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THE SELECT COMMITTEE ON THE LIFE INSURANCE
CORPORATION BILL, 1956

Minutes of Evidence taken before the Select Committee on the Life

Insurance Corporation Bill, x956
Monday the 2nd April, 1956 at 9-30 A. M.

PRESENT
Shri Balvantray Gopaljee Mehta-—Chairman.

Shri Syamnandan Sahaya Shri M. D. Joshi

Shri S, K. Patil Shrimati Sushama Sen

Shri Shriman Narayan Shri S. R. Rane

Shri C. P. Matthen Shri V. B. Gandhi

Shri Feroze Gandhi Shri B, R. Bhagat.

Shri Radhelal Vyas Shri Sadhan Chandra Gupta

Shri Raichand Bhai N. Shah Shri K. Ananda Nambiar

Shri S. R. Telkikar Shri K. S. Raghavachari

Shri T. N. Singh Shri G. D. Somani

Shri Tekur Subrahmanyam - Shri R. Velayudhan

Pandit Krishna Chandra Sharma .

Shri M. C. Shah, Minister of Revenue and Civil Expenditure was also present.

DRAFTSMAN

Shri G, R. Rajagopaul, Additional Secretary and Chief Draftsman, Ministry of Law.

REPRESENTATIVES OF MINISTRIES AND OTHER OFFICERS
Shri H. M. Patel, Secretary, Department of Economic Affairs, Ministry of Finance.

SECRETARIAT
Shri N. N. Mallya—Deputy Secretary.
Shri P. K. Patnaik—Under Secretary.

WITNESSES EXAMINED
1. The Hindusthan Co-operative Insurance Ficld-Workers Association, Calcutta.
Spokesman :
Shri S. B. Chanda.
II. The Insurance Underwriters Association of India, Calcurta.
Spokesmen :
Shri S. S. Al.
Shri Ajoy Ray Chowdhury.

. III. Ths Bombay Life Underwriters Association, Bombay.
Spokesman :
" Shri R. N. Chopra.

1. Hindusthan Co-operative Insyrance Field-
Workers Association, Calcutta.
Spokesman : )
Shri S. B. Chanda. _
(Witness was called in and he took his seat)

-Chairman: What ‘is your mem- " Shri Chanda: It is confined to seve-
bership? ral branches of this particular com-

Shri Chanda: I cannot say. I shall pany,

check up. Chairman: Are these branches
Chairman: Is it - an all-India spread all over India? Or  is it confin-
body or is it confined te any region? ed more or less to any particular area?



Shri Chanda: Before the Ordinance,
practically, it was confined olny to
the Head Office for about a decade
though some of the people from the
branches are members, But after the
Ordinance was issued, we are receiv-
ing applications from different branch
offices and they are forming Zonal
Committees. By now we have got one
Zonal Committee at Lucknow and
another at Patna. Others have not
formed Zonal Committees yet.

Chairman: Have you sent your
Memorandum to the Office here?

Shri Chanda: Yes.

Chairman: That has been circulat-
ed to members. Now have you any
further point except what you have
written down in the Memorandum?

Shri Chanda: As a matter of fact,
our memorandum contains everything.
But the one thing we have to impress
upon the Committee is that in between
the date of issue of the Ordinance and
the actual taking over by the Corpora-
tion the services of salaried personnel,
field personnel particularly, and other
employees should not be terminated.
After the Corporation is established let
there be a Pay and Service Commission
so that that particular body can judge
the merits or otherwise of the work-
ers. In between these periods there
have been some terminations of ser-
vices as we have been reported. This
is not a matter particularly conflned
to Hindusthan Co-operative Insurance.
As you will find from the Memoran-
dum, we have not cited anything on
behalf of that association.

Chairman: Are there many instances
in which services were terminated?

Shri Chanda: Yes, there are a good
number of cases in respect of ditferent

companies.

Chairman: Could you give us a few~
1lustrations—a few names—where the
services of permanent employees have
been terminated?. Could you send us
such a lst?

Shri Chanda: Yes. On Saturday we
have submitted such names to Mr.

Patel, Finance Secretary and we have
referred to some cases also. If you
want an exhaustive list of cases, then
we shall ask for some time so that

" we can collect data and submit it.

Chairman: Whatever information
you possess at present, you can send
it on just as a sample so that we can
know what exactly is happening, and
you can pass on whenever you get
additional data. We need not wait for
the list. The Committee’'s work will
go on,

Are you not satisfled with the pro-
visions made in the Bill for the em-
ployees?

Shri Chanda: Not exactly. They
have not made any room for the ex-
employees in general. There is a pro-
vision which says that after the Cor-
poration is formed, their services will
be transferred to the Corporation and
power is given to the Corporation to
reduce their pay and in terminated
cases to give them compensation
equivalent to three months’ remunera-
tion. There is also provision for a
shorter notice, i.e., say, one month’s
notice. It is not generally the custom
of any mercantile firm to send away &
man without giving him at least one
month’s salary as gratuity for each
year of his service plus the leave say
he has got to his credit. That is so
as far as the Corporation is concerned.
We also want a Pay and Services Com-
mission. We feel that the Corpora-
tion will function as the Board of
Directors of a Company. If every
power is given to them, there will be
scope for anomalies. So, we propose
that a Pay and Service Commission
should be established and that will
probably satisty all categories of
workers.

Chajrman: I should like to know if
there will not be some cases in which
there might be rather exorbitant terms
given to some people which may not
be really the purpose of progress of
insurance. There might be some such
cases at the top where possibly it
might be necessary to revise the terms.
You just conceive of such a situation.



Shri Chanda: I think there are very
many instances of favouritism, nepo-
tism and supersession and we have
referred to these matters. These are
not matters peculiar to Hindusthan Co-
vperative Co. They are prevailing in
other Insurance Companies also and
we want that those cases should be
regularised.

Chairman: For that purpose some
aathority shall have to vest in the
Corporation to see that unreasonable
or irrational things are revised. Such
an authority shall have to be vested—
not an authority to be used for the
purpose of disturbing the reasonable
cases and bringing about any harm to
people who are doing good work. But
if there is any extraordinary or un-
usual case where, as I suggested, there
might be a case for reduction, some
authority has to be vested in the Cor-
poration. 1 suppose you agree with
this?

Shri Chanda: Yes, I agree. I was
only suggesting an amendment that the
authority of the Corporation will act
according to the advices of the Pay and
Service Commission.

Chairman: Now with regard to the
Commission that you have suggested,
. supposing the Corporation appoints a
Board specially for the purpose of
dealing with the question of services.
The Board has nothing to do with the
executive work. Supposing some such
machinery is devised by the Corpora-
~~tion to deal with the question of ser-
vices in conformity with certain basic
principles, supposing some such machi-
nery 1s created, will that be satisfac-
tory?

Shri Chanda: I could not follow you.

Chairman: I was saying if the
Corporation appoints or creates a cer-
tain body which deals with the ques-
tion of service on certain principles
and certain directives which are laid
‘down, but which body has nothing to
do with the executive action, will that
be satisfactory?

Shri Chanda: That will definitely
_satisfy us if that is an independent
. body and it people who were connected

with insurance companies and who
were responsible for malpractices,
favouritism and nepotism are not on
that poay.

Shri S. K. Patil: You have suggest-
ea the appointment of some kind of a
Commission. What sort of Commis-
sion do you want? Do you want a
Commission set up permanently to look
after the service conditions or a Com-
mission which meets in the beginning
and examine the cases, lays down
general conditions, etc.? What is the
type of Commission that you envisage?

Shri Chanda: We have suggested
that 4 permanent Pay and Service
Commission must be there, because in
future also, they will have tv recom-
mend appointments, etc. So, if pos-
sible, it would be better if there is a
permanent Pay and Service Commis-
sion,

Shri 8. K. Patil: You want a perma-
ment Pay and Service Commission.
But there are Corporations of this
Government and they have got a large
number of employees. Now do you
mean to say that for Corporations,
there should be permanent Pay and
Service Commissions sitting all the
year round in order to govern the
conditions of service, pay, etc.? 1Is
that feasible? Is that necessary to
do such a thing?

Shri Chanda: We only wanted......

Shri S. K, Patil: I will make myself
clear. Wouldn't it suffice 1f come kind
of examination of cases, service con-
dition, etv., is done in the beginning
and things straightened, so that they
continue, rather than have a perma-
nent sort of Pay and Service Commis-
sion sitting from day to day having no
work to do, because it becomes an
administrative work once the condi-
tions are laid down? Would that not
be enough?

Shri Chanda: Just after the fixation,
there will arise occasions regarding
appointments and also recommending
promotins in suitable cases. That is
why we suggested that—if possible,
there should be a permanent Com-

- mission.



Shxi S. R. Rane: You have gone
through Clause 10(1). That lays
down that the emplayees shall hold
office by the same tenure, at the same
remuncration and upon the same terms
and conditions and with the same
rights #nd privileges, etc. The sub-
clause says ‘“Notwithstanding anything
contained in sub-section (1) or in any
contract of service, the Central Gov-
ernmen{ may, for the purpose of
rationalising the pay scales of em-
ployees of insurers......... alter
the terms of service of the employees
as to their remuneration in such
manner as ft thinks fit........... etc”
Don’t you think that this provision
will meet what you have said? Besides,
you have stated that there was nepo-
tism, favouritism, etc. Do you want
that this Pay and Service Commission
sbould go into that question?

Shri Chanda: There is a lot of dis-
content prevailing among the wotkers,
not now, but for the last so many
years against these private insurers
and so it is a case of fresh study and
we feel that the Corporation should
check up the entire method before
condemning somebody or promoting
somebody.

Shri S. R. Rane: You feel that what-
ever has been done by the Companies
should also be looked into.

Shri Chanda: Yes. That is our sub-
mission.

Shri §. R. Rane: What is the total
number of employees, that is ‘fleld
workers, etc., in the insurance fleld?

Shri Chanda: So far as salaried
fleld workers are concerned, no defl-
nite picture can be given, but my idea
is that there will be as many as 15,000
workers.

Shri Tekur Subrahmanyam: From
your experience or information regard-
ing the structure of fleld set-up, do
you think salary basis is better or
commission basis is better?

Shri Chanda: That probably cannot
be answered straightaway, because
salary basis at some level is better

and commission basis at.seme level is
better.

Shri Tekur Subﬂhmanyum “You
can distingulsh between the two and
say which is better?

Shri Chanda: I cannot say it exactly,
but so far as I know, in the majority
of cases, the business is contributed
mostly by the salaried workers.
Agents have been in the sécond front

"and the main responsibility for pro-

curing business lies on the shoulders

of the salaried fleld staff, because

they have some commitments regard-
ing fulfilment of quotas,

Shri Tekur Subrahmanyam: You
suggest that these fleld workers work-
ing on salary and commission basis
should be absorbed and integrated
subject to some minimum conditions.
Can you indicate briefly what the
minimum conditions should be?

Shri Chanda: We
categories of agents, the part-timer
and the whole-timer. We suggested
the retention of part-time agents who
are efficient, fixing some stipulations,
say, Rs. 50,0000 They have not fo
discharge any necessary = service.
Simultaneously we suggested that the
whole-time agents must have an initjal
opening of Rs. 225 as quantum of
security. Out of this he will be given
Rs. 125 for discharging necessary
services, like, the collection of pre-
miums, submission of health declara-
tion, claims settlements, attending to
various reports, etc., and another
Rs. 100 which will be adjusted towards
earnings against future commissions.

Shri M. D. Joshi: On page 2 of your
representation, you say under “Mal-
pratices and Irregularities”: “As re-
gards salaried field staff there existed
irregularities which were lately grow-
ing ‘more and more, assuming alarming
proportions.”  Can you indicate some
of these? What were the irregulari-
ties that have assumed alarming pro-
portions?

Shri Chanda: At the time of appoir;t-
ment, the Manager or "the Branch

suggested two

‘Manager of the -Companles knew it

perfectly well that in a particular zone



there is scope for only 6 persons, but
they did not hesitate to appoint 100
persons for: procuring business.” They
knew definitely  that a majority of
them will not ¢come out successful.
But whatever they could get in bet-
ween the period, they felt that that
will serve thelr purpose. In all these
things there were irregularities and
taking advantage of the unemploy-
ment situation of the country, they
spoiled the career of thousands of
people. Rather, they have thrown
them into streets. If you study care-
fully the previous history of life in-
surance management,7 you will be
convinced.

So far as the irregularities are con-
cerned, if the managment wanted to
‘pay any particular man Rs. 1,000 or
Hs. 2,000, they were at liberty to do
so and by a process of official mani-
pulation, that is, by tagging to that
particular man, say, 100 agents and
20 Ipspectors the business of these
persons was shown as if it was the
achievement of that particular person

and thereby he was rewarded with.

that amount.

Shri M. D. Joshi: On page 4, you
suggest that Rs, 2256 should be fixed
as monthly allowance. What .ig the
basis for ‘his figure? How did you
arrive at this figure? In paragraph (f)
you say ‘preferably in the form of
fixed montly allowance of Rs. 225"
How did you arrive at this figure?

Shri Chanda: Our basis is that every
agent whether part-time or whole-
time must be restricted to a particular
area, say, two villages or three villages
and an Inspector over a thana or
two. That agent will be nursing this
particular aréa independently and
nobody else will interfere in his busi-
ness and snatch away. -his business.
So.he must have some business. there.
If he organises the area properly and if
the Government helps him with faci-
lity for propaganda, etc., there will be
good business. Moreover._ Rs. 225, we
suggested, for his whole-time service
because apart from collection of pro-
posals, he will have to coltect premis,
make propagantla  work, then serve

the old policy holders and also attend
to claims settlements and make  en-
quiries,

.8Shri M. D. Joshi: Over and above
this Rs. 225, you envisage some month-
ly income by way of agency commis-
sion. What is the quantum of agency
commission that you envisage?

Shri Chanda: We wanted Rs. 128
for obligatory service and Rs. 100 to
be advanced which will be adjusted
from his earnings from time to time.
Re., 125 will be paid to him for giving
obligatory service and Rs. 100 will be
advanced month to month which will
be adjusted later on.

Chairman: I think we are going into
the details which have nothing to do
with policy matters. I think we need
not go into the details.

Shri M. D. Joshi: I want to know
why you want to abolish the Chief
Agencies and Special Agencies.

Shri Chanda: That is for obvious
reasons; supposing 35 per.cent. i given
to agents, 50 per cent. is given to
special agents and 65 per cent. is
given to Chief agents, the man getting
the highest remuneration is in an
advantageous position to enhance busi-
ness than the man placed with poor
resources at his command.

Moreover, if these two Classes’are
allowed to function, the malpractices
arising out of rebate may not stop.
That is why we suggest regarding the
abolition of these two classes of work-
ers.

Shri T. N. Singh: You have advocat-
ed the retention of the part-time and
whole-time field workers under the
new set-up.  Don’t you think that in
any organisation which is to be run
as a Stat¢ undertdking the system ' of
part-time workers will be worthwhile
in the long run?

Shri Chanda I}fo, we suggested part-
time only for agents But the field
workers cannot be part:time workers.
They should be whole-time workers.



shri T. N. Singh: What is your ob-
jection to the fleld workers working
on commission basis as at present
instead of all of them being absorbed
as salaried workers especially when
the cost ratio may be less if they are
on commission basis?

Shri Chanda: I think the question
of costs should not be the only con-
cern of the Government because if the
Government is going to provide em-
ployment under the Second Five Year
Plan, insurance will offer a good scope
for that. Moreover, how can we ask
a man to go on doing insurance busi-
ness without guaranteeing him that he
will have a minimum standard of liv-
ing? And the exploitation made by
the private insurers, I think, will not
be continued by the Government
which is out to establish a socialistic
pattern of society.

Shri T. N. Singh: In other words,
you do not want business considera-
tions to have the necessary importance
in the running of this Corporation.

Shri Chanda: That s far from my
mind. Rather, I feel that if in the
Corporation security is given to all
categories of workers, the business
will definitely increase because the
workers will treat this concern as their
own and they will do their best to
increase the output of the business.

Shri T. N. Singh: I will go to an-
other point. In your memorandum
you have admitted that irregularities
and malpractices have been observed
more in the case of the salaried fleld
staff than in the case of agents and

special agents. Your Memorandum
reads:

“On analysis, it would appear
that as regards Agents and Special
Agents working on commissfon,
there was neither scope, nor prac-

tice of much irregularity apart
from illegal rebating.

As regards salaried fleld staff
there existed irregularities which
were lately growing more and

more assuming alarming propor-
tions.”

With that admission how do you
justify the point that the checks, con-
trols and restrictions that are envisag-
ed in this Bill in regard to the salari-
ed staff should not be there? You have
got a number of suggestions for favour-
ing them with all kinds of protection.
How do you justify that?

Shri Chanda: I am sorry, I am not
clear about the point raised.

Shri T. N. Singh: In your sugges-
tions you want a number of protec-
tions to be given to the fleld salaried
staff—a Pay Commission or Tribunal
for regularisation of service conditions
and all that—and you also want the
elimination of one class which had
not committed so many irregulari-
ties. You yourself have admitted that
more irregularitfes are committed by
these people. Then how can one justi-
fy the relaxation of controls and res-
trictions and other protective
measures provided in the Bill?

Shri Chanda: So far as our memo-
randum is concerned, we have not
justified the elimination of any class.
We have suggested that if special
agents and chief agents are to go for
the best interests of the industry,
they should be absorbed in the Cor-
poration by their being offered alter-
native appointments.

Shri M. C. Shah: Alternative ap-
pointment to whom? To the special
agent?

Shri Cbanda: Yes. They may be
absorbed as inspectors or agents.

Shri M. C. Shah: On what basis?

Shri Chanda: On salary basis. They
may be appointed on commission
basis as agents. I think they should
be given some option.

Shri T. N. Singh: Another question
that I wanted to ask is about expense
ratio. You have stated:

“The much publicised reduction
of expense ratio by slashing out
income of individua]l fleld forces
and the consequent widespread
apprehension in the fleld forces of
all level with a sense of uncertain-



ty and instability has only caused
a paralysing effect on the entire
producing machinery.”

This gives the impression that any
attempt by Government to reduce
working costs creates apprehension
not only among you but also on the
public that all kinds of things will
happen. I find it is stated that
nationalisation has created more con-
fidence among the people to tuke poli-
cies. Now how do you reconcile this?

Shri Chanda: The apprehension of
the several categories of fleld workers
is there on the basis of the statement
of the Finance Minister made on the
Hlioor of the House with regard to the
hiearchy of Salaried supervisory field
staff. There is an apprehension
that after nationalisation probably
many of them may have to suffer
many things. Not only that. Im-
mediately so many people are suffering
from day to day. Some inspectors,
probably, are not getting their salary
regularly, and also the opro-rata
workers,

Shri T. N. Singh: Could you tell
us what will be the average income
of the more successful salaried staff
who also get commission, partly salary
and partly commission? What will be
the salary of such staff, say ranging
from Rs. 400 to Rs. 2,000 or what?

Shri Chanda: We have given a sug-
gestion that it should start from
Rs. 350—and rise upto Rs. 1,200.

Shri T. N. Singh: What is the pre-
sent position?

Shri Chanda: At present probably
the salaried fleld staff are getting a
maximum of Rs. 1,500 or Rs. 1,700.

Shri T. N. Singh: Plus commission
also?

Shri Chanda: No.

Shri T. N. Singh: What will be the
income of those who get commission?

Shri Chanda: So far as "special
agents and agents are concerned they
do not earn much, In some cases they

do make money but they can be count-
ed on the fingers. Most of them are
earning from Rs. 500 to' Rs. 800 a
year,

Shri T. N. Singh: We were told that
some of them were earning incomes
ranging from Rs. 3,000 to Rs. 8,000.

Shri Chanda: That will be one in
ten thousand. They will not present
much difficulty because they will be
very few.

Shri T. N. Singh: Suppose you advo-
cate that part time commission as well
as salary basis may be continued, then
some people will get very high in-
comes and there may be objection in
our soclalistic pattern of soclety, as
you have said just now.

Shri Chanda: Yes. As a matter of
fact we have a suggestion that indivi-
dual initative should not find such
scope. One man might be able to
earn Rs. 20,000 monthly, but that will
not be possible if you restrict him to
a particular area. In a zonal unit it
will not be possible for him to earn
so much.

Shri T. N. Singh: Regarding the
zonal board you suggest that salaried
field stafl, office employees etc., should
be represented on the zonal board.
That is your suggestion with regard
to the amendment to clause 19. Now
would it be desirable for the very
people whose work is to be supervis-
ed by the Board to be represented in
the Board almost entirely?

Shri Chanda;: We have suggested
that these employees may also be
represented along with other interests.
We have simply asked to add this.
The first paragraph will be there.
This is only an addition that these
people should also be represented.
That is not an entirely new thing.

Shri T. N. Singh: What proportion
of representation would you like in
that case?

Shri Chanda: We would like to
have one man of each category of
workers in the Zonal Committee.



Shri Radhelal Vyas: Apart from
absorbing the present fleld workers
who are on salaried or on commission
basis, would it not be desirable to
appoint new entrants only if they have
passed some examinationg in insurance
business? What is your opinion on this
point?

Shri Chanda: My opinion is that
without providing scope to the exist-
ing personnel it will not be fair now
to introduce men from outside
straightway.

Shri Radhelal Vyas: My question is
this. Of course, provision should be
made for the present fleld staff and
workers. But whenever new staff is
to be appointed, is it not desirable
that some test or passing of some
exaumination concerning  insurance
should be made compulsory before
appointment?

Shri Chanda: Oh, yes. That is good
for the best interests of the industry
itself.

Shri Radhelal Vyas: In some of the
States like Mysore, Travancore-Cochin,
Madhya Bharat and Hyderabad in-
surance is made compulsory to the
Qtate employees. What have you to
say on the point that there should be
two sections of the Corporation, one
dealing with the State employees and
the other dealing with non-State em-
ployees? In the case of the State em-
ployees reduced premia may be charg-
ed from them and agencies etc., may be
altogether done away with in their
case. What have you to say about it?
Will it not benefit the employees?

OChairman: Is this question not
beyond the purview of the memo-
randum?

Shri Radhelal Vyas: But he is an
expert in the line.

Chairman: If he has anything to
say it is all right. Otherwise he has
to answer on certain fixed points.

Shri Radhelal Vyas: You have
suggested the abolition of the chief

agents. Could you suggest any alter-
native employment for them in the
new set-up?

Shri Chanda: Yes. They may be
appointed as inspectors. Some of
them whose performance is not Bso
good may be appointed as agents and
others as inspectors and the more
efficient of them may be appointed
as Divisional Managers or even Asst.
Branch Managers.

Shri Velayudhan: You have stated
something in your memorandum about
agents. Is it your opinion that the
terms and conditions entered into
prior to the nationalisation should be
kept in as it is for the agents? I am
not mentioning about the special
agents or chief agents or anything like
that. I am only referring to agents.
Are you of the opinion that the terms
and conditions entered into earlier,
that is, prior to nationalisation should
be maintained in the case of agents?

Shrl Chanda: So far as agents are
concerned, we are pleading that their
rights and privileges under the Insur-
ance Act should be maintained, parti-
cularly those in sections 40 and 44 of
the Insurance Act.

Shri Velayudhan: About the special
and chief agents you said that there
are certain groups and other things.
But from the reports of the insurance
companies we understand that these
chief agents have turned out a very
huge business and that there are a lot
of field workers, Inspectors and others.
What will you advise for these people?
Are they to continue in the new set-
up or should they be discharged?
How will you protect the interests of
these people?

Shri Chanda: If there is a complete
re-orientation and change of outlook,
I think the special agents and chief
agents cannot function as such, be-
cause I have already stated that if
you allow a class of workers a higher
rate of commission and better privi-
leges, for obvious reasons, the majo-
rity of the lowest strata of workers—
I mean the agents—cannot compete
with - them. For example if the
special agents unfortunately allow



as rebate 35% and retain 15% the
position of the agents becomes hope-
less. As a matter of fact, so far as the
agency commission is concerned, pro-
bably it is known to everybody that
whatever earning they do, these spe-
cial agents or chief agents or agents
really do not earn the whole amount
but they take it in some way and
return it to the policy-holders in some
other way. In most of the cases things
are taking place like this. If you are
to remedy this, you will have to bring
in uniform terms of payment. Other-
wise, rebates cannot be checked. The
Inspectors should be strictly advised
that if they find anybody offering re-
bate, their agency should be liable for
termination.

Shri Velayudhan: Is it not a fact
that these chief agents committed cer-
tain irregularities because of the com-
pulsion and force of circumstances
arising from the management itself?
If in the new set-up we find the
need for them, is it not Dbetter
to retain the special agents and the
chief agents?

Shri Chanda: It is not quite clear.

Shri M. C, Shah: I am afraid this
is not a question which he can be
asked. What is he going to say? He
is representing the fleld workers. He
is not an expert on all these matters.
About the fleld workers he can be
asked, as he is here to safeguard the
interests of the fleld workers. All
these questions we can ask to some

of the experts when they come before
us.

Shri Velayudhan: I think the Minis-

ter has not perhaps read the memo-
randum submitted by him,

Shri M. C, Shah: We must use our
discretion.

Chairman: We must conflne our-
selves to the memorandum and also
the representative character of the
witness. He represents the fleld
workers. Whatever questions we may
ralse regarding fleld workers, he is
an authority. We have to finish within
a measurable time.

Shri Velayudhan: In page 2 of the
memorandum, all these things are
included.

Chairman: Is he an authority on
those points? We want an evidence
about field workers from him,

Shri Velayudhan: Let us know
whether he is an authority on these
points. That is why I put those ques-
tlons )

Shrimati Sushama Sen: Don't you
think you would be satisfied if, as has
been suggested, there should be a
Commission which will go into the
questions in your memorandum and
decide as to the chief agents and other
fleld workers? Don't you think that
if an impartial committee or com-
mission is appointed, that would
satisfy your demands?

Shri Chanda: Yes, We heartily
welcome it provided the status quo of
the salaried flled workers is main-
tained till the report of the Commission
is out.

Shrimatl Sushama Sen: I believe
there is a general disagreement with
clause 10, sub-clause 2. If this is
amended and the ruleg are laid down,
will the fleld workers get satisfaction?

Shri Chanda: We have brought in
two amendments. In line 8 of sub-
clause (2) we want the words “in
such manner as it thinks At” to be
deleted and the words “on the advice
of the Pay and Service Commission”
inserted. In line 11-12 of that sub-
clause, we want the words “unlesg the
contract of service with such employee
provides for a shorter notice of ter-
mination” to be deleted and the words
“and a gratuity of one month’s salary
in respect of each year of service of
the employee together with an equi-
valent cash payment against leave at
his credit” to be inserted.

Shri Telkikar: Can you give us some
idea about the work turned out by
agents—the chief agents etc. on com-
mission basis and the Inspectorg etc.
on salaried basis—and what is the
proportion of work turned out by
these categories,



Shri Chanda: I am not sure whe-
ther any data is being maintained by
the Controller of Insurance showing
the respective performances of agents,
special agents, chief agents and Ins-
pectors. I am afraid whether I should
venture to give any reply without
knowing this definitely.

Shri Telkikar: Can you give any
idea about the remuneration paid to
the agents under the chief agents and
the agents under the Inspectors on
salaried basis?

Shri Chanda: Would you kindly
explain the point?

Shri Telkikar: You have got these
two systems. Remuneration is paid to
them as commission in one case and
as salary in another case. I want to
know the whole expenditure on these
two systems.

Shri Chanda: If these two things
are adopted simultaneously, I think the
proposed Corporation will lead us
nowhere. That we shall have to
decide. It should be commission all
through or on the basis of salary
only, By taking via media or com-
bining these two systems, I think,
better services cannot be obtained,

Shri Telkikar: I would like to know
whether it is a fact that in the
system of commission basis there are
lesser lapses than in the other system?

Shri Chanda: I am afraid if any-
body tells like this, he should take
into consideration the work in the pro-
portion of the achievements of these
special agents or chief agents compared
to the performance of the salaried
fleld workers. If I do a business of
one lakh and 5% lapses, it may be a
credit to me, but if one ¥ supposed
to do 10 crores and the lapses become
high, in the later case the line of com-
parison between these two cannot be
brought in. If you exploit a vast
field, you are supposed to meet with
various problems, Moreover, I told
you that there have been malprac-
tices in the past.

Shri Nambiar: You have stated in
your memorandum that the expe-
diency for terminating the services of
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many of the fleld workers of reducing
their salaries and emoluments has
caused much harm to the procurement
of business, Can you substantiate it by
giving some more facts and can you
say whether it was done on a large
scale?

Chairman: That question has al-
ready been answered.

Shri Nambiar: In your memorandum
you have also stated that in certain
cases the Custodians had to reduce
the staff or reduce the emoluments.
In those cases what compensation do
you expect for the staff who have been
affected? Do you expect any compen-
sation or do you say that all of them
should be taken back to work whether
there is necessity or not?

Shri Chanda: As a matter of fact,
we do not feel and we do not like to
say that Government which is out to
establish a socialist pattern of society
will be terminating the job of even a
single person. But as a measure of
precaution, we have suggested that
for termination he must receive com-
pensation for the period of service he
worked, that is gratuity of one month’s
salary against each year of service
plus cash equivalent against leave
at his credit. But we think that
this contingency will not arise and we
have come here to present to you
the case and ask you for such con-
ditions for us that nobody is disturbed,
We have come here to place before
you the fact that given suitable op-
portunities, the employees who have
wholeheartedly supported nationalisa-
tion—whether in the office or in the
field organisation—will try their
utmost to make a success of the
scheme  though we ' are  sure
that designing persons are there
who want to disturb the status quo
and who want deflnitely that the
nationalisation scheme doe= not come
to any success. We think the Custo-
diang who were erstwhile Managers of
different companies and who were—at
least some of them of course—respon-
sible for violations of the insurance
code or the insurance laws in broad
daylight, have been selected as Custo-
dians. They want to show to the Gov-



ernment. that they are capable enough
and they want to go on with their
unhealthy scheme, At the same time,
they want to unnerve the workers and
want to show that “Under nationali-
sation, their future is not better than
it had been under private insurers.”
So, my proposition is this. A healthy
condition for work should be created.
Casual termination here and there will
not be...

Chairman: You are going on vrepeat-
ing the same thing.

Shri Chanda: I am sorry.
repeat.

Shri Nambiar: You have suggested
a guaranteed remuneration of Rs. 125
plus Rs. 100 for certain categories and
Rs. 350 for Inspectors. Am I right?

Shri Chanda: Rs. 350 to Rs. 1200
for Inspectors, and for the agents a
minimum of Rs. 225 raising the
amount if they do more work.

Shri Nambiar: How and why have
you suggested this filgure? Why
should it not have been Rs, 425 or
Rs, 525?

Shri Chanda: If they are given start
at Rs. 350 and go up to Rs. 1200, that
will cover it.

I shall not

Shri Nambiar: You mean to say that
Rs. 350 must be the starting pay.

Shri Chanda: This minimum is very
necessary. The Inspector has got so
many commitments. He has got to
entertain people and he must have that
minimum standard. Otherwise he
cannot represent nicely,

Shri Sadhan Gupta: You say that
there is a scheme for rationalisation in
clause 10 sub-clause (2) of the BIll
Regarding that I want to ask you a

uestion. You have complained that
that scheme does not provide for gra-
tuity. Do you not think that a pro-
vision for gratuity to the field staff
whose services are being terminated,
because they will have to go out of
this line altogether in view of the
monopoly, would be fair in view of the
provision in the Bill that shareholders
should be compensated on the basis
of the supposition that they will not
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be able to earn in the future what
they are earning today?

Shri Chanda: The point is
quite clear.

Shri Sadhan Gupta: There is a
principle laid down on which com-
pensation is proposed in the Bill for
shareholders. Don't you think that
the same principle should apply to
fleld staff whose services are being
terminated and suitable gratuity should
therefore be paid to them because
they will also no longer be able to
have their insurance business?

Shri Chanda: Certainly we want that
benefit for the workers. But I have
come here before you with the idea
that the persons whose services have
already been terminated after the issue
of the Ordinance shculd come in and
then there will be no scope for any
termination and cvery such person
will be provided with services in ac-
cordance with his qualifications, etc.
But supposing the shareholders are
given compensation, the workers,
after termination, should get compen-
sation by way of gratuity or other-
wise. That is just the minimum con-
sideration they want. ‘

Shri Sadhan Gupta: As far ag the
Pay and Service Commission are con-
cerned, there has been a suggestion
that they might be appointed by the
Corporation itself. Do you think that
if the Corporation itself appoints the
Pay and Service Commission, such
Commission would not very much
command the confldence of the
workers? Because the Corporation. it-
self is a party to the whole thing and
under the scheme of the B.l, the
Corporation is practically not a repre-
sentative body but a body nominated
by the Government.

Shri Chanda: If the composition of
the Corporation is on the line sug-
gested by us, it is all right. We have
said in the Memorandum as follows:—

“Substitute the clause by the follow-
ing:—

The Corporation shall consist of
15 Members of whom three will
represent the Parliament, three
will represent the Policy-holders,

not



-[Shri Chanda]

one each to represent the register-
ed associations of the Actuaries,
the Salaried Field Workers, the
Office Employees, the Agents, the
Medical men and the Central Gov-
ernment shall appoint four mem-
bers, one of them ag Chairman.
The procedure of election or no-
mination shall be determined by
the Central Government from time
to time to ensure the democratic
character of the Corporation con-
sistent with relative efficiency.
On the expiry of two years from
the date of appointment one-
third of the members shall retire
by rotation”.

Supposing a Corporation of that
nature comes into being, then I think
the workers will have nothing to
grudge.

Shri Sadhan Gupta: Another ques-
tion I want to put to you is regarding
the organisers. 1 think there is a
very considerable phenomenon or
dummy organiserg in the life insurance
business, that is to say, dummy orga-
nisers and dummy agents aiso. That
is to say, people in whom they are
interested and for whom they want
to provide something are made orga-
nisers. There are dummy agents also.
In some caseg their salaries are not
interfered with even though they do
not bring in sufficient business. Don’t
you think that this kind of organisers

should be lMquidated as soon as
possible?
Shri Chanda: We have probably

somewhere suggested that spurious
appointments and binami appointments
of inspectors, etc. should go and that
they should not find any scope under
the Corporation.

Stud Sadhan Gupta: Lastly, you
have said that there should be some
sort of examination in case of future
appointments of fleld staff. Don’t you
think that if you have to have such
an examination, there should be ade-
quate training facilities also provid-
ed, because otherwise there would be
no basis on, which such examinations

could be hﬁﬁ!
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8bri; Chanda: So far as examina-
tion ig concerned, we never suggested
that only the fleld workers should
come within the scope of examination.
I think from administrative heads
down-wards to people who draw
Rs. 300 all should <come under the
purview of the examination and they
should be given opportunities accord-
ing to their efficiency and qualifications
they possess, No matter, they might
be drawing a salary of Rs, 3,000 or
Rs. 5,000, still they must be brought
under this.

Shri Sadhan Gupta: Don’t you think
that in order to make the scheme of
examination a success, some of
the training facilities—say insurance
schools or some such institutions
should be run either by the Corpora-
tion or the Government?

Shri Chanda: That is what we ex-
pect. I think that these things will
come automatically. After all, with-
out training men how can the Corpo-
ration attain its objectives? ~'We have
not stated that. That is a simple
thing and that should come by the
nature of the thing we are having in
view.

Shri G. D. Somani: You have said
on page 5 of your Memorandum that
the Corporation should be pre-emj-
nently conducted on business principle
in its approach as well as in its dif-
ferent sphere of activity. 1 do not know
if you are aware of the general impres-
sion in informed quarters in the count-
ry that most of the statutory corpora-
tions at present operating are
functioning more or less as Depart-
ments of the Government. In
view of that impression, would
you like to suggest any parti-
cular aspects about the working of the
Corporation so that it may not result
in the same manner as if the Corpora-
tion will again function as a Depart-
ment of Government?

Shri M. C. Shah: It is your assump-
tion.

Shri G. D. Somani; The Estimates
Committee of the House sald that all



the statutory corporations are at pre-
sent functioning as more or less De-
partments of the Government. That
is the conclusion of the Estimates
Committee of the House.

Shri Chanda: There might be dark-
ness in the past. But I think the
Select Committee, or whoever it may
be, will not be guided by the past
darkness. Let us try to have some
better view of the future and I think
the position of the Corporation as
suggested by ug will be quite capable
of coping with the situation.

Shri G. D. Somani: About the com-
position of the Corporation, you want
on the one hand that it should func-
tion on business lines. Don’'t you
think, for that purpose, it is impera-
tively necessary that businesg people
with experience about industries and
talents are unavoidable and they
should be included in the set-up of
this organisation?

Shri Chanda: We are fed up with
the experience of those gentlemen.
The more they are kept out of the
picture the better it is for the country
as a whole.

Shri G. D. Somani: Don't you agree
that the advance of this industry is
mainly due to the business people
who were running it efficiently?

Shri Chanda: They did not, as a
matter of fact, run it as a public
industry. That was exclusively a pri-
vate industry for their own benefit.
The less we talk about it the better
it is.

Shri G. D. Somani: Then you say
that, so far as your reading of the
conduct of business by Government is
concerned, between  the date
of issue of the Ordinance and
now, there were instances of reduction
of emoluments, etc.........

Shri Chanda: That is because the
private insurers are actively assoclat-
ed or are misleading Government.
That #s why we have come now before
the Committee.

Shri G. D. Somani: You have said
something about the premium rates
being revised. Don’t you think it is
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a hasty step without proper assessment
of the situation?

Shri Chanda: Our point of view
is this: If the premium goes down by
Rs. 5 we have no objection, If it is
announced that it will be reduced,
then it is difficult to underwrite busi-
ness because people will be awaiting
this reducation.......... .

Shri M. C. Shah: Are you not aware
that already in the Finance Minister’s
announcement it has been mentioned
that there will be no reduction of pre-
mium in the near future?

Shri Chanda: Yes, Sir, but cur
memorandum is prior to that date.

Shri G. D. Somani: Do you realise
the fact that since the insurance busi-
ness will now be functioning on a
monopoly basis there will be great
scope for reduction of fleld staff?
What measures will you suggest to
avoid reduction of expense ratio by
retrenchment of staff and other
measures?

Shrl Chanda: These are the argu-
ments generally advanced by the pri-
vate insurers because by putting
forward this expense ratio and ac-
tuarial valuations and other things,
they want to create a condition so
that Government go back to their deci-
sion and they are allowed fo rob the
people in their usual way. As a
matter of fact, the actuarial valuation
of the private insurers will be quite
different from the valuation of the
Corporation which commends the
entire business of the country. The
interest earning and the expenditures
will be entirely different from those of
the competitive concerns who did not
care for the sentiments of the workers
and who did not care for the senti-
ments of the shareholders even the
sentiments of the policy-holders; they
misused their powers and manipulated
matters. So, we distinctly differ.
What will be the future of the Corpo-
ration is yet to be seen.

Shri Syamnandan Sahaya: You
have suggested on page 5 of your
Memorandum, item (k), that Chief
Agency and Special Agency should



[Shri Syamnandan Sahaya]

be abolished and that they be absorb-
ed in the new set-up in accordance
with their merit. Are you of the
opinion that the Chief Agency or the
Special Agency system from the point
of view of (a) expense ratio,
(b)larger business and (c) less lapses
of policies has been in any way worse,
or in certain matters, better?

Shri Chanda: I have been telling
about the future. We were not con-
sidering about the past.

Shri Syamnandan Sahaya: Please
do not generalisee. We want some
information from you. The world
moves on the past. You cannot ignore
the past. Is it your view that the
abolition of Chief Agency or Special
Agency will result in less cost, less
lapses and more business? That is
the point. Of course, we shall consi-
der what should be done about the
past.

Shri Chanda: I have already told
you that the Department of Controller
of Insurance has not given us any data
regarding the cost and incidence of
lapses in Special Agency and Chief
Agency. How can I jump to conclu-
sions without knowing the data fully?

Chairman: You have only to say
that you do not know. You say “Yes”
or “No”. If you know the answer,
you say it; otherwise say “I don’t
know”.

Shri Syamnandan Sahaya: There is
another point I want to ask. Suppos-
ing all of them are not absorbed,
would you suggest any compensation
to be paid to them?

Shri Chanda: Certainly. They have
to be given some compensation.

Shri Syamnandan Sahaya: The other
thing you said was with regard to the
Service Commission. Supposing a
Service Commission is set up at pre-
sent with a view to find out who
should be retained and who should not
be retained. After that, there need
not be any permanent Commission.
There may be a Tribunal, for instance,
to consider cases of appeal. In the
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beginning, the Commission will go
into all the cases and make deflnite
recommendations. After the Com-
mission’s work is finished, as Mr. Patil
suggested, would you like to have a
kind of a Tribunal which will hear
appeals and decided matters? Would
that meet your point of view?

Shri Chanda: Yes. I have already
suggested that the scope of the Tri-
bunal should be extended so far as
the employees’ grievances are con-
cerned.

Shri Feroze Gandhi: You have sug-
gested that an examination be held for
the purpose of selecting agents. Would
you have any objection if for the
purpose of weeding out of the present
agents those who are bogus ageats,
a Board is appointed to do this selec-
tion and carry out this weeding out of
all the bogus agents?

Shri Chanda: I have no objection.

Shri Feroze Gandhi: Would you
agree that if a Board like this is
appointed for the purpose of weeding
out all those useless and bogus agents,
it would serve the purpose?

Shri Chanda: Yes. Such a Board
should be appointed.

Shri Feroze Gandhi: If such a Board
were to find that out of the present
70,000 agents, there are, say, 10,000
who are bogus ones, would you say
that these people also should be com-
pensated?

Shri Chanda: So far as these people
are concerned, they will be getting
the privileges under the Insurance
Act, They will be getting the heredi-
tary renewal commission,

Shri Feroze Gandhi: Some may be
on salary.

Shri Chanda: No agents are on
salary.

Shri Feroze Gandhi: Now about the
future set-up of agents, special agents
or whatever it is, would you agree
that before a certificate is given to an
agent by the Corporation this agent
or special agent, or whatever you like
to call him in the future set-up, should
pay cash security? You suggested a



salary of Rs. 125 plus Rs. 100 as part
of the Commission which will be
adjusted later. To protect the Corpo-
ration as well as the policy-holders
in future, do you think it would be
necessary or it would be a good thing
to take a cash security from the agent
before a licence is issued to him? It
might be, say, 3 times or 5 times of
his monthly salary.

Shri Chanda: So far as I know about
the agents, 90 per cent of them will
not be in a position to pay cash secu-
rity even to the extent of Rs. 200. If
it is necessary, I think a Fidelity
Bond will serve the purpose.

Shri Feroze Gandhi: That is all

right.

Pandit K. C. Sharma: After the con-
solidation of the business and coming
under one management, do you envi-
sage, or not, that the services of a lot
of people would be terminated? Do
you expect that everybody in the
business will get employment in the
new set-up?

Shri Chanda: I am sorry I have not
followed your point.

Pandit K. C. Sharma: It is like this.
Suppose you have not got your lunch
now, do you expect that in the night
you will take double the quantity?
So once the business is consolidated
and comes under one management, it
naturally follows that some people
have to go out. They cannot all be
employed.

Suppose, as it is likely to happen,
services of surplus staff are to be
terminated. What do you expect?
Don’t you cling to the contractual
clause? That is, whatever are the
obligations of the employer will be
met by the new set-up of employers.
Why should you expect anything
more?

Shri Chanda: I cannot exactly fol-
low you.

Pandit K. C. Sharma: My question
is that if a man is employed by the
Company, he executes an agreement.
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In that agreement there.is a clause
about the termination of services.
What I mean to point out is that after
his services are terminated in the new
set-up, he will be entitled to only so
much as is the obligation of the pre-'
vious employer in lieu of the termi-
nation notice. '

Shri Chanda: The agreements are
drawn up by those who are in power
and the man who seeks employment
has no other alternative but to accept
it. So I think when these agreements
are transferred to the Corporation,
they will revise the nature of the
contracts and they will be given all
possible relief which has been refused
by the previous employer.

Pandit K. C. Sharma: Beyond the
Agreement, you want something?

Shri Chanda: Those agreements
drawn up by companies are for the
benefit of the employer and not in the
interest of the employee. So people
had to accept it not because of love
or respect for the agreement, but they
had no other alternative but to accept
it when sufficient scope for employ-
ment does not exist elsewhere.

Pandit K. C. Sharma: That is to say
in regard to remuneration, you also
want human consideration.

Shri Chanda: Yes. From the point
of view of socialist pattern of society,
one is supposed to receive some human
consideration.

Shri Matthen: You suggested
the appointment of a Pay and Service
Commission and Mr. Patil pointed out
that there might be no work except
in the initial stages. Would it serve
your purpose if a Pay and Service
Commission is appointed not only for
the Insurance Corporation, but for all
the public corporations, like the
Sindiri, DVS, etc.?

Shri Chanda: That is not within
my scope to suggest such a Commis-
sion to all the Corporations.

Shri Matthen: I think Mr. Somani
asked you about the Chief Agents and
Special Agents. You said that you



[Shri Matthen]

have not got the data. Suppose the
data is that the Chief Agents and
Special Agents are cheaper, more effi-
cient and there are less defaults. Do
you recommend your suggestion that
they must be abolished? Am I clear
to you? In their memorandum they
alleged that they are cheaper, they
are more efficient and there are less

defaults. If that is true, would you
recommend that they should be
abolished?

Shri Chanda: Yes. Still in the
matter of bringing uniformity, we
suggest the same thing, because I have
already said that one class of worker
getting 65% another 50%, another

Shri Matthen: Please answer my
question. My question is if what they
allege is found to be correct, do you
want them to be abolished?

Shri Namblar: If whatever the Chief
Agents said were true, that they cost
less, they do more business, etc., do
you want them to continue? That is
the question.

Shri Chanda: It is exactly like a
proposition if the private insurers
come and suggest that the industry
may be managed by them in a cheaper
way and so there should not be any
nationalisation.

Shri Matthen: That is all right.
There is one point more. The mal-
practices of these proprietory compa-
nies in the private sector were mainly
responsible for nationalisation. I want
to know what was the record of the
mutual companies when compared
with the proprietary companies. You
come from a mutual company.

Shri Chanda: I do not come from a
mutual company. It is the share-
holders’ company.

Shri Matthen: Were these mutual
companies better than the proprietary
or shareholders’ companies in the
matter of management, less malprac-
tices or corruption?

Shri Chanda: I have already sub-
mitted that malpractices were preva-
lent in all companies, but it varied as
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a matter of degrees. So far as I think,
malpractices in mutual companies
were much less than in proprietary
concerns.

Shri Matthen: If I remember correct,
you said profit should not be the main
consideration in the administration of
this Corporation. But you have stated
more than on one occasion in your
Memorandum that the Corporation
should be run on a business like way.
How do you reconcile the two?

Shri Chanda: By saying “business-
like” we have simply stated that
services to the policy-holders and to
the agents and other persons should
be given quickly—efficient service.

Chairman: anything
else to say?

Shri Chanda: No.
(Witness then withdrew.)

Have you

II. Insurance Underwriters’ Asso-
ciation of India, Calcutta.
Spokesmen:

(1) Shri S. S. Ali.
(2) Shri Ajoy Ray Chowdhury.

III. Bombay Life Underwriters’
Association, Bombay.

Spokesman:
Shri R. N. Chopra.

(Witnesses were called in and they
took their seats.)

Chairman: Both of you have submit-
ted your memorandum. Besides what
you have submitted in the memoran-
dum that you have presented to us,
have you any fresh points to make?

Shri R. N. Chopra: After we have
submitted our memorandum dated the
12th March certain things have hap-
pened which make it necessary to take
some of your time. So far as agents
are concerned, orders have been issued
affecting their jobs, not only for the
new entrants which you can appre-
ciate, but for the existing effective
agents also. For instance, the Bombay
Life have issued a letter to all their
existing agents. Suppose a man has



run into the 60th year and he has
established business over a period of
years, and now, because of age or
sickness or other reasons, has kept
away. Now they aré going to say that
there should be Rs. 40,000 business
per year on ten different lives. It will
be very unfair to change the terms of
the existing agents, particularly in
the light of the assurance given on the
fioor of the House by the hon. Mr.
Deshmukh on the 18th of March.

Chairman: Suppose there is a machi-
nery to hear appeals with régard to
any such cases provided in the Bill.

Will that satisfy you?

Shri R. N. Chopra: That alone will
not satisfy us because, as you are
aware, there is a section, section 44
of the Insurance Act, which is our
Magna carta. This came to us after
very long struggle in 1950. It came
into force on the 1st January, 1851
(Act XLVII of 1950), Insurance
(Amendment) Act.

Chairman: Do you mean to suggest
that there should be no change what-
soever, whatever happens? Is that the
stand you take?

Shri R. N. Chopra: We will only
say even the Constitution, probably
article 19, permits reasonable modifi-
cations. So, if the modifications are
reasonable then it is all right. For
instance, supposing, as has been usual
in this industry, an agent was called
upon to do two or three nominal cases
that will probably be correct. But to
ask a man that he must do Rs. 40,000
on ten different Life Companies is
unjust. In bigger cities it may be
possible.

Chairman: Have you followed my
question? There are certain orders,
as you say, passed to the detriment of
certain category of persons. Supposing
the Bill provides for some machinery
to hear appeals in all such cases?

Shri R. N. Chopra: That will be nice.

Chairman: That goes into the ques-
tion and looks into the matter of
hardships or whatever is there. Wil
that meet your point?
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Shri R. N. Chopra: That will, to a
very great extent, meet our point.
But 1 would be a little more precise on
that point. According to the Govern-
ment—the Finance Minister—agents
are not employees and all contracts
between them and the insurers will
stand transferred immediately before
the appointed day to the Corporation.
That is what he meant by that al-
though he did not say it in so many
words, Our rights are covered by
section 8. If you before the appointed
day take away our rights then you
are blowing hot and cold because
immediately before the appointed day
itself these rights are not existing.

Chairman: What do you mean by
“you”. We are looking into the
matter. We have not done anything.

Shri R. N. Chopra: You are our
protector.

Chairman: You can say
ment”. This is Parliament.

Shri R. N. Chopra: What I mean is:
Parliament is the Protector of the
citizens. Therefore we have to come
to you because things are being done
in a great hurry without looking into
every aspect.

Chairman: What is the suggestion?

Shri R. N. Chopra: There is one
suggestion which I want the Govern-
ment to consider carefully. All the
existing agents should be given a
letter that their services are being
transferred to the Corporation and
that no agent’'s appointment will be
cancelled during the two months.

Chairman: Whether the Corporation
wants to retain them or not, no previ-
ous action should be taken with regard
to such matters?

Shri R. N. Chorpra: Exactly.

Chairman: Supposing it is necessary
in the interest of the insurance work
itself that some action should be taken
because of the circumstances which
might be before them, Supposing the
Custodian has to take some action.
Thep, if we provide a machinery to
hear the cases and go into the matter

“Govern-
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and decide on merit, if there is some
machinery for that, will that suffice?

Shri R. N. Chopra: That will satisfy
us, but not to the extent that we wish.

Chairman: Not hundred per cent?
Shri R. N. Chopra: No.

Shri S. S. Ali: If sections 40 {o 44
are incorporated in the new Act and
if there is a machinery to hear
appeals that will be there, we will
be perfectly satisfied.

Shri R. N. Chopra: We understand
there is a move that the special agents
should be eliminated. Only last week
orders were issued from here to all
principal offices of Custodians termi-
nating the services of these special
agents all over India. They are about
5,000—to be exact, of the order of
4,800 and odd. To deprive 5,000 fami-
lies who are gainfully and lawfully
employed in a very social service all
of a sudden without giving them any
alternative employment will be unfair
to them.

Chairman: Do you know of cases in
which terms of the contract are
changed or modified before the expiry
of the term of the contract?

Shri R. N. Chopra: I do not follow.

Chairman: There must be some
period for a contract. The period has
expired. If the period has expired,
then the terms might be changed in
the ordinary course. But are there
instances in which the terms are
changed or modified before the expiry
of the contract, namely, before the
contract period?

Shri R. N. Chopra: The services of
special agents are going to be termi-
nated.

Chairman: With regard to the agents
are there any instances in which the
terms of the contract are sought to be
modified or changed before the expiry
of the term?

Shri R. N. Chopra: Yes.
agents and special agents.

Both of
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Chairman: Then you can quote
certain instances and you can send
them to us afterwards.

Shri R. N. Chopra: I have got the
circular of the New India here.
Bombay Life also received ‘it this
week.

Chairman: You can give it to the
office

Shri Feroze Gandhi: Whose services
have been terminated?

Shri R. N. Chopra: The services are
being terminated so far as special
agents are concerned. Orders have
been issued that they should be termi-
nated.

Shri Feroze Gandhi: Their services
are going to be terminated?

Shri R. N. Chopra: Yes. So far as
agents are concerned, their services
are going to be terminated. This
circular has effect all over India.
As a matter of fact there is
a fantastic word used by the
new India Custodian. First he
says “I am, therefore, happy to state
that your appointment continues to
remain in force”. They say “while
you should welcome nationalisation
and be prepared to shoulder the
burden” and that sort of thing. It
also refers to the share of the agents
(it is addressed to the agents). But
on page 2, paragraph 2, it says “if
your appointment as agent calls for
a notice for alteration of the condition
of their terms, please treat this lgtter
as such notice.” This is really very
fantastic. This is really a very nrob-
lematic provision. By a stroke of the
pen 20,000 or more people are affected.

Chairman: You have made your
point.

Shri R. N. Chopra: We were talking
about agents. These people are law-
fully and gainfully employed.

Shri Feroze Gandhi: By whom are
they protected?

Shri R. N. Chopra: By section 44 of
the Insurance Act.

Shri Feroze Gandhi: What are these
Underwriters? Are they chief agents?



What is the Underwriters’ Associa-
tion?

Shri R. N. Chopra: Selling life insur-
ance is called underwriting. We do
not represent chief agents. We repre-
sent agents, and special agents work-
ing only on commission basis.

Chairman: You represent agents and
special agents working on commission
basis?

Shri R. N. Chopra: Yes. That means,
we hold no brief for chief agents. I
hope we are clear on that point.

Pandit K. C. Sharma: How does
your organisation differ from the chief
agents? How do you differ from
ordinary agents?

Shri R. N. Chopra: The Chief Agent
under the Insurance Act is a person
who is assigned an area exclusively,
and that area under the Insurance Act
shall not be less than a geographical
district. As a matter of fact, Chief
Agents usually have a province or a
State for themselves. They may have
two States but not less than a district.

Pandit K. C. Sharma: What does the
Chief Agent do?

Shri R. N. Chopra: He usually runs
a sort of parallel branch. If there is
no branch, the smaller companies
used to have chief agencies and they
fixed their expenses.

Pandit K. C. Sharma: On the basis
of certain commission, the Chief Agent
appoints other agents under him.
There is no salary. Parallel to this
organisation there is a branch system.

Shri R. N. Chopra:
district.

Not in that

Pandit K. C. Sharma: There is such
a thing as branch system. There may
be a branch of other companies. There
is another thing called the Chief
Agency system.

Shri R. N. Chopra: We do not come
into this picture at all.
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Pandit K. C. Sharma: Do you belong
to the branch system?

Shri R. N. Chopra: I will make my-
self clear. We represent the agents,
the lowest rung of the ladder, and the
next higher rung of the ladder, the
special agents. We do not represent
the Chief Agents. As a matter of fact,
our stand is this, that according to the
Insurance Act, as it stands and the
various codes of conduct evolved from
time to time, there should be only one
middle man between the branch and
the agent. That is the ideal position.
But, unfortunately smaller insurance
comapnies and even bigger ones
excepting the few who strictly follow
the law, (like the Oriental and a few
other foreign companies), with a view
to compete with each other, introduce
more than one middle man. They
name that differently as Organising
Secretary or Organising Inspector and
S0 on.

Pandit K. C. Sharma: Are you such
a group?

Shri R. N. Chopra: No. We are
running down such a system, you may
look at our memorandum. We have
suggested “payment by results.” We
have stated in our memorandum that
recently among the dock workers the
Government of India has introduced
a system of payment by results which
is the only fool proof system, So, we
want payment by results. We get
under the law a maximum of 15%.
We do not want 16%. I represent the
Norwich Union and Mr. Ali represents
Sun Life. The position is this. I am
talking of the best of companies like
the Oriental and the foreign com-
panies. These companies were not
contravening the law and they were
not giving more than 15%. Even that
15% was available only in stages. The
15% was actually available only for
business of Rs. 8 lakhs. That system
is a fool proof system. We have just
looked at the Year Book, and with
your permission, I shall just give
some idea of the lapse ratio from the
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year 1951 as shown in the Govern-
ment Blue Book:

Ratio

Hindusthan Co-operat ve Insurance 130%
(for four years)

Oriental .. 89%
New India .. 129%
Sun Life .. 189
Norwich Union—the oldest British
congern in the world .. 32%

Itis 18% and 229 for those last
mentioned companies because

they have no paid aystem.

