
3 <83 Ctmifral Excises and
Salt (Ammdnvent) Bill 

doubt and to provide a uniform basis 
for determining the average count, it 
is proposed to insert a new rule in 
the explanation II to the effect that in 
the case of fabrics manufactured out 
Of cotton and other yarns, such other 
yarns shall be deemed, for the purpose 
of determining the average count of 
yam, to be cotton yam. With these 
words .1 move.

Mr. Deputy-Speaker: Motion moved:

'"That the Bill further to amend 
the Central Excises and Salt Act, 
1944 be taken into consideration".
I And that there are no speakers.

Shri B. S. Murthy: The Bill is non- 
controversial.

Mr. Deputy-Speaker: The Minister
did not say that. I find that there are 
no amendments. I shall now put the 
Motion to the vote of the House.

The question is:
“That the Bill further to amend 

the Central Excises and Salt Act, 
1944 be taken into consideration".

The motion was adopted.

Clauses 1—3

Mr. Deputy-Speaker: There are no 
amendments. I shall therefore put 
all the clauses together. The ques
tion is:

“That clauses 1 to 3, the Enact
ing Formula and the Title stand 
part of the Bill” .

The motion was adopted.
Clauses 1—3, the Enacting Formula, 

and the Title were added to the Bill.

Shrl B. B. Bhagat: Sir, I move:
"That the Bill be passed".

Mr. Deputy-Speaker: The question
is:

"That the Bill be passed".
The motion was adopted.

INTERIM REPORT OF THE LIFE 
INSURANCE CORPORATION

Shrl Sadh&n Gupta (Calcutta 
East): Mr. Deputy-Speaker, Sir, 
beg to move:

“That the interim report on the
activities of the Life Insurance
Corporation be taken into consi
deration”.
As I was reading the report, I was 

struck by the failure to pinpoint the 
real problems confronting the Cor
poration and the real features regard
ing the upsurge of its activities and 
the expansion of its bu=iness in 
quantity and in quality. Cases of 
inefficient functioning have not been 
few in number. The attitude of the 
Government has not been to see that 
the Corporation is doing as well as 
the private sector. Indeed, I am a 
little surprised that a little considera
tion of the report will show that 
judged partly by the standards of the 
private sector, the Corporation has 
not fared so badly and its business is 
by no means less than the private 
sector. Por instance in 1956, the 
placement was Rs. 240 crores and 
at the normal rate of comple
tion of business, that is to say, 
even allowing for 1  per cent, 
non-completion, the output of new 
business might have been about 
Rs. 238 crores, which is the highest 
new business figure in the private 
sector. This has happened in spite 
of the fact that the output on account 
of staff insurance, married women 
policy and Estate duty policy has de
creased and is bound to decrease 
further. In regard to the placement 
of Rs. 240 crores, we must take into 
account the adverse circumstances in 
order to arrive at an unbiased com
parison with the private sector. We 
may make allowance for the chaotic 
conditions that followed nationalisa
tion, the adverse reaction that was 
created by the announcement a^out 
the reduction of the amounts payable 
on policies in respect of the different 
companies and the chaotic disorganisa
tion in the wake of the setting up ot 
the Corporation. Above all, there was 
the colossal loss of business that took
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place in the first 8 or 9 months after 
the Corporation came into existence 
due to the disastrous strike of office 
employees. It is clear that the private 
sector under similar circumstances 
would not have done any better.

The s<ime picture is revealed re
garding the figures for 1057, upto 
June, even in 1957, for 4 months, 
there was chaotic disorganisation and 
offices had not been set up and yet 
111*69 crores have been placed and, 
making some allowance, 110  crores 
would have been completed had the 
offices functioned normally. The 
failure in this regard is due to lack of 
administrative efficiency.

So, the real worry is not that it 
does not fulfil the standards of private 
sector but the real problem today is 
that the traditions of the private sec
tor still continue to hold the Corpora
tion. The private sector achieved new 
business of 238 crores in 1955, 232
crores in 1954 and so on. That is not 
the way to judge the real merit of an 
Insurance Corporation. •

What we want is not merely busi
ness. What was the new business 
under the private sector? A business 
60 to 80 per cent of which lapsed in 
the course of three years. Do we 
want that kind of business? Do we 
want more crores of new business of 
which 60 to 80 per cent, would be non
existent by the time three years are 
out? Yet that is the principle which 
the Corporation seems to be follow
ing in computing its success. When 
we look at the report we only find the 
new business figures, how much new 
business has been brought in. As I shall 
show later on, there is great danger 
in this mode of computation and this 
attitude has led the Corporation into 
channels which are bound to prove 
disastrous from the point of view of 
growth of our insurance business.

I have shown that the Corporation 
in comparison with the private sector 
Is not doing badly. I want to em
phasise that even from the real

potentiality of insurance business, 
even from the point of view of the 
possibility of getting business in 
quantity as well as in quality, the 
Corporation is in a better position 
than any private insurer. The corpora
tion possesses a kind of capital 
which no insurer in the private sec
tor could boast of. It possesses a 
goodwill of thousands of employees,
27,000 office employees, 6,000' field 
employees and a good number of 
smaller officials who want this na
tional venture to succeed, who want 
this nationalised corporation to suc
ceed, and who would do all to see it 
successful, provided they had a fair 
deal from the Corporation. So it is 
this problem that we have to consider.

Is the Corporation evolving policies 
which would keep the employees con
tented, the different sections of the 
employees contented? Is the Cor
poration following a policy which will 
enthuse the employees to give of their 
best for the purpose of making the 
business of the Corporation grow? 
That js the real thing to be consider
ed; because it is only through the 
exertion of the employees that the
Corporation can hope to give the
country a really good quality of in
surance business and can hope to
extend social security to the vast 
masses of the people. It is no use 
aiming at the kind of standard set up 
by the private sector. It is not a 
desirable standard and the sooner we 
forget all about those standards, the 
better for us.

Has the Corporation evolved a 
policy which would keep the em
ployees contented? We know how the 
life of the Corporation began witb a 
disastrous strife with the office em
ployees. For six months, the strike 
went on with a huge fall in the effi
ciency and, ultimately, as soon as the 
right thing was done a settlement was 
arrived at which, under the circum
stances of the case, was reasonably 
satisfactory. A bipartite conference 
was the demand and the Corporation 
took six months to come to a bipartite 
conference and when it came to it, 
then, the settlement was arrived at.
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Om  would have thought that this 
bappy experience would have given 
the Corporation a lesson and the Cor
poration would follow the same policy 
in the case of all other employees. As 
a matter of fact, the Finance Minis
ter promised in reply to one of my 
speeches that that is the way the Cor
poration sought to solve the problem 
o f  the field staff. But, when it came 
to the actual execution of the affair, 
it was quite a different thing. The 
field staff were no doubt asked to give 
their suggestions. They gave their 
suggestions and, after taking their 
suggestions, the Corporation imposed 
a unilateral decision about categorisa
tion of the field staff.

This decision has given rise to great 
resentment among the field staff and 
I only raise this point, not with a 
view to any recrimination but because 
I want the Corporation to avoid the 
kind of thing it did and follow a policy 
■which would be conducive to its ovm 
interests, which would satisfy the 
employees.

What did the Finance Minister’s 
promise mean? The Finance Minis
ter’s promise no doubt meant that the 
scheme of categorisation of the field 
staff would be evolved after discussion 
with the field staff. By just taking 
the suggestions from them, and then 
coming out with a unilateral decision 
is not the way of settling by negotia
tions You have to formulate your 
scheme, place it before the field staff 
for their consideration and then, after 
negotiation on that point, you may 
keep something, you may give up 
something, you may allow something; 
and in that way a kind of satisfactory 
solution emerges, just as it happened 
in the case of the office employees. 
This is the way to go about But, 
instead of doing that, they worked out 
a mathematical formula and ^aid that 
they categorise on the basis of so 
much quota. If he gives so much, if 
the Inspector brings in so much busi
ness, he will be categorised at such 
and such a level; if he brings less 
than that, he will be categorised at 
a lower level and so on; and, if he
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brings in less than a certain figure, 
his services will be terminated.

These mathematical formulae may 
be ingenious; but, the trouble w they 
have their anomalies. They have 
many difficulties; they leave out of 
consideration many things which 
deserve consideration. For example, 
I had been to a conference of the 
field staff operating in North Bihar. 
Their complaint was that when so 
much premium was stipulated to be 
collected, how could it be done when 
the whole areas was stricken with 
drought. There are many local diffi
culties which these mathematical 
formulae must ignore. On account 
of this, it creates a sense of uncer
tainty.

Secondly, not only does that ignore 
local difficulties but it ignores one 
basic fact that the standards pres
cribed, that is to say, six times of the 
salary as premium incomo has rarely 
been reached even during the private 
sector period when there were not 
so many adverse circumstances com
ing into play and, as a result, when 
it was perhaps much easier to operate. 
During the private sector time, the 
usual assumption was that a field staff 
did reasonably well if his salary came 
up to 50 to 60 per cent of the premium 
income he' brought in. And if he 
could manage within the salary— 
40% of the income—it was though to 
be a very good performance lr most 
companies. There were certain ex
ceptions in the case of certain compa
nies. In the case of those companies 
the Inspector appointed was handed 
over an organisation which already 
put in a certain amount of premium 
as in the case of Oriental, a>id his task 
was to expand that organisation, to 
bring in further busines? and collect 
further premium. For instance, when 
he was given a stipulation of Rs. five 
lakhs he would be given an organisa
tion which, for Instance, was already 
bringing in Rs. two and a half lakhs 
a year, and his function was really 
to expand the business upto Rs. five 
lakhs. Now, all this was Ignored at 
the altar of mathematical formula.
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Besides, it completely ignored the 

difficulties created by disargani*t.tian 
of the insurance business due to the 
setting up of the Corpor* lion. When 
a new organisation is set up there is 
the muddle in the office. Ia many 
cases offices were not set up even 
upt© March and April. Even where 
they were set up branch managers 
did not come to the assistance of ihe 
field staff. You know, Sir, during the 
private sector it was the custom of 
the Branch Manager to see 'vhy a 
particular member of the field staff 
or a particular Inspector v,!ts not 
doing as well as he ought to do and 
to give him guidance, to go round 
with him and so on. That is not being 
done.

35*9 Interim  Report

Then, the main problem was that 
many of the field staff were appointed 
from the supervisory cadre-s. The
supervisors had no organisation of 
their own. They had no direct ex
perience in the field. Suddenly they 
were asked to go in tho field to set 
up an organisation and to give busi
ness They found themselves in a soup 
especially in view of the difficult
conditions created by the setting up 
of the Corporation. I can multiply 
instances to show the adverse cir
cumstances in which a member of the 
field staff had to work.

The same thing happened about 
agents. The agents were given a 
stipulation of Rs. twenty thousand 
minimum in the mofussil and Rs. forty 
thousand minimum in the towns. 
With due respect that was Utopean 
figure looking at the conditions of our 
country. In our country insurance 
market is not a seller’s market. The 
tradition of our country is that when 
an insurance man approaches anyone, 
the tendency is to slam (he door on 
his face Under these circumstances 
it is idle to say that the agent should 
give a minimum of Rs. Twenty thou
sand in mofussil and «  minimum of 
JU. Forty thousand in towns.

I tried to work out the statistics 
from the figures supplied to us in the 
Report. There are 1,08,000 agents. 
Assuming that 54,000 of them work in 
the mofussils and 64,000 work in the 
bigger towns. It would require a 
business output of Rs. 324 crores in 
order to enable every agent to stick, 
to the minimum.

Then, Sir, the agent’s commission 
was reduced from 35% to 25%. At 
that rate an agent/ who contributes a 
lakh of rupees of business would not 
even earn Rs. 100 as his monthly 
emoluments. Sir, on that basis, in 
the context of the insurance market 
in our country it would be very diffi
cult to find agents enough to work 
under such conditions.

Again, an unimaginative step was 
taken. The hereditary commission for 
agent’s family was suddenly stopped 
throwing large number of agents' 
families into great distress. Happily 
that is being restored. This uncer
tainty destroys the confidence which 
is requisite for the proper functioning 
of the Corporation. But the worse 
part of it is that in the case of agents 
and particularly in the case of field 
staff the emphasis on new business is 
absolutely mis-placed.

The emphasis on new business was 
a thing introduced by the private 
sector. As I said, the Corporation 
has done well by the standards of the 
private sector, but that is not the 
standards we should aim at. Yet, 
that is the standard we find the Cor
poration is aiming at. They are try
ing to emphasize the outturn of new 
business. No doubt the stipulation of 
so much premium collection is bound 
to have very serious repercussions on 
the quality of business. It might out
wardly bring in a quantity of business 
but that business is bound to be of 
an inferior quality as happened during 
the period of the private sector. Now, 
we ask the field staff to bring as much 
new business as possible. I under
stand it is the practice now o f even 
putting the branches on competition
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as far «s new business is concerned. 
For getting new business the same 
malpractice* will continue—rebating 
and other malpractices—which will 
lapse the policy in three year's. Do 
we want business o f that kind which 
private sector brought in or we want 
good business. It may be lesser in 
volume but let it be good in quality. It 
is much better to have a good busi
ness of Rs. One hundred crores than 
have a business of Rs. Three hundred 
crores, 80% of which will lapse in 
three years time.

Now, Sir, that is the way the Cor
poration is proceeding. Alarming 
stories are told; alarming things are 
happening in this regard. I know of 
cases where uninsurabJe persons are 
being insured. First preniiurfi, are 
being paid in order to inflate the 
premium collections, in order to show 
up the outturn of new business. And 
in a short time these persons are 
dying and claims are maturing. In 
order to avoid the difficulties of 
medical examination, I am told, that 
in some cases with the connivance of 
the Branch Manager, with the collu
sion of certain favourite Inspector 
some other person was produced 
before the Medical examiner. He was 
examined and pronounced fit and on 
the results of his examination a bad 
case was insured and the claim, I 
believe, has matured by this time. 
This kind of thing is going to happen 
if you put undue emphasis on new 
business and if you do not evolve 
some other standard of judging the 
quality of the field staff.

We have to change our attitude 
towards the evaluation of the quality 
of field staff. What we want is not a 
huge volume of new business; we 
want new business no doubt, but we 
want new business of the kind that 
will endure. It may be lesser in 
volume than thit which we now get 
but let it be good in quality. What 
is the way of getting good quality of 
new business? The first essential is 
to provide the field staff with security 
of service. Let me tell you that 
Without security o f service, the busi
ness that the field staff will procure 
will not be of the satisfactory chorac-
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ter With our present attitude “you 
have to secure so many crores of 
business or out you go” he will try 
to secure which will ultimately result 
in loss to the Corporation. 
This is not the way to deal with it,, 
and indeed, scientifically and actua- 
rially it is possible to provide him 
security of service without insisting 
on new business.

Now, the field staff organisation of 
the National Federation of Insurance 
Workers have submitted a charter 
of demands in which they have shown 
how through conservation of policies, 
the services rendered by the field 
staff in conserving the policy-holders 
may form the basis of guaranteeing to- 
them an amount of security. If a 
small percentage, 2 or 2J per cent, 
of the renewal premium income is 
allocated to the field staff, it will’ 
provide them with a baste salary 
and a secure basis of employment 
and then incentives may be provided 
for the securing of the correct type 
of new business.

