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Courts Bill, 1968. The names of the
members nominated by Lok Sabha to serve
on the said Joint Committee are set out in
the motion.

MOTION

That this House do concur in the
recommendation of Rajya Sabha that the
House do join the Joint Committee of the
Houses on the Bill to define and limit the

powers

of certain courts in punishing

contempts of courts and to regulate their
procedure in relation thereto, made in the

motion

adopted by Rajya Sabha at its

sitting held on the 27th November, 1968
and communicated to this House on the
29th November, 1968 and do resolve that
the following thirty members of Lok
Sabha be nominated to serve on the said
Joint Committee, namely:—

(9
(10)
(11)
(12)

(13)
(14)

(15)
(16)
an
(18)
(19)
(20)
(20
(22)

Shri Nathu Ram Ahirwar \
Shri 8. M. Banerjee
Shri R. D. Bhandare
Shri ¥. B. Chavan
Shri C. Chittibabu
Shri Ram Dhani Das
Shri M. Deiveckan

Shri Shri Chand Goyal
Shri Kanwar Lal Gupta

Shri J. N. Hazarika
Shri Ghayoor Ali Khan

Shri Vikram Chand Maha-
Jan

Shri Maharaj Singh
Shri B. P. Mandal
Shri P. Govinda Menon

Shri V. Viswanatha Menon |
Shri Srinibas Mishra

Shri Piloo Mody

Shri Anand Narain Mulla
Shri C. Muthusami

Shri Amrit Nahata
Shri K. K. Nayar

(23) Shri Bhaljibhai Ravjibhai
Parmar

(24) Chaudhuri Randhir Singh
(25) Shri K. Narayana Rao
(26) Dr. Sisir Kumar Saha
(27) Shrimati Savitri Shyam
(28) Shri Vidya Charan Shukla
(29) Shri S. M. Siddayya

(30) Shri Pravinsinh Natavar-
sinh Solanki.""
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SHRI M. K. MOHTA (Rajasthan) : Madam
Deputy Chairman, there are certain provisions
in this Bill which are objectionable and I
would like to draw the attention of the House
and of the hon. Minister to them. The hon.
Minister, Mr. K. C. Pant, himself spelt out the
difference between life insurance and general
insurance when he said that life insurance is
essentially a long-term contract of as long as
60 years whereas general insurance is es-
sentially a short-term contract. He also said
that by investing a small amount in the share
capital of a lif«
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[Shri M. K. Mohta] insurance company,
control can be exercised over a very large
amount oi the monies which belong to the
policy holders, but such is not the case with
regard to general insurance. He is reported to
have said that general insurers do not have
any power, economic or otherwise. In view
of all these statements by the hon. Minister, |
fail to understand the real necessity of the
very wide powers that are being sought to be
given to the Controller of Insurance. The
powers are so wide that they really encroach
on the freedom of the citizen to carry on
trade or business, and no real case has been
made out for encroaching on this freedom
and for appropriating such wide powers
through the Controller of Insurance.

The Controller of Insurance will have
powers to appoint a director of a general
insurance company or to remove him, or to
appoint or remove executives. These powers,
I beg to submit, should be exercised by the
owners of these companies, namely, the
shareholders. The taking away of these
powers from thje share-ihalders and giving
them to the Controller amounts to a negation
of the democratic processes. Unfortunately,
no case has been made out by the
Government for such a drastic step.

The hon. Minister himself said that the
general insurance business is, on the whole, a
relatively small business and the profits of the
general insurance companies of Itodia
amount to on\y Rs. 4 crores per annum. Even
then, all kinds of controls are being sought to
be imposed on these companies. There are
controls over investment, over the
commissions that may be payable to the
agents and over the gene-Tal conduct of the
insurance business. As regards the investment
policy, according to a provision in the Bill,
75 per cent of the investible funds would
have to be invested in the so-called approved
securities. 1 beg to submit that by this
measure the Government is encroaching upon
the legitimate field oj activity of the private
sector. One hy one the avenues open for
invest-
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ment in the private sector are being dried up.
First, the Life Insurance Corporation took
away a very large chunk of investible funds.
Then the banks were brought under the so-
called social control. A very large portion of
the banking sector was nationalised. And even
a very sizable sector of the general insurance
business is under Governmental control. Not
being satisfied with these measures, the
Government now wants that 75 per cent of the
investible funds to be invested in approved
securities. The Government have come out
with a very long list of key industries, priority
industries, export-oriented industries and so
on. But we fail to understand how these so-
called key or priority industries will be able to
raise money in the capital market when the
possibilities of investment in these industries
are being curtailed one by one. I would like to
submit in this connection that new industrial
undertakings in the key or priority fields may
be included in the overall limit of 75 per cent
so that they may not h*e deprived of the
needed funds.

According to another provision in the Bill,
the Government-nominated directors will have
the power of veto in respect of investments in
non-approved securities. In this connection I
would like to submit that the money that is
sought to be invested is not public money in
the correct sense of the word. It is not policy-
holders' money. It is only share-holders'
money and the share-holders themselves are
the only people who should be given the right
to decide where all the money should be
invested. There are already restrictions on
investments being made of more than 10 per
cent, of the funds of the insurer or 10 per cent,
of the subscribed share capital of the company
in which investment is sought to be made.
These restrictions are quite enough and I
would submit that no further restrictions ought
to have been imposed.

As regards the functions of the Controller
and the functions of the Consultative
Committee, I would like to



4461 Insurance

submit that the Consultative Committee will
become meaningless unless it is headed by a
non-official. If the Controller himself is going
to be the chairman of this Consultative Com-
mittee, the whole thing would be a put-up
show and nothing would come out of the
deliberations of this Committee.

Again, there is a provision regarding appeal
to the Government if an insurer feels
aggrieved by the decisions of the Controller.
Here again "the Government" would mean the
bureaucratic machinery under the Government
and no real justice could be assured to the
insurer. I would submit -that appeals in such
cases ought to be made to a judicial tribunal
and not to the Government. Had the Govern-
ment decided in favour of outright
nationalisation of insurance business, outright
taking over of the insurance business, it would
have been a deffer-ent matter, because in that
case Parliament would have had the power to
supervise the Government-controlled
insurance business. But in this particular case
Parliament would not have any direct power
to supervise the acts of the Controller of
Insurance.

THE DEPUTY CHAIRMAN: How much
more have you to say ?

SHRI M. K. MOHTA
minutes.

THE DEPUTY CHAIRMAN: You may
continue.

Another five

SHRI M. K. MOHTA : In this particular
scheme of arrangement Parliament would not
have any power over the Controller of
Insurance and it is feared that autocratic
decisions may be taken by him which would
not be in the best interests of the public as a
whole.

Another point I would like to raise in this
connection is about the unfair trade practice in
which the L.I.C, and the companies under the
LC.L. are indulging. It has been reported that
the industrial concerns which go to the L.I.C,
or even to the State Financial Corporations for
financial aid are forced to pledge  their
general insurance
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business with the L.I.C, or its subsidiary
companies. This, if I may suggest, is a very
unfair trade practice, and I would appeal to the
Government to give directions to the L.I.C, to
desist from such practice. I do not mind the
L.I.C, or its subsidiary companies competing
in the insurance field on a fair basis. Let them
compete fairly. Let them try to secure more
business by giving better services and by
winning the confidence of the insurance
seekers but let them not use the weight of the
funds available with the L.I.C, for giving
loans, or available with the State Finance
Corporations as a lever to acquire insurance
business.

Another point I would like to submit is the
ceiling that is sought to be placed on the
commission payable to the agents. It is
reported that the ,hon'ble Deputy Prirrte
Minister and Finance Minister himself stated
that there is a lot of malpractice going on in
respect of the commission that is paid to the
agents. He feared that a part of the
commission was shared by the agents with the
people who took out insurance policies. It is a
very strange statement coming from the
Finance Ministe;. After ajl, everything is
recorded. The commission that is paid to the
agents is recorded in the books of the
insurance company. That information is
available to the Income-tax Department. And
even in spite of this information if the Income-
tax Department is not able fo find out whether
any sharing of commission has taken place or
not, then I must say that it is a vary great
indictment of the department itself and the re-
medy to this lies in the tightening up the
working of the Income-tax Department and
not in lowering the commission payable to the
commission agent. The people who form the
bulk of the insurance commission agents are
all middle income group people and putting
any cejling on their commission would be
doing them a great injustice.

I would like to give an instance of the
amount of commission that they can earn. A
medium.sized cotton mill does
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not have more than Rs. 75,000 worth of
premium payable every year and the
commission on this would amount to only Rs.
4,000 in a year. This ia the type of
commission that an agent would earn. It
should not be the Government's policy to
place ceilings on the earnings of these middle
income group people. With these words I op-
pose the Bill.

THE DEPUTY CHAIRMAN: The House
stands adjourned till 2 p.M.

The House then adjourned for
lunch at five minutes past one of the
clock.

