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o fig 2 srure ol fRvew e see-fifead fww fewar 2 allow cooperatives to start business. Allow entry of
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Is IRDA working only for private companies and multi-nationals? st gwivw &mic # am s+& faw @ It is creating an
equal level playing field for all insurance companies. H#f-w# sTRET & H™ FA B 1 S IR | w7t A 7l oman 21 You
open all the segments of financial sector. «if&= arg w&=1 w7 & 30-40 HIeT # Sl Rived ITely g1 8, 9 W Fgeie Saed
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goiet Bt @ Brft oik oY e goiew € 9 o) @) T enft s wwor wia-sne @@ wRart 7 4 #Y wiw <t This Bill also is
going to touch them only. 7=t a5 w#s # & a1 & & sl a1 ®Ig 1 STRT B DI (U1 AT B & g, o=
REfee= s & fag @1 &= =gyl Let them decide. srR 78 ®ruie goid! Rived € @1 fhe 3ol Sieqarsit #0i? 36 e &1 16 &
AHS & 6 Hise w1 & o fawt @ Ft sawgsan 7€ off, 78 a1 gicsd @ g™ credit card would have been accepted. war gz

fopa sman € 6 @fde o1 ok it HigH Sarairolt @ @ & forg smdemsElv + 78 faw ey fvar €1 | doubt it. arra # wrgde daex @t
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qr@t S wgde HHA €, 99 a9 garg=a g 1 hey will appoint private corporate as an agent. ag a2-33 @rii &1 o tare
el What will they do? They will only concentrate on urban areas, and metros. They will concentrate only on
lucrative business. @@ gE IRvITH T BAN? FSI-gS1 Ao 37 B A §| I8 T9I-a91 R T3-78 DA D BRI H WG| A
TANTSH & A A o Yuic & IF1 T 40 ATE @R &1 o7 87 o1 9 &+t 39 av % JrAr? | discussed this with the IRDA
several times. The Finance Committee discussed this with them several times.

I= wE fF smust ga-it @ St £7 Let the private insurance companies and corporations come in the market. Let
them prove themselves. Let them show the results. srfi-a1+t wrgde $vaT Haew oy g3 81 99 Y9 gU $¢ Il §U & ¢ Hal
a1e 9=! we v =ieql Let them work for two or three years. Let them concentrate. Let them go to rural areas. Let

them approach the downtrodden. Let them introduce new products. Let them prove themselves, prove their
honesty, prove their dedication and then come out with new suggestions.

# fam w30 St & wrei=n % =rEan § % oy S T QR iuE X O W §, 99 aR § Wi dael | @l f& T hey should wait for
some time before allowing corporate agency system.

The Committee on Finance in its Report said:

"The Committee is aware of the problems that the present Life Insurance agents will face after the introduction of
inter-mediaries in the insurance sector. They, therefore, urge upon the Government to provide necessary
safeguards to these agents. "

F fa wift ot & sl wAT arEan g 6 enud! e Aiatgs FY ARy AfT 4 W geR B 8 Wk 87 AeIsH § I8 8 W § -
Allow corporate agency system in General Insurance business first- #@ifes o9 I Re SN o9 sFTaTwiaies & 3
IHH 989 WhIT 2| 9d IR Taie St off, STt AiHedt 1 & dRoT iR afrifiar 7 8 & @rer they have not exploited new
areas. gafay s e swang # sRuRe il feed s g | s swang A geedifsaRe e difvg, S geanw § died &) o
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TN WIST TS A TS . & T B AT AT| IR BIg-¥ HAS B G oI $el, g8 A dgax garan gl We asked whether
this system is working in any other country at present. He has said:

"In some countries, it has been successful. For example, bank insurance is very successful in France. It is
substantially successful in the Netherlands. "

He has further said that the same individual agent systemin LIC functions. We asked this question: "What will be
the impact of the present business of LIC and the future of the LIC agents and their family?" He has said:

"In fact, there is hardly any big village or town where we do not have an agent. Naturally, the corporate
agents and the brokers, at least initially, will concentrate in urban and the semi-urban areas. "

He has further said:

