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COUNCIL OF STATE.
Wtdmuday, 17th November, 1937.

■ Hie Council met in the Council Chamber of the Oonnoil Houm «t ESevea 
of the Clock, the Hpnotirable the Presideni in the Chair.

QUESTIONS AND ANSWERS.
Payiunt 07 G&fkTtnTY to th x  D bfen d zk ts  o r  IbA K  Moham m ad , S irsn tyoB .

327. Thk H okottbabue Mb. HOSSAIN IMAM: With reference to my 
<)aestion No. 26, dated 14th September 1937, irill GoTemmwt state whether 
they have paid any gratuity to the dependents of Mian Mohammad, surveyort

Tbb HoNOtmABLB Kunwab SiB JAGDISH PRASAD: The question 
of the grant of a family pension to the Burreyor’s family is being oonsidered 
by the Surveyor General.

RsooGirmoy of fast Dxobebs or thb Patna Mbdicai. Collbqb.
828. Thx Hono0bablb Mb. HOSSAIN IMAM: Will GoTemment state 

Triiat action they have taken or propose to take to get the past degrees of 
the Patna Memc  ̂ Collie recognised by the General M«^cal Council of 
Cheat Britain ?

T h e  Honoubablb Kunwae Sib  JAGDISH PRASAD: The Medical 
CbuncU of India, who are concerned with the recognition of nwdioal degrees 
have already taken up this matter with the General Medical Coundl of Orest 
Britain, whose reply is awaited.

Rolunq Stock Pbogbamhe iob 1938-39.
320. Tbb Honoubablb Mb. HOSSAIN IMAM : Will Government lay on 

the table a statement containing all the information referred to in para^aj^ 5 
and 6 on page 93 of the Report of the Standing Finance Craunittee for 
Railways held on 28th and 29th June, 1937 f '

T hb  H o n o u r a b l e  S ib  GUTHRIE RUSSELL: A copy of the memo­
randum on the subject of the Rolling Stock Programme for 1938-39 contain­
ing the information referred to by the Honourable Member is laid on the table 
of the House.

Jitmorandum on the »uhieet of the Rottittg Stoel- Programtnejor 1938-.19 mth tpteicd n jtr tn e t 
to the ComtnerUe of the Wedgxfood Committee as »ummariae4 in paragraph 47.

OeneraZ.—The portioa o f the Indian Railway Enquiry Oommittee’s report reUting 
to rolling: stock (pages 19 to 28), for the most part, consist* o f comparisons between pub- 
liahed statistioal figures for the years 1A29-30 and 1935-36 and conclusions arnve<l at from 
■uoh oomparisona. Annual' statistioal figures for 1935-86 were »be latest available at the 
time the Com m it^ visited India, but annual Egttres for 1936-37 are now largely to hand 
«nd It is Mormwnrjr to ramew <Ui* oonoluaiona of th* Oonanuttae with reference both to
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■uch latter information and the probable stock position dnring 1038-89. It should also 
be mentioned that some errors seem to have crept in in the figures reproduced in the 
report and the interpretations jAaiiwi on the figurpi. do ^ot  ̂in. the opinion of the Railway 
Board, appear to be correct in all casaa. I ‘

Traffic,—In Statements I and II, freight-ton miles, passenger train miles and gooda 
train mUeR for the yearn 1020-30 and 1936-S7 and for bvoad and metre gauge railways 
are shown. A reference to these statements shows that broad gauge freight-ton milM 
and metre gauge passenger train miles during 1036-37 were in excess of the correspond­
ing figures for i 020-30. Statement I also shows that, excluding the B. N. R. figures 
BrSm D um ber, 1986 to February, 1037 (the non-submission of which was due to a strike), 
the 193G-37 figures for pasm ger and goods train miles closely approached the come- 
ponding figures for 1020-30 and a Bimilar remark applieB to the 1036-37 metre gauge figurM" 
for freight-ton miles and goods train miles shown in Statement II.

During the first four months of this year (1037-38), earnings were Rs. 2,35 lakhs 
in excess of the earnings for the oorruspomliiig p«rM  during 1036-37 cuid there is reason 
to suppose that traffic during 1037-38 wiU appreciably exceed the traffic carried during 
1020-30. In existing circumstances it is reasonable also to assume that the traffic to bô  
carried during 1038-30 will not be less than that carried during 1020-30, and any con* 
chuDons of the Railway Enquiry Committee based on ^ fall in traffic since I020^30 have, 
in oonaequence of subMquent developments, lost their validity in so far as rolling stock 
requirements for 1038-30 are concerned. ►

Locomotives.— In paragraph 38 of the report (page 21) statistics relating to engine 
utilisation for 1920-30 and 1935-36 are reproduced. The figures shown are average figures 
for the year and as such, cannot bring but coiTectly the actual position with res)*ect to 
engine utilisation. It is the figures for peak periods of traffic that are most relevant to 
this point and these figures for broad gauge railways for 1929-30 and 1936-37 are sbowti' 
in Statement III. These figures indicate substantial improvements oii all railways except 
the B., n. and C. I. R. and M. and S. M. R. The fall in the M. and S. M. R. figures is 
explained by that railway having introduced pooling of locomotives in 1929-30. Ade­
quate preparations for pooling were not, however, made and this method o f working 
had in consequence to be abandoned shortly afterwards. The declining tendency of the 
‘ on lino * figures as given in the Committee's report, does not, as inferred by them, reflect̂  
ttiB heavy percentage of locomotives under or awaiting repair. Owing to unavoidable 
delays in the actual breaking up of locomoti\’es on State-managed Railways and the re­
fusal of some Company-manag^ Railways to break up and write off stock mirpluB to 
roquirements, a temporary reduction in the “ on line ”  figures must necessarily accom­
pany an increase in the ** in use '* figures. Further reductions in the locomotive stock, 
either already eSeeted or contemplated, combined with the increased traffic offering 
will, howeiver, ensure further improvements in the "  on line ** figures during 1938-3 .̂

Re paragraph 39 (page 22) of report, Statement IV shows the locomotive stock on 
broad gauge railways in 1929-30 and 193o-3G and in addition the anticipated stock at the* 
end of 1938-39 (assuming that the proposals placed before the Standing Finance Com­
mittee for 1938-39 were sanctioned) and some piirtieulars of the age of the locomotives 
concerned. In brief, it is anticipated that at the end of 1938-39, 272 less locomotives 
will be available than duriiig 1935-36 and 730 less locomotives than during 1929-30 or in 
other words it is hoped to handle equivalent traffic with 730 less locomotives. It need 
h i ^ y  be added that without further improvements in utilisation and reductions in the 
time during which locomotives are under repair this will not be possible. It should abo 
be mentioned that a number of the locomotives in use then will have become worn out»

In regard to the individual locomotive proposals for 1938-39 the following remarks 
are added :—

B. N. iJ.—
4 GarraU locomotives.—These are special purpose locomotives, and their purckase 

is justified on that account only. I f further justification is required, pa*. 
ference is invited to tho 1936-37 goods train miles figures of the B. N. R. 
(Statement I) and the ages of the B. N. R. locomotives are given in State­
ment IV. ^

B. and N. W. R.—
4 YB type locomatwê .—^Attention is invited to the 1936-37 passenger train mileage 

figure of the B, and N. W. R. (Statement II).
B .,B .a n d C .l,R .--

10 4-4-4 tank locomotives.— T̂hese are special purpose locomotives and arc justi­
fied on that oceomit. Incidentally it may he mentioned that this demand 
win give employment for the looomotive buildi«t(|p plant aad (rtaff Oit AjxxM^ ' 
works. -
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E. I. B .-(B). ^
O. I. P. B ^(li). ; ; .  I

10 WM daai loe<imoUti§9,—These experim ent locomotives (s0e memonmdmn
relatii^ id theif purchaaeX. I f nirther Jdiiification is rec îrFxi, nfemnee 
is invited |o ages of K. J. R. and G. 1. P. B^JocomotiveH given in Siatenient

M.and8.M,B.̂  ^
10 XT) type locoî otivei.— Atientioi!i is im ited: ip the 1936-37 ^ight-ton miles 

and goods train miles figiuca of the M. and 6. M. R. (Statement 1).
jR, otvi K.  ̂ ^

S B. E. S. A, tijj>4 locomotives,— Attention is invited to the 1936-3t passenger tmio 
mile figure of the R. and K. R. (Statement II). ;

8 . I . R . - -
J6 tank loromotipe$^Atfention U in\ited to the 1936>37 passenger train mile 

figure fif the S. I. R. (Stat^itfent II). ^
Cofriages.—Re. |Mi-ragraph 43 of the report (pag^ 2/5) the G. J. P. R.Jstook figure for 

1029-30 was 2,770 and not 2,170, an shown in the report. This was du4 to an unfortu­
nate mistake, nnd in consequence the opinion expressed in paragraphs 42 and 43 o f the 
vqport requires considerable modification. )

Statement V shows the correct B. G. carriage sto<^ position for ^29-30, 1933-3i  
and 1935-36 and also the contemplated position at the elose of 1938-39, assuming that 
the carriage proposals placed before the Standing Finance Committed were sanctioned. 
This statement shows that the stock in 1935-36 was 160 units below the stock in 1929-30 
and that it will be reduced by another 427 unite by the close of 1938-39. The B. G. stock 
figure for 1933-34 has also been included in the statemrat. The rise in years subsequent 
to 1929-30 is explained by the acceptance of Comp^^tiy-managed Railways* proposal* 
to carry out renewals in accordance with the terms of their contracts and shows thet the 
total reduction in stock eflFectcd since 1933-34 will really be no lesd tha4 903 units.

In regard to the individual carnage proposals only those for the E. B. and fL I. R . 
are of appreciable importance. A reference to the broad and metre gauge paMen^r 
train mile figures for these two railways during 1936-37 will suffice to show the neoesnty 
o f meeting these demands.

Wagons.—The statistics reproduced in paragraph 46 of the report <p<^e 27) rel^e 
to wamns “  on line ** and not waTOn stocks. The increctse in 198^-36 is creditable in­
asmuch as it shows greater availMility. The actual B. G. stock positions in 1929-30 
and 1935-36 will be found at Statement VI and, as the stock in 1935-36 was lower than 
the stock in 1^29-30 and the freight-ton miles of B. G. railways during 1936-37 were in 
excess of the 1929-30 figuies, the stock of wagons can no longer be regarded as excessive.
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STATEMENT IV.
Steam LooomoUm Stock {Brood Oaugt),

Raihrftys.

1

1929-30.

2

1935-36.

3

At end 
of 

1938-39.

4

No. of looomo- 
tivM In column 
(4) which will be 
over 35 yean old 
at end of 1938-39.

5

No. of locomo­
tives in column 
(4) which wiU hs 
over 30 years old 
at end of 1938-39.

