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The question was proposed.

THE DEPUTY CHAIRMAN:
Sapru.  Shri Gupta.
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SHRI BHUPESH GUPTA (West Bengal):
Jaipuria is here.

345<

Mr.

THE DEPUTY CHAIRMAN; I will call him
later on.

SHrRI BHUPESH GUPTA; Madam Deputy
Chairman, I should have very much liked to
speak after Mr. Jaipuria but since you have called
me, [ would only say a few words.

THE DEPUTY CHAIRMAN: I hope you will
be brief.

SHrl BHUPESH GUPTA: Yes. Time
restricted and you will remind me no doubt.

is

Madam, we are not in a position to assess the
actuarial aspect of this Report. There are certain
obvious difficulties from which we suffer in such
matters. Therefore, my first point would be that
when a Report of this kind is made to Parliament
for its discussion this should be done a little more
claborately, elucidating some of the points or
items for the understanding and comprehension of
lay people like us. I do not think there are many
actuaries or Chartered Accountants here. This
morning, I called a friend of mine, a Chartered
Accountant, a comrade of ours, showed him this
thing and asked him whether he could make much
out of it. He found out that it was extremely
difficult to go into the details of it from the facts
that are given and he suggested to me certain
more facts and information which should be
available for our discussion. However, I shall deal
with one or two aspects of the matter. In the
Report you will find that the funds that we get on
the income side, such as interests, dividends,
rents, etc., fetch Rs. 40,05,95.000 for the year
under review. I am not now talking of the renewal
premium and other things which is of course , big
item. Here, Madam Deputy Chairman, [ have
certain observations to make. We need to know
how and where the interest accrues. We can
understand that there are some items, some shares
and so on, loans, dividends, etc. ~ We know that
the LIC is
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[Shri Bhupesh Gupta.] also a real property
owner in cities like Calcutta. On the other
items, the receipt shown is Rs. 4,06,49,980.
Now, this would have been much higher if the
outstanding loans due by various people to the
LIC had been recovered. This is not being
done and we are not told how many decrees
had been obtained by the LIC in respect of
such loans due to it and the total amount
involved. In such a situation, we would have
been in a position to assess the working of the
institution in respect of this matter. As you
know. Madam, before life insurance was
nationalised, the companies in the private
sector were in the hands of a certain set of
people and they utilised these funds for
financing their business and the business of
their family and friends. I shall give you one
example only in order to illustrate my point.

Take, for example, the case of the Empire
Life Insurance Company. This passed into the
control of Shri Ram Rat an Gupta in 1946 or
so. The Empire Life Insurance Company
started advancing loans to Mr. Ram Ratan
Gupta from the Life Fund which was, at the
end of 1946. of the order of Rs. 72,20,000. It
went on increasing and at the end of 1947, it
had risen to Rs. 1,70,95,000. At the end of
1948, it was Rs. 1,81,69,700. The advance at
the end of 1949 totalled Rs. 2,11,95,700 and
at the end of 1950, the last year of their
control of the Empire Life Insurance, the ad-
vances totalled Rs. 2,21,17,566. Then, in
1947, the Empire Life Insurance company
invested Rs. 60,00,000 in the debentures of
Lakshmi Ratan Cotton Mills and the Muir
Mills, or which Mr. Ram Ratam Gupta and
his friends were Directors. Such was the posi-
tion. Now, naturally, when it was nationalised

it was the duty of the LIC

SHrRI B. R. BHAGAT: What is the
amount?

SHri BHUPESH GUPTA: It was Rs.

2,21,17,556, to be exact. 1do not

[ RAJYA SABHA ]
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want to go into the other story but let us see
what happened when the LIC took over.
They filed a petition and they got a decree for
about Rs. 17 lakhs from the courts.

THE DEPUTY CHAIRMAN:
sub judice.

This is

SHrl BHUPESH GUPTA: It is not sub
judice. Not at all. I am not talking of that
aspect, whether the decree is right or wrong. I
am not questioning the judgment but what the
LIC did. I am questioning the LIC
administration. I am not reflecting on the
courts at all. After the attachment order was
issued, it did not move the courts at Kanpur. It
waited for a long time. The judgment was
issued in May 1960, and it was only 1961 that
they moved the Civil Courts at Kanpur to
have the order executed. Why was there delay
in having th, order executed? In their original
application, the LIC prayed for the "arrest and
detention of the judgment-debtor, Shri Ram
Ratan Gupta, as he has got sufficient means to
pay the decretal amount but has not
intentionally paid the same." This is a
quotation from the application of the LIC.

Then what happened?  Surprisingly
instead of proceeding in this
matter the LI.C. filed later
on a second petition. When
the attachment could not be made
because the properties were shown in

the name of others, the L.I.C. filed a
second application praying for the
arrest of Shri Ram Ratan Gupta but

that application was withdrawn on 21st

October 1961. We do not know what
happened in between but the L.IC.
filed another petition praying that its
application for arrest and detention of
Mr. Ram Ratan Gupta should
be withdrawn and they

did not given any reason. That is how an
outstanding loan of Rs. 17,56,227 due to the
L.I.C. is dealt with despite a decree of the
court. Now, they may' say, *We will take it to
other courts.' I am not concerned with it. I
want to point out how the L.I.C. deals with its
finances. Thisis a
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very important matter, Madam Deputy

Chairman, because you will find that this
same Mr. Ram Ratan Gupta was advanced Rs.
50 lakhs by the U.P. State Government for
starting certain mills and so on. Then after the
war there was investigation into his tax assess-
ment and again it was scaled down later on
and Mr. Ram Ratan Gupta, I believe, has
written some book in which he has admitted
that at that time tax evasion took place of the
order of a couple of crores of rupees. In spite
of that the Government of India have very
generously scaled down his tax liabilities by
about Rs. 20 lakhs. Therefore I say a kind of
favouritism is being shown to Mr. Ram Ratan
Gupta who happens to be in a particular party.
The brothers seem to be divided in the matter
of parties; one is in Swatantra and the other in
the Congress. Anyhow patronage is being
shown to him and the L.I.C. loses and for that
we all suffer. You can very well understand
that. And this is typical of many other
business houses. 1 say moneys are not being
collected. I pointed out in this House how the
loans given to Ananda Bazar Patrika were not
being collected. The maturity date was over
but even so they were not being collected. The
decrees are there but they have not been
implemented or they are not sought to be
implemented. Such is the accommodation
shown to certain favourite people. Today we
know that the Bihar Government advanced Rs.
34 lakhs to the Dalmia Sahu Jain & Company
in Bihar for their sugar factories. This is no
good. When the L.I.C. gives money it should
be particularly careful and I think the L.I.C.
authorities should make it a point to recover
all the outstanding loans due to the
Corporation out of loans advanced by the old
Companies to the families of persons who had
been in control of these Companies before
nationalisation. It is a very vital source of
income today when we are short of funds.
Therefore I have mentioned this little matter
about Mr. Ram Ratan Gupta because it is a
very interesting thing. They could have easily
attached the shares of
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Mr. Ram Ratan Gupta. When it was found
out that the attachment order related to
properties which were not in his name, the
L.IC. could have certainly applied for
attachment of his shares and other immovable
property. He had plenty of property but then
they did not do it. They kept the matter
hanging to the disadvantage of the LLC,
while the other party, the judgment-debtor
gained.

