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Title: The General Insurance Business (Nationalisation) Amendment Bill, 2001 moved by Shri Balasaheb Vikhe
Patil on the 8" May, 2002 ( continuted) (Bill Passed)

MR. CHAIRMAN: Now we shall take up ltem No.12 - further consideration of the General insurance Business
(Nationalisation) Amendment Bill.

Shri Rupchand Pal, the time allotted to your party was 11 minutes but you have already taken 31 minutes. There
are a number of Members to speak. So, kindly conclude in two-three minutes.

SHRI RUPCHAND PAL (HOOGLY): | would not take much time, Sir. The only time required is for the points which |
could not make yesterday.

Sir, merger and consolidation are the order of the day and in such a situation, how and why has the Government
taken a decision for de-merger? Even the other day, the ICICI was merged with ICICI Bank in the private sector.
The world over, there is merger and consolidation because it adds to the strength, helps in business promotion,
higher income, risk-bearing capacity, increased assets base and other areas of co-operation. What was the opinion
of the consultants? Internationally-reputed consultants like Pricewater House and Chitale and Company opined
against this particular step, against de-merger. In the in-house journal, the CMD of the United India Insurance
Company stated that the National Insurance Company Ltd. would become the most vulnerable. It is not only in the
in-hour journal of the United India Insurance Company, in very many in-house journals, the top managements have
been expressing their opinion. But the consultants opine otherwise. What did the hon. Minister, while replying to the
debate on IRDA, say? He said: "l am giving this assurance on the basis of my understanding that LIC and GIC are
not going to lose business in the new situation and they are only going to expand their business. And just within a
few days, what has happened? Even in the limited competition between the public sector General Insurance
Company, which has taken place on the basis of an executive order, unhealthy practices are noticed in grabbing of
business by one subsidiary from another. | am giving you one example of the recent grabbing of insurance
pertaining to ONGC with a sumassured of $ US 12 billion, by the public sector company, United India Insurance
Company from the other public sector company, New India Insurance Company. This is happening. Undercutting
and unhealthy practices are taking place. Even now this is happening when the foreign insurance companies are
yet to take shape. Under whose influence is this being done? Under the influence of the multinational insurance
companies, such a disastrous decision has been taken by this Government — neither the consultants, nor the
people who know insurance business, nor the trade unions are being consulted. Even the Finance Minister had
assured otherwise. But this is happening in contravention of the assurance given by the Finance Minister. | have
already mentioned about the unanimous recommendation of the Committee on Public Sector Undertakings. What
did they say? They said:

"The Committee note that initially when the insurance industry was nationalised, four subsidiaries of GIC
were formed to provide the insuring public the benefit of competition..."

| think hon. Member Shri Sudip Bandyopadhyay is a Member of the Committee. Dr. Vijay Kumar Malhotra is the
Chairman of the Committee. They said :

"But with the entry of private and foreign companies into the insurance market, the Committee feel that
there is no need to have four different subsidiaries to provide competition which is readily forthcoming
from the private sector. The need of the hour is to have one merged entity which would greatly reduce
management expenses and also simultaneously enhance per capita premium productivity and reserve
position of the merged entity.""

But, even after all these recommendations, the Government has decided like this. The capacity to underwrite mega
insurance risks will hamper as a result of this. The risk retention capacity of a consolidated public sector will be
much more. When the other insurance companies are merging, we are weakening them. This has been done
because of the pressure by the foreign insurance companies and through their Governments and the Government
of India has surrendered. What will happen to the poorer sections, the social insurances who are giving insurance
to us at subsidised cost? All of them will vanish. For example, what will happen to the Personal Accident Social
Security scheme (PASS) and the HUT insurance? The cost of insurance would go up and small insurers will suffer.

It has been said that in the name of GIC of India which has got a good brand name worldwide, we shall use that
brand name exclusively for Re-insurance. This popular brand name can also be used in the area for insurance. It is



said that one who is in the insurance business cannot do re-insurance business. One who understands a little bit of
re-insurance business will never agree to such a proposition. The consultants have never agreed and the experts
have never agreed. This is the most unfortunate part of it.

Sir, I am not going to take much time of the House. | have tried to make my point and impress upon the Government
that things are taking place without concurrence of this House. What about the authority of the Parliament? | am
asking the question to you. The subsidiaries of GICI are being looked after by GIPSA. What is the constitutional
position of GIPSA? Let this House know it. It was said that the professionals will dominate it. How many bureaucrats
from the Finance Ministry are still continuing and waiting to join these public sector insurance companies? | am not
naming any one of them. But they are there. They are in the wings. They say the professionals do not understand
anything. The professionals are being taken away by the private insurance operators in this country. | do not know
what will happen to this country.

The public will suffer. We shall go back to the pre-nationalisation days. The foreign insurance companies, which
are hand in glove with the domestic operators, will loot our money. Our economy will suffer. Our nationalised sector,
which has been rendering immense service to the growth of our economy will not be able to do so.

Therefore, in such a situation, | oppose this Bill. | again appeal to all the concerned in this regard. At some point or
the other, everyone belonging to this House, be it from the Treasury Benches, the BJP commented on it. Their own
Committee on Public Undertakings unanimously recommended that it should not be done. There are very many
individual Members who have put their signatures that it should not be done. A Memorandum was submitted to the
then Speaker, who is no more. He agreed on it. We had a long discussion with the hon. Speaker.

| think the consensus of the House is that it is not the right time. We are not against reforms. If there are any
reforms which are urgently necessary, in the national interest, then they should be taken up. But weakening the
nationalised sector, allowing others to consolidate and to have more muscle to divide us, to allow under-cutting
among ourselves, to compete among ourselves are not correct. All this would weaken us. The United India
Insurance Company will weaken the New India Insurance Company and the New India Insurance Company will
weaken the National Insurance Company. This should not be done.

Therefore, my earnest plea to this Government in this regard is as | mentioned earlier. | have been doing it. | am not
against reforms. The reforms do good to this country.

There is a consensus. | can go on quoting individual Members and important leaders belonging to different sections
of this House as | have

mentioned about the recommendations of different Committees. So, | oppose this Bill and say that in the national
interest, it should not be passed. | warn that if it is passed at all, within 24 hours, whole of insurance industry
throughout the country will come to a standstill in protest.
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SHRI PRIYA RANJAN DASMUNSI (RAIGANJ): Mr. Chairman, Sir, | rise to make a very critical observation on my
own and on behalf of my party on this Bill.

It is a fact that it is the Congress Government which initiated the process of liberalisation on economic front in this
country. It was done not because it was Congress's desire but because it was in consonance with the global
situation that obtained after the fall of the Soviet Union. No one in this House can deny the economic and political
reality following the collapse of the Soviet Union, and its ultimate impact not only on the Eastern Bloc countries but
on all the developing nations of the Third world, and the drastic way in which things had changed. Why the Soviet
Union collapsed is not the issue under debate today. The issue under debate is, should manner in which the
Government brought this General Insurance (Amendment) Bill be supported in toto or rejected in toto.

We, on behalf of our party, conveyed our feelings on this to hon. Parliamentary Affairs Minister this morning. Let the
distinguished Minister Shri Patil take the views of the House into account. Let him not reply to the debate today. Let
him please have a word with hon. Finance Minister after scanning the suggestions made in the House and then
come back with his reply, if necessary with certain riders in the Bill for the future of the General Insurance Company
and its subsidiaries which will become independent.

