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LEGHSLATIVE ASSEMBLY.
Monday, 30th Avgnti, im .

The Assembly met in the Assembly Chamber at Eleven of the Oloek, 
Mr. President (The Honourable Sir Abdur Bahio)) in the CbAir.

MEMBER. SWOKN. 
Mr. John Firimcis Sheehy, M.L.A. (Government of India : Nominatea Official).

STARRED QUESTIONS AND ANSWERS.
(a) Oiut. AKSwaius.

Position of I ndians in ^ nzibaa,

169. *Mr. T. 8. ATiaanMHngaa Ohettiair : Will th« Secretary for 
tSdueation, Health and Lands, state what is the latest position with 
/egard to Indians in Zanzibar !

30/. M. S. A. Hydari: The Honourable Member's attention is in
vited to my reply to Mr. S. Satyamurti’s starred question No. 97 on the 
25th August, 1^7. Aceording to information received on August 39tli, 
some Indians in Zanzibar are now beginning to take part in the purchase 
and export of cloves. The (Jovemment of India once again tender the 
advice already given to the Indians in Zanzibar to resume the purchase and 
export of cloves. They repeat with all the emphasis at their command that 
a fair trial should be given to the new arrangements ; ehje they fear that 
hy non-participation, others will capture a business hitherto predominantly 
Indian.

Jilr. T. 8. AvinaahiKngam Qhettiar : May I know whether the Gov
ernment of India are making any attempt to break the passive resist
ance among the Indians there.

Mr. M. 8. A. Hydari : We cannot do anything more than tender 
our honest advice.

BIr. T. 8. AvinasMlingam Ohettiar : My question is different. May 
I know whether the Government of India are helping the Zanzibar Gov
ernment to break the spirit of paasdve resistance among the Indians there ?

Ito. M. 8. A. Hydari : No.
Mr. T. 8. Avinashilingam Ohettiar : May I know whether the Gov* 

emment of India’s help haa been sought to introduce importers of clovr, 
liere, apart from the merchants who have refused to import t

Bir. M. 8. A. Hydari : Emphatically * No
( 739 )
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Mr. S. Batyamnrti: May I know whether the Government of India 
have heard from the Colonial OfSce labout the appointment of an Agent 
on behalf of the QoTOmment of India in East Africa, especially in Zanzi
bar t

Mr. M. S. A. Hydari : Not yet.
Mr. S. Satyamtirti : May 1 know when the Government of India 

addressed them last f . ■\ ,

Mr. M. S. A. Hydari : I think about a fortnip^ht ago. I aYn speak- 
ing from memory.

Mr. S. Satyamurti : May I know whether the Government of India 
will press upon the Secretary of State for the Coloniep ^ e  urgent need 
for agreeing to the appointment of an Agent to watch the intereefta of 
Indians in Zanzibar f

Mr. M. S. A. Hydari: We have been pressing aU the time.
IVIr. S. Satyamtirti : May I know whether the Government of India 

ha\c heard, except from the Government of Zanzibar, about the pro
gress of passive resistance there ?

Mr. M. S. A. Hydari : No.
Mr, S. Satyamurti : May I know if the Government of India’s 

attention has been drawn to Mr. Tyab Ali's speech or interview giveij. in 
Bombay, after the vote of this House on the Zanzibar adjournment 
motion 1

Mr. M. S. A. Hydari : We do not consider that Mr, Tyab Ali is in 
a position to give us accurate information. He has been away from 
Zanzibar for the last year.

Mr. 8. Satyamurti ; May I know whether the Government of India 
ha\c any source, except the Government of Zanzibar, to advise them ot* 
inform them, as regards the position of Indians in Zanzibar T

Mr. M. S. A. Hydari : There is the Indian National Association 
Zanzibar.

Shares op the R eserve Ban k  of In d ia .

170. ’''Mr. T. S. Avinashilingam Ohettiar : Will the Honourable the 
Finance Member state ;

(a) what proportions of the shares of the Reserve Bank are held
by non-Indian banks, firms, and individuals ;

(b) whether there is a maximum limit fixed for the holding oi
these shares ; and

(c) whether there is any maximum limit fixed to the total num
ber of shares that foreigners may hold in the Bank f

The Honourable Sir James Qrigg ; (a) The information is not 
readily available.

(b) and (c). No. I would, however, invite a reference to the 
reply which I gave to starred question No. 89 asked by Mr. Satyamurti 
ov the 25th instant.

T40 LBOISLATIVB ASSEMBLY. [SOTH AUG. 198T.



STASRED QtndBtlONS AND AKSWlUtS. 741

Ml*. T. fi. AyimmhflingaaB Ohattiar : May l  know whetlier they ha\c 
calted tor the information^

The Honourable |9ir James Origg : No, Bir. 
Mr. T. S. Avinashilingam Ohettlar : Why not, Sir. 
The Honourable Sir James Grigg : It is not readilŷ  available.
Mr. T. 8. Avinashilingam Ohettiar : Havii^ regard to the fact that 

the Beserve Bank shares should be held by Indians and not by foreigners 
and this being an important matter, will the Honourable Member call for 
the facts ?

The Honourable Sir James Grigg : Has the Honourable Membef 
never heard of nominee holdings ?

Mr. S. Satyamurti : Have Oovernment any bases for calculating 
roughly, whether a fairly laiige proportion of shares Of the Reserve Bank 
are getting'into* non-Indian hands T

The Hoxmmrable Sir James Qrigg : No, Sir.
Mr. T. S. Avinashilingam Ohettiar : May I know if those holdings 

are consolidated in particular hands I
The Honourable Sir James Grlgg : That does not arise out of the

question. I am not here to pronounce upon the Honourable Member's 
expression of opinion.

Mr. T. S. Avinashilingam Ohettiar : It does arise for this reason : 
Part (b) says : Whether there is a maximum limit fixed for the hold
ing; of these shares.

The Honourable Sir James Origg : This is a question of fact. The
other is a question of opinion.

Preservation of the Elephanta Caves. , ^

171. *Prof, N. G. Banga : Will the Secretary for Education, Health 
and Lands Department, be pleased to state :

(a) whether the Elephanta Caves are in danger of destruction by
the increasing disintegration of the mountainous struc
ture ;

(b) whether recently one of the lions (in stone) at one of the
gates was destroyed by the fall of stones, etc., from the top 

. of the hill ;
(c) whether any experts had examined the hills, the nature of

the preservation of the caves and the manner of saving the 
caves from destruction through the disintegration of tĥ  
hilly stuff ; and

(d) what are the steps proposed to be taken
(i) to save the caves, or,
(ii) if the caves cannot be saved at all, to prepare and preserve

true photos and pictures of the caves and the reproduc
tion even in miniature of the architectural parts of the 
caves in a suitable place 7 
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Mr. I t  i .  A v 5 y 4 w  (*) aAd (b)- Q*v«b m ,
tlie Honourable Member is aware, in a vety exposed fitiaAtUA a»>4  ̂epc" 
tain degree of disintegration has been in process for centuri^. CrackR 
developed sometime ago and three fragmeats of appreeiable case fdS from 
the Trimurti figure on the 4th Jan,uarjr, 1935. The fall of  ̂ l«ige frag
ment of rock in March last caused the breaking off of a deiached stone 
lion of a later period.

(c) A Committee consisting of liie following gentlemen waSxAppicwted 
by the Government of India in October, 1936, to enquire into tho'OTuees of 
deterioration and to suggest measures for the preservation of sculptoret:

Mr. J. F. Blakiston, Chairman.
(1) Dr. S. S. Bhatnagar, D.Sc., "j
(2) Mr. A. Croad, > Members.
(3) Ĵr. S. N. QupU, j

(d) The measures proposed consist of : (1) the regulation of d r ^
laaqA sjradaj pus ^no^ aqi pu« n«H J®
necessary ; (2) the chemical treatment of the r<>ck sorfaoe 'to pwven^ 
the action of the sea saltB ; and (8) the grouting of cra^s with ceinent 
of approximately the same colour and texture as the rock,, accompanied 
by the use, where necessary, of rivets or dowels of a non-rusting alloy 
Action on the first point was already begun before the monsoon with 
satisfactory results.

Mr. Lalchand Naralrai ; May 1 know from the Honourable ^em 
ber whether he is in chatge of the Archieological Department f

Mr. M. B. A. Hydari: Yes, Sir.
Mr. Lalohaiid Navalrai: May I know when the danger to the caves

appeared t
Ml,. M. 8. A. Hydari : The danger has always been there. In 

December, 1934, the Ajcheeological Department chemist was deputed to 
visit the Elephanta Caves and that was the first serious warning we re
ceived.

Fandit Iiakshmi Kanta Maitra : May I know if these operations 
suggested by this Committee have been put into operation under the 
guidance of any expert of the Areh»ological Department or has it been 
carried out merely as a matter of routine T

Mr. M B. ▲. Hydari : The ArchiBoloRical Department is an expert 
department.

Frof. N. Q. Eanga : May I know if the recommendations of tbo 
Expert Committee are being implemented now t

Mr. M. 9. A. Hydari : Yes, Sir.

Export of Monkeys.
172. *Mr. T. S. Avinaahilingam Ohettiar : Will the Honourable the 

Finance Member state :
(a) whether it is true that the export of monkeys has been con

siderably increasing ;
(b) what is the number of monkeys exported in 1936-37 ;
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(c) to whwh countries are they mainly exported ; and
(d) vrhht is the purpose for which they are exported t

Mr. J. A. Thome : (a) and (b). The figures last given to tĥ  
lie use, in answer to Mr. C. S. R-anKa Iyer ’s starred question No. 614 oil 
the 21st September, J93L were for 1930-31. The total was then 16,220. 
Yiie Total for 1936-37 is 22,544.

(o) I have not yet got detailed figures, but will lay them on the tabl« 
when received.

(d) I have not the material for a positive answer to this question, 
k'tit there is reason to believe that the main purposes are zoological and 
medical research. *■'

Mr. T. S. Avinaahilingam Ohettiar : May I ask whether these 
monkeys are beinfp exported for monkey gland operations f

Mr. J. A. Thome; I have said I have not material of a positive natur<̂  
as to the purposes for which they are exported, but we know they ai  ̂
largely used in medical research for diseases such as malaria, yellow 
fever and infantile paralysis.

Setii Oovin4 : May 1 ask who bears the expenditure for lUid 
export t

Mr. 3. A. Thonie : The people who place the orders.
Mr. T. S. Avinashilingam Ohettiar : May I know how the Honour- 

Khle the Home Secretary is interested in answering this question f
Mr. Presidoiit (The Honourable dir Afodur Rahim) : Next question.

D elays and  Interruptions in T elegraph Services from and to Calcutta.

173. *Blr. Bri Prakasa : (a) Will the Honourable Member fbr In
dustries and Labour state if it is a fact that there were serious delayn 
and interhiptions in telegraph services from and to Calcutta in May 
last t

(b) Is it a fact that a 40 word telegram from a Calcutta firm to ita 
Delhi office which "was booked at 1-55 p .m . on a Friday was not despatched 
till 3-30 A.M. ofn Saturday T

(c) Is it a fact that on being interviewed by a representative of the 
Statesman, an official of the Department said that it was not customary to 
give any previous information of serious delays owing to any particular 
interruption t If sô , what is the harm if previous information is given 
to enable the public to book Bxpress Telegrams and to relieve possible 
anxieties ?

The Honourable Sir Thomas Stewart : (a) Except for short spelb, 
consequent on the dislocation which must inevitably follow from wide
spread damage to lines by severe storms, there were no serious delay* 
to telegraph traffic as a whole in May last. On such occasions ordv 
r.ary traffic must give precedence to hicrher class traffic.

(b) Yes. The message was an ordriiary class press message.
(c) There appears to be some toisapprehehsion regarding the infor

mation given to a representative of ihe iStaiesman by a subordinate offl-

STABBED QIWTIONB AND ANSWERS. 743
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oial of the Department. The position is that interraptions are osually 
reiitored with reasonable promptitude. Further it is generally possible 
to reduce delay by utilising alternative routes if these are then in a posi 
tion to carry the extra traffic. Accordingly the question of whether 
a warning of excessive delay should be given or not has to be judged oh 
its merits. The Department feels that it is undesirable to ask the publia 
to incur the expense of booking their messages express unless this if 
really necessary. Postmasters-General have h^n instructed; that they 
should publish as much information as they can having regard to the 
foregoing considerations.

Postage R ates between  B urma and In d ia .

174. ’*‘Blr. 8x1 Prakasa : (a) Will the Honourable Member for In
dustries and Labour state what are the present rates of postage between 
Burma and India ?

(b) Since when have the new rates come into force T
(c) Whftt has been the average gain or loss to revenue per month

since the introductiofn of these new rates ?
(d) Are Government considering the desirability of re-establiAing

the atatus quo ante separation and communicating with the Government
of Burma "with a view to induce them to do the same ?

The Honourable Sir Thomas Stewart : (a) The postage rates as noti- 
fieJ in the Government of India, Department of Industries and Labour 
Notification No. P.M.-234136, dated the 23rd March 1937, are placed on 
the table.

(b) 1st April, 1987.
(c) The new rates have been in effect for too short a time to form any 

accurate estimate. I have no reason to believe that any loss has occurred.
(d) No.

Raie9 of Poitage.

Letters—
For a weight not exceeding one ounee 
For every additional onnce or fraetion theraof 

Postcards—
For a single postcard 
Vor a reply postcard 

Printed papers—
For every two ounces or fraction thereof ..

** Blind Literature ** packets—  
i * o t  a weight not exceeding two pounds ..
For eTery additional two poonds up to 10 lbs. 
For a packet eatceediag 10 Jhs. and up to 11 Iba.

Ai.

«
8

8
4

4



, Baten Qf eontd.
Am.

Business papot*-^
For a weight not exceeding ten ounces .. ..  ..
For every additional two ounces or fraction thereof .. .. |

Sample packets—
For R weight not exceeding four ounces .. .. l i
For every additional two ounces or fraction thereof ,. 1

Air mail fee (in addition to postage)—
For letters and packets— p̂er half ounce .. .. a p.
For a postcnrd— p̂er postcard .. .. i

Insurance—Available up to Rs. 3,000/-
(For Air mails—Not available).

Inmrancf fee—Where the value insured does not exceed Rs. 180 ..
For every additional Rs. 180 or fraction thereof .. 4̂

For a parcel weighing—
Rs. A. P.

Not over 3 lbs. 1 4  0
Not over 7 lbs. 2 8 0
Not over 11 lbs. 8 12 0
Not over 20 lbs. (5 0 0

STARRED ^UEflnONS AND ANSWERS. 7 4 i

Ml. T. 8. Avinaflhilingam Ghettiar : Has the Honourable Member
taken into consideration the data of income as compared with the previous 
two months ?

The Honourable Sir Thomas Stewart: That information 1 do not 
have.

Mr. T. 8. Avinashllingam Ohettlar : Then on what ground does the 
Honourable Member state that there is no loss of revenue I

The Honourable Sir Thomas Stewart: We have made a somewhat 
imperfect comparison on the basis of an enumeration of letters carried 
over a comparatively short period in August. That enumeration was com
pared with an estimate of the traflSc prepared some time ago. We arc 
not prepared to accept that comparison as an accurate one and for thâ t 
reason we can only form the merort approximation as to the comparative 
results of traffic this year and traffic last year.

BIr. 8. Satyamurti : May I know whether the Government of LidiH 
are aware of the statement made by the Minister in charge in the Burma 
Legislature that the Government of India have not approached the Gk)v- 
emment of Burma with a request for the reduction of rates ? May I 
know why they have not so far approached the Government of Burma f

The Honourable Sir Thomas Stewart : My recollection is that wo 
did approach the Government of Burma at or about the time of separa
tion. I take it that the Honourable Member’s remark in the Burma 
Assembly was probably qualified by some such utterance a0 recently ",



Mr. S. Batyamurti ; May I ask whether, after the separation, the 
Govertaaent of India ever took up this question, that is, after the intro
duction of these increased rates of postage between India and Burma f

the Honourable Sir Thomas Stewart: No, Sir.
Mr. 8. Batyamurti: Why have they not taken up, and may I ask 

whether they propose to take it up t
The Honourable Sir Thomas Stewart : They have preferred to wait 

until ihey had more experience of the actual working of the present 
arrangements.

Prof. N. O. Banga : May I know whether the Oovemment of India 
have received any representation from Indians in Burma in regard to their 
need for the introduction of these rates t

Ihe Honourable Sir Thomu Stewart: To the best of my knowledge,
representations from Burma have not been received.

Mr. Sri Prakaaa : May I ask if the Government raised the rates 
between India and Burma on their own initiative or as a measure of retalia
tion against the rates being raised in Burma itself t

The Honourable Sir Thomas Stewart : Certainly not as a measare
of retaliation.

Tandit Lakshmi Kanta Maitra : Is it not a fact that several repre
sentations have been made to the Honourable Member’s Department for 
restoring the status qiio with regard to the postal rates in Burma and 
India ?

The Honourable Sir Thomas Bte l̂rtft : There have been representa
tions from Indian trading interests.

Prof. N. O. Eanga : In view of the fact that lakhs and lakhs of 
Indian workers and peasants are employed in Burtatia and they send their 
savings to India, will Government consider the advisability of reducing
the rate of money order commission from Burma to India f

The Honourable Sir Thomas Stewart ; That does not arise on the 
question of postal rates.

Seth (Gtovind Das : May I ask if Oovemment have received any 
representation from the Chamber of Commerce, Burma I

Thu Honourable Sir Thomas Stewart : As far as I am aware, speak̂  
ing subject to correction, such a representation has not been received.

Mr. Sri Prakasa ; May I ask why the rates were raised at all when 
the old rates had been subsisting for a long time past and the rates have 
not been increased in the case of Ceylon, for inistanĉ  ?

Mr. Preeident (The Honourable Sir Abdur Rahim) : This is ru
ir^ument. The question need not be answered.

UsB OF Government Stationery and Servick Stamps for REcoMMENDnra
T itubs and P ublication of H onours L ist in the Gazette of India .

175. «Mr. Sri Prakata : (a) Will the Honourable Member for 
Industries and Labour state if it is a fact that Oovemment stationerx
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and service fltamps are used by Goyenim«it officials wbeo.^^ recoimnend 
persons lor titles to His Excellency the Viceroy or His Majesty the King 1

(b) If so, do Government propose to issue instructions that (Jovem- 
nient stationery and service staoips are not used for such purposes t

(e) Is it a fact that lists of titles are published in the Government of 
India Gazette t If so, under whose orders, at whose cost, and under 
what rules is this ofScial publication utiliwd for a purpose with which 
the Governor General in Council has no concern t

The Honourable Sir ThomM Btewart; (a) Yes.
(b) No. f
(c) Yes ; under the orders of His Excellency the Viceroy. The eost 

is borne by Central revenues, which receive the income from the sale of 
the Gazette. The Governor General in Council is concerned in ensuring that 
Hjg Majesty’s commands receive publicity.

Seth Ctovind Daa ; Axe Government aware that the majority oi the 
Indians think that this expense is absolutely useless T

Mr. President (The Honourable Sir Abdur Rahim) : I cannot allow 
this qumtiOQ.

Ml'. Sri PrafauM : With reference to the rAply to part <a), may 
I iBsk whether it is under His Majesty’s oomnwnd that officisls shotild recom
mend persons for titles on Government stationery and at Govwament exv 
pense f

Mr. Prwldent (The Honourable Sir Abdur Bahim) ; I cannot allow 
this question.

A llbqed R emarks by  L ord Baden -Powell against Indians.

176. '"Hr. Badri Dntt Pande : Will the Secretary for Education, 
Hfialth and Lands state :

(a) if Government have seen the press reports of Baden-Powell’s
remarks regarding Indians lacking in character, honour 
and health and also the agitation and resentment in the 
press and the platform against these alleged remarks ;

(b) have Government ^aken any action to defend India’s honour ;
and

(c) what is the total amount of money the Central Goverlilncnl
and the Provincial Governments spend in the Baden-Poweil 
and the Seva Samiti Bcout movements in India respectively 1

Mr. M. B. A. Hydari ; (a) Yes.
(b) There is no action which Government can fake as they, an such, 

have no concern with the Boy Scont Movement.
(c) The Government of India do not make any grant to either the 

Baden-Powell or the Seva Samiti Boy Scout Associations. TTiey have no 
information whether any, and if so what, grants are made by Provtficial 
Gk>vemments to these Associations.



Hr. T. B. ATiBaahilingam Ohettiar : May I ask whethor Provincial 
organisations, like the Delhi Municipality, give any grants to this Scout 
Movement t

Mr. M. S. A. Hydari : I have answered that.
Kx. S. Satyamiirti : With reference to answer to part (b) of question, 

may I know if the Oovernment are aware that several Government ser
vants are associated with this Baden-Powell movement *

Tttr. M. B. A. Hydari : They may be, but not in their official capacity.
Ur. B. Batytunurti ; Will Qovemment issue instructions to their 

servants, bs they do with regard to political activities, that they ought 
not to associate themselves with a movement whose head has insulted 
Indian character and honour f

Mr. M. 8. A. Hydari : That does not arise,
Mr. B. Batyamnrti : It does arise. Clause (b) of the question says : 

“  Have Government taken any action to defend India’s honour t ”  My 
Honourable friend has said that the Government have no action to take. 
I am asking for the elucidation of that answer whether Government have 
issued any instructions to their servants not to identify themselves with 
a movement whose head has insulted India's character and honour.

Mr. M. 8. A. Hydari : I want notice of that question.
Mr. T. B. Avinashilingam Ohettiar: May I know whether the Delhi 

Municipality is giving a grant to the Scout Movement t
Mr. M. 8. A. Hydari: I said in answer to part (c) that we have no 

information of the grants Provincial Govemm«ntg are making.

R eport of the Educational E xperts.

177. *Mr. B. Batyamnrti : Will the Secretary for Education, HeaUh 
and Lands be pleased to state :

(a) whether the report of the Educational Experts, Messrs. Abbott
and Wood, has reached the Qovemment of India, and 
whether it will be placed on the table of the House ; if so, 
when ; and

(b) whether the report will be sent to all the Provincial Govern
ments for their opinion before the Qovemment of India 
takes any steps in the matter t

Iff. BL 8. A. Hydari : (a) Copies of the report have been placed in 
the Library of the House and also a copy has been supplied to each 
Honourable Member.

(b) Yes.
Mr, B. Batyamurti ; With reference to the alBrmative answer to part

(b), do I take it that the report has been sent to Provincial Qovern- 
ments, or will be sent t

Bfr. M. 8. A. Hydari: Has been sent.
lb*. S. Batyamuitl: Have the Gtovemment of India heard from 

Provincial Governments t
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Mr. M. B. A. Hydari : No, Sir.
Mr. 8. Satyanmrti : In view of the importance of this question, do the 

Government propose to call a Conference of Education Ministers of all 
the Provincial Governments, before they take any further action, in pur
suance of the recommendations of this report T

Mr. M. S. A. Hydari : As a first step we propose to put this report 
before the Central Advisory Board of Education, which I think will meet 
either in December or January.

Bfi*. 8. Satyamxirti : My question is this. Before Government pro
ceed to implement any of the recommendations of these experts, will they, 
convene a conference of, or otherwise ascertain the opinion of, all Edu
cation Ministers of the various provinces f

BIr. M. S. A. Hydari : We have not considered this qnestion yet.
Mr. 8. Satyamnrti: Will they consider it t
Mr. M S. A. Hydari; Certainly.
Mr. Lalohand Navalrai ; Will the Honourable Member send a coiQr 

of the debate to all Provincial Governments so that they may consider 
what has been said in this House ?

Mr. M. 8. A. Hydari : There has been no debate.
Mr. Lalohand Nayalrai : I mean the copies of questions and answers
Mr. President (The Honourable Sir Abdur Rahim) : Next queetion.

Indian  R evbnue R etubns, especially in  Customs and E xcise .

178. 8. Satjamnrti : Will the Honourable the Finance Member
b(̂  pleased to state :

(a) the latest figures with regard to the Indian Revenue Returns,
especially in Customs and Excise ;

(b) whether these exceed the budget estimates ; and
(c) if so, what he proposes to do with these increased returns T

The Honourable Sir James Origg : (a) and (b). I would invite a 
reference to the monthly statements published by the Director-General 
of Commercial Intelligence and Statistics.

(c) The Honourable Member must wait and see.
Mr. 8. 8&tyamurti : In view of the undoubted increases in customs 

and excise revenues which I have ascertained from reading the official 
reports ard the newspaper extracts from time to time, may I ask the 
Honourable Member if he proposes to use all these excesses over his 
budget estimates, for making grants to provinccis, in accordance with the 
Niemeyer award T

The Honourable Sir James Origg : That is a question which I have 
already answered. I am afraid the Honourable Member must wait and 
see.

STABBED QUBSnOKB AND AMflWSBfl.



Mr. 8. Satyamnrti; Have the Government already ipent this money 
on the operations in the North-West Frontier 1 

HononraUe Sir James GMgg : I do not knew. Sir.

T srh s  of R eferences of the Committee to enquibe into the Minor
I ndustries in  In d ia . \

179. *Mr. S. Satyamnrti : Will the Honourable Member* in charge 
ot' Industries and Labour be pleased to state :

(a) what the terms of reference are for the Committee to enquire
into the minor industries in India ; and

(b) whether it is proposed to consider all minor industries includ
ing cottage industries, and whether the Committee xHll be 
able to report on the possibilities of developing cottage 
industries mainly with a view to supplement tJie small fncome 
of labourers in the villages t

The Honourable Sir Thomas Stewart : (a) As I informed Mr. 
Avinashilingam Chettiar on the 25th August, in reply to his starred 
question No. 76, no such Committee has been appointed by Government.

(b) Does not arise.
ib ,  8. Satyamurti : I accept the correction that it is an offlcer’s 

enquiry. I am asking with regard to part (b) of this question, whether 
the officer will be called upon, if he had not been called tiport already, to 
examine and report on the possibilities of developing cottage industries, 
mainly with a view to supplement the small income of the labourers in 
the villages t

m e Honourable Sir Thomas Stewart : As I said in answer to a 
sup»plementary question on a previous occasion, I thihk that that is a 
qnestioB which ought to be addressed to my Honourable colleague, the 
Commerce Member, since such enquiries as are being made are made 
under his direction.

Mr. S. Satyamnrti : Will he kindly convey this good suggestion to 
his Honourable colleague 1

Suspension of Regulation pnoHiBrriNO Women from working in Mines.

180. •!&. S Satyamnrti : Will the Honourable Member for Industries 
and Labour be pleased to state :

(a) the redtions why the Government of India decided to suspend
for three months the operation of the new regulation, pro
hibiting women from working in milies ;

(b) whetĥ r̂ they have consulted relevant opinion in the matter ;
and

(c) whether they are prepared to reebnsiief and wtthdra# the
order and s^ that no women are employed underground in 
mines from now, and if not, why not t
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H onovi^lf Sk (a) The attention o£ tbe
IlonouraUe Member is invited to the Press cpmmuniqu  ̂ issued by Goŷ  
erument on the 14th June, which gijei  ̂ the rea«Qns tor the action tak<9n.

(b) The opinion of the mining industry was not obtained, but 
expert advice was ^ken.

<e) No, because the withxteawal of the order without giving a^quate 
notice to the industry would lead to dislocation of work in coal mines.

Mr. 8. Saiyamurti : In view of the inhumanity of allowing women to 
work underground even for a minute longer than is necessftry, will the 
Oovemment reconsider the position and prohibit from 1st Gctobei*. the 
employment of women in mines underground ?

The Honourable Sir Thomas Btewart : The effect of ^overmnent 
..rders is that an froin 1st October women will cease to be employed under
ground.

|fr. N. UK. Jofihi : May 1 ask whether the Government of India can
give the assurance that no more extensions will be permitted 1

The Honourable Stir Thomas Stewart: As at present advised the 
(jovernment have uo intention of permitting any extension.

Hr. Batai Narayan Bingh : What was the occasion for the suspension 
of these Regulations 1

The Honourable Sir Thomas Stewart : I would refer the Honourable 
Member to my answer to part (a) of the question. A Press commtmique 
was iiisued on the 14th June, which gives a full explanation of the cir
cumstances in which action was taken.

Conclusions on the R eport of the Coal Mining Committee.

181. *Mr. S. Satyamurti ; Will the Honourable Member for Industries
and Labour be pleased to state :

(a) whether the Government of India have come to any definite
conel ision on the report of the Coal Mining Committee ;
ana

(b) whether Government will accept the recommendations of the
minority, that the coal mines in India are to be nationalised,
and it not, why not ?

The Honourable Sir Thomas Stewart : (a) Conclusions, final or pro
vincial, have been reached on some of the recommendations. The Bill 
which 1 introduced in* this House on the 27th August relates to one such 
recommendation. A fresh set of temporary regulations covering certain 
recommendations of the Committee in respect of ventilation and safety 
lamps were promulj^ated on the 10th July last. The temporary regula
tions previously issued have been incorporated in a draft series of 
amendments of the permanent regulations prepared after consideration 
of the relevant recommendations in the Committee's report and have 
been referred to Mining Boards as required by the Act. Mining Boards 
have also been asked to consider draft regulations dealing with the 
eertifi^tion of short firers as recommended by the Committee. The 
recommendations for the amendment of section 16 of the Mines Act and
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tor providing that Agents should have the qualifications of inanagers 
have been rejected. The proposal for the amendment of the Bengal 
Tenancy Act has been referred to the Government of Bengal within 
whose competence the matter lies.

The other recommendations made by the Committee are under 
consideration, including those relating to the scheme for sand-stowing.

(b) Government have reached no decision on this question.
Hr. 8. Satyamorti: Will Government be pleased to consult this 

House, before they make up their minds regarding the remaining re
commendation, especially the one referred to in part (b) ?

Tlie Hjomonrable Sir Thomas Stewart : In so far as action taken by 
Government on this report involves legislation, this House will certainly 
be given the fullest opportunity of expressing its opinion.

