
l8 8 i Reference to Alleged 28 NOVEMBER ISM Motion re: Invest- ’1J&2 
inaccuracy to reply to t»vent Policy of Life

a Question insurance Corporation
[Mr. Speaker] 

companies nor the Federation is in 
his hands. Therefore, they are try-
ing to settle the differences, and that 
is the function of the Government. 
Still, if nothing happens it has to be 
regretted.

Shri Nhrayanankutty Menon: Sir, 
that is not a dispute between you 
and me. The hon. Deputy Labour 
Minister attributed to my letter a 
thing which I have not stated. Now 
it is for him to correct it.

Mr. Speaker: He must have quoted 
this also—if nothing happens this is 
what the President of the Federation 
says.

Shrimati Renu Chakravartty: May I
submit something?

Mr. Speaker: What is il that the 
hon. lady Member wants’

Kfrrimati Renu Chakravartty: You
should direct the hon Deputy Minis-
ter to express regret for the mistake.

Shri Abid Ali; What for?

Shrimati Renu Chakravartty: Foi
quoting what did not appear m the 
letter. I may also state that the hon 
Deputy Minister is given to making 
insinuations in reply always. So. it 
is better that he does it.

Shri V. P. Nayar: Let him say that 
he ould not understand that letter.

Mr. Speaker: I am afraid, one kind 
of wrong information has been 
answered by another kind of sugges-
tion that he is prone to make insinua-
tions.

Shri Narayanankutty Menon: I sub-
mit that the only question is that he 
has stated that I have written a par-
ticular sentence, and that is not there* 
in the letter That is the only question 
involved.

Mr. Speaker: Hon Members will 
understand the scope of this entry, so

far as corrections to answers are con-
cerned. It is always open to any hon. 
Member who feels that the Minister 
has not given a correct reply, or has 
understood his letter differently, to 
bring it to the notice of the Mouse.
1 give notice to the Minister to be 
present here and explain it. Now the 
hon. Member has read out several 
portions of the letter, and the hon. 
Minister also has read out some por-
tions. There the matter stands and 
nothing more is to be done. The pub-
lic at large are able to understand 
what exactly has happened in regard 
to this matter. Therefore, let us pro- 
reod to the next item.

1213 hrs.

MOTION RE INVESTMENT 
POLICY OF LIFE INSURANCE 

CORPORATION
The Minister of Finance (Shri 

Morarji Desai): I beg to move:
‘‘That the statement made by the 

Finance Minister in the Lok Sabha 
on the 25th August, 1958, regard-
ing the Investment Policy of the 
Life Insurance Corporation of 
India, be taken into considera-
tion ”

I have not a long statement to make 
at this stage, because the views of 
Government have been made known 
in the statement referred to in the 
motion. The statement is now before 
the hon. Members and the public for 
more than three months. I find that 
there is no grave criticism of this 
policy so far. Therefore, too, it is 
not necessary for me to speak now 
about any particular points which 
may arise for discussion in this 
policy. I should, however, welcome 
any suggestions or criticisms that may 
be made by hon. Members here after 
the deep consideration they must have 
given to this policy, and I may assure 
hon. Members that any suggestion 
that may be made will be carefully 
considered by Government and if any 
changes are necessary, the changes
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will be made by Government, if Gov 
emment agree with those suggestions

I may, however, mention one point, 
about which some doubts have been 
raised and that is the mention in this 
statement of policy that the Life 
Insurance Corporation will invest also 
m order to foster the good of the 
community as a whole Some people 
havt raised doubts that this might 
mean some pet schemes of Gov 
emment and not considued from 
the point of view of the good of the 
policy holders A1J investments made 
bv the LIC are governed by one pn  
mary consideration, and that is they 
must bt good and sound investments 
Therof01< whin these mvtstments aio 
made for tht <good of the community 
as a whole, it does not mi an that they 
ml ill not bt sound and good invest-
ments That condition, of eourst, will 
01 there and therefore, that feeling 
i>- not lu-itihfd md it should not bt 
thf h

It has also bten our experience now 
•hough tht time is \e rv  short, that 
during the last three months the LIC 
has found no difhcult\ in implement 
mg this polic\ They have re-coi^sti 
tuted then Investment Committee, 
which l-s 11 ov, functioning properly
and no diffii ulties have arisen so fai 
,md it is expected that no diffi-
culties will arise in the future 
/Vs I said before, I look forward 
to tht criticism and the sugges-
tions that will be made by the hon 
iWembeis in this House during this 
debate

Mr Speaker* Motion moved 
"That the statement made b> 

the Finance Minister in the
Lok Sabha on the 25th August,
1958, regarding the Investment 
Policy of the Lift Insuiance Cor 
poration of India be taken into 
consideration ”
Dr Krishaaswuni (Chingleput) 

Mr Speaker, the hon the Finance 
Minister has pointed out that the state 
ment has been before the country for 
the past two months and that there 
has been no serious criticism madt

of his policy I am grateful to him for 
having apnsed Parliament at last 
of the policy to be adopted for Invest-
ing life insurance funds

It may be that certain aspects of 
this policy are not satisfactory, it 
may be that other aspects can be im-
proved upon But here is something 
substantial on which the House can 
pronounce its views What 19 the poli-
cy that should be adopted m investing 
the funds of the life insurance corpora-
tion’ When we nationalised the msur- 
anu  companies—,thc 240 odd insur-
ant t companies —as my friend points 
out in his statement, wt took a revo-
lutionary step, tht full implications of 
which wort not understood or appa- 
lcnt, even to those who were most 
vocal on the subject of strategic con-
trols The extension of provident fund 
st hemes to cover industrial workers, 
the nationalisation of the Imperial 
Bank the nationalisation of the 240 
life insurance companies and the cre-
ation of lupeo accounts by foreagn 
Governments all taken together, Mr 
Speaker, constitute a radical transfor-
mation of oui mom ta n  system and 
public debt policy It is to be hoped 
that these extra departmental funds 
that will bt wisely invested so as to 
promote the greatest interests of our 
tommunity We have today acquired 
command over the annual net mvesti- 
blr income of the LIC to the tune of 
Rs 35 crores to 40 crores The addi-
tion to the provident fund each year 
would be of the order of Rs 20 crores, 
the Deposit reserves of the State 
Bank, though they fluctuate from year 
to year, would be on the average one- 
fifth of’ the total resoucrces of the 
scheduled banks The rupee accounts 
of the foreign governments which 
augment, at least temporarily, the 
reserves of the State Bank would also 
be substantial These extra-depart-
mental funds, if thev are utilised with 
wisdom and vision, can be shaped into 
a potential instrument for promoting 
economic development What is the 
policy that should be pursued in 
investing these life insurance funds’ 
In my opinion, the interests of the 
policy-holders must have the highest
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$n<$i\y. Secondly the wider social 
purpose of lending stability’ to the 
gilt-edged andl equity markets sheuld 
be borne in mind. As regards the 
in tenets a t the policy-holdters, it is 
the opinion of most of us that today, 
alter nationalisation, the primary 
Security for these policy holders comes 
frota file State. I t is, therefore, 
tieeessary that we should invest in 
thoafe funds hereafter on a basis 
Which ensures as high a profitable 
return to the policy holders as possi-
ble, rather than concentrate on in-
vestments which yield only a safe 
return. Therefore, one cannot appre-
ciate the significance that is attached 
to section 27A by the hon. Finance 
Minister in his statement. We had 
nationalised the life insurance com-
panies in order to prevent mis-use of 
funds. If this was the alleged motive 
of nationalisation according to Shri 
C. D. Deshmukh the then Finance 
Minister, it stands to reason that we 
should not necessarily subscribe fully 
to section 27A as the Minister appren- 
tly is doing. For, what was the pur-
pose of having section 27A in the 
original insurance Act? The purpose 
was to prevent mis-use of funds by 
the various private companies and to 
protect the interests of the policy 
holders. Now that we have got over 
that, it is not necessary to fix such a 
high proportion as 50 per cent for be-
ing invested in gilt-edged securities, 
to impart strength and stability to 
gilt edge market, a very valuable 
objective, particularly which is a valu-
able objective which can be promoted 
tqr the use of extra-departmental funds. 
I suggest that it may not be essential 
year after year to insist on the invest-
ment of 50 per cent in gilt-edged 
securities. Sometimes, in one year, it 
may be necessary to invest only 25 
per cent. Sometimes, in another year, 
it may be necessary to invest only 15 
per cent in gilt-edged securities. Some-
times, in another year, it may be 
necessary to invest even 75 per cent. 
I should not like a specific rule tying 
down that to be placed in the state-
ment of policy. Perhaps, the Minister

Corporation

fright Maw& jtaititinj: 6ut th it  in the 
e u ty  years uptU ypt have fconired 
experience it is necessary to follow a 
rule pf thumb, as it  were, and sug-
gest that 50 per cent should be in-
vested in gilt-edged securities. I 
would like to suggest at this stage 
that we should have a sense of per-
spective in appreciating how m odi 
should be invested in gilt-edged secu-
rities.

What is the position that we are 
lacing today? Our long term borrow-
ing programme for the coming seven 
years would be to the tune of Rs- 200 
frores per year. According to the 
present estimate, talcing into account 
the annual accretion to the provident 
fund and also the amount that is 
going to be allotted out of the life 
insurance funds, we would have subs-
cribed about one-fifth of the annual 
issue. It may not be necessary, as 
1 pointed out, and it is not necessary 
jnerely to subscribe out of this fund 
a specified amount. What is necessary 
)s to give support to the gilt-edged 
rnarket. It has also been pointed out 
that 35 per cent will be invested in 
approved investments. Here, I 
•should like to suggest that when we 
suggest that these funds should be in-
vested in approved investments, con-
centration or the accent should be on 
those approved investments which 
yield as high a profitable return as 
possible I am suggesting this 
caution at this stage because, there is
# certain tendency in certain circles, 
particularly among the hot-gospellers 
of the public sector to suggest that 
*ill this 35 per cent should be concen-
trated only in safe investments and 
pot in those which are as profitable 
£S possible in the approved invest-
ments. The remaining 15 per cent 
js to be invested in other investments.

One would like to ask certain ques-
tions. Year after year, the life in-
surance funds will be increased. 
There is a snow-fall effect, as it were 
in the case of most of our life insu-
rance companies. But, let <u realise
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that the increase in the life insurance 
funds will come from the pockets of 
those who, In nine out of ten cases, 
would have invested in equities. It 
is proper that we should invest in 
equities and the investments should 
be distributed as widely as possible, 
and there should be concentration on 
potential value. For instance, the 
annual demand of the public sector 
is of the order of about Rs. 200 crores 
for lending and other needs. There 
is no reason to expect that the private 
sector demand would be any less. 
It would also be about Rs. 250 crores. 
What is sucked out of private indi-
viduals should also be allowed to 
flow in some measure into those in-
dustries which would be vital for 
promoting our development. The 
L.I.C., in my opinion, should certain-
ly play a very vital part in the ab-
sence of an organised capital market 
There is no reason why the Life In-
surance Corporation should not play 
a positive role not only in buying 
debentures and shares but also in 
sponsoring and starting new ventures, 
and maintaining the strength and 
stability of the stock markets.

