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n·33 .... 
COMMITTEE ON PRIVATE 

MEMBERS' BILLS AND RESOLUTIONS 
MnwnIs 

SHRI KHADILKAR (Khed) : I bes 
to lay on tbe Table Minutes of the Thirteenth 
to EiJh\aenth sittinss of the Committee on 
Private Members' Bills and Resolutions 
beld duria, the current session. 

ESTIMATES COMMITTEE 
EiOHTEIINlH REPoRT 

SHRI P. VENKATASUBBAIAH (Nan-
dyal): ) be, to present the Eiahtecnth 
Report of tbe Estimates Committee on 
ac:tion ta1cen by Government on the re-
commendations contained in tbe Fifty-
fifth Report of tbe Estimates Committee 
(Third Lok Ssbba) on P1annina Commis-
lion-Rural Works Proarammc. 

11'34 lin. 
STATEMENT RE. SOCIAL CONTROL 

OVBRGENERALINSURANCE 

:,q-JI'fA ~ ~ ~ It"" (~ 
.mmft mt) : til[ ~Z (f"t;r cfGf 
<tiT f I 

MR. SPEAKER : Could he place it on 
the Table 1 

JSft'~"wtf: llw ~ ~ 
~il 

STAlEMENT 

Witb your permission, Sir, I wiab to make 
a stalemeDt outlinin, tbe major steps that 
Government have decided upon in reprd 
to aocial control over seneral insurance. 

2. In answer to a question in tbis as 
weD as in the other House I had stated that 
GO'III'IIIDCDt had undertaken a detailed 
examination of the proposal for nationa-
lisatlon of seneral insurance in all its aspects, 
inc:ludin, the possibility of adiievina the 
objectives in other ways. The OlIAIDination 
has since been completed and the proposed 
measurea are a result of this aamination. 

3. The objectives to be aimed at in 
senera1 insurance are of a somewhat different 
character from those which I had lOt out 
the other day in relation to banks. The 
funds available for Investment with seneral 
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insll1'llDCC companies are IIIOdat and amount, 
in the case of Indian insurers, to only 
about RI. 50 crorea apart from an-
other RI. 10 crorea already inVOltcd in 
Government securities. The annual in-
crea90 is of the order of Rs. 5 crore&. This 
is in contrast to life insurance where the 
investments are about Rs. 1,000 crontI 
and the increase annually is over RI. 100 
aorea. The profits in IlC'neraJ insUl'8llCe 
after tall are now only a boul Rs. 3 to Ita. 4 
aorea, and if the premium structure is 
rationalised, would be even more modcat. 
In other words, the resources available 
from aeneral insurance are of such a minor 
nature that issues like utilisation of theac 
resources for planned development, IlId 
appropriate policies for this purpose hardly 
arise. 

4. The objectives which we seek to secure 
in this field are, that the premium rates 
mould be fair, tbat there should be completc 
security to policyholders, that insurance 
companies should not be owned by indi-
viduals and their funds utilised to rurther 
private interests and lastly that the ioduatry 
should function on sound and healthy lines 
and free from malpractiCCli. The exami-
nation by Government has shown that tbeIe 
objectives can effectively be secured by reau-
lalion and control over insurance companias. 
These measures would require amendments 
to the Insurance Act 1938 which reauIates 
the working of insurance companies in the 
country and will therefor require leaiala-
tion. I shall indicate briefly the more 
important measures which we propoae to 
adopt. 

S. A fair premium rate is the 0&ICnc:c of 
service to policyholders. This is particularly 
important in seneral insurance where the 
policyholders are not paid back throup 
any bonus system any ClICCSS io premiums 
paid by them. At present the premiums are 
beina regulated by the Tariff Committee, 
a statutory body consisting of members 
elected by the ill8uterS themselves. It is 
proposed to reconstitute that body with the 
Controller of Insurance as its Cbairmln, 
&ivina him over-ridina powers in case of 
dift'erenc:c of opinion between him and the 
trade in reaard to the actual rale to be 
charaed. 

