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SECRETARY : Sir, I lay the Industrial 
Disputes (Amendment) Bill, 1972, on the 
Table. 

ALLOCATION OF TIME   FOR 
GOVERNMENT     LEGISLATIVE     

AND     OTHER BUSINESS 

MR. DEPUTY CHAIRMAN : I have to 
inform Members that the Business Advisory 
Committee at its meeting held today the 29th 
May, 1972 allotted time as follows for 
Government Legislative and other Business to 
be taken up during the current Session of the 
Rajya Sabha :— 

Business Time 
allotted 

1. Consideration and Passing of:— 

(a) The Delhi Co-operative Societies 
Bill, 1972. 2 
hours. 

(b) The General Insurance 
(Emergency Provisions) 
Amendment Bill, 1972.      1 
hour. 

(c) The Salaries and Allowances of 
Members of Parliament (Amendment) 
Bill,  1972. 30 minutes. 

(d) The Taxation Laws (Extension to 
Jammu and Kashmir) Bill,  1972.
 1 
hour. 

(e) The Constitution (Thir-
ty—first    
Amendment) 
Bill, 1972 2 hours. 

(f) The Constitution (Thir 
ty-second Amendment) 
Bill, 1972. 1 hour. 

(g) The   National    Service 
Bill, 1972. 2 hours. 

(h) The Aligarh Muslim 
University (Amendment) 
Bill, 1972. 4 
hours. 

(i) The Delhi Lands (Res 
trictions on Transfer) 
Bill, 1972. lhr. 30mts. 

2. Consideration of motions for concurrence 
in the recommendation of Lok Sabha for 
reference of the following Bills to Joint 
Committees:— 

(a)  The Mines (Amendment) 
Bill, 1972. 1 hour. 

(b) The Untouchability 
(Offences) Admendment 
and Miscellaneous Pro' 
vision Bill, 1972. 1 hour. 

(c) The General Insurance 
(Nationalisation)     Bill, 
1972. 1 hour. 

The Committee also recommended that 
the House should sit up to 6.00 p. M. daily and 
beyond 6.00 P. M. as and when necessary for 
the transaction of Government Business. 

THE    GENERAL    INSURANCE (EMER-
GENCY     PROVISIONS)  AMENDMENT 

BILL, 1972 

THE DEPUTY MINISTER IN THE 
MINISTRY OF FINANCE (SHRIMATI 
SUSHILA ROHATGI) : Sir, I beg to move : 

"That the Bill to amend the General 
Insurance (Emergency Provisions) Act, 
1971, as passed by the Lok Sabha, be 
taken into consideration." 

An Ordinance was issued on 13th May, 
1971 which provided for the vesting of the 
management of the undertaking of general 
insurance companies in Government pending 
nationalisation of their business. Subsequently 
an Act was passed replacing the Ordinance, 
which took retrospective effect from the 13th 
May, 1971. 

The Ordinance and Act followed closely 
similar legislation which was enacted at the 
time of nationalisation of life insurance 
business. However, unlike on the previous 
occasion, certain difficulties have arisen in the 
working of the Act. It has been contended that 
since only the management has been taken 
over, and since the ownership continues to vest 
with the previous management, the 
shareholders are still competent to decide in 
what manner the management should be 
carried on. As a logical corollary, it has been 
contended that the shareholders can have the 
power to decide that the carrying on of general 
insurance business should be discontinued. 
Two such cases have arisen. At an 
extraordinary general meeting of an insurer, a 
resolution was passed deciding to discontinue 
general insurance business with effect from the 
1st January, 1972 and the Custodian was 
requested to comply with the resolution. On 
his   failing  to   do so, the company, Board of 
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Directors and shareholders filed a petition 
before the High Court for the issue of writs on 
the Custodian and the Central Government to 
implement the resolution of the shareholders. 
On this petition the High Court has decided 
that the right to manage an undertaking is 
different from the right to decide what 
business a company should or should not 
carry on. According to the High Court's 
judgement, therefore, the resolution must be 
given effect to, under the Act as it stands and 
the Custodian and the Central Government 
were, therefore, directed by the High Court to 
discontinue new insurance business, so far as 
the particular insurer is concerned. 

The Board of Directors of another insurer 
gave notice some time back of a resolution 
purporting to amend the Memorandum and 
Articles of Association for commencing a new 
line of activity. The effect in this is the same 
as in the previous one, namely, that the 
transaction of new insurance business should 
be stopped. It is possible that other insurers 
also might pass similar resolutions. 

