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Now, Sir, what is the strata of the people 
that you have covered by these co-operative 
societies? Is it the strata which do not have 
their own Internal resources and which require 
pooling of their resources and some amount of 
governmental help? Is it these strata which 
have been brought within this co-operative 
movement, or is it the strata which have got 
their own means, their own resources, 
resources by which they can improve the 
agricultural production? It is these strata which 
are slowly brought under these co-operative 
societies. From my experience of being in the 
co-operative movement, I feel that the upper 
and the richer peasantry is in a greater 
proportion than actually the weaker section of 
the rural population. It has been agreed to by 
Mr. Jayaprafcash Narayan in his report on the 
weaker section of the society. There also it is 
stated that a large percentage of the weaker 
section of the society, which constitutes the 
greater part of the rural population, has not yet 
been covered by the co-operative movement 
The very people, to whom the co-operative 
movement is necessary for bettering their lives, 
for increasing the agricultural production, have 
been left out of the co-operative movement. 
This has been admitted in the annual report for 
the year 1961-62, where on age 31 it is state: 
— 

"There has also been a tendency in the 
past for the benefits of the co-operative 
"movement to gravitate towards the bigger 
farmers. This has been sought to be 
corrected by amending the law suitably in 
order to provide rights of appeal against 
refusal to admit a person as a member of a 
co-operative". 

It is good that it is written in the book, but 
how far has this directive been implemented 
in the villages? How far have the co-operative 
societies brought it into force and how far 
have the weaker sections of the people been 
able to enter the co-operative movement?   
That is the ques- 

tion. Now, when we take into account the 
qualitative improvement, compared to the 
growth of all societies, it is true that the credit 
societies have increased in number and itt 
their  membership  as  well. 

THE VICE-CHAIRMAN (SHRI M. 
GOVINDA REDDY) : Dr. Subba Rao, you have 
to stop here. We have to take up the other 
motion now. You may  continue  on  the  next  
day. 
3 P. M. 
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THE VICE-CHAIRMAN (SHRI M. 

GOVINDA REDDY):  Your time   is up. 

SHRI DAHYABHAI V. PATEL (Gujarat) : 
The Deputy Chairman was considering giving 
us more time as there are more speakers, and 
this subject re. quires more time. So I hope 
you will please extend the time. 

THE VICE-CHAIRMAN (SHRI M. 
GOVINDA REDDY) : But the mover has already 
taken twenty minutes. 

THE DEPUTY MINISTER OP FINANCE 
(SHRI B. R. BHAGAT) :    Is   the 

time of the debate going to be extended then, 
Sir? Two hours is the time allotted. 

SHRI DAHYABHAI V. PATEL: Tfe have 
made representation to the Chairman that we 
should get more time, because the subject 
requires more time. 

THE VICE-CHAIRMAN (SHRI M. 
GOVINDA REDDY): The Deputy Chairman will 
be coming shortly and »he will be considering 
this. 

SHRI V. M. CHORDIA: I shall finish 
within two minutes, Sir. 

THE VICE-CHAIRMAN (SHRI M. 
GOVINDA REDDY) : All right. 
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THE VICE-CHAIRMAN (SHRI M. 
GOVINDA REDDY): That will do Mr. 
Chordia. 
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THE VICE-CHAIRMAN (SHRI M. 
GOVINDA REDDY) : Your time is up, Shri 
Bhargava. You have taken fifteen 
minutes. 

SHRI P. A, SOLOMON (Kerala): Mr. 
VTce-Chairman, I am very glad to say 
that the effort of the Life Insurance 
Corporation is commendable though  
there rnay  l»t  »ome  setbacks 
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[Shri P. A. Solomon.] 
and there may be some irregular activities 
and so on. Sir, for the last four years it 
shows very good improvement in the life 
insurance •business all over the country 
especially from 1956 to 1960. As for the 
number of policies issued, the figure has 
increased from 5,49,401 to 12,49,821 
which is a remarkable advancement. But I 
should say that the advancement is not 
regular and dees not keep pace with the 
requirement of the country. After the 
nationalisation of this life insurance 
business, the people have more 
enthusiasm to join the movement and 
there has been a good chance to spread 
this business throughout the country. I do 
not know what is the programme to 
expand the business more and more, 
especially in the villages and small towns. 
I would like to point out certain 
drawbacks also. If we go through the 
figures from 1958 onwards, the progress 
is not so rapid as in the previous years. In 
1958 there were 9,49,771 new policies, in 
1959 there were 11 lakhs but in 1960 
there were only 12 lakhs. The same is the 
position regarding lapses. The 'figures 
from 1958 to 1960 show that in 1958 it 
was 5-l per cent, in 1^ it was 6.0 per cent, 
and in 1960 it v*as fl-6 per cent. So it is 
increasing slightly. I think the activities 
of the L.I.C. can be corrected in this 
direction as early as possible because this 
is not a good record. Anyhow the 
activities can be expanded further in our 
country especially among the villages. 

Regarding the benefits of this scheme, 
I would say that the mortgage loans 
granted by the Corporation are limited to 
certain big cities. During the years under 
report, the Corporation commenced 
grants of loans on first mortgage on 
immovable property situated in the cities 
of Bombay, Calcutta, Delhi and Hydera-
bad, including Secunderabad, the 
minimum amount of loans to the 
borrower being Rs. 25,000 and the 
maximum being Ra. 5 lakhs. In 19?1 the 
Corporation extended the scheme 

for granting loans on mortgage at 
properties to the cities of Ahmedabad, 
Bangalore and Kanpur. So it is really 
confined to only a few cities. I suggest 
that this scheme should be extended all 
over the country, especially in the village 
parts. The people in the big cities can get 
such facilities not only from the 
Insurance Corporation but also from 
other sources but if these facilities can be 
extended to the villages and small towns, 
it would be more beneficial and it would 
be able to attract more people to join and 
take new policies. Regarding the 
financing of housing schemes, it should 
also be extended, to the villages and 
small towns. 

Anyhow the progress of this Cor-
poration seems to indicate to me that it ia 
time to think of nationalising other 
insurance business, especially the general 
insurance including marine, machinery, 
etc., because the Indian Insurance Year 
Book 1960 shows that the* general 
insurance is mainly being done by 
foreigners. Not only that but every year 
the Indian business comes to a bad 
position. If you go through the figures, in 
1959 the number of Indian concerns were 
90 but in 1960 it was reduced to 88. So 
also in the other business. There is a 
predominance of the general business in 
the hands of foreigners and some 
monopolists in India. They are making 
huge profits, crores of rupees, every year 
in this business. So it must be 
nationalised. The financial facilities of 
this general insurance business can be 
utilised for the purpose of our 
development, specially our Plan efforts. 
This is the time to take over immediately 
the entire insurance so that the people can 
have enthusiasm over this matter and the 
entire financial resources can be utilised 
for the purpose of our developmental 
activities. 

Regarding life insurance, I would say 
that it must be organised on the basis of a 
'people's' movement. Now it is only a 
business activity of a department of the 
Government. The enthusiasm of the 
people can be roused only by  the  co-
operation     of 
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the  masses of the people.       So the 
organisational structure of the L.I.C. must be 
changed.    Now  there     are certain    zonal   
offices.   Only 3 or    4 zonal offices are 
functioning now and there are of course     
certain    small branches   and   divisional  
offices     are also being increased.    But the    
concentration of  the  organisation is entirely 
dependent on the zonal offices. I suggest that 
the zonal offices should be  expanded  on  the  
basis     of     the various States and the present 
set-up of  Southern,  Western     or     Eastern 
zonal offices should be      done    away and 
State offices must be started. If   we  make      
such     (organisational changes,  that may 
attract the people and  enthuse the officers.    
The State Governments   also   can   take   part   
in the movement.    Now I do not think any 
State Government takes any interest to expand    
this    business because now they are more or 
less in the position of onlookers and so they are 
not taking any steps.    The entire energy and 
efforts of the State Governments should be 
utilised to popularise this movement among the 
people, otherwise really the people cannot 
   take  part in  it.    So also     mass organisation 
should take some interest in this regard because 
after nationalisation opposition comes from 
certain sectors of the people.    So there must be 
a campaign  or a    movement    to popularise  
thia     insurance     business among all the 
people.   By that method we can organise a 
socialistic way of approach  in  this  regard  and  
it  will help the economy of the  country to 
build up the  society on a socialistic footing.    
That is why  I have made these    suggestions.   
With   these   few remarks  I conclude.    I 
welcome this opportunity  provided  to us by     
the mover  of  this  motion  for  discussing this 
very important subject.      Thank you. 

