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[Shri B. C. Ghose.] the end of the Question 
Hour, he was pleased to say: 

"As regards the name of the absconder 
which was asked under question No. 352, I 
have just obtained his name and in order 
that there may not be any suspicion in the 
mind of any hon. Member I may, with your 
permission, give the name of that 
absconder It is Shri Narbada Prasad Singh. 
As to whether he is a Member of a 
Legislative Assembly and as to his 
affiliation to any party, so far as the office 
is concerned, they have got no informa-
tion." 

I am sure the hon. Minister would have been 
well-advised to stop there, hut he went on to 
say: 

"But my colleague Shri Raj Bahadur 
informs me that he is an M.L.A. and he 
belongs to the P.S.P.,, 

The fact of the matter is that this gentleman 
resigned from the Party in March, last year 
and he joined the Congress Party. Although 
he is a member of the Vindhya Pradesh 
Assembly, I am told, I do not know the reason 
why he has enrolled himself as a Congress 
member in Uttar Pradesh. 

MR. CHAIRMAN: All right. We have 
nothing to do with it. You want to make out 
that he is not a member of your Party. 

(Interruptions) 

ALLOTMENT OF    TIME FOR    THE 
APPROPRIATION BILLS 

MR. CHAIRMAN: I have to inform 
Members that under rule 162(2) of the Rules 
of Procedure and Conduct of Business in the 
Rajya Sabha, the following time is allotted for 
the completion of all stages involved in the 
consideration and return by the Rajya Sabha 
of the following Bills, including the con-
sideration and passing of amendments, if any, 
to the Bills:— 

The Appropriation   (Rail 
ways)  Bill, 1956 _____  3 hours. 

The Appropriation   (Rail-, ways)      No.      2     
Bill, 30 minutes. 1956 
The Appropriation   (Railways)      
No.      3     Bill, 1956 
The Appropriation (Rail 
ways)      No.      4 Bill,        [    45 
1956 .. f minitfes 
The Appropriation (Rail 
ways)      No.      5 Bill, 
1956 

The   Appropriation   (Vote on Account) Bill, 
1956... ./5 minutes 
MR. CHAIRMAN: I want to say that 

tomorrow evening we are adjourning. We 
have these Appropriation Bills and I have got 
here ten speakers who wish to speak on the 
Insurance Bill. 

PANDIT S. S. N. TANKHA (Uttar Pradesh): 
I will be the eleventh, Sir. 

MR. CHAIRMAN: So there are 11 
Members wishing to speak. We have said that 
if there is time, there will be a discussion on 
the Union Public Service Commission's 
Report. Therefore, if you are anxious to 
complete this, the Appropriation Bills, and 
also to consider the Union Public Service 
Commission's Report, you will have to be 
brief in your remarks, and try to do these 
things as speedily as possible, and for the 11 
speakers today I can only allot a maximum of 
15 minutes each. I hope, they will not take all 
that time and they will be able to say what 
they have to say in as short a time as possible. 

Now, Mr. Bhupesh Gupta. 

THE LIFE INSURANCE (EMERGENCY 
PROVISIONS) BILL, 1956 —continued. 
SHRI BHUPESH GUPTA (West Ben 

gal) : Sir, I do not know whether I 
will be able to say what I want to say 
in 15 minutes' time. Since I started 
yesterday ............  

MR. CHAIRMAN: You have taken five 
minutes. 
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SHRI BHUPESH GUPTA: All right. I was 
dealing with the question of nationalisation 
and as I said, . generally we welcome this 
measure, but at the same time, we would like 
to .raise certain points for the consideration of 
the Government. I was a little surprised that 
this Bill should have been opposed by Pandit 
Kunzru.   Quite apart from the fact 
that he tak 
es exception to the ordinance having 
been issued in this manner, he thinks 
thftt there are other ways of dealing 
with insurance companies when they 
are indulging in such malpractices.   I 

i think, he would not be well advised to have 
that view of the matter after all that we know 
of these insurance companies. I would like to 
stress in this connection that the insurance 
companies undoubtedly had played a part and 
have a part to play in the future also, provided 
they are well managed 

: and provided they get an orientation as far as 
their administration is con- 

. cerned. 

Sir, Mr. Parikh wanted to make out 
yesterday that the Finance Minister should pay 
some tribute to the pioneers in the industry 
who have ousted the British and built up this 
indus-• try. I think, it is too late in the day ~to 
ask for such tributes either from the Finance 
Ministry or from anybody   as far as the 
gentlemen of the insur 
ance business are concerned. We 
know that in the old days, say about a 
quarter of a century ago, or in the 
beginning of the century, most of these 
companies were started by men who 'had 
certain pioneering ideas and this •insurance 
business was backed up, as you know, by the 
Congress workers and by the political 
movement of the -country of that time. For 
instance, the Hindustan Co-operative 
Insurance Society  in  Bengal  had  the  
unstinted •support of Deshbandhu Chittaranjan 
Das, and many political workers participated 
in the work of this company in order to build it 
up. A relation of Rabindranath Tagore, 
Surendranath Tagore, was in the pioneering 
line. Then what happened in his life time? " 
Tagore was ousted from the business, and it 
was taken over by some other 19 R.S.D.—3. 

people, and all those agents and officials of 
the company who, by the sweat of their brow 
and their unfailing efforts built up this 
business of insurance in that part of India, 
were neglected when the business came into 
the grip of monopolists. That is how the 
insurance business has developed in our land. 
Gradually, it is the monopoly which began to 
concentrate in this industry. Men with good 
ideas were ousted and men with aims of 
profiteering and of making money took their 
places, and turned the whole institution into a 
cesspool of corruption and malpractices. This 
is what we want to say in this connection. 

Here, as you know, today, the con 
centration is so big that I think there 
is hardly any other industry where it 
is entrenched so much as in this 
insurance industry. For instance, it 
was pointed out yesterday that eight 
insurance companies, with Rs. 25 lakhs 
of paid-up capital, control a reserve of 
Rs. 141 crores and Mr. Parikh pointed 
out that 20 companies enjoyed 80 per 
cent of the insurance business. Here 
is a book by Mr. H. D. Malviya pub 
lished by the Indian National Cong 
ress. It says that five big concerns 
control over 54 per cent, of the life 
business in force as far as life insu 
rance is concerned. These are: Ori 
ental, New India, Bombay Mutual, 
National and so on. Now, who are 
these people who control these indus 
tries? They are, you find, the Singha- 
nias, Birlas, Tatas, Goenkas and so on 
—that great group you find here again 
controlling the industry. The same peo 
ple again control a number of com 
mercial undertakings and important 
banks in our country, such as the 
United Commercial Bank, Hindusthan 
Commercial Bank, Hindusthan Mer 
cantile Bank, the Punjab National 
Bank, the Bank of Jaipur, the Bank 
of Baroda, the United Bank of 
India _____  

SHRI SHRIYANS PRASAD JAIN 
(Bombay): I may clarify that the Punjab 
National Bank is not controlled by Dalmia. 
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SHRI BHUPESH GUPTA: I have not 
named anybody. I do not know who controls 
what. There is- a Bengali  saying: — 

Thakur ghare fee re? Ami to 
kala khai nai 

which means "Who is there in the temple?" 
and the reply was " I am not eating bananas." 

Now, Sir, what I say is that a small number 
of people, with a tremendous power of 
money, control the insurance business and it is 
these people who control the industry, who 
dominate over the industrial and commercial 
world of our land. Not only that, it is these 
people, again, who control the newspapers of 
the country. Such is the big chain when you 
deal with these gentlemen of the Big Money. 
Similarly, the foreign insurance and the 
general insurance, by and large, is in the grip 
of the British and the foreign insurance 
concerns. I will come to that later. 

Then, we find that, I think, it was in 1912 
that the Government was thinking of 
establishing a certain amount of control over 
the business. 'iVien, of course, came what is 
known as the comprehensive Act of 1938 to 
control the insurance business in our country. 
Now, I am not going into the details of this 
Act. We know that much was said about this 
Act, but it is equally true that these Acts did 
not remedy the situation and the monopolists 
went on merrily making money out of the 
public funds accumulated in the insurance 
companies. During the war period again, I 
think—if I am wrong Mr. S. P. Jain will 
correct me— these gentlemen, these 
monopolists, holding this insurance money in 
their hands, went in for a lot of speculation. 
The funds over which they had comi-mand 
were utilised for all types of blackmarketing, 
profiteering and speculation and all that. For 
that I have the authority of the Finance 
Minister's speech made in the other House 
wherein he gave a catalogue of things, acts of 
omission, commission and all that by these 
gentlemen.     And now 

you know some of   them have   been arrested; 
the others are apprehended; some are joining 
the Congress party, and what not.   Do not take 
them in the-Congress if they want to join.    
You. would be better without them.    This is 
what has been happening all these   years. 

Now, one should have thought that after the 
transfer of power, the Government  would  see  
to  it  that  these   . people   were   checkmated   
and    the insurance     business   in  our   
country,. built on public funds—the funds 
which i have been held in a fiduciary capacity 
—would   be  run- properly.    There  is 
nothing  of  the  sort.   What  did  they do? I 
can give one example.    In 1948,. the then 
boss of the Hindusthan Cooperative  Insurance,  
also  a  renegade of the Congress party, under a 
ban of 20    years    expulsion,    was   suddenly 
pitchforked' into    the    Ministry    and given 
the portfolio of Finance Minis-, ter.    I hope 
you have got the name. I  do  not  like  
mentioning  the  name', here.    He was  a well-
known  person 

. in his own capacity. Now, he was 
made the Finance Minister. I would 
like to know how he ran the 
insurance. Even if it would mean a- 
post mortem examination, we would" 
like to know; ______  

DR. RADHA KUMUD MOOKERJI 
(Nominated): Is it proper to refer to a 
deceased person? 

(Time  bell rings.) 

SHRI BHUPESH GUPTA: I have-not said 
whether he is deceased or" alive. 

MR. CHAIRMAN: Your time is over. 

SHRI BHUPESH GUPTA: Yes T. know.   
Fifteen minutes. 

MR. CHAIRMAN:  Hurry up. 

SHRI BHUPESH GUPTA:       I     d6> 
sometimes also refer to deceased per 
sons   wh«re   tKey   Had   dbne    goo&i 
things............  



 

MR. CHAIRMAN: Address    the 
Chair, not Dr. Radha Kumud Mookerji. 

SHRI BHUPESH GUPTA: No. I am 
addressing him. 

MR. CHAIRMAN:      That is wrong. 

SHRI    BHUPESH    GUPTA: Dr. 
Mookerji, as you know, Sir, is a very learned 
man and I seek inspiration by looking at him 
when I reply. Anyway I did not mention any 
name and I think Dr. Mookerji at least has 
understood the name. 

Now, this is what happened. In this period, 
from 1944 till 1954, 25 companies went into 
liquidation, 25 were amalgamated and, I think, 
4 were taken over by the Government for 
mismanagement and all that. That is what 
happened. Now, all these things have been 
mentioned. I do not want to go into the whole 
catalogue of things, because the Finance 
Minister has said them. Only he could have 
said a little more than what he said in the 
other House. I do not know whether the hon. 
Minister who will be speaking in his place 
would be giving us a little more light on this 
subject as to the corruption of the insurance 
magnates. Anyway, whatever you have got is 
good enough to demand very drastic action 
against them. Now, one thing they have not 
said and that is this. I think the Government 
should have made a little self-criticism of 
misbehaviour in the past year. It did nothing 
of the kind. They have rightly castigated some 
elements in the private sector and in the 
insurance world. I hold no brief for them at 
all. They have been rightly critised and the 
crimes have been correctly nailed down. But 
what about the administration of the 
Government as far as insurance is concerned? 
This is what we would like to know. You have 
got a Controller of Insurance. What did he do? 
He did nothing. These reports, complaints 
against the insurance bosses accumulated and 
he did nothing at all. The whole insurance 
administration under the Government slept as 
the insurance bosses 

made money out of the savings of the 
community. 

MR. CHAIRMAN: You are taking more 
time. Dr. Radha Kumud Mookerji, 

SHRI BHUPESH GUPTA: Sir, a 
little more time ...............  

MR. CHAIRMAN: You have taken 
five minutes yesterday and ten minu 
tes now ............  

SHRI BHUPESH GUPTA: I want 
to say only one word. I make a sub 
mission that yesterday very few 
Opposition speakers were called to 
speak. We do not object to it. Only 
we want a little chance to put our 
views here .............  

MR. CHAIRMAN: You have put them. 
SHRI BHUPESH GUPTA: If you think I 

should sit down, I shall do so. I hope that in 
the third reading stage we would be given a 
chance. 

MR. CHAIRMAN: And the letter 
which you gave yesterday, when it 
has been read out, it should be laid on 
the table of the House. This is 
another thing ...............  

SHRI BHUPESH GUPTA: I am 
merely telling that .................  

MR. CHAIRMAN: This is entirely another 
thing. 

SHRI BHUPESH GUPTA: I will explain 
that point. 

MR. CHAIRMAN: Don't explain. Please sit 
down. 

SHRI BHUPESH GUPTA: Now,"l will just 
make that point, lest you misunderstand me. 
Some hon. Members were saying that the 
Ordinance should not have been passed, and 
action should not have been so drastically 
taken. Naturally, I pointed out, even with the 
Ordinance, what happened.   This is why I 
read it. 

MR. CHAIRMAN: Please sit down. TV  
Mookerii. 
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DR. RADHA KUMUD MOOKERJI: Sir, the 
Bill before us, in my opinion, raises certain 
fundamental economic issues, the discussion 
of which should be undertaken in a very calm 
and scientific manner and not by way of some 
emotional outbursts in which particularly my 
friend, Mr. Bhupesh Gupta, has distinguished 
himself. (Interruption.) This question has been 
discussed with passion and emotion. My first 
point is this. The Government must understand 
the real economic position which has called 
for thi? drastic remedy of nationalising an 
important sphere of private sector. I 
understand that the Government has already in 
its control 65 per cent, of the total capital of 
the insurance companies. Is it a fact? I should 
like to know. And over and above this 65 per 
cent, there is another additional 15 per cent, of 
the funds of the insurance companies which 
have been invested in a manner that is 
approved by Government and known to 
Government fully. Thus, the true economic 
position is that the Government is already 
controlling this particular business in the 
private sector with a considerable amount of 
supervision. Therefore, if we assume that 80 
per cent, of the funds of the insurance 
companies are already being controlled by 
the* Government, why should it be in such an 
indecent hurry, by one stroke of the pen, to 
effect nationalisation of one of the most 
important concerns that are conducted m the 
private sector? The Government stands by a 
sort of industrial policy, and the essence of 
that policy is that there should be tolerated a 
private sector in our economic life, and 
according to the First Five Year Plan, about 42 
industries are already being conducted in the 
private sector. Therefore, Sir, I do not think 
that the case for nationalisation by one stroke 
of the pen, preceded by some kind of an 
ordinance, which is most undemocratic, was 
there. I do not know why all this drastic action 
has been called for at once. 

Now, I come to the irregularities to 

which some of the private insurance 
companies have lent themselves. I find that 
the Commissioner of Insurance does not think 
that the irregularities are of such a vast 
magnitude that they call for such drastic 
action-You are already tolerating the exist-
ence of banks. You have set up the State Bank 
of India. You have got the Reserve Bank 
which is controlling them. And if you can 
control the banks of the country in a manner 
which is conducive to public welfare, I do not 
see why the same measure of control should 
not be exercised by Government in regard to 
insurance. That is my first point. I wish you, 
therefore, to calmly judge the situation so that 
you can really justify your dramatic action in 
passing an ordinance to be followed by a 
well-considered measure of legislation. 

Now, Sir, as regards the practical effects of 
this policy of nationalisation, I have to put 
certain questions My first question is: What 
will be the character of the investments which 
will be made by Government of these 
insurance funds? Although Mr. Gupta was 
somewhat harsh towards a very premier 
insurance company that has been in operation 
in Bengal, I wish to adduce some kind of 
contrary evidence, namely, that this pioneer 
insurance company, which was founded by 
the late Rabindranath Tagore, has rendered a 
good account of itself by helping materially in 
the development of the city of Calcutta in 
regard to the pressing need of accommodation 

SHRI   BHUPESH   GUPTA: Who 
bought Tagore's lands, I ask? 

