the richer and 
the upper middle classes who go in for insurance now but also ̂ e  lower middle 
classes and these middle clas^  have got to be protected against themselves. 
Our aims, Sir, should be to see that this insurance business permeates the 
entire structure of Indian society. We hope. Sir, to see in this country vast 
insurance developments. We hope, Sir, that we shall have, now that provin
cial popular governments are functioning in the provinces, schemes of social 
insurance for our working classes also, ^^e policy-holder of today is a person 
who has often invested h^ whole savings in the form of insurance pdicies and 
he is a person who needs protection. It is right therefore. Sir, apart from any 
academic questions o£ principle, that Government should tighten its control 
over the business in the interests of the vast majortty of pol^-hokiers. Sir,, 
in considering this Bill we have to look to the interests first of the polioy- 
holder and o^y secondly of the shareholders. The Bill is a very comprehen- 
3ive measure. It has to take into consideration the needs of a variety of 
interests. We have to think, as I said, of the policy-holder, we have to think of 
the shareholder, we have to think of Indian companies, young and old, and 
lastly we have also to think of the foreign companies which are doing business 
and in the fortunes of which many smaU Indian investors are interest. And 
we have to be fair to all these interests. The Bill, Sir, is a very comprehensive 
measure and the interests it sedts to reconcile are many and divergent. It is 
natural, therefore, that there should be some differences in regard to certain 
detailed provisions. But I venture to think that those of us who are not 
interested in big business can only apjuroach the questions raised by this BiU 
from the point of view of the policy-holder or the public at laige.

I need not dilate on the inadequacies of the present law. It is notoriously 
ineffective in checking the gro^iJi of financially weak companies, and so far 
as the Government are concerned, they have, under the existing law, little 
authority for regulating and controlling the development of insurance on lines 
beneficial to the community at large. If I want to float an insurance company  ̂
all that I have got to do is to deposit Government pajier of the face value of 
Rs. 25,000, appoint so-called agents all over the countiy, get a staff from whom 
I take large amounts of deposit for the doubtful privilege of serving me, and 
appeal to a credulous public in the name of patriotism to take policies in my 
swadeshi concern. Insurance business involves.in its verĵ  nature long term 
contracts, and unscrupulous directors, promoters and managing a g e^  can 
go on doing business for a long number of years without being discovered or 
caught. There is no doubt, therefore, that the existing provisions as to de
posits, annual audit, periodical valuation, etc., are definitely ineffective in 
dealing with fraudulent and speculative concerns. We must ensure that the 
business transacted by our insurance companies is healthy and the premiums 
collected applied for purposes which are proper.

Having said this, I would like to offer some observations on the different 
clauses of the Bill. I may say. Sir, that I do not propcm to go into the quM- 
tion whether the Bill foilaws the Canadian model or the Britiflii model. Tbe
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Bill w intended for Indian conditions, and it follows, if I may use that word, 
the Indian model. We have discovered our own model; it does not matter 
whether the principles of the Bill are in accordance with British principles or 
Canadian principles. All we have got to see i« whether the Bill, lowed at 
from the Indian point of view, is a good Bill or not. Coming to the clauses of 
the Bill, I will iirat take clause 3. Clause 3 lays down that all insurance com* 
mnies shall, before carrying on any business in British India, obtain from the 
Superintendent of Insurance a certificate of registration. It rightly exempts 
from this registration insurance business carried on by the Governments of the 
autonomous provinces. Sub-clause (3) of clause 3 gives power to the Superin
tendent of Insurance to withhold or cancel registration of a non-Indian com
pany if Indian companies are debarred by the law or practice of the country 
of that non-Indian company from operating in that country. I look upon 
that as a welcome provision to which no exception can be taken. I see in this 
clause no protection for Indian companies, and I am not going to raise any 
question of protection here. I am not an enthusiastic protectionist myself, 
and, speaking for myself, I would say that it is difficult for me to choose bet
ween white and brown capitalists. But I have not been able to see the ob
jection to the requirement that foreign companies should be required to make 
deposits just as Indian companies are required to make deposits. All that 
the Bill provides is that foreign companies shall receive the same treatment 
as that which is accorded by the country of those companies to us. I cannot- 
see, therefore, any force in the objection which was raised by our respected 
Leader Sir ^iroze Sethna. Why shoul'̂  our Canadian friends resent the 
clause as it stands ?

Thk H o n o u r a b lb  Sm PHIROZE SETHNA (Bombay: Non-Muham- 
mada n ): Sir, I do not object to deposits, but only in regard to investments.

T h e  H o n o u r a b le  M e. P. N. SAPRU: Why should they resent the 
doctrine, Do unto others as you would be done by them ” ?

T h e  H o n o u b a b le  Sm PHIROZE SETHNA : That is exactly what the 
Canadian companies want us to do.

T h e  H o n o u b a b le  Mr. P. N. SAPRU : I believe, Sir, that in Canada an 
Indian company is treats differently from a Canadian company.

T h e H o n o u r a b le  S ir  PHIROZE SETHNA : No, Sir, It is treated 
exactly in the same way as a British company.

The H o n o u r a b l e  Mr. P. N. SAPRU : British companies are treated 
differentlŷ  from Canadian companies. If that is so, why should there not be 
discrimination against Canada ? I do not ignore the feict that Canadian com
panies have done a lot of good here, but if there is discrimination in Canada 
against British companies, and if there is discrimination against Indian com
panies in Canada, why ^ould we not also discriminate against Canadian 
companies ? I have not been able to understand that point.

T h e H o n o u r a b le  S ir  PHIROZE SETHNA; It is discrimination in 
fav our of the British companies, not against them. If you ĉ irefuUy read the 
Canadian Act you will find it so.

T he H o n o u ra b le  M r. P. N. SAPRU : Of course, my Honourable 
friend Sir Phiroae Sethna ia a much grt ater authority on insurance thaA
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any of us hwe, biit I can only approach thî  question fmm the commbnienae 
point of view and I have not b^n able to appreciate those diflferenceB. W« 
are Hving in a world of nationalism and totaiitarianiam, and, situated as we 
are, it is not possible for ns t̂ o take onr stand on ideals and saorifiee our interests. 
What is wrcHig in insisting on the fact thAt foreign companies shonkl deposit 
securities just as otber ci>mi>anies do ? Therefore, I would say that the provi* 
sions of the BiU as they stand have raj'' flupport in regard to this matter.

Clause 6 of the BiU requires oertain dopoaits to be made by companies in 
respect of their various insnrance activities. As the clause stands, separate 
deposits will have to be made by inauranoe companies for the yajrious classes 
of their insurance business. On the question of deposits 1 may say that I am 
in general agreement with the ihu) that the BUI has taken. The qiuintum of 
deposit required is not one to whicli exception can be tal̂ on. I do not think 
that it can be urged with skoy faimess that sufficient jbime has uoi been given 
to the existing companies tp meet the requirements of thî  new Act, The 
BiU, as amencM by the other House, meets the reasonable objections of the 
young companies by extending the period to ten years. The starting figure 
of Rfi. 50,000 is not too high, nor is the rate of R̂ i. 15,000 per year unrea.son- 
able—I think they are reasonable figures.