SHRI M. S. GURUPADA SWAMY 
(Mysore): Sir, I wish to utilise the few 
moments now at my disposal to discuss some 
of the vital problems facing this  great  
organisation. 

[THE DEPUTY CHAIRMAN in the Chair] 
Madam, you are aware that  when this life 
business was nationalised in' the year 1956, 
great expectations and great  hopes  were  
entertained by all Members  of  Parliament.       
In     the Statement   of  Objects  and     Reasons 
relating to that measure, the Finance Minister 
stated  that     nationalisation was necessary and 
even imperative to achieve the broad objectives   
of   increasing  insurance  business,   to  take it 
to larger areas, including the rural areas, and to 
give greater returns to policy-holders.   We have 
to see after these few years of the working of 
this organisation, how far we have achieved 
these great objectives.   In   the past also, as we 
may remember, many criticisms have been   
made in regard to the  working   of     this     
organisation.    Even the Estimates Committee 
has gone into this question and examined in 
detail the various aspects of the working of this 
organisation. That Committee  has   made   
certain  recommendations.    Those   
recommendations are very important and I will 
advert to them shortly.   Before I deal with 
them, I wish to m 
 ake one point clear. In 3pite of the various 
criticisms and in spite of the various comments 
made in the House, in the Press  and also 
through    various    organisations,    the 
working of this   organisation has   not been 
improved very much.    The Report which we 
are discussing today relates to the year 1960.    
Obviously   it is  a  very  old   document  and  a   
discussion of this Report at this hour, perhaps,  
is too late.    Nevertheless, a discussion is 
important if we keep in view  some  of  the 
fundamental problems  that  are  facing  this  
organisation.    This Report was submitted    in 
November 1961,  that is to say, some nine 
months  after the period  of the working   of  
this   organisation.     I   do not know why there 
should be    such inordinate   delay   in   
submitting     reports. 

SHRI      DAHYABHAI    V.    PATEL: 
There is the Companies Act. 

SHRI M.  S.  GURUPADA  SWAMY: 
Anyway, it does not do credit to this 
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[Shri M. S. Gurupada Swamy.] 
organisation.   If they take such a long 
time  to produce a report—nine     or 
eight months—that does not redound to 
the credit of this organisation. 

This Report, Madam, deals with various 
aspects. I must say, however, that its 
whole reading looks to me very insipid. It 
does not bring out many things which 
ought to be properly brought out in a 
report of this kind. And while reading this 
Report I was not able to make out the 
working of this organisation and to get a 
proper understanding of it. For that 
purpose, I have to depend upon other 
reports and other opinions expressed by 
various organisations in this country and 
thereby I have to gather information. That 
is why I have to suggest that the Report 
should be more comprehensive, give us 
all the data and it should not cover up 
failures or omissions or any errors in the 
working of the organisation. I wish the 
organisation to give more attention to this 
aspect of the question. The Report should 
be quite pointed, and it should bring out 
elearly the actual state of affairs  of the 
organisation. 

I said I would refer to some of the 
important problems confronting this 
organisation. The most important among 
them, in my opinion, is the organisational 
set-up. You remember, when this matter 
came up for discussion in both Houses of 
Parliament at the time of the nationalisa-
tion of this life business, suggestions 
were made by certain Msmbers. I was 
participating in the other House in the 
debate then and I suggested that one 
corporation would be insufficient to carry 
out this huge task and that therefore, it 
would be better and desirable to have 
more than one organisation, to have more 
than one corporation. I suggested this and 
a good many Members of my Party made 
this suggestion because they thought that 
there should be some sort of comparative 
standards to mea-ture   the   efficiency   
and  performance 

of this organisation. Without such 
comparative standards to measure the 
efficiency and the work of this orga-
nisation it would be difficult to judge 
either the efficiency of the organisation or 
the improvement or progress made by the 
organisation. Therefore, we suggested that 
there should be more than one 
corporation, perhaps there should be 3 or 
4. Now, after the experience gained, the 
Estimates Committee has come to this 
conclusion that this is a huge monolithic 
organisation whose task has been in-
creasing all the time and that it baa not 
been possible for this organisation to fulfil 
all the expectations and all the tasks and 
all the requirements that are expected to 
be fulfilled by this organisation. And so, 
the Estimates Committee has suggested * 
radical change, a revolutionary departure 
with regard to the organisational set-up. 
They have advisedly pointed out two 
alternatives. The first alternative is to set 
up more than one corporation so that there 
may be division of work and division of 
areas. There may also be healthy 
competition between the corporations so 
that the country and the people may know 
which corporation is doing better and 
which is not doing better. The other 
alternative they have suggested is that 
there should be one organisation with a 
federal structure with semi-zonal units 
functioning. Therefore, I also submit that 
with this monolithic structure, it would be 
difficult for the organisation to carry out 
its functions more efficiently and in a 
direction which is healthy and which is 
progressive. In the first instance, 
therefore, I would suggest that the 
Ministry should immediately take steps to 
see that the whol^ organisational set-up is 
revised and reorganised so that there may 
be better efficiency and better standards 
introduced into the working of this great 
institution. 

The organisation as it is constituted" 
reveals certain inherent defects. Perhaps it 
will be remembered that for the central 
organisation as it is constituted, the main 
office is managed by a large number of 
officials, a large 
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number of highly paid officialj. Perhaps it 
was necessary at the time of the 
nationalisation of life insurance to have 
such a large number of officials 
functioning at headquarters. The 
Estimates Committee has clearly pointed 
out that the staff is very heavy, the pay 
fixed for the various top officials is very 
high and that it Is not necessary. At one 
stage they pointed out that for a particular 
function -which could be discharged quite 
well and efficiently by one individual, 
they were having three people. This 
happened in the accounting department 
and the financing department. This 
bloated staff is responsible for the high 
ratio of expenses. Perhaps the House will 
appreciate if I give the relevant figure. 
Nearly 25 per cent, to 28 per cent, of the 
transactions go to meet these administra-
tive expenses which are not (being 
reduced; on the contrary, they have been 
maintained. So, it is very necessary that 
this huge administrative staff should be 
curtailed as early as possible. 

I would now like to refer to another 
very important question, the question of 
the policy-holders. There is a tall claim 
made by the L.I.C. that the interests of the 
policy-holders have been well looked 
after and that considerable progress has 
been made in this respect but may I point 
out that the claim made by the LIC is not 
correct? If you go through the various 
reports of the LIC dealing with the 
policy-holders, you will find that they are 
the most neglected people. They are the 
people who have not been taken care of at 
any time. We have to remember that the 
policyholders constitute the foundation of 
the LIC; the LIC utilises their funds and 
manages their funds but the policy-
holders do not get any service, Even if 
they get any service, it will be delayed 
service and very little of it. Take the case 
of settlement of claims or loans or 
anything, you will find that nothing has 
been done so far to alleviate the 
sufferings of these people. In the case of 
claims, there has been delay and delay 
and there 

are claims pending lor one year ana more. 
I came across such a case recently in 
which a person had died in the Nilgiris 
and his wife and the relatives of that lady 
approached me with the complaint that 
the claim had not been settled for quite 
some time. I wrote a letter to the 
Chairman of the LIC last month. I got a 
very routine reply saying that the case 
would be considered, action would be 
taken and that I would be intimated In 
due course. In spite of all that, nothing 
has been done so far even now, nine 
months after the death of the individual. 
This is not an isolated case; there are 
many such cases and this is the 
experience of all people. 

In the case of granting of loans also, 
there has been inordinate delay. I do not 
know why there should be so much of 
delay, why they should take so much time 
to sanction a loan. There i3 no delay 
when it comes to the question of granting 
loans to other private firms. Funds are 
available and there are Mundhras and 
Mundhras who will get away with the 
funds of the policy-holders but the 
policy-holders will not get any money. 
That is the tragedy. Now, the LIC has got 
an Investment Committee which invests 
the funds of the LIC in a large number of 
concerns and in the purchase of shares 
and debentures. It is expected normally 
that the funds of the LIC should go to the 
development of new industries or the 
expansion of existing industries in the 
private sector or to help the public 
undertakings. Let us see how this is done. 
If you look at the figures relating to this, 
you will find that the funds are invested 
insofar as the private sector is concerned 
in purchasing shares in the market. That 
does not in any way help the expansion or 
development of any industry or any 
business in the private sector. They just 
purchase shares and that is why people 
like Mundhra are able to get a lot of 
money; otherwise he would never 
ordinarily have got the money. 



