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*That the Bill be passed.®
W 9 w4 v mar it aw mite gan |

THE GENERAL INSURANCE BUSINESS (NATIONALISATION)
AMENDMENT BILL, 2002

AND
THE INSURANCE (AMENDMENT) BILL, 2002

THE MINISTER OF FINANCE AND COMPANY AFFAIRS (SHRI
JASWANT SINGH): Sir, I'move:

'‘That the Bill further to amend the General Insurance
Business (Nationalisation) Act, 1972, as passed by Lok
sabha be taken into consideration.*

Sir, | also move:

"That the Bill further to amend the Insurance Act 1938, as
passed by Lok Sabha, be taken into consideration.”

Mr. Vice-Chairman, Sir, the Insurance Regulatory and Development
Authority Act passed in December, 1999, incorporated a new section. The
Ingsurance Act also provides that “Indian re-insurer® is required to be
approved by the Centrai Government which also restricts its activity
exclusively to re-insurance business.

The General Insurance Corporation of India {GIC) has been
undertaking re-insurance business in India. The GIC is the holding company
of the four subwidiary companias, namely, the National Insurance Company
Limited, the New India Insurance Company Limited, the Oriental Insurance
Company Limited and the Uniled India Insurance Company Limited, which
are carrying of general insurance business. Therefore, GIC, apart from re-
insurance business, is also underwriting general insurance business. It was
necessary for an Indian re-insurer to be in place before the private insurance
companies start their business, as they are reguired to cede a portion of
their premium to the Indian re-insurer, as per the provisions of the Insurance
Act. I view of this requirement, and. the expertise of re-insurance acquired
by the GIC over the years, the Goyernment had approved the GIC as the
*Indlian re-insurer”, on 3™ November, 2000. However, as per the law, the
GIC, as the ‘Indian re-insurer", cannot underwrite general insurance
business, either directly or through its subsidiary companies. That is why,
the GIC is required to be de-linked from its subsidiary companies.
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The Malhotra Committee on Reforms in Insurance Sector, in their
report in January, 1994, had also recommended that the GIC shouid cease
to be the holding company of the four subsidiary companies, and function
exclusively as a re-insurance company. The Geethakrishnan Committes, in
their report on 1 November, 1999, recommended that the share capital of
United India and the other three subsidiaries should be transferred from the
GIC to the Government of India. The Insurance Regulatory and
Development Authority has also been insisting on de-linking of the GIC from
its subsidiaries, as per the requirement under the Insurance Act, 1938, Tha
senior personnel of the subsidiary companies also favour considerable
autonomy in their functioning, independernt of the GIC as the holding
company.

The share capital of all the four subsidiary companies are heid by
the GIC, under saction 10 of General Insurance Business (Nationalisation)
Act, 1972. Keeping in view the recommendations of various commitiees as
well as that of IRDA, and also to comply with the relevant provisions of the
Insurance Act, 1938, it is proposed to de-link the GIC from its subsidiariés.

Simultaneously, we are also considering the Insurance (Amendment)
Bill, 2002. Sir, this Bill has already been passed by the Lok Sabha. | would
like to inform this House that this Bill was earlier referred by the hon.
Speaker of the Lok Sabha to the Standing Committee on Finance, which
had representatives from both Houses of Parliament. | am glad to mention
that the Standing Committee had approved the Bill for enactment by
Parliament, without any modification or amendment. Currently, only those
indian insurance companies which are registered under the Companies Act,
1958, have been allowed to transact insurance business in India. Several
representations have been received, to allow entry of cooperatives in the
insurance sector. The Mathotra Committes, in its report had aiso
recommended entry of cooperative societies in the insurance sector. We
have considered this matter and it is proposed to amend certain sections of
the Insurance Act, 1938, to enable the entry of cooperatives in the insurance
sector. It is expected that the entry of cooperatives would increase the
insurance coverage, especially, in the rural areas.

The IRDA Act, 1999, has already recognised insurance
intermediaries. However, there is no provision in the Insurance Act, 1938,
for payment of commission, femuneration or fee, to the intermediary.
Therefore, it is necessary to make a suitable provision in the Insurance Act
in this regard. According to the present provisions of the Insurance Act, the
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insurance premium is payable only by cash or chegue. It is necessary 1o
allow for payment of insurance premium through other forms, like credit
cards, smart cards or transactions through Internet, etc. Therefore, there is
a proposal to amend the relevant sections of the Insurance Act to enable it
to specify other modes ¢ payment of premium, through regulations. In
addition to the above changes required in the Insurance Act, the IRDA has
brought to the notice of the Government that some further amendments to
the Insurance Act are requirea for the smooth functioning of the opened up
insurance sector. Therefore, ihe present Bill, the Insurance (Amendment)
Bill, 2002, contains such other emendments which are consequential to the
enactment ,of the IRDA Act, and would enable the smooth functioning of the
insurance sector. | have noted the recommendations made by the
Committes regarding the insurance agents and insurance intermediaries.
The IRDA has notified the regulations relating to the agents. Provisions
relating to educational qualification, training, etc., have not been made
applicable to existing agents. The recommendations made by the Standing
Committee have been forwarded to the IRDA for taking necessary action
while formulating regulations for intermediaries. Mr. Vice-Chairman, Sir, with
your permission, | move that this Bill to further amend the insurance Act,
1938, should be taken into consideration; and that these two. Bills be
considered simuitaneously. Thank you.

The questiong were proposed.

Iyaared (N v WiET AN - T T W 3 S et w
BraT gy &, & 9 g w6 P 4 S el W ae ft A | e
o wfte fyaer |

SHRI KAPIL SIBAL (Bihar): Mr. Vice-Chairman, Sir, 1 consider it my
privilege to participate in the discussion on these two Bills. Since we are
taking up both these Bills together, | will make my comments in respect of
both of these proposed legisiations. As far as the General Insurance
Business (Nationalisation) Amendment Bill, 2002, is concerned, there is not
much to comment, especially in the context of the statement made by the
hon. Minister, when he says that the GIC will now act as a re-insurer.
Therefore, consistent with that policy, it is important to delink the four
insurance companies, namely, the National insurance Company Limited, the
New India Insurance Company Limited, the Oriental Insurance Company
Limited and the United India Insurance Company Limited from the GIC.
Pursuant to this delinking, sach of them will have to compete with private
entrepreneurs in the insurance business. Being in the public sector and
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because of the fact that there is a wide variety of insurance business,
perhaps, in the near future, this competition with the private entrepreneurs,
who have now enterad the field, who have selected the most profitable
parts of the insurance business, is going to have a deleterious impact on
these public sector undertakings. Though | welcome the fact that pursurant
to the liberalisation policy, these changes have to be made, | only wish that
the Government would have had applied its mind adequately to the
necessity of having a level-playing field for each of these public sector
insurance companies. Because | suspect that in the absence of a level-
playing field, these companies, threa years down the road, are not going to
survive and the hon. Minister for Disinvestment, who was sitting here not
too long ago, would have to sell them to the public, a very sorry sight that
we are seeing, on a daily basis, nowadays. Having said that, Sir, the fact
is that the insurance business has to be liberalised. Our public sector has
not been performing well.  Therefore, it was necessary to bring in
competitors in the field. As far as the foreign equity involved in the
insurance business is concerned, it is kept at 26 per cent, but | have read
in the newspapers that this equity is going to-be increased to 40 per cent. |
think the pressure is on, and the Governmant is very soon going to give in
to that pressure. Having said that, Sir, et me pass on to the Insurance
Amendment Bill, 2002 and some of its provisions. Well let me state this that
for the development of some of the infrastructural sectors in our country,
the privatisation of insurance which we have experimented and which we
are experimenting, must be a success because, it is only through the
insurance business that we are going to get a long-term capital for the
purposes of investment in the infrastructural sector. It is unlikely that we are
going to get that kind of capital through the FDI route and through
entrepreneurs operating in the form of banks or other institutions in the
country. So, we only hope that the life insurance business and the
insurance business, in general, generates that kind of capital for the purpose
of investment in the infrastructural sector. Only time will tell whether this is
going to be a success or not. -The problem with the public sector today -
and | think that we should confront that problem - is that the pubiic sector
is doing a lot of third party insurance, which is a loss making business. As
you know, Sir, the profitable business in the insurance sector is : fire
insurance and cargo insurance. That is a business in which there are very
few claims, and there is a lot of profit; there is almost 100 per cent profit in
that part of the business. But, because the public sector has to perform a
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4.00 P.M.