Mr. B. Batyamnrti : I know that and I trust my Honourable friend 
gives me the credit for knowing that Government cannot legislate, 
except by Ordinances, without the help of this House, I am asking 
whether, before they make up their minds to legislate, and on what 
matters to legislate, whether Government will be pleased to consult this 
House with regard to the major recommendations, especially the one 
about nationalisation of coal mines in India.

The Honourable Sir Thomas Steiwart : Until such time as final decî  
sions have been taken as to what action is desirable, I am afraid I cannot 
answer the Honourable Member’s question.

Mr. 8. Satyamurti : I want to know whether Government will con
sult this House, before they take final decisions on these big matters.

The Honourable 8ir Thomas Stewart : I am not in a position to 
promise that.

Mr. S. Satyamurti : Will Government consider that question ?
The Honourable Sir Thomas Stewart : Certainly.

R boruitmbnt of Muslim Clerks in the B ranches of the R eserve Bank
OF I n d ia .

182. •Sir Aodul Halim Ohuznavi : Will the Honourable the Finance 
Member be pleased to state :

(a) the number of clerks employed in each of the higher and lower
divisions of the clerical cadre of the Reserve Bank of India 
and in each of the areas of Calcutta, Madras and Bombay ;

(b) how raanv of the clerks in each division and in each area are
Muslims, Hindus, Christians, Sikhs, Parsis and Anglo- 
Indians ; and

(c) whether the Government of India circular for providing
Muslims against 33 per cent, of the vacancies has been acted 
upon in filling the posts of clerks in the Reserve Bank’s 
Branches all over India ? If not, why not 1

76* LHGMLATIVE ASSEMBLY. [30tH A uG. 1937.



Tbe Honimrable Wr Jamatf Qrigg : (a) and (b); Gtoyemmeat have 
no information.

(c) The recruitment of the staff of the Beserve Bank ia entirely a 
matter for the Central Board of the Bank.

Dr. Ziauddin Ahmad : Will the Government collect the information 
on this point ?

The Honourable Sir James Origg : No, Sir. 
Dr. Ziauddin Ahmad : Why ?
The Honourable Sir James Origg : Government have no responsibility 

for the staff and it would be rather a waste of money to eoJleot informa
tion which in any case so far as Government action is concerned can 
never have any relevance.

Dr. Ziauddin Ahmad : May I draw the attention of the Honourable 
Member to tiie assurance given by the then Finance Member while dis
cussing the Reserve Bank Bill that the Government will see that the 
interests of minorities will not suffer in regard to employment in the 
Bank.

The Honourable Sir James Origg : Will the Honourable Member show 
me the exact terms of such assurance T

Increase in the Late  Fee charged on Letters .

lo3. *Mr. Lalchaad Navalrai : (a) Will the Honourable Member 
for Industries and Labour be pleased to state if the late fee charge
able on postal letters has been increased from two pice to one anna in 
the Railway Mail Service trains ; if so, what are the reasons for the 
increase T

(b) Since when was the original charge of two pice in force in India T
(c) Is there any better advantage or service rendered to the public 

by the late fee being raised ?
(d) Do Government propose to restore the old late fee charges ? If 

not, why not T
The Honourable Sir Thomas Stewart : (a) Yes. This was done in 

order to restrict hea^  ̂ postings in Railway Mail Service trains at the 
last moment as such postings cause delay to the whole mail, and are likely 
to lead to mistakes in sorting.

(b) Definite information is not available, but it was in force in 
1895.

(c) Yes. The public have been given the concession of posting their 
late fee letters in all mail carrying trains and Railway Mail Service 
OMces without any restriction—a privilege which was not enjoyed in the 
past.

(d) No, for reasons given at (a) and (c) above.
Mr. Lalchand Navalrai : May I know if the heavy postings have 

decreased now ?
The Honourable Sir Thomas Stewart : I want notice. 1 have no

details.

. STABBED QUESTIONS AND AliflWBBfl. 7SS



Ifr. LaUbaad Navaltat: Was it only ^  tscresM tbe ttnm tm  tbit this
increase was made Y

iThe Hcmonrable Sir Thomas Stewart : No, Sir.
N. O. Eaqga ; May I know if passengers. wJio travel by these 

mail trains are free to post their letters at the ustial rates of postage in 
the R. M. S. post box T

The Honourable Sir Thomas Btewsri : No, Sir. 
Ur. Lalcbqjid Navalrai: May 1 k|iow if this is a temporary measure t 
nie Honourable Sir Thonuui Btewart: No, Sir.
BIr. Lalchand Navalrai : Will the Honourable Member inquire into 

the fact whether there has been a decrease in the heavy postings, and then 
consider this question a^ain ?

The Honourably Sir ThpniaA Btewart : We shall certainly inquire 
to what have beeii the results of tWs meagre, but I do not wish to hold 

out any hope to the Honourable Member that the fee will thereupon be 
reduced. Tf that were done the evil would immediately start to grow

Mr. Sri Prakasa : Is it not a fact that the evil as he calls it, is 
confined to Calcutta, and will he not consider the desirability of having 
an enhanced rate for Calcutta and nowhere else ?

The Honourable Sir Thomas Stewart : No, Sir.

M arking o f  P ost C ards t o  show th% D a te  and Time o f  th ^ ir  R ece ip t

184. *Mr. Lalchand Navalrai : (a) Is the Honourable Member for 
Iniustrieii aud Labpur aware that the Director General of Posts and 
Telegraplis has directed that no postal receipt stamp be marked on postal 
cards to show the date and time of the re<5eipt of the cards ; if so, has 
that order been carried into eifeet in several post oflBces ?

(b) Is it a fact that objections have been called for from the public 
against such a system being introduced and several objections have been 
received ?

(c) Will the Honourable Member (or Industries and Labour be 
pleased to state whether in viê - of the fact that the postal mark showing 
date and time is a strong piece of evidence which is often of great help 
in the determination of disputed cases in Courts, Government are pre
pared to direct that the old system of marking the postal cards showing 
receipt dates be restored i If not, why not ?

The Honourable Sir Thpmaa Stewart ; (a) Yes. The revised pro
cedure has been introduced as a tentative measure for a period of ono 
yenr, vvitli effect from the end of April, 1937.

(b) No, blit eight protests from members of the public have been 
reoeived.

(c) The space available for the official marks of the Post Office is 
limited ^n postcards, and it was found that the written eomtnimioations 
were frequently rendered illegible owing to date stamp impressions.
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In order to ayoid this it was decided that in the case of postcards there 
should be only one stamp impression, namely, that of the obliteratij ĵ? 
stamp of the office of posting. After the expiry of the experimental 
period the whole position will be reviewed in the light of the experience 
gained, and the objection put forward by the Honourable Member will 
be given full consideration before a final decision is come to.

Mr. Lalchand Navslrai ; Is the Honourable Member aware that 
there is a likelihood and danger of postmen not delivering these post- 
card.s in time ?

The Honourable Sir Tbomae Stewart: 1 am not so aware.
Mr, M. M. Joshi; May I ask whether this practice will lead to any <- 

saving of money to the department *
The Honourable Sir Thomas Stewart: Infinitestimal, I should say.
Prof. N. O. Sanga : Why was it introduced t
The Honourable Sir Thomae Stewart: I have just explained that.

R estriction on the R ecruitment A ge in the P ostal D epartment.

185. *Mr. Lalchand Navatarai : (a) Will the Uonourable Member 
for Industries and Labour be pleased to state if the recruitment age in 
the Postal Department of the new entrants has been restricted between 
19 and 21 years 1

(b) Is it a tael thut the Director of Posts and Telegraphs for Sind 
and Balnchistan has advertised that an entrance examination for the 
recruitment of subordinates of the l ôstal Department will be held in 
September 1937 and that only persons of age from 19 to 21 will be eligible ?

(c) Will Government be pleased to state the reasons for such drastic 
restriction of age and is Government aware that no higher educated 
candidate than a matriculate can appear for such entrance examinations T

(d) Do Government propose to reopen the old system of recruitment 
of subordinate service ? If not, why not 1

The Honourable Sir Thomas Stewart :.(a) Yes, in the case of ad
mission to the services of clerks, Railway Mail Service sorters, tele
phone operators and telegraphists.

(b) Yes.
(c) As regards the first part, the Honourable Member is referred 

to the reply given in this House on the 16th October, 1936, to part (c) 
of Mr. N. M. Joshi *8 unstarred question No. 199. As regards the 
second part, the answer is in the negative.

(d) No ; for reasons stated by my predecessor in the reply to which 
reference has already been made.

Bfr. Lalchand Navalrai : Does this apply to clerks also who draw 
about 40, 50 or 60 rupees f

The Honourable Sir Thomas Stewart : It applies to clerks, railway 
mail sorters, telephone operators and telegraphists.

Mr. T. S. A.vinaahilingam Ohettiar : May I know whether this 
applies to new entrants or old entrants who are acting ?
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The Hononrable Sir Thomas Stewart: It applies to new entrants, 
fn order, to cover the transition period we have given certain relaxa
tions for the benefit of those of ^̂ reater age who have already been em
ployed for certain periods as temporary hands.

BIr. T. S. Avinashilingam Ohettiar : May I know what those relaxa
tions are T

The Honourable Sir Thomas Stewart : 1 will read then̂  to the 
Honourable Member. I— (a) Candidates who have an aggregate service 
of not less than 12 months prior to the 15th July last will be exempted, 
under the authority of the head of the circle in which they are serving, 
from appearing at the competitive examination, provided that, (a) 
they qualified in the previous entrance tests, (b) that they have a good 
record, and (c) that the head of the circle is satisfied that they are fully 
competent. These candidates will be confirmed in existing vacancies 
or vacancies hereafter arising, subject to the prescribed communal 
rotation, before any recruits who qualify in the ensuing competitive 
examination. II— (b) The upper age of 21 years prescribed for outside 
candidates should be relaxed in favour of candidates at present work
ing who have qualified in a former entrance test or worked satisfactorily 
for an aggregate period of not less than four months prior to the 
announcement of the holding of the examination and are not 24 years 
of age at the date of the examination. In the case of such candidates 
the examination should be a qualifying one and not a competitive one 
and they should be considered for 50 per cent, of the vacancies reserved 
for departmental candidates.

R estoration op Original Pensions after R ealisation of the A mount 
OF Commutation with  Interest.

186. ♦Bfr. Sham Lai : (a) Will the Honourable Member in charge 
of Finance be pleased to state whether it is a fact that if a Government 
servant is allowed to commute a part of his pension, he is a loser after the 
age of 70, i.e., the deductions from his pension are more than the commut
ed amount paid to him at the time of retirement ?

(b) Are Government prepared to consider the advisability of making 
a rule that the original pension may be restored after the commuted 
amount with interest has been realized by deduction from pensions ?

(c) Is it a fact that there is such a rule in force in Madras with 
regard to pensions drawn from local funds T

The Honourable Sir James Origg : (a) I would refer the Honour
able Member to the reply given by my predecessor on the 23rd Novem
ber, 1933, to parts (a) to (c) of starred question No. 1127 by Mr. Gaya 
Prasad Singh.

(b) No.
(c) Government have no information.
Mr. Mohan Lai Saksena : Will Government make inquiries with 

regard to part (c) !
The Honourable Sir James Origg : No, Sir, because in any case-Gov- 

ernnient are not prepared to^ îve pensioners option in which thoy 
cannot lose and may in a many cases gain.
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Rbprbsbntation of the Old Boys of thb ^ glo-Arabic College and
Schools, DblhiI

187. *Hr. M. Asaf Ali : (a) Has the attention of the Secretary for 
tlie Department of Education, Health and Lands been drawn to a repre
sentation sent by the old Boys of the Anglo-Arabic College and Schools 
of Delhi to the Honourable the Chief Commissioner, the full text of which 
appeared in column 2, page 3 of the National Call of Tuesday, the 3rd 
August, 1937 ?

(b) Is it a fact that the sole administrator of the Itimaduddaulah 
Endowment is the Chief Commissioner of Delhi ?

(c) If the reply to part (b) is in the affirmative, is it proposed that 
the Committee appointed by the Chief Commissioner to manage the affairs 
of the College and the School partly financed by the interest on the Endow
ment fund, should consist of persons representing the different interests of 
educational experience pointed out in the representation referred to in 
part (a) ? If not, why not ?

(d) Will Government please state what steps they propose to take to 
overhaul the Managing Committee t

Mr. H. B. A. Hydari : (a) Yes.

(b) to (d). Enquiries have been made and a reply will be furnished 
on receipt of information.

R estoration of Salt Concessions.

188. *Mr. K. Santhanam : Will the Honourable the Finance Mem 
her please state :

(a) whether since 1st April, 1937, any Provincial Government has
asked or suggested the restoration of salt concessions of the 
Gandhi-Irwin Pact in places from which they had been with- 

jj > drawn ;
(b) if the reply to part (a) be in the affirmative, what action has

been t^en by the Government of India ;
(c) whether the Government of India still adhere to the policy

indicated in reply to a supplementary question published on 
y page 1084 of the Assembly Debates, dated the 26th February,

; 1937, that the advice of local authorities will be invariably
1 accepted ;

(d) whether Government have noted the suggestion of Mahatma
Gandhi that the Provincial Governments should take steps to 

r restore the concessions ; and
' (e) whether Government propose to consider the desirability of

clarifying the position in consultation with Mahatma Gandhi 
and the Provincial Governments 1

The Honourable Sir James Chrigg : (a) Yes, the (Government of 
Madras have asked for the restoration of concessions. In doing so, 
they indicated that they would raise no objection to the coneessiona 
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beinp again withdrawn from any area if ^xt)erience should show that 
it was being,widely abused in such area.

(b) The proposal has been accepted and orders restoring the con
cessions are under issue.

(c), (d), and (e). In view of what I have just said perhaps I may 
assume that the Honourable Member will not object to thes« questions 
being treated as not arising.

Mr. T. S. Avinashilingam Ohettiar : May I know which Govern
ments have applied ?

The Honourable Sir James Origg : Only Madras, to the best of my 
recollection.

Ftot, N, O. Baaga : Will Qovemmeut wait till the Government of 
Bombay also applies for similar concessions, or will they try to extend 
theŝ  concessions to the places from which they have been withdrawn 1

The Honoural)le Sir James Origg : I do not quite follow the 
Honourable Member’s suggestion, is it that 1 should tell the Govern
ment of Madras, contrary to what I have told them, that they had better 
hold up the concessions until other Governments apply T

Prof. N. 0. Ranga : In view of the fact that the Government of 
India have thought fit to extend these concessions to those places from 
which they were withdrawn in the Madras Presidency, will Govern
ment consider the advisability of extending them to other Presidencies 
also, particularly Bombay ?

The Honourable Sir James Grigg : If other Governments apply and 
arc prepared to give the same assurances and promises as the Madras 
Government has given, the matter will certainly be considered sym- 
patlietically.

A mendment of Postal Insurance R ules.

1B9. *Mr. E. Santhanam : Will the Honourable Member for 
Industries and Labotlt {lileaSe tftate :

(a) whether any action has been taken in pursuance of the reply of
Sir Frank Noyce to question No. 444 (e) published in 
page 1086 of the Assembly Debates, Volume II, No. 4, dated 
the 26th February, 1937, regarding the amendment of Postal 
Insurance Rules ; and

(b) if the reply to part (a) be in the affirmative, whether he will
place a eopy of the amendê l rules on the table ?

The Honourable Sir Thomas Stewart : (a) and (b). The matter
been under examination, and a decision is expected shortly. A 

statement will be placed on the table in due course.
Mr. K. Santhanam : May I know why they are taking such a long 

time over this simple matt(̂ r !
The Honourable Sir Thomas Stewart: It has been a matter that 

has required considerable consideration (Laughter.)
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PROVISIONS OF THE UnBENEFIC  ̂ OCCUPATION OF LaNDS BiLL INTBODUĈ
IN THE South A fbigan Pa^ l u m e n t .

190. •!&. Kohan Lai Ba]ttexia ; (a) Will the Secretary for Eduea- 
i.ion, Health and Lands be pleased to state if Government have received 
any information regarding tHe provisions of the Unbeneficial Occupation 
of Lands Bill shortly introduced in the South African Parliament ?

(b) Have Government received any representations against the said 
Bill from our countrymen there f If so, what action has been taken to 
safeguard their legitimate interests ?

Ittr. M, 8. A. flydari: (^) and (b). The Bill was passed by the
Union Parliament during its last session and has become law. Act
jjrovides that the Minister may expropriate land in unbeneficial occupH-̂ " 
tion provided that he must leave the owner so much land as will support 
iumself and his dependents according to a reasonable standard of 
living. The Act is of general application and the local Indian Com
munity apprehended possibJ,e hardi^ip ^nd danger if it were appli^ 
strictly to petty Indian farmers in the Province of Natal. Nocessai  ̂
•representations were made to the Minister who gave a written assurance 
that tbe ' standard of living ’ would have reference to the standard 
which obtains aMsangst the particular class of peoi^e in any spec^ 
instance. He has also agreed not to apply the Act to Indian  ̂ unless at 
the suggestion of some responsible body having for its care the main
tenance or the betterment of th t̂ community as U whole. He has Îso 
agreed to consult the Agent General for India in any action he in̂ iy 
take affecting Indians.

Mr. B. Das : Has any case arisen so far against any Indian ? -
Hr. M. 8. A. Hydari: Not that I am̂  aware of.

Situation in Zanzibab .

191. *Mr. Molian Paktei^ ; (a) Will the ^cretaiy for Educa
tion, Health and Lands be pleai^ to make a statement regarding the 
situation in Zanzibar T m

(b) Before giving their approval to the amendmetrts in th  ̂ 'Clove 
Growers Association Bill, did Government consait any Indian repre- 
•entatives either in India or in Zanzibar f If so, who were they I If ii6t, 
what justification did Government have in stating that they had tSie sup
port of Indian public opinion as well as the Standing Emigration Com- 
m̂ t̂ ee ?

(c) Are Government aware of the decision of Indians in Zanzibar to 
resort to passive resistance ? If so, what will be the attitude of Gfovem- 
Bient in the matter t

(d) Have Government considered the qnestion of appointing an 
Agent for Zanzibar ? If so, when is the Agent likely to be appointed 1

Mr. M. 8. A. Hydari : (a) The Honourable Member’s attention is 
invited to my reply to Mr. Avinashilfaigam Ohettiar’s starred question 
No. 169 on the 25th August, 1937.

(b) The Honourable Member presumably refers to the Zanzibar 
Glove (Purchase lokd Bxportatioai) Decree, 1937. Before expressing
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their views on its provisiOM,'’ the Government of India confoilted the 
Standing Committee on Emijp*ation of the Indian Legislature and the 
Gonnoil of the Imperial Indian Citizenship Association, Bombay, and 
HL90 obtained a copy of a memorandum submitted to the Government of 
2^nzibar by the Indian National Association, Zanzibar. Government 
did not make such a statement.

(c) The reply to the first part is in the affirmative. As regard* 
the second part, Government consider the present scheme should be 
given a fair trial.

(d) Yes, in Bast Africa, including Zanzibar. I cannot say. v
Mr. 8. Satyamurti : With reference to the answer to part (b) of 

the question, did Sir Muhammad Zafrullah Khan or Sir Girja Sha^ar 
Bajpai, who at the time were in London, inform the Colonial Office that 
the Government of India had no objection or rather approved of the 
arrangements which were sought to be made and which are now in 
force, and if so, did they consult the Government of India T

Mr. M. 8. ▲. Hydari: The conyemtions which Sir Muhammad 
Zafrallah Khan and Sir Girja Shankar Bajpai had in London ar« con
fidential. and 1 cannot (five an answer one way or another.

Mr. S. Satyamiurti: I am asking whether, in those conversations. 
Sir Muhammad Zcifrullah Khan and Sir Girja Shankar Bajpai had any 
authority from the Government of India to give any assurance to the 
Colonial Office on behalf of the Gtovernment oif India.

Mr. M. 8. A. Hydari : I very much regret I cannot answer that.
Mr. President (The Honourable Sir Abdur Rahim) : The matter 

has been fully discussed already.

R kpbbsektation fbom Indians in Malaya  regarding the 
R ecommendations of the R ight H onourable Mr. Sastrl

192. •Mr. Mohan Lai 8ak8ena : Will the Secretary for Education, 
Health and Lands be pleased to state if Government have received any 
representation from Indians in Malaya regarding the recommendations of 
the Right Honourable Mr. Sastri ? If so, what action, if any, do they 
propose to take thereon f

Mr. M 8. A. Hydari : Yes. Government have examined it and 
taken it into consideration in their correspondence with the Malay 
Governments.

Mr. 8. 8atyamnrti : In their correspondence, have they brought up 
the question of wages and the question of housing for Indian labourers, 
as also the question of sex ratio among the emigrants ?

Mr. M. 8. A. Hydan : I should like to have notice.

A n t i-In d ia n  F b b u n o 8 in  C e y io n .

193. *111. Mohan Lai Saksena : Will the Secretary for Educati<m. 
HMlth and Landa state if Government are *Trare of the diflBcnlties which 
Indians are facing in Ceylon because of the anti-Indian feelings there f



l i  to, what steps have they taken to safegu^d the ligltimate interests of 
Indianfl there V

Hr. M. S. A. Hydari : Government are aware that Indians in Ceylon 
are not wholly satisfied with their position. They maintain close touch 
with all developments affecting Indians through their Agent and take 
such action as the needs of a particular case require.

Seth Oovind Daa : Have they taken any action in this respect till
now 1

Mr. M. S. A. Hydari : In respect of what I
fieth Oovind Das : In respect of their treatment there, because the 

Qoveniment say they are not satisfied. Have they received any oom-« 
plaints about their dissatisfaction, and have they taken any steps to
remove that dissatisfaction t

Mr. M. B. A. Hydari : For example, in regard to the Village Com
munities Bill we have made representations to the Ceylon Qovernment. 
That is one item.

Seth Oovind Das : What has been the result of that representation 1
Mr. M. S. A. Hydari : It is under consideration.
Beth Oovind Das : How long will it take to come to a decision Y
Mr, M. B. A. Hydari : I can’t say.

Coi^STrrunoN of  Ce n t r a l  B oards  or  B o d ies  of  a n  A l l -I n d ia  Ch a r a c t e r .

194. *Ur. 0. N. Muthnranga Mudaliar : Will the Secretary for 
Education, Health and Lands be pleased to state :

(a) the number and designation of Central Boards or bodies of
an All-India character which has been brought into 
exis^nce since the report of the first Round Table Con
ference ;

(b) whether any more are in contemplation, and if so, what they
are and why it is proposed to bring them into existence ;

(c) whether it is not a fact that the subjects which the existing
bodies discuss at their meetings are those which under th« 
new Constitution are the exclusive concern of the Pro
vincial Governments ;

(d) if so, whether there is not duplication of effort ;
(e) whether he is aware that there is a widespread feeling that

these Central bodies are an unnecessary superfluity ;
(f) whether before the several bodies were constituted, the Local

Governments were consulted, and if so, whether there was 
unanimity in regard to the proposals of the Government of 
India, and if not, in what respect was their divergence, and 
how in that case the various bodies were brought into 
existence ;

(g) whether, in view of the fact that the Oovernments in the Pro
vinces are now responsible to the Legislatures, unlike their
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predecessors, he would consult them in regard to these 
Boards so that they may have an opportunity of re^«fwing 
the proposals in the light of the present day Provmcial 
opinion and Provincial needs ; and

(h) the cost to the t«x-payer involved in the constitution of the 
various Boards (to be given separately for each Board) T 

J4i. M. 8. A. Hydarl: (a), (b), (f) and (h). A statement is laid 
on the table. '

(c) and (d). No. While many of the subjects to be discussed ^ill be 
the concern of the Provinces, subjects concerning Federal Agenci^ and 
Institutes for research will also be considered. There wiJU in reality be 
no duplication of effort. The bodies will assist in the formulation of 
common policies and will serve as clearing houses of ideas and bureaux of 
information for the Provinces as well as for the Centre.

(e) No.
(«) No. ______

statement regarding Central Boards, ete.

Whether 
local Gov

ernment 
were 

consulted.

Wheather 
local Gov
ernments 

wereiwani- 
mous or not.

Cost.

I. Central Boards or Bodies »n 
txis ênce.

(i) The Indian Centnkl Jute 
Committee.

Yes Yes Not ezoeeding Rt. 6 l«;khs a year.

(it) The Central AdyiBory 
Board of Health.

Yes Yes Rs. 10,000 annually.

{Hi) The Bfedioal Counoil of 
India.

Yes Yes Ks. 69,000 in 1937-38.

{iv) The Central Advisory 
Board of Education in 
India.

Yes Yes Rs. 25,600 in 1937-36.

(v) The Inter-Provinoial 
Boat'd for Anglo-Indian 
and European Education.

Yes Yes Rs. 30,000 annually. Cen tral 
Gavwnment contribute Rt. 
Rs. 3,473 only.

11. Central Boards, etc, under 
eontemphUion.

The Central Sugar C/ommittee Under pcnsultation at 
present.

lU. 6 lakhs (proposed).

(a) t
Hr. T. 8. AvizuwhlUncun Ohettiar : May I l^ow the number in

Mr. 1C B. A. Hydatl: Five. 
Mr. T. 8. Aviaashllingam Ohettiar : In (b) t 
Mr- 8. A. H ydul: Oqjs.



lb*. T. s. Ayinashilingam Ohettiar : What is that T
BIr. ll. 8. A. Hy'dari : The Sugar Committee.
Btr. B. Da« : Do Government contemplate' to have an Inter-Pro-

i încia! Waterway Board as provided in the Gorernment of India Act f
Mr. M. S. A. Hydari : That does not concern me. It should be 

addressed, I think, to the Honourable the Industries Member,

R eport of Mr . S. S. Markham  on the Museums in I ndia .

195. *Mr. C. N. Muthoraoga Mudaliar : Will the Secretary for 
Education, Health and Lands be pleased to state with reference to starred 
question No. 6 asked on the 25th January, 1937 :

(a) whether any action has been taken regarding the supply of 
, copies of the report of Mr. S. S. Markham on tbe museums

in India to the members of this House ;
(b) what action has been taken on the various recommendations 

contained in the report ;
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whelher it is proposed to make an appointment of Inspector 
General to supervise the work in regard'to museums ; and

(d) if whether they have tak n̂ into aecount t ê fact that the 
Director General of Archaeology cm well do the duties which 
it is proposed to assign to the Inspector General himself ?

Mr. M. B. A. Hydari: (a) A copy of the report has been placed in 
the Library of the House.

(b) The report and its recommendations have been carefully studied 
and are under consideration. Action has already been taken in regard to 
Central museums and some, I may inform the Honourable Member, had 
already been taken in relation to museums under this Department before 
the Markham report appeared.

The responsibility in relation t0;the great bulk of museums and specially 
those cnticised in the report lies in the Provinces alone. The Govern
ment of India are anxious to give all the help in their power and have 
asked the Provinces (and also States) whether they would be prepaied 
to send representatives to a museums conference at Delhi in the 
ensuing cold weather. If they do and the conference is held, it should 
contribute substantially to fulfilling the desire which the Government 
of India share with the 'Honourable Member for raising the standard 
and efficiency of musemns in India.

(e) No.
(d) Does not arise.

. Mr. 8. 4Satyamnrti : Will Government be pleased to supply copies 
f̂ this Beport to all Members of the Assembly T

M r.M .fl.A .H ydari: Sir, it i« not a Oov«mment publication. Earb 
copy costs Rs. 5. I have had copies placed in tbe Library of the Hous«. 
It would be very expensive to supply a copy to each Honourable Member.

Hr. S. Sfttywiiiirti : Whose pablication is it t



Mr. M. S. A. Hydari: It is a publication of the Empire Museums 
Absociation. The inquiry was financed by the Carnegie Trust.

Prof. N. O. Banga ; Has any action been taken on the many 
abuses that exist in the administration of the Cidcutta Museum, aud 
to which reference is made in that Report t

Mr. M. S. A. Hydari : I have answered that question generally.
Prof. N. O. Banga :. I want to know whether any action has been 

tnken on this in regard to the Calcutta Museum T
Mr. M. S. A. Hydari : I have no information.

B u d g e t  A llotm en t  fob  th e  AsoHiBOLOOiOAL D e f a b t u e n t .

196. *Mr. 0. N. Muthnranga Mudaliar : Will the Secretary for 
Education, Ilealtli and Lands please state ;

(a) the exiifting allotment in the budget of the Government of ludia
in respect of the Archaeological Department for the year 
1937-38 :

(b ) how it compares with that during the years before the Retrench
ment of 1932, say, in 1930 and 1933 ;

(c) whether he proposes to increase the existing allotment fur the
Department so as to provide for the inerease in the activities 
of the Department ; and

(d) whether he is aware of the widespread feeling in the ooimtry
that the Archseological Department is being starved and is 
consequently unable to do as much as is desirable t

Mr. M. 8. A. Hydari : (a) and (b). A statement is laid on the tabk.
(c) and (d). The question of increasing the existing grant of the 

Department with a view to financing certain Archeological schemes i* 
already under consideration.
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SkU*m*nt tiowint the tancHoned Bv4g»t Qrmt for (ht Archnolotiaal DtportnMiU for tk* Ttan
im-31, mi-3Z, ms-si, 1933-34, and mr-si.

Year 1937-38. 1930-31. 1931-32. 1932-33. 1033-M.

Rupee* 11,46,000 17,03,000 16,01,000 10,20,000 10,38,00*

Prof. N. O. Raiiga : What is the answer to part (d)—whether he‘ i» 
aware of the widespread feeling in the country that the Archeological 
Department is being starved and is consequently wable to do as much 
AS is (Ictarable t

Mr. BL S. A. Hydari : That is a reason why we are considering  ̂ th« 
question of increasing its grant.
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noN OF P osts op U n d er B eoreta r ib s  in th e  D epartm en t o f  
E du cation , H e a lth  and  Lands.