 

[Shri M. S. Gurupada Swamy.] 
A new company which is floated or an 
existing company which is expanding 
ought to have got the money. Then again, 
see how this Investment Committee is 
functioning. There is no procedure laid 
down. This Committee consisting of six 
odd people drawn from somewhere, 
somehow or the other, sit and decide the 
various claims of businessmen and they 
distribute the loans a&- they please. I 
want to know why, even after six years of 
existence of this Investment Committee, 
it has not been able to draw up any rules 
of procedure. This is a very amazing 
thing. Moreover, the constitution of the 
Committee is such that some people from 
Bombay and Kanpur, those who are 
associated with some big business, are 
associated with this Investment 
Committee and people from other areas 
are left out. Thus, the Committee has no 
representative character; it does not enjoy 
the confidence of the people and the 
policy pursued by this Investment 
Committee is always not above board. It 
is high time that the whole approach, the 
investment policy and the constitution of 
the Committee is drastically changed. 

There are other important matters of 
which I would like to refer one or two. 
Take, for instance, the fact how the 
meetings of the Board and the meetings 
of the Committees are held. Law does not 
provide any sitting fees. If the Board 
meets, every member gets Rs. 100 per 
meeting and in respect of the other 
committees, the Executive Committee, 
for instance, a member will get Rs. 25 per 
meeting. This kind of arrangement is not 
seen in other Government undertakings. I 
do not know why this discrimination 
should he made. When the explanation 
was called for as to why they were having 
this discrimination, the reply was that the 
number of Board meetings was less and 
that of the Executive Committee was 
more. This is not true. Statistics prove 
that the meetings of the Board and the 
Executive  Committees      are     almost 

equal. When that is the case, why should 
there be this discrimination made 
between payment made to members of 
the Board and to members of the 
Executive Committee on the one hand 
and to members serving in other 
organisations of the Government? I 
would like the hon. Minister to give 
thought to this question and take some 
remedial steps. 

Lastly, I would like to make one 
observation regarding rural insurance. 
Some friends have already made a few 
suggestions but here I want to make one 
critical remark. The LIC in its Report has 
made a claim that 46 per cent of the 
policies come from rural areas. It is an 
utter falsehood; it is not true. What is the 
basis for this figure? I would like the 
Minister and the officials concerned to 
explain how they arrived at this figure. 
This figure is obviously based upon a 
wrong calculation. Areas with less than 
one lakh .of people have been taken into 
consideration and the figures relating to 
these areas have been added up and it is 
thus that they have been able to arrive at 
this figure of 46 per cent. I want them to 
go by the Census figure. What is the 
Census figure in relation to a rural area? 
A rural area, according to the Census, is 
an area which has 5,000 or less than 
5,000 people and the areas with more 
than 5,000 people should not be 
considered as rural areas. What has been 
done by the LIC officials? They have 
taken the figures of those areas Where the 
population is more than 5,000, 50,000, 
60,000 or less than one lakh and they 
have been able to arrive at this high 
figure. I want the officials not to 
camouflage the whole thing by such 
figures. They should have explained how 
this figure was arrived at. I want the hon. 
Minister to explain this, to clarify this. 

About rural insurance I may say some 
efforts have been made for some time 
past. 
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THE DEPUTY CHAIRMAN: Your 
time is over, Mr. Gurupada Swamy. 

SHRI M. S. GURUPADA SWAMY: I 
am finishing. And panchayats, co-
operatives and other organisations in the 
rural areas are expected to participate in 
this. May I suggest that there has been so 
much of publicity made about this in the 
Press but the progress made is so little? I 
would beg of the Minister to concentrate 
more attention on this important question 
and ask the officials of the Life Insurance 
Corporation to do something more about 
insurance in the rural areas. Otherwise 
the very main purpose for which this 
nationalised institution was set up would 
be defeated. The main purpose was to 
spread insurance to the rural areas, to the 
rural people, and that objective will not 
be realised unless proper, effective and 
speedy steps are taken in this direction. 

Thank you very much. 

SHRI DAHYABHAI V. PATEL: 
Madam Deputy Chairman, I am very 
happy to see this Report of the Life 
Insurance Corporation and I would 
congratulate the workers as a result of 
whose efforts such a Report has been 
possible. I have, however, to say that like 
all Government business this Report 
camouflages to show us something much 
better than what it really is. Madam, the 
officials of the Life Insurance 
Corporation sitting there are smiling at 
my remarks. Some of them have been my 
colleagues and I would ask them whether 
the expenditure on printing a Report on 
such costly paper was ever known in the 
institutions where they were in the old 
days. Why do you want to camouflage 
your Report and why do you print it on 
such costly paper and in this manner? 
Does this Report go to the people who 
take life insurance policies? This is 
probably what you send to Members of 
Parliament, to the various Departments of 
the Government, and do they need to be 
fed by such things? 

SHRI B. R. BHAGAT: You object to 
nice printing and get-up? 

SHRI DAHYABHAI V. PATEL:      I 
don't object to nice printing Mr. Bhagat. 
What I object to is the expenditure 
involved. The largest life insurance 
company in this country used to print its 
Report on Indian made paper in a very 
simple manner. I wish the Life Insurance 
Corporation which is now managed by 
Government would take a leaf out of that 
company and print their Reports on 
Indian made paper. This is extravagance; 
there is no other word for it and it is only 
under Government management that such 
extravagance can take place. 

SHRI ARJUN ARORA (Uttar Pradesh): 
Hand-made paper will be still better. 

SHRI DAHYABHAI V. PATEL: I am 
not pleading for hand-made paper. I am 
suggesting Indian made paper; it will be 
good for this purpose. 

SHRI ARJUN ARORA: I suggest hand-
made paper will be better. 

SHRI DAHYABHAI V. PATEL: I 
would also say that looking to the size 
and bulk of the Report, the information 
available is very scanty. I agree with the 
previous speaker in his remarks that the 
information available in this Report is not 
enough. It should be much more than 
what is given there. This is supposed to 
be the annual report of a combination of 
over 150 companies and this House is 
expected to finish it in two hours. If these 
150 companies were working, there 
would have been 150 annual meetings 
and their shareholders and Board of 
Directors would have discussed it. I do 
not want this House or anyone to think 
that I am so foolish as to suggest that we 
should make a total of that and add it up 
but at least this requires much more 
deeper consideration than this two-hour 
discussion. 
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And how is this Life Insurance 

Corporation used? Some of the remarks 
of the previous speaker, Mr. Gurupada 
Swamy, were very pertinent. He was a 
member of the Estimates Committee. I 
had not the good fortune to be in 
Parliament then but when the insurance 
business was nationalised I did write to 
the officials of the Government pointing 
out exactly the same thing. Don't destroy 
the good thing that you are, claiming to 
do by removing the element of 
competition. Don't make it monopolistic; 
don't make it dull like any Government 
institution or Government body where 
you cannot ask, you cannot compare and 
show better results. This is what has been 
done. The proper course would have 
been, as I had humbly suggested to the 
high officials who were in charge in those 
days, to make units of four or five zones, 
allow them to function in a field of 
competition of getting business as 
different companies, pool the resources at 
the Centre so that the funds could be 
managed centrally for the benefit of the 
country, for the benefit of industry and 
prevent the waste that was going on in 
some of the smaller companies. But I do 
not know whether the purpose for which 
the life insurance business was 
nationalised is going to be achieved. The 
speedier result of this nationalisation of 
insurance was perhaps the Mundhra deal 
and I hear that the Government is now 
contemplating, what I may call, a reverse 
Mundhra deal. In the old days when the 
British Government was in power we 
used to near of money being transferred to 
England by Consol Bills and when it 
suited them they used to have reverse 
Consol Bills. Here we are having one 
Mundhra deal and now reverse Mundhra 
deal. It is proposed to hand over the 
management of the companies that have 
been acquired by the Life Insurance 
Corporation to a private company. Will 
the Finance Minister tell us whether or not 
an application has been made to the 
Allahabad  High  Court by  a private 