The House reassembled after lunch at 2.00
P.M. THE DEPUTY CHAIRMAN in the Chair.
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SHRI U. K. LAKSHMANA GOWDA
(Mysore) : Madam, in general terms I oppose
this Bill, as I feel that the social control which
Is proposed under this Bill does not meet the
objectives ol the original demand for
nationalisation of the general insurance
industry as well. The Insurance Act is a very
old one brought into force before India
became independent and there have been very
many amendments to it and subsequently

there has been a persistent demand for
nationalisation of in.
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surance, both life and general, in this country.
Because so many malpractices which took
place in the past were taken into consideration
and even in the Congress circles, a persistent
demand for nationalisation arose, as a result of
that, life insurance was nationalised.
Subsequently there have beea pressures for the
nationalisation of the general insurance as well.
As I see it, the whole of life insurance is nation-
alised, and some of the subsidiaries of the
nationalised Corporation that deal with general
insurance are also part of the nationalised
scheme. Hence I cannot see why it could not
have been possible to bring the remaining small
portion of the general insurance also under the
scheme of nationalisation. It is said that it
covers only about Rs. 4 crores and the
statement has been made that it is not very
remunerative and it is more complicated so that
it cannot be nationalised. Either it could have
been nationalised to fulfil the objectives or if it
was so insignificant, it could have been
completely left out. Now we find that instead of
this a social control over the general insurance
is sought to be brought in by the introduction of
a few changes in this Insurance Bill. One of the
things is that full control is being handed over
to the Controller who will be the main arbiter
and decision-maker on tha policy about general
insurance. I do not feel that this Bill fulfils the
purpose of social control, as it is only a
compromise for nationalisation. If
nationalisation had been done, the whole
insurance industry would have been under the
control of the Parliament and there would have
been the Public Undertakings Committee to
look into the dealings of it, but now it is directly
under the arbitrary control of the Controller. Of
course a provision has "been made for appeal to
the Government. I do not know how in practice
it is going to increase the efficiency of these
units or provide the social control measures
which have been sought. I am one with Mr.
Varma and others in suggesting that it would be
better to have an Appellate Tribunal to hear the
appeals against the decisions of  the
Controller.
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Coming to the Consultative Committee, |
find that it is going to be composed of
representatives of the insurance companies
themselves. It might so happen that it might
be alleged they influence the Controller or if
it is very much against them, the
apprehension may be there that arbitrary
decisions are taken by the Controller. For
allaying these apprehensions a Tribunal is
certainly necessary for appeal. So far as the
deposit scheme is concerned, I welcome it
because that will certainly weed out the very
inefficient and small units which may not be
doing proper business.

At the same time the difference in deposits
between a sum of rupees ten lakhs, applicable
where the general insurance business did not
exceed rupees one crore, and a sum of rupees
twenty lakhs, applicable where the general
insurance business exceeded rupees one crore
is a big difference and such a large
difference, I feel, might result in encouraging
the growth of the smaller units in which
malpractices have been found to be not less
than in the larger ones. The is a matter for
consideration.

And again, Sir, so far as this Consultative
Committee is concerned, I would like to
support Mr. Humayun Kabir's suggestion
that it is better to have a non-official person
nominated to be the Chairman of the
Consultative Committee, and not hand over
the powers of the Chairman to the Controller
himself, so that it may not result in arbitrary
powers being used very frequently.

And coming to the question of the
appointment of Surveyers and Valuers, I feel
that this seven years experience limit put in
this Bill is a little too hard and it might result
in big unemployment among this section of
the people. I would suggest that at least the
people who are already working there even
when this Bill is enacted be continued and
this insistence on seven years may not be
there.

And so far as the agents are concerned,
Madam, there are over three lakhs of
agents, and as has been
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brought out by my other hon. friends, if
anybody has been indulging in sharing of
commission and other things, it will be the
agents who are doing rather very big business,
where that sharing might result in sufficient
income for them. Trying to reduce the
premium to a flat rate of five per cent will defi-
nitely hit the smaller agents and the middle
group agents very badly, and it will hit that
section of the agents who are the main
backbone of insurance business. It is not that
the insurance agent can make his business
every day and then collect his commission. He
might be required to contact a person several
times; it might be days, it might be weeks, by
the time he picks one business, and for that the
commission is just a flat rate of five per cent,
and that in my opinion, is too low. So it must
be retained at what it is now. Competition is
very essential in insurance business, both life
insurance and general insurance, and unless
sufficient incentive is provided to the agents, |
am afraid it will not serve the purpose of
increasing the business of insurance as desired.
So I would suggest that the present rate of
commission may be retained.

So far as the question of premiums is
concerned, it is certainly desirable that the
premium rates should be reduced. But proper
care should be taken while applying this to
fire insurance becaus any arbitrary low cut on
the premium might result in big loss to the
insurance companies as that part of the
business is a rather risky one. Madam,
because of competition in this particular line
there has been very effective business done by
the private insurance companies even now,
and that spirit of competition should be
retained, by the Life Insurance Corporation.
General insurance by Life Insurance
Corporation should also be in a position to
compete with the other companies so that they
could attract more business as is done by the
different private companies, which with
competition have built up their business so
well.

In general, Madam, this social control

which has become a compromise for
nationalisation, I hope, will result
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[Shri U. K. Lakshmana Gowda] in
something useful and beneficial. In the
provisions which have been made about the
investments, I am glad there is sufficient
control to see that proper investments of the
funds of these insurance companies are
made, because there have been allegations
in the past both in the life and general insu-
rance, that the investments have been
detrimental to public interest and they have
resulted in cornering of shares and then
encouraging rebating and other
malpractices. I hope that this section which
has been introduced here, which has been
taken from the corresponding section of the
General Insurance Act, will have useful re-
sults.

In spite of all that, Madam, even
though certain benefits could be considered
to be coming out of this, I feel thatthe
restriction of investments in securities to the
extent of seventy-five per cent is a little
hard for the other growing industries,
particularly key industries, which are
anxious to attract more funds and
investments into them. Unless we make a
provision to see that a part of this investment
could be done in the key industries also, it
will be very hard for the developing
industries in the future plans to attract funds
from elsewhere. Even though this has
been a sort of compromise and half-way
measure to fulfil the objective of
nationalisation, which has been pressed for
both by the public and the ruling
party itself, I hope some good at least
will come out of the few useful provisions
which have been included here. ButI am
apprehensive whether this will result in the
achievement of the main objectives of natio-
nalisation which was sought to be
brought in through the social control
measures which have been introduced in
this Bill.

With this Ioppose this Bill andI
have nothing more to say.

SHRI BALACHANDRA MENON
(Kerala) : Madam, I do not want to
speak much about it. Following the
social control on banks we have now
come to insurance. All the Left par-

ties in India and whatever is left of the Left in
the Congress have always been demanding
that we should be ready to nationalise both
banking and insurance so that we can have an
appropriate  investment policy, a policy
which will help the Government to decide
which industries should have priority and
how industrialisation should take place.
Such a social objective should have been there
and we have been always insisting on that. The
Congress passed a Resolution and the Left
parties here wanted it.  But, unfortunately, we
are still tinkering with the idea of social
control. Why are we so much afraid of this,
I do not know. Why the Government still feels
shy of nationalising insurance? When already
the nationalisation of the life insurance
business, when already the Life Insurance
Corporation has clearly shown to us that, with
all the defects that the L.I.C, has in its
management, it has been able to advance very
well, certainly general insurance nationalisation
would have also been able to advance likewise.
But that was not done. The result is we try to
have some type of New Deal Government in
India.

One can understand in America which was
developed when Roosevelt thought about it but
in a backward country which is so backward is
it possible for us to have any such Government
? Every possible investment shouJd be on the
basis of a plan but you do not do it. You have
spoken about the approved security, that 75
per cent of it should be invested. The 25 per
cent will go to the persons whom they want.
Even in the case of the approved security it
will not help much unless you plan it properly,
so as to see that such industries which develop
should be helped. Again the plastics and the
lipsticks will get it because they have a better
return. They will get all the advances. These
are the industries which will have the advan-
ces. Though they are un-essential industries
they will be in a position to give an immediate
return and they will find favour with these
people. That is the difficulty. Therefore I still
plead with those who are anxious to



4473 Insurance
see that the money which we can get, "to see
that the scarce resources that are there in the
country are invested in a proper way to
consider this thing seriously. I still appeal to
those who still believe in democracy to see
that the money is invested in such a way that
our country advances. Otherwise it will only
mean that the present difficulties will
continue. We were unable to nationalise the
banks and we are not going to nationalise the
insurance. What will happen is the control of
the monopolists will still be there in both these
sectors. These are the monopolists who are
having insurance companies; they are the
people who have the big banks; they are the
people who control our industries and they
will still be the people who will decide. Whe-
ther the present arrangement with all the
restrictions that we have put will not help us,
that is what you might ask. I am definite that
the Controller whom you may put there might
very well decide—because he has got un-
fettered rights—that in the interests of the
advances of the insurance companies the
present investment policy is correct and the
Government will not be in a position to have
much say in that.

I agree with those friends of mine who
suggested that such wide powers should not
be there for the Controller. This Advisory
Committee should be presided over not by the
Controller but by somebody else, by a non-
official. That will be much better.

THE MINISTER OP STATE IN THE
MINISTRY OF FINANCE (SHRI K. C.
PANT) : By anon-official, you said?

SHRI BALACHANDRA MENON: Yes;
because 1 have greater faith in the non-
officials. I do not want large powers to be
given to the bureaucrats or to the so-called
technical experts who will only hear the
bureaucrats. It should be somebody who
knows the country. The non-official is not
such a big danger as you consider. When so
many Parliament Members here decide
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how the country should be governed I am
very confident that a proper non-official will
be in a position to give direction to our
insurance companies in the proper way.
Proper directions will be given by them; I am
not in any way worried.

SHRI AKBAR ALI KHAN (Andhra
Pradesh) : You must give more time then.