6

B. N. R. . . 698 672 668 82 242
B JB.andC .I.R . 378 361 346 1 75
E. B. R. . 327 302 294 1 92
E .I .R . . . 1,585 1,578 1.529 m 526a. I. P. R. . tM Ol ♦752 ♦664 65 218
X . and S. M. R. 297 302 802 48 92
N. W. R. . 1,284 1,239 1.133 NU. 216
B. I. R. . . tst 184 152 m . 22

5,818 S,S60 5,088

 ̂PUis 66 eleotrio looomotiTM. 
f  Pht9 31 electric locomotiVM.

5 ,ai8-<7 5,088»780 
5.818 —M60-W8

Further reduolion iinoe 10S6-M m



QUB8TIOKS AND ANSWERS.

BTATEMilNT V. 

Ooffiage $toek {Brood Oaug§).

716

(In 4-wheeled onitfl.)

Anticipated 
stock on

Railwayii. 1929-30. 1933-34. 1935-36. line at 
end of 
193S-39.

B .N . R ............................................ 1,439 1,576 I,5d4
3 ., B. and C. I. R. . . . 1,001 1,083 1,133
E. B. R ............................................ 1,314 1,426 1,657
B. I. R ............................................. 4,894 . . . 4,767 4,673
G. I. P. R ........................................ 2,770 2,276 2,155 .
H .an d 8 .M . R. « . . 1,108 - • • ■ 1.186 1,135
N. W. R .......................................... 4,706 4,629 4,316
S. I. R ............................................. 510 639 650

17,742 18,056 17,582 17,153

17,742^ 17,156-587 
17,742— 17,582*160

Antieip»ted further reduction sum  19S5-36̂  . «:427

AntioipAted reduction on peak figure for 1933<34 -18 ,056— 17,153*903.

STATEMENT VI. 
Wagon siock {Broad Gauge.)

1929-30. 1935-36.

B. N. R. . . . . . . . 23,950 24,565
B«t B. and C. 1. R> . • . . . . 10,617 9,456
B* B. R. . . • • . . . 8,404 8,019
E. I. R. . • • • . . . 48,495 49,033
G. I. P. R. . . . . . . . 19,280 18,431
M. and S. M. R. . . . . . . 5,586 6.060
N. W. R. . . . . . . . 30,428 29,106
8 . 1. R. • . . . . . . 1,858 2,311

Total . 1,48,618 j 1,46,980

Ahovmt fa io  as PAsaAox Monby by GovKBinaiNT to  thb p . and O. S. N«
Go. AND OTHBK COMFANISS.

880. Thi HoNotTKABix Hb. HO^AIN IMAM; Will GoTenuniBiit state 
ih« total amount paid by the Qovetninent of India as passage money 
durtô  eabh of the last four yean to tile P. and O. Cb., and other 
companies t ‘ ;



The H o n o u k a b l b  Me. J. C, Ii^QN : The information asked for b y  

the Honourable Member is not readily available. Government consider that 
the advantage to be gained by ooUeoting it from various souroes will not b e  

commensurate with the labour involved.

opuN CiL, or BTAT*. [1 7 t h  N o v . 1987.

- T n  .Urn. M a^
passage money is administered centrally by the Finance Department or it is 
administered by each department separately 1

Th«  HoNOTmABLE Mk. J. C. NIXON: Will the Honourable Member 
please repeat his question ? I did not quite catch him.

4 Tve Honou&iIlBLB M r. HOSSAIN; IMAM : Is the amount paid ,to tto 
P. and 0. as passage money administered by the Finance Department or hy 
eac&'̂ of the departmwts separately ? ̂  ' ' '

HoKouiî BLE M r. J. C. NIXON : It is paid by the local AcoofiulC- 
ant̂  Qtoeral in eV^ case.  ̂ '

T h e HoNOCRABLte Mr. HOSSAIN IMAM : Does it pass centrally through 
thê Acoountant -GftnMal, JBombay ?...................  ... ....    ...    ..  ...    

T h e  H o n o u r a b l e  M r .  J. C. NIXON : No, Sir.

D e f a l c a t i o n s  in  T r e a s u r i e s  w  I n d i a  d u r i n o  1934—1937.
331. T ^  Hoi^ourable Mr. H0S8AJK IMAM: Will Government 

give detailed information about defalcations of money from Government 
treasuries during the last thr^ yc^s  ̂ ;̂ n4 etate ti e caufcs fcvndfcrthe 
defalcations, the remedial measures adopted, the action taken against 
persons involved and the lossê  sti»t«ined By Q<yvemment ?

T h e  H o n o u r a b l e  M r . J. C. NIXON ; A statement is laid cn He tab e
Since the introduction of Provincial Autonomy the balances in tie trea­

suries and sub-treasuries have beccmc the property of the Provincial Govern­
ments.

T h e  H o n o u r a b l e  Mr. HOSSAIN IMAM : Do the b ala n ce a  of t h e  
Qavemment of India in mofussil towns go to the Treasury or to the Ii^perî  
Barik? ^

. T h e  H o N O V R a b lb  M r . J. C. NIXON: T o  the Imperial Bank.w êre 
th e re  ia a branch o f  the Imperial Bank.
„ "I^E BiR.̂ HOSSAlN What̂  b«pE(̂  ̂ Ctov^-
i p ( ^ | o f  t h m  are n o  b ran ch es th e  j t n i ^

[̂|CurocB4;Ĥ  Mk  la pK̂ yucifd a»Ba«-̂ e!pipvmo«
^  M bMJjwr pf tjie GoTetmnqn̂  pf/Jndift. «*i4i 

9 ^  «9 Iwlong^ to PwpriBCMJ Qô QnuQept, «tn4
is either in debit or credit to the Provinoial GoTemment. : r , , , .
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PSBSONKSL or^ THE N o K -O F n o iiir  A d v js w  HjT J n d ia  a h d  or TH* D b lb o a - 
TION TO E | »o la »d  in  coH N K cn oK  s c t ;^ m d o -B b it is h  T b a d s  N bqo> 
TIATION8. I •. “

332. Tmt jHoHoinuBLB liiBi HOSSAJN IMAM: WUl Government givv 
the following formation aboQt-ibe Trade Negotiations :-—Per-
sonnel of the npn-offioial Adviaws in In ^  «od ci the Delegation to England, 
the total amoiiot paid to each as salary, allowance, travelling expenses, eto., 
and the rates tfiereof t . .

5 ' ■■ C '
Thk HoNchmABUt Mb; H. DOW i 1 lay on the table a statement giving 

the information required.. ' :

opiwo^ Of  ̂  ̂ [17th Nov . 1987.

IlNDO-UMnnA KDrODOk Ibuip AsamtBHT Naaon^Tioini.

Siaimtteni showiniiihe nameitolth€mm^jffleialAiv(s0rt, p̂ rmmnel of the DdtgaUon to England 
I and the mdary and aU t̂mncst drwn by them.

Nan-Official Adv^era—
The following gontlomen acted as non-offlcial Advisers both in India and England 

Sir Edward Bei\thal].
Sir PurshoUmdas Thakurda4k C.LE., M.B.E.
Mr. Ohanslijamdas Btrla.
Mr. E:astu|bhai Laibhai.
Sardar Ba^^ltr Datar Singh.
Nawabzadfk Lia()uatali KhiUi.
Dr. P. Sutibaeayon, M,A., LL.D.

The Honourable pir Muhammad ZafruUa Khan, K.C.S.I., Bar^-at-I^w, wan the sole Dele­
gate to England, r He was assisted by the gentlemen naxned above aa non-official Advi^«» 
and by the follo|fing officers as oflfiotal AdviM s

Sir DavidJ^Meek, C.I.E., Indian' Tirade Cotnmi«wnor, London.
Sir Bryce B̂urt* C.I.E., M.B.B*, yioe-Chaifman of thp Impeiial GouncU of Agri* 

cultural Research. .
Mr. N. R. Pillai, C.B.E., I.C.8., Coll0otor o f Customs, Bomt>ay.

Saiartf and aUowalnces- -  ,
Sir Muhammad ZafruUa Khan,^Ve^ i t  Jia. 5,500 a month under proviso (a) to Funda­

mental Rule 51,= and First class ‘ A * passftgfd by steamer. Compensatory allowance o f 
1A». M. a day with a special allowanoe of £25 a w^k and the pnn^ion o f a nilotor oar oi 
a cost of £20 per ̂ eek. ■

Sir David Meek.—No special maimen^icm in addition to his pay as IndiaTV Trade 
Commissioner, Lcbdon. .

Sir Bryce Bikrt and Mr, PiUai.—Pay and compensatory allowances as regulated by 
the provisions of Fundamental Rule 51.
Rates of allowancea, ttc,̂  of non-official Advisers—

For attendini; meetings at Simla and New Delhi the non-official Advisers were granted 
travelling allowai^ce between their homes and the headquarters of Government at the 
rate adnusaible u^der the Supplementary Rules to an officer of the first grade plus a daily 
allowanoe of Rs. 12 each for halts at Simla or New Ddhi.

For attending meetings in London each non-official 4Mviser was granted (a) an hono­
rarium at the ra^ o f £100 a month from the date of arrival or the date of loginning of 
work in London (whichever was later) until the conclusion o f negotiations, (6) a subsistenoa 
allowance of 25#k a day for the period of actual worlc iu London in connection with the 
negotiations, d n ^  only by those who were put to eiUm expense on accommodation, 
(c) First clam “  A ** grade return passage by steamer w i^  opticm to travel by air.

Details o f t ^  amounts paid to each individual are not yet available but the total 
expenditure incittTed up to the end of September 1937 amounted to approximately 
B«. 1,18,000.



INStJRANCi tiCL-anU d.
Th8 H onchpiablb t h e  president : The debate will now be resumed 

on the Imuraace Bill̂
T h e  H ok ox jra b lb  P a h d it  HIRDAY NATH KUNZRU (United Provinces 

Northern: Non-Muhammadan) : Mr. President, any one who discusses the
measure before us is bound to recognise the valuable efforts made by the 
Honourable the Law Member to improve the law relating to insurance in 
India. It is only when the Bill before us is compared with the existing legis­
lation that we can be in a position to appreciate the great change for the better 
that this measure will introduce when it is passed into law. Sir, the present 
law is defective in many respects. The Bill before us tries to remedy the 
serious defects that are at present observable. It protects in the first place 
the interests of the policy-holders. I need not go into details with regard to 
the provisions of the Bill on this subject, but it taked into consideration the 
interests of the policy-holders so well that it has been called a poUcy-holderis’
Bill.

Then, Sir, when this Bill is accepted by the House, we shall be able to get 
fuller information with regard to the activities of insurance companies than 
we have been able to obtain hitherto and this is particularly true of non-Indian 
companies. Publicity, Sir, is one of the most valuable means of keeping 
institutions up to the mark. Unfortunately the present law has been found 
ineffective for fully securing this object.

Not merely are Indian companies not required to famish full informa­
tion, but foreign companies are practically exempt from all those provisions 
which apply to Indian companies. For the first time non-Indian companies 
will be required to furnish full information with regard to their insurance busi­
ness in India.