What is important to realise is that 
the old method of the private sector, 
of keeping the service of the field 
staff insecure, is not going to work. 
At that time it worsted, because it 
was due to the mad competition 
between private companies. The in
security in a particular company did 
not matter, because the field staff 
could get service in some other com
pany. Today, if you insist on the 
same pattern of organisation and the 
same pattern of functioning, then the 
field staff wjII be uncertain about its 
future and its efficiency cannot in 
any case be expected to be what it 
should be if you put him on an in
secure basis. There is no ground for 
judging his efficiency by the quantity 
of outturn of new business. In in
dustrial factories, labourers are often 
employed to produce certain goods, 
but they are paid not wages accord
ing to piece-rates but wages on< 
monthly basis, and yet, the employee- 
knows how to judge the efficiency, 
on the whole, not by meticulous cal
culation, ‘whether he has produced*
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rthree units or two and a half units but 
by talcing into account his whole 
■work in the factory. It is in that 
way that efficiency is judged in the 
.case of the monthly rated workers.

The same thing must be introduced 
in the case of the field staff- Of 
•course, if a member of the field staff 
does not show any efficiency, does 
not show any exertion or does not 
exert himself in procuring business, 
you can easily fathom his inefficiency 
and in that way you can administer 
suitable warnings or other correctives. 
But it is not necessary that you 
should put him to a strict mathema
tical quantity every year. It may 
be that in one year the quantity may 
be less and in another year it may 
be more. That is the way of insu
rance. So many factors influence 
the outturn of insurance business in 
■particular localities and particular 
areas or even in the case of particu
lar persons. Therefore, you must 
judge his efficiency over a long period 
and for this purpose you must not 
make new business outturn alone a 
rbasis of security.

In the case of agents, it is the same 
thing, You cannot insist on a utopian 
figure of 40,000. Whatever figure 
you may prescribe, you must calcu
late it on a long-term basis and not 
on a month-to-month or a year-to- 
year review. It may be in one year 
-the agent has failed and in another 
year he may be successful. Above 
all, the figure must be fixed with 
reference to the potentialities of the 
-market and not with reference to a 
utopian idea. The commission may 
•be such as to enthuse the agents to 
-work. Today, as I said, even with a 
■business worth a lakh of rupees, an 
agent cannot earn a hundred rupees. 
If you increase his commission to 35 
per cent, Jhan he can earn about 
Rs. 1,575. If you increase it to 40 
per cent, he can earn about Rs. 1,800. 
That is the real incentive for him to 
go ahead. It may be that if the 
-market gets better, if it is easier to 
get more volume of business with

equal exertion, you can reduce the 
commission, and you will not do any 
harm if you reduce the commission 
then. But the insurance market 
being what it is today, you cannot 
think of reducing the agent’s com
mission and yet keep the agents en
thusiastic.

Already many good agents in the 
life insurane line have been driven 
away to the general insurance line 
by this unreal quota. So far the 
average is 3,000. You cannot push 
it up by only 40,000 or 20,000, because 
the circumstances are so adverse. 
You cannot yourself complete the 
policies. There are cases where claims 
have not been paid for a long time. 
There are yet other cases—at least 
one case I know—where the Corpora
tion has beeir a bit too quick. For 
example, there has been a case when 
a condolence letter was sent to a 
wife with a claim form and, unfor
tunately for the Corporation, and to 
the great mirth of the family, the 
letter was opened by the husband!

I do not say these are going to 
iast. These are bound to happen 
parhaps when an organisation is 
coming into being and when uniform 
standards and uniform procedures of 
work are being introduced. There are 
many people who are taken in and 
who have no experience in the line. 
But what is necessary to realise is 
that these things at least temporarily 
spoil the reputation and make it all 
the more difficult for the field staff 
or the agents to procure business. 
Allowance must be made for this 
and utopian figures cannot be insis
ted upon.

It must be definitely provided that 
the field staff Will have security of 
service on a minimum salary that 
should be fixed, and for new business, 
they will have to be given an incentive 
bonus. How this has to be worked 
out, I shall not advise the Finance 
Minister, I have given figures. He 
might give counter-figures. That 
will not improve matters. We are



not interested in destroying each 
other's arguments by proving that 
I am right or he is right. What we 
are interested in is to have a satis
factory solution of it. If he cannot 
destroy my case, it is a case for 
granting the field staff’s demand. If 
ht- thinks he can destroy my case, 
it is a more convincing argument for 
opening negotiations and coming to 
some settlement.

What must be realised is that it
must be done by negotiation—a set
tlement of the outstanding issues by 
negotiation, by sitting across the 
table and discussing the formula pro
posed by the Government and pro
posed by the other side.

Similiar is the case with regard to 
the agents, and the same is the case 
regarding the employees. Although 
the major question of the employees 
has been setUed, there are still cer
tain points on which doubts have 
arisen end on which even some pin
pricks have been given. For exam
ple, there is the question of staff re
gulation where galling restrictions 
have been put on the participation 
of employees in politics. I do not 
see what insurance employees have 
♦o do with in participating or not par
ticipating in politics. They have al
ways participated in politics during 
the private sector regime. I do not 
see the reason why a difference is to 
be made when they haVe been in the 
public sector now. It may be under
stood that a policeman should not 
participate in politics or a magistrate 
or even a judge may not be allowed 
to participate in politics perhaps. But 
why an insurance clerk cannot parti
cipate in politics, I cannot see the 
reason for the life of me.

Today, the public sector is going 
to increase. The public sector is 
going to expand and lakhs if not per
haps crores of employees are going 
to be employed by the public sector. 
If they are shut out torn  politics, al
together, it would be a travesty of 
democracy. I may tell you that the 
employee* look at this with the ut-
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most resentment and so these res
trictions should go.

14 hrs.

Then, there is one case involving'
2,000 employees of the Hindustan- 
Insurance Company who, by an agree-- 
ment was promised by the company 
the payment of certain adjustments, 
which were more or less due to them 
because they were not given the* 
benefit of the agreement arrived at 
with the employees in 1947. The- 
adjustments were due to them and 
the Corporation had decided to pay 
them and payments were made to a 
large number of them. Now the 
Corporation comes with the decision 
that they are not going to be paid. 
If they are now going to decide that 
those who have been paid will have 
to refund, that would be a great 
hardship on them. Now the decision 
seems to be that the Corporation will 
not pay the adjustment.

It is very unfortunate because it 
was earned and the employees were- 
not g ven that adjustment in 1947. 
That is how it fell due and the Com* 
pany recognised it before there was 
any question of nationalisation. The 
agreement is binding on the Corpora
tion under the law and it is not a 
good policy to rescind from the 
agreement, which would cost only a- 
few lakhs of rupees, which the Cor
poration can very well afford. These 
pin-pricks must be avoided. I am 
bringing this instance to show What 
the Corporation must avoid.

Then there -is the case of officers. A  
Senior Services Committee has been 
set up, which is known as the Loll 
Committee. It has made its report 
and there is undue delay in the pub
lication of the report. It is said that- 
the report has categorised certain 
officials and it is being re-examine<L 
by those very persons who have di»- 
sented from the majority recommenda
tions. The Corporation member*-
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placed on the Committee have dis
sented and it is they who are re
examining the report.

Now there has been considerable 
.grievances among the officials about 
■the placement of officials. When a 
new organisation is set up and offi
cials are drafted from different com
panies with different experiences, 
there is bound to be much heart
burning. Everyone thought that they 
would get justice from the Lall 
Committee. It was practically taken 
for granted that whatever the 
recommendations of the Lall Com
mittee were, they would be accepted 
>y all. If thes“  recommendations 
are not accepted, then it would again 
keep alive a great source of heart
burning and must tell on the effi
ciency of the Corporation.

Under these circumstances, I would 
■request the Government not to delay 
the publication of the report and to 
implement the report as it is. And 
if there is any ground not to imple
ment anything, let them come up 
openly and give a public explanation 
why certain recommendations of the 
report are not being implemented.

As a matter of fact, rumours circu
late that it is only in the interest of 
three officials, who have been placed, 
much less than the present status in 
the report, that the report is sought 
to be side-tracked. Now, whatever 
the truth, these rumours should not 
continue and they must be set at rest 
once and for all, in the interest of 
efficient functioning of the Corpora
tion. If the Corporation is able to 
-do it, if it is able to satisfy its 27,000 
office employees, 6,000 field employees 
—and 1  do not know how many offi
cials—there is no reason why the 
Corporation should not be able to 
present the country with a sound 
insurance business.

The Corporation has great poten- 
-tialitlea. If It likes, it can manage 
'to put in business without the evil 
aspects of the private sector. It can 

the society a wide basis of

security. It can extend insurance 
business to those classes to which th* 
private sector never dreamed at ex
tending insurance business. It can 
extend insurance business to the in
dustrial workers, to the low-income 
groups in towns and villages which 
the private sector had never cared for. 
In this way the Corporation can real
ly do a valuable service and It has the 
means to do it because it has the good
will of thousands of employees, who 
were ardent advocates of nationalisa
tion.

Therefore, I would request the 
Finance Minister to act in such a way 
that Corporation would evolve 
proper standards to keep the employ
ees satisfied. The proper way is 
to look at them, not as servants 
and the Corporation as the master, Cut 
to look at them as partners in the 
common venture and to consult them 
freely and frankly in matters in which 
they are concerned, whether it is the 
field staff, whether it is the office
employees and whether it is the
agent It is only in this way that 
you can have a contented body of 
employees.

If the Corporation can do it, all 
the little hindrances in the way of its 
efficient functioning, all the difficul
ties about inefficient functioning, 
about the late delivery of claims,
about sending lapse notices to those 
who have already paid premiums, all 
that will evaporate. For that you 
have to create enthusiasm among tne 
employees. If you cannot, then the 
Corporation will face disaster and 
if the Corporation sticks to the 
standards of the private sector, it 
will make no greater contribution tp 
the interests of the country than the 
private sector had made.

I do not say anything about the 
investment policy.........

Mr. Depnty-Speaker: Long ago
the hon. Member began “finally’*- 
Now he should conclude.

Shri Sadhan Gupta: I do not m f
anything about the investment poliry 
because a statement is going to be
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laid on the Table. But the policy is 
very unsatisfactory and we have to 
cay something when the occasion 
•comes, when Investment is discussed 
in this House. With these words I 
move the motion.

Mr. Depaty-Speaker: Motion mo
ved:

“That the interim Report on 
the ^activities -of the Life Insu
rance Corporation be taken into 
consideration” .
There is one amendment by Shri 

T , K. Chaudhury. It can now be 
moved.

Shri T. K. Chaudhury (Berham- 
pore): While moving the motion Z 
may point out that due to inadver
tence, certain errors have crept In. 
I have corrected those mistakes.

Mr. Deputy-Speaker: The hon.
Member may move it in the amend 
form.

Shri T. K. Chaudhury: I beg to
move:

That for the original motion, the 
following be substituted, namely: —

“This House having considered 
the interim Report of Life Insu
rance Corporation, records its 
strong disapproval of,—

(a) the manner in which the 
Investment Committee of the 
Corporation has conducted its 
investment policy in regard to 
private equity capital and de
bentures, preference shares of 
certain companies in private 
sector and other securities of 
such Companies;

<b> the policy of the Corporation 
in regard to its employees, and 
particularly in regard to emolu
ments and service conditions of 
Held workers who procure 
business for the Corporation;

(c) the unsatisfactory condition 
of various services rendered to 
policy holders; and

(d) its policy regarding organisa
tion of ^ranches.” -

The Corporation has come into exis
tence one year and three or four 
months ago. Of course, the statutory 
annual report is yet to come. But we 
have been furnished with an interim 
report which gives us an opportunity 
to discuss some of the affairs of the 
Corporation.

The House acclaimed, and, if I may 
say so, the whole country acclaimed 
the nationalisation of life insurance 
business. It was thought that this 
would be a step in the direction of
expanding the ambit of nationalisa
tion to other spheres also, to other 
financial institutions also. It also 
evoked the hope that this Life Insur
ance Corporation would set up a 
standard of functioning and 
administration which would be an 
example to be followed with regard 
to all such institutions. But un
fortunately those hopes have to a 
large extent been belied.

I want to discuss the affairs of the 
Corporation, firstly in regard to its 
employment policy; secondly with 
regard to the complaints of the 
policy-holders regarding the adminis
tration of policies and the various
services wtiich they used to get from 
private insurers and which they now 
find they are not getting from the 
Corporation; thirdly, its policy
regarding organisation; and lastly, its
policy with regard to investments.

With regard to employment policy 
and reorganisation of the higher 
services, particularly of the officers, it 
seems strange that not only in this 
interim’ report but even after that, up- 
till now I think, the Corporation has 
not been able to lay down any clear 
rule or policy with regard to the 
grading and seniority of its officers. 
One Member of the Lall Committee 
is a Member of this House and he hi 
present here. We hope he will throw 
some light on the conclusions whlcb 
were arrived at by that Committee. 
But that report was submitted in
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June, and it is very strange that 
nothing much has been done uptill 
now to implement the recommenda
tions of the Committee. We under
stand that an Implementation Com
mittee has been appointed but the 
whole matter is being held up and no 
satisfactory explanation has been 
forthcoming as to what the Corpora
tion is going to do about those 
recommendations.

In this connection I may refer to a 
case which was instituted m the Patna 
High Court recently, where this 
principle with regard to the ranking 
of officers was commented upon by 
the honorable Court, This is a fairly 
important case. There was a petition 
filed by one of the insurance
employees there who was employed 
as Divisional Superintendent but
whose rank was reduced to that of 
Inspector; after nationalisation he 
was asked to join the service and take 
up work as an Inspector. I may quote 
the findings of the honourable High 
Court in this case. Sir, where the 
learned Judges have clearly stated:

"In any event, the respondents (that 
means the Corporation) have no 
statutory power to reduce the rank of 
the petitioner from Class I post
(which he was holding) which he is 
entitled to hold under the express 
language of section 11{1) of Act XXXI 
of 1952 and so long as there is no 
order by the Central Government
under section 1 1 (2) reducing his 
rank.”

Sir, if the Government asks the 
Corporation to study carefully the 
judgment in this case, they would 
realise what sort of victimisation has 
been perpetrated by the vested 
interests who somehow or other have 
entrenched themselves in the big 
joint-stock Corporation—I mean the 
top-ranking officers of the big joint- 
itock companies who have managed 
to worm their way into the Corpora
tion, although the Corporation ia now
*  nationalised institution.

Corporation

Although this is but just one parti
cular case, if an enquiry is made it 
will be found that in every zone, to 
every division such complaints are 
hampering the work of proper admin
istration and organisation of the 
Corporation. It will not be far from 
wrong to say that the top officers who 
arc managing the Corporation have 
no spirit of nationalisation in their 
heart of hearts. They are incapable 
of understanding the present needs of 
the country. They cannot enthuse the 
spirit of .nationalisation either In th* 
masses or in their employees, and we 
feel that the Government should take 
serious note of all these complaints 
and try to put things in proper order.

