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Dr. ViJaya AIwuIa: This was said 
by the man who was once called he 
conscience-keeper of Mahatma Gandhi. 

ShrI P. N. BlDch: Now, Rajaji has 
chanced that opinion. 

Dr. Vljaya AIwuIa: Not so far as 
this is concerned. These words are 
In the book, and they can be read by 
any hon. Member if he sO desires. 

As my innings have come to an end, 
and it is now half past three of the 
clock, I would conclude now. I thank 
you very much for giving me thi~ 
opportunity. I would once again 
say that there is no need for anybody 
to be fri,htened as long as he is a 
good citizen of this country. 

15.38 II1'II. 

COMMI'rl'EE ON MEMBERS' BILLS 
AND RESOLUTIONS 
SEVENTY-THIim REPORT 

Shrl JhuJan SIDha (Siwan): I beg 
to move: 

"That this House agrees with 
the Seventy-third Report of the 
Committee on Private Members' 
Bills and Resolutions presented to 
the House on the 30th November, 
1960." 

Mr. CIIalrmaD: The question is: 

"That this House agrees with 
the Seventy-third Report of the 
Committee on Private Members' 
Bills and Resolutions presented to 
the House on the 30th November, 
1960". 

The motion was adopted. 

RESOLUTION RE: NATIONALISA-
TION OF GENERAL INSURANCE 

-contci. 

Mr. CIIalrmaD: The House will now 
resume further discussion of the fol-
lowUqr ReaoluUon moved by Shri T. B. 

Vittal Rao on the 18th Novenilier 
1960:-

"This House is of opinion that 
General Insurance should be na-
tionalised". 

Out of 2 hours allotted for discus-
aion of the Resolution, only one mi-
nute has been taken. Shri T. B. 
Vittal Rao may continue his speech. 

Shrl T. B. Vittal Bao (Kbammam): 
1 moved my Resolution for the nation-
alisation of general insurance en-
couraeed by the remarkable progress 
made by the Life Insuruce Corpora-
tion. Secondly, in our economy, in-
dustrialisa tion is going on and there 
Is need to improve the general insur-
ance business not only with regard to 
industries and other things but also 
with regard to crop and cattle insur-
ance. Now, general 'insurance covers 
only fire, marine and miscellaneous. 
Thirdly, the revealing facts that have 
been disclosed as a result of inquiries 
into the working of the New Asiatic 
Insurance Company and the Ruby 
General Insurance Company that are 
going on, are another factor. 

Shrl P. R. Patel (Mehsana): These 
are credit institutions, and the naming 
of those institutions will rather have 
some adverse effects in foreign coun-
tries where we get business. We get 
business of about Rs. 12 crores every 
year from foreign countries. 

Mr. Chairman: He need not refer to 
the names. 

Shrl Tyap (Debra Dun): Argu-
ments can be advanced without men-
tioning the exact names of any firms. 
After all, this business is very sensi-
tive. 

Shrl Sadhan Gllpta (Calcutta-East): 
It was stated in the Rajya Sabha. 

Mr. Chairman: We need not go by 
what has happened there. 

Shrf T. B. Vittal Bao: For the in-
formation of the House, I may quote 
the reply given by the hon. Deputy 
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[Shrl T. B. Vlttal Rao] 
Minister of Finance. Shrlmatl Tar-
keshwari Sinha tn a Qupstlon In this 
House. on the l'7th AUirust R~kpd by 
mv collelilrue. Shri H. N. Muke"i"e. 
with re~BT"d to the inlmi" recpntlv 
cond1lcted Into the all'airs of the N .. ~ 
AsIatic Insunnce Comnanv and the 
Rubv General Insurance Company. I 
shall quote the question: 

"(al Whether an inaui" had 
recently been conducted into 
all erred Irrelrularitles in the 
affairs of the New Asiatic and 
Ruby General Insurance Compa-
nies; 

"(b) If so, what were Its find-
ings; and 

"(c) what sten! have b"en taken 
In regard to this matter?" 

The hon. Minister replied: 

"A statemP-Tlt Is laid on the 
Table of the House". 

MI'. Chairman: Even so. It would be 
better to keep out names. 

Shrl T. B. VlttaI Bao: These Are 
very relevant. 

Shrl V. P. 'Nayar (Qullon): The 
whole discussion is dealing with them. 

Shrl P. IL Patel: We may discuss 
the matter of Irre~larlties, but the 
naming of Individual concerns would 
have adverse effects on their credit. 

Shrl V. P. Nanr: The hon. Member 
Is not new to the House; he Is only 
new to the Party. 

Shrl C. B. Pattabht Baman (Kum-
bakonam): Naming of credit Institu-
tions In this context may do them in· 
calculable harm. 

Shrl Prabhat Kar (Hoo.:hly): The 
Inquiry Is going on. What Is the 
harm in doing It? 

Shrl T. B. Vlttal Bao: I would not 
have referred to this had it not been 

for the reply that has been given by 
the Minister. I am very much en-
couraged because a few questions in 
this House elicited such a comprehen-
sive replv as the one which was given 
by the Deputy Minister. I would 
crave the indulgence of hon. Members 
while I read out from the statement 
laid on the Table. 

''The investigation by auditors 
into the allegations of malpractic-
es and manipulations against this 
Company" has been completed and 
a Report submitted to the Govern-
ment. The Report is at present 
under examination and, as such, 
action which Government may 
take will have to wait tilJ "the 
examination is completed". 

This is with regard to the Ruby Gene-
ral Insurance Company. Hon. Mem-
bers who have objected to my state-
ment would have done wen if they 
had protested at that stage when the 
reply was given by the hon Minister. 
Then with regard to the New Asiatic 
Insurance Company, this is the reply: 

"(a) The investigation by audi-
tors into the allegations of mal-
practices and manipulations 
against this Company has been 
completed and a Report submitted 
to the Government. 

"(b) The nature of the findings, 
as contained in the auditors' re-
port, is indicated below:-

(I) misappropriation of funds by 
(a) showing false payments 
of claims or commission; (b) 
showing lump sum withdraw-
als of money as expenses of 
management without indicat-
ing proper details; (c) mak-
ing false entries in books; 

(iI) large suppression oJ losses by 
making false entries in the 
books which were reversed in 
convenient instalments in 
subsequent years; 

It also deals with falsification of ae-
counts, falsification of returns and 10 
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on-I am not reading the whole of It. 
Then it says: 

"A formal communication was 
lent to the Company informing it 
of the findings of the auditors and 
jliving it an opportunity to ex-
plain. The Report was thereafter 
examined in the light of the ex-
planation received from the Co~­
pany in consultation with the Mi-
nistry of Law and it is felt that 
further investigation would be 
necessary to locate responsibility 
for the acts which the auditors 
considered wrong. It was, there-
fore, decided to appoint two direc-
tors on the board of directors f 
the company under the powers 
vested in the Government by sec-
tien 48C of the Insurance Act." 

Then the names of the two directors 
are given. Since then the Company 
has closed down. I am very very 
happy that such a comprehensive :-e-
ply was given, because in this House 
when questions of this nature are 
tabled, generally the answers are 
rather evasive. So hon. Members who 
have objected to my naming the com-
panies would now realise that it was 
an afterthought. 

Shrl V. P. Nayar: They will never 
realise their mistakes. 

Shrl C. R. Pattabhi Raman: It is not 
as if there is a public inquiry going 
on. What I am saying is that there 
Is a report. We can certainly make 
comments on that. I am just warning 
him that there should be a sense of 
fairplay shown in this matter. I am 
Dot interested in anything. 

Shri V. P. Nayar: Does he mean 
comments minus the companies? 

Shrl T. B. Vittal Rao: The last rea-
Ion why I have moved this Resolution 
is that we want to break up the mo-
nopoly which some of the companies 
in general insurance enjoy. These 
companies are in the hands of a few 
Industrial houses or industrial mag-
nates like the House of Tatas. the 
House of Birlas and so forth. 

It would appear from the Indian Ift-
surance Year Book-I have collected 
some facts--that there are 177 ('om-
panies working as of 1st December 
1959. Out of these, there are 90 In-
dian and 87 non-Indian compa-
nies. The total assets of the In-
dian insurers as of 31st December 
1959 is Rs. 52 crores and that of 
foreign companies, Rs. 11 crores. The 
subscribed and paid-up capital of 
these Indian companies stood at Rs. 25 
crores and reserves at Rs. 26 crores. 
The total profits for the year 1958 
were Rs. 2 crores. It may be noted 
that our Indian insurers have increas-
ed their business. Some years ago, 
it was the total monopoly of foreign 
concerns. Even so, in 1959, the per-
centage of Indian insurers is only 
64'3 as against 35'7 or so of non-
Indian insurers. 

After nationalisation. some compa-
nies have been taken over. They did 
not do their busine~s. They gave it 
UP to LIC. and a little later some of 
the companies closed down. There 
has been a reduction in the number of 
companies because the big monopolies 
do not allow the small companies to 
come UP. Therefore. some small com-
panies have closed down. Some of the 
big companies have closed down (.n 
account of their mismanagement and 
so forth. 

