
Mr. Deputy-Speaker: Now, we take 
up the third reading. First, in 
amendment Nos. 183 and 184, there 
are certain mistakes that have occur
red. The intention has not been made 
clear by amendment Nos. 103 and 
194. So, 1 shall put the amend
ments—Nos. 195 and 186—as moved 
by the Finance Minister to the vote 
o f the House.

The question is:
Page 7, line 34, add at the end:

Hin the case of an individual 
or a Hindu undivided family 
which consists only of the 
Karta, his wife and children, and 
Rs. 10,000 in the case of any 
other Hindu undivided family**

The motion was adopted.

Mr. Deputy-Speaker: The question
is:

Page 6, line 2,—
after “Rs. 5,000" insert "or 

Rs. 10,000, as the case may be.”
The motion was adopted.

Mr. Deputy-Speaker: So, this
correction is made. This alteration is 
accepted by the House.

Now, the question is:
“That the Bill, as amended, be

passed” .
The motion was adopted.

I <893 -Fnroroc* (Amend
ment) Bill

INSURANCE (AMENDMENT) BILL

Mr. Deputy-Speaker: We now take 
up the next item, the Insurance 
(Amendment) Bill for which one hour 
has been allotted.

Shri Dasappa (Bangalore): Two
hours.

Mr. Deputy-Speaker: It is one hour 
put in here, perhaps by mistake. If 
it is two hours, it is all right, and 
I will look into that.

The Minister of Finance (Shri T. T. 
Krlshiuunaeharl): It can be verified.

Insurance (Amend-  118^4- 
ment) BiU

Shri Dasappa: I remember it. It ia- 
two hours.

Mr. Deputy-Speaker: It is two hount- 
I think it is wrongly entered here.

Shri T. T. K ,>»h" » l" Mh»rl: Mr,
Deputy-Speaker, Sir, I beg to move^

“That the Bill further to amend 
the Insurance Act, 1938, be taken 
into consideration.”

The amendments sought are compara
tively innocuous. I shall not take the 
time of the House with a long speach.

Section 42B provides that no insurer 
shall transact business through *  
principal agent after 31st August, 1957; 
that is to say principal agents as they 
exist today in the general insurance 
business will go out of business after 
that date. These principal agents 
employ ordinary agents under then 
who bring in business. Some of them 
have also been performing some, 
administrative functions like issue o f  
cover notes and survey of risks. They 
receive a commission of 20 per cent, o f  
the premium, if it is fire and miscel
laneous insurance, and 15 per cent, if 
it is marine business; out of this they 
had to pay out the commission to the 
ordinary agents at 15 per cent, or 10 
per cent, of the premium, respectively 
in the two categories of businam. 
mentioned.

Section 42B was inserted in the 
Insurance Act by the amendment Act 
passed by Parliament in 1950; thus 
notice of termination of the principal 
agency system was given both to the 
insurers and the principal agents seven 
years ago. However, the general insur
ance industry has now taken stock o f 
the situation, and we have also had 
the position examined. The number o f 
principal agents has remained at about 
800, of whom about 340 are indivi
duals, 160 are firms and 300 limited 
companies Individuals can under the 
Act, function as insurance agentsr 
hence principal agents who are indivi
duals will be able to continue in the 
business. Such a facility will not b e  
available to firms and limited com
panies as they cannot at present take*

4 SEPTEMBER 1957
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out licences to work as insurance 
agents. This position ia proposed to 
be remedied by this B11L

Though the principal agents may 
consider it a hardship not to continue 
to be in business, they must have been 
prepared lor this since they were w«U 
acquainted with the provisions of sec
tion 42B ol the Act. However, the 
industry has now pleaded that the 
institution ol principal agents has been 
rendering good service and should be 
continued. In fact, the recommenda
tion ol the industry has been that the 
institution should be regarded as 
having come to stay. After the coun
try attained independence and more so 
after the commencement of the Plan, 
there has been a considerable expan
sion in industry, and with such expan* 
sion, the need for insurance at all 
stages and of all types has come to 
Teceive growing appreciation. To meet 
this need, many of the companies and 
Arms who have been in the field as 
Principal Agents have been rendering 
increasing service to the Insured and 
the insurers alike. By virtue of their 
practical knowledge of the processes 
and requirements of the industry, some 
■of them have been in a position to 
advise the insurance companies about 
the relative merits of the risks under
written by them. The industry has, 
therefore, suggested that it will be in 
the interest of development of the 
general insurance business if these 
companies and firms are allowed to 
continue.

In short, therefore, the suggestion 
lias been that the system of Princi
pal Agents should not be abolished or 
in other words that the restrictions 
imposed in section 42B of the Insur
ance Act should be removed. This, the 
Government could not concede. It 
could not continue to recognise a 
special or privileged class of agents 
■beyond the period of seven years pro
vided for the Principal Agents to 
adjust themselves.

Mr. Deputy-Speaker: If the hon.
Minister would just give me one 
aecond, there has been some confusion

so far as the allotment of time is con
cerned. There are two Bills. One ia 
the Insurance (Amendment) Bill, lor 
which there is only one hour allowed 
and that is the Bill that we are taking 
today. That was notified in the bulle
tin dated August, 24. There is another 
Bill that has been introduced some 
three or four days ago, the Liie In
surance Corporation (Second Amend
ment) Bill. The time allotted for that 
Bill is 2 hours. So, for the present 
Bill that we have taken up, there is 
only one hour. I have interrupted the 
hon. Minister so that he might also 
know that the time is only one hour.

8hrl T. T. Krishnamachari: I have
said that this request for the continua
tion ol Principal Agents could not be 
conceded; the Act as it stands must 
remain and the Principal Agency 
should go. The merits claimed for the 
system of Principal Agents were no 
doubt known when this provision was 
laid down on the statute-book in 1950. 
It cannot be said that the position has 
so changed in these seven years that 
the decision taken in 1950 requires to 
be reversed.

