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[Secretar)']
C la u sel7

16. That at page 7,—

for lines 32 to 35, substitute^'

“(b) secondly, upon the heirs of 
the husband;

(c) thirdly, upon the mother 
and father;

(d) fourthly, upon the heirs of 
the father; and

(e) lastly, upon the heirs of the 
mother.”

Clause 18

17. That at page 8, line 25,—

for “clauses (c), {d) and (e) of 
sub-section ( 1 )” substitute “clauses 
{b), {d) and (e) of sub-section ( 1 ) 
and in sub-section (2)'*.

Clause 19

18. That at page 8, line 31.—

for “sections 8, 10, 12, 13, 17,
25 and the Schedule” substitute 
“sections 8, 10, 17, and 25’*.

19. That at page 8,—  

omit lines 40 and 41.

20. That at page 9,—  

omit line 1 .

21. That at page 9,—  

omit lines 14 and 15.

Clause 25

22. That at page 10, line 30,—

after “has been deserted by** insert 
“or has separated from”

23. That at page 1 0 ,' lines 30 and 
31,—

omit “whose husband has left no 
dwelling house”

Clause 31

24. That at page 11, line 16,—  
for “go to”  substiute “devolve on”

Clause 32

25. That at page 11,—

for lines 25 to 29, substitute—  
'"Explanatioru— T̂he interest of a 

male Hindu in a Mitakshara co
parcenary property or the interest

of a member of a tarwad, iavashi,
illom, kutumba or kavaru in the 
property of the tarwad, tavazhi, 
illom, kutumba or kavaru shall, 
notwithstanding anything contain
ed in this Act or in any other law 
for the time being in force, be 
deemed to be property capable o f  
being disposed of by him or by her 
within the meaning of this sub^sec- 
tion.”

26. Renumber clause 32 as sub-clanse-
( 1 ) and afler sub-clause ( 1 ), add—  ,

“ (2) For the removal of doubts 
it is hereby declared that nothing 
contained in sub-section (1) shall 
affect the right to maintenance of 
any heir specified in the Schedule 
by reason only of the fact that 
under a will or other testamentary 
disposition made by the deceased 
the heir has been deprived of a 
share in the property to which he 
or she would have been entitled 
under this Act if the deceased bad 
died intestate.”

The Schedule

27. That at page 12,—

(i) Line 5, after “widow” , insert 
“mother” and

(ii) line 1 1 , omit “mother” .

ESTIMATES COMMITTEE 

w e n t y - e i g h t h  e p o r t

^  ^  I

LIFE INSURANCE CORPORATION 
BILL

Mr. Speaker: The House will now 
proceed with the further consideration 
of the following motion moved by Shri 
C. D. Deshmukh on the 18th May,. 
1956, namely*—

“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 atid to 
provide for the regulation and con
trol of the business of the Corpo
ration and for matters connected'
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therewith or incidentaMliereto, as
reported by the Select Committee,
be taken into consideration.”

The time allotted is six hours, of which 
one hour and ten minutes had 
been spent and four hours and fifty 
minutes remain. Seven hours are allot
ted for the clauses and one hour 
for the third reading. No hon. Member 
was in possession of the House when 
the House rose the other day. I am 
HOW calling Dr. Krishnaswami.

I 1 -47 A.M.

Hr. K rishnasw am i (Kancheepuram): 
My hon. friend, the Finance Minister, 
while introducing this Bill, explained in 
detail the reasons which prompted the 
Government to undertake nationalisation 
of life insurance. I do not think it is 
relevant for us to go into the reasons 
which prompted the Government to 
undertake the nationalisation of life in> 
surance. There are some reasons, some 
not so good and some dubious which 
we should leave to historians far re
moved from the passions of our times to 
pronounce on the validity of the
grounds that prompted Government to 
natiohahse life insurance.

The main questions which face us to
day are of a different nature. Is this 
measure which has been introduced for 
the purpose of constituting a life 
insurance Corporation calculated to 
promote a larger volume of insur
ance business ? Is it likely to tap the
savings in our rural sector and bring
about a greater development? I have at 
the outset to express my concern at 
the manner in which we have* dealt 
with these problems. We are, according 
to the scheme of the Bill in clause (3) 
to have a single Corporation to manage 
and administer life insurance. But, why 
have we shown a preference for a single 
Corporation,— a veritable monolithic 
structure? The greatest disadvantage that 
ensues from having a monolithic struc
ture is that we would have no norms 
whatsoever to judge the performance of 
this Corporation. Had we elected to have 
five or six corporations operating 
throughout India, we would have much 
better,opportunities to find out which 
of the corporations operated better than 
the others. ,

As it is, there are two checks on the 
working of the Corporation, There is 
the check which would be exercised by

the Finance Ministry, there is the check 
that would be exercised by Parliament 
under section (29) of this Bill. But, it 
would have been infinitely better to have 
had an additional check exercised on 
the working of this body by giving scope 
to the market and the consumers' 
choice. If one particular corporation 
operates better than the others, with the 
same premium rates, with the same in
vestment policies, with the same scale of 
salaries, then it would be an obvious 
indication to Parliament that there is 
scope for improvement on the part of 
the other Corporations. We must reafise 
that insurance after all is a form of ser
vice, supplied to customers and the 
usual tests like workloads applicable to 
transport and other industries are out of 
place in the sphere of services. In the 
case of nationalised industries like in
surance where all variables are constant 
the only variable that can make any dif
ference is managerial effort, drive and 
initiative and this is precisely what we 
wish to judge and encourage in this 
nationalised undertaking. The argument 
urged with some force by many of my 
colleagues in the Select Committee, that 
there would be duplication of services, 
is of relatively minor importance. In the 
first place, if there is duplication of ser
vices by the sheer law of probability, 
the performances would not be anything 
like *so great’ and corporations are not 
likely to persist in a field where returns 
are not commensurate with efforts made. 
Secondly, the argument ignores the 
possibility of an enterprising manager 
entering a new field, and by his initia
tive, attracting new custom. But assum
ing that there is duplication of services 
— and there is always some duplication, 
of services in the distributive sphere— it 
is a price which the consumer has to 
pay, and I do not see any reason why 
insurance should be different from other 
distributive services. If there is to be 
a single monolithic corporation, as en
visaged in this bill the temptation would 
be for managers to sell insurance on 
the principle of ‘take it or leave it\ Is 
this fair to the consumer? Unless we 
have some assessment of costs and bene
fits in our nationalised industries, our 
judgments are likely to go awr\\ In the 
case of the State Bank of India, which 
this House brought into being, it was 
expected that we would have 400 bran
ches in 5 vears. This development 
was envisaged bv the Rural Credit Survey 
Committee which drew up a nice, 
neat, logical pattern of economic deve- 
looment, of paced banking development. 
What has happened? The Chairman of
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the State Bank» in one of his recent 
speeches, pointed out that he could not 
start more than 20 new banks in the 
first year of the activity, and these 20 
new banks curiously enough were en
visaged by the old Imperial Bank of 
I i^ a  as part of normal development.

What I suggest is that recently in 
planning for the development of our 
country we have tended to discount 
consumers* choice and the market, and 
have relied on logical schemes prepared 
by experts which may have their value 
but are in no case a substitute for the 
consumers’ choice and market prefer
ences. This is an unfortunate trend and 
no Finance Minister worth his salt 
should countenance it.

What is to be the constitution of the 
Corporation? I cannot a^ee with my 
friend the Finance Minister when he 
suggests that they have taken all steps 
possible to assure protection to all in
terests. The jwlicyholders who own the 
Conwration, in the ultimate, have been 
left in the cold. After all the share capi
tal of an insurance corporation is an in
significant amount compared with the 
amount paid by policyholders. What 
could have been more logical, Mr. 
Speaker, than to have provided for 
directors being elected by policyholders? 
Particularly in the new set-up, we have 
to realise that all forces will be arrayed 
against policyholders. The representa
tives of the State will look upon insur
ance primarily as a source of Govern
ment revenue. Probably, if there are re
presentatives of labour they will be in
terested in the scales and salaries of em
ployees.

What is to happen to the poor policy
holder? In act passed on the initiative 
of Sir N. N. Sircar provision was made 
for policyholders’ representation on the 
directorate and indeed nearly every 
sound insurance company in our coun
try had directors elected by policy
holders. Is it not a retrograde step to do 
away with the representatives of policy
holders on the directorate and to sug
gest that we can rely on nomination to 
achieve this purpose? After all. these 
policies are essentially long-term con
tracts. They are made on certain as
sumptions, one of which is that profits 
and bonuses would accrue to policy
holders in future. In the nationalised 
Corporation it is certain that such pay
ments as are made would have to be 
determined by Government and such dis
tribution can take place ignoring the in

terests o f p< îcyhc^dcrs. It is a fantastic 
argument to suggest-^s my friends 
have done>-that policyhi^ers will ulti* 
mately be there on the directorate of tfauB 
Corporation. After atl, everyone would 
be a policyholder, on the board but 

' the dffcctors are there not in the capa
city of representatives of policyholders.

I pass on to two or three other im
portant matters which have been refer
red to by my hon. friend the Finance 
Minister. I am surprised that there is 
no provision in the Bill, to incorporate 
in the statute certain healthy regulations 
which are in the present Insurance A c t 
We had, for instance, an expense ratio 
fixed in the Insurance Act. I cannot see 
any reason why it has been done away 
with. If private insurance companies can 
function within the limits of an expense 
ratio, why should not a public corpora
tion do so? If private insurance had a 
restricted field for investment in enter
prises, why should not a public corpora
tion also function within the same limits? 
Why should not these be incorporated in 
the stamte ? They would act as healthy 
checks and they would also give a sense 
of confidence to the numerous policy
holders and the new customers whom we 
wish to attract. This is a point which has 
been overlooked by my hon’ble friend

• the Finance Minister.
There is, however, one matter on 

which I cannot agree with some of the 
colleagues in the Select Committee. The 
Select Committee attaches too much im
portance to the Auditor-General of 
the Government of India. Now 
Auditor-General is a very eminent 
person. He has been conferred a 
status in our Constitution* But 
there is no justification for his being 
saddled with new responsibilities and 
duties. I should also like to add— and 
I would like to put forward this argu
ment for the consideration of the House 
— that insurance companies stand on a 
different footing. I am opposed— totally 
opposed— to the Auditor-General being 
saddled with the responsibility of audit- 
ting enterprises— enterprises which are 
termed financial enterprises. It is all well, 
as hon. Members know, to audit ac
counts of companies where the area of 
discretion is limited. In the case of in
surance the Corporation will have to 
deal with hundreds of agents, thousands 
of policyholders. It will also have to 
make decisions on an enormous num
ber of investment transactions. Even 
if the bulk of Uie funds is in
vested in Government securities, the 
shifting of funds from one tvpe
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would aa^alve ludgoKnt eaEcrcbe tA 
dkcretion. Mf^atever iim^ves judgment 
carries with it the possihitity of a margin 
ot error. The rules framed by the Audi- 
torOeneral— those who have perused the 
manual prepared by the Auditor-Geue- 
ral’s Department know it— clearly ^ ow  
that every error of judgment is ]»na- 
tised. If every error of judgment is to 
be reprimanded by the Auditor-General, 
there would be no incentive what

soever for those in charge of business 
to take decisions. Indeed those who wish 
to kill the nationalised Life Insurance 
Corporation can do no better than in
voke the authority of the Auditor-Gene
ral.

In this connection, 1 should like to 
suggest that, under the present set-up» 
we have to envisage the difficulties of 
those who will be called upon to run 
the nationalised Life Insurance Corpo
ration. Under the new set-up, We will 
not be giving them bonuses or rewards 
for taking right decisions. On the odier 

hand if for every decision, which involves 
an error of judgment, we are to haul 
them, then there would be no possibility 
o f  anything being done. Thin^ will re
main as they are. Insurance will be con
ducted according to the usual principles 
o f a Government department. In that 
case, we need not have a corporation. We 
could have made insurance manage
ment part of a Government depart
ment. But, this, at any rate, does not 
seem to be the wish of hon. Members 
who have advocated that the Auditor- 
General should be given these new res
ponsibilities.

Let us look at this matter from an
other point of view. It is true that the 
Government will be contributing about 
Rs. 5 crores of share capital to the new 
Insurance Corporation. But the amount 
o f  money that would be contributed by 
policyholders would be innumerably lar
ger and, if we wish to protect the in
terests of policyholders, we should have 
a system of audit which is quite different 
from the conventional type o f Govem- 
tnent audit that is done by the Auditor- 
General.

It is one of my regrets that the Audi- 
tor-GcneraVs Report on the working of 
the Industrial Finance Corporation did 
not form the subject of a special debate 
in this House. Perhaps, if this had hap
pened, some of us would have had an 
opportunity of throwing light on the 
(pcwliar criteria that have been evolved

by the Auditor-General for evaluating 
the proper working of financial insti
tutions. •

. What I am suggesting is that it is 
better in this case to have conmiercial 
auditors who work on the principle that 
they win check only where discretion has 
been exercised without authority. It 
should be sufficient from the point of 
view of Parliament to have reports—  
detailed reports— presented to Parlia
ment on how the Corporation is 
woiidng. So far as internal checks are 
concerned, these are as I have pointed 
out effective. But, as I have pointed out, 
external <;hecks which do not take ac
count of market fears are absent and it 
is from this point of view that the new 
institution is not likely to function effi
ciently.

12 N o o

I have little to add on the other points 
relating to employees and their welfare.
I hope the Fmance Minister will pay 
due attention to the large number cif 
temporary employees, who are awaiting 
confirmation subject of course to their 
satisfying certain reasonable tests. Many 
hon’ble members feel that so far as life 
insurance business is concerned, there 
are difficulties which have been slurred 
over in the present Bill. Some among 
us entertain deep misgivings regarding the  ̂
future. Things may not move as fast as 
we envisage; but, if perchance it should 
turn out that our fears are concealed 
liars, no one will be happier than my
self. Only I wish that the hopes which 
my hon. friend entertains do not turn 
out to be dupes.

A  variant of the proposal to give the 
Auditor-General powers was made by 
my hon. friends *̂o the effect that the 
Auditor-General should have the autho
rity to appoint auditors and that they 
should function under his supCTintend- 
ence. What difference does this make, 
except that it gives the Auditor-General 
the power to exercise patronage? I am 
totally opposed to giving an authority 
like the Auditor-General this power. I do 
feel that it is necessary that we should 
have these auditors appointed by the 
Finance Ministrs' and their working re
viewed by Parliament continuously. It 
is one of my regrets that this Life In
surance Corporation is a monolithic 
structure. Being necessarily a monoKthic 
structure, it has those disadvantages 
which I have indicated earKer in my 
speech. I hope that with the experience
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gained in another six or seven mondis. 
Parliament would be in a ^ it io n  to 
amend this BiU» so that we may have 
five or six corporations for the purp(^ 
of promoting a greater amount of life  ̂
insurance business and at the same time * 
protecting the interests of the policy
holders. There is today a great deal of 
talk about protecting the interests of the 
policyholders. Everybody seems to be 
mterested in the policyholder, but when 
it actually comes to formulating pro
posals for ensuring his protection there 
are few who seem to have the policy
holders* interests at heart

Shri^Gadgil: (Poona Central): It is 
only their policy.

Dr. Krishnaswami: As my friend has 
pointed out, it seems to be a policy to 
speak for the policyholder and not 
to do anything substantial for him. I 
would beg and pray this House to con
sider the interests of the policyholders 
to study the implications of the Act 

' which was brought in by N. Sircar 
and decide on whether more security 
cannot be provided for the policy
holder.

Shri GadgH: I generally support the 
recommendations made by the Select 
Committee and incorporated in its 

. report. The great experiment of 
‘ nationalisation which so to say be- 

pns whith the nationalisation of 
life insurance, in my humble opi
nion, had started in auspicious cir
cumstances. Only this morning I read 
from the Hindustan Standard in its 
weekly Bombay letter that the experi
ence of insurance agents since the pro
mulgation of the ordinance has been 
very encouraging. The letter goes to 
show that the malpractices have <^nsi- 
derably gone down and business is in
creasing. That encourages me to say 
that the experiment has begun in very 
auspicious circumstances.

The usual tests to judge whether na
tionalisation has succeeded or not are less 
cost of production, more production, 
greater efficiency, better relations bet
ween the management and the members 
of the staff etc. So far as cost of pro
duction or cheapness in service is con
cerned, Government has already rationa
lised the rates of premium and in many 
cases, they have secured this in a per
tain sense. As far as efficiency is con
cerned, it is too early to sav. Indications 
go to show that there is bound to be 
greater efficiency, as there is bound to

be greater and stricter control over tbe 
whole field. As regards labcNir rela
tions, 1 understand that the policy of 
the Government is that everyone who 
can be absorbed will be absorbed, un
less the Corporation or those who are in 
charge of t ^  Corporation come to the 
conclusion that any section of the staff 

, is surplus. So, by and large, this experi
ment has started very welT What has at
tracted me more than anything else is the 
way in which the problem of personnel 
who are to ruii the nationalised industry 
has been solved. We have been told very 
often, sometimes ad nauseam, that we* 
have no personnel to run the industries 
it you enter on a programme of nationa
lisation. Two points are always made,, 
one about compensation and the othei 
about personnel. So far as personnel is 
concerned, this point was raised last year 
and year before last during the Budget 
discussion and I then pointed out that 
one cannot conceive of a planned eco
nomy in ;which only production am! 
manufacture are planned, but not per
sonnel or man power. If you straight
away nationalise the textile industry and 
encadre those who are already in it—  
you can transfer a man who is at 
Ahmedabad to Kanpur and so on and 
so forth— the available talent in the 
country will be utilised and there will be 
nothing like a vacuum in the sphere o f 
management. Not that Government has- 
gone on with my advice, but indepen
dently, this is the right method to uti
lise the talent which is already there in 
such a manner as to secure the best re
sults from the nationalisation of any 
particular industry.

In this connection, the experience o f  
China is more or less of this character. 
Shanghai, a city with six million pwple,  ̂
has completely abolished the capitalist 
system of production. Shanghai was res
ponsible for 40 per c?nt. of the produc
tion in the private sphere and 15 per 
cent, of the value of private trade and 
commerce. How did they do it? They 
started with joint managements. The as
sets were valued and before this experi
ment was entered upon, there was a sort 
of moral campaign which is known as 
U. Fan where the people were asked tor 
see that there was no bribery in Govern
ment offices, that there was no cheating- 
in Government contracts, that there was 
no stealing of economic information like 
budget leakage and many other things. 
These were the evils described by the- 
name U. Fan. When the campaign was 
made with a fair measure of intensity, 
they entered upon the second stage. The
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simplest way for China was to pay no 
compensation and take over the owner
ship and management. That they did not 
do it is a matter for them, whether for 
congratulation or otherwise. But, if that 
problem is posed here and if 1 have 
anything to do with it, I will take it 
straightaway without compensation be
cause this politics of compensation is 
completely at variance with our ideal 
of a socialist stage. We are talking of 
democratic socialism which, in my hum
ble opinion is economic plutocracy. 
Wh«n you insist on everything being 
done in a strict democratic manner, 
when you do not allow the lopping off 
of the tallest poppy and leave it as it is, 
and make such efforts as to level up 
those who are below, the result is, till 
tlie millennium is achieved, there is a 
section in private enterprise which grows 
richer and richer every day though the 
diffusion may be a little more than what 
it is today and it is not socialism. I can
not conceive of socialism unless in that 
particular community there is an atmos
phere in^which there is no. possibility 
of concentration of wealth in present as 
well as in future. In other words, the 
principal means of production must be 
nationalised. That was the atmosphere 
growing on since the Avadi Resolution. 
It seems now certain people are having 
second thoughts on this. As one of my 
friends Shri Masani has written a book 
Socialism Reconsidered, it seems that 
some people are going to reconsider so
cialism. T^e greatest danger today is in 
this intellectual sphere. We have to join 
issue not only in the practical implemen
tation of the Plan, but even in the in
tellectual sphere. Very recently, one of 
my colleagues, Dr. John Matthai made 
a very brilliant speech at the Rotary 
club. I do not want to criticse it be
cause a more relevant occasion will come 
when the Second Five Year Plan will 
be under discussion. What I am point
ing out is that definitely there has been a 
little change and though it may 
be a little today, it is very likely to as
sume a bigger proportion. Therefore, it 
behoves the Members of this House who 
are pledged unanimously to see that the 
future India is a socialist India to be 
alert.

What I am going to say is this. To 
pay compensation and to pay it on the 
market value principle is completely in
consistent with the idea of a socialist 
state. If you pay them compensation at 
the rate of the market value, then, they 
have to undertake no risk, they become

another class of heredita^ barons receiV' 
ing income by way of interest or what' 
ever you may call it, day in and day out,, 
every six months or whatever be the ar
rangement. Therefore, I submit that 
in this matter, there must be greater 
consideration about the way in which 
the compensation formula should be 
arrived at and the method by which that 
compensation is fo be paid. When the 
Imperial Bank Acquisition Bill was 
under consideration, I protested wher
ever I could and at that time, we were 
told that certain commitments were 
made. When this Ordinance was pro
mulgated, wherever I had an opportu
nity, whether here or outside, I stated 
that there should be no commitment so 
as to bind the Members of this hon. 
House. I have gone very carefuUy 
through the formula or the principles of 
compensation proposed by the Select 
Committee. I must fairly concede that 
it is better from the community’s point 
of view than the one which was adopted 
when the State Bank Bill was passed. 
Whether I am sansfied or not, I will 
always welcome improvement in this for
mula in such a manner as to give less 
and less to the shareholders and to give 
more and more to the community at 
large.

Just now I have no particular sug
gestion to make. One suggestion I want 
to make is this. Whatever be the for
mula, you arrive at the figure which is to 
be paid to the shareholders; but in
stead of pacing it in cash straightaway,  ̂
my humble suggestion is, pay the 
amount in 20 equal annual instalments. 
When I was discussing this, with one of 
my friends associated with business, said 
— some of them still like to associate 
with me and 1 am not entirely an out- 
caste yet— you are doing a great injus
tice to the small man. He said, suppose 
a man has one or two shares in an 
insurance company; instead’ of paying 
the amount of compensation straight
away, you will make him receive it in 
20 instalments over a period of 20 
years. My answer to him was this. In 
any case, he was going to get every year 
whatever dividend may be arrived at 
by the directorate. On the contrary, the 
great advantage is that for the next 20 
years, he will have the certaint>% he 
will have the assurance that he will be 
receiving so much. Within 20 years, he 
can adjust his life and by the time the 
20th instalment is paid, his claim is com
pletely satisfied. He has to get nothing 
thereafter. If vou pay him the amount 
straightaway, the money is there and if
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be gets it, he contiimally gets interest 
•on the same. That is exactly the method 
followed in China today. Immediately 
tSae capitaKsts and the workers come t6- 
jether, they present an application. The . 
concern is taken over by the State and 
joinriy managed. Such of the capitalists 
as are willing to work, provided they 
are fit, they are wage earners absolutely 
on a level of equality. So far as their 
share value is concerned, that is paid at 
a fixed rate, for a prescribed period. It 
may be 15 years or 40 years. That 
would depend upon the character of the 
j>articular concern. Since in this Bill a 
formula 5 per cent, is taken as the rate 
-at which it should be capitalised, I have 
suggested a period of 20 years. Sup
pose, for example, my capitalist friend 
here is entitled to Rs. 1,000 for his 
share in a particular concern, he should 
be paid Rs. 50 every year for a period 
o f 20 years. He could have certainty 
in his budget for 20 years that he is go
ing to get Rs. 50/- without further risk 
or trouble. All his affairs will be put on 
a solid, sure, certain basis. At the same 
time, he can square up his conscience 
you have given to Caesar what is 
Caesar’s you have given to God what 
Is God’s and you have given to the com
munity the corpus of the capital. For 
a period of 20 years in which you are 
•expected to live— in some other circum
stances, that would be a different matter 
— we guarantee that you will live in 
liappiness with 5 per cent, of the value 
as may be arrived at. That is my humble 
suggestion. With a view to ensure this 
1 have given an amendment. Some 
people may be dissatisfied with the parti
cular formula of compensation; yet, the 
method of payment that I have sug
gested will go a long way in satisfying 
them. I am asked what is the guarantee 
that the. companies will pay compensa
tion to the shareholders. When the com
pany is nationalised, the guarantee is 
■given by the Sfate.

Shri Feroze Gandhi (Pratapgarh Distt. 
— West cum Rae Bareli Distt.— East) : 
The question is whether the company 
will pay the amount to the shareholders. 
What is the guarantee? They might not. 
They might decide in a general body 
meeting not to do so.

Shri Gadgili I follow. If the sugges
tion is made that the payment may be 
made through the companies I suggest 
there should be no intermediary betwewi 
Ood and the Bhakta. Hiere ^mild be no 
intermediary like the company. The

Finance Miaislry wtjl pay atraig^ w ay 
to the shareholders who are registered.

Shri Feteze GamUii: That is not be
ing done.

Shri Gadgil: 1 am requesting hon. 
Members to give due consideration to 
my suggestion. 1 am not suggesting 
something which is entirely novel, un
heard of or very much rascal. This is 
much Ipetter than paying no compensa
tion at all. This is the method which 
is followed in China. We are so nuich 
delighted at the progress of China. Let 
us borrow a leaf from China.

Shri Asoka Mehta (Bhandara): As we 
have been progressing with the nationali
sation of life insurance, we find that 
more and more support is forthcoming 
firstly to the criticisms that were made 
and the charges that were levelled by 
the Finance Minister against the way life 
insurance was carried on in this country 
by the private sector, and secondly to 
this idea of nationalisation. Any one has 
only to go through the evidendt that has 
now been published, the evidence that 
was tendered before the Select Com
mittee, to find out that this kind of in
creasing support has been growing.

The Select Committee’s report and the 
various changes that have b^n made by 
the Committee in the original Bill have 
been lucidly explained by the Finance 
Minister in his speech, but I find that 
there are certain points to which the 
Finance Minister either has not tried to 
apply his mind or has failed to give us 
the wonted lucid explanation.

For instance, I would like to touch 
the question that was raised by my 
friend Dr. Krishnaswami. What position 
are we assigning, what place are we as
signing to the policyholders? 1 find that 
the only reference to policyh6lders in 
the Bill is in the last clause where it is 
said that representatives of the policy
holders might find a place in the divi
sional councils. Over and above the divi
sional council either in the zonal com
mittees or in the Corporation as a whole 
if the policyholders* representatives are 
to come, evidently they will come only 
through nomination. Will they be nomi
nated by the Govenunent or by the 
Corporation, according to their own pre- 
diliction, or will the nomination merely 
be a kind of stamp or seal of approval 
on persons who have been selected or 
elected by the policyholders? It is all very 
unclear and I expected that the Haance
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Mimster would have cf^ghtened us on 
this point, because, surely, the lar^  
number of policyholders are interested in 
having a say in the running of the Cor
poration. h  is not enough to say that 
they will be represented merely in the 
divisional councils. There naturally they 
would be able to bring up any questions, 
any deficiencies in the servicing of poli
cies. That is important, but in the over
all control, in the over-all management 
of the Corporation, the policyholders 
who have the largest stake in the Cor
poration, must have an effective say. 
And I am surprised to find that the 
Select Committee and the Finance Minis
ter have not enlightened us on this im
portant point.

The question that has been discussed 
over and over again in the course of the 
evidence that was taken and on the floor 
of the House is whether there should be 
one Corporation or more than one Cor
poration. The whole question, to my 
mind, boils down ultimately to the ques
tion whether we shall be able to gear up 
our organisation, whether we shall be 
able to attend to the administrative de
tails, to the new administrative pattern
ing That is necessary if one Cor^ration 
is to be created. I find after carefulfy 
going through the evidence volume that 
the advantages are on the side of a 
single Corporation, but those advantages 
will be gathered only if the fullest care 
and attention are given to the setting up 
of the administrative structure of the 
organisation. On the last occasion I had 
devoted a considerable portion of my 
speech to emphasising this very point. I 
do not know what attention, if any, the 
Finance Minister has given to this sub
ject, but there is no doubt that the future 
of the expansion of the pubHc sector in 
our country depends to a considerable 
extent on the success we make of this 
Corporation. This Corporation must 
succeed not only to make nationalised 
enterprises mwe and more acceptable 
to our people, but on the success of this 
Corporation depends to a considerable 
extent the success of our economic plan
ning. We know that our planned efforts 
can succeed only to the extent we are 
able to augment savings in our country. 
Public savings are unfortunately woefully 
limited, and we have, theiefore, to make 
increasing drafts upon private savings. 
One of the major ways in which private 
savings can be au^ented would be to 
make this Corporation a remarkable suc
cess And tfiis Corporation can become a 
remarkable success only to the extent we

are able to make the working o f  the 
CorporaticHi efficient and thoroi^ ly eco
nomicaL

I agree with the Finance Minister 
when he said that there is no need to> 
have any kind of a limit fixed for the 
expense ratio, not because one would 
like or one would supinely accept ai> 
increase in the expense ratio, but be
cause I believe those of us who are today 
gathered here to launch this Corporation 
on its historic voyage are siffe; are con
vinced and are determined that the ex
pense ratio will be and must inevitably 
be below the limit that has been fixed 
under the Insurance Act. It is because of 
that confidence that 1 would not demand 
the incorporation of that particidar pro
vision in this Bill, and 1 am sure, as 
the Finance Minister has said in his
speech, every effort will be made to keep 
the expense ratio as low as p(^ ble.
After all, this House will be getting an 
opportunity every year to review the 
working of the Corporation, and this is 
one of the points on which 1 am sure
the Finance Minister knows that we
shall be very, very critical.

Then again, a man like Shri A. D. 
Shroff, for whom I have great respect, 
a man of remarkable talent and great 
has said in his evidence before the &lect 
experience, has staked his reputation and 
Committee: “I am prepared to stake my 
reputation that the expense ratio will g<y 
up if you are going to make an attempt 
to run into the rural areas to get busi
ness.** He said this in the light of his 
experience. We are going to make an 
attempt to run into the rural areas to< 
get business, and I would like the Cor
poration to try out new methods. I do 
not know if we can make village pan- 
chayat our agents to canvas business for 
us, if we cannot go in for some kind o f 
group insurance in the villages. If in 
offices there can be group insurance, 
why can we not develop it in the villages? 
But here is an eminent person who has 
done a lot to develop insurance in our 
country, a person whom the Govern
ment and the people of India have res
pected for his great experience and 
^eat ability, who has staked his reputa
tion. I would Mke Government and this 
House also to stake their reputation on 
this point and say that we shall carry 
insurance into the rural areas and we 
shall do it in a manner which 
will be wholly economical and efficient. 
Various new ways will have to be found 
oirt. The Finance Minister referred at 
one place to the need to stick to the
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[Shri Asoka Mehta] 
status quo. I hope at leak in this fipld 
he will oot try to stick to and remain 
wedded to the status quo,

I have just one word to say about 
€he employees, and it is this, that before 
compensation is! given to the share* 

holders, surely some provision should be 
made to see that old employees who have 
worked and put in long years of service 
are able^to receive their gratuity or pro- 

evident fund when they retire. From the 
provisions that have been made in the 
Bill, 1 find that in case in a particular 
vcompany provisions for gratuity or pro
vident fund already exist, the trust 
funds would be taken over and looked 
after by the corporation. But supposing 
there are companies where no such pro
visions had existed in the past, are you 
going to throw all those loyal employees 
whom you are gonig to take over, on 
the streets after two or three years when 
they retire, and say, ‘Well, we are not 
responsible, we have paid compensation 
to  the shareholders. This corporation did 
not inherit any kind of fund from the 
previous company, and therefore we owe 
you no responsibility’? In a country 
where We are working for a welfare 
State, this kind of responsibility should 
tie taken for granted, and I hope that in 
•calculating compensation, this particular 
iactor also will be taken into considera
tion.