197. *Mr. 0. N. Muthnranga Hndalinr : WiU the Secretary for 
Bducation, Health and Lands please state :

(a) whether he is aware that under the new constitution the subjects
dealt with in his Department are those over which Provincial 
Governments have complete control, and if so, whether he 
has considered the question of the reduction of the officers 
and staft of his Department to meet the reduced work that 
has resulted ;

(b) whether it is a fact that it is proposed to appoint two Under ^
Secretaries to the Department shortly, and if so, what is the 
necessity for them, especially in view of part (a) above j

(c) whether it is proposed that the officers referred to above should
have had previous experience in the Provincial Secretariats 
and if not, whether it is expected that they can be of much 

' use in their new sphere of activities ;
(d/ whether it is not a fact that the appointment of Under Sec

retaries will mean going back on the recommendations of 
the Retrenchment Committee, 1931, and if so, what is the 
justification ;

(e) the |>eriod for which the officers now proposed to be recruited 
will be kept in the Department ;

(f  ̂ whether it is a fact that the creation of posts of Under Sec
retaries in the Department of Education, Health and Landii 
is to opportunity for training to young officers of the 
Indian Civil Service in administration ;

(g) whether these posts are not new posts and as such whether they
will increase the existing number of Indian Civil Service 
posts and to that extent the total expenditure on items ivhich 
are non-votable ; and

(h) whether Government are aware of the impression that the
creation of posts of this kind is not part of a plan to increase 
the I.umber of Indian Civil Service posts with a vicAv to 
appointment of an increasing number of Europeans t

Mr. M. B. A. Hydari: (a) It is only some of the subjects with 
which this Depatrment deals that can be termed Provincial subjects. 
There has been no reduction in the work of the Department. On the 
other hand the work shows signs of increasing.

(b) Yes. One Under Secretary has recently joined. The appoint- 
ments are necessary partly because of increased work in the Depart
ment and also as part of a provisional scheme by which there shall, in 
future, be available a sufficient number of officers serving with the 
Provinces with experience of administration in the Central Government 
to provide the superior Secretariat staff of the Central Gk)vemment.

(c) Previous Secretariat experience is desirable but not essentiaL 
The latter half of the question asks for an expression of opinion.
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(d) The General Purposes JSub-Cooimittee of the Retrenchmoi^ 
Advisory Committ#e in their Report in 1931 did not recommend the 
abolition of any post of Under Secretary in th«i Dt̂ aytmeijct̂

(e) Three years.
(f) As will be seen from the reply to part (b) this is one of the 

objeccs of these appointments.
(f?) The posts are new. It has not been decided whether they 

should be added to the permanent cadre of the Indian Civil Service.
(13) Assuming that the word ** not ** in this part of tĥ e question 

is a mistake, the answer is in the negative.
Seth Ctovind Das ; The Honourable Member has just said that the 

work is gradually increasing. May I know, when Aese departments 
are practically provincial departments, what is the reason of this increase 
of work f

M. ft. A. HTdaxi : More references are received now. As I have 
said in answer to Mr. Muthuranga Mudaliar’s question, tihere is still a 
great necessity for the work of oo-ordination even in activities which 
are prii^arily provincial, and it falls to this Department to act as such 
(!0-ordinating authority.

Mr. B. ftatyanmrti : With reference to the answer to part (b) of 
the question, may I know whether there is any schcme for training a 
l^rgc or a small number of junior civilians in the various departments 
for secretariat work, in the Central Government, and whether this is 
part of that scheme ?

Mr, M. B. A. Hytlari : I have alTea^ answered. There is a provi
sional scheme.

Mr. 8. Satjramnrti; May l  know how niany appointments th.s 
Kchcmp contemplates T

Mr. M. B. A. Hydari : I must ask for notice of that question.
Mr. 8. Satyamnrti : May I know whether thwe two appointment*

hove been assigned to the Education, Health and Lands Department 
b̂ecause they wanted these two extra hands for doing their work, or 

whether these two hands were found work ^ere as part of the general 
scheme of training them T

Mr. M. B. A. Hydari : It is for both the reasons, partly for one, and 
tpttrtly for the other.

Mr. 8. Batyamurti : I want to know particularly whether these tm  
appointments are largely for enabling Secretariat servants to be trakwd 
in the various Central Government Departments, or Whether it w 
largely for increase of work !

Blr. M. 8. A. Hydari: I am sorry that I cannot allocate its reepeetiTC 
weight to each of these reasons.

Mr. ftsi ^akaaa ; Is it not a fact that any iocirea ' oi work falls 
heavily on the lower staff and that while there is an increase in tlie 
higher staff there is no increase in the lower T

(No reply.)



Mr. Mohan Lai Sakrtiia : With reference to the auBwtfr to part
td) of the question, May I know what was the number of Under 
Secretaries at the time the Committee made the recommendation 1

Mr. M. S. A. Hydari ; One. There was one sanctioned post but 
it was not filled.

Mr. Mohan Lai Saksena : Did the Committee make any recommenda
tion l or additional Under Secretaries t

Mr. M. S. A. Hydari : No.
Mr. T. S. Avinaahilingam Obettiar : What is the number now of Sec

retaries and Under Secretaries and Joint Secretaries in the Department f
Mr. M. S. A. Hydarl; One Secretary, one Joint Secretary, two 

Deputy Secretaries, two Under Secretaries, and one Assistant Secretar;̂ -.

R evision of the L ist of V ernaoulab Newspapers suppued  with 
P ublications on A gbicultube.

198. *Mr. 0. N. Muthuranga Mudaliar : With reference to the 
answer to starred question No. 14 asked on the 25th January, 1937, will 
the Secretary for Education, Health and Lands please state the result of 
his consideration of the question of revising the list of newspapers to whom 
the publications referred to in my question should be given free T

Mr. M. S. A. Hydari : The list has been examined in consultation 
with the Provincial Direetortj of Agriculture and the Director of Public 
Information and considerably revised and enlarged.

T reaty of Friendship, Commerce and Navigation between Great 
Britain and  Zanzibar .

199. *Seth Govind Das : Will the Secretary for the Department of 
Education, Health and Lands be pleased to state ;

(a) whether Government are aware of the existence of a treaty of
friendship, commerce and navigation between Great Britain 
and Zanzibar signed on 30th April, 1886, which was though 
abrogated later, yet its terms were embodied in a treaty 
signed in 1898 ;

(b) whether Government's attention has been drawn to Article 4
of that treaty His Highness the Sultan of Zanzibar binds 
himself not to allow or recognise the establishment of any 
kind of monopoly or exclusive privilege of trade within its 
dominions by any Government, association or individual 
etc., etc. ; •

(c) whether Government of India raised in course of their nego
tiations with the Zanzibar Government the question why 
the Clove Growers Association was established in direct 
contjpavention of the said treaty and why so much power has 
been vested in a body the sole object of which is to diqcrimi- 
nato apainst Indians and thereby eliminate them from the 
clove trade ; rind

(d) if not, why they failed to do this t
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Mr. M. B, A. Hydari : (a) The treaty of 1886, referred to by the 
Honourable Member, was abrogated in 1908. So faj as Government 
are aware its terms were not embodied in any treaty of 1898.

(b) The Honourable Member has correctly quoted the last part
of Article IV of the Treaty of 1886.

(c) and (d). As the treaty is no longer in force, Government did
not make any reference to it in the course of their negotiations.

Clove Plantation and  Protection of the Interests op Indians in
Zanzibar .

200. *Mr. Amnrendra Nath Chattopadhyaya : (a) Will the Secretary 
for Education, Health and Lands be pleased to lay on the table all cor
respondence relating to the legislation and to clove plantation in Zanzibar I

(b) Will the Secretary for Education, Health and Lands be pleased
to state if Government have in contemplation any scheme to protect the
interests of Indians in Zcuizibar ?

(c) Are Government prepared to take any retaliatory measure 
against Zanzibar Government for legislating against Indian interests in 
Zamzibar ?

(d) Are Government prepared to take such steps as would influence 
the Zanzibar Government to treat Indians as their equals in all respects t

Mr. M. B. A. Hydari: (a) I regret that I am unable to comply with 
the Honourable Member's request.

(b) and (c). I have nothing to add to the statements made in reply 
lo earlier questions on the subject during this Session, and during the 
debate on the adjournment motion moved by Mr. S. Satyamurti on the 
23rd August last.

(d) I am unable to understand the Honourable Member's question.
Mr. Mohan Lai Saksena : Has the attention of the Government been 

drawn to the reply issued by the Zanzibar Indian Association to the 
Government communique ?

Mr. M. S. A. Hydari ; Yes.
Maulana Bhaukat All : May I ask in the interest of information 

if the Honourable Member will let me know if the position of the 
<»rigiDal inhabitants of Zanzibar is better or worse now t I have been 
there to Zanzibar twice and I know it was bad. Is it not a fact that 
nnless this legislation is there to protect them against cleverer people 
and better organised people from outside they will go to the wall and 
be mined T

Mr. President (The Honourable Sir Abdur Rahim) : I think all 
these arguments were put forward during the debate. I believe the 
Honourable Member was not present then.

Bhaukat All : Exactly because I was unfortunately absent 
I ask this question. I am very much interested in that. I want to 
know whether it is in the interest of any European exploiter or against 
other exploiters, cleverer people who wanted to ruin the people of the 
country of the Zanzibar clove-growers..........



Mr. President (The Honourabk Sir Abdur Rahim) : The whole 
question was discussed on the floor of the House the other daj and a 
\er6\ot arrived at.
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UNSTARRED QUESTIONS AND ANSWERS.

W omen debarred  from Employment underground in Coal Mines in
B ihar  and  B engal.

32. Mr. Badri Dntt Pande : (a) Will the Honourable Member in
charge of Industries and Labour state the number of women who have 
been debarred recently from employment underground in coal mines in 
the Provinces of Bihar and Bengal T

(b) Has emplc^ment been secured for them elsewhere, or have they 
been compensated in any other way 1

The Honourable Sir Thomas Stewart : (a) I presume that the
Honourable Member wishes to know how many women who were work
ing on 30th June last were excluded from work on the 1st July. I 
regret that there is no official record of the numbers working on those 
days. But the total average number of women recorded as working 
underground in the Bihar and Bengal coal mines, in 193^ was 6,602 
and the reduction of the permitted percentage on 1st Ĵ uly would' 
possibly have the effect of reducing the number by about half.

(b) No specific employment has been provided for those women 
who were excluded at a time when there was a substantial demand for 
agricultural labour. The Government of India have offered to make 
certain initial grants to the Governments of Bengal and Bihar towards 
approved schemes designed to enable such women to find alternative 
employment.

Establishment of a  Factory b y  the Bata Company in Bata Nagar near
Calcutta.

33. Dr. Zianddin Ahmad : (a) Will the Honourable Member in 
charge of the Department of Industries and Labour please state whether 
Government are aware that the Bata Company of Czechoslovakia has 
established a factory and a village by the name of Bata Nagar near 
Calcutta 1

(b) Is the Company registered in India 1 What is the amount of 
Indian capital in the Company ?

(c) Do the labourers working in Bata Company get the benefit of 
Geneva Convention regarding hours of work ?

(d) Is it a fact that labourers are c(»npelled to work for 9̂  hours 
which is against the Geneva Convention T

(e) Does the Company give special remuneration for overtime work ? 
If so, what are the rates ?

(f) How many times the Factory Inspectors inspected Bata Nagar 
Factory t



The Honourable Sir nom ai Stewart: (a) Tes.
(b) Yes. The rupee capital of the Company is Rs. 2,00,000. It 

is not possible to state how much of this is owned by Indian subscribers.
(c) The Honourable Member is presumably referring to the Wash

ington Hours of Work Conventio ,̂ 1919. This permits a sixty-hour 
week in Indian factories and is applicable to this factory. But lower 
limits than that fixed in the Convention are prescribed by the 
Factories Act, 1934, which is applicable to this Factory.

(d) I have no particulars of the actual hours but work f^r 9i hours 
on six days of the week would not contravene the Washingt6n Conven
tion if a weekly holiday is granted.

(e) Overtime work beyond certain limits has to be given special 
remuneration under the Factories Act. I am not in possession of the 
actual rates.

(f) This is a matter for the Government of Bengal and I regret 1 
cannot furnish information.

Employees in the V eterinary  R esearch Institute, Muktesar .

34. Dr. Zianddln Ahmad : (a) Will the Secretary for the Depart
ment of Education, Health and Lands be pleased to jrtate the number of 
employees in the Veterinary Research Institute, Muktesar, drawing 
salaries of iis. 50 per mensem or more, and how many of them are Muslims!

(b) Is it a fact that a few posts have been created recently in the 
Imperial Veterinary Research Institute 1 If so, do Government propose 
to recruit them through the Federal Public Service Commission subject 
to the Resolution of the Government of India about the recriiitment of 
minorities t

Mr. M. 8. A. Hydari : (a) 119 out of whom 27 are Muslims.
(b) Yes. Recruitment is made through the Federal Public Service 

Commission only to such posts as belong to either class I or class II. 
Owing to the technical and special qualifications required for such posts 
the orders regarding communal representation do not apply to them. 
Steps are however taken, as far as possible, to ensure sufficient repre
sentation of minority communities consistent with the requirements of 
efficiency. Recruitment to other posts is made by the Director, 
Imperial Veterinary Research Institute, subject to the general orders 
regarding communal representation.

Grant to the Lady  D upferin H ospital, B enares, and  A dministration 
OP the L ady  D xtpperin F und .

85. Mr. Sri Prakasa : (a) Will the Secretary for Education, Health 
and Lands state what the amonnt of the Lady Dufferin Fund is for 
hospitals for women and how the same is administered 1

(b) How many hospitals are run by this Fund in the United Pro
vinces ?

(c) What is the amount of grant given to the Lady Dufferin Hospital 
at Benares ?
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(e) Are Government aware that the equipments in the said hospital 
'e not sufficient to meet the needs of women in such an important pilgrim 
ntre as Benares ?

(f) Are Government prepared to consider the desirability of 
cr€;asing the grants to the said hospital under both the recurring and 
>n-recurring heads t

Mr. M. S. A. Hydari : (a) The fund amounts to Rs. 8,18,100. It is 
[ministered by a Council and an Executive Committee. The total re- 
xring income for 1937 is Rs. 41,000, out of which Rs. 28,140 has been 
lotted for grants-in-aid to Provinces for hospitals. ^

(b) 27 hospitals and dispensaries in the United Provinces are under 
e United Provinces Branch of the Countess of Duflferin’s Fund, which 
independent of the Central Committee.

(c) Rs. 12,000 per ^nnum as shown below ;
Rs.

(i) Grant from the Central Countess of DufPerin’s
Fund .. .. .. .. 1,000

(ii) Pay of a Senior Officer of the Women’s Medical
Service 6,000

(iii) Pay of an officer of the Training Reserve of the
Women’s Medical Service .. .. 2,000

(iv) Pay of a Sub-Assistant Surgeon and nursing staff
paid by the United Provinces Branch of the
Dufferin Fund .. .. .. 3,000

12,000
(d) The subscriptionB and donations received during 1936 amounted 

Rs. 1,981. The Municipal Board gives a grant of Rs. 2,500 per annum 
id the District Board Rs. 840,

(e) The authorities of the Countess of Dufferin’s Fund are aware 
the needs of the Hospital. The Silver Jubilee Fund (Central and

fovincial) have recently donated Rs. 19,000 for a new nurses’s hostel.
(f) No. The matter is one for the consideration of the authorities 

the CountesH of Duflferin’s Fund aad the Provincial Government.

MOTIONS FOB ADJOURNMENT.
M iu t a b t  A id  t o  BtTKUA.

Mr. Preildeiit (The Honourable Sir Abdur Rahim) : Order, order. 
|iave received notice of a motion for the adjournment of this House 
om Mr. Avinashilingam Chettiar to the effect that he wants to discuss
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“ a definite matter of urgent public importance, namely, the agreement 
of the Government of India with Burma to give military aid in all 
emergencies without any compensating contribution from Burma towards 
India’s military expenditure

The motion has been disallowed by His Excellency the Governor 
General on the ground that the motion cannot be moved without detri
ment to the public interest.

A ndamans H unger-Strike .
Mr. President (The Honourable Sir Abdur Rahim) ; I \ave received 

notice of two motions for the adjournment of this House with reference 
to the Andamans hunger strike from Pandit Lakshmi Kanta Maitra. 
I should like to know if he wants to move any of these motions, especially 
in view of the fact that the recent communique published this morning 
by the Government of India shows that the hunger strikers have stopped 
the strike except seven persons.

Pandit Lakshmi Kanta Maitra (Presidency Division : Non-Muham
madan Rural) : May 1 put in a word or two about these motions ?

Mr. President (The Honourable Sir Abdur Rahim) : I do not want 
any arguments. If the Honourable Member wants to move any of them, 
then I shall give^y decision.

]̂ a;ndit Lakshmi Kanta Maitra : In view of the report that has appear
ed in today’s papers that the men on hunger strike have given up their 
hunger strike, I do not propose to create any heat or embarrassment to 
the Government. I hope and I have reasons to believe that this matter 
is engaging the consideration of the Governments concerned. I do not 
move the motion in the hope that Government will do something 
tangible and that without delay on this matter.

COMMITTEE ON PETITIONS.
Mr. President (The Honourable Sir Abdur Rahim) : I have to 

announce that under standing order 80 (1) of the Legislative Assembly 
Standing Orders the following Honourable Members will form the 
Committee* on Petitions, namely :

1. Sir Leslie Hudson.
2. Mr. M. S. Aney.
3. Mr. M. GhiasuddiiL
4. Mr. Mathuradas Vissanji.

According to the provision of the same Standing Order, the Deputy 
President will be the Chairman of the Committee.

AGREEMENTS BETWEEN THE RESERVE BANK OF INDIA AND 
THE GOVERNMENTS OF BIHAR, ORISSA AND THE CENTRAL 
PROVINCES AND BERAR, AND THE SUPPLEMENTAL 
AGREEMENT WITH THE IMPERIAL BANK OF INDIA.
The Honourable Sir James Origg (Finance Member) ; Sir, I lay 

on the table : •
(i) a copy each of the Agreements between the Reserve Bank 

of India and the Governments of Bihar, Orissa and the 
Central Provinces and Berar ; and



(ii) a copy of the Supplemental Agreement between tbe Reserve 
' Bank of India and the Imperial Bank of India.

AOBEEMEirrS LAID OK THE TABLE. 773

Agretment hetweefi ĥe Governor of Bihar and the Reserve Bcaik of India,
AN AGREEMENT made this thirtieth day of June, 1987, BETWEEN THE 

GOVERNOR OF BIHAR of the one part and THE RESERVE BANK OP INDIA 
(hereinafter called the Bank’ ') of the other part WHEREAS the Bank wat 
constituted and incorporated and is regelated by the Reserve Bank of India Act, 1934 
(being Act No. II of 1934) (hereinafter caUed the Act ^') as adapted and modified 
pursuant to the Authority contained in Section 293 of the Gayernmant of India Act, 
1985 by an Order of His Majesty in Council dated the eighteenth day of March 1987 
eited as the India and Burma (Burma Monetary Arrangements) Order  ̂ 1937 with and 
subject to the various powers, provisions and restrictions in and by the Act set forth 
and it was thereby inter alia particularly provided as follows, vie, :

(1) by section 20 of the Act that the Bank should undertake to accept manifi^
for account of Provincial Governments and to make payments up {q 
the amount standing to the credit of their accounts and to carry oal 
their exchange, remittance and other banking operation! including the
management of the public debt, and

(2) by section 21 (1) of the Act that Provincial Governments sho^ld entrust
the Bank on such conditions as might be agreed upon with all their 
money, remittance, exchange and bilking transactions in India and, 
in particular, should deposit ^ee interest all their cash balances with 
the Bank provided that nothing in that sub-sectio î should prevent 
Provincial Governments ^rom carrying on money transactions at places 
where the Bank has no branches or agencies and that provincial Govern
ments might hold at such places such bidances as they may requkre 
and

(3) by section 21 (2) of the Act that provincial Governments should entrust
the Bank, on such conditions as miglit be agreed upon, with the manage
ment of the public debt and with the Issue of any new loans.

V o w  IT IS HEREBY MUTUALLY AGREED AND DECLARED by and 
between the said parties hereto as follows, that is to say ;

1. This agreement shall be deemed to have come into force on the first day of 
April 1937.

2. The general banking business of the Government of Bihar (hereinafter
referred to as ** the Government^’ ) Including the payment, receipt, collection
and remittance of money on behalf of the Government shall be carried on and
transacted by the Bank in accordance with and subject to the provifiona of this 
agreement and of the Act and with and to such orders and directions 
as may from time to time be given to tho Bank by the Goyernment through 
any Government oflflcer or officers authorised by the Government in tli^
behalf and at any of the offices, branches or agencies of the Bank ^or the time 
being in existence as may from time to time be so directed and for this purpose such 
accounts shall be kept in the books of the Bank and at such offices, branches or agencies 
of the Bank as shall be necessary or convenient or as the Government shall from 
time to time direct in tho manner aforesaid.

8. The Government shall employ the Bank as the sole Banker in India of the
Government who shall deposit or cause to be deposited with the Bank or allow the
Bank to receive and hold as banker the whole of its cash balances at any places at 
which for the time being the Bank shall have an office, branch or agency and the 
Bank shall subject to such orders as may from time to time be given by the 
Government in the manner aforesaid receive and hold for the Government all such 
monies as may be or become payable to the Government or on its account and the 
Bank shall transact at its offices, branches and agencies for the time being existing 
respectively all such business for the Gt>vemment regarding the receipt, collection, 
payment and remittance of money and other matters, as is usually transacted by 
bankers for their customers. The Bank shall make the said monies at the said offices, 
branches and agencies available for transfer to such places and at such times as the 
Government may direct. No interest dial] be payable to the Gk>vemment on asy 
the monies for the time being held by the Bank.

L225LAD c 2



4. The managemant ot the rupee public debt of the Oovwnment and the issue of 
new rti|>̂ e loaix̂  by t&ie CK>T6nimeiit and the performance of all the duties relating 
thereto respectively including the collection and payment of intcreat and principal 
and the consolidation, division, conversion, cancellation and renewal of securities 
o f the Government and the keeping of all registers, books and accounts and the 
conduct of all eorrespendence incidental thereto shall be transacted by the Bank at 
its offices in Bombay, Calcutta and Madras and at any of its offices, branches or 
ttgencies at which respectively the administration of any portion or portions of the 
public debt of the Government is for the time being conducted or interest thereon 
H for the time being payable and the Bank shall also keep and maintain such 
tegisters, books and accounts in respect of the said public debt as the Government 
may from time to time direct and shall audit all payments of such interest and act 
^nerally as agents in India for the Government in the managemd^t of the said 
publie debt and shall conduct such agency subject to such orders and directions with 
Jregard to the genertil miinagement thereof as may from time to time be given to the 
B ^k  by the Government.

5. The Bank shall not be entitled to any remuneration for the conduct of the 
t>rdinary banking i[>usine8s of the Government other than such advantage as may 
Accrue to it from the holding of the Government cash balances free of obligation 
to pay intereet thereon, and such balances sliall be maintained at an amount not 
below ftttbli ttiiniiiiuiJri as may be agreed upon betwwh the Government and the Bank 
from time to time.

Provided that if the Government ?dshes to remit funds outside the area within
its jurisdiction elcept as otherwise provided for in this agreement the Bank shall
be entitled to make a charge for such remittances at rates not exceeding those which 
tie Bank tehaî ges to Baiiks referred to as "  scheduled banks in Section 42 x>i 
the Act, subject to a minimum charge of four annas for each remittance.

The Bank shAll make ways and means advances to the Government if §o 
required at each rate of interest not exceeding bank rate as may be fixed by the 
Bank from time to time, provided that the total of such advances outstanding at any 
one time shall not exceed the amount of the minimum balance prescribed under 
Clause 5 and any subsidiary agreement provided under the Clause and provided 
further that the advances outstanding shall be fully paid off at intervals not exceeding 
three months.

7. The Government shall employ the Bank as its sole agent for investments
by Government either of Government funds or of funds managed by the Government
and the Bank shall be entitled to charge commission for sales (but not for conver
sions) at the rate of 1|16 per cent, in addition to any further charges which the 
Bank may have to pay by way of brokerage, etc. The Bank shall eollect interest 
«ad the maturity values of sueh inveattnents on behalf t>f the Government without 
charge.

8. As temnheration to the Bank for the management of the public debt â  
aforesaid the Bank shall be etd;itled to charge to the Government half-yearly a 
eolnmission at the rate of Bs. 2,000 per crore per annum on the amount of the 
Miblic debt ab aforesaid at the close or the half-year for which the charge is made, 
in calculating this charge the following amount shall be excluded from the amount 
i6f public debt, viar. :

(a) Tlie amounts bf loans diseharged outstanding after one year from the
date of a notice of discharge.

(b) The amount of stoA certificates for Bs. 50,000 and upwards held by the
Government or by any officer or officers of the Government authorised 
in that behalf, provided that such amount exceeds one crore.

And in addition to the charge of Bs. 2,000 per crore per annum the Bank shall 
be entitled to charge to the Government a fixed sum of Bs. 2,000 a year on account 
of tbe stoek certificates referred to in head (h) of this Clause and the Bank shall 
be a!so entitled to charge the public (bnt not the Government) all such fees and 
eharges as ate new or may hereafter from time to time be prescribed by the 
Qownor-Geiier«l nnder the powers conferred upon him by the Indian Securitied 
Acti 1020 <Act No. X of 1920), for dnpGeate securities and fo^ the renewal, 
ecmsolidation, division or otherwise of all Government Securities which the Bank 
Ua\m.
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Provided that loaaa not directly issued br the Government but issued under ^ e  
guarantee the Oovenunent shall not be included in the calculation for the purpose 
of this Clause but shall be a matter for separate arrangement if the management of 
auch loans is entrusted to the Bank.

9. The Bank shall maintain currency chests of its issue Department at such 
places within the Province of Bihai as the Government may, with the preVioua 
sanction of the Central Government, prescribe and the Government shall provide 
snfflcient accommodation for such chests as may be required for the deposit of notes 
or coin and shall be responsible to the Bank for the safe custody of the ffsdd 
chests, not<̂ 8 and coin. The Bank shall keep the said chests, supplied with sufficient 
notes and coin to provide currency for the transactions of the Government and 
reasonable remittance facilities to the public at the said places. The Goremment 
shall supply the Bank with such information and returns as the Bank may from ttme 
to time require as to the composition of the balances in the said chests and tlie 
amount and nature of the transfers to And from the said chests. The Bank shall 
have access to the said chests at all reasonable times for the purpose of iiispectinjg 
and checking the contents. The Government shall be responsible to the Bank
the examination and correctness of coin or notes at the time of deposit in or withdrawal 
from the said chests.

10. The Bank shall not be at liberty to close any of its offices or branches except 
on Sundays, New Year’s Day, Christmas Day, Good Friday and on any other d^y 
declared to be a public holiday by any notification published in pursuance of the 
Negotiable Instruments Act (Act XXVI of 1881) subject nevertheless and notwith
standing the provisions of t^ t  Act to any special orders or directions which may 
be issued by the Government and the Bank shall be responsible that no one of its 
agencies doing Government business for the time being existing shall be closed except 
on Sundays and on public holidays authorised by the Government within whose jurisdic* 
tion such agencies may be respectively situated.

11. The responsibility for all loss or damage to the Government which may 
result from any act or negligence or omission of the Bank or its agents in conducting 
the business of the public debt aforesaid or the p a ren t of interest or discharge 
▼alue thereon or the renewal, conversion, consolidation, subdivision or cancellation 
of any Government securities shall rest with and be borne by the Bank proTided 
however that it shall not be incumbent on the Bank to verify signatures and endorse
ments on Government Securities which prima facie appear to be in order and in the 
acceptance of which the Bank shall not be guilty of any negligence and in such 
«ases no liability shall be incurred by the Bank in respect thereto PROvroBD 
ALBO that in regard to the ordinary banking business at the offices, branches and 
agencies of the Bank of receiving and realising money and securities for money 
on account of the Govermnent and paying cheques, orders, draft bills and other 
documents whether negotiable or not in the Bank’s capacity of bankers for the 
Government and whether such business be done by the Bank or by agencies on its 
behalf the responsibility to the Government shall be that of the Bank and suCh 
responsibility shall be that of a banker to an ordinary customer.

12. The Bank shall remit on account of the Government between India and 
London such amounts m  may be required by it from time to time at the market 
rate of the day for telegraphic transfers, subject to the proviso that if a large 
trauiafer has to be effected in connection with the flotation or repayment of a 
sterling loan or analogous operation, and 5f it is considered by either party to be 
inappropriate to apply the rate of a single day, an average rate based on a longer 
period may be fixed by agreement between the two parties.

13. This agreement may be determined by either party giving to the other
party one year’s notice in writing expiring on the 31st day of March in any year, 
such notice if piven by or on behalf of the Government to be addressed to the
Governor of the Bank and to be served by leaving the same with the Head Office of
the Bank or addressing the same to him at the Head Office of the Bank by registered
post and if given by the Bank to be served by leavii^g ihe^same with or addressing
the same by registered post to the Secretary to the Government in the F inaw  
Department and immediately upon the expiration of such notice this agreement shall 
fl1>solutely cease and determtne save as to rights or liabilities acquired or incurred 
prior to such termination.

14. In the event of any dispute arising as to the terms and conditions of tUs 
agreement, or as to the rights or obligatkm of the parties hereto auch dispute or
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diir^renco of opiniou shall, in the event of the parties hereto failing to reach au 
agredmenl  ̂ be referred to the Govemor General whose deeision shall be final and binding 
at betwe^ the parties hereto.

15. Nothing in this agreement shall operate to affect in any way the obligations 
ftmposed either on the Government or on the Bank by or under the Act or any 
■Ubsequent amendment or amendments of the Act.

16. The Bank shall be entitled to perform all or any of the matters contained
in this agreement through such agency or agencies as may be prescribed by the Act 
or any amendment thereof or as may be approved by the wvemment.