Coming to the other parts of the Bill, I may sew that I am in general 
agreement with the main jirinciple of claa«ie 26 ()). The int4»re«ts of policy
holders require that a certain proportion of the reserve Kability shouW be 
held in (iovermnent and approved securitien. Tĥ r̂e is no diflference of opinion 
as regards the princijje of that elaiise. Tljie only question that has Ijeen 
raised is about percentage. The question, therefore, that has got to be con
sidered is whether this 55 per cent, cannot safely be rethiced to 60 per cent. 
We realise that that 55 per cent, was the result of an agreement and we would 
not like to disturb an agreement which was arrived at when the BiH was in 
the other place. But according to the section ha it stands 25 per cent, of the 
security must be held in Government paper. The question that 1 would like 
to raise is this. Can we consistently with the interests of policy-holders re
duce it to 20 per cent.? The one objection to Government paper that I see 
18 that it is not sufEwiently paying. If securities are held on low interest 
it would not be possiUe for companies to declare larger bonuses for the poUcy- 
holdm and so I would say that if consistently \%ith safety we can reduce 
this figure from 25 to 20 per cent., we should do so. Life assurance com
panies have in addition to the securities that they hold such assets as interest 
accrued and not paid, out̂ standing premiums, agents' balances and then they 
have thek furniture, fittings and he^ office buikiings and branch office build- 

TiMrefove the snggmtion that tbe raqiureraent about Gov’emmeai 
—wtfity deposit maj be reduoed to 20 per cent, is worth oonnderation. 1 
WMtid soi p u t  the oMe hi^er than U i a t .  It i« worth consideration.

I oosne to tbe question of the limitation of chief agents’ conuniseioD. 
There is no jnvviaion in the Bill limiting the commisdon which a chief agent 
can get. Now, Sir, we on this aide of &e House were glad to hear that Sir 
Nfipendra Sircar proposes to move an amendment prohibiting rebates. As 
r^gwds ciiief agenta tiie podtion would seem to be thin. Hiere is diflloulty 
aooording to Nripendra SMrear in defining the dtief â jfent. I appreciate 
thoee difficulties. He is a rery very great lawyer and if he oaonot frame a 
aatisfiictory definition then surely ncnie of us can. I would say tliis, that 
1 «n  not prepued t» mrer empMshw this quastimi of MnitiB' ommiB* 

Tbotq  ̂ tkere ii no Ifanitatian oi osaunlsakm: tar chief ajjBlnt* a ’
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mum limit of oommiwion has been laid down for canva«ier« add Uo#08ed 
4kgentii« This will remove the incentive for paying bjg sums to chief agents* 
TodAy the podtion i§ this. T h ^  is competition among various oompAi)j0e 
Soot agento. It is for this reason that the commiBsion of agents is hjffl but 
n o w  that a maximum r a t e  has been fixed, this competition among agents w i D  
b e  eUminated. There is a mapmum limit beyona which a company cannot 
go a n d  therefore this competition will be eliminate. The result will be that 
dhief agents will not have to pay the high rates which they have to pay to 
their canvassers and agents to^y. In this way, indirectly, not directly,
1 look upon this as being in the nature of a safeguard. In this way the 
will have the effect of lu tin g  the commission paid to chief agents. There
fore while desiring that some way might be found for limiting the chief agents* 
commission, I am not prepared to stress that point too far but there is one 
suggestion that I would like to make in regard to chief agents. I would 
suggest that the number of chief agents that an insurer may appoint should 
be fixed in the statute. I would suggest a maximum number of 15 for the 
whole of India. If such a restriction is not imposed, the statutory provision 
for limiting the commission payable to licenced agents might be evaded by 
unlimited payments to chief agents. We have 11 Governors’ Provinces and 
a number of Indian States. Fifteen would seem to be an appropriate number 
—11 foor Oovemors’ Provinces and 4 for the Indian States. If the number 
15 is considered too little, I would suggest 20. I would suggest also that the 
question of fixing the maximum number of chief agents should receive con
sideration from this House and I hope that the Honourable the Law Member 
will give this question his consideration.

Sir, I would now come to clause 35, sub-clause (2). My view in regard 
to this is this. A commission of 45 per cent, for the first year’s premium 
strikes one as a rather high percentage for an ordinary life assurance agent. 
The maximum therefore for the first year should be 40 per cent, of the first 
year's premium. This, I believe, was the proposal in tiie Bill as originally 
introduced. British and foreign compaiues appear to be of the view that 
15 per cent, should be the maximum commission payable to insurance agents 
doing business other than life business. I believe Sir Phiroze Sethna supported 
this point of view. I w'ould therefore support the reduction of the maximum 
oonmiission payable to insurance agents to the figiu« of 15 per cent. Affcar 
all we have primarily to think of the interests of the policy-holders and not 
of the insurance agents and 15 per cent, would seem to be a reasonable limit 
for commissions payable to insurance agents.

I come now to the question of the managing a^ncy. I ^lieve this is 
fl home industry and I have never been a believer in it. What is the class of 
managing agents that we are getting today ? If a fellow cannot get employ
ment anywhere and if he has got some influential friends, then he goes about 
canvassing for himself as managing agent. He says, “ Will you come to 
my rescue and help roe to start an insurance company?” . He knows all the 
time that this insurance company is going to be a failure and that he is ill- 
fitted for the job of managing agent. I have some experience of this class of 
managing agents. They come to you and ask you to help them by becommg 
directors of these mushroom companies. There is no doubt that the system 
of managing agent has proved a failure so far as insurance business is con
cerned. Managing agents may be necessary in the case of the joint stocdL 
companies. Joint stock companies need finance and it was said at the tin» 
of the Companies Bill—we were not convinced 1  ̂ those argum^ts but tUs 
was the line taken by managing agents— t̂hat they had been useful in geUing 
finance for the concerns that they w«re running, but life insurance business
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standB on a difierent footing altogether. A insOrtooe tjompan;̂  is a finan* 
cial institution and why î honld it need finance ? I therefore strongly oppose 
this wretched managing agency system. I do not mind this interests tc^» 
exprojnriatian confiscation. 1 am glad that the Bill has boldly attacked 
this managing agency ^stem. I would have been happier if w© coukl have 
taken even a stronger line in regard to these managing agents. Sir̂  consider
ing all the relevant factors, I am pî pared to give my strong support the 
provisions of the Bill in regard to managing agency business. Then 1 would 
like to make a few observations in regard to the question of the licensing 6f 
agents. This licensing of agents is very necessary. The Superintandent 
ought to have some contnol over these agents, but I would say that th  ̂lioens- 
ing fee of one rupee proposed is iHdiculously low. I should have put the figure 
to at least Rs. 5. I think that that wks the original proposal. But if Rs. 5 
is considered to be too High, then I  would sugg^ Rs. 3 per year. Then I 
would also like to refer to the question of the representation of policy-holders. 
1 think clause 44 deals with the representation of the policy-holder. Weil, 
the principle that policy-holders should be represented on the directorate 
has been accepted by the Bill. I am glad to support this principle, but the 
proportion fixed sUikes me as being too low. I think the proportion should 
have been higher. I would have suggested at least 40 per cent, of the direc
tors, if not 50 ijer cent. The poUcy-holders are the people who are most, 
interested in the insurance company and their interests are in no way lets 
than those of the shareholders. Sir, there is just one little difficulty having 
regard to the wording of that clause, which says :

