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make to the Lok Sabha in regard to
the said Bill.”

(vi) “In accordance with the pro-
visions of sub-rule (6) of rule 162 of
the Rules of Procedure and Con-
duct of Business in the Rajya Sabha,
I am directed to return herewith the
Appropriation (Railways) No. 4
Bill, 1956, which was passed by the
Lok Sabha at its sitting held on the
13th March, 1956, and transmitted
to the Rajya Sabha for its recom-
mendations and to state that this
House has no recommendations to
make to the Lok Sabha in regard
to the said Bill.”

(vii) “In accordance with the pro-
visions of sub-rule (6) of rule 162 of
the Rules of Procedure and Con-
duct of Business in the Rajya Sabha,
I am directed to return herewith the
Appropriation  (Railways) No. §
Bill, 1956, which was passed by the
Lok Sabha at its sitting held on the
13th March, 1956, and transmitted
to the Rajya Sabha for its recom-
mendations and to state that this
House has no recommendations to
make to the Lok Sabha in regard to
the said Bill.”

ESTIMATES COMMITTEE
TWENTY-SECOND REPORT
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LEAVE OF ABSENCE

hamoon Gohain and Shri Muchaki Kosa
who had been absent without permis-
sion, there absence for the period indi-
cated against each in the Report may be
condoned.

I take it that the House agrees with
the recommendations of the Committee.

.‘Several Hon. Members: Yes.

Mr. Speaker: The Members will be in-
formed accordingly.

LIFE INSURANCE CORPORATION
BILL

Mr. Speaker: The House will pow
take up the motion for reference of the
Life Insurance Corporation Bill, 1956,
to a Select Committee. As the House is
already aware, 10 hours have been allot-
ted for the consideration of this motion.

The Minister of Finance (Shri C. D.
Deshmukh) : Sir, 1 beg to move :

“That the Bill 1o provide for the
nationalisation of life insurance
business in India by transferring all
such business to a Corporation
established for the purpose and to
provide for the regulation and con-
trol of the business of the Corpora-
tion and for matters connected
therewith or incidental thereto, be
referred to a Select Committee
consisting of Shri B. G. Mehta,
Shri Syamnandan Sahaya, Shni
Anirudha Sinha, Shri K.
Patil, Shri Shriman Narayan,
Shri C. P. Matthen, Shri Feroze
Gandhi, Shri Radhelal Vyas, Shri
Raichand Bhai N. Shah, Shri Open-

Speaker: The Committee on
Absence of Members from the Sittings
of the House in its Thirteenth Report
has recommended that leave of absence
may be granted to the followmg Mem-
bers for the periods indicated in the Re-

port:
(l) Shri R. Venkataraman.
(2) Shri Udai Shankar Dube.

(3) Shri N. D. Govindswami Kachi-
royar.

(4) Shri K. Ananda Nambiar.

(5) Shri T. A. M. Subramania Chettiar.
(6) Shri N. Somana.

(7) Shri Sofi Mohd. Akbar.

(8) Shri Kotha Raghuramaiah.

(9) Shrimati Indira A. Maydeo.

(10) Shri Birakisor Ray.

The Committee has further recom-
mended that in the cases of Shri Sib-
marayan Singh Mahapatra, Shri Chowk-

dra Nath Barman, Shri Bimalapro-
sad Chaliha, Shri S. R. Telkikar,
Shri R. Venkataraman, Shri Tek
Chand, Shri T. N. Singh, Shri
Tekur Subrahamanyam, Pandit
Krishna Chandra Sharma, Shri R.
R. Morarka, Shri G. L. Bansal, Shri
M. D. Joshi, Shrimati Sushama Sen,
Shri S. R. Rane, Shri V. B. Gandhi,
Shri B. R. Bhagat, Shri Sadhan
Chandra Gupta, Shri K. Ananda
Nambiar, Shri Tushar Chatterjea,
Shri K. M. Vallatharas, Shri M. S.
Gurupadaswamy, Shri K. S. Ragha-
vachari, Shri Tulsidas Kilachand,
Shri U. M. Trivedi, Shri G. D.
Somani, Shri R. Velayudhan, and
the Mover with instructions to re-
port by the 16th- of April, 1956.”

Sir, hon. Members will recall that

during the discussions of the Life In-
surance (Emergency Provisions) Bill I
had explained fairly fully what led the
Government to take this decision to
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nationalise insurance and I do not pro-
pose to traverse the same ground. But,
1 consider it necessary to make a few
observations of a general nature which
arise, broadly speaking, from the subse-
quent criticisms that have been made here
in this House and in the other House.

In the first place, it has been suggest-
ed that only a very small part of the life
funds was, if at all, dealt with im-
properly and that, although this was not
stated in so many words, a greater part
of insurance business was run in an
impecable manner.

Now, nothing would have given me
greater pleasure than to have been able
to testify to this. I have always admitted
that there have been a few companies
which conducted their affairs well and
which observed good standards. But, I
should like the House to remember that
these were only a few companies and one
cannot claim that they were representa-
tive of that particular sector.

The point of this criticism was that
the number of companies was small and,
therefore, it was not necessary to take
this extreme step of nationalisation. Even
on this groud we should like to say that
although the field of the malpractices
might have been small, it indicated the
existence of a disease which had become
endemic in the system and therefore, it
was full of dangerous possibilities. But,
apart from this, what one has to con-
sider—and this is far more important—
is the consequence of malpractices even
if they are small in extent, on the peo-
ple affected. 1 think the House  will
readily agree that malpractices jeopardise
the savings of men of small means to
whom this loss might easily be a mat-
ter of life and death. Surely such a
consequence could not be a matter
of indifference to a welfare state such
as we are endeavouring to be. These
malpractices affect thousands of policy-
holders, almost invariably from the sec-
tion of the population which stands most,
in need of protection and guidance.
Therefore, the seriousness of the situa-
tion should not be judged in terms of the
total sum of money misappropriated, but
in terms of the extent of human hard-
ship involved.

Even in mentioning this total sum, I
believe that the particular speaker whom
I have in mind in the Rajaya Sabha did
not mention the recent very big case of
misappropriation, which involved a po-
tential misappropriation if it had not
been checked, of Rs. 2 crores and a
quarter. If that amount of Rs. 2 crores
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and odd had not been returned to the
Bharat Insurance Company,—it was
only returned after we had more or less
forced restitution by issuing an Ordi-
nance to amend the Act—the policy-
holders would have almost certainly lost
their savings to the extent of over 50 per
cent. of their contributions. The total
number of policy-holders—I think it was
quoted to the House by Shri Feroze
Gandhi—runs into some tens of thou-
sands. In the other case, where the mis-
sing sum is of the order of Rs. 30 lakhs,
out of Rs. 32 lakhs, that is the Bombay
company, the loss to the policy-holders
will obviously be nearly 100 per cent.
Then again, among the companies, the
management of which has now been taken
over, there are quite a few which do
not have current funds to service matur-
ing claims of their policy-holders. The
total number of policy-holders affected
is not just a handful, but well over a
100,000. So, it is idle to suggest that
such matters affecting the well being of
so many human beings should be judged
in terms of quantity of money only and
not, as I said, in terms of the human
hardship involved.

But, the principal point about na-
tionalisation is that the State does not
have to make out a case that the private
sector has failed. Nationalisation is
justified on many other grounds of ideo-
logy, philosophy, and the objectives of
a welfare state. So, it is futile for any
one to take his stand only on this that
unless the Government proves as in a
court of law that there have been mal-
practices over a very wide extent, by im-
plication, the State has no right to na-
tionalisation. The average citizen has
fully appreciated the reasons for na-
tionalisation and, I believe, the House
also, as we have passed the other Bill
relating to provisional arrangements
where the whole .question was thrashed
out and where we gave in detail our
other reasons for nationalisation, parti-
cularly our hope that, by doing so, we
should be able to augment the total
volume of savings required for imple-
menting our next Five Year Plan and
further Plans. I have received a large
number of telegrams from all quarters
of the country, to some of which I might
refer later, congratulating the Govern-
ment on this step.

It has also been said that the public,
although they might have congratulated
the Government, have really not shown
by their action that they have confidence
in state management of life insurance
and that new business had come to a
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standstill. I for one was prepared for
some decline in busines during a transi-
tional period when adjustments had to
be made. But, I am agreeably surprised,
and 1 hope to the discomfiture of many
of our critics, that the reports which I
have received from the Custodians up
till now show that the amount of fresh
business done since the Ordinance was
promulgated is better than the business
transacted during the corresponding pe-
riod last year when the business was
under private management. For instance,
the business done in Bombay this year is
Rs. 1553 crores as against Rs. 13-51
crores last year; in Madras the busi-
ness done this year is Rs. 1:89 crores as
against Rs. 1:43 crores last year. Cal-
cutta reports a similar trend. That is all
J have to say in regard to that issue of
nationalisation which, as I said, the
House has already more or less fully dis-
cussed. I shall, therefore, proceed to
give you a broad outline of the type
of organisation through which we sug-
gest that it would be best to run this
life insurance business in the future.

Our proposal is to start a Life In-
surance Corporation to take over all
the life insurance business and to runm it
as a monopoly business. I have already
explained the reason why it is necessary
that it should be run as a monopoly busi-
ness and why it is not possible, in a
mixed state of affairs, for any govern-
ment-run organisation to compete in un-
fair methods with the private sector. It
has been suggested from another angle
that it is essential to maintain an element
of competition and that for this pur-
pose we should set up 4 or 5 corpora-
tions instead of one. Such a thesis seecms
to hold a plausible appeal. But, I feel
on a closer examination, that there are
certain objections of a fundamental na-
ture which militate against the
tance of this suggestion, especially in
the initial stages. On general grounds it
seems to me that if the State has to be
ultimately responsible for the business
of life insurance, it would be extremely
difficult in practice to  work through a
number of corporations. For instance,
the spirit of competition is bound to be
restricted. It would be difficult to jusiify
the existence of different rates of pre-
mia. It would also be difficult to have
different investment policies.  Then,
there gould hardly be any difference in
employment policy or in the standard
of servicing. Therefore, in a nationalis-
ed set-up competition would have a
restricted field and could only be in
terms either of efficiency in service or
in the rate of development of new fields

19 MARCH 1956

Corporation Bill 2020

of business. And we believe that a com-
petition of this nature could be achieved
through the zonal organisations that are
contemplated in the Bill without creating
other complications that would almost
inevitably ensue if there were several au-
tonomous corporations competing with
each other throughout the country. I
think, human nature being what it is, it
would be extremely difficult, if not im-
possible, to stamp out some of the evils
of competitive business such as, for ins-
tance, rebating. Therefore, our conclu-
sion is that on merits and on a priori
grounds one corporation is to be prefer-
red. In any case, we feel that to start
with we should have only one autono-
mous corporation with zonal organisa-
tions, and if we find that it does not
work satisfactorily, then it would be open
to us to change over from it to a number
of autonomous corporations. This pro-
cess would- be easier than the reverse
process, that is to say, to proceed from
several autonomous corporations to one
monopoly corporation. I think it is our
experience that the process of decentrali-
sation is easier than the process of cen-
tralisation because vested interests are
often created and they make an effort
at centralisation more difficult even
though that particular kind of experi-
ment could be proved to have demoas-
trably failed.

As regard the functions of the Cen-
tral Office, if there were to be only one
corporation the Central Office would be
responsible for the policy aspects of in-
surance business, that is to say, the de-
termination of premium rates, the de-
termination of policy relating of the in-
vestment of funds, the control and super-
vision both through an inspectorial or-
ganisation and through an internal audit
organisation of the zonal subordinate
offices. So far as day to day business is
concerned, it is our intention that the
zonal organisations should for all prac-
tical purposes be autonomous and should
be allowed to run their insurance busi-
ness without undue interference. We
would regard the zonal organisations as
the executive arms of the Insurance Cor-
poration, and it will be for these zonal
organisations through their divisional,
branch and other subordinate offices to
sell insurance within their territories, to
service the policies issued and generally
to ensure that insurancc becomes more
widely known, more popular and thereby
to mobilise even larger volumes of sav-
ings from all sections of the people in
order to attain the principal objective
of this measure of nationalisation.
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The various provisions in the Bill are
intended to prescribe only a skeleton or-
ganisation for such a corporation and the
details are meant to be filled in through
regulations and rules to be issued by
Government from time to time. The in-
tention, therefore, is to avoid rigidity
and to invest the Corporation with a cer-
tain amount of flexibility of operation so
that it might not find it difficult to ope-
rate satisfactorily in practice. It is also
our intention to ensure that the Cor-
poration is given sufficient discretion to
enable it to conduct its operations on
strictly business lines.

It is not necessary for me to take
the time of the House in order to explain
in detail the various provisions of the
Bill because I am sure that these various
clauses will receive attention both dur-
ing the course of the debate and subse-
quently in the Select Committee, but I
propose to confine my remarks to the
more important clauses.

Perhaps the most important one is
clause 28 which guarantees all policies
issued by the Corporation. This guaran-
tee extends to policies taken over by the
Corporation from existing companies
with the exception of policies taken over
from insolvent companies to which I
shall revert later.

The next question is the staff, that is,
clause 10. I am sure the House will agree
with me that we have adopted a rea-
sonable attitude. Clause 10 itself pro-
vides all whole-time employees will be
taken by the Corporation initially on the
existing terms and conditions. One of the
first tasks of the Corporation will be to
formulate suitable scales of pay and
terms and conditions of service and fit
the existing staff appropriately into those
scales, because the House will appreciate
that the Corporation will be the succes-
sor to a very large number of companies
whose salary scales differ widely, and in-
deed in some cases there are no salary
scales at all, nor are there uniform rules
regarding pension, provident fund etec.

Shri Asoka Mehta (Bhandara): How
will they be fitted ?

Shri C. D. Deshmukh: If there are
none ? If there are different ones, we
shall try to evolve......

Shri S.:S. More (Sholapur): Ra-
tionalise.

Shri C. D. Deshmukh: That is the
word.
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Shri Asoka Mehta: It has a bad odour
about it.

Shri C. D. Deshmukh: We use it in
a good sense.

The Minister of Revenue and Defence
mm (Shri A. C. Guha): Per-

Shri C. D. Deshmukh: I said once be-
fore that it was our intention to endea-
vour to be on the best of terms with our
employees, and I also had occasion to
mention that among the first telegrams I
received were those from the employees’
associations. I have got a sheaf of them
bere. I would like to read out one or
two. This is from Bombay :

“Congratulations on your deci-
sion regarding life insurance na-
tionalisation hope employees’ in-
terests will be safeguarded—Insur-
abnce Employees’ Federation Bom-
ay”.

Then there is one from Calcutta:

“Welcome nationalisation of in-
surance expecting improvement of
employees” service conditions all
co-operation assured—Federation of
Hindustan Insurance Employees’
Union”.

“Congrautlations for nationlisa-
tion general insurance employees
favour nationalisation”.

and so on. They want us to go even
beyond that. Then I have telegrams also
from shareholders, policy-holders, indi-
viduals and so on and so forth.

Shri S. S. More : Any from the ma-
nagement ?

Shri C. D. Deshmukh: Many from the
field staff, not from the management.

Shri C. R. Iyyunni (Trichur): May I
know whether persons who are engaged
in the insurance business run by State
Governments will be prejudically affect-
ed by nationalisation ? There is the State
of Travancore-Cochin which is running
insurance business. Will the employees
be taken in in this?

Shri C. D. Deshmukh: It is not our
intention to take in anybody !

Mr. Speaker: Take into.

Shri C. D. Deshmukh: He is asking
whether Travancore-Cochin State busi-
ness will be taken over by us or not. Our
present intention is that it should be the
sole monopoly of the Centre, except of
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course the employees’ group insurance
schemes. But that is one of the matters,
that is bound to come up. That is only
to this extent, that is to say, whether
there should be any exception so far as
insurance business run by existing States
is concerned,—for example Travancore-
Cochin and Mysore. But our intention
here is that that also should be taken
over.

Shri S. S. More: May I know whether
the Minister has received any represen-
tation from co-operative having life in-
surance, and if so, whether it will be
circulated to us?

Shri C. D. Deshmukh: I think one
hon. Member spoke on this.

Shri S. S. More: I am told that their
organisation has submitted a well-
argued-out memorandum. I wanted to
know whether that will be made
available to us.

Shri C. D. Deshmukh: We shall make
it available to the Select Committee. We
shall make available to the Select Com-
mittee whatever tepresentations we have
received.

Shri S. S. More: What about Mem-
bers who are not on the Select Com-
mittee ?

Shri C. D. Deshmukh: It will be for
the Select Committee then to say which
should be presented, and which not, with
their report. That is the usual procedure.
1 myself have no objection to passing on
any representation to the House. but the
more practicable course would be to let
tgz Select Committee have a look at
them.

i have dealt now with the employees.
So far as the agents are concerned. we
have made no provisions in the Bill it-
self regarding agents and others who can-
not strictly be termed as employees. This
is because their relationship with the
insurance companies is of a contractual
nature. Just as all existing obligations of
a bona fide nature will be automatically,
so to speak, honoured by the corpora-
tion, so they will also honour the con-
tfn;tt:]t]s with agents and so on and so
orth.

As regards the field organisation, I
believe we shall have to effect some
major changes in the field organisation.
The insurance agents who are the back-
bone of this organisation will have to
be trained with a view to enable them
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to render real service to the policy-hold-
ers. As regards the chief agents who
had till now exclusive jurisdiction over
certain territories, they will, I fear, have
to go. Under the changed conditions, it
would not be appropriate for us to con-
tinue them. 1 may add that the trend
over the last decade or two has already
been towards the elimination of the
chief agents and their substitution by
branches.

I now come to clause 12 which per-
mits reduction in the amounts of policy
contracts entered into by insurers prior
to the business being taken over by the
corporation. This clause has evoked a
certain amount of adverse comment. But
it seems to me that there is a certain
amount of misunderstanding regarding
this provision. I should therefore like to
exphain the underlying principle of this
clause, and in doing so, I propose to
take up this clause and clause 39(2)(k)

.together, because the underlying princi-

ple in both cases is the same. Clause
39(2)(k) refers to classification or group-
ing.

It will be agreed that it should be
our object to see that no policy-holder
is worse off by the establishment of the
corporation. The corollary must there-
fore be that we must not take away from
policy-holders of other solvent companies
funds which in equity belong to them,
for the benefit of the policy-holders of
less solvent or deficit companies. In
other words, we should not rob Peter
to pay Paul.

The companies whose life insurance
business will be taken over by the cor-
poration will be.of widely varying finan-
cial strength. That will be due to seve-
ral reasons. One is the premium rate.
Even among good companies, some
charge a low with-profit premium, and
declare a small bonus. Others charge a
high premium and declare a large bonus.
Another reason, and this is by far the
most important, is the manner in which
the company has been managed in the
past. Economy in management expenses,
and a sound  investment policy should
be reflected in strong reserves, while
their absence would be equally evident
in poor results. °

Thus, the funds which the policy-
holders of different companies would be
bringing with them into the corporation
would vary widely in their content and
significance. The policy-holder of one
company might bring with him a reserve
of only Rs. 300, insufficient even to meet
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the basic contract, let alone the future
bonuses. The policy-holder of another
company may bring with him an iden-
tical policy with a reserve of, say,
Rs. 350, just sufficient to meet the
basic sum assured under the policy but
with no margin for future bonuses. A
third might bring Rs. 400, and a fourth
Rs. 450. If these policy-holders had con-
tinued with their respective companies,
their fortunes would have varied. The
first would have got only As. 12 in the
rupee; the second with some luck might
have got the sum assured paid in time,
but without any addition in future in
the form of bonuses. The third would
have got a small bonus, while the fourth
who had selected a good company might
be rewarded by good bonuses.

