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THE SELECT COMMITTEE ON THE LIFE INSURANCE 
. CORPORATION BILL, 1956 

~n~te~ of Evid~nce taken before the · Select Committee on the L«"e 
·. · Insurance Corporation lUll_,· z9$6 ·. · · · · 

Monday the 2nd April, I956 at 9-30 A.M.' . . 
PRESENT 

Shri Baivantray Gopaljee Mehta~lzairman. 

Shri Syamnandan Sahaya 
Shri S. K. Patil 
s.~i ~hriroan N~~Y?:U 
Shri C. P. Matthen 
Shri Feroze Gandhi 
Shri Radhelal Vyas 
Shri Raichand Bhai N. Shah 
Shri S. R. Telkikar 
Shri T. N. S4J.gh 
Shri Tekur Subrahmanyam 

MEMBERS 
Shri M. D. J~s¥ 

Shrimati Sushama Sen 
Shri S. R. Rane 
Shri v. 13. Gandhi 
Shri B. R. Bhagat 
Shri Sadhan Chandra Gupta 
Shri K. Ananda Nambiar 
Shri K. S. Raghavachari 
Shri G. D. Somani 
Shri R. Velayudhan . · · 

. Pandit Krishna Chandra Sharma 
. Shri M. c.' Sh:ili, Mhu;t~~- of Revenue and Civil Expenditure was also present; 

DRAFTSMAN 

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

REPRESENTATIVES OF MINISTRIES AND OTHER OFFICERS 

Shri H. M. Patel, Secretary, Department of Economic Affairs, Ministry of Finance. 

SECRETARIAT . 

Sbri N. N. Mallya-:-Deputy Secretary. 
Shri P. K. :Patn~Under Secretary. 

WITNESSES ExAMINED 
I. The Hmdustban Co-operativ~ Insurance Fxeld-Workers Association, Calcutta. 

Spokesman : . . . . 

Shri S~ B. Chanda. 
~·.II~ The Insurance Underwriters Association of India, Calcutta: 

,~Pok~smen: 

Shri S. S. Ali. 
· · Sbri Ajoy Ray Chowdhury. 

III. Tb:: Bombay Life Underwriters Association, Bombay. 
Spokes1nan : 
· Shri R. N. Chopra. . 

I. Hindusthan Co-operative Insurance Field
Workers Association, Calcutta. 

Spokesman: 
Sbri S. B. Chanda. 
. (Witness wds. dzlled in and he took his s~at) 

Chairman: What is your mem
bership? 

Shri Cban~a: I cannot say. I shall 
check up. 

·Chairman: Is it an all-India 
body :or is it con,fined to ,anY region? 

Shri Chanda: It is confined to sev~
ral branches of this particular com-.. ' .. . '\ . 
pany. 

Chairman:. Are these branches 
spread .all over India? Or is it confin-, 
ed more or less to any particular are;:l? 



Shri Chanda: Before th~ Ordin~ce, 
practically, it· was confined( • olny to 
the Head Office for about a decade 
though some of the . p_eople-_ from_ the_ 
branches are members. But after the 
Ordinance was issued, we are receiv
ing applications from different pranch 
offices and they are forming Zonal 
Committees. By now we have got one 
Zonal Committee at Luckilciw · and 
another at Patna. Others have not 
fOrmed Zonal CollliilJittees yet. ·· ·. 

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

Shri Chanda: Yes. 

Chairman: That has been .. circulat
ed to members. Now have you. any 
further point except what you have 
written down in the Memorandum? 
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Shri Chanda: As a matter of fact, 
our memorandum contains everything .. 
But the one thing we have to impress 
upon the Committee is that in between 
the date of issue of the Ordinance and 
the actual taking over by the Corpora
tion the services of salaried personnel, 
field personnel particularly, and other 
employees should not be terminated. 
After the Corporation is established let 
there be a Pay and Servic~ Commission 
so that that particular body can judge
the m_erits or otherwise of the work
ers. In between these periods there 
have peen some terminations of ser
vices as we have been reported. This 
is not ·a matter particularly confined 
to Hindusthan Co-operative Insurance. 
As you will find from the Memoran
dum, we have not cited anything on 

- behalf of that association. 

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

Shri Chanda: Yes, there are a good 
number of cases jn respect of diiferent 
companies. 

Chairman: Could-. You giVe us a fe 
illustrations-a few names__:_where u7 
services of permanent employees ha e 
been terminated?. Could you serid ve 
such a list? · us 

Shri Chanda: Yes. On Saturda 
nave submitted such names_ t: .,.V:e 

•v1r. 

Patel, Finance Secretary and we. have 
· referr.ed . to some cases also. · If you 
· want an exhaustive list of cases, then 
. .vv-e. shall ask for .s9me time so that 

we can collect data and submit it. 

Chairm~n: Whatever information 
. ~ou P?ssess at present,. you can send 
lt on Just as a sample so that we can 
know what exactly is happening, and 
you. ~an pass on whenever you get 
addlt~onal data. We need not wait for 
the list. The Committee's work ill 
go on. w 

. ~re You not satisfied with the pro
VlSlons made in the Bill fo th . 
ployees? r e em-

h Shri Ch~nda: Not exactly. - They 
- ave not made any room for the ex-
employees iu geu ·ral Th . 

• • • . c • ere 1s a pro-
VlSlO~ W~lch says that after the Cor-
pborat lon lS formed, their services will 

e ransferred · t th C 
power · . 0 e orporation and 

d ls · glVen to the Corporation to 
re uce the1·r p 

· . ay and in termin t d 
cases to give them . . a. e 
equivalent t . th compensation 
tion Th o. ree months' remunera-

. ere ls also P • • shorter . . rovlslon for. a 
. nohce, 1..e., say, one month's 

nohce. It is not generally the custom 
of any ~ercan~ile firm to send away a 
man ~lthout giving him at least one 
month: s salary as gratuity for e'ach 
Year of hi · s servlce- plus the leave say 
he has got to his credit. -That is so 
~ far as the Corporation is concerned _,. 

~ ~o want a Pay and Services Com. 
1"?1Sslon. We feel thai the C : 
tlon will function o:rpora
Directors of a .. Co~ a the Board of 
power is given to the;: ~~· · If. ~very 
scope for anomali • ere Will be 
that ·a Pay and eSs. ~o, We Propqse 
h ld erv1ce Com . . 

s ou be €stablished mlSSlon 
Probably satisfy 11 and that will 
workers. . a categories of 

Chairman• I sh . . . 
there Will ~ot b ould like . to know if 
there might .b e some cases in which: 
· e rather e b. 

giVen to some Xor 1tant terms 
~e really the p~~op;e Which may not 
Insurance. Ther'e ~ .se of Progress of 

. cases at the t . lght be ·some such 
· 0P Wh · 

trllght be necessary t ere Possibly it 
You just conceiv o revise the tenns. 

e- of SUCh a situation. 



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

Chairman: For that purpose some 
authority shall have to vest in the 
Corporation to see that unreasonaple 
or irrational things are revised. Such 
an authority shall have to be vested
not an authority to be used for the 
purpose of disturbing the reasonable 
cases and bringing about any harm to 
people who are doing good work. But 
if there is any extraordinary or un
usual case where, as ·I suggested, there 
rrught be a case for reduction, some 

· authority has to be vested in the Cor
poratlOn. 1 suppose· you agree with 
this? 

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

· Chairn'la.n: Now with regard to the 
Commission that you have suggested, 
supposing the Corporation appoints a 
Board specially for the purpose of 
. dealmg with the question of services . 
. The Board has nothing to do with the 
executive work. Supposing some such 

; m~chinecy is· devised by the Corpora
.tion-. .to ·deal with the question of ser
vices in conformity with certain pasic 
principles, supposing some such machl
nery Is created, will that be satisfac

·tory'l 

Shri Chanda: l could not follow you. 
Chairman: I was saying if the 

Corporation appoints or creates a cer
tain body which deals with the ques
tion of servi<!e on certain principles 
and certain directives which are laid 
down, but wh1ch body has nothing to 
do with the executive action, will that 
be. satisfactory? 

Shri Chanda: That will definitely 
satisfy us. if that is an independent 
body and if people who were conne~ed 

3 

with insurance companies and who 
were · responsible for malpractices, 
favouritism and nepotism are not on · 

:that body.· · 

Shri S. K. Patil: You have suggest
en the appointment of some kind (Jf a 
·commission. What sort of Commis
. sion. do you want? . Do you want a 
Commisswn ::.et up permanently to look 
after the. service conditions or a Com
mission which meets in the beginning 
. and examine the cases, lays down 
genercll 'conditions, etc.? What is the 
type of Commission that you envisage? 

Shri Chanda: We have suggested 
that d permanent Pay and Service 
.commission must J:Je there, because 1n 
future also, they will have tu rec·om
mend appointments, · etc. So, if pos
sible.· it would be better if there is a 
permanent Pay and Service Commis- · 
sion. 

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

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

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

Shri Chanda: Just after the fixation, 
there will arise ·occasions regarding 
appointments and also. recommending 
promotins in suitable cases. That is 
why w~ sugg-ested that-i! possible, 

. there should be a permanent Com
·. mission. 



Shri S. R. Rane: You have g~>ne 
through Clause 10(1). That" lays 

. down ,that the .employees shall hold 
otlice by the same tenure, at the same 
remunt!ration and upon .the same terms 
and conditions and. with ·the same 
rights .and privileges, etc. The sub
clause says "Notwithstanding anything 
contained .. in sub-section (1) or in any 
contract · of servict!, the Central · Gov
ernment ·may, for · the purpose · of 
iationalising the pay scales of em
'ploye_es of Insurers. . . . . . . . . alter 
the terms of servJ.ce of the employees 
as to their remuneration in such 
manner as tt thinks fit.......... . etc." 
Don't you thiDk that this provision 
will meet what you have said? Besides, 
you have stated that there was nepo
tism, ,favouritism, etc. po you wimt 
that this Pay and Service Commission 

. _sJ:lould go into that question? · 

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

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

Shri Chanda: Yes. That is our sub
mission. 

Shri S. R. Rane: What is the total 
number of employees, that is field 
workers, etc., in the insurance field? 

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

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

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

Shri Tekur Subrahmanyam: You 
can distinguish between the two and 
say wl:i.ich' is. better? · 

Shri Chanda: I cannot say it .exactly, 
but so f~ as· I know, jn the ;majority 
of cases,' the business is . contributed 
mostly by the salaried ~oz:kers. 

Agents have been in the second front 
arid the main responsibility for ·pro
curing business lies on the shoulders 
of the salaried field staff, because 
they have. some commitments regard
ing fulfilment of q~?tas ... 

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

Shri Chanda: We suggested two 
_categories of· agents, the part-timer 
and the whole-timer. We suggested 
the retention of part-time agents who 
'are etficient, fixing some stipulations, 
say, Rs. 50,000. . They have not to 
discharge any necessary service. 
Simultaneously we suggested that the 
whole-time agents must have· an initiai 
opening of Rs. 225 . as quantum . of 
security. Out of this he will be given 
Rs. 125 for discharging necessary 
serv1c'es, like, the collection of Pre
miums, submission of health declara
tion, claims settlements, attending to 
various reports, etc., and another 
Rs. 100 which will b~ adjusted towards 
earnings a~ainst future commissions. 

Shri M. D. Joshi: On page 2 of Your 
representation, you say under "Mal
pratices and Irregularities": "As re
gards · salaried field staff there existed 
irregularities which were lately grow
ing more and more, assuming alarming 
proportiqns." Can you indicate some 
of these? W.hat were the irregulari
ties that have ;:tssumed alarming pro
portions? 

Shri Chanda: At the time of appoint
ment, the Manager or the Branch 
Manager of the Companies knew it 
perfectly well that in a particular zone 



; th~re is scope for only 5 persons · but 
they did not hesitate to appoint 100 
Persons for procuririg business. They 
knew definitely that a majority of 
them will not come out successful. 
But whatever they could get in bet
w;en the period, they felt that that 
Wlll serve their purpose. In all these 
things there . were irregularities and 
taking advantage of the unemploy
ment situation of the country, they 
spoiled· the career of thousands of 
people. Rather, they have thrown 
them into streets. If you study care
fully the previous history of life iri
sur~ce management, you will be 
convmced. 

· So far as the irregularities are con
cerned, if the managment wanted to 
pay any. particular man Rs. 1 000 or 
J:ts. ,2,000, they . were at libert; to do 
so and by a process of official mani
pulation, that is, by tagging to that 
Particular man, say, 100 agents and 
20 Inspectors the' business of these 
pe~ons was shown as if it . was the 
ach1evement of that particular person 
an~ the~eby he was rewarded with 
that amount. 

s~r M. n: Joshi: ori page 4, you 
suggest that Rs. 225 sh:ouid be fixed 
dii ~on:thly allt?wance. What · is the 
basls for 'his figure? How did .. a · you 
. !I"lVe at this figure"! In paragraph (f) 
you . say "preferabiy in the form of 
fixed ~ont"1ly allowance of RS. 225". 
How did You arrive at this figure? 

a :hri Chanda: Our basis ls that every 
. g ~t. ~hether part-time or· whole

tlme must be restricted t'o a partici..tlar 
area say tw Villa ari · ' . ' . 0 . ges or three villages 

. t d an Inspector over a thana or 
wo.. That agent will be nursing this 

particular area . d . . .. 
nobod I . . m ependently . and 

. Y e se Will mterfere in hi. • b · ness and · . s us1-. snatch aw· ay· · h.. b. ·. · · s h . 1s · usmess. 
o e must· have some business there 

If he organises the area ~operzy and if 
t~e Government helps him with faci· 
lity . tor propaga~da, etc., there will be 
good business: 1\foreover, Its. 225, .we 
suggested, for his· whole-tiffie· ser\iice 
because . apart from collection of pro. 
posals, M willhave to collect premi.a 
make' propaganda work;· then· sei"V~ 
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the old policy holders and also attend 
to claims settlements and make en
quiries. 

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

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

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

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

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

Moreover, i{ these two classes are 
aiiowed to function· the ma'lpractices 

' ' arising out of rebate may not stop . 
That is .why we suggest regarding the 
abolition of these twQ· classes of work· 
ers. 

Shri T. N. Singh: You have advocat
ed the retention of the part-time and 
whole-time field workers under the 
new ·set-up. Don't yo~ think that in 
any' organisation which is to '6e :r;un 
as a State undertaking tlie system of 
part-time workers Will be worthwhile 
in the long run? 

Shd Chaiida: No, we suggested part
time onlY for ·agents:· But the field 
workers canriot be part-time workers. 
They should be whole-time workers. 



Shri T. N. Singh: What is your ob
jection to the . field workers working 
on commiSSion basis as at present 
instead of all of them being absorbed 

, as salaried workers especially when 
the cost ratio may be less if they are 
on commission basis? 

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

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

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

Shri T •. N. Singh: I. will go to an
other point. · In your memorandum 
you have admitted that irregularities 
and malpractices have been observed 
more in the case of the salaried field 
staff than in the' case of agents and 
special agents. Your Memorandum 
reads:. 

"On . analysis, it would ·appear 
that as regards Agents and Special ~ 
Agents working on commission, 
there was neither scope, nor prac
tic~ of much irregularity apart 
from illegal rebating~ 

As rega1Js salaried field staff 
there existed irregularities which 
were latelY growing, more and 
more· assuming alarnlin.g · propor-
tions." 
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With that admission now do · y~u 
justify the point that the checks, con
trols and restrjctions that are envisag
ed in this Bill in regard to the · salari
ed staff should not be there? You have 
?ot a number of suggestions for favour
mg them with all kinds of protection 
How do you justify that? · 

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

. Shri T. N. Singh: In your sugges
t~ons you want a number of protec
tiOns to be gjven to the field salaried 
staff-a Pay Commission or T "b · . . n unal 
for regularisahon of service conditions 
an_d _all _that-and you also want the 
elimination of one class whi h h 

t "tt . c ad :q_o commi ed so , many irregulari:.. 
ties. ~ou yourself have admitted that 
more . Irregularities are committed b 
these p~ople. Then how can one ju t! 
fy. t~e relru:cation of controls and rs I-
trichons and other es-
. · , protective 
measures proVIded iri . the Bill? 

Shri Chanda: So far as d . our memo ran urn Is . concerned w h -
justified the elimination o~ an ave not 
We have suggested that if Y cla~s. 
agents and chief a special 
the best . t • gents are to go for 

. m erests of th . 
they should be absorb . e mdustry. 
poration . by their b . ed In the Cor
native appointments~u~g ~:ffered alte~-

Shri M. . c. 
Pomtment to 
agent? 

Shah· Alt · 
Who~? . ernative ap-. 

. To the special 

Shri . Chanda: Yes , 
absorbed as inspe t . They may be 

c ors or a 
Sbri M. . gents. 

· · C. Shah· On h · · · w at b · Shn· Ch asis? anda· o 
inay b · · n salary b . 

e appom· t d asis. They basi · e on 
b s. as . agents. . I .think conllnission 
. e gtven some OPtion . ·.they shouid 

Shri T. N s· . . 
that I want~d Ingh: Another . 
ratio. Yo to ask is ab question 

. u have stated· out expense 
"Tb:e m · · · · · 

f . . Uch PUb}i . .· 
o e:x:Pen . . . Clsed d . . se ratio. b re uctton 
mcome of fndivid Y'. slashing out 
and. the ua1 field 
appreh .consequent . forces 
all leve~n~I?n in. the flel~dt!spread 

. . Wlth .a illens . . forces of 
· e Of uncertain-



ty_ and)nstability has only caused 
.a pa'ralysing' effect . on the entire 
producing machiUery."' . 

Thls gives the. ~mpr~ssion that any 
attempt by Government to reduce 
working . costs creates apprehension 
not only among you but also· on the 
public that all kinds of ·things will 
happen. I find it . is stated that 

. nationalisation has cre~ted more con
fidence among the people to take poli
cies. ~ow how do you reconcile this? 

Shri Chanda: The apprehension of 
tlie several categories. of field workers 
is there on the basis of the statement 
of the Finance :Minister made · on the 
floor of the House with regard . to the 
hlearchy of Salaried supervisory field 
staff. . There is an · apprehension 

· that after nationalisation probably 
many of them :rriay have to .suffer 
many thfugs. Not only. . th'at. . Im
mediately-so many people are suffering 

·from day to day. :Some · inspectors, 
probably, a'l"e not get~ing their. salary 
regularly, and . also · the pro-'rata 
workers. 

Sbri T. · N. Singh:· Could you tell 
us what will be the' average income 
of the more successful salaried staff 
who also get coilUl].ission, partly. salary 
and partly commission? What .will be 
the; .salary of such staff, say rangm"g 
from. Rs ... 400 .to Rs. _2,000 or what? 
. ) . ~ t~... . ·.. . . . 

Shn Chanda: We have given a sug
gestiort "that it should. ·_~;tart from 
Rs:: 3,5o:-and rise upto Rs. f,2oo. · · 

. . . ' ' ··., ~ ·" 
·Shri T. N ... Singh:· What·· js: th~ pre

sent position? · 
~ . • • ' ... 1'; 1 ·• . . . 

.Shri Chanda: .~)!_. J?r~_s_eJ;lt .probably 
the salaried field staff .are getting . a 
maximum of Rs. 1,500 or Rs. 1,700. 

- .. \ : •. ( ·""' "!. • , ~ --: •• . . . • 

· · Shl'h T.' N;.·-Singh:--Plus: commission 
a:lso?.,--: · • · --·~- _ · 

r .,, . . _ . ., · 
• 1 '~hri: Chan~:i:_ No... . · .. 

·r<>·'Shii ·T. N; Singh:· What will ·be the 
·'income of those who get---commission? 

. • y 

· Shri ·Chanda: ·So·· ... farr -as ... special 
agents. and agents ·are concerned they 
do nQt,earn:Tmuch. - In some cases:they 
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do make moneY. but.th:ey can be count
. ed on the fingers. Most of them are 
earning from Rs.. 500 to·. Rs. 800 a 
'year:. ·. · ' · : · · • ; : : · · · · 

.. 
.. Shri T. N. Singh: We were told that 

some of them were. earning incomes 
ranging from Rs. 3,000 to Rs. 8,000. 

Shri Chanda: That will be one in 
ten thousand. . They will not present 

. much . difficulty because ·they will be 

.very fe~. · 

Shri T. N. Singh: Suppose y0u. advo
cate that part time commission as well 
as salary basis :r;nay .be c;ontinued, then 
s,ome people will get very hlgh in
comes and there inay be objection in 
our socialistic · .pattern of soclety, as 
you h:aye said jt,lst now. · · , 

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

. Shri T .. N. S.in,g:h: , Regimi~i. the 
. zon~l bpar_d . you suggest that salaried 
field staff, otnce .employees .etc:

1 
·should 

be ~~presented mi the zonal board . 
. That .is .. your. _suggestion With' regard 
-to the. amendment to clause l9 ... Now 
would it pe desirable for t~e very 
people whose work is .to be sui)ervis
ed by the Board to be represented in 

. the B_oard almost entirely? . -
\ 

. Shri Chanda: We hav!'! ~·suggest~(! 
. that these employees . may also be 
represented along witfl" other interests. 

. We _hav,e . ~~m~!r- as_!{.ed , to . add this. 
:!'he firs~ paragraph will be there. 
This 'is·· only 'an · addition · tP.at ,these 
people should also be represented. 
That _is not, an ,entirely .new :thing . 

Shri T. N. Singh: What proportion 
of representation would you like in 
that case? . ' . : . ' .... ~ 

. ,. . - ~ . ; . . ( . . ; 
Shri . C~alt~l:;t: . . ~~:) ~pul.Q. ... llk.e to 

have one man of each category of 
workers .in the Zonal, Committee. 



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

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

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

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

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

''!cfu..frD;ta~: Is this' question not 
.. Veypn~~: tlie purview of· the .memo
.tand~? .. 

Shri R3dhelal Vyas: · But he is an 
expert in the line. . . 

Chairman: If he has ~ythjng to 
say it is all right. Other~i_se -~~,has 
to answer on certain fixed points. 

Shri Radhelal VYas: :you have 
suggested the abolition of the chief 
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agents. Could you suggest any alter
native employment for them in the 
new set-up? 

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

Shri Velayudhan: You have stated 
something in your memorandum about 
agents. Is it your opinion that . the 
terms and conditions entered mto 
prior to the nationalisation should be 
kept in as it is for the agents? I ~ 
not mentioning about the spec1al 
agents or chief agents or anything like 
that. I am only referring to agents. 
Are you of the opinion th~t the tez:ms 
and conditions . entered mto earlier, 
that is, prior to nationalisation should 
be maintained in the case of agents? 

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

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

Shri Chanda: If there is a complete 
re-orientation. and change of outlook, 
I think the special agents and chief 
agents cannot function ~s such, be
cause I have already stated that if 

·:you allow a class of workers a !higher 
: 'tats of'' commission and better Privi
leges for obvious reasons, the majo-

. tity· ·t,f tlle lowest strata of workers
! mean~:tb:~ ·agents-=cannot compete 
with . ·'them. ~ For ·example if the 
spe~ial agents unfortunately allow 



as rebate 35% and retain 15% the 
position o:e the agents becomes hope
less. As a matter of fact, so far as the 
agency commission· is concerned, pro
bably it is known to everybody tliat 
~hatever earning they do, these spe-· 
c1al agents or chief a·gents or agents 
really do not earn the wihole amount 
but they take it in some way and 
retufu it to the policy-holders in some 
other way, In most of the cases things 
are taking- place like this. If you are 
to remedy this, you will· have to bring 
in uniform terms of payment. Other
wise, rebates . cannot be checked. The 
Inspectors· should be strictly advised . 
that if they find anybody offering re
bate,· their agency should .be liable for 
termination. 

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

Shri Chanda: It is not quite clear .. 

Shri· M. C. Shah: I am afraid this 
is not a question which he can be 

. ~sked. What is he going to say? He 
: ~ representing the field workers. He 
Is not an expert on all these matters. 
About the field workers he can be 
~ked, as he is here to safeguard the 
~nterests of the field workers. All 
hese questions we can ask to some 
~.the experts when they come before 

Shri: Velayudhan: I think the Minis
ter has not perhaps read the memo
randum submitted by him, 

Shri M. C. Shah• W 
discretion. . , , e. must use our 

Chairman:. We must confine our
selves to the memorandum and also 
th.e representative character of the 
Witness. He represents · the field 
w~rkers. Whatever questions we may 
raise regarding field workers; he is 
an authority. We have to finish within 
a measurable time. 
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Shri Velayudhan: In page 2 of the 
memor:andum, all .' these things · are 
included. · 

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

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

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

Shri Chanda: Yes. . We heartily 
welcome it" provided the status quo of 
the salaried filed workerS is. main
tained till the report of the Conimission 
is out .. · · · · 

Shrimati Sushama Sen:· I believe 
there is a general ·disagreement with 
clause· 10, sub-clause 2. If this is 
amended and· the rules are laid down, 
will t~e- field work~rs get satisfaction? 

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

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



- Shri Chanda: I am not sure whe
ther any data- is l:>eing maintained: PY 
the Controller of Insurance showing 
the respective performances of agents, 
special. agerits, · chief . agents and Iris-. 
pectors. I am 'afraid whether I should 
v'enture 'to give any reply without 
bowing .this definitely. 

shi-i .'Telitikar: Can you give any 
idea about. the·' r"emuneration paid to
the agents under the chief agents· and 
the .agents under the Inspectors on 
salaried,basis? 
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·- Shri Clianda: Would you kindly. 
explain the· point? . · 

·· Sliri ·Telkikar: You have got these 
t:Wo systems •.. Remuneration is paid. to 
them -as . coinniission in . one case and 
as scilai-Y, in . ~other case. ·-~ w_ant. to . 
knoW the whole expenditure on these . 
two systems. 

shri· Chanda: · If these two things 
are adopted simultaneously; I think the 
proposed- 'Corporation·willlead us 
nowhere; That we· · shall· have to 
decide. It should be commission all 
through or on the basis of salary 
only. By taking via media or com
bining- these ~wo systems, I think, 
better_ services cann,ot be . obtained. 

Shri Telkikar: f would like to kriow 
whether it_ _is a . fact: that in the 
system _of_ commission basis there are 
lesser lapses ~han in the other system? 

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

Shri Nambiar: You have. sta~ed in 
your memorandum that the ~xpe
diency for terminating' the services of 

many of' the field workers of reducing 
their salaries and emoluments has 
caused· much harm to the procurement 
cif business. Can' you- substantiate -~t by 
giving some· more' facts rind can you 
say ·wh~ther· it was' done on ·a· large 
scale? · -

· Chairman: That question ·has al
ready beem answered: · · 

Shri Nambiar: In your memoranduin. 
you iha-..:e also . stated that in certain 
cases the Custodians had· to reduce 
the staff. or reduce the emoluments: 
In those cases what compensation· do 
you expect for the staff who have been 
aff:cted? Do you expect any compen
sation· or do you say that all of them 
should be taken back to work wheth 
th . . . er 

ere Is necess1ty or not? 

. Sbri Chanda:. As a matter of f . t 
, we do. not: feel and we do not likea~~ 
say U:at Gove~nment which is out to 
es~ablish a socialist pattern of societ 
will be terminating the J'ob of . Y · 1 · · even a 
smg e· ~erson.- . But as . a. measure of 

fprecauti-~n,- -:""e -have suggested that 
or ternunatlon he must .-

t. rece1ve com-
pensa Ion for the period o.f . 
· k d service he wor e ; that is gratuit : f 

salary against h Y 0 one month's 
1 · · · . e~c. year of service 

P tus . ~ash eqUivalent against leave 
a , his credit. But we thi 
this contingency. will'not - , nk that 
~~ve . come here to pres~~:e t~nd Y:~ 

. ~ case and ask you f 
dltlons for ·us that nobodyofs ~~~on-
We have come _here to place bef ed .. 
you ~h:e. fact that given sultabl ore 
portumtws, the em lo e op
wholeheartedly sup p orrees w~o h~ve 
tion-whether in t: ed nahonahsa-
fi 1 e office or in th e d . organisation~will ... tr - .e 
utmost to make . Y _ their 
scheme though . a ~uccess Of the 
that designing Persone are · sure 
who want to disturb ths are ·there 
and who want defin't e status quo 
nationalisation scheme

1 ~Y that the 
to· any success ·we th' oe~ not- come 

· · mk th dlans Who were erstwh'l e Custo. 
different companies an~ e Managers of 
least some of theni. · f w?o ~ere-at 
'bl . o course-

S! e !or violations of . respon-
code or the iriStiran the Insurance 
daylight, have' been ce /aws in broad 
di•ans. They want i sehected as Custo-

o s ow to the Gov-



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

Chairman: You a~e going on ~epeat
ing the same thing; 

Shri Chanda: I am sorry. i .shall not 
repeat. 
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Shri Nambiar: You ·have. suggested. 
a· guaranteed remuneration of Rs. 125 
plus Rs .. 100 for certain categories and 
Rs. 350. for Inspectors. Am 1;' 'right? 

Shri Chanda: Rs. 350 to Rs. 1200 
for Inspectors, and for the agents a 
mhiirriu'm · of Rs. 225 ·raising ·the · 
amoimf if they' do more work. 

Shri- Na~biar: How and why have· 
you suggested this figure? · Why 
should it . not have been Rs. 425 or 
Rs. 525? 

· Sliri Chanda: If they are· given start 
at Rs. 350 and go up to Rs. 1200, that 
will c~ver. it. 

· Shri Nambiar: You mean to say that 
Rs. 350 must be the starting J;>ay. 

Shri Chanda: This minimum is very 
necessary. The II1Spector has got so 
many · coriuriitnients. He has got to 
entertain people and he must have that 
minimum standard. Otherwise he 
cannot represent bicely. 

· Shri .Sadb.an Gupta: You say that 
there is a scheme for rationalisation in 
clause 10 .sub-cla1,1se (2) of the Bill. 
Regarding that 1 want to ask you a· 
question. ·You have complained that 
that scheme does: not provide for· gra
tuity. Do you· not· think that a pro-. 
vision for gratuity to the field staff 
whose services ar.e being terminated, 
because they will have to go out of 
this line· altogether in view of the 
mo~opoly, would be fair in view of the. 
provision in the ~ill tJ:tat shareholde~s 
should be compensated on the bas1s 
of the supposition that they wnr not 

be able to earn in the: future . what 
they. are e.ar.~ toda~? 

Shri. Chanda: The point is not· · 
quite clear. 

Shri Sadhan Gupta: There is a 
principle laid down on which · com
pensation is· IJToposed· in the Bill for 
shareholders; n·on't · you think that 
the· same principle should apply to 

, field staff whose services · are ·being 
terminated and suitable gratuity~ should 
therefore be paid to them because 
they will also no longer be able to 
have their insurance business? 

S_hr.i Chanda: Certairu.y we ·want that 
benefit for the workers. But 1 have 
come 'here before you with-· the ~dea 
that the persons whose 'serv:'Ces have 
already· been :terminated· ?fter the issue· 
of the Ordinance should come in· and · 
then there will be. no scope for any 
termination and every such per.son · 
will be provided: wj,th. services in ac
cordance . with his qualifications, · etc. 
But supposing. the . shax.ebolders · are 
given compensati!on, the· . workers, 
after .termination, s~ould get compen
sation by wq.y; of. gratuity or other
wise. That is just the minimum con
sidei!ation they want. 

Shri Sadhan · Gupta:- As far as the 
Pa•y and Service Commission are . con
cerned, there has been :a suggestion 
that they ·might be appointed by the 
Corporation itself. Do you think that 
if the Corporation itself appoints the 
Pay and Service Commission, such 
Commission would not very much 
command the confidence of the 
worker•s? Be.cause tne Corporation it
self is a. party to. the whole thing and 
under the sch~me ·of: the:. R•ll, ·the 
Corporation ·is practically p.ot· a repre
sel}tative bo9-y but a body. nominated 
by the Government. 
. Shri Chanda! If the composition of 

the· Corporation is· on the line sug
g~sted by us, it is all right. We have 
said in the Memorandum as follows;-

"Substitute the- clause by the follow
ing;.;_ · 

The Corporation shall consist of 
15 Members of whom three will 
represent the Parliam;ent, . three 
will represent the Policy~n'oiders, 



· [Shri Chanda] 
one each to represent the register
ed associations of the Actuaries, 
the Salaried Field Workers, the 
Office Employees, the Agents, the 
Medical men and the Central Gov
ernment shall appoint four mem
bers, one of them as Chai'rman. 
The procedure of election or no-

. mination shall be determined by 
the Central Government from time 
to time to ensure the democr~tic 
character of . the Corporation con
sistent with relative efficiency. 
On _the· expiry of two years fr'Om 
the date ··of appointment one
third of the · members shall retire 
by rotation"; 

Supposing a Corporation of that 
nature comes into being, then I think 
~e :workers will lhave noth'ing to 
grudge. 

Shri Sadhan Gupta: Another ques
tion I want to put to you is regarding 
the organisers. I think: there is a 
tvery · co:nsidexable phenomenon or 
dummy organisers in the life insurance 
business, that is to say, dummy orga
nisers- and dummy agents also. That 
is to say, people. in whom they are 
int~r~sted and for whom they want 
to_ pxovide something are made orga
nisers. There are dummy agents also. 
In _some _ cases their ·salaries ·are not 
interfered with. even though they do 
not; bring in; sufficient business. Don't 
you think ·that this kind of organisers 
should be liquidated as soon as 
possible? 

Shri Chanda: We have probably 
somewhere suggested tbat _ spurious 
appointments and binami appointments 
o.f inspectors, etc. should go and that 
they should not find any scope under 
the Corporation. 
S~ Sadha.n Gupta: Lastly, -you 

have said that there should be some 
sort of ·examination in case of future 
appointments of field staff. Don't you 
think that if you have to have such 
an examination, there should be ade- · 
quate training facilirt;ies also provid
ed, because otherwise there woUld be 
no basis on which such examinations 
could· }Je hekl?. 
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Shri. Chanda: So far as ~amina
tion is concerned, we never suggested 
that only the field workers should 
come within the scope of exami'nation. 
I think from administrative heads 
down-war'ds to people who draw 
Rs. 300 all should ~orne under the 
purview of the examination and they 
.should be given opportunities accord
ing to their efficiency and qualifications 
they possess. No matter, they. zmght 
be drawing a salary of Rs. 3,000 or 
Rs. 5,000, still they mu5t be brought 
under this. · 

Shri Sadhan Gupta: Don't you think 
that in order to make the scheme of 
examin~tion .a success, some o~ 

the training facilities-say jnsurance 
schools or some such institutions 
should be run either by the· Corpora
tion or· the Government?. 

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

Shri G. D.- Somani: You have said 
on page 5 of your Memor2ndum that 

· the Corporation sh~uld be pre-emi
nently conducted on business principle 
in its approach as well as in its dif
ferent sphere of activity. 1 do not know 
if you are aware of the general impres
sion ·in informed quarters in the count
ry that most of the statutory corpora· 
tions at present · operating a'I'e 
functioning more or less as Depart
ments of the Government. In 
vilew- of that impression, :would 
you like to suggest any parti- · 
cular aspects about the working of the 
CorPoration so that it may not result 
in the same manner as if the Corpora
tion will again function as a Depart
ment of Government? 

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

Shrl G. D. Som,ani: The Estimates 
Committee_ of the House said that all 



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

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

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

Shri Chanda: We are fed up wi*h 
the experience of those gentlemen. 
The more they are kept out of the 
Picture the better it is fort the country 
as a whole. 

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

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

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

Shri . Chanda: That is because the 
Private; insurer'S are actively · associat
ed. or are . misleading Government. 
.That i'S why we have come now before 
th ·c 'tt · J: 1e '·'i~~m~ "~e. 
l1. §hri G~, Q •.. Somani: You have said 
something . apout the premium rates 
being revised:· ·Don't you think it is 

a hasty step without proper assessment 
of the situation? 

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

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

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

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

Shri ·Chanda: These are the argu
ments generally advanced by the pri
vate insurers because by putting 
forward this expense ratio and ac
tuarial valuations and other things, 
they· want to create a condition so 
that· Government go back to their deci
sion and they are allowed to· rob the 
people 'in their ··usual way. As a· 
matter of fact, the actuarial valuation 
of the private insurers willl be quite 
different from the valu.ation of the 
Corporation which commends the 
entire business of the countrY. The 

int£>rest earning a~d the expenditures 
will be entirely different ;from those of 
the· competitive concerns who did not 
care· for the sentiments of the workers 
and who did not care for the senti
ments of the shareholders even the 
sentiments of the policY"" holders;·· they 
misused their powers· and manipilla'ted 
matters·: · So, we distinctly .differ. 
What· will be the future of the Corpo
ration is yet to be seen. 

. .. .., 
., ' 

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



[Shri Syamnandan · Sahaya] 
be abolished and that they be absorb
ed in ·the new set-up in accordance 
with their merit; Are you of. the 
opinion that . the Chief Agency· or the 
. Special Agency· system from the point 
of · view of (a) expense ratio, 
(b)larger business ·and (c) less·lapses 
of policies has ~ee~i~_imy way.worse, 
or in certain matters, better? 

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

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

Shri Chanda: I have· already told 
you that the Department of .Controller 
of Insurance has not given us any data 
regarding the cost and incidence of 
lapses in Special Agency and. C}:llef 

_Agency. . How can I jump to conclu-
sions without knowing. the data fully? 

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

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

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

Shri Syamnandan Sahaya: The other 
thing you said·was with regard to the 
S~rnce Co'i:nmission. Supposing a 
Service · Co'!Illnission is set up at pre
sent,.. Jwith a view_ to· find out who 
should be retained and who should not 
be retained. After that, there need 

. not be:·rafiy.. permanent Corninission. 
· ''.ffi'ere'·ihay be ·a ·Tribunal, for instance, 
. t'cf consider 1 cases of app"eal. 'In the 'f'...... t. ' • ' 

beginning, the Commission will go 
into· all the cases and mak_e definite 
recommendations. After the Com
mission's work is finished, .as Mr. Patil 
suggested, would you like to have a 
kind of a Tribunal which will hear 
appeals and· decided· matters? Would 
that meet your point of view? 

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

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

Shri Chanda: I have no objection. 
f' • . 

Shri Feroze Ganl1h:i: _Would . you 
agree that if .a Board_ lil~e this is 
appointed for the purpose of weeding 
out all those useless and bogus agents, 
it would serve the purpose? 

Shri Chanda: Yes. _Such a Board 
should be appointed. . . _ 

Shri Fero-ze Gandhi: .If such a Board 
were .to find. that. out ,o;f, the present 
70,000. _agents, there _are, say,_ 10,000 
Tvho are bog~s ones, would you say 
that these_ people also should be com-
pensated? · 
.. Shri Chanda: So far as these people 
a~e concerned, they will be getting 
the privileges _under the Insurance 
Act They will be getting the heredi
tarY. renewal c~mmissio~ .. 

· · ·.Shri Feroze · Qaiuihi: Some _may be 
. on' salary; . 

. Shri Chanda: No age}:lts .. ar~ on 
salary. '" -~-- ·· · ··· ··· 

Shri Feroze Gandhi:.Now about the 
future. set-up. of agents~.special: agents 
or whatever . it is, wpuld you .. agree 
that· b!f~<jlFe~ ... ce:r:tW.cateis given to an 
agent bY the Corporation ·ihis agent 

. .or speci,al ag~nt, or what~ve:r you like 
"to' caii hi.m in the future set:-up, should 
pay <;a~h security? _You suggeste~ a 



. salary of Rs. 125 plus Rs. 100 as part 
of the Commission· which will be 
adjusted later. To protect the Corpo
ration as well as the policy-holders 

' in future, do you think it would be 
necessary or it would be a good thing 
to take a cash security from the agent 
before a licence is issued to him? It 
might be, say, 3 times or 5 times of 
his monthly salary. 

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

Shri Feroze· Gandhi: That is all 
right. 

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

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

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

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

Shri Chanda: I cannot exactly fol
. low you. 

Pandit K. C. Sharma: My question 
. ·is that if a man is employed by the 

Company, he executes an agreement. 

IS 

In that agreement there is a dause 
about the terminati6n'. of . services. 
What I mean to point out is that after 
his services are terminated in the new 
set-up, he. will be entitled to only so 
much· as is the obligation of the pre
vious ·employer in lieu of the termi
nation notice. 

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

· by the previous employer. 

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

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

Pandit K. C. Shar~a: That is to say 
in regard to remuneration, you also 
want human· consideration. 

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

· Shri 1\lattben: You suggested 
the appointment of a Pay and Service 
Commission and Mr. Patil pointed out 
that there might be no work except 
in the initial stages. Would it serve 
your purpose if a Pay and Service 
Commission is appointed not only for 
the Insurance Corporation, but for all 
the public corporations, like the 
Sind!ri, DVS, etc.? 

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

Shri ~latthen: I think Mr. Somani 
asked you about the Chief Agents and 

·Special Agents. You said that you 
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[Shri Matthen] 
have not got the data. Suppose the 
data is that the Chief Agents and 
Special Agents are cheaper, more effi
cient and there are less defaults. Do 
you recommend 'your suggestion that 
they must be abolished? Am I clear 
to you? In their memorandum they 
alleged that they are cheaper, they 
are more efficient and there are less 
defaults. If that is true, would you 
recommend that they should be 
abolished? 

Shri Chanda: Ye.s. Still in the 
matter of bringing uniformity, we 
suggest the same thing, because I have 
already said that one class of worker 
getting 65% another 50%, ·another 
35% ........• 

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

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

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

Shr'i 1\latthen: That is all right. 
There is one point more. The mal
practjces of these proprietary compa
nies in the private sector were mainly 
responsible for nationalisation. I want 
to know what was the record of the 
mutual companies when compared 
with the proprietary companies. You 
come from a mutual company. 

Shri Chanda: I do not come from a 
mutual company. It is the ;;hare
holders' company. 

Sbri 1\lattben: Were these mutual 
companies better than the proprietary 
or shareholders' companies in the 
matter of .management, less malprac
tices or corruption? 

Shri Chanda: I have already sub
mitted that malpractices were preva
lent in all companies, but it varied as 

a matter of degrees. So far as I think, 
malpractices in mutual companies 
were much less than in 'proprietary 
concerns. 

Shri 1\latthen: If I remember correct, 
you said profit should not be the main 
consideration in the administration of 
this Corporation. But you have stated 
more than on one occasion in your 
Memorandum that the Corporation _ 
should be run on a business like way. 
How do you r~oncile the two? 

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

Chairman: 
else to say? 

Have you anYthing 

Shri Chanda: No. 

(Witness then withdrew.) 

II. Insurance Underwriters' A~o
ciation of India., Calcutta. 

Spokesmen: 

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

III. Bombay Life 
Association, Bombay. 
Spokesman: 

Shri R. N. Chopra. 

Underwriters' 

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

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

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



run into the 60th year and he has 
established business over a period of 
years, and now, because of age or 
sickness or other reasons, has kept 
away. Now they are going to say that 
there should be Rs. 40,000 business 
per year on ten different lives.· It will 
be very unfair to change the terms of 
the existing agents, particularly in 
the light of the assurance given on the 
floor of the House by the hon. ,, Mr. 
Deshmukh on the 19th of March. 

Chairman: Suppose there is a machi
nery to hear appeals with regard to 
any such cases provided in the Bill. 
Will that satisfy you? 

Shri R. N. Chopra: That alone will 
not satisfy us because, as you are 
aware, there is a section, section 44 
of the Insurance Act, which is our 
Magna carta. This came to us after 
very long struggle in 1950. It came 
into force on the 1st January. 1951 
(Act· XLVII of 1950), Insurance 
(Amendment) Act. 

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

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

Chairma~: Have you followed my 
ti ? ques on. There are certain orders, 

as you say, passed to the detriment of 
certain category of persons. Supposing . 
the Bill provides for. some machinery . 
to hear . appeals in all such cases? 

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

Chairman: That goes into the ques
tion and looks into the matter of 
hardships or whatever is there.· Will 
that meet· your point? 

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

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

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

Chairman: You can say "Govern
ment". This is Parliament. 

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

Chairman: What is the suggestion? 

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

· Chairman: . Whether the Corporation 
wants to retain them or not, no previ
ous action should be taken with regard 

. to such matters? 

Shri R. N.· Chorpra: Exactly. 

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



[Chairman] 

and decide on merit, . if there is some 
machinery for that, will that suffice? 

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

Chairman: Not hundred per cent? 

Shri R. N. Chopra: No. 

Shri S. S. Ali: If sections 40 to 44 
are incorporated in the new Act . and 
if there 1s a machillery ·to hear 
.appeals that . will be there, we will 
be perfectly satisfied. 

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

Chairman: Do you know of cases in 
which terms of the contract are 
changed or modified before the expiry 
of the term of t}le · contract? 
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Shri R. N. Chopra: I do not follow. 

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

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

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

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

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

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

Chairman: You can give it to the 
·office. 

Shri Feroze Gandhi: Whose services 
have been termina'ted? 

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

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

Shri R. N. Chopra: Yes. So far as 
agents are concerned, their services 
are going to. be terminated. T'hit; 
circular has effect all over India. 
As a matter of fact there is 
a fantastic word used by the 
new India Custodian. First he 
says "I ani, therefore, happy to state 
that your appointment continues to 
remain in force". They say "while 
you should welcome nationalisation 
and be prepared to shoulder the 
burden" and that sort of thing. It 
also refers to the share of the agents 
(it is addressed to the agents). But 
on page 2, paragraph 2, it says "if 
your appointment as agent calls for 
a notice for alteratioh of the condition 
of their terms, please treat this l~tter 
as such notice." This is really very 
fantastic. This is really a very prob
lematic provision. By a stroke of the 
pen 20,000 or more people are affected. 

Chairman: You have made your 
point. 

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

Sbri Feroze Gandhi: By whom are 
they protected? 

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

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



What is the Underwriters' Associa
tion? 

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

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

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

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

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

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

· Shri R. 'N. Chopra: He usually runs 
a sort of parallel branch. If ther.e is 
n" branch, the smaller companies 
used to have chief agencies and they 
fixed their expenses. 

Pandit K. C. Sharma: On the basis 
of ce~tain commission, the Chief Agent 
appomts other agents under hi 
There. is .no salary. Parallel to t~ 
organisation there is a branch system. 

. Shri R. N. Chopra: Not in that 
district. 

P~ndit K. C. Sharma: There is such 
a thing as branch system. There may 
?e a branch of other companies. There 
Is another thing called the Chief 
Agency system. 

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

Shri R. N. Chopra: I will make my
self clear. We represent the agents, 
the lowest rung of the ladder, and the 
next . higher rung of the ladder, the 
special agents. We do not represent 

' the Chief Agents. As a matter of fact, 
our stand is this, that according to the 
Insurance Act, as it stands and the 
various codes of conduct evolved from 
time to time, there should be only one 
middle man between the branch and 
the agent. That is the ideal position. 
But, unfortunately smaller insurance 
comapnies and even bigger·· ones 
~xcepting the few who strictly follow 
the law, · (like the Oriental and a few 
ot~er foreign companies), with a view 
to compete with each other, introduce 
more than one middle man. They 
name that differently as Organising 
Secretary or Organising Inspector and 
so on. · 

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

Shri R. N. Chopra: No. We are 
running down such a system, you may 
look at our memorandum. We have 
suggested "payment by results." We 
have stated in our memorandum that 
recently among the dock workers the 
Government of India has introduced· 
a system of payment by results which 
is the only fool proof system. So, we 
want payment by results. We get 
under the law a maximum of 1'5o/~. 
We do not want 16%. I represent the 
Norwich Union and Mr. Ali represents 
Sun Life. The position is this. I am 
talking of the best of companies like 
the Oriental and the foreign com
panies. These companies were not 
contravening the law and they were 
not giving more than 15%. Even that 
15% was available only in stages. The 
15% was actually available only for 
business of Rs. 3 lakhs. That system 
is a fool proof system. We have iust 
looked at the Year Book, and with 
your permission, I shall just give 
some idea of the lapse ratio from the 



[Shri R. N. Chopra]. 

year 1951 as shown in the Govem
ptent Blue Book: 

Ratio 

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

Onental 89% 

New India 129% 

Sun Life · IS% 

Norwich Union-the oldest British 
concern in the world 32% 

it is I8% and 22o/o for those .last 
mentioned companies because 

· they have no paid aystem. . . 
Chairman: You want to maintain 

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

Shri R. N. Chopra: So far as the 
rural. areas are concerned, you have. 
got to have the Inspectors. So far as 
smaller towns are concerned also, you 
have got to have these Inspectors 
because you expect some service from 
them. In bigger towns, specially of 
5 Iakhs and over, you cannot at this 
stage, until you have known where 
you stand, scrape that system. That 

• will be againSt your own interests. 
Give a trial to both the systems and 
in . rural areas have the Inspectors. 
But it will be in the interests of the 
Corporation and also in the interests 
of the nation to run the parallel show 
at a fixed cost of 15% •. Government, 
like the Oriental and the British com
panies, will execute the deal There 
won't be Organising Secretaries or 
Organising Inspectors. I told the 
Finance Secretary in Bombay: "When 
you are going to execute, there will. 
be no malpractices. You will be the 
executor." 

Shri S. S. Ali: I have asked in the 
memorandu~ of the Calcutta Under
Writers' Association permission· to 
write business on foreign lives. ln 
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clause 25 I have asked for a speclnl 
proviso to the effect: 

. "That thiS will not prevent life

.. ·insurance or _annuity policies being 
taken out .in a non-Indian cur
rency on the life of a non-Indian 
national, temporarily resident in 
India with an Insurer incorporat
ed o~tside India." 

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

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

Shri S. S. Ali: The Corporation 
wants the exclusive right to do · busi

. ness on Indian lives. That we cannot 
interfere with. But the Corporation 
policies will· not 'be suitable to foreign
ers. When a policy-holder is transfer
red outside the country, his policy can
not also be transferred with the result 
that he has to surrender his policy or 
make it into a paid-up one, which is 
naturally a loss to him. In order to 
sell policies to them, we have to deal 
with foreign insurers and in a foreign 
currency, and we have asked fo1· your 
permission for that. This is being done 
to a very great extent even now. But 
we cannot do so unless we get ap
proval from the Government. 

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

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

Shri S. S. Ali: They won't have offi
ces. 

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



they be entitled to hve their offices in 
India? 

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

Shri l\:1. C. Shah: · What do you want 
us to provide fort liere under clause 
25 monopoly is taken over by the Gov
ernment. Any life insurance business, 
if it has to be put through, must be 
put through this corporation. Even 
a foreigner can insure. If a foreigner 
wants to insure his life· in the Corpora
tion, there is no objection. If he is in 
India, why should he be given any 
other facilities except through this 
Corporation? Why should we give 

, him extra .facilities 

Shri S. S. Alii The only difficulty is 
'that most of these foreigners stay in 
India only for a short time. Most of 
them then leave this country either to 
gq back to their own countries or to 

. other countries, long before their poli
cies mature. Under the present system 
we transfer the policy to the particular 
branch in the country he is going to. · 

Sbri l\:1. C. Shah: . Because foreign 
insurance companies are working in 
India, they get their policies in foreign 
currency. · We do not propose to have 
such insurance policies after the Cor
Poration is. formed. 

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

Shri 1\:I. C. Shah: If suppose they 
stay here for a year or two and if they 
propose to take policies with the Cor
poration, they can do so. Whenever 

' the conditions are fulfilled, they can 
get back the money. Why should we 
take these policies here and then 
again transfer . them to those foreign 
-companies? 

Slui S. S. Ali: An Insurance policy 
is a long-term contract. A man may 
be here .for five . years and then he 
may go back to th.e United Kingdom. 
How will he maintain that policy? · 
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Sbrl l\:1. C. Shah: If he has got a 
policy, then there are branch offices 
where he can pay his premium. Sup
pose he has got a policy, he can ar
range to get the premium paid here. 

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

Chairman: Is there anything in the 
Bill which prevents you from acting as 
agents for foreign. companies or 

· foreigners in India? . There is nothing 
-like that. So far as the Corporation 
is concerned, supposing the Corpora-
tion ..... . 

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

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

Shri S. S. Ali: I do hot think the 
Corporation as a Government concern 
can have branches in other countries. 
It- is all right· :I' or private companies to 
have branches. 

Chairman: There might be some 
concerns comi~g to. Government and. 
. they might .be continued in some form_-

Shri S. S. ·Ali: There is no arrange
ment possible. 

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



Shri S. S. Ali: We will be very pleas
ed to do so. But the Corporation will 
not do it. 

Shri V. B. Gandhi: Suppose the Cor
poration is willing to do it. Then, 
would you suggest some suitable 
amendments? 

Shri S. S. Ali: I will be very pleas
ed to do that. 

Shri V. B. Gandhi: I think the 
amendment you have now suggested 
makes it possible for business to be 
done on foreign lives entirely indepen
dent of the Corporat:on. I would like 
you to consider this: If you cannot pos
sibly suggest some amendment by 
which the Corporation can accept 
nominal agency arrangement for 

' foreign companies, you would then be 
booking this through the Corporation. 

Shri S. S. Ali: We would be very 
pleased to do it. I have not been able 
to find a suitable solution. But if the 
Government will do something where
by a foreigner can take aJ policy in a 

·J'oreign currency through the Corpora-
tion arid arrange for service of that 
J?Olicy abroad, should the man be trans
ferred outside, we would be delighted. 
We want nothing more. 

Shri V. B. Gandhi: Whereby the 
responsibility of servicing that policy 
would be automatically transferred 
to the parent company, 
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Shri M. C. Shah: May I make the 
position clear? According to clause 25, 
as it stands, none will be in a position 
to take life insurance policy from any 
person in India, whether. ):le be an 
Indian national or non-Indian. If he 
wants to insure, he can insure only 
with the Corporation, unless that per
son directly insures with the com
panies outside India. That is a diffe
rent thing and we cannot stop this. 
Suppose they insure themselves with 
the Corporation, then the only ques
tion of difficulty will be regarding the 
servicing. Premiums have to be paid 
and claims have to be made. Those 

·are the arrangements that can be 
thought of by the Corporation if there 

are people-non-Indians-who get 
themselves insured by the Corpora
tion. 

Shri Matthen: That is why he 
has suggested the amendmE:nt. 

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

Shri S. s. Ali: You are perfectly 
right in demanding this arrangement. 
This is not a business in India for 

· the purpose of the Act. But why 
·should· you deprive us, the agents, of 
the little money that we can make 
by doing it ourselves? 

Shri M. C. Shah: 
are discriminating. 
will ... 

That means we 
Suppose they 

Shri Matthen: No discrimination. 

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

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

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

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

Chairman: I think the point is 
clear. Anything else? 

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



and ;}'·ou are at the same time asking 
him not to work. This is just like an 
Advocate saying 'you issue me a 
licence for one year and tell me I 
cannot work'. 

Shri 1\i. C. Shah: That is before 
nationalisation. 

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

Shri l\1. C. Shah: What is it that 
you want now? 

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

Shri Syamnandan Sahaya: You 
have adopted both systems, that is, 
special agency system and commission 
agency system. What is your expe
rience? Is the comnuss10n agency 
system less costly and the business is 
larger and the renewals are claimed 
and the policy is not easily lapsed? 

Shl"i R. N. Chopra: You have asked 
me two questions: One is, you ask 
me which is cheaper. Coming to that, 
as I stated in the beginning, special 
agents get only 15 per cent. That is 
t~e maximum. But an Inspector gets 
hrs salary plus travelling allowance 
plus p~ovident fund benefits. Usually, 
exceptmg the Oriental where it is 17! 
to 20 per cent, in smaller companies 
Inspector's cost is from 25rYf t 3. srn It . YO 0 /0, 

Is much cheaper to have special 
agents on. a fixed .percentage. Your 
.second. POint is about lapses. The 
only _two companies which are only 
workmg on sp · 1 . ecia agency system a're 
Su~ Life of Canada and Norwi'Ch 
Umon and the lapses are 6 per cent. 
and 8 per cent. respectively. 