SHRI BALACHANDRA MENON: There
is always some time-lag in the case of
democracy; we cannot help it but it is good in
a way. Such faith only in the bureaucracy will
only mean that we hand over all our powers to
someone who will think for us and the people
will not get benefited. There is no harm in
having a non-official; that is what I am
suggesting.

I would also request that an attempt should
still be made to seriously consider why we
should not have a nationalisation Bill even at
this stage. Withdraw this Bill; let the money
be devoted to proper purposes and that will be
much better if we are able to have a Bill
which  wiH nationalise the insurance
companies.

I have nothing more to say except that I
would also insist that in the case of the
insurance  companies the  employees
representatives can be there in the Advisory
Board. We are speaking so much about social
control. Which is the biggest force for that ? It
is the ordinary worker, it is the ordinary
peasant, it is the ordinary middle class people.
These are the people who must have control
otherwise it will be the bureaucrats who will
control. So I would again insist that such of
those unions which have got a really repre-
sentative character, or it may be all the unions
together, can choose one representative to the
Board so that the workers' representatives will
begin to have a little voice in the policies of
the insurance companies. Let us try that here.
After all in the case of the banks when we
demanded it was not granted saying that it is
very difficult and that the employees there
will create certain problems. Here such a
situa-
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[Shri Balachandra Menon] tion does not
arise. You start with this and let us see. |
would therefore request that an attempt may
be made to have some representatives of the
insurance company unions in this Board. That
is all I have got to say.

SHRI KESAVAN (THAZHAVA) (Kerala)
. Madam, this Bill is introduced for an
extension of social control over the insurers.
My submission is that that purpose is not
achieved by the amendment proposed in this
Bill. Social control is not defined anywhere. If
we want to bring an institution under social
control the first thing which we have to do is
to nationalise it. Only by nationalisation it can
be brought under social control, that is, under
the control of the society; that means the
control of the Government. So without
nationalisation to say that the working of the
general insurance is brought under social
control is absolutely a fraud and nobody on
earth is going to be deceived by this.

My submission is that our great national
leader Nehru at the time of the struggle for
independence made several speeches, wrote
several articles, by which people like me
thought that after independence socialism
would be brought about by him. But even
after independence till 1956 he could do
nothing in that direction. At last in the All
India Congress Committee held in 1956 at
Avadi a resolution was passed which
afterwards came to be known as Avadi
socialism. Thereafter several committees were
held in several places. At one place it was
decided to nationalise the rice mills in the
country but we came to know nothing about it
afterwards. Then we heard that the privy
purses of the Rajas are going to be taken away
but I do not know how the matter stands now.
Then there was some resolution to nationalise
the banks in the country. Of course our
Finance Minister introduced the Banking
Laws (Amendment) Bill to bring them under
social control. But it was in fact a Bill
curtailing the rights of the employees of the
banks and nothing else. And in this Bill it
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is stated that only four or five crores of rupees
will be available for use in the public sector if
insurance is nationalised. So far as the banks
are concerned the amount available was nearly
Rs. 3,000 crores but there also the
Governmenst never wanted to nationalise the
banks. That was a big thing; this is a small
thing. Now in May 1967 the Congress
Working Committee met and passed a
resolution asking the Government to work out
some scheme to bring the general insurance
under the public sector. Now we get this Bill
stating that by the provisions of this Bill the
general insurance can be brought under social
control.

In the Congress I used to find some
speaking about socialism. Now, they are not
here. For example, the hon. Members, Mr.
Dharia and Mr. Chandra Shekhar, are not
here. That may be the result of the altercation
that took place between the Finance Minister
and Mr. Dharia on the occasion of the
discussion of Banking Laws Amendment Bill.
Anyhow they are not here. If they speak of
socialism, I know that a section of the
Congress people, who represent the
monopolists and capitalists of the country,
will call them communists. Also, the
Swatantrites call them communists. We are
communists and we are proud of it. My
humble submission is that they are conspi-
cuously absent today.

SHRI AKBAR ALI KHAN : That is not the
right inference. They may be busy otherwise.

SHRI KESAVAN (THAZHAVA) : I infer
like that. They are conspicuously absent
today. My submission is that there is a
powerful section in the Congress representing
the monopolists and capitalists of India. They
really represent the interests of America, West
Germany and Britain. When they speak of the
people of India, they mean only the Birlas and
Tatas. Whenever they think of the interests of
the people of India, they have the interests of
the Birlas and Tatas and not the interests  of
the ordinary people, the
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ordinary ~ workers or the  starving
millions.  They have no care for them. My
humble submission is that [ stand for
socialism. When we speak of socialism,
they say that our loyalty is to China. I may
say that in the case of these  people their

loyalty is to America, Great Britain and West
Germany. It is high time to ask them to go
away to their motherland of America, Great
Britain or  West Germany  because
they represent their interests. 1 represent
socialism. I believe that unless and until
socialism is established in India, there is no
safety for the  toiling  millions, the
workers, the peasants and the starving Indians
who form the vast majority of the people of
India, who are the wealth of our country, who
are the strength of our country, who go before
the enemies and die and sacrifice their life for
the freedom of the country. The freedom of the
country itself was obtained not on account of
the Morarjis, the Birlas and the Tatas.
Hundreds and thousands of poor people, poor
workers, sacrificed their life for the freedom
of India, but now they are going day by day to
starvation. We came  to know from the
statement given here that the Birlas have
grown during the course of three years, i.e.,
from 1963-64 to 1966-67, from Rs. 292 crores
to Rs. 437 crores. That is the growth of the
Birlas, but what is the  growth  of the
ordinary people ? They are going from
starvation  to starvation.  There is no work.
If they ask for food, they get lathis and bullets.
That is what happens today. =~ My humble
submission is that unless and until socialism,
full-fledged socialism, is established in this
country, there is no safety for the poor
people, the poor people who form the majority
of India. I must say that in the ruling party, the
Congress, the powerful section represents
the vested interests. That is why when the
Congress people, a section of the Congress
who believe in socialism asked for the
nationalisation of banks and the
nationalisation of general insurance, social
control has come to us.  But I may say that
Mr. Morarji alone will be defrauded by
this. The people of India are not going to be
defrauded by measures like this.
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If he means social control, let him first
nationalise and bring it under social control.
Without nationalisation, how can it be brought
under social control ? It is impossible. My
submission is that this Bill does not in any
way fulfil the intentions of the Mover. My
humble submission is that this Bill is not suffi-
cient. It has t, be withdrawn. There must be
some other provision. The Government must
take steps to nationalise general insurance.
Whatever it be, whether there is money or not,
a large amount is going out of the country. We
are losing foreign exchange also. Why should
we allow people of other countries to take
away our money? If it is the intention of the
Government to nourish the capitalists and
monopolists, I have no objection, but the
people of India will rise against you and they
will throw you away and nationalise all these
things, if not today, tomorrow. It is not far off.

SHRI A. D. MANI (Madhya Pradesh) :
Madam Deputy Chairman, I wonder why the
Government brought forward this Bill
imposing such severe restrictions on general
insurance business in the country. I would
have liked the straightforward step of natio-
nalisation of general insurance business, rather
than a Bill of this character. It has been
pointed out in this debate that the total sum
involved in the nature of profits is about Rs. 4
crores from general insurance. It has been
argued as one of the grounds for the
nationalisation of general insurance that the
Life Insurance Corporation has done much
better than the companies in the private sector
before the days of the Corporation. I quite
grant that the turnover of business by the LIC
is very much more than that of the private
companies and that this turnover could not
have been achieved if life insurance had not
been nationalised. Further, there was great
misuse of funds by the life insurance compa-
nies before the LIC came into existence and
the case of Mr. Ramakrishna Dalmia's
transactions can be borne in mind, in this
connection. There are, of course, malpractices
in general insurance business also, but by and
large
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[Shri A. D. Mani] general insurance has
done well in our country. It has been so far
confined to the urban centres. Even if the
business is nationalised, as it might be one
day, it is not likely that general insurance
would spread to the villages. There is not that
sort of risk involved in a village as we have in
the cities, where people know that valuable
assets might disappear in fire and smoke as a
result of an accident. I feel, therefore, that the
Government should not have succumbed to
the pressure of this section of the ruling party
which wanted what is called social control of
general insurance business. The sum involved,
as I said, is small and general insurance might
have been allowed to continue to function in
the country, as it has done in the past, with
restrictions imposed on it in respect of misuse
of funds. That is the first point I would like to
make in the debate.

I would like to draw the attention of the
House to the very great powers that have been
given to the Controller of Insurance. He can
remove a Director, he can reorder the work of
an assurance company if he feels that it is
necessary to do so in the public interest. Yet,
if he is going to exercise these powers, the
Controller of Insurance must be a far more
sagacious person than the Chief Justice of
India. Where are we to find a man, who will
occupy this position and who is going to
exercise such powers ? I would have been
very glad if provisions had been made in the
Bill to institutionalise the powers of the
Controller of Insurance, namely, vesting all
these powers in a Board. I could have
understood it.

Now the Controller of Insurance virtually
functions as an appendage of the Finance
Ministry. So the Controller of Insurance
necessarily means, I believe, he has got the
status of a Joint Secretary to the Government.
The Controller of Insurance means the
Ministry of Finnace working through the
Controller of Insurance.

In this connection it is necessary to bear in
mind that foreign-owned gene-

[ RAJYA SABHA ]

(Amdlt.) Bill, 1968 4480

ral insurance companies have been doing
substantial business in our country. Our Life
Insurance Corporation also is trying to explore
an overseas market. If we try to do anything
which will frighten the foreign insurer in the
Indian field, we might get it recoiling on us
when we seek a foreign market outside India.
I have a feeling that the Life Insurance
Corporation does do business in African
countries and they might insist that we should
be subject to the same restrictions to which we
are subjecting foreign companies here.