State function, a public function, it also must ensure transportation of
goods, which requires third-party insurance as well. If you look at the
figures of some of these public sector corporations in the context of third
party insurance, you will find that they are running into huge, huge losses.
So, in a way, the profit that they are making in the fire insurance sector, in
the cargo insurance sector, s, in fact, subsidising the third party insurance;
and the problem is that the private entrepreneurs who are coming into the
insurance business are not touching the third party insurance. So, they are
not touching the less profitatle areas of the insurance business. And,
through you, Sir, | would request the hon. Minister to give us figures that he
may have, as to how many private entrepreneurs -1 believe, they are 10 or
12 in the business now - are actually participating in the third party
insurance, And, | am sure, when the hon. Minister gives his reply, you wil
see that indeed they are not following the directives of the Government, in
this regard, or, of the Regulator, in this regard, because, they do not want
to touch the third-party insurance. And, | will tell you the reasons as to why
they are doing so. | have some figures here in respect of the one public
sector company. | have with me a chart which gives details in respect of
region-wise incurred claim ratic, total of all classes of motor claims. As far
as the.third party insurance is concerned, the ratio runs up to 313 per cent
in Bangalore alone, i.e., the claim is more than the premium; in Chennai,
375 per cent; in Hyderabad, 182 per cent in Jaipur, 353 per cent in
Vadodara, 294 per cent, in Lukhnow, 197 per cent; in Guwahati, 339 per
cent, and the figures go on - these figures are of third party insurance, and
of the own damage, i.e., when a truck has an accident and does not affect
a third party, their claims run into 60, 70, 75, 80 per cent. So, if you
combine the two, the total, the negative impact is huge. So, the point that
b am making Is, if the public sector insurance companies continue to insure
third parties in this fashion, and qua fire and cargo insurance where thay
make a profit, there is going to be competition, that profit, in that business
is going to decrease. In fact, though the balancesheet of the Oriental
Insurance Company is not yst out, | believe, this year, for the first time, the
company would be making a net loss, because of what | have pointed out.
The reason is simple. You have introdyced this Bill, but you have not given
a leyel-playing field 1o the pubic sector insurance companies. Your new
entrepraneurs are not following the 1RDA directives; they are not going in to
the third-party insurance business. Therefore, they are making a profit, and
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the insurance companies in the public sector are going in to the red. Within
three ysars down the road, they will vanish. Moreover, politics is involved in
it. If they want to increase the premium on the third-party insurance, the
people involved in the truck business will go on strike. They will then
pressurise the Government not to increase the premium. if you don't
increase the premium, then those companies will go into the red. If you
increase the premium, you will lose votes. So, you are stuck up with the
public sector companies. You cannol do anything about the private
enterprise. So, this is a serious problem facing the insurance business in
the country. The Govermmment has not addressed this issue yet. That is my
first point.

Therefore, though | welcome this amendment, the fact of the
matter is that there is no level-playing field between the public sector and
the private sector, and three years down the road, the public sector will be
in the red, Then, you will have to ask Mr. Shourie to sell the assets of
these public sector companies, which, you know, are being sold nowadays
to single purchasers.

The second issue, which is even more important, is this.
You have Introduced a system of brokerage in this amendment Bif. You
have stipulgted that the maximum brokerage that an insurance broker will
get would be up to 30 per cent. As you know, your system of insurance,
as it was existing, was that, the management expenses of the public sector
ware around 20 per cent, and the commission used to be 5 per cent.
Therefore, on a policy of Rs.100, the management expenses would be 25
per cent and they would work on a pramium of 75 per cent. Now, what is
going to happen Is that, the figure of 5 per cent for the brokers will be
increased to a maximum of 30 per cent. To remain in the market, the
public sector wilt have to give the intermediary and the brokers this kind of
a brokerage. The management expenses of private entreprengurs is not
going to ba 20 per cent. It is going to be much less. Even if they give a
brokerage of 20 per cent, with 2-3 per cent of management expenses, they
would work with 23 per cent. But the pubiic sector, where the management
expanses are 20 per cent, if they give a brokerage of 15-20 per cent, their
total expenses would increase to 35 per cont. The result is, they will not be
able to compete.

This 8ill, in fact, is in favour of those private entreprensurs. This is
another way in which the public sector wilt not be able to compete with the
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private entrepreneurs. Though you have brought this brokerage in to give
greater incentives, to greater flexibility and all that and to bring about new
kind of insurance, we accept that the quality of insurance will improve and
efficiency of insurance will improve, but you are doing it at the expense of
your own public sector without giving it a level-playing field. Thase two
things are the real flaws in this legislation.

In this context, | might just mention that one of the big problems
that the pubhc sector insurance companies are facing is that the third-party
claims are huge. In fact, | have some figures here. | am told that some 2.5
lakh motor vehicles accident claims are reported every year in the country.
The hon. Minister can certainly comment on that. Whether an accident
takes place or not, if there is some death, irnmediately, somsgbody claims
that it was caused on account of a truck which hit the person concerned.
There is a nexus among the truck owner, the policernan and the Tribunal,
which gives the claim, Even if there are no accidents, people file the claims
and get their claims awarded! And there is no maximum cap to these
claims. The result is, huge monies are paid out py these public sector
insurance companias on accoum of this so-called 'accident claims' for
which there is no cap. This also causes loss to the insurance companies.
Now, how the Government is going to tackle this problem is an aspect
which the hon. Minister will have to deal with. However, | have to say,
having said all this, "Yes, we need to liberalise our economy, we need to
liberalise our insurance sector and it is mnecessary for the purposes of
development of infrastructure tc have this capital on a long-term basis and
therefore, we welcome some of the provisions in which you are allowing
other players to participate in the insurance business like the cooperative
societies, as the hon. Minister mentioned”. But, there is, of course, one
provision that concemns me a little because we have seen the experience
that we have had in respect of cocperative societies in the banking
business. We have seen the kind of mess that exists in respect of them too.
| am a litthe concerned about section 94A in which the Government is given
the power for exemption of certain provisions of this Act to cooperative
societies. It says, not the Government, but, the Regulatory Authority may
direct that any of the provisions of this Act shall not apply to any insurance
cocperative society. | do bslieve that this, on occasions, is liable to misuse
and abuse and therefore, the Government will have to monitor the whole
insurance structure in respect of cooperative societiss very carefully.
Otherwise, we may land ourselves in same difficulty,
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Yeat another aspect that | want to touch upon is the flexibility that
has been introduced by the Government. Now, new players are entitled,
corporations are entitled, to become agents or entitled to sell business,
insurance business, and it is not necessary that the entire Board must be
qualified. A company can be set up. Only one director need be qualified.
Therefore, this brings more possibility within the insurance business and we
welcome these provisions.

Therefore, we welcome the provisions relating to more flexible
modes of payment as well. The hon. Minister mentioned that earlier
payments could be made only by chegue. Now, of course, you are
introducing a system of credit cards, smart cards, internet, etc. We
welcome that because | think we must move on with the improvement in
technoiogy. We also welcome that so many intermediaries have been
introduced and they are given this floxibility. We certainly welcome these
provisions.

I just wanted to mention one other factor. We saw reports in one
of the economic newspapers about one of the companies. Now, as you
know, banks are entitled to get into the business by having kaison with
private companies. One such company, the ICICI-Lombard General
Insurance, which was, in fact, undertaking fresh motor insurance business,
has stopped this business, for the very reason that | mentioned. They find
that this insurance business is not profitable. That reaily concerns me. |
repeat that private entrepreneurs in this business should not be allowed to
opt out of business in this fashion. There must be some guidelines by the
Regulator to make sure that. For example, you have the Indian Airtines. The
MNew Delhi-Bombay route is a profitable one. That does not mean that they
are not going to fly- to Guwahati. In cther words, the profit must
compensate, The profitable routes must compensate for the loss-making
routas. Similarly, such provisions should be there in the insurance business.
If fire insurance and cargo insurance are profitable, the entrepreneur must
be told, "You must also do third party insurance.” Otherwise, he will take
away all the cream and the public sector will be left with all the losses. This
is a very important aspect, and through you, Sir, | request the hon. Minister
to consider this aspect in the times to come, and also to ensure and to
keep a vigi as to how this whole insurance business and the opening up of
the insurance sector is actually working at the ground level. | think, that is
all | have ta say. Thank you.
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SHRI P. PRABHAKAR REDDY (Anghra Pradesh): Thank you,
Mr. Vice-Chairman, Sir, for giving me this opportunity to speak on these
Bills. | support the General Insurance Businass (Nationalisation) Amendment
Bill and the Insurance (Amendment) Bill. First | would fike to deal with the
General Insurance Corporation and then | will take up the Insurance
Amendment Bill.

Sir, at present, the GIC is undertaking re-insurance business as
also general insurance. It is a8 holding company for four subsidiaries,
namely, the National Insurance Company, the New India Assurance
Company, the Oriental Insurance Company and the United India Insurance
Company. According to the provisions of the Insurance Regulatory and
Development Authority (IRDA) Act, 1899, an insurance company ¢an carry on
gither re-insurance business or general insurance. So, what is being done
by demerging these four subsidiaries, as also by entrusting the GIC
exclusively with re-insurance, is radically a follow-up of the IRDA Act, as the
hon. Minister has put it. The demerging of the four subsidiaries is a good
move, because the GIC is a big monolithic company and the time has come
when there should be a focussed approach. It shoulkd concentrate on
general insturance and all the four subsidiaries should be made independent.
They must be given specific jobs so that they can also emerge as strong
organisations in future.

As far as the exclusive re-insurance business is concemed, it has a
vast potential within the country, as well as, abroad. Till now, the GIC was
concentrating on many other things and, therefore, it could not concentrate
on re-insurance, with the result, it could not tap even a fraction of the
potential. Now, this move to entrust the GIC exclusively with re-insurance is
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a good move. With its strong financial position and strong investment
portfolios, | am sure, it can make a mark in the re-insurance business and
mop up a lot of revenue. Therefore, | am supporting the move to dernerge
the GIC.

Sir, having said that | am supporting the Bill, | would like to make a
few suggestions. My first and foremost submission is regarding crop
insurance. As Shri Kapit Sibal has said, everybody is going in for jucrative
business like life insurance, fire insurance, etc. Nobody is concentrating on
crop insurance. We know the problems that the Indian farmers are facing.
Every year, there is either famine or floods. In some parts of the country
there is inundation and in some parts of the country there is no drinking
water. This is the problem that our farmers face and they are the victims of
the vagaries of nature. Therefore, crop insurance must be given top priority.
Right now, crop insurance is being done only where the banks advance the
loans. It looks as if the crop insurance is being undertaken io safeguard
the interests of the banks, not the farmers. We know the number of
farmers who are getting loans from the banks. My suggestion is that one
insurance company must be dedicated exclusively for crop insurance. Such
an assurance was given by the Government some time ago. It should stick
to it and one insurance company must be totally dedicated to crop
insurance.