party with the help of proxies of the Life 
Insurance Corporation, of the shares held 
in the name of the President of India, so 
that the company should be transferred to 
him? This is as great a scandal as the 
Mundhra deal. I am surprised that nobody 
has drawn the attention of the country or 
the House to this. To a small party, to a 
small businessman they propose to hand 
over this company which has been set 
right. It is making great profit about 
which reference has been made here on 
page 7 of the Report. There are Ave 
companies; perhaps one or two of them 
may not be doing well. In that case wind 
them up, throw them away, but the others 
are doing well and when they are doing 
well, when perhaps the nationalisation has 
resulted in their being put into proper 
shape, why is it contemplated with the 
help of the Life Insurance Corporation 
and the proxies held in the name of the 
Government, to hand it over to a private 
company? Is it to help a certain defeated 
Minister to get a big job? I ask the 
Finance Minister to answer me 
categorically and deny it. Was this 
nationalisation of Life Insurance done to 
distribute patronage to their favourites? 
Amongst the other scandals that I find in 
this Report is the way in which patronage 
is distributed to defeated Congressmen. If 
they cannot be accommodated anywhere, 
all right, put them on the Board or 
Committee of the Life Insurance 
Corporation. What sort of thing is this? 
There is a certain favourite Congressman. 
He is an expert on transport and he is put 
on the Transport Corporation. He is an 
expert on insurance and he is put on the 
Life Insurance Corporation. This is the 
sort of thing that is going on. I suggest to 
the Finance Minister that this whole thing 
be cleaned up. You should not distribute 
patronage like this. Patronage is dis-
tributed in many other ways also, Madam. 

The Life Insurance Corporation with 
the resources of these 150 companies put 
together has a large publi- 
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city bill and a good bit of it is distributed to 
favourite Congressmen for advertisement at 
the annual session of the Indian National 
Congress as if the people in this country go 
only to the session of the Congress. If you 
make" an analysis, if you take the actual 
figures, there were more people at Nadiad to 
see Shri C. Kajagopalachari than there were at 
Bhavnagar ait the annual session 01 the 
Congress even though truckloads of people 
were taken to that place and a special holiday 
was declared by the labour unions and the 
mills of Ahmedabad under the pressure or 
under the influence of Shri Khandubhai Desai. 
Truckloads of people were transported to 
Bhavnagar. Why do you utilise the machinery 
of Government and the moneys of this 
Government in this way? 

SHRI SONUSING DHANSING PATIL 
(Maharashtra): Is it fair to make a personal 
reference like this? 

SHRI DAHYABHAI V. PATEL: He is the 
chief of the labour union there. He is a 
Member of this House and he can defend 
himself. I have not referred to any other 
person though I can refer to many other 
people. 

SHRI MAHESH SARAN (Bihar): It is all 
false allegations. 

SHRI DAHYABHAI V. PATEL: What do 
you know about it? You don't know anything 
about it. You are not in Ahmedabad. He is 
connected with the labour unions there. 150 
buses were run to transport people to that 
show and a special holiday was declared. And 
large sums of money of the Life Insurance 
Corporation were spent for publicity there. I 
am not complaining that you did not give us 
any money for the Swatantra Party convention 
or anything, but there is a limit. Have a little 
decency. Do not waste public money like this. 
Give the money properly for publicity, for 
increasing the business of the Corporation, for 
making people insurance minded also. 578 
RS—7. 

What can be done and what is not being done 
effectively by the Life Insurance Corporation 
is to propagate health propaganda. Some of 
the good insurance companies used to do it rn 
a way. Does the L.I.C. do anything of this 
kind? I suggest to the Minister and to the 
officials Of the L.I.C. who are sitting there in 
large numbers ' :< keep in touch with the 
Health Ministry and try to have a co-
ordinated programme. 

PROF. M. B. LAL (Uttar Pradesh): Madam, 
I wish to point out that only Members of this 
House are to be referred to. 

SHRI AKBAR ALI KHAN (Andhra 
Pradesh): That generally is a healthy 
tradition. 

THE DEPUTY CHAIRMAN: You should 
not refer to the officials in that manner. 

SHRI DAHYABHAI V. PATEL: I am 
making only a suggestion which may be 
noted. All right, I will only refer to the 
Finance Minister. You can correct my words 
as saying that the Finance Minister may pass 
this suggestion on to the officials of the L.I.C. 
If you are pleased, I will put it in that form. 
They should get in touch with the Health 
Ministry. A lot of useful propaganda on 
health, which the Health Ministry can put out 
and some of which they are trying to put out 
should go out in cooperation with the L.I.C. It 
can be produced with their co-operation and 
should be sent out through the Life Insurance 
Corporation, which has a large number of 
policy-holders, insurance agents and all that. 
That will be helpful and educative in respect 
of health measures. I was just making this 
constructive suggestion along with my 
criticism on s°me aspects of the management 
of the Life Insurance Corporation. 

SHRI       GOPIKRISHNA VIJAI- 
VARGIYA (Madhya Pradesh;: Let us get 
more constructive suggestions from the hon. 
Member. 
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SHRI DAHYABHAI V. PATEL: Wei!. I 
have started giving my suggestions from the 
day the Corporation was formed, but the 
Government looks only to its favourities 
unfortunately. 

SHRI AKBAR ALI KHAN: That way you 
are basically against nationalisation. 

SHRI DAHYABHAI V. PATEL: Even 
though I was basically against nationalisation, 
I had made the suggestion to the Government 
that you should not remove the element of 
competition. While having one Corporation, 
have three or four zonal committees or 
corporations working independently, 
competitively, pooling their resources together 
at the centre, so that they will be useful to the 
Government for their projects, for helping the 
industries. But let them compete in the field. 
Suppose there is a southern zone and suppose 
there is a northern zone. They would function 
competitively like other companies, bring out 
better schemes, schemes suited to different 
places. Then, the competitive element, the 
human genius that is brought out by 
competition would have continued, instead of 
making the Life Insurance Corporation dull 
like a machine. 

There have been complaints on all sides 
about the payment of claims. This happens 
because there is no competition. If there was 
competition, the company that did not pay 
would be afraid that it would be dubbed as a 
company that did not pay up its claims. Now, 
there is nothing. If you had four competitive 
zones working, one zone would be dubbed as 
a zone that was too slow, that it did not pay up 
like the other zones. They would, therefore, 
learn a lesson and behave better with their 
policy-holders, whether it is in the matter of 
payment of claims or whether it is in the 
matter of arranging loans. These are matters to 
which attention should be paid by the 
Government. 

The large financial resources that come to 
the Life Insurance Corporation and which are 
going to increase every year mean that the 
L.I.C. js going to acquire tremendous power. 
It has already power and it is going to acquire 
more power. Therefore, it is necessary that 
precautions should be taken that this power is 
not misused or abused. I would ask the 
Finance Minister to make enquiries whether 
some friends are tipped or not tipped that the 
LLC. is going to buy up these shares or these 
securities. I wish it were not true. I hope it 
were not true, because the L.I.C. has become 
a big buyer of securities and shares and 
naturally it influences the position of those 
shares and those scrips on the stock market. 
How is it being done? That matter also 
requires to be gone into. 

I would refer to a couple of other points 
before I sit down. On page £ of the report I 
see that the rate of interest realised on the 
mean life fund during 1960 was 4'58 per cent. 
per annum, as against 4:54 per cent, per 
annum during the previous year. The net rate 
of interest realised on the mean life fund 
during 1960 after deduction of income-tax at 
source and taking into account refund of 
income-tax was 3-55 per cent, per annum. Per-
haps there are some adjustments to be made. 
But this is a wide difference and I want an 
assurance from the Finance Minister that the 
rate is not going down. There is no reason at 
all why the net rate of interest earned on the 
funds 'of the L.I.C. should ever go down. The 
reading of this Report does not give that 
information. While I am mentioning this, I 
may also mention what example the 
Government is setting. 

SHRI B. R. BHAGAT: The second 
sentence explains the position. 

SHRI DAHYABHAI V. PATEL: Yes, I 
have read it, out it is only a reason. It does not 
give an assurance that the rate is not going 
down. That is what I want from you. 
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SHRI B. R. BHAGAT: The reason explains 
it and I think it will disabuse him of the fear. 