I would like to say one or two words 
about compensation. Firstly, I do not 
Imow what will be the exact amount of 
compensation. I find that the JK Review 
has worked out the compensation figures 
on the basis laid down in the Bill as 
referred to the Select Committee. It says 
that for 52 companies, the amount of 
compensation would come to Rs. 
3,21,48,000 while the share capital in
volved in the case of these companies 
would come to about Rs. 30,98,000. 
Does it mean that the compensation 
works out to over ten times the share 
capital?

I find now that efforts are being made 
^o increase the quantum of compensa
tion. Various suggestions have been 
made. I shall not repeat them. They have 
bc«n explained by the Finance Minister 
in his speech. What wiH be the result 
of that? Instead of ten times, are you 
going to pay them compensation at fif
teen times the share capital? What 
are the reasons for increasing the 
amount of the compensation? The 
Finance Minister in his speech has only

said that he has sympathy with those 
who have raised this question. He says 
that the earlier scheme of compensation 
has been rationalised. He says, why 
should some peoplfc get it on the basis 
of the 1953 valuation, and why should 
others get it on the basis of the 1954 
valuation. Then again, he says there has 
been an increase in business in 1955, 
and that spurt needs to be taken into 
consideration.

But taking all that into consideration, 
are we justified in increasing the quan
tum of compensation in the way in 
which we have done? I would like to 
know from the Finance Minister, before 
we are called upon to discuss this Bill 
clause by clause, as to what the amount 
is going to be, and how much we are 
going to be called upon to pay as com
pensation, and what multiple that com
pensation forms to the capital invested 
by the shareholders concerned in the 
companies.

Then again, I would like to know 
whether the compensation will be liable 
to taxation or not, because that ques
tion has also been raised in the course 
of the evidence, and whether in view of 
the provisions made in clause 39 of the 
Bill, the companies will be treated as 
dissolved or not, and if they are treated 
as dissolved,.whether section 2(6)(a) of 
the Income-tax Act win apply to them.

These are things that I am sure the 
shareholders are anxious to know, and 
we are aho anxious to know, because I 
believe that on these thinp some kind 
of a definite and clear policy should be 
there, becausc I do not think this is the 
last piece of nationalisation that we are 
having. Whatever is done should natu
rally be ust to the community as well 
as just to the persons concerned. There 
is no point in paying high compensation, 
and taking it away through heavy taxa
tion. If the idea is to have heavy taxa
tion later on, that also should be made 
clear, so that friends like Shri Gadgil 
and others may not labour under false 
fears.

But the point which to me is very 
important— and it was only lor this 
point that I encroached upon your time 
— is in regard to audit. I find that the 
Finance Minister dealt with this ques
tion in regard to the provisions for 
audit in the Bill, and he has put fbrward 
various arguments why audit cannot be 
entrusted to the Comptroller and Audi
tor-General. A note was circulated to 
me from the office of the Comptroller
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and Auditor-General of India, and I am 
sure the Finance MinisteF also has got a 
copy of that note. It is a very valuable 
note.

The Minister of Flmmce (Shri C. D. 
D eshniDkii): We have not got it.

Shri Asoka Mehta: I had hoped that 
the Finance Minister would have tried 
.and answered the various points that 
have been raised in that note.

Shri C. D. Deshmukh; I have not re
ceived the note.

Shri Asoka M ehta: I am surprised.

Shri N. C. Chatteijee (Hooghly): 
Every Member of this Parliament has 
received.

Shri C. R. Narasimhan (Krishnagiri) : 
On a point of order. A  note by the 

'Comptroller and Auditor-General is be- 
.ing discussed, and the hon. Member who 
is speaking mentions it. The Finance 
Minister says that he has not got it. Will 
it be relevant if I request that it may 
be placed on the Table of the House for 
the general benefit of all Members?

Mr. Speaker: To whom was it sent?

Shri Asoka Mehta: I have received 
this copy along with my parliamentary 
’papers. But there is one thiM mentioned 
there, namely ‘RESTRICTED’. That 
means that the circulation has been res
tricted. It has not been mentioned as 
confidential. The note has come from 
the office of the Comptroller and Audi
tor-General, and it is signed by the 
Director of Co-ordination and Secretaiy 
to the C & RG.

Shri Jhimjhunwala (Bhagalapur Cen
tral) : Is the hon. Member’s name given 
there? Has it been circulated to all the 
Members? We have not got copies of it.

Shri Asoka Mehta: I received it along 
with the parliamentary papers Jhat are 
received from the Lok Sabha Secre
tariat.

Mr. Speaker: The Finance Minister 
is as much a Member of this House.

Shri C. D. Deshmukh: I-do not know 
whether it is circulated only to Mem  

’bers of the Public Accounts Commit
tee.

Shri Raghavachari (Penukonda): And 
ohe Estimates Committee.

Shri Asoka M dila : I am not a Mem
ber of that Committee. But I have re
ceived this note.

Pandit Thakur Das Bhargava (Gur- 
gaon): We have not got this note. We 
do not know what is contained therein.

Shri C. R. Narasimhan: M y point is 
not whether it has to be circulated to 
ail or not. But the note having been 
mentioned here, and it being relevant, I 
want to know whether you could order 
that it be placed on the Table of the 
House. *

Mr. Speaker: Any hon. Member who
reads an extract or any portion from anv 
document must place it on the Table.

Shri Asoka M ehta: The officfe has
already copies of it. But if you want. I 
shall give this copy. [See Appenda XIV, 
annexure No. 32]

Speaker: The office may have 
a number of copies. But if it is placed 
on the Table, it will become a part of 
the record.

Pandit Thakur Das Bhargava : I would 
request the hon. Member not merely to 
refer to it but to read some relevant 
portions from it, so that others who do 
not know about it may know what it 
contains.

Skri C. R. Naraamiian: The other 
day also, another hon. Member had men
tioned the document in question, and 
Government had expressed their igno
rance about it. Today also, the Finance 
Minister has expressed his ignorance 
about it.

Mr. Speaker: I shall get it circulated.

Shri C. R. Narasimhan: I want that 
for the benefit of the House, it should 
be circulated.

IVfr. Speaker: If the Comptroller and 
Auditor-General wants it to be kept 
confidential or private, hon. Members 
will try to keep it to themselves.

Shri Kamath: It is said that it is 
‘RESTRICTED*. I do not know what it 
means.

Mr. Speaker: Anyhow, that is tiie
Auditor-General’s opinion.

Shri Asoka Mehta: I am sorry I was 
not present here the day before yesterday 
when this question was first taken up.
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Skn  C. D. D eshaukh: Is this proper 
prcx:ediire for anyone to circalate notes 
to the Members of Parliament?

Mr. Speaker: I do not know. As a
matter of fact...............

Shd C. D. De kh: I understood 
that on the executive side, the Comp
troller and Auditor-General has rela
tions with Government, and he has cer
tainly sent us his opinion as to what 
should be done, and I have referred to 
it in my speech; on the other side, 
he has relations with the Public A c
counts Committee, and certainly what 
passes between him and the Public A c
counts Committee is no immediate con
cern of mine. I never appear before the 
Public Accounts Committee; the offi
cials of the various Ministries appear be
fore them, and certainly the Comptroller 
and Auditor-General can circulate what 
he wants to the Public Accounts Com
mittee. But if the matter is under dis
cussion, 1 am not aware if the Comp
troller and Auditor-General is entitled, 
shall we say, to circulate to aU Mem
bers of Parliament in regard to what 
his view is about matters which are be
ing discussed on the floor of the House. 
1 am quite unclear as to what the pro
prieties of the occasion are.

Mr. Speaker: This is a matter which 
1 shaH have to examine. This is a mat
ter relating to a nationalised indiBtry. 
There are different views expressed as 
to whether nationalisation should be fol
lowed up to its logical conclusions. The 
Comptroller and Auditor-General is in 
charge of the audit of various depart
ments like the Railways. Even they are 
commercial enterprises run depart
mentally. Here, the question is whether 
on account of the mere fact of there 
being a corporation the Comptroller 
and Auditor-General should not have 
control. In the company law, in so far 
as public companies and Government 
companies where Government have an 
interest are concerned, the Comptroller 
and Auditor-General seems to approve 
the nomination of a particular auditor 
and then have also some general super
vision. These are the various ways in 
which the Comptroller and Aiiditor- 
General is brought into play, or kept 
informed, and is pven some jtxrisdiction. 
This is the position on the one side. 
On the other side, it is said that this 
being a commercial proposition, the 
Comptroller and Auditor-General ought 
not to look into it meticulously; it must

be tr^led as a commercial affair, and 
purely conunerdal auditors must be ap
pointed for audit purposes.

Under these circumstances. on- 
the one side there is an ex
pert on behalf of the Government, who- 
is also responsible, as an independent 
person under the Constitution, for cer
tain functions, just as the Attomey-Gene- 
ral is asked to come and give advice 
or the Election Commissioner carries on* 
his business or as the Public Services- 
Commission discharge their functions. 
He may be under the jurisdiction of the 
Finance Minister. I do not know how 
far it is so.

Dr. Krishi n i; No.

Mr. Speaker; He is independent.
On the other side, his duty is to in

form this House and Committees o f  
this House as to what the opposite view 
is. He is the watch-dog of the public 
finance. If he has sent round a circular 
or given a note to enable Members of 
the Committees^ on Public Accounts or 
Estimates to form their opinions, how
ever high he may be, it is the Members- 
of the Committee and of this House 
who have to ultimately pass things. If it 
has been sent to a -few Members, I 
would consider whether it is not proper 
to send it round to other Members also. 
One hon. Member has got a copy and 
it is left to his sweet discretion to read 
some portions and not read the other 
portions. Some other Members may try 
to make use of some other portions. 
Therefore, I shall consider as to whe
ther when once a paper has been brought 
in here, apart from the question as to* 
whether I would direct the Comptroller 
and Auditor-General to give his opinion 
or not; that is quite a different mattery 
it does not arise now— it should not be 
circulated to all Members. I understand* 
he has sent copies and they were circu
lated through the Lok Sabha Secretariat 
to the Members of the Estimates Com
mittee. Some other Members also might 
have got copies.

As regards the general question raised 
by the Finance Minister as to what ought 
to be the relations in these matters, as 
to whether we are entitled to ask the 
opinion of one who may hold a vieŵ  
different from what the Finance Minister 
might bold, or whether it is competent 
for the Comptroller and Auditor-Gene^ 
ral to give that opinion, so that we may 
assess the values properly, I shall con
sider the matter. As I sai4 I shall also
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consider whether copies should apt 
made available to all Members here* 
this much is clear, that oace ap hon. 
Member reads from a Report or sonie 
documeot, he must place it on the Table 
of the House. Therefore* in one way or 
other, it will be in the hands of Mem> 
bers. Whether I should not« in advance, 
circulate copi^ of the statement is the 
only point that requires consideration.

Shri K. K . Basu (Diamond Harbour): 
You will also please consider whether 
he is not entitled to exercise check over 
moneys which flow from the Consolidat
ed Fund, and that being so, whether he 
has not got a right to keep us inform
ed.

Mr. Speaker: I am only considering 
it; I have not said anything against it.

Shri Asoka Mehta: I am personally 
grateful to the office of the Comptroller 
and Auditor-General for the note that 
has been circulated. It is valuable be
cause this particular question raises a 
number of thorny and complicated issues. 
I find that the Finance Minister 
has not been properly briefed because 
there are points which are raised in this 
note, to which the attention o f the Fin
ance Minister has not been drawn. I am 
anxious to draw his attention to these 
points so that when we take up clause 
by clausc discussion, we may be able to 
proceed with fuller information before 
us.

Firstly, as f^  as this Corporation is 
concerned, the capital of the Corpora
tion will be provided by Government 
under clause 5(1) and the policies will 
be guaranteed by Government under 
clause 37. The Finance Minister 
has argued that in the U.K. the Comp
troller and Auditor-General is not 
saddled with the responsibility in the 
case of nationalised enterprises. But it 
is pointed out that in England, the 
nationalised enterprises are not financed 
directly or entirely by a corresponding 
withdrawal of public funds from tl^ 
Consolidated Fund. There the method is 
different. It is no direct investment of 
public funds. They are required to raise 
the nccessary capital in the market 
usually by issue of debentures, and they 
are r^ponsible for servicing them. The 
Finance Minister also referred to the 
Select Committee of the British Parlia
ment that has gone into this matter. 
The Select Committee, it will be noticed, 
had suggested that there should be a 
wStanding Committee of the House to 
examine nationalised industries and that

2— 133 L. S.

that Committee shoqld be assisted by a 
?>hole-time officer of the statm of 
Comptroller and Auditor-General. *

As you know, this particular propos^ 
was discussed here alM, and so far this 
House has not agreed to have a Select 
Committee or a Standing Committee of 
that kind. Secondly, as has been p oin ty  
out, these nationalised enterprises in 
Fngland are not financed by funds drawn 
from the Consolidated Fund, but the 
^ ance is raised from the market. These 
are important matters that need to be 
gone into.

Then, again, as the office of the Comp
troller and Auditor-General points out, 
the Comptroller and Auditor-General of 
India has a commercial audit branch ad̂  
minisiered by an Accountant General 
who is a chartered accountant of consi
derable standing and experience. Suppose 
the Auditor-General is completely kept 
out, as the Finance Minister is suggest
ing. Whose responsibility will it be to look 
into the working of tlie Corporation? 
For instance, it is pointed out that A e  
auditors will be precluded from dealing 
with such questions as adequacy of 
financial control, avoidance of wasteful 
expenditure, extravagance etc. They can
not also concern themselves with ascer
taining the unit cost of operation and 
exercising an all-important check on a 
monopolistic concern to as^® and mea
sure its efficiency and economy. These 
are the points which are very important. 
Once we decide to have a single Corpo
ration, as was pointed out by Dr. 
Krishnaswami a little earlier, it becomes 
very necessary to have some kind of 
internal check because there is no exter
nal check available. For various reasons, 
we are of the opinion— ât least the 
majority of the Select Committee was 
of the opinion and I support that oi»- 
nion— that there should be only one Cor
poration. But that one Corporation will 
be able to do its work efficiently and 
economically to the satisfaction of Par
liament, only if this kind of effective, 
efficient, thorough internal check is 
available.

Secondly, we are told that the Cor
poration will be placing before Parlia
ment every year not only a report of the 
work done in the past year but also an 
account, which will be included in the 
report, of the activities, if any, which 
are likely to be undertaken bv the Cor
poration in the next financial year. That 
\̂ in, of course, provide some kind of a 
check because we shall know how far 
Oie Corporation has been able to fulfil
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the targets that it has placed before it
self. But by itself that will not be 
enough. I would like to find out from the 
Finance Minister whether, when we get 
the annual report, it would be possible 
for" any Member here, without the as
sistance that an ofl&cer like the Auditor- 
General would be able to offer us, to 
make a searching inquiry into the work
ing of the Corporation. We shall get the 
report. We may get a day or two or 
perhaps a week to go through the re
port We shall do it cursorily. We may 
have to depend on some hearsay stories 
that may come to us and a perfunctory 
debate will take place. Let us have a 
Standing Committee, as was suggested 
by the Select Committee in England in 
respect of their nationalised enterprises, 
which will have the necessary equipment, 
which will have the requisite quota of 
officers, to make thorou^ inquiries into 
the working of the nationalised indus
tries. Then a Members of that Stand
ing Committee or Select Committee ot 
statutory committee— ^whatever it is— ŵill 
be in a position to come here 
and answer or challenge the Government 
on various important points with the 
requisite information and knowledge. If 
we have not that, the alternate course is 
to let the Comptroller and Auditor- 
General go into the working of this Cor
poration, so that Pailiament is able to 
exercise its check in a proper and vigilant 
manner.

We have kept policyholders out of the 
control of the Corporation. We are keep
ing the Comptroller and Auditor-Gene
ral out of control and supervision over 
the Corporation. Who then ultimately 
is going to look after the Corporation? 
We know that the Finance Minister is 
so busy with so many other mat
ters. So ultimately the Corporation 
becomes so autonomous that there 
is hardly any one to look into and 
inquire into the mistakes that might 
be made from time to time. Nobody 
wants— and would be the last person 
to want— în any way to fetter the normal 
working of the Corporation. But here, 
as all of us are agreed, is such an im
portant experiment, which is going to 
have such far-reaching consequences, 
that we want to see that this particular 
Corporation carries on its work in a 
manner that would satisfy all concerned. 
Parliament is taking over a tremendous 
responsibility. Hundreds of thousands of 
policyholders are involved; crores and 
crores of rupees are involved in it. Here 
a single Corporation is being set up. I

would appeal to the Finance Minister to 
review and reconsider the decision that 
he has taken. If he is not going to per
mit the Auditor-General to come into 
the picture, let him tell us what are the 
new internal checks that he going to 
provide. Merely to say that the annual 
reports will be placed before Parlia
ment and Parliament will be able to 
look into them and exercise the neces
sary supervision and control, I think, is 
asking of this Parliament much more 
than it can do under the prevailing cir
cumstances.

Sometime ago when my hon. friend. 
Dr. Lanka Sundaram raised the ques
tion of having a committee to supervise 
or to have an overall directiou over the 
nationalised industries, the Finance 
Minister, if I remember aright, at once 
got up and opposed the proposal. He 
cannot have it both ways; heads I win 
and tails you lose. That cannot be the 
attitude towards this House and it will 
make it almost impossible for us to agree 
to the expansion of the public sector 
in this country. I am very anxious that 
the public sector should be expanded 
but that expansion is possible only when 
effective checks are provided and these 
effective checks have to be provided in
ternally when the Corporation concern
ed is monopolistic in character. I would, 
therefore, request the Finance Minister 
to clarify his attitude on the various 
poinU that I have raised and I would 
appeal to the hon. Members of this 
House to give their greatest considera
tion to this question of audit b^ause, 
to my mind, that is even more impor
tant than the question of compensation 
to which, it seems, greater attention is 
being given.

Sardar Hnkam Sfaigh (Kapurthala- 
Bhatinda): Mr. Speaker, the changes that 
have been brought about by the Select 
Committee were explained by the hon. 
Finance Minister and, I think, many of 
them are welcome ones. But, in spite 
of those, there are two or three points 
on which I have my own f e ^  and I 
want to bring them to the notice of the 
hon. Minister.

There is no doubt that the addition 
of clause 8 by the Select Committee is 
very wholesome. But, as has been argued 
by the hon. Member who preceded me, 
it should not be confined only to those 
insurers or concerns where those trusts 
existed and a provision for pension or 
other provident fund was already there. 
It should be extended to others also who 
are taken in.
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Then, I come to clause 11, on which 
I teel very strongly. It has been pro
vided that every whole-time employee of 
an insurer, whose controlled business has 
been transferred to and vested in the 
Corporation, and who was employed by 
the insurer wholly or mainly in con
nection with the controlled business im
mediately before the appointed day, 
shall become an employee of the Cor
poration. That is the provision made so 
far as permanent employees are con
cerned. The Minister of Revenue had 
made a speech in the Rajya Sabha and 
gave an impression that all persons in 
the permanent employ of these insurers 
would be absorbed normally. But, now, 
when about 6 months would have elaps
ed between the dale when this business 
was taken over and the appointed day, 
which would be the day as defined under 
this Bill, that is when the Corporation 
is established, during these six months, 
several employees— ^permanent em
ployees— ŵould have been thrown out. 
The Custodians were appointed in 
several cases and some of them were 
taken out of the old companies. They 
had their own prejudices, likes and dis
likes. They absorbed some and threw 
out others. Is it to be left to these Cus
todians, and has Parliament only to put 
its seal on the decisions that they have 
taken that only those permanent em
ployees who are in service immediately 
before the appointed day shall be ab
sorbed? If that is the intention, then, it 
certainly goes against the policy that was 
declared more than once by the hon. 
Minister and the true spirit in which this 
provision was conceived.

I luiow of many cases, not one or 
two, where, if those persons had been 
continued in service, pwhaps, they would 
have brought several lakhs of business 
by this time. But, as the Custodians had 
their own pets, their owii favourites or 
even if they acted according to their 
own, perhaps, judicial discretion, if they 
thought that they were not worth con-^ 
tinuing, would their decision ultimately 
prevail or would there be somebody who 
would look into the cases of those i«r- 
sons who have not been retained during 
this period? They have been thrown out 
and not in ser\dce now. If these words, 
‘immediately before the appointed day’ 
remain, then there will be a large num
ber of these people who are sure to suf
fer very heavily for no fault of theirs. 
There might be competent men and the 
Corporation would be deprived of the 
valuable services of those who had ren
dered useful service for the last 20 or

even 30 years and who were in this line 
all along.

I now come to sub-clause (2) of this 
clause wherein it is provided that the 
Corporation can alter, *ln such manner 
as it thinks fit, the terms and conditions 
of service of the employees in regard 
to their remuneration etc. And, if the 
alteration is not acceptable to any em* 
ployee, the Corporation may terminate 
his employment on giving him com
pensation equal to three months* re
muneration, unless the contract of 
service with such an employee pro
vides for a shorter notice of ter
mination. Apparently, it seems quite 
good. But, almost all companies had a 
provision for termination of the service 
at a notice of one month. There might 
be vep" few who had longer periods 
of notice. It can be argued that if those 
employees were serving oti those condi
tions, where is the justification that they 
should now be given more favourable 
terms. It must also be remembered that 
if an employee was served with a notice 
and given notice of one month and 
went out of service from one particular 
company, he had so many other com
panies to serve in and he could find 
employment as soon as he went out of 
one company. There was ample scope for 
him. But, now, there is the Cor^ration 
and he is being served with this short 
notice. It would be ver}̂  difficult for 
him to find service in other business 
than the one for which he is so well 
qualified and in which he has served 
for such a long period. This requires 
very careful consideration because the 
Corporation would be losing the ser
vices of such a man who has served 
this line for the whole of his life.

Even under the present Act, there 
cannot be any alteration in service con
ditions to the detriment of the employee 
and, under the Industrial Disputes 
Act, if his services are terminated, he is 
entitled to 15 days’ pay for every year of 
service. These conditions are not being 
applied here and the only provision that 
is being made is that normally he would 
be entitled to that notice of one month 
or, at the most where there is no con
tract, he will have 3 months, thou^ 
he might have served for over 25 years. 
That would be very hard on such per
sons for which there should be a pro
vision.

Since most of the points have been 
dealt with by my hon. friend^ I would 
not go over those things again. I come
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to the Schedule, so far as c<»npensa»- 
tion is concerned. The Report says that 
the Committee have taken notice o f the 
increase in business after the valuation 
had been made and, therefore, they had 
to recast most of diis schedule, which 
provided for compensation to these in
surers. But I have been told— 1̂ cannot 
vouchsafe for its correctness— that in 
the case of certain companies, if this 
compensation is counted it would come 
to about forty times the original share 
value of a particular company. That 
must be scrutinised and care should be 
taken to see that th^ compensation paid 
is reasonable.

1 P.M.

Then I have certain other facts about 
compensation to be brought to the no
tice of the hon. Minister. Though last 
valuations have been altered now as the 
basis for counting compensation, yet the 
valuation, the declaration of surplus and 
the reversionary bonus, these are the 
bases on which compensation is to be 
counted. A s I submitted last time, it is 
not safe to rely on the valuations that 
have been made by different companies. 
Their bases were different. Some big
ger companies had actuaries of their own 
— sometimes their own relations. They 
got those investigations and valuations 
made as they wanted. They had a parti
cular objective in getting those valuar 
tions in order to promote their busi
ness. They wanted to defeat smaller com> 
panies and sometimes showed fictitious 
surpluses and false bonuses. Other smaO 
companies which had no permanent ac
tuaries of their own had to get it done 
by other unattached actuaries and there
fore the valuation that had been made 
by different persons and at different 
periods— some of them interested in 
those companies— cannot be taken as the 
basis of computation for compensation. I 
submitted at that time and I repeat that 
request of mine that it would be fair 
and equitable if one particular date is 
fixed and the whole valuation is under
taken on that date for all companies on 
a uniform basis. It is not safe to rely 
on those various valuations that have 
been made by different companies by 
different actuaries at different periods and 
even with different objectives. That 
would not be a safe basis for reliance.

Then I have to point out— and per
haps I may be able to prove as well—  
that even the Controller cannot be ab
solved of the charge of falsification of

ttese valuations so far as a few com
panies are concerned. I am now refer* 
ring to the case of displaced insurance , 
companies. 1 might take for illustratioa 
two of them.

The Lakshmi Insurance _ ^
valuation performed on the 31s*t of 
cehiber, 1952 and declared a surplus of 
about Rs. 16 lakhs. As a result of this 
the ^^ompany declared a bonus of Rs.
8 per thousand on whole life policies 
and Rs. 6 per thousand on endowment 
policies so far as old policies are con
cerned. On new policies this company 
declared Rs. 9 on whole life and Rs. 11 
on endowment. Their main object at that 
time was to attract greater business. But 
this was a fictitious valuation, because 
this company had left property worth 
Rs. 30 lakhs in Pakistan, in Lahore and 
that was given credit to and was ac
counted in the assets. If this had been 
left out, then there would have been a 
deficit of Rs. 14 lakhs. I put it to the 
hon. Minister: can this valuation be ac
cepted? Can that property left in Lahore 
be counted as assets and then declaration 
of surplus and declaration of bonus be 
accepted as safe basis on which com
pensation is to be counted. This is not 
all.

The Sunlight, another company, de
clared a deficit of Rs. 2,39,000 in its 
vahiation of 31st December, 1951. It is 
ver>' interesting to note the remarks ap
pearing at page 121 of the Indian In
surance Year Book for 1952: Sunlight 
of India: the result of valuation
the deficit is shown as Rs. 2,39,000. 
A  note appearing below says that it is 
covered by appreciation in value allow
ed in respect of its building in Lahore. 
Not only did it have an asset and the 
value of the propert)  ̂ in Lahore was 
counted at whatever it was valued by 
their own actuarfes, but appreciation was 
allowed for the reason that the property 
had risen in value. Therefore that de
ficit was covered and the company was 
allowed to declare surplus in 1952. It 
is very interesting to note that while these 
two companies were allowed to have the 
value of the property that they had left 
in Lahore as their assets and even ap
preciation of the value was ]!«rmitted in 
order to cover up those deficits and per
mission was given by the Controller that 
these companies might declare a surplus 
and even bonus, the smaller companies 
were told by the same Controller that 
unless the whole amount of the value 
of the property left in Lahore is written 
off no declaration of bonus or surplus
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can be allow^; I azd fad in g  from 
correspondence, and if required, I 
be placing them on the tablfc df the 
House. It was represented to the Owt- 
troller—

“Regarding the decJM-ation of 
bonus we have to submit that we 
■are entitled to the same concession 
as is allowed to the other refugee 
insurers such as Sunlight of India 
Insurance Co. Ltd., Lakshmi In
surance Co. Ltd., etc. For instance, 
the Sunlight has shown a surplus 
Rs. 22,282 in its vahiation as on 
31-12-1952 which means that their 
property in Pakistan is taken at par 
and even at a premium. If this pro
perty was taken out there would 
have been a deficit. Again, in the 
case of the Lakshmi Insurance 
Company, Ltd., the surplus dis
closed at 31-12-1952 is Rs. 
16,36,722 whereas the land and 
house property in Pakistan is Rs.
30,00.608. If this amount was taloen 
out from the valuation, there would 
have been a deficit of about Rs. 14 
lakhs instead of a surplus. Both the  ̂
companies are allowed to declare a 
bonus.”

This company, this insurer, had al
ready written off 50 per cent, of its as
sets in Lahore. It might be interesting to 
note here that the property of this com
pany and of those who have been given 
credit for those assets, and even allow
ed appreciation in the property, was 
situated in the same locality, in the same 
town and at the same place. When this 
was represented to the Controller, the 
reply given was that “we are not satis
fied that there is any case for allowing 
your company to distribute the surplus 
by way of reversionary bonus” . This 
insurer has already written off 50 per 
cent, o f the assets and he promised to 
write off the other 50 per cent, also 
in five years, but that was not allowed. 
The Controller was of the opinion that 
thê  whole amount was to be written 
off. This was the view o t  the Controller. 
This insurer made out a case that there 
was justification for some surplus and 
for bonus to be declared so that this 
company might also remain in'tTie field, 
but permission was not given to him, 
most probably on the ground that cent 
per cent, assets in Pakistan must be 
written off before any bonus can be 
declared, whereas in the case of the two 
companies that I have already qubted, 
not only the assets were counted bift 
even appreciation granted. Wotild this

be the valuation which will form a uni
form basis for compensation that is td 
be given, and would Parliament rely on 
such whhns and idiosyncrasies, if I may 
use that word also, of the Controller if 
he has accepted such valuations and made 
such discriminatory treatment to different 
companies at different times? I might 
also add that subsequently— t̂his was in 
the year 1954— some property had been 
exchanged by one of these companies, 
and in order to make up for the defi
ciency, that is, the property that they 
have got here may be to the time of 
Rs. 6,00,000 or Rs. 7,00,000, in lieu 
of Rs. 30,00,000 that they left there* 
they have now given returns over this 
thing. It has nothing to do so far as 
that statement goes and that stands un
challenged, and it is printed in the Indian 
Insurance Year Book that that ap
preciation was given. Though ?ts value 
was about Rs. 6,00,000, it has been 
given out that it is valued at Rs.
30,00,000 in order to cover up the ficti
tious valuations that have been made. If 
the answer comes that they have now 
given that property and, thwefore, that 
anticipated valuation was justified, 
though there was no ground altogether, 
then it can be seen that this property—  
today or on the day when it was ex
changed, it must have some value— can
not be even one-fifth o f the value that 
was granted to it by the Controller him
self. My request is that so far as these 
companies are concerned, and parti
cularly, the displaced companies, as they 
have suffered for no fault of theirs, the 
policyholders and shareholders should 
not be made to suffer on that account, 
because the Corporation shall have the 
authority to .vary the terms also. I re
quest that a fresh valuation may be 
made and some concession shown to 
these displaced companies on a uniform 
basis so that no discrimination remains 
and all rancour is taken away. These are 
the two points that I want to bring to 
the notice of the House.

S M  N. C. Chatterjee: Although I
agree that the Select Committee has 
made some improvements, I am still dis
satisfied on four points, and I hope the 
hon. Minister and the House wifi take 
note of these points.

The first point is that I am still op
posed to the setting up of one monolithic 
and monopolistic corporation which eli
minates aH competition. The second 
point on which I am perturbed is that
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there is inadequate protection of policy
holders* interests. The third point is that 
I am still hoping that the accountability 
of public enterprises and the proper 
position of the Auditor-General will be 
accepted by the hon. Minister. I do not 
agree with him that his argument is quite 
sound and that our suggestion is not rea
sonable. Fourthly, I am not satisfied 
with the inadequate compensation given 
to shareholders and also to some field* 
workers and employees, particularly, the 
special agents, whose interests are being 
sacrificed. I am sorry to say that espe
cially 5,000 sp^ial agents are being 
given compensation which is almost iUu- 
sory.

On the first poin^ namely, the setting 
up of one corporation, 1 agree with my 
hon. friend, Shri Matthen. 1 wish my 
hon. colleagues will read his note in 
which he says “ But the set-up proposed, 
I am afraid, will retard the progress of 
the industry and is likely to make it 
static.” I agree with him there. He has 
taken some pains to point out that even 
where nationalisation of insurance has 
been tried in other countries, no one 
has set up one monolithic corporation^ 
weeding out all kinds of competition. He 
has said that caily in Costa Rica this 
has been done, but India should not 
emulate the example of a small country 
like Costa Rica, which has a population 
of only 800,000. I am, therefore, pro
posing that there should be at least six 
or seven autonomous corporations set 
up so that a certain amount of flexi
bility and competition may be introduc
ed; otherwise, it will be rigid and static 
and it will not do any good at all to 
the policyholders. We pass a big statute 
and widely proclaim that we are embark
ing on a socialistic pattern of society, 
we are having nationalisation, etc., but 
we will not make any process at all, 
and on the other hand, it may lead 
to ...........

Mr. Speaker: Would you regionaUse 
them? •

iSiri N. C. Cliatteijee: That is one 
way, but 1 would like that even in the 
same region a number of corporations 
should function.