With regard to the question of advancing
funds etc., I would like the L.I.C. not to help
Big Business so to say. I say that if the L.I.C.
were to invest money in the private sector,
they should help the medium and small
industries. The income may not be very much
immediately. I think the L.I.C. funds should
be used for industrialisation in public sector.
That should be the emphasis and we should
really earn money from the flourishing public
sector industries in which the L.I.C. funds
should be utilised. Should it become necessary
for the L.I.C. to invest in private sector, the
preference should definitely be for small and
medium industries especially in the backward
regions which are short of capital resources. In
such places the L.I.C. can help deserving
cases of course after going into the various
aspects of the individual claims and also in the
light of the industrial policy of the Govern-
ment. This is what I would suggest with
regard to this matter. My point is that the
LIC. funds should not be utilised for
speculative purposes or the L.I.C. finances
should not be built on speculative shares
because if there is a crash in the share market
due to certain crisis in the world economy or
in our internal economy, the financial
structure of the L.I.C. would collapse.
Therefore I say it is not a sound poliov for an
institution of this kind. It should be oriented
towards the public sector. The savings of the
community in huge quantities are in its hands
and it is not good to invest alwavs in
speculative shares. And when it makes such
investments in
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[Shri Bhupesh Gupta.] shares, the L.I.C.
should try to get control. The L.I,C. should
have taken the initiative, for example, to take
control or to take over the Jessop & Co. or
other Mundhra concerns in which the L.I.C.
has invested sizeable funds. That should be
the approach. This is another matter to which
I should like to draw the attention of the
Government. The investment policy of the
L.I.C. should be shaped in favour of the
public sector for breaking the monopoly, not
for helping and bolstering up monopoly.

As far as rents are concerned, the LLC.
earns a lot of money from its buildings. It was
decided that the L.I.C. should invest some of
their funds for solving the housing problem for
the lower income group but nothing much has
come out of it. I think the tendency on the part
of the L.I.C. nowadays in Calcutta and other
places is to see that their expensive flats and
other things are let out to the rich people so
that they can earn a good deal of money.
Sometimes. I am told, salami is also taken by
certain individuals in the L.I.C. This should be
looked into. Salami is absolutely illegal and if
some people are taking it they should be
brought to book. But what I am concerned
with is that the L.I.C. in such cases should
really keep in view the social objectives and
invest in such buildings as would help to ease
the housing problem of the poorer sections of
the community either by way of advances to
co-operatives or to individuals or by acquiring
such properties as would yield them some rent
but at the same time enable them to meet the
needs of housing as far as the lower income
group is concerned, whether they are
Government employees or other employees. 1
think this scheme is there and if the L.I.C.
goes ahead with this scheme, it will gain in
prestige and it will be a popular institution
because it will be helping the people in solv-
ing or at least facing one of their very difficult
problems especially in big cities like Calcutta,
Delhi, Madras. Bombay, Kanpur and so on.
That is

[ RAJYA SABHA ]
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another thing I would like to say, because
things are not satisfactory in this respect. I
know that in Calcutta today the LLC. is
perhaps the biggest property-owner because
they have stepped into the shoes of many
Insurance Companies which had house
properties. These houses should also be made
available as far as possible, as far as
residential houses are concerned, for the
lower income group people rather than
treating them in the same way as zamindars or
landlords deal with their houses. That is the
thing I would like to mention here in the
interests of the people.

There are various Reports; I need not go
into all of them. All I can say, Madam, is -that
the L.I.C. should be based on a sound
economy and it must always be guided by the
social objectives that we have. We took over
life insurance in the State sector with a view
to helping the policy of industrialisation and
serving certain social objectives set before the
nation under the Plans and so on and the
L.I.C. should attune itself to the fulfilment of
these tasks. That is what I say.

I would only like to add that as far as the
L.I.C. employees are concerned, they have
very many grievances. These should be met
and their conditions should be carefully
looked after. There should not be such
discrepancies in their salaries. Now, I know
that the matter is engaging the attention of the
Government and it is being constantly brought
up before them. At the same time there are a
lot of grievances suffered by the L.I.C.
employees, field workers and others and I
think Mr. Chordia was quite right when he
emphasised that their grievances should be
met.

Madam, we want the L.I.C. to flourish. We
wish it all prosperity and we want it to be
based on sound economic policies and
oriented to the ideas of the Plan, the public
sector and service to the nation as a whole.

Thank you.
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SHRI  SITARAM
Pradesh):

a lot has

JAIPURIA  (Uttar
Madam  Deputy  Chairman,
been said already on this
important  subject by the previous
speakers, Mr. Chordia and also
Mr.  Bhupesh  Gupta. -Though
Mr. Bhupesh Gupta, while speaking, did say
many things to safeguard and promote the
interests of small-scale industries—I do not
mean it—it looks like harming the big ones.
Nevertheless, they have placed their points of
view.

1 would say that this enterprise, the Life
Insurance Corporation , is the second largest
one, next only lo the Railways. There is,
however, one very big difference in thai, the
Life Insurance Corporation: is one which is
purely welfare-oriented. Therefore, when we
discuss the activities of the LIC this important
point has got to be kept by us in view.

About bonus, it has already been discussed.
I must say while bonus is one of the biggest
allurements for anyone to take out a life
insurance policy, to our greatest regret it is
not alluring at all. Despite the increase in new
business from Rs. 429 crores in 1959 to Rs.
608 crores in 1961, also the reduction in the
mortality rate and also the reduction in the
general renewal as well as overall expense
ratio, we have found that bonus has been
allowed to remain more or less the same. This
is a matter which needs consideration by the
Government.