“  Where the insurer is a oompsny hieorporatod unikrr the Iiuiiui Oomponiss Act, 
191S, and oarriee on the husineie or life-insnranoe, not lest than one-fourth of tho whole 
aomber of tb^ direotori o f the company shall be persons having the presovibed qnali- 
^cations

Now what do these words prescribed qualifieationB ” mean ? Do they 
mean tiiat he must be a sliafehokler also ? Sir, I think that this diffioolty 
wiD be removed by the Honourable Sir Nripmdra Sircar. Then» Sfr, the 
question was raised aboat assignees and transferees of policy-hoklers; it ?ras 
said tiiat assignees and transferees of poltcy-hoklers should not be permitted 
to be directors. But 1 was unable to discover any valid argument in support 
of tiiis proposition. Assignees and transferees have also an interest in the 
txnnpany. If I assign my policy to a person, then the assignee becomes in
terested in the policy, and the assignee and the transferee become just as much 
^terested in ^ e  polioy us the original policy-holder himself. Therefore 
1 am not prepared to agree with the view that the clause should be modified 
or changed. Then I would like just to offer a few observations on the ques
tion of the Superintendent of Insurance. I think, Sir, it is a good thing that 
the Bill has provided for a Superintendent of Insurance. Insurance is going 
to play a very large part in our future economic and social life and it is right 
tliat there should be at the head of this insurance business a man of status, 
an administratcn* of exmrience. Well the point I want to raise is this. Is 
it necessary that the Superintendent of Insurance should be an actuary ? 
After all, t ^  work that this Superintendent will iiave to do is administrative, 
it will be of an executive character, and why Is it therefore considered neces- 
m ry to have a statutory provision that he must be an actuary ? It will be 
the Government which will make their appointment. If Government can 

-get an actuary, they will wpoint an actuary, but I say that in making the 
«ppointanent I hope the Govmiment will take into consideration Indian 
oktims. Sir, there has been muoh dissatisfaction with certain appointments

4ee oomKUL m  tm n . [16th Nov. 1987.



^hioh have been recently made at the Centre and I hope that the Superin- 
4;eiideot of Inaura^ wUl. be a person who can o<Mnmand the confidence of 
.the Indian cwunercial community and the Indian insurance companieci. 
An Indian can understand the mentality of Indians better and it is timrfore 
desirable that the first Superintendent of Insurance should be an Indian. 
I would therefore press for the deletion of the words ''w ho must be an 
actuary I have an amendment to that effect and I say what I have 
got to say when that amendu^nt ie taken up for discussion. Then there is 
just one other word which I would like to say and it is this, I do not find,in 
this Bill any provision for retaliation- We are not here for retaliation. If 
it were possible to retaliate against certain companies, for example, Japan 
and Italy—they are hateful countries for us—we should be glad, but we realize 
that retaliation in the more general sen^ is outside the scope of ,this BUI. 
What we are doing is that we are going to treat foreign insurance companies 
just in the way that they treat our insurance companies. Sir, the Bill is, 
if I may say so, an excellent Bill. No Bill can be absolutely perfect ; if we 
want to pick out loopholes, we can pick out loopholes, but, Sir, much care 
has been bestowed upon this Bill and it is the result of years of labour. We are 
indebted to Mr. Susil Sen for his very very able and comprehensive report; 
both he and the Honourable Sir Nripendra Sircar have done a great service 
by taking up this work of insurance I^islation.

With these words. Sir, I give this Bill my general and hearty support.

Thb Honoubablb Mb. O. S. MOTILAL (Bombay : Non*Muhammadan): 
Sir, I welcome this Bill in its broad aspects as a measure which is primarily 
designed to protect the interests of the policy-holders and, incidentally, it 
places insurance business on a sound footing. The commercial community 
has for many years been urging upon the Government the necessity for bring
ing in legislation on this subject. The Government have, however, put it <& 
on the plea that they were awaiting the enactment which the British Parlia
ment might adopt as a result of the Clauson Committee’s Report. No such 
legislation has been enacted in Great Britain, but what Parliament did was 
to insert certain clauses in the Government ci India Act which prevent this 
Legislature from making any discrimination, whether legitimate or illegiti
mate, against British companies. Well, Sir, this difficulty probably stood 
in the way of the Government of India, which has been overcome by this 
Act, and we have now this Bill before us. We are not fond of making dis
crimination for the sake of discrimination. It was only when it was called 
for and found necessary in the national interests that a measure of some dis- 
<nrimination might have been adopted. We have here friends like the Honour
able Mr. Sapni who would have, if any discriminatory measure had been 
brought in, stood up from thoir own point of view and would have saved this 
odium from the British Parliament. They would have got up and said : 

Well, this is not necessary and the discrimination proposed does no good 
to the country •*. But if it merely harms other countries, he would have 
pleaded with greater eflFect in this House. These provisions only shift the 
>odium of it to the British Parliament. Sir, the Bill is not, therefore, com
pletely satisfactory in my view. Nonetheless, I welcome this Bill. The 
gteai industry, labour and pains which the Law Member has taken and applied 
in evolving ^ is Bill have been responsible for its successful passage through 
the Asswm)ly. A matter of a complicated nature of this type requires very 
great care and ability. His versatile ability and talents he has b^towed in 
full on this measure. Although it may be embarrassing to the Honourable 
the Law Member, I could not refrain from referring to it. I was looking
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Sir, if I east n bird’s eye view on this Bill, I may be permitted to say 
that it is a fairly oomprdienrive Bill. It covers in the first part the insuranoe 
business saoh as we know it, the insoranoe bosiness paper, relating to life, 
fife, marine, ao<iident, and so on. Tlien, in some other pait of the Bill It 
deals with provident societies and in another part, again, it deals with mutual 
insoranoe societies. In this sense it is a comiffehensive Bill and it provides 
the madunery to regulate all classes of insnrance business. 80 far, anyone 
eould have carried on insurance business without sufficient resources. 
AMoogh large companies too were canying on this business, it was open to 
a person, even without registering himself, to transact such business. Now, 
it would not be open to transact insurance business unless the insurer regis
ters himself. Dien, there are other salutary provisions. First of all, an 
insurer is required to have a wwking capital of Rs. 50,000 and, secondly, he 
is required to deposit laige amounts wiw the prescribe authority. In the 
case of Ufe, it is Rs. 2 lakhs ; in the case of fire it is Rs, 1̂  lakha ; in the case 
of marine another lakh and a half: and in the case of general, accident and 
other things a sinter amount. If these various companies cany on and com
bine more than one type of business, then the deposits which they have to 
ma^e are scmiewhat reduced. But even tben they are sufficiently substantial 
deposits. Whether the companies are the existing companies or whether 
they are new companies, whe^er they are British companies or they are other 
fiveign companies, they have all got to comply with these requirements. 
It is a very salutary requirement; it is something which goes to secure thv 
interests of the pdicy-holders. Now it will not be open for anyone without 
having sufficient capital to start an ixisurance company, with a table and a 
telephone, and hoodwink the credulous public. It is not passible now £ar 
somebody to approach the public and say, “ There is an insurance company ” , 
and the name “  company ’ carries so much weight with some peo|de that 
he will say, “  Insure yourself and you will get the advantages ” . That posi
tion is changed by this Bill. Then, again, the companies are required to 
invest a portion of their funds in Government securities. As the Bill stands, 
55 per cent, of it is required to be invested in gUt-edged securities, 26 pw cent, 
in Government securities and 30 per cent, in approved securities, tJiat is, 
sMurities issued by the Corporations of Bombay, Madras and Calcutta and 
the Port Trust authmties. These provisions are healthy. The inmvsn 
have 45 per cent, left to them which they can invest in other assets. The 
Bill does not leave out the fcveign companies. If it bad left out foreign com
panies, it would have been open to them not to invest their assets in this 
country and we would not have had those assets in this country. Therefore, 
very ri^tly a provision has been inserted that companies other than Indian 
companies, and British companies which are to be deemed to be Indian oom-