There is some point, however, in the 
request that the accumulated experi
ence of these companies and firms and 
the knowledge acquired by them of 
the business should not be lost to the 
industry It is, therefore, proposed to 
allow these firms and companies to 
enlist themselves as insurance agents, 
as ordinary agents, in the same way 
as individuals As I have said earlier, 
under the present Act, only individuals 
can take out licences as ordinary 
agents. Section 42 of the Insurance 
Act is now proposed to be amended 
by clause 3(1) of the Bill, to authorise 
the Controller of Insurance to grant a 
certificate to any person, that is whe
ther an individual, firm or company, 
to work as insurance aeent. The inten
tion is to continue in the business only 
those who are at present in it, and 
only to the extent that they are in it. 
The Bill, therefore, provides that the 
company or Arm shall procure only 
general insurance business and further
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that it shall have been holding as on 
the 1st August, 1957, a certificate to 
act as a Principal Agent. It is merely 
continuation of those firms and com
panies, who have been doing this func
tion before, as ordinary agents.

Sub-clauses (ii), (iii) and (iv) of 
clause 3 are consequential.

The Bill seeks to make one more 
amendment to the Insurance Act. Sec
tion 118 of the Act details the cases 
where the Act does not apply or which 
may be exempted from the provisions 
of the Act. The Act does not apply 
to any insurance business carried on 
by the Central Government. The Cen
tral Government may, by executive 
orders, exempt from the provisions of 
the Act any insurance business carried 
on by a State Government or 
any insurance company more than 
51 per cent, of whose shares is 
held by a State Government. The 
executive orders in such cases will 
specify the extent to which and the 
conditions or modifications subject to 
which the exemption is granted The 
House is aware that in the recent past, 
the Government of India have set up a 
number of Government companies 
governed by the Companies Act for 
various purposes. The business in 
which some of these are engaged may 
fall within the definition of one or 
other of the many types of insurance 
activity regulated by the Act. As 
Government companies, their accounts 
will be subject to scrutiny by the Com
ptroller and Auditor General Their 
other transactions will be subject to 
general control of Government. Wher
ever technical advice is required on 
matters relating to insurance, the help 
of the Controller of Insurance will be 
freely taken In fact, he may even be 
associated in discussions on policy and 
while taking decisions. So, in effect 
the companies will be complying 
with the requirements of the Act. But 
under the Act as it stands at present, 
they will have to submit all formal 
returns to the Controller of Insurance 
and be subject to formal control of 
the Controller as any ordinary private 
insurer. This will only lead to dupli
cation of effort, which it is desirable

to avoid. Government, therefore, pro
pose to take power to exempt such 
companies from the regulations of the 
Insurance Act to such extent as is 
considered necessary.

The instance which has brought up 
this issue is that of the Exports Risks 
Insurance Corporation of India set up 
by the Government recently in order 
to provide protection to exporters 
against risks arising in the export 
trade. The main classes of risks which 
the Corporation will underwrite in
clude (^) import and export control 
nsks, (b) insolvency and default risks 
and (c) war and civil war risks. The'' 
various classes of risks covered by the 
Coiporation, including the above, will 
fall under the head ‘miscellaneous 
insurance* as defined in section 2 of 
the Insurance Act. The results of 
working of such a Corporation are, 
however, generally treated as con
fidential, more so under the heads I 
mentioned just now. Considering the 
extreme importance to our economy at 
present of stimulating the export trade, 
the House will agree that certain con
cessions and subsidies may become 
necessary if the Corporation is to func
tion successfully. It would not be in 
the national interest, however, to pub
lish them; and, therefore, the Corpo
ration has to bo exempted from sub
mitting some of the returns required 
under the Insurance Act The question 
is now under examination as to the 
precise nature and extent of the 
exemption that should be granted to 
this Corporation.

I would like to make it clear that 
the power that would thus be confer
red on Government, would be used 
with the utmost caution and circum
spection. It is the intention to invoke 
it only where exemption from the pro
visions of the Insurance Act is felt 
called for in the public interest.

Clause 5 of the Bill, while amend
ing section 118 of the Act for the 
purpose, also aims at a better arrange
ment of the provisions of that section.

Shri Narayanankutty Menon
(Mukandapuram): Mr. Deputy-Spea
ker, it is necessary at this stage to
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consider the objective of this amend- 15
ing Bill. As the law stands at pre
sent, the companies or Arms which 
acted as the Principal Agents both in 
the life and general insurance busi
ness m India could not, as per the 
existing law, get themselves enrolled 
as .agents in the general business. By 
this amending Bill, the hon. Finance 
Minister wants to give to those com
panies which are acting as Principal 
Agents in the general business the 
benefit of enrolling themselves as 
ordinary agents. The objective, as 
he has clearly mentioned in the State
ment of Objects and Reasons, is to 
utilise the experience that those com
panies have in the general business, 
while acting an Principal Agents.

As it has been said many times on 
the floor of the House w hen the Life 
Insurance Corporation Bill was being 
d iscu sd , the role of the Principal 
Agents in the insurance industry has 
been the subject-matter of much cri
ticism on the floor of the House and 
also in public. These Principal Agents 
have been accused many times of mis- 
mrnaging the funds of the general 
insurance also of getting unbecoming 
benefits out of insurers’ fund by 
means of extraordinary and unjusti
fied icbates, by holding out certain 
concessions out of the commission 
given to them and thus indulging in 
unfair and unhealthy competition If 
we give the benefit to those Principal 
Agon’ ' to net a.', ordinary agents in the 
general business, the net result will 
be that, apart ftom the unhealthy com
petition existing in the industry where
by the big insurance companies are 
vying with each other by means of 
giving illegal and unholy rebates and 
also lower premium rates, these 
Principal Agents who have got experi
ence in general business and in giving 
unlawful rebates, will be given an- 
otnor chance to enter the industry and 
indulge in'unhealthy competition. As 
the law stands at present, as it has 
been passed tty the House, after 31st 
August, 1957, it would not have been 
possible for the insurers to have the 
benefit of this agency.

Taking into consideration the role 
that they played, it has been enacted 
that it is no longer desirable to 
continue them. Now, is it because of 
the representation made by the indus
try to give it a chance of acting as 
agents that this is being done? If he 
has considered the point in detail, the 
role that they played in the general 
insurance and the import of the origi
nal Act, certainly he would not have 
como with an amendment like this to 
give these principal agents a re-entry 
into the business which automatically 
will bring in a very unhealthy com
petition which has ruined the indus
try as a result of which Government 
has had to step in.