It has been said in the Report that
due to emergency and the present
occasion in view of the likely -effect
on the national emergency of a long-
drawn Sino-Indian border conflict,
it has been thought that there is justi
fication for using , slightly higher rate

of interest in the evaluation. Here the
Report was published on the 26th
November, 1962 and we know how
many days ago this question of natio
nal emergency did come. From the
Reports we do see that most of the
investment is  in government
securities. I do not think theLIC
has any intention of only
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increasing their investment in that particular
type of field and thus helping the national
emergency, though it was only hardly a couple
of days ago. Now, when it has been said that
the lapse ratio had increased from 5:1 in 1963
to 7 per cent in 1961, in fact there have been
nearly 30 to 32 per cent lapses within the last
three years. In this year itself the lapses have
been 20 per cent within one year. I would not
like to go into the detailed reason why these
lapses have been of such a high percentage.
There is no doubt that excessively zealous
field officers and workers induced a liumber
of persons to take out insurance policies even
knowing that it is not within their means with
the ultimate result that after some time the
lapses are there. While it has been seen that
the LIC do appreciate the work done by their
field officers and their promotion also depends
to a large extent on the business brought by
them, it is necessary that the LIC— I hope
they are doing it—should go into the fact as to
what percentage of lapse has been found in the
case of those field officers who have been re-
warded for bringing in very high business.
There is a tendency for bringing in high
business only for the sake of their promotions
or for high returns in the first year. I think that
many of them have complained that even in
the first year the income, which it apparently
looks that they are getting, has to be passed on
many a time to the person who has insured. If
that be the case, merely for the sake of
promotion or future benefit why such business
be brought in, is a matter which needs
consideration at the hands of the government.
In fact, it will be most surprising to observe
that as against only Rs. 22 crores of business
in January 1961, there was nearly Rs. 273
crores of business in December 1961. Just
imagine the difference between Rs. 1-22
crores and Rs. 273 crores. What does it
amount to? Does it mean that they are all very
complacent in the month of January and very
active in the month of December? It only
means that in order to fulfil
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[Shri Sitaram Jaipuria.]

their quota they do work right and

'

left, go from place to place and some-
how or other, in the hope of having a

better future and promotion, they try
to sell insurance poliries to persons.
They say: "Do take out a policy this
time. My future depends on it and if
you do not like it, you allow it to
lapse again." Such a tendency, I am
sure all will agree, needs to be looked
into.
1

One very important thing to my ' mind is

about the targets that have been fixed and the)
achievement made by the LIC. In the year 1960
as against the target of Rs. 525 crores, the
actual achievement was Rs. 497 crores. In 1961
the target was not achieved and it was less byj
Rs. 60 crores. Now, my point is this. Probably a
shortfall of this nature might have prompted the
Finance Minister also to have a compulsory
savings scheme introduced, though I have my
fears. The condition of the economy of the
people is so poor. They have to deposit the
money either in the compulsory savings scheme
or in the LIC which is also a sort of saving.
What will be the result? Will the LIC be able to
achieve its target of nearly Rs. 1,000 crores? To
me that looks very ambitious, particularly when
they have not been able to fulfil the targets that
they had placed last year. The future looks a
little more grim and, therefore, a note of]
caution and warning, to my mind, is necessary
for this purpose.

Efficiency needs a little competition and
wherever the monopolistic tendency is there, |
think it is an acknowledged fact in every field
that there is bound to be some complacency
about it. While all life insurance business has
been brought under one LIC organisation, I
would humbly suggest that just as they have
zonal offices, instead of having one big
Corporation if they are to split the present
Corporation  into  several  autonomous
corporations, a feeling of competition would
be created among the different corporations.
There is every likelihood
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that we shall find the working of the
Corporation and of individuals improving
very much more than what it is now. It may
mean a little increase in overhead expenses.
But I have every reason to hope that if the
very unwieldy Corporation that we have now
is split into different groups, the efficiency
will increase and that will bring down the
expenses when it is practically looked into.

In the matter of investment in shares, just
now my friend, Mr. Chordia, who moved the
motion, was straightforward in expressing his
views when he said that in respect of Central
Government  securities and other State
Government securities there should be more
investment. I would say that the investment in
the State Government securities is already
very high. If you have a look at the LIC's
Annual Report for the year 1961, you will find
that in regard to Indian State Government
securities the book value is prescribed and the
market value prescribed is already low by Rs.
2 crores. If the value of Government securities
declines, if there is a difference between the
market price and the actual price at which the
investment is made, then you may not here
suggest further investment in Government
securities. I think the LIC has to consider that
aspect also. No doubt, I for one would
certainly say that the private sector deserves a
little more encouragement and investment,
though the policy of the LIC so far has been
only to invest in blue chips. It has paid them
high dividends and if the blue chips had not
been there, I do not know what would have
been the return. It must have been further low.
But it is necessary that in the developing state
of our economy all the sectors do get an equal
amount of importance and help from such
credit institutions.

I have no doubt in my mind that now
because of the imposition of the Super
Profits-tax the word blue chips' is boun-1 to
disappear and the LIC might he - ts> eo in for
shares of a normal nature. I do hope that
while
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formulating their policy of investment every
region where industrialisation is taking place,
every backward region particularly, will be
given due consideration. Not only should
investment be made in old, running shares—
called blue chips—but also in the coming
companies which are being established and
thus help in the industrial growth of the
country.

From the Report that has been submitted
to us, it is very difficult i'or us to find out
how it compares with the insurance
companies in foreign countries.

The practical experience of everyone is that
before nationalisation there were a number of
companies whose bonus rates were very much
higher than what are being given by the Life
Insurance Corporation. I would most humbly
suggest that in order that we may know how
they compare with the different companies in
other countries”—and it will also be in the
interests of the Life Insurance Corporation
themselves—they should give the
comparative figures in this regard. That will
only increase their efficiency and will also
mean a further rationalisation of their
expenses and improvement of their
economies.

Madam, my friend, Mr. Chordia, laso
referred to the judgment of the Madras High
Court. It is a very serious matter. No doubt it
may be one single case, but I can say with my
little practical experience that it has been
established a number of times that for one
reason or other—I would not use the word
"deliberately" but in practice it amounts to the
fact that —the claims are delayed by the LLC.
so much that nearly three years are allowed to
pass by before they are settled, and being
desperate, either the person has to go to a
court of law dv he has to sit tight awaiting his
fate or he has to approach some other quarter
from where he can get a tiding hand.

«ft fawsgary FamEeEsT e
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SHRI SITARAM JAIPURIA: In this matter
if such action is taken and if the moral values
of life are forgotten and only a legalistic view
is taken, you will appreciate that it is not good
for an institution which depends entirely on
the credit that it gets, on the goodwill of its
constituents and on the good wishes of those
who participate in its activities if only a lega-
listic view is taken. The High Court of
Judicature of Madras, which is one of the
most important High Courts in our country,
found justifications for passing very strong
strictures  against the Life Insurance
Corporation, particularly a body which is a
monopolist one. So, it needs a thorough
looking into. The moral obligations which the
Life Insurance Corporation is bound to fulfil
have got to be seen, and we should all ensure
that there is no lack of confidence ever
expressed in it.

Madam, the Life Insurance Corporation, as
I said earlier, is the biggest public
undertaking for social welfare, and I do hope
that in the interests of the people its operation
will not only be profitable and above board
but that it would also take steps to ensure that
many other types of insurance which are not
prevalent in our country now are undertaken
by it so that a sort of safety and security is
given to the people of this country. Thank
you.

SHRIP. N. SAPRU (Uttar Pradesh): Madam
Deputy Chairman my sympathies are always
with the public sector, and it is but natural that
I should in this matter differ from my
esteemed friend, Mr. Jaipuria who otherwise
made an excellent speech. The Life Insurance
Corporatior. is one of our great public
undertakings, and it was a wise thing for us to
have nationalised the life insurance business. I
wish we had gone a little further and
nationalised marine and fire insurance as well.
I hope that it may be possible for us to do so
in the days to come.