In the Sun Life of Canada, accord
ing to their system, there is the 
Branch Manager and below him are 
agents. There is no intermediary in 
between. Now, I am giving y~u some 

figures. For the last three years their 
Calcutta Branch has done business 
for Rs. 2 crores a year on an average. 
The number of agents working under 
the branch is 120 cir 150. It means, 
production per agent comes to Rs. 
1,500,000 or Rs. 1,75,000. Agents' com
mission is over Rs. 6,000 a year and 
lapse ratio is 5 to 6% on Indian busi
ness-that is 90 per cent. of business 
is Indian business as against 30% in 
the best of Indian companies, Oriental. 
Lapse ratio in New India is about 40 
per cent. a'nd in Metropolitan about 
57 pt-r cent. 

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

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

Shri Syamnandan Sahaya: Is the 
premium the same? 

Shri S. S. Ali: The difference is 
only about Rs. 2 or 3 per 1000. Now 
see the difference. In one case, the 
amount is Rs. 600. On the same 
policy, in another case, it is Rs. 1,700. 
If you are foisting upon the public 
a policy contract without 2'0ing into 
the merits of different types of poli
cies that, I do not think, is right.. 
Before you decide as to what policy 
the State should offer to the public, 



[Shri S. S. Ali] 

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

Shri R. N. Chopra: There is an 
impression . that the agents by 
binami transactions are earning 
large sums of money. I would in 
this connection invite your attention 
to page 68 of the latest Year Book. 
There, you will find that the agents' 
<::ommiSSIOn came upto-both Indian 
and 'foreign companies-Rs. 3 '79,00,000 
and the number of agents comes to 
2,80,000. Now, even . assuming that 
ladies are about · l/3 of this, that is 
if you take out 80,000, and another 
one lakh is also binamidars. If you 
work out, you will find that the total 
commission earned by an Indian 
agent comes to Rs. 380 per year. 
Now, even if you include the renewal 
commiSsiOn, the incidence on the 
Government will be so small but you 
will be protecting about 2 lakhs of 
families without having to pay much. 

Shri l\1. C. Shah: What is your 
point? 

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

Shri 1\1. C. Shah:. That section is 
in regard to renewals. 

Shri R.N. Chopra: It gives heredi
tary renewals and other rights to the 
agents after· a certam period. Your 
point is that section 44 should apply 
to the agents in the Corporation Hlso? 

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

Shri 1\latthen: You said the 
system followed in America and 
Canada is better than here. But 
India's conditions are quite different 
from America or Canada. India is a 
poor country. · I do not think the 
agency arrangement like yours,. 
where payment is made only on the 
business turned out, will enable 
people to exploit the potential of 
small rural areas. 

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

Shri 1\latthen: I agree with you. 
My . point is in the rural area a man 
may not get worthwhile remun~ra

a definite answer to that. 

Shri S. S. Ali: I cannot give you. 
you a definite answer to that. 

· Shri T. N. Singh: 1 was out. I 
wanted to know one thing. Is it the 
contention of· the witnesses that 
these special agents and the salaried 
agents should continue side by side 
as a parellel system of organisation 
or do they expect one of these to re
place the other? . I could not follow· 
the last remark. Is it contended 
that the special agents should be 
there and others should be eliminat
ed? 

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

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



Chairman: Within · specified areas, 
each will work. 

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

Shri 1\latthen: . Like rural and . ur
ban areas. 

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

Shri S. S. 'Ali: The high lapse 
ratio is due 'primary to bad business 
done for competitive purposes. I do 
not want to decry · anybody's 
methods, but some of the stories I 
have heard from people ' who are 
themselves organizers show that they 
have to fini.sh a certain amount of 
b~siness at the end of the year, other
Wise their salaried appointment goes. 
I shall. give you the experience of 
one particular man. He said: "About 
the end of the year, I go and get 
about 200 application forms signed, 
200 medical forms signed on which 
one month's premium. is to be paid. 
The doctor gets . Rs. 8, he pays the 
premium of Rs. 4 and he is quite 
happy over the other Rs. 4. The 
doctor never sees the cases. At the 
end of the year the business is put 
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through". So this agent gets cre~t 
of Rs. 2 lakhs or Rs. 3 lakhs of bust
ness. The 2nd month's premium is 
not paid and the policy lapses. One 
month's premium is paid by the doctor, 
but he still gets Rs. 4 per case and 
he is quite happy. It is not inferior 
business or superior business. There 
is no man who is so mad that he will 
take a policy and let it lapse after 
one month. At the end of the year, 
60 per cent. or 50 per cent. lapses 
can be explained only by the mad 
rush without any ethics, without any 
system behind and without anything 
behind it at all. It is difficult to sell 
a policy, but it is more difficult to 
get rid of it. Nobody would want to 
get rid of a policy after one month. 

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

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

Shri 1\latthen: What about the 
volume of business? 

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

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



Shri Matthen: The spirit of com
petition also goes. 

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

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

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

Shri 1\Iatthen: How can you 
create competition in the field except 
by rebate in premium, bonus, etc.? 

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

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

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

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

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

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

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

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

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



insurance facilities to foreigners who 
are usefully employed here. These 
foreigners are very insurance-consci
ous. They have the same relation
ship with fathers, children, widows, 

etc., as we have, and to deprive them 
of insurance facilities, does not· seem 
to be compatible with our socialistic 
outlook on life. ' 

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

Shri Ray Chowudhury: I want to 
submit on the point as to how busi
ness can be expanded and how compe
tition can be inculcated in the new set
up as referred to by one of the 
Hon'ble Members here. In the pre
vious set-up, under the statutory re
cognition, there were . agents, special 
agents and chief agents, under the 
Act of 1938. There was another 
system of Branch, Inspectors, etc., who 
Were the creation of insurers. From 
practical experience, it has been found 
that the commission system is more 
economical and it enables to ensure 
speedy expansion of business and the 

.man on commission. will give better 
service, because he can earn com
mission only if the premium continues. 
So, the quality of business automati
cally improves. On the other hand, 
the quatity Of business that ·a salari
ed man gives is poor and as a result 
the business suffers. If a broad 
analysis is made of the first point the 
average lapse ratio on both non
Indian and 1ndian lives cases, in the 
case of noh-Indian companies on four 
Years average will be 18 per c~nt. and 
not exceeding 28 per cent. An aver
age non-Indian company which works 
on commission basis has got a much 
lower lapse ratio, whereas salaried 
system gives higher lapsation. 

Chairman: Would you make any 
distinction between certain areas 
Where salaried emplqyees might be 
more profitable? 

Shri Ray Chowdhury: Salaried 
appointment as has been pointed out, 
1n respect of rural areas under Indian 
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conditions is essential for the expan
sion of the business in the future set
up. The salary-system under the 
Indian conditions will have to be con
tinued under branch system as adopted 
by the existing insurer. The parallel 
system under commission basis to in
culcate the spirit of competition with
in the set-up of one Corporation should 
be allowed to continue. Agent is the 
common factor in ahy set-up. The 
organisational side is for developing 
business and the agency for proc:ure
ment of business. There were mal
practices and things were not carried 
_properly. Now if there is a co
ordinated committee by having the re
presentatives of the Government, Mem
bers of Parliament and the business 
interests, particularly those who work 
in the field we can thrash out a 
scheme whereby the people who are 
on commission basis could be allowed 
to continue as a parallel to those who 
are in the salaried block at least till 
1960. That is the best course which 
can -foster the growth of business in 
the future set-up. 

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

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

Shri S. K. Patil: Chief agents also? 

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



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

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

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

_pay the shortage. 

Shri M. C. Shah: That is to be 
emitted altogether? 

Shri Ray Chowdhury: Yes. Page 9, 
dause 12, because we feel that rural 
business would be affected very bad
ly and the adverse psychological 
effect will be there. It will hamper 
1u r expansion programme in rura 
arP.as in the iulure. 

Shri Matthen: What is the pro
portion of the rural business as com
pared to the urban business? 

Shri Ray Chowdhury: There is no 
accurate sta~istics for quite a number . . 
of years. 

Shri M. C. Shah: You want just to 
drop clause 12. Suppose there is a 
company which is insolvent and even 
today they cannot pay the liabilities. 

_Do you mean to say that those life 
policies, though there are not enough 
assets . to meet the liabilities, should 
.continue? Is tha.t the idea? 

· Shri Ray Chowdhury: "The face 
value should be_ there. 

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

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

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

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



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

Shri R. N. Chopra: The actual 
figures ...... 

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

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

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

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

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

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

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

Shri R. N. Chopra: I \vill answer 
that. I have mentioned about the 
doctrine of delegated legislation. 
Under clause 34 of the Bill it is stated 
that after the appointed day the Cor
~oration should decide what sections 
of the Insurance Act will apply to it 
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and whether those sections will apply 
as such in the existing form or in a 
modified form. We are particularly 
worried about our own rights incor-
porated in it. There are other 
sections which, we think, probably 
have got to be lifted and incorporated. 
Of course. Government will naturally 
be lifting them. But what we . say is 
that so far as our riJ::hts are concern
ed, they are incorporated in half a 
dozen sections between sections 40 
and 44. They should be bodily liftc;:d. 

Shri M. C. Shah: In clause 34 we 
are specifically mentioning certain 
sections of the Insurance Act which 
shall apply to the Corporation with 
residuary powers also to the Govern
ment to apply other sections, if neces
sary. You want to have a positive 
statement from the Governm'ent as to 
which sections shall apply to the Cor
poration. That is your point, if I 
understood you correctly. 

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

Shri l\1. c. Shall: The point is that 
there ought to be a positive statement 
in section 34 that certain sections of 
the Insurance Act shall apply wilh 
residuary powers to the Government 
to further apply other sections, when 
necessary. Is that your point? 

Sllri R. N. Chopra: Yes. 

Sllri 1\1. D. Joshi: In the printed 
memorandum you say that a member 
of this Association should be one of 
the 15 members of the Corporation. Is 
that in addition to the three members? 

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

Shri 1\1. D. Joshi: That is,these three 
are also included in the 15 members. 

Shri S. S·. Ali: Yes. 



Sbri V. B. Gandhi: Could you just 
give us some kind of an idea of the 
volume of business you are doing in 
non-Indian life at present? Just a 
rough idea will do. 
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Shri S. S. Ali: I am not ·very sure· 
of the figures for the two or three 
years. But .it will be something .like 
60 to 70 1akhs ·rupees.· It will .not be 
more than a crore of rupees. 

Shri T. N. Singh: If one were to see 
the figures relating to lapses in the 
insurance field one will find that the 
favourable impression ·given by · the 
special agents was due to the fact that 
there are some who are working in 
very efficient foreign concerns and it 
is because of them that the others, 
in whose cases the prices are high:, 
have be~n given this average. But 
supposing we are excluding those 
foreign concerns, what will be the 
percentage of lapses in the case of · 
those agents who are working in 
some of the other companies? 

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

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

Sbri Rai Cbaudhuri: It is true that 
a large percentage of· the special 
agents are taken in Indian insurance 
companies but unfortunately the 
application of code of conduct was not 
good and effective. There should have 
been only one chain between branch 
and agent. Unfortunately special 

agent was absorbed in the salary 
chain. The cost of the special agents 
was included in the total cost of the 
salaried men. The average cost can 
be ascertained easily by an enquiry 
from the Custodians. It is roughly 
about 30 per cent of 1st year's pre
mium. Mostly special agency system 
as handled in an Indian company was 
placed under an Inspector.. As was we 
cannot find out the differential statis
tics from the Year Book. So we have 
to take the cost factor and lapse factor 
on broad lines. 

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

Chairman: They have given some 
more amendments already. 

Shri l\1. C. Shah: I am sorry I did 
not know that. 

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

Shri Joshi: 
adjourn. 

I suggest we should 

Chairman: We meet at 9 A.M. to
morrow. 

(Witnesses then withdrew). 

. (The Committeen then. adjourned) 
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(Witnesses were called in and . they 
took their seats) 

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

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

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

Chairman: That· is correct. There 
may not be any necessity. But sup
posing there is and if we are going to 
adhere to business pnnclples, we 
can not avoid retrenchment. It may 
not be necessary at all in view 1Jf the 
very many plans ·for expansion. 

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

Chairtrum: I do not think there . will 
be an inclination on the part of any
body to retrench. I was only suggest
ing that the enunciation of these two 
principles is rather contradictory, 



Shri Lakshmipat Singhania: If eco
nomy is to be effected and if retrench
ment in the staff is to be made, it has 
to be according to business principles. 

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

Shri Lakshmipat Singhania: The 
whole of this can be divided into three 
parts-one is partly-life insurance, the 
se~ond, composite companies, and the 
third, those companies which have 
more capital than the compensation 
~orked out: If you take only partly
life. companies then only 11 com
P<UUes •••••• 

. Sbri M. C. Shah: We are nationalis
Ing life insurance only,. 

Shri Lakshmipat Singhania: But .in 
the co~posite insurance company you 
are takmg the life insurance. 

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

Shri Laksbmipat Singhania: There
~ore, the allocation has to be taken 
mto consideration for life business 
alone. 

t Shri M. C. Shah: You are referring 
0 the compensation clause. 

ho Shri Lakshmipat Singhania: That is 
\\' I understood the question that is 

~t to me. I am only referring to the 
e compensation is concerned th"s 

~: ::e not referring at all. As far :s 
II ~pensation is concerned. this 

a ocatlon is of the surplus which 
occurred during the last valuation. 

Shri M. C. Shah: With regard to the 
scope o~ compensation that has been 
~nunciated in the Bill we Propose to 

ave some amendments. 

Sbri Laksbmipat Singhania· 0 
suggestion is with regard to that. ur. 

Chairman:. Could you. mention. the 
names of a few companies which have 
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allocated between 6 and 7! per cent? 
You can send a note afterwards. 

Shri Lakshmipat Singhania: Yes. 

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

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

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

Shri Lakshmipat Singha.nia; Yes. 
that also we have suggested if you do 
not accept the first principle. 

Chairman: Is that an alternative? 

Shri Lakshmipat Singhania: Yes. 

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

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

Shri M. C. Shan: In \vhat way? 

Sbri Lakshmipat Singhania: Inde
pendent corporations in each zone and 
the whole of the country. Suppose 
there are Corporations A. B. c. and 
D. Each Corporation should · be 
based on competitive lines and they 
should be allowed to operate in the 
whole of the co~try. 

Chairman: . What do you mean by 
competition? Should ·they be free to 
charge diffe~ent ratesf-: '. . . 

Shri Laksbmipat Singha.Dia:' No. Not 
at all. The rates \vill be fixed. The 
investment policy will be fixed. Other 
general policies laid down by the 
Government will be fixed ... 



Chairman: Then what will be the 
competition? 

Shri Lakshmipat Singhania: .There 
will be the competition of securing 
business, securing quality business, 
getting more and more business from 
each zone. 

. .. 
Chairman: Will areas be allotted to 

each zone or will they work ,all over 
the country? 

Sb.ri Lakshmipat Singhania: Our 
suggestion is not to restrict the area. 
Our suggestion is to allow free work
ini all over the country competing 
with each. other. 

Chainllan: So, there will be five or 
six ·zones, whatever number is fixed 
by the Government. You want each 
one of them to be free . to compete 
with each other. 
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· Shri · Lakshmipat · Singhania: Our . 
first suggestion is to have mOre corpo
rations than one. Suppose, for 
instance, there are four corporations. 
Those corporations should work 
independ(mtly all over ·the country. 
'):'hey will open branches of offices all 
over the country. 

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

Chainnan: So; this is only an alter-
native? · . 

Shri .Laksllmipat Singbania: Yes. 

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

' Chairman: They accept the one cor
poration idea. But having accepted 
that they say •'not 4 or :> zones. but 
many more". 

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

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

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

Shri Lakshmipat Singha.nia: /1 fter 
all, your idea is to take this. to every 
cornor of the country, especially to 
the villages. If you are going. to con
fine yourself to the four zones, Bom
bay, Calcutta, Madras and Delhi, then 
probably that idea is not going to 
materialise. 

Pandit K. C. Sharma: There is 
nothing like a' last' word in business. 
As we proceed we yrill extend it. 

Sbri Lakshmipat Singhania: At the 
moment as you know, all these com
panies ~re having so many offices and 
headquarters in different parts of the 
country. If one had to depend o~ a 
far off zone it will not be conduc1ve 
to efficiency. Supposing all the busi
ness from Bihar, Orissa and Assam 
has to come to the Calcutta zone then 
the business will not be much. 

Shri 1\1. C. Shall: For efficiency in 
service you want more zones. Sup
pos~ng there . are. four zones and then 
sub-zones ·and sub-divisions. Then 
will it be sufficient?. · 

Shri Laksbmipat Singbania: We do 
not feel so. 

Sbri 1\1. C. Shah: By zones : you 
mean independent zones? 

Sbri Lakshmipat Singbania: Yes, 
independent zones. Otherwise they 
h to g0 from one place to another 
a~\eep on going from State to State 

i~l they reach the. final zone and get 
all the anSwers. 



Shri 1\1. C. Shah: These zones will 
be more or less autonomous. They 
will have no interference whatsoever 
from the' Centre with regard to the 
day-to-day. ~dministrl!-tio.n .like servic
ing, gi\iitig''loans etc.' . They will be 
within the purviev of the Boards of 
these zonal headquarters. Suppose 
there are sub-zones and sub-divisions. 
Do you still think that there should 
be more zones? 

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

I 

Shri lU. C. Sliah: You want to dele~ 
gate more and more powers in the 
day-to-day administr:ation. If that is 
given, then there 1s· no objection. is 
that so? . 

Shri · Lakshmipa.t Singhania: Yes. 

Chairman: With regard to this idea 
o~ having more. than one. cc;>rporation, 
I would like jg understand . how you 
would like tlie integration to take 
place. There ar~ 160 companies or . ' ' . . . so. 

Shri· LakshmiP3t Singhailia: l54~ 

Chairman: They wUl have to . be 
amalgamated. The idea is that they 
all will be amalgamated under one 
corl>Orati.on, as is in the Bill now. You 
say that. it should not be one but 
many more corporations. What is 
Your idea of .integrating all of them 
under . one Corporation? If, .as you 
say, there should be f01ir or five cor
porations, how are they; to be integrat
e.d as between the. various corpora, 
tlons? How will the process start? 

.. shri .Lakshmipat. Singhania: · That 
Will· n:ot be difficult .. What we unaer
stOOd from the hon. Finance Minister's 
speech was-I am only talking of the 
past policies and not about the future 
-that there are good companies as 
well as . bad companies and the policy
holders who were enjoying· benefits in 
a· better · company should not be 
deprived of their benefits ·and ·the 
Policyholders of bad companies · who 
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were not getting bonus and all that 
should not get those. benefits. , ; 

Shri. l\1. C. :Shah: May .I correct one 
misapprehension? What the Finance 
Minister has stated is with regard to 
the policies that were in force before 
the 19th. January 1956. 

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

There are two methods. You take 
the valuation of each company and 
work out their surplus and mark it 
X.· You give ·that an index number. 
When I suggest index ·number, it 
means, suppose the surplus in one 
company is taken as 100, then another 
company having better surplus may be 
marked 110, and another still ·better 
120, 150 and' so on. Any surplus 
which is available in future will be 
distributed according to the index 
number ·:of. those policies which were 
in force on· th'e· ·19th January 1956. 
Therefore, there will be no difficulty. 
You can mark the surpluses of the 
different companies within the zones 
and; within· the different corporations 
and any COilloration which is having 
the index of 12.0 will have to distri
bute 120 bonus for those policies 
which were in force. If the same 
corporation is also- taking the index 
number of 100, then they will distri
bute 100 · to that company. Therefore, 
we do riot feel ther~ will be any diffi
culty in allocating business between 
the· four corporations if that idea is 
accepted. 

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

Shd LaliShmipat Singha.nia: · I am 
talking of. the past· business. 

Shd ~L C. Sli:i.h: in future 'there 
will be only orie'_'corporation: . 

~ ~ 

Chairman: · What is your suggestion? 

.Shri Lakshnlipat 'siliib.~nk: .If the~e 
are four independent corporations then 



the question of competition will come 
in. 

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

Shri Laksbmipat Singhania: In the 
management of securing business. 

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

Shri Lakshmipat Singhania: There 
is the question of services rendered; 

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

'" Sbri Lakshmipat Singhania: May I 
respectfully sub~t that as far as the 
cutting of rates is concerned that goes 
out of the question because the rates 
are fixed? They are all going to be 
prescribed by the Government. 

Chairman: What ab~{lt commission 
agents? 

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

Shri M. C. Shah: Don't you think 
that now when there is monopoly 
business, anybody who wants to take 
his life insurance policy will have to 
g0 to the Corporation an~ the Cor
poration .alone?·:·· The·. rates of pre
mium wili be the s~e. tl:).e conditions 
and terms of the policies . will be the 
same. Don't you think that there can
not be any ·competition between two 
or three or four Corporations even if 
they are. allowed t? have it? 

Shri Lakshmipat Singb.ania: 1f you 
are going to confine yourselv~s to 
only one Corporation, it is going to 
work as a monopoly business. If it is 
going to work as a monopoly business, 
my submission is that it is not going 
to be healthy in course of time. It may 
be all right for some time. But what 
I wish to point out is that you have 
to look also to the future, with the 
cheapest cost and better service. The 
main object of our submission is this: 
If we are to surrender competition, 
then the possibility of better service 
will not be there .. After all, it is not a 
question of monetary gain, but it is a 
question of. rendering more service to 
the public. If a man is to travel in 
the railway, he has to travel in the 
Indian Government Railways. If any 
man has to insure, he has to go to this 
Corporation. In that case, that healthy 
competition will not be there. 

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

Shri Lakshmipat Singhania· That 
will no~ be difficult. You ma~ name 
~e~ ~lfferently assign different and 
dtstmcbve appellations. 

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

Shri T. N. Singh: One question 
Sir, "Services" in the context wher~ 
there_ are competing companies has 
some connotation. I would like to 
~ow what he means by saying "ser
VIce to the future policyholders'' in 
t~e cont.ext of nationalisation. What 
differential services should we h . ? 

ave. 

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

8~. T .N. Singh: l want to have the 
defin1bon of the word "se.,..,.;c , M 

. . ~·· es . ay I request that this. ma;y- :_be _answered? 

Shri Lakshmipat Singhania· B 
" . "I . y ~ervlces . mean aU kinds of services 
nght through from the date wb 

t • en a cus omer 1s approached for signing a 
proposal for 20 or 25 Years till he • 
paid back the insured amount on th~ 
date of maturity. Between these dates 
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there are so many occasions for ser
vice starting from the medical exami
nation, filling up of the form of insur
ance, then givin~ the insured all the 

·facilities for payment of the premium, 
·quarterly, monthly and so on. Then 
·there is · the grant of loans-many 
policyholders go in for · loans-and 
clarifying any of the doubts raised by 
policyholders and so on. In some of 

· the companies, if the policyholder 
writes today he does not get a reply 

·for five months, and that is not going 
to be a good . service. 

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

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

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

Shri Matthen: If another corpora-
tion works better and proposes a 

· reduction in premium, would you like 
·to give them the liberty of reducing 
· the premium? 

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

Shri Matthen: Before giving your 
suggestion for independent Corpora
tions, I think you have taken. into 
consideration this question whether 
they can reduce their premium . even 
if it is by Re. 1/-. Should they ~ot be 
given the liberty to dcr this? · 

.. Shri _Lakshmipat Singhania: · There 
should be no objection to that. 

Shri G. D. Somani: Suppose a 
suggestion was made ·to you that the 
management of the different. Corpora

. tions should be different-one is to be 

. purely and predominantly bffieial, a 
second in the private sector with those 
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who were managing the industry 
before nationalisation, and then a 
third _set-:UP of management by other 
people, do you think that that will 
lead to better competition? I am just 
enquiring whether from .the point of 
view of competition,· if there are to be 
different. Boards consisting of different 
sets of . -people, that will lead to 
some better competition in view of 
the restrictions so far · as the general 

·policy of the Corporation is concerned. 
Naturally they will have to .be more 
or less on the s~¥De lines. · 

Shri Lakshmipat Singhania.: I will 
suggest that if different Boards are 
constituted by the different manage
ments,. there is no question about the 
possibility. of better service; for in 
·that case ·there Wiii be· competition 
for service. After all, people should 
render servi~e not only froni the 
monetary point of view but also from 
the point of view of community ser

. vice; In your present Corporation, 
you are suggesting. a Board of non
officials. There it is not clear, but you 
are going to take certain non-officials 
on the .. Boards to guide and advise. 
Therefore, if you are _going to make 
a Corporation with different manage
ments, and leave it only in the hands 

. of certain people who have experience 
in the insurance. business,. naturally it 
will be seen who is conducting better 
business. This wil:l also help in creat
ing an incentive for the other Corpo
rations to render competitive service. 
'Therefore, it will be a good idea if 

. Government CQnsider handing over 
Corporations of that nature, with 
. fundamental controls in their hands. 
By fundamental controls. I mean to 
refer· to investment policy, policy for 
fixing premiums and so on. If work
ing facilities are offered and left over 
to an independent Board, there will 

· be scope for a better and healthy 
competition. 

Chairman: You do not now concede 
that .a -number of Corporations, if they 

. are :established, should have definite 
· territorial spheres? 

Shri Lakshmipat Singhania: Cer
htinly the · mah1 purpose is keen com-
. :Petition. · · · 



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

Shrf Lakshmipa.t · Singhania: The 
zonal corporation is:·as good as an 
all-India corporation. . . ' 

: · Chafrmah: If. the . corporations are 
doing to. he more; than one~.· .. a:s y~u 
suggest, they have to be fo.r all-Ind1a 
purposes. Are you: clear about. that? 

. Shri Lakshmipat Singhania: I am 
very ·clear 'about 'that. Otherwise, 

. there i~ no use of having separat_e 
'Corpciratio1:_1s. · 

Chairman: What about co-ordina-
tion?. . 

.c Shri :r.akshmipat Singhanl.a: Co
-ordination will not be difficult, 

Chairman: . How will you effect it? 

· Shri · Laksbnrlpat Sitighania: There 
can be: some central body, 

Chairman: Whom should· this cen-
. tral bodY consist of? . 

Shri :L3k~iunipat . Singhania: It 
- shouid consist ~f .o~clals . and . non

fficials. something like the · Ratlway 
. Boo. d' ;t the' c_entre. The railways 
. · arnot competing with each other in 
are . . t' th . . any zone,· but. they are getmg . e1r 
policies governed . by · the Railw~y 
Board. · The railways all o:rer India 
are. working. under the gu1dance of 
that Board. This _is only a~ example. 

. The difference is that the railways are. 
king in each· zone· and . they are war h ... 

. not competing with _each at er 1n any 
zone. 

Pandit · K. . c. Sharma: Can you 
.. suggest any other exam.ple . anywhere 

f competition in the same area?. I 
~de.rstand · your _point regarding 
securing ·business on a larger _scale, 
but do you know. of any country, where 

. competition is allowed in the. way you 
· suggest? : · · 

ClmirmaU:: Where there : are two 
spheres. 

Shrl Lakshmivat, Singhania:. At the 
moment, in France, and. I thmk . also 

. In Yugoslavia, they are working on 
similar lines. 

-Shrl 1\f. c. Shah: In France, · the 
· alond · with · State also is an msurer • ..., 

private insurers; Here the. difference 
-i~· th11t; t\lerejs to b~- only on~ insurer . 
. Those who want to insure in this coun
-try should. and· can e:o. only . to one 
Corporation and one corporation 

. -alone.. Have· ~YOJ.l .. got any instance 
. where .YPu. have a · Government insur
ance. and the scheme that you are now. 
advocating? 

Shii · Lakshinipat Singhania: As far 
as other countries arC; concerned. 

· there is nothing like monopolising of 
iiisurance business by one body. At 

' the same time; why we have suggested 
that scheme. if 1 may be permitted to 
say so, is for _greater safety for the 
f11ture. This is going to be a very big 
show and naturally You should not 
convert it into a devartmi:mtal affair. 
That is o~ suggestion. · . . . 

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

~hri. Lakshmip~t Singhania: The 
main point remains that if it is a 

. monopolised business arid if it remains 
under one Corporation,: graduallY the 

. sh_ape Of t.hat business, in my humble 
s~bmission, would be a monopoiised 
business . 

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

Slui.. Kamalnayan Bajaj: As far s 
the ownership is concerned,· there rn~ 
be ~ monopoly. B'ut. as far as the 

. serVIces are . concerned, there should 
be some competit~on .. As far as lif . . . e 
msurance 1s concerned, it is something 
like salesmar:ship . n . there is only 

, one . Corporation, then if at all. an 
- agent :win approach me, he will come 

to me; _speak something ai1q go away 
I~ there are four or five Cori>orations. 
five pr six . qt: . ey~n more _ agents wni 
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come- to· me and they will all. try to 

. persuade me and-' explain, to me: 

Shri l\:1. C. Shah: Today the position 
is that one agent will go and talk to A 
and another will then go and talk to 
him about the success Of his ·company, 

. They Will say this cmnpany is solvent 
or the other company is insolvent or 
half-solvent ·and so on: Hereafter. 

· thaf will not __ be the_ .P.ositio~. 
Shri · KamalnaYan Bajaj: Certain 

arguments will not be there. But 
they would certainly say: "If you 
insure with us, our doctor will go to 
your place; your ladies will be exa
mined in your place itself; in the other 
companies you will have to go to their 

- office." Even for meeting the claims, 
they will say: "We are very prompt; 
you see our records." Like that; this. 
kind· of education for insurance will 
be spread, . because more than one 
agent will be approaching every client. 
In salesmanship . the goods are produc
ed and sold in different branches 
though they are of the same industry. 
Because they sell in the · different 

· branches, the sale may not be double 
or treble, but if they sell 100 units if 
there is only on branch, it will be at 
least 150 or 125 though not 200 if sold 
in different branches. That - is how 

- they enunCiate · the competition of 
· goods by putting their goods· in differ

en( branches. The same goods have 
to be put out in the market in seven 
or even ten different- branches though 

. they are. goOds produced by one fac
tory. 

Pandit K. C. Shal"Dla: Is it in the 
. same area? . 

Shri Kamalnayan Bajaj: The whole 
country. I Will give you a practical 
example.· Take the electrical side. I 
am in collaburation with Philips, 
G.E.C., and Crumptons. They are all 

.. European concerns and we. are the 
Indian partners. There are nearly 13 
branches and- the products of the fac
tory are bemg put in the Indian 
market. There are additional 
advantages. I do not want to take 
much time but I think it should be 
examined. It is a technt~al matter 
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which can be ·fully examined. If the 
products· are sold only by one branch 
then there is_ a li.initation because after 
all the contacts of an individuql agent 

,are. limited. Individual influence is 
limited. If you duplicate it,. though 
you do not get, hm:idred per cent. 
increase, certainly you get something 
more; that is a point that should be 

·. remembered. 

Shri V. B. Gandhi: You contemplate 
that there will be so many corpora
tions working in the same _ territory. 
Also you grant that the premia and 
all other conditions will be the same 
for all those corporations. · Then the · 
only difference will be in the servi•"Q3 
that each on~ of these corpmwllons 
give. Thus far, we are convinced that 
such an . arrangement· will perhaps 
provide an element of competition. 
But then there is one snag, viz. there 
will be duplication of services; · Now 
you have to convince this Committee 
that--this extra cost on -account of 
duplication of services v.rin be justi
fied by the results that may come by 
competition. I think I have made my
self clear. The snag is that there. will 
be duplication _of services. Now you 
have to. prove to this Committee that 

. ~he . extr~ • cost i~~olved in this dupli
cation will be ·justified by· the good 
that may come out of competition. 

Shrl Lakshmipat Singhania: You 
are.· perfectly_ right. There will be 
duplication of services no doubt. But 
duplication of service to an extent will 

· be there even now in the present 
context when you are going to have 
one corporation. Here also the agents 

: may be approaching the . customer 
thrice. All . the agents may be 
approaching a .customer, The dupli

. cation comes in there also. But there 
· should be: no limitation of business. 
· Eve:ri if you incur a little extra cost, 
if it is going to progress and it is 

- going to give much more ,profit and 
· result in public saving, then in that 
: case, probably in a very short 'time, 

say, within five years, you will realise 
that the duplication of services has 
more than repaid its cost. . It is very 
difficult for me at this moment to put 
forward any statistical · data before 



you. to · prove my point except this 
example. So many comllanies were 
paying allowances themselves and 

: they were after ·all carrying on the 
insurance business with . certain limi-

. tations on expenses. Knowing .that the 
new business always costs much more 
than the renewal business, knowing 
that we in spite of that, are embark
ing more and more upon new business 
for the reason that in course of time 
that business will become · remunera
tive in the course of the five years. 

·That is the only reason. They are 
· sowing today and they are going to 

reap the results at a later stage. 

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

Shri Lakshmipat Sin.ghania: Yes, 
definitely .. 

Shri S. K. Patil: Your present 
competition is based on many factors 
none of which is present here. Here 
the premia , are the same, conditions 
are the same and the Corporation is 
the same. The return from it will 
also be the same. There is no 
change whatsoever. Not only that. 

· You are suggesting that in one place, 
either Calcutta, Bombay or Delhi, 
there will be two people of identical 
companies approaching the people, 
which is just like suggesting two 
members or two different agents of 
the same company may be approach
ing a party. Here there is only one 
company. Is there any possibility of 

. the total quantum of business rising 
, as a result of this factor of competi-
. tion which you are suggesting and 

will it be a business proposition 
knowing that 99 per cent. of condi
tions are just the same? Another 
difficulty-! am mentioning all to
gether so that you can explain 
together-is: if there is such a com
petition, Would it not be unwhole
some that when the Government 
appoints four corporations one of 
them works in a manner that exposes 
the other three corporations and 
constantly criticises "them, so and so 
corporation is doing this. and that? 

After all, it is the same Govern
ment that appoints people on the cor
porations etc. Is it really a feasible 
proposition, ·a practical proposition, 
in the larger national interest? 

Shri Lakshmipat Singhania: It is 
a very important question that you 
have put to me. I feel that, as far 
as the first part of it is concerned, 
our main idea is to increase business. 
We are confident it can be done. In 
the monopolistic type of business the 
quantum of business should increase 
and there should be the persuasion 
of people to insure more and more. 
Now insurance has to be sold. At 

_the moment what percentage of 
. people are insuring in this country? 
When you go further into interior 
parts of our villages you will find 
that people do not understand even 
a word of insurance. You have to 
educate them as to the benefits of 
insurance. 

The quantum of business can only 
increase if there is the possibility of 
competition. Otherwise, what will 
happen is that in course of time only 
those who want to insure will go to 
the corporation. Now we want to 
create a condition-we want to sug
gest that it should be created
whereby not one who wants to in
sure should go to the corporation but 
the corporation should go to the 
people and educate them about the 
advantages of insurance. This is the 
correct approach and, therefore, we 
have stated that if it is going to be 
only one corporation the possibility 
of that type of approach will be less. 
Therefore we are suggesting that 
competitive bodies should be created 
because in the present context when 
you are proposing that the whole 
business is to be run by the Govern
ment it is not difficult to create con
ditions where, while still maintain-

. ing the State business, there will be 
this advantage which even the 
private enterprise was getting and 

. that is why we have suggested that 
competitive . business should come 

. forward. · 
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As far· as the criticism of one cor
poration exposing the other is con
cerned, we -should not be a:fi-aid of 
that, because . if everything is going 
on nicely it is in the interest of the 
nation, in the interest of the country 
to bring out more efficiency by point
ing out the defects and the short
comings of those corporations which 
are not working properly. We should 
not be a:fi-aid of any public criticism 
in that regard. Let us create healthy 
competition and let us see the result 
of it. 

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

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

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

Shri Kamalnayan Bajaj· As I 'd 
be! lif · • sa1 ore, e Insurance is a salesman's 
jo~. _ A salesman has got to make 
clients. We should not forget that. 

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

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



an average will be lesser than other-· 
wise. 

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

Shri Kamalnayan· Bajaj: I have 
not correctly followed your q_uestioil. 

. Shri T; N. Singh: · If there is coni-· 
pany A only and it has· got ten sales-' 
men then there will be no competi-· 
tion because it is only one ccinipany. 
But if· there are five companies and 
those ten salesmen are divided into 
two :for each company,~ · theri, even 
though what they are to offer is the 
same, the eventual service· that they 
could render befug the same still 
there will oe competition. Am I 
right? 

Shri Ka~l~yan BajaJ: Not exact
l-y:. If , there is one company. and if 
there . are 10 agents then. competition 
would be .more likely to. go under:
groun.d in . this respect because. theY 
will not be able to tempt_ .the .. client 
by. saying that ''more facilities are 
being o:ffer~d by me." He will be 
able to tempt only, by parting with 
his own commission. . 

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

Shri Kamalnayan Bajaj: As it 
was already explained, shortly from 

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

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

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

Shri T. N. Smgh: Prompt reply? 

Shri Kamalnayan Bajaj: Yes. 

ChaiPn,an: If the· zones are made 
completely autonomous wit4 regard 
to th~ir functioning, will that serve 
the purpose in. any way? 

Shri Lakshmipat Singhania: I have 
submitted at an earlier stage that this 
is riot going to solve the problem be
cause I think they will have a definite 
area and territorial jurisdiction. 

Chaii-mari: · You · mean 
jurisdiction? 

all-India 

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

Shri Lakshmipat Singhania: . It is 
easy to explain. It depends on the 
growth of ·the ·company, its manage
ment and the type of service that it 
is ninde:dng; . .. -



Shri Rane: 
inefficient? 

That means they were 

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

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

Shri Lakshmipat Singhania: There
fore the business was coming up. You 
must have seen: the figures. that these 
things were quite bright indicating 
sighs of the competition. 

Shri Rane: What is the field of com
petition that you viSualise in the 
nationalised .industrY"? 

Shri Lakshmipat Singhania: I feel 
that except tbe reduction' of premium 
and t~e tnvestments, nothing will be 
common. 

. Shri Rane: What about bonus? 

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

Ph:tirptan: You have made your
self clear· ·about this matter. May I 
know your idea about zones? You 
have stated that there ~ight be many 
more zones, one in every imp<;~rtant 
town and:major town. How many will 
that mean? will· it me~ a few dozens? 

. • . ~ I . "' • I . 

Sbri Laks:iullipat Sifighania: To start 
~ith, we. may have about ten or 
twelve, and they may be increased 
later on. 

Chairman: So, there should · be a 
dozen zones whic~ should be ql;J.tono
mous? 

Sbri Laksbmipat Singhauia: ·They 
should be· · autonom9us ·so ·far . as day-

to-day working is concerned, if they 
are going to .have. one Corporation. 

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

Shri Lakshmipat Singhania: The 
demarcation between the Corporation 
a~d the zones should be in respect of 
the day-to-day working like issue of 
policies, taking the premium, granting 
qf loa11s and ,payment of claims, etc. 
where the zones should be inoepen
dent, because these shoud.d .not be con
fined to one orga~sation. 

· Chairman: You mean that the policy 
regarding investments, 1Jolicy making 
generally and supervision .will remain 
~yith the Corporat~on; · · · 

Sbri Lakshmipat Singhania: It has to 
be with the Corporation. . :· ._.,. . . 

Pandit K. C. Sharnv>.:. You w.ant a 
business set-up? 

. .Shri Lakshmipat Singhania: I do not 
exactly sugge~t that, but it may be . a 
little differ~t • 

.. 
Chairman: May I know your views 

with regard to the composition of the 
Corporation? 

Sbri Lakshmipat Singhania: For the 
main Corporal·tori as provided: in the 
'Bill, some powers should be glven to 
that Corporation, as we have suggested. 
If some powers are given to the ~orpo
ration and if less interferen~e lS. kept 
'oy the Central Government, lt Wlll be 
'letter. Let that Corporation _work 
independently and let it not be mter-
f d with by departmental orders .. 
ere . t · con Therefore ·as far as tile cen re lS • -

' · b · as w1de cerned, it should . e given 
powers as possible .. 

. Chairman: What about its composi

tion? 

Sbri Laks1uJ:lipa~ Singhania: You l).ave 
to start from the centre. The centre, 



as you have suggested, may have some 
advisory board. That board shoUld be 
given some power, some independent 
power. 

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

Shri Lakshmipat Singhania: It has 
been suggested that you are going to 
appoint Directors on the Board and you 
are_ going to take independent people 
on this Board. Therefore, my submls
sion is that you should take in~~p(!'n
dent people. 

Chairman: There are various sugges
tions saying that this interest and that 
interest should be represented. 

Shrl Lakshmipat Singhania: Under 
the Insuxance Act, the policyholders' 
Directors are also there. Of course, 
there will be no other financial· inter
est, but you should utilise the services 
of those who have got enough experi
ence an~ who are doing work in this 
line. · 
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Shri Feroze Gandhi: Do you oean 
by this the proprietors or the people 
who are actually working in insurance 
business? · 

• 
Shri Lakshmipat Singhania: I do not 

know this distinction which you are 
drawing. 

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

Shri Lakshmipat Singhania: There 
may be companies and companies; .• and 

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

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

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

Shrf·Lakshmipat Singhania: The man 
who understands the job. 

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

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

Shri Telkikar: This is a matter of 
choice. 

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

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

Shri Lakshmipat Singhania: It ls not 
a question of ~hoice. It is a question 
of which policy they will be able to··sell 
more and which less. 



Shri Telkikar: ... What is this flexibility 
C?r your idea of autonomy? 

Shri Lakshmipat Singhania: I have 
not very clearly understood your ques
tion. What I m,ean by flexibility is 
fleXibility of working. This means that 
they should be allowed to function as 

· freely as possible and without inter
ference from the cenh·e. This is the 

. basic idea I had behind my sugges
tion. 

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

SJ..ri Lakshmipat Singhania: In prac
tice that should be so. That was the 
idea. 

Shri Feroze Gandhi: Mr. T. N. Singh 
a_sked Mr. Kamalnayan Bajaj a ques
tion 'Which I do not thirik has been 
Very clearly answered, or Mr. Bajaj 
~as not" been able to follow that ques
tion. Mr. Bajaj says that if there is 
more than one Corporation, say four 
or five Corporations, then the element 
of competition comes in and that this 
Would be very beneficial. Now, taking 
V:hat was actually happening in prac
~~ce, out of the 170 and odd companies 
1n existence, the major part of the 
business was in the hands of two com
panies. The major part of the insur
ance. business was in the hands· of the 
Oriental and tp.e New India. About 
60 per cent. of the total business was in 
their hands. Now, if his argument is 
to be taken as· correct, then it can only 
mean that a large nUmber of companies 
Were coming into existence and 
competing with one another. What
ever the figures of the business ot 
these companies, the fact remains that 
these two companies were carrying oh 
about 60 per cent. of the total busi
ness. ~ow, how do you explain this 
contradiction? 

Sbri Lakshmipat Singbania: First of 
all, I respectfully· disagree that two 
companies were doing 60 per cent. of 

. the total business. 

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

Shri '.Feroze Gandhi: Even then? 

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

Shri Feroze Gandhi: The point is ihat 
a very small number of companies 
were carrying on the greater volume 
of the business. Therefore, why can
not one company function better than 
four or five companies, or one Corvora
tion function better than a number of 
Corporations? 

Shri Laksbmipat Singhania: W.ith all 
due respect, I will point out that to you. 
I am coming to that point. 

Therefore, what happened was those 
companies which were gradually pro
gressing and coming··in com.P~•itfcn 

created business. 

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

Shrl Lakshmlpat Slngbania: I say 33 
per cent. But it may be 40 per cent. I 
am not arguing. on that poin~. Now t 
Will take up your own_ argument ~s to ... 
why the business is in charge o~ only 
two compallies. That is bec~use. of the 
mode of competition. If there were no 
competition, perhap~ the Oriental 
would not have carried on the whole 
business. The fact is that there waa · 
competition between Oriental and New. 



[ndia and tnat compe,tition has created 
this atmosphere._ 

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

Shri Lakslunipat Singllania: We 
have taken it from the ~nsurance 
Year Book. It is correct. 

Shri - Matth(m: This shows that 
foreign life insurance bus!Jless has 
made. steady pro~ess. 
. -Shri Lakshmipat Singhania: . Defi~ 

nitely .. 

Shri Matthen: Do you believe that 
there is g'reat potential·for the future? 

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

Shri Matthen: Are Asiati~ countries 
or - African· countries doing' Insurance 
business in those foreign countries~ 
Or, are· the Indian companies· the· ortlY 
companies? 

Shri Lakshmipat - Singhania: Most 
of the big -business firms are doing this 
business.- . · -

Shri Matthen: I am only talking of 
Asiatic countric.:;. 

Shri Lakshmipat Singbania: I be
lieve that most of them are Indian 
companie~. .-

Shri Matthen: I only want to poirlt 
o-qt that it js a great potential for us in 
the future .. You suggest that now that 
life insurance is taken over by -the 
Government, they have no idea . of 
doing business in foreign countries. 
You are then _losing a gn~at potential 
when the Government do not take up 
the ·foreign business~ · 

Sbri Laksbmipat · Singbania: The 
idea of this paragraph is this: the Gov
ernment's intention . is ·to take away 
the business of . all the - companies 

and give it to one company and 
therefore w~. suggested that this 
is not fair. . u· should be left over to 
the composite companies. 

Shri Matthen: What is your sugges .. 
tion n~w to get ~he foreign business? 

Sbri T. N. Singh: I want to clarify 
one point. If there are four companies 
which form themselves as a trust or 
cartel and have the same prices, what 
is the p_9sition? There is no element 
of monopoly if there are four or five 
companies coming to an agreement 
between themselves about prices in a 
trust or cartel. Then there is no 
competition. 

Shri _ Lakshmipat Singbania: No 
competition. 

Shri T. N. Singh: I want to know 
how the element of competition Which 
you are thinking of should -be intro
duced. The premium will be the same. 
The condHions will be the same. 
- Shri Lakshmipat · Singbania: I want 

to make this· clear to you.· It is not a 
question of premium alone. Even to
day, in praCtice, the premium is the 
same. Today the premium in most of 
the companies is the same as . those 
which have the bigger volume of busi
ness. Company 'A1 may be able to ~e
cuz:e more business than Company 'B'. 
It 1s not a question of premium alone. 
The only answer . .is that one particular 
r.ornPany may be bfferingbetfer service. 
You are confining yours~lf to the pre
miwm. You a~e also S?ying that ihe 
ownership of the Corporation is govern-
mental. .. 

Shri T. N. Singh: Service i~ this con
text is something different from service· 
in the context of._. .. : ... ·· · .. ~ ; -

Chairman: 'Servicing' has been. 
d~fined elaborately, · I have been 
wanting to know this: You· have laid 
down in the IVIemorandum that even 
with regard to the executive committee 
there should be representation of inter
ests. How ·do you justify that? 'I'ne 
executive· committee is in charge of the 
management. Should it be· composed 
of various diverse elements or should 
it be composed of business talents· or 
whatever it is in the Corporation which 
would be in charge of the manage,nent? 



[Chairman] 

Should it also be ~epresented according 
to the various interests? It has· been 
said that the Bill should provide for, 
apart from Government nominees, 
representation of policyholders and so 
<>n. . But. when there is a small com
mittee of . management .. consisting of 
fi":e members, they .... : .... 

Shri Lakslunipat Singbania: As re
gards policyholders, I am afraid, we 
will not be able to eliminate them at 
any stage. 

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

Shri Lakshmipat · Singhania: We are 
confining ourselves to Committees. 

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

Shri Lakshmlpat Sin,hania: It will 
consist of several people. 

Chairman: Five. 

Shri Lakslunipat Siughania: There 
can be a policyholder. But it is a 
question of function of the committee. 
lf_its function will have to do anything 
With the policy-holders' interest, I l.m 
prepared to say that policyholders' in
terests should be there. 

Shri Sadhan Gupta: You have sug
gested ~everal competitive corporations. 
May I know this ironi you? · How do 
You. visualise the distribution of sur
plu;; in· those corporations? . 

Shri Lakslunipat Singhania: Coula 
You make it clear?· · 

. . . 
Shri· Sadban Gupta: . In. the. insurance 

~ompanies when an actuarial valuation 
lS made, th:r Will·have certain princi
Pl.es on Which distribution of surplus 
':'111 be made, by allo.c.atln~ some por
tion to the policyholders anrl some 
~ther to the shareholders. . In competi
tive corporations, how would you 
distribute ~he surplus? 

Shri Laksbmipat Siugbauia: The 
surplus will. be distributed under the 
same system. 

Shri Sadban. Gupta: There cannot be 
any allocation tq shareholders. · 

Shri Lakshmipat .Singhania: Share
holders means Government. 
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Shri Sadhan Gupta: Under those 
circumstances. what will be the .incen
tive· for the different competiHve cor
porations to show better resttns 
between one another? 

Shri Lakslunipat Siughania: . Incen
tive would be community service; in
centive would be better appreciation 
by the Government. 

Shri Sadhan Gupta: Do yow mean to 
say that the only incentive wquld be 
better appreciation of the Government? 

Sbri Lakslunipat Singhania: Of 
course. As far as the distribution o.r 
surplus is concerned, it is not a ques
tion of distribution of the proportion 
of business. It is a question of more 
service and less service. Company 
'A' makes Rs. 1 lakh. Company 'B' 
makes less. The distribution of sur
plus will not differ. It is a question of 
quantity of surplus. This quantity 
will be got by,expense ratio and it will 
be got by better returns ~nd so 01~. 

Shri Sadhan Gupta: 
shows better surplus. 
stand to gain? 

One quantity 
What does it 

Shri J .. akshmipat Singhania; Policy
holders will book more with that 
Corporation. 

Shri Sadhan Gupta: What is the 
gain of that particular corporation if 
more policyholders book, because ·it 
cannot distribute more surplus among 
its members. · 

Shri Lakshmipa.t Singhania: · Mem
bers meaning policyholders or share
holders? 

Shri Sadhan Gupta: Members me;ms 
shareholders. 

Shri Lakshmipat Singhania: It is 
common; it is not two. · 

Shri Sa.dhan Gupta: Policyholders 
are not owners of the corporation in 
this case. Is there any distincti-on be
tween mutual companies and a cor
poration of the ltind you are sug
gesting? . Here . the. policyholders are 
no~ members. They are not manag
ing the corporation.. · What is the 
greater incentive for the corporation? 



Shri · Lakshmipat Singhania: It is 
not a question Of incentive for a c·or
poration. It is a. question of incentive 
to the whole country,_ because when 
one corporation is showing Letter 
results, then· automatically others will 
try to show better !esults. 

Shri Sadhan Gupta: My questi:on 
is what is the incentive for a State 
owned · corporation to show better 
results? 

Shri Lakshmipat Singhania: : It is 
better appreciation ~Y Gove~n~en~: 

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

4!1 

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

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

Chairman: All that has been cov
ered already. 

Shri R. Velay~dhan; I want to ask 
you something about competition. Is 
it not a fact that when the insurance 
was in the private sector, there used 
to be lot of competition or salesman-

. ship which is the inherent aspect of 

.the private sector and now that it has 
come in the hands of the State, not 
the Government, service has taken the 
place of competition or salesmanship? 
Take, for example, how far the State 
can do service to the policyholders. 

. .._. 

. Chairman: Has this not been cover

.ed? Thi;: matter 1tas been discussed_ 

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

Shri 1\latthen: That is · the very 
point . 

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

\ 

Sltri 1\-Iattiien: If one finds under 
t~e ~aluation a I:n-ge bonus is to be 
distnbuted to pohcyholders, ·will that 
not economise in their premium? 

Shri Lakshmipat Singhania: 1 fol
low your point. That is precisely 
why incentive has ·to be given. If 
·there is a surplus it belongs to the 
entire shareholders. 



[Shri Lakshmipat Singhania] 

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

The surplus is earned _out of the 
efficiency, because every ~ompany is 
practically of the same size.· ·They 
are not of different sizes. Their capi
tal or resources ·. whatever it is 1"s 

nif 
I J 

u orm. There is· no handicap to 
begin with. It will only be that some 
companies had been old, their capi
tal had been very ·.big and their or
ganization vast. Naturally these 
would contribute to more busmess or 

· l~ss business. Here, all the compa
mes are starting at orie period and 
they are also of the same size. If 
there is likely to be a dPference in 
surplus, 'that is only because' of' the 
efficiency and that . surplus which is 
ear.ned out of the efficiency ·should 
be returned to ~he policyholders. For 
these teasoris, the · 'competitive ele
ment should be introduced. If you 
give it in. the beginning, it· might be 
tant~ount to unhealthy_ competition, 
but if. it is given at the end of the 
poiicy, ·after· valuation, . 'then it is a 
different· stocy. 

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

Chairman: There are no zones as 
yet. 

. Sluimati Sushama Sen: But wm· it 
be the case in the future? 

Chairman: It may not be. 

We .wouid like. to,' _:know ·from you 
you~ Ideas abo:ut ·· the foreign life 
busmess. · 

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

Chairman: ·How' many such com
l,'anies are working ; in foreirn ·coun
~ries? 

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

Chaimian: Yes, 1 yo'u can ~s~nd _ a 
note. 

· Shrf Sadhan Gupta: I want a clari
fication about ·the ' procedure. We 
were so long dealing with competi
t~on. Now we have gone over. to fore
ign ~usiness .. _. Do we . exa.mirle the 
~it~esses, subject· by ·subject? 

I ;. ', • ... .. .• 

: Chairnian:. We ·are· taking the points 
mentioned by · ihem in their memo
randum, and : ·important· pOints 'in 
which we are interested. 

: · Sh!.i Sadhan ·Gupta:··' Is· it the pro
cedure that: one -point should be cov
ered befo're .the · other· pomt is · t:iken 
up, because I. have ·some . more ques
t!ons to put on !he co~petition itself? 

Chairman; . ·That has . been: very 
thoroughly· discussed. :: , .: : :·~ ~ 

~ Sh~i . Sadhan ·Gupta: -· I have some 
questiciris to put. · · 

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

Shri Sadhan Gup-ta: I put very few. 
questions; ·and I .have some more im-
portant questions. to put. . . : . . ...... ' .. 

Chit.ii-IDan: More . or· less . thiS sub
fed of competition has been comple
tely discussed. 

Shri Sadhan Gupta: How can you 
know ·wh.at has not been discussed? 

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

.~ . . . 
. Shri Sadhan Gupta: Excepting in 

one case, I don't' think I have repeat-
ed any question. · 

.. . . . - .'\ ' 

· · Chaimla.n: 'You may put two more 
questions· riovi. · · · 

"\ I,,··.·'' 

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



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

Shrt Lakshmipat Singhania: I have 
not said so. 

Chairman: He has mentioned that 
there· should, be one zone in every 
major towp. 

Shri Sadhan Gupta,: H~ sai(i that 
there should be about a 'dozen zones 
which will be concerned. with the 
day .. to-gay admi¢stration. That, in 

. effect, corresponds to the functions of 
the heaQ. offices of the present insur
ance companies,: 

Shri Lakshmipat Singbania: I don't 
t~ w.. The pr~ent head offices 
are not ·equally.· divi4~d. Tl).ey are 
not situated in equal zo~es. 
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·shri Sadhan Gupta: Not that. I 
want t<> know whether the functions 
of the zonal orgahizatioriS woUld cor
respond to the functions ~f the head 
offices of the present insurance com
panies. 