Another point which | would like to make -s, in the IRDA Act there
is & provision that 5 per cent of thair business must be in the rural areas.
What | am suggesting is that if it is left 1o themselves, many companies will
not touch crop insurance and other things. Therefore, there must be a
provision in the Act, whether they are private insurance companies or public
insurance companies, that 5 per cent of their business should bs through
crop insurance. This must be made compulsory so that all farmers in the
country can be covereg by crop insurance. There must be some social
obligations cast on the insurance companies, because india is a big market
and we are opening our market to those people. They can earn money,
but, at the same time, some social obligations must be cast on them.

Another point which | would like to make is that the four
subsidiaries were part and parcel of the GIC till now. To make them more
efficient and to comply with the IRDA we are demerging them. But what |
fail to understand is, the Govemment is thinking of floating an organisation
called GIPSA, the General Insurance Public Sector Association. The idea is,
there must be cooperation among all these companies and there should not
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be any competition. What | am saying is, the very idea of demerging them
and making them separate companies will be lost if you create another
organisation and if you allow them to call the shots. It is not a good move.
They must be given fu# freedom; otherwise, they will not be able to function
efficiently and the purpose of this Bill will be lost.

Sir, I would like to make one more submission which is a very
important submission. Till now the GIC and the four subsidiaries are under
the direct or indirect control of the Government. In future also they wouild
be under the Control of the Government. What is happening is, the posts
at the level of General Manager and Assistant General Manager have been
lying vacant for years. | read a news item that 34 posts of General
Managers and Assistant General Managers are lying vacant in these
companies for the last one year. My submission is, it can prove very fatal
for thess companies. If there is no leadership, you cannot expect the
people down below to function efficiently. This problem can bacome acute
in the days to come because we have thrown open our doors for the
private people. They would first concentrate on the experienced and
General Manager level people. They would pay them more money and take
them away. W the Government remains lukewarm and does not make
efforts to fill up the posts, the public sector companies would collapse. It is
a very important issue. Therefore, | request the hon. Minister to consider it.

So far as cooperatives are concerned, they are being alfowed in
the insutance sector. There is a widespread feeling that insurance business
has not percolated to the rurat-areas. Now it can be dons through these
cooperatives and the health of the cooperatives can also be improved.

So far as capital adequacy ratio is concermned, the Government
should be libera! in the case of the cooperative sector. With these words, |
support both the Bills. Thank you.

SHRI DIPANKAR MUKHERJEE (West Bengal): Mr. Vice-Chairman,
Sir, so far as the General Insurance Business {Nationalisation) Amendment
Bill, 2002 is concarned - whether | support this Bill or oppose this Bill - |
feel it is a futile exercise. it is basically a post facto Parliamentary approval
of something which is already under exacution.

[THE-VICE-CHAIRMAN (SHRI P. PRABHAKAR REDDY) in the Chair.]
Whether | support this Bill or oppose this Bill, it does not matter
because it is already under implementation. Therefore, | oppose this Bill. |
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would like to know from the Government whether such post facto approvals
are In the interest of Parfiamentary legislations or not. This Bl was moved
on 12 March, 2001. The amendment which has been brought has already
been under implementation vide Notification dated 3 November, 2000 and
d.o. letter dated 7" November, 2000. The Committee on Subordinate
Legislation in its 134™ Report which was placed on the Table of the House
on 25™ April, 2001 and subsequently in its 140™ Report which was placed on
the Table on 14™ March, 2002 pointed out, “The Committee also observed
that the objectives of the Bill to entrust the task of Indian reinsurer to a
General Insurance Corporaticn and delink the General insurance Corporation
from its subsidiaries by carrying out necessary amendments in the GICNA,
1672 as mentioned in the Statement of Objects and Reasons have already
been brought into effect by the Ministry through a Notification followed by
the administrative instructions of 7" November, 2000.* Now the Committee
strongly hoped that the Govemnment wouid ensurg that this kind of a thing
did not recur in the future. Whan this Action Taken Report came, - the
General insurance Business {(Nationalisation) Amendment Bl was under the
consideration of the Standing Committee on Finance - the Committee
locked into it and gave its recommendations, The Committee
recommended that the Ministry of Finance should not implement their
Notification dated 3™ November, 2000, as well as the Administrative
Instructions dated 7" November, 2000, till the GICNA B, as introduced in
Parliament, was passed. 1 would like to know from the hon. Minister
whether this recommendation of ‘the Committee was considered by the
Ministry; otherwise, | repeat again, passing this Bill or rejecting this B#
does not carry any sense if you see the Order dated 7" November, 2000.
The Objects and Reasona of the Bill, whatever they may be, have been,
more or less, reflectad in that Order of the Ministry to the Chairman, GIC,
dated 7™ November, 2000. | would like to ask the Leader of the House -
he was my Chairman in the Standing Committee and | have learnt a lot from
him - whether we have done real justice to the Parllamentary Committee
system, through such a type of lagislation, as already, Parliamentary
Committees have become more or less a subservient or an imeievant thing
in the whole Parliament. Are we doing justice to this whole process by this
type of action on the part of the Government?

Coming tc the issue, seven years back, it was not only this side of
the House which was opposing it. | have, before me, the Report of the
Committee on Petitions; this Committee considered a Petition by the GIC
employees. At that time, the stand of the Congress () remained th : same.
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And, our stand and the BJP's stand was the same. Of course, they had
asked for strengthening of the GIC; | wish, Smt. Swaraj, who was the
Chairman of the Committee at that time, was here. And, Mr. Malkani
represented the BJP. He was, specifically, of the view that instead of
allowing privatisation of GIC, it should be reorganised and made more
effective and efficient. Now, this Bill does not make it more effective or
efficient. There is no doubt that once private participation is allowed,
national reinsurance is necessary. It is true that the reinsurance company
cannot do direct insurance business in India; it is, certainly, a requirement of
law. It is also true that to check the flight of capital out of the country,
formation of a National re-Insurance Company is essential in the interest of
the nation. But what was the motive behind it? What idea did the GIC
employees, officers and the professionals have? They statad that it was all
right that you had allowed private business, but what about the level-playing
field? In the context of globalisation, it is a question of merger and
acquigsition. Now, these subsidiaries of GIC were separate entities, and
there was no competition from outside; they used to compete with each
other. In today's world, where everyone is talking about merger, it is as
though we are writing an obituary on out public sector insurance
companies. Sir, what Parliament is doing today ig writing an obituary,
bacause | can say, with whatever knowledge | have gathered from the
Leader of the Opposition and the Leader of the House, independently they
cannot compete with the private companies. This is, absolutsly, not
possible. So, my suggestion is, you merge these four subsidiaries into one.
And this is not my view. | am quoting from the Committes's Report. Here
is the Report of the Committee on Public Undertakings. | am not imposing
my ideology or my dialectics on you. | would only quote from the Report
which was placed in this House on 31* July, 2001. This Committee was
presided over by Shri Vijay Kumar Malhotra. ' The Report of this Committee
clearly recommends merger of altl the subsidiaries of the GIC. The
Committee noted that initially when the insurance business was nationalised,
the four subsidiaries of GIC were formed to provide the public the benefits
of competition. “But, with the entry of private and forelgn companies into
the Indian insurance market, the Comimittee feels that there is no need to
have four different subsidlaries to provide competition, as this would be
readily forthcoming from the private sector. The need of the hour is to have
one merged entity, which would greatly reduce managemant expenses and
also simultaneously enhance per capita premium, productivity and reserved
position of the merged entity. Such an arrangemant would help reap two
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advantages -- of economies of scale-dénd financial synergy. The Committee,
therefore, recommends that the Government should merge all the four
subsidiaries’ of the General Insurance Corporation with the main GIC, and
also create a separate new corporation for the purpose of carrying on the
business of re-insurance".

Now, these are the recommendations of the Committee -- this is
not CPI{M)'s manifesto -- chaired by Shri Vijay Kumar Malhotra, and
Members from all sides were there. Some of them are here. Mr. Singhal is
hot here. Hé had recommended it. |f he were here, | would have asked
him whether he still accepted these recommendations or whether he went
with the Government view. Some of you, from the Congress, were also
there. A Committee is like a mini Parliament; there are 45 Members of
Parliament, 1 fee! that these recommendations were well-thought out. | will
again request the Government to reconsider it. Sir, with all your knowledge
about globalisation, | am sure you will agree that under no circumstances
these four independent subsidiaries can compete, uniess they are merged
and made a strong entity. This was the assurancs given when the IRDA Bill
was introduced. It was said that foreign investments will comea; private
insurance companies will come; but a level playing-field will be ensured; and
GIC and LIC will be strengthened. But, Sir, we are not strengthening them.
This is not my recommendation. This is COPU's recommendation -- to
merge all these four companies. 1 think we should have taken it more
seriously. Otherwise, the recommendation of COPU and the Commitiee on
Subordinate Legislation will have no value. There are notes of dissent, of
course. But, | am not putting my party's view. | am trying to say that this
recommendation of the Committee on Public Undertakings should be
reviowed again, and jooked into again, by the Government, before it goes
into this legislation. As it is, thera is no hurmy to go ahead with this
legislation. You are already implementing it. The implementation 8 going
on. So, kindly look into and see how this point can be addressed. | am
not saying that only we should discuss it here. You can discuss it. You
have an open mind. | know you as a Chairman; vou have a very open
mind. | do not know whether, as a Minister, you have lost the sense. You
can tak to these professionals, if not the unions, to know what they actually
feel about this arrangement and what is being done through this legisiation,