Chairman: You want to maintain
that system by which agents are paid
on the results they produce rather
than having salaried persons who are
provided berths comfortably whether
the results are there or not. You
would like people to be paid accord-
ing to what they produce.

Shri R. N. Chopra: So far as the
rural areas are concerned, you have
got to have the Inspectors. So far as
smaller towns are concerned also, you
have got to have these Inspectors
because you expect some service from
them. In bigger towns, specially of
5 lakhs and over, you cannot at this
stage, until you have known where
you stand, scrape that system. That
will be against your own interests.
Give a trial to both the systems and
in rural areas have the Inspectors.
But it will be in the interests of the
Corporation and also in the interests
of the nation to run the parallel show
at a fixed cost of 15%. Government,
like the Oriental and the British com-
panies, will execute the deal. There
won't be Organising Secretaries or
Organising Inspectors. I told the
Finance Secretary in Bombay: “When
you are going to execute, there will
be no malpractices. You will be the
executor.”

Shri 8. 8. Ali: I have asked in the
me::norandum of the Calcutta Under-
Writers’ Association permission to
write business on foreign'lives. In

clause 25 I have asked for a special
proviso to the effect:

“That this will not prevent life
insurance or annuity policies being
taken out in a non-Indian cur-
rency on the life of a non-Indian
national, temporarily resident in
India, with an Insurer incorporat-
ed outside India.”

There is a very large population of
Europeans in India with whom we
do a profitable business. If we do not
do that business, it will go to insurers
in their countries. That means loss to

us.

Chairman: You want to confine your
business to foreigners. Do you want
Indians also to be insured in foreign
companies?

Shri 8. 8. All: The Corporation
wants the exclusive right to do busi-
ness on Indian lives. That we cannot
interfere with. But the Corporation
policies will not be suitable to foreign-
ers. When a policy-holder is transfer-
red outside the country, his policy can-
not also be transferred with the result
that he has to surrender his policy or
make it into a paid-up one, which is
naturally a loss to him. In order to
sell policies to them, we have to deal
with foreign insurers and in a foreign
currency, and we have asked for your
permission for that. This is being done
to a very great extent even now. But
we cannot do so unless we get ap-
proval from the Government.

Chairman: You would like that to
be confined to the foreigners and that
only the foreigners in this country
should be insured. Is that what you
want?

Shri Feroze Gandhi: Would that
mean that foreign companies will be
allowed to establish their offices in
India?

Shri 8. 8. Ali: They won't have offi-
ces.

‘ Shri Feroze Gandhi: They would be
insuring the lives of foreigners. Will



they be entitled to hve their offices in
India?

8hri S. 8. Ali: It will be convenient
it permission is given. The other diffi-
culty is that we have to establish
direct connection with foreign insurers
and this is very difficult. Very few
companies want to do business in a
country where they cannot supervise
the busjiness.

Shri M. C. Shah: What do you want
us to provide for? Here under clause
25 monopoly is taken over by the Gov-
ernment, Any life insurance business,
if it has to be put through, must be
put through this corporation. Even
a foreigner can insure. If a foreigner
wants to insure his life in the Corpora-
tion, there is no objection. If he is in
India, why should he be given any
other facilities except through this
Corporation? Why should we give
him extra facilities

Shri 8. 8. Ali: The only difficulty is
that most of these foreigners stay in
India only for a short time. Most of
them then leave this country either to
go back to their own countries or to
other countries, long before their poli-
cies mature, Under the present system
we transfer the policy to the particular
branch in the country he is going to.

Shri M. C. Shah: Because foreign
insurance companies are working in

India, they get their policies in foreign
currency. We do not propose to have
such insurance policies after the Cor-
poration is formed. )

Shri S. 8. Ali: The Corporation will
not have them.

Shri M. C. Shah: If suppose they
stay here for a year or two and if they
propose to take policies with the Cor-
poration, they can do so. Whenever
the conditions are fulfilled, they can
get back the money. Why should we
take these npolicies here and then
again transfer them to those foreign
companies?

Shri S. S. Ali: An Insurance policy
fs a long-term contract. A man may
be here for flve years and then he
may go back to the United Kingdom.
How will he maintain that policy®
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Shri M. C. Shah;: If he has got a
policy, then there are branch offices
where he can pay his premium. Sup-
pose he has got a policy, he can ar-
range to get the premium paid here.

Shri S. 8. Ali: If the Corporation is
prepared to establish service branches
outside the country, then it may be
feasible.

Chairman: Is there anything in the
Bill which prevents you from acting as
agents for foreign companies or
foreigners in India? There is nothing
like that. So far as the Corporation
is concerned, supposing the Corpora-

Shri M. C. Shah: I will make it
clear that no agents will be allowed to
take insurance policies in foreign com-
panies, None will be allowed.

Chairman: As I said, so far as the
Corporation is concerned, when the
Corporation is established it will look
into the difficulties that you envisage
and if it establishes branches else-
where, then there would be no diffi-

culty.

Shri S. S. Ali: I do not think the
Corporation as a Government concern
can have branches in other countries.
It is all right for private companies to

have branches.

Chairman: There might be some
concerns coming to Government and
they might be continued in some form.

Shri S. 8. Ali: There is no arrgngeb
ment possible.

Shri V. B. Gandhi: In order to meet
the difficulty raised by the Minister,
can you not conceive of any arrange-
ment where the Corporation can have
arrangements of nominal agencies with
foreign companies established who
can pick up this business and pass it
on through the Corporation? Nobody
else can act as agents in India except

this Corporation.



Shri S. S. Ali: We will be very pleas-

ed to do so. But the Corporation will
not do it.

Shri V. B. Gandhi: Suppose the Cor-
poration is willing to do it. Then,

would you suggest some suitable
amendments?

Shri S. S. Ali:

I will be very pleas-
ed to do that.

Shri V. B. Gandhi: I think the
amendment you have now suggested
makes it possible for business to be
done on foreign lives entirely indepen-
dent of the Corporation. I would like
you to consider this: If you carnot pos-
sibly suggest some amendment by
which the Corporation can accept
nominal agency arrangement for
foreign - companies, you would then be
booking this through the Corporation.

Shri §. 8. Alii We would be very
pleased to do it. I have not been able
to find a suitable solution. But if the
Government will do something where-
by a foreigner can take a' policy in a
Toreign currency through the Corpora-
tion and arrange for service of that
policy abroad, should the man be trans-
ferred outside, we would be delighted.
We want nothing more,

Shri V. B. Gandhi: Whereby the
responsibility of servicing that policy
would be automatically transferred
to the parent company.

Shri M. C. Shah: May I make the
position clear? According to clause 25,
as it stands, none will be in a position
to take life insurance policy from any
person in India, whether he be an
Indian national or non-Indian. If he
wants to insure, he can insure only
with the Corporation, unless that per-
son directly insures with the com-
panies outside India. That is a diffe-
rent thing and we cannot stop this.
Suppose they insure themselves with
the Corporation, then the only ques-
tion of difficulty will be regarding the
servicing. Premiums have to be paid
and claims have to be made. Those
are the arrangements that can be
thought of by the Corporation if there
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are people—non-Indians—who  get
themselves insured by the Corpora-
tion.

Shri Matthen: That is why
has suggested the amendment.

he

Shri M. C. Shah: The amendment
is not necessary. Life insurance busi-
ness is a monopoly.

Shri S. S. Ali: You are perfectly
right in demanding this arrangement.
This is not a business in India for
the purpose of the Act. But why

"should you deprive us, the agents, of

the little money that we can make
by doing it ourselves?

Shri M. C. Shah: That means we
are discriminating, Suppose they

Shri Matthen: No discrimination.

Shri M. C. Shah: But then those
agents will take the life insurance of
non-Indian nationals.

Shri S. S. Ali: What is wrong with
that?

Shri M. C. Shah: That means we
will allow those foreign insurance
companies to appoint agents here.
Then, we will have to scrutinise and
find out whether they are Indians or
non-Indians.

Shri Syamnandan Sahaya: What ob-
jection could there be if an Indian
national gets some money from &
foreign country? You are going to
get your commission. Make the point
clear.

Chajrman:
clear.

I think
Anything else?

the point is

Shri R. N. Chopra: I may point
out one technical difficulty. A special
agent in India gets a certificate for
working in India for 12 months. Some
certificates were issued even last
month. They are being renewed.
Now the position is this: A man holds
a certificate for 12 months, let us say,
till March, 1957. But you are acting
in just a contrary manner. You are
giving him a licence for 12 months



and you are at the same time asking
him not to work. This is just like an
Advocate saying ‘you 1issue me a
licence for one year and tell me I
cannot work’.

Shri M. C. Shah: That
nationalisation.

Shri R. N. Chopra: They are being
renewed every day.

Shri M. C. Shah: What is it that
you want now?

is before

Shri R. N., Chopra: What we want
{0 point out is that this is an ano-
maly whereby a special agent has
been permitted by the Controller to
work for 12 months, let us say from
today onwards. Now you pass an
order to stop him from working
whereas the Controller is allowing
him to extend the period of 12
months. This is very anomalous.

Skri Syamnandan Sahaya: You
have adopted both systems, that |is,
special agency system and commission
agency system. What is your expe-
rience? Is the commission agency
system less costly and the business is
larger and the renewals are claimed
and the policy is not easily lapsed?

Shri R. N. Chopra: You have asked
me two questions: One is, you ask
me which is cheaper. Coming to that,
as I stated in the beginning, soecial
agents get only 15 per cent. That is
the maximum. But an Inspector gets
his salary plus travelling allowance
plus provident fund benefits. Usually,
excepting the Oriental where it is 173
‘to 20 per cent, in smaller companies
Inspector’s cost is from 25% to 35%

It is much cheaper to have special
agents on a fixed percentage. Your
second point is about lapses. The

only two companies which are only
working on special agency system are
Sun Life of Canada and Norwich
Union and the lapses are 6 per cent.
‘and 8 per cent. respectively.

In the Sun Life of Canada, accord-
ing to their system, there is the
Branch Manager and below him are
agents. There is no intermediary in
‘between. Now, I am giving you some
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figures. For the last three years their
Calcutta Branch has done business
for Rs, 2 crores a year on an average.
The number of agents working under
the branch is 120 or 150. It means,
production per agent comes to Rs.
1,500,000 or Rs. 1,75,000. Agents’ com-
mission is over Rs. 6,000 a year and
lapse ratio is 5 to 6% on Indian busi-
ness—that is 90 per cent. of business
is Indian business as against 30% in
the best of Indian companies, Oriental.
Lapse ratio in New India is about 40
per cent, and in Metropolitan about
57 per cent,

The system employed by the Sun
Life of Canada is the system employ-
ed throughout America. There is no
intermediary between the Branch
Manager and the agents. They do
not employ too many agents, They
train them and there is no question
of binami agents. As average Indian
agent earns about Rs. 300 a year,
that is about Rs. 25 a month, where-
as an agent in the Sun Life of Canada
earng about Rs. 550 a month. You
can see the difference. So, before you
introduce a system or a new set-up,
you should study this as well as the
policy conditions,

Here is something I should like to
mention. The surrender value guar-
anteed in a policy of the Corporation
for Rs. 10,000 Endowment 20 years
after 5 years, is Rs. 600, Now, in
the Sun Life of Canada, on the same
policy at the end of 5 years, the sur-
render value is about Rs. 1,700. So
you see to what extent the public are
subjected to loss.

Shri Syamnandan Sahaya:
premium the same?

Shri S. S. Ali: The difference is
only about Rs. 2 or 3 per 1000. Now
see the difference. In one case, the
amount is Rs. 600. On the same
policy, in another case, it is Rs. 1,700.
If you are foisting upon the public
a policy contract without going into
the merits of different types of poli-
cies that, I do not think, is right.
Before you decide as to what policy
the State should offer to the public,

Is the
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there should be a Committee to
study as to which should be the right
type of policy, It is our experience
that almost 82 per cent. policies
have to be borrowed against or surren-
dered, or converted into paid-up poli-
- cies before maturity. This is Indlan
business and in this when there is
such a difference in surrender
value—one is Rs. 600 while the other
is Rs. 1,700—you can see how the
public are being subjected to heavy
loss on account of the absurd policy
conditions. This is the system in
the whole of America. There should
be a proper enquiry committee to go
into this matter. The State policy is
absolutely out of date. In America
and Canada, there 1is no salaried
appointment. There are agents and
Branch Managers. Why should we
not have that system here? There
should be a proper enquiry com-
mittee to go into this matter.

Shri R. N. Chopra: There is an
impression that the agents by
binami transactions are earning
large sums of money. I would in
this connection invite your attention
to page 68 of the latest Year Book.
There, you will find that the agents’
commission came upto—both Indian
and foreign companies—Rs. 379,00,000
and the number of agents comes to
2,80,000. Now, even assuming that
ladies are about 1/3 of this, that is
if you take out 80,000, and another
one lakh is also binamidars, If you
work out, you will find that the total
commissibpn earned by an Indian
agent comes to Rs. 380 per year.
Now, even if you include the renewal
commission, the incidence on the
Government will be so small but you
will be protecting about 2 lakhs of
families without having to pay much.

Shri M. C. Shah: What
poinit?

is your
Shri R. N. Chopra: What I say is
that section 44 should be maintained.

Shri M. C. Shah: That section is
in regard to renewals,
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Shri R. N. Chopra: It gives heredi-
tary renewals and other rights to the
agents after a certain period. Your
point is that section 44 should apply
to the agents in the Corporation slso?

Shri R. N. Chopra: Yes, it should
continue to apply to them.

Shri Matthen: You said the
system followed in America and
Canada is better than here. But
India’s conditions are quite different
from America or Canada. India is &
poor country. I do not think the
agency arrangement like yours,
where payment is made only on the
business turned out, will enable
people to exploit the potential of
small rural areas.

Shri S. S. Ali: 1 cannot say about
the rural areas, because 1 have no
experience of them. We applied
the same system in India as applied
in Canada and America and the
average earning of the agent was
over Rs. 500.

Shri Matthen: 1 agree with you.
My point is in the rural area a man
may not get worthwhile remun-:ra-
a deflnite answer to that,

Shri 8. S. Ali: I cannot give you
you a deflnite answer to that,

Shri T. N. Singh: I was out. I
wanted to know one thing. Is it the
contention of the witnesses that
these special agents and the salaried
agents should continue side by side
as a parellel system of organisation
or do they expect one of these to re-
place the other? I could not follow
the last remark. Is it contended
that the special agents should be:
there and others should be eliminat-
ed?

Chairman: Both will work: one in
certain fields and the other in certain
fields. They say that the special
agency system is more profitable and
is maintained in advanced countries.

Shri T. N. Singh: Do they want
both the systems?



Chairman: Within specified areas,
each will work.

Shri T. N. Singh: There will be
demarcation of areas exclusively for
each?

Shri Matthen: Like rural and ur-

ban areas.

Shri Sadhan Gupta: A compari-
son was made on the score of effi-
ciency between Indian and foreign
companies on, the ground firstly that
foreign companies had less lapse as
they work under special agencies and
secondly they give more surrender
value. These two points were em-
phasised with a view to show that
this system of agencies on commis-
sion is superior. Now don’t you
think that there is a fallacy in your
argument that this higher lapse ratio
in Indian companies is due firstly to
the mad rush for getting more
business to show inflated figures on
account of competition and secondly
the lapse is due to the fact that the
business they get is inferior com-
pared to the business the foreign
companies book, because the foreign
companies go in for policies of
higher value and the policy-holders
are better able to keep up their
policies than the policy-holders of
lower value.

Shri S. S. Ali: The high lapse
ratio is due primary to bad business
done for competitive purposes. I do

not want to decry anybody’s
methods, but some of the stories I
have heard from people who are

themselves organizers show that they
have to finish a certain amount of
business at the end of the year, other-
wise their salaried appointment goes.
I shall give you the experience of
one particular man. He said: “About
the end of the year, I go and get
about 200 application forms signed,
200 medical forms signed on which
one month’s premium is to be paid.
The doctor gets Rs. 8, he pays the
premium of Rs. 4 and he is quite
happy over the other Rs. 4. The
doctor never sees the cases. At the
end of the year the business is put

25

through”. So this agent gets credit
of Rs. 2 lakhs or Rs. 3 lakhs of busi-
ness. The 2nd month’s premium is
not paid and the policy lapses. One
month’s premium is paid by the doctor,
but he still gets Rs. 4 per case and
he is quite happy. It is not inferior
business or superior business. There
is no man who is so mad that he will
take a policy and let it lapse after
one month. At the end of the year,
60 per cent. or 50 per cent. lapses
can be explained only by the mad
rush without any ethics, without any
system behind and without anything
behind it at all. It is difficult to sell
a policy, but it is more difficult to
get rid of it. Nobody would want to
get rid of a policy after one month.

Shri Sadhan Gupta: You would
agree that when the Corporation is
established, there may not be that
competition, and mad rush for busi-
ness which makes companies grab at
any kind of business and also of
showing bogus business with a view
to inflate the amount of new busi-
ness for propaganda purposes. Also,
under the Corporation even if the
appointments were to be made on
salaried basis, this kind of evil would
be very much less.

Shri 8. S. Ali: I quite agree. Once
the Corporation takes over, this mad
rush for business and publicity will
disappear and the quality of business
will be better and the lapse ratios
will improve.

Shri Matthen: What about the
volume of business?

Shri S. 8. All: This present volume
is absolutely bogus. If you see that
the volume of business is Rs. 40
crores, on the first of next month,
Rs. 20 crores disappear. It is not
Rs. 40 crores. This is bogus business.

~

In the future set-up, there is no
reason why business should not im-
prove. More people are getting into
employment; national income is ris-
ing and the people have become
more insurance-conscious,



Shri Matthen: The spirit of com-

petition also goes.

Shri S. 8. Ali: It is one factor.
The removal of competition is a
very disconcerting factor, but that
can be offset to a certain extent by
creating competition between
branches or zones. A circular letter
could be issued showing the produc-
tion of business by agents. I have
found that the spirit of competition
in people was such that once you try
to show what one man has achieved
over another, the other man does al-
most anything to come up to that
level. You have to develop a new
system of competition.

Shri Sadhan Gupta: There should
be competition in the fleld.

Shri S. S. Ali: Competition can be
created.

Shri Matthen: How can Yyou
create competition in the field except
by rebate in premium, bonus, etc.?

Shri S. 8. Ali: People do not buy
policies just because rebate is there.
I have no good word for rebating.
That can be stopped to a very great
extent by adopting a system of ad-
ministartion where everybody is
known and companies refuse to
accept net premium cheques.

Shri Sadhan Gupta: The last point
I want to ask is about underwriting
foreign business. You will agree that
the best course would be if the busi-
ness was booked by the Corporation
and if the Corporation could have an
arrangement in foreign countries to
transfer that business and to pay
claims in foreign currencies. Isn’t
it? That would be the best thing.

Shri 8. S. Ali: That would be
quite a good arrangement, but there
will be difficulty. I will tell you
one thing. Any kind of State
organisation is good inside the State
and not outside.

Chairman: There might be extra
arrangements made.
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Shri S. S. Ali: Ii you can make, I
will be very grateful.

Chairman: Some method could be
devised. Instead of the Corporation
doing the business by itself, it can do
it through some agency.

Shri Sadhan Gupta: Suppose the
Corporation does not succeed in do-
ing it. In that case, the difficulty
arises that for payment of premia
you may have to send out currency
from here to foreign countries and
some difficulty with exchange control
might arise. Would it satisfy you
if it was provided that if the Cor-
poration has no such arrangement,
then the foreign business may be
booked in foreign currency on
foreign lives, but the premium will
have to be paid there and nothing
will be sent out as premium from
here?

Shri S. S. Ali: That would be the
second best. As a matter of fact, the
Companies can even now demand
premium in the currency of the
policy, but the Exchange Control
now allows premia to be paid in
Indian rupee. That has not been
changed. Probably, the Exchange
Control is sufficiently strong not to
bother about these small remittances.
If that part is left to the Exchange
Control, it will be perfectly all right.
If the Exchange Control thinks that
more money is going out than is
desirable, it will automatically stop
it. It will any time have the power
to stop premia being paid in rupee
currency.

Shri Sadhan Gupta: Don’t you
think that it will cause dislocation?

Shri S. 8. Ali: Now we are doing
it. Tomorrow the Exchange Control
can say that you will not pay in
rupee. It can stop it immediately.
If you insist that the premium be
paid in foreign currency, even that
would be some help because even
then it will be possible to do some
business. Here we are doing two
things. Firstly, we are depriving
ourselves the little income from
abroad. Secondly, we are denying



insurance facilities to foreigners who
are usefully employed here. These
foreigners are very insurance-consci-
ous. They have the same relation-
ship with fathers, children, widows,
etc., as we have, and to deprive them
of insurance facilities, does not seem
to be compatible with our socialistic
outlook on life.

Chairman: Have you anything
special to say, Mr. Ray Chowdhury?

Shri Ray Chowudhury: I want to
submit on the point as to0 how busi-
ness can be expanded and how compe-
tition can be inculcated in the new set-
up as referred to by one of the
Hon'ble Members here. In the pre-
vious set-up, under the statutory re-
cognition, there were agents, special
agents and chief agents, under the
Act of 1938. There was another
system of Branch, Inspectors, etc., who
were the creation of insurers. From
practical experience, it has been found
that the commission system is more
economical and it enables to ensure
speedy expansion of business and the
man on commission will give better
service, because he can earn com-
mission only if the premium continues.
So, the quality of business automati-
cally improves, On the other hand,
the quality of business that a salari-
ed man gives is poor and as a result
the business suffers. If a broad
analysis is made of the first point the
average lapse ratio on both non-
Indian and Indian lives cases, in the
case of non-Indian companies on four
Years average will be 18 per cent. and
uot exceeding 28 per cent. An aver-
age non-Indian company which works
on commission basis has got a much
lower lapse ratio, whereas salaried
system gives higher lapsation.

Chairman: Would you make
distinction between certain
where salaried employees might
more profitable?

any
areas
be

Shri Ray Chowdhury: Salaried
appointment ag has been pointed out,
in respect of rural areas under Indian
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conditions is essential for the expan-
sion of the business in the future set.
up. The salary-system under the
Indian conditions will have to be con-
tinued under branch system as adopted
by the existing insurer. The parallel
system under commission basis to in-
culcate the spirit of competition with-
in the set-up of one Corporation should
be allowed to continue. Agent is the
common factor in ahy set-up. The
organisational side is for developing
business and the agency for procure-
ment of business. There were mal-
practices and things were not carried
properly. Now if there is a co-
ordinated committee by having the re-
presentatives of the Government, Mem-
bers of Parliament and the business
interests, particularly those who work
in the fleld we can thrash out a
scheme whereby the people who are
on commission basis could be allowed
to continue as a parallel to those who
are in the salaried block at least till
1960. That is the best course which
can foster the growth of business in
the future set-up.

Shri T. N. Singh: We will be making
certain commitments straightway and
we have made certain commitments.
After 1960, we cannot compromise all
our commitments, So that system will
also have to continue. It is not open
for anyone to flnish one or two other
systems after 1960, as you say.

Shri Ray Chowdhury: I am talking
only as applicable to  commission
people and not applicable to salaried
people. If the commission people
are found playing their role for the
nation’s good, be they are agents,
special agents or chief agents, found
working economically, found bringing
faster growth of business, found more
advantageous, they should at least be
retained upto 1960. The result of work
between Salaried and Commission
system should be reviewed after 1960

Shri 8. K. Patil: Chief agents also?

Shri Ray Chowdhury: Yes, I am not
talking of chief agents although [ am
a chief agent myself. This will be
dealt separately by chief agents.



Shri T. N. Singh: Another point
you made about competition. Whereas
competition is desirable in certain in-
stances. competition has also led to
abuses. It is very difficult to say
whether it is good. You say this
competition would be healthy. I find
competition would be unhealthy also.
So, to draw the line and to decide as
to whether competition should be
allowed or should not be allowed is a
difficult matter and I suppose you will
agree with me on that point.

Shri Ray Chowdhury: This is a
perfectly relevant question. Every-
body will work under one Corpora-
tion and there will be sufficient
penalty clauses for any misuse in the
fleld of competition. There should be
a committee of experts, a co-ordinate.
committee, where all the interests will
put their heads together and decide
how best this unhealthiness can be
eliminated.

Another point which is relevant is
clause 12. It is a very simple clause.
The face value of the policy should be
maintained and there should not be
any apprehension on this matter in
the market later. In the expansion of
business in the rural area it will have
a favourable psychological effect.
We want to have a programme of
rural expansion and suppose a man
had taken a 20 years’ policy
and he is now told that instead of
Rs. 1000 he will get Rs. 750. It will
have a very bad psychological effect
on the, rural area. So in the In-
surance Corporation Bill we have re-
quested to drop this clause alto-
gether. That is the main objective.
The capital of the Corporation should
pay the shortage.

Shri M. C. Shah:
omitted altogether?

That is to be

Shri Ray Chowdhury: Yes. Page 9,
clause 12, because we feel that rural
business would be affected very bad-
Iy and the adverse psychological
effect will be there. It will hamper
ur expansion programme in rura.

areas in the tuture.
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Shri Matthen: What is the pro-
portion of the rural business as com-
pared to the urban business?

Shri Ray Chowdbury: There is no
accurate statistics for quite a number
of years.

Shri M. C. Shah: You want just to
drop clause 12. Suppose there {s a
company which is insolvent and even
today they cannot pay the labilities.
Do you mean to say that those life
policies, though there are not enough
assets to meet the liabilities, should
continue? Is that the idea?

Shri Ray Chowdhury: The face
value should be there.

Shri M. C. Shah: There are certain
companies which are practically in an
insolvent condition today. It may be
under liquidation if the business of
that company was not taken over by
the Government. Then there are
certain policies. On maturing of those
policies the company was not in a
position to pay face value. Still you
think that the Corporation should take
over all the responsibilities and
liabilities as they stand on the face
value of the policy? Is that your
suggestion?

Shri Ray Chowdhury: Exactly so.
The insurance company in the initial
stage may be very weak, but later on
they might have paid.

Shri M. C. Shah: I can just mention
80 many companies which are in ex-
istence for more than 20 years. Still
they are absolutely insolvent. Are
You advocating that they may not be
reduced or do you want to drop the
whole clause?

Shri Ray Chowdhury: Whether it is
to be dropped or not it is for the
Select Committee members to decide.
But if the face value is honoured there
will be better expansion of business
and it will create a favourable psycho-
logical feeling in the rural areas and
make insurance popular amongst rural
people.



Shri S. K. Patil: We have been talk-
ing of the lapsed issues during the
last four years and the figures were
quoted for the last four years. In a
comparable period before these four
years was the percentage ever so high?

Shri R. N. Chopra: The actual

Shri 8, K. Patil: I do not want the
actual figures. I just want an idea.
Is it not a fact that because certain
companies have reduced their premia
rates during this period of four years
it was advantageous for people to
lapse the policy of one and then go
into another and this larger pro-
portion may be due to that?

Shri R. N. Chopra: This is paid up
value. We are talking of lapses.

Shri S. K. Patil: You have proposed
somewhere about the constitution of
the boards and suggested that there
should be three representatives of the
field workers. Now, apart from your
opinion, have the field workers got a
corporate existence through which
they can send their representatives?

Shri R. N. Chopra: We have got an
institution.

Shri S. K. Patil: There are so many
associations. Is it feasible for any
Parliament to take advantage of these
hundreds and thousands of associ-
ations in order that this thing could
be achieved?

Shri S. S. Ali: There are only about
half a dozen out of which three or
four are very prominent. The Finance
Ministry knows about it. The Con-
troller of Insurance can do this.

Shri S. K. Patil: You have also
referred to some delegates authority
that we are trying to have in the Bill.
What is the delegated authority?

Shri R. N. Chopra: I will answer
that. I have mentioned about the
doctrine of delegated legislation.
Under clause 34 of the Bill it is stated
that after the appointed day the Cor-
voration should decide what sections
of the Insurance Act will apply to it
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and whether those sections will apply
as such in the existing form or in a
modifled form. We are particularly
worried about our own rights incor-
porated in it. There are other
sections which, we think, probably
have got to be lifted and incorporated.
Of course, Government will naturally
be lifting them. But what we say is
that so far as our rights are concern-
ed, they are incorporated in half a
dozen sections between sections 4¢C
and 44. They should be bodily lifted.

Shri M. C. Shah: In clause 3¢ we
are specifically mentioning certain
sections of the Insurance Act which
shall apply to the Corporation with
residuary powers also to the Govern-
ment to apply other sections, if neces-
sary. You want to have a positive
statement from the Government as to
which sections shall apply to the Cor-
poration. That ig your point, if I
understood you correctly.

Shri R. N. Chopra: Yes, we have
glven an additional memorandum,

Shri M. C. Shah: The point is that
there ought to be a positive statement
in section 34 that certain sections of
the Insurance Act shall apply wilh
residuary powers to the Government
to further apply other sections, when
necessary. Is that your point?

Shri R. N. Chopra: Yes,

Shri M. D. Joshi: In the printed
memorandum you say that a member
of thig Association should be one of
the 15 members of the Corporation. Is
that in addition to the three members?

Shri 8. 8. Ali: Out of the 15 mem.
bers we suggested that five members
should be from Parliament because we
have great faith in Parliament and we
know it will act with justice and fair-
ness. Out of the total 15, three mem.
bers should be from the insurance
fleld workers.

Shri M. D. Joshi: That is, these three
are also included in the 15 members.

Shri 8. S. Ali: Yes.



Shri V. B. Gandhi: Could you just
give us some kind of an idea of the
volume of business you are doing in
non-Indian life at present? Just a
rough idea will do.

Shri S. S. Ali: I am not very sure
of the figures for the two or three
years. But it will be something like
60 to 70 lakhs rupees. It will not be
more than a crore of rupees.

Shri T. N. Singh: If one were L0 see
the figures relating to lapses in the
insurance field one will find that the
favourable impression given by the
special agents was due to the fact that
there are some who are working in
very efficient foreign concerns and it
is because of them that the others,
in whose cases the prices are high,

have been given this average. But
supposing we are excluding those
foreign concerns, what will be the

percentage of lapses in the case of
those agents who are working in
some of the other companies?

Shri S. 8. Ali: Besides the foreign
companies, there are now-a-days
salaried men.

Shri T. N. Singh: There are certain
gpecial agents in other concerns also.
They are obliged to canvass business,
and their average of lapses may pro-
bably be the same as the lapses in res-
pect of the salaried people. That point
I would like to be clarified.

Shri Rali Chaudburi: It is true that
a large percentage of the special
agents are taken in Indian insurance
companies but unfortunately the
application of code of conduct was not
good and effective. There should have
been only one chain between branch
and agent. Unfortunately  special
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agent was absorbed in the salary
chain. The cost of the special agents
was included in the total cost of the
salaried men. The average cost can
be ascertained easily by an enquiry
from the Custodians. It is roughly
about 30 per cent of 1lst year's pre-
mium. Mostly special agency system
as handled in an Indian company was
placed under an Inspector. As was we
cannot find out the differential statis-
tics from the Year Book. So we have
to take the cost factor and lapse factor
on broad lines.

Shri M. C. Shah: You have said
something about clause 24, clause 12
and clause 25. Is there any other
clause where you would like to have
any other amendment?

Chairman: They have given
more amendments already.

Shri M. C. Shah: I am sorry I did
not know that.

some

Chairman; Shall we meet in the
afternoon? The difficulty is going to
be this. The batch of witnesses who
are to appear tomorrow has already
been fixed. There are others who are
waiting here and it will be difficult to
fit them in. There will be some sort
of time lag in our time table. If you
don't mind, we may call those who are
already here.

Shri Joshi:
adjourn.

I suggest we should

Chairman; We meet at 9 AM. to-
MOrrow,

(Witnesses then withdrew).

(The Committeen then adjourned)

———
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(Witnesses were called in and they
took their seats)

Chalrman: You have submitted a
Memorandum and you have stated
therein that the proposed Insurance
Corporation should be run according
to the best principles. That is the
suggestion you have made. Now,
having enunciated the principle, you
have also stated that retrenchment of
staff should not take place. It is
rather difficult to reconcile the two.
It it is necessary in the interest of

business to have some retrenchment,
should that not be done?

Shri Lakshmipat Singhania: Actual-
ly, when you are feeling that the busi-
ness is going to enlarge, the necessity
of retrenchment may not arise at all.

Chairman: That is correct. There
may not be any necessity. But sup-
posing there is and if we are going to
adhere to business principles, we
can not avoid retrenchment. It may
not be necessary at all in view of the
very many plans for expansion.

Shri Lakshmipat Singhania: The
whole difficulty will arise if you start
retrenching staff,

Chairman: I do not think there will
be an inclination on the part of any-
body to retrench. I was only suggest-
ing that the enunciation of these two
principles is rather contradictory.
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Shri Lakehmipat Singhania: If eco-
nomy is to be effected and if retrench-
ment in the staff is to be made, it has
to be according to business principles.

Chairman: It is stated that in a
number of companies there is alloca-
tion to the shareholders between 6
and 7% per cent in recent years. What
are those companies?

Shri Lakshmipat Singhanja: The
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whole of this can be divided into three

parts—one is partly-life insurance, the
second, composite companies, and the
third, those companies which have
more capital than the compensatjon

worked out. If you take only partly-
life companies then only 11 com-
panies......

Shri M. C. Shah: We are nationalis-
ing life insurance only.

Shri Lakshmipat Singhania: But in
the composite insurance company you
are taking the life insurance,

Shri M. C. Shah: Only the life part
would be nationalised.

Shri Lakshmipat Singhania; There-
fore, the allocation has to be taken
into consideration for life business
alone.

Shri M. C. Shah; You are referring
to the compensation clause.

Shri Lakshmipat Singhania: That js
bow I understood the question that is
put to me. I am only referring to the
life compensation is concerned, this
We are not referring at 'all. As far as
life compensation is concerned, this
allocation is of the surplus which
occurred during the last valuation.

Shri M. C. Shah: With regard to the
Scope of compensation that has been
‘énunciated in the Bill we propose to
have some amendments.

Shri Lakshmipat Singhania; Our
suggestion is with regard to that.
| Chairman: Coyld you mention the
ames of a few companies which have

allocated between 6 and 7% per cent?
You can send a note afterwards.

Shri Lakshmipa¢ Singhania: Yes.

Chairman: You have been suggest-
ing a zonal office in edch major town
in the country.

Shri Lakshmipat Singhania: We
have not suggested zonal office. We
have suggested different Corporations.

Chairman: Apart from Corporations,
we are on the point of zonal offices.
In the Bill there are five cities which
have been mentioned as the head-
quarters of zones. It seems that you
have been suggesting there should be
a zonal office in almost every big
town.

Shri Lakshmipat Singhania: Yes,
that also we have suggested if you do
not accept the first principle.

. Chairman: Is that an alternative?
Shri Lakshmipat Singhania: Yes.

Chairman: First you say there
should be more corporations than one
—something like half a dozen corpo-

rations.

Shri Lakshmipat Singhania: May
not be half a dozen but more than one.

Shri M. C. S8hah: In what way?

Shri Lakshmipat Singhania: Inde-
pendent corporations in each zone and
the whole of the country. Suppose
there are Corporations A, B, C, and
D. Each Corporation should be
based on competitive lines and they
should be allowed to operate in the
whole of the country.

Chairman; What do you mean by
competition? Should they be free to
charge different rates?

Shri Lakshmipat Singhania: No. Not
at all. The rates will be fixed. The
investment policy will be fixed. Other
general policies laid down by the
Government will be fixed.



Chairman: Then what will be the
competition? - =

Shri Lakshmipat Singhania: There
will be the competition of securing
business, securing quality business,

getting more and more business from
each zone.

Chairman: Will areas be allotted to
each zone or will they work.all over
the country?

Shri Laksbmipat Singhania: Our
suggestion is not to restrict the area.
Our suggestion is to allow free work-
ing all over the country competing
with each other.

Chairman: So, there will be five or
six zones, whatever number is fixed
by the Government. You want each
one of them to be free to compete
with each other.

Shri Lakshmipat Singhania: Our
first suggestion is to have more corpo-
rations than one. Suppose, for
instance, there are four corporations.
Those corporations should work
independently all over the country.
They will open branches of offices all
over the country.

It that suggestion is not accepted,
then the second suggestion is about
zones. We understand that for the
time being the Government have got
an idea to start with four zones. In
that case four zones would be too
small if you have one corporation.
Therefore we were suggesting more
zones, at least one in each city or
something like that,

Chairman: So, this is only an alter-
native?

Shri Lakshmipat Singhania: Yes.

Shri T. N. Singh: In each zone there
will be one corporation only and there
will be no corporation other than that.
(s that the idea? The first alternative
is to have four corporations all over
the country?

Chairman: They accept the one cor-
poration idea. But having accepted
that they say "not 4 or b zones, but

many more”.

Shri T. N, Singh: There will be 3 or
4 zones under one corporation and
another 3 or 4 zones under another
corporation.

Chairman: There will be only one
corporation, as is suggested in the Bill.
Now we insist on having one corpora-
tion only. Then they say: let there
be 4 or 5 zonal headquarters, many
more in every town.

Pandit K. C. Sharma: That depends
upon the experience gained on the
working,

Shri Lakshmipat Singhania: After
all, your idea is to take this to every
cornor of the country, especially to
the villages. If you are going to con-
fine yourself to the four zones, Bom-
bay, Calcutta, Madras and Delhi, then
probably that idea is not going to
materialise.

Pandit K. C. Sharma: There 1is
nothing like a last word in business.
Ag we proceed we will extend it.

Shri Lakshmipat Singhania: At the
moment, as you know, all these com-
panies are having so many offices and
headquarters in different parts of the
country. If one had to depend on a
far off zone it will not be conducive
to eficiency. Supposing all the busi-
ness from Bihar, Orissa and Assam
has to come to the Calcutta zone then
the business will not be much.

Shri M. C. Shah: For efficiency in
service you want more zones. Sup-
posing there are four zomes and then
sub-zones and sub-divisions. Then
will it be sufficient?

Shri Lakshmipat Singhania: We do
not feel so.

Shri M. C. Shah: By zones you
mean independent zones?

Shri Lakshmipat Singhania: Yes,
independent zones. Otherwise they
have to go from one place to another
and keep on going from State to State
till they reach the final zone and get
all the answers.



Shri M. C. Shah: These zones will
be more or less autonomous. They
will have no interference whatsoever
from the Centre with regard to the
day-to-day administration like servic-
ing, giving loans etc. They will be
within the purviev of the Boards of
these zonal headquarters. Suppose
there are sub-zones and sub-divisions.
Do you still think that there should
be more zones?

Shri Lakshmipat Singhania: Each
zone will have an independent board.
But still we want that those boards
should be distributed more widely
than before. That is the idea.

Shri M. C. Shah: You want to dele-
gate more and more powers in the
day-to-day administration. If that is
given, then there 1s no objection. 1s
that so?

Shri Lakshmipat Singhania: Yes.

Chairman: With regard to this idea
of having more than one corporation,
I would like to understand how you
would like the integration to take

place. There are 160 companies or
so.

Shri Lakshmipat Singhania: 154.

Chairman: They will have to be
amalgamated. The idea is that they
all will be amalgamated under one
corporation, as is in the Bill now. You
say that it should mot be one but
many more corporations. What is
your idea of integrating all of them
under one Corporation? If, as you
say, there should be four or five cor-
porations, how are they to be integrat-
. ed as between the varioug corpora-

tions? How will the process start?

Shri Lakshmipat Singhania: That
will not be difficult. What we under-
stood from the hon. Finance Minister’s
speech was—I am only talking of the
past policies and not about the future
~—that there are good companies as
well as bad companies and the policy-
holders who were enjoying benefits in
& better company should not be
deprived of their benefits and the
policyholders of bad companies who
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were not getting bonug and all that
should not get those benefits.

Shri M. C. Skah: May I correct one
misapprehension? What the Finance
Minister has stated is with regard to
the policies that were in force before
the 18th January 1956.

Shri Lakshmipat Singhania: I am
only referring to that. I am only
talking of the past business, that is.
policies which were in force on the
19th January 1956, when they were
taken over by the Custodians. I am
not talking of the future business.

There are two methods. You take
the valuation of each company and
work out their surplus and mark it
X. You give that an index number.
When I suggest index number, it
means, suppose the surplug in one
company is taken as 100, then another
company having better surplus may be
marked 110, and another still better
120, 150 and so on. Any surplus
which is available in future will be
distributed according to the index
number of those policles which were
in force on the 19th January 1956.
Therefore, there will be no difficulty.
You can mark the surpluses of the
different companies within the zones
and within the different corporations
and any corporation which is having
the index of 120 will have to distri-
bute 120 bonus for those policies
which were in force. If the same
corporation is also taking the index
number of 100, then they will distri-
bute 100 to that company. Therefore,
we do not feel there will be any diffi-
culty in allocating business between
the four corporations if that idea is
accepted.

Shri M. C. Shah: That is about past
business.

Shri Lakshmipat Singhania:
talking of the past business.

Shri M. C. Shah: In future there
will be only one corporation.

Chairman: What is your suggestion?

Shri Laksbmipat Singhania: If there
are four independent corporations then

I am



the question of competition will come
in,

Chairman: The competition is not
there with regard to the investment
or the rates. So it will be with regard
to the management.

Shri Lakshmipat Singhania: In the
management of securing business.

Chairman: And the method of can-
vassing and so on.

shri Lakshmipat Singhania: There
is the question of services rendered.

Chairman: Is there not some possi-
bility of under-cutting of rates or
other similar malpractices?

Shri Lakshmipat Singhania: May I
respectfully submit that as far as the
cutting of rates ig concerned that goes
out of the question because the rates
are fixed? They are all going to be
prescribed by the Government.

Chairman: What about commission
agents?

Shri Lakshmipat Singhania: As far
as the malpractices committed by the
agents are concerned, eveg if it is one
corporation there will be hundreds
and thousands of agents working
under that corporation and then there
is the question of personal gain for
those individual agents who are going
to work. Only to secure their own
business, even today in the present
set-up they can adopt such practices
which will give them better gains.
After all, they are going to get a
certain commission. Thus if you can
check, there should be no difficulty in
having four independent Corporations.

Shri M. C. Shak: Don’t you think
that now when there is monopoly
business, anybody who wants to take
his life insurance policy will have to
go to the Corporation and the Cor-
poration alone? The rates of pre-
mium will be the same, the conditions
and terms of the policles will be the
same. Don’t you think that there can-
not be any competition between two
or three or four Corporations even if
they ar@® gllowed to have it?
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Shri Lakshmipat Singhania: 1f you
are going to confine yourselves to
only one Corporation, it is going to
work as a monopoly business. If it is
going to work as a monopoly business,
my submission is that it is not going
to be healthy in course of time. It may
be all right for some time. But what
I wish to point out is that you have
to look also to the future, with the
cheapest cost and better service. The
main object of our submission is this:
If we are to surrender competition,
then the possibility of better service
will not be there. After all, it is not a
question of monetary gain, but it is a
question of rendering more service to
the public. If a man is to travel in
the railway, he has to travel in the
Indian Government Railways. If any
man has to insure, he has to go to this
Corporation. In that case, that healthy
competition will not be there.

Chairman: How will you differen-
tiate between one Corporation and
another?

Shri Lakshmipat Singhania: That
will not be difficult. You may name
them differently assign different and
distinctive appellations.

Chairman: Should the number be a
dozen or half a dozen?

Shri T. N. Singh: One question,
Sir, “Services” in the context where
there are competing companies has
some connotation. I woulq like to
know what he means by saying “ser-
vice to the future policyholders” in
the context of nationalisation. What
differential services should we have?

Chairman: What difference can
there be as between one Corporation
and another?

Shri T .N. Singh: I want to have the
definition of the word “services”. May
I request that this may be answered?

Shri Lakshmipat Singhania: By
“services” I mean all kinds of services
right through from the date when a
customer is approached for signing a
proposal for 20 or 25 years till he is
paid back the insured amount on the
date of maturity. Between these dates
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there are so many occasions for ser-
vice starting from the medical exami-
nation, filling up of the form of insur-
ance, then giving the insured all the
facilities for payment of the premh}m,
"quarterly, monthly and so on. Then
there is the grant of loans—many
policyholders go in for loans—and
clarifying any of the doubts raised by
policyholders and so on.. In some of
the companies, if the policyholder
writes today he does not get a reply
for five months, and that is not going
to be a good service.

Shri T. N. Singh: I thought it was
only in Government, Is it so in the
insurance companies also?

Shri Matthen: You have suggested
separate autonomous Corporations
which should compete with each other.
The other corporations would be at
liberty to conduct their business and
declare their own bonuses.

Shri Lakshmipat Singhania: They
should be allowed to do so. They can
declare a better bonus.

Shri Matthen: If another corpora-
tion works better and proposes a
reduction in premium, would you like
to give them the liberty of reducing
the premium?

Shri Lakshmipat Singhania: That is
a question which has to be decided in
future by Government. After all,
Government is going to introduce four
&r five Corporations.

Shri Matthen: Before giving your
suggestion for independent Corpora-
tions, I think you hawe taken into
consideration this question whether
they can reduce their premium, even
it it is by Re. 1/-. Should they not be
glven the liberty to do this?

Shri Lakshmipat Singhania; There
should be no objection to that.

Shri G. D. Somani: Suppose a
suggestion was made to you that the
management of the different Corpora-
tions should be different—one is to be
purely and predominantly official, a
second in the private sector with those
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who were managing the industry
before nationalisation, and then a
third set-up of management by other
people, do you think that that will
lead to better competition? I am just
enquiring whether from the point of
view of competition, if there are to be
different Boards consisting of different
sets of people, that will lead to
some better competition in view of
the restrictions so far as the general
policy of the Corporation is concerned.
Naturally they will have to be more
or less on the same lines.

Shri Lakshmipat Singhania: I will
suggest that if different Boards are
constituted by the different manage-
ments, there is no question about the
possibility of better service; for in
that case there will be competition
for service. After all, people should
render service not only from the
monetary point of view but also from
the point of view of community ser-
vice. In your present Corporation,
you are suggesting a Board of non-
officials. There it is not clear, but you
are going to take certain non-officials
on the Boards to guide and advise.
Therefore, if you are going to make
a Corporation with different manage-
ments, and leave it only in the hands
of certain people who have experience
in the insurance business, naturally it
will be seen who is conducting better
business. This will' also help in ereat-
ing an incentive for the other Corpo-
rations to render competitive service.
Therefore, it will be a good idea 1if
Government consider handing over
Corporations of that nature, with
fundamental controls in their hands.
By fundamental controls, I mean to
refer to investment policy, policy for
fixing premiums and so on. If work-
ing facilities are offered and left over
to an independent Board, there will
be scope for a better and healthy
competition.

Chairman: You do not now concede
that a number of Corporations, if they
are established, should have definite
territorial spheres?

Shri Lakshmipat Singhania; Cer-
tainly the main purpose is keen com-
petition.



Chairman: So, you want it for all-
India purposes?

Shri Lakshmipat Singhania: The
zonal corporation is as good as an
all-India corporation.

Chatrman: If the corporations are
going to be more than one, as you
suggest, they have to be for all-Indla
purposes. Are you clear about that?

Shri Lakshmipat Singhania: I am
"very clear about that. Otherwise,
there is no use of having separate
Corporations.

Chairman: What about co-ordina-
tion?

Shri Lakshmipat Singhania: Co-
ordination will not be difficult.

Chairman: How will you effect it?

Bhri Lakshmipat Singhania: There
can be some central body.

Chairman: Whom should this cen-
tral body consist of?

Shri Lakshmipat Singhania: It
should consist of officials and non-
officials, something like the Railway
Board at the Centre. The railways
are not competing with each in

any zone, but they w their
policles governed by #¢ Railway
Board. The railways all over India

are working under the guidance of
that Board. This is only an example.
The difference is that the railways are
working in each zonme and they are
not competing with each other in any
zone.

Pandit K. C. Sharma: Can you
suggest any other example anywhere
of competition in the same area? I
understand your point regarding
securing business on a larger scale,
but do you know of any country where
competition is allowed in the way you
suggest?

Chairman: Where there are two
spheres,

Shrl Lakshmipat Singhania: At the
moment, in France, and I think also

in Yugoslavia, they are working on
similar lines.

Shri M. C. Shah: In France, the
State also is an insurer along with
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private insurers. Here the difference

_is that there is to be only one insurer.

Those who want to insure in thig coun-
try should and can go only to ome
Corporation and one corporation
alone. Have you got any instance
where you have a Government insur-
ance and the scheme that you are now
advocating?

Shri Lakshmipat Singhania: Ag far
as other countries are concerned,
there is nothing like monopolising of
insurance business by one body. At

‘the same time, why we have suggested

that scheme, if I may be permitted to
say so, is for greater safety for the
future. This is going to be a very big
show and naturally you should not
convert it into a departmental affair.
That is oyr suggestion.

Shri M. C. Shah: It can be depart~
mental only if it is going to be a part
of Government. It is going to be a
Corporatjon and an autonomous body.
Then how do you just compare it
with France where the Government is
in the insurance field along with the
private insurers?

Shri Lakshmipat Singhania: The
main point remains that if it is a
monopolised business and if it remains
under one Corporation, gradually the
shape of that business, in my humble
submission, would be a monopolised
business.

Shri M. C. Shah: It will be a
monopolised business, The intention
is that the insurance business will be
an independent monopoly of the Gov-
ernment to be run through an autono-
mous Corporation.

Shri Kamalnayan Baja}: As far as
the ownership is concerned, there may
be a monopoly. But as far as the
services are concerned, there should
be some competition. As far as life
insurance is concerned, it is something
like salesmanship . I? there is only
one Corporation, then if at all an
agent will approach me, he will come
to me, speak something and go away.
If there are four or five Corporations,
flve or six or even more agents will
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come to me and they will all try to
persuade me and explain to me.

Shri M. C. Shah: Today the position
is that one agent will go and talk to A
and another will then go and talk to
him about the success of his company.
They will say this company is solveat
or the other company is insolvent or
half-solvent and so on. Hereafter.
that will not be the position.

Shri Kamalnayan Bajaj: Certain
arguments will not be there. But
they would certainly say: “If you
insure with us, our doctor will go to
your place; your ladies will be exa-
mined in your place itself; in the other
companies you will have to go to their
office.” Even for meeting the claims,
they will say: “We are very prompt;
you see our records.” Like that, this
kind of education for insurance will
be spread, because more than one
agent will be approaching every client,.
In salesmanship the goods are produc-
ed and sold in different branches
though they are of the same industry.
Because they sell in the different
branches, the sale may not be double
or treble, but if they sell 100 units if
there is only on branch, it will be at
least 150 or 125 though not 200 if sold
in different branches, That is how
they enunciate the competition of
goods by putting their goods in differ-
ent branches. The same goods have
to be put out in the market in seven
or even ten different branches though
they are goods produced by one fac-
tory.

Pandit K. C. Sharma: Is it in the
same area?

Shri Kamalnayan Bajaj: The whole

country. I will give you a practical
example. Take the electrical side. I
am in collaburation with Philips,

G.E.C, and Crumptons. They are all
European concerns and we are the
Indian partners. There are nearly 13
branches and the products of the fac-
tory are being put in the Indian
market. There are additional
advantages. I do not want to take
much time but I think it should be
examined. It is a technical matter
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which can be fully examined. If the
products are sold only by one branch
then there is a limitation because after
all the contacts of an individual agent
are limited. Individual influence is
limited. If you duplicate it, though
you do not get hundred per cent.
increase, certainly you get something
more; that is a point that should be
remembered.

Shri V. B. Gandhi: You contemplate
that there will be so many corpora-
tions working in the same territory.
Also you grant that the premia and
all other conditions will be the same
for all those corporations. Then the
only difference will be in the servives
that each one of these corposddons
give. Thus far, we are convinced that
such an arrangement will perhaps
provide an element of competition.
But then there is one snag, viz. there
will be duplication of services. Now
You have to convince this Committee
that this extra cost on account of
duplication of services will be justi-
fied by the res\,ults that may come by
competition. I think I have made my-
self clear. The snag is that there will
be duplication of services. Now you
have to prove to this Committee that
the extra cost involved in this dupli-
cation will be justified by the good
that may come out of competition.

Shri Lakshmipat Singhania: You
are perfectly right. There will be
duplication of services no doubt. But
duplication of service to an extent will
be there even now in the present
context when you are going to have
one corporation. Here also the agents
may be approaching the customer
thrice. All the agents may be
approaching a customer. The dupli-
cation comes in there also. But there
should be no limitation of business.
Even if you incur a little extra cost,
it it 1s going to progress and it is
going to give much more profit and
result in public saving, then In that
case, probably in a very short time,
say, within five years, you will realise
that the duplication of services has
more than repaid its cost. It is very
difficult for me at this moment to put
forward any statistical data before



you to prove my point except this
example. So many companies were
paying allowances themselves and
they were after all carrying on the
insurance business with certain limi-
tations on expenses. Knowing that the
new business always costs much more
than the renewal business, knowing
that we in spite of that, are embark-
ing more and more upon new business
for the reason that in course of time
that business will become remunera-
tive in the course of the flve years.
That ig the only reason. They are
sowing today and they are going to
reap the results at a later stage.

Shri S. K, Patil: Are you suggesting
that the quantum of business will
increase by this competition?

Shri Lakshmipat Singbania: Yes,
definitely.
Shri S. K. Patil: Your present

competition is based on many factors
none of which is present here. Here
the premia are the same, conditions
are the same and the Corporation is
the same. The return from it will
also be the same. There is no
change whatsoever. Not only that.
You are suggesting that in one place,
either Calcutta, Bombay or Delhi,
there will be two people of identical
companies approaching the people,
which is just like suggesting two
members or two different agents of
the same company may be approach-
ing a party. Here there is only one
company. Is there any possibility of
the total quantum of business rising
as a result of this factor of competi-
tion which you are suggesting and
will it be a business proposition
knowing that 99 per cent. of condi-
tions are just the same? Another
difficulty—I am mentioning all to-
gether so that you can explain
together—is: if there is such a com-
petition, would it not be unwhole-
some that when the Government
appoints four corporations one of
them works in a manner that exposes
the other three corporations and
constantly criticises them, so and so
corporation is doing this and that?
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After all, it is the same Govern-
ment that appoints people on the cor-
porations etc. Is it really a feasible
proposition, a practical proposition,
in the larger national interest?

Shri Lakshmipat Singhania: It is
a very important question that you
have put to me. I feel that, as far
as the first part of it is concerned,
our main idea is to increase business.
We are confldent it can be done. In
the monopolistic type of business the
quantum of business should increase
and there should be the persuasion
of people to insure more and more.
Now insurance has to be sold. At
the moment what percentage of
people are insuring in this country?
When you go further into interior
parts of our villages you will find
that people do not understand even
a word of insurance. You have to
educate them as to the benefits of
insurance.

. The quantum of business can only
increase if there is the possibility of
competition. Otherwise, what will
happen is that in course of time only
those who want to insure will go to
the corporation. Now we want to
create a condition—we want to sug-
gest that it should be created—
whereby not one who wants to in-
sure should go to the corporation but
the corporation should go to the
people and educate them about the
advantages of insurance. Thig is the
correct approach and, therefore, we
have stated that if it is going to be
only one corporation the possibility
of that type of approach will be less.
Therefore we are suggesting that
competitive bodies should be created
because in the present context when
you are proposing that the whole
business is to be run by the Govern-
ment it is not difficult to create con-
ditions where, while still maintain-
ing the State business, there will be
this advantage which even the
private enterprise was getting and
that is why we have suggested that
competitive business should come
forward.
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As far as the criticism of one cor-
poration exposing the other is con-
cerned, we should not be afraid of
that, because if everything is going
on nicely it is in the interest of the
nation, in the interest of the country
to bring out more efficiency by point-
ing out the defects and the short-
comings of those corporations which
are not working properly. We should
not be afraid of any public criticism
in that regard. Let us create healthy
competition and let us see the result
of it.

Shri 8. K. Patil: Just like diffe-
rent brands of products manufactur-
ed in the same company, do you
also think that there will be different
brands of policies in the competi-
tion?

Shri Lakshmipat Singhania: I do
not suggest for a moment that the
policy conditions will be different.
But I do suggest this. Suppose it is
a peculiar requirement in which a
change of policy conditions is neces-
sary. Then one of those corporations
can investigate and put before the
Central body a suggestion that this
policy may be created for all the
corporations. At the moment, these
types of suggestions have less
chances of appearing than when you
have any competition in the line.

Shri S. K. Patil: I am asking this
question just for elucidation. The
conditions ultimately would be the
same. Take, for instance, the small
savings. If you calculate, it will
more or less come to the same thing.
But. it does provide an element of
compensation. I thought that that
was also contemplated in this case
when this corporation becomes a
separate corporation.