DR. RADHA KUMUD MOOKERJI: This 
insurance company has undertaken the task 
that should have been discharged by 
Government, of trying to construct 
accommodation in i highly congested city and 
making this accommodation available to poor 
people like myself and Mr. Gupta. 

SHRI BHUPESH GUPTA: Tagore's lands 
were bought by the Birlas. 

DR. RADHA KUMUD MOOKERJI: Never 
mind,  this  insurance company 
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has really carried through a very important 
measure of investment which has not only 
brought to it profits and good earnings, but 
has also helped to solve the most important 
housing problem which faces West Bengal. 
Now, I want to be assured by Government 
whether it will keep up the execution of such 
public works of utility as a method of 
investment for the funds, or whether it will, in 
an orthodox and conservative manner, limit 
all its investments to Government securities, 
and will not look beyond the limits of these 
securities to some other fields. 

SHRI B. C. GHOSE (West Bengal): The 
hon. Member has forgotten that what the 
Hindusthan could do was before the 1938 Act. 
After the Act, they could not invest so much 
in land mortgage. 

DR. RADHA KUMUD MOOKERJI: Not 
so much. You may approve of the investment 
that is subject to the control of Government. I 
say that you had ample safeguards in your 
armoury. Why did you abolish altogether this 
private enterprise in a field where it was so 
successful? Therefore, I want to put a direct 
question to the hon. Minister. What will be 
the kinds of investments that the Minister has 
in view when Government takes over the 
insurance business as a matter of monopoly? 

And then, Sir, what becomes of the insured 
as regards overdrafts? I must be assured by 
the hon. Minister with regard to all these 
points, because it is the poor man's money, 
and the poor man must try to get overdrafts 
when needed, on the basis of the surrender 
value of their policies. 

Lastly, Sir, I wish to ask a question. The 
Government has acted in a most dramatic 
manner. I am speaking subject to correction, 
because I am not a legal man at all. My 
question is this. Cannot the shareholders of 
the companies, which have not yet been 
liquidated, pass resolutions at the general 
meetings of the shareholders, 

by which the articles of association of these 
companies may be changed so as to create a 
situation which may be more difficult for the 
Government? My conclusion, therefore, is 
that there is no need of such a hurried and 
drastic action to intervene in a field where 
private enterprise really was acquitting itself 
creditably. There are many inefficient and 
corrupt insurance companies. But the best of 
them, who control about 80 per cent, of the 
funds, are quite above board, and Government 
might have suitably extended its control over 
the work of these successful insurance 
companies instead of sweeping out of 
existence the private enterprise from this field 
where it was so successful. 

MR. CHAIRMAN:       Mr. Vaidya is "not 
here.     Mr. Suryanarayana is also not here.     
Mr. Govinda Reddy. 

SHRI     M.     GOVINDA REDDY 
(Mysore): Mr. Chairman, I rise to support this 
Bill. I consider it as one of the landmarks in 
the matter of the realisation of a socialist 
pattern of society. 

Sir, insurance has been acknowledged to be 
a powerful instrument of promoting Social 
Welfare. Even among the countries which are 
not precisely committed to social welfare, this 
instrument has been made use of for 
promoting social welfare. In a country like 
America, in the U.K., and in other places, 
insurance is a bulwark against adversities in 
life, against mishaps to individuals, and 
against losses in certain respects, and even 
against unemployment. Now that being the 
case, Sir, our Government, in anybody's 
opinion, should have awakened to the 
necessity of making full use of this instrument 
for social welfare, and much more so in the ca 
?e of a Government like ours which is 
committed to transforming our society into a 
socialist pattern of society. I cannot, therefore, 
understand some respected Members of this 
House laying a charge at the door of the Gov-
ernment that it has taken an arbitrary action 
and a hasty action. 
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[Shri M. Govinda Keddy.] 
Well, Sir, in my opinion, the charge can 

justifiably be laid at the door of the 
Government that it has awakened to this 
necessity too late. In fact, even long before 
we attained independence, there was a cry in 
the country that insurance should be 
nationalised, or at least insurance should be 
controlled. Later on, that cry developed into 
a cry for nationalisation of insurance. Still, 
Government were not prepared for it, 
because of preoccupation with other things. 
They did not open their eyes to the blessings 
of this instrument in the matter of promoting 
social welfare. 

One  of the  charges  that has  been levelled  
against the  Government     is that,  when  it  
decided  to  nationalise insurance,  it resorted  
to  a very undemocratic means,  that is by 
issuing an ordinance.    Yesterday's reply    by 
the Minister for Revenue and    Civil 
Expenditure to a question shows that 
Government were well-advised     and wise in  
effecting  nationalisation     by means of an 
ordinance.      The    hon. Pandit Kunzru drew 
a comparison between our country and 
countries like England and America.   He 
questioned the very fact of the head of the 
Executive  being    empowered    with    the 
power of issuing an ordinance.   That 
question is a different one.   Our Constitution   
itself   empowers   the   President with the 
power to issue ordinances.    Whether it is 
right or not is a different   question,  but  
whether  that power has been used justifiably 
in this case or not is certainly a relevant ques-
tion,   and   the   hon.   Pandit    Kunzru, Prof.  
Wadia,  and  other  friends  have thought it fit   
to say that it    is   not justifiable.      
Immediately    after    the appointment of the 
custodians, startling discoveries of grave 
irregularities have been made in the insurance 
business.    The disappearance of securities is    
a    matter    which    is    not    only irregular    
but    is    highly    immoral. The very fact that  
a certain gentleman   holding   a   certain   
responsible position has   disappeared,   is a 
thing which    should    awaken    us    to    the 
risk that we were running in adopting the 
ordinary procedure for nation- 

alising insurance. As has been pointed out,, the 
legislative process would certainly have meant 
delay; the fact that a Bill is introduced in this 
House becomes a matter of public property 
and those people who are given to 
malpractices will naturally take advantage of 
that. Government, in that event, would not 
have been in a position to control these 
insurance companies as it has done today. I 
only wish that those friends who, according to 
me, seem to be living in the 19th century, 
would awaken to the needs of this century. 

This is a business which is     very lucrative  
and  gives  ample  room  for the exercise of 
control over economic life.      Figuues were 
quoted here yesterday as to    how a sum of    
Rs.  IS crores    would produce    an asset    of 
Rs.   380  crores  or  even  more.       Mr. Parikh 
said that even a lesser figure would create a 
business worth over a thousand crores, earn an 
annual premium of Rs. 55 crores, and an income 
of Rs.    12 crores.      A    Government, which is 
wedded to a policy of promotion of social    
welfare, would    be failing in its duty if it did 
not take advantage of these.      As I said,    the 
Government     should have  awakened to this 
much earlier.      In fact, it has been caught   
napping   and   I do not know   whether   it   
would    wait    for another millionaire to 
swallow    some crores before it thinks of 
nationalising other forms    of insurance.      I   
have pointed out that insurance is a very potent 
weapon for the   promotion   of social welfare,    
and therefore, I    say that Government should 
not be content with nationalising life insurance 
only,  but should    extend  this    field. 
Yesterday, the possibilities  of    using this 
measure in a    wider field    were brought to the 
notice of the    House; for instance,  there is  
what is  called cattle  insurance,  crop  
insurance,  unemployment insurance,  etc.        
These are the hundreds of ways in which this 
weapon could be used for the promotion of 
social welfare.      I, therefore, urge that 
Government should not be satisfied with this, 
but should think of developing this field,   and 
arm itself 
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with   powers   for    nationalising    the whole 
field of insurance. 

I said that Government was vindicated by 
the developments which have been discovered 
after the issue of the ordinance. These have 
shown that the insurance field was 
functioning in a very unsatisfactory manner. 
There were cases o"f'investments which were 
not statutory investments at all. Those 
Members who have got the Year Book may 
kindly refer to pages 47 and 52. 

' [MR. DEPUTY CHAIRMAN in the Chair.] 
'They would find that section 27, which 
  is a very important section in regard to 
investment, has been contravened. 
"Similar in the case with section 40, which 
fixes a basic limit of expenses. It is interesting 
to refer to the table and the    accounts of the    
Controller.  Sufficient discussion has taken 
place in this House regarding the expense 
ratio, and I need not take the time of the 
House beyond referring to the fact that the 
ratio has gone up to about 29   per cent., in 
India, whereas in U.K., it is 12 per cent. In 
Mysore, where insurance is Government-
owned, and where more expensive methods 
are used than private business, the ratio ihas 
remained at 15 per cent. Hon. Members 
themselves have referred to the lapse ratio; 
the figures themselves graphically bring out 
how irregularly the business was functioning. 
Page 7 of the Year Book contain a very in-
teresting table which shows that, even before 
some months have passed after the first 
premium is paid, the lapse ratio is 7-3 per 
cent. It was 9'1 per cent, in 1951, 9-3 per cent, 
in 1952, 9P7 per cent, in 1953 and 11-4 per 
cent,  in   1954; 27 per  cent;  27-6 per - cent, 
and 28 • 5 per cent, respectively in the first 
year of taking the policy. How can anybody, 
with a sense of responsibility, say that a 
business in which lapses to the tune of more 
than a quarter of the total business occur 
should be supported by a Government. 

Several friends have levelled a charge 
against the Insurance Administration and have 
said that it was possible for the Controller to 
regulate these irregularities. The Controller 
has his own    limitations  which    are 

I governed by the Act. I will point out one of the 
absurd limitations placed upon the Controller 
which gives him no power at all to control the 
irregularities, for instance, in the matter of 
complaints. The Controller is bound by certain 
regulations. The complaint must be given, for 
non-payment of claims etc., on a stamped 
paper. He cannot recognize the complaints 
which are not given on a stamped paper, even 
though he finds that that complaint is true. The 
remedy that is open to him is to prosecute the 
particular insurer, in a court of law. In these 
matters, the courts have behaved in a really 
wonderful manner. The courts do not seem to 
take these irregularities of insurance very 
seriously. In cases which have led to 
conviction, not more than Rs. 70 per 
individual has been the fine for the irregularity 
of the nature of non-payment of a claim, if the 
claim does not work out for more than Rs. 
700. In fact, under one of the tables, the 
controller gives an instance where the 
prosecution resulted only in a fine of Rs. 70. 
Well, when the Controller has to function 
within such a circumscribed limit, naturally he 
cannot be expected to bring under control the 
insurers. 

I will take a minute or two more. I would 
like to point out while developing my 
argument, that the Government is bound to 
extend the field of insurance and it is 
necessary for them to create some services, as 
in America. In America, they have insurance 
services for accounts, actuarial service, field 
co-operation service, underwriting service, 
etc. This is a special feature and now that 
Government have nationalised insurance, they 
cannot depend upon the staff that has been 
employed hitherto by private companies for 
either maintaining the accounts or for any 
actuarial matters. So, Government should 
train their own men, because hereafter, they 
will be handling a wider field of insurance 
business. Therefore, I suggest to the 
Government to think of creating these 
services and developing them and training 
proper personnel for them. 

Thank you,  Sir. 
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SHRI SHRIYANS PRASAD JAIN: Sir, 
during the course of my speech, I do not want 
to point out the merits and demerits of 
nationalisation of insurance. I will confine my 
remarks and observations to the arguments 
which the Finance Minister has advanced in 
his speech on floor of the House, when he put 
forward this matter. 

Sir, the Finance Minister has catalogued the 
reasons for the sudden and drastic step of 
nationalising life insurance. The main factor 
which he underlined was the malpractices of 
insurers. Sir, the arguments which he 
advanced are not very convincing and are 
rather exaggerated. I would like to deal with 
them point by point. 

Sir, while making his speech, he has not 
said that he has nationalised life insurance 
business because of ideological reasons. 
Neither has he said that he wants to 
nationalise life insurance business because it 
is the policy of the Government that the 
economic power may not rest in the hands of 
a few. Neither has he said that it is part and 
parcel of the programme of a socialist pattern 
of society. Without saying all these things, he 
has accused the private sector and has cata-
logued many of the malpractices. Sir, if you 
want to nationalise the industry on ideological 
reasons or any other reasons, or for economic 
reasons, I would not have discussed this 
matter. But when he accuses the private sector 
and directs the attack that it was due to 
malpractices, and therefore, he has 
nationalised life insurance business, it is 
rather very unfair. 

Assuming that all the instances given by the 
Finance Minister about malpractices, 
misappropriations, extravagance and lower 
standard of management were there, and also 
assuming that he has not exhausted all the 
cases which he has got in view, I would like to 
argue that the total sum involved, as also the 
number of companies where such malpractices 
occurred, were very few and insignificant in 
relation to the total funds as well as the 
number of companies. The 

total funds involved, which he quoted" on the 
floor of the House, were in the vicinity of Rs. 
60 lakhs. The total life insurance fund is to the 
tune of Rs. 350 lakhs. If we compare the 
figures, this will be only J per cent, and 
therefore, the argument which he has advanced 
is rather far from convincing. 

Sir, there are many instances of official 
corruption and breach of trust which have 
come to light during the last few years. These 
have been reported by the Auditor General and 
the: Public Accounts Committee as serious 
enough involving several crores of public 
money. But are the Government going to. 
deduce from these cases that the whole lot of 
officials as a class., deserve to be dismissed? 
They ought to be improved but not dismissed. 

Sir, if the Finance Department or the 
Controller of Insurance had been: a little more 
vigilant, these malpractices would not have 
happened. A^ friend of mine has just said that 
the Controller of Insurance has not sufficient 
powers to control and regulate the life 
insurance business. The Government should 
have come to the-House and got more powers, 
instead) of taking this drastic attitude. Cases 
have also come to my own notice that proper 
care has not been observed; and even some of 
the decisions taken; are not implemented. If 
these decisions were implemented the 
instances of the insurance companies who are-
now alleged to be the victims of malpractices 
would not have been found: 

Having said this, I will deal with the various 
points which the Finance Minister has made in 
his speech. I' wish them every success in the 
field into which they are going to enter, and I 
hope that the state will forget the spite against 
the private sector, and will follow the policy 
4tfa method that has proved successful in" 
building up insurance business in the country 
for the last 40 years. Insurance is not built 
through compulsion. In; India, insurance is not 
purchased, but sold. The insurance agent has 
to visit: the prospective insurer every time 
and! 
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give him comparative figures of profits and 
advantages, before a policy materialises. A 
sense of healthy competition has prevailed 
among the various companies and new 
schemes with broad features have to be 
evolved to encourage new business. Only 
through hard work, business is built up, in this 
country. 

Sir, it has been said that the ratio of 
expenditure of management to the premium 
income in India is high. The argument of the 
Government is not sustained by facts and 
figures. I believe the Controller of Insurance 
should have been in a position to explain the 
details in this respect. The State will also 
come to grips with the question directly in the 
coming years. It cannot be forgotten that the 
comparatively high expense ratio is due to the 
low average income in the country and the 
smallness of the policies. The smaller the sum 
insured, the greater will be the percentage of 
the expense ratio. 

The Finance Minister mentioned bad 
investment of funds as one of the reasons. The 
Indian Insurance Companies had been 
investing their funds in Government and trust 
securities even when there was no statutory 
obligation. With the enforcement of the Indian 
Insurance Act, a predominant part of the assets 
comprised of investment in Government and 
semi-Government securities, and investments 
in industrial shares and debentures, mortgage 
of properties, etc. accounted for a 
comparatively small percentage of the total 
assets. From 1940 to 1945; the percentage of 
investment on Government and semi-Gov-
ernment securities increased from 53' 5 to 64-
8. There was, however, a reversal of this trend 
in the early postwar years.« Against an 
increase in investment^gilt-edged and the 
semi-gilt-edged securities irom 66-43 crores to 
103-41 crores during 1947—54, the holdings 
of debentures, preference shares and ordinary 
shares for a set of companies increased from 
7:94 crores to 27-42 crores. The Government's 
dear money policy accounts for this 

shift. In November, 1951, there was an increase  
in the bank rate to 3£ per cent., which' led to a 
sharp decline in-gilt-edged  prices  and    the  
insurance companies as a whole, it is said, had 
to write down the value of their investments in    
gilt-edged and    semi-gilt-edged securities by 
over Rs. 8£ crores. This trend of investment has 
on the whole proved beneficial from the point of 
view of providing a hedge against gilt-edged 
securities and increase    in the yield of 
investment.     It has been found difficult for the 
major companies, to provide fully against    
depreciation in the value of gilt-edged 
securities. In some cases, the market values 
were: appreciably    lower    than    the    book 
values.    As regards  debentures,  preference 
shares and ordinary    shares, there has been 
significant increase in market values over book 
values.   The book value of holdings of 
debentures, preference shares and ordinary shar-
es in respect of a set of six companies was Rs. 
7-94 crores in 1947 and    the market value was 
Rs. 8-17 crores.   At the end of 1954, the book 
value was Rs. 27-42 crores and the market 
value-was 27-86 crores.     These have proved 
helpful in earning a higher yield. 