Shri Mattfaen (Thiruvell^): Other
wise, no competition.

Mr. Speaker: They will be State en
terprises?;

Shri N. e  Oiatteijeet Let them be 
State enterprises, but let these autono
mous bodies function under the superin
tendence of the State in a particular 
^hefe........

Shri Matdien: With independent ac
tuarial valuation.

bandit Thakar Das Bhargava: Pre
mium and other conditions will be the 
same for all; they cannot be different

Shn N. € . Cbatterjee: They may be 
the same or may not be, but that is a 
small point. When this question came up 
before the British Parliament, they con
sulted some of the greatest experts and, 
their note 1 am r e a ^ g :

"'These considerations lead us to 
believe that nationalisation would 
convert a thriving organisation, 
which is the greatest single factor 
for national thrift among &e masses 
in the country into a bureaucratic 
institution bereft of the stimulating 
effect of competition among com
panies and agents alike.**

I am submitting with great respect 
that if you put up one monolithic cor
poration to cater to the needs of about 
35 crores of human beings in a country 
like India and you do not allow any 
competition anywhere, then it may 
generate into a bureaucratic institution. 
Then they are saying:

“This institution would imme
diately deteriorate and diminish, be
coming first unprofitable to the 
policyholders and later even a bur
den on the tax-payer.*’

Under this Bill we have given a guar
antee to the people. As a matter 
of fact, we are pledging our national 
credit, we are pledging our Consolidated 
Fund. There is a good deal in what Shri 
Asoka Mehta has said. Immediately you 
touch the Consolidated Fund, the Audi
tor-General and Comptroller should 
come in. Apart from that, what I am 
pointing out is this. You have got to 
seriously consider whether the establish
ment of one single corporation for the 
whole country would be really suitable 
for the expansion of insurance business. 
You want to go to the masses, you want 
to ruralise...........

Mr. Speaker: Evidently, the hon.
Member suggests that, as tn the Rafl- 
ways, there should be regional bodies.
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each with an amount of discretion and 
independent judgment, and they need not 
conform to the same pattern, except 
in broad aspects. All the six or seven 
zones should exercise jurisdiction over 
the whole of India. Otherwise, it will 
be a monolithic body for that State, 
which will be worse.

Shri Mattiien: They must be able to 
work in other places.

The Minister of Revenue and O vfl 
Expenditore (Shri M. C. Shah): That is 
what is provided in the Bill. There are 
five more or less autonomous zones and 
there is a central Corporation.

Shri Mattfaen: With due respect to the 
Minister, I say it is certainly not so.

Shri N. C. Chafterjee; 1 am afraid 
the hon. Minister has not read his own 
Bill properly.

Shri M. C. Shah: I have read it pro
perly and I have discussed it.

Shri N. C. Chatterjee s The insurance 
business is a peculiar kind of business. 
It is a highly complex business and the 
insurance cover has got to be adapted 
to different types of risks. You have got 
to cater to the individual needs of the 
poiential policyholders. The business de
pends upon providing the r i^ t type of 
cover for different kinds of risks as weD 
as bringing within the scope of insur
ance a wide variety of risks which were 
beyond the pale of ordinary insurance. 
For both these purposes, a flexible orga
nisation is needed. A good deal of initia
tive is necessary. In every country where 
there is talk of nationalisation, one of 
the main arguments advanced against 
nationalisation was that such an organi
sation would not be available when the 
State replaces a large number of com
peting firms or Companies. Therefore, I 
am submitting that the establishment of 
one single Corporation catering to the 
whole population of India would impair 
flexibility; it will also impair competitive 
efficiency. Therefore, I am submitting 
that what Shri Matthen has said is cor
rect. You should consider whether it can
not still be done. He has pointed out with 
his business background, but at the same 
time without any vested interwt in the 
industry whatsoever— t̂hat is a very 
pertinent observation— certain defects. 
He says: “I am viewing the whole 
nationalisation with the object of making 
it a greater success than achieved by the 
private sector.” There is no use simply 
blaming the private sector that it has

defauhed in many respects. What is th® 
guarantee that you will be up to the 
mark or that you will not be imposing 
an ^ditional burden on the poor tax
payer? You will have complete control 
over the national revenues. Whenever 
there is any shortfall or deficiency or 
loss, you can draw i ^ n  the national 
exchequer and make it up. That is the 
greater danger. Therefore, I strongly re
commend the acceptance of his sugge^ 
tion to revise this idea of one monolithic 
Corporation for the whole of India.

This Bill has not protected the in
terests of the policyholders. No provi
sion has been made in this BiU for the 
election of representatives of policy
holders as members of the Corporation 
or zonal boards. There is also no provi
sion for maintaining the expenses of 
management within prescribe limits. 
Nor are there provisions to regulate the 
investment of controlled fund in the in
terest of policyholders. I am, therefore, 
suggesting that there should be some pro
vision in this Bill for the appointment 
of policyholders’ representatives, at least 
on the zonal boards, if not on the Cor
poration itself. There ^ould be strict 
provisions made incorporating the res
trictions on the investment of money on 
shares on an individual basis. These res
trictions are specified in section 27 of 
the Insurance Act. According to that s ^  
tion, no insurer shall invest or keep in
vested any part of his controlled fund 
otherwise than in approved securities, 
debentures, etc. You should incorporate 
this healthy provision here also. If they 
are good for the insurance companies, 
why are they not good now? We are 
of the view that it would be in the in
terest of the policyholders if the Cor
poration is prohibited from risking its 
funds in other types of business so that 
the policyholders’ money or the national 
exchequer will not be put into jeo
pardy.

I am definitely of the opinion that the 
Comptroller and Auditor-^neral should 
be brought into play. There should be 
a provision for over-riding audit by the 
Comptroller and Auditor-General. As 
you put it, he is the watch-dog on behalf 
of Parliament for keeping control over 
the public funds. He is the machinery 
through which the Parliament operates 
and exercises its control. Otherwise, par
liamentary control on finances is almost 
illusory. We may be delivering speeches 
and indulging in self-complacent remarks 
that Parliament is sovereign and parlia
mentary sovereignty is effective. We 
Imow that once the Budget is printed
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tibere is “printed finality” and nothing 
can be done. The Comptroller, and 
Auditor-General should have the right to 
appoint auditors. If the Government is 
very touchy on this point, I am per
fectly willing to aUow it to appoint audi
tors in consultation with him.

The hon. Minister has made certain 
observations and I am sorry that he made 
them and said that he was against this 
suggestion because, he said, that Govern
ment would not like to do this 
and aUow nationalised ventures— I am 
quoting his language— ‘to be jeopardised 
by violent changes in the system’. Does 
the Finance Minister tWnk that, if the 
Auditor-General is allowed to function, 
there would be such a violent change 
that the nationalised industry would be 
put into jeopardy? What is he talking? 
Then* why allow the accounts of the 
DVC, the accounts of the postal insur
ance scheme, to be scrutinised and 
audited by him? Why allow the accounts 
of the Industrial Finance Corporation 
and also the accounts of the Hindustan 
Aircrafts Ltd. to be audited by him? I 
am afraid he has a weak case and he 
ought not to have indulged in this kind 
of language and said that there would 
be a great danger or jeopardy if the 
Auditor-General came in. I do not know 
why he said that. The instance of Eng
land was given. I would beg to point 
out that his argument was— entirely fal
lacious. I say so with great respect to 
him. Look at U.K. What is the good 
of continually saying so? Do you follow 
whatever is done in England? Are Bud
get figures there sold in the market be
fore it is presented to the Parliament? 
Would there not be a Cabinet crisis? 
Would not the Finance Minister quit the 
office if anything so disgraceful hap
pens? Does the Cabinet there sit quiet 
for days until the Parliament forces it 
to make some kind of an explanation?

Mr. S p ei^ r : Let us see the constitu
tional position. Can the Government or 
an Act of Parliament say (hat the Audi
tor-General need not audit the expen
diture out of the Consolidated Fund? 
Can we say that the expenditure need 
not be audited by the Auditor-General 
but by some other person?

Slirl N. C. Chatterjee: I do not think 
so. Article 148 of our Constitution 
says:

*There shall be a Comptroller
and A«ditor<}eneral of India ^ h o
shall be appointed Ijy the Presi

dent by warraiit-under his hand and 
seal and shall only be removed from 
office in like manner and on the 
like grounds as a Judge of the 
Supreme Court.”

That is, he cannot be removed except 
by some kind of impeachment. We 
hJTve put in a constitutional safeguard. 
Article 149 says:

‘*̂ The Comptroller and Auditor- 
General shall perform such duties 
and exercisfe such powers in relation 
to the accounts of the Union and 
of the States and of any other 
authority or body as may be pres
cribed by or under any law made by 
Parliament and, until provision in 
that behalf is so made, shall per
form such duties and exercise such 
powers in relation to the accounts of 
the Union and of the States as were 
conferred on or exercisable by the 
Auditor-General of India imme
diately before the conmiencement 
of this Constitution in rela
tion to the accounts of the Domi
nion of India and of the Provinces 
respectively.”

So far as I know, the Comptroller 
and Auditor-General was exercising 
powers of audit over all moneys spent 
out of the Consolidated Fund. In 
England also, Sir, the point is made that 
the Comptroller and Auditor-General 
stands at the centre of a system of parli^ 
mentary control over appropriation of 
national moneys. Therefore, the spirit of 
the Constitution— although I won’t put 
it so high that it is clearly repugnant to 
any particular provision of the Consti
tution; if so, I would have immediately 
raised a point of order— is that, if you 
are taking any money out of the Con
solidated Fund, then the Auditor-Gene- 
ral’s function comes into play. In the 
event of any shortfall or deficiency in 
the administration of the Corporation, 
it has got to be made good out of the 
national Exchequer, that is, out of the 
Consolidated Fund and, therefore, the 
Auditor-General’s function is there.

Mr. Sp^ ker: Is it open to Parlia
ment to divide all the functions of the 
Government and say that transport shall 
be managed by a corporation, shipping 
shall be managed by a corporation, in
dustry shall be managed by a corpora
tion, commerce shall be managed by a 
corporation and that all funds must be 
gathered by way of taxes by the Gov
ernment and given away to this corpo
ration with nobody to ask about ft?
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S M  Nv C  C h iit tc ^  : No. In
England that is the main difi^CTce, if I 
may humbly point out. Th? Finjuice 
Minister is right in saying that the Audi
tor-General does not audit imdertakings 
in England. But those, undertakings float 
their own share capital, raise their own 
money in the market by debentures or 
issue of shares. It is not like here, where 
everything is paid out of the Q>nsoli- 
dated Fund. Therefore, with great res
pect I am pointing out that they are not 
comparable. There the shortfall, if any, 
is not met out of the national Exchequer. 
The deficiency has got to be met by the 
shareholders or the policyholders.

Mr. Speaker: As in the case of the 
Public ^rvice Commission, where the 
Government can say that so far. as a 
particular matter is concerned the Pub
lic Service Commission may not have 
jurisdiction, is there any provision like
wise regarding the Auditor-General 
whereby the President can say; “No, 
these shall be done only by some other 
auditors and not by the Auditor-Gene
ral” . I think there is no such provision.

Shri N. C  Chatteijee: That is all
right. What I am pointing out is this. 
In the Companies Act, which we pass
ed the other day, Act 1 of 1956, there 
is one section 619. You remember. Sir, 
we have now got a special chapter on 
Government companies. Government 
companies are now companies where the 
Central Government has 51 per cent, of 
shares. Of course, in this case it will 
be 100 per cent, shares owned by the 
Government, but whenever the Govern
ment is providing 51 per cent, of the 
money, it becomes a Government com
pany. In the Companies Act we have 
said that the Auditor of a Government 
company shall be apponited or reap
pointed bv the Central Government on 
the advice of the Comptroller and 
Audiror-General of India. Therefore, 
what we have said is that the Comptrol
ler and Auditor-General shall have the 
determining voice. Here we have left 
it to the Central Government. Then, if 
you look at sub-clause (2) of section 619 
o f  the Conxpanies Act, it says:

"The Comptroller and Auditor- 
General of India shall have power—

(a) to direct the manner in 
which the company’s accounts shall 
be audited by. the auditor ap{x)inted 
in pursuance of sections 223, 224 
and 225 and to give such kuditor

instructions in tegaifd to any msLtter 
relating to the i^ o rm an ce of 1̂  
functions as

Then you have sub-clause (b) which 
says:

“ (b) to ccmduct a supplemen
tary or test audit of the company’s 
accounts by such persons as he 
may authorise in this behalf.”

&r, if you have got the list o f amend
ments tabled with you, I want you to 
look at the amendment suggested by us. 
I am suggesting to the hon. Minister to 
kindly take a compromise attitude. The 
amendment we have tabled is not so 
extreme as Shri Asoka Mehta has sug
gested; that is, to take away completely 
all power from the Government. The 
amendment we have tabled is exactly in 
accordance with the relevant section in 
the Companies Act. May I read it to 
you. Sir, and may I draw the atten
tion of the hon. Minister, to amendment 
No. 21 which I have signed along with 
Shri Asoka Mehta, Shri Tulsidas, Shri 
Raghavachari, Dr. Lanka Sundaram, 
Shri M. K. Moitra, Shri R. N. S. Deo, 
Shri A. K. Gopalan and Shri K. K. 
Basu? Possibly, the Finance Minister 
may accept it. The amendment reads 
like this :

for lines 28 to 36, substitute—

“(1) The accounts of the Cor
poration shall be audited by Audi
tors duly qualified to act as audi
tors for companies under the law 
for the time being in force relating 
to Companies and shall be appoint
ed or reappointed by the Central 
Government on the advice of the 
Comptroller and Auditor-General 
of India and shall receive such re- - 
muneration from the Corporation as 
the Central Government may fix.

(2) The Comptroller and Auditor- 
General of India shall have power—

(a) to direct the manner in 
which the company’s accounts shall 
be audited by the auditor appoint
ed in pursuance of sub-section (1) 
and to give such auditor instructions 
in regard to any matter relating to 
the performance of his functions as 
such; and

(b) to conduct a supplementary 
or test audit of the company’s ac
counts by such p e ^ n  or persons ,̂ 
as he may authorise in this bdialf;
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[Stm N. C. Chattcijcc] 
and for the purposes of such audit, 
to require informatioii or additional 
information to be furnished to any 
person or persons so authorised, on 
such matters, by such person or 
persons, and in such form, as the 
Comptroller and Auditor-General, 
may, by general or special order 
direct.

(3) The auditor aforesaid shall 
submit a copy of his audit report 
to the Comptroller and Auditor- 
General of India who shall have 
the right to comment upon, or sup
plement, the audit report in such 
manner as he may think fit.

(4) Every auditor in the perfor
mance of his duties shall have at 
aU reasonable times accws to the 
books, accounts and other docu
ments of the Corporation.” .
What the Bill says is that the Auditor-

General has got nothing to do. It com
pletely eliminates him. What Shri Asoka 
Mehta has suggested is, give power to 
him but do not allow the Government 
to come into it at all. If the hon. Minis
ter is pleased to accept this amendment, 
it will be an effective compromise. What 
I am suggesting is a feasible, workable 
via media. It allows the Government to 
appoint auditors, but, at the same time, 
in consultation with the Auditor-Gene
ral and the Auditor-General gets two 
powers...........

Mr. Speaker: Is it not the policy of 
the Government to separate accounts 
from audit?

Shri N. C. Chatterjee: I do not know 
exactly what they are going to do. But 
as the Bill now stands, the Auditor- 
General is completely eliminated. Wbat 
I am saying is, let the auditors be ap
pointed by the Government, but let 
them do so under the direction of the 
Auditor-General. Secondly, let the Audi
tor-General have the power to have test 
audit or supplementary audit. I should 
like you to know, Sh-, that in these com
panies— big or small— t̂hey have got 
auditors in each case. The hon. Finance 
Minister pointed out in his speech that 
every company got clean auditors* certi
ficate. These auditors’ certificates are 
given on the 31st March or on the 1st 
April showing that they are all solvent 
companies and in a few days or in a 
week we find in Calcutta— may be in 
Bombay also the same thing happens—  
that some companies have closed their

doors. Therefore, it is no good simply 
having auditors.

Mr. Speaker: Who audits the accounts 
of the Industrial Finance Corporation?

Shri K . K . B aso: The Auditor-Gene* 
raL

Mr. Speaker: Who was doing it be
fore the Act was amended?

Shri K . K . Basu ; Private auditors were 
doing it. Then an Enquiry Committee 
was set up and the A ct had to be 
amended

Shri N. C . Chatterjee: There were lot 
of complaints and criticism on the 
system of auditing also.

Mr. Speaker; It was the Sucheta Kri- 
palani Committee...........

Shri N. C. Chatterjee: That Commit
tee recommended that the Act should 
be amended and the Auditor-General 
should be allowed to function. That has 
to soine extent rehabilitated the Corpo
ration.

What I am pointing out is, the hon. 
Finance Minister was continually saying 
that the private sector had mis^haved,. 
there had been lot of unsatisfactory 
things or malpractices going on and 
such things were only possible because 
of the auditors; otherwise, if the audi
tors were perfect and auditing properly, 
these things would have come to light. 
The only thing we are suggesting in this 
amendment No. 21, which has been 
tabled by about a dozen Members, is 
that the auditors should be appointed in ' 
consultation with the Auditor General. 
We are suggesting a feasible, workable 
via media and I am appealing to the 
hon. Minister to accept and that wiU 
be quite good. Let there be some ceiling 
fixed as on the investment of the funds 
in Government securities. Otherwise, if  
you do not fix any ceiling or proportion 
and invest all the money in Government 
securities, you will be completely ruin
ing the interests of the policyholders. 
The premium will go up and you will 
never be able to keep it at a lower 
figure. It can only be secured provided 
your expense ratio is lower and your 
interest rate is higher. For this, some 
portion of the life funds must be in
vested in more remunerative securities. 
Our private sector has got to operate 
and therefore you will have to allow a 
portion of the insurance funds to be 
utilised for the purpose of improving and 
developing the private sector.
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1 am supportiing a suggestion made 

that this 5 cent.' Which is the basis 
of compensation for shareholders is in
adequate. I am strongly supporting Mr. 
Tulsidas Kilachand's point that the 
Select Committee has provided that in 
the case of companies that had appro
priated for the benefit of the sharehol
ders more than 5 per cent, of the valua
tion surplus, only 5 per cent, should be 
taken into account for the purpose of 
calculating comi^nsation. This, in my 
humble opinion, is thoroughly unfair, be
cause a great majority of the companies 
had been permitting per cent, as laid 
down in the Insurance Act. Share values 
had got adjusted on the basis of the 
arrangements in regard to tfie division of 
the valuation surplus between policy
holders and shareholders, and it would 
be unfair to those shareholders who had 
purchased shares on the basis o f  such 
arrangements. Therefore, the Select 
Committee’s majority view would result 
in losses to thousands of poor ^are- 
holders, who come from the poor 
middle-class and it would be thoroughly 
unfair.

Lastly, the compensation which you 
are providing for the field workers, spe
cial agents etc. is thoroughly inadequate. 
You do not possibly know what is be
ing done to these special agents. There 
are 5,000 special agents in India and do 
you know what you are providing in 
this Bill? In the Third Schedule, imder 
the heading “Principles for determining 
compensation payable to special agents”, 
it is said :

“The compensation payable to a 
special agent shall consist of one- 
eighth of his annual average earn
ings during the period beginning on 
the 1st day of January, 1952, and 
ending on the 31st day of Decem
ber, 1955.”

There are people who have been do
ing very good work as special agents. I 
have just read one case and I find that 
a man belonging to the Oriental Insur
ance Company working as special agent 
in Delhi is entitled to only Rs. 375 
as compensation. He has ^ en  doing 
business of Rs. 5 lakhs every year dur
ing the last five years and he is given 
Rs. 375. Is it not absurd compensa
tion? He has given the company fe . 25 
lakhs of business during the last five 
years. It is much better to say, **I will 
not give you anythmg” rather than give 
this absurd compensation. Compensa
tion, as Justice Shastri pointed out, must

be something which compensates, giving 
some kind of quid pro quo for the loss 
sustained. You are telling this man “A l
though you have done splendid work for 
so many years, you wiU not be appoint
ed any more, because we are abolishing 
special agents” . I can understand chief 
agents being completely liquidated; but, 
why are you liquidating the special agents 
also ? You may leave the question of 
special agents to the Corporation.

Shri M. C. Shah: He is there only 
for one year under the law.

Shri N, C. Chatterjee: I am only
pointing out this thing. Let the hon. 
Minister give the Corporation and the 
wonderful Board in whose hands is as
signing the destiny of the whole of India 
in this sector, a chance to decide this 
question. I am suggesting that at least 
you may have it tiU the end of Decem
ber, 1956 or something like that,

Th^re are other points which I will 
deal with later.

Shri Matthen: I am very grateful to 
the Select Committee and to the hon. 
Minister for having salvaged foreign in
surance business, which is a great jwten- 
tial. In these days when all countries in 
Asia and Africa are making earnest and 
deliberate attempts to improve their 
economy, the scope of the insurance 
business is something very great. I won
der whether hon. Members have really 
understood what this salvage means. 
During the last four years, our insur
ance companies have been doing steadily 
increasing business to the extent of more 
than Rs. 75 crores in East Africa, 
Malaya and places like that. Apart from 
the British and Canadian companies, the 
only country that has companies work
ing in these places is India. It is a 
tremendous potential, a great invisible 
export for which we do not pay. I would 
like to express my appreciation to the 
hon. Minister and the Select Committee 
for this great liberal step. They have 
allowed the present companies to con
tinue. Not only that; they have ever per
mitted new companies to be formed to 
do life business in foreign countries.

One reason for which I have risen to 
speak today is to stress the dissenting 
note that I gave to the Select Commit
tee report. Unfortunately, the hon. Fin
ance Minister did not care to give any 
explanation or make any remark about 
that. But, I am very grateful to my
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[Shri Matthen] 
friend, Shri Chatterjee, for haviiig 
stressed the importance of my ^ e n £  
ment and for having appreciated the 
necessity of maintaining a spirit of com
petition, lest the industry might get 
static. I have been advoca^ng nationa
lisation from the very beginning and in 
doing so, my main object was not - so 
much to find funds for the Second Five 
Year Plan as to take away the com
panies from the unscrupulous manage
ment. I have held from the very begin
ning that a part of the private sector 
must be maintained. I am not talking on 
behalf of the private sector, but I ^  
particular that the spirit of competiticm 
must be maintained, without which no 
industry will thrive. Not only in the mat
ter of life insurance, but everywhere 
where the public sector comes in, I main
tain that it is in the interests of the pub
lic itself that a small private sector is 
also maintained, whether it be iil tran
sport, banking, life insurance or any
thing. But, I have not the least objec
tion to having greater financial control 
over the management of those compa
nies.

I am told that during the last four or 
five years, the life insurance business has 
increased from Rs. 550 crores to 
Rs. 1,000 crores and odd. It is only re
cently that the great stride has taken 
place. The hon. Finance Minister is ex
pecting, and I think rightly, that he will 
be able to build up the business to about 
Rs. 8,000 crores in the course of the pext 
five or six years. I wish him all success, 
r am fairly certain that he is not going 
to do it. We have the experience of the 
nationalised industries. Nationalised in
dustries will not thrive adequately if 
there is no competition. Take the postal 
savings bank. \^ en  private banks are 
getting lots of savings, a man who wants 
to open an account here has to go and 
wait. I am afraid a time may come 
when a man who wants to make 
a proi^ al will have to tip the 
bearer in the office to get his policy 
accepted. I hope it will be admitted that 
90 per cent, of the people who have 
insured their lives have done that on 
account of the worry, and persuasion 
brought xipon them by the insurance 
agents. They not only go themselves, 
their wives and children also go. To get 
rid of this worrv, you say, all ri^ t, in
sure for Rs. 5,000. That has been the 
experience of most of iis. It may be 
said that the same can exist now al«). 
I 2̂  afraid, no, becau^ there is only 

corporation. Security is the same.

premium in the same. What ik there for 
the field agent to persuade one to take 
out a policy with one as against tl» 
other. My Opinion is that the success 
of the life insurance business is depen
dent mostly on the field force.

[Mr. D eputy-Speaker in the Chair}

My fear is, because there is no scope 
for competition, several of the workers 
will quit the field. Their remuneration  ̂
will not be adequate.

My proposal is this. Have three or 
four or five companies in the private 
sector and form one Insurance Corpo
ration. Have greater financial control 
over the four or five companies. For 
example, say that aU investment must be 
made under the direction of the Invest
ment Board that you are going to create. 
After all, they cannot do any more with 
that. But, the spirit of competition must 
be there. I am very particular that a 
^ irit of competition must be maintain
ed without which any industry, whether 
it is this or that, is likely to go static. 
This is a very important matter. I do not 
know whether I have succeeded in bring
ing home my idea to the hon. Members. 
I did not succeed in bringing it home to 
the Finance Minister. But, I can tell this 
much. If that is not possible, let a cor
poration be formed in such a way that, 
for example, you retain about four or 
five' leading companies. Today there are 
the Oriental, New India, Hindustan, 
United India, etc., companies. You buy 
an the shares; let the Government own 
aU the shares. Let all the rest 150 or 180 
companies be formed into one corpora
tion. Apparently, these are different 
companies. They have a constitution. 
They have an organisation. You are tak
ing over 200 companies. An organisa
tion has to be created. I do not know 
how many million policyholders arc 
there. Servicing is a tremendous job and 
you have to create an organisation. If 
the Oriental is now owned by the Gov
ernment, an organisation is there. The 
New India organisation is there; the 
secretary is there. After all, all of them 
belong to you. It makes no difference. 
There is goodwill for the names. There 
is goodwill for the human material they 
have got. Besides the Corporation, have 

■four or five companies. I am not parti
cular about the number. These four or 
five companies must be continued though 
all their shares are owped fey the Gov
ernment There will be competition. 
Each company can declare a separate
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bonus, if tbeir actuarial valijation war
rants tjiat. H iey can reduce tbek prer 
mium if their actuaries sup^rt i t  Any
how, this spirit of competition should 
be there.

Failing this, my suggestion is, make 
four, five or six corporations with power 
to work ail over India. There is n6 ter
ritorial or regional corporation, but with 
full power to work in any part of India, 
and if the actuarial valuation warrants, 
with power to give a separate bonus. 
That again creates competition^ After all, 
all these are Government Corporations. 
If, on the contrary, it is a southern or 
western regional corporation, it will be 
very difficult to work and it will make 
matters worse. It will not benefit the 
average policyholder in the country. 
Therefore, I submit, with all the influ
ence that 1 can command, even now, 
it is not too late for this House to agree 
to four or five autonomous corporations, 
ail owned by the Government instead 
of one corporation.

Shri B. S. Marthy (Eluru): Will it not 
raise the ratio of expenses and also lead 
to lack of uniformity?

Shri Matthen: I am coming to .that. 
The ratio of expenses will be lessened. 
I would rather repeat what Shri Shroff 
said that I risk my reputation and say 
that the cost will be more if rural in
surance is attempted. I risk my reputa
tion and say that the cost will be more 
if there is one corporation instead of 
four. There is no incentive to reduce the 
cost. It becomes bureaucratic set up. I 
do not know what is the experience of 
other nationalised industries. Am I to 
take it that Government is nervous to 
nationalise a thing until they get a 
monopoly of it? Monopoly corrupts; 
monopoly demoralises whether it is 
Government or private. The cost will 
definitely go up if there is one cor
poration. If, on the contrary, there is 
competition, corporation A  win try to 
work in such a way that it would be 
able to show that its cost is less. That 
is the catching point.

It will be very difficult, I admit, to 
bring any amendment— I tried to bring 
some amendments— b̂ecause the frame 
is such that nothing can be fitted in, 
unless the Finance Minister takes 
it into his head to do it, and 
revise the whole Act. In the case 
of banking, I brought the same 
argument. The other day, there was a

non-official Bill to nationalise banks. It 
was opposed by the hon. Finance Minis 
ter. Why? Because, we have already 
nationalised a major part of bank
ing by nationalising the Reserve 
Bank and by nationalising the Imperial 
Bank. We do not want all banks to be 
nationalised. We fear that the service 
will get worse and the spirit of com
petition will be destroyed. You do not 
want to do that. Why not apply the 
same principle to the Insurance corpora
tion? Take 85 per cent, of the compa
nies and nationalise them. Leave a small 
private sector. If that is not possible, 
have four or five corporations with 
power to work in any part of India. The 
estimate of the hon. Minister is a total 
insurance of Rs. 8,000 crores. I do not 
know whether I would Kve to see that, 
but many of us who are in the House 
will see that it will never be realised 
if there is to be one corporation. There
fore, my submission is that this ought 
to be radically changed, this idea of one 
Corporation should be revised and it 
should be made into several autonomous 
corporations.

2  P .M .

I have no desire to go into the other 
matter, because, as I said before, I am 
supporting the Report of the Select Com
mittee. Only this one point I have to 
raise. Do not make it a monopoly. Not 
only in this line. We are trying to im
prove and widen the public sector. It 
is good. But in every sector we slu)uld 
see that the private sector is retained.

Shri B. K . Ray (Cuttack): I welcome 
this Bill no doubt, but it is subject to 
certain variations in principle for which 
I shall try to make out a case. Before 
doing so, I will first of all trace the 
history that the Constitution has gone 
through so that we can today legislate 
and act like this on the floor of the 
House.

The Constitution began with defining 
r fundamental rights of the individual,
The '

the fun_--------
one of which according to article 19(1) 
(g) is that every individual can pursue 
any occupation, trfide or business ac
cording to his own free will. This sort 
of freedom is called in the United States 
law, the freedom of economy. So far as 
Government’s power to acquire property 
is concerned, the principles were con
tained in article 31 of the Constitution 
to the effect that they must pay due 
compensation for faking private persons’
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[Shri B. K. Ray]
properties for public purposes. Now, just 
as it happened in the American Consti
tution, so it happened here, that the 
Government after functioning found that 
in order to give relief to the people, in 
order to follow the directives contained 
in the Constitution, in order to bring 
about a socialist pattern of society, they 
had to have certain powers. Then came 
the Constitution (First Amendment) Act 
which brought into the Constitution 
clause (6) of article 19 which provides 
that the State can make and should 
not be prevented from making such a 
law for carrying on any trade or occu
pation or provision or business to the 
complete or partial exclusion of its citi
zens. Whether this clause gives the right 
of monopoly to the State, whether it 
empowers the legislature or Parliament 
to pass such a law is a question of some 
doubt. It may be according to one inter
pretation that particular businesses can 
be acquired to the complete exclusion of 
the citizens. In the light of this consti
tutional set-up, the scope and object of 
the present Bill are two-fold; to acquire 
all the business that is being carried on 
by the various companies in life insur
ance and then to pay compensation to 
them, with regard to which the consti
tutional position is that even if inade
quate compensation is paid, provided it 
is defined in any particular Act or law, 
that enables the State to acquire the busi
ness, and it cannot be called into ques
tion in any court. Then came clause (6) 
of article 19 to which I have already 
referred.

Now, what was the object of these 
amendments to the Constitution? The 
object was not to deprive the citizens 
of their properties, not to enable the 
State to take away all the properties 
from the citizens and to deal with them, 
but to make the State powerful enough 
to take such steps if necessary in cases 
of emergency. My point is that accord
ing to the scope of this Bill no citizen in 
India can carry on any life insurance 
business. That is contained in clause 30 
of the Bill. No doubt the legislature 
can make such a law, but is there ^ y  
necessity for doing so? There may be 
good necessity for producing a socialist 
pattern of ^ciety, to prevent the con
centration of wealth in the hands of a 
few and to enable the same to be dis
tributed amongst the destitute, the dis
abled and the have-nots, quite so, but 
is there any such reason that even small 
businesses by individuals for the purpose

of creating themselves an occupation 
should not be permitted? If it be per
mitted would it be difficult for the Gov- 
emnaent to carry on this business through 
the State-owned or State-controlled Cor
poration?

