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In accordance with parliamentary
procedure, this House heard yester
day 0 statement on the resignation of
Shri T> T. Krishnamachari. He has
resigned and paid the penalty lor
what had happened and so far as this
House is concerned, there is nothing
more to be said about it.
In the course ol this inquiry, much
has been said about public ownership
as opposed to private ownership,
about nationalised Life Insurance Cor
poration as opposed to private insur
ance companies, about civil servants
or businessmen in charge of large
undertakings. Not only some witness
es but the public press have discussed
this matter and some individuals have
expressed their opinion about the fail
ings of nationalisation. This was not
a question for enquiry before the
Commission. However, it is good, I
think, that these facts have come out
before the public.
I do not remember any such criti
cisms being made of the serious fail*
ures of a number of well-known pri
vate insurance companies. Apparently,
such failures of private concerns were
almost taken for granted and requir
ed no particular comment. It might be
remembered that one of the principal
reasons for nationalising the lile
insurance was the fact of such failur
es and the gross mismanagement of
such companies. They were not mana
ged or controlled by civil servants;
businessmen were in charge of them.
I am mentioning this so that we might
consider these matters in proper per
spective, and not in any way to slur
over or to try to minimise the events
that took place in connection with the
purchase of certain shares by the Life
Insurance Corporation, which have
been the subject of enquiry.
One thing I should like to mention
here, and that is that the Life Insur
ance Corporation has been doing
rather well in. recent months and it is,
I believe, transacting far greater busi
ness than it has ever done before.
After the initial few months, which
were taken up in problems of re-
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organisation, when the quantum of
business fell, it has made rapid pro
gress. The amount of business done
by the various life insurance compa
nies, which have now been brought
under the umbrella of the Corporation,
in 1955 was Rs. 258 crores. Then came
the change and there was a great deal
of disorganisation due to the change.
So, in 1956 this business went down
to Rs. 200 crores, that is, Rs. 58 crores
less. In 1957, that is last year, it jump
ed up to Rs. 273 crores. That is to
say, not only did
it make
up
quickly the loss owing to disorgani
sation, but went considerably ahead
of the previous peak figure.
So, judging from this, one would
say broadly that the Life Insurance
Corporation has done remarkably
well, and that the officers who run it
deserve credit for the way they have
done it. That does not mean, of course,
that we should not pay adequate
attention to any wrong thing done, or
that this record of good work justifies
any wrong. But it does help us to look
at this matter in perspective and to
judge any individual case as an indi
vidual case, and not in large terms of
generalisation about nationalisation or
not.
Now, before I proceed very much
further, I should like to say right
now, on behalf of the Government,
that we are of the opinion that the
transaction resulting in the purchase
of shares of the six companies was
not entered into in accordance with
business principles. I am also opposed
to its propriety on several grounds.
We accept, therefore, the Commission's
findings in regard to this transaction.
A major part of the Commission’s re
port deals with this matter.
Also, I should like to say, as the
Chairman of the Commission remark
ed in the course of the inquiry, there
are several facts in this for which I
have no explanation, and eveh the
inquiry has not elicited all the facts
which would enable us to form a
clear opinion in regard to a number
of these factors. Why the normal
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precautions were not taken in buying
the shares and in fixing the prices and
why the Investment Committee was
not consulted, and why the prices of
the transactions raised no protest, I
fail to understand all this.
It has
(still remained obscure. Whether it is
possible to elicit further information
now or in tfa£ future, we do not know.
But, an attempt would certainly be
made and perhaps we may be in a
better position to understand one of
these strange developments then.
A number of officers of Government,
or of the Corporation, are concerned
in some way or other with these tran
sactions. W e feel that insofar as the
officers responsible for
putting
through these transactions are con*
cemed, appropriate proceedings on
the basis of the findings of the Com
mission should be initiated.
But, I should like to remind the
House that while that is necessary
and should be done, it is not right
for us to come to final conclusions in
regard to people who are not here to
answer or to defend themselves
There are procedures laid down for
this purpose and they should be fol
lowed. It has been a convention of
this House—and it is a right conven
tion—that no decision should be arriv
ed at and no one should be condemn
ed, who is not given an opportunity
to defend himself That is specially
so in regard to public servants.