I do not want to add much to what 
has been said by our esteemed friend. 
Shri Sadhan Gupta, about the policy 
which is being followed with regard 
to the field workers. That policy, to 
say the least, is highly unsatisfactory 
from the pomt of view of procure
ment of business and from the point 
of view of just remuneration that 
should be paid to those on whose 
labour the Corporation stands and 
other terms and conditions of their 
service. As a matter of fact, unless 
the field workers work properly, there 
can be no business for the Corpora
tion. Perhaps, the top-ranking offi
cials of the Corporation have an idea 
that now that life insurance business 
is a sort of a monopoly in their hands, 
people would come and purchase 
policies of their own accord, because 
in modem society civilised man has 
found that insurance is a necessity 
and therefore, he would of his own 
accord purchase policies. But, if we 
take into account the practical condi
tions that obtain and the realities of 
the situation,. . . . . .

Shrl Daszppa (Bangalore): Who
has said that, pleaseT

Mr. Deputy-Speaker: Shri T. K.
Chaudhuri is saying that.

Shrl Sadtuun Gupta: It is implied la
the policy pursued.
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ghri T . K . C hm uO fcsrt: The policy 
that *»■»« been purrued makes it clear 
that that is the idea with which the 
Corporation is being worked.
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back. But, it points to something 
wrong in the total administrative set 
up of the Corporation which must be 
set right immediately.

Hien, I come to the unsatisfactory 
condition of the services rendered to 
the policy-holders. You go to any 
town in India or any district where 
there is some insured persons, whose 
life has been insured or who have 
purchased a life policy; you will find 
complaints about the smallest things. 
I have known numerous cases where 
people have sent their premia, but no 
receipts have come uptill now. No
body knows where to complain, how 
to complain. All these small matters 
cannot possibly be brought either to 
the notice of the Government or the 
higher officers of the Corporation.

Mr. Depnty-Speaker: Did the hon. 
Member pursue any of these cases and 
find out whether money had not been 
received or only receipts had not been 
issued?

Shri T. K. Chandhnri: Money has 
been received. No formal or pukka 
stamped receipt has been given. You 
will find numerous cases like this. At 
least 20 cases are within my know
ledge.

In regard to claims, similar com
plaints are there. One case has been 
brought to my notice from Poona 
vhere a claimant, whose clain? is to 
the tune of Rs. 82,000 submitted his 
claim in October last, and uptill now, 
he has not heard anything about it. 
Of course, this is a legal claim. Per
haps, the case will go to court. Ordi
narily, the private insurers, of their 
own accord, would, at least, when a 
claim matured, inform the claimant 
that his claim has matured and that 
he is entitled to such and such pay
ments. That sort at thing is, somehow 
or other, found to be not being done 
since nationalisation. Of course, for 
these reasons, I do not want to say 
that nationalisation as a policy or as a 
principle is bad or that private 
Insurers should again be brought

Lastly, I come to investment policy. 
Here, of course, we get certain bare 
facts. A most serious doubt that has 
arisen in the mind of the public in 
the course of the last few months is 
that the investment policy of the Cor
poration is being conducted in order to 
benefit certain private capitalist 
groups. The other day, during the 
interpellation hour, thi question of 
investment of sums to the tune of 
Rs. 1,26,00,000 in companies controlled 
by a particular group of capitalists 
came up for questions and answer. The 
Government admitted that about the 
end of June 1957, in the Mundra 
group Rs. 1,26,86,000 were invested. I 
find here from the report that in 
debentures of companies, preference 
shares of companies, ordinary shares 
of companies, Rs. 8,62,00,000 have 
been invested of which nearly, you 
might say, one-sixth or one-seventh 
has gone to a particular group of 
companies owned by a particular 
group of private capitalists.

From the time this investment 
was made, various questions have been 
asked in the press and leading finan
cial journals in the country have 
commented on the mode in which 
this investment was made and the 
propriety of this investment. The 
hon. Finance Minister told us the 
other day that the only principle 
that guides the Corporation or the 
policy of the Corporation with re
gard to investments is profitability. 
They put money wherever they can 
earn a regular income. I do not 
want to say that the shares control
led by this particular group of mana
ging agents which were purchased 
were all bad shares and no money 
ought to have been put in them from 
that point of view. But, unfortu
nately, the timing of this investment 
has been such and the circumstances 
have been such that have justifiably 
given rise to many questions and
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doubts which have not been answe
red by the Government uptill now.
I am referring to this question be
cause this investment was made
within the period under review, 
that is, up to June, 1957.

Mr. Deputy-Speaker: The hon.
Member should conclude now.

Shrl Bimal Ghose (Barrackpore): 
There is no business today.

Mr. Deputy-Speaker: Even then
we have to regulate. I have got a 
list of eight hon. Members.

Shrl T. K Chaudhuri: What hap
pened was that the values of certain 
shares held by this group, even of 
companies like Jessop & Co., Rich
ardson Si Cruddas, were rapidly fal
ling, and it is reported, or was 
rather freely rumoured, that the 
fall became precipitate when there 
was a whisper in the market that a 
big cheque issued by the managing 
agents had been dishonoured. Of 
course, I do not know whether it 
was actually dishonoured, but that 
was the rumour which was rife in 
the market, and the market began to 
recover only when it was known 
that payment had been arranged. 
Just at 'this juncture the Life Insu
rance Corporation stepped into the 
field, and saved the Mundras by ac
quiring shares of some of their com
panies through private negotiation.

The Finance Minister told us the 
other day that there was nothing 
under-hand, Tjerything was plain, and 

' it was just that some good shares 
were in the market and the Corpora
tion could not but regard the invest
ment in these shares to be incrative, 
and so they purchased them. But It 
has been said, and openly charged, 
that along with the shares, blue 
chips of the Mundra group like tt'e 
shares of Jessop & Co., and Richard
son & Cruddas, the shares of some 
other companies controlled by the 
group were purchased whoae balance 
sheets have not been published up

till now. Although these Stings have 
appeared in the papers, and sharp com
ments have also appeared in the press 
uptill now, neither from the Corpora
tion nor from the Government has 
any answer been forthcoming.

The Finance Minister in another 
place some months ago enunciated 
the principle with regard to the 
investment policy of the Life Insu
rance Corporation or of the provident 
funds of different companies which 
are now administered by the Gov
ernment. He said that through these 
investments Government would be 
controlling or having a hand in the 
management of the private sector 
also. The savings come from the 
public, but they would be controlled 
by the Government, and would to
gether form one big investment fund, 
and virtue of or on the strength 
of this investment fund Government 
would be able to have a voice in 
the affairs of private companies as 
well. That was a very salutary 
principle.

I felt very much encouraged dur
ing the last session of the Parliament 
when Government took up the 
Life Insurance Corporation (Second 
Amendment) Bill which wanted to 
reorganise the investment sido of the 
Corporation. We definitely felt then 
that 'something healthy, something 
salutary was going to be done by the 
Government Of course, wo do not 
know what are the intention of the 
Government with regard to that Bill, 
and why that Bill was not moved 
during last session. We do now know 
as yet whether that Bill is going to be 
moved in this session at least. We 
were also encouraged because al
ready there were many complaints 
with regard to the activities of the 
Investment Committee of the Corpo
ration, and everybody felt that the 
investment side of the Corporation 
need a thorough reorganisation. We 
do not know what the intentions of 
the Government' are in this regard.
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With regard to this particular 
effair, this investment in the com
panies of the Mundra gr«ip  there Is 
a further fact which should have 
been taken cognizance of by the 
authorities of the Corporation. Gov
ernment cannot escape by saying that 
the Corporation is an autonomous 
body and that the Investment Com
mittee is just under that Corpora
tion, because Government appoints 
its own officers in the Executive 
Committee of the Corporation, and 
they ought to have known—this fact 
and this must not have escaped 
their notice. They had known it, and 
*iven knowing it, this fact which I 
am going to state, they had put pub
lic money, held in trust, into the com
panies controlled by this group.

It was reported in The Statesman 
of Calcutta dated the 29th May that 
two companies of this group were 
prosecuted on the "Complaint of the 
Enforcement Unit of the Department 
of Economic Affairs at Calcutta 
under the Ministry of Finance. Three 
counts of charges under the Foreign 
Exchange Regulation Act were fram
ed by the Chief Presidency Magis
trate against the two companies. One 
is a tea company and the other is 
F. &. C. Osier (India) Ltd. Both 
these are controlled by this group. 
This was just one month, not even 
one month, before the investment was 
made. Do the Government want us 
seriously to believe, or do the Life 
Insurance Corporation want us ser
iously to believe that they did 
not know of this case which had 
been instituted with regard to two 
o f the companies controlled by this 
group? The country, the large body 
of policy-holders and this House have 
the right to know why at this parti
cular juncture the Corporation step
ped in and put such large funds into 
the companies controlled by this 
Sroup.

I would ask the Finance Minister 
io\ftnd out from the Corporation who

initially decided to invest such large 
funds in these companies. Hi Is is a 
very serious question, and I ask this 
question with all the seriousness tbtt 
I can command: was the Investment 
Committee consulted before ft deci
sion was taken, or was the Committee 
informed after a decision was taken 
and implemented? The proceedings 
of the Investment Committee should 
be immediately examined by the 
Government in this regard.

As I have already said, I am im
pelled to ask these questions because 
Government have themselves institu
ted proceedings against certain im
portant companies controlled by this 
group. We do not know the scrips of 
which companies controlled by this 
group the Government has purchased, 
but it has been freely stated in the 
market that some of the companies 
have not even publised their balance 
sheets. I also want to know whether 
the Life Insurance Corporation has 
received the share certificates for all 
the shares that have been purchased 
from the banks.

That is also a fact upon which 
some light should be thrown. In re
gard to the investments of the Cor
poration, the Finance Minister denied 
that the Corporation does not engage 
in open market operations. This is 
v.hat one responsible financial jour
nal of Calcutta, the Indian Finance, 
has remarked on this point:

"The essence of open market 
strategy is that its bonafides 
must never become a topic of 
controversy, or a subject matter 
of suspicion. The Reserve Bank 
of India has conducted open mar
ket operations on gilt edged for 
over twenty years. Crores and 
crores of stock have been bought 
and sold. And be it said to the 
Reserve Bank’s credit that never 
once has its bonafldet in this re ■ 
gard been questioned” .......
But, with regard to the Life Insu

rance Corporation, the bonafides have 
been questioned, These allegations

Interim Report of 360ft
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may be unfounded but I want Gov
ernment to take serious notice of 
these doubts and allegations tnat 
have been mac|£ openly. One of the 
members of the Council of Miniate cs 
was lately connected intimately with 
the Mundra group of companies. I 
have great respect for the Hon’ble 
Minister for the sake of the fair name 
of the Government, it should come 
forward with a full statement with 
regard to this affair and if there 
had been any secret deal, the Gov
ernment should immediately institute 
an enquiry. With these words Sir, 
I close.

Mr. Depaty-Speaker: Substitute
motion moved:

That for the original motion, the 
following be substituted, namely: —

"This House having considered 
the Interim Report of Life Insu
rance Corporation records its 
strong disapproval of,—

(a) the manner in which the 
Investment Committee of the 
Corporation has conducted 
its investment policy in re
gard to private equity capital, 
and, debentures, preference 
shares of certain companies 
in private sector and other 
Securities of such Companies;

(b) the policy of the Corpora
tion in regard to its emplo
yees, and particularly in re
gard to emoluments and ser
vice conditions of field wor
kers who procure business 
for the Corporation;

(c) the unsatisfactory condition 
of various services rendered 
to policy holders; and

(d) its policy regarding organi
sation of branches.”

Mttri Dasappa: Mr. Deputy-Speaker,
I think the motion before the 

Ktliu»c namely, to consider the interim 
mpbrt of the Life Insurance Corpora

tion of India has come very timely. 
Whether I agree with the Mover in 
all respects or not, I think that this 
debate is bound to serve a very good 
purpose; and it is from that point of 
view that I welcome the Motion be
fore the House.

When the Insurance Corporation 
Bill was under consideration here, I 
used to take some Interest in the dis
cussions and I saw some amendments 
also. Then, the issue was narrowed 
down to one simple thing, namely, 
that the people who are the principal 
agents—firms and partnerships— 
should be enabled to function as 
ordinary agents. The Act itself had 
given them a period of 7 years' exis
tence What I want to say is that 
the experience and knowledge of 
these agents should not be lost to 
the industry.' The disability under 
which the people of the Life Insu
rance Corporation are working should 
also be removed, and the counter
parts of these principal agents who 
are known as Chief Agents in so far 
as Life Insurance industry is con
cerned, should be enabled on identi
cal terms, namely, to function as 
ordinary agents with the special 
privileges which were attached dur
ing the earlier period, before the 
Corporation was constituted.

I am glad to hear that a suggestion 
was made on the floor of the House 
but that there was not time enough 
for the Government to examine this 
suggestion and that it needed a much 
more careful examination. I take 
it that in debates of the kind it is 
not the intention that all views of 
Members should be responded to 
completely. They have to analyse it 
m d scrutinise it and it should be 
examined by those who are experts 
and I am sure, no Government would 
reject a suggestion if it is going t+ 
serve the national interest.

That is the spirit, I thought, which 
was behind the Hon. Finance 
Minister’s reply during the Debat?.' I
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hope that he will welcome any sug
gestions that will be emanating from 
the Members and I hope the sugges
tions will merit his earnest considera
tion.

I would like to briefly reler to 
the progress Of the Life Insurance 
work during this period to which the 
report relates. Some of the remarks 
made by my hon. friends here who 
preceded me related not to the inte
rim report, but something outside it. 
Probably, certain things have happe
ned subsequent to the period of the 
report It is rather difficult for me 
to deal with those points either by 
way of refutation or by way of sup
port, especially relating to that part 
which relates to investments. The 
House has already been assured by 
the Finance Minister that a compre
hensive statement will be laid on the 
Table of the House.

Shrl T. K. Chandhnrl: The Minis
ter himself stated the other day that 
these investments which I referred 
to were covered by the period under 
review,

Shri Dasappa: I am sorry. But
this report gave no indication of that. 
If it relates to the period under consi
deration, I am sure that the hon. 
Member is perfectly within his right 
to make those comments. Anyhow, 
since the material before us is not 
quite sufficient, I would like to with
hold my remarks. I am glad to learn 
that a comprehensive statement will 
be laid on the Table of the House 
and I think there is also an attempt 
on the part of another hon. Member 
to move for a separate discussion. 
That probably would be the proper 
occasion for us to discuss about this 
question about investments.

Mr. Deputy-Speaker: Today we
have got the interim report under 
consideration and not any particular 
period of it. The hon. Member may 
continue his speech.

Dasappa: I waa hoping that 
there would be a separate opportunity 
afforded to this. House to discuss tMf 
Particular bnrmtzneat, which was the

subject-matter of a question before the 
House. Whether that comes or not, that 
is not a matter for me to say. And, as 
I said, if that matter pertains to this 
particular period, the Members who 
have commented on that arc wall 
within their rights. I am only plead
ing that I have no particular enligh
tenment on the nature of the invest
ments and so it is difficult for me to 
express my opinion on this matter.