6. Security to policyholders i~ soupt to 
be adlleved by making it obli.atory on 
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inaums to build up Itrength. Even now 
under a "Code of Conduct" framed by the 
insuRrS themselves and being complied 
with voluntarily. the insurers arc required 
to maintain at all times. a "solwnc:y 
marain": that is to say their assets must 
exceed their liabilities by a specified amount. 
It is proposed to give statutory recogni-
tion to tbis principle. The solvency margin 
proposed is 20 per cent of the net premium 
income of the insurer concerned or Rs. 
20 lakhs. whichever is hiBiler. 

7. The statutory deposit which is Rs. 
3.50.000 for an insurer registered for all 
the three classes of general insurance busi-
nCIIS will be increased to Rs. 20 lakhs and 
this deposit will be required to be made even 
if the insurer is registered for only one class 
of insurance busine~ or two. 

8. The solvency margin as well as the 
statutory deposit will however be only 
Rs. 1 lakh for insurers carrying on marine 
insurance ralating exclusively to country 
craft or its cargo. At the moment, they are 
required to make a deposit of Rs. 10,000 
only. 

9. The provisions regarding 'solvency mar-
gin' which will be finding a place in the 
statute book for the first time as well as the 
provisions regarding increased deposits 
would ensure that the companies build 
up strength and not fritter away their re-
sources. Insurers who individually lack 
the necessary strength would be given the 
facility to pool their resources by resort 
to "group working". A group need ccmply 
with the provisions for solvency margin 
and deposit only as a single unit. but this 
<Ioes not mean any decrease in the security 
for policyholders, because in group working-
every member of the group will be liable 
only for bis share of the risk on each policy. 

10. Unlike in the case of life insurance 
and banks. ccncentration of eccnomic 
PO'tiIU is not a problem in general insurance 
as the funds are small. The reason. of 
course. is that ccntracts in general insurance 
are for mort periods, usually a year and 
therefore do not entail accumulation of 
funds. However. it has been considered 
desirable that the investment of even these 
.maIl funds should be reaulated. Therefore 
tbe provisions of Section 27-A of the In-
sU1'8llCC Act. which requires that invat-
ments of life funds should be made only in 
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"approved investments" that Is to say 
investments wbich atisfy ccrtaln arlleria nf 
!O\IDdnta, shnuld be applied to mvc.tm.t. 
of acncral insurance funds also with suitable 
modifications. As in Section 27-A. limits 
will also be placed on the maximum invest-
ments in the shares of individual companic:a. 

II. Likewise. the provisions of the In-
surance Act relatina to maximum bnldinp 
and voting riBilts of lhareholders wbicb were 
hitberto applicable only to life insurance. 
would now be made applicable to acneral 
insurance companies also. In terms of 
tbis proposal. any holdings in excess of 10 
per cent of tbe shares will have to be dispos-
ed of and voting rights would be limited to 
, per cent of the total. 

12. These two provisions would ensure 
that there is no "interlocking" between 
general insurance companies and other 
joint stock companies and that general 
insurance funds are invested well aod not 
utilised to further the private interests of 
the management or of any group of private 
individuals. 

13. The last of the major objectives I 
mentioned earlier is that the industry should 
function on sound and healthy Jines and 
frcc from malpractices. Some of the pro-
posals I haveoutlincd earlier, namely 
increased deposits and requirement of a 
solvency margin. would ensure that only 
financially strong units remain in the field. 
The control over tbe premium rates would 
also have a very healthy effect on the tone 
of the market as. in the ultimate analysis. 
malpractices. to whatever extent they may 
be present. can arise only because there is 
a margin between the actuarial premium and 
the premium actually charged. 

14. As a furtber measure for achieving 
tbis objective, the Controller of Insurance 
will be clothed with greater powers of super-
vision and control over insurers. lbll more 
imPOrtant of the proposed provisinns 
arc ;-

(I) The Controller will be required to 
make reauJar inspections of iIIIurcra 
and. in addition. ha vc the rlibt to 
make surprise inspectione, IIIICI. 
ir necessary. to enter prcmlsel and 
R81'Ch and seize recorda. If the 
inspection reveals unsatiafadoty fea-
tures the Government can order 
the canceDaUon of the rcPtratIon 
of the insurer. 
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poinls all Railway 
Budget (SI.) 
Appointment or RIDOvai of priDcipai 
olliccrs of inaurcn would need the 
prior approval oC the Controller. 
1bc: Controller win be empowered 
to appoint, as a routine measure, 
directors on the Board of insurers 
or to appoint observers. 