The Finance Minister had also elaborated 
on the complaint of non-payment of claims. I 
would not like to deal with this question fully, 
and I would only draw the attention of the 
House to a letter which was addressed to the 
Editor of the STATESMAN, dated the 9th 
March, 1956. I would not read the whole of 
this letter, but I would only say that in this 
letter even the postal insurance has been found 
guilty of delaying settlement of claims, I only 
wish that this history will not be repeated. 

Before I end, I would request the hon. 
Minister to appoint a high-power committee to 
go into this matter and' to find out whether the 
allegations which have been made against the 
private sector are really true or otherwise. 

SHRI M. GOVINDA REDDY: this 
help the private sector? 

Does 
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SHRI SHRIYANS PRASAD JAIN: 
Let me have my say. I know the 
attitude of my hon. friend, the Minis 
ter for Revenue and Civil Expendi 
ture, Mr Shah. He would say that if 
the Government have come to this 
conclusion, it was the result of an 
enquiry. I would say that the Finance 
Minister himself is a party a£ these 
frauds and therefore, it is very neces- 
.sary that..............  

THE MINISTER FOR REVENUE AND 
CIVIL EXPENDITURE (SHRI M. C. SHAH) : 
Did he say 'party to these frauds'? 

SHRI SHRIYANS * PRASAD JAIN: Yes, 
in the sense that, if proper vigilance and 
proper supervision had been exercised, the 
things which have come to light would not 
have been there. For the benefit of Mr. Reddy, 
I would say that we have just passed the 
Companies Act. Government has not taken 
this drastic step with regard to every industry. 
They have only tried to plug all possible 
loopholes. Why have they adopted a different 
policy towards the insurance business? 

SHRI M. GOVINDA REDDY: When grave 
malpractices were found in two concerns the 
Government gave a chance to insurers to 
improve. 

SHRI SHRIYANS PRASAD JAIN: The 
Indian Companies Act was passed in 1913, 
amended in 1936—38, and again in 1951- Now 
recently they brought forward a very compre-
hensive Bill. I would not have opposed if the 
Government had nationalised this industry 
because of ideological reasons that economic 
power should not rest in a few hands, but when 
the Government accuses the private sector of 
various mal-practices, it is my request that they 
should appoint an independent committee 
consisting of Members of both the Houses of 
Parliament to go into this matter and find out 
how far the private sector is responsible and 
how far •the Government's lenient administra- | 

tion is responsible for what has been done. I 
have nothing more to say. I hope Government 
will give consideration to the proposals which 
I have made. 

SHRI R. C. GUPTA (Uttar Pradesh): Sir, I 
welcome the nationalisation of the insurance 
business. I really wish that it had come earlier, 
but better late than never. Dr. Kunzru and l>r. 
Mookerji posed two questions which require 
consideration. The first one was whether 
nationalisation of insurance is justified, and 
the second one is whether the issue of an ordi-
nance was proper and democratic. These are 
two very important questions. I think that the 
question of nationalisation should be viewed 
from the point of view of national interests. If 
national interests demand it, then 
nationalisation is justified, otherwise not. I 
entirely agree that simply because there are 
certain defects in the working of the Insurance 
Act, there should not be any drastic action like 
this one. But since the national interests 
demand that there should be this 
nationalisation, I think, this Bill is justified. 

As a matter of fact, the point seems to have 
been sidetracked. The most important thing 
which led the Government to nationalise the 
insurance business is not that the Government 
was incapable of curing the defects or the mal-
practices or abuses in the industry, but the 
need for the mobilisation of public savings and 
using the proceeds for constructive purposes. 
If this serves national interests, I think, the 
nationalisation is fully justified and in my 
humble opinion, it is so. It is necessary to 
mobilize people's savings and use it in a 
constructive manner. It is not unknown to us 
that the entire capital invested by private 
sector in the insurance business is only Rs. 15 
crores and the annual net income is Rs. 12 
crores, and funds at the disposal of these 
insurance companies is in the neighbourhood 
of Rs. 380 crores. Now, an income of Rs. 12 
crores a year on the investment of Rs. 15 tr»~ 



2781 Life Insurance L 15 MARCH 1956 ] Provisions) 2782 
(Emergency Bill, 1956 

res comes to about 80 per cent. The 
profits are enormous. There is no doubt 
about it and the assets of Rs. 380 cro 
res are also quite enormous. There 
fore, if this money could be utilized 
for better purposes, then I think, it 
was necessary that nationalisation 
should have taken place earlier. We 
have got the Second Five Year Plan 
and money is needed. If that money 
•could be utilized for this purpose ..................  

SHRI C. P. PARIKH (Bombay): 
Wherefrom he got the figure of Rs. 12 arores 
profits?      It is not existing. 

SHRI R. C. GUPTA: It has been 
•calculated. This is my information and I have 
got a note. 

SHRI C. P. PARIKH: The insurance book is 
there. 

SHRI R. C. GUPTA: The entire •capital so 
far invested comes to Rs. 15 crores and the 
net profit comes to Rs. 12 crores. 

PANDIT S. S. N. TANKHA (Uttar Pradesh): 
I believe the Finance Minister gave that figure 
in the other House. 

SHRI C. P. PARIKH: Not as profits. 

SHRI R. C. GUPTA: It may be somewhere 
near about it. 

SHRI C. P. PARIKH: Ten crores fifteen 
lakhs is the paid up capital— not profit. 

SHRI R. C. GUPTA: So, according to me, it 
is necessary that the insurance business should 
be nationalised because of the another 
important and compelling reason and that is, 
to protect the interests of the policy holders —
the poor man's money—and nationalisation is 
incumbent. There are 40 lakhs of policies now 
in force and if we take the figure of 5 for each 
family, about two crores of people are 
affected. It is also not unknown and not a 
secret that a lot of insurance companies were 
started by ordinary people with small capital. 
In jmy experience. I know of an insur- 

ance company being started by a petty clerk in 
an insurance business and another company 
was started by an insurance agent after having 
worked in an insurance company for a few 
years. Now, to entrust the insurance business 
to such companies was not quite safe and we 
know that what catastrophic results have been 
visited on the poor policyholders. 25 
companies have already gone into liquidation, 
25 companies have already been 
amalgamated, and in a number of cases the 
registration certificates have been cancelled. I 
am sure that if due enquiries are made, 
another 50 companies would have to close 
down. Now, this is the state of affairs and the 
interests of the policyholders are not safe in 
the hands of these companies. Of course, 
when I make this statement, I don't mean to 
say that there are not very good companies. 
Some of them are excellent companies. They 
are very well managed and honestly managed, 
but there are a large number of cases in which 
there is a lot of suspicion about their working. 
They are full of abuses and malpractices. 
Therefore, for the sake of a few companies, it 
is not proper not to nationalise, if it is in the 
interests of the country. So, for two reasons—
in the interests of the nation, and in the larger 
interest of the policyholders, it is necessary 
that this business should be nationalised. 

What is this policy? The policy is the hard 
savings of poor people. A man continues to 
make payments towards a certain policy for 
10,15 or 20 years, and he wants to make a 
provision either for his old age or for his heirs, 
and at that particular moment, he finds that the 
company is bankrupt or it has gone into 
liquidation, or the registration has been can-
celled. You can only imagine the lot of such 
people. Therefore, I feel, that it is absolutely 
essential that this business should be 
nationalised. I am. in favour of 
nationalisation. 

I wish to say one or two things more that 
Government has really taken several steps in 
the past to eradicate the evils  of the insurance 
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[Shri R. C. Gupta.] business. The first Act 
of Insurance was passed in 1912. Then, in 
1938, a consolidated Act was passed, but since 
1938 there have been 7 amendments of the 
Insurance Act; each time some restrictions or 
other had been placed on the power of the 
private sector running the insurance business. 
After 1938, the first amendment was made in 
1939, second in 1940, third in 1941, fourth in 
1946 and fifth in 1950, and each time, the 
provisions were made more and more 
stringent. Now, it is true that in spite of these 
stringent provisions, in spite of the fact that 
under section 27 of the Insurance Act, the 
companies are required to invest certain 
amount of money in Government securities, 
and in spite of the fact that the Government 
had the power of appointing administrators or 
taking other action like cancelling registration 
etc., the evils continue upto this day. It will 
not be possible for the Government to keep 
certain companies working and passing a law 
stopping the functioning of other companies. 
That will be discrimination. Therefore, I think, 
a case is certainly made out for insurance to be 
nationalised. What cannot be mended should 
be ended and I think, it is in the interest of the 
country that there should be nationalisation. 

But I would make one request to the 
Government that the spirit of competition 
should continue. If there is no spirit of 
competition in some form or another, the work 
is likely to suffer. The hon. Finance Minister's 
statement that in the last 2 months the work 
has increased is no guarantee that the work 
will increase. The insurance companies 
employ agents and other officers who work 
day and night for canvassing. I am sure that 
unless the insurance companies under the new 
set up do work properly and in a proper 
manner, this spirit will disappear. They will 
become Government servants and they will 
come to office at 10 and leave at 4, and in this 
manner, the work is not likely to increase. 
What we have to see is this that during the 

last few years the insurance business has 
expanded at a very rapid pace. This must be 
accelerated, otherwise the insurance business 
will suffer and it will be a clear loss. Therefore, 
I will make a request that all possible steps 
should be taken in which the spirit of 
competition continues to function, and for this 
purpose, I would make one suggestion that if 
the whole country is divided into various 
regions and. proper persons are appointed as 
agents, it will be much better. The spirit of 
competition will continue and the work will 
increase. There is wide field of activity fqr 
insurance work and the Government can do it 
and undertake it much better. Expense ratio is 
bound to come down. My other request is that 
there should' be no retrenchment, which is very 
likely. Therefore, my submission is that the 
Government should take all possible steps to 
see that nobody is thrown out of employment 
and the Government should be as indulgent as 
the private companies in the matter of revival 
of lapsed policies; if lapsed: policies are not 
revived, the policyholders are bound to suffer. 

SHRI H. C. DASAPPA (Mysore): Mr. 
Deputy Chairman, I do not know whether it 
will be very profitable for us to launch on an 
examination of the question whether it is 
desirable to nationalise life insurance or not, 
for it will be something like conducting a 
postmortem examination. There may De 
arguments for and against nationalisation. 
Personally, while I do maintain that the trend 
should be in that direction, my own view is that 
we must not be launching on too ambitious a 
plan of nationalisation. I do feel that the private 
sector must be allowed to play its part. In any 
case, when we resort to nationalisation, I do not 
think it would be right on our part to brand the 
private sector as something that is unworthy of 
the nation. I ask Mr. Shah that if our national 
traits are so low or so poor, wherefrom is he 
going to draw his virtuous men? So, to paint 
the colour-very thick and to paint everybody, 
good,   bad   and  indifferent,   with  the   
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same brush, is not only doing a grave injustice 
to honest people, not only-will it discourage 
good and honest men from giving their best to 
the country, but it will also, I am afraid, 
amount the making a grave reflection •<on the 
Government itself. After all, who are these 
men? They are the sons of the soil. They are 
educated by us, their whole up-bringing is in 
the hands of the State. And if we try to depict 
our own products in the manner that Mr. Shah 
has attempted to do, or has done already, that 
they are people who cannot be trusted to "take 
up an honest occupation, that I think, would be 
a terrible reflection on the Government itself. I 
do not believe that the situation here is so bad 
as all that. 

Anyway, Sir, I find here that this 
nationalisation is to be justified on three 
grounds. First of all it is said -that this is 
necessary for financing the next Five Year 
Plan. Next, it is deemed necessary in order to 
ensure absolute security to the policy holders. 
And then, it is also necessary in order to spread 
the benefits of insurance as wide as possible. 
Sir, I have no quarrels with these wholesome 
objectives. But, if they think that these 
objectives can be attained only by nationalising 
the entire life insurance business in the country 
and having it under one corporation run by the 
Union Government, then, I try to enter the lists 
and say that that is not correct. We would then 
be deviating from the great plans that we have 
had for decentralising these great activities. 
What is it that we are doing today? Everything 
is getting terribly concentrated in one place, 
and that is Delhi. I fear that it will soon be 
almost unmanageable for Delhi to look to all 
these enormous nationwide activities. In this 
case, I would much rather have liked the 
•Central Government to appoint an expert 
committee, after laying down the general 
principles as to what they •desired to be done, 
namely, with regard to the social objectives, to 
the spreading of insurance as much as possible,  
and in respect of    assuring 

security to the policyholders and also the 
mobilising of the savings, big and small, all 
over {he country. They could have appointed, 
a committee with these terms of reference and 
asked them how best to utilise the insurance 
business as a means to these desirable ends. If 
such a commission or committee went round 
the States and made recommendations, and if 
the Government acted on them, that would 
have been a proper procedure. 

Anyway, I find that they have embarked on 
this rather suddenly—I won't say 
prematurely—but without a due appreciation 
of. all the commitments involved. 

Having said this much on the question of 
decentralisation, I want to deal with a few 
important points during the short time at my 
disposal. First of all, I would like to know why 
the Government did not think of using the 
State Governments for this very wholesome 
purpose? Why is it that they did not plan out 
State insurance projects or schemes, in the 
various States in the country? Would that not 
have achieved the same object that they 
wanted, namely, finding the finances for the 
next Five Year Plan and the future plans too, 
of ensuring security to the policyholders, and 
also of spreading the net of insurance as 
widely as possible for the benefit of the whole 
country? Certain hon. Members have already 
referred to State insurance schemes. Sir, I was 
connected with one State insurance scheme 
which has been working extremely well, and 
as you know very well, the Mysore State 
insurance scheme was started sometime in 
1891, much earlier before the Union Gov-
ernment ever thought of nationalising 
insurance companies. In 1916, upto which it 
was confined only to officials of the State 
Government, it was extended to the general 
public also. You find now from the reports 
that they have got almost the lowest expense 
ratio and a busiuess of near about Rs. 14 
crores. If every State undertakes such a thing, 
that, I think, would be an extremely helpful 
thing. 
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[Shri H. C. Dasappa.] I do not see why the 
Union Government should not allow the State 
Governments, such as those who have got 
their insurance schemes, to continue them, 
because they do not go counter to the general 
policy. Also, let such State Governments, as & 
propose to start such insurance schemes, be 
permitted to start them and along side with 
them let the Centre also have its own in-
surance scheme. My hon. friend Shri Bhupesh 
Gupta and others were talking about having 
the whole of India marked out into zones. This 
suggestion of mine too will have the same 
result. At the same time, we will be bringing 
about a certain degree of competition which is 
an essential element for success in an 
insurance scheme. We will also have the ad-
vantage of the inherent local patriotism and 
enthusiasm for taking the benefits of insurance 
to the remotest 

villages.    Can we do it more 
. successfully from    Delhi and 

'    reach every one of these five 
or six lakhs of villages? I almost 

despair of it. Therefore I hope, the hon. 
Minister will consider this question at the time 
of the select committee. I have had talks with 
the persons who can deliver the goods and 
they have given half a nod. I wish they would 
give a full nod when the Bill emerges from 
the select committee. 

While on this point about select committee, 
I gather that there cannot be a joint select 
committee. I have not examined the position, 
but I wish, it was a joint select committee of 
both the Houses. If they choose to have a 
committee of the Lok Sabha, I would like you 
to examine the question whether, when it 
comes before the Rajya Sabha, we cannot 
have our own select committee to go into all 
the clauses with a view to see that it comes 
out in the best shape, so as to get the best out 
of it. 