It may well be argued bv some here 
that there is a code of conduct aJn"eed 
to in this business. I understand there 
Is a code of conduct and this code 
has been revised so many times. But 
I will on Iv refer to one of the com-
ments made by the Chairman of one 
of thf'se companies. Shri M. A. Muth-
lah Cbettiar. Chairman of the United 
India Co.. told the annual general 
meeting In 1959: 

'"I'his Code. with Its revision 
from time to time, has been In 
operation for some years. But 
everyone concedes that It has not 
succeeder:! in achieving the object 
for which it was framed. The 
unhpalthy practices still persist 
thoulrh under a different garb. It 
would indeed be a great pity if 
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[Shri T. B. Vittal Rao] 
large sums of money which com-
panies are called upon to pay year 
after year have made the admi-
nistrative costs of the Code should 
go in vain". 

I do not want to add any further 
observations of mine because the re-
marks of one of the Chairman of the 
companies itself goes to show that the 
Code is observed in its breach. 

Suppose a cargo has to be shipped. 
The cargo cannot be shipped uniess 
and until it is insured. There are the 
shipping agents who say that unless 
and until the cargo is insured with 
such and such a company they would 
not take it. There is no choice left 
for the person who wanta to send the 
cargo. This is one thing. There are 
so many other ways by which this 
under-cutting and unhealthy competi-
tion goes on in this field. 

I would briefly refer to the dividends 
paid in this business. I am making 
a specific reference to this because 
when this resolution was debated in 
the Rajya Sabha it was stated that 
this business is not a very paying pro-
position and that it does not give fair 
returns or good profits. I will :mly 
state the dividends that have been 
paid by who companies for the years 
1956, 1957 and 1958. The dividend 
paid by British India General Insur-
ance in 1956 was 111 per cent; by Con-
cord 20 per cent; in 1957, General In-
surance, III per cent; concord 20 per 
cent; in 1958, General In-
surance 121 and Concord 20 per cent. 
These are some of the figures which 
indicate the profits that are being 
made by these companies. 

In the same debate it was said, how 
can we enter into this field without 
proper technical personnel, that is 
personnel, who would be able to go 
and inspect the packages, go to the 
ships and inspect the packages and re-
port about the extent of damage Ihat 
has to be paid or the claims that have 
to be paid. They should have some 
nautical training and all that. I am 

amazed at this. Today we have en-
tered so many fields. I can tell you 
today that in the industrial field pro-
ductivity has increased to such :m ex-
tent that with these low wages they 
are able to compete with Europeans. 
It is so in the Inteeral Coach Factory, 
Perambur; it is so with the Hindustan 
Machine Tools. Can we say that we 
cannot have trained personnel? I 
would say that in order to train our 
people at least we should enter this 
field. If they are not trained, in the 
ini ,ial staees there may be diflicul ty. 
There may be some loss incurred. But 
we should enter into this field. It is 
not that we have absolutely no '.rain-
ed personnel. These companies are 
already in the field and they have the 
trained personnel. 

Then I will come to the question of 
the extension of this business. Be-
fore nationalisation, Life Insurance 
companies had not gone to the villages 
at all. Today we know that they 
want to do more in the rural ar~as 
and benefit those people. We hear of 
some J anata policies being issued So 
also, I am confident that if eeneral in-
surance is taken over by Government, 
we will be able to enter into fields to 
which we have not devoted any at-
tention before. Therefore, in order 10 
improve, it is essential that we should 
enter this field. 

Then, about compensation. Of 
course, one of my colleagues has given 
notice of an amendment that there 
should be no compensation paid. But, 
here we are working under a Consti-
tution In which compensation is as-
sured. The assets of the Indian com-
panies are about Rs. 52 crores and of 
the foreign comparues are about Rs. 15 
to Rs. 16 crores. Dominant among the 
foreign companies are those registered 
in the United Kingdom. Therefore, 
with our Commonwealth association, 
it would not be a very difficult to 
phase the payment of compensation 
over a number of years. To those 
companies in India we can just phase 
the compensation over a period of 
years so that it cannot be a burden 
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immediately on the Exchequer of our 
country. We will be going on making 
proill.S and from those pronts we may 
easily pay them. 

Some of the amendments which 
bave been given notice are very in-
teresting, especially the one given no-
Uce of by Shri P. R. Patel, who de-
mands that there shall not De nation-
alisa tion for 25 years. 

Shri V. P. NaJar: New enthusiasm. 

Shri T. B. Vlttal Bao: I hope Gov-
ernment is committed to periods of 
five years and not for a number of 
years like 25 years. That is another 
way of teliing that there shall be 110 
nationalisation at all. 

Shri Braj Raj Sinrb (Firozabad): 
He is a new convert. 

Shrl T. B. Vittal Bao: He has got 
some experience of some shipping 
companies as a Member of the Na-
tional Shipping Board which has got 
some links with these in,urance com-
panies. Therefore, he has enough ex-
perience. But, I am sorry that that 
amendment only amounts to saying 
tnat there shall not be any natio:llIli-
sation of general insurance. 

Then, there is another amendment 
given notice of by Shri S. M. Banerjee. 
I am not agreeable to that. But, I 
would like the amendment of my con-
gress colleague Shri M. C. Jain. That 
IS a very acceptable amendment, in 
which he says that these companies 
SIlould be taken over by the LIC. 

Shrl V. p. NaJar: He is an old Con-
gressman. 

Shri T. B. VlttaJ Bao: Then, it may 
be argued that the profits are so low; 
why should we take over this busi-
ness? After all, the Exchequer would 
be benefited after this nationalisation 
only to the tune of a few crores of 
rupees, say, as. 2:07 crores. But there 
are various other commissions. It 
you add them all, it comes to about 

GeReral InsuTallCe 
as. 6 crores; it would mean nearly 
as. 30 crores for the whole of the Plan 
period. 

They may say the amount is 
meagre. But we hear in our House 
every day about the foreign exchange 
difficulties; for want of one crore of 
rupees, sOme projects are not taken 
up or postponed for year;; together. 
Only yesterday we were told that we 
were not able to take up the con-
struction of a dry dock at Visakha-
patnam for want of foreien exchange 
of Rs. 1:2 crores. We are at the same 
time prepared to pay nearly one 
crore of rupees every year for dry 
docking at Singapore. So, even the 
little which we get by foreign ex-
change would be beneficial to our 
country. With these wor':'s, Sir, I 
commend my Resolution to the House. 

Mr. Cbairman: Resolution moved: 

"This House is of opinion that 
General Insurance should be 
nationalised." 

There are some amendments. 

Shrl SInhasan Sinrb (Gorakhpur): 
I have an amendment. 

seems to be 
simple reason 

the same as in 

Mr. Cbairman: That 
. out of order for the 
that the substance is 
the original motion. 

Shrl P. R. Patel: I move my amend-
ment. 

Mr. Cbairman: It is only negative 
amendment. 

Shrl P. R. Patel: It is not negative; 
it says that the Government should 
not do it for 25 years when they will 
have the experience. It is not negat-
ing the idea of nationaJisation. 

Mr. Cbairman: I am of the opinion 
that it Is out at \rder. 
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Shrl TrlcUb Kumar Cbaudharl 
(Berhampore): Sir, I beg to move: 

In the resolution-

add at the end-

"and a General Insurance 
Corporation of India be started 
immediately under full Govern-
ment ownership to take over pri-
vately owned General Insurance 
business with the same pattern of 
organisation as the Life Insurance 
Corporation of India under the 
overall control and supervision of 
the Union Finance Ministry". (3) 

Mr. Chairman: So, this amendment 
and the original Resolution are before 
the House. 

Shrl Sadhan Gupta (Calcutta-
East): Mr. Chairman, I rise to sup-
port the Resolution that has just been 
move by Shri Vittal Rao because it is, 
In my view, the only logical course 
from all points of view. It is logical 
In the interest of the industry itself; 
It is logical from the point of view 
of the people of this country and it 
is logical from the point of view ot 
the employees employed in the 
general insurance concerns them 
selves. 

The conditions in the general insur-
ance industry are by no means hard. 
There has been a phenomenal growth 
of business. In 1928, in the years tor 
which we have the earliest statisti~, 
the gross premium income in gen~ral 
insurance was only Rs. 41 lakhs. 
Today, or rather thirty years after 
that, in 1958, it was Rs. 29.116,37,000. 
In future, even brighter prospects are 
in the offing. We have already put 
into commission two five year Plans 
and there are other Plans in the offing 
which assure a big industrial jump 
forward which will give a fillip to 
general insurance busine!ls. An 
organised produce marketing is 
developing and that brings in consi-
derable scope tor expansion of j!ene-
ral Insurance. We are developing 
communications and In the wake of 

communications necessarily trade and 
commerce expand and the markets 
expand and the scope for general 
insurance expands. Further prosperity 
is assued. 