It is even more necessary to re
member that if an individual is held
responsible, it does not follow that the
whole group of persons are at fault
or are to be condemned. It would be
a bad day if we generalise from a
particular case, more especially in re
gard to the body of civil servants.
I should like to say that I consider
the great majority of senior civil
officers serving in India as a body of
men and women of high ability and
Integrity, who have served their
country well. I have been connected
with many of them personally since
the responsibility of Government foil
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on our shoulders. I cannot say, of
course, that everyone of them is able
or of high integrity, but as a group,
I am sure, they can be compared to
their advantage with any
similar
group in any part of the world; and
I am grateful to them for the work
they have done.
They had to face a new situation
and new types of work. They have
done their utmost, often with success,
to adapt themselves to this new
situation. Our work has grown enor
mously and our fields of activity have
spread More and more we have
become a State, engaged in social and
industrial undertakings. I cannot
say that all is well everywhere; but
we are constantly trying to bring
about a greater efficiency and higher
standards of work and of integrity.
I should like to say here that in
the course of the inquiry, though not
in the report itself, mention was made
of some persons wholly unconnected
with these transactions m a way that
might be disadvantageous
to them
and to the positions they occupy. In
this way, the Governor of the Re
serve Bank was mentioned. He was
entirely unconcerned with this pur
chase, and I regret that anything
should have been said which reflects
on a man of high integrity and ability
who occupies a position of great res
ponsibility.
In this inquiry a question has been
raised about the employment of offi
cials of the Civil Service in our
nationalised undertakings and our big
projects It has been suggested that
businessmen of experience would be
more suitable. I would welcome busi
nessmen or other non-officials, if they
have the ability and integrity that is
required for such responsible posts.
But there is another consideration to
be borne in mind. A person serving
in a nationalised undertaking should
agree with the objective of nationa
lisation and of State control. A per
son who is opposed to it will find it
difficult to fit in. It is interesting to
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remember also that quite a number
of our senior civil servants, after re
tiring from service, on reaching the
age of retirement, have been offered
and have accepted high posts in pri
vate business and are then supposed
to be experienced businessmen. They
axe paid much more than, of course,
what they were paid while in service.
Shri Nath Pai (Rajapur): That is
for services they rendered while they
were in office. (Interruption).
Shri Jawaharlal Nehru: Hon. Mem
bers opposite have very special sourc
es of information which have nothing
to do with reality and fact. They live
in a world of imagination and make
statements
without
the slightest
foundation. If there is anything, let
them bring up the facts. It is no good
making generalisations.
Shri Nath Pai: They have been
brought to the notice of the Govern
ment more than once.
Shri Jawaharlal Nehru: I am mere
ly saying that generalisations of this
type are no good. May I enquire why
then senior officials who have been
retired are in office in international
organisations in India, in Europe, in
America and all over the place?
Because they were considered good
enough for that
Acharya Kripalani:
(Sitamarhi):
Is not the Prime Minister himself
guilty of generalisation from a few
cases?
Mr. Speaker: He was only answer
ing what was said here by way of
generalisation.
Shri Nath Pai: That was only with
regard to the private employment.
W e accept they have integrity. W e
do not dispute that part of the state
ment
Mr. Speaker: The hon. Members
will have an opportunity to speak.
The debate ia not closing now.
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Shri Jawaharlal Nehra: I do not
wish to enter into an argument
because these are side issues. But,
they have become important issues
because unfortunately all kinds of <
charges and insinuations are flung
about in the press, in the lobbies of
Parliament.
Shri Surendranath Dwivedy (Kendrapara): Rightly sometimes so.
Shri Jawaharlal Nehru: The non.
Member says, insinuations are rightly
flung about. That is unfortunately the
way of some Members of the Opposi
tion; I hope not of all. Because, I have
high regard for many Members of the
Opposition.
Shri Jaipal Singh: (Ranchi WestReserved-Sch. Tribes): May I ask, on
a point of order, is it correct for the
Leader of the House to tell us what
happens in the lobbies?