(M With a view to conservinl forcilJll 
excbanF, the Controller will be 
Biven the power to scrutinise the 
terms of reinsurance contracts and 
ask for the tennination of 
such contracts at the earliCillt 1cp1 
opportunity if he considers it 
necessary in the public intc:rcst. 

1 S. NOlwith,tandins all the," provisioD!, 
there may be insurel"!' who may continue to 
be weak or whose working is unsatisfactory. 
It is therefore proposed to rmp"wcr the 
Controller to bring about the amalgamation 
of insurers where he fcels that ,uch a step is 
in the public interest or in the intcre~t of 
policyholders or shareholdtrs or in the 
interest pr the inwrancc business pr the 
country as a whole. The sch<me proposed 
will be placed before Govcrnmmt who will 
be empowered to approve it finally. Simi-
larly. where the insurer has been persistently 
failing to comply with the directions given 
to him by t hc Controller or is being managed 
in a manner detrimental to the interests cf 
the policyholders or shareholders or in the 
public interest. the GovcrnmlDt may t y 
notification acquire the insurer and pay 
compensation. Prov;"ion for an a~peal 

to a Tribunal will be prcvided where an 
insurer feeL that the ccmplDsaticn is 
inadequ"te. 

16. I propose to introduce a Bill in the 
nexl session of Parliament to give effect to 
these measures. 

17. With these mensurCl!, we can, I hope, 
look forward to the development of 
seneral insurance in India on sound and 
healthy /inCl!. 

12'341 In. 
STATEMENT RE. ACTION TAKEN ON 
POINTS MADE BY M.P. DURING LAST 

RAILWAY BUDGET 
THE MINISTER OF STATE IN THE 

MINISTRY OF llAILWAYS (SHIll 
PARIMAL GHOSH) : Sir, while replyilll 
to the Railway Budaet for 1967-68. 

MR. SPEAKER : He may lay it on the 
Table. 

SHRI PARIMAL GHOSH : Yei, Sir. 
I bea to lay a statement on the Table of the 
House on the action taken on the points 
made by the Members of,Parliammt during 
the last Railway Budget discu .. ,ions. 

STA TEIoIENT 

While replying to the Ruilway Budael 
(11167-68) discussions hrld in May-June 
Ihis year, I had said that nil the Vtlricus 
suggestions made by Members of Parlia-
ment during these discussions in this House 
would be ca~fuJly eXllJllined and Membcrs 
would be informed about the action Uken 
on some of the more important suggestions 
made by them. 

A careful scrutiny of such points was 
accordingly undertaken by the Rnilwny 
Board in consullation, whe~ necessary, 
with the various Railw~y Administrations 
and in accordance with the prl'ctice ()lIcw-
ed in the past, I have arranged -for three 
copies of a consolidated set of statements 
of action taken in respect of these points 
to be placed in the Library of Parliament 
for perusal of the hon'ble Members int_ted. 
These statements are in respe~t of pointa 
which were not covered by me or my coUca-
8ues while replying to these discul5i()ns 
and cover not only the important points as 
promised by me, but other lesser important 
OneS as well. Only such of the points u 
were by way of a general observation have 
been left out. 

I may add that all the suggestions made 
by hon'ble Members have been of great 
use to the Railway Administrations and even 
points of general observation 8S did" not 
call for arspecific reply have also been laRn 
note of and are being kept in vi, w by the 
authorities concerned while framing variou. 
policie" 

STATEMENT RE. MANGALORE 
HARBOUR PROJECT 

THE MINISTER OF TRANSPORT 
AND SHIPPING (DR. V. K. R. V. RAO): 
Sir, I beg to lay on the Table a statement 
on the Mangalore Harbour Project. 
tpiGudllllJlw"1' S,. No. LT-2160/67J, 