Perhaps it is the intention of the 
hon. Finance Minister to give incen
tive to people experienced in the line; 
it may strve as a fillip to the industry. 
Then, I wish to point out the incen
tive he has given to the field staff in 
the Life Insurance Corporation. It 
presents a sorrowful picture of declin
ing busmesb as presented by the 
interim loport 11c is not at all con
cerned with any incentives. The 
decline in business is primarily due 
to the fact that the field staff are not 
given any incentive. A regular disin
centive has been introduced by the 
Finance Minister. When the office staff 
of the Corporation threatened to go on 
strike on many of their demands, the 
Finance Minister quite commendably 
flew to Bombay and settled the differ
ences. But in the case of the field 
staff such as insurance inspectors, 
agents and other field staff who were 
a credit before the Corporation took 
over, their incentive is being taken 
away. Their minimum wage and all 
other facilities and other incentives 
are taken away and these people are 
sleeping in their chambers. If the 
experience is to be utilised, these big 
firms are not the proper persons; they 
were responsible for the ruin of insur
ance and they are not the persons to 
give incentives. The real persons are 
the field staff. If he ha3 gone into 
their grievances and showed as much
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concern as he has shown to the staff 
■of the Insurance Corporation, certainly 
lie will be doing an immense service 
to those who had been given a dis
incentive. We will also be doing a 
service to the insurance incentive. We 
-will also be doing a service to the 
insurance industry in general. As the 
Finance Minister has placed on record 
in the Statement of Objects and 
Reasons that the service of those con
cerns which have got real merits and 
experience in the insurance industry 
should be given incentive, I hope that 
he will leave no time in giving incen
tive to the field staff of the Life insur
ance Corporation.

Shri Dasappa: Mr. Deputy-Speaker, 
I rise to speak on this Bill with a 
certain amount of trepidation. It is 
for the very obvious reason that 
in spite of my very sincere and earnest 
•efforts to get the hon. Minister to con- 
sider sympathetically the amendments 
that I have placed, I am sorry I have 
not met with a ready response which 
I expectcd fiom any person who is 
interested in Lfe in.suiunce. I may be 
permitted to state my rase briefly.

Insurance is divided into general 
and life. With regard to general 
insurance, there have been these inter
mediaries who are known as princi
pal agents between the insurer and 
the agents or field workers. They 
were getting a little higher commis
sion. It is not the question now 
whether some of them have behaved 
well or ill. There was that institu
tion of principal agents so far as 
general insurance is concerned. Their 
exact counterparts in the life insurance 
are the chief agents; they were the 
intermediaries between the insurance 
company and the agents and the field 
workers. We did not, rightly, want 
these intermediaries because of cer
tain of their malpractices which came 
to our notice and we eliminated them 
when the Insurance Corporation Act 
was adopted. There may be differ
ences on that point but they were 
eliminated.

The question now is whether these 
principal agents who were having 
extra privileges as intermediaries 
should not be permitted to bring their

knowledge and experience to bear 
upon the work and be permitted to
function as ordinary agents. The 
general insurance companies want 
to make use of their knowledge 
and experience. The hon. Minister 
rightly felt that these insurance com
panies should have their knowledge 
and experience but on one condition: 
they cannot have any extra privileges 
over the ordinary agents. We entirely 
agree. I accord my whole-hearted 
support to this move.

The difference comes when the 
question is asked: why should not we 
make the same approach towards the 
chief agents and special agents in the 
case of life insurance? They have 
knowledge and experience which need 
not be lost. We can have them on 
identical terms. I do not want these 
chief agents and special agents in life 
insurance to be treated differently 
from the ordinary agents and given 
any extra privileges’ What is wrong 
with that suggestion? A, B and C 
can be licensed as individual agents. 
Why should not A and B together 
fotm u paitnership and function as 
ordinary agents with no further 
remuneration? I fail to understand
why this should not be done. If it is 
an individual, there is a definite
handicap. When an individual dies, 
we do not know what his business is 
or where it goes. It is all lost to the 
Insurance Corporation The lnsuiance 
Corporation is the loser and the
country is the loser, and the country 
is the )o.-.ei\ bemuse if an indivi
dual dies the whole of his work 
comes to a standstill; a new man will 
take to the field with no experience 
whatsoever. I am reinforcing this 
view, not from my own facts and 
figures, but from the interim report 
which the Life Insurance Corporation 
has placed in our hands. I shall also 
give a few figures as to the number 
involved in this.

So far as the principal agents are 
concerned it is 802; the chief agents 
are 323 and special agents 6,359. Now, 
let us see what progress this life 
insurance has marl  ̂ subsequent to the 
nationalisation and the elimination of 
the chief agents and special agents. 
You find in 1956 the grand total at
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the amount insured comes to the 
order ot Rs. 200*28 crores. In the 
previous year it was Rs. 238*30 crores 
and another sum of nearly Rs. 20 
crores in foreign businesB. Altogether 
it was Rs. 258 crores. It has now 
come down to Rs. 200*28 crores. That 
is so far as 1956 is concerned. Let us 
remember that this nationalisation 
took place somewhere in January. I 
think it was on the 19th January 1956 
and the Corporation came into being 
on the 1st September 1956. So far 
that whole year there has been a 
reduction of business to the tune of 
Rs. 50 crores and more. On the other 
hand if you take the figures previous
ly every year there has been a tre
mendous rise.

In 1953 it was Rs. 179*86 crones; 
in 1954 it was Rs. 243*99, which is J>s 
good as Rs. 244 crores. In 1955 it 
again rose by Rs. 15 crores, thaf Is 
Rs. 258 crores. The result of nation
alisation—I won’t say say the result 
of nationalisation, because we are all 
for nationalisation—has been there 
has been a reduction by more than 
Rs. 50 crores. Now I am prepared, as 
one who knows something of admi
nistration to concede that the teething 
troubles were there. But I say that 
the business even if it had not mount
ed up should have at least remained 
at Rs. 258 crores.