Shri Kamalnayan Bajaj: As I said
before, life insurance is a salesman’s
Job. A salesman has got to make
clents. We should not forget that.

a growing

where the
definitely

I was saying that in
economy in the country,
standard of life will
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increase, we have to educate our
people also and, for that reason, if
there is only one corporation the
fear is that it may turn, after five or
ten years, after some time, into just
like a post office savings scheme
where people will be expected to go
and give whatever reqirement is
there in the policy and they may be
standing in the queue and so on and
thereby you will be losing five or
ten years or more for educating the
people in getting insurance-minded
because it is a kind of security that
you are selling to the individual and
the family. We are saying: your
future is secure and for that we are
charging you this and we are giving
you so much. Then again I would
suggest one thing more and that is
this. As far as premia are concerned
or as far as rates are concerned, we
do not want any variation. But cer-
tainly this kind of scope should be
given that if any corporation gives
efficient service, something which
others are not giving, the benefit
should be given as a sort of bonus,
at the end of the maturity period or
at the time of settling the claim,
something that gives an incentive so
that every corporation should be
alert to work in the most efficient
manner as they possibly can.

Another question raised was that
if there are 3 or 4 corporations there
will be unhealthy competition and
there will be criticism. When these
are the national bodies we should
not be afraid of the criticism. As a
matter of fact, if there is only one
body it might become lethargical. If
it is not efficient, then we will be
criticising it and then it will be more
alert. We should in the national
interest, keep everything very alert
and very dynamic so that we can get
very good results out of it and if
there is duplication or triplication, I
admit that the result will not be
three-fold but it will be deflnitely
more than hundred per cent. and we
must achieve that more than hundred
per cent. éven at a little more cost
which ultimately, if you work out, on



an average will be lesser than other-
wise.

Shri T. N. Singh: I do not want
to ask any questions. I am a layman.
Regarding this dynamic salesman-
ship to which reference has been
made just now by the witness,
I want to know one thing. If there
are ten salesmen of one company
then there will be no comptition. But
if there are two salesmen from com-
pany A, two from company B and
two each from company C, D and E,
then there will be competition. The
terms and conditions which they can
offer to the policyholder being the
same, there will be no competition.
Have I understod you correctly?

Shri Kamalnayan Bajaj: I have
not correctly followed your question.

Shri T. N. 8Singh: If there is com-
pany A only and it has got ten sales-
men then there will be no competi-
tion because it is only one company.
But if there are five companies and
those ten salesmen are divided into
two for each company, then, even
though what they are to offer is the
same, the eventual service that they
could render being the same still
there will be competitionn. Am I
right?

Shri Kamalnayan Bajaj: Not exact-
ly. If there is one company and if
there are 10 agents then competition
would be more likely to go under-
ground in this respect because they
will not be able to tempt the client
by saying that “more facilities are
being offered by me.” He will be

able to tempt only by parting with
his own commission.

Shri T. N. Singh: What are the
“more facilities” that a salesman can
offer against another if the rates are
the same in both cases? That is
what I want to understand.

Shri Kamalnayan Bajaj: As {t
wag already explained, shortly from

the beginning of the policy when he
wants to apply, right up to the matu-
rity of the claim, there will be
many things that will have to be
given as service and in that respect
it could be extended by one com-
pany.

Shri T. N. Singh: Do you mean to
say that there will be competition
in running to the client or in writing
back promptly to the client?

Shri Kamalnayan Bajaj: In meet-
ing their demands. In meeting the
claims on maturity one company may
pay after six months. Another com-
pany may pay within one month.

Shri T. N. Singh: Prompt reply?

Shri Kamalnayan Bajaj: Yes.

Chairman: If the zones are made
completely autonomous with regard
to their functioning, will that serve
the purpose in any way?

Shri Lakshmipat Singhania: I have
submitted at an earlier stage that this
is not going to solve the problem be-
cause I think they will have a deflnite
area ang territorial jurisdiction.

Chairman: You mean  all-India
jurisdiction?

Shri Rame: Can you explain why
there is such a vast variation between
the business of companies? One com-
pany procures a business of several
crores and the next company only pro-
cures a business of very few crores.
What is the main reason? When there
wag a question of competition, the
companies competed with one another.
Why is it that there is such a vast
variation?

Shri Lakshmipat Singhamia: It is
easy to explain. It depends on the
growth of the company, its manage-
ment and the type of service that it
is rendering.



Shri Rane:
inefficient?

That means they were

Shri Lakshmipat Singhania: That is
a question of their capacity to
organize. Suppose a person can
organize 20 offices and another person
can organize only one office, you can-
not say he was inefficient. You can
say that one was more progressive
and the other was less progressive.

Shri Rane: I am asking about the
question of competition. There was
no fear of competition.

Shri Lakshmipat Singhania: There-
fore the business wag coming up. You
must have seen the flgures that these
things were quite bright indicating
signs of the competition.

Shri Rane: What is the field of com-
petition that you visualise in the
nationalised industry?

Shyi Lakshmipat Singhania: I feel
that except the reduction of premium
and the investments, nothing will be
common.

Shri Rane: What about bonus?

Shri Lakshmipat Singhania: Bonus
will of course depend on the working
of each Corporation.

Chairman: You have made your-
self clear about this matter. May I
know your idea about zones? You
have stated that there might be many
more zones, one in every important
town and major town. How many will
that mean? WIll it mean a few dozens?

Shri Lakshmipat Singhania: To start
with, we may have about ten or
twelve, and they may be increased
later on,

Chairman: So, there should be =a

dozen zones which should be autono-
mous?

Shri Lakshmipat Singhania: They
should be autonomous so far as day-
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to-day working is concerned, {f they
are going to have one Corporation.

Chairman: I want your idea about
the demarcation of the duties between
the Corporation.and the ones.

Shri Lakshmipat Singhania: The
demarcation between the Corporation
and the zones should be in respect of
the day-to-day working like issue of
policies, taking the premium, granting
of loans and payment of claims, etc.
where the zones should be indepen-
dent, because these shouldd not be con-
fined to one organisation.

Chairman: You mean that the policy
regarding investments, policy making
generally and supervision will remain
with the Corporation.

Shri Lakshmipat Singhania: It has to
be with the Corporation.

Pandit K. C. Sharma: You want a
business set-up?

Shri Lakshmipat Singhania: 1 do not
exactly suggest that, but it may be a
little different.

Chairman: May I know your views
with regard to the composition of the
Corporation?

Shri Lakshmipat Simghania: For the
main Corpora#ion as provided in the
Bill, some puowers should be given to
that Corporation, as we have suggested.
If some powers are given to the Corpo-
ration and if less interference is kept
by the Central Government, it will be
Yetter. Let that Corporation work
independently and let it not be inter-
fered with by departmental orders.
Therefore, as far as tne centre is con-
cerned, it should be given as wide
powers as possible.

Chairman; What about its composi-
tion?

Shri Lakshmipat Singhania: You have
to start from the centre. The centre,
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as you have suggested, may have some
advisory board. That board should be

given some power, some independent
power.

Chairman: How do you form the
Corporation, How will it be initially
formed?

Shri Lakshmipat Singhania: It has
been suggested that you are going to
appoint Directors on the Board and you
are going to take independent people
on this Board. Therefore, my submis-
sion is that you should take in8epen-
dent people.

Chairman: There are various sugges-

tions saying that this interest and that
interest should be represented.

Shri Lakshmipat Singhania: Under
the Insurance Act, the policyholders’
Directors are also there. Of course,
there will be no other financial inter-
est, but you should utilise the services
of those who have got enough experi-
ence and who are doing work in this
line.

Shri Ferose Gandhi: Do you rmean
by this the proprietors or the people
who are actually working in insurance
business?

Shri Lakshmipat Singhania: I do not
know this distinction which you are
drawing.

Shri Feroz GaGndbi:. Do you mean
those who own the business, and the
people who are working in insurance
are those who are working under these
proprietors, the Managers, General
Managers etc.

Shri Lakshmipat Singhania: There
may be companies and companies; . and
there may be certain companies where
the proprietors are also working, and
taking an active part in the day-to-day
management of the insurance business.
On top of that they supervise. Now, so
far as the employees are concerned,
they will all be in the Corporation.
The proposed Corporation is goMg to
take all those employees practically.
These people, you have suggested, are
the people who look to the day-to-day

work. 1 slightly disagree with that
proposition. I do not agree that they
are the only persons who are getting
the whole business. It may be that ip
certain instances you can say that cer-
tain proprietors were not looking after
this business at all. My submission is
that those proprietors who had interest
in running and in promoting the busi-
ness were taking a lot of interest in
getting and running that business in a
very efficient manner. Naturally, those
people were responsible for bringing
the business to a higher standard; and
unless you utilise the experience of
these people, the purpose will not be
served.

Pandit K. C. Sharma: You mean only
the active proprietors.

Shri Lakshmipat Singhania: The man
who understands the job.

Shri Tekkikar: Suppose the central
Corporation devises some different
kinds of policies suiting the purposes
and professions of diflerent persons,
zonal policies and policies for
merchants and so on and if they are
allowed to deal with the policies in
their particular zones, will this do? Do
you prefer this idea?

Shri Lakshmipat Singhania: I do not
think that I have suggested that zones
should be allowed to choose their
volicies. I have suggested that if it is
a question of zones, it will have to
carry out the directives of the centre.

Shri Telkikar: This is a matter of
choice.

Shri Lakshmipat Singhania: Suppose
a certain zone is constituted to look
after rural areas and a certain zone is
constituted to look after urban areas,
you cannot compare the activities of
both these zones.

Shri Telkikar: Surrounding circums-
tances will compel them to choose a
particular pattern.

Shri Lakshmipat Singhania: It is not
a question of choice. It is a question
of which policy they will be able to sell
more and which less. '

A



Shri Telkikar: What is this flexfbility
or your idea of gutonomy? 4

Shri Lakshmipat Singhania: I have
not very clearly understood your ques-
tion. What I mean by flexibility is
flexibility of working. This means that
they should be allowed to function as
freely as possible and without inter-
ference from the centre. This is the
basic idea I had behind my sugges-
tion.

Shri Telkikar: So far as the Bill is
concerned, there is no restriction on
their operation.

Shri Lakshmipat Singhania: In prac-
tice that should be so. That was the
idea.

Shri Feroze Gandhi: Mr. T. N. Singh
asked Mr. Kamalnayan Bajaj a ques-
tion which I do not think has been
very clearly answered, or Mr. Bajaj
has not been able to follow that ques-
tion, Mr. Bajaj says that if there is
more than one Corporation, say four
or five Corporations, then the element
of competition comes in and that this
would be very beneficial. Now, taking
what was actually happening in prac-
tipe. out of the 170 and odd companies
in existence, the major part of the
business was in the hands of two com-
panies. The major part of the insur-
ance business was in the hands of the
Oriental and the New India. About
60 per cent. of the total business was in
their hands. Now, if his argument is
to be taken as correct, then it can only
mean that a large number of companies
were coming into existence and
competing with one another. What-
ever the flgures of the business of
these companies, the fact remains that
these two companies were carrying on
about 60 per cent. of the total busi-
ness. Now, how do you explain this
contradiction?

Shri Lakshmipat Singhania: First of
all, I respecttully disagree that two
companies were doing 60 per cent. of
the total business.

Shri Feroze Gandhi: At least 50 per
cwat,
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Shri Lakshmipat Singhania: I will
not contend as the figures will be avail-
able. I agree that they had the largest
share. But I am told that the Oriental
and the New India, both together are
covering 33 per cent. of the business.

Shri Feroze Gandhi: Even then?

Shri Lakshmipat Singhania: When
you talk of 165 companies, you should
take into consideration the history of
the growth of insurance companies in
India as to how they have developed
and under what conditions they were
created and how they were progressing.
It is very important to know that the
companies in India had to carry on
with the different types of competition
and different types of business and
with different objectives they were
created. The business created by life
insurance has been very gradual....

Shri Feroze Gandhi; The point is that
a very small number of companies
were carrying on the greater volume
of the business. Therefore, why can-
rot one company function better than
four or flve companies, or one Corpora-
tion function better than a number of
Corporations?

Shri Lakshmipat Singhania: With all
due respect, I will point out that to you.
I am coming to that point.

Therefore, what happened was those
companies which were gradually pro-
gressing ‘and coming in comperitien
created business.

Shri Feroze Gandhi: The two com-
panies—Oriental and New India—are
doing 40 per cent. of the total business.
This figure has been given by the
Controller.

Shri Lakshmipat Singhania: I say 33
per cent. But it may be 40 per cent. I
am not arguing on that point. Now 1
will take up your own argument as to
why the business is in charge of only
two companies. That is because of the
mode of competition. If there were no
competition, perhaps the Oriental
would not have carried on the whole
business. The fact is that there was
competition between Oriental and New



India and tnat competition has created
this atmosphere.

Shri Matthen: I understand you to
mean that the element of competition is
the basic thing without which a mono-
poly or a Corporation cannot function
effectively. 1 also appreciate it. You
say on page 3 of your Memorandum
that in 1955 the total business exceed-
ed Rs. 85 crores. Is the figure correct?

Shri Lakshmipat Singhania: We
have taken it from the Insurance
Year Book. It is correct.

Shri Matthem: This shows that
foreign life insurance business has
made steady progress.

Shri Lakshmipat Singhania: Defi-

nitely.

Shri Matthen; Do you believe that
there is great potential for the future?

Shri Lakshmipat Singhania: It will
depend upon what competition this
country has to fact in those countries
For instance, we take Malaya, Burma
or Ceylon. There, the foreign com-
panies are operating under better
conditions.

Shrli Matthen: Are Asiatic countries
or African countries doing Insurance
business in those foreign countries?
Or, are the Indian companies the offy
companies?

Shri Lakshmipat Singhania: Most
of the big business firms are doing this
business,

Shri Matthen: I am only talking of
Asiatic countrics.

Shri Lakshmipat Singhania: I be-
lieve that most of them are Indian
companies.

Shri Matthen: I only want to pofrf
out that it is a great potential for us in
the future. You suggest that now that
life insurance is taken over by the
Government, they have no idea of
doing business in foreign countries.
You are then losing a great potential
when the Government do not take up
the foreign business.

Shri Lakshmipat Singhania: The
idea of this paragraph is this: the Gov-
ernment's intention is to take away
the business of all the companies
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and give it to one company and
therefore we suggested that this
is not fair, It should be left over to
the composite companies.

Shri Matthen: What is your sugges-
tion now to get the foreign business?

Shri T. N. Singh: I want to clarify
one point. If there are four companies
which form themselves as a trust or
cartel and have the same prices, what
is the pgsition? There is no element
of monopoly if there are four or flve
companies coming to an agreement
between themselves about prices in a
trust or cartel. Then there is no
competition.

Shri Lakshmipat Singhania:
competition.

Shri T. N. Singh: I want to know
how the element of competition which
you are thinking of should be intro-
duced. The premium will be the samé.
The condilions will be the same.

Shri Lakshmipat Singhania: I want
to make this clear to you. It is not a
question of premium alone. Even to-
day, in practice, the premium is the
same, Today the premium in mostof
the companies is the same as those
which have the bigger volume of busi-
ness. Company ‘A’ may be able to se-
cure more business than Company ‘B’.
It is not a question of premium alone.
The only answer is that one particular
company may be offering betfer service.
You are conflning yourself to the pre-
mium. You are also saying that the
ownership of the Corporation is govérn-
mental. '

_ Shri T. N. Singh: Service in this con-

text is something different from service
in the context of.........

Chairman: ‘Servicing' has been
defined elaborately. 1 have been
wanting to know this: You have laid
down in the Memorandum that even
with regard to the executive committee
there should be representation of inter-
ests. How do you justity that? The
executive committee is in charge of the
management. Should it be composed-
of various diverse elements or should
it be composed of business talents or
whatever it is in the Corporation which
would be in charge of the managgnent?

No



[Chairman]

Should it also be represented according
to the various interesis? It has been
said that the Bill should provide for,
apart from Government nominees,
representation of policyholders and so
on, But when there is a small com-
mittee of management consisting of
five members, they........

Shri Lakshmipat Singhania: As re-
gards policyholders, 1 am afraid, we
will not be able to eliminate them at
any stage.

Chairman: Supposing there is one
manager. He shall have.........

Shri Lakshmipat Singhania: We are
conflning ourselves to Committees.

Chairman: This is an executive
committee, consisting of......

Shri Lakshmipat Singhania: It will
consist of several people.

Chairman: Five.

Shri Lakshmipat Singhania: There
can be a policyholder. But it is a
question of function of the committee.
If its function will have to do anything
with the policy-holders’ interest, I «m
prepared to say that policyholders’ in-
terests should be there.

Shri Sadhan Gupta: You have sug-
gested several competitive corporations.
May I know this from you? How do
you visualise the distribution of sur-
plus in those corporations?

Shri Lakshmipat Singhania:
you make it clear?

Shri Sadham Gupta: In the insurance
companies when an actuarial valuation
is made, they will have certain princi-
ples on which distribution of surplus
will be made, by allocating some por-
tion to the policyholders and some
other to the shareholders. In competi-
tive corporations, how would you
distribute the surplus?

Shri Lakshmipat Singhania: The
surplus will be distributed under the
same system,

Shri Sadhan Gupta: There cannot be
any allocation to shareholders.

8Shri Lakshmipat Singhania: Share-
holders means Government.

Could
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Shri Sadhan Gupta: Under those
cireumstances. what will be the incen-
tive for the different competiiive cor-
porations to show better resiits
between one another?

Shri Lakshmipat Singhania: Incen-
tive would be community service; in-
centive would be better appreciation
by the Government.

Shri Sadhan Gupta: Do you' mean to
say that the only incentive would be
better appreciation of the Government?

Shri Lakshmipat Singhania: Of
course. As far as the distribution of
surplus is concerned, it is not a ques-
tion of distribution of the proportion
of business. It is a question of more
service and less service. Company
‘A’ makes Rs. 1 lakh., Company ‘B’
makes less. The distribution of sur-
plus will not differ. It is a question of
quantity of surplus. This quantity
will be got by expense ratio and it will
be got by bagger returns and so on.

Shri Sadhan Gupta: One quantity

shows better surplus. What does it
stand to gmp? .
Shri siget Singhania: Policy-

holders will #babk more with that
Corporation.

Sbri Sadhan Gupla: What is the
gain of thet particular corporation it
more policyholders book, because it
cannot distribute more surplus among
its members.

Shri Lakshmipat Singhanfa: Mem-
bers meaning policyholders or share-
holders?

Shri Sadhan Gupta: Members means
shareholders.

Shri Lakshmipat Singhania: It is
common; it is not two,

Shri Sadhan Gupta: Policyholders
are not owners of the corporation in
this case. Is there any distinction be-
tween mutual companies and a cor-
poration of the kind you are sug-
gesting? Here the policyholders are
not members. They are not manag-
ing the corporation. What is the
greater incentive for the corporation?



Shri Lakshmipat Singhania: [t is
not a question of incentive for a cor-
poration. It is a question of incentive
to the whole country, because when
one corporation is showing DLetter
results, then automatically others will
try to show better results.

Shri Sadhan Gnpta: My question
is what is the incentive for a State
owned corporation to show better
results?

Shri Lakshmipat Singhania: It is
better appreciation by Government.

Shri Sadhan Gupta: If appreciation
is the incentive, can you not produce
the same incentive in a monopoly cor-
poration by some means by which
such appreciation will be revealed?

Shri Lakshmipat Singhania: You can-
not compare that appreciation with
anything, because there is nothing to
check or measure that appreciation.
And unless you compare it with some-
thing how will you know that it has
done better?

. Shri Sadhan Gupta: Do you mean
to say that if one corporation will
be commended more than the other,
it will induce the corporation to do
better service?

Shri Lakshmipat Singhania: When
you have only one corporation, there
is no question of any comparison with
the other. In that case you cannot ap-

preciate or weigh which has done
better.

Shri Sadhan Gupta: Can you cite
a single instance where mere appre-
ciation—apart from monetary gain—
has led to better results?

Shri Lakshmipat Singhania: If you
take that plea, no nationalised busi-
ness can ever prosper. You have tc
favour all, at least by appreciation.
If you do not give even this, how are
you going to create interest in the
nationalised industries?

Shri Sadhan Gupta: On the other
hand, to offset the possible better
results as a result of better appre-
ciation, don’t you think that several
corporations would mean a tremen-
dous wastage in the shape of over-
head expenditure?

Shri Lakshmipat Singhania: I do
not think so. I have replied to that
question earlier. Duplication of ser-
vice will pay for itself on the better
volume of business. This is my sub-
mission.

Shri Sadhan Gupta: I think you
were asked by certain Members re-
garding competition of Corporations.
I couldn’t get your answer, Have
you any single instance where State-
owned corporations compete with
each other? You stated the case of
France. 1 believe there the State-
owned corporations compete with
the private sector.

-

Chairman: All that has been cov-
ered already.

Shri R. Velayudhan; I want to ask
you something about competition. Is
it not a fact that when the insurance
was in the private sector, there used
to be lot of competition or salesman-
ship which is the inherent aspect of
the private sector and now that it has
come in the hands of the State, not
the Government, service has taken the
place of competition or salesmanship?
Take, for example, how far the State
can do service to the policyholders.

Chairman: Has this not been cover-
ed? This matter has been discussed.

Shri Velayudhan: Everything was
being asked on the basis of competi-
tion. My point is that there is no
question of competition now that the
State has taken over the business.

Shri Matthen:
point.

That is the very

Shri Velayudhan: The basic factor
is not at all touched.

Shri Matthen: If one finds under
the valuation a large bonus is to be
distributed to policyholders, will that
not economise in their premium?

Shri Lakshmipat Singhania: I fol-
low your point. That is precisely
why incentive has to be given. If
there is a surplus ## belongs to the
entire shareholders.



[Shri Lakshmipat Singhania]

So in a State if you give it to the
shareholders, it is going to the com-
munity or if you put it in the General
Fund, then also it goes to the com-
munity.

The surplus is earned out of the
efficiency, because every company is
practically of the same size. They
are not of different sizes. Their capi-
tal or resources, whatever it is, is
uniform, There is no handicap to
begin with., It will only be that some
companies had been old, their capi-
tal had been very big and their or-
ganization vast. Naturally these
would contribute to more business or
less business. Here, all the compa-
nies are starting at one period and
they are also of the same size. If
there is likely to be a difference in
surplus, that is only because of the
efficiency and that surplus which is
earned out of the efficiency should
be returned to the policyholders, For
these reasons, the competitive ele-
ment should be introduced. If you
give it in the beginning, it might be
tantamount to unhealthy competition,
but if it is given at the end of the
policy, after valuation, then it is a
different story.

Shrimati Sushama Sen: Isn't it a
fact that fleld workers working in a
particular zonal office will get more
commission?

Chairman:
yet.

There are no zones &s

Shrimati Sushama Sen: But will it
be the case in the future?

Chairman: It may not be,

We would like to know from you
your ideas about the foreign life
business.

Shri Lakshmipat Singhania: We
have suggested that the foreign life
business should be left to the com-
posite companies already operating
in foreign countries, There are many
such companies.

Chairman: How many such com-
vanies are working in foreign coun-
tries?

4y

Shri Lakshmipat Singhania: It will
be difficult for me to say off-hand,
but if you like, I can send a note.

Chairman:
note.

Shri Sadhan Gupta: I want a clari-
fication about the procedure. We
were so long dealing with competi-
tion. Now we have gone over to fore-
ign business. Do we examine the
witnesses subject by subject?

Chairman: We are taking the points
mentioned by them in their memo-

Yes, you can send a

randum, and important points in
which we are interested.
Shri Sadhan Gupta: Is it the pro-

cecure that one point should be cov-
ered before the other point is taken
up, because I have some more ques-
tions to put on the competition itself?

Chairman: That has been very
thoroughly discussed.

Shri Sadhan Gupta:
questions to put.

I have some

Chairman: I think we cannot go on
like this. We have to stop at some
place.

Shri Sadhan Gupta: I put very few
questions, and I have some more im-
portant questions to put,

Chairman: More or less this sub-
ject of competition has been comple-
tely discussed.

Shri Sadhan Gupta: How can you
know what has not been discussed?

Chairman: I have judged from the
trend of discussion. I find that the
questions are repeated and the same
answers are given.

Shri Sadhan Gupta: Excepting in
one case, I don’t think I have repeat-
ed any question.

Chairman: You may put two more
questions now.

Shri Sadhan Gupta: There was an
answer about the organization of
zones, On this question of zones, you



visualise that they should correspond
to what are the head offices today.
Isn't it?

Shri Lakshmipat Singhania: I have

not said so.

Chairman: He has mentioned that
there should be one zone in every
major town.

Shri Sadhan Gupta: He said that
there should be about a dozen zones
which will be concerned with the
day-to-day administration. That, in
effect, corresponds to the functions of
the head offices of the present insur-
ance companies.

Shri Lakshmipat Singhania: I don’t
think so. The present head offices
are not equally divided. They are
not situated in equal zones.

Shri Sadhan Gupta: Not that. I
want to khow whéther the functions
of the zonal organizations would cor-
respond to the functions of the head
offices of the present insurance com-
panies.

Shri Lakshmifat Binghania: As far
as the funetions are conhcerned, they
will correspond to the functions of
head offices partly, because partly
those functions will be governed by
the central body. It is only a portion
of the functions w head offices
perform today and secondly in seve-
ral companies, decentralisation has
already taken place. In certain com-
panies, they are issuing policies and
dealing with business in different
Branches, like, Madras, Bombay and
Calcutta, and therefore, they have
decentralised in several matters and
they are not strictly the functions of
head offices. Its function as I have
submitted is dya-to-day business right
through from the date of 1issue of a
policy and repayment of the amount
on maturity.

Shri Sadhan Gupta: Don't you think
that it will be too much of a work
for only 12 zones to deal with and
don’t you think that the functions of
the head office, such as issuihg poli-
cies and so Zorth, should be done by
the divisional offices?

Shri Lakshmipat Singhania: My
submission ig that the more you step
down and if you are to go from one
place to another to finalise a matter,
more delay, more obstruction, in ser-
vice will take place, Therefore, my
submission is that it should be as in-
dependent as possible,

Shri Sadbhan Gupta: What I am
sugpesting is further decentralisa-
tion. You see, the functions of the
head office, such as issuing policies,
ete,, would be carried on by the divi-
sional offices. The zonal offices will
supervise these divisional offices and
also arrange for publicity and propa-
ganda in those zones and the central
corporation itself will be concerned
with larger policy matters, such as,
investments and other thirgs.

Chairman: And co-ordination.

Shri Sadhan Gupta: Yes, and co-
ordination.

Shri uhh-ﬂpat Singhania: Our
submission is that the more there is
interdependence of these zones, the
more will be the delay. Therefore,
we submitted that there should be
more decentralisation and more inde-
pendence. More powers should be
given to these zones,

Pandit K. C. Sharma: You want
that there should be more initiative?

Shri Lakshmipat Singhania: Not
only initiative, but there must be
quick transaction.

Shri 8. K, Patil: You are talking
about these 12 zones. The purpose of
our arrangement of zones just now
is that the whole country has got to be
covered and mere emphasis is placed
on the expansion of business in rural
areas. When you talk of these 12
zones, have you worked out scientifi-
cally that each zone, when it opera-
tes, will cover the entire area? Is it
merely a figure?

Shri Lakshmipat Singhania; It is
only a mere flgure, We have not
worked it out in detail.

Shri 8. K, Patil: You merely sug-
gest that an efficlency machinery



[Shri S. K. Patil]

should be there because insurance
has got to go to the remotest corner
of the country and there ought not to
be a single village which is cut away.
As far as possible the division must
not be of a type that will result in
more concentration in one part and
less concentration in another. So
that kind of a detailed picture has
not been worked out by the Federa-
tion.

Shri Lakshmipat Singhania: No.

Shri T. N. Singh: They should be
able to submit a note,

Chairman: If the Federation can
submit a detailed note regarding the
demarcation as between the Corpora-
tion, zone and the division, what will
be function of each according to them,
etc.,, will be rather valuable.

Shri Lakshmipat Singhania: We

shall submit a note.

Shri Sadhan Gupta: I want to put
one more question, You said that
there should be no retrenchment.
Now you will agree that in many
companies, sinecure posts were crea-
ted in order to provide for favourites,
or persons connected with proprietors
or authorities. Would you not agree
that there should be immediate ret-
renchment of persons on these sine-
cure posts?

Shri Lakshmipat Singhania: That
is a very difficult question for me to
answer without knowing what are
those posts you have in mind. But it
is a question of utility of these per-
sons, If there are some persons, ac-
cording to your version, who are
bogus drawers of salaries, I am not
in favour of wasting the money of the
community on them,

Chairman: Now we shall go to the
next question of foreign life business.
When you were explaining about the
foreign life business, you said that
there are so many companies who are
doing that business and all of them
must be retained. Is that right?

Shri Lakshmipat Singhania: I did
not say that all of them must be re-
talned; nor is it that I want to select
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a few. What I suggested was that if
the intention is that the whole busi-
ness is to be taken away and given
to one company, that is not fair. It
should be left to the composite com-
panies who are carrying on the busi-
ness for the last so many years—some
of them are carrying on for 35 years
or more and they will still be having
their general business—and so long
as they continue to do general busi-
ness, there is no reason why they
should not continue to carry on the
foreign life business also. The life
business of those who were doing
simple life business and who are not
going to operate any foreign business,
their business hag to be distributed
to other companies.

Chairman: How is that to be done?

Shri Lakshmipat Singhania: That
method will involve offering this
business to the companies in propor-
tion to their existing business, or
whether they are doing much more
or their quantum of business is more,
is to be considered. This question
has to be examined on these details.

Chairman: You can work it out
and tell us.

Shri Lakshmipat Singhania: Unless
and until we have the full facts and
figures of the companies working in
the fields, it will be difficult.

Chairman: They will be available
somewhere.

Shri T. N. Singh: How do you
assume that the Bill, as it is, means
that this business will be given to
only one person?

Shri Lakshmipat Singhania: I am
only commenting on the Finance Min-
ister’s proposal in Parliament.

Chairman: He has explained that
in some place.

Shri S, K. Patil: Your idea is that
instead of concentrating this business
in only one company, it should be
distributed among those who are
functioning in the fleld,



Shri Lakshmipat Singhania: It is
not distribution. At the moment they
are already in those areas. Therefore,
only such companies who are going
to work in those areag should retain
their life business.

As far as purely-life companies are
concerned, their business can be dis-
tributed among those companies
which are operating.

Chalrman: With regard to the other
work, other than life business, you
say that even though there might be
some subsidiary doing other work
which has been taken over by the
Government, that should not be done

and that experience need not be
gained. Why?

Shri Lakshmipat Singhania: The
main idea of this corporation is to
carry on the life business and if you
are going to put so many other busi-
ness with this corporation then the
main object will not be served. And
there are three provisions in the Bill.

Shri M. C. Shah: Are you referring
to the three subsidiary companies of
the life insurance companies?

Shri Lakshmipat Singhania: Under
this clause other business may be
brought in.

Shri M. C. Shah: There is no ques-
tion of any other business being
taken over, The only question is
about the three subsidiaries of the
life insurance companies that have
been mentioned.

Shri Lakshmipat Singhania: 1 was
going to submit that there are two
provisions in the Bill which enable
the corporation in future to do any
other type of business also—not only
life insurance, but any other type of
business. Our submission is two-fold.
One is that it should not include any
other type of business,

Shri M. C. Shah: Any other type
of business of insurance?

Shri Lakshmipat Singhania:
insurance, but other
ness.

Not
types of busi-
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Shri Feroze Gandhi: Why not they
compete with the Government, that
is, with the State Corporation? In
one case you want competition and
in the other case you do not want
competition.

Shri Lakshmipat Singhania: We
have never suggested that Govern-
ment should not take up this. Our
suggestion is confined to the life in-
surance., We say that the Life Insur-
ance Corporation should not do other
business. The Life Insurance Corpo-
ration should not do textile business
or cement business.

Shri Feroze Gandhi: I thought you

were referring to the general insur-
ance.

Shri Lakshmipat Singhania: As far
as general insurance is concerned, if
you feel that general insurance is to
be nationslised or that general in-
surance is to be run by the State by
having a State Corporation, it can do
it. But why combine life insurance
with general insurance?

Shri M. C. Shah: But suppose there
is something inherited. Instead of
disposing them of, why should we not
develop them?

Shri Lakshmipat Singhania: My
submission is this, General insurance
is a very ticklish business and it will
have repercussion in other flelds.
There is the question of acquiring

reciprocation as well as the treaty
obligations. General insurance is
not like life insurance. Secondly,

unless and until you are having a
corporation and all that for general

insurance, you should not undertake
this,

Shri M. C, Shah: The general in-
surance contracts are only for one
year. Suppose we have inherited
some companies—we have inherited
three subsidiaries. Why should we
not work those three subsidiaries?
Are there any special reasons for your
suggesting our not taking them?

Shri Lakshmipat 'Singhania: The
special reasong are: the general busi-
ness is itself in the nature of a busi-



(Shri Lakshmipat Singhania]

ness which hag all these difficulties
and if you are going to run this busi-
ness as a subsidiary to the life busi-
ness it will not be appropriate. My
submission is that the Government
should not run those three subsidiary
companies. If the Government wish-
es to run them, then my submission
is that they should form a separate
corporation which has nothing to do
with this corporation.

Shri T. N. Singh: Probably there is
some misapprehension or fear in the
minds of the witnesses that the tak-
ing over of the general insurance of
these three subsidiafy companies is
a preliminary to the taking over of
the general insurance in future, I
think that is the lurking fear. Do you
want an assurance on that point?

Shri Lakshmipat Singhania: The
point is there is no question of fear.
If Government wishes to nationalise
anything they can do it at any time.
I do not think it is a question of
fear, It is a question of administra-
tion. It is a question of running this
efficiently, Therefore, in the first
place, they should not take over this
business. In case Government wishes
to run it then there should be a sepa-
rate body and not the very same
body.

Shri S, K. Patil: You have sugges-
ted that these three subsidiaries
should be disposed of. That is your
view, if I am not mistaken. Should
those life companies, if they want to
run independently, be allowed to do
so as other composite companies are
running them?

Shri Lakshmipat Singhania: Which
life company? There is no life com-
pany.

Shri S. K. Patil: Suppose there is
an offer to run it in that manner. It
ls only a question of three companies.

Shri Lakshmipat Singhania: They
:an be given to those who were run-
ning them or they may be disposed
{ in any manner Government may

ink fit.

Shri 8. K. Patll: This is the thin
of the wedge. These two things
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are quite separate—one regarding
life and the other regarding general
business, Your suggestion is that if
general insurance is taken then there
should be another corporation.

Chairman: You want to restrict the
power of Government in issuing
directions.

Shri Lakshmipat Singhania: We
have suggested that the less directives
are issued through the body the better
it will be.

Chairman: The directives will be
issued by the Government and Gov-
ernment would not like to issue
directives unnecessarily. The power
has got to be with it, Why should it
be restricted?

Shri Lakshmipat Singhania: If you
are going to have a corporation, as it
is constituted, it will be dominated
by the Government. In that case,
why restrict their powers also?

Chairman: There will be certain
demarcation, specification of the do-
main of the corporation, Naturally,
Government would not like to come
in the way. But there may be cer-
tain .natters of national importance.
There may be some cases in which
it may be necessary for the Govern-
ment to issue directives.

Shri Lakshmipat Singhania: That
Government can always do.

Chairman: Why not allow the
powers to remain with the Govern-
ment?

Shri Lakshmipat Singhania: If you
allow that power, it will always be
used.

Chairman: The Government cannot
lightly do it. It is not like any de-
partment. It is left with the Govern-
ment, If there is any occasion to
issue a directive, it will issue it.

Shri Lakshmipat Singhania: We
feel: let this body feel that they are
depending wupon themselves. Let
them not refer back any questions
to you of that nature where they can



themselves take action. Let them
not think: we will consult Govern-
ment before we do so, Then it will
work in the departmental manner. In
important cases, of course, the power
to issue directives is always there.

Shri M. C, Shah: About the subsi-
diaries I would like to ask one ques-
tion. The Government have not
nationalised general insurance busi-
ness, Now, won’t you like Govern-
ment to gain some experience by
running these subsidiaries in general
insurance business as it is complex
and complicated? Government may
obtain some experience slowly and
slowly about general insurance. Don't
you think that is good?

Shri Lakshmipat Singhania: As I
have suggested already, it is not a
question of my liking. It is a ques-
tion of Government liking. If the
Government likes to run it, my sub-
mission is this: run it as a separate
corporation; don’t mix ®“with the Life
Insurance Corposmtion.

Shri M. C. Shah: You have no ob-

s

jection to Governmen ling ex-
perience? -
Shri Lakshmipat :  After

all, what is the value of my objec-
tion? . e

Shri M. C. Shah: You represent the
Federation.

Shri Matthen: I want to ask some
questions about general insurance.

Chairman: We have already discus-
sed that. Now we are on the ques-
tion of the power of issuing direct-
ives by the Government,

Snri Feroze Gandhi: I have some
questions on whether the corporation
should do other business.

Chairman: That is finished. With
regard to the power of issue of direc-
tives he says there should be com-
plete autonomy for the corporation and
there should not be any fear in the
minds of the corporation that the
Government would be interfering in
their work.

Shri Feroze Gandhi: Mr. Singhania
was not right about the independence
of the State Corporation. No matter
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how independent it is, it cannot be
more independent than the Parlia-
ment, Parliament will have to func-
tion and it should be under the con-
trol of Parliament. There is no get-
ting away from that. ‘Therefore,
what he is suggesting cannot be done.
as long as Parliament has got overall
power to discuss and do what it likes.
This corporation is going to be formed
as a result of an enactment by Par-
liament and Parliament has the right
to discuss the work of that corpora-
tion. Parliament will not be inter-
fering with its day-to-day work. It
is not the business of Parliament.

Shri Lakshmipat Singhania: I never
suggested that Parliament should not
have any control.

Shri Feroze Gandhi: That inter
alia means there has got to be a link
between Parliament and the Corpora-
tion. That link is the Ministry.

Chairman: There is another side
to the picture. Government will not
lightly interfere or issue directives
and the corporation, once it is declar-
ed an autonomous corporation, natu-
rally will have full autonomy to
carry on its work.

8hri Feroze Gandhi: Absolutely,

Chairman: And whether it is Gov-
ernment or even thig Parliament, they
will not interfere very lightly. It will
do so only when it is absolutely cal-
led for. So I was only suggesting
that it will not be necessary to object
to the power to the Government to
issue directives, I ‘want you to re-
consider the matter.

Shri Feroze Gandhi: It cannot be
done even if you want to do it.

Shri Lakshmipat Singhania: We
never said that Government should
not have powers,

Chairman: It must be only in this
or that. You want to satisfy one or
two things. So, only the Government
can issue the directive. I was saying
that the Government may do it only
in very exceptional circumstances,
only in one or two instances. But that



[Chairman]

reserve power has got to be there in
view of what Mr. Gandhi has said.

Shri Lakshmipat Singhania: I ap-
preciate fully what Mr, Gandhi has
said. After all the overall power
should remain with the Government
and the Parliament. That is not op-
posed. Our point of view was that
the day-to-day work of the corpora-
tion should not be subject to restric-
tions from Government. That is the
cnly thing.

Shri Raghavachari: In that connec-
tion I may submit this: the whole
point or view or aspect of criticism
about restricting the powers of Gov-
ernment, volition to apply or not to
apply any part of the Insurance Act
is based on this. What the law has
provided is this: that no part of it
applies, but if at any time it has to
be applied, the Government has the
right to do so, The objection is that
there should be certain items of that
Act which must be made applicable
and the rest may be left open. That
is the whole thing.

Shri Lakshmipat Singhania: That
is our object.

Shri T, N. Singh: I want to know
one thing. Clause 18, to which objec-
tion has been taken, lays down that
“in matters of policy involving pub-
lic interest”. Only in that limited
context can the Government invoke
the power. Is it contended, as the
Memorandum says, that it would be
unbusinesslike for Government to in-
tervene when the public interest is
prejudiced? You say that clauses 18
and 6(3) are not compatible because
it will be unbusinesslike to vest Gov-
ernment with powens to intervene
where public interest suffers. Is that
vour contention? That is the conten-
tion according to the memorandum
unless it has got some hidden mean-
ing.

Shri Lakshmipat Singhanfa: It has
no hidden meaning. Our contention
is only to restrict the power of the
Central Government. Where it is re-
quired in the public interest, how can
we ask to restrict it?
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Shri T. N. Singh: But clayse 18
does not say anything more than that,

Shri Lakshmipat Singhania: We
have drawn the contrast between
clause 18 and clause 6(3),

Shri T. N, Singh: Clause 18 says “to
a matter of policy involving public
interest”; not to any matter of admi-
nistration, So I fail to understand
the point made by such an august
body as the Federation of the Indian
Chamber of Commerce and Industry.

Chairman: I think he has already
admitted that some reserve powers
shall have to be there.

Shri T. N, Singh: Another point is:
they made a distinction between
general business and the other “any
other business”. I have one point to
know about it which is more of
clarification.

Supposing in the course of business,
we invested in certain concerns. For
some reason or other, that concern
gives us a difficult time and is unable
to pay back the money. Is it not un-
thinkable that the Corporation should
not have the right of closure and
taking possession of such a concern in
such a contingency? Should it be
more helpless than an ordinary in-
dividual? Taking over “any other
business” provides for a contingency
where the Corporation finds this
necessary.

Chairman: There is a distinction
between taking over and conducting.

Shri T. N. Singh: Even by closure
we do not close it altogether, but we
run it,

Shri S. K. Patil: You have stated
about this Government intervention—
the difference between clause 6 (3)
and clause 18 of the Bill, and you
have come to the conclusion that
under one clause, namely clause 6 (3)
it must be run as a business concern
and that under clause 18 Government
could issue directives in the larger
interests of the public etc. You find
that Government may go on issuing
such directives that the autonomous



character of the Corporation cannot
be maintained. Can you illustrate
one or two orders, if you have got, as
to what type of directives you expect
will impair the efficiency of the ad-
ministration?

Shri Lakshmipat Singhania: What
we had in mind was this. The word
public interest is very wide, Any-
thing can be in public interest. Even
the appointment of a Manager can be
in public interest. Therefore, my
submission is that it is very difficuit
to define the public interest.

Chairman: “The Corporation shall
be guided by such directions in mat-
ters of policy involving public inter-
est as the Central Government may
give to it”, Matters of policy are the
words used. It cannet be in the
matter” of appointment of a Manager
as you apprehend. '

Shri Lakshmipat Singhania: Our
object was not to restrict the power
of the Government. After all, no-
body can do it.

Chairman: I would like to know
with regard to the Insurance Act, will
it satisfy you if the Government just
clarifies the position as to what pro-
visions of that Act are going to be
applied—something like a further
clarification?

Shri Lakshmipat Singhania: The
point was that there are so many
other restrictions regarding expense
ratio, running of the business and so
on.

Chairman: That is the Government
position, They say that it shall be
applied with certain modifications be-
cause of the context.

Shri Lakshmipat Singhania: Those
points that do not apply to the share-
holders may be taken away and the
remaining parts can be applied. They
have been framed into a law which is
applicable to all insurance companies.

Chairman: You want to know what
exactly will the modifications be like,
or what provisions will apply and
what will not apply?
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Shri Lakshmipat Singhania: If this
is made definite, it will be better,

Chairman: About the Insurance Act,
you want to know how much will be
modified?

Shri M. C. Shah: In clause 34 we
have said that Government will have
the power about the application of
the Insurance Act. You want it to be
positive that certain clauses of the
Act shall apply to this Corporation.
Is that what you mean to convey?

Shri Lakshmipat Singhania: Our
submission is that except those claus-
es of the Act which by forming this
Corporation automatically do not
apply, the remaining should apply.

Shri M, C. Shah: You want to have
a positive statement in clause 34 that
certain sections of this Insurance Act
will apply to this Corporation also.
By implication, those which do not
apply will be excluded.

Chairman: You will be satisfied {f
there is some clarification from the

Government with regard to the ap-
plication of the Insurance Act,
Shri Lakshmipat Singhania: Yes;

otherwise, it will be open for the
Government to apply any provision
they may like.

Shri S. K. Patil; Do you want this
to be expressly stated in’ the Bill it-
self?

Shri M. C. Shah: Suppose we say
that so many sections of that Insur-
ance Act will apply to the Corpora-
tion and residuary powers will apply
to the Government. The Government
may take time to come to a decision
whether a particular section will
apply or will not apply. Will that
do?

Shri Lakshmipat Singhania: The
less the flexibility for the Govern-
ment, the better.

Shri Sadhan Gupta: The section in
the Insurance Act relating to expense
ratio was introduced primarily with
a view to curb extravagant expendi-
ture indulged in by certain insurers



(Shri Sadhan Guptal

and to prevent the mis-application gt
money by limiting that to a certain
amount of expense. In the case of
the Government, those considerations
do not prevail, Therefore, will you
not agree that the expense ra‘tlo
limit should be revised on a scientific
basis?

Shri Lakshmipat Singhania: To be
upgraded or downgraded? The ques-
tion is this. In the case of individual
insurers, the size of the company was
taken into account for the expense
ratio. In the case of Government,
the expenses of the Corporation are
likely to be much less because such a
bigger body is going to function, all
in one. Therefore, our submission
was that if there will be no limit,
then probably in course of time the
cost of insurance will be very high
and expense ratio may keep on mount-
ing up. If there is to be any limit, it
should not be revised upward. That
is my submission.

Shri Sadhan Gupta: You are not in
a position to say whether scientifie
consideration will not do. We have
had experience that private insurers
who were otherwise financially very
sound, when they were approached
for certain remunerations to staff, in-
variably pleaded the expense ratio.
They said that the expense ratio pre-
vented them. Therefore, what you
mean to say is that the expense ratio
should not be fixed with such an
amount of rigidity that even though
the Corporation is otherwise able to
exceed it, it would not be able to do

so even for the purposes of beneflcial
measures,

Shri Lakshmipat Singhania: As far
as the expense ratio is concerned, our
submission is that it must be defined.
Otherwise it is going to lead to a
costly business for the policy-holder.
If Government could define that for
the private individuals, there is no
reason why Government cannot define
the calculated expense ratio which
should be lower, and not higher, for
the corporation. That is my submis-
sion, and 1 think that' if there is &
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limit, everyone will work within that
limit. If there is no limit, it will go
unchecked.

Pandit K. C. Sharma:
human capital which
portant.

Shri Lakshmipat Singhania: I agree
and I quite appreciate that human
capital is most important and that is

what the country requires at present.
It should be for the community,

Chairman: You have mentioned
about a National Insurance Council.

What will be its functions and what
will be its role?

It is the
is most im-

Shri Lakshmipat Singhania: Some-
thing of the same nature as you have
in several spheres to advise and guide
each zone and the Central Board.

7
‘Chalrman: What will the Corpora-
tion do then? The Corporation has
to guide and co-ordinate.,

Shri Lakshmipat Singhania: The
Corporation will consist of only a
very few members. Here you can
take others also.

Chairman: There will be other Ad-
visory Committees for
besides the Corporation,
have a third body.

Shri Lakshmipat Singhania: We
have suggested that apart from these

Zones, Advisory Councils or Committ-
ees could be given.

each zone,
You cannot

Chairman: So you want for the
Corporation a National Council to
advise and members of this Council
should be drawn from those who are
fully experienced in the business and

who are representative of the various
interests?

Shri T. N, Singh: I thought that
you wanted only the representatives
of policy-holders to be there. You
have said in your memorandum:

“The Committee recommend
that apart from these Zonal
Boards, a Central Advisory Coun-
cil (or a National Insurance
Council) on which the represen-



tatives of the policy-holders have
a place should be constituted to
advise the Executive Committee.
The representatives of policy-
holders on the council should be
elected by the policy-holders and
not nominated by the Govern-

ment.”

You have not stated who else should
have a place on this Central Advi-
sory Council. According to this, 1
thought that it is only the represen-
tatives of the policy-holders that you
want on the Advisory Council.

Shri Lakshmipat Singhania: Our
principle is not to have only the

policy-holders.

Shri M. C. Shah: The point is this.
The central Corporation will have 15
Directors. There will be four zones,
may be more. Each zone will have
associated with it an Advisory Coun-
cil for which the number has not yet
been fixed. They will be advising on
all day to-day-administration and all
these matters there. In the central
Corporation, these 15 Directors will
just formulate the policy on most im-
portant matters. Do you think that
over and above these, there should be
an all-India Advisory Council? Then
there will possibly be a paucity of
experts also, because most of them
will be on the central Corporation
and some on the zonal Advisory
Council—the zones may be four or
five or six or more. Then the Advi-
sory Councils will nhave abour i2 ex-
perts and I do not know how many
more expert people will be available
for an All-India Advisory Council.

Shri Lakshmipat Singhania: Our
idea is that the Board of Directors
will consist of people who will
execute the business whereas the Ad-
visory Council will be able to guide
and advise them,

Shri M. C. Shah: The central Cor-
poration will not do business at all.
The business will be done by these
four or more zonal set-ups, which as
I said in the beginning, will be more
or less autonomous in their day-to-day
administration. From the time a pro-
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posal is taken to the time payment of
the insured amount is made, all the
stages will be manned by these zonal
set-ups. They will also be assisted by
an Advisory Council which will con-
sist certainly also of the experts hav-
ing an expert knowledge of the in-
surance business, policy-holders’ re-
presentatives, employees’ representa-
tives and all these persons. Still, do
you want over and above all these, to
have an All-India Advisory Council
again. Why is that?

Shri Lakshmipat Singhanla: Our
object was only this, We want the
Advisory Council to take up all work
other than administration, like re-
search on better methods of insurance
and cover and so on,

Shri M, C. Shah: That might be
done by the central Corporation.

Chairman: There might be a
separate department of the Corpora-
tion to deal with such matters.

Shri Morarka: May I refer to page
7 of the memorandum which is about
clause 34? In the memorandum you
have stated:

“Clause 34 of the Bill stipulates
that the provisions of the Insur-
ance Act, 1938, shall not apply to
the Corporation except with such
conditions or modifications as
may be notified by the Central
Government. While the Com-
mittee would agree that some of
the provisions of the Insurance
Act such as the control of capital
structure or the control of invest-
ments or distribution of dividends
and bonuses will no doubt be
superfluous so far as the Corpora-
tion is concerned, there is no
reason why other provisions such
as Section 40 (b) relating to the
expense ratio should not continue
to applied to the Corporation.”

I want to know why they consider
that the control of investments by the
Corporation will be superfluous. I
want to understand why they con-
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[Shri Morarka)
sider that the control of investments

will be a superfluous thing. After
all, the policyholders continue to be
the same. The whole thing is done
in the interests of the policyholders
and to safeguard the interests of the
policyholders. Why does the Federa-
tion feel that the control of investa
ments shall be a superfluous thing

now?

Chairman: I think they consider it
a right of the corporation to lay down
the policy with regard to the invest-

ments.

Shri Merarka: My point is this, At
present, section 27 or 27A of the
Insurance Act, 1938 controls invest-
ments of the funds in a certain man-
ner. Clause 34 says that the provi-
sions of the Act do not apply to this
corporation. In other words, the cor-
poration will be at liberty to spend
it in whichever way it likes. The
Federation’s view is that it is mnot
necessary to control investments. In
other words, the control of invest-
ments, according to the Federation,
will be superfluous. I want to under-
stand how the control of the funds
will be superfluous when it was
thought necessary till the corporation
was formed or the insurance com-
panies were nationalised, What is
the difference between then and now?

Shri L. Singhania: There is a
material difference, That section of
the Act relates to the investment of
each individual whereas the policy
which the corporation is going to
fhake is going to be its own and quite
independent. We have not said that
those provisions shall not apply. What
we have tried to put before you is
that by virtue of clause 34 you are
going to keep that power wide in the
hands of the Central Government to
apply whatever provisions they wish
to_ apply. I may submit to the Hon.
Minister that those provisions must
be defined. What are those provisions
you are going to apply to this cor-
pox:atx?n? If you leave that clause as
it is in the Bill, it will be giving a
very wide power to the Government
and nobody knows what power the

Central Government is going to exer-
cise. Therefore, we wanted to make
it absolutely clear that it is in the best
interests of all to define those provi-
sions. For example, we have stated
in this memorandum that such and
such things may automatically go off
the corporation’s hands. Not for a
moment are we suggesting that there
should be no control at all on the

investments.

Shri M. C. Shah: Not that you want
to take away that section?

Shri L. Singhania: There is no in-
tention like that. It is only by way

of giving example.

Shri M. C. Shah: You have no in-
tention to drop section 277

Shri L, Singhania: As a matter of
fact, our pleading is that you should
retain the provision of the Insurance
Act.

Chairman: You have suggested a
tribunal for the settlement of claims.
Will it be absolutely necesary to have
such a tribunal?

Shri L. Singhania: You know that
the claim of paying of insurance
policy is the most important factor
and therefore there should be sofne
check and somewhere there should be
a place where a policyholder can go
and put forward his claim for early

settlement.

Chairman: Should there be a tri-
bunal for this?

Shri L. Singhanta: A tribunal or
some such body should be ther€.
Otherwise the policyholders will have
to accept the decision of the corpora-
tion. There will be somebody in-
dependent to whom policyholders

could go.

Chairman: Are you not satisfied
with the provisions for compensation
in the Bill?

Shri L. Singhania: With all respect,
I submit that the compensation pro-
vision which has been provfded in the
Bill is not fair,



Chairman: We are told that it is
very liberal.

Shri Lakshmipat Singhania: At least

I should be allowed to make this
submission.
Chairman: What is your idea of

compensation?

Shri Lakshmipat Singhania: My idea
of compensation is this: compensation
means giving something in lieu of the
business which you take over. Insur-
ance is an expanding business. In an
expanding business, more surplus will
come. It has been said in several
places and also by the Hon. Minister
of Finance that the trend of alloca-
tion between the policyholders and
shareholders was reduced. As the
funds of the company will get enlarg-
ed, naturally the trend of allocation
may be reduced. But here it is a
question of paying compensation on
the basis of the past for the future.
If these companies were left as they
were, then the quantum of amount
available to them will not be the
same as the quantum available to
them after some time,

This is one
point. Then, as far as the share
capital is concerned, as has been

agreed to by the Government also,
there is no ratio or relation between
it and the securing of the business as
far as life business is concerned. In
paragraphs 1 and 2 there is reference
to ten times or twenty times, etc.
whichever is greater. My submission
is that, first of all, quantum of com-
mensation is to be the value on the
basis of what one is going to lose and,
as you have seen yourself, any clause
of compensation which you provide
should be applicable to the majority
of cases. Here, you have found that
most of these companies go without
the application of that clause. The
total number of companies affected
under this compensation is as follows:

Out of 156 companies, only 11 life
companies come under the clause deal-
ing with twenty times. Similarly, four
composite companies come under that
paragraph.

60

Under the clause dealing with 10
times, omly 18 companies come. As
regards composite companies, 19 com-
panies come under this. On the whole,
out of 156 companies, only 52 com-
panies are affected, which means 2/3
of the companies go without the
application of paragraphs 1 and 2 of
the compensation part.

Now, I shall first deal with the over-
all picture. This compensation which
you are going to pay on the basis of
the surplus of the companies is unfair.
I, is very difficult to determine the
surplus of a company today because in
an expanding business it will increase.
The compensation scheme should be
such that we should enable every
company to get something according to
the work they have done. In a life
company, what is {he asset? The asset
is its organisation and man-power. 1t
is not rupees, annas and pies. Most of
the companies have not distributed
their surplus and they will have to
wait. Then, when there is a competi-
tion, for instance, when a particular
company is prepared to pay more
bonus, other companies have to come
forward to pay more and make more
sacrifices. Therefore, the future com-
pensation should be based on these
matters. After all, Government is
going to take over the business and
there is no reason to paralyse them in
that manner. Here you say about ten
times or twenty times whichever is
greater. To my mind this is very
funny. One who has brought more
capital for the safety of the policy-
holders is punished. Let me repeat
again that it has no relation to capital,
because compensation is based on the
valuation. If you take two companies,
both having Rs. 5 lakhs, one company
may be able to distribute a much high-
er surplus than the other, and now
that company is going to suffer by
having lesser compensation. The other
company with lesser surplus is benefit-

Chairman: That has been consider-
ed and a reply also has been given.

Shri Lakshmipat Singhania: But our
submission is that as far as capital is
concerned, the provision of ten times
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which has been proposed for those
companies which have brought more
capital is a penalty for bringing more
security for the policyholders.

Chairman: France took over certain
companies. What did they do? Is
there any precedent?

Pandit K. C. Sharma: Compared to
the zamindari abolition, you are going
to have a better deal.

Shri Lakshmipat Singhania: I will
not like to indulge myself at the
moment in what was the past and
what was not because I do not consi-
der we are discussing here that point.
But what I am trying to put before
you is that the measure of compensa-
tion is not fair and I want you to
kindly consider in these..