From this it follows that certain 
codes of conduct will have to be 
observed by the Life Insurance Cor-
poration. The Life Insurance Corpo-
ration must pass a self-denying ordin-
ance not to use its holdings of shares 
in companies in order to acquire con* 
trol over them. After all, the logic of 
the existence of the Life Insurance 
Corporation is one of imparting 
strength and stability to the equity 
market. It cannot be an agency for 
acquiring control and if it attempts to 
acquire control over, for example, the 
A.C.C. it would have its hands full 
with management and even cease to 
maintain strategic control over the 
economic sector. In ■short, the Life 
Insurance Corporation cannot be used 
for acquiring control by backdoor 
nationalisation In fact, it is a salu-
tary rule to propound at this stage 
that a financial institution should not 
be used for acquiring control over 
other companies for the purpose of

a} Lt/e Insvranct 
Corporation 

managing them. Indeed, ought to 
be clear that at times, there would be 
a sharp conflict between managing a 
company and promoting the basic in-
terests of the economy. At this stage, 
the Life Insurance Corporation should 
not De placed in the unenviable posi-
tion of having to reconcile what may 
be the two irreconcilables.

I should like to take up another 
point which is of very great import-
ance. That point has been referred 
to by the hob. Finance Minister in a 
rather cursory manner. For the pur-
pose of giving strength to this argu-
ment, may I have your leave to quote 
from the statement which has 
been presented by the Finance Minis-
ter? The statement remarks:

“It will, therefore, invest in 
ventures which further the social 
advancement of the country* It 
will take no parochial view. Its 
funds are drawn from dll over 
India and they will—as far as 
practicable considerations allow— 
be invested for the good of the 
entire country. Thus, there shall 
be a studied diversification of its 
investib'Je funds which is an es-
sential requirement of any insurer, 
particularly the sole insurer of a 
country.”

These are excellent sentiments. But 
the question arises, is the Life Insu-
rance Corporation going to be in a 
position to promote these ideals. I 
want to ask the Finance Minister this 
straight question. What has been 
done during the past two years'? 
During the past two years, the Life 
Insurance Corporation has been in 
existence. How far has it promoted 
diversification of Investments? There 
is a feeling in many circles in this 
country that this large monolithic Cor-
poration, by the very fact of its large-
ness, by the fact of Its operating from 
centres like Bombay and Calcutta, will 
not be interested in other centres or 
other areas of this country. It is ft 
point of view which has to be taken 
into account by those who are res-
ponsible for the financial management
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of our country. A large corporation, 
by the very fact of it* largeness, 
necessarily has a bias for concentrat-
ing on large invesments in certain 
areas, and we who are aware of how 
economic development takes place, 
realise that large funds will flow only 
into those areas which are very large-
ly developed.

Besides, when we talk of parochial-
ism, let us bear in mind that before 
nationalisation we had 240 odd insu-
rance companies which were investing 
in some small measure in different 
parts of India. Having nationalised 
these companies overnight, it may be 
that those centres which had these 
funds might be starved for want of 
funds. So, parochialism is not an 
unambiguous concept and it has to be 
investigated more closely. I would 
ask the Finance Minister in particular 
to lay on the Table of the House 
on another occasion, or towards the 
end of this debate, a statement show-
ing how the Corporation, during the 
past two years, has distributed its 
funds and in what proportion it is 
done. It is an important issue on 
which we should like to make up our 
minds, and I am only placing this as 
a positive suggestion far  him to con-
sider.

1 have always held the view that 
a monolithic corporation will not 
operate very efficiently. The only two 
controls that we have over the Cor-
poration are the Minister’s supervi-
sion and Parliament's exercise of the 
power of questioning and having de-
bates on the Corporation. I do not 
refer to what happened in the past, 
but 1 do realise that a Corporation 
which is very large and which has 
no competitor at all might really 
suffer from the very fact of not having 
competition. Even when we have 
nationalised life insurance business 
there is scope for permitting competi-
tion provided we split' the Corpora-
tion into five corporations and allow 
them, nationalised though they are, to 
compete with each other. It is not

a prospect from wfeich we need quail, 
and it is a point which we ought to 
consider definitely, because I feel that 
unless there is competition, it may not 
be possible for us to realise whether 
the business is run very efficiently. 
It is only when something goes very 
wrong, or something goes away with 
the Corporation, that Parliament will 
be seized of the matter. After all, 
we? realise that Parliament cannot 
interfere in the day-to-day adminis-
tration of the Corporation. That 
would be disastrous. Therefore, from 
the point of view of our knowing 
what is happening, it would be better 
to consider seriously the advisability 
of splitting the Corporation into five 
corporations competing with each 
other, thus being able to bring about 
a greater amount of efficiency among 
the different corporations. It is only 
a suggestion that I am throwing for-
ward. I believe in that case some of 
the objectives and sentiments that the 
Minister has given expression to in 
this statement of policy would be 
translated into practice more easily 
than would happen otherwise.

There is one particular paragiaph 
which heartened me in the statement 
The Minister points out that the Con-
troller of Insurance would have de-
tails regarding the Corporation’s in-
vestments, but what would be the 
purpose of the Controller of Insurance 
having this information? That in-
formation should be readily available* 
to Parliament, and it would be an 
advantage for us to have such in c l -
ination because we would be in a posi-
tion to throw light on the Corpora-
tion and its activities. I do want to 
point out that after all that has occur-
red, this Parliament cannot afford to 
dissociate itself from displaying an 
active interest in the affairs of the* 
Corporation.

As I pointed out, we have taken a 
very big step in nationalising life in-
surance business; but Parliament 
would continue to take a very ener-
getic interest in how the Corporation
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distributes its investments, how far it 
really supports the equity markets, 
and how lar it is able to promote not 
only the interests of the policyholder 
but also the interests of the commu-
nity as a whole

1 am very thankful to the hon 
Minister for having placed-before us 
a substantial document, and some of 
the criticisms that I have made will,
I hope, receive his earnest considera-
tion, and there might be some modi- 
Ucations made I do realise that in 
the case of this Corporation which *s 
a financial institution, we would have 
to take a great deal of care when we 
attempt to criticise its activities It 
does not mean that on that account 
we should not have an opportunity of 
reviewing its policies continuously 
Indeed, I should like to make the sug 
gestion to the Minister that once in 
six months a statement on the C01 
poration’s activities should be placed 
on the Table of the House so that we 
might have an opportunity to suggest 
amendments of policies to promote 
greater diversifications of investments 
which he suggests, should be one of 
the key features of the policy of in-
vestment of the Corporation

Shri Bimal Ghose (Barrackpore) 
It appears to me that two 1 onsiderd 
tions are involved m an examination 
of the problem before us One is the 
question of th< investment polic> 
the other is that of the machinen 
for making investments in pursuant.e 
of such a policy

With regard to the investment 
policy, I might cursorily refer to the 
point of view expressed m certain cir 
cles as to whether there was an\ 
necessity foi enunciating an invest 
ment policy Their point of view i-. 
that since the life insurance busint-.* 
was nationalised for making resources 
available for the Plan, the best course 
would have been to leave all the 
funds in the custody of the Govern 
ment at a guaranteed rate of interest, 
allowing the Government to invest the 
funds m such ways as they feJt neces 
sary m pursuance of the Plan I do

not think that is a view taat should 
be acceptable It is necessary that the 
Corporation should have an indepen-
dent policy of its own

Mr Speaker: Why were these com-
panies nationalised7 What was the 
primary object of nationalising the 
life insurance companies7

Shri Bimal Ghoae: The pnmai y  
object was that their funds should not 
be misused, and since the Government 
has control over the whole economj, 
wherever the Corporation may invest 
its funds, it must be in pursuance of 
that policy that is embodied in the 
Plan, whether the funds are given to 
the Government or even left with the 
Corporation, because if you invest in 
the private sector, that also will be- 
m pursuance of the Plan

This policy which has been 
enunciated and laid before us more- 
or less follows section 27A of the 
Insurance Act, and it has come, 1 
believe, after the report of the Chagla 
Commission because of the recom 
mendations made in that Commis-
sion’s report There have been some 
modifications and I first want to 
examine the modifications made in 
the old section 27A

One is in regard to section 27A(4), 
n z  that now the Corporation is per 
mitted to invest up to 30 pei cent oi 
the equitv share capital whereas 
undei the old Act the percentage was
10 not in the equity share capital 
only but of the subscribed share capi 
tal and debentures of any one com-
pany The reason given now is this 
that so many insurance companies 
have been nationalised that the figuie 
of 10 per cent is not relevant now 
Is that a fair consideration, because I 
believe the principle behind the 
original section 27A was that no insu-
rance company should be in a position 
to have too much influence in regard 
to any ont particular company in the 
private sector and control too much 
of its shares' It is not that so manv 
insurance comoanies have been
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nationalised and therefore the figure 
should be increased tram  10 to 80 per 
cent. If we accept the principle that 
no private company should be con-
trolled top much by any insurance 
concern, whether i t  is of' the tiovern- 
ment or under private auspices, then 
the figure of 30 per cent is high. I 
should suggest that the figure may be 
lower at 15 per cent with the proviso 
that if Government so decide, they 
may invest as much as they want in 
any company, because I am not against 
the Corporation securing even a 
major share in any one company pro-
vided the Government think it neces 
sary and decide that it is in the 
national interest, but otherwise I 
should think that th£ percentage of 30 
should be brought down.

In this connection I may ask the 
Government: when they have modi-
fied section 27A(4) why is it that sec-
tion 27A(3) has not been modified 
since that is also based on the same 
policy, namely, that no insurance com-
pany should invest more than 2 per 
cent in any banking company or in-
vestment company? Thai has not 
been modified now to say that the 
Corporation may invest up to, say, 10 
or 15 per cent of the shares of a bank-
ing or investment company. Section 
27A(3) has not been modified, and. 
therefore, I think that it is not right 
to have modified section 27A(4)

The second modification is in regard 
to Investments in private companies 
I should like to know whether it is 
Government's intention that private 
companies in the private sector would 
also be considered good enough for 
investment by the Life Insurance Cor-
poration or whether this amendment 
has been made merely to enable the 
Life Insurance Corporation to invest 
in the private companies in the public 
•sector only.

There are two other aspects of in-
vestment policy which deserve noticc 
One is what the Finance Minister has 
referred to here, namely, hat whereas

it was made dear that the Life Insu-
rance Corporation Will always keep 
in mind its primary obligation to its 
policyholders and work as far as pos-
sible on business principles, it has 
to keep before itself the interests of 
the community as a whole. I concede 
that so long as the two do not conflict 
there is no trouble. But if the two 
should ever conflict, I want a clear 
statement from the Finance Minister 
as to whether the interests of the 
community or the interests of the 
policyholders will be held supreme: 
if the two should conflict, as they may 
conflict in certain cases, there should 
be a clear statement as to which 
should be considered supreme, the In-
terests of the community or the in-
terests of the policyholders.