Now let us come to the first half of
1957. I depend again not on my 
figures,—I should not be mistaken as 
paying m the same coin—but on the 
official reports. In the first half ye*1* 
the business was Rs. 73*54 crores, so 
that if you double it, it will come to 
only Rs. 140 crores or Rs. 150 croies. 
Again I want to say something in 
favour of the Corporation. I say (hat 
it is likely that the first half may not 
have brought them much business and 
in the second half they may make 
something more. But I cannot imagine 
that their turn-over would ever rench 
Rs. 258 crores, the business that was 
done in 1655.

Of course Government or the Cor
poration will reel off any number of 
reasons or excuses. But I do ascribe 
a part at least of this fall to the fact

XI903 Insurance (Amend
ment) Bill

that they eliminated experience and 
knowledge from the insurance field to 
a large extent. Here were chief 
agents and special agents who were 
giving good business. I know of one 
unit of a chief agent who was giving 
Rs. 1 crore of business. All the ordi
nary agents working under that man 
together had not given more than 
Rs 20 lakhs during the year. I ask 
why? Every ordinary agent working 
under that chief agent has been em
ployed and the result is that not even 
one-fifth of the work has been done. 
So, there is something to be said in 
favour of training, experience and 
knowledge.

When I turn over this very 
illuminating bock what is it that they 
ascribe this to. There was inadequacy 
of technical and experienced staff at 
the various offices, and so on. And 
with regard to the agents also they 
say that the agents and other field 
workers had not got accustomed to 
the new set-up. Then they say that 
they have recruited about 20,000 new 
people and they want to train those 
people. This is a very nice way of 
developing insurance in the country? 
Here we are brushing aside experience 
and knowledge and treating them 
with scant courtesy and we go about 
searching for new man. In fact, there 
has been a tremendous search for new 
hands, and then we want to open 
training courses for them I read 
from paragraph 25 of the same 
brochure:

“One of the reasons for the low 
average productivity of agents in 
the past was that the agent did 
not receive any training in insur
ance salesmanship. This defici
ency is sought to be remedied 
and steps are being taken to pro
vide systematic training, and so 
on."
This is essentially a question of 

salesmanship and salesmanship does 
not come through university educa
tion or through anything like that. 
Salesmanship is a thing which is born 
out of abundant experience in the 
field and I am surprised that the
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experience of these chief agents and 
special agents should have been 
ignored.

Now what do I say? I say that 
they may be treated as ordinary 
agents and no more than ordinary 
agents, and also I agree with the 
principle that we need not go about 
giving this licence to new companies 
and new firms. This amendment only 
seeks even in the case of general 
insurance to licence those companies 
and firms which were there already 
in the field prior to a certain date, 1st 
August or so. Even so, in the case of 
life insurance I do not want to open 
the flood-gates and ask for the licens
ing of all and sundry firms and com
panies. I only say that they may 
come in if they had done good busi
ness prior to the nationalisation of 
insurance

The other pomt which is very 
important to be borne in mind and 
which I do not know why the Finance 
Minister is unable to see, or even if 
he sees he is unable to accept or agree, 
with me is that this is merely an 
enabling provision. There is no com
mitment on the part of the Life Insur
ance Corporation. It simply lifts or 
removes the ban on the employment 
of a company or firm which has 
already been there from being 
employed as an ordinary agent. Why 
should we prevent the Corporation, 
if it so chooses to have a company to 
function as an ordinary agent. There 
have been various approaches at 
various levels, the level of Ministers, 
the level of the Board, and let me 
assure this House there has not been 
a single voice against this idea of 
licensing those firms and companies 
which the Corporation may choose as 
ordinary agents and nothing more. I 
fail to understand why the hon. the 
Finance Minister has taken up this 
rather unsympathetic attitude.

There is only one thing more which 
I would like to say before I conclude.

Mr. Deputy-Speaker: The hon.
Member was perhaps not here; we 
have got only one hour for this Bill 
And not two hours.

Shri Dasappa: How did that happen
in my absence?

Mr. Deputy-Speaker: Of course that 
is very pitiable, but it has happened.

Shri Dasappa: I always bow to the 
ruling of the Chair. It does not 
matter to me.

Mr. Deputy-Speaker: There is no 
question of any ruling by me. That is 
an order of this House. The House 
accepted it. This is the first amend
ment. The hon. Member was perhap* 
under the impression that this is the 
Second Amendment Bill.

Shri Dasappa: Sometimes we do
commit mistakes, I do not deny. I am 
very sorry that I gave that wrong 
idea to the Chair. I was saying that 
it is a purely permissive one. 
And 1 am doing this in the entice 
interests of the life insurance work 
and of the Life Insurance Corporation. 
There seems to be an idea that this 
life insurance work, this great work of 
mopping up the surplus funds in the 
hands of people and other savings is 
the responsibility only of the Ministry 
or the Corporation. I resent an idea 
like that. It is nobody's private pro
perty; it is a national concern 
primarily of Parliament which has 
got to see that the Second Plan 
functions well. And we cannot be 
participants and sharers in the idea of 
decreasing the life insurance business, 
in the country. Therefore I 
say it cannot be pleased, as I 
am anticipating—may be that my 
anticipation is wrong,— that the Cor
poration has not been consulted. 
Who prevented them from consulting 
the Corporation, in the first instancy  
and in the second instance where is 
the need for it? This is a permissive 
thing. If the Corporation does not 
choose to license a firm, let it not 
There is no obligation on the Corpo
ration to license any firm. When are 
we to bring an amendment if and 
when the Corporation grants to license? 
There must be a separate amending 
Bill, either a private Bill or a Govern
ment Bill, and we must go through 
the whole gamut again. Meanwhile 
business will escape end these com-
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parues will bo liquidated. We have to 
look at these things. Therefore, view
ed from any point of view, this is a 
just amendment and an unexception
able one, and with all the sweet 
reasonableness that is at my disposal 
I appeal to the hon Minister to accept 
it.

Shrimati Ila Palchoudhuri (Naba- 
dwip): I have already asked of the 
Finance Minister about my amend
ment, but he does not seem to be in 
a mood to accept it. But yet I will 
commend it to the House because it is 
an amendment that is really very 
innocuous It only seeks to get out 
of that clause the general insurance 
companies that have been taken over 
by the Corporation.