Shri M. C. Shah; May I draw your
attention to what has been provided
in paragraphs 1 and 2? But in the
preamble we have said “whichever is
more advantageous to the insurer”. If
20 times is more advantageous to the
insurer, then those shareholders can
opt for that. If ten times is more
advantageous, they can opt for that.

Chairman: The choice is  left
them.

Shri Lakshmipat Singhania: I have
understood it very clearly and my
submission is this that 10 times......

Shri M. C. Shah: I do not know what
is in the mind of the members of the
Select Committee. You speak of loss
in the future business. I do not know
whether it is acceptable. Apart from
that, with regard to surplus disclosed
in the last two actuarial valuations,
they have provided for two alferna-
tives. One is ten times plus the paid-
up capital, etc. Then we have provided
that wherever surplus distributed fis
less than 3 per cent.—suppose it is 1
or 2 per cent.—that will be taken as
3 per cent. There are very few com-
panies—possibly I can just give you
the number of companies—who have
given more than 4 or 5 per cent. We
have said that two actuarial valua-
tions will be the basis which will

to
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nearly give 6 years from 3lst Decem-
ber, 1954,

Shri Lakshmipat Singhania: There
are two points involved: one is the 20
times the annual average and fhe
other is the period.

Shri M. C. Shah: Just take the
period. You may say whatever you
have to say about the period.

Shri Lakshmipat Singhania: I have
already said about this and I am just
going to repeat it. First of all, on the
period, I will just say that this 31st
December 1954 is most unfair for the
reason......

Shri M. C. Shah: What do you sug-
gest?

Shri Lakshmipat Singhania: I am
coming to it. When you say {wWo
actuarial valuations before 1954, it
means some companies may have done
valuation in 1952-53, and the earlier
valuation may have been before 1950,
In the case of many companies the fitst

valuation may have been before 1350,

that means, during 1946—1950. The
1946—50 period was an abnormal
period when the rates of interest were
falling, when the salaries were en-
hanced and when the companies’ eco-
nomy had taken a different shape and
therefore, the surplus disclosed in that
veriod obviously is going to be the
minimum. Today, when you are tak-
ing up business in 1956 and giving
effect to the average which falls bet-
ween 1946—51, in my opinion, it is not
fair.

Shri M. C. Shah: You want
exclude the period before 19547

Shri Lakshmipat Singhania: That is
what we have submitted; that instead
of 1954, It should be 1955.

Shri M. C. Shah; 31st December
1055. I am just receding back to
that peripd from 1950-55 or............

Shri Lakshmipat Singhania: If you
you take three years, it is more than
sufficient. The Finance Minister has
announced that he is considering the
proposition of extending the period.
If you make the extended period from

{o

'1954 to 1955, it will be enough.



Shri M. C. Shah: There is also a
misundersianding. The Mnance Minis-
ter has not so clearly %aid that.

Shri Lakshmipat Singha#ia: He said
he is considering. My submission is
this that if you take the three years'
period, 1953, 1954, and 1955 and take
an average, that will be much better
than taking 1946—51 and 1951—55.

Shri M. C. Shah; Will that give the
correct average? As a matter of fact
there may be rather a gregqt impetus in
the insurance business in the year
1953-64. So will that give you the
correct average if you take only three
years?

Shri Lakshmipat Singhania: The
new business does not bring in more
profit. The new business in 1954
actually involved more expenses to the
insurance companies. It is only the
renewals that bring profit.

Shri M. C. Shah: That will come in
1956.

Shri Lakshmipat Singhania: All the
rentewals will not come in 1955,
because there will be a number of
lapses. Another thing you have to
consider is that in the pre-1947 period,
the business done was for the whole
of India Before partition, and after
partition the companies were operat-
ing in a smaller India.

Shri M. C. Shah; Therefore, if 1
understood you correctly—you may
correct me if I am wrong—we should
not take the period before 1950, Is
that what you want?

Shri Lakshmipat Singhanla: Yes.

Shri M. C. Bhah: Thereafter, from

1950 we must have any time between
1950 and 81st December 19565?

Shri Lakshmipat Singhania: Yes.

Shri M. C. Shah: The second plea is
that it ought to be 1953, 1954 and 1955
and you do not want 1950, 1951 and
1952. But two actuarial valuafions
ordinarily take 6 years.

Actuarial valuation is done after
three years. In some cases, it ma¥
have been done afteg & years. Ordl-
narily, the actuarial valuation is made
overy third year: one-third of the
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companies might have done in 1952 or
so; one-third might have done in 1953;
and another one-third might have
done in 1954. Therefore, if you take
the two past actuarial valuations as
has been mentioned in the Bill, there
might be injustice. That is what you
say. Therefore one thing is that the
period should be extended upto 31st
December 1955. I think I have under-
stood you correctly. The second point
is that we should not take the period
before 1950. Am I right?

Shri Lakshmipat Singhania: Yes.

Shri M. C. Shah: Then the third
point is instead of two attuarial valua-
tions which means ordinarily six yea?s,
you say it must be three years and
those three years must be the last
three years. That is. what you pre-
pose to put forward.

Shri T. N. Singh: I want to know
Your reactions on this: Assuming thar
the clause is just modified so ‘“that
instead of “whichever is more” we say
“whichever is less”; and supposing we
say that only the market value, what-
ever it is, of the shares at the ti:ne
when these companies were natfonalit
ed, should be paid, what will be your
reaction to that?

Shri Lakshmipat Singhania: Funda-
mentally, for shares of insurance com-
panies, there is no share market value.

Shri T. N. Singh: It may be ascer-
tained.

Shri Lakshmipat Singhania: "1ow tn
ascertain it is the main point. After
all, the example is before you that out
of 154 companies, only 52 companies
were distributing surpluses and 102
companics, that is two-thirds, were not.
distribu’ihg surpluses &nd therefore,
it is hard to ascertain the value of fhe
shares of those companies. It will also
mean that you do not want to pay any
compensation to 102 companies.

Shri T. N. Singh: That might also
bhe the idea.

Shri Lakshmipat Singhania: I am nct
fit to reply that question in that
language, but what I mean is this; If T5
not correct if you call it fair compen-
sation. It is not fair compensation.



Shri T. N. Singh: These are my
views; probably they are unknown, at
least to yourself.

Shri Lakshmipat Singhania: I am not
here to enquire into your views. I am
here only to submit my views befura
you. I am nobody to judge your views.
My views are that there should be fair
compensation and when you talk about
share capital, as the hon'’ble Mifhister
has said, it is a very important point.

Shri T. N. Singh: Fair to whom?
Fair to the tax-payers and the State
or fair tc the shareholders? There are
two aspects of the question. Sitting
here in Parliament, we have to be fair
to the State also. When you use the
word ‘fair’, it has to be used rather in
a wider context.

Shri Lakshmipat Singhania: The
State does not come into the picture.
The State does not pay a single pie. it
is the division between the policy-
holders and the shareholders.

Shri T. N. Singh: The State repre-
sents the interests of the policyholders.
As a representative of the policy-
kolders, it has got certain criteria for
fairness as you have got certain crite-
ria.

Shri Lakshmipat Singhania: It is the
question of fairness between the share-
hoiders &nd the policyholders. When
the State is nationalising a business if
they adopt something beyond ihe law
of the land, it is not fair according to
the law .s it exists.

Shri T. N. Singh; What about your
reaction to “whichever is less”?

Shri Lakshmipat Singhania: I{ is not
a question of being acceptable to
shareholders. It is a question of
poiicyholders. Let me put it broadly
in this language. When you natirnal-
ised Imperial Bank, it meant national-
isation of banking Insurance is more
or less like banking. That is public
saving and this is also public saving.
The Bank’s total funds were Rs. 250
crores which were mobilised by the
shareholders during the working of
the Imperial Bank. The compensa-
tion paid for this sum of Rs. 250
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crores from the State—not from the
chareholders, not from those credi-
tors—but from the State amounted to—

if T am not making a mistake—about
Rs. 17 crores to Rs. 18 crores. Here
a similar saving of Rs. 400 crores is
being mobilised and the compensation
paid from the State is nil. It is paid
from the policyholders’ surpluses and
those surpluses also amount fo about
Rs. 8 crores.

Shri M. C. Shah: They will be pay-
ing compensation to the shareholders,
to which they are entitled, Suppose
a shareholder today gets about 5 per
cent, he is only entitled to ask for a
capitalised sum which may give a
return of 5 per cent. That ig most
adequate and most fair.

Shri Lakshmipat Singhania: They
are only paying to 11 companies and
not to 152 companies,

Shri M. C. Shah: Suppose there are
assets and there are liabilities and
there are no surpluses. Suppose no
dividend has so far been declared to
the shareholders. How are the share-
holders entitled to anything? Still in
fairness we are giving them some-
thing. As a matter of fact, what they
will get is on this basis: Take some
two years’ average. What was the
yield on their share-holding? Suppose
it was about 5 per cent, then you say
what will be the capitalised sum
which will yield that much to them.
That will be most fair and adequate
compensation.

Shri Lakshmipat Singhania: I will
submit in this way. Suppose a com-
pany takes 25 years to declare the
first dividend. After 25 years, when
it started paying dividend, if it is being
taken over by Government, can the
Government come forward and say
that we are not going to pay anything,
because their share-holding did not
yield anything?

Shri M. C. Shah: Here what we do
is this: There is the average surplus;
&s you say, you do not take the period
before 1950 into account. You take
the period after 1950 and take two



actuarial valuations, which means 6
years. You see three years’' average
so far as the surplus is concerned
and so far as the dividends are con-
cerned whatever is declared to the
shareholders, we have provided for
that. We have also provided for
those companies which did not declare
any dividend and we have also taken
into consideration the assets and lia-
bilities. Suppose that company winds
up its business today, what will be
the position of the shareholders? The
shareholders will be entitled to get
whatever are the assets minus liabili-
ties,

Shri Lakshmipat Singhania: The
Life Insurance Companies, as I have
submitted, work on the long term
basis and the question of paying com-
pensation on the basis of winding up
will arise, because business is con-
ducted in the hope of making profits.

Shri M. C, Shah: A number of com-
panies have not made profits for a
number of years.

Shri Lakshmipat Singhania: They
cannot make profits. As I was sub-
mitting a little before, if you study
the history of insurance business in
India, you will realise that every
company has paid dividend after a
long time.

Shri M. C. Shah: Perhaps they were
not working efficiently.

Shri Lakshmipat Singhania: It is
not the criterion to decide. Any busi-
ness, especially insurance, cannot be
profitable in the beginning.

Shri M, C. Shah: You must give

credit to the Government that they
have thought about this also.
Shri Lakshmipat Singhania: On

that I cannot say. The only point I
wanted to make is about this 10 times
and 20 times compensation. This
means if you minus one type of com-
pany and see what the compensation
the other 150 companies are getting,
you will realise the unfairness in this
respect. The main factor is, if you
take No. 1 company, it has contribu-
ted 5 per cent—only about 5 of 20
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times—which you call surplus. If
you take some other company you
want to give only 10 times because
the capital is more and the company
has brought more than 51 per cent
of the capital. Therefore the com-
pensation should be given half and
they should be paid 10 times.

Shri M, C, Shah: Why do you omit
the 10 per cent of the paid-up capi-
tal?

Shri Lakshmipat Singhania: There-
fore, I am saying 49 per cent. 50 per
cent is the capital, For 50 per cent
capital it has been reduced from hun-
dred to 50, that is, from 20 to 10. The
only fault of the company is that it
has brought more capital to the share-
holders. If the company has brought
less than 50 per cent, then the com-
pany would have been entitled to
more.

Shri M. C. Shah: That
would have gone into
earlier.

Shri Lakshmipat Singhania: I can-
not foresee that. If that was the
case then these 152 companies would
not have existed.

Shri M. C. Shah:
how many cases it
insolvency.

Shri Lakshmipat Singhania: No. I
haven’t got the figures.

Shri M. C. Shah: Therefore, 1 did
not give the flgures.

Shri Lakshmipat Singhania: There
is no secret because they are pub-
lished in the Government book and
they are available. The entire re-
cords are published, But still those
companies could see their way for
making profits in the future.

Shri M. C, Shah: That turns out to
be this: you want compensation for
the loss after the business was taken
over whether there may be or may
not be loss.

Shri Lakshmipat Singhania: What
I was putting before you was the
difference between 20 times and 10
times. For instance, if they had not

company
liquidation

Just tell me in
has resulted in



[Shri Lakshmipat Singhania]
brought up more capital, their com-

pensation would have been much
more.

Chairman: What is your sugges-
tion?

Shri Lakshmipat Singhania: The
compensation should have nothing to
do with the capital.

Shri Sadhan Gupta: In your memo-
randum you have suggested that the
period prior to 1950 should not be
taken into account because of abnor-
mal circumstances as a result of par-
tition and secondly because of the
rise in the bank rate. Regarding
partition is it not a fact that business
contacts in Pakistan before partition
was not very considerable in propor-
tion to the business booked in India?

Shri Lakshmipat Singhania: Those
figures are available and I don’t
think the business was very small.
IThe business was, if not exactly pro-
[portionate, substantial.

Shri Feroze Gandhi:
the names.?

Shri Lakshmipat Singhania:
ot mention the names.

Shri Sadhan Gupta: Is it not a
act, particularly in West Pakistan
hich has been most affected by par-
ition that the business was not very
ignificant in the case of Indian com-
anies?

Shri Lakshmipat Singhania: It is a
uestion of figures and I think those
gures can be ascertained. I am not
a position at the moment to offer
ou the details of those figures,

Shri Feroze Gandhi: Mr. Singhania
as stated in the course of his state-
ent that the majority of the share-
olders belong to the middle classes.
ow does he propose to substantiate
e statement he has made?

May I know

I can-

Shri Lakshmipat Singhania: The
nly way to substantiate...

Shri Feroze Gandhi: You have
ade the statement. On what basis
ve you made the statement that
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the majority of the shareholders be-
long to the middle classes?

Shri Lakshmipat Singhania: We
have made the statement because we
know that a number of those com-
panies have been run by the middle
classes and out of 102 companies you
can name only about half a dozen
which you can attribute to the high-
er classes and the remaining are run
by middle classes,

Shri Feroze Gandhi: Have you got
any figures, facts or information to
substantiate this claim?

Shri Lakshmipat Singhania: I can
quote the instance of one of the top-
most—the Oriental. They have given
some of the figures in the memoran-
dum which has been submitted in
order to remove certain mistaken
notions regarding the share capital, I
will quote it:

363 Shareholders one share cash
226 —do— 2 to 5 shares each
53 —do— 6to 10 »
35 —do— 1II1to20
24 —do— 20 sharesad mo re
701

52 per cent of the shareholders

hold one share each.

Shri Feroze Gandhi: How have you
deduced that these people belong to
the middle classes and are widows
and orphans? When you make a
statement, you have to substantiate
that.

Shri Lakshmipat Singhania: We
did" not say that all belong to the
category of widows and orphans.

Shri Feroze Gandhi: You said “the
majority”.

Shri Lakshmipat Singhania: I said
that for the reason that the shares of
the banks and insurance companies
were considered to be completely
safe investment. Most of the invest-
ment belongs to those people who
could not invest much day in and
day out. After all it is very difficult
to find the difference.



Shri Feroze Gandhi: So I take it
that the statement that you made
cannot be substantiated.

Shri Lakshmipat Singhania: I do
not agree there.

Shrimati Sushama Sen: Have you
got any figures as to how many
widows and orphans have invested
their money in insurance?

Shri Lakshmipat Singhania: It is
very difficult to get figures about
that.

Shri Kamalnayan Bajaj: In insur-
ance companies when the investment
is made by the shareholders they look
to more to security of the money in-
vested. People who have more money
may go in for hazards, They may go
in for Tata Iron or more speculative
shares. But if somebody takes one
share he can also be a multi-millio-
naire. But a multi-millionaire will
not come unlesg in the course of the
transaction he comes to know and
owns a particular share. He will not
make any effort to own one particular
share, So you can conclude that it
may belong to more or less middle
classes or lower middle classes.

Shri Feroze Gandhi: But the multi-
millionaire also arriaves at a later
stage, )

Shri Kamalnayan Bajaj: Probably,
you have better information.

Shri M. C. Shah: You said just now
that we may have a series of valua-
tion between the years 1950 and
1955. You said that the years 1953,
1954 and 1955 should be taken. That
was the plea. I would like to know
one thing, During the period of six
years there were actuarial valuations
on specific dates between 1950 and
1955. There may be actuarial valua-
tion of some companies up to 31st
December 1955. Then what will be
the formula for three years or six
years?

Shri Lakshmipat Singhania: That
will not be difficult, for the reason
is this: If you take from 1952 to 1955,
then for two years you take a fresh
valuation at the time when you are
having the new corporation by look-

ing into the assets and liabilities.
That, in my opinfon, will not be diffi-
cult, Or you may straightway value.
Supposing the valuation is for 1954.
Then you can very well make a valu-
ation for 1955 by a quicker method of
adding all the premium receipts and
deducting all the claims. There is a
method which I have already discus-
sed, It will not create any difficulty.
1 will put forward a statement in
writing to you. If you take a three
years’ period, the two years are
covered by one of them and the one
year by the last valuation.

Shri M. C. Shah: .That means you
will have just to take the averages.

Shri Lakshmipat Singhania: I am
suggesting this average only for 1955.

Shri Nambiar: What is the entre-
preneur’s risk in the insurance busi-
ness for which you claim compensa-
tion?

Shri Lakshmipat Singhania: I have
only suggested that the compensa-
tion should be fair and justifiable
according to the assets and work that
the company has done.

Shri Nambiar: What was the rea-
s n?

Pandit K, C. Sharma: What is the
risk which you take with regard to
the investment in this business?

Shri Lakshmipat Singhania: The
risk is definitely there. Take, for in-
stance, an insurance contract which
was entered into in 1938 for a policy
for 20 years to come. The risk the
company had taken is that they had
promised to pay him after 20 years
a certain amount of money which
was arrived at on the basis of cer-
tain calculations and on the condi-
tions then existing. Now during that
period suppose the income of that
company has gone down due to cer-
tain circumstances which were be-
yond its control. At the same time,
the expenses have gone up, as this
has happened in 40 to 50 per cent of
the companies on account of the in-
crease in salary, labour legislation
and so on. Now in that case the
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company has to honour the contract
though the rate of premium he is
paying has no connection to the pre-
sent expense ratio, If there is a
short-fall in the funds then the share
capital must provide it. That is why
102 companies have not been able to
show profits. But you have been say-
ing that they were inefficient, they
were not doing anything and all that
sort of thing, But if you examine the
circumstances you will find during
those ten years how insurance busi-
ness has passed through a critical
period, It would be easy for any in-
surance company to incur losses be-
cause they have to take risks. There-
fore, they have become the victim of
those circumstances. Now they are
being accused that they are not do-
ing their work. They have been pas-
sing through a period when the cir-
cumstances were such that even if a
most prudent man had been working
those companies—many of them, I
believe were quite young and it Is
not that everybody was rotting in
the insurance company—he would
have found it difficult. Therefore,
they have not been able to show pro-
fits. It is not their fault.

Shri Nambiar: Can you give me an
instance in which the shareholders
had to bear the losses?

Shri Lakshmipat Singhania: The
instance is before you. 102 companies
have not been able to declare sur-
plus,

Shri Nambiar: Loss of capital, not
the bonus.

Shri pakshmlpat Singhania: Where
companies have gone into liquidation
there is loss of capital completely.

Why, for instance, were these 102
companies not able to declare sur-
plus? When there is a defleit the

capital is taken out of the shareholders.
I do not know from where else we
could pay that loss. My friend, the
Controller, will never allow those
funds to be touched.
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Shri Nambiar: Is it not the policy-
holder that suffers?

Shrl Lakshmipat Singhania: The
policyholder suffers, probably in one
per cent. In 99 cases he will not
suffer till the capital is exhausted
completely. The capital is first ex-
hausted. Capital ig the first security
and it is first exhausted. Then the
policyholder will suffer.

Shri T. N. Singh: In other words,
do you mean to say that the 102 com-
panies that had shown no surplus are
entitled to large amounts of compen-
sation than what is provided here?

Shri Lakshmipat Singhania: I was
not saying that. I was only replying
to the hon. Member. I have not sug-
gested any minimum. As a matter of
fact, I was explaining the reasons why
102 companies were not distributing
the surplus; because the reasons were
beyond their control.

Shri Feroze Gandhi: Can I have a
clarification? You said that 102
companies could not show any profit,
or whatever it is. Now, there are
cases of several insurance companies,
quite a large number, where the in-
vestment was wrongly made. You
referred to the high costs and various
other factors like labour legislation.
A greater part of the loss which these
insurance companies have incurred
was due to wrong investment of
funds. Now, I will give some illustra-
tion. I have a concern. I have an in-
surance company and I have another
concern. I put the money of this
insurance company into that concern
and that concern collapses or that
concern does not pay any dividend. I
purchase shares at a lower price and
sell them at a higher price. That has
been the curse of these 102 companies.
It is not the effect of labour legisla-
tion. It is not on account of this
happening or that happening. What
happened to the funds of the com-
pany? That is the main thing. Sup-
posing the funds of the company had
been misused by the proprietor by
some wiongful investments or by



deceptive investments, why should
we compensate for all their bungling?
The bungling was done entirely by
those people. What greater grounds
are there to ask for compensation
when all that is due to your - own
mismanagement and when the funds
have been misused?

Shri Lakshmipat Singhania: It is
not that. You may have more definite
and detailed figures of the losses of
these 102 companies. Unfortunately,
I am not in a position to....

Shri Feroze Gandhi: You had the
figure of Rs. 50 crores of companies
which went into liquidation: Why
do you say you don’t have the figures?
Your Federation must have the
figures?

Shri Lakshmipat Singhania: It is
very good of you to give that com-
pliment. The Federation is net col-
lecting figures of each individual com-
pany operating throughout India. The
Federation is not collecting data of the
day-to-day management and policies
of the companies. I do not think that
anybody can undertake this job. It
seems to be an impracticable job. If
it is presumed that these losses were
entirely due to the investments, 1
beg of you to suggest that it is not a
correct idea. The best plan is that it
ought to be enquired into by a
Tribunal.

Pandit K. C. Sharma: The question
is whether you have any information.

Shri Lakshmipat Singhania: That is
why we have suggested in our memo-
randum that these three points are
mainly responsible. These are the
most obvious points which have to be
borne in mind, instead of taking a
few instances.

Shri Feroze Gandhi: There are a
very large number of instances. I
would say that you may go into the
accounts of the Bharat Insurance Com-
pany. Can you say that a single pie of
compensation should be given to the
Bharat Insurance Company?

Shri Lakshmipat Singhania: I am
not mentioning about any particular
insurance company. What I am say-
ing is as far as I am concerned....
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Mr, Chairman: Let us not discuss
about individual companies. Let us
discuss about principles.

Shri Sadhan Gupta: The question of
compensation remains to be discussed.

Shri Feroze Gandhi: The cases of
these: insurance companies and invest-
ment of their funds should be gone
into, and if it is found that their posi-
tion has become what it is, due to
the misuse of funds, then it should
be taken into account when coming
to .a decision about compensation,

Pandit K. C. Sharma: Mr. Singhania,
you don’t want crimes to be paid for !

Shri Sadhan Gupta: Now, I am
going to the other elements in your

argument against taking 1950 and
peniods before that: There ig for
instance, the rise in the bank rate.

You will appreciate that the rise in
bank rate results not only in depre-
ciation in securities but also in in-
creased earnings for the insurer.

Shri Lakshmipat Singhania: I have

not verywell understood your ques-
tion,
Shri Sadhan Gupta: The insurer

gets a higher rate of interest on the
investments.

Shri Lakshmipat Singhania: If you
take the instance of 1950 when the
bank rate was increased and when
the Government policy was changed
from cheap money to dear money, the
securities which were quoting at 100
dropped to 80. This means Rs, 20
less for the insurance companies
which had taken it in their valuation
account all these years. The bank rate
may give a better yield in the future.
But many insurance companies have
lost very heavily according to that,
and a few insurance companies have
even lost 3 to 4 crores in one Yyear
only due to the drop in the price of
securities—Government securities.
Suppose there is half a percent rate
increase, that cannot be compensated.
That will be converted in course of
time. It cannot be done in a year,



Shri Sadhan Gupta: That is your
argument against these averages, that
the average is reduced by taking this
former period because in the country
in 1954 new business increased tre-
mendously and therefore that increase
is off-set by the lower average due
to abnormal conditions. Is it a fact
that the new business booked in 1954
does not reflect the real picture, be-
cause due to the reduction of premium
rates, most of this new business was
in the shape of fresh policies after the
old policies were paid up? Have you
got any figures to show this?

Shri Lakshmipat Singhania: Un-
fortunately, such figures cannot be
collected.

Shri Sadhan Gupta: You also stated
that many insurers adopted a strin-
gent valuation method in order to
create hidden reserves. Have you
any facts and figures to show that
insurers really adopted stringent
valuation methods?

Shri Lakshmipat Singhania: This is
in the Year Book. Suppose an insu-
rance company has been earning 3%
rate of interest and supposing they
value their future assets at 2}9, then
there is a hidden reserve. These
figures are all available in the Insu-
rance Year Book, and they will show
how much business they have, I may
say, re-done by cancelling the old
policies. All this will be available to-
gether with the lapse ratio.

Shri Sadhan Gupta: It may have
been paid-up.

Shri Lakshmipat Singhania: Paid-
up does not mean continued business.

Shri Sadhan Gupta: Is paid-up in-
cluded in the lapse ratio or in the re-
duction of amount of business in force?

Shri Lakshmipat Singhania: Busi-
ness in force will remain, but it will
not be recurring. It will definitely
indicate the lapse ratio. I believe
those figures could be collected. But
the 1954 figures will not be available
now. They will be available only in
1957. It takes three years to have
these lapses indicated.
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re

Shri Sadhan Gupta: You have also
argued for getting the paid-up capital
in addition to a compensation of 20
times the 7% of the shares. Your
argument is that the capital has no
relation to the amount of earnings of
a shareholder because in life insurance,
small capital may have a big earning
and big capital may have a small
earning in accordance with the cir-
cumstances. Would you not agree
that the compensation seeks to capi-
talise your future earnings from the
insurance companies, and as such you
cannot claim the paid-up capital or
the Dividend Equalisation Fund?

Shri Lakshmipat Singhania: Divi-
dend Equalisation Fund is entirely
different from the capital, The Divi-
dend Equalisation Fund is there be-
cause it is not a year-to-year busi-
ness for every life insurance company.
Here it is a periodical business. Sup-
posing you make a valuation, 74 per
cent is contributed to the shareholders.
The shareholders do not distribute
the surplus in one year. Therefore,
it is but logical that that surplus is
distributed in three years’ time at
the next valuation when the results
are known. Therefore, that money
is kept in the shareholders’ Fund.

Shri Sadhan Gupta: The Dividend
Equalisation Fund is to guarantee

against there being no surplus for
distribution in the future.

Shri Lakshmipat Singhania: Very
few companies will have that. This
is only earnings of the past. The

Dividend Equalisation Fund has no-
thing to do with the future earnings.
If there is no surplus and the company
continues distributing the dividend,
then the Dividend Equalisation Fund
can be utilised. Most of the com-
panies had to keep their funds for
three years for distributing till the
next surplus came out. This belongs
to the shareholders. As regards the
question of equating the share capital
against dividend, I will say that there
should be a fixed ratio and there
should be a standard. These com-
panies are having 5% of the capital
of the total compensation they are
going to have. In every company, it



should be 5%. It should be the same.
Why should you take away the extra
capital] from the companies?

Shri Sadhan Gupta: You say that
the average contemplated in the First
Schedule of the Bill—Part A, para-
graphs 1 and 2,—is a deceptive average
because of certain factors. Is it not
a fact that actuarial valuations are
made on the basis of future assump-
tions and surpluses are distributed on
the basis of valuation made on future
assets?

Shri Lakshmipat Singhania: Taking
certain assumptions into consideration.
In the past they may have earned
33% rate of interest, but they may
take 2% or 24% for the future for
taking a secret reserve.,

Is it not a fact that in the valua-
tions in 1953, the assumptions would
be incorrect and would be too favour-
able to the shareholders because of
the reduction of premium rates that
took place in 1954? For that purpose
they have the assumption of a certain
rate of premium but that premium
was reduced before the next valuation
took place....

Shri Lakshmipat Singhania: It is
for the new business and not for the
old business, because the old business
which wag in force will continue ‘on
the contractual obligation. Take for
instance 1940. There may have been
variation of premium rising by 1} per
cent. a dozen times.

Shri Sadhan Gupta: Regarding Part
‘C’, you have made a complaint about
granting a certain percentage to the
policyholder. Don’t you think that
since the policies of mutual companies
are being taken over, the payment of
all the policies are granted and as
the mutual companies hardly lose any-
thing they do not deserve any further
compensation?

Shri Lakshmipat Singhania: I most

humbly submit that I hold no
such view. If the company has
been mutualised and policy-
holders have sacrificed their

interests at that time, why sghould they
suffer? After all, mutualisation is a
kind of co-operative business and this
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means Government is going to treat
them on a different footing. Actually
speaking, mutual companies should
have got more compensation instead
of less. The question of their getting
lesser compensation does not come
under any equity. This is my submis-
sion.

Shri Nambiar: You are also a busi-
nessman and are having a leét of
workers. When a worker is retrench-
ed or compulsorily retired, what is
the compensation that you give him?
Because, he is also an earning mem-
ber. What is the rate of compensation
you used to give in such cases?

Shri Lakshmipat Singhania: 1t
aepends upon his capacity at the time
of retirement.

Shri Nambiar: Not anyhow 20 years'
salary?

Shri Lakshmipat Singhania: May
be more. It depends upon the type
of earning capacity of the man at
that time.

Shri Nambiar: Are you aware that
there is a feeling in certain sections
that the compensation already con-
templated is too much and that there
is some scope for reduction?

Shri Lakshmipat Singhania:
not know.

Shri Morarka: They say that so far
as compensation is concerned, there
should be a fresh valuation as on 31st
December, 1955. I was hearing some-
thing about the last three years’
average. It is on page 11 of your
memorandum. It says:—

“For these reasons the Com-
mittee consider it absolutely
essential that for purposes of com-
pensation, the surplus of the life
insurance companies should be
arrived at after a fresh valuation
of the assets and liabilities of all
life insurance companies as on
31st December 1955.”

Whether it is 8 per cent or 5 per
cent, is a different matter. Whether
it is 10 times or 20 times is also a
different matter. So far as the valua-
tion is concerned, they want a fresh
valuation as on 31st December 1053

I do



[Shri Morarka]

and there is no question of taking the
average . for the previous three years.

Shri Lakshmipat Singhania: The
jdea was that in the Bill it was pro-
vided that the valuation before the
1st January would be taken. There-
‘fore, we have suggested that the
valuation of the assets and liabilities
should be taken .upto 31st December
1955. Here, our main reason Wwas
only to bring up the period to Decem-
ber, 1955.

Shri Morarka: Still, it must be the
average of the last three years.

Shri Lakshmipat Singhania: That is
what we have submitted.

(Witnesses then withdrew.)

11, All India Federation of Life Insur-
ance Officers’ Association, New Delhi

Spokesmen:

(1) Shri G. 8. Agarwala
(2) Shri Mangaldass

(3) Shri P. K. Kunte
(4) Shri G. K. Roy

Chairman: Is there anything more
than what you have said in your
memorandum that you want to place
before the Committee?

Shri Agarwala: The All India Pede-
ration of Life Insurance Officers’
Association represents the cause of
the development staff—development
and field officers—and with a view to
safeguard their interests, this inemo-
randum has been submitted which is
already before you. But with a view
to explain some of the important
points, that is, the part that the de-
velopment staff has played in the
building up of this business in India,
I would like to place before you......

Pandit K. C. Sharma: Do you want
any additional clauses in the Bill to
encourage or help your interest?

Shri Agarwala: I am placing this
point before you because it is relevant
to point No. 1 that has been put in
the memorandum. That is why with
Your permission, I want......

Chairman: You have said that there
should be some representation given
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to development and field officers.
What are the development officers?

Shri Agarwala: Development offi-
cers consist of organisers, inspectors,
branch managers and development
executives,

Chairman:
cers?

Shri Agarwala: Field officers are
those who are exclusively assigned
the fleld work. Actually, fleld officers
are dealing with the procuration and
servicing of New Business.

Chairman: What about fleld staff?

Shri Agarwala: Field staff is more
or less the same. Development execu-
tives are those who have to deal with
development problems relating to the
procurement of business and adminis-
tration of the branch.

Who are the fleld offi-

Chairman: Do you want representa-
tion on the executive committee also
on the basis of interest?

Shri Agarwala: We do not want
any representative of the Federation
but we would submit that if one or
more of the officials of the corporation
are those who have worked them-
selves as agents, inspectors and
branch managers,* their practical
experience in the field will be very
much advantageous in the day-to-day
policy decisions of the corporation.

Chairman: I am not referring to the
corporation. I am referring to the
executive committee which is a small
body. Supposing we agree that so-
and-so’s interest shall be represented,
then there will be other interests too,
naturally. Supposing it is going to
be a combination of several interests,
it may not be a body of flve and so
it may cease to be an executive com-
mittee. It may be something else. So,
do you still insist......

Shri Agarwala: Our submission is
that one of the members of the exe-
cutive committee of flve—or it may
be more—must have practical know-
ledge of the fleld work. We do not
say that he should be a representative
of the Federation but we say that he
must have practical knowledge of the
field, who himself has worked......



somebody
Is that so?

Chairman: You want
who hag field experience,

Shri Agarwala: Field experience
may have a different meaning. For
instance, a manager who may not
have worked in the fleld may have
knowledge about fleld work while
dealing with field officers. My Fede-
ration submits that an officer who has
himself worked as such should be
there.

Chairman: What is the membership
of the Federation?

‘Shri Agarwala: This is a Federation
where we have about 200 members,
locally and direct, and about five
associations have already affiliated
with our Federation. One is the Bom-
bay Association which has a member-
ship of 400; one is the Meerut Asso-
ciation of over 100 strength and one
is at Moradabad. There are five
associations from the south and the
north, and there are about five or six
associations which have applied for
affiliation. In all, our membership
exceeds 1000—

Chairman: Whom do you represent?
What category?

Shri Agarwala:
staft of all types.

Shri Nambiar:;
gory?

Shri Agarwala: Even an Inspector
who is working in the field is named
us development officer. He may not
be holding an office as such, but yet
he is known as development officer.

Shri Nambiar: This
€amiliar.

The salaried field

Is it officers’ cate-

name is not

Shri Agarwala: There were a num-
ber of associations earlier under this
name. There was the Meerut asso-
ciation and there were clubs like this.
But this Federation has come into
existence after the nationalisation of
the insurance business.

Chairman: 1t is of recent origin?

Shri Agarwala: But the associa-
Yons which are affiliateq with it are
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old, because at that time there were
a number of units working and......

Shri Roy: There wag a good number
of associations throughout India of
the standing. These associations after
the promulgation of the Ordinance
thought that there should be one
headquarters in Delhi. And as such
re,uested the association of Delhi to
convert itself into a Federation so
that this Federation ig in a position
to co.lect the view-points of different
associations situated in different parts
of India which can be placed before
the Select Committee or the Govern-
ment, The objects of this Federation
are mainly two points. One is to help
the Government to do this colossal
job of integration if called for.
Secondly to safeguard the interests of
field workers or field officers, whoever
may be.

Chairman: Have you any views to
offer with regard to the corporation,
whether there should be one corpora-
tion or more?

Shri G. S. Agarwala: We have given
a thought to this and we feel that
there is no point in having many cor-
porations. There is a provision for
four zones and therefore a central
body like one corporation would be
better.

Chairman; Have you any idea with
regard to the process of integration?
Should it be territorial or should it
be according to companies?

Shri G. S. Agarwala: If it is a mono-
poly business, it must be one unit.
How best it can be done is a very
difficult point to deal with in such a
short time. We feel that the servic-
ing of the existing business is as
important as the procuration of busi-
ness; otherwise, there will be lot of
difficulties in building up the develop-
ment force for achieving the targets
that the Government have before
them, that is, raising the per capita
insurance from Rs. 25 to Rs. 200.

Chairman: There has been a sug-
gestion that there should be some



[Chairman]
competition and therefore,
should be several corporations.

Shri C. P. Matthen: You appreciate
the necessity of having the element
of competition in the working of
the insurance business. Some Mem-
bers are afraid that the corporation
will become static if there is no com-
petition,

shri G. S. Agarwala; We feel that
if proper incentive is given to the
development staff and the responsi-
bilities and duties are clearly assign-
ed to each official, there is no need
for competition.

Pandit K. C. Sharma: You mean the
division of duties and responsibilities
to each man in different zones?

Shri G. S. Agarwala: If the duties
and responsibilities are divided and
fairly adjusted for each official con-
cerned, there should not be any diffi-
culty in achieving the targets when it
is a monopoly.

there

Chairman: If you have any more
points, you can mention them.

Shri G. S. Agarwala: Regarding
point 3 in the Memorandum which is
about rationalisation, it is a very
difficult problem because now a num-
ber of units have been functioning in
this country with various scales of
pay, with various types of working.
The primary concern of the Federa-
tion is that the development staff
which has been responsible for build-
ing up this business—it is not an easy
job to keep them happy and satisfied
—should be reasonably satisfied. The
biggest difficulty in thig respect is that
about 40 to 50 per cent of the total
remuneration is found in the shape of
various types of allowances, and that
was the convention of the insurers.
The basic salary of an individual
represents only 50 to 60 per cent of
the total remuneration. In the mono-
poly corporation, the Federation feels
that there should be fixation on the
basis of the total remuneration. If a
man has been getting a particular
remuneration anq has been justifying
himself from the economic point of
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view, it is the submission of the Fede-
ration that due consideration should
be given to the total remuneration
drawn by him while rationalising the
scales of pay.

Chairman: In what way?

Shri G. S. Agarwala: That if a man.
has been justifying his total remune-
ration and has been working economi-
cally for a number of years, he has
to be considered “not on the basis of

the basic salary that he has been
given, but on the total remunera-
tion......

Chairman: I think this is a matter
of detail which may be left to tha
Corporation.

Shri G, S. Agarwala: It is only for
that purpose we have submitted that
there should be either an advisory
committee consisting of 5 Members....

Pandit K. C. Sharma: You want an
institution like the Income-tax Investi-
gation Commission.

Shri G. S. Agarwala: It is not
investigation. It may be any body.

Pandit K, C. Sharma: You want
that a committee something like the
Income-tax Investigation Commission,
should be appointed to' examjne each
case in consultation with the Public
Service Commission as to what a
particular man should get on the
basis of the remuneration he was
getting from the company, and also
for recruitment. Therefore, there
should be a body which will examine
present cases and the future recruite
ments in consultation with the Public
Service Commission. Is that so?

Shri G. S. Agarwala: That is what
the Federation wants, either at the
level ot the Public Service Commis-
sion or any advisory body in the
Corporation itself.

Pandit K. C. Sharma: You want a
specialised body to examine these
cases?



Shri G. S. Agarwala: So that there
may be the least dissatisfaction in the

field force.

Then point No. 5 is about the postal
life insurance which caters for the
Government servants and some Gov-
.ernment bodies. Now the view-point
.of the Government is the socialistic
pattern of society and in that case, in
.course of time, probably in the next
five years, most of the industries may
.come under the public sector. In that
.case, it will be ap indirect competi-
tion with the Corporation’s business
-and that will present a lot of difficulty
to the Corporation’s field force. There-
fore, it is our submission that if for
any technical reasons the postal life
insurance cannot be taken over by
the Corporation, the facilities that are
.extended to postal life insurance must
be standardised, so that there is
absolutely no element of competition
and the Corporation’s field-man is not
put to any disadvantage. That ig our
submission.

Chairman: What is the disadvan-
tage for the Corporation’s man?

Shri G. S. Agarwala: If a Govern-
ment servant takes out a policy with
the postal life insurance, he has the
facility of getting the premiums
deducted at source. That is an
attraction. Therefore, the salesman
who sells a policy of the Corporation
to a Government servant is at a dis-
advantage.

For instance, there is quite a good
business in Delhi from Government
servants and if the industries are
nationalised, the employees of those
industries shall also become eligible
to insure their lives with postal life
insurance, In the case of defence
officers, they are required to pay extra
premium for hazardous occupation;
and this extra premium is paid by the
Ministry of Defence, for the benefit of
their employees only, to the postal
life insurance. If that facility is not
extended to the Corporation, naturally
the Corporation’s employees shall be
at a disadvantage in underwriting
business in the same area.
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Shri T. N. Singh: In other words,
the postal life insurance means that
there is no commission to be pajd to
the fleld workers. You want that this
should come under the Corporation
so that the commission could be given
to the field worker?

Shri G. S. Agarwala: This is the
‘echnical difficulty we have referred
to.

Chairman: Supposing the whole
thing is put down on the basis of
postal life insurance?

Shri G. 8. Agarwala: The postal life
insurance caters only to a certain
class of people, If that is the type of
organisation that is going to be set
up in the Corporation......

Chairman: If it is more effective,
that can be done.

Shri G. 8. Agarwala: That will
present a lot of problems. After all, it
is the development officers that are
responsible for bringing the life
insurance to its present level and you
will certainly not like to throw those
people out.

Chairman: We can utilise them for
other purposes,

Shri G. S. Agarwala: At least, the
experience they have.

Chairman: I can't say anything.
The Corporation has first to build
itself before making further schemes.

Shri G. S. Agarwala: We only want
that the premium rates should be
standardised and the method of work-
ing between the postal life insurance
and the corporation must be stand-
ardised.

Shri T, N. Singh: Supposing a pro-
posal is made that those who want to
insure with the Corporation without
an agent, would not have to pay any
commijssion to anybody with the
result that they should be entitled to
a lower premium rate. In that case,
it will create more complexity than
the solution that you have.

Shri G. 8. Agarwala: It is their
legitimate claim, but if you are satis-



[Shri G. S. Agarwala]

fled that without them the develop-
ment can be achieved......

Shri T. N. Singh: I only wanted to
know whether you have any objection
to such a proposal.

Shri G. 8§ Agarwala: 1 can't say

anything, because the progress as
shown by not writing business
through the agency force is before
you. \

Chairman: Is there any other point?

Shri G. S. Agarwala: I would like to
take point No. 8. It is the submission
of the Federation that while dealing
with the plans and making rules, the
representative of the Federation may
be invited in an advisory capacity so
that the experience of the Federation's
representative may be availed of in
the formation of the Corporation,

Chairman: And then?

Shri G. 8. Agarwala: We have also
prepared an effective plan, of course,
for the Northern zone.

Chairman: You can send that on to
us.

Shri G. S. Agarwala:
copy of it.

Chairman: You can pass that on.

Shri G. S. Agarwala: Under clause
10, sub-sections 1 and 2, it is provided
that if the terms offered by the Cor-
poration do not suit a particular
employee, he may be paid three
months’ salary.

Chairman: That has been discussed.

Shri G. S. Agarwala: The point is
that the conditions before nationalisa-
tion were quite different from what
they are to-day. Normally a perma-
nent man in a good company doing
good work is never asked to go. This
was the usual convention.

Pandit K. C. Sharma: You mean the
termination was unusual.

Shri G. S. Agarwala: Termination
of the services of a permanent man
is unusual in good companies. After

I have got a
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all, a man who would have put in 16
or 15 years of service in a particular
profession and today if you ask him to.
go, he loses hig profession. Therefore,
It is the submission of the Federa-
tion that adequate  compensation
should be paid which we suggest
should be at least one month’s salary-
for each year’s service put in the:
professions, so that he may be able:
to rehabilitate himself.

Chairman: So many associations

have said that.

(Witnesses then withdrew.)

IOL All India Insurance Employees’™
Association, Calcutta

Spokesmen:
(1) Shri Rajni Patel
(2) Shri Chandrasekhar Bose.
(3) Shri M. R. Paranjpe
Chairman: You represent the All—

India Insurance Employees’ Associa-
tion?

Shri Rajni Patel; Yes.

Chairman: Are there any points

which you have not mentioneqg in:
your Memorandum and which you
want to mention here.

Shri Rajni Patel: There are one or:
two points, especially the one about
compensation which we have omitted
to mention. Our respectful sugges-
tion regarding compensation #s that
the basis for compensation should
not be as stated in the First Schedule,
Parts A and B. In respect of com-
pensation what we are suggesting is:
this that the compensation should be
either the purchase price of the share-
or the market value of the share as
on 18th January, 1956.

Shri T. N. Singh: Whichever ¥ less.

Shri Rajni Patel: Yes, that is our:
submission, We are stating this here,.
because in our Memorandum it has
been omitted.

Secondly, .‘with regard to Chief"
Agents, we would respectfully sug-



gest that—of course it is for their
‘Tepresentative to deal with their
problem—the Chief Agents rmust go

4n the set-up of the Corporation. We
«do not say that they should be elimi-
nated as such.

‘Chairman: You want them to be
absorbed according to their capacity
-and qualifications.

Shri Rajni Patel: That is so. Cer-
tainly their valuable experience could
‘be utilised.

Chairman: They are going to be
represdnted by their own associa-
tion.

Shri Rajni Patel: The rest of the
points we have mentioned in our
memorandum.

Shri Sadhan Gupta: You have
‘'suggested that the shareholders

should be paid the purchase price or
the market value, whichever is less,
That is perfectly all right for com-
panies the shares of which are quoted
in the market. But in certain cases
the shares are not quoted in the
‘market. In most cases, I take it,
their shares are not quoted in the
market. In that case would Yyou
agree to compensation being paid on
the face value of the share?

Shri Rajni Patel: The position is
this. Really speaking, we want to be
equitable to the smaller shareholder
‘'who has not cornered the so-called
major holding in a company. We
‘should not be unfair to him because
‘we do recognise that a large number

-of them are of the middle class
investing public whose wealth is
small and whose numerical number

is quite large. In cases where there
are no quotations in the market we
feel that purchase price would be the
proper criterion.

Shri Feroze Gandhi:
purchase price ascertainable?

Is the

Chairman: If possible, you can find
it out.

Shri Rajni Patel: That can be ascer-
tained.

-
Chairman: That is why there is the
formula.
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Shri Rajni Patel: In cases where
the purchase price can be ascertained
that should be calculated accordingly.
In cases where it is not ascertain-
able, it should be calculated on the
paid-up value.

Ag far as companies mentioned in
Part C of the First Schedule are con-
cerned, we accept the formula and
we think it is a commendable
formula—that is for companies with-
out any share capital.

Shri Nambiar: In your memoran-
dum you have suggasted that the
representatives of your association

should also be taken on the corpora-
tion. Is it not so?

Shri Rajni Patel: Yes.

Shri Nambiar: What should be the
number?

Shri Rajni Patel: As far as we can
see, the present provision in the
Corporation Bill provides for a cor-
poration in which the number of
members would be 15. For a cor.
poration of this type, which is handl-
ing this huge business, there must be
members from various sides. We
have suggested only three because
we could not suggest four—four
would be more than 25 per cent.
whereas three would be this side "of
25. Apart from other representa-
tives enumerated in our memoran-
dum, there should be three repre.-
sentatives of the employees. Our
idea in suggesting representation for
the association of three persons is
this. The employees are exiremely
anxious to see to it that these
nationalised industries are run
smoothly and that they will give their
full co-operation. They have also
got experience in the line. In the
case of my colleague Mr. Paranjpe,
he has got experience of more than 25
years in Oriental. Mr. Bose is from
Hindustan. Most of them have work-
ed in insurance companies for long
and would be of value in the running
of the industry. We have suggested
the representation of only three
because the total number envisaged is
15.



Shri Nambiar: Do you feel that
there is any necessity for any
retrenchment? Do you feel that if

there is any retrenchment, for what-
ever cause, they can be absorbed?

Shri Rajni Patel: That question can
only invite one answer. We respect-
fully submit that the very setting up
of the Select Committee is a progres-

sive step by the Government and
Parliament in the matter of the
nationalisation of the industry, Our

government, after having very care-
fully considered the prevailing mal-
practices for the last few years and
wastage of huge funds of the public,
came to the conclusion that, in the
interests of the country and the
policyholders and also for mobilising
the savings of the people—if I may
read the note of the Finance Minister
in the Statement of Objects and
Reasons—it # necessary that the life
sector of the industry should be
nationalised. Nationalisation, 1 (oke
it, is a progressive step and it is
envisaged in the every scheme of the
Bill that when this nationalisation
starts, the huge potential that is
available in life insurance which has
not gone to our rural areas should be
tapped and tapped properly. If that
is done, I take it that retrenchment
would not only be unnecessary but,
the Association certainly hopes,
through its co-operation, the business
of life insurance will expand in such
a manner as to absorb many of our
unfortunate brethren who are emerg-
ing from our colleges and schools
and who are still unemployed. There-
fore, we do not envisage unemploy-
ment as a result of nationalisation.
‘On the other hand, we envisage the
absorption of new personnel.

Shri Nambiar: With regard to the
scales of pay, I find from your memo-
randum that the scales of pay that
are prevalent among your staff at
present are higher than the Central
Pay Commission rates. If your pay
'scales are to be standardised at the
rates of the Central Pay Commission,
I think you will lose a lot. Or do you
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want standardisation on the basis of
your status quo?

Shri Rajni Patel: We very humbly
and respectfully submit to the mem-
bers of the Select Committee that
there should be no comparison what-
soever between Government em-
ployees and the employees
mercial concerns like insurance com-
panies. I take it that when our
Parliament and our Government
decided to nationalise insurance they
also have decided to run it
not only on commercial lines
but on sound commercial lines.
If that is done, then certainly there
may be such great potentialities and
the business would be run on such
sounder commercial lines that there
cannot be any sort of retrogression

from the scales of pay and conditions

of service that are being offered to
the employees of some of the
major companies. But we hope by
eliminating wastage and other things,
by economising in various ways and
by bringing more business in the man-
ner that the Bill envisages, which we
have mentioned in our memorandum,
it would be possible, while ensuring
the maximum of service to the policy-
holders, to raise the level of the
employees in the industry who serve
in the smaller companies who now
have no scales of pay at all.

(Witnesses then withdrew.)

IV. Insurance Club, Patna
Spokesman:

Shri B. Sahay.

(Witness was called in and he took
his seat.)

Chairman: What is the
ship of your Club?

Shri B. Sahay: 150 members.

Chairman: Besides what you have
stated in your memorandum, have you
to say anything?

Shri B. Sahay: As far as agents,
special agents, chief agents, inspectors
and branch managers are concerned,
all of them may be allowed to conti-
nue. About agents, we want that old

member-

of com-



agents with more than four years
service should be retained. As for the
new agents to be appointed, the same

salary and same commission may be

offered.

Chairman: Are these not matters of
detail which the Corporation will
'have ¢~ decide? There will be people
there who will be going into these
various questions and they wil! decide
as to what should be done. Qo far as
the Bill is concerned, is lhere any
specific suggestion?

Shri B. Sahay: About salaried
people, if they are not allctwed to
work, they should be given six months’
pay as commission and gratuity for
each year of service,

About chief agents, they should be
continued. If they could nut be conti-

nued on the same tferms, iet them
work in the villages pecause you re-
qujre people in the villages and, as
you know, the chief agents are hard-
working people.

Chairman: But they are mostly in
the urban areas.

Shri B. Sahay: If they arc not re-
tained, they should get compensation
for the unexpired period.

Then the chief agents have got
their employees, as employees of the
different offices. They are more
experienced people. Even if the
agents are removed, those empioyees
should be retained on the same terms
if they have qualifications and
experience.

(The Committeg then adjourned)

'
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1. Overseas and Inland .Insurers’ Em-
ployees Association, Calcutta.

Spokemen:
(1) Shri B. Maitra
(2) Shri N, K. Das
(3) Shri T. Bose

(Witnesses were called in and they
took their seats)

Chairman: Mr, Maitra, Mr. Das and
Mr. Bose, you represent the Overseas
and inland Insurers’ Employees As-
sociation, Calcutta. You have sent a
memorandum and that has been cir-
culated amaongst the members of this
Select Committee. Have you any other
points to make?

Shri Maitra: I have a few special
points to make. Apart from the
special points we have already men-
tioned, we wish to speak particularly
on the points relating to clauses 16,
17, 18 and 20. Section 16 of the Bill
speaks about the central office of the
Corporation. It does not say where
the office of the Corporation will be
located,

Chairman: You mean that the place
has not been specified in the Bill?

Shri Maitra: We suggest that the
office of the Corporation be situated
at that place, where, on the ‘appoint-
ed day’, the business on the existing
companies books be the largest. We
want that should be the ecriterion.

Chairman: This is a good point, So,
you would not like it to be left to the
Government to decide?

Shri Maitra: We think this should
be the criterion.

Chairman: Supposing we say that
the Government will decide according
to the various factors, of which this
may be one. Will that be all right?

Shri Maitra: That should be the
guiding factor.

Shri M. C. Shah: What will be the
advantages?

Shri Maitra: Because the largest
number of policy-holders will be
there.

Shri 8, K. Patil: Probably on that
day only!

Chairman: Looking to the past,
they want that the place wherever
there was the largest business should
become the headquarters of the Cor-
poration., They want this to be the
deciding factor, I say that it may be
taken as one of the factors.

Shri V. B. Gandhi: Some day the
emphasis may shift. Would you then
want the headquarters to be shifted?

Chairman: That is their opinion.
What is the next point?

Shri Maitra: Sub-clause 3 of clause
16 does not speak with regard to the
autonomy of the zonal offices.

Chairman: What do you really want
to suggest?

Shri Maitra: We wish to say that in
under-writing and all day-to-day
work these zonal offices should be
entirely autonomous.

Chairman: Would you like that to
be specified in the Bill itself?

Shri Maitra: It should be specified.

Chairman: Should we not leave it
to the Corporation to decide and
demarcate between the various zones
within the Corporation?

Shri Maitra: Particularly with re-
gard to the day-to-day work, for ins-
tance, under-writing, grant of loans,
surrender of policies, paid-up pol-
cies, revivals, claims etc. should be
entirely left to the zones,

Shri M. C. Shah: Do you want afl

]tshese particularg to be specified in the
i11?



Chairman: Would you not like it to
be left to the rule-making powers?

Shri Maitra: We would like it to be
included in the Act itself.

Chairman: You want complete de-
marcation as between the Corporation
and the zones and as between the
zones and the divisions and so on.

Shri Maitra: Then, sub-section 2 of
Section 17 provides for the appoint-
ment of a Managing Director of the
Corporation. You will remember that
the Insurance Act, 1938 while speak-
ing about the appointment of the
Controller of Insurance stipulated for
some academic qualifications of the
Controller of Insurance. We suggest
that this Managing Director of the
Corporation should be a person pos-
sessing these technical qualifications.

Chairman: You mean the qualifica-
tions should be the same as those laid
down for the Controller of Insurance
without any change? Practical ex-
perience without academic qualifica-
tions will not do? Is that what you
mean to say?

Shri Maitra: Yes.

Chairman: Supposing there is a
successful businessman who has done
the work and he hag experience of 10
to 15 years, Will that not do?

Shri Maitra: He may be put in one
of the zonal offices; but the Managing
Director who is supposed to deal with
principles and policy of the corpora-
tion and not the day-to-day work of
the offices should be one who is aware
of the principles involved,

Chairman: What is
point?

your next

Shri Maitra: Clause 18 stipulatES
that the Corporation will be guided
by the directions of the Central Gov-
ernment. We are of the opinion that
many criticisms have already been
made with regard to the inefficiency
of Government enterprise. Now, we
suggest that this clause 18 which ap-
parently contradicts sub-clause (3) of
clause 68 be deleted altogether.
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Shri M. C. Shah: You want the
clause itself to be deleted?

Shri Maitra: Yes, because it milita-
tes against sub-clause (3) of clause 6.
Sub-clause (3) of clause 6 says that
the Corporation should be carried on
as a commercial enterprise, When
you stipulate that the Corporation
should be guided by the directions of
the Central Government, the Central
Government is not supposed to do
any commercial enterprise, and that
being so, their directions may com-
plicate matters and it would simply
give rise to static conditions

Chairman: You must be aware that
there is something like a parliament-
ary government in this country and
the monies voted by Parliament have
got to be under the direct control of
Parliament, Parliament can any day
raise questions of policy and may
desire its will to be obeyed, There-
fore, the Parliament can act only
through the executive. The sovereign
authority of the Parliament would be
exercised through the Government,
and there is no other machinery.
Would you not like the Government
to possess the power which is neces-
sary to carry out the will of the
Parliament? Is that the idea?

Shri Malitra: Parliament is enacting
this law, and if the Parliament is not
satisfled with the work which the
people whom they have chosen to
carry on have done, they can certain-
ly in another session repeal some of
its provisions but not at the very
start.. .