The second is in regard to inves-
tment operation vis-a-vis the stock ex-
changes. It has been said that the 
Life Insurance Corporation should not 
indulge in speculation, but at the same 
time, it has been said that there is 
no harm in buying in periods of de-
pression and selling in periods of 
boom. But that brings in a specula-
tive element in the transaction. If the 
House will remember, the former 
Finance Minister stated here that it 
was not the purpose of the Life Insu-
rance Corporation, once it has bought 
any shares, to sell the shares or to sell 
the debentures; once the corporation 
has bought, then it tries to maintain 
those shares in its vaults and not to 
sell them. If we accept the principle 
that there is no harm in buying 
during periods of depression and sell-
ing during periods of boom, we really 
are trying to stabilise the stock ex-
changes I have no objection to 
what the Finance Minister has stated, 
although I would not like to do that, 
and we should decide whether it is the 
policy of the Life Insurance Corpora-
tion to function, as the Reserve Bank 
does m gilt-edged securities, and 
carry on open market operations in 
equities with a view to stabilise the 
stock exchanges. If we do not intend 
to do that, as 1  think we should not 
do if we have the policyholders’ inte-
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rests supreme, then this kind of policy 
should not be favoured, and v 
.should not try to buy and sell 
securities

If we look a t the investments of the 
Corporation, we find that actually, 
since the business was nationalised, 
compared to the time before nation-
alisation, investment in the private 
sector has increased, while invest-
ments in gilt-edged and other secun 
ties and other investments have de-
creased If we take the appointed day 
in 1956, we find that the investment 
in debentures, preference and ordi-
nary shares was 16 8 per cent on that 
day while at the end of July, 1958, it 
was 19 per cent, in gilt edged and 
approved securities it was 73 1 per 
cent on the appointed day, and at the 
end of July, 1958, it was 71 9 per cent 
while in the case of other investments 
the figure has declined from 10 1 to 
91 per cent

In this connection, I should like to 
draw the Fmance Minister’s attention 
particularly to mortgages Why is it 
that mortgage loans are not allowed 
now’ Under section 27A mortgages 
are not debarred from consideration 
for investment It is in this context 
very surprising that the corporation 
wrote to a certain party who had 
applied for a mortgage loan on the 
3rd of September, that is after 23rd 
August, 1958 when this policy state 
ment was made—I have got a true 
copy here—to the effect that

‘The Coiporation has decided as 
a matter of policy not to grant 
new loans on mortgaged pro 
perty ”

I can understand not granting n< w 
loans at a particular moment of time 
but how can the Corporation say that 
it will not grant new loans as a mat 
ter of policy m view of the polity 
statement laid on the Table of the 
House by the Finance Minister I 
should like to have a clarification of 
that point as to whether i t  is the 
policy of the corporation not to grant 
mortgage loans 
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This point was raised by us during 
the discussion on the interim report 
of the Life Insurance Corporation, and 
the then Finance Minister had assured 
us that mortgage loans would be al-
lowed and that they would be revived 
It is very necessary that they should 
be revived, because this kind of loan 
is required particularly by a number 
of middle class people to build houses, 
so there is no reason why mortgage 
loans should not be allowed, because 
they are quite safe In all countne-, 
they are allowed In America, for 
instance

Mr Speaker Does this ban apply to 
policyholders also, that is, this piohi- 
bition on borrowing’

Shrl Bimal Ghose Yes all mortage 
loans are banned

Mr Speaker Whether by policy 
holders or by others’

Shn Bimal Ghose Whether by 
policyholders or by others -

Mr Speaker Are not policy holders 
allowed to borrow on the security of 
their insurance policy’

Shrl Bimal Ghose Yes that is there 
But I am talking independently of 
that

This form of investment has always 
been favoured I was saying that 
even in America about 20 to 25 per 
cent of tht funds are invested in mort- 
gagt loans So it is not that it is an 
unsafe mv« stmcnt and it is an in-
vestment which n> necessary m our 
country Theiefore I do not under- 
si in d wh\ mortgage loans have been 
stopped at th< moment and particu-
larly how th t Corporation can write 
that they hav< been stopped as a 
matter of policy because the policy 
does not debar mortgage loans

Before I go on to the question of 
the machinery, there is one question 
that I should like to ask of the 
Fmance Minister, and that is whether 
under section 8(2) (b) of the Act, 
Government want to frame rules for
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guiding investments to be made by 
the Lite Insurance Corporation. There 
are certain provisions in the Life In-
surance Corporation Act, such as sec-
tion 6 (2) (b ), section 19 for the setting 
up of an investment committee, and 
section 43 (2) under which this policy 
statement has been made and section 
27A of the Insurance Act made effec-
tive. There is also, in relation to 
section 6 (2) (b), the relevant provi-
sion in section 48 (2) (g) for making 
rules for guiding the Corporation in 
regard to investments. I should like 
to know whether Government want to 
take advantage of this provision and 
make any further rules for the 
guidance of the Corporation in the 
m atter of investments.

Coming to the machinery, I want to 
say two things. The first is that 
although we may enunciate principles, 
they are not enough. We have found 
that even before section 27A was made 
effective, during the few months 
during which the Corporation was 
functioning, the old investment com-
mittee had adopted a policy of invest-
m ent more or less on the basis of 
section 27A of the old Insurance Act. 
But, nevertheless, the Mundhra deal 
was possible. It was not that they 
had not adopted a formula, but they 
did not observe the formula. So, we 
have to be very careful here that the 
machinery that we set up is such that 
this formula that we have now evolved 
will be complied with.

The second point is with regard to 
the tendency to which my hon. friend 
Dr. Krishnaswami had referred, 
namely, of concentration of activities 
in particular localities; it appears that 
all financial activities are going to be 
concentrated in Bombay. I have often 
spoken about that; and that is not a 
very healthy phenomenon.

I find that the reconstituted invest-
ment committee tha t has been set up 
this time does not contain anybody 
who has intimate knowledge of the

capital markets in Calcutta. The fo r-
mer investment committee had one 
such person. 1 do no t know if t a t  Is 
anybody who has information about 
the Madras market, bu t t h e  w a n -  
stituted investment committee dees 
not contain anybody who has any i n t i ­
mate knowledge of the capital m arket 
in Calcutta.

You may remember that the former 
Finance Minister had introduced a  Bill 
which he had to withdrawn, namely, 
the Life Insurance Corporation 
(Second Amendment) Bill of 1967.

That Bill convisaged a provision for 
setting up advisory committees in 
Bombay, Calcutta and Madras. I 
believe that is a salutary provision, 
that there should be advisory 
committees in Bombay, Calcutta and 
Madras, that a proportion of funds 
should be allocated for investment in 
such markets. Otherwise there is ten-
dency for all the investments to be 
done in Bombay or through the Bom-
bay market. If the hon. Minister likes, 
he may also include Delhi and Kanpur 
in this list, but there should be dis-
persal of funds for investment in dif-
ferent regions and localities. For that 
purpose, it is desirable that there 
should be advisory committees or even 
the present advisory committee, which 
should, however, consist of people who 
have knowledge of local conditions and 
local markets, should at least meet in 
these different regions so that there 
may be dispersal of investments so 
that each region may get a fair pro-
portion of the investments made by 
the L.I.C.

I hope the Finance Minister will 
take note of the suggestions I have 
made and give satisfactory answers.

f f P f s m  w  % i f *  «£***& I

*«t t  j«fT 11 ^
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Shrl Achar (Mangalore): The policy 
laid down has been considered and 
there is almost unanimous agreement, 
as is clear from the attitude taken 
up by Members Opposite also. So I 
do not wish to say anything about the 
policy.

I only want to make one or two 
suggestions. The income of the LIC is 
increasing. They will be able to in-
vest large amounts year after year 
and probably more hereafter. In fact, 
the Deputy Minister stated during 
Question Hour that they had a record 
business last year, though there has 
been a certain amount of criticism 
that though the business has been a 
record one, the LIC has not made as 
much progress as the insurance com-
panies used to do when they were 
under private management. Anyhow, 
this is not the occasion to discuss tha t 
aspect of the question. I am only try* 
ing to m ake one o r two suggestions 
which I  would request Government t« 
consider.
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The income of the LIC comes from 
a ll parts of the country, from towns, 
from villages where the insurance 
habit is developing very much. When 
that is so, we have no doubt to consi-
der the interests of the policyholders 
uppermost. In fact, it is their money 
which is almosft a trust money in the 
hands of L.I.C. From that point of view 
we should consider this aspect of the 
question also whether the capital 
available cannot be made available to 
the smaller people also who live in the 
villages and the mofussil. Instead of 
investing in the cities and big towns 
and industries and equities and gilt- 
edged securities, should not the in-
vestment be made in that area also? 
I am suggesting whether the Govern-
ment cannot think of investing these 
funds in loans etc. that may be floated 
by the local boards, the district boards 
and municipalities. We know that 
several municipalities are lacking in 
funds and the State Governments are 
not able to supply them with the 
necessary funds. They are floating 
loans which are not sufficiently sub-
scribed sometimes.

IS hrs.

The improvement of the municipali-
ties and the improvement of the mo-
fussil areas under the district boards 
have very often to face difficulties. 
These governmental and semi-govern-
mental bodies like the local boards, 
district boards and the municipalities 
are not able to And sufficient funds. I 
am only requesting government to 
consider this aspect of the question 
whether this large amount coming to 
this organisation from all parts of the 
country—to a considerable extent from 
the villages also—in the interests of 
the country—and I am sure it is not 
going against the interests of the 
policyholders—should not be invested 
in the loans that are floated by the 
local bodies like the district boards, 
the municipalities and the like.

If there is any statutory difficulty—I 
do not think there is any—the In-

surance Act should be amended to

Corporation 
that effect. I would request Govern-
ment to consider that aspect of the 
question.

The other suggestion that I would 
like to make is with regard to the 
smaller industries and the smaller con-
cerns that are coming up in the district 
and taluk headquarters. Of course, 
so far as the small industries are con-
cerned, we have got the Small Indus-
tries Corporation also to give them 
loans. But, we also know how to a  
considerable extent, when these 
applications are made, funds are not 
available.

1 am making this request also whe-
ther the LIC funds should not be made 
available for the purpose of helping 
these institutions by granting them 
loans. I do not mean that any risk 
should be taken or that the policy-
holders’ interests should not be looked 
into. So far as that is concerned, 
safety has to be considered. But, while 
considering that, I  think, it should be 
possible to invest a considerable por-
tion of the amount in these smaller 
concerns. Probably, some organisation 
is necessary to find out how it can be 
invested. I would request the Gov-
ernment to consider this aspect of the 
question also and see whether the 
funds could not be made available for 
the smaller concerns in the mofussil.

Shri Morarka (Jhunjhunu): Mr.
Speaker, Sir, we are thafikful to the 
Finance Minister for placing before 
this House a statement of policy con-
cerning the investment of the LIC 
funds. The statement says, in para-
graph 3, that 'while ensuring the 
safety of the policy holder’s money the 
possibility of augmenting the profits 
has also been afforded’. I think. Sir, 
this is the main guiding principle for 
the investment of these funds.