It is true that Shri Manmohan Singh and Shri Narasimha Rao initiated the process of liberalisation. But the concept
of liberalisation should be understood in its right spirit, it should not be misinterpreted. Prof. Rasa Singh Rawat was
misinterpreting the concept of liberalisation. Liberalisation is opening up your mind, your markets, your trade, and
exchange views and technologies with others for expansion and growth etc. Liberalisation is not liberty to loot. It is
not liberty to exploit. One should understand this clearly.

In the decade of 1970s, Shrimati Indira Gandhi very rightly made a new beginning in the economy of the country,
bringing the dream of Pandit Jawaharlal Nehru into reality, by nationalising the banks, by strengthening the public
sector, by nationalising coal mines, by nationalising the general insurance business. Did she do something wrong?
She did the right thing. It is now understood by the entire nation that the internal strength of our economy came from
that. Millions and millions of toiling masses who are now getting some kind of support -- whether you talk of Kisan
Credit Cards, or Land Development Bank loans, or extending support to artisans -- are getting it all from that
umbrella of nationalised banks.

We have no conflict on the concept of liberalisation and nationalisation. What we, the Congress Party, is trying to
highlight today to the Government is that the objective must be understood. On the one hand the Government is
saying that the whole world is talking of globalisation. The Government is taking shelter of the Report of the
Standing Committee.

Though the report of the Standing Committee was not unanimous yet whenever they get a chance, they take the
shelter of the report of the Standing Committee. But whenever we site examples that so and so Standing Committee
gave so and so recommendation, then the Government keeps quiet.

Sir, in this Parliament we have two types of Committees. The are: the Standing Committees; and the financial
Committees, namely, Public Accounts Committee, Committee on Public Undertakings and Estimates Committee.
Now, the Committee on Public Undertakings of this very House, of which the Chief Whip of BJP, Dr. Vijay Kumar
Malhotra is the Chairman and Shri Sudip Bandyopadhyay who is sitting here is a Member had given its opinion and
observations. But its opinion and observations, after examining all aspects, have been ignored totally by the
Government. They are taking shelter that the Standing Committee gave some observations and report.

Sir, | am not going into the debate as to whether the recommendations of the Standing Committee should prevail
and the views of COPU should be rejected.

| would be very objective in my debate. Firstly, do they consider that it is the ground reality of this country that de-
merger and de-linking at this hour is necessary?

They passed this Insurance Regulatory Authority Bill. From day one of the 13! Lok Sabha, when the Finance



Minister came with that Bill, in spite of difference and opposition from many, we tried to accommodate our views and
supported the Bill.

Mr. Chairman, can the hon. Minister tell me that from 1999 to 2002, what has been the expansion, net coverage
and net participation of the private insurance companies in India after the Bill was passed? Let the whole House
know. He should tell us that 'yes, this is the quantum of jump, substantial coverage, threat of competition etc, for the
last three and half years.'

Sir, the progress is very slow. They are watching. They are watching the weather; they are watching the pattern;
they are watching the in-built capacity and strength of LIC; they are watching the in-built capacity, goodwill and
strength of GIC; they are watching the in-built capacity, strength and capital of National Insurance Company; they
are watching the capital of Oriental Insurance Company; and they are watching the capital of New India Insurance
Company.
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If they substantially feel that there is a role to play, they will come. If they substantially feel that they may be
outnumbered, they will not suddenly cover. They are also very intelligent people. They are not coming for charity
here.

Sir, | thank GIC; I thank LIC; and | thank the subsidiaries. You know how strong is their in-built network that they
have been able to sustain their growth, capacity and insurance coverage.

They are still examining the private parties. Prof. Rasa Singh Rawat mentioned about China. Has he studied about
China? China took 15 to 16 years to open up the window having their in-built strength without democracy in their
system. Ours is a democratic nation where you have to take care of the people first. They have to take care of the
interests of the workers and employees, in general. Then, it is the Parliament which will give the ceiling to it.

Sir,  am now coming to the provisions. | will highlight a very serious thing. He has said that he wants to amend
Section 9 of this Act substituting one thing only. The words are very simple. Instead of controlling and carrying on
the business of General Insurance, the words "carrying on re-insurance business' has been substituted.

Now Shri Nitish Sengupta is present here. We may differ with each other on some matters. That is different. But |
admire and regard him. His knowledge about the revenue and financial system, | consider, is much better than any
one of us. The moment he says 're-insurance’, the answer goes straight to the desk that it is the 'capacity and
strength of the balance-sheet'. It is about competence and capability of having attained the strength. Re-insurance
is not a localised issue. It is international. Risk insurance depends on the strength. They are de-linking. They are
re-insured by GIC. Who knows, tomorrow, they may not be strong?

That is why, very intelligently, to safeguard the situation, you have said in sub-section (2) that:
"The following provision shall be inserted:

Provided that the Central Government by notification increase or reduce the authorised capital."

It means that if some day you feel that you are threatened and you are not sufficiently strong enough to show your
balance sheet, you can pump in or inject or increase the authorised capital. It is to strengthen the capital base and
to meet the situation. | agree with that. That is why, | said that you have understood that there is risk, and so, you
made that provision.

GIC is there for the last so many years; but GIC will only be the re-insurer. Even the powers to supervise and
control are proposed to be taken away. This is contrary to the recommendations and observations of the Experts
Committee. The powers will be taken away from them. As per the proposed amendments, the four companies -
New India Assurance Company Limited, Oriental Insurance Company Limtied, National Insurance Company Limited
and United India Insurance Company Limited — of the General Insurance sector in public sector will become
independent and shall be competing with each other, as also with the other companies in the private sector. So, the
assurance given by the Minister in the House that the GIC will be in a position to compete, would prove to be
incorrect and misleading.

Even before the proposed amendment having been considered and passed, GIC has been made a re-insurer and
the four subsidiary companies have been made independent. By an order of the Government, GIPSA has been
created for coordinating the activities of the General Insurance subsidiaries, which called a meeting of the Unions in
the General Insurance sector belonging to Class | and Class |l officers as also the Class lll and Class [V staff. It
gave written proposals, stating among other things, "In the wake of liberalisation of the insurance industry, it was



decided at the Governing Board of the GIPSA, that measures need to be taken to restructure and re-engineer our
organisational structure to succeed in a competitive environment.”

There was almost a pandemonium in the House when the discussion on the IRDA Bill was going on. Except the
Congress Benches, no one stood by the Government to support the Bill. | agree with that and | do not deny what
Shri Rupchand Pal has said. We declared in the Election Manifesto that we will support the Bill and so, we stuck to
it. We are not hypocrites to say something in the Election Manifesto and do the opposite in the House. But we made
certain suggestions and gave some riders also.

My dear friend Shri Madhavrao Scindia is not here; he is no more; in his rejoinder, the Finance Minister said:

"There is no question of retrenchment of any staff from these public sector insurance companies, namely,
the LIC, the GIC and its subsidiaries. Let me assure the House that all further measures which are
necessary in this direction will also be taken by the Government in due course to make these
organisations strong."

So, he gave three assurances to the House. Firstly he said that no retrenchment in any of the companies and their
subsidiaries will be made; secondly, he said that whatever further measures which are necessary in this direction
will also be taken by the Government - this is to protect the employees; and thirdly, he said that the Government in
due course would make the organisation more strong.