IN WITNESS WHEREOF Henry Carlos Prior, Secretary to the^vernment of
Bihar in the Finance Department by the order and direction of the GOv^or of Bihar 
has hereunto set his hand and the common seal of the Beserve Bank of India pursuant 
to a Besolution of its Central Board has been hereunto af&xed in the presence of its 
subscribing officials the day and year first above written.

Signed by the said Henry Carlos Prior, '
Secretary to the Government of Bihar in tlie (Sd.) H. C. PBIOB,
Finance Department for and on behalf of the I Secretary to the Government 
Governor of Bihar in the presence of O. S. Jha, [ of Bihar, Finai^e
Under'Secretary to the Government of Bihar, Department,
Finance Department, Patna.

(Sd.) 0. S. JHA, 
Onder-Seoretary to the Oovemment of 

Bihar, Finance Department, Faina.

The Common Seal of the Beserve Bank 

oif India was affixed hereto in the presence of 

Btdtan Meherally Chinoy and Devidas Madhowji 

Thakersey two of its Directors and Sir James 

Braid Taylor, Kt., C.I.E., its Deputy Governor.

(Sd.) SITLTAN CHINOY,
(Sd.) DEVIDAS MADHOWJI 

THAKERSEY,
Directore,

(Sd.) J. B. TAYIiOB,
Deputy Governor,

Agreement between the Governor of Orissa and the Beserve BanTc of India,

AN AGREEMENT made this sixteenth day of June 1937 BETWEEN THE 
GOVERNOR OF THE PROVINCE OF ORISSA of the one part and THE 
BESERVE BANK OF INDIA (hereinafter caUed the Bank.^O of the other part 
WHEREAS the Bank was constituted and incorporated and is regulated by the 
]^serve Bank of India Act, 1984 (being Act No. II of 1934) (hereinafter calM  
** the Act ’ *) as adapted and modified pursuant to the Authority contained in 
Section 298 of the Government of India Act 1935 by an Order of His Majesty in
Ootmcil dated the eighteenth day of March 1937 cited as the India and Burma
(Burma Monetary Arrangements) Order 1937 with and subject to the various
powers, provisions and restrictions in and by the Act set forth and it was thereby
inter aUa particularly provided as follows, via,,

(1) by section 20 of the Act that the Bank should undertake to accept monies 
for account of Provincial Governments and to make payments up to 
the amount standing to the credit of their accounts and to carry out 
tlieir exchange, remittance and other banking operations ineluding the 
management of the public debt and



(2) by section 21 (1) of the Act that Provincial Governments should entrust 
the Bank on such conditions as might be agreed upon with all their 
money, remittance, exchange and banking transactions in India, and, 
in particular, should deposit free of interest all their cash balances with 
the Bank provided that nothing in that sub-section should prevent 
Provincial Governments from carrying on money transactions at places 
where the Bank has no branches or agencies and that provincial Govern
ments might hold at suClk places such balances as they may require 
and

^3) by section 21 (2) of the Act that provincial Governments should entrust 
the Bank, on such conditions as might be agreed upon, with the manage
ment of the pubUc debt and with the issue of any new loans.

NOW IT IS HEREBY MUTUALLY AGBEED AND DECLARED by and 
between the said parties hereto as follows, that is to say :

1. This agreement shall be deemed to have come into force on the first day of
April 1937. ; .

2. The general banking business of the Government of Orissa (hereinaft/er 
referred to as the (Government including the payment, receipt, collection 
and remittance of money on behalf of the Government shall be carried on and 
transacted by the Bank in accordance with and subject to the provisions of this 
aneement and of the Act and in accordance with and subject to such orders and

. mrections as may from time to time be given to the Bank by the Government 
through any Government officer or officers authorised by the Government in that 
behalf and at any of the offices, branches or agencies of the Bank for the time 
being in existence as may from time to time be so directed and for this purpose such 
accounts shall be kept in the books of the Bank and at such offices, branches or agencies 
of the Bank as shall be necessary or convenient or as the Government shall from 
time to time direct in the manner aforesaid.

3. The Government shall employ the Bank as the sole Banker in India of the 
Government who shall deposit or cause to be deposited with the Bank or allow the 
Bank to receive and hold as banker the whole of its cash balances at any places at 
which for the time being the Bank shall have an office, branch or agency and the 
Bank shall subject to such orders as may from time to time be given by the 
Government in the manner aforesaid receive and hold for the Government all such 
monies as may be or become payable to the Government or on its account and the 
Bank shall transact at its offices, branches and agencies for the time being existing 
respectively all such business for the Government regarding the receipt, collection, 
payment and remittance of money and other matters, as is usually transacted by 
bankers for their customers. The Bank shall make the said monies at the said offices, 
branches and agencies available for transfer to such places and at such times as the 
Government may direct. No interest shall be payable to the Government on any of 
the monies for the time being held by the Bank.

*.
4. The management of the rupee public debt of thc( Government and the issue of 

new rupee loans by the Government and the performance of all the duties relating 
thereto respectively includini  ̂ the collection and payment of interest and principcS 
and the consolidation, division, conversion, cancellation and renewal of securities 
of the Government and the keeping of all registers, books and accounts and the 
conduct of nil correspondence incidental thereto shall bo transacted by the Bank at 
its offices in Bombay, Calcutta and Madras and at any of its offices, branches or 
agencies at which respectively the administration of any portion or portions of the 
public debt of the Government is for the time being conducted or interest thereon 
IS for the time being payable and the Bank shall also keep and maintain such 
registers, books and accounts in respect of the said public debt as the Government 
may from time to time direct and shall audit all payments of such interest and act 
generally as agents in India for the Government in the management of the said 
public deb  ̂ and shall conduct such agency subject to such orders and directions wUh 
regard to the general management thereof as may from time to time be given to 
Bank by the Government.

5. The Bank shall not be entitled to any remuneration for the conduct of. the 
OTdinary banking business of the Government other than such advantage as may
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accrue to it from the holdinĝ  of the Government cash balances fifee of obligation 
to pay interest thereon, and such balances shall be maintained at an amount not 
below such mimmiinn as may be agreed upon between the Qoremment and the Bank 
from time to time.

Provided that if the Government wishes to remit funds outside the area within 
its jurisdiction except as otherwise provided for in this agreement the Bank shall 
be entitled to make a charge for such remittances at rates not exceeding those which 
the Bank charges to Banks referred to as scheduled banks in Section 42 of 
the Act subject to a minimum charge of four annas for each remittance.

6. The Bank shall make ways and means advances to the Opvemment if fo 
required at such rate of interest not exceeding bank rate as may tie fixed by the 
Bank from time to time, provided that the total of such advances outstanding at any 
one time shall not exceed the amount of the minimum balance presOribed under 
Clause  ̂ and any subsidiary agreement provided under the Clause and provided 
further that the advances outstanding shall be fully paid off at intervals not exceeding 
three months.

7. The Government shall employ the Bank as its sole agent for investments
by Government either of Government funds or of funds managed by the Government 
and the Bank shall be entitled to charge commission for sal^ (but not for conver
sion) at the rate of 1|16 per cent, in addition to any further charges which the
Bank may have to pay by way of brokerage, etc. The Bank shall collect interest 
and the maturity values of such Investments on behalf of the Government without 
charge.

8. As remuneration to the Bank for the management of the public debt as
aforesaid the Bank shall be entitled to charge to the Government half-yearly A 
commission at the rate of Bs. 2,000 per crore per annum on the amount of the
public debt as aforesaid at the close of the half-year for which the charge is made.
In calculating this charge the following amount shall be excluded from the amount 
of public debt, vt2, :

(a) The amounts of loans discharged outstanding after one year from the
date of a notice of discharge.

(b) The amount of stock certificates for Ea. 50,000 and upwards held by the
Government or by any officer or officers of the Government authorised 
in that behalf, provided that such amount exceeds one crore.

And in addition to the charge of Re. 2,000 per crore per annum the Bank shall 
be entitled to charjre to the Government a fixed sum of Rs. 2,000 a year on account
of the stock certificates referred to in head (h) of this Clause and the Bank shall
be also entitled to charge the public (but not the Government) all such fees and
charges as are now or may hereafter from time to time be prescribed by the
€K)vernor-General under the powers conferred upon him by the Indian Securities 
Act 1920 (Act No. X of 1920) for duplicate securities and for the renewal, 
consolidation, division or otherwise of all Government Securities which the Bank 
Issues.

Provided that loans not directly issued by the Government but issued under the 
guarantee of the Government shall not be included in the calculation for the purpose 
of this Clause but shall be a matter for separate arrangement if the management of 
such loans is entrusted to the Bank.

9. The Bank shall maintain currency chests of its issue Department at such 
places within the ORBTSA PROVINCE as the Government may, with the previous 
sanction of the Central Government prescribe and the Government shaU provide 
sufficient accommodation for such chests as may be required for the deposit of notes 
or coin and shall be responsible to the Bank for the safe custody of the said 
chests, notes and coin. The Bank shall keep the said chests supplied with sufficient 
ttotes and coin to provide currency for the transactions of the Government and 
reasonable remittance facilities to the public at the said places. The Oovenimmt
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shall supply Bank with such information and returns as the Bank may from time 
to time require as to the composition of the balances in the said chests and tha 
amount and nature of the transfers to and from the said chests. The Bank sIttU
have accesB to the said chests at all reasonable times for the purpose of inspecting 
and checking the contents. The Government shall be responsible to the Bank for 
the examination and correctness of coin or notes at the time of deposit in or withdrawal 
from the said chests.

10. The Bank shall not be at liberty to close any of its offices or branches except
on Sundays, New Year's Day, Christmas Day, Good Friday and on any other day 
declared to be a public holiday by any notificutiou published in pursuance of the 
Negotiable Instruments Act (Act XXVI of 1881) subject nevertheless and notwith
standing the provisions of that Act to any special orders or directions which may
be issued by the Government and the Bank shall be responsible that no one of its
agencies doing Government business for the time being existing shall be closed except 
on Sundays and on public holidays authorised within the area within which such
agencies may be respectively situated.  ̂ ^

11. The responsibility for all loss or damage to the Government which may
result from any act or negligence or omission of the Bank or its agents in conducting 
the business of the public debt aforesaid or the payment of interest or discharge 
value thereon or the renewal, conversion, consolidation, subdivision or cancellation 
of any Government securities shall rest with and be borne by the Bank provided
however that it shall not be incumbent on the Bank to verify signatures and endorse
ments on Government Securities whieh prima faoie appear to be in order and in the 
acceptance of which the Bank shall not be guilty of any negligence and in such 
cases no liabilitj" shall be incurred by the Bank in respect thereto PROVIDED 
ALSO that in regard to the ordinary banking business at the offices, branches and 
agencies of the Bank of receiving and realising money and securities for money 
on account of the Government and paying cheques, orders, draft bills and other 
documents whether negotiable or not in the Bankas capacity of bankers for the 
Government and whether such business be done by the Bank or by agencies on its 
behalf the responsibility to the GovemnMnt shall bo that of the Bank and aocU' 
responsibility shall be that of a banker to an ordinary customer.

12. The Bank shall remit on account of the Government between India and
London such amoimts as may be required by it from time to time at the market 
rate of the day for telegraphic transfers, sub.iect to the proviso that if a largo 
transfer has to be effected in connection with the flotation or repayment of a 
sterling loan or analogous operation, and if it is considered by either party to be 
inappropriate to apply the rate of a single day, an average rate based on a longer 
period may be fixed by agreement between the two parties.

18. TWs agreement may be determined by either party giving to the other 
party one yearns notice in writing expiring on the 81st nay of March in any year, 
such notice if given by or on behalf of the Government to be addressed to the 
Governor of the Bank and to be served by leaving the same at the Head Office of 
the Bank or addressing the same to him at the Head Office of the Bank by registered 
post and if given by the Bank to be served by leaving the same with or addressing 
the same by registered post to the Secretary to the Govemmpnt in the Finance 
Department and immediately upon the expiration of such notice this agreement shall 
absolutely cease and determine save as to rights or liabilities acquired or incurred 
prior to such termination. ,

14. In the event of any dispute arising as to the terms and conditions of this 
agreement, nr as to the rights or obligatfons of the parties hereto such dispute or 
difference 6f opinion shall, in the event of the parties hereto failing to reach an 
agreement, be referred to the Governor Getieral whose decision shall be final and binding 
as between the parties hereto.

15. Nothing in this agreement shall operate to affect in any way the obligations 
imposed either on the Government or oo the Bahk by or under the Act or any 
subsequent amendment or amendments ^  the Ael.
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16. The Bank shall be entitled to perfonn all or any of the matters contained 
in this figreement through such agency or agencies as may be prescribed by the Act 
or any amendment thereof or as may be approTod by the Government.

IN WITNESS WHEBEOF Secretary to the Government of Orissa in the Finance 
Department by the Order and direction of the (Governor of Orissa has hereunto set 
his hand and the common seal of the Beservo Bank of India pursuant to a Besolution 
of its Central Board has been hereunto affixed in the presence of its subscribing officials 
the day and year first above written.

Signed by the said P. T. Mansfield, 
Secretary to the Government of Orissa in the 
Finance Department for and on behalf of the 
Governor of Orissa in the presence of

(Bd.) U. S. NABAYAN BAO.

The Common Seal of the Beserve Bank of 

India was affixed hereto in the presence of 

Devidas Madhowji Thakersey and Sultan 

Meherally Chinoy, two of its Directors and Sir 

James Braid Taylor, Kt., C.I.E., its Deputy 

Governor.

(Sd.) P. T. MANSFIELD,
Secretary to the i^ov^nment 

of Q/rissa, 1B!inanoe
Department,

(Sd.) SUIiTAN CHINOY,
(Sd.) DEVIDAS MADHOWJI 

THAKEBSEY, 
Direotora*

(Sd.) J. B. TAYLOB,
Deputy Oovemor.

Agreement hetu>een the Governor of the Central Provincet and Berar and the Beeerve
Bank of India,

AN AGBEEMENT made this thirtieth day of June 1937 BETWEEN THE 
GOVEBNOB OF THE CENTBAL PBOVINCES AND BEBAB of the one part and
THE BESEBVE BANK OF INDIA (hereinafter called the Bank »') of the other
part WHEBEAS the Bank was constituted and incorporated and is regulated by the 
Beserve Bank of India Act, 1934 (being Act No. II of 1934) (hereinafter called 
** the Act ” ), as adapted and modified pursuant to the Authority contained in 
section 293 of the Government of India Act, 1935, by an Order of BKs Majesty in
Council, dated the eighteenth day of March 1937, cited as the India and Burma
(Burma Monetary Arrangements) Order, 1937, with and subject to the various
lowers, provisions and restrictions in and by the Act set forth and it was thereby
Uiter alia particularly provided as follows, viz. :

(1) by section 20 of the Act that the Bank should undertake to accept monies
for account of Provincial Governments and to make payments up to
the amount standing to the credit of their accounts and to carry out
their exchange, remittance and other banking operations including the 
management of the public debt, and

(2) by section 21 (1) of the Act that Provincial Governments should entrust
the Bank on such conditions as might be agreed upon with all their 
money, remittanee, exchange and banking transactions in India and, 
in particular, should deposit free of interest all their cash balances with 
the Bank provided that nothing in that sub-seetion should. prevent



Provincial Goyernments from carrying on money transactions at places 
where the Bank has no branches or agencies and that provincial Qovem- 
ments might hold at such places such balances as they may require, 
and

(3) by section 21 (2) of the Act that provincial Governments should entrust 
the Bank, on such conditions as might be agreed upon, with the manage
ment of the public debt and with the issue of any new loans.

NOW IT IS HEBEBY MUTUALLY AGREED AND DECLABED by and 
between the said parties hereto as follows, that is to say :

1. This agreement shall be deemed to have come into force on the first day of 
April 1937.

2. The general banking business of the Government of the Central Provinces And 
Berar (hereinafter referred to as the Government **) including the payment, rec ĵTc, 
eollection and remittance of money on behalf of the Oevernment shall be w ried  on and 
transacted by the Bank in accordance with and subject to the provisions of this 
agreement and of the Act and with and to such orders and directions 
as may from time to time be given to the Bank by the Government through 
any Government officer or officers authorised hj the Government in that 
behalf and at any of the offices, branches or agencies of the Bank for the time 
being in existence as may from time to time be so directed and for this purpose such 
accounts shall be kept in the books of the Bank and at such offices, branches or agencies 
of the Bank as shall be necessary or convenient or as the Government shall from 
time to time direct in the manner aforesaid,

3. The Government shall employ the Bank as the sole Banker in India of the 
Government who shall deposit or cause to be deposited with the Bank or allow the 
Bank to receive and hold as banker the whole of its cash balances at any places at

^which for the time being the Bank shall have an office, branch or agency and the 
Bank shall subject to such orders as may from time to time bo given by the 
Government in the manner aforesaid receive and hold for the Government all such 
monies as may be or become payable to the Government or on its acxwunt and the 
Bank shall transact at its offices, branches and agencies for the time being existing 
respectively all such business for the Government regardinjif the receipt, collection, 
payment and remittance of money and other matters, as is usually transacted by 
bankers for their customers. The Bank shall make the said monies at the said offices, 
branches and agencies available for transfer to such places and at such times as the 
(Government may direct. No interest shall be payable to the Government on any of 
the monies for the time being held by the Bank.

4. The management of the rupee public debt of the Government and the issue of 
new rupee loans by the Government and the performance of all the duties relating 
thereto respectively including the collection and payment of interest and principal 
and the consolidation, division, conversion, cancellation and renewal of securities 
o f the Government and the keeping of all registers, books and accounts and the 
conduct of all correspondence incidental thereto shall be transacted by the Bank at 
its offices in Bombay, Calcutta and Madras jind at any of its offices, branches or 
agencies at which respectively the adminlstrntion of any portion or portions of the 
public debt of the Government is for the time being conducted or interest thereon 
IS for the time being payable and the Bank shall also keep and maintain such 
registers, books and accounts in respect of the said public debt as the Government 
may from time to time direct and shall audit all payinents of such interest and act 
generally as agents in India for the Government in the management of the said 
public debt and shall conduct such agency subject to such orders and directions with 
regard to the general management thereof as may from time to time be given to the 
Bank by the Government.

5. The Bank shall not be entitled to any remuneration for the conduct of the 
ordinary banking business of the Government other than such advantage as may 
acerue to it from the holding of the Government cash balances free of obligation- 
to pay interest thereon; and stieh balances shall be maintained at an amount not 
ImIow such mininiiim as may be agreed upon between the Ooreniment and the Bank̂  
from time to time.
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Provided that if the Oovemment wiehes to remit funds outside the area withiu 
ill jnrlBdlction except as otherwise provided for in this agreement the Bank shall 
be entitled to make a charge for su<sh remittances at rates not exceeding those which 
the Bank charges to Banks referred to as scheduled banks ”  in Section 42 of 
the Act, subject to a minimum charge of four annas for each remittance.

6. The Bank shall make ways and means advances to the Government if  so
required at such rate of interest not exceeding bank rate as may be fixed by the 
Bank from time to time, provided that the total of such advances outstanding at any 
one time shall not exceed the amount of the minimum balance prescribed under 
Clause 5 and any subsidiary agreement provided under the Olairte, and provided
further that the advances outstanding shall be fully paid off at interns not exceeding 
three months. ^

7. The Government shall employ the Bank as its sole agent for investments 
by Government either of Government funds or of funds managed by the Government 
and the Bank shall be entitled to charge commission for sales (but not for conver
sion) at the rate of 1|16 per cent, in addition to any further charges which the 
Bank may have to pay by way of brokerage, etc. The Bank shall collect interest 
and the maturity values of such investments on behalf of the Government without 
charge.

8. As remuneration to the Bank for the management of the public debt as
aforesaid the Bank shall be entitled to charge to the Government half-yearly a
commission at the rate of Bs. 2,000 per crore per annum on the amount of the
public debt as aforesaid at the close of the half-year for which the charge is made.
In calculating this charge the following amount shall be excluded from the amount 
c f  public debt, rta. :

(a) The amounts of loans discharged outstanding after one year from the 
date of a notice of discharge.

(h) The amount of stock certificates for Bis. 50,000 and upwards held by tWf 
Government or by any officer or officers of the Government authorised 
in that behalf  ̂ provided that such amount exceeds one erore.

And in addition to the charge of Bs. 2,000 per crore pef annum the Bank shall 
be entitled to charge to the Government a fixed sum of Rs. 2,000 a year on account
of the stock certificates referred to in head (5) of this Clause and the Bank shall
be also entitled to charge the public (but not the Government) all such fees and 
charges as are now or may hereafter from time to time be prescribed by the 
Oovemment under the powers conferred upon it by the Indian Securities Act, 1920 
(X  of 1920), aa adapted and modified by the Government of India (Adaptation of
Indian Laws) Order, 1937, for duplicate securities arid for the renewal, consolidation,
division or otherwise of all Government Securities which the Bank issues :

Provided that loans not directly issued by the Government but issued under the 
guarantee of the Government shall not be included in the calculation for the purpose 
of this Clause but shall be a matter for separate arrangement if the management of 
such loans is entrusted to the Bank.

9. The Bank shall maintain currency chests of its issue department at such places 
within the Central Provinces and Berar aa the Government may, with the previous 
sanction of the Central Government, prescribe and the Government shall provide 
sufficient accommodation for such chests as may be required for the deposit of notos 
or coin and shall be responsible to the Bank for the safe custody of the said 
chests, notes and coin. The Bank shall keep the said chests supplied with sufficient 
notes and coin to provide currency for the transactions of the Government and 
reasonable remittance facilitijss to the public at the said places. The Government 
shall supply the Bank with such information and returns as the Bank may from time 
to time require as to the composition of the balances in the said chests and the 
amount and nature of the transfers to and from said chests. T ^  Bank shall 
have access to the said ebests at aU reasonable times for the purpose of inspecting 
and checking the contents. The Government shall be responsible to the Bank for
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Uic ejnmination and coxroctnwB of coin or notes at the time of deposit in or withdrawal 
from the said ehesta.

10. The Bank shall not be at liberty to close any of its offices or branches except 
on Sundays, New Year's Day, Christmas Day, Good Friday and on any other day 
declared to be a public holiday by any notification published in pursuance of the 
Negotiable Instruments Act, 1881 (XXVI of 1881), subject nevertheless and not* 
withstanding the provisions of that Act to any special orders or directions which may 
be issued by the Government and the Bank shall be responsible that no one of its 
agencies doing Government business for the time being existing shall be closed except 
on Sundays and on public holidays authorised by the Government within whose jurisdic
tion such agencies may bo respectively situated.

11. The responsibility for all loss or damage to the Government which may
result from any act or negligence or omission of the Bank or its agents in conducting 
the business of the public debt aforesaid or the payment of interest or discharge 
value thereon or the renewal, conversion, consolidation, subdivision or cancellatii^n 
of any Government securities shall rest with and be borne by the Bank, provfaed 
however that it shall not be incumbent on the Bank to verify signatures and endorse
ments on Government Securities which prima facie appear to be in order and in the 
acceptance of which the Bank shall not be guilty of any negligence and in such
cases no liability shall be incurred by the Bank in respect thereto PROVIDED
ALSO that in regard to the ordinary banking business at the offices, branches and 
agencies of the Bank of receiving and realising money and securities for money 
ou account of the Government and paying cheques, orders, draft bills and other 
documents whether negotiable or not in the Bank’s capacity of bankers for the 
Government and whether such business be done by the Bank or by agencies on its 
behalf the responsibility to the Government shall be that of the Bank and such 
responsibility shall be that of a banker to an ordinary customer.

12. The Bank shall remit on account of the Government between India and
London sufih amounts as may be required by it from time to time at the market 
rate of the day for telegraphic transfers, subject to the proviso that if a large 
transfer has to bo effected in connection with the flotation or repayment of a 
sterling loan or analogous operation and if it is considered by either party to be
inappropriate to apply the rate of a single day, an average rate based on a longer
period may be fixed by agreement between the two parties.

13. This aCToement may be determined by either party giving to the other
party one yearns notice in writing expiring on the 31st day of March in any year, 
such notice if ^ven by or on behalf of the Government to be addressed to the
C ôvemor of the Bank and to be served by leaving the same with the Head Office of
the Bank or addressilig the same to him at the Head Office of the Bank by registered
post and if given by the Bank to be se^yed by leaving the same with or addressing
the same by registered post to the Secretaipr to the Government in the Finance 
Department and immediately upon the expiration of such notice this agreement shall 
absolutely oease and determine siave as to rights or liabilities acquired or incurred 
prior to such termination.

14. In the event of any dispute arising as to the terms and conditions of thlu 
agreement, or as to the rights or obligations of the parties hereto such dispute or 
difference of opinion shall, in the event of the parties hereto failing to reach ati 
agreement, be referred to the Governor-General whose decision shall be final and binding 
as between the parties hereto.

15. Nothing in this agreement Bhall operate to affect in any way the obligations 
imposed either on the G<)vemment or on the Bank by or under the Act or any 
iiibsequent amendment or amendments of the Act.

16. The Bank shall be entitled to perform all or any of the matters contained
!n this agreement through such agency or agencies as may be prescribed by the Act
or any amendment thereof or as may be approved by the Government.

IN WIINESS WHEEBOF Mr. C. D. Deghmnkh, C.I.E., I.O.8., Secretary
to the Government of the Central Provinces and Berar in the Finance Department, by

order and directien of the OoveTHor the Central Province and Berar has 
|[ere«n|;o set his liand and the common seal of the Beserre Bcudc of India pursuant to a
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BeBolQtion of its Central Board has been hereunto alBzed in the prevenee of its 
subscribing offieials the day and year first above written.

Signed by the said Mr. 0. D. Deshmukh, 
O.I.K, LC.S.I Secretary to the Government of the 
Central Provinces and Berar in the Finance 
Department, for and on behalf of the Governor 
of the Central Provinces and Berar in the presence 
of—

(Sd.) BAHMAT KHAN.
(Sd.) ZAKIE HUSAIN.
(Sd.) I. HUQ.

(Sd.) C. D. DESHMUKH,
Secretary to the Government 
of the OentraX Provinces and 
Berar, Finance Depa/rtmewt,

The Common Seal of the Beserve Bank of 

India was af^xed hereto in the presence of 

Sultan Meherally Chinoy and Devidas Madhowji 

Thakersey two of its Directors, and Sir 

James Braid Taylor, Kt., C.I.E., its Deputy 

Governor.

f Common Seal
o f  the '

Reserve Bank 
of India.

(Sd.) SUIiTAN CHINOY,
(Sd.) DEVIDAS MADHOWJI 

THAKERSEY, 
Directors, 

(Sd.) JAMES B. TAYLOR,
Deputy Governor.

Supplemental Agreement between the Beserve Bank of India and the Imperial Bafnk of
India,

AN AGREEMENT made this twelfth day of July 1937 b e tw e e n  the RESERVE 
BANK OF INDIA (hereinafter called ** the Reserve Bank **) of the one part and 
the IMPERIAL B A l^  OF INDIA thereinafter called the Imperial Bank ^̂ ) of 
the other part supplemental to an Agreement (hereinafter referred to aa ‘ Mhe 
Principal Agreement *̂ ) made on the fifth day of April 1935 between the parties 
hereto whereby the Imperial Bank was appointed as on and from the first aay of 
April 1935 as the sole agent of the Reserve Bank upon and subject to the terms
set out in the Principal Agreement.

WHEREAS on account of the passing of the Government of India Act 1986 and 
the India and Burma (Burma Monetary Arrangements) Ordei 1987, it has become 
necessary that the words and expressions used in the Principal Agreement should be

NOW IT IS HEREBY MUTUALLY AGREED AND DECLARED by and 
between the parties hereto as follows :

On and after the coming into force of The India and Burma (Burma Monetary 
Arrangements) Order 1937 and notwithstanding the date hereof

(4) references in the Principal Agreement to * India  ̂ and ‘ British India’ 
shall be construed as including references to * Burma * and * British 
Burma \

(it) the expression * Governor General in Council * when used in the Principal
Agreement except in clauses 3 and 4 thereof shall mean ' the Central
Government \

(fii) references in clauses 8 and 4 of the Principal Agreement to the Governor 
General in Council in relation to his general bank^g business his accounts 
and sums due to or from him and references in the Principal Agreement 
to Govenunent in relation to receipti nnd disbnrBements demit with on
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account of Government shall be construed as bicludlng references to the 
Central Government, the Provincial Governments, the Federal Railway 
Authority, the Governor of Burma (both in his dealingi with the 
revenues of Burma and in his dealings with the Federal Fund of the 
Federated Shan States) and the Burma Railway Board.

(w) for the words ‘ ‘ he thinks f i t a n d  ‘ ‘ in his opinion contained in 
clause 13 of the Principal Agreement, there shall be substituted the words 

it thinks fit ** and “ in its opinion respectively.
(v) after the words “  of the Act occurring in clause 10 of the Prindpai 

Agreement there shall be added the worlta and figures “  and to Burma 
scheduled banks as defined in the India and Burma (Burma Monetary 
Arrangements) Order 1937

IN WITNESS whereof the Common Seals of the Reserve Bank of India and the 
Imperial Bank of India have been hereunto affixed in the presence of their respective 
subscribing officials the day and year first above written.

THE COMMON SEAL of the Reserve Bank 
of India was hereunto affixed pursuant to a 
resolution of its Central Board in the presence 
of Sir James Braid Taylor, Knight, Deputy 
Governor and iSultan Meherally Chinoy and 
Devidas Madhowji Thakersey two of the Directors 
of the Reserve Bank of India who in token of 
their presence have hereupon signed their names.

Common Seal \ 
of the 

Reserve Bank 
of India.

(Sd.) J. B. TATLOB,
Deputy Governor. 

(Sd.) SULTAN CHINOY,
(Sd.) DEVIDAS MADHOWJI 

THAKERSEY, 
Directors.

THE COMMON SEAL of the Imperial Bank 
of India was hereunto affixed in the presence of 
Sir William Lamond, Knight, the Managing 
Director and Sir William Wright, O.B.E., V.D. 
and Harry Harrison Burn two of the Directors 
of the Imperial Bank of India who in token of 
their presence have hereupon signed their names.