The first principle which must apply 
to the investment is safety and the 
second is profitability. May I say with 
great respect that there cannot be any 
third consideration for the investment 
of these funds, howsoever noble and 
laudable that other objective may be?
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A fter all, these funds belong to cer-

tain  classes of people. These a re  thefar 
■aviwgjr There are about 55 lakhs of 
policyholders and the total am ount is 
about 400 and odd crores of rupees. 
On an  average, i t  comes to about 
Rs. 800/- per policyholder. One cannot 
say, therefore, that these savings or 
funds belong to a class which is very 
rich and can afford to lose these funds. 
Therefore, my humble submission is 
tha t there cannot be any third consi-
deration to guide the investment of 
these funds except the two which are 
enumerated in the statement and 
which I have also mentioned. Among 
these two, the first is the safety and 
the second is profitability.

Now, because safety comes first, a 
large portion of these funds has to 
be invested necessarily in those securi-
ties where the fluctuations are less, 
where the risk of losing the capital is 
the least; tha t is, in gilt-edged and 
government securities.

Section 27A prescribes a definite and 
rigid limit, that is a certain percentage 
that m ust be invested in these gilt- 
edged securities. A t the same time, in 
order that the investment may also 
earn profit which is more than usually 
realisable on government securities, 
certain latitudes are given. And, those 
are in the form of investment in 
approved securities and in other 
securities.

There is one statement in this policy 
statement which I cannot understand. 
Though the Finance Minister tried to 
explain it, still it is slightly ambiguous 
and that is in paragraph 7. It says:

“It will”—it “means the LIC—
therefore, invest in ventures which
further the social advancement a t
the country.”

What is social advancement of the 
country? Any activity connected w itk 
the social welfare or social advance^ 
m ent of the country may be •  venture

Corporation

in the social advancement oft the oeu»- 
try. Vet, invartiMKt in that ventaape 
may not be as sate or fuecatim or pro-
fitable as is required under the r a te  
of mund investment

As you know, sometimes Govern-
ment have to invest funds in venture* 
on considerations other than m ere 
considerations of safety and profit-
ability. But, for that puxpose, if the  
Government wants to m ake use of th e  
funds of this Coaperation, they m ost 
provide a cushion. You remember th a t 
when the Government floated th e  
Industrial Finance Corporation an d  
wanted the banks and other innrrinne 
companies to subscribe to  share capi-
ta l of that Corporation, they gua-
ranteed a certain minimum rate  o f 
dividend and also the safety of th e  
capital.

Similarly, if I remember correctly, 
when the Warehousing Corporation 
was floated, again, similar guarantees 
were given.

If the funds of the Life Insurance 
Corporation are to be invested in any 
social advancement venture which 
does not satisfy the guiding principles, 
namely, safety and profitability, then, 
I think, in fairness to the policy-
holders the Government must provide 
a cushion and must give a guarantee 
about the safety of the funds and a 
minimum return.

In this connection one of the  
speakers, Shri Ghose, said that all 
the funds of the Corporation m ust 
be taken over by Government, a  mini-
mum guarantee of returns should be  
afforded and these funds should be 
utilised for the puxpose of the Plan.

9hrt Bimal Ghoee: I did not say so. 
That was not my opinion. I  said th a t 
was a view expressed with which I  
did not agree.

Shri Morarka: I stand corrected. I 
do not a&» agre» with this view. TW» 
will virtually mean investing cent per 
cent o» the funds at' the Corporation
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in the gilt-edged securities. While it 
VMUd ensure a  definite minimum 
retum , it  would a t the same time 
ettdlmger the Bafetjr of the funds.

Dr. Krishnsswami, on the other 
hand, was even objecting to the rigid 
limit of 50 per cent. He thought that 
no limit should be prescribed for 
investment in gilt-edged securities. 
His contention was—if 1 understood 
him correctly—that this m atter should 
be left free and the Corporation 
should be allowed to invest more and 
more funds in the equity capital of 
the ventures, both old and new. 
There are different views expressed 
about investment in the equity’ share 
capital and there is a view expressed 
here by an American author which 
goes so far as to say—

‘'Investment in common stock is 
not investment at all, but specula-
tion and morally wrong for life 
insurance companies. ‘I am 
against it’, says one leading life 
insurance official. I think it 
would be a sin to utilise policy 
holders funds to speculate in com-
mon stock.”

The second objection which people 
took in other countries also against 
the investment of these funds in the 
common stock was that unless there 
are definite and rigid limits, life in-
surance companies, particularly when 
they happen to be one single monopoly 
corporation, would have a tendency 
to invest more in one company in order 
to capture control and management 
and thereby build an economic em-
pire around itself. Apart from the 
managerial difficulties which the Life 
Insurance Corporation would create 
by such activities, in principle it 
would be wrong because it is none of 
the functions of the Life Insurance 
Corporation to take over the manage-
ment of other companies. We know 
unfortunately a t present the Corpora-
tion has been saddled indirectly 
though with the management of cer-
tain ooneerat. The Corporation has to 
put its officials through the High

Courts and have a  voice in  the 
management of big companies anal 
corporations where the Corporation has 
a big stake.

There is also a strong argument 
why investment in these common 
stocks should be allowed and that is 
that when the country prospers and 
when there are very good companies 
which have a good record of divi-
dends, good record of stability without 
any risk of investment in those shares, 
there is no reason why one of 
biggest investing bodies should not 
benefit by investing its funds in that* 
shares also. Therefore, I think th ii 
policy statement has rightly allowed 
the Life Insurance Corporation to  
invest its funds in common stocks also, 
but has laid down a limit of 90 per 
cent, of its ordinary shares in any 
single company.

Objection has been raised that this 
30 per cent, is too high. I also feel 
that 30 per cent, is too high. But then 
there is another consideration to this. 
Before these companies were nationa-
lised there were about 240 different 
companies and each company waa 
allowed to invest up to 10 per cent, of 
the subscribed capital. When these 
companies were nationalised, it is quite 
possible tha t when all their invest-
ments were put together, the Corpora-
tion might have come in possession of 
shares which are more than 15 per 
cent, or even 30 per cent. If you 
were to enforce this rule of 10  per 
cent, or 15 per cent, today you would 
be compelling the Corporation to 
disinvest its funds from the shares. 
Those shares might be quite good, 
might be lucrative and a sound invest-
ment.

What about future investments? X 
do not think that the Life Insurance 
Corporation after various censure* th a t 
have been passed by this House, would 
ever dare invest funds in any risky 
ventures and would ever dare invest 
funds more than 10 per cent, of the 
capital of that company, unless of 
of course there are very good reasons.
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The reasons «nay be it  may be a  Gov-
ernment corporation with a definite 
future with Government guarantees 
and things like that. In those circums-
tances, 1 do not think that there should 
be any objection in this Corporation 
investing its amounts.

There is another point which I want 
to say and that again is in the state-
ment. The modification of section 27, 
sub-section (a) permits the Corpora-
tion to invest in private limited com-
panies. This is a new thing. Shri 
Ghose said if this is only for the pur-
pose of enabling the Corporation to in-
vest in Government companies which 
are technically private companies the 
objection would be less. But if under 
this section you are permitting the Cor-
poration to invest funds even in pri-
vate companies of private individuals, 
I  think the objection is very strong, 
because under the Companies Law pri-
vate companies are not subjected to 
the same scrutiny, to the same vigil-
ance as the public companies are. The 
affairs of these companies are not 
known to the public; the public is not 
entitled to know them; their accounts 
are not audited in the same way and 
these companies are not subjected to 
the same regulations as the public 
companies. Therefore I think that 
there is a lot of force in this argument 
tha t the investible funds of the Cor-
poration should not be allowed to be 
invested in the private companies in 
the private sector.

There is one thing more. I do not 
think that all the private companies 
which are in the public sector should 
be permitted to be invested in Unless 
a company owns an industrial 
undertaking, no investment should be 
made in that by the Corporation. We 
should not make any investments in a 
company whose business by its very 
nature is of a speculative character. 
For that purpose the statement of the 
hon. the Finance Minister requires cer-
tain  clarification and the Corporation 
must be given some directiw e in that 
behalf. One great m erit which invest-

Corporvtian

ment in the common stock or equity 
capital, as i t  is called, has, is that it 
diversifies risk. Safety of the funds 
also includes diversification of risks 
and to  the exent to which the risk is 
diversified the funds are safe and to 
that extent the first condition is 
satisfied.

Therefore, I feel that by and large 
the whole policy enunciated by the 
Finance Minister is acceptable and is 
very satisfactory subject to the few 
things which I have said.

Two or three hon. Members who 
preceded me have argued here— 
though not very germane or relevant 
to the issue under discussion—that 
this monolithic Corporation should
be split up into five or six different 
units. That would make the mana-
gement more efficient and create com-
petition and further the interests of 
the policy-holders better. May I
say with great respect that I  do not 
agree with this view? I t would have 
been one thing to create five or six 
corporations to begin with, but it 
is another to split them now and 
again create troubles which are 
hardly over. When these 214 com- 
paines were merged into one single 
Corporation, it lead to a lot of prob-
lems—teething problems if you may 
call so—and even today, I do not 
think the Corporation has got them 
over. When these problems are hard-
ly over, you decide to create again six 
bodies and again create those problems 
of disintegration.
13-22 hrs

[Shri C. R P attabh i Raman in the 
Choir.]

In that case, when would this Cor-
poration pay attention to the real busi-
ness for which it was created? They 
would always be busy in integrating 
and disintegrating offices and corpora-
tions, divide the assets And liabilities 
and policies and so forth. I, therefore, 
feel that we should not think in terms 
of dividing this Corporation into small 
units at this stage. We mtiat give it a 
fa ir chance and allow it  to stabilise and
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then see whether it functions properly 
o r not and whether in spite of all these 
the need to split it into smaller units 
still exists. Therefore, I oppose this 
view and I thank you very much for 
this opportunity.

Shri Dasappa (Bangalore): Mr.
Chairman, I am very happy that the 
investment policy of L. I. C. has been 
clearly laid down by the Government.
I wish very much that it had been done 
even earlier. In fact, under section 
43 of the Life Insurance Corporation 
Act they did contemplate the applica-
tion of section 27 (a) of the Insurance 
Act to the Life Insurance Corporation 
with suitable modifications. But some-
how that idea never matured till the 
25th of September last. Possibly, if 
the Government had been vigilant and 
also mindful of their own assurances, 
the mishap or misadventure which 
happened during the period could well 
have been obviated and so this has 
come none too soon.