. Shri Lakshm.ipat Singhania: As far 
as the functions are eoncerned, ther 
will correspond to the functionS of 
head offices .Partly, b~cause ~artly 
those functions will be governed py 
the central boQ.y. ·It iS oniy a portion 
of the functions which head offices 
pertorm today and secondly jn seve
ral co!llpanies, decentralisation has 
already taken place. fn certain com. 
panies, they are issuing policies and 
dealing with busine~s in different 
Branches, lil\e, Madras, Bombay and 
Calcutta, and therefore, they have 
decentralised in several matters and 
they are not strictly the functions of 
head offices. Its function as I have 
submitted is dya-to-day business right 
through from the date of issue . of a 
policy and repayment of the amount 
on maturity.· 

Shri Sadhan Gupta: Don't you think 
that it will be too much of a work 
for only 12 zones to deal with and 
don't you think that the functions of 

. the head office, such as issuing poli-
cies and so forth, should be done by 
the- divisi:onal offices? 

Shri Lakshmipat Silighania: My 
submission is that the more you step 
down and if you are to go from one 
place to another to finalise a matter, 
more delay, .more obstruction, in ser
vice will take place. Therefore, my 
submission i:s that it shoul<i be as in
dependent as p6.ssible. 

Shri Sadhan Gupta: What I am 
sug~estillg is further · · :decentralisa
tion. ~ou pee, the functions of the 
head office, sucl1 as issuing policies, 
etc., wouJ!l· be carried on by· the divi
l>ional offices. · · The zonal offices will 
supervise these divisional offic€s and 
also arrange for publjcity and propa
ganda in those zones and the central 
corporation· itseU will be concerned 
with larger policy matters, such as, 
investmep.ts and other things. 

Chairman: And co-:-or!lination. 

Shri Sadha:n Gupta: Yes, and co-
ordination. · 

. Shrj Lakslunipat SinA"ha.ni.a: Our 
submi,ssiori is tliat the more there is 
interdepeil.Q.enc~ · of · these zopes, the 
more will be the delay' Therefore, 
we sul:>rnltted that there ~ould be 
more 4~eP.tialUiation alld rnore inde
pendence. More powers should be 
given to these zones. 

Panciit JL c. Sharma: You want 
that there sh(nild be more initiative? 

Shri Lakshmipat s;nghania: Not 
only . initiat\ve, but thei;e must be 
quick transaction. 

Shri S. K. Patil: You are talking 
about these 12 zones, The ·P'\lrpose of 
our arrangement of zones just now 
is that the whole country has got to be 
cov!i!red and more emphasis is placed 
on. the eJ~:pansion of business in rural 
areas. When you talk ·of these 12 
zon~s. have you worked out scientifi
caUy t4at each·. zone~- when it ~pera
tes, will cover .tl1e entire area? ... Is it 
merely a figUre? 

Shri Lakshmipa~ Singhania: It is 
only a mere figure. .We have not 
worked .~t out in detail. 

Sltri S. K,; Patn: You merely sug
gest that an efficiency machinery 



[Shri S. K. Patil] 

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

Shri Lakslunipat Singhania: No. 

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

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

Shri Lakslunipat Singhania: · We 
shall submit a note. 

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

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

· Chainnan:->Now we shall go to the 
next .questiorr.of foreign life business. 

, Whim you were explaining about the 
foreign life business, ·you said that 
there are so many companies who are 
dofng that business and all of them 
mu~t . be retained. . Is. that right? 

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

Chairman: How is that to be done? 

Shri Lakslunipat. si~~ha~: That 
method Win. . involve . . offering . this 
business to the . co111panies in propor
tion to their existing business, or 
whether they are doing much more 
or their quantum of. business is-more, 
is to be! considered; . · This . qU:esti:on 
has to be· exa111ined on these details. 

Chainnan: You can work it out 
and tell us. 

-.~. __ ._..: .. ~J:.~.-.;; __ :_ 
Shri Lakshmipat Singhania: Unless 

and until• we have the .full .facts and 
figures of .the companies working in 
the fields,, it ·will be difficult . 

·Chairman: They will be ·available 
. l • .• 

somewhere. 

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

· Shri Lakshniipat Singhania: I am 
only. commenting on the. Finance Min
ister's proposal· in Parliament. 

Chairman: · · He has explained that 
in some . place. 

Sh.ri s. K .. Patil: Your -i~ea is _that 
instead of conc;:entrating thlS busmess 
in only one . comp~y, it should be 
distributed among .those who ·are 
functioning .in the field, 



Shri La.kshmipat Singbania: It is 
not distribution. At the moment they 
are already in those areas. Therefore, 
only_· such compani-es who are going 
to work in those areas should retain 
their life business. 

As far as' purely:-life companies are 
concemed, their. business . can be dis· 
tributed ; among . those companies 
which are operating. · 
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Chairman: With regard to the other 
work, other 'than life business, you 
say that even though there might be 
some 'subsidiary doing other work 

' which has been taken over by the 
Government,· that should not be done 
and ·that · experience need not be 
gaineCi. ·Why? · 

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

Shri l\1. C. Shah:. Are you referring 
to the three subsidiary companies of 
the life :·insurance co'mpanies? 

Shri Lakshmipat 
this clause other 
brought in .. 

.. 

Singhania: Under 
business may be 

Sbri Feroze Gandhi: Why not they 
compete with the Government, that 
is with the State Corporation? In 
o~e case you want competition and 
in the· other case . you do not want 
·competition. 

· Shri Lakshmipat Singhania: We 
have riever suggested that Govem
ment ·should not take up this. Our 
suggestion is confined to the life in
surance. We say 'that the Life Insur
ance Corporation should not do other 
business. The Life Insurance Corpo
ration should not do textile . business 
or cement busines~. · · 

Shri Feroze Gandhi: I thought .you 
were referring to the · general insur
ance. 

. Shd Laltshi:nipat Singhania: As far 
as general insurance is concerned, if 
you feel· that general ·insurance is to 
be· nationalised or that general in
surance is to be run by the State by 
having a State Corporation, it can do 
1t. . But why combine life insurance 
with general insw;'ance? 

Shri l\1. C.· Shah: But suppose there 
is· something inherited. Instead of 
disposing them of, why should we not 
develop them? · 

. Shri l\1. c~. Shah: There-is no ques
tion of' any other business being 
taken over. The ·only . question is 
about the three subsidiari-es of the 
life insUrance companies that have , 
been mentioned. 

SIUi. L3ks.hinipat . Singhania: My 
submission is thi:s. General insurance 
is a very ticklish business and it will 
have repercussion in other fields. 
There is ·the question of acqumng 
reciprocati:on as well as the treaty 
obligations. General insurance is 
:riot like life ·insurance. Secondly, 
unless and until you are having a 
corporation and all that for general 
i~surance, you should not undertake 
.this. 

Shri Lakshmipat Singhania: I was 
g<Jing to submit that ·there are two 
provisions in the Bill which enable 

· the corporati'On in future to do any 
other tYI>e of business a}s()-not only 
life insurance, but any other type of 
business. Our· submission is two-fold. 
One is that it should not include any 
other· type of business. 

Shri l\1. C. Shah: Any other type 
of business of insurance?.· 

Shri Lakslimipat Singhania: Not 
insurance, but other types of busi
ness. 

Shri l\1. C. Shah: The general in
surance contracts are only for one 
year. . Suppose we . have · inherited 
some companies--we have inherited 
three subsidiaries. Why should we' 
not work those three subsidiaries? 
Are there any special reasons for your 
suggesting our. not taking them? 

Shri Lakslunipat Singhania: The 
special reasons are: the general busi
ness is itself in the nature of a busi-



[Shri Lakshmipat Singhania] 

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

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

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

. Shri s. K. Patil: You have sugges
ted that these three subsidiaries 
should be disposed of. That is your 
view, if I am not mistaken. Should 
tho,se life companies, if they want to 
run independently, be allowed to do . 
so a~ other composite companies are 
runrung them? 

. Shri Lal,shmipat Singhania: Which 
life company? There is no life com
pany. 

Shri S. K. Patil: Suppose there is 
?-11 ofier to run it in that manner. It 
1s only a question of three companies. 

Shri. La.kslun.ipat Singhania: They 
can be given to those who were run
ning them or they may be disposed 
of in any manner Government may 
think fit. 

Shrl S. K. PatU:. · ~ is the thin 
end of the wedge, Thes~ two things 
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are quite separate--one regarding 
life and the other regarding general 
busine~s. Your suggesti-on is that if 
general insurance is taken then there 
should be another corporation. 

. . .... ~ ·, 

Chairma~:' :You . want to restrict the 
power of Government in issuing 
directions.' · · 

Shl'i · Lakslun.ipat Singhania: We. 
have suggested· that the less directives. 
are issued through the .body the better 
it will be. 

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

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

Chairman: There will be certain 
demarcation, specification of the do
main of the corporation •. • Naturally, 
Government would not like to come· 
in the way. But there may. be cer
tain . · .natter.s · of national importance. 
There may be some cases in which 
1t may be necessary for the Govern
ment to issue directives. 

Sbri Lakslun.ipat Singhania: That 
Government· can always do. 

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

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

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

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



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

Shri l\1. c. Sbah: About the subsi
di:aries I would like to ask one ques
tion. . The Government have not 
nationalised general insuranoe busi
ness. Now, won't you like Govern
ment to gain some experience by 
running these subsidiaries in general 
insurance business as it _is complex 
and compli-cated? Government may 
obtain some . experience slowly and 
slowly about general insurance. Don't 
you think that is good? 

Shl'i Lakshmipat Singhania: As I 
have suggested already, it is not a 
question of my liking. It is a ques
tion of Government liking. If the 
Government likes to . run it, my sub
mission is thisi run it as a separate 
corporation; don't mix it with the Life 
Insurance Corporation. 

Shri l\1. C. Shah: You have no ob
jection to Government obtai:ning ex-
perience? · 
· Shri La.kshmipat Singllania: After 

all, what is the value of my objec
tion? 

Sllri 1\L c. Shall: You· represent the 
Federation. 

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

Chairman: We have ·already discus
sed that. Now we are on the ques
tion of the power of issui:ng direct
ives by the .Government. 

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

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

Shri Feroze Gandhi: Mr. Singhania 
was not right about the independence 
of the State Corporation. No matter 

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

Shri Laltshmipat Singbania: I never 
suggested that Parliament should not 
have any control. 

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

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

Shri Feroze Gandhi: Absolutely. 

Chairman: And whether it is G~v
e~ent ?r even this Parliament, they 
will not mterfere very lightly. It will 
do so only when it is absolutely cal
led f?r· . So I was only suggesting 
that It will not be necessary to object 
to the power to the Government to 
issu~ directives. I want you to re
consider the matter. 

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

Shri Lakslunipat Singbania: We 
never said that Government should 
not have powers. 

Chairman: It must be only in this 
or that. You want to satisfy one or 
two. tb.ings. So, only the Government 
can issue the directive. I was saying 
~hat the Goverm;ne:nt may do it only 
m very exceptional circumstances 
only in one or two instances. But that 



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

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

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

Shri Lakshmipat Singhania: That 
is our object. 

Shri T. N. Singh: I want to know 
one thing. Clause 18, to which objec
tion has been taken, lays down that 
"in matters of policy involving pub
lic interest". Only in that limited 
context can the Government invoke 
the power. Is it contended, as the 
Memorandum says, that it would be 
unbusinesslike for Government to in
tervene when the public interest is 
prejudiced? You say that clauses 18 
?nd _6{3) are not compatible because 
It will be unbusinesslike to vest Gov
ernment with powem to intervene 
where publi<: interest suffers. Is that 
your contention? That is the conten
tion ac~ording to the memorandum 
~nless It has got some hidden mean
mg. 

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

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

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

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

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

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

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

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

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



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

Shri Lakshmipat Singhania: . What 
we had in mind was this. The word 
public interest is very wi~e. Any
thing can be in public interest. Even 
the appointment of. a Manager can be 
in . public · interest. Therefore, my 
submission is that it is very difficult 
to defule the public interest. · 

Ch~an: "The Corp~r.ation . shall 
be guided by such directions in mat
ters· of policy ·involving public inter
est as the Central Government may 
give to it". Matters of policy are the 
words us~d. It . cann~t be in the 
matter" of appointment of a Manager 
as you apprehend. 

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

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

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

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

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

Chairman: You want to know what 
exactly will the modifications be like, 
or what provisions will apply and 
what will not apply? 

Shri Lakshmipat Singhania: If this 
is made definit_e, it will be better. 

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

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

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

Shri l\1. C. Shai1: You want to have 
a positive statement fn clause 34 that 
certain sectiOllS of this Insurance Act 
will apply to this· Corporation also. 
By implication,- those which do not 
apply will be excluded .. 

Chairman: You will be satisfied if 
there is some clarification from the 
Government with regard to the ap
plication of the Insurance Act. 

Shri Lakshmipat Singhania: ·Yes; 
otherwise, it .will be open for the 
Government. to apply any provision 
they may .like. · 

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

Shri l\1: C. Shah: Suppose we say 
that so many sections of that Insur
ance Act will apply to the Corpora
tion and residuary ·powers will apply 
to the Government. -The Government 
may take time to come to a decision 
whether a particular section will 
apply or will not appiy~ · Will that 
do? · 

Shri Laltshmipat Singhania: The 
less the flexibility for the Govern
ment,_ the better, 

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



[Shri Sadhan Gupta] 
and to prevent the mis-application of 
money by limiting that to a certain 
amount of expense. In the case of 
the Government, those considerations 
do not prevail. Therefore, will you 
not agree that the expense ratio 
limit should be revised on a scientific 
basis? 
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Shri Lakshmipat Singhania: To be 
upgraded or downgraded? The ques
tion is this. In the case of individual 
insurers, the size of the company was 
taken into account for the expense 
ratio. In the case of Governri1ent, 
the expenses of the Corporation are 
likely to be much less because such a 
bigger body is going to function, all 
in one. Therefore, our submission 
was that if there will be no limit, 
then probably in course of time the 
cost of insurance will be very high 
and expense ratio may keep on mount
ing up. If there is to be any limit, it 
should not be revised upward. That 
is my submission. 

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

Shri Laksbmipat Singhania: As far 
as the expense ratio is concerned, our 
submission is that it must be definecL 
Otherwise it is going to lead to a 
costly business for the policy-holder. 
If Government could define that for 
the private individuals, there is no 
reason why Government cannot define 
the calculated expense ratio which 

· should be lower, and not higher, for 
the corporation. That is my submis
sion, and I think that' if there is a 

limit, everyone will work within that 
limit. If there is no limit, it will go 
unchecked. 

Pandit K. C. Sharma: It is the 
human capital which is most im
portant. 

Shri Lakslunipat Singhania: I agree 
and I quite appreciate that human 
capital is most important and that is 
what the country requires at present. 
It should be for the community. 

Chairman: You have mentioned 
about a National Insurance Council. 
What will be its functions and what 
will be its role? 

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

Chairman: What ~ill the Corpora
tion do then? The Corporation has 
to guide aQd co-ordinate. · 

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

Chairman: There will be other Ad
visory Committees for each zone, 
besideS' the Corporation. You cannot 
have a third body. 

Shri Lakshmipat Singhania: We 
have suggested that apart from these 
zones, Advisory Councils or Committ
ees could be given. 

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

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

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



tatives of the policy-holuers have 
a place s~ould be. constitute~ to 
advise the Executive. Comnut.tee. 
The representatives of pollcy
holders on the council should . be 
elected by the policy-holders and 
not nominated by the Govern
ment." 

You ihave not stated who else shou~d 
have a placP. on this Central ~dvi
sory Council. According to this, I 
thought that it is only the represen
tatives of the policy-holders ~hat you 
want on the Advisory Council. 

Shri Laksmnipat Singhania: Our 
principle is not to have only the 
policy-holders. 

Shri l\1. c. Shah: The point .is this. 
The central Corporation will have 15 
Directors. There will be four zones, 
may be more. Each· zone will have 
associated with it an Advisory Coun
cil for which the number has not yet 
been fixed. They will be advising on 
all day to-day-administration and ·all 
these matters there. In the central 
Corporation, these 15 D~ectors ~ill 
just formulate the policy on most Im

portant matters. Do you think that 
.over and above these, there should be 
an all-India Advisory Council?. Then 
there will possibly be a paucity of 
expe;rts also, because most of th~m 
will be on the central Corporation 
and some on the zonal Advisory 
Council-the zones may be four or 
five or six or more. Then tHe Advi
sory Councils wlil have aooui; i2 ex
perts and I do not know how many 
more expert people will be available 
for an All-India Advisory Council. 

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

Slui 1\I. C. Shah: The central Cor
poration will not do business at all. 
The business will be done . by these 
four or more zonal set-ups, which as 
I said in the· beginning,· will be more 
or less autonomous 'in their day-to-day 
administration. From the time a pro-

posal is taken to the time payment of 
the insured amount is made, all the 
stages will be manned by the~e zonal 
set-ups. They will also be assisted by 
an Advisory Council which will con
sist certainly also of the experts hav
ing an expert knowledge of the in
surance business, policy-holders' re
presentatives, employees' representa
tives and all these persons. Still, do 
you want over and above all these, to 
have an AU-India Advisory Council 
again. Why is that? 

Shri Lakshmipat Singhania: Our 
object was only this. We want the 
Advisory Council to take up all work 
other than administration, like re
search on better mcthods of insurance 
and cover and so on. 

Shri 1\I. C. Shah: That might be 
done by the central Corporation. 

Chairman: There might be a 
separate department of the Corpora
tion to deal with such. matters. 

Shri 1\lorarka: May I refer to page 
7 of the memorandum which is aoout 
clause 34? In the memorandum you 
have stated: 

"Clause 34 of the Bill stipulates 
·that the provisions of the Insur
ance Act, 1938, shall not apply to 
the Corporation except with such 
conditions or modifications as 
may be notified by · the · Central 
Government. While the Com
mittee wouid agree that some of 
the provisions of the Insurance 
ACt such as the control of capital 
structure or the control of invest
ments or distribution of dividends 
and' bonuses will no doubt. be 
superfluous so :far· as the Corpora
tion is concerned, there is no 
reasori why other provisions such 
as Section 40 (b) relating to the 
expense ratio should not ·continue 
to applied to the Corporation." 

I want to know why · they· consider 
that the control of investments by the 
Corporation will be superfluous. 1 
want to understand why- they con-

' 
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sider that the control of investments 
will be a superfluous thing. After 
all, the policyholders continue to be 
the same. The whole thing is done 
in the interests of the policyholders 
and to safeguard the interests of the 
policyholders. Why does the Federa
tion feel that the control of invest
ments shall be a superfluous thing 
now? 

Chairman: I think they consider it 
a right of the corporation to lay down 
the policy with regard to the invest
ments. 

Shri 1\lorarka: My point is this. At 
:present, section 27 or 27A of the 
Insurance Act, 1938 controls invest
ments of the funds in a certain man
ner. Clause 34 says that the provi
-sions of the Act Q.o not apply to this 
corporation. In other words, the cor-· 
poration will be at liberty to spend 
it in whichever way it likes. · The 
Federation's view is that it is not 
necessary to control investments. In 
other words, the control of invest
ments, according to the Federation, 
will pe superfluous, I want to under
stand how the control of the funds 
will be superfluous when it was 
thought necessary till the corporation 
was formed or the insurance com
panies were nationalised. What is 
the difference between then and now? 

Shri L. Singhania: There is a 
material difference. That section of 
the Act relates to the investment of 
eac~ individual whereas . the policy 
which. the . corporation is going to 
~ake JS gomg to be its own and quite 
mdependent. Wrp have not said that 
thos.e provis_ions shall not apply. What 
we have ~ried to Put before you is 
th~t by VIrtue of clause 34 you are 
gomg to keep that power wide in the 
hands of tlte Central Government to 
llPPlY whatever provisions they wish 
to apply. I may !lUbmit to- the Hon. 
Minister that those provisions must 
be defined. What are those provisions 
you are going to apply to tlrls cor
poration? If you leave that clause as 
it is in the Bill, it will be giving a 
veey wide power to the Government 
and nobody knows what power the 

Central Government is going to exer
cise. Therefore, :we wanted to make 
it absolutely clear that it is in the be~t 
interests ·of all to define those provi
sions. For example, we have stated 
in this memorandum that such · and 
such things may automatically go off 

' the corporr..tion's hands. Not for a 
moment are we suggesting that there 
should be no control at all on the 
investments. 

Shr~ 1\1. C. Shall: Not that. you want 
to take away that section? 

Sbri L. Singbani:L: There is no in
tention like that. It is only by way 
of giving example. 

Shri 1\1. C. Shah: You have no in
tention to drop section 27? 

Shri L. Singbania: As a matter of 
fact, our pleading is that you should 
retain the provision of the Insurance 
Act. 

. Chairman:· Yoli have . suggested a 
tribunal for the settlement of claims, 
Will it be absolutely necesary to have 
such a tribunal? 

Shri L. Singhania: You know that 
the claim of paying o£ insurance 
policy is the most important factor 
and therefore there should 'De some 
check an.d somewiheJ;e there should be 
a place where a policyholder can go 
and put forward his claim for early 
settlement. · 

Chairman: Should there. be a tri
bunal for this? 

Shri L. Singhania: A tribunal or 
some such body should be there. 
Otherwise tP,e policyholders will ihave 
to accept the decision of the· corpora
tion. There will be somebody in
dependent to whom policyholders 
could go. 

Chairman; Are you not satisfied 
with the provisions for compensation 
in the Bill? 

Shri L. Singlll\nla: With all res:p~ct, 
I submit that the compensation Pro
vision which has been provfded in the 
Bill is not fair. 



· Chairman: We are told that it is 
very liber?-1. . 

·Shri Lakshmipat Singhania: At least 
I· should be allowed to make this 
submission. 

6o. 

Chairman: What is your idea of . 
compensation? 

Shri Lakslunipat Singhania: My idea 
of compensation is this: compensation 
means giving something in lieu of the 
business which you take over: Insur
ance is an expanding business.. In an 

· expanding business, more surplus will 
come. It has been . said in several 
places and also by the Hon. Minister 
of Finance that the trend ·of alloca
tion betwe~n :the. policyholders· and 
shareholders was reduced, As the 
funds of the company will get enlarg
ed, naturally the trend of allocation 
may be reduced: But here it is a 
question ·of paying compensation on 
the basis of the past . for. the future. 
If these companies were ·left as they 
were, then the. quantum . of amount 
available to them will not be the 
same as the quantum available to 
them after some time. This ·is · one 
point: Then, as far as the share 
capital is <:oncerned, as has been 
agreed to by the Government also, 
there is no ratio or relation between 
it and the securing of the business as 
far as life business is concerned. In 
paragraphs 1 and 2 there is reference 
to ten times or twenty times, .etc. 
whichever is greater .. My submission 
is that, first of all, quantum of com-:
pensation is to be the ·value. on the 
basis of what one is going to lose and, 
as you have seen yourself, any cla';Ise 
of .compensation which you pr?v1.de 
should be applicable to the ma]onty 
of cases. Here, you have foun~ that 
most of these companies go Without 
the application of that clause. The 
total number of companies affected 
under this compensation is as follo:ws: 

Out of 156 companies, orily 11 life 
companies come under the clause deal
ing with twenty times. Similarly, four 
composite companies come· under that 
paragraph. 

Under the clause ,<lealing. with 10 
times, only 18 comp~n1es come. As 
regards composite companies, 19 ·com
panies come under this. On the wliole, 
out of 156 companies, only 52 com
panies are affected, which means 2/3 
of the companies go without the 
application of paragraphs 1 and 2 of 
the compensation part. 

Now, I shall first deal with the over
all picture. This compensation which 
you are going to pay on the basis of 
the surplus of the companies is L:,nfair. 
It is very difficult to detel'llliD.e the 
surplus of a company today because in 
an expanding business it will increase. 
The compensation scheme should be 
such that we should enable . every 
company to get something according to 
the work tb_ey have done. In a life 
company, what is lhe asset? The asset 
is its organisation and man-power. lt 
is not rupees, annas and pies. Mcist of 
the companies have not distributed 
their surplus and they will have to 
wait. Then, when there is a competi
tion, for instance, when a particuilar 
company is prepared to pay more 
bonus, other companies have to come 
forward to pay more and make more 
sacrifices. Ther~fore, the future com
pensation shoula be based on these 
matters. After all, Government is 
going to take over the business and 
there is rio reason to paralyse them in 
that manner. Here you say about ten 
times or twenty times whichever is 
greater. To my mind this is very 
funny. One who has brought more 
capital for the safety of the policy
holders is punished. Let me repeat 
again that it has no relation to capital, 
because compensation is based on the 
valuation. If you take two companies . . 
both havmg Rs. 5 lakhs, one company 
may be able to· distribute a much high
er surplus ·than the other, and now 
that company is going to suffer by 
having lesser compensation. The other 
company with lesser surplus is benefit.; 
ed...... . · 

Chairman: That has been r.onsider
ed and a reply also has been given. 

- Shri Lal{slunipa~ Singhania: But our 
submission is that as far as ·capital is 
concerned, the provision of ten times 



[Shri. Lakshmipat Singhaniaj 

·which has been proposed for those 
companies which· hav·e · brought more 
capital is a penalty for bringing more 
security for the policyholders. 

Chairman: France took over certain 
· <:ompanies. What did they do~ Is 
there any precedent? 

Pandit K. C. Sharma: Compared to 
the zamindari abolition, you are going 
to have a better deal. 

Shri Lakshmipat Singhania: I will 
not like to indulge myself at the 
·moment in what was the past and 
what was not because I do nof consi
der we are discussing here that point. 
·:But what I am trying to put before 
you is that the measure of cmnpensa
tion is not fair and I want you to 
kindly consider in these .. 

Shri l\1. C. Shah: May .I draw your 
attention to what has been provided 
in paragraphs 1 and 2? But ·in the 
preamble we have said' "whichever is 
more advantageous to the insurer". ·u 
20 times is more advantageous to the 
insurer, then those shareholders can 
opt for that. If ten times is more 
advantageous, they can opt for that. 

Chairman: The choice is . left · to 
-them. 

Shri Lakslunipat Singhania: I have 
understood it very cleariy and my 
submission is this that 10 times ..... . 

Shri M. C. Shih: I do not kno·w: what 
is in the mind of the members of the 
Select Committee. You speak of loss 
in the future business. I do not know 
whether it is acceptable. Apart from 
that, with regard to surplus disclosed 
in the last two actuarial valuations, 
they_. have provided for two alterna
tives. One is ten times plus the paid
up capital, etc._ Then we have prov!ded 
lhat wherever surplus distriburt:ed is 
-less than 3 per cent.-suppose it is 1 
or 2 per cent.-that will :be taken as 
3 per cent. There are very few com
panies-possibly I can · just give you 
the number of companies-who have 
given more than 4 or 5 per cent. We 
·have sa-id that two actuarial vaiua
tions will be the basis which wm 
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nea~ly give: 6 years from· 31st Decem
ber. 1954. 

Shri Lakshmipat Singhania: There 
are two points involved: one is the 20 
times the annual average and ffie 
other- is the period. 

. Shri 1\1. C. Shah: Just take the 
period. You may say whatever you 
have to say about the period.~ . ' ~ ' . 

Shri Lakshmipat Singhania: I have 
already said about this and I am just 
·going to repeat it. First of all, on ihe 
period, I will just say that this 31st 
Dec·ember 1954 is most unfair for tne 
reason ..... . 

Shri M. C. _Shali: What do you sug
gest? 

Shri Lakshmipat Singhania: . I am 
coming to it. When you say £wo 
actuartal valuations before 1954, it 
means some companies may have done 
'valuation in 1952.:.53, · and the earlier 
valuation may have been before 1950, 
·In the case of many companies the first 
valuation rriay h.ave been before lMO, 
'that means, during_ 1946-1950. The 
r 1946-50 period was an abnormal 
·pe~iod when'the·rates of interest were 
falling, when the salaries. ·were en
hanced and when the companies'- eco
·nomy had taken .a different shape and 
therefore, the surplus 'disclosed in that 
· ueriod · obviously -is · going to pe the 
minimum. Today, when you are tak
ing up· business in 1956 and giving 
effect to the average which falls bet
ween 1946-51, in· my opinion, it is not 
fair. · .. 

Shri l\1. C. Shah: You . w,ant to 
exclude the period before 1954? 

Shri Laksluitipat Singhania: 'That is 
what we have submitted; that instead 
of 1954,' it should be 1955. --. \ . . 

Sbl'i 1\1. C. Shah: 31st December 
1955.· I am just receding back to 
that period from 1950-55 or ........... . 

Shri Lakshmipa t . Singhania: If you 
you take three ye·a·rs, it is more than 
'sufficient. The Finance Minister has 
announced that he is considering the 
proposition of extending the period. 
If. you, m~k_e .the extenderl period from 
·19S4 to' 1955; it ·wili be 'enough. · · :·· -, 



Shri l\1. C. Shah: There is also a 
misunderstanding. The. Finance Minis
ter has not so clearly· said that. 

Shri Lakshmipat Singhania: He said 
he is considering. My submission is 
this that if you take the three years' 
period, 1953, 1954, and 1955 and take 
<an average, that will be much better 
tha>n taking 1946-51 and 1951-55. 

Shri M. C. Shah: Will that give the 
correct average? As a matter of !act 
there may be rather a great impetus in 
the insurance business in the year 
1953-54. So will that give you · the 
correct average if you take only three 
years? 

Shri Lakshmipat Singhania: The 
new business does not bring in more 
profit. The new business in 1954 
actually involved more expenses to the 
insurance companies. It is only the 
:renewals that bring profit. 

Shri M. C. Shah: That will come in 
1955. 

Shri Lakshmipat Singhania: All the 
:renewals will not c.oine in 1955, 
becat:lie there will be a pumber c! 
lapses. Another thing you have to 
consider j.s that in the pre-1947 period, 
the business. !lone was for the whole 
of India l'lefore partition, and after 
partJtion the companies were operat
ing in a smaller India. 

Shri M. C. Shah: Therefore, if I 
understood you correctly-YOU maY 
correct me if I am wrong-we should 
not take the period before 1950. Is 
that· what you want? 

Shri Lakslrmipat Singbania: Yes. 

Shri M. C. Shah: Thereafter~. from 
1950 we must have any tinie between 
1950 and 31st December 1955? 

Shri Lakshmipat Sin,bania: Yes. 

Shri M. C. Shah: The second plea is 
· that it ought to be 1953, 1954 and 1§55 

and you do not want 1950, 1951 and 
1!:152. But two actuarial valuatwn's 
ordinariiy take 6 years. 

Actuarial vahiation is done after 
three years. In some cases, it may 
have been done after 5 years. Ordi
narily, the actuarial valuation Js made 
"very third year: one-third of the 
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companies might have done. in 1952 or 
so; one-third might have done in 1953; 
and another one-third might have 
done in 1954. Therefore, if you take 
the two past actuarial . valuations as 
has been. mentioned in the Bill, there 
~ght be injustice. That is what you 
say. · Therefore one thing is that the 
period should be extended upto 31st 
December 1955. I think I have under
stood you correctly. The second point 
is that we should not take the period 
before 1950. Am I right? 

Shri Lakslunipat Singha,nia: Yes .. 

Shri 1\1. C. Shah: Then the third 
point is instead of two actt::arial valua
tions which means ordinarily six yeai's, 
you say- it must be three years and 
those three years must be the last 
three years. That is what you prc
posP to put forward. 

Shri T~ N. Singh: I want to know 
your reactions on this: Assuming that 
the clause is just modified so ''tn!lt 
instead of "whicnever is more" we say 
"whichever is less"; and supposing we 
say- that only the market value, what
ever it is, of the shares at the ti:ne 
'''hen these companies were nationali~ 
ed, s?ould be paid, what will be Your 
react10n to that? 

Shii Lakshmipat Sin:bania: Funda
me~tally, for shares of insurance com
pames, there is no share market '.Talue. 

~hri 1'. N. Singh: It may J:>e ascer
(·::uned. · 

"Shri .La~~lnipat ~inghania: Jfow til 
a.~certam 1t 1s the main point. Aft 
a:l, the example Is before you that 0~~ 

·OJ. 1S4 companies, only 52 compan· 
•.vere distriblitin~ surpluses and 1

1~; 
companies, that is two-thirds wc•r t 
d. t 'b F..... • - e no 

IS n u .Jug surpluses r.nd th, . f . 
't · h · · t!le.ore 
I. IS ard to ascertain the value 'Jf f5 ' 
shares of those companies It w·n '" e 

· 1 also 
mean that you do not want to P 

i 
ay any 

compensat on to 102 companies. 

Shri T. N. Singh: That might l 
l:>e the idea. a so 

Shri Laksbmipat Slngbania· I am · net 
fit to reply that question in th t 
lar,gt.1age, but what I mean is this: It~ 
no~ correct if you call it fair compen
satwn. It is not fair compensation. 



L 
. Shri T. N. Singh: These are my 
.views; probably they are unknown, at 
least to yourself. · 

Shri Lakshmipat Singbania: I am nr;t 
here t~ enquire into your views. I am 
here only to ·S(Jbmit my views bcfura 
you. I am. nobody to judge your views. 
My views are that there should b~e f:lir 
compensation· and 'Yhen you talk a5out 
share capital~ as· the hon'ble Mibic;ter 
has said, it is a very important point. 

Shri 'I'. N. Singh: F.air to whom? 
F<1ir to the tax-payers and the St::.te 
or fair to the. shareholders? There are 
two aspects of the question. Sitting 
here in Parliament, we have to be fair · 
.to the State also. When you use the 
word 'fair', it ha·s to be used rather in 
a wider, context.· 

Sltri ·. I.akshmipat. Singhania: The 
State does not come into the picture. 
.The. State does not pay a single pie. it 
is '.tlie division between the pohc,;.-
holders and the shareholders. 

. Sltri T. N. Singh: The State repre
sents the interests of the -policyholder>'. 
As a representative of the policy
hol:lers, it has got certain criteria for 
fairness as you have· got certain crite
ria. 

Shri LaJtshmipat Singhania: It i;; the 
question of fairness between the ::;hr.re
hoiders :c.nd the policyholders." · W l)_en 
thE. Sbte is nationalising a busine~s ~f 
thEy adot)t something. beyond .. the law 
of the 'land, it is not, fair according to 
the law :.s it exists: 

·, ' 

· Sbfi .T. ·N.' Singh: What. about your 
reaction_.to'''\vhichever is iess"? . ' 

· Shri' I.aksltmipat Singhania: It is not 
a ·question of . being acceptable to 
Sl1nreholders: It is a . questioi1 of 
policyholders. : Let me put it broadJy 
in this _language. When you ·natir<nal
ised Imperial Bank, it meant national
isation of banking. Insurance is more 
or less like banking. That is public 
saving and this is also public saving. 
The Bank's total funds were Rs. 250 
.crores which were mobilised by the 
shareholders during the working · of · 
the . Imperial: Bank. The compensa
tion ·paid for· 'this sum of Rs. 250 
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uores from the State-not from th_e · 
s.tmrebolders, not from those credl~ 
tors-but from the State amounted to-

if I am not making a mistake--about 
Rs. 17 crores to Rs. 18 crores.. He~e 
a similar saving of Rs. 400 crores . 1s 
being mobilised and the compe~sati~n 
paid· from the State is nil. It 1s pmd 
from the policyholders' surpluses and 
those surpluses also amount to about 
Rs. 3 crores. 

Shri 1\1. C. Shah: They will be pay
ing compensation to the shareholders. 
to which they are entitle'd. Suppose 
a shareholder today gets about 5 per 
cent he is only entitled to ask for a , . . . 
capitalised sum which may . give a 
return of 5 per cent. That is ·most 
adequate and most. fair. 

Shri Lakshmipat· Singhania: They 
are only paying to 11 companies and 
not to 152 companies. 

Shri l\1. C. Shah: Suppose there are 
assets and there are liabilities and 
there are no surpluses.· Suppose no 
dividend has so far been declared to 
the shareholders. How . are th.e share
holders entitled to anything? Still in 
fairness. we are giving them some: 
thing. As a matter. of fact,. what they 
will get is on this basis: Take som~ 
two years' average.. What was the 
yield on theiF share-holding? Suppose 
it was about 5 per cent, then you say 
\Vhat will . be · the capitalised sum 
\Vhich will yield that· much to them. 
That will be most fair and adequate 
compensation.. · 

Shri Lakshinipat Singhania: I will 
submit in this way. Suppose a com
pany takes '25 . years ·to declai;e · the 
first dividend. . After 25 years, when 
it started paying dividend, if it is being 
taken. over by Government, can . the 
Government come forward ·and say 
that we are not going to pay anything, 
because. their share-holding did not 
yield _anything? 

. Shri 1\1, C. Shah: Here what we do 
is ·this: There is the average ·surpltis; 
as you say, you do not take the period 
before 1950 into account. You take 
tl)e pedod after. 1950 and take two 



actuarial . valuations, which means 6 
years. You see three years' average 
so far as the •· surplus : is . concerned 
and so far as the dividends are con
cerned whatever is declared to the 
shareholders, we ·have provided for 
that. We have also provided for 
those companies which did not declare 
any dividend and we have also taken 
into consideration the assets and lia
bilities. Suppose that company winds 
up its business today, what will be 
the position of the shareholders? The 
shareholders will be entitled to get 
whatever are the assets minus liabili
ties. 

Shri Laksbmipat Singhania: The 
Life Insurance Companies, as I have 
.submitted,. work on the long term 
basis and the question of paying com
pensation on the basis of winding up 
will arise, because business is con
ducted in the hope of making profits. 

Shri 1\1. C. Shah: A number of com
panies have not made profits for a 
number of years. 

· Shri Lakshmipat Singhania: They 
cannot make profits. As I was sub
mitting a little before, if you study 
the history of insurance business in 

·India, you will realise that every 
company has paid dividend after a 
long time. 

Shri 1\1. C. Shah: Perhaps they were 
not working efficiently. 

Shri Lakshmipat Singhania: It is 
not the criterion to decide. Any busi
ness, · especially insurance, cannot be 
profitable in the beginning. 

Shri 1\1. C. Shah: You must give 
credit to the Government that they 
have thought about this also; 

Shri Lakshmipat Singhania: On 
that I cannot say. The only point I 
wanted to make is about this 10 times 
and 20 times compensation. This 
means if you minus one type of com
pany and see what the compensation 
the other 150 companies are getting, 
you will realise the unfairness in this 
respect. The· main factor is, if you 
take No. 1 company, it has contribu
ted 5 per cent-only about 5 of 20 
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times-which you call surplus. If 
you take some other company you 
want to give only 10 times because 
the capital is more and the company 
has brought more than 51 per cent 
of · the capital. .. Therefore the com
pensati-on should be given half and 
they should ~e paid 10 times. 

Shri 1\1. C. Shah: Why do you omit 
the 10 per cent of the paid-up capi-
tal? · 

Shri Lakshmipat Singhania: There
fore, I ain saying 49 per cent. 50 per 
cent is the capital. For 50 per cent 
capitai it has been reduced from hun-

' . dred· to 5Q, that is, from 20 to 10. The 
oriiy fault of the company is that it 
lias brought more capital to the share
holders. If the company has brought 
less than 50 per cent, then the com
pany would have been entitled to 
more. 

Shri 1\1. C. Shah: 
/would have gone 
earlier. 

That 
into 

company 
liquidation 

Shri Lakshmipat Singhania: I can
not foresee that. If that was the 
case then these 152 companies would 
not have existed. 

Shri l\1. C. Shah: 
how many cases it 
insolvency. 

Just tell me in 
has resulted in 

Shri Lakshmipat Singhania: No. I 
haven't got the figures. 

Shri M. C. Shah: Therefore, I did 
not give the figures. 

Shri Lakshmipat Singhania: There 
is no secret because they are pub
lished in the Government book and 
they are available. The entire re
cords are published. But still those 
companies could see their way for 
making profits in the future. 

.. Shri l\1. C. Shah: That turns out to 
be this: you want compensation for 
the loss after the business was taken 
over whether there may be: or :may 
not be loss. 

Shri Lakshmipat Singhania: What 
I was putting before you was the 
difference between 20 times and 10 
times. For instance, ii they had not 
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brought up more capital, their com
pensation would have been much 
more. 

Chairman: What is your sugges
tion? 

Shri Lakshmipat Singhania: The 
compensation should have nothing to 
do with the capital. 

Shri Sadhan Gupta: In your memo
randum you have suggested that the 
peri'Od prior to 1950 should not be 
taken into account because of abnor
mal circumstances as a result of par
tition and secondly because of the 
rise in the bank rate. Regarding 
Partition is it not a fact that business 
contact~ in Pakistan before partition 
was not very considerable in propor
tion to the business booked in India? 

Shri Lakshmipat Singhania: Those 
figures are available and I don't 
think the business was very smali. 
The business was, if not exactly pro
portionate, substantial. 

Shri Feroze Gandhi: May I know 
the names.? 

Sbri Lakshmipat Singhania: I can
not mention . the name<>." 

Shri Sadhan Gupta: Is it not a 
fact, particularly in West Pakistan 
Which has be.en most affected by par
tition · thaf the busin,ess was not very 
significant in the case of Indian com
Paniel!!? 

Shri ~~~!?lp~iP~! ~!9,gh;m~a: It is a 
qu~tion pf figi.u:es ._and I think those 
figure~ can Qe ascertained. · I am not 
ip a _pqs~t~on ,aL tl)_e 'mom~nt to offer 
You . the . d.etg.qs ;of those. figures. 

Shri Feroze Gimdhi: Mr; Singhania 
has stated iri the· course of his state
ment that the majority of the share
holders belong to the middle classes. 
How does he propose to substantiate 
the statement he· has made? 

Sllri Lakshmipat. Singhania: 
only way to substantiate ... 

Shri Feroze· Gandhi: You 
made ·the s'ti:itenient. On what 
have you. mg.de itt~ . stat~me~t 

The 

have 
basis 
that 

the majority of the shareholders be
long to the middle classes? 

Shri Lakshmipat Singhania: We 
have .made. the statement because we 
know that a number of those com-:
panies have been run by the middle 
classes and . out of 102 companies you 
can name only about liaif a dozen 
which· you can attrll;mte to the high
er classes and the remaining are run 
by middle classes. 

Shri Feroze Gandhi: Have you got 
any figures, facts or information to 
suootantiate this clg.im? 

Shri Lakshmipat Singhania: I can 
quote the instance of ami of the top
most~the OrientaL They have given 
some of the figures in the memoran
dum which has been submitted in 
order to remove certain mistaken 
notions. :r:egari:Iing the share capital. I 
will quotedt:--: ~ ··· 
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Shar.e!l.:>lqer.s 
....:.do

·-do-
-do-
-do-

one s):lare cas_h 
2 to 5 share~. each 
6 to xo , 
11 to 2.:> ,, 
20 shares a 1d mo re 

52 per cent of the shareholders 
hold one share each. 

Shri Feroze Gandhi: How have you 
deduced . that these people belong to 
the mi:ddle classes . and are widows 
and orphans? . When you make a 
statement, you have to substantiate 
that. 

Shri Lak.~bmi)l_at Singliania: We 
did not say that all belong to the 
category of widows and orphans. 

Shri Feroze Gandhi: You said "the 
majority". -·. Shfi Laksi.m\p_at Singhania: · I said 
that for the reason that the shares _of 
the . banks and imurance compames 
were . considered to be com?letely 
safe investment. Most of the mvest-. 
ment belongs to those people · who 
could not invest much .. day i~ and 
day out. After all it is very· diffic~t 
to find the difference. 



Shri Feroze · Gandhi: So I take it 
that the statement . that r you made 
cannot be subst~tiateQ. 

Shri Lakshmipat Singhania: I do 
not agr:e 'there~ 

. . Shrimati Sushama Sen: H~ve you 
got" any .. figures as to how.. many 
widows and orphans have invested 
their money in insurance? 

Shri Lakshmipat Singhanla: It· is 
very. difficult to· get figures ·.about 
that. 
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Shri Kamalnayan Bajaj: · · in insur·· 
ance companies when the investment 
is made by the. shareholders .they. lQok 
to more to security of the money· in
vested. People who.have more money 
may go in for hazards. They may: go 
in for Tata Iron. or :rriore speculative 
shares. .. But if somebody takes one 
share he can also be a multi-millio
naire. But · a multi-mJ.llionaire will 
not come ·unless in the course of the 
transaction he comes to know·· and 
owns a particular share. He will not 
make any effort to own one particular 
share. So you can conclude that it 
may belong to more or less middle 
classes or lower middle classes. -· 

Shri Feroze Gandhi: But the multi
millionaire also arriaves at a later 
stage. 

Shri Kamalnayan Bajaj: ·Probably, 
you have better information .. 

Shri M. c. Shah: You said :fust now 
that we inay have a series ·of· valua
tion between the years· · 1950 :and 
1955. You said that the years ·1953, 
1954 and 1955 should be taken. l'hat 
was the plea. I would· like to ·know 
one thing. During the period_. of; ~j:l{, · 
years there were actuarial valuatwns 
on ·specific dates between 1950 and 
1955. There may be actuarial valua
tion of some companies up to 31st 
December 1955. Then ·whaf will be 
the formula' for three ~·years or six 
years? · ~ ·· 

.·1: :,· 
. Shri Lal{shmipat Singhania: That 
will not be difficult, . for. the reason 
is this: If you take from 1952 to ·Hip5, 
then for two years· you take a fresh 
valuation at the time when you are 
having the new corporation by look-

ing into the assets and liabilities. 
That, in my opini"On, will not be diffi
cult. Or. you -may straightway vall.,l~. 
Supposing the valuation is for 1954. 
Then you can very well make a valu
ation for· 1955 by a qUicker method of 
adding all the premium receipts and 
deducting alLthe claims.. There .-is a 
method which I have ·already discus
sed. It wiU not create .any difficulty. 
I will put forward a statement in 

· writing· to you; · • .If ·you take· a· three 
years'· period, the two years are 
covered by one cif them and the one 
year by the· last valuation. · 

. Shr'i'··l\1:. c: Shah:. ~at l.lleans you 
will have just. to take the averages. 

·sli~i· i.ak~~ipat sh;gha~ia: I.. am 
~uggesting this average only for l9n5. 

Shri' Nambiar: what. is the entr~.:. 
preneur's risk" in th~:.• -insurance busi
~ess, for which. you claim compensa-
tion? . .,. . -· ·· · . 

·siiri · Lakshmip_at ·sirlghanla: I ha~e 
o_nly suggested that the ·compensa
tion ··should b.e-- fair: and justifiable 
according to the assets and.:work that 
the . company has done. . ~ ... . . /' ~-- ·.-.! 

Shri Nambi:u: What was the r~a
son? 

. Pa~itit. K;. c. Sharina: What is the 
ns_~ which ·-you' t~ke with regard ''to 
the inves~ment iti this business? .. ·~ 

. .., 
Shri Lakshmipat Singhania: Th 

risk .i~ 4efinitely. there. - Take, for. i:n: 
stance, an i~sura~ce .. ~ontr~ct _ Whi.ch 
was entered mto m 1938 for a· PQljcy 
for 20 years to come. The risk th 
company ,had taken· is that they ha~ 
promised to pay him after 20 Yea 
a CEi!rtai~ amount· of ·money Whi:h 
~v~s arr

1
Ived .at· on the ·basis· of cer-

~m ca culah~m~ and on the condi
tions then eXIstmg. Now during th t 
period suppose the - income of th:t 
company has gone down ·due ·to ce 
t~_in cjrcu_ms!?nc~s ~hich ~ere b:: 
yond· Its control. ·At the same· tii:n 
the expemes have gone· up, as th~~ 
has happened· in 40 to .50 per cent of 
the companies on account of the ..in
c~ea.se . in salary, labour legi:slation 
and so on. Now in that case the 



,,, . .{Shri Lakshmipa~ S~ngh~ia] . · 

company has to honour ~the contract 
though the rate of· premh.im he is 
paying has no connection to the pre
sent .expense ratio .. - If there is a 
short-fall in the funds then the share 
capital must provide it. That is why 
102 companies have not been able tu 
show profits. But you have been say
ing that they were inefficient, they 
were not doing anything and all that 

· sort of thing, But if y()U EXamine the 
circumstances you will · find during 
those. ten years how insuran·ce busl- . 
ness has passed · through a critical 
period. It would be easy for any in
surance company to incur losses be
cause they have to take risks. There-

. fore, they have become the victim of 
th~se ·circumstances. Now they. are 

-~emg accused that they are not do
. 1?g their work. They have been: pas
smg through a period when the cir
cumstances were such that even if a 

· most prudent man had been working 
those companies_;._many of them I 
believe were quite young and it' is 
not . that everybody was rotting in 
the insurance company-he would 
have found it difficult. Therefore, 
they have not been able to show pro
fits. It i"S not their fault. 

. Shri Nambiar: Can you· give me an 
Instance in which the shareholders 
had to bear the losses? 

• Shri Lakshmipat' Singhania: The 
Instance is before you. 102 companies h .. 

ave not been able to declare sur
Plus. 

· Shri Nambiar: Loss of capital, not 
the bonus. 

Shri ;r.akshmipat SinghanJ~: Where 
compa~ues have gorie into liquidation 
there lS loss of. capital completely 
Why, for instance, were these to2 
companies not able to d(!clare sur
Plus? When there ·is a deficit the 
capital is taken out of the shareholders. 
I do not know from where else we 
could pay that loss. My friend, the 
Controller, Will never allow ~those 
funds to be touched. ' 

Shri Nambiar: Is it not the policy-
hoi~er ~hat suffers? · · · · · 

Shri L~kshmipat ·· Singhania: The 
policyholder -suff_ers, _ _probal;>ly in one 
.per cent.· In 99 , cases he will not 
suffer till ,th~. capjtal_ is exhausted 
completely. The capjtal is first t:;X· 
hausted. Capital )s the first secunty 
and it is "first''exhausted. Then the 
polic~hol~e~ wili ~t?Ier. 

Shri T. N. ·Singh: In other words, 
do you mean to say. that the 102 com
pani:es·that had shown no surplus are 
entitled ·to hil:-ge: amounts of compen
sation than what is 'provided here? 

·shri Lakslllnipat Singhania: I was 
not saying that. I was only replying 
to the hon. M~mber. I h~ve n:ot sug
gested any minimum. As a matter of 
fact I was explaining the reasons w~y . 
102 ' companies . wer.e not distributing 
the surplus; because the reasons were 
beyond • their . control. 

Shri Feroze Gandhi: Can I have a 
clarification? You · said- · that : 102 
companies could not show any profit, 
or whatever it is. Now, there are 
cases of several insurance compariies, 
quite a large number, where the in
vestment was wrongly made. You 

. referred to the high costs and various 
other factors li:ke labour legislation. 
A greater part of the loss which these 
insurance companies have · incurred 

. was due to wronOg' investment of 
funds. ·Now I will give some illustra-' .. tion. I have a concern .. I have an m-
surance company and I have anoth~r 
concern. I put the money of thts 

· insurarice company. into. that concern 
and that concern collapses or that 
concern does not pay any dividend. I 
purchase shares at a lower price and 
sell them at a higher price. . That has 
been the curse of these 102 companies. 
It is not the· effect of labour legisl~
tion. It is not on account of this 
happening or 'that happening. What 
happened to the funds of the com
pany? - That is the main thing. Sup
posing the funds. of the company had 
been misused by the propnetor by 
some w_lrongful · investments or b7 



deceptive investments, why s~ould 
we compemate for all their bungling? 
The bungling was done entirely by 

- those: people. What greater grounds 
are there to ask for compensation 

- -wherl ·au that is due .to your own 
· mismanagerrient' and when the funds 
-'have been' misused? 

. . . . . . ~; } . 
- ·_-Shri Lakshmipat Singhimia: . It is 
·not that. Yo·u riuiy have more definite 

and detailed· figures of 'the losses· of 
the>e 102 companies. Unfortunately, 

I I am not in a position· to .... 
~ ' . 

sliri · Feroze Gandhi: You had the 
figure . of . Rs .. 50 crores of companies 
which went into liquiilat'ion. Why 
do you say'you'd(m;t have the figures? 
Your . _Federation must have the 
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. figures?. 

Shri · Laksbmipat Singhania: It is 
very good of you to give that com
pliment. The Federation is not col
lecting figures of each individual com
pany operating throughout India. The 
Federation is not collecting data of the 
day-to-day management and ·policies 
of the companies. I do not think that 
anybody can undertake this job. It 
seems to be an impracticable job. If 

. it is, presumed that· these losses were 
entirely _· due to the investments, I 
beg of you to. suggest that it is not a 
correct idea. The best plan is that it 
oUght to be enquired into by a 

. TribunaL 
Pandit I{~ c. Sharma: The question 

is .• wh~ther you have. any information. 
Shri' Lakshinipat Singhania: That is 

. why we have suggested in our memo
randum th'at · these three points are 
·mainly responsible. These are the 

. niost ·obvious-points which have to be 

. borne ~n mind, iils'tea'd 'of . taking . a 
fe'w instances. 
.. Shri Feroze· Gandhi: Th~re are a 

. .ve:ry __ hirge :number ·of :·instances. I 

. · woul_d say that" you may go into the 
accounts of the Bharat Insurance Com
pany, _Can you~ s~y th-at a single pie of 

·compensation .·• should· be given to the. 
Bharat· ·Insuran~e :·company?· 

·. 'shrr·'Lak'sifmipat·. Sihghilriia: ·I am 
nof' ineritiohirig about 'tiny ':inirtlciilar 
instir'a'rice· company: ·what I am say
ing is as ·far r·as' I ani concerned .... 

l\lr. Chairman: Let us not 
about individual companies. 
disc_uss a~o~f principles. 

·discuss 
Let us 

~ . . ~ ' . . .. 
Shri · Sadhan G-itpta: 'ih~ question of 

· compensati-on· remains to be. discussed. 

-_ . 'shri · Feroze ·Gandhi:- ·The cases of 
_th_e_se h_:~surance. CSJmpanies and invest-

. ~~~t _o_f ~the4" fun~s . sh9uld be gone 
l~~o, --~~d Jf _i_t)s ~O.und that their posi
h<?n: ·I?-a.s becoil1~ what it ·is, due to 

. _the misuse :·of. funds, then it should 
be .taken. in'to account 'when coming 
to a decision. abou~ comi_>ensation. 

Pandi:t i{. 'c. S~,arxita: Mr. Singhania, 
you don't want cr~mes to be paid for ! 

-~~d· SadJI~n ·-Gupt~: Now, I am 
: .gom_g :to .the· other elements in your 
-~argument· agaihst. faking 1950 and 

~~l1i~dsr before . that:-:· There iS\ for 
Jnstance,. _the rise in the bank rate. 
You _will. appreciate that the rise in 
b~n~. rate results not only in depre
ciation in securities ·but also in in
creased earnings for the ins:urer. 

Shri _Lakshniipat' ·smgha'nia: 1 have 
~ot· verywell' :ui1(Ietstoo'd 'your ques-

. bon; · 

Shri Sadhan Gupta: The insurer 
?ets a higher rate' of interest · on the 

. mvestments . 

Shri Lakshinipat Silighania: If you 
. take _the instance pf. 1950 When the 
l?ank:·ra~e ·:was increased .and when 
the Goyernm~ilt .P<;>licy- was · chan ed 
from cheap money to dear mone ~he 
securities which were_ quoting Jt• 100 
. drop~~e~ to . 8~ ._ , ~~~s _means Rs 2ll 
less for the · insurance com · . 
wh' h h d t k "t · · · pames lc a a en l m their 'valuation 
accop~~ fi~l th~s~ yea~_s. .The bank rate 
may glVe a better y1eld in th 13· t ; .. ,.,. ,. ·-.-, ,., .. , . . . e future • 
. ~ .. :r:.~_ny n~s':rance. companies have 

}c;>st very h_e_ay_¥Y. accor({ing to that, 
~ -~~d a _few ms-qr3;n,ce companies have 
.. ~yen I~~~t._ 3 _t~ ·,4, cr~res in one ear 
· ?hly}~_e ·.to -~-he _,dr?P _in. the Pric~ of 
· · secunties-Government • , · . . • ·s h I r. r "t:l: · · ,- '·h·"· l'f _ · · . SecuntreS. 
: ,JiuP.P_?s~ , ··~~,re 1~ .. ~ . a pe'rcient rate 
; m~~ease, that' ~~???t pe cOmpensated. 
· That will 'be co~ver:t~d hi course of 

time. It cannot 'be done' m a y'ear. 