Chairman: It is not merely legisla-
tion, it is also administration. There
might be certain national interests
concerned with regard to carrying on
the day-to-day administration. Even
there, there may be certain matters
in which the Parliament may desire
that a certain thing should be done.
That will be done and the will of the
Parliament may have to be obeyed
through some directives issued by
Government, So, it may be necessary
to reserve the authority of the Parlia-
ment and of the Government to issue



directives, Directives can be issued
only off and on in exceptional circum-
4stances, not as a day-to-day routine.
So, I do not think you object to the
reserve powers of Government as
such?

Shri Maitra: But these two clauses
apparently contradict each other.
Clause 18 is so very comprehensive
that it might intrude into the day-to-
day business of the Corporation itself.
This clause is so very comprehensive.
If you want to keep some control, it
should be in a very restricted manner.

Chairman: Would you like it to be
restricted? You mean that you want
as little interference as possible in
the working of the Corporation?

Shri Maitra: I have dealt with the
clauses up to 18. 1 wish to speak
about clauses 20, 23, 24, 27, 34 and 35.
Sub-clause (2) of clause 20 confers on
the Corporation the right of transfer-
ring an employee from one place to
another., Of course, while we agree
that such a power should be with the
Corporation, nevertheless, the em-
ployee should also be permitted to
represent his difficulties, if any, and
due consideration should be given to
them,

Chairman: The authority should be
exercised with discretion, That is
what you mean?

Shri C. P, Matthen: This clause does
not say that they cannot represent.
What prevents an employee from re-
presenting?

Shri Maitra: He has no chance of
disobeying the orders.

Chairman: These are small points.
This has nothing to do with this Bill.
Whether a man should be transferred
or not or what should be the jurisdic-
tion wihin which he can be traasferr-
ed are not points for the Bill. We
can make regulations. This Select
Committee need not go into them.

Shri Malitra: Clause 23 of the Bill
speaks about valuations at intervals
of two years, Prior to the 1950 In-
surance Act, valuations generally used
to be made at intervals of five years,
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that is, quinquennially., After the
1950 Act, this was made triennial.
The Bill suggests that this should be
made biennial. We would suggest
that this may be made annual. By
making the valuation annual, the
chances of paying interim bonuses
will be eliminated and the confidence
of the people in the Corporation
enterprise will also be created.

Chairman: What is your next point?

Shri Maitra: Clause 24 of the Bill
speaks about the utilisation of the
surplus. It does not refer to the
separation of the funds. There are
foreign insurergs who maintain non-
participating and participating funds
distinctly and separately, and the
valuations are made accordingly. The
general practice was to allow 9097 of
the surplus of the “with-profit” funds
to the policy-holders and 109/ al-
lowed as reserves and shareholders’
profit and so on, The entire surplus
arising out of the non-participating
funds used to be given to the share-
holders, This Bill says that the entire
fund, both with and without profits
be mixed together and the surplus
arising out of the two funds taken
together will be distributed to the
policy-holders. ‘“With-profit” policy-
holders pay an extra premium in
order to participate in the profits of
the enterprise. What we suggest is
that it would be equitable to group
together the “with-profit’ policies and
the “without-profit” policies separate-
ly, and some portion of the profit
arising out of them with profit fund
after paying to the policy-holders
may be allowed to the workers in the
fleld as well as in the office and the
entire profit out of the non-participa-
ting fund be distributed to the work-
ers in the office and the field.

‘Chairman: Next point.

Shri Maitra: Clause 27—of course,
we may be wrong in interpreting the
provisions, but it leads us to think
that the Government will allow the
foreign insurers to take away their
assets which will be considered as in
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excess of their actuarial liabilities—
it lays down that the Central Gov-
ernment may direct the Corporation
about the repatriation of assets of the
foreign insurers. The fact that the
assets are more than their liabilities
will not necessarily imply that the
foreign insurers brought this amount
from their own countries. From our
experience we know that large
amounts are there already which are
far in excess of their actuarial lia-
bilities. These funds have accrued in
various ways. Firstly, they have
accrued by their transferring the un-
claimed amounts of the claims to
their profit and loss account. This
gave them a very large amount. Now,
they also transfer amounts of com-
missions payable to the agents who
died. On the death of the agents, no
commissions are payable. That amount
also goes to the profit and loss ac-
count, Thus, by the death of agents
or their discontinuance of agency, the
amount goes to the profit and loss
account. Foreign insurers wused to
stipulate that Rs. 250/- will be the
minimum amount for a policy to
qualify itself for being made a paid-
up policy. When a person defaults
and the policy has not acquired that
minimum value of Rs. 250/-, the policy
is treated as surrendered in the books
of the insurer although no payment
is actually made to the policy-holder.

Chairman: What is the suggestion?

Shri Maitra: What I mean is this:
One has unclaimed claims and com-
missions and there are similar other
tit-bits which all go to make this ex-
cess amount. These are, really speak-
ing, trading profits of all these
years—over half a8 century or even
more—they have been trading in our
country. Now that the Government
will be paying a sufficient amount of

compensation for taking up their

business, this amount which is really
speaking the amount of profits, should
not be returned to them.

Chairman: All of them?

Shri Maitra: Yes, unless they can
give us positive proof that this amount
was actually transferred from their
respective countries. I may also add
that the mere fact that the assets are
in excesg of their liabilities should
not be taken as a positive proof.

Shri Matthen: Do you want this
principle to be applied in respect of
all foreign companies, namely, the pro-
fits made in India should not be taken
back.

Shri Maitra: Now we are paying
them compensation and already pro-
fits have been distributed to the share-
holders.

Shri T. N. Singh: How do you define
the expression “assets brought to
India”?

Shri Maitra: As I have said the
operative clause—in the next sub-
clause—leads us to believe fthat.
Maybe, we are entirely wrong in our
interpretation. What I would like to
impress upon you is that by the mere
fact that the assets are in excess of the
liabilities it should not be concluded
that these amounts were brought from
the country of origin of the insurer.

Chairman: Do you want all those
profits to be confiscated?

Shri Maltra: Yes, because we are
paying them compensation.

Chairman: That means, they have
nothing to do with their profits.

Shri Malitra; Profits have already

been transferred,

Sub-clause (3) of clause 27 pro-
vides for the actuarial reserves of the
foreign currency policy to be trans-
ferred from this country to ihe other
country. The present practice is this:
When a particular policyholder inti-
mates to the company that he is retir-
ing from this country permanently to
take up permanent residence in som¢



other country of which ne is a domi-
clled citizen the reserve value is trans.
ferred to the company of his place of
origin to enable that company to issue
a fresh policy. This is perfectly in
consonance with the Foreign Exchange
Regulations Act. The Foreign Ex-
change Regulations Act is not being
altered, and that being so, the corpora-
tion will also be able to transfer the
reserve value of such policieg as and
when needed. Therefore, why should
we at all transfer these actuarial re-
serves en bloc to the detriment of the
interests of the policyholders that
are to remain here? These foreign
national policyholders are not in any
way put to any adverse condition by
our nationalising the business, where-
as by transferring it en bloc, there will
be a fall in the premium income which
would adversely affect the policyhol-
der of our country. If you will
kindly see sub-clause (k) of clause
39 (2) of the Bill, you will find that it
provides for differential bonuses. That
means in a closed fund the policy-
holders will be allowed bonus on the
fund that will remain. That being so,
the policyholders who are to remain
in such companies books will be adver-
sely atfected and the question of ex-
pense ratio may also come in. There
will consequently be a precipitate fall
in the premium and that will have its
reflection on the bonuses. So, there
is no reason why these foreign cur-
rency policies should be transferred
en block, I do not say that in indivi.
dual cases it should not be done,
because it will have to be done. But
why in all cases?

Chairman: What is your next point?

Shri Maitra: Clause 34 of the Bill
virtually repeals the Insurance Act,
1938 so far as life insurance is con-
cerned. Our submission in this regard
is this: The Insurance Act 1838 which
came into operation sometime in Octo-
ber, 1939, ran about 18- years and has
had about ten amendments. We have
gathered experience about this indus-
try and the Act gives a reflection
about it. So, without going to the

extent of nullifying the entire enact-
ment, we can certainly adopt certain
provisions mutatis mutandis in this
Act itself. We have certaln sections
which we suggest should be included
in this present enactment. They are
sections 27, 27A, 28, 29, 30, 31A, 31B,
38, 39, 41, 42 and 44.

OChairman: Should they be applied
as they are?

S8hri Maitra: They can be incorporat-
ed with necessary changes because they
have to fit in properly.

Now what I have to say is about
clause 35 (b). Section 2E of the In-
surance Act says that those insurers
who have ceased writing new life
business in this country should not be
brought into the arena of the Insu-
rance Act. Those insurers do not make
deposits, they do not flle returns and
they have no obligation whatsoever.
But they have still in their books a
large number of policyholders. We
contend that section 2E of the Insu-
rance Act was a lacuna and the pre-
sent Bill should amend this in such
a way that those policyholders who are
already in the books of those insurers
should also be brought within the pur-
view of this Act. When the Govern-
ment guarantee is there in the present
Bill, why sheuld a small group of
policyholders be deprived of this
guarantee from the Government? Not
only that. As regards the funds whicnh
these insurance companies still hold,
there is no restriction for the transfer
of these amounts to their own coun-
tries. There, to a certain extent,
these policyholders are helpless.
Therefore, we suggest that this lacuna
should be rectified.

Chairman: Anything etc.

Shri Maitra: With regard to clause
10 I have dealt with it in my memo-
randum and I do not think I should
repeat it again. With regard to clause
4, I suggest that some provision should
be made by which the workers in the
corporation will get some quota.



(Witnesses then withdrew)

Ji. The Indian Imsurance Oempan-
‘ ies Association, Bombay.

Spokesmen:

(1) Shri A, D. Shroff.
(2) Shri R. M. Desai.
(3) shri B. K. Shah,
(4) Shri M. G. Mody.
(5) Shri T. K. Desal.
(6) Shri B. K. Setalvad.

III. The Indian Insurance .Companies
Association, Calcutta

Spokesmen:
(1) Shri D. Das Gupta.

(2) Shri B. K. Setalvad

(Witnesses were called in and they
took their seats)

Shri Feroze Gandhi: When was this
association formed?

Shri Shroff: In 1927.

Shri Feroze Gandhi: Has it been in
existence since then?

Shri Shroff: Yes, it has been in ex-
istence.

Shri Feroze Gandhi: Is it a register-
ed body?

Shri Shroff: It has been recognised
by Government and is known as the
Indian Insurance Companies Associa-
tion.

Shri Feroze Gandhi: Has this asso-
clation been at any time consulted by
Government?

Shri Shroff: Whenever any impor-
tant question has to be decided, this
Association hag always been consulted
by Government,

Chairman: When was the Calcutta
Association formed?

Shri Setalvad: In 1924,

Chairman: Have you any specific
pointg to make besides what you have
said in the memorandum?

Shri Setalvad: I have nothing spe-
cial,

Shrt Shroff; As you would have
noticed from our memorandum, we
are confining ourselves exclysively to
the question of compensatiun But we
are certainly at your disposal if you
want to ascertain our views on any
other matter contained in the Bill.

Chairman: It is stated here that in
fairness to the shareholders the prevail-
ing percentage of allocation should
be accepted as normal and conclusive
in calculating compensation. What is
meant by prevailing percentage of
allocation? Would it not be prejudicial
to those who for some reason ray not
be able to make a higher percentage
of allocation?

Shri Shroff: As you may be aware,
before the Insurance Act wus smerded
in 1950 the general basis was 10 per
cent. of the surplug arrived at on the
basis of valuation which in those days
used to be once in flve yaars. This
means that 10 per cent. of the surpius
went to the shareholders. ‘'That Act
was amended in 1950. I am drawing
your attention to the fac! taav tne
draft Bill itself provided for the con-
tinuance of 10 per cent. In the Select
Committee, it was further considered
and then it was brought to 74 per cent,
Since then, excepting four cuinpa:ies,
all the life companies have allocated
7% per cent. of the surplus as the share
of the shareholders. So far ag our
information goes, it was four com-
panies. But in this matter, I want to
make one submission. It is not possi-
ble for any individual or even for the
association to compile any accurate
information. That can be supplied
only by the Controller. Byt subject
to such information as is awgilable to
us, it was only four,

Shri M. C. Shah: Are the members
of the Association confined only to
insurance companies?



Shri Shroff: We have got a member-
ship of 52 companies of whom com-
panies which also do life business—
composite companies—are members.
But companies which are exclusively
doing life business are not members
of fhis association.

Shri M., C. Shah: Is this Association
composed of only composite cumpa-
nies?

Shri Shroff: Both general and com-
posite.

Shri M. C. Shah: That means mem-
bership consists of both the general
companies and composite companies.
It is not exclusively general com-
panies.

Shri Shroff: That is right.

Shrl Sadhan Gupta: It appears that
the Association is an association ox
general insurers, and the composite
companies came in because they were
doing general insurance business, ana
the life Insurance concerns were ex-
cluded.

Shri Shroft: Only companies which
do exclusively life business are not
members,

Shri Nambiar: In their Memorun-
dum, the Indian Insurance Companies’
Association, Calcutta have said in the
first paragraph: “Our Association re-
presents lndian Insurers transacting
General Insurance business in the Cal-
cutta area including Composite Offices
transacting both life and General in-
surance business”. This shows crearly
that you are more concerned about
general insurance than about the life
insurance business.

Shri Feroze Gandhi: You may
tlarity the position.

Shri Shroff: Both the Associations in
Bombay and Calcutta are the Indian
Insurance Companies’  Association
having on their roll Members who are

doing only general business and also
those doing composite business, that
is to say, both geperal and life busi-
ness. Companies doing exclusively life
business are not Members of this
Associatfon. It will be appreciated
that companjes which are composite
companies are as much interested in
life insurance business as they are
interested in general business. As a
matter of fact, in some cases, the com-
posite companies are more interested
in life business than they are in
general business.

Shri T. N. Singh: Out of 52 com-
panies which are your Members, how
many are composite companies?

Shri Shroff: So far as the Bombay
Association is concerned, out of 52
companies who are Members, there
are 30 composite companies who do
both general and life business.

Shri Setalvad: Out of 50 Members
in the Calcutta Association, 36 are
composite companies doing life busi-
ness.

Chairman: You can explain your

point on the percentage of allocation.

Shri Shroff: Before 1950, the general-
ly accepted percentage was 10, al-
though it is true that there were two
or three companies, perhaps, who were
charging less than that as a share to
be appropriated from the surplus for
the shareholders. After the amend-
ment of the Insurance Act in 1950, the
maximum permissible under the law
was 74 per cent. and as I mentioned
earlier, excepting three or four com-
panies, according to the information
available to us, others continued to
appropriate 74 per cent. out of the
surplus as share to the shareholders.

Shri Sadhan Gupta: Isn't it a fact
that the biggest companies usually
kept their allocation to shareholders
well under 7% per cent? Oriental ap-
propriated about 3'4 per cent. and
Hindustan Co-operative appropriated
under 73 per cent.—I forget the actual



figures. I have not got the figures for
New India. Would that not show that
it was considered fair to allocate that
much to shareholders?

" Shri Shroff: I am not in a position
to correct this information, or confirm
or contradict it.

Shri Feroze Gandhi: Would you
please give the position of New India?

Shri Shroff: I may be allowed to
amplify my point. It is suggested that
there were some big companies which
were charging less than 7§ per cent.
This information was certainly with
Government and Parliament when the
Act was amended in 1950 and with
full knowledge of the fact that there
were a few companies which were
charging less than 73 per cent., the
generality of the conditions was taken
into account and the Parliament with
full knowledge of the fact that three
or four companies were charging less
than 73 per cent. still considered that
7% per cent. was a fair appropriation
for the shareholders.

Shri Sadhan Gupta: Isn’t it a fact
that Parliament was only putting in a
ceiling on the allocation and as a
matter of fact several companies
thought it fair to keep the allocation
much below the ceiling?

Shri Feroze Gandhi: That is why I
want you to give us the percentage
which New India gave. Would you be
In a position to give that?

Shri Shioff: I would rather talk on
a general basis than go into the cases
of individual companies, If any Mem-
ber wants information about any one
particular company, I am prepared to
submit it. So far as New India is
concerned, before 1953, valuations
were made on the basis of appropriat-
ing 10 per cent. of surplus for the
benefit of the shareholders. When the
Act was amendeqd in 1950 in all subse-
quent valuations—we have made only
one valuation in 1953—we have ap-

propriated only 7% per cent. for the
shareholders in 1953.

I submit that in view of the back-
ground that upto 1950 every company
was allowed to charge 10 per cent.
with the exception of a few companies
which did not-—may be three or four
companies—and the fact that Parlia-
ment after taking into consideration
the generality of the conditions pre-
valent in the life insurance business
in India, determined 73 per cent. as
the maximum, and in view further of
the fact that the Act was amended only
in 1950, the experience gained so far
has not been of a character to justify
disturbance in the ratio which was flx-
ed only five years ago. We would like
to understand what has happened in
between 1950 when the auestion was
thoroughly sifted by Parliament and
now to justify disturbance of the fixa-
tion of 7% per cent, as the appropriate
share of the chsreholders out of the
surplus.

Chairman: There were certain
companies which preferred, in spite of
the ceiling of 7} per cent, to appro-
priate something lesg than that, there
in may lie the explanation that you
seek.

Shri Shroff: I am prepared to con-:
cede one thing. If life insurance busi-
ness was allowed to develop as it
started developing in the last few
years and if further experience was
gained over a period of 10, 15 or 20
years when a certain trend would be
established—by trend I mean the
trend of new business which comes to
companies every year, the trend to
mortality - experience, the trend of
interest yields, the trend of expense
ratio—if all these were established
over a period of 10, 15 or 20 years, I
submit that that would be a situation
where we could review whether 74
per cent. as share of the shareholders
was a fair ratio or it could be revised,
but in the light of the fact that it was
revised only five years ago, sufficient
experience has not been gained to
justify a revision at this stage.



Chairman: It is stated that if
overseas Life Section is taken away
from composite companies, there will
be a crippling of their general insur-
ance as well and the companies will
be faced with the problem of costs.
How many Indian companies do
foreign business also?

Shri Shroff: If I may first deal with
the general question, it would cripple
the capacity of the companiegs doing
general business. Every composite
company doing both life and general
business had a pattern of its own
organisation and it is obvious that a
company which has different cate-
gories of business, sets up an organisa-
tion in such a way that it could
economise on all categories of busi-
ness. If, for instance, New India, had
a number of branches all over India,
in running its offices, it would have
one cashier, one accountant and one
secretary whose general functions
would be to supervise and attend to
this type of work for both the Depart-
ments, general and life. If now the
life business is taken away from the
composite companies, it would call for
an entirely new pattern of organisa-
tion and I am submitting that—al-
though it may be a problem for Gov-
ernment, I do recognise it must be an
enormous problem to integrate 152
companies all over India—I do want
to submit that Government knew the
terrific head-ache in reorganizing our
own patterns. There is difficulty even
in getting accommodation. We have
our offices in two rooms where we do
both life and general business If
these businesses are going to be
separated, we are going to be faced
with the problem of finding office
accommodation in a number of places.
This is only an illustration.

Shri M. C. Shah: What is your plea
therefor?

Shri Shroff: What I am saying is
this. The Chairman asked how it was
going to handicap the composite com-
panies by the separation of life busi-
ness. I am saying that it is bound to
incease the cost of running the gene-

ral business. That is
composite companies.

certain for

Chairman: I was going to ask you
first just to find out the information
about the number of companies who
do foreign business.

Shri Shroff: You mean general busi-
ness or life business?

Chairman: Both.

Shri Shroff: There are about 15 to
16 Indian companies; if you will par-
don my saying so, important com-
panies doing sizeable business; there
are about 15 or 16. These are doing
life business outside India. There are
about 7 or 8 companies who are doing
a considerable amount of general
business abroad. Separation of life
business from general business in
India itself is a problem.

Chairman: I would like to know,
if you can give me an idea, what is
the maximum percentage of foreign
life business to foreign composite
business.

Shri Shroff: From the figures so far
available to us, there is an outstanding
life business of about Rs. 80 crores
done by Indian companies outside
India. Rs. 80 crores of business are in
force. If you take an average of 5
per cent. as premium income, it is
about Rs. 4 crores to Rs. 44 crores,
that is, the annual premium that
Indian companies are making abroad
on the life insurance business.

Chairman: What will be the per-
centage to the total business?

Shri Shroff: It is very difficult to
compile. If I may be permitted to say,
so far as general business of the
Indian companies are concerned, they
are doing business which gives about:
Rs. 3% crores of premium, that is, from
business that they do outside India.

If you take the rough figure of
Rs. 1,200 crores of business in force in



India, including those of Indian com-
panies and foreign companies operat-
ing in India, this is the figure on 18th
January. Against this, Rs. 80 crores
Jf business has been done by Indian
companies abroad.

Chairman: From the Corporation’s
point of view, would it be advisable
ur feasible to deal with a number of
cuompanies even though some of them,
or a quite number of them, have only
ncgligible life business?

ohri Shroff: In India or abroad?
Chairman: Abroad.

Snri Shroff: It is entirely a matter
for Government to decide.

Chairman: What about your views?

Shri Shroff: I think it has taken a
lot of effort to do or establish our-
gselves in foreign countries. As you
may be aware, there are a number of
difficulties. The foreign government
has its own ideas of granting licences.
That government has its own restric-
tions and limitations about the invest-
ment of funds. There are tremendous
difficulties in getting trained person-
nel. If you ask for our views what

I would say is that Government
should examine the position of indivi-
dual companies, their record as to
what sort of progress they have made
abroad, what is their potential for
increasing life business abroad etec.
On the basis of these considerations it
is entirely for Government to decide,
if they ultimately decide to give its
foreign business to Indian companies,
to whom they should give, on what
basis they should give and on what
terms they should give. If I presume
to be in charge of this business in
Government I would proceed on these
lines. After all, in deciding this mat-
ter there must be certain principles on
which you have to proceed. As I have
enunciated certain principles, you may
look into the position of the indivi-
dual companies, their record of what
they have done abroad, of their capa-
city in India to sustain the business

etc. They have got to expand in
course of time.

Shri Matthen: With all the com-
panies that are working in foreign
countries would you prefer a new

company being formed, with others
also?

Shri Shroff: You may form a new
company. But you will be up against
a very serious fundamental difficulty.
The companies which are operating
today in Pakistan or Burma or South
Africa or Singapore have obtained
licences to operate. If a new company
is to be formed, that company will
have to apply to the various foreign
governments to get a new licence.
You may get a licence or you may
not get a licence. That is the funda-
mental difficulty. I am sure you
know as to what has happened to the
State Bank of India.

Shri Matthen: You have stated that
we have got about rupees 80 crores

.of business. Could you give us some

idea of the rate of progress for the
last five years?

Shri Shroff: The main progress that
insurance companies have been able
to make was during the last three or
four years when they have been able
to make considerable headway.

Shri Matthen: What is the rate of
progress? What is the percentage?

Shri Shroff: I am afraid I haven't
got the figures.

Shri Matthen: But you think it has
tremendous potenitial to expand.

Shri Shroff: We are convinced
about it. If I may refer to one
personal experience I was recently in
East Africa. There the Indian com-
panies are doing fairly substantial
business and my assessment of the
situation is this: East Africa today
offers a very substantial potential for
expanding our business there. We have,
for instance, 250,000 of our country-
men living in East Africa. Besides,



the East African lives have not yet
been insured on any organised basis
even by the giant British companies.
As a matter of fact, soon after my
return from East Africa I have been
studying the possibility of doing
pioneering work in the matter of life
insurance in East Africa which had
not yet been done and there are 20
million people there.

' Chairman: I would like to put for-
ward before the Committee the two
points on which you might elicit in-
formation— (1) their views with
regard to compensation and (2) their
views with regard to life insurance
work abroad. These are the two main
points on which they have submitted
their memorandum. I would like Mr.
Shroff to elaborate his point of view
on these two points so that the Mem-
bers may then ask questions.

Shri Shroff: Since I was on the
question of foreign business if you
allow me to complete it, then I shall
answer the questions.

As I said, during the last three or
four years Indian companies doing
business abroad have started making
headway. You will be interested to
know that even in a country like South
Africa where we as Indians suffer
enormous disabilities, for the last 20
years the companies have been operat-
ing there. We have not only been
operating there, but I would be able
to satisfy you that we have been able
to maintain our position vis-a-vis the
South African, British and foreign
companies. I am certain—and I am
speaking on behalf of the companies
which had experience of operating
there—that if those companies are
allowed the freedom to continue their
work abroad, in the course of the next
few years we would be able to obtain
for Indian companies a fairly substan-
tial position vis-a-vis the very big
British companies. Our experience in
recent years in the Far Eastern coun-
tries has been so encouraging although
that is not for life; that is for general
business. Then, in spite of very
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powerful competition, in a country
like Japan during the last four or five
years we have established a position
which is comparable to the position of
any well-established insurance com-
pany in the world. That is about the
foreign business.

Now I will come to compensation. I
have already dealt with the point of
a share of 74 per cent. going to the
shareholders. My basic plea before
you is this, and I find it was mention-
ed even by the hon. Finance Minister
in Parliament while introducing the
Bill and explaining some of the provi-
sions of the Bill, that the correct basis
for assessment of compensation is the
future earning capacity of the com-
panies which Government have decid-
ed to take over. That is what we in
technical terms call “surplus earning
capacity”. The surplus earning capa-
city of any life insurance company is
conditioned by three main factors.
The three main factors are: the
mortality rate for a period of years
and particularly during the period of
valuation. What I mean by that is
this. When we insure hundred lives
and when the claims arise we just try

_to see what is the percentage of claims

to the expected mortality. When we
assumed or when we determined the
premium rates we proceeded on cer-
tain assumptions in the light of previ-
ous experience which runs over many
decades of older and well-established
companies. We assume that out of
hundred lives, say, 40 or 45 claims will
arise. We also estimate that during
that period on the funds that we
accumulate we will earn a certain
rate of interest. We also assume that
there will be certain expense ratio,
that out of our earnings we will be
spending so much to run our business
and to service it. These are the three
main factors on which the surplus
earning capacity of a life company
can be assessed.

Our submission is this. The best
and the most equitable form of assess-
ing compensation for life companies
is to value the position of individual
companies on the date Government



decided to take over their business.
For the sake of convenience though
Government have decided to take over
the business from the 19th January
1956, the 31st December, 1955 might
be fixed as the date on which the
valuation of all companies should be
made. I have seen it suggested that
it will be an elaborate procedure and
it cannot be done. After all, over a
period of years, every company has
been making its valuation. Now, it
does not take more than four months
to prepare the valuation. I may also
suggest a machinery which would
facilitate the procedure. What I sug-
gest is that Government should call
upon these companies to prepare their
valuation as on the 31st December
1955. Government themselves should
appoint an expert committee of actua-
ries or whomsoever they like, who can
again go into those valuations and if
Government are satisfled, or subject
to such corrections as the Committee
of experts may suggest, this valuation
should be accepted and on the basis of
that compensation should be paid.

Chairman: That is'ox.'n;‘;uggestion.
s ll"‘
¥ Then we consider
Jail down in the
will not work out
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equitably—in e ;equitably—to all
the companies{ (hé formula proceeds
on the basis of taking an average of
the two last valuations. Unfortunate-
ly, in the case of a large number of
companies the period of this valuation
differs. There are a large number of
companies whose last valuation was
only in 1953 and there are other com-
panies whose valuation was in 1954.
I am sure you and members of the
Committee must have noticed that a
tremendous progress has been made
by life insurance companies in India
during 1953, 1954 and 1955. As a
matter of fact, we have established a
new trend in life business in this
country and we personally would be
terribly disappointed, whether it is
run by Government or by private
business, if that trend is discontinued
instead of it being reinforced in future
years. When we have established a
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new trend of increase in the life busi-
ness, it would be inequitable, I submit,
to value the business which you are
going to take over as on 31st Decem-
ber, 1955, on the basis of our valua-
tion of 1953 or 1954 and particularly
the average of the two. And the in-
equity is further enhanced by this: if
you take the average of the two valua-
tions, the first was triennial valuation
made under the Amending Act of 1950
and the past valuations were made for
quinquennium.

To illustrate, the business in force
on 31st December, 1955 only for Indian
companies—excluding foreign com-
panies operating in India—is estimat-
ed at Rs. 1,100 crores. If you take the
mean of the two past valuations—the
first one of five years and the second
one of three years—the mean is reduc-
ed to Rs. 690 crores. I would submit
for your consideration whether it is
equitable that you should take over
business which is estimated to be
Rs. 1,100 crores on 31st Decem-
ber, 195 and you give compensa-
tion to companies on the mean
business of the two previous valua-
tions, which is only Rs. 690 crores.
Taking the totality of these factors,
I submit for your consideration whe-
ther our plea is not correct and justi-
fied. Whereas we should be entitled
to get hundred per cent. from the
Government, by the very fact that
you are taking the mean of the past
two valuations, you are summarily
reducing our business from Rs. 1100
to Rs, 690 crores,

If you also implement the formula
given in the Schedule to the Bill that
instead of he practice of taking 737%
as the share of the shareholders it
will be summarily reduced to 5% then
in the ultimate analysis, whereas we
are entitled to 100 you are trying to
offer us only 35 I only submit
for your consideration whether this
is fair and equitable.

Chairman: More than pass marks!

Shri Shroff: When you are out to
take a business of this character, why
should you leave that feeling in us?



[Shri Shroff]

We do submit that we have made no
small contribution towards bringing
the life insurance business to the
existing position, and we submit that
we are handing over a very rich legacy

Chairman: Not to us!

Shri Shroff: When I say that I mean
to me and to you, both, because I
claim to be as much a part of the
country as you gentlemen here,

Shri T, N. Singh: Let us therefore

share it 50-50!

Chairman: Have you anything more
to add with regard to this point?

Shri Shroff: On the question of com-
pensation, I have tried to put it as
briefly as I could and those are the
main considerations. I am again
pleading that you will be taking 100
on the basis of the schedule but
actually offering 35,

Shri S. K. Patil: How does it come
to 357

Shri Shroff: If you like, I shall
recapitulate. I am afraid Shri Patil
was not here then.

Shri S. K. Patil: I was here and 1
was hearing you. From 1100 crores to
690 crores and from 7% per cent. to 5
per cent. will not make it 35 per cent.
It must be more than 40 per cent.

Shri Shroff: As I said, you are tak-
ing over Rs, 1100 crores of business
outstanding on the 381st December,
1955. On the basis of the formula
in the schedule you are offering
compensation on the mean business
of the two past valuations, which
works out to Rs. 690 crores.

Shri S. K. Patil: That works out to
about 63%.

Shri Shroff: Then you are saying
that instead of taking 73% which is
the share appropriated for the share-
holders, you will cut it down to 5%.
You are reducing that again by 33%.

Shri S. K. Patil: That would come
to 40%. 1 am merely contesting that
figure 35.

Shri Shroff: Then I was explaining
to you the three main factors which
determine the surplus earning capa-
city of the life companies, namely
mortality experience, interest yield
and the expense ratio. 1 venture to

point out that if waluations were
made for life companies as on the
31st December, 1855, you will see an
improvement on all these three fac-
tors. We have improved the interest
yield on our funds. Since our last
valuation, our mortality experience is
better and we are showing a much
larger margin of expense ratio..

Shri T. N, Singh: For mortality
rate, should the credit go to the
Health Minister or to you?

Chairman: Who will take the credit
for the lower mortality rate?

Shri Shroff: You can give the credit
to whomsoever you like,

Pandit K§
a thing as
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time in future, it. I
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tions you have im G

brought about this .

Pandit K, C, Sharma: There are
several factors. . The credit of the
Government is there. You cannot
improve your business without the
stability of the Government,

Shri Shroff: I claim also to be a
contributor.

Pandit K. C. Sharma: What is your
particular contribution?

Mr. Chairman: Have the represen-
tatives of the Association anything to
say with regard to these points or
about the life business abroad?

Shri Setalvad: We have nothing
else to say except that the general
companies who are doing life business
should be allowed to do life business.



Chairman: Have you anything
to say about the other points?

Shri Setalvad: No.

Shri T. N, Singh: I will take first
the question of compensation, You
have stated that formerly 10% of the
surplus wag available to the share-
holders for distribution. Latterly it
was reduced to 74%. May I know as to
when it was 10% and what was the
total available? After all, the num-
ber of share-holders must have been
the same. What was the total amount
available for distribution among the
shareholders then and what was the
amount when it was reduced to 734%?

Shri Shroff: Do you want it for all
companies? I am sorry I have mnot
got the figures for all the companies
with me. In general experience,
what would happen is this. At the
time we were providing 10% as the
share of the shareholders the 1850
Act was amended and since then it
wag 74% except in the case of three
or four companies. It is only when
business expands, and particularly
when business proves to be profitable
even at a lower ratie, ‘that the actual
quantum coming to the shareholders
is bound to increase.

Shri T. N. Singh: What is the quan-
tum? Is it more on the 73% basis
than on the 10% basis?

Shri Shroff: It varies with different
companies. Companies which have
substantial increase in their business
will have the quantum increased.

Shri T. N. Singh: Would you like
that these companies which have in-
creased their business should get a
higher and higher return irrespective
of any other limitation?

Shri Shroff: I submitted at the very
outset that since this amendment to
the Act was in 1950, we have not had
sufficient experience to decide on a
revision of it. In the case of most
companies, after the revision of this
ratio, only one valuation has been
made.

Shri T, N, Singh: This expansion
has been phenomenal and so I may

take it that the return to the share-
holders should also have been cor
respondingly phenomenal.

Shri Shroff: The quantum due to
the shareholders is bound to increase.

Shri T. N. Singh: In view of the
general trends here and the national
policy with which I hope you all

Shri Shroff: I do not know what
trends you are referring to. I may
not be concurring with any trends
that you may be referring to.

Shri T, N. Singh: That is why I said
that I hope you all agree. I felt that
the general desire was that nobody
should get inordinately higher com-
pensation as compared with the com-
pensation being given in other flelds.
Supposing some persons have invest-
ed 100 and they get 100 to 105. If
other parties are getting 105, in justice
and equity the others coming in should
also get near about that figure. If
they are to get 150 and not 105, that
will amount to discrimination.

Shyi Shroff: Inter se, among all
insurance companies you should reach
a formula where there will be no
discrimination.

Shri T, N, Singh: We are paying
compensation to the Imperial Bank;
we are paying compensation to the
zamindars; we have paid compensa-
tion whenever we have taken over
any concern or any economic activity.
I think that you realise that any
compensation to be fixed in any indi-
vidual field will have to be in line
with what has been done in other
cases,

Shri Shroff: Since I have not got
before me the information relating to
the compensation in other cases, I
would refrain from expressing an
opinion. What is before me is some-
thing which is specifled in the Bill.

Shri T. N. Singh: I thought it was
all very well known as to what hap-
pened in the case of the zamindaries
and in the case of the Imperial Bank



Shri Shroff: I do not know if you
are inviting my opinion which I
think may not be relevant here. But
if you want my opinion......

Shri T. N. Singh: I only asked the
question because in certain cases
there were certain kinds of compen-
sation. In this line also it should be
kept up, and should be limited as
cases crop up one after another. That
was a matter of policy, and so 1
wanted your opinion. If you are not
prepared to give your opinion, that
is another matter.

Shri Shroff: What is the opinion
required?

Shri T, N. Singh: On the question
of the principle. Should we follow
a consistent policy—this national
Government of ours—or should we
vary it according to individual cases?
This is the specific point I want to
know.

‘Shri Shroff: You will have to vary
that according to individual cases.

Shri T. N. Singh: Now, in regard to
the quantum of compensation, there
may be a view that nobody who has
already got more than the capital in-
vested in the shape of return should
get anything more—the principle of
Damdupat,—a principle which has
been applied in the case of the zamin-
daris and which means practically no
compensation. How would you react
to that?

Shri Shroff: My reaction would be
violent disagreement with that view.

Shri T. N. Singh: In that -case,
between these two extremes, what is
your via media as a compromise?

Shri Shroff: I have already put be-
fore you my suggestion.

Shri T. N. Singh: I want to know
on the basis of the 734%.

Shri Shroff: I have said that this
has been the practice since the Act
was amended in 1950 and that we
have not yet acquired sufficient ex-
perience to revise it.

-ﬁ
Shri T, N, Singh: Do you want
some other year to be taken?

Shri Shroff: If you have an average
of the last two valuations—in a num-
ber of companies you are bringing
down the last valuation only to 1958,
where there has been a substantial
progress in business in 1854-55—my
submission is that weightage should
be given to the increase in business
since the last valuation,

Shri T. N. Singh: Another question
is in regard to the foreign business
that you have raised. I presume you
represent the companies which are
partly composite companies, not
merely life companies. Now, in re-
gard to them, why do you contend that
only some of the select companies
should be given that right, and what
will happen to the numerous life
companies?

Shri Shroff: I have never pleaded
for them. I only suggested a few prin-
ciples on the basis of which Govern-
ment might decide. If Government
decide to give foreign business to any
Indian companies, I think Govern-
ment should select a few.

Shri T. N, Singh: So, you leave that
discretion to the Government. You
accept the principle that according to
merits certain selected companies can
be given this. You haye no objection
to the provision as contained in the
Bill. Is that so?

Shri Shroff: As I see it, Govern-
ment are assuming powers to transfer
this business if they think it necessary
or desirable to do so.

Shri T. N. Singh: That is in order
to avoid any kind of heart burning to
one company or the other. What will
be your reaction to this?

Shri Shroff: I am perfectly recon-
ciled to what has happened, If Gov-
ernment think it is desirable, it is
practicable and it is going to be a
workable mrrangement ‘for them to
take over also the foreign business of
Indian life companies, certainly Gov-
ernment are competent to do that.



Shri Matthen: Let the Government
40 whatever they like. You need not
fizht shy of expressing your opinion.

Shri Shroff: I have pointed out only
one difficulty—the hon. Finance Minis-
ter has also mentioned it—with regard
to business in foreign countries. But
the first difficulty will be to get the
licence. The Government of India
or the new corporation may get a
licence, but the difficulty is certainly
there.

Shri Morarka: Just now when you
were explaining the basis of compen-
sation, you said two things, One was
that the compensation was inadequate.
Secondly, you said that the method of
calculation may be so inequitous that
it may be discriminatory between the
companies intense. As regards the
first point, you fully explained that.
Now, could you kindly explain the
second point also, namely, how the
method of calculation would be dis-
criminatory between the companies
intense?

Shri Shroff: The Schedule says that
we have to take the average of the
last two valuations. A number of
companies have their valuation as on
31st December, 1953. But there are
some companies which valued their
business in December 1954. Since
there has been a big change in busi-
ness since 1953, it may not be quite
correct if you take that as the final
basis. Therefore, 1 suggest that the
basis of vauation should be as on
31st December last for all companies.

Shri Morarka: Therefore, according
to you, would it happen that two
companies transferring an identical
bundle of assets may get different
kinds of compensation?

Shri Shroff: Obviously.

Shri Morarka: So, according to you,
if two companies value their business
on two different dates—one in Decem-
ber, 1953 and the other in December,
1954—would the method of valuation
be different?

Shri Shroff: It will differ in the
sense that when you make a valuation
at the end of every three years, the
valuers go by certain figures. Valua-
tions are made on their actual experi-
ence and on certain assumptions. In
some cases valuation may be liberal
while in some it may be stringent. It
has now become a common experience
of all that a well-managed company
can earn, on an average, 4% per cent.
interest. But valuation is made at 2
or 3 per cent. If in 1954, as against
1953, the valuers feel that they should
take 34 per cent. instead of 3, then
the surplus will substantially increase.

Shri Morarka: That happens in two
different years. Now what I want to
know is whether there will be a differ-
ence in method in one and the same
year, between two different com-
panies?

Shri Shroff: It differs.

Shri Morarka: That is one company
may agapt a more liberal method
while the.g * may adopt a stringent
methodg '

Shri Shroff: That is true.
o

Shri Morarka: Therefore, do you
think it ‘would be more desirable to
have the re-valuation made on a com-
mon standard for all the companies
on the specified date?

Shri Shroff: Even if you do not do
that, at least there should be a com-
mon basis for all the companies. The
purposes will be achieved if you value
the business on one date, namely, the
31st December, 1955. But this should
be applicable to all companies.

"Shri Morarka: Even then, if you
permit the companies to continue to
have some method of valuation,
though it is on the same day,......

Shri Shroff: ...... there will be
some difference because some com-
panies may have a stringent method
whereas other companies may have a
liberal method.

Shri Morarka: Some companies may
be valuing their investment on the
book value basis and some will take




it according to the market price. There
may consequently be a difference,
unless there is a common method of
valuation for all.

Shri Shroff: Under the law, we have
to take it according to the market
value. If there is a surplus, you have
to credit it. If there is a deflcit, you
have to provide for it. In the case
of those companies which made their
valuation in December, 1953, some
deficit was found. There was a differ-
ence between market value and book
value. Immediately they had to pro-
vide for that deficit. One such com-
pany had to provide something like
Rs. 25 lakhs. The same company that
had its valuation made in December,

1955 has a sulplus to the extent of Rs.
85 lakhs,

Shri Morarka: What according to
you would be the difficulty if the re-
valuation is to be made, say, on 31st
December, 1955 or 1954 ior a]l the
companies?

Shri Shroff: I see no difficulty. We
are all accustomed to make our
valuation periodically. I do not think
it will take more than 4 to 5 months.
Let the Government have an expert
committee for this purpose and let

them examine the validity of that
valuation.

Shri M. D. Joshi: The Chairman
had asked you about the percentage
of life business to the total composite
business done outside. What is the
percentage?

Shri Shroff: I think I have mention-
ed the figures. The total outstanding
life business of Indian companies
operating abroad at the end of Decem-

ber, 1955 was of the nature of 80
crores.

Shri M. D. Joshi: I wanted percent-
age.

Shri Shroff: I gave those figures
also. All the companies which operate
for life business do not operate for
general business. The Indian com-
panies operating abroad for general
business had an annual premium of
Rs. 8} crores as on December, 1954,

-« ooman

Shri M. D. Joshi: You are pleading
for taking surplus as projected upto
31st December, 1955 as a basis for
compensation. I want to know
whether there was any increase in the
expenditure.

Shri Shroff: That will be found out
when the valuation is made.

Shri M. D. Joshi: Can you nge us
some idea about this?

Shri Shroff: When the valuation is
made as on December, 1955, the actual
expenses incurred have the company
during that period will be reflected. If
there is an increase, to that extent it
will reduce the surplus.

Shri M. D. Joshi: The total amount
of compensation should, according to
the Government proposals, come to
3-2 crores of rupees.

Shri Shroff: Less the capital of the
companies.

Shri M. D. Joshi: According to ycur
calculation, how much will it come to?

Shri Shroff: Unless you see the busi-
ness as on 3lst December, 1955, you
cannot say that. I won't, therefore,
hazard an ‘estimate. But I must say
that it will be substantiaily higher than
that figure.

Shri M. D. Joshi: Could you give
ug a very rough idea?

Shri Shroff: There are about 152
companies and it is not possible for
me now to say how much it will be.

Shri V. B. Gandhi: In your reply to
Mr. Morarka, you said that in making
valuation companies may adopt dif-
ferent bases. For instance, some may
adopt a rate of interest at 2} per cent.
and sometimes the same company in a
different period may decide to adopt a
rate of interest at 3} per cent. Ac-
cording to you, you would like the
valuation ag on 31st December 1955 to
be adopted as the basis for compensa-’
tion, Don't you think that most com=~
panies will, in that case, adopt the
more optimistic and more profitabie’
rate for this purpose?



Shri Shroff: What I suggest is this.
You let them adopt the same basis as
they adopted in the last valuation.
What I mean by basis is this: There
has to be a liberal margin provided
between your assumed rate of interest
and ultimately the actual rate of
interest. All well-managed companies
are earning about 4} per eent. though
they have been sufficiently stringent
in the valuation. In most of the cases
valuation ig done at about 3 per cent.
So, there is that gap of 1} per cent.
between the actual return on the in-
vestment and the assumed rate. It
makes valuation sufficiently consoli-
dated.

Shri V. B. Gandhi: You know that
both in this country and other coun-
tries socialisation has taken place in
respect of many kinds of undertakings.
Now, take for instance, in England
when they took over the steel industry,
for the valuation of the undertakings
they accepted the formula of taking
share prices as shown over a number
of years previous to the date of taking
over. The idea was to arrive at a
stable rate of earning capacity and all
that. You do not seem to agree with
the basis as proposed in the Bill which
is somewhat similar to the basis adopt-
ed in other cases of industrial under-
takings.

Shri Shroff: I submit it is very very
different......

Shrli V. B. Gandhi: Do you think
there are any special features which
probably make it necessary, according
to you, to discard this average of two
previous valuations and have your
compensation based on the valuation
of the latest period?

Shri Shroff: Do you want me t0
*eompare the basis of compensation
adopted in the case of stock-holders of
the British steel industry with the
compensation offered to Indian insur-
ance companies? If that is so, I may
point out that what applies to manu-
faturing companies does not apply to
insurance companies for one obvious
reason, namely, manufacturing units

have a certain installed capacity and a
certain operating capacity. Unless the
plant and machinery is substantially
added to that unit, the earning capa-
city of that unit is taken in terms of
its maximum installed capacity which
may yleld one million tons or so. You
cannot suddenly change it to 2 million,
3 million or 5 million tons. In the case
of insurance companies, the outstand-
ing business is something which
assures you some return over a period
of 15 or 20 years. So, the conditions
are entirely dissimilar. '

Shri V. B. Gandhl: Now you said
that a few companies appropriated out
of their surplus for shareholders less
than 74 per cent. that is permitted.
You also said that there were only
about four or five companies who did
so according to your information. Do
these companies happen to be among
the largest ones?

Shri Shroff: One is the largest. I
have before me the figures of these
companies. If you permit me, I can
name them now; otherwise I will not
be able to clarify the position.

There are the Oriental, Bombay Life,

Western India, Hindustan Co-operative
and Metropolitan of Calcutta. In the
case of the Hindustan Co-operative, 1
think they did certain things laid down
in their Articles of Association and
also in their original Prospectus when
the company was floated and also in
the conditions on which they did life
business. They have done life busi-
ness on the condition that they will
not charge more than 5 per cent. of
the surplus . That is laid down actual-
ly in their Prospectus.

In the case of Oriental, ft has varied
during recent years. I find that during
the last 10 years ,they have charged as
high as 66 per cent. and they have
charged as low as 3'5 per cent. and
the average works out to something
like 4:4 or 4 5 per cent.

In the case of Bombay Life it is 46
per cent. and in the case of Western
India, it is 4'1 per cent.



I .ezard to the Metropolitan, the
information is not available with me.

Shri Feroze Gandhi: It is ‘50 per

cent.

Shri V. B. Gandhi: Since these com-
panies could legally appropriate 7§ per
cent. and decided to appropriate less
than that, what were the material con-
siderations which weighed with them?
Would you tell us what these consi-
derations were?

Shri Shroff: I am not interested in
the management of these companies
and so I wouldn'{ be able to tell you.

1 have already told the Committee
that I am prepared to concede one
thing, that is, if over a period of years
other companies find that certain
trends are definitely established, cer-
tain trends in the sense that new busi-
ness which has been increasing during
the last two years continues to increase
at the same rate, that companies con-
tinue to maintain the margin of actual
interest yield and .assymecd interest
ratc and the expense ratio over a
period of years, I entxrely agree with
you that other companies also might
have charged less than 73 per cent.

Shri V. B, Gandhi: I thought one of
the considerations in the minds of
these companies should have been, or
could possibly have been, the interest
of the policy holders or-as an aid to
contract more business.

Shri Shroff: 1 am not prepared to
concede that other companies had not
the interest .of policyholders before
them

Shri V. B. Gandhi: Perhaps, as aa
a'd fo contract more business.

Shri Shrofl: 1If that is so, I may
point out that the other companies
which were charging 74 per cent. had
a phenomenal increase in business., If
I may mention, one company had
Rs. 19,80.000 of new business in 1952
end in 1955, it had new life business
worth Rs. 51 crores, although it
charges 7} per cent. This company is
the New India.
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May I draw your attention to the
view of some of the Indian insurers
and the view of the largest life operat-
ing company in the United Kingdom,
the Prudential, which has b&en men-
tioned in our Memorandum?

Shri V. B. Gandhi: You have men-
tioned it in the Memorandum. In re-
gard to Prudential, this view or ex-
pression has been as late as May, 1953.

Shri S. K, Patil: I am checking some
of the very valuable information that
you gave. In calculating the compen-
sation, you have made two points,
namely, that the previous valuations
do not represent the correct position
of the companies and therefore
valuation must be made again as uptc
31st December, 1955 and the other is
about this ratio reduction from 73 per
cent. to 5 per cent. as mentioned in the
Finance Minister's speech.

Now, in this first one, namely, that
there should be valuation again -as
upto 31st December, 1955, is the reascn
only that the quantum of business
during last two or three years has in-
creased or is there any other reason
to fix this particular date?

Shri Shroff: Yes, because it obvious-
ly becomes unequitable. If you take
the average of the two last valuations,
you come to the mean business aof 1850
which for the whole of India comes
to only Rs. 690 crores whereas the
business in force in December, 1955, of
Indian companies excluding foreign
companies, was Rs. 1100 crores.

Shri 8. K. Patll: On this second
point, namely, the reduction of this
ratio, you have been saying—if I am
not mistaken—that there must be a
period during which the resuits have
got to be properly assessed and you
consider that this flve year period is
not an adequate period during which
these trends could be deflnitely estan-
lished.

Shri Shroff: Because,
valuation was only in 1953.

Shri 8. K, Patil: ] want to know
what you consider to be a reasonable

our last



period during which this could have
been done,

Shri Shroff: As we go by human

experience, three to five years are
hardly considered a basis for the
establishment of a basis. I would say

that 10 to 15 years should be consider-
ed as a fairly reasonable period to
justify the review of the position that
was made only in 1950.

Sbri S. K, Patil: Another thing I
want to ask. Of course, that is merely
for making my point that I am ask-
ing. Any statement made by an
experienced person like you will have
that currency in the country I am
only checking on it.

You were referring to 35 per cent.
Therefore, I take it without going into
the whole argument. You have work-
ed it out and I have understood. I
am merely checking. It becomes, say,
about two-thirds, because from 1100
Yyou come to 690, that is from 7§ to 5.
Arithmetically, that comes to 42 per
cent.

Shri Shreff: Investment in 1955 un
valuation would be found to be suh-
stantially higher than our last valua-
tien in 1853 and, when you work this
out as we tried to work out, in the
case of about 18 or 19 companies, for
whom we have information, it comes
to only 35 per cent of what will e
due to companies on a valuation of
business as on 31st December, 19:3.
That is my submission.

Shri S. K. Patll: You discussed abaut
the companies doing business in
foreign countries. It wags hinted thai
that business, the Government sov,
should be given to one company and
so on. Yeur argument was that the
Government should consider the prog-
ress made by the new companies nnd
so on and so forth. Do you suggest
that if there was any composite zom-
pany doing business in other warls
and if it had done well, it should be
allowed to continue that business?

'Shﬂ Shreff: You will please appre-
clate my position. I am not here to
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plead for any one company. I am
only placing our suggestions as to the
possible principles on which the Gov-
ernment might consider transfer of
this business to any one or two or
three or all companies.

Shri S. K. Patil: I am merely sug-
.gesting as a sort of via media. Some-
thing has got to be done. There are
already some companies who ate
doing purely life business and there-
fore they cease to exist. So their
business has to be transferred to some
others. Your idea seems to be that
instead of giving it to only one com-
pany, iy should be distributed to
several companies by finding out their
éredentials, benefits and the progress
they have made.

Shri Shroff: That is our submission.

Shri Feraze Gandhi: You have stat-
ed that in 1950, the percentage which
was allocated or which should bLe
allocated to shareholders was reduced
from 10 per cent to 7§ per cent. Would
you agree that after reduction of 2¢
per cent, the total amount of money
available for distribution was more
thap when it was 10 per cent?

Shyi Shreff: I have explained it tc
a gentleman here. [t will depend
upon the size of the business and the
profttability of the business.

Shri Ferese Gamilf: You have
already given figures for New India.
Here I have figures for five companies

which I would call the biggest
insurance companies. You have also
the names. They are Bombay Life

which parted with only 4-62 per cent;
Oriental, which is the biggest, parted
with 3°46 per cent; Western India
parted with 414 per cent; Hindustan
Cooperative parted with 2:82% and
—quite a big company—Metropolitan,
parted with only about ‘52 per cent.
If this is what the companies were
willing ta part with, why should you
have any objection to Government
incredsing the compensation? What
compensation the Government are
prepared to pay is much more than
what insuranete companies have paid
to their own shareholdérs,



Shri Shroff: I presume you object
to Government paying more to any-
body.

Shri Feroze Gandhi: What I mean
is when these companies were parting
with less than 7% per cent, what objec-
tion do you have to the Government
giving something between 7} per cent.
and what they were paid?

Shri Shroff: To these companies?

Shri Feroze Gandhi: Generally
speaking.

Shri Shroff: Generally, excepting
these five companies, all others were
parting with 73 per cent. Therefore,
we must object. These flve compa-
nies cannot be said to be representing
the whole life business ir ‘thé country.

‘Shri Feroze Gabdhi:' “These five
companies between them hold the
vast majority of ‘insu'ranée 'busine:e.s.

Shri Shroff: I dlsagx:ge It is not
correct. -

-

Shri Ferozé Gmdbl It is absolutely
correct.

Shri Shroff: I should like to have
the figures which are absolutely
correct, o

Shri Feroze Gandhi: I will give you.
The question’ after all is that when
these companies were. ‘paying to their
shareholders "a certaln amount what
objection, in principle, do you have to
Government paying less than 7} per
cent.

Shri Shroff: These companies were
paying less than 7§ per cent to the
thare-holders in 1950. When Parlia-
‘mént réviewed the whole position,
they were doing that. They were nct
;:harging 73 per cent or 10 per cent in
950

Shri Feroze Gandhi: Bt;t we limited
it.

Shri Shroff: The Government were
!ully seized of this information and,
as 1 pointed out, in the dratt Bill
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five companies which were

presented by the Government, they
themselves have suggested 10 per
cent. The Select Committee ufter

consideration brought it down tc 7%
per cent. having full information
before them that there were four or
charging
less than 7} per cent. I give credit to
Parliament that they must have con-
sidered the question in a comprehen-
sive way and in their opinion for the
whole industry 73 per cent wag con-
sidered as a fair share.

Shri Feroze Gandhi: When yuu
calculate this surplus amount, thcre
is an item of unclaimed balances, ti.at
is, the firm’s part of the calculated
surplus. Is that correct?

Shri Shroff: I do not know what is
meant by “unclaimed balance”.

Shri Feroze Gandhi: How can I
explain to you, Mr. Shroff ,what is
unclaimed balance? Unclaimed amount
is that amount which hag not baeen
claiméd. That forms part of the sur-
plus. What right do the compames
have to keep this amount which iz nct
really, theirs, It does, not realy
belong. to the company.” It is un-
claimed balance., o

Shri T. N. Singh: It ‘belongs 1o the
State.

"Shri Feroze Gandhi: - Thére are
many companies' which in many ways
had not parted with what they shou!d
have parted. There are many ways
of doing that and it has ~happcned.
What right has the company to slaim
this surplus which doea not rightfully
belong to the company? .

Shri Shroff: I am sure you are
aware valuations . are pl‘eml'ed in
terms of the conditions laid down by
the insurance law. The valuatxons
are made by actuaries and those
valuations are subject to the czontrol
of the Controller of Insurance.. If
there was any item in the valuat.lon of
the assets of the life company whlch
was open to dispute which wag not. in
conformity with the principles laid
down by the law, then such valuation
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will be challenged. I am not aware of
any valuation being challenged on tae
basis that you suggest.

Shri Feroze Gandhi: You are per-
fectly entitled to do it legally. The
question that I am putting is this:
What is the right of the company to
claim this unclaimed balance which,
as Mr. T. N. Singh has just pointed
out, belongs to the State and nn{ to
the company?

Shri Shroff: Not even to the policw-
holder?

Shri Feroze Gandhi: You say it is
‘unclaimed balance. You had pari of
the surplus, What right have you to
claim that? A gentleman who was
giving evidence told us that in 3otne
concerns the unclaimed balance forms
a very high proportion.

-Shri Shroff: It is not so in our

experience,

Shri Feroze Gandbi: We have to
remember that there are 150 com-
panies . -

- Shri Shroff: The valuations have
been made under the formula laid
down in the law of the land. It is
‘up to the Controller of Insurance, in
‘any case where he is not satisfled; to
challenge 'the valuations and get them
rectified. We are not aware of any
-case in which that has' happened.

'Shri Feroze Gandhf: In the course
of your statement you have referred
t2. branches..

Shri Shroff: In any case, if it is a
loot on the part of the. shareholders
the pqlicyholders have participated to
- the extent of 92} per zent in the loot.