With regard to the particular points 
referred to in this policy statement, I 
am almost in entire agreement though 
might have a few general observations 
to make not necessarily arising out 
of the statement. At the time of the 
enactment of this Act I was onr of 
those who definitely held the view that 
it is not wise or good to have a mono-
lithic structure and that it would bo 
better if every State of this Union 
would he permitted to have its own 
Life Insurance Corporation or com-
pany and that in any case such of those 
who had their own life insurance sche-
mes should be permitted to continue 
them. I tried to reason out to the best 
or my humble capacity but it carried 
no conviction to the hon. Finance Mi-
nister then. Even now, I feel it is 
wrong from every point of view to 
have monopoly in life insurance in the 
country. That is my definite view. 
While I entirely agree that there is 
merit in nationalisation, I do not sub-
scribe to the view that it must be one 
[jjg( huge, colossal Corporation in India 
ell centralised I would say that

Investment Policy 
of Life Insurance 

Corporation 
wh v.v subscribe to the vityr of na-
tionalisation, we must permit every 
State to have its own life insurance 
scheme. The reasons are very obvious.

The Minister of Revenue and Civil 
Expenditure (Dr. B. Gopala Reddi):
Come to the investment policy.

Shri Dasappa: My hon. friend says 
that I must coniine myself to the in-
vestment policy. If only he had alert-
ed the first speaker, the second 
speaker, the third and the fou rth .. . .

Shri Bimal Ghose: The second
speaker spoke on the investment 
policy. I did not speak on anything 
but investment policy.

Shri Dasappa: The first speaker at 
any rate. Why should he have his 
daggers drawn at me alone? (Inter-
ruption*.)

Mr. Chairman: He meant to say 
that he was in good company.

Shri Bimal Ghose: The first speaker 
was the Minister.

Shri Dasappa: I am speaking about 
Dr. Krishnaswami and Shri Morarka.

Shri Morarka: What did I say?

Shri Dasappa: You opposed it; my 
friend forgets what he has spoken.

Shri Morarka: The hon. Member 
was not in the House. He went out 
and when he came back he could not
gather the thread of the debate..........
(Interruptions.)

Shri Dasappa: 1 do not know whe-
ther I have got to disbelieve my eyes 
or my ears or both. He seemed tt> 
suggest that it was not a wise policy 
to break up this organisation into 
five or six.

Shri Morarka: That was only in 
answer.

Shri Dasappa: I  am saying he
referred to the subject. That is all 
that I have said.

28 NOVEMBER 1858
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Mr. CKMflMMtt: Z Oink the Minister 
« l t t M  to m nptr fla t here we we#* 
concerned With the policy of Invest-
ment. H u t is a ll

ftaUHt  fk tk n  Das t t a q m
(Iflasar): May t  sttggest th a t w hat {he 
hon. Member is saying is also a means 
of finding out avenues for invest-
ment? t f  there are so many com-
panies the money may be invested in 
different States in the m anner sug-
gested and 1  am  sure he  is also dis-
cussing fhe  investment policy in 
this way and he is not irrelevant in 
Alls Way.

Shrl b t n p p t :  That is exactly the 
point. If  anybody has any doubt 
I am going to  illustrate my rase, 
f h e  idea which was a t fhe back of 
all the hon. Members who referred to 
this question was tha t every part 
at the country should have its due 
share of the advantages of the in-
vestments. If tha t is a thing which is
irre levant..........(A n  Hon. Member:
No, n o ) ..........then I really cannot
understand what is relevant___

Shrl D. C. Sharma (Gurdaspur): I t 
is very relevant.

Shrl Dasappa: I t can only be
achieved, I  believe, not by having 
this huge, monolithic structure, nor 
only by diversifying the investments 
but also by diversifying the manage-
m ent of the Corporation.

I am saying this not without some 
experience of the working of S tate 
life insurance schemes. I happened 
to  be in charge of the S tate life in-
surance when I  was, in  a  small State 
maybe, but atill I had th is scheme 
working very successfully. I  am 
referring to  Mysore State. I t started 
with a  total revenue of Rs. 2 crores 
to  Rs. S crores. But if you just eva-
luate tiie productive assets that the 
S tate has built up  it w ill be compar-
atively very much more than What 
any other S tate has done. I ask, Sir, 
w hether U is n o t worthwhile to  in- 
vtisflgate how th a t S tate has been able 
to  build those productive assets.

I  entirely agrae w ith  my bon. friend 
Shrl M ortttii, fke said Stunt If 
these investment# are  to  read* fhe 
private sector i t  should certainly fe* 
not fa r  commercial ventures And 
undertakings bu t for development o f 
these productive assets, namely in-
dustries. I  quite appreciate th a t 
point. X was illustrating this po te t 
to  support w hat my hon. friend, 
Pandit Thakur Das Bhargava, was 
saying.

We had these life insurance funds 
a t our disposal. Sir, I am  not very 
m uch worried about the safety of the 
life insurance funds.

Seme Hon. Members: Why?

The Deputy Minister of Finance 
(Shrl ft. R. Shagat): Not worried?

Shrl Dasappa: Sir, even Shri
Bhagat is surprised at my statem ent 
I am not worried, for this obvious 
reason that the whole thing is 
nationalised, and therefore it  is a 
national trust for the Government to  
see..........

An Hon. Member: Now it is a
national worry.

Shrl Dasappa:.......... tha t the policy-
holders’ interests do not suffer. They 
cannot suffer. And what is more? If 
they had seen the investments they 
would have realised that as much as 
70 per cent, and more .are invested in  
gilt-edged securities and approved 
securities. When you have such a  
large percentage of investment in 
them, I do not know why my hon. 
friends should be harping on the 
question of safety. Shrl Ghose said, 
I  suppose very rightiy, when the 
whole of the life insurance business 
is nationalised the Government  a t  
India may take ever the entire funds 
of fhe Corporation and give them th e  
necessary interest to  see tha t the  in- 
te n e ts  a t the pgttey-tMiUtats a re

Shri W s f t iw l  (Soratfe): What
about the loss in "Mundhr* deal”?



H a t t o n 38

Sappoaing a Iocs is incurred as a 
result at investment, how w ill it be 
M b  good?

Shri H aaaw r I  am afraid, my 
lyw friend has not followed my 
argument. I said, it the Government 
at Tt*'*’ 11 faifc— over all the funds on 
tike !*■«« c t giving an adequate re-
turn to the Life Insurance Corpora-
tion, tow  will the interests of policy-
holders suffer? Therefore, the 
H andhra deal* does not come in; the 
K undhra deal’ comes hi only when 
the Life Insurance Corporation tries 
Dm gamble with its investments. Bat 
the suggestion, which of course did 
not fl" 4  acceptance a t the hands of 
Shri Gfcme, is not going to minimise 
the safety of investments by the Cor-
poration in any way and that special-
ly when most of it is going to be 
invested in gilt-edged securities. 
Therefore, I would not in the least 
be worried if that policy is to be 
accepted, unless you find thBt the 
Government goes bankrupt. That is 
a different thing; I do not think even 
in their wildest imagination they 
■will ever suggest an occurrence of 
that sort.

Sir, I was referring to the question 
of the States having their own life 
insurance corporations for the fulfil-
ment of the objectives which are 
now set out in this investment policy.
I was saying that Mysore built up its 
productive assets. I t so happens that 
today’s mail brings me a letter from 
an industrial concern in Mysore State 
to which I, during my term, had 
advanced a  sum of Rs. 10 lakhs be- 

it fait the need* it was short of 
funds. They now say: "We are very 
happy to report to you the news that 
we have paid back the whole of the 
amount with all the interest, and the 
industry to on a very stable and sound 
fftftUng; we are now declaring divi-
dend and bonuses.” I  ask, is not 
a great social purpose served by the 
funds which the Government had at 
its f l ip *"*1 whose fund* w en  
...prumtafl by the receipts of the life 
inseMnc* scheme which it had?

Investment JFMKctf *»**• 
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Therefore, I say It would* he a vary 
great national service which we cs* 
do if we allow every State to have its- 
own life insurance corporation.

Then, in the alternative, I plead,. 
if you are so averse to trusting your 
own State Governments and encour-
aging them to find funds to meet their 
State demands, you could at least 
split the L.I.C. up into five insurance 
corporations.

Shri Msrarka: Not now.

Shri Daaana: That is your view. 
My hon. Mend thinks that wisdoav 
does not lie apart from himself.

Shri Morarka: And you agree.

Shri Dasappa: I cannot so readily 
agree to that.

Sir, I do not know whether Shri 
Morarka remembers that the hon. 
Prime Minister while speaking on- 
this subject here or in Rajya Sabha— 
at any rate, 1  listened to him—re-
ferred to this monolithic structure of 
the Life Insurance Corporation and 
also referred that it may be desirable 
to consider whether anything could 
be done to change that character. 
This is what the hon. Prime Minister 
said in Parliament. Therefore, the 
idea is not so very strange. If Shri 
Morarka thinks that it can never be 
done now .T  do not really know why 
the hon. Prime Minister should have 
referred to it. I do not think he would' 
have referred to something which 
would become impossible of achieve-
ment.

Shri Mtonwka: I never said that it 
can never be done. All that I sakT 
was that a t file present moment It 
was not desirable to do i t

Mr. Chairman: I t is a matter 
opinion.

of

Shit 1 — Wat I  do not kndw why 
my hon. ftiead is so very afftergie to 
any criticism that I  am making: What
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I aay is, if a  thing is good by itself 
it  has got to "be done. He says the 
tim . is not propitious. Sir, I would 
like to indicate the time and I 
would not pursue that point any fur-
ther. Let it be one year, two years, 
five years or ten years . . .

Shri Morarka: Give a fair chance to 
ftiig Corporation. Let it stabilise.

Shri Dasappa: He does not indicate 
the time; he leaves it to the glorious 
fu ture and makes it as indefinite as 
possible. I have a  different notion of 
m y responsibility. If I say the time 
today is not propitious, I think of 
tomorrow or the day after.

Mr. Chairman: The hon. Member
m ust try to conclude his speech now.

Shri Dasappa: Is there a time-
limit, Sir?

Mr. Chairman: Yes. I have got a 
number of speakers on the list.

Shri Dasappa: I have hardly got 
into the subject. There were so many 
interruptions.

Mr. Chairman: The hon. Member
may go on and try  to finish as quick-
ly as possible. I am calling Shn 
Asoka Mehta after this.

Shri Dasappa: I am equally an-
xious to listen to my hon. friend.

My next point is about the develop-
ment of the work of the Corporation. 
I feel, apart from this question of 
zones which I will now leave to it-
self, that certain arrangements in 
regard to agencies would greatly help 
in  spreading the net wide, and 
securing more policy holders and 
funds a t our disposal. I have been 
a t  this point for a fairly long time. 
I  have mooted this point here also. 
Today the Life Insurance Corpora-
tion thinks of, what is known as ‘per-
sonalised service*. I have been unable 
/to understand this expression used

by the Life Insurnce Corporation. Hi* 
idea is that the field agent could* only 
be an individual and not a partner-
ship or a co-operative venture. 1  
thought that instead of an individual 
agent if half a  dozen of them pool 
their resources together they could 
render much better service to the 
Life Insurance Corporation than they 
could do as isolated individuals. 1  
do not know why the Insurance Cor-
poration has not chosen to welcome 
this co-operative effort on the part of 
agents, where they could pool their 
resources, have common offices and 
all that and work more vigorously. I 
really have been unable to understand 
it even in spite of my best efforts.

