. 2631 - Life Insyrance

(Emergency

[Shri H. N. Kunzru.] o
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 con-
trolled 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 dealt® 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 con-
clusion that the action taken by them
was the only alternative left to them,
I would have bowed to their judg-
ment. But so far they have not said a
word to show that they ever took the
trouble to reconcile economic progress
with democratic development.

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

MESSAGE FROM LOK SABHA

THE APPROPRIATION (RarmLwavys) No. 2
BiLL, 1956

SECRETARY: Sir, I have to report
to the House the following message
Teceived from the Lok Sabha, signed
by the Secretary of the Lok Sabha:

“In accordance with the provi-
sions 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
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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 Can-
stitution of India.”

I lay the Bill on the Table.

Mgr. DEPUTY CHAIRMAN: Since
there is a large number of speakers
yet to speak, 1 suggest, if the House
agrees, we may reassemble after lunch.
half an hour earlier.

Surt 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.

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

Surt 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 Iunch
at ten minutes past two of the clock,
MRr. Derury CHAIRMAN in the Chair.

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

{
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I I8 91T g © 6 @ A
sy fafqag wy adgza #1 gd
quaAT Fifgd | AR @E A 9g 0
arrer @faw afew ot #fgg fF gmw
Tt EY w1 Tz & faed gvmman
T #fea F1 9 qgq # AT g,
ARAA ST T AT FAT & WG F
#fed g ot & Afed 9w S
fafeig a7 @7 qFded (o FUS
To g | g ST uar g fawd afses
& St 4T QT & I A EIGRT GGHAT
&1 dF O @ [T & e Tg
fafsma =€t § 1 98 ® g™ T6q=zmq
3 fF 99 g% ¥ 39 T T T L,
AfFT 39 G & AR FT R TGL
TAAT AR G F qy A a4 o
| Tigm ¢ fr g daa @enfe
# fafama & 1 gaw7 fret wox 7 foram
FRTAT ST I A< & | 5w fafee
FY gAR Ak § A7 GQGW a9 § ST
SUTETAR AR A AT Nfafera
FA AT & WX ST I § ABN A
7g 9ot 941 {5 g fergram A w9 &
SUTET TEG 39 a1 FT ¢ 6 g aew Ay
farily & FnfEy =1 9w ) gIR
qYfefesa o} @R a9 7 7@ fafamg
§ @re qi ax fgear foar | @@ ST A
S afsas ooT TET W @ fag
o1¢ & A feem faam § S g
AU T 3G FI A ITH TIATR AR
w0y o fgean faan § o g T w10
17 I fowd feear & W@ & a8 IR
wEe | W AR SEH A€ q99 AL
gem 1 ag grR 3w fafyaw A g3
R & | 39T q99 997 WHER 48 O fF
gyzrer AFEIET a8 | 99 9 91 &
| W T gU &R AR A & e g
TS a8 S SRARE F ATATIIIA FT
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qX A9 @ | gE aF 99T 9g § R
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FT wFUS ag ¢ fF 9T3EC AFT A
qfsereh 892X # S99 g1 | 9&F a% AR
A §, 4, AT g ey o wwar § FR
RS TT FAT FTEA EOT, T
Frarar s g &, fegmr e g o
T A GO | 98 99 FEH I B0
T Tl ¢ |
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£ fF e faomw onw forw Al wr
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gt 1 fag ad% ¥ EEET 9 o
[marim v #19 fFar &, s 9 ag
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FAGT HX e ARG F 90 &
T WA | g9 AT S IEE g
FHAT J[T AT 4T

2643

Wgl o UATSIAT FT AT g,
FEET & O § I &/ qaEz G
T § 7 o a0F ox B g €, &
ar 37 T ¥ @I} faet B 5 weAw
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FAR A1 7 478 §, § 20 a17 7 qqay
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AT & 98 AT9F AR JA FI @IF
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watfeers T gt gg oY, e o 99
WL AT TH FTH | TH1E FT Fagr T@v »
HTT F47 U qEY a9 § & fore e
F qF g% 7 aT 79 F9 & gF 7 (AfaeeT
qTES FY TN gAY Y, W FEAR F
T WH W IA AW AT AN FA0 Y
T ga% faes wady a7 @q g, feT
W IAFT FIFTT FT W F ATHAG FC
fear St 2, 91 & HqAT FTH TG GE
{ T & §FA § | T3 UF faoge AT
o & | ¥ @ A faFa avq
g 2w I F AWl 1 2T T
#7q 59 faoma & Y ) aeERy gifer
ALY FT FHG §, T ALK qH TF G0
T gL § gHT WAy fafaeeT aeg
#1 STl ¥ # qan wfgd | 7T
AT W aE 5@ a8 3w
ag & @nn v aar anfen v fF o
FH F R A TEAFRA T@d g1 [T Ay
I AATATEHAT T T & Y FTHATT
AT TFF g | TE ALY g =fgg BF
uw &Y I@ F 97 gl w7 AW qFE
FT 2 S F 929 ¥ &Y 37 F7A) W a5
gu &l | o AT o mrasy WLt T8
2, o171 =0RTE A e B %€ qvg w1 aar
faar &, feT St 1 oo 5 19 |/ WA
ar o R 898 ¥ 7w ° STHATY
T awd ¢ | efau Ry awdiw ag & fF
o9 39 #19 F faq sgae wefw w5
T A {F A9 A F Q4 F S b
@ 19 & fau 3w ¢ qu w@faFrT
F qifE § s ghae A FEAAESAT
F UHEAE HT T FT TH | W HT O
grefaa} ® g7 H19 & o Sifed A
fegeft A3 F ATHT FH & F7 AW |
T & TH FIH T IT ART FT F2fawT
AT FATiET AT faA 3 W w0 T TG
& | TWIF TR TRT & Aqw 9T
Iq FW F1 7T T FAAT A0RT b
gH WA qET % ACETT B AT UEF
gfeqa® FAM | JAT IEF TREH
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P & 99 qaTfa® ST FESTT a g