The common man has to bear a very
heavy burden of indirect taxation.
The middle income group people have
I tobearaheavy burden of direct
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[Shri P. N. Sapru.] taxation, and people
with an income of Rs. 125 per month, that is
people with an annual income of Rs. louU,
will have to bear the burden of compulsory
savings.

[THE VICE-CHAIRMAN (SHRI M. P

BHARGAVA) in the Chair]

It is in these circumstances desirable that
serious thought should be given to the
question of running industries as State
concerns so that we may, out of the profits
earned by them, pay for our development
plans and for our defence expenditure. For
this reason it is important that the bonus paid
to the policy-holders by the Life Insurance
Corporation should be a reasonably good one.
It does not compare favourably with the
bonus paid to policyholders in other
countries. This is what Mr. Jaipuria
emphasized, and I would say that our effort
should be to ensure that our policy-holders
get a good bonus.

From the Third Valuation Report which has
been supplied to us it is not possible to
comment fully on the working of the L.I.C.
but I have been going through the Report of
the Corporation for the year ending 31st
December 1961, and a feeling to which I am
bound to give expression is that we should not
allow our public concerns to be utilised by
persons who are not entrepreneurs in any real
sense of the term but who are speculators. It is
not my habit, unlike thp® of my friend, Mr.
Bhupesh Gupta, to go into individual cases
and to attacK individuals on the floor of the
House, but I have a feeling that there are
individuals who have been favoured by the
L.I.C. Specific reference was made in this
matter by Mr. Gupta to a particular individual,
an industrialist .

AN HON. MEMBER: He is also Mr. Gupta.

«<IRI P. N. SAPRU: . . . who hails from the
State of Uttar Pradesh. Now I will not go intg
the facts of the |
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case relating to him, but I find that the L.I.C.
has a claim of Rs. 17,56,227 which remains as
yet unsatisfied. Well, I do not know why the
L.IC. has taken no steps to have the
decree against this particular industrialist
executed. I think it was time that steps were
taken to have the decree executed. Personally
I am never for the arrest in civil cases of
individuals for default in execution
proceedings, and therefore I shall not make
the complaint which was mad., by my
friend, Mr. Bhupesh Gupta, that the
particular individual has not been
arrested. But he has properties and he is in
business in a big way, and therefore ther, is no

reason why those properties  should not
have been attached. And thereis no 4
P.M. reason why he should continue to
have influence with the Corporation. All this

is necesary in the interests of the policy-
holders. In most cases the policy-holder is a
small man, his investments are small. He
takes out a policy in order to ensure that his
children or his wife may get the benefit of
that policy if he should die. Sometimes he
takes out a policy as a sort of insurance against
old age. Therefore the interests of the policy-
holders should be supreme. Keeping this
principle in mind, I see no reason why the LIC
funds should not  be utilised for productive
purposes in the public sector. For example, we
have a lot of housing work to do, we have to
clear the slums. I do not see any reason why
the LIC funds should not be available for the
purpose of building  houses for the  lower
income groups or for clearing the slums. The
worst slums are to be found in the city of
Kanpur. I do not know whether Calcutta is the
worst in this respect but I know that
Kanpur is a place of slums and some of the
worst slums are to be found in Kanpur.

SHrRI BHUPESH GUPTA: One million
people live in Calcutta slums.

SHRI P. N. SAPRU: I read in some paper
some time back—I have not been able to lay
my hand on that
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paper—that the incidence of tuberculosis is
the highest in Kanpur. I am speaking with
particular reference to Kanpur because I come
from U.P. and naturally I have a certain
amount of regional feeling. 1 hope that the
House will forgive me for having that regional
feeling. Our endeavour should be to have a
target of Rs. 1,000 crores or even more for the
L.I.C. We should aim at making insurance
popular. We should try to make people in our
villages and towns insurance-minded. In the
advanced countries of the West, you have
programmes of social security, you have life
Insurance programmes. Now Britain claims
that she has established a Social Security State
which enables the individual to live free from
anxiety from the cradle to the grave. The
Scandinavian countries have also made a
great deal of progre&s in this direction. I
think that with the break-down of the Hindu
joint family system, it has become necessary
for us to think in terms of social security, and
life insurance should be regarded as a form of
social insurance. The State has undertaken for
us responsibilities in connection with li.fe
insurance work. I am not sure if competition
will make the working of life Insurance
companies better. I am not * *“'y great believer
in the competitive principle in life. I rather
prefer co-operation to competition, and I
would say that our effort should be to make
the people in this country insurance-minded.

With these words, I would commend the
consideration of this Report to this House.
Thank you very much.

SHRI ROHIT M. DAVE (Gujarat): Sir, the
Report that we are considering at the present
moment, though of a very technical nature,
has raised certain issues which require very
careful consideration by the House which is
naturally interested in making life insurance
more and more popular adding to the success;
of the Life Insurance Corporation. The first
point that deserves careful consideration is
what is given on page 2, para-
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graph 5, of the Report, in which the last three
lines read as follows : —

"It is clear therefrom that as compared
with the mortality basis used in our
premium rates and the preceding valuation,
the actual mortality experience during 1961
has been very favourable. Ay a matter of
fact, it was even more favourable than
during the bien-nium 1958-1959."

These remarks clearly show that the premium
rates which the LIC has fixed at present are
slightly on the high side. We have been
reminded in this House and in the other House
by the Prim. Minister more than once—and
even in his public speeches he has stressed
this fact—that after independence the age of
expectancy in this country has risen very high
due to the wvarious measure which the
community and the Government have taken,
and if that is the case, I think the time has
come when the Life Insurance Corporation
which has got a monopoly in this particular
field of activity should examine carefully
whether the premium rates that are charged by
the Corporation need not be revised and
lowered in view of this rise in the expectancy
of life. Sir, we want that more and more
business should be written by the Corporation
year after year, and looking to the conditions
in which our people live and the cost of living
which is inevitable because of certain bottle-
necks in our economy and certain pressures
thereon, it is desirable that this monopolistic
Corporation takes into view the need for
lowering the premium rates so that more and
more people are attaracted towards life
insurance and thereby compulsory saving is
also encouraged. The next point that deserves
some consideration is the question of valu-
ation. We have been told that the rate of
interest assumed was 2J per cent., except
where the liability wa, determined by
accumulation of office premiums in which
case the rate of interest used was 3 per cent.
Commenting on this, on page 4, in
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the last few linesthe  valuers make the
following remark : —
"Having regard to the substantial

increase in the yield on our investments,
there would have been justification for
using a slightly higher rate of interest in the
valuation. However, this course is not
considered advisable on the present
occasion in view of the likely effect on the
national economy of a long drawn Sino-
Indian border conflict."