The Act provides for the payment of 
adequate compensation to the previous 
management for deprivation of their right to 
manage the undertaking of the insurer. The 
intention of the Act has all along been that all 
powers of management, including the carrying 
on or otherwise of the general insurance 
business, vested in the Custodian so that the 
Board of Directors or the shareholders can 
have no say in the matter. 

The judgment of the High Court referred 
to earlier and the attitude of the previous 
management in some other cases has made it 
necessary to amend the Act to make the 
intention absolutely clear by explicitly provid-
ing that the custodians alone shall hare the 
powers of management whether the powers 
are derived from the Companies Act or the 
Memorandum and Articles of Association or 
from any other source. It is also necessary to 
clarify that any resolution passed by the 
previous Board of Directors or shareholders, 
shall not have effect unless approved by the 
Central Government. These provisions are 
now necessary to be enacted so that 
resolutions are not passed by the previous 
management which have the effect of creating 
difficulties in the smooth implementation of 
the process of nationalisation. Hon. Members 
will, therefore, appreciate that what is now 
proposed is only   to make clear   beyond    all   
doubt   the 

intention    that    all powers   of   
management should vest only in the 
custodian. 

The opportunity has been availed of to 
make two minor amendments which are of a 
clarificatory nature. The first one is an 
amendment in section 6 of the Act. It will be 
noticed that the compensation referred to in 
section 6 is related to the average quantum of 
dividends distributed for the years 1967, 1968 
and 1969. The wording used in the Act 
namely "during the years" might be inter-
preted as referring to a dividend/distributed in 
these years even though it might relate either 
to these years or to any earlier year. What is 
relevant is, however, only the dividends 
distributed for any of these years. The 
proposed amendment seeks to remove the 
ambiguity. 

So far as foreign insurers are concerned, 
the management compensation under section 
6 is based on the net premium income of the 
undertaking of the insurer during 1969. Since 
some foreign insurers transact insurance 
business outside India through their Indian 
branches, they m'ght include the foreign 
premium income written by the Indian branch 
for calculating the amount of compensation. 
This was not the intention and the second 
amendment proposed clarifies that only 
premium written in India will be taken into 
account. 

It will be appreciated that the amendments 
proposed under this Bill are intended only to 
remove doubts about the powers of the 
custodians and to make clarificatory verbal 
amendments. No new principles are being 
enacted. I seek the support of all the Members 
of this House to pass this measure. Sir, I 
move. 

The question was proposed. 

SHRIBALACHANDRA MENON 
(Kerala): Mr. Deputy Chairman, Sir, this Bill 
has become absolutely necessary because the 
High Court merely stated that management 
does not mean taking over of the property. 
You only manage, you do not take over. 
Unless it is clearly stated that you are taking 
over the property, you cannot just say that by 
the right of management you have become the 
owner, and it is quite right. I wonder why, 
when the Ordinance was passed, it could not 
be seen; I wonder why the Law Department 
was not able to find it out. It is a very simple 
thing.  It differs from the right of management 
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[Shri Balachandra Mcnon] and they should 
have seen it. Anyhow, it is good that they 
have at least brought forward this amending 
Bill and it will save us from further troubles. 
And I am glad that at least now we have 
thought it fit that a Bill of this type is 
necessary. I therefore welcome it, and at a 
time when wc are thinking of nationalising 
general insurance, it is absolutely necessary 
that we see that all the loopholes are plugged 
so that, again, we are not unnecessarily 
dragged into the court, 

SHRI B. K. KAUL (Rajasthan): There are 
so many loopholes. 

SHRI BALACHANDRA MENON: But 
as far as possible, we must be in a position to 
plug all these loopholes. It is a step in the 
right direction that the Government has taken. 

SHRI B. K. KAUL : Mr. Deputy 
Chairman, I welcome this amending Bill. Still 
I think that the Government is lagging behind 
in waiting for the. nationalisation of the 
general insurance companies. They are going 
step by step and I do not know why they 
forget that these steps might in the long run 
hamper the progress of the nationalisation of 
general insurance business. 