As far as the other Biil is concemned, what | am again trying to do
is that, | do not want to thrust my ideas on you; but, | am afraid, | am
going to quote again from COPU's Report about brokerage. It is the
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Standing Committee's report. They have referred to it. This is COPU'S
recommendation of 28" August, 2001, and | quote. It says, "The Committee
has been informed that the IRDA is in the process of finalising regulations
for entry of brokers in the Indian insurance market, and they will be paid
commission up to 17.5% for the business procured by them. The
Committee notes that the non-life insurance companies are already working
with high management expenses. They, therefore, feel that the additional
burden on the brokerage will compal the non-life insurance companies to
raise the premium rates in order to absorb the additional costs. They are
also of the view that the introduction of brokers at this stage will also affect
the agent system which is so vital to the growth and penetration of
insurance buginess in the country”. Now, this point about higher costs was
referred to by Mr. Sibal, and also whether, in the present conditions, they
will be able to compete with the private companies. They will not be able
to do that. It is not a question of what Mr. Shouri is contemnplating as the
Disinvestment Minister. What | am afraid is that the moment they become
gick, it will be an obituary; they will be finished. They will not stay, as many
other public sector undertakings are being obliterated from the map of this
country. This will have the same effect. There is an assurance by the
Finance Minister, given during the discussion on the IRDA Bill, and | will end
with quoting this. Where does the Parliament stand? There is an assurance
given by the then Finance Minister during the discussion on the IRDA Bill.
He said, "There Is no question of retrenchment of any staff from these
public sector insurance companies, namely, LIC, GIC, and its subsidiaries.
Let me assure this House." Ywiw # #d wrer # 7 ¥6 witmriz o #ofer
¥ W afy dwT & aft w1 8T | "Let me assure the House that all
further measures which are necessary in this direction will also to be taken
by the Government in due course to make these organisations strong.” So,
there was an assurance that there will be no retrenchment. Here, | would
like to refer to the General Insurance Public Sector Association, GIPSA,
which has been formed. They have informed the unions inspite of the
assurance given there. Today, the GIPSA is informing the unions, (1) In
view of the policy of liberalisation, minimum 30 per cent workforce from
class Ill and IV shall have to be weeded out." u® Ywairiw pafser ey ver & |
Number two, “Some of the non-vigble offices may have to be closed or
merged. It has been Indicated that the staff will be transfered from one
station to ancther and service conditions are proposed to be altered to the
detiment of the employees. The cadre of Development Officers, the
Marketing Force, is proposed to be redesignated, some of them may have
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to go to the administration side; some of them may be asked to go out by
taking voluntary retirement.” Now, | would like to know from the hon.
Minister whether the assurance given by the then Finance Minister, during
the introduction of the IRDA Bill, stands valid, so far as the retrenchment of
the employees of these organisations is concerned. Will you give a new
assurance now? Or g it like v 7§ wa 7§ | It is all right. We were told
something, but, after two years, you change it again. So, | oppose this Bill. |
think, a basic assurance was given to the Parliament, in its totality, when
the IRDA Bill was introduced. The assurance was that the public sector
insurance companies will be strengthened. That assurance has been diluted.
That is being further diluted by what is being done tocday. With this, we can
surely expect that within one or two years, there will be no public sector
insurance companies, so far as general insurance is concemed. Keeping
that in view, | request the Government that there must be a reconsideration
for merging of these companies together as well as the brokerage system,
how this is going to affect, how they would be able to compete. How are
you going to fulfil the assurance given by the then Finance Minister that the
insurance companies would be further strengthened? It should be done in
consultation with the professionals and employees. When | say
'professionals’, it includes Mr. Malhotra also. Let there be a real level-playing
field. So, | stand here to oppose this Bill. My opposition is not based on my
manifesto; it is only based on the recommendations of the COPU and the
other Committess, including the Petitions Committee of 1095. Thank you
very much, Sir.

SHRI MURLI DEORA (Maharashtra); Mr. Vice-Chairmnan, Sir, | rise
here to support the two very important legisiations brought by the
Government in relation to the insurance sector. The first Bill is pertaining to
the GIC. My Marxist colleague just now referred to various Committees. |
may remind him that some of the Members belonging to his party were also
present in the Standing Committee on Finance. | know this because | was
the Chairman of that Committes. ...{nterruptions)... Hear me first. | am
saying here what you people supported. Dissentsd later on. At that tims,
when the representatives of the General Insurance Corporation came befora
the Committee, the Committee was simply shocked at the way the GIC was
working -- forgst about the four subsidiaries, | am not talking about them
now. Therefore, it is right that the Government has come out with a
legisiation to take the insurance business out of the GIC, allowing them to
only continue in the re-insurance business. Even in the re-insurance
business, | may assure my friend here that 20 per cent of the re-insurance
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business ...Jinterruptions)... of all the insurance companies, including the
private sector general insurance companies, is going to be re-insured by the
GIC. | don't support that the contention, when my colleague suggests
merger of all the companies. He has not learnt from the experience of the
Russian economy at all. If you think something very big is going to happen
by merging GIC with the four subsidiaries -- | remember, that Report was
presented to the Standing Committee, and the Standing Committee almost
unanimously rejected it -- you are mistaken. | want to draw your attention to
one thing. The GIC was losing Rs.1,100 crores only in one sector, ie.,
motor vohicle insurance. Why should my car, which is insured by the
monopoly GIC, lose Rs.1,100 crores? As someone said, if it were in the
crop insurance, helping the farmers, it was okay.

After opening up the insurance sector to the private sector, the
rates of premium have gone up a little, but, earlier, it was not like that. But,
the corruption has come down considerably, as Mr. Kapil Sibal just now
said. My Communist friends should feel happy about it. Thanks to the
competition between the new 12-13 insurance companies in life as well as in
other areas, the services ara improving.

Have you ever, in the last thity years, heard of any LIC agent
coming to you, asking you to insure? Nobody. But, now, you see, there are
major advertisement campaigns, newer and newer products being sold by
the LIC, and the LIC is doing much, much better. | can tell you that. So,
please don't have an idea that something very big, something monopolistic,
like the GIC, together with the four subsidiaries, would have done a better
job. They would not have done a better job. it is good that the Government
has taken away the powers of insurance from the GIC, and has allowed the
four units, which have different areas of jurisdiction, to do their own
business. The four units are, the New India Assurance Company, the
Oriental Insurance Company, etc., cne in the North and one in the South,
and all that. Their cost of administration would become less, as Mr. Kapil
Sibal has rightly said. Their service would be much better. Over and above
that, the loss of Rs.1,100 crores by the GIC.in the motor vehicles insurance
and in other insurance areas would totally vanigh.

Again, 1 would like to congratulate the Government for bringing in
this Bill, relating to the GIC.

Now, | come to the main Insurance (Amendment) Bill, 2002, the
second item on the agenda. | am glad that | am participating in this
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discussion today, because | chaired the Standing Committee on Finance,
which cleared this Insurance (Amendment) Bill, and it was almost on the last
day, when the Lok Sabha had passed the Insurance Regulatory and
Development Authority Bill.

| have three-four small suggestions to offer to the hon. Minister.
One is on the equity participation of overseas corporations. Qut of the 14
companies, 13 are having joint ventures, as Mr. Kapil Sibal has quoted--
ICICI, Tata-AlG, Bajaj Allianz, etc. All these companies are not wasting their
mansy. They are not going to earn profit for the next 8-8 years, They have
the best technology. My friend, Mr. Biplab Dasgupta, may remember. We
had a lot of experts appearing befare us, including a foreign expert on
insurance, who specially flew to India to make a presentation. My friend was
there at that time, but he didn't guide the expert at that time; it is okay; |
don't blame my friend for that. What | am trying to say is, the opening up of
the insurance sector to the private companies has helped our country.

My friends are talking about jobs. Do you know how many new
jobs have been created? [t is 51,000 today, as a result of opening up of the
insurance sector to the private companies. We don't find anybody losing his
job, as a result of this entry. ...fInterruptions)... | am not the Minister; the
Minister will reply to you. An assurance was given by the Secretary
(Insurance), Mr. Chaturvedi, befora the Standing Committee, as well as by
Shri Yashwant Sinha in the Lok Sabha. | remember that. t was said that
nobody would be retrenched as a result of the private sector's entry into the
insurance sector. Actually, there is no privatisation of the insurance sector.
But there is private sector's entry into the insurance sector. That is very
important.

| now come to privatisation...

SHHL DIPANKAR MUKHERJEE: | am only saying that you musi
make the GIC strong enough to compete with the private sector.

SHRI MURLI DEORA: When you have a competition, when your
prices are cheaper, when your service is better, you will definitely compete,
but not by merging all the four insurance companies as a single GIC.

SHRI NILOTPAL BASU (West Bengal): That is why, leave it to the
GIC. Let them decide. ...{Interruptions)...
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SHRI MURLI DEQRA: Why should they decide? The Government
has invested the money. When they lose money, the Government has to
find the money. ...(nterruption)...

SHRI NILOTPAL BASU: On the one hand, you are sitting in the
Opposition Benches. On the other, you are talking in favour of the
Govemnment. ...{nterruptions)...

SHRI MURL! DECRA: Don't teach me about the role of the
Opposition Benches. ...{nterruptions)...

SHRI NILOTPAL BASYU: You are selectively renewing your memary.
You are talking about the foreign expent. ...{nterruptions)... What kind of
report the American Congress has brought out on insurance? Do you know?
You are selectively remembering your past experience in the Standing
Committee. ...Jnterruptions)...