The previous speaker, Mr. Jaipuria, has
already drawn attention to this remark of th,
valuers and I would like to consider whether it
would be a wise policy on the part of the Life
Insurance Corporation to deprive the
policyholders of their legitimate bonus on the
plea of emergency. In a business like
insurance it is always desirable that we follow
very scientific principles and do not allow any
considerations, which may even be of a
temporary nature, in order to determine the
basis of valuation, and 1 would submit that the
emergency should not be used for the purpose
of distorting the patterns of valuation, proper
patterns should be followed. There are many
other ways of mopping up the savings of the
community and for inducing savings in the
community an unscientific basis for valuation
should not be one of the methods for the

purpose.

Coming now to the question of
investments, many previous speakers have
already dealt with this problem. The matter
was discussed at length when the Government
some two years back, I think, approached
Parliament with a policy statement, an invest-
ment policy to be followed by the Life
Insurance Corporation. At that time two
aspects were emphasized in that policy
statement. One was the yield on investments
and the other was th, public purpose. It
aecems, while determining the actual invest-
ment policy from period to period, the Life
k*rance Corporation is
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emphasising more on the yield than on the
public utility which is also one of the
considerations which have been mentioned in
that policy statement. Now we find strange
cases of the Life Insurance Corporation
entering the market for bulk purchases at
prices lower even than the minimum prices
fixed by the stock exchanges. This may be a
good policy from the point of view of the
yield on investments, but it is doubtful
whether it was justifiable in view of a well de-
fined policy on the part of the Government to
see that no undue panic was created and that
undue distortions in the share prices did not
take place. Similarly, th. Life Insurance
Corporation is now entering into the business
of underwriting. This again raises certain
issues which need to be clarified. I do not
wish to go into these issues at the present
moment because of the limited time at my
disposal, but I would submit that if the Life
Insurance Corporation ultimately decides to
stay in this business of underwriting, it should
see to it that where substantial investments are
made by the Corporation, the Corporation has
some say in the determination of the policy of
the company in which it makes its investments
also. The Indian Industrial Finance
Corporation and other credit organisations,
when they invest in bulk in the shares of a
particular company, do take the precaution of
insisting that they would nominate their own
directors on the board of management so that
it may be possible for these credit institutions
to keep a watch on the affairs of the company
and also to influence the policy to be followed
by the company. I see no reason why the Life
Insurance Corporation also should not insist
on such an arrangement, especially when bulk
purchases are made and when the business of
Underwriting i resorted to.

Then, Mr. Vice-Chairman, there is the
question of the labour relations. As far as
labour relations are concerned, I know that
negotiations are
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still going on between the Corporation and its
employees and therefore I do not wish to say
anything much on this point. I would however
like to emphasise one point, that as far as the
employees of the Life Insurance Corporation
are concerned, they are, in a way, much more
a part of the Corporation than even the
employees of the normal industrial concerns
so far as their part there is concerned, because
the entire business of the Corporation is
dependent upon these employees, their
initiative, their enthusiasm, their tact and skill
and their desire to write more and more
business " for the Corporation, and therefore
all the relations between the employees and
the Corporation should be of a very happy
nature so that it may be possible for these em-
ployees to enthusiastically participate in the
work of the Corporation, which might not only
help the Corporation in getting more and more
business but might also help the community in
cultivating the habit of savings and putting
them in insurance of this type.

Lastly, Mr. Vice-Chairman, I would like to
raise one further point regarding investments
as far as the Corporations which are in the
public sector are concerned. Not only the
funds of the Life  Insurance  Corporation,
but there are so many other funds which are
now coming under  the management of the
Government either directly or indirectly; the
provident funds, the new War Risks Insurance
funds, the L.IC. funds and so many other
funds are now at the disposal of the
Government in one form or another for
investment. It is therefore desirable  that
the Government might appoint some sort
of committee, or open a cell or set up an
organisation to determine from time to time
the investment policy of all the various
institutions regarding their funds, if need
be in  consultation  with the Planning
Commission, so that a planned development
of our economy is furthered as a result of
such an expert study from time to time and the
implementation of the recommendations
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of these experts in the field of investment.
This might result in , "y healthy growth of
our economy on sound lines,""wherein the
question of the return on investments as well
as the social objectives which the country has
in mind are both properly served and a
healthy balance is kept between these various
objectives.

Sir, I thank you.

SHRI VIJAY SINGH  (Rajasthan): Mr. Vice-
Chairman, Sir, we welcome this opportunity to
discuss the affairs of the Life Insurance
Corporation. As has been pointed out by some

of the speakers here, Life Insurance
Corporation is our second biggest
industry welfare-oriented. ~ Nationalization

has proved a great success. But we must pay
attention towards the fact that the
administration is proper and there is proper
vigilance kept. In our zeal I have noticed that
we go in for mass insurance. It is good that
our people should be made life insurance-
minded. But we must bear in mind the fact
that some of the poor people whom we
approach for life insurance, because of our
persuasion, get their life insured for once, but
they cannot keep up after that, with the result
that the policies lapse. I come from Rajasthan
where this drive of life insurance was launched
a few years ago. Thousands of people got
their lives insured and I dare say, Sir,—this
is my personal experience— that many of the
people who  got themselves insured were not
able to give the subsequent instalments with
the result tha” their policies lapsed. The
persons, of course, the officers who
launched this drive, as a result of their
enthusiasm, got laurels for themselves and
they must have been promoted. But we have
to bear in mind the illiterate population,
their financial resources or otherwise. So in
our drive for life insurance and in order to
make them life insurance-minded, we must
bear this fact in mind.

There is another point to which I want to
draw the Government's attention. So far as
the funds of the
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Corporation are concerned, they are made
available for small-scale and medium-scale
industries. It is better that they are invested in
Government securities. But so far as big
business is concerned, certainly they have got
other resources to fall back upon. This money
which is coming from the poor people, from
the lower strata of the society, from middle
classes and others, should certainly not be
used for big business. They have got other
resources. They have got many other ways to
find money. In this point that has been made
by my friend, Shri Bhupesh Gupta, I
certainly support him.

With these few words I take my seat.

Surr K. V. RAGHUNATHA REDDY
(Andhra Pradesh) Mr. Vice-Chairman, Sir, the
various companies under the Life Insurance
Corporation have been very rightly
nationalised for very valid reasons. Keeping
the purpose for which the various companies
have been nationalised in mind, if we look
into the activities of the Life Insurance
Corporation which has come into existence, to
a large extent it must be said that it has done a
good job.