They have appointed the Custodians. And 
from what kind of personnel ? They have 
appointed Custodians out of the employees of 
the general insurance companies. And there 
are certain Custodians who were appointed by 
this Government and who were against 
nationalisation. They were basically against 
nationalisation and this Government, unaware 
of their activities, appointed such employees 
as the Custodians. And you will yourself rea-
lise, such people who are basically against the 
nationalisation of general insurance, when 
they have got the power to act as the Custo-
dians of the companies, what would be the 
fate of those companies and of the policyhol-
ders? They must understand it. I have got 
certain experience of these insurance compa-
nies. They are very apathetic, they want to 
bring discredit to the Government. The sooner 
the government take over the entire 
companies from their hands, the better, would 
it be. As a matter of fact, if they nationalise 
them they will be doing justice to the policy 
which we have taken so far as nationalisation 
is concerned. It is good that they have tried to 
remove the loopholes. But are they going to 
remove the basic loophole, which will not be 
removed unless general insurance is entirely 
nationalised ? 

The foreign insurers, I must submit, Sir, 
have kept the doors open for foreign exchange 
to go outside India. These foreign insurers are 
carrying on their business here and the money 
which they get goes out of India. How are we 
going to plug that ? The best course woidd be 
to take over that insurance from their hands. I 
would like to say whether [hey have taken 
those steps or not ? They should plug all those 
loopholes which help the foreigners to take 
out foreign exchange. So these are the things 
which I would like the Government to see and 
see through. I am sure this Bill will not 
betheeniire panacea for the ills which the 
insurance companies suffer from. 

MR. DEPUTY CHAIRMAN : The other 
Bill for nationalisation is coming. It has 
already been introduced in the Lok Sabha. 

SHRI B. K. KAUL : With these words I 
support the measure. 
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SHRI N. G. GORAY (Maharashtra) : Sir, I 
do not want to take much of your time. There 
is no question of opposing this Bill. But the 
very fact that the Government had to come 
forward with this emergency Bill shows how 
lackadaisical we were when we took over the 
general insurance. Sir, we continued with the 
system of custodians and the final Bill which 
completes the process of nationalisation is yet 
to come. I just want to point out to the 
Minister that now that it has been introduced 
in the Lok Sabha and it is to come to the Rajya 
Sabha, it is likely that there will be a Select 
Committee and the Select Committee will take 
another six months, and most probably before 
the next year we will not have the final Bill at 
all. Sir, I would like to point out that giving 
such a large margin to all these people, 
custodians, shareholders, etc., who, as my 
colleague here pointed out, were against 
nationalisation of general insurance, will mean 
giving them opportunities of picking out holes 
in the whole system. Really they can sabotage 
the whole scheme. I do not know how far this 
emergency Bill will plug all the holes. But 
there may be other holes, I do not know, and it 
may be that they will try to take advantage of 
these. So, I would request the Government to 
make haste with the Bill which seeks to 
complete the process of nationalisation, so that 
there will be no chinks left in their armour and 
it will be possible to reap the maximum 
benefit out of what we have done already. 

SHRIMATI SUSHILA ROHATGI : Mr. 
Deputy Chairman, Sir, I would like to thank 
all the hon. Members for having given their 
unstinted support to this amendment Bill. This 
is precisely what we have been anticipating 
because we realise that Members are very 
keen that the nationalisation Bill should come 
as soon as possible and, therefore, they do not 
have many points to raise now. The 
nationalisation Bill has alaeady been intro-
duced in the other House and I think very soon 
it will go to a Select Committee, and hon. 
Members will have a chance to express their 
views there. But certain points have been 
mentioned here and I would like to clarify 
them. 

The first and foremost is the   charge   that 
we have been  bringing   piecemeal   
legislation 
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[Shrimati Sushila Rohatgi] and the 
Government has not been doing things at one 
stroke. Personally I do not know how we can 
do everything in one stroke. The Government 
has to understand all the intricacies and the 
complications which are behind a certain 
legislation. This was a very complicated issue 
and I think all the hon. Members will share 
this view. Even at the time of the 
nationalisation of life insurance, this was pre-
cisely the procedure followed and the same 
formalities were followed at that time. But no 
eventuality arose at that particular time. Now 
we are facing certain difficulties. It is not that 
there has been any negligence on the side of 
the Finance Ministry or the Law Ministry. It is 
a developing time. We are free-thinking 
people, independent people. Certain 
exigencies have arisen and it is in order to 
combat these difficulties that this amendment 
Bill is here. 