Cnies, must invest all their life fund equal to their liability in respeot of 
dian business in Indian securities. On this question my Honourable friend 
Sir Phiroze Sethna said that this was rather hard upon (^nadian companies, 

but the Canadian law itself requires that so far as non-Canadian compainiM 
are concmied, they shall keep their assets, that is, t ^  life fund, in Gbnada 
itself.

T h >  U o n o v R A B i J E  S »  P H I R O Z E  S E T H l t r A ;  A b s o l u t e l y  i n c < n T e o t .
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The H o k o u b a b u  Me. O. S. MOTILAL : This is what I gather from the 
Canadian law and you oannot say it i s  inoorreot unless you show me the see- 
tion to the oonfcrary. Here is section 85 of the Canadian Act which says :

** Every company shall at all times invest in Canada and under its own control assnts 
o f a value at least equal to the amount of its total liabilities to the policy-holders in Canada 
and o f such assets an amount at least equal to two-thirds o f its said total liabilitiss in 
Canada shall consist o f investments in or loans upon the Canadian securities **.

The Honourable the Law Member will be able to deal with this question in 
greater detail and I am sure he will be able to convince Sir Phiroze Sethna 
what exactly the position is in this matter.

Then you have the provisions for the Superintendent of Insurance. He 
8-5 P.M. would exercise control over the accounts, scan them,

and examine them, and if they are not, in his view, 
correct, he is required to return them and ask the companies to correct them. 
He is authorised to call upon the companies to produce their books of accounts, 
make statements, and so on. He is given a certain amount of control over 
their business in so far as it relates to seeing that the accounts are what thoy 
should be. Of course he is subjected to court’s order. If a  court is satisfied 
that what he requires is not reasonable, then the court can oyer-rule his view.

Sir, we are all proud of our Bengal tiger, whether he roams in the forest 
or he roars on the floor of the Legislature. But, Sir, when he pounces upon 
what he calls big Bombay business, it was but natural that the two gallant 
Knights took up the cudgels on behalf of the interests which they thought 
they were there to represent in that House—at least that was their view— 
and they crossed swor^ with the Bengal tiger-----

T hb H onoubablb  Snt NRIPENDRA SIRCAR : A tiger has no sword.

T he H onoubablb  Mb. G. S. MOTILAL: The claws. Sir, of the tiger 
are as good as a sword ! The view which they put forward was this. I know 
some Members in the House who have spoken before me hold a contrary 
view. The representatives of business were entitled to put fOTward the view, 

Do not have in future managing agents if you like; but where in s<»ne 
cases the business was built up by the managing agents, deal reasonably with 
them It has been suggest^ that all that the managing agents had to do 
was to have an office and do nothing more. Sir, I am not prepared to accept 
that view. I know from my own experience that some of these maimging 
agents had to use their influence, and work hard, as if it was their own per
sonal concern. They do not always, because they are entitled under tieir 
agreements, come forward and say, We should get every pie of our commis
sion It is a view, which some people take, that if those companies had 
been left to managers drawing salaries, than they would have looked at the 
watch and said, “  It is 6 p .m . ; I will go home and then, the next morning, 
they will come to office only at 10-30 a .m ., and the business wixich has been 
built by them would not have been as prosperous as the magging agents 
have made it. In their case there was a contractual obligation which was 
attacked on the ground that it was an unconscionable contract. My answer 
is that if it was an unconscionable contract, it did not require any i»w  
provision of law. That contract could be dealt with under the law whioh 
deals with unconscionable contracts, and it would have ended.

Thb Hokoitbabui Sib DAVID DEVADOSS : H ow ! You must go to 
court.
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3 !^  'HmrainuBLB Mb̂  O. S. MOTOLAL : JEaaetly, b j the ooort.

Tb» fl<mou&4BUi Sib DAVID OBVAD088; Who is to bell the oat I

T h>  HoHom uBLB Ib t. O. 8 . MOTILAL; Legiaiation w u  not Uoking 
to with unoonaoionaMe oontraots. There m ay be other uQooBncionable 
oontraots and there is the law to deal with thorn. This is a complete answer 

ito the M gucM nt that it is an unooasoionabte ooatcaQt. Any way, 1 am  not 
•dToeatu^ that fcheae managing agenciM  should be allowed in t ^  insoianoe 
business in the future or that whim new oom^nieS;are staited, ibsy most 
be permitted to have managing agents. No doubt, some of the managing 
^ n t s  have been teoeiving esoewive oommissions, aad that is probaUy the 
mason that has broogbt thim in the pnblio eye. But we should also remember 
in this oonoeotion that it is not o^y the managing agents who have bemi 
JeoeiviogwhataomecrfasconsidM’exoesBive oommisaions. liven the managsn 
in tins basitieas leomve large salaries. Sir Phi^oie Ssthna told us only yester
day tiiat in othsr oountcies and even in this oountrv thiey leoeive salaries as 
iMgB as the Members of the Ctovsmment do in this oountry.

Thb H<»roinuBLB Sir PHIROZE 8ETHNA ; I lefenied to tbs inoonaes 
of spme insurwce agento.

Ths Ho n ovbabu  Hb . G. S. MOTILAL; The incomes of insurance 
a j^ ts  who are not managers. But 1 know you will not dispute that mana- 
giars a£ insurance companies do receive in some cases as large salaries as the 
Government Members in this country do.

Thb Hono0 Ba^lb Bib PHIROZE SETHNA : More in some cases.

Tbb Honoubablr Mb . G. S. MOTILAL: Therefore, what the manag
ing agents were receiving was not something whioh was very atrocious. From 
tlie Btanda^ of our inkrome in this country we are inclined to judge some- 
iStoes that they are receiving very large payments.

Tbb H o h o v b a b u  S ib  PHIROZE SBTHNA : These men are not teohni- 
cal men. They know next to nothing of the insurance burineas. lliat ia 
the point.