Shri Feroze Gandhi: You made
some reference to brancnes and branch
secretaries and branch organisations.
. Take the case of New . India with
" which you are fully acquainted
" because you were there and your
"General Manager is here. In the
course of your statement......
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Shri Shroff: Are we discussing just
at present those issues?

Chairman: Let us know the ques-
tion.

Shri Feroze Gandhi: I would like to
know how many .branch secretaries
you have in New India at the head-
quarters in Bombay?

Shri Shroff: There are some branch
secretaries.

Shri Feroze Gandhi: How many
branch secretaries do you have?

Chairman: We need not go into the
detajls. Yoas :

Shri Matthen: In the matter of com-
pensation I think you have been suffi-
ciently cross-examined. I also think
that you have made a very effective
case. About foreign life insurance
you said that we have got about
Rs. 80 crores today. Do you think. it
is a very ldrge potential to keep us—
I won't use the word exploitation—in
other countries in Asia .and Africa?
‘Ig it such. a tremendous potentiality?

Shri Shroff: I mentioned one illus-
tration of East Africa, I said this as
a result of personal observations and
assessment of the situation there. And
I am convinced that the 250,000
Indians who are in fairly . prosperous
conditions - who are- living in  East
Africa will help us. It has been our
general experience whenever we go
to any foreign country where -our
.countrymen -are there, whether it is
the general business or life. business,
I must gratefully acknowledge, that
we get the- most encouraging response
from our own countrymen whenever
“we go out for business. In East Africa
it has been our experience during the
last three years. We had started mak-
ing headway. I personally am convinc-
ed that there is a great potentia] for
increasing business in East Africa not
only amongst our own countrymen but
also for starting pioneering work of
assuring the East African life which
has not yet been done by any com-
pany. :



Shri Matthen: Only in East Africa?

Shri Shroff: We have also made sur-
vey in other countries, particularly
in Indonesia. We have started in a
small way because of the compara-
tively unsettled conditions there. But

our surveys have indicated that
Indonesia is  one of the countries
where there is tremendous  potential

for our life business.

Shri Matthen: There are other coun-
tries also, I believe.

Shri Shroff: I think so.

Shri Matthen: For example, Malaya.
Poss;bly, there also there is greal
potential. That has also to be tapped.

1 think Mr. Patil was just remark-
ing that the Government want one
composite company to take over all
the business, I do not know how far
that is correct. What is the best way of
tapping the maximum business? In
what way should the companies, whe-
ther composite or life, work after
nationalisation? Do you. prefer the
existing companies working in foreign
countiries te continue the work or do
gou prefer one company doing the
work? Which will tap more business?

Stri Shroff; I think I have made my
position sufficiently clear. Government
are taking power under the Bill and
they can transfer the foreign business
10 such agency as they like. I suppose
the Government will study the posi-
tion of various companies operating
abroad and if they are satisfied with
their existing operations, their record.
their capacity to sustain an increased
business, they will transfer the busi-
ness to them, It is entirely within the
-discretion of Government to have 1, 2,
10 or 12 companies.

Shri Matthen: This is only a Bill
and not an Act. Whatever may be
the rcecommendation of the Govern-
ment, T want you to say explicitly
what you believe would be in the best
interests of the country.

Shri Shroff: The Select Committee
would be best advised to suggest some
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of the principles and the Govern-
ment may take their final decision.

Shri Matthen: What is your sugges-
tion?

Shri Shroff: You do not want me to
suggest the names of individuals. That
is not my business.

Chairman: The principles,

Shri Shroff: The principles I have
aready enunciated,

Shri Matthen: If there are more
companies than one working in the
field then there will be an element of
competition which 1 consider is the
basic thing.

Shri Shroff: )
every time,

Shri Matthen, I am asking you
whether individually you would pre-
fer one cumpany like New India or
Orientul or more than one company.

would welcome it

Shri Shroff: | am a great believer
mn private enterprise and private enter-
prise c¢an only survive and thrive on
the basis of healthy competition.

Skri Matthen: You said just pow
that the tempo has now come to
Rs. 1,100 crores {rom Rs. 680 crores.
You wish that the Government corpo-
ration will keep up this tempo. For
that keeping up do you believe that a
small element of competition is neces-
sary?

Shri Shroff: I am a great believer
in that.

Shri Namblar: With regard to com.
pensation I could not get myself con-
vinced. You said that the sharehol-
ders sacrificed their dividends so as
to provide for the future. Can you
substantiate that point?

Shri Shroff: 1 think it is a matter
of general experience of every com-
pany starting life business or even in
the case of the composite company
that for it to etsablish its position and
status in general business it always



takes a number of years before which
it will not pay. Therefore, to that
extent the expenditure, 1o which the
shareholders put up capital—you will
concede that capital is required for
life business—is uat stuke. Whatever
is put up by sharcholders is at stake
for a number of years, which it takes
for a life insurance company to
establish business and to make it pay
—sometimes it takes 5 years, 10 years
or 12 years,

Shri Nambiar: Is it not a fact that
in many companies the management
could not declare any dividend to the
fhareholders more due to malprac-
tices and bad business than due to
any other reasons?

Skri Shroff: I am not aware of that.

Shri Nambiar: You are not aware of
the malpractices?

Nhri Shrafl: I am fully aware of the
malpractices. But | am certainly not
prepared to subscribe that it can be
magnified to the extent that you can
generalise. There may be cuses where
due to malpraetices they could not
tnake their business prosper. I am
‘prepared to accept that. But I am
certainly not prepared to accept the
view that it is @ general statement
which could be made applicable to all
companies.

Shri Namblar: The criterion you
propose for compensation being one
based on possible future earnings and
not based on the past performance
and valuation, may I know whether
it is your contention that ull compunies
should be taken for granted as capa-
ble of eurning in the future whether
they performed well or ill in the past?

Shri Shroff: My answer is  very
obvious. You have the valuation of
their business as on the 31st Decemver,
1955. 1f the valuation does not dis-
¢lose a surplus then, of course. you
say they have no capacity to maxke
future earnings. When you make a
valuation of their business as on the
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31st December. 1955 and that valua-
tion does not disclose a surplus or any
idea of earnings in the future, it is
very clear for you to decide whether
they are entitled to anything or not.

Shri Nambiar: Even in those cases
where the companies cauld not make
any profit on the 31st December, 1955,
they may do much better in the future,
Your criterion is the future earnings.
Perhaps, today I may be bad. But
tomorrow I will become good. So I
must be given compensation, That is
the argument. If the compensation is
determined on the position obtaining
on 31st December 1855 what is the
harm?

Shri Shroft: [t should be remem-
bered that the determination of the
future earnings of a life nsurance
company Is not a4 matter of chance.
There are established principles, there
are established factors by which you
ean assess the future eanings. It is
not a matter of chance. It is not my
guess or your guess or anybody else’s
guess. The company bas a record;
the company has certain funds and
the company bhas certain investment
policy on the basts of which it will
earn 4 per cent, 3 per cent. er 84
per cent. The company bhas an ex-
pense ratio record. 8o you can de-
termine whether the company, on the
Pasis of that expense ratio, can earn,
Then the company bas its own mortali-
ty expenence. 'I'hese are the three
basic guides by wnich you can assess
the future earnings of the company.
It 1s not a matter ot cnance. It is
not a matter of individual opinion.

Shri Nambiar: Why do you say that
this limitatfon of 3 per cent. and 5
per cent. is not based on the calcula-
tions and on the past performances?
1t Is exactly on the basis of the past
performance that this limitation has
been put. Why do you dispute that
ana say it 1s wrong? That {s based
on the relative experience of the past.

Shri Shroff: No: I dispute that.
The situation was reviewed as recent.
ly as 1950. I should like to know
what factors have come in between



[Shri Shroff]

1950 and 1955 to justify a sudden re-
vision of that.

Shri Nambiar; | now come to the
risk involved in the shareholders run-
ning this business. You want a cer-
tain percentage of compensation, or
whatever it is, for the risk involved
in advancing certain money. What is
the risk that you have got in insur-
ance business?

Shri Shroff: I am glad that this
point has been raised, and I would
like to say something about it. In
the running of a life insurance busi-
ness, it is not only the money capital
that is put into it. The fact of it is
this. If any group of 5 or 10 people
get together and collect 5 lakhs of
rupees and start a life insurance com-
pany and try to work it for a period
of years, they will soon realise that
it is not the capital of Rs. § lakhs
that is going to attach the business.
In the first place, who are the five or
ten people who are in the business?
Secondly, what is the capacity of
these people to organize the business?
And believe me, it takes a lot to
organise life business. People do not
go to your offices and say that they
want to take out a life policy; and
particularly, in.a country like this,
so vast, this business calls for an
enormous effort, tremendous organisa-
tion and trained personnel to get the
business that we have been able to
get. I suppose it cannot be imagined
that during the last three years the
fact. that Indian companies have been
able to increase their business subs-
tantially is due to any scramble on
the part of people to rush to the life
offices and asking for thejr life being
insured. I may tell you from personal
knowledge. of a number of com-
panies that during the last seven or
eight years we are pumping a lot of
money to build up our organization.
We are running training -clagses and
now trained personmel is one of our
most powerful assets .in the life com-
panies. It is meant to make them go
to you, give you the merits of a life
policy, explain to you the compara-
tive merits of taking out a policy
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from one company against another-
This requires a lot of selling. Life
insurance is not bought; it is essen-
tially sold. and to sell it you have to
build up an organisation; and this
takes a lot of time to build it up.

Shri Nambiar: You require some
talent and some work. What is the
loss in money value that you had
This is what I want to know.

Shri Shroff: You are perhaps
aware of the fact that there is what
is called a “good-will” and that good-
will is not calculable in terms of
rupees, annas and pies. It is a certain
status, a certain credit and a certain
reputation that you establish in the
country against others; and I claim on
behalf of the life companies that they
are all built up over a period of years
and we have today come to com-
mand a certain good-will. That we are
handing over today to the nation-—an
organization which has kept on ex-
panding ever more on very sound and
healthy lines. Therefore, I claim that
life companies are entitled to claim
from the buyers of the business lor
something in the nature of good-will.

Shri Nambiar: Let that good-will
continue. Why do you want to cash
in:on it? ]

- Shri Shroff: That good-will . you
can have from us for nothing. - -

Shri Sadhan Gupta: About foreign
business, is it not a fact that Indian
companies who aspired to do foreign
business will find it difficult to con-
tinue the foreign business after
deprivation of their business in India?

Shri Shroff: I have not followed
the question.

Shri Sadhan Gupta: I was asking
you whether Indian companies
would find it possible to carry on
their foreign business now .that their
business in India is being taken away
from them.

Shri Shroff: I entirely agree that
nationalising life business in India
and the manner in which it is done
is certainly going to create a handicap



for Indian companies operating
‘abroad. I am prepared to admit that.
As a matter of fact, this has created
a new handicap and a new obstacle
for us, which will take some time for

us to get over,

Shri Sadhan Gupta: Will it not be
better if the Corporation can find
some way of doing foreign business,
itself? It is not a Government orga-
nization—]I mean the proposed Cor-
poration.

Shri Shroff: Government are quite
competent to decide on this.if it is
desirable and if it is in the national
interest.

Chairman: Are there going to be
any difficulties in the way of this
Corporation doing foreign  business?

Shri Shroff: One difficulty will .be
that this Corporation should obtain a
license. The main difficulty is this.
When you go abroad as a new opera-
tor, you must obtain a licence. Some
Governments will take the; view first
as to why the Government of one
country should operate a company in
a foreign country. I do not know if
you are aware of .the experience of
the State Bank of India.

Shri Sadhan Gupta: Regarding the
general business of composite com-
panies inside the country, don’t you
think that by reasons of their life
business being taken away, most of
these composite companies will be
compelled to wind up their general
‘'business as well because it would
become too uneconomic?

Shri Shreff: I very much doubt
whether any composite company will
be compelled to wind up. As I point-
ed out, it will call for a reorganization,
&, new pattern on which tp run the
business. It is certainly going to be
less economic than it is today.

Shri Sadhan Gupta: It is my ex-
perience that practically all the com-
_poslte companies will find it almost
-‘impossible to carry on. ‘Do you agree?
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Shri Shroff: I do not agree.

Shri Sadhan Gupta: Would you
agree that quite a substantial propor-
tion of them will have to wind up?

Shri Shroff: I do not think so, sub-
ject to this very important reserva-
tion that companies today which ar.
in an uneconomic position cannot, in
the ultimate analysis, survive. They
may have to wind up because they
will find it more difficult now than
before. It will call for a reorganiza-
tion.

Shri Sadhan Gupta: Now, coming to
compensation itself, you have stated
that the surplus is determined by the
interest earnings, the expense ratio
and the mortality rate. You will
agree that the mortality assumption
is not -affected by anything that the
insurer can- do, unless the insurer
carries on business very foolishly and
books people who are to die the
next day. It can be said that regard-
ing mortality, the insurer has not
much to do and it depends on
extraneous factors. Is that not so?

Shri Shroff: Mortality experience
to a certain extent can be controlled
by companies by the selectiveness of
the business. That is one thing. But
I must say that this factor is subject
to one very serious risk. For ins-
tance, you may get epidemics and all
that which you cannot control and
your . assumption of mortality exr
perience might be completely upset.
The--essence of insurance business is
averages—the average . over a period
of years. Therefore, when you take
the average over long periods, you
are not likely to be terribly: upset.

b
Shri Sadhan Gupta: That is right.
On the- other hand, by beneficial
measures undertaken by the Govern-
ment, the mortality figures may im-
prove in favour of the insurers and
the insurer would get the benefit of it.

Shri Shroff: That is true.



Shri Sadhan Gupta: Regarding in-
terest earnings also, that too depends
considerably on extraneous factors,
namely the higher interest rate avail-
able and factors like that.

Shri Shroff: 1 do not agree: It calls
for a lot of judgment on the part of
people who invest funds. It does call
for judgment as to how to invest your
funds and the ultimate result of this
judgment is where by observing
strict rules of conservative investment
you can gradually increase the return
of the money you invest.

Shri Sadhan Gupta: Apart from
judgment,—judgment is always assum-
ed to be reasonable and this is al-
ways the assumption—as I said, mor-
tality can be regulated by not insur-
ing very bad lives. Similarly, interest
earnings you can throw away by
making very bad investments. Assum-
ing reasonable judgment, I take it that
wyou have to depend on extraneous
factors for interest earnings.

Shri Shreff: Except the Govern-
ment policy. 1 take it that no busi-
ness is possible which dees not take
into account the Goverament policy.
Tt is a common denominator. It plays
a vital part in all business—iron and
steel industry or cement or any other
Business. In fact, it affects other busi-
ness much more vitally than the life
insurance business,

Shri Sudhan Gupta: That might
felp us in  future. Your premium
earning also depends, afid has been in-
fluenced lately, by several Govern-
ment measures such as income-tax
rellef for certain amount of insurance
premium and so on.

Shri Shroffi: I do not know what
you would say about reducing pre-
mium. We were able to bring about a
substantial increase in business be-
cause we reduced the premium.

Sbri Sadhan Gupta: The growth
of the volume of business has also
dbeen influenced by the taxation reliefs
granted by Governm:nt in the matter
ot income-tax.
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Shri Shroff: As I pointed out be-
fore, if I gave the fullest credit to all
the factors mentioned by the honour-
able Members, it seems to be assum-
ed that we are to sit tight in our
chairs and allow the opcration of these
factors to give us all the business that
we do. But for all the cumulative
effect, it does need an enormous
amount of selling. We have to go
and tell you that these are the factors.
The mere existence of these factors
does not produce business.

Shri Sadhan Gupta: You mean that
these factors alone will not produce
business?

Shri Shroff: Unless there is the
appropriate selling organisation.

Shri Sadhan Gupta: You mean
that procuration also has a large
share?

Shri Shreff: It gives us talking
points to sell.

Shri Sadhan Gupta: You have alse

stated that the manufacturers’ earn-
ings are limited according to the ins-
talled capacity of the unit, while you
were trying to draw distinction bet-
ween the compensation paid to the
steel business in the United Kingdem
and to the insurance business here.
You then said that they cannot in-
crease it except by increasing their
installed  capacity by adding to the
plant and machinery substantially.
Is it not a fact also that the business
of life insurance, to register any ap-
precigble growth has to expand its
organisation and incur considerable
expenses by way of expanding its
organisation?

Shri Shreff: Let there be a clear
understanding. The compensation we
are asking for is not for the increased
business that you will get in future.
The compensation we ask for is for the
business which we are handing over
to you.

Shri Sadhan Gupta: The future
earning capacity you speak of on the



basis of which you demand compcnsa-
tion has been taken into account in
the Bill itself by capitalising your

assumed future earning capacity at
the rate of 20 years....
Shri Shroff: It is not taken into

account. You are taking into account
690 crores of business whereas you
are actually taking over 1,100 crores
business. So, it has not been taken
into account.

Shri Sadhan Gupta: Is it not a
fact that your earning capacity bears
a very disproportionate relation to the
capital investment thereon and the
organisation and all that you talk of?

Shri Shroff: Mr. Chairman, if you
wish me to reiterate everything that
I have said, I shall do so.

Chairman: All .you have to say is
that you have already answered that
question.

Shri Sadhan Gupta: Don't you think
that the organising talent can be
amply rewarded, wherever it exhi-
bits itself, by absorption by the cor-
poration if it thinks it worthwhile to
absorb?

Shri Shreff: That is a matter of
individual arrangement between the
corporation and the talent wherever
they -can find it. It has nothing to do
with the compensation payable to
shareholders.

Shri Sadhan Gupta: You have also
made it one of the principles for
demanding compensation that you
have transferred the goodwill of the
company. Do you think that accord-
ing to the provisions in the Bill, they
really take your goodwill over? For
example, when a goodwill is trans-
ferred, the person who purchases it is
supposed to get all the credit of the
company which he purchases. Here,
the companies are not taken over as
such. The credit due to them is not
available to the corporation. There-
fore, the goodwill of the companies is
not taken over by the corporation.

Chairman: Have you finished?
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Sbri Sadhan Gupta: I thought he
would answer this. My last question
is this. 1 would ask you to look at
the whole thing from the point of view
of the socialist pattern to which we
are pledged. You know in a socia-
list pattern there must be fairness
to all. You cannot think of any com-
pany or any organisation which would
grant the worker or a clerk compensa-
tion of 20 years’ earning when he is
put out of employment.

Shri Shroff: I have not understood
the question.

Shri Sadhan Gupta: You rely on
future earning capacity and you
think future carning capacity should
be capitalised by paying 20 years
possible carning. Can you think of a
worker in a factory or a clerk in an
office who is dismissed claiming his
20 years’ annual pay as compensation?
Under the circumstances, would it be
fair to sharcholders to claim so much?

Shri Shroff: I am glad it is said
that under the socialistic pattern of
society there is going to be fairness
to all, and on the basis of that
principle 1 say that our claim for
compensation is fully justified. You
cannot compare the right of compen-
sation) of a -worker to taking over
of property.

Shri T. N. Singh: In a socialistic
pattern of society, property is guaran-
teed.

Shri Shroff: That is your under-
standing of the socialistic pattern of
society. We are, unfortunately, very
much strangers to that and we doé
not understand it .

Chairman: 1 would like you to tell
us with the background of your
experience as to how you view this
nationalisation. You have strong .
views on this, I know. But apart
from that—Government have accept-
ed it as a policy—how do you think
it should be implemented so that
there is the least disturbance or dis-
location and also that the confidence
created in the insuring public is
maintained?



Shri Shroff: I am glad that you
have asked me this question. I
honestly differ from the Government
on this issue. But 1 am as anxious
as anybody else in this country to
see that the Government, if they
want to run this business, Tun it
successfully so that the nation should
benefit from it.

Regarding the whole approach to
the formation of corporation, if I am
permitted, I may first enunciate one
or two principles as we view it
Unfortunately, insurers’ interests
‘were given no opportunity to express
their views on the Government’s
intention and this is the first oppor-
tunity we are getting.

Chairman:
their
policy.

Shri Shroff: Yes. But we have had
no opportunity before to express our
opinion on the question as to how
Government are going to run this
industry in future. Frankly speak-
ing, we have not sufficiently applied
our minds to this problem. The
sudden decision of Government has
created new problems for us too,
particularly for those who are run-
ning composite companies. If I may
put it in a general sort of way, it is
this: Our approach is influenced
mainly by this, namely, if life
insurance business, which has fortu-
nately developed very much in the
course of the last three or four years,
is to continue in the same way and
grow more, some element or compe-
tition must be brought into it. How
to bring that element of competition
is rather a difficult problem, but if
you will adjust it within the frame-
work of Government, it will be good.
The ideas that occur to wus are
these: —

They were expressing
opinion with regard to the

We have f{ried to study similar
situations in foreign countries. With
all the information that we have
tried to obtain, we have not come
across a case where the Government
‘have completely taken over the life
insurance business except in the
case of Costa Rica which is a small

country with a population of 800,000
people. But we find a comparable
situation, for instance, in a country
like France and if I have your per-
mission I will give you some back-
ground. That is going to be a very
good experience for us if Govern-
ment are inclined to consider alter-
natives. The nationalisation of insu-
rance, and also banking to a certain
extent, came in France soon after the
last world war. That decision had a
strong political background behind
it. France was an occupied country
during the major part of the war and
the resistance movement was started.
People who sponsored the resistance
movement, rightly or wrongly, came
to the view that the difficulty in
getting back France was mainly due
to certain people—the financial
parties. They felt that the insurance
business and banking industry were
really an obstacle to France in regain-
ing her freedom. Therefore, at the
famous convention of the resistance
movement in North Africa they made
it a sort of pledge—an article of
faith—that as soon as they went back
to France they should try and divest
these organisations of power, who
created a real obstacle for France in
regaining her freedom. Therefore,
one of the first things done after
France got back her freedom was to
nationalise the insurance business and
some of the banks there. The way
in which it was done, in my judgment,
affords some guidance to us in our
existing situation.

Pandit K. C. Sharma:
political decision.

Shri Shroff: Yes. But never mind
about the decision, whether it was a
political decision or not.

We have had recently detailed
enquiries made as to how these na-
tionalised insurance companies were
working. In the first place, the whole
of the business was not nationalised.
If I remember aright, only those
companies doing business over a
certain premium—one thousand
million francs—were nationalised.
After the Government took over the
entire ownership of stock of these
companies, in actual working, Gov-

It was a



ernment left the life companies free
to work and to compete with other
companies which were not nationa-
lised.

‘Shri Matthen:
corporation?

Is there only one

Shri Shroff: There is no corpora-
tion at all. All the big companies
that were taken over by the Govern-
ment functioned as they were func-
tioning before subject to such tariff
assessment or other restrictions to
which every company is subjected.
The Government, of course, have
nominated representatives on the
Boards of these companies. It is also
true that appointments are subject to
the approval of the Government, but
in the actual day-to-day running of
the business, these companies are
allowed to function as they used to
function before. This is authentic
information.

What I sumbit on the analogy of
what has happened in France is this:
Some honest, constructive attempt,
some constructive thinking, should be
made which in our judgment would
enable the Government to implement
their policy and also to run the life
insurance business in future on a
healthy and progressiv‘e basis. In
our analysis of the life insurance
busine-s in the country, our judgment
is this, that there are a number of
units today which by any standard of
judgment will not be considered
economic. There are these small com-
panies. If you look at the record of
their working over a period of years,
you will find that ultimately these
companies cannot survive as healthy
units.  Therefore, our thinking is
that the first step to be taken
is to rationalise the existing units.
Regrouping of these units should be
-done so that out of 152 units, say, 8
or 10 bigger units will emerge. This
could be done partly by the amalga-
mation of a number of uneconomic
units. Regional considerations might
also play some part in bringing about
such grouping of these units. These
8 or 10 powerful units may work
under such general policy regulations
as the Government may prescribe.

The entire ownership may be taken
over by Government, because that
will fulfil the Government’s objective
of nationalisation. These uhits will
then be allowed to work as autono-
mous units.

Shri C. P. Matthen: Independent
by themselves?

Shri Shroff: Yes and with the ele-
ment of competition. There may be
standard, uniform premium rates.
There is no objection to that but in
insurance business a considerable
amount of competition can be brought
to operate through the standard of
servicing that every unit will do,
that is, its approach to the clients and
the way in which it services its
business. It is not for me to tell the
Government. Government must have
already found that out—if not yet,
they will soon find it out—that
servicing is a very very enormous
problem. There are, in our estimate,
about 5 million policyholders today.
To issue premium notices, to collect
premiums, to take notice of lapses, to
take steps to revive the lapsed
policies, then the numerous intima-
tions which you get from policy-
holder8 about their change of address,
enquiries about the conditions of
policy, registering assignments, these
are all big jobs, big administrative
jobs. If 1 may say personally,
in New India, for instance during the
last three or four years, when we saw
bu-iness expanding, it really caused us
terrific headache to deal with the
administrative problem. I am sure
the Government in course of time will
admit this. New India is after all a
small proportion of the total insurance
business. It is going to be an enorm-
ous administrative job.

We. therefore. suggest that if these
life insurance companies were split
up into 8, 10 or 12 group units, each
units sufficiently sizeable and power-
ful, both in the matter of their organi-
sation and personnel, run under cer-
tain policies laid down by Govern-
ment, then in our judgment, that is
going to be an effective approach to
implementing the Govermment policy
progressively.
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Shri C. P. Matthen: Will one work
in another’s region also? '

Shri Shroff: Yes, they will work all

over the country. They .#nust have

an average of lives allljover the

country. You cannot h&ve all the
policies in Bombay, Calcutta or
Madras.

If 1 may say one or two things to
complete the picture, a lot has been
talked about the deficiencies of exist-
ing life insurance business. There
arc already controls under the law.
In the tentative scheme which I am
putting before you, the administration
of the existing law should be made
more vigilant or, if necessary, on pro-
per assessment, even fresh restric-
tions or controls can be brought in.

For instance, one difficulty which
has been experienced in respect of
some companies is the disappearance
of securities. Something like a law
can be prescribed as to the physical
possession of the securities and all
that. Then Government may also lay
down certain general policy for
investment. If this idea is accepted,
the Government may have an Invest-
ment Advisory Board which should
function for all the 10 or 12 group
units in the country. The proposal
that I am making is a constructive at-
tempt to meet all possible criticisms
which have been made, rightly or
wrongly, but they can be met by a
structurc like the one I am putting
before you.

Shri M. C. Shah: You have seen the
Bill. There is a scheme proposed in
the Bill. If you can show how to im-
prove the scheme, that will be helpful
to the Members of the Committee.

Shri Shroff: I must tell you that
there is a fundamental difference in
approach. That is this: You want to
create one monopoly organization.

Shri M. C. Shah: That is the basic
fact. We cannot ignore that. Parlia-
ment has accepted that basic fact that
there should be monopoly so far as
the life insurance business in India
is concerned. The monopoly will be
that of the Government of India.

Chairman: Accepting that funda-
mental fact, you can say how to run
the business.

Shri Shroff: The difference between
me and the hon’ble Member is this:
It is in the concept of profit. When
you say monopoly, I concede that let
Government have the complete
ownership of the entire insurance in
the country and let them be the
monopolistic owners.

Shri M. C. Shah: That monopoly is
there. That is the basic considera-
tion.,

Shri S. K. Patil: How does it con-
flict with this theory of monopoly so
long as the Government is the owner?
As T understand it, you were suggest-
ing that within the four corners of
that monopoly, a competitive spirit
should be introduced so that the
monopoly would be more productive.

Shri Shroff: You are the sole owner
of that business in the country. The
main consideration is how you are
going to run the business to fulfil
your own objective of expanding life
business at a rapid rate in the country
to mobolise the savings and a number
of other objects in the Bill. In our
judgment, the best way to do it is
that you assume complete ownership
of all life insurance business in the
country, but the method by which yvou
should do it whercby you will reduce
the cost is the question. In my judg-
ment the very very big administra-
tive problem, is the running and
servicing of business and also main-
taining a certain element of healthy
competition.

Shri M. C. Shah: So far as life
insurance is concerned, there are 360
million people in the country and if
they want to get themselves insured,
they will come to the Government or
whatever set-up they have. What s
the element of competition there? 1
can understand competition about
servicing, but about the business it-
self, where is the competition?

Shri Shroff: If you allow me to say
so, in the first place, I do not admit
that you have 360 million potential



insurers. I do not admit that you
will at any stage reach that position.

Shri M. C. Shah: Out of 360 million,
there may be quite a good propor-
tion.

Shri Shroff: Whatever it is, the life
insurance potential is very very
limited in comparative terms. If you
consider the per capita income, even
assuming the possible increase in the
next five years, the potential for life
insurance business comparatively is
very limited. Even there, I say the
element of competition will help you
in getting as nearly as possible to the
maximum number of life insurants.
You say that anybody who wants to
insure will come to you. That is my
difference with you. You will never
get the maximum life business unless
you make an approach. What I say
is we will approach everybody who
is a potential lif¢c insurant and get
his business. That is the fundamental
point.

Shri M. C. Shah: I think you assume
that the Government will not appro-
ach. Rather, the Government will
tiry to make every citizen insurance
minded.

Shri Shroff: There is that difference
between our approach and Govern-
ment’s approach.

Chairman: You have started saying
as to what should be the new sect-up
after accepting the policy of national-
isation of life insurance business.
According to you, how best could the
results accrue to us; in what set-up
could this new nationalised cnterprise
function” You can develop on that
idea.

p~ Shri Shroff: I was trying to explain
that although Government might own
the entire industry, it is the matter
«" vunning it which will help you in
ttaining your objectives to the maxi-
mum possible extent. As I was just
saying, I for one think that the insu-
,rance trade which is very anxious to
i cooperate with Government in im-
plementing this policy, want to see
that the essential element of this
blEiness is maintained, that is, you are
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not to wait for the man to come and
buy insurance.

The other suggestion is that you
organize 10 or 12 powerful group
units. Let them be autonomous units.
Let each one exercise its own initia-
tive, its own enterprise in pushing its
business. Let these 12 units compete
with one another in the way each sells
its business and in the way in which
each services its business and you
will see in a period of time that this
healthy .element of competition will
bring the standard of the units to
one high recognised standard and
business will thrice, in a manner
which none of us dare to imagine
today.

Chairman: So your point is that you
don’t believe in one Corporation
running the whole show?

Shri Shroff: I don't.

Chairman: You would like to have
some 8 or 10 units functioning all over
the country without any demarcation
of jurisdiction for each ?

Shri Shroff: Yes, you must have as
wide an..average of business all over
the country. Yeu cannot have all the
life business at Bombay or Delhi. You
must have an average.

Shri S. K. Patil: Now, please give
us some information enlarging the
scope of the thing that you are
suggesting. Hitherto what the in-
surance companies did was to
get as much business as they
could and wherever they could.
By that I mean the difference
between the Government’s stand-point
and your stand-point is this: While
the individual company, even that
group that you suggest, will be anxi-
ous to get business and more business,
the Government’s anxiety is that this
has got to be brought to everybody
in the sense that the rural insurance
must expand, that means, every ap-
proachable man whether he is a
potential insurant or not, has got to
be approached.

Shri Shroff: I entirely agree. It is
laid down in this Bill that this Cor-
poration is going to work on business



lines. Then you say that the corpora-
tion should approach every person to
secure business. For that you must
go into the rural areas. Then you also
say that the Corporation shall be run

on business lines. If I understood
the term “business lines”

‘ correctly,
the corporation should be able to
maintain the expense ratio so that

another objective of the Bill will be
fully maintained, namely, there shall
be absolute protection to the policy-
holder. Absolute protection
policy-holder means that the business
should be so run that the ultimate
return of the money o .the policy-
holder would be safeguarded. Our
experience tells us that you cannot
give perfect protection to your policy-
holders if you allow the expense ratio
to go up.

Shri M. C. Shah: Why do you allow
the expense ratio to go up?

Shri Shroff: I am prepared to stake
my reputation that the expense ratio
will go up if you are going to make
an attempt to run into the rural areas
to get business. It is not that we are
strangers. We have alsh'‘hade an
attempt and we know what It costs
to get business from* rursl aress.

Shri M. C. Shah: I think we shall
have to wait for three or four years.

Shri Shroff: When you get into this
business you will see for yourself that
the expense ratiop for getting business
in an urban area or even in small
towns is very different from trying to
get this business in a rural area. It
is a matter of experience. We had
experience of a number of years.

Chairman: Could you fell us what
are going to be, according to you, the
pitfalls in the arrangement that is
suggested in this Bill?

Shri Shroff: In the light of our
experience we feel that the adminis-
trative problem is going to be so
enormous that what will happen in
the next twelve months or the next
two years is this. People will be
shouting at you that their premium
ootices are not being recelved. People
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will be shouting at you that their
claims are not being paid quickly.
You will be unable to revive the
lapses which are happening in every
company. The administrative pro-
blem is a terrific problem. It is only
when Government get into it and
start grappling with the problem that
they will realise what I am telling
them. I am not saying anything to
frighten a hard-headed administrator
like Mr. H. M. Patel, who has tackled
more difficult problemg than this.

Shri 8. K. Patil: I have not under-
stood why the institution of a corpo-
ration as the Bill suggests will be in
contradiction to the arrangement
which you are suggesting. Suppose
these two ideag are linked up. There
will be 8 or 9 units, very powerful
and autonomous, and the corporation
will be working as a kind of central
body because somebody has to control
these units, preferably the Gcvern-
ment. The Government has got to
operate it through some institution.
That institution is called the corpo-
ration. Could not there be any com-
promise between the corporation
functioning as the central body cr the
main body and these 10 or 12 units
that you are suggesting? Apart from
your answer just now, would you be
kind enough, for our informaticn., to
prepare a scheme, as you feel it, and
circulate it amongst us so that we
can have full particulars about it?
No doubt you have all your exper-
ience of the past. But you are not
filling in the details.

Shri Shroff: It is not possible to fill
in all the details . I do not see any
contradiction between what 1is pro-
posed in the Bill and what I am pro-
posing. I do not see any contradic-
tion. What I am suggesting is an
effective businesslike way of imple-
menting your own objective. . y

p
Shri V. B, Gandhi: Your proposal '
to have the business taken over by 8
or 10 rather independent wunits 1is
based on the difficulty, according to
you of the enormity of the adminis-
trative problem which you believe
one corporation would not be able to



do justice to. Very- well. But, ag you
know, in the Bill it is contemplated
that the business will be split up into
various zones and it is the zonal units
which wotld take care of certain
territories. That is one point.

Now we might perhaps welcome the
idea of having an element of competi-
tion. But in order to get this element
of competition if we are to have 8 or
10 independent units functioning over
the entire area, are we not duplicat-
ing the staff, the services, the arrange-
ments, equipments and all that? Now
how could you tell the committee that
the advantages of competition will
outweigh this incidence of duplica-
tion?

Shri Shroff: If I may answer your
last question first, you are not dupli-
cating. You are aking up the
problem into small sizable works. In
business when we are faced with
similar problems what we generally
do is to reduce the size of the pro-
blem. My opinion is that vou will
make your administrative problem
much smaller in size so that you can
grapple with it properly.

Shri V. B. Gandhi: Would not one
unit operate over the entire territory?
Would not the units be autonomous?

Shri Shroff: They would be autono-
mous.

Shri V. B. Gandhi: Would there not
be duplication?

Shri Shroff: There are 152 compa-
nies operating today. There is dupli-
cation there also.

Shri M, C. Shah: There everybody
tries to get business by running down
others.

Shri Shroff: I am very sorry. but
we do not run down others,

Shri M. C. Shah: Just showing
small advantages, if you do not want
to use the term “running down”. An
agent of company A will go to a pros-
pective insurant and say: these are
the advantages of company A. Agent
of company B will say: we are more
advantageously situated than com-
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pany A. Agent of company C will say:
the other two companies are in a
semi-insolvency state. All of them
will say something of that scrt in
order to induce a person to insure.
But when there is a monopoly and
when there is a guarantee from the
Government of India that all nolicies
are guaranteed by the Goverrment
of India then those elements will go
away. The competition will remain so
far as servicing is concerned.

Shri Shroff: That is where I differ
from you.

Shri M. C. Shah: The guarsniee of
the Government of India is much

more valuable that the guarantee of
others.

Shri Shroff: If you think that
because the Government i3 guarantee-
ing all the policies so there will be a
scramble here and people will rush
at your office to insure themselves, I
submit you are inviting disillusion-
ment.

Shri M. C. Shah: I did not say that.

Shri  Shroff: Of course, Government
guarantee. cannot be compared tc any
other guarantee, But the guarantee
which is offered by some of the
Indian companies today is, in actual
practice, as great as anybody can
desire.

Shri M. C. Bhah: I do not want to
enter into a dispute on that.

Shri Shroff: What is it that a practi-
cal man thinks? He wantg to be
assured that when his policy matures
he would be paid at the right time.
That is the sort of protection he
wants.

Shri M. C. Shah: The protection
given by the Government of India is
always much safer and sounder than
that given by others.

Shri Shroff: In fhat way is it
greater than the protection given by
New India or Oriental?

Shri S. K, Patil: In claims you are
not contesting Government protec
tion?



Shri M. D. Joshi: You say there
should be an element of competition
in life business. At the same time
you suggest amalgamation of differ-
ent companies into 8 or 10 units for
the working of the scheme. Do you
mean to say that the terms and condi-
tions of life policy should be different
in different 2zones and in different
units? Or should they be the same
throughout India?

Shri Shroff: The conditions and
termg of the policy will be uniform
all over India.

Shri M, D. Joshi: Then where is the
element ¢
sedvidet = © -

Shri Shroff: If you put me in
charge of a company and if you put
somebody else in charge of another
company and give us twelve months’
time to work, then you will see the
result. It is the men with initiative
who will run it well.

Shri M. C. Shah: That means we
must have administrators with brains.

Shri Shroff: How will you attract
administrators with brains if you give
them no scope of initiative, enterprise
and exercise of power?

Shri Morarka: You said something
about 10 or 12 units. What I suggest
is: suppose we have this corporation
as it is and we make this corporation
into a holding corporation and the
shares of all the companies, both life
and part of the composite insurance
companies, are transferred to this
holding corporation, retaining the
individual identity of all the compa-
nies, at the -same time transferring
complete, cent per cent ownership to
this Government corporation, would
that not meet with your objective of
providing competition, solving the
problem of administration?

Shri Shroff: You are coming nearer
to my concept.

Shri M. C. Shah: You are nearer to
him!

of competition? . Is it in

A1t

Shri Morarka: There is equal dis-

tance!

You have suggested that companies
which are most uneconomic may be
eliminated and, if necessary, some
amalgamations may be effected either
immediately or in due course. But
after forming this corporation and
making it into a holding corporation
would that solve the administrative
poblem?

Shri Shroff: It will considerably
reduce the tremendous administrative
problem. What I meant by the enor-
mity of the administrative problem
was this. All the large companies are
having their own patterns on which
they do business. Now to reduce all
those patterns into one standardised
pattern is going to be an enormous
job whereas under the proposal I
have made, by grouping together some
of the larger companies, you will con-
tinue to stick to their patterns and
develop them further.

Shri Morarka: My second question
relates to the accountability of this
corporation to the public. It would
be accountable to the Parliament
through the Ministry concerned. In
order to make this accountability
more effective would you not approve
of the idea of issuing 25 per cent of
the shares of this corporation to the
general public, subject to this provi-
sion that no one person can have
more than flve shares in this corpora-
tion, so that there may be no danger
of concentration of power or any vot-
ing? ‘

Shri Shroff: I do not see any parti-
cular merit in a Government-owned
corporation offering shares. If T may
presume to venture an opinion, I do
not think the investing public would
be very enthusiastic in taking the
shares.

Shri Morarka: If the investing pub-
lic does not take shares in the Gov-
ernment-sponsored corporation, that
is a different matter. I am only ask-
ing whether it would be desirable or
it would not be desirable from the



point of view of accountability that
this Corporation should have share-
holders from the members of the
public so that the <corporation may
be required to meet regularly.

Shri Shroff: Why don’t you vest the
same rights in the policy-holders? 1
do not think the public will be able
to do this. You see the experience of
the State Bank of India where the
public do not show very great enthu-
siasm or response to take shares of
the State Bank of India. There is a
certain kind of attitude on the part
of the investor.

Shri Morarka: You must be aware
that there is a recommendation of the
Estimates Committee that all the
future Corporationg of the Govern-
ment must have 33% of the shares
given to the publicc. I am relying
my suggestion on that recommenda-
tion of the Estimates Committee, and
I want to know from you whether it
would ensure the accountability of
the Corporation, or it would not.

Shri Shroff: You will have share-
holders’ meeting and you will get a
few cantankerous shareholders to
raise all kinds of questions about all
aspects of management, That is the
only thing you will get,

Shri Morarka: Now, in the Bill
which is before the Select Committee,
there is no provision for the repre-
sentation of policy-holders in this Cor-
poration. The Corporation which is
to consist of 15 members has no pro-
vision for any representative of the

policy-holders being there. In the
present Insurance Act, all - the
insurance companies are bound to
have some representatives of the
policy-holders.

Surt  Shroff: The policy-holders’
representatives should be one-fourth.

Shri Morarka: Would you suggest
one-fourth for the Corporation, or
would you suggest anything else?

Shri Shroff: If you want to bring
it down in the Bill, I agree with you.
You might make a provision. You
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in the Select Committee will be able
to advise the Government and to
suggest that out of the 15 members,
there may be 3 or 4 or 5 representa-
tives of the Policy-holders. This js a
fundamental thing.

Shri Morarka: I am only asking
whether as a measure of precaution
there should be a provision in the
Act or whether there need not be.

Shri Shroff: I entirely agree with
that. If the provisions of the Bill are
to bear any relation to the objects of
the Bill, there must be a specific
provision that the policy-holders should
be adequately represenied on ihis
Corporation, because the first object is
to give absolute protection to the
policy-holders. How will you give
absolute protection without the policy-
holders’ representatives being ade-
quately represented in the Corpora-
tion?

Shri Morarka: You have stated
about an Investment Advisory Board.
After this Corporation comes into
being, all the investments of the
different insurance companies would
belohg to thid Cotporation, and it may
be that this Corporation may control
some of the companies other than
insurance companies. What formula
or what set-up would you suggest for
the mamagement of these’ companies?’

Shri Shroff: 1 am glad you are
asking me this question. I would very
strongly recommend to the Select
Committee that the restrictions placed
in clauses 27 and 27A of the Insurance
Act should be made applicable to the
working of this Corporation. I am
saying that for one or two important
reasons of national interest.  There
are already Rs. 350 crores or more of
funds which would be vested in
Government, and life offices have a
tendency to multiply geometrically.
In course of time, the Corporation
will come to have very very subs-
tantial funds. Under clauses 27 and
27A of the Insurance Act, restrictions
have been placed on the investment of
life funds. Apart from the few
practical difficulties experienced by
us in implementing these provisions.



we have found that these restrictions
are of a healthy and sound character.
You are replacing the collective judg-
ment of various rcople on the affairs
of various ~ompanies by these 15
merlaus of the Corporation, whoever
they may be. Their qualifications are
not laid down in the Bill. One does
not know who they may be. After
all, it is not only the question of
giving protection to the policy-holder
but the whole nation will be interested
in this behalf. In order to impress
the nation that these funds are going
to be judiciously invested, I would
strongly recommend the continuance
of the restrictions and conditions laid
down in clauses 27 and 27A. After
all, Government are not acquiring life
insurance business to introduce, if I
may be pardoned for saying so,
nationalisation @ of industries by
acquiring control of various compa-
nies. Insurance funds are to be
invested on merits: that they are safe
and sound in the investment and that
they will yield reasonable return, these
should be the main considerations. I
suggest that the funds shculd not be
allowed to be used fcr purposes other
than the purposes of protection of
the policy-holders. Therefore,
tinuance of the restrictions laid down
in clause 27 and 27-A, 1 recommend
should be imposed on the Corporation
as they were imposed hitherto on life

companies.

Shri T. N. Singh: You have stated,
and I believe I have understood you
correctly, that in order to introduce
an element of competition, you want
certain independent units, eight or
ten, or whatever the number may be,
and that the competition will be con-
fined to rendering service but not in
the matter of rates. Am I correct that
the element of competition will be in
regard to services like approaching
the client and giving him all facilities,
and not in the matter of the policy?

Shri Shroff: The way you organize
your unit, the way you train your men,
these are going to be the main factors
in developing insurance in this coun-
try.
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Shri T. N. Singh: One very impose-
tant element of competition which
leads to better business is the price
which has to be paid, the competitive
advantage that a particular manufac-
turer can offer for a commodity to the
consumer. That is a very important
element. But that will be lacking in
this. Is that not so?

Shri Shroff: That is so.

Shri T. N. Singh: There is also
another aspect, and I believe you are
not unaware of the psychology that
when too many people run for the
same thing, it creates also an adverse
impression in the mind of the pur-
chaser as to why so many people are
running for it and he may fight shy.

Shri Shroff: You will also admit
that if he has to buy only from &
monopolist he may perhaps get more
shy.

Shri T. N. Singh: There is that ele-
ment also. I want to know what
difTerence does it make if instead of
10 pcrsons sending 20 canvassers only
one person sends 20 canvassers.
What actually does that amount to?
What is the difference if numerous
canvassers approach the policy-holder
and look to his needs and try to get
him all the advantages possible? What
difference does it make if A sends 10
canvassers and B, C, D, E and F send
only two each, that is, in all, 10
persons? The territory is not limited.
So, without limited field of approach
to the future policy-holder, how is
that in any way going to be diffe-

rent?
Shri Shroff: The difference is
obvious. If I was running one unit,

I would be careful in selecting my
agent. My agent will be a trained
agent, and therefore his work is
likely to produce better results. It is
by the selection of the agent and the
training given to the man who goes
out to get the business that you will
produce much better results.

Shri T. N. Singh: Do you think that
the assurance that the present field



warkers will be continued should not
have been given?

Shri Shroff: I do not know who has
given the assurance.

Shri T. N. Singh: The employees,
the workers in the insurance fleld,
will continue. That is one of the
assurances given. Now, we have to
be careful and we should authorise
these seven or eight units to weed
them out.

Shri Shroff: You will have to give
initiative to these independent units.

Shri T. N. Singh: Do you like this
assurance to be removed?

Shri Shroff: We do not accept this
scheme.

Shri T. N. Singh: Supposing we
accept your proposal, all this will
follow and the assurance need not be
glven, and some persons will have to
lose their job on merits.

Shri Shroff: All this will follow, if
you accept our proposal.

Shri T. N. Singh: Then we go to the
question of investments. Now, you
have stated that the clauses of the old
Insurance Act, namely 27 and 27A
should be observed. One of the ob-
jects—about which no secret has been
made—is that a larger proportion of
the nation’s savings should go to
national undertakings or to private
enterprise also through national
organizations like the Development
Corporation, the Finance Corporation
and others. So, in that context, if a
low proportion is deducted, do you
think that this objective will not be
met? :

Sbri Shroff: After all, what is the
over-riding consideration? You want
to protect the position of the policy-
holder. Therefore, the over-riding
consideration in the investment
policy must be such that you do not
take unnecessary risks with the
policy-holders’ money. You may
invest it in national efforts but at the
same time you must see that the
investment is a sound investment and
that it will give you a reasonable
return.
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Shri T. N. Singh: You think that the
principle and nature of the invest-
ment as defined in clauses 27 and 27A
of the Insurance Act are the last word
on the subject?

Shri Shroff: They have been known
in practice for so many years and
they have been found to be working
satisfactorily. ‘ -

Shri T. N. Singh: But circumstances
have changed, the needs of the nation
have changed and requirements have
changed. In the light of these changes,
would you not envisage any change in
clauses 27 and 27A?

Shri Shroff: If you study the provi-
sions of clauses 27 and 27A of the
Insurance Act, they give you sufficient
scope. 50 per cent of the funds can
be invested in so many things. You
have enough scope for investment of
funds up to 50 per cent.

Shrl T. N. Singh: I want to know
from you not as to what I feel or the
Committee will feel or the Parliament
will feel. Now, about this proposal
which you have just referred to re-
garding a holding corporation, would
you ordinarily prefer a holding Cor-
poration? In that case, there are a
number of companies which are at
present functioning and their rates
are according to sound lines or un-
sound lines on which they have been
running. They cannot quote certain
rates because of their limitations. In
that case, don’t you think that it will
upset the structure of those small
companies, or whatever they are, and
upset their working if they are made
to work on a uniform rate?

Shri Shroff: That should be ration-
alised. If you find that there are units
which are not economic, they should
be rationalised and they should be
amalgamated and carried on to the
larger group.

Shri Tek Chand: Will you kindly
dispel my ignorance and enlighten me
on one or two suggestions which have
been made by you? To my mind, the
scope of competition within a larger
unit, within the framework of mono-



poly will be virtually circumscribed in
view of the following facts.

The competition will be restricted
to merely competition and canvassing
or to use your language, competition
in selling the insurance to the people.
Therefore, the scheme is the same, the
premium will be the same, security to
the policy-holders will be the same
and $o far as promptitude or want of
promptitude in the matter of order-
ing claims of the policy-holders is con-
cerned, that too will be the same....

. Shri Shroff: It will not be the same.
That is where this element comes in.
What I am suggesting is that under
independent units run by people on
their own initiative, there will be
different standards of service leading
to the establishment of the highest
standard of service.

Shri Tek Chand: The positjon is that
the insurer is the Governhment. So
far as competition is comcerned, they
will be hawking the wared’ of the
Government and will be advocates
engaged in the work of"##ifiding or
Indyicing the people to mccept it......

bhrl Shroff: But that“’bﬁhgs in busi-
ness;,

%hrl Tek Chand: What is the ele-
xhent of competition there? ~ When
there are four, five, seven or eight
competitive units, the question will
be whether you let them tap the
wvillage people or the urban people....

Shri Shroff: I mean competition in
organising the business, competition
in running the business and competi-
tion in servicing the business.

Shri Telkikar: Your idea regarding
the flexibility of operation? Is it that
you want to give some autonomy in
the working of the offices? Do you
mean to say that the persons employ-
ed on commission basis will be prefer-
able to the personnel employed on
salary basis?

Shri Shroff: Under the scheme of
the business, you are making the
organisation so rigid. But if you have
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8 or 10 autonomous bodies on the basis
where you can produce business, then
you bring the element of competition.

Shri Telkikar: So, this commission
basis would be the incentive as far as
urban areas are concerned when you
look to the quantum of business. For
instance, you see the difference: If you
go to rural areas, you shall have to
approach more number of people and
get less money. So, this incentive will
not work in rural areas, which is the
objective of the Bill. Therefore, would
you like to......

Shri Shroff: I have sounded a note
of warning to the Government in this
connection that if in the larger inter-
ests and greater anxiety to get busi-
ness in the rural areas they go there,
their expense would be pushed up to
such a level that they will find it
impossible to do so.

Shri Telkikar: So, in rural areas,
you shall have to send people who are
allowed to work on salary basis.

Shri Shroff: There are other ideas in
my mind. How can they enter in.the
rural areas—not on the basis of mass
rate?

Shri Telklliar: What suggestion you
can make if we are to be successful
in rural areas?

Shri Shroff: Mr. Chairman, I do not
think it is possible to discuss little
details here.

Shrimati Sushama Sen: May I know
what would be the incentive for the
corporation to render better service to
the poliy-holders?

Shri Shroff: All these things can be
judged from the results produced.

Shrimati Sushama Sen: Could you
give any idea of the results?

Shri Shroff: The unit which is able

to organise the business better, which

is able to render more prompt and
effective service will ultimately suc-
ceed in getting larger business. Their
efficiency will be reflected in the
results that they produce.



Shri Sadhan Gupta: Following that
question, I want to know what would
4e the inducement for the corporation
to get greater business. It is not a
corporation which will distribute its
profits to the members of the corpora-
‘tion.

Shri Shroff: If you have groups of
units or units, you will have to pay
some fee for running and managing
these units. They are to function as
autonomous units. Therefore, some
managerial fees will have to be fixed
for that.

Shri Sadhan Gupta: Is it not possible
to achieve the same object by suit-
able incentive—monetary or other-
wise—for better procuration of busi-
ness and better service?

Shri Shroff: I am unable to under-
stand the question.

Shri Sadhan Gupta: I do not know
what kind of managerial fees you
have in mind. Whatever managerial
fees you have in mind, such fees can
be paid to the members of a monopoly
corporation for rendering better ser-
vice to the policy-holders, for showing
greater volume than the last year and
for liberalisation of policy conditions
consistent with econonty and consist-
ent with scientific actuarial basis.
Can’t that be done?

Shri Shroff: If these groups are
formed and if they are allowed to
sponsor the business, they will have
to recruit the best men. I very much
doubt about the capacity of a single
corporation to recruit men who, in
spite of the fees, will produce good
results.

Shri Sadhan Gupta: Do you think
that multiple corporations will do the
thing? Don’t you think that multiple
corporations, on the other hand, would
involve a tremendous wastage of
national resources by way of expendi-
ture?

Shri Shroff: I do not agree. You
will find ultimately that the organisa-
tion will be more economical.

Shri Sadhan Gupta: Don’t you think
that instead of one branch, about four
or five will have to be established in
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each place with all the consequent
expendxture? L et

Shl'l Shrdﬂ Not necessarlly

Shri Sadhan Gupta: Regarding the
investment policy is it not desirable to
take into account slso the long term
view of the national interest and
national economic progress of the
country as a whole instead of only
the short-term view of return to
policy-holders?

Shri Shroff: I submit that sectiong
27 and 27A provide for sufficient scope
for short-term and long-term for
investment of funds. That is exactly
the basis on which we have been
investing the funds of our companies
for all these years.

Shri Sadhan Gapta: Do you not
think that the ultimate return to the
nation which private enterprise is not
in a position to..... .

Shri Shroff: Subject to the over-
riding consideration that the interests
of the policy-holders are at all times
safeguarded.

Shri Sadhan Gupta: In this case it is
safeguarded.

Shri Shroff: But is it sound? Gov-
ernment should be prepared to do that
because they will not be able to pro-
tect the policy-holders by a wise
management. I suppose it is not
visualised by anybody, much less by
the member in charge, that Govern-
ment are going to find money to......

Shri Sadhan Gupta: So, you mean
that the interest of the Government
is to be safeguarded......

Shri Shroff: I submit that it is
because some of us have fearg of this
character that we strongly recommend
to you that the restrictions laid down
in the present Act should continue. If
you want to give unqualified protec-
tion to the policy-holders and if
you also want to provide some
bonus to be paid to the policy-
holders, your investment cannot be
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based on what you congider as long-
term basis. The hon, Member gays that
investment of life funds should be
made on a long term basis. You are
certainly free to do so. Under the pre-
sent provisions of the Act, you invest
your funds in such a way that you
should at the end of every three years
leave something to distribute........

Shri Sadban Gupta: May I know
what your fears are if sections 27 and
27A are removed?

Shri Shroff: I want the continuance
of that policy and I want that to be
safeguarded. If you are going for jn-
vestment, you may not be able to ful-
fil that objective. I have very seri-
ous fears. First of all, who are going
to be the members of the corporation?

Shri M. C. Shah: They are all very
good people.

Shri Shroff: The hon. Member may
be aware that sometimes people whom
we consider as good may not be good
business people.

Shri K. S. Raghavachari: You were
prepared to have monopoly and State
ownership; but only you want other
autonomous units to work with
ull the advantages that you have
referred to. Cannot the same thing
be done by the present corporation
defining certain policies only and leav-
ing the zonal units that they wish to
set up to be fairly autonomous in
destiny with the details beyond the
things settled by way of policy?

Shri Shroff: You and Mr. Morarka
are in perfect agreement on that.

Shri Matthen: You mentioned the
creation of several autonomous units
and you also said that the rates of
premium must be the same, ete. You
mean that there should be independent
actuarial valuations for the units. If
the valuation of one company warrants
a higher bonus or even a lower pre-
mium, the premium will be diffe-
rent. Would you object to that?

Shri Shroff: I would suggest that if
the Government are going to have the
monopoly, the premium rates rnust be
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uniform. The bonus should vary,
because that will contribute to the
efficiency of the independent working
of the unitts,

Shri Matthen: That is all right.

Then, Mr, Morarka was asking you
about the present position of some
insurance companies who have very
large investment in industrial under-
takings. They may be textile mills,
sugar mills, etc. What is your pro-
posal for looking after these under-
takings in an efficient businesslike
way? Am I clear? I am only asking
you in view of Mr. Morarka’s question.
that there are several industrial under-
takings which are actually being
owned by the Insurance companies
and which come along with the in-
surance companies that Government
are taking over; do you suggest any
machinery for looking after them pro-
perly?

Shri Shroff: I would suggest tnetr
aisposal.

Shri Matthen: I am told that in
U.S.A. which has the highest standard
ir the matter of production, there are
industrial corporations. Take for ex-
ample a big soap manufacturing cor-
poration. Of course, you know more
about the American business than I
do. I would like to know whether it
is a fact that they allow competition
between the different units of the
same corporation in a particular line,
say, washing soap and they even allow
competition to the extent of cut-throat
competition. 1s this information
correct?