"But certainly, the sense that my agents and Development Officers have given to me is that they will be at
discomfort. And in case they are at discomfort, naturally it will influence their performance. "
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on it and regulate it. It will regulate the insurance business." & a1E.aRE.T. & Fvew gBT o1 fF A sFFers, RIS ¥
it g7 ercht 8, Iw@! @1 fRfa @ wifs "As per the Indian Constitution, unclaimed income, undistributed income has
to be deposited or credited with the Government of India's funds." «ifé= 38 ®a1 : "We have not decided and we
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@ s9a! F ferfy @ ? Do you have any system? fre R @t vaades erfi? # s U6 Usarergeie @ ared gl 3 3 e
el # 39 yedergerie &1 <@ 8| Us fasmaw aman en- "Life can change by accident. For you, for me." It is an
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Insurance. The advertisement reads: TATA AIG presents Shanti." It gives rupees one crore. &1 g1 &HfIéeE & 1 W
39 1eR & fasmea w5 Har? TATA AlG advertisement says: "Personal Accident Policy. Up to Rs.1 crore for only Rs.99
per month (Premium payable annually only.)"
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e W W 7€ € ofk 7 wirew &1 %8 uan g1 When these insurance companies are coming out with such Assured
Return Schemes, what will happen to them?
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ot MR ATred B9 =Ryl F amuat SR 7 e o At @ @ §) e siRdLerd. & wara gut on - What are the norms and

guidelines for investment in insurance companies or corporate houses which are investing in them? s=i= we1 f&
LR ELY. 59 AU Mgsansy a | fHp= 399 oo @ Rad 7 fRanl § smust qamn = § 5 e mor @ 1w Red @ areft
a1 2, S THR | RYI B TSI Pl FAT ETei g3l 1998 W 2001 TH Ieed! BRI TR g R 7, EL3E. F1 R wrer ganl
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THTIRT AEIGY, B9 STIR-H Aaex B 3= 1 ared &1 aiftes # &em fs 39 eiR-eR offos &9, a@rfds 8t M1 811 3FR 89 Taad ST o)
& @ 1 gl gt ft 9E gTerd gl S Rygerd Be @ sl

# pisifvied ey @t R A faw w30 <ft @1 e snasfia wwar arg | s iy famg # wer T § fp deitnfen e @ e e
=rfevl What is happening in the cooperative sector? There is the report of the Kapoor Committee. Shri Kapoor, who
was the Deputy Governor of the Reserve Bank of India in 1999, was appointed to go into the details about the
functioning of coooperative banks. You are aware of the dual accountability and dual regulators of cooperative
banks. One regulator is the Department of Cooperatives of the State Governments and another is the Reserve
Bank of India.
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@ ® % @ a8 faren frea § oo @1 We are to regulate nobody.

M TH GER B AR A @t €| o e 4T ey dremwies & forg sium fam, 98t w vt Red § wEan & before allowing
any barred bank to open a new branch, we must have strict rules. 3R 77 $==aR=H dgR 741 Yaex AU & @ 21 4
foraaT Srgm? ®iF dEr wen? e JHEEE 8?98 g o forar @

"While submitting its report, recovery performance in cooperative banks continued to be far from
satisfactory, as at the end of June, 1999, as many as 12 SCBs (42.8 per cent), 164 DCCBs (44.7 per
cent) and 11 SCARDBs (57.9 per cent) had recovery levels of less than 60 per cent."
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Come on. Go to the insurance sector. gz, #irs @11 Why? | would like to request the hon. Minister of Finance before
we ask the IRDA. tsa 3rR I8 Gew fawen &1 & 1 #a @rar because we know that the regulators are not accountable
to anybody. 3t W, 7 |Ie, TF AT ereR B €, T I 8 39 89 WA €, THE 9N i 2

It has been further stated:

"As on 30 June, 1999, chronic overdues at the level of SCBs and DCCBs at Rs. 1,095 crore and Rs.
2,074 crore constituted 41 per cent and 24 per cent, respectively, of their total overdues."

I M ALY, B IR A gl weR & e @ #) F | oniwe ue T A €|
It has also been mentioned:
"As many as 7 SCBs, 123 DCCBs, 9 SCARDBs and 517 PCARDBs incurred losses during 1998-99."

These were more than 40 per cent at the end of 1998-99.

A FHTAfT S, ST AERIE H g, AT oI € W6l & TG Wi # DT S B BT AT T H UP U YR P B @
e § - 379 vee @ 14 7 911 "Major banks stop dealing with the Urban Cooperative Banks."

TE AARAT & HERIE, B | 3R IH 4% @) Al & & 6 a8i w37 Aaex 4, gEr 3T drarmfed d& & | Sifer 48 & & 7€ 81 &7 37
e Brft? oSt # A fas @Ef Sft @ weler ewt fh 3 36 W oft ' SHert ST fh weRIg H AMTqR Brefifed 3R aTdl dismaied
& o1 A1 °ere g9 8, 98 fhan @l vad @ 21 14 e o et are intervening. There is no main investigator.
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amaet St +ft TeTrde S @ Let us have experiment in general insurance sector. &RURe Toie 9, FefifRd &9, fied &1
Let it be there. wrga @t 1 Fer 8, vat.ans. ot yoic vaftde 3 #e1 & ok vaans &, % a1 & Wait for three years, then go
for second.