Thb HoiioTmABi.B Mb. G. S. MOTILAL: If they do not know tho 
insurance business, they would not have lieen entrusted with the work. As 
regards quriifications, some people will say that if a man passes a partionlar 
examination, then be has the qualification. (An Homottrabk Member: “  Bx- 
perienoe ” ,) The people who aie hard-headed business men, who are on the 
’boards of these companies would not have tolwated them. The amouat of 
business iHuck th ^  have secured, the way in idiioh they have built up the 
insurance bnsinees is a convinuing proof that though they had not technical 
ability and had not passed thio^h a particular examination, tiiey had suffi
cient knowledge — call it worki^ kooiriedge if you like. I kaom many 
budness men who, if you ask thmn to come and aigue and reason with you, 
l^ y  will feel very reluctant to do it, but wben th ^  put th«r bead into buai- 
ness, they aie a very great success. Without possessing business aounien 
they could never have done what they have achieved. I do not say ttwt 
^ ery  nunag^ ageQt has done equally well. In every occupation you find 
inm n^o m  trj^qg to do the best4hey c«n—trying W-paab theasrives into 
that biuiiieM to tbe best of their ability. Some fail, some succeed* *B«t
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that does not mean that tbe Bystem by itaelf has been bo' rieloit 
that you should not have any sym ^by with it. In a way, Sir, b^ujte 
tbiew big ^tnbay buidness men bate b^n hm  WIten tBis m iu i^  lit# ' 
being diBcuBsed, wbicb is o f a veiy odmpBcated nature atid wliicb' 
to affieot them cooaiderably, to give aucb assistance as they could to the Legis- 
latnve and to the Goremmenti t ^  deserved some appreciation. I admit 
that they were putting forward their own point of view;' and it ii^s btit natdmh* 
and legitimate. But ̂ d  they press entirely their own view and ignore entirely 
othftt' v i6^  and say thbir intet^te albne sKotdd be considered; re^rjQ ^ of 
the interests of tbe p<^cy-hbld0r ? In dealiiig with a matter of thfis c6m-‘ 
I*lexity various oonflloting interestir mtist 1)̂  cc^dered. Then if it is a I n 
timate intensst of h!s that hê dbeir ptit 'forw ^ ; it is the duty of eveiy MeiMbei''' 
of this Hbuscr to give symjUt^ti6 ooiwid^tiou to his case. But haVeC' 
been told by sonie M^mbertf on this side th&t no po1i(^-hoMe» wteffl'lveWi’ 
and that their intereists have b ^  ^ oted : I do noit tidhk tUs cbat^ti caii'̂  
be Bdstain«d, for no lete a person tlui.ilthe'Law'MeinTjrirTiiii^lf'has bejrti'Vei^’ 
asnduously and very vigorously looking'after tbe interests of tbe policy
holder ; and similarly the Leader of the Opposition and many other Honourably 
Members kept tbe inttfestbof thepolicy-boldws constantly before their minds. 
Composed as tbe Assembly is of persons of socialistic, communistic and other 
persuasions, some of them would not have the capitalist type of businelss. 
They would have liked it to be taken up €>ov«mment. Tlwse people also 
bad a hand and a very large hand in shaping this Bill. So tbe interests of 
the policy-holder have not l^ n  in any way sacrifivisd because of their abf̂ cnce 
in Simla or'Delhi'M compart with the wB:y in which the insurers represeiited 
tbeir caw.

Sir, now I would advert to some of the provisions of the Bill. ApiOing 
tbe approved securitiee are included the Government securities and of those 
Coiporationa'whî hi are mentaoned in the Bill. The insurws are at present 
precluded from iurvesting their funds requited by tbe Bill to be invested in 
the apfjtoved seeittities in -ai^ of the Indian States loans. There are some 
Indian States wbose financee are very soimd, as sound as of the B rii^  Go- 
vemamA in India. If 1 magr refer to Uydenbad State, 1 may mention that. 
at̂ a time’when we ware borrowing at 8 or 9 pet cent, interest the Hyderabad 
Gevemment wag’ borrowing- at 5 per cent. There are other States, and I 
can say widi oonfidenee thal> Mysore is aaother State whose finances are in a 
sound condition and are likely to continue in a sound condition. . Gocdiiit' 
and Travancxne may also be'oonaidertai as sudi States, and I shoidd i^uest 
tb)»̂  Honourable t i»  Law Member to consider their case. My reastm for it is 
this. If yoa do not permit oompuiite to invest in these State Qovemniait loans, 
thiiae States might not aQow imtiatr oompaiues inoorporaited in British India" 
to tiMsaet insurance business in their Statto; Bdt if the oompaxiies are 
alhiweii to invest in the State seouriCies the (^und fix' objection on the part 
of «the l^tM  will be meti Power nkay be given under the Bill to enable tbe 
Government of Ii«lift to declare the-Stateb the securities of which may be 
purchased by' these inmaemj

Among the definitions, I find. Sir, that for the defitaition of “ manai^r ” 
and “ oflSoer ” we are leferred^to the Indian Companies Act, whereas in the 
next clause immediately following it, “ managing agent ”  is de^ed as u 
defined in the Indian Companies Act. It would be an iniprovemiBint If th#'' 
definition irf “ maaager̂ * and “ officer’” given in'the-Indian CompMues Act 
ia likewise furnished bere. Myreason for making this suggMtion is that whm 
I ««ne to the given-alter the definition of maoagiiig agenV ,̂
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I find th« Mĵ lanalifm given in the Indian CJompanies Act is imported into 
this Bill with a ali^t modification, and it reads thus :

** I f  • ponon o o o a p y in g  th e  poaHioii o f  m anagiD g ag en t M ila  U m w l f  * m a n a ger  * or 
«m a n a g in g  d ire e to r  h e  ahall n ev erth » l«M  b e  r e g w d e d  aa m a n a g in g  a g e n t  for th e  n a r - 
pOM* « f M o tio n  S7 o f  thia Aot

I am sore the Iaw Member must be more aware than I am tiiat this does not 
prevent the managing agent from adcmting any other name uid act in that 
capacity. He may not caD' himself a manager ”  or “ managing director ” ; 
he may eall himaelf the "  secretary ", and this I say because we do not have 
here ^  additional expreemm, “ or by any other name I suppose this 
omisBion is not unintmtional and it is realized that it is open to those who 
oontrol a concern to appoint a managing agent as "  secretaty ”  or give him 
any other designation except that of manager ”  or “  managing director

Sir, there is another mint which I must stress at this stage and that is 
about the chirf agmt. We nowhere find a chief agent d^ned in this Bill 
and we have been told that this august gentlmian defies definition. I am 
sotiy I am imable to share this view.