Madam, the Bill envisages the setting up of
a Consultative Committee to advise the
Controller of Insurance. As I said earlier, it
would have been better to institutionalise this
office. If it was not possible, it was quite
possible for Government to have called it an
Advisory Board. A Consultative Committee
does not have the same authority as an
Advisory Board. If the Controller of Insurance
sets aside the recommendations of an Advisory
Board, he will have to justify his position
before Government and before the public. But
if it is a Consultative Committee, the
seriousness of the position is very much
reduced, and I would have liked the
Committee to be called an Advisory Board and
given the real powers of an Advisory Board. I
am not in favour of the Controller of Insu.
ranee being the Chairman of the Consultative
Committee. If in the Bill you are going to give
draconian powers to the Controller of
Insurance, it is necessary that he should also
be subject to some checks. The Consultative
Committee should be presided over by an
Indian Insurer, not one of the foreign insurers
and not by any official nominees of
Government, because that would inspire
confidence among the insurance companies in
the country.

I would like to go on to the provisions
regarding the investment of the funds of the
general insurance companies. One of the hon.
Members pointed out that 75 per cent has to
be invested in approved Government secu-
rities. This is a very big percentage. The Life
Insurance Corporation has taken the cream of
banking business
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in the country by investing funds, and it is
well known that many of the companies in
the private sector have large share-holdings
of the L.I.C, in them, and with the limited
capital available to the private sector in the
funds of the general insurance companies [
feel that the celling of 75 per cent placed on
investible funds of the general insurance
companies is too high. I would have very
much liked it to be reduced to 60 per cent
giving a chance to general insurance
companies to promote capital formation
in our country so that new industrial
undertakings might come up. In regard to
investments in private companies there are
severe restrictions imposed in the Bill,
namely, that tney should have paid dividends
for a period of three years. But this is too
much of a stipulation, too much of a
restriction on the discretion of the general
insurance companies to invest funds because
this would prevent general  insurance
companies taking interest in  new
industrial ventures. We want more money,
we want more capital formation to go on in
the country, and even this last segment of
capital that was available is now sought to be
controlled by the Government under this
Bill.

Madam, a reference has been made to the
reduction of the commission Tn clause 18
of the Bill from 15 to 5 per cent. In this
connection it has been argued that a large
number of insurance agents give secret
rebates. I may inform the hon. Minister of
State of Finance that this is also being done
by the insurance agents of the L.I.C. It does
not come to the notice of the public. There
is a good deal of rebating going on even in
the business booked by the L.I.C. The only
thing is one does not want to take the
trouble and give evidence in a court of law.
This is also a part of the advertising agency
business. There is a good deal of rebating
going on and we cannot check it, and I am
not sure whether this evil is confined only
to India and not prevalent in England. It is
also known to exist in other fields of
business, namely, bookings in the airlines.
We cannot cheek it. After all in a
commer-
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cial business rebate forms part of such
business. Why should Government come in
the way of the enterprise of the insurance
agent by limiting his commission to 5 per cent
? Madam, they have got to go out. An
insurance agent is a far more enterprising
person than the salesman of a product. He has
got to wait for long hours. He has got to pester
people. You ought to reward his ability also.
This restriction of commission would only
frighten away people from the general insu-
rance business and drain it of talent. It is too
late for us to suggest that this should be raised,
but we would like the Government to place the
matter before the Consultative Committee
when one is set up under this Act and ask its
opinion because I feel that no obstacle should
be placed in the way of the enterprise and
initiative of the general insurance agents.

I would also like to refer to the provisions of
the Bill regarding the amalgamation of small
insurance companies. There are quite a number
of insurance companies which are very much
of a nuisance in this field, and they perhaps
would do good to themselves and to general
insurance business if they merged into one
unit, but this should be done not merely by the
Controller but on the advice of the
Consultative Committee. The Consultative
Committee is an expert body. It will have re-
presentatives of insurance companies; it will
have representatives of Government; it will
have the Controller of Insurance; it will have
also the representatives of Indian insurance
interests. All these persons must recommend
the amalgamation. We do not want Gov-
ernment to use the enormous powers of the
Controller of Insurance to secure
unnecessarily the amalgamation of small
units. If a small unit can go into a big unit,
what harm is there in allowing it to function ?
This should not be done arbitrarily and 1
would like the hon. Minister to give an as-
surance that even on matters regarding
amalgamation of small companies the opinion
of the Consultative Committee would be taken.
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[Shri A. D. Mani]

Madam, I would like to go on to one aspect
of this matter about the surveyor. The Bill
has stipulated the qualifications of the
surveyors. Surveying is a very hard job.
It requires considerable knowledge of market
conditions. It requires a good deal of past
experience. It also requires a good deal of
accountancy and actuarial background. It is
necessary that strict qualifications should be
provided  for surveyors. But there are
already a number of surveyors in the field.
Many of them may not be qualified under
this Act, and I would like the Government to
consider that all persons who have been at
work as surveyors on a particular day should
be regarded as qualified surveyors. We have
adopted this device in dealing with the mainte-
nance of the Register of Homeopathic medical
practitioners. At some stage laws have been
enacted which prescribe qualifications for
Homeopaths, but they have said that those
who have been practising on a certain date
shall be regarded as having the requisite
qualifications. Madam—I would not take
more than a minute—I feel that it is necessary
because we do not want a large number of
surveyors to be thrown out of employment.
While it is necessary that qualifications should
be insisted upon for future entrants, existing
surveyors, whoever have been in business,
should be allowed to be regarded as qualified
under this Act.

3p.M.

I would like to conclude finally by saying
that even though we may pass the Bill, we
would like to have an idea about the way in
which this Bill is going to be worked out in
practice. There is a Consultative Committee
and the Consultative Committee will naturally
have an Annual Report. I would suggest to the
hon. Minister of State that he should give an
assurance to this House that the Report of this
Consultative Committee which would Be with
the Controller of Insurance will be placed on
the Table of both Houses of Parliament so that
Parliament may have from time to time
occasion to ex-
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press its views on the progress of general
insurance in the country.

THE DEPUTY CHAIRMAN: Mr.
Shejwalkar.

SHRI N. K. SHEJWALKAR (Madhya
Pradesh) : No, I do not want to add anything
more.

THE DEPUTY CHAIRMAN
speaking ? The Minister.

Not

SHRI THILLAI VILLALAN (Madras) : 1
want to speak.

THE DEPUTY CHAIRMAN: No, your
name is not here. It is only on the
amendment.

SHRI K. C. PANT: Madam, I am grateful
to the hon. Members who have taken part in
the debate and I am glad to find that except
for the desire of some hon. Members to
propose even at this stage that it would have
been better if nationalisation had been resorted
to, apart from this basic difference of
approach, so far as the Bill itself is concerned,
so far as the provisions of this Bill are
concerned, there has not been very much of
a divergence of opinion. By and large, there
has been, I think, a wide measure of
acceptance of the provisions of the Bill
and the debate, by and large, has been very
sober, and all the concrete and constructive
suggestions that have been made will certainly
be borne in mind by all the authorities to
whom they are  addressed—some have been

addressed to the Government, some
suggestions have been offered to the
Controller.

SHRI A. D. MANI: Will you place the
Report of the Consultative Committee on the
Table ?

SHRI K. C. PANT: I have listened very
carefully to Mr. Mani . . .

THE DEPUTY CHAIRMAN: Mr. Mani,

you should let him reply.
SHRI K. C. PANT: ... and since he has
studied the matter and made a few

suggestions, I would begin by saying that all
these suggestions would be considered.
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One thing has surprised me in this debate
and that is that three or four hon. Members
have referred to Surveyors or loss Assessors,
and have said that it would be better if instead
of enjoining upon them a training period of a
certain number of years, we should allow the
Surveyors who have been practising up to a
certain date to continue to practise. Some have
suggested that seven years is a long period
and, therefore, should be reduced to two or
three years. Mr. Mani has suggested a
particular date. Some other hon. friends have
suggested some other similar provision. Now,
why I am surprised is because, in the Lok
Sabha this has already been done. Madam,
when the Bill came from the Joint Committee
there was a provision that those who have
been actually in practice as Assessors or
Surveyors for seven years previously, should
be allowed to continue to practise, that the
others should be required to acquire certain
technical qualifications and so on. But in the
Lok Sabha, the Government accepted an
amendment whereby those Assessors or
Surveyors who were in practice on the 26th of
October, 1968 shall be allowed to continue to
practise. Therefore, on this point the Govern-
ment has in fact gone beyond what most of the
hon. Members have been asking for, and I
hope that there will be full satisfaction on this
point.

Now, I would like to explain once again
very clearly as to why the Government, after
full consideration, did not decide to
nationalise general insurance.

SHRI BALACHANDRA MENON:
General insurance employees' representatives
have asked for nationalisation.