I was saying about the functioning 
of the Life Insurance Corporation. 
Shri Sadhan Gupta was referring to 
the expanding of the operations of 
the Life Insurance Corporation. I 
think he was somewhat apologetic for 
the fact that the total business of Life 
Insurance Corporation was not so 
much as in the previous year. He was, 
in fact, trying to find many more 
excuses than what the Corporation 
authorities themselves say in this 
brochure. I do not want to go into 
that question; but, as I said then, I am 
prepared to say that there must have 
been some teething troubles. There
fore, I was not going to draw any 
general conclusions merely because 
during the first year of its operation, 
that is, from 19th January, 1956 to 
the end of the year, the industry had 
fallen short by more than Rs. SO 
trores.

In any case, what did the hon. 
Minister say was the main objectives 
of nationalising insurance when he 
moved for the consideration of the 
Bill for the establishment of the Life 
Insurance Corporation? I am not 
going into the details. The first thing 
is to eliminate malpractices. He has 
narrated a host of them. The second 
important thing is that it is going to 
fulfil one of the objectives of our 
Welfare State. This is what he has 
said. *We should be able to augment 
the total volume of savings required 
for implementing our next Five Year 
Plan and further Plans.’ Since those 
are the objectives, we have a right to 
consider whether the Corporation Is 
ful-filling those objectives.

Let me take the second objective 
first; and that is with regard to the
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extent of the business of the industry 
after nationalisation. If we see the 
figures given in the report, we find 
that the industry has been expanding 
in a very rapid manne. from year to 
year. In 1953, it was Rs. 179-86 crores; 
in 1954, it jumped to Rs. 243'99 crores; 
in 1955, it again rose to Rs. 258*66 
crores. But, in 1956, the year under 
review, It fell to Rs. 200*28 crores.

What I am going to deduce from 
these figures is this. There was a 
momentum gaining in the country so 
far as • this industry was concerned, 
from year to > ear. There was accelera
tion of the work. But what the then 
Finance Minister assured us, namely, 
the mobilising of more of savings for 
the Second Five Year Plan and the 
subsequent Plans, unfortunately, till 
today that has not materialised.

There is an old French proverb that 
he who offers excuses accuses himself. 
My friend, Shri Sadhan Gupta’s 
passion for nationalisation may be, to 
some extent, satisfied because of this. 
But, then, we, I think, are anxious 
that the purpose for which it was 
done should be ful-filled. Let me 
assure him that I am not in the least 
against nationalisation. 1 have 
welcomed nationalisation. In fact. I 
loved this natiopalisation so much that 
I wanted not only one nationalised 
Corporation but more than one nation
alised Corporation. I wanted almost 
every State to have a nationalised 
Corporation so that the.-e may be an 
element of competition introduced 
into this nationalised concern and we 
can aid this kind of mobilisation 
of savings to an infinitely larger 
degree than has now been presented 
to us. I am pretty sure that if every 
State had its own nationalised 
Corporation and the Centre had its 
own, there would have been an 
enormous amount of work all over the 
country. Each State would have 
galvanised the process of mobilising 
the savings. I referred to the Ifysore 
State Life Insurance Corporation last 
time and said that that was competing 
against 200 other companies and yet

it was thriving well. So, we need not 
be afraid of competition and I thought 
that this would be a better way of 
enthusing the whole of the masses irk 
India. I think I may be credited 
with the idea that I want the nation
alised section of any activity of the 
Government to succeed and fulfil the 
objects it has placed before itself.

Let me come to the other questions, 
before the House. I followed very 
closely the speeches of my hon. 
friends who have preceded me, and 
especially of Shn Sadhan Gupta. He 
made out a number of points. Having 
started very enthusiastically about 
the virtues of nationalisation, the 
latter half of his speech related to 
one woeful tale of acts of omission 
and commission of the Corporation'. I 
do not want to repeat what he said, 
that this Corporation is following in 
the footsteps of the previous private 
companies and merely trying to- 
mobilise savings without reference to  
the lapses and the quality of the 
business, that in : egard to claims 
there was so much of dilatorinesa* 
that in regard to the treatment of its 
employees—of course, That was the 
gravamen of his charge—he said it 
was nothing that was commendable. 
In fact, he has indicated that it was 
really bad treatment that was meted 
out to the employees right from the 
lowest field worker, the agent up to 
the officers and so on.

I shall deal with certain aspects o f 
these matters also. I do not think 
that the idea of expanding business 
should not be before any Life Insur
ance Corporations. He said that 
that should not be the proof at all; or, 
rather, he said he would be satisfied 
with a 100 crores of good business than 
300 crores of expanded business. If he 
proceeds on that basis, I am afraid the 
primary objective that we had placed 
before ourselves when nationalising 
this would never be ful-filled. I agree 
that there must be a reifl attempt 
made to get good quality business and 
the ratio at lapses should not be these. 
I quite agree: Bat, how  are- yew gate*
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to secure that? The only remedy that 
Shri fjMrty>an Gupta suggested was that 
we must see to the security of the 
employee*. la that all the only 
mistake in the Corporation’s activities 
and is there nothing else? That is * 
matter which I want to address my
self to today. I am not in disagree
ment with my hon. friend with regard 
to the treatment of the employees. I 
»m pretty sure he is more in the know 
of these things than myself. The 
criticism that he is very elaborate 
may be very legitimate, but I 
am sure, the Finance Minister will be 
able to apply his mind towards that 
end, and if there are any shortcomings 
in that respect he is going to remedy 
them.

15 hrs.

In fact, the basic thing m any acti
vity of any concern—either the Gov
ernment or private enterprise—is that 
the people who work for it ought to 
be satisfied with the terms and condi
tions of their labour and service. If 
the employees And themselves terribly 
dissatisfied with their terms and con
ditions of service it should be looked 
into as early as possible. I am aware 
of this defect in the working of the 
Life Insurance Corporation. A num- 
ber of agents have come and told me 
“well we are not at all happy with 
the way in which we are treated" and 
there is no enthusiasm on their part 
to continue to work; many of them 
have either left the service or have 
changed to general Insurance. How 
are we going to enthuse these workers 
on whom the entire edifice of Corpora
tion rests? That is a matter on which 
I would like a great deal of considera
tion. Now not only with regard to 
this but with regard to all the other 
things which my predecessors have 
referred to, and which I am going to 
refer to, I have a suggestion to make. 
It would be better the matter is sub
jected to a proper evaluation by some 
high authority. It should not be put 
off to an indefinite period. This is 
the fast occasion when there should 
b® ft proper evaluation of the working

of the Corporation, and I do not think, 
the hon. Minister should reject that 
suggestion. If he does it, it will throw 
a flood of light on the whole work
ing of the Corporation from which, I 
am sure, the Corporation will stand 
to gain.

Now with regard to the defects to 
which Shri Sadhan Gupta referred. I 
do not want to deal very much with 
regard to the lapses. This Report 
does not give us any idea of the lapse 
ratio. In fact, the speeches at the 
time of the introduction of the natio
nalisation Bill pin-pointed this parti
cular fact, viz., there were considera
ble lapses. I would very much re
quest the Finance Minister to let us 
know as to the particular lapse ratio 
after we nationalised the life insur
ance. That would show whether the 
sins were on the side of private in
surers or whether the Life Insurance 
Corporation also has to shoulder a 
great deal of the blame in that re
gard. We do not know exactly what 
the position is From the Report that 
I have got, the lapse ratio has not 
decreased in the slightest. In fact, I 
am told, it is a little higher than be
fore. I wish I am wrong because I 
can only depend upon such investiga
tions as I could make in a busy parlia
mentary career.

Let us take the question of expense 
ratio. It was stated that the expense 
ratio in India was the highest in the 
world, or, at any rate, compared to 
the western insurance companies, the 
expense ratio in India was very high. 
I want to know whether after the 
merger of these insurance companies 
and elimination of lot of overheads 
and duplications and over-lapping, 
there has been any reduction in the 
expense ratio. How are we going to 
discuss this matter without some kind 
of enlightenment on these, what are 
known, as primary tests of a success
ful insurance industry? We do not 
know anything about it All my in
formation, as I said, is that the expense 
ratio has gone up. Why? Because 
the whole hierarchy of officials from 
top to bottom is so big and compli
cated that you find that the expense
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ratio has mounted up. I am told the 
expense ratio should not exceed 60% 
or so of the first year's premium. But 
today in my part of the country after 
nationalisation the expense ratio has 
mounted up to 99%. This is some
thing serious and merits investigation. 
As I said, I do not have time to in
vestigate into every detail but there 
are statements made in some responsi
ble journals and my information is 
based on the reports of these journals 
and papers.

The next question is of agents. This 
is yet an inexplicable and ununder
standable thing for me. That only 
individuals should be encouraged to be 
agents and not co-operatives is a 
thing which bafles my imagination. 
Apart from raising this question on 
the floor of the House, 1 have 
tried to pursue this -matter by 
way of correspondence. And I have 
received an answer that the Corpora
tion prefers personalised service. It 
was heartening for me to understand 
I should like to know whether there 
is any partnership, Arm or company 
which can deal with things excepting 
through persons and individuals. It 
may be that the Corporation or the 
company may have a continuous exist
ence in life but they will not be 
effective except through personalised 
service I do not understand. And, 
therefore, they say that an agent 
should always be an individual. Sir, 
if A, B and C could work as separate 
individuals why should they not form 
a co-operative organisation, pool their 
resources, have a common office, a 
common typewriter, a common cashier, 
a common car and do a lot of busi
ness? Shri Sadhan Gupta was pleased 
to say that here with the beat of his 
efforts a man cannot get more than 
Rs. 100 per month. With that what 
office can he manage, what services 
can he render to his clientele and what 
real propaganda he can carry on 
God alone knows. And why these 
companies or these firms which pool 
their resources, all for expanding, 
•honitf become an anathema, I do not

understand. I can very well under
stand if the Government says they 
should not claim extraordinary privi
leges, but when they come -forward 
to function as ordinary agents, with 
no better commission than an ordinary 
individual agent what sin is there for 
them to have a co-operative organi
sation. I am saying this not with *  
view to criticise the Corporation. A s  
I said, I want the whole work to be 
galvanised; in fact, I would like this 
Rs. 250 crores to be doubled in less 
than a year. It can be done if only 
we work it in the right way.

With regard to agents, one of the 
accusations was that these permanent 
officers would have their own rela
tions—wife, son or daughter—as an 
agent and get the best of both bar
gains. one side salary and the other 
side the agency commission. Because 
he has got to tour round and with his 
experience it is a very easy job for 
him to have the work done actually 
by himself but the name is being lent 
by his wife or his daughter or his 
son. Sir, will the Government be 
pleased to assure me that no such thing 
is taking place with regard to the 
appointment of agents? My reports 
are somewhat disturbing. I am told 
that the same thing is even now going 
on. The relations of these salaried 
people are there as the agents and the 
malady is as aggravated as ever be
fore. I hope these things which are 
appearing in the Press and so on are 
all false; and therefore I say that 
evaluation becomes necessary.

Then there is the question of service. 
This is a matter where I have a little 
personal knowledge. I am told that 
the claims take a long time for being 
disposed of. The hon. Member Shri 
Sadhan Gupta referred to it today. I 
do not think he was merely exaggerat
ing it. It seems to be a fact that they 
now take a long time for being dis
posed of. Since it is only a case of 
individuals, an individual may die and 
there is no heir to pursue the matter. 
The individual may go on a pilgrimag*.
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may take leave, may fall ill, etc., and 
there 1* no service whatever to hi* 
clients. Whereas, if that was a Arm, 
having a continuous existence, it would 
get ready service. Therefore, there 
is that difficulty.

Then Shri Sadhan Gupta also refer
red to another matter, namely, that 
there must be inducement or incentive 
to the staff, the field workers. If they 
do more work and bring in more 
business, they must get a higher rate 
of commission. There may be a lot 
of justification for a suggestion like 
this. It will merit the consideration 
at the hands of the Corporation. What 
I say is this. Formerly, these private 
companies used to reward good work.

Shri Sadhan Gupta also rightly re
ferred to the quality of work—good 
quality work and bad quality work. 
In. the good old days, they used to 
reward good quality work and bad 
quality of work would attract some 
form of punishment. Now, I ask 
whether there is that particular proce
dure being followed now. Is there 
an attempt on the part of the Corpora
tion authorities to reward good work 
and punish poor quality work? Sup
posing the lapse ratio within a couple 
of years is 60 or 80 per cent—Shri 
Sadhan Gupta said that it used to be 
60 or 80 per cent or something like 
that and I do not think it is as high 
and as bad as that—what I say is, I 
am afraid it is at least as bad as 
before, I plead that the punishment 
that the old private companies used 
to give to those people who brought 
little business should be given now 
also. The same kind of punishment 
must be meted out to them. But that 
ie not being done today.

Mr. Deputy-Speaker: The discussion 
is to last for 2}  hours only.

Shri Dasappa: I shall finish. I am 
anxious that the Life Insurance Cor
poration must be a great success and 
I am going to buttress the argument 
that I was making—that these firms 
and companies which have knowledge 
and experience of insurance business 
should not be prevented from placing

their services at the disposal of the 
Corporation.

1 would Uke to refer to the proceed
ings of the Joint Committee on the 
Life Insurance Corporation Bill where 
Shri Sadhan Gupta himself put a 
question to one of the witnesses. He 
asked: “Would you accept the autho
rity of the Corporation to direct you 
as to how you should proceed re- 
gardMig the development of business?" 
The answer given by the witness—he 
was one of the chief agents—was 
“certainly” .

I would just refer to one other 
matter. A representative of the chief 
agents said at the Committee that 
“if we are to continue in the new 
set up, we shall be happy to serve 
the Corporation as loyally as we 
served the insurance companies so 
far”. So, I am saymg that we must 
not let the knowledge and experience 
of the people go away. We should no* 
place a discount on the knowledge and 
experience of theirs.

The interim report says:
“The Corporation has also re

cruited more than 20,000 new 
agents up to 31st March, 1957, and 
further efforts towards augment
ing the agency force are being 
made. According to detailed re
ports received from divisional and 
branch offices for the period end
ing 31st March, 1957, 54,807 agents 
have actively procured new busi
ness for the Corporation since its 
inception” .

One of the reasons for the low 
average productivity of agents In 
the past was that the agents did 
not receive any training in insur
ance salesmanship".
So, I would like this matter to be 

kindly considered, namely, that the 
firms and companies should not be 
prevented from placing their know
ledge and experience before the Cor
poration. As regards the evaluation 
of the work of the Corporation—2 do 
not want to insist upon any particular
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form or method by which this must 
be done—it is better that the whole 
thing is properly evaluated by some 
high authority. I am sure the hon. 
Finance Minister, for whose ability 
and industry I have nothing but most 
unqualified praise, will consider this 
matter. I am sure and I know that 
when he takes up a matter, he brings 
a lot of industry into it. I am sure 
he will be able to pull this Corpora
tion through and make a sueccss of 
ft.

I only hope that such suggestions as 
we have made here will be considered 
sympathetically.