Tiai Hokouublb th* PRESIDENT: Why don’t yon define it your- 
selft

Tbb Hohockabls Mb. 6. 8. MOTILAL: 1 have. Sir, attempted in 
my own way to define it. 1 have put in an amendment, but I shall not say 
that this is the last word. I am stil] not prepared to believe that it is beyond 
the drafting capacity of the law officers of thk Oovonment, and much km of 
the Law Memto to define the chirf agent. If he is to call the agreements 
of the various insurance compaoies who have got chief agents and find out 
what* is it that they really do, and why aie th^  called <^ief agmts, it will 
realfy help him. This is one method to get to know what the chief a^^t is. 
If we an^yse what the fimctions of a chief agent are and what duties are 
asrigned to him, it may be that the definitkm may not be completely satis* 
facUxy as in many oases the definiticms are not, yet it will be possible to arrive 
at a formula. And why do I say that a definition is necessary 1 If ^ere is 
no definition it will be open to an insurer to defeat the object of the legisla
tion itself. At present in section 35 it is said that “ no msurw or any person ” 
—1 it it means any other person—who emjdoys a licensed agent will pay
any conmusmon to a licensed agent or to any penoa who raq>loys a Uoeiued 
a<mt. Who is this mystmious person ! IVesomably it is the chief agent. 
U it is a chief agent, then it is but ri^ t that we tpediy him in clear terms; 
then it will not be possible, as it is possible today, to evade this proviaion. 
At proeent tiie licensed agent gets, say, SO per cent. Seme payment mif^t 
be made to a chief agent but at present thm  is no limit in the Bill to ^is

Cyment and I am very glad that the Honourable the Law Member said that 
would provide for liftin g  the commission to be paid to a chief agent. 

Sir, the pwit I want to make is------
Thb Hokottbablb Sib PHIBOZE SETHNA : He did not say that. 

He si^ “  No ”  on the contrary.

Ths HoiroTifKABU Mb. O. S. MOTILAL : I misunderstood him then. 
I want to say a word here as to what I know of some of the chicf agents. A 
chief agent is sometimes a person who has two or three eoncenis under his
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control and all that he does is to effect insurance and place ofOers with 
his insurance company ; he has, in any event, to insure the assets of ike con
cerns under his control whether he places the insurance with his oompaxiy 
or some other company, and for this he gets some commission by being called 
a chief agent. ThU is one class of chief agents. If this is to continue tbe 
object of the Bill will be defeated. Persons who have got large concerns 
under their influence and are in a position to place large insurance business 
may get themselves appointed chief agents and get a handsome commisMon. 
So it is necessary that there should a definition of a chief agent. Then, 
Sir, I come to the licensed agent. In the case of life business the commission 
which he gets on the first year’s premium is now fixed at 46 per cent. Those 
who have some experience in life insurance have said that it should be ^uped, 
and the reduction that is sugmted is 5 per cent. I personally think that it 
would be better to reduce it oecause 40 per cent, would be the proper limit, 
45 per cent, is rather a bit more. There is another line of business and that is 
fire in which I can speak with some personal knowledge. At present as the 
Bill stands the licens^ agent who really is a broker doing canvassing business 
is allowed a maximum of 30 per cent, commission. This maximum of 30 
per cent, will in actual working be the rule. It will be the maximum and the 
minimum at the same time because if one company is giving 30 per cent, 
another company which wants business will necessarily have to give the licensed 
agent the same amount. Therefore in practice it will not go below 30 per 
cent. In many cases as it goes at present, I do not think any broker or in
surance agent gets anything like 30 per cent. He has to part with a large 
shaie of the commission. The work he has to do is really very little ; once 
in a year when the insurance policy expires he comes and reminds you, “ Sir, 
the insurance policy will expire next week. Has it got to be renew^ ? I 
have told your head clerk or your manager and if there are any modifications 
to be made they may be considered ” . But more than that he hardly has 
to do anything except perhaps that on the New Year’s Day he comes and 
wishes you a very prosperous new year. Take the case of a concern placing 
business through a UcMiised agent, the premium of which comes to Rs. 30,000 
a year, then he gets at 30 per cent. Bs. 9,000 as he is entitled under the Bill 
to get it. The insuring person will not claim anything from him. He will 
say, ** Yes, I am precluded now by law to take anything from you, and I 
shidl not take it If he manages to get five or six such clients he would 
be making as much as two-thirds of the Law Member’s salary, without doing 
much work. I do not say that he will necessarily get half a dozen clients of 
this character, but even if he gets one client of that character, it is only the 
person who is honest who will be the loser. There may be varying condi
tions I agree. In some places he has to do very little. He has only to speak 
to you that the insurance is about to expire. But in other cases, in the case 
of small business, he has to take a little more trouble. Well then, a sliding 
scale may be provided, or he should be allowed openly to give a rebate, be
cause he gets so much and he should be free to give a rebate out of what he 
gets rather than that he should clandestinely pass a rebate when prevented by 
the law. There are two ways of looking at the problem. ConditionB in 
different places are different ; in Bombay the conditions are different from 
the mufas^ ; in the mufassil he has got to do a great deal more, where this 
large business is very rare. Sir, I was told when I was discussing this ques
tion with some Members of this House that in many cases in the mufassil the 
business consists of policies covering risk of two to ibur thousand rupees, and 
I was asked whether I expected the insurance agent there to get only five 
per cent. I said : No, certainly not. That would not be reasonable. But 
W9 have to remraiber that most of the fire business is large scale buainess.
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It wooM 1w eqarity uoreuonaUe in Bttob oasM thtut tlw ' Iaw' sfaouldnot pM- 
Teat tbe Uoemed’agent firom getting mndi more than fa<f deserves, llierenire, 
there are two wĥ , as I said: Either allow him to' opeiify gtve a rebate or' 
rednoe the commission. Unfortnnately, the prsctioe of some'of the western 
oonntriee is to fix a particular price or rate in the oatalogae and then to gii« 
a rebate or commission or deduction, and this practice has come to stay. 
The proper remedy for this evil would be to let the licensed agent openly give 
soeh Tebate within fixed limits. He is not to get from the insurer more than 
30 |ier cent, out of wliiofa he should be allowed to give such portton as he thinks 
itiiMuonable to give to the policy-holder. That will serve tiie purpose so far 
a9< the «oondnees of the insurance ccrmpanies is concerned. The object of this 
provision is that ft shoidd not be ojpen to the insurance companies to indulge 
in ruinous competition. This objeô t is achieved by fixing tĥ  maximtfm 
commission. An insurance company cannot ghre any rebate to any person 
who insures. If be wants some rebate, he will be tcAd that a law has been 
passed in ilw year 1937 which prevents him from reoeiving a rebate.

Sir, thet» is oMe <p̂ inl more whioh I -woakl itk)e <to stress'upon «nd tbs*' 
is with regard to the Supoii^ndeat of Inmuwice. The duties whioh’ hê  i* 
to perCorm are not necessarily thoae of an actuary and we know that there 
are very few aetuariea in this country. Theretoie, unless it is absolute 
essential that he most be &n actuary—and'1 do not thank it is abadutcily 
noeesssry, we kn«w sll that he will do is sab)«oted to revision by the court 
Mttoecn^—he has to eallifor certain Btatwnento, certein information from: 
the insurers aad direct titem to do certain things and in «ll tbesematters the 
courts are, undar tiw BU, empowered to over^ e htB unMasanabte orders. 
Ifitbe Saperintendent's orders, in the opsnkm o€m  insoisTi ai»not reasonahiev 
hia remedy is to appiy to «  eonrt; and d* yon expeet̂  tint the court should > 
also be M l actuary I Similarly it is not neeessaty that thas eAeer should be
an aetttary. He should be a maa having sMae 'knewMge trf law, and of 
aoeoiiaita, and above all possessed «f sound eommon' swnsn. Titere may be a 
personh4m> is an aetuary bat he may not poswss «U‘thes»>qualitiss. So, 
w» shoold not make a fetish of having an aotaarŷ -having-regard to all the - 
cusourastaaoes in whieh we are situated.