The other day in the course of the 
debate in the Rajya Sabha on a reso
lution that there should be a ceiling on 
income, our Prime Minister intervened 
and tried to assert that the socialist pat* 
tern of society that we are aiming at is 
not of a doctrinaire character and we are 
not going to achieve it by cutting down 
the society from its higher level but by 
raising society from the bottom. This is 
just Uke what Vasco da Gama did after 
he discovered the sea route to India 
when he was called to a banquet by the 
King. At the table, his compatriots de
cried him and said : “This is just com- 
monsense to go there and reach. What 
has he done?” He just drew two lines, 
one bigger and one smaller on the table 
and asked his friends to make the two 
lines equal without cutting an3rthing. The 
gentlemen got puzzled. Then Vasco da 
Gama said : “This is the only thing I 
did. What I did is commonsense, and 
here is commonsense'*. He extended the 
smaller line till it became equal to the 
bigger line. So, that is the method which 
we ought to adopt.

Therefore, while welcoming the Bill, 
I am making two suggestions. So far 
as the monopoly is concerned, it must 
be dropped. I am considering this Bill not 
from the aspect of what it provides, but 
from the aspect of its serving as a pre
cedent, of its setting up a conventioiL 
Once you allow the State to have a 
monopoly in businesses, it may go on 
from one to the other. Let us have 
a picture before us carrying this lo^c 
to its ultimate conclusion. What will 
happen? The Government may take aH 
the lands and parcel them out into small 
ones to the j^rsons who will actually 
cultivate them. Government may take 
over all the factories for machine tools 
etc., leaving only the blacksmiths and 
artisans. And Government may take over 
all businesses, reducing us all to ser
vants. So, this will produce a nation of 
servants. But we want middleclass people 
who are the backbone of the society. 
The middle class people must be left to 
have their own trade, to have their own 
occupations, to have their own enter
prises according to their wishes. There
fore, what harm is there if smaller busi
ness is allowed to go on and if people
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are allowed to have smaller business not
withstanding the forming of this Corpo
ration?

The second object is that you are go
ing to help by this measure the creation 
of a socialist pattern of society, barring 
the concentration of wealth in the hands 
of a few, and encoura^ng distribution 
amongst the many. This must be ex
pressly provided for in the Bill. Can any
body lay his finger on any provision of 
the Bill to show that the socialist pattern 
o f society is being really produced? 
No doubt, I see that there are provi
sions in the Bill so far as policyholders 
are concerned, that they will get more 
bonus. About 95 per cent, is going 
to be distributed to them, but that is in 
view of their investment; and the rest 
is to be taken by the Central Govern
ment. But the Bill contains no direction, 
no limit, and no restraint as to how the 
Central Government should use it. Sup
pose the Central Government add it to 
their revenues and use it as expenditure 
in their highly luxurious administrative 
machine^, then does this Bill support 
a socialist pattern of society? There 
ought to be something in the Bill itself 
as to how Government will spend the 
surplus amount which comes into their 
hands. It must be spent on social wel
fare, say, in compidsory education, or 
unemployment benefit fund and some
thing of that kind.

So, subject to these two principles, I 
support the Bill. So far as the mono
poly is concerned, it is wrong. It is all 
quite simple to say that monopoly can 
be adopted, but there has to be 
some limit. It is the responsibility of this 
House, though the will of the pwple has 
given power to the legislature to make 
the State completely the owner of all 
business, all trades and all properties, 
and that too, not even with adequate 
compensation. But who is going to put 
the reasonable restraints on Govern
ment? Of course, the weakness of Gov
ernment has been removed. So far as 
that goes, it was quite right, and it was 
quite good on the part of this House to 
have amended the Constitution. Now 
that the power is in this House, this 
House has to restrain Government in* 
exercising those powers. The limits that 
I have set are reasonable Umits within 
which this law has to apply.

Therefore, I suggest that the monopoly 
clause should be deleted. So far as the 
distribution of the surplus is concerned, 
there should be a clear providon in the

Bill that the distribution should be made 
use of for those who are worthy. There 
are lots of beggars going about in the 
streets; we cannot have alms-houses, and 
we cannot successfully implement it. 
Again, lots of i^ p le  are unemployed, 
and we cannot give them unemployment 
benefit. So, I would suggest that at least 
tor certain cases like that, the money 
which is suiplus should be earmarked, 
daat is, for giving benefit to such classes 
of persons.

With these words, I support the Bill.

Shri Bansal (Jhajjar— Rewari) : At the 
outset, I would like to pay a compli
ment to the chairman of the Select Com
mittee who has done the work with such 
calm, patience and diligence, that he 
has earned the gratitude of every one 
of us. I must also compliment the vari
ous Members of the Select Committee 
who tried their best to understand the 
point of view of one another on this 
very controversial matter, and came more 
or less to agreed conclusions, ex
cepting of course on a few issues. 
Whether in principle I agree to nationa
lisation of insurance or not, now that it 
is a fait accompli I think the Bill in its 
present form was the best possible com
promise, excepting of course for one or 
two clauses on which I shall have some
thing to say.

Although the Select Committee did 
not make many fundamental changes in 
the Bill, they have amended it to im
prove it to a great extent The main 
constituents in insurance business are the 
policyholders, the employees, and the 
shar^olders. The Select Committee have 
improved the provisions in respect of all 
these three categories of persons who are 
interested in insurance business. One 
very wholesome change that the Select 
Committee have made is that they have 
now assured the policyholders thaft they 
will get their policies in cash. By the 
new amended clause 37, policvholders 
have been assured that after the maturity 
of their policies, they will get the amount 
back In cash.

Shri A. M. Thomas (Emakulam); Was 
there any doubt?

Siri Bansal: Yes. There was a great 
deal of doubt in the minds of the public. 
I can assure my hon. friend and a num
ber of people had told me that unless 
this provision of cash payment were spe
cifically mentioned it may be that after 
twenty years or fifteen years. Govern^ 
ment may say that they will return the
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money in bonds. So, I t l^ k  it is a very 
wholesome improvement that has been 
made. Another thing that has aheady 
been done is the rationalisation of the 
scales of premitmi. That has not been 
done by the Select Committee, but I am 
glad that Government have already taken 
some steps in that direction.

Then, there was this question of re
duction of the amounts payable to the 
policyholders of those companies who 
were not doing well or who were not 
likely to prove as having done very well. 
Tlie clause provided that the corporation 
would be empowered to reduce the pay
ment in respect of such policyholders. 
The Select Committee went mto this 
question in great detail, and then ulti
mately came to the conclusion that the 
Finance Minister should be pleased to 
give an assurance on the floor of thjS 
House that this reduction will be donie 
after jgiving due consideration to the in
terests of policyholders, and I trust that 
the Finance Minister will give this as
surance to us. .

Then, there was the question whether 
the corporation should function on busi
ness principles or any other principles. 
The Select Committee have put in a 
specific clause that the corporation will 
function on business lines. I welcome 
that change also.

Sfari S. S. More (Sholapur): What does 
it mean ? Does if mean that the bureau
cratic character will change?

Shri Bansa!: That means that business 
principles will be applied as far as pos
sible in the working of the corporation. 
This is a sort of directive to the new cor
poration that in deciding upon any is
sues, they will keep the business prin
ciples in view.

As regards the employees, I am glad 
that the Select Committee have made 
one very important change, and that is 
in respect of the employees of the chief 
agents. Some of us felt that inasmuch 
as the employees of the chief agents 
were whole-time employees and were al
most on a par with the employees of the 
insurance companies, they should also 
be given some stability and sonfie assur
ance as to the continuance of their em
ployment. I am glad that that has been 
done. Then, an employees’ and agents* 
relation committee has been formed 
which, t  am sure, will function in the 
wav in which the interests of the em
ployees and agents will be safeguarded-

I now come to the coatioversial point 
in regard to the shareholders. Here, the 
Select Committee have made iwo small 
changes, one of which is in Part A  of 
the First Schedule, wh^e the liunimtm) 
of ̂  the percentage has t e n  raised froip 
3 to As the Finance Minister has 
stated, this will be o f  some help to comr 
panies which were being more generous 
as far as the policyholders were con- 
cemed. I welcome that change. In 
fact, I myself would have liked that 
the percentage should have been rais^ 
to 4. but a compromise was reached 
and the Select Committee decided to 
make it 3 i per cent.

‘ There are some amendments to Part A  
of the First Schedule, by a large number 
of friends, and my suggestion would be 
that if Government are in a position to 
reconsider those suggestions, then the 
percentage should be raised from 5 to 6 
per cent, in one case, and from 3 i per 
cent, to 4 per cent, in the other ĉ ise.

I find that there is a lot of misunder
standing on this question of compensa
tion. My hon. friend, Shri Gadgil, felt 
that we were paying very generously to 
the shareholders. I have got a calcula
tion made and I find that those com
panies which will be covered by Part A 
of the Schedule will be getting, all told, 
about 41 per cent, by way of com
pensation. I do not think that can justi
fiably be called very generous- The 
whole difficulty here is— I think one of 
the hon. Members opposite, Shri N. C. 
Chatterjee, made a reference to it— t̂hat 
in the case of one company, the share 
value is increasing by so many tim ^  
I know the case of that company, and 
actually it is on account of that one 
company that other companies are going 
to suffer under the formula that has been 
devised. But the difficulty of Govern
ment and the Select Committee was that 
there could not be devised a formula 
which would discriminate between one 
company and the rest of the companies. 
I am in sympathy with the Government 
on that. But to take out the case of that 
company in order to point out that the 
compensation that is being paid is too 
much is not fair. I am sure if Shri N. C. 
Chaneriee went into the whole question 

^n detail, forctetting the case of that one 
company, taking note of what other 
comminies would be getting, he would 
find thdt the comDcnsation that is being 
paid is not at nli

Then there is a Minute of Dissent by 
Shri T. N. Singh and Shri Feroze Gandhi 
as regards, the deletion of the words
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'whichever less* from paragraj^ 3(b) 
of Part B of the First ScbeduJe. They 
contend that those words should not have 
been deleted. There seems to be some 
misunderstanding. In the case of those 
companies covered by Part A  of that 
Schedule, if I have understood the BiU 
aright, there is no question of making any 
valuation of the assets of those compa
nies. They will be getting compensation 
on the basis of bonus distributed to the 
shareholders. So in the case of those 
companies— big companies— the question 
of making any valuation on the basis 
of the market price or purchase price 
or sale price simply does not arise. This 
relates to Part B of that Schedule which 
deals with only such companies which 
have not been able to make any alloca
tion even to policyholders. It means that 
this formula will apply mostly to deficit 
companies. I do not know what percen
tage of compensation will be covered by 
these companies, but the fact remains 
that this applies only to those companies 
— they may be large in number or small 
in number; I do not know, I have not 
ascertained the position— ^which were not 
doing well at all and which were not 
able to distribute even to the policy
holders, what to speak of shareholders.

Then, what does the formula say? 
Payment of compensation to them will 
be only on the basis of assets minus 
liabilities. This is because there is no 
other basis to go upon. The only for
mula that is taken is that whatever they 
leave behind will be taken, whatever 
liability there is will have to be met out 
of that, and whatever remains will have 
to be paid to them. 1 know that in the 
large number of cases of these compa
nies, there will be nothing left behind, 
and I do not think I will be far from 
wroni» ir» saying that such companies will 
not get a pie by way of compensaiion. 
If I am wrong, the hon. Minister will 
correct me, but I am on fairly sure 
ground in saying that a large number of 
those companies will not get any com
pensation.

So this question is more a theoretical 
question than a practical one. But my 
hon. friends like to set store by even 
theoretical considerations, because, as 
they point out, it is for the first time that 
we are introducing this principle of pay
ing compensation on the basis of the 
market value. N ^ ,  what are we doing 
here? We are telling these companies. 
*We will pay you on your assets at the 
market value minus your liabilities’ . 
What other formula could have been 

3— 133 L. S.

adopted? I do not know. But I must say 
that the Government were not correct in 
the beginning in placing tiiere the words 
‘whichever is less’; otherwise, that would 
not even have been noticed. I would like 
to tell Government that whenever in 
future they bring forward such contro
versial matters before the House, they 
should weigh every word contained in 
such Bills, because later on these are 
converted into matters of principle on 
which strong stands are bound to be 
taken by the Members of the House.

As regards management, in which the 
country as a whole is interested, I am 
one with those of my hon. friends who 
say that a larger number of corporations 
should have been floated. In fact, I 
would have gone a step further and sug
gested that the bigger companies ought 
to have been allowed to remain as they 
are with their names, and the smaller 
companies ought to have been amal
gamated, so that we would have in the 
county about half a dozen or eight cor
porations and they would have com
peted with each other in securing busi
ness and showing their performance to 
the community. But now that it has not 
been done, I would like that this Cor
poration functions in the manner that 
we all expect it to function, because, as 
the Finance Minister has said, on this 
will depend a lot of the developmental 
progress of our country, since he is ex
pecting that by means of this Corpora
tion instead of the business which is run* 
nine at about Rs. 1,000 crores, he will 
be able to achieve the figure of Rs. 8,000 
or 9,000 crores in about ten years. 1 am 
not very sure in my mind how that is 
poina to happen, judging from the way 
in which the Imperial Bank after nationa
lisation has been functioning; we were 
promised all sorts of things, so many 
branches will be started and so on, but 
I do not think those promises have been 
fulfilled. But we must all hope and pray 
that whatever the Finance Minister has 
in view will somehow come about.

I am glad that the Select Committee 
has gone into the question of the forma
tion of an Investment Committee which 
will take care of the investment pon- 
folio of this Corporation. I hope that 
the advice given by that Investment 
Committee will be taken full account of 
by the Corporation.

Before I go to one or two aspecte of 
investment, I would just refer to the 
question of accountability. It has natu
rally created a lot of heat in the House.
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1 am in full sympathy with those Mem- 
becs who think that the accountai^ty 
o f  these corporations to this Parliament 
should not be hampered by any meflna. 
Papers have been circulated and dis- 
ci^ions have already taken place on 
this. Now that both sides are almost 
equally matched, this question is bound 
to come up again and again, and I 
doubt if at this moment in such a hurry 
we are going to come to any amicable 
solution. My suggestion, therefore, is for 
the appointment of a Committee of the 
House to go into this whole question 
as to what should be the procedure for 
maintaining or keeping intact the ac
countability of these corporations to this 
Parliament. Let that Committee be pre
sided over by the Speaker; let tiie Fin
ance Minister and some other Members 
of the House be members of the Com
mittee. Let them thrash out all the pros 
and cons and arrive at the best solution, 
so that these corporations and companies 
which are bound to come into being in 
greater number in future are managed 
and run on sound business principles 
without undue intereference from any 
quarter and also the accountability of 
these corporations to this Parliament is 
kept intact. I think the whole question 
should be considered by such a Com
mittee of the House so that there will 
*̂ e an end to this controversy once for
A\l

Now, I come to one small point re
garding investment. I understand that the 
Custodians are investing the moneys, for 
which purpose they have kept on their 
approv^ list of securities only foueign 
companies in our country. I understand 
seven or eight companies have been plac
ed on the approved list and they are all 
foreign companies. The Finance Minis
ter will ask me as to what is the defi
nition of a ‘foreign company*. In my 
opinion, any company which has more 
than 49 per cent, capital foreign should 
be considered a foreign company; any 
company in which the majority directo
rate is foreign should be a foreign com
pany; and company in which more than 
50 per cent, of the effective control is 
in foreign hands is a foreign company, I 
do not understand how these Custodians 
or Controllers— ^whatever you call them 
— have been able to find out that only 
foreign companies can be placed on the 
approved list and not a single Int^an 
company. If my information is right, I 
would like a clarification from the Hn- 
ance Minister because, it gives a peculiar

slant to our policy of nationalisatiQn as 
well as to the policy that h  going to be 
followed in assis'ting Indian or foreigo 
enterprise.

. The Finance Minister stated in the 
House that after the Custodians 
taken charge, the business was increas
ing. I am very glad that the business 
was increasing ; but, my own informa
tion is that it has actually been decreas
ing. Whatever figures were given to the 
Fin... .̂ce Minister, I think, were not very 
reliable because the Custodians, I am 
toki, took credit for the business done 
in me last months of the last year and 

shown it in the books of the current 
year. If what I am saying is true, then,
I would like the Finance Minister to 
check it up and ask those Custodians 
to prove to his satisfaction that the state
ments which were given to him by them 
were really correct. Otherwise, what I 
fear is that the whole structure which the 
Finance Minister has built up of proving 
that the business under nationahsed in
surance is increasing will be taken away 
from under his feet. I am sure it will 
not be a very good thing either for the 
Corporation or for the Finance Minister. 
If my information is correct, then those 
people who have supplied tMs informa
tion to the Finance Minister have not 
done well by him. My own feeling is 
that in the current year the business is 
bound to come down because a lot of 
adjustment has to take place. If the busi
ness actually comes down and does not 
increase, the Finance Minister wiU have 
no explanation to put forward in view 
of the categorical statement which he 
has made that the business is actually 
increasing.

I understand from somebody who 
has written to me that these Custodians 
are refusing to accept sub-standard poli
cies. As you know, if a person is over
weight or under-weight, formerly, in
surance companies used to accept such 
policies on slightly higher rates of pre
mium and that was possible because 
those companies used to reinsure with 
certain foreign companies. Now, I 
understand these Custodians have been 
issued instructions by the Finance Minis
try— or I do not know by whom— that 
they should not reinsure with foreign 
companies and they should only reinsure 
with Indian companies. I do not know 
which are the Indian companies which 
do this reinsurance business. If there is 
no reinsurance business, then, sub-fttan* 
dard poUcies are not being accepted 1
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want to know from the Finance Minis
ter what the position in regard to this 
matter is.

Then, I come to clause 45 where it is 
mentioned, with regard to composite 
companies, that as soon as the Act comes 
into force, the Corporation will take 
steps to transfer the assets and liabilities 
of these composite companies, as far as 
general insurance is concerned, to those 
companies. I would like to know whe
ther any steps have been taken by now 
so that this provision will be ^ven effect 
to as soon as the Act comes into force. 
This sort of Uncertainty as ô how 
long it will take for all these matters 
to be settled will do no good to any
body. I would very much like to know 
from the Finance Minister as to whether 
any steps are being taken in respect of 
these composite companies. .

My next point is with regard to the 
functioning of this Corporation, the 
standards to be maintained and the aims 
which it should place before itself. Here, 
I cannot do better than to refer to the 
speech of the Finance Minister himself 
which he made on his motion for refer
ence of *his Bin to the Select Committee. 
In adverting to the criticism about the 
manner in which private insurance com
panies had been functioning, he made a 
series of remarks. I cannot do better 
than request the Finance Minister to 
underline those so-called misdeeds of the 
private insurer and get them framed and 
placed in all the offices of the Corpora
tion so that they can see which are tho 
things they should not do. That is the 
best possible way of reminding them 
that they are not to repeat what was 
supposed to have been done by the pri
vate insurers.

He said that there were a large num
ber of malpractices. I hope these mal
practices will not be indulged in by the 
Corporation or its branch^. Then, he 
said that the insurance business was be
ing nationalised because the expense 
ratio was very high. In the Bill, there is 
nothing to regulate the expense ratio. 
I know vhy friends are doubtful about it 
but I leave it to Government itself. But, 
whenever we find that the expense ratio 
is high, we will take notice of it in this 
House and tell Government that the ex
pense ratio should be reduced. As this 
so-called high expense ratio in this coun
try— ŵith which I do not agree— is 
one of the reasons for natipnalisation, I 
suggest that this ^ ou ld  be another im
portant point which should be kept al
ways in view by the Corporation.

Another point urged against the pri
vate insurer was the high premium r a ^ . 
On tliis also, the Si^rintendent of In
surance had something different to say 
in 1948. The Finance Minister again 
thought it fit to charge the insurance 
companies with charging high premium 
rates. I am sure the ^rporation wiU re
duce these rates further. The Finance 
Minister also mentioned post-policy ser
vices. I can tell you from my eiq)erience 
-^I have also three policies— t̂hat before 
the business was handed over to the 
Custodians, somebody used to come to 
me asking me once or twice a year as 
to whether my policies were working, 
whether I was paying my premium in 
time etc. But, since t ^  Custodians took 
over, nobody has come and I hope Gov
ernment will do something to improve 
the post-policy service so that the policy
holders obtain better services from this 
Corporation.

Another point which he made very 
prominently was that very inadequate 
progress has been made by the insur
ance companies in this co u n ^ , although 
the total business was running at about 
Rs. 1,000 crores. He thou^t that it 
should be more than Rs. 8,000 crores 
in the coming 5 or 6 years, and, judged 
from that standard, the figure was very 
low. Here again, I would suggest that 
the Corporation should keep in mind 
this important factor and do its best to 

‘ increase the business by about Rs. 1,000 
crores every year. If Rs. 8,000 crores 
has to be reached, it will work out at 
this figure of one thousand per year. I 
am sure it will take a good lot of doing. 
Inasmuch as promises are being made 
easily, I think, it will be for the House 
to examine the position next year or the 
year after that whether these promises 
have been fulfilled.

About investment, I have already 
spoken. One final point about the limit 
for investment in Government securities 
or private companies is this. The Fin
ance Minister said that the Corporation 
will be made to function in such a way 
that the private sector is not starved of 
the funds. I would like to see some posi
tive evidence of this because from what 
has come to my knowledge so far, what
ever investments have been made have 
been made only in foreign companies 
and if foreign companies alone mean the 
private sector in this country, then God 
help us.

I trust what all 1 have said will be 
considered by the Fmance Minister and 
he will not only give a statement as to
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which are the companies in' which in
vestment is being made but would take 
the House also into confidence as to 
what is the policy of Government in 
regard to this investment.

With these remarks, I would like to 
suggest that if it is possible. Govern
ment may accept one or two minor 
amendments in regard to compensation 
and see that those companies which 
were not well-off do not suffer because 
uniform policy has been adopted. 1 
would welcome it very much. I would 
also welcome the appointment of a high- 
power committee of this House to settle 
this question of accountability once for 
all.
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f  2Tf 5nf% ^ l i t e  5Trf̂ '5R

1̂ WTvToqi r̂Tzft)
^  ^Tfe^rrTRT f ^  3̂rPTT
f^Rft ’*fl’ ^  ^ I
t̂̂ TT f% ^  d N K  ^|?T ^  iTTznft

^  f i t  ^ 5TTT 5fvF|^ ^  ^  ^  
^ vftlft ^  «l'ail I

t  ^  ftOT ^  ^  ^
T^ rfk  ’TT I

^ ^  cR»3r^ ;gf̂  fiqjH
^  f e ^ p n  = ^ T f^  i ,  q r  ^ itt^  

r̂̂ «CH ^ ^  t  ^  ^
^ftr*<ihT ^  $P7^ ^  ^^"^TT
f^4 || ^  I (i|TT *fh T
f ^  * f ^ )  ^ T T ^  ̂  %  2T  ̂ ^
^  ^  ^  ^F^rf^nr^ ii-^ < d r«h J^ (q iR ii-

I , ^  fW  ?nf^-
zT-w[T^ ( t o r ^  «̂TT ^^\^m 
^ 3 n f ¥ l ^  ( ^ q f t ^ )  T?:

F̂T 1 ̂   ̂̂  I ^  I *4̂

t  f¥  w  'mhP̂ Î’1 ^ f r f
('d'o  ̂ ^^Mifn+i 0 ) ^
% ^  ^  ? fk  
% M\UZJ, ^P TT^ ^  <r^rd?n

(^^H«nn) ^
ilHN I ^  I t
cTFfl^ f  ^  «l^ r̂d #
^  ^  ( ^ )  t  • t  w  f ^
^  r «M ld ^ d ^  (f^^TT’f f )

( ^  ^TT )̂ ^
( ^ T ^ )  #  ^  ^  I 4

^  ^  ^ J ^  % f ^  f ,  ^
2  ̂ - m  %  a<4K » T ^  ^  f ^
^  W T  ( ^ r f ^  f ^ )

TT̂  M jftzx ^jfrw
M<1^ + ) % ’M^MI ^ tf

f t — ^ 3 ^  ^  id^W TT^
fe ft  ^  ^  I ^  #

^ T ^  ^ I ̂  ^  ?nrt «ft 5f?[RT # T̂JŴ TT

ĴTT  ̂ t  ^  ^
IT̂

% «f^ ^  T̂RJ '̂5il< W*T ^
^  < T T f^ f^  ^  I
1T‘ ^  f  f i  % f w  cTT̂

W *T ^iTTipT,
wn:  ̂  ^  ^  tr̂ TRT̂  ( f e ^ )
?T ^  I 4  ?T3T

^ T T ^  t ,  ^ r r r r  «i<?m i

t ,  ̂  ^  ^  ( ^ )
t  ?rrT f  ̂  ?TW  ?  %  ?ft^

^  ^  % tr r̂rSFCT
( ^ )  2PT cTT̂ N  (^ T | ft ) t ,  f^ra%  

f jT r ir  ^  ^ i V T * r  % T T ^ T T i^  f ,

f i r a %  ^  ^  %  rn fT^g ^  I ,
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i ,  ^  w  M W  #  ^
( ^ m  q f t w )  ^  ^  i

0 <1(̂ 1*) *pt

f  ̂  ^  ?RTT fTT^R^ ^ T R
|>TT I IT' 3Tf V T W

% i f r ^  ( 5 n ^ )  t ‘ ^  
g ^  4)<H1̂ T t ,

«ftJr 5[fw t ,  ^mff^ t  ^

f̂‘ 2?  ̂ ^TFRT =^T^ g ?nn: ^  fe ir
»RT, cfr ( ^ )  q r
^nft)f^  TT ^  ^ T R  T f ^  ^
^  ?[N> 3TTW ( f ^  T̂TZPTT) I

^  ^  IV  ?rrr
^»PT (3TRT) WK fsRFTT

f^  ?rn =^T^ 11 ^  ^  ^  w  
fTOT #  ^  ^  ^  ttcfthh: %
^nft q r wj ^  f t  ^

^3^^ f w  ^  ^ fti ^  ^  ? n w  
fV  (f^ fi.l^ ) cTTt% ^  ^  [̂iT*n
^x fTOT ^  j n  ^ n w  I
?nn: ^ttt i r r f ^  ^jpr^ ?fk 

% t f m  fV  p -
^Rn%, ^  ^2T HI" ^nrff ^ 

^  ?rmT f^ w  fTOT ^  ^  «TT ^  
T f  T̂̂ *\\ I ^  ^
f  ^  ^  ( f ^ )  

«tMwi (^ fT  f^rr) f  ^  q r 
^  ? n f ^  t  » ’T' V T i ^
f t f ' t w  % f^ îAid ? r ^  ^ f̂hr

5PT ^ T T ^  ^  ^  ^
t  ^  ( W m )  ^T3^ %
^TTfR t  ^ 3 ^  q r m f  I ĴTSft-

^T) %\î ’4H6 T ^  I  I

?PTT "5  ̂ ?R^ ^
^  ̂  1% ?nflZT“^FR^ ?ftr
'>iH n»tfi ẐTFT ^  ^

^  ^  t  f^f^T5r% 5IT^
yrf^TC f̂t 'RRTT »fft' fV  ^
^  f?T ^TTfrf q r T ^

^ 'di*!*!*!. *̂1 f̂ Fcnfir ^
f  I #' % ’fsrrfw

f% ^  ITPM ^  |tr ^iTVt
fV  ’Mlf«c< 5̂PR5T iftr 

^FTT^ »T ^  ^
Pf> ^mia ^  ftT ^rrrftrw i ^  

T̂FT f^nrr '*im i ^ iV
’Hlfsi^. 'SRT^ ^  ^

^  ^ I ?mT ^  '5f^^
t  f r  # $ rw T H  ^

j j #  ^RT ^ ^  3̂Tt^
^5TR^ I ^  ^H ia  ^  1^ ? T ^
^  ^viiiRit! [̂n?TT ^ n r^  ^ fV  ^  sTTWhR

^  ^  fe r  H f  "€tqi y\^dH 
^  ( s r f ^ )  ^  Wf, ^
^  3ft Hl«0'i»l»1 ^ vSt1*TTl <̂?<'T)< ^ <1 JT^

^  t  ^  ^
Hit1<̂ i +i|crt ^ '̂*|qlvj| f+i l̂  ̂ ^
^  q r ^  s rN Y ^  ¥ t

f^RTT ^ f% a«J<̂ l<?i ^  ^
apt 'a<̂ <d ^ I ?TT  ̂ ^  91^ .̂''sic.