SHRI DAHYABHAI V. PATEL: I am 
afraid the reason as stated there does not 
disabuse me of my fear. I want a categorical 
assurance from you. Give it, that it is not 
lower. 

In this connection I want to point that while 
the Government is so hard on private 
business, on the private sector, in the matter 
of presentation of their reports within a 
certain period, what is the Government doing? 
Is this the example that the Government is 
setting? You have presented a report, 
published a report nine months after the year 
is over and yet there are certain things which 
you do not know, on which you are not able 
to say anything. If you cannot do it, why do 
you expect the private sector to do it? If the 
request of the L.I.C. or the action of the L.I.C. 
in delaying publication of their Report not in 
conformity with the Companies Act is 
justified, so also it is justified in the case of 
many private corporations if their report is 
delayed. Why do you make such a noise and 
why do you still insist on private corporations 
submitting their reports within a certain date? 

SHRI B. R. BHAGAT: Which Report is 
delayed? Do you mean that this Report is 
delayed? 

SHRI DAHYABHAI V. PATEL: I am 
asking you: Is it according to the 
requirements of the Companies Act? 

SHRI B. R. BHAGAT: It is not delayed. It 
is within the nine months' time that is 
allowed. 

SHRI DAHYABHAI V. PATEL: 
Thank you, but it is not complete. 
Here is information which I shall read 
out to show that it is not complete. I 
would certainly congratulate the L.I.C. 
On their reduction in the expense ratio, 
but looking to the bulk of the busi 
ness that they handle, the expense ratio 
should have been lower. It should go 
down  progressively. And  you   are 

handling a very large bulk of business and, 
therefore, your overheads should go down. 

I am also happy to see that you are pushing 
through the scheme of giving loans to builders 
who want to build houses, but I hope that this 
scheme also does not become a patronage for 
favourites, or, as somebody referred to it in 
this House, that it is given advantage of only 
if somebody pays a percentage. It will be a 
terrible thing for all this to happen and the 
dangers are very great. Looking at the per-
formance of. the Government in many other 
matters, I do not see any hope that it is going 
to be any better, except perhaps that some of 
the officials there have been trained in 
different circumstances. But Viow long will 
they last? 

THE DEPUTY CHAIRMAN: How much 
more time will you take? 

SHRI DAHYABHAI V. PATEL: I will try 
to wind up in a few minutes. I notice in the 
Report that there is a fleet of, one dozen, 
auditors employed by the L.I.C. Is this also a 
sort of patronage to so many auditing firms? I 
have heard of big corporations employing one 
auditor, two auditors, three auditors. But here 
is a fleet of one dozen auditors. How is that—
so many Congressmen to be obliged or HO 
many friends of Congressmen to be obliged? 
What is the reason for this? There is no 
justification for it. You say that there were 
154 companies with their Government 
auditors. Then will you have 154 auditors? If 
you have reduced the number, the number can 
be considerably smaller. 

Before I sit down, Madam, I want a very 
clear explanation from the Minister that he is 
not allowing the Life Insurance Corporation 
to be used as a cat's-paw to pull somebody's 
chestnuts out of the fire or to help somebody 
to acquire control of a company ihat is 
making large profits. (Interruption.) I submit 
to this House that it is very wrong for proxies 
of the Life Insurance Corporation  over      
shares  that   1 ave 
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[Shri Dahyabhai V. Patel.] gone into the 
possession of the Government, for any reason 
held by them either in the name of the Reserve 
Bank or any other organisation, to be so given 
as to enable a person who holds a very small 
fraction of the shares of a company to become 
the controlling agent of that company. Let 
Government say that the talk of nationalisation 
is all bunkum. It is only when it suits them 
they want to nationalise. Here is something 
which you want to denationalise. Say that you 
are not able to manage it- I can very well 
understand it. I can also understand that where 
you have nationalised you have not done very 
well, and therefore, you want to change the 
process. If you want to change the process, I 
am not against it, but will you make a 
selection of the person to whom you are 
giving it? Have you made the best possible 
selection? I have nothing against the person to 
whom it is given, but the duty of the 
Government is to select the best person. My 
complaint is about the manner in which by 
underhand deal somebody friendly to some 
Minister or some Congressman or some 
official is sought to be obliged. Is this given to 
the best party? If that is so, I have no 
objection. If you think that this British India 
Corporation is being nationalised and if you 
give it to a private firm to manage it, I have no 
objection, but it does not look like that seeing 
the way in which a Deputy Minister is being 
put in charge. 

SHRI B. R. BHAGAT: Ex-Deputy Minister. 
SHRI DAHYABHAI V. PATEL: Yes, ex-

Deputy Minister. Thank you for the 
correction. Is it that he cannot get a 
sufficiently high salary unless the thing is 
denationalised, until the company goes into 
the private sector under the management of a 
private party? Is it to oblige him that you are 
doing this? I want a categorical and clear 
answer from, the Minister on this. It does not 
augur well fin the healthy management of the 
Lifo Insurance Corporation or of the     other 

State enterprises in India if influence is to be 
used like this, if Congressmen are to be 
obliged at every stage, whether it is publicity 
or whether it is nationalising or otherwise or 
whether it is appointment of members on the 
Board of Directors or the Investment 
Committee of the Corporation. Therefore, 
Madam, I say that while I congratulate the 
workers on what they have done, I am sorry I 
cannot congratulate the Government on its 
performance. 

SHRI PANNALAL SARAOGI (West 
Bengal): Madam, at the very outset I wish to 
record my appreciation of the overall good 
work that has been done and is being done by 
the Corporation. But that does not mean that 
everything is well and that there is no room 
for further improvement. There is really room 
for improvement in many directions. 

I am sorry that Shri Dahyabhai Patel 
prefaced his observations with such ,a flimsy 
and wrong point that expenses have been 
incurred in printing the report of the 
Corporation on costly paper. I would like to 
submit that the report of the Corporation goes 
into very many hands all over the country and 
even outside the country, and a good report, 
well printed and on good paper, is really to be 
appreciated rather than to be deprecated in that 
fashion. 

I am inclined to agree that more time 
should have been allocated for the discussion 
of a report of such a size and of such a big 
Corporation. Also there should be en element 
of competition in such a big organisation, and 
the suggestion of setting up different units in 
different parts of the country with an element 
of competition between them is a very good 
suggestion. 

Madam, he referred with great vehemence 
to the role of the L.I.C. vis-avis the 
management of the British India Corporation 
about which I think I have also come to 'enow 
a little bit. I understand that there is going to 
be a  composite  Board   consisting  of  the 
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different majority groups of shareholders of 
the said company, that is the British India 
Corporation, and there is no question of any 
small man or big man getting any control over 
it. If any such person gets control over it, it is 
not a good thing, and I agree with him. But if 
it is a fact that a composite Board will be con-
stituted by the different big shareholders, 
wherein representatives of the Life Insurance 
Corporation, the Government of India and the 
State Governments will be there, and if there 
is a private businessman belonging to the 
private sector also, that is a welcome thing. 
All efforts should be directed to see that the 
management is of a very superior order and 
that there is no question of any patronage 
being extended to anybody in this direction. I 
am sure the Minister will carry conviction on 
this point and allay the apprehension of any 
Member or the House in this connection. 

SHRI DAHYABHAI V. PATEL: I think the 
best way to allay the apprehensions of this 
House is to subject the Life Insurance 
Corporation to this fear of interpellations 
because in all our interpellations about life 
insurance we are told that it is outside our 
sphere, that it is an independent Corporation. 
So, that is the only way you can bring this up. 
I nave received answers that this is an 
independent Corporation and that we cannol 
ssk questions about this. 

THE DEPUTY CHAIRMAN: You 
continue, Mr. Saraogi. 

SHRI PANNALAL SARAOGI: I would like 
to dwell only on two aspects of the investment 
policy of the Life Insurance Corporation: one 
relating to the granting of loans against 
mortgage of properties, an^ the other relating 
to the investment of the funds of the Life 
Insurance Corporation in stocks, bonds or 
equity capital of different joint ^tock 
companies. Madam, housing is a great need of 
our country, and it is gratifying to know that 
the Corporation has been making  advances  
or  granting      loans 

against construction of new houses. But I am 
sorry to jwint out that the policy of the 
Corporation is not uniform in this respect and 
may be teim-ed as discriminatory. Several in-
stances have come to my notice that the 
treatment meted out differs from person to 
person. There are not set rules or norms of 
conduct which should govern the conduct of 
different officers in ~tKis regard. On very 
many occasions frivolous and meaningless 
objections are raised by the Department and 
they cancel the applications of genuine and 
bona fide applicants. I am sure that the new 
Chairman of the Life Insurance Corporation 
will look into this and see that no serious 
complaint could be made in this regard. 