Shri Nanshlr Bharucha (East Khan- 
desh): Mr. Deputy-Speakei, Sir, hav
ing once accepted the principle ol 
nationalisation of life insurance, it is 
our duty to stand by this principle 
and to see that the Corporation be
comes a brilliant success. I have no 
doubt that notwithstanding the fact 
that there has been a precipitate fall 
In the amount of business, which was 
due to a dislocation which was abso
lutely inevitable, the Corporation will 
proceed to function well. I am not, 
therefore, prepared to pass my judg
ment that this Corporation will not 
function well. I am inclined to believe 
that as more and more economies of 
a commercial combine are realised, 
for instance, in the matter of less 
advertisement than what was previ
ously prevailing, less of directors’ and 
others’ pay and travelling allowances, 
printing and publications, etc., we 
shall increasingly be able to get better 
results from the Corporation If one 
may put it, if there is dislocation, if 
there is trouble, these are bound to 
appear, because it was not a small 
venture that the State undertook. 
Nearly 250 insurance companies were 
taken over almost overnight, and it is 
to the credit of this Government, I 
must say, that they managed to train 
people Without the least knowledge of 
anybody, and those people were able 
to take over the management o f these

insurance companies almost overnight. 
That was really a creditable perfor
mance

Having given them credit for this, 
1 now proceed to voice the point ot 
view of the employees. I have been 
getting piteous letters from the All- 
India Life Insurance Corporation Em
ployees’ Association that somebody on 
the floor of Parliament should voice 
their grievance. I propose to confine 
my speech only to that aspect of the 
problem.

It has been said in this report with 
regard to the integration of services 
that the thing has been satisfactorily 
attained. It has been pointed out that 
even long before the ordinance, the 
Corporation had initiated a fresh study 
of the problem of pay-cales with a 
view to evolving new scales of pay 
and formula for fitting in existing em
ployees. One realises the difficulty of 
Integrating the staff pertaining to so 
many different companies. I have not 
been satisfied with the way in which 
things have been managed

It has been mentioned in this leport 
that the employees are satisfied. Far 
from it. The All-India Life Insurance 
Employees’ Association, for instance, 
writes to me that they are not satis
fied at all and the arrangement that 
has been arrived at is only a make
shift for a year or so. Their main 
grievance has been this: they are
not getting bonus to the extent of 
three months' pay, which 90 per cent 
of the employees were getting prior 
to nationalisation. Of course, the 
answer of the hon. Minister in charge 
is that the Government does r.ot pay 
bonds to its department.

Now it is here that I wont to raise 
the question of a new principle and a 
new policy which the Government 
must evolve. It is not enough when 
nationalisation has been accomplished 
that we get the profits which the 
private enterprise used to get It la 
also our duty to see that we pay as 
the private enterprise used to p*y. 
Nationalisation is no excuse, it X may
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rum a harsh word, for defrauding the 
employees of their legitimate dues.

It may be said that it is a question 
of policy. Then I want the Govern
ment to apply its mind to the creation 
of a new policy and a new concept 
altogether. It may sound very strange 
that Government servants should ask 
for bonus. Well, increasingly this 
State will go in for commercial enter
prises where we will be invading 
increasingly the private sector. There
fore, let us distinguish between the 
functions of the Government as 
sovereign functions and the trader’s 
functions.

This is not a distinction which I 
am creating. It is a distinction which 
is recognized by the court of law. 
When the Government functions as a 
sovereign body, when it taxes for 
defence and security of the State or 
for maintenance of law and order, it 
is discharging its sovereign functions. 
But when the Government enters the 
market as a trader, it ceases to be a 
sovereign body and, therefore, it is 
no use arguing that it is not the 
principle of this Government to give 
bonus.

If the Government assumes the garb 
of a trader, a commercial entrepreneur, 
it is the duty of the Government to 
see that it will abide 'by all those 
hazards of commerce and trade which 
an average trader is subjected to. 
Therefore, it is no argument to say 
that because this service is nationa
lised, the employees are not entitled 
to have bonus.

I want this Government to consider 
and evolve a new policy, not merely 
confining it to the Life Insurance em
ployees, but also to other sectors 
which may be in future nationalised. 
If tomorrow we decide to nationalise 
sugar trade then, can the Govern
ment say that because It is a nationa
lised concern, no bonus must be paid? 
No Sir. I submit that it is nothing 
but defrauding the employees. They 
must properly compensate them.

It is not merely a question of bonus. 
I may tell you that formerly 'the em

ployees were having medical aid, 
elementary education for children, 
housing schemes and so on. Now All 
these have gone. Why? It is because 
of this nationalisation. We are in 
favour of nationalisation. But we are 
not in favour of depriving the em
ployees of their legitimate dues.

It has also been stated—and It is 
so—that the machinery for reconcilia
tion of disputes between the 
employees and the Corpora
tion is no longer in existence. I want 
this cocept also to be removed. If we 
are increasingly for nationalisation 
then I think the House must decide 
on this policy that whatever is nation* 
alised in the purely commercial sec
tor, in that case the employees must 
have all the benefits that they used 
to have before. At the same time, they 
must also have a machinery for recon
ciliation of industrial disputes.

When the Government enters os a 
trader, why should they not be sub
ject to the laws and machinery created 
for resolving industrial disputes? 
Why should they be above them just 
because they are Government?

These are the points which, I think, 
the Government should bear in mind. 
Also, one point has been made about 
participation in politics. That is also- 
a question of policy. If we bear in 
mind the distinction of the Govern
ment discharging its sovereign 
functions and the Govern
ment entering fields of trade and com
merce, I think it will be possible for 
us to create a concept under which 
the employees of nationalised con
cerns will be given all the benefits 
which a private commercial concern 
would normally extend.

I put in this plea on behalf of the 
Life Insurance employees because I 
think theirs is a just cause. As this 
House knows, they actually went to a 
court of law and the court of law 
pronounced that they were entitled to 
the benefits which they were enjoying. 
The Court also held that under the 
Act the Government was not entitled 
to change or alter the conditions o f
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•ervice to the disadvantage o f the em
ployees. What did they do? They 
-promulgated an Ordinance to deprive 
the workers of the dues, which had 
1)660 pronounced by the court as just.

The point that I am making is this. 
Just because a concern is nationalised, 
it does not give the Government carte 
Blanche to deprive people of their 
■dues. We must make a distinction 
and I hope that a time w ill come 
when we shall increasingly see that 
the employees of nationalised con
cerns do not suffer simply because the 
concern has been nationalised in the 
interest of the nation.
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Shri Prabhat Kar (Hooghly): WhUe 
jfolrxg through the report of the Lite 
Insurance Corporation and its activi- 
"ties up to June 1957 I find that the 
vices of the private sector are main
tained while the virtues are abandon
ed. Prom the figure given here of 
the business for the years 1954, 1955 
and 1956 we find there is a fall of 
Rs. 58 crores of the sum assured—in 
spite of the fact that today, according 
to the statistics, national income has 
increased per capita, and it is a fact 
that more and more people have 
become insurance-minded.

If you look into the figures in the 
report itself, you will find that while 
in 1944 the number of policies was
7.24.000 and it was increased to
7.70.000 in 1955, in 1956 there is a fall 
from 7,70,000 to 5,49,000. For the six 
months of 1947, the figure is Rs. 74-92 
-crores.

If you try to understand why there 
is this fall in business, it is not a 
new enterprise that we can forgive 
the person at tfie helm of affairs of 
this Corporation. It is an industry 
-which was being carried on for a long 
"time with a growing number of 
policy holders and amoUnt insured. 
"The moment it is nationalised and 
taken over by Government it cannot 
be said that all of a sudden the peo
ple have become averse to insurance 
and therefore there is this fall and 
that we have to educate the people 
about the need of insurance and the 
benefit of insurance. If I may say so, 
Uie fault lies with the authorities.

First of all there is so much of 
centralisation with the result that so

far as the service that is being ren
dered to the policyholders is concern
ed, the policyholders instead of being 
satisfied are today annoyed and scar
ed away. Because of the fact that 
every small item has to be referred to 
the top man sitting in Bombay, there 
is delay either in accepting a policy 
or in granting a proper receipt after 
the payment has been made. The 
system of working needs certain 
changes, and powers should be given 
to the agents for the proper discharge 
of their normal duties and day-to-day 
functioning. Otherwise it will be 
difficult to render proper service to 
the policyholders which, naturally, is 
one of the main reasons why the peo
ple think twice before insuring their 
lives.

The second most important point is 
about the field workers, the persons 
who for all these years were working 
day and night procuring business and 
who may be called the life vein of 
this industry. They have not been 
properly treated. As regards their 
service conditions, although very re
cently there has been a scheme of 
categorisation, it is not to their satis
faction. When we look into this cate
gorisation scheme we find that, as in 
the past, too much stress is laid on the 
figure of the new year’s business, that 
is the first year’s business procure
ment. The same policy is being pur
sued and the agents are being asked 
to procure business every year to the 
tune of Rs. 40,000 which is an absurd 
proposition today when we know that 
the average output of an ordinary 
agent is to the tune of Rs. 3,000. This 
undue stress on the figure of the first 
year’s business wi'l lead to lapsing of 
the business. From the repfert we 
find figures about the new business, 
but we are not given the figure about 
the lapsed policies during this year. 
We know, as a result of too much 
stress on the first year’s new business 
during the yean lapses were even to 
the tune of 61 per cent. In the year 
1954, only 35*6 percent of the business 
Was In force. The others lapsed. Be
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cause, if you stress too much on the 
first year's business, naturally,- the 
agent or the field staff will try to give 
you business which, in quality, will 
not be such as on which the industry 
can flourish. As a result, if we take 
into consideration the figures of lapses 
in 1948—64, we find, nearly to the tune 
of 61 per cent.—ranging between 61 
per cent, and 50 per cent., there are 
lapses. When it was expected that 
after nationalisation, the service that 
will be rendered by the agent would 
be taken into consideration, that the 
old policy of the private sector will 
be changed, that there will be security 
of service and the agents will try to 
bring good life and good business so 
that the percentage of lapses will be 
less, the new terms that have been 
given by the Life Insurance Corpora
tion suffer from the same old defect 
which the private sector used to have. 
It is high time that this fact is taken 
into consideration, and as asked by the 
Held workers, no quota no co5t basis, 
their demand, is worked out anrf ac
cordingly a settlement is arrived at,

I know very recently, while these 
field workers were holding their Na
tional Federation Conference here in 
Delhi, the hon Finance Minister met 
them, discussed with them about their 
conditions of service and also assured 
them that he will try to discuss this 
matter with the Corporation authori
ties and find out a solution. For one 
and a half years, the industry has suf- 
fred and suffered to the tune of more 
than Rs. 58 crores in 1956. • We do not 
know what is going to happen in 1957. 
Although high promises are being 
held, the figure up to 30th June does 
not show any improvement. It is 
necessary in the interests of the count
ry that these field workers are given 
proper remuneration and are given a 
guarantee about security of service. I 
would suggest that, as in the case of 
the office employees. where .the 
Finance Minister held a bi-partite 
conference and came to some interim 
understanding, the same thing may 
be done in the case of field workers. 
The sooner it is done, the better for 
the industry and for the country.

While going through the working 
of the Corporation, one of the most 
important points is about this invest
ment policy. While introducing the 
Bill for nationalisation of the life in
surance industry, the hon. Finance 
Minister said that those persons Who 
were in the helm of affairs in life in
surance were not dealing properly 
with the funds. So far as misuse of 
funds is concerned, it is that they were 
investing money in certain shares 
which were, in the long run, found to 
be of no value. It was expected that 
after nationalisation, money lying in 
the hands of the Life Insurance Cor
poration will be utilised for the bene
fit of the country so that the country’s 
economic progress can be properly 
ensured From the Table on page 20, 
we find that from the 1st of Septem
ber 1956 to 30th June 1957, investment 
to the tune of Rs. 6-62 crores was 
made 'in the debentures of companies, 
preference shares of companies and 
ordinary shares of companies. TCiis 
constitutes 50 per cent of the amount 
invested during this period, the total 
amount being Rs. 19 -63 crores. Out 
of this sum of Rs. 19'63 crores of 
investment, 50 per cent, had been in
vested in the shares of private com
panies. We heard the other day from 
the papers, and it is now a fact, that 
Rs. 1,26,00,000 of investment has been 
made in the concerns of one gentle
man, Shri K. D. Mundra. As far as we 
coming from Bengal, are concerned, 
we can say that this name all the time 
raises some doubt. In the banks 
wherever they have got account, as 
far as I know, the bank managements 
are in panic. It is also a fact that the 
bank manager of a Foreign Exchange 
bank was dismissed for a certain 
deal with this gentleman’s con
cern. There have been enquiries 
from the Reserve Bank of India. 
Any concern connected with the 
name of this gentleman gives rise 
to suspicion. I would only say that it 
Is somewhat amazing that while we 
took away (he insurance companies 
from the hands of certain persons who 
have been subsequently found guilty 
by a court of law, we are investing in 
shares in concerns of persons who are
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already charged by a department at 
the Government lor having infiringed 
the law of the land, and not a small 
amount, to the tune of £30,000. I do 
not know whether the hon. Finance 
Minister had any knowledge before 
this investment was made. But, even 
now, this has been brought to his no
tice and I would request him to make 
a thorough enquiry and at least let the 
country know that after nationalisa
tion, when this investment has been 
made, the Government takes full res
ponsibility of this investment.

So far as the field workers are con
cerned, they have placed certain sug
gestions before the Corporation and 
perhaps before the hon. Finance Minis
ter. From the premium, 20 per cent 
is taken away to be utilised amongst 
agents, medical bill, medical officers, 
office staff and Held staff. The field 
staff gets 1 -5 per cent, out of the 20 
per cent This is from the first year’s 
premium. Then, 15 per cent, is taken 
away from the renewal premium. Out 
of this 15 per cent., 5*2 per cent, is 
given to the agents, 5 per cent to the 
administrative staff and 2 per cent, is 
.given to the employees. They are left 
with 3 per cent. If this 3 per cent, is 
distributed properly amongst the field 
workers, there will be no load on the 
Life Insurance Corporation and yet the 
field workers will be satisfleld. Once 
we have a contented field staff, we can 
assure better prosperity to the work
ing of the Life Insurance Corporation. 
I would request the hon. Finance 
Minister to take note of this sugges
tion.

Shri Rad ha Raman (Chandni 
Chowk): Madam, I am much thankful 
to the Finance Minister for having 
given us an opportunity of discussing 
the working o f the Life Insurance 
Corporation during its first year. The 
report contains all the facts and figures 
relating to the first 12 months of na
tionalisation of this industry. It also 
contains some figures for the first six 
months of the current year.

Some hon. Members have been very 
critic*! of the results which the Cor

poration has achieved in the first year
of its nationalisation and the first six 
months of the second year. I am con- 
cious that when this Corporation came 
into existence and this industry was 
nationalised, it had many difficulties 
to face. It was a very big thing, and 
we all believed that it was a great 
step and that the Government had 
done the right thing. We wanted that 
insurance should be nationalised and 
thought that the nationalised industry 
would prosper much fasteT than it 
was doing before, and I am of the opi
nion that if the working of the first 
year is reviewed in the light of the 
circumstances that prevailed then, it 
is not very disappointing. Although 
we wanted the results, to be much 
better, the results achieved were not 
so bad. We cannot actually judge 
things unless we bear in mind the cir
cumstances in which the nationalisa
tion of this industry was undertaken.

I am fully aware that the business 
of the first year was too small com
pared to our expectations, but the rea
sons are explained in the report, and I 
do believe that those reasons are res
ponsible greatly for the low business 
that we did The year 1955 was a 
boom year for insurance in our count
ry and business of the various com
panies, m that year had gone up by 
leaps and bounds. I do not want to 
go into the reasons because they are 
contained in the report.