SHRI K. C. PANT: Mr. Menon, I have just
begun to explain. I hope that after my
explanation, although I do not expect him to
agree with me publicly, privately at least he
will be convinced, and will not insist upon his
customary stand on this matter. (Interruptions)
Well, Mr. Menon's contribution to this debate
has laid him open to this because—if you had
listened to what Mr. Menon has said—he has
said,
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"Nationalise. Why don't you nationalise ? You
must nationalise". And then he went on to ask,
"Why do you give the Controller so many
powers ?" Did you listen to that speech ? 1
was amazed that he, of all people, should have
questioned the Government giving powers to
the Controller when these powers are meant to
be exercised in favour of social control. That
is the heart of the whole matter—social con-
trol is to be exercised by giving powers to the
Controller. I can understand opposition from
the Swatantra Party to this particular
provision, even from the Jana Sangh, perhaps.
But that Mr. Menon should have opposed
giving powers to the Controller is something
that has completely amazed me, and I am very
surprised by it. Then, he goes on to ask: Why
make the Controller the Chairman of the
Consultative Committee ? Make a non-official
as Chairman. And I am very glad that he also
is realising the position of non-officials in
society. Usually, Madam, he is apt to plead
for the public sector, plead against bureaucrats
getting into the public sector. But now having
lived in a democracy for so long, gradually,
the place of the non-officials has also come to
impress itself upon his mind. I am very glad.

SHRI BALACHANDRA MENON : A
non-official is better than a bureaucrat.

SHRI K. C. PANT: I am very glad that this
is the impact. This is what living in a
democracy means and this is how gradually
people's ideas are changed. That is why, as I
mentioned earlier, I find that he is open to
conviction. And if he has fallen into the trap
of the Swatantra Party by questioning the
powers given to the Controller, I think he
should be open to conviction the other way
also. So, I dare suggest that he may persuade
Mr. Mohta about it.

We have to consider various conditions.
The Government has gone into the whole
matter and finally, have come to the
conclusion that the best method of exercising
social control is what we have put before the
House.
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[Shri K. C. Pant] The reasons I will very
briefly mention. Some of them have in fact
been mentioned. First of all. as was said by
Mr. Mohta, life insurance is different from
general insurance. And I think it is neeessary
to appreciate that difference because
otherwise there is a general feeling that
because life insurance is nationalised, general
insurance also ought to be nationalised and
that the advantages that have flowed from the
nationalisation of life insurance would also
automatically flow from the nationalisation of
general insurance. Now, this is not so. Firstly,
life insurance is a long-term contract, some-
times stretching to 60 years, the life of the
individual, or the period of maturity. On the
other hand, general insurance is a short-term
contract, usually for one year. Sometimes for
a few hours as when you go on an air journey
where you are covered only for a few hours
till you reach your destination. So in that case,
the contract lasts just for a few hours. And
because of this difference, the funds that are
generated in life insurance are not generated
in general insurance. It is not, as in life
insurance, that in general insurance also the
funds "are the trust money of the policy-
holders. That is not the case here. In the case
of general insurance, we must understand that
the business is a trading activity and the
policy-holders are only creditors. Then in the
case of life insurance, because of the long-
term nature of the contract, you cannot go and
change your insurance company. But in the
case of general insurance, a policy holder can
change the insurer if he is dissatisfied.

It is very easy for him to do so because the
contract is a very short-term one. In the case
of life insurance, the profits legally belong to
the policy holders except for a small part, and
in the case of general insurance the profits
belong, both in law and equity, to the
shareholders.

Now I come to the second difference
between life insurance and general insurance.
Several honourable Members have said, "You
need resources. Why
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do you not tap these resources ?" But let us
understand clearly whether general insurance
can yield sizeable resources for the Plans or
for our social schemes or for other nation-
building purposes. Let us understand what the
magnitude or the size of the resources that will
become available is. In the case of life
insurance, the increase in the investible funds
every year is of the order of Rs. 10O crores.
And in the case of general insurance
companies it is of the order of Rs. 5 crores.

Then we come to profits. In the case of
general insurance companies the total net
profit, after paying taxes, to the Indian
insurers is less than Rs. 4 crores per annum.

Then we come t, the question of
concentration of economic power. It is stated
that this business helps in concentration of
economic power. One of my friends in fact
waxed eloquent and he blamed certain
elements in the Congress Party for not
nationalising banking and insurance. Madam,
this game of dividing the Congress Party is a
very old one. We know that nothing suits
certain friends opposite more than to divide
the Congress Party on one pretext or another. [
can assure him that we are not going to fall a
prey to this kind of division, and we are well
aware of what they have in mind.

Coming to the question of concentration of
economic power, general insurance does not
confer economic power or any other power.
The funds are small and no one can, by
investing small amounts in shares of general
insurers, control vast funds. The total funds
are roughly five times the paid-up capital and
reserves. In life insurance, the ratio was 100 :
1.

SHRI A. D. MANI : Would you tell us the
exact amount ?

SHRI K. C. PANT : I have told you the
annual accretion in investible funds is of the
order of Rs. 5 crores. That is all. In fact in
general insurance it is the insurer who goes
after the business. If he controls so much
power, it would have been the other
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way about. He has to go and seek business
from this company and that company. And as
many hon'ble Members, who are aware of the
functioning of general insurance companies,
know general insurance involves a lot of
exercise of discretion, and the exercise of this
discretion by Government officers or the
people managing the nationalised industry
would tend to expose the Government to the
charge of discrimination. But the more
important thing is that it is a risky business.
Every day or every now and then in the
Houses Members raise questions about the
malpractices in the general insurance business.
They talk of frauds. They talk of arson cases
where attempt is made to get insurance money
by collusion between the insurer and the
insured. All these things come up in the
House; they come up before the public. All
hon'ble friends present in this House know this
fact that it is a risky business and provides for
this kind of collusion. It is for them to consider
whether on the one hand there is this small
limited amount of resources that the
Government can have, and on the other there
is this risk in this business. They have to
consider as friends of the public sector
whether it would be desirable and wise to
nationalise general insurance with this broad
background that I have placed before them,
and [ am sure that they would come to the
conclusion that what we have now done,
namely, social control, is by far the better
method of dealing with the problem of
malpractices in general insurance than nation-
alisation.

Madam, this does not mean that the
Government has any fixed ideas on the
question of nationalisation of general
insurance. In fact, some of the general
insurance companies have been nationalised.
The L.I.C, has certain subsidiaries which do
carry on general insurance business and, in
fact, public undertakings do give their busi-
ness to these nationalised insurance
companies. Therefore, you will see that a
certain area is already covered by nationalised
industries and the rest, we feel, at the moment
should not be nationalised.

6—58 R. S./68.
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Then the question is raised by Mr. Mani
that if the resources are not big and if there is
risk in the business, why do the Government
go in for social control measures ? I think that

question should be answered.

I have explained the objectives of the Bill
and I have also explained what kind of
malpractices are known to occur in the general
insurance business. This Bill seeks to control
all these malpractices; it seeks to curb them,
and it seeks to put the general insurance
business on healthy lines. I have gone into
details about them in my opening speech and I
shall not repeat them. But I would just briefly
explain that the malpractices will be curbed
because the premiums will be made scientific.

Madam, the premiums wiH be made
scientific by an Advisory Committee which
will do this job. I think it was Mr. Menon who
did not fully comprehend the functions of the
Advisory Committee. He raised certain doubts
about certain matters. This Committee is
merely going to fix the premium rates. It is a
committee which will be required to be
manned by technical people because its
functions will be largely technical; they wiH
be largely actuarial. Therefore, we are going
to put on it people who have this kind of
experience sy that they can do this kind of
technical job. The Controller will be the
chairman. This is the scope of its functions. If
you understand the scope of its functions then
you will understand why we have tried to set
it up in the manner that we have and with the
composition that we have chosen.

The second thing that we have provided in
this is the periodic and surprise inspection.
That you will agree is essential.

Then there is the question of claims and
general powers of supervision. These have
been provided for as these /vill cu\rb
malpractices. Apart from this, the power of
exemption and all the other powers which I
have gone into earlier are there.
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[Shri K. C. Pant.]

Then the question was raised with regard to
the foreign exchange drain. Again, I would
like to make this point clear. A small amount
of drain appears to be unavoidable in the sense
that it is impossible to re-insure only within
the country because some of the risks are very
large. For example, a ship or an aeroplane is
worth huge amounts of money. Every insurer
tries to spread his risk. Some of these risks are
so large that it is necessary often to spread the
risk inside the country and even abroad. In
fact, while there was a foreign exchange outgo
in earlier years of the order of about Rs. 2
crores per year, during 1965 and 1966 there
have been gains of foreign exchange. In 1965
and 1966 it was Rs. 4.7 crores and Rs. 6.9
crores respectively.

Therefore, it is not as though it is always a
one-way traffic. Sometimes we gain. But
nevertheless we have provided in this Bill for
a proper scrutiny of the proposals and we
propose to exercise control so that the
unavoidable drain can be minimised.

Then, Madam, a few other points were
raised and I do not want to go into all the
details. But one point which I do want to
tackle is with regard to this Consultative
Committee and the powers of the Controller
and why the Controller has been made the
Chairman of the Consultative Committee. This
point was raised by several Members. Now,
first of all. let us understand the role of this
Committee. I  think there is some
misconception about the role of this
Committee. The primary responsibility for
administering the Act should be and has been
vested in the Controller. The Controller is a
statutory authority and under this Bill the
Parliament is placing certain responsibilities
upon him and giving him certain powers and
certain authorities. Now this Consultative
Committee is not intended to be an appellate
body over and above his head. The appellate
body is provided elsewhere. This is a body of
persons who know this business, who can sit
*>ith him and look into problems and
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give him an informed second opinion on
various problems; and the Controller can
benefit from those opinions. I hope that in due
course of time a convention will develop as to
how the Controller should function in this
Committee and what weight he should attach
to the advice and the opinion expressed by the
Members of the Consultative Committee. But
I think you will agree that we cannot do
anything  which  detracts  from  the
responsibility of the statutory officer to accept
responsibility for his decisions. He alone must
be responsible for his decisions. He can
certainly take the advice of the Consultative
Committee.