Shri Sadban Gupta: That is your 
argument against these averages, that 
the average is reduced by taking this 
former period .because in the country 
in 1954 new business increased tre
mendously and therefore that increase 
is off-set by the lower average due 
to abnormal conditions. Is it a fact 
that the new business booked in 1954 
does riot !eflect the real picture, be
cause due to the reduCtion of premium 
rates, most of this new business was 
in the shape of fresh policies after the 
old policies' were paid up? Have you 
got any figures to show this? 

Shri Lakshmipat Singhania: Un
fortunately, such figures cannot be 
collected. 

Shri Sadhan Gupta: You also stated 
that many insurers adopted a strin
gent valuation method in order to 
create hidden reserves. Have you 
any facts and figures to show that 
insurers really adopted stringent 
valuation methods? 

Shri Lakshmipat Singhania: This is 
in the Year Book. Suppose an insu
rance company ha's been earning 3% 
rate of interest and supposing they 
value ~heir· futur.e assets at 2!% then 
there 1s a · hidden reserve. These 
figures are all available in the Insu
rance Year Book, and they will show 
how much business they have, I may 
say! .re-done by cancelling the old 
pohc1es. All this will be available to
gether with the lapse ratio. . 

: Shri ~adh~n- Gupta: It may have 
been Pal_d-up. · 

Shri Laksbmipat Singballia: Paidup d ·· 
oes not mean continued business. 

Sbri _Sadban Gupta: Is paid-~p- in-
cluded m the lap t• . d t• se ra ro· or m the re-

uc Ion of aiJ!Ount of business in force? 

Shr_i Laksbptipat Singhania: Busi
ness In force ~ill remain, but it will 
~ot. be recurrmg, It will definitely: 
Indicate the lapse ratio. I believe 
those ~gures could be. collected. But 
the 1954 figures· will nol be available 
now. They· will b'e available ohly iri 
1957~ · It":takes 'three .years·:to have 
these lapses· ·.indica tea: ·: 

Shri Sadhan Gupta: You have also 
argued for getting the paid-up capital 
irt addition to a compensation of 20 
times the · 7!% of the shares. Your 
ar<>ument is that the capftal has no 
rel~tion. to the amount of earnings of 
a shareholder because in life insurance, 
small capital may have a. big earning 
and big capital may have a small 
earning _in . accordance w~th the cir
cumstances. Would you' not· agree 
that th!J compensation seeks to capi-7 
talise your future earnings ·from the 
insurance companies, and as such you 
cannot claim the paid-up capital or 
the Divi~emd Equalisation Fund? 

Shri Lakshmipat Singbania: Divi:
dend Equalisation Fund is entirely 
different from the capital. The Divi
dend Equalisati9n Fund· is there be~ 
cause it is not a year-to:.year busi
pess for every life insurance company. 
Here it is a periodical business. Sup
posing you make a valuation, n per 
cent is contributed' to the shareholders. 
The shareholders do not distribute 
the surplus in one year. . Therefore, 
it is but logical that that surplus is 
distributed ·in three years' time at 
the next -valuation when the results 
are known. Therefore, .. that money 
iS kept in the share):wlders' Fund. 

Shri Sadhan Gupta: The Dividend 
Equalisation Fund is to guarantee 
against there being no surplus for 
di-stribution in the future. 

Shri Lakshmipat Singhania: Very 
few companies will have that. This 
is only earnings of the past. The 
Dividend Equalisation . Fund has no
thing to do with the future. earnings. 
If there is rio surplus and the company 
conthiues distributing the . dividend, 
then the Dividend Equalisation Fund 
c~n be utili~ed. . Most of the_ com
panies had to keep their funds for 
three. years for·. · distributing till the 
next surpius .. came out. This belongs 
to the shareholders. As· regards the 
question· of equating the share capital 
against dividend, I will say that there 
should b~ a fixed ratio and· there 
should· be a standard:· These com
panies are having 5%- of· the capital 
of· the··total··com,pensa~ion they are 
goirig · to' have;· -·In f:!V~ry- company, it 



should be 5%. It should be the same. 
Why should you take av.:ay the extra 
capital from the comparues? 

Shrl Sadhan Gupta: You say that 
the average contemplated in the First 
Schedule of the Bill-Part A, para
graphs 1 and 2,-is a deceptive average 
because of certain factors. Is it not 
a fact that actuarial valuations are 
made on the basis of future assump
tions and surpluses are distributed on 
the basis of valuation made on future 
assets? 

Shri Lakshmipat Singhania: Taking 
certain assumptions into consi:deration. 
In the past they may have earned 
3!% rate of interest, but they may 
take 2% or 2!% for the future for 
taking a secret reserve. 

Is it not a fact that in the valua
tions in 1953, the assumptions would 
be incorrect and w:ould be too favour
able to the shareholders because of 
the reduction of premium rates that 
took place in 1954? For that purpose 
they have the assumption of a certain 
rate of premium but that premium 
was reduced before the next valuation 
took place ..•• 

Shri Lakshmipat Singhania: It is 
for the new business and not for the 
old business, because the old business 
which was in force will continue on 
the contractual obligation. Take for 
instance 1940. 'There may have been 
variation of premium rising by 1! per 
cent. a dozen times. 

. Shri Sadli.an' a'upta:' Regarding Part 
'C', you have made a complaint about 
granting a certain percentage to the 
policyholder. Don't you think that 
since the policies of mutual companies 
are being taken over, the payment of 
all the policies are granted and as 
the mutual companies hardly lose any
thing they do not deserve any further 
compensati'On? 

Shri Lakslunipat Singhania: I most 
humbly , submit that I hold no 
such view, If the company has 
been mutualised and policy-
holders -have sacrificed their 
interests at that time, why should they 
suffer? After all, mutualisation is a 
kind of co-operative business and thi-s 
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means Government is going to treat 
them on a different footing. Actually 
speaking mutual companies should 
have got more compensation instead 
of less. The question of their getting 
lesser compensation does not come 
under any equity. This :is my submis
sion. 

Shri Nambiar: You are also a busi· 
nessman and are having a lot of 
workers. When a worker is retrench
ed or compulsorily retired, what is 
the compensation that you give him? 
Because, he is also an earning mem
ber. What is the rate of compensation 
y~u used to give in such cases? 

Shri Lakshmipat Singhanla: It 
aepenas upon his capacity at the time 
'of retirement. 

Shri Nambiar: Not anyhow 20 years' 
salary? 

Shri · Lakshmipat Singhania: May 
be more·. It depends upon the type 
of earning capacity Of the man at 
that time. 

Shri Nambiar: Are you aware that 
there is a feeling in certain sections 
that the compensation already con
templated is too much and that there 
is some scope for reduction? 

Shri Lakshmipat Singhania: I do 
not know. 

Shri Morarka: They say that so far 
as compensation is concerned, there 
should be a fresh valuati'On as on 31st 
December, 1955. I was hearing some
thing about the last three years' 
average. . It is on page 11 of Your 
memorandum. It says:-

"For these reasons the Com
mittee. consider i~ absolutely 
essential that for purposes of com
pensation, the surpluS of the life 
insurance companies should be 

. arrived at after a fresh valuation 
. of the assets and liabilities of all 
life insurance companies as on 

- 31st December· 1955." 

- Whether it is 3 per cent or 5 Per 
cent, is a different matter. Whether 
it is 10 times or 20 times is also a 
different matter. So far as the valua
tion is concerned. they want a fresh 
valuation as on 31st December 1955 



[Shri Morarka] 

and there is no question of taking the 
average for the previous three years. 

Shri Lakshmipat Singhania: The 
idea was- that iii the Bill it was pro
vided that the valuation before the 
1st January would be taken. There

. fore, we have suggested that the 
';'aluation of the assets and liabilities 
should be taken upto 31st December 
1955. Here, our . main reason was 
only. to bring up the period to Decem
ber. 1955. 

Shri Morarka: Still, it must be the 
average of the last three years. 

Shri Lakshmipat Singhania.: That is 
what we have submitted. 

· (Witnesses then withdrew.). 

ll. All India Federation of Life Insur
ance Officers' Association, New Delhi 
Spokesmen: 

(1) Shri G. s. Agarwala 
(2) Shri Mangaldass 
(3) Shri P. K. Kunte . 
(4)_ Shri G. K. Roy 

Chairman: Is there anything 
than what You have said in 
memorandum that you ·want to 
before the. Committee? 

more 
your 
place 

Shri Agarwala: The All India Fede
ration of Life Insurance Officers' 
Association represents the cause of 
the development staff-development 
and field officers-'-and with a view to 
safeguard their interests, this memo
randum has been submitted which is 
already before you. But with a view 

. to. explain -s.ome of the important 
pomts, that 1s, ·the part that the de-
velopment staff has Played . th 
b 'ld' m e 

Ul mg ~P Of . this business in India, 
I would lik_e to place oefore you ...... 

Pandit. ~ C. Sharma: Do you want 
any add1honal clauses in the Bill to 
-encourage or help your. interest? _ 

Shri Agarwala: I am placing this 
point before you because it is relevant 
to point No. 1 that has been put in 
the memorandum. That is why with 
your permission, I want.. .... 

Chairman:· You liave · ~aid that there 
should be some representation given 
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to development and field officers. 
What are the development officers? 

Shri Agarwala: Development offi
cers consist of organisers, inspectors, 
branch managers and development 
executives. 

Chairman: Who are the· field offi
cers? 

Shri Agarwala: Field officers are 
those who are exclusively assigned 
the field work. Actually, field officers 
are dealing with the procuration and 
servicing of New Business. 

Chairman: What · about field staff? 
Shri Agarwala: Field staff is more 

or less the same. Development execu
tives are those who have to deal with 
development problems relating to the 
procurement of business and adminis
tration of the brarich. 

Chairman: Do you want representa
tion on the executive committee also 
on the basis of interest? 

Shri Agarwala: We do no:t want 
. any representative of the Federation 
but we would· submit that if one or · 
more of the officials of the corporation · 
are those who have worked them
selves as agents, inspectors and 
branch managers, their· practical 
experience in the field will be very 
much advantageous in the day-to-day 
policy decisions of the corporation. 

Chairman: I am not referring to the 
corporation. I am· referring to the 
executive committee which is a small 
body, Supposing we agree that so
and-so's interest shall be represented, 
then there will be other interests too, 
naturally.- Supposing it is going to 
be a combination of several interests, 
it may not be a body of five and so 
it may cease to be an executive com
mittee. It may be something else. So, 
do you still insist ...... 

Shri · Agarwala: . Our submission is 
that one of the · members of -the exe
cutive committee of five-or it may 
be more-must have practical · know
ledge of the field work. We do not 
say that he should be a representative 
Of the Federation but we say that he 
must have prac:tical knowledge of the 
field, who himself has worked ...... 



Chairman: You want 
who has field experience. 

somebody 
Is that so? 

I • • . S~ri ~g~;rw~~: F1eld _e;x:!Jenence 
may pave a diff~rent meaning.· For 
instance, a manager who . may not 
have worked in the fie).d m~y have 
knowled'ge '- . 'ab6~t field work while 
dealing with field officers. My Fede
ration submits' that an. officer 'who has 
himself :worked as such . should be 
there. 

Chair.:nan: What is the membership 
of the F~deration? · · 

S~i Agarwala: This is a Federation 
.where we have about 200 members, 
locally and ·direct, and abottt five 
~ss~ciations havj:! · aJ:n~ady affiliated 
with ou'r Fede-r~tion. One is the Bom
bay Association which has a member
ship of 400; one is the Meerut Asso
ciation of over 100 strength and one 
!s· · at Moradabad. There are five 
associations from the south and the 
north, and there are about five or six . 
associations which have applied for 
affiliation. In all, our membership 
exceeds 1000-

Chairman: Whom do you represent? 
What category?· 

Shri Agarwala: The salaried field 
;;taff of all types. 

Shri Nambiar: Is it officers' cate
gory? 

· Shri Agarwala: Even an Inspector 
~ho is working in the field is named 
as development officer. He may not 
be holding an office as such, but yet 
he is known as development officer. 

Shri Nambiar: This name is not 
familiar. 

Shri Agarwala: There were a num
ber ·of associations earlier under this 
name. There was the Meerut asso
ciation and· there were clubs like this. 
But this Federation has come into 
existence after the nationalisation of 
the .insurance business. 

. • • ? 
. Chairman_: It is of recent . o~1gm. 

:- Shri: Agarw~Ia; . But. th~. as.socia-: 
ttons which are affiliated. wlth. lt are 

old, because at that time there were 
d Hu•nber of units working and ...... 

' Shri ~oy: The~e i~~ a g~od number 
of .. assod.a.'tions ' throughout India of 
the standing. These associations after 
tne promulgation of the Ordinance 
thought that. there should be one 
headquarters in Delhi. And ·as such 
re.1uested the o.ssociation of Delhi to 
convert ·itself into a Federation so 
that Hils Federation is in a position 
to co.l_ect the view~points of different 
associations situated in different parts 
of India which can be placed before 
the Select Committee or the Govern
in~nf. . The 'obje~t~ of this Federation 
are mainly two points. One is to help 
the Government to do this colossal 
job of integration if called for. 
Secondly to safeguard the interests of 
fi,eld workers or field officers, whoever 
inay be. 

Chairman: Have you any views to 
offer with regard to the corporation, 
whether there should be one corpora
tion or more? 

Shri G. S. Agarwala: We have given 
a thought to this and we feel that 
there is ·no point in having many cor
porations. There is a provision for 
four zones and therefore . a central 
body like one corporation would be 
better. 

Chairman: Have you any idea with 
regard ·to the process of integration? 
Should it be ·territorial or should it 
be according to companies? 

Sbri G. S. Agarwala: If it is a mono
poly. business, it must be one unit. 
How best it can be done is a very 
difficult point to deal with in such a 
short time. We feel that the servic
ing of the existing business is as 
important as the procuration of busi
ness; otherwise, there will be lot of 
difficulties in building up the develop
ment force for achieving the targets 
that the, . Government have before 
them; that is, raising the . Per capita 
insurance from Rs. 25 to Rs. 200. 

, Chairman: · , Tllere has been a sug
gestion that the.re should be · some 



[Chairmanj 
competition and therefore, , there 
should be several corporations. 

Shri C; P. 1\Iatthen: You appreciate 
the necessity o"i. having the element 
of competition in the working of 
the insurance . business. Some Mem
bers are afraid that the corporation 
will become static if there is no com
petition. 

Shri G. S. 'Agarwala; We feel that 
if proper incentive is given to the 
development staff and the responsi

. bilities and duties are clearly assign
ed to each official, there is no need 
for competition. 

Pandit K. C. Sharma: You mean the 
division of duties imd responsibilities 
to each man in inrerent zones? 

Shri G. S. Agarwala: If the duties 
and responsibilities· are divided and 
fairly adjusted for each official con
cerned, there should not be any diffi
culty- iri achieving the targets when it 
is a· monopdly. 

Chairman: If you have any more 
points, you can mention them. 

Shi:i G: 's; .A·g:ir\vala: Regarding 
point 3 in the Memorandum which is 
about rationalisation, it is a very 
difficult problem because now a num
ber of units have been functioning in 
this country with various scales of 
pay, with various types of working. 
The primary concern of the Federa- · 

· tion is that the development . staff 
which has been responsible for build
ing up ·this business-it is not an easy 

, job to keep· them ·happy and satisfied 
·-should be reasonably satisfied. The 

biggest difficulty in this respect is that 
about 40 to 50 per cent of the total 

. remuneration is found in th~ shape of 
various ·types of allowances, and that 
was the· convention of the insurers. 
The hasic. salary of an indivjdual 
represents only 50 to 60. per cent of 
the total· remuneration. In the ·mono-

, poly col-poration, · the Federation feeis 
that there should be 'fixation on the 
basis of the· 'totai 're~uneration. If a 

. man has ~ee'?- · &etting .a . ·particular 
remuneration and. has been justify~ng 

. himself from 'the economic point of 
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vi~w. it is the submission of the Feae-· 
rati~n . that due consideration should· 
be given to the total remuneration 
drawn by him while rationalising the· 
scales of pay. 

Chairman: In what way? 

Shri G. S. Agarwala: That if a man 
has· l:ieen justifying his total remune
ration and has been working economi
cally for a number of years, he has 
to be considered not on the basis of 

·the basic salary that ·he has been. 
given, but on the total remunera
tion ...... 

Chairman: I think this is a matter
of d~tail Which may be left to tha 
Corporation. 

Shri G. S. Agarwala: It is only for 
that p~rpose we· have submitted that 
there should be either an advisory 
committee consisting of 5 _Members ...• 

Pandit K. C. Shanna: You want an. 
institution like the Income-tax Investi
gation Commission. 

Shri G. S. Agarwala: It is not 
investigation. It may be any body. 

Pan:dit K. C. Sharma: You want 
that a committee something like the 
Income-tax Investigation Commission, 
should be appointed to examine each 
case in consultation with the Public 
Service Commission as to what a 
particular man should get on the 
basis of the ·remuneration he . was 

:getting from the company, and also 
for recruitment. Therefore, there 
should be a body which will examine 

·present cases and the future recruit-
ments in consultation with the Public 
Service Commission. Is that so? 

Shri G. S. Agarwala: That .is what 
the Federation wants, either at the 

. leVel of 'the Public Service · Commis
sion or any advisory : body in the 
Corporation itself. 

· Pandit .K. C. Shanna: You want a 
specialised .body · to·· :examine these 
cases? 



Shri G. S. Agarwala: So that there 
rmay be the least dissatisfaction in the 
field force. 

Then point No. 5 is about the_ postal 
life insurance which caters for the 
·Government servants and some Gov

. oernment bodies. Now the view-point 
of the Government is the socialistic 
;pattern of society and in that case, in 
.course of time, probably in the next 
.iive years, most of the industries may 
-come under the public sector. In that 
.case, it will· be an 'indirect competi-
tion with the Corporation's business 

:and that will present a lot of difficulty 
to the· Corporation's field force. There
fore, it is our submission that i~ for 

_any technical reasons the postal life 
insurance cannot be taken over by 
·the Corporation, the facilities that are 
extended to postal life insurance must 
. be standardised, so that there is 
·absolutely no element of competition 
and the Corporation's field-man is not 

'!)Ut to any disadvantage, That is our 
<;ubmission. 

Chairman: What is the disadvan
<tage for the Corporation's man? 

Shri G. S. Agarwala: If a Govern
.ment servant takes out a policy with 
the postal life insurance, he has the 
facility of getting the premiums 

·deducted at source. That · is an 
attraction. Therefore, the salesman 
who sells a policy of the Corporation 
-to a· Government servant is at a dis-
-advantage. 

For instance, there is quite _a good 
'business in Delhi from Government 
.servants and if the industries are 
nationalised, the employees of those 
industries shall also become eligible 
to insure their lives with postal life 
"insurance. In the case of defence 
·officers, they are required to pay extra 
premiui:n for hazardous occupation; 
.and this extra premium is paid by the 
Ministry of Defence, for the benefit of 

_.their employees only, to the postal 
.life insurance. If that facility is not 
-extended to the Corporation, naturally 
the Corporation's employees shall be 
.at a disadvantage in underwriting 
business in the same area. 
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Shri T. N. Singh: -In other words, 

the postal life insurance · means that 
there is no commission to be paid to 
the field workers. You want that this 
should come under the Corporation 
so that the commission could be given 
to the field worker? 

Shri G. S. Agarwala: This is the 
~echnical difficulty we }lave referred 
to. · 

Chairman: Supposing the whole 
thing is put down on the basis of 
postal life insurance? 

Shri G. S. Agarwaia: The postal life 
insurance caters · only·· to a certain 
class of people. lf that is the type of 
organisation that is going to ·be set 
up in the Corporation.: .... 

Chairman: If it )s' more effective, 
that can be done . 

Shri G. S. Agarwala: That will 
present a lot of problems. After all, it 
is the development officers that are 
responsible for bringing the life 
insurance to its present fevel and y~u 
will certainly not like to throw those 
people out. 

Chairman: We c~ utilise them for 
other purposes~ · . -- . 

Shri G .. S. Aga~ala: At least, the 
experience they have. 

Chairman: I can't say anything. 
:rhe Corporation has first to build 

· Itself before making further schemes. 

Shri G. S. Agarwala: We only want 
that the premium rates should be 
~tandardised and the method of work
mg between the posta~ life insurance 
and. the corporation must be stand-
ardised. -

Shri. T. N. Singh: Supposing a pro
J?Osal Is I?ade that those- Who want to 
msure With the Corporation Without 
an ag~m!, would not have to pay any 
comm1ss1on to anybody- with the 
result . that they should be entitled t 
a lower premium . rate. Iri that 0 

it ·n case, W1 . create more complexity than 
the solution that you have. 

Slni G. S. Agarwala: It is their 
legitimate claim, but if you are satis-



[Shri G. s. Agarwala] 

fled that without them the develop-
ment can be achieved ..... . 

Shri T. N. Singh: I only wanted to 
know whether you have any objection 
to such a proposal. 

Shri G. S.. Agarwala: I can't say 
anything, because the progress as 
shown· by not writing business 
through the agency force· is before 
you. 

Cltairman: Is there any other point? 
Shri G. S. Agarwala: I would like to 

·take· point No. 6. It is the submission 
of. the Federation that while dealing 
with the plans and making rules, the 
representative of the Federation may 
be invited in an advisory capadty so 
that the experience of the Federation's 
representative may be availed of in 
the· formation of the Corporation. 

Chairman: And then? 

Shri G. S. Agarwala: We have also 
prepared an effective plan, of course, 
for the Northern zone. 

Chairman: You can send that on to 
us. 

. Shri G. S. Agarwala: I have got a 
copy of it. 

Chairman: You can pass that on. 
Shri G. S. Agarwala: Under clause 

10, sub-s~ctions 1 and 2, it is provided 
that if the terms offered by the Cor
poration do not suit a particular 
employee, he may be "Daid three 
months' salary. 

Chairman: That has been discussed. 
. ~hri G. S~ Agarwala: The point is 

that the conditions beforoe nationalisa
tion were quite different from what 
they are to-day. . Normally a perma
nent man in a good company doing 
good work is never asked to go. This 
was the usual convention. 

Pandit K. C. Sharma: You mean the 
termination was unusual. 

Shri G. S. Agarwala: Termination 
of the services of a permanent .man 
is unusual in good companies. After 
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all, a man who would have put· in 1IJI 
Or 15 years of service in a particulaT 
profession and today if you ask him to 
go, he loses his profession. Therefore,. 
it is the submission of the Federa
ti'on that adequate compensatione 
should be paid which we suggest: 
should be at least one month's salary 
for each year's service put in the· 
professions, so that he may be able
to rehabilitate himself.' 

Chairman: So many associations 
have said that. 

(Witnesses then withdrew.) 
ill. All India Insurance Employees•· 

Association, Calcutta 
Spokesmen: 

(1) Shri Rajni Patel 

(2) Shri Chandrasekhar Bose .. 

(3) Shri M. R. Paranjpe 

Chairman: You' repre5ent the An.:... 
India• Insurance Employees' Associa-
tion? 

Shri Rajni Patel: Yes. 

Chairman: Are there any points; 
which you have not mentioned in• 
your Memorandum and which you: 
want to mention here. 

Sbri Rajni Patel: There are one or 
two points, especially the one about 
compensation which we have omitted' 
to mention. Our respectful sugges
tion regarding compensation ~s that: 
the basis for compensation should' 
not be as stated in the First Schedule, 
Parts A and B. In respect of com
pensation what we are suggesting is' 
this that the compensation should be· 
either ·the purchase price of the share· 
or the market value of the share as. 
on 18th January, 1956. 

· · Shri T. N .. Singh: Whichever j'S less .. 

Shri Rajni Patel: Yes, that is our 
submission. We are stating this here·,. 
because in our Memorandum it has: 
been omitted. 

Secondly, with · regard to . Chief' 
Agents, we would respectfully sug-



_gest tha~-of • course it is for their 
·representative to deal with their 
problem-the Chief Agents . I'"!ust go 

:in the .. s~~-up of the Corporation .. We 
do not say that they should be elimi-
nated as such. · 

'Chalirman: You want them to be 
absorbed according to their cap·adty 
. .and qualifications. 

Shri Rajni Patel: That is so. Cer
tainly their valuable experience could 
"be utili'sed. 

Chairman: They a•re going to be 
;re~tzs~nted _by iheir own associa

'iion. 

Shri Rajni Patel: The rest of the 
points we have mentioned in our 
memorandum. 

Shri Sadhan Gnpta: You have 
suggested that the shareholders 
should be paid the purchase price or 
the market value, whichever is less. 
That is perfectly aii right for com

-;panies the shares of which are quoted 
in the m:lrket. But in certain cases 
-the shares are not quoted in the 
·ma!'ket. In most cases, I take it, 
-their shares are not quoted in the 
market. In that case would you 
·agree to compensation being paid on 
-the face va·~ue . of the share? 

Shri Rajni Patel: The position is 
·this. Really speaking, we want to be 
equitable to the smaller shaTeholder 

-who has not cornered the so-called 
major holding in a company. We 
·should not be unfair 'to him because 
we do recognise that a large number 
·Of them are of the middle class 
investing public whose wealth is 
·a;mall and whose numerical number 
"is quite large. In cases where there 
are no quotatifons in the market we 
feel that purchase p'Iice would be the 
proper criterion. 

Shri Feroze Gandhi: . Is the 
purchase (Price ascertainable? 

Chairman: If l)ossible, you can find 
:it out. 

Shri Rajni Patel: That can be ascer
-tained .. 

Chairman: That is why there is the 

'formula". 

Shri Rajni Patel: In cases where 
the purchase pri'ce can be ascertained 
that" should be calculated accordingly. 
In ca•ses where it is not ascertain
able, it should be calculated on the 
paid-up value: 

As far as companies mentioned in 
Part C of the First Schedule are con
cerned, we accept the formula and 
we think it is a commendable 
formula-that is for companies with
out any share capital. 

Shri Nambiar: In your memoran
dum you have suggested that the 
representatives of your• · association 
should also be taken on the ccrpora
tion.. Is it not so? 

Shri Rajui Patel: Yes. 

Shri Nambiar: What should be the 
number? 

Shri Rajni Patel: As ·fa·r as we can 
see, the present p•rOVlSlOn in the 
Corporation B:ill provides for a cor
poration in which the number of 
members would be 15. For a cor· 
poration of this type, which is handl· 
ing t!;tis huge business, there must be 
members . from various sides. We 
have suggested only three because 
we could not suggest four-four 
would be more than 25 per cent. 
whereas three would be this side of 
25. Apart from other representa~ 

tives enumerated in our memoran
dum, there should be three repre
sentatives of the' employees. Our 
i'dea in suggesting representation for 
the association of three persons is 
this. The employees are extremelY 
anxious to see to it that these 
nationalised industries are run 
smoothly and that they will give their 
full co-operation. They have also 
got experience in the line. In the 
case of my colleague Mr. Paranjpe, 
he has got experience of more than 25 
years itn Oriental. Mr. Bose is from 
Hindustan. Most of them hav~ work
ed in insurance companies for long 
and would be of value in the running 
of the industry. We have suggested. 
the representation of only three 
because the total number envisaged is 
15 .. 



Shri Nambiar: Do you feel that 
there is any necessity for any 
retrenchment? . Do you feel that; if 
there is any retrenchment, for what
ever cause, they can be. absorbed? 

Shri Rajni Patel: That questi'On can 
only invite one answer. We respect
fully submit that the very setting up 
of the Select Committee is a progres
sive step by the Government and 
Parliament in the matter of the 
nationalisation of the Industry. Our 
governmenft after having very car-e
fully ~onsidered the prevailing mal
practices for the last few years and 
wastage of huge funds of the public, 
~arne to the -concll.ision that; lri the 
interests of the country and the 
policyholders and a·lso for mobilising 
the say_ings of the people--if I may 
read the note of the Finance Minister 
in the Statement of Objects and 
Reasons-it ils necessary that the life 
sector of the industry should be 
nationalised. Nationalisation I t.:ol;e 
it, is a progressive step and it is 
envisaged in the every scheme of the 
Bill that when this nationalisati'<m 
starts, the huge potential that is 
available in life insurance which has 
not gone to our rural areas should be 
tapp.ed and tapped pi'Operly. If that 
is done, I take it that retrenchment 
would not only be. unnecessary but, 
the Associ.lation certainly hopes, 
through its co-operation, the business 
of life insurance will expand in such 
a manner as to absorb many of our 
unfortunate brethr-en who are emerg
ing from our colleges and sc:hools 
and who are still unemp·loyed. There
fore, we do not envisage unemploy
ment as a result of nationalisation. 
On the other hand, we envisage the 
absorption of new personnel. 

Shri Nambiar: With r-egard to the 
scales of pay, I find from your memo
randum that the scales of pay that 
are prevalent among your. staff at 
present are higher than the Central 
Pay Commission rates. If your pay 
scales are to be standardised at the 
rates of the Central Pay Commission,. 
I think you will lose a lot. Or do you 
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want standardisation on the basis of 
your status quo? 

·Shri Rajni Patel: We very humbly 
and respectfully submit to the mem
bers of the Select Committee th'ilt 
there should be no comparison what
soever between G~vernment em:
ployees · and the employees of com
merCial concerns like insurance com
panies. I take H that when ·our 
Parliamept and our Governmen>;; 
decided to nationalise insurance they 
also have decid.~d to run . it 
not only on commercial lines 
but on sound commercial · lines. 
If that is done, then certainly· there 
may be such great potentialities . and 
the business would ·be run on such 
sounder commercial lines that there 
cannot be any sort of retrogression 
from· the scales of pay and· conditions 
of service that are · being offered to 
the employees of some of the 
major companies. But we hope by 
eliminating wastage and other things, 
by economising in various ways and 
by brjnging more business in the man
ner that the Bill envisages, which we 
have mentioned in our memorandum, 
it would be possible, while ensuring 
the maximum of service to ihe policy
holders, to raise the . level of the 
.employees in the industry who serve 
in the smaller companies who now 
have no scales of pay at all. 

(Witnesses then withdrew.) 

IV. Insurance Club, Patna 

Spokesman: 

Shri B. Sahay. 

(Witness was called in and he took 
his seat.) 

Chairman: What is the member· 
ship of your Club? 

Shri B. Sahay: 150 members. 

Chairman: Besides what you have 
stated in your memorandum, have you 
to say anything? 

Shri B. Sahay: As far as agents, 
special agents, chief agents, in!'pector~ 
and branch managers are concerned, 
all of them may be allowed to conti
nue. About agents, we want that old 



agents with more than four years 
service should be retained. As for the 
new agents to be appointed, the Sgm~ 
salary and same commic;sion may be 
offered. 

Chairman: Are these not matters of 
detail which the Corporation will 
have !:- decide? There will ba people 
there who will be going into these 
various questions and they will decide 
as to what should be done. So far as 
the Bill is concerned, is the:re any 
specific suggestion? 

Shri B. Sahay: About salaried 
people, if they are not all<. wed to 
work, they should be given six months' 
pay as commission and gratuity for 
each year of service. 

About chief agents, they should .be 
continued. If they could n·Jt be <:anti-

nued on the same tE!rm'l, let them 
work in the villages oecau.~e ;you re
quire people in the villag!'s and, as 
you know, the chief agents are hard·· 
working people. 

Chairman: But they ar<:> mostly in 
the urban areas. 

Shri B. Sahay: If they ar(' not re
·tained, they should get compensation 
for the unexpired ·period. 

Then the chief agents have got 
their employees, as employees of the 
different offices. They are mox:e 
experienced people. Even if the 
agents are removed, tho:::e emp:oyee3 
should be retained on the same terms 
if they have qualifications and 
experience. 

(The Committee then adjourned) 
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III. The Indian Irnurance Companies Association, Calcutta. 

Spokesmen: 
Shri D. Das Gupta 
Shri B. K. Setalvad 

I. Overseas and Inland .Insurers' Em
ployees Association, Calcutta. 

Spokemen: 

(1) Shri B. Maitra 

(2) Shri N. K. Das 
(3) Shri T. Bose 

(Witnesses were called in and th!ey 
took their seats) 

Chairman:. Mr. Maitra, Mr. Das and 
Mr. Bose, you represent the Overseas 
and inland Insurers' Employees As-· 
sociation Calcutta. You· have sent a 
memor~dum and that has been cir
culated amongst . the members of this 
Select Committee. Have you any other 
points to make? 

Shri 1\laitra: I have. a few special 
points to make. Apart from the 
special points we have already men
tioned, we wish to speak particularly 
on the points relating to clauses 16, 
17, 18 and 20. Section 16 of the Bill 
speaks about the central office of the 
Corporation. It does not say where 
the office of the Corporation will be 
located. 

Chairman: You mean that the place 
has not been specified in the Bill? 

Shri Maitra: We suggest that the 
office of the Corporation be situated 
at that place, where, on the 'appoint
ed day', the business on the existing 
companies books be the largest. We 
want that should be the criterion. 

Chairman: This is a good point. So, 
you would not like it to be left to the 
Government to decide? 

Shri Maitra: We think this should 
be the criterion. 

Chairman: Supposing we say that 
the Government will decide according 
to the various factors, of which this 
may be one. Will that be all right? 

Shri Maitra: That should be the 
guiding factor. 

Shri 1\L C. Shah: What will be the 
ad vantages? 

Shri 1\laitra: Because the largest 
number of policy-holders will be 
there. 

Shri s. K. Patil: Probably on that 
day only! 

Chairman: Looking to the past, 
they want that the 'place wherever 
there was the largest business should 
become the headquarters of the Cor
poration. They want this to be the 
deciding factor. I say that it may be 
taken as one of the factors: 

Shri V. B. Gandhi: Some day the 
emphasis may shift. Would you then 
want the headquarters to be shifted? 

Chairman: That is · their opinion. 
What is the next point? · 

Shri 1\laitra: Sub-clause· 3 · of clause 
16 does not speak with regard to the 
autonomy of the zonal offices. 

Chairman: What do you really want 
to suggest? 

Shri Maitra: We wish to say that in 
under-writing and all day-to-day 
work these zonal offices should be 
entirely autonomous. 

Chairman: Would you like that to 
be specified in the Bill itself? 

Shri Maitra: It should be specified. 

· Chairman: Should we not leave it 
to the Corporation to decide and 
demarcate between the various zones 
within the Corporation? 

Shri 1\laitra: Particularly with re
gard to the day-to-day work, for ins
tance, under-writing, grant of loans 
surrender of policies, paid-up poll~ 
cies, revivals, claims etc. should be 
entirely left to the zones. 

Shri M. C. Shah: Do you want ail 
these particulars to be specified in the 
Bill? 



Chairman: Would you not like it to 
be left to the rule-making powers? 

Shri 1\laitra: We would like it to be 
included in the Act itself. 

·Chairman: You want complete de
marcation as between the Corporation 
and the zones and as between the 
zones and ·the divisions and so on. 

Shri 1\laitra: Then, sub-section 2 of 
Section 17 provides for the appoint
ment of a Managing Director of the 
Corporation. You will remember 'that 
the Insurance Act, 1938 while speak
ing about the appointment of the 
Controller of Insurance stipulated for 
some academic qualifications of the 
Controller of Insurance. We suggest 
that this Managing Director of the 
Corporation should be a person pos.;. 
sessing these technical qualifications. 

Chairman: You mean the qualifica
tions should be the same as those laid 
down for the Controller of Insurance 
without any change? Practical ex
P_erienc~ without academic qualifica
tions Will not do? Is that what you 
mean to say? 

Shri 1\Iaitra: Yes. 

Chairman: Supposing there is a 
successful businessman who has done 
the work and he has experience of 10 
to 15 years. Will that not do? 

Shri 1\Iaitra: He may be put in one 
of. the zonal offices; but the Managing 
Director who is supposed to deal with 
P_rinciples and policy of the corpora
tion and not the day-to-day work of 
the offices should be one who is aware 
of the principles involved. 

Chairman: 
point? 

What is your next 

Shri 1\Iaitra: Clause 18 stipulat~s 
that the Corporation will be guided 
by the directions of the Central Gov
ernment. We are of the opinion that 
many criticisms have already been 
made with regard to the inefficiency 
of Governmeht enterprise. Now, we 
suggest that this clause 18 which ap
parently contradicts sub-clause (3) of 
clause 6 be deleted altogether. 

81 

Shri 1\I. C. Shah: You want the 
clause itself to be deleted? 

Shri 1\laitra: Yes, because it milita
tes against sub-clause. (3) of clause 6. 
Sub-clause (3) of clause 6 says that 
the Corporation should be carried on 
as a commercial enterprise. · When 
you stipulate that the .Corporation 
should be guided by the directions of 
the Central Government, the Central 
Government is not supposed to do 
any: commercial enterprise, and that 
being so, ·their directions may com
plicate matters and it would simply 
give rise to static conditions 

Chairman: You must be aware that 
there is something like a parliament
ary government in this country and 
the monies voted by Parliament !have 
got to be under the .direct control of 
Parliament. Parliament can any day 
raise questions of policy and may 
desire its will to- be obeyeq. There
fore, the Parliament can act only 
through the executive. The sovereign 
authority of the Parliament would be 
exercised through the Government, 
and ·there is no other machinery. 
Would you not like the Government 
to possess the power which is neces.:. 
sary to carry out the will of the 
Parliament? .Is that the. idea? 

· Shri :Maitra: Parliament is enacting 
this law, and if the Parliament is not 
satisfied with the work which the 
people whom they ihave chosen to 
carry on have done, they can certain
ly in another session repeal some of 
its provisions but not at the very 
start ... 

Chairman: It is not merely legisla
tion, it is also administration. There 
might be certain national interests 
concerned with regard to carrying on 
the day-to-day administration.· Even 
there, there may be certain matter~ 
in which the Parliament may desire 
that a certain thing should be done. 
That will be done and the will of the 
Parliament may have to be obeyed 
through some directives issued by 
Government. So, it may be necessary 
to reserve the authority of the Parlia
ment and of the Government to issue 
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directives Directives can be issued 
only off ~d' on in'exceptionill circum
~tances, not as a day-to-day routi.rte. 
So, ·I do not think you object to the 
reserve powers - of Government as 
such? 

Shri Maitra: But these .two clauses 
apparently -contradict eac~ ot:p.er. 
Clause 18 is so very comprehensive 
that it might intrude into the' day-to
day' btisi.Uess' of tlie Corporation--itself. 
This- clause is so very. cmnprehepsive. 
If you want to keep some control, it 
should be in ~ very ·r~stricted -~annei. 

Chairman: Would you like it to be 
restricted? You mean that you want 
as little -interlerence . as : possible in 
~he wor1d~g o~ the C~rporit~ion? . 

Shri Maitra: I have dealt with the 
clauses up to 18. I wish - to speak 
about clauses 20, 23, 24, 27, 34 and 35. 
Sub-clause (2) ·of clause 20 confers on 
the Corporation the right of transfer
ring an employee from one place to 
another. Of course, while we agree 
that such a power should be with the 
Corporation, nevertheless, the em
ployee should also be permitted to 
represent his difficulties, if· any, and 
due consideration should be given to 
them. -

Chairman: The authority should be 
exercised with discretion. That . is 
!'hat y~u mean? 

Shri C. P. Matthen: This clause does 
not say that they cannot represent. 
What prevents an employee from re
presenting? 

Shri 1\laitra: He has no chance. of 
diso?eying the orders. · · 

~liairnian: These a~e small points. 
Thts ihas nothing to do with ·this Bill. 
Whether a man· should be transferred 
o~ not or what ~hould be tlie juiisdic
hon wihin which he ca·n be tra:J.sferr
ed are not points for the Bill. We 
can make regulations. This · Select 
Com~ittee need not go . into them.· 

Shri 1\laitra: Clause 23 of the Bill 
speaks about valuations at intervals 
of two years. Prior to the 1950 In
surance Act, valuations generally used 
to be made at intervals of five years, 

.. 
that is, quinquennially. After the 
1950 Act, this was made triennial. 
The Bill suggests that this should be 
m·ade biennial. We would suggest 
that this may be made annual. By 
making the valuation annual, the 
'chances of paying . interim bonuses 
will be eliminated and the confidence 
of - the people · in the Corporation 
enterprise will also be created. 

Chairman: What is your next point? 

Shri Maitra: Clause 24 of the Bill 
~peaks about the -utilisation of the 
surplus. It does not refer to the 
separation _of the funds. There are 
foreign ins'lirers'. 'who maintain non:.. 
participating -and participating funds 
distinctly and - separately, and tlie 
yaluations are made accordingly. The 
g~n~F~ P,r~c;l.ce was to anow 90o/~ of 
the surplus. of 'the •iwith~profit" .funds 
to the - policy-holders ·and 10% al
lowed as reserves and ·shareholders' 
profit and so on. The entire surplus 
arising out of the non-participating 
funds used to be given to the share
iholders. This Bill says that the entire 
fund, both with and without profits 
be mixed together and the surplus 
arising out of the two funds taken 
together will be distributed to the 
policy-holders. "With-profit" policy
holders pay . an extra premium in 
order to participate in the profits of 
the enterprise. What we suggest is 
that it would be equitable to group 
together the "with-profit" policies arid 
the "without-profit" policies separate:.. 
~Y! _and some -portion of the profit 
artsmg. out of them with profit 'fund 
after paying to the policy-holders 
may be allowed to the workers in the 
fiel? as well as in the office and the 
e~hre Profit out of the non-participa
tmg fund be distributed to the work-
ers in the office and the field. . 

Chairman: Next point. 

Shri Maiha: Clause 27-of course 
we may be wrong in interpreting th~ 
Provisions, but it leads us· to think th . . 
fo at_ the_ Government will allow the 

reign Insurers to take awp.y their 
assets Which will be considered as in 
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excess of their actuarial liabilities-
it lays down that the Centrai Gov~ 
ernment may d.irect the Corporation 
about the ~epatriation of assets of the 
foreign insurers. The ~ct that .. the 
assets are more than their liabilities 
will not necessarily. imply . that the 
foreign insurers brought this amount 
from their own countries. From our 
experience we know that large 
amounts are there already which are 
far in excess of their actuarial lia
bilities. These funds have accrued· in 
various ways. Firstly, they have 
accrued by their transferring the un
claimed amounts of the claims to 
their profit and loss account. This 
gave them a very large amount. Now, 
they also transfer amounts of com
missions payable to the agents who 
died. {)n the death of the agents, no 
commissions are payable. That amount 
also goes to the profit and loss ac
count. Thus, by the death of agents 
or their discontmuarice of agency, the 
amount gcies to the· profit and loss 
account. Foreign insurers used to 
stipulate that Rs. 250/- will be the 
minimum amount for a policy to 
qualify itself for being made a paid
up policy. When a person defaults 
and the policy has not acquired that 
minimum value of Rs. 250/-~ the policy 
is treated as surrendered m the books 
?f the insurer: although no payinent 
Is actually made to the policy-holder. 

Chairman: What is the suggestion? 

. . 
Shri Maitra: What I mean is this·: 

One has unclaimed claims and com
missions and there are similar other 
tit-bits which all go to mak~ this ex
~ess amount. These are, really speak
mg, trading profits of all these 
years-over half a century or even 
more-they have been trading in our 
country. Now that the Government 
Will be paying a sufficient amount of 
compensation for taking up· their 
business, this ainount which is really 
speaking the amount of profits, should 
not be returned to them. 

Chairman: All. of them? 

Shri l'rl:l.itra: Yes, uriless they can 
give us :Positive proof that this amoun~ 
was . actually transferred from iheir 
respective countries. . I may al~o add 
that the mere fad that the assets are 
in excess 'of their liabilities should 
not be taken as a positive proof. · · 

Shri ~Iatthen: . Do you . want this 
pi-incipie to be applied iri . r~si;>ect. of 
all foreign companies, namely, the pro~ 
fits made in India should' not be taken 
back. · 

Shri Maitra: Now we are payi.iig 
them . compensation and. already . pro
fits have been distributed; to the share; 
holders. 

. . 
Shri T.' N. singh: H~w do you define 

the expressiOJl "assets brought to 
India"? 

Shri Maitra: As .. I have said the 
operative clause-in the next s~b
claus~leads us to believe that. 
Maybe, we are entirely wrong ~ our 
interpretation. What I w~uld. like to 
impress upon 'you 'is that by the me~e 
fact that the assets are in excess of the 
liabilities : it should not be concluded 
that these amounts were brought from 
the country of origin of the insurer. ' 

. . • 1 • • - .•. 

Chairman: Do you want all those 
profits to be confiscated? .. 

. . ~ - ,. ~ . · , ... ,. . . , ~ • c.·, I ; . . . . ) 
. 'siiTi 'ii:aitra: ·y'es; bec~LUse. we ar~ 
paying them c?i?-pi:msaticin. . 

Chairman: That means, 'tliey. hav:e 
nothing to do with their profits. 

Shri 1\laitra: Profits have 
been transferred. 

already 

Sub-ciause {3) of clause 27 pro
.vides fol' 'the actuarial reserves of the 
foreign . currency policy to be trans
. f rted from this country . t.o. the othe_r 

', c~itntry .. The present practice is !h~: 
When a particular policyhold.er n:tt
mates io the coi:npa~y that. he IS ret~
ing from this country. permanently to 
take up permanent residence in somt 



·other country of which lle is a domi
ciled citizen the reserve value is trans
ferred. to the company of his place of 
origin to enable that company to· issue 
a fresh policy. This is perfectly in 
consonance with the Foreign Exchange 
Regulations Act. The Foreign Ex
change Regulations Act is not being 
altered, and that being so, the corpora
tion will also be able: to transfer the 
reserve value of such policies as and 
when needed. Therefore, why should 
we at all transfer these actuarial re
serves en bloc to the detriment of the 
interests of the policyholders that 
are to remain here? These foreign 
national policyholders are not in any 
way put to any adverse condition by 
our nationalising the business, where
as by transferrhlg it en bloc, there will 
be a fall in the premium .income which 
would adversely affect the . policyhol
der of our country. If you will 
kindly see sub-clause (k) of clause 
3~ (2) of the Bill, you will find that it 
provides for differential bonuses. That 
means in a closed fund the policy
_holders will be allowed bonus on the 
fund that will remain. That. being so, 
the policyholders who are to remain 
in such companies books will be adver
sely affected and the question of ex
pense ratio may also come in. There 
will consequently be a precipitate fall 
in· the premium and that will have its 
reflection on the bonuses. So, there 
is no reason why these foreign cur
rency policies should be transferred 
.en block. l do not say that in incllvi· 
dual cases it should not be done, 
because it will have to be done. But 
why in all cases? 

Chairman: What is your next point? 

Shri Maitra: Clause .34 of the Bill 
· virtually repeals the Insurance. Act, 
1938 so far as life insurance is con
cerned. Our submission i.b. this regard 
is this: The Insurance Act 1938 which 
came into operation sometime in OCto
ber, 1939, ran about 16 years and has' 
had about ten amendments. . We have 
gathered experience about this indus

. try and the Act gives a reflection 
about it. So, without going to the 

extent of ·nullifying the entire enact
ment, we can certainly adopt certain 
provisions mutatis mutandis in this 
Act itself. We have certain sections 
which we suggest should be included 
in this present enactment. They are 
sections 27, 27A, 28, 29, 30, 31A, 31B, 
38, 39, 41, 42 and 44. 

Ohairman: Should they be applied 
as they are'? 

Shri Maitra: They can be incorporat
ed with necessary changes because they 
have to fit in properly. 

Now what I have to say is about 
clause 35 (b). Section 2E of the In
surance Act says that those insurers 
who have ceased writing new life 
business In this countnr should not be 
brought into the arena of the Insu-

t ranee Act. Those insurers do not make 
deposits, they do not file returns and 
they have no obligation whatsoever. 
.But they have still in thejr books u 
large number of policyholders. We 
contend that section · 2E of the Insu
rance Act was a lacuna and the pre
sent Bill should amend this .in such 
a way that those policyholders who are 
already in the books of those insurers 
s~ould alsn be brought within the pur
Vlew of this Act. When the Govern
m.ent guarantee is there in the present 
B~ why. sh~ld a small group of 
Policyholders be deprived of thls 
guarantee from the Government? N t 
only that. As regards the funds w. h' 

0 

the · 1cn se msurance companies still h 1 th . 0 d 
ere ls no restriction for the transf • 

of these amounts to their ow er 
t · Th n coun-nes. ere, to a <'ertain 
these policyholders are heelxtlent, 
The f P ess. re ore, we suggest that this 1 
should be rectified. acuna 

Chairman: Anything etc~ 

Shri Maitra: With regard · 
10 I have dealt with it . to clause 

d 10 my memo 
ran ut~t and. I do ~ot think I should 
r4epiea 1 agt atmh. Wlth regard to clause 

' sugges at. some provision ':lhould 
be made by wh1ch the workers . th 
corporation will get some qu 

10 
e 

. OtCI.. 



(Witnesses then withdrew) 

n. The . India.n Jnsura,Dce Compan-
ies Association, Bombay. 

Spokesmen: 

(1) Shri A. D. Shroff. 

(2) Shri R. M. Desai. 

(3) Shri B. K. Shah. 

(4) Shri. M. G .. Mody~ 

(5) Shri T. K. Desai. 

(6) Shri B. K. Setalvad. 

ill. The Indian Insurance . Companies 
Association, Calcutta 

Spokesmen: 

(1) Shri D. Das Gupta. 

(2) Shri B. K. Setalvad 

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

Shri Feroze Gandhi: When was this 
association formed? 

Shri Shroff: In 1927. 

Shri. Feroze . Gandhi:. Has it l;>een in 
existence since then? . 

Shri Shroff: Yes, it has been in ex
istence. 

Shrl Feroze Gandhi: Is j.t a register
ed body? 

Shri Shroff: It has. been re-:ognised 
by Government and is known as the 
Indian Insuranc~ Companies Associa
tion. 

Shri Feroze Gandhi: Has this asso
ciation been at any time consulted by 
Government? 

Shri ·Shroff: Whenever any impor
tant question has to be decided this 
Association !has always been con;ulted 
by Government. 

Chairman: When was the Calcutta 
Association· formed? 

Shri Setalvad: In 1924. 
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Chairman: Have you any specific 
points to make besides. what you hav~ 
said in the memorandum? 

Shri Setalvad: I have nothing. spe
cial. 

Shri Shrofi: As you would have 
noticed from our memorandum, we 
are confining ourselves exclusively to 
the question of compensatiun But we 
are certainly at your disposal if you 
want to ascertain our views on any 
other matter contained in the 'BilJ. 

Chairman: It is stated here that in 
fairness to the shareholders the prevail
ing percentage of allocation should 
be accepted as normal and conclusive 
in calculating compensation. What is 
meant by prevailing pereentage of 
allocation? Would it not be prejucicial 
to those who .for some reason may not 
be able to make a higher pert.t!':ltage 
of allocation? 

Shri Shroff: As you may be aware, 
before the Insurance Act wa& amerded 
in 1950 the general basis was 10 per 
cent. of the surplus arrived at on the 
basis of valuation which in those days 
used to be once in five y.?m-s. This 
means that lU per cent. of the surplus 
went to the shareholders. That Act 
was amended in 1950. I arn drawing 
your attention to. the facL ti.la't tne 
draft Bill itself provided for the con
tinuance of 10 per cent. In the Select 
Committee, it was further considered 
and then it was brought to 7 t per cent. 
Since then, excepting four cu;npa:ries, 
all the life companies have allocated 
7! per cent. of the surplus as the share 
of the shareholders. c;o f:1r as our 
information goes, it was four com
panies. But in this matter, I want to 
make one submission. It is not possi
ble for any individual or even for the 
association to compile any accurate 
information. That can be supplied 

·only by the· Controller. But subject 
to such information ·as is available to 
us, it was only four, 

• Shri M. C. Shah: Are the members 
of the Association ·confined only,. to 
insur:mce companies? 



~:.· ..~:J,._.: \)t..i ;,.·~- .. ~--,~--::. :. 1 :_·_, ... ," 
Shli Shroff: We have got a member

ship of 52 companies of whom com
panies which also do life business

. composite ... companies-are members. 
But companies which are exclusively 
doing life business are not members 
~of-·thiS;-assaciatiott. < :,. ;'· . ,; : .. ! 

Sbri M. C. Shah: Is this Association 
c~_mposed of only composite cumpa

' nies? 

Shri Shroff: Both general and com
posite. 

Shri M. C. Shah: That means mem
bership consists of both. the general 

. companies and composite companies. 
It is .. not exclusively general com
panies. 

Shri Shroff: That is right. 

Shri Sadhan Gupta: It appears· that 
the Association is an association or 
general insurers, and the composite 

·.companies came. in because they were 
. doing general insurance business, and 
. tne life insurance concerns were ex
. eluded. 

Shri Shroff: Only companies which 
"' do exclusively life business art! nut 
· memners. 

Shri Nambiar: ln their Memoran
dum, the Indian Insurance Companies' 

. Association, Calcutta have said in the 
nrst paragraph; "Our Association re
presents Indian Insurers transacting 
General Insurance business in the Cal
cutta area including Composite Offices 
transacting both life and General in
surance business". This shows crearly 
that you are more concerned about 
general insurance than about the life 
insurance business. 

Shri Feroze Gandhi: You may 
clarify the position. 

Shri Shroff: Both the Associations. 1n 
, Bombay and Calcutta are the indian 

Insurance Companies' Association 
having on their roll Members who are 

26 

doing• only general business and also 
those doixlg .composite business, that 
i~ to'· say, boih· ·geiierM an.ci life bu5i
ness: Companies doing exch.isively life 
business are not Mem!:>ers of this 
Association. It will be appreciated 
that companies which are composite 
companies are as much interested in 
_life insurance · business as ·they are 
inter'ested in general business. As a 
matter of fact,. in some cases, the com
posite companies are more interested 
in life business than they are in 
general business. 

Shri T. -N. Singh: Out of 52 com
panies which are your Members, how 
many are composite companies? 

Shri Shroff: So ·far as the Bombay 
Association is concerned, out of 52 
companies Who are Members, there 

·are. 3~ . composite companies who do 
both general and life business. 

. Shri Setalvad: Out of 50 Members 
m the . Calcutta Association, 36 . are 
composlte companies doing life busi
ness . 

~hairman: You can explain your 
pomt on the percentage o:f a.llocatton. 

Shri Shroff: Before 1950, the general
ly accepted percentage was 1o al
.tl_J.o~gl).~i~ !~ ~~~~ that there vrer~ two 
or three compantes, perhaps· Who w 
cha g· 1 th . ' ere r mg ess an that as a share t 
be appropriated from the surplus !o~ 
the shareholders. After the am d 
ment of the Insurance. Act in 1950 en • 
rna · . . , the xunum pernusstble under the 1 
was. 7l per cent. and as I ment· aw 
-ear~er, :~:J!:r;:_epti!}g·:t}:lr~ .or :fou loned 
Panles di .. ~- . r com-, accor fig to the . illfo -. . 
available to us, others cont' rmahon 
appropriate 7i per cent. ou~~ed ~o 
surplus as share to . the shareho~d:rs~ 

Shri Sadhan Gupta: Isn't 't 
th th · 1 a fact 
k 

att the. brggllest . companies usually 
-.ep . .. eu:. a o~a bon to shareholders 

·well t;tnder 7i ·pen. cent? : Orierital aP
p~opnated about 3·4 Per cent. and 
Hmdustan Co-operative appropriated 
under 7! per cent.-I forget the actual 



figures. I have not got the figures for 
New India. Would that not show that 
it was considered fair to allocate that 
much to shareholders? 