Another important provision in the Bill relates to managing agencies. 
These agencies are to be terminated in the course of three years. I shall not 
go into details on this point at this stage, though I shall have to say some­
thing about it a little later, but I should like just to say that I fully support 
the course that has been followed.

Again, Sir, there is a provision in the Bill which relates to retalia­
tion. Let me say. Sir, that I, for my part, look upon this provision relating 
to retaliation as one of the most valuable features of the Bill. It is a common 
experience with us to find our countrymen discriminated against both in and 
outside the British Empire, but so far steps have seldom been taken to protect 
our rights or to enhance our dignity. It is not merely a matter of pleasure, 
but it is a matter of pride to us that the Honourable the Law Member should, 
by introducing this legislation, have raised our self-respect as a nation. We 
feel for the first tame that the Government of India have consulted our dignity 
as a nation, and have made other countries realize that they cannot with 
impunity go on heaping unjust restrictions on the heads of our countr3rmen. 
My Honourable friend the Law Member has given a warning to all foreign 
countries that they must be prepared to have the same treatment meted out 
to their nationals in the matter of insurance in India as they mete out to Indian 
nationals within their own jurisdiction.

Lastly, Sir, I should like to refer to the provisions relating to the ^point« 
nient and the powers of the Superintendent of Insurance. Hitherto Qovem- 
ment have mer^ played the part of a policeman in t̂ e field of insurance, but

( 721 )



[Pandit Hirday Nath KunEru.]
now instead of merely looking on wl̂ le 4 c>nais prepa and stepping in̂  
only after grâ e abuses had occiirr^/ and tbe insui^oe companies had been 
gufity of criminal negligence or fraud, Govemmeirt have tAiken st̂ ps to see 
^at there is an officer to watch over the activities of insurers so that checks*' 
mighit be applied long before I4ie stage when penal action became necessary 
was reached.

A Bill like this needs no words firom me to emphasise its importance.. 
When it was being discussed in another place we heard frequently that attempts 
were being made to jeopardise its passage into law by creating unjust pre­
judices against it. At one stage we hea^ that intrigues were being carried̂  
on in order to rive it a comtotinai colour. Perhaps communal is not the right 
word—I should substitute for it the word ‘ racial *. undcbrstood that effort®:̂  
were being made in quarters which might be considered responsibly, in order 
to stir up feelings amongst non-Indians against it and to represent it to them 
as a racial and expropriatory measure. It Is a tribute to the fairness and' 
courage and pei-sonality of my Honourable friend the Law Member (Cheers) 
and the good sense of the non-official European Members of the Legislative 
A^mbly that these intrigues did not succeed and the Bill was not wrecked.

Coming now to a detailed consideration of the provisions of the Bill, I 
should like to draw the attention of tbe House to the conditions which must be 
fulfilled before a new company can be started. It is laid down that every 
company must have a working capital of Rs. 50,000. In addition to that, iti 
must make a deposit, if it is conoemed with life insurance business only, of 
Rs. 2 lakhs, one-fourth of which must be deposited before the company actually ̂ 
begins to function. In other words, a company most have at least a lakh 
rupees at its disposal before it can start work. Now, in future there are not 
going to beany managing agents. The managing agencies that are in exist*- 
ence will be terminated in three years. How, then, is this lakh that is needed 
to start a new life insurance company to be got together ? If a new company. 
is floated and at least 60 per cent, of the share money is called up, it means 
that sliares of the value of two lakhs at least must be sold before the company 
can begin its operations. It cannot be said that the conditions that have been. 
laid down are very onerous in themselves ; but, taking the circumstances in 
India as they are at the present time, it seems to me that it will be virtuaUy 
impossible for some time to come to start a new life insurance company. Thir 
obrorvation is still more true of general insurance companies. We are all 
aware of the fact that too many companies have been started during the last ’ 
seven or eight years because of the facilities enjoyed by the promoters of such' 
companies under the existing legislation. Let the law be tightened up by all * 
means, abolish the managing agencies, but find out some way of making it 
reasonably easy for new insurance companies to be started provided they haw 
a good backing and a sound basis. This is particularly desirable in the matter 
of general insurance with respect to which we are in a very backward position. 
At ttie present moment the only way in which the requirements of the law can 
be fulfiUed with regard to the establishment of a new company is that a few 
capitalists should join together, subscribe a majority of the shares and start a 
company. Now, what be the result of such a procedure ? Instead of 
there being managing agents, there will be a few directors who, by control­
ling a majority of the shares or a majority of the shareholders, wiU be able to 
carry th i^  befdre tiiem just as tbe managing agents are able to do at th& 
potBejik time. X know that the poweors of these directors will depend upon 
their having a majority among the shareholders. Apart from this, whatever

7 2 2  COUNCIL OF STATE. [1 7 t h  N o v . 1937..



their powers, I hope that they will not be able.to enjoy lu m y ,of jm|>r(q)er 
^^yantages that the maiiafging agents do ^ t present. Neveitheleffl, jbl d ic to t^ - 
qhip o f the oapitalists in the field o f insuranoi^, which will be the result 6t 
conditions that have been laid down, is not an eventuality to be welcomed b;^ 
any one in this House. . J

Now, I come to t̂ e provisions relating to the investment of t̂ e assets of 
the insurance companies. The 3ill la}rs down that 55 per cent, of the liabiU*; 
ties of the insurance companies shall invested in a particular manner. We 
have to look at this question from the point of view of the policyî holderik̂  
The policy-holder, in the ftrst place, requires security, and, in the second place, 
a good yield. How are these two requisites to be combined ? It is certainly 
desirable that a part of the assets of tl^ companies which represents the obliga­
tions incurred by them should be invested in thoroughly safe securities. But 
there are certain conditions laid down by Government which fceem to mo 
either unnecesmry or too stringent. I shall give an instanoe. With regard 
to non-Govemment securities, it was laid down that money can be invested 
in them only if they are approved Beciiiities, that is, if they have been guaran*: 
teed, not merely with regard to interest, but also with regard to capital, by the 
Government. In this connection I should like to discuss the portion of Gro- 
vemment securities themfielvcs. There are Government securities on which; 
we can get only a particular rate of interest. But their value is not fixed. 
If we buy Government paper, for instance, there is no guarantee that if in a 
few years or even a few months wo sell the paper, we still get back all the money 
that we have invested in it. Government paper can depreciate as much aa 
other securitios. Of course, its value can never disappear wholly. Govern­
ment paper has certainly this advantage over other securities that however 
much its value may depreciate, it can never be extinguished. But there are 
many other securities of an ofiicial character which are in the same position 
in this respect. Take, for instance, the shares in Indian railway companies, 
the interest on which has been guaranteed by the authorities. There is no 
guarantee certainly as regards the payment of the principal, but, as I have 
pointed out, there is no such guarantee in the case of Government paper either. 
Why should then the insurance companies be prevented from investing their 
money in shares of railway companies the interest on whi6h has been guaranteed 
by the Secretary of State ? If they are allowed to do so, they will earn a 
higher rate of interest than they will in other securities. This will be to the 
benefit of the policy-holder who will get a higher bonus and no harm, it seema 
to me, will accrue thereby.

There is another thing too which requires the attention of Government. 
The more reputable companies or the companies with larger resources have 
constructed buildings for their head offioes, and in many cases for their branch 
ofi&ces also. Now, it is true that the value of land can go down, but does it 
go down any more than that of Government securities ? Looking at it from 
this point of view, there does not seem to me any adequate reason why 

allowance should not be made in this connection for the value of the build­
ings. If it is thought that too much money may be locked up in the head office 
and branch office buildings, lay down some limit or take into consideration 
only the value of the head office buildings. But it seems to me only fair that 
some consideration ought to be paid to the money invested by the insurance 
companies in the buildings that they have erected.

One o f the moPt im portant provisions in the B ill relates to the position 
of agentp. I for one am  glad that the agents axe in future to be l ic e n ^ , 
and their commiaaion is to be fixed. I will not aay anything with regard to.
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tĥ  of the oommiŝ on̂  filed for life insuranoe work and general inautan66 
work, bedauae the Honourable the Law Member has him^lf made it plain 
that be woiuld be prepared to move amendments in order to reduce the com­
mission for general assurance work from 30 to 15 per cent, and for life insuranoe 
woik £rom 45 to 40 per oeat. This appears, in my opinion, to be highly desir­
able, for I bee no other way in which the syftem of giving rebates can be brought 
to an end. Government are frequently asked to stop the system in the case 
of shipping oompaniefi, but they always bring forwa^ the plea that it is im­
possible tor them to take any Mtion as owii  ̂ to the cate with which checks 
ow be evaded the action will be entirely ineffective I am glad that my 
Honourable friend the Law Member, undeterred by such fears, is trying to 
jmvent the practice of giving rebates to f >olicy-holders, the evil of which is re- 
c^nised on all hands. But how is he going to check this evil ? He has pena­
lised not nterely the giver of rebates but also the receiver. It is obvious, 
therefore, that the receiver of a rebate can never be induced to give evidenee 
against an agent who gives the rebate. It will consequently be very difficult 
to enforce the law. The only way in which we can provide an atmosphere 
which will be favourable to the enforcement of the law is to keep commissions 
at a reasonable level so that the agents might not easily be in a position to 
give rebates to their clients.

Before I pass on from this subject, Sir, I should like to refer to clause 
38A which deals with agents who have served an insurer continually and 
exclusively for at least ten years. I am glad that something has been done to 
give security to agents who have been in the employ of insurers for a certain 
length of time. But I doubt whether the provision made in clause 38A is 
quite equitable. The value of an agent’s services to a company depends not 
merely on the length of time during which he has served it but also on the 
amount of work that he has been able to bring in. Now, it is quite possible 
that an active agent may, in the course of five or six years, bring in insurance 
work of the value of, say, Rs. 4 or Rs. 5 lakhs. This work wiU entitle him, 
roughly speaking, to renewal commissions of the monthly value of Rs. 100. 
Is there any reason why this active agent should be penalised simply because 
he has not served his company for at least ten years ? Take the existing prac- 
tioe of the companies in this respect. I understand that when an agent of 
theirs has been active and been able to bring them policies of a fairly large 
amount, they continue to give him renewal commissions even though he may 
not have served them for ten years. It is true that the measure before us 
does not prevent them fron continuing the existing practice, but 1 am afraid 
tliat if clause 38 A iB passed as it is, the conditions laid down by it will become 
general and that the practice at present in vogue may oease to remain in opera­
tion. I aak my Honourable fdend the Law Member to reconsider this matter 
smd see whether he cannot reduce the period of ten years so as to do more 
justice to the interests of the agents than the clause in its present form does.

