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[Shri H. N. Kunzru.J question from this point 
of view. They thought that for the utilisation of 
the nation's resources for productive and social 
purposes it was desirable that the funds instead 
of being controlled by  several  agencies,  
should  be  controlled   only   by   one   agency,   
namely the   Government   of   India.     Well,   
if they     are     concerned     only     with 
administrative     ease or with     action being     
taken   only   in   a      particular direction, then 
they can also say that democracy is an obstacle 
in their way. If they had unrestricted power, 
they could    proceed   much   more   quickly 
than   they   can   at   the  present   time, when 
they have to consult Parliament in regard to 
every important matter. But such an 
arrangement will not be tolerated    by    
anybody   here   for   a moment.    When,   
however,   economic matters are dealtfe with, 
unfortunately, nobody thinks of what would 
happen to democracy if they were dealt with in 
a particular way, and that is why the 
Government     have been  able to act in respect 
of insurance companies in  the manner in 
which     they have done. If  they  had     given  
thought  to this matter and then come to the 
conclusion that the action taken by them was 
the only alternative left to them, I  would have  
bowed  to  their judgment. But so far they have 
not said a word to show that they ever took the 
trouble to reconcile economic progress with 
democratic development. 

MR. DEPUTY CHAIRMAN: There is a 
message from the Lok Sabha. 

MESSAGE FROM LOK SABHA 
THE APPROPRIATION (RAILWAYS) NO. 2 

BILL, 1956 
SECRETARY: Sir, I have to report to the 

House the following message received from 
the Lok Sabha, signed by the Secretary of the 
Lok Sabha: 

"In accordance with the provisions of 
Rule 133 of the Rules of Procedure and 
Conduct of Business in Lok Sabha, I am 
directed to enclose    herewith a copy    of 
the 

Appropriation (Railways) No. 2". Bill, 
1956, as passed by Lok Sabha at its sitting 
held on the 14th March, 1956. 

2. The Speaker has certified that this Bill 
is a Money Bill within .the meaning of 
article 110 of the Constitution of India." 
I lay the Bill on the Table. 
MR. DEPUTY CHAIRMAN: Since there is 

a large number of speakers yet to speak, I 
suggest, if the House agrees, we may 
reassemble after lunch half an hour earlier. 

SHRI M. GOVINDA REDDY (Mysore): We 
have to go for lunch and so I suggest we may, 
if necessary,. sit longer, beyond five in the 
evening. 

MR. DEPUTY CHAIRMAN: .Or shall we 
meet at 2.10 P.M.? 

SHRI P. S. RAJAGOPAL NAIDU 
(Madras): We may sit after five, Sir. 

MR. DEPUTY CHAIRMAN: But there are 
some engagements after five, I think. So we 
may meet at 2-10 and I think the House 
agrees. We now adjourn till 2.10 P.M. 

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

The House reassembled after lunch at ten 
minutes past two of the clock,. MR. DEPUTY 
CHAIRMAN in the Chair. 

THE    LIFE    INSURANCE     (EMER-
GENCY PROVISIONS)   BILL,  1956— 

continued. 
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SHRI M. C. SHAH: Will the hon,. Member 
send all these complaints to me if he has got 
authentic reports. I will be prepared to look 
into these ■cases. 

SHRI M. C. SHAH: If the hon. Member has 
such specific complaints,, I will be grateful to 
him if he supplies me with information so that 
I can take action immediately, and I will also 
inform the hon. Member' whether the 
information that he has-is correct or not. 
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SHRI C. P. PARIKH: Mr. Deputy .Speaker, 

I have listened with great attention to the 
observations which the Minister for Revenue 
and Civil Expenditure made in his speech in 
introducing this Bill. First of all, I would like 
to say that in some matters he over-emphasised 
certain facts and in certain others he under-
emphasised certain facts. I think that in his 
enthusiasm for carrying the House with him 
and also establishing that he has carried out the 
progamme which was before the country, he 
has not been just and fair as he usually is. 

As regards the decision that had •been taken 
and the top secret way in which it was done 
and the overnight method by which this 
Ordinance was promulgated, I think that his 
Department deserves credit. I have been .in life 
insurance for the past twelve years and have 
some knowledge and experience of it with the 
limitations which I have. I will say with regard 
to the arguments which Pandit Kunzru 
advanced that it should not have been done by 
an Ordinance, I think that whatever may be the 
reasoning behind that, especially in this matter 
it could not have been done except by an 
'Ordinance. We cannot discuss this imeasure in 
the House for one or two months and allow the 
industry to be   carried on in a manner which 
will be ^prejudicial to the interests of the 
policy-holders and also the country at large, 
and even to the detriment of -the industry itself. 
So, therefore, in this special case overnight 
action was necessary  and it  was  taken. 

Now,   why   this   measure  has   been 
necessary we have got to understand. 

We had by a resolution passed in the Lok 
Sabha as well as by the Congress Avadi 
Resolution, decided 6h a socialistic pattern of 
society. It means that we have to improve and 
adjust our economic structure. The first 
measure of nationalisation to be adopted 
before this Resolution was the nationalisation 
of the airline companies. That was in my 
opinion a wise decision, because it was of 
strategic importance, and also the air 
companies could not have been able to develop 
the airways of the country in the way that we 
require it for Defence purposes. With regard to 
the nationalisation of the Imperial Bank which 
occurred only last May, the credit does not go 
to the Government but to the Report of the 
Rural Credit Survey Committee which had 
made this recommendation long before the 
Avadi Resolution was passed and long before 
the Lok Sabha Resolution was passed. 
Therefore, all political parties and leaders in 
the country have been insisting that banking 
and insurance should be nationalised. With that 
idea, this measure has been brought forward. 

SHRI P. S. RAJAGOPAL NAIDU (Madras): 
The Rural Credit Survey Committee ■ never 
said that the Imperial Bank should be 
nationalised. They only said that a State Bank 
should be established. 

SHRI C. P. PARIKH: I have read that 
Report three times. I know something about it. 
The recommendation was there, not complete 
nationalisation, but that the control of the 
Imperial Bank should be in the hands of the 
Government. That is a definite 
recommendation which is there. 

SHRI P. S. RAJAGOPAL NAIDU: There is 
no mention of the Imperial Bank being 
nationalised at all. 

SHRI C. P. PARIKH: I will correct myself if 
I am wrong on reading it again. 

SHRI M. C. SHAH: Anyway, that la not a 
matter for a fight. 
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SHRI C. P. PARIKH: I never go in for any 
fighting. I know my responsibilities, and 
whenever I make a statement, I always make 
it with some knowledge of the facts about it. 

Now, this measure has been taken in my 
opinion to satisfy the political opinion of the 
country, the opinion of all the parties, who 
advocate nationalisation not only of one 
industry but of many industries. And so, when 
Government comes forward to nationalise this 
industry, we cannot blame the Government 
for it. I think that the Government has 
achieved by this measure a great object in 
clearing the political atmosphere in the 
Country and stealing the credit from the poli-
tical parties which are opposed to the 
Congress till now, especially the P.S.P. and 
the Communist Party. I think that Mr. 
Bhupesh Gupta should understand what this 
Government is out to do. I think they have no 
more programmes left with them and they are 
quite disappointed at the action which the 
Government has taken. I think they are now 
suffering under some frustration. I think that 
some of their leaders have also expressed this 
indirectly. 

Now, I will say that this action of the 
Government is not justified on the ground that 
they could not control and regulate this 
industry and so it has been nationalised. I 
think that, if that statement is made by 
Government that they cannot control and 
regulate it, I think that statement is not correct 
and is not stating facts. I think that 
Government has enough powers to control 
and regulate whatever they desire in the 
manner they desire. I want to point out that if 
we do not know how to control and regulate, 
we shall not be able to run the concerns which 
we desire to own as efficiently as we like. The 
precedent is there in the air-lines case and I 
know something of it because I am on the 
Transport Advisory Committee. So many 

facts are before us. The wage Bill has 
gone up by 40 per cent, and it will take 

some time before we will be able to 
18 RSD.—4 

adjust it in a way in which we desire but it 
does not mean that the public sector should 
not be expanded but we must know our 
limitations. As Mr. Kunzru was mentioning, 
what is the amount of corruption in the Rail-
ways? There are so many Committees 
appointed. What have we learnt? So, don't 
expand our activities in such a way that we 
may not be able to discharge the duties to the 
country and our Administration which is not 
adequately trained to these problems, maybe 
under a strain which it may not be able to bear 
in the interests of the country. We should not 
undertake such activities as we cannot 
control. It is however very wise that this 
industry is first taken up because in this 
industry Government will not have much 
difficulty in managing because it is not of a 
diversified character. It is a life-insurance 
policy of 10, 20 or 30 years. It is easy to 
manage and the management would not be as 
difficult as will be for other industries. 
Therefore Government has done well as 
regards taking the insurance industry first. 
Another object which they have achieved in 
this is that it is a warning to all other people 
that if they don't put their house in order, then 
gradually, their fate also will be in suspense 
and all those factors should be taken into 
account. But I say Government is still not 
prepared. I say that unless industrial 
management is there, all our desires and 
hopes of expanding our public sector will 
have to be restricted, if we want to have real 
development in the country. 

Now, I come to another point as regards 
control and regulations. The P.S.P. and the 
other Parties have said that banks and 
insurance companies should be nationalised. 
It is a slogan, in a way. They don't understand 
whether the banks are nationalised or not. 
Anybody who has knowledge of banking 
knows what are the controls of Reserve Bank 
at present on all the scheduled banks in the 
country. I think they are more or less nationa-
lised and the regulations and controls are such  
that  the    banking now    is 

3 P.M. 
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[Shri C. P. Parikh.] standing on a much 
higher level than it used to stand as Mr. 
Kunzru has pointed out. It is now 
efficient for which we shall have to be 
proud in a short time. Therefore it is no 
use taking over banks but if you know 
how to control banks, then your object is 
achieved. The object of nationalisation is 
that nobody exploits the interests of the 
country and the common-man's interests 
are not jeopardised. These are the two-
objectives. As regards the profits, fiscal 
measures are there. Only the Finance 
Minister must know how to employ them 
and he has started employing them  in his 
own  effective manner. 