These subsidiaries are delinked and are independent; they are coming under the umbrella of the GIC. The private
sector, as | told you, has not come to India totally now. They are waiting. When will they start coming? Maybe, it will
come after two years or three years or four years. You can protect the GIC with that clause. But how do you protect
the subsidiaries, if any one of them found itself in a non-competitive position? The 'inter-cut' has already started.
The New India Assurance Company Limited is trying to grab the business of the Oriental Insurance Company
Limited and the Oriental Insurance Company Limited is trying to grab the existing business of others. This has
started during the last 6-8 months. The Minister may deny this. Whenever the private sector comes in, how do you
fulfil the assurance of the hon. Finance Minister? Where is the rider in the Bill?

Is there a rider in the Bill that these companies shall not inter-cut their business with effect from so and so
date?.foe W&t faomra fraar 8, SwH g@e € am, @t fasmw stemeei | can understand. There is no rider. If any of the
independent subsidiaries cannot find a level-playing opportunity on the on-slot of the private parties in country,
which are coming in a big way after three to four years, how will you protect these people? | agree, that you may
argue that if you merge this unit, it will be a strong corporate body. But with so many office establishments, the
problem of redundancy may come. You may say that. You can restructure that also. But is it also not a fact that if
you do not merge all these to make a corporate giant, if a threat comes and if one of the units is liquidated or face
disaster, how will you protect that? Therefore, we should not blindfold our eyes and say, go ahead. It is not correct.
You should have a careful scrutiny.

Now, everybody is talking about West and West. Prof. Rasa Singh has left the House. What is the practice in
West? ufeaw # @ar et w81 &7 ufeem & oe1 ver 2 6 aft o1 3=t gfore & o st ot a9, 7ot &, ok @rs 9| Please do not de-
link or separate but merge. Throughout the world, even in the United States of America, this is the practice. | am
prepared to read the Senate Committee Report. It is that important. They say: "merger more, consolidation more is
giving us strength more to compete in the field." You are not following that. You are following your own theory. In
India itself ICICI and ICICI Bank are merged and they became more stronger to compete with any international
agency. They have realised it. Even ICICI and ICICI bank could realise it. Can the Ministry not realise that the
merger of these four units would become stronger to compete with any giant of the private sector which is coming to
the field and show our worth?

Therefore, | say that time is not ripe to bring this Bill. You can wait for two to three years. You may see how they
perform and then do it. What is the hurry if we cannot lay so fast in the morning before they come or is there any
understanding that they will not come till we do not do it. The Minister can spell out these things. Sir, | sincerely
appeal to the Minister, please have a word once again with the Cabinet. Please do not treat our suggestions as if
we are hitting the Government. We are here to accommodate you. We support you. These are the issues in the
interest of the people, which should not be lopsided or should not be taken as criticism but as an advice.

Mergers and acquisitions are taking place all over the world, especially in financial sector to survive and succeed in
competition. Merger of all the four public sector General Insurance companies is all the more required to meet the
competition from private sector. If merger is not allowed and splitting up of public sector takes place, it will lead to



what? You know, it will lead to more Chairmen, more Executive Directors, more paraphernalia, and more
establishments. The only threat of merging is more offices will be rendered surplus. The Government can dispose
of the real property. Computerise everything. Who is preventing you? But there will be the following dangers:

1. Multiplication of administrative expenses such as four CMDs, 4 x4 GMs, etc. besides four HOs and so
many lower offices.

1. The financial strength of the public sector, instead of being conserved and consolidated, would get
frittered in competition between the public sector giving advantage to private players.

2. Already, even in the limited competition between the public sector general insurance companies as
subsidiaries of GIC of India, unhealthy practices are noticed in grabbing of business by one subsidiary
from another. With the delinking of the subsidiaries from the parent GIC and making them independent
companies, such unhealthy practices would increase without any check. It has started happening now in
snatching of business by one public sector general insurance company from another.

16.00 hrs.

The recent grabbing of insurance pertaining to ONGC with a sum assured of US $ 12 billion by the public sector
unit, the United India Insurance from the other public sector unit, the New India Assurance has its inside story of
unhealthy practice. This requires to be probed along with other similar shifting of business from one public sector
unit to another public sector unit. That is why, | ask, can you not put a rider saying that existing date of business as
it stands today, shall not be interfered? They can try for other business. #d«a a2 & f& AR =X ¥ Wl W 2, IS GH el
7d, B! #a, gE¥ | ') A @nsitl There is no rider like that. It is left to internal manipulations. The capacity to
underwrite megha insurance risk will hamper if the public sector is divided into four and their financial base is
weakened. The capacity to retain risk of a consolidated public sector would be bigger than a split-up organisation
because of the financial base. That means, more premium can be retained and less premium outgo for reinsuring
the risk. If the split up takes place, it will weaken the public sector general insurance companies. Ultimately, the
Government would use it as a handle to disinvest and sell it to private sector. In the end, it will lead to good bye.
Then, again there would be a package of disinvestment. This is where we are leading.

Sir, if the public sector is weakened, the social insurance, which is given at subsidised cost, will vanish. Already, the
social insurance cover meant for rural poor, such as, Personal Accident and Social Security Scheme and Hut
Insurance have been withdrawn.

The cost of insurance also would go up for the common people since the cross subsidies available for small
insurance would stop. The creamy profitable insurance will go to private sector and the weakened public sector will
not be in a position to cross subsidise the small insurance.

If the name of GIC of India has to be used for the exclusive Indian re-Insurer to get the better advantage of the
popular name in the international market, there is no prohibition to merge all the four subsidiaries into a single entity
by giving any other name. While in rest of the world, companies are merging -- and you have to compete with them -
- you are yourself de-merging your own house. That is what is our critical observation is. The Government should
think once again.

In today's competitive scenario, the effort should be to consolidate and strengthen the public sector. This was
assured to be done by the Union Finance Minister in Parliament while moving IRDA Bill. | quoted the Finance
Minister's Speech. Sir, there are more details which | would like to highlight.

Sir, we, the Members of Parliament, speak on the basis of Budget, Annual Reports of the Ministries, the findings of
PAC, COPU, and the Standing Committees. But we are not essentially experts. On such matters, the Government is
always guided by the expert opinion given by the experts in this particular field of insurance. Sir, the management of
GIC and United Insurance India, who are with the Government till now, have been totally kept out of the discussion
and consultancy. Their views have not been honoured. Sir, the amendment is with me. It says that the GIC will be
the exclusive re-insurer and the four subsidiary companies carrying on general insurance business would be de-
linked from GIC and they would function independently and compete with each other, besides coping with the
private insurance companies.

Sir, as per the write up in the in-house magazine of United India, the consultants appointed by the GIC of India to
restructure the general insurance industry explained the need of consolidation and merger. Sir, who had appointed
it? It is not the Congress Party's suggestion. It is not suggested by anybody else. It was GIC of India who had
appointed it for restructuring the general insurance industry which explained the need for consolidation. They said
that the consolidation is needed and not delinking. Yet the Government is going in the opposite direction. The



Government is going against its own institution. Sir, when the IRDA Bill was taken up for discussion, the Finance
Minister further said:

"l am giving this assurance on the basis of my understanding that the LIC and GIC are not going to lose
business in the new situation and that they are only going to expand their business. Therefore, the
question of their workers being threatened with loss of job opportunities does not arise."

| have substantiated how they lost the business. | have also just now substantiated as to how the business of GIC
has been taken away. Therefore, | think the Government is acting in a hurry in this matter. They could wait for some
more time to discuss the issue. If you cannot withdraw the Bill today, at least consult the experts in one or two days.
Heavens would not fall. Find out whether some riders could be introduced somewhere to protect the future of these
companies and ultimately offers will come from the private field.

| will not take much time of the House on this. | will now come back to one or two more important issues. | am just
taking one point from the House Magazine which has been quoted by many Members, including Shri Rupchand
Pal. In the House Magazine of United India (June-July, 2000 issue) a write up was brought out by the then CMD
where he stated:

"National Insurance Co. Ltd., would become most vulnerable to the onslaught of privatisation of the
industry and will soon be merged with United India Insurance Co. Ltd., in case it fails. After the licences
are issued to Reliance and Tata AIG, and when they start operation, very substantial business would go
out of New India Assurance Co. Ltd., and then what would happen to New India?"