Shri Jawaharlal Nehru: If I may
say so, I myself do not frequent the
lobby as much as many others. But
reports do reach me and I am amased at the kind of insinuations and
charges made there which, I should
say, I do not mind their being made
publicly if they can be dealt with. It
is unfortunate that this kind of thing
is said outside and it spreads like bad
gossip and scandal from mouth to
mouth and ear to ear
Mr. Speaker: Sometimes news
paper report what they do not hear
in the lobby as lobby correspondents.
Shri Jawaharlal Nenru: There is
one rather interesting fact in regard
to the Life Insurance Corporation, that
the person chiefly and most intimately
concerned with the question of invest
ment, the particular matter that arises
here, was and is a person who is con
sidered an old experienced business
man. He is not a civil servant He has
had experience over a generation. I
do not know how long, in one at the
biggest life insurance companies pre
viously.
Acharya Kripalani: He was para
lysed.
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the Corporation has been found by
the Government. According to the
Act, the Government has the right to
appoint the entire 9 oard, the right to
lay down the rules, the right to ap
prove the .regulations that may be
made by the Corporation itself and
the right even to wind- up the Corpo
ration. Thus, although the Corporation
was meant to be independent and au
tonomous in its day to day function
ing a machinery was provided for the
Government to give guidance to the
Corporation in various ways. Parlia
ment in its wisdom imposed upon the
Government the responsibility that
this business shoilld be properly con
ducted through a Corporation and
authorised the Government to give
directives when they found such
necessary.

Shri Jawaharlal Nehru: 1 know;
unfortunately businessmen get para
lysed when they have to function ade
quately.
This talk about public servants and
businessmen in this connection re
quires much greater examination than
has perhaps been accorded to it. The
fact of the mater is that we should
naturally search for and employ the
best men for the job whether they are
public servants, non-officials or busi
nessmen, whatever they may be. As
our work increases and the demand
for high class and trained men with
experience grows greater and greater,
we are finding it very difficult to find
the right kind of men.
That is a matter which has been
considered repeatedly by the Planning
Commission. Hon. Members, if they
read the Second Plan report, will find
a good deal said about it, that is, how
to train in-sufficient numbers people
to occupy these high posts if we could
get them. In that, we have further
stated that it is not merely training
from the bottom up, but taking a
youjig businessman if he is good, into
service and giving him special train
ing or training our civil servants in
a special way. In other words, we
have left the door open to get people
and give them training and experi
ence and thus prepare them for the
larger responsibilities that are coming
our way.
Then, the question has arisen as to
what part the Government should take
in the working of an autonomous cor
poration. Obviously, this requires
earnestly consideration. The Commis
sion has recommended certain princi
ples. W e shall certainly examine their
recommendation in regard to these
principles very carefully. Broadly
speaking, we agree that autonomous
corporations should have autonomy
subject naturally to such limitations
as may be prescribed.
Let us, however, look at the Act
which gave birth to the Life Insur
ance Corporation. It sh’jold be re
membered that the entire capital of

Shri C. D. Deshmukh, the then Fin
ance Minister, stated in the Lok Sabha
on the 18th May, 1958 that there is
the further safeguard that the Central
Government has the right to give
directions to the Corporation in the
matter of investment. Investment does
mean not only investment generally
but specific investments. To lay
down as a principle, therefore, that
the Government must keep aloOf
from the
Corporation
completely
would be to challenge the decision of
Parliament.

\

Having made this point clear, I
should like to add that we entirely
agree that an autonomous corporation should not be generally interfer
ed with. Indeed, it is our belief that
there must be more and more devolu
tion of power and authority subject
to certain safeguards. No complicated
system of Government can work if it
is too centralised. Even in our other
departments of Government, we are
moving towards greater decentralisa
tion.