Now I will come to the other points as 
regards regulation and control which 
could have achieved this object and that 
regulation and control I am just 
advocating on this ground that the whole 
speech of the Revenue and Civil 
Expenditure Minister was based—more 
or less 70 per cent, of it—on abuse of 
investment of controlled funds which the 
insurance companies had made. I entirely 
agree with him that the investments and 
the life funds and the control of funds 
which existed with the insurance 
companies should not be allowed in their 
hands and should not have been allowed 
in their hands till now. We have made a 
mistake for five years. In 1950 we 
proceeded in a slow and tardy manner 
and therefore this is the result. How can 
you leave investments of such great 
magnitude in the hands of people or 
shareholders who have no corresponding 
stake in those investments? I would like 
hon. Members to understand what I 
mean. What is the capital of insurance 
companies? I will take 8 big insurance 
companies and explain that their total 
capital is not more than Rs. 25 lakhs. I 
only say about life com-r inies, not of 
composite companies. \,hat are the 
reserves with them? The reserves with 
them are Rs. 141 cores. So with a capital 
of Rs. 25 lakhs, eight companies are 
enjoying oontrol of Rs.  141  crores.   It is 
not 

a small amount. We cannot leave these in 
the hands of the Directors. Therefore 
what should be done? 

Now with regard to it, the Cowasjee 
Jehangir Committee Report has said that 
persons used to get control of these 
companies by buying up these shai-es and 
when they got the control, they got 
control of the funds. Whatever they paid 
in shares, I think they got control of the 
amount, hundred times more than that. 
Therefore these very funds can be 
invested in their other concerns and this 
abuse was there which was noticed and 
brought to the notice of Government but I 
say that the Government acted in a slow 
and tardy manner in 1950 when they 
amended the Act. They should have 
immediately put a stop to these and seen 
that the investments of the companies 
should have been cent, per cent, not 99 
per cent, even, in Government securities. 
I have been advocating all along that the 
control of investment in a planned 
economy could not be left to any 
individual or any director of any 
company. I still further suggest to the 
Finance Minister that many companies 
have excess funds over and above their 
fixed capital and working capital. I am 
still offering a suggestion and I have 
always offered in the past that all these 
funds should be first employed in the 
Government securities. As regards public 
limited companies, nobody has a right, no 
director or board of directors should have 
a right to utilise them because we are 
living in a planned economy and we must 
know where to utilize it to the best 
interests of the people. We have priority 
programmes in the country and as I told 
yesterday that the shipping companies are 
begging for money and because shipping 
is the least remunerative there is no 
investment there. Therefore it is only in a 
planned economy that we can divert 
investment in the way in which we desire. 
Therefore not only this insurance 
business but also all other public    
limited    companies in which 



 

funds are existing for investment, the 
funds should be deposited with the 
banks and they can draw them when 
ever they like. At least so far as 
their investment as regards public 
limited funds are concerned, it should 
not be in individual hands. If this 
is not done now it is likely to come 
in one or two years, I think.................... 

SHHI JASPAT ROY KAPOOR (Uttar 
Pradesh): Is not private sector a part of the 
planned economy? 

SHRI C. P. PARIKH: Mr. Kapoor, 
you will have to enter into business 
and try to understand it. I say that 
when I am making this remark, I 
further say that the private sector 
should be adequately supplied with 
banking and credit facilities in the 
country. It is the responsibility of the 
State Bank, it is the responsibility of 
the Industrial Finance Corporation, of 
the State Finance Corporations and 
so many Finance Corporations which 
we have established in order that pri 
vate sector is not starved and the 
moment this private sector is starved 
for credit or for finance so long as it 
is solvent, we shall not be able to 
make any industrial advancement. Mr. 
Kapoor, I can tell you that the Gov 
ernment is fully aware and they have 
adopted all measures in that respect 
to supply finance to the industries. I 
know that the finances that have been 
supplied at present to the industries 
are beyond our expectations also. 
Some persons ......... 

SHRI JASPAT ROY KAPOOR: I 
congratulate Mr. Parikh for having a very 
close inside knowledge of the Government's 
mind. 

SHRI C. P. PARIKH: I am stating facts. 

SHRI M. C. SHAH: All these institutions 
are well known. About these institutions Mr. 
Kapoor ought to be aware, having been a 
Member of the Provisional Parliament and 
being a Member of the Rajya Sabha that these 
are all there. 

SHRI JASPAT ROY KAPOOR: I know 
every little thing but I interpret it in a 
different way. 

SHRI C. P. PARIKH: I can explain this 
argument that if the private sector invests Rs. 
50 lakhs in an industry which Government 
wants to develop, then Government is 
prepared to advance Rs. 2 crores on that 
investment of Rs. 50 lakhs. That must be 
realised but only in a planned manner and 
where priority is existing—not in an industry 
which Government does not want to expand. 
With regard to these companies, it is found 
that by investing Rs. 10 lakhs they can control 
a sum of Rs. 6 crores. Here it will be 
interesting to note certain figures. In the case 
of the Oriental Company, if you invest a sum 
of Rs. 50 lakhs, you get the control of Rs. 72 
crores of funds. 

PROF. G. RANGA: Seventy-two crores? 

SHRI C. P. PARIKH: Yes. And in the case 
of the National Insurance Company, if you 
invest Rs. 20 lakhs, you get control over Rs. 
15 crores; and in the case of a third company, 
with an investment of Rs. 14 lakhs in ordinary 
shares you get a control of Rs. 22 crores. 
These figures are quite revealing. Let us 
understand why these people invest money in 
these shares. They get the same return of 6 
per cent, in them just as they get in other 
shares. In other conderns, they may get even 8 
per cent., but still these people prefer to invest 
in these insurance shares, in order to get this 
control over these funds. So it is well that the 
Government have come forward and taken 
control of this business. 

Taking over control is all right, but I say 
regulation and control are more important 
than the taking over of the industry. That 
point I must emphasise. I submit that there 
must have been a provision to say that all the 
investments of these insurance companies 
should, cent, per cent., be in 
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[Shri C. P. Parikh.] Government securities, 
in Central, State and Municipal debentures. 
They are all guaranteed by the State. Such a 
change ought to have been quite sufficient and 
we need not have had all these provisions. But 
what has happened has happened for other 
reasons and it is no use going over all that 
now. 

Next I come to other points raised by   the   
hon.   Finance    Minister, that advances   were   
made   on mortgages, that there were 
speculations on securities, that there was    
interlocking    of finance and so on.    But I 
would like to ask him, whether he was not 
aware of these facts for the last five years? 
Anyway   that   does   not  matter  now. Now 
that this action has been taken by the 
Government, what    is to    be done next?   I 
may point out that the insurance industry is also 
less intelligent, and they should have been more 
intelligent.    First of all, it was well-known to 
all the insurance magnates that for the last five 
years, this insurance industry was under severe 
criticism by the public. This nationalisation of    
this    business    would   not    have occurred if 
these insurance magnates or  the    insurance     
associations  who represent them, had 
represented to the Government that they wanted 
to put their house in    order.    When    these 
investments were being abused,  they should   
have   come  forward   with a proposal to invest 
them cent, per ctent. in Government securities. 
They should have     come    forward with    
such    a request  and had  they   only   done  it 
voluntarily this nationalisation would not have 
come about.    They did not do  that and 
therefore,  the    Government should not be 
blamed for taking the action that they did.   The 
private industry should have voluntarily acted 
in anticipation and met the criticisms   that  
were   there   in   existence. Then there would 
not have been any need for this nationalisation. 

I find that the hon. Finance Minister has 
over-emphasised certain things and also 
under-emphasised certain other things. 

SHRI M. C. SHAH:     So it is well-balanced. 

SHRI C. P. PARIKH:  What I say is, the way 
in which the insurance industry has expanded in 
our land is something of   which we    can   be   
proud. Pandit Kunzru gave us figures for the 
last ten years or so to show that the volume   of   
insurance in   force   had doubled.    I may add 
that during the last  fifteen  years    the  
business    has multiplied four times and the 
premium amounts  also have  gone up by four 
times.   But the profits have not gone up to the 
same extent.   The meaning is that the business 
has considerably expanded.    Even if we 
consider only the expansion during the last one 
year, one should be very proud.    But there is 
not one word of recognition of this good work,  
not one  word  of appreciation from the hon. 
Finance Minister. This is what I mean when I 
say that he     has     under-emphasised     
certain things.   When there is bad work we 
should criticise it, but when good work is done, 
it should be appreciated.    Of course, 
everything    cannot    be    well everywhere,  
because when  the profit motive is there, 
naturally such things are bound to exiSt.   
Among so many insurance companies, only 20 
of them do almost 80 per cent,  of the whole 
business.   What  does  it indicate?    It indicates  
that about a hundred companies are not 
functioning in the way in which they should.   It 
also means that these 20 companies have 
rendered great service to the country. 

That service is that although before 1935 or 
so a large business was in the hands of foreign 
concerns, these Indian companies have 
wrested all this business from their hands. 
These private companies, these twenty 
concerns in the private sector have wrested a 
large part of the business from the foreigners. 
And at the same time, I may say that the 
foreigners still operating in this country, have 
very large resources, much beyond what we 
imagine them to have. Even then we have 
about 90 per cent, of the business in our 
hands. This fact merits recognition from the 
Government. 



 

SHRI M. C. SHAH:    But the    hon.   | 
Member  himself has  said  that there was this 
profit motive for all this. 

SHRI C. P. PARIKH: But they have got all 
this business. 

With regard to the money that we require 
for our planned economy, the statement has 
been made that there is only an annual 
inetrease of Rs. 22 crores in life business. Out 
of this sum of Rs. 22 crores only Rs. 5 crores 
are usually invested in the private sector. As 
was pointed out by Pandit Kunzru —and I 
may also point it out—it is all in the Indian 
Insurance Year Book, page 47, that only a 
sum of Rs. 5.50 crores has been employed by 
Indian Insurance companies in non-approved 
securities which Pandit Kunzru pointed out 
and to which the hon. Finance Minister did 
not give a proper reply. 

SHRI M. C. SHAH: Does the hon. Member 
want the proper reply from me? 

SHRI C. P. PARIKH: I would request the 
hon. Minister first to listen to me before 
giving me a reply. What is the maximum 
amount that may be held in non-approved 
investments? Rs. 34 crores could be held, but 
only Rs. 5 crores and odd was so held. Instead 
of Rs. 34 crores which the industry could have 
employed and held in non-approved 
investments, only Rs. 5 crores were so 
employed. That is on pages 47 and 48 of the 
Year Book which the hon. Finance Minister 
may note well for him to reply. 

SHRI J ASP AT ROY KAPOOR: Perhaps 
the hon. Member does not like even that 
amount to be held in non-approved 
investments. 