Sir, it would be my duty to point out that in
certain cases the rigour of law has been used
to an absurd extent where certain, legitimate
persons, who ought to have got the benefit of
insurance, have been denied. I know, Sir, that
life insurance policies are taken as a measure
of security against the insecurity of tomorrow.
In such cases even when poor people go to the
Life Insurance Corporation for the purpose of
securing themselves against the uncertainty of
tomorrow, if the rigour of law, especially
under the rigorous law of Limitation, is to be
pleaded by a public corporation like the Life
Insurance Corporation, it works hardship to
them. According to the facts of a case which
came up before the Madras High Court, the
Life Insurance
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Corporation was responsible for prolonging
the case with prolonged cor-erspondence
during which time the period of limitation
expired and the poor widow who has to feed
her children and was depending upon the
insurance premiums which had been naid by
her husband, was denied the benefit by the
courts on the plea of limitation. This is
something which the Ministry must look into.
They should take proper action against this
plea. The Corporation delayed the case in
clarifying and did not pay. The Ministry
should advis, the Corporation to take a liberal
view of the matter and see that money is paid
to the poor widow without raising any more
pleas of limitation or legal objections about
this matter.

Sir, while they were very rigorous in
applying the law in one case, it is rather
ironical that the Life Insurance Corporation
has not been so rigorous in applying the
process of law in recovering the moneys which
are due to them. Mr. Vice-Chairman, in deal-
ing with the concept of Corporation, as it
arises in relation to the various Corporations,
not only the Life Insurance Corporation but
various other Corporations, this legal concept
of Corporation is a pure fiction of law. This
fiction of law had been borrowed both from
capitalist relations and Company Law
Administration and introduced into the system
of law for the purpose of private property rela-
tions. And once the nationalisation concept is
sought to be adopted, it is a matter to be
debated whether all these institutions, which
come under the scheme of nationalisation,
should be instituted under the fiction of law as
Corporations, or whether they should be
brought under the Government completely as
the Railways have been brought under.

Mr. Vice-Chairman. th, Corporations under
law are not completely Government-
controlled and they are liable to income-tax
under the Income-tax Act. The Road
Transport Corporation and various other Cor-
porations are liable to income-tax as
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any other private Corporation. Hence it
becomes a legal personality by way of legal
fiction and a veil is put on them. Sometimes
when a Minister finds himself in an
inconvenient, position, he might say that it is
an autonomous body and he does not have
sufficient information before him and,
therefore, he is not in a position to answer. If,
is not for the purpose of answering questions
that I am raising this question. But in the
context of economic planning in this country,
it is time to think whether the existing type of
corporations should be allowed or whether a
different type of institution, entirely
Government-controlled, should be brought
into existence and the law be amended to that
effect. This is a matter which will have to be
considered by the Planning Commission as
well as the Finance Department.

Then, Sir, I quite agree that the premiums
that are being charged are rather on the higher
side. It would perhaps be better if the Life
Insurance Corporation would review the
entire situation and see whether the rate of
premiums cannot be brought down.

Next, Sir, in the case of housing schemes |
should like to know whether the Life
Insurance Corporation would not consider it
wiser to construct buildings and issue policies
against them. The life policies should be
convertible into house policies. So, if a person
dies before the entire premium is paid, at least
the family will have the house. Now, what
happens? Suppose a person who has taken a
life insurance policy dies suddenly and if he
has been paying his premiums regularly,
survivors will get the benefit of the entire
amount of money for which he is insured. In
the sam, way if a house is constructed and a
price is fixed for it and a life insurance policy
is issued in relation to the house, at least the
children of the policy-holder who dies sud-
denly will have the benefit of the house where
they can take shelter. Next I come to the
question of compulsory savings raised by my
friend
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Shri Jaipuria. I quite agree with him that it
would be optimistic to think that compulsory
savings as well as the life insurance policy can
go hand in hand undisturbed. If a person who
is getting Rs. 1,500 or Rs. 2,000 as annual
income, is to pay for both the compulsory
savings as well as the LIC policy, I wonder
what else will be left for him. I would,
therefore, like the Government to consider an
exemption limit under the Compulsory Saving
Scheme and convert it into a compulsory life
insurance scheme for those persons who get
below Rs. 2,000 or Rs. 1,500 as income per
annum. As far as the higher income groups are
concerned, there need not be any exemption
but for the low income groups who get below
Rs. 2,000 as annual income, the compulsory
savings may be exempted under law and a
compulsory insurance scheme may be
provided for those persons so that they would
be induced to save and also invest their money
in the form of life insurance so that on a rainy
day, when a person dies, his family will not
only get the benefit of interest but also the
benefit of life insurance policy. On the
contrary if it is only a case of compulsory
savings, a person would get a very low interest
and only the money which he had paid would
be returned to his family. While on the one
hand he may be reluctant to pay towards
compulsory savings, on the other, he may not
be able to have adequate, income with which
h, will be able to pay all the taxes. In the case
of life insurance, if once you give an
exemption and make it compulsory that he
should insure himself, then he will have
proper inducement to go and earn money and
also insure himself without the burden of
compulsory savings. This way, the problem of
compulsory savings can be solved by inducing
the person concerned to save voluntarily and
also make him take an insurance policy. So
both the schemes may be harmonised together
so that a man who gets Rs. 2,000 or Rs. 1,500
per annum may have the benefit Of both these
schemes put together.
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T F AW WEET a1 WArE
WT § WY 9IS W 0T A= 4G
W@ WM a1 awa gah fwoar 9w,
aw gl f& we @ v avar afsq g
™ g AW garY, a1Emi v ¥
FIFET ZT |
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ferd o 9 & @ aany g ifed )
AT FUgH ORI wHET L
TH oz g feoww @i o@n F faw
. aw fear wn &, aw ww

fra i &y wiw gangs 3
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fot i & FvaTe T qFAreT T 8,
AT AT SWIEr @R Wil wie
WeF K| ATeE 4% ) W TEE 6 OAA
o fwar &, § SR FYa@r g, W9
THET WL WAA AT | AH LEH UF
T 2 f W AT awETa #1 W
Fy Fiferm @7, afvm, Wi we A
TAF! A &7 AIHE 3 qE )

SHRI B. R. BHAGAT: Mr. Vice-Chairman, Sir,
before I take up the other points that have been
raised, [ should like to dispel one
misapprehension that was raised, yesterday and
very gallantly followed up today by an hon.
Member. As I have pointed out, Sir, so far as the
Government is concerned, or as far as the Life
Insurance Corporation is concerned, they have
nothing to hide. Only sometimes, in their
impatience to get facts or information, hon. Mem-
bers do not appreciate the practical difficulties of
getting at the facts immediately or in the time that
is at the disposal of Government. As I have said if
I had known that some hon. Members were
interested in this particular case, I would certainly
have tried to get the facts and I would have placed
them before the House. Now, I have tried to
gather some facts, partly from the officers of the
L.I.C. who came here for discussion and partly on
telephone and I would like to place the facts about
this matter before the House.