By this write-up it was made clear by the then CMD of United India that the merger of the four companies as one is
the best solution for competition with the private sector.

Now | come to my concluding remark. Does the Ministry consider that these four subsidiaries could be merged as
one consolidated unit and be ready to compete with the threat posed by the private sector — any day this may
come? Otherwise, as has been envisaged by the then CMD of United India in the House Magazine, if they come
what guarantee or what assurance the Government can give? | think incorporating some provision inside the text of
the Bill that the disaster will not affect any of these Indian units in future would be acceptable to us. If the
Government does not assure the House and clearly envisage the policy in the text of the Bill and if they simply keep
quiet or say 'all right, you pass the bill', then we will be doing a great injustice to the dream of Smt. Indira Gandhi, to
the toiling masses of the nation, to the very solemn assurance given on the floor of the House by the Finance
Minister, and to the workers/employees of these four subsidiaries and the GIC as a whole.

Therefore, | appeal to the Government to conclude the debate today. We do not mind it. But, as | have conveyed to
the Parliamentary Affairs Minister, please have a word once again with the Finance Minister and respond to the
critical note of the principal Opposition Party of Parliament and others. If we find a satisfactory answer which could
resolve this issue at least for the time being, you can go ahead. Or else, please do not hurry up to get the Bill
passed and allow the doors open for others not in terms of expanding, but to give them liberty to loot.

With this critical comment, | wait for the response from the Government. | would reiterate not to conclude it today.
Think over this issue. We would like to have another round of discussion with the hon. Finance Minister to
exchange our views. Tomorrow is going to be the election of the hon. Speaker. Therefore, tomorrow it is not going
to be possible. On Monday we can do it. Afterwards, if the Finance Minister feels that there is some merit in our
arguments or he has the capacity to dispel our apprehensions, you come with the Bill, we will support it.

We are not here to block it. But this is our humble opinion and the considered view for the consideration of the
Government.

SHRI A BRAHMANAIAH (MACHILIPATNAM): Mr. Chairman Sir, | thank you for the opportunity you have given to
me.



| support the amendment to the General Insurance Business (Nationalisation) Amendment Bill, 2001. Due to the
various changes in the economic environment of our country, there is an absolute need to modernise and bring a
relevant legislation and rules connected with it.

It is foreseen that the General Insurance Corporation of India will have to face severe competition from private
companies. There are multinational companies with vast resources and experience which have entered the field
and will continue to do so. The GIC has four subsidiaries. They are the National Insurance Company of India
Limited, New India Insurance Company, Oriental Insurance Company and the United India Insurance Company.
While we are passing the legislation to enable the GIC to expand its activities, it is a matter of concern to see
whether there has been any visible steps taken by the GIC to prepare the four subsidiary companies to face the
coming competition from the private companies and the multinational units.

Since 1972, these four companies have been enjoying a monopoly status. But now, they have lost it. What are the
steps being taken to meet the strongest foreign and domestic private insurance companies? | think it is important for
the Government to see what strategy should be evolved. Of course, there will be a strategy. But is it sound and
viable? This is what we have to think at this moment. The GIC and its subsidiaries have a vast network all over the
country. This is a major advantage. If the GIC is able to evolve a new strategy, then this company would be safe.
Otherwise, what will be left is only its valuable real estate and building.

There is no doubt that this Company has been in existence for the last 30 years. It has built up vast management
and marketing experience for the last 30 years. The Government must take necessary steps to enable this
Corporation to continue and serve the rural people and people in small towns through innovations in management
and marketing.

Another issue which | would like to highlight is that speedy service to the policy holders is very important. Of course,
speedy service to the customers is most important. Now, if the GIC and its subsidiaries are not able to improve their
service, then the company will face a severe crisis in future. So, GIC and its subsidiaries should provide speedy
benefits to the policy holders.

While supporting this legislation, | say that we should ensure that GIC evolves best management practices.

It should recruit best possible people and give them incentives to performin a better manner. Employees in private
companies and multi-national companies are getting more facilities and incentives comparing to the employees of
GIC. That is why the private companies are working well. The GIC should also provide better incentives to its
employees. The whole work culture has to change. Otherwise, GIC will not be able to face the future with any
certainty.

With these few words, | conclude.
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SHRI ADHI SANKAR (CUDDALORE): Mr. Chairman, Sir, | thank you for the opportunity given to me to spell out my
view on behalf of my party, the Dravida Munnetra Kazhagam, while participating in this discussion on the General
Insurance Business (Nationalisation) Amendment Bill, 2001. | am extending my support to this Bill while drawing the
attention of the Government to be careful with the ultimate result of the demerger of GIC from its four subsidiary
companies.

Sir, insurance business may not be a sophisticated industry, but it has its presence all over the country as an



existing industry. | do not find any need for foreign investors or foreign companies to be in the insurance business in
our country. Our financial service industries like banking and insurance have an established presence for many
decades now. The General Insurance Business (Nationalisation) Amendment Bill, 2001 is considered to be an
economic step to draw the benefits of allowing foreign companies who have made a mark in the international arena.

The Central Government has a definite role in this respect. It has to pave the way for this purpose. Globalisation
and economic liberalisation make it necessary for the Government to carry out economic reforms. In the light of
experiences in restructuring, we understand the need to throw open the service sector too. So, this Bill is very
essential to protect the interests of policy holders and to promote the insurance business in our country.

The General Insurance Company would don the mantle of National Re-insurer. All other functions like its
undertaking general insurance business, underwriting civil aviation, crop insurance business etc., will be taken
away. With the passing of this Bill, the General Insurance Corporation will no more be the holding company of four
subsidiary companies. In terms of the proposed guidelines, the National Re-insurer would be required to distribute
half the re-insurance premium income in its books into the domestic market. This is aimed at reducing the risk the
National Re-insurer is exposed to.

The GIC's premium income would flow into domestic market and the amount would vary from around Rs. 1,900
crore to Rs. 850 crore. In view of the above provisions in the Insurance Act of 1938 and IRDA Act of 1999, the
General Insurance Corporation can carry on exclusively re-insurance business. Therefore, the Central Government
has decided to entrust the re-insurance business to the General Insurance Corporation. It is a move in the right
direction.

The de-linking of the four subsidiary companies is being done in the light of opening up of the sector. After de-
linking the four subsidiaries of the General Insurance Corporation, the ownership of the subsidiaries will be
transferred back to the Central Government, along with the capital investment.

Now, GIC has been performing well as compared to many other financial institutions. GIC was doing extremely well
under the stewardship of Shri Sengupta. He, being a good administrator, has ably performed well . At the same
time, GIC would be remodelled, and the income it was generating would become considerably less. It may take
away its powers to effect transfers of its employees. Now, these powers stand transferred to the four companies.

| for one feel that the Government must have allowed optional transfer of its employees before it could take away
the four subsidiaries from the hold of the GIC, which was exercising such powers so far.