And now. Sir, I would like to say a word about managing agents. I will 
not fay muoh on this subject becatise there n all but unanimity in this Route 
with regard to the desirability of abolishing them. But I am tempted to make 
a few remarks because of the observation̂  that fell from my Honourable 
friend Mr. G. S. MotUal yesterday. He pleaded for the manaiging agents. He 
said they were in the same position as other successful people who earn large 
suths of money in the professions or businesses in which tb^ are engaged. I 
acin jafraid that I cannot take the M ime v ie w  of the matter that he doeŝ  I 
liave Bome, though a very brief, lexperience o f  the way in ii^ioh the syBtem o f
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managing agenoies operates. There are first of all, Sir, the managing agentŝ  
oontractp. These contracts, as the Law Member has pointed out morei^an 
once, are of such a character as to make the managing agents all but irromove- 
able; The shareholders are r^arded as belonging to a kind of criminal tribe 
who have to be kept in order by the managing agents. Now I am glad that tbe 
Honourable the Law Member takes a very different view ot the matter and 
thinks that it is not the shareholders but the managing agents whose conduct 
deserves to be watched. Again, Sir, it is not merely that tbe contracts are 
objectionable. The manner in which the managing agents appoint the direc­
tors whom they are entitled to nominate is equally objectionable. Directors 
ate nominated apparently firom among people who possess the necessary 
qualifications. But I should like to tell the House how the nominated dire ctors 
are enabled to acquire the qualifications that a director should possess. The 
obliging managing agents transfer shares of the requisite value in the name of 
a person whom they wsent to appoint as a director. This may appear an act 
of generosity on their part; but, Sir, as soon as the transfer has b^n effected 
in the books of the company with which the managing agents are concerned̂  
the director is asked to re-transfer these shares to the managing agents.

T h b  H o n o u b a b l e  t h b  p r e s i d e n t  : T h e n  h e  w o u ld  b e  d isq u a lifie d  

from v o tin g .

T h e  H o n o u b a b l b  P a n d i t  HIRDAY NATH KI7NZRU: But, Sir, 
the re-transfer is not registered in the books of the company. It is a henami 
transaction which it is impossible for any law to get at. My Honourable 
friend the Law Member has changed the law relating to Indian companies, 
but I do not think that even the changed late will be able to remedy this abuse. 
My Honourable friend I am sure would have taken steps to check this abuse 
had he been able to do so. H e  as a lawyer has I suppose lived all his life 
among evil-doers ! (Laughter.) If the House regards this as an exaggera* 
tion, I think I shall be on safe ground in saying that he has associated more 
with habitual breakers of the law than any other Member of this House ! H e  
is therefore in a better position to know their tricks and to understand the 
ways in which they can be managed. But the fact that there is no provision 
in the new Indian Companies Law to check the evil I have referred to shows 
that my Honourable friend has found it uncontrollable.

Sir, the illustrations that I have given will convince any impartial man 
that a system which gives rise to such grave abuses deserves to be brought to 
an end and to a speedy end. But there are certain respects in which in my 
opinion the law ought further to be tightened up. Now, the Bill provides 
that no director or responsible officer of an insurance ccmpany should be able 
to obtain a loan for any company in which he is a director or partner. Now 
this provision is good in so far as it gees, but 1 have known of cases in which 
money was advanced to concerns in which the managing agents or the manag­
ing direotoî  or the directors were vitally interested, although they did not 
hold responsible positions in those concernis*. I cannot cite names, else I 
could have given more than one illustration to show that concerns virtually 
under the control of a managing director or a director of a company have re­
ceived loans, and large loans, from the insurance company managed by him.

T h e  H o n o u b a b l b  t h e  PRESIDENT: T h a t  h as now been p ro h ib ite d  

u n d er th e  n e w  C o m p a n ie s  A c t .

T h e  H o n o u b a b l b  P a n d i t  HIRDAY NATH KUN^RU; Well, I should 
be very glad to be told autholritativoly thart. that has been prevented; but



[Bandit Hirday Nath Eunsra.]
that will be again a sort of benami transaction unless the directors are required 
to state befcure they give a loan to any concern that they do not control it or 
that they are not financially interested in it.

T h e  H o n ou babls  th e  PB£SIDENT : They are prohibited from g iv ­
ing loans to aiiy concern under the new Companies Act.

T he H onouhable Pan d it  BIRDAY NATH KUNZRU; Well, I am 
very glad to learn it, but I was told, Sir, t^t there were loopholes, and that is 
why I ventured to bring this matter to the notice of my Honourable friend 
the Law Member.

Now, there are just two dr three small matters which I should ask ray 
Honourable firiend to consider before I sit down. Oni relates to chief ag^ts. 
My Honourable friend the Law Member while insisting on the desirability of 
ĉontrolling commissions, said that he did not see how a chief agent could be 

so defined as not to rope in persons who ought to be allowed full liberty to 
carry on the insurance work in which they are engaged in any manner they 
like. Another reason which he gave for not limiting the commissions of chief 
agents was that such a step would hurt the best interests of the newly started 
companies. Now, let me deal with the second objection first. I quite recog­
nise the force of my Honourable friend’s contention. But the Bill already 
allows the younger companies to offer higher oommiisions than the older com­
panies. If the same procedure is followed in the case of chief agents, a reason­
able latitude will be left to the younger companies whose interests we are all 
desirous of protecting and of promoting. But if this is not enough, com­
panies of less than ten years’ standing can be excluded from the scope of the 
restrictions under which the chief agents will work. This ought to be suffi* 
cient to meet the interests of the younger companies. Now, as r^ards the 
definition, the Bill already refers to persons who are not merely licens^ agents 
but who for the purpose of insurance business employ such agents. Now* this 
language, it seems to me, will serve our purpose. It is not necessary to use 
the wo^s ** chief agents ” in order to give effect to the object that we have 
in view. I am no lawyer and I will certainly bow to the authority of my 
Honourable friend the Law Member; but as a layman I do not see why the 
phraseology used in clause 35, sub-clause (1), of the Bill, should not be equally 
effective if used in another sub-clause of the same clause. I hope my Honour­
able firiend the Law Member wiU tell us why this phraseology cannot be used 
in dealing with chief agents when he rises to reply.

Another point which I would like him to consider relates to agents. He 
wants to fix the remuneration of licensed agents. This is an object with which 
we all agree, but I am afraid lest this provision should be violat^ by insurance 
companies by a simple device. The agent m\y be shown as a clerk in their 
books, but may not actually be doing the work of a clerk. In order to check 
this evil as far as possible, I think it should be provided that no insurance 
agent should be a clerk in the company which he serves as an agent. This I 
think is a simple device which will prove thoroughly effective.

The last point which I would Uko to urge relates to mutual insurance 
companies. My Honourable friend Mr. Râ midas Pantulu referred yesterday 
to the case of co-operative insurance societies with reference to clause 3 A of the 
Bill. This clause as drafted at present allows only provident societies to pay 
on  any policy of life insurance an annuity of Rs. 50 or less or a gross warn ctf 
tiB, 500 or less. My Honourable friend Mr. Rjimadas Pantulu pleaded that
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^oo-(^ratiye insurance sooieties should like provident sooieties be excluded 
'frooi the purview of this clause. I plead for a aimilar exemption for mutual 
iQ0uranee companies. They deal with small sums, sums smaller than Bs. 500, 
in the interests of very humble people who could not possibly think of getting 
their lives Insured for Bs. 503 or for any sum near it. It wiU be a pity if they 
are prevented from carrying on their business in the interests of the poorer 
sections of our population. This Bill deals with the middle class and the lower 
middle class. It do33 not provide for the poorer people, the men with small 
resources who perhaps are in greater aead than their more fortunate fellow- 
beings, of making some provision for themselves and their families. Govern­
ment have a Postal Life Insurance Fund. That is restricted to Government 
servants. Now, I see no rê soa why provision should not be made in connec­
tion with this Fund for the insurduce of people of small means. Government 
took Bteps aome tim3 ago to get money from the poorer people by inducing 
them to take out postal cash ceruificates. In other words, Government wanted 
to entourage siving on the part of the poorer people for its own needs. Now, 
thî  insurance work toD encourages saving and should therefore on principle 
have the support of Government. If Government are willing to take the 
money of the poor main and enable him to earn a good return in order to meet 
their own needs, I see no reason why they should not utilise forms other than 
postal cash certificates in order to encourage the habit of living among the 
poorer people and to enable them to mike provision for themselves and their 
families. This, I know, Sir, is a large question and does not come within the 
purview of the Bill, but it is a matter to which I think it necessary to draw the 
attention of Government. These are d%ys when wa have to think more and 
more of the underdog who has been neglected for a long, long time. Most of 
the unrest that we see in this country is due to the consciousness, the new con­
sciousness, among people whose rights have remained uncared for so long. I 
hope that Government will in future iaoreasingly attend to the needs and 
wants of this class and show that as the guardians of the interests of the country 
they consider it their duty to look impartially after the interests of all classes.

But, Sir, however this may be, for the reasons I have just pointed out, 
I hope my Honourable firiend the Law Member will see his way to granting 
exemption to mutual insurance companies from the purview of clause 3A.

Sir, I do not wish to take the time of the House any more. I anl other 
Members have pointed out defects in the Bill and have asked for numerous 
ûnendments. But let m̂  say once m3re that nothing can detract from the 

merit of the Bill as it stands at present and that my Honourable friend the Law 
Member is entitled to every credit from Mdoaiberd of this House and from the 
Indian public at large for the sbranuDus.ani honest efforts that he has made in 
order to protect the interests of the Indian public, to raise our self-respect and 
to prevent abuses which in the long ran raioil on th3 heads of business men 
themselves. (Applause.)

Thb H o n o u e a b lb  Bai Bahabub L a la  BAM SABAN DAS (Punjab : 
Non-Mihatnaiadan) : Sir, I rise ta support the Motion which has been made 
by the Hoajurable the Law Mamber. The existing statutory law in British 
Inlia with regard to insurance is contained in throe statutes,—the Indian 
Life Anuranoe Conpanies Act, 1939, the Provident Sooieties Act, 1912, and 
the Iniian Insurance Act, 1923. Tae Aot of 1912 was largely an imitation 
of the Ei?Ush Aot of 1939. Taough, Sir, after 1939 a great many changes 
were mile in the Eâ lish law, in Inlia no progress was midê  notwithstand­
ing the hue and cry and the representatioî s that the Indian public n̂ ade
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in this ooimeotioii. It aeems, Sir, that the Government of India wasitM 
to await the findings of the dattson Oommittee which the Britidi Government 
appointed in 1925. In 1925, the Government of India introduced in the 
Aimmbly the Insurance Bill in a more comprehensive form. For reasons 
unknown, although the people guessed that the Govemmmt of India was 
rather afraid l^at the discrimination against British interests may not be 
imposed by the Legislature, that measure was withdrawn.

Sir, since then the business of insurance has increased firom year to year. 
In the wake of this progress quite a large number of weak companies, genomlly 
named as mushroom companies, rightly or wrongly, have also come into 
existence. The jNresent Act does not provide for proper supervision of eithw 
life or general insurance companies nor does it provide for the proper control 
of the working of non-Indian companies. At present the non-Indian com­
panies can come in at their sweet and commence business in India with­
out making any deposit and without any restriction. The situation has grown 
such that a revision and extension of the present law has become necessaiy. 
I therefore congratulate the Honourable the Law Member and his able assis* 
tants, Mr. SusS Sen and Mr. Bartley, for the measure which they brought 
before the Assembly and which they have successfully piloted there.