Regarding investment of the funds of the 
Corporation in the shares of different joint 
stock companies, my personal feeling is that 
there also there are no set-rules, and 
weightage is very many times given to 
industries located in different regions under 
the management of ,a few hands or a few 
people. I would personally think that stric* 
rules should be framed in this regard whereby 
different companies wliich ta?l within those 
rules would qualify and whereby the funds of 
the Corporation would be invested in those 
shares, rather than that extraneous 
considerations should be put forward in this 
direction. 

I am sure my suggestions are made in a 
very constructive approach and that they will 
be taken in the spirit in which they have been 
put forward. 

SHRI B. R. BHAGAT: Madam Deputy 
Chairman, I am very grateful to th» hon. 
Members who have participated in this 
debate. The working of the Life Insurance 
Corporation is not unknown to the House. The 
House has taken a very keen interest in the 
working of this very important nationalised 
undertaking. The hon. Member said that the 
House should be permitted to interpellate 
about the working of the Life Insurance Cor-
poration. I think the number of questions 
asked about the working of the 
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L.I.C. is quite large, and he should compare it 
with the other public | undertakings. The interest 
taken by the House i3 not less in any case and, 
therefore, to say that the L.I.C. is no* subjected 
to a legitimate scrutiny 01 the House is not 
correct. 

As the House is aware, our entire policy 
regarding the public undertakings—their 
scrutiny, their public accountability—is under 
the active consideration of the Government as 
well as Parliament and very soon a Committee 
of. Parliament is going to be constituted. This 
matter has been considered at the highest level, 
and our entire policy—to what extent these 
public undertakings should be subjected to a 
scrutiny by Parliament—will very soon be 
before the country, when the Committee on 
Public Undertakings —a Committee of both the 
Houses— is formed. It is my view that it has 
been often discussed; the House is interested in 
the efficient working of these public 
undertakings so that they could further the 
purpose for which they have been set up, and 
their scrutiny should be to a point where it helps 
that public purpose, that national purpose. Any 
scrutiny beyond that point, if it is going to 
interfere or if it is going to take away initi- j 
ative, wi'l defeat the very purpose ot it. And the 
Committee of both the Houses on Public 
Undertakings will be a very welcome move in 
that direction. So, I think '"hat I should leave 
that point at this stage. 

One or two general points were raised by 
the hon. Shri Gurupada Swamy. He referred to 
the recommendation of the Estimates 
Committee that the monolithic structure of the 
Life Insurance Corporation should be broken 
up and that the Corporation should be divided 
into more manageable units, maybe three or 
four, whatever he suggested. That point, has 
been before Parliament and the Government 
right from the beginning. And I would recall 
the discussions in both  the Houses when  this  
Life In- 

surance business was nationalised and when a 
Bill came up before Parliament. Even at that 
stage the point was made—the hon. Member 
is now making it again here—-that ,an ele-
ment of competition should be introduced in 
the L.I.C. Well, Sir, he does not believe in 
public undertakings, he believes that the entire 
economic life of the country should be handed 
over to the private sector. That is the basic 
point of his .approach. He approaches all these 
questions from that basis. And he thinks that 
competition is the only spur, is the only 
incentive, which guides a man to earn profits 
and that is the only motivation. I think in the 
whole world competition is there that is an 
element of incentive for a man to work in the 
material field. But there are greater incentives 
of social service or public policies or other 
forms of building up a new society. It is not 
only a theoretical world. In the organisational 
and institutional fields and in our social life, it 
has been accepted that competition is not the 
only element. Competition can also be an 
inhibiting force which can defeat the purpose. 
So, as a matter of policy, we do not accept that 
criterion that only because we want a certain 
element of competition we should break up 
the Life Insurance Corporation. We do not 
accept that. That has been our policy. . So, we 
have to put the hon. Member straight on that 
point. 

But the point is, we have considered that 
issue. The Estimates Committee made a 
recommendation even before the Bill was 
before Parliament. The point was whether we 
should 'have one Corporation or we should 
have three or four Corporations from the point 
of view of efficient management or economy, 
so that the purpose for which the L.I.C. was 
established by Parliament might be achieved. 
And H has been our considered policy that 
knowing the nature of the business, the 
economy and other considerations, it would 
not be in the interests of efficient management 
or working to have four Corporations.   So. we 
decid- 
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pel to have one and it is now only six years. 
The Life Insurance Corporation has just got 
into a stride; it is going to achieve the purpose 
with which the Government, Parliament and 
the people have charged, it, and n would not 
be proper at this stage, :n this early march of 
the Corporation, to break it up into four units. 
It is a practical consideration, pure 
pragmatism, that the Life Insurance 
Corporation should achieve its purpose. It has 
developed a momentum, it has developed a 
dynamism and it should not be broken up. No 
other ideological   consideration   ... 

SHRI DAHYABHAI V. PATEL: If the hon. 
Minister will allow me to interrupt, I never 
said that the L.I.C. should be broken up. I 
said that the central management might be 
one so that there might be competition in the 
field, so that it could get more husiness. That 
was the suggestion that I made. I never said 
that it should be broken up. Why talk of 'ree 
enterprise and other things? Our party never 
said that it wanted the private ownership of 
everything. Don't misrepresent us. 

SHRI B. R. BHAGAT: I am glad that he has 
clarified the position. If he means that there 
should be one unified   ..    . 

SHRI DAHYABHAI V. PATEL: That is 
what I am saying. 

SHRI B. R. BHAGAT: In the L.IC. there is 
the Central Board which iff constituted under 
the Act. It is quite representative. But so far 
as the other organs are concerned, we have 
the various zones and all these things, and I 
think that the purpose can be served by 
decentralising the functions of the Life 
Insurance Corporation. In a big, monolithic 
organisation which deals with the entire 
economy of the country and looking at the 
way in which the business is rapidly going up 
and the way in which the number of branches, 
divisional officers and others, the senior 
officers, supervisory officers,  etc.  is  
increasing,   it  is    but 

necessary, in the interests of good, sound and 
efficient working, that the functions of suoh a 
Corporation should be decentralised. And I 
am glad "that the hon. Shri Bhargava pointed 
out that the process of decentralisation should 
be speeded up. I want to inform the hon. 
House that the Central Board of the Life 
Insurance Corporation—the Chairman and 
everybody—is engaged in the work of 
decentralising the functions of the L.I.C, 
giving more powers to the zones in respect of 
mortgages or loans. Some of the difficulties—
delays i.i payment of claims and other 
things—happen because, well, everything 
goes to the Central Office. If everything goes 
there, naturally delay takes place. That 
happens in other Government departments. 
That happens everywhere where the functions 
of the Government go more and more into the 
economic field. Naturally, more centralisation 
means more delay, more inefficiency and 
more expenses, and the work is increasing. 
And the idea is, although the general policies 
of development or of the purpose for which 
the L.I.C. was established will be centralised, 
the day-to-day working in respect of every-
thing will be decentralised. It has got to be, 
and I think that if the hon. Member means 
that, that function or process is already in full 
swing and very soon it will be achieved. We 
are perfecting the machinery, making it finer 
so that complaints of inefficiency will not be 
there. 

SHRI M. S. GURUPADA SWAMY: May I 
interrupt the hon. Minister? I said that there 
was no comparative standard by which we 
can judge the efficiency and the working of 
the organisation. That is why there should be 
either more than one organisation, or it 
should be a federal organisation under which 
there can be a series of semi-autonomous 
zonal organisations. Unless there is some 
standard we cannot judge the operational 
efficiency or the work of the L.I.C. 

SHRI B. R. BHAGAT: Well, it is not 
necessary  that   each  branch  or  each 
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divisional office should have a different 
standard but certainly the L.I.C. nas before 
itself a standard of efficiency by which it very 
critically judges itself, and every year it tries 
to improve. 