SHRI C. P. PARIKH: I am against leaving 
in hands of private sector any investment, 
whether approved or non-approved. I want 
cent, per cent, investment in Government 
securities. The Government allow 16 per cent, 
to be invested in ordinary shares, preference 
shares, etc. They say they have made    the 
necessary provision. 

But I again say this is a wrong thing. We 
should not allow so many corporations in the 
country all to finance the private sector. There 
is the Industrial Finance Corporation, there are 
the State Finance Corporations, there is the 
Industrial Development Corporation and so 
on. Then why have this another Corporation 
with a board of directors to advance moneys 
and all that? They can simply give this amount 
to the Industrial Finance Corporation or to the 
other Corporations that I just now mentioned. 
We must have co-ordinated activity and this 
we cannot have when so many institutions are 
functioning for the purpose of distributing 
credit. Therefore, I submit when the other Bill 
comes up, it should be seen that this new 
corporation need not have investment powers. 
They may give all these funds to the Industrial 
Finance Corporation or to the Industrial Deve-
lopment Corporation for the industrial 
development of our country whether it be in 
the private sector or in the public sector. 

PROF. G. RANGA: Would not the 
Corporation be able to consult the 
Government before it makes any allowance to 
anybody? 

SHRI C. P. PARIKH: All these Cor-
porations are controlled by the Government 
which is ultimately responsible to Parliament. 

PROF. G. RANGA: So there would be that 
co-ordination there. 

SHRI C. P. PARIKH: At present the State 
Finance Corporation is there, the Industrial 
Finance Corporation is there. Now these are 
sufficient. It is no use having too many 
corporations with investment powers. 

SHRI R. C. GUPTA: Are they not financing 
only a very few concerns? 

SHRI C. P. PARIKH: I may tell you that they 
are financing all solvent concerns, and not a 
very few concerns. Over and above there is the 
State Bank and whenever those solvent con-I   
cerns require    finance,  it is    coming 
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[Shri C. P. Parikh.] forward to the full 
degree. For instance, for the renovation 
of jute and textile industries large 
amounts of money have been sanctioned, 
which even the industries themselves did 
not expect 

Now, Sir, I will come to the question of 
penetration into the rural areas. That is a 
good point which has been made. If this 
industry is nationalised, the rural sector 
dan function much more efficiently. The 
reason is that at present the companies 
having life insurance business are not 
going into this insurance, because they 
think that the amount of insurance will be 
small and the expenses correspondingly 
greater. That is because the companies 
are working with a profit motive. But 
now we shall be able to tap all the 
resources available in the country. In fact, 
the finance that will be coming in this 
country will not now be coming in frem 
the richer classes, but it is coming in from 
the middle and lower classes. The middle 
class people will be saving more and 
more and the high income groups have 
already reached the saturation i/oint. Now 
we can expect the finance only from the 
rural sector, in my opinion, and that fact 
can be borne out by the Reserve Bank's 
statistics also. 

Then, Sir, the hon. Minister has 
complained that the lapse ratio of these 
companies has been great. Why is that 
so? That is because in the first year we 
have allowed 90 per cent, as the expenses 
and the commission. I think we have 
allowed a very high rate of commission 
and a high rate of expenses by the 
authority of Government. We should not 
allow such high rates. If things can be 
managed by giving 65 per dent., there 
will be the question of the balance of 25 
per cent., because at present that 25 per 
cent, is going awty. The Government 
should not have allowed this 90 per cent, 
but should have allowed only 65 per cent. 
I have got some experience of this 
industry. The agents pass on some 
commission to those who insure their 

lives. That fact must be recognised. It is 
no use saying that their expense ratio is 
more. The premium is reduced by about 
20 per cent, or so because the insured 
receives the commission indirectly, on an 
average, to the extent of 20 per cent. 
Some are receiving even to the extent of 
50 per cent, but on an average it is 20 per 
dant. This fact is well-known and I need 
not expand it. Therefore this high lapse 
ratio is there on account of the system 
that we have adopted. This system is 
wrong, and I request the hon. Minister to 
plug the loopholes wherever they exist in 
order that maladministration or 
mismanagement which is taking place 
may not be repeated in other fields also. 

Now, Sir, something about the com-
petitive aspect of the matter. It would 
have been much better if the Government 
had kept only twenty companies in the 
field, just as they did in the case of 
banking by having the State Bank and its 
branches and the other banks also 
functioning on the basis of co-existence. 
By that way the Government could have 
been able to control and develop the 
industry to the extent they desired. Sir, 
Government have quoted some instances 
of foreign countries. I also would like to 
quote certain instances of foreign 
dountries. In France, the State-owned life 
insurance is to the extent of 60 per cent, 
and there is 40 per cent in the hands of 
the private sector. So, both the sectors are 
co-existing and competing. In Italy, it is 
63 per cent. State-owned and 37 per cent, 
private-owned. In New Zealand, it is 70 
per cent, in the public sector and 30 per 
cent, in the private sector. All of them are 
working together and competing. Whea 
this business is monopolised by the State, 
I know, Sir, what will happen. Nobody 
can pass any judgment and say whether it 
is done properly or not, because there will 
be no comparison at all, and the Finance 
Minister will dome forward with 
explanations which we will not be able to 
understand. Then, Sir, Sweden and   
Norway are    socialised 
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countries and are more advanced 
countries, but they have not nationalised 
this insurance business, because they 
know how to regulate and control this 
business, which we unfortunately lack 
very much. 

Now, Sir, with regard to the loss of 
foreign business in life insurance, I might 
point out that at present we are having a 
fair business from the Indians who are 
settled outside India, say in Africa, 
Singapore and other places, some life 
insurance business. That business we 
shall be missing with the nationalisation 
of insurance business. When we oust 
foreigners from this country, do you 
think that any country will allow any 
insurance to be done by the Indians 
settled in that country? It is all a question 
of reciprocity. And we shall be losing 
that much of insurance business. 

PROF, G. RANGA: But are we not 
allowing the foreigners to do insurance 
business here? 

SHRI  C.  P.  PARIKH:   But we are 
not allowing them now in life business. 
(Interruption). I am simply pointing out 
what we are gaining and what we are 
losing. 

Then, Sir, Mr. Gupte referred to the 
fifteen companies all functioning in 
Poona. I think, Sir, the activities of all 
those fifteen companies excepting 
perhaps two will have to be wound up. 
After all, you cannot allow fifteen 
companies to do the same business in one 
town, and that also in a town like Poona 
with a population of five lakhs. And the 
question of retrenchment which is 
anticipated has appeared in the Times of 
India today. The custodians held a 
conference and they brought forward 
certain retrenchment proposals before the 
Finance Minister. All that has appeared 
in the Times of India today. At present, 
Sir, 2,90,000 people are working as 
agents and deriving their livelihood from 
the insurance business. That fact cannot 
be denied. Now that number will    have 
to    be 

considerably  reduced.    After all you 
cannot  keep  certain   people  with  no 
work. 

Now, with regard to the corporation 
that is to be established, the question is 
how it should be run. That it should be 
run on a competitive basis is the demand 
of all Members both of this House and 
the other and if you do not do it I think 
the hon. the Finance Minister will not be 
translating into action the views of the 
Members. There must be competition 
between the zones and the balance sheet 
of each zone should be separate so that 
we can know how it is functioning. All 
that happens i3 till now there were 
managing directors or managers in 
charge of the companies. Now, the 
officers will be there; it is only 
substitution of one for the other and it is 
very necessary that we must have 
comparative statistics. That is the main 
thing. 

Then there are some small points about 
which I would like to say a few words. It 
was said that in this industry people are 
appointed on high salaries. But I ask in 
other industries are not people appointed 
on high salaries? That system is there in 
all the industries and we have not done 
anything about them. If we have found a 
way to tackle this problem in those cases, 
then we can apply the same thing to the 
insurance industry also. Otherwise, there 
is no use saying that when we know in so 
many industries people are paid much 
higher salaries than are warranted and the 
Government is not doing anything about 
it. Therefore that is no argument at all. 

With regard to dummy agents and 
women agents, what is the cause of this? 
Any man can be an agent of an insurance 
company by paying Rs. 5 as licensing 
fee. If a person who la liable to pay high 
income-tax and super-tax is able to 
receive something, then he will try to get 
it in the name of some member of his 
family. Therefore it is for the Finance 
Minister to 
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agents—they are nearly 35 per cent.—are 
there in such large numbers bedause of the 
income-tax and super-tax which one has to 
pay. That is why this phenomenon is there. 
There is no use blaming the insurance 
companies. You^ have left so many loopholes 
in your Income Tax Act that all these things 
become possible. 

The hon. Minister has said that 25 
companies have gone into liquidation and 25 
companies have been transferred to other 
people. If you examine the position in other 
countries, I say that you will find that the 
position is much worse in other countries. 
There is liquidation to the same extent, if not 
more, in other countries; transfers have also 
taken place to that extent or even to a greater 
extent in other countries. I need not go into all 
the details and take up the time of the House. 

With regard to general insurance a certain 
case has been made out as to why it has not 
baen nationalised. Sir, we have nationalised 
wisely and judiciously what we can and what 
we are capable of administering. Life 
insurance is not a diversified activity but 
general insurance is a vary diversified 
activity, very complicated activity. If we had 
nationalised both, then we would have failed 
in both, not in one. The general insurance is 
in the field of trade and commerce, the policy 
expires within a period of 12 months and a 
marine policy expires within a period of three 
months. Sir* ■ we must take on our hands 
only what is possible for us to do and we 
must not lay our hands on anything and 
everything. These are some of the points 
which I hope the Finance Minister will take 
into account. 

PROF. G. RANGA: Mr. Deputy Chairman, I 
am at a loss now as to where to begin and 
where I should end, after the speech of my 
hon. friend,  Mr.  Parikh.    I  do  not  know 

whether he is in favour of this Bill or not. I 
am not quite sure whether he is unhappy 
because this life insurance business is being 
nationalised or whether he is happy that the 
life insur-rance business is at last being 
nationalised. He has given arguments both for 
and against it and I thought he was 
contradicting himself several times. But really 
I do not think he was contradicting himself 
because he seems to think that since anyhow 
the Government has decided upon it, why not 
make a virtue of it and accept it, but at the 
same time ward off this evil so far as general 
insurance is concerned so that that at least can 
be saved for private enterprise. I sympathise 
with him but at the same time I am not 
prepared to take up those arguments that he 
has adduced today against nationalisation of 
this section of the industry and examine each 
one of them. Because I would like the House 
to look at the question from the other end, the 
end chosen by the hon. the Finance Minister, 
the author of this Bill. 