Sir, we hear a lot of things about certain insurance companies. We 
hear, Sir, that confidential ledgers are being kept and entries from ordinary 
ledgers are being passed to it and those ledgers are only shown to the auditors 
who are appoint^ with the consent of the manag^ent concmied. We 
also hear that directors and managing directors draw travelling allowance 
beyond reason from the company. People say, Sir, with regard to certain 
insurance companies that even the relations of the directors, their fitmilies, 
including children and their wives, draw travelling aQowance whenever they 
are travelling. Entertainment allowanoes amounting to several hundreds 
of rupees per month are paid to the directors for entertainment purposes. 
Loans are indiscreetly given by the management to certain officers of the 
insurance companies in order to prev^t them from giving away certain in­
formation which is not in the interests of the authorities concerned. I hope, 
Sir, the Honourable the Law Member in the present measure will see that 
such inroads on the funds of the cohipanies are stopped and that some measures 
are adopted in the rules by which unreasonable expenditure may be stopped̂

Sir, as far as the appointment of the Superintendent of Insurance î  
concerned, I hope the Government of India will accept the amendment which 
is being moved in this House and which provides that the Superintendent 
need not be an actuarj\ Sir, there is a great dearth of Indian actuaries in 
India and we find that such actuaries of experience are only a few. Sir, 
actuaries can be employed to assist experienced Superintendents who have 
behind them the insurance exi)erience of 15 or 20 years. As the policy of 
the Government of India seems to have been changed as regards Indianiza- 
tion the claims of Indians will be neglected when filling this post and when 
suitable Indians of experience and ability are available, Sir, only an Indian 
should be appointed to this post.

Sir, going into the various sections of the Bill one finds that povision 
is made for the registration of all companies, Indian and non-lnmatn. lit

connectk>n I find a small omSssion and it is this, timt no power is retain^
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for refusing regiBtration or cancelling registration in the case of ^mpshies 
miiich repeatedly ignore and fail to comply with the provisions of this Bill. 
My friend) the Honourable Mr. Bamadas Pantulu, observed that those oouatrie& 
wUch discriminate between their own subjects and the Indiana, their in­
surance companies should not be allowed to work in India. 1 quite agree 
with his views, even though such countries may allow an Indian insurance 
eompany to work in their countries, as a protest against general racial discri- 
:xiiination of Indians there.

Then we come, Sir, to the question of the investment of funds. An 
insurance company, Sir, a sort of a bank and in some foreign countries 
insurance companies are classed as banks, as it is the sacred duty of all banks, 
wkether they be ordinary banks or insurance banks, to support and encourage 
the devek>pmmt .of commerce and industry in their country. The BiU as 
it emerges from the Legislative Asaeî bly restricts 55 per cent, of companiee’ 
investments to be invest in Government securities. Sir, some years back 
Oavecnmeoit securities were giving a vexy good return. I remember the 
time when Government seourities were giving as much as 5| per cent. Then 
as money began to grow cheaper, the rates fell and now we fiiid it is as low as 3 
pOT cent. 1̂ , Sir, the new insurance companies in particular will find it difficult 
to give a good dividend to their shareholders as w^.as a bonus to their policy- 
liolders. As long as Government is satisfied that certain stocks are go^ 

12 NOON that certain companies have given a good dividend
‘ for many years past and their reserves are big enough,

Government ought to reduce such percentage and bring it to 45 per c«t. 
to enable the insurance companies to invest some of their funds in the com­
merce and industry of their country and to get better returns for their money. 
I would also like to say that as the rebates and commission to the agents 
and to the middlemen are either disappearing or are being greatly reduced 
by lower percentages, Government will see that the rates of insurance pre- 
Hdium is similarly reduced by the various companies concerned. At present, 
when companies can afford to give these big rebates and commissions and 
discounts to the middlemen, they can easily afford to reduce their premium 
rates. As regards the general companies we find that their growth in India 
has been very meagre. There has been unhealthy and keen competition 
&om foreign companies and which greatly hampered the growth of the Indian 
companies. So, I would urge upon the Government to see that, as far as the 
general companies are concerned, hard restrictions are not plac^ upon them. 
My Honourable frimd Pandit Kunzru has observed that debentures or shares 
of those railway companies whose interest is guaranteed by the Government 
be taken on the approved list. That is a very reasonable proposal and I 
£uad that when the Government feel so certain. themselves as to guarantee 
interest on their returns they cannot in face of this fact treat such security 
as not sound and acceptable. My friend Mr. Motilal while talking on this 
Bill observed that loan scripts of certain approved States be also included 
in the list of approved securities. I realise that there are difficulties in doing 
so but Government can surmoimt them. Those loans which are considered 
to be sound and are always in demand in the various Indian markets be added 
to the approved list. I realise that to differentiate between one State and 
another is rather a delicate and thorny problem but as far as debentures and 
State paper are concerned, the index of the demand for them shows the public 
confidence in them, owing to the soundness of the State concerned. He has 
rfso suggested that before arriving at the percentages for investment the 
value of Insurance-owned branch offices and head office buildings ought to 
Jbe considered, as it is a sound proposal.
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I should like the chief ag^t to be defined, as in the present BiU there in 

no propw definition of a chief agent. I disagree with some of the speakers 
who have spoken against the managing agents and who have deprecated the 
services rendered by them. I know that there are managing agents and 
managing agents. Certain managing agents have render^ great service 
to the insurance companies which they have successfully floated and success­
fully worked. I know that in certain new insurance companies the subs;irib* 
ersto the shares of the company have been advanced from the company the 
amount of capital that they have subscribed. Under the provisions of the 
present Bill, snt̂ h companies will either dî Appear or they will establish them- 
sehnes On a sounder footing. So as far as managing agents are concerned, 
certain companies have been fioatekl iilmost at the same time and the ones 
managed by able and experienced managing ajfzents haVe succeeded wM 
while others have generally fiE^  ̂ for want of sound management. As far* 
as the general insurance companies are concerned, I would l&e the Goverti- 
ment India to give them assistance whenever they can to place business 
with themi.- There ai« goOd and ^und inihirance companies d<̂ ng fife bdsi- 
ness in India and those Indian conipanied should have the insurant which 
the Central and Provincial Governments control. In other couhtrî , the 
national insurance companies have the first claim on Oovemnient patronage. 
I would not like to prolong my speech as the Honourable ther Law Member 
is not feeling well. 1 reserve for the remarks when the House deals with the 
amendments. I simply wish the Honourable the Law Member to accept 
at least those amendments which are sound and which ought to be accepted.

T he Honou rablb  Sir  NRIPENDRA SIRCAR (Law Member) t Sir, 
I propose to deal shortly with the important points which have been raised 
in this House with reference to the BiU. The pride of place must go to Sir 
Phiroze Sethna as he was the first to address tte House. Before I meet any 
of his arguments, I will place some information before this House so that 
my arguments in reply may be intelligible. The Canadian representatives 
were at Simla, as my Honourable friend knows. They had several inter* 
views with me and there were also discussions, correspondence and so on. 
But in order that I might not be guilty of doing any injustice to tlie Canadian 
cause, I requested them to put down in writing their answers to five or six 
questicms with which they were served, and they very promptfty complied with 
that request. I would read out to this House two of the questions and the 
answers before I propose to deal with my Honoiurable firimd’s arguments. 
Shortly speaking, Canada has no case at all, but it has a redoubtable, a per­
sistent and a respected advocate. One of the questoons which I put to the 
Canadian representatives was this, and I may inferm the House that this 
question was put to and was answered jointly by the two representativte 
of the two big Canadian companies, the Sun and the Manufacturers. The 
question was :

** What are the diffioultioe and objections to your oompanies keeping in India OAsets 
as required from BritiBh oompanies by Canadian law ?”

That was probably an inconvenient question and the answer was;
The fundamental principle underl>ing influr̂ uioe is to spread the individual risk 

as widely as possible and thus reduce the individual loss to a minimum by having it borne 
by th0 tnany. It is, therefore, esseiitial {m are now earning to the operative part) for in- 
sttranoe ecmpaciim to be able at short notice to centralise sufHoieatly at oom io most 
any epidemic, calamity or unfoieeeen cpntiagency which may arise in any parttoular 
•ountry **.

7 9 0  OOUNOIL O f m X H . [1 7 t h  N o v .  1937.



Here 1 pause for a moment. The argument is based on what is called tbe 
desirability of this fluidity and mobiUty,— rather mouth-filling wor^. But 
the question naturally arises, why Gana  ̂ did not consider the question of 
fluidity and mobility when it wanted foreign companies to keep assets there ? 
I shaU come to that in a minute. But pausing here for one second, the main 
objection is— I do not brush away that argument but to realise its importance, 
which, I say, is not much in its application to the tacts of this case—that 
our funds should be kept centrally at one place and they shoidd not be split 
up so that they may remain in a mobile condition. If there is an epidemic 
in India and it takes away five lakl)s of insured people, they will require large 
sump of money which they can take from the central fund and bring it to India. 
Of ooiu*s6| when Canada proceeded to legislate for foreign countries, it assumed 
that the?e will be no epidemic in Canada, the epidemic being a monopoly of 
India and of other countries.

Let ua come to question No. 5 which is still more specific :
“  ynder the Canadian Law, 22 and George V, Chapter 47, a British company in 

Canada has ' at all times to maintain aa^ets in Canada of an amount at least equal to its 
liabilities to poliey^holders ki Canada incKiding matured olaimB and the reserve for out­
standing poU i^  in Canada requixed binder this Aot to be included in the annual state­
ment Can you give the Select Comnuttee any idea of (a) tlw number o f British and 
other foreign companies carrying on insurance business in Canadia, and (&) the amount o f 
aissets maintained ih Canada in oompliance with seotidn 12 T **

Honourable Members will realise tjia;̂  this section does awav completely with 
all arguments based on mobility and fluidity, Apparently, Canada wants 
mobility but wants to immobilize non-Canadians, Sir, the answer was thiiS'2

The hum her of British and other foreign'companies carrying on insuranoe bud- 
ness in Canada ( / am rww confining myself to the British companies) is life 14, fire 68, other 
olasf^ 63

Then, we come to the amount of assets maintained in Canada and I draw 
particular attention to the amounts :

“ Assets as required by the Aot (quoted in millions of dollars), that is to say, t h ^  
are the amounts which have got to be kept by British companies in order to oomj^y with 
the Canadian law, section 85. Life 36 ; fira, etc., 21

In other words, to comply with the Canadian law British companies have 
got to keep in Canada 67 millions of dollars. Very well. Then there i& a note 
which is ver\̂  significant and which rather does away with the argument 
of mobility : "

** Note,—Canada being a young and progressive covintry and a good field for in­
vesting funds at a remunerative rate of interest, both British and other foreign com­
panies have invested assets to the extent of nearly two hundred million dollars (roughly 
Rs. 55 orores) in excess of the legal requirements as shown in the above tables **.