Now so far as this fear that the Controller
might exercise his powers arbitrarily is
concerned, as I said, we have already
provided for an appeal to the Government and
when the Government looks into a case it will
look into the proceedings of this Consultative
Committee and the opinions of both the
Controller and the other non-official members
of that Consultative Committee. All .their
opinions will go before the Government and
the Government will then be able to consider
all of those opinions before arriving at a
decision. This is the best safeguard there can
be for seeing that the Controller does not
exercise his authority arbitrarily.
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SHRI K. C. PANT : That is precisely what |
was saying, Madam. Controller must take the
responsibility for his decisions. That
responsibility cannot be diluted. But if the
Controller takes a wrong decision, then the
Government can always sit in appeal on that
and the Government can correct that decision.
If we dilute the respon-
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sibility of the Controller, then there will be
two bodies—the Consultative Committee and
the Controller—which will have to take
decisions and it will create a lot of confusion.
You cannot make both binding. You cannot
make the opinion of the Consultative Com-
mittee binding and also make the opinion of
the Controller binding. It can be only one. It is
obvious that while the Consultative
Committee can express its opinion, the
Controller must take the responsibility and
must have the authority to take the final
decision in a matter and that is what the statute
provides for.

SHRI MAN SINGH VARMA: In case the
Members and the Controller differ, g-sf ;prr
=r>rr ?

SHRI K. C. PANT: In case they differ, both
the opinions will go to the Government and
the Government will look into both of them
and come to a decision. That is why I have
said that this safeguard is provided. Now
another practical reason why the Chairman
can only be the Controller and not a non-
official is that in many of these cases
confidential files will have to be gone into,
confidential files not only in respect of that
particular insurer but other similar cases, and
obviously a non-official cannot be entrusted
with or should, not be asked to go into these
confidential files. They may not be easily
accessible to him. Therefore, an official, and
in this case it cannot be any official other than
the Controller, must be the Chairman of this
Consultative Committee.

Then, a question was raised as to why we
do not have an appellate tribunal instead of
providing for an appeal to the Government.
Well, Madam, if we provide for an appellate
tribunal, there is bound to be a lot of delay
and we do not want that delay. We want this
social control not to be subjected to any
procedural delays and we want expeditious
action. This is the main reason why we feel
that the Government should be the appellate
body and not a tribunal of the kii'd suggested.

[ 17 DEC.

1968 ] (Amdt.) Bill, 1968 4494

So far as the powers of the Controller go,
well, I for one cannot agree with those who
say that these powers are excessive.
Considering the nature and the magnitude of
the questions he has to deal with, he needs
these powers. If he does not have these
powers, he cannot deal with these questions.
So we have given him adequate powers. If one
says that he should not have powers, then
obviously social control has no meaning. And
unless we give him these powers, he cannot
be expected to deliver the goods. So I cannot
really understand how one can object to
giving the Controller powers. If we do not
give the Controller powers, then the whole
Bill becomes meaningless.

.1 think, Madam, I have dealt with almost
all the main points that were raised. The last
point that I want to touch on is the warning
which was given to us by our Marxist friend
that the people will rise against us. But I find
that the people have begun to rise against his
party in Kerala. So this kind of warning we
need not bandy here on the floor of the House.
Similarly, Madam, he has called us a lot of
names. There was a time when the Congress
Party felt that it was in the singular position of
being called names. But ever since the
extremists have broken off from the C. P. L.
(Marxist), I think they themselves have begun
to realise what it is to be called names and the
names that they are called (Interruption) are as
juicy, if not juicier than those he calls us in
the House. Thank you, Madam.

THE DEPUTY CHAIRMAN The

question is :

"That the Bill further to amend the
Insurance Act, 1938, so as to provide for
the extension of social control over insurers
carrying on general insurance business and
for matters connected therewith or inci-
dental thereto, and also to amend the
Payment of Bonus Act, 1965, as passed by
the Lok Sabha, be taken into
consideration."

The motion was adopted.
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THE DEPUTY CHAIRMAN : We shall
now take up clause by clause consideration
of the Bill.

Clauses 2 to 16 were added to the Bill.

Clause 17—Insertion af nelio section
ZIA—Power of Controller to prepare
scheme of amalgamation

THE DEPUTY CHAIRMAN : There is
an amendment in the name of Mr. D. L.
Sen Gupta.

SHRI D. L. SEN GUPTA (West Bengal)
: Madam, I move :

3. "That at page 28 —

(1) in line 21, after the words
‘employees of the word 'retrenchment'
be inserted ; and

(ii) in lines 21-22, the words 'if any,
to which they are entitled' be deleted."

Madam, in regard to this amendment, I
shall read a portion from page 28—

"(j) notwithstanding anything con-
tained in clause (i) where any of the
employees of the insurer not being
workmen within the meaning of the
Industrial Disputes Act, 1947..."

Here I should tell the House that the word
"workman" is denned in section 2 of the
Industrial Disputes Act.

". . . are specifically mentioned in the
scheme under clause (i) or where any
employees of the insurer have by notice
in writing given to the insurer or, as the
case may be, the transferee insurer at any
time before the expiry of one month next
following the date on which the scheme is
sanctioned by the Central Government,
intimated their intention of not becoming
employees of the transferee insurer, the
payment to such employees of
compensation, if any, to which they are
entitled under the Industrial Disputes Act,
1947, and such pension, gratuity,
provident fund or other retirement
benefits ordinarily admissible to them
under
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the rules or authorisations of the insurer
immediately before the date of the
amalgamation."

That is the position. Now, a workman is not
entitled to any benefit of the Industrial
Disputes Act. The amendment that I proposed
is that when compensation is promised, the
only compensation that is payable under the
Industrial Disputes Act is retrenchment
compensation and lay-off compensation. He is
not seeking employment or rather is asking for
going out. The question of compensation that
is relevant here is retrenchment com-
pensation. What I propose is payment to such
employees of retrenchment compensation.
This "retrenchment' should be specific here ;
otherwise there is no sense in the word
"compensation".

Then, the next portion I want to delete is "if
any, to which they are entitled". If a man or a
workman is not retrenched, but he rather
resigns, he will not be entitled to any compen-
sation in law because it is not specifically a
case of retrenchment. It is a case of giving one
month's notice while terminating his services.
So, if the Bill intends to give that person any
relief, you should, by a specific provision, say
that he will be entitled to retrenchment
compensation even if he seeks to go.

The question was proposed.

SHRI K. C. PANT : Madam, the words to
be excluded as suggested by him are "if any, to
which they are entitled". I do not see how
these can be excluded if they are to be entitled
to compensation. The object of the amendment
was not clear to me. Now that he has
explained it I can understand it a little better.
In this particular sub-clause the Bill provides
that an employee who does not want to be
transferred to the transferee insurer, can give
notice to that effect and he will be entitled to
compensation, and this provision is a copy of
the corresponding provision of the Banking
Companies Act. Therefore, I cannot accept
this amendment.
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SHRI D. L. SEN GUPTA : What is the
compensation you offer here in this section. . .

THE DEPUTY CHAIRMAN : I do not
think you can ask anything now. Both the
sides have made their points clear. Mr. Sen
Gupta, are you pressing your amendment or
are you withdrawing it.?

SHRI D. L. SEN GUPTA : I am pressing
it, Madam.

THE DEPUTY CHAIRMAN
question is:

The

"That at page 28,—

(i) in line 21, after the words
‘employees of the word 'retrenchment' be
inserted ; and

(ii) in lines 21-22, words 'if any, to
which they are entitled' be deleted".

The motion was negatived.

THE DEPUTY CHAIRMAN
question is :

The

"That clause 17 stand part of the Bill."

The motion was adopted.

Clause 17 was added to the Bill.
Clauses 18 to 21 were added to the Bill.

Clause 22—Insertion of new sections 52H,
521,52J, 52K, 52L, 52M and 52N.

SHRI D. L. SEN GUPTA : Madam, I beg
to move :

4. "That at page 34, lines 17 to 19, the
brackets and words '(excepting such of
them as, not being workmen within the
meaning of the Industrial Disputes Act,
1947, are specifically mentioned in the
scheme)' be deleted."

5. "That at page 36, line 31, the words
‘or has been' be deleted."

The questions were proposed.
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SHRI D. L. SEN GUPTA Madam,
amendment No. 4 is on page 34 in the new
clause 521(2) (c). It says—

"the continuance of the services of all the
employees of the acquired insurer
(excepting such of them as, not being
workmen within the meaning of the
Industrial Disputes Act. . ."

Now, the word "workmen" in the Industrial
Disputes Act has been the subject matter of
lots of litigation and controversy. Its
definition is not yet settled. In fact, the
relevant section had to be amended more than
once to bring the definition to a certain stage.
All that I want to know is why it is that the
legislation shall not promise employment to
everybody, why it should be to the workmen
alone. Why should it not include those not
covered by the term "workmen" also? I want a
clear, categorical, assurance from the Minister
that everybody, unless he wants to walk out,
will be absorbed. And that was the provision
in the Insurance Act when life insurance was
nationalised. Nobody was thrown out. I
submit my amendment will only ensure for
the existing employees, whether they are
workmen or petty officers or officers, that
their interests are secure. That is one.