This inquiry has raised very novel
questions. Indeed, it is not in India
only, tot also in the United Klngdo&
that similar questions have arisen tn
rr'g’ird to a recent inquiry called the
Bink Rate inquiry
5
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After that inquiry was over, many
doubts were expressed as to the pro
per mode of a public* inquiry m such
oases. It is, I believe, the practice in
inquiries in England to hand over the
case to the Treasury Solicitor and he
is given the assistance of the Chief
of Police to make investigations. Upon
the investigations being completed,
all the information is put before the
Inquiry Commission The Commission
does not, as a rule, take part in the
examination of witnesses, but leaves
it to the Attorney-General who is
furnished with statements obtained by
the Treasury Solicitor. The AttorneyGeneral conducts both the examina
tion and the cross-examination and in
doing so and presenting the case, he
acts only in the interest of bringing
out facts.
It may interest the House if I quote
from a leading article in regard to
these matters which appeared in the
London Times. I shall read some ex
tracts from it only. There were, In
fact, two or three articles on this
because the matter exercised British
opinion greatly, as indeed here in
India this particular inquiry has exer
cised Indian opinion. Of course, the
two inquiries are not of the same
type; the matters involved are not the
same. 'Nevertheless, there is a certain
similarity, and the same questions
have arisen
I should like to say why I am ex
plaining this, because it really is a
matter for the future, not for the past.
The other day I stated elsewhere that
the method of inquiry was not very
satisfactory. Some people thought that
I was criticising the Chairman of the
Commission. It was far from my
thought. I was not criticising the
Chairman at all, but rather the whole
approach. The fault really 4nd princi
pally lay with us in not thinking this
matter out beforehand. As a matter
of fact, if I may say so with some
hesitation and in all confidence, we
were hustled by Parliament (Inter
ruptions).
Shri Goray (Poona): That is very
obvious.

Shri Jawaharlal Nehru: Parliament
did not order us. What I mean to say
is that it was Parliament's eagerness,
a very legitimate eagerness—I am not
denying that. We are asked—even
now I believe there are questions in
the Order Paper—did some Members
of the Cabinet want to delay the
inquiry? Did they want to postpone
it? With this kind of atmosphere sur
rounding us, we must take action
immediately, and of course, we were
anxious. From the very first day, we
were anxious to have a full inquiry
to elicit all the facts and take steps.
But we were not quite clear as to the
best way of doing it, and because of
our lack of prescience or lack of
thought given to it, difficulties arose,
as they arose in England m a different
context.
Therefore, It was not in criticism,
certainly not of the very eminent
Judge who presided over this, that I
said that. Rather it is for us to con
sider, for Parliament to consider at a
later stage—and for Government to
keep in mind—as to what type of
procedure we should follow.
Now, quoting from this newspaper,
it said that ‘the whole question of the
propriety of the whole tribunal pro
cedure from its first origins in Parliament has come up before us,
and what happened in the method
that is adopted, what happened from
a certain date always has caused con
siderable misgivings’. Again another
point— The first doubts concerned the
question asked about a certain gentle
man. In view of the categorical state
ments made by Mr. Wilson and Sir
Leslie Palmer, that these questions
were not intended to convey any al
legation against him, it must certain
ly be wondered whether the way in
which the questions were framed was
proper,
more
especially........’—
Then it referred to some particular
question whether Mr. Thomeycroft
did or did not do
something.—
‘should questions be asked in Parlia
ment carrying innuendo of this kind.*
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Then it goes on to say that ‘the
question has even arisen
whether
there should be some kind of restric
tion on the privilege of Members of
Parliament’, but comes to the con
clusion that ‘this would be undesir
able. Even though the privilege
may be misused, it is important to
keep that privilege intact’—some
thing with which I entirely agree.
'It is Parliament’s duty, however, to
do what it can to discourage Mem
bers from abusing that freedom.’
Then it goes on—‘Possibly, the
recent episode may tempt some Mem
bers on both sides in Parliament to
indulge in exploratory innuendo as a
harassing tactic’. (Interruptions)
Then
another difficult question
arose, that ‘before referring the
matter to a regular Inquiry Commis
sion, is it to be inquired into in a
smaller way? If so, will that small
er inquiry be public or private?’
All kinds of questions are considered.
‘If a public inquiry is decided upon,
is the tribunal, the child of the 1921
Act, the right body? Clearly, Par
liament itself cannot conduct such an
inquiry.