In the first six months of the second 
year I feel that the business has 
slightly progressed Although I am not 
very sure whether we shall be able to 
achieve the figure of 1955 or do better, 
1 am sure we will fare much better 
than what we did in the first year. All 
the same, I feel there is great room 
for expansion, and if the 'snags that 
lie ahead are removed, the life insu
rance business will go much faster and 
we will have much better results than 
what we are having now.

The Finance Minister in a speech at 
Bombay on the 14th April said that he 
felt that the functioning of the Life 
Insurance Corporation was not m i
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satisfactory and that he wanted to im-
prove it. In this connection he also 
said that he was contemplating som~ 
major changes in the management of 
:the Corporation. We have been wait-
ing for long for these major changes 
to come. I somehow feel that we are 
taking unusually long time to set 
.things right, to have those major 
changes brought about in the Corpora-
tion and its functioning. 

I fully associate myself with the 
views expressed by my hon. friend 
Shri Dasai)pa that in our country there 
is very great room for expansion o"f 
this business. We were doing busi-
ness of .about Rs. 250 crores through 
nearly 250 companies throughout the 
country and there was much room for 
expanding this business, and we 
thought that after nationalisation the 
speed would be faster and our business 
of Rs. 250 crores would increase subs-
tantially in the subsequent years, but 
.c;o far that has not been achieved. 

The success of a life insurance com-
pany as was previously judged 
depended on · healthy competition, 
limiting of the expense ratio and 
·overhead expenses and limiting of 
renewal expenses. It also depended on 
reasy conditions of payment of premia 
and quick disposal of claims, and lastly 
>On the willing cooperation between 
the insurer and the insured, as well 
.as on the satisfied worker. If we look 
into the present functioning of the 
·Corporation in the light of these fac- . 
tors I feel there are many defects 
which have greatly contributed to our 
present results and because of which 
we were unable to expand the busi-
ness as fast as we thought we could. 

As I said, after nationalisation 
hea[thy competition has been removed. 
There was a suggestion by some hon. 
'M-embers in this House that if we 
wanted to nationalise this industry it 
was better we had more than one cor-
:Poration, with the object of maintain-
ing competition which was previously 
maintained by so many companies, but 
that was not accepted. 

When the industry w as in th'e hands 
of th e private sector we were always 
emphasising that there .must be a limit 
on expense ratio, and each company 
which had spent more than what was 
prescribed was taken to task. There 
was sufficient vigilance over that. But 
I think under nationalisation there is 
not much provision m ade for check-
ing the expense ratio and to maintain 
it within limits. After the monopoly 
expenses . must go down instead of 
going up. 

As regards overhead expenses too, 
previously there was a lot of vigilance 
and each company which exceeded 
the limit was made to reduce it in one 
way or another, and there was suffi-
cient check over it. Presently we feel 
there is not enough vigilance on that 
account also. 

With regard to conditions of pay-
ment of premia and quick disposal of 
claims, when the industry was in the 
hands of the private sector the com-
panies were affording quite a lot of 
facilities to the insured for payment by 
easy instalments. Although those 
conditions remain, yet I find the poli-
cyholder is not very happy with regard 
to payments. When it is delayed there 
is always a heavy interest to be paid, 
even for a day or two. Previously 
they were just relaxing these condi-
tions to the extent of 15 days and even 
a month, but at present there is a rigi-
dity and the policyholder who is to 
pay the premium on a particular day, 
if he is unable to pay on that parti-
cular day and pays a day or two later, 
has to pay additional sum · as interest 
and he dislikes this. So, I am drawing 
the attention of the Government and 
our worthy Finance Minister to the 
point thJlt there should be some check 
up in this respect. If we can rela:\ 
the conditions of payment of premia 
by the policyholders, it will greatly 
help to check the lapse ratio, make 
the policyholders happier and induce 
them to go in for further policies. 

With regard to quick disposal of 
claims, the Government claims that 
there is no red-tapism and that every 
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effort is made to pay the claims as 
quickly as possible, but if I know 
rightly and if I have judged the condi
tions well they stand today, I can say 
with some knowledge that claims are 
not disposed of as quickly as they used 
to be done by the private sector.
16-00 hrs.
[Mr. D e p u t y - S p x a x e r  in the Chair)

Therefore, I would request the hon. 
Minister to see that these handicaps 
are removed and necessary steps are 
taken' to expand the business and 
efforts should be made to pay genuine 
claims in time.

With regard to cooperation between 
the Corporation and the insured, I 
think, the position there is not very 
satisfactory. Although no specific 
grievances have been brought out here, 
I may tell you that when I talked to 
a friend ŵ ho was engaged in the in
dustry, I iclt that there is a genuine 
sense of dissatisfaction. The insured 
feel that the business would be run 
better than it was during the pre
vious years. He expects that the 
amount which may be claimed at the 
time of maturity or in case of death, 
will bfe paid with that quickness at 
least and willingness as was the case 
when the affairs were in the hands of 
the private sector.

Mr. Depnty-Speaker: How can wil
lingness be seen?

Shri Radha Raman: It can be seen 
by the time that is taken and the 
methods that s < adopted The people 
may be sitting uipi just looking after 
their work, thinking that it is not 
their responsibility, but, if we make 
the men personally responsible, that 
will automatically result in bigger 
business and all efforts should be 
made by him to pay the claims as 
quickly as possible.

When I say this, 1 feel that the re
port that has been placed before us, is 
a thought-provoking one and we have 
to find out as to what'were the reasons 
which have led to the fall of business 
and whether that was all inevitable.

It is true that there was bumper busi
ness in 1955, because there was stall 
insurance. There was also the car
ried forward business. All these fac
tors were there. I am certain that if 
there was satisfaction on the part of 
the workers and if the new conditions 
had been properly adjusted right from 
the very beginning the results would 
have been much better than what they 
are today.

I would now suggest a few steps in 
order to improve the business (hat we 
have undertaken to do through the 
Lite Insurance Corporation.

Previously, I find, there wdd 
hotchpotch arrangement and every-* 
body who could use his influence and 
get some business was made an agent 
or a special agent or a chief agent, 
whatever may be the name by which 
he was called at that time. When 
the Nationalisation took place we all 
thought that adequate attention will 
be paid to the proper training of these 
people. The agent has got a great 
responsibility upon himself He has 
to be conversant as to what actually 
Insurance means and how it can bene
fit the common man or the policyhold
er, An average agent did not know 
all these things An average agent 
does not know it even now. Govern
ment should take special steps to see 
that every agent who does the business 
of insurance should know his job well. 
He should know that he is doing the 
job not merely for getting some ad
vantage or some remuneration thereby 
but that he should serve the policy
holder who is at his mercy. But, so 
far Government have taken no steps 
in this direction.

There is, therefore, a great need of 
paying some attention to this problem. 
There should be some training course* 
or some methods by which the average 
agent could be trained properly as to 
what he has to do in the case of non
payment of premiums or late payment 
of premiums and the job to be done 
when the claim matures either V f 
{taath or by expiry o f t e  tin * .
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I do not k n o w  w h e t h e r  t h e  F i n a n c e  

M i n i s t e r  w i l l  a g r e e  w i t h  m e  w h e n  I  

g a y  t h a t  L i f e  I n s u r a n c e  b u s i n e s s  s h o u l d

not be mor>'‘.polised outside the count
ry. 1  find that business by private in
surers is stopped even outside the 
limits 0/  the Indian territory. I do 
not see any reason why companies are 
not allowed to function outside India. 
There is a healthy competition there. 
There are so many companies of other 
countries which are functioning there 
and there will definitely be some bene
fit derived by us if we think in terms 
of having no monopoly outside our 
own country. I would like to place 
this thing before the hon. Finance 
Minister for his consideration. I feel 
that in the case of workers, you have 
fixed certain remunerations. Some are 
fixed and some others are based on 
monthly or quarterly returns. These 
workers just go about and help the 
agents to get business. I know the 
agent is given some commission if he 
does more business. At present, the 
worker, or the Inspector or the field 
officer—by whatever name you may 
call him—is not getting anything bey
ond what he is getting in the regular 
course. Previously he used to get 
some income according to what busi
ness he was getting every month. 
There was a system of payment of 
bonus and the workers’ bonus depend
ed upon the increased business which 
they brought to the company.

So, this is my appeal to the Finance 
Minister. Whenever a worker does 
mote or better business, he should get 
more money either by way of allow
ance or by way of bonus, i.e. in addi
tion to what he would get in the usual 
routine manner.

Coming to the question of invest
ments, we have had some talk on this 
»ubject in this House. The corpora
tion has made investments since its 
functioning but I somehow feel that 
fee investment business should be 
completely, taken awsy from the Cor
poration and there should be a sepa
rate statutory body to function for 
investment*. I say this because there 
is much that is required to be done in 
the case of our investments. We have

recently seen that In case of one
investment the Corporation has lost as 
much as Rs. 40 lakhs. It is my view 
that there should be separate provi
sion for investment work. If we do 
that, that will help in avoiding losses 
on investments which may occur be
cause of the tendency to invest in 
securities which are not well secured.

Mr. Deputy-Speaker: The hon.
Member must conclude now.

Shri Radha Raman: I will be con
cluding in one or two minutes. I feel 
that the policy of investments requires 
greater vigilance.

With regard to the security of ser
vices some hon. members made some 
suggestions, -and, I think, there is a 
general dissatisfaction on this account 
as well.

In the first instance, Shri M. C. Shah 
headed a committee which ultimately 
decided the fate of so many senior 
workers who were getting more than 
Rs. 500. Then, we had the Lall Com
mittee. The Lall Committee also deci
ded about the senior officers and in
terviewed so many workers through
out the country. But, the Government 
had been teliing that there will be 
security o| service and there will be 
the implementation of the recommen
dations of the Lall Committee. There 
is a provision in the Act also to decide 
about the service conditions. I think 
unusual time is taken to decide these 
matters. I only wish that the Finance 
Minister may expedite this thing be
cause a lot of dissatisfaction among the 
workers exists on account of the un
usual time ' ■!)' is taken for the imple
mentation of tne Lall Committee’s re
port. They are all expecting that any
thing that is to be decided should be 
decided as quickly as possible.

Mr. Deputy-Speaker: Shri Ghose.
But, I would request the hon. Member 
to take only 5 minutes.

Shri Bbnal Ghose: Sir, I was one of 
the movers of the motion.

Mr. Deputy-Speaker: It was only
at the hon. Member's suggestion that 
I did not impose any time limit I 
agreed with his advice.
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Shri BUn»| t Î^oae; Therefore, y<w 
are imposing this time limit on met

Hr. Deputy-Speaker: I have been
acting according to his advice; why 
should he complain?

Shrl Binuil Ghoae; But why should 
you impose it on me?

Mr. Deputy-Speaker: I rang the bell 
and he said some tung should be give*). 
He did not rise and I thought he was 
not anxious to speak.

A r i  Blm&l Gbose: I may be given 
10 to 15 minutes.

Shrl Nathwanl (S o ra th jY o u  may 
extend the time.

Itfr. Deputy-Speaker: The maximum 
limit of time for such like discussion 
a  (Only two hours and a half. I have 
already extended the time by half an 
hour which is unusual and which 
,would not be a precedent for t£e 
future. Therefore, it is not possible 
*9 extend it any longer.

Shrl. Natbwani: You were good
enqygh. to extend it by half an hour; 
you can extend it by half an hour 
»o re .

Deputy-Speaker: There }s
limit, fpr .being good enough also.

Shrl Ulmal Ghose: As you know my 
name came to be clubbed with the 
movers ot ih'e motion because I had 
asked for a half-an-hour discussion Iji 
relation to the replies to the question 
which was tabled by Shri Nathwanl 
and Shri Mor^rka with regard to the 
Investments of the Life Insurance Cor
poration. Therety>re, I shall be speakr 
1&R primarily upon this investment 
aspect of the activities of the Life 
Insurance Corporation, although I shall 
taJbft* this opportunity to say a few 
words on certain- other aspects of its 
work, also.

In spite ot the fact that the working 
of the Corporation has not been up to 
our satisfaction, we do not rue* ,,tiw

support we had offered to the prqooaal 
for nationalisation w e still nop* 
and &re confident that opr ^xpectatiopi 
will not prove false and our hope* 
would be fulfilled,

With regard to the Business of the 
Corporation, it is true that the busi
ness has gone down. As I said on «  
previous occasion, we should not take 
an alarming vjgw because there were 
teething troubles; it had to be reor
ganised and business in the first year 
would naturally be lower than it was 
before. But I am .sorry to find that 
this report tries to belittle the fact 
that there has been less business and 
the causes given will not bear scru
tiny; because the causes are stated to 
be that formerly there was a reduc
tion in premium rates, that there was 
staff insurance and the Estate Duty 
came in.

The fact is that after the Corporation 
came into being, the premiums wera 
still further lowered; there have been 
the Janata policies and there have 
been the group insurance policies; and 
yet the business has not gone up. 
Therefore, their arguments cancel out 
Incidentally, I should really congra
tulate the Corporation for having taken 
the decision that policies of certain 
insurance companies would not be 
written down although they have not 
sufficient assets behind them.

Coming to the question of the dis
satisfaction amongst the workers, 
there are three categories There is 
the question of the officers. I would 
like to say only two things about the 
Lall Committee. Although the Lall 
Committee reported in June 1957, no 
decision has yet been taken That Is 
a very long delay and Government 
should take a decision. The second 
point is that the hon Minister here 
stated that it is the Corporation’s busi
ness to find out as to how they will 
deal with the report of the Commit
tee. I do not think that this is quite 
fair view, because it was the Govern
ment which had appointed the Com
mittee and, therefore, Government 
cannot divest themselves of all
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responsibilities with regard to the
report of the Committee.

Then, with regard to the administra
tive staff. The Finance Minister had
intervened and had come to a satis*
factory arrangement. But, I received
a letter from an association to which
Shri Bharucha referred that although
the general terms are satisfactory,
dissatisfaction remains with regard to
the question of bonus. And, I endorse
everything which Shri Bharucha had
•aid because if Government run these
companies as commercial concerns
there is no reason why bonus should
not be paid to workers if profits
accrue. Commercial concerns should
be treated on the same par whether
they are in the private sector or in
the public sector. Shri Bharucha had
argued that case and 1 do not want to
take much time.

About field workers there is dis
satisfaction and the Finance Minister
also knows about it. I only hope
that as he had settled the problem in
the other case, namely, with regard
to the administrative staff, he will
intervene and come to some satisfac
tory solution in this case also.

It is stated in the report that the
categorisation was proposed to be done
on the basis of the work in the Cor
poration during the period ending
30th September, 1957. That would
have been extremely unfair because
during this period the work of the
Corporation was disorganised, the
workers and the agents did not get
the benefit from the Corporation that
they should have got and, certainly,
their work was hampered. There
fore, this period is not quite fair to
take, into Account for deciding the
question of categorisation.