Sir, I support the B3I subject to the araeadments which I shall move at ' 
tha proper time.

T tt Ho»ar«ABM Mb; CHIDAMBARAM CHETTITAR (Madras; 
Ndn-Mnhammadan): Shr, I welcome this Bill. For a long time the need 
hai liieen felt for a comprehensive legidative maasure for reg^ting insurance 
bdsiiiess in this country, and I sincerely hope that the pro'^ons of this BiH, 
wkMt thmr beoome law, will help to conduct insurance budnesp on sound and 
heidt^luies.

Qnat ooaeera has hMn shown for tbeprotootion of the intereets of poU<̂ >' 
holders and that is as it should be. A SuperiBtendent of Insoranoe wlĤ be ' 
appointed toesereise some powersand perform some duties and he is ezpeeted' 
to< ka^-a elosfr watok«n the working and activities of iasiifanoe oonifMiies, 
and to intsrfiare in diffemit ways when he considers things are goiqg w*oAg. 
Aaotiwrptorisioa in tha Bill nqnirM insumaee oompaaies t»«iahesilbManw 
tial deposits and have a reasonable -working oapitai' before thiy eommeiwe' ’ 
insi»snnn bpsinsss.* The provisioos idating'to- assigijnient, nominattdin > 
aml.payneBt ist» Oouit -will greatfy aid both companies and >polft>y*hOldtf«̂ ’ 
injUŵ aaattar nf seMfeaeBt^ofebias. Lifir poliiay-lRilden'av»tidto>t9>«iî ]*«



the privilege of electing tbeir own repimnAAtivm ic.aeeWiOii-tk0 booCd of 
.diCQQtora and tbuB seoure a real voioe in tbe management of the:company. 
^  r^ardft this privil^e, 1 may say. the present BQl merely, teocigziizesrwhat 
is .already observed in practice by some life assurance companies. I  ean 
apeak with some knowl^e of one life assurance company wbrae, by tlie 
uiicles of association of tbe company, polioy>bolders are entitled periodica]|.y 
.to elect from among ^emselves two representatives to serve as directors a^d 
.take a live interest in tbe conduct of business and the maoagemeiit of tbe 
company’s a£Eairs.

Again, tbeve is another provisioa in the Bill winob makes it ImpossiUe 
for an insarw to question ibe validity of a:li£»p<dicy after« pefiod o£#wo ftma, 
except on tbe ground of fisaud. -May I be permitted tonvmaak: that tn>ihi8 
respect also, a rule has been «triotly observed by some life assitranoe ofliees 
whereby no life policy after being in force for two or tlvroe years can be n - 
pudiat^ on aoooont of any mis-statement in the proposal or for *ny treason 
otlver tb»n cbotive fraud ? The period of two years fixed in clause 39 'may 
perhaps be found too short by insuranee companies fw making neeessary 

.•oquiries .and acquaiuting themselves nritb correot particular.

1 have referred «nly to some of the provisions intended to safeguard the 
interests of policy-holders. Are these provisions not sufficient to protect the 
policy-holders ? Is it necessary also to intesfere with the investment of life 
insurance fiinds as mentioned in clause 26 ? f  bat clause requires that 55 
per cent, of the life assuzanoe funds should be compulscnly invested in tbe 
manner indicated i n that section. Ordinarily popular life insuranoe companies 
do invest a good portion of their assets in Government and other approved 
securities. Nevertheless, occasions may often arise, when for securing areason- 
able yield on tbe investments it becomes desirable or even necessary to think 
of other forms of investment whioh are however not less safe. It has to be 
remembered that the rate of interest earned on investments plays a large part 
in the management of life insurance business. Premium rates are constructed 
on the basis of earning a certain rate of interest on the reserves maintained 
fur the fulfilment of policy contract. If the rate of interest actually earned 
»  below the assumed rate, tbe business cannot be conducted without cusii^ 
premium rates. Apart from the question of bonuses whiob are paid to policy- 
iholderb out of profits, if any, the rate of interest is of vital importance to an 
insurer. Everyone kiaows that the present jield on the so-called gilt-edged 
securities works up to less than 3 per cent. Than another feature about 
tlieee securities is that vben the ntarket rate of interest shows a temdency to 
xiae, the market value of these securities goes down. Paces are subjeot to 
gnat fluctuations. 6o, by having to keep a large portion «f the assets constant
ly invested in this class of securities the insurer itas<to auffweither b y  w a y  of 
interest earned or by reason of tbe reduced esipitail Takie of investments. 
As one closely connected with insurance busiiM Ss, 1 can tell you. Sir, from 
my ova experience that not long .ago, life assurance companies stiffered con- 
siderabty by reason of d îreciation in the value of Government securities and 
abnost every insurer was put to the necessity creating large reserves to meet 
losses on account of depreciation. The pendulum has now swung in tbe other 
dbection and we today find that the interest yielded by gilt-edged securities 
is the lowest on record. WhMi suob vagaries are  experi«iced in the matter 
of this dass of securities what it the justification in requiring a very large 
pn^oEtioa of an iniwanQe oempany’s assets be invested in tbp purohaee ^f 
idMMMmttritias I
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Again, in tbe definition of approvBd seouiitiea ve aee tbat only certain 

kinds of seouiities are included* It is well known that the securities <rf some 
of the Indian States, such as Mysore, Travancore, and Cochin, offer an excellent 
fidd tot inyestment and these securities can in no way be said to be inferior 
to the debentures or securities issued by municipal corporations or port trusts. 
Burma has been separated firom India— we may soon find the Burma Govern* 
ment floating a loan. Is it wrong for insurance companies to think of invest
ing a part of their funds in such a loan ? Purchase of securities of different 
Governments has importance not only with regard to the rate of interest but 
also for the develoitfnefit of business in the territories of those Governments. 
Again, at times one finds it advantageous, nay advisable, on account of <Us- 
turbed oonditions in tbe securities market, to invest money in banks. It 
cannot be suggested that there are not banks in India where insuranoe funds 
oaimot be safdy invested.

It seems to me that the provisions regarding investment of funds are 
unduly narrow and require to be amended. There is one point which is bound 
to affi t̂ tbe poUcy-holders on account of the low yield due to the gilt-edged 
securities, that is, the bonuses would certainly be affected, 1 mean, wouM be 
much lower than what at present is offered even by the first class companies ; 
and thî  lowering of the bonuses would, in my opinion, affect the Indian com
panies materially. This is a factor which we could not ignore.

It is unnecessary to refer to othw provisions in the Bill. Many of them 
have been framed with the object of exercising a large measure of control 
on the conduct of insurance business and to that extent, I have no doubt that 
the Bill will serve the purpose well.

It is however not less important that the Bill, if it should be a reaQy 
beneficial measure, should positively help to develop and not retard the growth 
of insurance business in India. Looking at the provisions of the Bill from 
this point of view, one can only wait and see what the results will be.