Do we or do we not want to take all those 
steps that are practicable and possible in order 
to mobilise the savings of tha vast number of 
our people in the country? My answer is in 
the affirmative. We want to reach all the 
people. The next question is—are wa in such 
a great urgency to reach these people? There 
also there cannot be any doubt. We are in 
very great urgency. Now what is that 
particular urgency? Can we not go on 
depending upon the Nasik Press, deficit 
financing and all the rest of it? Why should 
we ireach these people and tap their savings? 
It is to ward off the danger of inflation; to see 
first of all that the savings of our people are 
mobilised to the maximum possible extent, 
and then only depend—again only to the 
inevitable extent—upon deficit financing and 
the Nasik Press. It is for this reason that we 
want to mobilise the savings of the people. 
But   are   we   in  a   position  today  to 



 

assure ourselves that through th» existing life 
insurance business that we have in the country 
we would be able, with any reasonable degree 
of expectation of success, to reach these 
people and mobilise their savings? The very 
progress or failure to progress of our life 
insurance in that direction to that extent war-
rants us against having great expectations 
from the life insurance business as it is today 
of achieving within the time that we have 
placed before ourselves economic progress or 
of laying and broadening the economic 
foundations of our society in our country 
during the next five, ten or even fifteen years. 
It is for this reason that we have got to take 
expe|iditious steps, emergent steps, to go 
beyond the confines or the horizon of the 
present life insurance business and try and 
reach the maximum number of our people in 
our country who could be expected to save 
something and lay by something for a rainy 
day and who could be persuaded to place their 
savings at the disposal of our society through 
life insurance. It is for that reason, I think, that 
this step has been decided upon. Anyhow it is 
for that reason that I am specially glad that the 
Government has taken this particular step and 
I stand here today to lend my support to this 
Bill. 

It was argued that the Government did not 
give any notice to anybody. Sir, I am glad that 
the Government did not give any notice just 
when they took action. If they had given so 
much of a notice then we know what would 
have happened. Instead of there being one 
Man Singh Road there would have been quite 
a number of Man Singh Roads, all laid out 
and nicely paved. Sir, I would like to 
congratulate the Government upon the degree 
of success they have achieved in imple-
menting this nationalisation in the effective 
manner in which they did, I think, on the 19th 
January. I was told that so far as Madras was 
concerned,   nobody  knew   anything.   Not 

a breath of it was whispered to anyone. All of 
them, the Managing Directors, General 
Managers and various other people with their 
keys and other things went to their offices. 
When they went there they found themselves 
confronted with some gentleman with an 
authorisation paper which was shown to them. 
They were told by him, "Open the locks and 
doors and hand over the records to us; this is 
the order of the Government". Sir, a large 
number of these people were flown from 
Delhi to other places, not in the usual service 
planes but in special planes commandeered by 
the Government. They all went there. They 
themselves did not know to which companies 
they were being deputed or what destinations 
or anything like that. One of them got down at 
Hyderabad, from Hyderabad to Bezwada, 
Gan-navaram. At Gannavaram he was given a 
paper that he was to go to Masulipatam and 
from there he proceeded to Masulipatam. 
When he went to Masulipatam the envelope 
was broken open and the authority was 
displayed before the officer concerned of that 
insurance company. In that expeditious, 
careful and judicious manner this Ordinance 
was implemented and I think the Government 
of India deserves all congratulations. 

SHRI M. GOVINDA REDDY (Mysore):   
The  Controllers  also. 

PROF. G. RANG A: And fourthly, in regard 
to this particular business, would it be 
possible for the nationalised industry, as it has 
come to be today, to reach the people that we 
want to be reached? Now, would those people 
be enthused to place their savings in these life 
insurance companies? These are the two 
questions which demand answer from us. We 
can only answer from our expectations and 
from our hopes. I am inclined to look at it this 
way. Hitherto six or seven insurance agents of 
competing companies might have been trying 
to reach the same prospective    policyholder     
and   then 
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[Prof. G. Ranga.] 
canvassing him. It is possible that j 
tomorrow only one man would be going to 
him. But nevertheless in the past he did not 
have the assur- J ance that his money would 
be safe \ and from today onwards, every j 
policyholder knows, the prospective 
policyholder knows that his money is 
absolutely safe and there can be no loss at 
all. Supposing there is any loss on account 
of management of this particular business, 
that would be borne by the general tax-
payer—first by the Corporation, then later 
on by the general taxpayer. And the 
policyholder anyhow will not be expected 
to lose that money. That would be the 
assurance, I say, he would be getting. And 
for that reason I am hoping that there would 
be more and more people willing to come 
forward and take these policies, place their 
money at, the disposal of the Government. 
Secondly, I am hoping the working 
expenses, or the working expense ratio as 
they call it, can be. brought down j and will 
be brought down. Of course, I Mr. Ghose, 
leader of the Socialist Party, was afraid 
yesterday that It ! is quite possible that the 
working expense ratio might not be brought 
down, because smaller and smaller policies 
will have to be undertaken by the 
Government and, therefore, expenses might 
have to go up. It may be so in the 
beginning, but as he has himself admitted 
yesterday and as has happened in the 
experience of the other countries when you 
reach more and more people and insure 
ever increasing sums of money and more 
policies, it might be possible for the 
Corporation to bring down the working 
expense ratio in course of time—possibly 
within the next five years. Certainly I do 
not think there is any real reason Tor Mr. 
Parikh to deplore the fact that there may be 
some retrenchment. Well, there is bound to 
be some retrenchment. But these people are 
not going to be wholetimers. They are not 
wholetimers now, not every insurance 
agent is a wholetimer.      To 

him it is only a part time employment 
and to the extent that they come to be 
thrown out of employment, certainly to 
that extent working expenses will have to 
come down and will come down and, 
therefore, I  do  not  regret  it. 

Then, there is also the other con-
sideration. Would the agents who would 
be appointed or who would be recognized 
by the Government as their agents be so 
enterprising as to come and reach these 
prospective policyholders and win their 
confidence and gain more and more poli-
cies from them? I am inclined to think 
that it should be possible for them to do 
so with a greater sense of assurance, that 
if they were to go and reach these people 
and explai their case it would be easier 
for them to persuade them and gain their 
confidence and get their policies. Where-
as in the past and till the other day a 
prospective policyholder was likely to be 
confused because of the conflicting 
reports that were being placed before him 
by these competing agents saying that 
such and such a company is about to be 
liquidated, such and such a company is 
being specially watched by the 
superintendent. Another company was 
being given notice of and warnings and 
so on like that. Naturally a prospective 
policyholder would begin to wonder 
whether even the company for which he 
is inclined to favour is not likely to go 
into liquidation in a couple of years or in 
a few years. Therefore, his mind would 
be upset and for that reason he would not 
1( so very ready to go in for an insur-
rance policy. But at present, with the 
present system, I do not think it would be 
unreasonable on my part to expect more 
and more people to develop that much of 
confidence and then take these policies. 
And, therefore, I do not think I am 
expecting too much when I say that the 
agents also would be able to achieve 
greater success both for themselves and 
also for our own insurance   corporation    
by   going    to 
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more and more people and gaining their 
confidence and getting their policies and 
in that way gaining their own 
commission. 

Then, Sir, lastly, I do not wish to 
go into the various other points that 
were raised by Dr. Kunzru. He also 
made a very strong argument for 
argument or what you call point 
against another point raised by my 
hon. friend, the Finance Minister. 
But one point anyhow he made and 
that appeared to be rather a very 
strong point for me and that was, 
are we to favour democracy or are 
we to favour autocracy? Is it 
because that you have got a majority 
behind you that you have chosen to 
nationalise this thing, or is it be 
cause that you are dissatisfied with the 
way in which democracy is working in 
our country? That is an argument 
which needs a reply. Is there democra 
cy today? Was there democracy in our 
eountry in .the insurance business? 
Mr. Ghose admitted yesterday if there 
was no democracy in insurance busi 
ness, if there was corruption, if there 
was inefficiency, and if it was a bad 
business, then surely banking also 
was a bad business. So many other 
businesses are also bad. Then, why 
did you not think of nationalising 
them, he said. For one thing, it is 
admitted that there is no democracy 
in this, no democracy of the policy 
holders. This is, a democracy of the 
profit-making people, the shareholders, 
not the policyholders at all. It was 
not a co-operative concern. It was 
entirely the industry of the profit- 
making people. Therefore, where is any 
democracy? Quite right there was 
democracy as against all these people 
who wanted to make profit. Now, are 
we in favour of profit-making busi 
ness especially in this direction or are 
we not? That is the only question. 
That question was not answered. Dr. 
Kunzru did not address himself to 
that question at all. It is not a ques 
tion of democracy versus dictatorship. 
On the other hand, in this..................  

MR. DEPUTY CHAIRMAN: I think 
he referred to the issue of the Ordinance. 

PROF. G. RANG A: I am coming to 
that. In this private business there is 
dictatorship, dictatorship of capital as 
against policyholders—dictatorship of 
capital as against producers on the one 
side or consumers on the other side. 
These are a few people, as was admitted 
by Mr. Parikh himself, people who 
contributed only Rs. 50 lakhs were able 
to gain control over Rs. 87 crores. It is 
just that kind of control, the throttling 
control that they have developed, that 
they have gained upon our social 
economy, that they have been hoping to 
gain more and more as our economy 
would be growing. That we are anxious 
to guard ourselves against. We are 
anxious that our State should take the 
necessary s'.eps to the extent that it is 
possible and then gain control for the 
society as a whole. And that is my 
answer. 