?TT# ^  
( 3 f r f ^  ^  ^TT^) ^

^  '»i(i(<ii ^ t ^ ^ t t  t
?nT ^«tM ^  q ^  ^ fV  3ft W TT 
srrfinTT?? % fTTqr^ % JT̂ +̂ UI)
q r fir^RfT ^ ?r^ ^  nO«M
^  I ?nft ^  ^T!RT T ^  t  f% ^  
^  r<»^’M<?i ^  W IT  ^T^Ht % qra" ’Midi 
t  ^  ,^ 3 ^  JTTprft ^ 3 ^  
^ W T T f ^ ^ n ^ l
^  mqr t  I ^  ^  ^

? fk  ^  ^  
^rnr t̂ t w , ?fk îht ^  ^
^  ^  wrm m^T «iT ^  ^r*T
^  3TTW I # f¥

w r  3 tr sirffV t f ^  w\ ^
f ^ ? r  t  ^  rn:  ̂ ^ w r
3TT «̂t>al ^ I ?rnT \î «h\ STTF5T-

( t ^ r f ^  f t w r )  f e f
3!T^ f̂t q^a< I ^ fe r  ^ft ?rrq^
^^RTt 5̂1*1 ^  ^  <iO+l T ^  ^
^̂ Rh" aO«M ^  ( ’m ‘̂ <!1 ) *1̂   
s r m  t  ^  13:̂  ^
,3 n ^ , # «T^  ^  (? n f ^  w r )  ^
ftnqr s r m r i #  % ?r# afPRi
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T̂RTT t  ^  I  ft)
l̂ r̂r) 5TR I 

I  f¥ VPT
WHRT W  ^  I ?R

«iK fvTvpft I ^^«hl »idl'>li
• ^  ^  n̂i^rO ^

^5W ft?r S im  qr ^  5T  ̂ f^ r w  i 
?=nmm' f  ^  ^  i

^ ^r#irf ft) (jff-
) f t j^  5|W I ftW cRt% ^  ft) 
T̂FcpfV % # «T^  ^  ^  «TT ^  

dO«t)i <f)l̂ ’H T ^  T̂RT «)'Jii'M ^̂ 1% ft) >d»̂ +̂  
iHHMi ^  ftnrr ^  I ?HTT ^rrr ^ 3 ^  

T̂M ^  r̂r?’ ^  «T̂ fNrT ^  ^^rr
ft) '3h«t| r̂r  ̂ >nr ^»rr3nT ^hrr
^ftr ^  iTT̂  ^ w r »T Fhhh ^
r< 4 + a I ^  *t)^dl

ft? ^  ^  t  ^  
2 f t f ^  I A' ^ .̂ i  ftr

^  ^  ^  R̂ftn" ^  t
^>PR X f ^  I

^  t  ft) T̂Tsr 5FTR ^MT ^ ^
^  (fsTPTrfw

^TW^) % ^  ^  ^  ^  t  ^  ^
^  ^  ^ T̂FT %
q f#  ^  «fr I ^R ^  ^
^  ^  «?T ft)^
< R f^  p̂rcpfr ^  ^

f t j^  I ftPT ^Tpcpfhr %
®WHi (wrftRT T̂%) ’T ^
)̂T̂  ft^  ?iV̂  ÊTT̂ ^

(#^rft^) % ^ ftn̂
I w  r̂sr̂  ^  ^  +H fn^i ^  ft) tw r

# t o T o t  (f^nTFspT) % |̂cT 
apPT 5T)f, f t r o  ( ? m )  ^  ^  I

T̂PTfft ^  f
^TT̂  ^ftr ftrrot ^̂ ?TR T̂Fpft ^  
j|»T̂  ^  ^fenri ^
ftFRTf ŝnrPT ’TO ^  t ,

?flT T̂MT rTTORT
THT [ ^
sm m ^  (^nT5) «ft #ftj^ 'n^f^H % ^  

+ 0 'sl '̂TJT ^  ^nrzRK mf+t^i*i 
I F̂*T5ft ^  ^  ^i<in

^  t  ^  ftf ^  t  I
^ 3 ^  t e n  gvr ^

5T̂  I W R ^  ^  \^vy % 
^  ^  qft?RT ^rrqTfhr ^  ^
^  ĉRI% #ThiTI^ ^
5ift f t r ^  I ?nft ^  Mif+wH

(s ) ftj^  f  ^  ^
^  ^  f t f ^  ^  ?[ff q r  ̂ rm h r

^  ^  ^̂ r*RK t  i 
hI+h ?rr5r ft^r f̂t ftnr^f ^
«l(̂  ^ +')  ̂ *̂ )̂  ti*t)dl ^Pt)

t  ^
'd»^H ®ftfT . F̂PT T̂3[?TT ft)^T
t  ?fk A' W  ^  ^  g I

MldliHH % ? k R  #' ^  m rr ^  
ôRRft ^  WTT ^TftR STT ^  ^ r r q f ^  

^ ^  55RT fe r r  i ? m  t
=Enr^ ^  ? = r^  «ff ft^

^  ŵFTT ^wr % ^̂ )̂  ̂ ^ft)
H®^^H ^  ^ I f̂+*1
ft^m I W IT  TTŴ  ?TR>

(s n f ^ f w )  ^  f t j^  I ^ ftj^  ^  
*f)*̂ »î ?i»i ^  «qM ^ q^4>U^
^  (^ T O T ) W \^  5TR I

^  inftRT ^mFT 3TRT 
^  ^̂ ff% ^xtw^5" «w<-̂  % Ĥdlf̂ 'f)

f  I A ^<aai ^ ftr W  f t ^  ^
ftr̂ F «T^ I ?lV?? v3»1̂

fWmcT ^  i  [ A ^  ^
.^v^’TT ft" ^«T% ^  ft)T ^  f t ^
5iw ?fk WIX ^  ftiTRW ^

t  '

«T ^  rTsraŶ r ^  ^  ^ IT ^ )T^
g I f tp f^   ̂ q w  ( s r f ^ )  ^  ^  f j T ^
^  r̂r?  ̂ »̂TT «»)̂  ̂ ^  
w  t  I A n̂r̂ RTT ^ ft) ?T̂  f r r r w  ^  
^  ^  f  I ftnr^ qt^ qr#s
f t ^  f  f  ft) ^ n f
\9 M<^ ferr ^TR I WTK f t ^  ^
«̂t>di ^  ^ ^'’1 ft  ̂ y n ^  +*i % *b*i 

?[RT %. ft^  T̂W ^  ^  w  ^
«rPT qr ^  R̂?TT i

A fm  ^  ^  ^  ^  rRq> ^  
ft^TRT ^i^ai g  t ^  ^

t  f t T f ^ f ^
(sqiT-in^w) ^  ftf^ *1̂  ft>^ n̂rr |
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#  ^  i  ^  ^  
ĴTiT ^  ^  f^nrr ^ ^

^  ^rfvTEt^ (^rf^nfrf^) ^  ^  ^
^ snw  ^  ^  ^  ^  ^nf5Rt ^ f r

I
^  ^  ^ + rH d> ^  ?̂T5TT

M«ai ^  f ^ R f  ^^TKT^ jTRIT *TT I W

’TIT Rl«MMd t  I WflFT
A' ^ f

?T  ̂ w  t  ^

+*( ^  ^  1% cRj”
«TT I V  ^  t ’ ^  T̂T2T ^

^  f^^Tifld ^  ^
<̂ îF I sHTT 3̂rT ^  ^  n̂r̂ PT

5 rm  ift f  ^
w  ^  ^nwsf % 1 m r  ^  ^
f?TT ^  ^  f^  ^TT  ̂ ^

^  ĴT̂ nr fe rr  i
3 P.M.

^  t  %  TR% ^
^  t  ?At  ^  T t ^  ^
5T^t I ?n1% T ^ W ^  ^^^xTsrnr
^>rr 5qk ^  f^FiRRt
^PH WTK ^  ^ ^  3‘<r¥t clV̂  
f ^ ^ R  ( M ^ )  ftr̂ TT ^ ? r r  i

?nft ^  ( f ^ ^ )  sivq#5r
^  |W  f T̂P ^  T̂FT %

^pPTTfhr T T ^  ^  t  ^  t  I^PT^
W  ^3 ^  ^  517

ti*rai I 1̂ T% ^  ^  cTTThf) ^  ^FT^
^ ^  (#^ ^  %) m m

^ ?TT *T^ ^  3̂̂ r*T Hl^ ŜfFIT * l̂^ai <?if̂ n
^ r̂nirm' i  f% ve. q x ^  %
{ ’̂ )  t ,  q j ^  ¥TT>^>^d
( ^^^Tiviv) % ?p?r?: T J T ^  (f^ r^ fM ) 

^^nfkzt (<T|^) ^ ^
(f^np^pjr) t ,  ^  ^  ^  ^  q r t  

2Tf ^ % i l n r # i r n : ^ | f v ^  w f ^  
sfvrrnfhr t  ?rrT ^rfem x ^ f r
^  5TPTT T̂*T 5!T^ 73^ I ^  ?T^
%  ?T# ^TOT ^rnr# # ifft ^
hh\^a ^  T̂TT t f W r  (mrdt=r) ^rPTsfhr 

^  H><l̂ i («i«i«ii) ^ ?rfePTR
^  % «TT^ >̂nT ^  ^  I

5rn% ^  tT^ ?rr ^  ^  q?vRhr 
% W*T ^  5ft t, ^

^  ^  cRiXtr n̂T5TT
%  ?r̂ TT ^  ?fh:

2FT t r f ^  ( ^ )  ^  ^  ^  
t̂ZR  T̂Rt
fq=RT (^TRW f ^ )  ^  <̂ŝ ai ^ ^

tl^Ha f  I ?HTt ^
^̂ hRft ^  ĤTP ^ ^  4>̂ l F̂TT 1%

( ^ )
^  ^  ^ ^  JT̂  t  JTT^
^  (^ 3 ^  ^ )  ^rm ÎTRT ^
T̂TRT ^  ^  ^RT m  ( ^ )  # ^  

^n-^<ri9iH »T^ ^  H®RTT ?ftr ^  ^nrsT 
ĤF̂rr ^ ^  T̂T̂ 'Sft̂

^  ^  M-fpdr̂ qj
w m  ^  (It^r ^  ^

5T̂ 5i7[f qr ^  t̂’TT
€\ A ^  R̂?RTT ^  ^
fe R T  trt^TO T|?TT \ t  ^RfRTT  ̂ f^ 

% %m^  ?t5^ =#3t
^  ?nTT^ li«rHf«14^^H (5TWR) 

^  i% n̂̂ T
% fRTT (^c^<d() « fk

^rni st^ ^  q r ^  ?ftT 
q r ?tq^ R̂q> 1%%

^  f r m  I JT̂  ^  ^  t  ^
a«*<̂ <?fl ^  ^ ^  n̂r

^  ^  ?nq%
q>T^ C5TPT q^^fhr it fsrt)
^  ^rnrirnft w  ’tt  t  f t
?nq’ ^  <̂ km1̂ 9i«i % »̂T*T ^  f̂ F5T cRt% 

%  =5FTT̂  t  I WTK ^  yr*pn“< ^  ^  
^JTRt ?fhr Tfft- 5Fmi  ̂ ^
«prff^ ^rnr a<)^ q r
^  qra" ^qqj ?i1t

r*dWd<
? fS TR ^rft?^  c; ^^TR^rrr^ 

TO ^ T  ^  ^
^  '>l^^d «T^ ^ I

# ^  ti*«^dl 5 f% 5ft ?TR
^nq’ ^  ^
% ypiar̂  # 5ft ft 5rrJT i ^  
5̂tt ÊT'nr ^  f̂Vr v f
^ ^  >̂T 5f ^  ^  ti^lc )
w r  t  I



^ 3 7 I4fe Insurance 21 MAY 1956 Corporation B ill 9038

Shri M om in  (Ganganaigar-Jhun- 
jhunu): Mr. Deputy-Speakcr, I support 
Ihis Bill as it has come from the ^ lect 
Committee and oppose the various 
minutes of dissent which have been ap- 
.pended to the report of the Select Com
mittee. There are two main points on 
which the minutes of dissent have been 
written; one about the Auditor-General 
and the other on the question of com
pensation.

Talking first about Auditor-General, I 
frankly feel that once you accept the 
principle of establishing autonomus cor
porations, corporations with a certain 
amount of freedom and initiative and 
their own organisational set-up of audit 
«tc. You cannot insist on these rigid 
requirements to insist that the accounts 
o f the Corporation should be audited 
by the Auditor-General is, I think, just 
to create conditions in which the corpo
rations cannot function freely. It 
amounts to putting fetters in their hands.

Sir, I am as anxious, as anybody else 
in this House, to ensure the accounta
bility of this huge Corporation to this 
House. I am second to none in suggest
ing that this House should have full con
trol over the affairs and the manage
ment of this Corporation. The question 
is, how to achieve it. What is the 
mechanism by which we can achieve 
that object? In other words how this 
House could exercise effective control 
over the financial policy of the Corpo
ration? Is it suggested, that it is only 
through the Auditor-General that we 

can have this control, or, is it possible 
for this House to exercise control even 
in some other ways? I respectfully sub
mit that this House has ample alterna
tives to have such control, notwithstand
ing the fact that the accounts of the 
Corporation are not going to be audited 
by the Auditor-General. For example, 
firstly, the House has an opportunity to 
discuss the affairs of such corporations 
at the time of annual budget or even 
at the time of discussion on the Presi
dential Address. Secondly the House has 
also opportunity to discuss the affairs 
when an amending bill to amend the 
Act concerning the Cc^oration is 
brought before the House. Tnirdly at the 
time when the annual reports are placed 
before the House for discussion. Then 
again, by putting questions. So far as 
^  questions are concerned, M;*. 
Speaker has been very liberal in allow- 
tng all sorts of questions on the varied 
:activitie8 of tfiese different corporations. 
In England and other countries there is

some sort of restriction put on the scope 
of questions that can be asked in the 
Parliament on the working of corpora
tions.

Shri Nambiar (Mayuram) : Accounta
bility is different from puttmg questions 
in the Parliament. I think the hon. Mem
ber must differentiate between ‘accoun
tability’ and ‘check’.

Shri Morarka: My hon. friend, it
seems, understands the meaning of the 
word ‘accountability’ only in the nar
row sense of book-keeping and accounts. 
‘Accountability’ here means responsibi
lity or answerability to this House; how 
this House can have control over the 
affairs of the corporations etc.

Mr. Deputy-Speaker: Both the hon. 
Members are fully entitle 
own notions.

lly entitled to have their

Shri Morarka : The point is, when
questions are put about the working of 
these corporations and the Ministers are 
asked to give answers to those questions, 
then the affairs of these corporations are 
probsed into by this House and this 
House can have ample opportunity to 
expose the working of these corpora
tions. ‘

Now, there is a difference between a 
commercial auditor and the Auditor- 
General. The difference is this. So far 
as a commercial auditor is concerned, 
he audits the affairs of a corporation in 
a straightforward manner in the sense 
that he is only concerned whether the 
expenditure made by the corporation is 
properly accounted for or not and 
whether the receipts are also pro
perly accounted for or not. But so 
far as the Auditor-General is concerned, 
he carries out audit in three ways. 
Firstly, he has to do the straight audit 
which I have just mentioned. Secondly, 
he reports on wastage and extravagance 
of the Corporation. Thirdly, he also 
reports on the so-called ‘Appropriation 
Audit’ ; that is, whether amount 
sanctioned by the Parliament has been 
properly appropriated or not. In com
mercial concerns, when once an amount 
is sanctioned, it is not necessary for 
either extravagance audit or the audit to 
see whether the amount is properly ap
propriated or not. These things are not 
necessar>' so far as business corporations 
are concerned. Only first type of ^udit 
is necessary and so far as straight audit 
is concerned, it was accepted— and that 
is the case in other countries also— that
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[Shri Morarka] 
the accounts of the autonomous c o if^  
rations which are established by Parlia
ment must be audited by the auditors 
appointed by the corporations or by the 
ministers themselves.

I do not want to bother the House 
by taking many examples of foreign 
countries to illustrate my point, but I 
will take the example of the United 
Kingdom and U.S.A. to support my con
tention. In the United Kingdom, first of 
all, in 1947, the Conservative Party de
clared that all the affairs of the corpo
rations shall be audited by the Auditor- 
General. But then the Public Accounts 
Committee of the House of Commons 
turned down that recommendation. They 
said that the affairs of the corporations 
must be audited by commercial auditors. 
After that a committee was appointed 
in 1953 to go into this question very 
carefully. That committee, in 1953, after 
taking the evidence of the Auditor 
General, Sir Frank Tribe, submitted a 
report. Their conclusion was that it 
would not be in the interests of the cor
porations to have the affairs audited by 
the Auditor-General. They said that ft 
the Parfiament so desires, the Parlia
ment can tell the auditors of the cor
porations that they must also report on 
some special matters. If that is done, the 
Parliament should have control over 
them, but in any case, the Committee 
said, it is not necessary to have the ac
counts of these corporations audited by 
the Comptroller and Auditor-General.

The main danger which they saw was 
this. Once you appoint the Auditor- 
General, he does not confine himself to 
mere auditing. He goes much beyond 
his actual work. Sir, a question was, 
therefore, put by the Committee to the 
Auditor-General which reads liket his: 

“Do you reckon that you do go 
beyond what the ordinary commer
cial accountant would do for an 
ordinary commercial organisation 7”

The answer was :
“1 think I certainly do— not as 

part of my statutory functions. My 
statutory functions are really just 
the audit of accounts, but succes
sive Public Accounts Committees 
have encouraged the Comptroller 
and Auditor General to go decided
ly beyond ^at, and 1 should think 
that the Public Accounts Com
mittee now takes much more in
terest in my reports on subjects

which the ordinary accountant 
would not report on than on the 
more narrow financial matters,”

Shri C. R. Narasimliiui: What does it
indicate V

Shri Morarka: It indicates only one 
thing, namely, that the Auditor-General 
is in the habit of looking into m atter 
which are not strictly necessary. This 
creates unnecessary fears in the 
minds of the high officers and 
Vilk their initiative. And if there 
is no initiative left to the officers of the 
Corporation and if the Auditor-General 
is allowed to intervene, the result would 
be that this Corporation would fail.

Sir, It is very interesting to note that 
on the one hand we want that the ac
counts of this Corporation must be 
audited by the Auditor-General and 
strictest ch^ k is kept and at the same 
time we desire that the Corporation must 
function efficiently. The two things can
not go hand in hand.

Shri Vebiyadhan (Quilon cum Mave- 
likkara— Reserved— Sch. Castes): Why 
not?

Shri Morarka: If the hon. Member 
has a little patience, I will explain.

Shri Velayndhan: You are misinter
preting facts.

Mr. Pepaty-Speaker: Let not this pri' 
vate conversation go on.

Shri Morarka: If you want the affairs 
of the Corporation to be conducted in 
an efficient way, you will have to leave 
it to the initiative of the officers who 
are in charge of it. If on the other hand 
you want to impose this strict account 
tability, departmental routine, etc. you 
may as well make it a Government de
parliament and run it as one of the seve
ral Government departments. You need 
not have any independent Corporation. 
Then Sir, in the U.S.A. tfll 1945 
there was no statutory requirement about 
audit of Govt. Corporation; but when 
in 1945 some regulations were introduc
ed, the Corporation was robbed of its 
distinctive quality of flexibility and enter
prise. The tendency in U.S.A. now ia 
to have more and more works done by 
the departments than by corporation be
cause there is no difference left between 
the two. In Sweden, the Auditor-Gene
ral was constantly trying that all the 
public companies must be put under his. 
control, but the Parliament said, *‘No*\
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My purpose in stating these things is 
not that we have got less confidence in 
the Auditor-General, it is not so. The 
point is that once the Auditor-General 
starts intervening in this matter, the 
efficiency of the Corporation will be
come less and your desire to run it in 
a business-like manner will not be ful
filled.

Shri C. R. Narasimlian: Question.

Shri Morarka: My hon. friend says 
.“Question” . I have got two notes here 
circulated by the office of the Auditor- 
General. I will read out from the first 
note :

“The previous Comptroller and 
Auditor-General had characterised 
the constitution of companies for 
the administration of Slate enter
prises as a fraud on the Company 
Law and the Constitution.”

Sir, I would like to know who com
mits this fraud. The Auditor-General 
is very anxious to protect the lights of 
this House and here he says that a fraud 
is being committed on the Constitution 
and the Company Law. Who mcorpo- 
rates this Corporation ? It is the Parlia
ment; if that is so, is this Parliament 
committing a fraud ? I think it is noi 
nice for the Auditor-General’s office 
to say, “You are committing a fraud 
and still I would like to be accountable 
to you” . I think the responsible office of 
the Auditor-General or his predecessor 
should have been more careful in choos
ing the language. They should be -care
ful in the choice of the words and not 
say that a fraud is being committed on 
the Constitution or the Company Law.

Mr. Deputy Speaker: That may be
only a warning to see that less fraud is 
being committed.

Shri Morarka: I have read out the 
ex3ict words of the note.

Shri C. R. Narasimhan: Read the
whole note.

Shri Morarka: I have read the whole 
note m yself; if necessary, I shafU read 
the whole note here.

Mr. Di^uty Speaker: I would request 
the hon. Member not to read the whole 
note.

Shri NamMar: We are unable to
understand the logic.

1 Can 1 help, the
hon. Member'?

Shri Morarka: If by establishing this 
Corporation, a fraud is being committed 
on the Constitution, then the very basis 
is wrong. We must change that idea and 
we must evolve some other method. 
This Parliament is supreme and it has 
thought it proper to establish such Cor
porations. I do not think the Auditor- 
General’s office or anybody else can 
have any objection to that. I will say 
more about this question during the 
clause by clause consideration.

Coming to the question of compen
sation, ihere are two opinions. One 
school of thought is that the compen
sation provided in the Bill is very less- 
and that it should be increased. Now 
you will kindly remember diat when the 
Bill came before the House last time,, 
the compensation provided was much 
less than what it is now. The Select 
Committee has made three important 
changes. The first change is that the busi
ness put through in the year 1955 has 
also been taken into consideration now. 
That is, the amount of wmpen- 
sation would ,be increased in pro-̂  
portion to the business booked during 
the year 1955. The second change is 
this. Previously, those companies which 
declared less than a certain percentage 
of the surplus towards the dividend were 
entitled to get only 3 per cent. Now^ 
it has been increased to per cent.
This would ^ v e  relief to few but very 
deserving cdn^nies. The third provision 
is about special agents and chief agents  ̂
and you will see that the provision made 
in the Bill is very fair and reasonable. 
Some people have been demanding that 
the compensation amount should be in
creased from 5 per cent, to per cent,
or 7i  per cent. If you in c a s e  it like 
that, then there is no limit to it. You 
can increase it to even 10 per cent. 1 
think that it cannot be said that the 
compensation provided in the Bill is 
something unreasonable.

Then, Sir, the other school of thought 
is that the amount of compensation given 
according to the market price is very 
wrong and that it is a dangerous prin
ciple. They quote article 31 of the Con
stitution to support their point and ^ y  
that there was no point in amending 
that article if market price was to be 
paid by way of compensation. I think 
the minute of dissent given by tho^  
hon. Members is based on some m ^  
apprehension. Their criticism applies
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only to Part B and not to Part A. Part 
B refers to small companies whose as
sets are less and whose shaxe capital 
is not intact or those companies which 
never had any surplus. There are few 
companies of that type. Those hon. 
Members who have written minutes of 
dissent have no objection at all so far 
as Part A  is concerned, where the 
amount of compensation is given on tte 
basis of surplus valuation. But how is 
this valuation made or surplus arrived 
at ? It is by valuing the assets and liabi
lities and there the assets are valued at 
the market price. But so far as Part A  is 
concerned, they have no objection. But 
in Part B they say , “No, do not take the 
market price. Take only the cost price 
or the market price whichever is lower” . 
But, Sir, we are not giving them the mar
ket price of the shares etc. What we are 
giving them is the break-up value. The 
break-up value is found by making an 
assessment of the assets and liabilities on 
a particular day. If you take the liabili
ties of today, how can you take the 
assets 20 years back? A  company might 
have invested money in certain Govern
ment securities or shares at a certain 
price. Today, when you are finding the 
break-up value, how can you say, “I will 
take the price of the assets 20 years 
back and the liability position as it is 
today”? That would be basically unfair 
and unreasonable. Therefore, I am sure 
the hon. Members who have appended 
the Minute of Dissent did not properly 
appreciate the real facts undeilying their 
criticism, and hence I beg to submit that 
there is very little grievance in that.

Only one more point, and that is about 
investment. In this Bill provision has 
been made that an investment committee 
would be constituted and that that com
mittee would consist of certain persons 
including some persons of experience in 
matters of investment. This committee is 
to advise the Corporation and Govern
ment about investment matters. This is a 
very important matter. About Rs. 500 
crores or so would com^ into the hands 
of the Corporation. This amount is not 
in cash, it is already invested in various 
shares and securities. By virtue of such 
investment the Government would come 
in control of so many very important 
companies. I have heard that the Gov- 
emment would become virtually the con
trolling authority of the Associated Ce
ment Companies Ltd., and that Govern
ment would also hold a substantial block 
of shares of the Tata Iron and Steel Co., 
and many other companies. Sir, formerly

each insurance company was allowed to 
invest its funds in small bits in various 
companies, but now all of them have 
come together in one single pool in the 
hands of this Corporation, and hence 
the holding of the Corporation in certain 
companies has become very big and has 
obtained for the Corporation almost the 
controlling interest. , Government must 
devise some machinery by which the 
Corporation may get proper representa
tion on the boards of management of 
those companies. Since the Coiporation 
would have the biggest stake in those 
companies, it is very essential that Gov
ernment must take full interest in the 
management of those companies. We 
should not fight shy and allow the 
management of those companies to con
tinue as they are. Whatever the Corpo
ration has a big stake, the Government 
must have its representatives on the 
boards of those companies, and the 
management of those companies must be 
well within the knowledge of the Gov
ernment.

Shri H. N. Mukerjee (Calcutta North
East) : As has happened before when this 
Government essays legislation in token 
of its declared objective of a socialist 
pattern of society, we find the idea un
exceptionable, but its scheme of imple
mentation full of loopholes. On this 
occasion also my experience is that the 
Bill as it has emerged from the Select 
Committee has a very large number of 
lacunae which, if we really had the in
terests of the people at heart, we would 
fill in properly.

. Government has lately taken to say
ing rather ghbly that workers should be
associated with the management of in
dustries. Now, in clause 4 of this Bill 
there was an opportunity for making a 
specific mention of how, if at all, that 
was to be done. My fear is that there is 
no intention of securing genuine repre
sentation of insurance workers as far as 
the composition of the Corporation is 
concerned. I submit to this House that 
there are bona fide associations of in
surance workers. There can be no ques
tion, for example, regarding the repre
sentative character of the All India 
Insurance Employees’ Association, and 
they have made a suggestion, which I 
think ought to have been heeded, that 
they are ready to see to it that there is 
an election from among the insurance 
employees of a certain^ number who 
would have seats on the Corporation. 
But in this Bill there is no provision for
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that and it does not seem likely that 
Government will accept that kind of sug
gestion.

I find also that in regard to the inte
rests of the employees in general, there 
is a kind of callousness as far as tl^  
Bill is concerned. There is talk even in 
regard to the reduction of salaries. It 
must be the experience of many Mem
bers of this House in recent weeks to be 
flooded with letters and telegrams from 
all sorts of insurance centres reporting 
how people have been retrenched, ac
cording to them quite improperly, and 
certainly out of conformity with the 
spirit of the times when insurance was 
being nationalised. We are given in
stances not only of retrenchment, but 
also of transfers of employees agamst 
their will, and in view of the obliga
tory difficulties on that account, from 
one place to another. Now, we are told 
in this Bill that there might even be a 
reduction. We can have no objection 
to Government finding out what exactly 
should be the norm of payment. That 
is a very desirable thing to do, but as 
matters stand and Government must be 
aware of the position, I find in ^adras, 
for example, there are insurance mstitu- 
tions which give a starting pay of Rs. 60 
to Rs. 80 to a clerk, and this sum 
includes all allowances. In certain com
panies like the Oriental, for example, 
the employees have had to fight and after 
a long, protracted struggle, they have 
secured certain concessions. I do not say 
that these concessions are something in 
the nature of ideal payments, but we 
find in the country on one side pay
ments of a ludicrously low character and 
on the other side in certain companies 
payments which are more or less near 
normalcy. The whole thing can be 
rationalised and the whole thing ought to 
be rationalised in a generous way, and I 
suggest that Government accepts the idea 
that for the time being the wages as 
they are, should remain, that the repre
sentation made by the insurance em
ployees in a charter of demands which 
they had put up in 1953, which had 
gone through certain discussions with 
the Chief Labour Commissioner to the 
Government of India, might be revived 
as the basis for discussion; and then 
perhaps, after a bi-partite discussion 
which would ensue, we can have , a 
genuine agreement between Government 
and the employees. If there is no agree
ment, of coui^ sections in this Bill 
could be invoked in order to have re
ference to a tribunal. But in the mean

time, in view of reports coming from so 
many companies, Vishwabharati, Palla
dium, India General and so on and so 
forth— we get so many letters and tele
grams from day to day— we ask Govern
ment to come forward with a definite 
idea that for the time being wages be 
more or less frozen, for the time being, 
the employment position should remain 
unaltered, and there would be, as soon 
as it can be done, a review of the whole 
position in a generous manner so that 
whatever concessions the employees have 
won after a great deal of trouble, con
cessions which have been warranted by 
the awards of tribunals which are of a 
more or less judicial character, are not 
tampered with at all.

I £nd also that in this Bill there iŝ  
no attempt to see that former opponents* 
of nationalisation do not get into key 
positions. I am quite prepared to con
cede that somebody who at one time 
opposed nationalisation has now chang
ed over. I am sure perhaps at an earlier 
stage of his career the Finance Minister 
himself did not have a particular fond
ness for the idea of nationalisation. So, 
I quite concede that there might be cases 
where people have changed over, but I 
know in West Bengal people have been 
appointed custodians who cannot by any 
stretch of the imagination be considered 
to be people likely to take favourably 
to the idea of nationalisation, and I sug
gest to Government that they have tO' 
watch their step. I cannot mention 
names of certain people who have beei> 
appointed to high posts of custodianship  ̂
in West Bengal but I know the kind of 
report which is current about them as far 
as their attitude towards socjal and eco
nomic problems is concerned., I wish, 
therefore, that Government watches the 
steps of these people and, at any rate. 
Government comes forward to see that 
it is made absolutely certain that only 
those people who are genuinely con
verted to the idea of nationalisation of 
insurance, who are genuinely going to 
work for the sake of making this a suc
cess, are going to be put in the Corpo
ration.

In regard to investments to be made' 
out of the moneys of the Corporation 
I feel that Government should tell us 
that the Planning Commission would be 
consulted regularly. I am rather unhappy 
that Government made a definite pro
mise that the same plt)portion of life 
funds would continue to 6e invested in 
the private sector as before. We are not
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so very much against the private sector 
tiiat we say that insurance funds should 
not be invested in the private sector at 
all, but we should have relative priorities 
in the interests of national development, 
and it may very well be that the private 
sector should get much less than what 
they did get under the earlier dispen
sation. There should be no fetter, I sub
mit, on the utilisation of the funds which 
would be at the disposal of the Insur
ance Corporation.

I wish also to refer to another mat
ter and that is the proposed reduction of 
policy values. Now, the only» colourable 
justification for it might be that there 
are certain dubious companies whose 
promoters were insolvent or near-insol
vent, and Government, now that they 
have taken over those companies, cannot 
attach the same value to the policies as 
before. But actually, if we want to look 
after the policyholders’ interests, which 
we are in a bounden obligation to do, 
then surely we shall realise that it is 
not the fault of the policyholders that 
these companies were as bad as they 
were. Actually, we had our insurance 
le^slation, and we had our Controller 
of Insurance, and if anybody is to be 
taken to task, it is our own governmental 
apparatus for the superintendence of in
surance. Therefore, I suggest that there 
should be no reduction of policy values 
at all.

Now, in regard to the question of 
audit, which has caused quite a minor 
or perhaps even a major storm in this 
House, I think that my initial reaction 
is that audit should be by the Comp
troller and 'Auditor-General. I say this 
as a person with no technical know
ledge of this matter. But I say this be
cause, after all, the Comptroller and 
Auditor-General has functioned in a 
manner which enables Parliament to 
have a real check upon the financial 
management of an institution of the sort 
that is contemi>lated. Therefore, unless 
there are overriding reasons which the 
Finance Minister can put forward, we 
would like the Comptroller and Auditor- 
General to continue. The Finance Minis
ter in his speech mentioned as one of his 
reasons the fact that there was a short
age of senior officers, and that many of 
these officers have to be ^ven extensions 
in spite of superannuation. But I feel 
that this Is answered by the Finance 
Minister*s own statement that the Comp* 
troller and Auditor-General himsdf is 
in favour of having charge of the audit

of this particular institution. As far as 
the shortage or otherwise of staff is con
cerned, it is a matter which is better left 
to the ComptroUer and Auditor-Gene
ral.

that since the Finance 
Mmister has referred to the practice in 
England, it is only fair that he should 
tell us if he is prepared to go as far 
as the Select Committee in England had 
asked for. The Select Committee in the 
House of Commons, which did not agree 
to the suggestion that for all nationalised 
industries, the British Comptroller and 
Auditor-General should have his voice, 
had itself^ recommended, as my hon. 
friend Shri Asoka Mehta has pointed 
out that there should be appointed a 
committee of the House of Commons 
by standing order to examine the 
nationalised industries with power to 
send for persons, papers ^nd records, 
power to set up sub-committees and to 
report from time to time. That com
mittee had also suggested that the staff 
of the committee should include an offi
cer of the status of the Comptroller and 
Auditor-General. I am not quoting from 
any document circulated on behalf of 
the Comptroller and Auditor-General or 
anybody on his behalf, but I am quoting 
from a document which I got on Satur
day on account of my being a member 
of one of the Plan Committees,. and it 
is a short note on the procedure of ac
counting and audit of public under
takings in some selected countries. So,
I expect this is an unexceptionable docu
ment. In any case, if it is necessary, I 
can lay it on the Table of the House, 
but I do not think that will be neces
sary. But I suggest to the Finance Minis
ter that if he is going to tell the House 
that a Select Committe of the House can 
proceed in the manner which was re
commended by the Select Committee of 
the House of Commons in regard to the 
nationalised undertakings, ^ n  I can 
concede there is a great deal of point in 
what he says.

Shri C« D, Deshmokh; There is no 
proof that the House of Commons has 
accepted that recommendation.

Shri Asoica M ehta: There are special 
reasons for that. If you like, we can go 
into them.

Shri C. D. Deshmnkh: That may be.
I admit that it is a separate issue. It 
has been argued once or twice. It may 
be argued again. But there was a deci- 
sicMi by Parliament not accepting tiiat 
particular recommendation.
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Shri H. N . Mnfceijee: 1 feel diat if 
Government tell us that the Public 
Accounts CcHnmittee that we have got 
will have first cognizance of the report 
o f  the Insurance Corporation and its ac
counts, and then after that, it comes to 
us and Ihere is an obligatory discussion 
o f that,— ^naturally that m i^ t mean a 
^ a t  deal of management of the time 
of Parliament and all the rest of it—  
if  that kind of alternative suggestion or 
the suggestion which is made here can 
"be supFKjrted by Government, then of 
course, that is something of a justifica
tion. But that is a sort of approach which 
I make.