Shri Ramrathan Gupta was Chairman of the
Unit: Empire of India as well as of the Discount
Bank of India Ltd. The Ilatter went into
liquidation. As required by the Superintendent of
Insurance, he had given an indemnity dated 9th
March, 1949 to the Unit in respect of the various
sums of money deposited by the Unit with the
said bank in the current account and fixed deposit
account. As he failed to carry out the terms of the
indemnity, the Unit filed a suit against him for
recovery of Rs. 17,56,227-94 nR, that
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[Shri B. R. Bhagat.] is to say, principal Rs.
14,17,188-25nP. plus interest Rs. 3,39,039'
69nP. with further interest thereon at 4 per
cent, from 1st July, 1955, and obtained a
decree on 7th  March, 1960, for Rs.
17,13,732:74nP.  The  Defendant  Shri
Ramrathan Gupta preferred an appeal in 1960
against the judgement and decree passed in the
suit. In January, 1961, he requested the
Corporation not to proceed with the execution
of the decree, since the appeal had already
been filed. The Corporation informed Shri
Gupta that unless he obtained a bank
guarantee for the entire decretal amount or in
the alternative deposited with the Corporation
cash or government securities of the like
amount, it would not be possible to postpone
execution of the decree. Shri Gupta failed to
comply with these requirements of the
Corporation. The Corporation thereafter made
an application to the Bombay High Court and
the docree was got transmitted to the court of
the District Judge, Kanpur, on or about 14th
April, 1961, for taking execution proceedings.
The application for execution was filed in the
court of the District Judge, Kanpur on 27
September, 1961. The court appointed Shri G.
S. Nigam, Advocate, Kanpur, Commissioner
for attaching the 24 properties of Shri
Ramrathan Gupta and also serving upon the
judgement debtor an order prohibiting him
from alienating or creating any incumbrance
on the properties in question. The
Commissioner has attached the 24 properties
of the judgement debtor and submitted his
reoprt to this effect in the court on 13-10-61.

Later on the court was moved for auction
sale of three properties of the judgement
debtor. Despite several attempts made by the
court, notices issued by the court on the
judgement debtor could not be served. At last
an application was made by the Zonal
Manager to the court for substituted service by
publication of a notice in a newspaper. This
was done and the service of notice upon the
judgement debtor has been considered
sufficient
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by the court and the Zonal Manager, Kanpur,
was directed to deposit in the court the
expenses of auction on 24 October, 1962. Out
of 24 properties, 3 properties are being
brought for sale. The date of sale is fixed as
the 30th April, 1963. These three properties
which are to be auctioned are valued at Rs. 7-
76 lakhs. Depending upon the success of this
auction, other properties will be sold by
auction over a period.

These are the facts about this matter as I
have gathered them. I think the House will
appreciate that the Life Insurance Corporation
has not delayed the matter, but they have been
very actively pursuing the matter lor realising
the amount and whatever delay had taken
place was due. to the procedures involved in
these matters. I can assure the House that the
LIC. will do everything to realise this
amount that is due to it.

Mr. Vice-Chairman, the hon, mover of this
motion raised a point about the small bonus
that has been paid. He was, however, good
enough to say that on the whole the
Corporation had progressed, that the expense
ratio had gone down, that the number of
policies taken and the sums assured have gone
up and that there has been an all-round
improvement in the working of the
Corporation. And yef he asked, why the
bonus declared has been so small. Well, if the
hon. Member had referred to the actuarial
considerations that come in working out these
valuations, he would have appreciated that in
these matters a conservative view is taken.
This is the standard practice all over the
world. The basis of valuation can be either
liberal or conservative and here it has been
done on a conservative basis. That is the
standard practice. However, in our country
particularly, there were other factors which
prevented us from tak-ing a liberal view of the
valuation, There was the national emergency,
then there was the impending settlement with
the staff on the question of emoluments and
then the fall in the values of investments as a
result of
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the fall in the share prices. So the actuaries
thought it prudent to conserve the resources
and to employ the same basis for maturity,
rate of interest and provision for future
expenses as was used in the previous
valuation. That is the reason why the bonus
declared has been on a conservative basis but
even so, they have taken the rate of interest on
the investment as 2-7/5 per cent, whereas I am
told in England it is round about 2 per cent.
Apart from taking cautious and conservative
view about these matters, other matters also
come in the way of declaring a bigger bonus.

The hon. Member said something about
doubtful assets and he quoted figures
elaborately. He perhaps forgot the fact that all
these doubtful assets arose out of the
investments made by the old companies. They
are not the creations of the LTC. The House is
aware that other considerations prevailed with
the previous companies in respect of giving
advances or making investments. These are
be, ing carefully scrutinised and a very careful
watch is also being kept. In the future, they
are bound to come down.

The hon. Member made a point about the
Development Officers and also in regard to
employer-employee relations. There can be no
two opinions about the matter that the
relations between the employees and the Cor-
poration should be happy, friendly and based
on trust and understanding. This is an
accepted basis of any employment, more
particularly in a public sector enterprise as the
LIC and it is the effort of the Corporation to
see that every section is reasonably satisfied
and steps to improve the terms and conditions
of employment are always kept in mind. So
far as the Development Officers are
concerned, the Corporation at present is
having discussions with the representatives of
the Federation. In respect of the other
category of employees, they have arrived at
certain understandings End they have been
given effect to, Their
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emoluments and the other conditions of work
have improved. In this respect also, we hope
that happy results will follow as a result of the
discussions. It is the effort of the. Corporation
to improve relations., Relations are good and
we want to make them better and better
because a spirit of co-operation should be
there and proper incentives should be given so
that the objective of the Life Insurance
Corporation, to play a useful role in our
national life, is realised.

Mention was made about the housing,
schemes, I think Mr. Reddy raised this point,
and the House is aware that the LIC is giving
assistance for the promotion and development
of housing schemes. There are various
schemes. The LIC helps the co-operatives and
gives assistance to the various State
Governments for their schemes and helps in
the Low Income Group Housing Schemes.
Help is given even to policy-holders.
Previously only five big cities were included
but the LIC has now drawn up a scheme
under which such assistance will be given to a
larger number of people and i, the new list
that has been drawn up, fifty-five cities have
been included.

SHrRI BHUPESH GUPTA: But the interest
charged is very high.

SHRI B. R. BHAGAT: It is expected that
this will come into operation very soon. As a
result of the emergency, the demand for
cement and steel is likely to go up and is
likely to be diverted for Defence purposes. At
present, therefore, they are having second
thoughts about fitting in this scheme now in
view of the Defence and other priority
requirements. The scheme is ready and once
Government comes to a conclusion, this
scheme can be put into opreration.

Suri BHUPESH GUPTA: But for the
emergency, it has already been provided in
the General Budget,
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SHrr K. V. RAGHUNATHA REDDY:
The point I raised was this: When a person
insures his life, if he dies before he pays the
entire amount, his survivors get the benefit,
or if he lives, he pays the entire amount and
gets the benefit at the maturity of the policy.
What I want to know is whether the LIC
would consider it advisable to give a policy
on the life of a man connecting it with the
housing policies so that, if a man dies,
instead of money his family gets the house.
If he is so fortunate as to outlive the period
stipulated in the policy, then at the end of the
period he gets the house.
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SHKI B. R. BHAGAT: There is no such
scheme at present but I will pass on this
suggestion to the LIC to give due
consideration to it.