So, there are these ways of getting 
more funds. After all, what are we 
getting now? No doubt the teething 
troubles are over and we are doing 
much better than a t the beginning. 
But the people are becoming insur-
ance-minded, and we ought to be 
able to mop up very much more than 
what we are doing today. Therefore, 
I suggested that point I  just leave 
that suggestion for the consideration 
of Government, for this notion of 
personalised service makes no sense 
to me. There can be no institution 
without persons. They should wel-
come the idea of co-operative efforts 
for the kind of agency work that the 
Corporation has.

With regard to investments, as I 
said, so far as the question of gilt- 
edged securities and approved securi-
ties goes, there is no change. 50 per 
cent is the limit. Certainly the Life 
Insurance Corporation is at liberty to 
invest anything more than that in the 
gilt-edged and approved securities, 
and that is how we find today that as 
much as 71 per cent, of the funds 
has been invested in these gilt-edged 
and approved securities.

As regards the other approved in-
vestments, such as the debenture, pre-
ference and ordinary shares, and so 
on, my submission is, as Shri Simal
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Qhoae said, they are increasing. They 
c#n very well increase even up to 30 
£er eent. What is wrong with it? In 
fto*t, the idea of the hon. Minister in 
wying that the interest of the com-
munity as a  whole has to be maintain-
ed and safeguarded can only be carried 
out through the investments which 
they have enlarged from ten per cent 
to 30" per cent. I welcome this 
arrangement.

Shri Morarka was saying that it is 
possible that the Life Insurance Cor-
poration finds itself, with regard to 
certain private companies, that it has 
an extent of more than 80 per cent 
of their equity capital. He asked what 
is to be done or something like th a t

Shri Morarka: Not private com-
panies.

Shrt Dasappa: I am talking of 
these,—what you call,—public com-
panies. The public companies and 
the public sector make different 
meanings altogether. What I say is, 
the Life Insurance Corporation may 
invest more than 30 per cent in these 
public companies, because there are 
240 insurance companies which they 
have taken over. The provision is 
there in the investment policy. If 
more than 30 per cent has got to be 
invested the Life Insurance Cor-
poration Investment Committee can-
not do it. They must come with a 
recommendation to the Government 
and the Government can have 30 
per cent or 60 per cent or 80 per 
cent; may be 90 per cent or oven 100 
per cent. Therefore, there is nothing 
to prevent the L.I.C. from investing 
more than 30 per cent if it becomes 
necessary.
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what it is—a huge numclithic struc-
ture—their vision will be more confin-
ed to the bigger concerns and not on 
the poorer, smaller concerns, in the- 
various regions of the country. Sup-
posing there is a 20-lakh project in my 
State, it is very difficult for that en-
terprise to go as far as Bombay and 
make itself felt and be able to secure 
some aid. Therefore, the Life In-
surance Corporation must have some 
idea of this diversification being 
State-wise so that every State may 
have its share of the advantages of 
this diversification. I do not think 
that is too unreasonable or extrava-
gant a plea. I am afraid it is not 
possible now. If there are State 
Insurance Schemes, it could have 
been easily possible. What I would 
suggest is that in its investment 
policy, whether it is by way of a dir-
ection issued by the Central Govern-
ment or by any other way, the persons 
charged with the investment must be 
specifically directed or asked to see 
that these smaller companies are 
helped by these funds.

I can give instance after instance 
where such help has gone to help the 
industries. I need not mention the 
one which I have already referred to, 
but I now mention another. There 
is a textile company whose Rs. 50- 
share came down to as low as 
Rs. 2-8*0 a share. It was almost 
sinking. The Government went to its 
rescue because they had this fund at 
their disposal, and today, that en-
terprise is paying 16 per cent, dividend 
regularly. Therefore, it is possible 
to build up the national economy on 
a wider basis if the Corporation funds 
are invested in the manner which 
I have been pleading.

One plea has been made right from 
the bee Inning, namely, that this idea 
of diversification, being an excellent 
idea, must bear fruit. The natural 
fear is this, in this connection, and 
the hon. Minister, will kindly forgive 
me and forgive the others who have 
ventured to refer to this point. I t is 
this, namely, the structure being

I have said most of what I wanted 
to say. I am inclined to agree with 
Shri Morarka that these private com-
panies, if they mean non-Govem- 
ment private companies, should not be 
very much thought of in regard to 
investments and for very good 
reasons. They have got very many 
other institutions from which they”
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[Shri DasQppa] 
can get aid if they deserve it, but I 
think it will lead to complications if 
the Life Insurance Corporation’s 
funds are thought of for the benefit 
of these private limited companies.

With regard to the other invest-
ments, I think the Life Insurance 
Corporation have got to be con-
gratulated on the fact that they have 
kept their investments, other than 
those to which I referred, very much 
below the limit. I hope that the fact 
that they have been permitted to have 
as far as 15 per cent should not mean 
that they should necessarily resort to 

• other investments up to 15 per cent 
limit.

I have really great pleasure in wel-
coming this policy. In the end I re-
quest the hon. Minister to give us 
half-yearly reports, as suggested by 
some hon, friends, so that we 'may 
throw such light on the transactions 
as we think is desirable, in the in-
terests of the country as well as in 
the interests of the Corporation, and 
contribute what little we can to the 
successful working of the Corpora-
tion.

Shri Asoka Mehta (MuzafParpur): 
Mr. Chairman, Sir, as we look at this 
investment policy, we can look at it 
from two possible angles; either we 
want an investment policy which is 
known as a sound policy or we have 
an investment policy which is dove-
tailed into a socialist policy. This 
whole question of nationalisation of 
life insurance was dealt with partly 
as a reaction and a revulsion to the 
mismanagement that was taking place 
in some of the life insurance com-
panies, and partly because the country 
at that time was profoundly interest-
ed in a search forward towards 
socialism.

Recently, certain incidents that we 
aU know of, have given a jolt to this 
process of nationalisation, and I do 
not know if perhaps the climate in 
Ihe country as a whole has somewhat

cooled off as far as socalism is eon- 
cemed. I would, therefore, like to 
place before you two approaches, and 
suggest why I feel that the second 
would be better than the first. This 
particular policy statement has been 
placed before us on the plea that it 
adopts or it sanctifies the main pro-
visions of section 27-A of the old 
Insurance Act, and it is said that these 
provisions have stood the test of 
time. Firstly, these particular pro-
visions were introduced into the Act 
only at the end of 1950. I believe by 
that time the insurance companies 
were nationalised. I do not think the 
competent authorities had more than 
five years’ information at their dis-
posal to study and scrutinise and reach 
any conclusions. Secondly, the life 
insurance companies were nationalis-
ed because it was felt that in spite of 
the provisions of this Act, things 
were not as they should have been.

It would, therefore, be better il 
we do not fall back upon the pro-
visions o f this Act and the way those 
provisions were acted upon in order 
to strengthen our case now. After 
all, only on merits these provisions 
can be considered and perhaps tiiese 
provisions make out a case for a 
sound investment policy. I would like 
to remind the House that national-
isation of life insurance followed in 
the wake of the nationalisation of the 
Imperial Bank of India. We were 
told by the then Finance Minister that 
this was done because it was essen-
tial for the implementation of our 
Plan. I am not going to suggest that 
all the monies of insurance should 
be invested in the Plan; I am not 
making any such juvenile suggestion. 
When the then Finance Minister, who 
is one of the acutest minds in our 
country, said that this was es'sential 
for the implementation of our Plan, 
he had two things in view; (i) 
mobilisation of savings in the country, 
and (ii) an investment policy which 
would be in conformity with tbfi 
Plan. Is this investment policy in 
conformity with the Plan? Is this
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th e  best investment policy that we 
can Hftve?

Before I go into all those de-
tails, I would like to analyse i t  on 
its own merits. As Z said, it is 
conceivable that we are not interest-
ed in  socialism just now; we are 
just interested in having a sound in-
vestment policy. Even from that 
point of view, it must be realised that 
by the time the third Five Year Plan 
is over, the L.I.C. funds will be 
Ba. 8,000 crores or Rs. 10,000 crores. 
Can you conceive of these funds in 
isolation? What is the Plan after 
all? As the Finance Minister knows 
very well, the Plan is nothing more, 
nothing less, than an investment 
policy for all the internal and ex-
ternal resources both in the public 
sector and in the private sector. Such 
large funds—Rs. 10,000 crores— 
would mean almost one year’s 
national income at the beginning of 
our planning period. This huge 
amount that would be available has 
to be fitted in adequately and prop-
erly into an over-all investment 
policy which we must evolve.

I have supported that policy and 1 
am sure we are committed to what is 
loosely called a policy of mixed 
economy. We do not want that our 
entire economy should become one 
undifferentiated public sector. If 
the private sector is to continue to 
grow and blossom in the manner in 
which we would like it to, what should 
we do? We have been told last year 
with the blessings of the Government 
a very influential delegation was sent 
out—maybe year before last—and thi« 
Birla delegation came back and said 
that the difficulties are not about 
getting foreign capital, but about 
infernal resources. Have we made 
adequate provisions to meet that 
difficulty also?

If the traditional pattern is to be 
followed, I  find in foreign coun-
tries, the life funds are invested in 11

Corporation 
avenues which have b a n  • provided 
for investment; Government securit-
ies, corporate bonds, preferred stocks, 
common stocks, policy loan*, mort-
gages, real estate, private business 
loans, purchase of commercial and 
industrial properties with the pur-
pose of leasing them back to the 
sellers, promotion of new enterprises 
and foreign investment. I t would 
have been useful to know how many 
of these 1 1  avenues are going to be 
explored or whether some of these 
avenues are definitely closed. But 
a general statement has been made 
that more or less the provisions of 
section 23A are going to be continued.
I would like to know, if a broad 
pattern has to be followed, out of the
II  avenues—possibly there may be 
more; I am not claiming that my list 
is exhaustive—how many are ruled 
out and why.

My friend Shri Bimal Ghose raised 
the question of mortgages. Today 
the question of housing is becoming 
a problem in India. I am not making 
any plea for Bombay city, as I  never 
make any plea for any one part of 
the country, but as an illustration, in 
Bombay city, an enquiry was made bv 
a competent official body and It said 
we would require Rs. 20,000 crores 
to solve the housing problem in 
Bombay. Should the Life Insurance 
Corporation think in terms of build-
ing up certain real estate areas’ 
Mortgage is one way of doing it. You 
permit people to construct on their 
own and give them certain facilities. 
The other way is, you take certain 
areas and build houses. I t is a kin* 
of planning, of perspective con-
struction. Is it possible or should the 
whole housing be left to somebody 
else? Our departments and agencies 
proliferate. The large investment 
that the Life Insurance Corporation is 
in a position to make can provide a 
haria or focus where some of these 
dispersed activities can be t n o i b t  
together. Is any effort made in that 
direction?