ITRM I A ¥, foee dgew ¥

FIAT g7 § W Y SURET T

% § ! AT FT 9, 938 7 fan 2 B @ QO F
, & FigHe FU, 98 g & wrad faleey
7 ¥ 7<) 717 3z & fr TEd ude F | o
i o aw @1 fasmg 9 F
i fFar #5903, 999 w=gr FW
BT @1 | USiE AN HoHT faoee aer
F fag @i & 93 g3 AR wrfarey

Surr 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.

FEM 4 | AT Tg AT @A g1 TS av
T fastaa 8T & TqIL § AEA |
TR AN & gF & oge ami |
HIEA & FSFL HF FIAT YE BT 77
T I A AF TIT FH HT
wa A2Y faar @t w9y aug iy
& o Y WY 3/ FW A FHAT TG
AR ECEARIEE R E SRR ]
T HH § gH FIAR IIT FAT 0T |
g O a9 R HiX 979 99 g9
M 9T ATRfaEl # e Awr g |
U FEG 99 AN FT & ST I 9%
AT 3 AT w7 wAS | WL ER
T g& 9 F GHd TET ¥ gW
O HHEE | FTAFE &1 959 § | @fay
AT FAT a8 8 fF wga o ) a9y
A0S Y & I8 FW FT o |

mfaT 7 & 4g g0 I § 5
Tga & fawd W @ € o aw
TEI G FEAET F W 9O TT I
@ & foer & st femm @t 2
qga § woe o g fowr fRawaw a
FHRE T aF gl faer 2 ) 9= aw
T FHLAET FT AoF &, IAT ToE AT
TEATET & qIX A TaHRE §F F F1
feraa &Y %7 @ & | AfEHA FET aw
FEY Feqfat 71 qTeers § I TRATEH
I TS VAT &g fomm @ & & qres,
&0 au 6 et g €, fafsm o 2
a1 g ggl e fafaed ¥ wf

Wl gegT A @ AT UR
w7 BT §, 38 & gt %1 1 59 fwen
Ft forwraa o 7 &, o= (MU & T mr
fF qar w17 T@ g =i |
Surt M. C. SHAH: If the hon..
Member has such specific complaints,
I will be grateful to him if he sup-
plies me with information so that I
can take action immediately, and I
will also inform the hon. Member-

whether the information that he has-
1s correct or not.

it geg¢ s @@ : Thank you
very much. & 7z %g ¢ @ FAT
=gaT & o 08 #18 @ 48 & F aga
dr faad = WY € 1 &9 agl 9% §,
BHH! 57, T H1 @G G 3 | F gqHT
qTE wEA fateet at aasag faamr
g '

mfac & #vT w2 °€ § fw faw
ATSER a7 | AL TF AZA a9 § AMA
ag wax foat, ga% A9 SR a8y 9
73 & o QO FTRATET & a7 o SO A
IGHT AFAT & | A(HT 39 GFALH
T BT I § AT WIOET TAT HAT
AT 9, AW FT TAT ARAHY AT
qEM [ FTHATET # a6 AW qEH
FTAT T T Ay 991 F <R FvEE
g ¥ @7 & 1 A gEs faars g,
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FAET &Y THAT | TATHE FT AL
FJAF T Gl & | AW wEH -
Aew § 1 A1 5 sgRefes WAy 7
AYAATEAAA TG T Tl | AAAATI-
FEA A FTHATE AT Y I8 § al
T SHEFETET FIAT TS0 | 0 aF
# wTuaT qaselg faem v 8% ST g
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Surri 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
tpeen 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 Depart-
ment 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
advanded that 1t 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
»measure 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.
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We had by a resolution-passed in the
Lok Sabha as well as by the Congress
Avadi Resolution, decided on a social-
istic 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 nationalisa-
tion 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
politimal parties and leaders in the
country have been insisting that bank-
ing and insurance should be nationa-
lised. With that idea, this measure
has been brought forward.
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Surr P. S. RAJAGOPAL NAIDU
(Madras): Thé Rural Credit Survey
Committee - never said that the
Imperial Bank should be nationalised.
They only said that a State Bank
should be established.