SHRI     JASPAT     ROY     KAPOOR  < (Uttar 
Pradesh):      We can have our own select 
committee. 

SHRI H. C. DASAPPA: Yes; that is what I am 
suggesting now. There is just<*other point 
before I close. That is the question of 
employment of the employees who today 
^engaged in so many companies. My friends 
have referred to the question of likely 
retrenchment of those people. I do fear that 
when there is such an amalgamation under one 
corporation, there is likely to be retrenchment. 
There are so many managers, general managers 
and so-on, employed by the hundred and odd 
insurance companies today. We cannot have as 
many general managers unless we have so many 
different branches of the corporation. Therefore, 
there is bound to be some retrenchment, but all 
the same, I plead on behalf of those people that 
they may not be retrenched, and as far as 
possible, their services may be-utilised for this 
programme of expansion that we have before 
us. Otherwise, by trying to solve one problem 
we may create other greater problems. As far as 
possible the Government should see that all of 
them are employed by the Government. 

The only other thing is with regard' to their 
emolument. Even there, whatever scales they 
might choose to-have in future. I hope that as 
far as possible they will not be made to suffer 
at the time of integration. Sir, I have had bitter 
experience of this integration of services. I 
hope the hon. Minister is lending his ears to-
me and I am anxious that at the time of this 
integration these people are not made to suffer. 
I would also request the hon. Minister that the 
State insurance schemes should be-allowed to 
continue as they are. 

PANDIT S. S. N. TANKHA: Mr. Deputy 
Chairman, at the very outset, I would like to 
congratulate the hon. the Finance Minister 
both for the bold step of nationalising life in-
surance business as also for the manner in 
which he has carried out that step. It has been 
objected to by various speakers that this step 
should: not have been    taken    through    the- 
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means of an ordinance of the President, but 
that it should have been done by the usual 
process 6T law, namely, by an Act of 
Parliament. If this suggestion of the hon. 
Members had been followed, I am afraid pel*-
haps the entire funds or at least a major portion 
of the funds of the life insurance business 
would have been frittered away by those in 
whose charge the funds were. Even now we 
know it for a fact that some directors and 
managers of certain companies are absconding 
and their securities are not traceable. If instead 
of this ordinance, legislation had been 
introduced for taking this step, perhaps the 
managers and directors of the other companies 
also would have followed suit. I am surprised 
that a politician of the eminence of Dr, Kunzru 
should have objected to the Government 
having introduced this measure through an 
ordinance. At this moment, I would not like to 
say anything regarding the other ordinances 
which have, from time to time, been 
promulgated by the President, as to whether or 
not they were justified, bjj.t I am certainly of 
the opinion that for the introduction of this 
measure, no better course could have been 
adopted by the Government than by bringing it 
about through an ordinance. 

Coming now to the question as to whether it 
was or it was not necessary for life insurance 
business to be nationalised, I am definitely of 
the view that the Government has taken the 
right step, not only because the industry was 
found wanting in carrying out its business as 
was expected of it, or as should have been 
expected of it, and was not running efficiently 
or in the best interests of the insured persons, 
but also because I am glad that through this 
means we have been enabled to use the 
accumulated income or profits of the middle 
classes of our country not only to the advan-
tage of the policyholders but also in the best 
interests of our country, namely, for bringing 
about a better state of affairs in our country 
through the next Five Year Plan. The sum 
which will be placed at the disposal 

of the Government, as a result of this measure, 
is not a small one; it is to the tune of Rs. 350 
crores, which will undoubtedly help us in 
going a very long way in creating better 
economic conditions in our country and thus-
ameliorating the lot of the poor man. Morever 
by this measure, the advantage to the 
policyholder will be that he will be assured of 
getting the money which he has saved compul-
sorily through life insurance at the time of his 
need. Otherwise, he had always been at a risk, 
or in danger, that the company in which he had 
taken a life policy may shut down at any time, 
or may go into liquidation, and his life's 
earnings may be destroyed thereby. Therefore, 
we find that nationalisation is not only in the 
interests of the policyholders but also in the 
interests of our country and as such it is a very 
good step which the Government has 
undertaken. 

Now, Sir, the hon. Finance Minister has 
given us two main reasons as to why it was 
found necessary by him to nationalise life 
insurance business. The first of these is that the 
industry was not being managed either effi-
ciently or with an adequate 3ense of 
responsibility. And secondly, that the industry 
was not playing the role which was expected 
of it in a modern: state. My hon. friend Shri 
Shriyans Prasad Jain, who spoke a little while 
before, has disputed these charges of the 
Finance Minister against this industry. But, I 
submit that the best reply I can give to Mr. Jain 
is that I read out to you some portions of the 
speech of Mr. A. D. Shroff on the subject of 
nationalisation of insurance,, which he 
delivered to the Democratic Group of the 
Indian Merchants Chamber on the 8th 
February 1956, in Bombay. He has stated and I 
quote his speech: "I shall first examine the 
reasons given by the Finance Minister in his 
broadcast speech announcing this decision. 
The Finance Minister has appealed' to the 
public not to be led away by those who would 
oppose the step of nationalisation of life 
insurance on purely dogmatic considerations 
regarding    State    enterprise    as    inevitably 
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[Pandit S. S. N. Tankha.] a failure and 
private enterprise as successful. In support of 
'this he added that insurance business is such 
that if it is properly run it should never fail. 
But during the last decade, he added, as many 
as 25 life insurance companies went into liqui-
dation and another 25 had so frittered away 
their resources that their business had to be 
transferred to other companies at a loss to the 
policyholders. He further referred to the recent 
case of Bharat Insurance and to .several other 
similar cases and to the tendency not 
infrequently to utilise the funds which are not 
in the interests of the policyholders. That is the 
Finance Minister's statement. I do not for one 
moment dispute these facts". Then further Mr. 
Shroff says "under the Insurance Act, Govern-
ment have been armed with sufficiently large 
powers both to protect the interests of the 
policyholders and to check and eliminate 
malpractices whenever and wherever they are 
found". But, Sir, this is another subject 
altogether. Further, however, he admits thus: 
"Whilst I have no desire either to defend or 
explain away mismanagement or malpractices 
in any shape or form and which I have 
•consistency    over a    period of   years 
unequivocally  condemned................. "    So, 
Sir, from this speech it is evident that all the 
charges of malpractices and  corruption and 
want of proper management and interest in the 
business, which have been brought against the 
companies by the hon. Finance Minister are 
wholly well founded and fully justified. 

Now, Sir, while agreeing with the hon. 
Finance Minister regarding this state of affairs, 
in the life insurance business, I would like to 
enquire from the hon. Finance Minister whe-
ther this state of affairs does not exist in the 
other fields of insurance, and if the conditions 
are the same in general insurance also, then 
why is it that the other branches of insurance 
liave not been nationalised by him? I find that 
in the speech which the hon. Finance Minister 
gave    in the    other 

House, he agreed that all these malpractices 
existed in the general insurance also, but he 
gave no adequate reasons for not nationalising 
those companies as well. I am definitely of 
opinion that the state of affairs existing in the 
other companies, as well as the interests of the 
country, demanded that those general 
insurance companies also should have been 
brought within the purview of this Bill. It is 
true that if we nationalise the other insurance 
companies—I mean, general insurance 
companies—we shall not get control of such 
large funds as we have been able to under this 
life insurance nationalisation, but all the same, 
the amount which will thus be placed at the 
disposal of the Government will be nearly 50 
crores, which, I submit, is no mean amount as 
not to be taken note of in deciding whether or 
not those companies should also be 
nationalised. In this connection, I would 
particularly draw the attention of the 
Government to the motor insurance business 
and particularly the third party insurance 
which is obligatory for all motor owners under 
the Motor Vehicles Act. Cases are not 
infrequent where the persons injured, or heirs 
of the persons who have died by the accidents, 
are forced to go to courts of law for obtaining 
their compensation from the companies which 
have insured the risks. I am sure Sir, that 
when the motor insurance was made compul-
sory at least so far as third party risk is 
concerned, the idea behind it was that by 
getting the third party covered against injury 
or death, such person, or his heirs, would be in 
a better position to receive the compensation, 
because it would be paid not by the owner of 
the motor vehicle or the driver, but by the 
insurance company which has undertaken the 
risk. But we find that actually this provision is 
not working so well as it should have done 
because of the insurance companies 
compelling such persons to prove their case in 
court. And, therefore, I do think that even if 
all branches of general insurance are not 
nationalised, then at least the third party motor 
vehicles    insurance    business    should 



2793 Llf* insurance [ 15 MARCH 1956 ] Provisions) 2794 
(Emergency Bill, 1956 

certainly be nationalised, and brought within 
the purview of this Bill. 

We have, however, to remember 
that nationalising of insurance alone 
is not enough for us and we should 
not think that, since we have nationa 
lised the industry, we have done all 
we had to do. Sir, we must make an 
earnest effort to popularise this 
insurance business over as wide a field 
as possible, and that too not only in 
the cities but in the urban areas as 
well. I should certainly have liked, if 
it were at all possible, that 
life insurance, be made 
compulsory for every person, throughout the 
country but situated as we are at present, I 
realise that it may not be a feasible proposition 
immediately. And, therefore, I would prefer to 
wait for that measure for some time to come. 
But all the same, in order to make life 
insurance more popular, it is necessary that the 
Government should lower the rates of the pre-
mium and also relax such rules which may be 
standing in the way of people taking up life 
policies easily. I am sure. Sir, that if this is 
done the automatic effect of it will be that 
insurance of life by such class of persons who 
can afford to pay premiums will be 
considerably increased in the country. 
Further, Sir, I would like to submit that in this 
life insurance business it is the duty of the 
Government to try its best to utilise the 
services of all those persons who have been 
working in this business so far not only 
because they know the technique of the trade, 
but also because it is. they -who will run about 
for the Government to obtain the business. 
Therefore it is not only that Government 
servants should be entrusted with this work, 
but other private workers should also be 
employed on a commission basis as was being 
done up till now by the insurance companies. i 

Lastly, I would like to submit that 
•complaints are being received from the 
workers who were in this business up till now 
that their salaries are being stopped and their 
commissions are not 
19 R.S.D.—4. 

being paid to them by the custodians 
appointed by the Government. Such 
complaints should be avoided, and I think, it 
is the duty of the Government to carefully 
look into all these matters. Now, one such 
complaint has been sent to me by the Uttar 
Pradesh Insurance Fieldworkers Association. 
They mention that they have sent a telegram 
to me which reads as follows: — 

"Uttar Pradesh Insurance Field-workers 
Association greatly dis-trubed and 
distressed. Workers being terminated or 
their salaries stopped. Pray intervene. 
Prevent expulsion of many who may prove 
a boon in Nationalised set up". They further 
write, "This Association prays for your co-
operation to prevent unjustified hardships 
to Fieldworkers who have welcomed 
nationalisation of Life Insurance as a 
benefit to the people of India." 
Sir, I will pass on this letter to the hon. 

Minister for taking suitable action in the 
matter. 

With these words, Sir, I strongly commend 
this measure to the House for its acceptance. 

SHRI JASPAT ROY KAPOOR: May I, Sir, 
make one little suggestion? Yesterday, our 
hon. friend, Mr. Gupta, during the course 'of 
his speech, read out a letter. I thought it was 
going to be placed on the table of the House. 

MR. DEPUTY CHAIRMAN: He says he 
will do it. Mr. Gupta, he refers to your letter. 

SHRI BHUPESH GUPTA: I will give it to 
them after having a copy of it. 

MR. DEPUTY CHAIRMAN: Mr. 
Vijaivargiya is not here.      Mr. Shah. 

SHRI M. C. SHAH: I have heard the hon. 
Members with great patience and attention. 
Some of the Members have raised some 
important points. However, I shall try to meet 
their points as far as possible. 
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[Shri M. C. Shah.] 
The first point which is important was 

raised by Dr. Kunzru and Prof. Wadia. They 
questioned the wisdom. of the Government in 
having come to a decision about 
nationalisation of insurance. And they also 
complained that the reasons given by the Gov-
ernment were not convincing. They said, and 
my friend, Mr. Ghose, also said, that the 
decision was taken mainly on the grounds of 
irregularities, malpractices and such other acts 
of omission and commission. They said that 
reasons were given for raising the resources 
for the Second Five Year Plan. Sir, I would 
like to refer in this connection to what I said 
when I piloted this Bill. If the hon. Members 
will refer to my speech, Sir, they will be able 
to find the real position. I stated as follows: — 

"I shall now explain briefly why 
Government felt it was imperative to 
nationalise life insurance business. With the 
Second Five-Year Plan in the offing, it was 
essential that the savings of every section of 
the people should be mobilised to the full. In 
this task, insurance had a vital part to play. 
We therefore, examined whether life 
insurance, as it was organised in this country, 
could be relied upon to play the role expecteu 
of it. Unfortunately, the conclusions of our 
careful departmental examination conducted 
over an extended period of time, revealed that 
life insurance, as it was organised, did not 
have the capacity for mobilisation of savings 
on the scale demanded." 
Therefore, Sir, the first and foremost reason to 
come to the decision that nationalisation of 
life insurance business was imperative was 
rather to mobilise the nation's savings to the 
full. And after examination for a long period, 
we came to the conclusion that the insurance 
business as was organised at present was not 
capable of doing that job. Sir, we feel that the 
social security service must not only be con-
trolled but also run by the Government.     We 
have already accepted the 

Avadi Congress Resolution for setting up a 
socialist pattern of society. In order to 
implement that resolution, it was imperative 
on the part of the Government to nationalise 
life insurance business. We had been examin-
ing this position even before the Congress 
passed the Avadi Resolution. We started 
examining it in 1951, and thereafter, in the 
years 1954 and 1955. There was an extensive 
examination of this question. From March, 
1955, we had intensified that examination and 
we had also stated on the floors of both the 
Houses of Parliament that this question was 
being examined. And as late as November 
1955, when we piloted the Bill to amend the 
Insurance Act, it was made very clear that 
there was a very active examination of this 
important question, and after examining all the 
pros and cons of the arguments that were 
advanced for and against, and after going into 
all the points that were made by the chief 
people in the insurance industry, we finally 
came to the conclusion that nationalisation 
was in the best interests of the country, and 
nationalisation was the most important factor 
to mobilise the savings of the whole country. 

Therefore, this decision was not a hasty 
one, as some hon. Members have said. It was 
chiefly Mr. Dasappa, I think, who said that, as 
also some others. Mr. Dasappa is not here, but 
I might say that this decision was taken after 
full consideration of all relevant factors and, 
therefore, to come forward with an argument 
that our action was a hasty one is not proper, 
especially when the hon. Members here knew 
and knew perfectly well that Government 
were actively examining this question. 

Some hon. Members have made out a 
grievance that we have not said a word about 
the pioneers of this industry. I have no quarrel 
with those Members; certainly the pioneers of 
insurance business in India deserve all the 
credit that is due, and we shall not grudge 
them this credit, but during the last few years, 
there have crept 
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into this industry very many irregularities and 
malpractices. Therefore, we said that these 
irregularities also must be taken into 
consideration while implementing the 
decision of Government to nationalise 
insurance. Therefore, in order to acquaint the 
hon. Members with the present state of affairs 
prevalent in the industry, we listed out the 
various malpractices. It was not as if all the 
companies were bad; there were some 
companies which were very well managed, 
but they were in a minority. Our experience 
and examination showed that there were many 
acts of omission and commission and acts of 
irregularities practiced during the last few 
years. 

It is not the intention of Government to 
paint black all the insurance companies. It has 
never been said by me here, or by the Finance 
Minister in the Lok Sabha, that the entire 
company management was black, or bad. 
However, we would have been failing in our 
duty if we had not informed hon. Members of 
both the Houses of Parliament as to how the 
state of affairs in the industry was. Many a 
time questions were asked in both the Houses 
about the malpractices committed by certain 
company managements, malpractices which 
were rather revolting. Perhaps hon. Members 
may be knowing the cases of Jupiter and 
Empire insurance companies wherein' nearly 
70 or 80 lakhs of rupees were misappropriated 
by the company management and for which 
those in the management are standing trial in 
the Sessions Court of Bombay. I will not 
dilate on this point because it is no business of 
us to paint the entire industry as bad or dark, 
but I mentioned these facts only with a view 
to counteract certain misapprehensions 
created in the minds of hon. Members by the 
speeches of certain Members like Dr. Kunzru, 
Prof. Wadia and my friend, Mr. Jain, who is 
here or not I do not know. 