The non. Member mentioned about the 
lowering of the expense ratio, ana he welcomed 
it.   That is o.ne test with which the efficiency is 
judged and I can point it out to the hon.-Member. 
Ke said that although the business is expanding  
the   expense   ratio   shoulQ be  slumping  down  
further,  but    he forgets, he does not take into 
account all the factors  over  a period  of six 
years.    If he takes the price rise, in the Second 
Plan period, it was 30 per cent; on an average it 
was 6 per cent   j every year, that means, more 
dearness   j allowance and more of pay, etc. if he 
sees the expanding personnel of   the L.I.C.  and 
the    more    of    payments made.    I think the 
report mentions that Rs. 15 more per head was 
given. That means a greater burden on the L.I.C.    
So  even  taking  into   account all those factors 
of greater pay    and increased dearness 
allowance and the large expanding     staff, the 
expense ratio is coming down.    That itself is a  
test.    There  are  other  tests    and which the 
LLC. is applying to itself. Also I must say that 
even    between the zones there is some element    
of healthy rivalry in that each      zone tries to put 
in its best, whether      in terms of the policies 
assured or    the claims payments made or the 
senvic-ing done of these.    There is      some 
comparative standard by which each Zonal 
Manager is doing his work.   So that way there is 
some element    of healthy  rivalry  or   
competition   between the various zones, and in 
future we may be able to make this instrument 
still more fine or more sensitive with which the 
performance may   be judged.    But  today  it  is  
a question not of how the branches or the divi-
sions or the zones function or     what tests apply, 
but it is a question    of how  the LLC.  as  a  
whole, whether 

In terms of its performance or working or in 
terms of new business or payments or 
servicing is developing, how efficient and fine 
an organisation it is going to build itself up, 
and that is the test that it is applying to itself, 
and I think it is going ahead at a satisfactory  
pace. 

Then, Madam, the hon. Member who 
moived this motion said that this report was 
laid nine months after the close of the year. I 
can only say that the Act provides that time 
limit— nine months—and we are well within 
that period. If he means that we can submit it 
one month after the close of the year, I think 
that is impossible, because the accounts have 
to be compiled, other statistics have got to be 
collected, and there has got to be some time 
lag, and that is why, taking into consideration 
the basic difficulties that obtain in preparing 
the accounts or the report, the nine-month 
period has been given, and we submitted the 
report within that nine months. Well, what 
more can we do? Only because we did not do 
it in one month or two months how can you 
just say that the L.I.C. is to be blamed or is 
very inefficient, or that the private companies 
would have been better. I think, Madam, that 
way it will show a prejudice, not any legiti-
mate criticism of the L.I.C. 

SHRI AKBAR ALI KHAN: And nine 
months is  the natural period. 

SHRI B. R. BHAGAT: Well, the House was 
very wise in putting that period 

Then he said that the various Forms were 
not implemented—I do not know. He 
mentioned some of the Forms, DD, DDD, 
DDDD. Now these reports were furnished in 
time to the Controller of Insurance under the 
provisions of the Insurance Act, and therefore 
it is not true that these reports are not 
prepared. 

SHRI V. M. CHORDIA: They are not  
incorporated  in this report. 
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SHRI B. R. BHAGAT: They may , not be 
but they have been submitted; the Act 
provides that they should be submitted to 
the Controller of Insurance. Otherwise this 
report will be so big. 

Then the question of the bonus was 
raised. I do not know how he got all 
those figures, from where. He said that 
private companies used to pay Rs. 16 or 
Rs. 18 per 1,000. Not the Indian 
companies; some of the foreign 
companies used to pay Rs. 18 or Rs. 18, 
not on Indian business but on world 
business. 

SHRI DAHYABHAI V. PATEL: Indian 
companies have paid up to Rs. 25. 

SHRI B. R. BHAGAT: That way we 
pay up to Rs. 78—the L.I.C. has paid that 
much if you speak of individual cases. It 
is in certain cases, you should not forget, 
and also it is from your part of the 
country; The Gujarat Parsee Co-
operative Insurance Society paid Rs. 78' 
40 per 1,000. I do not think such a sum 
could have been paid by anybody in the 
private sector days. Similarly the 
Commercial Union Assurance Company 
paid Rs. 30. Some paid Rs. 40; some paid 
Rs. 36, and yet the hon. Member says 
that the L.I.C.  paid only Rs.   12. 

SHRI M. RUTHNASWAMY 
(Madras):  And what is the      rupee worth 
today? 

SHRI B. R. BHAGAT: Now the hon. 
Member is raising the question of the 
value of the rupee. But this is a question 
in terms of percentage, per 1,000 how 
much. Therefore the point here is that 
there are even companies today which 
are paying much more —under the 
L.I.C.—and to say that prior to 
nationalisation higher bonuses were paid 
is not correct—that is my point. Today 
the policyholders of about 152 
companies have received more bonus 
than what they received immediately 
before nationalisation—I cannot go into 
greater details. What I am saying is that 
they are receiving more bonus than what 
they got 

in 1955. That is my point. About 
individual companies I have said; it is 
not Rs. 12; that is an incorrect figure. 
And when he said Rs. 16-18, it was only 
in a few foreign companies based on 
their world income, not on their Indian 
income. It was never Rs. 16 or Rs. 18 if 
you tak-the Indian income only. So from 
any consideration you see that the bonus 
that is being paid today is much more 
than what the private companies used to 
pay. 

Then, Sir, about the much advertis ed 
lapse ratio. The hon. Membw perhaps 
very hurriedly calculated the figures; he 
spoke so fast that I was not able to follow 
him in full. From what I could follow, I 
think—if I am wrong he will correct 
me—according to his calculation, on the 
basis of the sum assured and the number 
of policies in a year, the lapse ratio 
comes to about 30 per cent, in 1960— 
that is what he said, I think. 

SHRI V. M. CHORDIA: In three years, 
in 1958, 1959 and 1960 average. 

SHRI B. R. BHAGAT: Each year or all 
the  three  years  combined? 

SHRI V. M. CHORDIA: All the three 
years combined. 

SHRI B. R. BHAGAT: All the three 
years combined. Well, Madam, then he 
said that the mean figure on the basis of 
mean lapse does not give the correct 
figure; if you see 1958 on page 4, for 
three years it is 30 per cent. So I do not 
know what he meant. I have calculated it, 
for example, for the year 1959, and I 
have calculated it for his benefit and for 
the benefit of the House. There are two 
ways of calculating it, the way of the 
number of policies or the mean average 
way, and taking the mean average they 
come out the same. Now you see it for 
1959. The number of policies in force 
were 69 lakhs odd— they were 69-29 
lakhs; I am cutting out the decimals; the 
new policies issued were 12 lakhs odd—
12-57 lakhs to be exact. Now 81:86 lakhs 
are the total number of policies.   The   
num- 
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[Shri B. R. Bhagat.] ber of policies in 
force as at the end of December, 1960, 
were 77-13 lakhs. The difference, 4-73 
lakhs is the lapse. The percentage in 
terms of the policies is  6:6. 

SHRI V. M. CHORDIA: What is the 
total? 
5   P.M. 

SHRI B. R. BHAGAT: That is one way 
and that is his way of approach. The 
mean way of approach is given in the 
Report. Add up the policies in force 77 
lakhs and the business in force 69 lakhs 
and divide it by 2. It come to 73-21 lakhs. 
The lapse percentage is 6 odd. To say 
that what we have prepared here does not 
reflect the true picture is not correct. I 
cannot understand it. His figure of 1958 
is the same as we have given for three 
years, that is, 30. He says 30. The Report 
says 30. The two calculations bring the 
same figure. I do not know what he 
means. He does not try to digest them 
and, instead, jumps at the conclusion 
which is more preconceived. 

Madam, the fact remains, let me in-
form the House, that we are not satis-fled 
with it. That is the point that I want to 
make. Although the lapse ratio is coming 
down, as the Report says   .    .    . 

SHRI ARJUN ARORA: From 1955 to 
1958 it has been going up. 