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

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

Sur1 C. P. PARIKH: I will correct
myself if I am wrong on reading it
again. ~

Surr M. C. SHAH: Anyway, that is
not a matter for a fight.
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Surr C. P. PARIKH: I never go in
for any fighting. I know my respon-
sibilities, 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 nationa-
lisation not only of one industry but
of many industries. And so, when
Government comes forward to nationa-
lise this industry, we cannot blame
the Government for it. I rhink 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. 1
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 Govern-
ment 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 what-
ever they desire in the manner they
desire. I want to point out that if we
do not know how to control and re-
gulate, we shall not be able to run
the concerns which we desire to own
as efficiently as we like. The prece-

dent is there in the air-lines
3rM 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
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adjust it in a way in which we desire
but it does not mean that the publie
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 dis-
charge the duties to the country and
our Administration which is not ade-
quately 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 under-
take such adtivities 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 Govern-
ment 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 he restrict-
ed, if we want to have real develop-
ment 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
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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 jeo-
pardised. These are the two-objec-
tives. 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 con-
trol which could have achieved this
object and that regulation and con-
trol T am just advocating on this
ground that the whole speech of the
Revenue and Civil Expenditure
Minister was based—maore or less 70
per cent. of it—on abuse of invest-
ment 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 invest-

ments 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 com-
panies? 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 anies, not of composite companies.
\.hat are the reserves with them?
The reserves with them are Rs. 141
c-ores. So with a capital of Rs. 25
lakhs, eight companies are enjoying
control of Rs. 141 crores. It is not
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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
shares and when they got the control,
they got control of the funds. What-
ever 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 1 say that the Gov-
ernment acted in a slow and tardy
manner in 1950 when they amended
the Act. They should have imme-
diately put a stop to these and seen
that the investments of the com-
panies should have been cent. per
cent. not 99 per cent. even, in Gov-
ernment securities. I have Dbeen
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 Minis-
ter 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 ship-
ping companies are begging for
money and because shipping is the
least remunerative there is no invest-
ment 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
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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......

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

SHrr 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...... '

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

Sur1 C. P. PARIKH:
facts.

1 am stating

Surr M. C. SHAH: All these insti-
tutions 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.

[ 14 MARCH 1956 ]

Provisions) Bill, 2654
1956

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

Surr C. P. PARIKH: I can explain
this argument {hat if the private
sector invests Rs. 50 lakhs in an indus-
try which Government wants to deve-
lop, then Government is prepared to
advance Rs. 2 crores on that invest-
ment 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 fo 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.

Pror. G.
crores?

RANGA: Seventy-two

Surr 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 thsse
shares. They get the same return of
6 per cent. in them just as they get
in other shares. In other concerns,
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 empha-
sise. I submit that there must have
been a provision to say that all the
investments of these insurance com-
panies should, cent. per cent., be in
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Government securities, in Central,
State and Municipal debentures. They
are all guaranteed by the Stale. 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 securi-
ties, 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 intelli-
gent, 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 insur-
ance industry was under severe criti-
cism by the public. This nationalisation
of this business would not have
occurréd 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 cent.
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 Govern-
ment should not be blamed for taking
the action that they did. The private
industry should have voluntarily act-
ed in anticipation and met the criti-
cisms 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.
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Sarr M. C. SHAH: So it is well-

balanced.

Surr C. P. PARIKH: What I say is,
the way in which the insurance indus-
try has expanded in our land is some-
thing 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 appre-
ciation 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 exidt. 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 com-
panies 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 busi-
ness 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 resourcés, much beyond what
we imagine them to have. Even then
we have about 90 per cent. of the busi-
ness in our hands. This fact merits
recognition from the Government.
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Member himself has said that there
was this profit motive for all this.
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SHr1 C. P. PARIKH: But they have
got all this business.

With regard to {he money that we
require for our planned economy, the
statement has been made that there
is only an annual indrease 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 point-
ed out and to which the hon. Finance
Minister did not give a proper reply.

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

SHrr 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.

SR JASPAT ROY KAPOOR:
Perhaps the hon. Member does not
like even that amount to be held in
non-approved investments.