SHRAI MURLI DEORA: We must learn. ..{nterruptions)...
Mr. Mukheriee quoted from the Committee reports. That is why | talked
about those, ..(nterruptions)... You are right. ..Unterruptions)...The
experience faced by the American insurance companies was disastrous and
the American Government had to do so much. We must leamn from this, |
am not saying that they have done something great. ...Ynterruptions)... | did
not say that. ...{nterruptions)...No, no. .{Unterruptions)... Not at all.
...nterruptions).., On the contrary, | do not have any records. | can assure
you, please. ...(nterruptions)... The present Bill has three salient features -
sliowing the cooperative sector to come into the insurance business, giving
training to the brokers or agents and institutions of a new concept called
the insurance brokers to provide efficiency at cheaper and lower price. |
welcome all these three ingraedients of this new Bill. Here | would like to
warn the hon. Minister of one thing which we learnt in our Committee.
...{nterruptions)... f you do not like the name of the Committee, | do not
name it. ...(nterruptions)... That is the concept of capital adequacy. There
was so much debate and then we decided that Rs.100 crores should be the
paid up capitai of all the companies. | read somewhere that in the
cooperative sector there is a move to cap the capital adequacy, the
minimum equity of Rs.100 crores. Somebody says ‘exemption’ and
somebody says very highly recuced, means, from Rs.25 crores or Rs.30
crores. This is my personal opinion. ...(nterruptions)... | want to wam the
hon. Finance Minister who is sesing what is happening in our cooperative
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banking sector ali over, especially | am ashamed that in my own State of
Maharashira we are having all this. In a way this capital adequacy of
Rs.100 crores, applicable to the other insurance companies, should be
reduced or should be different in the cooperative sector. | can give you a
lot of examples that will help, The second thing while debating what should
ba the foreign participation, what should be tha percentage of equity
participation on the insurance sector, various groups came and said 49 per
cent should be the maximum equity participation. | remember | personally
opposed it. Several insurance corporation chiefs came over there,
.dnterruptions)...  You can rest assured that the Americans cannot
influence us so much as he thinks. You see our Committee's record, then
you will know ...(nterruptions)... You ware not there. ...(nterruptions)... They
did not send you to thet Committes at that time because they knew your
knowledge on finance. ..{nterruptions)... | am somy. ...{[nterruptions)...You
were there, that | remember. So, you know what we told them about
Enron. ...{nterruptions).. He was there, | remamber that. ...{nterruptions)...
You know wmy State and Enron ..{nferruptions)... Very waell,
...{Interruptions)...

THE VICE-CHAIRMAN (SHRI P. PRABHAKAR REDDY): Mr. Muri,
please address the Chair. ...{Interruptions}... Have you finished your speech?
...(Interruptions)... :

SHRI MURLI DECORA: | would aways give him the floor.
.{nterruptions)...

THE WVICE-CHAIRMAN (SHRI P. PRABHAKAR REDDY): Please
conclude. ...{nterruptions)...

SHR! MURLI DEORA: 1 am suggesting to the hon. Minister that
now the time has come to increase the foreign equity participation - the
cap of 26 per cent to 49 per cent. | would personally say that when we
discussed we went deep into this. The time has come now. It will give us
half a hifion dollar more if we ..(nterruptions).. That is the direct
investment. ...{nterruptions).. Why not? ...{nterruptions).. That will help the
country to raise our foreign exchange. ...Unferruptions)...| am saying it can
be half a billion dollar or more extra foreign exchange will coms if you altow
the cap from 26 per cent to 49 per cent. ...{(nterruptions)...

THE VICE-CHAIRMAN (SHRI P. PRABHAKAR REDDY): Mr. Basu,
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please allow him to finish. ...{nterruptions)...

SHRI MURLI DEORA: Sir, | would like to draw the attention of the
hon. Minister to in what they are doing with the insurance corporation
funds, especially LIC, GIC and the four subsidiaries. We see a lot of scams
and whers the investments are going. i remember, Pranab Mukherjes
Saheb, earlier there was a Committes, inter-institute Committee in Mumbai
- IDBI, LIC, GIC, UTI and all these companies, they were major
sharehoiders in severai companies like, | remember, TISCO.
...{intarruptions}...Bigger shareholding was not with TATAs
.nterruptions)..Do not be scared of TATAs so much, please.
~nterruptions}...Do not worry. ...(nterruptions)...] am saying because you
are from Wast Bengal. ...(Inferruptions)...Anyway, | withdraw that word, if
you have nothing to do with TATAs. ...(merruptions)..You are very hurt
about that. ...[nterruptions)...| know that. ...{nterruptions).. What | am trying
to say is that there used to be a definite directive to the directors on the
board. | remember famous SPIC company in Tamil Nadu. The LIC was the
biggest shareholder. In BSES in Mumbai, LIC was the biggest sharehclder.
In TISCO 52 per cent shares wers held by the Units. Now, my friend,
Shri Arun Shourie is calling it a strategic sale. So, | wunderstand, in
Mumbai, that co-ordination, amongst the PSU shareholdings, like insurance
companies and the financial institutions, does not exist any more. So, |
would request the hon. Minister that one day he should call a meseting, at
his level, and see that such things dc not occur. Otherwise, there will be
another scam and the hard-earned money of the poor people invested in
the LIC or the GIC will be doomed.

THE VICE-CHAIRMAN (SHRI P. PRABHAKAR REDDY): Mr. Deora,
now, you conclude. There are many speakers to speak.

SHRI MURLI DEORA: Sir, | will take only a couple of minutes. So,
the directors shoukd have a definite direction as to what their role is, what
their stand is and what the Board is doing.

Recently, | read about the opening up of the pension sector. |
would request the hon. Minister that the pension provider should be the
insurance companies. The IRDA should be the regulatory body. | read
somewhere that there Is a separate body being constituted for this purpose.
The best thing would be that the IRDA should be asked to lock after this
sector.
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5.00 P.M.

The current market cap of the LIC is about Rs. 35,000 crores,
which has gone up from Rs. 2,000 crores to Rs. 80,000 crores and the
General Insurance from Rs. 12,000 crores to Rs. 25,000 crores. More and
more foreign and Indian companies are coming into this sector. And, |
would say that the Government should encourage them. My friend,
Shri Kapil, has just now mentioned that the time will come when we have to
disinvest the insurance sector also. | give an example of Maruti to the hon.
Finance Minister. Had we sold Maruti when it had a dominant position in
the indian market, we would have got four times more than what we are
getting today. Today, the LIC has the biggest market cap than any
insurance company in the worid, because of monopoly. Today, it has a 88
per cent'of the total market cap. And whether you like or not or | liks it or
not, the market share will reduce because more and more insurance
companies are coming in. You know that.

SHRI MANOJ BHATTACHARYA: Are you recommending the sale
of LIC?

SHRI MURLI DEORA: | am not saying to sell it. [ am not
recommending that.

THE VICE-CHAIRMAN (SHRI P. PRABHAKAR REDDY): Mr. Deora
kindly conclude.

SHRI MURLI DEORA: Some shares, through disinvestment, would
fetch a huge amount for the Government..finterruptions)...You will think of it
only after eight years when the market cap will be 30 per cent and you
would not get even 1/10™ of what you are getting today. You can recall me
this is what exactly happened with Maruti. So, Mr, Minister, 1 am
suggesting to you, just tell somebody to work out a strategy at today's
market cap and at today's market valuation, how much can you get for
disinvesting a share of 5 per cent. | am not saying to sell 49 per cent or 51
per cent. A small percentage of disinvestment in the LIC may help us a lot.
Please don't think that the country is s0 weak, 80, we have to sell the LIC.
We are not salling the LIC. The LIC will continue. | served on the Board of
the LIC twenty-four years ago. So, | know what the LIC is. We are proud
of the LIC. But you must always understand that after the entry of private
sector insurance companies in life insurance business, the business of the
LIC has gone up, their competitive edge has gone up, their service has
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gone up, but their premia has come down. So, there is somebody to
compete. Thank you.

SHRI P.G. NARAYANAN (Tamil Nadu): Mr. Vice-Chairman, Sir, | rise
10 support these two Bills moved by the hon. Finance Minister.

The General Insurance Corporation of India was formed as a
Government company under the General Insurance Business (Nationafisation)
Act, 1872, and was looking after the task of superintending, controlling and
carrying on the business of general insurance.

On the formation of the GIC, the shares of the Indian insurance
companies, which were vested with the Central Government, were
transferred to the GIC and all the insurance companies became the
subsidiaries of the Corporation. Thus, Indian companies got merged with
one another and, ultimately, four Indian companies namely, the National
Insurance Company Limited, the New India Assurance Company Ltd., the
Oriental Insurance Company and the United Indian Insurance Company
Limited came into existence. As per the provisions of the Insurance
Regulatory and Development Authority Act, 1999 and the Insurance Act,
1938, the GIC can carry on exclusively re-insurance business, or, general
insurance business. To achieve this, the present Bift -- seeking delinking of
the four subsidiaries of the GIC from the parent company -- is a welcome
one. The reason to delink is to convert the GIC into a re-insurer. The
delinking is done in the light of the opening up of the sector to the private
institutions.

After the delinking, the four subsidiaries of the GIC, namely, the
National Insurance, the New India Assurance, the Oriental Insurance, and
the United India Insurance would continue to take care of general insurance
business, but the ownership of the subsidiaries will be transferred back to
the Central Government. Along with the ownership, the powers of the GIC
to regulate its subsidiaries wouid be transferred to the Central Govermment
and the Insurance Regulatory and Development Authority.

The amendment is on the lines of the Poddar Committee's
recommendations which had been set up to dsfine the roles and
responsibilities of the GIC. In the era of compestition, policies, strong
manolithic structure is not necessary. Employees fear that in a delinked
environment a cut-throat competition between the four subsidiaries in non-
tariff areas, such as marine cargo, would impact their financial health. The
Government should, keeping in mind the concern expressed by the
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employses association, frame policies and strategies to improve the financial
health of the companies.

india is a grossly under-insured country, and while this will help the
new entrants to acquire market share without much effort t0 start with, they
should not forget that, in the end, it is a reputation for probity and
promptnass that will determine their degrees of success, It is up to the
regulator now to ensure that there is no hanky panky. Precisely, the IRDA's
real work has just started and what it had done in the past was a very easy

part of it.