The next alternative is the
Select Committee.
The last time a
Select Committee was used for an
inquiry at all comparable with this,
the Members divided
strictly on
party lines, and this was only one
of the many bad features which
prompted the 1921 Act as a remedy.
Though this Act was hasty, its prin
ciple of referring such matters to
an independent judicial body with
the powers of the High Court seems
unquestionably right’.
The 1921 Act, however, did not
provide at all for the membership of
a tribunal or their proceedings, and
both have evolved by experiment.'
'After two Members of Parliament
had taken opposite views as members
of a tribunal in 1928, the membership
was thereafter confined to the legal
world.
This has
worked much
better*.
'As regards the procedure, upto
and including the budget leak inquiry
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it 1936, the tribunal did their own
inquiry. ‘The Attorney-General con
fined himself to summarising evid
ence and to taking witnesses through
their statements, while the crossexamination was done by the tribunal
themselves ’
‘However, the 1936
tribunal complained that the testing
of the witnesses’ stories by way of
cross-examination or otherwise by
the tribunal might have created the
impression that they were from the
start hostile to some of the witnesses
who appeared before them.
From
that arose the practice of the Attor
ney-General stating the case in
more pointed terms and himself
conducting
the
cross-examination.
But this change may have undesir
able consequences of its own. The
Attorney-General starts. with a role
which, to the laymen’s eye, is one of
hostility
Being himself a member
of a Party Government, but acting
m a non-party capacity, he must take
special pains, so it is suggested, not
to fall short in severity In
the
exercise of this severity, although
the luckless people to whom every
sort of impropriety seems to be
imputed are constantly reminded
that nobody is accused of anything,
he is apt to make a long connected
statement of the case which some
body has explained away without a
corresponding
openmg
statement
being made by that somebody’s
counsel
Further, the
increased
need for those involved to be repre
sented by counsel imposes a huge
expense which few private people
can reasonably bear*.
I need not read all.
The first
thing is that such an inquiry should
not be instituted without sufficient
cause and without adequate prelimi
nary inquiry. I merely read this
out to indicate how complicated
questions arose in these matters, how
they have arisen elsewhere—they
have, in fact, arisen in different ways.
It is not a question of criticising any
particular procedure. It is, of coarse,
not necessary for us to follow the
British practice in this or any other
matter. But since In many ways we
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do follow the British practice in Par
liament, we can learn much from
what has been done elsewhere and I
certainly think, subject to further con
sideration that when such an occasion
arises for the appointment of a
Commission, some preliminary step
should be taken and some preliminary
investigation should be made to be
placed before the Tribunal to help
them.
There is another aspect of such
inquiries.
The inquiry, like any
judicial procedure, must necessarily
be conducted with great decorum
and dignity and without public inter
ference in it.
Now, it is right and
natural for the public to be greatly
interested and for my part, I think
as a rule public inquiries are better
than private inquiries.
But if, as
was stated in fact elsewhere too, the
whole
atmosphere of the court
becomes surcharged by public excite
ment and public exclamation and
interference, it is not the normal
atmosphere which one wants to pre
vail in a judicial court or in a like
inquiry.
As a matter of fact,
I
know that the Chairman of this Com
mission, Mr. Justice Chagla, was
much distressed at what was happen
ing in his court and protested many
times about it, because it is embar
rassing to the Judge or to the Pre
siding Officer of the Tribunal.
It is
exceedingly
embarrassing to the
witnesses who appear there and
every effort should be made to pre
vent this kind of public excitement
from overflowing into a court room.
Then, there are questions relating
to ministerial responsibility, and like
questions. They are important. Of
course, they are hardly within the
purview of the Inquiry Commission;
they are really for Parliament to
determine and usually such questions
are matters of convention. I do not
propose to go into this matter here
exsept to say that we accept the
broad principle
of
ministerial
responsibility.
But to say that the
Minister is always responsible for all
the actions of the officers working
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under him may take this much too
far.
May I say that this inquiry
had obviously nothing to do with the
broad principles of the policy of the
Government.