Surr 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, pre-
ference shares, etc. They say they
have made the necessary provision.
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But I again say this is a wrong thing.
We should not allow so many con-
porations in the country all to finance
the private sector. There is the Indus-
trial Finance Corporation, there are
the State Finance Corporations, there
is the Industrial Development Cor-
poration 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 Corpora-
tions 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. There-
fore, I submit when the other Bill
comes up, it should be seen that this
new corporation need not have invest-
ment powers. They may give all
these funds to the Industrial Finance
Corporation or to the Industrial Deve-
lopment Corporation for the indus-
trial development of our country
whether it be in the private sector or
in the public sector.

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

Suri C. P. PARIKH: All these Cor-
porations are controlled by the Gov-
ernment which is ultimately respon-
sible to Parliament.

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

Surr 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 dorporations
with investment powers.

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

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

expect.
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Now, Sir, I will come to the ques-
tion of penetration into the rural

areas. That is a good point which has
been made. If this industry is
nationalised, the rural sector aan

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 insur-
ance 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 com-
ing 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 point. 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 Govern-
ment. We should not allow such high
rates. If things can be managed by
giving 65 per cent., there will be the
question of the balance of 25 per cent.,
because at present that 25 per cent. is
going aw:y. 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
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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
cant. 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 Govern-
ment 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, Govern-
ment 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 com-
peting. When this business is mono-
polised 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 come forward with

explanations which we will not be
able to wunderstand. Then, Sir,
Sweden and Norway are socialised
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countries, but they have not national-
ised this insurance business, because
they know how to regulate and con-
trol this business, which we unfor-
tunately 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.

Pror. G. RANGA: But are we not
allowing the foreigners to do insur-
ance business here?

Surt C. P, PARIKH: But we are
not allowing them now in life busi-
ness. (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. 1 think, Sir, the activities
of all those fifteen companies except-
ing 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 busi-
ness. That fact cannot be denied.
Now that number will have to be
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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 trans-
lating 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 func-
tioning. All that happens is 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 dene
anything about them. If we have
found a way to tackle this pro-
blem in those cases, then we can apply
the same thing to the insurance indus-
try 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 any-
thing 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 1s
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. There-
fore it is for the Finance Minister to
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note that these women agents—they
are nearly 35 per cent.—are there in
such large numbers because of the
income-tax and super-tax which one
has to pay. That is why this pheno-
menon 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.
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The hon. Minister has said that 25
companies have gone into liquidation
and 25 companies have been trans-
ferred to other people. If you exa-
mine the position in other countries,
I say that you will find that the posi-
tion is much worse in other coun-
tries. 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 bzen nqtiohalised.
Sir, we have nationalised wisely
and judiciously what we can and
what we are capable of administer-
ing. Life insurance is not a diversi-
fied activity but general insurance

is a very 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 fleld 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.

Pror. G. RANGA: WMr. Deputy
“hairman, 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
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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 whe-
ther he is happy that the life insur-
rance business is at last being
nationalised. He has given aiguments
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 insu-
rance is concerned so that that at
least can be saved for private enter-
prise. I sympathise with him but
at the same time I am not prepared
to take up those arguments that he
has adduced today against national-
isation of this section of ‘he 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 the vast number of

our people in the country? My ans-
wer is in the affirmative. We want
to reach all the people. The next

question is—are we in such a great
urgency to reach these people? There
also there cannot be any doubt. We
are in very great wurgency. 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
reach these peopla and tap their
savings? It is to ward off the dan-
ger 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
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assure ourselves that through the
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 sav-
ings? The very prograss or failure
to progress of our life insurance in
that direction to that extent war-
rants us against having great expec-
tations from the life insurance busi-
ness as it is today of achieving with-
in the time that we have placed
before ourselves economic progress or
of laying and broadening the econo-
mic 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
expepditious steps, emergent steps, to
go beyond the confines or the hori-
zon of the present life insurance
business and try and reach the
maximum number of our people in
our country who could be expectad
to save something and lay by some-
thing 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 parti-
cular step and I stand here today to
lend my support to this Bill.

It was argued that the Govern-
ment did not give any notice to any-
body. Sir, I am glad that the Gov-
ernment 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 suc-
cess they have achieved in imple-
menting this nationalisation in the
effective manner in which they did, I
think, on the 19th January. 1 was
told that so far as Madras was con-
cerned, nobody knew anything. Not
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a breath of it was whispered to any-

one. All of them, the Managing
Directors, General Managers and
various other pzople with their keys
and other things went to their offi-
ces. When they went there they
found themselves confronted with
some gentleman with an authorisa-
tion 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
Delh1 to other places, not in the usual
service planes but in spacial planes
commandeered by the Goverument.
They all went there. They themsel-
vas 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 pro-
ceeded to Masulipatam. When he
went to Masulipatam the envelope
was broken opan and the authority
was displayed before the officer con-
cerned of that insurance company.
In that expeditious, careful and
judicious manner this Ordinance was
implemented and I think the Govern-
ment of India deserves all congratu-
lations.