GIC, the parent body, has staff strength of about 650 persons. There are about 400 Class-| officers, and less than
250 are Class-lll and Class—IV employees. They must be given an option to seek absorption in the four subsidiary
companies that operate through the length and breadth of the company.

It is to be noted that the Insurance Regulatory and Development Authority has been pushing forward for an
Ordinance to be issued thus enabling the GIC to be converted into a national re-insurer. At a time when private
players are also entering into the insurance sector, it is imperative that the country has a national re-insurer at the
earliest. As such, three licensees have been awarded and three others have received approval in principle. So, it is
time to act fast and keep pace with the changing times.

While effecting the restructuring of these well-established national institutions, the Government must take care to
ensure that the much apprehended retrenchment does not take place. As such, transfers from one subsidiary to
another or intra-corporate transfers, which were handled by the GIC, stand nullified. | would like to bring to the
notice of the hon. Minister that the long-pending demands of the officers of the New India Assurance Company
have gone unheeded. Their pleas for transfer were ignored. In the changed scenario, who will take care of them?
The Central Government must show its humane face in redressing the grievances of employees of the subsidiary
companies.

It needs to be stressed that the human potential plays a major role in any service sector. While considering this
point, the Government must take diligent care in rehabilitating the trained personnel in our insurance sector.

As we all are committed to economic reforms and as this happens to be an economic measure that is taken up as a
logical follow-up, | welcome this Bill with a prayer to the Government that welfare of the employees is never lost
sight of. With these words, | conclude.
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"It is now proposed to transfer back to the Central Government, the share capital of the subsidiary
companies (vested in GIC) by making necessary amendments in GIBNA, 1972."
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SHRI SUDIP BANDYOPADHYAY (CALCUTTANORTH WEST): Sir, | rise to support the Bill with some clarifications
and observations. My name has also been mentioned by two of our previous speakers, as | ama Member of the
Committee on Pubic Undertakings of which Dr. Vijay Kumar Malhotra is the Chairman. It is beyond doubt that we
certainly made some recommendations on merger of four subsidiaries of insurance companies under GIC. It was
not only the desire of the Committee but it was also the desire of the working class; it was the desire of the
employees who were involved with these insurance companies. After a long debate and meetings which were held
that this report was ultimately submitted.

The arrangement, which we are going to discuss, has already come into existence two years back. It is not that it
will start operating after the Bill is passed. It has already started working. The GIC has already started functioning
as a re-insurer. When the IRDA Bill was introduced, it was fortunate for the Government that the main Opposition
Party, the Congress Party did not oppose the Bill. They extended their full support. We were all panic-stricken at
the initial stage that if the foreign companies start invading our Indian insurance market, what will actually be the
fate of the Indian insurance companies, what will actually happen, and where the situation will ultimately lead to? |
want some clarifications from the hon. Minister.

The IRDA Act had been passed in 1999. | want to know how many foreign companies up till now have come in India
and have separately started operating throughout the country as insurance companies. | know of few of the
insurance companies which are in joint collaborations and have started operating in the insurance field. But it is a
fact that the area of operation of GIC as an insurer has been extended up to the whole world. So, naturally | am
interested to know what are the countries up till now which have been covered by the insurance agency and
whether GIC has succeeded to reach its target. | want to know whether it has only been prescribed that the GIC will
emerge as a re-insurer or it has reached up to certain foreign countries also. If so, which are the foreign countries
where GIC has succeeded to reach?

Sir, GIC had within its periphery, two major sectors - civil aviation and crop insurance. Its most unfortunate part is
that few of the States were not covered through this Crop Insurance Scheme and West Bengal is heading that list.
The farmers and the peasants are not covered with the Crop Insurance Scheme in the State of West Bengal though
drought or flood affects the State and millions of farmers are affected by natural calamities. They are not benefited
by this Crop Insurance Scheme. | may kindly be clarified by the hon. Minister whether my allegation, which | am
making on the floor of the House, is correct or incorrect. If it be so, | want to know whether the Government of India
can issue a positive direction to all the States to cover all the States and all the farmers under this Crop Insurance
Scheme.

Sir, | would rather ask that when the insurance sector has been given an open market - we are well aware that the
foreign companies have no infrastructure or mechanism as such by which they can penetrate into the rural sector
and can reach the poorest of the poor people - when and how the Government of India can penetrate up to the
lowest level and can reach up to the grass-root level. Under which periphery, under which category, and under
which scheme can these people be brought under insurance schemes? Our infrastructure in the insurance sector
has to be more modernised and better organised because we have opened our market to the companies from world
over. When the foreign companies invade our insurance market in India, they will look towards metro cities as such
and they will not try to go inside and penetrate into the Indian insurance areas up to the grass-root's level.

What are the new dimensions, what are the new approaches, what are the new thoughts and ideas that the
Government is now trying to project to build up this insurance sector as a very strong base of Indian economy? We
are apprehending, as the Opposition Members also apprehend, whether the interest of the common people will be
kept properly secured and whether by this competition, our insurance companies which have been demerged, will
be able enough to stand on their own feet.

| would like to know whether GIC is now being reduced to such an organisation that it has no teeth to bite. People
are asking these questions. They are saying that GIC is being reduced to such an organisation that it will have no
teeth to bite. After these four companies are delinked, namely, National Insurance Company Limited, Life Insurance
Corporation Limited, Oriental Insurance Company Limited and the United India Assurance Company Limited, what is



the organisational restructuring that is going to take place? Is it also a fact that the individual units did not accept
this proposal? The officials have this apprehension in their minds, not in the minds of the employees or the workers,
that if these four companies are merged together, there will be one CMD, there will be two or three Executive
Directors, but if they start functioning separately, then there will be different Executive Directors. If there was a
proposal to bring all of them under one umbrella, then it could have been a better profit-making unit, a profit-making
Central Government organisation, and they would have succeeded in resisting the foreign companies, who are
trying to invade our insurance markets.

Therefore, we are very keen that the Government should do stocktaking to see what the actual situation is, where it
stands now, how are the four subsidiaries functioning, whether GIC has succeeded in reaching its targets, how
many foreign companies have entered into this market and how they are being regulated. Many companies may
come and go, but how far we have succeeded in imposing the restrictions on them by which they could not cheat
the common people? Many people who would invest in these insurance companies have to be provided proper
security. | would like to know whether the provisions in the Bill are sufficient to provide security and protection
because they have already started functioning.

The Opposition Members, while initiating the debate, had asked a few questions. | would like to know whether this
major sector is capable enough to contribute to the Government exchequer or not. How far are you dreaming or are
going to be successful in ensuring that the purpose of the Bill is achieved? This may kindly be clarified.

Last but not least, a monitoring system has to be kept in place to monitor the whole set up. Without a monitoring
system, nothing can happen. So far as this insurance sector is concermned, a proposal to set up a new monitoring
system may be brought along with this Bill.

These things may be clarified, and | do not oppose the Bill.

SHRI PRABODH PANDA (MIDNAPORE): Thank you for giving me an opportunity to participate in this debate on
the General Insurance Business (Nationalisation) Amendment Bill, 2001.

I rise to oppose the Bill. It is being argued that in the present situation, in the present era of globalisation and
liberalisation, restructuring of GIC cannot be avoided. | do agree that restructuring of the GIC is very much needed.
However, the point is, in what way GIC should be restructured. A query could be raised in this context as to whether
we are in favour of strengthening the dominating position and competitive strength of the GIC or we want to bring it
down to such an extent that ultimately it gets out of the global competition.