But the paradox of the situatiol'l is 
that we are witnessing closures of 
general insurance concerns in an 
alarming manner. I believe since the 
nationalisation of life insurace about 
38 general insurance concerns have 
closed down either completely or 
partially. During the last one year 
or so, two big companies have closed 
down. The Standard Assurance 
closed all its branches and has kept 
only its head office open. The New 
Asiatic Insurance--a Rirla concern-
has closed down in~urance business 
completely. Why this paradox and 
why this crisis amidst prosperity? 
The reasons are principally three: 
malpractices, the impact of nationali-
sation of life insurance and concen-
tration of businrss that is more anel 
more taking place in the industry. 

The general insurance business in 
our country, as was the case with the 
erstwhile lif~ insurance business 
festers with malpractices of a bafl\ing 
number of varieties. The malpractices 
stem either from the necessity to hold 
on in the face of bitter and ClIt throat 
competition from concerns with con-
centrated business or, more often, 
from the very laudable motive of 
making surreptitious gains for the 
people in the management of these 
concern~ or of allied concerns at the 
instan('e of the Insurance company. 
Of the first kind are the megal 
rebate!! on premium to big customers 
or sometimes to allied concerns. The 
rebate usually goes to the pocket of 
some one In the management ot the 
customer concern. AlllO Illegal pay-
ments of extra commissions, to agents 
for procuring business account for 
this: Of the second kind are mis-
appropriations by the management of 
the Insurance concerns through 
speculatiOn in shares on the very 
sensible basis that if there Is • gain 
on the shares the person in the 
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management who speculate geb the 
pin and if there is a lo~s it is shifted 
on to the insurance company or, at 
the most, the loan is returned. Either 
the loss accrues to the insurance com-
pany or at any rate no ~in ever 
accrues through the utilisation of 
their funis. Naturally these trans-
actions cannot be shown in the ac-
count books as they have actually 
taken place. In philosophy, you are 
aware of the doctrine of mire-things 
are not what they sepm and this very 
philosophical doctrine has been freely 
applied to Insurance on a very large 
scale. 

Shrl V. P. Nayar: It is maha malla. 

18 hlW. 

8hrl Sadhan Gupta: 1 quite agree, 
as Shri V. P. Nayar says it is maha 
maya. If you find entries under 'he 
head of expenditure such as salaries 
and allowances or travelling expen.es 
or loans or al!ent's balances or out-
standing premium, you will be very 
much mistaken to assume that they 
really represent those heads of ex-
penses. If you make that assumption, 
you will be as much mistaken as you 
would be if you assume that the 
world Is a reality in the Vedantic 
philosophy. A large proportion of 
those entires would represent, 
perhaps, iII~al commission or illegal 
rebates or, perhaps, misappropriations 
and amounts appropriated to share 
speculation on account of some one In 
the management. Shri Vittal Rao has 
already pointed out the affairs that 
have ('orne before the House in res-
pert of the New Asiatic Company. 
Allditor~ had to be appointed and 
investll!atlons had to be made about 
this New Asiatic Company. In res-
pect of other companies also Investl-
gstlon! have been proceeding. In 
order to check all these malpractices 
there ha. been evolved, what has been 
pompou~ly called, a code of conduct. 
That was evolved with con~iderable 
fanfare ani It was paraded that that 
mil!i"ht be a cure for all ills. But. Bl! 
Shl'i Vittal Rao ha. pointed out. !!Ihrl 
Chettiar has stated that the code of 
conduct has been useless and the 

money spent on the administration of 
this code of conduct has been a waste. 
Shri Tulsidas Kilachand, the Chair-
man of the New Great Insurance 
Company also has stated that 
the code of conduct hBl! not served 
its purpose. As regards composite 
insurance companies, many insurance 
companies depended on the life busi-
ness for supporting their general busi-
ness. Life business was more profit-
able and therefore they used It to 
support their general business. With 
the nationalisation of life business 
they find themselves in a quandary. 
The Globe Insurance Company was 
directed by the Supreme Court to 
refund the loan taken from the life 
fund and as a result of that it has 
been forced to close down. This is 
the state of most of the composite 
insurance companies which were 
doing life business. 

Then comes the question of concen-
tration of business. This concentra-
tion is tending to become appalling. 
The latest known position, according 
to the figures, is that the first ten 
companies command a net premium 
income of 65 per cent of which New 
India alone command 30,1 per cent. 
The last 50 companies command only 
4 per cent and the last 20 among them 
command only 0'4 per cent. As 
regards free capital and reserves the 
first ten command 50 per cent out of 
which New India alone command 
32'8 per cent, the last 50 command 
only 10 per cent and the figures for 
the last 20 among them are not 
available to me. Is there any wonder 
that smaller companies find it difficult 
to continue In such a state? It will 
be ostrichism to suppose that any-
thing can eliminate these malpractices 
anI this concentration of wealth 
except natlonalisation of the general 
imurance companies. The experience 
of life Insurance in the private sector 
has completely proved that malprac-
tices cannot be eliminated however 
hard you might try, however much 
you might legislate. however meticul-
ously you might check up the a1!alrs 
of a company. 
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[Shri Sadhan Gupta] 
About employees, Sir, the only way 

to save them is also by way of na-
tionalisauon. Already after nationa-
lisatlon 01 life insurance about a 
tnous,md emplOyees have been re-
trencnec1, wno make up about 10 per 
cent. 01 the wnole employee force in 
tne general insurance busmess. That 
is a s~nous matter. 11 nOlhmg is done 
soon many more will be on tne streets. 

11 general insurance business is 
nationall,ed, on tne otner hand, there 
is a great possibllity of expanslon 
later and as a resUlt of that all em-
ployees and many more can be pro-
vi_ed for. From the people's pomt 
of view the benerits will be enormous. 
Apart from creating a healthy indus-
try in the general insurance sector, 
which cannot be created as loni as it 
is in the private sector, there is a 
great scope for expansion, taking up 
new ventures, savlOg foreign ex-
change and economy. lncidentally, 
there will also be prevention of 
some tax eV&llion. 

In spite of what has been paraded 
from some quarters, trom some sec-
tions of this liouse about the boon of 
free enterprise, the experience of 
the eeneral insurance sector ia that, 
apart trom the very ethical practices 
developed by tree enterprise, tree 
enterprise has revealed a singular 
reluctance to venture into new fields. 
Except for fire and marine insurance, 
the rest ia accident insurance and 
most of the accident insurance busi-
ness is confined to automobile insur-
ance. 

In an airlcultural country, life-
stock insurance is essential. For 
Instance, our farmers have got cattle. 
There are many contingencies In 
which their cattle may die. Then they 
will be left without their livelihOOd.. 
So cattle insurance wouU be a great 
boon to our farmers. But nothini is 
done by way of cattle Insurance by 
our companies. The only litestock 
insurance In which they engage is the 
Insurance of raCe horses. Aiain, in 
an agricultural country, crop inaur-

~erat Insurance 

ance is absolutely essential. It is 
highly beneficial. It is also eminetly 
desirable. But no company will 
venture into this field.. I do not 
blame them. These are risky insur-
ance and a company which will ven-
ture into these fields has to have very 
large resources. The largest of our 
lndian companies is only a pigmy 
company in comparison with com-
panies elsewhere in the world. There-
fore, they cannot be expected to 
venture into these kinds of insurance. 
But then, that is not the last word.. 
We need that kind of insurance. 
Therefore, we have to provide for it, 
and the only way to provide for it, 
the only way to confer this benefit on 
the people is to nationalise general 
insurance, for a public corporation to 
take it up and to provide this kind of 
insurance throligh its very mw:h 
larger resources. 

The experience of life insurance 
business gives much encouragement 
in this field. With all these years of 
life insurance which the private 
sector had developed and about which 
they used to exhibit a very great 
pride, nothing was done by way of 
insuring In the rural areas, nothing 
was done by way of insuring indus-
trial workers. But when the Corpo-
ration took it up janata policies have 
been instituted, rural insurance hal 
been undertaken in some ways. We 
do hope that gradually this will 
extend and it will confer a very 
great benefit on our people. Surely, 
Sir, if general in9'\ll'8.nce is nationalis-
ed, the insurance against risks which 
need to be insured and which is 
beyond the capacity of the private 
sector to insure can be assured and 
in that way a great benefl.t will 
accrue to our country. 

Now, Sir, the profits which wlll be 
available will be very useful for 
long-term financing of industries. 
Because, in the case of life insurance, 
you cannot risk the life funds in long 
term financing. But in the case of 
general insurance, as soon as the year 
is over, the risk expires and )'ou CIID 
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Invest the profit for long term 1\nan-
cing of Industries. By a judicious 
utilisation of the large premium 
income that must necessarily come to 
a nationalised general insurance con-
cern,-and the premium income will 
grow larger and ever larger year by 
year-both the public sector and the 
private sector Industries can benefit 
and that is another argument for 
natlonalisation of general insurance. 