.. Shri Shroff: I am not in a. position 
to correct this information, or confirm 
or contradict it. 

Shri Feroze Gandhi: W mild you 
please give the position of New India? 

Shri Shroff: I may be allowed to 
ampiify my point. It is suggested that 
there were sonie · big companies which 
were charging iess than 7! per cent. 
This information was certainly' with 
Government and Parliament when the 
Act was amended in 1950 and with 
full knowledge of the fact that there 
were a few companies which were 
charging less than 7! per cent., the 
generality of the conditions was taken 
into account and the Padiament with 
full knowledge of the fact that three 
or four companies were charging less 
than 7! per cent. still considered that 
7! per cent. was a fair appropriation 
for the shareholders. 

Shri Sadban Gupta: Isn't it a fact 
that Parliament was only putting in a 
ceiling on the allocation and as a 
matter of fact several companies 
thought it fair to keep the allocatiOi"l 
much below the ceiling? 

Sbri Feroze Gandhi: That is why I 
want you to give us the percentage 
which New India gave. Would you be 
in a position to give that? 

Shrl . Shroff: I would rather talk on 
a ?~nerai basis than go illto the cases 
of individual companies. If arty Mem
ber wants information about any one 
particular coinpariy, · I am prepar7d ~o 
submit it. So far as New Ind1a. 1s 
concerned, before 1953, valuations 
were made on the basis of appropriat
ing 10 per certt. o! surplus for the 
benefit of the shareholders.· When the 
Act was arriehded in 1950 in all subse
quent valuations-we have made only 
one valuation · in 1953-we have ap-
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propriated only 7! per cent. for the 
shareholders in 1953. 

I submit that in view of the back
ground that upto 1950 every company 
was allowed to charge 10 per cent. 
with the exception of a few companies 
which did not-may· be three or four 
companies-and the fact that Parlia
ment after taking into consideration 
the generality of the conditions pre
valent in the life insurance business 
in India, determined 7! per cent. as 
the maximum, and in view further of 
the fact that the Act was amended only 
in 1950, the experience gained so far 
has not been of a character to justify 

-disturbance in the ratio which was fix
ed only five ye:~rs ago. We would like 
to understand what has happened in 
between 1950 .. when the auestion was 
.thoroughly sifted by Parliament ·and 
now to justify disturbanc~ of the fiXa
tion of 7! per ce.nt. as the appropriate 
share of the sh8reholder,; out of the 
surplus. 

Chairman: There were certain 
companies which preferred, in spite of 
the ceiling of 7! per cent., to appro
priate something less thim that, there 
in may lie the explanation that you 
seek. 

Shri Shroff: I am prepared to con· 
cede one thing. If life insurance busi
ness was allowed to develop as it 
started developing . in the. last few 
years and if further experience was 
gained over a period of 10, 15 or 20 
years when a certain trend would be . 
established-by trend I. mean the 
trend of new business which com~s· to 
companies every year, the trend to 
mortality experience, the trend of 
interest yields, the trend of. expense 
ratio-if all these were established 
over a period of ~0, 15 or 2~ year_s, I 
submit that that would be a situation 
where we could review whether 7! 

l;>er cent. as share of t]le shareholders 
was a fair ratio or it could be revised, 
but in the light of the fact that it was 
revised only five years ago, sufficient 
experience has not been gained to 
justify a. revision at this stage. 



Chairman: It is stated that . if 
overseas Life Section is taken away 
from composite companies, there will 
be a crippling of their general insur
ance as well and the companies will 
.be faced with the problem of . costs. 
How many Indian companies do 
foreign business also? 

Shrl Shroff: If I may first deal with 
the general question, it would cripple 
the capacity .of the companies doing 
·general business. Every composite 
company doing both life and general 
business had a pattern of its own 
organisation and it· is obvious that a 
company which has different cate
gories of business, sets up an organisa
tion in surh a way that it could 
economise on all categories of busi
ness. If, for instance, New India, had 
a number of branches all over India, 
in running its offices, it would have 
one cashier, one ·accountant and one 
secretary whose general functions 
would be to supervise and attend· to 
this type of work· for both the Depart
ments, general and life. If now the 
life business is taken away from the 
composite companies, it would call for 
an entirely new pattern of organisa
tion and, I am submitting· that-al-

.. though, it may be a -problem for Gov
ernment, I do recognise it must be an 
enormous probl~m to integrate 152 
companies all over India-! do want 
to submit that Government knew the 
terrific head-ache in reorganizing our 
own patterns. There is difficulty even 
in getting accommodation. We have 
our offices in two rooms where we do 
both life and general business. If 
these businesses are going to be 
separated, we are going to be faced 
with the problem of finding office 
accommodation in a number of places. 
This is only an illustration. 

Shri M. C. Shah: What is your plea 
therefor? 

Shri; Shroff: What ·I am saying is 
this. The Chairman asked how it was 
going to handicap the composite com
parues by the separation of life busi
ness. I am saying that it is bound to 
in<• .. ease the cost of running the gene-
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ral business. That is C'ertain for 
composite companies. 

Ch~irman: I was going to ask you 
first JUSt to find out the information 
about the number of companies who 
do foreign business. 

Shrl Shroff: You mean general busi
ness or life business? 

Chairman: Both. 

Shri Shroff: There are about 15 to 
16 Indian companies; if you will par
don. my s~ying. so, important com
parues domg siZeable business· there 

1 ~e abo~t 15 or 16. These ar~ doing 
life busmess outside India. There are 
about 7 .odr 8 companies who are doing 
a ~ons1 erable amount of general 
bus~ess abroad. Separation of life 
busmess from general business in 
India itself is a problem. 

. Chairman: I would like. to know 
lf you c~ give me an idea, what i~ 
~e maxl.mum percentage of foreign 

b 
e. busmess to foreign composite 

us1ness. 

S~ri Shroff: From the figures so far 
~Vallabl~ to us, there is an outstanding 
life busmess of about Rs 80 
don.e by Indian companles o~~f~! 
India. Rs. 80' crores of business are in 
force. If you take an average of 5 
per cent. as premium income 't . 
about Rs. 4 crores to Rs 41 ' 1 lS 
th t · · l!' crores 

a. ls, the annual premium that 
Indian companies are making b d 
on the life insurance business. a roa 

Chairman: What will b th 
centage to the total bu . e ? e persmess. 

co~W:i Shroff: It is very difficult to 
Pile. If I may be permitt d t so far · e o say, 

Indi as general business of the 
. an. companies are concerned, they 

~re domg business which gives about 
s .. 31 crores of premium,. that is from 

busmess that they do outside IndJa. 

If You take the roligh figure of 
Rs. 1,200 crores of business in force in 



India, including those of Indian com
panies and foreign companies · operat
ing in India, this is the figure on 19th 
January. Against this, Rs. 80 crores 
~f business ha~ been done by Indian 
companies abroad. · 

' Chairman: From the Corporation's 
point of view, would it be advisable 
or feasible to deal with a number of 
companies even though some of them, 
or a quite number of them, have only 
negligible life business? 

ohri Shroff: In India or abroad? 

llhairman: Abroad. 

Snri Shroff: It is entirely a matter 
for Government to decide. 

Chairman: What about your views? 

Shri Shroff: I think it has taken a 
lot of effort to do or establish our
selves in foreign countries. As you 
may be aware, there are a number of 
difficulties. The foreign government 
has its own ideas of granting licences. 
That government has its own restric
tions and limitations about the invest
ment of funds~ There are tremendous 
difficulties in getting trained person
nel. - If you ask for our views what 
I would say is that Government 
should examine the position of indivi
dual companies, their record as to 
what sort of progress they have made 
abroad, what is their potential for 
increasing life business abroad etc. 
On the basis of these consid-erations it 
is entirely for Government to decide, 
if they ultimately decide to give its 
foreign business to Indian companies, 
to whom they should give, on what 
basis they should give and on what 
terms they should give. If I presume 
to be in charge of this business in 
Government I would proceed on these 
lines. After all, in deciding this mat
ter there must be certain principles on 
which you have to proceed. As I have 
enunciated certain principles, you may 
look into the position of the indivi
dual companies, their record of what 
they have done abroad, of their capa
city in India to sustain the business 
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etc. They have got to expand in 
COUrSe ~f time. 

Shri Matthen: With all the com
panies that are· workiilg in foreign 
countries would· you prefer ·a new 
company being formed, with ·others 
also? · 

Shri Shroff: You may form a new 
company. But you will. be up against 
a very serious fundamental difficulty. 
The companies which are operating 
today in Pakistan or Burma or South 
Africa - or Singapore have obtained 
licences to operate. If a new company 
is to be formed, that company will 
have to apply to the various foreign 
governments to get a new licence. 
You may get a licence or you may 
not get a licerice. That is the funda
mental difficulty. I am sure you 
know as to what has happened to the 
State Bank of India. 

Shri Matthen: You have stated that 
we have got about· rupees 80 crores 
of business. Could you give us some 
idea of the rate of· progress for the 
last five years? 

Shri Shroff: The main progress that 
insurance companies have been able 
to make was during the last three or 
four years when they have been able 
to make considerable headway. 

Shri 1\latthen: What is the rate of 
progress? What is the percentage? 

Shri Shroff: I am afraid I haven't 
got the figures. 

Shri 1\latthen: But you think it has 
tremendous potential to expand. 

Shri Shroff: We are convinced 
about it. If I may refer to one 
personal experience I was recently in 
East Africa. There the Indian com
panies · are do~g fairly substantial 
business and my assessment of the 
situation is this:· East Africa today 
offers a very substantial potential for 
expanding our business there. We have 
for instance, 250,000 of our country~ 
men living in East Africa:. ·Besides, 



the East African lives have riot yet 
been insured on any orgairiSed basis 
even by the giant British comp~es. 
.AS a niatter of fact~. soon after .. my 
rettirn from East Africa I have been 
studyi.Iig . the possibility of doing 
pioneering work in the matter of life 
insurance in East Africa which had 
not yet been done and there are 20 
million people there. · 

. . . . . 
J ) 9 ,L ,,• • • '" • , 

· Chairman: I would like to put for-
ward before the Cozmillttee the two 
points 'on which you might elicit in
formaiion:_(l) . their views with 
regard to compensation arid. (2) theb: 
views with regard to life insurance 
work abroad.. TJ:iese are the two mairi. 
points on wliici;l tiiey. h~ve' stihmltt~~ 
their. nieinorandtim. I woUld like Mr. · 
Shroff to eiab-orate hiS pomt of view 
on these two pomts. so that the Mem
bers may then ~k questions. 

.. Shri Shroff: . Since· I was on the 
question of foreign business if you 
allow me to complete it, then I shall 
answer the questions. 

As I said, during the last three or 
four -years Indian companies doing 
business abroad have started making 
headway. You will be interested to 
know that even in a country iike South 
Africa ·where we as Indians suffer 
enormous disabilities, for the last 20 
years the companies have been operat
ing there; We have not only been 
operating there, but I would be able 
to satisfy you that we have been able 
to maintain our position vis-a-vis the 
South African, British and foreign 
compaities. I am certain-and I am 
speakirig ori behalf of the companies 
which had experience of operating 
there-that if those companies are 
allowed· t:b.e freedom to continue their 
work abroad, in the course of the next 
few years we would be able to obtain 
for Indian companies a fairly substan
tial position vis-a-vis . the very big 
British companies. Our experience in 
recent years in the Far Eastern coun
tries has been so encouraging although 
.that is not :ror life; thai is for general 
business. Then, in spite of very 

9o 
powerlui competition, in · a country 
like Japan iiuring the last four or five 
years we have established a position 
whlcli is comparable to the position of 
any weli-esiablished irisurance com
pany in the world. That is about the 
foreign business. 

. ' 

. No~ I. wi.ll ~orne to compensation. I 
liave cllieiidy dealt: with the point of 
a share cif n per cent. going to the 
shareholders. My ·basic plea before 
you is this, and l fuld it was mention
ed even by the han. Finance Minister 
in Parliament while introducing the 
Bill and explaining some of the provi
sions of the Bill, that the correct basis 
for assessment of compensation is the 
futi.ire earriirig. capacity of the com
panies which Goveriurient have decid
ed to take over. That is . what we in 
technical terms caii "surplus earning 
~apac~ty". . The surplus earning capa
city of. any life insurance company is 
conditioned by three main factors. 
The three main factors . are: the 
mortality rate for a period of years 
and particularly during the period of 
valuation. What I mean by . that is 
this. · Whe~ we insure hundred lives 
and when the claims arise we just try 
t~ see what is the percentage of claims 
to the expected mortality. When we 
assumed or when we determined the 
pre:inium rates we proceeded on cer
tain assumptions in the light of previ
ous experience which runs over many 
decades ·of older and well-established 
companies.. We' assume that out of 
hundred lives, say, 40 or 45 claims will 
arise .. V(e also estimate. that during 
that perwd on the funds that we 
·ac~timul.ate we will earn a certain 
ra~e of mterest. We also assume that 
there will be certain ; expense ratio, 
that out of our earnuigs we will b 
spending so much to run our busines e 
an~ to service it .. These are the thre! 
.mam. factors ~n which the surpli.ts 
earrung capac1ty of a life compan 
can be assessed. y 

. Our submission is . ihis. . Th~ . best 
and the most equitable form of assess. 
ing . compensatio~ for life companies 
is to value the position of individual 
companies on the date Government 



decided to take over their business. 
For the sake of convenience though 
Government have decided to take over 
the business from the 19th January 
1956, the 31st December, 19'55 might 
be· fixed as the date on which the 
valuation of all companies should be 
niade .. I have seen if suggested that 
if will be an elaborate procedure and 
it cannot be done. After all, over a 
period of years, every company. has 
been making its valuation. Now, it 
does not take ~ore th~n four months 
to prepare the valuation. I may also 
suggest ·a machinery which·. · would 
facilitate the procedure. ·What I sug
gest is· that Government should call 
upon these companies to prepare their 
valuation as on the· 31st December 
1955. Government themselves should 
appoint an expert co:miiiittee of actua
ries or whomsoever they like, who can 
again go into those valuations 'and if 
Government are satisfied, or. subject 
to such corrections as· the Committee 
of experts may suggest, this valuation 
should be accepted and on the basis of 
that compensatiop. shc;>llld be paid. 

Chairman: That is on~ suggestion. 

Shri Shroff: Yes. Then we consider 
that the formula ·laid down in the 
~:Jched.ule to the Bill will not.work out 
equitably-inter se equitably-to all 
the· compahies. The formula proceeds 
on the basis of taking an average of 
the two ·last valuations. Unfortunate
ly, in the case of a large 'n~ber of 
companies the period of this valuation 
differs. There are a large number of 
companies whose last valuation was 
only in 1953 and there are other com
pa~es' whose valuation was in 1954. 
I am si.tre you and members of the 
Committee must have noticed that a 
tremendous progress has been made 
by life insurance companies in India 
during 1953, 1954 and 1955. As a 
matter of fact, we have established a 
new trend in life business in this 
country and we personally would be 
terribly disappointed, whether it is 
r~ by Government or by private 
business, if that trend is discontinued 
instead of it being reinforced in future 
years. When we have established a 

new trend of increase in the life busi
ness, it would be ineq].litable, I submit, 
to' value the. business! which 'you are 
.going to take over as on 3lst Decem
ber, 1955, on the basis of our. valua
tion of, 1953 ~or ].g'54•'anCi' partr~ularly 
the· average of the two. Arid the in
equity is further enhanced by ·this: if 
you take the average of the two valua
tions, the first was triennial valuation 
made under the Amending Act of 1950 
and the past valuations were made for 
quinquennium .. 

To illustrate, the business in force 
on 31st December, 1955 orily for Indian 
companies-excluding foreign com
panies operating in India-is estimat
ed at Rs, 1,100 crores. If you take the 
me~ 'of the .. two past valuations-the 
first one o{ five years and the second 
op.e of three years-the mean is reduc
~~ to !ls'.' 690 ~rores. ·I would' submit 
for your consideration whether it is 
equitable that you should take o~ 
business which · is estimated to be 
:ffs. 1,190 ·crores · on 31st Decem
ber, 195'5 and you give' compensa- • 
tion to companies on . the . mean 
business of the two previous valua. 
ti!Jns, which is only Rs. 690 crores. 
Taking the totality of these factors 
J ~~bmit for . your consideration whe~ 
f~er. ou.r plea io; not· correct and justi
fied. Whereas · we should be 'entitled 
to get ht,mdred per cent. from the 
GovefUment, by . the very fact that 
you are takip.g the me~n· of· the past 
two valuations, you are summarily 
reducing our business from Rs. 1100 
to Rs. 690 crores~ 

If you also implement the formula 
given in the Schedule· to the Bill that 
instead of he practice of taking 7 ~% 
as the share of the · shareholders it 
will be summarily reduced to 5% then 
in the ultimate analysis, whereas we 
are entitled to 100 you are trying to 
offer us · only 35. I only submit 
for your consideration whether this 
is fair and equitable. 

Chairman: More than pass marks! 

· Shri Shroff: When you are out to 
take a business of this character, why 
should you leave that feeling in us? 



[Shri Shroff] 
We do submit that we have made no 
small contribution towards bringing 
the life in-,urance business to the 
existing position, and we submit that 
we are handing over a very rich legacy 
to you ..... · 

Chairman: Not to us! 

Shri Shroff: When I say that I mean 
to me and to you, both, because I 
claim to be as much a part of the 
country as you gentlemen here. 

_ Shri T. N. Singh: Let us therefore 
share it 50-50! 

Chairman: Have you anything more 
to add with regard to this point? 
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Shri Shroff: On the question of com
pensation, I have tried to put it as 
briefly as I could and those are the 
main con<>iderations; - I am again 
pleading that you will be taking 100 
on the basis of the schedule but 
actually offering 35. 

Shri S. K. Patil: How does it come 
to 35? 

Shri Shroff: If you like, I shall 
recapitulate. I am afraid Shri Patil 
was not here then. 

Shri S. K. Patil: I was here and I 
was hearing you. From 1100 crores to 
690 crores and from 7! per cent. to 5 
per cent. will not make it 35 per cent. 
It must be more than 40 per cent. 

Shri Shroff: As I said, you are tak
ing over Rs. 1100 crores of business 
outstanding on the 31st December, 
1955. On the basis of the formula 
in the schedule you are offering 
compensation on the mean business 
of the two past valuations, which 
works out to Rs. 690 crores. 

Shri S. K. Patil: That works out to 
about 63%. 

Shri Shroff: Then you are saying 
that instead of taking 7!% which is 
the share appropriated for the share
holders, you will cut it down to 5%. 
You are reducing that again by 33%. 

Shri S. K. Patil: That would come 
to 40%. I am merely contesting that 
figure 35. 

Shri Shroff: Then I was explaining 
to you. the three main factors which 
determine the surplus earning capa
city of the life companies, namely 
mortality experience, interest yield 
and the expense ratio. I venture to 
point out that if valuations were 
made for life companies as on the 
31st December, 1955, you will see an 
improvement on all these three fac
tors. We have improved the interest 
yield on our funds. Since our last 
valuation, our mortality experience is 
better and we are showing a much 
larger margin of expense ratio •• 

Shri T. N, Singh: For mortality 
rate, should the credit go to the 
Health Minister or to you? 

Chairman: Who will take the credit 
for the lower mortality rate? 

Shri Shroff: You can give the credit 
to whomsoever you like. 

Pandit K. C. Sharma: There is such 
a thing as capital gains tax. 

Shri Shroff: If it is levied some 
time in future, we will all pay it. I 
should like to know what considera
tions you have in view which have 
brought about this improvement. 

Pandit K. C. Sharma: There are 
several factors. The credit of the 
Government is there. You cannot 
improve your business without the 
stability of the Government. 

Shri Shroff: I claim also to be a 
contributor. 

Pandit K. C. Sharma: What is your 
particular contribution? · · 

1\lr. Chairman: Have the represen
tatives of the A<.lsociation anything to 
say with regard to these points or 
about the life business abroad? 

Shri Setalvad: We have nothing 
else to say except that the general 
companies who are doing life business 
should be allowed to do life business. 



Chairman: Have you . anything 
to say about the other points? 

Shri Setalvad: No. 

Shri T. N. Singh: I will take first 
the question · of compensation. You 
have stated that formerly 10% of the 

·surplus was available to the share
holders· for distribution. Latterly it 
was reduced to 7!%. May I know as to 
when it was 10% and what was the 
total available? After all, the num
ber of share-holders must have been 
the same. What was the total amount 
available for distribution among the 
shareholders then and what was the 
amount when it was reduced to 7!%? 

Shri Shroff: ·Do you want it for all 
companies? I am sorry I have not 
got the figures for all the companies 
with me. In general experience, 
what would happen is this. At the 
time we were providing 10% as t'hc 
share of the shareholders the 1950 
Act was amended and since then it 
Was 7!% except in the case of three 
or ·four companies. It is only when 
busines.s expands, and particularly 
when business proves to be profitable 
even at ·a lower ratio, that the actual 
quantum coming to the shareholders 
is bound to increase. 

Shri T. N. Singh: What is the quan
tum? Is it more on the 7!% basis 
than on the 10% basis? 

Shri Shroff: It varies with different 
companies. Companies which have 
substantial increase in their business 
will have the quantum increased. 

Shri T. N. Singh: Would you like 
that these companies which have in
creased their business should get a 
higher and higher return irrespective 
of any other limitation? 

Shri Shroff: I submitted at the very 
outset that since this amendment to 
the Act was in 1950, we have not had 
sufficient experience to decide on a 
revision of it. In the case of most 
companies, after the revision of this 

· ratio, only one valuation ;has been 
made. 

Shri T. N. Singh: This expansion 
has been phenomenal and so I may 
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take it that the return to the share
holders should also have been cor 
respondingly phenomenal. 

Shri Shroff: The quantum due to 
the shareholders is bound. to. increase. 

Shri T. N. Singh: In view of the 
general trends here and the national 
policy with which I hope you all 
agree ..... 

Shri Shroff: I do not know what 
trends you are referring to. I may 
not be concuri.-ing · with any trends 
that you may be referring to. 

Shri T. N. Singh: That is why I said 
that I hope you all agree. I felt that 
the. general desire was that nobody 
should get inordinately higher com
pensation as compared with the com
pensation being given in other fields. 
Supposing some persons have invest
ed 100 and they get 100 to 105. If · 
other parties are getting 105, in justice 
and equity the others coming in should 
also. get near. about that figure. If 
they are to get 150 and not 105, that 
will amount to discrimination. 

Shri Shroff: Inter se, among all 
insurance companies you should reach 
a formula where there will be no 
discrimination. 

Shri T. N. Singh: We are paying 
compensation to the Imperial Bank; 
we are paying compensation to the 
zamindars; we have paid compensa
tion whenever we have taken over 
any concern or . any economic activity. 
I think that you realise that any 
compensation to be fixed in any indi
vidual field will have to be in line 
with what has been done in other 
cases. 

Shri Shroff: Since I have not got 
before me the information relating to 
the compensation in other cases, I 
would refrain from expressing an 
opinion. What is b~fore. me is s?me
thing which is specified m the Bill. 

Shri T. N. Singh: I thought it was 
all very well known as to what hap
pened in the case of the. zamindaries 

and in the case of the Imperial Bank 



Shri Shroff: I do not know if you 
are inviting my opinion which I 
thiclt may not be relevant here. But 
if yo~ want my opinion ..... . 

Shri T. N. Singh: I only ask~d the 
question b~7c::~:~~se. in . certain · cases 
there were· certrun kinds of compen
sation. · In this line also it should be 
kept.' up, and shmild be l~ted as 
case.s crop up one after another. That 
was .. a matter of po.licy, and so I 
wanted "your opinion. If you are not 
prei>ared"to · giv~· yo~ ?P~nion, that 
is · rui6th~ m~t~~r. · · 

Shri Shroff: What is the opinion 
required? 

Shri T. N. Singh: On the question 
of the principle. Should we follow 
a -consistent . policy-this national 
Government of o~r should we 
vary . it according to individual cases? 
This. is the specific point I want to 
know. 

Shri Shroff: You will· have. to vary 
that f!Ccording to individual cases. 

Shri ·T. N. Singh: Now, in regard to 
the quantum of . compe~~~iO!l,: there 
may be a yiew that nobody w?o ~as 
already got more ~an the cap~tal m
vested in -the shape of return should 
get anything more-the principle of 
Damdupat,-a p:r;inciple which has 
been applied in the case of the zamin
daris ·and which means practically no 
compensation. . How would you react 
to·that? 

. Shri Shroff: My reaction would be 
violent disagreement with that view. 

Shri T. N. Singh: In that case, 
between; these two extremes, what is 
your .via media as a compromise? 

Shri Shroff: I have already put be
. fore you my suggestion. 

Shri T. N. Singh: I want to know 
on the basis ofthe 7}%. 

Shri Shroff: I have said that this 
has been the practice since the Act 
was runended in 1950 and that we 
have not yet acquired sufficient ex
perience to revise it. 
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Shri T. N. Singh: Do you want 
some other year to be taken? 

Shri Shroff: If you have an average 
of the last two valuations-~ a num
ber of . companies 'you are bringing 
down the last valuation only to 1953, 
where there has been a substan¥a1 
progress in business in 1954-55-my 
submission is that weightage should 
be given to the increase in business 
since the last valuation. 

Shri T. N. Singh: Another question 
is ' in :regard to the foreign business 
that you have raised. I pres?Ine you 
represent · the companies which are 
partly composite companies, not 
merely life companies. Now, in re
gard to them, why do you contend that 
only some of. the select companies 
should be' given that. right, and what 
will happen to the numerous life 
compahles? ' · -

Shri Shroff: . I have never pleaded 
for them: I :oDly stiggested a few prin
ciples ()~ the qasis of wftich Govern
ment might' decide: . If Government 
d~cide ·to give ·foreign business to any 
Ind~an companie~, I think Govern
~ent should select a few. 

Shri T. N. Singh: So, you leave that 
discretion to the Government. You 
accept '-the principle that according to 
merits certain selected companies can 
be given this. You have no objection 
to the provision as contained in the 
BHl, Is that so? 

· Shri Shroff: As I see it, Govern
ment are assuming powers to transfer 
th~ business if they think it necessary 
or desirable to do so. 

Shri T. N. Singh: That is in order 
to avoid any kind of heart burnin,g to 
one company .or the other. What will 
be your react1on to this? 

Shri Shroff: I am perfectly recon
ciled· to wh~t h~s ~appened. If Gov
ernment think 1t 1s desirable, it is 
practicable and it is going to be a 
workable arrangement lfor them to 
take over also the foreign business of 
Indian life companies, certainly Gov
ernment are competent to do that. 



Shri 1\latthen: Let the Government 
do whatever they like~ You need not 
fight shy of expres.sing y~ur opinion. 

Sh~i Shroff:. I have pointed out ,only 
one difficulty-the hon. Finance Minis
ter has also mentioned it....:...with regard 
to business in foreign countries. But 
the first difficulty will be to get the 

· licence. The Government of India 
or the new corporation may get a 
licence, but the difficulty is certainly 
there. 

Shri 1\lora.rka: Just now when you 
were explaining the basis of compen
sation, you said two things. One was 
that the compensation was inadequate. 
Secondly, you said that the method of 
calculation inay be ·so inequitous ·that 
it i:nay be discriminatorY- betw~en the 
companie.> intense. As regards the 
first point, you fully explained that. 
Now, could you kindly explain the 
second point also, namely, how the 
method of calculation would be dis
Cl"iminatory between the. companies 
intense? 

Shri Shroii: The Schedule says that 
we have to take the average of the 
last two valuations. A number of 
companies have their valuation as on 
31st ·December; 1953. But there are 
some companies which valued their 
business in December 1954. Since 
there has been a big change in busi
ness since 1953, it may not be quite 
correct if you take that" as the final 
basis. Therefore, I suggest that the 
basis of vauation should be as on 
31st December last for· all companies. 

Shri l\lorarka: Th~refore 
to you, would it happen' 
companies transferring ·an 
bundle . of assets may get 
kinds of compensation? 

Shri Shroff: Obviously. 

according 
that two 
identical 
·different 

Shri Morarka: So, according to you 
if two companies value their busines~ 
on two different dates-one in Decem
ber, 1953 and the other in December, 
1954-would the method of valuation 
be different? 

9S 

Shri Sl~roff: It will differ in the 
sense that when you make a valuation 
at· the end of every three years, 'the 
valuers go by certain fi~es. . Valua
tions are made on their aCtual experi
ence and on certain assumptions. In 
some cases valuation may be liberal 
"\Vhile in some it may .be stringent. It 
has'now beco_me a common experience 
of all that a well-managed company 
can earn, on an average, 4~ per cent. 
interest. But valuation is made at 2 
or . 3 per ~ent. If in 1954,. as against 
1953,. the valuers feel·that they should 
take 3~ ·per cent. instead of. 3, then 
fhe ·surplus will substantially increase. 

Shri 1\lorarlm: That happens in two 
different years. Now what I wimt to 
know is whether there will be a differ
ence in method in one and the same 
year, between twd differe:n,t · com
panies? 

_ Shri Shroff: 'It differs. 
' Shri l\lorarlta: That is one company 
may : adopt a more liberal method 
while the other may adopt a stringent 
method? 

Shri ShroJf: That is true. 

Shri l\lorarka: Therefore; do you 
think it "\~auld be more desirable· to 
have the re-valuation made on a com
mon standard for all the companies 
on the specified date? 

. Shri Shroff: Even if you do not do 
that, at least there should be a com
~on basis for aU the companies. The 
purposes will be achieved if )lOU value 
the business on one date, namely, the 
31st December, 1955. But this should 
be applicable to all companies. 

Shri ~iorark~; · E~en then, if you 
permit. the· <;ompanies to continue to 
have some method of valuation, 
though it is on the same day, .. ·.· .. 

~lui Shroff: ... ~ . . there will be 
some difference because some com
panies may nave a stringent method 
:whereas _other companies may have a 
liberal method. 

, Shri ~lorarka: Some companies may 
be valuing their investment on the 
book vall.ie basis and some will take 
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it according to·the market price. There 
may -consequ17ntly be a difference, 
unless there is a common method of. 
valuation for all. 

·sm:i Shroff: :Under the law, we have 
to take it according to tl:te market 
value. If there is a surplus, you.have 
to credit it. If there is a deficit, you 
have to provide for it. In the case 
of those companies. which made their 
valuation. in December, 1953, some 
deficit WaS found. There was a differ
ence between market value and book 
value. Immediately they had to pro
vide for that deficit. One such com
pany had · to provide something like 
Rs. 25 lakh~: The same company that 
bad its valuation made in December, 
1955 has a sulplus to the extent of Rs. 

Sllri 1\1. D. Joslli: You are plea~ 
for taking surplus as projecte~ upto 
31st. December, 1955 as a basis for 
compensation. I want . to .know 
whether there was any increase 1n the 
expenditure. 

85 lakhs. . 

Shri 1\'lorarka: What according to 
you would be the difficUlty if the re
valuation is to be made, say, on 31st 
December. 1955 or 19'34 for all the 
companies? · 

Shri Shroff: I see no difficulty. We 
are all accustomed to make our 
valuation periodically. I do not think 
it will take more than 4 to 5 months. 
Let the Government have an expert 
committee for this purpose .;and let 
them examine the validity of that 
valuation. 

Shri M. D. Joshi: ~he Chairman 
had asked you about the percentage 
of life business to the total composite 
business done outside. What is the 
percentage? 

Shri Shroti: I think I have mention
e~ the fi?ures. _The total outstanding 
life business of Indian companies 
operating abroad at the end of Decem
ber, 1955 was of t~e nature. of 80 
crores. 

sliri 1\'1. D. Joshi: I wanted percent
age. 

Sbri Shroti: I gave those figures 
also. All the companies which operat 
:for life bus.iness do not operate fo~ 
gen~ral bus\n:ss. The Indian com
p~es operatmg . abroad for general 
busmess had an annua,l premium of 
~IE crores as on December, 1954. 

Shri Shroff: That will be found out 
when the valuation is made. 

Shri 1\1. D. losbi: Can you give us 
some idea about this? 

Sllri Shroti: When the valuation is 
made as on December, 1955, t~e actual 
expenses incurred have the company 
during that period will be reflected. If 
there is an· increase, to that extent it 
will reduce the surplus. 

Shri l\1. D. Joshi: The total amount 
of compensation should, according to 
the Government proposals, come to 
3 • 2 crores of rupees. 

Shri Shroff: Less the capital of the 
companies. 

Shri M. D. Joshi: According to ycur 
calculation, how much will it c_ome to? 

Shri Shroff: Unless· you see the busi
ness as on 31st December, 1955, you 
cannot say that. I won't, therefore, 
hazard an estimate. But I must say 
that it will be substantially higher than 
that figure. 

Sbri 1\'1. D. Joshi: Could you give 
Us a very rou~h idea'l 

Shri Shroff: There are about 152 
companies and it is not possible for 
me now to say how much it will be. 

Shri V. B. Gandhi: In your reply to 
Mr. Morarka, you said that in making 
valuation companies may adopt dif
ferent bases. For instance, some may 
adopt a rate of interest at 2! per cent. 
and sometimes the· same company in a 
different period may decide to adopt a 
rate of interest at 3.1. per cent. Ac
cording to you, you 

8 
would like the 

valuation as on 31st December 1955 to 
be adopted as the basis for compensa
tion. Don't you think that most com
panies will, in that case, adopt tll.e 
more optimistic and more prot\taDle 
rate for this purpose? 



Sbri Shroff: What I suggest is this. 
You let them adopt the same basis as 
they adopted in . the last valuation. 
What I mean by basis is this: There 
has to be a liberal margin provided 
between your assumed rate of interest 
and ultimately the actual rate of 
interest. All well-managed companies 
are earning about 4} per cent. though 
they have been sufficiently stringent 
in the valuation. In most of the cases 
valuation is done at about 3 per cent. 
So, there is that gap of 1-~ per cent. 
between the actual return on the in
vestment and the assumed rate. It 
;makes valuation sufficiently consoli
dated. 

Shri V. B. Gandhi: You know that 
both in this country and other coun
tries socialisation has taken place in 
respect of many kinds of undertakings. 
Now, take for instance, in England 
When they took over the steel industry, 
for the valuation of the undertakings 
they accepted the formula of taking 
share prices as shown over a number 
of years previous to the date of taking 
over. The fdea was to arrive at a 
stable rate of earning capacity and all 
that. You do not seem to agree with 
the basis as proposed in the Bill which 
is somewhat similar to the basis adopt
ed in other cases of industrial under
takings. 
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Shri Shroff: I submit it is very very 
d;fferent ..... . 

Shri V. B. Gandhi: Do you think 
there are any special features which 
Probably make it necessary, according 
to You, to discard this average of two 

'Previous valuations and have your 
compensation based on the valuation 
or the latest period? 

Shri Sllroll': Do you want me to 
compare the basis of compensation 
adopted in the case of stock-holders of 
the British steel industry with the 
compensation offered to Indian insur
ance companies? If that is so, I may 
po;nt out that what applies to manu
faturing companies does not apply to 
insurance companies for one obvious 
reason, namely, manuf::tcturing units 

have a certain installed capacity and a 
certain operating capacity. Unless the 
plant and machinery is substantially 
added to that unit, the earning capa
city of that unit is taken in terms of 
its maximum installed capa.city which 
may yield one million tons or so. You 
cannot suddenly change it to 2 million, 
3 million or 5 million tons. In the case 
of insurance companies, the outstand
ing business is something which 
assures you some return over a period 
Of 15 or 20 years. So, the conditions 
are entirely dissimilar. · 

-Shri V. B. Gandhi: Now ;YOU said 
that a few companies appropriated out 
of their surplus for shareholders less 
than 7! per cent. that is permitted. 
You also said that there were only 
about four or five companies who did 
so according to your information. Do 
these companies happen to be among 
the largest ones? 

Shri Shroff: One is the largest. I 
have before me the fi.eures of these 
companies. It you permit me, I can 
name them now; otherwise I will not 
be able to clarify the position. 

There are the Oriental, Bombay Life, 
Western India, Hindustan Co-operative 
and Metropolitan of Calcutta. In the 
case of the Hindustan Co-operative, I 
think they did certain things laid down 
in their ·Articles of Association and 
also in their original Prospectus when 
the company was floated and also in 
the conditions on which they did life 
business. They have done life busi
ness on the condition that they will 
not charge more than 5 per cent. of 
the surplus . That is laid down actual
ly in their Prospectus. 

In the case of Oriental, it has varied 
during recent years. l find that during 
the last 10 years ,they have charged as 
high as 6·6 per cent. and they have 
charged as low as 3·5 per cent. and 
the avera!;e works out to something 
like 4:4 or 4 5 per ce11.t. 

In the case of Bombay Life it is 4·1:i 
per cent. and in the case of Western 
India, it is 4•1 per cent. 



In Le:,;ard to the Metropolitan, the 
information is not available with me. 

Sh.ri Feroze Gandhi: It is ·50 per 
cent. 

Shri V .. B. Ganllhi: Since these com
panies could legally appropriate 7?J- per 
cent: and decided to appropriate less 
than that, what were the material con
siderations which weighed with them? 
\Vould you tell us what these consi
derations were? 

Shri Shroff: I am not interested in 
the management of these companies 
and so I wouldn't be able to tell you. 

I have already told the Committee 
that -I am prepared to concede one 
thing, that is, if over a period of yean 
other companies find that certatn 
trends are definitely established cer
tain trends in- the sense that new' busi
ness which has been increasing durinJ 
the last two years continues to increase 
at the same rate, that companies con
tinue to maintain the margin of actual -
interest yield and assumed interest 
rate · and the expense ratio over a 
period of years, I entirely agree with 
you that other companies also might 
have charged less than 7Q per cent. 

_ Slui V. B. Gandhi: I thought one of 
the considerations in the ·minds of 
these companies should have been, or 
could possibly have been, the interest 
of the policy holders "or as an aid to 
contract more business. · 

Sl~ri . Shroff: I am not prepared to 
eoncede tliat other companies had not 
the - interest of - Pol;cyholders before 
them. 

Shri V. B. Gandhi: Pe~haps, as an 
<1.::! ~o contr;::ct more business. 

~hri Shroff: If that is so I ma 
pomt _ out that the other co'm ; Y 

1 . pame:; 
w uch were ch~rging 72 .Der cent. hau 
a phenomenal mcrease in b . 
I ma . usmess. If 

y ment;on, one compan h 0 

Rs. 19,80,000 of new busine~s ;n 19~~ and in 1955, it had new lif, b . J,, 
th R " - e usmess 

~or s. ol crores, although it 
c arges 7! per cent. Thi . . 
the New India. s company lS 
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May I d1oaw your attention to the 
view of some of the Indian insurers 
and the view of the largest life operat
ing company in the United Kingdom, 
the Prudential, which has been mer.
tioned in our Memorandum? 

Shri V. B. Gandhi: You have men
t;oned it in the Memorandum. In re
dard to- Prudential, this 'view or ex
pression has been as late as May, 1953. 

Shri S. K. Patil: I am checking some 
of the very valuable information tha: 
you gave. In calculating the compen
sation,. you have made two points, 
namely, that the previous valuation3 
do not represent the correct Position 
of the companies and therefore 
valuation must be made again as upto 
31st December, 1955 and the other is 
about this ratio reduction ~rom .7?,; per 

·cent. to 5 per cent. as menhoned in the 
Finance Minister's speech. 

· Now, in this fixst one, namely, that 
there should be valuation again as 
upto 31st December, 1955, is the reason 
only that the quantum of business 
during last two or three years has in
creased or is there any other reaso 
to fix this particular ·date? n 

Shri Shroff: Yes, because it obvio 
0 

ly becomes unequitable. If You t~.: 
the average of the two las_t valuations
you come to the mean busmess ot 1950 
which for the whole of India P.orne 
to only Rs. 690 ~rores whereas ths 
business in force_ m Decem~er, 1955 e 
Indian compames excludmg fo '. of 

R . 1100 :relrrn companies, was s. cro:res. <-> 

Shri S. Ii. Patil: On this se 
h d · cond 

point, namely, t e re uc~10n of this 
ratio, you have been saymg-if 1 am· 
not mistaken-that there must b 

Period during which the results he a ave 
got to be properly assessed and Y 
consider that this five year period 

0
.u 

t •dd' IS not an adequa e peno urmg which 
these trends could be definitely estab
lished. 

Shri Shroff: Because, our la::t 
valuation was only in 1953. 

Shri S. K. Patil: . I want to know 
what you consider to be a reasonable 



period during which this could have 
been done. 

Shri Shroff· 
experience · As we go by human 
hardly • :hree to five years ar.~ 
establish~:Idered a _basis for the 
that 10 t t of a basis. I would say 
d 0 l5 Years should be consider-

~ust~fs ~h fair!~ reasonable. period to 
Y e review of the position that 

was made only in 1950. 

Shtri S. K. PatH: Another thinct I 
wan to ask 0 b 
for m k' . f course. that is merely 
ing ~ mg my point that I am a<;!;
ex~ . ny statement made by an 
that nenced person like You will hnve 

currency · tl 
onl h k' 111 1e country .I :l.m 

Y c ec mg on it. 

You were r f . 
Therefore, I e er~·mg. to 35 per cent. 
the whole ar take It Wtthout going into 
ed it gument. You have work-

out anct I h 
am merely ch . ave understood. r 
about two-th ~ckmg. It becomes, say, 
You com t Irds, because from 1100 

e o 690 th t . f 
Arithmetically· ti a JS rom 7~ to fl. 
c·ent. ' 1at comes to 42 per 

Sl!.ri Sht·on·· I 
valuat; . nvestment in 1955 u!l 

.on WOUld b 
stantially h' 

1 
e found to be s~tb-

. Ig 1er than 1 twn in 1953 and our ast valua-
out as · . ' when you work •h's we ·tri d •-• 
case of about ~ 8 to work out, in HK 
Whom we h . or 19 companies, f0r 
to only 35 ave Information, it come.; 
due to camPer .cent of what will l.Jt, 
business as Pames on a valuation of 
That 1·s my 011 31st December 19'i" 

submis'sion. ' 'V• 

Shri s. 1\: Pati 
the comp~n· I; You discussed about 
f . Ies doin b . ore1gn count . g usmess in 
that businessnes._ It Was hinted that 
should be giv'enthe Government s::n·. 
so on. . Your to one company and 
Governmebt shar_gu

1
· ment was that the 

ou d con 'd rcss · made by the n . s1 er the prng-
so on anct so fo ti ew companies n!ld 
that· if. tll"re r 1' Do. YOu SU"'""est · " \Vas '"'"' pnny . doing b . any composite ~oP'-

. usmess in th - .. 
~nd· rf . .it: had d o er unns 
tdlowed to c .0~e well, it should be 

ontmue that business? · 
Sltri Shroff· y; . · .. · 

c. af· . . . . • - ou. Wlll. please apprc-
. e my Position · · I · 

. ·· · · · · am. not here t() 
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plead for any one. company. I cUtl 

o11Iy placing our suggestions as to the 
possible principles on which the Gov
ernment might consider transfer of 
this business to' any one br two or 
three or· all companies. 

Sl~ri S. i(. Patil; I am merely sug
gestmg as a scirt of via media. Some
thing has got t~ . be done. There are 
already some companies who ate 
doing purely li!e business and there
fore they cease to exist. So their 
busi.ness has to be transferred to some 
others. Your idea see~s to be that 
instead of giving it to ·only one com
pany, it should be distributed · tc. 
several companies by fiziding out their 
$?redentia!s, .benefits and the progress 
they have made.' · 

Sllri Shroff: That is· our submission. 

Shri Ferozc Gandhi: You have stat
ed that in 1950, the percentage-which 
was allocated or whlch should be 
allocateq to shareholders was reduced 
from 10 per cent to 7?! oer cent. Would 
you agree that after reduction· of 2~ 
per cent, the. total amount of money 
available for distribution was more 
than when it was 10 per cent? 

Shri Shroff: l have explained it tc 
a gentleman here. · It will- depend 
upon the size of the business and thG 
profitability of the business. 

Sltri Fcroze Gandhi: You have 
already given figures for New India. 

. Here I have figures for five companieo. 
which I would call the biggest 
insurance companies. You have also 
the names, They are. Bombay Life 
which parted with only 4· 62 per cent; 
Oriental, which is the biggest, pa!ted 
.with 3·46 per cent; - Western "lndia 
parted with 4·14 per cent; Hindustan 
Cooperative parted with 2·82% and 
-quite a big company-Metropolitan, 
parted With only about ·52. per cent. 
If this 'is what thE( companies were 
willing to part with, why should you 
have ,any objection tp .Government 
increasing the compensation? What 
compensation the Government are 
prei?ar~d' to pay is muc;h more than 
what insurance companies have paid 
to their own. shareholders. · 



_ Shri Shroff: I presume you object 
to Government paying more to any
body. 

Shri Feroze Gandhi: What I mean 
is when these companies were parting 
with less than 7-~ per cent, what objec
tion do you have to the Government 
giving something between 7?;- per cent. 
and what they were paid? 

Shri Shroff: To these companies? 

Shri Feroze Gandhi: 
speaking. 

Generally 

Shri Shroff: Generally, excepting 
these five companies, all others were 
parting with 7! per cent. Therefore, 
we must object. These five compa
nies cannot be said to be representing 
the whole life business in the country. 

Shri Feroze Gandhi: These five 
companies between ·them hold the 
vast majority of insurance business. 
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Shri Shroff: I disagree. It is not 
correct. 

Shri Feroze Gandhi! It is absolutl:llY 
correct. 

Shri Shroff: I should like to have 
the figures which are absolutely 
correct. 

Shri Feroze Gandhi: I will give you. 
The question after all is that _ when 
these companies were" paying to their 
shareholders a certain amount wh<.t 
objection, in principle, ·do you have to 
Government paying less than 7! per 
cent. 

Shri Shroff: These companies were 
paying less than 7! per cent to the 
share-holders in 1950. When Parlia
_ment ·reviewed the whole position, 
they were doing that. They were net 
charging 7! per cent or 10 per cent in 
1950. 

Shrl Feroze Gandhi: But we limited 
it. 

Shri Shroff: The Government were 
:fully ·seized of this information and, 
as I pointed out, in the draft Bill 

presented by the Government, they 
themselves have suggested 10 per 
cent. The Select Committee aftl:lr 
consideration brought it down to 7~ 
per -cent. having full information 
before them that there were four or 
five -companies which were charging 
less than 7?! per cent. I give credit to 
Parliament that they must have con
sidered the quest~on jn a comprehen
sive way and in their opinion for the 
whole industry n per cent was con
sidered as a fair share. 

Sbri Fcroze Gandhi: When yuu 
calculate this surplus amount, there 
is an item of unclaimed balances, ti.at 
is, the firm's part of the calculate.i 
surplus. Is that correct? 

Shli Shroff: I do not know what is 
meant by "unclaimed balance". 

Shri Fcroze Gandlai: How can I 
explain to you, Mr. Shroff ,what is 
unclaimed balance? Unchimed am.mnt 
is that amount which has not b2en 
claimed. That forms part of the sur
plus. What right do the companies 
have to keep this amount which i~ net 
really theirs. It does not rea:ly 
belong to the company. It is un
claimed balance. 

Shri T. N. Singh: It belongs to the 
State. 

Shri Feroze Gandhi: There are 
many companies which in many ways 
had not parted with what they should 
have parted. There are many ways 
of doing that and it has happened. 
What right has the company to :!laim 
this surplus which does not rightfully 
belong to the company? 

Shri Shroff: I am sure you are 
aware valuations are prepared in 
terms of the conditions laid dow:n by 
the insurance law. The valuations 
are made by actuaries and those 
valuations are subject to the ~ontrol 
of the Controller of Insurance. If 
there was any item in the valuation of 
the assets of the life company which 
was open to dispute w:hich was not in 
conformity with the principles laid 
down by the law, then such valuation 



··--·. will be challenged. I ::1m not aware rJf 

any valuation being challenged on t:.e 
basis that you suggest. 

Shri Feroze Gandhi: You are per
fectly entitled to do it legally. Th·~ 
question that I am putting is this: 
What is the right of the company to 
claim this unclaimed balance which, 
as Mr. T. N. Singh has just .pointed 
out, belongs to the State and not to 
the company? 

Shri Shroff: Not even to the !)OJi,•:v
holder? 

Shri Feroze Gandhi: You say it is 
unclaimed balance. You had p3n or 
the surplus. What right have you to 
claim that? A gentleman who w:-1:> 
giving evidence told us that in .3orne 
concerns the unclaimed . balance forms 
a very high proportion. 

Shri Shroff: It is not so in our 
experience. 

Shri Feroze Gandhi: We have to 
remember that there are 150 com
panic~ 

Shri Shroff: The valuations have 
been made under the formula laid 
down in the law of the land. It is 
up to the Controller of Insurance, in 
any case where he ~s not satisfied, to 
challenge the valuations and ,get them 
rectified, We are not aware of any 
case in which that has happened. 

Shri Feroze Gandhi: In the course 
0 f your statement you have referred 
to branches, 

Shri. Shrotr: In any C'ase 'f 'l . 
1 

.. ,111Sa 
oot on the Part of the shareholders 

·the policyholders have participated to 
the extent of 92! I>er \!~nt in the loot. 

Shri Feroze . Gandhi: You made 
some reference to branches and branch 
secretaries and branch organisations. 
Take the case of . New India with 
which you are fully acquainteu 
because YOU were there . and your 
General Manager Is here. In the 
course of your statement ...... 

10.1 

Shri Shroff: Are we discussing just 
at present those issues? 

Chaimtan: Let us know the ques
tion. 

Shri Feroze Gandhi: I would like to 
know how many branch secretaries 
you have in New India at the head
quarters in Bombay? 

Shri Shroff: There are some branch 
secretaries. 

Shri Feroze Gandhi: How many 
branch secretaries do you have? 

Chairman: We need not go into the 
details. 

Shri 1\Iatthen: In the matter of com
pensation I think you have been suffi
ciently cross-examined. I also think 
that you have made a very effective 
case. About foreign life insurance 
you said that we have got about 
Rs. 80 crores today. Do you think it 
is a very large potential to keep us
I won't use the word exploitation-in 
other countries in Asia and. Africa? 
Is it such a tremendous potentiality? 

Shri Shroff: I mentioned one illus
tration of East Africa. I said this as 
a result of personal observations and 
assessment of the situation there. And 
I am convinced that the 250,000 
Indians who are in fairly prosperous 
conditions who· are living in East 
Africa will help us. It has been our 
general· experience wheneve·r we go 
to any foreign country where. our 
countrymen are there, whether it is 
the general business or life business, 
I must gratefupy acknowledge, that 
·we ge"t··the· most encouraging response 
·from our own ·countrymen whenever 
'we 'go out for business. In East Africa 
'it has been our experience during the 
last three years. ·We had started m~k
ing headway. I personally am convinc
ed that there ls a great potential :tor 
increasing business in East ·Africa not 
only amongst our own countrymen but 
also for starting pioneering WC?rk of 
assuring the East African life which 
h·as not yet been done by any· ·com
_pany, 



Sbri i\Iatthen: Only in East Afr~ca? 

Shri Shroff: We have also made sur
vey in other countries, · particularly 
in Indonesia. ·we have ·started in a 
small way because of the compara-
.tively . unsettled conditions there. But 
O).lr ~urveys have. indicated that 
Indonesia is one of the countries 
where there is tremendous potential 

. for'"g_ur life business. 

Shri l\latthcn: There are other coun
tries also,. I believe. 

Shd. Sh1·ofl': I think so. 

. shtf'l\iatthen: For example, Mala'ya. 
Poss;bly, there also there. is · great 
potential. That has also to be tapped. . . •. . . 

·· I think Mr. Patil was just remark
: ing ·that the Government want one 
composite .. company to take over all 

'the· business. I do not know how far 
'that is correct. What is the best way of 
··tapping ·the maximum business? In 
wiHit' '•~'DY shgulrt the companies, whe
. ther 'co~posite or life, work after 
'mitionalisation? Do you prefer the 
'existing cumpauies wodting in foreien 
countries to continue the work .or do 

. -:yqu, : .. P.f~~.~r · one company doing the 
; ':vtit·~:. \.Yhlch will tap• more business'? 

· · · SI1i;t Sb~·~Jl': I think I have made my 
:position s'umcicntly dear. Govemmclit 
'are ·taking power under the Bill and 
:they din ttansfer the 'foreign business 
to such 'agency as they like. I suppose 
the' Gover:nment will study the posi

. tion ·"o{'various companies operating 
abr6aa·· ar{d ·if' they. are satisfied with 
~their. existing operations, their record, 
· their capacity to susfain an· increased 
' busine~s, they will_ transfer the busi
ness. to them. It is entirely within the 

1discretion of Governm~nt to have 1, 2, 
~·10 OJ:. 'l2 companies. . 

-·· Shri .• 1\'lattben: ·This is only a· Bill 
·and· not an Act. Whatever may . be 
the recon1m.cndation of tlie Govern

.'mcnt, I: want you to say: explicitly 
:",·hat you:·believe would be in the best 
rintcrestS.'of the country. 

· Shri Shroff: The Select Committee 
would be best advised to suggest some 

of the principles and the Govern
ment may take their fhial decision. 

Sbri l\Iatthen: What is your sugge:; 
tion? · · 

Slui Shroff: You do not want me to 
~uggest the names of individuals. That 
Is not my business. 

, Cltairlllan: The principies . 

Shri Shroff: The principles I have 
aiready enunciated. 

Shri !"'latthcn: If there . are more 
compame::, than one working in the 
held th_e~ there ·will be an element of 
con:peh~wn which I consider is the 
bas1e thmg; 

Shri Shroff: 1 
every time. 

would welcome it 

Sbri l\latthcn. 1 am asking You 
-:vhether individually you would pre-
fer one com l'k · 
0 . pany 1 e New India or 

nental or more tha_n .one COI)1pany, 

Sht·i Shroff· 1 
1 . • am a great believer 
n Private enterprise and private enter-

1Jl'ise t!~n only survive and thrive on 
the basis o! healthy competition . 

Shri.· Mr~U.hcu: You Mid just 
that the tempo has now not 
Rs. 1,100 crores from Rs 680come o 
You wish' u t 'h · crores . 

. · , . ta '· c Government corpo-
rahon· w~l·. keep up this tempo. l!~or 
that keepmg up do You believe that . 
small element of competition is neces~ 
sary? 

Shri Sbro1f: I am a 
1n that. great believer 

· Sbri Nambi~r: With ,., 
•-pens"tion· 1 1 r.e.,ard to com-

.. . cou d not get lf . viriced y . mysq con-
.. '. ou. sa1d~that :the sharehol

ders sacnficed their di . 
:to provide for the vrdends so as 

. · future. · .Can you 
· substanhate that point? · ·. 

: Sbri Sl1roff: I think it . 
of general x . lS. a mat~er 

. . . .. e ,PJnence. of every com-
pany· startmg life business . · . · · . , or even 111 

•. t)le case . of. ·the·· composite· · · · y 
th t f . · · . compan 
" a ol:.~tto, etsahl~sh .its Position ·a~d 
-tatus m general business jt ahvays 



takes a number of years before which 
it will not pay. Therefore, to that 
extent the expenditure, to which the 
shareholders put up capital:._ you will 
c.:oncede that capital is requirerl for 
life business-Is at -stake.- Whatever 
i:o put up by shareholders is at stake 
for a number of years, which it takes 
for a life. insurance company to 
establish. business and to make it pay 
-sometimes it takes 5 years, 10 years 
or 12 years. · 

Slu-i Namb'iar: Is it not a fact that 
In many compames the management 
<"Ould not declare any dividend to the 
shareholders more due t.o malPrac
tices and bad business than due to 
any other reasons'( 

Shri Shroff: 1 am not aware of that. 