Sir, that is the main question that we have to deal with. What is the purpose of re-structuring? The purpose of re-
structuring is to ensure efficiency by introducing clear objectives and performance criteria to make it more vibrant to
meet the challenges. In view of this, the Standing Committee on Finance in their report submitted to this august
House on the 19t of September, 2000 expressed their anxiety on the de-linking of GIC and advised the
Government to consider all aspects before taking a final decision on re-structuring. It recommended for merger of all
the four companies into one. | am strongly in favour of a single monolithic structure for the General Insurance
Corporation.

Sir, in this context | would like to take the opportunity of referring to a report by the Committee on Public
Undertakings. Many hon. Members of this august House have referred to this report. Please permit me to quote
from the report. It says:

"The Committee, therefore, recommends that the Government should merge all the four subsidiaries of
the General Insurance Corporation with the main GIC and also create a separate new Corporation for the
purpose of carrying on the business of insurance."

Sir, the recommendation of the Committee was very clear. But it is amazing to note that this Government is not
honouring the recommendation of this Committee. Not only that, before having introduced the Bill for passing in this
august House, the Government has already taken administrative measures in this regard. This is unfortunate. This
is nothing but undermining the parliamentary procedures.

Sir,  would like to point out that by inserting Section 24 in the Bill, the GIC is being prohibited to carry on general
insurance business and the immediate victim of this would be the social security schemes. The Government made a
commitment to provide social security for the people living Below Poverty Line (BPL). It is in total contradiction to
that.

Sir, the proposed changes, by de-linking the four subsidiaries from GIC and granting them autonomy, may reduce
the collective financial strength of this organisation as a whole and would adversely affect the bargaining power of



the company. Instead of consolidating the gains in an environment of competition, by inserting this Section 24 GIC
would be singled out to face the competition alone. Hence | oppose the Bill and | would like to request the
Government to think over it and apply their mind once again on the provisions of this Bill. | do not know the thinking
of the Government on this. | do not know if the Government have that mindset to honour the recommendation made
by the Committee on Public Undertakings Chaired by Dr. V.K.Malhotra, a leader of the BJP only.

| would request the Government to reconsider this. This Bill would have a tremendous adverse affect on the
employees. |, therefore, urge upon the Government to reconsider its decision and withdraw this Bill. | oppose the
Bill.
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SHRI BASU DEB ACHARIA (BANKURA): Mr. Chairman, Sir, | rise to oppose this General Insurance Business
(Nationalisation) Amendment Bill, 2001.

In the last Monsoon Session of Parliament, this Bill was brought out for consideration and passing, and we opposed
that. Our point of opposition was that the said Bill should be referred to the Standing Committee for scrutiny and
then it should be brought before this House. At that point of time, we pointed out that the Committee on Public
Undertakings had examined all aspects of the General Insurance Corporation and the proposal of de-merger of four
of its companies. They had said that the function of GIC would be re-insurance.

Now, the Government has implemented the decision on its own. What is the rationale behind it? The Government
has already made four subsidiaries of GIC as independent companies. General Insurance Company's function is to
do re-insurance. After implementing the decision, what is there in the proposed Bill?

| would request the hon. Minister of State for Finance to explain as to why this Bill was not referred to the Standing
Committee and why the Government had implemented this decision.

Sir, | have gone through the report of the Malhotra Committee and its recommendations. | have not seen anywhere
in the report that the Malhotra Committee had recommended for making these four subsidiaries of GIC as
independent companies.

The Committee on Public Undertakings (COPU) strongly recommended — before the Bill was brought forward in this
House - that instead of making these four subsidiaries as independent companies, they should be merged into one
company; then only, the GIC will be strengthened and the GIC will be able to face competition. But they have now
opened up, and the private companies have come in. At least six companies have registered themselves and
started functioning. | do not know how many of them have gone to the rural areas. The Minister may tell the House
about the percentage of rural insurance covered by these six private multi-national companies.



Everywhere we have this experience — world over, mergers and acquisitions are taking place, especially in the
financial sector. But we are doing the reverse! Instead of merging these four subsidiaries into one single company —
which was the recommendation of COPU - the Government has already made these four subsidiaries as
independent companies.

What is the intention behind this move? Is it the intention to strengthen the subsidiary companies or is it the
intention to weaken the subsidiary companies? We apprehend that the intention is to weaken these companies. In
that case, they will not be able to face competition; the motive behind this — our hunch - is that the Government will
gradually privatise these companies. It will be easier for the Government to privatise them, if they are weakened
first, instead of strengthening them and making them face stiff competition from the foreign multi-national
companies. So, the Government has decided to weaken the companies so that those companies can be privatised
easily.

An assurance was given by the Finance Minister. When we expressed our apprehension, he categorically said that
the nationalised insurance companies would not be privatised. The Government should clearly tell us the motive
and the rationale behind making them as independent companies.

The second point is that we were told that after opening up of insurance sector, nobody would be retrenched. The
Finance Minister, while replying to the debate on the IRDA Bill, said that:

"There is no question of retrenchment of any staff from these public sector insurance companies, namely,
the LIC, the GIC and its subsidiaries. Let me assure the House that all further measures which are
necessary in this direction will also be taken by the Government in due course to make these
organisations strong."

17.35 hrs (Dr. Raghuvansh Prasad Singh in the Chair)

This was the assurance given by the Finance Minister. He said that every effort would be made to make these
companies strong.

But instead of making these companies strong, the Government has weakened these subsidiary companies.

Sir, as per the General Insurance (Nationalisation) Act of 1972, the function of GIC was, superintending, controlling
and carrying on the business of general insurance. And the functions of the Corporation shall include carrying on of
any part of the General Insurance business if it thinks desirable to do so and aiding, assisting and advising the
acquiring companies in the matter of setting of standards of conduct and sound practice of general insurance
business and matter of rendering efficient service to the holders of policy of general insurance. Through this
amendment Bill the function of GIC relating to superintending, controlling and carrying on the business of general
insurance are taken away and substituted by the words 'carrying on the re-insurance business'. Who will then
discharge the functions of superintending, controlling and carrying on the business of general insurance?

They have already constituted GIPSA. Although an assurance was given that there will be no retrenchment, this
organisation called a meeting of all the employees, Class |, Il, llland IV, and put a proposal before all the unions.
The proposal was about the Voluntary Retirement Scheme. This is nothing but an effort to retrench the employees
of LIC and GIC. Though an assurance was given at the time of consideration and passing of IRDA Bill that nobody
would be retrenched and every effort would be made to strengthen LIC, GIC and its four subsidiaries. What is the
motive behind it? Why such a Bill is being brought before the House?

The Committee is a mini-Parliament. The COPU presented a unanimous report where nobody dissented. The
Chairman of that Committee, Prof. Vijay Kumar Malhotra, is from the ruling Party. Shri Sudip Bandyopadhyay is also
a Member of that Committee. He also agreed to the proposal of the Committee that there should not be de-merger
but all the companies should be merged and made a strong organisation. Such an important Committee like the
COPU made a unanimous recommendation but the Government did not take any care to examine whether this will
adversely affect the functioning of the insurance companies. It will adversely affect the functioning of the insurance
companies. In 1997 IRDA was not there. Insurance Regulatory Authority (IRA) Bill was there. The word
'development’ was not added to it. At that time, we all opposed it. We were with the ruling alliance. We used to
support them from outside.