Coming to the last question which
is about investment, there are a lot
of points that I want to bring to the
notice of the Finance Minister. Al
though when the business was nation
alised it was stated by the then Fin- 
ahoe Minister that investments in any
sector would not suffer, we find that
investment in mortgages have been
frozen. No further investments under

mortgages are being allowed, and that
is a great handicap, particularly to
middle-class people who take loans
from insurance companies for build
ing their houses. I would like the
Finance Minister to intervene and see
that this business is revived.

I find that the investment in shares,
debentures and preference shares has
increased. That is very good because
an assurance was also given that the
private sector will not suffer by
nationalisation. As a matter of fact,
the private sector has not suffered at
all It has gained, on the contrary.

It appears that there is a feeling
that the Life Insurance Corporation
comes into the market whenever the
Stock Exchanges are in difficulties. I
would like to know from the hon.
Finance Minister what the position of
the investments of the Life Insurance
Corporation in equities is. What is
the policy with regard to this? Is it
the desire of the Government that the
Life Insurance Corporation will carry
out open market operations in equi
ties just as the Reserve Bank carries
out open market operations in secu
rities to maintain the health of the
Stock Exchanges’  Because when the
Life Insurance Corporation intervenes
in the Stock Exchanges we find that
they show some life.

The Stock Exchange are often in
difficulties, and it is only when the
Life Insurance Corporation intervenes
that there is some buoyancy imparted
to the market.

Incidentally, you will realise that the
situation is becoming more dangerous
from one respect that today the Stock
Exchanges which are in the private
sector depend very often for their
life, so to say, or for their energy on
the Life Insurance Corporation. If
the Life Insurance Corporation does
not intervene, there is a depression
in the market; and, then, when the
Life Insurance Corporation comes in
the stock market revives. What is
Government’s attitude in that regard?
Do they feel thatiit is a good thing 
that the Stock Exchanges should lw
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made dependent upon the public sec
tor for their very existence?

Thirdly, we find that there has been 
a lot of criticism with regard to cer
tain purchases made by the Life 
Insurance Corporation, particularly, 
in regard to the shares of the Mundhra 
group. There is one thing 1 should 
like to ask the Finance Minister in 
that regard. He stated that in mak
ing these purchases Government is 
concerned only with the profitability 
o f its investments. That is a proposi
tion which, I think, the Finance Min
ister will not accept in toto. It is not 
a question of mere profitability but 
also the soundness of the concern. If 
the Government comes to know that 
there are certain shares which are 
really profit-earning, which give 
good dividends but at the same time 
they are managed by people about 
whom there is lot of suspicion, then 
certainly an institution like the Life 
Insurance Corporation would not in
vest in such companies I am sure that 
the Government knew about the ac
tivities of the person whose shares 
were brought by the Life Insurance 
Corporation. Was it a desirable thing 
to do? I feel that the reason why 
Government bought the shares of this 
concern were not merely the question 
of profitability, but probably Gov
ernment were to get moneys through 
other sources from the same person 
and it was through the purchase of 
these shares which put that party into 
funds, which funds were then taken 
by Government for meeting the other 
obligations that the person owed to 
certain government institutions. I am 
not quite sure if that is so, but even 
if that is so it is not right and pro
per that the Life Insurance Corpora
tion funds should be utilised in that 
fashion—to obtain money in that man
ner with a view to get the dues owed 
to certain other government institu
tion by the same person. It is also 
known that in one of the companies 
is  which shares were bought a large 
amount of cash from that company 
'Mas taken away illegitimately by the 
same person, yet m large group o f

shares in that concern was bought 
Now, I do not say that the Life In
surance Corporation will lose money 
by such dealings but what I want to 
say is that this is not the proper work 
of a Corporation of this kind which 
is dealing with poor people’s fund.

Thirdly, I find that the Corporation 
has been engaged in the business of 
under-writing of shares. We know 
that when the Industrial Finance Cor
poration was first set up, although it 
had the power to under-write shares, 
that power was not exercised because 
it was said that this was not a proper 
thing to do. There were risks involved 
in that. I should have thought that Lite 
Insurance Corporation funds should not 
have been utilised for under-writing 
of private offers of shares. And, we 
find from the replies to a question 
that was asked here that in practical
ly all the cases—I believe, excepting 
one where the Life Insurance Cor
poration had under-written shares— 
they had to purchase the whole quan
tity of the-shares that had been under
written, which indicates that the shar
es were not so much popular. If they 
were not so much popular then the 
Life Insurance Corporation should not 
have cared to under-write those shar
es. I do not think that it is proper 
fer an Institution like the Life Insur
ance Corporation to engage in this 
kind of business.

Finally, there are two other points 
about investment business that I want 
to say before I finish. One is. what 
has happened to the Bill to which Mr. 
T. K Chaudhuri made a reference, 
which Government introduced in last 
session and which was a salutory 
measure for controlling and directing 
the investments of the Life Insurance 
Corporation That Bill seems to have 
been withdrawn or is just in abey
ance. We do not know what has 
happened to it It was a very high- 
powered Committee that the Bill 
envisaged and it would have appear
ed that that Bill could have done saw * 
justice to the question of investO M U t 
o f Life Insurance funds.
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Finally, Sir, there is one point with 
which the hon. Finance Minister may 
or may not agree, but which I have 
brought before this House many times, 
viz. the question o f investments being 
made through particular markets. We 
find that Bombay is getting all the 
preference and Calcutta and other 
markets are suffering. Those responsi
ble for the stock exchange market in 
Calcutta have brought this matter 
even before me and have told me that 
the Calcutta market suffers in relation 
to the Bombay market. It is not fair. 
Even with regard to Government 
rtcurities most of the transactions 
have gone through the Bombay mar
ket. It is true so far as Government 
securities are concerned, Bom
bay happens to be more important 
than any other financial market, but 
that is probably due to the fact that 
the Reserve Bank also operates in that 
market. If it were not so other mar
kets could also gain much better pro
minence. So, I should like the Fin
ance Minister to take that fact into 
consideration and see whether he 
should not offer his support to other 
markets also and not make them feel 
that they are being adversely treated 
in relation to Bombay market.

Shri T. T. Krishna machari: Mr.
Deputy Speaker, Sir, I welcome this 
discussion. It has got postponed for 
long and I am glad that the House 
has been able to express its mind on 
the working of the Life Insurance 
Corporation.

At the outset I would like to say 
that I do not propose to defend some 
of the charges made, for instance, the 
question of business, the question of 
promptitude, the various lapses in the 
■organisation because these are facts 
which are there, and the mere ques
tion of eloquence or marshalling of a 
few circumstances which perhaps 
justify them do not hold a cover-up to 
the issue. The fact remains, Sir, as one 
hon. friend put it “the teething of this 
particular baby has taken a very long 
tbne.”

The manner In which we started— 
■we probably did M t know, the ques

tion of ISO companies being integrat
ed was, if I may venture to say so, 
almost a superhuman problem. I have 
mentioned once before on the floor of 
this House that a very good manager 
of a. medium-sized insurance com
pany does not happen to be as good 
when he is asked to deal with a Cor
poration of this magnitude. Hon. Mem
bers have been finding fault with us 
for using the people who have served 
private enterprise. I offer no apolo
gies to the hon. Members for doing 
so because these people who were ser- 
ing private enterprise in the past have 
been successful insurance men. They 
are selfmade men. Many of 
have built up their companies and it 
Is on the strength of their record that 
we have taken them and given them 
positions of responsibility. Even *0, 
it happens that the responsibility la 
so heavy that they find it very diffi
cult to discharge adequately without 
further experience of handling a me
chanism of this magnitude. Much of 
our trouble, Sir, I have to put down 
to the comparative inexperience of 
the people handling such a big organi
sation. Maybe, in the light of V̂ hat 
has happened, when we are going to 
nationalise some other organisations of 
this nature we might begin in a 
different way but there is no use 
going back on what has been 
done. All that we could do is 
to reorganise it. My hon friend, Mr. 
Radha Raman said that I have men
tioned on the floor of the House that 
I am not satisfied with the present 
organisation and that I propose to re
organise the machinery. Such a thing 
is easier to be said than done because 
1 know that I had to come to this 
House for legislative sanction in order 
to drop some of the useless limbs 
right from the top to the bottom, and 
perhaps expand some of the limb* 
which are useful. And the House, 
hon. Members know, is fully occupi
ed; it has not got much spare time, 
and preparations of a Bill, having in 
mind vigilant eyes of people like Mr. 
Nathwani who would very legitimate
ly and correctly And fault with our 
bad drafting, takes time. I do hope 
It will b« possible for us to pUc« be-
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lore this House sometime next year 
a  Hill which will ensure better orga
nisation for the Insurance Corpora
tion.

I should like to touch upon one 
matter before I go into details regard
ing organisation of the Corporation, 
viz. the question of investment. I am 
afraid, Sir, that in this question of 
investment, perhaps very rightly, pre
judices have played a large part in 
lion. Members’ expressing their opi
nion on what the Insurance Corpo
ration has done.

So far as the insurance companies 
are concerned, I still maintain that 
profitability and proper investment of 
its funds is the main purpose behind 
the Insurance companies which have 
been investing money in any form of 
security. And profitability means en
during profitability, not evanescent 
profitability. I know that the hon. 
Member Shri Bimal Ghose knows it 
but he found that it is suitable for 
him to make a point of it. A  thing 
must be profitable for all time, be
cause insurance investments are there 
lor all time.

The second fact that the hon. Mem
bers would please note is that the 
insurance companies are not sellers, 
and therefore Shri Radha Raman is 
not correct in assessing a loss. Be
cause there is no selling, there is no 
loss. The question of loss and profit 
to a man who operates in the stock 
exchange is different from a person 
who buys for investment. The man 
who buys for investment judges the 
value of the investment on the basis 
of reasonable return. I do not see any 
fear being expressed that the return 
In regard to the companies in which 
insurance funds have been invested is 
likely to be jeopardised.

The other fact that the hon. Mem
bers opposite, particularly made a 
point of was that there was some 
relationship with some particular in
dividual and his, may I say. perhaps 
reputation. I cannot use the words 
Which they have i ŝed, because it 
would not be proper to use those

w o r d s  i n  t h i s  H o u s e .  T h e s e  a r e  f l n f t a .

Maybe that o n e  p e r s o n  ( e t a  89 p f c r  

c e n t  o r  30 p e r  c e n t ,  e o n t r o l  o v e r  

t h e  c o m p a n y  t o d a y  o r  h e  b u y s  u p  t h e  

m a n a g i n g  a g e n c y .  _ B e  f o e s  t o m o r r o w  

a n d  o t h e r  p e r s o n  c o m e s .  If t h e  i n 

s u r a n c e  c o m p a n y  h a s  a  s u b s t a n t i a l  

stake i n  i t ,  n a t u r a l l y  i t  w i l l  a s s e r t  

itself.
What is necessary is whether the 

company in which the insurance com
pany Invests its money is a substan
tial one, having regard to the fact 
that stock exchange value of the shar
es of the company is not a material 
factor. It is the real worth of the
company which the material factor.•i

Take, for instance, the investment 
of the insurance company in Indian 
iron, which is selling probably some
where about Rs. 20 or a little less to
day. There was a time when it went 
up to Rs. 80 in. 1937. Even today, a s  

I know it because 1  have been in 
charge of that particular industry, in 
relation to its capital, the total, am
ount of assets that it has is perhaps 
several times over. The Government 
has lent money to this concern, and 
it is a very substantial investment, 
because Government sees that it gets 
a reasonable profit and it will get a 
reasonable profit because we will need 
steel for a long time to come. I do 
feel that this is the type of company 
in which public funds should be in
vested, because returns for this pub
lic investment will be ensured. May
be that may be a mistake—I do not 
direct the investment of the Insurance 
Corporation—and may be in one or 
two c&ses, for instanpe, they might 
have gone in for textiles; they might 
have gone in for some small thing 
hece and there which is not probably 
good or they might have judged it 
from the facts of the situation which 
they have before them.

But so far as I am concerned, look
ing at it from a distance, I t h i n k  it i s  

good and proper that public funds 
should increasingly be invested i n  

those blue-chips, as they call i t ,  

where returns a r e  s a f e , ’  W h e r e  t h e  

industry is a  stable o n e  a n d  a n
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i m p o r t a n t  i n d u s t r y .  I  c a n n o t  s e e  

a n y  b e t t e r  u s e  t o r  p u b l i c  f u n d s  t h a n  

fim i n v e s t m e n t  i n  t h o s e  c o n c e r n s .

That Tsriiilfs me to another trouble. 
Hon. Members opposite think that I 
am favouring the insurance company, 
and'through my instigation, favouring 
the private sector. Some bon. Mem
bers on this side seem to think that 
the Government is getting control 
over the private sector through the 
backdoor. Well, I think my justifi
cation any my bona fldes are esta
blished. Naturally, all that I am con
cerned about and all that the Insur
ance Corporation is concerned about 
is to see tliat the policyholder gets a 
proper return and an investment 
which is a safe one, and we also see 
that in future, as far as possible, the 
public do have some share m the pros
perity that belongs to those concerns 
which have grown and developed 
under the auspices of Government 
influence and Government protection. 
That is a culmination which I think 
we should wish for, and if you ask 
for my own views as a person who 
had •some experience of this, I think 
it is a proper thing to do in an eco
nomy like tlie one which we want 
to Vufid up.

So far as the details are concerned, 
as I have said to the House, the in
surance company is not normally a 
seller. It is only a buyer. There
fore, the question of a loss now can 
be converted into a profit tomorrow 
and it does not arise. Of course, pro
bably if hon. Members wish to raise 
this discussion, I shall ask the Insur
ance Corporation to put all the papers 
on the Table of the House, and if 
there is anything which will perhaps 
hurt it, the Insurance Corporation 
will take adequate steps to see that 
their interests are protected.

I t  i s  n o w h e r e  t h e  c a s e  o f  t r y i n g  t o  

. h e l p  a n  i n d i v i d u a l  o r  a  g r o u p  o f  i n 

d i v i d u a l s .  m e r e l y  b e c a u s e  s o m e  o n e  

p e r s o n  i s  c o n n e c t e d  w i t h  a  p a r t i c u l a r  

c o m p a n y  t o d a y ;  h e  m a y  n o t  b e  c o n -  

n e i j t e J .  w i t h  i t  t o m o r r o w .  B u t  t h e  

i n s u r a n c e  c o m p a n y ?  s t a y s *  a n d  i t s .  b o l d 

i n g  s t a y s  i n  i t s  b a n d s .  T h e r e f o r e ,  

I  w o u l d  l i k e  o n c e  f o r  a l l  t o  d i s a b u s e

the minds of the hon. Members her* 
that there is any policy of helping 
any individual excepting helping pub
lic investment, the investment of 
insurance companies’ funds. I do hope 
that in future, this aspect of our 
investment, as insurance companies' 
fund grows, of insurance companies' 
fund will also grow.

One matter which was mentioned 
by my hon. friend Shri Bimal Ghose 
is about the question of a high-power
ed body controlling it—about the op
portunities for Calcutta to participate 
in this investment, similar to Bombay. 
The hon. Members know that we have 
a Bill here for that purpose, It is my 
intention that the high-powered body 
should be the highest that we can 
possibly get hold of and which can 
resist to a large extent any pressure 
that even Government can put on it.