On the face of it, I feel that in the 
objective conditions which prevail now 
in our country', the check represented by 
the work of the Comptroller and Audi
tor-General is necessary. But if for cer
tain reasons of a commercial character 
— because this is going to be a com
mercial undertaking— that is a rather 
cumbrous procedure, then there must be 
an alternative method by which the con
trol of this House can be objectively 
and truly exercised. And that is the 
point which 1 want to make.

1 refer now lo the question of com
pensation, which would be the last item 
which I shall refer to in my speech now.

• I feel, as has been suggested in the note 
of dissent given by my hon. friends 
Shri Sadhan Gupta and Shri Nambiar 
that the compensation suggested in this 
Bill is certainly not equitable. The sug
gestion has been made here that ten 
years’ earnings instead of twenty years’, 
even though that is also unconscionably 
high, might conceivably be permitted to 
those who are the insurance promoters 
in our country. I do not wish to say 
very much about it except to point out 
that after all, the promoters of insurance 
in our country have got very much more 
than their pound of flesh already. As an 
instance of how things have operated, I 
would refer to the fact that the share 
capital of the largest insurance company 
in our country, and perhaps in the whole 
of Asia, was Rs. 6 lakhs which was 
divided into 3,000 fully paid-up shares 
of Rs. 200 each. Out of the face value 
of these shares, only Rs. 50 were paid 
by the original shareholders, the balance 
of Rs. 150 having been paid out of the 
profit of the company at two different 
valuations. For a number of years, this 
company paid a dividend of Rs. 125 per 
riiare. that is, 62*5 per cent. And after 
that, it increased that diviBend to Rs. 175 
per share. If we calculate on the

amounts originally paid by the diare- 
holders of this largest Indian company, it 
worked out to 230 per cent. Then again, 
the value of the shares would be infiat- 
ed from time to time. But everybody 
knows, I am told, in the stock exchange, 
that the shares of companies like the 
Orientals are merely a sort of nominal 
question, for hardly any transactions 
take place at the price quoted.

My point is that the shareholders of 
these companies have secured very much 
more than the capital which they had 
originally invested. This is a matter 
which I had mentioned at the time of 
the State Bank of India Bill also. Now, 
we have to take into consideration the 
fact that these people have already got 
back very much more than what they 
had invested. Now, they have a r i^ t  of 
expectation. That is a^ u t ail that you 
can say. That right of expectation r'iust 
have its limits, in view of the conditions 
prevailing in our country today. And 
you have got to find out an equitable 
measure by which you can sp ec^  the 
kind of compensation which would be 

.paid to moneyed interests and the kind 
of compensation which will be paid to 
people who have no money at their

In this very Bill, the compensation 
which is to be paid to employees who 
are retrenched is of a verĵ  niggardly 
character, and when a workman loses 
his limbs as a result of an accident, even 
at that time, the compensation which 
he gets is very low. If that can happen, 
I do not see why in the case of people 
who have been making money for years 
and years and years, we should let them 
go on expecting to have their pound of 
flesh in the merry old manner.

Therefore, I suggest that some kind 
of gesture is made by Government. In 
this Note of Dissent of Shri Sadhan 
Gupta and Shri Nambiar, there is a sug
gestion made. Shri Gadgil also made 
another suggestion. Now, as a second 
best proposition, I commend that sug
gestion, and if the Finance Minister can 
make some sort of a gesture, that would 
be at least a token of his bona fides as 
far as an attempt to build some kind of 
a socialistic or socialist pattern of so
ciety is concerned.

I feel, therefore, that this Bill has stili 
got to be rather drastically altered, that 
in regard to some very important points, 
specially in regard to the status of the 
woiicers, their financial expectations.
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their right of being represented on the 
Insurance Corporation itself and also in 
regard to such questions as audit, com
pensation and reduction in policy values, 
some very important alterations have got 
to be made; and I hope that this House 
would give the utmost attention to the 
details of this measure and then hammer 
out something which would be beneficial 
to the interests of our country.
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f  f¥ ?TF3r jfft t ,  ^  ?TFrT ?fh:

^  »TT ^  ^  ^
41 a ^tcft ^ TT ^  Ê kTT % \
^ iî  F̂rrf 61^1 *ii îq 'sft ^ ’̂ ft T^W 
TOT ^  f , ^  Tfr t  m fim  g  ?ftT 
^ 'Ttl'H ^5^ cTT̂  ^  ^  f̂ RT cIT5 ^
^rr^ t' ^  2Tf I  ^
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^  ^ ^  I ?nn: ^  ?rflf ^

in ^  WTT ^  5̂T¥ft t  •
% W W
^  ^  ^  ?T5S[rTt^ I tT#2T
Ht*ff ^  ^̂ RTT ^  ^  ^  fV
f^RRT ^  ^  ârrpft f t  W5rr ^nfRH
fTT#jft ^ 't̂ K  ^
1̂  ^Ttfer ^  ?fhr ^  ^  ^  ^ 
?WT ^ 3 ^  ^  ^  4l4iHd JTRT fHV I

îTT̂  PhPh  ^
^̂ TRT ^  t ,  ^  ^

( t̂lTT Y ff^ lw r) # t ,  ^
^  ifr ?TFR3TOrT t  > ^  J*"
q r f ^  ^ ? m  i r f ^  (?n w ) ^ ^  |

w ^  ^  ^  fW r ^
^  ^  «ft^  ^  ^  ^Tprar i  I T̂TT
w pu f k ^  t  f% ^  ^ ^  f%
^  r̂ra"̂ it̂  ^ ^  ^  ^  ^  ^  «<®i’n
t  ^  f t  ^ iw r  t  ^m rr w^ ^  ^  i

f  ^  f t  ^  ^TR%
^  trsRTW ^  ^  ^  îq^M'ndl
t  I #  ^ ^  ^  ^  f t ^
^  ?TFT -Ft ^  IJ'HIMi?! ^  ^  ^
T ^  SPTT tTTO^ t  * ^  ^  ^
^  STT^ (^T-^TT^ e ^ )
^  ^  t ‘ w  ^mfn
t , ^  «n"

t  * ^  ^  ^  ^rnrr
IV  ^  iH t  ^  TT^^TW 5̂?ft
T ^  ^  ^  t  •
^  ^nRRfT f  f% f^RHT ^  iP^FT ^
^  ?TT# 3?TT ^  3Rqr 
?ft% F̂T̂ T ^T?% f ’, vHTT^ ^JrRT f t  
^tm I r̂ VJWI ^  ^  TT ^F«Fft ^  
ŵ  ^  f t  RiPifw n W T%  ^  #
W  'SfT̂ f̂t I %  OTT# %
im m  5Tft t  f% W T #
^ftS ^  ^  ^  ^  ? r^  %  ^
9fft *?fT^ I  I ^  ^  ^m W T f  fV  W  W T  
W\ ^PTT# % ^  ^  ^  f t
TFft f t  5TRT ^ r f ^  «rr I ^  ^  ^
^  »rft ÊRT fV  % ^  sRvR %

w f  t  \
4—133 L. S«

(f^r^Tzft^nr) %
«RT ^  ^  Trf^Rft ft^5 ^  ^  W TT t ,  
in fO T  ^<+TT ft*ft 1 ^  ^  ^
t r m  ^  f t  # tt fV

11̂  ^  T O  t  ^  ^  ^  ^
q r f ^  f t ^  % ^  ^
fV  JTTfil^ f w  I ^  ^
^  t  t  ^  ^  ^  WTT
ftTrT ,f^T^  f V ^ r a r f t ? ^ ^  t , ^  
ir^ + H ^ in H ^fe  ^  ^  f t  ^  J
qT?5 ? n w t ^  t
i r ^ ^ f t q i f ^  f t ^ ^ f t  w T T f tT T T i
^  q r f ^  f t ^  %  ^  ^
^ Tm  f t ^  5 fk  TO T|»ft

^  ^  w  t  <
efT̂  ^  ^ ^  r«ti^^K (^ W « h )

^  I ,  t ,  f t ^
xiif^jj, JT^ ^rff ^Ffft ^  ^5^1^
J T ^ T ^ f^  ^nnr % fe rr  ^snrw, ^  
^  c R t^  ^  ’tPTT t  > ^  ^
^ ;3?T^ ̂ TTW, ’fTT^ % ^5tM T̂
f^PTT wrznrr ^  ^rtr cr^ ^

^?)TW

r̂ssn" %
fe ft  ^  fe w m  ftcTT t  ^  ^*TT̂
^  q r I  ^  ^  •
iTf ^  ft^ft ^  t  I

t  fe T R  % ^  ^  ^
^  Thft ^  # ? n f e r ^ ^  (*|^Hm - 

wh<

^  « « d ^  t  I W  ^
^  I  ^  ^  t  ^
^  ^  oqmrfT ^  ^  r̂ ftfft ^ r f f t ,  ^  fV  

^  ^  % T ^ n f ^ ,  ^  fV  ? n ^  
>a|H<̂  % 5TTT ^  ^
^  f t ^  t  • ^  ^
I  fV  y R  ^  ^  ^  3Tr ^
«FPT ^̂ 5fT5RT % f^5^,
% f W  I SnfeX ^RTH ^  ^
3Tt^ ^  i  ^  W T T ^  ^  ^  ^
?rff ^  W  ^
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[g f t

^  ^  t  A' ^  ^
^  I ^PTI

?rrit3T 5̂RT̂  T̂ , f̂t% ^  ŜPR 
5RTR % ^  f% w s^ ^

% f e r R  ^  ^irN’ ^  ??1t  « i^N ir<+

*1̂  ^  1 ^  ^  I *i§d ^  <?Tî ri ^  *t> î Ph 
^  ^  ^ I , ^

fT3r  ̂ ?TRJ ^
5Tf I #T, ^  ^  ^  ^  ^  ?T^ t  J
^ ^  ^  «1M̂  % 37rr '*TRT • l̂̂ cil I 
f W R T
^  Nâ -H ^ ^ r n r  ^  i

^  ^  f^Rl  ̂ âRT R^fd ^  ^

^  ^  mm ?TFT% ’Miff'd < 5pR?r
% ^3iM ^  ^  ?n fe : ^  =^r^, 
^
% T̂PH T̂pft ?nf̂  ^3^
%3sqR

I ^  ^  ^  ^  ^

« [ |^  ? r « ^  cTT^ ^  ^  I

<TRT ^  f  ^  R m c

(^ i^ ) % ^rm# ?TT^ ^  fR- ^
^  ti«r><i M< f % 3̂̂  % 3?TT dl'̂ l 
fHcqeit ^  ^iiT 3t^ t  T̂T
?Tff I ^  ^
f ^ )  ^ WIT T m  T̂TPTT T̂RTT t
^  vlWt ^  ^  +a«^ ^  .'aliaI  ̂ f%
?T5# ^RHT ?r ^  I ^  Wim ^  =#5T

T̂RTpft % ^  T̂«RfV ^ <rlf«tiH T̂PT̂  
fRT^ ^  ^  TTm ^  I
fRtf^ M  T̂IRT  ̂ ^3^ W % 
»TPR # ^  ?RrT% ?T  ̂ ^  =^rf^ I 

'3*1̂  ^’TT 'dci’ii ^  ^
vfrr f*t* ̂ 1*1 <i)*ti ^ ®M*i I

^  ^  vTnrsBT  ̂ »̂T%
% ^rnKFT^ ^t’ TT ^

^  ^  WTT ^̂TRT 
vTH T^R^ ^ h r r  I

f f k  (f^PT ? r fw r f)  %'
^  ^  f  I ifsft ^
•T «h^l ^  ̂  ^  ^  *T^

^  i  gi| ?t Tt^ft ^  2?  ̂
W hT MU^<i +Mp1<il % ^PT # «IT OT

^TM W dl ^  «ft, ?IT5r
Ĵ=RTt ^  (gsT T ^ )

'3RTT IV ^  ^
TĴ  ^TT # % fO T  »̂n  ̂ I

cTv̂ -d̂  ^  f^nr% f ^  5RT̂ mrr w  t  fV 
^  ^  t|^ , ^  ferr ŝtrtt |
^  ^  ^  % f^nr f<<4i 'SfFTT ^ I r̂fe

^ T R f ^  ^  ^  ^ s n w
^  fV ^
^  ? r«^  F̂HT ’T * I ?Tf ^
+^ni f% ^3«T^ <,*t<?ii ^  'Srnr ^  ^
T̂PTf ^3rT^ ^  ^  fO T  ŝrnr

^  ^  I irfNr ?riR 'd’l ’n')
«frt % 1̂  ?TRJ^ # T ^  ^

f f n r t
^ < + K  ^  ^  T f r  f
'»ra’ fV ?r̂ S5T F̂FT

'3RTT fV frrhr ^  ^
^  ^  W  ^FR Tt^^ % % T # 
fV % f̂ T̂T 'Srnr ?rV̂
^ ^ 1  '>rnT ^  ^  ^  i

[P a n d it  ha k u rd a s  B hargava  
in the Chair]

( % ^ )  ^  ^
^  ?m iT #  ^  w f f ^  ^  ^  

t  ^  ^  ^  t  • ?rr3T
TT^BT ( r̂mtq- ^ ^  ^

F̂PT t  ^  ^  ^  IT  t  #
^  5Ft" 5F?: q r o ^ t

3FT r*î <M TT ?rrr ^
^fW t (ozPT ^  ilHMId) ^  ̂ rr̂ îT I
m x  ^  T?: ^3tW % P̂FT
5TTW ^  5̂2rr̂  ?P5^ ^  ^  W IT  I

^  w  t  f^ r -
^ 3 ^  ^  5!^ ^  5fPT

s v T R v t o r ^  (^n^^nx f ^ ^ )
I «R?5 ^
fV +KMl^^K ^  ^  ^  5T§r ^

^ r w , w f e t  'TT
^  T ^  t  I ^  ^  t»

^  5T
f W  STTq- I ?ptT ^
^ i T W" P t ^ F C T T ^  I
^  ^  ^>T# T̂*T ^  ^3^
3?TT ^  ^  SPPT ^  3̂rpTT ^ r f ^  I
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^nTFI% ^  ^ ^  ^  f
iW T  % T̂HT̂ T

qTETT t ,  f  i ^

5|TT̂  W  ^  ^  ^  t  ^  t
^  % ’TTf^ T̂T^

^  q  3RT2: 1W  t  ^  ^ W  ^
^  ^rfW R ^  ^ Z T  WTT̂
( f^ T ip n P ^ W ^ ^  T f l ^ )  ^r*i^»ii
=errf^ ^5T% STTT ^  ^

?fk r+dl«l ^  5̂TT  ̂ ^  ^  I
w z f t  ^  ^  ^  ^  f w  t  I

f^rd^ f w  1 1  ^  ^ t t r
# ^  ^TT^ # ^  T̂f t  ^  W
I  ^  mf^zT ^  1t ^  it»ft ^
% ^ rm  T ^  ? fk  w  ^  ^

1̂  3̂RT% fq^K *T̂
? m  ^  ^ iv rf c r ^
I  ?ft?ftf^  ?rk oi^N^iPr^
% ^  W tS T  % gKT ^ri^
ifT̂ T ^  t  * ^fW^T ^

T̂TT tv5. ^  ^wnrr^l
ir W  ^ ^̂ Pm+  t
^<yR  ?r TT^ HT?^ % ^  ^
# 3TT ’Sm ilTt % % T R  ^

s p ft^  ^ rrfer 3̂T?f̂
% ^  ^  ^  ^rn+r< ^  ^
#?R % ffTTT w r  i

^3(j^ i  f% W  ^ P T ^  % iniPq-^ 
w  ^  f^^ZTT ^  ^

^  îTFTT =̂ t1 ^  «TT ^<jl<n< ^

m f e r  ^  ^  '
^  ^<+K %

% ^
% ^F3n  ̂ ^ f^ravt 3T̂

1 T O  ^  ^  ̂  I ^
?nr W5RT?: «Ftf f W v
^  ^  fe rr  I ^  ftgrr |  f y
^RVR ^  ?TRT ^  ^Hii^+dT ^  H*iM^

s f k ^ r r f ^
?flT ^PtTfR ^  sqiMT ^  ^  %
5PGT ^sr^ % W  ^  ^  I
??nf̂  ^  ^  ^
M  f^ feTT^ ^  ^  #
^TETFT # ^  ^  fOT t

v?crqt<T ^  a p ff^  ^  ’Mlf«d< ^TOT 
^  ^  I ^  ? F ^  #  ^ < + K  

TTff ^  Tnfr t  w r  ^  1 1
^  ^nr ?ftT

iTsm ^ ^  WTT %

3̂H% i V ^  ^  >̂rt̂  ^
qr ?rw^ ?nft ^  ^  *71̂

^  t  »
4 P .M .

?T5Tt w  pT3r «ft *TKr<^
# ^  4)<*iTqr ^  ?TR m  ^
^ ?T  ̂^  f w ,  t  ^H^dT i  ^ 3 ^

^  ^  ^  ^  ^rft% %^^T ^  ^
;37T% ?pf # ^  f  ^
^m t ? n fe ^  in r ^  ^
WR ^  ^  ^  ^  W!TT
f̂ TcpT̂ r r̂?% STT̂ %̂  +̂ 'T̂ ft #  ^*iq^ ^̂ T̂ TT, 

5RHT ^  r̂̂ WFT qT ^
fW rr «TT I ^3^ W  ^

?T ^  3TT^
^TTtRhr # ^  w r r  p̂rrfTT, ^
s n W  +<'4Ht ^  n̂’ ^

? T w : ^  ^  t»
# ^  T̂TOT ^  1̂  ^n^TR ^  %
^  ^  ^  ^  t
t R  ?r ^  ^  f ^  ^  ^

I  ^  ^  ^  ^5FR^
% ^  # w ^  ^  ^  ^
^  i r f q ^ iR  t  • ^  ^
i i lfgz^ 3FR^ f̂ PT
I  I ?nrt ^  ^  ?5rrf^ ^srror
% ĴffTT t  ^  ^  W  ^
^  t  3̂?T̂  ^  t
^RBFRt ^rsn^ ^  % r^  ^  ^  ^
^  W I T  #  WTK ^  ^

W t^ ^  irf̂ cRTR
*» ? n f e r  5FR5T ^  Tf^TT

^HRmr f  ^  ^  ^rft%

%  t  ‘

R»̂ ig^r #  TFJq ^  ?R^ ̂  ^  ^nxt^R
^r^W f̂RTT t  ^3^ ^  % *»»$̂ <̂ ^
^qif^ g r  ^ jp R ^  ^  ^  ^  ^rf^cTTR

^  t  W  ^3^T^ ^  ^  ^
^  ^  I

TT^ % !̂T̂ mX t  ^  ^
w r r  ?rfr ^  ^ rt ^  t  ^
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[«ft

+ ̂ "̂1 t  ^  ^
t  I ^  ^  ^  ^  ^  WTT

T̂RtwrX ^ ^  ŜTRTT ^  ^
^  # f^RRt ^  5 (T ^

t  2TT ^  ^
^  ^  t|  t ,  ^  5 F P ff^  #
WTT ^  ^
^*rrw?ftT ^^5rRTr|f%
T r f e r m ?  ? r f W ^  STRT
f^ m R t ^  ^7?T  ̂ T| f%

^^TH %■ sft WTT «m’̂ RTPTf ^ T̂HTm 
ŜTRTT t ,  ^  cfk  q r ^#JTT^ ^  

t  I iT̂  ^5T^ I  ? fk  H ^
^ ^  ^  ^  ^  ^  ^J^
^  =^TT^ ^  p -  O TfW  ^
^  t |  t  ^  ^  ^ iw t t  ?T5n^
WT ‘M'ftl W T T  ^n^FT 5IT ^ 3 ^  % T T ^

^  ^  ^>T# ^  5 pft^
m f^ Z T  ^FR^T ^  '5TPT I isftr

^  5R)TT ^  qfM+K ^
^  5 f̂^T ^

^  I W  ^  ^ST^ ^  t  • 
w h j w ^ ^ 8TT f^ a n r r f^  

^  r̂fePTTT ŜTTW ^  ^rrft-
STTT #  H«h^M  ^  ^ 3 ^  JT^ ^

^  f  i ?nft ^

?nfe^ ^  |?rr f  ?rh:

^  t |  t  A g f% ^pffppc trir
? n f ^  ^5Fn:^ ^  5Tin:

ŜTTW, eft V T X t^  ^
'PPRT ^  I w  

f^RTR ^  ^  ?n1̂ d^
f^ J R T  W  ^ r m ,  ^ 3 ^  S K T  ^
^  ^  ^  % ?TFR i r m t  I

ĴfiTT I  f% ^  5HR- 
^ n f z R i ^ ^ T R ^7 7 %^ 
5f^ ?ftr ^  ^  F̂T f t r t t

f k ^  I ,  fenft-
^ i t  t  > ^  ̂  ̂ rrfer

^ vdH+̂  W  ^  ^rt^ ^
5T^ ? R R  vsrH

tr  ̂ «Tfr̂ d< 3RTW m j  ^rm

tz rfN ^  f ? T ^  # ^
^  ^ f tr  ^  5 ^  ĴTR" ^  <3'<:i«n

OT ^  ?rf^ iiK  ^nrr
^fTO T ^  T ^  t  eft 

%3[f^f?n?w
^  f r̂l̂ TT 7^ ^  T̂RTT t

f%  ^  H w f t  ^  ^  I  « f k  w
^  ^ q d W  ^  t

f^^TR  f e T R  ^  q ^ d M  ? R #  ^  
«if<?^^r< wftWK  iTir v!\U 6 i  5 F r ^  ^  
^  ^rrf^ I

i ; ^  ^  ^  

t̂N t ^  fn^iH %  ^ft ^

^  ^  F̂T ifjf,

flprft, w  ̂  ^
w  t  I # ^m§rm'

t  f ^ .W  ^  ^  5 z n ^
^  ? r f ^  ^ 3 f ^  ^  I IT ^TO R T  f
^  ^  ^  I ,

# f«5 ^ r f ^
^  5PHR ^

¥t 9iH RX ^  fsRT p̂n 
^  srf^
^  >TR^r T O  ^  I

c f t^ f t  ^  ^  4  ^ r r ^  ^  ^

% ^  ^hrm^T ^  ^  qrf ^ 1
srlM^rf  ̂ T ^  ^

^  W FR T ^  fi<.*f»K ^  f^T^R ^rRTT
5TT t . ^  m  srfH¥My4
#% 3?TT ^  f^TTR *Tf)r

I  I 4  W f R T  I  f ¥
^ m K  ^ f ^ 't  % sr fW w  f̂V̂ PTC
8T O  f t  sTTTnR 5m t 5ft f r o  qifvf^'t 

^  STPT K T ^  f̂R lO T 
IHR ^R^ ^  fMr

»hft irfls^ ^  TO ^  ^  T O  5rnw«? 
^  I

^ T  fW T  ^  fs ra^  rR ^ ^  
*TR»ft*T R ^  ^ -^ 1  t ,  ^
W  % SRT ^  5TN^ «fl^ ^  siR̂ PTF 
^  5 I R ^ ,  ^  ^  ^  ^
^  I  I ? n ft 3ft 3 ft^  ^
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^  ?{t t  
ftr f r o  f̂tiTT % ^  ^  ^
i m ,  ^  ^  ^  I ^  5RT ^

? r n T T « iT ^ ^  5F^ ITT f¥  m

t  ?niT ^  ^  ^  ^rratoPT 
SPT ^STOT ^  + H -q ^ ^  ^t’TT
tttK ^ sm w ^

’R' W  ^ ^  I
%tt< ^  t  ^  ^

^  ^  +n-Mcn^  ̂ Êrnr̂  ^  t  w f ^
^ W  # w  ^  =PT
fe f;  5t^t =^rf^ ^

^  I
q f  ^  TTFFft̂ T ^Ht #
vn(e<i-ê  w  ^  ^  ?TT5nfT^
in ^  t; ^  ^  ^TFqf^ T̂TR-̂ T̂̂
t, ^  ^  t, <ref% ^

^  ?TT̂  t  1^ ^  ^  U
Mpi<?ld: ^  t  ^  ^  t  ^
3 n r ^ r f P T s h R ^ I ^  ^ i T ^ ^ ^ jp T T

Mfd̂ Tff: ^  ^  ^  5fk f̂t% wnrr t̂ht 
^ r f ^  I ^  ^  sq^m^ ^  5T?ftlfT?T

r«N^^ STRT ?F?7TT t , ^  ^  *TT ^
?fmT ^  ^  ^  ^fTf^ •

TT^t^, ^  fifrTTT^ ^  ’MiH«4*fl
f w ^rmr,

^  f?rqf^ ^  s^RFTT 
5^ »Tt t  • ^  T̂fTSRTT f  f% ^  ^qrw - 
ift^q’ ^  t  • ^  ^  ^5qr
I  fe r ' ^  ^  fT»ft I
?Tf ^  t  I

q̂ r̂ TRT t ’ ^  ^
ii«Mvirdr<ir d̂t % ^rf^r
f  1 tfbpT ^  ^  ^TRT  ̂H
|r w r f ^   ̂<■»•!• i n ^  r^Rrt^ 
% S r f ^
T^ ^  t  i

Tc ^  r^r*ic^
^ t  > ^ ?T^3rR!T ^
^  oJT^^

W  ^5TT  ̂ ^  ^  ^
^  5? ^  ^  ITIT
v r f ^ ’^SFR  ̂ ^  ? rfW T  ^  ^

szmrcr #  cTT^ ^  ^  j f k  
r«*+T̂  ^  f^nr I ^  n̂r̂ T #  ^  ^mrr 

w r  ?nf^-^3FTT^ %
«t4 ^  ^  qr# ? r r f ^  q f

f^  q f  ftnrPT
^  *T  ̂ oZTWPT »̂T*T <11̂
^Mrr t /  f̂ RT  ̂ W  5TRT ^  r*l'*l <h1 T ^
^ r f^  ^  ^  ^
?fh: ^ ^  I

T̂5̂ f % ?TPT ^  ^
i  5fk i  ^^5fTf5^7 %

^  THT W  ^  ^  ^
I , T5C f ^

^rror ^
^  %TR-f^^R ?Tff^ ^  ?rf^ tT  
^  I

Shd C. D. Deshmukh: Sir, I would 
like ihe House first to reflect on the spe
cial character of a legislation of 
this kind based on some far-reach
ing and fundamental change sug
gested by the executive Government. 
I do not think it can be regarded 
on a par with the ordinary administra
tive legislation where only ordinary 
regulatory and controlling duties rest on 
the Government. This piece of legisla
tion is intended to facilitate a revolu
tionary' change, namely, taking over by 
the Government of the management of 
one very important set of financial insti
tutions. In a matter like this, there are 
no precedents, in this country a| any 
rate, available to the Government and 
I think a certain amount of latitude 
should be allowed to the Government 
to suggest the best form which such 
institutions should take, because it is 
undertaking on its own initiative a very 
big responsibility. No one can be more 
conscious of that responsibility than 
members of the executive, particularly 
the head of the Ministry which is go
ing to be responsible for the manage
ment of this particular institution, 
namely, the Finance Minister. In this 
matter, the Finance Minister repre
sents not only his personal views 
but the views arrived at after a very 
detailed consideration by the whole 
Cabinet, assisted by— if I am to men
tion a Cabinet secret— a sub-conunit- 
tee appointed by the Cabinet which is 
associated with the progress of this 
Bill through its various stages. There
fore, the scheme that is put forward 
carries, in a special sense, the autho
rity of the executive Government. AH
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iShri C. D. Deshmukh]
I am pleading for in this introductory 
observation is that we should be allow
ed to have a sort of a scheme that we 
have proposed. It is always open to 
Parliament to introduce changes in the 
light of experience. It is my experience 
that it is easier to add than to take 
away. Whether that applies to the crea
tion of five corporations instead of one 
or whether it applies to the vesting of 
the Comptroller and Auditor-General 
with powers, if, in the light of experi
ence, Parliament finds that these things 
are necessary, then no hing would be 
easier for Parliament than to suggest 
to the Government that these changes 
should be introduced. Indeed, I should 
say that if experience is an unerring 
guide. Government would be the first 
to come forward with suggestions for 
such an amendment. These are remarks 
of a general character but I think that 
they should be at the back of our minds 
when we discuss the detailed provisions 
of this measure.

I shall now deal with certain other 
general matters which are not really 
very relevant at this stage. One such is 
the suggestion made again that general 
insurance should also be nationalised. 
The House went in'o that at one time 
and I think the ruling of the Speaker 
was that it was not germane to the 
provisions of this particular Bill and 
could not be gone into. In my previous 
observation, I have given reason why 
we did not attempt the nationalisation of 
general insurance. We decided not to do 
so owing to the fact that the general 
insurance is part and parcel of the pri
vate sector, of trade and industry and 
functions— it is mor  ̂ important— on a 
year to year basis. Therefore, the errors 
of omission and commission in the con
duct of this kind of business do not 
directly affect the individual citizen.

On the contrary, life insurance busi
ness directly concerns the individual 
whose life savings may be affected by 
the acts of folly on the part of those 
who are in control of that business or 
whose fortunes may be affected by their 
lack of imaginative policy. Moreover, 
accumulation of vast funds, such as we 
have in life insurance, in private hands 
carries with it the danger that the funds 
may not always be used in the interest 
of the country as a whole. We know 
the dimensions of the funds that are in
volved, even at this somewhat immature 
stai^ of life insurance in this 
countr^i This factor is not present

in any great degree in the case of 
the general insurance business. On 
the 31st December 1954, the total 
funds available in the general insurance 
were less than Rs. 50 crores. Therefore, 
from the point of assistance to our Plan, 
the institution of general insurance, it 
will be agreed, is not going to offer any 
significant assistance.

Shri Sadhan Gupta (Qalcutta— South- 
East) : What about the retrenchment of 
employees in the general insurance sec
tor?

Shri C. D. Deshmukh: That is a still 
more irrelevant issue. In life insurance 
again, the targets are for long periods 
and it is not possible for a policyhol
der to change over to another insurer 
without loss to himself. He cannot 
change his mind even when it appears 
to him that it would no longer be good 
for him to continue his policy with 
that company.

The policyholders in general insur
ance, by contrast, arc persons in com
merce and industry who have given good 
evidence of being able to look after 
themselves. Their policies are aho 
usually sort-term ones, not exceeding 
one year. It is open to them to change 
from one insurer to another without 
any loss to themselves. So, it will he 
clear that there is no vital or parti
cular purpose that the nationalisation 
of general insurance would serve. This 
class of insurance policyholders again 
belong to class— as already pointed 
out— which really does not stand in 
need of protection or assistance from 
the Government.

We are aware that, as in life insur
ance, there are malpractices in general 
insurance business also. And, as I stated 
once before, if we find that there is no 
improvement in that respect, then we 
shall be forced to re-examine this ques
tion, but only in that context. For the 
present we are of the opinion that no 
useful purpose would be served by the 
nationalisation of general insurance busi
ness in this country.

The second point is— the point of 
argument justifying or otherwise what 
we are doing, namely, nationalising—  
that the malpractices in life insurance 
were confined to a very small fraction 
of the total life insurance funds, and 
that, even these malpractices were allow
ed to exist only because of the slackness 
in Government control. 1 had dealt with
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these very points on more than one occa
sion and yet 1 am surprised that they 
should be repeated again. 1 cannot too 
strongly emphasise that malpractices 
were neither so rare nor so minor as the 
hon. Member— I think it was Shri 
Tulsidas— ŵould have us believe. In ad
dition to misappropriations and misfeas
ance with which the public is familiar, 
there were innumerable instances of bad 
or worse investments; that is, investment*; 
made solely in the interests of the 
management and to the detriment of the 
poiicynolders. The information at our 
disposal does indicate that malpractices 
of this kind were indeed widespread. But 
even taking the Member at his word, 
even if one per cent, of the funds were 
involved, it would mean about Rs. 4 
crores and a loss of that magnitude 
would mean misery to a large number of 
policyholders. This is illustrated by the 
case that we had some months ago where 
the sum involved was Rs. 2 i crores and 
I am quite certain that we should have 
heard speeches of quite a different kind 
if, instead of recovering that money we 
had failed to recover it and allowed the 
offender to get away with it.