Clause 5 of the Insurance (Amend
ment) Bill seeks to substitute a new 
section 118 in place of the old section. 
Sub-section (c) of the proposed new 
section 118 provides inter alia that 
nothing in the Insurance Act shall 
apply to any insurance business 
carried on by the Central Govern
ment. After the nationalisation of life 
insurance business, three general 
insurance companies have come under 
government management These are 
the Oriental Fire and General Insur
ance, which was only a subsidiary of 
the Oriental Life Office, National Fire 
and General which was a subsidiary 
of National Insurance Company, and 
the Asiatic Government Security 
Insurance Company.

The effect of the proposed new sec
tion 118 will lead to these three 
companies being exempted fiom the 
purview of the Ir, uiranee Act. This 
would really place the other general 
insurance companies in a very dis
advantageous position. If the Govern
ment is goiqg to run things as a busi
ness, private general insurance must 
have a chance to show its own merit. 
If these three general sections are 
with the Government, then when the 
clients with the Corporation want to 
do general business there will virtu
ally be a moral pressure on them to 
insure for fire etc. with these three 
companies. And that would place the

private sector, which is already suf
fering in a rather, shall I say, bad 
way on account of the Corporation 
having taken over the life insurance 
business, in a disadvantageous posi
tion. The Corporation must also play 
fair and give the private sector every 
kind of advantage so that it can also 
show its mettle. Sir, it is a known 
fact that the business of insurance has 
gone down since it has been nation
alised Whatever the case may be, I 
am all for nationalisation if it is- 
really for improving our exchequer 
and if it is going to improve the 
business. But as it stands today, 
surely general insurance has not yet 
wholly come under the purview of 
the Corporation, and if my amend
ment is acccpted I think they will get 
a bettor and fairer chance of func
tioning, and that will be really 
cricket on the part of Government.

Shri Keshava (Bangalore City): I
aiso welcome this Bill. I have had 
the impression that a very great and 
desirable change has been brought 
about in the mind of the hon. the 
Finance Minister particularly after 
the recent dictions when he was 
pleased to eo about the slum areas in 
the Citv of Madias He has ceased to 
be adamant, and whenever he sees 
any reasonable suggestions he has 
always b< on open to conviction. But 
somehow in this particular case I can
not understand why he not been, in 
spite of the fact that so many figures, 
favourable figures, have been pointed 
out as also the fact that there has 
been so much of loss of business, 
crores of b’ -nness in this national 
industry; and I cannot understand 
why we should allow this talent to 
be wasted It will amount to a very 
serious national loss And the figures 
speak for themselves. There are so 
many Chief Agents, as we can see by 
the figures, that have done business. 
They have been able to do 70 per 
cent, of the business which all the 
other companies have not been able 
to do. And I really cannot under
stand why they cannot be allowed 
agency of an ordinary type as we now



Select Committee I found that I h«d 
myself taken some part in this parti
cular amendment If I had . ,‘ocumb-
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propose to allow for the Principal 
Agents by this amendment. This Bill 
is most welcome, but it admits of a 
little improvement, and that improve
ment is being denied very unjustly. I 
appeal to the hon. the Finance Min
ister in the interests of the national 
industry, we should not allow this 
talent to go waste. There is a world 
of difference between a person doing 
business in his own individual name 
and under the credit and goodwill of 
the firm to which he was attached till 
now. We are only appealing in the 
larger interests of the industry itself 
that the same considerations that we 
now seek to allow for the Princi
pal Agents may be allowed to the 
Chief Agents, to those who deserve. 
I do not agree with Mr. Menon’s 
observations that we should whole
sale condemn the whole community 
of these agents. Of course some of 
them might have been very bad. But 
in deserving cases where they have 
been 3oing business prior to the 
nationalisation of this industry, if 
they are deserving of such considera
tion, such of them may be permitted 
the same relief that we are now 
seeking to permit to the Principal 
Agents With these observations I 
request the Finance Minister to re
consider the matter.

Shri T. T. Krishnamachari: Mr.
Mrnoti’.s attack is a thing which 1 
was quite prepared for, for the 
reason— again, it seems to be that I 
am always in bad company—for the 
reason that 111 1949 when this Act was 
amended some of us who were here 
then held the view that the system 
of Principal Agents should go, and 
there was a compromise that was 
effected that we should allow them 
seven years to go. As I said in my 
opening remarks, what was required 
by the recommendations made by the 
industry was that the provisions of 
the Amending Act of 1950 should be 
abrogated and the position as it was 
obtaining until 31st August should 
continue, namely that the status quo 
must be maintained. When I saw 
the recommendations, vague memories 
were stirred, and when I looked up 
the proceedings of the House and the
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ed to the suggestion made that the 
Principal Agents should continue, I 
have no doubt my friend Mr. Mencn 
or somebody else would have • 
deadly case to make against me, only 
if they had gone back and studied 
the proceedings. The fact really was 
we felt very strongly about it, and I 
do not see any reason why we should 
feel differently now. But it was 
mentioned that changes have not been 
made in the set-up and that- if they 
continue to act as ordinary agents, 
they lose five per cent, commission. 
No now persons will be allowed to 
come in and in the period of transi
tion they mifjht continue for some 
time, till such time as they want to 
continue. May be many of them 
would give it up progressively. It is 
a question of disbanding the staff and 
paying them compensation. We did 
not want to create a change of that 
nature, particularly when the indus
try had felt that they might be given 
a chance to continue for some time, 
and I think on the ba îs of the recom
mendations of the industry they 
■thought the Government would accept 
the puution. So, this via media was 
sought and I have put forward this 
proposal. While I agree the system of 
principal agents has not been a good 
thing, we do not want it, we do not 
mind these people continuing for 
some time, until they themselves feel 
it is not good enough, that the income 
is not enough, that they have to work 
through agents and give it up. It is 
more or less what you might call a 
temporary matter.

Then, the other fact also to be con
ceded i.s this that still the business of 
general insurance is in the hands of 
private people, and some elasticity 
hns necessarily to be allowed to them 
so a. to enable them to function. That 
is the reason why I brought this 
amendment, and though what Shri 
Menon has said perhaps reminds me 
of what I used to say in the past, 1 
do feel in the circumstances of the 
case what we have done is not *
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serious departure from principle, and 
should enure to the benefit of the 
business as a whole.