Now, Sir, I ask Honourable Members to consider what remains of the argu­
ment based on mobility, fluidity, centralisation and ottier big words that 
are used in connection;with my friend’s criticisms ? What remains of that ? 
Absolutely nothing.

Then, Sir, I would like to state for my Honourable friend’s int'ormation 
that so far as the keeping of assets is concerned, it is not a question of retalia­
tion. , Why does Canada want assets to be kê t there by British companies, 
by |n4ian companies and by German companies ? Is it on the pimciple Of 
retaliation ? Does Canada want to retaliate against Great Britain 1 No, 
obviously not. Canada loo^s tp the intereets of the Canadian policy-holder 
ai]id t̂ anada wants to see th4t the fimdii are kept at the spot in a fluid form.
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That is the whol& thing. The interest of the Canadian policy-holder ift supreme 
and there is no question of retaliation so far as the Canadian legislation is 
oonoemed. If that ia ao, why should the word “ retaliation** be thought 
of in oonnection with the provision in this Bill which ia exactly the sam̂  as 
the Canadian provision subject to a certain exception as to the nature of 
permifiaibie securities which is to be found in the Bill.

Another argument which was advanced by my Honourable friend Sir 
Phiroze Sethna was this. It i9 quite true that you have copied the Canadian 
law but in Canada an Indian company will be allowed to keep if not the whole 
at leaf>rt a part of its aasetp in Indian securities. Why should you not allow 
the Canadian securities to be accepted in India ? Well, Sir, one has got to 
consider this. If we make that rule, then Canada may be a favoured child, 
but we shall have to take South African securities, New Zealand aecuritie?, 
Argentine securities, Italian securities and Japanese securities. Why should 
we do that 1 And bow do you know that any Australian security or New 
Zealand seourlty or Honolulu aeourity will have a ready market here ? If 
the money ia to be kept here so that, if the need arises, the policy-holderB 
can have recourse to it, surely we must have aecurities which are easily sale­
able here, and it is idle for my Honourable friend to expect that in the statute 
we shall say that securities of foreign countries— barring Great Britain̂  of 
course, which is not dealt with as a foreign country—will not be accepted 
but that an honourable exception will be mad  ̂in the case of Canada. Then, 
Sir, do these Canadian companies really find any difficulty in complying with 
our requisition ? To find that out, I put two more questions to them:

QuesHm one :
I f the Canadian law as to the keeping o f aseets k  enfort-od in India, what amount 

o f securities will have to be kept in India by (o) the Sun Life, and {b) the Manufacturm ? 
These two are the largeat, and their representativeB were here. Only an approximate 
idea is required

Answ^ :
“  (a) Rs. 9 crorofl (that is to say, the Sun Life has got to put in R«. 9 orores) and 

{b) the Manufaoturcra, Rs. 2 orores **.

QueaHon two :
Out of the total amounts which will have to be kept in India under such a provision^ 

what amounts are already here ?**
Answer;

** Total fundjii in India inclusive of loans and other charges on policies, Rs. 6 ororej, 
and (6) Rs. 1 crore

That is to say, the Sun has now got to find another Rs. 3 crorê  for their 
being ke pt in India, and the Manufacturers Rs. 1 crore. It has got to be 
remembered that in order to help these foreign companies, we have gone 
out of our way to include British securities so that the Canadian companies 
are not requir^ to put in their whole amount or practically their whole amount 
in Indian securities. They can buy British securities, or they can buy approv­
ed securities, according to the definition of this section. But Canada, which 
holds two million dollars of inveatments of other countries, should not grudge 
if this big company has to put in one-third more than what they have weady 
done. They are in a position to do that. As this Housei wiU also rememW, 
ttiey have been given four years, and knowing that the Act does not come
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into operation at once, they have got more than four years fOT putting in 
this amount in instahnerits. As a matter of fact, under this system, as they 
already hold Rs. 6 crores for complying with this provision, they need not 
bother about it for the next three years. That means that their first instal­
ments will be complied with without any further trouble. I submit, Sir, 
Hiat really there is no case for Canada, and I am glad to find there is no conta­
gious enthusiasm on the other side of the House as regards Canada.

Then I come to my Honourable friend Mr. Kumar Sankar Roy Chowdhury. 
1 am hot dealing with his dissertation on constitutional law ; I have no desire 
to start witb tlw Sepoy Mutiny to which reference was made, but one point 
which he made was that the foreign companies will have an advantage as they 
have no managing agents. Sir, ^is is a peculiar argument. If a man suffers 
firom chicken pox and has gbt to be segregated, his answer is, “ Well, the 
man who does not suffer from ehicken-pox gets fp0©’  ̂ (Laughter.) If 
ihey have no managing agents, if there are no evite atising from the manag­
ing agency system, in so far th’isy are concerned; why should they come 
tinder clause 27 ? <

My Honourable friend Sir Ramunni Menon complained about punctua­
tion and about 8oma paragraphs not being in serial order and things of that 
kind. 1 would not iaave referred to it at all, but if it means that t̂ e charge 
amounts to om of negligence against the draftsman, the Honourable 
Bart̂ ley, then I confess I am̂ ratber touchy nbout it. Now the explanation 
is this. If ( 3 ) was omitted, tĥ t is bdcau3d (3) ” ^ d  been deleted by 
the Assembly and our first motion which will be moved with tlie kind per­
mission of the Chair as soon as I resume my seat is to have this difficulty 
removed by re-numbering the sections in their proper tMrder, Something was 
saidi I am not sure who said that, about glaring mistakes and that possibly 
amendments will be necessary. Well, Sir, if amendments become necessary 
as a result of working this law, we shall be in very good company. If I may 
gi¥6 you an example, several other laws have been handled by men far more 
ciHnpetent than those who are in charge of this Bill. I refer to the English 
Company Law. After mature deliberation for years they had a committee, 
one of the strongest of committees they ever had, that is, the Green Committee, 
consisting of business men and of eminent lawyers and Mr. Green is now, as 
Members know, one of the Lord Justices in pngland. What was the result ? 
There was a prolonged deliberation in Parliament and then at last and after 
examination of a large Humber of witnesses the Company Law was passed. 
But within a couple of yeaî  many defects have bssn found, and if such Honour­
able Members as are lawyers will look up Buckle on Company Law, they will 
find under different sections the di^culties which have arisen, the doubts 
which have been created,* and so on. So if we have got to seek the help of 
Honourable Members again for amending this Act, we shall be in very good 
company.

My Honourable friend Mr. Parker said that there should be no interference 
with contracts. Now, as a sentiment—Î should not say as a platitude—I 
entirely concur in that, viz., that there should bo no interference with con­
tracts. Yes. But, although that is a consideration, and to me as a lawyer 
that is a very great consideration, yet circumstances may arise where even 
this consideration has got to be thrown overboard and circumstances may 
require that Certain contracts should not be treated with too much respect. 
Wiiat is hâ penin̂  all over the world ? What about debt legislation ? What 
about the sanctity of contracts there ? I promise to pay 35 per cent, per 
annum as interest. Why should I be relieved of tliat ? It does not matter
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if tlie masses go to rack and rain, it does not matter if hundreds and tbouBan4a 
of persons turn insolvent by reason of this usurious lat̂  of interest but the 
Legislature should not violate the sanctity of contract I Sir, I believe in the 
sanctity of contracts, but there is a limit beyond which it ought not to go. 
(Hear, hear.)

My Honourable friend Mr. Pantulu referred to the difficulty created by 
Exchange Banks because they would not accept policies issued by Indian 
eompanies. Now, 1 think that the little book, the report of the Advisory 
Committee, is in the hands of Honourable Members— m̂ay I ask him to look 
at it and to find out if 1 am correct in suggesting that 1 put a question my* 
self to Mr. Duff, and he admitted that the difficulties with the Exchange 
Banks at the present moment are nothing like what they were before t W^, 
if there is some difficulty, it is not because one company is an Indian and 
another is a non̂ Indian, tot it is obvious that when a guarantee of solvency 
is wanted, the bigger man has a puU over the smaller man. For instance, 
if somebody wanted a guarantee for Rs. 5 lakhs, 1 shall have no grovanoe if 
he accepts my Honourable friend Rai Bahadur Lala Ram Saran I^s in pre- 
ferenjDe to myself. That is the position, Sir. But I was surprised at hia 
statement that unfair competition had been proved. I think I said in another 
place that the evidence made it perfectly dear that nothing had been proved. 
I say it has neither been proved nor diflproved, but to say that it has been 
proved is entirely against the weight of Mr. Duff’s evidence; and again I 
would ask my Honourable friend to read the questions which I myself put 
to Mr. Duff at the end of his examination by other witnesses. I asked him,— 
I am not quoting the exact words but I think the substance is there,—‘• Mr. 
Duff, the position tĥ n is that at the present nloment you are not able to 
prove any of your charges of unfair competition against foreign compaiiiei, 
and your case is that provided they come out with their books of account 
and give us further information, I shall be able to make out a case V* Tha 
answer was, “ Yes Therefore the position is that ilo case of unfair com* 
petition has been proved. But that does not mean that it does not exist. 
It may exist or it may not exist . But I protest against the statement that 
it has been proved, because reading the evidence as a whole and having paid 
attention to Mr. Duff’s evidence we all came to the conclusion, at least I oame 
to the conclusion, that it could not be said to have been proved.

Then a small point was raised by my Honourable friend Mr. Pantulu 
and he asked me to give him an answer as to whether a clerk who is engaged 
in the office and is ateo allowed to work as a licensed agent can get his salaiy 
as a clerk on the top of the percentage of commission which is aUowed by the 
section. As I read the section, the language is : .

“  No insurer..............shall.............. psy or contract to any remoneration o p  l e -
ward whether by way of commission or otherwise for soliciting or procuring insuranoa 
business..............to any person except an insurance a^nt licensed under section 37 etc.
Therefore that remun^tion is for his procuring or soliciting insurance busi­
ness. If you make him do the work of a clerk or ask him to husk yoor paddy 
at leisure hours, that is not surely roped in by section 35. That is my read­
ing of the section.

My Honourable friend Mr. Hossain Imam started with the complaint 
that tUs House has not been fairly treated. Sir, I plead not guilty to the 
charge, and I can assure this House that there was not the sl^test d^iro 
to offer any disresjiect to this House, and Government never proceed^ w  
tlie assumption that the powers of this House are limited as a merely advikii^
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chaxnber or anything of that sort. I rather expected that m y Honourable 
friend Mr. Hoeeain Imam would acknowledge that on the adviaoiy committee, 
that 1b to say, in the earliest stage, we had a Member from this House, the 
redoubtable Sir Phiroze Sethna, while no Member of tiie other House was 
accepted.

T h e H o n ottea b le  Mb. HOSSAIN IMAM (Bihar and Orissa : Muham­
madan) : That was in his special capacity, Sir.

T h e HoNOtJiiABLE Sm NRIPENDRA SIRCAE : There were Members 
of the other House who have that capacity as weU.