/ Common Seal 
I . of the 
I Imperial Bank 
\ of /

(8d.) W. I/AMOND,
Managing Director.

(Sd.) W. O. WRIGHT,
(Sd.) H. H. BURN,

Dire€Aora.

THE INSURANCE BILL.
The Honourable Blr Nripendrs Sircar (Law Member) : Sir, I beg to 

move :
That the Bill to consolidate and amend the law relating to the business of 
10 Vftnv insurance, as reported by the Select Committee, be taken into12 NOON. consideration.

Sir, the Select Committee had to devote considerable time to this 
measure on acconnt of its importance to Indian business interests. They 
were possibly a little embarrassed by the exceasive dose of instructions 
tbey received and the representations they had to consider from the 
different people assembled here. I, for instance, received a number 
of letters which at the head was marked Camp, Cecil Hotel and I 
understand that this was not the only camp. Only people who lived 
in the dharmsala did not ui  ̂ the word camp They are all camps.



An Hoaonrabte Member : Scamps 1
nie Hoiumrable Sir Nripendra Sircar : The S ”  is at the end, and 

not at the beginning. The invasion of Simla is quite easy to under
stand, because the interests are very conflicting, and the House will 
have some idea of the nature of these conflicting interests if I recapi
tulate them as briefly as possible. First of all, the United Kingdom 
companies. So far as they are concerned, their point of view is that 
the Government of India Act is their sheet anchor, that you cannot touch 
them unless the Indian companies are willing to submit to the same 
control and the same requisitions. They consider that we hAve in the 
Bill and also in the Select Committee put unnecessary restrictions on 
these companies which had been functioning without any untoward 
results. That is their view point. Then we come to the Empire com
panies. In addition to tlie complaints which are common to them and 
the United Kingdom companies they have the grievance that the Bill 
provides for retaliation against them, because, under the provisions of 
this Bill as introduced and also as reported by the Select Committee, 
Honourable Members must have noticed, there are certain powers of 
retaliation to which I shall come at the proper time. At this moment 
I am only telling the House the different interests which conflict. Then, 
foreign companies, other than United Kingdom and Empire companies— 
their grievances are more or less the same as indicated by the United King
dom and the Empire companies. Then we have the small companies. They 
call themselves young companies 'V* young life association and so on. 
Although they are young and although I admit their voice has been com
pletely drowned by the drums of the big Bombay business, yet I should 
say that in the matter of crying they have a fairly lusty voice.

An Honourable Member : Quite natural.
The Honoorable Sir Nripendra Sircar : Nothing is unnatural. 

(Laughter.)
Their complaint is Don't you listen to what the big companies say. 

They are appealing in the name of Indian business, patriotism, nationalism 
and so on. ’̂

Mr. M. S. Aney (Berar : Non-Muhammadan) : Love of children.
The Honourable Sir Nripendra Sircar ; It is not love of children, 

Mr. Auey. The complaint is that they want to destroy these babies. All 
the measures which have been streiised upon by big business, they say 
are intended really for embarrassing and throttling the business of these 
new and struggling companies. I am only putting forward their views 
without expressing any opinion at this moment. They say this idea of 
very excessive deposits, fixing of maximum commission, compelling invest
ment of assets in particular ways and locking them up and so <mi, they are 
all very well for the big companies. They cause them little embarr^ 
metit but they cause us, the younger and smaller, far greater difSculties. 
That is their view point. They say Don’t you listen to these big people. 
Their method, their technique of propaganda is very subtle. They will 
not approach you in their true colou^ they will not let you know that 
tliey are after us, tĥ  smaller companies, but they will Bay ; ‘ want to 
stop foreiipi exploitation f That will at once appeal to your patriotism
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but as a matter of fact the measures which they ii«ve snggeffted wiU not 
toiich the foreign eompanies at all in any partio^ar matter kut mil hmmiii 
the death of many of u s That is their point of view. Then we had, 
I believe we Btill have, a fair number of representations on behalf of ike 
provident SQciieties. I won’t go into tl^t jrU»t now. Tlien there is another 
batch for the mutual assurance eomp^es for which as Honourable 
Membera may have seen a special chapter, Part IV, has been reeommended 
by the Select Committee. Then, Sir, the most influential and the moat 
clamorous section, I have kept for the last, nam^, what I describe as the 
big business and, for the sake of alliteration, big Bombay business. Sir, 
I gave the House some idea of the amount of literature with which we were 
flooded. I believe that when the Select Committee was going on we had 
literature more than any hnman constitution can stand. To start with, 
this book (pointing to a book), I believe, is in the hands of every Member of 
the House. It has been be»utifully got up with limp eover. No question' 
of expense. Managing agents are rich enough. This, of course, is the 
prima donna in ultra marine, and the gayer little sisters are in muave, 
green, blue and white, and so on (show'ing some pamphlets) ; and for any 
ordinary human being to resist falling victim to this seductive literature 
requires unusual determination. I hope none of the Members of the Select 
Committee did actually succumb to it.

Bfr. N. H. Joshi (Nominated Non-Official) : I have not read it.
The Honourable Sir Nripendra Sircar : You were not on the Select 

Committee. As regards my opinion of big Bombay business, may 1 
describe their attitude in the language which has been used in the note 
of dissent by Messrs. Ghiasuddin and Essak. The idea of this section 
is to push out foreign companies on the one hand and kill out the 
smaller Indian concerns on the other and thus provide a sort of monopoly 
for a few large Indian companies in the field of insurance which has 
oome to be recognised as a very important part of social service \ Sir, 
after having read this literature and others and having received endleOB 
deputations, the Select Committee has got a very high testimonial from 
this section as will appear from what I read in the Statesman of the 
27th August and the writing left no doubt in my mind that it has a 
strange family resemblance to what is to be found in this beautiful bound 
book. The members of the Select Committee ought to aeknowledgo 
with pride the high testimonial they have received.

I read from the Statesman : •
** Members of the Select Committee, not beinff ingurance men, they have erred to a 

dej^ee which nulliliefl the very object of this legislation.  ̂’

Well, Sir, I presume from what has been said that insurance is a 
verj' recondite, very abstruse and very complicated subject, and no one 
of us here can possibly understand it in spite of the excessive amount 
of education in insurance recently bestowed on us. I think it was 
Professor Einstein who said that there are only a dozen men in the 
world who understand completely his theory of relativity. I presume 
there are only seven men in India who understand insurance, I mean 
w^se views are found in the report of the Insurance Legislation Com
mittee and I am not one of them. Sir, I can give an assarance to this
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HouAe that the Setect Committee, whatever they may have done, what
ever the degree of error they may have fallen into, were careful enough 
to make the interests of Indian business their one primary concern, and, 
so far as I am concerned, I can assure the House that I have gone to 
the farthest permissible limit under the present constitution, consistent 
with justice and fair-pJay to others. If I object to a particular item, 
to which I shall refer in a minute, it is not because I do not want Indian 
business to gain .something but because I think that what has been done 
is not only futile but, it will be an advantage to the United Kingdom 
Companies, at the expense of Indian Companies.

Sir, coming to the Bill itself, the matter which 1 referred to a 
minute ago, namely, the matter to which 1 object, is based on the defi
nitions which are found in clause 2. If Honourable Members will kind
ly have before them the Bill, there are three definitions which hang 
together. One is (BA) on page 2 of the Bill. There the Indian insurer 
is defined as follows:

** Indian inBurer means an insurer three-fourths of whose paid-up capital is held 
in their own right by British Indian subjects domiciled in India, and three-fourths of 
the members of whose governing body are British Indian subjects.  ̂’

Then, (8B) defines a non-Indian insurer in these terms :
** Every insurer who does not comply with the conditions mentioned in clause (8A) 

sholl be deemed a uon-Indian insurer.
And, lastly, (8C) is a definition of the United Kingdom insurer.

United Kingdom insurer means an insurer to whom the provisions of seetions
111, 113 and 114 of the Government of India Act, 1935, apply.

Pausing there for one moment, we find that there are three defini
tions. As a matter of fact, in the Bill the third definition of ' United 
Kingdom insurer ’ has not been used at all. It has been left hanging 
in the air. About the two other definitions, the only use which has 
been made of them is in clause 3A. Barring that, in no other clauses 
the expressions ' Indian insurer ' and ‘ non-Indian insurer  ̂ have been 
used. Therefore, we have got to see whether these definitions which 
lead to clause 3A will really do any service to Indian business. I will 
ask Honourable Members kindly to turn to clause 3A which is to be 
found on page 4 of the Bill. I may be permitted to read this clause. 
It runs thus :

No non-Indian insurer shall be registered unless as a condition of the grant 
of registration the insurer undertakes that he will, when re-insuring any contract of 
insurance effected bv him in the course of insurance business other wan life insurance 
businesH transacted by him in British India {whether the policy relating to the contract 
vt or in not issued in India) y re-insure with an Indian insurer to the extent of onc- 
lenth of the total amount insured under any such contract, unless he has obtained 
frpni the Superintendent of Insurance a certificat-e that such re-insurance cannot be 
safely effected with an Indian insurer.

If I had reasonable r̂ottnda for hoping and for believing that this 
clause taken with the definitions, which I have read to you already, will 
lead to Indian business gaining ten per cent, by statute of the re-insurancc 
to be done by foreign companies, I would have supported this measure. 
But I indicate my difficulties to the House and I will not go into the 
matter at great length now—so that the Honourable Members can for
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themselves come to their decision and judge whether the difficulties 
which I feel are red or imaginary.

Sir, the first difficulty I "feel is under section 113 (1) of the Govern
ment of India Act and, as I said, I shall not (?o into detail now. I may 
say that I am proceeding on the opinion which we have received on 
the construction of this section both from England and from la wye w 
in India. As I read it, the position will be not that this clause is 
ultra vires or that this clause is illegal but by reason of section 113 (1), 
although a United Kin̂ d̂om company does not, in fact, have three- 
quarters of their directors as Indians and although in fact three-quarters 
of the capital of the Company are not owned by Indians, yet under 
section 113 (1), as I read it and according to the advice we have receiv
ed, they will be deemed to be an Indian company. As Honourable- 
Members are aware, whenever white is asked to be taken as black, we 
say white must be deemed to be black. That is the significance of the 
word ‘ deem ’ in law. If I am right there—and again I would ask 
Honourable Members to think the matter out for themselves— t̂hen 
what is the position? The position is that, first of all, the United 
Kingdom insurer will contend—and, in my opinion, contend correctly— 
that he is not hit by it at all, and, therefore, he need not re-insure in 
an Indian Company. If the matter had rested there, it would have been 
bad enough, but it is made worse when you consider the other end, 
namely, the company with which re-insurance is going to be made. Let 
us take, for illustration, a (Jerman company, which has got to re-insure 
by reason of this clause. Under this clause, the German company will 
have to re-insure, but with whom ? They will have to re-insure with 
an Indian company and if my construction of section 113 (1) is right, 
then German company will say : “ I have carried out your requisi- ^
tion : I have re-insured with a United Kingdom company which must
be deemed to have complied with the Statutory conditions There* 
fore, again, if I am right, it means that not a single piece of re-insurance 
is guaranteed to Indian companies by this clause. That would be my 
first objection. If I had contended that this is illegal or ultra vires, then, 
of course, under another section of the statute sanction of the Governor 
General would have been necessary for its introduction.

Then, Sir, coming to the definitions themselves, apart from the ques
tion of law which I have raised, I ask Honourable Members kindly to 
consider this. Is this definition a workable definition ? Namely,
' * three-fourths of the capital owned by British Indians and three-fourths 
ef the Directors are British Indians Leaving aside for one moment 
the question of directors, and coming to the shares, as Honourable 
Members will remember in connection with Company Law Bill—and 
Honourable Members who are lawyers know well enough the legal posi
tion—If I buy a number of shares, and I register the shares with the 
company in my name, the company has no power to enquire whether 
1 am the real holder or whether I am the nominee of a European or 
whether I am the nominee of an Indian. The Superintendent of 
Insurance will have to decide whether a particular company is a non- 
Indian company or an Indian company according to the definition. 
What is he going to do ? What is the company going to do ? Is it 
expected that the Superintendent will bring a regular title suit a
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declaratory suit to pursue the question of benami in reispect of an 
aasoranee through the Court and then eome to the conclusion as to 
w]^»tber it is an Indian company or a non-Indian company. J submit 
y?ith all humility to those who hove drafted this definition that that will 
be a fatal difficulty in the way.

Theî e is another difficulty, which in not an imaginery difti- 
culty, not a difficulty which is put up simply for making out 
a case, but a real substantial difficulty and that is this. Threê  
fourths of the paid up capital is going to be owned hy British 
Indians. Supposing, today a company is started with 400 shareŝ  valued 
at Rs. 1,000 each and at the outset three hundred shares are owned by 
Indians and 100 shares are owned by non-Indians or non-British Indiana. 
That company is an Indian company according to the definition which 
has found favour with the Select Committee, because three-fourths of 
the shares are held by British Indians. I am not now going into the 
question of nominees or benamis. Supposing the next day a block of 
^ares, 25 in number, is sold by an Indian shareholder to a non-Indian— 
a European— în the uiarket, then, Sir, on that day it ceases to be an 
Indian company and it becomes a non-Indian company and in the 
evening if a European shareholder sells 30 of his sliares back to an 
Indian, it becomes again an Indian company and in this way it might 
change itn nationality and colour any number of times within the course 
of the day. The wretched shareholder who has got ixj sell his 
shares, what is he going to do ? The broker, as a matter of fact, will 
not tell you who is going to buy them, we know the practice of the 
miarket—and how is the shareholder to find out the nationality of t^e 
gentleman who is going to buy the shares ? Whether the result of

* selling the shares will turn a non-Indian company into an Indian 
company or vice versa will depend upon the colour or nationality of 
the man who is behind the broker. I submit that is another difficulty. 
The greatest difficulty is based on what we know, at least most of us 
know, namely, the way in which the shares are dealt with in the market, 
by means of blank transfers, if shares are bought by me, 1 need not gel 
myself registered at once or at all and the shares may pass through eight 
different hands before the ninth man thinks it worth his while to get his 
name registered. The position is that unknown to others the shares are 
passing through eight different liands, and possibly the Indian company 
is changing its character at eight different times. I venture to submit 
that this is a matter for your serious consideration, and you have got 
to come to a conclusion as to whether this idea of compulsory insurance 
is really going to do any good to Indian business. If I had been con
vinced that the result of the clause is going to be that Indian business 
will get this reassurance of ten per cent, from foreign companies, then 
as I said and, I will repeat, I would have supported the measure. 1 
think I should tell the House of reinsurance with Indian concerns as it 
in fact takes place. I tried my best to arrive at some decision as to 
what is the amount of reinsurance which now^a-days is placed witli 
Indian companies by foreign companies, but I regret to say that I can
not come to a satisfactory conclusion. On the one hand a note was 
put up according to which only per cent, of reinsurance is placed 
with Indian companies. That note was obviously wrong. Equally
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wrong is the other conteniiou according to whic  ̂ 1 gather some ten or 
nin  ̂per cent, of rerinsuyance is, placed with Indian concerns. Possibly 
the truth is half way between 2i per cent, and ten per cent. It is 
very difficult to ascertain as to what is exactiy the aimmnt of reinsur
ance which is now placed with Indian companies. It will not be 
to asstittî  that anythinj  ̂ more than six per cent* is really placed with 
them. The extr^Ve claims are per cent, at ow end, and nine or Uin 
per cent, at the other end. If we succeed in attaining the result which 
is desired by the framers of thfS defihftibn and of clause 3 (a), we may 
be able to increase this five per cent, or per cent, or whatever it is, 
to ten |>er cent, if, however, my view, of the law is right and compul
sion is introduced, it is not difficult to im^ine that t-here would be 
r ŝrtitment and a« 1 said, not one pice of reinsurance would he placed 
with an Indian company. I would once more beg this House to app^ 
their minds to these questions, and delete f<n unworkable and futile 
provision.

Then, 8ir, there is another matter in connection with this which I 
wotild like to place before the House, not in a spirit of uttering a threat 
or Of attempting to coerce thifl House to change their opinion if it is 
againiii mine. There is, however, this possibility* that the view may be 
taken that whether my opinion is right or my opinion is wrong, at any 
rate the question of law involyed in a doubtfial matter. If that view 
ia takcoi, then under the instructions issued to the Governor General, 
the Bill must be referred for the significance of Hi.s Majesty’s pleasure. 
I am not suggestiii  ̂that if the Bill goes there it is bound to be wrecked 
there, it might or it might not be, in fact the Governor General m^  ̂
or may not eoiusider the matter doubtful but the probability of clauae 3 (a) 
compelling a refexence to England has got to be borne in mind. I would 
ask every Honourable Member of this House to take this statement in the 
spirit in which it has been uttered, not aa 4 threat, but as pointing out a 
serious difficulty in my way. I, as much as other Members, feel that this ia 
a Bill which is a ^ d  Bill (though it may not satisfy all the fighting aec- 
tionis), and this Bill should p̂ uased if possible without delay. After all, 
Honourable Members will have to consider whether the risk of thia kind or 
doubtful questions of tliis kind are worth being raised for trying to 
achieve tJie result of increasing reinsurance from five or six per cent, to 
ten per cent. The risks are not worth taking and the game is not worth 
the candle.

Then, Sir, liMving dealt with 3A, I may tell the House that I do not 
prô >ose to tire them by taking them through every single section in 
thij*? long Bill, but only place before you some of the important provi- 
sioiis leavinp others to be discussed at the time of the amendments. I 
shall indeed be keenly disappointed.........

Mr. M. A. Jinnah (Bombay City : Muhammadan Urban) : Will the 
Honourable IMember give the reference to the paragraph of the Instru- 
Djojit of Instni(;tions mentioned by him ?

The Honourable Sir Kripendra Sircar : I think it is 19 or 27, but it 
iDv Honourable friend will give me time till tomorrow, I will give hinr; 
the fxact paragraph. I believe it is ofn̂  iff tĥ  fttA-clttUâ  of ^ijt I 
am not ^re. • ^

Now. Sir, I do not propose to gO ItttO all the a ĉtioitt ; that Wifl îjf̂  
the Houae and it ia unaooeMry. are going to diaeu .̂,mopl; olythem
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when amendment come up ; and, as I was ^ing to sâ , 1 shall indeed 
be keenly disappointed if I do not get at least 400 amendments to this 
Bill (Laughter.)

Pandit TAfcarhmi ElEkiita BSaitra (Presidency Division : Non-MuUnm- 
madan Rural) : We can promise you a good deal mor .̂

The Honourable Sir Nripendra Sircar : But 1 said, at least 400 
That allows 4,000. (Laughter.) ^

Of the clauses to which I desire to draw your attention as concisely 
as possible, I may here mention one, vte., that this Bill provides for com
pulsory registration of all insurers. Whether they are Indian or non* 
Indian or whatever they are, they have got to be registered before they 
can function here and carry on business. I then wish to draw the atten
tion of the House to two sub-clauses. If they will kindly refer to para- 
gra]ih (e) of sub-clause (J2) of clause 3> they will find this :

* ' l u  the case of an insurer havang his principal place o f baiinese pr doiniciie 
outside British India, a statemeiit verified by an afiddavit made by the principal 
of the insurer setting forth the requirements (if any) not applicable to nati6nals ot 
the country in which such insurer is constituted, incorporated or domiciled which ate 
imposed by the laws or' practice of that country ilpon Indian natioiia.lB as a conditi<w 
of carrying on insurance business in that country ;

This :hias got to be taken with a section which comes much later. 
Put the reason why the Select Committee added this is clear. This Bill 
provides for meting out the same measure to a foreign company as an 
Indian company would have to receive if the Indian company were 
carrying On business in the foreign country. That is to say, if  by law 
or by administrative practice an Indian company carrying on business 
in Germany,—I am giving it as an illilstration,—is put to certain res
trictions, those restrictions shall be placed upon a German company 
carrying on business here. That being the idea, this was put in by the 
Select Committee really for getting information on affidavit as to what 
conditions have got to be complied with by an Indian company which 
thinks of carrying on business in the foreign country. This is for getting 
that information. Then I draw your attention also to mib-clausp (.?) of 
clause 3 :

** In the case of any insurer having his principal place of business or domicilo 
outside British India, the Superintendent of Insurance shall withhold registration or 
shall cancel a registration already made, if he is satisfied that in the country in 
which such insurer has his principal place of business or domicile Indian nationals are 
debarred by the law or practice of the country from carrying on the business of 
insurance, or that any requirement imposed on such insurer under the provisions of 
section 53 is not ratisfled.”

The necessity of adding ** by law or practice of the country aribes 
from the fact that we were informed that in certain countries although 
there is nothing in the law to prevent a foreign insurance company from 
functioning there, yet by executive orders such foreign companies are 
excluded ; and to rope in both administrative orders and law this has 
been added by the Select Committee.

Pandit leakihnii Kanta Maitra What are those countries 1
The Honourable Sir Nripendra Sircar : I was told,—I speak subject 

to eolation,—that Japan is one of them.
Mr. B. Da» (Orissa Rlvision : Nbn-Mnhniamadan) : And also Italv.
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The Honourable Sir Nripendra Sircar : I am teld by Mr. Das that 
in addition to Japan I might have mentioned Italy.

Then, Sir, coming to the requirements a« to capital, the Bill, hs 
Honourable Members will remember, provides for a working capital of 
not less than Rs. 50,000, exclusive of deposits and preliminary expensoH 
in connection with the flotation and the formation and starting of the 
company. That is provided for by clause 5 ; and, as I have said, one of 
the points which will have to be considered is whether the complaint of 
Ihe >ounger companies is just, that both in the matter of working cepi- 
iai and in the matter of deposits we have made these amofunts excessive. 
I can assure the House that in connection with every matter that wiU 
arise I do not intend to take up any dogmatic or an unreasonably obsti* 
nate attitude but shall be quite ready to consider points brought out in 
debates here, on the floor of the House. .

Sir, about deposits, if I may just shortly remind the Btduse, for life 
()u»siness only the deposit is two lakhs of rupees, arid for fire li, for 
l̂arine oiily 1̂ , for accident and miscellaneous ; for life plus fire or 

marine or accident and miscellaneous, it is three lakhs out of which two 
lakhs are to be allocated for the life business. Then for life plus any 
two of those I have mentioned, the deposit is four lakhs, out of which two 
l^hs, as in the previous case, has got to be in the case of life insurance 
busings specially earmarked. When it is business consisting of life 
insurance plus all the three other businesses I have mentioned, it la 4J 
lakhs, out of which two lakhs must be kept for life insurance. Where 
there is no life insurance business, but any two of the above three are 
carried on, the amount has been fixed at 2J lakhs ; and where there ii 
no life business but all the three other businesses are carried on, it is 

lakhs. In this connection, I should point out a change,—rather an 
important change,—favourable to the younger companies which has 
been introduced by the Select Committee. When I say younger com
panies I do not want to mislead the House ; there are some companies 
which never get old, they are always young. (Laughter.) Now, Sir, in 
connection with the younger companies what the Select Committee have 
done is this. 1 think in the Bill which I introduced  ̂ speaking from re> 
collection, I allowed them three years for payment of the deposit. What 
has now been done is that they are allowed to pay in seven instalments ; 
they must pay at once Rs. 50,000 and the balance in six instalments. I 
thought young lives would feel cheerful after the concession which had 
been made to them ; but appetite grows, and I was told that they would 
be perfectly happy if they got ten years. And now I am told by Bhai 
Parma Nand that even if you give them 20 years they will all die. 
(Laughter.) Well, Sir, there are some babies which are so sickly that 
possibly to put an end to them in a perfectly non-violent way is the most 
desirable course. (Laughter.)

Then, there is a small matter on whic^ J need not detain the House 
long. The Select Committee has added that a Register should be kept 
in India of policies and claims. There are various particulars and details 
with which deposits are encumbered, but it will not be useful in any way 
if I mention them here.

There will be much discussion on clause 15 dealing with the returns 
to be made by insurers which I may describe shortly as “  out̂ side insur̂



fSir NripAfadtti Sircar.] 
ance I ought to explain what I feel at the foment nbout them. Cer̂  
tain tek|ui8fttioii8 on outside companies were made compulsory under the 
Bill wkieh I introduced. The requi«iiions have been added to by the 
Select Committee to a considerable extent  ̂ but I will not tire the House 

going into details ; and 1 shall discuss the question generally. To 
the increase of the burden which the Select Committee has placed on 
outside insurers, very strong objection bias been taken that they are 
really not necessary, and they should not have been introdnced in the 
Select Committee. Beading two dissentient notes, it is obvious to me 
that if they are pursued, there will be, on the one hand, amendments for 
reducing the burden to what was laid on them in the Bill as introduced 
or possibly less ; and on the other hand, amendments will be moved for 
increasing the burden still further........

Mr. S. Sa1(7ainurti (Madras City : Non-Muhammadan Urban) : And 
delete the clattae also.

Tlie HanigNirabte Sir Kripendra Sircar : That is increasing the bur
den. I have considered this matter very carefully. I shall be prepared 
to support the decision of the Select Committee. If further burdens are 
iatended to be placedi the point of view from which I intend to look at 
theDA)—and I hope other Honourable Members will look at it from the 
same point of view,—is this. Will these additional burdens which are 
going to be thrown upon outside companies, whether in the shape of 
another Schedule or otherwise, do any good to Indian business ? Wijl 
that contain information which will help India or Indian business in 
any way T If it does, then I shall offer no resistance to the increase of 
those burdens ; but on the other hand, if those burdens are going to be 
placed not for any benefit to us, but simply because it might embarrass 
others to some extent, then, Sir, I hope the House will agree not to support 
such a proposal. It will dopend on the merits of the particular measure 
^hich is included in the amendment.

Then after clause 15, I should like to take you to clause 2&. This 
is a clause which will loom large in the discussions here. Clause 26 is 
at page 12 of the last paragraph. May I just describe the situation 
ereated by the clause in colloquial and non-legal language ? What has 
been recommended by the Select Committee is, that every company, 
Indian or non-Indian or Empire Company, all insurers, in fact whether 
company or partnership or individuals, will have to keep certain amoua  ̂
of their assets in India. That amount of assets may, again in coUoquiaJ 
language, be described as assets equal, at least in value, to the matured 
claims against the insurer, plus a reserve calculated according to acturial 
methods representing the value of the claims which are maturing but 
which have not yet matured. That is to say, the present value of the 
totality of the claims against the company have got to be ascertained. 
To find out the matured claims is quite easy, and those who are experts 
can equally without difficulty arrive at a figure representing the value 
of the claims which are maturing. These two sums taken together represent 
a certain amount, and assets equal to that amount must be kept in 
British India. I am not complicating the matter by telling you as to how 
those assets are to be kept.

Honourable Members will remember that when the Bill ^as intro
duced, 1 believe the Bill provided for investing 33 l|3rd per cent, in
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Government securities. Under clause 26 tke whole of the. aî iets fepre- 
senting the value of the claims matured and maturing have got to bo 
i»d; apart, preserved and kept ill the ReseWe Btofc for saifie custody. 
Wheii this was passed by a majorfity of the Select Committee, it was 
pointed out to me,—not that I am responsible for it,—that it would be 
unworkable, because many Indian companies have got assets represented 
by buildings, by loans on mortgages, other house properties and so on.

Pandit Lakshmi Kaata MUtra : Loans on policies also.
The Honourable Sir Nripendra Sircar ; Loans on policies will be 

deducted in arriving at the figure. What the opponents of the provi
sion say is,—and I have no doubt that the contention raised is a ver̂  
serious contention,—how are we going to put in the whole of these assets 
either with the Reserve Bank or with some other Bank or in some otĥ iv 
way, if we are not in a position to do so by reason of all our assets not 
being in the form of liquid assets ? That is one objection which h£is 
been taken. As I said when I introduced the Bill, my ambition was far 
more limited, and I had provided for 33 1|3 per cent, of the assets being 
invested in Government securities.

Then, there arie further details of clause 26 with which I will not 
now tire the House' because, I am-sure this clause 26 will be debated at 
great length on the floor of the Housê  and indeed that deserves to be 
done, because it is a matter of great importance, and it is obvious thnl 
difficulties lie in the way of at least the Indian Companies,—I am not 
speaking for English companies at the moment,—carrying out the bur
den which we have placed on them. 1 am sure English and other foreij/ii 
companies will strenuously oppose clause 26.

Then I come to the vexed question of Managing Agents. As I said,
I will not go back on the assurance 1 have giv^n that I shall not be 
obstinate, but I desire to be frank. At the present moment I have homi
cidal mania for the Managing Agents of insurance companies, though 1 
recognise the necessity of Managing Agents of other companies. 
(Laughter.) I dare say I may be cured by good treatment, by sym
pathy and by patience, but at the present moment, I entertain violently 
hostile feelings to Managing Agents of insurance companies. I have 
been asked in dozens of representations which poured on every Mem
ber of the Select Committee, “  Why are you so inconsistent ? You gavr 
20 years for other companies, why only three years for insurance com
panies ? ”

Pandit Lakshmi Kanta BflUtra : Because you had not that homicidal 
desire last year !

The Honourable Sir Nripendra Sircar : No. The statement of fact 
that I advocated 20 years for Managing Agents of all companies is iu)t 
correct. I was described—as fighting the battle of the Managing Agents, 
and some people who have now developed rather a soft comer for the 
Managing Agents were then the bitterest enemies of the Managiuj? 
Agents. (Laughter.) But Honourable Members will remember that 
my whole argument was based on statements like those of Sir Pursho< 
tamdas Thakurdas which I quoted on three different occasions, and the 
argument was this. Having regard to the history of industrial concerns

---------------------------, .