el ara 97 @ % #7 o fag s 9rw w@1 @ Opening insurance sector for cooperatives. gl sismmfess ot #uga sRal Let
us have single regulator or it may be lead regulator. smy @@ %R%| wew & wr a@ &RA| Either it can be RBI or let it be
by State Cooperative. There is no problem, but have one, fix a target, fix the responsibility. st wa Fe=r a1 w=ftax wRA
T & Pl B STNE Gy B oY o= 7a HRA| Hiemrfes & fog wemg & dril 7 aga A0 3t off| 7eRIg # werar gan, gad
91 ST 83Tl §HH 700 HS BUA | SUGT $UA O dTet ©| 91d b I8 TR 8] aidl ad d T DITRICH P TN QX A [T
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st yer # us 3k wrefAr s =g & FDIand F, it is difficult for me to understand. &4 swet wfddw aert ueeftl wrg-ifttrae
ey ¥, ufers daer ¥, Wi daek # 98 W 2| IUP! ve ara a8 ff FEel o S et s Fen {6 v deex § Foreign
investment is limited up to 26 per cent. # sy wref=t @< =mear € 5 Why 26 per cent? First allow Indians to enter.
Why simultaneously you are opening the new sector for both? vea §fsa=a &1 &= 31| -9 | # 31 WRAT| 519 50 | 894
ge @1 a1 Let us wait for three-four years. All right, now you have already opened 26 per cent, but please do not allow
anything more, directly or indirectly. Let it be limited up to 26 per cent. iif% Fgf e dae § T 26 Wee T fFw 49
e 1) T, ot sRgfaee daex @ FDI can be 49 per cent. @fd sgfiae daex # o7R Fwte # s 49-51 1w wiiefagem
2, 99 U H UH.7E.3778. Ui &R Wl 8, A1 99 51 WHC daey A 49 WHe & forg uw.and. o |aan 21 Indirectly we are
allowing more than 74 per cent in communication sector. =1 a1 & ura (- A1 7281 21 3R A1 $7HhHEA il &
Haex # g e M, oot gfE st SR @1 vewdie @R € A F 1 wighie daey widw § 7E @) wwar 21 We can do it
We do have that type of expertise. fafice WRad| smq BRI & Bk 5 317 SR Adex 7 3medl, arar Agex # i), gIhregaey
amaitl Why you are going for that and just asking, demanding and lobbying for lucrative sector, consumer segment.
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SHRI A. BRAHMANAIAH (MACHILIPATNAM): Hon. Chairman Sir, thank you for the opportunity given to me. |
welcome the introduction of the Insurance (Amendment) Bill 2001.

After nationalisation of LIC, there has been a tremendous growth in the size of operation of LIC. Being the only
insurance company in the country, there was enormous growth.

A large number of people took insurance, and LIC was able to mobilize vast sums of capital for investment. Crores
of rupees have been invested for the development of our country. The Insurance Regulatory and Development
Authority Act, 1999 was passed by Parliament in December, 1999 by which the Insurance Act, 1938, the Life
Insurance Company Act, 1956 and the General Insurance Business Nationalization Act, 1972 were amended to
remove the exclusive privilege of nationalized insurance companies to transact life and general insurance business.

Sir, due to the opening of the economy, liberalized policy of our country and new economic policy, competition has
arisen in the field of insurance sector. Because of the entry of private and foreign insurance companies into
insurance field, there are certain advantages and disadvantages. While competition has given incentives for LIC
and also to streamline its operation, there is the danger of unqualified companies entering into the insurance sector.
Recently as per the details given in the Bill, in the Statement of Objects and Reasons, 12 companies have been
given licences by IRDA to enter into the insurance business.

In a country like ours, the entry of private sector companies carries many dangers. We do not know the merits and
demerits of the new entrants. We assume that they are part of a larger group of companies and they must be solid.
We also assume that foreign companies are well managed and they must have huge assets and they never fail. But
that is not the reason. There are failures also. Take for example, Enron. Enron, for several years, was held to be a
great energy company which had companies all over the world. But what happened in the case of Dabhol Power
Project in Maharashtra? Now we come to know that it is all false and the company had no sufficient assets or good
management. This kind of company failures makes us feel that IRDA should be very careful while giving permission



to private companies in our country. In this connection, the IRDA has to take certain precautions while giving
permission to foreign companies.

| would like to know whether the IRDA has taken all steps to screen the new entrants into insurance business. It is
not a question of looking into the company before it enters into business in India. What is required is a continuous
monitoring of foreign companies, how they are working in their own countries and whether there is any danger to its
subsidiaries in our country.

The IRDA should have a mechanism not only to screen the applications but monitoring should also be a continuous
process. Otherwise, Indians would lose their savings and their economic condition would be in danger from failed
insurance companies.