The other point is that we should have 
tried to do it as soon as possible, that about a 
year has passed in this process and a com-
pensation to the tune of Rs. 33 lakhs a month 
has been paid. It is not that the Government 
wanted to oblige anybody by doling out 
money to anyone. We had been working upon 
certain things like what type of organisation 
should be there, whether there should be one 
corporation or there was need for more, what 
was the area of the competition, whether it 
should be in certain regions or it should be for 
the entire country as such. 

Therefore, all these eventualities had to be 
taken into consideration and this was the least 
time that could have been worked upon, and I 
think it is a good thing that the Bill is already 
introduced in the other House. The other point 
made was that the Government had not 
thought of these things before and that we had 
started thinking only not. It is not correct to 
say that. The Government has been 
continuously thinking taking into 
consideration all these practical obstacles in 
the way, and it is only on the basis of that we 
have come forward with this. There is a very 
big challenge before us. We want to make 
these public undertakings, all these 
nationalised undertakings, a success. There is 
the question of public accountability. And as 
such when we come to Parliament, all those 
factors have to be taken into account. That is 
why there was a little time taken and that, I 
think, would be appreciated by the House.  
Mr. Kaul raised a pertinent ques- 

tion and that was about reinsurance. I am 
afraid he is not here now, yet I would like to 
go on record... 

SHRI NAWAL KI SHORE (Uttar-
Pradesh) :   We are here. 

SHRIMATI SUSHILA ROHATGI : All 
right, if you share his concern, I might clarify 
that point. Mr. Nawal Kishore, you did not 
speak ; I thought you were interested in the 
Bill... 

SHRI NAWAL KISHORE : I will speak 
in the third reading. 

MR. DEPUTY CHAIRMAN : He will 
speak on the other Bill. 

SHRIMATI SUSHILA ROHATGI: Then 
we missed a very good speech ; even other-
wise, he is a very good speaker. 

Even now the maximum possible reinsura-
nce is retained within the country itself. Only 
where the risks are too large to be retained 
within the country they are re-insured abroad. 
Even foreign insurers have to comply with this 
discipline in respect of the business written by 
them in India, I think that will satisfy the 
point. In regard to reinsurance there is one 
point more. Some foreign insurers reinsure 
their business in a block along with their head 
office business. Of course, this source of loss 
will be plugged when notionalisation is com-
plete. So I think this will allay the fears. Then 
there is another point, a very relevant point. 
One honourable Member suggested that there 
were some custodians who are opposed 
baisically to the idea of nationalisation of 
general insurance. There are two or three cus-
todians who were opposed to the idea of na-
tionalisation of general insurance, but they 
were interested in insurance business as such. 
Therefore, when the idea came for nationalis-
ing the general insurance, they, being commit-
ted to general insurance, have been working 
loyally and no case has been brought to our 
notice where we can doubt their loyalty to 
general insurance as such. Therefore, that fear 
need not arise at all. There is another point 
which has been mentioned, that some compa-
nies have not appointed custodians. I will have 
to clarify that point also. There are only four 
insurers where custodians have not been 
appointed, and they are, the Oriental Fire and 
General Insurance, Company Ltd., Jupiter 
General Insurance Company Ltd., the Indian 
Guarantee Insurance Co. Ltd., and  the India 
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Reinsurance Corporation. Of these the first 
three are in the public sector and are subsidia-
ries of the LIC. The previous board of ma-
nagement will continue to manage these on 
behalf of the Government now. As regards the 
fourth company, the India Reinsurance Corpo-
ration, its shares are held by the other insu-
rance companies and hence there is no need 
for the appointment of a separate custodian. I 
think all the points that have been raised have 
been covered now. With these words, I hope I 
recieve the unanimous support of the House. 

MR. DEPUTY CHAIRMAN : The ques-
tion is: 

"That the Bill to amend the General 
Insurance (Emergency Provisions) Act, 
1971, as passed by the Lok Sabha, be 
taken into consideration." 

The motion was adopted. 

MR. DEPUTY CHAIRMAN: We shall 
now take up the clause by clause 
consideration of the Bill. 

Clauses 2 to 4 were added to the Bill. 

Clause 1, the Enacting Formula and the Title 
were added to the Bill. 

SHRIMATI SUSHILA ROHATGI: Sir, I 
move : 

"That the Bill be passed." 

The question was proposed. 