S~$fc5 ‘ Motion! x « ' 28 HDVX3&0& i«98 ‘ THoettmeM.-Pvticv xgaS
of JAf* Insurance

[Shri Aaoka l&ehta]
In  some foreign countries, this idea 

of purchase of commercial and in-
dustrial properties with the purpose 
-of leasing them back to the seller is 
being carried out extensively, the pur-
pose being that you release part of their 
own funds for working capital for 
these concerns. I do not know whether 
it would be wise or whether the p ri-
vate enterprises in India are worthy 
of such support. If you w ant to have 
a broad type of policy, there also my 
suggestion is there is room for further 
thinking.

Then again, constantly we are told 
tha t any investment policy must be 
such that there will be no kind of 
risk involved in it, and that these are 
sacred or trust funds. I grant tha t 
any public corporation m ust be very 
vigilant and careful about the way it 
uses the funds. But nowhere in the 
world has anyone been able to exer-
cise or organise an investment policy 
with 100 per cent security guarantee. 1 
have some figures about the United 
States of America. A study of 26 
largest life insurance companies by the 
Securities and Exchange Commission, 
which is a government body, for the 
decade preceding World War II show-
ed that they had to w rite off a loss 
of 269 million dollars in the real estate 
loans and 624 million dollars in the 
stock and bond accounts. The life* 
insurance companies in the U.S.A. arc 
in the private sector. 26 biggest life 
insurance companies lost a billion dol-
lars in a decadc, it is truly a turbelrnl 
decade.
14. hrs.

(PANDIT THAKAR DAS BHAR-' 
BAVA m the Chair]
I am not saying that our in-
vestment policy should be such that 
it should involve any loss and the 
worthwhileness of the policies should 
be judged by the losses they make. 
All I am saying is that in all these 
matter? we must not lose our pers-
pective or balance. Maybe something 
happened during the Mundhra episode, 
which was very unfortunate; but that
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should not colour our thinking so 
completely that we are all the tim e 
frightened of embarking on an imag-
inative policy. I hope there w ill not b e  
large losses, but there may be losses, 
and no investment policy can be 
worked out where people demand th a t 
there should be a  cast iron guarantee 
against any kind of loss, whether i t  is 
the public sector or the private sec-
tor, no m atter where the insurance 
companies are located.

Then, even in the United States of 
America this question has been very 
squarely posed. The Harvard Busi-
ness Review, one of the most sober 
journals of commercial opinion, as 
early as 1946 posed this question. It 
said:

“Policyholders will have to 
choose one day not too dist-
ant, between continued secu-
rity for their policies and 
more security against cyclical 
unemployment.”

This is the choice which the policy- 
holders have to make. Do you w ant 
the kind of security, I would say 
wooden security, for your policies or 
arc you willing to invest against cer-
tain social disabilities and disadvant-
ages that should be warded off to cer-
tain advantages that should come? A re 
the investment funds going to be used 
for the purpose of fostering and devel-
oping the co-ordinated sector in our 
cconomy or are they going to be used 
all the time as a widow clings to her 
mite? I would say that a country 
like ours, with all its faith, with all 
its confidencc, should see to it that the 
fullest provisions are made against any 
kind of maladministration, against all 
mismanagement and should always 
function with hope, with confidence, 
with faith and in a manner whereby 
the resources that we have will be 
utilized, not for the purpose of assur-
ing a widow's security bu t for the p u r-
pose of h av in g 'th e  possibilities and 
perspectives that a pioneer sees or the 
voyager seea when he moves forward 
on a voyage.
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Here again the best authorities on 

ffae subject my that boiled down and 
stripped of qualifications, the real 
basic investment policies are two— 
investment for income and investment 
for appreciation. Do you invest only 
for the income or do you invest also 
for appreciation? That is a m atter to 
be decided, and I hope that is one of 
the crucial things that the Finance 
Minister would allow us to decide. Are 
we interested purely in accepting the 
theory of investment for income or 
are we interested also in the theory of 
investment for apreciation? As has 
been stated, probably he will come 
forward, and very rightly, and very 
wisely he would recommend, as he 
recommended in his policy statement, 
what we might call the theory of 
"balanced Fund”. But the moment 
you accept the theory of balanced 
fund, you have accepted the theory 
of investment for appreciation, and 
any theory of investment for appre-
ciation cannot be hundred per cent 
guaranteed in favour of security. m

I welcome the proposal tha t has 
been made that the funds of the Life 
Insurance Corporation will be used 
with discrimination and great care 
under requisite caution as a counter-
speculator in the stock exchange. Re-
peatedly, even a t the cost of being 
misunderstood, I have argued and 
have pleaded for such a policy. And 
there are various reasons for it, the 
most important being tha t since, I  
think, increasingly the L.I.C. is going to 
be the single biggest shareholder in 
the country, it has got to see that its 
own investments are properly safe-
guarded and, secondly, if you aTe 
interested in the theory of investment 
for appreciation, obv'ously then you 
are tremendously interested, the Cor-
poration should be profoundly in-
terested, in the prospects and the fluc-
tuations in the stock market. Ob-
viously, it will not function as a bull 
in the China shop. We want it to act 
as a counter-speculator, as a stabilising 
force. Therefore, I feel that even if 
we want to follow the traditional 
policy, even if we want to accept and
250 (Ai) LSD.—S.

develop in terms of the traditional 
policy to which we are acdfttonwd to, 
as we move forward with growing 
resources, we will find that the pres* 
sures of socialistic policies are going 
to become more and more significant 
and, therefore, I shall turn to what 
I mean by the socialist implications of 
the investment policy.

The first thing is that if we mobilise 
these savings for our Plan, then all 
savings must be treated alike. I have 
a feeling that we are treating the 
contributions of the poor people, the 
provident fund and the small sav-
ings, not on the same basis, not on 
par with the savings that are covered 
by the L.I.C. I do not know If my 
findings are correct, but if they are, 
I find that the average value of life 
policy has gone up after nationalisa-
tion from Rs. 3,100 to Rs. 3,500. If 
that is so, in spite of the Janata poli-
cies that we have launched—and at 
the launching of it I  had the privi-
lege of being associated with our 
Finance Minister in Bombay—it is
found that the average size of the 
policies are becoming larger, compar-
ed to the conditions of our people in 
the country. Now the provident funds 
and the small savings, to the best of 
my knowledge, do not share in the 
profits, while the life insurance poli-
cies, many of them, enable them to 
share the profits. Now this is a mat-
ter to be considered. These two.types 
of savings, when both of them are 
being mobilised for the purpose of our 
Plan—I-include both in the Plan, the 
private sector or the public sector— 
why should there be this discrimina-
tion? Because, the Government, have 
already guaranteed,the life funds; tfeg 
principle of guaranteed yield is .im-
plicit in the Government’s guarantee, 
the yield being assumed in the consr 
truction of the premium. Over and 
above that, they share the profits and 
so various difficulties arise.

Now this is a question which should 
be considered: I am not saying -today 
or tomorrow, if  .we want to create, if  
this country -a uniform impulse . A y
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contributing to the  accumulation of 
capital tha t i t  needed for the devel-
opment of our country, whether all 
the— contributor* have to be treated 
«o par o r they should be treated se-
parately, where ultimately savings are 
concerned, which a ll have been guar* 
an  teed by Government, w hether it u  
provident fund or small savings or 
life insurance funds, whether there 
should be any kind of difference are 
m atters which have to be gone into.

Then, whether you have an Invest* 
ment board or an investment com-
mittee, the investments should not be 
in any kind of hand-to-mouth manner, 
bu t should be properly planned and 
co-ordinated. Today there is the In-
vestment Advisory Committee, which 
ju st gives advice and it is probably 
inside the Corporation itself tha t deci-
sions are taken. The Investment Com-
mittee should be a competent body. 
Whether, it is inside the L.I.C. itself or 
separately from it is again a m atter of 
detail. But we should have at its dis-
posal increasing amounts from year 
to  year that are to be invested, and 
there should be a proper picture be-
fore it  as to where those investments 
are to be made. I think the private 
industries should also get Investments 
of funds of the L.I.C. and the industries 
should place their schemes, their 
plans, their prospects, their prooosals. 
all of them, before the L.I.C. That is 
done in the case of any lender, parti-
cularly foreign lenders. Even so great 
o r  proud a nation like ours has to 
place all these things before the World 
Bank if we want anything. We have 
the Company Law Administration, the 
Life Insurance Corporation, and a 
variety of these institutions todav in 
the country. I  would like them to be 
Integrated in a m anner whereby not 
only the private sector is enabled to 
function freely and effectively, bu t at 
the same time, it functions within the 
four corners of the Plan and in accord-
ance w ith the social discfoline and 
social obiective that we are determin-
ed to  Implement in our country. The 
Life Insurance Corporation funds pro-

vide you w ith « tremendous opportu-
nity to see that the social discipline 
and social objectives are carried out. 
I do not know w hat the Policy state-
ment under discussion precisely 
means, there are general statements 
here. They might mean anything or 
they might mean nothing. I would 
have liked this Life Insurance Corpora-
tion investment policy to have been 
so worded, or at least, I hope it w ill be 
so worked out that the social discipline 
and social objectives are really made 
effective. I t is possible, for instance, 
to invest up to 30 per cent in an indi-
vidual concern. In this also, there is 
no idea of increasing nationalisation 
in this. Those of us who accept an 
economy wherein there is scope both 
for the private sector and the public 
sector, and both are considered rele-
vant and necessary for the full flower-
ing of the economic destiny of our 
country, are not interested in introduc-
ing anything by the backdoor. What 
is important is that the private sector 
in this country has not functioned in 
a manner as would leave it beyond 
reproach. If it had functioned in that 
manner, there would not have been 
this Income-tax Investigation Com-
mission and there would not have been 
this new Life Insurance Corporation. 
People like me would have pleaded 
for them. A large majority of the 
people, sober and practical in their 
outlook, would never have supported 
that kind of a step. We have moved 
in this direction not only for purely 
ideological reasons, but mainly be-
cause of the actual difficulties and 
mischief that we have encountered. 
That is why I say that this can be a 
kind of instrument for seeing that the 
social discipline and social objectives 
are carried out.

I t is rather interesting to find that 
the British Labour Party, after travel-
ling in various directions, has come to 
the conclusion that nationalisation is 
no longer necessary. As against that, 
the British Labour Party’s new policy 
which it hopes to implement if it 
comes into power is that, the Govern-
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ment will invest in different com-
panies, the idea being that you share in 
the rising prosperity of those concerns. 
Particularly such investments are very 
necessary and very useful in what may 
be called the growth sector of our 
economy where conspicuous benefits 
are likely to follow as a result of the 
development that we are carrying on 
today, and secondly because it pro-
vides you with sensitive instruments, 
instruments which are built—in, into 
those undertakings themselves through 
which you can prevent wrong things 
being done and see the right kind of 
social discipline all round. This can 
be just a stray investment or all 
these investments are co-ordinated 
There is a purpose behind it, a pat-
tern behind it. There is a well arti-
culated policy behind it. It is not 
clear whether these scattered invest-
ments are going to be made by just 
looking up the prices of shares, quota-
tions on the stock market and then 
deciding what you buy or sell in order 
that you may have a little more income 
or it is going to bp worked out as a 
result of a detailed study of the eco-
nomy, of the direction in which you 
want to go. of certain people who 
need to be pulled up, of certain peo-
ple who need to be encouraged, of cer-
tain industries which are located in 
the growth sector where we should 
have a fairly large share in the grow-
ing prosperity of these industries. 
These things mav be there, I do not 
know, because it is a rather cryptic 
statement. I would like the Finance 
Minister, if it is possible, to take us 
further into confidence. I say, if it 
is possible, because these details are 
not worked out. If they have not 
worked out, on a later occasion we 
might be told how his mind is work-
ing.