SHRI B. R. BHAGAT: In 1955 it was 
40-5, in 1956 it came down to 33-3 and to 
30-9 in 1958. Although we can generally 
say that the lapse ratio is coming down, 
still the lapse figure is high, and for a 
nationalised undertaking like the L.I.C. it 
is not a very good figure. The Chairman, 
Central Board, is particularly very keen 
that this lapse ratio must come down. Re-
cently, since this question was raised at 
the Budget time in the House by the hon. 
friend, Mr. Vajpayee, the Chairman has 
visited 50 divisional offices, gone there 
and discussed with them,  the problem.    
While the pro- 

blem is acute in some areas, it is less 
acute in others. He has gone to fifty such 
places. He held a meeting of all the 
divisional offices only recently. He 
discussed with the Divisional Man. agers 
and asked them to see that whatever 
business was booked it •hould go on. It 
should be not only quantity, but quality 
also should be good. He is making all 
efforts to see that very good and sound 
business should be there. The business 
should expand but it should expand in the 
right way and bad business should be 
eliminated. He has further told them that 
wherever the problem is acute, wherever 
it is due to negligence or deliberately 
made so by certain people, he will take 
strong action against them. Therefore, it 
will be the effort of the L.I.C. to reduce 
these lapses. Already the Chairman has 
undertaken this task. Let us all wish him 
good luck in this effort. 

Then, Madam, a point was made about 
mortgages. I think my friend Mr. 
Bhargava, said that this facility should 
not be confined to only five cities. The 
hon. Member ought to know more about 
these things. Mr. Saraogi says there is 
discrimination in this matter and some 
people and some areas get a better deal 
while others do not. If there is 
discrimination, I am not aware of it. If 
the hon. Member is able to point out, cer-
tainly, we will take action. The hon. 
Member opposite said that, well, there 
was a fixed percentage in Delhi. I will be 
glad if he gives me certain instances, one 
or two. We will take strong action. It is 
an anti-social practice and it is in the 
Interests of the House, the Government 
and everybody that we must root it out. 
But we just cannot root it out by just say-
ing. 

SHRI DAHYABHAI V. PATEL: You 
have not done it anywhere. Can you tell 
me where you have done it? Even Mr. 
Deshmukh could not pur-suade you. 

SHRI B. R. BHAGAT: I think we have 
to go deep into this problem. It Is a 
highly anti-social problem     and 
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even if it is on a limited scale, we have to 
tackle it in a more revolutionary manner. The 
important point is this. The House is aware 
that when the L.I.C. took over, it was 
burdened with very heavy mortgages 5n 
various companies. He was speaking of some 
discrimination. But what was happening in 
those days you remember—bad loans, bad 
mortgages deliberately done. The L.I.C. was 
burdened with very huge bad mortgages and 
so for a few years it could not think of 
undertaking more mortgages. It was only in 
deference to the wishes of the hon. 
Members— t think three years ago both in 
this House and in the other House the 
Members wanted that loans against house 
building and all this should be advanced—
that we persuaded the L.I.C. to undertake it 
and I must say that although they started in a 
limited way—first they started in five cities 
because they wanted to gain experience to 
build up the machinery and ihen consolidate it 
and then expand further—they have expanded 
further, and actually more cities like 
Ahemdabad, Bangalore, Baroda, Chandigarh, 
Coimbatore, Cuttack, Emakulam, Nagpur and 
a number of other cities have been covered. 
The idea is to expand. The L.I.C. at present is 
engaged in working out details, also forming 
rules and other things in which every policy-
holder, if he wants loans against mortgages or 
house building, should be given. There is no 
question of discrimination. The House knows, 
the country knows that the L.I.C. has put 
about Rs. 50 to Rs. 60 crores in the Third Plan 
at the disposal of the Government for various 
house building schemes. It will encourage 
sucn healthy practices and the question of 
discrimination in this connection doet not 
arise. 

I think these were some of the points 
raised. I do not know if I havt* left out any 
point but I have tried to cover as much as I 
could. 

About interest rates I must say the hon. 
Member opposite wanted an as- 

surance from me. Let me assure him that as 
against 3-5 in 1960—I have verified—the 
return is going to be 4:5 in 1961. So it is not 
only an assurance but, I think, the actual 
achievement should be noted by the House  
and  appreciated. 

SHRI M. S. GURUPADA SWAMY: May I 
draw the attention of the Minister to the 
question of investments made by the L.I.C. in 
the past till now? The investments were 
mostlv made, so far as the private sector is 
concerned, to purchase shares and debentures, 
and not much of investment is made for 
expansion and development of more 
industries. Will the Minister change this 
policy in regard to the mode of investment so 
that new industries may get more benefit as 
also the existing industries get benefit, 
otherwise this investment on shares may lead 
to speculation? 

SHRI B. R. BHAGAT: Everybody knows 
that the L.I.C. is not buying short or selling 
long. In the L.I.C. all investments are long-
term investments. So, the L.I.C. by its 
practice, by its investment, does not add to 
any speculation. The hon. Member is aware 
about the mechanism of investment. He 
should appreciate that every possible care is 
taken that not one per cent, is lost there. There 
is an Investment Committee which meets very 
regularly. It gets the offers. It scrutinises them 
and decides about the scrips to be bought. It is 
true that the L.I.C. investment policy is very 
much conditioned. It buys only good scrips 
which yield dividend, within the terms of the 
Act itself, it is true. Very sound good scrips  
giving  dividends  are     bought. 

SHRI DAHYABHAI V. PATEL: What 
about blue chips? They were referred to as 
blue chips. 

SHRI B. R. BHAGAT; It is more than blue 
chips. 

SHRI PANNALAL SARAOGI: The L.I.C. 
invests in new shares also. 

SHRI B. R. BHAGAT: But the hon. 
Member  should,  perhaps,  note—even 
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says—that the L.LC. is also investing in 
new shares. I do not know about small 
companies, but on public companies, on 
medium companies   .   .   . 

SHRI M. S. GURUPADA SWAMY: 
But the percentage is less. 

SHRI B. R. BHAGAT: That is true 
because always the interests of the 
policy-holders are before the L.LC Such 
companies are left out. 

A point was made that areas like 
Bombay or Calcutta might get preference 
while other areas do not. That is not the 
fault of the L.LC. More offers come from 
these organised companies in these areas. 
Also in the investment in new 
companies, new shares etc. companies of 
these areas like U.P., Orissa or some 
other areas which usually do not come in 
the organised industries lag behind be-
cause they are not developed areas. 
However, the L.LC. is taking mor« and 
more interest. Since it has started this and 
it has to do it, suppose the L.LC. takes on 
and if there are bad investments, the 
House will come and criticise the L.LC. 
So the L.LC, although it may expand to 
the new areas and also it may expand to 
the new companies—it does underwrite 
the new shares and it is expanding in 
those areas—has to be very careful in the 
interests of the policyholders and I think 
rightly. So all that I urge on the hon. 
Member is that the percentage may be 
low, but it is rising. 

THE DEPUTY CHAIRMAN: Do you 
wish to say anything,  Mr.  ChordiaT 

SHBI ARJUN ARORA: I would ask 
him whether he is in a position to say 
that the L.LC. is not working foi handing 
over the British India Cor- 

poration   to   the   private   sector   com 
pletely? 

SHRI DAHYABHAI V. PATEL: He 
admitted it. 

SHRI B. R. BHAGAT: I deliberately 
did not touch that point because it does 
not concern the Ministry of Finance. I 
think the hon. Member has tabled a 
motion for a half-an-hour discussion 
perhaps   .   .   . 

SHRI DAHYABHAI V. PATEL: Are 
you going to give it? 

SHRI B. R. BHAGAT: I do not know, it 
is for the Chair. But that also, tie will 
know, is directed to the Commerce and 
Industry Minister. So I do not have all the 
facts before me. It has been raised 
without notice to me. I could have 
collected them from my colleague. We 
are only concerned because the L.LC. 
holds some   shares. 

SHRI DAHYABHAI V. PATEL: You 
should be able to tell us what is the 
policy of the L.LC. in the matter of 
giving proxies of shares held by tne 
L.LC, At least that you should be able to 
tell us. 

SHRI B. R. BHAGAT: There are no 
hard and rigid policy. It is decided on the 
merits of each case. If it is in the interests 
of the . as a holder of the shares, it gives 
the proxies. But it is not for us to say. I 
cannot say. It is decided on the merits of 
each case. 

THE DEPUTY CHAIRMAN: The 
House stands adjourned till 11 A.M. 
tomorrow. 

The House then adjourned at 
thirteen minutes past Ave of the 
clock till eleven of the clock on 
Friday, the 17th August 1962. 

  