SHrr M. GOVINDA REDDY (My- -
sore): The Controllers also.

Pror. G. RANGA: And fourthly,
in regard to this particular business,
would it be possible for the nationa-
lised 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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canvassing him. It is possible that
tomorrow only one man would be
going to him. But nevertheless in
the past he did not have the assur-
ance that his money would be safe
and from today onwards, every
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 managem®&nt
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 poli-
cies, place their money at the dispo-
sal of the Government. Secondly,
I am hoping the working expenses,
or the working expense ratio as
they call it, can be. brought down
and will be brought down. Of course,
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 experien-
ce of the other countries when you
reach more and more people and
insure ever increasing sums of money
and more policies, it might be possi-
ble 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 for Mr.
Parikh to deplore the fact that there
may be some retrenchment. Well,
there is bound to be some retrench-
ment. But these people are not
going to be wholetimers. They are
not wholetimers now, not every in-
surance agent is a wholetimer. To
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him it is only a part time employ-
ment and to the extent that they
come to be thrown out of employ-
ment, certainly to that extent work-
ing expenses will have to come down
and will come down and, therefore,
1 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 confi-
dence and gain more and more poli-
cies from them? 1 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 expla:
their case it would be easier for them
to persuade them and gain their con-
fidence and get their policies. Where-
as in the past and till the other day
a prospective policyholder was like-
ly to be confused because of the
conflicting reports that were being
placad before him by these compet-
ing agents saying that such and such
a company is about to be liquidated,
such and such a company is being
specially watched by the superinten-
dent. Another company was being
given notice of and warnings and so
on like that. Naturally a prospec-
tive 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 I«
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 1 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 confldence 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 & 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 inefliciency, 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. 1t was
not a co-operative concern. It was
entirely the industry of the prosit-
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 Ordin-
ance.
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Pror. G. RANGA: 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, peo-
ple 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 grow-
ing. 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 Iast four
or five years there were only ten or
fifteen Ordinances per annum—even
less than that, five or six—and there-
fore, it does not seem to be such a
frightening prospect. But, neverthe-
less, even supposing that it is a bad
thing to do, in this case, anyhow, it is
not a bad thing. But then why won-
der 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‘jonal programmes and they did not
know in which other way they could
get at the largest number of people in
our couniry who can be expected t9
save something from out of their day
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to day incomes and expenses. There-
fore, 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 in-
vited by the Planning Commission
into a conference with them. We also
discussed the matter and we express-
ed 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 sug-
gested 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 Govern-
ment, according to me.
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In conclusion, I would like to put
forward two suggestions. One is whe-
ther it would no! be in the interest of
democracy as well as State manage-
ment of this great industry to allow
Sta'e (Governments to carry on life
insurance business, so that there might
bc some scope for some amount of
competition—as was put yesterday by
Shri Ghose “socialist competition”—
between the State Government insu-
rance 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 socie-
ties 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. But in the meanwhile, this
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v nationalisa'ion has come, I would like
the Government to examine the pos-
sibility also of utilising that institu-
iton, if nol entirely, to reach rural
people at least to supplement the funds
that the Government of India would
be making through this Corpora.ion.
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On this question of <co-operative
insurance, there is already an amend-
ment 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 opportu-
nity 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
msurance would be encouraged. No.
But I am hoping that it will be pos-
sible that by adopting these two sug-
gestions tu the extent that the Gov-
ernment of India might find it possible
and practicable, they might ensure
greater efficiency on the part of the
Corporation and the Stale insurance
pbusiness that we have decided upon.

Pror, A. R. WADIA (Nominated):
Sir, 1 admire and envy the ease with
which some of my friends, especially
Mr. Ghose and Mr, Xapoor, have
wholeheartedly supported 7this  Bill
and yet advanced arguments which
knock the bottom out of the Bill. It
has, to a very great exient, 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. Minis-
ter 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 contin-
gency should have arisen. At the same
time, we should not forget that there
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have been very many good Indian
companies which have built up insu-
rance business and carried it on
with very great satisfac.ion. Now, in
their zeal to put down bad companies,
I am afraid the Government have also
done a great injustice to good com-
panies. They have not cared to dis-
tinguish between the goats and the
sheep. The good companies now find
that the only reward for all the pio-
neering work that they did, for all the
honest work that *hey did is that over-
‘%ight 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 surpris-
ed 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 pub-
lic interest. Every answer as given
by the Government is in public inter-
est. 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. Goverament can
carry on anything in public interest
by means of Ordinances.

The real jus‘ification for legisla-
tion 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—I19th
January 1956? On the admission of
the Finance Minister himself, Gov-
ernment have been well aware of
those companies which have not been
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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.

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

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

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

Pror. G. RANGA: It is only a for-
mality.