What I am trying to emphasise is
that unlike in the case of joint-stock
companies, the reserves in excess of the
amount needed to meet the basic con-
tract are not the property of the com-
pany or the shareholder, but belong both
in law & in equity to the policy-holders.
and are intended to meet the cost of
future bonuses. Therefore, the question
is how far it would be fair to take away
these additional amounts from there
policy-holders for paying increased
bonuses to others, or for making good
the shortfall in even the prinicipal sums
of their policies.

If there was a straight pooling of the
resources of all the companies, what will
happen is that for the next five or ten
years, the policy-holders of better-mana-
ged companies like the Oriental, would
get a smaller bonus than they might
reasonably have expected from their
companies; and then they would have a
legitimate grievance that nationalisation
had brought to them no advantage, and
could with justice suggest that if Govern-
ment want to benefit the policy-holders
of ill-managed companies, well then,
Government should find the money.

Now, it is for this reason that power
is taken by clause 39(2)(k) to group the
policies for purposes of future bonuses.
It is our intention to group the existing
policies into a suitable number of groups
on the basis of the reserves they bring
into the corporation and each group
would get a bonus appropriate to its
reserve strength.

Of course, this grouping would apply
only to preordinance policies. All policies
taken out after the ordinance would of
course get a uniform bonus. A strict
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application of this principle implies that
policy contracts of insolvent companies
would have to be suitably reduced be-
fore they are taken over by the corpora-
tion. And clause 12 empowers the cor-
poration to do precisely this. I realise
that it is very hard for a policy-holder
not to be able to get the sum, even the
sum assured, and it will be to my endea-
vour to do whatever I reasonably can
to ensure that there is at least no re-
duction in the sum assured. I cannot
commit myself now, for the financial
implications of even this limited benefit
might be considerable.

According to the returns furnished
under the Act, the total insolvency was
Rs. 45 lakhs. But this is not the total
sum involved; to this figure, we have to
add the moneys lost by misappropria-
tions that have already come to light.
Further scrutiny may reveal that some
of the assets are over-valued. Of course,
we shall, as we did in the case of

- Bharat Insurance Co., take every pos-

sible step to recover the money from
the delinquents, but how much we
will be able to recover in this manner
would be difficult to say just now. What
I can do now is to give the assurance that
it would be our endeavour to treat the
policy-holders who fall in this category
as generously as possible.

The next important point about which
a number of persons are naturally agitat-
ed both for and against, so to speak, is
the compensations- that will be paid to
the various insurers. I shall refer in some
detail to the provisions in the Bill in
respect of this matter. They are laid
down in the First Schedule. Part A of
the First Schedule deals with proprietary
companies which had surpluses at their
last acturial valuation and had allotted a
part of those surpluses to the share-
holders. Part B deals with other pro-
prietary companies, namely, those which
were either in deficit or had only a
nominal surplus, and Part C deals with
mutuals and co-operative insurance
societies. The companies coming in Part
A are by far the most important. Though
they number only 70, that is to say, 53
Indian insurers, 8 non-Indian insurers
and 9 provident societies. they account
for the bulk of the compensations 1o be
paid. You will notice that the market
value does not figure anywhere in the
basis of compensation. In the case of
composite companies and foreign com-
panies we are taking over only part of
their total business, and of course, mar-
ket value, even if it were to be ascer-
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tainable, would be of no help. Even
market value as a basis for compensation
might have been worth considering only
in respect of India proprietary companies
transacting life business alone, but un-
fortunately, of these we found that the
shares of only a very few—only three
companies, 1 believe—are quoted regu-
Jarly on the stock exchange, and even
these quotations are either nominal or
in one case certainly influenced during
recent years by extraneous considera-
tions, that is to say, considerations other
than their intrinsic worth. Therefore, as
a basis of compensation, we had to rule
out market value. We might have fallen
back on the actual assessment of assest
~and liabilities. We examined that, but
“we felt that this method would leave
matters unsettied for a long period of
time and might possibly lead to disputes,
dissatisfaction and perhaps litigation. We
felt that on the whole it would be to the
advantage of all concerned if we could
find a basis which would at* once be
fair to the shareholders and would yet
be expeditious, and we have, in the basis
given in the Schedule, found that al-
though we have had, nevertheless, to
look to the methods of the assets and
liabilities, in respect of certain class of
companies, the alternative method, if
applied, would have given but little or
uo compensation at all. I shall explain
this presently. Broadly, the approach is
that compensation should be regarded as
payable for loss of future earnings from
life insurance business. It is a dividend
that the shoreholder loses which has to
be compensated for. The paid-up capi-
tal would not be useful or would not
be a fair criterion, as dividends, in the
case of life insurance companies, it is
well known, bear no relation to the paid-
up capital. They do not bear the normal
relation to the paid-up capital.

We have, therefore, first to determine
thc'average earnings from life insurance
business which the shareholders could
have reasonably expected in the future
and then capitalise this amount. What the
shareholders could expect to earn is a
matter for conjecture and I think we
would not be far wrong if we took,
instead, the average of what they earned
during the past few years. Now, as the
House is aware, the allocations to share-
holders out of which dividends are paid,
are made only at the time of the actua-
rial valuations. The valuations are con-
ducted at intervals usually of three years.
Therefore, the average of the allocat-
ions—in respect of the last two valua-
tions—is proposed to be taken. There-
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fore, the period covered would be six
years—two valuations and a three-year
period. We sghall get the figure which
is not affected by chance variations in
the profits over a reasonably long pe-
riod.

Having determined the period, we
made one or two adjustments to the
actual allocations made. The Insurance
Act provides that out of the surpluses
disclosed at actuarial valuations, not
more than 74 per cent. can be allocated
to shareholders. Many enlightened insur-
ers allocated a small percentage than this
maximum of 74 per cent. and the trend
indeed was downwards. If we base the
compensation on the actual allocations,
we would be gawarding those who have
taken a short-sighted view and allocated
the maximum the law allowed. On the
other hand, we could not totally. ignore
the actual allocations, as “when shares
are bought and sold the people take

into account the annual allocations to

shareholders.

I may point out in this connection that
it was only in 1950, for the first time,
a limit was sought to be placed on the
proportion of the surplus that could be
allocated to the shareholders and at that
time a large section favoured a limit
of 5 per cent.; even though 7% per cent.
was ultimately adopted, as a compro-
mise, it was recognised that in coursc of
time this figure would have to be reduc-
ed. Actually, as I have said earlier,
many companies allocated much less as
is evident from the fact that the pro-
portion of the surplus allocated at
the last valulation by all proprietarv
companies takem together was only
about 5 per cent. Bearing all these
considerations in mind we came to
the conclusion that on the whole it would
be fair to all interests involved if we ig-
nored allocations in excess of 5 per
cent. so as not to penalise unduly those
shareholders who had voluntarily con-
tented themselves with a smaller alloca-
tion or a very small allocation. It seem-
ed reasonable that where a company had -
allocated less: than 3 per cent. it should
be deemed to have allocated 3 per cent.
So, to summarise, the amount taken into
account for purposes of compensation is
the actual allocation to. shareholders
subject to a maximum of 5 per cent.
of the surplus and a minimum of 3 per
cent. and we feel that this is a reason-
able range. This gives the annual
amount the shareholders may be pre-
sumed on an average, to get.
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The next thing is to capitalise it at a
suitable rate of interest to get the figure
of compensation that would become pay-
able. If we assume 5 per cent. as the
suitable rate of interest for commutating,
we get the present value of each rupee
of the annual allocation as 100 divided
by 5, that is, 20. That is to say, the
value would be 20 years’ purchase. We
can arrive at this in another way also.
If the amount of compensation paid is
Rs. 100, a sharebolder can, by investing
it, suitably, get annually Rs. S, therefore
Rs. 100 is a fair compensation for the
loss of an annual dividend of Rs. 5.
Therefore, Rs. 20 is fair compensation
for loss of annual dividend or allocation
of Re. 1. Having compensated the share-
holder for loss of future dividend for
all time to come, we can validly hold
that we are entitled to appropriate the
paid-up capital. If we do not do so,
the shareholder would be having both
the dividend and the capital, which the
House will agree, is quite unnecessary.
In the case of life insurance company,
the entire paid-up capital would there-
fore be appropriated, but in the case
of composite companies, only the capi-
tal which might be deemed to belong
to the life insurance business would be
appropriated. I have to say ‘deemed’,
because the paid-up capital is not allo-
cated to any particular business. It is
available as a security for the entire
business. The principles on which this
division will be made in order to arrive
at the deemed capital are left to be
prescribed by rules.

This deals with the well-established
companies. But while this basis of com-
pensation is quite appropriate in the case
of well-established companies which have
been disclosing satisfactory surpluses, it
is unsuitable in the case of the smaller
companies which, though well run and
show distributable surpluses, do not ac-
tually have much of a surplus.

In a few cases, it was found that
even though the companies had sur-
pluses at every valuation and bonuses
had been distributed to policy-holders,
compensation on the basis of 20 times
the allocation would come to less than
the paid up capital. That, 1 think the
House will agree, would be unfair. To
provide for such cases, the Schedule
allows an alternative basis, that is the
compensation would be 10 times to the
average allocation calculated in the
-same manner as in the other case plus
the right to retain the paid up capital.
Some companies have represented that
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while they agree with the broad ap-
proach to the question of compen-
sation, some changes would be
necessary to ensure equity between dif-
ferent groups of surplus companies. As
I said earlier, compensation is based
on the results of the last two statutory
valuations. The trouble is that some com-
panies had their last valuation as at
31-12-54 while others had their valuatian
as at 31-12-53 or even earlier. Thus those
companies which had last valuation as at
31-12-54—this is the latest date at which
statutory valuations have been made—
had an advantage over the others. The
advantage is significant as business in-
creased sharply during the last two years.
The suggestion made is that compensa-
tion should be based on the working dur-
ing a standard period applicable uni-
formly to all, and that the standard pe-
riod should include 1955, the last com-
pleted calendar year. Now, we feel that
there is something in this request and
we propose to consider this suggestion at
the Select Committee stage. It would be
unnecessary—even unwise—to undertake
a large number of valuations and the
results could be estimated by a suitable
approximation.

The next is Part B. The basis given
in Part A would, of course, be unsuitable
for companies where there had been no
allocation to shareholders. In most cases,
this would mean that the valuations had
shown a deficit, that is, the life insurance
funds were less than the liabilities to
policy-holders. This does not necessaril
mean insolvency, unless the deficit
which corresponds to a trading loss, ex-
ceeds the paid up capital which is the
second line of defence. In addition to
those companies which are actually in
deficit, there may be a few companies
with a surplus so nominal or uncertain
that no allocations were made. All these
companies would get back the excess of
assets over liabilities. It may happen that
in the case of some of these companies
also, the actuarial valuation might dis-
close a small surplus. The Schedule
provides that in such cases, the share-
holders would be entitled to only 4 per
cent. of such surplus. The Schedule lays
down the basis of valuation of the assets
as well as the liabilities to the policy-
holders. Incidently, I may mention that
the basis of the actuarial valuations given
is what may broadly be termed as a sol-
vency basis and is less stringent than
that employed in the valuation where
declaration of bonus is the object.

Next I turn to Part C of the Schedule.
This deals with mutuals, co-operatives



2931 Life Insurance

and unregistered bodies—some 44 in
number. Now, it is doubtful if in these
cases any compensation is at all payable.
However, in order to avoid any possible
legal objection, the Schedule provides
for payment of nominal compensation
by way of an addition to the sum assured
at the rate of Re. 1 per thousand of
sum assured.

That finishes my explanation of the
Schedules and the question of compen-
sation. But I have yet to deal with one
or two problems which affect foreign
companies. The UK and Canadian com-
panies have on their registers a large
number of policies issued in foreign cur-
rency on the lives of non-Indians tem-
porarily resident in India. Many of these
policies were orginally taken in the UK
or elsewhere and were later transferred
to the Indian branches when the policy-
holders came to India. Others were
issued in India itself. It is represented
that these policy-holders would like to
transfer these policies together with
their relatives reserves to their head
offices. Since the Corporation is
not likely to open branches in those
countries, it would be difficult to ren-
der satisfactory service to those policy-
holders when they return to their homes.
1t is, therefore, proposed to agree to this
request and allow the transfer of these
policies together with their relative re-
serves to their head offices. Such busi-
ness, it has been calculated, would be
between 15 and 20 per cent. of their
business in India. Some companies from
UK, Canada etc. have also represented
that the assets which they have in India
have not all been built out of the receipts
in India—though some have been—and
that they should, therefore, be allowed
to take back assets which are not re-
quired to meet their liabilities to policy-
holders in India. We would retain out
of the funds of these companies suffi-
cient assets to ensure ample security to
their policy-holders, including provision
for future bonuses at a generous rate.
I do not wish to trouble you with the
details of the basis which are given in
the Second Schedule. But I should like
to say that the reserves they would leave
behind would be as strong, as, if not
stronger than, the reserves of the best
of the Indian companies. It is proposed
to let them transfer to their head offices
any excess after calculating the liabilities
on this basis. After excluding these ex-
ceSs assets, the foreign companies would
be given compensation on precisely the
same lines as the Indian companies. This,
broadly, is the scheme of compensation
set out in the Schedules.
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1 think I have dealt with the main
provisions of the Bill. I have no doubt
that the Select Committee will go into
these and other clauses critically and
closely, having regard to all points of
view so far represented, and yet to be
represented in the discussion, in order to
provide for a balanced and equitable
approach to all the interests involved.
The House will agree that it is necessary
to ensure that the Corporation starts
functioning as early as possible. Only
then will the element of uncertainty still
present in the atmosphere in regard to-
this subject disappear. I am sure I can
count on the co-operation of all sections
of this House in ensuring that this Bill
is put on the Statute-book in the shortest
possibje time.

. Speaker : Motion moved :

“That the Bill to provide for the
nationalisation of life insurance
business in India by transferring all
such business to a Corporation es-
tablished for the purpose and to
provide for the regulation and con-
trol of the business of the Corpora-
tion and for matters connected
therewith or incidental thereto, be
referred to a Select Committee con-
sisting of Shri B. G. Mehta, Shri
Svamnandan Sahaya, Shri Anirudha
Sinha, Shri S. K. Patil, Shri Shri-
man Narayan, Shri C. P. Matthen,
Shri Feroze Gandhi, Shri Radhelal
Vyas, Shri Raichand Bhai N. Shah,
Shri Upendra Nath Barman, Shri
Bimalaprosad Chaliha, Shri S.
R. Telkikar, Shri R. Venkatara-
man, Shri Tek Chand, Shri
T. N. Singh, Shri Tekur Sub-
rahmanyam, Pandit Krishna Chan-
dra Sharma, Shri R. R. Morarka,
Shri G. L. Bansal, Shri M. D. Joshi,
Shrimati Sushma Sen, Shri S. R.
Rane, Shri V. B. Gandhi, Shri B.
R. Bhagat, Shri Sadhan Chandra
Gupta, Shri K. Ananda Nambiar,
Shri Tushar Chatterjea, Shri K. M.
Vallatharas, Shri M. S. Gurupada-
swamy, Shri K. S. Raghavachari,
Shri Tulsidas Kilachand, Shri U. M.
Trivedi, Shri G. D. Somani, Shri R.
Velayudhan, and the Mover with
instructions to report by the 16th
April, 1956.”

To this motion an amendment has-
been tabled by Shri Sadhan Gupta. I find
that that is out of order, inasmuch as
it tries to enlarge the scope of the Bill.
The amendment says:

“That in the motion, add at the
end: ‘and with instructions to consi-
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der and incorporate amendments in
the Bill enabling nationalisation of
general insurance simultaneously
with the nationalisation of life in-

R3]

surance .

The scope of the Bill is restricted only
%o life insurance. However much it might
‘be good to add general insurance to it,
.g.“will be enlarging the scope of the
Bill.

Shri Sadhan Gupta (Calcutta South-
East): The practice of this House on
many occasions has been to allow
amendments to enlarge the scope of Bills.
For example, when the Criminal Proce-
-dure Amendment Bill was under consi-
.deration, the Bill was restricted to cer-
tain sections. But the Select Committee
was empowered to go into the whole
-code and open up every section for the
purpose of amendment. That motion was
allowed and that was carried. 1 should
like to show that as the Bill stands and
as the circumstances of the organisation
-of insurance companies are, it is extre-
mely necessary that general insurance
-should be nationalised simultaneously
with life insurance, because otherwise
there are many circumstances which
would make it impossible for general
msurance to be carried out after the
nationalisation of life insurance. That is
‘why I propose that the Select Committee
-should be allowed to consider that aspect

.also as it has done on the occasion of -

-other Bills formerly and to incorporate
-such amendments as may be necessary.

Shri S. S. More: May I make a sub-
mission, Sir? 1 support the amendment
which has been tabled by my friend Shri
.Sadhan Gupta. Regarding its compe-
tence, 1 want to bring to your notice
‘that when the Representation of the Peo-
ple Bill, 1951 was taken up, my hon.
friend Pandit Thakur Das Bhargava gave
a long list of items referring to other
sections which were not incorporated and
this House was pleased to instruct the
Select Committee to take all those mat-
ters also into account. Not only that;
but, even on the Preventive Detention
Bill, in 1952, similar instruction was
given by this House and, therefore, such
an amendment is perfectly valid. If no
instructions. are given and amendments
are tabled which extend the scope then
they are ruled out of order but this
House has every right to give instructions
‘to the Select Committee for extending
the scope of the Bill.

Shri C. D. Deshmukh: I do not consi-
«der that these arguments are valid nor
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do T consider that the analogies are
applicable. When one sets out to amend
the Criminal Procedure Code, one sets
out to amend Criminal Procedure. Simi-

‘larly, with the Representation of ‘the

People Bill. But, here we have come be-
fore the House to nationalise only the
life insurance business. So, to suggest
that we should also nationalise something
else, however connected it might be, I
think, 1§ not a legitimate demand. Apart
from that, the practical difficulties of
drawing up a new scheme and applying
principles which are applicable to the
nationalisation of general insurance also,
all these are rather complicated issues.
But, on the main constitutional issue, I
think, it is not right to extend the scope
of this Bill in the manner suggested by
the hon. Members.

Shri Raghavachari (Penukonda): May
I also submit.....

Mr. Speaker: Hereafter hon. Mem-
bers may take note of this. I allow
opportunities to all sections before I call

-the hon. Minister. Looking at this side,

I saw Shri More wanted to speak. I had
no objection. I would have had no ob-
jection if Shri Raghavachari had risen
then. I am not going to allow him now.

So far as the analogy quoted is con-
cerned that instructions were issued by
the House to the Select Committee to
amend other provisions of the Bill related
only to amending Bills, when one Act
was sought to be amended, with respect
to certain sections and it was felt that
all sections also needed some amendment
either as an ancillary or as an auxiliary.
Though the other amendments did not
flow as a natural consequence of the sec-
tions sought to be amended, even then it
was thought necessary that other sections
should be amended.

This is a different case altogether. This
is a new Bill, introduced for the first time
to nationalise a particular section of in-
surance, life insurance, and for which
a Corporation is sought to be established.
General insurance is of a different na-
ture, though companies have been allow-
ed to carrv on both general and life in-
surance together. But it has been advis-
ably laid down in the Insurance Act that
the life fund must be kept distinct and
separate from the general insurance
fund. Therefore, the transactions are
held to be separate though they could be
under the same management. Further,
the hon. Finance Minister has said that
it introduces various other considerations
which may not be common to both. ...
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Shri C. D. Deshmukh: I forgot to
point out that the Emergency Provisions
Bill which we passed more or less com-
mits us and this House to nationalisg
life insurance alone because the prelimi--
nary measures were taken only in respect
of that business.