I am thankful to the House in that it has 
welcomed this decision of nationalisation. 
Only three Members, Dr. Kunzru, Prof. 
Wadia and Dr. Mookerji    have   opposed   
this.       My 

friend, Mr. Jain, has not made his position 
very clear. He said that if the decision was on 
ideological grounds then that was welcome to 
him. So far so good. As I have said, Sir, social 
security services must be run by Government 
and that is the prime motive of this decision to 
nationalise insurance. We want to give 
security to all the policies that will be taken 
from the companies, now run on behalf of 
Government, and also from the Corporation 
when it will be formed. All such policies will 
have the guarantee of the Government of 
India and that is possibly the greatest security 
that could be given to the policy holders, 
present and prospective. 
Much was said about the Ordinance, in regard 

to the issue of an ordinance for implementing 
the decision of Government. It was said that this 
was not democratic and was rather a dic-
tatorship. My friends, Dr. Kunzru and Prof. 
Wadia, spoke at length on that point. Dr. Kunzru 
stated that this power of issuing an ordinance 
was given to the President only for real 
emergencies and that it should be used only very 
sparingly. I agree with him. The Government of 
India are very watchful and very careful to see 
that no ordinance is issued unless there is an 
emergency, unless there is an urgent necessity, 
unless there are valid reasons for the issue of an 
ordinance. Here, the decision was taken on the 
18th January, 1956 j and if we had not issued an 
ordinance on the 19th, as we did, there was 
every possibility of certain malpractices being 
resorted to by certain sections of the industry. It 
was said that we had wide powers under the 
Insurance Act and if such malpractices were 
found existing in those irresponsible sections, 
sections which did not care for the interests of 
the policyholders, it was open to us to have 
taken action against them. That, I believe, will 
not be a wise step when we know for a fact that 
such things have occurred and also that they will 
occur. 

I know of two or three cases of such nature. 
One company was taken under liquidation and 
on the eve of 



2799       Life Insurance [ RAJYA SABHA ] Provisions) 2800 
(Emergency Bill, 1956 

[Shri M. C. Shah.] liquidation orders, it sold 
out Govern- I ment securities worth a crore of 
rupees and immediately purchased some lands. 
On enquiry it was found that the price that was 
paid was very much more than the market 
price. That was done in order to misappro-
priate a part of the funds. One company 
wanted to issue debentures. They wanted a 
loan from the insurance company. The 
Government of India refused to give them 
permission to float debentures again. And 
under the excuse of approved investments, the 
value of the plant of that concern was taken at 
thrice the market price and those debentures 
were taken over by two allied managements of 
an insurance company. There are cases and 
cases and if I quote them all, I think, I will 
have to take a very long time of the House. I 
just mention these things in order to convince 
hon. Members that there are irresponsible 
people. In the Jupiter and Empire life 
insurance companies, loans were given to 
fictitious persons. And the sum was not a small 
one. It was something to the tune of Rs. 78 
lakhs or Rs. 80 lakhs. So, if there had been a 
time lag between the decision and the 
legislation, such things would have happened 
in a big way. Certain managements would 
have given loans to certain fictitious persons, 
would have purchased properties which were 
not of a value to the tune of the loan given and 
such transactions would have been rather on a 
very big scale. We are not in a position to say, 
even from among the approved investments 
that are made by these companies, how many 
are fictitious ones, or loans given on securities 
which are far short of them, or of properties 
purchased wherein huge prices have been 
given. There was a recent instance which I had 
mentioned, I believe, here as well as in the Lok 
Sabha. One company purchased a building in 
Bombay for about a crore of rupees from some 
surveyors or architects. Valuation was also 
made. But we were very well advised that the 
price was a fabulous  one.       We  wanted  to  
take 

over that insurance company under section 
52(a). But, in the meanwhile, the Supreme 
Court had given judgment in 'the Sholapur 
Spinning and Weaving Mills case that the 
powers under which that mill was taken over 
was ultra vires of the Constitution. We were 
advised then that possibly, this section 52(a) 
also might be declared ultra vires. Therefore, 
we had to drop the idea of taking over that 
insurance company at that time under section 
52(a) of the Insurance Act. When the 
Constitution was amended, we took good care 
to see that under section 52(a), a fair 
compensation was included in the Schedule. 
So, we had thought over this matter very 
carefully and we decided to advise the 
President to agree to the issue of an ordinance 
in this matter. 

These are all the facts which support the 
decision that we have taken. There is no 
question of dictatorship there. There is no 
question of democracy versus dictatorship. 
My friend, Dr. Kunzru said that, while 
considering the economic progress, we should 
not forget the ideals of democracy. I entirely 
agree with him. We are taking action in a 
democratic way. We are nationalising life 
insurance business and we propose to pay fair 
and adequate compensation, though my 
friends on the other side will immediately 
jump and say that we would like to 
appropriate everything that we can lay our 
hands upon. But we are functioning in a 
democratic way and we do not propose to go 
beyond the democratic principles of giving 
fair and adequate compensation when we 
acquire property. Therefore, we have provided 
for fair and adequate compensation in the 
main Bill. 

SHRI BHUPESH GUPTA: Why did you 
have the Constitution amended? 

SHRI M. C. SHAH: We have to give fair 
and adequate compensation. 

Now, Sir, it was argued and urged by Dr. 
Kunzru whether we could not have achieved 
the object of having a healthy working of 
insurance companies by legislation  and 
control.       In 



2801 Li/e Insurance [ 15 MARCH 1956 ] Provisions) 2802 
(Emergency Bill, 1956 

1950, the Insurance Amendment Act was 
passed. At that time, we thought that the 
controls that were imposed by that Act would 
improve things and perhaps, the insurance 
industry would play their role in mobilising 
savings, and in avoiding excessive or 
extravagant expenditure. But we found that it 
was not possible. There was extravagance in 
expenditure. There is no doubt about it, as was 
stated by my friend, Shri Parikh. He quoted 
facts and figures in this House yesterday to 
convince the House that there had been 
abundant extravagance in expenditure.     I 
thank him for that. 

SHRI BHUPESH GUPTA: How much do 
you pay for the custodians? 

SHRI M. C. SHAH: Custodians are 
paid according to the pay that they 
used to get. Sir, today my friend, 
Shri Bhupesh Gupta is impatient..................... 

SHRI BHUPESH GUPTA:      No, no. 

SHRI M. C.  SHAH:    ................ and also 
emotional. He just wants to know how much 
we pay to these custodians. He forgets that 
this is an interim period. We have just taken 
over the management of insurance companies. 
That means that all these insurance companies 
are working as the agents of the Government 
of India. And in order to have a complete 
check and an easy transition from this position 
of temporary management to full proprietary 
right and management, we have taken in 
experienced people from all the companies 
and have placed them in various companies as 
custodians. We have appointed them in other 
companies and thereby, we want to see that, 
though under the law they are acting as our 
agents, they may not do any harm to the 
policy-holders. To make the transition more 
easy, in this interim period, we have to pay 
them the salaries that they used to get. When 
the Corporation is established, it will certainly 
standardise the salaries of all the employees of 
the insurance companies, and there will be a 
ceiling over which no employee, be he a 
manager or anybody else, will be paid. 

SHRI BHUPESH GUPTA:    Rs 5,000. 

SHRI M. C. SHAH: The pattern will be 
accordingly to the pattern of Central 
Government employees. If my friend, Mr. 
Bhupesh Gupta is patient for two or three 
months, till the Corporation is established, he 
will find that everything that the Corporation 
does is absolutely fair and is according to the 
pattern of the Central Government services. 

I think that the House is convinced, except 
one Member here and one Member there, 
about the necessity for the ordinance. 
Nationalisation has been not only welcomed 
but very enthusiastically welcomed. Even my-
friends on the other side have welcomed this, 
and I am really grateful to my friend, Mr. 
Khan, who made a very stirring speech 
welcoming this step of nationalisation. So, I 
don't think I should take much time of the 
House on these points. 

Now, I will turn to some of the matters 
which were referred to by Members while 
speaking on the Bill. Some of those matters 
concern the main Bill. I have taken note of all 
the suggestions that have been made with 
regard to the main Bill for the establishment 
of a Corporation. Some questions were raised 
by certain Members about the salaries of emp-
loyees, about salaries to be paid to the agents 
and other people. I have received some 
representations also from the Employees' 
Unions. I have received two letters from my 
friend, Mr. Mazumdar, who is not here. I have 
looked into all these cases and I can assure the 
House that whatever assurance the Finance 
Minister gave to the employees in his 
broadcast on the 19th January, at 8-30 P.M. 
will be carried out, and if hon. Members have 
got any specific cases wherein our policy is 
not implemented, let them send me those 
cases. I will personally look into those cases 
and will see that the policy of the Government 
is implemented to the fullest possible extent. 
About    the    agents,    I have already 
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LShn M. C. Shah.] stated that there are 
2,79,000 agents and that there is a good 
proportion of dummies, really 33 per cent, or 
so. There are about 33 per cent, women 
agents. 

SHRI BHUPESH GUPTA: Women are not 
necessarily  dummies. 

SHRI M. C. SHAH: So, all these cases will 
have to be looked into. Through these agents 
and field workers, we propose to approach the 
common man in every nook and corner of the 
country to take an insurance policy. As I 
already stated in introducing this Bill, our idea 
is that the common people should be 
persuaded to take insurance policies, whatever 
the denomination they may be in a position to 
pay premiums on. We propose to take 
insurance, which is now concentrated mostly 
in the urban areas and among the richer 
classes, to the rural areas and to the common 
men of the country, and I am sure my friend, 
Mr. Bhupesh Gupta, will fully co-operate in 
making this scheme a grand success. 

Then, my friend, Mr. Gupte, raised one or 
two points. One was about the managing 
directors. I have already said that those 
managing directors who are full-time workers 
of insurance companies, who do the business 
of insurance as full-time workers, will be 
retained, and that their further employment 
after the Corporation is established, will be 
considered by the Corporation. If he has any 
specific instances wherein this policy is not 
implemented by the custodiaYis, I will invite 
him to send me those cases. 

Then, he also spoke about the rates of 
premium. He said that in Maharashtra there 
are several companies which quote lower 
premium rates than what we have decided 
upon. When we decided to nationalise life 
insurance business, it was imperative that we 
must have a uniform rate of premiums 
throughout the country, and therefore, we    
appointed an    expert 

committee of actuaries to go into this question 
and to advise us on it. They went into the 
question very very carefully and they came to 
the conclusion that, if we give one rupee, i.e., 
5 per cent, approximately, less than the 
premium rates charged by Oriental, which is 
one of the best companies in the country, it 
will be fair and proper. So, we immediately 
took that decision and we said that all 
insurance policies taken after 20th January, 
1956 will have this five per cent, reduction in 
the premiums. 

SHRI BHUPESH GUPTA: Messrs. 
Cunningham, Reddington and others came 
here on deputation from abroad. Did you 
consult them? 

SHRI M. C. SHAH: I don't know anything 
about it. Are they communist friends? 

Now, it is not possible to reduce the 
premiums immediately after the decision was 
taken. No country can do that. We have to 
consider how the work is going on for a 
number of years and then, and then only we 
will have to see to the mortality ratio, to the 
yield on investments, the expense ratio and all 
these things. If later on the situation justifies 
any further reduction in premiums, we will 
certainly do it. Even with this present 
reduction, I hope that the Corporation will do 
very good business and that every patriotic 
Indian will support it by taking a life 
insurance policy with the Corporation. 
Morever, we have decided to take only 5 per 
cent, as profit, and the balance 95 per cent, 
will   go    to    the   policyholders 
2 PM *n the form °* bonuses. We propose to 
maintain the bonus that is being given. Of 
course we will have to classify the companies. 
That will all come after the Corporation is 
established, but today after this reduction in 
the premium, we cannot go any further. My 
friend Mr. Gupte said that there are certain 
companies which quote low premiums. But if 
we go through the figures, we find that only 7 
per cent, of the business is taken.     I believe, 
less than 7 
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per cent, of the total business is transacted 
by these companies having premiums less 
than the Oriental, but then there is a greater 
advantage in the fact •of security. When the 
Government of India gives guarantee to all 
the policies, then as against all these small 
companies which quote slightly less 
premiums, as was stated by my friend Mr. 
Gupte the other day, the counter-advantage 
of having the Government guaranteeing 100 
per cent, security is far more balanced than 
the Re. 1 or 0/8/0 less in premium. It is 
because the small companies wish to 
compete and get business, that they quote 
lower premiums, but at times it so happens 
that part  of these premiums is being 
devoured in expenditure. Then the bonus 
will be affected, and slowly and slowly, the 
position may come when such companies 
will not be in solvent circumstances. 
Therefore, my friend Mr. Gupte will realise 
that the interests of the policy-holders are 
very well safeguarded by this lowering of 
premium by 5 per cent, approximately from 
the Oriental. 

A point was raised with regard to the 
cooperative insurance companies. My friend 
Shri Rajagopal Naidu has raised that 
question. Other friends had also raised it. 
There is already an amendment to that 
effect. I am afraid that Government cannot 
accept that amendment. Today, there •are 
only 16 cooperative insurance companies in 
the country and they are very small ones and 
when <the Government decides to have a 
monopolistic business, it will not be safe and 
proper to allow any other concern to 
compete with the nationalised life cor-
poration. It has been stated by some— 
perhaps by Prof. Wadia and Dr. Kun-zru—
that we can allow some companies run by 
private sector and some companies by the 
Nationalised Life Insurance Corporation, but 
today, because these malpractices—at times 
cut-throat practices in order to have more 
business compared with •other companies—
have been prevalent if we allow the private 
sector, I am sure that all such efforts will be 
made 

by these companies—rather I should 
say—in order to undermine the nation 
alised insurance corporation, without 
caring for the results on the compa 
nies and the interests of the policy 
holders. As a matter of fact, this 
life insurance business is a co-opera 
tive effort of all the policy-holders and 
therefore, this co-operative instinct 
is there in the lift insurance 
business itself. I am afraid we can- 
!  not allow such small................  

SHRI   P.   S.   RAJAGOPAL   NAIDU 
i   (Madras):      Why don't you leave the 

whole thing to the cooperatives    and 
why    should   the    Government    take 

over? 

SHRI M. C. SHAH: We would have liked 
that if we had known that the results of these 
cooperative companies were very 
encouraging. They are small cooperative 
companies. My friend Mr. Naidu will forgive 
me if I say that our examination shows that 
the companies are small and malpractices are 
rampant in these companies, and I don't know 
also whether they are all solvent. Therefore, if 
the results were encouraging and if they were 
spread all over the country, certainly the 
Government would have considered that 
aspect, but today's examination shows very 
clearly that if the company is small the 
malpractices are greater. The conditions are 
almost—if not insolvent—just near the same. 

SHRI H. C. DASAPPA: Which is the 
cooperative society which is engaged in 
malpractices? 

SHRI M. C. SHAH: I will give that list. If 
my hon. friend, the ex-Finance Minister of 
Mysore, wants that, then I will give him a 
detailed list and I have got that list ready. 

(Interruptions). 

SrfRi P. S. RAJAGOPAL NAIDU: We 
would like to have it. 

SHRI M. C. SHAH: When you consider the 
Life Insurance Corporation Bill, I will give 
that list here also.      I think, I have covered 
mar.y 
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[Shri M.  C.  Shah.] of the points that were 
raised by the hon. Members and I have also 
taken about an hour. 

SHRI H. C. DASAPPA: YOU have not 
touched the state insurance. 

SHRI M. C. SHAH: For the state insurance, 
we have already provided in the Bill that 
wherever there is compulsory State 
Employees Insurance Scheme, we will not 
touch it, but about the general life insurance 
business I am afraid, we will have to apply the 
same yardstick, and when we want to have 
monopolistic business centered in one Central 
Corporation, we will have to take over that 
business too. That is the present decision of 
the Government, subject to whatever change 
might be made later on. 

SHRI H. C. DASAPPA: May I take it that it 
is an open question for the select committee 
to consider? 