Sir, I support the motion for tbe consideration of the Bill.
T h e  H o k o itb a b l*  M b. SUSIL KUMAR ROY CHOWDHURY (West 

Bengal: Non-Muhammadan): Sir, I rise to support the Motion. I do not 
think one can say much against the Bill as passed by the Legislative Assembly. 
As a matter of fact we are all aware that in the Select Conmiittee as well as 
during the passage of the Bill in the other House the Honourable the Law 
Member tri^ to accommodate every shade of opinion as much as he could ; 
and I must say the shades were of various vatieties, having regard to the 
various interests involved and as evident from the various representations and 
flood of literature printed in various shades received by the Honourable Mem
bers. I think, Sir, the Honourable the Law Member deserves congratulations 
from every section of the House. Very naturally. Sir, I feel proud that the 
ear-leader of my Bar is responsible for ihe Bill which is of a very complex and 
comprehensive nature and which must be recognized as one of the bc^ pieces 
of legislation in this country. I hope the Honourable the Law Member and 
this House will stoutly oppose any substantial alteration or modification of the 
Bin as passed by the Legislative Assembly. Sir, I think I heard the Honourable 
the Law Member saying that he wants to move an amendment to the effect 
that the comnussion to agents other than life insurance agents should be 
reduced from 30 tol6 per cent. I would request the Law Member if he could 
see his way that by putting in another clause in the Bill this 15 per cent, so 
saved goes to the ben^t of the policy-hdders and not to the insofer oompaaias.
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For, after all, this is a Bill primarily for the ben^t of the polioĵ ĥd̂ d̂ s. 
I would also request the Law Member to consider whether it is not possible 
to put in a clause that no life insurance agent licensed und^ section 37 should 
be paid less than 30 per cent, on the first year’s premium.

Sir, I am sorry my friend Mr. Susil Sen is ill and the Law Member in his 
not very good health will not have his able assistance which he had in the other 
House. Sir, I support the Motion.

Thb Honourablb Bai Bahadur Sbi NARAIN MAHTHA (Bihar: 
Non-Muhammadan): Mr. President, this Bill has received so far the suppcot 
of every Member who has spoken before me, and it is more with a desire to join 
in the chorus of praise it has received than to offer any serious criticism at tJbis 
late hour of the day that I rise to speak. Few measures have been introduced 
during recent years by Government which have been so widely hailed as the 
Insurance Bill. But, the general welcome it has received has however been 
excelled only by the intensive and voluminous criticism of its details. This is 
primarily due to the fact that a measure of this kind affects a large number of 
interests and a very large section of the public in general. There is no denying 
the fact that a Bill to consolidate and amend the law relating to the business of 
insurance had long been overdue. The situation since the passing of the 
Act of 1912 has vitally changed. Insurance business in general has increased 
very considerably owing to the happy growth ef the insurance habit among the 
people. The most noteworthy increase has been ia the sphere of live insurance. 
Comparing the figures of 1914 with those of 1933, we find that the number of 
ins\u*ance companies has gone up from 46 to 194, their capital from Bs. 35,70,000 
to Rs. 2,45,59,000 and their premium income from Rs. 1,17,37,000 to 
Bs. 5,76,93,000. It is also satisfactory to note that this steady increase has been 
maintained even in later years ; and since 1934 as many as 28 new companies 
have sprung up. The busincBS of insurance in other spheres, namely, fire, 
marine, etc., has also shown an increase. It is apparent therefore, that in view 
of this ex[>ansion and also the experience gained during the last 25 years, the 
provisions in the statute required a thorough overhauling. The growth of a 
large number of provident insurance companies and the passing of the Work
men’s Compensation Act have also given rise to a considerable amount of 
insurance in the nature of accidents. Besides these happy features, thwe is 
also one alarming fact which necessitates a Bill of this kind. Whereas during 
recent years a very large number of insurance companies have grown up all over 
the country, the number of failures has also been considerable. It has to be 
remembered that insurance societies serve the needs mostly of the people of 
moderate means and failures must affect a very large number of these poor 
investors. I am not a lover of young and unsound companies who play with 
tiie moneys of others. Our aim in the interests of the pdicy-holder, I believe, 
should be to prevent the growth of mushroom companies, to enforce the work
ing of existing companies on sound lines by ensuring proper ̂ plication of 
funds and provision for protection of assets. I have little hesitation in saying 
that to secure these ends the present Bill makes an admirable effort. It 
strikes the golden mean between the principles of minimum interference and the 
maximum publicity, and the principle of direct control by Government. The 
percentages and amounts fixed in the Bill in r^ard to profits and investments 
in Government and in Government guaranteed securities and remuneration or 
commission payable to agents and so on, have produced endless differences of 
opinion. I think there does not seem to be much good ground for interfering 
with the percentages as laid down in the Bill. If the Bill has erred, it has 
erred only on the side of caution and deserves a fair trial. It has been suggested
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tiiat the inTWtied aaaets in Oovernment seourities and in securities approved 
by Govemment need not be 55 per oent., and that a total of 60 per cent, only 
shoald do. Thiŝ was suggested by three Members today. May l ask them, 
why not 49 per cent, instead of 60 or 54 or 56, in place of 65 per cent, should 
do ? In my opinion changes of this kind do no good to the Bill or to the parties 
concerned. It will be the soundness of the insurer that will in the long run help 
him to get m<>re business and give a feeling of security to the insured. I need 
not say anything about the abolition of managing agents, a subject on which 
much time of the House has been taken up today but, whose disappearance, 
let me say, is generally, if not universally, welcomed. I would also like to 
tdl the House that the powers given to the Superintendent of Insurance must 
not be grudged if the Bill is to achieve really satisfactory results. It must be 
remembered that insurance companies, like bank^ companies, have one very 
impotant common feature, namely, that those in charge of the management 
deal with moneys o<Atribnted mainly by those who are not the shareholders of 
the company. It becomes neoeraaiy thwefore that substantial deposits should 
be on and a substantial working capital collected before a company is
allowed to be registered, and that after its registration its woriting should re
main under the constant vigilance of the State. The deposits as suggested in 
tiie Bill do not to my mind, by reason of the largeness the amount, seem to 
be such as to hit even small compsniee woiiung with a small capital, provided 
they are working on sound lines. 1 admit that the size of a company is not 
neoeesarity a correct index of its financial soundness, and the effect of making 
a provision for a large initial deposit may injure or disable a small but sound 
concern, which may find it difficult to make the required deposit. But, 1 do 
nut feel that the amounts and percentages fixed by this Bill are such as will tend 
to  hit isejudicially even moderate sized oompanies if their business is conducted 
on sound lines. I would not at this stage go into the question of agents and 
the remuneration they will be allowed to earn. I feel for the hard lot of the 
field workere irtio it must not be foigotten have played an important part in 
the devel<q;imeDt of insurance business in this country. I shall, if necessary, 
take up their ease when amemtoenta are being discussed. lA stly , Sir, I 
would like to mention that I attach great importance to the individuality of 
the Superintendent of Insurance in whose hands the steering wheel of the 
whde maohincxy will rest. 1 join issue with the Honourable Mr. Hossain 
Imam in asking for an assurance fr<xn the Honourable the Law Member that 
the post will be hekl by an Indian and that the qualification of being an actuary 
will not be unduly insisted on.

Sir, I support the Motion for consideration of the Bill.
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The Council then adjourned till £leven the Qook on Wednesday, the 
17ih November, 1937.