Mr. Speaker: Inasmuch as the Emer-
gency Provisions Bill was confined only
to life insurance and.the whole thing
was kept secret and so many things were
done and similar steps were not taken

, with regard to general insurance, it may
possibly throw many matters for im-
proper action. Under these circum-
stances, the analogies do not fit in.

There is a precedent in this House.
During the discussion of the Bamboo
Paper Industry (Protection) Bill, Shri
Hari Singh Gour sought to move a cer-
tain amendment enlarging the scope of
the Bill and Government objected on the
ground that the Bill was intended to
foster the Bamboo Paper industry while
the amendment sought .to include all
kinds of paper. The President, uphold-
ing the objection ruled:

“There are a number of amend-
ments of a similar kind on the Order
Paper. It seems to me that although
these amendments do not affect the
operative portions of the Bill, there
is no doubt that they want the Gov-
ernment to extend the policy of pro-
tection in regard to all kinds of
paper. That being my view, I rule
that all these amendments are out
of order.”

If they are in order and could be
brought as an amending Bill, certainly
there is a precedent for this that this
House can give instructions to the Select
Committee to take them also into con-
sideration. I, therefore, rule this amend-
ment as out of order.

Shri Bansal (Jhajjar-Rewari): On a
point of information, Sir, I do not think
T will be permitted to speak on this
motion. I have one or two questions to
ask of the Finance Minister arising out
of his speech and if you will permit me
I will seek information on one or two
of those points.

Mr. Speaker: I am not going to allow
it now. Shri Asoka Mehta.

Shri Asoka Mehta: Mr. Speaker, Sir,
only a few days back, this House put
its seal of approval on the nationalisa-
tion of life insurance and now we are
necessarily called upon to give a perma-
nent shape and form to the decision that
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we have taken. I was happy to find that
the Finance Minister has now_ started
appreciating ideological factors and a
priori considerations. (Shri S. S. More:
Socialist pattern.) I am glad that he has.
realised that pragmatism must be in-
{;)rmed by the astringent touch of ideo--
gY.

Looking at the Bill that is before us
I find that at least 4 important questions-
are raised therein. The first is the form
and functions of Corporation that is to
be set up. The next is the question of
management. Then, about the rights and
position of the employees and, fourthly,
the question of compensation. I realise,
as the Finance Minister has said, that
after all the Bill can provide oniy the
skeleton organisation and the details
have to be filled in by the rules that
will be made later on. I also agree that
in a matter of this kind there has to be
a considerable amount of flexibility. But
all the same, 1 think it is necessary that
we give the fullest consideration to the
problems that are likely to arise because
this is a difficult venture on which we
are embarking and the clearer we are
about the future, the clearer we are
about the course that we are on to steer,
the safer will it be for our journey.

Before I offer my observations on the
four important points that have been
dealt with in the Bill, I would like to
touch upon, very briefly, two minor
points.

The first minor point is in connection
with clause 35. It says that the Act shall
not apply to insurers to whom the In-
surance Act does not apply by reason
of the provisions contained in section 2E
thereof. I realise that there were a num-
ber of insurers before 1938 who closed
down their business, who did not con-
tinue the life business, and they were not
brought within the purview of the In-
surance Act and they will not be brought
under the purview of this Act. I am also
aware that their business is slowly fad-
ing out, but the fact remains that even
today there are a number of companies
—I know at least three companies, all
foreign companies—which have a subs-
tantial life business with them which is
still being serviced. In one of these com-
panies—I shall not now give its name,
but I shall give the name to the Finance
Minister if he so desires—as much as
Rs. 53,36,000 are involved. Now it is
a question worth considering whether
amounts of this kind should be left out
of the general scheme of nationalisation
of life insurance.
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Then again under clause 27(3), as
the Finance Minister has just explained
to us, there are certain non-nationals or
persons who are not citizens of this
country who have taken out policies with
insurers working here in India in foreign
-currency. And we are going to ask the
foreign insurers to take these policies
over. 1 know of instances where na-
tionals of our country have taken out
policies in foreign currencies. Shall we
not ask in return for repatriation of this
kind of policies so that we may be able
to straighten out, streamline and better
tailor the entire nationalisation of in-
surance in our country ?

There is another small point to which
I would like to invite your attention and
the attention of the Finance Minister,
_and that is to clause 34, which authorises
the Government to modify the provisions
of the Iusurance Act. 1 do not know
whether the Government would be justi-
fied in modifying the provisions of that
_Act without bringing those modifica-
tions to the notice of the House. I am
not saying that any kind of a fresh
legislation should be introduced, but I
am sure that the House should be
given an opportunity to know what
modifications are made in an Act which
the House itself has put on the statute-
book. I wonder if powers to modify in
this fashion an Act passed by this Legis-
lature can ever be given to the Gov-
ernment—that is to sanction invasion
on the rights and powers of the House.
I would like to draw the attention of

Before I move on to my other points,
the Finance Minister to the state of un-
settlement that exists among the em-
ployees. The Finance Minister told us
of the telegrams that he has received and
actually placed before the House the
sheaf of telegrams he has received. I
am sure he has also received a similar
sheaf of telegrams which I have received,
many of them being only copies of tele-
grame which are sent to the Finance
Minister. From them 1 find that there is
a considerable concern and anxiety
among the employees. The concern is
there for a variety of reasons. Firstly,
a committee has been appointed by the
Government to rationalise, as the Fin-
ance Minister said, the entire structure,
to rationalise the employment of people
into the Corporation, to integrate the
employees into the Corporation from the
various companies in which they are
now working. The composition of that
committee is such that it has roused a
considerable amount of misgivings
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among the employees. I suggest that in
any such work the employees should be
associated. There are their organisations,
and representatives of those organisations
should be called in. The problem of in-
tegration should not be tackled in a uni-
lateral manner. Otherwise, that would
mean beginning this great adventure this
auspicious adventure, with a wrong kind
of orientation.

Then again, I find that the starting
salaries including dearness allowances
vary in the different companies from a
minimum of Rs. 60 to a maximum of
Rs. 160. Are you going to bring them to
common level ? Is there going to be a
uniform standardisation ? If there’s go-
ing to be a uniform standardisation a
considerable number of employees are
likely to suffer. This would also cause
grave discontent, and, therefore, every
effort should be made and such policies
devised as would avoid discontent.

1 would once again appeal that we
embark upon this great experiment with
the maximum goodwill and fullest co-
operation of the employees which they
are only too anxious to give; but
but that will be given only when they
know and when they are assured that
their co-operation is to be sought and
will be respected.

While speaking on the last occasion,

1 welcomed the nationalisation of insur-
ance business. Now that we have na-
tionalised, I would like to say that we
should be able to do better than what
nationalised insurance companies have
done in the world. That record leaves
much to be desired—if not much to
be desired, there is scope for consider-
able improvement. Excepting Costa Rica,
there is no other country in the world
which has completely nationalised life
insurance. So, there has been competition
between the nationalised sector and the
private sector of life insurance, and that
provides a kind of yardstick to see how
far the nationalised sector has worked
when compared to the private sector. I
find that on the whole there is a warn-
ing signal which we can ignore only at
our peril. We have monopolised life in-
surance, and thiy monopoly demands
that we should be very careful about
the dangers that are there, and there
should be some kind of internal checks
or internal warnings whereby we shall
find that our progress is not less and is
definitely more than what would have
under other circumstances. If we

look at France between 1947 and 1953
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we find that the gross premium increased
from 100 to 375 in the public sector of
life insurance but it increased from 100
to 405 in the private sector. As far as
the expense ratio is concerned, in the
public sector it fell from 21'4 to 1811
and in the private section it fell from
23'8 to 17-1. The lapse ratio rose from
6:08 to 11:92 in the public sector while
is fell from 6:58 to 5:79 in the private
sector. Likewise, in Denmark, between
1949 and 1953, the premium income of
Government offices increased by 17:9
per cent. while the premium income of
private life companies increased by 21:2
per cent. Germany is now divided into
Eastern Germany and Western Ger-
many. In Western Germany life insur-
ance is in private hands; in Eastern Ger-
many under the communist regime, it is
entirely nationalised. I am told that the
premium rates for the same policy are
higher in Eastern Germany than in
‘Western Germany. 1 know these are
likely to be the criticisms or charges that
my hon. friends may level here. Now
that we have nationalised it, I am keen
that we should not be open to this kind
of criticism; we should be able to make
it a success; we should be able to place
a new model cr a new pattern of its
success before the world. Therefore, it
is important to consider very carefully
the organisation.

When we come to organisation, the
question is : Should there be one Corpo-
ration or more than one Corporation?
Certain arguments have been put for-
ward by the Finance Minister and 1 am
inclined to agree with those arguments
because the basic question s
not whether there should be one
Corporation or more than one
Corporation, but the basic question, as
I see it, is: How is this Corporation to
be organised ? If we look at world, we

- find that the Corporation is perhaps the
one form of industrial, commercial and
financial organisation that cuts across all
ideologies. Corporation is an outstanding
form in the USA. As has been pointed
out by Prof. Adelman of the M I T
135 corporations own 45 per cent. of
the industrial assets or nearly one-fourth
of the manufacturing volume of the
world. Corporations existed in fascism,

they exist under socialism, they exist
under communism; they are the predo-
minant institutional expression of the
20th century capitalism. If we study the
concept of corporation, apart from the
framework in which it works we shall find
that corporation is a new form for or-
ganising large scale operations on effi-
cient economic and financial basis. If

19 MARCH 1956

Corpordtion Bill 2940

you will permit me, I would like to invite
youyr attention to some of these problems
of management, organisation of corpora-
tion, etc. that ought to receive much
greater atteiation in  our country than
they have received so far.

Only a week back, I was talking to
Prof. Galbraith of Harvard University
and former head of the price control ad-
ministration and chief of the Economic
Security Policy of the US State Depart-
ment. One of the major criticisms he has
had to offer was that while India was
moving -towards socialist re-organisation
of society, she is hardly paying any at-
tention to the forms of corporations
which are of primary significance. That
is the reason why I feel that the Finance
Minister should bestow as much atten-
tion to the problems of organisation of
the corporation and its internal manage-
ment as he has paid to compensation
problem. Compensation after all affects
a limited number of people and it is but
a temporary problem. I concede it is
important but it affects a few people
and is of a temporary duration. But the
problem of corporation is of a long term
duration and it is going to affect our
entire economy. This problem has been
studied by a variety of authorities and
I would like to invite the attention of
the House to the most recent study on
the subject by Prof. Adolf Berle of
Columbia University, who is a former
Assistant Secretary of State and former
US Ambassador to Brazil. He has made
a remarkable suggestion after a thorough
study of the corporations that are work-
ing in different countries. He says that
certain safeguards—what he calls built-
in conscience—have to be introduced
into the very structure of the corpora-
tion. I shall not be able to summarise
the very interesting theories that he has
put forward in the limited time at my
disposal. But; corporation as to have
some kind of safeguards—built-in safe-
guards or built-in conscience, as he puts
it. How is this to be brought in ? I S:uall
have my suggestion to make in a mo-
ment.

The biggest corporation that is work-
ing in the world is that of the General
Motors whose revenues are larger than
those of our Republic. This huge cor-
poration has organised itself in an in-
teresting manner. It has such a rational
form of organisation that it has been
able to achieve maximum results. The
organisational methods and patterns that
are followed by the General Motors have
also been seriously studied and it has
been found that there are two main
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characteristics. One is that it is primarily
organised as a federation. It is said that
the General Motors has become an assay
in federalism and on the whole an ex-
ceedingly successful one. It attempts to
combine the greatest corporate unity with
the greatest divisional autonomy and res-
ponsibility.  This particular aspect of
combining maximum autonomy with
responsibility where the central manage-
ment has two-fold functions of assisting
the decentralised units to achieve the
maximum efficiency and the greatest pos-
sible autonomy and at the same time
maintaining overall policy control—this
reans considerable attention to the
forms of management. I can understand
that in the Bill we can have only a skele-
ton of such an organisation but I am
anxious that the Government should pay
the fullest attention to this filling in of
details.

1 heard the Finance Minister saying
that the zonal organsations would
given the maximum autonomy. The re-
Iations between organisation and its eche-
lons have got to be fully thought out
and adequately worked out. I wish the
Select Committee would give some atten-
tion to it so that when we get an oppor-
tunity to discuss the rules that will be
framed in this connection, we may be
able to go into them in an informed
manner.

There are a number of countries which
have been nationalising industries, in-
surance and banking. By and large such
corporations are organised on one of three
principles. They are either on autonomist
principle or syndicalist principle or sta-
tist principle. 1 find that the particular
set-up here is a mixture of autonomist
with statist principle.

Under section 18, the corporation will
be guided by directions in matters of
policy given by the Central Government
and the Central Government is of course
the final authority to decide on what
question guidance has to be given. I un-
derstand that the Central Government
has to have such far-reaching powers
because it has given a guarantee to poli-
cies issued as well as bonus declared or
Tikely to be declared in the future. This
kind of a blanket guarantee given by the
Central Government makes it incumbent
upon it to have the necessary control for
the working of the corporation.

But we have to see whether this kind
of control does not reduce this corpora-
tion merely into a department of the
Government. Where is the line to be
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drawn between maintaining the auto-
nomy of the corporation and reducing
it to a mere department of the Govern-
ment ? Insurance business cannot suc-
ceed if it is permitted to degenerate into
a department and its autonomy in
operations has to be maintained. While
the autonomist and statist principles have
been combined, I do not know why the
syndicalist element has been completely
ignored.

In other countries—in France, for ins-
tance—the National Insurance Council
—the organisation of the nationalised in-
surance industry—includes three insur-
ance experts, three representatives of the
State and three representatives of the
employees and _three representatives of
policy-holders. I know that the corpora-
tion will consist of not more than fif-
teen members. We do not know who
those persons are going to be. Will they
include representatives of the policy-
holders, of employees, etc.? How are
they to be put there ? Will they be drawn
exclusively from persons whom Govern-
ment wants to nominate or who may be
mostly persons associated with thc ad-
ministration ?

1 find that the policy-holders are
brought in even in an advisory capacity
only at the divisional level. In clause 39
you will find only a reference is made
to this. Nowhere else is there any refer-
ence to them in the entire structure of
the corporation. Are they to be exclud-
ed ? This very Parliament had decided
that the policy-holders should have prob-
ably two or three elected directors to be
associated with a major part of manage-
ment. Are we going with nationalisation
to throw out the mlicy—holdem comple-
tely or will they have any kind of re-

resentation ? If so,—likewise the prob-

m  arises—what place, what position
are we going to assign to the workers
in the management ?

1 pM.

The question of investment has been
raised by the Finance Minister. Now, if
the Corporation has a considerable
amount of internal autonomy, if the
various zones are permitted to have the
maximum autonomy and if we can also
work out a structure on the lines on
which the General Motors have worked
out a structure—there is considerable in-
ternal competition inside the General
Motors; they are able to maximise the
advantages of centralised control and
also fully utilise the advantages of decen-
tralised functioning—it is that kind of
Corporation that we havé to conceive
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and work out. Perhaps the Finance Mi-
nister has that kind of Corporation in
his mind, but I would have welcomed
more light being thrown on the sub-
ject.

When the question of investment is
taken up I would like to raise once
again the question that I raised on the
fast occasion. Are we going to permit the
insurance companies to go in for their
own investments, the banks having their
own investments and various other insti-
tutions that are being set up also having
their own investment policies, or are they
to be co-ordinated? I believe under a
planned economy there has to be co-
ordination and priorities have to be fixed
up. Whether it will be an authority that
will fix up these priorities; who will be
the authority that will ultimately co-
ordinate these things; these questions
have become very relevant, in the light
of experience that we have encountered
in Great Britain in the last ten years.
There the inflation has raised such prob-
lems that today the Government finds
itself unequal to the task. I do not want
my country to be faced by these diffi-
culties unawares. Therefore I am raising
this question over and over again that
we should have some kind of co-ordina-
tion for investment. If such a co-ordina-
tion is to be created, where and how
will this nationalised Insurance Corpo-
rated fit into it is also a problem that
needs some discussion.

Then again, I am in favour of I know
that will come under the rules the Gov-
ernment will frame—the nationalised In-
surance Corporation continuing invest-
ing a portion of its funds in the private
sector. I am in favour of that because
I believe that this kind of inter-penetra-
tion between the public and private sec-
tors would be very helpful and very
healthy for an integrated development of
our economy. But that of course is a
question which will be taken up when
the rules come,

Now, I find that there is no provision
for a National Insurance Council. When
such a big Corporation is to be set
up there should be somewhere at the
top a kind of National Insurance Coun-
cil. They have it in France, it is an ad-
visory body, of which the Finance Minis-
ter is the Chairman. That includes the
representatives of the State, policy-hol-
ders, employers, empleyees including
agents and all that. There has got to
be somewhere a body of that kind. If
they are included among the members it
is a different matter. But the members

2—26 1ok Sabbha.
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will constitute a permanent body and the
representatives would change from time
to time. Therefore there has got to be
a provision for another body. There is
provision for an advisory body at the
zonal level but there is no provision for
any kind of advisory body at the national
level. Even at the zonal level the advi-
sory bodies are likely to be set up by top
management. Now, 1 would like that if
policy-holders are to be associated, if
employees are to be associated, if experts
are to be associated, it would be best
that these persons come in their repre-
sentative capacity. If that is to be done
there must be appropriate provision.
That provision has to be made in the
Bill itself and I would like the Select
Committee to consider it and have a pro-
vision for having a National Insurance
Council. That National Insurance Coun-
cil can perhaps run the National In-
surance School that is needed, a Na-
tional Insurance School which will un-
dertake the responsibility of training pre-
sent staff where it is necessary, to give
the vefresher training and train the new
and additional staff needed to cope with
the large expansion of business that we
are anxious to have. All this surely
should not be left only to the top ma-
pagement. There should be some kind of
non-official elements included so as to
give greater confidence to the general
public.
In the management, Sir, there is
going to be a Managing Director, there
will be an executive committee and there
will be the Corporation. I do not know
how work is to be distributed among
them. Will the members of the corpora-
tion as a whole be called upon to
shoulder operational responsibility. Is
it merely a corporate body that is creat-
ed to satisfy the requirements of the
law or that corporate body will have
any kind of day to day functioning
also? What will be its day to day
fuhctions? Will the day to day func-
tioning be entirely left to the
executive committee ? If it is left to the
executive committee who will look after
what is normally known as staff work
and the line organisation? It is the staff
work which is to be the responsibility of
the Managing Director and the line or-
ganisation that of the executive com-
mittee or vice versa or are these res-
ibilities to be mixed up ? The Zonal
anager we are told may or may not

be a member. If the zonal organisations
are to function as autonomous units
2 there has got to'he a very effective, very
.ihilive linison betweet zonal managers and
the central organisation. This effective
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liaison has been worked out in a variety
of manners through a long period of
trial and error is some of the major cor-
porations of the world. I shall not tire
you by going into them but I believe that
merely saying that we will have zonal or-
ganisations, ‘zonal managers and that
they will be given maximum autonomy
will not solve the basic problem of what
has been called federalism in an organi-
sation. How is this autonomy at a lower
level with the need for direction at the
higher level to be reconciled ? That re-
conciliation is not to be achieved through
any kind of constitution, any kind of
statutory provision but through develop-
ing the right kind of organisational re-
lationships.

The Bill naturally and inevitably does
not tell us what will be the organisation at
the lower level, but at the lower levels
maximum efficiency is absolutely neces-
sary. Therefore, I would invite your at-
tention to the detailed suggestions made
by Mr. Malaviya in his very intergsting
brochure. He has said that the regional
organisation, whatever be the size of
region, should have all the necessary ser-
vicing staff. It is not enough to have 4
or 5 big zones in the country. For a thing
like insurance what is needed is that the
maximum amount of initiative, auto-
nomy and servicing are given to the
policy-holder as near to his place as is
possible and that kind of effective decen-
tralisation not only at two levels but at
many more levels has got to be worked
out.

There is no other corporation in which
questions of this kind arise. We have a
number of corporations, most of them
manufacture goods, and their problems
are not complicated. 1 have been taking
your time, Sir, and the time of the House
to analyse these basic problems of a cor-
poration, of management and of organi-
sation because I believe the success of
the entire venture depends upon what
kind of organisation we are able to set
up. Unless we are able to draw up an
organisation which will be capable of
shouldering the various responsibilities
that have to be thrown upon it we shall
be embarking upon this great adventure
with a great handicap.

As far as compensation is concerned 1
find that the problem is very complicat-
ed. The question of compensation will
have to be thoroughly looked into by the
Select Committee. I had hoped to say a
few words, make a few observations on
compensation but as I have been inform-
€d bv my friend Shri A. K. Gopalan that
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_he is going to develop that theme more

fully I shall leave it to him because I
know that on many points we shall pro-
bably find ourselves in agreement.

As far as the employees are concern-
ed once again I would appeal to the Fin-
ance Minister not to go ahead with the
problems of integration, with the task
of integration without seeking the co-
operation of the employees. As a last
word 1 would like to appeal to you, Sir,
and through you to the Select Com-
mittee, that an opportunity should be
given to the employees and their organi-
sations to come and place their views be-
fore the Committee because 1 know for
many years and I can assure you that the
Committee is bound to benefit by their
seeking, by their drawing, or by their
making a draft upon the cumulative ex-
perience of the employees of insurance
companies.

Shri D. C. Sharma (Hoshiarpur) : This
work of nationalisation is like a drama
which consists of five Acts. We had the
first Act when the Finance Minister got
promulgated the Ordinance. We had the
second Act when we put our seal of
approval on the Ordinance. Now, we are
entering on the third Act.

The Deputy Minister of Finance (Shri
B. R. Bhagat): What are the other two ?

Shri D. C. Sharma: The Select Com-
mittee report will be considered and the
Bill will be finally passed. These are the
five Acts. I am afraid this drama started
in a state of great excitement, more un-
healthy than healthy. But, I have not
the slightest doubt that the drama will
have a very healthy ending and all the
misgivings which the people have on this
score will be set at rest.

There are certain problems connected
with this insurance work which we have
to consider very carefully. The hon.
Member from Bhandara said that na-
tionalisation of insurance was being
worked in one country, if I could call
that a country, Costa Rica. But, I must
say that Costa Rica has only a popula-
tion of 8 lakhs and therefore, it cannot
be, in any sense of the word, an example
for us or a model for us to follow. There
are other countries which have had par-
tial nationalisation. I do not bother whe-
ther their experience has been happy or
unhappy. What I want to urge is this in
nationalising insurance, we are doing
something essentially new and orginsi
and we are going to be pioneers. We
have been pioneers in this world in many
directions. When we were fighting our
battle for independence, we were
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pioneers. In other ways also we have
been pioneers. I am very happy that our
country is taking a lead in nationalis-
ing the insurance business and is showing
the way perhaps to some other countries
also to do so. But this nationalisation is
a challenge to us in many respects.

Many persons have said that this na-
tionalisation has been done on ideologi-
cal grounds. Even if it had been done
on ideological grounds. I do not think
there is any harm done. After all, there
is a philosophy behind every Constitu-
tion, there is a philosophy behind every
country. If we have been following that
philosophy logically, 1 do not see any
reason why we should feel unhappy
about it. It has been said that this has
been done on political grounds. I do
not know what people mean by political
grounds. Perhaps they mean that it has
been done to subserve the interests of
the party in power. I deny that charge,
because I have found hon. Members of
the House, representatives of almost all
the parties have welcomed this measure.
It has been said that it has been done
on social grounds. Well, social grounds
are very indispensable for a measure
of this kind I believe that this measure
has been undertaken for the realisation
of some aspects of the blue print of a
welfare state which we have been dis-
cussing on the floor of the House so
many times. 1 dare say without being
in any way unduly optimistic that this
measure does bring us a little nearer to
the realisation of the objectives of the
welfare state.

1 want to say a few things before I
take up some matters of detail. It has
been said_that the idea of a corporation
is not a very palatable one. Many
authorities have been quoted and several
examples have been given. I do not be-
lieve in quoting authorities, because the
authorities are very obliging persons. If
you find two authorities favourable to
your case, you can find also three au-
thorities unfavourable to your case.
Therefore, these so-called authorities
cancel each other. I do not want to
base my arguments on the basis of these
authorities, what this Professor has said
or that Professor has said. We profes-
sors have an unfortunate habit of can-
celling one another.

Shri A. M. Thomas (Ernakulam):
‘What does the speaker Professor say ?

Shri D. C. Sharma:  The speaker
ceased to be a professor when he came
to the Lok Sabha. I am now a humble

quber of the Lok Sabha. I do not
claim to be a Professor.
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What I was coming to is, what kind
of management would be the ideal type
of management. So far as I know, during
the last so many years, we have been
embarking upon experiments in national
undertakings and I think we have had
recourse to this corporation. I dare say
that most of these corporations have
given a very good account of themselves,
though a few may not have one as well
as others. I, therefore, think that from
the point of view of economic manage-
ment, and also effective and controlled
management, the corporation would be
the best kind of organisation for rum-
ning this business of nationalised in-
surance. Of course, I agree with my
hon. friend from Bhandara that this
corporation should not become merely
a departmental affair. It should be re-
presentative of the various groups which
are interested in insurance.
floor of the House I have been
told that increasing efforts are
going to be made in the coming years
to associate workers with the manage-
ment of industries. I do not see any
reason why the workers should not have
some say in the management. of this
corporation. At the same time, I do not
see any reason why insurance experts
should not also be there. I am not a
member of that school which believes
that our administrative services can
acquire any kind of knowledge and
can work in any field with the utmost
efficiency. I think they have their limi-
tations as all of us have. 1 would,
therefore, say that in this corporation
we must have expert knowledge. I
would also say that in this cor-
poration we must have those persons who
can run the financial affairs of this cor-
poration very ably. Now I come to
zones. To think of five zones only will
not be conducive to the efficient work-
ing of this corporation. What has been
the fate of these zones in other direc-
tions ? I would say that the corporation
gshould have as many zones as there are
States. If there are certain States which
are going to be administered centrally,
they should be tacked on to those States
which are contiguous. I should say, there
should be—I am speaking only on a
theoretical proposition—one zone for
the Punjab, P.EP.S.U. and Himachal
Pradesh. In the same way...

Shri A. M. Thomas: This is not States
Reorganisation.

Shri D. C. Sharma: I have said that 1
am talking theoretically. I have said that,
but Mr. Thomas is talking to somebody
and is not listening to me very patiently
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and he is suffering from the itch to
interrupt.

I would say that the zonal organisa-
tions should be multiplied. Of course, I
do not know what the set-up will be, but
these zonal organisations should have
district organisations and tehsil organisa~
tions and I should say at the village level
also. Our gram panchayats are going to
play a very vital role in the development
of India, not only in the political field
but in other fields also. So, I say that
something should be done to see that
the message of insurance is carried from
top to bottom. It is not that it stops at
the zone or the district level. I think
that is what should be done.

So far as the conditions of staff are
concerned, of course, the hon. Finance
Minister has said their conditions will
not be worse off, but it is a very strange
thing to contemplate that—I would use
the words very innocuously, I do not
want to hurt anybody—some of the per-
sons who were responsible for not run-
ning the insurance business very effi-
ciently have been now exalted into the

position of Custodians. I would say that ~

the appointments, whether they are of
Custodians or zonal managers or of
others, should be made by the Union
Public Service Commission. It should not
be left to the sweet will of anybody. I
have been reading a lot of literature on
the subject and I can tell you without
sitting in judgment upon anybody that
the Controller of Insurance has come in
for a great deal of criticism. Of course,
1 do not say all that criticism is correct,
but it has been said that the Insurance
Act has not been worked properly at the
Government level. I would therefore say
that to remove the taint of favouritism
or of nepotism or any other taint, it is
essential that the appointment should be
left to an impartial body. I can think of
one impartial body and that is the Union
Public Service Commission.

Of course, the Finance Minister has
been receiving telegrams of congratu-
lations from so many persons. He is a
happy person and I congratulate him
on that, but I have been receiving letters
and telegrams from the vast army of per-
sons who are known as agents or field
workers. What is going to happen to
them, they have been asking. Many
persons have been making many sugges~
tions. What is going to be their fate in
this set-up? Of course, the permanent
employees are going to be fixed up and
1 am glad that they are going to be fixed
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up, but what is going to be the fate of
these field workers, these persons who
practically built up the insurance busi-
ness in our country. Their services were,
1 think, temporary. They were not per-
manent employees, and if one company
failed them, they went to another com-
pany, but now that Government has
taken over insurance, I would say that
the field worker who practically laid the
foundations of insurance in this country
in some ways apart from some of the
entrepreneurs should be given a place.
He should be fitted into the different cate-
gories of service which are going to be
operated. I hope this problem will be
considered by the Select Committee or
by the rule-making body, but this prob-
lem has got to be considered.

I want to say something about com-
pensation. So far as compensation is
concerned, I would say that it has been
worked out very generously. I do not
say anybody should have an unfair deal,
but I would say that the compensation
should be worked out on a very equitable
basis. To take the reports of the in-
surance companies which were given by
their own accounts or actuaries for the
last two years or so, I think, will not be
equitable, because, as our Finance Mi-
nister has said, several things were done
in order to show that the company was
in a prosperous condition. Figures, you
know, Sir, are things that can .be mani-
pulated and the greater the art of the
manipulator, the more pleasing those
figures become. These figures should be
scrutinised very properly so that the
taint is removed—that the rebates were
of one kind, that the bonus was of ano-
ther kind. Now all these things should
be removed. I would therefore say that
for purposes of apportioning compensa-
tion, you should have a tribunal. Of
course, the tribunal is there in the case
of disputes. I would say that for pur-
poses of having compensation you should
have a tribunal consisting of one person
who is of the status of a High Court
Judge, one independent actuary and one
representative of the Finance Ministry.
It is only when you do that that the
question of compensation will become
readily acceptable to others.

On going through this Bill I find that
at every step Government have promised
to make rules. As a Member of the
Committee on Subordinate Legislation I
say that very often the Executive frames
rules which are in excess of the powers
given to them by the Bill which has been
passed. We are seeing that spectacle so
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many times. The rules become greater
than the Act, the rules stultify the spirit
of the Act, the provisions of the Act. 1
would therefore say it should be laid
down categorically that—of course, it
is done theoretically now, I say it should
be made practical—the rules should not
become operative unless they have been
discussed in the House and passed by the
House. I am not saying something which
is very novel. This was done in the case
of the Displaced Persons Compensation
and Rehabilitation Rules. You know it
very well and 'you took a leading part
in the amendment of those rules. I would
say therefore that this should be done.

As I said in the beginning, it is on the
whole a very welcome measure. The sug-
gestions that I have put forward before
the House should be looked into, and
things should be done in such a way that
the insurance work prospers.

Up to this time only a few income-
groups have been touched by our insur-
ance companies, and there is a vast field
of potential persons waiting for insurance
still. And I hope that nationalised in-
surance will give a better account of it-
self than that of the privately-managed
insurance companies.

The Finance Minister was telling us
that the business now as compared with
the corresponding period of last year has
been very good. I would say that in a
welfare state we require ingurance of
many kinds, and we require insurance of
all sections of society, because of the in-
security of life and all that kind of thing.
Therefore, the utmost effort has to be
made in this field in order to see that
insurance does not remain confined only
to cities and sizable towns, but penetra-
tes to the villages also.

Shrimati Ila Palchoudhury (Nabad-
wip): The hon. Member who preceded
me said that we are now entering into a
new venture. Actually speaking, na-
tionalisation ¢f insurance is not such a
new venture as all that. From the Ham-
murabian Code, which is a thousand
years older than the Mosaic Code, we
find that there was such a thing as na-
tional insurance even then, for if a per-
son got robbed, the State compensated
him. So, what we have done is not some-
thing very new, though new according to
modern times.

. Now that nationalisation of insurance
is going to be done, may I suggest a few
points that Government must particularly
tage. into consideration, because

spirit of nationalisation today is that the
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employees must co-operate more and
more in every business? When I see
clause 10 of the Bill I find that every
aspect of the employees who are going
to be amalgamated into this corporation
is going to be controlled, that their sala-
ries can be reduced, and that all sorts
of other things could be done to them.
In fact, it is said, that the terms and
conditions of service, the pay-scales and
so on will be rationalised.

It is easy to put that sort of thing
down on paper; it is also easy to put
down on paper that by giving three
months’ notice an employee can be dis-
charged. But it is not so easy when it
really happens.

1 earnestly say with all the emphasis
at my command that nationalisation must
perforce visualise greater participation
by the emloyees. For that purpose,
firstly, the employees’ associations should
be recognised. Secondly, bipartite con-
ferences consisting of the representatives
of Government and the employees’ asso-
ciations should decide all issues by mu-
tual discussion. Thirdly, all industrial
disputes that are pending now should be
cleared. Fourthly, employees who are al-
ready afraid of being discharged should
have the first preference of being absorb-
ed during the expansion period.

It is false to say that every stratum in
the insurance section is very happy over
this nationalisation. Actually, it is not
so. For, when things like this come out
in the papers; some of you must have
seen this press note—that insurance
agents may have to go, then naturally the
agents are very concerned over it. It is
said “that every effort is likely to be
made to absorb as many of the pro rata
organisers, chief agents and special
agents as possible, but officials fear that
the services of a considerable number of
such personnel may have to be dispensed
with”. I hope Government will look into
the matter and see that not one of them
is dispensed with, for after all, whatever
mud-slinging and criticism with or with-
out reason might have been done
against the insurance companies, for
various faults, the employees surely were
not responsible, for any of the offences.

Secondly, I would say. that when Gov-
ernment are going to have the advantage
of this Rs. 1059 crores in their hands, I
hope they will look ...

The Minister of Revenue and Civil
(Shri M. C. Shah): Rs. 1059
crores will not be in our hands.
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Shrimati Iia Palchoudhury: If not the
whole 1059 crores very great part of
it.

Shri M. C. Shah: Not even a very
great part Rs. 1059 crores is the sum
assured.

Shrimati Ila Palchoudhury: All right
but even so, it is a good amount ! When
Government take it over, they will have
a considerable amount in their hands, if
not the whole amount. And I would say
that they must consider the question of
extending not only life insurance, but
also other kinds of insurance, such as
health insurance must be taken up.
Health insurance schemes must be taken
right into the rural areas, and I hope
Government will do all that is.possible
in this regard. For, when we are na-
tionalising, we are also hoping for the
benefits of that nationalisation. And
health insurance is one of the main
things that benefit the poor person by
and large.

There is one point on which I would
like to have some clarification. There
was the Industrial Credit Investment
Corporation registered in Bombay in
1955. 1t comprised as many as 30 in-
surance companies. Will Government
provide the capital that was provided by
these 30 insurance companies henceforth
to this corporation? That is a point
which needs to be clarified.

I would like to bring to the notice
of the House the experience in other
countries where nationalisation has been
resorted to. The New India Assurance
Co. sent out a special Research Officer to
study the reactions about this in other
countries, and mostly it has been found
that nationalisation has not really done
the insurance business much good. I
think some examples may be given in
this regard. In April 1946, insurance in-
dustry in France was partly nationalised,
but it did not really feel all that bene-
ficial effect which they thought that it
would have. The Socialist Re-
view in France wrote. “It is
nationalisation with much clamour
but of little consequences to satisfy
public opinion.” In the U.K. also they
have found the same thing. In East
Germany, life insurance is of course
completely nationalised, but the life
insurance premia there exceed the rates
charged in West Germany, and so far as
insurance reserves are concerned, they
have not been able to expand to the ex-
tent that they have in West Germany.
From this assessment, it can be found
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that this is not a thing that can be tackl-
ed lightly, and therefore Government
must proceed very cautiously.

Sir, particularly, the international as-
pect must be borne in mind, because In-
dian insurance has entrenched itself well
in the Asian and African markets. If
you have slung mud at them for four or
five days, you have surely jeopardised
their international status to that extent.
When you have criticised insurance com-
panies by and large for the ill-doings of
a few, you have actually criticised your
own brethren, and you have put India
in a light which she does not deserve
to be put_forth into the world. What is
said in this august House is echoed
right through the world, hence surely
there should be great Testraint when we
criticise !

I would appeal to our national Govern-
ment that when they nationalise, they do
not alienate a particular sector of our
people. For, as the hon. Finance Minis-
ter himself said, it was not merely the
malpractices or the bad ways of using the
funds that led to the insurance business
being nationalised, but there were other
reasons also why nationalisation of in-
surance should be done. When you say
s0, you should not merely take the stand
on decrying insurance companies, just
on one issue that some companies had
acted badly. Some companies have acted
badly in many cases even in the public
sector. So, to take that sort of stand is
neither worthy of our Government nor
good for the country. We must seek
more and more co-operation. We should
not alienate a section of our Feople just
as if they were somebody alien to our
land, somebody who has no right to be
here, and somebody who has lost all
rights of citizenship. We should give
them a chance to co-operate with Gov-
ernment, and we would find that all sec-
tions will be ready to co-operate. But
first the atmosphere must be created.

In this connection, I would like to
quote what the UK insurance industry
had to say about insurance when a part
of it came to be nationalised. The British
insurance industry as a whole, while pro-
posinﬁ nationalisation of a part of it at
least had the courtesy to say that:

“The insurance industry has ren-
dered a great service to the com-
munity. Millions of people have
been protected against the hazards
of life. Every single person has
benefited indirectly from the over-'
seas earnings of insurance.”
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Let our Government have that sym-
pathetic attitude to the private insurance
companies now that the door is going
to be closed on them, and insurance busi-
ness is to be nationalised. Those private
insurance companies, have in their time,
looked after many people; through their
policies, widows have found refuge,
children have been educated when they
become fatherless, business tided over
bad periods. I think the private insur-
ance companies deserve sympathy and
appreciation from the Government and
not only villification and condemnation.
It has become the fashion to suspect all
private enterprises! But their co-opera-
tion should be sought in forming this
Corporation o that their wide experi-
ences and services could be utilised by
the country. I only hope that in future,
insurers will feel about insurance
as the new bride-groom felt, as
the story goes, about his bride. An in-
surer came to the new bride-groom and
asked him: “Would you not like to insure
further now that you are married” ? The
bride-groom replied: “Good Lord, no!
She is not that dangerous!” I hope the
public at large will also feel that the
pew venture i; not dangerous! Con-
fidence should be created. I also trust
that after the amount of stone-throwing
that has been done at the private in-
surance companies, the Corporation
will not live in the glass house!

Shri S. S. More: I have already indi-
cated, when I spoke last, that I entirely
agree with and support the Government’s
efforts to nationalise life insurance. But
my grievance is that Government are not
going the whole hog. They ought to
have nationalised not only the life in-
surance companies but even general in-
surance. Take, for instance, the case of
crop insurance, cattle insurance and the
insurance among the peasantry. If we
only confine ourselves to life insurance,
it means we are confining ourselves to
or cater to the needs of the small section
of urban people and not paying our
attention or directing our attention to
the needs of the vast sections of the
people who live in the rural areas—the
peasantry—who suffer from all the na-
tural causes. Therefore, I would say
that, leaving aside the fire insurance
and accident insurance, the rural aspect
of insurance ought also to be taken mto
consideration. As I said on the last occa-
sion, insurance has become an entirély
urban product. We must realise it and
take it to the villages and develop .the
insurance sense among the peasantry and
make them insurance minded.

19 MARCH 1956

Corporation Bill 2956

1 have the strongest protest to record
regarding clause 34. The principle
which is being introduced by clause 34 is
more dangerous to the legislative sove-
Eignty of this House. The clause reads

us:

“The Central Government may,
by notification in the Official
Gazette, direct that all or any of
the provisions contained in the In-
surance Act shall apply to the Cor-
poration subject to such conditions
or modifications as may be specified
in the notification but save as afore-
said nothing contained in that Act
shall apply to the Corporation.”

As an eminent lawyer, you know that
this particular clause will give Govern-
ment power to modify or amend the In-
surance Act by a notification. Should we
give such a power to the Government,
and if we give it, shall we not be abdicat-
ing our own legitimate function? What
harm is there for Government to come
to this House which is so whole-heartedly
supporting this nationalisation of insur-
ance and say, “For the purpose of this
Corporation, we want these modifica-
tions in this particular Act so that the
business of the corporation should be
carried out without undue delay, let or
hindrance” ? This House is extremely
accommodative. This House is going the
whole hog.

Mr. Chairman: According to the Bill,
only certain specific provisions which
are specified in the notification will apply
to the Corporation.

B xl?hﬁ S. S. More: According to the

“The Central Government may,
by notification in the Official
Gazette, direct that all or any of
the provisions contained in the In-
surance Act shall apply to the Cor-
poration subject to such conditions
or modifications as may be specified
in the notification; but save as
aforesaid nothing contained in that
Act shall apply to the Corporation.”

So, what have they done ? They have
excluded the operation of the Insurance
Act. The next thing is, certain provisions
will apply to the Corporation. But what
provisions shall be applied and with what
modifications is a thing which is entirely
left to the Government. My submission
is that in this very Bill, they ought to
have at least given certain clauses say-
ing that as far as the Corporation is
concerned, such and such clauses, of
the Insurance Act with such and such
modifications, will apply to the Corpo-
ration. They ought to have provided for
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[Shri S. S. More]

it either in the body of the Bill or in
the Schedules. Nothing prevented the
Government from doing it. We shall
then be in a position to know what
modifications are being affected by
Government or desired by Government
for the purpose of making the Corpora-
tion function with greater efficiency.
But they say, “We shall determine what
provisions of the Act shall apply to the
Corporation”. Not only that. When they
decide that certain provisions of the
Insurance Act shall apply to the Cor-
poration, they will also be competent
to make changes and modifications in
the Insurance Act so as to be applied
to the Corporation. I feel, as a lawyer
and having the greatest regard for the
legislative functions of this House, that
this innovation which is being sought
to be brought on to the statute-book
is extremely dangerous.

The Minister of Defence Organisation
(Shri Tysgi): Why ? Whatever will apply
will only be the law passed by this Par-
liament. How can that be dangerous?

Mr. Chairman: That is not the mean-
ing of the clause in question. The clause
says that the present Insurance Act shall
not apply and only such modified pro-
visions as are notified will apply. That
means that so far as the Act is concern-
ed, it is of no effect whatsover.

Shri S. S. More : I welcome the inter-
ruption by Shri Tyagi, because that re-
veals his readiness to dabble in matters
which he does not know, and to that
extent—

Dr. Lanka Sundaram (Visakhapat-
nam) : He requires to be educated.

Shri S. S. More: To that extent we
get some glimpse into his own mental
make-up. My submission is, should we
permit such a change? I can under-
stand their saying that only certain pro-
visions as notified in the gazette shall
apply to the Corporation. I am prepared
to go so far. But it is not only that. They
say that if necessary, the provisions
shall be modified by a Government order
and in that modified form they will be
applicable to the Corporation. In effect,

- jt means that as far as the Corporation
is concerned, the Insurance Act shall
be amended by executive orders.

Shri Tyagi: My friend wants that the
provisions which also cover fire insur-
ance may naturally be applied to this
Corporation, but that Government have
no right to amend those laws. But sup-
pose there is some clause which covers
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both life insurance as well as general
insurance, and if that clause could be
applied, we just want that clause to be
tacked to this Act. But he says, “No,
we should not do that”.

Shri S. S. More: My friend does not
know that if a2 person commits a crime
the particular section of the Indian Penal
Code which is relevant to the crime will
be applicable. If a man commits theft,
Shri Tyagi will admit that even though
it is only a theft, section 302 of the In-
dian Penal Code will also apply to that
offence! Of course, knowing a bit of law,
I am not prepared to agree to what he
says. Therefore, my submission is, seek-
ing an amendment to a legislation by
executive order is itself a very danger-
ous precedent that we are trying to set
up. It will do the greatest harm to the
legislative  sovereignty of this House.
Therefore, I do want to record my pro-
test.

I do welcome the measure as far as
it goes, but as I have stated, since Gov-
ernment is taking over this insurance
business, Government will be on their
trial. Shri Asoka Mehta has pointed out
that in foreign countries whenever insur-
ance has been nationalised, there.is an-
other sector which runs in competition,
a healthy competition with the nationalis-
ed sector. It is a corrective force and it
does some good. If we are eliminating
this corrective force, if we are ruling out
a certain healthy competition, I think it
will not be good. 1 agree that in the pre-
sent set of circumstances, no agency-can
compete with Government. It is not
desirable. I do  concede that
But that is greater reason why Govern-
ment should take up the matter more
seriously.

Government will be on their trial. It
is for them to exercise wit and, in-
genuity. They have to develop new forms
of insurance. Take, for instance, the
ordinary middle class man. He comes
into difficulty on so many occasions. He
insures his life, but he requires money
for his daughter’s marriage, for his son’s
education, for running as a parliamentary
candidate and so many other things. On
s0 many occasions, he is in need of
money. Our new national insurance
should also develop different expedients,
different methods by which all these tem-
porary or occasional needs shall be satis-
fied by the Insurance Corporation.

Shri Tyagi: Election expenses also.
Shri S. S. More: Yes, election ex-

penses, and expenses for becoming a
Minister too. All these expenses will have

point.



2959 Life Insurance

to be borne by the insurance company.
Otherwise, the country has to bear all
these expenses. Therefore, I would say
that this nationalised insurance must in-
troduce many innovations. My hon.
friend, Shri Asoka Mehta, has been re-
peating the experience of other countries.
Let us be original in the field. Let us
develop some good things so that some
of the counterparts of Shri Asoka Mehta
in foreign countries shall be quoting the
instance of India too, and particularly
Shri M. C. Shah fortified by the Minister
of Defence Organisation. Therefore, let
us do some original thing. Too much
attachment to the books is a terrible
thing. Let Shri M. C. Shah and other
Ministers who are in charge of this
exercise their native wit and find out
innovations, new expedients by which
insurance business can be developed.

Shri M. C. Shah: We have thought
about that. It will come  slowly and
slowly—the expedients of loans and
everything.

S_hri S. S. More: His thought, which is
resting at a particular level, should not
be the last thought. Thought is a con-
tinuous process like planning. I feel that
this is a suggestion which I should make.
He can also invite suggestions from the
public. Let them announce a sort of re-
wards to those who can make original
suggestions.

Shri M. C. Shah: Excluding Members
of Parliament, because they will be dis-
qualified, perhaps.

‘Shri S. S, More: I think the Com-
mittee on Offices of Profit is there. With
our unlimited power, we can see that ne-
cessary changes in the law are made so
as to remove that disqualification. There-
fore, my submission is that all such mat-
ters ought to be taken up.

Then private insurance companies
have been levying premia at high rates.
As was pointed out by some of the pre-
vious speakers, in some countries na-
tionalisation has resulted in raising the
level of premium. In Bombay State,
transport has been nationalised, with
what result? It has become a govern-
ment monopoly. The private buses which
were running at 6 pies per mile have
been knocked out and State transport
i8 there. The result is that now every
passenger has to pay 9 pies per mile.
Take any other concern that has been
nationalised. I feel that a public utility
managed by a government or a local

y must sell its services at a low
competitive rate so that people shall be
convinced of the utility of a service
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being nationalised. In my State, all per-
sons who have to travel by motor bus
are saying that the private owners were
far better than the so-called State trans-

port agency.

Then I will make a suggestion about
the employees. As far as the underdog
in the employment is concerned. 1 have
got the greatest sympathy for him. But
the managers who have been exploiting
their position will also now come under
the category of employees. There is a
sort of anarchy of salaries, different per-
sons getting different salaries depending
on the sweet-will of the management.
Government must make a clear distinc-
tion between persons who are living un-
der subsistence level and persons who
have got out of the insurance ‘business
more than they deserved. In the case of
the smaller man, the sympathy of Gov-
ernment should go to him in abundance.
But as far as the top man who has abus-
ed his position is concerned. Govern-
ment should be more ruthless; simply be-
cause, he comes under the general cate-
gory of insurance employees, he should
not receive any terms which are likely to
perpetuate the favoured position that he
has enjoyed.

I do not want that the co-operatives
which are running some insurance busi-
ness should be eliminated or made ex-
tinct. I feel that Government should look
upon co-operative societies as a part, a
wing, of their nationalised industry and
allow them to thrive and give them all
the concessions, because what we want
in this country is not a governmental
mentality but a co-operative mentality.
Then only will the real socialist pattern
of society come into existence. Some-
body sitting at Delhi inspired by the most
benevolent intention but sitting with a
rod in his hand, will not bring about a
decentralised society, a society which is
competent enough, which is trained
enough, to manage its own _affairs.
Therefore, I would again earnestly make
this request. You are perfectly entitled
to eliminate competitors in the private
sector. But co-operative societies do not
belong to that category. You must take
them under your own protective wing.
They have suffered from the competition
of private business. But now Govern-
ment by coming in is not only making
their life miserable but ending it which
is not a desirable thing. Therefore, I
would again plead for them.

As far as investment is concerned, I
should like to make one concrete sug-
gestion. Take, for instance, the housing
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{Shri S. S. More] WaT W@ EER FA fFm
problem. The Housing Panel and the  fyq gy § Tl @l &1 qaw
Planning Commission have come out ~ & A 4 5K
with figures. But we require crores of & @ °t W agd S ST
bouses, and the population is going up. #feat A famr o2 & =&, afew S0 & o
There is addition to the population, there Fq ® JATEA FT WK WS FF I AS-
is damage to the houses—old houses are R e
going out of use—slums and all these Eﬁ'c'f [ W bl
Ehings. Our need dfor h]gusiugt,h decent & I Y, 7 d4fF g W W FER

ousing, is tremendous. Even the Plan- 3 Frafaal bece
ning Commission has admitted that it 1t -y N sg""'fmm 2
will not be in a position to satisfy that gt | foan ﬁ‘m bl
need u; t]he immedti;te futurg. 1 v\lr)ou}g Fifas & | § 9 T § TAT & Tl
particularly stress the need to bui e ; m TR g
houses to be rented out to persons < & ﬁf %\ N é ::; wh
belonging to a certain category of FERIT $ G FARK [ 7 A 3
st])cietyl, the {réi';l]dlel class, sub—midd}e T Yo 8 @ & 98 wfuw anfer W)
class, lower middle class or even people afes gerater sfas arvEs
belonging to an order lower than that; i \EMT N SS_;
this should be made entirely a monopoly gem ! ™ H 3 F<e T4
of the Insurance Corporation. Whatever 2T § WX 39 g<g F o TR A
surplus or investible funds that this Cor- @ Eﬁ e #r I T ﬂTfEﬂ |
poration may possess should, as far as ! N
possible, be invested in building decent FTFR 7 TZ :gg & s famm @
hogseshon a ma;s sc;llﬁ %c; that to the g f& g 9 F1 AU FT TH
policy-holders who wi coming to feqrede T A9 2 gfex £
them, they can say: “Well, Mr. X, you N T@‘ \-:" @ & 3 ?H
can insure your life with us, and if you ST F AR SRS THL | HAAT
go 50, you gelt)l the added a;i‘;/antagfe of smn fe fow & gra sifas & ofes S

aving a suitable house rented out from o & Y & FORET
our property at reasonable rent”. That ~ * m . \@ aﬁ‘ fr = ~
sort of incentive will he helpful in  § & WA FWIAT & AHA FW FTA
spreading this message of insurance. a9 & | g9 ¥ q€ Qg S A F
1 would aglz:iin say ‘t)h;atl tpis particular # ¢ ag ug f& smt@w # 9¥g TTHT
activity should not eft in private fraa e sefaat I
hands, in the hands of investors who & Eﬁt 37 95% il
rackrent small tenants. It should be en- fegem & do T FEH FA g
tirely taken °ﬁ'e'h by 2‘1; insurat;czlco;n- fadgs # wAE QIR & F AR FE
panies and all their ds available for S\ mm‘ frgT  STTARTY
investment should be entirely invested in (@) bl ~ t%m‘ﬁ;
building decent, sanitary houses which ~ I7% WCT@ saeqr ;A
can be rented out to small persons at ofiomafea Fafea) #1 AX qEERiEr
their capacity rent. Fafed A 75 W ) S & 5 ag

These are some of the concrete sug- FwataT qfa™ frerit 3
gestions I have to make. I again support . W a dw #
the measures. It is going in the right N TEE AT FHOE T ST g €
direction. We do not want to change the 39 Y FE =BT FH @7‘{ Y wTIT # T gl
grection; we only “iant to \ixllige upon &

overnment to accelerate still further T g § ¥ T@Ar FgAT ATEN
the rate of their march towards that ob-
T e

P.M.

fﬂ‘mm(ﬁr@hmr{‘):m_% ¥ gug afgaq @ T g AT
qga#fajrﬁahﬁ,a}fa_ﬂwv:@ﬁ mt@fﬁzﬁtmmgﬁmgwt
mm*vm«’rwgwaﬁﬁﬁ,ﬂri ag Wt I & gong wha & gar g B
éargumh fe7 gu w9 @t Tww ﬂWaqi«ﬁ\iﬁfszW
feoiie aw?ﬁ F w0 @ f6ogmd e § @ e -
fordus TFET T 9T I¥ gUG gAI dgd W@ R § ga fRR, AfFT W@ O
R afeEi A mama Frar. it W F WA @W q §W
aﬁimﬁmﬁﬂ Mwmmﬁimﬁmﬁ
fadas gwR @R wEm € | sl AT 987 | A9 O wwonw &
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Shri Altekar (North Satara): It is a
matter of great satisfaction that life in-
surance has been nationalised in India. I
think we are the first nation to na-
tionalise the whole of life insurance busi-
ness in the country. There are other ins-
tances where it has been attempted in
part but we have nationalised it on a
full scale. It is a great responsibility and
when we bhave taken this responsibility
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‘upon us, we must prove equal to the
task. There had been several foreign and
Indian insurance companies carrying on
this business who had brought it to this
great level. There are certain companies
who were pioneers and they have really
.done admirable work. Under the circum-
stances, we must carry on the business
in such a way that it does not in any
-way suffer; on the contrary it should be
«extended on a larger and larger scale.

{SHRIMATI RENU CHAKRAVARTTY in the
Chair)

It was a matter of great pleasure to
‘hear the Finance Minister say this morn-
ing that in the first months after taking
-over the business from the hands of the
private companies the busi was on
a larger scale than for the corresponding
period during the previous year. We
want to expand it still further and make
it all pervasive throughout the country;
it should not be confined to cities and
towns; it should go to the rural areas.
So when we are constituting a corpo-
ration, we should pay attention and see
that it is such as will ensure the improve-
ment that we want.

Clause 4 says that the corporation will
<consist of fifteen persons or less and
that the Central Government will nomi-
nate them. It is not indicated as to what
type of persons will be nominated by the
Government. I am sure that Government
will take care to select people who will
«carry on this business in a very efficient
manner, who have got experience of this
business in India and who have ac-
quitted themselves well in that sphere.
I also feel that the interests of policy-
holders should be represented on the
corporation. Life insurance business is a
trust on behalf of the policy-holders. The
whole fund is by way of a trust money
and so theirs is the chief interest to be
looked after. So, anything which will
-even in the slightest degree affect their
interests adversely will have to be avoid-
-ed. Therefore, I feel that they should be
Tepresented on this corporation.

We want to expand business in rural
areas. Those who are experienced and
know how to carry on the business to
the rural areas—the co-operative organi-
sations etc.—should also be represented
there. I also do not deny that the in-
terests of the industrialists should be re-
presented. They also have to hf:t what
they were getting from this life insur-
ance fund by way of advances, loans,
etc. So, they should also, to a certain
extent, be represented there but not in
such a way as to give preponderance
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so as to have everything dome accord-
ing to their desire. The corporation
should function in a national manner
and from that point of view the people
at large should have the benefit. That is
what I have to suggest in connection with
the representation on the corporation.

I now come to the formation of zones.
Four zones are sought to be formed at
the outset. Taking into consideration the
extent of our country, I believe that it
would be a small number. They have to
be constituted in such a way as to ensure
efficient and proper business in all the
areas and that could perhaps be best
done by increasing the number of zones.
We are having only one corporation and
that will do the co-ordination work.

There is great criticism in this House
and in the newspapers outside and from
persons who have carried on life insur-
ance business that unless there is com-
petition, the business would not be run
on very efficient lines. The zones should
be so constituted as to have initiative and
imagination and the insurance experts in
the different zones should have the
power and initiative so that they may
work on efficient lines. I believe that
this will also ensure some sort of a
competition.

Shri M. C. Shah: These zones will be
more or less autonomous.

Shri Altekar: Then, they will have
scope for initiative and imagination and
they will be free to develop the industry
according to their ideas.

Shri M. C. Shatl;: Tbe):iwillhbe allno-
nomous except with regard to the polic;
that will be laid down by the Centra’l,
corporation.

Shri Altekar: That may be so but the
actual working of that policy and ex-
panding the business and making it po-
pular and taking certain steps which will
make the people have full confidence
should be left to them. For instance,
we find various types of policies in
various companies. If these are left to
them, then they will do something to
make it popular. There will be greater
initiative, stimulus and incentive and at
the same time some sort of ‘a competition
between the various zones. If this is
ensured I believe that this fear, that
want of competition will not in any way
enliven the business of the life insurance
companies, will be found to be misplaced.
This is what I think so far as the zones
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are concerned and also the power of ini-
tiative that is to be given to these
zones.

It is not only that these zones are to
be there functioning as autonomous ones
but even the divisions that are to be
therc have also to be given certain power
of initiative. Of course, they would be
functioning under the supervision of
these zones. 1 know, as a matter of
fact, that there are many life insurance
companies, very good companies in the
mofussil who have carried on this in-
surance business very satisfactorily. If
those who are working in these com-
panies, their power of initiative, their
power of advancing the business is still
with them and they are carrying it under
the supervision of the zonal authority
then the business will become more
popular. If the initiative that is there
and the experience these people have
got in the respective companies which
are functioning very efficiently in mo-
fussils are retained then I believe there
should not be any difficulty for  the
expansion of the life  insurance
business. That should also be
vouchsafed and I think that the head
offices of those mofussil companies which
are running this business very efficiently
should be retained there as divisional
offices with sufficient power of initia-
tive. That is a suggestion I would like
to make.

Then again, as we want that this life
insurance business should go into the
very heart of the country, into the in-
terior villages, the branches .should be
so formed that they go even to the
talukas. What now happens is that the
life insurance business is mostly confin-
ed to the towns and cities. It is more or
less an urban business! Instead of that
it should permeate into the nook and
corner of the country. If that is to be
so the only way of doing it is to take
these branches into the districts and
taluks of great importance and demar-
cate the areas for 2ach branch and divi-
sion so that it will so happen that when
they are working intensively in a small
area the business will be carried on with
greater extension and it will go and
permeate into the heart of the country.

In this connection a fear entertained
by the agents is that they believe most
of them will be turned out of emp‘llcg-
ment and that they will not have suffi-
cient scope to work. If we so organise
the business by making various divi-
sions, as | have suggested, in these zones

and carrying the business to the various
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branches in taluks, if the business will
be distributed in this way and the agents
asked to work in these various small
organisations and areas intensively 1
believe there is sufficient scope for es-
tablishing branches and also sufficient
scope for all these agents to work in
the field in which they were working be-
fore. There would not be any paucity
of field to work if the business is pro-
perly organised. From that point of
view, I believe that all these agents who
are real agents and carrying on business
in a bona fide way—not dummy agents,
1 have no sympathy for dummy agents,
if they are weeded out nobody would be
sorry for them—who are working as
genuine agents will have sufficient field
in the country if the business is organis-
ed all over the country in various
branches. If we proceed in that manner
the business will be well organised and
all the agents will have sufficient field
to work and nobody will be out of em-
ployment.

Now I come to the question of em-
ployees. So far as employees are con-
cerned a guarantee has been given and
section 10 says that all those who were
in the permanent employment of the
various insurance companies, their in-
terests will be guarded. I would like to
say that not only the employment of
those employees who were actually per-
manent servants in the company but aiso
the employment of the employees of
the chief agents who were working in
various places should be guaranteed be-
cause certain companies were engaging
chief agents and these chief agents were
employing certain other servants to work
in their respective fields. They were, as
a matter of fact, employees of the chief
agents like any other employees in the
insurance company. Therefore, the em-
ployees of these chief agents should not
in any way suffer in the scheme we are
going to make with respect to nationali-
sation of this business and the employees
who were previously working as such
should be continued in their employ-
ment. Therefore I suggest that the em-
ployees of these chief agents also must
receive the attention of the Select Com-
mittee and due provision should be made
in that respect.

Another point I would like to urge
in connection with the employees is that
there are various companies of different
status, different degrees of prosperity
and who were engaging various able
persons having qualifications.
Therefore it so happens that a company
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which has done business to a large ex-
tent employs a certain actuary or any
other qualified person on a particular
scale of pay and in another company
which is also well run and is on a sound
basis a person having the same qualifi-
cations is employed on a scale of pay
which is lower than the other one. The
latter should not suffer in the new set-up
Once we have the Corporation and one
scale of pay in this whole business it
should not happen that a person with
good qualification and long experience
in a company which was of a smaller
size should be placed at a disadvantage
as compared with another person having
less qualification but serving in a bigger
company and getting more pay while
fixing the scales. When the matter of set-
tling their scales is taken up I would
submit that those who have better quali-
fication, ability and also long standing
though serving in smaller companies
should receive proper consideration.

From that point of view I would
suggest one thing. It is not that a Select
Committee which can itself decide or
even a Government Department which
can decide these things. I would like to
submit that a Pay Commission should
be appointed which should fully investi-
gate the case of these various employees,
the conditions under which they were
serving, the scales of pay they were
receiving, the promotions etc. Ail these
things should be investigated by the Pay
Commission’ which I have suggested and
they should make recommendations to
the Government. According to their sug-
gestions the whole thing should be decid-
ed, or at least proper attention should
be paid to them. That is what I would
like to submit because there are so many
complications with respect to scales, the
dlﬂeyem methods that are there adopted
by different companies of different status
and of dffferent economic and financial
condltxol_ws. It is not a matter that can
very easily be solved. Therefore, I would
again submit that such a Pay Commis-
sion would be desirable to be appointed.

In the meanwhile I would submit that
there are various companies in which
bonus was being given to those who were
retiring. There are many employees who
are on the verge of retirement. Again,
in different companies the age of retire-
ment is different. In one it is 55 years,
In another it is 58 years, in a third it
is 60 years. I submit that generally the
age of retirement should be taken to be
60 years.and the cases of those who are

low that should be taken into consi-

tion for extensi i
26 Lop Somis on. From that point
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of view before a final pay scale and the
age of retirement is fixed I would sug-
gest that 60 should be taken as the age
for retirement.

In the case of those employees, es-
pecially those who were serving for a
pretty long time, I would suggest that
their transfer should, as far as possible,
be not made to distant places and if they
are so made then they should not in any
way suffer on account of these transfers
and sufficient compensations should be
made available to them.

I now come to the question of share-
holders. I submit that the hon. Finance
Minister has already suggested his will-
ingness to take into consideration the
situation of the company in December,
1955, that an actuarial valuation should
be made as on 31st December, 1955 and
that an average of the previous three
years' surplus should be taken to be the
basis for awarding compensation. There
are so many middle class and poor per-
sons who have taken shares in these in-
surance companies. They regard the in-
surance companies to be very sound con-
cerns in which they could invest their
money. They have invested their money,
of course, small amounts, in companies
that are running properly as if they were
gilt-edged securities. These people should
not in any way suffer. They should get
a fair compensation. Usually investment
is made on the calculation of 4 per cent.
That should be taken to be the basis
and 25 times the prescribed surplus
should be the compensation that should
be allowed. There are many companies
that were run on very sound and prudent
lines, and they have set apart dividend
equalisation fund, that is, money set
apart for the purposes of the share-
holders. This is shareholders’ money.
This fund is intended to be available-to
the shareholders if in any year the sur-
plus comes to be less. This amount being
specifically reserved for the shareholders,
it should be available to them in addition
to the compensation that is proposed to
be given in this Bill. These shareholders
are middle class people or ordinary men
who have invested money for the
sake of getting regular income. They
should not suffer in any way. In the case
of mutual companies, I would suggest
that 5 per cent of the surplus available
on triennial valuation as on the 31st De-
cember, 1955 should be taken into con-
sideration and one year's portion of this
should be multiplied by as many years
as there remain to run in case of
respective policies, should be the com-

_pensation available to them.
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Such provisions of the Insurance Act
as are highly desirable and wholesome
should be made applicable to this cor-
poration also. What are the particular
provisions of the Act which are to be
retained should be decided by the Select
Committee by thorougbly looking into
the Indian Insurance Act.

I would like to make one more sugges-
tion. There should be an independent tri-
bunal for settling disputed claims. That
tribunal should decide the claims prompt-
ly and it should not be left to any depart-
ment of the Government or any other
such arbitrary body. All these claims
should be paid as early as possible, at
least as early as some of the best com-
panies were giving. There should not
be any ground for complaint on the part
of the people. They should not feel that
when the business has been taken over
by the Government, they would suffer
as the pensioners or others suffer in the
different branches of the Government.

The last point that I wish to urge is
that there should not be any reduction
in the amount of the policies of the
companies which are rather not on very
good footing. We are nationalising the
life insurance business. In these com-
panies, the number of policies and their
amount is not very big as to be com-
pared with the rest. If in these cases, the
amount for which the life was insured
is given, there would be the satisfaction
that the nationalisation of this business
has been a great boon to them. Their
companies might have bungled. But,
when the business is taken over by the
Government, they should not suffer and
they should get the sum for which their
life has been insured. That is the last
request that I would make to the Gov-
ernment. The Finance Minister has as-
sured us that he would consider this
matter. I submit that these points should
be very seriously considered by the Select
Committee so that the policy-holders do
not suffer in any way.

Mr. Chairman: Pandit C. N. Malviya.

Shri Sinhasan Singh (Gorakhpur
Distt.—South): May I point out, Madam,
that there is no quorum in the House ?
And none of the Ministry of Finance
is here.

The Deputy Minister of External
Affairs (Shri Anil K. Chanda): Joint
responsibility, Madam.

Finance.

Shri Sinhasan Singh: I say Ministry of
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Shri Anil K. Chanda: [ say, Joint
responsibility.

Mr. Chairman: Is it not possible for
one of the Members of the Finance

* Ministry to be present ?

Shri Anil K. Chanda: The Finance
Minister has just gone out for a couple
of minutes.

Mr. Chairman: 1 do not want to dis-
turb his tea. I was only suggesting that
some of the other Members may be pre-
sent. Can we send word? Of course, the
Deputy Minister for External Affairs is
here. It may be better if somebody from
their Ministry is present.

Some Hon. Members: He has come
back.

Mr. Chairman: The bell is being rung.
Now there is quorum.

Pandit C. N. Malviya.

Pandit C. N. Malviya (Raisen):
Madam Chairman, I welcome this
measure. I am not going to say anything
about nationalisation because the neces-
sity of nationalisation has been establish-
ed and it has been discussed in this
House. The Statement of Objects and
Reasons to the Bill says:

“To ensure absolute security to
the policy-holder in the matter of
his life insurance protection, 4o
spread insurance much more widely
and in particular to the rural areas,
and as a further step in the direction
of more effective mobnllsatlon of
public savings .

This measure has guaranteed the
amount to the policy-holders and it has
also provided for the compensation to
the shareholders. This has also provided
for the mobilisation of public savings.
But, I find somethm% lacking and it is
this. Nothing specific or definite has
been mentioned in this Bill about the
people whom we want to save as regards
the funds being invested for public pur-
poses. I want the Select Committee to
consider this Bill in this light, We are
making provisions in respect of the func-
tions of the corporation. A provision
should also be incorporated in this mea-
sure as to what kind of relief and benefit
will be conferred on the general policy-
holders and on the people who would
like to save money to become policy-
holders. Of course, so far as the policy-
holders are concerned, their policy
amounts have been guaranteed.' In clause
24 it has been provided that not less
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than 95 per cent of the surplus should
be invested according to the directions
of the Central Government. I welcome
this provision because we find that much
of the surplus in the insurance com-
panies has gone into private hands. It
is only proper that a portion may be
allotted to the private sector and the
surplus should be invested in the
public sector.

Shri More while discussing clause 34
raised an objection that we are setting
up a very bad precedent by means of
amending the Insurance Act by this
Bill, but if we go through clause 34 we
find that it is not amended, but it has
been provided:

“The Central Government may,
by notification in the Official
Gazette, direct that all or any of
the provisions contained in
the Insurance Act shall apply to
the Corporation . .."”

That means we take the Act as it is
and in the interests of the Corporation,
the whole Act will be applied. Naturally,
when we are running the Corporation, it
is necessary that the provisions of the
Act should be utilised according to the
necessities of the Corporation. Thereby
we are not amending the Insurance Act,
but facilitating the working of the Cor-
poration.

I am glad Shri Shriman Narayan is on
the Select Committee, and I hope that
what he has said about the organisation
and utilisation of the machinery of this
insurance business through village pan-
chayats will now find a place in this
Bill. In his introduction to the book
Insurance Business in India by Shri H.
D. Malviya, he has said :

“I would however, make one defi-
nite suggestion. The additional re-
sources which are made available
through the nationalisation of life
insurance should be mainly used
for extending insurance facilities in
the rural areas through the village

" panchayats and co-operative socie-
ties.”
Further he says:

*1 do hope that while framing the
detailed scheme in this connection,
the Government of India will pay
special attention to insurance facili-
ties in the rural areas through vil-
lage panchayats and co-operative
societies.”

This Bill has no provision like that
and I want that the Select Committee
should make some provision in this Bill
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so that the organisation may be set up
in such a way that we may not incur
the same criticism as we have levelled
against the private sector, namely spend-
ing some 29 per cent on the manage-
ment. In the Insurance Act it is provid-
ed that in the first premium it should
not exceed 90 per cent and then 20
per cent. I propose that the Corporation
should manage according to the formula
that in the first year it does not exceed
60 per cent and then 10 per cent.

We want to utilise public savings. It
is very important that our organisation
should work very efficiently and it should
reach to every village. As we want to
cover every village by means of National
Extension Service in the Second Five
Year Plan, similarly we should cover
every village under this Corporation. 1n
the Bill it has been provided that there
will be four zones. They are- North,
South, East and West. I want that the
Select Committee should provide for five
zones at least. There should one zone
in the Centre also. Any place in Madhya
Pradesh or Uttar Pradesh may be chosen
for that. It may be Bhopal, it may be
Nagpur 1 do not mind, but I want that
there should be five zones. Along with
State branches there should be a centre
at the district level, and as we have
provided workers under the schemz of
National Extension Service, similarly we
should provide one person at least for

every group of villages.

Then, we should set up a propaganda
machinery .and ask people to save the
money that they are now spending on
many ceremonies, and put that in this
wmsurance business. It will be a saving.
For example, there is dowry. If they
can put that amount or any percentage
of that amount in this business, then
they can take advantage of it.

We should also try not to give the
amount on maturity to the persons in
a lump sum. We should have a scheme
whereby we can give the amount
monthly or yearly instalments.

We insure life, but now what is hap-
pening? A policy-holder simply gives his
premium. At the time of writing the busi-
ness the doctor examines him, but after
that no care is taken. If we want to
make this system a success, we should
provide certain facilities, certain reliefs,
certain schemes bv means of which the
policy-holder can take care of his health
and he can be looked after. If he suffers
from some accident or some damage, he
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should be able to take help of the Cor-
poration and provide against these
untoward happenings.

We have provided a tribunal for com-
pensation, but in the casc of the em-
ployees we say that the decision of the
Central Government will be final, which
is something very strange. Why should
the employee not be given a chance to
g0 to a tribunal when there is a dispute.
In clause 10(4) it is stated:

“Notwithstanding anything con-
tained in the Industrial Disputes
Act, 1947, or in any other law for
the time being in force, the transfer
of the services of any employee of
an insurer to the Corporation shall
not entitle any such employee 10
any compensation under that Act,
and no such claim shall be enter-
tained by any court, tribunal or
other authority.”

Sub-clause (3) of clause 10 says:

“If any question arises as to
whether any person was a whole-
time employee of an insurer or as
to whether any employee was em-
ployed wholly or mainly in connec-
tion with the controlled business of
an insurer immediately before the
appointed day the question shall be
referred to the Central Government
whose decision shall be final.”

I object to this policy. 1 propose that
the employee should go to the tribunal
so that he can have his say and get an
impartial decision.

I am not going into the details of com-
pensation, but knowing the history of the
insurance business, I think they have
earned ‘enough and we should not give
them more compensation than is neces-
sary and according to the minimum
standards. Then thege is clause 31 deal-
ing with penalty for withholding property
etc. What is the penalty provided here ?
It is only six months’ imprisonment or
one thousand rupees’ fine.

Shri B. S. Murthy (Eluru): Not
enough.

3 PM.

Pandit C. N. Malviya: Do you think
that this penalty is sufficient for persons
who defraud the public by making false
entries? I say that i$ is not cient
and it should be enhanced. There should
be a severer punishment so that nobody
will dare to defraud the Corporation or

19 MARCH 1956

Cosporation Bill 2982

. I do not support the idea of the crea-

tion of so many corporations. I agree
with the Finance Minister and to the
policy as enunciated in this Bill, that
the business should be carried on on a
wmonopoly basis.
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Pandit D. N. Tiwary (Saran South):
On a point of order. Just this morn-
ing, the ruling was given by the Speaker
when the question was raised, that to
include other insurance within the scope
of this Bill is out of order. I want to
know whether any reference or any sug-
gestion to include other insurance in
this Bill is in order or not.

Mr. Chairman: As far as the motion
for reference to Select Committee was
concerned, there was an amendment to
it and that was ruled out of order
on the ground that the general scope of
the Bill is restricted to life insurance
only. In so far as that restricts the scope
of the Bill, it is better that hon. Mem-
bers do not repeat this particular point.
It will be better therefore if hon. Mem-
bers confine themselves only to life in-
surance whica is the scope of this Bill,

Shri Shree Narayan Das: So far as
the policy of nationalisation of insur-
ance is concerned, we can criticise Gov-
ernment.

Mr. Chairman: Yes, there is nothing
to prevent an hon. Member from giving
a general idea as to the necessity of
having certain other Bills introduced in
this House so far as general insurance
is concerned. But as far as the scope
of this discussion is concerned, this has
to be restricted to life insurance only.
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“No property shall be compul-
sorily acquired or requisitioned
save for a public purpose and save
by authority of law which pro-
vides for compensation for the pro-
perty so acquired, requisitioned and
either fixes the amount of the com-
pensation or specifies the princi-
ples on which, and the manner in
which, the compensation is to be
determined and given, and no
such law shall be called in question
in any court on the ground that
the compensation provided by that
law is not adequate.”
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. [Shri G. P. Sinha]

of those things as bank and insurance,
must be done immediately not because
they are better in the private hands.
Whether they can be efficiently run in
the public sector. whether the efficiency
can be increased is not the only consi-
deration, but there are other factors. The
Finance Minister in his speech has al-
ready mentioned that apart from other
considerations, ideological considerations
play an important part. You have seen—
and the memory of the House is still
fresh—that malpractices in insurance be-
came a common thing and the loss which
policy-holders had to pay or their appre-
hension of further loss would have
been greater. Hence it was essential that
insurance business should have been
nationalised long before. It was a timely
intervention to some extent by Shri
Feroze Gandhi who has been helpful in
revealing in this House some important
malpractices and pointing out that na-
tionalisation was essential to safeguard
the interests of the policyholders. After
all who play an important part in the
insurance business ? It is not the share-
holders; it is. not the managing agents,
but the main sacrifice and contribution
come from the policyholders. If you go
into the history of insurance, you will
find that a handful of people collected
some amounts in the shape of shares
and started business, but the bulk of the
money to finance the insurance business
came from policyholders. What was
their position ? Practically they were help-
less spectators and had no control over
its affairs while the vast amount coilected
from premia was invested in the realm
of private enterprises. The policyholders
were altogether helpless and had no con-
trol over the investment of money col-
lected from them. Only a few years back
it was made compulsory that the insur-
ance companies should invest fifty per
cent of their premium income in Govern-
ment securities while the balance fifty
per cent was left in their hands. Of
course some restriction was also placed
on this. But before these restrictions,
they used to exploit the situation and
make risky investments and get huge
profits. It is the history of insurance in
this country.

The policyholders will be grateful to
the Government because after the na-
tionalisation their future has been safe-
guarded. The incentive for the policy-
holders in most cases is not savings for
investment. They saved for providing
‘education to their children. That was
their incentive. They never thought of
javestments. Most of them were common

19° MARCH 1956

Corporation Bill 3002

middle class people. Their only idea in
resorting to this sort of a compulsory
savings was to have some security. They
thought that when they retired or when’
they were disabled they will have some-
thing to fall back upon. They may be
able to build a house or educate their
children with this money.

Before nationalisation, it was compul-
sory to invest fifty per cent in Govern-
ment securities; the other fifty per cent
was left with them. Now that it has been
nationalised, Government should come
forward with a national programme of
house construction. The primary need of
every common man today is housing.
Before nationalisation the cost of cons-
tructing a house was met in this way:
25 per cent from the person who wanted
to construct a house, 25 per cent from
Government contribution and fifty per
cent from the insurance company. I
would like to know the position now.
Would the same scheme be followed and
will the surplus fifty per cent which we
are going to get from premium be devot-
ed to rural or urban housing ? If 2 man
can bear 25 per cent of the cost of cons-
truction, Government should help him
in building a house. That will provide
greater security. If this scheme is follow-
ed, it will add to the incentive to save
more.