Coming to the other question of the 
Ordinance, it is only a small point from 
my point of view, because even 
according to him during the last four or 
five years there were only ten or fifteen 
Ordinances per annum—even less than 
that, five or six—and therefore, it does 
not seem to be such a frightening 
prospect. But, nevertheless, even 
supposing that it is a bad thing to do, in 
this case, anyhow, it is not a bad thing. 
But then why wonder why they could not 
have waited? For how many days? 
Twenty-six days. They could have 
waited. Quite true. But what has 
happened? The Chief Ministers of all the 
States met here and the Planning 
Commission also was in session with 
them. They discussed this matter along 
with other matters. They more or less 
came to the conclusion then and there 
that this should be nationalised. And for 
what reason? Not because of any cus-
sedness against capital; primarily because 
they were hard put to it to find funds in 
order to finance our own na'ional 
programmes and they did not know in 
which other way they could get at the 
largest number of people in our country 
who can be expected to save something 
from out of their day 
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[Prof. G. Ranga.] to day incomes and 
expenses. Therefore, they came to this 
conclusion soon after. Only a few days after 
that, a number of our own Members of Par-
liament—both Houses—were also invited by 
the Planning Commission into a conference 
with them. We also discussed the matter and 
we expressed certain opinions. It was a 
sensible thing on the part of the Government 
that, having known the views of the Chief 
Ministers and also the Members of Parliament 
and having given an inkling of their mind 
almost by an implication to those people—the 
State Ministers as well as M.Ps.—they did not 
take too long a time thereafter to come to a 
decision first of all. And secondly, having 
come to a decision, they did not wait, as was 
being suggested by Dr. Kunzru and other 
friends, for another 20 days, so that there 
might be any amount of leakage. Therefore, 
they took their decision expeditiously and 
implemented it and it is all to the credit of the 
Government, according to me. 

In conclusion, I would like to put forward 
two suggestions. One is whether it would not 
be in the interest of democracy as well as 
State management of this great industry to 
allow Sta'e Governments to carry on life 
insurance business, so that there might be 
some scope for some amount of 
competition—as was put yesterday by Shri 
Ghose "socialist competition"— between the 
State Government insurance business and the 
Corporation's insurance business. I would like 
that suggestion to be carefully examined. 

Secondly, there are the co-operative 
societies. There are co-operative societies for 
life insurance business also. Some of us who 
have been connected with the All India Co-
opera'ive Union have been trying to bring 
about an amalgamation of all these co-opera-
tive societies into one society, so that they 
may be able to maximise their business.  Rut 
in  the meanwhile, this 

nationalisation has come. I would like the 
Government to examine the possibility also of 
utilising that institution, if not entirely, to 
reach rural people at least to supplement the 
funds that the Government of India would be 
making through this Corporation. 

On this question of co-operative insurance, 
there is already an amendment in the name of 
my hon. friend, Shri Rajagopal Naidu and he 
would be explaining to the House at length .he 
advantages of giving an opportunity to co-
operative insurance also to ply this business in 
competition with our own Corporation's work, 
so that to that extent this kind of socialist 
competition might possibly be given some 
opportunity to test the mettle, as it were, of 
our State insurance. I am not putting forward 
these suggestions as if by adopting these alone 
the State insurance would be encouraged. No. 
But I am hoping that it will be possible that by 
adopting these two suggestions to the extent 
that the Government of India might find it 
possible and practicable, they might ensure 
greater efficiency on the part of the 
Corporation and the State insurance business 
that we have decided upon. 

PROF. A. R. WADIA (Nominated): Sir, I 
admire and envy the ease with which some of 
my friends, especially Mr. Ghose and Mr. 
Kapoor, have wholeheartedly supported 'ihis 
Bill and yet advanced arguments which knock 
the bottom out of the Bill. It has, to a very 
great extent, simplified my' task and I am 
thankful to them for the arguments that they 
have advanced. 

Sir, the main reason for this Bill that has 
been advanced by the hon. Minister is that a 
number of companies were guilty of 
fraudulent practice. Sir, we, as Indians, have 
to bow down our heads in shame that such a 
contingency should have arisen. At the same 
time, we should not forget that there 
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have been ve.ry many good Indian companies 
which have built up insurance business and 
carried it on with very great satisfaction. Now 
in their zeal to put down bad companies, I am 
afraid the Government have also done a great 
injustice to good companies. They have not 
cared to distinguish between the goats and the 
sheep. The good companies now find that the 
only reward for all the pioneering work that 
they did, for all the honest work that they did 
is that over-ght they should be deprived of 
their own business. Sir, that is rather 
unfortunate. 

Now, so far as the method of doing this is 
concerned, it is still more reprehensible. I am 
entirely at one with Dr. Kunzru in the very 
spirited attack which he made on this unde-
mocratic move for legislation by Ordinance. 
And I am really surprised that so confirmed a 
democrat as my friend, Prof. Ranga should 
not see the undemocratic procedure of legis-
lation by Ordinance. Even assuming that the 
object was good, were the means adopted 
right? What was the reason for it? The 
Finance Minister interjected while Dr. Kunzru 
was speaking that it was done in public 
interest. Well, Sir, is anything being done in 
this House which is not in public interest? 
Every big Bill and every small Bill is in 
public interest. Every question that is put is in 
public interest. Every answer as given by the 
Government is'in public interest. If that were 
the only reason for resorting to issue of 
Ordinance, I am afraid that there is no need 
for a Parliament at all. Government can carry 
on anything in public interest by means of 
Ordinances. 

The real justification for legislation by 
Ordinance is the existence of an emergency. 
Now, can it really and seriously be suggested 
that in the insurance business a terrible emer-
gency arose on this great date—19th January 
1956? On the admission of the Finance 
Minister himself, Government have been well 
aware of those companies which have not 
been 

honest or which were even fraudulent in their 
business. They slept over it. They did not take 
any definite action about it except in one 
instance and yet, all of a sudden, they woke 
up one morning and passed this Ordinance. 

Now, it seems to me that nothing could be 
more undemocratic than this. There Was no 
emergency to justify this. They could have 
easily done it by means of ordinary 
legislation. 

SHRI M. C. SHAH: To allow the 
irresponsible section to do away with 
everything that they may have. 

SHRI H. C. MATHUR (Rajasthan): Even in 
spite of the Ordinance, all this bunkum has 
happened. 

PROF. A. R. WADIA: Well, Sir. I am just 
coming to that point. If the Government had 
made up their mind, they could have done it 
by way of legislation. I understand that they 
took six months to carry on in secret the 
training of their officers in this business. They 
could have very well framed a legislation with 
as much secrecy and could have hurried it 
ithrough Parliament. They could have got this 
passed in one week. 

PROF. G. RANGA: It is only a formality. 

PROF. A. R. WADIA: According to Prof. 
Ranga, simply because there is a steam roller 
majority, every legislation becomes a 
formality. But that is not a correct attitude to 
adopt. This is not doing justice to the Par-4 
P.M. liament, and I am perfectly certain that 
but for the fact that a very heavy majority is 
on one side and the Opposition is 
comparatively weak, no Government would 
have dared to do this sort of thing by Ordi-
nance, because there was really nr 
justification whatever for doing this. 

SHRI H. C. MATHUR: Is" it not a fact that 
the Opposition  is one with    the 
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[Shri H. C. Mathur.] Government in  this  
matter?   That  is misrepresenting the  attitude    
of    the Opposition. 

SHRI BHUPESH GUPTA (West Bengal): It 
all depends on who sits in the Opposition. 

PROF. A. R. WADIA: I understand that. But 
even many Members cf the Opposition were 
arguing on behalf of the private sector to a 
considerable extent. I am just coming to it. 
The main background of this legislation is the 
conflict between the private sector and the 
public sector. I can understand the Opposition 
being wholeheartedly for the nationalisation 
of every industry. I can understand that. I can 
understand even the Congress Members 
arguing for the public sector. I am afraid they 
have not been able to make up their minds. 
They only pay lip homage to the private sector 
while speaking of the importance of the 
private sector in the economy of the country. 
Well, 1 know there is a general feeling that 
every industry and every institution that is 
managed by the Government will be 
absolutely all right. I do not share that very 
naive assumption. I do not know that 
Government—not merely with the capital G 
but with every letter in the word in capitals—
is entirely free from the ordinary human 
weaknesses. We know how many defects 
Government enterprises have, thanks to the 
Public Account* Committee and the Auditor 
General. They have exposed so many defects, 
defects which of course »xist in the private 
sector also, but there is one advantage that the 
private sector can be mended more easily. If 
the private sector goes wrong, it is always up 
to the Government to take action against it. 

PROF. G. RANGA: It is not so easy. 

PROF. A. R. WADIA: I am assured by a 
person who is very well-versed in the 
insurance business that no in- 

surance Act in the world is so very stringent 
as our Indian Insurance Act. 

SHRI BHUPESH GUPTA: You can imagine 
what the condition of the private sector will 
be like there. 

PROF. A. R. WADIA: If, in spite of 
that, Government is not able to con 
trol, then it means that the Govern 
ment brains are not as good as the 
brains in the insurance business. To 
say that is to condemn the Government 
for its inefficiency. g 

SHRI BHUPESH GUPTA: We condemn 
both the private sector and the Government. 

PROF. A. R. WADIA: What will you have 
then? 

SHRI BHUPESH GUPTA: The public 
sector under popular control. 

PROF. A. R. WADIA: Now, it has been very 
naively argued that as soon as this business is 
taken over by Government, the cost will be 
less. I have my honest doubts about it. 
Government offices are always more costly 
than in the private sector. I am perfectly 
certain that Government officers on an 
average show mudf more indifference than 
any private office. I am perfectly certain and I 
know it from my own experience that clerks 
in Government offices spend much more time 
in drinking tea or eating pan than they would 
dare to do iato—in any private office, because 
in a private office they would be shown the 
door if they were to indulge in these un-
economic activities. 

Then, there is always the danger of 
tremendous delay under Government 
management. Whatever may be the sins of 
insurance companies—I am not defending 
these sins—the policyholders do get their 
claims settled very quickly. It is extremely 
difficult to get any money out of Government 
Departments, I must say that Rajya    Sabha 
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Secretariat is an exception, and I must 
pay my compliment to them. In other 
Government Departments, I find that it is 
extremely difficult to get any money out 
of them, and I am afraid that will be the 
fate with this insurance business also. 
There fs going to be a lot of delay. 1 am 
mentioning this so that the Finance 
Minister may see that these delays are 
lessened as much as possible. 

SHRI M. C. SHAH: May I draw the 
hon. Member's attention to the Bill where 
we have specifically said "on commercial 
lines"? 

PROF. A. R. WADIA: That is rather 
vague, and Government might put their 
own interpretation on the words "on 
commercial lines". 