As regards the so-called slackness in 
Government control, the House should 
know that till we decided upon nationa
lisation there was not the faintest com
plaint that control was not strict; rather 
the complaint w'as that it was over-strict. 
Here also hon. Members who criticised 
us have changed their tune. The parti
cular hon. Member himself is a chair
man of a company carrying on life in
surance business and I do not remember 
his having ever pleaded for stricter Gov
ernment control of life insurance busi
ness. The large number of court actions, 
prosecutions against delinquent manage
ment, the number of administrators ap
pointed under section 52A, and more re
cently the case of the Bharat Insurance 
Company to which I have referred, 
would serve to demonstrate that govern
mental control was both vigilant and 
swift, but such was the lack of stan
dards in the industry that to have pre
vented all malpractices it would have 
been necessary to post an officer in each 
company and supervise it from within 
in such a detailed fashion that very little 
initiative would have been left to the 
managements. Then the cry would have 
been that the control was oppressive and 
crippling and that nationalisation was to 
be preferred.

Another point, really of a general 
nature, which has been raised by many

Members is about the question whether 
the Corporation should be a single one 
or whether there should be a multiplicity 
of corporations. One point, in this con
nection, that was rais^ is that while it 
may be conceded that the establishment 
of a single corporation is proper, the 
success of the Corporation would depend 
on the way it is worked. I was asked 
questions as to what thought had been 
given to suggestions made in this particu
lar respect. I think there was some refer
ence to some experts’ book on it— B̂ern 1 
think— and all that. Those are matters 
on which we shall have ample time to 
consider. I cannot show in a Bill all the 
built-in safeguards and other ckecks and 
counter-checks which would ensure that 
this Corporation would run effectively.

It is a fact that our intention is to 
avoid over-centralisation and it is only 
matters like investments and other big 
policy matters which would be dealt with 
at the central office. Most of the other 
matters would be delegated to the zones. 
In fact, there would be a further dele
gation to the divisional offices and it is 
our intention that they should more or 
less function as head offices of insur
ance companies with a wide measure of 
autonomy.

As regards the other general issue, opi
nion has been express^ on both sid ^  
the desirability of retaining the competi
tive element on the one hand and the 
lack of scope for competition in any real 
sense of the word on the other. In tfah 
mauer I think those of us who disagree 
must agree to differ. I am convinced 
myself diat there is nothing to be gained 
by starting with five corporations and, 
apart from this question of unnecessary 
expenditure, we will have to struggle 
with five different bodies and select men 
for manning all the five corporations 
and keep an eye on their activities. I 
think, at least to begin with it would 
be very much better to keep all the 
threads centrally situated so that direc
tives can be issued and guidance can be 
given in the light of planning or what
ever else that we may have in view and 
then see how we get on.

As one hon. Member pointed out, the 
real test will be— since the rates of pre
mium would be uniform— ĥow effi
ciently the Corporation is run, how the 
volume of business expands and how 
the general expense ratio is kept down. 
There will be plenty of scope in these 
maners for the managing directors—  
whatever we call them— to show, what
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metal they are made of. I am quite cer
tain that in the review that will be taking 
place from time to time there will be 
very searching examination of the effi
ciency and economy with which t^  
affairs of these corporations are carried 
on, esi>ecially on the point as to how far 
they are serving the purpose for which 
they are created; in other words, how 
the business is expanding. I do not think 
that, that can necessarily be served only 
by five separate corporations and not by 
one corporation with five zonal offices 
with as much autonomy as we can give 
them.

Now I come to ihe other points raised, 
more or less in the order of the clauses 
to which they relate. There is the first 
point about the nomination of policy
holders’ representatives to the Corpora
tion itself and the election of their re
presentatives to the Zonal Committees. 
The real difficulty is that we are today 
dealing with 50 lakhs of policyholders. 
We hope that in not too distant a future 
we shall be dealing with 50 million 
policyholders and I for one cannot see 
how we can arrange for the election of 
3 or 4 representatives to represent the 
interests of 50 million policyholders. If 
there was any way out, I for one would 
have no objection to policyholders being 
represented by, so to speak, their accre
dited repr«entatives because we have 
ah-eady said that some representatives 
of policyholders in a general way 
would not be on the Corporation. In
deed we think that all the members of 
the corporation would be representatives 
of policyholders. That is to say, where
as according to the sugeestion and later 
the amendments, the policyholders would 
get 33-1/3 per cent, representation, 1 
should aim at 100 per cent, represen
tation of policyholders.

Shri Nambiar (Mayuram); If all the 
members  ̂ of the Corporation are policy
holders, if will be achieved.

Shri C. D. Deshmukh: We will make 
the members of the Corporation take out 
a policy. It is very unlikely that any 
member of the Corporation will not him
self be a policyholder.

As regards the election to the zonal 
committees, as I said, I do not think 
hon. Members realise the enormous cost 
involved in such election. In a consti
tuency where the voters will number 
over a million— Î am taking one-fifth 
of the total number— ând scattered over 
several States, no candidate can keep in

effective touch with the electors. As ill 
our local consdtuencies, they are not i& 
ofte place or in one district nor can a 
candidate afford the expenses involved* 
even at the rate of four annas per vote.

Shri Ashok M ehta: There can be in
direct election.

Shri C. D, Deshmukh : At sometime 
or other, .there has to be a direct elec
tion, before there is an indirect election. 
I believe the Corporation itself will have 
to spend an enormous amount over the 
elections, if the elections are to be fair 
aijd nof a farce. We shall have to have 
rules and regulations, an election com
missioner, another minor edition of the 
Representation of the Policyholders Act 
to deal with the election petitions and 
so on. But 1 do not think such election 
would help to keep the expense ratio 
lower. One can understand the sugges
tion, but our experience of election of 
policyholders’ directors for the last 15. 
years is such that we feel that it can 
easily be that these elections are a farce 
and perhaps serve no useful purpose. 
Therefore, I think we should content 
ourselves with the present state of affairs 
where we know that generaUy very res
ponsible public men, either officials or 
non-officiafe, would be on the Corpora
tion and would be very much alive to 
the interwts of the policyholders, of the 
community and various other interests.

I come to clause 6. There is a smsdl 
point here. Somebody— I think it was 
Shri Tulsidas— has objected to the lan
guage of clause 6(1) which refers to the 
advantages to the community and not to 
the policyholders. Our answer is two
fold. Although it is not specifically stat
ed, it is certainly implied that it is in 
the interests of the policyholders that 
we are primarily nationalising life in
surance and it is our hope that in the 
not too distant future, every person in 
the community would be a policyholder. 
In that case, the terms “policyholders” 
and “community” would become inter
changeable to a very large extent.

Shri Tulshlas CMehsana West) : There 
h no reason why it should not be so.

Shri C. D. Deshmtdch : We are nearing 
it, I think. Regarding? clause 6(2)(g), the 
pointy made is that the three companies 
carrying on insurance business which are 
now su^idiaries of the life insurance 
companies and which will become sub
sidiaries of the Life Insurance ^ rpora- 
tion should be handed over to suitable
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parties. 1 am surprised that this sugges
tion should come from Shri Tulsidas who 
had earlier thrown us a challenge to run 
an insurance company in competition 
with private enterprise. That is exactly 
what we propose to do by retaining 
these three companies. These companies 
will function in the same manner as 
other companies and will be subjected 
to the provisions of the Insurance Act 
again in the same manner as others. 
They may be handicapped on account of 
certain obvious advantages, namely, ob
servance of the rules and so on, which 
private enterprises enjoy a freedom from 
in their conduct.

Shri Sadhan Gupta: They enjoy im
punity,

Shri C. D. Deshmiikh: It is not a for
mal impunity. But, it is not certainly 
that we consider it open to ourselves to 
turn a blind eye to some of the regula
tions, as some at least in the general 
insurance world.

I come to clause 8(2). The point was 
that some of the companies whose busi
ness is taken over may not have any 
funds for giving gratuity etc. and the 
employees of such companies should not 
be 'penalised. It has also been said that 
if necessary, sufficient amounts should 
be deducted from the compensation. 
Any payment to employees is a normal 
part of the life assurance fund and there
fore, it would not be proper to deduct 
anything out* of the compHmsation. As 
regards these employees, I have no doubt 
that the Corporation will look into this 
question sympathetically and I am pre
pared to draw the attention of the Cor
poration to the observations made in 
this behalf by Shri Asoka Mehta.

Next comes the question of the re
duction of the policy contracts of insol
vent companies. It has been pointed out 
to us somewhat unnecessarily that the 
Government should have a moral res
ponsibility towards them, because it was 
our duty to have ensured that no com
pany became insolvent. I have stated 
on more than one occasion that I have 
every sympathy with the imfortunate 
policyholders of such companies. We are 
dealing with j^licy reduction and I have 
certain objections to the proposition put 
forward by Shri Sadhan Gupta. We can
not subscribe to the proposition that 
merely because there is a Governmental 
machinery supervising a particular sec
tion of trade, all losses must be borne 
by Government. If we were to accept

this proposition, then we would be let
ting ourselves in for similar claims in 
the future in many other fields, like tak
ing over some banks, as we are quite 
likely to, in connection with the recom
mendations of the Expert Coomiittee 
after taking over the Imperial Bank. All 
depositors in such banks would expect 
to be paid in full. Also, if we can be 
sure what the cost would be, we might 
have considered extending the guarantee 
to all policyholders. The financial investi
gation of the insolvent companies, 
unfortunately, is not yet complete. At 
this stage I feel it unwise to agree to 
an unknown liability on behalf of the 
State. Surely we will consider it, but 
who is to pay for this generosity? Ask
ing the Corporation to bear the burden 
would mean that other policyholders 
are asked to foot the bill. This may well 
mean that for a long time the existing 
policyholders in companies like the 
Oriental and Prudential companies 
which have been well managed would be 
getting sntialler bonuses than they would 
have got from their respective compa
nies. Those policyholders at any rate 
would not think very highly of nationa
lisation. If Government is asked to pay 
the compensation, then we should ask 
ourselves, “why should the taxpayer foot 
the bill for the losses suffered by a 
small section of the community”? I 
have given an assura îce that those 
policyholders would be treated gener
ously and it is my own expectation that 
they will be more generously treated 
than either they or anyone el^  on tfadr 
behalf has a right to expect; and to that 
extent, nationalisation would mean a 
very substantial benefit to those poli^- 
holders. I must again repeat the point 
that any reference in this context to con
trol by Government, that is to say the 
quality of control under the Insurance 
Act is dialectical and some what 
superficial. Surely the House does 
not expect the State to penalise 
itself for any acts of control as 
if the control was synonymous with 
guarantee. It would be almost as if we 
were holding the traffic policeman pecu
niarily responsible for all street accidents 
because he is regulating the traffic.

Shri Nambiar: The analogy is not 
strictly correct. It is a wrong analogy,

Shri C. D. Deshmukh: Hon. Mem
bers may have their own views.

Shri Nambiar: It stands to reason.
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Shri C. O. Deshmnkh ; 1 think this 
objection comes strangely from Mem
bers of the opposition benches, because 
we are regulating and controlling 
national life in so raan> 'vays that I do 
urge that it is very dangerous to accept 
this strange proposition that wherever 
.anything goes wrong because we were 
trying to control it we must pay the 
penalty.

llien  1 come to what has accidently 
turned out to be the piece de resistance 
of this measure, and that is audit by 
the Comptroller and Auditor-General. 
One question i s : we have been asked 
what internal checks we shall have. All 
the answer I can give is that it is our 
intention to devise a scheme of internal 
audit. The men concerned would be res
ponsible directly to the central office or 
the zonal office, so that the independence 
of these men is preserved.

Shri K. K. Basu: They will be 
your own employees.

Shri C. D. Deshmnkh: I have not
finished my argument. This was only in 
regard to internal check. I cannot see 
how you can have an internal check by 
external means.

I understand the hon. Members who 
have spoken in favour of audit by the 
Comptroller and Auditor-Generd are 
very much concerned with the accounta
bility of Government and such enter
prises to Parliament. The first point that 
has been raised is a constitutional one, 
that is to say, whether the right of Par
liament to have the accounts audited is 
being undermined, and the second point 
is that we are seeking with an ulterior 
motive to cover up any questionable 
transactions which the Insurance Corpo
ration may enter into.

As regards the first point, article 149 
lays down that the Comptroller and Au
ditor-General shall perform such duties 
and exercise such powers in relation to 
the accounts of the Union or of any 
other body as may be prescribed by or 
under any such law made by Parliament. 
There is no doubt that in respect of 
transactions which enter into the ac
counts of the Union he is automatically 
the audit authority. That is under article 
149. But he does not become the 
audit authority automatically in res
pect of the affairs of statutory cor
porations or in respect of companies in

which the Government might be finan
cially interested. He becomes responsible 
for their audit only in so far as Parlia
ment entrusts him with their audit.

That leads to the second point, that is 
to say the question of merit. What role 
should we assign to the Comptroller and 
Auditor-General ?

Shri Ramachandni Reddi (Nellore): 
May I interrupt him for a minute ? May 
I know whether at any time after the 
Insurance Corporation Bill has been in
troduced the Auditor-General has been 
consulted about this matter, and what 
his reactions were in this particular res
pect?

Shri C. D. Deshmukh: The Auditor- 
General was consulted in relation to the 
nationalisation of the Imperial Bank. The 
principle involved was the same as here, 
namely financial transactions. The whole 
corpus of the operations is financial 
transactions. We were in possession of 
his views. Those views were considered 
by the Cabinet and we came to the con
clusion that that would not be a suit
able enterprise to be audited by the 
Comptroller and Auditor-General. That 
view was placed before Parliament, 
when I piloted that Bill, and that view 
was accepted by Parliament. In view of 
that, we did not think it necessary to 
consult him again. Nevertheless, on his 
own initiative, he has addressed a com
munication to me, but it is not identical 
with the note which he has circulated to 
certain Members of the House. I have 
not yet had time really to study that 
note. But I gather that it has not been 
sent merely to Members of (he Public 
Accounts Committee nor to all Mem
bers of Parliament, but only to some 
Members of Parliament under some res
tricted circulation.

Pandit K. C. Sharma (Meerut Distt. 
— South): To the chosen few.

Shri C. D. Deshmnkh: I do not quite 
know what that means, but that is the 
factual state of affairs.

I return to this question of the role 
to be assigned to the Auditor-General in 
a welfare State, in which day by day, 
the State is assuming to itself a more 
positive role in the economic field, in 
the shape of public corporations.

Now, the question is whether Parlia
ment should burden the office of the 
Comptroller and Auditor-General, an
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office which is intended or was intended 
mainly for governmental audit, with the 
audit of all the multifarious projects 
with which Government are steadily in
creasing their association. Further, there 
is this question of whether the Comp
troller and Auditor-General’s audit is 
necessarily the best for all such types 
of cases.

We have considered this question in 
a discriminatory way from lime to time. 
Parliament has so far acted, or approv
ed of arrangements, according to the 
needs of each particular situation. In 
the case of the Damodar Valley Corpo
ration, the Airlines Corporation, the In
dustrial Finance Corporation and the Re
habilitation Finance Administration, he 
has been appointed the audit authority. 
This was done, because it was felt that 
his staff, limited as it was in relation to 
the expanding needs of the day, would 
be able to cope with the work. But we 
have gradually now gone deeper into the 
sphere of the private sector, that is to 
say, into what was the sphere of the 
private sector, where it is felt that nor
mal governmental audit would not meet 
with the needs of the situation.

We have found that the case of a 
statutory corporation dealing with insui- 
ance particularly should be on a different 
footing. The system of functioning of 
insurers is different from that, needless 
to say, in Government departments, or 
even in other industrial concerns, and re
quires the exercise, as was pointed out 
by one or two Members, of a very large 
measure of judgment and discretion %  
the executive authorities and the con
trolling authorities. This system is more 
attuned to commercial audit with which 
the staff of the Comptroller and Auditor- 
General is in the main— although he has 
a wing— unaccustomed, besides being 
short, as I pointed out, of the personnel 
of the type required.

We should take note of the fact that 
the life insurance corporation has been 
enjoined in clause 6(3) of the Bill, as far 
as may be, to observe business principles 
in the discharge of its functions.

Much information has been given in 
the course of this debate in regard to 
the practice in U.K. and in some of the 
other countries. I must say that I felt 
greatly heartened by the speeches of 
Shri Morarka on this side, and,
I think. Dr. Krishnaswami on the 
other side. I could not agree with 
them more in this matter. We

have generally followed the U.K. exam
ple in parliamentary matters. It has al
ready been mentioned that the Comp
troller and Auditor General is not con
ducting the audit of nationalised indus
tries. The auditors of the industries are 
appointed by the Minister in charge. It 
has also been pointed out that the Comp
troller and Auditor-General there him
self did not claim the right to such 
audit.

There was some reference to the pro
ceedings of the Select Committee and  ̂
their recommendation that if the audit 
were not to be conducted by the Comp
troller and Auditor-General, there should 
be a Standing Committee of the House.
I believe that that particular recommen
dation was nor accepted by Parliament, 
In any case, I do not oppose that parti
cular suggestion; it has come up from 
time to time. What I actually said was 
— I think one hon. Member said that 
I opposed it— that we have had many 
reports of investigations already. The 
last time when this matter was debated, 
copious reference was made to the re
ports of the Estimates Committee. I 
said that if any further investigation was 
to be made, it should be prescribed by 
that Committee, which has already made 
the preliminary investigation.

In principle, therefore, I am not op
posed to a Committee of the House go
ing into the matter. I believe there is 
nothing to stop the Estimates Commit
tee, which, I think, in its 13th, 14th, 
15th and 16*h reports has examined 
one after another of the enterprises of 
the Government and made suggestions, 
from going into it further. I went on 
to say then :

“I feel that it is unnecessaj^. 
There is a vast deal of material 
for us to study and digest, which 
has been thrown up by the labours 
of the Public Accounts and the 
Estimates Committees, and it is 
open to these Committees to go 
further into these matters in the 
light of anv replies that Govern
ment mav give. And when we have 
completed that process, we shall 
find that there is hardly anything 
that needs investigation of this com
prehensive kind in regard to public 
enterprises.”

I was asked by Shri H. N. Mukherjee 
whether I would agree that the report 
might first be submitted to the Public
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AccouDts Committee. I believe that the 
Public Accounts Committee starts ope- 

.rating after the Comptroller and Audi> 
tor-General has submitted his audit re
port. I should think that it would be 
preferable to have this report considered 
first by the Estimaies Committee, if the 
House prefers such an arrangement. 
Then if the Estimates Committee wants 
to go further into this matter, it can 
appoint a Sub-Committee to go into it. 
I am quite certain that it will not be 
beyond our resources to make arrange
ments which would be suitable from 
the point of view of accountability to 
Parliament and which would yet spare 
this Corporation from the results of too 
mechanical an audit such as is conduct
ed in regard to Government’s ordinary 
affairs.

Coming back to the Committee which 
was appointed in U.K., it is interesting 
to see some of the views expressed. 
There is a view expressed by Mr. Rob
son, President of the Institute of Char
tered Accountants. He says :

“The circumstances of a trading 
undertaking are rather different 
from those of a government depart
ment. If Parliament is to expect 
the best type of man to go into 
these nationalised undertakings, it 
will have to let the higher execu
tives feel that they are not being 
interferred with too much, but that 
they are allowed a large measure of 
discretion for both policy and the 
ordinary day to day business.’*

There was another M.P. who said :

“Some very experienced people 
said that they did not believe it 
was really possible for an outsider 
to come in and measure efficiency. 
You could test the accuracy of the 
accounts, but the moment you get 
to something like efficiency, it is 
almost impossible to have a satis
factory efficieiicy audit. If the in
quiry of the auditors is kept to mat
ters of policy, it is inevitable that 
the higher officials of the nationalis
ed industry will have to pve 
attention to justifying that policy, 
whereas ordinarily speaking, one 
must assume they are going to be 
fully guided in administenng the 
industry. The idea should not grow 
up that just because an industry has 
been nationalised, it is going to be 
nagged at the whole time.”

Then, there is Mr. Herbert Morrison, 
saying:

“I do not think that these gentle  ̂
men”, he means the Auditors, ‘‘im
portant as their training is, are of 
the right professional training to 
pronounce upon the problems of in
dustrial efficiency and managerial 
competence.”

Then, 1 would also mention the re
port of the ECAFE Seminar on Organi
sation and Administration of Public 
Enterprise in the industrial field, April, 
1954. It emphasised that the basic free
dom to be enjoyed by State enterprises 
should include freedom from normal 
governmental appropriation accounting 
and freedom from normal governmental 
audit of operations.

There was some reference to the point 
that in the United Kingdom, no funds 
have been supplied to the public cor
poration out of the public exchequer 
and that the corporation gets funds from 
the public. All that the Government give 
is only funds in the form of debentures 
and they are eniitled there only to in
terest thereon- It was stated that as the 
Life Insurance Corporation will get its 
share capital from out of the Consoli
dated Fund, it was only proper that the 
Comptroller and Auditor-General should 
audit the transactions of this Corpora
tion.

Now, the fact of the matter is this. 
Here is a quotation from the evidence 
of Sir Frank Tribe, whose name was 
mentioned in the course of the debate 
before the Select Committee :

“First of all, as the Committee 
will know, some corporations can 
draw advances on capital account 
through appropriate Government 
departments from the Confiolidated 
Fund. Therefore, Parliament has, 
in such cases, imposed a maximum 
on the amount which can be drawn 
and it is my duty” ,— I am (quot
ing,— “to authorise advances within 
that maximum on request from the 
Treasury.”

Therefore, funds are drawn from the 
public treasury. Then, he goes on to
sa y :—

“A  point which I would like to 
bring to the Committee’s attention 
is that nearly all these corporations 
have to raise their capital in the 
market and they have t^ n  enabled
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to do so at Government rates by 
reason of the fact that the Treasury 
has been empowered to guarantee 
both their interest and their capital. 
When these guarantees are issued 
by the Treasury, they lay minutes 
embodying them before Parliament. 
All these issues involve the credit 
of the State and constitute a poten
tial liability on the Consolidated 
Fund.”

Therefore, there is no great validity 
in that particular point that has been 
raised. In essence, the position in res
pect of the liability of the State in re
gard to the financial working of these 
corporations is fundamentally the same 
both in this country as well as in the 
U.K. The latest developments in the 
U.K. will result in the position in this 
country being no different from that in 
the United Kingdom. The Chancellor of 
the Exchequer has now decided upon a 
revision of the method of financing ex
penses by the nationalised industries in 
order to increase the authority’s control 
over the monetary system and to faci
litate transactions in the Government 
Bond Market. In the place of the 
system whereby these industries borrow 
initially from the banks and subse
quently fund the borrowings by issuing 
bonds that the Treasury guarantee, there 
would be a temporary two-year period 
in which their needs would be met. That 
further removes the distinction between 
the two countries.

I do not know how much importance 
Members attach to experts like Dr. Paul 
Appleby. It is his third visit in connec
tion with Government Administration 
and the man^ement of Government en
terprises. While we were discussing this 
issue here, I believe, he addressed the 
Finance group of Parliament. I am told 
that in his Address to them...........

Shrf T. B. Yitta] Rao (Khammam): 
What is the Finance Group of Parlia- 
ojient ?

Shri C. D. Deshmiikli: I think of the 
Congress Party. I think there is also a 
finance group, a Standing Committee of 
Parliament also,

Shri T. B. Vittai Rao: My friend
says that it never meets.

• Shii C. D, Deshraukh; We have been 
discussing finance for the last 4 months. 
There is probably nothing which the 
Committee can do. In his address he

has referred to audit by the Comptroller 
and Auditor-General— it is not by our 
Comptroller and Auditor-General but 
audit generally :—

“It is pedestrian in nature and 
has no value from the point of view 
of parliamentary accountability of 
public corporation. It has no quality 
of positive helpfulness and not 
much importance to it is attached 
either in U.K. or U.S.A. In the 
growing nature of governmental 
activities, Parliament should dele
gate more power and, if it wants to 
be more effective, some general 
control over the affairs of Govern
ment.”

5 P.M.

That is the view of one expert. I can 
only add that that is* my sincere view, 
and indeed when I took the initiative 
in suggesting nationalisation of life in
surance, to my colleagues in the Cabi
net I said that if the affairs of the cor
poration or whatever we might establish * 
were going to be audited by the ordi
nary audit machinery, then I would not 
recommend the nationalisation of Jife in
surance, because I was quite convinced 
then that it will not answer its purpose. 
Those who are in charge of it would 
always be trembling, so to speak, for 
the financial accountability and would 
not show that dash and enterprise which 
is so badly called for if any expansion 
of this somewhat peculiar business is to 
take place. That remains to be the opi
nion today and my frank advice to the 
House would be at any rate to begin 
with— ŷou can always request die 
Comptroller and Auditor-General to 
come in— it would be much worse if 
you were to ask him to come in now 
and suppose that the audit is not satis
fied from the point of view of accounta
bility to Parliament— Î am not saying 
what kind of audit will take place—  
it would be more difficult to dissociate 
that kind of audit from the Corporation. 
Therefore, my frank advice to the House 
would be that for the moment we 
should not insist on audit of the affairs 
of the Corporation by the Comptroller 
and Auditor-General.

Then I come to clause 25. I think I 
have already dealt with that.

I now come to the question of ex« 
penses of management and investments.
It was said that the provisions of the 
Insurance Act relating to expenses of
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[Shri C. D. Deshmukli] 
management and investments should be 
made applicable to the affairs of the 
Corporation. So far as the expenses arc 
concerned, 1 really cannot see what we 
are to gain by providing for any parti
cular ratio. 1 have said that it would be 
in the interests of the Government to 
take on this challenge and to reduce the 
expense ratio when it becomes possible. 
Also in my speech 1 pointed out certain 
temporary circumstances which would 
come in the way of our making any 
spectacular reduction just now, but one 
very telling argument which I have is 
this: what happens if that ratio is not 
observed? Under the present Instance 
Act, which applies to, say, 160 life in
surance companies, in theory at any rate, 
the Controller of Insurance has the right 
to issue a notice to the companies con
cerned. 1 do not. know how he issues 
the notice to Government, the Ministry 
of Finance or to the Corporation or 
what he does, or whether he starts any 
penal action and so on. These are mat

, ters which one must rely on Govern
ment to attend to in their own interest. 
As one hon. Member said, this is a 
kind of challenge which Government 
have taken on, and it would be for them 
to justify this momentous decision that 
they are asking the House to ratify. 
There will be many criteria by which 
their performance would be judged and 
if they are found wanting, the familiar 
consequences must follow. Therefore, I 
do not think that that kind of a situa
tion can be met or could be improved 
upon by a provision of a formal percen
tage for expenditure.

Dr. Krislmaswaiiii: May I ask one
question? The Corporation is different 
from the Government and therefore the 
Controller can issue a notice.

Shrl C. D. D eshm ol*: Formally he 
can, but there is a string of respoMi- 
bility. You may call it a Corporation but 
it is still owned by the Government. I 
cannot see the Finance Minister being 
absolved from any sins of commission 
or omission in this respect on the part 
of the Corporation. Therefore, I say that 
the final sanction is not available. You 
first lay down a condition. Then you 
provide for a sanction. I hope that Par
liament will not insist on that kind of 
sanction that the Finance Minister may 
be sent to jail for two years or that the 
Corporation may be dissolved or may be 
transferred to somebody else. All these 
remedies are not available such as are

available today in respect of the indivi
dual units which are operating the life 
insurance business.

With regard to investments, we take 
this point. The Planning Commission 
and the various authorities should be 
consulted. Ordinarily, it would not be 
necessary to consult them in every in
dividual case. The Planning Commis
sion has formulated a Plan. We are all 
aware of the main features of the Plan. 
The Finance Ministry in particular is 
very closely associated with all the sta^s 
of the formulation and implementation 
of the Plan and it will be possible for 
them to issue directives, if necessary, for 
investments in order to ensure that the 
general investment policy of the Corpo
ration is such as to help in the a-tam- 
ment of the objectives of planning. In 
this connection, I would also refer to 
the criticism that I guaranteed unfortu
nately that the same percentage of in
vestments would flow to the private sec
tor. What I said and would like to say 
again is this. 1 would like to tell the 
spokesmen of the private sector, indus
trialists and others that it is not Gov
ernment’s intention to divert the flow 
of funds— that is, large dimensions of 
the present funds— to the public sector 
to a greater degree than at present. Now, 
it is my endeavour to see that at least 
as much money as is available today 
is made available for investments in the 
private sector. It is obvious because we 
do not know what the shape of future 
planning is going to be. It may be that 
the relative importance of the public 
and private sector will keep on changing 
and the financial arrangements that we 
make must be in accordance with this 
disposition. Therefore, it would be un
wise for anybody to fix on any percen
tage at the moment. We are content, to 
go on with the present percentages and 
we shall see as we go along how the 
needs of both the sectors are to be met. 
tn another plac^ we have pointed out 
that the time has come when we should 
consider both the sectors as integrated 
with each other and it is not that there 
is any anti-thesis between them. It will 
eqtially be the duty of the Governm^t 
to ensure that the private sector obtai^ 
the funds from the total national p6ol 
for its development according to the 
Plan as it is its duty to find funds or 
resources for the schemes in the public 
sector. .' • 

I. then, come to this question of com
pensation. The first question was whe
ther the payment of the compensation
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amount would attract the income-tax 
law. The answer is that the compensa
tion will not be liable to income-tax 
in the hands of the insurance company 
as it will be a capital Receipt. To the 
extent that it does not represent the 
equivalent of past undistributed profits, 
it will not be liable to income-tax in 
the hands of shareholders also.

Then there were some points of facts 
in regard to the measure of compensa
tion. It was stated that it may be exces
sive. Now, I pointed out in an earlier 
speech that the paid-up capital of in
surance companies bears no relation 
whatsoever to the dividends earned from 
lime to time by the shareholders. The 
reason is obvious, that with a little money 
one gets together talents, so to speak, in 
order to manage Jther people's funds and 
the profits come not so much out of the 
lay-out of the original capital, but of 
the skill and deligence and also imagi
nativeness in the management of other 
people’s money. Therefore, the total of 
assets is bound to bear, as time passes, 
a very large ratio to the original capital. 
If one refere to companies, one would 
find that the proposed compensation as 
compared with the share value is larger 
as the company is older. Take the case 
of Oriental which was started in 1874. 
It started with a shye value of Rs. 200.

Shri H. N. Mukherjee: May I, Sir, 
ask a question ? The Finance Minister 
manages everybody’s money in this coun
try. On an analogy, is he expected to 
have a share in whatever surplus arises 
in the course of the management of 
everybody’s money ?

Shri C. D. Deshmiikh: The Finance 
Ministry is a non-profit making institu
tion.

What I am pointing out is this. If one 
starts with Rs. 200 and we lay by as 
reserves 5 per cent, just imagine what 
would happen to Rs. 200 in, say about 
80 years. There is a rule that if you go 
on adding the rate of interest the sum 
will double itself. Therefore. I have cal
culated that if we have Rs. 200 at 5 per 
cent interest in 1874, then by now we 
should be entitled to have Rs. 10,000. 
As against that we are only paying Rs. 
4,400 to the Oriental. I wonder whether 
hon. Members remember Tiaving read 
somewhere that if the original sum 
which was paid to the Dutch for Man
hattan Island had been laid out at a rea
sonable rate of interest today it would 
have a compounded value larger than 
the total valuation of all property on

that island. So, hon. Members can make 
that calculation themselves. Therefore, 
there is no point in saying or drawing 
any kind of relationship between the 
original share value and the compensa
tion to be paid. It might be four times, 
it may be ten times or it may be forty 
times and one would ordinarily think 
that the ratio would be larger as the 
company is older.