It is not for such
inquiries to criticise, comment or
object to the broad principles of
policies which Parliament has laid,
down.
But there has been so much
reference in the Press and elsewhere
about these broad policies and an
attempt made to run down those
broad policies because of this not
only in regard to insurance, but even
in regard generally to the public sec
tor, that I feel it is necessary to
state quite clearly and positively
here that so far as Government’s
policies are concerned, in regard to
the public sector, in regard to
increasing the public sector, they
hold completely; there is not a
shadow of doubt in our minds that
those policies are right and should
be pursued and this particular mat
ter has nothing to do with them.

Further, I have already stated that
Government accept the Commission's
findings to the effect that the trans
action resulting in the purchase of
shares of the six companies was not
entered into in accordance with busi
ness principles and was also opposed
to propriety on several grounds.
Further, Government intend to initi
ate proper proceedings on the basis
of the findings of the Commission in
respect of the officers responsible for
putting
through
the transaction.
Government also intend to examine
carefully certain principles recom
mended by the Commission for
adoption by the Government and the
Corporation.
I am placed in a slightly difficult
position, because I have got up to
move a resolution which I have
placed before the House that this
report be taken into consideration.
That, of course, is not a matter which
can be voted upon, unless we stop
consideration. With your permis
sion, at a later stage I propose to put
forward a substantive resolution for
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this House to consider and adopt.
That resolution runs as follows:
That for the original motion, the
following be substituted, namely:—
“This House, having considered
the Report of the Commission of
Inquiry into the affairs of the
Life Insurance Corporation of
India, approves of the statement
made on behalf of Government
that:
(1) Government accept the Com
mission's findings to the effect
that the transaction result
ing in the purchase of shares
of the six companies was
not entered into in accord
ance with business princi
ples and was also opposed
to
propriety
on
several
grounds;
(2) Government propose to initi
ate appropriate proceedings,
on the basis of the findings
of the Commission, in res
pect of the Officers responsi
ble for putting through the
transaction; and
(S) Government propose to exa
mine carefully the principles
recommended by the Com
mission for adoption by Gov
ernment and the Corpora
tion."
Shri Sarendranath Dwivedy: Is he
not moving the original motion?
Mr. Speaker: Motion moved:
'That the Report of the Com
mission of Inquiry into the affairs
of the Life Insurance Corpora
tion of India be taken into consi
deration.”
Besides the substitute motion moved
by the hon. Prime Minister, just now,
I have received notices of 18 substi
tute motions.
They come from the
other side and this comes from the
Vight side.
I do not find any differ
ence.
(Interruptions). All
that
can be complained of is that they do
not have sufficient notice of this
motion.
It will be circulated now.

All those amendments or substitute
motions given by the hon. Members
here will be treated as substitute
motions for that motion. Therefore,
there would not be any difficulty at
all except the question of notice and
I waive notice.
Shrimati Rena Chakravartty (Basirhat): Am I to understand that the
original motion is
substituted
by
this and that is not moved, as it
was originally moved by the *Prime
Minister?
Mr. Speaker: That was moved and
this is substituted.
<
An Hon. Member: There is a con*
flict.
Shri Mohamed Imam (Chitaldrug):
W e want to table some amendments
to this motion that has been made liy
the Prime Minister
It is brought to
our notice just now.
Mr. Speaker: The rules are here.
Rule No. 342 says:
“A motion that the policy or
situation or statement or any
other matter be taken into consi
deration shall not be put to the
vote of the House, but the House
shall proceed to discuss such
matter immediately after
the
mover has concluded his speeeh
and no further question shall be
put at the conclusion of the
debate at the appointed hour
unless a member moves a sub
stantive motion in appropriate
terms to be approved by the
Speaker and the vote of the
House shall be taken on such
motion.”
I do not find that there is any limi
tation that the Mover shall not make
a substitute motion. W e have allow
ed a number of substitute motions
from time to time on Bills. Govern
ment itself
brings, up substitute
motions in the Select Committee;
then later on here, they heed to
representations
made,
and
tkfey
themselves say: “This is the original
clause; we want to amend it in accar-