SHRI M. C SHAH: The select committee 
can do anything and everything. We cannot 
ask the select committee to do this and not to 
do that. Now, there was also one point raised 
that this will be centralised, and so this will be 
bureaucratis-ed, and there will be red-tape; 
there will be delay, and all the faults, alleged 
faults, in the administration of the 
Government departments will also be reflected 
in that. If the hon. friends had carefully read 
the -main Bill, they would have found, that we 
want to have a Central Corporation and today 
we have envisaged four zones—South, East, 
West and North, and those zones will be more 
or less autonomous. There will be no 
interference in the day to day administration 
of those zones. There will be no difficulty in 
getting claims immediately—perhaps more 
speedily than from many of the present com-
panies, and also to give loans to the policy-
holders. All these things will be done by thoss 
zones more or less on an autonomous basis. 

As hon. Members would have seen, we also 
propose to run this corporation and the work in    
the zones on 

commercial lines. We want to enthuse the 
people of India to become insurance-minded. 
We want everyone who can afford it, to save a 
small amount and take up a life insurance 
policy and to profit by it and to provide for 
themselves security in old age or some 
security for their widows and children in the 
event of death. Here, Dr. Murari Lai just now 
pleaded about the life policy to be converted, 
or if lapsed, to be kept alive. This question 
will have to be examined, but my first reaction 
is rather against it, because when I choose to 
take a life policy and pay a smaller premium, 
then I must also take the risk. If I die earlier, 
certainly my heirs will get the money earlier. 
If I manage to live long, then certainly, I have 
to pay something more. Therefore, there is no 
question of taking pity on old people. If I 
understood him rightly, that, I think, is the 
position. 

Anyway, I have not been an the insurance 
business and I do nctf know much. But I 
believe there is a clause to say that if the 
premium is paid for some time, and then it is 
not paid by the person who had taken out the 
policy, then the company would pay it for 
some years and charge some interest from the 
person, or it can be made a paid-up policy. 
(Interruptions). I have got only a policy for a 
thousand rupees. 

SHRI BHUPESH GUPTA: When does it 
mature? 

SHRI M. C. SHAH: After my death. I have 
already paid more than a thousand rupees, for 
I have been paying at the rate of Rs. 43/2 for 
26 years. 

SHRI SHRIYANS PRASAD JAIN: So you 
have outlived your policy. 

DR. R. P. DUBE (Madhya Pradesh): But he 
does not need a policy at all. 

SHRI M. C. SHAH: It does not matter. If 
you feel like it, I may make it paid-up. 

DR. R. P. DUBE: And give us a dinner.       
~v 
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SHRI M. C. SHAH: But unfortunately I 
have got only eight annas in my pocket. 

Now, I think I have covered almost all the 
important points. It only remains for me to 
deal with the im-' portant point raised by my 
hon. friend Shri Bhupesh Gupta when he 
began his speech, and that is about the dis-
closure. 

Sir, the hon. Member has referred to the 
alleged leakage of the decision taken by 
Government to promulgate the ordinance for 
taking over the management of life insurance 
business in the country, and his information is 
that this led to heavy speculation on the stock 
exchange and its consequent demoralisation. 

MR. DEPUTY CHAIRMAN: Has Mr. 
Gupta laid that letter on the Table of the 
House? 

SHRI BHUPESH GUPTA: Yes, Sir, I have 
given it. 

MR. DEPUTY CHAIRMAN: Where is it? 
SHRI BHUPESH GUPTA: Anyway, I have 

read it out. 

MR. DEPUTY CHAIRMAN: But if it has 
not been laid on the Table there should be no 
reference to that letter. 

SHRI BHUPESH GUPTA: I have already 
placed it on the Table. I repeat that I have 
already laid it on the Table. But the hon. 
Minister, the way he puts it, is not quoting it 
properly. Nobody asked me yesterday that it 
should be laid on the Table. I read it out and 
gave it to the stenographers to use it. You can 
have a look at it and put it on the Table or 
anywhere you like. 

MR. DEPUTY CHAIRMAN: All right. 

SHRI JASPAT ROY KAPOOR: Sir, is the 
position clear now? 

MR.  DEPUTY CHAIRMAN:       Yes, it is 
on the Table. 

SHRI JASPAT ROY KAPOOR: But •I have 
not been able to have a look at it. For the past 
two hours I have been trying to get at it and I 
could not. 

MR. DEPUTY CHAIRMAN: The hon. 
Minister is seeing it. 

SHRI M. C. SHAH: Sir, I will take another 
five or seven minutes. 

SHRI JASPAT ROY KAPOOR: Sir, on a 
point of order. 

MR. DEPUTY CHAIRMAN: Now, the 
position is clear. 

SHRI JASPAT ROY KAPOOR: But I am 
raising a point of order. 

MR. DEPUTY CHAIRMAN: It has been 
laid now on the Table. 

SHRI JASPAT ROY KAPOOR: When? 
Just now? 

MR. DEPUTY CHAIRMAN: A little 
earlier. 

SHRI JASPAT ROY KAPOOR: But 
I have been trying to see this letter 
for the past two hours and more. I 
was told by one of the secretaries that 
the letter was with him, but it had 
not been laid on the Table .....................  

MR. DEPUTY CHAIRMAN: It is now on 
the Table and it is all right. 

SHRI JASPAT ROY KAPOOR: But the 
question is: when did it come on the Table 
and iiow? 

MR. DEPUTY CHAIRMAN: It was given 
to the reporters. Now it has come back. 

SHRI JASPAT ROY KAPOOR: But 
then,  Sir ............. 

AN. HON. MEMBER: Now it is a matter of 
the past. 

SHRI JASPAT ROY KAPOOR: No, it is 
not a matter of the past. It is a matter of 
privilege. Who gave it to the reporters? It is a 
question of the privilege of the House. If it 
had been laid on the Table, it should have 
been readily available to me. 

SHRI BHUPESH GUPTA: Sir, I don't think 
the secretariat is to blame 
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[Shri Bhupesh Gupta.] 
for it.      Yesterday,    I    quoted    that 
letter ............  

MR. DEPUTY CHAIRMAN: Yes, and Mr. 
Gupta had given it to the reporters. When it 
was raised here I said it should be laid on the 
Table of the House. It has come to the Table. 

SHRI BHUPESH GUPTA: When the Chair 
asked me to lay it on the Table, I agreed and it 
has come to the Table. 

MR. DEPUTY CHAIRMAN: Yes, the hon. 
Minister can proceed. 

SHRI M. C. SHAH: Now, this letter is by 
one Mr. R. S. Balotia. Journalist, and it is a 
letter addressed to Mr. A. K. Gopalan, M.P. It 
is not addressed to Mr. Gupta. It is a letter by 
Mr. R. S. Balotia, Journalist, Calcutta 7, 107 
Chitaranjan Avenue, dated 6th March, 1956. 
Sir, the date of this letter is important and I 
will explain why. As regards the alleged 
leakage and the heavy speculations of the 
stock exchange and its consequent 
demoralisation, as far as we can see, it is very 
improbable that there has been any leakage. 
The first intimation we had that there may 
have been a leakage was when we received an 
anonymous post card from Calcutta, dated the 
27th January. I will quote from it. 

"On the 20th instant, you announced the 
nationalisation of life insurance at 8-30 
P.M., and obviously you had taken all the 
precautions. But still due to their influence, 
Birlas somehow got the news at 12 in the 
NOON and first took as much undue 
advantage from it as they could by selling 
Indian Irons 2 lakhs of them right from the 
beginning of the session at 12 to the end of 
it at 2 P.M. The rate tumtpd from Rs. 38/4 to 
Rs. 37 before your announcement and to 
Rs. 36 the next morning and to Rs. 34 a day 
later. They already had a bear position to 
the tune of Rs. 8 lakhs. The Stock 
Exchange is completely demoralised and 
there is difficulty of payment." 

Sir, the wording of this letter may 
please be noted, for ................. 

SHRI BHUPESH GUPTA: Sir, this letter 
also should be laid on the Table, because I 
have not seen it. I did not know of it 
yesterday. 

MR. DEPUTY CHAIRMAN: It is an 
anonymous letter. 

SHRI BHUPESH GUPTA: Whatever it be, 
it is a document. On a point of privilege, Sir, 
it may be a codicil or will or anything, it is a 
document and it is read out and so I submit, it 
should be laid on the Table. He has the right 
to seek protection under any particular rule, if 
for public reasons, he does not want to place it 
on the Table. But Sir, here is a document 
which the hon. Minister had read out and so I 
ask it to be placed on the Table of the House. 
He cannot get exemption from it, unless he 
seeks protection under a particular rule of the 
Rules of this House. 

MR. DEPUTY CHAIRMAN: No 
anonymous letter can be read out in the 
House. 

SHRI SATYAPRIYA BANERJEE 
(West Bengal): But if has   been 
read out by the hon. Minister. 

SHRI BHUPESH GUPTA: Sir, I did not 
read out any anonymous letter. I read out a 
properly signed letter. 

MR. DEPUTY CHAIRMAN: He can only, 
if he wants, give the substance of a letter, if it 
is anonymous. 

SHRI M. C. SHAH: I will give the 
substance of it. 

SHRI BHUPESH GUPTA: Sir, I want the 
document from which the hon. Minister was 
reading out, to be laid on the Table of the 
House. 

SHRI M. C. SHAH: We have no 
objection to place that on the Table 
of the House, but because I thought 
that it was an anonymous letter ......................  

SHRI BHUPESH GUPTA: So many things  
are happening anonymously. 



2813 Life Insurance I 15 MARCH 1956 ] Provisions) 2814 
(Emergency Bill, 1956 

MR. DEPUTY CHAIRMAN: No 
anonymous letters can be read out in the 
House. You can give a gist, if you want. 

SHRI BHUPESH GUPTA: On a point of 
order, he has read it out. The hon. Minister 
should know the Rules of Procedure better 
than I do. It is for you to decide as to whether 
he could pocket it now, or whether he should 
lay it on the Table of the House. 

MR. DEPUTY CHAIRMAN: I rule that 
both sides should know the Rules of 
Procedure and observe them. 

SHRI M. C. SHAH: I may not be 
knowing the Rules and I do not mind 
getting knowledge from him so far as 
the Rules are concerned but about 
ideology ............  

DR. R. P. DUBE: I want to know whether 
the hon. Minister read the letter or gave a 
precis. 

SHRI BHUPESH GUPTA: He said 
he was reading out from an anony 
mous letter ...............(Interruptions). 

MR. DEPUTY CHAIRMAN: Order, order. 
SHRI M. C. SHAH: The writer, as 

you will see, has made......................  
SHRI GOPIKRISHNA VIJAIVAR-GIYA 

(Madhya Bharat): May I know, Sir, how much 
business was transacted on that date? 

SHRI M. C. SHAH: Sir, I want to 
take some time, say five or seven 
minutes and I want to give the whole 
picture. The Government have 
enquired into it ................. 

SHRI BHUPESH GUPTA: But do not start 
it with an anonymous letter. 

SHRI M. C. SHAH: If somebody has not 
the moral courage to address the Government 
we generally ignore anonymous letters, but 
this was a -very important matter and 
therefore, we took note of the anonymous 
letter. 

SHRI BHUPESH GUPTA: Why 
should it be called an important let 
ter? Is it because he has to ans 
wer ...........  

SHRI M. C. SHAH: Because it was 
alleged that there was a leakage. The 
gentleman who wrote that letter said 
that on the 20th we announced this 
decision and all these things happen 
ed.     Therefore, we say .................. 

SHRI H. P. SAKSENA (Uttar Pradesh) : 
May I correct the hon. Minister? He said, 'the 
gentleman who wrote that letter'. He is 
wrong; it may be a lady. 

SHRI M. C. SHAH: Sir, the writer, 
as you will see, has made an initial 
mistake. The Finance Minister's 
announcement was made not on the 
20th of January but on the 19th. Nor 
is it correct to say...................  

SHRI BHUPESH GUPTA: Sir, May I know 
what he is reading? 

SHRI M. C. SHAH: I am reading my brief 
prepared for you. 

The writer, as I said, has made an 
initial mistake. The Finance Minister's 
announcement was made not on the 
20th of January but on the 19th. Nor 
is it correct to say that sale of two 
lakhs of shares is a heavy operation as 
Stock Exchange operations go. It 
would be more likely if someone had 
advance intimation of nationalisation, 
the operations would have been very, 
very much bigger. We receive^ 
regularly every week reports from the 
Reserve Bank relating to important 
monetary and financial developments 
in the country including developments 
on the Stock Exchanges of Calcutta 
and Bombay. None of these indicat 
ed that anything unusual had taken 
place on or about the critical day. 
Nor apparently had anyone else dis 
cerned anything unusual for over a 
week. However, once this suspicion 
was brought to our notice .....................  

SHRI BHUPESH GUPTA: May I rise again 
on a point of order? You have given a ruling 
that anonymous letters should not be read out 
in the House. Not only has he read it out but 
he is now giving the answer to that 
anonymous letter. My letter does not relate to 
these things. 

MR. DEPUTY CHAIRMAN: He is reading 
his speech. 
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SHRI BHUPESH GUPTA: When 
you do not allow an anonymous letter 
to be read out, can he assume the role 
of answering that particular anony 
mous letter in which...................  

MR. DEPUTY CHAIRMAN: Order, order. 
All that he said was that he received an 
anonymous letter and he gave a gist of what it 
contained. 

SHRI BHUPESH GUPTA: He read it out. 

MR. DEPUTY CHAIRMAN: No. He did 
not read it. 

SHRI M. C. SHAH: I do not understand 
why he is so panicky. 

SHRI BHUPESH GUPTA: I am not panicky 
at all.     You look at me. 

SHRI H. C. DASAPPA: Could there be any 
family relationship between the writer of the 
letter read out by Mr. Bhupesh Gupta and the 
writer of this anonymous letter? 

MR. DEPUTY CHAIRMAN: Order, order. 

SHRI M. C. SHAH: If Mr. Gupta will have 
some patience, he will have more light. 
Ordinarily he has no light.     I want to throw 
some light. 

So, once this suspicion was brought to our 
notice, we thought it desirable to make an 
enquiry into any significant movement of 
prices on the Stock Exchange in Calcutta and 
in particular in the prices of Indian Irons. 

The result of these inquiries was to confirm 
our general impression that it was highly 
improbable that a leakage had occurred. No 
operations of a significant nature appeared to 
have taken place except in regard to Indian 
Irons. In respect of them, apparently on the 
19th, heavier sales took place which may have 
been due wholly or in part either to an intel-
ligent anticipation of nationalisation of 
insurance, or to an intelligent study of the 
trend of the market, or to some 

special inside knowledge. The opening 
quotation on the 19th of Indian irons on the 
Calcutta Stock Exchange at 12 NOON was Rs. 
37/13 and this soon improved to Rs. 38/5 on 
reports of a favourable turn of the market in 
Bombay. About that time, the market was 
surprised by a sudden heavy sale of Indian 
Irons by a number of large brokers who 
usually operate for Birlas. Similar, though not 
as large, sales were also reported to have been 
done by-the same agencies in Bombay before 
the Stock Exchange closed at 2 P.M. The price 
receded to Rs. 37/8 as against the opening 
price of Rs. 37/13. There has thus been no 
phenomenal fall. After the announcement 
regarding nationalisation, selling gathered 
momentum, and the price is reported to have 
gone down to Rs. 36/2. It is doubtful if 
someone was in a position to make a confident 
guess that prices will move downwards. It is 
possible that he may have made an intelligent 
guess that nationalisation of insurance was 
imminent. At the same time, it is iary to note 
that a series of developments had taken place 
which were preparing the stock market for a 
big fall in prices. The Calcutta Stock 
Exchange was being artificially supported by 
interested parties and Indian Irons had come 
down from over Rs. 43 in late November to 
Rs. 38. The further fall was perhaps quickened 
by the many unfavourable happenings since 
late December, such as the policy raid on the 
gunny and iron fatka markets, the banks' 
strike, and suspension of bank clearance for 
over three weeks, when the technical position 
of the market could not be known, the news 
that there wa3 a possibility of ar> annual tax 
on total wealth and even lower ceiling on 
incomes which the Planning Commission was 
reported to have recommended the Bombay 
disturbances, etc. Possibly, the decision to 
nationalise insurance came as the last straw on 
the camel's back, since the insurance 
companies had always been regarded as vital 
props for the stock markets all over India. 
Thus even without the selling by Birlas or any 
one else    in. 
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anticipation of nationalisation on the 19th, 
prices would have crashed. 