I was arguing that I am not one of Ihose 
persons who would have blind faith in the 
efficacy of the Government. A good deal 
is talked these days about the socialistic 
pattern of society. We read a lot about it 
every day. Some people seem to imagine 
that the objects of the socialistic pattern 
will be realised as soon as we nationalise 
everything. I am not sure about that. It 
seems to me that the real objective of a 
socialistic pattern of society is to see that 
there is a rise in the standard of living of 
the average citizen. Judged by that 
standard, I am not sure that countries like 
the U.K. or the U.S.A. which are dubbed 
as capitalistic, an* not more socialistic 
than several socialist countries. Frankly, 
there the Government spends much more 
on raising the standard of living of the 
average man, and yet these are the 
countries which appreciate private 
initiative and give a certain amount of 
freedom for the development of the 
intellect of the human beings there. Sir, I 
do not believe in any "ism". I am not one 
of those who believe that Government 
should never do this or that, nor do I 
believe that everything should be done 
only under private initiative, but 
especially in the insurance 

business, there is ample room for both the 
public sector and the private sector. My 
friend, Mr. Parikh, as well as Mr. Ghose, 
referred to the example of so distant a 
place as France. Why go to France? We 
have an example of that nearer home in 
our own country, and that is the State of 
Mysore. I myself have benefited by it. 
ThelHysore State long ago started this 
insurance business and made it 
compulsory for every Government 
servant to be insured with the 
Government Insurance Department, and 
they extended the benefit to the public 
also. Only two days ago the Chief 
Minister of Mysore in his statement 
before the State Legislature was 
wondering what' the fate would be of the 
Mysore Insurance Scheme. But I presume 
that it will be looked upon as Government 
sector or public sector and it will be 
allowed to continue to function. 

Now, I should like to encourage also 
the private sector in the insurance 
business and I would heartily endorse the 
suggestion made by Prof. Ranga. I would 
allow them to continue to exist and to 
work for the benefit of the country as they 
have done in the past. There is one danger 
in a monopoly, even if it be a 
Government monopoly. If in any one year 
they find a heavy deficit, there will be a 
temptation on the part of the Government 
sudderly to increase the policy rates and 
to make up that deficit at least partially. 
I* is not impossible, and yet that would 
not be possible if there are competing 
companies. If there are competing 
companies, that will keep the 
Government in check, and I think it will 
be a good thing to put Government on its 
mettle and they should not feel that, since 
they are a monopoly, whatever they do, 
there is no one to challenge them. There 
should be competition and that 
competition will be good for the 
insurance industry in India generally. 

Finally, when there is going to be 
future legislation, I do appeal to the 
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[Prof. A. R. Wadia.] Government in the 
best interests of the country, in the public 
interest, to encourage good insurance 
companies. Now, they have had a complete 
look into all the records of all (he companies, 
and they can easily distinguish between good 
companies and bad companies, and I think it 
is up to them to encourage the good 
companies to continue to  do their work. 

Another suggestion that I would like to 
make is that insurance should be made 
compulsory for all Government servants. It 
will be of great advantage to them, and I am 
sure every Government servant will appre-
ciate that advantage especially at the age of 
55. 

I know that the insurance companies 
existing at the present time have not been able 
to do any effective work in the rural areas, 
and if insurance is good for the urban 
population, it is equally good, perhaps even 
better, for the rural population. 

[THE    VICE-CHAIRMAN    (SHRI   H.    C. 
MATHUR)   in  the  Chair.] 

If the private companies are not in a 
position to extend their business into the rural 
areas, it will be the responsibility of the 
Government all the more to take an interest in 
our rural population and advance the benefits 
of insurance even to the most backward rural 
areas. 

SHRI H. P. SAKSENA: Sir, I hold no brief 
for any insurance company or any insurer—
neither have I ever been an insured person and 
at this age even if I think of getting myself 
insured in the Government insurance, I find, 
to my regret, that I have passed chat age and 
even the Government will not insure my life 
now. 

DR. R. P. DUBE (Madhya Pradesh): 
You are insured by the Government ...............  

SHRI H. P. SAKSENA: You will give me a 
false certificate about age. 

THE VICE-CHAIRMAN (SHRI H. C. 
MATHUR) :  Let him go on. 

SHRI H. P. SAKSENA: Just as the 26th 
January has been a red letter day and a historic 
day for us for the last 25 vears. and over, this 
19th January I»JO will be a historic and red 
letter day for the life policy holders and those 
who will get their lives insured in the future 
and for the coming generations. I find from the 
statement of your goodself that both the 
Government and the Opposition are in 
agreement so far as this Bill is concerned and 
therefore it is a red letter day for this House, to 
use that expression, and therefore I feel 
inclined to congratulate my friend Mr. Abdur 
Rezzak Khan from West Bengal for his very 
able, forthright ind outspoken speech which to 
my enjoyment, I relished and enjoyed in full 
and which delight could not be made use of by 
others who, unfortunately for them, do not 
understand Hindi or Hindustani. Sir, 
nationalisation is a term of which I am fond—
to be more accurate, I am in love with 
nationalisation and therefore I think no person 
howsoever miserly and stingy he may be, 
would hold back a meed of praise for the 
Government for having nationalised during 
the last less than 12 months two big industries 
known as the Imperial Bank of India —the 
Banking Industry—and the life insurance 
business in the last but one month i.e., in the 
month of January. So this is a thing for which 
all of us should be thankful to the Government 
for having taken the courage in both hands and 
this is again, I point out, a step towards our 
objective and goal, viz., the establishment of a 
socialist pattern of society. What is it, if it ia 
not, a step towards that direction? What is that 
much dreaded Communism which is the 
plague of the U.S.A. and of the U.K.? Is it the 
same as that displayed by the speech of my 
friend Mr. Abdur Rezzak Khan? I don't think 
there was anything of which anybody should 
be afraid. To me he appeared to be absolutely, 
purely    and    completely nationalistic 
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and nationalism is a thing of which I am fond 
and with which I am in love. 

Sir, we listened to a long story of evils and 
malpractices practised by the insurers and we 
also listened to the woes and sorrows of life 
policy holders yesterday by the hon. Finance 
Minister who is sponsoring this Bill which I 
whole-heartedly support. Now the 
Government is being blamed for 
promulgating the Ordinance. How else could 
this evil have been checked and checked 
suddenly, expeditiously and without any 
information about it leaking out?    It was the 
only way. 

To my great regret, I find that some of us 
are still so much sorry for the loss of the 
British Government which has happened here 
in India, that they cannot reconcile 
themselves to the changed way of life. They 
are still thinking that things would have been 
better if the Britishers had been here. This is 
most regrettable but unfortunately it is there. 

So far as this Bill is concerned, which I hail 
from every point of view, I am anxious about 
two things only: that no employees are to lose 
their jobs. When I use the word 'employees' I 
don't mean those middle-men who have been 
very happily eliminated and who were rolling 
in wealth, earning Rs. 6,000, Rs. 8,000 and 
Rs. 10,000 a month because of being the 
managing director or by carrying on the 
business under some other dignified name and 
in this respect, I extend my sympathies to my 
hon. friend Mr. Rajah who is not here but who 
is sure to lose his very lucrative job. So the 
elimination of the middlemen is one of the 
best aspects of this nationalisation of 
insurance business. 

Now my other anxiety is that even the 
insurers who were carrying on this business 
have got to be rehabilitated and a job fitting to 
their qualifications has got to be found for 
ihem. I know that all of them will not be 
employed in the arrangement that is going to 
emerge in the future but then they should also 
be because while it is  true  that this 
nationalisation    has 

come as a result of the misdeeds of some, it is 
also equally true that even the innocent are 
going to be punished along with the guilty and 
the Government should have every regard for 
innoctent people who have uptil now been 
conducting their affairs quite honestly, 
properly and efficiently. Now the Government 
deserve all praise for the very expeditious and 
swift way in which they took this step. Ordi-
narily the Government clock moves very 
slowly, very very slowly, proverbially slowly 
but in this case, they acted with expedition 
and they deserve all praise and I am in perfect 
disagreement with those friends who have 
suggested that the matter should have been 
done in the usual ordinary course by bringing 
a Bill before the Parliament and getting it 
passed. Nothing could have been done by 
that—even one-fourth of tha success as we are 
going to achieve by this step would not have 
been achieved. As you yourself suggested, 
Sir, a moment back, some of the funds have 
already disappeared and if we had adopted the 
other method, all the funds might have 
disappeared. So it appears the Government 
have at least for once, done the right thing and 
at the right moment. And this step has been so 
wise and so proper that even the Opposition is 
praising it and supporting this measure 
wholeheartedly. 

I find that the Government has succeeded in 
laying, its hands only on one aspect of the 
insurance business, that is to say, on life 
insurance. But there are so many insurance 
lines, fire insurance, car insurance, house 
insurance and so many types of insurance 
which still remain with people, most of whom 
are not very honest, scrupulous and 
straightforward. So something has got to be 
done with regard to that also. I would suggest 
most humbly, but at the same time, most 
strongly that the entire field of insurance 
should be nationalised and taken possession of 
by the Government in due course. 

The Finance Minister in his speech 
informed us that 120 Custodians weit 
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appointed on the very first day that the 
Ordinance was promulgated, of course, may 
be not on the first day, but within a few hours 
which could even be named, some 48 hours or 
so. And- our friend Prof. Ranga added to our 
information by saying that some people who 
did not even know where they were to go and 
take charge of, were flown and huddled 
together and sent in aeroplanes by the 
Government in order to do this business. This 
is the way in which the Government acts on 
occasions of emergency and this Bill has 
rightly been called "The Life Insurance 
(Emergency Provisions) Bill." And the 
regular normal Bill will be coming before us 
in due course. 

So let us not talk now of democracy and 
totalitarianism. These are empty and 
meaningless terms when they proceed from 
persons, from the mouths of persons who have 
to do neither with the one nor with the other, 
because they are nowhere. You see, they take 
the attitude which is known as independent 
attitude. But •to be independent is absolutely 
meaningless in this world, because the world 
stands on inter-dependence and if one acts like 
an unbridled horse, he is nobody and neither 
are his views worthy of any consideration. So 
I am not going into this academic discussion 
of democracy versus totalitarianism, whether 
this action of the Government is a democratic 
action or it is a totalitarian action. I know it 
was the just and proper action and it was taken 
and taken at the right moment. This is the sum 
and substance of the whole matter. Similarly. I 
very much disliked the word. 
bureaucratisation used by Shri B. C. Ghose for 
whom I have great love and whose hard work 
and ingenuity I greatly admire. But why talk 
of bureaucratization? If something has gone 
wrong, you should correct it. You should have 
the courage to say that something is wrong 
and you should correct it. After all, the 
country is ours. The Secretariat is ours and we 
should set 

things right.    You should   have   the 
necessary courage and............. 