Shl'i N:unbiar: You are not.aware of 
the malpractices? 

Sbri Shrotr: 1 am fully aware of the 
malpractices. But 1 am <"ertainly not 
pfcptlL't:lU to §Ubsrribe that it can be 
magnified to the extent that you cau 
gencr<Jlise. There may be cases where 
due to malpractices - ·they· couiCI not 
ma!~e their :business prosper. I am 
prepared to accept that. But. I am 
certainly not prepared to accept the 
view that it is a general statcmcul 
whieh could be rriade applicable to all 
compames. 

SJui Nambiar; The criterion you 
propose for compensation being one 
based on possible future earnings and 
not based on the past performance 

·and valuation, may I knuw _whether 
it is your contention that a.ll cumi>~mies 
should be taken for granted as capa; 
ble of earning ju the future ·whether 
they performed v;cll or ill in UHi past? 

· Sliri Shroff: My answer· is very 
obvlous. You have the valuation of 
their business as on the 31st December, 
1955. lf the valuation .does n9t dis

_close. a surplus. then. of course, you 
.sP.y, t.hey.' have ;no capacity t~ make 
.future earnings.' Whe;n _you. make a 
'valuation 'or their' business as on the 
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31st December. 1955 and that valua
tion· does not disclose a surplus or any 
idea of earnings in the future, it is 
very clear for you to decide whether 
they are entitled to anything or not. 

Shci Nambiar: Even in those cases 
Where the P.Ompanies could not make 
any profit on the 31st December, 1955, 
they may do much better in the future. 
Your criterion is the_ future· earnings. 
Perhaps, today I may be bad. But . 
tomorrow I will become good. So I 
must be given compensation. That is 
the argument. If the compensat1on is 
determined on the· position obtaining 
on 31st December 1955 what is the 
harm? 

Slni Shruif: It should be remem
bered that the determination of the 
future earnlngs of a life insu~·ance
company 1s not a matter of chance. 
There are established principles, there 
arc established· factors by whkn · yDli 
can assess. the future eanings. · It is 
not a matter of chance, It is not my 
guess or yqur guess or auybody clw's 
guess. The company has- a record; 
l:lw c•ompnny lil!S rertain funds anct 
the company has certain investment 
policy on the basis of which. it will 

earn 4 per ccilt., 3 per cent. or 3~ 
per cent. The comJ?any has an ex
pense ratio record. ~o you can •· de
t"'t'lt\lne whetlwr 1ho company, on. the 
basis of that expense ratw, can caro. 
Then the· company has its own mortali
ty expertcnce. 'l'hcsc arc tho three 
basic guides by Whlcn YOU ·can assess 
the fut.ure earnings of the- company. 
It is not a matter ot cnance: -It is 
not a matter of individual"opinion: · 

Shri Nambia.r: Why do you s~1y that 
this limitation of 3 p~r cent. and 5 
per cent, is not based on the calcula
.uons and , on !he past pertormances'! 
It is e~actly .. on the basis of tile. Past 
performance that this limitatioil·· has 
been put. · _\llfl1y do -you dispute. that 
ana -say_ 1t 1s wrong? ThHt ·is based 
m1 the -relative experience· of the past. . .. ' .. . . . 

Shl'i Siuoif: No. I · dispute that. 
The situaticri was i·eviewed as recent
ly as· 1950. · I· should 'like to- kno\v 
'\vbat factors ll.av~ . conic in bchv-een 



[Shri Shroff] 
1950 and 1955 to justify a sudden re
VIsion of tllat. 

Shri Nambiar: I now come to the 
nsk Involved in the shareholders run
ning this business. You want a cer
tain percentage of compen~aucin, or 
whatever it is, for the risk involved 
in advancing certain money. What is 
the risk that you have got in insur
ance business? 
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Shri Shroff: I am glad that this 
point has been raised, and I would 
like to say something about it. In 
the running of a life insurance busi
ness, it is not only the money capital 
that is put into it. The fact of it is 
this. If any group of 5 or 10 people 
get together and collect 5 lakhs of 
rupees and start a life insurance com
pany and try to work it for a period 
of years, they will soon realise that 
it is not the capital of Rs. 5 lakhs 
that is going to attach the business. 
In the first place, who are the five or 
ten people who are in the business? 
Secondly, what is the capacity of 
these people to organize the business? 
And believe me, it takes a lot to 
organise life business. People do not 
go to your offices and say that they · 
want to take out a life policy; and 
particularly, in a country like this, 
so vast, this business calls for an 
enormous effort, tremendous organisa
tiqn and trained personnel to get the 
business that· we have been able to 
get. I suppose it cannot be imagined 
that during the last . three years the 
fact that Indian companies have been 
able to increase their business subs
tantially is due to any scramble on 
the part of people to rush to the life 
offices and asking for their life being 
insured. I may tell you froin personal 
knowledge . of a number of· com
panies that during the last seven or 
eight years we are pumping a lot of 
money to build up our organization. 
We are running training classes and 
now trained personnel. is .one of our 
most powerful assets in the: life com
panies. It is meant to make them go 
to you, give you the.:· merits of a life 
policy, explain to you the compara
tive merits of taking· · out a policy 

\ 

from one company against another
This requii·cs a lot of selling. Life 
insurance is not bought; it is essen
tially sold. and to sell it you have to 
build up an organisation; and this 
takes a lot of time to build it up. 

Shri Nambiar: You require some 
talent and some work. What is the 
loss in money value that you had 
This is what I want to know. 

Shri Shroff: You are perhaps 
aware of the fact that there is what 
is called a "good-will" and that good
will is not calculable in terms of 
rupees, annas and pies. It is a certain · 
status, a certain credit and a certain 
reputation that you establish in the 
country against others; and I claim on 
behalf of the life companies that they 
are all built up over a period of years 
and we have today come to com
mand-a certain good-will. That we are 
handing· over today to the nation-an 
organization which has kept on· ex
panding ever more on very sound and 
healthy lines. Therefore, I claim that 
life companies are entitled to claim 
from the buyers of the business for 
something in the nature of good-wilL 

Shri Nambiar: Let that good-will 
continue. Why do you want to cash 
in on it? 

Shri Shroff: That good-will you 
can have from us for nothing. 

Shri Sadhan Gupta: About foreign 
.business, is it not a !act that Indian 
companies who aspired to do foreign 
business will find it difficult to con
tinue the foreign business after 
deprivation of their business in India? 

Shri Shroff: I have not followed 
the question. 

Shri Sadh.an Gupta: I was asking 
you whether Indian companies 
would find it possible to carry on 
their foreign business now ,that their 
business in India is being taken away 
from them. 

Shri Shroff: I entirely agree that 
nati~nalising life business in India 
and the manner in which it is done 
is <:ertainly going to create a handicap 



for Indian companies operating 
abroad. I am prepared to admit that. 
As a matter of fact, this has created 
a new handicap and a new obstacle 
for us, which will take some time for 
us to get over. 

Sh.ri Sadhan Gupta: Will it not be 
better if the Corporation can find 
some way of doing foreign business, 
itself? It is not a Government orga
nization-! mean the proposed Cor
poration. 

Shri Shroff: Government are quite 
competent to decide on this if it is 
desirable and if it is in the national 
interest. 

Chainnan: Are there going to be 
any difficulties in the way of this 
Corporation doing foreign business? 

Shri Shroff: One difficulty will be 
that this Corporation should obtain a 
license.. The main difficulty is this. 
'\Vhen you go abroad as a new opera
tor, you must obtain a licence. Some 
Governments will take the view first 
as to why the Government of one 
country should operate a company in 
a foreign country. I do not know if 
you are aware of the experience of 
the State Bank of India. 

Shri Sadhan Gupta: Regarding the 
general business of composite com
panies inside the country, don't you 
think that by reasons of their life 
business being taken away, most of 
these composite companies will be 
compelled to wind up their general 
business as well because it would 
become too uneconomic? · 

Shri Shroff: I very much doubt 
whether any composite company will 
be compelled to wind up. As I point- . 
ed out, it will call for a reorganization, 
a new pattern on -which to run the 
business. It is certainly going to be 
less economic than it is today. 

Shri Sadhan Gupta: · It is my ex
. Perience that practically all the com

posite companies will find it almost 
impossible to carry on. Do you agree? 
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Shri Shroff: I do not agree. 

Shri Sadhan Gupta: Would. yon 
agree that quite a substantial propor
tion of them will have to wind up? 

Shri Shroff: I do not think so, sub
ject to this very important reserva
tion that companies today which art. 
in an uneconomic position cannot, in 
the ultimate analysis, survive. They 
may have to wind up because they 
will find it more difficult now th~n 
before. It will call for a reorganiza
tion. 

Shri Sadhan Gupta: Now, coming to 
compensation itself, you have stated 
that the s'lirplus is determined by the 
interest earnings, the expense ratio 
and the mortality rate. You will 
agree that the mortality assumption 
is not affected by anything that the 
insurer can do, unless the insurer 
carries on business very foolishly and 
books people who are to die the 
next day. It can be said that regard
ing mortality, the insurer has not 
much to do and it depends on 
extraneous factors. Is that not so? 

Shri Shroff: Mortality experience 
to a certain extent can be controlled 
by companies by the selectiveness of 
the business. That is one thing. But 
I must say that this factor is subject 
to one very serious -risk. For ins
tance, you may get epidemics and all 
that which you cannot control and 
your assumption of mortality ex
perience might be completely ·upset. 
The es'sence · of insurance business is 
averages-the average over a period 
of years. Therefore; when you take 
the. average over long periods, you 
are not likely fo be terribly upset. 

' ' 

Shri Sadhan Gupta: That is right. 
On the-· other hand, by beneficial 
measures undertaken· by the Govern
ment, · the mortality figures may . im
prove in :favour of the insurers and 
the insurer would get the benefit of it. 

t'·" 

Shri Shroff: That is true. 



Shri Sadhan Gupta: Regarding in
terest earnings also, that too depends 
<:onsiderably on extraneous facto:s, 
namely the higher interest rate avail
able and factors like that. 

Shri Shroff: I do not agree·: It calls 
for a lot of judgment on the part of 
people who invest funds. It does call 
for judgment as to how to invest your 
funds and the ultimate result of this 
judgment is where by observing 
-strict rules of conservative investment 
you can gradually increase the return 
of the money you invest. 

Shri Sadhan Gupta: Apart · from 
judgment,-judgment is always assum
ed to be reasonable and this is al
ways the assumption-as I said, mor.
tality can be regulated by not insur
ing very bad lives. Similarly, interest 
earnings you can throw away by 
making very bad investments. Assum
ing reasonable judgment, I take it that 
you have to depend on extraneous 
factors for interest earnings. 

Shri Shroff: ·Except the· Govern.:. 
ment policy. I take it that no busi
ness is possible which does not take 
into account the Government policy. 
It is a common denominator. It plays 
.a vital part in· all business-iron and 
steel industry or cement or any other 
business. In fact, it affects other busi
_ness much more vitally than the life 
insurance business. 
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Shri Sadhan Gupta: That ·might 
help us in future. Your premium 
-earning also depends, and has been in
_fluenced lately, .by several Govern
ment measures such as income-tax 
relief for . .certain amount of insurance 
premium and so on. 

Slui Shroff:· I do not know · what 
you \VOuld say about reducing pre
l'l;liUm. We were able to bring about a 
substantial increase in business bc
.cause we reduced tl1e premium.· 

. Shri. Sadhan Gupta: The growth 
.o! · the volume of bu.,inets has also 
been iniTue1'lced by the taxation reliefs 
granted by Governm~nt in the matter 
or incorne~tnx:. · 

Shri Shroff: As I pointed out be
fore, if I gave the fullest credit to all 
the factors mentioned by the honour
able Members, it seems to be assum
ed that we are to sit tight in our 
chairs and allow the operation of these 
factors to give us all the business that 
we do. But for all the cumulative 
effect, it does need an enormous 
amount of selling. We have to go 
and tell you that these are the factors. 
The mere existence of these factors 
does not produce business. 

Shri Sadhan Gupta: You mean that 
these factors alone will not produce 
business? 

Shri Shroff: Unless there is the 
appropriate selling organisation .. 

Shri Sadhan Gupta: You mean. 
that procuration also has a large 
share? 

Shri Shroff: It gives us talking 
points to sell. 

Shri Sadhan Gu11ta: You have also 
stated that the manufacturers' earn
ings are limited according to the ins
talled capacity of the unit, while you 
were trying to draw distinction bet
ween the compensation paid to the 
steel business in the United Kingdom 
and to the insurance business here. 
You then said that they cannot . in
crease it except by increasing their 
installed capacity by a<Jding to . the 
piant and machinery substantially. 
Is it not a fact also that the business 
of life insurance, to register any ap
preciable growth, . has to ex~and its 
organisation and mcur considerable 
expenses by. way of expanding its 
organisation? . , ., , . 

. Shri ·Shroff: Let. there be a clear 
understanding. The compensation we 
are asking. for is not for the increased 
business that you will get in future. 
The comperisation we 'ask for is for: the 
business which we are handing over 
to you. · ·· · ···,. · 

Shri Sadhan Gupta: The future 
earning capacity you speak of on the 



basis of which you demand compensa
tion has been taken into account in 
the Bill itself by capitalising your 
assumed future earning capacity at 
the rate of 20 years:. . . · 

Shri Shroff: It is not taken into 
account. You are taking into account 
690 crores of business whereas you 
are actually taking over 1,100 crores 
business. So, it has not been taken 
into account. 

Shri s'a(lhan Gupta: Is it not a 
fq.ct that your earning capacity bears 
a very disproportionate relation to the 
capital investment thereon and the 
organisation and all that you talk of? 

Shri Shroff: Mr. Chairman, if you 
wish me to reiterate everything that 
I have said, I shall do so. . 

Chairman: All you have to say is 
that you have already answered that 
question. 

Shri S:tdhan Gupta: Don~t you think 
that the~ organising talent can be 
amply rewarded, wherever it exhi
bits itself, by absorption by the cor
poration if it thinks it worthwhile to 
absorb? 

Shri Shroff: That is a matter of 
individual arrangement between the 
corporation and the talent wherever 
they can find it: It has nothing to· do 
with the compensation payable· to 
shareholders. 

Shri Sadhan Gupta: ·You have also 
made it one ·of the principles for 
demanding compensation that you 
have transferred the goodwill of the 
company .. Do you think that accord
ing to the provisions in the Bill, they 
really take your goodwill over? For 
example, when a goodwill is trans
ferred, the person who purchases it is 
supposed to get all the credit of the 
company which he purchases. Here, 
the companies are not taken over as 
such. The credit due to them is not 
available to the corporation. · Thei·e
fore, the goodwill of the companies is 
not taken o'ver by th~ corporation. 

Chairman: Have you finished? 
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Slni Sad han Gupta: I ·thought he 
would answer this. . My last question 
is this. I would ask you . to look at 
the whole thing from the point of view 
of the socialist pattern to which we 
are pledged. You know in a socia
list pattern there must be fairness 
to all. You cannot think of any com
pany or' any organisation which would 
grant the worker or a clerk compensa·
tion of 20 years' earning when ·he is 
put out of employment. 

Shri. Shroff:. I have not understood 
the question. 

Shri Sadhan Gupta: You rely . on 
future· earning capac;ity and . you 
think future earning capacity s!'lould 
be capitalised by paying· 20 years 
possible earning. Can you think of a 
\Vorker in a factory or a clerk in an 
office who is dismissed claiming his 
20 years' annual pay as compensation? 
Under the circumstances, would it ·be 
fair to shareholders to claim so much? 

Shri Shroff: I am glad it is said 
that under the socialistic pattern of 
society there is going to be fairne_ss 
to all, and on the basis of that 
principle I s~y that ~ur. claim for 
compensation lS fully. JUStified. You 
cannot compare the nght of compen
satio!.1) of a iworker to taking over 
of property. 

Shri T. N. Singh: In a socialisti~ 
pattern of society, property is guaran-
teed. 

Shri Shroff: That is your under
~tanding of the socialistic pattern of 
society. We are,- unfortunately, very 
much strangers to that and we do 
not understand it . 

Chair111an: I would like you to ten 
us with · the· background. of Your 
experience as to how you v1ew this 
nationalisation.. You have strong 
views on tlus, I know. But apart 
from · that-Go:rernment have accept-
d it as a pollcy-how do You think 

~t should be imp~emented so that 
there is the least disturbance or dis
location and also that the confidence
created in the insuring PUblic is 
maintained? 



Shri Shroff: I am glad that you 
have asked me this· ·question. I 
honestly differ from the Government 
on this issue. But I am as anxious 
as anybody else in this country to 
.gee that the Government, if they 
want to run this business, run it 
successfully so that the nation should 
benefit from it. 

Regarding the whole approach to 
the formation of corporation, if I am 
permitted, I may first enunciate one 
or two principles as we view it. 
Unfortunately, insurers' interests 
were given no opportunity to express 
their views on the Government's 
intention and this is the first oppor
tunity we are getting. 

Chairman: They were expressing 
their opmion with regard to the 
policy. 

Shri Shroff: Yes. But we have had 
no opportunity before to express our 
opinion on the question as to how 
Government are· going to run this 
industry in future. Frankly speak
ing, we· have not sufficiently applied 
.our minds to this problem. The 
sudden decision of Government has 
created new problems for us too, 
particularly for those who are run
ning composite companies. If I may 
put it in a general sort of way, it is 
this: Our approach is influenced 
mainly by this, namely, if life 
insurance business, which has fortu
nately developed very much in the 
course of the last three or four years, 
is to continue in the same way and 
grow more, some element or compe
tition must be brought into it. How 
to bring that element of competition 
is rather a difficult problem, but if 
you will ad)ust it within the frame
work of Government, it will be good. 
~he ideas that occur to us are 
these:-

We have tried to study similar 
situations in foreign countries. With 
all the information that we have 
tried to obtain, we have not come 
across a case where the Government 
have completely taken over the life 
insurance business e~cep~ in the 
case of Costa Rica which Is a small 

1G3 

country with a population of 800,000 
people. But we find a_ comparable 
situation, for instance, in a country 
like France and if I have your per
mission I will give you some back
ground. That is going to be a very 
good experience for us if Govern
ment are inclined to consider alter
natives. The nationalisation of insu~ 
ranee, and also banking to a certain 
extent, came in France soon after the 
last world war. That decision had a 
strong political background behind 
it. France was an occupied country 
during the major part of the war and 
the resistance movement was started. 
People who sponsored the resistance 
movement, rightly or wrongly, came 
to the view that the difficulty in 
getting back France was mainly due 
to certain people-the financial 
parties. They· felt that the insurance 
business and banking industry were 
really an obstacle to France in regain
ing her freedom. Therefore, at the 
famous convention of the resistance 
movement in North Mrica they made 
it a sort of pledge-an article of 
faith-that as soon as they went back 
to France they should try and divest 
these organisations of power, who 
created a real obstacle for France in 
regaining her freedom. Therefore 
one of the first things done afte; 
France got back her freedom was . to 
nationalise the insurance business and 
some of the banks there. The way 
in which it was done, in my judgment, 
affords some guidance to us in our 
existing situation. 

Pandit K. C. Sharma: It was a 
political decision. 

Shri Shroff: Yes. But never mind 
about the decision, whether it was a 
political decision or not. 

We have had recently detailed 
e?qw:Ies ~ade as to how these na
tiOnalised msurance companies were 
working. In the first place, the whole 
of the business was not :nationalised. 
If I remember aright, only those 
companies doing business over a 
certain premium-one thousand 
million francs-were nationalised. 
After the Government took over the 
entire ownership of stock of these 
companies, in actual working, Gov-



ernment left the life companies free 
to work and to compete with other 
companies which were not nationa
lised. 

Shri l\Iatthen: Is there only one 
corporation? 

Shri Shroff: There is no corpora-· 
tion at all. All the big companies 
that were taken over by tne Govern
ment functioned as tbey were func
tioning before subject to such tariff 
assessment or other restrictions to 
which every company is subjected. 
The Government, of course, have 
nominated representatives on the 
Boards of these companies. It is also 
true that appointments are subject to 
the approval of the Government, but 
in the actual day-to-day running of 
the business, these companies are 
allowed to function as they used to 
function before. This is authentic 
information. 

What I sumbit on the analogy of 
what has happened iri France is tllis: 
Some honest, constructive attempt, 
some constructive thinking, should be 
made which in our judgment would 
enable the Government to implement 
their policy and also to· run the life 
insurance business in future on a 
healthy and progressive basis. In 
our analysis of the life insurance 
busine-s in the country, our judgment 
is this. that there are a number of 
units today which by any standard of 
judgment will not be considered 
economic. There are these small com
panies.' If you look at the record of 
their working over a period of years, 
you will find that ultimately these 
companie:; cannot survive as healthy 
units. Therefore, our thinking is 
that the first step to be taken 
is to rationalise the existing units. 
Regrouping of these units should be 
done so that out of 152 units, say, 8 
or 10 bigger units will emerge. This 
could be done partly by the amalga
mation of a number of uneconomic . 
units. Regional considerations might 
also play some part in bringing about 
such grouping of these u,nits. These 
s or 10 powerful units may work 
under such general policy regulations 
as the Government may p_rescribe. 
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The entire ownership may be taken 
over by Government, oecause that 
will fulfil the Government's objective 
of nationalisation. Thes·e units will 
then be allowed to work as autono
mous l.iriits. 

Shri C. P. 1\latthen: Independent 
by themselves? 

Shri Shroff: Yes and With the ele
ment of competition. There may be 
standard, uniform premium rates. 
There is no objection to that, but in 
insurance business a considerable 
amount of competition can be brought 
to operate through the standard of 
servicing that every unit will do, 
that is, its approach to the clients and 
the way in which . it services its 
business. It is not for me to tell the 
Government. Government must have 
already found that out-if not yet, 
they will soon find it out-that 
servicing · is a very very enormous 
problem. There are, in our estimate, 
about 5 million policyholders today. 
To issue prenlium notices, to collect 
premiums, to take notice of lapses, to 
take steps to revive the lapsed 
policies, then the numerous intima
tions which you get from policy
holder'S about their change of address, 
enqmnes about the conditions of 
policy, registering assignments, these 
are all big jobs, big administrative 
jobs. If I may say personally, 
in New India, for instance during the 
last three or four years, when we saw 
bu':'iness expanding, it really caused us 
terrific headache to deal with the 
administrative problem. . I am sure 
the Government in course of time will 
admit this. New India is after all a 
small proportion of the total insurance 
business. It is going to be an enorm
ous administrative job. 

We, therefore, suggest that if these 
life insurance companies were split 
up into 8, 10 or 12 group units, each 
units sufficiently sizeable and power
ful, b.oth in the matter of their organi
sation and personnel. run under cer
tain policies .laid down by Govern
ment, then in our judgment, that is 
going to be an effective approach to 
implementing the Government policy 
progressively. 



Shri C. P. i\latthen: Will one work 
in· an?ther's region also? 

Shri Shroff: Yes, they will work ·all 
over the country. They must hiwe 
an average of lives all over the 
country. You cannot have all the 
policies in Bombay, Calcutta or 
Madras. 

If I may say one or two things to 
complete the picture, a lot ·has been 
talked about the deficiencies of exist
ing life · insurance business. There 
are already controls under the law. 
In the. tentative scheme which· I am 
putting before you, the administration 
of the existing law should be made 
more vigilant or, if necessary, on pro
per assessment, even fresh restric
tions or controls can be brought in. 

For instance, one difficulty which 
has been ex-?eri:nced in respect of 
some co:nJ.=>ames IS the disappearance 
of secunhes. Something like ·a law 
can be. prescribed as to the physical 
possesswn of the securities and all 
that. Then Government unay also lay 
~ownt certain g~neral policy for 
mves ment. If this idea is accepted, 
the Gover~ent may have an Invest
ment. Advisory Board which should 
fur:tcti~n for all the 10 or 12 group 
um s m the country Th 

1 h I · e proposa 
t at am making i~ a constructive at-
tempt to ·meet all POSsi'bl C •t• . 

hi h e n Icisms 
w c have been made . htl 

~I b . , ng y or wron"" y, ut t 1ey can be m 
structure like the one I a et b~ a 
before you. , m puttmg 

Shri l\1. C. Shah. You h 
Bill Th . • · ave seen the 

· ere 1s a scheme . 
the Bill If · Proposed m 

. you can show how to im 
prove the scheme, that will b -
to the Members of th C . e helpful 

e ommittee. 
Shri Shroff: I must 

there is a fundamenta te~l You that 
approach That . . 1 difference in 

· Is this· y 0 create one monopol · u. w~t to 
· Y orgamzatwn. 

Shri. l\1. C. Shah. Th . 
fact. We c_ annot ig. at Is the basic 

t h nore that p r men as accepted that . . ar Ia-
there should b - basic fact that 

e monopoly f ~he life insurance bu . s~ ar as 
1s concerned. The smess m India 
t·:at of the Governm monopoly will be 

ent of India. 
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Chairman: Accepting that funda

mental fact, you can say how to run 
the 'business. 

Shri Sh~off: The difference between'. 
me and the hon'ble Member is this: · 
It is in the concept 'of profit. When 
you say monopoly, I concede that let 
Government have the complete 
ownership of the entire insurance in 
the country and let them be the 
monopolistic owners. 

'Shri 1\1, C. Shah: That monopoly is 
there. That · is the · basic considera
tion. 

Shri S. 1{, Patil: How does it con
flict with this theory of monopoly so 
long as the Government is the owner? 
As I understand it, you were suggest
ing that within the four corners of 
that monopoly, a competitive spirit 
should be introduced so that . the 
monopoly would .be more productive. 

Shri" Shroff: You are the sole owner 
of that business in the country. The 
main consideration is how you are 
going to run the business to fulfil 
your own objective of expanding life 
business at a rapid rate in the country 
to mobolise the savings and a number 
of other objects in the Bill. In our 
judgment, the best way to do it is 
that you assume complete ownership 
of all life insurance business in the 
country, but the method by which you 
~hould do it whereby you will reduce 
the cost is the question. In my judg
ment the very very big administra

-tive problem, is the running and 
servicing of business and also main
taining a certain element of healthy 
competition. 

Shri l\1. C. Shah: So far as life 
insurance is concernecY, there are 360 
million people in the country and _if 
they want to get themselves insured, 
they will come to the Government or 
whatever set-up they have. What is 
the element of competition there? I 
can understand competition about 
servicing, but' about the business it
self, where. is the competition? 

Shri Shroff: If you allow me to say 
so in the first place, I do not admit 
th~t you have 360 million potential 



insurers. I do not admit that you 
will 'tit 1~my stage reach that position; 

Shri l\1. C. Shah: Out ·of 360 million, 
there may be . quite a good propor-
tion. · 

Shri Shroff: Whatever it is, the life 
insurance potential is very very 
limited in. comparative terms. If you 
conside! the per capita income, even 
assuming the possible increase in the 
next five years, the potential for life 
insurance business comparatively is 
very limited. Even there, I say the 
element of competition will help you 
in getting as nearly as possible to the· 
maximum number of life insurants. 
You say that· anybody who wants to 
insure will come· to you. That is my 
difference with you. You will never 
get the maxilnuni life business unless 
you make an approach. What I say 
is we will approach everybody who 
is a potential life insurant and get 
his· business. That is the fundamental 
point. 

Shri l\1. C. Shah: I think you assume 
that the Government will not · appr.o
ach. ' · Rather, the Government will 
try· to make every citizen 'insurance 
minded. 

Shri Shroff: There is that difference 
between our approach and Govern
ment's approach. 

Chairman: You have started saying 
as to what should be_ the new set-up 
after accepting the policy of national
isation of life insurance business. 
According to you, how best ·could the 
results accrue to us; in what set-up 
could this new nationalised enterprise 
function? You. can develop on that 
idea. 

Shri Shroff: I .. was trying to explain 
that although Government might own 
the entire industry, it is' the matter 
of running it which wm help you in 
attaining your objectives to the maxi
mu~ possible extent .. As I was just 
saymg, ·I for one think that' the insu- · 
ranee trade which is very anxious to 
cooperate with'. Government in im
plemi:mting this policy, \Vant to see 
that the essential element of this 
business is maintained, that is, you are 
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not to wait for the man to . come. and 
bUy· instirance. " · · 

The other suggestion -~ .-th~~"'.~~:u 
organize· ·10 · or 12 powerful group 
units. Let them be autonomous unik. 
Let each one exercise its own initia-, 
tive, its own enterprise in pushing its 
business. Let these 12 units compete 
with one another in .the way each sells 
its business and in the way in whlch 
each services. its business and you 
will see in a period of time that this 
healthy .element .-of ,competition·. will 
brihg . the :. standard of the . units .. -to 
one high recognised standard and 
business will thrice, in a manner 
which none of us dare to imagine 
today. 

Chairman: So your point is that you 
don't believe in one Corporation 
running the whole show? 

Shri Shroff: I don;t. 

Chairman: You would like to have 
some 8 or 10 units functioning all over· 
the country without any demarcation 
of jurisdiction for ~ach. ? 

Shri Shroff: Yes, you must have as 
wide an average of business all over. 
the country. you <;!a;nnot have all the 
life business at Bombay. or- Delhi. You 
must have an average. 

Shri 'S. K. Patil: Now, please give 
us some information enlarging the 
scope r of the thing that you are 
suggesting. . Hitherto what the in
surance companies did was to 
get as much . ·:business as they 
could and wherever they. could. 
By that I mean the difference 
between the Government's stand-point 
and your stand-point is this: While 
the individual company, even that 
group tliat!youi'suggesi; ·wiil be anxi
ous to get business an~ mo:e b~iness, 
the Governmentr~ anxiety 1s that this 
has got to be brought to e:rerybody 
in the sensethat the rural msurance 

ust expand that means, every ap
:X.oachable :Oan whether he is a 
potential insurant or not, has got· to 
be approached. 

Shri Shroff: I . cnti:ely agree: It is 

1 ·a·. down in th1s Bill that th1s Cor-al . . k b . 
poration is going to wor on usmess 
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lines. Then you. say that the corpora
tion should a::;>proach every person to 
secure business. For that you inust 
go ·into the rural areas. Then you also 
say that ··the Corporation shall be run 
on · bUsiness lines. If I understood 
the term "business lines" correctly, 
the .corpora~ion · should be able to 
maintain the expense ratio so that 
another objective . of the Bill will be 
fully maintained, namely, there shau· 
be absolute protection to the policy
holder. Absolute protection to the 
policy-holder means that the business 
should be so run that the ultimate 
r'eturn of the money ·.to .the policy-. 
holder; woUld ·1 'be~ : s:if~gUkrded; _. ~ou:r 
experience tells us that you cannot 
give perfect protection to your policy
holders if you allow the expense ratio 
to ·go up. 

Shri M. C. Shah: Why do you allow 
the expense ratio to go up? 

Shri Shroff: I am prepared to stake 
my reputation that the expense ratio 
will go . up if you are going to make 
an attempt to run into the rural areas 
to get business. It is not that, we are 
strangers. we have also made an 
attempt and we know. what it ~osts 
to get· business from· rural areas. 

Shri M. C. Shah: I think we shall 
have to wait for three or four years. 

Shri Shroff: When you get into this 
business you will see for yourself that 
the expense ratio for getting business 
in an urban area or even ·in small 
towns is very different from trying to 
get this business in a rural area. It 
is a m~tter of experience. We ·had 
experience of a number of years. 

Chairman: Could 3'0U ~ us what 
are going to be, according to you, the 
pitfalls in the arrangement that is 
suggested in this. Bill? · 

will be shouting at you that their 
claims. are not . being paid quickly. 
You will be unable to revive the 
lapses which are happening in every 
company. The administrative pro
blem is a terrific problem. It is onlY 
when Government get into it and 
start grappling with the problem that 
they .will realise what I am telling 
them. I am not saying anything to 
frighten a hard-headed administrator 
like Mr. H. M: Patel, who has tackled 
more difficult problems than this. 

Shri S. K. Patil: I have not under
stood why the institution of a corpo
ration as the Bill suggests will be in 
contradiction to the arrangement 
which you are suggesting.· Suppose · 
these two ideas are linked up. There 
will be 8 or 9 units, very powerful 
and autonomous, and the corporation. 
will be working as a kind of central 
body because somebody has to control 
these units, preferably the Gcvern
ment. The Government has got · to 
operate it through some institution. 
.That institution is called the corpo
ration. Could not there be any com
promise between the corporation 
functioning as the central body cr the 
main body and these 10 or 12 units 
that you are suggesting? Apart from 
your answer just now, would you be 
kind enough, for our informatiGn, to 
prepare a scheme, as you feel it, and 
circulate it amongst us so that we 
can have full particulars about it? 
No doubt you have all your exper
ience of the past. But you are. not 
filling in the details. 

Shri Shroff: It is not possible to fill 
in all the details . I do not see any 
contradiction between what is pro
posed in the Bill and what I am pro
posing. I do not see any contradic
tion. What I am suggesting is an 
effective businesslike way of imple
menting your own objective. 

Shri Shroff: In the . light of our 
experience we' feel that the adminis
trative problem is going to be so 
enormous that what will happen in 
the next twelve months or the next 
two years is this. People will be 
shouting at you that their premium 
notices are n<?t being received. People 

Shri V. B. Gandhi: · Your proposal 
to have the business taken over by 8 
or 10 rather independent units · is 
based on the ~culty, according to 
you of the enornuty of the adminis- · 
trative problem which · you believe. 
o~e corporation would not be. able to 



do justice_ 'to.: :V~l) welk But, as you 
·know, in the Bill it is contemplated 
that the business will be split up into 
various zones and it is the zonal units 
whic.!1 would. . take care of certain 
territories. That is. one point. 

. 
Now we might perhaps welcome the 

idea of having an element of competi
tion.. But in order to get this element 
of competition if we are to· have 8 or 
10 independent units functioning over 
the entire area, are we not duplicat
ing the staff, the services, the arrange-. 
ments, equipments . and all that? N!>W 
how could you tell the committee that 
the advantages of competition will 
outweigh this incidence of duplica
tion? 

Shri Shroff: If I may answer your 
last question first, you are not dupli
cating. - You are breaking up the 
problem into small sizable works. In 
business when we· are faced . wit!! 
similar problems what we generally 
do is to reduce the size of- the pro- · 
blem. My opinion is that you will 
make your administrative . problem· 
much smaller in size: so that you can 
grapple with it prop~rly. . 

Shri · V. B. Gandhi: Would not. one 
unit operate over the entire territory? 
Wpuld not. the units be autonomous? 
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Shri Shroff: They would be. autono-
mous. · 

Shti V. B; Gandhi: Would there not 
be duplication? 

Shri Shroff: There are 152 compa
nies operating today. There is dupli-
cation there also. · 

Shri M. · C. Shah: There everybodY 
tries to get business by running down 
others. 

Shri Shroff: I am very, sorry, but 
we do not run down 'others. 

Sltri M. C. Shah: Just ~bowing 
small advantages if you do not want · 

' " An to use the term ·~running ·down • 
agent· of company A will go to a pros
pective insurant and say: tbec.;~ are 
the advantages of company A. Agent 
of company B . will say: we arc tnore 
advantageously situated thsn · com-
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pany A. Agent of cOmpany C will say: 
the other two . companies are in a 
semi-insolvency state. All o! them 
'will . say something of that scrt in 
order to induce a person to· i11sure. 
But when there is a monopoly and 
when there is a guarantee from the 
Government ··oi 'India ·tl1at · all !)olicies 
are guaranteed by the· Goverr.:ment 
of India then those elements will go 
away. The competition Will' remain so 
far as servicing is concerned. 

i 
Shri Shroff: That is wher~. I differ 

from you. 

Shri l\-1, C. Shah: The guarantf:'e of 
the Government· of India is murh 
more valuable·. tiiat the. guarant~e ot ~
others. 

Shri · Shroff: If you ·think that 
because the · Gove~ent_. ia guarantee
ing all the policies so there will be a 
scramble· here . and people will. rush 
at your office to msure themselves, I_ 
submit you :are inviting disillusion~ 

ment. · 
. ~ . ~ ... -;;. .. . ... ' 

' Shri l\1 .. C. Shah:· I did not say that. 

Shri Shroff: 9f course, Government 
guarantee cannot be compared tc an_r . 
other guaran.tee. But the guarantee • 
which is offered· · by some_.- of t~e 
Indian companies. today is, in actual · 
practice, as great· as· anybody can 
desire. 

Slui l\-1. · C •• Sbah: I <;io not want to 
eriter·into' a) dispute cin: that.' 

Shri Shroff: What is it that a practi-

1 tnan thinks? -He wants to be 
ca h' r assured that when 1s po 1cy matures 
h would be paid at the right time. 
T~at is the sort of· protection he 

wants. 
Shri l\:1. C. Shah: The protection 

. by· the Government of India is g1ven d 
I Ys much safer an sounder than a wa . h. 

that given· by ot ers. 

Shri Shroff: In fhat way is it 
ter than the protection given by 

grea . t l? 
New India or Orlen a . 

Sbri s. K. Patil: In daims you are 
not· ·contesting · Government protec>-

tion? 



Shri M. D. Joshi:.• :':You::. say.·· there 
should be an element _ of~· competition 
in life business. At th_e.;s·ame:: time 
you suggest amalgamation of .; differ
ent companies into .. 8 or · 10 units 'for 
the working of the scheme. Do you 
mean to say that the terms and condi
tions of life policy should. be different 
in different zones and in different 
units? Or should.they be the same 
throughout India?-~· 

~· ,, . 
Shri Shroff: The conditions and 

terms of the policy· will be uniform 
all over India. 

Shri M. D. Joshi: Then where is the 
e'Iement .. of- cpmi>etition?,·,,· Is· it. ,.in-

-...v :... .",.:~-~ ,_ .... k•c..:. ......... '·' • - '- ...... •· .............. ~ 

service? 

Shri Shroff: If you put me in 
charge of. a company- and if you put 
somebodY' . else. in charge· of· another 
company"' and-. give us twelve ni'onths' 
time to work, · then you will see the 
result. it is the men with initiative . 
who will run it well. 

• ··,.tf"', 

Shri · M. C. Shah: That means we 
must .have administrators· with brains. 

. Shri Shroff: 'How will you attract 
administrators with brains if you give 
them no scope of initiativ:e, enterprise 
and" exercise of power? · 

Shri Morarka: You said something 
about 10 .· or 12 units. ··What I suggest 
is: suppose we .. have: this· corporation 
as it is and we make this corporation 
into a holding corporation and the 
shares of all the companies, both life 
and part "of· the composite insurance 

. companies, are transferred to . this 
holding corporation, retaining·· the 
individual identity of all the compa
nies; . at the same time transferring 
complete;· cept. per cent ownership to 
this Goverrument corporation, would 
that not meet with your objective of 
providing competition, ·. solving the 
pro?Iem of administration?_ 

Shri Shroff: You are coming nearer 
to my concept. 

Shri M. C. Shah: You are nearer to 
him! 

Shri Morarka~ There l.s . equal dis-
··. tance! 

You have suggested that companies 
which are most uneconomic may be 
eliminated and, if necessary, some 
amalgamations may be effected either 
immediately or . in due course. But 
after fo~ing'''this corporation and 
making· it into a holding corporation 
woiild that ;solve~ the· administrative 
poblem? · .. 

·Shri Shroff: It will considerably 
reduce tlie ~tremendous administrative 
problem. · ·what I meant by the enor
mitY Of. the. administrative problem 
was this. All the large companies are · 
having their own patterns on which 
they do business. Now "to reduce all 
those patterns into one- standardised 
pattern is going -to be an enormous 
job' whereas·under the proposal I 
ha:re made, by grouping together some 
of ~he larger companies; you will con
tinue to. st.ick to their patterns and · 
develop them further. 

Shri Morarka: My second question 
relates. to 'the~ accountability of this 
corporation to ·the public. It would 
be accquntable . to the. Parli~ent 
through th~ Ministcy concerned. In 
orqe~ to. make . this accountability 

·more effective would you not approve 
of the idea of· issuing 25 per cent .. of 
the shares of this corporation to the 
general public, subject to this provi
sion that no one person ·· can have 
more than five shares in thi~ corpora
tion, so ·that there may be no danger 
of concentration ·of power or any vot-
ing? · · · 

Shri Sb~o~; t:'-do ·not see· ariy parti
cular ment 1n a ··Government-owned 
corporation offering shares. If J. maY 
presume. to yenture an opinion I do 
not think the investing . public 'would 
be very enthusiastic in taking the 
shares. · · . '.' 

' Shri Morarka: ·If the . investing pub
lic· do·es not· take shares in the Gov· · 
errttnent~spbnsored corporation that 
~s·· a ·different matter. · I am oniy ask
mg .whether· it would be desirable or 
it· would not be desirable from the 



point of view of accountability that 
this Corporation should have share
holders from the members . of the 
publi<; so that the ~oJ,}>oration . may 
be. required to. meet regularly, 

Shri · Sh1·olf: Why don't you vest the 
same rights .in· the policy-holders·?: ··r 
do not think the public ·will be ·able 
to do th!s. You see the experience of 
the State Bank of India where the 
public do not show very great enthu
siasm or response to take shares of 
the State Bank of. India. There is a 
certain kind of attitude oi1 the . part 
of the investor. 

Shri Morarka: You must be aware 
that there is a recomm~ndation of the 

. Estimates Committee that· all the 
future Corporations ·of the Govern
ment must have 33% of the shares 
·given to ~he · public. I am relyfi1g 

: my suggestion on that· recominenda
. tion of the Estimates Committee, and 

I want to know from you whether it 
would ensure the accountability of 

.. the Corporation, or it would not. . 

Shri Shroff: You will have share
holders' meeting and you will get a 
few cantankerous shareholders to 
raise all kinds of questions about all 
aspects of management. That is the 
only thing you will get. 

Shri l\lorarka: Now, in. the Bill 
. which is before the Select Committee, 

there is no provision for the repre
sentation of policy-holders in this Cor

. poration. The Corp<iration which is 
· to consist of 11) members has no pro

vision for any representative of the 
·'policy-holders being there. In the 
present· ·Insurance Act, all the 
insurance companies are bound to 
.have some representatives · of the 
policy-holders. 

Sl•ri · Shroff: The policy-holders' 
. representatives should be one-fourth. 

· Shri l\Iorarka: Would you suggest 
one-fourth for the Corporation, · or 
woul~ you .'suggest. anything . else? 

Shri Shroff: If you want to bring 
it down in the Bill, I agree with you. 
:y0u ·might make. a provision. You 
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.in.;th~ Select Committee .. will be. able 
tq •;advise the Government and to 
suggest that out of. the l.S members, 
there may be 3 pr 4 or 5·representa
tives of the Policy-holders. Tllls js a 

··.·.fundamental·thing:··:···; •:, · ,, · · 

. Shri 1\lorarka: . I ain only, asking 
· whether as a measure oCprecimtion 

ther.e should be a provision: in the 
Act'" or whether there ·need· not be. 

Shri Shroff: ·I entirely~ agree •with 
that;. If the provisions of-the Bill are 
to bear any relation to the objects of 
the· Bill, there must · · be. a specific 
provision that the policy-holders ·should 
be adequately ,·represented on Lhis 

·· Corporation, because the first object is 
to give absolute · protection to the· 

· policy-holders:·: ·How·· will you give 
absolute protectio.n::without the p,olicy-

.. holders' representatives being ade
quately represented in the Corpora-
tion?· · 

.. Shri · Morarka: You have ;tated 
·about an Investment Adviso~y Board . 

· After . this · Corporation ... comes into 
being, all .. the investments of the 
different insurance companies would· 

2 pelpng t_q JP-!s <::~rporat~on,: and it niay 
be that. this Corporation may control 
some of the companies other than 
insurance companies. What formula 
or what set-up would you suggest for 

~~l!e. ~af!~g~~~nt~ t;>f ~~t~es~ :com~anies? 

Shri Shroff: I am glad you are 
_asking me this question. I would very 
strongly recommend to the Select 

··committee· that, the restrictions placed 
. in clauses 27· and- 27 A of the Insurance 
Act should be made applicable to the 

·working of~ this ·Corporation. i am 
saying that for one or two important 
reasons. of· national interest.· There 
are alr~aily Rs. 350 crores or more of 
ftinds whicli would be vested iii 

·Government, : and life offices. have: a 
tendency to multiply . geometricall:v . 

, In course of ti.iri.e, 'the Corporation 
will come to have very very subs
tantial funds. Under clauses 27 and 

. 27A of the Insurance·Act, restrictions 
have been placed on the iiwestment of 
life funds. · Apart .. from the few 
practic~l diffi.c~ties experienced by 
us in 1mplementmg these provisions, . 
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we have found that these~ restrictions 
are of a healthy and sound character. 
You are replacing the collective judg. 
ment of various ~;;:ople on the affairs 
of .various • ..... mpanies by these 15 
me!l':.:.as of the Corporation, whoever 
they may be. Their qualifications are 
not laid down in the Bill. One does 
not know who they. may . be. After 
an.· it is not only the question of 
giving protection to the policy-holder 
but the wb.ole nation will be interested · 
in this behalf. In order to impress 
the nation . that these funds are going 
to be judiciously invested, I would 

Shri T. N. Singh: One very imPGI'
tant element of competition which 
leads to better business is the price 
which has .to be paid, the competitive 
advantage that a particular manufac
turer can offer for a commodity to the 
consumer.. That is a very important 
element. But that will be lacking in 
this. Is that not so? 

.. s~~pJ.lgl;Y.j l' ~11~9-\mttf~~ ~CfJC~tl~~ce 
""of the·restrlctions and condl.tions laid 

down in clauses 27 and 27 A. After 
all, Government are not acquiring life 
insurance business to introduce, if I 
may , be .. pardoJ:?.ed ·for saying so, · 
nationalisation of industries py 
acquiring control of various compa

. nies. insurance funds are · to be 
invested on merits: that they are safe 
and sound in the investment and· that 
they will yield reasonable return, these 
should be the main considerations. I 
suggest that the funds . should not be 
allowed to be used fer purposes other 
. than lhe purposes ol prcitecUon ol 
. the policy-holders. Therefore, con
tinu&.nce ·of the restrictions :·I aid clown 
in clause 27 and 27 -A, · I .. recommer1d 
should be imP.Osed on· the· Corporation 
as they were Jmposed. hitherto on Ufe 
companies~ 

' Shri T. N. Singh: You have stated, 
· and I believe I have understood you 
· conectly, that in order . to introduce 

an element of competition, you want 
. certain independent units, eight or 
ten, or whatever the number may be. 

· and that the competition will be con· 
·fined to rendering service but not in 
the matter of rates. Am I correct that 
the element of competition will be ·in 
regard. to . services like approaching 
the client and giving him all facilities, 
~nd not in the. matter of the policy~ 

··,·::S.hri Shroff: The. way you o:rganize 
· yl1\lr unit, the way you train your men, 
these are going to be the main factors 
in developing insurance in this· 'couri. 
·try.~ .•... 

Shri Shroff: That is so. 

Shri T. · N. Singh: There is also 
another aspect, and I believe you are 
not unaware of the psychology that 
when too many people rUn. for the 
same thing, it creates also an adverse 

. itppression in. the mind of the pur
chaser as to 'why so many people are 
running for it and he may fight shy. 

· • Shri Shr~ff: You will also admit 
. that if _he has to buy only from a 
monopolist he may perhaps get more 
shy .. 

Shr~ .. T.: N~· Singh;. There is that ele
ment 'also .. 1 ¥want .. to . know what 
· dilTerence does it make if instead of 
.. 10. persons sending 20 ·canvassers only 
· one person sends 20 canvassers • 
·What actually does that amount· to? 
What is the difference if numerous 
canvassers approach the policy-holder 
~d look to his needs and try to get 
hl;ID all the advantages possible? What 
difference does it make if A sends 10 
canv~ssers and B, c, D, E. and F send 
only two each, that is, in all 10 
persons? The territory is not lrorlt d 

· So, without limited field of appro: h 
to the future policy·holder ,_

0 
c. 

that . . • 111 w lS 
m any way going to be ~:... • 

rent? uw.e 

SY;ui Shroff: The difference is 
obv10us. If I was running . one unit, 
I ~ou,ld be careful in selecting my 
agent. My agent will be a trained 
~gent, and therefore his work is 
likely to produce better results It is 
by .t~e sel:ction of the agent a"nd the 
trammg g1ven to the man who goes 
out to get the business that you will 
Produce much :better x:esults. 

Shri T. N. Singh: Do you think that 
the assurance that the present field 



workers will be continued should not 
have been given? 

. . 

Shri Shroff: I do not know who has 
given the assurance. 

Shri T. N. Singh: The employees, 
the workers in the insurance field, 
will continue. That is one of the 
assurances given. Now, we have to 
be careful and we should authorise 
these seven or eight units to weed 
them out. 

Shri Shroff: You will have to give 
initiative . to these independent units. 

Shri T. N. Singh: Do you like this 
assurance to be removed? 

Shi-i Shroff: We do not accept this 
scheme. 

Shri T. N. Singh: Supposing we 
accept your proposal, all this. will 
follow and the assurance need not be 
given, and some persons will have to 
lose their job on merits. 

Shri Shroff: All this will follow, if 
you accept our proposal. 

Shri T. N. Singh: Then we go_ to the 
question of investments. Now, you 
have stated that the clauses of the old 
Insurance Act, namely 27 and 27A 
should be observed. One of the ob
jects-about which no secret has been 
made-is that a larger proportion of 
the nation's savings should go to 
national undertakings or to private 
·enterprise also ·through national 
organizations like the Development 
Corporation, the Finance Corporation 
and others. . So, in that context, if a 
low proportion is ·deducted, do you 
think that this objective ·will not be 
met? . ~ . . ' 

~ ·_.. •_, .. J 

Shri Shroff: After all, what is the 
over-riding consideration? You want 
to protect the position of the policy

.holder. Therefore,. the over-riding 
consideration in the investment 
policy must be such that you ·do not 
take unnecessary risks with the 
policy-'holders' money. You may 
invest it in national efforts but at the 

· same time you must see that the 
investment is a sound investment and 
that it will give· you a reasonable 
return. 
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Shri T. N. Singh: You think 'that the 
principle and mi.ture of tlie invest.:. 
ment as defined in clauses 27 and 27A 
of the Insurance Act are the last .. word 
on the subject? 

Shri Shroff: They have been known 
in practice for so many years and 
they have bee~. found _to be ~or~~ 
satis"factbrily.' : . .' ~.' : : r ~ ! ;: ~ ~ ::.'I 

Shri T. N. Singh: But circumstances 
have changed, the needs of the nation 
have changed and requirements have 

·changed. In the light of these changes, 
would you not envisage any change in 
-ciauses 27 and 27A? 

Shri Shroff: If you study the provi
sions ·of clauses 27 and 27A of the 
Insurance Act, they give you sufficient 
scope. 50 , per cent of the funds can 
be invested in so many things. You 
have enough scope for investment of 
funds up to 50 per· cent. 

Shri T. N. Singh: I want to know 
from you not as to what I feel or the 
Committee will feel or the ~arliament 
will feel. Now, about this proposal 
.which you have just referred to ·re
garding a holding corporatio~, :~Ould 
you ordinarily prefer a J:wlding . Cor
poration? In that case, there are a 
number of companies -which are at 
present functioning and their rates 
are according to sound lines or un
sound Jines on which they have been 
running. They ca:r~ot. ~uot~ certain 
rates because_ of thell' ~m1tations. In 
·that case, don't you thmk that it will 
upset the structure of · . those small 
companies, or. w~ate~er they are, and 
upset their working Jf they are made 
to wor~ on a uniform rate? 

Shri Shroff: That should be ration
alised. If you find that.thetrhe are units 

hi h are not econom1c, ey should 
:e · ~ationalised and t~ey should be 
amalgamated and· earned on to the 
larger group. 

Shri Telt Chand: Will ·Y?u kindly 

d . 1 my ignorance and enllghtenme 
Ispe or two suggestions Which have 

on one .. T · 
been made by yo.u! o .m~ mind, the 

Of competltlon w1thm a large scope · · r 
unit, within the framework of :mono-



poly will be vt~ua}Ly..,c.i~~urp.scribed in 
view of the followmg,. fa,c~f:l. . . 

•..) ••• p 

The competition :\vin''lJe "restricted 
to merely competitio~··and 'canvassing 
or to use your language; 'competition 
in .~.elling; ~he ~sur~~c~ to thE7 people. 
ThereJ;cire, the sc?eme 1s the.~am~, the 
premium :J.Vill be. thy same, security to 

· the· policy-holders will be the same 
and so far as promptitude· or want of 
promptitude in the·· matter· of order
:iti"g ,claims of the policy-holders is con
cerned,. that- .too will be the same .... ; 

Shrl Shroff: .It will not be. f!ie-same. 
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That is where this element comes in. 
What I am suggesting is that under 
. independent units run by people · on 
their own initiative, there will · · be 
different standards of servicedeading 
to ·the establishment of · the highest 
.standard of service. · · · · · ·~· · · 
'"... .. • .1 ~ '4.1 • ..~.": ;·. 

-" Shri Tek Chand: The pos1t1on IS t,b.at 
the insurer is the Government. So 
.far as .. competition· is concerned, they 
will .be, hawk}.p.g the wares of the 
Govermnent, and will be advocates 
. engaged ~n_._the-.work of persuading· or 
.ip~u~ing the p_eople to accept~it .. · .... 

-~ '·'8hri Sh~ofllBut ~~at prings in busi:-
• • \ •....: ("' r - "' < 

ness, · · 
:. -:,,. 

Shri cTek . Chand: What is the ele
ment .of.:-:.competition th~re? When 
there are ... !our, five, seven or eight 
competitive:~rinits," the guestl.on will 
be whether·: you ·let .them tap . the 
village people."ot'the urban people .. ;. ... .. ; . 
. Shri Shroff: I rnean competition in 
·organising the ·. bu!;ihess~ · competition 
in running the bU.Sii_?.ess and:competi
tion in servicing the business. 

. Shri Telld.kar: Your idea· regarding 
the flexibility of operatioh? Is ·it that 
you _want to: give some autohomy in 
the working of the offices? :Do you 

·mean to say that the .per~ons employ-
ed on commission basis w1ll be prefer
able . to the personnel employed on 

• ? 
salary b~ls. 

Shri Shroff: Under_ the sc?eme of 
the business, you are making the 
organisation so rigid. B"1lt if you have 

8 or 10 autonomous bodies on the basis 
where' you can produce business, then 
you bring the element of competition. 

Shri Telkikar:. So, this commission 
basis would be· the incentive as far as 
urban areas are concerned when you 
ld~k tci the quantuin of business. For 
'instance, you see the difference: If you 
"go tci rural areas, you shall have to 
approach ~nore number ·of people and 
get les~ money. So, this incentive. _will 
not work in rural areas, which is the 
objective of the Bill. Therefore, would. 
you like to:..... · · 

Shri Shroff~ I have sounded a note 
of warning to the Government in this 
connection that if in the larger inter
ests and greater anxiety to get busi
ness in ·the rural areas they go there, 
their expense would. be pushed up to 
such a level that ·they · V?ill find· it 
·impossible to do so; 

Shri Telltikar: So, in rural areas, 
you shall have to send people who are 
allowed to work on salary basis. 

· '·Shri Shroff: There are other ideas in 
!llY rriinci. How can ·they enter in the 
rtiral areas-n:ot on the basis of mass 
rate? 

Shri Telkikar: What suggestion you 
can Inake- if- we are to be successful 
in rural areas? . 

· Shri SIUoff: :Mi-. Chairman I do not 
think~ it is. · p9ssible to dis~uss little 
details here. · . 

· Shri~ati Sushama Sen: May I knOW 
what . would be the incentive for the 
corporation to render better service to 
the poliy-holders'l 

. Shri Shroff: All these things can be 
JUdged from the results produced. 