The scope for economy is enormous, 
an:! so is the scope for saving foreign 
exchange. In these desperate days, 
we are short of foreign exchange and 
we certainly need to explore every 
avenue for saving foreign exchange. 
As regards economy, the procuration 
expenses are ruinious. The expense 
ratio allowed to medium size com-
panies Is 40 per cent out of which 30 
per cent is spent on procuration. 
What can you expect these companies 
to do by way of paying suitable 
salaries to the employees or by way 
of other buslnessUke ventures? A 
large proportion of these procuration 
expenses also Is wasted on rebates 
and Illegal commission. Nationallsa-
tion will avoid all this. It will elimi-
nate Illegal commissions and It will 
elmlnate rebates and thereby «et 
more money and al50, If will be able 
to reduce the procuration expenses to 
a lar«e degree. This I, amply demon-
strate:! by the fact that the expense 
ratio of the Life Insurance Corpora-
tion's subsidiaries Is rapidly going 
down, while this Is not the case with 
the private sector In general insur-
ance. 

Rel(arding marine Insurance, due to 
outs1de competition the rates of 
marine Insurance a.:e too low here. 
They are uneconomical and almost 
every company undertakinll/ marine 
Insurance Is suffering loss. The marine 
Insurance department Is only supPOrt-
ed by hill/h tre rates. A natlonaUsed 
general Insurance scheme can do 
mUch to eliminate uneconomic compe-
tition and put both marine and fire 
Insurance on • rational basis. 

Then there is the huge drain of 
foreign exchange through reinsurance 
treaties. About Rs. 4 crores of foreign 
exchange are drained out of this 
country through reinsurance. It is a 
well-known fact that the larger the 
amount of business and the bigger 
the spread of business, you can 
attract more favourable treaty charges 
for reinsurance. It is a well-known 
fact that New In1ia, due to its large 
business, receives full reciprocation 
for reinsurance premium ceded 
abroad. It receives more than it 
secedes. Smaller companies lose or 
reinsurance, and they are not in 
such a position as the big ones. A 
nationalised concern will be in a 
much better position than New India, 
because it will have a much greater 
spread of business and it will have a 
much larger volume of business than 
New India can ever aspire to have, 
and as a result, it will have more 
favourable treaty charges, and there-
by it will not only save Rs. 4 crores 
but probably earn foreign exchange 
in the bargain. 

Also, our vessels are now mostly 
insured in London, which is a drain 
on foreign exchange, and if we 
nationalise general insurance com-
panies, we can, with our larger reso-
resources, insure our own fleet. This 
is very important aspect, because, as 
our plans go on, as one plan follows 
another, our maritime fleet is bound 
to increase. 

Then there will be a saving in 
taxes. As I said, through rebates, 
many wrongful gains are made, and 
also through share speculations. The 
gains made through rebates are 
shown in false accounts and as a 
result we canont detect the amount 
of surreptitious gains which are made. 
It has been conjectured or estimated 
by experts that about R!. 2 crores go 
by way of surreptitious gains and at 
least Rs. 1 crore is lost in the shape 
of taxes. Perhaps much more is lost 
In that way and we can easily avoid 
that evasion of tax. All this Is to the 
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benefit of nationalisation of general 
insurance. 

What can be said against nationa-
lisation? I cannot conceive of any-
thing being sald against it except that 
the charge~ for compensation will be 
too high. I do not agree to that, 
because the charges for compensation 
cannot be too high. Because, the 
total assets of the insurers today, 
believe, is about Rs. 63 crores, and 
the gross premium income already is 
Rs. 29,66,37,000. That premium 
income is bound to go up considera-
ably and profits are bound to be made, 
and as a result, if we spread our com-
pensation, we can easily take over the 
business and manage the compensa-
tion and in fact milk the business in 
future years. For paying compensa-
tion, there will not be any difficulty. 
Even if there be some difficulty m 
paying compensation, in view of the 
malpractices prevailing and in view 
of the economy that can be effected 
thrC!ugh nationalisation of general 
insurance, in view of the foreign ex-
change that can be saved, in view of 
the healthy growth and development 
that can be infused into the indlL>try, 
in view of the benefit to the employees, 
in view of the benefit, through the 
expansion in the new venture, to the 
people, this is an undertaking worth 
going in~o. This is a thing that the 
Government should, in the interests 
of the country, undertake and find the 
money for. 

Shri P. B. Patel: Mr. Chairman, I 
have heard my two hon. friends; they 
want that all general insurance work 
should be nationalised. I think with 
their ideology, they are on the right 
path, because they derive this thought 
from Russia, and in Russia everything 
is nationalised. So, it would be 
naturally proper for them to ask for 
nationalisation of general insurance. 
But let me tell you that Russia is not 
the only country in the world. In 
European countries, other than Russia, 
and in the United States and Canada 
and other countries, there are general 

insurers. They do this work and there 
it is not wlth the public sector but in 
the private sector. linterruption). I 
am not of the view that if need be it 
should not be nationalised. But we 
shall have to conslder whether the 
country will gain thereby, that is, by 
na ,ionalising general insurance. 

Let us see the progress made by the 
general insurers in the last five years. 
We tind that m 1953, the premlum in-
come was Rs. 16,02,74,OUO, and in 19;)H, 
the estlma.e was Rs. 24,117,79,000. So, 
the progress is about 45 per cent to 
50 per cent. When we see the progress 
bemg made by the Indlan compames, 
is lt proper to create doubts m the 
insurance management that general 
insurance will be nationalised.? Such 
doubts WIll ra.her hamper our pro-
gress. 

Furthermore, we have to comete 
with the br.tlsh companIes because m 
Inma there are abou. 110 Inman com-
panIes and 87 non-Inman compames. 
Non-lndlan companles are registered 
in U.K. and o iller countrles and 
naturallY they have gcit very good 
financlal baclting. If we losely talk 
of nauonalisawon, na.urally that WOUld 
unpede the progress which is beme 
mad.e in insurance work. So, I was 
proposmg by my amendment, which 
has been dIsallowed, that we shou.d 
deClare that for 20 years there will be 
no natlonallsa.lon. Alter all, 25 years 
is not more m tne life of a natlOn. My 
fr.ends may be in haste because they 
want everything to be nat.onalised, 
but that is not our policy. 

We have accepted both the private 
sector and Lhe publlc sector. That is 
the Government's policy. At the time 
of nationahsation of life insurance the 
mat.er was discussed and at that t;.me 
we did not touch general insurance. 
The opinion of the country then ex-
pressed was; let !lfe insurance be in 
the public sector and general insur-
ance in the priva,e sector. After that, 
the matter was discussed in the Rajya 
Sabha and there also, the same opimon 
was expressed. Again, We are discuss-
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ing the matter today. What will be 
the repercussions on the insurance 
companies? The management will be 
always thinking, today the resolution 
has come for na~ionalising general 
insurance; after 2 or 3 years the same 
type of resolution may come and some 
day general insurance may be nationa-
lised. So, they will not put all their 
life and vigor into the insurance work. 
When we see from the figures that 
they have made pogress by about 50 
per cent, I do not think there are pro-
per grounds to interfere in their pre-
sent working. 

Let us consider the other thing also. 
Out of Rs. 24 crores, I think we are 
having Rs. 12 crores from abroad. Our 
Indian companies are doing insurance 
work abroad also and they get as 
much premium from abroad as they 
get within the country. It is a good 
sign. So, if we encourage our insur-
ance companies, they will do better. 

In 1953, the non_Indian companies 
were doing better work. In 1953 they 
got 43 per cent. gross premium in-
come of the whole premium income of 
the country and today they are getting 
about 32 per cent or so. That shows 
that our companies are doing good 
work even in competition with the 
non-Indian companies. 

Shrl Sadhan Gupta: Rebating. 

Shrl P. R. Patel: For the satisfaction 
of my hon. friends, I would refer to 
some figures given in the Indian In-
SU7"ance Book, 1959. (Interrupt'on). 
At table 6, it is said that the net claims 
for Indian insurance was 39· 9 per cent 
and .the expense of management, in-
cludmg commission was 45' 0 per cent. 
In the case of non-Indian companies 
registered in U.K. and other big coun-
tries, the expense of management in-
cluding commission amounted to 50·6 
per cent. Does it not show that our 
companies are managed economically? 
Does it not show that fllr their 
management and commission our 
companies spend less than non~Indian 
insurl!i"S? If these fill11'es do not 

appeal to my friend, I have nothing to 
say to him. Accordlng to table 6, the 
net CI8lIIlS on risk covered paid by 
Indian insurance is 39·" per cent. 
whereas in the case of non-Indian 
companies, it is only 23·3 per cent, 
whlen 15 less than the fi&ure for Indian 
companiel. 

So also in reiard to marine insur_ 
ance. My frienC1S will agree that we 
have to compete with foreign com-
parues outslQe. Here also in the case 
of Indian insurers, the net clamlS 
come to about 69: 4 per cent. For non-
Indian insurers, it comes to 50' 1 per 
cent. For expenses including com-
m,ssion, Indian insurers spend in 
marine insurance 27' 8 per cent, while 
non_indian msurers spend 38' 3 per 
cent. ThiS clearly inl1lcates that our 
companies fare well in competing wi.h 
the non-Indian insurers. At the same 
time, the expense ratio is much less 
compared to non-Indian companies. 
Regarding commission, from table 14 
you will see .hat in India of the claims 
regarding tire the claims payable is 
36·1 per cent, COmmiSSion 14.3 per 
cent and expenses including business 
expenses etc. 32·8 per· cent. In the 
Uruted Kingdom reg,stered Companies 
the Claims payable is 22'8 per cent. 
commiSSion 14 percent (a difference 
of ·3 per cent) and expenses 32'6 per 
cent. In New Zealand registered com-
panies the claim payable is 20' 2 per 
cent, commission 13·9 and expenses 
38'1 per cent. much more. In France 
the registered companies claims pay_ 
able is 28'9 per cent, commission 14·" 
per cent (much more than what we 
pay) and expenses 44'1 per cent. In 
the United States of America register-
ed Companies the claims payable 15 
29:3 per cent, commission 14'4 per 
cent and expenses 39' 9 per cent in 
tire. Here I do not refer to marine 
and miscelleneous insurance. 

These show that our companies are 
doing well. The only argument 
against private insurance is that they 
~o not take cattle insurance and crop 
msurance. But we are just beiinning. 
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Al'er independence foreign compaTlles 
were comnettng with them. Naturally, 
it will take time. For crop insurance. 
I think mv friends must be knowing 
tha' the PQniab Government h,.s ma~e 
a very good beginnln~. Rel!arding 
cattle insurance. my friends who are 
sitting there. the Communist frienils. 
they can ask the al!ricul'ur'sts to start 
one comn'lTlV and see how they 
manage. Whether they misappropriate 
or not, let time decide. 

Shrl S .. othan G1QIta: We want you 
to nationalise. 

Sbrl P. R. Pat.,1: You have to stRrt 
one co",,,~,,v. gain experience and be 
wI.e thereby. 

8hri SadhaD G1QIta: We do not 
believe the private sector. 

8hrl P. R. Patel: There are some 
charges that more rebate is being paid. 
That is a universal disease. prevailing 
not only in India but all over the 
wodd. The reason is that the com-
mi.s;on marcin is 14 per cent. very 
much less. Since we are now mana-
ging four companies, Jupiter and 
others, I would like to know what the 
expense ra'io of the Government is. 
Are we able to work them within 14 
per cent or we have to pay mo~e. 

When the commission to be paid can_ 
not be more than 14 ner cent natural-
ly travelling and other expe~ses are 
granted. If you want the companies 
to progress and if you cannot give 
more than 14 per cent as commission, 
then you have to give other facilities 
like travelling expenses and put them 
under management expenses. How-
ever, it is under control at the same 
time; it is not more. Because, our 
management expenses are much less 
than those of non-Indian insurance 
companies. In this context I want to 
read one article written by Shri Ajoy 
Das Gupta. 

8hri S. M. BaDer,Jee: Don't read that 
paper. 

Shrl p. B. Patel: I am not a puritan 
not to read Communist literature. I 
read all literature. If you come to 
my place you will ftnd more books on 
Communism, because without studying 
them I cannot reply. 

8hri T. B. VittaI Baa: We are happy 
to hear that. 

Shrl P. B. Patel: There are the re-
marks on malpractices, rebating, pay-
ing more rebate, more commission and 
writing them under other heads: 

"These vices Rre not by any 
chance conftned to the New 
Asiatic. Rather, the entire trade 
has been engulfed by them. Ask 
any manager of general insurance 
companies and he will tell you the 
way they have to secure business." 

ThIs is done In America and other 
countries also to secure more business. 
So, I would submit that my frieads 
should not be averse . . .. 

8hrl 8adhan Gapta: To iIIegalities. 

Shrl P. R. Patel: '" to private 
sector doing Insurance business. After 
all, the shareholders generally come 
from the common class. Now under 
the present rules a man who begins a 
new company has to have more shues, 
but if you see the position some 8 or 
10 years ago. the figures will show that 
about 90 per cent of the shares are 
held by the common people and not by 
rich people. The tact that shares in 
the insurance companies are distribu~­
ed among the common class Abows 
that It is in reality in the public sector, 
In the real sense of the term, for which 
we have to coin a new word. Because, 
if any individual does any work that 
is in the private sector. If some family 
does business. that should also be 
termed prlva~e sector. But when 
shares are offered to people and they 
subscribe, that company should be 
called a public sector company. What 
is dOlie by government in a sector 
should be called Government sector. 
My han. friends desire that leneral 
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insuranee should be in 
sector. 

government 

They want it because in Russia, if 1 
mistake not, they have got a State 
Insurance Company of the Soviet 
Union, called INGOSTARCH. How-
ever, to get re-insurance they had to 
start another company, called the 
Black Sea and Baltic Insurance Com-
pany, which acts as the outlet for 
placing re-insurance in London and 
other markets. So, for placing re-
insurance and getting re_insurance 
they had to start a separate company, 
not in the Government sector. From 
this you will see that my friends who 
want that general insurance should be 
in Government sector are guided only 
by their ideology and nothing else. 

If you look to the investment of 
these companies, a large part of it is 
with the Reserve Bank-see table 9. 
The security deposits of Indiaa 
Insurers with the Reserve Bank comes 
to Rs. 2,69,12,000. Other securities, 
that is, securities of municipal corpora-
tions and other bodies, comes to Rs. 
8,55,000. Their investment in co-
operative banks and debentures comes 
to Rs. 3,63,000. So the money is with 
the Reserve Bank, and the non-Indian 
insurers also pu t their money. 

Shrl T. B. Vittat Rao: Out of a total 
of how much? Will you give that 
.abo? 

Shri P. B. Patel: I will give the 
total also, please do not make haste. 
The total is Table No.7, They have 
their investments in Central Govern-
ment securities, State Government se-
curities, foreign government secu-
:pities, municipal, co-operative and 
trust securities, debentures 
of Indian companies, prefer-
ence shares of Indian companies and 
so on. And tJ.'leir assets in 1956 were 
Rs. 43 crores and in 1958 they went 
up to RB. 51.79 crores. So they are 
increasing their assets, they a~ in-
creasing their work, they are increas-
ing their work abroad, and they are 
making progress. Under the circum-
lIlanCes whether it would be prope!" to 
nationalise general insurance is. 
1449 (Ai)LS-8. 

matter which has to be carefully con-
sidered. 

The only argument that has been 
put in by my bon. friend is that 1lhey 
do speculation in shares, and if the;,-
lOSe anything they put it in the com-
pany. But my friend did not give any 
instances; it was a g~neral remark. If 
such be the fact, naturally the audi-
tors are there, and there is govern-
ment cOilltrol also. We have rot two 
Acts to control this insurance busi-
ness; one is the Insurance Act, and 
the other is the Company Law. We 
have amended bhe Company Law very 
recently and Government shall have 
mere control over <the companies. 
Now, with these two Acts, if there be 
anything wrong, Government will 
have powers to oorrect it. 

My hon. friend saYs that New Asia-
tic wrote off their losses in subsequent 
YEQrs and made up the ~ame. There 
is nothing wrong in it. If a man 
loses twenty lakhs of rupees and ever;,-
year he writes off five la khs and in 1he 
end makes good tJ.'le loss, after all 
there is no misappropriation. It is 
writing off of losses. 

Shri SadhaD Gupta: Why dDefl not 
the auditor think so? 

.shri P. B. Patel: In this case even 
the Government has been pleased to 
appoint two directors. So the ques-
tion does not arise. Government has 
considered the matter. And there is 
one thing more, namely that this fact 
was brought to light by t.'le directors 
in 1956. They took action against the 
two officers who did this. One was 
dismissed and the othpr was de-grad-
ed. And I think this happened in 
Canada. So the directors were prompt 
enough to take action, and this 
question came up before the Gov-
ernment perhaps in 1958. So, two 
years earlier the Company had taken 
action. My submission, therefore, is 
that when the di1lectors find some 
fault, they take action. 

What ·have we done? In the L.I.C. 
there was the Mundhra affair in which 
1Il0re than a crore of rupees wu 
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involved. What did we do for that? 
We won't like to de-nationalise life 
i.surance, but we took action against 
the officers. Naturally, in any com-
pany where the directors find that 
some fraud is :!one by some officer, 
when the fraud comes to their know-
ledge, they take action. What more 
can they do? 

For instance, YO'l will find in our 
Audit Reports that there are instances 
of misapropriations here and there in 
several departments, and if some per-
SOll3 have bee" responsible, action 
would be there. Is it proper to say: 
na,tionalislil the whole thing. That is 
no argument. 

Then my hon. friend said that big 
companies are there and they are de-
vouring a large part of the business 
and the small companies -do not get 
business. For that what remedy do 
b.'ley offer? That all the companies 
be nationallsed, large and small. Is 
that the way? In that case let us 
help the small companies, let us merge 
them with the big companies and put 
general insurance work on very 
It.eal thy lines. 

So my submission is that my friends, 
naturally, in their zeal and in view 
of their ideology have put in 1lhis re-
solution. But I think this is not the 
proper time. let us wait and see. 
Let us see the work of general in-
8Ill'arlce for twenty or twenty-five 
years, and whichever be the govern-
ment it will look into the matter 
then. That is all that I wish to sub-
mit. 

Shri Tridib Kumar Chaudhurl 
(Berhampore): Mr. Chairman, I would 
not have commenced my speech with 
a reference to ideology but for the 
lact that our esteemt>d friend who 
spoke just before me and who was 
occupying these benches till 1lhe other 
day and has now crossed the ftoor has 
become very much vociferous in de-
nouncing what he supposes to be com-
munist ideology. Whenever any talk 
of nationallsation comes up, he equ-

General Insurance 

ate, it with communism. But may 
I remind him of a vcry modest docu-
ment--I hope he wil1 concede it is a 
modest document--known as the Ob-
jectives Resolution of the Avadi Con-
gress. There the Congress Party itself 
has declared its objective as bh.e esta-
bli~hment of a socialist pattern of 
society. And in the Economic Policy 
resolution of Avadi it has been speci-
fically stated that the State will try 
gradually to occupy strategic posi-
tions in the induslriai and investment 
field. It is from that point of view that 
I ask for the nationalisntion of general 
insurance business. 

We have already seen how the na-
tionalisation of life in,urance business. 
has put almost t.he command of the 
investment market in the hands of the 
Government. We haVe seen, and we 
have known, how th" so-called cap-
tains of industry and finance come 
and meet our L.I.C. chiefs, their In-
vestment Committee people and even 
sometimes the Finance Minister tD 
plead with him how to invest the in-
vestible funds that life insurance 
bUSIness has put at ~h"! disposal, com-
mand and control of the Government. 

Here I would not deal with the 
scope fOr expansion vf general insu-
rance business. 

It has already beeu 5ta'",1 here what 
a colossal premium in"':'" ",'Us gene-
ral insurance has. Of ""urse, it wilI 
expand many times n:ore, but already 
we fiJnd that the total gross premium 
income of Indian ir..surers is to the· 
tune of Rs. 30 eror"s and the net 
premium income of roreign insurer-
I have here only I.he net premium 
income--would come to about Rs_ 
7,19,00,000. The gro.lS premium in-
come may be somewha,t higher. The 
assets of the India.n insurers are 
Rs. 381 crores and of the foreign in-
surers more than Rs. 11 crores. If we 
look at the way in which bh.e total as-
sets of general insurance business of 
Indian insurers are distributed, we 
find that nearly 27 per cent of their 
assets are invested in deventures (J[ 
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Indian companies, preference shares of 
Indian companies, urdinary shares of 
indian companies, land and hoUSe pro-
perty and so on. That is to say nearly 
30 per cent or or.e·tr.ird of the assets 
which goe" for inves!ment in the pri-
vate sector would come into the hands 
of the public sector a!1d to that ex-
tent the strategic corr.and of hlle State 
over the public sector would increase. 

This is neither ~{\ciaiism nor Com-
munism. This is only one small part 
of the private sector business which 
the State must take under its control 
if it wants to retain the partial stra-
tegic control whim it has already 
achieved by nationali<mg the life 
insurance bU5.ines3. 

A refE'rence hac. been made to the 
monopoly positil!)Il of several com-
panies and the nam" of one company, 
the New India, has already been 
mentioned here severa! times which 
controls an inordinately large propor-
tion of this business. But according to 
the information that I have been able 
to collect I find t""t all the respect-
able names of our blg business and 
all the leading monopoly capitalist 
groups aTe represented here. I do not 
want to attach allY odium to these 
names. They are honoura.le houses 
se:rving business and industry accord-
ing to their own likes and also make 
1Il0ney. But I find that I>he Tatas are 
there--New Indh. as everybody knows 
is a Tata concern-the Birlas are there, 
FafatIal Gaganl$tai:, Lala Shri Ram 
etc. 8f'e all there. 

Mr. Chairman: oelieve it is not 
proper to mention hon. Members' 
names. 

Sllri Sadhan Gupta: These are 
names ot the howes that are repre-
sented. 

Sllri Tridib Kuru"r Cbaadburl: The 
general insUf'ance business and flhe 
c:cmtrol over the premium income of 
this industry is olle of the avenues 
through which these esteemable 
gentlemen control our national eco-
nomy. That is a power which we 
must take away from their hands. 

I have only one other point. A point 
is sometimes made out that nationaIi-
sation of general insurance would not 
be very proper because under pu'Jlic 
management, general insurance 
business will not be ~le to make 
much headway. A; you know, al-
ready, because certain General insur-
ance companies were under the con-
trol of old private Life insurance com-
panies and t,heir b:Jshess has been 
taken over by the L.I.C., these compa-
nies have also come practically under 
the management of the L.I.C., that is 
under public management. From the 
figures that I have in my hand, I find 
that this Government control, the 
General insurance companies have in-
creased their net p,'emium income 
within two years from Rs. 1 crcres 22 
lakhs to Rs. 2 crores and 64 I.alclLs in 
1959. In the course of three years, they 
have increased their premium income 
more than 100 per ('ent. This is no 
mean achievement to the credit of the 
public sector and the L.I.C. 

I can end my speech by expressing 
the hope that the hon. Minister will 
feel proud of the achievement of the 
L.I.C. and he would also show equal 
determination, bec311se success is 
there, to take over General insurance 
business by the Government. 

Dr. Krishnaswami (Chingleput): 
May we know how many Members 
are here I want tile Members to be 
counted. 

Mr. Chairman: After Five, Members 
are not counted. 

SIlri Nath Pal (Rajapur): If the 
Members ~ not conn ted, any conclu-
sion the House has reached does not 
eoun·t. 

Mr. Chairman: No, no. 

17 Ian. 

The Depl&ty Minister of FiDance 
(SIlri B. R. Bbaptl: Mr. Chairman, 
I am very glad hon. Members have 
debated this important question. 
The bon. Mover of the Resolution, 
Shri T. B. VittaI Rao based his Reso-
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lution on three grounds. This is what 
he said. Because the L.I.C has done 
a very good job, because the insurance 
of cattle and crop has to be taken up 
aDd developed, and also because there 
are large-scale malpl'actices in the 
working of General insurance, the 
panacea that he offers is that this busi-
ness should be nationaliaed. In addi-
tion to that, his hoo.. oolleague Shri 
Sadhan Gupta said that there is a lot 
of under-cutting going on, that there 
is ~ope, for econelllY and that there 
is a Ih'ain which he described as a 
large drain on foreign exchange, and 
on these additional grounds, General 
insurance should be nationalised.. 

My hon. friend, Shri P. R. Patel, who 
has studied this question, has been 
able to clear some of the issues. He 
has quoted from the Year Book and 
largely tried to show that the condi-
tion of the Indian insurance companies 
is not as bad as has been made out 
He has shown that though there ~ 
room for much improvement, there has 
been a steady progress iR their work-
ing. The main difference between the 
Indian and non-Indian companies lies 
in the fact that whereas non-Indian 
companies are able to attract qualita-
tively better business, the Indian com-
panies are not able to do this, result-
ing in a higher claim ratio. Some of 
the Indian companies which have big-
ger dimensions of operation and much 
better qualitative business may show 
better profit, but on the whole the fact 
~tands that the profit in this sector oj 
insurance is not very high, at least 
not that much as has been made out. 

I may give a rough estimate of the 
profits in general insurance business. 
Though in the Insurance Year Book 
of 1959 a total of Rs. 207 lakhs Is 
~hown as having been appropriated in 
various ways, it may be pointed out 
that only Rs. 40 lakhs out of this were 
provided for dividends and Rs. 20 
lakhs carried fOl-ward, the entire 
balance being utilised for certain ex-
penses, taxes, reserves etc. Rupees 40 
iakhs for a paid-up capital of Rs. 19 
crores comes to only 4 per cent. 

Though a small number of Indian com.. 
panies has been declaring steady divi-
dends, it has to be pointed out that 
nearly 46 companies did not pay any 
dividend in respect of the year 1958. 
It may, therefore, be seen that there 
is not much profit in this business. 

If we examine the points in favour 
of nationalising general insurance, we 
will soon come to the conclusion that 
they do not hold much water. Refer-
ring to the question of crop and cattle 
insurance, it has been said that if 
general insurance is nationalised, it 
will be able to take up any amount of 
business. In support of this argument 
it has been pointed out that the L.I.C. 
has been able to go to the rural areas. 
But I do not think that by mere natio-
nalisation of general insurance, we will 
be able to enter fields which have not 
been covered as yet, particularly the 
rural field where crop or cattle insur-
ance lies. It is the field of the State 
Governments. Some of the State Gov-
ernments, as has been pointed out by 
the hon. Member, have taken up thil 
question of cattle and crop insurance. 
They are very important in a rural 
economy, and a progressive rural eco-
nomy will have a place for them, that 
is true, but to use that as an argument 
for nationalising general insurance, to 
say that nationalisation will give a 
fillip to cattle and crop insurance, has 
hardly any strength in it. 

Similarly, he has said that L.I.C. haa 
made phenomenal progreSl, therefore 
we must nationalise general insurance. 

8hri 8adhan Gupta: Subsidiaries. 

8mi B. R. Bhar:at: Even the subsi-
~.iaries. Shri Tridib Kumar Chaucfiluri 
says let us increase our strategic con-
trol of the private sector. He haa 
quoted the Avadi resolution. I may 
say that We stand by socialism, we are 
building the foundations of socialilllll. 
The structure of socialism is comin, 
up step by step. We have a dominant 
public sector wh;ch is growing, the 
pace of industrialisation is going up, 
we have a rural economy that is com-
ing up, and the various plan! are 
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building the foundation of socialism. to stop such malpractices. Let U8 
Instead of directing our attention to think about it, and see how we can 
building up the foundations of social- remove them. I shall try to point out 
ism, simply saying that we have only what those malpractices are and haw 
to take up nationalisation of a tiny We can remove them. To say that 
sector of the economy irrespective of there should be regulation and control 
merits and that it will prove a bulwark is one thing, but to say that we should 
of socialism is a view with which I do nationalise tile industry ad then all 
not agree. these malpractices will disappear and 

Hon. Members would recall that 
when life insurance was nationalised, 
the then Finance Minister made a deft.. 
nite distinction between lite insurance 
and general insurance business Our 
position today stands the sam~. We 
took over life insurance for di1!erent 
reasons. The first was that we should 
have large resources for public funds, 
but, by nationalising general insurance, 
we were not going to get thOSe re-
sources. Secondly, general insurance 
business, or rather, the pattern of 
,eneral insurance, particularly marine 
insurance was of such a highly tech-
nical nature that it would not be pro-
fitable or advisable to take it over. 
Of course, we have got three subaidia-
ries, and they are doing well, and we 
are getting very good experience in 
tilat line. That is true, and we want 
to continue that, and we want to deve-
lop that. But the point stands that if 
you look to the merits of the case, if 
you look to the varioUs faclors involv-
ed in it, If you have a realistic ap-
proach and not proceed in some undue 
enthusiasm, I think the case tor natio-
nalising ,eneral insurance Is not a 
very stron, one. 

Shrl Trl4i1l J[lIIIW' Ch .. dh.rI: :May 
I ask one question? 

Shrl B. B. llllapt: I shall answer 
all questions later. Firat, let me ftnlsb 
the points that I want to make. 

The third plank for nationallaatlon 
is that there are malpractices. It Is a 
Yery complicated issue. I agree with 
the hon. Member that there are mal-
practices in this busineu, I do not deny 
that, and every effort should be made, 
from the point of view of the indUitry 
a. well as Government and ParUament 

all problems will disappear is quite 
another. I agree that there is room 
for improvement in the working err 
the companies, and there are many 
malpractices existinC in their working. 
Let US examine what these malprac-
tices are. 

The first thing, as was pointed out 
by my hon. friend Shri Sadhan Gupta, 
is the practice of rebating and extra 
commission payment. There are other 
malpractices such as illegal rebates, 
payments of extra commissions and 
also falsification of accounts. It by any 
measure, such things are stopped or 
considerably reduced, then, naturally, 
the premia will be reduced. In ad-
vanced countries, the premia are being 
reduced from time to time by force err 
competition or by governmental regu-
lation, so that the policyholders let 
the benefit of reduced premia. Hera 
also, this should be done. It, there-
fore, these malpractices are stopped, it 
does not mean that all that amount 
would be a profit. Nationalisation 
merely with a view to curbing or stop. 
ping these malpractices will prove a 
mirage, as the benefit of such saving 
should go to the policyholders in the 
shape of lower premia. 

Similarly, another point was made 
In regard to the drain In foreign ex-
change. It was aald that because at 
reinsurance placed with companies out-
side India by the Indian insurers and 
foreign. insurers operating in India, it 
appear" that there is some loss of 
foweign. exchange every year. Some 
ftgure was mentioned in this connec-
tion. I am not able to say whether 
that figure Is correct, but it Is admit-
ted that there I" 101. of foreign. ex-
change on this account; that Is true' I 
admit that there Is lome loss of fore~ 
exchange. This 10811 is perhaps due to 
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the Indian insurers not being able to 
get sufficiently good terms from the 
re-insuring companies abroad, and to 
the foreign insurers operating in India 
not bringing into their Indian account 
thll reinsurance business they obtain 
in exchange for re-insuring Indian 
business abcoad. Any effort made to 
save this foreign exchange should be 
done in a direct manner-that is what 
I want to plead with the House-by 
some sort of regulation and control of 
reinsurance of Indian business abroad. 
Nationalisation by itself is no solution 
for this. Even after nationalisation, 
we cannot do away with reinsuring 
with countries abroad. Channillising 
of the reinsurance to be placed abroad 
through one 0:" two big institutions or 
by gaining experience of bargaining 
with the foreign reinsurance market, 
it may be possible to reduce this loss 
of foreign exchange by stages, avoiding 
the loss altogether in due course. 

Then it was said that foreign com-
panies are ruling the roost and are 
taking away a big share, having a big 
monopoly. As is quite evident from 
the figures given in the Insurance 
Year Book, the share of business of the 
foreign insurance companies is going 
progressively down. From 40 per cent, 
it went down to 32 per cent or 33 per 
cent. The only point is that through 
their experience and operations they 
are able to get the type of business 
which is qUalitatively better. 

I have dealt with a number of points 
raised on specific matters. I do admit 

. that all is not well with general insur-
ance business in this country. There 
are several malpractices prevalent on 
a wide scale. I carefully refrain from 
any comparisons between this section 
of the private sector and other sections 
of the private sector in this matter of 
malpractices and evils. But I do say 
that Government are fully alive to the 
realities of the situation. In fact, I 
may say that Government haTe done. 
their best in the matter within the 
limited sCOpe of the powers available 
to them so far. I will examine this 
point much further to show that we 

are trying to augment our powers of 
regulation and control as much as we 
can within the ambit of the legislative 
power available to us. Whenever un-
desirable features in the working of an 
insurance company have come to the 
notice of Government, they have 
promptly ordered an investigation into 
the affairs of the company, making use 
of the powers under section 33 of the 
Insurance Act, When the report of the 
investigation is received, Government 
take quick decisions against the party 
concerned within the limitations im-
posed by statute. There is a power 
given to Government by the Act to 
appoint one or two government direc-
tors on the board of directors of an 
insurance company. Under the Gene-
ral Insurance Act, we do not have the 
power to appoint an administrator, as 
We had on the life side. Whatever 
powers We have, we are fully utilising 
them to prevent any malpractics that 
may occur. 

It is not desirable to mention the 
names of insurance companies against 
whom some action or other has been 
taken. But since the names of two 
insurance companies have been men-
tioned, I would like to inform the 
House how promptly we have acted in 
the matter and there is no cause for 
worry on that account. I am refer-
ring to the New Asiatic Insurance 
Company and Ruby General Insurance 
Company. When certain matters re-
garding these two companies came to 
the notice of Government, prompt 
steps were taken to get the a1fairs 
thoroughly investigated. How well the 
investigation was carried on may be 
seen from the findings of the investi-
gation auditors in the case of the New 
Asiatic. The main points were dis-
closed to the HOuse in answer to a 
question by my hon. colleague. Two 
Government Directors were appointed 
to the Board of Directors of the New 
Asiatic in order that they may locate 
the responsibility for the misdeeds. 
Their report is still awaited and it is 
hoped that it will be forthComing soon, 
wheR Government will certainly con-
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.sider what further action has to be 
taken in the matter. 

In the case of the Ruby, the salient 
.points in the report of the investiga-
tion auditors were communicated to 
the company. The company's reply 
has been received recently. It is under 
consideration. I am mentioning this 
.only to show that Government are 
doong their best taking all circum-
sumces into consideration. Govern-
ment are not to blame in any way if 
things in general insurance are not 
better than what they are at present. 

In this connection, I may be per-
mitted to say a word about how our 
machinery for regulation and control 
works. The Department of Insurance, 
the Department under the Controller 
of Insurance, a statutory officer, func-
tions there. These powers are at 
present extremely limited as far as 
general insuran<:e is concerned. But, 
even with this limitation, of powers 
and functions, the Department has 
been carrying on well and the general 
insurance companies, big and small, 
Indian and non-Indian are feeling the 
extreme efficiency of this Department 
and the effective enforcement of the 
provisions of the Insurance Act. The 
hon. Member was quoting some of 
these figures. Although the claims 
ratio is higher, the commission and 
the other factors were more compar-
able with other countries. They reflect 
the efficiency of this Department be-
cause we have been rather strict on 
these general insurance companies. 
For example, we have been insisting 
that the expense ratio must be main-
tained within a limit. Then, in the day 
to day functioning and other things 
we haVe been trying to tighten them 
up. The Department has been doing 
very useful service in bringing to the 
notice of the Government not only the 
failings and shortcomings of indivi-
dual companies promptly but also the 
malpractices and evils in the business 
as a whole, at the same time going 
to the root causes and pointing out 
the fundamental defects. In the ad-
ministration of statutory powers, the 
Department has been showing a com-

mendable impartiality and discharging 
its thankless tasks without fear or 
favour. Even our three government 
subsidiary companies have got to keep 
to the line though they have been do-
ing well. So, in paying a marked tri-
bute to this Department, I am doing 
no more than doing justice to it. 

Now, there is one factor. We have 
talked about malpractices. But I 
would urge the House to appreciate 
this point that these malpractices are 
there not because there has been any 
overlooking on our part but becaus~ 
the trade has been functioning in a 
peculiar manner. There is mutual dis-
trust and competition. In 
their mutual distrust, the companies 
are not tackling the root causes of 
their present plight. It is my bounden 
duty to tell these companies that they 
should shed their suspicion of one 
another, get together in a constructive 
spirit and tackle the fundamental 
evils. In any such genu tine efforts 
they may make, they may count on the 
full and active co-operation of the 
Government. General insurance !)usi-
ness is one section of business in India 
where there is a special Act, a se-
parate Government Department to ad-
minister the Act, a statutory Associa-
tion with its Executive Committee, 
Code of Conduct and Administrative 
machinery. Reference was made to 
that Code of Conduct. It may not ha\'e 
worked in certain matters; for ex-
ample, in rebating, it may not have 
been very successful. But, certainly, 
in enforcing cash payments for pre-
mium-you know that the practice 
of credit was prevalent in that---it 
has been quite successful. So, al-
though it has not been very effective 
to our desired extent, it has not beeR 
quite ineffective as it has been made 
out to be. 

Then, there is the Administrative 
Machinery fOr which the Government 
has agreed to the Controller of In-
surance being the head, and a statu-
tory Tariff Committee and regional 
Committe!!S to control and reguiate 
the rates of premium and policy COD-
ditions. If with all these, the active 
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and full-hearted co-operation of all 
insurance companies is not forthcom-
ing to make the business cleaner and 
llOu~der, the Government cannot help 
taking further steps to improve mat-
ters. If we find that the business, as 
a whole, is not playing the game cer-
tainly, we will come up and tak~ fur-
ther steps. If more powers are neces-
sary, we will come to this House and 
arm ourselves with more legislative 
powers. But, certainly, we are not 
overlooking. We are not lOOking with 
idle gaze and seeing all these mal-
practices going on. 

The trade has so far failed to evolve 
a system of premium rates on a scien-
tific basis. It has so far failed to c..l1eck 
the foreign exchange drain involved in 
its present pattern of operations. It 
has so far failed to check the funda-
mental evil of payment of illegal re-
bates and the concomitant evil of 
falsification of accounts. The Govern-
ment will not be looking on idly in 
the face of these failures on the part 
of the trade to set its house in order. 
I shall not take any more time of the 
House. I do not feel that there is any 
case for nationalisation of general in-
lUl'8I1Ce business. There are no re-
.ources to any significant extent for 
the purposes of our Plans, in this 
business. The profits in this business 
are slight. The evils in this business. 
to a large extent, may be found in 
.ome form or other elsewhere also. 
We cannot go on nationalising one 
thing after another on this ground. 
But I do not say that nothing need be 
done. 'Regulation and control' is the 
method We propose and Government 
will certainly be making 'regulation 
and control' more and more ~lfective 
by taking additional powers whenever 
they become necessary and essential, 
-until general insurance business is put 
on a very stable and solid basis. 

Sir, with these words, I maintain 
that there is no case for nationalisa-
tion of general insurance at this stage. 
We have ample powers and I oppose 
this Resolution. 

sim 'Warlor (Trichur): May I ask 
one Information? How much amount 

of premium are we paying from the 
public sector undertakings to the 
general insurance? 

Sbri B. R. Bhapt: I do not have 
that figure just now. 

Shri T. B. Vittal Rao: Sir, 1 will 
not take much time of the House 
and I am also not disappointed by the 
Minister's speech because our exper-
ience in this House has been that 
though they reject our suggestiO!13 at 
the first instance, after sometime they 
come and do what we have said a 
little earlier. For instance, when we 
were demanding nationalisation 'Jf life 
insurance, the same thing was said but 
later on they did it. According to 
Shri P R Patel, there should not have 
been any nationalisation of life i!1slll'-
ance or the Imperial Bank of India 
or the Indian Airlines Corporation and 
the Air India International. All these 
things should' not have been nation-
alised because they were showing 
progress and according to Shri Patel, 
when they show progress in the pri-
vate sector, they should not be nation-
alised. Anyhow, they have been 
nationalised. . 

Now, I corne to a recent example. 
We have been demanding for the last 
two years--a decision was taken by 
the Government to manufacture diesel 
locomotives in the private sector which 
We opposed-that they should be 
manufacturea in the public s~tor. 
The Minister got annoyed and he was 
saying that the Government could 
not manufacture every bolt reqllired 
for the railways in the public sector 
and that they had to depend upon 
the private sector. Now, what has 
happened? Only a few days ago, he 
made a statement that a decision had 
been taken to manufacture them in 
the public sector. Therefore, I am 
not at alI disappointed at the Deputy 
Minister's speech asking the House to 
reject this Resolution. 

But he has at least admitted one 
thine that there is a cae for more 
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control and regulatioB, that the pre-
sent powers were not enough, etc. 
liIe has seen the state of affairs in the 
New Asiatic. He says that a iittle 
more is required. If he is serious 
about regulation and control, he should 
have straightaway said in the House 
that the Government is coming for-
ward with legislation for more powers. 
The same thing was debated in March 
m Rajya Sabha and the hon. Minl,ter 
,aid so many things. We have seen 
the state of affairs in the New Asiatic 
and the Ruby? 

If this insurance is also taken over, 
even the little drain that is going on 
In the foreign exchange can be stop-
ped. Then, there should be some 
change in the investment pattern of 
this. Out of a sum of Rs. 52 crores 
with these companies, a little over 
Its. 5 crores is invested in the reserves 
and Government securities. What Is 
\he percentage? Cannot this be in-
ereased? In the case of life insurance, 
when life insurance was not nationalis-
ed, there was a larger ratio. 

In concluding, I say that I am Grate-
ful to all the Members of the House 
who have participated in this Jebate, 
including Shri Patel. Shri Patel has 
riven figures which rather enlightenea 
me but I do not agree with his con-
clusions. Even so, Sir, I thank him. 
Sir, with these few words I request 
the House to accept my resolution. 

Mr. Chalnnan: Is Shri Tridib Kumar 
Chaudhuri pressing his amendment? 

8hrl TrlcUb J[1UDIII" Cbaadhurl: No, 
Sir, I do not press it. 

The Amendment was, btl leAve, with-
81'GWn. 

Mr. Chalnnan: Shall I put the re-
solution to the vote of the House! 

ShrI. T. B. Vittal Bao: Yes, Sir. 

Mr. ChalrmaD: The question is: 

''This House is of opinion that 
General Insurance mould be 
utionalised". 

Those in favour may say 'Aye'. 

Some BoD. Members: Aye. 

Mr. Chaimuua: ThOSe against 
aay'No'. 

Some BoD. Members: No. 

may 

Mr. ChainDa.D: The 'Ayes' have it. 

Some BOIl. Members: 
have it. 

The 'Noes'-

Mr. ChairmaD: We will have the 
diVisiOn on Friday after next. 

Shri S. M. ~: Supposil1g we-
win, Sir, then this will delay nation-
alisation. 

Mr. ChairmaD: We will think about 
that later on. 

17.26 hra. 

BUSINESS OF THE HOUSE 

Shri B. R. Bhagat: Sir, on behalf of 
the Minister of Parliamentary Mairs, 
I have to announce a little change in 
the programme for the next Ncek as 
announced by him this morning. The 
change concerns discussion on the 
present position in regard to produc-
tion, distributiOn and export of sugar 
on a motion to be made by Shrl 
Rajendra Singh and others. This dis-
cussion is now proposed to be held on 
Wednesday, the 7th December, 1960, 
at 3 P.M. instead of 6th December, as 
already announced. 

11.17 hnI. 

RESOLUTION RE: NEW MARKING 
SYSTEM OF VOTING 

-ft~fu~ (~): ~ 
Ii" qq;n" ~'M'f ~m; ~iI" 

''w~~ qmtfil;~ 
~it ~~~~. 