But sitting there, we opposed and the Prime Minister, at that time, came and withdrew that Bill because we thought
that that was not in the interest of the people of our country. Sir, when the LIC was nationalised, what was its paid
up capital? It was only Rs.5 crore. When the GIC was nationalised, what was its paid up capital? It was only Rs.35
crore. How much dividend have they paid to the Government? It was thousands and thousands of crores. Today,
what will happen about social sector and social obligation in a country like ours where still 26 to 27 per cent of the



people live below the poverty line? Presently, the social obligation is being discharged by the nationalised
insurance companies. Will the multi-national companies and the private insurance companies which are coming
discharge that obligation? Why are they coming? They are coming here in order to garner profit and repatriate that
profit to their own countries. This Government has opened up insurance, financial sector and everything. This is not
in the interest of the people of this country. That is why, we are opposing it and we are against such measures
being taken by this Government.

I would like to ask why the Government had implemented it before bringing this Bill. What is the use of passing this
Bill when the Government had already implemented it? We are just ratifying the action of this Government which we
think is anti-national. This is anti-national. They want to destroy our nationalised insurance companies. They want
to weaken our nationalised insurance companies so that this Government is able to privatise. That is the main
motive behind this measure. That is why, | oppose it. | hope that the Government would, at least, re-think and would
withdraw the Bill. You appoint an Experts Committee. We have report of the Expert Committee also. We can
examine all the aspects as to whether this measure is in the interest of the people of our country and whether the
private insurance companies will undertake crop insurance. How many of them have started crop insurance? How
many of them have gone to rural areas? None. He will explain this while replying to the debate.

Sir, | oppose the Bill tooth and nail. | feel that even at this stage the wisdom will prevail upon the Minister and he will
withdraw this Bill as was done by the then Prime Minister, Shri I.K. Gujral in 1997.

SHRIN.T. SHANMUGAM (VELLORE): Hon. Chairman, Sir, | thank you for giving me an opportunity to participate in
the discussion on the General Insurance Business (Nationalisation) Amendment Bill, 2001.

Having set in motion the process of globalisation and liberalisation, our economy is undergoing phenomenal
change. The monopoly enjoyed by the public sector so far, is being loosened up. It has now been thrown open to
many players who are willing to come in the insurance sector. This service sector now provides competition to
prospective entrants.

The General Insurance Company of India will be entrusted only with the re-insurance business with the passage of
this Bill.

GIC will no more be the holding company of the four subsidiaries of the insurance companies like the National
Insurance Co. Ltd., the New India Assurance Co. Ltd., the Oriental Insurance Co. Ltd., and the United India
Insurance Co. Ltd.

Sir, the Finance Minister could have explained clearly the reasons for de-linking the four subsidiary insurance
companies that are carrying the general insurance business. Informed people know that it has been done for a
noble cause to provide a level playing field for both the private and public sector companies.

Already the results are encouraging. Better service conditions to the employees have come to the fore. Government
can now hopefully reap the benefits by way of collecting Service Tax. The tax net is widened now. It is no more a
kind of book transfer. It will be a real money flow to the exchequer. There were hue and cry about job security to the
employees in the insurance sector. Now it has been found that competition in the industry indirectly ensures better
service conditions and job opportunities based on quality performance.

The Bill also takes away civil aviation business and crop insurance business from the previous GIC. This would
give a double benefit. The share capital will be transferred back to the Government. The field can be thrown open
to more players. The Insurance Regulatory and Development Authority will become more meaningful. The Authority
can have an independent or autonomous role in regulating the insurance business.

The Minister, | hope and think, has de-linked crop insurance from GIC only for the purpose of setting up a separate
Agricultural Insurance Corporation as an amendment in the Budget of 2002. | request the Finance Minister to go
ahead with those reforms. | wish he could have brought about a comprehensive Bill now itself.

At this juncture | would like to strike a note of caution to the Government. As this happens to be a critical transition
phase, we must be careful. Success or failure of this policy change depends much on the way we handle things. So
far as setting up of standards of conduct and practice in General Insurance business and in rendering efficient
service to the holders of the policies of General Insurance is concerned, GIC had a functional role. Now, when it
comes to individual companies, the IRDA must play a dynamic role.

When foreign players are allowed entry in the insurance sector, they must begin with their own training divisions.
They must be asked to invest in human resource development rather than hunting for heads and snatching them
away from the hands of their competitors. Though this Bill does not spell out the possible entry of foreign
companies, yet it must always be made mandatory to start the business with their own investment.



We all know that 99 per cent of money in insurance sector is that of policy holders and the premium payers of the
country. | welcome this Bill. | am extending my support to it on behalf of Pattali Makkal Katchi and also on behalf of
our founder and leader Dr. Ramadoss.

With these words, | conclude.
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Social sector includes unorganised sector, informal sector, economically vulnerable or backward classes and other
categories of persons both in the rural and urban areas. In the social sector, in respect of the insurers, they would
cover 5000 lives in the first financial year; 7500 lives in the second financial year; 10,000 lives in the third financial
year 15,000 lives in the fourth financial year and 20,000 lives in the fifth financial year. st fewm@ & aFcrs® o it fow
fépar T 81 siueeY war B,

Six non-life insurance companies operating in the market, for the full financial year of 2001-02, covered 19,845 lives
against the minimum 5000 lives to be insured. We find that up to 31 St March, 2002, the non-life insurance
companies have procured fresh premium to the tune of Rs.14.22 crore in the rural sector. So, the Government is
fully committed to this. | assure the House, on behalf of the Government, that without social sector, we will not allow
any private company to do business.
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The IRDA is monitoring it fully. It requires to invest not less than 15 per cent in the infrastructure and social sector.
In the case of non-life insurance, it is not less than 10 per cent. With the data available with us, we find that up to
315! March, 2002, all the nine private insurance companies have invested around Rs.60,000 crore in infrastructure
and social sector. Similarly, the private sector insurance companies in life sector have invested around Rs.130
crore in infrastructure and social sector. #iedt w9Fe FRE MU 3R TREN HS B @1 AWM, TE qF F TE 8| TRHR
FHHIS 9% aMyat ave g9+t A 21 They have full strength and they have total infrastructure. They are searching for
it and using new products. As of today, no private company, maybe in the life or non-life sector, is in a position to
compete with all the national insurance companies. So, that way, we are encouraging them. We are not
discouraging them. We are giving them more and more autonomy. The Government does not want to interfere in
their entire business. Naturally, day by day, it is a new thing. Of course, there are likely to be some teething
troubles for the national companies for some time, due to the private companies. They will be looked into. But we
are fully supporting the national companies. There is no intention of the Government to denationalise it. No national
company will be denationalised or disinvested. Ultimately, they will be in tact as it is today. They will be
strengthened further and further. If requires, the Government can give support to all the companies including the
GIC. Of course, the fear is there in some people's mind but it is not correct..

A number of friends have mentioned about the Gujarat problem. Gujarat has faced an unfortunate tragedy. But, as
you are aware, there are some casualties concerning insurance employees also. Banking, insurance and other
sectors have settled one thousand claims. Forty-seven thousand insurance policies have been purchased. In non-
life sector also, more than five lakh claims have been settled. Growth of business in the General Insurance
Company in 1999-2000 was 4.8 per cent; in 2001, it was 5.9 per cent; and today it is 12 per cent. The total growth
rate of the Government insurance companies, including the General Insurance Company and four other insurance
companies is more than 12 per cent.