Another important provision in the Bill that | would like to emphasise is the entry of co-operative societies into the
field of insurance. My colleague Shri Kirit Somaiya raised a number of points regarding the entry of co-operatives in
the insurance sector. There are about five lakh primary co-operative societies in our country, out of which one lakh
are credit societies. Many of the societies are facing financial problems due to mounting overdues. The objective of
allowing co-operative societies is to penetrate rural areas and to offer insurance to rural people. This is a very good
objective but | am worried about the safeguards that have to be put in place. There is every danger that some co-
operative societies would fail. This is something that the Government would have to work out. It is not enough to
give certificates of registration to co-operative societies. Once a certificate of registration is given, people think that
the society has the approval of the Government but the certificate is only to enter the business. So, the IRDA must
devise guidelines on how the co-operative societies should work.

The insurance sector has a vast potential not only because incomes are increasing and assets are expanding but
also because the importance of the system is increasing. We are living in a more risky and uncertain world.
Insurance will have an important role to play in reducing the risk burden that individuals and businesses have to
bear. In the emerging scenario, the insurance industry must pay attention to product innovation, appropriate pricing
and speedy settlement of claims. The approach to insurance must be in tune with the changing times.

Finally, | welcome and support this Bill. | only wish that the hon. Minister of Finance Shri Yashwant Sinha would
consider my suggestions in the interest of the policyholders and see that the IRDA safeguards the interests of
policyholders of private companies.

With these few words, | conclude.
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SHRI PRABODH PANDA (MIDNAPORE): Sir, | thank you for giving me the opportunity to participate in the debate
on the Insurance (Amendment) Bill, 2001. Sir, | have listened to the speech made by hon. Member, Shri Kirit
Somaiya. | thought that he would oppose the Bill. He had raised so many points, so many defects in the Bill and had
expressed so many apprehensions that | thought that it would be logical to oppose the Bill. But | could not find
points or grounds on the basis of which he supported the Bill.

Sir, it is known to us that LIC has registered enormous growth and Shri Kirit Somaiya rightly spoke of 63 per cent
growth in LIC business. So, we are proud of our LIC. In the present scenario, it is expected that our Government will
come forward to strengthen the LIC, but | am of the view that this Bill will harm the LIC itself. It is known to us, and
the hon. Minister must be knowing better, that around eight lakh life insurance agents are very much engaged in the
LIC business. They are mostly unemployed youth. They are not taking salary from the Government; they are getting
commissions and earning their livelihood. | feel that this Bill will harm them and has given a direct body blow to
them. Where will they go?

I am, in particular, emphasizing on section 8A and | oppose it. It definitely opens the scope for the corporate
agencies, intermediaries, that is, corporate agencies and also the co-operative sector, the co-operative societies.
We do not like to weaken the LIC by inviting the corporate sector. We do not like to weaken such an important
industry by doing this. So, | am opposed to it. | would request the Minister, through you, Sir, that if he thinks about
the co-operatives, he should also think about the small co-operatives. One hon. Member rightly pointed out that
they are allowing the co-operative societies who have Rs. 100 crore or more of capital. So, how will the small co-
operatives and medium-size co-operatives be benefited?

We are talking about the interest of the rural people. We are talking about the social security of the poor farmers.
Sir, it is true that in our country, more than 80 per cent insurable persons are not covered.

Out of them, most of the people are living in the villages. If only cooperatives, which have a capital of Rs. 100 crore
and more, are allowed in the insurance business, then how will the rural poor and the farmers in the villages be
benefited? Therefore, | would request the Minister to think over it.

In this regard, please allow me to refer to the Malhotra Committee's recommendation, so far as allowing the
cooperatives in the insurance business is concerned. The Malhotra Committee has not recommended or put a limit
of Rs. 100 crore; it only said that it may be below that. | am of the view that the idea of the Bill is to open this sector
to the corporate agencies and private agencies. They will be entering the competitive market, and the LIC will be
left behind. The LIC agents, who are eight lakhs in number, will be nowhere, and the unemployment problemin our
country will be more. They will be faced with serious situations. That is why, | oppose this idea.

| would request the Minister, through you, Sir, to please think over it. Please do not damage the LIC, but please try
to improve it. Restructuring is a must, and | do not oppose it. But what is the purpose of the restructuring of the LIC?
Is it to strengthen the LIC or to weaken it? Is it going to facilitate more benefits to the poor people and the LIC
agents or not?



Sir, | do not want to say anything more. | again request the Minister, through you, to think over these points and
request him not to weaken our biggest insurance industry, that is, the LIC.
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The Lok Sabha then adjourned till Eleven of the clock on
Wedn May 15, 2 isakha 25,1924 (Sak:



