
3051 Life htsurancte 20 M ARCH 1956 OfTpcratkn Bill 3052

Mr. Speidier: That will be circulated 
and a copy will be sent to all hon. 
Members.

U F E  INSURANCE CORPORATION 
BILL

Shri H. G. Vaishnav (Ambad): I was 
dealing with clause 10 of the Bill and 
I  had shown in my yesterday’s spe^h 
that whatever assurances are being 
given in respect ot sub-clause (1) ap
pear to have been taken away by sub
clause (2) of clause 10. That is why 
there is fear in the minds of the emp
loyees everywhere as expressed in the 
various representations that they have 
made to the authorities concerned. Be
sides that the provision as regards 
employees will apply only to those 
employees who are whole-timers work
ing in the insurance companies. But 
apart from whole-timers, insurance com
panies engage various workers, agents, 
sub-agents and other persons who are 
not whole-timers who work on a remu
neration besis or on a commission basis. 
But no provision appears to have been 
made in this Bill in regard to those per
sons who are part-time workers or who 
work on agency or commission basis. 
My submission is that the Select Com
mittee should consider this aspect.

Now, I come to clause 4 regarding 
the formation of the corporation. Many 
hon. friends have expressed that clauso 
4 provides only for the formation of a 
Corporation consisting of fifteen mem
bers. It would have been better if some 
criteria could have been mentioned as 
regards this formation, the personnel of 
fifteen members. It is necessary 
that the interests especially of 
policy-holders as well as those of 
employees should be represented 
in the Corporation. As has been sug
gested by many hon. Members, I also 
think that there should be some propor
tion reserved for the representation of 
the interests of the policyholders as well 
as those of the employees. I think the 
Select Commitee will take this into con
sideration while discussing this clause.

Now, there is another clause—clause 
34. I submit that it is rather a very ar
bitrary clause, and I think our Consti
tution does not provide for such a 
thing as is mentioned in clause 34. 
Clause 34 reads thus :

‘The Central Goverument, may
by notification in the Official Gazet*
le, direct that all or any of the

provisions contained in the Insu
rance Act shall apply to the Cor
poration subject to such conditions 
or modifications as may be specifi
ed in the notification; but save as 
aforesaid nothing c o n t^ e d  in that 
Act shall apply to the Corpora
tion.*’

This provision says that application of 
the Insurance Act to the Corporation 
will wholly depend on the discretion of 
the Government. If the executive, 
through the notification, decides that 
some provisions of the Insurance Act 
or other statutory laws should be made 
applicable to the Corporation, then they 
would be applied. Otherwise, those pro
visions may not apply. What I submit 
is that this provision is against the 
Constitution. The Company Law and 
the Insurance Act are legislations which 
have been passed or have been enacted 
by this Parliament and it should not be 
left to the Corporation or the executive 
as to whether they should make the In
surance Act applicable to the Corpora
tion or not. It would be out of order 
if such a provision is laid down in the 
Bill. I think the legality of clause 34 
will be considered by the Select Com
mittee.

I now come to the other clauses 
which give the rule-making p>owers in 
regard to the Corporation. TTiey are 
clauses 9 (2), 38 (1) and 39 (1). It is 
provided in clause 38 (3) that all the 
rides framed under that clause, that is, 
clause 38 (1), will be laid before both 
Houses of Parliament.

But it is not provided in the Bill that 
the rules made under the other two 
clauses, clause 9 (2) and clause 39 (1) 
will be laid before both Houses of Par
liament. 1 think this is not good, be
cause clause 39(1) concerns the powers 
and functions of the Corporation, the 
method of recruitment of employees, 
etc. Similarly, the rules made under 
clause 9 (2) are not also to be placed 
before both Houses of Parliament, and 
those rules relate to the provisions as to 
composite insurers. I think there should 
be some provision whereby it could be 
seen that the rule-making powers may 
not be absolute, or, whereby it could 
be seen that the rule-making powers 
are not absolutely given to the Corpo
ration. Whatever the rules that are 
framed, it is essential that they should 
be placed before both Houses of Parlia
ment, and I hope the Select Committee 
would consider this aspect
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[Shri A. G. Vaishnav]
I then come to the general working 

of the Corporation, as it has been ap
prehended by some of my friends here. 
There is only one Corjwration which 
will deal with the whole insurance busi
ness on the life side, throughout the 
whole of India, i  think this is a mono
poly and that this monopoly will affect 
to a certain extent, the insurance busi
ness of the country. Business itself 
means that unless and until there is 
some competition the business will not 
progress. To improve business and to do 
business in the best way, some margin 
should be there for the private sector, 
to have competition with this Govern
ment Corporation, so that insurance 
business may increase and may improve 
in various ways through the competitive 
method. I think ihere is no provision 
to achieve this object. The whole life 
insurance business of this country is 
taken over by the Corporation and 
there is only one Corporation through
out the whole country. This one Corp<^ 
ration alone will be working for this 
business and 1 doubt whether one Cor
poration could control the business and 
how it could improve matters.

However, there are zonal systems and 
there are managers for the various areas 
appointed, but I think a business, and 
especially a business like that of insu
rance, will have to be spread more and 
more in the rural areas. This business 
in the rural areas especially was being 
done by the field workers of the com
panies, by their agents or some other 
workers, for propagating the cause of 
the particular company concerned. How 
will the services of such field workers 
be made available for the Corporation? 
After all, the Corporation has become 
a Government concern. The companies 
were able to get their agents, sub
agents, etc. who worked in the rural 
areas, though most of their work was 
limited to the cities. Now that this busi
ness is to be spread over to the villages 
and the rural areas, I doubt how far 
such business done by the field workers 
of companies will be available to the 
Corporation. If the field workers are 
not available, I think the persons sitting 
in the office of the Corporation or in 
the managers offices in the zonal estab
lishments will not be able to move in 
the rural areas. Thus, I doubt whether 
this business could spread over to the 
rural areas of this country. So, some 
provision will have to be made for the 
appointment of agents, who may not be 
whdle-timers but who may be appointed

to work for the Corporation on a com
mission basis or on an agency basis. 
When such a provision is made, it can 
be expected that many workers will 
come forward from various fields and 
areas, and they may be able to propa
gate the cause of insurance and get 
good business for the Corporation and 
make it a progressive concern. So, such 
a provision will have to be made in this 
Bill, in order that it will be a progres
sive concern, and the real aims and ob
jects of this Bill will then be achieved.

The main aim is to make small sav
ings, and such savings could be made 
only after persuasive measures are 
adopted, and unless such persuasive 
measures are adopted, I think people 
wai not be able to save as they are 
accustomed to do otherwise. If such a 
provision is made, the main purpose of 
this Bill will be achieved.

With all these apprehensions, I sup
port the Bill, I think the Select Com
mittee will take into consideration the 
viev/s I have expressed and hope that 
after proper amendments a suitable mea
sure will come before the House.

Shri N, C. Chatterjce (Hooghly): After 
the hon. Finance Minister made his 
broadcast speech on the 19th January 
last, I find that the businessmen in the 
insurance industry are making some 
candid statements which I heartily 
welcome. Mr. Shroff, who is the head 
of one of the biggest Insurance com
panies in India, delivered a speech in 
Bombay on the 8th February. He 
said :

“I must also take this opportu
nity of reiterating what I have said 
several times before that the Life 
Assurance Industry as a whole can
not absolve itself completely from 
its own responsibility m acknow
ledging the inherent weakness of 
the Industry and of putting its 
house in order in good time.”
I wish that the disinterested advice of 

men like Shri Shroff had been listened 
to and the industry had really put its 
own house in order.

At the same time there is some jus
tification for the criticism made against 
the hon. Finance Minister, Shri Desh- 
mukh, who is generally recognised as a 
person of very balanced views that he 
is trying to paint the entire insurance 
world as unscrupulous on the basis of 
malpractices perpetrated by some per
sons or by a few companies. It is not
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fair either for the Government or for 
this Parliament to forget the achieve
ments of the insurance industry in In
dia. At the same time, this Parliament 
should not overlook one important fact 
If the Finance Minister’s picture is not 
overdrawn, then he is really attempting 
to shift the responsibility of the insu
rance controlling department to the 
industry itself and thereby he is to some 
extent clouding his own administrative 
incompetence. He has failed to make 
it clear that the volume of funds involv
ed in malpractices was not so colossal 
and the Governmental machinery’s con
trol and inspection was also responsible 
for the unfortunate state of affairs and 
unless there was either abetment or con
nivance these malpractices would not 
possibly have taken place.

Certain figures have been supplied by 
very responsible persons and I would 
request the hon. Finance Minister to 
verify the same. As a dispassionate 
student or a person who takes no sides 
in this matter, I cannot but be impressed 
by the fact that the insurance business 
had a very satisfactory progress in 
India. In 1938 the total new life busi
ness underwritten in India was a little 
over Rs. 43 crores. In 1947, it rose 
to Rs. 114 crores. In 1954, it rose to 
Rs. 213 crores and though the final 
figures for 1955 are not yet available, 
it still registered a further increase in 
1955. The total life business in force 
for 1938 was Rs. 218 crores, for 1947 
Rs. 572 crores, for 1954 Rs. 1,025 
crores and it is estimated—you cannot 
get the actuals—that at the end of 1955 
it will reach Rs. 1,150 crores. These 
figures reflect credit on Indian business. 
One must remember that this achieve
ment was made in spite of strong compe
tition by foreign companies and our in
surance business had to struggle against 
formidable competition. It is also a 
fact that about ninety per cent of the 
new life business is being handled by 
the Indian companies. 85 per cent of 
the total life business in force in India 
stands on the books of the Indian com
panies, Parliament should not overlook 
these facts in approaching this important 
problem.

Since nationalisation of life insurance 
was announced, there has been a good 
deal of uncertainty and confusion, both 
among the workers and the insuring pub
lic. Even today that uncertainty con
tinues. As a matter of fact, I am told, 
in spite of what the Finance Minister 
has said, that there has been a check

in the regular flow of new business. He 
has given some figures. I do not con
trovert them but it is fairly well-known 
that during the interim period after his 
broadcast this has been the result real
ly of old proposals which were secured 
by the companies and their agents. 
VVTiatever new business has been under
written during this period—as stated by 
him in the Parliament— r̂eally means 
the completion of pending business of 
the last year. I will be very happy to 
know how far it is correct but that is 
what I am assured by many competent 
people on this subject.

The first point I want to make is 
whether the establishment of a single 
monolithic corporation for the whole 
country will be really suitable for the 
expansion of insurance business which 
is the most predominant purpose of na
tionalisation. Insurance business is a 
very highly complex one since the 
insurance cover has to be adapted to 
different types of risks as well as to the 
individual needs for potential policy
holders. Growtb of insurance business 
depends very much upon the provision 
of the right type of cover for different 
kinds of risks, and the capacity to bring 
within the scope of insurance a wide 
variety of risks, which at previous pe
riods were beyond the pale of insur
ance. For these purposes a highly flexi
ble organisation with a good deal of ini
tiative is needed.

In fact one of the most important 
arguments against rationalisation is that 
such an organisation would not be 
available if the State replaced a number 
of competing private firms or companies 
and creates a monopoly in its favour. I 
submit for the consideration of this 
House that the establishments of a single 
corporation would impair flexibility as 
also endanger competitive efficiency. In 
order to ensure the benefits of compe
tition even under State ownership, the 
suggestion has been made by competent 
people who had been actually working 
in this field that instead of setting up 
one single agency to take over life in
surance business throughout India, a 
number of corporations should be form
ed and sufficient autonomy should be 
given to each one of them so that in 
practice they would be able to compete 
with each oAer. It is only in this way 
that it would be possible to expand the 
business and—^what is more important— 
to ensure that the cost to the policy
holder is kept at the minimum. Other
wise, when you have got a gigantic
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State monopoly, all competition is weed
ed out and you never know whether 
you are really working satisfactorily.

The Bill provides that the corporation 
will have four zonal offices—one each 
at Bombay, Calcutta, Delhi and Mad
ras. The Central Government may es
tablish more but the Bill does not spe
cify the place where the Central office 
of the corporation will be situated. It is 
only stated—so far as I can find— t̂hat 
the corporation will consist of a body 
of not more than fifteen persons includ
ing a Chairman to be appointed by the 
Central Government and they will all 
be called members of the corporation. 
There is another clause which says that 
they may entrust the general superinten
dence and direction of the affairs to an 
executive committee of not more than 
five members. There is also provision 
for a wholetime officer to be called the 
managing director.

The form of management presented 
for the corporation is somewhat similar 
to those obtaining in the case of other 
corporations established by the Govern
ment of India. For instance, take the 
State Bank of India which was set up to 
take over the former Imperial Bank of 
India. It has a board of directors con
sisting of a chairman, vi«e-Chairman, 
two managing directors and certain 
number of director^:. But, it should be 
noted that there is no provision in the 
Bill— Î am requesting the Minister to 
make it—that in the management of the 
corporation, there should be men who 
have been running the life insurance 
business for a number of years. They 
should be associated with it. There 
should be some specific provision made 
in this respect. I am suggesting for the 
consideration of the hon. Finance Mi
nister that the talent and experience of 
these men should be utilised by the Cor
poration and the Bill itself should make 
provision that at least a certain number 
of members of the corporation and of 
the executive committee would be per
sons with experience in insurance busi
ness.

Now. with regard to zotial manage
ment. it is doubtful whether the estab
lishment of only four zonal offices 
would serve the purpose of really hav
ing an expansion of life insurance busi
ness. If you really want to expand into 
the rural areas and make a mass appeal 
it would be advisable to set up more 
zonal offices at other centres.

There is one clause—clause 18 of 
the Bill—which provides :

**In the discharge of its functions 
under this Act, the Corporation 
shall be guided by such directions 
in matters of policy involving public 
interest as the Central Government 
may give to it; and if any question 
arises whether a direction relates to 
a matter of policy involving public 
interest the decision of the Central 
Government thereon shall be final,”

Sir, I am very unhappy with this 
clause. This clause gives what Mr. Justice 
Cardozo has condemned. The ‘uncan
alised’ powers of the Central Govern
ment in its relation with the Corpora
tion would continue the unfortunate 
trend, which has already been establish
ed, of progressive governmental control 
which impairs the autonomy of so-called 
independent corporations functioning in 
the public sector. Therefore, I am sug
gesting that the power of the Central 
Government to give direction should 
be restricted to a few matters, e.g,, the 
pattern of investment or the disp<»al of 
surplus. If you retain clause 18 in this 
form I am afraid the Parliament would 
condemn this proposed Corporation to 
the status of a mere wing of the bur
eaucracy of a mere Governmental de
partment.

Now, there is another clause. Along 
with that you compare clause 6 (3) 
which says :

“In the discharge of any of its 
functions the Corporation shall act 
so far as may be on business prin
ciples,**
I do not know whether it will be 

merely treated as a platitude or whether 
it will be actually given effect to. But 
you know. Sir, the experience of various 
corporations set up under governmental 
auspices shows that although similar pro
vision had been made in their cases 
they do not pay sufficient regard to busi
ness principles in the day-to-day dis
charge of their functions. The ideas on 
financial control by Pariiament over na
tionalised undertakings have not yet 
crystallised in our country. You know, 
Sir, we had a very important discussion 
the other day in the symposium. Unfor
tunately, it is not effective. It often hap
pens that the Ministry in their enthu
siasm to exercise detailed vigilance over 
the affairs of such undertakings inter
fere too much with the day-to-day run
ning of the corporations. Sir, in spite of
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the Budget leakage and other things I 
have confidence in the Finance Minister. 
There is no leakage in the integrity of 
the people at the highest level. But the 
personnel of the various private limited 
companies in the public sector, such 
as the Sindry Fertilizer Factory, Indian 
Telephone Industries etc., is such that 
although in form these undertakings are 
autonomous units, in practice they are 
running more or less on the same lines 
as mere departmental undertakings. 
Business principles would dictate that 
the costs of production must be kept 
to the minimum consistent with t ^  
scale of operation. But we do not know 
how these principles would be achieved. 
Therefore I would like to have some 
indication in the statute itself that the 
Corporation will have the requisite deg
ree of autonomy. Otherwise it will te  
difficult in practice to ensure that it is 
meant really to run on commercial lines.

Now I want to say a few words with 
regard to employees. Clause 10 (1) of 
the Bill provides that every whole-time 
employee of the existing insurers will 
contmue to remain an employee of the 
Corporation. The remuneration and the 
terms and conditions of service will also 
remain the same until his employment 
in the Corporation is terminated or until 
his remuneration, terms and conditions 
are altered by the Corporation itself. 
But, if you look at clause 10 (2) I 
am afraid that has created a good deal 
of uneasiness. That provides that the 
Government may for the purpose of 
rationalising the pay scales of the emp
loyee^ or for the purpose of reducing 
the remuneration payable to them, alter 
the terms of service of these employees. 
There has been a good deal of criticism 
made and I am afraid there is some jus
tification because, you know, that may 
hit tho^ands of workers who have put 
in efficient and hard work for years in 
building up tfie respective companies.

The one main argument for nationali
sation has been that a large number 
of canvassers and agents were employ
ed in the business with the result that 
the cost of insurance to the policyhol
der was put up to a large extent. It is 
stated that with nationalisation this vast 
army of canvassers and agents would 
be reduced and the benefit of economy 
would be made available to the policy
holders. Now, I take it that the BM is 
intended to enable the Government to 
make retrenchment. At the same time 
it may affect and have a very deleterious 
effect on the entire business as a whole.

There is a vast unexplored field or life 
insurance in this country and it has got 
to be exploited by the newly set up 
Corporation. Therefore we should see 
that the trained canvassers, agents and 
field workers who have b ^ n  woildng 
for years are not thrown out and their 
services should be utilised.

I am told—the hon. Minister will 
know better—that some people have 
been given notices of termination of 
service because they could not keep 
up their quota during the interim period. 
TTiat is not fair because that may be 
due to lack of certainty and complete 
confusion caused by the sudden an
nouncement of the policy of nation
alisation. The inherent difficulties in 
organising insurance business in one of 
the poor and undeveloped countries of 
the world have got to be realised and 
we should try to help these poor people 
and not penalise them because they have 
not been able, during this difficult 
period when you are passing through a 
crisis, to complete their quota.

I have bee» reading the experience 
of some of tiie countries and I honestly 
feel that if the hon. Minister had ac
cepted the suggestion of having partial 
monopoly allowing nationalisation along 
with private sector to flourish side by 
side then it would have been better, and 
possibly it would have done greater ser
vice to the country.

Shri S. S. More: (Sholapur): What
is partial monopoly?

Shri N. C. Chatteijee: If you read
the history of France you wSl know. 
The British Labour Party was consider
ing it; that is weeding out the inefficient 
and unscrupulous and nationalising 
them and allowing good companies ta  
function. Those who have done good 
work and have a fairly good recoM to 
their credit should be allowed to func
tion. The British Labour Party consult^ 
ed some of the biggest men in British 
insurance and they submitted a report 
to the Labour Party Conference. There 
fiiey said :

“These considerations lead us to 
believe that nationalisation would 
convert a thriving organisation^ 
which is the ^eatest single factor 
in national thrift amongst the mas
ses in this country into a bureau
cratic institution, bereft of the sti
mulating effects of competition 
amongst companies and agents 
alike; an institution which would
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rapidly deteriorate and diminish, 
becoming first unprofitable to the 
policyholders^ and later, even a 
burden on the taxpayer.’*
I am quite sure the Finance Minis

ter does not want that. But we cannot 
possibly legislate on the basis of the 
capacity of the present incumbents of 
h i ^  offices. We must at the same time 
see that our Corporation does not de
generate into a mere bureaucratic ins
titution.

I wish we could ensure there will be 
the stimulating effect of competition. 
Otherwise it may be ultimately not pro
fitable to the policyholders and it may 
be a burden on the tax-payer because, 
after all the State is guaranteeing every 
single policy and, therefore, they will 
have to be paid in any event.

I have to say a few words with re
gard to comi^nsation. That is a very 
important point. 1 am not quite satis
fied with the very lucid explanation 
given by the hon. the Finance Minister. 
It seems that according to the scheme 
given in the First Schedule—it is ra
sher complicated, but I have tried to 
follow it— t̂he principles for determining 
compensation have been prescribed. In 
respect of the first class, compensation 
payable will be determined with refer
ence to the share of surplus allocated to 
the shareholder. Two methods have been 
provided and whichever is more advan
tageous to the insurer will prevail.

According to the first method tha 
compensation will be equal to twenty 
times the annual average of the share 
of the surplus allocated to the share
holders. But the explanation says that 
it must not be more than 5 per cent 
and not tess than 3 per cent of the sur
plus, which have been allocated to the 
shareholders at the two last actuarial 
investigations.

The second method provides for mul
tiplying the annual average— t̂hat is 
the principle—-of the share of the sur
plus allocated to the shareholders up 
to ten. Added to it will be the paid-up 
capital of the business less capitalized 
«xpenditure.

Now, in the case of one of the biggest 
companies—Oriental—it has been work
ed out. In the year of valuation, that is, 
1951, the surplus was Rs. 357-89 lakhs.

The fund allocated to share-holders
was Rs. 15*75 lakhs. The annual
average of share of surplus was

Rs. 5:25 lakhs. In the 1954 valua
tion the su^lus was Rs. 623*32 lakhs. 
The allocation to shareholders was 
Rs. 21*57 lakhs. In that year the average 
of share of surplus allocated to share
holders was Rs. 7*19 lakhs. So, if you 
total the 1951 average of Rs. 5*25 lakhs 
and the 1954 average of Rs. 7*19 lakhs, 
the total wUl be Rs. 12*44 lakhs and 
the average on the basis of which com
pensation would be paid, would be 
Rs. 6*22 lakhs. So, according to the first 
method the compensation will be 20 
times of Rs. 6*22 lakhs, that is, Rs. 
224:4 lakhs. But the paid-up capital 
continues to be constant, namely, Rs. 6 
lakhs. According to the second method, 
the compensation will be 10 times of 
Rs. 6*22 lakhs, that is, Rs. 62*2 lakhs 
plus paid-up capital of Rs. 6 lakhs, that 
is, Rs. 68*2 lakhs.

So I am pointing out that what the 
hon. the Finance Minister is doing is 
ooi fair and 1 am asking him and the 
Select Committee to consider whether 
it is fair to have the upper limit of 5 
per cent for determining the multipli- 
cant and whether the provision that the 
share of surplus will be calculated by 
taking into account the annual average 
of the surplus at the last two valuations 
should not be changed, I am submitting 
that is not fair because, as you know, 
ihe maximum of 7 i per cent for the 
shareholders is itself low as compared 
to other countries. It was first of all 10 
per cent so far as I remember. In 1950 
it was reduced to Ik  per cent. There
fore, the provision in the Bill that for 
purposes of calculating the compensa
tion payable to the insurance company 
only 5 per cent of the share of the sur
plus wiH be taken into account is not 
either in consonance with the Insurance 
Act or with the practice in other coun
tries. It may, in effect, penalise peo
ple who have been conducting business 
in a prudent and cautious manner. I 
submit, therefore, that this is not fair.

Also, it is not fair that you should 
make it on the basis of the date of the 
valuation earlier than the 1st of January 
1955. There are two reasons for my 
saying so. The period from 1945-51 
was an abnormd period on account of 
the partition of the country and also 
because of the changes in the economic 
and monetary policy of the Government 
of India. Secondly, it is only in the last 
two years or so that the insurance busi
ness has recovered from the disruptions 
which were caused in the immediate 
post-war period
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I have not the time to go into all 
the figures but I only want to tell you 
that in 1950 the increase of new life busi
ness was 2 per cent. In 1953 it was 6 
per cent In 1954 it jumped up to 54 
per cent. Therefore, if you take the 
figures, in 1954 the business has increas
ed by 54 per cent as compared to only 
6 per cent in 1953. The method of 
compensation which takes into account 
the valuation of dates much earlier, say 
in 1951, would therefore, be under
estimating the earning capacity of the 
existing assets of the life business which 
have been built up in the last two 
years or so.

I have got some other points. I would 
submit that the valuation of the assets 
of the life insurance companies should 
be made on the 31st Droember 1955 
and then the amount of compensation 
should be determined as provided in 
Part A of the First Schedule with the 
exception that the share of surplus al
lotted to the shareholders should be 
taken to be equal to 7 i per cent of the 
surplus as disclosed by such valuation. I 
submit that such a procedure would have 
the advantage of covering profits or 
ing the accruing to the shareholders dur
ing the period since the last valuation 
and will also take account of the pre
sent market value of the assets of the 
insurance business.

I have some other points. But I do not 
think I will be justified in taking more 
time of the House. But I would request 
the hon. the Finance Minister to consi
der whether something should not be 
put down in this Bill so that the repre
sentatives of the policyholders may 
have a voice in the Corporation, at 
least in some advisory capacity.

I also want that provision should be 
made for annual reports and accounts 
and balance sheets being placed before 
this House. The Insurance Act had 
certain safeguards. Those safeguards 
should not be given up simply because 
we are nationalising. I am also sugg^- 
ing that compensation should be fair 
and equitable. •

I doubt whether in some cases we 
would not be encroaching upon the 
provisions of the Constitution.

For the purpose of working out the 
average surplus allocated to the share
holders you would take into account tiie
1951 figure. That would not be fair. The 
insurance business is just now showing 
adl round improvement I ask the hon.

the Finance Minister to take that into 
account I request the Select Committee 
also to consider these points so as to 
put this industry on a perfect commer
cial footing so that it may not be a bur
den on the tax-payer but will retain 
flexibility and efficiency and a certain 
amount of competition.

Shri A. K. Gopalaii (Cannanore): 
The nationalisation of insurance is a 
step in the right direction and so this 
is a welcome measure. The shareholders 
or the management do not bear any 
risk. In other industries they bear the 
risk; but in this industry they do not. 
So it is different from the other indus
tries. So it is only in the fitness of things 
that such an industry should be put 
under public ownership.

Mr. Speaker: The debate wiH go on 
till 4 o’clock. I propose to call in the 
Finance Minister at 3-15 p.m. so that it 
may be concluded by 4 p.m. Hon. 
Members may take note of this.

Shri A. K. Gopalan: The capital of 
the insurance company is unlike the 
capital of other joint stock companies. 
There the risk of the fixed capital or 
the working capital is borne by the 
shareholder.
1 P .M .

But here the shareholder has no risk 
and even if it is said that there is risk, 
there is only very httle risk at the initial 
stages. Even the excess premium paid 
by the policy-holders, which yield pro
fits for the company, evaporates. 75 
companies declared no bonus. Rs. 6 
lakhs share capital of Oriental directly 
controls Rs. 72 crores of hfe fund. If 
one invests Rs. 50 lakhs in Oriental 
shares, he can control Rs. 72 crores of 
life fund. Rs. 22 lakhs of National In
surance controls Rs, 377 crores of 
life fund. By an investment of 
Rs. 1,46,00,000 in the share capital of 
the Nation^ Life Insurance Company 
one can control Rs. 377 crores of life 
fund. They buy at inflated prices to 
get control of these funds for invest
ment in the industries. They might get 
6 per cent, or 10 per cent or 20 per 
cent in the other industries, but the 
main object is that they want to control 
because of the benefit of the fund.

Sir, is the private sector benefiting the 
country by this? I would say ‘no’, be
cause in the national interest some in
dustry may be more important It is the 
management that invests the money and 
for the sake of getting more dividend
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they may not be interested in certain 
industries, which may be important from 
the national point of view, and would 
like to invest the money in industries 
which are directly owned by them.

While I welcome the Government de
cision that it will lay down the princi
ples for investment even in the private 
sector, I think there are several propo
sals of Government and several mea
sures proposed in this Bill that are ob
noxious. I wish to point this out, so 
that the Select Committee may go into 
them. The four points which require the 
attention of the Select Committee are: 
the decision of the Government that the 
existing investment in the private sector 
proportionate to investment in the pri
vate sector will be kept intact; leaving 
the responsibility for investments to the 
Life Insurance Corporation; the scheme 
of a very high rate of compensation; the 
decision to reduce the policy value 
where the assets of the company fall 
short of the liabilities.

Why is it that the Government na
tionalised the insurance industry? It is 
because they wanted to augment the re
sources for development purposes and to 
mobilise savings by the expansion of in
surance. Now which are the industries by 
the development of which we can over
come our economic backwardness? It is 
heavy industries. The heavy industries 
are mainly in the public sector. The 
programme for the development of 
many of them are curtailed in the Plan. 
They are curtailed because there is no 
money. Why is it then that an assu
rance is given that the present propor
tion will be kept intact? Government 
must take the entire amount in the in
vestment pool and when the private 
sector should get some money, you give 
it preferably in the form of share capi
tal. That is our suggestion.

We suggest this because, we have al
ready curtailed the resources of the 
heavy industries, and we are particular 
that this money must be spent on them. 
So, it must be the responsibility of the 
Government, and when they find that 
the private sector requires some help 
it must be given preferably in the form 
of share capital.

We have been suggesting to Gov
ernment that they shoiBd create an in
vestment pool. There was a recommen
dation for setting up of an investment 
pool in 1946. We said that Govemment 
should take the surplus of the reserves 
of the joint stock companies in a pod,

guarantee a fixed reasonable rate of 
interest to the owners and then invest 
the money in the most desirable chan
nels according to the priority programme 
so that any share of the depositors will 
have a prior claim from the natiomd 
standpoint. Similarly in regard to insu-* 
ranee we say: let the entire fund be 
taken by the Central Government—by 
the Development Wing, in liaison with 
the Planning Commission— ŝo t ^ t  Gov
ernment wUl be able to see how best 
they could use that money in the na
tional interest.

Giving to the Corporation, the 
power of investment also means nothing 
but this—taking the men from the 
four known groups, Tatas, Birlas, J. K. 
Group and Dalmias.

[M r . D e p u t y - S p e a k e r  in the Chair]

The whole of this money will be 
placed in their hands. The position will 
be that instead of 200 men in whose 
hands the money at present is, there 
will be 25 men representing the same 
groups who will utilise their position and 
spend the money to invest it in the in
dustries in which they would be 
interested. We are totally opposed 
to this. Government might perhaps say 
that they will formulate an investment 
policy within the four comers of which 
investment will be made by the corpo
ration. But this is only a poor consola
tion. because we know that they will 
not be able to use the money for indus
tries in the national interest.

The Corporation must not be given 
any power of investment: only some
funds to meet the claims according to 
the acturial calculations for carrying on 
the day-to-day work and also the busi
ness of the corporation, making pay
ment to its employees and such other 
contingencies, should be at their dispo
sal. Only the money that is necessary 
for these purposes must be kept at their 
disposal.

We have genuine apprehensions that 
some people with some antiquated ideas 
will be put in the Corporation. We say 
this because in the debate on the Life 
Insurance (Emergency) Bill, the Minis
ter gave us to understand that a gentle
man, a Superintendent of Insurance, 
wrote an article in the official publica
tion {Insurance Year Book of 1955) in 
which he vehemently opposed nationali
sation. It was said that now he is in 
favour of nationalisation. He also
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wrote an article one month 
before nationalisation and in that 
article he talked about the threat of 
nationalisation. Immediately atter one 
month if the Minister thinks U^at he has 
turned to be an enthusiastic supporter 
of nationalisation, then it is very diffi
cult for us to understand his sincerity. 
If the whole responsibility of running 
this industry is jnit in the hands of a 
man who only a month back had pro
nounced that nationalisation was bad. 
We do not think that the industry will 
prosper. The same person has now been 
appointed as the Custodian of not only 
the biggest Indian company, the Orien
tal, but also of the foreign companies 
of Bombay, including the great Sun 
Life. When a man is in principle against 
the very idea of nationalisation, we do 
not know how he can fulfil the State’s 
programme. Can he put a new life and 
create a new spirit into the enterprise? 
We think he certainly cannot.

'fhen there is another gentleman who 
is now the Custodian of the Hindustan 
Co-operative Insurance Society, He also 
a few days before nationalisation, wrote 
an article and he is connected with the 
liquidated Light of Asia Insurance Com
pany. That man is entrusted with the 
responsibility of expanding insurance 
business. The present Controller of In
surance has displayed a signal failure 
and incompetence in supervising the 
work of insurance companies. It has 
been admitted imolicitly by the Financc 
Minister also. He left the misbehaving 
companies with what is called theoreti
cal ‘beating of the piUow*. Will you ap
point such a man in the Corporation? 
I suggest that the names must be en
d o r s e  by the Parliament, because ^  
such people who are against nationali
sation, and who have said so openly, 
are a p p ^ te d , I am sure that this in
dustry will never develop and they wiD 
always be trying to see that Govern
ment is not able to manage this.

Next, I have to speak about com p^- 
sation. In my opinion the compensation 
that is proposed is very high. The Bill 
proposes twenty times the annual ave
rage of surplus allocated to shareholders 
as disclosed in the two acturial valua
tions prior to January 1955, or ten times 
the annual avera^  of su^lus plus the 
paid-up capital, whichever is h i ^ r .  And 
it has also been said that the insurance 
companies might say which formula 
they would prefer. I have already said 
that the share capital plays only a very 
insignificant role in insurance business.

2—27 Lok Sabha

It might have played some role, and a 
little role, and that too, I say, in the 
initial stages of the business. It is the 
money of one set of poUcyholders that 
goes into the hands of another set of 
policyholders. And how did they spend 
this money? 25 per cent of the total 
premium income, minus the agents’ com
mission and the expenditure on cleri
cal staff and other things, they are tak
ing in order to feed themselves, their 
dummies and others. Not only that. 
They invest the huge life funds in their 
own concerns and reap profits on them. 
I do not say that all the insurance com
panies did it. But it is an admitted fact 
that with the five per cent limit, imder 
the insurance Act, the insurance mag
nates have the controlling share in ths 
insurance business, and so the major 
portion of the compensation will be 
swallowed by them. Tliat is the reason 
why I say that the role of share capital, 
whatever it may be, it must be remem
bered, is different from that of other 
industries. It plays only a very insigni
ficant role. According to the scheme, 
Oriental, Industrial Prudential, Lakshmi, 
Bombay Life, Bharat Life, Empire of 
India, Hindusthan Co-operative, Nation
al India, United India, Western India, 
and among the composite companies 
New India, General Assurance and Na
tional Insurance and Andhra will get 
t>\'enty tunes the average surplus. It has 
been calculated on this basis that since 
the shareholders’ portion of the average 
annual surplus was a little over Rs. 6 
lakhs, twenty times the average works 
out to Rs. 120 lakhs in the case of Ori
ental alone. Oriental, at the end of
1951 and 1954, distributed 4 i  per cent 
and 3 i per cent respectively of the an
nual suiplus. It means that each share 
of Rs. 200 will get a compensation of 
Rs. 4,000. It should be noted that the 
Oriental share was being quoted in 
Bombay market at Rs. 3,960 after the 
promulgation of the Ordinance. It had 
been calculated by some actuaries that 
the Empire of India share, having a 
face vdue of Rs. 100, was quot
ed in the market on the 24th De
cember at Rs. 600. And the compen
sation today under the Schedule will work 
out to Rs. 1,200. Industrial and Pruden
tial shares, having a face value of 
Rs. 10 were quoted in the market at 
Rs. 47 in December 1955. They will 
now under this provision fetch Rs. 80. 
TTiat means the Government is paying 
much more than the market value of 
the shares in the case of some big com
panies. So we say that the compensa
tion is very high.
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And let me also say why the compen
sation is so high. The journal Commerce 
that was against nationalisation said 
that the proposed rate of compen
sation is reasonable. Why did the 
Commerce say that the proposed 
rate of compensation is reasonable when 
it was against nationalisation ? We say 
it is because the compensation was far 
higher than we thought it should be 
Ordinarily it did not compliment any 
proposal as reasonable.

At the time of the discussion also, 
when there was the nationalisation of 
the Imperial Bank, we were told by 
the Government that it was an excep
tional case and when next the nation
alisation of any other industry came the 
Government would not do it. Now 
comes the nationalisation of insurance. 
Here also the compensation paid is more 
than the market value, and I do not 
know where we shall land ourselves if 
the compensation that is paid even after 
the nationalisation of the Imeperial 
Bank is more than the market value.

Then I want to emphasise another 
point. That is about the annual average 
of the surplus and the basis for compen
sation. What is the annual surplus? How 
does it arise? F i r s t l y ,  it arises from the 
excess loading of premiums, what is 
called profit premium, and reduced mor
tality rate. Both these depend upon 
the society, the State and also the 
policyholder. So, for the profit loading 
the "policyholder is responsible. And 
mortality rate depends upon the so
ciety and the State where the health of 
the people may be better. I do not 
know how credit for it can be taken by 
the insurance company and how the 
annual average of surplus can be made 
the basis, because they have nothing to 
do with it.

Then the next point, and the most 
important thing in the whole business, 
is the treatment meted out to foreign 
insurance companies. After the Ordi
nance was published a powerful dele
gation of foreign insurance companies 
came containing representatives of Sun 
Life, Prudential, Norwich, Gresham 
and otfier companies. It is quite evi
dent that the provisions in the Bill re
lating to foreign companies have 
bc^n discussed with that delegation 
and an understanding arrived 
at. They were happy with the com
pensation provided for, and on the day

this Ordinance was promulgated they 
left this country. In clause 27 of the 
Bill the foreign companies are allowed 
certain assets on the ground that the in
surers brought them into this country 
for the purpose of building up this 
industry. 1 understand that this amount 
is to be computed at Rs. 40 for eve/y 
thousand rupees insured by these com
panies. This is a most atrocious provision. 
Because, the average annual provision 
for a thousand rupees insured by these 
foreign companies comes to Rs. 35. We 
know that the first year’s premium had 
been spent by them for the building up 
of this industry. Everybody knows that 
as far as insurance is concerned it is 
the first year’s premium that is spent 
for this purpose. It is also known that 
the life insurance companies built their 
entire business by spending this first 
year’s premium. If that is the case 
we do not know why so much compen
sation is to be paid to them. In fact 
the question of paying compensation to 
these foreign companies does not arise, 
because they are registered outside 
India and none of the shares is held in 
India. And Government also does not 
back them, that is these shares. Not 
only that. Under section 27 of the Insu
rance Act of 1938, foreign insurance 
companies are required to hold in India 
assets fairly equivalent to their liabilities 
in India. That is according to the Insu
rance Act, 1938. Now, under this Bill 
Government only proposes to take over 
these assets and liabilities. So the ques
tion of compensation does not arise, iot 
there is no question of taking over ajiy 
investment. That is another reason why 
1 say that as far as foreign companies 
are concerned no question of compensa
tion arises.

Another important question is that 
under clause 14 (2) of the Bill they 
have been conferred the right that over 
the question of compensation they could 
go to a tribunal if they do not choose 
to accept the compensation offered. In 
this House we had passed an amend
ment to the Constitution, and that says 
that the question of compensation shall 
not be justiciable. But they have given 
the right to go to a tribunal, that means 
a court, where they can question the 
amount of compensation offered. So it 
goes against the Constitution amend
ment itself where it is said that it is no* 
justiciable. If it is not justiciable as for 
as other cases are concerned, I do not 
know how it is made justiciable in this 
case.
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The next point I want to tbuch is 
about policy values. Government pro
pose to reduce the policy values if the 
assets of the company of which the po
licies were contracted do not equal the 
liabilities. This is punishing the policy
holders. The task of the Government 
was to see that the life funds and trust 
funds are not misappropriated. Gov
ernment failed in that respect, why 
should the poor policyholders suffer for 
this and why should the value be cut? 
The management either bungled or mis
appropriated. Let those people be haul
ed up. Let the deficits in the assets be 
made up from their properties. Even 
if that cannot be done, let the share
holders forego a part or the whole of 
the compensation. But the policy values 
must not be reduced. The policy values 
being reduced means that the policy
holders are being punished for no mis
take of theirs.

General insurance has not been na
tionalised. This point has been men
tioned by so many hon. Members. We 
say, certainly this also must be nation
alised. There are two reasons. We wan< 
money. Nationalising general insurance 
is a way by which we will be able to get 
more money. Unless you take it over, 
the non-life department of some compo
site companies will find it difficult to 
function. They will have to wind up, 
thereby making way for further concen
tration. These are the reasons why we 
say that there must also be nationalisa
tion of general insurance.

As far as the misapplication of funds, 
mismanagement and extravagance of 
some companies are concerned, in cases 
of suspicion, we propose that the ac
counts of at least the past three years 
should be examined, and serious action 
must be taken against those found 
guilty. Some proposals have been put 
forward with regard to the control and 
management of business. We say that 
the representatives of the All-India 
Insurance Employees’ Association, both 
the staff as well as field workers should 
certainly be associated. It is their 
enthusiasm that counts more. It is they 
who are responsible for whatever deve
lopment there is in the industry. It is 
they who can find out the loopholes. 
They must also be associated.

Coming to the future structure, it is 
said that there will be four zones. Our 
proposal is that there must be more 
zones and the number of zones must

be increased. As far as the Travancore- 
Cochin and Mysore States are concern
ed, it is said that the State insurance 
also will be incorporated in this. My 
proposal is that there must be compe
tition. All these States must be made 
separate zones. There should be as 
many zones as there are States, so that 
there may be competition. I consider 
that 75 per cent of the premium must 
be allowed to be spent for the develop
ment of that State. More people from 
the States will insure and the State also 
will have some interest.

I wish to put forward a few points 
with regard to the employees. It has 
already been said that there should be 
no retrenchment. It has come to my 
notice that even after the promulgation 
of the Ordinance, in Nagpur, the Andhra 
Insurance company and some other 
companies have given notice of retrench
ment and some people have been sent 
away. All these people must be taken 
back. Yesterday, the Finance Minister 
also said that there is a kind of anar
chy in respect of salary and conditions 
of service of the employees. This must 
be done away with and st^dardised 
progressive conditions of service should 
be introduced on the basis of the de
mands that had been given by the emp
loyees’ Association. In the transitional 
period, there have been some agree
ments between the employees and the 
companies. In some cases, talks are 
going on. All these agreements that 
are there must be implemented. I say 
this because, there is a report that the 
Custodians are refusing to finalise the 
agreements entered into and that some 
of the Custodians do not want to con
tinue the talks that were going on, and 
some do not want to accept the agree
ments. This fact must be taken into 
consideration. All the agreements arrived 
at between the employees and the 
management should be honoured with
out putting any legal or technical diffi
culties. In the transitional period, the 
Government should give increments to 
the employees of these concerns where 
there are no fixed scales. In some other 
concerns, the employees get increments 
in a certain month. Government must 
see that these increments are given. 
Whatever benefits the employees were 
getting in the shape of valuation bonus, 
etc., they should be continued.

In the nationalised industry, when 
the question of personnel comes up, 
the existing employees should be given 
preference. During the last 10 years, it
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had been said, that there had been huge 
work in the insurance companies. Even 
now, therefore, there is work load. The 
persons who are there now are not able 
to do the work. This question must be 
gone into. If more persons are needed 
on account of increased work, more 
men should be appointed. When new 
appointments are made, those persons 
who had been retrenched and sent back 
during the last 5 years should get pre
ference. The stafl[ employed by the pri
vate actuaries should also be absorbed 
by the Government. I say this because 
there is some staff with the Chief Agents 
and they fear whether they would be 
absorbed or not. These people should 
also be absorbed. The Industrial Dis
putes Act and the other Acts should 
also be made applicable to these emp
loyees. There should be recognition of 
the All-India Insurance Employees’ 
Association and there should be bi-par- 
tite conferences of representatives of 
the employees and the Government. By 
mutual discussion, they should decide 
wherever there are any disputes, what
ever has happened after the Ordinance 
or before. The employees should have 
all the benefits of the Trade Union AcL

I want to sound a note of warning 
against the bureaucratic methods that 
would be commg. These are the biggest 
obstacles in the business. I have already 
pointed out that those who are Cus
todians today are not at all interested in 
and are against nationalisation. If they 
are to be at the head of the institutions, 
the industry cannot be developed. Take 
the workers into ccmfidence. You should 
get their advice in order to develop the 
industry and get more money. You 
should fight against bureaucratic me
thods.

I have already referred to the zonal 
system. As far as Travancore-Codiin 
and Mysore are concerned, I again re
mind the hon. Minister that because 
it is insurance business, there must be 
competition. If there is some competi
tion and if there is some interest for 
the State, then only, there will be more 
business. In this respect, if 75 per cent 
of the premium income can be spent by 
the State, in order to help the State, 
the people in the State will insure them
selves and the State also will have an 
interest and the industry wiU be deve
loped. I request the Select Committee 
to take all these points into considera
tion, without forgetting the employees. 
It has been admitted by the Finance 
Minister that in some companies ftere

are not even scales of pay and that the 
working conditions are bad. If the work
ers are taken into confidence, the indus
try will develop and the purpose for 
which Government wanted to nationalise 
the industry, that is, to augment the 
resources for the development of the 
countr>', will be fulfilled. We welcome 
this measure and we hope that it will be 
enforced in such a way that it will be 
more useful for the development of the 
country under the next Five Year Plan.

Shri G. H. Deshpande (Nasik Central): 
I rise to support the BiU before us. I  
support it wholeheartedly. It is a step 
in Ae right direction. It has been very 
well received throughout the country. I 
am receiving a number of letters from 
my constituency in which people have 
expressed their deep satisfaction at the 
measure that has been brought before 
the House, I am very glad to place 
here before the House the contents 
of a letter sent to me by two of my 
friends who started an insurance com
pany 20 years before in Nasik, and 
who have worked for the last 20 years 
for its development. They have whole
heartedly supported this nationalisation. 
There are many friends who are working 
in this field who have supported it. No
body has opposed it. But, we in this 
House have seen that a few represen
tatives of big business have rendered 
their half-hearted support. They have 
expressed suspicions whether this mea
sure will work successfully. I have no 
doubt that the measure that we have 
before this House will give complete 
satisfaction and that there will be more 
and more business attracted. There is 
no doubt about this. *

Much was said about the way in 
which generally this business was car
ried on in a satisfactory manner by some 
business p^p le . Here I read out ^ t h  
your permission a few lines in which on© 
field worker in this field who has been 
working for the last 30 years has said ;

“Thiis, these companies were 
more or less jagirs of about 150 
persons. All sorts of corruption, 
nepotism, etc., were there. We were 
working under these jagirs. Life 
of a field worker was worst and so 
many of these Agents, Inspectors, 
Branch Managers, etc., would 
hover round a single client and all 
sorts of dirty tricks were adopted 
to secure business and bidding was 
resorted to. Thus, a lot of useful 
energy was dissipated. Above aU, 
these capitalists use their influence
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for all kinds of anti-national activi
ties and thus were a sort of hurdles 
in the smooth running of a young 
democracy. Now these accumulated 
savings of a poor nation will be uti
lised properly for national recons
truction, to eliminate poverty, un
employment and disease.”
This is how generally this business 

was going on. Middlemen were exploit
ing toe Seld workers and the competi
tion was not a fair competition. In the 
rural areas no work was done. I have 
no doubt that under the new circum
stances the expansion of the business 
will be more and more in the rural areas 
We are now embarking on the Second 
Five Year Plan and we will have better 
mobilisation of our national savings for 
a national purpose. So, on the whole, 
this Bill wiU serve a better purpose and 
those who have expressed suspicion 
have done so because they do not 
Visualise the future. This House has 
severd times adopted the socialist pat
tern of society, and this is a step in 
furtherance of it.

No doubt we have to take into ac
count the experience of other nations 
about matters like this, but we can have 
our own policies, and I have no doubt 
that we will succeed.

Shri Makhaiid Dobe (Famikhabad 
Distt.—North) : I rise to support the 
Bill whole-heartedly. Some doubts have 
been expressed by hon. M ^ b e rs  as to 
whether it was at all advisable to na
tionalise this industry. They have said 
that a certain number of insurers have 
maintained standards and there was no 
reason to nationalise the whole indus
try, that those insurers who had behav
ed well* and had maintained standards 
should have been allowed to continue if 
for nothing else, at least for the sake 
Q f^ 's o m e  competition. In regard to this 
my submission is that insurance busi
ness is one which does not ordinarily 
fail and which need not have gone into 
liquidation at all, but we find from the 
figures that 25 companies have gone 
into liquidation during the lastlOyeare 
and another 25 are in a bad way. This 
is out of a total of 111 companies that 
do life business. In this state of affairs, 
it was not possible to leave out some 
and nationalise only the rest. My sub
mission, therefore, is that the measure 
that is before the House is the p ro ^ r  
measure because it safeguards the in
terests of the policyholders whose num
ber runs into lakhs, and 1 think the 
poor people who have invested their

savings by taking out a prficy have to 
be protected against those who did noi 
behave well in respect of the charge 
that they had undertaken.

But there are one or two points 
which I do not quite understand. The 
first point is about the conipensation 
and the manner in which it will be cal
culated The Schedule attached to the 
Bill is couched in involved language 
and is of a highly technical character. 
In spite of the lucid exposition of the 
hon. Finance Minister I have not quite 
been able to understand it. I find from 
the figures that are published in the In
surance Year Book that only 11 com
panies have declared dividends and the 
dividends vary from 87i per cent to 1 
per cent, and the rest, that is 100 com
panies who do life business have not 
declared any dividends at all. I do not 
quite understand how the compensation 
is to be allocated as between those that 
have declared dividends and those that 
have not declared any dividends at all. 
In the case of Oriental for instance 
which has declared a dividend of 87i 
per cent, I suppose it wiU be scaled 
down to 5 and the shareholders will 
20 times according to that as compensa
tion.

Shri Mohioddin (Hyderabad Qty): It 
is 7 i per cent. ♦

Shri Makhand Dube; It was l i  per 
cent, and ha^ been reduced to 5. There 
are others who have declared a divi
dend of one per cent only. What wiD 
happen in this case? Are we going to 
follow the same principle that was fol
lowed in the case of zamindari abor
tion? There the poor people were paid 
at a higher rate while those with large 
holdings were paid less. The payment 
was in inverse proportion to the hold
ings of the particular persons, that is 
the higher the holding the lesser ^  
compensation, the smaller the holding 
the greater the compensation. I wonder 
if the same principle is going to be 
followed in the allocation of compen
sation in nationalising this industry. I 
expect the Finance Minister to clear 
this point.

There is another aspect of the ques
tion which I have not been quite able 
to understand. One of the clauses in 
the Bill clearly lays down that the con
tracts entered into by the companies 
will be honoured except those that are 
mala fide. In regard to this point also, my 
submission is that every company has 
entered into a contract with the agents
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that is the field workers. The contract 
is said to be in writing. The question is 
whether these contracts will* also be ho
noured, or whether they will be scaled 
down or modified according to the sweet 
will of the Corporation, For instance, 
if an agent under a contract with the 
company is entitled to 30 per cent or 25 
per cent, will it be scaled down to 20, 
and if so, what happens to the clause 
that lays down that the contracts entered 
into by the companies will be honoured? 
My submission is, it will not be possible 
for the Corporation to alter the con
tracts that the company has entered into 
with the agents or field workers.

There is also another difficulty which 
is likely to provide a major heackche to 
the Corporation, that is, the rationalisa
tion of the scales of pay of the various 
employees of the different companies. 
Their number is numerous and the 
rates of payment do also vary from one 
company to another. A person doing the 
same kind of work may be getting Rs. 50 
a month in one company and another 
may be getting Rs. 200 in another. In 
that case how will these questions^ be 
solved by the Corporation? That is an
other difficulty that, seems to crop up 
in this matter Of rationalisation. My 
hon. friend Shri Altekar has suggested 
a method, appointment of a Pay Com
mission. I do not know whether that 
Pay Commission is likely to succeed 
and reach a satisfactory solution for 
the difficult problem that is likely to 
crop up in this matter of rationalisa
tion.

This is all I wish to submit, and I 
hope the hon. Finance Minister will 
clarify the position when he speaks on 
these points.

Shri Mohiuddin: Nationalisation of 
life insurance is a great step forward, 
and I congratulate the Government on 
taking this bold step. It is a well-known 
fact, and a daily experience that insu
rance companies, like banks, deal with 
a large number of people. They are not 
like the Sindri factory or the ship
building yard. In the insurance business 
at present there is a dealing with nearly 
45 lakhs of policyholders whose names 
stand on the books today. I hope, that 
in course of time this number will go 
up to crores. When this organisation has 
to deal with a large number of persons 
who miuht have insured their lives for 
Rs. 2,000, Rs, 3,000 or Rs. 4,000 and

so on,— and I hope very shortly we 
shall have a large number of pe<^le 
who will insure for small amounts— 
the difficulties are bound to increase.

My hon. friend Shri Asoka Mehta 
had mentioned so many solutions yester
day, on the organisational side, and I 
hope the Select Committee will take 
into account all the suggestions that 
have been made with a view to increas
ing the efficiency, and to make the or
ganisation more effective.

The Bill proposes a central organisa^ 
tion with zonal and divisional offices. 
The Railway Minister is also here, and 
perhaps he has given his own views at 
other places that the zonal system of 
railways has miserably . failed and that 
is why the railways had to adop t.. . .

Shri B. S. Murthy (Eluru): It has
failed, but not miserably.

Shri Mohiuddin: I think I might use 
a stronger expression.

Shri B. D. Pande (Almora Distt.— 
North-East) : It is working.

Mr. Deputy-Speaker: Let not these
differences of opinion be resolved just 
now.

Shri Mohiuddm: The hon. M em ^r
says it is working. Indeed, it is working 
but it has been reformed to this extent 
namely that there is divisionalisation to
day, and large powers have been del^ 
gated as far as the public and the busi
ness interests are concerned, to the 
divisional officers. They are not concen
trated in the zones.

Dr. Suresh Chandra (Aurangabad): 
How has it failed?

Shri Mohiuddin: The zonal system has 
failed, for after four years, the Railway 
Ministry had to introduce the system 
of divisionalisation by which the powers 
that were exercised by the zonal gene
ral managers are now exercised by the 
divisional superintendents.

Shri B. D. Pande: That is because the 
work has increased to that extent.

Mr. Deputy-Speaker: I would request 
hon. . Members to allow the speaker to 
proceed as he likes. The Railway Mi
nister is here, and if he feels that there 
is something that he should answer to^ 
perhaps he will take, note of that.

The Mmister of Railways and 
port (Shri L. B. Shastri): I should mere* 
ly like to say-----
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Mr. Depiity-Speaken I have not asked 
the Minister to answer just now. If be 
feels that it is necessary, he can answer 
at his leisure.

Shri Mohiuddin: If you kindly exa
mine in detail, you will find that there 
were complaints in regard to the allot
ment of wagons,

Mr. Depnty-Speaken Does the hon. 
Member feel that that is a subject that 
should be pursued still?

Shri Mohiuddin: I was just trying to 
introduce a comparison. I am only sug
gesting to the Finance Ministry that they 
should tal^ a lesson from the reform 
that has been carried out in the rail
ways.

Shri M. D. J o .^  (Ratnagiri South): On 
a point of information. Could the hon. 
Member kindly make it clear whether 
there is anything in common between the 
railway zones and the insurance zones, 
except the word ‘zones’?

Shri Mohiuddin: Both deal with or
ganisation. The common thing is the 
organisational side.

Mr. Depiii>'-Speaker: The hon. Mem
ber might continue in his own way.

Shri Moiiluddin: I would emphasise
that the Select Commifee may consider 
how to strengthen the regional organi
sation of the corporation. The zonal 
organisation may or may not be there. 
But 1 do suggest that there must be 
a large delegation of powers to the divi
sional managers, so that the responsibi
lity and the initiative rest in the local 
areas.

The Leader of the Opposition has 
asked the question why compensation 
should be paid to the foreign compa
nies.

Dr. Siiresh Chandra: Who is the
Leader of the Opposition?

Shri Mohiuddin: Shri A. K. Gopalan.
Dr. Suresh Chandra : He is not the

Leader of the Opposition. He is only 
the Leader of the Communist Party.

Shri Mohioddin: I really do not under
stand how the question at all arises. I 
am not supporting the proposal that 
compensation should not be paid. But 
J should like to understand how the 
question of compensation to foreign 
companies arises here. The shares of the 
foreign companies are not being taken 
over, Government are not taking over 
the shares of the foreign companies.

I'rovision has already been made in the 
Bill that if they had brought funds over 
and above what they collected here for 
the purpose of building up business, 
then those funds could be repatriated. 
That provision is already there. As the 
buildings and other equipment have 
been purchased from the local collec
tions of insurance premia, and as the 
surplus that they might have brought 
is being repatriated, and as we are not 
also takmg over their shares, I really 
do not understand the reason for pay
ment of compensation for the shares-

The question of the employees is of 
very great importance. Unfortunately, 
we have had some experience of this in 
the Airlines Corporation. As soon as 
the airlines were taken over, a retired 
judge of the High Court was appointed 
to prepare schemes for rationalisation of 
salaries. The scheme has already been 
prepared, what we find is that practi
cally all the employees have been up
graded. I do not mind, if salaries of 
lower staff are raised, and if the mini
mum salary which is not sufficient for 
economic living is laised. I really do not 
mind that. But an all-round increase 
must be avoided. I am afraid that if due 
to the pressure from the employees, 
there is an all-round increase, then the 
insurance finances will be weakened, 
and it will not be in the interests of the 
general policyholders.

It is not clear from the Bill whether 
the insurance schemes of States like 
Hyderabad and Mysore and so on are 
being taken over. The Finance Minister 
did say that as it has been decided that 
life insurance should be a monopoly 
of the corporation, they will be taken 
over. I do not know whether the Fin
ance Ministry has gone into the details 
of the insurance schemes that have been 
prevalent in the States for the last thirty 
or thirty-five years. In Hyderabad, for 
example, every Government servant has 
to insure himself compulsorily to the 
extent of 5 per cent, of his salary. Of 
course, insurance at a higher rate is o ^  
tional for him. If this organisation is 
taken over, will the compulsory charac
ter of the insurance remain? And what 
will be the bonus—I am using the term 
‘bonus’; 1 do not know whether it is 
correct or not—. what will be the ad
ditional amount that will be paid to the 
policyholders, because there are no 
shares? That is one important thing 
which we have not been able to under
and fully.
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I am not a lawyer, but there is one 
point which I hope the Select Commit
tee will examine. There is one clause 
in the Bill which says :

“If any person wilfully withholds 
or fails to deliver to the Corpora
tion........... any property or any
books, documents or other papers
........... he shall, on the complaint
of the Corporation, be punishable 
with imprisonment which may ex
tend to six months, or with fine 
which may extend to one thousand 
rupees or with both.”

If there have been defalcations before 
vesting the insurance business in the 
Government, they can be dealt with 
under the C rim ini Procedure Code, but 
if after the vesting of the insurance busi
ness in the Corfwration it is found that 
there is defalcation of securities and so 
on, I do not know whether it will be 
dealt with under this clause or under 
the ordinary law. I hope this clause will 
not create complications in this res
pect.

I wish to mention only one more 
point, and that is that policyholders are 
very sensitive about two points. These 
have been stressed already, but I wish 
to repeat them. One is prompt payment 
on maturity and the other is, granting 
of loan on the surrender value of the 
policy as early as possible. Unless the 
Corporation fully adopts business princi
ples and delegates the power, as I have 
suggested, to divisional organisations, 
there may be, and there will be, a great 
deal of discontent amongst policyhold
ers. I hope that wjll not happen and I 
am sure Government and the Corpora
tion will take due care to see that the 
business is carried on on really business 
principles.

Dr. Suresh Chandra : This Bill is wel
come. It is a further step towards the 
nationalisation of insurance business in 
this country. When Government enter 
into the business field, with the organi
sation of these undertakings should be 
combined public ownership, public ac
countability and business management 
for public ends. Various forms of orga
nisation have been adapted in other 
countries for similar undertakings, but 
in India development has taken place 
along two lines, that is, through corpo
rations and joint stock companies. We 
are lucky that we have not attempted

to run such undertakings on a depart
mental basis. We have tried the depait- 
mental basis only in a limited sphere, 
that is, in the railways and the posts and 
telegraphs.

My hon. friend, Shri Mohiuddin, 
mentioned in this connection about the 
railways. He also referred to the zones. 
As one hon. Member then pointed out, 
there is nothing in conmion between 
the railways and the Corporation with 
regard to zones, except the word ‘zones’. 
I take it that his assertion that the zonal 
system on the railways has failed does 
not bear any truth.

With regards to zones, I think it is 
now becoming a matter o f ‘fashion to 
talk of zones—probably it is also a mat
ter of necessity. We have also heard 
that when our Prime Minister was talk
ing to the French Foreign Minister on 
the question of Algeria, he suggested 
the establishment of zones as between 
the French population and others. So 
the idea- of zones is becoming more 
popular. In this Bill, they have said in 
clause 19 :

“The Corporation may entrust 
the superintendence and direction 
of the affairs of a zonal office to 
a person, whether a member or not, 
who shall be known as the Zonal 
Manager and the Zonal Manager 
shall perform all such functions of 
the Corporation-----as may be de
legated to him . . . .  ”
I feel that more freedom should be 

given to these Zonal Managers and 
zonal officers so that they may be able 
to function with proper autonomy and 
without much restrictions from the Gov
ernment.

One point was mentioned by Shri 
N. C. Chatterjee, that there should be 
more freedom and autonomy given 
to the Coroporation. I agree that 
there should be some kind of 
autonomy given to these corpora
tions. But our experience with these 
autonomous corporations in India—- 
of course, in Sindri it is a differ-, 
cnt matter, but we have the DVC and 
other corporations—is that when we give 
powers to a few people who run these 
corporations without much control by 
Parliament, th6re is a tendency on the 
part of these corporations to become 
almost autocratic. We have seen that 
Parliament had not been able to have 
much control over some of these auto
nomous corporations. We receive reports 
very rarely and we cannot devote much 
attention and examine in detail the
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working of these corporations. There
fore, I feel very stron^y that though it 
is a good thing to have a corporation, 
we may insert a new clause here pro
viding for more control by Parliament 
In the clause relating to rule-making 
jK>wers, we have said that ‘all rules 
made under this section shall be laid 
before both Houses of Parliament as 
soon as may be after they are made’. 
Oause 38(1) says:

“The Central Government may,
by notification in the official Ga
zette, make rules to carry out the
purposes of this Act.” •

1 would suggest that these rule-mak
ing powers should be given to Parlia
ment. These rules should be laid before 
Parliament and Parliament should be 
given the power to finally make all these 
rules. Then only we shall be able to 
have greater control over all these cor- 
porations,—much greater control than 
we have at the moment in the case of 
the DVC and other corporations whidi 
exist today. We shall also be able to 
avoid great waste of expenditure and 
giving too much of power to a few 
persons.

2 P .M

I would also like to repeat what has 
been emphasised before with regard to 
the security of service of the field work
ers. In clause 10, it has been stated that 
all the employees of the insurers win, 
on the appointed date, become the emp
loyees of the Corporation and hcdd 
office therein on the same tenure, on 
the same remuneration and on the same 
terms and conditions etc. Even though 
this clause is here, there is a great deal 
of misapprehension in the minds of the 
workers who have built up this business 
with great zeal for the last so many 
years. It is true that lots of things have 
happened in this business and we have 
known how money was not properly 
utilised and utilised for personal entfe 
ctc. But, apart from that, it is a fact 
that this business has been built up by 
the field workers and they are still con
tinuing to do so. Therefore we must all 
take note of this.

I have received a large number of 
letters from so many insurance workers 
from different parts of India, especially 
from the part which I represent. They 
do not know what is going to happen to 
them: they do not know what is going 
to happen about their salaries—^whether 
they are going to be transferred from

one place to another, whether they are 
going to get the same salaries and whe- 
fiier their work will be appreciated. 
Some of these people do not possess the 
qualifications which are required by 
Government for Government service; 
they are not graduates or M.As., and 
all that They are probably matriculates; 
and some of them are not even that. 
They have entered this line and done 
good work. There is fear in the minds 
of these people. I think that, when the 
Select Committee goes into the matter 
in detail^ it will see to it that no in
justice is done to these field work
ers who have built up this organisation 
and snatched the business from the 
hands of foreigners.

There were some very useful sugges
tions made the other day by niy hon. 
friend Shri More. He said that when we 
are nationalising the insurance business 
and when we are having a Corporation, 
the idea is to spread this insurance more 
and more in the rural areas. So far, 
this Insurance business has been only 
in the urban areas but the idea now is 
to take it more and more into the rural 
areas. When we have got this idea, we 
should utilise this opportunity to provide 
more facilities to the common people 
in the rural areas—as well as urban 
areas—in regard to loeins or other faci
lities so that they can construct houses, 
they can get some money for the mar
riages of their children and also—as 
pointed out by him—if somebody wants 
to contest an election and become a 
Member of Parliament, he may also have 
that facility; they may also have some 
facilities with regard to health. These 
facilities are being provided in many 
other countries, where a man by way 
of insurance can construct houses, caii 
have the benefits of health and get mo
ney for his other social purposes. I 
would, therefore, submit for the* consi
deration of this House as also the Sdect 
Committee these points and I hope the 
Select Committee would insert some of 
these suggestions in the Bill which will 
come up before the House after consi
deration by the Select Committee.

I again suggest that this Corporation 
should not have autocratic powers. 
There must be some control by Parlia
ment. So far, in the case of the DVC 
and other statutory corporations, we 
have not got sufficient control, sufficient 
power to examine the working details 
etc. though there are some committees 
like the Estimates Committee and the 
Public Accounts Committee. We do not



3085 Life Insurance 20 MARC3H 1956 Corporation BUI 3006:

[D r .  Suresh C h a n d ra ]

examine them: we do not even discuss 
the reports of these corporations and 
others in great detail. Crores and crores 
of rupees have been invested in these 
public undertakings. I would, therefore, 
suggest that when we are going to take 
over this kind of business. Parliament 
must have the rule-making powers and, 
furthermore control over these things.

We have suggested only 5 people on 
the managerial side. We should not 
make these 5 people—or even 10 peo
ple—have dictatorial powers. Therefore, 
there is a great necessity for more and 
more Parliamentary control. As I have 
said before, we should also consider 
the interests of the employees who have 
built up this business after very hard 
work for so many years.
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Shri Gidwani (Thana): I rise to
support the Bill. In doing so, 1 wish to 
emphasise one point.

Yesterday some representatives of dis
placed insurance companies met me and 
they have brought certain grievances of 
theirs in regard to this Bill to my no
tice, They have sent me a representa
tion which I wish to place on record 
so that the Select Committee may care
fully consider it. This is what they say 
about their difficulties:

“The principles for determining 
compensation under the Life Insu
rance Corporation Bill do a great 
injustice to a displaced insurance 
company, that is, a company which 
had its head office in Pakistan and 
had to migrate to India on account 
of the partition of the country. The 
Corporation Bill has taken the past 
experience of the insurance com
pany as the basis for its compensa
tion. In the case of a displaced in
surance company the past experi
ence has been a very abnormal one

which has resulted in the reducticMi 
of his capital assets by the lo% 
o f‘-his immovable property left in 
Pakistan, excess claims paid on ac
count of massacres and the excess 
expenses it had to incur for rehabi
litating itself.”

“These were abnormal losses and 
it cannot be said that they are 
likely to be repeated in the future 
for displaced companies alone. 
Therefore, these companies deserve 
special consideration in order to 
place them at par with non-displac- 
ed companies.

The above losses suffered are of three 
categories :

(1) Losses on account of im
movable property left in Pakistan 
and which was :i bona fide invest
ment.

(2) Excess claims above normal 
mortidity provision which arose on 
account of massacres of the policy
holders in the riots occurring in 
Pakistan.

(3) Excess expenses that the dis
placed company had to incur to 
rehabilitate itself.

The plea is that all these losses 
which the displaced company can 
prove to the satisfaction of the 
Govenmient may be added back to 
the deficit or surplus when the va
luation of the company is done. 
The reason is that these were ab
normal losses and there is no
chance of their repetition in the 
future for displaced companies 
alone. If the business had not been 
nationalised then these displaced
companies would have in course of 
normal functioning in future
written off those losses. By
nationalisation this has been taken 
away and it is only fair that these 
losses should be fully accounted 
for.

The investments of these compa
nies which fall under the category 
of approved investment under the 
Insurance Act and which were left 
in Pakistan should be treated at 
market value as at the date of par
tition. If the Government is not 
willing to give credit to these com
panies then it is only fair that their 
valuation should be done under a 
closed fund basis, ix., a basis 
whereby it is assumed that they
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shall not be transacting any new 
business but shall be only carrying 
their existing business. By adofrting 
this procedure, relief will be avail
able to these companies by reduc
tion of their liabilities.

In making the above suggestion, 
it is not intended to place displaced 
companies at an advantageous posi
tion compared to non-displaced 
companies but only an effort is 
made to remove these abnormal 
factors so that their compensation 
is also just and fair.”

This applies both to the shareholders 
and the policy holders. I believe every
body knows how the displaced compa
nies had suffered and the representa
tion which I read before the House just 
now fully explains their case. I am 
sure Government will give due consi
deration to this representation and will 
give relief to the displaced companies 
as suggested by those coqipanies. I am 
not an expert in this matter, but I do 
hope and believe that Government will 
take all these facts that have been 
brought before them, into consideration 
and do whatever is pos^ble to help 
them out of the difficulty. Otherwise, 
there is every likelihood of their suffer
ing immensely.

There are two or three other matters 
to which I shall now refer. They are 
of a general nature. I wish to say that 
we should be very careful in the ap
pointment of the members of the Ad
visory Board, the managers and the 
other authorities that we propose to 
create in regard to the implementation 
of this scheme. When the Life Insu
rance (Emergency Provisions) Bill was 
being discussed, Shri Tulsidas and 
others always felt doubtful about our 
successful implementation of the sche
me. They were doubtful whether we 
will be able to be very economical, 
whether we will be able to run our in
dustry efficiently and whether we will 
be able to satisfy our clients as the 
private sector has done.

X have also a little experience of this 
matter. I had been a Member of the 
Public Accounts Committee and also of 
the two organisations which were partly 
connected with the Finance Ministry. 
One was the Industrial Finance Corpc^ 
ration and the other was the Rehabili
tation Finance Administration. As re
gards the Industrial Finance Corpora
tion, I need not repeat how it worked.

Shrimati Sucheta Kripalani was appoint
ed as Chairman of the Committee to 
investigate into the affairs of the In
dustrial Finance Corporation and the 
report of that Committee was placed 
before the House. We discussed it in 
full detail. Even in the Public Accounts 
Committee many things were brought 
to our notice, and they really showed 
that the institution was not working 
satisfactorily, that there was over-expen
diture, that the members who were sup
posed to be impartial in running the 
administration were themselves interest
ed and that the manager was acting 
like an autocrat and spending money 
which was sanctioned only after it had 
been spent. Thus, the machinery that 
was run was more expensive than the 
one in the private sector.

Similar was the case with the Rehabi
litation Finance Administration. I have 
experience of that administration for the 
last four years. I find that retired officers 
are appointed as Chairmen. Then, they 
monopolise the whole power to them
selves. Of course, the Government a ^  
points some hon. Members of this 
House as members of that body, but 
as you know, they have to attend to so 
many other duties as members of vari
ous committees and they rarely find 
time to go into the detailed working 
of the institution. The result is that 
things do not go on efficiently. Things 
do not go on economicaDy; and expo
sures are made in the Public Accounts 
Committee. Then the Government stands 
on its own prestige and does not wish 
to change or ms^e substantial modifi
cations. The result is that we get dis
credited. \^M e the private sector runs 
its institutions more efficiently and more 
economically. Government institution 
are run more expensively. There is a 
lot of inefficiency, corruption, favourt- 
ism and nepotism in the Government 
running these institutions. Therefore, I 
would urge upon the Government to be 
very careful. We are embarking on a 
venture. We are making a new experi
ment. The people in the country as well 
as our capitalist friends are watching 
the activities. They wiU be surely watch
ing our progress. Therefore, we should 
be very vigilant and very careful to see 
that every pie that we spend is spent 
well, that our organisation is more effi
cient, that our p ^p le  do not complain 
about the administrative set-up and 
that they are given every consideration 
while we deal with them. With these 
words, I support the Bill heartily,
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Shri Keshavaiengar (Bangalore 
North) : I am v e ^  happy that I have 
been able to participate in this debate 
on the very first day when you have 
been pleased to accept the office of De- 
puty-Speaker. Insurance field, in my 
opinion, has not been developed to the 
extent it ought to, in our country. Al
most every country in the free world— 
Norway, Sweden, Canada, Australia, 
Denmark—during the past few decades 
have brought this field of activity under 
State control. In our country, apart 
from the fact that there are a few 
private companies—about 210 or so in 
number—we have only three Govern
ments who are dealing with this matter 
by themselves. I am proud to submit to 
this House that the State I come from, 
Mysore, was one of the earliest State 
to start insurance on Government lines. 
It took up this business as far back as 
1891, about 65 years ago. , Originally 
the scheme was restricted to the ser
vants of Government, but subsequently, 
after some years, the scope of its acti
vities has been enlarged to the public 
sector as well and it has been work
ing quite nicely. I am not one of those 
who feel—and have any grievance— 
that this Act has been brought about 
mainly on account of the reason of mis
management of some of the insurance 
companies in our country. Far from it. 
The general trend, as I have already 
submitted, is towards nationalisation of 
this very useful industry; and the pub
lic interest rightly demands it. This is 
one other step in the right direction 
on the part of our Government.

So many hon. Members who were 
pleased to participate in the debate— 
some of them—made a reference to this 
fact that the mismanagement of so many 
companies was to a great extent due 
to the not proper functioning of the 
Controller of Insurance. I do not ac
cept that statement wholesale. Perhaps 
it may be due to the fact that he has 
not been invested with sufficient po
wers to effectively control these. Any
way, I think that this is a right step 
in the proper direction and I am one 
of those who welcome this measure.

Apart from the fact that the field of 
activity will become wide and it will 
spread to the villages^ when these ac
tivities are taken over and conducted 
on the Government side, it will have a 
very salutary and good effect and will 
fonn an adjunct to the warehousing 
corporations that we are likely to have

and will carty the relief to the dis
tant viUages in our country, I am sure 
that this activity will very conveniently 
supplement the activities of the ware
housing corporation and its benefits 
will easily reach the villagers in Sie 
countryside.

Comparing ourselves with other 
foreign countries in this field, I have 
very great apprehensions that the Gov
ernment has taken a very onerous res
ponsibility on itself of widening the 
scope and activities in. this regard.

So far as thfe regular provisions are 
concerned, I have some suggestions to 
make. It has already been said in this 
House that the measure has been most 
welcome from every quarter except for 
the fact that some persons on the 
boards of directors of some companies 
were not among the the people who sent 
telegrams to the Finance Minister. 
Every other section of the society wel
comed the measure. I am very anxious 
that the large number of employees 
engaged in this useful endeavour should 
have some representation. They should 
certainly be represented in every level 
of the administration and I am very 
anxious that their interests must be well 
safeguarded. Their co-operation should 
be enlisted at every level of our activi
ties. Inasmuch as wc have had two hun
dred and odd companies, it is worth
while to have as many as twenty zonal 
committees instead of one big corpora
tion; they may be constituted almost 
analogous to the territorial jurisdiction 
of the several States- They can promote 
a sort of a healthy competition among 
the various activities in this field. That,
I think, would be a point for the con
sideration of the Select Committee and 
necessary provisions in this regard may 
have to be made.

I find one other omission in clause
10 of this Bill. We have left out of 
consideration one particular clause or 
branch in this insurance field. They 
are the chief agencies. I think there 
are some cases of hona fide chief agents 
who are working their concerns almost 
on the same lines as a regular branch 
office. Many of them have been render
ing a very good account of themselves 
and they have been conducting them
selves very honestly. They have a good 
number of employees as well. Those 
persons ought not to be left in the lurch 
on account of this measure. I am 
very anxious that clause 10 of the en
actment must be suitably amended in 
order to brmg into its fold the bona
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iide chief agencies and their employees. 
The matter may be studied and such of 
those chief agents whose bona fides 
could not be questioned and who are 
^ding good work may also be brought 
within its fold.

One other feature which I would 
like to point out is this. The State 
committees may also take into consi-* 
'deration the enliarged scope of activi
ties in the insurance field and they 
may take this almost to every one of 
our countrymen. From the reports we 
find that it is only a very small percen
tage of people—negligible percentage— 
who are insured. Our country is a very 
vast one and crores of people are there 
and only a few lakhs of people have 
been brought under this fold. I am very 
anxious that this enlarged scope must 
be very effectively worked out and, as 
I said, it should jpread to everyone in 
our country. **

Shri Bansilal (Jaipur): p ie  Bill
under consideration is a very important 
one—I should say, of historic impor
tance. For the last few days, it has 
been the burning topic in the country. 
Different opinions had been expressed 
as to whether this venture of nation
alisation of insurance would be benefi
cial to the country and to the persons 
insured or not. Doubts are there even 
in the minds of those who are for the 
nationalisation of this business.

I say it is of historic importance b ^  
cause on the success or failure of this 
venture, the future of our country de
pends. It is a very big venture. If un
fortunately this fails, then the spread 
of nationalisation to other spheres would 
have to be stopped and the aim that 
we cherish could not be achieved. The 
atmosphere in which all these things 
have happened—the issue of the ordi
nance, the passing of the measure, etc. 
—is not, unfortunately, what it should 
have been. This type of nationalisation 
work affects so many persons and such 
a large scale of activity and there should 
be no worry in any quarter. It is only 
with the goodwill and co-operation of 
aU concerned that this venture can be 
successful. Our motto should be : from 
wealth to service. On these two words, 
the whole scheme depends. If the whole 
idea is only the honest utilisation of 
funds of the various insurers, then it 
is not correct.

Much of the insurance business in 
the country was in the hands of foreign 
capitalists and foreign companies. After

all, there was a stage when we all en
couraged setting up of insurance com
panies all over the country. Some of 
them have done wonderful work. There 
is no doubt that lot of funds that the 
insurance companies had was not pro
perly utilised. But that is only one as
pect of the thing.

The aim for which this Bill has been 
introduced, as stated in the Statement 
of Objects and Reasons, is :

“To ensure absolute security to 
the policyholder in the matter of his 
life insurance protection, to spread 
insurance much more widely and 
in particular to the rural areas, 
and as a further step in the direc
tion of more effective mobilisation 
of public savings. Government have 
decided to nationalise life insurance 
business in India.”
If we look to the Objects and Rea

sons for which the Bill is introduced I 
think much is contained therein, but 
there are some practical difficulties.

This Bill relates to the formation of 
a Corporation. My experience is that if 
the Corporation is not formed with 
proper care then its fate will be the 
same as that of—as we see—the Indus
trial Finance Corporations in many of 
the States. I-would like to draw the at
tention of the hon. Finance Minister to 
examine how far these Industrial Fin
ance Corporations have worked in the 
different States. What had been their 
personnel? I should like to say that in 
the State from which I am coming— 
Rajasthan— ît was with very great 
hope that we were looking to the es
tablishment of an Industrial Finance 
Cbrporation in that State. But, what 
is the fwrsonnel? All multi-millionaires 
and capitalists are there. They move in 
their own way. They have got their own 
ideologies and the requirements, the 
ambition of the masses, the poor p ^  
pie, ate not satisfied. So, I would, with 
all stress at my command, surely like 
to say that every care has to be taken 
in the composition of the Corporation 
lest it may be a corrupt corporation. 
There are varioui dangers connected 
with it. This Corporation can put the 
whole country backward, the whole 
scheme of nationalisation backward. 
Of course, it is not an easy go. I may 
say there will be huge opposition. The 
other day we were informed that after 
this nationalisation, after the Ordinance 
was issued the work has increased. I 
do not know whether this has increased 
in all parts of the country. I cannot
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[Shri Bansilal]
say whether the policies that have been 
procured during this period are com
paratively much more. That is for the 
Government to say as they have got 
better information in their hands. But 
at least many great doubts are expres
sed in many quarters and in many 
places that this insurance business de
pends on so many things like persuasion 
and so on. If that is lacking then there 
would be a great set-back.

Another point I would like to stress 
is this. Take the case of Rajasthan. We 
have not got very good insurance com
panies in that State. One or two, of 
course, are there. All the business of 
insurance there is taken up by other 
States like Bombay or Calcutta. We 
give the money and the money they 
take from us is invested elsewhere. I 
think something definite should be laid 
down in this Bill—and I would like to 
draw the attention of the Select Com
mittee to this point— t̂o see that the in
vestment should be pro rata, in propor
tion to the funds that is coming in 
from a particular State lest it may hap
pen that the money which comes in the 
hands of the Corporation is invested in 
big ventures. No doubt that will be in
vested in good things—I do not for a 
moment doubt that— b̂ut at the same 
time it will not be satisfactory. After 
all it is for the good of the people who 
have insured that this money should be 
utilised. For instance if there is any 
amount at the disposal of the Corpora
tion that should be spent in proportion 
to the amount that is coming from a 
particular State.

That depends upon the proposal for 
the establishment of zonal councils. 
There is a proposal for the establish
ment of zonal councils at 3 or 4 places. 
I wish the name of Ajmer had bwn in
cluded therein. In the first instance I 
know in the whole of Rajasthan, Ajmer 
is a place where every insurance com
pany has got an office. There are certain 
insurance companies like the General 
Insurance Company which are flourish
ing in that State. I do not know why 
tlm place has been left out when places 
like Delhi, Calcutta, Bombay and others 
have been mentioned. I think Ajmer is 
a fit place where, to start with, we can 
have a zonal council. Of course my 
friends from Ajmer woiild have much 
more information on this point but I 
know that it is from Ajmer that the 
whole of business in Rajasthan is con
trolled.

Regarding formation of zonal coun
cils I would like to say—it is my sug
gestion; I do not know how far thus 
would appeal to the hon. Minister— 
that so far as nationalisation of insur
ance business is concerned it should be 
completely kept out of politics- This is 
my suggestion lest it may go in the same 
rut as other things and a finger may 
be raised against this policy of nation
alisation of insurance business saying 
that this is also in &e hands of Cong
ressmen, this party or that party. Thus 
should be completely avoided. My sug
gestion is that the whole country must 
share in this Corporation.

How we can start is like this. There 
should be a zonal council in every 
State and every Member of this House 
and the Rajya Sabha should be a mem
ber of the zonal council of the State 
to which he belongs. It is in this way 
that we can really make this insurance 
business a national business in the true 
sense of it. The management should not 
be in the hands of any particular class 
of people. When the question of forma
tion comes up I may frankly admit that 
the Government will select some 15 
persons who will from the Corporation. 
I take it that every care will be taken 
to select the persons who are well-vers
ed in this art. It is an art. It is not an 
ordinary thing.

This management of insurance was 
in the hands of so many companies 
having corporate bodies always trying 
to increase their business. The Govern
ment will now vest this job in the hands 
of 15 persons. It will be a very diffi
cult job and therefore in the selection 
of these persons great care has to be 
taken.

I think from the very start great care 
and precaution should be taken if after 
nationalisation it is really to control the 
whole insurance business. Our country
men should feel that this business is 
completely devoid of any political at
mosphere. It is in this respect that I  
suggest that zonal councils should be 
formed State-wise immediately the Bill 
comes into force. Tlie Select Committee 
should very carefully consider this sug
gestion and irrespective of whether a 
Member belongs to this House or the. 
Rajya Sabha every Member should be 
e x -^ c io  member of the zonal council 
of his State so that the zonal council will 
represent all shades of (pinion. That wjU 
serve as a check too. In the beginning;
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if this check is not there, as I have 
said in the opening words of my speech, 
there will be a great set-back.

The whole scheme is, as my friend 
Just now said, to take the insurance into 
the rural areas which is a very big task. 
Of course the Corporation will not con
sist of those persons who can really 
feel for the rural side. They will not 
take the business into the rural side. 
We are feeling that in so many ven
tures and schemes of the Government 
they did not carry home to the country
men our aim because the mentality of 
the people at the helm of affairs is not 
rural in character. Without that kind 
01 mentality we cannot take the business 
to the rural side. A lot of effort has to 
be made. At present there is not much 
charm for the rural side people to get 
themselves insured. It is not because 
they have not got the finances but there 
are so many other factors— t̂he matter 
of payment and other things. As soon 
as the policy matures I have very grave 
doubts whether one will get the money. 
Today the insurance companies for the 
sake of prestige and getting more busi
ness make immediate arrangements for 
the payment. Of course, in some cases 
j* is not done and the Government has 
already secured them. But if the same 
rut sets in and the money is not paid 
to the wife or heir of a policyhcAder 
and for six months, ten months or an 
year the same kind of petitions have 
to go from here to there and so on 
men the insurance business will very 
much suffer.

So, great precaution has to be taken 
regarding how this is put into practice. 
I want the Select Committee also to 
look into these matters very carefully.

Another point is about the insurance 
agents. 1 think most of us are insured 
in one company or the other and we 
know how the insurance agents approach 
us and secure business and how the 
doctors help them. If there is rigidity, 
the greater the rigidity the lesser will be 
the business- Now, of course, most of 
the companies have their own doctors.
I do not know how, but in 99 per cent 
of the cases they give good reports. 
Only in very few cases they give adverse 
reports. I do not mean to say that there 
should be laxity. At the same time, 
greater rigidity will ruin the whole of 
the insiirance business.

Besides, very soon Government will 
have to consider the nationalisation of
3— 27 Lok Sabha

O ther forms of insurance also. At pre
sent we have started with life insu
rance. 1 think it would have been much 
better if other insurance work also had 
been taken up in hand because without 
that there will be duplication of work 
and the ratio of expenditure will be 
much more. The hon. the Finance Mi
nister can look into whether the ratio 
of expenditure will not increase because 
in clause 10 we have provided that all 
those employees who are employed to
day as whole-time servants in the insu
rance company will continue on the 
same terms. I think this is a very harm
ful clause which will defeat the social
ist aim because I find huge salaries are 
paid to the existing managers and sec
retaries of the insurance companies. 
There is a provision that they will con
tinue even after the Corporation comes 
into existence on the same terms. I 
do not know why they should be con
tinued because this is not to be the aim. 
The managers and secretaries are getting 
huge salaries—5,000 and 6,000 rupees a 
month. I do not know what is the ma
ximum amount, but it is a h ^ e  sum.

Mr. Deputy-Speaker: The hon.
Member need not have any fears. The 
Corporation has powers to reduce that.

Shri Bansilal: I submit that as far
as clause 10 is concerned, security has 
been given and there is a guarantee that 
they will be retained on the same terms 
and conditions.

Mr. Deputy-Speaken Not for all
times. The Corporation will absorb 
them and will subsequently see what 
is the proper salary that is to be given.

Shri Bansilal: My submission is that 
there are no provisions. So far as tem
porary personnel is concerned, in clause
11 there is provision. Clause 10 reads :

“ ...........shall, on and from the
appointed day, become an emp
loyee of the Corporation, and shaH 
hold his oflfice therein by the same 
tenure, at the same remuneration 
and upon the same terms and con
ditions and with the same r i^ ts  
and privileges as to pension and 
gratuity and other matters as he 
would have held the same on the 
appointed day if this Act had not 
been passed, and shall continue to 
do so unless and until his employ
ment in the Coriwration is termi
nated or until his remuneration, 
terms and conditions are duly al
tered by the Corporation;”
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My submission is that this particular 
provision is there. In practice many di
fficulties will arise. If you want to save 
the money of the people, that is, in
sured, from going to the hands of some 
of these managers and secretaries and 
those persons then something should 
be done. You have to look at 
this aspect also. But, at the same time, 
we cannot forget the part-time workers 
like agents etc. They are the real back
bone of the industry and there must 
be some policy to encourage them as 
much as possible.

I have not gone into the question 
minutely but I think in some ways we 
can take the help of the gram pancha- 
yats for getting insurance business. It 
will increase the finances of the pan- 
chayat also for they will be getting re
muneration for it. For instance, take 
the realisation of revenues. If the gram 
panchayat collects the revenue, it gets 
10 per cent of it. If the gram panchayat 
undertakes this work of insurance, apart 
from it ^ying them some money, they 
can convince the people from the ru rd  
side and make them insure.

Of course, the minimum amount 
should be reduced from Rs. 1,000. But 
that is a matter of detail. So the ser
vices of the gram panchayats could be 
utilized for securing more business in 
the rural side.

I hope the Select Committee will look 
into these matters .While I have appre
hension about the salaries that are being 
paid to the higher cadre, the salaries of 
the insurance agents and subordinate 
staff should be protected in the A ct

On the whole I congratulate the Fin
ance Minister who has brought in this 
Bill with speed. The provisions of the 
Ordinance, which has now become an 
Act, are al there. But, at the same time, 
precaution should be the watch-word.
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% ^  ^  t  • 
^  ^  ^  I' ^
^  ^  ^  iV *tNY

#  sq^fTT f w  |  
^  ^  ^  % ?T^?nT ^

#  ^  f̂t5TTf^=R  ̂ ^  ̂  sit̂ FTT
^  ^  w TTf I ,  ^  f^ fr^  

^  T̂R̂ T ^  ^  ^  3rr?r ^lol 
srfr ?ft ^  ^
I  ^  ^ F t W  g l T T  ^
^  ’TT f̂ lXN' ^ I ^
i  ^  W  ^  ^  ^5TR# ^  f% 

STTT W  ^  ‘T><H ÎWT
^  ^  ^  t  ^  ^  5 ^  %
5ERzmft t  ^

^  ^  ^  ^  ^  ?r̂ T5T
^  ^  ?TRft f% 3RTcF^

»rmt ^  ^  ^
irmvT ^  7^ I I ^ ^
% f  Wr fRTTT
^  ^  ^  ^  ’T lf^  ^
5nr*Tf  ̂ ^  ^  ^
^  ^  ^  ^ < + l<  ?TTT
m r  ^  t
^H*Wrfr f  ^  ^  ■'CN

W T  ^  ^  STSTRFW? ^  ^  ^
t  ^  ^nrir #  ^

JTSTTcT^^ % ^  ^
m  ^  ^  I  I A' ^  ^  ^
% i  fiF ^  ^  ^

^  OT ^  «TT»t 3WR

^  ^  WOT ?rmT ^  ^  ®Ptf ^
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^  ^  g n c f %
^  iipr ?rnt srf i

^  ^  "FT >̂PT ^
^  ^  'd *-» fl^  + < d l  ^  ^  ^  

% ? rtT ^ ? T p r ^  ^  i
^  f% ?̂TTT m k t  2T̂  ^
^  ^  ^rnr ĤTTT =^rf^, ^

^  ^  t ,  ^  ^  ^  ^  ^  ^  
^  t  ^  ^ 5 r ^  ^  ^  m ^ T

»̂2Tre T ^  ^ > w  I  « r f ^
^^lO  HTVTT ^  ^  T3fWf% «(PimI ^  
^  1 1^ iT^Rm" T̂fWt %

^  ^  f W  ^  ^n^FR ^  ^  SPT ^  
^  ^  f W  I  I A ĤRTm" ^ ^
%  m x  ^  ^  'm ^  T | r T T  t  ^  ^  ’S T ^  
^HTfHT #  fSJ ^  t» ^  ^  ^  
^  % . f ^  ^  ^  I ^  eft
? m  ^  q^ f^ n ro r  ^  t t  
p r r  a r f ^  ^  e
^  ^  ^  «TT ^  ^  %

w f t  ^  T̂RT ^  fOT w r  ^ I A 
^  ^  ^ m r  <3^ ^  d H ^ i ^  ^

5 R #
?flT % ^w d ^  ^  ?fNT «rr 55FR 
^  ^  ^  f e n  ^ R T  ^  «|v>llM

% fir*r Ri+ im<i  ^  ^  ^
^<.«bi< ^  ’M̂ <ii»i*i«̂  ( f ^ )  t̂?TT =^frf^l 
f^T f^  ^  ?ft ^  ^  fR R  ^
^  ^  ^  ^ \ ^ r <

t »  ^  ^  t  >  t  ^  ^  
%  ^  ^  #  T 1? T  t  ^  ? T T ^
^  f»T % ^TRT ^  I ^qiT #  ^rrrt 

% f% w  q^sft^  ^  ^  %
^  ^TTj  ̂ (?rm T ) ^  t ,  ^  

f %  5 R T  %  ^  ^  ^  %  5: ^
^  ^  ^  %  T 5 R  ^ n r  a  {)*♦»<
mvfHiTT W  t
ftr ^TWT t  ? fk  ^TOTT
W9f rlT^ ^  5 ^  ^  +i*h *̂ '>1 ^h r
^  t  *

3  P J y f .

5 ^  5frtt #  ^  ^  tiT f̂t’̂  ^  ^  fip 
^  a|»nT%^W T % ^  ^  ^  ^  OT

% v4^rCt 3Rgr ^  ^

^  ^  ?it ^ 'SRcTT
^ t f  ^  d H ^ i^ qR

% ?T ^  I
^  ^  ^  ? T 5 #  ^  ^

W  ^  ^  ^  %  ^ TP T#
^  ^  ^  i T T ^ ^  T #  f %  5 ^ f + l O

% 5RT ^  ?f^ ^
= 5 r r f ^  I m t  ^  ^  ”d ^ ^  ^ ^ f ) T <
SRT ^  ^  ^SRTT

^  f p m  ^  3̂?T ^  2if %im
^  ^Tcft ^  t  ^iTR wff q r ^  3frr #

^  ^  ^  ^  ^  ^  ?fh:
? f k  t  ^  ^

»̂Tî  I ?nrr ?rr^ ^  ^  ^rsrar
^  ^ft ÎTTTT f  I ^

% ^  ?rr5r ^  fe r  ^  ?rnrr f% ;;ft ^^rrfi’ 
^ /T T  ^R- ^  ^

« f h :  w  t  ^  ^
^  ^  ^  ^  I  I ^  ^
^  ?rr^ ^ p r r  ^i^d ^  'Strt -^i^a
t  ?ft if^ #% ^nr^ ^  I  ^
^ffxzft ^  T̂RIT ^  ^  STfRTT ^

m  ^  ?

t  ^TRcIT I  5RT M  3TT#
^  F̂Tiff ^  ^  ^  ^  q t-
^llf^ili ’jft ?TRft t» ^  ^  ^  ^

^  t  f k  ^ * f ^ r O
^>r*T ^  ^r«!>H ^  %iK*n 5T^,

^  ^  ^ «ft 1% ̂  ^  îHT
<Htfl ^ 5  9̂1 *bi*1 ^

fk tm  F̂T# t  I

«Tf̂  ’MPm+ r«4WK ^ 5T 5TT ^
i  ?T5r %n t  f r  

^  ^n^FR ^  ^  ^  %
§ I ^  ^  t  ft> ^*TRt

^ R ^ T R # ^  55fT̂  ^  5FHT t  ?fk
^  v m  I  ̂  5RR ^  ̂  5^
>ft WT q f ^  ^  1 5ft
^  f e n  ^  f %
m R m f  fT ^  #  5̂TTf 5IT# ^  #  
f v im f f  ^  I *r& ^
fTTff r ftp f e l t  5R1R ^  ^  T̂WT
t  1 ^  ^
5|5Tff ^  «rk q r 5Tt «;  ̂ qrHnrr^ 
% #RR I, ’sfr T m - ^  % I  m r
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TT̂ O 1 ^0  ^  ^  ^  w r  'jTR

»̂PT ‘♦><*11 SRhrW i^ 
'»ii4<ii I fTFT ^  ^  v t^ q - ^
^[TT «̂ ><«il ^  'JiN^II I ^

^  ^ rfirfw  ^5tht ^  ^  I
^  ^  ^  ^ ^  ^  srsTRH^ t̂  ̂ ^  ^

^  ^5fT^ f  1 ^  %  ^57^  #  ^  9<a»ii
^ r f ^  t% ’TT 5 t^  ?fV̂  ?TR- 

%  ^ P T t  #  ^  I ^  ^  ^  "̂ ffV 5 ^ T T ^

f  f e r v i  ^  ^  ^
2 f r ^  ^  I f r r r  ^  ^  t ?:

^  ^  ^ n f w ^  ap̂

^  % f%  ft?TZ ^  ^  f  ^

^  ^  ?HTT ^  frm ^^ft ITT
^  »fnT ^  ??% ^  ^  H<l ^
3 iT ^  t  I ^  ^  w r ^  5 n t f ^

5RT?: ^  ^  ^ ? r f ^  %

^  t ,  ^r+H ^  5rr^^rft 
^  f^^TPff ^  ^  ^  ^  ^

»T^ ^ d l  ^  t i W I  
q ? ^  t» ^  ^  ^  SIKfiTfT^
SnTRT  ̂’TT ^Si ^f^ft ^  ^
ITPT ’TT ^ t f  ^  ^  ^

^  ^  2pR ^  ^ d ’JTcir
^  3FT ^  ^  ^
^  ^  ^  ^  ^  ti«<M  ^  f i+ d
I ’ ^ $ m R T  ^  ^
frf^  ^  ? rw t 11 ? m  ^rnr
vftifr ^  TFT <?iir>(sr 1% ?T̂ 5crT ^
T^Wr '’TPBr 2?! ^  ^TFK ^  t|[^ *li^

^  t  ^  ^  ^  ^  
^  f ^ T  ^  I

3 t ^  ^  ^  f  1 ^
^3TT^W t  ^ r  CTT i  ?fh:

^  ^  ^  ^ft%  w ^ T ? : ^
sft ^  ?n^ 'STTRT ^ftr ^ftr

f^PT^ 'ddlM ^  ^  ^  ^  ^T<  ^
f R T T  W  ^  ^  ^ T ^ n P F  ^  I

? R r # ^ ' ? r f ^ e ^ f r ^ | T i ^ ’ ^rrfTR: 
^  ^ftr ?TT  ̂ ^  «T|p' ^[|^ «F5RT?

t  f r  W  ^  f e l T  I ^  ^
^  ^>PT f  1%

jnft ^  m w f  ^  w  w n :
^  ^PTiff #  ^  ^  I

w a i  ^  ^  \ w  ^ n n x  ^  ^  
^  m m  TT̂  1 1% p -  m m
^  ^3oR ^  m ^  ^5T  ^
^  ^  t  ‘ ^  ^  ^  ^  ^  
fkm w r^  ^  3̂Fmr

W  #  WT ^  I  I 5jnTT
V t t  t  ^  ^  ^

' T f ^  t»  ^ T w ? : ^  ^  w
t  ^  ?iw OT ^  q r ^  5t ^  I

«T4IT (4ilf^<?l+l~ftrOT) :
W eiT^ ^Tft^, t  ^  #  q f#  q n w  
M ? T ^  ^T T ^ ^  ^  ^  ?TT^ #
?ftT ^  q r  ( # ( tt) ^

( T j ^ f m ^ )  ^  ^  1 % t  
^ ^ r f  ^ d l ^  I W  ^TT ^  ^  ^
|tT ^  e[)̂ »i| ^  f% ?nft ^  r̂pT
?rm T f t  f m  t  I 5TFT ^  T̂TTT>
(^ 5 f |^  # t t ) ^  ^  ^  f w

^  ^  5Ft
Hi{MHK'»l »T^ «!i<̂ l rRT T̂PT
i p r f N w  5 f ^  ^  ^  ^ T W  t  I

W  fev rfw  #  #  TO ^TF^ 
5 ^  m R  mr #  w r
(!lv?T^) ?ftT f e r  ( w )  w l t ^  ^  t  I 
^R" ^  •^ '»n  ^  f^ n rr  'Jiidi
t  ^  ^mrcTT |  
^ 1 ^ 0  d®t» ^  T f  ?ft T^) <1 
f  ? T ^ q f ^ ^ r W  I
^  1%^ ^  ^  *«0'»n "Ft <Jl^<d f  I 9rf¥«T 
3 R  ^  ^TN ^ R T ^  ^  ds?H<Hl^'j|

f  ^  ^  W T  5 F fT ^
^  ^  t ,

^  H  T f ’TT, ^  ^T^ft ^  H «♦> H-M'd 
^  ? T W  f  1 ^  f M ” t i* i5 in i ^  f%  W  

^  ’F^pt'T ^  ^  s(cb|*iI
^ r f ^  ? f k  ^  ^  ^

t ^ ^ f t w  3Ft ^  ^  ^
w t w  ?ftT  t ^ ^ f t w  *rt ^

% l^n r 'T‘<t^ «i®m i I ^  ^
W 1 ^  ^  T ^  i  ^  t W f ^  ^n^q^PTt 
^  ^  ^  ^  '3T«r HTi^Mi w  I h4>h

^snw  ^  ^  ^  q r  c r f ? ^
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3ft 'JUTcTT
^  ^  ^  szrrrn: ^  t

'Sft ^  ^PiT
^  jfTffff ^  ^  ^  I

^n7T> ^  ® 7 P T  ^  ^  I ^
^  ^  ^  ^  ^ r f r t  f ^  #  ^  

^  ?j5RrnT ^  ( ^ )  I
P̂TT ^  fwTZTT ^rrar t ,  ^  ^  #

^i^rt ^  *Tfir ^ d l  ^

w T  >ft f r  t»  ^  ^  ^  ^
^=rr^ ^  ^  ^  3 TT^
^  ^  ^  ?TRT ^^Tffft I
W T  ^  ^tTvT^ r^ q C T 'd  ^  ^  ^  
^  f5^ftT5=^ ^  =^rTRT w  %

t  ?rrT qf# WTT̂
^  #5Ff5rrf^ ^  I

?T  ̂ ^  f k ^  % 5 ^  +^»il -ql^al
^  ^ r t r  ^  ^  ^  ^

R̂ym ^  T ^  I: I t  ^snw f
«pkm1<̂ i«t ^  ^  

«fV ^ + R  ^3TH^ «ft ^  ^  
^ z f t x ^  ^?rqf^Tzft ^  ’TT ^  ^  +l^^l ^
ri<iiMl 'Jiidl ’TT f^R ^  'jiiKI '+iH<l 
'Jl»l<ll ^  *T^ ’Ti^RTT ’5TT I ^R ^T T  % 
^M<rcf-5fH ( ^ 5 ^ )  #  ^  ^

f w  ^3iT^ Wnff #  f w
^snw  ^  ^  ^  % f^^?T R T

m f^  ^  I ^ f  ?T^

^  ( ^ )  ?^Rff # t  I ^
^  ^  ^  T̂TSf Nxî KT
9f^R T ^srr^ I riP+H ^  ti*i5idi g  i%  ^  

+KM^<^H ^  t I ’TT ̂  1% ^
^R[  ̂^  T t  t ’, ^  ^  ^
( m t )  T O  ^  I ^  ^  ^ -  

( ^ f̂Tffcry K ) ? n ^  |  ^  ^  ^
'3TRTT ^  ^rf^R" <iW ^ d r  ^  iV
^  im = f h ^  ^  ^  t  ^  ^
^  ^  t  ?rk  ^  ^  ^WTT ?TFr m  
3̂fJ7̂  t  1 % 5p ^

g  f v  5 m  m  ^  V R T T t t^  ^R R T  ^  t  ^  
?ft ^  iR T ^  ^

»̂TT̂  ^  T^ <!̂ f*t»H ^  ^  'ETPT T̂PT VTT 
^  «m <h1̂ *̂ m (iiT*r
f*FFr) ^  ^  ^  TK

(tZTT̂ T) ^  ^rsiT ^  
T ^ f% OT ^  ^ R ff  #  ^  ^

^  ^  ^ T » r r  f  ? f t T  t  I ^ i K -
q ^

W2TT t ^ ,  ^  ^  5 ^  «|-̂ <ll OT
f ^  q ^  ( T f ^  f ^ )  % ^  ■'?f>iff
"Ft F̂̂ T ^

f  I ^  % ^TTT ^  « ^ < i
^  ^  f% ^  F̂T̂  ‘T>̂<ll ^  ^  ?ft»ft
^  ^TWr ^  fV ^^RTt #  t. i

^  %̂T?r % «?n<i't ^  q ^  ■«4H'‘ii f%
^  ^  ^  ^FTW T| t  ^  ^
WTT w  ^  ^  m f ^  ^  T?: ^  
f+l^i q r ^R’ ^ t^  ^  % ^^RTt
% WHRTTO r ÎTT ^

t  ^^Idl #  ^fT ^^t^ t  %

(^m^) I, ^  T?: ^
^jPfT ^  «|^M  >a!^<d ^  I h I+H ^  % 1%^

t  ^  ^  ^
^  ^  W TT ^  ^  ^  ^  ^<+K ^
îT̂ rrf ^  ^vtrrt q r t ?:

^ t ^  r̂r f̂ FT ^  ^^*Tl q r  ^^hrr r>i»i %
^j^Tcft ^  ai<r<i'?i ^  I

^  % ^«T ^  ^  ^ F ^  ^r^dT i
?rrr ^Ft^ftqrft^ ̂  t|  t  4‘ ^ ~
?r̂ TT I  f% ̂ ft^sftq^xf  ̂ % t̂M
^ ?rnT ^  ^ ^wr
t  I ’i n T T  ?rnT f w  w f r %  4 .r< M ^ < i(M  
2TT ^  ^TTTTfrt  ̂ ^  f% ^^RTt 
% W ^  ^  ^  ^  ^  ^¥tlft %
^FTR ^  f^FTOTt ^  ?JW
5FTWW ^  ?rk  WT 5[|^ ; r ^

^  ?TRTT ^  ^  I  I w  ^  
f^ ^  ^  5̂?iKr 

!̂T5rr? #  i^zftw ^ w r  i ^  ?r^1w
r̂rq" ^  ^ 1% ^^Rft ^  ^

W R T #  ?rrr ^  ^=?mT^
^nft f^cl ^ 5T*R T̂TT f̂?tf
^ T R 'f t T ^  ^  H H d l  ^  I W  f ^ ,  
F f t ^  t  ? m  % J5tM  ^

 ̂ ”»ii^al j  f e  ^TT̂ flTT̂ R % fll'ifM 
'»^KI dY ̂  %■ ^  2ft +Kh^^^H

T’̂  'STHt ̂ r f ^  I ^
^ <q><^ ^  3T5 ^^RTf # ^
’̂ ^5rrf vifw ît, ^  ^  2TT ^ftrt,
^  ( ^  qiTT^ % ^ 3 ^ ) ^  m
^FTtw (5 F ^  ^ 3 ^ ) ^  ^  ^ITcf
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^  m  ^
^  ^  I ^  ^  ? r r T  ^  ^
2TT ^  ^
^  t  ^  ^JPRR ^  I ? m  
'»1Hri ^  f  ^♦iKi ̂  ^  rn^f¥t
^  4̂><ii ^  ^  ^^icfi

f e r r  ^ T T ^  ^ f t r  ^  ^
^  ^  ^  f w  5TT  ̂ I 3?̂

^  im rpft % +KM)<?tR ^
^  3TT ^  I w  %  ^5TM  % ^ j € \  
^^TPFf #  ^  ^  v r ^  ^  11

^  f  WTK  ^ * T R T
^  ^  ^  ^  ^  VTTTtr^HT ’Sr^T «Rlf
'3TR I ?rnr ^  ^
^  t  ^  %  f g r

?srrT ?hr3t 2ft ^-|<mY<̂ ih ipTO i

Mr. Depiity>iSpeaker: The hon. Mem> 
her has to conclude by 3-15.

T̂T̂ TT % f̂rnr ^  ^
^Tw ? t\t «!i^hi f  ^ftr ^  

t  f ¥  ^  #  
?TFT #  ^  I  f^  U  ^  ^  I t  STTW

^  ^nf^ ir^ ^i^iol rftr tk ^ftN^
% ^iPqci ^  ^  ?iH <^ia) #  ^  ^
^  ^  ^  «m R ) % ^fN- ^  ? fk  fq r 

2 ^  ' i f ^ R ^ i d  I  ^  ^  ? T ^
^  ^  I ( < f t> d » > i )  %
?TFT ^  2fif f W  t  OT #
?rrT +rH^i«n ̂ nrt ^ r fe r  ^  f  ^  w t

^  TRt ^  ^  I #

^  t  ^  ^
t  OT #  ^  ^  f  ^ft’T ^

^  I  ^  5 T ^  I  f %  ^ T R
^  ^  ^rr ^  'd«i ^
^  ?rsrfw  ?. ^  5T^ t  ^HiPt>
^  ^  ^52TKT wc  ^
ftr T T  I  I ^  JT fe  ? I N  I  f %

<M ^  ^i^ial ^  ^  ^  ^  ^  M̂l«4i 3fW 
ri  ̂ ^5TFd t  W  ^  «TT̂  ^
W  ^  f t )  ^  f f T #  ^  I
^  W T  { ^ [ i t ^  q f ^ )
«RT^, r̂t r̂ ( e ^ )  «Fn#, jtt ^  
Ifsftv ?TT̂  ̂ ^  ^  ft) ^̂ 1*1̂

( T P s f t ^  q ^ )  ^  2T^
?pn^f #ftnr ^  ^  w ? m  ^  ^spFt 
^  ^  ft>  ^  ^>T?r ^  I

^  ^  ^TT^^rr ^  ^
t  f t ^  ^  W ^  spt ^  ^

^  I W T  ^  ^  f*T W
H « R f t  '3 R ' f %  W T  W  ̂ ^  * T ^  >
^  ^TT^ f  ft: ^  ^  W  ^  ^^Tftr*r f  
^  ^  'Srn̂  ?t1t ^  ^  f*i*rmi ^  t 
#ftv?r ?TFT ^  ^  ^  '3TFT ^̂ 9RT ftr 
^  ^ ft*T  f '» ld H ^  «M «tn i< < n  %  ^ 1 ^ 1 +  ^  ^  ^  

%  W rT T ftiV  ^  ^  I ^  ^ T R W r
i  ft?  % r T  ^  ^  ^  ^  1 ^
«T f t p T  ^  ft>  s T n m n r  ^  q r  d n ^ i ^  
» 1 T R T  ^  ^STRft M Y I ^

^  ^  ^  ^TTT SFT 3 ft  
( ^ ^ )  i  ^  ^ ^  ^  V P T P T R t  ^  

f W ^ f t  I ^ P P T f ^  ^  ? n ^  ^  T ^  
^  ^  fV ^  't)«l  ̂ (̂ T5T) «t»̂ mI

« f f ? f l T 5 T f t r ^ f ^ f ^ #
2pt ^  ^<aal «ff 1
^ i t c i  ^  l ^ d I  ^  f t )  ^  ^ i < * r i  ^  ^
+ N l ^ < < a  %  ^ a l P « « ^  ^  ^  ^nX3[
? r t T  ^  ^  ^  ^  ^  f t » ^
^  I

arrftrft t̂rt to ^
^ ^ * f l  t  ^  j  f t »

J T f t r ^  q r f ^  ( 5 J T T W  
( ^ i 1 ^ )  %  ? f t T  3 r t  ^

« F t f  o ZTPTTT  ^  f P T  #  # ,  ^3RT% w m l w
^  ^  ^ p p q # 5 R  ^  I f T  ( * i i ^ H  )
#  ^ T ^ r fT T  ^  ^
2T ^  ^ tg rr I  f t t  f t ) ^  v t  » ^ K T  v r q ^ ^
^  ?ft ^  I  ? ( k  f t ^  ^  ^  I t  i T f

i  ft?  ?rrqr ^  f r f t i T  q i f i m t  ( ^  
5 f t f ^ )  5 P T T w ? » Y 7 : f ^ ^ ^  %
^  ^ f t r  ^
$ I W’̂ T^^^ftfTsuf
^  ^  ^  3 T R t

I " w  ^  ^
f  ft)" ^  ^  ^  I
^  f t )  ^  '»l*fl< 5 K ') ^

^ n t^  f ^ ^ r  5 ^  %“ f t *
^  3 f t  f t )  %  » n f t P F

' ^  ^  ^  ^ t  3 n ? ft ^  I v f t ^  *?ft 3 f t  
?rrT ^  I  ^  ?rw ft5ft
(^ m ? rr)  1 1  ip̂ r arn=# ^
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ft? ^  ^
STT7R ITT ^  F̂rR" ^

(TTG^ ? r f ^  
ztIw ) % ^ d l f ^  f t  ^ p r q f ^  $ I

The Minister of Fmance (Shri C. D.
Dcshmukh): Mr. Deputy-Speaker. since 
ix)th Houses have already passed the 
i^ife Insurance (Emergency Provisions) 
Bill which involved the acceptance of 
the principle of nationalisation, one 
might say that the principle of this Bill 
aiso stands accepted. And in that view 
it is hardly necessary for me to tra
verse at length all the arguments that 
have been advanced in the course of 
the present discussion.

In connection with that previous le
gislation there is a small point which 
Shri Gopalan has raised, which does not 
arise here in connection with this ma
jor Bill, and that was about the ap
pointment as Custodians of pe i^ns who 
had expressed themselves against na
tionalisation. It is such a small and per
sonal point that I am surprised it has 
been raised again. But I have looked 
mto the facts of the situation. Actually 
there were. I think, only a couple of 
Custodians who had at one time or 
the •ther occasion to express themselves 
on this question of nationalisation. I 
believe in one case the statement was 
made in 1946, and in another the state
ment made did not amount to opposing 
nationalisation as such. I should like 
to assure the House, although all the 
Custodians will go as soon as this Bill 
comes into effect, that none of the 
Custodians have now any doctrinaire 
dislike of nationalisation. Indeed, they 
are all enthusiastic about their new task 
and they are giving Government the ful
lest of co-operation.

Many of the points raised here are 
points for the Select* Committee to take 
into consideration. Many others seem 
to be intended for the guidance of the 
future Corporation or any other ar
rangements that might be made in its 
place.

There are also some points which 
have been repeated in spite of the 
fact that I gave Government’s reasons 
why we have adopted certain arran (ce
ments, as for instance, one corporation 
or many corporations, the question of 
monopoly, etc. Here again, the pros 
and cons will be before the Select Com
mittee and it will be for them to come 
to a condusion on the issues.

Shri N. C. Chatterjee, following, as 
it were, a Member of the Rajya Sabha 
has suggested that the malpractices were 
permitted to thrive only because of 
slackness of the administration. That 
reminds me of the attitude which was,, 
according to vidushaka, adopted by 
Dushyanta in Sakuntala. When he was 
very tired after the chase, the king 
asked him why he was tired. Madavya 
(vidushaka) replied :

‘You poke your fingers in my eyes 
and ask me why I am sheddbg tearsV 
It seems to me that the attitude taken 
up by the private sector almost 
exactly similar. In any case, not many 
illustrations have been given of the way 
in which there was slackness in the 
administration. Indeed, it was only after 
the decision to nationalise was announc
ed that for the first time we heard that 
the Controller of Insurance was neither 
strict nor adequate. No Chamber of 
Commerce, or industrialist or business
man has been known until now to have 
complained of slackness of Government 
control. There is an executive commit
tee composed of representatives of life 
insurance companies and the only oflS- 
cials on that committee are the Secre
tary of the Department of Economic 
Affairs and the Controller of Insurance. 
The main object of this Committee is 
to seek ways and means of improving 
the standard of the conduct of life insu
rance business. At no time has this 
committee complained of slackness of 
control. On the other hand, their com
plaint, if any, had been that there was 
too much of control. In fact, there 
never has been slack control so far as 
insurance is concerned, although we 
have admitted that in the case of com
pany law, the administration was not 
all that could be desired. The great dif
ficulty in the case of insurance and the 
method of control is that it can achieve 
its maximum result and function most 
effectively only if those whom it sets 
out to control behave in a fully co-ope
rative manner. That co-operation has 
not been forthcoming whatever any
body might say today.

Even at the risk of repetition, let me 
again state that the life insurance in
dustry itself was not desirous of making 
any efforts to put its house in order. 
Then, no control, however vigilant or 
however efficient, could have stopped 
the kind of malpractices that I had oc
casion to mention. I must give you a
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few illustrations to show how external 
control can be rendered powerless. One 
insurance company purchased a certain 
building from another concern under 
the same management at a price of Rs. 
1 crore. The company had not one, but 
two certificates from valuers to support 
the price paid. But, latei wnen a search
ing investigation was made, it turned 
out that the price was excessive. 
Again, loans to companies under the 
same management are prohibited by the 
Act. But, several companies had found 
ingenious ways of circumventing this 
provision. Instead of giving a loan, 
shares belonging to another company 
that needs loans are bought earlier 
in the year and at the same time, a 
coniract is entered into for resale of 
^ese  shares to the same company at 
an agreed figure, and the sale is to be 

the end of the year. Surely, the 
House will agree that, in fact or in 
effect, this is a loan. How is the Gov
ernment to know that investment in 
shares is nothing but a cloak for a loan? 
Then the board of directors of an 
insurance company followed the practice 
of handing over considerable amoimts 
of money to the directors for invest
ment. These moneys remained in the 
hands of the directors for quite a length 
of time. Later, during the course of 
the investigation into &e affairs of that 
company, the investigating auditor came 
to the conclusion that the arrangement 
constituted the giving of a loan. Yet, the 
Controller could never have stopped 
these arrangements because these tran
sactions were not shown in the returns 
at all. The amounts lying with the direc
tors were shown as amounts in the cus
tody of the companies. Even if the de
partment had come to know of this ar
rangement and had objected to it, I 
am sure that these very people would 
have turned round and said that it was 
an unnecessaiy interference with 
management. There is the usual prac
tice of speculating with the funds of 
insurance companies on the principle 
of heads I win and tails you lose to 
which I made a reference in the earlier 
speech. I say usual because, that this 
practice is common is brought out by 
the financial journal from which I 
read an extract the other day. Again, 
I would remind you of the instance I 
gave of debentures floated for the ex- 
pess purpose of their being foisted on 
insurance companies under the control 
of the management. The insurance com
panies were, as I said, at that time 
the only subscribers. These are only a 
few illustrations of the type of

malpractices which characterise the 
working of many insurance com
panies. All these instances relate
not to the small or bad companies, but 
to companies which had well known 
boards of management. It is difficult to 
say with what kind of strictness the
Controller could have stopped them be
fore these malpractices occurred. The 
Controller can only act on the basis of 
information which he derives from the 
statutory reports, certified in the pres
cribed manner by the board of directors 
and auditors and if necessary supported 
by certificates of valuers. Only where 
an analysis of the returns reveals an 
irregularity or malpractice can he act 
Whatever may be said today by my 
triends, they would all have opposed 
with the utmost vehemence any pro
posal made by me that the Controller 
should be given the additional authori
ty he would have needed to prevent the 
types of malpractices I have indicated 
above. For instance, I would have had 
to ask the House to authorise the Con
troller to appoint an officer within an 
insurance company to supervise every 
single transaction of investment if the 
Controller felt,—just felt—that he could 
not trust the management. I could have 
even asked that power be given to him 
to appoint a Chairman, a managing 
director of his own choice or cff the 
Government’s choice wherever he felt 
mat such a course was necessary. In 
fact, the degree of control that would 
have vested either in the Government 
or in the Controller would have been so 
extensive that I am sure certain of my 
friends would not have welcomed such 
a proposal at all. But, as I pointed out, 
all this is really not very material be
cause, as some of the speakers towards 
the end have pointed out, this step has 
been taken not only on account of mal
practices, but on account of many other 
weighter reasons: our philosophy in this 
matter, the requirements of the Plan, 
the necessity of giving absolute securi
ty to the policy-holders and the desir
ability of spreading insurance to the 
rural areas. That is all I need say in 
regard to nationalisation except per
haps to debunk this particular claim 
also that it was highly creditable on the 
part of the private Indian insurers to 
have achieved a big increase in new 
business between the years 1938 and 
1954. There has no doubt been a signi
ficant increase in business during the 
penod referred to, but while consider
ing this record one must bear in mind 
whether the increase has been effected 
at a reasonable cost and whether it ha? 
been or has not been accompanied by
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undesirable practices, and finally bow it 
compares with tbe experience of other 
countries. During the same period, the 
renewal expense ratio of the best 
managed companies has been steadily 
going up. So, the expansion has not been 
an achievement of unmixed merit. The 
significant increase in 1954 was due to 
a considerable extent to the substantial 
reduction in the premium rates. In the 
craze for new business many companies 
went to the extent of encouraging their 
old policyholders to lapse their policies 
and to take out new policies to take 
advantage of the reduced rates. As the 
President of the Life Offices Association 
himself remarked, they had the pleasure 
of re-writing old policies. This practice 
which is known as “twisting” brought 
benefit neither to the companies nor 
to the policyholders. Part of the increase 
was also due to the introduction of staff 
schemes. They were staff schemes only 
in name. These schemes were accom
panied by so many malpractices that the 
industry itself decided to end such 
schemes.