MR. DEPUTY CHAIRMAN : The ques-
tion is: 

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

 



151 Motional Service [ RAJYA SABHA ] Bill, 1972 152 

MR. DEPUTY CHAIRMAN: We will 
now take up the National Service Bill,   1972. 

SHRI NAWAL KISHORE : This Bill we 
have finished in 25 minutes. The next one we 
will take up after lunch. 

MR. DEPUTY CHAIRMAN: The House 
stands adjourned till 2 P. M. 

The House adjourned for lunch at 
fifty-eight minutes past Twelve of 
the Clock. 

The House reassembled after   lunch at two of 
the Clock—MR. DEPUTY CHAIRMAN in the 
Chair. 

THE NATIONAL SERVICE BILL, 1972. 

MR. DEPUTY CHAIRMAN: Let us now 
take up the National Service Bill, 1972. Yes, 
Mr. Pant. 

THE MINISTER OF STATE IN THE 
MINISTRY OF HOME AFFAIRS (SARI K. 
C. PANT): Sir, I beg to move: 

"That the Bill to provide for the registration 
of qualified persons and for the rendering of 
national service by such persons and for 
matters connected therewith, as passed by the 
Lok Sabha, be taken into consideration." 

Sir, this Bill was introduced in the present 
Lok Sabha on the 5th April, 1972. It had been 
introduced earlier in the Fourth Lok Sabha on 
the 26th August, 1970. But, with its 
dissolution in December 1970, the Bill had 
lapsed. The Bill, as introduced, was passed by 
the Lok Sabha on the 22nd May 1972. 

The main objective of the Bill is to ensure 
that engineers and doctors are made available 
in adequate numbers for the defence of our 
country and for other activities of national 
importance, such as,, family planning progra-
mmes and health services for the rural areas, 
and construction of dams in remote and diffi-
cult areas, etc. 

In the wake of the Chinese aggression, the 
Government had formulated a Compulsory 
Liability Scheme whereby engineers and 
doctors up to the age of 40 and 45 years 
respectively, in Government service or in 
public sector undertakings, were made liable 
to render service in the Armed Forces or on 
work relating to defence efforts anywhere in 
India or abroad for a period of four years.  
Experience has re- 

vealed that the Compulsory Liability Scheme 
cannot by itself be relied upon to provide 
sufficient number of doctors and engineers for 
the Armed Forces of the Union or for other 
forms of national service. It is, therefore, con-
sidered necessary that this liability should be 
extended to all persons who hold recognised 
medical qualifications within the meaning of 
the Indian Medical Council Act, 1956, or a 
degree in engineering or technology, or both. 

It is also felt that the Scheme should 
covet-any kind of national service which the 
Government may specify and that the Scheme 
should not be restricted in its scope to defence 
efforts only. This will have the advantage of 
widening the base of recruitment to the Armed 
Forces of the Union and will also help in en-
suring that doctors or engineers required for 
other activities of national importance in civi-
lian departments become available. 

The view has been expressed in some quar-
ters that in view of the present availability in 
abundance of qualified engineers and the fairly 
easy position in regard to the availability of 
doctors, there is no necessity for a National 
Service Scheme, especially in peace time. It 
has also been contended that in the context of 
the present unemployment among engineers, 
the Bill would not serve any useful purpose. I 
would like to reiterate here that in spite of the 
fact that over 19,000 graduate engineers are 
seeking jobs at present, the Ministry of 
Defence are finding it difficult to recruit 
engineers in adequate numbers for defence 
purposes. Similarly, the vitally important 
programme of extending health and family 
planning services adequately to the rural areas 
has been affected because of the considerable 
shortage of doctors in the primary health 
centres. As on 30th June, 1971, out of 5,127 
primary health centres in the country, 175 had 
no doctor whatsoever; 2810 centres had only 
one doctor against the normal sanctioned 
strength of two doctors. Even in the 
foreseeable future, difficulties in attracting a 
sufficient number of doctors to Government 
service in rural areas are likely to persist. The 
shortage has occurred in a pattern where one 
primary health centre caters to 80,000 to 
1,00,000 population. The shortage would be 
further aggravated when the number of 
primary health centres is increased to ensure a 
more intensive coverage. The hon. Members 
are aware that owing to the unwillingness of 
doctors in some cases to go to rural areas and 
their tendency to stick to towns, the medical 
and health cover that we   have   been 