Take another company— Lakshmi. It 
started in 1924. They started with Rs. 
10 as share value and they wiU be hav
ing Rs. 123, that is to say 12 times and 
not 22 times as in the case of Oriental. 
There are other examples also. There
fore, one should consider this question of 
compensation on the merits of the case. 
Have we taken a reasonable basis for 
calculating compensation ? Are we 
nationafij^g it at a reasonable rate? 
Are we %king notice of any special or 
abnormal (Cases ? I am quite certain that, 
as the Select Committee was satisfied, 
the House would be satisfied Aat by and 
large the compensation that we are offer
ing to pay is fair, but certainly not on 
the generous side.

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

The next question is, how it should be 
paid ? A suggestion has been made, hav
ing determined the compensation we 
should merely pay it in ten instalments. 
To me it almost appears like sharp 
practice because Rs. 5 spread over 20 
years represents a capital sum which is 
not Rs. 100 at 5 per cent, but some
thing less. I do not know what the table 
of equivalents is. If you work it out, 
it may be Rs. 50. You calculate com
pensation at Rs. 100 and then you re
duce it to Rs. 50 in effect. I think when 
we are acquiring anything like this trom 
a number of people, there is no reason 
why we should be almost consciously 
unfair.

There were some other points, which 
you yourself have raised and I feel I 
must give an answer to them. The first 
point was in regard to the statutory 
valuation generally. I should as
sure you that all the statutory valua
tions by whomsoever they are made 
will go through a very careful scrutiny 
in the department of insurance. This 
scrutiny is very close where an insurer is 
allowed to distribute any part of the sur
plus. Part A  which accounts for the 
bulk of the compensation applies only 
to companies which had distributed sur
pluses and it is precisely in this case that 
the check has been closest.
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[Shri C  D. Deshmukh]
1 come to the specific cases which 

were referred to. The Lakshmi Insur
ance Company had no doubt on the 
valuation day assets in Pakistan worth 
Rs. 30 lakhs. Negotiations were almost 
complete for the exchange of this pro
perty for property in India worth Rs. 10 
lakhs— it is Rs. 10 lakhs and not Rs. 6 
lakhs as was mentioned. It is important 
to note that for the purpose of valuaiion, 
the company was not allowed to take 
credit for Rs. 30 lakhs, but only for Rs. 
10 lakhs for which the properties were 
exchanged. That is to say, on the valua
tion date, the assets as revalued were 
fully of the value stated in the balance 
sheet. As additional precaution, while 
the policyholders’ bonuses were allowed 
to be declared, the company was requir
ed to withhold the dividends to share
holders for a period of nearly two years 
until the Controller was satisfied that it 
was safe to release that amount to the 
shareholders. The policyholders were 
treated with sympathy, but the share
holders were treated with the utmost 
strictness.

As regards the Sun Life Insurance 
Company, the valuation as at the end of 
1952 discloses a small surplus which was 
not allocated as bonus to policyholders, 
but was carried forward in the 
valuation of assets of Pakistan proper
ties and was assigned the same value. 
But these values were lower than the 
value accepted by the rehabilitation 
authorities for purposes of assessing the 
value of properties left behind by re
fugees. Neither in this valuation nor in 
the next was any part of that surplus dis
tributed. The position, therefore, accord
ing to my information is somewhat dif
ferent from that obtaining in the other 
cases cited by you where the declara
tion of bonuses has taken place. Be
cause the Sun Life Insurance Company 
did not declare bonuses, it comes under 
Part B and its whole valuation will have 
no bearing on the compensation. The 
company had to be valued afresh on 

19th January, 1956 on the uniform 
basis laid down in Part B of the First 
Schedule. I should like to add that I 
have devoted some attention to the 
difficulties of the displaced companies, 
especially those which will be governed 
bv Part B of the Schedule and I am 
thinking of adding a little ex gratia to 
the compensation paid. I am working 
out a formula which will take into ac
count the losses that they have sustained 
as a result of the emergent cases spiring- 
ing up all of a sudden. It is in my mind

to make some allowance for that; that is 
to «ay, to add some amount to the mar
ket value of the assets as ascertainable 
now and then deduct the liabilities, 
which would ^result in an additional 
compensation to these companies.

Shri Nambiar: What would be the
amount that this additional payment 
would come to roughly ?

Shri C. D. Deshmukh: 1 cannot say 
till I work it out, but I should say it 
should be under Rs. 10 lakhs. That is 
the outside limit. There are only three 
or four companies. I think only three. 
There is Sunlight, there is Eastern or 
something like that. There are three 
companies, one with a paid-up capital 
of Rs. 97 lakhs, one with Rs. 129 lakhs 
and one with a capital which has some
what been eroded now, which has a 
little over Rs. 4 lakhs. So, the capital is 
under Rs. 5 lakhs and with this addition 
it might be something more.

I think I have covered most of the 
points that have been made by hon. 
Members, and 1 shall have further op
portunities of dealing with some of the 
points which I have not dealt with, when 
I deal with the amendments.

Shri N. C. Chatterjec: May I ask the
Finance Minister to' consider sympathe
tically the plea urged for compensation 
paid to special agents? The appeal was 
made either to allow them to function 
there for some time more and then to 
allow the Corporation to determine whe
ther they should continue or not. Or, if 
you are determined to liquidate them 
straightaway without giving them a fur
ther opportunity, substantially increase 
the compensation to be paid. Only one- 
eighth of the annual average earning 
during the period 1952 to 1955 has 
been provided they are complaining is 
totally inadequate and if the Finance 
Minister will kindly consider sympathetic 
cally...........

Mr. Depnty-Speaken Would is not be 
better if this appeal is repeated when we 
take up that particular clause ? *

Stai N. C. Chattcrjee: I am remind
ing him of this request. He need not give 
an answer straightaway, but he mig^ 
consider it sympathetically.

Shri Cl D, Deshmiildi: I just want 
to correct something I said. I relied on 
my memory. I was asked whether there 
was consultation with the Comptroller
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and Auditor-General before this Bill and 
I said that he was consulted in re
gard to the State Bank Bill, but the 
fact was that he was not consulted be
fore the Bill was enacted, but he rais
ed the question after the Act* was pro
mulgated.

Mr. Depoty Speaker: The question
i s :

“That the Bill to provide for the 
nationalisation of life insurance 
business in India by transferring all 
such business to a Corporation esta
blished for the purpose and to 
provide for the regulation and con
trol of the business of the Corpo
ration and for matters connected 
therewilh or incidental thereto, as 
reported by the Select Committee, 
be taken into consideration.”

The motion was adopted,

Mr. Deputy Speaker: Now we take
up the discussion clause by clause.

Shri Asoka Mehta: How are you go
ing to decide the time ?

Mr. Deputy Speaker: That is exactly 
what I am going to put to the House. 
If the House agrees, we might proceed 
with the discussion of clause 2 and 
some hon. Members from different 
groups might sit together and allocate 
the time for the different groups of 
clauses. If straightaway hon. Members 
are prepared to give me some guidance,
I am prepared to abide by that.

Shri Asoka Mehta: I agree with you 
that it would be better if a small group 
goes into the matter, but I do not think 
we shall be able to conclude the dis
cussion within the seven hours that have 
been allotted because there are a num
ber of points which are bound to evoke 
considerable controversy.

Mr. Deputy Speaker: That we cm
see as we proceed. If we feel ^m e diffi
culty then we will consider it. Now, 
should I proceed with the clause smd 
would some hon. Members sit aside 
and decide about the allocation of time 
to the several groups of clauses ?

Shri Asoka Mehta; If we submit our 
report tomorrow, will it not be enough ? 
You can proceed with the clause.

Mr. Deputy Speaker: That is all right.
I have no objection. We have only half 
an hour now. We can proceed now.

5— 133 L. S.

Mr. Deputy Speaker: There are some 
amendments. Nos. 143, 144, 145 and 
47. These are the four amendments that 
we have got to clause 2.

Shri Sadhau Gupta (Calcutta— South* 
East) : I beg to move :

(1) Page 2 -

for lines 2 to 33 substitute :

“ (i) in the case of any insurer 
specified in sub-clause (a)(ii) or sub
clause (b) of clause (9) of section
2 of the Insurance Act and carry
ing on life insurance business, all 
his business;

(ii) in the case of any other in
surer specified in clause 9 of section
2 of the Insurance Act and carrying 
of life Insurance business all his 
business in India.”

(2) (i) Page 2, line 4—

add at the end :

“ but not being an insurer speci
fied in sub-clause (iA) of this 
clause”; and

(ii) after line 13, insert:

“(iA) in the case of any insurer 
the business of whose subsidiary 
may be carried on by the Corpora
tion or whose affairs were being 
managed on the appointed day by 
an administrator appointed under 
section 52A of the Insurance Act, 
an his business:” .

(3) Page 2—

after line 13, insert:

“(d) all the business which was 
being carried on by his subsidiary 
on the 19th day of lanuary, 1956;”

Shri B. K. Ray (Cuttack): I beg to 
m ove:

Page 2—

after line 38, add—

“Provided that controlled busi
ness as defined above for the pur
pose of this Act shall not include 
any such business carried on by a 
co-operative society with a share 
capital of rupees fifty thousand or 
less.”

Mr. Deputy Speaker: All these
amendments are now before the House.

Clause 2.— {Definitions.}
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Shri Sadhan Gupta: To clause 2, I 
have tabled all the amendments that you 
have mentioned, and the main purpose 
of the amendments is to avoid certain 
diflaculties that may be created in res
pect of employees.

Clause 2 defines among other things, 
what is controlled business of an in
surer. This definition is of extreme im
portance, because it is this controlled 
business that is going to be taken over 
by the corporation. Therefore, what the 
controlled business is of the utmost con
cern to the insurers and the employees 
alike, and of course, to the people of 
the country as a whole.

In defining controlled business, the 
clause restricts itself to the life insur
ance business of all insurers. In the case 
of Indian insurers, it is the entire life 
insurance business. In the case of the 
foreign insurers, it is their life insurance 
business in India. Many of these in̂  
surers are what are known as composite 
insurers, that is to say, insurers who 
transact both life and general insurance 
business. Now, their general business is 
left out of account and only their life 
business is taken over. In the case of 
subsidiaries of life insurance concerns, 
their business is being taken over by the 
corporation, and it can be carried on by 
the corporation under clause 6. But in 
the case of composite insurers, the gene
ral business is excluded.

I quite understand, though I do not 
agree, that the general business or the 
general insurance as such is not to be 
nationalised. But what I do not under
stand is excluding general business in 
cases where the taking over of the life 
business is sure to lead to the liquidation 
of the general business. I am sure the 
Finance Minister is quite aware that al
most in the case of all compc»ite com
panies, with perhaps a few microscopic 
exceptions, they would find it difficult 
to maintain themselves after they have 
been deprived of their life business. They 
have been deriving all kinds of support 
from their life insurance. Life business 
is a much sounder venture than general 
insurance, and the result has l^ n , 1 
know, in many cases that the adminis
trative expenses were apportioned bet
ween the life and the general business, 
quite a sizable share going to the life 
sector. The same person had been acting 
as offices in both cases, and the salaries 
were apportioned. Now, he would have 
to be paid entirely from the general 
business. The salaries of employees and 
so <m were also apportioned. The office 
charges were apportioned. For instance,

the same telephone and other things were 
paid for out of both sectors. The same 
building housed the two sectors, and 
the rent was apportioned between the 
two sectors.

Undef these circumstances, when the 
general sector will have to shift for it
self to meet the entire expenses by itself, 
it is quite understandable, and it is, 
practically definite that it is not going 
to last, and it is going to be liquidated 
in most cases. There may be one or two 
companies which will succeed in c^ ^ - 
ing on, but they will be an exception. 
Most composite companies wil] be forc
ed to liquidate their general business. Al
ready telegrams have been coming to us 
from employees in different general in
surance concerns that those companies 
have threatened to retrench them, have 
threatened to close down their business 
and to throw the employees on to the 
streets. When I asked the Finance Minis
ter a question arising out of his plea for 
not taking over general business, he 
made a reply half in ridicule, half in jest, 
that the question of retrenchment of 
employees was an irrelevant issue.

Now, I am not surprised to hear from 
the Finance Minister that because gene
ral business is in the private sector, so 
nothing was being done to take it. Now. 
if you want to leave general business to 
the private sector, although I do not 
agree with it, although there is every 
plea for taking it into the public sector 
because of the malpractices prevalent 
there, at least see that the interests of 
the employees are safeguarded. If you 
choose, you can leave those general in
surance companies who transact general 
business only to the private sector, be
cause they will not suffer by the nationa
lisation of life insurance. But as regards 
those general insurance concerns who 
were carrying on life insurance 
business and were depending on it, 
if you leave them to themselves, 
then there is no doubt that the em
ployees who are employed in them will 
be retrenched. It is all very well for the 
Finance Minister to say that that is an 
irrelevant issue. But what we feel is that 
to drive out— ît may be hundreds, it 
may be thousands— into the streets is 
not an irrelevant issue by any manner 
of means. It was the responsibility of 
the Government to protect their interests 
w ^ n framing such a Bill. And it is not 
difficult to take over the general business 
from composite companies, to take over 
the general business and appropriate to 
yourselves the whole business and the 
whole body of employees in those com
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posite concerns. But what is being dcmc 
today? Today, there is the question of 
allocaUon of employees between the two 
sectors. It is not very easy to do. There 
are a number of companies who make 
no distinction among their employees as 
between the life and the general sectors. 
Some employees are kept on shifting 
from one sector to the other. What do 
you provide now? You provide in ihe 
Bin that anyone who was employed in 
connection with a particular sector im
mediately before the appointed day 
would be taken over by the Corporation 
or not according to the sector in which 
he worked. Is that fair? Some people 
might have worked for 20 years in con
nection with life business, and today it 
might have suited the exigencies of the 
general business to shift them tempo
rarily to that sector. And just for this, 
he will be deprived of employment— I 
doubt not, much more lucrative em
ployment— under the Corporation, be
cause of this sudden stroke of fate. Is 
that desirable ?

Then there is the question of alloca
tion of paid up capital which will raise 
all kinds of complications. However 
much the Government may try to solve 
it. there will be complications. So from 
all these points of view, it is very desir
able that the general sector of the busi
ness, as far as composite insurers are 
concerned, should be taken over by the 
Government.

I have suggested amendments in that 
line. My first amendment is No. 143, 
in which I suggest that the general busi
ness of all composite concerns should 
be taken over. If the Government is not 
prepared to go so far, let them at least 
concede this that when a life insurance 
concern and its subsidiary concern has 
been taken over— you know sulwidiary 
concerns will be taken over— in that 
case at least, let the Government take 
over the remnant of the general busi
ness. For example, there is the case of 
the National Insurance Company. It has 
a huge life business; it has a subsidiary, 
the National Fire and General, which 
also transacts a huge business and _a 
small general business sector in the life 
insurance itself. Can anyone suggest 
with any pretence to sanity that that sec
tor of the National Insurance Company 
will still continue after the life insurance 
business is taken over ? Those employe^ 
who may happen to be employed m tjw 
general sector will be kicked out m the 
Greets. Why should that be done ? That 
is why I would at least urge upon the 
Finance Minister to agree to this.

If you do not agree to this even, th«i,
1 would suggest that at least lake ow r 
those composite insurers who are under 
the management of administrators. There 
is one 1 know— I think there are about 
two or three composite insurers who are 
under the management of administrators. 
They are in a sorry state. They have a 
life business and they have a 
general business also. The AdminiBtrator 

managing both these sectors. Regard
ing the proprietorship of these c o m ^  
nies, civil and criminal cases are going 
on and it is not clear who are the real 
owners of those companies. The adminis
trator cannot hand back the general 
business to any particular person with
out running the risk of being proceeded 
against for damages or otherwise. Under 
these circumstances, the Administrator 
eiiher has to hand over the entire busi
ness to the Corporation or to keep the 
entire business of the insurer concerned 
or to keep only the general business and 
hand over the life insurance business. 
In any case, it is an impossibility or an 
absurdity. If the Administrator were to 
keep only the general business and hand 
over the life insurance business, as wa  ̂
envisaged in the Bill as it was intrĉ - 
duced in this House, then, the Adminisr 
trator would hardly be able to run th  ̂
show economically. If the Administratojr 
is expected— as he is expected to d o ^  
to run the entire business, presumably 
till such time as the proprietorship df 
the concern is determined, and then e v ^  
to transfer the life business to the Cor
poration would be impossibility, becau^, 
after the nationalisation of the life s ^  
tor, no one will do any business wf|}i 
the life sector of the composite insu^^. 
Therefore, for all purposes, the life sĵ d- 
tor of the composite insurer wiU be d ^ .  
Under these circumstances, what will 
Administrator do? I can quite visuaj 
that he will throw out every emplq 
whom he considers surplus and, n̂  ̂
rally, when new business is not comi  ̂
quite a lot of employees wiU be ‘s\ 
plus. In the case ot otl^r life insur^ 
concerns, when the business goes tc ĵ 
Corporation, the em ploy^  wU ^ 6  
ployment in the Corporation. B u t ^  ’ 
case of the composite insurers uridc 
administration of the administrator:^  ̂
employees who are surplus are 
out and although they are engf~ " 
the life sector, they will not be 
to become employees of the C 
tion. So, the employees in these  ̂
face imminent retrenchment. Theyi^ 
do it. I want to know what guar^ 
the Finance Minister chooses to m 
such employees. I have suggested
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tain guarantees which 1 win dilate upon 
when 1 move amendments to the rele
vant clauses. But the best way, the 
simplest way, the way without the least 
complication is to take over the entire 
business of such insurers, the general as 
well as the hfe, and be done with it 
altogether. It cannot be said that the 
Corporation is not transacting general 
business at all; it is transacting the busi
ness of the subsidiaries. Therefore, there 
is no reason why that part of the busi
ness should not be taken over. There
fore, my amendment No. 144 suggests 
that the entire business of the compo
site insurers, who are under the manage
ment of the administrators, should be 
taken over by the Corporation.

1 have one last amendment to clause 
2, which is by way of supplying a 
lacuna. You wUl find that the definition 
of “controlled business” confines itself 
only to the life insurance business. 
Under clause 6, however, the Corpora
tion is empowered not only to under
take life insurance business but also the 
business of the subsidiaries of the life 
insurance concerns, which transact gene
ral business. Their business has been ex
cluded from the definition of “controlled 
business” . The Corporation can carry 
on the general business of the subsi
diaries, but it is not a controlled busi
ness. Therefore, it will not vest in the 
Corporation, that is to say, the Corpo
ration will be empowered to carry on 
that business, but the business itself will 
not vest in the Corporation. That is a 
very unfortunate stage of affairs and 
that is likely to create all kinds of com
plications. Therefore, I have suggested 
amendment No. 145 by which I have 
sought to add another sub-clause which 
reads “all the business which was being 
carried on by his subsidiary on the 19th 
day of January, 1956;” . In that way, the 
business of the subsidiaries of life in
surance concerns would be transferred 
to and be vested in the Corporation, and 
the Corporation will be able to carry on 

I do not know 
W  to th  ̂ business of the Cor-
what t^\ppsition of that business will be 
poration. Will the subsidiary companies 
retain their independent existence, and 
if so, how will they function because 
they are not authorised to carry on the 
business ? It is the ('orporation which is 
authorised to carry on the business. 
W iat is going to happen to the policies 
which are now in the subsidiary con
cerns— whether the Corporation is going 
to take over the policies itself or whe

ther the i^licies will still remain with 
the subsidiary companies? To clear all 
these doubts, 1 suggest that amendment 
No. 145 may be accepted by the Gov
ernment.

Shri B. K . R a y : Sir, 1 do not intend 
to repeat what 1 have said in the course 
of the general discussion of the Bill as 
it has emerged from the Select Commit
tee. There, I tried to make out my point 
that there had been absolutely no justi
fication for the State taking up the 
monopoly of the business of life insur
ance. There may be a necessity for ac
quiring certain businesses compulsorily, 
on payment of compensation. There may 
be a good cause for establishing a Cor
poration to acquire funds for the Second 
Plan, to expand and encourage life in
surance business and to make it very 
popular among the people, to help the 
policyholders to get greater profits and 
so on. But where is the necessity for 
taking a monopoly to the complete ex
clusion of all other citizens ? Govern
ment has no doubt been given the power 
in the Constitution so that in an emer
gency it will not feel deficient or 
weakened in achieving certain objectives 
which the State might be aiming at. But 
my humble submission is that it is 
rather undemocratic to prevent citizens 
ordinarily from taking up a particular 
occupation. The democratic form of 
Governmen* is different from the other 
forms in the sense that it takes notice 
of individuals— individual liberty, indi
vidual’s freedom of speech, movement, 
of holding property and also what I My, 
freedom of economy. Unless there is a 
danger which has to be averted, such 
freedom ought not to be jeopardised. I 
have therefore proposed my amendment 
which reads like this :

“Provided that controlled business 
as defined above for the purpose of 
this Act shall not include any such 
business carried on by a co-opera
tive society with a share capital of 
rupees fifty-thousand or less.”

My point is this. There are small busi
nessmen. They are the workers; they are 
themselves the shareholders. Some of 
them are policyholders. They have form
ed co-operative societies. 1 have come 
across such associations in my State. 
Young men of education without large 
capital have managed to carry on life 
insurance business and earn their liveli
hood. Why should these small business 
be acquired. I have also tabled another 
amendment to clause 30 to cover these
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Mr. D<q^-Speaker: That wiU come 
subsequently.

Shri B. K. Ray; That has not yet 
come up. But if this falls through, that 
will also fall through. I submit that the 
hon. Minister should agree to leave this 
beyond acquisition because they would 
become professionless and be driven to 
ihe streets. They will be functus officio. 
How are they going to be compensated ? 
The compensation that is going to 
paid lO them is nothing. They have built 
up the business. They have spent so 
much of their effort and time and all 
these things will go to waste. So, I re
quest him to accept my amendment and 
allow such small businesses to be out
side the purview of this Bill.

Shri C. D. Deshmukh: 1 will deal
with amendment No. 47. I fear that the 
hon. Member has used highly consti
tutional arguments for a minor issue. If 
one were to say that nationalisation is 
discriminating against the citizens who 
wishes to have freedom to follow any 
profession he likes, then, I say that no 
nationalisation would ever be possible. 
On the purely legal issue, w'e are advised 
that the Government can nationalise for 
good reason whether it is an individual 
enterprise or it is an industry as a whole. 
Here the main point is, we feel that 
nationalisation can achieve its best re
sults only if a monopoly were to vest 
in the State. Those arguments have b^n 
gone over again and again in connection 
with the question of competition which 
one hon. Member— I think it was Shri 
Matthen— raised. We have gone so far 
as to acquire life insurance business even 
carried on by State Governments. There
fore, again that background we do not 
consider that it would appropriate 
to allow only a small section of insurers 
to continue in business, especially on ac
count of the reasons which have been set 
out by the hon. Member, that they 
would not know what to do with their 
money. The same point would arise in 
regard to every shareholder to whom we 
are paying compensation. Nationalisa
tion is an act which involves this and 
one only hopes that in the expanding 
ecqnomy of the country, these small 
people would find other suitable avenues 
for employing their money.

But the point of view from which wc 
are considering nationalisation is com
plete safety to the policyholders. We feel 
that even a co-operative concern is not 
irnmune from losses, whereas a State 
enterprise can never involve any loss to

the policyholders. We, therefore, feci that 
we should not expo^ even a section of 
the insured population to possible loss 
under their policy contracts.

Talking of discrimination, if we were 
to exclude co-operative societies, then 
indeed we might be discriminating bet
ween one class of insurers and another. 
Therefore, taking all the considerations 
together, I remain unconvinced by the 
arguments of the hon. Member and 1 
regret I am unable to accept his amend
ment.

As regards the amendments of Shri 
Sadhan Gupta, he l^s finally come to 
the conclusion, that, in spite of the rea
sons that have been advanced to the 
contrary, for reasons which he has men
tioned, general insurance business should 
also be taken over by the Government
1 thought that 1 had given convincing 

.reasons why it should not be done. 
Therefore, I feel that the major reasons 
are on my side. The only point that he 
has raised in this connection is, w4iat 
will happen to the staff. Without appear
ing to be inhuman, I think that ques
tion would have to be solved by some 
other means than, only for this reason, 
saddling ourselves with general insur
ance business. As far as I can see, it is 
not possible— and that is implied in his 
amendments— to distinguish between 

 ̂ company and company. His general 
thesis is that many of the composite 
companies— at least smaller composite 
companies— ŵill not be able to carry on 
business if their life insurance or part 
of their business is acquired by the 
Government. Actually, out of 160 units 
only about 17— certainly not a> score—  
are purely doing life business. Therefore, 
majority of the companies, according to 
my figures, are composite companies. I 
do not think anyone will argue that 
some of them will not continue as gene
ral insurance companies.

Take for instance New India. It is a 
very well established company and it 
will no doubt continue. I think that also 
is a common ground between myself and 
Shri Sadhan Gupta. Therefore, we are 
left with two classes of companies: one 
is somewhat indeterminate smaller com
panies, which will find it difficult to 
carry on their general insurance business 
if the life insurance part of their busi
ness is acquired, and the other is the 
companies under administrators. In re
gard to the first, since there is no crite
rion today for determining as to who
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will carry on business and who will not 
carry on business, 1 should think that, 
short of legislation, the best course 
would be lo leave it to some of our 
general insurance subsidiaries to find out 
what can be done in regard to these 
remnants of business. It may be possible 
for us to have deals with some of these 
companies if they are worthwhile at all. 
Some may be so small as to be left with 
the problem of st^ , which we may ac
quire; but in other cases, if there is any 
business which is worthwhile taking, it 
would not be impossible for our general 
business, which we shall carry on as 
subsidiaries, to acquire such business on 
certain terms. In other words, it can be 
carried on merits. One may take notice 
of those problems and solve the problem 
of staff.

As regards companies under the ad
ministrator, I am informed that there is* 
only one now, the Jupitor Insurance 
Company. There, with every reference 
to the merits of that particular com
pany, we have decided that we shall 
transfer it back to the people from whom 
we took over the management, after 
taking over the life business. I am not 
aware of any other company under the 
administrator, but theoretically, there is 
power either to continue management or 
to liquidate or to transfer. Such transfers 
have not been unknown in the past. It 
seems to me that it is possible for us to 
carry on negotiatioos to find out what 
we can do about this particular busi
ness.

There was one last point in regard to 
the subsidiaries, I must confess that I do 
not know what the legal difficulty is. 
We manage the subsidiary for the simple 
reason that we become their owners. By 
virtue of our acquiring the interests of 
the shareholders of, say, the Oriental, 
we acquire their rights. They are hold
ing sufficient shares...........

Shri TulsiiUs; Entirely.

Shri C. D. Deshmukh: May be en
tirely; I am not quite sure of the tact$. 
Therefore, that subsidiary will be 
carried on as any other subsidiary busi
ness would be carried on by the holding 
company. I cannot see how any diffi
culties can arise in managing that sub
sidiary. Whether it is general insurance 
or some other business, we shall be able

to carry it on by virtue of the fact that 
we shall be the holders of the rights of 
the holding company.

Shri Sadhaii Gupta: May I seek a 
clarification ? Clause 6(2)(g) says :

“(g) to carry on any other busi
ness in any case where such other 
business was being carried on by a 
subsidiary of an insurer whose 
controlled business has been trans
ferred to and vested in the Corpo
ration under this Act.”

So, the power given under clause 6(2)
(g) is to carry on the business 
which was being carried on by the sub
sidiary, Le., the Corporation itself will 
carry it on. Not that it will keep the 
subsidiary alive as an independent sepa
rate entity, but it will itself carry on the 
business that was being carried on by 
the subsidiary. If that was the intention, 
the business of the subsidia^ also should 
vest as controlled business in the Corpo
ration.

Shri Ramachandra Reddi: 1 would
also like to seek a clarification. The hon. 
Finance Minister said that the purpose 
of the Government was to have mono
poly of life insurance. But, under clause 
44(d), exemption is given to the scheme 
run by the Central Government known 
as the “post office life insurance fund” . 
May I know the purpose for which this 
exemption has been made and whether 
that scheme cannot also be included in 
the general scheme of life insurance ?

Shri M. C. Shah: The difficulty is
that the Jupitor Insurance Company is a 
composite company...........

Shri Tulsidas: He is enquiring about 
postal insurance.

Mr. Deputy S|»eaker: The point, so 
far as 1 could follow, of Shri Sadhan 
Gupta is that the taking over of the busi
ness of a subsidiary company might in* 
elude some business which might not be 
covered by the definition of “controlled 
business” . Am I right? '

Shri Sadhao Gupta: Yes, Sir. The
entire business of the subsidiary is not 
covered by the definition of “controlled 
business” but can be carried on by the 
Corporation, ŝo that there is some doubt. 
What is going to happen to the policies 
vested in the subsidiaries ?
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Shri C. D, Dcshmnkh: If the busi
ness is carried under clause 6(2)(g), then 
why should any doubt arise as to the 
policies of the subsidiary company?

Slffi Nambiar: Amendment No. 145 
makes it clear that 6(2)(g) is covered. 
Otherwise it is contradictory.

SfaH Ramachandra ReddI: My doubt 
has not been cleared.

Mr. Depoty-Speaker: It has to be
cleared by the House by its vote.

The question is :

Page 2—

after line 38, add :

“ Provided that controlled busi
ness as defined above for the pur
pose of this Act shall not include 
any such business carried on by a 
co-opertiave society with a share 
capital of rupees fifty thousand or 
less."

The motion was negatived.

Mr. Depoty-Speaker: Would the hon. 
Member like me to put all the three 
amendments separately?

Shri Nambiar: Together, for your
convenience.

Shri Sadhan G upla: If the hon. Fin
ance Minister does not agree to amend
ment No. 145.

Mr. Deputy-Speaker; He does not 
agree to it.

Shri Nambiar: Or, shall we wait till 
tomorrow to consider the I^sition r^  
garding amendment No. 145 ? It will be 
in his own interest.

Shri M. C. Shah; Nothing has to be 
considered.

Mr. Deputy-Speaker: Now that he
says that nothing has to be consider
ed ...........

Shri C. D. DeshmuWi: I consider
that the powers under clause 6(2Kg) we 
sufficient to enable us to carry on the 
business that was carried on by the 
subsidiary and to safeguard the nghts of 
the policyholders.

Mr. Deputy-Speaker; That is all 
ri^ t. Then 1 put the other three ametid- 
rocnts to the vote of the House.

The question is :
Page 2—  

for lines 2 to 33, substitute :

“(i) in the case of any insurer 
specified in sub-clause (a)(ii) or sub
clause (b) of clause (9) of section
2 of the Insurance Act and carry
ing on life insurance busmess, all 
his business;

(ii) in the case of any other in
surer specified in clause 9 of sec
tion 2 of the Insurance Act and 
carrying on life insurance busmess 
all business in India;” .

The motion was negatived.

Mr. Deputy-Speaker: The question
i s :

(i) Page 2, line 4,—

add at the end :
“but# not being an insurer speci

fied in sub-clause (iA) of this class ; 
and

after line 13, insert :

“(iA) in the case of an y  ins^er 
the business of whose subsidiary 
may be carried on by the Corpora
tion or whose affairs were being 
managed on the appointed day by 
an Administrator appointed under 
section 52A of the Insurance Act, 
all his business;” .

The motion was negatived,

Mr. Deputy-Speaker: The question

Corporaiim Bill

Page 2—

after line 13, insert:

“(d) all the business which was 
being carried on by his subsidiaij 
on the 19th day of January, 1956; .

The motion was negatived.

Mr. Deputy-Speaker: The question
is:

‘That clause 2 stand part of the 
Bill.”

The motion was adopted.

Clause 2 added to the Bill.
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Mr. Deputy Speaker: Clause 3, There 
is only one amendment in the name of 
Shri Radha Raman. Amendment No.
146. He is not present to move.

The question is :

“That clause 3 stand part of the 
Bill.”

The motion was adopted.

Clause 3 was added to the Bill.

Mr. Deputy Speaker: Clause 4.
Shri Sadhan Gupta rose—

Mr. Deputy Speaker; There are many 
amendments to this clause. We will pro
ceed with it tomorrow.

6-03 P.M.

The Lok Sabha then adojurned till 
Half Past Ten of the Clock of Tuesday 
the 12nd May, 1956.