The point that was made by Shri- 
mati Ila Palchoudhury is something 
which the House would probably not 
comprehend- What she seeks to do 
by her amendment is to say that the 
exemptions proposed under section 
118 as it would be should not be made 
in regard to those three general 
insurance companies which are Gov- 
enment-owned today, which function 
amongst a large number of private 
Insurance companies, that the exemp
tions should not be given to these 
general insurance companies which 
would be discriminatory in character 
and would help them unduly as 
against the private insurance com
panies. I mentioned to her that we 
could not afford to have any exemp
tion which would be discriminatory in 
character, which would help these 
three Governments insurance com
panies doing general insurance busi
ness as against the private insurance 
companies, because then we shall be 
attracting the provisions of article 14 
of the Constitution. That is the safe
guard. The safeguard is not putting 
in a statutory provision, tying up 
your hands. It may be that in some 
matters of form or something like 
that, something is possible, but essen
tially Government cannot make a dis
crimination and treat these com
panies differently. Of course, Gov
ernment would be perfectly at liberty 
to do their own business with the 
Government insurance companies, but 
I may tell my hon. friend that I had 
even there told the authorities that 
we should diminish our business pro
gressively. We should give fifty per 
cent of the business to the private 
insurers, even though my hon. friend 
opposite may ask: why are you
throwing away money like that? 
Because they have been accustomed 
to get 100 per cent, of the business, 
and you cannot cut it out straight
away. Even if you have to diminish, 
it has got to be progressively done. 
But any act of discrimination is a 
thing which Government cannot

undertake because the provisions of 
the Constitution stand as a bar against 
our doing anything of that nature. 
So, I would like to assure my hon. 
friend that our amendment is not 
discriminatory and that her amend
ment is not necessary.

My hon. friend Shri Dasappa was 
very vehement. The trouble about 
his vehemency is that he has no case 
to make and therefore he has to make 
it up by means of vehemency.

Shri Dasappa: Hear, hear. It is a 
wonderful argument.

Shri T. T. Krishnamachari: Not that 
I mean to say that I have anything 
like his experience as an administra
tor The point about it is that it 
reminds me of the question of the 
hobby horse. to

There is an amendment, and I think 
it is certainly right that the hon. 
Members of this House should scruti
nise these amending Bills, point out 
what is wrong and improve them, but 
what he has felt is: he heard some
thing is being done in regard to gen
eral insurance. Then, why not do it 
in the case of life insurance? Having 
thought about it, he said: let me put 
in these amendments. If I had 
brought in the original proposition as 
it was recommended, namely that 
these principal agents should continue 
for another five years more, I am sure 
my hon. friend’s amendment would 
have been. We should continue the 
special agents, the chief agents. Since 
I have not done it, he says these 
people can be there, and they can be 
ordinary agents. So far as the provi
sions of section 36 of the Insurance 
Act are concerned, it is obligatory on 
our part. The system of special 
agents and chief agents has gone. He 
says you are not employing firms, you 
should employ firms. May be it is a 
point of view which has to be examin
ed, but in th<s particular matter I 
am only concerned with a very narrow 
aspect in regard to the continuance of 
these firms In their capacity as



Agents. That is in regard to general 
insurance business. My hon. friend 
says: you might put out an argument 
that you will have to consult the 
Insurance Corporation; why should 
you consult them? This is permissive. 
1 am afraid we are not used to pass 
legislation of that nature here. After 
all, you cannot bring in an amend
ment which is not intended, where it 
is not our intention to cover a large 
section of insurance which is govern
ed principally by''the Insurance Cor
poration Act and incidentally by the 
Insurance Act here, because having 
made life insurance the responsibility 
of Government and put it in the hands 
of the Life Insurance Corporation 
under a separate enactment, to that 
extent many of the provisions of the 
Insurance Act have fallen into 
desuetude What is the use of merely 
saying that he is giving us an enabl
ing power if actually the Life Insur
ance Corporation does not want to 
appoint these people again, the firms 
as agents. What is the use of the 
enabling power? And the present 
situation is that the Life Insurance 
Corporation does not want to do so. 
Whether it should be made to do so 
is a different question, a different 
issue. Of course, criticism of the 
Life Insurance Corporation. . . .

Shri Dasappa: May I know whether 
it has passed any resolution to that 
effect?

Shri T. T. Krishnamachari: The
trouble about the Life Insurance Cor
poration is that it is not such a sensi
tive organisation as to sense immedi
ately the creation of a new idea in 
the mind of an hon. Member in this 
House. Had they known that Shri 
Dasappa was going to move an 
amendment of this nature, they might 
have considered it, but I do not think 
they knew anything about it. The 
idea is entirely his own, it started in 
his mind.

I am only pleading, I am not even 
discussing the merits of the amend
ment, I am not competent to do so. I 
cannot bring out arguments in the 
lace of an experienced persons like
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Shri Dasappa to refute what he says. 
I am merely saying this is a matter 
that has to be examined. I have not 
examined it, and therefore for the 
simple reason of my ineptitude and 
incompetence to understand the work
ing of the mind of my hon. friend 
Shri Dasappa, I have to plead that I 
am unable to accept his amendment.

Mr. Deputy-Speaker: The question
is;

“That the Bill further to amend 
the Insurance Act, 1938 be taken 
into consideration.”

The motion was ad opted.

Mr. Deputy-Speaker: The question
is:

“That clause 2 stand part of the 
Bill."

The motion was adopted.

Clause 2 tuas added to the Bill. .

Clause 3— (Amendment oj section
42)

Shri Dasappa: I beg to move:
(1) Page 2, line 4,—

omit “ immediately".
(2) Page 2, line 6,—

after “ agent” insert “or as a 
chief agent or a special agent” .
(3) Page 2,—

omit lines 8 to 11.
Shri Balasaheb Patil (Miraj): I beg 

to move:
(1) Page 1, line IS,—

for “person” substitute “applicant"
(2) Page 2, line 34,—

after “shall" insert “without
prejudice to any other penalty or 
liability to which he may be 
liable".
(3) Page 2, line 38,—

after “shall’ insert “without
prejudice to any other penalty or
liability to which he may be
liable” .