In short, on the evidence available, a 
leakage could conceivably have occurred and 
been taken advantage of, but if it occurred at 
all, it clearly does not appear to have led to 
any large operations possibly because the time 
available was limited, that is, two Tiours on 
the 19th between 12 and 2. The subsequent 
demoralisation of the stock exchange—he said 
the other day the stock exchange remains 
paralysed thereafter. He has got crazy ideas 
about this demoralisation. The subsequent 
demoralisation of the stock exchange cannot 
be laid at the door of a leakage. For this 
demoralisation of the stock exchanges, as I 
have already indicated, there existed a number 
of reasons, not the least of which was the 
unsound technical position that had developed 
in the Stock Exchange of Calcutta owing to 
the specultive activities of certain large 
operators. Undoubtedly, the uncertainty 
regarding the investment policy of the 
insurance companies after the custodians had 
taken over, contributed to the slowness of the 
recovery of the market, but that is obviously 
something that must be regarded as an 
unavoidable consequence of the decision to 
nationalise. 

It seems to us, Mr. Deputy Chairman, that 
the Ministry of Finance deserve to be 
congratulated on the extreme secrecy which 
attended the entire operation leading up to the 
issue of the Ordinance, in spite of the fact that 
an appreciable number of people had 
necessarily to be taken into confidence. Sir, as 
I stated also the other day, we had sent 54 men 
on the 19th to take their places on the 20th, 
and my friend, Prof. Ranga, said and I have 
heard elsewhere also from big centres, that the 
managements were surprised when they went 
to their offices at about 10-30 to see the 
authorised officials there with the orders of the 
Government to take possession of all 
important documents. Sir, I have done. 

SHRI BHUPESH GUPTA: Sir, I 
would ask two questions in this con 
nection, whether the intelligent guess 
which he has admitted was made................... 

SHRI M. C. SHAH: I have not admitted. I 
said may be. 

SHRI BHUPESH GUPTA: Now, he says 
may be. Anyway, the intelligent guess—was 
it made on the 19th only or was there some 
intelligent guess on the previous day, that is 
the 18th? That is one. Two, what is the time 
lag between the time when this was signed 
and the broadcast that was made? Then Sir, 
last question, since allegations have been 
made against a particular firm, the Birlas, 
here, is this statement made on the basis of 
proper enquiry into the books of the Birlas or 
the books of the associated concerns of the 
Birlas? These things he should tell us other-
wise, no (use keeping us guessing, because the 
matter is very serious. 

SHRI M. C. SHAH: Sir, if my hon. 
friend had cared to listen to what I 
had stated about these, he must have 
understood—all the questions that 
were put to me—an extensive enquiry 
has been made ...............  

SHRI   BHUPESH GUPTA:      I    ask 
him .....  

MR. DEPUTY CHAIRMAN: Order, order. 

SHRI BHUPESH GUPTA: I ask through 
you, Sir, if you like, whether that enquiry was 
made into Birlas' Books?     This is what I am 
asking. 

• MR. DEPUTY CHAIRMAN: He has 
categorically denied that there was any 
leakage and there were other causes which 
brought about the situation. 

SHRI M. C. SHAH: That is all. Sir, I do not 
think I should repeat what I have already 
stated, what I have read, and this was 
prepared because my friend, Mr. Bhupesh 
Gupta, who as I said is emotional, said certain 
things without enquiring    about it—on    the 
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[Shri M. C. SHAH.] strength of this—and 
he himself   has stated that he does not vouch 
for the matters written in this letter. 

SHRI BHUPESH GUPTA: After 
what he has said I will go and start 
enquiring there in order to find out 
whether the President's Ordinance, 
after the promulgation of................  

MB. DEPUTY CHAIRMAN: Order, order. 
MR. DEPUTY CHAIRMAN: The question 

is: 
"That the Bill to provide for the taking 

over in the public interest, of the 
management of life insurance business 
pending nationalisation thereof, as passed 
by the Lok Sabha, be taken into 
consideration." 

The motion was adopted. 
MR.  DEPUTY CHAIRMAN: We 

shall  now  take  up  clause  by  clause 
consideration. 

Clause 2 to 15 were added to the Bill. 
Clause 16—Exemptions 

Mn. DEPUTY CHAIRMAN: There is one 
amendment. Mr. Rajagopal Naidu, are you 
moving your amendment? 

SHRI P. S. RAJAGOPAL NAIDU: Yes, 
Sir. 

MR. DEPUTY CHAIRMAN: You want to 
speak? 

SHRI P. S. RAJAGOPAL NAIDU: Sir, I 
want to explain. 

MR. DEPUTY CHAIRMAN: You have 
already spoken on this question. 

SHRI P. S. RAJAGOPAL NAIDU: I will 
speak in the light of certain allegations made 
by him. 

Sir, I move: — 

"That at page 8, after line 20, the following 
be inserted, namely: — 

'(f) any insurance business carried on 
by   co-operative societies 

registered either under the Central Act or 
under any of the State Acts'." 

MR. DEPUTY CHAIRMAN: The clause 
and the amendment are open for discussion. 

SHRI P. S. RAJAGOPAL NAIDU: Mr. 
Deputy Chairman, my amendment reads that 
the co-operative" societies which are engaged 
in doing insurance business should be exempt 
from nationalisation. I spoke at length yes-
terday as to why co-operatives should be 
exempt from the purview of the operation of 
this Bill. The hon. Minister for Revenue and 
Civil Expenditure has given three reasons why 
no such exemption should be made in the case 
of co-operatives. First he said that the whole 
thing should be of a uniform nature and if you 
want a monopoly in this insurance business, 
we cannot allow any other institution like co-
operative institution to be in the field. Sir, I 
would urge that it should not be made a 
monopolistic attempt on the part of the 
Government, if you want to have a healthy 
competition. Let there be no competition 
between an individual and the Government. 
Let there be competition between cooperatives 
and the Government. Cooperative insurance 
societies exist mainly for the benefit of the 
villagers and anything between a policy for 
Rs. 100 and Rs. 1,000 had been canvassed by 
the co-operatives. I am sure that this 
nationalised insurance company will not 
bestow the attention that is required in the 
matter of insuring villagers. Hitherto, there 
was a sort of co-ordination between the village 
societies and the insurance societies in the 
matter of getting the lives of the villagers 
insured. It was the village credit societies that 
were doing the work of the agents on behalf of 
the co-operative insurance societies. It were 
not the individuals-who are acting as agents, 
as in the case of the other insurance 
companies. It was the village credit society 
that was acting as the agent on behalf of the 
insurance company all these days. 
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And almost every member of the vil- | lage 
credit society had his life insured ranging from 
Rs. 100 to Rs. 1,000. It was the lowest strata 
that was getting benefited out of this sort of in-
surance. Now, I am sure that this benefit will 
soon be denied in future m the villagers if co-
operatives are also nationalised. 

Then, Sir, the second point which the hon. 
Minister urged was that most of the co-
operative insurance societies were not 
working remuneratively, that they were 
unremunerative. To a certain extent I will 
agree with the Minister that the co-operative 
insurance societies were not as remunerative 
as the capitalist insurance societies. That is 
because the co-operative insurance societies 
were insuring the villagers and they were 
only concentrating on them. Their average 
policy is only about Rs. 1200, whereas the 
average policy of any capitalist insurance 
policy is about Rs. 2000 or Rs. 2500. It is 
true that because of this to a certain extent 
their overhead charges were heavy. That is 
because they were concentrating only in the 
villages, which was not peeped into by these 
capitalist concerns. They belong to the lowest 
economic group in the country, where there 
is naturally high mortality rate. Their over-
head expenditure was also a bit high. His 
allegation, therefore, cannot stand a 
moment's scrutiny. There are co-operative 
insurance societies which are thriving, which 
have existed for more than twenty years and 
thirty years. And if only the hon. Minister—
of course, he is very much engrossed in 
talking to his neighbour there—cares to go 
into the balance-sheets of these co-operative 
insurance societies, he will see that lakhs and 
lakhs of rupees are there and they are all 
invested within the co-operative movement, 
apart from the statutory investment in the 
Government securities. Now, all that money 
will be denied to the co-operative movement, 
and the co-operatives hereafter will have to 
borrow at a higher rate of interest. This 
amount that is  available to the co-operative 

movement   from      the    co-operative 
insurance societies will be denied   to 
it hereafter. 

  
Then, Sir, lastly, he made a very serious 

allegation, namely that malpractices exist 
even in the co-operative insurance societies. 
Sir, it may be that there may be some black 
legs as they are in the Government office's. 
There are so many black legs among the 
Government servants. But on that account the 
movement cannot be condemned. He has 
made a very wide allegation that there are 
malpractices, but he has not quoted even a 
single instance as to which co-operative 
insurance society has indulged in such 
malpractices. I am sure the hon. Minister will 
certainly come out with some definite 
particulars instead of making such a wide 
allegations about this movement. Then, Sir, 
we have appointed as custodians the very 
people who were in charge of these insurance 
societies in the capacity of paid managers or 
in some other capacities. Without their con-
nivance, more of these malpractices could 
have been done by the insurance companies. 
They should have been in the knowledge of 
these things, but then the Government have 
chosen to appoint these very people as custo-
dians. 

SHRI J. S. BISHT (Uttar Pradesh): But they 
had to carry out the orders of their masters: 

SHRI P. S. RAJAGOPAL NAIDU: Could 
they not get some people from some other 
department instead of appointing these very 
persons who were a party to all the 
malpractices done on behalf of the insurance 
societies? Sir, I am sure, the hon. Minister 
will come out with facts and if there are really 
any malpractices, he should come out with a 
specific list of the capitalistic insurance 
societies which have  indulged  in  those  
malpractices. 

Then, Sir, it is only the departmental 
people who are actually in the management of 
these co-operative insurance societies. The 
paid secretaries of the co-operative insurance 
so- 
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cieties are mostly drawn from the department. 
They are all Government servants, and if there 
was any malpractice, it is only the 
Government servants who are responsible for 
those things and not the private individuals or 
the non-officials. 

SHRI H. C. DASAPPA: May I say 
a word, Sir? I shall not go into the 
merits at all. All that I pray for is 
that the hon. Minister will keep an 
open mind and have these matters 
looked into .............  

MR. DEPUTY CHAIRMAN: It is a matter 
to be taken up when the main Bill comes up. 
(Interruption.) Mr. Shah. 

SHRI M. C. SHAH: Sir, I have already 
stated that co-operative societies have not 
made much headway. There are only 16 co-
operative life insurance companies in number 
and the total amount of business is less than 
three per cent, of the business transacted in 
the country. 

One of the reasons for nationalisation is that 
we want to offer 100 per cent, security to the 
policyholders. Every policyholder who takes 
out an insurance policy must have the feeling 
that the contract is quite safe; the 
policyholders' safety must be the paramount 
consideration. In spite of control, exercised 
through the Registrar of Co-operative 
Societies as well as the Department of 
Insurance, it could not be claimed that the co-
operatives set a high example of safety in 
respect of policyholders' funds. Actually, a 
leading co-operative insurance company was 
insolvent some time in 1940, and it was only 
through the guidance of the Department of 
Insurance that the company survived. Only 
recently, we have been receiving many 
complaints about the working of another co-
operative society, though it is not actually 
insolvent. Thus, co-operative insurance 
societies are unable to afford that guarantee 
which only Government can give to the 
policyholders. As regards the point that 
investments in 

co-operative societies are safe, we have found 
that the investment made by one insurance 
company in the debentures of a co-operative 
society is in serious jeopardy. I believe that 
the Registrar himself had to look into the 
affairs of the society. 

Sir, I have already said that this life 
insurance itself is a co-operative effort. Why 
should we have a separate co-operative society 
competing with only 3 per cent, of the total 
business? We do not propose to allow any 
unfair competition. All the Indians who want 
to have life insurance policies must come to 
the Central Life Insurance Corporation, be-
cause we are going to have this on a 
monopolistic basis. However, the Government 
of India are taking all possible steps to help 
the co-operative movement. I understand that 
the Food and Agriculture Ministry are just 
going to have a separate Act, and the Central 
Government and the State Governments will 
help the co-operative movement. There is no 
doubt about it. I am all for the co-operative 
movement. But in this matter, I am sorry, I 
cannot accept the amendment of my friend, 
Mr. Naidu. 

SHRI P. S. RAJAGOPAL NAIDU: Sir, I 
beg leave to withdraw my amendment. 

The amendment* was, by leave, 
withdrawn. 

MR. DEPUTY CHAIRMAN: The question 
is: 

"That clause 16 stand part of the Bill." 

The motion was adopted. 

Clause 16 was added to the Bill. 

Clauses 17 and 18 were added to the Bill. 

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

*For text of amendment, see col. 2819 
supra. 



 

SHRI M. C. SHAH:     Sir, I move: "That the 

Bill be passed." 

MR. DEPUTY CHAIRMAN: Motion -
moved: 

"That the Bill be passed." 

SHRI BHUPESH GUPTA: Mr. Deputy 
Chairman, we nave supported this measure but 
I have certain misgivings from the reply given 
by the hon. Minister as to how this measure 
shall be administered. The first thing that I 
would like to make out here is that general 
insurance should also be taken over. There is 
no provision in this Bill to that effect but I 
think that Government should now •consider 
taking over general insurance, that is to say 
nationalising it, for two reasons (1) it is in the 
general insurance field that the foreigners 
dominate and they should be ousted and (2) 
with the developing economy, there will be 
growing business in the general insurance line 
and this would offer a good source of revenue 
for the State, and I don't see any reason why 
general insurance should be kept outside the 
purview of nationalisation. 

The other point that I would like to make 
out here is about the administration. I know 
this is an interim measure but when I asked the 
Minister as to the emoluments ifhat would be 
given to the custodians, he said that they 
would get, what they were getting before; yet, 
in the same breath, he was saying that there 
was  extravagance on the part of the insurance 
companies. Do I understand that as far as these 
officials are concerned, the officers of the old 
companies now turned into custodians, "the 
extravagance would continue at least for the 
time being? He referred to the other Bill, the 
Corporation Bill. I do not know whether, when 
that Bill comes, he will change his mind, but I 
have my fears that these gentlemen would be 
given very high -salaries and the extravagance 
at the top shall continue. 
19 R.S.D.—8. „ JL 

ine appointment of the custodians 
is another important matter and I 
want to say something on it. I 
would request the hon. Minister to 
bear his best thought and judg 
ment over this matter. It appears 
to me that the old people against 
whom, accusations and allegations 
have piled up are being appointed as 
custodians of these companies. In 
Calcutta, 16 custodians have been ap 
pointed out of whom I understand, 8, 
have no experience, as they are not 
actuaries at all. One Mr. Vaidyanathan 
has been appointed custodian of the 
Orient/al". This gentleman had been 
one of the most staunch protagonists 
of the private sector in insurance. He 
had been writing articles during the 
war against nationalisation and the 
articles had been reproduced recently 
in an important economic journal. I 
do not know as to why such people 
should be appointed as custodians 
when others are available. Our ex 
perience in regard to this matter is 
not such as to make us very optimis 
tic about this. We think that the 
Controller of Insurance has failed 
in his duty and that there is nothing 
on earth which can hide this para 
mount fact. Here is a report con 
taining the speech of Mr. A. D. 
Shroff....... 

MR. DEPUTY CHAIRMAN: We are at the 
third reading stage. These things are not 
relevant. You wait for the next Bill. 

SHRI BHUPESH GUPTA: Sir, after life-
insurance, I may expire. 

MR. DEPUTY CHAIRMAN: You will not 
expire. 