There is another great advantage by
nationalisation. The cost of insurance
was terribly high in this country. Some
of the top-most insurers used to talk
of amalgamation and rationalisation be-
fore nationalisation so as to bring down
the cost of insurance. Nationalisation
will work as automatic amalgamation
and naturally the cost will go down.

As far as the reduction in the cost
is concerned, the corporation will play
an important part. There is also the
danger. When competition is no more, it
might be that the corporation
might be burdened with top-heavy
expenditure. We have seen this
in some of the Government corporations
—for instance the Air Corporations, In-
dustrial Finance Corporatign, etc. This
danger haunts the whole nation. Most
of the ICS or IAS people are entrusted
to do the work which till now was done
by other efficient people. My suggestion
is that the entire regiment of workers
after the nationalisation of insurance
should be completely segregated from
the bureaucracy of today. Their effi-
ciency should be judged by the work
they are able to do in the field. By
nationalisation, the employees will feel
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more secure and they will have all the
facilities which the Government em-
ployee is entitled to.

Then there is the question of com-
pensation. Some of my friends here pres-
sed for proper compensation. By that I
do not know if they mean the market
value of the shares. Others say that the
assets left by the insurance companies
should be the compensation. I would
like to know how the market value could
be claimed to be the proper compensa-
tion. One may invest Rs. 10 in a share
and its market value is Rs. 100 today.
Its value has accumulated because of the
sacrifice of the policyholder. It is not
because of the money sacrificed by the
shareholder. In no way should we think
of the market value as the just com-
pensation. The same principles apply to
the assets also. While abolishing the
zamindari, market value was pot the
compensations paid to them. We have
nationalised the Imperial Bank and there
has been a hue and cry throughout the
country—from one corner to the other—
about the payment of compensation.
Everybody condemned that and they
said that the compensation paid was
very high. Let that not be repeated
again. I think that most of the people,
the tax-payers, always think in those
terms.

4 p.M.

Only one thing I would say. Nationali-
sation has got all the advantages except
one thing, and that is, there will be no
competitive spirit left after nationalisa-
tion. Some of my friends, either here
or in the upper House, have suggested
that to safeguard the element of com-
petition more than one corporation
should be formed. Of course, if there are
a large number of corporations the diffi-
culty will be there that the cost of in-
surance will increase. But, if there are
only two corporations having the same
rights in the same zone to do their busi-
ness then at least the competition will be
there and there is less chance of lethargy
as far as the work is concerned.

Shri A. M. Thomas: Sir, I join in
the appeal made by the Finance Minis-
ter, when he moved a motion for refer-
ence to the Select Committee, that this
Bill should be passed as early as possible.
We are now in a stage of suspense and
there is great confusion prevailing in the
entire industry. Although as far as the
public are concerned it is more or less
now definite that the Government is bent
upon nationalising the entire industry,
how it is going to be worked, which all
interests will be affected and in which
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fashion, these are things which are still
indefinite and unsettled so much so, as [
said, it is absolutely necessary that this
Bill should be placed in the statute-book
at the earliest possible occasion.

At the same time I wish to state that
it is necessary that the Select Committee
should give opportunities to representa-
tives of every interest that is affected, the
management, shareholders, policyholders,
employees, field staff, to put forward its
point of view before the Select Com-
mittee. I gather from the personnel of
the Select Committee that it represents
every shade of opinion that was voiced
in this House and 1 think al-
most all the Members of the Select Com-
mittee had something to say when the
previous Bill was discussed. In selecting
the names of Members to constitute the
Select Committee the Finance Minister,
or whoever that may be, I think, has
also been influenced by the opinions ex-
pressed by these Members in this House.

An Hon. Member: It is a packed com-
mittee.

Shri A. M. Thomas: The advantages
or disadvantages of nationalisation are
more or less of academic importance
now. Ever since the Government has
promulgated the Ordinance a lot of
literature has been circulated stating the
disadvantages of nationalisation and that
the industry has not been dealt properly.
There have been charges and
counter-charges. There have been
charges from the of the
Government that the industry was
not playing its part properly and that it
was necessary to nationalise it in the
interest of the country. Counter-charges
have been levelled by the private sector
to the effect that the charges that have
been levelled against by the Finance
Minister relate only to a very small per-
centage of the persons or management
that is engaged in this industry and by
and large the industry has done well. It
also blames the Government that the in-
dustry if at all it has not played its
part the department of the Government
which was dealing with this insurance
business has been at fault because there
has not been proper supervision, proper
enforcement of the provisions of the
1950 Act as amended by the 1955 Act.
There is a lot of force in these charges
and counter-charges, but as I submiited
before, they are all of academic import-
ance and we should not waste our
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[Shri A. M. Thomas]
energies in now urging the advantages
of nationalisation or the disadvantages
of nationalisation. )

As stated in the Bill itself, in narrating
the functions of the Corporation, the ob-
ject of this Bill is to secure that life in-
surance business is developed to the best
advantage possible. 1 appeal; through
you, Sir, to the entire industry that it
must now devote its attention to the
task of helping the government in
developing the industry to the best ad-
vantage possible.

It has been stated that a portion of life
insurance should be left to the private
sector. The Finance Minister had urged
his arguments against that stand taken
up. It has been stated that it ought to
have been provided in the Bill itself that
it would enable half a dozen well-manag-
ed companies to function in the field of
life insurance. I ask, in that case what
is there to nationalise? If the well-
managed life insurance companies are
left in the private sector then there is
nothing worth the name to nationalise.
If they are the companies to be
nationalised and the  mismanaged
companies are to be left in the private
sector then that will clearly lead to in-
justice and it will be a positive disservice
to the society as a whole.

It has been stated that no other coun-
try has resorted to full-scale nationalisa-
tion except the small country of Costa
Rica, and that even in France where na-
tionalisation has been attempted the pri-
vate sector has also been given the option

- to deal in life insurance. But, we have to
take into consideration besides the argu-
ments that have been advanced by the
hon. Finance Minister, the objective that
we have placed before us in framing the
Second Five Year Plan, namely, the
progressive reduction of concentration of
income, wealth and economic power. If
at all we nationalise we should na-
tionalise the entire sector and that is the
only possible way by which we will be
able to be in a position to find funds
for financing the Plan and fulfilling
several other objectives.

One other point I wish to state before
1 proceed further—and that was also ad-
vocated by me while I spoke on the
President’s Address—and that is, the
Government ought not to have closed the
doors with regard to nationalisation of
general insurance. I also invited the at-
tention of the Government at that
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the motor insurance section. As
you know, motor insurance is a sort
of compulsory insurance. In this case
there is no competitive spirit coming in
or other personal considerations for tak-
ing an insurance policy. I fail to under-
stand why the Government has not taken
upon itself the task of nationalising the
motor insurance at least.

Mr. Chairman: But, now we are deal-
ing with life insurance.

Shri A. M. Thomas: I agree it is only
with regard to life insurance. I just want-
ed to invite the attention of the Govern-
ment to that particular item of general
insurance.

There is another matter to which
the hon. Finance Minister referred in
passing, namely, State insurance run by
two States, Mysore and Travancore-
Cochin. According to the provisions con-
tained in this Bill, clause 25 says:

“Except to the extent otherwise
expressly provided in this Act, on
and from the appointed day the
Corporation shall have the exclu-
sive privilege of carrying on life in-
surance business in India.”

The exception is contained in clause
35 which relates only to postal life in-
surance, a business which is being volun-
tarily wound up and any insurer to whom
the Insurance Act does not apply by
reason of the provisions contained in
section 2E thereof. Although the Finance
Minister was not definite in his reply
when that question was raised at the time
of his speech, from the pro-
visions of this Bill, it is seen
that the Corporation alone would have
the sole monopoly of running life
insurance. So much so, the business run
by the State Governments of Mysore and
Travancore-Cochin will also.come within
the purview of this Corporation. I urge
that this question may be considered in
the Select Committee, especially in view
of the fact that so many members have
pleaded that at least a portion
may be left in the private sector. This
is not private sector. The State
Governments are running this busi-
ness. 1 submit that it is desir-
able to examine the working of these
State Insurance departments also side by
side with the working of the Corporation
and on the future date a decision may be
taken whether they should also be
brought within the ambit of this Cor-
poration that is being constituted under
this Bill. All the same, I would submit
that, although they are left untouched by
any amendment that may be made by
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the Select Committee or by the Bill
as finally passed by this House, the gene-
ral lines on which those concerns will
work should be the lines adopted by the
Corporation constituted under this Bill.
The conditions on which policies should
be taken out, the conditions under which
the employees should serve, all these
things should be on the general lines
adopted by this Corporation. I urge that
this should be very seriously considered
and the opinion of the Mysore and
Travancore-Cochin State Governments
should also be obtained. I may also sub-
mit that if these concerns are also
brought within the purview of this Cor-
poration, the funds that would be avail-
able and that are now being utilised by
these two States for development work
may not be available to them. This as-
pect also may be borne in mind by the
Government and by the Select Com-
mittee in finalising this Bill.

It has been stated that nationalisation
is being resorted to mainly for the pur-
pose of finding out funds for financing
the Second Five Year Plan. To this the
private sector has taken a legitimate ob-
jection, nmamely, having regard to the
statutory provisions now existing, a
major portion of the life funds is avail-
able to the Government for various deve-
lopment works. The justification for na-
tionalisation cannot rest on this ground
alone. But, I submit that the justification
for the Government taking up this life
insurance business is also to rest on the
claim that has been made by the Finance
Minister when he was replying to the
discussion on ‘the previous Bill. The Fin-
ance Minister referred to the claim of
private enterprise that it was confident
of increasing the total life business in
force from a little over Rs. 1200 crores
to Rs. 8000 crores and the per capita
insurance from Rs. 25 to Rs. 200 during
the next 10 years. Then, he said that the
natiomalised life insurance would be able
not only to achieve this target, but ex-
ceed it. If the undertaking that has been
given by the Finance Minister is fulfilled,
then it will be something to the credit
of the Corporation that is being set up.
It is but natural that the public enter-
tains misgivings having regard to experi-
ence in the case of some other national-
ised undertakings. When the Airlines
Corporation Bill was being discussed in
this House, the hon. Minister of Com-
munications stated that the airlines
working in India are working at a loss,
that the Government has to subsi-
dise these undertakings to ‘a consi-
derable extent and by nationalisa-

: #—26 Lok Sabha.
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tion, the idea of the Government
is to minimise the losses - and within
a short period to run the lines on a pro-
fit. But, the experience of the working
of the Corporation indicates that the
Ministry of Communications is not even
now in a position to say when it will be
able to do away with losses and when
this undertaking will be able to run on
profit. So that, what the hon. Finance
Minister said on a former occasion
should not turn out to be a boast latter
on. It should be taken very seriously
and the Government must see that that
undertaking is fulfilled. Only if the
business is expanded and only if the
promise made by the Finance Minister
is fulfilled, there is scope for the
availability of funds for financing the
Second Five Year Plan. As circum-

/ stances are at present a major portion

of the funds is even now available to
the Government. Only if the business is
expanded, one of the objectives with
which we have resorted to nationalisa- '
tion will be fulfilled.

Shri C. D. Deshmukh: May I ask the
hon. Member what exactly is the cfi-
terion he would put bef.re us ? That is
to say, business expanding at least at the
same rate at which it has in the past
years been expanding.

Shri A. M. Thomas:
more.

Shri C. D. Deshmukh: A little more:
not less. What I mean to say is that al-
though we hope we shall be able to ex-
pand the business, as I stated, that also
is based on an assumption made by the
private sector. It is not anything that is
proved.

Shri A. M. Thomas: One of the rea-
sons that has been urged is that insur-
ance is now taken only to a_very small
percentage of the population, The idea of
the Government in nationalising this in-
dustry is to take it to the village level
Naturally, the progress of the.industry
should not be on the lines that we have
found hitherto. But, it should be on a
larger scale as has been stated by the
Finance Minister. The Finance Ministry
should be in a position to say that the
targets mentioned by the private sector
have been exceeded. Then only we will
have funds. Otherwise, there is little
justification apart from -other circum-
stances, such as doing away with con-
centration of economic power, etc. Un-
less the business is expanded, it may .not
be possible to mobilise the savings and
secure funds for our various schemes
under the Second Five Year Plan,

It should be
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[Shri A. M. Thomas]

I may also state that many people are
likely to be thrown out of employment
by this nationalisation. We know that
the problem of unemployment is a very
serious one. Not a day passes in thi
House with a reference being made to
the problem of unemployment, especial-
ly, educated unemployment. We all know
that one last resort of an educated man
pnow is, if he does not find any other
source of livelihood, to take up an gency
business under an insurance company.
There are so many agents, educated peo-
ple, M.As, B.Ais, employed in this
work. I think most of them will be
thrown out of ‘employment. Security is
given under the provisions of this Bill
only to the permanent employees of the
various insurance companies.

Shri Shree Narayan Das: Are they
whole time workers ?

Shri A. M. Thomas: Yes, many
among them. It has to be borne in mind
that the nationalisation of this industry
will lead to very serious problems in the
matter of dealing with questions of re-
trenchment and employment. Several
people will be thrown out of employ-
ment. 1 know of instances in which
notices have gone to several people who
have been eking out their livelihood by
doing agency business in insurance. They
will all be thrown out. So that what I
submit is this, that unless the business
is expanded to a scale as to absorb all
these people who are engaged in the
insurance business, especially the field
staff, and also Government is enabled
to find employment for several other
educated people who will be coming up,
there will be little justification for the
Government resorting to this nationalisa-
tion.

1 may also in this connection mention
that in France where a portion of life
insurance business has been nationalised,
a National Insurance School has been
created. From the literature that has
been supplied by the Parliament Secre-
tariat I find:

“The National Insurance School,
which has been created by the Na-
tional Insurance Council in co-
operation with most of the represen-
tative trade union organisations con-
cerned in insurance, has the duty
of training technicians and
insurance agents.”

=y suggest that one of the tasks of the
Corporation that will be constituted un-
der this Bill will have to be the running
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of a National Insurance School which
will train the personnel that will take up
the task of this insurance business.

The hon. Finance Minister asked me
what should be the scale of business
which would justify the taking over of
this business by the Government. I then
stated the instance of the Air Corpora-
tion. Some other Members, especially
Members who are against nationalisation,
have brought the instance of the Postal
Insurance Department. They have point-
ed out that although the Government is
responsible for its working on proper
lines, and although it is limited to a
particular section of the public, namely
Government employees, it has not been
in a position to justify its existence till
this time. I would also like to quote
from the speech of Shri A. D. Shroff
made at Bombay recently which has been
circulated to almost all the Members, I
believe:

“I just want to quote the experi-
ence of the Empire Life Assurance
Company which has been working
under a Government Administrator
since 1951. In 1951, the new Life
business of the Empire was Rs. 3
crores. In 1954, it rose to Rs. 3-84
crores. In comparison for the same
years Oriental business grew from
Rs. 23 to Rs. 47:5 crores; New
India from Rs. 16°6 crores to
Rs. 434 crores; Hindusthan from
Rs. 16 crores to Rs. 30 crores, and
National from Rs. 96 to
Rs. 18 crores.”

He has also pointed out another thing,
namely the experience of France. In
France, as everybody knows, it is only
a portion of the life insurance business
that has been nationalised, and it is said
that although very good companies have
been taken over by the Government,
compared with the progress of business
in the private sector, it has not been pos-
sible for the Government in France
to keep pace. That is also an indicator
which should keep the Government on
its guard.

One complaint I have to urge is that
the Bill appears to give only a skeleton
of the scheme of organisation that the
Government has in view. As has been
stated by several Members who have
spoken before me, there is no knowing
how the Corporation is going to be
constituted except the fact that it will
consist of 15 members. We do not know
from this Bill how it is going to be
constituted, the interests which will be
represented and whether it will be only
an extension of the Finance Ministry,
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There can be misgivings on that score,
and unless the House is in
a position to know what exactly
would be the constitution  of
this Corporation, it would not natural-
ly be in a position to suggest ways
and means of improving the constitution.
With regard to the constitution of the
zonal boards also, details have not been
given as to how they will be constituted.
I may also state that the scheme of the
1950 Act may also not be lost sight of
when we constitute this Corporation. Ac-
cording to the 1950 Act it has been pos-
sible to have a statutorily recognised as-
sociation of insurers. known as the In-
surance Association of India. The Asso-
ciation functions through two Councils,
the Life Insurance Council and the
General Insurance Council, each Council
having an executive committee. The
functions of the Executive Committee in-
clude the furnishing of advice to the
Controller of Insurance as to the limits
by which actual expenses incurred by
an insurer may exceed the limits pres-
cribed in the Act and other matters. The
House would like to know whether the
representatioa that is being followed in
the constitution of these Councils con-
templated under the 1950 Act will also
be taken into consideration in constitut-
ing this Corporation.

On a previous occasion when a ques-
tion was put to the Works, Housing and
Supply Minister it was stated that the
question of allotment of funds to the
housing scheme has been kept in abey-
ance owing to the nationalisation of
life insurance. 1 would like to suggest
that out of the funds available by this
nationalisation, a definite quota may be
set apart to desirable development ex-
penditure such as housing, slum clear-
ance etc. In clause 38 of the Bill it
has been stated:

“(2) In particular, and without
prejudice to the generality of the
foregoing power, such rules may
provide for all or any of the follow-
ing matters, namely:—

(b) the manner in which and
the conditions subject to which
investments may be made by the
Corporation ;"

1 submit certain definite lines of in-
vestment may be indicated in the Bill
itself. The Select Committee may take
that also into consideration and the seve-
ral other things I have mentioned.

There are many other points, but
since there is no time I do not want Yo
touch them. I welcome this Bill and 1
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hope that the Government would be in
a position to fulfil the high hopes that
have been raised in the public by the
step that it has taken.

Shri Shree Narayam Das: 1 whole-
heartedly support the present measure,
and I think this measure has the support
of an overwhelming majority of the
people living in India. But there are
persons of two categories who do not
relish this idea. The first are those who
have been affected, although they have
done a great social service as pioneers
and done the spade-work in the field of
insurance. They are naturally affected
and they think that the Corporation
which will take over this business will
not be able to do justice to this work,
as they generally think that the State-
managed businesses have not so far
shown satisfactory results. But there is
another category of persons who believe
in nationalisation, but also do not believe
in the capacity of the Government or
the Corporation that will be incorporat-
ed. They think the Corporation has get
no experience of such work and as
such it will learn by committing mistakes
and it may fail to carry out the objects.
But this step, I think, is in implementa-
tion of one of the directive principles of
State policy. This is an economic power.
So long the private sector has been in
possession of this economic power. They
have been taking the savings from indi-
vidual in the country and they have been
utilising it for their own benefit also. I
think the Finance Minister has done well,
and Government have done well, by
bringing forward this measure with the
three main objects that have been enu-
merated in the State of Objects and
Reasons. The first of these objects is
‘to ensure absolute security to the policy-
holder in the matter of his life insurance
protection’. I think this is the most im-
portant thing. Life insurance business is
not like other business where the motive
is to make profits. Life insurance is a
sort of social service machinery, and it
is therefore but proper that this organisa-
tion for social service should be in the
hands of the comsaunity, although there
is at present some difference of opinion
on this point because it is feared that
nationalisation may lead to department-
alisation or bureaucratisation of the
whole thing. I do not think there is much
difference on the issue of nationalisation
as such, but as the Government machi-
nery is constituted at present, we also
sometimes doubt whether such measures
as this will really conduce to the benefit
of the individuals in the society, and.
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whether it will be usefully and efficiently
administered by the Government depart-
ment or even by the corporation.