SHRI B. K. MUKERJEE (Uttar Pradesh): 
That is all only on paper. 

SHRI H. P. SAKSENA: No, nothing is on 
paper. What proceeds from me is translated 
into action. I am in favour of removing 
uitouchability e.g. and I was the first man to 
dine with the so-called untouchables. I do not 
work on paper. I work with my brain, and by 
my action. Anyway, i am not going to waste 
my Jime over these interruptions. 

So the theories of democracy and 
totalitarianism are exploded and they do not 
stand in our way. 

Similarly somebody referred to this 
so-called "evil" practice of promul 
gating Ordinances, as if a very severe 
blow was struck at democracy by the 
promulgation of a few Ordinances. 
And an arithmetical account is being 
made of the number of years that 
had elapsed since 26th January 1950 
and this day the 14th March, 195S 
and they say during these six years 
and few months, some 74 Ordinanctes 
have been promulgated and------------  

AN HON. MEMBER: Seventy seven 
Ordinances. 

SHRI H. P. SAKSENA: May be 77 
Ordinances and they say it comes to about one 
Ordinance every month. What is all this?. 
Ordinances, we know, are promulgated only 
when the Parliament is not in session. It is not 
for the sake of joy that an Ordinance is 
promulgated. An Ordi-ance is an uncommon 
thing, an unusual thing and it is promulgated 
only when an unusual thing, an uncommon 
thing, when an abnormal thing arises on the 
surface and then the President is requested to 
promulgate an Ordinance. It is not i joy for 
our President to be named "Lord Ordinance" 
at the expiry of his term of Presidentship. It is 
only in the interests of the people that it is 
done. It is in the interest of the land we live    
in,     in the interest of its 



 

prosperity and growth that an Ordinance is 
issued. And the very first-opportunity, the 
earliest opportunity is taken to convert that 
Ordinance into an Act. The necessary Bill is 
brought forward and the Ordinance is removed. 
So for me it is not a terrifying thing when an 
Ordinance is issued, even if it be at the rate of 
one per month during the last six years. As I 
said, when Dr. Kunzru was speaking, if the 
necessity arises, we may have to issue three or 
four ' Ordinances—but God forbid there should 
be any such necessity. But what I say is, the 
power is in our hands and it will be used as and 
when necessity arises. 

Sir, almost each and every hon. Member 
who spoke before me has advocated and 
emphasised the necessity of introducing this 
insurance habit, this insurance business into 
the rural areas. As we all know, that vast and 
extensive field remains almost untapped. 
People there even do not know what is the 
purpose of insurance. So this has got to be 
taken to the doors and hamlets of the people in 
the villages so that they may . also be trained 
in the art of saving some money and investing 
it for the rainy day. When this work has to be 
done by the Government, I hope they will 
devise such a mechanism by which it will be 
not very costly, but at the same time it will be 
easy to reach the masses and introduce this 
system of life insurance business there. 

While on this topic of life insurance, I may 
point out one factor. Formerly it was the 
practice that the life insurance companies took 
as few policies of females as possible.    
Somehow    or 
the  other.............. it had  entered     their 
minds that it was not safe to insure females 
and so if you compare the figures in any 
insurance company you will find that the ratio 
of female policy holders is much less than that 
of males. And therefore, this untapped field, 
which is again very vast and extensive,  
should be vigorously pur- 

sued, and I hope it will yield fruitful premia 
and fruitful results. The Bill is a small one, 
but its significance and its import is a very 
serious one, and the Government, I hope, will 
pay to it the same serious attention which it so 
richly deserves. 

Let me  give the  Government,  Sir, one piece of 
advice.    If we look back to the volume of work 
that the   private insurance companies used to    do 
during the days when they pioneered this business 
in our country, we will find   that   an   army   of   
field  workers was needed to take this message    
of life insurance     from     door  to  door. There 
were  competitions,  there were competitors, there 
were offers   and so many things.    So, this field 
work    of insurance is a very tiring work    and 
Government will have to employ people  who  
have  some  taste  for  doing social service.    This 
work should be entrusted to their care, and then 
alone it can bear fruit.    I recall a certain textile 
firm which    the    Government took over, and it 
could not manage it properly, and it had to be 
returned to the previous owners.    I am sure, and I 
hope, nothing like   that will happen so far as this 
nationalisation of    life insurance  is  concerned,  
and  its  field of activity will be expanded and all 
other types of insurance work in   our country  
which is  worth  crores  upon crores  of  rupees 
will  be  taken  over by the Government in future, 
and   my friend, Mr. Parikh, can take a warning 
that if we find in the coming years that  the  textile  
industry   stands     in need of being nationalised, 
the Government will not be slow in taking it over. 

SHRI P. S. RAJAGOPAL NAIDU: Mr. Vice-
Chairman, I am for life insurance nationalisation, 
not only the life insurance business, but also the 
general insurance business. But I jt am not in 
favour of the insurance business that is done by 
the State Governments and also the insurance 
business that is done by the co-operatives also 
being nationalised. And I shall adduce my 
reasons towards the end of my speech with 
regard to that. 
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[Shri P. S. Rajagopal Naidu.J Sir, Members on 
both sides of this House have supported the 
nationalisation of insurance. There is not even 
one dissenting voice about the nationalisation 
of insurance, though only two eminent 
Members of our House who had spoken this 
morning who were only against the way in 
which it has been nationalised, against the 
modus operandi that has been adopted by the 
Central Government for nationalising  
insurance. 

Sir, all of us know that nationalisation of 
insurance was in the air for some time. Several 
Members not only of this House but also of 
the other House, on several occasions, were 
speaking about nationalisation of insurance. It 
is not that the business people—the insurance 
business people —were not aware of this 
particular business being nationalised at some 
date or other. I know, Sir, that some insurance 
peopie with whom I came in contact were 
asking me a number of times whether there 
was any move on the part of the Government 
for nationalising this business. So, it is not that 
these particular business people were not 
prepared for insurance being nationalised. I 
am glad, Sir, that not much time was given to 
these people for preparing themselves to enter 
into certain bogus transactions in the matter of 
securities. Sir, even when not much time was 
given, we had come across several instances 
as to how some of the securities had been 
alienated, and how even a responsible member 
is now absconding not having accounted for a 
certain amount of money for which he was 
responsible. 

Now, Sir, coming to nationalisation of co-
operatives, I would like to lay my emphatic 
protest against the Government treating co-
operatives on a par with capitalistic institutions, 
on a par with the companies managed and based 
on capitalistic lines. Sir, in a Welfare State 
socio-economic activities are carried on with an 
ideal consistent with the target set forth by the 
Union Government namely, of ! co-operative 
commonwealth.     The co- ' 

operatives can justly feel, Sir, that their 
interests would be safeguarded and zealously 
protected. Sir, to the great shock of co-
operators, they have not only been ignored in 
this Bill, but they have been included in the 
category of capitalistic insurance companies 
overlooking the distinguished features of their 
working and management. Sir, co-operation is 
no doubt a good business, and co-operative 
concerns have handled very well small-scale 
industries and also heavy industries. They 
have done well in those fields. They have 
never aspired to the profiteering tendencies of 
the capitalists. Sir, on the other hand, such 
intentions or inclinations are vigorously 
controlled and 'juvbed by several officers of 
the Co-operative Department. Sir, service to 
the people is the motto of the co-operative 
movement. It is not the concern of the co-
operative movement to have any profit. Sir, it 
is only service to the people and also to the 
humanity which is the motto of the co-
operators. Sir, the main objects of a co-opera-
tive society is to encourage thrift, self-help 
and mutual aid, and it is to inculcate that 
principle of thrift that the co-operative 
movement exists. Sir, everybody knows how 
co-operative insurance had helped the rural 
masses. All of us know that there is a 
provision in the Insurance Act, namely, 
section 4, under which it is only the co-
operativejthat are allowed to insure people for 
amounts less than Rs. 1,000. No other 
insurance company can insure anybody for 
less than Rs. 1,000. That privilege is given 
only to the co-operatives because they have 
their organisations in the rural areas. That 
concession is given to the co-operatives 
because they are mostly rural organisations, 
and it is only with this sort of concession to 
the co-operatives that they had spread their 
movement with regard to insurance in the 
rural areas also. 

I would like to give a number of reasons as 
to why this cooperative insurance should not 
be bracketed or equated with capitalistic 
insurance. My first point in this connection is 
that there is no question of any share 
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capital at all involved in co-operative 
insurance companies. A few policyholders join 
together and start a cooperative insurance 
society. Secondly, there is no question of any 
managing director. In the cooperative concerns 
there is no question of payment of thousands 
of rupees by way of remuneration to the 
managing director or manager as is in vogue in 
the case of private insurance companies or 
insurance companies that are registered under 
the Insurance Act or under the Companies Act. 
We all know what the structure of a coopera-
tive institution is. There is only a board of 
directors elected annually or in some cases 
once in three years and there is only a paid 
secretary or a paid manager appointed by the 
board of management. There is no question of 
one single individual sitting in an air-
conditioned room in multi-storeyed buildings 
as we find in most of the insurance companies 
today. 

PROF. G. RANGA: But who is listening to 
him? The Treasury Bench is in discussion 
within itself. 

THE MINISTER FOR REHABILITATION 
(SHRI MEHR CHAND KHANNA) : We are 
discussing that very point. 

SHRI P. S. RAJAGOPAL NAIDU: I was 
saying that we do not find in cooperative 
concerns managing directors sitting in air-
conditioned glass rooms in multi-storeyed 
buildings. There is just a secretary who is paid 
a few hundreds of rupees by way of 
remuneration. And there is no question of 
profit motive in a cooperative concern. There 
is no question of anything more than 6i per 
cent, being declared as dividend in any 
cooperative concern. If there is anything over 
and above that derived by way of profit, it 
goes in. the accumulation of the reserves of 
the cooperative society or it goes in the 
accumulation of some other common good 
fund for the benefit of all the members of the 
society who are the policy-holders. 

My next point is that unlike in the case of 
joint stock companies, wh?t-ever may be the 
number of shares held 

by a person, he gets only one vote. He may 
have a policy for Rs. 100 or a policy for a 
lakh of rupees, yet he will have only one vote. 
That is everybody will have an equal share in 
the management of affairs of the cooperative 
institution. 

Sir, the most important difference between 
a cooperative insurance concern and a private 
insurance company is this. All the surplus 
funds, other than those that have to be 
invested statutorily in approved securities, 
will have to be utilised only in the cooperative 
movement. That is the most important 
difference between an ordinary insurance 
company and a cooperative insurance society. 