SHRI BHUPESH GUPTA: "Government 
have failed to do their duty and have allowed 
the miscreants to go away". This is what Mr. 
Shroff said about the administration of that 
time. I have no assurance from what he has 
said that vigorous efforts will be made to clear 
the administration of this. On the contrary, the 
preference that 
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is being shown towards certain individuals 
who are high up in the insurance field, in their 
appointment as custodians making a man of X 
company the custodian of the Y company, and 
a man of the Y Company in charge of the Z 
Company and so on,' suggests to me that these 
people will be put in important positions even 
when it comes under the State sector. I come 
from a place which is well-known for its 
insurance business. You also know, but I 
know more, because I come from Calcutta. 
Mysore is also important, though for various 
other reasons. Now, in Calcutta, you find a 
number of custodians appointed to manage 
these companies. Why do you appoint Mr. 
Dhiren Mitra as the custodian of a concern? 
He was the Solicitor-General or something 
like that. He was in the Light of Asia 
Insurance Co., which has not got a big story to 
tell. Why do you appoint Mr. Suresh Chandra 
Roy as a custodian? 

MR.   DEPUTY   CHAIRMAN: No 
names. ' 

SHRI BHUPESH GUPTA: Why do you 
appoint Mr. X of the Aryasthan Insurance as 
the custodian of Company Y, when against X 
there are serious allegations? During the war, 
there were all kinds of allegations against him 
when he was the Chairman of the Textile 
Advisory Committee. I know that at that time 
Congressmen had very serious allegations to 
make against him. If Mr. Kiron Shankar Roy, 
the Home Minister of West Bengal, had been 
alive, he would have substantiated what I am 
saying now. There were serious allegations 
against him. This, I think, is objectionable. I 
appeal to the Government to look for very 
good people who are available in the in-
surance field, among the employees. They 
may not be high-up today, but they have got 
talent, devotion, patriotism and honesty. Such 
people should be chosen to man the public 
sector when you develop the public sector in 
so important a business. In almost all the  
insurance    companies, 

there are trade union organisations,, and the 
Government should be well-advised to consult 
these organisations and their Federation with a 
view to working out the practical line along 
which management should be conducted. 
They will be only too willing to help 
Government in this matter. 

Then, there is the penultimate matter about 
investment. I would request the Government to 
keep in mind that investment must be made 
really for the development of th& country's 
economy. They are getting command of a huge 
sector of our economy, more especially with 
lots of funds in their hands. I think, very much 
depends on how these funds are utilised in the 
coming days.. I was a little perturbed by the 
assurance the Finance Minister has given to the 
private sector when he said that, even after 
nationalisation, investment in the private sector 
would continue to be of the same order as 
before. I am a little perturbed by this statement, 
because I think that with the expanding 
economy, with the development of the public 
sector, with the development of economic 
activities under the-aegis of the State, what is 
of paramount importance is the mobilisation of 
the savings of the community for the well-
being of the community. Therefore, I would 
say that the investment should be along those 
lines which are of vital importance and of" the 
required priority. 

Now, I come lastly to the question of 
compensation. I understand that interim 
compensation will be paid. I would request 
you and through you the hon. Minister, to 
accept this request. He is nodding and I do not 
know whether for accepting or rejecting, but 
he nods all the same. I would request him not 
to pay any heavy compensation to any of these 
concerns. Calculations have been made in a 
manner which is most objectionable and huge 
compensations are being paid. Did we amend 
the Constitution of our land, as far as the 
payment of compensation is concerned,  only  
with  a  view   to  paying 
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wnai xney can iair ana adequate com 
pensation, but what we understand as 
blood money? This is what I ask. 
Were we not told, at the time of the 
amendment of the Constitution, that 
compensation would be on a much 
lower scale? The other point is that 
the foreigners should not be given any 
compensation at all. It seems, that 
some members representing foreign 
insurance companies came here. 
This is for your information; you 
know everything, but I will refresh 
your memory. Immediately after 
the issue of the Ordinance, a delega 
tion consisting of Mr. Cunningham of 
the Sun Life of Canada, one repre 
sentative of the Prudential Insurance, 
Mr. Roberts of Norwich Union and the 
local representative of the Gresham 
Life Assurance Company came out 
to Delhi. It appears from the 
press reports that consultations 
took place, in regard to certain 
matters of policy and in regard 
to compensation, between Gov 
ernment and this delegation. Before 
they left the country—and they left 
the country, I believe, on the same 
day the Bill was published—they 
expressed satisfaction about the com 
pensation proposals. I object to any 
compensation being paid, because they 
did not bring in any share capital 
from abroad. The whole thing has 
been built up Here with our money 
and there is no earthly reason why, 
whatever may be the ideological or 
political   philosophy, compensation 
should be paid to them for a thing 
which they have built out of our 
money, out of our savings. Therefore, 
I would suggest the paying of no com 
pensation whatsoever to any foreign 
„ concern.    I feel    that     these 

people should not be given any 
quarter and much less the chance to exploit 
the situation to their satisfaction, even after 
this measure. 

SHRI J ASP AT ROY KAPOOR: Sir, 
I will take just two minutes. It is 
a matter of great satisfaction that this 
measure has received universal sup 
port in this House. Only three or 
four Members have opposed it, more 
particularly  our friends ................... 

SHRI K. SURYANARAYANA (Andhra):  
Not opposed. 

SHRI JASPAT ROY KAPOOR: No, 
no, two or three members opposed, 
for my hon. friend was not here when 
their speeches were delivered. More 
particularly, it was opposed by hon. 
friends, Dr. Kunzru and Prof. Wadia. 
Well, I would not like to take the 
time of the House in trying to reply 
to the criticisms ................  

MR. DEPUTY CHAIRMAN: He has 
already replied. 

SHRI JASPAT ROY KAPOOR: Yes, 
exactly because of it, I say that it is a great 
pleasure for us that the hon. Mr. Shah has 
delivered today one of the most convincing 
speeches in respect of this measure. 

MR. DEPUTY CHAIRMAN: This is not 
the time to pay compliments. Mr. Shah will 
reply. 

SHRI BHUPESH GUPTA: What will 
remain of the party here if compliments are 
not paid? 

SHRI JASPAT ROY KAPOOR: I would 
not pay any compliments. But I thought that 
the third reading of the Bill was the only 
occasion when compliments might be paid. 
Very welL I will abide by your wishes and 
proceed with my points. 

With regard to the promulgation of the 
ordinance, I would like to submit one point 
only, and that is that the grievance that my 
hon. friend Mr. Bhupesh Gupta has made 
about the leakage, is another convincing argu-
ment in favour of legislation having been 
introduced in the form of an ordinance 
because even the leakage of this ordinance is 
supposed to have led to some evil results. So, 
instead of the ordinance having been promul-
gated, if this had been introduced as a Bill, we 
can very well imagine what grave 
consequences would have followed. In this 
connection, you will give me, Sir, a little 
indulgence in making a submission that this 
matter, when  dealt with    by  Shri    Bhupesh 



 

Gupta, has shown something curious 
about it. I tried to look into the 
speech of Shri Bhupesh Gupta..................  

MR. DEPUTY CHAIRMAN: He has 
referred to it in detail. You need not refer.     
We have no time. 

SHRI JASPAT ROY KAPOOR: If you will 
allow me one or two minutes, I will finish, 
Sir. 

MR. DEPUTY CHAIRMAN: Yon asked 
for two minutes and you have already taken 
that time. 

SHRI JASPAT ROY KAPOOR: Sir, as 
much time was taken by you also. 

The only point that I want to make is in 
regard to compensation. I would suggest that 
compensation need not necessarily be paid to 
all the shareholders. Not that I suggest that 
they should be appropriated, but that it should 
be left to the share-holders themselves to 
decide—whether they would like to sell off 
their shares to the Government and receive 
compensation which they propose to pay or 
whether they would like to remaii as share-
holders of the new Corporation which the 
Government are going to launch. The entire 
money invested in the share-capital is to the 
tune of Rs. 15 crores. I do not know what 
amount of compensation ultimately is likely to 
be paid to them. But it is just possible that 
quite a good number of share-holders may not 
like to dispose of their shares in preference to 
compensation, but may like to continue to 
keep their money invested in the Corporation. 
Even then, it will be under Government 
control. If the Government invest 55 or 60 per 
cent, in the capital of the Corporation and 
allow those share-holders who want to remain 
as share-holders of the Corporation, they 
should welcome it, because, in that event, they 
will not have to spend the money and it will 
be with them for future investments in 
developmental programmes. That was the one 
suggestion which I wanted to make and I 
thank you for your indulgence. 

SHRI M. C. SHAH: Sir, I have taken a very 
long time in replying to my friend, Shri 
Bhupesh Gupta. The points that were made in 
the third reading were not, it seems, known to 
him. So, he took the opportunity of raising 
those points. He reminded us that he came 
from Calcutta. Possibly, all Members of the 
House know his fiery and emotional 
temperament exhibited every time that he 
speaks. There can be no doubt that he should 
be from Calcutta. 

THE MINISTER FOR REVENUE AND 
DEFENCE EXPENDITURE (SHRI A. C. 
GUHA) : I also come from Calcutta and I do 
not think that I would share the same 
temperament. 

SHRI M. C. SHAH: The difficulty is that 
you represent the rural areas of Bengal and he 
possibly comes from Calcutta proper. 

SHRI A. C. GUHA: He does not represent 
any constituency at all. My constituency 
covers almost the suburban areas of Calcutta. 
And I have been residing in Calcutta all these 
years. 

MR. DEPUTY CHAIRMAN: So, there are 
sober people even in Calcutta. 

SHRI BHUPESH GUPTA: Most of them are 
custodians by now. 

SHRI M. C. SHAH: Sir, another 
thing is that he always puts his ideo 
logy of expropriation before this 
House and time without number, it 
has been rejected by it. Still, I must 
congratulate him on his rather insist 
ent, energetic .......... 

SHRI BHUPESH GUPTA: Highly 
instructive. 

SHRI M. C. SHAH: .......... and what not 
temperament in pleading his cause. Now, he is 
aware—and if he is not aware, I should make 
him aware— that Government have taken a 
very heavy responsibility in nationalising life 
insurance business.   And    having 
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taken that responsibility, they are very much 
conscious of their duties and responsibilities 
to the whole nation. So, his advice practically 
was rather uncalled for. 

Now, Sir, about custodians, he said about 
one custodian who wrote something, some 
time back—some years back, and that now he 
has been taken as a custodian. 

SHRI BHUPESH GUPTA: This 
article was published in February ...................  

SHRI M. C. SHAH: Which year? Perhaps, 
he does not know. 

SHRI BHUPESH GUPTA: It has been 
published in that journal I have quoted. 

SHRI M. C. SHAH:   Which year? 

SHRI BHUPESH GUPTA: Another 
custodian wrote in this insurance magazine, 
January   1956. 

SHRI M. C. SHAH: He is unable to reply in 
which year it was. 

SHRI BHUPESH GUPTA: If he will stop, I 
will tell him. January 1956.    (Interruptions.) 

SHRI M. C. SHAH: From my own 
experience, I will tell you that I attended a 
meeting of the custodians— all from Bombay, 
Calcutta, Madras, Delhi and other places—and 
I have found that the custodian whom he re-
ferred to is the most enthusiastic among all. At 
the same time, he feels that this step was the 
only one that Government could have taken. 
He just thought that it should have been earlier. 
But now, about the other custodians, he 
mentions some names from Calcutta. If he 
sends me some specific points or allegations or 
something of those custodians, I can just look 
into it. Otherwise, we cannot appoint as 
custodians people who have no knowledge of 
A, B, C of insurance business. 

SHRI BHUPESH GUPTA: Is it a 
fact that.............. (Interruptions.) 

SHRI M. C. SHAH: Therefore, let him talk 
from experience of persons in the industry 
who are serving. We are having supervision 
all throughout. 

About the general insurance business, I 
thought that it was very well explained that 
life insurance business concerned the 
individual and the general insurance business 
was rather part and parcel of commerce and 
trade. And we are more concerned with the 
well-being of the individuals of this country, 
and therefore, general insurance business 
cannot be taken over because there are risks 
and at the same time general insurance busi-
ness has got yearly contracts only. Here the 
individuals will have a contract for a very long 
time, and we have to safeguard the interests 
and savings of individuals. We therefore 
thought it advisable not to take over general 
insurance business. There are certain mal-
practices going on in general insurance 
business also, and we propose to take stock of 
these things and to handle them as well as we 
can. 

Then, Sir, about compensation. As I said, 
this ideological -^Jpropriation will never 
appeal to us. We would always like to pay 
compensation at a fair and adequate rate. 

SHRI BHUPESH GUPTA: I pro 
test. As a matter of personal ex 
planation ...........  

SHRI M. C. SHAH: We cannot take away 
funds to the extent of Rs. 380 crores without 
payment of compensation to the share-
holders. The compensation must be fair and 
adequate. With a capital of Rs. 5 to 6 crores, 
we may be handling funds to the extent of Rs. 
380 crores and later on it may go to Rs. 1000 
crores. Therefore, the compensation that we 
have proposed in the main Bill is only fair and 
adequate. At the same time, if there is any 
difference of opinion as regards the quantum 
of compensation we pay, the occasion for that 
will be when we discuss the main Bill esta-
blishing the Corporation,     and I am 
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sure, the House will take a very sensible view, 
in spite of the outbursts of the fiery gentleman 
opposite. 

Now, Mr. Kapoor said that certain shares 
be allotted to others. When we are having a 
monopolistic control, it stands not to reason to 
allow any others to participate in that 
business. Therefore, we cannot take outsiders 
as shareholders. The capital will be financed 
by the Government. The share capital will be 
Rs. 5 crores, and possibly from the profits that 
will accrue to the Corporation, these Rs. 5 
crores also will be repaid to the Government 
by the Corporation. 

I don't think I should say much on the other 
points. They will be considered and taken into 
consideration when the main Bill is taken up. 
With these words, I hope that the House will 
agree to the motion. 

MR. DEPUTY CHAIRMAN: The question 
is: 

"That the Bill be passed." 
The motion was adopted. 

THE APPROPRIATION BILL, 1956 
THE MINISTER FOR REVENUE AND 

DEFENCE EXPENDITURE (SHRI A. C. 
GUHA):  Sir, I beg to move: 

"That the Bill to authorise payment and 
appropriation of certain further sums from 
and out of the Consolidated Fund of India 
for the service of the financial year 1955-
56, as passed by the Lok Sabha, be taken 
into consideration." 

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

Hon. Members are aware that this Bill arises 
out of the Supplementary Demands voted by the 
Lok Sabha on the 2nd March, 1956. A copy gf 
Jhese /Table of the House and copies have j 
demands has already been laid on the also 
T>een circulated to hon. Members. 

The reasons for these demands have been    
explained    in    the    foot-notes 

under each demand, it will De seen from the 
introductory remarks added to the printed 
statement that the total additional gross 
expenditure is of the order of Rs. 19-42 
crores, of which Rs. 19-28 crores will be met 
from Revenue and the balance of Rs. 14 lakhs 
from Capital. The net outgo from the 
Consolidated Fund of India would, however, 
amount to Rs. 6-1* crores only. 

Taking into account the earlier two batches 
of Supplementary Demands, the total 
additional gross requirements work out to Rs. 
36-37 crores, out of which Rs. 13:23 crores 
would be   covered by recoveries, surrenders, 
etc., leaving a net additional expenditure of 
Rs. 23*14 crores. As this figure excludes the 
savings under the various grants, it does not 
represent a net excess over the original 
Budget for the year as a whole. In fact, it will 
be noticed from the Budget documents for 
1956-57, that the Revised Estimates for 1955-
56 show a saving of Rs. 12:63 crores in 
Revenue expenditure and Rs. 3-88 crores in 
Capital expenditure. 

Sir, I move. 

THE VICE-CHAIRMAN (SHRI H. C. 
MATHUR):      Motion moved: 

"That the Bill to authorise payment and 
appropriation of certain further sums from 
and out of the Consolidated Fund of India 
for the service of the financial year 1955-56 
as passed by the Lok Sabha, be taken into   
consideration." 

SHRI KISHEN CHAND (Hyderabad): Mr. 
Vice-Chairman, as the hon. Minister pointed 
out in his introductory remarks, this is a 
Supplementary Demand as passed by the Lok 
Sabha. I submit that this is almost the fifth 
Supplementary Demand. Out of the many 
items, I would like to restrict my remarks to 
only a few of them. 

First of all, Vote No. 37—Miscellaneous 
Departments and other Expenditure under the 
Ministry of Finance. 