We are told that the corporution is
going to consist of not more than fifteen
members. But there is nothing in the Bill
which says what their qualifications will
be. We do not know the qualifications
for becoming a member of this corpora-
tion, or the disqualifications that will
stand in the way of a person from be-
coming a member. In other measures,
we have laid down some qualifications as
well as disqualifications, but in this mea-
sure, the position has not been made
very clear.

"Here also, it has been laid down that
the person who is to become a member
of the corporatiorr should have no finan-
cial or other interest in insurance com-
panies. If a person has any such interest,
then he will not be eligible to become
a member of the corporation. That is
there already, and in fact, that should
be there. Every time Government will
have to be on the look out to see
whether the members of the corporation
have got any personal interest in any
business of the kind that this corpora-
tion may undertake. That is a healthy
provision in the Bill.

Apart from that, there is no other
provision in the Bill to show who will
be qualified to become members, whom
Government will nominate on this cor-
poration and so on. There is a doubt that
such officers as have been working in
the administrative machinery will be im-
planted from that place to this place,
and that they will be in charge of the
corporation. But I feel that bureaucratic
ways, in such a work as this, are not
going to prove helpful. In this House
mso, there are some hon. Members who
bave given expression to such doubts,
although they are in favour of nationali-
sation and they want that gradually all
the economic sectors in the country
should come under the control of Gov-
ernment. Yet, looking to the administra-
tive machinery, we feel, and some of the
Members who are against this measure
also have pointed out, that departmen-
talisation or bureaucratisation of business
will not be able to ensure the successful
working of the corporation. As Mr. A.
D. Shroff has pointed out in his
speech—I am sure the Finance Minister
must have read this sentence also.

. “Flexibility of management and
its adaptability to supply a tailor-
made service to suit the needs of the
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individuals, supported by a business
like administrative organisation to
cope up with the day to day ser-
vice required, and prompt settle-
ment of claims are the essential
prerequisites for running success-
fully a life business—factors which
are yet to be discovered in any gov-
ernmental organisation.”

Then, Mr. A. D. Shroff goes on to
point out other matters. But I only want
to stress this particular point, and say
that at present there is a doubt in the
mind of the people that the governmental
machinery or the corporation will not
possess these qualities, and therefore
business will su%fer thereby.

Shri C. D. Deshmukh: Any construc-
tive suggestions ?.

Shri Shree Narayan Das: I shall make
some constructive suggestions presently.

At this time when the insurance busi-
ness is going to be taken over by Gov-
ernment, we must be grateful to those
who did pioneering and spade-work in
the insurance field, and who have been
able to build up an organisation which
the State now thinks should be under its
control for doing service to the people
in general

There is one point which I would like
to stress here. Some of those who are
not in favour of nationalisation have said
that it would have been better if Govern-
ment had participated in the insurance
business along with the private sector,
because then there would have been
some competition, and as a result of it
one would have been encouraged to do
more work. If the business had been al-
lowed to be carried by the private sector
on one side and by Government on the
other, then there would have been some
check on Government with regard to
some of the important things that the
igsel.l‘jx'ance companies in our country de-
sired.

But as it is I do not know what will
be the new criteria to judge whether
the cost of insurance is high or low. So
long as there is competition, one can
compare the business of one company
with that of another. But here since there
is going to be a monopoly, there is no
yard-stick with which to compare .

"Shri C. D. Deshmukh: The percent-
age of expenditure is there.

Shri Shee Narayan Das: But that can-~
not be compared with the expenditure of
an -independent concern in our country,
As it is, we could perhaps compare our
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expenditure with that incurred by com-
panies in other countries. But in our own
country, there is nothing with which to
compare the cost of insurance. After all,
it is a relative thing. I am not an expert
in insurance; I believe the actuaries may
be able to do some comparison.

Shri C. D. Deskmukh: If the percent-
age of expenditure goes down to 20 per
cent, then could we not say that we have
done? better than when it was 25 per
cent

Shri Shree Narayan Das: But then
you will have your own achievements to
compare with. In the beginning, you may
also say that because you are organising
business for the first time and you have
entered into a new venture, therefore,
you could not decrease the expenditure,
and so on. That sort of things can be
said on behalf of Government.

Shri C. D. Deshmukh: The hon. Mem-
ber must have patience.

Shri Shree Narayan Das:
of things can be said.

That sort

1 am for nationalisation. At the same
time I feel that if for some time at
least, in order to give satisfaction to the
private sector, Government had partici-
pated in this business instead of having
a monopoly over it, that would have
been a better thing for every now and
then we are seeing that there is a
struggle going on between two classes of
people, one class of people being in fav-
our of nationalisation fully and tho-
roughly, and the other class of people
consisting of those who are engaged in
the private sector and who attack Gov-
ernment saying that if Government have
a monopoly over the business, then there
will be no yard-stick with which to
compare, and everything will be fixed by
Government in an arbitrary manner. Al-
though 1 am for nationalisation, I am of
the opinion that if for some time at least
the business had been carried on by
Government side by side with the pri-
vate sector, then the private sector,” may
have been silenced. That is my point.

As I said earlier, this corporation is’
going to consist of fifteen members, and:
there is also going to be an
executive committee of five members.
But I do not know how these
fifteen members will be selected, what in-
terests they will represent, whether they
will all be government servants or non-
officials and so on. No indication has
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been given in that regard. It all depends
on Government. I think the Finance
Minister will clarify what he has in mind
in regard to the constitution of the cor-
porauon, and the kind of persons who
will be nominated to the corporation. .

I would like to suggest it for the con-
sideration of the Minister that the cor-
poration should consist also of the repre-
sentatives of policyholders and field-wor-
kers, for from the reports that I have
read, and the booklet that has been cir-
culated to us by the Lok Sabha Secre-
tariat, I find that sometimes nationalisa-
tion side by side with democratisation is
good. I would therefore like very much
that from the very inception, the field-
workers and policyholders should be as-
sociated with this corporation, for that
will create more confidence in the corpo-
ration than if the corporation were. to
consist only of some government offi-
cials nominated in that behalf.

My hon. friend Shri A. M. Thomas
had pointed out that one of the functions
of this corporation should be to train
workers. Although this business has been
progressing under private management,
but it had not spread intensively to
rural areas. Now that it is being
nationalized and as one of the objects
of this nationalised business is the
spreading of insurance in the rural
areas, it is going to be a great
task. In a country like India,
four zonal offices with a central office
will, I think, be of no avail. Although"
it is good that in the beginning only
some offices—zonal offices—are going to
be set up, in order to carry out this
high object of the Bill, namely, the
spread of insurance in the rural areas,
the number of offices should be increased
gradually. As Pandit Thakur Das Bhar-
gava has suggested, it is also the duty
of the Government to see that crop in-
surance and cattle insurance business
is also taken up by this Corporation
at an early date. That is a very great
object, which will be to the interest of
the peasants living in India. I would also
suggest that it should be one of the
functions of this Corporation to start
schools for the training of field workers
and other categories of staff, as is being
done for the co-operative movement in
the country, so that there is a sufficient
number of staff—technicians and
agents—to man the service, as has been
suggested by Shri A. M. Thomas.

It is heartening to note that nationali~
sation is going to give greater security
to ‘the policyholders. But I would like
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to make a suggestion in regard to mat-
ters of claim. In the private sector also,
when the question of claims arose, there
was much difficulty experienced by
policyholders. Even now, I cannot say
what will be the position in future, al-
though Government are going to give
greater security. But I think it will be
better if any dispute in regard to pay-
ment of claims is also referred to a tri-
bunal to be settled, as the present Con-
troller of Insurance is a part and parcel
of Government. So if there is a dispute
which is not amicably settled between
the Corporation and the policyholders, it
should be referred to an independent tri-
bunal to be decided upon.

In clause 18, it has been stated that
this Corporation will be guided by the
directions of the Central Government. I
do not oppose this provision. It is neces-
sary. But it should be borne in mind
that these directions should not lead to
unnecessary interference by Government
in the management of the business.
Therefore, there should be safeguards
provided to the effect that only in policy
matters guidance will be given and there
will be no interference.

With regard to the head office, it has
been said that Government have not
been able to come to any decision with
regard to its location, and therefore, it
has been provided that the loca-
tion of the head office should be as
decided by Government. I do not know
why a provision to this effect is not
being incorporated in this—whether
there has been no decision or Govern-
ment want to take time to decide. As
everything is located in Delhi, this also
may be located here. But I would sug-
gest that the head office should be locat-
ed in some central place, away from
the bureaucratic atmosphere of the capi-
tal, because this is a social matter con-
cerning ‘social benefit. So it should be
away from bureaucratic atmosphere and
should be located in some central place
;vhere it can flourish on a truly business
ine.

With regard to clause 22, there is
provision for audit of the affairs and
accounts of the Corporation.

T would like to suggest for the consi-
deration of the hon. Finance Minister
that as in other Corporations, the ap-
pointment of auditors should be done
in consultation with the Comptroller
and Auditor-General of India. Here also
we are gc:i;f to invest Rs. 5 crores
and there will be great savings that will
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come to the Corporation; and so, I
think it will be better in appointing the
auditors that consultation is had with
the Government and the Comptroller
and Auditor-General of India. He
should be, in some way or other, asso-
ciated with this, -

I would like to suggest that the regu-
lations also should be laid on the Table
of the House as the rules are to be laid
on the Table of the House. If necessary,
as in the case of other Bills, these rules
and regulations should come into opera-
tion after they are laid on the Table of
the House and with modifications as
made by the Parliament, if any.

I would also suggest that the Annual
Report which should be submitted to
Government should be laid on the Table
of the House for the consideration of
the Members within six months of the
closing of each year.

A great number of employees are
going to be affected and, as the hon. Fin--
ance Minister has said, all the full time
employees are to be retained by
the Corporation. But those field workers
who are doing service in the rural areas
and who have got some experience
should not also be discharged and all
efforts should be made that in the ex-
pansion of the business throughout the
length and breadth of the country all
these honest field workers are retained
and they should be engaged and en-
couraged and I think they would be able
to do good work in this regard.

As 1 have no time, I end by saying
that I whole-heartedly support the Bill
and I think this great measure will lead
to the nationalisation of other important
economic business also.
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“The Central Government may,
by notification in the Official
Gazette, direct that all or any of
the provisions contained in the In-
surance Act shall apply to the Cor-
poration subject to such conditions
or modifications as may be specified
in the notification; but save as
aforesaid nothing contained in
that Act shall apply to the Cor-
poration.”
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Shri C. R. Iyyunni: There are three
objects mentioned in the Statement of
Objects and Reasons of the Bill. I have
no complaint with regard to the first and
third objects, but with regard to the
second object I have certain doubts. It
is said that it should be possible for in-
surance to be spread out even to the
rural areas. As a matter of fact, my
experience has been that the insurance
agent is a nuisance to the ordinary man.
The insurance agent goes to a party so
that he might take a policy. It is only
after he goes half a dozen times that
the person is inclined to say: “Yes, I
will try. Let me think it over” and so on.
Now, the Government is going to take
it over and we expect that it will be a
vertiable channel of service and con-
venience to us, but as a matter of fact
we find that when Government takes up

anything it is not able to exercise con-
trol over its employees to see that the

- employees behave properly and decently
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towards people. That is my experience,
and if that be the experience of the peo-
ple in the country, I am perfectly certain
that it will not be possible for the Gov-
ernment to fulfil the object that is men-
tioned here in the Statement of Objects
and Reasons.

1 do not know whether the system
that is being followed by insurance com-
panies of employing agents on a salary
plus commission basis will be continued.
Unless commission is given to the em-
ployees of the Insurance department. I
am sure the work will certainly diminish.
It is true that the policyholder can de-
pend on it that he will get his money
under the new conditions, but even then
there is a difficulty. In the case of certain
insurance companies what you find is
that some times it is very difficult for
the survivors to get the money in the
case of a person passing away. If it is
with the Government, then if the Gov-
ernment employees are rather, what
shall I say, not sufficiently compassion-
ate, every policyholder probably in cer-
tain areas will have to go to a court of
law to get his money. It is true that the
money is safe, secure. I am making
these observations with a view to see
that the employees under the Govern-
ment know what they have to do. If
it is a question of compulsory
insurance, the matter is very simple.
The Government has got the monopoly,
people have to go to them, but in the
case of life insurance the matter is
entirely different. So, what I submit is
the employees must be given that kind
of training which  will enable
them to approach parties in a decent
manner and get their lives insured.
If that procedure is not
ed by the department, 1 have
no doubt that though in the first flush of
enthusiasm for nationalisation people
may take a few policies, after some time
that will not be the position. That is what
I wish to say.

Another thing that I wish to bring to
the notice of the House is that there is
one provision here which appears to be
not quite reasonable or justifiable, and
that is clause 10. So far as my State,
namely, Travancore-Cochin, is concern-
ed, it is running an insurance business at
present, and it is employing some per-
sons. But it is not known whether they
will also be governed by the provisions

of clause 10, which say that government .

empioyees will not be treated on a par
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with the employees of other insurance
companies. The proviso to clause 10(1)
reads:

.. “Provided that nothing contained
in this sub-section shall apply to
any employee of the Government

1 do not know the definition of the
word ‘Government’. I do not know whe-
ther it will include also the Travancore-
Cochin Government: I believe it applies
to that Government also. But I do not
know whether I am correct. I would like
to be enlightened on the matter.

I would also like to know why a dis-
tinction has been made between the em-
ployees of the private insurers and the
employees of the State insurance busi-
ness. 1 hope the Finance Minister will
explain this point also.

My next point is in regard to sub-
clause (2) of clause 10, under which
for purposes of rationalisation of pay-
scales, the pay that is enjoyed by an
employee can be cut down or reduced.
If the employee is not agreeable to that,
then he may be discharged by being paid
three months’ remuneration. To me this
appears to be not quite proper. I would
suggest that there should be a graded
scale depending upon the number -of
years of service that the man has put in;
that is to say, for five years of service,
it may be three months’ remuneration, for
ten years of service, it may be six
months’ remuneration, for fifteen years’
service it may be nine months’ re-
muneration and so on. Otherwise, this
provision will result in hardship to the
poorer employees in the lower rung of
the service.

The object of this provision is very
clear; in the case of certain companies,
it is just possible that the sons or sons-
in-law of the managing director or some-
body like him in the management may
be paid a very big sum. It is with a
view to bring those people to their
proper senses that this sorters provision
is made. I.perfectly understand that.
But what I submit is that if it is to
apply to the other people also in the
name of rationalisation, then that would
not be quite right.

We find that the word ‘wholetime em-
ployee’ has been used in this Bill. The
final authority to decide whether a per-
son is a full-time employee or not is the
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Central Government. What I would sub-
mit is that that power may be given to a
tribunal. There is also the phrase occur-
ring here:

“and who was employed by the
insurer wholly or mainly in con-

That is also a matter which should
be left to be decided not by the Central
Government who will probably be a
party to the matter, but by a tribunal.

There is going to be a corporation
consisting of a managing director, and
there is also going to be an
executive committee of five persons,
consisting of fifteen members, and
another gentleman to be known as the
zonal manager and so on. What exactly
is the difference between these com-
mittees and officers ? There is no provi-
sion in the Bill to indicate what their
functions and powers are. We do not
know from among whom these persons
will be chosen and so on. We have
absolutely no idea about it. Probably,
the Finance Minister wanted that there
should be no difficulty with regard to
this matter, and that is why he has
barely stated that the corporation will
consist of fifteen members. Pro-
bably he thought that otherwise there
would be a Iqt of trouble with regard
to that matter that a man must be
chosen from such and such group, an-
other man must be chosen from such
and such interest and so on. That can
be easily avoided by merely making a
statement that the Corporation will con-
sist of 15 members.

From the experience that I had of in-
surance run by the Travancore-Cochin, I
can say that there is a lot of complaint.
Even when action takes place, it is very
difficult to get the money. A kind of
bureaucratic system is followed every-
where. That is the trouble. When a busi-
ness is conducted by Government, some-
how or other the officers of the Govern-
ment or the employees under them think
that they can do things as they like, that
it is not necessary for them to show any
sort of decent bchaviour towards others
and things of that kind. There is a lot
of complaint with regard to that matter.
My suggestion is that as far as possible
when things that are being done in a
business-like way are taken over by Gov-
ernment, the Government must insist
upon the officers employed by them that
they will behave towards the public in a
manner which will be conducive to bet-
ter conduct and better feeling between
the parites.
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. Shri H. G. Vaishnav (Ambad): I also
join those of my friend who have sup-
ported this Bill wholeheartedly. As has
been stated, insurance premia are the
most important savings of the middle
class people. It is a fact that big persons
or capitalists who have ways and means
of investing their capital in other better
profiteering business, never invest money
in insurance. But the common man or
the middle class person having a limited
means of earning has no other course to
accumulate -his small savings than
through insurance. He saves money by
insurance with two objects. Firstly, he
thinks himself to be very safe by insuring
himself with the amount which he can
save so that he may get his due return
when his policy matures or when he be
comes old, when he gets something to
help his domestic economy in old age.
The second object in insuring his life—
which is the main thing—is to ensure
that in case of some accident or prema-
ture death there should be some financial
péovisiou so far as his family is concern-
ed.

Shri B. S. Murthy: That is the main
object.

Shri H. G. Vaishnav: 1 agree with
you; and when that is the main object
and he saves for that purpose, certainly,
his savings carry great importance in
our national economy, not only in
domestic economy but also in the
national economy of the country. The
money saved with this intention should
not be misused by the insurance com-
panies. But, to our surprise, we have seen
from the recent incidents as well as from
the specch of the hon. Finance Minister
that this intention of the common man has
been misused by various companies. The
common man trusts the companies when
he insures with a particular company,
having great confidence in that concern.
He has no means to know whether the
company which he has selected is sound
or not. Of course, there are scheduled
companies no doubt; but, at the same
time, there are other companies also
who show their prospects and try their
level best to convince a person that the
company is a very sound one. Under that
belief, a person invests whatever his
small savings may be and reposes com-
plete confidence in that company. But,
when it is known later on that his sav-
ings are not safe with such companies,
there is no other go for him but to
repent; and that repentance has no effect
at all. So, I congratulate Government
that the common man is saved because
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of the nationalisation of insurance busi-
ness, the common man and his savings
are greatly assured by this measure and
his small savings, which are of national
importance, will be used for the develop-
ment plans in the Second Five Ycar
Plan. In this way, this measure is very
important and it has been supported
not only by this House, but, I think,
from all quarters outside also.

While supporting this measure, I may
also mention some of the loopholes or
defects which, in my opinion the Select
Committee should take into consideration
when they consider this Bill. Firstly, I
may deal with clause 10; this clause is
concerned with the transfer of services
of existing employees of the insurance
companies to the Corporation. So far as
sub-clause (1) is concerned, it is very
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commendable and it will be appreciated,
no doubt, by all. Bu. whatever is given
in sub-clause (1) of this clause 10, ap-
pears to have been taken away by sub-
clause (2). The assurance that is given in
sub-clause (1) has been nullified by the
provisions of sub-clause (2) in_ which
it is said that the Corporation will con-
sider the interests of the various com-
panies and, if reduction is called for,
they may reduce some of the staff or
persons, taking the financial position of
that particular company into considera-
tion.

Mr. Speaker: The hon. Member may
continue his speech tomorrow.

The Lok Sabha then adjourned till
Half Past Ten of the Clock on Tuesday,
the 20th March, 1956.