Secondly, it was also my intention 
that there should be advisory com
mittees in various cities, Bombay, 
Calcutta, Kanpur, Madras and in other 
places where there should be a market 
It is also my intention that this ques
tion of mortgages on which Shri Bimal 
Ghose laid so much stress should be 
revived. The insurance companies 
have in the past played a large part 
in regard to building houses, in regard 
to building offices. Nothing would do 
right, to some extent, wherever invest
ment is safe, wherever returns are 
reasonable, then these mortgages 
should be revived. If there is a high- 
powered board, it might lay down the 
conditions in which mortgages should 
be given and the mortgages can be 
given by the various branches and 
divisional offices of the Insurance Cor
poration.

The idea that an investment com
mittee should meet once a quarter and 
do all sorts of things is difficult. It is 
better for three or four people to lay 
down the principle and have an ad
visory committee in which the insur
ance company could do all this secre
tarial work wherever it is necessary. 
Tl)cve are suggestions - which have to 
betaken note of and should be im
plemented as early as possible. But 
that does not mean, “do it next
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an oath or two months hence” . But it 
should be done over a period of time. 
I am grateful to the hon. Members 
who have made constructive sugges
tions in this matter.

On the question of the future of the 
-company, it is very difficult for me to 
say what business they will do this 
year. I hear that on the 25th of 
November, they had completed busi
ness to the extent of Rs 196 odd 
crores. They had proposals and busi
ness completed, in their hands, to the 
value of Rs. 246 crores. The Chair- 
.znan whom I met some weeks ago 
told me that he expects to reach the 
figure of 1955 this year. Whether he 
would be able to reach the Rs. 50 odd 
crores during the remaining six weeks 
o f the year is a matter for him to 
judge, .but 'in view of the fact that he 
had proposals on hand which are very 
near -the figure which -were reached 
in 1955, it perhaps leads us to hope 
that the 1955 figure might be reached 
or somewhere near that. It is all to 
the good. It shows that we are 
getting out of the morass.

An-hon. Member made a reference 
to the question of lapse ratio. The 
lapse ratio can only be calculated 
after a full year’s working, but the 
present trends show that the lapse 
ratio is certainly better than what it 
has been But I would not like to 
vouchsafe the position as being really 
true. This is what I have got from 
the office.

Then the question of bonus was 
raised. It is very difficult for us, for 
a Government^ concern, to think of 
bonu<!. particularly m relation per
haps to a set of staff who do not pro
bably do anything to stimulate an 
increased business I think the 
hon Member who was speaking from 
the opposite side—L think Mr. T K. 
Chaudhuri—made a slight error, 
that is Vo say, he more or less equat
ed the position of the field workers 
with that of the insurance agent. The 
position is slightly different. Any
way, if he read* (he speech, he will 
f e d  what it is.

I had suggested that we should have
some amenities fund These amenit
ies should grow. And there should 
be a committee of these people in
creasingly associated with the ques
tion of problems of insurance and 
their own problems. The Chair
man told me that because of preoccu
pation he could not get the thing 
moving. But we do hope to be able 
to do it.

I am very happy that hon. Members 
do appdeciate the little that we have 
been able to do in regard to stall. I 
have myself found a very good re
ward of whatever we have been able 
to do from the smiles that we dften 
get from these people when we see 
them. There is no question of hostility 
either to the Minister or to the 
management. 1  might also say that it 
our approach in regard to field 
workers as well

The question of salaried workers 
and their newly framed pay scales 
and the method of fitting them in has 
been engaging our attention for some 
time In doing so, we have to keep 
in mind that field workers are pri
marily salesmen and that any scheme 
formulated must provide incentives. 
1  do not, of course, say that we should 
not depart from the practice of the 
private enterprise, which resorted to 
the practice of “hire and fire” and 
where salaries were more or less pro
portionate to the actual production of 
business But it is essential that there 
should be incentives.

On the 30th September, 1957 the 
Corporation announced “ the terms 
and conditions of Bervice of salaried 
field workers” and the categorisation 
or fitting of the existing field staff. 
These were formulated after a good 
deal of thought and after it has had 
long discussion^ with field workers 
themselves alj over India. Ths 
scheme provided for a salary scale, 
the increments depending on a re
view of the work of the officers during 
the preceding year and the extension 
of other benefits like provident fund, 
gratuity, leave etc. to them.
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Attar the scheme n i  announced, 
representatives of field workers met 
me some time last month. They had 
also met the Prime Minister before. 
I  had a talk with them, a fairly long 
one, rather late in the night, and I 
did assure them that we will try to 
do our very best in order to give them 
a fair deal and we shall try to effect 
such changes and modifications as are 
necessary in the scheme that has been 
put out in the interests of these people.

I had also arranged a conference 
of the representatives of field workers 
and the Corporation and the discus
sions that were held between these 
two, I understand, were free and cor
dial. It lasted for several days. As 
a result of these discussions, the Cor
poration has further liberalised the 
scheme.

I have before me the scheme which 
has been liberalised. I do not want 
to go into the details of all the modi
fications and concessions made. A 
copy of the scheme originally framed 
as well as of the scheme, as modified, 
are being laid on the Table of the 
House. I have got it here but they 
would probably like me to authenti
cate it. Anyhow, I would certainly 
lay it on the Table. [Placed in Library, 
See No. LT-420|57]. They are:—

(1) It is clarified that persons 
recruited to the cadre of field officers 
from the ranks of the agents would 
be placed on the higher scale at ap
propriate salaries, taking into ac
count their experience. They will 
not be required to undergo any period 
of probation.

(2) Irrespective of his previous 
salary, a field officer who has done 
new business with a premium income 
of Rs. 10,000 or more will be fitted 
into higher scale. This concession, it 
is expected, would benefit a large 
number of employees and to a sub- 
rtantiaJ extent.

(3) The conveyance allowance in 
rural areas have been increased to 
the level of the allowances available 
in the cities.

(4) The "quota” has been lowered 
firstly by reducing the quotas them
selves and secondly by liberalising 
the interpretation of the expression 
“agent” who has ceased to work in 
3-II-B of the categorisation circular.

(5) Under paragraph 4 of the cate
gorisation scheme, emoluments are 
Increased or scaled down according as 
how the production compares with the 
quota. The limits of the comparison! 
have been scaled down so that more 
persons will get increases, including 
double and triple increments and 
fewer persons will have to face a 
reduction in salary. This concession 
together with the reduction in the 
quota means a substantial liberalisa
tion.

(6) The gratuity has been increas
ed from half a month’s salary for 
each year of service (after 1st 
January, 1958) to one month's salary 
for each year of service.

The scheme, particularly after its 
revision, i s  indeed, 1 think, a reason
able one and, lor the first time, in the 
history of insurance, provides a regu
lar and stabJe career to field workers. 
Hon. Members might note that under 
the scheme i t  i s  proposed to allocate 
exclusive areas outside the big cities 
to field officers which they could 
c.evelop intensively and scientifically. 
We hope that many field officers 
would accept transfers from cities and 
help the Corporation in their drive 
for new business. The appraisal of 
field officers’ work would not be con
fined merely to new business but all 
aspects of work including new busi
ness, cost ratio, efforts made in re
cruiting, training and motivating new 
agents and routine services to policy 
holders. In fact, by this scheme, the 
Corporation has given the field officer* 
a new status which, with a few ex
ceptions, they lacked under private 
enterprise.
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[Shri T. T. Krishnamachari]
I may mention that the impres

sions fained in th'e talks was that 
though the modification in the scheme 
agreed to by the Corporation com
mended itself to a large number of 
delegates, a categorical acceptance by 
them, could not be obtained because 
their mandate from the workers was 
that there should be no settlement 
unless it wa? ca teg orica l provided 
that the services of none will be ter
minated and there will be no reduc
tions in emoluments. We have gone 
to the farthest extent possible in 
accommodating this view, but it 
would not be possible for the Cor
poration to agree to the demand in 
this extreme form. If a person does 
not do any work, well, he will -be 
affected. But, so far as termination 
of services are concerned, it is not 
automatic. Where an officer’s per
formances are very poor, a commit
tee will go into his case individually 
pnd only where it is convinced that 
tho poor performance was due to 
lack'' of application or diligence, ter
mination would result.

In fact, the approach would be 
“how many can be saved” , rather 
than “how many can be terminated" 
As regards reduction, no officer who 
has applied himself will have to face 
any cut. They have still time till the 
end of the month to improve their 
performance. Any such assurance 
would be unfair to the large number 
of workers who have worked hard 
and increased the level of the busi
ness to a new high level.

I hope I will have the endorsement 
of the other members in this decision 
of mine, that is, o f those who have 
not yet signified.

I would like to tell the House that 
in this particular matter there is no 
question of any hard and fast rute 
and there is no question of rigidity. 
We would like to accommodate th£ 
largest number of people. So far as 
I* am concerned, I can tell this House 
—though my friends in the opposi
tion may or may not believe it—that

it is a matter of primary conoctcn tp. 
me that the people who Work in tha 
insurance field must be ' satisfied and 
a reasonable amount of satisfaction 
should be provided for them.

There are other valuable sugges
tions made by my hon. friends Mr. 
Dasappa, Mr. Radha Raman and 
others. Well, all these will be taken 
note of. It is not possible -for met 
rot being an insurance man, nor 
being the Chairman or the General 
Manager of the Life Insurance Cor
poration, to be able to give an answer 
straightaway. But, as I said, I value 
tlus discussion greatly because it has 
given, an opportunity for the hon. 
Members to express their opinion and 
for me to explain the position because 
1 do consider that there are defects 
still in the existing organisation, de
fects which can be remedied.

My hon. friend, Mr. T. K. Chau- 
dhuri, mentioned about somebody, to 
vhom Rs. 82,000/- was owing. Well,*,'’ 
if anybody had Rs. 82,000/-, next ' 
time we would have heard from a 
court. There must be some trouble 
rbout it. But that does not mean 
that the service that is given is ex
cellent. It is not even medium, it is 
something below medium. The ser
vice must be improved, and must be 
vastly improved. While I do not lay 
any blame on the staff or on the man
agement, the only blame that we can 
attach is to the fact that we have to 
learn and we are learning. I have 
no doubt if the present spirit that 
motivates the Life Insurance Corpora
tion, at all levels, continues and 
progresses, we shell be able to give a 
tetter account of ourselves when we 
give the annual report to this House.
In the mean time let me tell the 
House that there is nothing under
hand, there is no question of using 
the insurance funds to please any 
category of peoples.

My hon. friend made some mention 
of some hon. Member in the House 
and mentioned something about it 
which, I think, is extremely unfair. 
No hon. Member of fhla ffm iu  m
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M i n i s t e r ,  h a s  g o t  a n y t h i n g  t o  d o  with 
any, investment It is being done by 
the C o r p o r a t i o n  a n d  it is purely with 
a view to benefiting the policyholders. 
So far as I atm concerned, I d o  not 
mind even admitting that when a 
colleague jof mine the other day want
ed the Corporation to take some sub- 
•ecription in one of his concerns—I 
mean not his private concern, but one 
ot the government concerns where 
the return will be poor—I said I shall 
not exercise my influence to see that 
the policyholder’s money is invested 
even in a government concern where 
the return does not happen to be 
what I consider legitimate. I am not 
going to use my influence at all in 
-any way so far as investments of the 
•Corporation are concerned.

Shri T. K. Chaudhuri: I never said 
that that person, that is the particular 
Minister about whom I mentioned, did 
use his influence; but he happened to 
be connected with those firms some 
time back before he became a Minis
ter; so lest his name gets tarnished, 
as also the good name of the Govern
ment, there should be a thorough 
enquiry. Not about him, I did not 
.say anything like that.

Shri T. T. Krishnamacharl: I know 
my hon. friend very well. He is al
ways generous. Even when he wants 
to find fault with us, I know he is 
generous. I did not mean to say that 
he found fault with my hon. colleague 
or  anybody But I do say that the 
Ministers of this Government have 
nothing to do with it; the only Minis
ter that has something to do is my
self, and I can tell you that It is my 
policy that even when a government 
concern wants the Corporation to 
Invest money at a rate which is lower 
than what the Corporation can get 
from outside, I do not propose to ask 
the Corporation to invest the money. 
Therefore, hon. Members may be as
sured of the fact that the interests of 
•the policyholders are looked after and 
are safe and that no investment is 
feeing made in a manner which will

jeopardise the interests of the share
holders.

But I am glad that this matter has 
been mentioned because of one or two 
points mentioned by Shri Bimal Ghose 
ir. regard to the proposals that 1  have 
put before the House, which are still 
pending, in regard to the Question of 
investment and mortgages which 
would help the small or medium-size 
people and also help the building of 
an opposition house. And it is a ques
tion of other parts of India also 
taking part in this investment. I 
v.ould be very grateful when that 
Bill comes up before the House if it 
does approve of the policy that the 
Government would like the House to 
ppprove of, namely that the invest
ments of the Corporation should par
ticipate in the progress which 
achieves in the economy through the 
measures that we are taking as Gov
ernment and which have been approv
ed of by this Parliament. That, pro
bably, we would be able to consider 
when we take up that Bill. Now that 
I find there are a large number of 
people in this House who perhapk like 
the Bill, perhaps that Bill might be 
given a chance, if not in this session, 
at least in the next session.

Once again let me say that I am 
very grateful to all the hon. Members 
for all that they have said either in 
favour of the Corporation or against 
the Corporation all of which has been 
very valuable so far as I am concern
ed.

Shri C. K. Natr (Outer Delhi): 
There is one thing which I cannot 
understand. He said that Government 
has yet to learn to organise. I do not 
understand it when the most experi
enced insurance veterans are in the 
country whom the Government could 
easily utilise for the advance of insu
rance business.

Mr. Depnty-Speaker: They are
utilising them.

I shall now put the substitute 
motion of Shri T. K. Chaudhuri.
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Shri Sadhan Gupta rose-

Mr. Deputy-Speaker: There is no 
right of reply in these discussions. 

Shri Sadhan Gupta: Yes, there is, 
under rule 358. 

Mr. Deputy-Speaker: No, not for 
this. 

I shall put Shri T. K. Chaudhuri's 
substitute motion to the vote of the 
House. 

The question is:-

That for the original motion, the 
following be substituted, namely: 

"Th is House having considered 
the inte rim Report of Life Insu-
ran ce CorporalJOn records its 
strong disapproval of,-

( a l the m anner in which the 
Inv l'slment C·Jrnmitlee of the 
Corporal ion ha s conducted its 
in vc~ tment poli cy in regard to 
pr iv"l" Pq1dv C'ilp ital. and de-
b l'nlures, prefucnce shilrrs of 

certain companies in private 
sector and other securities, of 
such companies; 

(b) the policy of the Corpora-
tion in regarrl to its employees, 
and particularly in regard to 
emoluments, and service condi-
tions of fie1d workers who 
procure business for the Cor-
poration; 

(c) the uns:1tisfactory condi-
tion of various services render-
\'!d to policy holders; and 

(d) its policy regarding or-
ganisation of branches." 

The motion was negatived. 

Mr. Deputy -Speaker: I shall now 
get on to the nexi: item. Shri Jhulan 
Sinha . The hon. Member is not pre-
sent. Then the House stands adjourn-
ed till 11 A .M. tomorrow. 

The Lok Sabha then ad.ionrned till 
Elev en of the C'nck on Thursday, the 
5th December 1957. 

' 