T h e H o n o u r a b le  M r. HOSSAIN IMAM : I doubt, Sir.
T h e  H o k o u iu b le  Sir NRIPENDRA SIRCAR: The Honourable 

Member may doubt, but what about Mr. Chapman-Mortfmer of Messrs. Bird 
and Co., who axe connected with insurance for years ? I am not going to 
compare one person with another ; it is quit/e possible that Sir Phircize Sethna 
is more eminent than these others.

The HoNOTTRABLifi Mr. HOSSAIN IMAM : He has one-third of a cen­
tury's experienoe of insurance business. ^

T h e H o n o u r a b le  Sib NRIPENDRA SIRCJAR : So has Messrs. Bird
and Co. But starting with Company Law Oovemment have aiWatys tried̂  
I have personally tried, to induce the other House to agree lio a joint sele  ̂
committee. I have failed ; that is my misfortune, btit it is not out of any 
spMt of disrespect to this House. It is no question of the CongresB,—my 
Wend mentioned the Congress ; but every party objected, barring poffiibly 
the Eurox)ean Group, I am not sure. I am not responsible for that ; I regret 
it and I very much wish-----

T h e  H o n o u r a b le  M r. HOSSAIN IMAM : Did not even Government 
oflSoials object ?

T h e  H o n o u r a b le  S ir  NRIPENDRA SIRCAR : Why should they 
object ? When I say I was trying for it that means that I was not only not
objecting but I was tr)ring to get it.f
’  T hk H o n o u b a b u !  Mb. HOSSAIN IMAM : These two had the majority 

in the House on that day,— t̂he offioials and the European Party.
T h e  HoNouBABUBi Sib NRIPENDRA SIRCAR : My Htmourable friend 

has got to visualise the situation. Supposing we carry by a majority of three, 
with what spirit will this joint team work ?

Hien my Honourable friend’s next point was that the managing agenoy 
should be for two years. That wei diall object to, and for this reason, that 
whereas all that has been said about managing agency has been ctmsidered 
and we have provided in section 27 as to what is to be done to them, at the 
same time reasmable timie must be given in the interest of the oompazuee 
themselves to adjust their affairs. Managing agmts have been handling thdr 
afiPairs for years and years and now that they have to go out and theiie is to 
be new maniagement, I submit that three years’ time is not too long, reman- 
boring the reatrictitHi vhitdi has been put on them «ven as regards the )!•- 
munerotion. But my Honourable friMid Mr- Hossain Imam will paa4tn
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my saying that this statement that the case of policy-holders went by default 
is an astonnding statement. If he will only read the last page of*my final 
speeoh in the other Honse, he will find what has been done for the policy­
holders. Who represented them ? No policy-holders’ association was there 
but not only Gk)vernment but, it must be said that most of the sections if not 
all in the o^er House were fighting hard for the policy-holders ; and all these 
provisions, namely, these l^ er deposits, working capital, investments, pre­
venting insuranoe companies from ^pudiating or challen^g policies, re­
presentation of policy-holderŝ  etc., all have b ^  put in,—I \̂ 1 not repeat 
them seriatimy—for the benefit of the policy-holders ; and it is idle to suggest 
that the case of policy-holders has gone by default.

T hb H onoxtbablb  Mb. HOSSAIN IMA  ̂: Sir, pn a matter o f  personal 
explanatioix, I referred only to the Honourable MeiDLW*̂  .speech in open̂  
ing the adviî ry committee where he ht),8 stated that he wpidd consult evî  
dmee on this point. Therefore I said he did not consult .policy-holders.

T hb  H o n o u b a b lb  S ir  NRIPENDRA SIRCAR : As a matter of fact 
I had before me not evidwce on oath and not evidence tâ eu before the ad 
vifiory committee but I had various representations mâ le on b^alf of the 
policy-holders. I myself selected some persons who I thought would be able 
to give me information from the point of view of poUey*holders, I corres- 
pcmded with them and I caa iLssure my Î onQurabjie bvmd and this Hoŵ e 
that I did all that was huj|aumly possible. AU that I wish to point out is 
this that without troubling ourselves wilii the question whether there haa b ^  
m j de&ult or not, 1 aê  thia House and my Honourikble friend to realize and 
to recognize that all that is possible hss been really done for the policy-holder. 
That is my submission.

Then my Honourable friend Mr. Sapni, and I believe at least two other 
speakers, referred to the question of the Superintendent being on actuary. 
&r, one has only got to see whether he sliould or should not ^  an actuary. 
If Honourable Members wiU turn to section 20 they will find that among 
other duties liis duty is to scrutinize the actuarial reports of others ; that 
is to say, he has got to sit in judgment over reports made by other actuaries. 
Is it possible that a man without any actuarial knowledge wiU be able to 
discharge that duty ? That is the consideration which haij influenced Gov­
ernment to insist on the Superiî teî dent being an actuary.

Then, Sir, my Honourable friend Mr. Motilal had som^hing to say about 
managing agents, and I sympathise with my Honourable friend’s very delicate 
position. A)3 a member of the Congress with sympathy for the masses atid 
out to down the wretched capitalists, for him also to put in a good word for 
the managing agents occasionally was rather a difficult situflition. But he 
managed.it so skilfully that nothing but admiration has been evoked from 
me. Beoanse, his Argument beilg down to this : Some of the managing
agents are good people, many of them are good people, they are by no means 
so bad as you seem to think they are, but I do not propose to go against the 
provisions which you have laid down for strangling these good people That 
is tlie argument, Sir, I accept.

Then, my Honourable friend Mr. (3iettiyar wants the seeurlties of Travan 
ooro, Mysore and some other States to be included. He told m that these 
States ore very solvent. But tliat is the kind of enquiry which we do not 
Mke to mdulge m. if to-morrow seonrities are isenî  by States A, B, C, D
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liud E, Govemmeat. tthould be unwiUiM to compare tĥ  aoly^y of St»te A 
with that of Mysore and then say, “ We shall accept Mŷ ô e but decline 
Kathiawar and we decline this State or that State because they are not so 
good as Mysore I afraid, Sir, we cannot accept that suggestion.

Then, my Honourable friend, Mr. Susil Kumar Roy Chowdhury raised 
some points, two of which I shall deal with. One does not really touch the 
Insurance Bill. He referred to me as an ex-member of the Bar to which he 
has the honour to belong. I protest against the term “ edr-member Is 
he going to prevent me from xxraotising there actually ?

T h e  H oN O U B iB L B  Me. SUSIL KUMAR ROT CHOWDHURY : I
said, “ ear-Leader

T h e  H o n o u b a b l e  S ib  NRIPENDRA SIRCAR : I beg your pardon. 
I stand corrected.

His next point was that the investments should be 50 per cent. Well, 
there again, why 60 per cent. ? Why not 48 per cent. ? If I had a reaaonable 
ehance of changing it, I will not agree to 60 per cent, but I will make it 66| 
per cent. I wS tell my friend what happened. A kind of Dutch auction was 
going on. The Select Committee suggest  ̂100 per cent. When some members 
of the Select Committee came back home, they were besieged by insurance 
agents who asked them, For heaven’s sake, what have you done V They 
said, Well, see how you can get oiit of i t T h e n  a Dutch auction began. 
They said, “ Why not 30 i>er cent. I said, “ Why not 96 per cent. ?” 1 
rather stuck to 66| per cent. But when I found at the Conference that I 
could not carry that, I unwillingly and with great reluctance accepted 60 
per cent. Theoretically, every insurance company ought to be ready with 
100 per cent. Why has it not been done ? It has been given latitude to the 
extent of 45 per cent, to suit smaller Indian companies, and I shall have the 
strongest objection to the 55 per cent, being cut down.

Then, Sir, he made another point which has not been made by any one 
before. He said, if I linderstood him correctly, that the law should provide 
that there should be a minimum commission of 30 per cent, for the canvasser. 
I do not see why the law should compel me to give 30 per cent, if I can get 
a good canvasser for 25 per cent. I do not see any sense in that.

May I now, Sir, refer to the points which have not been met at all during 
this rather lengthy debate ? I said that as regards chief agents, the difficulty 
of definitioik is not the only difficulty. Among others, I laid stress on the 
fact that those who are asking for this definition and for limitation of com­
mission seem to be obsessed with the idea that chief agents plus canvassers 
exhaust the whole fiekLi of agents for insurance companies. Indeed they do 
not. To that I have had no answer. Then I said it will be unfair as between 
the bigger companies and the smaller companies because, no expense ratio 
having been fixed, tlie bigger oompauies can start their branch offices at any 
place they like. To that I have had no answer. I again put the question 
before the House, “ If a maximum for the canvasser is fixed, and if that end 
is closed, what is the inoentive for the insurance company going on paying 
higher and higher commissions to the ehi^ agent ? Why ^ouM they do it ? 
Are insurers such fools that they wfll pay 70 per cent, when they can get good 
mem for 30 5per eent. V* To that I  have had no answer. What will be the 
incentive, after t&e preset Bill comes into operaticm, for crfiief agents demand̂  
ing higher and higher commissions from their emplĉ ers ? ^
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Thb HoKcmBABUB Mb. Q. S. MOTILAL : The incentiye will be to get 
influential chief agents.

Thb HoNOtTBABLS S ir  NRIPENDRA SIRCAR : Whethei they will 
be able to get influential chief agents ? Well, if influential chief agents open 
their mouths too wide, then we shall have to do with those who are slightly 
i ess influential. (Lau^ter).

One suggestion was made—1 forget who it was—“ What 13 the diflBLculty 
about the definition ? Why not ask the insurance people what the chief agents 
do, and finding out what they do, then frame your definition Miy I in­
form the House that this is eĵ ctly what has been done and the final reply 
is—we have been receiving replies from time to time—“ We have oonsidored 
this matter for two years and we regret to say that we are unable to come 
to a satisftictory definition*’. So, neither lawyers nor insurers have been 
able to frame a definition and I am waiting to see a satisfactory definition being 
put up by some Honourable Members of this House although I want to make 
it perfectly clear that even if the definition is good, my other points have not 
been met and my view will not be influenced by the nature of the definition.

Then, Sir, th ^  were some additional points made which I may briefly 
touch on ̂ fore 1 come to Pandit Xunzru’s speech. He said that Government 
securities go down. He said at one time they went down to Rs. 50. In 
times of slump you may have that. But what has happened to other clas.ses 
of securities ? Pandit Kunzru comes from the United Provinces. What 
jure the United Plpovinoes :̂ mindaris worth today ? How much will he pay ?
I can teU my Honourable friend from my ezparience so long as I have been 
working in tlie Bar that the rule there was that if you want to value a zemin- 
dari, you take the gross income, deduct your collection charges. Government 
revenue and cesses payable, and multiply the net figure by 20. In the case 
of smaller zemindaî , for instance like those in Birbhum, you can get 30 
years or 36 years purchase. If my friend now wants to pay a 20 years’ pur- 
ohase for zemindaris, he can acquire the whole of Bei^^! (Laughter.)