‘ Mr. ■ M. A. JinAah : Peculiar Mstory 1 '
nie Sir Nri]Mxi4ra Sircuu:: . . . . . .  peculiar  ̂ yery peculiar

history, haying regard to that/in mdi^trial poncerns yp)i paunot <!• 
without !Mana,giiig Agents. You oannot secure capital for manufactur
ing,^ncerns without managing jEtgents. But̂  Sir Purshotamdaa Thakut- 
das, not only in his evidence before the Enquiry Committee, but also iu 
his recent utterances, has repeated that what he has said about manag
ing agents does not apply to bankc/ and inliuran ê companies. If that i« 
so and if this House, without a division, and with a,cclamat̂ p̂, carried 
the measure against the ban’kirig" companies, how can they advocate 
Managing Agents for Insurance ? I see no reason why tlie Managing 
Agents should not be treated in the same way, and I confess I made a 
mistake when I provided for them three years wh^n they ought to have 
been allowed two. But it is not too late to move an amendment. 
(Laughter.)

I will not go into the question of Managing Agents in greater detail 
now, but when th« time arriVes, it will be my duty to point otit that an 
insuring company invests money and that there is no pretence for 
managing agents as in an industrial or a mining venture. In a mining 
company, for instance, the mine may collapse and Managing Agent mufrt 
find, .say, 20,000 at once, on his own credit. It is the credit of the 
!&IIahaging Agent which enables the company to go on. The basis of the 
argument which was used; in connection with giving 20 years to the 
Managing Agents is altogether non-existent, according to my humble 
view, in the case of insurance and I shall be in a position to show what 
unconscionable amounts are taken by Managing Agents in connection 
with insurance business. But it is rathefr interesting to observe what 
the Select Committee has done. What they have done is this. They 
have given them ten years,— ŵell, Sir, I have lost there—but they har  ̂
put in a condition that the Managing Agent cannot get morel than 
Rs. 2,000 a month, that is, Ha. 1,000 as salary and Rs. 1,000 for misoellane. 
ous allowances, perquisites, etc. ; that is. He. 2,000 is the highest. I may 
tell you, as proceedings of the Select Committee are supposed to be 
secret, they were broadcasted simultaneously with our speeches there. 
(Laughter.)

After the managing agency clause had been settled at the com
mittee, the same evening I came across a Managing Agent who was ir* a 
fairly frenzied condition. He said, What have you done t ”  I said, 

I have done nothing. I wanted to give you three years, but you 
have got ten years, and donH you thank your stars 1 Nothihg of 
the kind. You have put restrictions. I can make more in three years 
without restrictions than with restrictions in ten years./’  ̂ (Laughter.') 
I am sure that if you send for their representatives and give them the 
choice, ** Will you take five years without restriction, or will you take 
ton years with restriction,”  they will plump for five years and will 
accept even four or three years—but restrictions they will resist.

I need not tire the House with sections about amalgamations and 
BO on. The Select Committee had in mind, as also the authors of the 
Bill, that on account of heavy deposits, on account of other restrictions, 
on account of the tightening up of the law, it may be necessary-for some 
of the smaller companies to amalgamate, and the object which the
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(Jommittee had in view was, as far as possible, to make amalgamation an 
affair as isimple as possilDle. I am not going into the questions of nomi* 
nations and assignments ; they are bound to come up before the House 
and be threshed out here. They, however, give welcome relief to policy* 
holders.

Then we come to clause 35—no commission to be paid except to a 
licensed agent. There, again, the fight was between the big and the 
small, the contention of the smaller compahies being that this will 
hamper them. But the Select Committee 'has accepted it, and, as at 
present advised, I am very strongly in favour of keeping this clause 
about licensing agents. Certain difficulties have been pointed out, and 
I dare say they will be pointed out again, but Honourable Members will 
have to come to a conclusion whether, considering arguments pro and c(h% 
we are doing any good—I think we are—by insisting on licensing pf 
agents. As regards the prohibition of rebates, I hope every Member of 
the House wiir support the diecision of the Select Committee which was 
also in the Bill. A matter will arise, as one of the major points for dis
cussion on the floor of this House, whether the Select Committee was 
right in not fixing a maximum commission in reispect bf insurance. I 
shaU now pnly present the two cAitendiing viewii, leaving Honorable 
Members to have time to come to thejgr own conclusion. It is said by 
those who want a maximi^m to be fixed that unless you fix a maximum 
your provisictn for prohibiting rebate becomes meaningless, it becomcw 
altogether useless. I confess I do not .agree with the view that it 
becomes altogether useless or meaningless. Let us look at it from the 
practical point of view. Here is my agent who is going to work for 
me as the seeker of policies. He will be quite satisfied to work for 15 
or 20 or 25 per cent. Why do I pay him 100 per cent, now t It is 
admitted that sometimes more than 100 per cent, is paid. Why do I 
pay him 100 per cent, or more now ? Because I know perfectly well 
tî at out of the 100, 50 or 75 per cent, will go to the man who takes out 
the policy. That really explains the excessive amount of remuneration 
which is paid to the agent to enable him to keep a share for himself and 
part with a share to the man who takes out the policy. My submission 
is that if you do not fix the maximum commission but insist on a rebat̂ e 
the provision is not useless. There will be no incentive for me to give 100 
per cent, to my agent. So I do not agree that it becomes altogether use
less. Then it said in the big book, I mean the de luxe edition of the 
Tusiirance Committee ̂ s Report—(the younger companies gay that 
their technique of propaganda is subtle, and so it is)— No, no. It has 
nothing to do with younger cotnpanies ; it is only for the benefit of India. 
It is Mother India who is concerned.’  ̂ How ? Because, you see, these 
foreign companies are dumping and if they are prevented from paying 
more than 25 per cent, or 40 per cent, or whatever the maximum may be, 
then India will flourish, Mother India will get a little more &trerx^V 
(Laughter.) Two of the signatories of this book were examined as wit
nesses, two of them were on the Advisory Committee, and without tiring 
the House by going into detail.........

Pandit Tjakshml Kanta Haitra : Tou are not tiring.
-Tlie Honourable Bir Nripeadra fllroar : . . . . .  .but I myself may get

) p lur ^  expert was put MPi and I muiit admit that he put up
 ̂the case for In îa as hicrh as possible ĵind when India’s oeâ  

is put up hy an European or an American, it receives greater weight.
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He admitt^ tkat he ijs not able to prove anythiBg abourf dumpiiig / ’ or 

imfliir eompetition ”  now, but he suspeetS: and he alleges that thê e 
forelgii companies pay large reĵ atea. Stop for one moment there. Let 
us assume that it is possible that they do. It has not been proved that it ifc* 
quite possible that they are doing it, but on the other hand are we to ignore 
the smaller companies altogether because by reason of the subtleness of 
the propaganda our heart is going to be touched with patriotism for 
shutting out the foreigner ? Look at a small company which struggling 
or which is being started today. Why should it not, supposing the limit is 
40, in a particular case, pay 50 per cent, or 55 per cent, for securing busi 
ness, knowing that it has a hard struggle to keep it going against well- 
established big companies. If that is so, why should they not pay ? Then 
it is said, ' Well, if yoti allow them to pay rebates without limit, what will 
happen to the company ? The cotnpany will go insolvent May I present 
the other side of the picture t As a matter of fact, up to' this day, Uow 
many companies have, if any, gone insolvent because they have paid exces- 
eive commissions 1

An Hononnble Member : None.
The Honourable Bir Nripendra llircar : Is that not really an argu

ment for the Slake of argument ? Secondly by reason of the 
pi^visions which I hope you will adhere to, burdens have 
been placed on all companies, big and small, European 
and non-European, to guarantee that business is run on sound 
lines. You have given power to the Superintendent to inquire into their 
affairs and to give them directions "when things are going wrong. Power 
is also given to wind up the company if its affairs are going wrong. By 
this control, supervision and powers of interference, the younger com
panies, say, you have done all that is necessary and no further hindrance 
should be put in their way, which prejudices us in our struggle against 
well-established and big companies. These are the two opposite views 
Which I place before yoti for your consideration. Then, there is a small 
matter, and not a very small matter either, which is of practical impor
tance. It was in the Bill also. Honourable Members may remember and 
may possibly have come across cases where policies are issued froixi 
England and if there is any dispute, questions will be tried under lihe 
English law, the money payable in England and ^  That does 
create difficulties sometimes, I do not say often but it does create difficulties 
in the way of the Indian assured and particularly if he is a small man. 
He has got to get his money there. If there is any difficulty, he has to file 
the suit in England and so on. What has been provided is that if the 
policy is issued (and it need not be issued in England), but in respect of 
busine\ss transacted in India, the assured will have the right to teccive 
l>ayment in British India, whatever provisions to the contrary may be 
existing in the policy and further he will have the right to sue in British 
India and any dispute between the policyholder and the company 'will be 
decided under British Indian law. Although the cases are not of very 
frequent occurrence, T still venture to think that is a move in the right* 
direction.

Then claiw 41—Payment of money into eoUrt-—!  am not ĝ iing to read 
that long clause but this provision is extremely necessary. Case$ are not 
infrequent Vhere insuraiioe companies hold back mon^ on the ground,—
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I do not say on the pretence—it may be legitimate ground, that we cannot 
make over the money to anybody, because there is nobody to give u» 
a discharge. Two sons of the deceased policyholder may be fighting and 
they may have set up two different wills and so on. The result is that 
ultimately by the time the dispute is over, and this may be two or three 
years or if the parties are rich, and go to the Privy Council, the case may 
drag on for ten years. In the meantime the money earns no intevesi. 
What is provided is that where such is the case and the plea of the insur
ance cotmpany is that it does not kno*w whether it can get an adequate 
discharge, then the company shall pay the money into court. The costs of 
tbe application for paying money into court; has got to be borne by the 
insurer but if further costs are incurred by reason of any unreasonable 
conduct of the man claiming the money, then the cô ts in such a case mmt 
remain in the discretion of the court.

I will not trouble you with the sections relating to winding up, sec
tions 44 to 52. I now come to clause 53 which deals with, if I may naa 
colloquial language, powers of retaliation. In the Bill as introduced, what 
was provided "was that the Governor General in Council may impose con
ditions on foreign companies exactly similar to those which would be 
placed on Indian companies in those foreign countries. Now, that  ̂may ' 
has been changed into ' shall That is, it has been made obligatory for 
the Governor General in Council to take these retaliatory,, meaaurea. I 
want this Honourable House to consider carefully one matter. What 
answer I am going to give to the question as to whether it should be ‘ may ’ 
or ' shall ' will depend a good deal on what is going to be prô îded i|i the 
other sections. For instance, if in the matter of deposits, in the matter of 
keeping assets and so on, in the bigger matters there is no discrimination 
of the foreign companies, "whatever the country of origin, and they are 
under the same obligation as the Indian companies, then if only small 
matters are left out, I would rather not have this in a mandatory form. 
It may be that there is a trivial difference between Indian law and 
Czecho-slovakian law. We shall have to pursue that and to insist on 
something being complied with by t^e company here which is of no use to 
anybody. Otherwise, it is not my intention to suggest to this House that 
if it is  ̂ may ' it will be left to the Governor General in Council tf> decide 
arbitrarily what should be done to foreign companies. If matters left 
open are limited to *what I have described as minor mattens then the pro
vision should be permissive. I ought to draw the attention of the House 
fto a provision which has been made and which is of far-reaching conse
quences. It is this. If an insurer has taken premia from a polieyho’der 
for two years, then after the death of the policyholder it will not be open 
to the insurer to refuse payment on the ground that there was some mis
representation in the statements or in the medical reports or friends' 
reports which led to the issue of the policy. We have made an excep
tion in the case of frauds. If the insurance company is in a position to 
prove that it is a fraud which was practised, then it will not come within 
the operation of this rule. But I may remind the House of two cases 
recently tried in the Calcutta High Court and the insurance company 
lost both the cases. Other cases were settled. They were tried by 
Justice Lort-Williams. The Learned Judge points out that under the 
law, as it stands, when you make those questions and answers the basis 
of rt;he contract, as is usually done, then even if these statements are
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immaterial, the contract becomes void and the policyholder gets nothing. 
The idea is to prevent insurance companies from raising this plea. As 
a matter of fact, they have two years for making enquiries. I do not 
agree to omit the proviso in case of fraud because in my humble opinioH 
that will be a setting of premium on fraud. If a man knows that even 
if he commits fraud, all that he has got to do is to manage to exist for 
two years and then it will be quite safe, that will not be a deisirable 
situation. V̂

Pandit Lakshmi Kâ ato MDaitra : The onus of proof ought to be btn 
the insurer.

The Honourable Sir Nripendra Siroar : It has been provided in that 
way : the onus is on the insurer. If my Honourable friend, Pandit 
Lakshmi Kanta Maitra, will kindly turn to clause 39, he will find what, i 
think, meets the point which he has suggested by his question. It runs 
thus :

No policy of insurance shall, after the expiry of two years from the date on 
which it was effected, be called in question by an insurer on the ground that a state- 
ment made in the proposal for insurance or in any report of a medical officer, or 
referee, or friend of the insured, or in any other document leading to the issue of the 
policy, was inaccurate or false unless the insurer shows that such statement was on a 
material matter..........’ ’

It must be not only a misrepresentation but it must be fraudulent 
and on a material matter—
** and fraudulently made by the policy-holder and that the policy-holder knew at the 
time of making it that the statement was false.
All that has got to be shown by the insurer.

I am afraid. Sir, I shall take about 15 minutes more.
Mr. President (The Honourable Sir Abdur Rahim) : In that case 

the Honourable Member can continue his speech after Lunch.
The Assembly then adjourned for Lunch till Half Past Two of the

Clock.

The Assembly re-assembled after Lunch at Half Past Two of the
Clock, Mr. President (The Honourable Sir Abdur Rahim) in the Chair.
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The Honourable Sir Nripendra Siroar : Sir, during the course of 
niy speech this morning, my Honourable friend, Mr. Jinndi, wanted refer
ence to the paragraph in the Governor General’s Instructions. I shall 
read it and then hand it over to my Honourable friend. This is para
graph 27 :

“  Our Governor General shall not assent in Our name to, but shall reserve for the 
signification of Our pleasure any Bill of nny class herein specified, *'
that is to say, I need not repeat, (a), (b) and (c) as item (d) is the one
which I t̂ hink touches the matter :

(d) any Bill regarding which he feels doubt whether it does or doe® not
offend against the purposes of Chapter HI, Part V, of the said Act.

this may involve this course being followed, if clause 3-A is‘retained.



The Select Committee has introduced a provirion which i& to he found 
in Clause 43, the result of which is tha.t no dividend or bonus is to .be 
ileclared except out of surplus ascertained by actuarial valuation* By 
•wne it was considered unnecessary, but I think it is a useful provision.

I should like to make a passing reference to clauses 54 and 55. Clause 
54 relates to particulars to be filled by insurers establisflied outside British 
India. The previous clause as I said before we adjourned for Lunch 
relates to the power of the Governor Ĝ eneral in Council to deal with 
foreign companies in a retaliatory measure. Under clause 54 :

** every insnrer having his principal place of business or domicile outside dritisii
Imdia, who establishes a place of business within British India or appoints a repre- 
•entative in British India with the object of obtaining insurance buaineM, shall within 
ll^ee months from the establishmeut of such place of business or the appointment of 
••eh agent, file with the Superintendent of Insurance—

(a) a certified copy of the charter, statutes, etc.,
(h) a list of directors if the insurer is a company,
(o) the names and addresses, etc.,

(e) a statement of the class of insurance business to be carried on by tho
insurer. —

and then there has been added by the Select Committee a clause to which
I wish to draw your attention,—

** ( / )  a statement verified by an affidavit setting forth the special requirements, 
if any of the nature specified in section 58 imposed in the country of 
origin of the insurer on Indian nationals. * *

The next clause 55 relates to books to be kept by insurers established 
outside British India. That really finishes the part relating to insurance.
• We come now to Provident Societies and Co-operative organisations. 
The main provisions to which I need only make passing references are, 
that they must not guarantee a larger amount than an annuity of Rs. 50 
or a sum not exceeding Rs. 500. Under clause 60, what is called the 
aystem of dividing policy, that has been abolished. We have provided 
also for registration and for working capital. tn>., that the working 
capital should not be less than Rs. 5,000, exclusive of deposits and pre
liminary expenses. The amount of deposit wanted is to be found in 
elaose 63, that is Rs. 5,000 deposit for the first year, and further deposit 
every year of not less than one-fifth of the gross premium income, until 
the sum total of the payments comes up to the limit of Rs. 50,000.

I need not trouble the House with the register of books and things of 
that kind, of revenue accounts, balance sheets, etc. These are details, but 
details have been attended to. Reference may be made to clause 71 which 
is an important provision to which many Provident Societies are object
ing. But I think this House should adopt it for the safety of the people 
'who have resort to these Provident Societies. Speaking briefly, the object 
of this clause is, that every five years or earlier if that is required by the 
constitution of the particular Provident Society, an investigation should 
be made into the financial condition including valuation of the assets and 
liabilities of that society. It will be necessary for the actuariaJ report 
which will be founded on that investigation to contain various particulars 
which are set out in clause 2, but with which I do not think I should trouble 
this House at this stage. The important provision which follows, from
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what has gone brfore, is that if there is no surplus according to actuarial 
valuation {which ex hypothesi has been made), i.e., no surplus for dividend 
or fodHUS) t/hen the actuary will report whether the society is in an insolvent 
condition. He should further report whether there should be winding up 
proceedings. Honourable Members will have noticed that in the Sdeet 
Committee an improvement has been made in relation to various matters 
where the Superintendent and other officials are given powers to interfere 
with the affairs of the insurers and to give them directions a^d so on. The 
Select Committee has added that in every case an opportumty should be 
given to the insurance company or the insurer to explain whatever has 
been found against him by the Superintendent. I think that is a reason
able provision.

Clause 73, 1 think, is still more important because it insists on an 
actuarial examination of schemes. At the present moment, as Honour
able Members may be aware, there have been too many Provident Societies 
and many of them have absolutely wild schemes which do not stand 
examination by anybody understanding finances or accounts. The idea 
is not to allow societies to go on with schemes which must necessarily end 
in disaster. As regards investments of funds of Provident Societies, the 
Bill provides for 50 per cent, investment in Government securities, and 
there are also provisions similar to those in the Company Law—that is no 
loans to directors, managers and so on. I am not going now into the 
different powers which have been given to the Superintendent, but he has 
got very extensive powers for looking into and examining their affairs 
and their books of accounts and so on.

Pimdit Lakshmi Kanta Maltra : He is an insuran<  ̂ Hitler !
The Honourable Sir NriiMndra Sircar : No. If I may remind my 

Honourable friend, in many instances the Superintendent is subject to 
the powers of the Court. I would like my Honourable friend to say in 
Germany to Hitler, that he is subject to jurisdiction of Courts. There 
will be no adjournment motions over the fate which will overtake my 
friend.

Then, Sir, part IV deals with mutual assurance companies. I admit 
that that was an omission on our part ; we had not attended to them 
properly. But they made repressentations and the provisions which have 
been made in Part IV, I know, have generally met with their acceptance 
and they are fair. The provision is, that they should have a working 
capital of Rs. 25,000 ; and, as Honourable Members well know, mutual 
assurance societies have no shareholders but only policyholders are mem
bers of the company.

Then, as regards the miscellaneous provisions, of course there is a 
short clause for penalty for contravention or for default. That is to be 
found in the Bill ; but a matter which has struck me since the report of 
the Select Committee has been publi^ed I should place before the House 
for consideration without myself expressing any opinion one way or the 
other. Under this statute w  ̂ have provided for penalties for various 
defaults and contraventions. It has been fairly obvious to me, at least 
during the last few months, that there is a good deal of business com
petition,—there must be in every business,—but there is very great
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ri\'iihy and jealousy between the smaller companies, the bigger companies 
and so on. What I want the House to consider is whether to avoid harass- 
nieiits, for avoiding insurers being dragged to police courts at the instanc«j 
of anybody who may present a petition before a magistrate, it is neces
sary to have some kind of control ; that is to say, the sanction of some 
responsible authority. I have no suggestions to make as to who that 
would be ; if the principle is accepted it may be I think the Superin
tendent of Insurance or anybody else.

An Honourable Member ; The Advocate-General of the Province.
The Honourable Sir Nripendra Sircar : As Advocate-General I am 

painfully conscious of ignorance of facts when giving sanctions. When 
a file was put up and I had to give my sanction, I heard one side and 
the other side was not represented, facts had not been fully investigated 
and yet I had to say whether a prima facie ease had been made out or not. 
liowever, that is a matter of detail. The first thing is, whether the House 
tllinks such a provision is necessary or not. If the House is of that 
opinion we can discuss the matter and come to some conclusion as to what 
that sanctioning authority should be. If the House thinks it is not neces
sary, diere is an end of the matter and we need not pursue it further.

Pandit Lakdhmi Eanta Maitra : No more power to your Superin
tendent.

The Honourable Sir Nripendra Sircar : I will not argue the matter 
further now. I find that my Honourable friend has a horror of the 
Superintendent but we must have somebody to look into the affairs of 
the company. If the name Superintendent is obnoxious, call him 
Adviser or call him a Friend,—call him by any other sweet name instead of 
the obnoxious name of ' Superintendent \

An Honourable Member : Call him Dictator !
The Honoiurable Sir Nripendra Sircar : I would not call him 

Dictator which he is not ; call him a Friend of the insurance companies.
Then, Sir, similar to a provision which this House adopted in con

nection with Company Law, viz., power given to the court (clause ^̂8) 
by which, in proper cases, the court may grant relief if it finds that a 
mistake has been made by inadvertence or the circumstances are.nuch 
that the penalty should not be extracted. We took that from the English 
Act in the Company Law, and that has been reproduced here in the 
Insurance Bill.

Sir, there are only one or two ver}' small matters and I have done. I 
think I ought to tell the House how at any rate at the present moment 
my mind is working as regards general insurance companies. When a 
question arises will you or will you not put a restriction on general 
insurance companies ? It strikes me in ttiis way that Indian companies 
have made considerable progress, though not as much as I would have 
desired, in the business of life insurance. We have every hope and every 
reason to believe that this progress will be maintained and that this Act 
will lead to the keeping up of this progress. As regards fire insurance 
w’e have just got a foothold ; though northing worth speaking about. In 
‘ marine ' our interest is practically notiond. But I have hopes, apart 
from progress in fire insurance, that if business is run properly, Indiau 
business ^ent (mght to have seope in <x>nnection witti a Idnd of insurande
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[Sir Nripendra Sircar.] 
which is multiplying fast,—I mean accident and motor-car insurances. 
Although We-my not be now in a hopeless position yet within a few years 
we ought to have appreciable voice in awident insurance. If that is so, 
the point of view to be considered is this. We have got to consider 
w!iether by putting restrictions, e.gr., by providing that this new accident 
insurance company, started by Indians, will not pay more than 20 per 
eeiiti as commission. You will have to consider very carefully whether 
by putting such restrictions you are really controllijtig big, well-organised, 
well-administered, foreign companies with immaise resen̂ es. You will 
have to consider if you are hittii^ them or you are, by reasoi^of these res
trictions, putting (fiflSculties in the way of the growth of liew Indian 
ventures.

Foreign companies succeed on account of their established reputa
tion, their experience, and their superior organisation. I am thoroughly 
unconvinced of any truth in the cry of cut-throat foreign competition 
That cry has been ^ised by big Bombay business, for raising a false issue. 
These are the considerations which have got to be balanced in the mind 
of each one of the Honourable Members before he comes to any conclu
sion. I beg of them to look at the matter from both points of view and 
not be too anxious to put restrictions or requirements which may hamper 
tJie growth of hew Indiian companies. Utider the mistaken belief that 
you are downing the ‘ * Foreigner  ̂̂ I do not sTiggfest that Indian companies 
should be allowed to proceed in any way they like regardless of conse
quences, and we have to arrive at a golden mean, which will, on the 
one hand, tighten the law and make it possible to have control by inspec
tion and investigation and so on, for preventing business being run on 
unsound lines ; and on the oilier hand, we may not make the law too tight 
which will operate as strangle-hold on these new Indian ventures which 
I liope will grow up and t^e reasonable share in the insurance business 
of this countiy. Fair play to Indian companies does not involve denial of 
justice or fair play to others.

Sir, there is bn̂  matter which I will mention because it may be said 
that I have paid no attention to representations made on that behalf. I 
am sure every Honourable Member here has got a large number of repre
sentations from people who call themselves fieid-workers, agents and so 
on. I am just mentioning this matter to avoid these hundreds of people 
who haVe made representations, forming the impression that their sub
missions have been ignored. They are people and they ought to have 
everj' sympathy from us, but I cannot help them. Their suggestion is 
(ŵ hether the facts are true or not 1 do not know, because after all they 
are ex-parte statements), and indeed they say that the big insurance 
companies deal with them in a moet arbitrary manner. Their renewal 
premia are not paid ; as soon as their usefulness is supposed to be extinct 
tlipy are turned out without regard to the terms of the contract, and so 
on. As I ^id, while I have every sympathy, the legal position is this. 
Either wlaat the Insurance companies have done anwxunts to a breach of 
contrfKit! a<̂ tetween the companies and their humble servants, or it did 
not. If what tliiey ^ve done amounted to a breach of contract, then the 
remedy was oppn ; the insuring company could have been sued in court. 
How are we going to i âke provisions diat eyeiry insurance company must 
do thi? or;must do ,t?wtt 1  ̂.1 may say, that th ^  rsuggestions, prompted no 

pf w^iv^,, of kindness.tp thost iuioaW people who
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work in big oflSces, are not practicable. For instance, I know one sug
gestion which was made, and it was backed by an Honourable Member of 
tills House. The suggestion was that we should lay down in this Act 
tljat the clerks in insurance offices must be paid at the rate of Es. 4Q 
rising to Rs. 100, there must be a providnt fund, and so on. But can we 
possibly adopt all these impracticable suggestions f That must, after all, 
be left to the law of contract, and it will serve no useful purpose to try 
legislation which will be absolutely futile.........

Maulana Zafar All Khan (East Central, Punjab : Muhammadan) : 
Then how to protect these interests ?

The Honourable Sir Nripendra Sircar : 1 am waiting for a sugges
tion from my friend as to how they should be protected. 1 am at my wits* 
ends.

Mr. N. M. Joshi : Give power to the Superintendent to regulate 
the conditions!

The HonouraUe Sir Nripendra Sircar : I am quite sure that if my
friend is appointed the Superintendent, the Capitali^ won’t get anything 
in the way of profit, and every piece will be paid to workmen.

I am afraid, Sir, I have taken more time than I intended, but before 
resuming my seat, I should state that this Bill involves very vital interests 
of Indian business concerns. It is not a question of politics here, or the 
Government fighting the Opposition or the Opposition fighting the Gov
ernment. In the Select Committee, every one, I can honestly sâ , tried 
his level best to improve the Bill, and although one may not agree ^ways 
as to what is improvement and what is retrogression, I have not the 
fiflig'htest doubt that, when this Bill emerges from this House, it will really 
be in an improved form and that we shall have a legislation which will 
be all to the good for Insurance business—a business, which I hope more 
and more will in future be in Indian hands. (Applause.)

Mr. Atrtiil Chandra Datta (Chittagong and Rajshahi Divisions : Non- 
Muhammadan Rural) : Sir, I rise to support the motion for the considera
tion of the Bill, as reported by the Select Committee. The Bill can be 
divided into two parts. There are some provisions relating to the con
trol by Government and some provisions for publicity. These are the 
two distinct sets of provisions which have been made in the Bill. So far 
a*i the provisions for publicity are conceited, I shall say at once that 
they have my whole-hearted support. They are intended to safeguard 
the interests of the policy holders, and I have no doubt we shall be able 
to achieve the desired object. 1 shall not go into tiie details of those 
provisions at present.

As regards the oither part of the Bill, namely, providing for the con
trol of the Government, I ccrtainly do not feel very happy over it. My 
submission is that the provisions have gone too far in the way of inter
ference by Government, and I mi^t enter my strong protest against 
those provisions. Before examining the detailed provisions of 
the Bill, we have to consider what Should be the basic principle of the 
Bill ? As is well-known, there are two well-known principles on this 
question,—o(ne is minimum of interference and maximum of publi
city That ifi known as the JSngliî h system, and the other i^stem 
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[Mr. Akhil Chandra Datta.]
direct control by the Government of the whole business, and thia 

is known as ttie Canadian system. The question is, which system are 
we going to adopt ? It is necessary, before examining the detailed pro
visions of the Bill, that we should make up our minds once and for all 
ag to T>̂ hat the basic principle of the Bill should be. Interference there 
must be ; even the English system contemplates some amount of 
control ; but the essential question is what should be the extent of that 
interference, how far that interference and control should go. Now, Sir, 
there is a radical distinction between these two principles of law. What 
is the rule, what is the principle that we are going to follow>jin ttiis Bill ? 
Before going into details,—I see my friend Mr. Sen is lookhig at me,—
I may say at once that although he professes to fellow the English system, 
in reality he has adopted the Canadian system. What is the principle 
now in operation, and what is it in this Bill ? The present Act of 1912,
I need hardly say adopted the English law of minimum interference with 
the maximum of publicity. The contrary view was urged at that time. 
It was apprehended by some that in the absence of stringent provisions 
for {he control of the activities of insurance companies, there might be 
abuse, there might be wrong investments made and so on. The question 
was discussed at great length as to which of these two principles should 
be accepted, and we all know that the Canadian system was rejected and 
the English system was adopted. And it was adopted not only by the 
Legislature but it was adopted even by the Government. Amendments, 
v/hic)i Mere actually moved by some representatives of commerce that more 
stringent provisions should be adopted on the lines of the (Canadian 
syŝ rom, were rejected not only by the Legislature but also by the Gov
ernment. The result was that those amendments were rejected an  ̂
Englisli principle was adopted in its entirety.

The Honourable Sir Nripendra Bircar : They are very fond of the 
English in 1937.