Some suggestions including waiting period have been given by my friend, Shri Priya Ranjan Dasmunsi. | would like
to assure him that we would look into it. We are gaining some experience but we would look into this. Your
suggestion is not only noted but the Government is also serious on these issues. If there is a need to amend
further, the Government would not hesitate to amend the same at any point of time in favour of the company and in
favour of the social sector, and in favour of strengthening the national character of the nationalised companies to
give more strength and more autonomy. In that direction, somehow the Government is trying to strengthen the
nationalised companies. We are not diluting any nationalised companies.

Further, a number of issues have been raised by the hon. Members. As | told, GIPSAis a very good organisation
like the Indian Bank Association. They sit together, decide together. They are not against each other. | would like to
assure that there should be no interference, which would make them grow stronger and stronger. If we interfere, we
would be weakening our own companies. Kindly boost their morale; do not try to weaken their morale. | would
appeal to the House to boost their morale by passing the Bill unanimously.

Then, a mention has been made by my friend about Shri Vishnu Bhagwan Agarwal, whose case is going on for 17
years. | would definitely look into the case, though it may be a personal case. | must tell you that every year LIC and
GIC are disposing of a number of complaints. More than 27 complaints are cleared. There are more than three
years' claims of 2.11 lakh. Now, the IRDA is monitoring it. They have received 270 complaints and settled 219
complaints. Whether it is a Government or private companies, they should be user-friendly, consumer-friendly and
policyholder-friendly. An hon. Member has expressed an apprehension that if the Government companies function
like this, who would go to a Government company. At the same time, everybody is also proud of Government
companies. Today, public trust is only on Government companies, Government banks, and Government insurance
companies because there is no fear of cheating. Why do they think so? They think so because there is an
assurance from the Central Government, insurance sector and banking sector. Banking deposits are jumping like
anything. There is a scam here and there and the Government is also inquiring into it. Here, the point is that
definitely there are some weaknesses. We can find out the weaknesses. We can improve further. As | assured you
earlier, we can amend the law after gaining some experience. We can amend the law in favour of progress of the
society. No Government would say that it would not amend the law. Law is a continuous process. This is the
assurance | want to give here.

| was mentioning about the settlement of 74.26 lakh claims and only 1.20 lakh claims are pending in the life
insurance. There is a huge amount of policies. Day by day business is growing in all the four companies. A number
of hon. Members have suggested to me that | need not go into so much detail. | am not going into so much detail. |
have already given some figures - LIC — 36 lakh policies; private — 27,000, which is eight per cent. In the life sector,
their figure is 7.55 lakh.

In the non-life sector, their figure is 81,000. As per the law, the Government is not only committed, but the
Government is also monitoring their business activities through the Insurance Regulatory Development Authority.
The Government is also reviewing the performance of the private sector companies from time to time as to whether
they are cheating the public. An hon. Member mentioned about how the non-banking financial companies cheated a
large number of people by vanishing after collecting a lot of money. So, we will not allow the private insurance
companies to cheat the people. What happened abroad is a different thing. But in India, the IRDAis closely
monitoring their performance. If any penalty is to be imposed, we will impose penalty on them and if any punishment
has to be meted out to them, we will do that also. They will have to follow the rules and regulations and the laws of
this country. There are no separate laws for the multinational companies and Indian companies.

So, | appeal to Shri Basu Deb Acharia not to say that this is an anti-national measure, because we are fully
protecting the rights of the workers, whether they belong to the Scheduled Castes or the Scheduled Tribes or any
other class of the society. No retrenchment has taken place till today. As | have already mentioned in the beginning,
all the assurances given by the Finance Minister will be fulfilled. The hon. Prime Minister has also said that no
cheating would be allowed and all the social sector obligations should be implemented scrupulously.
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Shri Priya Ranjan Dasmunsi and other hon. Members have given some suggestions. | would like to assure them
that the Government would keep them in mind. After the passing of this Bill, if there is a need for any amendment,
the Government will not hesitate to come forward and bring an amendment. | would once again like to assure the
House that all the assurances given by the hon. Finance Minister at the time of passing of the IRDA Bill would be
fulfilled. We are having an open mind. The Government cannot go ahead with a closed mind because it is a social
sector business. So, | appeal to all the hon. Members of the House to support the Bill and pass it unanimously.

SHRI RUPCHAND PAL : Mr. Chairman, Sir, we are not satisfied with the reply of the hon. Minister. So, we are
walking out in protest.

18.13 hrs

(At this stage, Shri Rupchand Pal and some other
hon. Members left the House.)
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SHRI AJOY CHAKRABORTY (BASIRHAT): Mr. Chairman, Sir, we are not at all satisfied with the reply of the hon.
Minister. He has not replied to the points that we have raised. So, we are walking out in protest.

18.14 hrs

(At this stage, Shri Ajoy Chakraborty and some other
hon. Members left the House.)

it s fHE @ "Eiey, § gereerd Ul $ e 9 916 ST Dl g

18.14 2 hrs

(aeazara st T fig 9 $8 31 " 9y 9y | dTEY gl )




MR. CHAIRMAN : The question is:

"That the Bill further to amend the General Insurance Business (Nationalisation) Act, 1972, be taken into
consideration."

The motion was adopted.

MR. CHAIRMAN: The House will now take up clause-by-clause consideration of the Bill.
Clause 2 Amendment of Section 2

Amendment made:

Page 1, line 10,

for "2001"

substitute "2002" (3)

(Shri Balasaheb Vikhe Patil)

MR. CHAIRMAN : The question is:

"That clause 2, as amended, stand part of the Bill."

The motion was adopted.
Clause 2, as amended, was added to the Bill.

Clause 3 Amendment of Section 2¢

Amendment made:
Page 2, line 13,
for "2001"
substitute "2002" (4)
(Shri Balasaheb Vikhe Patil)

MR. CHAIRMAN: The question is:

"That clause 3, as amended, stand part of the Bill.

The motion was adopted.



Clause 3, as amended, was added to the Bill.

Clause 4 Amendment of Section 15

Amendment made:

Page 2, line 20,

for "2001"

substitute "2002" (5)

(Shri Balasaheb Vikhe Patil)

MR. CHAIRMAN: The question is:

"That clause 4, as amended, stand part of the Bill.

The motion was adopted.
Clause 4, as amended, was added to the Bill.
Clause 5 and 6 were added to the Bill.

Clause 7 Amendment of Section 31 B

Amendment made:

Page 2, line 34,

for "2001"

substitute "2002" (6)

(Shri Balasaheb Vikhe Patil)

MR. CHAIRMAN: The question is:

"That clause 7, as amended, stand part of the Bill.

The motion was adopted.
Clause 7, as amended, was added to the Bill.
Clause 8 was added to the Bill.

Clause 1 Short title and commencement

Amendment made:



Page 1, line 3,

for "2001"

substitute "2002" (2)

(Shri Balasaheb Vikhe Patil)

MR. CHAIRMAN: The question is:

"That clause 1, as amended, stand part of the Bill.

The motion was adopted.
Clause 1, as amended, was added to the Bill.

Enacting formula

Amendment made:

Page 1, line 1,

for "Fifly-second"”

substitute "Fifty-third" (1)

(Shri Balasaheb Vikhe Patil)

MR. CHAIRMAN: The question is:

"That the Enacting Formula, as amended, stand part of the Bill."

The motion was adopted.
The Enacling Formula, as amended, was added to the Bill.

The Long Title was added to the Bill.

SHRI BALASAHEB VIKHE PATIL: Sir, | beg to move:

"That the Bill, as amended, be passed.”

MR. CHAIRMAN: The question is:

“That the Bill, as amended, be passed.”

The motion was adopted.