While judging this increase— t̂his al
leged increase— în new business, one 
must remember that the War and the 
post-war inflation was much greater 
and the contribution to the war effort 
relatively less in this country than in 
many other countries. If, therefore, we 
ignore the period between 1935 and 
1946, the increase in business is only 
of 36 per cent, the lowest for all ad
vanced countries for which information 
is available. In fact, countries like 
Japan, Italy, France and Turkey which 
are also as poorly developed in the 
matter of insurance as India, showed 
increases rangmg from 197 to 547 per 
cent

Then, certain hon. Members have re
ferred to the necessity of considering 
the nationalisation of general insurance 
and starting cattle insurance and crop 
insurance and setting up a separate cor
poration for rural insurance, health in
surance and what not. All these are 
very stimulating ideas, but I think Gov
ernment should be given some time to 
'digest them, work them out to see what 
their implications are, and, as the Spea
ker has already ruled, so far as this 
Bill is concerned, its scope cannot be 
expanded to accommodate the working 
•out of ideas of this kind So that, if I 
ignore this, it should not be taken as

proof of lack of sympathy with the ob
jectives of those who have made these 
suggestions, but I repeat these are very 
difficult questions so far as cattle insu
rance and crop insurance are concerned, 
and I doubt whether in our country 
conditions exist today which would 
make it possible to establish such insti
tutions on any but a pilot or experi
mental basis.

Then, there was the point m ade .. . .
Shri A. M. Thomas (Emakulam): 

Will not nationalisation of motor insu
rance, which is sort of compulsory in
surance, be the most easy and the 
most simple one?

Shri C. D. Desfamukfa: 1 imagine so. 
I have not included that in this cs^le 
insurance, health insurance and crop in
surance. 1 have no doubt that once the 
Corporation gets into its stride, it will 
cast its eye on any other form of in
surance which could be taken over, but 
I do not wish to threaten and I do not 
wish to prognostigate. It will be for 
the Corporation to find out what its 
strength is, what its capacity to bear 
other kinds of business is.

I referred to co-operative insurance 
companies because it was suggested that 
they should be allowed to continue to 
do business. You will remember that 
an amendment to this effect was moved 
in this House as well as in the Rajya 
Sabha while considering the Life In
surance (Emergency Provisions) Bill, 
and the amendment was rejected. I 
myself think it was out of place in con
nection with that Bill. Anyway, the 
reasons for the rejection are good, and 
they were, firstly, that nationalisation 
can achieve best results only if the 
scheme is a monopoly. It would not, 
therefore, be appropriate to allow a 
section, of insurers to continue in busi
ness. The other one was that only a 
nationlised scheme can guarantee com
plete security to the policyholders. We 
should not expose even a section of 
the insured population to possible loss 
under their policy contracts. Co-opera
tive insurance societies cannot afford 
complete security which the State alone 
can. The third reason was that exempt- . 
ing co-operative societies would mean 
discrimination between different classes 
of insurance companies.

That brings me to this question of 
monopoly on which, notwithstanding 
what I said before, many speakers have 
made observations. I can only repeat
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that as things stand in this countiy, 
whatever the experience of other count
ries might be, it is not possible for the 
State to compete on level and fair terms 
with the private operators. We have 
found that out by bitter experience in 
managing a certain number of compa
nies which we have had to take over 
under the Insurance Act. Therefore, 
there is no room for co-existence in this 
particular sphere. Peaceful or otherwise 
there cannot be any co-existence here.

A point was made by Shri Asoka 
Mehta that foreign insurers who ceased 
operations in India before 1938 and 
to whom the provisions of the Insurance 
Act do not apply should also have been 
brought withm the scope of the Bill. 
When in 1938 the Insurance Act was 
enacted an assurance was given to 
foreign insurers that such of them 
as wanted to stop new business in India 
could do so and that in that event the 
Act would not apply to them. Not more 
than half a dozen companies availed of 
this concession. This was in 1938. By 
virtue of section 2 (e) of the Act, they 
were exempt from the Act. They do 
net submit any accounts, nor are they 
required to hold assets in India, not 
even a deposit. It would, therefore, be 
impracticable in our opinion to take 
over the business of these companies 
also as there is no guarantee that suffi
cient assets would be available in India 
to meet the liabilities owed to the policy
holders. The interests of the policy
holders, therefore, would be best se rv ^  
by leaving them to be looked after by 
the companies with which they were 
insured and about whom no complaints 
have been made by the policyholders. 
Also, since no new business has been 
done in India by these companies since 
1938, the business in force must be 
comparatively small.

Then there was another point in 
regard to the scope of business,—and 
that was raised by the same speaker,— 
namely, that just as all policies issued 
on the lives of foreigners are being re
patriated, we should take steps to 
transfer to the Corporation all policies 
taken out by Indians on fo re i^  com
panies outside India. On reflection, the 
hon. Member will find that his sugges
tion is not practicable. Indian business 
of foreign companies is already being 
taken over, but as regards policies taken 
over by Indians with foreign companies 
as part of the non-Indian business, they

could not be repatriated as we have no 
control over that business. In other 
words, it is open to us to agree to aa 
arrangement, but insurance is not being 
nationalised in the other country, and 
unless that other country makes a simi
lar gesture, there could not be any re
ciprocity in this respect.

There has been a general point made 
that we should extend business into the 
villages. One could have no quarrel 
with such a suggestion. But I doubt 
whether it could be implemented in 
the manner suggested by the last speaker, 
namely by the establishment of a sepa* 
rate corporation. It seems to me that 
that would be concentrating too many 
new risks, or risks of a new business, 
in one corporation, and that our present 
scheme is much the better one, of trying 
to amalgamate all this business and try
ing to spread the habit of insurance into 
the rural areas.

The next point raised was that con
tracts should not be reduced even in the- 
case of insolvent companies. I have 
dealt with this point in my opening: 
speech, and I had assured the House 
that while I could give no definite com
mitment, I would treat the policyholder 
generously. So, the House may rest as
sured that we shall take every possible 
step against delinquent persons who 
have misappropnated policyholders” 
money and thus we shall place ourselves 
in a position to the best that we can, 
for the policyholders.

As regards the suggestion that the 
shareholders of such companies should 
not get any compensation, we do not 
understand how this question can arise 
at all, because by definition, these com
panies have not anything left return
able to the shareholder. Policyholders 
are creditors, and their contracts can 
be reduced only after appropriating the 
moneys of the shareholders to the full.

There have be^n suggestions made in 
regard to the investment policy of the 
corporation. All I can say at present is- 
that the corporation will be ^ id e d  by 
the advice given to it by the investment 
committee which will be constituted for 
this purpose, and on which there may 
be, l^ id es the members of the corpo
ration, others who have expert know
ledge of the subject. It is our intention 
to mdicate in a broad manner what 
type of investment the corporation 
should avoid, and which particular 
types of investment it should view with 
favour. The investment in ventures es
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tablished in pursuance of the Plan 
would be given preference over others, 
and the investment policy would be 
governed in the main by major consi
derations such as the interests of the 
policyholders, and the interests of the 
development envisaged in the Second 
Five-Year Plan and subsequent Plans.

In this connection, I would refer to 
the observation made by certain Mem
bers that the money collected in the 
rural areas should be spent for the deve
lopment of the rural areas. I think that 
shows some kind of dimensional error, 
because the moneys that we are likely 
to collect are going to be very much 
smaller than what we are spading 
today on the rural areas. All our invest
ment in irrigation works, minor irriga
tion works, improvement of agriculture, 
community projects, national extension 
service, local development works, rural 
social welfare projects and so on, is 
for the betterment of the rural areas, 
and against all these dimensions, what 
we might recover at least in the period 
with which we are immediately con
cerned, would be like a drop in the 
ocean. Therefore, I do not think that 
there is anything to be gained by mak
ing this artificial distinction.

One Member enquired as to the in
vestment of the insurance companies in 
the shares of the Industrial Credit and 
Investment Corporation in India. All 
the investments of the insurance com
panies will undoubtedly be reviewed by 
the corporation, and suitable action will 
be taken to dispose of such investments 
as are unlikely to be profitable or are 
in conflict either with undertakings 
given or with broad policy.

In so far as the investment in this 
particular corporation is concerned, 
possibly the point that the hon. Mem
ber has in mind relates to the assurance 
given by us that it will not interfere 
with the management of that body. That 
certainly still remains the policy of 
Government, and this policy will riot 
be affected by Government having be
come almost as it were by accident the 
possessor of quite a si^ificant share
holding in that corporation.

A suggestion has been made that 
there should be an all-India National 
Insurance Council. I cannot say that 
we have any strong views for or against 
this suggestion, and it will be for the 
Select Committee to give some deeper 
thought to this.

Many speaker have devoted thd r ob
servations to the way in which the cor
poration should run its affairs, that is 
to say, how it could combine the ad
vantages of both autonomy and co
ordination. Shri Asoka Mehta has sug
gested that relatively little attention 
appears to have been paid to organisa
tional problems like this as compared 
with the problem of compensation. That 
a proportionately greater part of my 
speech was devoted to this question 
should not be taken to mean that some 
thought has not been given to this 
organisational problem. In fact, the 
h ipest priority has been given to this 
question right from the outset. And if 
we have indicated the organisation of 
the corporation only in broad outline,, 
it is not so much due to lack of think
ing but because the detailed considera
tion of the large number of inter-con
nected problems indicated that rigidity 
should at all costs be avoided, and I 
think in this most hon. Memters are 
agreeing. We feel that the corporation's 
discretion should not be fettered in any 
way by definite decisions on a number 
of problems in regard to which statu
tory prescription could result in a lack 
of flexibility, making the already diffi
cult task of the corporation much more 
difficult.

We are all agreed that the corpora
tion is to be an autonooious body run 
on strictly business lines. Whether one 
agrees with the word ‘commercial lines’ 
or others is a matter that can be consi
dered in the Select Committee.

The central office of the corporation 
would be primarily concerned with the 
formulation of policies relating to ma
jor matters like premium rates, invest
ment policy, staff regulations, conditions 
of service, internal audit and inspection, 
w i^  a view to maintaining a degree 
of uniformity in the working-standards 
of the zonal organisations. T^ese orga
nisations will be autonomous also with
in the sphere of the duties assi^ed to 
them. They will be concerned with the 
actual procurement of business, deve
lopment, planning and review, valua
tions, recruitment, training of staff, 
supervision of divisional offices etc. The 
corporation’s autonomy would be limit
ed only by the directions which Govern
ment would give from time to time. 
And I find it difficult to agree here 
with Shri N. C. Chatterjee that we 
should try and specify the subjects on 
which such directions could be issued.
I think the executive owes it to this
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House that there should be no fetter on 
its power of issuing proper policy di
rectives to the corporation. The Govern
ment must retain the right to guide the 
Corporation as to the lines on which 
the business of life insurance is to de
velop, because the issues involved are 
far wider than what can be encom
passed by the specific duties of the Cor
poration. Now, it is not the intention 
to interfere with the day to day work
ing of the Corporation, unless it is 
found that the Corporation is dis
posed to proceed along lines which are 
in conflict with the broad public poli
cies approved by Government. So our 
approach is very much on the lines sug
gested by hon. Members, namely, ma
ximum delegation of powers, conferring 
of maximum autonomy at all levels and 
at the same time making arrangements 
for ensuring an adequate degree of co
ordination.

There was some question about the 
specification of the composition of the 
Corporation: I have not yet received 
any indication of a scheme, although 
hon. Members have suggested that 
pohcyholders should be represented, 
employees should be represented, the 
field workers should be represented, in
deed, one Member went to the length 
of saying that all MPs and presumably 
all MLCs and others, should be re
presented either at the central level or 
at the State levels. But I feel that that 
is merely a counsel of perfection. I 
should be reluctant to heaping these ad
ditional responsibilities on Members of 
Parliament and legislators who are al
ready hardworked. I doubt whether a 
body so constituted could work very 
well in discharging its day to day busi
ness. That does not mean that it will 
not be open for members of legislatures 
to spread the gospel of thrift and insu
rance in the countryside and in their 
constituencies.

I dare say that the Select Committee 
will try to grapple with the question of 
whether it is desirable to lay down spe
cifically the categories of people who 
should form the Corporation. If I 
might make a guess, it will probably 
come to the conclusion that it is better 
to leave the matter open, at least for 
the time being, till we gather a little 
more experience. As you are aware, it 
i& not a question so much of defining 
^tegories as of grabbing the bodies, 
that is to say, of getting the right kind 
of personnel to man both the central

Corporation and the Advisory Commit
tees of the zonal bodies.

There was, a suggestion that there 
should be as many zones as there are 
States. We feel that too many zones 
would create difficult problems of co
ordination. On the whole, taking all 
factors into consideration, we might 
make a beginning in the way I have 
stated, namely, with four zones. Each 
of these will have under it a number 
of divisional offices. The territory of 
these divisional offices may coincide 
with the State’s boundaries. There may 
conceivably be more than one divisiond 
office in a State. But if the business in 
a zone expands beyond the point where 
it could be managed satisfactorily by a 
single zonal office, there is nothing to 
prevent-the Corporation from having 
more zonal offices, not zones, Provision 
for creation of additional zonal offices 
is already contained in the Bill.

Many hon. Members have, I think 
rightly, been concerned about the emp
loyees and the terms and conditions of 
their pay. I think, as you yourself had 
occasion to point out, there is a certain 
amount of misunderstanding in regard 
to clause 10. It preserves the status quo 
till the Corporation takes a view. Sub
clause (2) is really meant to deal with 
these abnormal cases—some of them 
have already come to our notice—of 
obviously excessive pay. I do not believe 
that the process of rationalisation holds 
any threat to the normal or ordinary 
employee of the Corporation. It is our 
desire to see that all the staff that we 
have is gradually absorbed in expanding 
business rather than to retrench now 
and try and get hold of these experienc
ed people afterwards when, as we hope, 
business will expand.

In regard to the details of appoint
ment of a Pay Commission and so on and 
so forth, I think these matters had best 
be left to the C oloration itself. Simi
larly, I do not think it is right or de
sirable that the grading of the staff 
should be done by the Union Public 
Services Commission.

As regards the field workers, obvi
ously it could not be our intention to 
dispense with the services of all agents. 
But there may be room for difference of 
opinion in regard to the utility of some 
sections or some category of agents. 
These are matters into which the Cor
poration will have to go very carefully. 
1 do not think it could be the claim of 
most hon. Members that no retrench
ment should be executed at any cost.
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because if we are not getting work for 
the money that we are laying out, then 
1 do not think we shall be doing a very 
good turn to the policyholders whose 
interest must be supreme so far as we 
are concerned.

Then there was a question about the 
work to be allotted to the tribunal. 
Now, apart from clauses 13 and 14, 
this would mean scrapping the provi
sions relating to compensation given m 
the Schedule, and we believe that it 
could result in endless disputes and de
lay in the payment of compensation. 
Laying down the principles of compen
sation in the Bill itself would not only 
be fair to everyone but will also give 
Parliament an opportunity of endorsing 
the principles o f ' compensation. Alas, 
these matters are so cornplicated Aat 
there is no single or uniform principle 
that can be applied in giving compensa
tion for banks, insurance companies, 
land acquisition and various other 
things. Each matter has to be decided 
on its merits.

We have already given our justifica
tion for the scheme for payment of 
excess assets and compensation to 
foreign insurance companies. The com
pensation is paid not for the loss of 
paid up capital but for loss of future 
earnings from insurance companies.

[Mr. Speaker in the Chair]

Lastly, there are small points about 
rules not being operative until Parlia
ment has an opportunity of examining 
them. We feel that if the rules have 
to be approved by Parliament before 
they become operative, it might unduly 
delay the setting up of the Corporation.
I might add that the rules framed 
under the Insurance Act do not require 
to be approved by Parliament.

A suggestion has been made that the 
application of the provisions of the In
surance Act, 1938, should not be left 
to Government and that Parliament 
should decide which provision should 
apply; indeed, one Member seemed to 
be under the impression that it was 
the Corporation which was going to 
decide this. If he will read the section 
again, he will find that it is the Gov
ernment which decide. It is our inten
tion to discuss this matter informally 
at the Select Committee with a view to 
arriving at decisions as to the sections 
which should be made applicable to the 
Corporation.

Last of all, I shall think there is a kind 
of timidity on the part of hon. Mem
bers in regard to this whole business of 
nationalisation.

Their mind is tom between hesita
tions and they seem to be like the 
bhramar in Shakuntalam who, when he 
was facing a kund flower wtdch had 
somewhat frozen.—

^  ^  1̂1 I

They do not wish to go forward, yet 
they do not wish to leave it alone. My 
advice is that they should go ahead 
with a spirit of courage.

Mr. Speaker. The question is:
“That the Bill to 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 
control of the business of the Cor
poration and for matters connected 
therewith or incidental thereto, be 
referred to a Select Committee 
consisting of Shri B. G. Mehta, 
Shri Syamanandan Sahaya, Shri 
Anirudha Sinha, Shri S. K. Patil, 
Shri ShrimM 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. Venka- 
taraman, Shri Tek Chand, Shri T.
N. Singh, Shri Tekur Subrahman- 
yam. 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. Gurupada- 
swamy. Shri K. S. Raghavachari, 
Shri Tulsidas Kilachand, Shri U.
M. Trivedi, Shri G. D. Somani, 
Shri R. Velyudhan, and the Mover 
with instructions to report by the 
16th April, 1956.”

The motion was adopted.

Mr. Speaker : I appoint Shri B. G. 
Mehta as Chairman of the Select Com
mittee.