Pror. A. R. WADIA: According to
Prof. Ranga, simply because there is a
steam roller majority, every legisla-
tion becomes a formality. But that is
not a correct atti'ude to adopt, This is

not doing justice to the Par-
4 p.M, liament, and I am perfectly cer-

tain tha* 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 nc
jus‘ification whatever for doing this.

Surr H. C. MATHUR: Is it not a fac!
that the Opposition is one with the
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misrepresenting the attitude of the
Opposition.
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Surt  BHUPESH GUPTA (West
Bengal): It all depends on who sits in
the Opposition.

Pror. A. R. WADIA: I understand
that. But even many Members ¢f the
Opposition were arguing on behaif 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 under-
stand the Opposition being whole-
heartedly for the nationalisation of
every industry. I can understand that.
I can understand even the Congress
Members arguing for the public sec-
tor. 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 impor-
tance of the private sector in the eco-
nomy 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. [ do not
know that Government—not merely
with the capital G but with every
letter in the word in cabitals—is
entirely iree from the ordinary
human weaknesses. We know how
many defects Government enterprises
have, thanks to the Public Accounts
Committee and the Auditor General.
They have exposed so many defects,
defects which of course exist 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.

Pror. G. RANGA: It is not so easy.
Pror. A, R. WADIA: 1 am assured

py a person who is very well-versed
in the insurance business that no in-
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surance Act in the world is so very
stringent as our Indian Insurance Act.

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

Pror. 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 itg inefficiency. 4

Sury BHUPESH GUPTA: We con-
demn both the private sector and the
Government. -

Pror. A, R. WADIA: What wil} you
have then?

SHrt BHUPESH GUPTA: The public
sector under popular control.

Pror. A. R. WADIA: Now, it has
been very naively argued that as soon
as this business is taken over by Gov-
ernment, the cost will be less. I have
my honest doubts about it. Govern-
ment offices are always more costly
than in the private sector. I am per-
fectly certain that Government officers
on an average show muc® more indi~
fference than any private office. I am
perfectly certain and I know it from
my own experience that clerks in Gov-
ernment offices spend much more time
in drinking tea or eating pan than
they would dare to do inte—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 policy~
holders do get their claims settled very
quickly. It is extremely difficult to get
any money out of Government Depart-~
ments, 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 insur-
ance business also. There ¥ going to
be a lot of delay. I am mentioning
this so that the Finance Minister may
see that these delays are lessened as
much as possible,

Surr M. C. SHAH: May I draw the
hon. Member’s attention to the Bill
where we have specifically said “on
commercial lines”?

Pror. 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
those persons who would have blind
faith in the efficacy of the Govern-
ment, 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 UK. or the U.S.A.
which are dubbed as capitalistic, arr
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 ini-
tiative. but especially in the insurance
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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. 1 myself
have benefited by it. The Mysore State
long ago started this insurance business
and made it compulsory for every
Government servant to be insured with
the Government Insufance Depart-
ment, and they extended the benefit to
the public also. Only two days ago
the Chief Minister of Mysore in his
stdtement 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 conti-
nue 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 mono-
poly, even if it be a Government mono-
poly, If in any one year they flnd a
heavy deficit, there will be a tempta-
tion on the part of the Government
sudderly to ‘incrcase 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 Govern-
ment on its mettle and they should
not feel that, since they are a mono-
poly, 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
fature legislation, I do appeal to the
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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 the compa-
nies, and they can easily distinguish
between good companies and bad com-
panies, and I think it is up to them to
encourage the good companies to con-
tinue to do their work.
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Another suggestion that I would
like to make is that insurance should
be made compulsory for all Govern-
ment servants. It will be of great
advantage to them, and I sm sure
every Government servant will appre-
ciate that advantage especially at the
age of 55.

I know that the insurance compa-
nies existing at the present time have
not been able to do any effec.ive
work in the rural areas, and if insur-
ance is good for the urban population,
it is equally good, perhaps even better,
for the rural population.

[THE Vice-CHalIRMAN (Sur1 H. C.
MaraUR) 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.

Surr 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
ihat age and even the Government
will not insure my life now.

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

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

[RAJYA SABHA]
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Tee VICE-CHAIRMAN (Suri H. C.
MarHUR): Let him go on.

Surt 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 1voo 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 Opposi-
tion 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 oongratulate my friend
Mr. Abdur Rezzak Khan from West
Bengal for his very able, forthright
aind outspoken speech which to my
enjoyment, I relished and enjoyed in
full and which delight could not be
made use of by others who, unfor-
tunately for them, do not understand
Hindi or Hindustani. Sir, nationalisa-
tion 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 is
not, a step towards that direction?
What is that much dreaded Com-
munism which is the plague of the
US.A and of the UK.? Is it the
same as that displayed by the speech
of my friend Mr. Abdur Rezzak Khan?
T don’t think there was anything of
which anybody should be afraid. To
me he appeared to be absolutely,
purely and completely nationalistic



2681 Life Insurance

(Emergency

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 rewoncile 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 unfor-
tunately 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, earn-
ing Rs. 6,000, Rs. 8,000 and Rs. 10,000
a month because of being the manag-
ing 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 nationa-
lisation of insurance business.