Mr. Akhil Chandra Datta : Much water has flowed down the Ganges
3 P.M. or Jumna since 1912. At all events, the Honourable 

Member in charge of the Bill wants to make State control 
far more strict and far more stringent than the Law Member of 1912 
wanted to do. There is no doubt about that, but whether that is reasonable 
or not, whether that is necessary or not in the light of experience of this 
quarter of a century, that is quite another question to which I shall address 
myielf presently. But I take it that there can be no manner of doubt 
that we are going to have a radical change of policy in the year of grace 
1937, quite different from the principle that was finally adopted by the 
Government and the Legislature in 1912. A Bill was introduced in 1925 
amending the Act of 1912. The question was re-opened on that occasion 
as to whether the same principle ought to be followed, namely, the 
English principle, or whether the Canadian principle ought to be pre
ferred. The question was considered by the Government and on that 
occasion the Government again rejected the Canadian system and accepted 
the English system for the second time.

The Honotirable Sir Nripendra Siroar : If you follow the law of 1912, 
th^ we shall have no control over foreign companies.
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Hr. AJdiil Ohandra Datta : I shall come to that point later on. The 
working of the Act of 1912 from 1912 to 1925 waa gone into, figures were 
examined as to whether Uiere had been abuses or not, how the investment* 
had been made by the different insurance companies. After considera
tion of the figures and all the other relevant materials the Government 
again came to the conclusion that there was no justification for any 
increase of Government interference. The question before us is, has any 
case been made out for a change of policy now in 1937 ? The point that 
is urged is that, although in England there is a policy of minimum inter
ference and maximum of publicity, it does not hold good in the peculiar 
circumstances of India where we have got no enlightened public opinion, 
where people are ignorant and indifferent and do not examine the actual 
position of the different insurance companies. They say that in view of 
tJiat state of things, although non-interference is a good rule for England, ̂  
it is not good for India. In that view of the matter it is necessary 
examine and compare the position in 1912 and 1937. My submission is 
that since 1912, the position has very materially altered. Now public 
opinion is very strong ; there has been a considerable growth of public 
opinion with regard to insurance business in this country. We have got 
now insurance journals, so many have recently come into existence.

The Honourable Sir Nripendra Sircar : Too many.
Mr. Akhil Ohandra Datta : For educating public opinion, the more 

journals the merrier. I do not think that it can be said that these insiir- 
ajjce journals are not doing great service. What do they do f ,

Pandit Lakshmi Kanta Maitra : Confuse us.

Mr. Akhil Ohandra Datta : They confuse you 1 If you choose to be 
confounded, who can help ? They honestly try to place before you the 
actual position of the different companies, how they work, what their 
capital is, how they invest the monies, what is the bonus they give and so 
on. They try to give the figures and throw light upon all these questions. 
If in the result you choose to become confounded, well, I can only be sorry 
for you. The whole question is wliether the public are on the alert, and 
whether there is a strong public opinion. On that question it must be 
admitted that these insurance journals are doing a great service. Then 
we have got Insurance Associations, provincial and all-India associationa. 
They meet and discuss general principles and also about investments and 
other tilings adopted by individual companies. Then there are the 
Chambers of Commerce of the different provinces and also the all-India 
Chambers of Commerce. They also deal with these matters and try to 
educate public opinion. I find in my part of the.country there is one 
paper at leafit, the Anand Bazar Pairika—in which from week to weelc, 
if not irom day to day, we have articles discussing the general principles 
of insurance and how things are managed by individual companies.

The Honourable Sir Nripendra Sircar : Is it supported by the manag
ing agents T

Kr. Akhil Ohandra Datta : With regard to manaô in*? agents, I may 
assure the Honourable the Law Member that I have got almost the same 
mania as he has got.
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Mr. BhulaUhai J. Desai (jBombay Northern Division : Non-Muham
madan Rural) : It ifi getting infectious !

Btr. Akhil Chandra Datta : Let me tell the House what Mr. Sen’s 
opinion is. He has told us on page 8 of his Report :

It must be said to the credit of dozen or so of insurance journals which hav« 
come into existence in recent years that there is a genuine attempt to educate public 
opinion in insurance matters. It must also be admitted as a result o£̂  their publica* 
tions and the frank criticisms which are now made of the affairs the various 
^uranee companies a certain amount of interest has been created in matters of 
insurance, and the tone of insurance business has been considerably improved.’ *

I would î ivite the special attention of the House to the considered 
opinion of Mr. Sen that the whole tone of insurance has been con- 
sideniblv improved. It has not only not deteriorated, but on 
the other hand, it has improved and improved considerably. That is 
the considered verdict of Mr. Sen.

Mr. Sen further says :
The times are not far off when publicity in India will as in England serve the 

useful purpose of preventing abuses in insurance business in this country.
Now, Sir, I am anxious to invite the attention of the House to this 

aspect of the matter. Not only things have not grown worse since 
1912, but things have improved. We have now got a public who are 
more familiar with these things, more on the alert and therefore my 
submission is that there is absolutely no justification for a change of 
policy.

Mr. S. Satyamurti ; So, there is no need of legislation in this 
country ?

Mr. Akhil Ohandra Datta : My Honourable friend, Mr. Satyamurti, 
^as not understood me at all. When I say that there should not be a 
radical change of policy, it does not follow that I do not want this 
legislation at all. I have stated at the outset that there are provisions 
vaiich I do welcome. After that, it does not lie in the mouth of Mr. 
Satyamurti to ask me whether there is any need for legislation. It is 
only a question of degrees of interference. As regards the Bill of 1925, 
it was dropped because there was a committee appointed in England 
at that time to consider the whole legislation in England. The English 
law 'wa.s enacted in 1909 and our Act of 1912 was based on the pro
visions of the English Act of 1909. Although the Bill was introduced 
in our Assembly in 1925, it was' not proceeded with because they 
wanted to await the deliberations of the Clauson Committee. We 
know now what the 'principle underlying the Bill of that committee is 
because as a matter of fact the Clauson Committee not only submitted 
a report but they also drafted a Bill. We know that in that draft Bill 
of the Clauson Committee the English system of minimum interference 
was adopted in preference to direct control by Government. Although 
we were waitin<r for the report of the Clauson Committee, now it is 
proposed to brush aside the views and opinions expressed and pro
pound,led in the report of that committee and in the Bill that was 
drafted by that committee. My syggestion is that no <?ase, is made 
out for givincr more power to the Government after quarter of a century. 
There is a fundamental difference between India and those countries in 
which the policy of actual direct control has been adopted. After all.
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those are free couatries and there the control by the Government is 
really control by the people. Insurance is a Central subject. It ik for 
my triend, Mr. Sri Pr k̂aaa, to make up hfe mind as to whether he should 
ffive more powers of control and interference to the com,infc Federal 
Government than the control which is now beinj? exercised with regard 
to insurance business.

The Honourable Sir Nripendra Sircar : There is no control now.
Mr. Akfail Chandra Datta : That is exactly my point. At present 

there is no control with regard to investment. What is proposed is 
from a policy of absolute freedom there is to be absolute compulsion. 
So far as clause 26 of the Bill is concerned, and so far as the particular 
question of investment is concerned, the doctrine of absolute compul
sion has been adopted by the Select Committee. Is there'really a citoê  
made out for going from one extreme to the other extreme. Por 
instance, with re<2:ard to investment, there is to be a drastic change, a 
revolutionary change from absolute freedom to absolute compulsion. 
Is therf» any justification for that change of policy ? My friend Mr. 
Satyamurti is in favour of severe control of investments by the Gov
ernment. I do not know whether the control that has been suffpfested 
in clause 26 is due to his intervention. In the year of grace, 1937, 
being a Congriessman, I cannot imagine how he can advocate such 
absolute powers for the Government. There mui  ̂ have been somebody 
in the Select Committee who propounded this absolute restriction. I 
was in the Select Committee but unfortunately I was held up in Europe 
and could not attend. Somebody in the Select Committee has been 
responsible for this drastic and absurd provision put in in clause 26 of 
the Bill. Besides with regard to the State control, we have got to 
remember that the control of the Legislature does not go far enough.
It is only the law that is enacted by the Legislature but the actual inter
ference, if any, will be made by the executive. That machinery has 
been supplied in the shape of the Superintendent of Insurance. I do not 
know whether he will be an Englishman or whether he will be recruited 
from South Africa or whether he will be an I. C. S. At all events, this 
is perfectly clear that he is ffoinfi: to be an arch-dictator.

Mr. B. Das : He will be controlled by the Minister of Commerce.
Mr. Akhil Ohandra Datta : We know the real value of tli î. 

The Superintendent of Police is always under the control of the 
District Magistrate. Now, Sir, ray submission is this. The 
institution of a Superintendent of Insurance with all sorts of 
powers and the control that is proposed in this Bill is really an anachronism 
in the year 1937. I know that this Bill is a measure of econiomy and 1 
am prrateful to the Honourable the Law Member for emphasising this 
lispcet.

Mr. M. S. Aney : We cannot hear anything on this side.
Dr. P. N. Banerjea (Calcutta Suburbs : Non-Muhammadan

L̂ rban) ; I will ask my Honourable friend to address the House and 
not Mr. Satyamurti.

Mr. Akhil Ohandra Datta : I am addressing Mr. Satyamurti, be- 
cause he is one of the most important parts of the whole machinery.

Now, Sir, although there should be no political considerations with 
regard to this Bill, yet in this unfortunate country politics do come in.
For instance, if you give so much power and so much control to th#



[Mr. Akhil Chandra Datta.]
Snperixiteudent of Insurance, you can well imagine a certain insurance 
company of which the managing director or the directors are persons 
whose political views and activities are not very much acceptable to the 
executive or to the Superintendent of Insurance. In that case, the 
interference and the control are likely to be a little too much. Now, 
Sir, if you have too much control and too much interference, this may 
be one step towards nationalisation. What is the case of those who 
want 80 much control V Their case is that there are lî buses which 
require remedies. But what are those abuses 1 Is there iiny system 
in any human institution which is free from abuses ? It is said that 
some companies have failed. Is there any country in which companies 
have not failed V After all, we have not given the figures as regards 
the failures of the companies in this country ? My own impression, as 
far as J have been able to gather, is that there have not been too many 
failures of the Insurance companies in this country. Then, it is said, 
that some of them, although they are not dead, are in a moribund condi
tion and that they are not financially sound. This may be so with 
regard to certain companies. 1 shall admit that it is a fact with regard 
to some companies. But the question is not whether they are not in a 
sound condition but the question is : what is their unsK)und position due 
to ? Is it due to absence of control or some other thing ? As regards 
the unsound financial position of some insurance companies, may I ask 
what is the position of tiie railways ? What is the position of the Pro
vincial Governments ? Are they very sound financially ? What is 
the position of the Central Government finacially ? Because a few 
companies whose number can be counted on fingers are financially an- 
aound, the conclusion therefore is that we must have a State control of 
any degree. I should think that there is certainly a danger of unneces
sary harassment even to sound companies. The real question is : 
Should we have too much interference in the internal management of 
the companies ? Another test should be this : Whether any parti
cular provision in the Bill will develop or hamper the growth of 
insurance business, whether they will kill new and small companies 1 
A company does not deserve to die merely because it is small. That is 
the whole point. Therefore, the question for this Honourable House to 
decide is whether the Bill now before us is an English Bill •or a Canadian 
Bill ? It Ls more Canadian than English. The?*efore, my oomplaint 
.ifj that professing to make it English Mr. Sen has mj^e it Canadian. 
1 must admit that I love the English system so far ais this particular 
question is concerned for the simple reason that it discountenances 
excef?sive Government control. I cannot congratulate the Select Com
mittee for pno.viding for excessive Government control.

The Honourable Sir Nripendra Sircar : You were absent.
Mr. Aldiil Chandra Datta : Because I was absent, I did not catch 

the contagion. I might have voted for this provision also. But now I 
am in a better atmosphere. My submission is that some of the 
changes introduced by the Select Committee are more ohjectionttble than 
the original provisions in the Bill. Stome of them are most retrô rrade 
and reactionary. The control that has been pronosed in the Bill is 
exeoRsive. In support of my contention, may I invite the attention of 
the House to the leadiiisr fefltures of State control. This control is

310 LEGISLATIVE ASSEMBLY. [30tH A uG. 1937,



exercived mainly by regulating the inveetment of the funds, by the isî ue 
of licences and by limitation of commissions. These are the different 
ways in which the control is exercised. So far as the question of in
vestment is concerned, what is the actual position ? In the Act of 
1912, there were no restrictions. In that Act there was an apprehen
sion in certain sections that with restrictions on the power of invest- 
ment, there miĝ ht be abuse, but that view was rejected, as I have already 
f*ubmitted both by the Government and by the Legislature. On that 
cccasiou, after due deliberation the Government rejected the proposal 
for restrictions regarding investment on the ground that it woidd 
violate the English principle on the subject. That was the definite 
ground upon which it was rejected.

, We then come to 1925. I have already dealt with that aspect
the question. No restriction was proposed in the Act of 19?5 after 
reviewing the figures and statistics about investment. Now about the 
position subsequent to 1925, up to the end of 1933, we are grateful to 
Mr. Sen for giving us the figures with regard to investment during that 
period. From the figures he has given it is perfectly clear that 75 per 
cent, of the funds had been invested by the companies in Government 
and trust securities. In other words, the position was as satisfactory 
as it was in 1925. From 1912 to 1935 we have got the experience of 
nearly a quarter of a century as to the actual working of the companies 
and the result is that we are told by Mr. Sen that about 75 per cent, 
of the funds without any State intervention, without any interference, 
on their own initiative, according to their own light, they invested in 
Government and trust securities. In view of these figures, the question 
now is, is there any case made out for a change of policy that there 
should be restriction about investment. I do not think it would be 
anybody's contention that after 1933, that is in the years 1934 to 1987,
there have been bad investments by the Insurance Companies. Lot us'
see if Mr. Sen thinks that a case has been made out for a change of policy 
with regard tq investment, whether any case is made out for restrictions 
with regard to the power of investment. On page 28 of his report Mr. 
Sen says :

The matter was considered next in 1924 by the Government of India when they 
took up the question of insurance le^slation, *and the fi|̂ ures available at the time 
ghowed that so far as the Indian life insurance companies were concerned, a substantial 
portion of their funds was ^vested in Government and trust securities. Though it 
was found that some companies, especially one in the Punjab and one in Bengal, had 
deviated from this practice and had invested most of their funds in doubtful 
securities, yet having regard to the figures the Government of India was definitely 
of opinion that no restrictions were necessary and in the Bill which was drafted in 
1925 no such provision was made.'^

That is what appears from the report of Mr. Sen. I am anxioas to 
invite the att̂ ention of the House to this that having regard to the figures 
the Government of India were definitely of opinion.......

An Hononrable Member : Is that Mr. Sen’s opinion or the opinion of 
the Government of India 1

Mr. Akhil Ohandra Datta : The Government of India are definitely 
of opinion—and that makes my case stronger—that no restri<5tions were 
necessary and in the Bill, which was drafted in 1925, no such provision was 
as a matter of fact inserted. He also tells us that as a result of 20 year»
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working, it has been sufficiently demonstrated that there is no warrant ior 
the s^picion that was voiced in the Council in 1912 and that no case for the 
restriction has been made out. It is also pointed out that this system ha<i 
worked vety satisfactorily in England and that there is no ground for any 
statutory interference. Mr. Sen further says :

Although I am not prepared to say that a strong case has bee®̂  made out of 
legislative interference, it would in my opinion be harmless if the statute'provides that 
a reasonable portion of the funds of every insurance company should be Sept invested 
in gilt edged securities/^

That is his halting and half-hearted recommendation. He puts his 
case like this. In the first place, he proposes restriction regarding a 
portion of the funds, and in the second place he says, such restriction 
will not do any harm. He does not say it is necessary, he does not say 
it will do any good, he only says it will not do any harm. That is the 
recommendation in support of a clear change of policy on this very 
important question.

The Honourable Sir Nripendra Sircar ; He has changed his miDci
now.

Mr. Aldiil Ohandra Datta : Obviously he has become wiser by 
inspiration from the Law I\lember. So far as the actual recommenda
tion is concerned, he does not propose a drastic change. In all fairness 
to him, I must admit that his recommendation was not of a very drastic 
character or revolutionary character like that of the Select Committee. 
His recommendation was that 40 per cent, of the funds should be invested 
in government securities and 20 per cent, in trust securities. That was 
all his recommendation and not almost the totality of the assets as we have 
in clause 26. The Honourable the Leader of the Opposition says that 
it is a mad scheme, the scheme propounded in clause 26. I am glad to 
have that assurance.

The highest claim of the advocates of statutory restriction is that a 
portion of the afisets should be invested in Government and trulst securi
ties. That was also the recommendation of the Banking Enquiry Com
mittee. I have been asked by my friends on this side what my proposal 
is. Although I am personally inclined to think that there should be no 
departure from the law as it now exists with regard to investment, still in 
view of the atmosphere that has been created if I now plead for total 
absence of restriction I may be hooted out. So I will not plead for total 
absence of it, and I am for a compromise. I am prepared to go as far as 
Mr. Sen went, as far as the Banking Enquiry Committee went or as far 
as the Honourable the Law Member asked as to go in his Bill on this 
question. I will say frankly that I am |quite prepared to go back to the 
original provision of the Bill. I am quite prepared to accept even Ihe 
recommendation of Mr. Sen. But the pill that is given in clause 26 is 
too bitter to swallow. The exact proportion is a matter of detail ; it may 
be 30 per cent, or 33-113rd per cent, or even a little more.

Sir, another instance of State control is the limitation of eommisBioja. 
I offer my sincere congratulations to the Select Committee on the'deletion 
of this provision altogether, and, therefore, we need not discuss it at any 
length at this stage. I shall only submit that it is unscientific and
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unpractical, and specially unsuitable in the case of life insurance com
panies. I shall not detain the House on that point, as it is now a dead 
issue.

There is another mode of control, viz.̂  the issuing of licenses to agents. 
It is a controversial point, but I shall say at once that I am not in favour 
of issue of licenses ; it is not English.

The Honourable Sir Nripendra Siroar : That does not matter.
Mr. Akhil Ohandra Datta : It does matter because you profess to 

follow the English law. I shall take liberty of quoting the view of the
Clauson Committee on this question :

* * The evidence before them appear to them quite insufficient to justify 
eompulsory registration or licenses for insurance agents, and no practical schome for
insuring the proposed restriction as to sharing commission and as to preventing
differentiation was placed before them. The Oommittee desire to make it clear that 
they are not satisfied that even if a practical scheme for achievi^ these ends be 
4evised, there is any need for it in the interest either of the public or of the com
panies. ' '

TJiat was the view of the Committee. Besides, how is it proposed to 
make it effective ? The <mly provision that I have seen is clause 37. 
Sub-clause 5 of clause 37 lays down that if  an agent is found guilty by 
a civil OP criminal court of misappropriation or breach of trust or cheating, 
etc., he will be dismissed. I cannot imagine any insurance company, 
which in the face of such a finding will still retain that agent in service. 
Let ust however, see what Mr. Sen’s recommendation is. He says at page 
.66,— (again it is halting and half-hearted) :

** In my opinion so long as the legislation does not interfere with the carryinff 
•on of an agent ̂ s business in a legitimate way, no harm is likely to be cans^,’ 
«te.

Again that old formula, no harm etc.
It is said that faint praise is really tantamount to condemnation. 

Therefore I say that even according to Mr. Sen the issuing of licenses is 
not necessary.

Having protested against these restrictions I am afraid I may be 
misunderstood. But I have already said that I whole-heartedly support 
those provisions of the Bill which are intended to give publicity to the 
activities of insurance companies. Lest I should be misunderstood,—I am 
afraid I have been misunderstood already by my Honourable friend, Mr. 
Satyamurti,—I must say I welcome many provisions of the Bill. There 
wajs no law in India up till now for insurance business other than life 
insurance, but the proposed law is sought to be extended to all varieties of 
insurance business. That is welcome. The amount of deposit has been 
increased. I weclome it because it will prevent the growth of mushroom 
companies. I also welcome the provision which makes the deposit the 
exclusive property of the policyholders. That is a welcome change. I 
also welcome the fuller information that is now required by the provisiotts 
of this Bill with regard to the inner working of the companies. I ako 
welcome the principle that the assets of foreign companies should be kept 
in India.

The Honourable Sir Nripendra Sircar : That is not English.
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Mr. Alchil Ohandra Datta : Sometimes the Canadians also iiav̂ e 
their good point®.

Then, Sir, the provisions for returns by Indian and non-Indiau 
companies are also welcome. Nominations by policyholders are quite 
welcome. The representation of policyholders in the Board of Directors 
is quite welcome. There has been some attempt made for the protection 
of Indian insurance business. I have no specific suggestion to make at 
the present moment but I think the protection given is rather .̂ inadequate. 
We have already adopted the policy of protection. Here is am industry 
which has made phenomenal progress during these few years without any 
State aid, and, therefore, I do think that some amount of protection ought 
to be given to the Indian companies. In this connection I have got one 
suggestion to make, and I am very keen about it. It is a matter by which 
some help can be given to Indian companies without evoking any reason
able criticism. Mr. Bhulabhai Desai and his friends say this in their 
minute of dissent. Finally, we are definitely of opioion that the Bill 
should provide for insurance with Indian companies of the property of 
Central and Provincial Governments as well an to those belonging to pro
tected industries And here I have only to add, the Bill should also 
provide for insurance with Indian companies of the property of munici
palities and other institutioius which receive aid from the Government.

Then, Sir, before resuming my seat, I must express my thanks to the 
Honourable the Law Member for the view he has propounded, namely, 
that although there must be provisions for correcting abuses, we should 
not make such provisions which would kill the young companies. A 
company must necessarily be small in the beginning, but it does not 
uecessarily follow that it is unsound. We should not cure the disease by 
killing the patient That ought to be the principle, and I have no doubt 
that the Honourable the Law Member will give his attention to this. With 
these words, Sir, I support the motion, and I give the Bill my blessings, 
although not unmixed.

Sir Leslie Hudson (Bombay : European) : Sir, I believe it was one 
of the more eminent thinkers of the 19th century, a gentleman from 
Scotland, Thomas Carlyle, who expressed the hope that the English 
would long maintain their great talent for silence, and much as I should 
have preferred to have been a living demonstration of that hope, I have 
found, since I have been a Member of this House, that I am sometimes 
expected by those I represent to contribute what I can to the deliberations 
in this place. But I have always endeavoured on those occasions to 
address myself as directly as I can to the immediate issues and to be a 3 
brief as possible, and I shall observe those principles today.

I have no intention of making a long speech covering all the poiuts, 
contentious and otherwise, that arise from thLs Bill. There will be plenty 
of time to deal with the more specific points when the clauses come on 
for consideration, and indeed. I imagine that much of what we shall be 
hearing in the immediate future in this Legislature can only be a repetition 
of what we most of us have read already in the mass of literature on this 
Bill which has been distributed through the press and through the post 
office with a prodigality that may well constitute a record even for India.

Sir, the Group for whom I speak have, in common with other {parties, 
had before them the Bill as it has come to us from the Select Committee,
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and in 8pite of considerable modification, it stili bears a clear imprint of 
the thought and atteutiou which Lave been given to it by the Honourable 
the Law Member and his lieutenant, Mr. Sushil Sen. I hope that by the 
time we have finished with it, that imprint will still be apparent and recog 
nisable as it is today. Having said this, however, I should be lacking in 
candour if I did not add that there are a number of alterations which the 
Select Committee have made, and which we regret ; alterations which 
w( cojisider to be unsound and with which we are unable to agree. Those 
changes made by the Committee from which we have felt it necessary 
to express our dissent we shall hope to see remedied later on, but, however 
disappointed we may be with some of the decisions of the Committee, we 
feel that, given the goodwill of this House, the Bill is capable of being 
moulded into a measure that will meet the objects and reajsons which the 
Honourable the Law Member, with his customary lucidity, set out in the 
statement which he attached to the Original Bill last January.

[At this stage, Mr. President (The Honourable Sir Abdur Rahim| 
vacated the Chair which was then occupied by Mr. Deputy President (Mr. 
Akhil Chandra Datta).J

When I spoke on this Bill last February, I used these words. I said : 
' ‘ Our main consideration, fend what ought, we believe, to be the main con 
fiideration of this House, is the interests of the insuring public I used 
those words because I wanted to tiy, 56 far as I could, to keep the discus
sions on this important Bill on a level of plain business common sense in 
which we could examine such differences of opinion as may exist among* 
us in an atmosphere free, so far as possible, from those political and parly 
divisions which only darken counsel and may result, in a highly technical 
Bill of this kind, in unsound law. And from what I have heard and read 
since then, I feel it is necessary perhaps to make the same appeal today. 
If ] may express those sentiments in another way, may I put it like this ; 
our first concern is to see that insurance policyholders are safeguarded, and 
the main reason why we are now engaged upon revising the law is to sec 
that they are protected. It was never the intention of this Bill, as I under
stood it, to protect insurers or to give preference to any particular insurer 

, or group of insurers over any other. We should indeed, in my judgment, 
be guilty of a serious abdication of the accepted responsibilities of a legisla
tive body if, as a result of our deliberations, we produced a measure which, 
instead of confining itself within the strict limits of preventing the exploita
tion of the public by fraudulent or unsound insurers, would merely deprive 
the public of its undisputed right to continue to place its business with 
sound concerns of their own choice.

Sir, the business of insurance is world-wide in its ramifications, and 
I think it would be true to say that the fate of this Bill is being watched 
with just as much concern and interest overseas as it is in this country.......

Mr. S. Satyamurti : Why t
Sir Leslie Hudson : I expect people overseas read the newspapers 

just as much as we do here.
Mr. S. Satyamurti : But they cannot exploit our country 1
Sir Leslie Rudncfn : in those cotlntries near at hand, for instance, 

Burma, Ĉ fyl̂ n and East Africa, countries where Indian
4 P.M. insurance companies have considerable interests, it is
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being watched with special concern. These kre countries which are more 
or less contiguous to India where expansion of business for Indian coni' 
paniee offers excellent possibilities. What happens in regard to this Bill 
iir this House will not be without its influence on whatever insurance legis
lation may be undertaken in those places. We should remember that the 
htdigenons company in our Bill will be the non-indigenous company in the 
l^islation of those countries and the repercussions of introducing onerous 
pi^visions or proviisions that interfere with free and normal operation of 
sound insurance principles into what we enact should be borne very care
fully in mind by those who have the interests of indigenous ei t̂erprise at 
heart. It is of the essence of sound insurance that the risdis accepted by an 
insurer should be spread over as wide and diverse an area as possible, and 
this is particularly true of this country exposed as it is to sudden and over
whelming catastrophes, such earthquake, conflagration and cyclobe. I 
may perhaps give an instance of what I mean by that. In 1919 the Jute 
Districts of Bengal were swept by a particularly fierce cyclone. The 
havoc wrought by that cyclone cost non-Indian insurance companies close 
on half a crore of rupees. They were able to bear that heavy expense 
because CEey had risks spread over other p»ts of the world, and were able 
immediately to draw on their world wide resources. The recent earth
quakes in Bihar and Quetta are again only further instances of the incal
culable magnitude of the risks involved in insurance in this country, and 
they demonstrate the necessity, if insurance in India is to prosper on sound 
and healthy lines, that those risks should be offset by other risks spread 
over other countries less prone to catastrophe. These general principles o£ 
sound insurance are accepted throughout the world, and, I believe, they 
are unchallengeable and the conclusion I draw from them in relation to 
this Bill is this. If you use this Bill for the purpose of erecting barriers 
to keep out the non-Indian insurer, you also, at the same time, erect barriers 
which will effectively prevent Indian insurers from going overseas to 
spread the risks which they will have to carry in this country. In this 
connection, may I remind the House that there are twenty-four Indian com
panies transacting classes of insurance business other than life insurance  ̂
and the figures available in the Indian Insurance Book of 1935 show that 
in the financial year immediately previous their total premium income 
amounted to one crore and 43 lakhs of rupees. Of that income the business 
in India accounted for 54 lakhs and the business outside India to nearly 
89 lalchs. If the Indian insurance industry is to be strengthened thi« 
healthy and satisfactory development must be encouraged and it would 
be a pity if obstacles ŵ ere placed in the way of its development. Nothing 
can harm the growth of Indian insurance enterprise or shake the confidence 
of the public in Indian insurers more than failure to meet heavy claims 
when they come, and the evil of the kind of discrimination to which I have 
referred is that it may produce that result.

Mr. S. Satyamurti: No.
flHr Leslie Hudson : I said, may
Mr. S. Satyamurti : It won ̂ t, I assure you.
Sir Leslie Httdsoii : We do no good by ignoring the facts, and before 

I leave t)î is point I want to make one further observation. The record of 
non->Indi  ̂ insurers in this country is not one for which I feel it necessary
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to apologise. They have carried heavy risks and honoured the claims of 
their Indian business when they became due.

If I were asked to sum up the general attitude which the European 
Group have adopted throughout, on tiiis matter, I would do it in this way. 
We believe that all insurers should have a fair field and no favour in the 
conduct of their business, and should be free to conduct it in a way that 
the public may have every satisfaction that its interests are safeguarded. 
It will be our endeavour to avoid putting forward the case of purely sec
tional interests if those sectional interests are in conflict with the clear 
interesta of public policy, and we shall be guided by those general principleb 
in the consideration of this Bill today.

Our attitude towards the particular provisions of the Bill is briefl> 
indicated in the Memorandum submitted to the Government by the Ii^ur- 
ance Legislation Joint Committee which has been published in the printed 
opinions circulated to Honourable Members. The business of insurance 
of a very special and highly technical nature, and in examining that 
Memorandum and satisfying ourselves that it conforms to those general 
principles to which I have drawn attention, we have drawn freely on the 

 ̂ expei’t experience, advice and opinion that has been available to us. That 
Memorandum was drawn up with due regard to the recommendations 
contained in the Clauson draft Bill, and, I believe, it is generally 
admitted among the Insurance Community that the Clauson Bill is the 
modern text book of insurance legislation.

What we shall strive to secure is a measure of control by Government 
which will necessitate sound accountancy, the conduct of business on proper 
lines, and yet leave the development in the hands of those who, by their 
training and knowledge, are able to deal with the problems which arise 
without being too confined by restrictive legislation. That measure of 
control, however, should not be allowed to degenerate into mere harassment, 
for no good purpose is served by hampering the operations of sound 
insurers.