SHRI JASPAT ROY KAPOOR: Is it 
according to the Articles of Association or is 
there a statutory provision like that? 

SHRI P. S. RAJAGOPAL NAIDU: There is 
statutory provision. No amount other than 
what is to be invested in the Government 
securities can be invested in any other way 
than in the co-operative movement. Sir, I shall 
just give a break-up of how a leading 
cooperative insurance company in Madras has 
invested its surplus funds which will show that 
not a pie has gone out of the cooperative 
movement. The South India Co-operative 
Insurance Company has invented Rs. 
20,75,000 and odd in cooperative house 
mortgage banks, Rs. 27,49,000 and odd in 
debentures of co-operative land mortgage 
banks, Rs. 50,000 fixed deposit with the Bihar 
State Co-operative Bank, Rs. 42,700 in some 
District Land Mortgage Bank and another Rs. 
1,44,000 and odd in some other land mortgage 
bank. In addition, they have advanced Rs. 
16,76,959 as loans to policy-holders on the 
first mortgage of their house properties. Even 
that amount of Rs. 16 lakhs and odd has been 
given by way of loans only to policy-holders 
on the mortgage of their house" properties. 
That is how the distribution of the surplus 
funds has been made by this cooperative 
institution—I ha^e a particular know- 
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[Shri P. S. Rajagopal Naidu.] ledge of this 
particular cooperative insurance society in the 
South—and I am sure the same principle is 
being applied in all the other cooperative 
insurance companies also in India. 

Then, with regard to control, the 
cooperative insurance societies have a dual 
control. They are subject to two laws—the 
ordinary laws under the Insurance Act and 
also the laws under the Cooperative Societies 
Act. On the one side there is the Controller of 
Insurance and on the other side there is the 
Registrar of Cooperative Societies. Their 
accounts are audited periodically by the 
auditors of the Cooperative Department who 
are appointed by the  Government. 

Coming to the issue of policies, I have 
already briefly stated that it is only the 
cooperative concerns that issue policies for 
amounts less than Rs. 1,000. I have known 
instances where policies have been issued for 
even Rs. 100. And who are the persons who 
will be benefited? It is the villagers. I am sure 
that none of these companies situated in the 
urban areas has ever taken any pains to send 
their agents to the villages for booking people 
for policies for Rs. 100, Rs. 200 or Rs. 500. 
The cooperative movement has spread to 
every nook and corner. There are rural 
cooperative societies, so far as Madras is con-
cerned at least, in every alternate village. The 
village societies are made use of to canvass 
the villagers for taking life policies in the 
cooperative life insurance societies. There is a 
sort of integration or a sort of understanding 
between the rural credit society on the one 
hand and the cooperative insurance society on 
the other. And I have not come across any 
malpractices being indulged in in any of the 
cooperative insurance societies; that has not 
been stated also here on the floor of the 
House. 

It may be said that the cooperatives enjoy a 
special privilege, namely, that they are 
exempt from payment of income tax. Even 
that is now removed 

because from last year even the cooperative 
insurance societies are being taxed. They are 
treated just like other joint stock companies, 
and whatever profit is there it goes only to the 
policy-holders. Sir, I would like to read just 
two lines from a report of the Cooperative 
Planning Committee. This is what they say 
about cooperative  insurance: 

"What is required for serving the 
insurance needs of our people is a 
cooperative society having contact with the 
masses of people in rural as well as urban 
areas through various types of cooperative 
organisations and issuing policies for small 
sums even below the present limit of Rs. 
500. Even the schemes we have for policies 
of small amounts must be financially sound 
as particularly the mortality rate among 
those classes of persons is probab'.y greater 
and the cost of issuing small policies is 
comparatively higher. In spite of this 
sacrifice the cooperative insurance societies 
have existed and they have done well." 

Sir, I shall only deal briefly with the 
average value of policy of a cooperative 
insurance company. I shall give instances of 
four leading cooperative insurance companies 
in India and compare them with other insurers 
in India and also abroad. Take for instance, 
the South India Co-operative Insurance 
Company, the number of policies is 34,052, 
the average value per policy is Rs. 1349; 
Bombay Co-operative, average value of policy 
Rs. 1262; Hyderabad Co-operative, average 
value of policy Rs. 1167; Police Co-operative, 
average value of policy Rs. 1173. Take the 
average of the insurance policies of the other 
companies registered under the Joint Stock 
Companies Act or under the various other 
Acts. So far as the Indian companies are 
concerned, it is something between Rs. 2000 
and Rs. 2500. And in the case of non-Indian 
insurers it is between Rs. 5,000 and Rs.' 7000. 
This clearly indicates that the average value of 
the policy 
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of any co-operative concern is something 
between Rs. 1000 and Rs. 1500. That only 
shows how the co-operatives are beneficial, 
how they are helpful to the lower strata of the 
people, that is, for the lower middle classes 
and for the poorer classes. I need not dilate or 
enlarge my arguments more than what I have 
already stated. I would once again like to 
lodge my emphatic protest on the way in 
which the co-operatives have been bracketed 
or treated in the same way as the other 
capitalistic insurance companies. 

Lastly, I would like to mention that other 
types of insurance companies also should be 
nationalised as early as possible. Unlike the 
other advanced countries or developed 
countries in the world, we lack in what is 
called cattle insurance and crop insurance. 
That is a general business. Unless it is a 
paying concern, I do not think any private 
company will be interested in doing cattle 
insurance or crop insurance. The insurance 
that is being done now is useful only for the 
urban people in our country. There is 
absolutely no attempt made in our country 
with regard to cattle insurance and crop 
insurance. And that can be done only by way 
of general insurance. Unless general insurance 
is also nationalised this sort of business cannot 
be undertaken. Why I say that cattle insurance 
and crop insurance are very important is this. 
Everybody knows that in our country we have 
vagaries of monsoon and one cannot depend 
upon the monsoon and raise any cultivation. 
And even if there is good monsoon, it would 
be washed out by floods or some sort of 
disease will attack the crop. The agriculturist 
will have to be absolutely at the mercy of 
nature. Unless this sort of confidence is given 
to the agriculturist, we cannot improve our 
agriculture and we cannot call ourselves a 
Welfare State. So, I would urge upon the 
Government to take over general insurance 
also and at the same time introduce this crop 
insurance and cattle insurance which will be 
of great use to the agriculturists. 

SHRI BHUPESH GUPTA: Mr. Vice-
Chairman, much has been said about the 
secret manner in which the Ordinance was 
promulgated by the Government. In this 
connection, I would only like to read an 
information which our office has received 
from a gentleman in Calcutta, who claims to 
be a member of the Calcutta stock exchange, 
also a member of the Bombay stock 
exchange. The letter reads as follows: — 

"On February 19th, the Life Insurance 
Ordinance was signed by the President at 
12.17 P.M. and was given to press towards 
evening but in Calcutta stock exchange 
where I am a member and in Bombay stock 
exchange also, Birlas started selling heavily 
prominent scrips at about 12.30 P.M. on that 
day and continued till next day even in un-
official market after closing. This fact can 
be well proved by the books of their 
various brokers if they are examined 
thoroughly. It created a big panic in the 
stock market and that shock was so great 
that still it could not be recovered. It will be 
enough to prove that due to this Calcutta 
stock exchange remained almost closed 
like for a month- and even now the 
business is not more than 10% of the nor-
mal. The full moneymaking advantage was 
taken by Birlas on one side and the general 
public of Country suffered losses on other 
side." 

Tlien this letter goes on to say: 

"*<It is estimated that in this game Birlas 
earned above one crore rupees." 

The letter is dated 6th March 1956. 
Obviously the gentleman has been 
emboldened to write this letter after we had 
taken up the issue of budget leakage on the 
floor of the House. Now, I do not* vouch for 
what it has said. It is a letter which we have 
received from a gentleman who claims to be 
connected with the stock exchange and who 
is also a journalist... 
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SHRI JASPAT ROY KAPOOR: What is the 
name? 

SHRI BHUPESH GUPTA: I won't give the 
name at this moment, because I am prepared 
to pass on the letter. For obvious reasons I 
will not give the name, because the matter 
calls for some kind of investigation. Now, the 
matter is important and I am very willing to 
pass it on to the Government with a view to 
find out whether there is any truth in it. But 
the point that I wish to make in this 
connection is that it is not proper to create a 
situation whereby it becomes possible for any 
interested parties like the insurance companies 
or the other people dealing with shares and all 
that to come to know of such an Ordinance 
before it is known to the public, before it is 
notified to the public. This is the point I am 
making. Obviously according to this letter, it 
seems between the signing by the President 
and publication they had come to know of it 
and took necessary steps in order to safeguard 
their interests and make money. It appears 
from the letter that within thirteen minutes of 
the promulgation or rather the signing of the 
Ordinance here. certain people in the Calcutta 
stock exchange began to operate in a parti-
cular way. If that is so, it is very, very 
objectionable and the matter calls for another 
serious investigation. 

SHRI K. SURYANARAYANA (Andhra): 
Have they mentioned any time? 

SHRI BHUPESH GUPTA: He says that 
according to him the Ordinance was signed at 
17 minutes past 12 and then the firm there in 
Calcutta market was operating at half past 
twelve on the basis of this thing and through 
such operations he has made money. I think 
here is another job for the Central Intelligence 
Bureau and the Home Ministry to take up. 

SHRI K. SURYANARAYANA: If it is   
true,  it   is   a   strong  case. 
• SHRI BHUPESH GUPTA: Now, Sir, Mr. 
Shah, you fly with something in your pocket 
by plane, forgetting to inform by telephone 
and I do not know what he will do now. I 
think there will be no necessity to fly from 
one place to another. They are very near at 
hand, the Home Ministry and the Central 
Intelligence Bureau. After the House adjourns 
you can take this letter and think out as to 
what proper steps should be taken. 

Sir, this measure has been welcomed from 
both sides of the House. There is no doubt 
about it that this measure deserves to be 
generally supported   in  so  far  as  it  goes. 

THE VICE-CHAIRMAN (SHRI H. C. 
MATHUR): YOU will continue tomor 
row. The House stands adjourned 
till 11 A.M. tomorrow. We will have 
to sit through the lunch hour tomor 
row.
 
1 

The House then adjourned at five 
of the clock till eleven of the clock 
on Thursday, the 15th March 1996. 

 