Shrimati Sushama Sen: Could ·you 
give any idea of the results? .· 

.Shri .Shroff: The unit which is able 
to organise the business better which 
is able to render more pro~pf and 
·effective service. will ultimately. suc-
ceed in getting larger· business. Their 
efliciency will ·be reflechid in the 
results that. they :produce. . 



Shri Sadhan Gupta: Following that 
·question, I. want to know what would 

· ~e the inducement for the corporation 
to get greater business. It is not a 

•corporation which will distribute its 
-profits to the members of the corpora-
-tion. 

Shd Shroff: If you have· groups of 
units or units, you will have to pay 
·some fee . for running and managing 
these units: They are to function as 
autonomous units. Therefore, some 
managerial fees will have· ·to be 'fixed 
for that. · · 

Sbri Sadhan Gupta: Is it not possible 
to achieve the same object by suit
able incentive-monetary or other
wise-for better procuration of busi
ness and better service? 

Shri Shroff: I am unable to under
stand the questic;m .. 

Shri Sadhan Gupta: I do not know 
what kind of managerial fees you 
have· in mind. Whatever managerial 
fees you have in mind, such fees can 
be paid to the members of a monopoly 
corporation for rendering better ser
vir:e to the policy-holders, for showing 
greater volume than the last year and 
ior liberalisation of policy conditions 

· .consistent with economy and consist
. . ent with scientific actuarial basis. 

Can't th.at. be done? 
Shri Shroff: If these groups are 

formed and if they are allowed to 
:Sponsor the business, they will ha';e 

. to recruit the best men. I very ~uch 
doubt about .the capacity of a smg~e 
corporation to recruit men who, m 
spite of the fees, will produce ·good 

results. 
. Shri Sadhan Gupta: Do ~ou think 
that multiple corporations will do _the 
thing? Don't you think that multiple 
corporations, on the other hand, would 
involve a tremendous wastage ~f 

. national resources by waY of expendi-

' ture? . 
. Shri Shroff: I do not agree. . you 
· will find. Ultimately that ~~e orgarusa
tion will be more econoffilcal. 