The business of insurance is still in its infancy in this country. Ther ? 
are possibilities of enormous expansion, for only a fraction of the popula
tion are policyholders. But that expansion must take place on sound linoA. 
If I may quote the words of Pandit Jawahar Lai Nehru—words used in 
a special reference to the insurance industry :

We must build our Swadeshi industry on the rock of efficiency and not merely 
on sentiment.**
That is a dictum which no one disputes, certainly not on this side of the 
House.

Mr. S. Batyamurti: Clear out then ! We will btiild it up.
Sir Leslie Hudson : I have dealt today with some of tiie more generrl 

matters in relation to this Bill which have been engaging so much of public 
attention, and I have thought it desirable at the outset of our discussions 
to indicate to the House the very broad views we hold on those matters. 
We shall, during the next few days, table a number of amendments to 
certain clauses of the Bill. We shall put in those amendments in a desire 
to make a ctmstrucft.iTe oontrrbution towards improving the Bill which 
we believe is directed towards fulfUUn  ̂ a good purpose and in that sense 
i  support the motion movcW by tJie’ Honourable the Law Member.

THE INSURANCE BILL. 817



Mr. George Joseph (Madura and Ramnad cwm Tinnevelly : Non-
Muhammadan Rural) : Mr. Deputy President, it has fallen to me to make 
what is usually called a maiden speech in connection with a Bill of such 
complexity and importance and therefore I hope I shall be justified in 
claiming a special degree of indulgence and patience and kindness from the 
House. I am inclined to agree, Sir, with the observations you made and 
the complaint that this Insurance Bill, thouigh professedly built on the 
doctrine of the minimum of interference and the maximum of publicity, 
3*eully does not observe that principle. In that matter I sympathise with 
you and I rather agree with your positioxi that the English doctrine lhat 
>vas adopted in the Act of 1912 was probably better but we areNqow con
cerned with a measure of 1937, when what may be called the old Victorian 
liberalism has been swept away from the councils of the political atmos
phere of the world. We are moving, however regretful or unwise it may 
be, away from it and moving more and more towards a totalitarian concep
tion where the State assumes more responsibility ajid feels that it must do 
more for the people than according to the old doctrines of Victorian 
liberalism. That seems to be the whole difficulty in contrasting the measure 
of 1912 with the Bill of 1937. Unfortunately for us today, the ordinary 
citizen regarded as thoroughly helpless. He is regarded almost â  a 
tame rabbit. It is the policy holderŝ  interests that are being supported 
and maintained by the Government. Whether that reflection on the capa
city of the ordinary citizen to take care of himself is right or not, that is 
a different question. I myself have got considerable doubts about it. But 
at any rate that is the atmosphere in which we are today and therefore deal
ing: with an Insurance Act of 1937 we have got to assume that the ordinary 
policy holder is not able to help himself. The ordinary policy liolder 
is not able to take care of his own interest on the basis of the contract 
which is ordinarily called a policy between the policy holder and the 
insurer.

The fundamental basis of this Bill as of any other Bill which would 
be produced in these times would be that the policy holder has got to be 
takpu care of and that the Government must protect him. That is one 
of the fundamental assumptions of this Bill and secondly there is another 
assumption which the Honourable igentleman representing the European 
Group seemb to have ignored.

The second fundamental assumption of this Bill is that while the 
policy holder in to be taken care of and prevented from being victimised 
by crafty or designing: insurers or insurance agents it is possible for us 
to make ourselves in India self contained in the matter of insurance and 
thorofore as far as possible keep the non-Indian insurer out of the picture. 
It is only to the extent that Sir Leslie Hudson has ignored that aspect 
of the matter, his speech, if I may say so with all respect, has missed ths 
point. These two fundamental propositions have to be accepted. The 
policy holder has got '"o be protected and the Indian insurer must be 
permitted to develop his business in this country just as the European 
insurers develop their business in their own country and that they should 
have an opportunity of developinfr their own inKurance business without 
an undue and unfair competition from other forms of insurance business 
which have been built up earlier than theirs. Therefore, unless we accept 
these two fundamental propositions, there is a real danger of mis^ng the
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purpoi  ̂ of this Bill. If you just look at the general scheme of the Bill 
you will see that there are a series of provisions for protecting the policy 
holders—the deposit question, the minimum of working capital and the 
way the money in the hands of the insurer should be invested, how the 
accounts should be kept and m on. All these tJiings are conceived on the 
basis of this assumption that the policy holder must be protected by these 
and similar measures and these measures are absolutely necessary for his 
protection. The first thing, therefore, that should be accepted is that 
the policy holders’ interest should really be maijitained and taken care of 
and if that is accepted, nearly the whole of the criticism you, Sir, directed 
•against this Bill is really beside the point. I am not now dealing with 
any special clause of the Bill as it has come out of the hands of the Select 
Committtee, but there are certain broad aspects on which I think I may 
be justified in offering a few observations.

Now, Sir, I have already mentioned a number of provisions that have 
been made for the protection of the policy holders but I think there are 
just one or two points more to which the attention of the HouKe may 
properly be drawn. There is just one thing which strikes me as being 
remarkable by its absence and omission. That is there is no limit put 
to the insurer's profits out of thin insurance business. Now, this insurance 
business is rather a curious thing. The shareholder stalls with a fairly 
small sum of money and by his experience and by his competence and by 
his honesty, he is able to inspire confidence. Various people come forward 

policy holders, offer premia and in course of time nearly the largest 
position of an insurance company's money is really the policy holders’ 
iijoney. I was told of a remarkable iTistance of some companies starting 
with a fairly small sum of money. Today they offer dividends which 
amount to 1500 per cent. The prospect of being a share holder* in such 
a company must be a cheerful one and quite naturaly no shareholder who 
gets such a handsome dividend will allow the slmre to slij) out of his handa. 
That is perfectly natural and 'the one way in which the insurance com
panies and the insured have been compromising with their conscience is 
by the invention of the lionus system. They th<̂ inselves* are staggered at 
the magnitude of their profits and they really want to compromise with their 
conscience by ofTerinjr what is called a bonus to the policy holder at the 
end of a working "year or at the end of five years or whatever it mya be 
It is extremely creditable of them but it seemK to me that once that propo
sition is recognised, some how or other we must really fix what might be 
regarded as a mixumum reasonable dividend beyond which no shareholder 
should be allowed to take. What that figure should be is more than I can 
say. (An Honourable Member : 6 per cent I am not going to offer
any suggestion. It is really for the House to decide. I am a lawĵ er by 
profession and I am not a business man in that sense. I really do not know 
what would be a proper figure, which may be regarded as a maximum 
figure. Well, I would certainly like that suggestion to be incorporated by 
a suitable amendment in the Bill.

Secondly, there is a clause in the Bill which provides for inspection. 
There is clause 28 of the Bill which deals with inspection. Now, tl.e 
general substance of it is that it will be open to the Superintendent of 
Insurance to order an inspection of a particular insurance business if 
there is reason t̂  suspect that that insurance business is not properly con
ducted or there is a risk of insolvency or there is a risk of a loss to the 
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I^licy holders. Now, I ao not like that ciause for two reasons. In the 
tirst pltce, inspection should not be regarded as so abnormal a thing 
w suggested in that clause. 1 would much rather prefer a scheme by which 
Inspectors un,deir the Superintendent of Insurance will have the right to go 
to the oflSce of any Insurance (Company and there examine the boo-ks, 
examine the funds and examine the inveirtments and should be in a posi- 
Tion to make a report to the Superintendent. It should be regarded as on̂  
of the normal instances of an insurance compaxiŷ s life to see aî d examine 
all the books and see whether things are all right. Now, underSilause 28 
the very fact that the Superintendent has ordered an inspection raises ;i 
i*etiection or a suggestion that things are not quite all right. In the vast 
majority of cases I am quite satisfied that the insurance companies are 
being worked well and even when the Superintendent has decided to stay 
his hand, the mere fact that the inspectio î of an insurance company lias 
b,een ordered by th« Sui êrintendent will really damage the reputation 
of that company whatever the final result may be. Most probably the result 
of the investigation may be that the affairs? of the company are going on 
all right ; the investments are all right, the accounts are all right But 
even then, when it is found that an insurance company so and so has been 
ordered to be investigated by the Superintendent, it will have a fairly 
bad time. Even though it may come out with a clean sheet, there will be 
a kind of suspicion abroad that the Inspector has squared up the things 
which were not quite all right. I really do not want any kind of reflection 
to be left behind. I would much rather prefer a series of investigations 
to be conducted into the business of every insurance company. I ?tm using 
the word every for this reason that it is for the Inspector himself 
to decide*which insurance company he will examine and it must be done 
without notice. lie must have absolute right to go and examine tbe.QOn̂ - 
j^any’s affairs and make a report to the Superintendent whether things arc 
right or wrong. If things are right, no harm is done. Bu*t if thingb are 
wrong, naturally the Superintendent will have the rij>ht to go to the court 
and so on. Clause 28, as it stands, imposes a burden on the insurance 
office. It is really a case in which the burden of proof is practically 
thrown on the insurance office to prove that things are perfectly right 
when they go to court. I do not laiow whether the insurance companies 
may be wicked or wise. In any case, they should not be burdened with 
a responsibility which nobody in the world can properly discharge when 
things are going on all right and yet somebody suiipects that things are 
wrong.

Then, as for the powers of the Superintendents themselves. As I 
have Raid already, the Superintendent has powers and fumctions which 
are not confined to the policy holders. I quit̂  sympathise with the sug
gestion that the powers of the Superintendent are so enormous that there 
is certainly a peril of those powers being exercised tyrannically. I myself 
Khoiild have considerable misgivings and searchings of the heart before 
I fihoiild have approved of it but for two reasons. One is my hope tliat 
iTi course of time the Superintendent will cease to be a Superintendent. 
11c will probably become a member of the Board in which he will be 
advised by non-official members and by the representatives of the public. 
It may not be today but I am quite sure in course of time that ijs inevi- 
tabie and it is bound to come about. Secondly, whatever the position
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of the Government of India today may be, however irfeiipon îble it mej 
be, whatever complaints we may have against it, the signs of the times 
are obvious that that kind of position is not going to last indefinitely. 
There is bound to be a time when this Governm^t will be responbibln 
to this House and through this House to the electorate all over the country. 
Therefore, even though this looks to be fairly high degree of power to be 
vet?ted in the Superintendemt, I am reasonably certain that the time spirit 
^̂ iJl save the Superintendent from descending to the worst possible tyranny 
tliat he is likely to get into.

Then, 1 come to the second question, the question of making insurance, 
both life and other, as tar as possibJe national. Now, today the Leader of 
the European Group pleaded for his people. We in thij» House have got 
the same right to meet our own people. About the controversy over clause 
3'A. which was mentioned by the Honourable the Law Member in his open-, 
ing speech I do not want to say anything. That is a difficult question. It 
is a question on whieli 1 am sure the leaders of ray Party will give a proper 
guidance} to their Party as well as to the Hoû e. Therefore, I do not want 
to feay anything about it now. But there is just one thing which I must 
say. It is quite true that as tilings now stand you cannot discriminate 
against insurance people from the United Kingdom. I was just thinking 
of a solution. Supposing this insurance business is made a monopoly of 
the State,—whether Central or Provincial—then I am perfectly certain 
it would not bo possible for any European to say that a European is being 
discriminated against as against an Indian. It may be quite open to the 
State to exercise that monopoly in different ways. It may have its own 
departments of running insurance. The Central Government may have 
its own Department and the Provincial Governments may have theirs. 
It is quite possible that just as in the case of the monopoly of spirits, the 
State might really issue licences to people who would compete in the open 
market for exercLsfing this functio î of a monopoly. It may be a European 
or it may be an Indian, that does not matter. If it is an Indian oompajiy, 
I suppose they will have a fair field arid have all the possible favour they 
can from their own people. 1 am prepared to recognise that. Finally, 
it Avill come to this. I quite recognise that today we are dealing only 
with this question but in course of time partly as a result of the sheer 
growth of insurance companies in this country, things will come to this 
pass that the State will have to take up the whole responsibility of Ibsu- 
rance both in life and general, accident and motor oars and all the 
of it. That may be one way of getting? rid of this discriminatio î against 
which the Government of India Act provides and to which the Honour
able the Law Member drew our aUention this morning.

Mr. Bhulabhai J. Desai : That is a better way : that is self-govern 
m^t.

Mr. George Joseph : Self-government there is. But I am now talk
ing of the thing as it -<rtands under the present Act. We have got to fight 
the present Act and when self-government comes the Act will automatically 
go a^ay. But deialing with the situation as it stands today. And I do not 
know whether I will be within the compass of the Bill that has been intro- 
ilnced by the Honourable the Law Member, I would very seriously suggest 
that the possibility of the State taking up the monopoly of insurahee may 
be considered. It majr not be within its compa^, but I ideally db not want
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to offer any very confident opinion about that. Therefore, Mr. Deputy 
Presidmt, ^ese are the main considerations on the basis of which the whole

mi^ht be discussed and the decisions arrived at. Prom the point of 
vieŵ  of the Party to which I have the honour to belong, on the whole we 
are in favour of this Bill being passed into law with such amendments lus 
would be suggested at the proper time. With reference to the particular 
amendments that may be moved owing to difficulty or owing to nervoumess, 
I «m sure we shall deal with them in due time. There is jus  ̂ one matter 
which I should like to mê ntion. It, has not developed out of niy argument 
so far. But I srhall make a present of it both to my Leader and fo the Hon
ourable the Law Member and that is about the definition of * Indian 
infifurer\ Tlio definition says :

** ‘ Indian insurer  ̂ means an insurer three-fourths of whose paid up capital is 
held in their own right by British Indian subjects domiciled in India, and three-fourths 
of the members of whose governing body are British Indian subjects.

Here I am not dealin,̂  with the serious, fanciful and perhaps sophisti
cal difficulties raised by the Honourable the Law Member, but I should like 
both sides to cô isider whether the word British may not be omitted 
from that clause so that an Indian insurer may refer to all Indian subjeets. 
I do not know whether there is any snag or any catch, but so far as I am 
concerned, there is none, but if there is any, I shall submit to the decision 
of the House. Mr. Dej)uty President, I thank you for givi îg me ĥe 
opportunity of placinpr my views before the House.

Dr. Bf. D. Dalai (Nominated Non-Official) : Mr. Deputy President 
tlie justification for my interver«tion in this debate is that I have been a 
medical examiner to the Oriental Life Assurance Company ; and I pro
pose to deal with some of the general considerations of the Bill— t̂he Bill 
to consolidate and amend the law relating to the busineiw of insurance.

In the firfft place, I heartily congratulate the Honourable the Law 
Member on his clear, lucid and extraordinarily interesting exposition of 
the Bill, and on the prospect of securing the passâ ire into law of this useful 
Bill; and I hope that the success the Honourable Member is likely to 
achieve in this instance will be an encouragememt to him to pursue his 
efforts on behalf of the public and Government, and to initiate legislation 
as to unemployment insurance, national health insurance, death duties Bill 
and so on, and to exercise the same energy and pertinacity----

The Honourable Sir Nripendra Sircar : Do you want me to stay 
here for ever f

Dr. E. D. Dalai : My Honourable friend, Mr. Susil Sen̂ s report is a 
most valuable document on insurance, and perhaps the greatest compliment 
to Mr. Sen is the fact that this Bill is practically in accordance with his 
recommendations.

Mr. Sri Prakasa (Allahabad and Jhansi Divisions : Non-Muham- 
inadan Rural) : Not at all.

Dr. B. D. Dalai : Sir, this Bill has many real merits— ît will have 
the effect of quickly bringing to grief the unscrupulous promoter or specu
lator who seeks to exploit the illiterate and the unwary ; it will assist 
the public in discriminating between sound and unsound insurance com
panies ; and it will promote life insurance throughout the whole country.

LEGISLATIVE ASSEMBLY. [30tH AuO. 1937.



The main justification for any amendment of insurance law must be the 
protection of the })olicy holder’s rights. These rights must be safeguarded 
by all possible meâ is, because the average policy holder is a person un
versed in commercial matters, much lê ŝ in the reading of balance sheets, 
and the life insurance policy frequently represents all tlie provision he 
has made for his family in the event of his death. The insurance com
pany is an institution formed by businessmen under legal Advice ajjd 
directions. The company has ample means, money and ability to promote 
and to protect its interests. But the insured is an individual depending 
on himself and his meagre i-esources. He has his poor earnings of ratiier 
his savings to stand by ; so he expects Government and Legisl.ature to fram.' 
the Bill and to make it such as will automatically protect his savings aud 
his heirs when he is gone. Now-a-days the ideas and ideals of insurance 
are properly brought home to the large i)opulation of this country, and the 
population of India is slowly becoming more insurance minded. Now-a- 
days there is better appreciation of human life ; and slowly but steadpy 
the idea is getting round that man has got an economic value just as a 
property has a value in terms of rupees and annas and pies. There is no 
other machinery invented by the genius of man to preserve this economic! 
value than the institution of life insurance. In times of need people natu- 
rally turn to this great institution̂  Every year minors become majors : 
and many people get into employment and industries. They are all 
potential life insurance policy holders, and that is why there is no such 
thtng as a saturation point in the life insurance business. Life assurance 
is a wise precaution for every citizen. India is, however, still heaviiy 
underinsured as compared with other countries ; ajid if this Bill quickens 
the growling pace of its popularity by removing abuses, its great sponsor— 
the Honourable the Law Member will have performed a great public ser
vice. (Hear, hear.) In England, life insurance is encouraged by the 
grant of a rebate of income-tax, which is on the basis of half the standard 
Hite. The effect of this is that one-eighth of the premium is paid by Gov- 
ernjnent. It is very much in the interests of Government that this admir
able form of saving should be encouraged. When endowment aissurances 
mature, Government secures its share through taxation of the income 
derived from the investment of the proceeds ; so the generosity of Gov
ernment is thus rewarded. Sir, the key-note of this Bill is maximum 
publicity, which will operate as a powerful safeguard against fraiid, 
coriuption and mis-management. The growth of this national institution 
has, unfortunately, become the breeding ground of, certain evils. One of 
the evils is frivolous floatation of ill-equipped and under-capitalised 
mushroom companies, which by reason of their inherent weakness and 
ijiefficiency tend to bring their own ruin, and thereby threaten to bnng 
the whole Indian insurance into disrepute, and to undermine the confi
dence of the public. The introduction of heavier statutory deposits, the 
minimum working capital, and the abolition of the mâ aĝ ing Agency 
system will eliminate the floatation of unsound companies. Pull disclo
sure as to accounts, licensing of agents, and penalising of rebates will 
mnterially assist in regulatinipr the business, which today has reached a 
stage which is really deplorable.

Sir, this Bill empowers the Superintendent of Insurance to step in 
if he has reason to believe that the security of an insurance enterprise 
is not all that it should be. to call to book any concern whose finance
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(Joes not merit the confidence of the public, and to call for information 
with th€ object of determining if the insurance enterprise is solvent or 
ipRolvent. If the company does not supply full information, the 
Superintendent of Insurance is authorised to take steps to investig>ate 
its aflfairs. The confidence of the public in well-managed insurance 
companies can only be confirmed by their readiness to face full publi
city for their accounts and by their desire for maintenance of the best 
insurance practice. Government are fully alive to the f^ t  that all 
interests should be given equal opportunity. To give, any class of 
companies positive preference would be tantamount to commercial dis
crimination, which is contrary to the provisions of the Government of 
India Act, 1935. In this Bill all insurers, whether Indian or non-Indian, 
public or private companies, are treated in respect of all forms of Gov
ernment control in exactly the same way ; and no preference or pri
vilege of any kind is panted to one which is refu.ried to another. This 
Bill aims at minimising the chances of unfair competition between 
Indian and non-Indian companies by placing them in exactly the same 
position aĵ  regards registration, minimum working capital and stautary 
deposits. All are subject alike to the supervision of the Superintend
ent of Insurance. Sir, it should not be assumed that restrictive condi
tions upon the business of non-Indian companies would necessarily 
foster the growth of indigenous companies. When we remember that 
Great Britain has originate all forms of insurance, and has led the way 
in their practice, and has taken a leading part in the development of 
insurance throughout the world, it is particularly significant and note
worthy that legislature in the United Kingdom has abstained from any 
provision designed to hamper non-British companies, and free trade in 
this matter has assisted rather than hindered the development of 
British companies. Sir, in the operation of insurance business the 
principle of mutuality would be advantageous. It would consist in 
some restriction as to the limit* of dividends to the shareholders, and 
some enhancement of benefits to policy-holders. It is a matter of great 
importance that some representation should be given to the policy
holders on the Boards of Directors, and I welcome the new clause 42. 
There should also be a provision that poUcies when issued should con
tain a complete schedule of surrender and paid-up values worked up, 
and it should not be open to the insurance companies to make any 
alterations afterwards. This Bill concedes the principle of reciprocity, 
under which foreign companies seeking business in India should be 
subjected to restrictions and disabilities which would be imposed upon 
Indian companies seeking business in their countries. In this connec
tion I would point out that Japan does not encourage any insurance com
panies to enter Japan to do insurance business. Policyholders should 
have a prior claim on the funds of the insurance companies including 
deposits. These funds are accumulated from premiums. I emphasise 
this aspect of policyholders’ interest, because the Bombay High Court 
has held that no such charge is contemplated by the Act of 1912, and 
that the heirs of the deceased policyholders rank with the ordinary 
creditors of the company in liquidation. Every sincere well-wisher of 
insurance enterprise will cordially welcome the provisiotis calculated 
to m^ke it eaaiev foif olAimants to secure payment of policy moneys on 
the death o£ a policyholder.
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Now, Sir, I shall pass on to a very important point,— t̂he manaffinf? 
agency system. Sir, there is no advantage in recalling the strife which 
attended the clause in the Indian Companies Bill in respect o f  the 
managing agency system, if it were not for the fact that the opposition, 
which the Honourable the Law Member thou encomtered, afforded him 
an opportunity of employing his talents of persuasion and of displajdng 
qualities of courage, resilience and resource, which broke down all 
resistance. Sir, I must confess that I am not convinced as to the neces
sity for retaining the managing agency system in insurance business. 
In an industrial concern the managing agent has year after year to 
pledge his personal credit to finance it, but there is no such need in 
insurance business. Having regard to the nature of insurance busi
ness no financing arrangements are necessary. Insurance companies are 
investors of money and not borrowers of money. Under the Indian Com
panies Act, managing agency for banking companies is prohibited: 
Managing agents use theii* position to serve their own needs irrespec
tive of the good of the parties they are serving, and they carry away a 
substantial portion of the profits which should reasonably be distributed 
amongst the policyholders and shareholders. In a great many instan
ces the interest a managing agent secures on the terms of his agree
ment is entirely out of all proportion to the service he renders. He 
rarely devotes his whole time and attention to the affairs of the com
pany. In many cases he is the managing agent of several concerns ; 
so his time and attention and interest are naturally distributed over 
them all. Sometimes he takes Only a sleeping interest in the actual 
management of the company which is left to men employed to manage 
it. The jpmuneration paid to the managing agent should be showii 
separately in accounts and not incorporated in general expenses as is 
at present done to hide the managing agent’s interest and income.

[At this stage, Mr. President (The Honourable Sir Abdur Rahim) 
resumed the Chair.]

The commission paid to the managing agent is usually a per
centage on the premium income, but life insurance companies eam- 
in̂ r increasing premivm income may actually be accumulating loss. 
This fact may not be obvious in the case of the life insurance companies 
except by an actuarial valuation, which is usually made once in five 
years. Sir, it is not the intention of the Bill to cause any loss to any 
managing agent ; it is, however, not the intention of the Bill to permit 
a managing: agency agreement to become a gold mine at the expense of 
the policyholders and shareholders. For all these reasons I am strongly 
of the opinion that early abolition of the managing agency system, that is, 
on the expiry of three years from the commencement of the Act, is a 
salutary provision.

Sir, to prevent loss through inexpert management it would be salu
tary if the Act would provide for the establishment of a Bureau of Infor
mation, where persons interested in insuraaee coulji be instructed in the 
technique of the subject, and where statistics could be collected bearing 
on points which insurance, especially life insurance, has to take into 
account.

In the measures of control provided by the Act the actuary is all 
important, and the licensing of agents is a useful provision. An in
surance agent is, so to say, the life-blood of a company. Upon the
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proper conduct of his calling depends to a p̂ reat extent the future of 
the company. It is he who is expected to maintain a high standard of 
insurance businefis. So questions relating to actuaries and agents must 
be considered. Sir, 1 urge the importance of specialised education on 
scientific lines for actuaries, agents, and those who desire to practise 
insurance, and I suggest that an Institute should be established on the 
lines of the Chartered Insurance Institute at Aldermanbury in London, 
which provides specialised education for those engaged in insurance as 
a profession, and which confers diplomas and grants certificates of 
proficiency in insurance.

Sir, one aspect of insurance activity, which is of great im()ortance, 
concerns the question of medical examination for life insurance poli
cies. There ought to be a systematic course of instruction in medical 
life insurance, so that the lives of persons, sent to medical men for exa
mination, could, be more correctly assessed. Instruction in medical 
life insurance might also assist in checking the irregular practices of 
unscruplous insurance agents and even some unscrupulous medical men. 
Not all examiners for life insurance companies are medical men holding 
university qualifications. In many upcountry stations medical exa
mination for life insurance has to be undertaken by lower grades of the 
medical service, which fact is responsible for wrong decision and per
functory medical reports. Owing to inadequate knowledge and 
ignorance of medical examination for life insurance, many medical men 
fail to appreciate properly the actual quality of a life, so they are apt to 
arrive at wrong decisions and to submit perfunctory repor^. These 
reports are unfair both to the insurance companies and to the insuring 
proponents, who are often wrongly loaded with an undeserving extra 
premium, or arc even rejected on the strength of such unreliable reports. 
With a view to rectify this deplorable state of affairs, I would emphasise 
the urgent and imperative necessity for introducing a course of instruc
tion in medical life insurance in medical colleges of the Indian Univer
sities, and Medical Schools of the Colleges of Physicians and Surjjeons, 
and for instituting post-graduate courses of instruction by a series of 
lectures by trained University lecturers for medical men engaged in 
private practice. The expenses incurred on these courses of instruc
tion could be lilet by taking small admission fees and by contributions 
from various flurishing insurance companies. These suggestions, would 
be fraught with substantial results. There would be a marked im
provement in the cadre of medical examiners for life insurance com
panies, and, therefore, a very considerable saving in early claims, and 
it would also open up a new field for the emnloy^re v ô  mcdical mc \ as 
medical examiners to life insurance companies.

No^, Sir, I shall just say one word as regards Post Office Life 
Insurance Fund. It is said that Poet Office Life Insurance Fund is 
competing with insurance companies in India, so Government should 
close this business. Let me relate very briefly the history of Post 
Office Life Insurance Fund. Post Office Life Insurance Fund was 
originally designed for post office and telegraph employees, and the limit 
of insurance was Rs. 4,000. Subsequently this fund was thrown open 
to alt Government servants. The rise in prices and the consequent in
crease in salaries which followed the Great War, led to demahds being

LEGISLATIVE ASSEMBLY. [30tH AuO. 1937.



made by upper grades of Government servants to raise the value of 
policies to Rfl. 10,000. In 1920 this demand was granted by Govern
ment. After some time the Secretary of State informed the Govern
ment of India that nothing should be allowed to prevent Government 
servants from obtaining the best possible benefit of Post Office Life 
Insurance Fund. So in 1932 the limit of insurance was raised to 
Rs. 20,000. Now, Sir, this Post Office Life Insurance Fund is an 
optional form of life insui*ance for Government servants only ; it is* a 
legitimate State activity ; and it fills a definite role in enabling Govern
ment servants to make provision for themselves and their dependants. 
A study of occupational tables in the Census Report shows that Gov
ernment servants form about one per cent, of the total population of 
India. The amount of insurance business done by Post Office Life 
Insurance Fund is a very small percentage of the total insurance busi
ness done by Indian and non-Indian Insurance Companies. For these 
reasons, I am strongly of the opinion that it is not in any way unfair 
for the State to run Post Officc Life Insurance Fund for the benefit of 
Government servants.........

Mr. N. M. Joshi : Why not for others t
Dr. R, D. DaM : Now, Sir, I wish to refer to one important point 

only. It is a matter which, I think, will not brook any further delay. 
Sub-clause (i) {d) of clause 6 of this Bill fixes the amount of deposit 
for motor car insurance business. In this connection I submit that in 
view of the continued high rate of incidence of motor accidents on the 
road advantage should have been taken of this opportunity to inolade 
compulsory motor msurance within the scope of this comprehensive Bill. 
Although India has got the smallest number of motor vehicles in the 
world, so far as accidents are concerned, this country takes a high 
place as compared with other countries. The incidence oF motor 
accidents in India is far in excess of that in any other country in the 
world. In India the rate of deaths per motor vehicle is the appalling 
figure—93 per 10,000 as compared with 59.4 in Italy, 30.6 in Great 
Britain, and 7.4 in New Zealand. This calls for drastic and expeditious 
legislative and administrative action.

Now, Sir, I shall bring my remarks to a close. This Bill is, in my 
opinion, an excellent consolidating and amending measure. It will 
place the whole insurance business in India, indigenous as well as 
foreign, on a sound footing ; and it will afford ample protection to the 
policyholders. A satisfactory feature of the Bill is the striking un
animity of opinion from all parts of India as to the urgent ne^ tor 
this consolidated insurance measure. This Bill is certainly an advance 
on the Act of 1912, and it will go a long way to check the evils aiid 
abuses that have crept into the insurance business, much to the detri
ment of the policyholders who entrust practically their lives’ savings 
in the hands of insurance companies. This Bill has been long overdue, 
and I hope it will be brought into force as speedily as possible, because 
prwnptitude is essential to the success of the measure. I have great 
pleasure in giving my unqualified support to the Bill and to the motion 
to take the Select Committee ŝ Report into consideration* (Applause.}

The Assembly then adjourned till Eleven of the Clock on Tu^dsy, 
the 31st Allgust, 1937.
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