Keeping the competitiveness in mind, we should compete with the
competitors with products geared to market needs, more fiexible packages,
which must incitide corruption-free service.

The argument against the delinking and stresses on need for
merger is, it -will have greater financial strength, higher risk retention
capabilities, bigger network, pooling of resources as well as optimum
utilization of reserves and investment strengths, needs a big push in the era
of severe competition from muitinationa! companies.

To prevent flight of capital from India in the form of re-insurance
premium, and to ensure the development of our own strength and resources
to retain the risks within the country itself, the General Insurance
Corporation has been made to operate only in re-insurance area, under
section 101(A)(8){(ii) of the Insurance Act, 1938. Moreover, this measure is
also in tune with the provisions contained in the IRDA Act, 1999.

So far as the cargo insurance and the Crop Insurance are
concerned, the Government should not be biased towards crop insurance.
Basically, our primary occupation is agriculture. It is the backbone of the
indian economy. The agriculture crop Insurance should be the part of
business in any one of the subsidiary companies. All the four subsidiary
companies are competing for cargo insurance, and none of them is
interested in the crop insurance. A separate company for crop insurance
might be on the cards of the Government. But, till # comes into existence,
crop insurance should form part of the business of all the four companies,
and they should redress the needs of the farming community at large.
Thank you, Sir,
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SHRlI M.ALKADAR (Tamil Nadu): Mr. Vice-Chairman, Sir, as a
Member of D.M.K. 1 amn happy to speak in Tamil. | thank you, Sir, for giving
me this opportunity to speak on the General Insurance Business
(Nationalisation) Amendment Bill, 2002. While welcoming this Bill, | wish to
make a few observations on this Bill. The General Insurance Corporation of
Iindia has grown over the years and is in a good shape. This corporation is
also the holding company of four subsidiary insurance companies namely,
National Insurance Company Limited, the New India Assurance Company
Limited, the Oriental insurance Company Limited and the United India
insurance Company Limited. This Bill proposes to entrust re-insurance
business. to GIC and delink the four subsidiary companies from it. The
Parliamentary Committes on Public Sector Undertakings had opined that all
these companies should function in close coordination in the larger interest
of the nation. So, | would like to know from the Hon'ble Minister as to why
that recommendation has not been accepted by the Government. Why thay
are being delinked? This should be explained.

Sir, the employees of the General Insurance Corporation are
apprehensive of this decision of the Government. They are afraid of losing
their job. The Government should protect the employees at all cost. About
6850 persons are working in GIC out of which 400 are officers and the rest of
250 persons are class Il and class V. That is why the delinking of four
companies has raised apprehensions in the minds of these employees. |
once again appeal to the Government to take care of the welfare of the
employees and protact their job.

Mr. Vice-Chairman, Sir, civil aviation and crop insurance have been
taken out of the purview of General Insurance Corporation. It is expected
to bring in welcoma change. Huge sums of Government money have been
invested in this Corporation. This fund should be utilissd to support and
promote more companies so that the fund is put to optimum use. 1 hope
the Government would provide protection to farmers through Agricultural
Insurance Corporation. The creation of Insurance Sector for the farming
Community should not affect the General Insurance Corporation. Both
should be protected. | hope the Hon'ble Minister will do the needful. With
these words | support this Bill on behalf of D.M.K.

*English Transiation of the original speech delivered in Tamit.
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SHRI PRITHVIRAJ CHAVAN (Maharashtra): Mr. Vice Chairman, Sir, |
stand to support the two Bills, that is, the General Insurance Business
{Nationalisation) Amendment B8ill, 2002, and the Insurance (Amendment) 8ill,
2002. Sir, many hon. Members have spoken on these two Bilis, taken
together; these have already been passed by the other House, So, | shall
confine myself to only a few points on each of these two Bills,

| will first take up the General Insurance Business (Nationalisation)
Amendment Bill. What is sought to be done through this B is this. The
GIC will now become the sole national re-insurer, As per the IRDA Act, the
GIC is envisaged as the company to be either a re-insurer or to be in the
general insurance business. We have, with thesa set of amendments, made
the GIC into the sole national re-insurer. This has been done with the hope
that most of the re-insurance funds will remain in India, and the foreign
exchange outfiow will be restricted. The other feature of the General
Insurance Business (Nationalisation) Amendment Bill, 2002, is the demerger
of tha four insurance companies. Mr. Vice-Chairman, Sir, with the opening
up of insurance sector, many large multi-national companies are entering in
this field, as a result, huge competition is anticipated. In a way, it will be
good because the competition will, hopefully, provide better service to the
customers and also increase the depth of insurance. Probably, more
pecple will be insured. But, in the emerging scenario, what will happen to
the four demerged nationalised insurance companies? Perhaps, these four
companies may not be able to withstand the competition thrown by the
multi-national companies. Therefore, the point that has been made by
various Committees and some of the hon. Members, who participated in
this debate, is that these four companies should be allowed to be merged
into a large national insurance company. | think, it is a valid point and needs
to be considered. It need not be done tomorrow, but the hon. Minister
must assure us that he will try to consolidate the four demerged insurance
cempanies, maybe, to begin with, into two companies, and later on, if need
be, into one large public sector insurance company. Because in insurance
business, siza does matter. Then alone, a large company will be able to
withstand the competition. % is important for a nationalised public sactor
company to remain in business, to provide competition, so that there is no
cartelisation by the private sector companies. We are going by the
assurance that was given by the then hon. Minister of Finance, in
December, 1999. He had said that he had no intention of divesting the
equity of the nationalised companies. He had also assured us that he was
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going to take many steps to strengthen the nationalised insurance
companies, and that there would be no retrenchment of staff. | would
request the present Minister of Finance, the Leader of the House, to
reiterate those promises that he has no intention of divesting the equity of
the four demerged nationalised insurance companies. As a matter of fact,
he should tell us that he would definitely consider merging them together so
that the size, as well as, the critical mass to compete with the foreign
companies increases, so that they could play an important role, particularly,
in the field of social insurance. A point has been made by several hon.
Members that certain areas, which are not very profitable, are not being
looked at by the private companies. These areas will have to be catered to
by the public sector companies. Therefore, existence of a viable and strong
public sector company is essential. Therefore, merging of four companies,
which .are now being demerged, into a targe insurance company, is
something which needs to be considered.

Now | come to the other Bill, ie. The Insurance (Amendment) Bill,
2002. This Bill trles to attempt certain things. Scme of them are not very
significant. The five main items that the Insurance (Amendment) Bill tries to
atternpt  are, the entry of cooperatives, defining the allocation of surplus
betwesn shareholders and policyholders, allowing more flexible mode of
payments, which is weicome. it also defines the eligibility and quatification
for brokers, corporate agents and introduces brokers. There are only two
points that are important that is, entry of cooperatives and permitting the
brokers into the field.

On the entry of cooperatives, prima facie, there is nothing wrong
with the cooparative institutions' entering into the field of ingsurance, because
cooperatives work close to the rurai masses, they are close 10 people. And,
if you have to increase the depth of insurance, you have 1o take insurance
to the remctest areas because, India is a highly under-insured country.
There is a tremendous scope for taking insurance to the rural areas, and
cooperatives can play an important role in this regard, But, then we have
the recent experience of cooperatives in banking sector, and what we have
seen is, the duality of control between the Regulator (in case of banks, it is
either Reserve Bank of India or NABARD, depending on whether they are
urban ctooperatives or rural cooperatives) on the one hand, and the
Registrar of Cooperative Societies (who is generally controlled by the State
laws because, cooperatives is a State subject) on the other, has caused
problems. This duality of control has caused problems in the banking
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sector. And, the country is greatly agitated at the recent scams in the
cooperative banks. Over Rs., 500 crores have been stolen because of
duality of control, because nobody is owning up the baby, one Regulator is
pointing a finger at the other Regulator. | am afraid that unless the role of
respective Regulators, /.., the Registrar of Cooperative Societies in such a
way that the Insurance Regulator in this case, IRDA, is very clearly
demarcated, where insurance business is strictly looked at by the IRDA and
the Registrar of Cooperatives looks only at the administrative part of
cooperatives, i.e., membership, election, and so on, there will again be a
problem, and we will again be locking at a scam similar to one which is
unfolding in the banking sector, in the insurance sector. That is why the
safeguards 'that have been suggested such as not to reduce the entry
barriers, the equity barrier of Rs. 100 crores which is there for private sector
insurance companies should be retained for cooperatives also. That is a
good suggestion. | support that. But unless and until the division of
responsibility is clearly demarcated between the Insurance Regulator and the
role played by the Registrar of Cooperative Societies, | think we are again
playing into a similar situation, as we have faced in the banks.

The other point ‘which | would like to touch upon is the introduction
of brokers. This is highly a contentious issue. We have the experience of
Western countries. Sir, most of the Western countries work with the system
of brokers. As a matter of fact, it has been said by some experts that
foreign companies would not corne in India unless the law is changed
whereby the broking companies are allowed. We are now taking steps 1o
allow broking houses, brokers and it is, perhaps, done because the foreign
companies have insisted that broking should be allowed, large broking firms
should be allowed. We are ailowing that. Now, there is a problem. We
already have a system of agents, development officers who are generally
connected with one insurance company and they are loyal to that insurance
company, and they only iook at the interest of that company. Now, a
broker is supposed to be an intermediary who will work for a best possible
option for a client, and try to give him the best possible insurance product
available from any of the existing insurance companies. Now, where will his
loyalty ie? Will his loyalty lie with the client or whether his loyalty will lie
with the insurance company? If it is with the client, it is good. But, we
have cases in the United States, where these broking firms, large
companies, sometimes even larger than the insurance companies
themselves, have caused the huge failures in insurance sector because the
broker, after selling an insurance product to a client from one of the existing
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companies is not loyal to that company, cannot have any hold on that
company and if the company goes under and if it fails, then the client or the
person who is insured is left holding the bag. So, we have to be very, very
careful when we re-introduce brokers. My colleagues have talked about
different committees. The Standing Committee has recommendsd this Bill
without any amendment. But, at the same time, the Committee on Public
Undertakings, chaired by Shri Malhotra, has had grave reservations about
introducing 'brokers'. Therefore, while supporting this Bill, | would like to
caution the Govenment that when we introduce the system of
intermediaries, brokers and commercial agents, we have to be very careful.
This is what has caused problems abroad. This is what can cause
problems in India also. When we make rules, we have to be very careful
about commissions and responsibilities of brokers so that the insuring public
is not duped.