Thx H o ijo u h a b u b  P a n d i t  HIRDAY NATH KUNZRU : I did not 
refer to the question of land at alL The Honourable Member is setting up a 
man of straw in order to have the pleasure of demolishing him.

Thb H o n o x jb a b lb  Sib NRIPENDRA SIRCAR : This is not a question 
of a man of straw. My point is that just as Government securities in bad 
times may suflFer from a slump, equaUy other kinds of properties are liable 
to that defect, and that has been my experience. That is what I am saying.

T h b  H o n o x jb a b lb  P a n d i t  HIRDAY NATH KUNZRU : I want Gov­
ernment themselves to realise that their own securitieB are no better than 
^her securities.

T hb H o n o u & a b lb  Sib NRIPENDRA SIRCAR : I have realised that 
Md I shall remember it. The same thing happened about house property. 
Anybody having any experience of the sales in the Calcutta and Bombay 
High Courts will be aware that for years properties could not be sold for 
any price near the valuation fixed by the court. After three or four attempts, 
the Honourable Court was compell^ to say, ** Sell it at any price you like 
This is what hat been happening. There is now a rise. I am talking only of 
Calcutta as regards smLalte house properties. But they all suffer from the 
êame defect. Should we have securities in a farm which is easily realizable.

788 eminoXL or aftAti. [17th Nov. 1Q87.



«or should we have them in a form in whioh there is difficulty of realization ? 
This is apropos of a suggestion whioh has been made, Why not include 
buildings in the 66 per cent. V* About buildings, the first question will be 
the valuation. Who is going to value them ? Again, talking from my 
experience in the courts, when security is given in immovable property, I 
think every lawyer here will remember what a struggle takes place in the 
courts in fixing the valuation. The Registrar goes into the matter ; evidence 
î  taken of the value of the land in the locality, what was the last sale, this, 
that and the other, and then he comes to a decision which is promptly upset 
by the Judge in chambers. And the poor Superintendent has got to value, 
to have experience of land values and house property all over India, from 
!&)b.labar to Peshawar. And not only that. It is not merely the question 
of valuation, but the question of title cannot be brushed aside. It is all very 
well to say the company has got a big house worth lakhs of rupees. But 
for every sale of house property of any value a very careful investigation of 
title is required. It is not so very easy as the outsider seems to think. He 
thinks, there is a house worth Rs. 6 lakhs, take it as worth Rs. 4 lakhs. But 
it is not so easy. I may give one well-known instance, that of the Tata Bank 
and the Central Bank. There was a huge building worth Rs. 10 lakhs. What 
happened ? As soon as the Banks decided to amalgamate and did amalga­
mate, the landlord promptly said You have forfeited your lease The 
lease was quite satirfactory for 99 years. Why wad it said ? Because there 
was a provision that in case of winding up the lease will be forfeited. The 
Bank said, “ No, it was merely a technical winding up ; we are only trying 
to expand ” . But ultimately the Bank had to pay a lakh of rupees oai>h 
down and agree to an increase of rent of about Rs. 300 a month l f̂ore the 
landlord came down from his strict l^al position. I submit therefore that 
the assets should not be kept in house property or in land.

Then, Sir, the only other speeches which I have not dealt with in detail 
so far, are those of Messrs. Kunzru and Ram Saran Das. My Honourable 
friend Mr. Kunzru said that, while he is happy that the managing agents 
have been dealt with in the way provided for in this BUI, he is afraid that 
still capitalists will combine and directors will combine and will get control 
of insurance companies. I did not hear anything constructive from him. 
It is a purely destructive criticism. What does he suggest should be done to 
get rid of the difficulty which he seems to contemplate ? I did not hear a 
single word from him, Sir.

Then, I have dealt with the point about Government securities, but he 
raecifically referred to shares in railway companies, where interest is guaranteed. 
We have two objections. First of all it will mean, generally speaking (although 
an exception may be made in the case of some of the branch lines), it will 
mean an extension of sterling securities, not an extension of rupee securities. 
The other objection is that these are guaranteed at present only up to the 
date when the property of the railway can be purchased by Government. 
Itere is no perpetual guarantee. It is only a guarantee up to a certain date 
at the present.

Then my Honourable friend made another point. He said, “ How will 
the repayment of rebate be prevented ? The receiver is punishable and the 
giver is punishable ; therefore they will not inform against each other 

Sir, I should have thought that there will be hundreds of rivals and 
competitors and spies and, most of all, friends, who will be anxious to give 
information to the proper quarters.
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[Sir Nripeudra S ir w .]
H e made a point about section 38A  and said that ten years is arbitrary. 

That I  adm it, b ^ u s o  there is no rule by which can fix it at any particular 
number o f years. H e gave the ase erf a man who may have worked for only  
three to  five years and done ver>' valuable work and brought in mpre in five  
years than another man in  ten years. W ell, Sir, a» r^ a rd s that argument, 
it strikes me that if he is such a valuable man, if  he is in a position to bring 
in such a large amount o f work to the insurance com pany, why i^ould he W  
dismisc^ed at all.

The Honoukablb Pandit H IR D A Y  N A T H  K U N Z R U  : He m ay not 
be dismissed. H e may take up some other occupation, or his health m ay  
break down. He may leave the service o f the company without a blot on hi? 
name.

T h e  H onoubablb  Sib  N B IP E N D B A  SIB G A B  : I f  he leaves the com ­
pany I  am  assuming that his health breaks down, but short o f hk death. 
There nfiay be exceptional cases but how is th at to be provided for ? Are  
we going to  fix in the statute in lieu o f ten years an agent who has brought 
in work to  the exteat o f Rs. 10,000 ** to  whom this section will apply ? I t  
is so very difficult. Everybody realizes that these em pirical measures oan- 
not be scientifically justified, but, Sir, we cannot think o f anything better, 
and that is our excuse for accepting w hat has been done in the i ^ m b ly .

The Honoubablb Mb . H O SSA IN  IM AM  : Can the honourable Member 
reduce the period ^ m  ten to eight ?

The Honoubabub Sib N R IP E N D R A  SIR C A R  : I f  I  reduce the period 
from ten to eight years on yottr one voice, there will be 146 voices in another 
place to say, “ Increase it to ten*’ . That is what will happen.

Sir, 1 do not think roally that I  should detain the House longer. B ut 
before I iM um e m y seat I very gratefully acknow le(^e the kindness which 
has been shown to me by every Member of the House. N o doubt m ticigm s 
have been made. That is to be expected. W e cannot agree on all mattm^, 
but I  do feel very grateful for the way in which Honourable Members have 
seen the difficulty o f dealing with the innumerable difficult problems which 
arise in a m atter in which the interests o f diflFerent sections are ro hostile a ^  
conflicting. (Applause.)

T h e  H o n o u b a b l b  t h e  P R E SID E N T  : The Question i s :

** That the Bill to consolidate and amend the law relating to the bufliness of insuranoe, 
ae passed by the I^egislative Assembly, be taken into considepation ” .

The M otion was adopted.

I ’HE H o n o u b a b o :  t h e  P R E SID E N T  : W e shall proceed with the neict 
stage o f this B ill on Friday next. Meanwhile I think the suggestidn made 
by the Honourable the Law Member about moving his first amehdtaent at 
this stage is a very reasonable one, as it will avoid all confusion. Honoui*- 
able Members will have a fresh Bill in their hands, re-numbered, and that will 
avoid all difficulty in the discussion oi the several amendpjents o f which notices 
have been given. I  w ill therefore allow the Honourable Mr. Bartley to m ove.

T h e  H onoubable  jpANDiT H IR D A Y  NATH^ K U N ^ U : W e have 
given notice o f our amendments on the basis o f the sections as thfey ai^num ber­
ed at present. . . .  /  . '
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Ttilc PRESIDENT ; Yes, but this will »Foid all
dzfiioulty with regard to those amendmente of wbtcb you haYê ^OB-iiotioiH 
That is wbat Mr. Bartley wishes to solve by puttiiig this amendment fiMt«

T h e  H o n o u b a b lb  S ib  KRlPENDRA SJBCAB : I understand m y  
friend’s point to be this. He has given notice, let us say, of an amekdmeht 
wi^ rrf̂ rence to section 26, which now wiU becpme 28, Would it then b e  
objected to by anybody that his amendment is not in order t I do not think 
anybody would do that. We all see the situation which has arisen by re­
numbering and I am sure the Chair wUl not support an objection raised on 
thia»t gtoand:̂

T h b  H o i^ o u b a b ls  P a n d i t  HIRDAY NATH KUNZRU : What is the 
advantage of giving us a re-numbered Bill at this stage ?

T h b  H o n o u b a b lb  S i b  NRIPENDRA SIRCAR : The old numbers a re  
obsolete. Surely we are not going to have the Bill p«Mised in the final form 

1 p.M criticisms which have been made by S ir
* ‘ Ramunni Menon ?

T h b  H o n o u b a b l b  M b . R a m a d a s  P a n t u l u  : Will you oorreot our 
amendments vvith reference to the new Bill ? Will you put our amendments 
under the clauses as re-numbered instead of under the old clauses ? Suppos­
ing I have tabled an amendment to clause 26, will you show my amendment 
under clause 28, just as you propose to do in respect of your amendments ?

T h b  H o n o u b a b l b  S ib  NRIPENDRA SIRCAR : It will be taken as  
an amendment, I presume, to what is now represented by clause 26 ; it may 
be 28 or it may be 29.

T h e  H o n o u b a b lb  S ib  PHIROZE SETHNA : Will the re-numbered 
Bill contain in the margin the old numbers so that we may be able to identify 
them while rising to speak on our amendments ? Otherwise it will b e  v e r y  

difficult.

T h e  H o n o u b a b lb  S ib  NRIPENDRA SIRCAR : It would not be very 
difficult. It cannot be shifted ten places. 26 might become 28, it would not 
become 69.

T h e  H o n o u b a b l b  M b . J .  BARTLEY (Government of India : Nominated 
Official) : Sir, I beg to move :

“  That the olauBes, sub-olauses and forms in the Bill be re-numbered one! re-lettered 
aa necessitated by the amendments made in the liill during its paAsage by tho Legislative 
Assembly and that the changes consequential thereon in all references throughout the 
Bill be made

The Motion was adopted.

T h e  H o n o u b a b lb  S ib  NRIPENDRA SIRCAR : May I, before you 
adjourn, Sir, make a statement to help Honourable Members and to meet the 
criticism which has been made ? The Department proposes to oirculate 
a  tabular statement comparing the old numbers with the new,
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T h s  H on ou & ablb  R a i B ahadtts L a la  RAM 6ABAN DAS : Will the 
Honourable Sooretary ooiroot our amendments according to the new namber> 
ing t

Thb HoNOtmABM Mb. A. dbC. WILLIAMS (Grovemment of India : 
Nominated Official) : Sir, that is quite impossible.

Thb HoNOUBABt* th s PRESIDENT : The Council Tnll now adjourn.
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The Council then adjourned till Eleven of the Clock on Friday, the 19th 
NoTember, 1937.