Now my other anxiety is that even
the insurers who were carrying on
this business have got to be rehabili-
tated and a job fitting to their quali-
fications has got to be found for them.
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
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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 Govern-
ment should have every regard for
innowant 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, pro-
verbially slowly but in this case, they
acted with expedition and they
deserve all praise and I am in perfect
disagreement with those friends whe
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 propetr
that even the Opposition is praising
it and supporting this measure
wholeheartedly.
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1 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 insur-
ance 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 Govern-
ment in due course.

The Finance Minister in his speech
informed us that 120 Custodians were
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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 Govern-
ment in order to do "this business.
This is the way in which the Govern-
ment ats on occasions of emergency
and this Bill has rightly been called
“The Life Insurance (Emergency Pro-
visions) Bill.” And the regular normal
Bill will be coming before us in due
course. ’

So let us not talk now of demo-
cracy 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 mean-
ingless 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 totfalitarianism,
whether this adtion of the Government
is a democratic action or it is a totali-
tarian 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 dis-
liked 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 some-
thing 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
Becretariat is ours and we should set
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things right. You should have the
necessary courage and......

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

SHr1 H. P. SAKSENA: No, nothing
is on paper. What proceeds from me
is translated into action. I am in
favour of removing untouchability
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, 1
am nof going to waste my {ime 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, 1956
and they say during these six years
and few months, some 74 Ordinandes
have been promulgated and....

AN Hon. MEMBER: Seventy seven
Ordinances.

SHrr 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 wunusual thing, an
uncommon thing, when an abhnormal
thing arises on the surface and then
the President is requested to pro-
mulgate an Ordinance. It is not &
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
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ance is issued. And the very first.

opportunity, the earliest opportunity
is taken to convert that Ordinance
mto 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 wused as and
when necessity arises.

Sir, almost each and every hon.
Member who spoke before me has
advocated and emphasised the neces-

sity of introducing this indurance
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 peo-

ple 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. Former-
ly it was the practice that the life in-
surance 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 wvast and
extensive, should be vigorously pur-
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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 pri-
vate 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 1s a very tiring work and
Government will have to employ peo-
ple who have some taste for doing
social service. This work should be
entrusted to their care, and then alone
it ean 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 warn-
ing that if we find in the coming years
that the textile industry stands in
need of being nationalised, the Gov-
ernment will not be slow in taking it
over. ‘ :

Surr P. S. RAJAGOPAL NAIDU:
Mr. Vice-Chairman, I am for life in-
surance nationalisation, not only the
life insurance business, but also the
general insurance business. But I
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-opera-

| tives also being nationalised. And I

shall adduce my reasons towards the
end of my speech with regard to that.
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Sir, Members on both sides of this
House have supported the nationalisa-
tion of insurance. There is not even
one dissenting voice about the nation-
alisation of insurance, though only
two eminent Members of our
who had spoken this morning who
were only against the way in which it
has been nationalised, against the
modus operandi ~that has been adopt-
ed by the Central Government fqr
nationalising insurance.

Sir, all of us know that nationalisa-

tion 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
jnsurance. 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 peopee with whom I came
m 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 busi-
ness people were not prepared for in-
surance being nationalised. I am glad,
Sir, that not much time was given to
these people for preparing themselves
to enter into certain bogus transac-
tions 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 res-
ponsible 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- |
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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 cate-
gory of capitalistie insurance compan-
ies overlooking the distinguished fea-
tures of their working and manage-
ment. Sir, co-operation is no doubt a
good business, and co-operative con-
cerns have handled very well small-
scale industries and also heavy indus-
tries. 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 2urbed by
several officers of the Co-operative
Department. Sir, service to the peo-
ple 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-epera-
tive society is to encourage thrift, self-
help and mutual aid, and it is to in-
culcate that principle of thrift that
the co-operative movement exists.
Sir, everybody knows how co-opera-
tive 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-operativesthat are allow-
ed 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 rurval
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-opera-
tives that they had spread their move-
ment 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 | by a person, he gets only one vote. He

insurance companies. A few policy-
holders join together and start a co-
operative insurance society. Second-
ly, there is no question of any manag-
ing director. In the cooperative con-
cerns there is no question of pay-
ment of thousands of rupees by way
of remuneration to the managing
director or manager as is in vogue in
the case of private insurance cor-
panies 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 in-
surance companies today.

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

THE MINISTER ror REHABILITA-
TION (Surt MeHr CHAND KHANNA):
We are discussing that very point.