4 SEPTEMBER 1997
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(4) Page 2, line 35,— 
after “rupees" insert—

“and he shall forthwith refund 
the amount so collected to the 
persons insured'*.
Shrl Dasappa rose—

Mr. Deputy-Speaker: He has al
ready advanced arguments.

Shri Dasappa: It looks as though 
there is need for a little moje say.

The hon Minister said that I made 
up the lack of argument with vehe
mence I am also old enough to give 
back a similar reply to his argu
ments I wish instead of bandying 
these words across, the points that I 
raised had been replied to, with 
vehemence or without vehcmence, I 
would have no objection—I am not in 
the least worried about that

Let us just see what we have done 
in the Life Insurance Coipoiation Act 
with regard to these chu f aj;< nts and 
special agent*, Section 3b 1 the one 
to which the hon Minister rcfeued

It simplj says that we would not 
countenance atiybodv botw< < n the 
insurer and the agent such as the 
chief agent or special agent In my 
opening speech, I conceded this fact 
I am not in favour of principal agents 
or chief agents or spccial af^nt, Why 
there should be any trouble about it 
insulting in this argument and icply 
in that manner, I do not understand

The other point made bv the lion 
Minister is that the CorpoMl on has 
no id< a about this May I say that 
I wrote to the then hun Finance 
Minister that If the chief agents and 
special agents could not remain there 
as such, the institutions acting as 
intermediaries between the insurer 
and the agents may be enabled at 
least to function as ordinary agents, 
so that their experience may not go 
to waste I am very sorry to say that 
I have not got the reply which the 
hon. Minister gave. He said that that

was a matter which was under con
sideration. Then how is it possible 
for anybody to say that this matter 
had not been brought forward? Sub
sequently, the Corporation has been 
addressed to by the Association at 
Bombay which represents a large 
body of chief agents and special 
agents, and by the Association here 
in Delhi which represents a large 
number of such people.

I can produce copies and pass them 
on to my hon friend. It would be 
very very unfair to say that the 
Corporation has not been approached 
in this matter If the Corporation 
has not chosen to take action imme
diately thereon, is it my fault or is 
it the fault of the chief agents or 
special agents9 Is it the brain-wave 
of an hon Member, as he sai's, who 
took it into his head, and therefore, 
he is saying it? Let us be fair to one 
another I would beg of the hon. 
Minister not to say buch things with 
regard to his colleagues here. After 
all, he is there today Tomorrow 
somi'bodv else, some other MP, may 
be in that position So it does not lie 
in the mouth of anvbody to offer 
such compliments to one’s own
colleagues

Shri Xarayanankutlv Mcnon: Col
leagues and Mtmber-s of the Opposi
tion.

Shri Dasappa- Kveivbodv

Mr. Deputy-Speaker. Fust collea
gues and then Membeia of the Oppo
sition

Shri Narayanankuttv Menon: It
must be the othei way.

Mr. Deputy-Speaker: But every
thing does not move according to the 
hon Member’s wishes

Shri Dasappa: Therefore, the point 
that this has been suddenly sprung 
upon the House made by the hon. 
Minister is not correct.........

Secondly, I would ask anybody to 
tell me where else I must bring in
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these amendihenta, where else amend
ments are to be incorporated? Is it 
in the Life Insurance Corporation 
Act? Could he say so? Or is it in 
any other piece of legislation except 
this? It will be seen that clause 2 
says:

“ In section 2 of the Insurance 
Act, 1938 (hereinafter referred to 
as the principal Act), in clause 
( 10), the words being an indivi
dual’ shall be omitted” .
So what I have suggested is merely 

what is known as a consequential 
amendment. The word ‘individual’ is 
omitted. Formerly, they wanted *0 
confine this function of agents oniy 
to individuals, but now very advised
ly and very wisely they have taken 
off the word ‘individual’ so that any
body can be there. Clause 3(1) says:

“In section 42 of the principal 
Act, for Mib-sci-linn (1), the fol
lowing sub-section shall be sub
stituted, namely: —

“ (1) The Controller or an officer 
authorised by him in this behalf 
shall, m the proscribed manner 
and on payment.of the prescribed 
fee which shall not be more than 
ten lupeos, issue to any person 
making an application.........

Formerly in the Insurance Act, it 
was the individual but now it is ‘any 
pprson’, and ‘person’ includes corpo
rations, companies, firms and so on.

What I seek to do is to bring about 
a consequential change and complete 
the picture as regards these firms and 
companies. What sin have I commit
ted in bringing forward these amend
ments? May I be enlightened, and 
may the House be enlightened, by the 
hon. Minister as to what he is propos
ing to do? I would be very very 
grateful to him. What pleasure do I 
derive by saying that my amend
ments alone must be accepted and I 
must get kudos? We want the Life 
Insurance Corporation to function 
efficiently and well and business to 
improve. If the hon. Minister says,

here is a good point, a very wise 
thing. I will bring an amending Bill' 
in order not to allow those Aims and. 
companies to go into liquidation; in 
the meantime, let us proceed with 
this, that is a position which I would 
gladly accept. Let the House decide 
upon my code of conduct.

Shri Balasaheb Patil: My amend
ments arc Nos. 5 to 8. These are 
nothing but formal amendments.

The first refers to sub-clause (1). 
It refers to any person making an 
application. This sub-clause speaks 
about issuing certificates. I want to 
substitute tne word ‘applicant’ for 
‘person’. The clause further says that 
certificates can be issued to an indi
vidual as well as to a firm or com
pany. Even though the word ‘person* 
may include firm or company, in 
order to remove all doubts, the more 
comprehensive word ‘applicant’ may 
be used so that it may cover both 
cases So my first amendment has 
been moved in order to improve the 
wording so tint there shall not remain 
any doubt whatsoever in the mind of 
thu pt-r.son making the application 
and the person sanctioning the appli
cation.