As | said earlier, it is often found that majority of the failure of
companies abroad is because of the brokers. They are called the 'deal
makers'. That is what can happen here also. This is one way where
insurance companies are avoiding the responsibilities and are passing on the
resonsibilities to somebody else - broking houses, There are a large
number of brokerage firms which are interested to ¢ome to India.

There is also the question whether we should allow the international
broker firms to come to India, and whether the 26 per cent cap on the
investment will also apply to these corporate brokers and foreign
companies.

There was also some thought about increasing the cap in the
ingurance sector beyond 26 per cent, to 49 per cent. At this stage we
should not do that. | was a member of the Standing Committee which
recommended a cap of 26 per cent. At that time, also we had considered
keaping the cap at 49 per cent, and the Standing Committee wisely decided
against it. Later, the Government also accepted the cap of 26 per cent.
We should retain this cap till the private sector really starts operating. We
should see how it works with the cooperatives and with the corporate
agents. Then only we should consider whether there is a need to increase
the cap further.

| conclude my intervention here by requesting the hon. Minister that
he should reassure us about the promises that his predecessor gave in
December, 1999, about not divesting the equity in the insurance companies,
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about strengthening the insurance companies, about the welfare of the
agents, about the welfare of the staff, and that the public sector companies
will play a dominant role in the de-regulated insurance market and that they
will be allowed to cormnpete, and, will break the cartelisation that may occur
with the entry of private companies. With these words, | conclude.

THE WICE-CHAIRMAN (SHRI PRABHAKAR REDDY). Shri C.O.
Poulose not here.
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SHRI S. VIDUTHALAI VIRUMBI (Tamil Nadu): Mr. Vice-Chairman,
Sir, thank you for giving me this opportunity to speak on the two Bills. Sir,
the Naticnal Insurance Company Limited, the New India Assurance
Company Limited, the Oriental Insurance Company Limited and the United
India Insurance Company Limited have now been delinked from the General
Insurance Company, Sir, | would like to refer to Bill No. 24 and Bill No. 74.
Bill No.24 regarding delinking of the subsidiaries from the GIC, and Bill No.
74 is regarding introducing some new system. | would like to make two
points before this august House. The first point is regarding the job security,
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and the second point is regarding the money security, As | said earlier,
through Bill No. 24, we have definked the four companies from the GIC and
through Bill No. 74, we have introduced the brokerage system and the
corporate agents. The General Insurance Public Sector Association of India,
which is looking after the subsidiaries, has opined that 30 per cent reduction
in the staff strength may be necessary after this system is introduced in the
country. Sir, | would like to quote the statement made by tha Chairman,
LIC, before the Standing Committee on Finance: "Our agents, who have
been meeting me and my colleagues in this regard, have besn mentioning
like this-,

'f the corporate and broker channel is allowed, they will use their
influenee to book business. They would alsc see that the rewriting
of policy takes place. They will also feel that the creamy layer of
the business will go out of their arena. These are the three major
fears that the agents and development officers have been
expressing. We may not be able to provide a value judgment
because this has not been in place so far. But certainly, this will
cause quite a bit of discomfort among the rank and file of the
agents . ¥

These observations have been made by the Chairman of the LIC. Sir, the
General Insurance Pubtic Sector Association has expressed the opinion that
there will be 30 per cant reduction in the staff strength. f my memory is
correct, when the IRDA Bill was being discussed in this House, the then
hon. Finance Minister had given an assurance to the nation, through this
august House, that thers won't be any retrenchment. | hope, the assurance
given by the Finance Minister, will be honoured. We want liperalisation. But,
at the same time, we also want to say that there should be job security for
the labourers and workers.

Another thing is that, as per the provisions of this Bill, the
designation of the chief agent and the principal agent is going to be
abolished. A new thing has been added in this Bill; that is, you bave
prescribed some qualification and training in this Bill, and you are going to
conduct the examination also. That is a welcome measurs. At the same
time, so far as the question of monsy security is concerned, the job of
collaction of premium, the issue of documents and the settlement of claims
will be left to the agents. What do we mean by an agent? An agent means
a broker, as wall as, a corporate agent. In that case, in order to ensure
accountability, we have 10 consider this aspect carefully. There is one
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system in the U.S.A., which is.-called the Managing General Agents System.
Under the Managing General Agents Systemn, the brokers themselves are
collecting the premium, and they are deducting their commission from it,

They themselves will deduct the commission, what, they feel, is
due to them, and the balance would be sent to the insurance companies. |
want to know whether the Managing Agency System will be introduced by
the IRDA here also. Once it comes, that may also come. There was a
report, three years back, that four hundred billion dollars had lost because
soms insurance companies were dectared bankrupt. That should not

happen.

The last point is regarding the commission amount between the
agents who are working now as LIC agents or GIC agents. About the
brokers, one school of thought says that, now, the commission is bselow
three per cent. If the brokerage system is introduced in India, it may be
above 15 per cent; maybe, 17.5 per cent. If the commission that they will
give to the brokers, is between 15 and 17 per cent, automatically, the
premium will go up. That wil, ultimately, affect the public. Befora |
conclude, | want to say that the assurance given by the Finance Minister
about job security should be fulfiled. The iobs should be secured for the
workers. This is number one.

Number two is regarding the money security. The people invest
money with the hope that it will come back with some profit. $So, that
aspect should be considerad by enacting the Bill. With these words, |
conclude. Thank you, Sir.

THE VICE-CHAIRMAN (SHR! P. PRABHAKAR REDDY): Shri Manoj
Bhattacharya. We have to complete the debate on both the Bills by
6 o'clock. Please try to be as brief as possible.

SHRI MANGJ BHATTACHARYA : Sir, | assure you that | will be as
brief as possible. | stand here on behaif of my party, the Revolutionary
Socialist Party, to oppose both the Bills with all the force at my command. |
was observing with utmost interest that the so-called Swadeshiwalas who
were professing the victory of Swadeshi over the multinationals, are, further,
opening the gates of the financial sector, the core sector of our country, to
the multinationals, to the private parties, and, that way, they are trying
to protect the interest of the nation! | assure them, through you, Sir, that
their slogan of Swadeshi will be an utter failure, and the people of this
nation who are languishing because of their policies will also understand.
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Sir, | would like to make a few points. Insofar as my knowledge is
concerned, the LIC or other insurance business is not a business alone. It
is also a social sector. It has got a social commitment, and with that
comnmitment, the Companies were nationalised long back. They were also in
a position to offer loans to the priority sectors, as .decided by the
Government, as decided by the nation. Once it is privatised, once the
brokerage system Iis introduced, can we decide the options of the
Government, the options of the Parliamant? Today, we can, unanimously,
decide that in some drought-prone areas, for agriculture, loans will be given
by the LIC or by the other insurance companies. After these Bills are
passed, after the total exposure to the private parties, and after the total
exposure to the multinationats, who are mostly busy--the hon. Finance
Minister is, perhaps, more aware of the fact than me that the world
economy today is, basically, a casino capitalism. Rt is a rampage of the
casino capitalism, speculative capitalism. Out of a few trillions of doliars
that are floating around the world, hardly a fraction of it is being utllised for
productive purposes. They are trying to create a rampage in the Indian
markets, and the passage of this sort of Bills will further consolidate the
attempts of the multinational corporations and the attempts of imperialist
forces. The ugly forces of imperialism will get encouragement from this sort
of Bills, from this sort of opening of tha financial sector.

Sir, | want to make another point-my friend, Shn Satish Pradhan,
has also tried to point it out-that, by way of VRS and CRS, the
employment is gsetting reduced. Sir, it is being assured that there would be
no retrenchment. What does the words "no retrenchment® mean? In the
sectors where there is no retrenchment, there will be no employment as
well. If there is no employment, where will the young generation of our
country go? In fact, there will Be no employment. The LIC and the GIC are
empioying hundreds of thousands of people. A few lakhs of pecple are
employed in GIC and LIC. 1 assert that it is not rationalisation. Somebody
said that it was rationalisation and nobody was going to be retrenched. But
the entry point is blocked. | fully support the views expressed by my friend,
Shri Dipankar Mukherjee. He has pointed out how 30 per cent of Group-C
and Group-D employees were retrenched by way of VRS or compulsory
retirement. Those people have been forced out of the organisations. This
will not create any employment. Shri Murli Deora was pointing out that
there would be 51,000 new jobs or something like that, But it is hardly
feasible,  This will lead to capital flight or assets flight from our country.
This will happen. Why should it happen? The people, who presided over
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the licence raj economy for over 35 or 40 years, are now pleading for some
other economy. They are pleading for globalised economy. They are
pleading for globalisation, liberalisation and privatisation. The Government is
following the same economy. After 5 or 10 years, the country will be
absolutely doomed. What will we do then? There wifl be assets flight,
money flight and capital flight from the country. Unless we prevent this sort
of flight from this country, this country's future will be absolutely bleak. |
exprass my anxiety that we are opening our financial sector to the mercies
and designs of the multinational corporations, to the designs of imperialism.
This is simply a design of neo-colonialism. This nation has fought against
colonialism, the subjugation for over hundreds of years. This Government is
really helping, in the name of liberalisation, by the way of opening up the
financial sector to the private parties, the multinationals. 1t is really helping
the neo-imperialist forces to re-colonise our country. |, as a conscious
citizen of this country, oppose it tooth and nail. | oppose it lock, stock and
barrel. | urge upon the Government to withdraw this Bill, have a relook into
the matter and come up with possible soiutions. Some hon. Members have
mentioned about the efficiency of these organisations. If there are any
deficiencies, you mend those dsficiencies. Instead of mending deficiencies,
we are trying to open it up; we are trying to sell if. This is absolutely a
wrong approach. | have high regards for the Finance Minister and the
Leader of the House. | urge upon him to withdraw this Bill, comea up with a
proper Bill, have a wider discussion, come up with better solutions in the
interest of the entire population of this country. With these few words, |
conclude. Thank you.