Suri BHUPESH GUPTA: Why is the
hon. Minister confusing? Defence has been
provided for in the General Budget and it is
the task of the Consolidated Fund of India to
look after this. Do I understand that the LIC
is contemplating the diversion of its funds as
loan or some, such thing to the Government?
If not, this scheme can go on.

SHRI B. R. BHAGAT: I said that the LIC
has got the scheme ready and it will give
loans against housing projects, buildings,
etc., in various towns. A number of towns
have been approved; it was only five before
and now this number has been increased to
fifty-five. Before the scheme could be
brought into operation, the emergency came
and it is being considered here, not by the
LIC—they are ready with the scheme—
whether we should allow it to come into
operation, not because of lack of funds but
because there will be, as a result of this
policy, increased construction activity of pri-
vate houses and the demand for steel and
cement will increase. This will perhaps come
in the way of Defence efforts—the
competing demands—and the point is
whether it should be done
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at present or not. This is under consideration.
There is ,0 question of diversion of the funds.

SHrR1 BHUPESH GUPTA: Your interest
rate is too high.

THE VICE-CHAIRMAN (SHRI M. P.
BHARGAVA): The interest on housing loans is
too high.

SHRI B. R. BHAGAT: It is not too high as
compared to the other things.

THE VICE-CHAIRMAN (SHRI
BHARGAVA) : That is his opinion.

M. P.

SHRI B. R. BHAGAT: It is about 7 per cent.
It is not high. Even the banks are also costly.

SHri  BHUPESH GUPTA: You want
security again, land has to be shown. If people
can produce all these, then they can a; well
produce a house too, land, security,
everything.

SHRI B. R. BHAGAT: Mr. Dave said that the
premium rate should be lowered because there
has been a favourable mortality rate,
expectancy of life has increased, etc., but he
forgets that the rate of premium does not
depend only upon the mortality rate. There are
other factors; this is only one of the factors.
Interest rates which are going up and the
expense ratio are the other factors. We have
been able to bring down the expense ratio to
twelve point something per cent., but unless
that is stabilised at a lower level, it will not be
prudent or desirable to reduce the pre-5 p.M.
mium rate today. Then it was said that the Life
Insurance Corporation should work with
greater efficiency and in that direction a
suggestion was made by the hon. Shri Jaipuria
that more than one Corporation should be set
up. He said that it was a big highly centralised
institution covering the whole country and
therefore it tended to be less efficient and if it
was split up into more than one Corporation,
they will be more compact and will be more
efficient. This question has been
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raised several times. The Estimates

Committee also raised it. This was raised
even at the time when the life insurance
companies were nationalised and this has
been very carefully scrutinised, its pros and
cons gone into and we have come to the firm
conclusion that creating more Corporations
and introducing a sort of competition or
rivalry will not lead to increase in efficiency
because it is true that .

SHrRI BHUPESH GUPTA: That is all right.
Accepted.

SHRI B. R. BHAGAT: It was for the
benefit of the hon. Member who raised that
point.

SHRI BHUPESH GUPTA: He is not here.

SHRI B. R. BHAGAT: Then a p|)int was
made by the hon. Mr. Dave who asked why
the Life Insurance Corporation being the
biggest investor, when it makes bulk
purchases, decides to purchase at prices lower
than the minimum prices. Perhaps he refers to
the recent purchases made of various scrips at
Rs. 2 or Rs. 3 below the market price. His
advice is that the Corporation should not do
that. I put before him the other alternative.
Suppose there is a falling market and the
expectations are that the stock exchanges will
go down and then the Life Insurance
Corporation comes in with a big purchase at
the ruling price on a particular day and subse-
quently after three or four days the price goes
down by Rs. 3 or Rs. 4. Then there will be
charges made against the Corporation that it
has deliberately bought shares which were
known to foe likely to go down and that there
has been a considerable loss. Such charges
will be made. I think the Life Insurance
Corporation takes into account not only the
tendency in the market but also the interests
of the policy-holders and the question of
safety of the funds. Even when the Life
Insurance Corporation purchases shares in a
falling market when it purchases at a lower
price, it doe, both the things. Not only it
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comes to the market as a stabiliser but it also
comes there as an investor. If the investments
are sound, even if there is a fall of a rupee or
two, there is a tendency for the market to be
stabilised at that; otherwise it might have
gone down further. So I think there is no harm
in that and there is no point of principle in
that. It is a question of purely pragmatic
operations in which the interests of the policy-
holders are kept in mind as also the investor's
point of view. There is no question of
principle or social policy involved in it.

SHrRI BHUPESH GUPTA: Essentially the
interests of the capitalist class.

SHRI B. R. BHAGAT: The hon. Member
said that the Life Insurance Corporation
should come in a big way for the Plan and the
country. That is precisely the reason why the
life insurance companies were nationalised
and whatever some people may think, I think
there is this realisation in the whole country
that the step that Parliament and the
Government took in nationalising life
insurance has served very well. Not only the
number of policies has gone up but it is the
greatest institution of savings. The bulk of its
funds is invested in Government securities
which go for the Plan and for development.
Even in the private sector the money that is
being invested according to the investment
policy approved by Parliament goes to
develop those industries which are approved
under the licensing policy of the Plan. A point
was raised by the hon. Member that the
Corporation should not go in for big industries
but should go in for only medium or small
industries in backward areas where capital is
scarce. That point is also borne in mind. Not
only they look to the regional considerations
but they also take into account various other
aspects like the priority which is given under
the industrial policy, etc. It is a fact that
oftentimes it has to look to the feasibility of
the industry, whether it will be able to pay
back, whether it will be able to run, in fact
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[Shri B. R. Bhagat] the whole economics of
that industry. Taking all these things into account
it helps big industries, also medium industries
and also industries in all parts of the country.
That is the policy. I say in future more and more
industries will be coming up in those areas where
there is none now because such areas are coming
up now and the funds of the Life Insurance
Corporation will flow there also. With these
words, I would conclude.
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THE VICE-CHAIRMAN M. P.

BHARGAVA): Mr.

(SHRI

, anything to say in
reply?

=it farmgwr aw @ [y
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AET 4% Feque fotE # & 51 9w
faar g {3e & wrem | 9106 29 9w

"The net rate of interest earned was 3 55 per
cent during the year 1960 and 4-68 per cent
during the year 1961. The apparent rise in the
net rate of interest in the year 1961 is
attributable to the fact that while the rate of
interest for 1960 was depressed by non-receipt
of considerable amount by way of refund of
tax, that for 1961 was pushed up as the tax

refunds accounted for in that year comprise
refunds in respect of more than one year."
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« BHARGAVA). The Hi tands adjourned till 11
F\Wmﬁ: T & 7 R e & foaw AM. tomorr)ow. ouse stands adjourned
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The House adjourned at ten
| . minutes past five of the clock
till eleven of the clock on
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