SHr! P. S. RAJAGOPAL NAIDU: 1
was saying that we do not find in co-
operative 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 ques-
tion of profit motive in a cooperative
concern. There is no question of any-
thing more than 6% per cent. being
declared as dividend in any coopera-
tive 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 bene-
fit 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, what-
ever may be the number of shares held

may have a policy for Rs. 100 or a
policy for a lakh of rupees, yet he will
have only one vote. That is every-
body will have an equal share in the
management of affairs of the coopera-
tive institution.

Sir, the most important difference
between a cooperative insurance con-
cern 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 coope-
rative movement. That is the most
important

difference between an

. o
ordinary Insurance company and a
cooperative insurance society. e

Sarr JASPAT ROY KAPOOR: Is it
according to the Articles of Associa-

tion or is there a statutory provision
like that?

Serr P. S. RAJAGOPAL NAIDU:
There 1is statutory provision. No
amount other than what is to be in-
vested 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 com-
pany in Madras has invested its sur-
plus funds which will show that not
a pie has gone out of the cooperative
movement. The South India Co-opera-
tive Insurance Company has invested
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-ope-
rative Bank, Rs. 42,700 in some Dis-
trict 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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insurance society in the South——and
I am sure the same principle is be-
ing apnlied in all the dther coopera-
tive 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 In-
surance and on the other side there is
the Registrar of Cooperative Societies.
Their accounts are audited periodical-
ly by the auditors of the Cooperative
Department who are appointed by
the Government. d

Coming to the issue of policies, I
have already bricfly 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 per-
sons 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 agenis to the villages for
booking people for policies for Rs. 100,
Rs. 200 or Bs. 500. The cooperative
movement has spread to every nook
and corner. There are rural coopera-
tive societies, so far as Madras is con-
cerned at least, in every alternate vil-
lage. 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 under-
standing between the rural credit so-
ciety on the one hand and the coope-
rative insurance society on the other.
And I have not come across any mal-

practlices 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
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because from last year even the coope-
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rative insurance societies are’ being
taxed. They are tireat 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 agreas through
various types of cooperative orga-
nisations 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 compara-
tively 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 co-
operative insurance company. I shall
give instances of four leading co-
operative insurance companies in India
and compare them with other insu-
rers in India and also abroad. Take
for instance, the South India Co-ope-
rative Insurance Company, the num-
ber 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 vaiue of
policy Rs. 1173. Take the average of
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 some- -

thing 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 bracket-
ed 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 advanc-
ed countries or developed countries in
the world, we lack in what is called
cattle insurance and crop insurance.
That is a general busjness. Unless
" it is a paying concern, I do not think

any private company will be interest-

ed in doing cattle insurance or crop
insurance. The insurance that is be-
ing 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 insu-
rance and crop insurance. And that
can be done only by way of general
insurance. Unless general insurance
is also nationalised this sort of busi-
ness cannot be undertaken. Why I say
that cattle insurance and crop insu-
rance are very important is this.
Everybody knows that in our country
we have vagaries of monsoon and
one cannot depend upon the mon-
soon 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 im-
prove 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.

2

[ 14 MARCH 1956 |

Provisions) Bill,
1956

Sur1 BHUPESH GUPTA: Mr. Vice-
Chairman, much has been said about
the secret manner in which the Ordi-
nance was promulgated by the Gov-
ernment. In this connection, I would
only like to read an information which
our office has received from a gentle-
man in Calcutta, who claims to be a
member of the Calcutta stock ex-
change, also a member of the Bombay
stock exchange. The letter reads as
follows: —
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“On February 19th, the Life Insu-
rance 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 re-
mained almost closed like for a
month and even now the business
is not more than 10% of the nor-
mal. The full moneymaking ad-
vantage was taken by Birlas on
one side and the general public of
Country suffered losses on other
side.”

Then 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 ex-
change and who is also a journalist....
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Suart JASPAT ROY KAPOOR: What
is the name?
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Suri BHUPESH GUPTA: I won’t
give the name at this moment, be-
cause 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.
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, be-
fore it is notified to the public. This is
the point I am making. Obviously
according to this letter, 1t seems be-
tween the signing by the President
and publication they had come to
know of it and took necessary
steps in order to safeguard their inte-
rests 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 Calcytta 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 invesligation.

Sur1 K. SURYANARAYANA
(Andhra): Have they mentioned any
time?

But -
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sHrr 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.

P

SHr K. SURYANARAYANA: If it
is true, it is a strong ecase.

Surr 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 pro-
per steps should be taken.

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

TrHe VICE-CHAIRMAN (Sur1 H. C.
Maraur): 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. |

The House then adjourned
at five of the clock till eleven
of the clock on Thursday, the
15th March 1956.

Rajya Sabha Secretariiil]
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