I  was in Egypt and I found that the 
nationalisation of the French and Bri-
tish Banks and the French and British 
Insurance companies, which was car-
ried out immediately after the invasion 
of Suez and which was carried out 
entirely for other reasons, as you 
know, has led to remarkable economic 
consequences. H ie leaders of the

Egyptian Government toldf me that 
they are not interested in nationalisa-
tion any more. I asked them, why. 
They said, in SO per cent of the com-
panies—they are all important com-
panies in Egypt—with the nationalisa-
tion of these important banks and in-
surance companies, we have enough 
participation and we are able to in-
fluence and control things. In India, 
not only have the Life Insurance Cor-
poration with large funds, but the 
banks are today bursting with funds 
which are not being fully utilised. On 
the one hand, there is this cry that 
there are not enough internal resour-
ces. I am not talking about the diffi-
culties of the Government. But, busi-
nessmen are saying that they are in 
a position to do many more things, 
but the tight internal resources posi-
tion creates serious difficulties. We 
shall soon be engaged in drawing up at 
our Third Plan. I  personally would like 
the Third Plan to be proportionately 
as ambitious as the Second Plan was 
with reference to the First Plan. If 
it is to be done, the resources of our 
banks have to be fully utilised. They 
cannot all be utilised piecemeal. How 
to utilise the resources that are with 
the banks today for the furtherance 
of the Plan, how to utilise the resour-
ces that are with the Life Insurance 
Corooration for the furtherance of the 
Plan, all these things have ultimately 
to be co-ordinated. I am not suggest-
ing that we have a further prolifera-
tion of more Boards and more 
Bureaus. May be that in a developing 
economy that we envisage, some pro-
liferation is inevitable. Whatever is 
done, I would not like all these invest-
ments to be carried out in a kind of 
side way, un-related, un-co-ordinated 
or at least not adequately relat-
ed and adequately co-ordinated for the 
overall purposes and policies of the 
Plan. I have, therefore, on more than 
one occasion in the past, argued and 
pleaded for a National Investment 
Board, and that we have to move in 
that direction. In the last analysis, the 
Plan is effective only to the exent 
vou are able, on the one hand, to 
mobilise the fullest possible resources
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of the country and on the other hand, 
to work out and implement the most 
effective, the most efficient and the 
most productive investment policy that 
you can concieve. It is wrong to 
speak of the private sector and the 
public sector. To my mind, that is a 
controversy tha t need not cloud all 
our discussions. If a National In-
vestment Board is to be created, the 
nucleus is already provided by the 
Life Insurance Corporation funds. Any 
authority that is clothed with the 
power and responsibility of utilising 
these funds should realise, should be 
made to realise that it is either the 
nucleus of a larger body or that it will 
be integrated into such a larger body. 
If the Finance Minister agrees with 
me and if we are really serious about 
socialism, we have to move towards 
some such overall investment policy 
which can only be implemented by a 
National Investment Board.

In conclusion, I would like to say 
that even if this policy is viewed as the 
traditional policy, a policy which was 
pursued between 1950 and 1958, a cer-
tain amount of further thinking needs 
to be done. We are in 1958. Things 
have changed. Whether the avenues 
for investment that we decided upon 
in those days are still the avenues or 
they can be widened or narrowed 
needs to be considered. Secondly, 
even if we accept the old policy, the 
mere fact that the size of the funds is 
going to be disproportionately large 
compared to 1950—by 1960, the funds 
would be two-fold or threefold or four-
fold than we were in 1950—by itself 
should compel us to think out this 
policy more fully than seems to be 
done in the paper that has been given 
to us. Thirdly, I have been contend-
ing -that if we want to move towards 
socialism, the whole investment policy 
should be dovetailed into an overall 
investment policy, an overall invest-
ment Plan. We have already started 
having annual plans. The annual 
plans will move forward to a national 
economic and investment policy. All 
these tools and techniques are being

reviewed. I  am  ju st pleading tha t 
we move a little faster and make it 
possible for us to forge the tools and 
techniques earlier than we are com-
pelled to do w ith the development and 
pressure of circumstances. These, in 
brief, are the comments that I have to 
offer.

w n n w  (fljrfiq rra w ): 
tn m ftr f t
t o r  arc? w  s w  fNn*r w
WIT •flfct far wft
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Vt HUT 9TVTX

*T5 TW flF
% far ^  I &

'aft 'ftftr *  a w  f*TT* STPTT 
far ^ sttf ofir 5pn$
anr f  1 ^  îg^rr ft? 

arr *ft w  vr far
arm at ^  wftt

■?rrf^ ft* W#* *ft ITT 'T vPTR 3TT ?h> 1 
* f t  W*f H*TPTT air 3ft ftr *TT-

vrx. *n^ft t ,  crrft? gxvrx «rr ^ r
T̂T f t  <ET% I

fPPT #  'n rf  wft *nit t  f a  sfrn- 
afYrrr f * m  «mr sfr *rc 1 f a f r r c r

S  W V T  f*r TTS? «PT ^TPT 
VC TO t ^  I 4  W  STRT %
r^t SWcJT, 5haT ft? f 3  KTfpfal 
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Fprnnr 1 ?ft ^i^cii g f a  
^  if fnrraT srw *ft

ftr .2T *  f ,  *At  q?rr T^rr
$»Trft TTS^T ft*TT I

srrwz fVrPrcs 
w r  f  JilVn ^  ®ft Pf

1 s f t  t o t  ?*r 
far v  w  ?ft q yr *r**5r

[ft*TT I JTttPTff T R p w t f»T 3faPT
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5̂  m m  'wht sfrfpY 1 

I itrr ^ r a R  eft ^  |  ft? ?*r *w sft 
jjt^RT % v t  s rr v * r  ^  P n f
MTfwft ^tt«<i Tt«i*ii«ii:*in p t 1
#  59 ».nr % i^ v ix  ?F t̂ vtsit f v  5# w
*W >̂t ^5TT OT OTR XSRT ITflpC •
IrfSpr 3w w r ^«ft*r t t  Tre^tW OT ?t 
»wr t  at f f f  « r  ^ft ?^3n ^ t  

eft ^ r v r x  ^  ^  1 T is f w r o r  ?> 
«rr? w v r  •rr ^»t ^ w t  % ftr? 

Psn%?TT ^t »nft 1 1 w  
f^srr «pt ^rarar xw»rr 5t»rr 1 ^  

^  ^  ^  9*n(rarT Pp w r ww  »rc <TT"* 
w r r ^ f i x ^ ^ t P i r ^ ^ r ^  ^tsnr 

, m  o t r ’ x m  w t  n r w w w  | »
Ttgf r ffPCT $  % WK V t W t



1937 Motion re
Investment Policy of 

L ift  Iruumnce
•  Corporation

[<ft fT J irn r f^ ]  

wt w*r f t  ariw t  ts r  v r  «*t <5WT 
TMf.$«TS*Wt *TRI?*TT^Itf^q: iStftf* 

f a r  *fr w  *rer % v h t r  »i$r «rorr 
ftr aft^T * tur P m  «pt ift f w  
^ t  v r o r  t  ^ sw t ^cfm r w r  ^ th  

3rftK w ro «n*r rft ^*n5t 
W  ?rc* ferr ft? ^*n?r ait w  ere?

*r*r P m  t %\ $  ^ m « r f t r r  ft v  'v n  
s v f ta  ifr^TT % g ^ c f t Vt ^TT 
A  i

«w tjv  « fk  s s m  1 1  
«*ir m fln ft t o  *fCt* tnpr apftT $«ftc 
«nft j f  |  farcw *reft * t  a n tffq r
flraffiNt«i?t«rT*wsft£ i
*ngnr ft? * t $  qtft *ffcrcT w t  *r * m f t
«n$ ftr w  «pt v r  ^ r  * ? t f^=?rr w  
wtft >ftnr snft* <rc h w i  i w * t 
5 w r ^ ? r ^  ?j$r $ i* p tc
I S  **faT * t  5ft?T iftT ĝ Tflf Sfift 
¥ t  ®rw tft 5TO ?iV $*nrr
tn ?  % % r  A  w n ,  ^  *[?v ^  3ft 
m v  f t  w*r *ptcut |  ^sr fW t 
t f tr  5ftart f ^ r  *it*tf % »mr s**frr 

f*ni% <mr «fht ^  t ,  ^pfft̂ r 
«rtr v n r  ft^prr *fK w  ^

*ft $»ft I

« ft m n ft ( ^ fo 5 !t)  : StPpt fa r  
TTfatfr ^  % ftnr ^ ju t  «pr?r

«n#»Tr ?

•ft u r o i  ^ : eft h t v r

% «TRT ^ t  T«̂«TT I HTTPC *rrt€t 
fcft S i

«ft w i» ft: *rft» r *w  v m  spfta 
qrc *nrr fiwT a n w  ?ft fcr fat? v ? r
% BOTT ?

C6<fte of CM I Pro- x $38  
cedure {Amendment)

BiU

*rft W M  f t l f : T lf tR
VT rft V t f  |  | $  tit
tfV ft^TT ^  W  ?  I "fTT W<R ^ T | 
?fr **ra?lr ?TB{fNr J? an ^  £  %fa 
? * r^  5 O JTt^TT *fft sar?r $  ft? t o ?  
w r r  ? i fw  w f h f t  i«r 9nnrr f r  
^  I A  I l f  «R*TT ^TfcTT
i ..........
Mr. Chairaum: It is now 2-SO. We 

have to take up Private Members' 
Bus^jiess. The hon. Member may con-
tinue the next day.

14*29 hrs.
COMMITTEE ON PRIVATE MEM-
BERS’ BILLS AND RESOLUTIONS

T h i r t i e t h  R e p o r t

Sardar A. S. Saigal (Janjgir): I bee 
to move:

“That this House agrees with 
the Thirtieth Report of the Com-
mittee on Private Members’ Bills 
and Resolutions presented to the 
Houye on the 25th November, 
1958.”
Mr. Chairman: The question is:

“That this House agrees with 
the Thirtieth Report of the Com-
mittee on Private Members’ Billt' 
and Resolutions presented to the 
House on the 25th November, 
1958.”

The motion was adopted.

CODE OF CIVIL PROCEDURE 
(AMENDMENT) BILL*

(Amendment of Section 100)
Shrl Naldurgker (Osmanabad): I  

beg to move for leave to introduce a 
Bill further to amend the Code of 
Civil Procedure, 1908.

28 NOVEMBER 1988

•Published in the Gazette of India Extraordinary, Part II—Section 2,
dated 28-11-1958.