The next amendment is on page 36, in the
new clause 52K(2). It says that the tribunal
shall consist of three members, one is a
judge—present judge or ex-judge—one from
the insurance business, and another member
will be a chartered accountant. My point is
this. My amendment seeks to delete the
provision in regard to an ex-judge. Mr.
Gajendragadkar, the former Chief Justice of
the Supreme Court of India, is now the
Chairman of the National Commission on
Labour. Very reasonably, I believe, the Chief
Justice has expressed his views in unmistak-
able terms that if judges have no place in the
industrial tribunals or law courts. . .

SHRI M. P. BHARGAVA (Uttar Pradesh) :
Why did he accept the chairmanship if he had
those views ?
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SHRI D. L. SEN GUPTA : Please try to
understand me. He was saying lor obvious
reasons that judges should not get
employment after retirement il they are not
fit to be judges in a regular court. But, il
they are fit, then why should they hold any
responsible posts elsewhere ? Besides the
questions ol corruption, etc. il they are good
enough to continue as judges, then, their
tenure should be extended in the regular
courts. Why not ? Here, "the Chairman shall
be a person who is, or has been. . ." In this |
want to delete "or has been" because "has
been" means in the past. That portion should
be deleted so that there may be provision lor
the existing judges. I am opposed, to their
service in any form, in the industrial tribunal
or insurance tribunal, wherever it might be,
or even in trie election tribunal. That does
not matter. There should be no place lor the
retired judges.

SHRI K. C. PANT : Madam, so lar the
first amendment goes, that is No. 4, in the
bracketed portion workmen under the
Industrial Disputes Act are excluded
because they are governed by the provisions
ol the Workmen's Compensation Act in
respect oi their terms and conditions ol
service. This provision is also identical with
a similar provision in the Banking Compa-
nies Act. Therelore, 1 oppose this
amendment. So lar as amendment No. 5 is
concerned, the Bill, as it stands, stipulates
qualification as a judge lor becoming the
Chairman ol this body. And he wants that a
retired judge should not be made Chairman.
A retired judge, as he himsell admitted, does
not necessarily lose his competence. He just
now said that there was a man ol
exceptional competence who was a retired
judge. But surely he does not want to debar
him.

THE DEPUTY CHAIRMAN : Are
you pressing your amendments ?

SHRI D. L. SEN GUPTA: Yes.

Madam.

THE DEPUTY CHAIRMAN: The
question is :
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4. "That at page 34, lines 17 to 19,
the brackets and words '(excepting
such ol them as, not being workmen
within the meaning ol the Industrial
Disputes Act, 1947, are specifically
mentioned in the scheme) be delet
Cd."

The motion was negatived.

THE DEPUTY CHAIRMAN : The
question is :

S. "That at page 36, line 31, the
words 'or has been' be deleted.”

The motion was negatived.

THE DEPUTY CHAIRMAN : The
question is :

"That Clause 22 stand part ol the Bill".

The motion was adopted.
Clause 22 was added to the Bill.
Clauses 23 to 36 were added to the Bill.

Clause 37—Insertion of  new sectiojis
HOD, HOE, 110F, HOG and 110H.
SHRI THILLAI VILLALAN :
Madam, I beg to move :

1. "That at page 60, for lines 11 to
15, the Ilollowing be substituted,
namely : —

'HOG. (1). The Central Government
shall constitute an Insurance Advisory
Committee consisting ol five members
having special knowledge and experience
ol the business ol insurance ol whom the
Controller shall be one and the Central
Government shall nominate one member
Irom the remaining lour members to be
the Chairman thereof."

2. "That at page 60,

(i) in line 17, for the words
'Consultative Committee' the words
'Insurance  Advisory Committee' be
substituted ;
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(ii) in line 19, for the words
'Consultative ~ Committee' the
words 'Insurance Advisory Com

mittee' be substituted ; and

(iii) in lines 23-24, for the words
'Consultative Committee' the words
'Insurance  Advisory Committee' be
substituted."

The questions iwere proposed.

SHRI THILLAI VILLALAN The
Members who participated in the general
discussion, all of them, referred to this clause
and they ali said and the Minister also said :
'We want social control, we must give powers
to a particular individual and then only we
will have social control.' My submission is, it
must be institutional and not individual. The
powers must be taken by the Government but
it does not mean that all the powers should be
given to an individual. Here the attempt is to
give enormous powers to a particular officer.
Further the Committee contemplated here says
that it will be a Con-sultative Committee.
Consultation is one thing, taking advice is
another. The Committee must be powerful.
The Committee must give advice to the
Controller but it should not be that the
Controller should consult the Committee. The
Committee should therefore be constituted in
the name of an Advisory Committee and it
should be given powers to advise the
Controller in the conduct of the business of
the insurance industry. That is why the
original sub-clause (i) should be deleted and
my amendment should be inserted.

Further the Minister said that there is
difference between general insurance and life
insurance, that we have nationalised life
insurance but not general insurance. In our
part there is one idol, called Ardhanareeswar.
The deity will be decorated with half female
dress and ornaments and half with male dress
and ornaments and the deity is worshipped
like that in that area. Like that during this
session we come across social control of
banks which is entirely different one but we
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come across social control of insurance which
is just like Ardhanareeswar. We have
nationalised a part of it but for another part we
want social control. For that we want no social
control by Government but by a particular
bureaucratic officer. This is not social control
but it is only bureaucratic control or
Controller's control. So my amendment must
be accepted. It will be real at least. It will be
social control if the Advisory Committee is
formed and advice is taken by the Controller.
So I press my amendment.

SHRI K. C. PANT : I do not understand
my hon. friend's objection to the Controller's
controlling. After all, who else will control
except the Controller? You want social
control but you do not want the bureaucrat to
head it. Who will exercise the control? Will
you explain it to me ? Will it be the Par-
liament or will it be the Minister ? Would you
prefer that or will it have lu be an officer of
the Government ? Obviously it cannot be one
of the four. He cannot replace the Controller.
When he objects to the Controller I would
like him to explain what he means ?

SHRI THILLAI VILLALAN : I want the
Committee to be Advisory Committee, not a
Consultative Committee. Then I do not want
the Controller to be the Chairman because he
must get advice from the Committee not as
the Chairman of the Committee. He must be
one of the Members. The Chairman must be
another man because he must get advice but
when he presides over the Committee how
can he get advice ? That is the amendment.

SHRI K. C. PANT : That I understand. I am
merely asking when he says that a bureaucrat
should not be the Controller, who should be
the Controller ? I am not at all clear. Should it
be the Parliament or the Minister concerned?
It has to be a Government Officer.

Coming to the main point, I have gone into
it at some length in the course of my reply.
First of all I do
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[Shri K. C. Pant]

not see the difference between calling this
body a Consultative Committee or Advisory
Committee. Between consultation and advice
there is difference in the words but in actual
practice it is not these words that count. So I
do not think the words as such are very
important. The point is, why should the
Controller be the Chairman ? That is the
central point. As I explained, certain decisions
will have to be taken in certain matters
provided for in the Act by the Controller.
What that area is has been specified in the Bill.
When any of those matters come up and a
decision has to be taken, the Controller has to
take that. In the Joint Committee when this
matter came up, it was suggested that there
should be scope for another opinion to be
given to the Controller so that he may have the
benefit of that second opinion. So this
Consultative Committee was constituted, but
this does not detract from the responsibility of
the Controller in taking those decisions. It is
only to give him a second informed opinion
and therefore if you do not make the
Controller the Chairman of this Committee,
that does not help in this matter at all because
as I explained, so far as the Consultative
Committee goes, it can only advise the
Controller and then the decision has to be
taken hy the Controller. If the company is
dissatisfied, it can go in appeal and the
Government can sit over the matter after that
and decide.

So far as the second point is concerned, the
Controller has to be the Chairman because
official files have to be gone through. Non-
officiall cannot go into the files. Those files
are not within their reach. They are governed
by the Official Secrets Act. etc. and therefore
since he has to look at those files in relation to
those cases and others, it has to be an official
and in this case it has to be the Controller.

THE DEPUTY CHAIRMAN
question is :

The

1. "That at page 60, for lines II to 15, the
following be substituted, namely :
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'HOC (1) The Central Government
shall constitute an Insurance Advisory
Committee consisting of five members
having special knowledge and experience
of the business of insurance of whom the
Controller shall be one and the Central
Government shall nominate one member
from the remaining four members to be
the Chairman thereof."

The motion was negatived.

THE DEPUTY CHAIRMAN
question is :

The

2. "That at page 60,

(i) in line 17, for the words 'Con-

sultative ~ Committee' the  words
'Insurance  Advisory Committee' be
substituted;

(i) inline 19, for the words
'Consultative Committee' the
words 'Insurance  Advisory Com

mittee' be substituted ; and

(iii) in lines 23-24, for the words
'Consultative Committee' the words
'Insurance  Advisory Committee' be
substituted."

The motion was negatived.

THE DEPUTY CHAIRMAN
question is :

The

"That clause 37 stand part of the Bill."
The motion was adopted.
Clause 37 was added to the Bill.
Clauses 38 to 41 were added to the Bill.

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

SHRI K. C. PANT : I move : "That

the Bill be passed".

The question was proposed.

SHRI D. L. SEN GUPTA : Madarn, now
that the Bill has gone through the Second
Reading, I would draw the attention of the
Minister here to Mr. D. N. Tiwari's report on
this which says :
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"During the course of discussion on
clause 14, an assurance was given by the
Government that clauses 14 and 41 would
not be brought into force until the Payment
of Bonus Act, 1965 was suitably amended
in relation to the employees of the in-
surance companies carrying on general
insurance business."