The other amendments are in res
pect of sub-clauses (5) and (7). 
Under sub-clause (5) says that if it 
be found that an insurance agent 
being an individual is, or beirg a 
company or firm contains a director 
or partner who is suffering from any of 
the disqualifications etc., then with
out prejudice to any othc-r penalty to 
which he may br> liable, the licence 
may be cancelled. These words 
‘without prejudice to any other 
penalty to which he may be liable* 
are used here. But in sub-clause (7) 
a find that if a person acts as insur
ance agent without holding the 
licence, he shall be punishable with 
fine. Here also, we should introduce 
the words “without prejudice to any 
ither penalty or liability to which he 
may be liable’, because whenever all 
these sections are to be read as part 
of a Bill or Act, they have the wune-
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.meaning. But if we read the sub- 
clause as it is, without these words, 
i f  and when a third person or the 
State has any remedy against the 
person defaulting, it would teem that 
■the Intention of the House may be 
taken by the court at that time that 
3ie is not liable for other penalties. In 
.order to guard against that, these 
words should be introduced here also.

The further thing I want to add is 
this. Suppose a person gives some 
money to a person who has no licence 
whatsoever. Then his remedy is to 
* 0  to the civil court and get back 
that amount. Instead of doing that, 
whenever that person is prosecuted 
and fined under this sub-clause (7), 
the same court may order the person 
to refund that amount. This is the 
•object of my amendment fto. 8.

Shri T. T. Krtshnamacharl: As re
gards the amendments moved by Shri 
Dasappa, I do not think there is any 
point in my answering him. 1 have 
Answered the point already, and do 
not want to make another speech on 
it.

As regards the amendments moved 
by Shri Balasaheb Patil, I am advjsed 
that the first two amendments moved 
are unnecessary and the third one is 
something which cannot be under
taken at the present moment. I have 
to do it by means of a comprehensive 
amendment. As regards this question 

-of any money collected unlawfully or 
which could not be passed on to the 
insurer, whoever it might be, the 
thing has to be dealt with from a 
wider angle than from the narrow 
angle of this particular atnwirtlng 
Bill. Therefore, I am unable to accept 
these amendments.

Mr. Deputy-Speaker: I shall now 
put all the amendments to clause 3.

Mr. Deputy-Speaker: The question 
is:

Page 2, line 4,—
omit “immediately".

The motion toas negatived.

is:
Page 2, line 6,—

after “agent”  insert “ or as a 
chief agent or a special agent".

The motion to cur negatived.

Mr. Deputy-Speaker: The question
is:

Page 2,— 
omit lines 8 to 11.
The motion was negatived.

Mr. Deputy-Speaker: The question
is:

Page 1, line 15,— 
for “person”  substitute “applicant** 

The motion was negatived.

Mr. Deputy-Speaker: The question 
is:

Page 2, line 34,—
after “shall” insert ‘‘without 

prejudice to any other penalty or 
liability to which he may be 
liable".

The motion was negatived.
Mr. Deputy-Speaker: The question

is:
Page 2, line 38,—

after "shall” insert “without 
prejudice to any other penalty or 
liability to which he may be 
liable” .

The motion was negatived.

Mr. Deputy-Speaker: The question
is:

Page 2, line 35,—
after “rupees” insert—

"and he shall forthwith refund 
the amount so collected to the 
persons insured".

The motion was negatived.
Mr. Deputy-Speaker: The question

is:
“That clause 3 stands part of 

the Bill."
The motion was adopted.

Clause 9 was added to the Bill.
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Mr. Deputy-Speaker: The question

‘•That clauses 4, 5 and 1, the 
Enacting Formula and the Title 
stand part of the Bill."

The motion was adopted.

Clauses 4, 5 and 1, the Enacting 
Formula and the Title were 
added to the fiill.

Shri T. T. Krishnamachari: Mr.
Deputy-Speaker, Sir, I beg to move:

“That the Bill be passed.”
Mr. Deputy-Speaker: The question 

is:
“That the Bill be passed.”

The motion was adopted.

LEGISLATIVE COUNCILS BILL

The Minister of Law (Shri A.- K.
Sen): Sir, I beg to move that the Bill 
to provide for the creation of a 
Legislative Council for the State of 
Andhra Pradesh and the increasing 
of the strength of the Legislative 
Councils of the States having Such 
Councils and for matters connected 
therewith, be taken into consideration.

In moving this motion it is neces
sary for me to statp the circumstances 
which have necessitated this parti
cular measure. There are two statutes 
which have made this measure 
necessary. The first is the Constitution 
(Seventh Amendment) Act, which 
increased the strength of the Legis
lative Councils from one-fourth of 
the membership of the Legislative 
Assemblies to one-third of each State 
Assembly.

The second is the State Reorganisa
tion Act which, first of all created a 
Legislative Council for the new State 
of Madhya Pradesh. And, it also 
reorganised certain States more or

less extensively which were already 
enjoying Legislative Councils; Bom
bay, Mysore and the Punjab, under
went substantial changes in territory 
which has also necessitated the reor
ganisation of their respective Legis
lative Councils.

Hon. Members will recapitulate that 
the States Reorganisation Act laid, 
down the manner in which the Legis
lative Councils of the newly created 
States of Bombay, Mysore and the 
Punjab would function, first of all, 
before their reconstitution and, 
secondly, after their reconstitution. So- 
far as the State of Madhya Pradesh 
was concerned, the States Reorgani
sation Act did not contemplate, first 
of all, an interim reorganisation and, 
secondly, a final reorganisation. It 
has, therefore, become necessary to 
provide for the final constitution of 
the Legislative Councils of these 
reorganised States and also of the 
State of Madhya Pradesh.

Secondly, it has become necessary 
to increase the strength of the Legis
lative Councils in accordance with 
the Seventh Amendment of the Cons
titution which raised the strength of 
the Legislative Councils to one-third 
really a ceiling of one-third of the 
total membership of the Lower 
Houses.

Hon. Members would have noted 
in the Bill the provisions which are 
intended to give effect to this two
fold purpose. First of all, the require
ment for reorganising the Councils in 
the newly re-constituted States o f 
Bombay, Mysore and the Punjab and 
also Madhya Pradesh; and, second
ly, to give effect to the increased re
presentation in the Legislative Coun
cils in accordance with the Seventh 
Amendment of the Constitution.

It is necessary to state here that w e 
have not, in the Bill, given effect to 
the maximum increased strength 
allowable tinder the Seventh Amend
ment of the Constitution. We have 
increased the strength so that the 
Upper Houses may represent roughly 
30 per cent, of the total membership