Shri Shroff: 1 know ot a very large
American corporation where the units
are allowed to compete with one
another,

Shri Matthen: The same corporation
allows different units to compete with
one another. Are you suggesting any-
thing on the model of the French
nstionalisation?

Shri Shroff: 1 personally would like
to have our nationalisation to be as
equal as possible to the French
nationalisation.



Shri Matthen: You give preference
to the French model?

Shri Shroff: Yes, with a few modi-
fications to suif our conditions.

Shri Matthen: Assuming that you
prefer the French model, you would
like different units?

Shri Shroff: It is much simpler.

Shri Matthen: It is one of the objects
of the Corporation to tap the rural
area. In the rural area, it may not
be paying for the Chief Agent or the
Agent working on commission to get
business. Would you recommend the
rural area being controlled by paid
men”?

Shri Shroff: By paid men, by mobile
agencies,

Chairman: You know the trend of
questions from various quarters in the
Committee and you have yourself
suggested a structure which possibly
may not fit jn into the structure of the
Bill as framed. Now taking the basis
of the Bill, is there any possibility of
making improvements?

Shri Shroff: I can’t say now, because
I don’t have any material.

Shri S. K. Patil: Would you give
those détails, as suggested?

Shri Shroff: If desired, I will.

Chairman: We would welcome any
suggestion coming from people who
nave experience in the line, if they
can put their heads together having
tn mind the fundamental policy of
nationalisation. Secondly, there should
be the least dislocation, as far as
possible, both with regard to the pre-
sent function and with regard to the
pasis that the Government have
accepted. We will have to do some-
thing and try to fit in these things.
If some of you could sit down and put
your heads together and see if there is
anything useful that you could con-
tribute to the deliberations of this
Committee, it would be helpful.

Shri Shroff: Wé are entirely at your
disposal.
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Chairman: Supposing there are any
proposals coming forward as a result
of consultationg among those who
know the job, then it may be useful
at a later date, If necessary, we may
even invite you again depending on
the necessity as a result of the pro-

posals made.

Shri Shroff: We shall be only too
glad to be of service.

Shri M. C. Shah: May I suggest that
the French example is not at all
applicable to the nationalisation as
envisaged by the Government? There,
part of it is run by the Government
and the rest run by the private sector.
It is being done in other countries,
posgibly in New Zealand or so. That
will be incompatible here.

Shri Shroff: One thing to be con.
sidered is this: The few companies
which are nationalised—all the big
companies are nationalised—whether
they are operating now as nationalised
companies. That is important.

Shri M. C. Shah: As a matter of
fact, they have allowed private com.

panies to run in competition with
these companies,

Shri Shroff: You might eliminate
that and say that only these nationa-
lised companies are allowed to operate
as independent autonomous units.

Shri M. C. Shah: Therefore, the ele-
ment of competition has to be brought
in, because there are other private
companies also in the same business.
That is being done in New Zealand
also. Here the position is quite the
reverse. There will be only the mono-
polistic state of affairs. The Govern-
ment of India will have the monopoly
of life insurance business and the
corporation of the slze, as you say,
will be more or less autonomous. Can
You suggest something just to supple-
ment the scheme that has been
envisaged?

Shri Shroffl: We are making these
suggestions to you to enable you to get
the best out of the worst. We give
you nationalisation, we give you
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monopoly and in the actual working
of it, we want to introduce an element
of competition which will enable you
to fulfil your objective much more
effectively than you would do under
the scheme in your Bill.
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Shri 8. K. Patil: You can give an
elaborate note on that point.

Chalrman: You can give us a note
if there is something substantial.

(Witnesses then withdrawn).

(The Committee then adjourned).
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(Witnesses were called in and they
took their seats).

Chairman: What is your member-
ship?

Shri J. D. Dhingra: 50.

Chairman: When was your Associa-
tion established?

Shri J. D. Dhingra: A year ago.

Chairman: Is it spread all over the
country?

Shri J. D. Dhingra: Yes.

Chairman: Besides the points you
have mentioned in the Memorandum
if there are any other special points
which yau want to mention you may
do so, taking one point after another.

Shri J. D. Dhingra: Our Association
has wholeheartedly welcomed the

Government’s decision to nationalise
life insurance business.

Chairman: You need mention only
the points.

Shri J. D. Dhingra: In a speech in
Lok Sabha the hon. Finance Minister
made certain references to the Chief
agents. He sald:

“Asg regards chief agents who
up till now had jurisdiction over
certain territories they, I am
afraid, will have to go. Under
the changed condition it would
not be proper for us to continue
them. I may add that the trend
over the last decade has been
towards the elimination of chief
agents and their substitution by
branches.”

I have certain important facts to
give in this connection.

Chairman: Do you want the chief
Agency system to be maintained.

Shri J. D. Dhingra: We want the
chief agency system to be maintained.

Chairman: How do you want them
to be absorbed? What is the method
by which you would like.

Shri J. D. Dhingra: We would like
to say that both the systems should
be continued—the branches as well
as the chief agency system.

Chairman: Do you mean to say
there should not be any change?



Shri J. D. Dhingra: There will be
changes.

Chairman: 1 would like to know
what change you would recommend.

Shri J. D. Dhingra: We would
recommend that there should be a
re-organisation committee which will
£o into the whole question of integra-
tion of the two systems—chief agency
and branch systems.

Chairman: Why not the Select Com-
mijttee do this work?

Shri J. D. Dhingra: Certainly the
Select Committee can do that.

Chairman: How can the chief
agents be fltted into the new scheme
of things?

Shri J. D. Dhingra; We want that
certain areas may be earmarked for
the chief agents. In the new set-up
certain administrative areas may be
handed over to them within which
they will work,

Pandit K. C. Sharma: You want a
separate region for that system?

Shri J. D. Dhingra: Either a
separate region or within the same
region separate areas may be ear-
marked.

Chairman: What is the idea? You
want this corporation, the zones, the
divistons, the sub-divisions, the
branches and then you want certain
areas reserved for the chief agents.
How does it fit in? 1 have not yet
been able to grasp it.

Shri J. D. Dhingra: In India at pre-
sent many insurance companies are
working on both chief agency as well
as branch system basis.

Chairman: Should we not forget
what it is today? We are now re-
organising the whole thing. How do
you re-organise it and how do you
suggest the absorption of the chief
agents in the new scheme of things?
We have to take note of fact that
there is going to be a new situation.
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In that new situation how are you
going to fit in the chief agents?

Shri J. D. Dhingra: In India even
today there are companies which are
working on both the systems. There
are established companies working
both systems.

Chairman: You are talking about
the present. I am talking of the
future. You want to maintain the
present in the future.

Shri J. D. Dhingra: No. The future
corporation will be like that of a big
company of today. It will have just
a monopoly of business. Within the
same geographical bounds of the
country both the systems can work.

Chairman: At the same time and in
the same place?

Shri J. D. Dhingra: Just as the
various branches will have different
areas, all the various zones will have
different areas earmarked. The
branches as well as chief agents can
have separate areas earmarked,

Chairman: You want separate areas
for both?

Shri J. D. Dhingra: Yes.

Chairman: In some places chief
agents and in some other places
branches, is that the idea?

Shri J. D. Dhingra: Yes.

Chairman: You want separate
domains for ~chief agents and
branches. How much do you want to

reserve for the chief agents?

shri J. D. Dhingra: We suggest that
even for purposes of comparison,
roughly one zone may be earmarked
for the chief agents so that ultimately
Government and Parliament could see
the comparative output of work under
the two systems in the next flve years.

Chairman: You want one zone with-
in the whole country or you want one
division in each zone?

Shri J. D. Dhingra: We want either
one zone in the whole country or a



division in each zone. We want either
of the two. :

Shri M. C. Shah: May -1 know whe-
ther it is a fact that since 1960 the
trend of the insurance companies is to
eliminate chief agents and to have
branch offices? The contracts that are
being terminated are not being renew-
pd, Is it a fact?

Shri J. D. Dhingra: The f{act is
while the number of chief agents in
India has gone down, the volume of
business done by the chief agents has
actually increased very much more as
compared to the rate of progress of
the branches.

Shri M. C. Shah: I am not concern-
ed with the volume of business. I am
talking of the trends.

Chairman: What does the trend
show? Is it towards elimination or
is it towards increase?

Shri J. D. Dhingra: The number of
chief agents has gone down.

Chairman: What about the trend?
Is it towards elimination?

Shri J. D. Dhingra: I think there is
an impression that the chief agency
system has outlived its utility. I
would like to correct that impression.
I certainly maintain that the system
of chief agents has been very success-
ful in India, particularly during the
last five years.

Chairman: Instead of introducing
that system, various companies are
trying to eliminate that system.

Shri J. D. Dhingra: In 1950 there
were 205 insurance companies in
India. In 1955 there were only 165.
The other 40 companies were either
amalgamated or they left the field.
Those companies were run on the
chief agency system. The spade work
in insurance was done by the chief
agents. The chief agency system has
not outlived its utility. On the other
hand, I submit that the. rate of expan-
sion of business under the chief
agency system has been as much as
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40 times and I can quote certain
figures to prove that in India during
ihe period 1949—53 the total life in-
surance business increased from
Rs. 142 crores to Rs. 155 crores,
which means an increase of Rs. 13
crores. This represents an average
rate of expansion of about 9 per cent.
As was rightly said, most oi( the
business was done under the branch
system. So this rate of expansion
can be treated as rate of expansion
of the branch system in India. In
the case of chief agency system the
rate of expansion has been as much
as 570 per cent. or 650 per cent. and
in no case has it been less than 50
per cent. That certainly shows a
much faster rate of expansion. If the
nation's needs are mobilising the
people’s savings faster, then certainly
the chief agency system lends itself
towards that end. So we cannot say
that the chief agency system has fail-
ed. We cannot admit that the trend
has been towards its elimination for
various reasons.

Chairman: What are the
reasons?

other

Shri J. D. Dhingra: As I sa'd, the
last five years have been a period of
consolidation. Though the number of
insurance companies has not increas-
ed the total business has expanded.
While in the beginning the figure
stood at Rs. 780 crores, at the end of
the period it increased to Rs. 1059
crores. .That does not mean that life
insurance has become less popular.

Chairman: Nobody has questioned
that. You need not propound tneories
which are not contested. Just tell us
why was it that the companies by a
deliberate  policy tried to eliminate
chief agents and to establish branches,
which you have admitted. You can
give reasons for that.

Shri J. D. Dhingra; The main teason.
for that was this. All the 45 companies
which had chief agency systems have
elther left the business or merged
with others.



Chnirman: Have you any figures
with regard to the chief agents of
those 45 companies?

Shri J. D. Dhingra: They were all
small companies. Most of them start-
ed with the chief agency system.

Chairman: Having started with that,
they tried to eliminate that system?

Shri J. D. Dhingra: They were
small companies and if there had been
no chief agency system they would
have gone out of operation much
earlier,

Shri M. C. Shah: If that is so, why
do all the big companies prefer to
have the branch system? Why is the
trend like that?

Shri J. D. Dhingra: Let us see the
result of it.

Chairman: First we are concerned
with the trend. What are the present
companies doing with regard to the
chief agency system?

Shri J. D. Dhingra: I have not got
the exact figures as to how many

chief agencies were converted into
branches.
Chairman: You have not got the

figures.

Shri J. D. Dhingra: 1 do not think
anybody has got those figures.

Chalirman: Possibly other agencies
might be able to supply the figures.

Shri Venkataraman: You represent
only the chief agents of foreign com-
panies here or all the companies?

Shri J. D. Dhingra: All the com-
panies.

Shri Venkataraman: In your
memorandum ybu have quoted only

“the foreign eompanies.

Shri J. D. Dhingra: I can give you
a list of all the Indian companies
‘whose chief agents are members of
our Association.

Shri Venkataraman: Is it true that

so far as foreign companies are con-
cerned greater reliance is placed on
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chief agency system while all the
Indian companies tend to have branch
system? With regard to the foreign
companies are all of them having
exclusively chief agency system?

Shri J. D. Dhingra: Sun Life Insur-
ance Company has branch system.

Shri Venkataraman: Leaving Indian
companies, is there any other company
which has branch system?

Shri J. D. Dhingra: As far as we
know, there are some others too. But
Royal also has got chief agency sys-
tem.

Shyi Venkataraman: Is it not a fact
that Norwich Union, Royal and North
British account for the bulk of the
foreign business in India?

Shri J. D. Dhingra: Yes.

Shri Venkataraman: Only foreign
insurance companies rely very much
on the chief agency system. The
Indian companies do not rely on this
system.

Shri R. N. Chatterjee: Many of the
existing big Indian companies, for
instance, Bombay Mutual, Empire of
India, Bombay Life and others, start-
ed on the basis of the chief agency
system. All the companies which have
the chief agency system have played
their role well.

Shri M. C. Shah: You have mention-
ed the names of three companies. But
those three companies are simply
waiting for the expiration of the
period of contract. They are having
10 years’ contract and they are just
walting for the expiration of that
period.

Shri J. D. Dhingra: No, Sir. As far
as Norwich Union is concerned, they
are working exclusively on chief
agency basis.

Shri M. C. Shah: You must remem-
ber that about Empire of India I know
much more than you do.

Shri J. D. Dhingra: So far as the
British companies are concerned, 1



can certainly say that they are not
marking for the deadline of 1860.

Shri Venkataraman: That is exactly
my point. The foreign insurance
companics rely cn the chief agency
system Dbecause of their efficiency?
But the Indian insurance business is
changing over to the branch system.
You said that the Bombay Life In-
surance Company had the chief agency
system, but what is the tendency in
Bombay Life today? Have they not
changed the chief agency system for
the branch system?

Shri R. N. Chatterji: Probably it
suits them better. They might have
their own reasons. If we know the
reasons, we might be able to meet this
particular point.

Chairman: Now, so far as compen-
sation is concerned, there has been
some mention of compensation being
given for the termination or altera-
tion of the chief agency contract. Is
that so?

Shri J. D. Dhingra: Yes.

Chairman: What is the sort of com-

pensation that is expected for this
termination?

Shri J. D. Dhingra: We want that
all the renewal commission on busi-
ness completed up to the date of
termination should be continued to be
paid to the chief agents.

Chairman: Hasg it been the practice
in the past when agencies were termi-
nated? You want that whatever js the
practice prevalent today with regard
to the termination of contracts of chief
agencies should be continued. Is that
8s0?

Shri J. D. Dhingra: Apart from the
question of practice, there is the ques-
tion of equity. This is a question
affecting a whole class of people who
are chief agents. Unless this is done,
when one looks at it the ends of equity
and justice will not be met.

Pandit K. C. Sharma: Lét us know
how these chief agencies were termi-

Mr. Chairman: Whenever there wag
a case to terminate the contract, what
was happening till now?

Shri J. D. Dhingra: In the case of
contracts which terminated in 1980, I
am definite that all the chief agents
got the continuation of their over-rid-
ing commission, and in certain cases
the Courts awarded them the dues.

Shrimati Sushama Sen: On the basis
of the average, what do you think
would be paid monthly to the chief
agents? I mean on an average for
about 10 years, what would the chief
agents have been earning? What would
be their emoluments if fixed on a
monthly salary basis? How much do
you think the chief agents would ex-
pect?

Shri J. D. Dhingra: The chief agent’s
emoluments have been based on the
business. His emoluments will depend
on the amount of businets he has been
doing.

Shrimati Sushama Sen: Can you not
give us an idea of what his earnings
are?

Shri J. D. Dhingra: They have been
varying from 24 per cent. up to 15 per
cent. on first year's premiums, On this
basis, if it is worked out, in the case
of chief agents the total cost has
been very much less as compared to
the branches. The chief agent has
been running the business on a very
much more economical basis,

Shrimati Sushama Sen: If that is so,
why are the chief agencies being termi-
nated? If the chief agents are doing
good business, why are they being
terminated?

Shri J. D. Dhingra: For many insur-
ers, the cost may not have been the
only consideration. In the case of
Bombay Mutual, I can give the figures
to show that their converting chief
agencies into branches has increased
their renewal expense ratio. So, cost
is not the only consideration. In the
case of Bombay Mutual the renewal
expense ratio before they converted
their chief agencies into branches was
13, 14 and 14 per cent. for the years -
1947, 1948 and 1949 respectively. That
means an average of 13:7 per cent. ..



before they converted their chief
agencies into branches. After conver-
sion the renewal expense ratio rose to
17-4, 16°8 and 15:9 per cent. for the
years 1962, 1863 and 1854 respectively,
which is much above 137 per cent.

Shri B. R. Bhagat: Does this include
the renewal expenses of the branches
as well as of the chief agencies which
were terminated?

Shri J. D. Dhingra: Yes.

Shri B. R. Bhagat: It is not a cor-
rect statement to say that only because
the chief agencies have been convert-
ed into branches their expenses have
gone up. This cannot be because the
cost includes, as you admitted, the
renewal expenses of the chief agents
as well,

Shri J. D. Dhingra: After 1950 there
have been branches. Before 1950 there
was only the chief =zgencies. After
1950-51, there were just two or three
chief agencies left under the Bombay
Mutual whereas before that the whole
of Bombay Mutual worked only on
the chief agency basis.

Shri M. C. Shah: Your plea that if
the chief agency system is abolished
and branch offices are opened the ex-
pense ratio will go up cannot be
sustained.

Shri J. D. Dhingra: 1 have cited
the case of Bombay Mutual.

Shri M. C. Shah: One case cannot
prove the whole matter. If your plea
is that if the chief agency system is
abolished and branch offices are open-
ed, the expense ratio will go up gene-
rally, then you may advance that
argument. There is no use quoting
one case. The facts about the expenses
of Bombay Mutual are not known to
this Sclect Committee,—whether their
expense ratio increase was due to this
or that. What is the general proposi-
tion that you propose to advance? If
it is your proposition that if the chief
agency system is abolished and branch
offices are opened, the expense ratio
will go up, then you may contend like
that.
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Chairman: You must give us only
the general trends. Now, there may
be chief agencies being abolished in
several cases. What is the position in
regard to all the cases as a whole?
Owing to the abolition of the chief
agency system and substitution of
branches, has this resulted in very
much cost? Have you got flgures to
prove that? i

Shri J. D. Dhingra: Ours is only the
Chief Agents’ Association and there-
fore we have no approach to the
branch organisations, and as such we
ourselves are not in a position ta give
the detailed figures. If this Committee
can call for these figures, I am sure
that they will be very revealing.

Shri M. C. Shah: When was
associatipn formed?

your

Shri J. D. Dhingra: One year ago.

Shri M. C. Shah: Iz it one year ago
or after the Ordinance?

Shri T. Subrahmanyam: What is the
date on which your Association was
formed?

Shri J. D. Dhingra: I do not remem-
ber.

Shri B. R. Bhagat: There are two
associations, I suppose., The other one
is the All India (Life) Chief Agents’
Association. I do not know when the
other association was formed.

Shri J. D. Dhingra: That is an older
body. But today we have more mem-
bership and we have collected our data
from all over India and we are co-
ordinating our activities with that
body.

Chairman: May I take it that all
that you want is that this system is
continued in some form or other, or
supposing it is decided that this system
need not be allowed to continue, you
want that the present practice of con-
tinuing the commission being paid
should be there. Is that so?

Shri J. D. Dhingra: That practice, I
was trying to explain, hag been only



in individual cases. I would therefore
request that that practice should be
extended to all cdses because of the
special considerations and because of
equity and justice.

Chairman: You want that practice
to continue for all, wherever there is
a case for abolition. If there is any
alteration in the contract, what would
you suggest?

Shri J. D. Dhingra: I would suggest
that on the basis of the past business,
renewal commission should be conti-
nued.

Chairman: Do you suggest
that a deflnite provision be made in
the Bill so that chief agents and chiet
agency staff are absorbed in the Cor-

poration? Is there any specific sug-
gestion?
Shri J. D. Dhingra: We have sug-

gested that clause 8 may be suitably
amended so that our over-riding renew-
al commissions are guaranteed.

Chairman: I am now referring to
the absorption of the chief agents and
the chief agency staff. Have you any
constructive suggestion to make about
this?

Shri J. D. Dhingra: We would request
that clause 10 may be suitably amend-
ed to include the staff of the chief
agencies,

Chairman: You mean that while
referring to the employees of the com-
panies, the definition should be such
as to include also the stafl of the chief
agents? So, you don’t want to absorb
the chief agents?

Shri J. D. Dhingra: We do not want
to have a legal claim for the chief
agents.

Chairman: We are not talking about
any legality. We are talking abdut ab-
sorption of chief agents; legal or not
legal is a different matter. I wanted to
know your views.

Shri J. D. Dhingra: We feel that
these chief agents are very experienc-
ed people, and with due regard to their
qualifications and experience they
snould be suitably made use of
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because there is the national interest
involved.

Shri Sadhan Gupta: You have sug-
gested that definite areas should Be
marked out for the chief agents and
for the branches. What is the number
of chief agents in India?

Shri J. D. Dhingra: It is about 250.

Shri B. R. Bhagat: The number is

248.
Shri Sadhan Gupta: Even then, that
does not make much difference. You

want 250 areas. Do you think that it
is feasible for the Corporation?

Shri J. D. Dhingra: I am not un-
aware of this. I do not think it will be
feasible to earmark 250 areas; and 1
slso think that all the chief agents’
offices cannot stay on as chief agerits’
offices. Therefore, a suitable system
should be evolved so as to have size-
able areas in which the branches
would work and areas in which the
chief agents would work.

Chairman: What is that
arrangement that you suggest?

Shri J. D, Dhingra: We have request-
ed that a Re-organisation Committee
under the chairmanship of the Finance
Secretary may be set up to go into
the organisational details.

Shri Sadhan Gupta: You have also
stated in your memorandum that the
chief agents may be left to operate
even in competition with the branches,
and that they may not have exclusive
areas. Now, I take it that the essence
of a chief agency is that it works inde-
pendently of the control of the insurer.
The discretion in the development of
the business is vested solely in the
chief agent. Do you think that the Cor-
poration should be askad to divest it-
selt of all controlling power and leave
it to individuals to develop the busi-
ness for themselves.

Shri J. D. Dhingra: The Chief Agent
certainly would work under the con-
irol of the Corporation.

suitable

Shri Sadhan Gupta: I did not catch
your reply.



Chairman: He says that the chief
agents will continue to work under
the control of the Corporation.

Shri Sadhan Gupta: Then that
something like a Branch Manager.

is

Shri Dhingra: He will be at the
same level as that of a branch mana-
ger, but he will have enough incentive
and enough scope to produce more.

Shri Sadhan Gupta: I was under
the impression that the chief agency
should develop business according to
its own discretion and the corporation
can have no supervisory or controlling
power over it just as in the case of
branch manager, So, you will agree
that that kind of a set-up should not
exist. The chief agency—if you like
1o choose to call it thus—should be
under the superintendence and control
of the corporation in respect of busi-
ness development

Shri Dhingra: I fully agree with you
that chief agents will be under the
control of the corporation, That is our
conception. Even now chief agency is
working under the control of head offi-
ces and therefore, I see no reason why
that advantage of personal initiative
should be lost in the new set-up. Cer-
tainly it will be just another wing
or part and parcel of the corporation.

Shri Sadhan Gupta: How do you dis-
tinguish the chief agency system from
that of a branch system?

Shri Dhingra: Aecording to our view,
an overall limit of expenses will be
naturally fixed by the corporation—
say, some overall percentage will be
fixed. They decide the same percen-
tage for the chief agents also. Then
for procuration, we have to incur cer-
tain fixed exvenses on the Agents.
That leaves us only a little margin
within which we have to develop our
initiative. If I can manage my office
staff within a certain percentage and
if I am allowed to go out and mobilise
the pepole’s saving in the villages and
districls without getting any day-to-
day permission, I can do it within that
small limit which has already been
earmarked......
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Shri Sadhan Gupta: Would you ac-
cept the authority of the corporation
to direct you as to how you should

proceed regarding the development of
business?

Shri Dhingra: Certainly.

Shri Sadhan Gupta: In that case,
don’t you think that it would be
better for these“chief agents to assist
the corporation in the capacity of
officers of brapches or similar other
capacity on a salary basis?.

Shri Dhingra: We feel that the
salary system does not allow that
much of scope for initiative and this
should not be lost sight of. Also we
feel that commission system will lend
itself to greater production of busi-
ness. That has been our past expe-
rience.

Shri Sadhan Gupta: Regarding the
economy, don't you think that if you
were paid an overall sum for manag-
ing your affairs you would be com-
pelled to cut down the remuneration
of the staff of your offices in order to
make both ends meet so far as you
are concerned?

Shri Dhingra: I can tell you from
my personal experience that the staft
of chief agency offices in very many
cases are paid more than the staff in
some of the branches.

Shri Sadhan Gupta: Do you not
agree that the staff working in the
bigger insurance companies are paid
better than the chief agency offices
staff? The staff of Oriental, Hindus-
tan, New India and National are very
much better paid than the staff of
the chief agency.

Shri Dhingra: The chief agencies
will be quite happy to abide by any
general restrictions that may be put
on them. But all that we suggest is
that we should have enough scope for
initiative, because in the insurance
business under Chief Agency system
the more we produce the more we get,
but still we are within the ceiling.



Shri Sadhan Gupta: Regarding ex-
pansion of offices, you have quoted
two foreign companies and I think one
Indian company, namely, Hindu
Mutual. Regarding foreign companies,
have you compared the figures for
renewal expenses as between foreign
companies run by chief agencies and
foreign companies run according to
branch system?

Shri Dhingra: I have compared and
1 shall give you those figures also. In
respect of the Sun Life of Canada
which is one of the best run offices in
India but which is working on branch
basis, the figures are as follows:

In 1953, it was 133 per cent.; in
1954, it comes to 14:1 per
cent and in 1954 the flgure was 15
per cent. For all the three years to-
gether it ¥ 42:3 per cent. and on an
average it is about 14'1 per cent. per
annum. These are the renewal ex-
penses. In respect of the Norwich
Union which is also an equally good
foreign company but which is work-
ing on chief agency basis, the average
figure for the above three years comes
to 7'3 per cent, which is roughly half
of the average in respect of Sun Life.

Shri Sadhan Gupta: Have you
figures for the comparative remune-
ration paid to the staff of the branches
and the chief agencies?

Shri Dhingra: I have not got those
figures.

Shei Sadhan Gupta: The ncxt thing
I want to ask you is about thc figures
regarding the ratio of business deve-
lopment as between chief agencies
and branches. Don’t you think it is
open to this fallacy? In the case of
chief agencies the volume of business
is much smaller. If we increase it
from one lakh to four lakhs, the
figures go up very much. But if it is
increased from one crore to iwo
crores, then the reflection in the per-
centage is not so much but at the
same time considering the volume of
business it is better. In wmmost cases.
the output of the chief agency is very
small. Don’t you think, it is open to

that fallacy?
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Shri Dhingra: We have also given
figures in respect of certain chief
agencies where the volume of busi-
ness is more and comparable to that

of branches. Such as from 18 to 97
Shri Sadhan Gupta: That is in

Delhi, I believe. The branches of big
companies have done greater volume
of business than in Delhi, that is, 97
lakhs.

Shri Dhingra: There are also cer-
tain branches which have done very
much less.

Shri Sadhan Gupta: I am talking of
bigger companies, because a rorpora-
tion will not be comparable with
those small concerns.

Shri Raghavachari: I was not able
to hear whether you mentioned that
there was any compensation actually
paid or not when these chief agencies
came to be abolished in the past.

Chairman: They say that they were
allowed to draw certain commissions
that were due to them.

Shri Raghavachari: Only the rene-
wal commissions?

Chairman: Yes.

Shri Sadhan Gupta: Now you have

claimed for the continuation of the
renewal commission. Is that correct?

Shri Dhingra: Yes.

Shri Sadhan .Gupta: Is it not a fact
that at least a part of the renewal
commissions which you could eclaim
from the insurers if the agency con-
tinues, say, by way of your expenses
of the chief agency, you should not
take into account, now that you have
no longer to offer it?

Shri Dhingra: I could not follow
the question.
Chairman: He says that in the

amount you are going to get as rene-
wal commission there is a fraction
for the purpose of running expenses
of the office. Now that you will no
more run the office, that portion of
the commission may not be neces-
sary or due.



SLri Dhingra: We treat all our rene-
wal commissions as our deferred earn-
ings. Ouy Commissions consist of two
parts, namely, first year commission
‘and renewal commission. First year
commission is very very low eand
therefore the whole thing has to be
taken as a whole. When it is taken
as a whole, we certainly feel that
there is no justification for reducmng
it.

Shri Venkataraman: On page 6 of
your memorandum you say thaf there
are certain decisions of Bombay and
Calcutta High Courts. Can you men-
tion what you refer to?

Shri Dhingra: We know of one
ca and that is in respect of Messrs.
Modora and Company......

Shri Venkataraman: Are you refer-
ring to cases under section 44 of the
Act which has provided for conti-
nuance of payment of commission or
as compensation for termination of
chief agency? I want to make a dis-
tinction between compensation for ter-
mination of chief agency contracts and
continuation of payment of commis-
ison under section 44 of the Act. Have
you got any case to your knowledge
where compensation has been paid for
termination of the chief Agency con-
tract apaft from payment under sec-
tion 44 of the Insurance Act?

Shri Dhingra: As far as we know,
section 44 does not apply to chief
agencies at all. Moreover it came into
force jn 1951......

Shri Venkataraman: So, can you
say that the compensation has been
for termination of chief agency con-
tract in respect of Bombay Mutual
and Empire?

Shri Dhingra: I have just mention-
ed these names.

Shri Telkikar: May I know how
many chief agencies there are?

Shri Dhingra: As I said they are
about 248.

Shrl Telkikar: I wanted to know
the number of chief agencies and not
the number of chief agents.
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Chairman: It must be the same.

Shri Telkikar: You have given
figures only in respect of eight com-
panies. What do you mean by that?

Shri Dhingra: We had only very
little time to compile these figures. 1
will certainlyt give you, if you are
interested, very many more figures
within a week’s time.

Shri Telkikar: Taking into consider-
ation the functions you carry on in the
office, is ft not that the difference is
only in the nomenclature? Because,
you do the same work which is done in
the branches.

Shri Dhingra: I had a talk with the
chief agents on this issue which we
considered as important. My per-
sonal experience is that we do not
issue any renewal notices, we do not
issue lapse notices and we do not
issue any receipts. These parts of our
jobs are being done by the head offl-
ces because they have felt that our
renewal commissions and our first
year commissions are not commensu-
rate with these additional tasks and
therefore they do not burden us with
these tasks.

Shri Telkikar: In the case of Bom-
bay Mutual, they had some Chief
Agencies. After 1930, they had con-
verted these Chief Agencles into
Branch Offices. It is only by acci-
dent that some are remaining. Are
you satisfled if these Chief Agencies
are supposed to be converted into
Branch Offices for the purpose of
clause 10(1) and (2) of this Bill?

Shri Dhingra: I must say that a
certain amount of reorganisation will
have to be done. The whole question
may have to be gone iato, but cer-
tainly we have already suggested that
the Chief Agency system should be
allowed to continue.

Shri Telkikar: The Chief Agency
systemy will not be allowed to con-
tinue. Of course, they will not be
there in that nomenclature.

So far as the staff of Chief Agencies
are concerned, if these Chief Agen-
cies are deemed to be Branch Offices



for the purpose of Clause 10(1) and
(2), then of course, the employees
will be satisfied. Isn't it?

Shri Dhingra: I couldn’t understand
you.

Shri TelMlkar: For the purpose of
compensation or continuation of their
employment, suppose these Chiet
Agencies are deemed to be Branch
Offices for the purpose of sub-clauses
(1) and (2) of Clause 10 of this Bill,
then their staff will be considered to
be permanent employees and they will
have the same facilities which the
Branch Offices are going to get.

Shri Dhingra: We do not think the
Chief Agents come within the pur-
view of Clause 10.

Shrimati Sushama Sen: You say in
vour Memorandum that the personal

service to policyholders under the
Chief Agency must be personal,
prompt and friendly. We want to

know what help you could give in
the new set-up in order to keep up
these friendly relations with the
policyholders? In the new set-up in
what capacity could you give this
help?

Chairman: They have asked to be
continued as they are.

Have you any other suggestions to
make? ‘

Shri Dhingra: There are certain
contracts which even today allow
renewal commission after the termi-
nation, and the benefits under these
contracts extend as long as the policies
are in force. Now I would like to
mention three important points in
connection with those contracts.

The first is, of course, the legal
rights that those agents have. They
have already carned the commission
by virtue of the contract.

The second is an important factor
and that is the business of these Chief
Agents consists of two parts, one
the Indian business and the other the
gterling business. If any restriction
4s put by the Corporation, it will
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naturally imply that even the renewal
commission may not be paid in spite
of these contracts, whereas so tar :as
the sterling business is concerned, we
are quite sure that the foreign com-
panies will fully honour their obliga-
tions. Therefore, we fear that there
may be some restrictions which may
even put us in an inferior position; I
mean our own Government may even
put us in a position where we may be
treated in an inferior way. 1 would
just request you to kindly keep tkis
point in view. o

The other point I would like to
cxplain is this, that the burden of
continuing the renewal commission is
nol excessive. The Chief Agents
were a social necessity fin the past
and the burden, if the renewal com-
raission is continued, will not be very
excessive.

Chairman: What does the renewal
commission come to? You can just
try to give us some figures.

Shri Dhingra: The total renewal
premium income in India, according
to the latest Insurance Year Book, is
Rs. 44 crores.

Shri M. C. Shab: That is for 1954.
We have got figures for 1955.

Shrl Dhingra: I am giving figures
from the latest Insurance Year Book.

Chairman: You can proceed.

Shri Dhingra: On this basis, the
renewal commission payable to the
Chief Agents will be very much small
as compared to the corresponding
benefits available to the agents on
the one hand and the salaried staff
on the other.

Chairman: How much will that be?

Shri Dhingra: The renewal commis-
sicn payable to the agents will be
Rs. 3'3 crores for the first two years
and Rs. 2'2 crores thereafter. Thig is
based on 5 per cent. renewal commis-
sion. As you know, this renewal
commission is now hereditary under
section 44 of the Act. That means
that Rs. 22 crores a year is payable
to the agenis and Jf we assume that
a normal period of & policy is 10
years, ‘the total liability including the



{Shri Dhingra]

fust two years may come to about
Rs. 24 crores. This is so far as the
agents are concerned.

On the other hand, if we take the
salaried staff, there are 165 life offices
in India, and assuming that in each
office there are on an average 10 offi-
cers both in the Head Office and the
Branch—if 1 am not wrong there are
certain companies which have as many
as 40 Branches and something like
400 or 500 oﬁigers——drawing Rs. 1,500
and above and if they are entitled
to provident fund, gratuity, pension,
etc.—every insurance company oon-
tributeg to provident fund which is
normally 1/12th of the salary of the
officer, ‘that is, both the employee and
the employer contribute Rs. 125 each
which comes to Rs. 3,000 a year—in
the case of each officer the accumula-
tion cof all these benefits with inte-
rest over a period of 256 years will
amount to Rs. 1,30,000 per person or
a total liability of Rs. 22 crores. As
against this amount for salaried staff
and that of Rs. 24 crores in the case
of agents, the total liability in respect of
Chief Agencies will be very very insig-
nificant. I am only saying this be-
cause this question was put to us from
various quarters saying that the total
liability on account of Chief Agents
may be very big, According to our
caiculations, compared to the earned
income of agents and that earned by
the salaried staff, the total quantum
to be paid to Chief Agents is very
small. The total Chief Agency busi-
ness in India is roughly about 5 per
cent. and this means a total renewal
premium income of Rs. 2'2 crores.
and allowing for the normal renewal
comuuission of 23 per cent. in many
cases and even 1 per cent. in certain
cases, the total average liability will
come to just Rs. 4'4 lakhs or a maxi-
mum of Rs. 44 lakhs throughout the
whole period, as against Rs. 24 crores
for the agen! and Rs. 22 crores for the
salaried staff. Moreover, this liabi-
lity for Chief Agents is a decreasing
figure, because as the policies are
paid off, the amount payable will be
reduced.
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Shri Tulsidas: I would like to know
the strength of the employees.

Shri Dhingra: I understand that the
Department is collecting the flgures.

Shri Feroze Gandhi: You can give
your figure.

Shri Dhingra: I have not got any
figurcs.

Shri Tulsidas: How many are there
in your office?

Shrl Dhingra: We have ten.

Shri Matthen: In countries like
Canada, UK. and America, what is
the system that is more popular?
Is it chief agency system or salaried
staff sysiem?

Shri Dhingra: In America, where
the business is expanded very much,
the chief agency system is very much
prominent. It is called the general
agency system there.

Shri Maithen: What is
portionu?

the pro-

Shri Dhingra: The general agency
system in  America is very popular
and very successtul.

Shri Matthen: In Canada?

Shri Dhingra: Both in Canada &
T1.S.A.,, the normal system #s chief
agency or general agency, as far as
we know. In UK., the Branch system
is also popular:

(Witnesses then withdrew)

II. The All India (Life) Chief Agents
Association, Bombay.

Spokesmen;
(1) Shri N, M. Jalundhwala
(2) Shri K. Janardhana Rao
(3) Shri A. H. Kulkarni
(4) Shri S. A, Ramaswami.

Chairman: We have already exa-
mined an Asscciation of the same
kind.



Shri N. M. Jalundhwala: We won't
take much of your time. We would
like to leave thig point about conti-
nuing our services to Government.
If we are to continue in the new set-
up, we shall be happy to serve the
Corporstion as loyally as we served
the insurance companies so far.

Chairman: Have you any sugges-
tions to make as to how your ser-
vices should be made useful, how to
transform the chief agencies into
something useful to the new set-up?
Have you got any specific suggestions
to make?

Jalundhwala: I am

Shri N. M.
afraid not.

Chairman: Any other point?

Shri N. M. Jalundhwala: If it is
ultimately decided to discontinue chief
agencied, then the question of pay-
ment of commission would arise and
to presume that there will be no diffi-
culty about the payment of commis-
sions, because commissions are earned
by us on the business we do. We are
remunerated in two ways, one is the
first year's commission and the other
is the renewal commission. The
renewal commission is always a de-
ferred payment. That practice is being
followed by the insurance companies
in all countries. In the event of dis-
continuance of chief agencies, some-
thing specific should be stated about
the payment of commissions.

Chairman: Is this practice followed
in all cases where the chief agency
system is abolished?

Shri N. M. Jalundhwala: Yes.

Chairman: In all cases the renewal
commissions are paid?

Shri N. M. Jalindhwala: I may
add here with your permission that

this Assoctation admits only Chief .

Agents of Indian companies. I cannot
speak for Chief Agents of non-Indian
companies. But as far as the Indian
companies are concerned, it is the
practice to pay commissions even after
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the chief agencies are discontinued for
any reason whatever.

Chairman: What about the office
expenses? You will have to incur no
office expenses now.

Shri N. M. Jalundhwala: That is
quite true. We shall have to incur
no office expenses. Our income will
also cease at once. We wouldn't be
allowed to carry on the business for
which alone we are qualified. The
Chief Agents have all their lives been
Chief Agents. They have not been
doing anything else.

They are really will fitted for
further work as they have the accu-
mulated experience of so many years.
They can be given some administra-
tive work and/or work in the insur-
ance fleld as outside it there would be
no scope whatever for them.

In the past the renewal commission
has been the main saving to us. We
have been putting it back in the busi-
ness to expand our goodwill. What
you suggest is quite true. Instead of
taking the money ourselves, we put
it in the businesg itself as we thought
by the creation of the goodwill we
can further expand our business and
so enlarge our income over a period
of years. The result is that though
I have worked for 30 years 1 have
not been able to get much. I have
only been assured of a slightly ex-
panding income as years have passed.
The renewal commission represents
our saving and there is no doubt
whatever on that question. We have
been saving and putting those savings
in the business so that we may get

returns in the shape of expanding
renewal commission.
Chairman: It is stated in the

memorandum that the institution of
chief agency will not be pressed if #t
is considered to be inconvenient or
incongruous in the new set-up. By
this ig it to be understood that you
have no strong feelings about the con-
tinuance or otherwise of the chief
agency system? Is it to be taken that
you are not much concerned about
this system?



Shri N. M. Jalundhwala: Not at all.
That would be an entire misreading
of our position. After all how long
will the compensation which is paid
last? It is our lives’ occupation.
What we have meant is this. If in
the national interest it is decided
that the chiet agents must go, then
of course we must go, whatever hap-
pens.

Chairman: What is the average
amount of commission received by the
chief agents?

Shri N. M. Jalundhwala: That de-
pends on the size of the chief agency.

Chairman; What is the average? You
might have worked it out.

Shri N. M, Jalundhwala; If you had
informed us earlier, we could have got
the particulars as far as members of
our association are concerned.

Chairman: On what basis should in-
come-tax be calculated? Should the
compensation be paid in a lump sum
or year after year?

Shri N. M. Jalundhwala: The posi-
tion is this. As I have told you, we
have nothing else to fall bac}: upon—
no provident fund, no pension and no
gratuity. All we can lay our claim
on is the renewal commission. We do
not want it to be paid in a lump sum.
If it is paid to us in a lump sum for
administrative convenience then it
would be exposed to direct taxation.
Then we will not be having anything
in our hands. If we are asked to pay
tax on our year’s earnings we must
pay. But if the amount is paid to us
in a lump sum, my submission to you
is that you should try to see that it
is not taxed. Then only we can get

on. Then there would be some hope
Otherwise

of rehabilitation for us.
overnight we may well become
refugees.

Chairman: So you have no sugges-
tion to make with' regard to the use
of the experience that you have gain-
ed. Supposing the system is not to
be continued, Thén you have no sug-
gestion for the alternative use of your

experience,
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Shri N. M. Jalundhwala; Regarding
their absorption in the orginsation
of the corporation, if on merits we are
acceptable to them and we are offered
any work, we would certainly co-
operate and render service and our
experience of the past will certainly
be of help to them. We have not
thought it advisable to press that we
must be absorbed. But, obviously, we
have got to go out and look for a liv-
ing anyway and if the corporation
eould absorb some of us, we will of
course be willing to co-operate.

Shri Venkataraman: The Bombay
Life Insurance Company converted
some of its chief agencies into branch
offices,. When they terminated the
contracts with the chief agents, did
they pay  any compensation to the
chief agents?

Shri N. M. Jalundhwala: They have
been continuing to pay the renewal
commission.

Shri Venkataraman: They did not
pay, any compensation. They were
merely paid the commission which
they would have otherwise earned.

Shri N. M. Jalundhwala: There the
termination was effected after the
period of contract was over. Then in
certain cases the contracts were not
in writing,

Shri Venkataraman: They are pay-
ing renewal commission which they
would have got under the contract.

Shri N. M. Jalundhwala: Yes.

Shri Sadhan Gupta: Am I right in
saying that in the areas in which
chief agents operate they get credit
not only for the business that they or
the agents appointed by them bring
in but also for the business in that
area which any other agent brings in
though not appointed by the chi=f
agent?

The other question is about com-
pensation. Don’t you think that a
possible compensation for your loss of
renewal commission due to nationali-
sation may be that chief agents who



have merits may be absorbed as offi-
cers of the corporation to assist in the
development of the insurance busi-
ness?

Shri N. M. Jalundhwala: Abou:
point No. 1, there cannot be any such
independent agents in the present
scheme of things. When a chief agent
is appointed for a territory he is ex-
clusively given charge of that territory
and that is the requirement of the
Insurance Act also. There cannot be
more than one chief agent or agents
appointed by another chief agent in
the same area with the result that
the chief agent gets the entire credit
for all the business that is secured
from that territory.

Chairman; With the assistance of a
number of agents?

Shri N. M. Jalundhwala;: All the
agents are virtually appointed by the
chief agent himself. If there are
agents who are not appointed by the
chief agent directly, they also will be
put up under the chief agent and that
is the requirement of law also.

Regarding the second point I must
admit that if an alternative appoint-
ment is offered to a chief agent then
his claim for compensation due to loss
of occupation would probably be
partially met. But that is not the
position with regard to the commis-
sions payable to him. As I tried to
explain to you, commission represents
the only saving which a chief agent
can expect as & result of 20 or 30
years of continuous work,

Shri Matthen: Do you think that
there will be larger business expan-
sion under the chief agency system?

Shri Feroze Gandhi: What is the
possible strength of the working chief
agents?

Shri Tulsidas: What is the number
of salaried staff?

Shri N. M. Jalundhwala: That would
vary with individual chief agents. The
total number of salaried employees
may be about fifty or so.
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About the other point asked as to
whether according to me there is scope
for larger business expansion under
the chief agents, that is a matter of
experience. I do not say that expansion
would not have resulted but for the
chief agents. There have been
branches and there have been chief
agencies. Wherever companies have
employed the chief agents—I suppose
I will be borne out by the people I
the know—there the chief agents have
shown excellent results not only with
regard to expansion of business but
with regard to the quality of busi.
ness—the cost, the lapses, the claims.
It is not correct to say that the chief
agent has outlived his utility., He is
a commissioned man. He is not a
salaried man. His income depends ou
his work.

Shri Matthen: In the future set-u:r
you want the chief agency system alsn
to continue?

Shri N. M. Jalundhwala: If it is no:
incongruous with the set-up which js
considered essential for the national
well-being then I would mnst earnest-
ly submit that it should be cantinued
as it will be for the good of the cor-
poration as also of the nation. You
will have workers with a direct
incentive.

Shri Matthen: You claim full premia

commission for the work completea
till the appointed date. How long
will you claim that?

Shri N. M. Jalundhwala: Till the
policyholder continues to pay
premium.

Shri T. N. Singh: From what you
have said I gathered the impression
that if an opportunity is given to you
to be absorbed in the new set-up thea
there will be no question of compen-
sation. Am I right in assuming that?

Shri N. M. Jalundhwala: I said the
claim for compensation would be
partly met in respect of those who
are offered alternative suitable em-
ployment. I added that this would
not apply to commissions which are,



[Shri N. M. Jalundhwala]

after all, savings. Anybody who does
not accept such alternative employ-
ment will, of course, have the tright
to ask for full compensation.

Shri T. N. Singh: Having come into
the organisation. I take it you will have
no objection to be bound by the general
rules and other rules like conduct rules
that may be applicable to other em-
ployees of the corporation?

Shri N. M. .Jalundhwala: That is

quite true. We should not have any
such objection. We have to fall into
the line. But those of us who are too

old or who are offered a position which
they do not consider at all adequate
will be, I suppose, free to reject them.
But if he comes, he must be bound by
the general rules.

(Witnesses then withdrew)

II. Life Insurance Special Agents
Association, New Delhi.
Spokesmen:
(1) Shri M. M. Ahuja
(2) 8hri L. B. Kotak

(Witnesses were called in and they
took their seats)

Chairman: What is the standing
of your Association? What is your
membership?

Shri M, M. Ahuja: This Association
was formed a few months ago. We
have about 500 members all over the
country.

Shri Velayudhan: Was it formed be-
fore the promulgation of the Ordinance?

Shri M. M. Ahuja: It was formed just
before the Ordinance was promulgated.

Chairman: Have you any other points
to mention besides what you have
stated in your memorandum?

Shri M. M. Ahuja: Clause 25 of the
Bill states that the Corporation  will
have the $ole monopoly of doing life
insurance business in this country.
We suggest that for healthy business
competition is a very essential thing
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and therefore we must have at least
four Corporations in this country
doing autonomous business and they
should have the right to procure busi-
ness throughout the country.

Chairman: Do you want the pre-
mium rates to be the same or diff-
erent?

Shri M. M. Ahuja: To stext with, it
can be the same, but after some time,
according to the experience of the
Corporations they can make adjust-
ments, because for every business,
competition is a very healthy thing.
If there is competition, a certain
amount of healthy competition, there
will be more efficlency and the ser-
vice will also be better.

Chairman: But it is the same owner
and the same control. Why do you
want different types of rates, etc.?

Shri M. M. Ahuja: Because it will
help us in selling more insurance.

Shri Venikataraman: If the premium
rates are the same—standard rates—
where is the competition?

Shri L. B. Kotak: If there is com-
petition it will make for efficiency
of the zone. If there is efficiency and

saving in expenses, it will mean
different bonuses.

Shri Matthen: You said that
different autonomous  corporations

must be there, and to start with they
should have the same premium. If
later on they find it necessary to have
a larger premium or if they want
to reduce their premium, they must
be able to do so. Is that your con-
tention?

Shri M. M. Ahuja; It will depend on
the working of that Corporation,
whether the working is on economic
lines and sound lines.

Shri Matthen: So, you do not think
that premium is the only consider-
ation but that there are other things
also to be taken into account. Even



Dow, as you may know, insurance com-
panies charging larger premium are
getting more business. You think
there are other factors?

Shri M. M. Ahuja: You can see from
the fact that though the Postal
Insurance is the cheapest, about 80 per
cent. of the Government servants in-
sure in private companies. There is
another company called the Co-
operative = Assurance Company of
Amritsar, which offers the cheapest
premium, but their business is only

. Rs. 12 lakhs and every year the busi-
ness has been going down. Cheapness
of premium is not the only consider-
ation.

Shri Venkataraman: Is it then not
due to the comparative stability of
the company? Cheaper premiums
are not preferred by any ordinary
prudent man because he thinks that
the company is not safe.

Shri M. M. Ahuja: There is the case
of Postal Life Insurance, as I have
already mentioned, but Government
servants do not patronmise it.

Chairman: Do you want all the
Corporations to compete with each
other all over the pountry without

any zonal restrictions being fixed for
them?

Shri M. M. Ahuja: Yes.

Chairman; What is your
point?

Shri M. M. Ahuja: About special
agencies, we learn that the special
agencies are being abolished. But
our suggestion is that as this is the
most economical way of getting busi-
ness and the best business is through
these special agents, they should be
retained. I can prove this with facts
and figures, although they relate to
foreign companies; and these com-
panies are doing about Rs. 4 crores
of business. One of:the companies is
the Norwich Union and the other is
Prudential. Norwich Union is doing
business exclusively through special
agents. Prudential is doing business
exclusively through paid people; and

next
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both are working in the same towns
and for the same type of clientele.
The lapse ratio of Prudential in the
year 1951, was 22 per cent. The lapse
ratio of Norwich Union was only
12 per cent. In 1952, the lapse ratio
of Prudential was 25 per cent. while
that of Norwich Union was 10 per
cent. In 1953, the flgure was 21 per
cent. for Prudential and only 8 per
cent. for Norwich Union. Both these
companies are working through Special
Agents and Agents.

Chairman: Have you got
figures for Indian companies?

Shri M. M. Ahuja: I have got the
figures. Oriental is doing business
through both Inspectors and special ~
agents.

the

Chairman: Have you got compa-
rative figures for Indian companies?

Shri M. M. Ahuja: I have selected
five companies—Oriental, Hindusthan
Co-operative, National, Bombay Life

and New India. I will give the

figures for the year 1951:
Name of company. Lapse ratio
1. Oriental 35%

2. Hindusthan Co-

operative 47%
3. National 51%
4. Bombay Life. 55%
5. New India. 38%

Shri Feroze Gandhi: May I know
why the lapse ratio is so high?

Shri L. B. Kotak: The lapse ratio
being higher depends on the way
the policies are sold. If the policies
are sold properly, that is, if the
purchaser purchases them after under-
standing the contract properly and
then he keeps on paying the premium,
then there are few chances of the
policies lapsing. But if the policy is
sold under pressure, it is possible that
the policy may lapse. There is an-
other reason also. The paid people
doing insurance business have a cer-
tain quota of new business flxed for



[Shri L. B. Kotak]

every year. If they fall short of their
quota, they naturally have to put in
certain business in order to maintain
themselves in service but such busi-
ness does not complete one year’s
time. They get the credit for it
because in the contract they are sup-
posed to do a certain amount of
minimum business every year.

Shri Feroze Gandhi: Why do they
do business which is not real?

Shri T. N. Singh: It is said that the
capacity of the special agents to pay
rebates brings in parties who are in
‘a strong position to purchase policies.
That means that naturally they get
the stronger sections of the purchasers
of policies because of this kind of
inducement that they are able to
offer, while the other agents are per-
haps not in a position to offer re-
bates. Is that so?

Shri L. B. Kotak: Rebating is not
the crime of the special agents. These
special agents came into existence in
1951 by an Act of Parliament. Re-
bating had been in existence even
before 1951, and the reason is this.
All the paid people who depend upon
their salaries for their livelihood get
their salaries, but they are the people
who have the power to appoint these
agents. A number of companies have
paid people like the Branch Secretary,
the Inspector, the Superintendent and
Organisers and they apoint their
own relations as special agents and
agents under them with the result
that they have extra money which
they part with to the client. As a
matter of fact, the man working on
commission hag to live on that com-
mission alone. He cannot afford to
give away a part of his commission to
a client.

Shri Feroze Gandhi: You have given
figures about lapse ratio of some of
the biggest companies. Do you know
that the lapse ratio of the Empire of
India, which is under an Adminis-
trator, is only 14 per cent. Now, this
company has been under an Adminis-
trator. After very serfous mismanage.-
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ment, it was taken over. Why is the
lapse ratio in the Empire of India so
low as compared with that of other
companies? In the Oriental it is 35
per cent, in the New India it is 38
per cent. and the ratio goes up to
nearly 60 per cent. in some com-
panies. Why is it so low in the case
of Empire of India?

Shri M. M. Ahuja: According to the
Blue Book, the lapse ratio of the
Empire of India, was 14 per cent. only
in 1953. I will just quote the figures:

1951—41 per cent.
1952—39 per cent.
1953—14 per cent.

Gradually it has been going down.
There is no doubt about it.

Shri Feroze Gandhi: Why was it
41 per cent. in 1951 and why has it
come down to 14 per cent. in 1963?
After this company was taken over by
the Administrator, the lapse rato
has come down so rapidly.

Shri M. M. Ahuja: I will quote the
figures for the Oriental:

1951—35 per cent.
1952—29 per cent.
1953—20—per cent.

Shri Feroze Gandhi: The lapse ratio
of Oriental is higher than that of the
Empire of India. Can you give any
reasons as to why it is high in the
other companies?

Shri M. M. Ahuja: As far as I can
tell you, the business of the Empire
of India has been coming down after
the Administrator took charge. Be-
fore the Administrator took it over,
the business was much more than it
is today. They touched a figure be-
fore 1951 of about Rs. 8 crores.

Shri Feroze Gandhi: Supposing the
figures you have are correct, then the
lapse ratio of the Empire of India
must be considered high.

. Shri Morarka: The figures are not
correct. The husiness of the Empire
of India has also increased but less as
compared to other companies. It has
not decreased. ‘



Shri Feroze Gandhi: You may con-
fine yourself to this particular point.
Why has the lapse ratio of the Empire
of India come down?

Shri M. M. Ahuja: That is because
the lapse ratio was the highest in the
first year, and the expansion of busi-
ness is not so much as in other com-
panies.

Shri Feroze Gandhi: Expansion of
business in other companies must also
have resulted in higher lapses.

Shri M. M. Ahuja; In the initial
stages the lapse ratio is higher. If the
business is through special agents,
the lapse ratio is much less. Most of
the companies get their business
through paid people.

Shri Matthen: How does the special
agent cost less?

Shri M. M. Ahuja: The difference in
cost is because the special agent
works under a branch and under a
Chief Agent also. The Chief Agent
has an exclusive jurisdiction. The
chief agency is just like a branch by
itself. Their minimum area is one
district. Their cost is pre-determined
and they have to work between 72
and 75 per cent. The cost of the
branch is not pre-determined. It is
determined only when they are actual-
ly worked. The special agent is like
an Inspector working on 15 per cent.
maximum which he will get.

Pandit K. C. Sharma: He gets works
from the fleld workers and submits it
to the Branch Manager.

Shri M. M. Ahuja: His cost is pre-
determined before he starts to work
as special agent. He cannot get any-
thing more than 15 per cent.

~ Shri Matthen: What was the total
business of the Empire of India in
the year in which the lapse ratio was
only 14 per cent.? I want to know
what was the turm-over of the Empire
of India after the Administrator took
it over.

Shri Sadhan Gupta: I am suggest-
ing to you that the principal reason
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for such high lapse ratio is that
companies seek to book a very high
volume of new business in order to
attract policyholders and that is why
bogus business is booked. It is n
order to show inflated new business
figures. When the corporation takes
it up this kind of business will
be eliminated and the lapse ratio is
bcund to come down.

Shri Kotak: My answer to the ques-
tion is this: If in the corporaticn the
same kind of principle is introduced
for determining increments of different
inspectors and different branch secre-
taries, the basis of new business only,
naturally the result will be a higher
lapse ratio. But if the increment of
fleld officers is not inclusively depen-
dent to the volume of new business,
then of course the lapse ratio will
fall down, for there are severa] other
factors which can determine the wages
of fleld organisers. For example, ser-
vicing of the policies, and training of
the agents and seeing that they build
up a strong agency organisation which
are not ordinarily taken into account
in determining their wages. Their
wages &re entirely dependent on the
volume of business they produce.
Naturally, they have to do more and
more business in order to earn more
and ore increments.