SHRI JASWANT SINGH: Mr. Vice-Chairman, Sir, | am very grateful
to the hon. Members who have participated in this discussion. ! befieve it is
an important discussion and | am grateful to them for the suggestions that
they have made. | will respond to, not each hon. Member's points, the
broad points that have been raised by most of them. The suggestions are
varied, Shri Mangj Bhattacharya said that | should withdraw the Bill. |
regret that | cannot withdraw the Bill. | am here, actually, to request the
House to enact this legislation. Therefore, | have to disappoint my
colleague, Shri Manoj Bhattacharya.

Sir, the first speaker, Shri Kapil Sibal, raised certain points to which
| respond.

SHRI MANOJ BHATTACHARYA; Sir, | am walking out.

488



[30 July, 2002 RAJYA SABHA

[At this stage the hon. Member left the Chamber.]

SHRI JASWANT SINGH: The first point was that the new entrants
in the insurance sector, particularly, the private companies, would not be
right in third party insurance because of the high cost and high loss ratio of
this particular thing. | am afrald it is not correct. No company, whether
private or public, can refuse third party insurance, so long as the vehicle
that is to be insured has the fitness certificate. Indeed, the IRDA has
reiterated instructions for compliance, and shall take necessary action if any
insurer declines dsliberately or otherwise to write the third party insurance.
He salid that the third party premium could not be raised. This too is not
correct. The third party premium can be raised by the Tariff Advisory
Committee which was established under the Insurance Act, 1938 and the
rationale for increasing the third party premium has to be established by
facts and figures of the Motor Insurance Premium. | am not going into
further details in this regard. :

One point has been mentioned by a number of hon. Members in
regard to employment, retrenchment and that why not bring the four
together instead of demerging thern. Sir, these companies are not only
sustaining but they are actually leading the competition. The figures which
have been provided to me say that the premium of these four companies at
the end of March 2002 is Rs. 11,800 crores as against six private companies
whose premium is Rs. 466 crores.

The third point was about brokerage; up to 30 per cent would
increase the cost of doing business for the public sector companies. Sir,
detailed regulations would be issued by the IRDA which would take care of
all these concerns and the broker shall work on behalf of the insured as the
insurer's representative and provide additional channel of distribution,

I am glad that my colleague and friend, Shri Dipankar Muhkerjee, is
here. He raised principally two points about the Notification which has
rendered the current amendment infructuous and that the four subsidiaries
of the GIC should be merged as recommended by the COPU. | can cite
many expert Committees that have actually recommended delinking. The
Malhotra Committee, tha Geethakrishnan Commities, the IRDA,  Chief
Executives, unions, associations, the All-India General Insurance Employess’
Association, the All-lndia General Insurance Officers’ Association, the present
Standing Committee and the previous Standing Committee, all have
recommended that it should be done. | would like to share with the hon.
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Member that the merger - { am not going into all the detalls; | will try to
satisfy you on these counts to the best of my ability - of these four public
sector companies would necessitate closure of a large number of Regional
Offices, Divisional Offices and Branch Offices. As against the prosent, you
are saying that it would reduce the employment and there would be
retrenchment, as computerisation progresses and at the clerical level, where
thera could possibly be some levelling out, | do not see any difficulty of
retrenchment as has been pointed out. But, currently, all the four offices
put together have 92 Regicnal Offices, 1,337 Divisional Offices and 2,748
Branch Offices. If you merge them, if at some stage the condition so
develops that they should be merged, it would result broadly, as of today's
assessment, in the closure of nearly 2,500 offices and during the post-
merger scenario around 1,500 offices would be required. Now, there is a
social consequence involved here and this was also taken Into account,
because if you merge them, then, unnecessarily, you will have to re-order a
number of officers, etc., and the staff also will have to be unnecessarily
displaced. Then, there is a different life-style, working culture of thesa four
compantes, in terms of size, in terms of networking of companies, business,
as also the human resource that these companies have developed. And, |
would just share with you; this, we felt, was not an advisable course of
action. Also, my old friend, for whom | have great esteem, - we had
been together In the other House also - Shri Prithviraj Chavan, mentioned
about the main amendments to the present Bill, like, introduction of brokers,
corporate agents, mode of payment, allocation of surplus, as afso the girect
entry of corporates.

Sir, you had raised the issue relating to crop insurance in
agriculture, and the services not going into the rural areas. | might inform
you that in fact, there Is an IRDA directive to all insurance companies,
private and public, which mandates upon them to have a certain percentage
of business in the rural sector; rising from five to seven and progressing like
that, and it also mandates how many years of business they have put in
those areas. Crop insurance is, currently, implemented under the National
Agriculture Insurance Scheme. This was revised in the Rabi Season of
1899-2000. It i3 avaitable to both lonee and non-lonee farmers and we have
already decided to set up a separate corporation for crop insurance; the
National. Agriculture Insurance Corporation will be established with capital
participation by the insurance companies; the Memorandum and Articles of
Assgociation have been formulated, and | hope very much that this
Corporation will be registered very shortly.
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My friend, Mr. Virumbi, spoke about retrenchment of employees in
the insurance sector. | would like to inform him that there is no proposal,
unlike the banking sector, for any Voluntary Retirement Scheme. The LIC
has also stated that they do not intend retrenching any employees, That is
the current situation. Then, the other, therefore, is the general trimming that
might take place on account of enhanced computerisation which would
increase efficiency; | do not foresee that possibility.

Sir, these are my responses as far as the points of the hon.
Members are concemed. | don't say that everything is absolute as it ought
to be in this Bil. We are entering a new territory and, as we proceed down
this path, no doubt, we will gain experience of what we were doing comrectly
and of what we were not doing comectly, and | can assure the hon.
Members that whenever we find that there is a need for improvement or
alteration or when we feel that it is not being handled properly, we, in the
Ministry, will have no hesitation whatsoever, we will accept the requirerment
for improvement, and come back to you for your help in camying out
necessary improvements either by way of amendments, or, in whatever form
it is necessary. | would like to express my gratitude to all the hon.
Members. | now commend to the House that these two Bills be passed.

DR, MANMOHAN SINGH: Sir, | have one query; ‘probably, the hon.
Minister has replied to it. Apprehensions have been expressed by the Life
insurance Corporation agents that the introduction of new intermediaries like
brokers is going to create an uncertain future for them. Would the Minister
kindly say what his intentions are, what are the likely consequences of this
Bl for the future of this category of people, that is the LIC insurance
agents?

SHR! JASWANT SINGH: Sir, the existing LIC agents are of very old
standing. In the LIC, as the premier life insurance corporation, they really
had a monopoly. Of course, others will now enter the field. The others
who now enter the field will be required to have certain qualifications. They
have also been specified. | can understand that there is some
apprehension in the minds of the existing LIC agents that by the entry of
the new peopie, their future is likely to get jeopardised. But we will do our
utmost to ensure that their future is not jeopardised. They have for very
long been loyal agents of the LIC.

THE VICE-CHAIRMAN (SHRI P. PRABHAKAR REDDY): | will now
put the motion for consideration of the first Bill to vote. The question is:-
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*That the Bilt further to amend the General
insurance Business {Nationalisation) Act,
1972, as passed by Lok Sabha, be
taken into consideration,”

The motion was adopted,

THE VICE-CHAIRMAN (SHRI P. PRABHAKAR REDDY): We shall
now take up clause-by-clause consideration of the 8ill.

Clauses 2 to 8 were added to the Bill,
Clause 1, the Enactling Formula and the Title were added to the Bill.
SHRI JASWANT SINGH: Sir, | move:-
*That the Bill be passed"®.

The quastion was put and the motion was adopted.

The Insurance {Amendment) Bill, 2002

THE VICE-CHAIRMAN (SHRI P. PRABHAKAR REDDY): | shall now
take up the Insurance (Amendment) Bill, 2002. The question is:-

*That the Bill further to amend the Insurance Act, 1938,
as passed by Lok Sabha, be taken into
consideration.*

The question was put and the motion was adopted,

THE VICE-CHAIRMAN (SHRI P. PRABHAKAR REDDY): We shall
now take up clause-by-clause consideration of the BIill,

Clauses 2 to 18 were added to the Bl
Clause 1, the Enacting Formula and the Title were added to the Bill.
SHRI JASWANT SINGH: Sir, | move:-
"That the Bill be passed.”

The question was put and the motion was adopted.
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THE VICE-CHAIRMAN (SHRI P. PRABHAKAR REDDY): The House
stands adjourned till 11 A.M. on Wednesday.

The House then adjourned at fifty-nine minutes past. five of the clock till
eleven of the clock on Wednesday, the 31™ July, 2002.
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