I would like him to see that the Payment of
Bonus Act is amended in the next session
without any delay. Otherwise this will be of
no use. So far as clause 41 of the Bill before
us is concerned, it says :

"In section 32 of the Payment of Bonus
Act, 1965, in clause (i), the words
'employees employed by any insurer
carrying on general insurance business and
the' shall be omitted."

So far as section 32 of the Payment of .Bonus
Act, 1965, is concerned, it says which are the
industries not to be covered by the Payment of
Bonus Act, and in that provision this insurance
industry is outside the purview of the Payment
of Bonus Act. And now, after this Bill is
passed, unless it is enforced, practically the
employees employed by any insurer carrying
on general insurance business will get no
benefit of the bonus. So that is my first
suggestion, and | expect that expeditious steps
will be taken to amend the Payment of Bonus
Act.

Now another aspect of the thing is this, that
I have already discussed in the course of my
amendment. It is that there should be an
assurance that nobody will be retrenched.
Now automation in the insurance industry has
become a great problem. There is a serious
agitation against the introduction of
automation. There is a clause in the Bill which
only assures employment to the workmen
under the Industrial Disputes Act, nothing
about the non-workmen. So it has become all
the more imperative that there should be an
assurance that there should be no automation
in the insurance industry or, if there is
automation, it should be
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sparingly and without affecting any employee
at present in the industry. Thirdly, the Finance
Minister should take note also of the fact that
this is a vast country and there are lakhs and
lakhs of unemployed people and automation
is not appropriate in this situation.

My last thing is this. Social control, we
have heard enough but we don't know what
social control means. It will all depend on
how the Act works. As a confirmed socialist
believe in nationalisation. But my experience
of the nationalised industries is very sad. We
have failed and it would be a failure, not for
the reason that nationalisation is bad but for
the reason that, whoever is at the helm of
affairs, he is antagonistic to it, he is absolutely
against the theory of social control, is against
the theory of nationalisation. So this
bureaucratic rule must be curtailed and must
be cut to size, and men of character and
integrity in public life, they must be the
people at the helm of affairs, not these
bureaucrats and others in the top-heavy ad-
ministration.

SHRI LOKANATH MISRA
(Orissa) : Do you mean Malaviyaji ?

SHRI D. L. SEN GUPTA : I do not take the
name of anyone. All that I want to emphasise
is that they should not be defeated Ministers
and defeated M. Ps. but men of character.
Otherwise you cannot enthuse the workers
who are working. Unless you put men of
integrity at the helm of affairs and unless you
enthuse the people, the idea of nationalisation
or social control is a mere misnomer; it is
bound to fail. So I hope you will be conscious
of the responsibility and the meaning of social
control.

SHRI M. P. BHARGAVA Madam
Deputy Chairman, I am very happy that in a
few minutes this House will be passing this
Bill about the social control of general
insurance. I am sure, if the provisions of the
Bill are implemented in a proper manner, it
will go a long way in fulfilling the demands
of the two Houses.



4507 Insurance

[Shri M. P, Bhargava.]

Now, at the final stages of the Joint Select
Committee Report I had expressed my doubts
regarding the assessors and surveyors because
we had decided to regulate their profession. I
am happy that the Minister, in the Lok Sabha,
has accepted an amendment to the effect that
all the surveyors and assessors, who are on the
list on the 26th day of October, 1968, will be
accepted as assessors and surveyors. And that
is a very happy amendment which has been
accepted, and that has removed my doubts.

The second point which I would like to
impress at this time is that we have reduced
the commission on the first year's premium
for general insurance to ten per cent of the
premium, and to fifteen per cent of the
premium in the case of miscellaneous
insurance. Now the necessary corollary for
that is that the commission on the first year's
premium in life insurance is also reduced, to
bring it in line with general insurance. And for
this purpose, as the House is aware, I have
introduced a Bill on last Friday. But the
House also knows the fate of non-official
Bills. Even if it is passed, it will take four to
six years if I remain a Member by that time.
Therefore I will urge upon the Government to
get that matter examined, and try to bring
forward an official Bill for that purpose, for
the purpose of reducing the commission on
the first year's premium in the case of life
insurance also to ten per cent. That is what I
have said in my Bill and I will urge upon the
Government to get it examined seriously, and
bring it up in an official Bill as early as
possible.

SHRI K. C. PANT : Madam, my hon.
friend, Shri Sen Gupta, referred to the need to
amend the Bonus Act, 1965, in the next
session. This is something which concerns
another Ministry. I shaH certainly pass on his
suggestion to them.

SHRI D. L. SEN GUPTA : The Labour
Minister is there. You can put it to him.

SHRI K. C. PANT : Yes, but I want to be
quite formal about it.  Then the
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second point that he made was that there
should be no automation because it leads to
retrenchment, that there should be no
automation in insurance unless we can be sure
that it does not affect any employee. I think
that is what he said. And then he said that
there are many unemployed people in the
country and therefore it should not be resorted
to light-heartedly. Well, I agree with him that
automation is something which will have to be
considered in the context and in the back-
ground of the unemployment situation in the
country, and no one would like automation to
be resorted to in a light-hearted manner, or
where it is not absolutely necessary. But in the
field of insurance it was felt that the policy-
holders were not getting the kind of service to
which they were entitled. And there were
complaints in this House and in the Public
Undertakings Committee and in other bodies,
which looked into this problem, to the effect
that the service must improve. And in order to
improve the servicing of policies, which after
all is the heart of life insurance business, and
upon which depends the rate at which it can
expand, since this was felt necessary,
automation was introduced there. And it was
stated on the floor of the House that, while we
are going to introduce automation, this will not
lead to retrenchment, this will not also lead to
any employee even being transferred from one
place to another, or for him to suffer in
emoluments. And I am glad to inform my hon.
friend that we have stuck to this, and although
we have introduced the computer in Bombay,
we have not retrenched anybody so far.
Nobody has suffered in emoluments and
nobody has been transferred on this account
and, therefore, he will, I hope, lend his full
support to automation in those areas where it
is absolutely necessary in the larger interests
of the life insurance business as such, and in
the interests of the public sector undertaking,
which he and I are both committed to support
and advance. And it is in this context that his
support at Calcutta to instal a second computer
there would be most welcome to us. He refer-
red to defeated M. Ps. being male
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heads of public undertakings. I hope he does
not include those who do not contest elections
at all. I hope the door will be left open for
them.

4 pP.M.

SHRI LOKANATH MISRA : But is there
any undertaking left with a vacancy for those
with some credit in the market? All the
discredited people have flooded in all the
public undertakings.

SHRI K. C. PANT : When Mr. Misra enters
the fray in the political field he will realise
that elections are a very fickle thing.
Sometimes even very eminent and desirable
people lose the elections.

SHRI LOKANATH MISRA In a
democracy you cannot help it. That really
reflects the will of the people,

SHRI K. C. PANT : I am sure he will
approach the problem with the greatest
sympathy if he enters the fray directly.

THE MINISTER OF STATE IN THE
MINISTRY OF FOOD, AGRICULTURE,
COMMUNITY DEVELOPMENT AND
COOPERATION (SHRI ANNASAHEB
SHINDE) : That is more pertinent.

SHRI K. C. PANT : My hon. friend Shri
Bhargava spoke about his Bill and he has
asked us to examine that Bill. We shall
certainly examine it very carefully.

THE DEPUTY CHAIRMAN The
question is :
"That the Bill be passed." The

motion was adopted.

THE FOOD CORPORATIONS
(AMENDMENT) BILL, 1968

THE DEPUTY CHAIRMAN : We now
come to the next item—the Food
Corporations (Amendment) Bill. The time
allotted is two hours.
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THE MINISTER OF STATE IN THE
MINISTRY OF FOOD, AGRICULTURE,
COMMUNITY DEVELOPMENT AND CO-
OPERATION (SHRI ANNASAHEB
SHINDE) : Madam Deputy Chairman, 1 beg
to move :

"That the Bill to amend the Food
Corporations Act, 1964 and to declare the
Central Government as the appropriate
Government under the Industrial Disputes
Act, 1947, in relation to the Food
Corporation of India, as passed by the Lok
Sabha, be taken into consideration".

THE DEPUTY CHAIRMAN : There is
noise in the House and the Minister is not
heard.

SHRI ANNASAHEB SHINDE : Madam
Deputy Chairman, hon. Members are aware
that the Food Corporations Act was passed in
the year 1964 and thereafter in January 1965
the Food Corporation came into existence as a
public sector agency to handle the
procurement of food, transport of food,
storage of food, etc. During the last four or
five years the Food Corporation has been
functioning in this country as a public sector
agency and is trying to increase its scope of
work more and more. The main functions of
the Corporation are purchase, storage,
movement transport, distribution and sale of
foodgrains and other foodstuffs. The
Corporation may also with the previous
approval of the Government promote by such
means as it thinks fit the production of
foodgrains and other foodstuffs, set up or
assist in the setting up of rice mills, flour mills
and other undertakings for the processing of
foodgrains and other foodstuffs and discharge
such other functions as are supplemental,
incidental or consequential to any of the
functions referred to above. These functions
are being carried on by the Food Corporation.

The main issue in this Bill is a very limited
one. With more and more work which was
being done by the Food Department being
transferred to the Food Corporation of India a
question arose as to how the persons who
were discharging these functions in the