Shri Sadhan Gupta: 1 think that
poirnt has already been submitted by
you and your predecessors. I am
stating that when the corporation is
established, it will not have to lay
down any kind of new business in
nrder to attract policyholders because
policyholders will not be attracted by
new business since there will be only
one concern and not many. So, lapse
ratio is bound to come down under the
circumstances because what they will
classify as proper business will be
the actuarially sound business.

Shri Venkataraman: On page 67 of
the Blue Book you will find that there
were 10,386 special agents in 1951 but
their number fell to 4,852 in 1954.:
Was it not due to the fact that they
could not do the quota of the buisiness
and their licences were not renewed?



8Shri Kotak: In 1950 the amendment
Act was passed and special agents
came  into existence in 1951. There
were then companies which were giv-
ing as much as 274 per cent or more.
After this amendment Act was passed,
the commission of special agents was
limited to 15 per cent. Then some
companies thought that they could
not compete with the big companies
like Oriental, with the result that they
started recruiting salaried people.
They recruited organisers, inspectors,
superintendents  of agencies and
various other designationg were creat-
ed. 1 know that the organisers were
started with something like 20 per
cent. and it reached upto 30 to 35
per cent. In fact, these salaried peo-
ple are nothing but pro rata people.
Their salaries are determined by the
amount of new premium they bring
in. The result was that a number of
people who were working as special
ager.its were altracted to take up
services so that they could earn more.
In fact, it was nothing but employing
the special agents on salary basis by
the back door.

Shri Venkataraman: Is it a fact that
special agents were not able to reach
the targets?

Shri Kotak: To¢some extent it is
true. The Act authorised special
agents to do new business only of
Rs. 50,000/- every year. Oriental had
fixed its basis at a higher level.
Those who are genuine workers who
have integrity and who can produce
business will bring in more business
than Rs. 50,000/-. I know in Orien-
tal they have worked on the commis-
sion basis and there are many special
agents who not only do business of
Rs. 2 lakhs but they do as much as
Rs. 20 lakhs a year. A very large
majority of people there have been
able to earn 15 per cent., in spite of
the fset that the limit of earning 15
per cent. was pitched at Rs. 2 lakhs.
We do not want any binami special
agents or bogus special agents to be
sreated. There are people who would
like to work on commission basis be-
sause they could bring large volume
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of business and the principle here is
the larger the work the greater the
emoluments.

Chairman: How would you like
these svecial agents to be utilised in
the new set-up?

Shri Kotak: I would suggest that it
is better for the two systems (special
Agents and Inspectors) to co-exist at
least for some time so that the cor-
peration will be in a position to judge
whether al. the mal-practices are due
to the special agents or some other
reason. But if the Government think
that the special agents are not want-
ed even for a short period, let them
do away with them, in which case
rather suggest that the corporation
adopt the old system of Oriental’s
commission which was in vogue be-
fore the 1439 Act with a ceiling of
not more than 50 per cent. commis-
sion on any single policy. We would
in that way like to revert back to
that old basis.

Shri Ahuja: In that case, there is
an incentive in men to do more busi-
ness. If you try these special agen-
cies, we would suggest that rules and
regulations can be made more rigid
and also the right {ype of people can
be taken and mal-practices removed.

Shri Matthen: What are the modi-
flcations you suggest?

Shri Ahuja: Firstly, instead of
Rs. 50,000/, Rs. 2 lakhs should be
fixed in respect of business in a year.
Then, there should be no direct re-
cruitment of special agents. If any
agent is promoted as a special agent,
he should have worked at least a year
or two as an ordinary agent. Then
the right type of people will be select-
ed and all the binami special agents
will be eliminated.

Shri Matthen: How long, according
to you, should the corporation continue
to have these agents under them?

Shri Ahuja: They may continue at
least for iwo valuations. We have
valuation after every two years.
After two valuations you will come



to know whether it is economical for
the corporaticn {o have them or not
becaute our plea is that our cost is
pre-determined and secondly our busi-
ness is the soundest business which
has the least lapse ratio. If you will
attract the real type of workers, they
will take up the job as a whole-time
job. But you can have these special
agents only ir big towns because vou
can have bigger volume of business
there and they can live on the 15
per cent. commission. But in small
towns, it is not oossible for these spe-
cial agents to do the work. Both
special agents as well as inspectors
are very cssential for the insurance
tusiness

Shri T. Subrahmanyam: Are there
a large number of binami agents?

Shri Abuja: We do not know, but
then, what we say is that there are.

Shri T. N. Singh: Don’t you think
#hat the continuance for four years or
so of both the systems will result in
two parallel organisations functioning
in the same area which may lead also
to unhealthy competition?

Shri Ahuja: This system has been
in existence in Oriental for the last
four years or six years and 40 per
cent. of business is being writ‘en by
special agents in Delhi and Bombay.
I do not know about other towns.
There has been no clash  worth the
name there for these six years. In
fact, we have built up very good
organisation in big towns and the
cost is only 15 per cent. The cost of
inspectorate ranges from 20 to 30 per
cent,

Shri T. N. Singh: Judging from the
answers given by you, it appears that
you have no objection if some weed-
ing out is done from the existing
agents on account of binamidars.

Shri Ahuja: There is no objection.

Shri T. N. Singh: Suppose the whole
system is allowed to continue as in the
case of Oriental, as you said. In
that case, Government would not be
able to employ many of these agents.
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In other words, people after a certain
age will not be considered as proper
persons to continue in that work.
Would you like that formula to be
applied in that case?

Shri Ahuja: No.

Shri T. N. Stngh: How do you envis-
age a difference being made between
two sets of employees......

Shri Ahuja: Special agents are on
contract business. They are not in
the service of the Government,

Shri T. N. Singh: In case the other
thing is accepted, namely, your
second suggestion of having agents on
commission basis, etc. then also you
would not like any age-limit to be
fixed.

Shri Ahuja: No.

Shri T. N. Singh: From what you
have said, 1 gather that if special
agents, according to your proposal,
are allowed to continue, they  will
act as recruiting agents for all zgents.
Am I correct?

Shri Ahuja: Yes.

Shri T. N. Singh: So, they wil: be a
kind of recruitment agency for all
agents. Is that so?

Shri Ahuja: Yes. The only differ-
ence will be that they will be like
inspectors without the pre-determined
cost.

Shri T, N, Singh: But will not ins-
pectors also simultaneously be recruit-
ing agents?

Shri Ahuja: Oriental has got certain
restrictions in regard to this matter
of recruitment. There, a  special
agent cannot appoint more than eight
agents whereas a paid inspectcr can
appoint any number of agents. There-
fore, a special agent will be more care-
ful because his limit is only eight.

Shri Morarka: Would you please
tell me how many special agenis there
are in the country? v

Shri Kotak: According to the
book, there are about 4,800.

blue



Shri Morarka: Your association hasa
membership of 500. Is it true that
your association represents only
special agents of foreign companies and
not the Indian Companies?

Shri Kotak: Both of us represent
Indian insurance companies. Both of
us are from Oriental company.

Shri T. N. Singh: Yours is a pro-
fessional association. May I know
whether you have got any code or con-
duct of your own?

Shri Kotak: Not so far.

Chairman: Is it possible to evolve
one?

Shri Kotak: I think it is pessible.

Chairman: Do you think it is possi-
ble for the association to check the
tendency of malpractices?

Shri Kotak: Yes, Sir.

Shri Ahuja: I think unless the con-
ditions are improved it won't be
possible.

Shri Telkikar: I would like to know
whether the special agents will be
able to secure more business in rural
areas.

Shri Ahuja: I do not thi.k the
special agents can be successful in
rural areas or even in smali towns.
They may be successful only in big
towns.

Shrimati Sushama Sen: Am I to
understand that you have no connec-
tion with the rural area so far?

Shri Ahuja: We have no ~onnection
with the rural area so far,
(Witness then withdrew)
IV. The Bombay Shareholders’ Associ-
ation, Bombay.
Spokesmen:
(1) Shri Dhirajlal Maganlal,
(2) Shri G. M, Shah.

Chairman: When was your Associ-
ation started?
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Shri Maganlal: It was started in

1929,

Chairman: What is your member-
ship?

Shri Maganilal: The present mem-
bership is 375.

Chairman: Besides the points that
you have mentioned in the Memoran-
dum, have you anything special to
emphasise?

Shri Maganlal: I would like parti-
cularly to emphasise the point about
compensation to shareholders referred
to in the Memorandum.

Chairman: You can put it briefly.

Shri Maganlal: In our Memorandum,
we have referred to the role of the
Government in the matter of paying
compensation to the shareholders, be-
ing that of a just arbitrator, and in
order to give you an idea of what an
insurance shareholder is today and
what his sufferings and what his
pitiable plight are, in the matter of
payment of compensation, I think I
will have to give you a picture first of
all as to how and what is being paid
to the shareholders and also as to
what a shareholder is and how he is
a middle class man.

the
con-

Chairman: Should we go into
first lessons? We shall rather
centrate on certain points.

Shri Maganlal: I would be brief and
give you an idea of what the whole
thing is regarding the pitiable state of
the shareholders.

The first point that I would like to
make is that the shareholders are
being driven out of a joint family con-
sisting of the shareholders and policy-
holders at a time when their business
has reached a stage of prosperity after
independence, partition and economic
stability. After sweat, toil and tears,
the insurance companies have come to
a stage of prosperity and at that time
we are asked to get away, and there-
fore consideration ought to be given



for the shareholders in the matter of
compensation, and I think all justice
and reasonableness ought to be exercis-
ed.

I would like to bring before you
fhow a shareholder is a middle-class
person. First of all, I will give you
two flgures regarding the holdings of
the shareholders. We have taken the
figures for the New India Insurance
Co. 10,000 shareholders hold shares of
55 per cent. of the total shares and
the individual holding of these 1,000
shareholders is less than Rs. 1,500.
This 55 per cent. is hold by the
middle-class.

Shri Feroze Gandhi: What about the
balance?

Shri Maganlal: I have not got
figures about the balance. So. 55
per cent. constitutes a very big portion
of the holdings. In the same way, as
far as the Oriental is concerned, 52
per cent. of the holding—that is 363
shareholders out of 700, hold one share
each.

Shri T. N. Singh: What is the total
number of shares in New India?

Shri Maganlal: The total number is
7 lakhs and as I told you 55 per cent,
of the shares is held by 10,000 share-
holders. Secondly, there is = Reserve
Bank Bulletin of 1955, issued in
February, which gives a survey in
collaboration  with the income-tax
authorities, of the averages of 1952-53,
wherein it has been given out that
59'5 per cent. of the shareholders have
an income of less than Rs. 8,000. They
have this figure from the income-tax
authorities. That is, those who pay
income-tax and who have an income
of less than Rs. 8,000, constitute 59°5
per cent. of shareholders.

In the year 1949, the Indian Cham-
ber of Commerce, Calcutta, had taken
out an average in which they had
taken samples of 54 companies, and
they found that 97 per cent. of the
shareholders were individually having
holdings of less than Rs. 10,000.

Shri M. C. Shah: Since, then, seven
years have elapsed.
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Shri Maganlal: This was the averaffe
that was taken at that time. Even
recently, in the case of the Imperial
Bank of India, 75 per cent. of the
shareholders hold shares of less than
Rs. 10,000.

Shri Morarka: Do these figures re-
late to shareholders of insurance com-
panies alone or in the case of all com.
panies?

Shri Maganlal: I am just trying to

give you what the shareholders are,
particularly, of New India and
Oriental. I am trying to describe that

the shareholder is a middle-class man
and in the matter of compensation,
he deserves the highest amount of
sympathy from the authorities, as
this affects the flow of equity capital
which is so essential for the develop-
ment of the country.

Shri M. D, Joshi: What is vour con-
ception of a middle-class man in the
matter of earning?

Shri Maganlal: I would say a man
earning between Rs. 8,000 and
Rs. 15,000 per year would be middle-
class.

Chairman: That means more than
Rs. 1,000 a month.

Shri Maganlal: At least my inter-
pretation of middle-class would put
him between Rs. 8,000 and Rs. 15,000.

Chairman: Supposing your conten-
tion is accepted that a fairly big num-
ber of shareholders are middle-class,
don’t you think that the Government
are liberal, as provided in the Bill?

Shri Maganlal: No.
am trying to explain that the com-
pensation that will be given 1s much
less than they deserve. This will drive
the small middle-class investor from
going into equity holding to debentures
or preference shares. That is what I
am trying to prove before you by the
figures. Now I have put before you
the view that the shareholder in
surance business as well as outside is
a middle-class person. )

That s why I

in. °



Shri Feroze Gandhi: You gave the
analysis of the shareholding of the
Oriental Insurance Co. Do you know
the shareholding of the Directors of
the Oriental? Would you please re-
veal that flgure?

Shri Maganlal: It will give you the
figures. The number of shares of
Directors is 134.

Shri Feroze Gandhi: Out of a total
of?

Shri Maganlal: Out of a total of 3000,
that is, of Rs. 200 each.

Shri Feroze Gandhi: Would you say
that they are middle-class people?

Shri Maganlal: These Directors’
holdings are like this: five Directors
hold 10 shares each; one Director holds
13 shares; one Director holds 29 shares
and so on. But they do not constitute
the whole class of shareholders.

Shri Feroze Gandhi: On this assump-
tion that because somebody is holding
2 shares, somebody is holding 5 shares
and somebody is holding 10 shares,
you can't come to the conclusion that
because the shareholding is so small
the shareholders are all middle-class.
That you can’t say.

Shri Maganlal;: What I am trying to
tell you is that there are 701 persons
who receive this compensation and out
of this 701, 363 are holding one share
each and these are the middle-class

people.

Shri Feroze .Gandhi: Are you in
come to the conclusion that if a man
holds only one share, he belongs to
the middle-class?

Shri Maganlal: You cannot take into
consideration the person’s other hold-
ings alse.

Shri Feroze Gandhi: Are you in
possession of the information as to the
entire holding of these people?

Shri Maganlal: I have not got that
fnformation at the moment.
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Shri Feroze Gandhi: If you got
through the analysis of shareholding
of the Oriental, you will find that each
one has a very good investment. Very
very {ew people, would belong to the
middle-class in Oriental.

Shri Maganlal: There are flgures
that speak for themselves. What I
say is that many of these 363 persons
holding one share each are middle-
class.

L3

Pandit K. C. Sharma: Your inference
that they are middle-class is wrong.

Shri T. N. Singh: Stat'stics may be
right, but conclusions may be wrong.

Shri Maganlal: If you say that the
conclusion is wrong, it is believed that
they hold more shares. After all they
should hold shares jn some company.
The inference has to be taken. After
all you have to take into consideration
particular cases. You cannot fenera-
lise.

Shri Feroze Gandhi: You aie trying
to convince us from the time you
began that because the shareholding in
the hands of individuals is very small,
they belong to the middle-cluss. But
one share is also in the hands of very
well-to-do people. If you see the list
of the entire shareholding of the
Oriental, you will find that they are
very well-to-do people and there is not
a single person who welongs to the
middle-class.

Shri Maganlal: I submit that 59.5
per cent. of the shareholders are those
whose income is Rs. 8,000 ang below
and that gives you a zeneral ides. As
far as the insurance shares is concern-
ed I do not think I can give you any
better idea, The investment in the
insurance sector is a sort of semi gilt-
edged investment by small Investors
in the hope of leaving some money and
they have to get out at a time when
the business is most prosperous.

Shri Feroze Gandhi: Can you give
figures of the other companies? I have
not got the names.



Shri Maganlal: I have not got parti-
culars of shareholders of all the com-
panies in Bombay. I thought it was
outside my scope,

Shri Feroze Gandhi: You are here
to give particulars on a very highly
specialized subject. You have given an
analysis. After all when you have
found out all these figures, you could
have easily found out figures from a
few more companies.

Shri Maganlal: I cannot give you

that. We have not got it.

Chairman: Let us accept it. Now
we would like to know your views
with regard to compensation. You

were going to explain that the scheme
for compensation is not liberal.

Shri Maganlal: I will explain it. Out
of 109 companies (pure-life companies)
there dre only 23 companies which
have shown surplus under the two
valuations and only they become eligi-
ble for the purpose of compensation
under clause (1). When we have
worked out we find that out of 109
companies except nine companies all
the rest would be getting only the
paid-up capital and a little more. It
varies from 15 to 20 lakhs of rupees.
Their total capital is 120 lakhs accord-
ing to our calculation. The major
portion of the compensation which goes
to the shareholders is so meagre that
for having worked all these years they
will get just what they have invested.
That is exactly the position except for
a few companies which will get com-
pensation, where also they have hit
because of a certain formula which
has been adopted in the compensation
scheme.

Now I come to the details of the
memorandum which we have submit-
ted to you. First I will refer to the
question of the 73 per cent. being re-
duced to 5 per cent. It is mentioned
that in the progressive set-up many
companies have adopted this 5 per
cent. as basis. But according to the
analysis that we have got, only Orien-
tal and Bombay Life are two com-
panies which have voluntarily adopted
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the reduction from 7§ per cent.
to 5 per cent.

Three other companies have been
obliged to do so because of their con-
stitution and the rest of the 149 com-
panies have all adopted the basis of
7% per cent.

Chairman: What is the percentage
of business between those who have
adopted 5 per cent. and those who have
adopted 73 per cent?

Shri Maganlal: [ am unable to tell
you the figures because I am not
aware of those figures being collected.
Out of the 149 companies only five
have adopted this 5 per cent. Of the
flve, two adopted it voluntarily and
the rest on account of their constitu-
tion, That being the position,
this arbitrary reduction from 7%
per cent. to 5 per cent. that is, nearly
33 per cent. of the share of the share-
holder compensation spells upon them
great amount of suffering.

Chairman: Let us consider the aver-
age of these five companies.

Shri Maganlal: Two of them have
reduced it voluntarily. The other
tnree have done it under their con-
stitution.

Chairman: So, they accepted it as
basis, that is, it was basically correct
according to those who put it in their
constitution,

Shri Maganial: In the year 1950, 10
per cent, was reduced to 7} per cent.
All investments in Insurance shares
which were made during this period
by investors were made on the basis
of 74 per cent. allocation to the share-
holder at any time by way of their
contribution. That would be the re-
turn that the shareholder would be
getting out of the business. But when
74 per cent. was considered to be the
basis, cutting it down to 5 per cent.
spells lot of suffering to the sharehol-
ders. We want to submit that this 74"
per cent. should be allowed in the case
of companies which have adopted 7%
per cent. as the basis. Those who
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have voluntarily adopted 5 per cent.
may be allowed to have 5 per cent. and
those who have under their constitu-
tion laid down the basis as 3 per cent.
may, as provided in the Bill, be allow-
ed to have 3 per cent. I think that
would be a fair basis of compensation
to the shareholders. That is the posi-
tion jn foreign countries. In the
United Kingdom allocation is some-
thing like 10 per cent. If 73 per cent.
is adopted ag the basis I don't think
it will be going too much out of the
way and giving the shareholder any-
thing more than reasonable.

Shri Venkataraman: What do you
suggest for Oriental and Bombay Life?

Shri Maganlal: They have adopted
S per cent. and they can continue it.

Shri Venkataraman: Then will there
not be discrimination?

Shri Maganlal: We have stated that
those who have adopted 5 per cent.
or less should be allowed less. There
would be no discrimination in that
case because they have already adopt-
ed that as the basis.

Shri Venkataraman: That would
mean that such companies would be
penalised in the matter of payment of
compensation because they were good
enough to have the ratio of 5 per cent.

Shri Maganlal: If the authorities
think that they should be allowed
more, they can do so. But after all
they have themselves adopted 5 per
cent. as the basis and there is noth-
ing wrong in that remaining the same.

Shri Venkataraman: But why not
reduce this 73 per cent. to 5 per cent.
because there are other companies
which have already reduced it to 5 per
cent?

Shri Maganlal: Most of the com-
panies have just started and they are
picking up. Between 1946 and 1951
they were in a transitory stage and
now when they are picking up they
are being taken at a ratio which is
fower than was provided and the in-
vestors who were making investment
on the assumption or on the banking

149

that they would be getting an alloca-
tion of 74 per cent., which was fixed
in 1950, are being told that they would
get only 5 per cent. I don’t think any
big change has come over which neces-
sitates a reduction from 73 per cent.
to 5 per cent. in such a short period.
I submit that individual justice and
reasonableness would be restored if
the 74 per cent. is allowed to all those
insurers who were expecting 74 per
cent, as the basis. If they are allowed
73 per cent. then they would be get-
ting unly reasonable compensation.

The next point that we have taken
is about the period. In the matter of
period we have taken out certain sta-
tistics and we find that in the present
set-up, out of the 23 companies which
become eligible tor the purpose of
compensation, 11 c¢ompanies have to
run a period of 8 years, 8 companies
a period of 7 years, two companies a
period of six years, two companies a
period of five years, another two com-
panies a period of four years and so
on. That being the position one basic
period should be taken for the purpose.
We would suggest that the period
1951-55 would be the reasonable period
for adoption. If it is possible, valua-
tion by projection from 1953-54 may
be undertaken. Then it should be
projected to 1955 and all the valua-
tions before 1951 may be cut out so that
the basic period may be arrived at.
It would be, to our mind, a very fair
period for the purpose of giving com-
pensation. As I have told you, we are
getting out of the business when it is
prospering. If we ask for goodwill
nobody is going to pay it. But we
hope at least the shareholders deserve
a sympathetic treatment in the sense
that the period 1954 and 1955 should
be taken in the set up of things and
that these dates should be considered
for the purpose of compensation. This
will make a material difference. I sub-
mit that if the shareholders are to be
done any justice, if they are to be
given any reasonable compensation,
then the period adopted of the two
valuations, to my mind, would cut
them very badly.



I have certain fijgures that I have
collected from 50 companies and in the
valuations of 1951 and 1952 almost all
the companies, small companies, have
been very very poor. In many cases
they will be paid certain compensation
plus their capital under clause (2).
So the payment to them will become
very small. Therefore, as far as the
period goes, it should be 1951-55 by
projection of the valuations from 1953.
If the valuation was in 1953 then we
should cut out the period before 1951
from this. We would submit that 1955
may be taken as the basis and valua-
tion as on 31st December 1955 may be
made. But if it is difficult and it will
take a very long time for this valua-
tion and if the actuaries are able to
make approximate valuations by tak-
ing certain approximations, I think
the shareholders would even submit to
the same.

Shri B. R. Bhagat: If you work out
this compensation, will it be less than

the paid-up value in the case of the
shareholders?

Shri Maganlal: 1t will not be less

than the paid-up capital. It will be
a little more.
Shri B. R. Bhagat: I am asking

about this 5 per cent. for 20 years.
You say that it is not less than the
paid-up value of the shares in the
case of a surplus company.

Shri Maganlal: Not surplus, They
will be paid the same if they come
under clause (2). They must be paid
on the basis of the market value and
the intrinsic value,

Shri B. R. Bhagat: What is the mar-
ket value?

Shri Maganlal: It reflects the in-
trinsic worth or purchase price of an
establishment,

Shri B. R. Bhagat: I do not think in
many cases you have the market value
at all.

Shri Maganlal: We have figures for
5 companies. First I will give for
Oriental. For the last ten years the
average of Oriental works out to
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Rs, 5,700. People
company invested in it as a legacy
share. People think they will get
regular returns and they purchase it
for the rainy day.

investing in this

Shri M. C. Shah: What was the
market value of this share on the 18th
January, 19567

Shri Maganlal: I cannot just tell you

Shri M. C. Shah: I want to know

what was the market value on the 18th
January, 1956,

Shri Dhirajlal Maganlal: I am sorry,
1 haven't got the figures with me.

Chairman: We would like to know
what was the quotation in the market
for Oriental on the 18th January,
1956.

Shri Maganlal: 1 think it was round
about Rs. 5,500 and Rs. 6,000.

Shri M. C. Shah: It was between
Rs. 4,600 and Rs. 4,700. Will you take
that figure?

Shri Maganlal: If you give the tigure,
I will accept it.

Shri B. R. Bhagat: What about the
shareholders of the rest of the com-
panies?

Shri Maganlal: In the present work-
ing of insurance, particularly life in-
surance, the shares had lost all their
value in the sense that they were not
getting much over par.

Shri Sadhan Gupta: Regarding the
Oriental, is it a fact that one of the
reasons why the price of the share
was high was due to a kind of arti-
ficial scarcity which had been created?
As a matter of fact, when a particular
holder of Oriental shares died, 200
shareg were put in the market by his
executors and the price of shares
went down. So the market value is
as much due to the artificial scarcity
as to intrinsic worth.

Shri Maganlal; There is no scarcity.
There is no squeeze in the market at
all for these shares. These shares are
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bought and sold easily. The seller
always quotes Rs. 100 higher and the
buyer always wants it at Rs, 100 less.

Shri Sadhan Gupta: ls there very
limited transaction of these shares in
the market?

Shri Maganlal: Very limited, one or
two shares at a time.

Shri Sadhan Gupta: Is it a fact that
when a shareholder of the Oriental
died, the price was very much brought
down on account of the sale of these
shares being put on the market by
the executors?

Shri Maganlal: I am not exactly
aware ot the period. If you can give
me the period, 1 will let you know.

Shri Sadhan Gupta: I think it is
difficult, for me to give the period off-
hand. But I understand that there
was one case recently in which the
gentleman who held 200 shares died,
after which his executors sold out his
shares and that the price of the shares
was brought down very much.

Shri T. N. Singh: You want com-
pensation based on the market value.

Shri Maganlal: What I say is: if an
investor could not get a fair compensa-
tion bearing market value he will not
buy equity shares in an equity stock?
He will go in either for debentures or
preference share.

Shri M. C. Shah: There was a scheme
of mutualisation so far as Oriental
was concerned. That scheme was just
in the offing for about a year and a
half or more. Then it was known
that in the valuation they will get
about Rs., 8,800. Therefore the prices
went up from Rs. 4,800 to Rs. 7,000 in
those two years. Are you aware of
that fact?

Shri Maganlal: Yes, I agree with
you that the price had gone up in the
last three years. There is the average
of Rs. 6,300 and that was only because
ol the scheme of mutualisation. There-
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fore. I wauld cut out these three years
for the purpose of consideration of
this valuation. If we take fen years’
average then what will happen?

Shri M. C. Shah: Excluding these
three years?

Shri Maganlal: We have taken ten
years’ average.

Shri M. C. Shah: Have you excluded
the period from the date on which..... .

Shri Maganlal: I remember it was in
1935 that these shares were sold at.
rock-bottom prices for about Rs. 1,600
or so. In the case of New India. afier
the nationalisation announcemcnt
came—of course, no payment is guing
to be made ad hoc because that is not
a life company—the price went down
from Rs. 65 to Rs. 38.

Shri M, C. Shah: Do you know that
the price reached Rs. 72 and on the
18th January, 1956, the price was only
Rs. 46-8-0?

Shri Maganlal:
January, 1956,

I did not refer to.

Shri M. C. Shah: When you said
that prices went down from Rs. 65
to Rs. 38 and considerable disturbance
was caused, 1 pinned you down to
certain dates. I say that it was
Rs. 46-8-0 and the price today is Rs. 42
or so.

Shri Maganlal: Today
Rs, 38,

Shri T. N. Singh: I would say that
since the witnesses had suggested that
compensation should be based on the
market value, we need not discuss
that question at great length.

it is only

Shri Maganlal: I am only telling
you what the share-prices were. I do
not suggest that compensation should
be on market values as they are not
available,

Shri M. C. Shah: This is a frightful’
picture.

Shri Maganlal: Even if it is fright--
ful, the facts have to be taken into con--
sideration. I am not exaggerating.



Shri Tulsidas: I would like to kncw,
since the Minister has raised the ques-
tion of the reduction of share prices,
the quotations the share market had
for almost all shares on that date.
because as I can see it, the shares had
dropped not on account of the nation-
alisation of insurance but on account
.0 the budget which was expected. In
the past budget also the prices of all
gshares had dropped, It was not there-
for a question of nationalisation of
insurance.

Shri Maganlal: I would like respect-
fully to submit that the shares of in-
surance companies were affected since
the last six to eight months because
this question was being examined from
time to time and the Minister himself
several times ‘stated that this matter
‘was under examination.

Chairman: What is your next point?

Shri Maganlal: May I then quote
the three companies?

Chairman; Yes.

Shri Maganlal: In the case ot In-
.dustrial, the price is 45 and the avail-
able compensation would be round
-about 30 to 35. For the Bombay Life,
the price is 300 and the available com-
pensation will be 150. For the Empire,
the price is between 500 and 600 and
the available compensation will be
between 300 and 350, These are the
figures that I have got and as compar-
ed to market value, the shareholders
will suffer a lot under the present
.compensation provisions.

Pandit K. C. Sharma: 1 just want to
ask whether you have any precedents
‘where any industrial undertaking
being taken over by the Government
has been pald in the form of com-
pensation at the market price. Do
you know ot any precedent anywhere
in the world where an undertaking
has been taken over by the Govern-
ment and market price has been paid?

Shri Maganlal: Certainly. The Bank
of England was taken over at the
market price, on the returnability of
.dividend and the market price. 1
think in the case of the Imperial Bank
.of India we did that.
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Pandit K. C. Sharma: In regard to
the zamindaris, what is the difference
in the land taken over and I1n regard
to the Banks what is the difference in
the business taken over by the Gov-
ernment?

Shri Maganlal: There is difference
between a shareholder and a land-
holder.

Pandit K. C. Sharma: The simple
fact is that the zamindar did work
but the criterion was that he was not
the tiller of the soil. I may tell you
that the market value in Uttar
Pradesh of a kachcha bigha was
Ra. 1500 but he was paid only Rs. 30
to 40. Once the State takes over for
national purpose, the question of
market value does not arise at all.

Shri Maganlal: I am not saying
about the actually existing market
value.

Pandit K. C. Sharma: Would you
agree that the eminent domain of the
State plus the existing policy of the
Government and also the credit and
stability of the Government are the
three factors which should determine
the value?

Shri Maganlal: I am telling you
about the suffering.

Pandit K. C. Sharma: You can as
well say that if a person is sent to
jail for seven years, his children will
suffer! The public policy of the Gov-
ernment is foremost and then comes
the market value.

Shri Maganlal: As far as the state-
ment of the Finance Minister goes,
we have to be paid reasonable com-
pensation. “Reasonable” is the word
used by the Finance Minister and I
am trying to say what is reasonable
to the shareholders. I am going to
stick to the word “reasonable”.

Pandit K. C. Sharma: What is
reasonable is that these factors will
be taken into consideration—the sta-
bility of the Government, the credit
of the Government and also the pro-
tection of your life and property. All
these factors come into consideration.



Shri T. N. Singh: I would like to
now first whether you want the
«compensation at the market rate.

Shri Maganlal: It is not possible to
sgive it.

Shri T. N. Singh: Even if there is
:any possibility?

Shri Maganlal: The question does
mot arise because there is 1.0 possibility.

Shri T. N. Singh: Now, in any claim
of compensation, is it possible in the
context of the Conmstitution to calcu-
late, or base any calculation, on the
basis of prospects of future earnings,
which may be bad or which may be
good? You want compensation and
«depreciation on the earnings that the
shareholders would have had on the
yprospect of future earnings. Would
wyou agree to drop the idea of prospects
in any system of calculation for com-
pensation?

Shri Maganlal: In the present
scheme, there is nothing except that
what we have experienced in 1954-55
should be availed of.

Shri T. N. Singh: For the period of
1954-55 you have based your calcula-
tion on the market rate of shares in
certain cases and in other cases there
are no market values as you have not
declared dividends. So, taking the
generality of cases, after all, compen-
sation has to be fixed not for indivi-
dual cases but for all the cases. The
majority of the cases are going to
get almost even more than what they
would have got. Out of 100 com-
panies, some are such that they will
get their full compensation, that is, the
price paid for the shares plus some-
thing which may go up to 10%.
You said 15 lakhs out of 130 lakhs of
shares. That will account to 12% or
s0. On the basis of actual investment
plus 12%, that is what they will get.

Shri G. M. 8hah: All companies will
not get their capital back. Many com-
panies have got deficit.
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Shri T. N. Singh: Even then, those
which have deficit will get 100% of
what they invested.

Shri G. M. Shah: No, they will
have to pay their deflcit from the
capital. They will be losing. This is
based on a new valuation to be made
according to the proposal in the Bill.
We cannot say what will be the posi-
tion. I think 50% of these companies
will lose their capital.

Shri T. N. Singh: Any such capital
as being in a debenture is a risk
capital and all the risks that go with
that have to be taken.

Shri G. M. Shah: I have got a list
of Bombay companies where you will
find that five companies are getting
compensation. In Bombay there are
three companies which will get their
capital back. There are nine com-
panies which will lose their capital,
almost half or more.

Shri T. N. Singh: That may be due
to bad management.

Shri G. M. Shah: That is the position
in composite companies also. Five
will get compensation, six will get the
capital back and five will be losing
their capital.

Shri T. N. Singh: How many will
get many more times than their
capital?

Shri M. C. Shah: These companies
would have gone into liquidation. You
mentioned that out of 100 companies,
there are 72 in which the shareholders
will be practically losing everything,
while the other 18 will only get some-
thing under the Bill.

Shri Maganlal: The position has
been entirely different. If the period
of 1954 and 1955 is taken into con-
sideration, the position will very much
improve,

Shri M. C, Shah: I have noted your
point.

Chairman:
point?

What is your next



Sbhri Maganlal: My next point is
about the tax liability. As far as tax
liability is concerned, clause 30 of the
Bill provides for the dissolution of
the companies, At the same - time,
these companies do not go into the
process of liquidation. What I say is
that section 2(6)(a) of the Income-
tax Act should not be made applicable.
According to section 2(6) (a) of the
Income-tax Act, companies going into
liquidation and paying compensation
to the shareholders are liable to tax.
That being so......

Shri M. C. Shah: That will not apply
to middle-class people.

Shri Maganlal: Would you like them
to be included?

Shri M. C. Shah: Middle-class people
will not be liable to income-tax as
their income will be much less than
the minimum prescribed......

Shri Maganlal;: If I purchase some
20 shares in a company, that is my
investment. Now, suppose I get some-
thing by way of compensation and
you charge me income-tax on that
amount, will it be fair? I invest a
capital and I would get compensation
as income instead of capital. In the
Bill it says that these companies will
be dissolved. I would request.you to
see that section 2(8)(a) of the Income-
tax Act does not come into operation
in this case.

Chairman: Do you want that it
should not apply to all that you get
or only to the amount that you get in
addition to the capital?

Shri Maganlal: According to the
Act, it ig applicable to companies that
go under the process of liquidation.
Therefore, it does not apply to this
case completely.

Chairman: There will be the capital
that you have invested and there will
be something more also. Do you want
income-tax to be exempted with regard
to both these items or do you want it
to be exempted only in respect of the
additional amount?

AN
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Shri Maganlal: In the Bill itselt
under clause 30, this full amount is
exempted. This is being considered.
as capital, What I would like is to
make it sufficiently clear as otherwise:
income-tax people are likely to create
trouble. So, it has to be made clear
in the Bill that section 2(6)(a) will
not apply in this case.

Chairman: Do you want it not to
apply to all that you receive?

Shri G. M. Shah; Yes, to all that we:
receive.

Chairman: There is the capital and
there is also something more that is
going to return.

Shri G. M. Shah: That is not in the
form of an income. I would like to.
submit that if I buy, for example, one
share of the Oriental worth Rs, 5,700/~
and if I am given some amount now
by way of compensation, what I get is
only a return of the capital. It is not
in the form of any income. That is.
why we plead that section 2(8)(a) of
the Income-tax Act should not apply
here,

Shri T. N. Singh: What I want to
know is this: Some of the companies
will now be getting a decent compensa-
tion, comparatively speaking. Is it not
true that in most of these companies
shareholders have continued more or
less as they were since there were not
many transfer of shareholders? The
percentage of transfers has not been
very high.

Shri Maganlal: It is just the other

Shri T. N. Singh: I believe that
when these companies get their com-
pensation they will get more or less
near about what was the market rate
in 1954 or 1953, as the Finance Minis-
ter said.

Shrl Maganlal: I have given you
five examples where we have told you
that rates much lower than the market
value would come as compensation. We
have quoted five companies.

Shri T. N. Singh: What percentage
will they be getting less?



Shri Maganlal: 33 per cent less.

Shri M. C. Shah: Is New India one
saraong them?

Shri Maganlal: New India is a com-
/posite company., Oriental, Bomby Life
-and Empire come under that category.

Shri T. N. Singh: Supposing a majo-
rity of shareholders belong to the class
.getting an income of Rs. 1,000/- or
"more a month, in that case also would
you like their compensation to be on
a higher level than the one proposed
in the Bill?

Shri Maganlal: What I mean to say

is that if the period 1954 and 1955

plus 73 per cent is taken into con-

sideration, they will get reasonable
~gompensation.

Shri M. C. Shah: Would you like to

pay 7} per cent also? The position in

»rertain companies was rather worsen-
’ing......

Shri Maganlal: 1 invest money in
“the shares. Then there is the intrinsic
~value of the shares to be taken into
vonsideration,

Shri M. C. Shah: Are the rates fixed
.according to the 74 per cent basis or
is it according to the intrinsic strength
~of the company itself?

Shri Maganlal: That will be judged
"by what they are likely to get.

Shri M. C. Shah: There may be cer-
tain companies—and I can give you a
number of such companies—the

~managements of which, in order to be
‘popular among the shareholders, pay
7% per cent. But the intrinsic strength

~0of those companies deteriorated so
much so they were just on the verge
-of insolvency. In respect of those
-companies also, would you like to give
7% per cent to the shareholders?

Shri Maganlal: If they are on the
-verge of insolvency, I think they are
liked to get less than capital.

Shri G. M. Shah: If they have given
7\ per cent, then where is the question
«0f insolvency?
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Shri M. C. Shah: That is because
they had their valuation made just
according to their own plans.

Shri G. M. Shah: That cannot be so.
There wag strict supervision and con-
trol over such valuation,

Shri M. C. Shah: I can show the list
of such companies.

Chairman: Have you got any other
point?

Shri G. M, Shah: I want you to make
the clause dealing with tax position
very clear, In Oriental, there are two
things. It is not the price at which. ...

Shri M. C. Shah: That point is in the
Bill.

Shri Maganlal: It is clear there, but
it should be made more clear.

Shri Morarka: Some time back, you
were arguing about tax liability. You
were then referring to clause 30 of the
Bill. Clause 30 of the Bill does not say
that the insurance companieg will be
compelled to be wound up or dissolv-
ed. According to this clause, a com-
pany will be considered as dissolved
only when it makes an application
to the Government and the Govern-
ment grants a certificate to the com-
pany saying that there is no reason
for the continued existence of the
company, etc. Such matters as to when
the company will be dissolved, etc. are
its own affair. Then before such appli-
cation is made shareholders are bound
to consider pros and cons of such dis-
solution. Therefore where is the ques-
tion of income-tax immediately com-
ing up here?

Shri Maganlal: Here, if the compen-
sation is paid to the company, it asks
for certificate, the company stands dis-
solved.

Shri Morarka: Why do the compa-
nieg stand dissolved? When the Gov-
ernment pays compensation, the
company is not bound to make an
application. And even when an appli-
cation is made it is for the Governe
ment to think over and decide whether
the company should be given a certi-
ficate or not.



Shri Maganlal: If the shareholders
of the company decide that they
should do some other business, then
that company stands.

Shri Morarka: If the company de-
cides to do other business, it continues.
The companies do not stand dis-
solved wunless they ask for the
certificate from the Government.
Therefore there is no question of in-
come-tax payable by the shareholders
on the amount of compensation which
they do not receive, the question of
tax coming in here?

Shri Maganlal: If dissolution is
treated as liquidation, then section
2(6)(a) of the Income-tax Act comes
into operation. Therefore, I would
respectfully submit that we should
provide in the Bill that section 2(6)(a)
of the Income-tax Act will not apply.
That s my submission.

Shri Sadhan Gupta: You stated that
previously five companies had paid
less than 73 per cent. I believe there
is no change in their Articles of Asso-
ciation.

Shri G. M. Shah: It is only a ques-
tion of shareholders agreeing.

Shri Sadhan Gupta: You also said
that 23 companies revealed a surplus.
Can you give me the figures as to how
many of these 23 companies had share
capital?

Shri Maganlal: 1 think all of them
have share capital. All the 23 compa-
nies have declared surplus.

Shri Sadhan Gupta: So, you have
given only a list of companies that
have share capital, not the other com-
panies. Is it correct?

Shri Maganlal: Yes.
Chairman: Any other point?

Shri Maganial: In view of the very
great delay that was caused in the
case of nationalised airways, the share-
holders would urge that a time limit
should be prescribed in the Bill for
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the purpose of valuation and payment.
of compensation to the companies. In.
case of dispute of any nature. The
amount agreed upon should be imme-
diately paid and the remaining amount:
may be paid within a prescribed time.
This provision has to be incorporated
in the Bill in order that the compen-
sation may be available to the compa--
nies in a short time and interest
should be paid on the compensation
amout from the date of nationalisa-
tion; or they may be paid dividend.
They may be paid dividend for 1956
or compensation may bear interest.
That is quite reasonable.

Under the proposed scheme, a cer-
tain formula has been given for the
valuation of these companies. Under-
this formula, the assets are to be valu-
ed on the basis of market value or
purchase price whichever is less, In
my opinion, the market value of the-
assets should be taken. I do not
understand these particular words
“market value or the purchase price,
whichever ig less”, because in some
cases the purchase price might be
lower and the party might be affected,
and in some cases it will be the other
way round. Therefore, I would sub-
mit that for all these companies that
are going to be valued on the basis of
1955, the basis should be the market
value and not the purchase price.

The only other poin§. i3. about the
allocation of profits before tax in some
cases. Mr. G. M. Shah will explain.

Shri G. M. Shah: For instance,
Oriental have allocated their surplus
before tax. We would like to know
whether this compensation will be
before tax or after tax.

Chairman: We would like to know
your views on that. The Committee
has not yet deliberated on that point.

Shri G. M. Shah: Our point is that
the allocation of surplus should be-
before tax. The twenty times should:
be before tax for all companies.

Chairman: That is your view?



Shri G. M. Shah: Yes. One more
point remains. There are companies
which have made various provisions.
For instance, the Bombay Life have
got special premium taken on shares
which is exclusive of capital or sur-
plus. That should be returned to the
shareholders. Then there is this
Empire of India which has got a
reserve of Rs. 5 lakhs and odd built
up many years before. There are
special allocations made in various
companies, )

Chairman:
returned?

Shri G. M. Shah: Yes. They should
be returned to make it an equitable
distribution for all companies.

You want them to be

(Witnesses then withdrew)

V. All-India Life Insurance Em-
ployees’ Association

Spokesmen:

(1) Shri R. A. Menezes

(2) Shri Sailen Ghosh

(3) Shri R. D. Chitre

(4) shri V. N. Gupta

Chairman: Have you anything to

say besides what is stated in your
Memorandum?

Shri R, A. Menezes: Clause 10 of the
Life Insurance Corporation Bill does
not cover all aspects affecting the
employees, We want that the Indus-
trial Disputes Act should be made

applicable to all employees of the
Corporation.
Chairman: That point has been

made before.

Shri R. A. Menezes: We would like
to emphasise that.

Chairman: Yes. The next point.

Shri R. D. Chitre: Regarding the
constitution of the Corporation, there
fs a provision under clause 4 that
there will be 15 Members. We would
like to point out that at least one of
these Members should be able to act
as liajson officer between the employees
and the Corporation.
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Chairman: Is it besides some Labour
Welfare Officer or besides the Public
Relations Officer?

Shri R. D. Chitre: They will be zonal
officers, We want that there should
be one man through whom we can
represent all cases and keep constant
liaison between the employee and the
Corporation.

Chairman: Is it a point that should
figure in the Bill? Isn't it rather more
or less a matter of administration?

Shri R. D, Chitre: The Bill does not
make anything clear.

Chairman: Isn’t it a matter of detail
about the method of administration of
the Corporation?

Shri R. D. Chitre: What we feel is
that if something is made clear in the
Bill that at least one representatin
will be there, that will enthuse a
spirit of cooperation in employees.

_.Chajrman: As a matter of fact, it is
the national policy ‘that there should
be more and more participation of
employees in all industries. It has
been made clear, I believe. And this
is a matter of detail with regard to
the method of administration as to
what should be the machinery through
which relations between the employees
and the employer should be maintain-
ed satisfactorily, Do you thinlg that
it should be emphasised in the Blll or
do you want that a special provision
should be made for the purpose?

Shri Sailen Ghosh: We want a spe-
cial provision made in the Bill.

Shri R. D. Chitre: The second thing
is that we have mentioned regarding
standardisation of the scales of pay of
the employees of the industry and
there we have already pointed out
that about 75 per cent of the business
has been concentrated and salaried
staff and their pay scales have been
standardised. After their transfer to
Government machinery, there should
be preservation of these. Under sub-
clause (4) of clause 10, they do not



have the remedial measures that were
available under the Industrial Disputes
Act. They are taken away.

Chairman: Are they taken away?

Shri R. D. Chitre: Yes. Sub-Clause
(4) of clause 10 says: “Notwithstand-
ing anything contained in the Indus-
trial Disputes Act, 1947, or in any
other law for the time being in force
...... " Actually the clause should
have been worded otherwise, that the
persons who are covered by the Indus-
trial Disputes Act will not be affected
by this Clause,.

Chairman: At present, they are gov-
erned by that Act. You think by the
change that is there, they will not be
governed by that Act.

Shri R. D. Chitre: It has been clear-
ly stated that “Notwithstanding any-
thing contained in the Industrial Dis-
putes Act, 1947”.

Chairman: Next point,

Shrl R. D, Chitre: We have mention-
ed about the staff of Chief Agents.
Though it is not anywhere covered in
the Bill, as Chief Agencies are going
to be abolished, their staff also will be
going out.

Chairman: The
Agents should be absorbed.
your point?

Shri R. D. Chitre: Yes. The third
point is about the existing pending
disputes. There are existing pending
disputes everywhere and these pend-
ing disputes should be settled before
the Corporation is set up.

Chairman: How can that be done?
How can the setting up of the Corpo-
ration wait after having announced
the nationalisation? How can the
whole process wait upon the settle-
ment of certain disputes which may or
may not come to an end?

Shri R. D. Chitre: The setting up of
the Corporation need not wait, but the
disputes should be settled.

staff of the Chief
Is that

Chairman: It is one thing to say that
there must be a machinery to try to
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settle as early as possible all the
pending disputes and another thing to
say that these disputes should be
settled before the Corporation is set
up.

Shri R. D. Chitre: A time limit must
be set for the settlement of these
disputes. You should give a definite
deadline by which the disputes should
be settled before the setting up of the
Corporation.

Chairman: Is it reasonable? You can
say that it is necessary that a settle-
ment takeg place as early as possible
and you can say that a machinery
should be set in motion to see that it
is done as expeditiously as possible.

Shri R. D. Chitre: We have a very
bad experience of the Bank Tribunal.
It dragged on for seven years.

Chairman: There may be a history
behind that and the same history may
not be here.

Shri R. D, Chitre: What we want to
submit is that when the people are
coming under the Corporation, they
cannot come with their past cases.
Whatever it is, it should be put in
order.

Chairman: Next point.

Shri R. D. Chitre: As we have said,
nearly 70 per cent of the staff are in
higher scales of pay, and the considera-
tion of pay should be at the upper
level. The employees under the
private managements are not getting
a living wage., Under the present
scheme, there is vast room for expan-
sion of business and there should be
definite attempts made to pay them a
living wage. The standardisation
should be at the upper level.

Chairman: Is the trend not known
from Chittaranjan and Perambur, the

other sectors of public life? Is the
trend not there to wuplift and to
improve the lot of workers?

Shri R. D. Chitre: From certain

statements at the Ministerial level, we
understand that standardisation will
be on the basis of Government pay-
scales.



Chairman: It ‘may be as in any other
public sector '

"'Shri R.’D. Chitré: The batiks ard
jnsurance comipanies go together
because they come spmewhere, betwgen
commercial ;establishmentg and, utility,
concerns. Their standardisation should
be at that level.” Weshave: beei: com-
paring with the Reserve Bank which is
a credit institution. There some scales
are ‘better. ‘There may be room for
improvement there also. Here I have
given figures showmg how the pay
scales of employees of bigger com-
panies differ from that of the
Reserve Bank pay' séalés.™ Thete is a
slight typographical error. In the last
column “1024” must be “10248”. We
want to say that ;atianalisgtwn Should
be at the higher tevel."

Then agam, there are different pay
scales in different insurance 'compa-
nies. Their working conditions differ.
In many companies, their method of
work also differs. Some draw highec
scales of pay because they, are more
efcient and their éutput is Bétfer, So
we do not know how these persons
are going to be fixed in the standardis-
ed scales. Suppoging -a pergon Is
getting Rs. 162, at what level will he
be put?

Chairman: It is™a'mattesrofdetail.

Shri M. C. Shah: Let there be co-
operation from them. -

Shri R. D. Chitre: . There:wilk-be co-
operation. That is why we are
suggesting- a. machinery allowing parti-
cipation of employees at all levels,

-Shri M, C. Shah: That will be doue.
Why do you worry about it?

Chairma.n Next point

Shri R. D Chitre: We suggest thnt
information about the set up of the
Corporation may be circulated among
the employees, so that they may render
thelr cooperation and give whatever
constructive suggestions they have.

Shri M. C. Shah: We want your
fullest possible cooperation.

shri R. D, Chitre: Under the new
seheme of nationdlisation, there showd
not ‘be' any retremchment: of . the
employees, e .
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‘Shri M. C. Shah: Regarding that: we,
have already gdiven assurance. Why
do’ you Wbtry about it?

Chairman; Only some people at the
top who may not be there by natural
rights may be aﬂﬂﬁtﬂda That is wrat
I understand. i,

"Shri R, A. ‘Menezel: ‘We are concern:
ed with ‘petsons covered by the Indus-
trial Disputes Act.

~Sisel ‘R. D, Chitre;, There may bc
transfers of many of the. employees
and this puts -the . employees
into difficulties. If the representatives
of the employees are associated with
it we can minimize the difficulties that
will be there and wé' éan’' sée ' that
everything goes on well.

Chairman: The. dislocation must be
mlmmxzed

Shri R. D. Chitre: Yes. There should
be a housing scheme for all the insur-
ance employees. Previously all big
companies ‘were ‘having .their: own
housing schemes. Now some priority
shduld be given to the employees in
the matter’ ot housing throughout tha2
country.

With regard to wvaluation: we submit
thdt 'the valuation should be vyearly.
This can be done easily as there wi't
be machinery in the corporation for
doing this. In the past they were smull
private companies: and so they wete
unable to carry on the wvaluation.

Shri ‘M, C ‘Shah: We have prov!derl
two' years.” We will walt * ‘for '~ some
more time. Let us have ‘some - ex-
perience,

Shri R. 'D. ‘Chitre: Two years have
heen. : provided: (in: 1 the: Insurance  Act.

Shri M. C. Shah: Previously it was
three years. Now we have brought it
down to two.

Shri R. D. Chitre: Previously the
private management could not afford
frequent valuation. ‘ o
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Shri B. Chakravarti: There is a pro-
vision in the Bill [sub-clause (2) of
clause 10] that the present emolu-
ments of the employees, both in. the
field and in the offices, may be subject
to reduction. In case an employee has
served for say more than 10 or 15
years and has a good record of service
behind Him and he is asked to accept
emoluments which are substantially
less than what he has actually been
drawing, in that case if he is inclined
toleave the job then hé'shotfid b8 given
adequate -compensation. Some princi-
ple in this regard may be laid down
because if he goes out of the job then
he cannot serve elsewhere in the insu-
rance line,

Chairman: You want him to be cbm-
pensated.

Shri B. Chakravarti: Yes. In the
memorandum we Have' also 1aid’ down
the principle as to how the compensa-
tion is to be determined. The second
point is this. Whatever an employee
expects to get just at the present
moment or when' the co'pordtiofi takes
over, whatever he is asked to accept
as remuneration, the provident fund
accumulation and gratuity that he has
become entitled to should remain un-
affected.

Regarding zonal offices Mr. Puri, one
of our members, has already explained
to you in detail our viewpoints.

We have also to'plade for your kind
consideration the case of. the agents.
The old agents and the existing agents
are working under certain specified
conditions. Since the new schedule of
remuneration has been received by us,
we find therein very extensive changes
have been effected. So, whatever may
be the position with regard to the
engagement of new agents—of, course,
they will have to work under the new
rates of remuneration—the position of
the old agents should not be affected.
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Chairman; Do you mean to say that
the terms should remain - the: ;same
irrespective of the new order of
things? )

Shri B. Chakravarti: Yes. under
the old terms they had to serve for a
period of ten years at a stretch.
Under the Insurance Act it was not
necessary for them to procure any
business to earn renewal commission.
So the status quo may be maintained.
Then some of them might have grown
old and it may not be possible for
them to introduce the minimum com-
pleted business of Rs. 75,000 or the
renewals. Previously, in terms of the
contract, which was also guaranteed
by the Insurance Act, they would con-
tinue to get it. Not only so, but after
their death it would pass on to the
beneficiary. I was hereditary.

Chairman: You want the same terms
to continue.

Shri B. Chakravartl: I want the
terms and conditions to continue as
provided for in the Insurance Act.

Chairman: As they exist?

Shri B. Chakravarti: Yes. There is
also another point on which I have to
state something,

In the Bill there is provision for
reducing the policy liabilities. These
policy liabilities should not be reduced.

-Chairman: Irrespective of the stand-
ing of the company? What would
have happened if the Corporation was
not there?

Shri B. Chakravarti: Previously, in
certain cases when a company was
asked to be merged with another com-
pany because of financial unsoundness,
this- kind of reduction in the policy
liabilities took place.

Chairman: What happened before
and what was considered reasonable
then should also be done now. Is that
what you mean? -

‘Shri B.” Chakravarti: It happened
then of course. .I -do not question



exactly the reasonableness or other-
wise. Those policy-holders took poli-
cies under an assurance on the part
of the insurers or their representa-
tives. Mostly the policy-holders who
took out policies with the company
whose policy contracts are expected to
be reduced relate to small companies.
Small companies, as you must be
aware, were doing business mostly in
the rural areas, and people in the
rural areas would be very substantial-
1y hard hit for it.

Chairman: What would have hap-
pened if this nationalisation had not
come in?

Shri B. Chakravarti: Of course,
people would have suffered because of
bad management. There is no doubt
about it.

Chairman: The intrinsic worth of
the company would have been taken
into consideration then.

Shri B. Chakravarti: It was for the
Controller of Insurance to keep vigi-
lance and I should say that the Con-
troller was intervening in certain
cases. The whole point is that since
we are out to secure big business from
the rural areas, an atmosphere must
be created conducive to better pro-
duction of business from the rural
areas. The rural people, when they
find that although the Government has
taken over the insurance business
their position has not improved
because they have been victims and
there is no redress for them, will have
a bad feeling.

Chairman: That is what the Finance
Minister says—robbing Peter to pay
Paul! This is what you are advo-
cating.

Shri B. Chakravarti: After all, you
are trying to do good to a maximum
number of people and to people who
are practically not insurance-minded
and taking out policies rather blindly
on assurances—They are not discri-
minating people, and should not there-
fore be made to suffer.
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Chairman: What is your next point?

Shri B. Chakravarti: We have
finished. _
Shrimati Sushama Sen: You said,

you have business in the rural areas.
May I know the extent to which
people have insured in the rural areas?
We want to expand business in the
rural areas and so we want to know
what is the amount they have insured.
What is the business you have been
able to do in the rural areas ?

Shri B. Chakravarti: We are doing
a fairly large volume of business
since the upward trend in agricultural
prices has been stabilised.

Shrimati Sushama Sen: What is the
amount of this insurance?

Shri Tek Chand: Nobody knows!

Shri B. Chakravarti: The average
sum assured per policy will probably
work out to a little over Rs. 2,000.

Shri Sadhan Gupta: You were talk-
ing about policy reduction, Would you
not agree that the principles involv-
ed in the proposed policy reduction, or
the fear of policy reduction, is not
merely the intrinsic worth of the
company and whether the policy-
holders would have suffered or not,
but that it is primarily the psycholo-
gical reaction of this kind of thing
on the prospective policy-holders?

Shri B. Chakravarti: Yes, of course
it will have a bad reaction on the
prospective policy-holders as well in
the rural areas. There is also this
point that it is not only a question of
determining the soundness or un-
soundness of an individual insurer at
the present stage. There is therefore
scope for taking a more lenient view
than if the case were determined in
isolation.

(Witnesses then withdrew.)
(The Committee then adjourned.)