. . Sbri Sa~ Gupta: Don'tab~~tt~~~ 
· that instead of one bra.nch, . . 
; or five will have . to. be established m 
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each place with all the ·consequent 
~· ? I•· ' ...... ' 

~~~P.e!l~,~lt~~·,·::•; ''-''. k ~·, ... ~. ' .. :~ _;'.!. 

:. .. shri'~sh~~ir(N-c;tr: ~;deisaiii;:: r:; .· )) 

: Shri Sadhan · Gupta: Regarding the 
· investment policy is it not desirable to 

take into account also the long term 
view of the national interest and 

·national economic progress of the 
country as a whole instead of· only 
the short-term view of ·return to 
policy-holders? 

Shri Shroff: I submit that sections 
27 and 27A provide for sufficient scope 
for short-term' and long-term for 
investment of funds. That is exactly 
the basis' on which .we have been 

· investing the funds of our companies 
f~r all these years. 

Shri Sadhan Gupta: · Do you not 
think that the ultimate retUrn to the 
nation which private enterprise is not 
in a position tq. ; ••.• · 

Shri Shroff: Subject to the over
riding consideration that · the interests 
of the policy-holders are at all times 

, safeguarded. 

Shri Sadhan Gupta: In this case it is 
safegt~:arded . 

Shri Shroff: But is it sound? Gov-
: ernment should be prepared to do that 

becaitse they will ~ot be able to pro
tect the policy-holders by a wise 
management. I suppose · it is not 
visualised by anybody, much less by 
the member in charge, that Govern-
.·ment are going to find money to ..... . 

Shri Sadhan Gupta: So, you mean 
that the interest of the Government 
is to be safeguarded...... , _ . 

Shl'i Shrcff: I submit that it is 
because· some of us have fears of this 
character that we strongly recommend 

. to you that the restrictionS laid down 

. in the present Act should continue. If 

. you want to give ·unqualified protec-
tion to the policy-holders and if 
you . also want to provide SC!me 
bonus to be paid to the policy
holders, your investment .cannot be 



lShri Shraff] 
based on what you consider as long
term basis. The hon. Member says :tha1l 
investment of- life funds should be 
made. on a lo~g term basis. You are 
certainly free to dO so. Under the pre
sent provis~qn~ _ qf the.~A~t. Y9U invest 

t: :YoL.r'"! £'\lhcis"ixi"''suci:J.!· a.··wa.Y -.that· you 
should at the_ end of every three years 
leave something to distribute ....... . 

Shri Sadhan G;.tpta: May I know 
what your fears are if sections 2_7 and 
27A are removed? 

Shri Shroff: I want the continuance 
of that policy and I yvant that to be 
safeguarded. If you are going for J.n
vestment, you may not be able to ful
fil that objective. I have very seri
ous fears. First of all, who are going 
to be the members of the corporation? 
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Shri-:J.U. C. Shah: They are all very 
good people. 

Shri Shroff: The . han. Member may 
be aware that sometimes people whom 
we consider as good may not be good 
business people. 

Shri K. S. Raghavachari: You were 
prepared to have monopoly and State 
ownership; but only you want other 
autonomous units to work with 
all the advantages that you have 
referred to. Cannot the same thing 
be done by the present corporation 
defining certain policies only and leav
ing the zonal units that they- wish to 
set up to be fairly autonomous_ in 
desthiy with the details beyond the 
things settled by way of policy? 

· · · Shri Shroff: You and Mr. Morarka 
are in· perfect _agreement on that. 

_ Shri Matthen: You mentioned the 
creation of. several autonomous imfts 
and you also said that the rates of 
premium must be the same, etc. You 
mean that there should be independent 
actuarial valuations for the units. If 
the valuation of one coo:npany warrants 
a higher_ bonus or even a lower . pre-

-miurn, the premium will be diffe
rent. would you object to that? 

Shri Shroff: I would suggest that if 
the Government are. going to have the 
monopoly, the premmm rates must be 

uniform. The bonus should vary r 

'Qecause that- will contribute to the 
efficiency- of the independent working: 
o( the -untts. 

Shri Matthen: That is all right. -

Then, Mr. Morarka was asking you. 
about the present position of some 
insurance companies who have very 
large investment in industrial under
takings. _ They may- be textile millsr 
sugar mills, etc. What is your pro
posal for looking after these under
takings in an efficient businesslike 
·way? 'Am I clear? I ani only asking: 
you in view of Mr. Morarka's- question 
that there are several industrHll under
takings -which are actually being 
owned by the · Insurance companies 
and which come along with the in
surance companies that Government 
are taking over; do you suggest any 
machmery for ·tooking after them pro
perly? 

Shri Shroff: I would suggest tnelr
Olsposat. _ 

Shri :1\ratthen: I am told that in 
U.S.A. which has the highest standard 
ill the matter of production there are 
industrial corporations: Take for ex
ample a big soap manufacturin-g cor
poration. Uf course, you know more 
about the American business than· I 
·do. I would like to know whether it 
is a fact that they allow competition 
between the different- units of the 
same corporation- ill a particular line 
say, washing soap and they even anoV: 
competition to the extent of cut-throat 
competitiOn. Is this Information 
correct? 

· Shrl Shroff: .1 ~ow ol a very large 
Amencan corporation where the units 
are allowed to compete With one 
another, 

Shri ~atthen: The same corporation 
allows different units to compete with 
~me ~nother. Are you suggesting any
thing on the model of the French 
nationalisation? 

Shri S4roff: I personally would like 
. to. have our nationalisation to . be as 

equal· . as possible to "the French 
nationalisation. 



Shri Matthen: .You gjve preference 
to the French model? 

Shri Shroff:. Yes, with a few modi
fications to suit our conditions. 

Shri Matthen: Assuming that you 
prefer the French model, you would 
like differen.t units? 

Shri Shroff: It is much simpler. 

Shri Matthen: It is one of the objects 
of the Corporation to tap the rural 
area. In the rural area, jt may not 
be paying for the Chief Agent or the 
Agent working on commission to get 
business. Would you recommend the 
rural area being controlled by paid 
men;t 

12.1 

Shti Shroff: BY paid men, by mobile. 

agencies. 

Ch~lrman· You knoW the trend of 
.- • · · the questions from varwus quarters_}ll 

Committee and you have your~elf 
.suggested a structure which possibly 

t fit ·n m· to the structure of the 
may no ! . 

B
·u framed Now taking the basis 
1 as . 'b'lit of 

C>f the Bill, is there any possl 1 Y 
makmg 1xnprovements? 

, Shri S.hroff: I can't sa~ now, because 
1 don't have anY material. 

Shri S. K. Patil: Would .,You give 
those details, as suggested. 

Shri Shroff: If desired, I will. 

Chairman: We would welcome any 
. f om people who 

suggestion commg. r 1i if theY 
·nave experience m the ;:·r having 
can put their heads togel e licY of 
tn mind the fundamenta po h uld 

. S ndlY there s o 
aationalisation. eco . ' as far as 

b t h least dislocatwn, e e . . gard to the pre-
possible, both Wlth r~th regard to the 
sent function and Wl ment have 
basis that the Gove~o do some-

t d We will haVe . c:tc?ep e · , fit in these thmgs. 
thing -and .. try to 't down and put 
If some of you could sld if there is 
your heads together an see could con-
anything useful ~h~~e;:t~ons of this 
tribute to the eld be helpful. 
Committee, it wou 

We 
are entirelY at your 

Sbri Shroff: 
disposal. 

Chairman: Supposi.t?:g ;the.te'-a"re: any 
proposals coming forward as · a ·result 
of co~sultaUo~s . among those who 
!mow the job, t~en it may be. useful 
at a later date. If necessary, we ni"ay 
even invite you again dependfng 'on 
tl;le. necessity as a result of the pro
posals made. 

Shri Shroff: We shall be only too 
glad to be of service. 

Shri M. C. Shah: May I suggest that 
the French example "is not at all 
applicable to the nationalisation as 
envisaged by the Government? There 
part of it is run by the Government 
and the rest run by the private sector 
It is being done in other countries. 
possibly in New Zealand or so. That 
will be incompatible here. 

Shri Shroff: One thing to be con
sid:red is this: The few companies 
Which _are nationalised-all the )::lig 
comparu.es are nationali$d-whether 
they are operating now as nationalised 
companies. That .is important. 

Shri M. C. Shah: As a matter of 
fact, they have allowed private com
panies to run in competition with 
these companies. 

Shri Shroff: You might eliminate 
that and say that only these nationa
lised companies are allowed to operate 
as independent autonomous units. 

Shri M. C. Shah: Therefore, the ele
ment of competition has to be brought 
in, because there are other private 
companies also in the same business. 
That is being done in New Zealand 
also. Here the position is quite the 
reverse. There will be only the mono~ 
polistic state of affairs. · The Govern
ment of India will have the monopoly 
of life insurance business and the 
corporation of the size, as you say, 
will be more or less a1,1tonomous. Can 
you suggest someth,ing Just to supple
ment the scheme that has been 
envisaged! 

S'hri Shroff: We are maklng these 
suggestions to you to enable you to get 
the best out · of the worst. We give 
you nationalisation, we give you 



lShrl Shraffl 
monopoly and in the actual . working 
of it, we want to introduce an element 
of competition· which ·will enable you 

to fulfil your objective much more 

effectively than you would . do under 

the scheme in your Bill. 
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Shri 8'.·· K. Patil: You can give an 
elaborate note on that point. 

Chairman: You can give us a note 
if there is something substantial. 

(Witnesses then withdrawn). 

(The Committee then adjourned). 
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(Witnesses were called in and they. 
took their seats). 

Chairman: What is your member
ship? 

Shri J. D. Dhingra: 50. 

Chairman: When was your Associa
tion established? 

Shri J. D. Dhingra: A year ago. 

Chairman: Is it spread all over the 
country? 

Shri J. D. Dhingra: Yes. 

Chairman: Besides the points you 
have mentioned in the Memorandum 
if there are any other special points 

h'ch y<l.l want to mention you may 
; 0 

1 
so, taking one point after another. 

Shri J. D. Dhingra: Our Association 
h wholeheartedly welcOIIIled · tb.e 

Gas nment's decision to nationalise . over . 
life insurance busmess. 

You need mention only Chairman: 
the points. 

Shri J. D. Dhingra: In a speech in 
Lok Sabha the hon. Finance Minister 
made certain references to the Chief 
agents. He said: 

"As regards chief agents who 
. up till now ·had jUrisdiction over 
cex~ain territories they, I am 
afraid, will have to go. Under 
the changed 'condition it would 
not be proper for us to continue 
them. I may add . that the trend 
over the last decade has been 
towards the elimination of ch1ef 
agents. and their substitution by 
branches." ' 

I have certain important facts to 
give in this corinectibn. 

Chairman: Do · you ·want. the chief 
Agency system· ·t'o ·be maintained. . . 

Shri J. D. Dhingra: We want the 
chief agency system to be maintained. 

Chairman: How do you want them 
to be absorbed? What: is the method 
by Which YOU WOuld like. 

Shri J. D. Dhingra: We would like 
to say that both the systems should 
b'e continueld-tbe branches as well 
as the chief agency system. 

Chairman: Do you mean to say 
there should not be any change? 



Shri J. D. Dhingra: There will be 
changes. 

Chairman: I would like to know 
what_ change you would -recommend. 

Shri J. D. Dhingra: We 
recommend that there should 

would 
be a 

re-organisation committee which will 
go into the whole question of integra
tion of the two systems-chief agency 
and branch systems. 

Chairman: Why not the Select Com
mittee do this work? 

Shri . J. _D. · Dhingra: Certainly the 
Select Committee can do that. 

Chairman:- How' can the chief 
agents be fitted into- the new scheme 
of things? 

Shri J. D. Dhingra: We want that 
certain areas may be earmarked for 
the chief agents. In the -new set-up 
certain administrative areas may be 
handed over to them within which 
they will work. 

Pandit K. C. Sharma: You want a 
separate region for that system? 

Shri- J. D. Dhingra: Either a 
separate region or within the same 
region . separate- areas may be ear
marked. 

-chairman: What is the idea? You 
want this corporation, the zones, the 
divistdns, the sub-divisions, the 
branches_. and then you _want certain 
areas reserved- for the chiE:if 'agents. 
How does it fit in? I have not yet 
been able to grasp it. 

Shri J; D. Dhingra: In India at pre
sent many insurance companies are 
working on both chief agency as well 
as :branch system basis. 

·chairman: Should we not_ forget 
what it is today? We are now re
organising the whole thing. How do 
you re-organise it and -how do you 
suggest the ~bsorption of the chief 
agents in_ the new. scheme of things? 
We have to take note of fact tl:~at 
there is goini to be a new situation. 
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In that new ... situation how are you 
going to fit in the chief agents? 

Shri J. D. Dhingra: In India even 
today there are companies which are 
working on both the systems. There 
are established companies working 
both systems. 

Chairman: You are talking about 
the present. I am talking of - the 
future. You want to maintain the 
present in the future. 

Shri J. D. Dhingra: No. The future 
corporation will be like that of a big 
company of today. It will have just 
a monopoly of business. Within the 
same geographical bounds of the 
country both the systems can work. 

Chairman: At the same time and in 
the same place? 

Shri J. D. Dhingra: Just as the 
various ' branches will have different 
areas, all the vanous zones will have 
different areas earmarked. The 
branches as wen· as chief agents can 
have separate areas earmarked. 

Chairman: You want separate areas 
for both? 

Shri J. D.- Dhingra: Yes. 

Chairman: In some places chief 
agents and in ,- some other places 

. branches, is that the idea? 

Shri J. D. Dhingra: Yes. 

Chairman: You want separate 
domains for chief agents and 
branches. How much do you want to 
reserve for the chief agents? 

Shri J. D. Dhingra: We suggest that 
even for purposes of comparison, 
roughly. one zone may be earmarked 
for the chief agents so that ultimately 
Government and Parliament could see 
the comparative output of work under 
the two systems in the next five years. 

Chairman: You want one zone with
in the whole country or you want one 
division in each zone? 

Shri J. D. Dhingra: We want either 
one zone in the whole country or a 



division in each zone. We want either 
of the two.· 

Shri M. C. Shah: .May I know whe
ther it is. a fact that since 1950 the 
trend of the insurance companies is to 
ell.minate chief agents and to ha:ve 
branch offices? The contracts that are 
being termin;:tted are not being renew
l?.d. Is it a. fact? 

Shri · .T. D. Dhingra: The fact is 
-while the number of 'chief agents in 
India has· gone down, the volume of 
business done by the chief agents bas 
actually increased very much more as 
compared to the rate of progress of 
the· branches. 

Shri M. C.· Shah: I am not concern
ed .with the volume of business. I am 
talking of the trends. 

Chairman: What does: the trend 
show? Is it towards . elimination or 
is it towards increase? 

Shri .T. D. Dhingra: The number of 
chief agents has gone down. 

Chairman: What about the trend? 
Is it towards elimination? 

Shri .T. D. Dhingra: I think there is 
an impression that the chief agency 
system bas outlived its utility; I 
would like ·to correct that· impression. 
I certainly maintain that · the system 
of chief agents has been very success
ful in India, · particularly during • the 
last five years. 

Chairman: Instead of introducing 
that ·system,. various companies are 
trying to eliminate that system. 

Shri .T. D. Dhingra: In 1950 there 
were 205 insurance companies in 
India. In 1955 there were only 165. 
The other 40 companies were either 
amalgamated · or they left the field.· 

Those companies were run on the 
chief agency system. The spade work 
in insurance was done · by the chief 
agents. The chief ·agency system has · 
not outlived its utility, On the other 
hand, I submit that the rate of expan
sion of busmess under the chief 
agency system has been as much as 

; 

12.6 

40 · times and I can quote certain' 
figures to prove that in India during~ 
the period 1949-53 the total life in· 
surance business increased from· 
Rs. 142 crores to Rs. 155 crores, 
which _means an increase of Rs. 13 
cr<ireS!. This represents , an average 
rate of expansion of about 9 per cent. 
As was rightly said, most oi the 
busine:::s :was done under the branch 
system. So this rate of expansion 
can be treated as rate of expansion 
of the branch system in India: In 
the cas·e of chief agency system the 
rate of expansion has been as much 
~s 570 per cent. or 650 per cent. and 
m no case has it been less than 5(} 
per cent. That certainly shews a 
much faster rate of expansion.· If the 
nation's needs are mobilising the 
people's savings faster, then certainly 
the chief agency: system lends itself 
towards that end. So we cannot SllY 

that the chief agency system has fail
ed. We cannot admit that the trend 
has ·been towards its elimination for 
various reasons. 

. Chairman: What are the 
reasons? 

other 

Shri .T: D. Dhlng1·a: As I said the 
last five years have been a peri~d of. 
:onsolidation. Though the number of 
msurance companies has not increas~ 
ed :the :total business has. expanded. 
While ln the . beginning .the .. figure 
sto~d at. Rs. 780 crores, at the end of 
the periOd it increased t R 1059 
crores. That does not me~n t~~t life 
insurance ha b s ecome less popular. 

Chairman· Nobo.d : h . d 
• Y as questwne 

tha~. You need not Propound theories 
which are. not contested. Just tell u& 
wh;: was lt tha.t_ the companies by a: 
de~berate Polley tried . to eliminate 
ch1ef agents and to establ' h b h s . . ts r<Jnc e • 
whiCh you have admitt d . y an . . . e . ou c 
give reasons for that. 

Shri .T. D. Dhingra: The ·main reason 
for that was this. All the· 45 companies 
which had chief agency systems have 
either left the bl6Siness or merged · 
with ·others. ' 



Chairman: Have ·you any figures 
with regard to· the chief agents of 
those 45 companies? 

Shri J. D. Dbingra: They were all 
small companies. Most of them start
ed with the chief agency system. 

Chai.nqan: Having started with that, 
they tried to eliminate that system? 

Sbri J. D. · Dbingra: They were 
sman companies and if there had been 
no chief agency system they would 
have gonE:'· out .:>f opexation murh 
earlier. 

Shri M. C. Shah: If that is ·so, why 
do all the big companies prefer to 
have the branch system? · Why is the 
trend like that? 

Shri J. D .. Dbingra: Let · us see the 
result of it. 

Chairman: First we are concerned 
with the trend. What are the present 
companies doing with regard. to the 
chief agency system? 

Shri J. D. Dhingra: I have not got 
the exact figures as to how • many 
chief agencies were converted · into 
branches. · · 

Chainnan: You have not got the 
figures. 

Sbri J. D. Dhingra: 1 do not think 
anybody has got those figures.· 

Cbalirman: Possibly other agencies 
might be able to supply the. figures. 

Shri Venkataraman: You represent 
only the chief agents of foreign com
panies here or all the companies? 

Shri J. D. Dhingra: All the com
panies. 

Shri Venkataraman: 
memorandum you have 
the foreign· companies. 

In your 
quoted only 

Shri J. D. Dhingra: I can give you 
a list of all the ·Indian companies 
whose chief agents are members of 
our Association, ·· 

Shri Ve:tikataraman: 1s it· true that 
so far as foreign companies are con
cerned greater reliance is placed on 
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chief agency system while all the 
Indian companies tend to have branch 
system? With regard to the foreign 
companies are all of them having 
exclusively chief agency system? 

Shri J. D. Dhingra: Sun Life Insur
ance Company has branch system. 

Shri Venkataraman: Leaving Indian 
companies, is there any other compan;r 
which has br~nch system? 

Shri J. D. Dhingra,: · As far as we 
know,' there are some others too. But 
Royal also has got · chief agency sys
tem. 

Sltri Venkatara.man:· Is it not a fact 
that Norwich Union, Royal and North 
British account for the bulk of the 
foreign business in India? 

Shri J. D. Dhingra: Yes. 

Shri Venkatara.man: Only foreign 
insurance companies rely very much 
on the chief agency system. The 
Indian companies do not rely on this 
system. · 

. Sbri R. N. Chatterjee: Many. of the 
existing big Indian· companies, for 
instance, Bombay Mutual, Empire of 
India, Bombay Life and others, start
ed on the basis of the chief agency 
system. All the· companies which havo 
the ·chief agency system have played 
their role well. 

Shri M. C. Shah: You have mention
ed the names of three companies. But 
those three companies are simply 
waiting for the exPiration of the 
period of contract. They are having 
10 years' contract and they are just 
waiting for the expiration of that 
period. 

Shri J. D. Dbingra: No, Sir .. As far 
as ·Norwich Union is concerned, they 
are working. exclusively on chief 
agency basis. · 

Shri 1\l; C. Shah:· You must remem
ber that about Empire of India I know 
much more than you do .. 

Shri J. D. Dhingra.: So far as the 
British companies are concerned: . · I 
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can certainly say that they· are not 
marking for the deadline of 1960. · 

Shri Venkataraman: That is exactly 
my point. The foreign insurance 
companies rely c.n the chief agency 
system because of their efficiency? 
But the Indian insurance business is 
changing over to the branch system. 

'You said ·that the Bombay Life In-
surance Company had the chie!" agency 
system, but what is ·the tendency in 
Bombay Life today? .. Have they not 
chimged the· chief agency system for 
the branch system? · 

Shri R. N.' Chatterji: Probably it 
suits them better. They might have 
their own reasons. If we know the 
reasons, we might be able to meet this 
particular point. 

Chairman: Now, so far as compen
sation is concerned, there has been 
some mention of compensation being 
given for the term:nation or altera
tion .. ' of the chief agency contract. Is 
that so? 

Shri J. D. Dhingra: Yes. 

Chairman: What is the sort of com
pensation . that is expected for this 
terminaticn? 

Sbri J. D. Dhingra: W ~ want that 
all the ·renewal commission on busi
ness · completed up to the date of 
termination should be continued to be 
paid to ·the chief agents.' · 

Chairman:. Has it been. the practice 
in the past when agencies were termi
nated? 'You want that whatever is the 
practice prevalent 'today with regard 
to the termination of contracts of chief 
agencies should be continu~d. Is that. 
so? 

Shri J. :Q •. Dhingr-a: Apart from the 
question of practice, there· is the qu~s
tion of equtty .. I This ·is a question 
affecting a wholei class of people who 
are chief agents. ; Unless this is done 
when· one looks at it the; eJ;J.ds of equJt; 
and justice will not be met. ,, 

Pandit K. C. Sharma: Let U:s kn~,~ 
how these chief agencies were termi~ 
nated. r ; 

l\lr. Chairman:. Whenever there was 
a cas~ to terminat~ the contract, wha1 
was happening till now? 

Shri J. D. Dhingra: In the case of· 
contracts which terminated in 1950, l 
an~ definite that all the chief agents 
got the continuation of their over-rid
ing commission, and in certain cases 
the Courts awarded them the dues. 

Shrimati Sush3ma Sen: On the basis 
of the average, what do . you think 
would be paid monthly to the chief 
agents? I mean on an average for 
about 10 years, what \Vould the chief 
agents have been earning? What· would 
be their · emoluments if fixed on a 
monthly salary basis? How much: do 
you thirik the chief agents would ex
pect? 

Shri J. D. Dhingra: The chief agent's 
emoluments have been based on the 
business. His emoluments will depend 
on the amount of busine~s he has been 
doing. · . · 

. Sliritnati ~usbama Sen: Can you not 
glve us an idea of what his earnings 
are? 

Sh!i J. D. Dhingra: They have been 
varymg from 2~ per cent. up to 15 per . 
cen~. on first year's premiums. On this 
basls, if it is worked out, in the case 
of chief agents the total cost haS 
been very much less as compared to 
the branches. The chief · agent has 
been running the business on a verY· 
much more economical basis. .. 

Shrimati Sushama Sen: lf that is so, 
why, are the chief agencies being termi
nate~? If. the . chief agents are doing 
goo~. busmess, why ·are they 'being 
terrrunated? , · 

Sb · ' ,rt J. D. Dhingra: For many insur-
ersth t ·' ' e cos may ,not have been the 
only consideration: In the case of 
Bt ombay Mutual, 'I can. give the, figures 
o sh th ' · · a .ow . ·at their converting chief 

t:e.ncles mto . branches has increased 
, . i elr. rei}ewa~ ~xp~nse_, ratio. So, cost 

· s ·not the, only consideration. In toe 
case, of Bombay Mutu~l the renewal 
expense ratio beforJ they. converted 
the· h" ' ' · · 
13 lr c lef agencies intp branches was 

· • .14 alld ·14 per cent for the ·years 1947 1 . • ' . 
rn ·' 948 and. 1949 respectively, Tpat 

eans an average of 13~7 per cent. 



before they converted their chief 
agencies into branches. After conver
sion the renewal expense ratio rose to 
17•4, 16·8 and 15·9 per cent. for the 
years 1952, 1953 and 1954 respectively, 
which is much above 13· 7 per cent. 

Shri B. R. Bltagat: Does this include 
the renewal expenses of the branches · 
as well as of the chief agencies which 
were terminated? 

Shri J. D. Dhingra: Yes. 

Shri B. R. Bhagat: It is not a cor
rect statement to say that only because 
the chief agencies have been convert~ 
ed into branches their expenses have 
gone up. This cannot be because the 
cost includes, as you admitted, the 
renewal expenses of the chief agents 
as well. 

Sltri i. D. Dhingra: After 1950 there 
have been branches .. Before 1950 there 
was only the chief. .:gencies. After 
1950-51, there were just two or three 
chief agencies left under the Bombay 
Mutual whereas before that the whole 
of Bombay Mutual worked only on 
the chief agency basis. 

Shri 1\1. C. Shah: Your plea that if 
the chief agency system is abolished 
and· branch offices are opened the ex
pense ratio · will go up cannot be 
sustained. 

Sltri J. D. Dhingra: I have cited 
the case of Bombay Mutual. 

Shri l.U. C. ,Shah: One case cannot 
prove the whole matter. If your plea 
is that if the chief agency system is 
abolished and branch offices are open
ed, the expense•ratio will go up gene
rally, then you may advance that 
argument. There is no use quoting 
one case. The facts about the expenses 
of Bombay Mutual are not known to 
this Select Committee,-whether theii
expense ratio increase was due to this 
or that. What is the general proposi
tion that you propose to. advance? If . 
it is your proposition· that if the .chief 
agency system is abolished and branch 
offices are opened, the, expense ·ratio. 
will go up, then you may contend like 
that. 
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Chairman: You must give us only 
the general trends. Now, there may 
. be chief agencies being abolished in 
several cases. What is the position in 
regard ·to all the cases as a whole? 
Owing to the aboljtion . of the chief 
agency system and substitution of 
branches, has this resulted . in very 
much ·cost? Have you. got figures to 
prove that? 

1 

Shri J. D. Dhingra: Ours is only the 
Chief Agents' Association and there
fore we have no approach to the 
branch organisations, and as such we 
ourselves are not in a_ position tct give 
the detailed figures. If this Committee 
can call for these figures, I am sure· 
that they will }Je very reve:.ling. 

Sltri ·l\:1. C. Shah: When was your 
association formed? 

Shl"i. J .. D. Dltingra: One year ago. 

Shri 1\1. C. Shah: 1$ it one year ago 
or after, the Ordinance? 

Shri T. Subrahmanyam: What is the 
date on which your Association was 
fort:ned? 

Shri J. D. Dhingra: I do not remem
ber. 

· Sbli B. R. Bltagat: There are .two 
associations, I suppose. The other one 
is the All India (Life) Chief Agents' 
Association. I do not know when the 
other association was formed. 

Sltri J. D. Dltingra: That . is' an ?lder 
body. But today we have more mem
bership and we have collected our data 
from all over India and we are co
ordinating our activities \vith that 
body. 

Cltainnan: May I take it that all 
, that 'you want is that this · system is 
continued in some form or ·other, or 
supposing it is decided that this s:Ystem 
need not be allowed to continue, you· 
want that the present practice of con
tinuing the commission being. paid' 
should be there.· Is that so? 

Shri J. D. Dhingra: That practice, I 
was trying to explain, has been only 



in individual cases. I would therefore 
request that that practice should be 
extended to all cases because of the 
special considerations· and because of 
equity and justice. 

Chairman: You want that pra~tice 
to continue for all, wherever there is 
a case for abolition. If the!-'e. is any 
alteration in the contract, what would 
you suggest? : 

Shri J. 'D. Dhingra: I would suggest 
that on the basis of the past business. 
·renewal commission should be conti
nued.· 

Chairman: · Do you suggest 
that a definite provision be made in 
the Bill so that chief agents and chief 
agency staff are absorbed in th~ Cor
poration? Is there any specific sug
gestion? 
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Shri J. D. Dhingra: We have sug
gested that clause 8 may be suitably 
amended so that our over-riding renew
al commissions are guaranteed. 

Chairman: I am now referring to 
the absorPtion of the chief agents and 
the chief agency staff. Have you any 
constructive suggestion to make about 
this? 

Shri J. D. Dhingra: We would request 
that clause 10 may be suitably amend
ed to include the staff of. the chief 
agencies. 

Chairman: You mean that while 
referring to the employees of the com
panies, the definition should be such 
as to include also the staff of the chief 
agents? So, you don't want to absorb 
the chief agents? 

Shri J. D. Dhingra: We do not want 
to have a legal claim for the chief 
agents. 

Chairman: We are not talking about . 
any legalitY. We are talking about ab
sorPtion of chief agents; legal or not 
legal is a different matter. I wanted to 
know your . views~ · 

· Shri J. D. Dhingra: We feel .thai 
th e chief agents are very experlenc
e/~ople, and with due re~ard, to their 

rfications and experience they 
qua lid be suitably made use . of 
t;DOU 

because there is the national interest 
involved. 

Slui Sadhan Gupta: You have sug
gested that definite areas should be 
marked out for the chief agents and 
for the branches. What is the number 
of chief agents in India? 

Shri J. D. Dhingra: It is about 250. 

Shri B. R. Bhagat: The number is 
248. 

Shri Sadhan Gupta: Even then, that 
does not make much difference. You 
want 250 areas. Do you think that it 
is feasible for the Corporation? 

Shri J. D. Dhingra: I am not un· 
aware of this. I do not think it will be 
feasible to earmark 250 areas; and I 
also think that all the chief agents' 
offices cannot stay on as. chief agents' 
offices. Therefore, a suitable · system 
should be evolved so as to have size
able areas in which the branches 
would work and areas iri which the 
chief agents would work. 

Chairman: What is that suitable 
arrangement that you suggest? 

Shri J. D. Dhingra: We have request
ed that a Re-organisation Committee 
under the chairmanship of the Finance 
Secretary . may be set up to go into 
the organisational details. 

Shri Sadhan Gupta: You. have also 
stated jn your memorandum that the 
chief agents may be left to operate 
even in competition with .the branches, 
and that they may not have exclusive 
areas. Now, I take it that the essence 
of a chief agency is that it works inde
pendently of the control of the insurer. 
The discretion in the development . of. 
the business is vested solely . in tb:e 
chief agent. Do you think that the Cor
poration should be asked to divest it
self of all controlling power and leave 
it to individuals .. to develop the busi-
,ness for them.selves. · 

Sbri J. D. Dhingra: The Chief Agent 
· c.ertainly would work under the con· 
trol of the Corporation. 

., ' 

· Shri Sad.han Gupta: I did not eaten 
your· reply. 



Chairman: He. says that the chief 
agents will continue to work under 
the control of the Corporation. 

Shri Sadban Gupta: ThEm that is 
something like a Branch Manager. 

Shri Dbingra: He will be at the 
same level as that of !J. branch mana
ger, but he will have enough incentive 
and enough scope to produce more. 

Shri Sadhan Gupta: I was under 
the impression that the chief agency 
should develop business according to 
its own discretion and the cor_Poration 
can have no supervisory or controlling 
power over it just as in the case of 
branch manager. So, you will agree 
that that kmd of a set-up should not 
exist. The chief agency-if you like 
to ch~ose to call it thus-should be 
under the superintendence and control 
of the corporation in respect" of busi-

. ness development 

Sltri DJlingra: I fully agree with you 
that chief agents will be under the 
control of the corporation. That is our 
conception. Even now chief agency is 
working under the control of head offi
ces and therefore, I see no reason why 
that advantage of personal initiative 
should be lost in the new set-up. Cer
tainlY it will be just another wing 
or part and parcel of the corporation. 

Shri Sadban Gupta: How do you dis
. tinguish the chief agency system from 
that of a branch system? 

Sbri nbingra: According to our view, 

O
verall limit of expenses will be an . . 

turally fixed by the corporahon-
~:y, some overall percentage will be 
fixed. They · decide the same percen-

t g for the chief agents also. Then 
a e t . 

for procuration, we have o mcur cer-
t · fixed expenses ·on the Agents. 
;:at leaves us only a little margin 
within which we have to develop our 
. 'tiative. If I can manage my office 
llll . . t d 
staff within a certam percen ageb .. an

1
. 

'f I am allowed to go out and mo 1 1se 
1 h pepole's saving in tlie villages and 
~i=tricts without getting. an~ ~ay-to-

emu·ssion I can do 1t Wlthm that 
daY P '. small limit wh1ch has already been 
earmarked ...... 
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Sbri Sadhan Gupta: Would you ac
cept the authority of the corporation 
to direct you as to how you should 
proceed regarding the development of 
business? 

Shri Dhingra: Certainly. 

Shri Sadban Gupta: In that case, 
don't you thitn.k that it would be 
better for these .. chief agents to assist 
the corporation in the capacity of 
officers of braQches or similar other 
capacity on a salary basis?. 

Slui Dhing~·a: We feel that the 
salary system does not allow that 
much of scope for initiative and this 
should not be lost sight of. Also we 
feel that commission syo:tem will lend 
itself to greater production of busi
ness. That has been our past expe
rience. · 

Shri Sadhan Gupta: Regarding the 
economy, don't you think that if you 
were paid an overall sum for manag
ing your affairs you would be com
pelled to cut down the remuneration 
.of the staff of your' offices in order to 
make both ends meet· so far as you 
are concerned? 

Shri Dhingra: I can tell you from 
my personal experience that the staff 
of chief agency offices in very many 
cases are paid more than the staff in 
some of the branches. 

Shri Sadhan Gupta: Do you not 
agree that the staff working in the 
bigger insurance companies are paid 
better than the chief agency offices 
staff? The staff of Oriental, Hindus
tan, New India and National are ,very 
much better. paid than the starr of 
the chief agency. 

Shri Dl~ngra: The chief agencies 
\Vill be quite happy to abide by any 
general restrictions that may be put 
on them. But all that we suggest is 
that we should have enough scope for 
initiative, because in the insurance 
business under Chief Agency system 
the more we produce the more we get, 
but still we are withi!n the ceiling. 



Shri Sadhan Gupta: Regarding ex
p'insion of offices, you have quoted 
two foreign companies and l think one 
Indian company, namely, Hindu 
Mutual. Regarding foreign companies, 
have you compared the figures for 
renewal expenses as between foreign 
companies run by cnief agencies and 
foreitgn companies run according to 
branch system? 

Shri Dhingra: I have compared and 
I shall give you those figures also. In 
respect of .the Sun Life of Canada 
whi.ch is one of the best run offices in 
India but which is working on branch 
basis, the figures a'l"e as follows: 

In 1953, it was 13:.3 per cent.; in 
1954, · it comes to 14:1 per 

.ceut anJ in 1954 the figure was 15 
.per cent. For all the three years to
gether it i's 42."3 per• cent. and on an 
average it is about 14·1 per cent. per 
annum. These . are ~i:J.e renewal ex
penses. In respect of . the Norwich 
Union which is a•lso an equa!ly good 
fox:etgp. . company. but. which ·is work
ing ori. chief agency basis, the average 

, .figure. for the, above three years comes 
to 7·3 per cent. which js roughly half 

, of the average in respect of Sun Life. 

Shri Sadhan Gupta: Have you 
figures for the compaorative remune
raticn paid to the staff of the branches 
and the chief agencies? 

Sbri Db~gra:. I have not goi those 
figures. 

Shri Sadban :Gupta: The next thing 
I want tG ask you is about th~ figures 
re.,.o.rding the ratio of busine~s deve
lo;ment . as between chief agencies 
and branche~. Don't you think it i's 
open to this fallacy? In the ca~e of 
chief agencies the volume of busmess 
is much smaller. If we increase it 
from one lakh to four lakhs, the 
figmes go up very much. But if i_t is 
. re"'sed from one crore to two 
.me "' . t" . h 
crores, then the reflec 1~ m t e per-
centage is not so . mucth but, at th~ 
::;arae time consitdenng e vo.ume o · 

b -·r ess it js better. In most cases, 
U~ll • • 

th output of the chief agency IS very 
sr:.'"lll. Don't you think, it is open to 
that fallacy? 
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Sllri Dhin;"l"ai We have also given 
fjgures in respect of certain chief 
agerrcies \Vhere the volume of busi
ness is more and comparable to that 
of branches. Such as from 18 to 97 

lakhs ... 
Shri Sadhau Gupta: That is · in 

Delhi, I believe. The branches of big 
companies have done greater volume 
of business than in Delhi, that is, 97 
lakhs. 

Shri Dhingra: There are also cer
tain bronches which have dori.e verY 
much less. 

Shri Sadhan Gupta: I am talking of 
bigger companies, because a c>orpora
tion will not be comparable with 
those small concerns. 

Shri Ragltavarhari: I was not able 
to hear whether you menti'oned that 
th<!re was any compensation actuallY 
paid or not when these chief agencies 
came to be abolished in the past. 

Chairman: They say that they were 
.allowed to draw certain commissions 
that we1·e due to them. 

Shri Uaghavacbari: Only. the. rene~ 
wal commissions? 

Chairman: y ~s. 
S_hri Sadhan Gupta: Now you have 

churned for the continuation of\ the 
renewal commission.. Is that correct? 

Shri Dhingra: Yes. 

Shri Sadban Gupta: Is it not a fact 
that at least a part of the renJwal 
comraissions which you could clairn 
f:om ihe insurers if the agency con~ 
tmues, say, by way of your, expenses 
of the chief agency, you should not 
take into account, now_ thai you· have 
no longer to offer• it? 

Sbri Dhingra: I could not folloW' 
the question. 

Chairman: He says that i;n the 
ammmt you are going to get as rene~ 
wal commission there is a fraction 
for the purpose of running expenses 
of the office. Now that you will no 
more run the office, that portion of 
the commission may not be neces
sary or due. 



Shri Dhingra: We treat all our rene
wal commissions as our deferred earn
ings. Out• Comm~ssions consist of two 
parts, namely, first . year commission 
and renewal commission. First year 
comnusswn is very very low and 
therefore the whole thing has to be 
taken as a whole. When it is taken 
as a whole, we certainly feel that 
there is no justification for reduc:'ng 
lt. 

Shri Venkataraman: On· page 6 of 
your memorandum you say that there 
are certain decisions of Bombay and 
Calcutta High Courts. Can you men
tion what you refer to?. 

Shri Dbingra: We know of one 
ca· and that is in respect of Messrs. 
l\'I::>dora and Company ..... . 

Sbri Venkataraman: Are you refer
r:ng to cases under sectron 44 of the 
Ad which has provided for conti
nuance of payment of commission or 
as compensation for termination o~ 
chief agency? I want to make a dis
tinction between compensation for ter
mination of chief agency contracts and 
continuation of : payment of commis
ison under section 44 of the Act. Have 
you got any case to your kno\~ledge 
where compensation has been patd' for 
termination of the chief Agency con
tract ap'ht\ from payment under sec
tion 44 of the Insurance Act? 

Sbri Dhingra: As far as we kno.w, 
section 44 does not apply to c~tef 
agencies at all. Moreover it came mto 
force in 1951. ... · · 

Sbri Venkataraman: So, can you 
say that the compens.ation has bee~ 
for termination . of chtef agency con 
tract in respect of Bombay Mutual 
and Empire? 

Shri Dhingra: I !have just mention
en these names. 

Shri Telkikar: May I know bow 
manY rhief agencies there are? 

Sltri Dhfugra: As I said they are 

abOUt 248. 

Sbri Telkikar: I wanted. 
the number of chief agenctes 
the number of chief agents. 

to know 
and not 
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Chairman: It must be the same. 

Shri Telkikar: You have given 
figures only iri ·respect of eight com
panies. What do you mean by that? 

Shri Dhingra: We had only very 
little time to compile. these figures. I 
will certainly! give you, if you arc 
interested, very many more figur<es 
within . a week's tiime. 

Shri Telkikar: Taking into consider
ation the ninctio:ns you carry on in the 
office, is n not that the difference is 
onlyin the nomenchiture? Because, 
you do the same work which :'S done in 
the branches. 

Shri Dhingra: I had a talk with the 
chief agents on this issue which we 
considered as important. My per
sonal experience is that we do not 
issue any renewal notices, we 'do not 
issue h:pse notices and we do not 
i'ssue any receipts. These parts· of our 
jobs are being done by the head offi
ces because they )laYe felt that our 
renewal comm1ss1ons and our first 
year commissions' are not commensu
rate. with the.se additional tasks and 
ther<efore they do< not 'burden us .with 
these tasks. 

Shri · Telkikar: In the case of Bom
bay ;Mutual, they: had some Chief 
Agencies. Mter 1950, they had con
verted these Chief Agencies into 
Branc~ Offices. It is only by .acci
dent .that some' are . remaini!ng. Are 
you satisfied if . these Chief Agencies 
are supposed to be converted into 
Branch Offices for the purpose of 
clause lO(i) and (2) of this Bill? 

Shri Dhingra: I' must say that a 
~crtain amount of reorganisation will 
have to be done. The whole question 
may have to be gone ilnto, but 'cer
tainly we have a•lready, suggested that 
the Chief Agency system should be 
allowed to continue. 

. . 

Shl"i Telkikar: The Chief 
system: ' will not be allowed 
tinue. Of course, they. will 
there in that nome:nclature. · 

Agency 
to con
not be 

So far as the staff of Chief Agencies 
are concerned, if these. Chief Agen
cies are deemed· to be Branch Offices 



:1.~ 

!or the purpose of Clause 10(1) and 
(2), then of course, the . employees 
will be satilsfied. Isn't it? 

· Shri Dhingra: I ~ouldn't understand 
you. 

Sbri Telkikar: For the purpose of 
compensation or continuation of their 
employment, suppose these Chief 
Agencies are deemed. to be . Branch 
Offices for the purpose of sub-clauses 
(1) and (2) of Clause 10 of this Bill, 
then their staff will be considered to 
be permanent employees and they will 
have the same facilitties which the 
Branch Offices are going to get. 

Shri Dhingra: We do not think the 
crp;ef Agents come within the pur
view of Clause 10. 

Shrimati Sushama Sen: You say in 
your Memorandum that the personal 
service to policyholders under the 
Chief Agency . must· . be per'Sonal, 
prompt and friendly. We want to 
know what help you could give in 
the new set-up , in order to keep up 
these friendly relations witli the 
policyholders? .. In .the new set-up, in 
what capacity · could you give this 
help? 

Cliairn1an: They have asked to be 
.Cotltfuued a'S they are. 

Have you any other suggestions to 
make? 

Sbri Dhingra: Ther'e are certain 
contracts which even today . allow 
renewal commission after the terrni
natifon, and the benefits under these 
contracts extend as long as the policie 
are in force. Now I would like t~ 
mention three important points in 
connection with those contracts. 

The first is, of course, the legal 
rights that those agents have. They 
have already earned the commission 
by virtue of the contract. 

The second is an important factor 
and that i~ · th.e business of these Chief 
Agents consiSts of two parts one 
the Indian business and the oth~r the 
:;'terling business. If any r>estriction 
JS put· by the Co11Joration, it wiD 

naturally imply that even the renewal 
t:omrnission may not be paid in spite 

. of these contracts, whereas so far as 
the sterlilng business is concerned, we 
are quite sure that the for'eign com
panies will fully honour their obliga
tions. Therefore, we fear that there 
may be some restrictions which maY 
even put us in an inferior position; I 
mean our own Government may even 
put us in a position where we may be 
treated i'n an inferior way. I would 
just rcqu~st you to kindly . I~ccp t~is 
point in view. 

The other point I would like to 
explain is this, that the burden of 
continuing the renewal commission is 
not excessive. The Chief Agents 
were a social necessity !in the past 
and the burden, if the renewal corn
mission is continued, will not be verY 

. excessive. 

Chairman: What does the renewal 
commission come to? You can· just 
try to give us some figures. 

Shri Dhingra: The . total ·renewal 
,premium income in Indi'a according 
to the latest Insurance ·ye;r Book, is 
Rs. 44 crores. 

Sbri M. C. Shah: That is for 1954· 
We have got figures for 1955. · 

Shri' Dhingra: I am giving figures 
from the latest Insurance Y!=!ar: Book. 

Chairman: You can proceed. 

. , Shrl Dhingra: On this basis;·· the 
renewal commission payable· to the 
Chief Agents will! be very much small · 
as compared to . the corresponding 
benefits available to the agents on 
the one hand and the salaried staff 
on the other. 

Chairman: Ho\v ~uch wil1 that be? 

. Shri Dhingra: The renewal commis~ 
Slcn payable to the agents will be 
Rs. 3·~ crores for the first two yea:s 
~nd Rs. 2·2 crores thereafter. This .15 

J~sed on 5 p.er cent. renewal comnns~ 
Slon. A;s you ·know this renew!!!l 
com.mission is now hereditary under 
section 44 of the Act That means 
thtR · Je a s. 2·2 crores a year is payab 
to the agents and if we assume that 
4 normal :Period of. a policy is · 10 
years, the totaJ liabili'ty including the 



[Shri Dhingra) 

fnst two years may come to about 
Rs. 24 crores. This is so far as the 
agents are concerned. 

On the other hz.nd, if v.ie take the 
salaried staff, there are 165 life offices 
in India, and assuming that in each 
office there are on an average · 10 offi
eers both in the Head Office and the 
Branch-if 1 am not wrong there are 
certain companies which ·have as many 
as 40 Branches and. something· lilke 

400 or 500 officers-drawing Rs. 1,500 
ancl above and if they are entitled 
to provident fund, gratuity, pension, 
etc.-every insurance company con
tributes to provident fund which is 
normally 1/ 12th of the salary of the 
officer, !.ha·t is, both the employee and 
the employer contribute Rs. 125 each 
which comes to -Rs. 3,000 a ·year-in 
the case of each officer the · accumula
tion of all these benefits with inte-

. rest over a period of 25 years will 
amount to Rs. 1,30,000 per person or 
a total liability of Rs. 22' Cl'Ores. As 
against this amount for salaried staff 
and that of Rs. 24 crores in the case 
of agents, the total liability in respect of 
Chief Agencies will be very very insig
nificant. I am only saying this be
cause this question was put to us from 
various quarters saying that the total 
liability· on account of Chief Agents 
may be very big, According to our 
calculations, compared to the earned 
income of 'agents and that earned by 
the salaried staff, the· total quantum 
to be paid to. Chief Agents is very 
small. The total Chief Agency busi
ness in Indi::t is roughly about 5 per 
cent. and this means a total renewal 
premium income of Rs. 2·2 crores. 
and allowing for the normal renewal 
commission of 2! per cent. in many 
cases and even 1 per cent. in certain 
cases, the total average .liability will 
come to just Rs. 4·4 lakhs or a maxi
mum of Rs. 44 lakhs throughout the 
whole period, a-s against Rs. 24 crores 
for the agent and Rs. 22 crores fur the 
salaried staff. Moreover, this liabi-
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Shri Tulsidas: I would like to know 
the strength of the employees. 

SLr~ D~Iing~·a:. I understand that the 
Departm~nt ..., collecting th fig e gures,. 

Sbri Ferozt Gandhi. You . . 
your figure. ' can giVe 

Shri DJtingra: I have not 
1igur12s. got any 

. Shri Tulsidas: How man 
m your office? Y are there 

Shrj Dbingra: We have ten 

Sltri 1\:lattben: In countries like 
Canada, U.K. and ·America. . 
the system th t . . • what 1s 
I . . a Is more popular? 
c:tsaffl~ c~ef agency system or salaried 
- sys.em? . 

Shl'i Dhin "'ra • In Am . 
th b · "' · enca, where e usmess i's. expanded 
the ·chief agenc . very much, 

r'O • Y system 1s very much 
P nunent. It ~s . called th 

agency system there.· e general 

Shri 1\Iatthen: what is 
porUor1?. . the pro-

Shri Dhingra: 'I'he 
system in America 
.and very . successful. 

general agency 
is very POpular 

.i;hi·i 1\latth · en; In· Canada?. 

Siui nw nsra: Both in Canada & 
U.S.A., the normal system i's chief 
agency or general agency as far as 

wt'se know. In U.K., the Br~ch system 
also popular: 

(Witnesses then ~ithdrew) 
II. ~h~_All.lndia (Life) Chief A e ts 

Assoctahon, Bombay, g n 

Spokesmen: 

(1) Shri N. M. JalundhwaJa 

- (2) Shrl K .• Tanardhana Rao 
<3> Shri A. H.'Kulkarni 
(4) Shri s. A. Ramaswami. 

lity for. Chief Agents is a decreasing 
figure, because as the policies are 
paid o!I, the amount payable. :will be 
reduced. 

~hainnan: . W: have already . exa
=d~d . an . Asscc_t& tion of the same 



Shri. N. M. Jahmdhwala: We wo~·t 
. h f your time We wou.d ta'·e muc o . t' 

~e to leave this point about con 1-
nuing our services to Government. 
If we are to continue jn the new set
up we shall be happy to serve the 
Co~oratL'On as loyally as we served 
the insurance companies so far. 

Chairman: Have you any sugges
tions to make as to how your ser
vices should be made useful,, ho\~ to 
transform the chief agencies mt~ 

mething useful to the new set-up. 
so 'fi t' Have you got any spec1 c sugges 1ons 
to make? 

Shri N. M. Jalundhwala: I am 
afraid not. 

.·Chairman: Any other point? 

!O:hri N. 1\1. Jalundhwala: If it Is 
ultimately decided to disc~ntinue chief 
a,1encie~. then the questwn of pay

. nt of commission would arise and 
me . b ~ffi to presume that the_re will e no l •. -

lty about the payment of commls-cu . . d 
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sions, because co~miss!ons. are earne 
by us on_ the busmess we do. "W_ e are 
remunerated in two ways, .. one 1s the 
first year's commission and the other 
· the renewal comm1sswn. The 
lS • • . 1 d renewal comiD1SSion IS a ways a e-
ferred payment. T?at practice is be~g 
followed by the msurance comparu.es 
· all countries. In the event of dls
m h' f . e -t:ontinuance ·of c 1e agenc1es, som -
thing specific should ?e . stated about 
the payment of comm1ss10ns. 

Chairman: Is . this practice followed 
· all cases where the chief agency lH ·· 
system is aboli'shed? 

Shri N. M. Jalundhwala: Yes. 

Chairman: In all case~ the renewal 
commissions are paid? . 

Shri N. M. Jalundhwala: I may 
add here :Vi~h youdr• 'tpermislysionCht~aft 
~his Assocratwn. a ml .s _on le 
•• t of Indian compames. I cannot 
Age~ 5 

for Chief Agents of non-Indian 
spea . 

5 
But as :far as the Indian 

compame · · d 't · th • 5 are concerne , 1 1s e 
comp_amet pay commissions even after 
oractiCe o 

the chief agencies are: discontinued for 
any reason whatever. 

Chairman: What about the office 
expenses? You will have to incur no 
office expenses now. 

Shri N. M. Jalundbwala: That is 
quite true. We shaoll have to incu~ 
no office expenses. Our inccme wi'l 
niso cease at once. We wouldn't be 
allowed to carry on the business for 
which alone we are qualified.. The 
Chief Agents have all their lives been 
Chief Agents. They have not been 
doing anything else. 

They are really will fitted for 
further work as they have the accu
mulated experience of so many years. 
'I'hey can be given some administra
tive work. and/or work in the insur
ance field as outside it there would be 
no SCOPe whatever for them: 

In the past the renewal commission 
has been the main saving to us. We 
have been putting it back in the. busi
ness to expand our goodwEl. What 
you suggest is quite true. ·Instead of 
taking the money ourselves, we: put 
it i'n the business itself as we thought 
by the croeation of the goodwill we 
can further expand our business and 
so enlarge our , income over a period 
of years. · The ! result is. that though 
-I have worked ·for 30 years I have 
not been able to get much, I have 
only been assured of a ·slightly ex
panding income as years have passed. 
The renewal commission represents 
our saving and there is no doubt 
whatever on that question. We have 
been. saving and putting those savings 
in the business so that we may get 
returns in the shape of expanding 
renewal commission. 

Chairman: It is stated in the 
memorandum that· the institution of 
chief age~cy will not_ be pressed if itt 
is considered, to be inconvenient or 
incongruous in the new set-up. By 
ibis is _it to be undert'ltood that you 
have no strong feelings 'about the con
tinuance or otherwise of the chief 
agency system? Is it to be taken that 
you are not much concerned about 
this system? 



Shri N. 1\I. Jalundbwala: Not at all. 
That would be an entire misreading 
of our position. After all how long 
will the compensation which is , paid 
last? It is our• lives' occupation. 
What we have meant ·is this. If in 
the national interest it is decided 
that· the chief agents must go, then 
of course we must go, whatever hap
pens. 

Chairman: What is the average 
amount· of commission received by the 
chief agents? 

Shri N. · M. Jahtmlbwal:l: That de
pends on the size of the chief agency. 

Chairman: What is the average? You 
might have worked it out. 

Shl'i N. M. J:llundhwala: If you had 
informed us earller, we could have got 
the particulars as far . as members of 
our association are concerned. 

Chairman: On what basis should in
come-tax be calculated? Should the 
compensation be paid in a lump sum 
or year ' after year,? 

Shri N. M. Jalundhwala.: The posi
tion is this. As I have told you, we 
have nothing else to fall b~ck upon
no provident fund, no pensiOn and ?-0 

tuity All we can lay our claun 
gra · . · · w do' on is the renewal commisswn. . . e . 
not want it to be paid in a lump sum. 
If it is paid to us in a lump sum f~r 
administrative convenience then . tt 
would be exposed to dir~ct taxah~n. 
Then we will not be havmg anythin.!:: 
in our hands. If . we are asked to pay 
tax on our year's earnings we must 

But if the amount is paid to us 
~aY: lumo sum my submission to you 
IDa - ' ht' is that you should try to see t a lt 
is not taxed. Then only we can get 

Then · there would be some hope 
on. Oth · of rehabilitation for us. . erwise 
overnight we may well become 

refugees. 
Chairman: So you have no sugges-

. make with regard to the ~se 
twn to . · that you have gam-
f the expenence • t t ' o ing the system IS no o 

ed. Su?pos d Then you have no sug· 
be ~ontlfnue the alternative use of your 
gestlon or 
exoerience. 
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Shri N. M. Jalundhwala: Regarding 
their absorption· in the orginsation 
of the corporation, if. on merits we are 
~ceptable to them and we are offered 
any work, we would certainly co
operate and render service and our 
experience of the past will certainly 
be of help to them. We have not 
thought it advisable to press that we 
must be absorbed. But, obviously, we
have got to go out and look for a liv
ing anyway and if the corporation 
could absorb some of us, we will of 
course be willing to co-operate. 

Shri Venkataraman: The Bombay 
Life Insurance Company converted 
some of its chief agencies into branch 
offices. When they terminated the 
contracts with the chief agents, did 
they pay \ any compensation to the 
chief agents? · 

Shri N. 1\I. Jalundhwala: They have 
been continuing to pay the renewal 
commission. 

Shri Venkataramall! They did not 
pay any . compensation. They were 
merely' paid the. com!nission which 
they would have otherwise earned. · l 

Shrl N. 1\1. Jalundhwal.a.: There the 
termination was effected after the 
period of contract was ov.er. Then in. 
certain cases the contracts were not j 

in writing. 

Shri Venkataraman: They are pay
ing renewal commission which they 
would have got under the contract. 

Shri N. M. Jalundhwala: Yes. 

Shri Sadhan Gupta: Am I right in 
saying that in the -areas in which 
chief agents operate they get credit 
not only for the business that they or 
the agents appointed by them bring 
in but also for· the business in that 
area which any other agent brings iu 
though not appointed by the chi~! 

agent? 

The other question is about com~ 

pensation. Don't you think that a 
possible compensation for ·your loss cf 
renewal commission due to nationali
sation may be that chief agents who 



have merits may be absorbed as offi
cers of the corporation to assist in the 
development of the insurance busi
ness? 

Shri N. 1\1. Jalundhwala: Abou~ 
point No. 1; there cannot be any such 
independent agents in the present 
scheme of things. When a chief agent 
is appointed for a territory he is ex
clusively given charge of that territory 
and that is the requirement of the 
Insurance Act also. There cannot be 
more than one chief agent or agents 
appointed by another chief agent in 
the same area with the result that 
the chief agent gets the entire credit 
for all the business that is secured 
from that territory. 

Chairman: With the assistance of a 
number of agents! 

Shri N. M. Jalimdhwala: All. the 
agents . are virtually appointed by the 
chief agent himself. If there are 
agents who. are not appointed by the 
chief agent· directly; they · also will be 
put up under the chief agent and· that 
is the requirement of law also. 
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Regarding the second point I must 
admit that· if an ·alternative appoint
ment is offered to a chief agent then 
his claim for compensation due to loss 
of occupation would probably bt: 
partially met. But that is not t?e 
position with regard to the commts
sions payable to him. . As I tried to 
explain to you, co~ission r~presents 
the only saving wh1ch a chief . agent 
can expect . as a result of 20 or · 30 

years of ~ontinuous wo~k. 

Shri Matthen: . Do you think that 
there will be larger business expan
sion under the chief age~cy system? 

Shri Fero~e G:uidhi: What is ~e 
possible strength of . the working chief 

agents? 
Shri Tulsidas: What is the number 

.of salaried staff? 

Shri N. 1\1. Jalundhwa!a: That would 
"th individual ch1ef agents. The 

vary Wl ber of salaried employees 
total num ' 
maY be about fiftY or so. 

About the other point asked as to 
whether according to me there is scope 
for larger business expansion under 
the chief agents, that is a matter of 
experience. I do not say that expansion 
would not have resulted but for the 
chief agents. There have beer~ 
branches and there have been chie[ 
agencies. Wherever companies have 
employed the chief agents-!· suppose 
I will be borne out by the people in 
the know-there the chief agents have 
shown excellent results not o~ly with 
regard to expansion of business but 
with regard to the quality of bUSl• 
ness-the cost, the lapses, the claims. 
It is not correct to say that the chief 
agent has outlived his utility. He is 
a commissioned man. He is not a 
salaried man. His income. depends Oh 

his work. 

Shri Matthen: In the future set-u;.• 
you want the chief agency system all:io 
to continue? 

Shri N. M. Jalundhwala: If it is no; 
incongruous with the set-up which is 
considered essential for the national 
well-being then I would mnst earnest
ly submit that it should be con.t.inued 
as it will be for the good of the cor
poration as also of the nation. You 
will· have workers with a · direct 
incentive. 

Shri Matthen: You claim full premw 
commission for the work compJetec~ 
till the appointed date. How long 
will you claim that? 

Shri N. l\1. Jalundhwala: Till the 
policyholder · continues to pay 
premium. 

Shri T. N. Singh: From what yon 
have said I gathered the impressiOi:l 
that if an opportunity is given to you 
to be absorbed in the new set-up ·thP.u 
there will be n~ question of compen
sation. Am I right in assuming that? 

Shri N. M. Jalnndhwala: I said the 
·claim for compensation would be 
partly met in ·respect of those who 
are offered alternative suitable em
ployment. I added that this would 
not apply to commissions which are. 



[Shri N. M. Jalundhwala] 

after all, savings; Anybody who does 
not accept such alternative employ

ment will, of ·course,· have the right · 
to ask for full compensation. 

Shri T. N. Singh: Having come into 
the organisation, I take it you will have 
no objection to be bound by the general 
rules and other rules like c~nduct rules 
that may be applicable to other em
·ployees of the corporation? 

Sbri N. 1\1 •. Jalundhwala: That _is 
quite true. We should not have· :my 
such objection. We have to fall mto 
the line. But those of us who are too 
old or who are offered a position which 
they do not consider at all adequate 
will be, I suppose, free to reject them. 
But if he comes, he must be bound by 
the general rules. 

(Witnesses then withdrew) 

' ill. Life Insurance Special Agents 
· Association, New Delhi. 

Spokesmen: 
(1) Shri M. M. Ahuja 

(2) Shri L. B .. Kotak 

(Witnes.ses were Cf-lled in and they 

· took their seats) 

the standing 
Chairman: What is 

? What is your of your Association· 
membership? 

S
h . M l\1 Ahuja: This Association 
. ri · • months ago. We 

was formed a few b all over the 
have about 500 mem ers 
country. 

W s it formed be
Sbri Velayudba~: o~ the Ordinan~e? , 

fore the promulga IOn . . 
b ·a· It was formed JUSt 

Shri M. 1\'1. A: UJ ·e was promulgated. 
before the Ordinanc . 

· H you allY other pomts 
Chainnan• ave h . . b "d what you ave 

to mention esi es . ? 

ed 
. your memorandum. 

:;tat m ·' 
• 1\1. l\l. Abnja: Clause .25 of t~e .. 

Sbn t that the Corporation Will , 
Bill sta es f d ;~rl lif . ole monopoly o o ... ., . e 
have the s ··ness in this country. ' 
insurance ;ut~at for healthy business . 
We sut~t~eo~ is a very essential thing 
compe II 
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and therefore we must' have at least 
four Corporations in this country 
doing autonomous business and they 
should have the right to procure busi
ness throughout the country. 

Chairman: Do you want the pre
mium rates to be the same or diff
erent? , 

Sbri · M. 1\L Ahuja: To sh:.ort with, it 
can be the same, but after some time, 
according to the experience of the 
Corporations they can make . adjust
ments, because for every business, 
competition ·is a very healthy thing. 
If there -is competition, a certain 
amount of healthy competition, there 
will be more efficiency and the ser
vice will also be better. 

Cbainnan: But it is the same owner 
and the same control. Why do you 
want different types of rates, . etc.? 

Shri 1\I. M. Al1uja: Because it will 
help us in selling more insurance. 

Shri Ve:rikat:iranian: If the premium 
rates are the same-standard rates
where is the competition? 

Shri L. B. Kotak: If there is com
petition it will make for effiiriency 
of the zone. If there is efficiency and 
saving in expenses, it will mean 
different bonuses. 

Shri 1\Iatthen: You said · that . 
different autonomous · corporations 
must be there, and to start with they 
should ·have the same premium. If 
later on they find it necessary to have 
a larger premium or if they want 
to reduce their premium, they must 
be able to do so.· Is that your con
tention? 

Sbri ·l\1. l\1. Ahuja: It will depend on 
the . ;workinl: of that Corporation, 
whether the w<>rking is on economic 
lines and sound lines. · 

' ' 
Shri Matthen': So, you do- not · think 

that premium is the only consider
ation but that there are· other things 
also to be take_n into account. Even 



now; as you may know, insurance com
panies charging larger· premium are 
getting more busi.Iiess. You think 
there are other factors? 

Shri M.. M~ Ahuja: You can see from 
the fact that though . the Postal 
Insurance is the cheapest, about 80 per 
cent. of the Government servants in
sure in private companies. There is 
another ~ompany called the Co
operative Assurance Company of 
Amritsar, which offers the cheapest 
premium, but their business is only 
Rs. 12 lakhs and every· year the busi
ness has been going down .. Cheapness 
of premium is not the only consider
ation. 

Shri Venkataraman: Is it then not 
due to the comparative stability of 
the company? Cheaper premiums 
are not preferred_ by any ordinary 
prudent man because he thinks tha:t 
the company is not safe. 

Shri M. M. Ahuja: There is the case 
of Postal Life Insurance, as I have 
alr:eady mentioned, but Government 
servants do not patl,'onise it. 

Chairman: Do you want all . the 
Corporations to compete with: each 
other all over the pountry without 
any' · zonal restrictions being fixed ·for 
them? 

Shri M. _M. Ahuja: Yes. 
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Cha.irman: What is your next 
point! 

! ' 

Shri M. M. ;Ahuja: About special 
agencies, we learn that the. . special 
agencies are being abolished. But 
our suggestion is that as this is the 
most economical way of getting busi
ness and the best business is through 
these special agents, they should be 
retained. . .I can prove this with facts 
and. figures, although they relate to 
f reign companies; an<~ these ·com
;'anies are . doing about Rs. 4 crores 
of business. On~ of the companies ~s 
the .Norwich •Uruo~ and .the _other. 1s 
p dential. Norwich :Umon .ls domg 

b
ru. ess exclusively through SJ?ecihl 
us~ Prudential js doing . business 

ageln s: . lY through paid people; and 
c:x:c usne. 

both are working in the same towns 
and for the same type of clientele. 
The ,lapse ratjo of Prudential in the 
year 1951, was 22 per cent. The lapse 
ratio of Norwich Union was only 
12 per· cent. In 1952, the lapse ratio 
of Prudential was 25 per cent. while 
that of Norwich Union was 10 per 
cent. In 1953, the figure was 21 per 

. cent. for Prudential and · only 8 per 
cent .. for Norwich Union .. Both these 
companies are \Vorkirig through Special 
Agents and Agents. 

Chairman: Have you got the 
figures for Indian companies? 

Shri l\1. l\1. Ahuja: I have got the 
figures. Oriental is doing business 
through: both Inspectors and special 
agents. 

Chairman: B:ave you got c-ompa
rative figures .for Indian companies? 

Shri M. l\I. Ahuja: I have selected 
five companies-Oriental, Hindusthan 
Co-operative, National, Bombay Life 
and New India. I will give 'the 
figures for the year 1951: 

. I 

Nam;e of company. 

1.' Oriental 

2. Hindusthan · . Co-
operative 

3. National 
4. Bombay Life. 
5. New lndia. 

Lapse ratio 

35% 

47% 

51% 

55% 

38% 

· l Shri Feroze Gandhi: May I . know 
why the lapse ratio is so high?. 
' . 

. ; ' Shri L. B. Kotak: · The lapse · ratio 
being higher depends on the . · way 
the policies are sold. If the policies 
are sold properly, that is, if the 
purchaser purchases them after under
standing the contract properly and 
then he keeps on paying the premium, 
then there are few chances of the 
policies lapsing. But if the policy is 
sold· under pressure, it is possible that 
the policy may lapse. There is an- · 
other reason also. The paid people 

' doi~g insurance business hav~ a cer
tain . quota of new business .fixed· for 



[Shri L. B. Kotak] 

evecy year. If they fall short of their 
quota, th~y natuni.lly have· to put in· 
certain business in order to maintain 
themselves· in service but such busi
ness does not complete one year's 
time. ·They get the credit for it 
because in the contract they are sup
posed to do a certain amount of 
minimum business every year. 

· Sbri Feroze Gandhii. Why do they 
do business which is not real? 

Shri T. N. Singh: It is said that the 
capacity of the special agents to pay 
rebates 'brings in parties who are in 
a strong position to purchase policies. 
That means that naturally they get 
the strono·er sections of the purchasers· 
of polici;s because of this kind of 
inducement that they are · able to 
offer, while the other agents are per
haps not in a position to offer re
bates. Is that so? 

Shri L. B. Kotak: Rebating is not 
th~ crime of the special agents. These 
special agents came into· existence in 
1951 by an Act of Parliament. Re· 
bating had been .in existence even 
before 1951, ·and the reason is this. 
All the paid people who depend upon 
their salaries for their livelihood get 
their salaries, but they are the people 
who have the power to appoint these 
agents. A number of companies have 
paid people like the Branch Secretary, 
the Inspector, the Superintendent and 
Organisers and they apoint their 
own relations as special agents and 
agents under them with the _ . result 
that they have extra money which 
theY part with to the client. As· a 
matter of fact, the man working on 
commission has to live on that com
mission alone. He cannot afford to 
give away a part of his commission to 
a client; • 1 

Shri Feroze .Gandhi: You havE~~ given 
figures_ about lapse ratio, of some of 
the biggest companies. Do you knqw 
that :the lapse ratio of the: Empire of 
India, which· is under an · ·Admin is" 
trator; is only 11 per cent. Now, this 
company· has been under • an Adminisr 
trator. ·After very serious mismanage. 
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ment, it was taken. over. Why is the 
lapse ratio in the Empire of India so 
low as compared with that of other 
companies? In the Oriental it is 35 
per cent. in the New India it is 38 
per cent. and the ratio goes up to 
nearlY 60 per cent. in some · com
panies. Why is it so low in the case 
of Empire of India? 

Shri M. 1\f. Altuja: According to the 
Blue Book, the lapse ratio of the 
Empire of India, was 14 per cent. only 
in 1953. I will just quote the figures: 

1951-:-41 per cent. 
1952-39 per cent. 
1953-14 per cent.· 

Gradually it has been gojng down. 
There is no doubt about it. 

Shri Feroze Gandhi: Why was it 
41 per cent. in 1951 and. why has it 
come down to 14 per cent. in 1953? 
After this company was taken over by 
the Administrator, the lapse rato 
has come down so rapidly. 

Shri M. · M. Ahuja: I will quote the 
figures for the Oriental: 

1951-35 per cent. 

1952-29 per cent. 

1953-2Q-per cent. 

Shri Feroze Gandhi: The lapse ratio 
of Oriental is higher than that of the 
Empire of India. Can· you give · any 
reasons as to why it is high in the 
other companies? · -·· 

Shri M. M. Ahuja: As far as I can 
tell .you, the business of the Empire 
of India has be~n coming down after 
the ·Administrator took charge. Be
fore 1 the ,Administrator took it over, 
the business was much more than it 
is today. They touched a ·figure be
fore 1951 of about Rs. 8 crores. 

Sbri Feroze Gandhi: Supposing the 
figures you have- are correct, then the 

~ lapse ratio of the Empire of India 
must be -considered high. 

\ . 
, Shri 1\Iorarka: The. figures ari:> not 
~orrect: · · TP.f! business of the ·Empire 
of India has also increased but ·less as 
compared . to. other companies. It has 
not decreased. 



Shri Feroze Gandhi: You may con
fine yourself to this particular point. · 
Why has the lapse ratio of the Empire 
of India come down?· 

· Shri M. l\1. Ahuja: That is because 
the lapse ratio was the highest in the 
first year, and the expansion of busi
ness is not so much as in other com
panies. 

Shri Feroze Gandhi: Expansion of 
business in other companies must also 
have resulted in higher lapses. 

Shri M. l\1. Ahuja: In the initial 
stages the lapse ratio is higher. If the 
business is through special agents, 
the lapse ratio is much less. Most of 
the companies get their business 
through paid people. 

Shri · Matthen: How does the special 
agent cost less? 

Shri M. M. Ahuja: The . difference in 
cost is because the special agent 
works under a branch and under a 
Chief Agent also. 'l'he Chief Agent 
has an exclusive jurisdiction. · The 
chief agency is just like a branch by 
itself. Their minimum area is· one 
district. Their cost is pre-determined 
and they have to work between 72 
and 75 per cent. The cost of the 
branch is not pre-.determined. It is 
determined only. when they are actual
ly worked. The special agent is like 
an Inspector working on 15 per cent. 
maximum which he will get. 

· Pandit K. C. Sharma: He gets works 
from the field workers and submits it 
to the Branch Manager. 

Sbri l\1. l\1. i\,boja: His cost is pre
determined before he starts to work 
as special agent. He cannot get any
thing moi'e than 15 per cent. . . 

Shri 1\latthim: What was the ·total 
business of the Empire of ' India in 
the year in which the lapse,·ratio' was I 

only ·14 per cent.? I want to know 
what was the turn-over of the Empire 

· or; India• after the Administrator took 
tt over. 

Shri Sadhan Gupt_a: I . am . suggest-" 
ing to you that the principal· reason 
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for such high lapse ratio is that 
companies seek to book a very high 
volume of new business in order to 
attract policyholder.s and that is why 
bogus business is booked. It is , in 
order to show inflated new business 
figures. When the corporation t~kes 
it up this kind of business · will 
be eliminated and the lapse ratio is 
bound to come down. 

Sltri Kotak: My answer to the ques
tion is this: If in the corporation the 
same kind of principle is introduced 
for determining increments of different 
inspectors and different branch secre
taries, the basis of new business only, 
naturally the result will be a- higher. 
lapse ratio. But if the increment of 
field officer'S is not inclusively depen
dent to the volume of new business, 
then of course the lapse ratio will 
fall down, for there are several other 
factors which can determine the wages 
of field organisers. For example, ser
vicing of the policies, and training· of 
the agents and seeing that they bu!ld 
up a strong agency organisation which 
are not ordinarily taken into account 
In determining their wages. Their 
\vages &re entirely dependent on the 
volume of business they produce. 
Naturally, they have to do more and 
more business in order to earn more 
and more increments. 

Shri Sadhan Gupta: I think that 
pcir.t has already been submitted by 
you and your predecessors. . I am 
stating that when the corporation is 
established, it will not have to lay 
down any kind of new business in · 
order to attract policyholders because 
policyholders will not be attracted by 
new business since there wi!J.l be only 
one concern and not many. So lapse 
ratio is bound to come down under the 
circu~stances because what they will 
class1fy as proper business Will be 
the actuarially sound business. 

Shri Venkataraman: On page 67 of 
·. the Blue Book you will find that there 
• were 10,386 special agents in 1951 but 

their number fell to 4,852 in 1954. 
Was it riot due to 'the fact that theY 
could not do the quota of the business 
and their licences were not renewed? 



Shri Kotak: In 1950 the amendment 
Act was passed and special agents 
came into existence in 1951. There 
were then companies which were giv
ing as rnuch as 27~ "per cent or more. 
After this amendment Act was passed, 
the commission of special agents was 
limi!ted to l5 per cent. .Thim ·some 
companies thought that they could 
not compete with the big companies 
like Oriental, with the. result that they 
started recruiting sala-ried people. 
They recruited urganisers, i_nspectors, 

5uperintendcnts of agencies and 
various other designations were creat
ed. I know that the organi'sers were 
started with .somethlng like 2'0 per 
cent. and it reached upto 30 to 35 
per cent. In fact, these sa·laried peo
ple are nothing but pro rata people. 
'l'heir salaries are determin~d by the 
amount of new premium they bring 
in. The result was that a number of 
people who were working as special 
-agents were a•ttracted to !take up 
services so that they could earn more. 
In fact, it was nothing but employing 
the special agents on salary basis by 
the back door. 

Shri Venkataraman: Is it a fact that 
special agents were not able to reach 
the targets? 

Shri Kotak: To :some extent it is 
1rue. The Act authorised special 

· a"ents to do new business only of 
R~. 50.00U/- every year. Oriental had 
fixed its basis at a ~igher level. 
Those who are genuine. workers who 
have integrity and who can produce 
business will br'ing. in more business 
than Rs. 50,000/-. I kno~ in Orien
tal they have worked on the commis
sion basis and there are many special 
agents who not only do business of 
Rs. 2 lakhs but they do as much as 
Rs. 20 lakhs a year. A very large 

·majority of people there have b.een 
able to earn 15 per cent., in spite of 
the fad that the limitt of earning 15 

· oer cent. was pitched at Rs. 2 lakhs. 
We do not want any binami special 
agents or bogus special agents to be 
~reated. There are people who would 
like to work on commission basis be
~ause they could bring laTge volume 
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of business and the ·principle here is 
the lar1.1;er the work the greater the 
emoluments. . 

Chairman : How would. you liike 
these soeci~tl agents . to be utilised in 
the new set-up? 

Shri Kotak: I would suggest that it 
is better for the two systems (special 
Agents and Inspectors) to co-exist at 
least for some time so that the cor
poration will be in a position to judga 
whether aH the mal-practices are due 
to the special agents or some othe!." 
reason. Bnt if the Government think 
that the special agents are not want
ed even for a short period, let them 
do away with them, in which case 
rather suggest · that the corporation 
adopt the old system of Oriental's 
commis~10n which was in vogue be
fore the 1 ~39 Act with a · ceiling of 
not more than 50 per cent. commis
sion on any single policy •. We would 
i'll that way like to revert back to 
that old basis. 

Shri Ahuja: In that case, there is 
an incentive in men to do ·more busi
ness. If you try these _special aogen
cies, we would suggest that rules and. 
re~;;ulatious can be made more rigid 
and abo the right type of people can 
be taken. and mal-practices removed. 

Shl'i 1\'Iatthen! What are the modil
fications you suggest? 

Shri Ahuja: Firstly, instead of 
Rs. 50,000 I, R.s. 2 lakhs should be 
fixed in respeC't of business in a year. 
. Then, there . should b~ no direct re
cruitment of special- agents. If any 
agent is PI omoted as a special agent, 
he should have worked at le.ast a year 
or two as an ordinary agent. Then 

. the right type of people wiU be select
: ed- and all the binami special agenis 
will .be eliminated. · 

Shri JUatthen: How long, acccrding 
to you, :should the corporation continue 
to have these agents under them? 

Shri Ahuja: They . may continue at 
"least . for two valuations. We h!l!Ve 
valuation after every two years. 
After two valuations you will come 



to know whether. it is economical for 
the corporation to have them or• not 
became our plea is that our cost is 
pre-determined and secondly our bust
ness i's the soundest business which 
has the least lapse ratio. If you will 
attract the real type of workers, they 
will take up the job as a whole-time 
job. But you can have these special 
a"'ents only in big towns because vou 
c;n have bigger volume of business 
there and they can live on the 15 
per cent. commission. But in small 
towns, it is not oossible for these spe
tial age~1ts to do the work. Both 

· spcci'al age>nts a.; well as inspectors 
&re very essential for the insur~nce 

tusiness. 

Shri · T. Subrahmany:im: Are there 
a large number of binami agents? 

Shri Ahuja: We do not know, but 
then, what we say is that there are. 

Shri T. N. Singh: Don't you think 
etat the continuance· for four years or 
so of both the systems will result in 
two parallel organisation.s functioning 
in the same area which may lead also 
to unhealthy competition? 

. , Shri Ahuja: This system has been 
in existence in Oriental for the last 
four years or six years and 40 per 
cent . .of business is being writ+.en by 
special agents in Delhi and Bombay. 
I do not know about other· towns. 
There has been no clash worth the 
name there for these six years. In 
fact, we have built up very good 
organisation in big towns and the 
cost is only 15 per cent. The cost of 
lnspec,torate ranges from 20 to 30 per 
cent. 

Shri T. N. Singh: Judging from the 
answers given by you, it appears that 
you have no objection if some weed
ing out · is done from the existing 
agents on account of binamidars. 

Shri Ahuja:· There is no objection. 

Shri T. N. Singh: Suppose the whole 
system is allowed to continue as in the 
case of Oriental, as you said. In 
that case, Government would not be 
able to employ many of these agents. 
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In other words, people after a certain . 
age will not be considered as proper 
persons to continue in that work. 
Would you like that formula to· ·be 
applied in that case? 

Shri Ahuja: No. 

Shri T. N. Singh: How do you envis
age a difference being made between 
two sets of employees ...... 

Shri Ahuja: Special agents are on 
contract business. They are not in 
the service of the Go~ernment. 

Shri T. N. Singh: In case the other 
thing is accepted, namely, your 
second suggestion of having agents on 
commission basis, etc. then also you 
would not like any age-limit to be 
fixed. 

Sbri Ahuja: No. 

Shri T. N. Singh: From what you 
have said, I gather that if special 
agents, according to your proposal, 
are allowed to continue, they will 
act as recruiting agents for all agents. 
Am I correct? 

Shri Ahuja: Yes. 

Shri T. N. Singh: So, they wil~ be a 
kind of recruitment agency for all 
agents. Is that so? 

Shri Ahuja: Yes. The only differ
ence will b~ that they will be like 
inspectors without the pre-determined 
cost. 

Shri T. N. Singh: But will not ins· 
pectors also simultaneously be recruit
ing agents? 

Shri Ahuja: Oriental has got certain 
restrictions in regard to this matter 
of recruitment. There, a special 
agent cannot appoint more than eight 
agents whereas a paid inspect< r can 
appoint any number of agents. There
fore, a special agent will be more care
ful because his limit is only eight. 

Shri Morarka: Would you please 
tell me how many special agents the're 
are in the country? 

Shri Kotak: According to the blue 
book, there are about 4,800. 



· Shri Morarka: Your association has a 
·membership of 500. Is it t'rue that 
y~ur association represents only 
special agents of foreign companies and 
riot the Indian Companies? 

Shri Kotak: Both of us represent 
Indian insurance companies. Both of 
us are from Oriental company. 

Shri T. N. Singh: Yours is a pro
fessional association. May I know 
whether you have got any code or ·con

.· duct of your own? 

Shri Kotak: Not so far. 

Chairman: Is it possible to evolve 
one? 

Shri Kotak: I think it is P<'S5ible. 

Chairman: Do you think it is possi
ble for the association to thEck the 
tendency of malpractices? 

Shri Kotak: Yes, Sir. 

Shri Ahuja: I think unless the con-
ditions are improved it won't be 
possible. 

Shri Telkikar: I would like to know 
whether the special agents will be 
able to secure more business in rural 
areas. 

Shri Ahuja: I do not tJ~L".k the 
special agents can be succes£ful in 
rural areas or even in sma!i towns. 
They may be successful only in. .. big 
towns. · 

Shrimati Sushama Sen: Am I to 
understand that you have no connec
tion with the rural area so far? 

Shri Ahuja: We have no r.::onnection 
with the rural area so far. 

(Witnes-s p11en withdrew) 

lV. The Bombay Shareholders' Associ
ation, Bombay. 

Spokesmen: 

(1) Shri Dhirajlal Maganlal. 

(2) Shri G. M. Shah. 

Chairman: When was your Associ
ation started? 
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Shri l\laganlal: It was started in 
1929. 

Chairman: What is your member
ship? 

· Shri Maganlal: The present mem
bership is 375. 

Chairman: Besides the points that 
you have mentioned in the Memoran
dum, have you anything special to 
emphasise? 

Shri Maganlal: I would like parti
cularly to emphasise the point about 
compensation to shareholders referred 
to in the Memorandum. 

Chairman: You can put it briefly. 

Shri Maganlal: In our Memorandum, 
we have referred to the role of the 
Government in the matter of paying 
compensation to the shareholders, be
ing that of a just arbitrator, and in 
order to give you. an idea of what an 
insurance shareholder is today and 
what his sufferings and what his 
pitiable plight are, in the matter of 
payment of compensation, I think I 
will have to give you a picture first o! 
all as to how ·and what is being paid 
to the shareholders and also as to 
what a shareholder is and how he is 
a middle class man. 

Chairman: Should we go into the 
first lessons? We shall rather con
centrate on certain points. 

Shri Maganlal: I would be brief and 
give you an idea of what the whole 
thing is regarding the pitiable state of 
the shareholders. 

The first point that I would like to 
make is that the shareholders are 
being driven out of a joint family con
sisting of the shareholders and policy
holders at a time when their business 
has reached a stage of prosperity after 
independence, partition and economic 
stability. After sweat, toil and tears, 
the insurance companies have come to 
a stage of prosperity and at that time 
we are asked to get away, and there

"fore consideration ought to be given 



·for the shareholders · in the matter of 
compensation, and I think all justice 
and reasonableness ought to be exercis
ed. 

I 

I would like to bring before you 
how a shareholder is a middle-class 
person. First of all, I will give you 
two figures regarding t?e holdings of 
the shareholders. We have taken the 
figures for the New India Insurance 
Co. 10,000 shareholders hold shares of 
55 'per cent. of the total shares and 
the individual holding of these 1,000 
shareholders ·_is less ~han Rs. 1,500. 
This 55 per cent. is hold by the 
middle-chiss. 

Shri Feroze Gandhi: _What about the 
balance? 

Shri Maganlal: . I have not got 
figures about the balance. So. 55 

146 

: piy cent. constitutes a very big portion 
of the holdings. In the same way, as 
far as the Oriental is concerned, 52 
per cent. of the holding-that is 363 
shareholders out of 700, hold one share 
each. ·· . . . 

Sh~i T. N. Singh: What is the total 
nurpber.. of shares in New India? 

Shti Maganlal: The total number is 
7 lakhs and as I told You 55 ner cent. 
of the' shares is held by 10,000 share
holders. Secondly, there is ;J Reserve 
Bank Bulletin of 1955, issued in 
February, which gives a survey in 
collaboration with the- income-tax 
authorities, of the averages of 1952-53 
wherein it has been given out that 
59· 5 p·er cent. of the shareholders have 

·an incon;e of ~ess than Rs. 8,000. They 
have·; this figure from the income-tax 
authorities. That is, ·those who pay 
income-tax and who have an income 
of hiss than Rs. 8,000, constitute 59· 5 
per cent. _ ?f shareholders. 

-Iri .the year· 1949, the Indian Cham-
. :ber of Commerce: Calc~tta, had taken 

out an average m wh1ch. _ they had · 
, .. ~/t~en samples of 54 companies, and 
-theY found that 97 per cent. of th 

···~hareholders were individually havin: 
-~ ~hpldings of less than Rs. 10,000. 

:<~ Shri M. C. Shah: Since, then, sevep 
1 ·ryears have elapsed. 

Shri Maganlal: This was the average 
that was taken at that time. Ev~nl 

. f th Imp-ena recently, m the case o e the 
Bank of India, 75 per cent. of 
shareholders hold shares of less than 
Rs. 10,000. 

Shri Morarka: Do these figures re· 
Ce cornlate to shareholders of insuran _ 

panies alone or in the case of all corn· 
panies? 

trying- to Shri 1\laganlal: I am just are, 
give you what the shareholders d 

d' an particularly, of New In 1~ that 
Oriental. I am trying to descrlbe rnan 
the shareholder is a middle-class tion. 
and in the matter of compensa of 
he deserves the highest amount · as 
sympathy from the authorities, pl·tal 

- •t ca this affects the flow of eqUI Y eloP· 
which is so essential for the deV 
ment of the country. 

- - · our con-Shri M. D. Joshi: What 1s Y . tbe 
ception of a middle-class man 1n 

. matter of earning? 

Shri l\laganlal: I 
·_ earning between 
- Rs. 15,000 per year 

class. 

rnan 
would say a and 
Rs. 8,000 'ddle· 
would be ml 

more tban 
Chairman: That means 

Rs. 1,000 a month. 
inter· 

.. Shri Maganlal: At least mY put 
pretation of middle~class would 15 ooo. 
him I::Jetween Rs. 8,000 and Jts. ' 

con ten· 
Chairman: Supposing your. nurO' 

tion is accepted that a fairlY blg lasS• 
ber of shareholders are rniddle-~ent 
don't You think that the Gove';jll? 

· are liberal, as provided in the ! 
wbY 

Shri Maganlal: No. That · s coril', 
am trying to explain that the Jllucll 
Pensation that will be given l~ 1 ciriVe 
less than they deserve. This Wll fro:lll 
the small middle-class investor wreS 
going into equity holding to d~b~11at ! 
or Preference shares. That lS bY tll 
am trying to prove before you · ,rotl 
figures. Now I have· put befo:e iO' 
th ln ·g . e view that the shareholder tside 1 

surance business as well as otl 
a middle-class person. · 



Shri Feroze Gandhi: "Xou gave the 
analysis of the shareholdiflg of the 
Oriental Insurance Co. :Oo you know 
the shareholding of the Directors of 
the Oriental? Would you please re
veal that figure? 

Shri Maganlal: It will give you the 
figures. The number of ·shares of 
Directors is 134. 

Shri Feroze Gandhi: Out of a total 
of? 

Shri Maganlal: Out of a total of 3000, 
ti;at is, of Rs. 200 each. 

Shri Feroze Gandhi: Would you say 
that they are middle-class people? _ 

Shri Maganlal: These Directors' 
holdings are like this: five Directors 
hold 10 shares each; one Director holds 
13. shares; one Director holds 2'l shares 
and so on. · But they do not constitute 
the whole class of shareholders. 

Shri Feroze Gandhi: On this assump
tion j;hat because somebody is holding 
2 shares, somebody is holding 5 shares 
and somebody is holding 10 shares, 
you can't come to the conclusion that 
because the shareholding is so small 
the shareholders are all middle-class·. 
That you can't say. 

Shri Maganlal: What I ~m trying to 
tell you is that there are 701 persons 
who receive this compensation antl out 
of this 701, 363 are holding one share 
each and these are the middle-class 
people. 

Shri Feroze . Gandhi: Are you in 
come to the conclusion that if a man 
holds only one share, he belongs to 
the. middle-class? 

Shri Maganlal: You cannot take into 
consideratJon the person's other h~ld
tngs also. 

Shri Feroze Gandhi:. Are you in 
possession of the information as to the 
entire holding of these people? 

Sbri 1\faganlal: I have not got that 
information at the mo!D-ent. 

Shri Feroze Gandhi: If you got 
through the analysis · of shareho!ding 
of the Oriental, you will find thai each 
one bas a very good investment. Very 
very !.ew people, would belong to the 
middle-class in Oriental. 

Sbri 1\laganlal: There ar;;: figures 
that· .speak for . themselves. ·What I 
.;ay is that many of these 363 persons 
holding one share each arc middle.: 
etas!!. 

Pandit K. C. Sharma: Your inference 
that they are middle-class is wrong. 

Sbri T. N. Singh: Stat:.~tics may be 
right, but conclusions 'may be wrong. · 

Sbri 1\laganlal: If you say that' the 
conclusion is wrong, it is believed that 
they hold more share:;. After all they 
should hold shares jn some coinpany. 
fhe inference has to be taken. After 

. an you h~ve to take into consideration 
particular cases. You cannot genera
lise. 

Shri Feroze Gandhi: You an~ trying 
to convince us from the time you 
began that because the shareholding in 
the hands of individuals is ver:y small, 
they· belong to the middle-cl:iss. But 
one. share is also in the hands of very 
well- to-do people. If you see the list 
o! the entire sharehuldine' of the 
Oriental, you will find that they are 
very well-to-do people and there is not 
a single_ p~rs~n . _ :wl;lo oelongs . to the 
middle-class. 

Shri 1\laganlal: I. suhmit th::~t 59.5 
per cent. of the shareholders arc those . 
whose income is Rs. 8,000 and below 
and that gives you· a ·general i~ec.. As · 
far as the insurance shares is concern
ed I do not think I can give you any 
better idea. The investmenf iri the 
insurance sector is a sort'-of semi gilt
ec;lged investment by :small ' investors 
In ·the hope of leaving some money and 
they have to get out at a time _when 
tl!e business ls most prosperous. 

Sbri Feroze _Gandhi: Can yc:iu~ give · 
figure~·of the other companies? I ihave · 
not got the ·names. . . . .. 



Sbri Maganlal: I have not got parti
culars of shareholders of all the com
panies in Bombay. I thought it was 
outside my scope, 

Sbri Fer~~ ·Ga~dbi: You are here 
to give particulars on a very highly 
specialized subject. You have given an 
analysis. After all when you have 
found out all these figures, you could 
have easily found out figures from a 
few more companies. 

Shri Maganlal: I cannot give you 
that. We have not got it .. 

Chairman: . Let us accept it. Now 
we would like to know your views 
with- regard to compensation. You 
were going to explain that the scheme 
for compensation js not liberal. 

Shri Maganlal: I will explain it. Out 
of 109 companies (pure-life companies) 
there· a're only 23 companies which 
have shown surplus under the two 
valuations and only they become eligi
ble for the purpose of compensation 
under clause (1). When we have 
worked out we find that out of 109 
companies except nine companies all 
the rest would be getting only the 
paid-up capital and a little more. It 
varies from 15 to 20 lakhs of rupees. 
Their total capital is 120 lakhs 'accord-· 
ing to our calculation. The major 
portion of the compensation which goes 
to the shareholders is so meagre that 
for having worked all these Y:ars they 
will get just what they have mvested. 
That is exactly the position except for 
a few companies which will get com
pensation where also they have_ hit 
because ~f a certain formula which 
has been adopted in the compensation 
scheme. 

Now l come to the details of the 
morandum which we have submit

:~ to you. First l will refer . to the 
question of the 7! perlcte~t. bemt~ red-. 

d d to 5 per cent. lS men 10ne 
uce . t 

that in. the progress1ve se -~? many 
companies. have ado:Ptedd.t 1s 5 pther 

t as basis. But accor mg to e 
cen · . that we have got, only Orien-
analyslS . t . 

d Bombay L1fe are wo com- . 
tal .an "hich have voluntarily adopted 
pames w-

the reduction from 7! per cent. 
to 5 per cent. 

Three other companies have been 
obliged to do so because of their con
stitution and the rest of the 149 com
panies have all adopted the basis of 
7! per cent. 

Chairman: What is the percentage 
of business between those who have 
adopted 5 per cent. and those who have 
adopted n per cent? 

Shri Maganlal: I am unable to tell 
you the figures because I am not 
aware of those figures being collected. 
Out of the 149 companies only five 
have adopted this 5 per cent. Of the 
five, two adopted it voluntarily and 
the rest on account of their constitu
tion. That being the position, 
this arbitrary reduction from 7! 
per cent. to 5 per cent. that is, nearlY· 
33 per cent. of the share of the share
holder compensation spells upon them 
great amount of suffering. 

Chairman: Let us consider the aver
age of these five companies. 

Shri Maganlal: Two of them have 
reduced it voluntarily. The other 
three have done it under their con
stitution. 

Chairman: So, they accepted it as 
basis, that is, it was basically correc_:t 
according to those who put it in thelr 
constitution. 

Shri Maganial: In the year 1950, 1° 
per cent. was reduced to 7i per cent. 
AU investments in Insurance shares 
which were made during this period 
by investors were made on the basis 
of 7! per cent. allocation to the share
holder at any time by way of their 
contribution. That would be the re
turn that the shareholder would pe 
getting out of the business. But when 
7!- Per cent. was considered to be the 
basis, cutting it down to 5 per cent. 
spells lot of. suffering to the sharehol
ders. We want to submit that this 7! 
Per cent, should be allo_.;ed in the case 
of companies which have adopted 7! 
per cent. as. the. basis. Those who 



[Shri Maganlal] 
· hav~ voluntarily adopted 5 per eent. 
may be allowed to have 5 per cent. and 
those who have under their constitu
tion laid down the basis as 3 per cent 
may, as provided in the Bill, be allow
ed to have 3 per cent. I think that 
would l:>e a fair basis of compensation 
to the shareholders. That is the posi
tion jn foreign countries. In the 
United Kingdom allocation is some
thing like 10 per cent. If H per cent. 
is adopted as the basis I don't think 
it will be going too much out of the 
way and giving the shareholder any
thing more than reasonable. 

Shri Venkataraman: What do you 
suggest for Oriental and Bombay Life? 

Shri Maganlal: They have adopted 
5 per cent. an~ they can continue it. 

Shri Venkataraman: Then will there 
not be discrimination? 

Shri Maganlal: We have stated th:at 
those who have adopted 5 per cent. 
or less should be allowed less. There 
would be no discrimination in that 
case because they have already adopt
ed that as the basis. 

Shri Venkataraman: That -would 
mean that such companiE;S would ):le 
penalised in the matter of payment of 
compensation because they were good 

~enough to have the ratio of 5 per cent. 
Shri Maganlal: If the authorities 

think that they should be allowed 
,, rnore, they can do so. But after all 
: they have themselves adopted 5 per 

cent. as the basis and there is noth
ing wrong in that remaining the same. 

Sbri venkataraman: But why not 
reduce this 7! per cent. to 5 per cent. 
because there are other companies 
which have alreadY reduced it to 5 per 

cent•t 
Sbri Maganlal: Most of the com

panies have just started and they are 
picking up. Between 1946 and 1951 
theY were in a transitorY stage and 

ow when theY are picking up they 
11 being taken at a ratio which is 
~r!er than was provided and the in
:estors who were making investment . 
on the assumption or on th:e baD:king 
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tl:at they would be getting an alloca
~lon of 7! per cent., which was fixed 
m 1950, are being told that they would 
get only 5 per cent. I don't think any 
big change has come over which neces
sltates a reduction from 7! per cent. 
to 5 pe: cent. in such a short period. 
I subm1t that individual justice and 
reasonableness would be restored if 
the 7! per cent. is allowed to all those 
Insurers who were expecting 7!- per 
cent. as the basis. If th:ey are allowed 
n per cent. then they would be get
tmg only reasonable compensation. 

The next point that we have taken 
ls about the period. In the matter of 
pe~od we have taken out certain sta
Ustlcs and we find that in the present 
set-up, out of the 23 companies which 
become eligible for the purpose of 
compensation, 11 companies have to 
run ~ period of 8 years, 6 companies 
a penod of 7 years, two companies a 
per~od of six years, two companies a 
perwd of five years, another two com
panies a period of four years and so 
on. . That being the position one basic 
penod should be taken for the purpose. 
We would suggest that the period 
1951-55 W?uld be the reasonable period 
f?r adoptwn. If lt is possible, valua
twn by projection from 1953-54 may 
be . undertaken. Then it should be 
~reJected to 1955 and all the valua
tions before 1951 may be cut out so that 

. the . basic period may be arrived at. 
It ~ould be, to our mind, a very fair 
perwd for the purpose of giving com
pen~ation. As I have told you, we are 
gettmg out of the business when it is 
prospering. If we ask for goodwill 
nobody is going to pay it. But we 
hope at least the shareholders deserve 
a sympathetic treatment in the sense 
that the period 1954 and 1955 should 
be taken in the set up of things and · 
that these dates should be considered 
for the purpose of compensation. Thl.s 
will make a material difference. I sub
mit th:at if the shareholders are. to be 
d?ne any justice, if they are to be 
g1ven any reasonable compensation 
then t.he period adopted o! the twd 
valuatwns, to my mind, would cut 
them very badly. 
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I have certain figures that I have 
collected from 50 companies and 1n the 
valuations of '1951 and 1952 almost all 
the companies,' small companies; have 
been very very poor.·. In many cases 
they will be paid certain_ compensation 
plus their capital under clause (2). 
So the: payment to them· will· become 
very small. Therefore, as· far as --the 
period goes, it should. be 1951-55 · by· 
projection of the valuations from '1953. 
If the valuation was in i953 then we 
should cut out the period before 1951 

·from this: We would submit that 1955 
. may be taken as the basis . and valua-· 
tion as on 31st December 1955 may be 
made. But if it is difficult and it will 
take a very long tiine ior this valua
tion and if the ·actuaries are able to 
make approximate valuations' by tak~ 
ing certain.· approximations, I think 
the shareholders would even submit to 
the same. 

Shri B;. R.- Bhagat: If you work out 
this compensation, will it be less than 
the paid~up value in the case of the 
shareholders? · 

Shri Maganlal: It will not be less · 
than the paid~up capitat It will be 
a little morl;l. 

Slui B. R. Bhagat: I am asking 
about . this 5 p~£ cent. for 20 years. 
You say that it is not less than· the 
paid-up· value of the s'bares in the 
case of a surplus company. 

-· 
Shri 1\Iaganlal: Not surplus. They 

will· be paid the same if they come 
under clause (2). They must be: paid 
on. the basis of the· market value ·and 
th~ ·intrinsic value. · · 

Shri B .. R. Bhagat: What'is the nJdr
ket vaiue? 

Shri Maganlal: It · reflects· the in
tnnsic worth ·or ·purchase· price of · an 
establishment. : , . · · · · 

Shri B. R, Bhagat: I do not think in 
many cases you have- the n:arJtet value 
at all. 

Shri Maganlal: We have ~gui:es for 
5 companies. · F~rst I will. give for 
Ori~ntal. . For~ th.e last ten years .'tha 
average of Oriental Works· out to 

Rs. 5,700. People investing in th 
company invested in it as a legac 
share. People think they will· g 1 

regular~ ·returns and they· purchase 
for the rainy day. 

Shri M. C. Shah: ·what was th 
market value of this share- on the 18tl 
JIUluary, 1956? 

Sbri 1\laganlal: I cannot just tell you· 

Shri 1\I. C. Shah· I want to kn0\\1 

what was the mark~t value on· the 18th 
January, 1956 . 

Sbri Dbirajlal Maganlal: I am _sorr•Jr 
I haven't got the figures with me. 

Chairman: We would like to kno\~ 
Wh!l-t was the a.uotation in the marke 
{or Oriental on the 18th JanuarY• 
1956. 

Sh~i-~laganlal: 1 think it was rounil 
about Rs. 5,500 and Rs. 6,000. . 

~ltri 1\1, C. Shah: It was between 
Rs. 4,600- and Rs. 4,700. Will you tak.e 
th~t figure? . 

Sbri Maganlal: If you give th~ tigure, 
I will accept it. 

Shri B. R. Bbagat: What about ~: 
shareholders of the rest of the co 
panies? · 

. • }1: 
. Shri Maganl~I: In the present. wo~n= 
mg of insurance, particularly life ir 
sura_nce, the shares had lost all tbe t 
value in the sense that they were no 
ge~ting much over . par.· 

Shri Sadhan . Gupta: Regarding tne 
Oriental, · is it a faci that one of _th: 
reason~ why the price 0~. the sh:~
was high was due. to a kmd of a d? 
ficial scarcity which had been create r 
As a matter of fact, when a p~rticu~~O 
holder of Oriental shares d1ed, ·s 
shares .. were put in the market by h~s 
executors and . the price of_.. snat iE 
went down. So . the market value ·t 
as much: due to. the artifiCial ~carcl ~ 
as to: intrinsic worth. · ·· 

Shri . Maganlai:· Ther~ is no scardt~ 
There is ~o .squeeze in the marketar' 
all for. these shares:·· These shar~ . . . . . ~ ... 
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[Shri Maganlal] 
bought and sold easily. The seller 
always quotes Rs. 100 higher and the 
buyer always wants it at Rs. 100 less. 

Shri Sadhan Gupta: Is there very 
Limited transaction of these shares in 
the. market? 

Shri Maganlal: Very limited, one ur . 
two shares at a. time. 

Shri Sadltan Gupta:. Is. it a rast. tnat 
wJ:ieri_ a sharel:iolder of the onental 
died, the prJce was very much broug~t 

- . - ' t of the sale of thest! 
down on accoun k t bY . 
shares being put on the mar e · · .· 
the. executors? 

Shri. Maganlal: I . am not exac:IY 
dWare or the perlod: If you can gtve · . ·u let· you· :Know. me_ the;. period; l; Wl 

Shri Sadban Gupta: I thin~ !t ~~s: 
. to give the peno · 

dtfficult for me . d that there 
hand .. But I uncJerstanin which the 
was one case recently. , d .. d 

. · h Id' 200 shares te • 
gentleman who e ld out his 
after which his execu~ors ~othe shares 
shares and that the pnce 0 

· · 
. h. t ·down very much. was broug 

. T .N Singlt: -You want com-
Sbn · ' · I . . · b d ori the market va ue. 

pensatlon ase . · · · 

Sl 
. I\1aganlal:: What I say is: if an. 

tn . t f · ir compensa-
investor. c:ould notk. g: ~lu~ he will not 
tion bearmg mar ~· v . . tock? 
buy ·equity shares·m an equitY s 
He -will. go in: either for debentures or 
preference snare. 

Sbri M. C. Shah: There was a s~heme 
of mutualisation so . far as One?tal 
was. concerned.. Th~t scheme_ was JUSt .. 
· the offing for about a year and a m . k half or ·more .. Then 1t was · nown 
that· in the valuation they will .get
about Rs. 8,800: Therefore the pnc~s . 
went up from Rs. 4,800 to Rs. 7,000 m 
those two years. Are Y?U aware of· 
thaf fact?' 

Shri. 1\laganlai: Yes, I _agree' with. 
you that the price had g~ne' up in the 
last three years~· There -~s the ·average 
of Rs. 6,300 and. that wa~ o~ly- because . 
of the· scheme of mutuahsatwn. There-

:;'or.e. I would cut. out these three year& 
for the purpose of considerattion of.. 
this valuation. If we. take ten years·· 
average. then .what will happen? 

Shrl M: d.' Shah: Excluding these, 
three years? 

Sltri- Maganlai:- We have :taken ten. 
years' average .. 

Shri'M.' c: Slt~lt:' Itave yciu exclud~d. 
the period· from tl:ie date on which ...... . 

Shri 1\Iaganlal: I remember it was in. 
1935, that these· shares were sold at. 
rock-bottom prices for about Rs. 1,600 
or so .. Irr the case of New India. niter 
the nationalisation · .announre1ncnt 
came--of course, no payment is g0ing 
to be made. ad· hoc because that is not. 
a life company-the price went dr.nvn 
from Rs. 65 to Rs. 38. 

Sbri M. C. Shah: Do you know that 
the price reached Rs. 72 and on the , 
18th January, 1956, the·price was only 
Rs. 46-8-0? 

Shri Maganlai: I did not rerer to . 
January, 1956. 

Shri. M. C. Shah: . When . you s::11d 
that prices went down from Rs. 65 . 
to Rs. 38 and considerable d~sturi:Jan.:~ 
was caused, I pinned you dowti to . 
certain dates. I say that it was 
Rs. 46-8-0 and the price today is Rs. 42 
or so. 

Shri 1\laganlal: Today it is only 
Rs. 38. 

Shri T. N. Singh: I would say that 
since the witnesses had suggested that 
compensation should be based on the 
market value, we need not disct:5:> 
that· question at great length. 

Shri 1\laganlal: I am only telling 
you what the share-prices were. I do 
not suggest· that compensation shouid 
be on market· values as they are not. 
available. · 

Shrf l\1.: C. Shah: This is a frightful 
picture. 

Shri 1\laganlal; Even if it is fright- . 
ful, the facts have to be taken into con- _ 
sideration. I am not exaggerating. 



Sbri Tulsidas: I would like to k•1cw, 
since the Minister has raised the qu~s· 
tion of the reduction of share prices, 
the quotations the· share market had 
for almost all shares on that date, 
because as I can see it, the shares had 
dropped not on account of the nation
alisation of insurance but on account 
o! the budget which was expected. In 
the past budget also the prices of all 
shares had dropped. It was not there· 
for a question of nationalisation of 
insurance. 

Shri Maganlal: I would like respect
fully to submit that the shares of in
surance companies Were affected Eince 
the last six to eight months because 
this question was being examined from 
time to time and the Minister himself 
several times stated that this matter 
was under examination .. 

Chairman: What is your next point? 
Shri Maganlal: May I then quote 

.the three companies? 

Chairman: Yes. 

Shri Maganlal: In the case of ln
.dustrial, the price is 45 and the avail
able compensation would be round 
about 30 to 35. For the Bombay Life, 
the price is 300 and the available com
pensation Will be 150. For the Empire, 
the price is between 500 and 600 and 
the available compensation will be 
between 300 and 350. These are the 
figures that I have got ana as compar
-ed to ·market value, the shareholders 
will suffer a lot under the present 
<Compensation provisions. 

Pand'it K. C. Sharma: I just want to 
ask whether you have any precedents 
where any industnal undertaking 
;being taken over by the Government 
.b:as been paid in the form of com
pensation at the market price. Do 
you know of any precedent anywhere 
in the world where an undertaking 
has been taken over by the Govern
ment and market price has been paid? 

Shri Maganlal: Certainly, The Bank 
of England was taken over at the 
market price, on the returnability of 
dividend and the market price. I 
think in the case of the Imperial Bank 
.of India we did that. 
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Pandit K. C. Sharma: In regard to 
· . the zamindaris, what is the difference 

ln the land taken over and in regard 
to the Banks what is the difference in 
the business taken over by the Gov
ernment'! 

Shri Maganlal: There is difference 
between a shareholder and a land
holder. 

Pandit K. C. Shanna: The simple 
fact is that the zamindar did work 
but the criterion was that he was not 
the tiller of the soil. I may tell you 
that the market value in Uttar 
Pradesh of a kachcha bigha was 
Rs. 1000 but he was paid only Rs. 30 
to 40. Once the State takes over for 
national purpose, the question of 
market value does not arise at all. 

Shri Maganlal: I am not saying 
about the actually existing market 
value. 

Pandit K. ~· Sharma: Would you 
agree that the eminent domain of the 
State plus the existing policy of the . 
Gov~~nment and also the credit and 
stability of the Government are the 
three factors which· should determine 
the value? 

Shri Maganial: I am telling you 
about the suffering. 

Pandit K. C. Sha~: You can as 
:V~ll say that if a person is sent to 
Jail for seven years, his children Will 
suffer! T~e public policy of the Gov
ernment Is foremost and then comes. 
the market value. 

Shri Maganlal: As far as the stat 
ment of the Finance Minist e
we h t b er goes 
pensa~ye o "Re paid reasonable com~ 

d b
ion. h e~sonable" is the word 

use Y t e Finance '1\ .. ,_, t 
t . .I.Y.LllUS er and I 

am rymg to say what is re 
to the shareholders I am as?nable 
t . k t h ' gomg to s IC o t e word "reasonabl " e • 
Pandit K. c. Sharma: What . 

reasonable is that these facto .18 

b t k . t . rs Will 
e a en 10 o cons1deration-th t 

bility of the Government the e sdia
of the Government and aiso th ere t 
tection of your life and prop : Pro
these factors come into consi'dere y.t.All 

raton. 



Shri T. N. Singh: I would like to 
know · first whether you want the 
compensation at the market rate. 

Shri Maganlal: It is not possible to 
,give it. 

Shri T. N. Singh: Even if there is 
any possibility? 

.-
Shri Maganlal: The question does 

not arise because there is r.o possibility. 

Shri T. N. Singh: Now, in any claim 
of compensation, is it possible in the 
context of the Constitution tq calcu
late, or base any calculation, on the 
ba'sis of prospects o! future earnings, 
which may be bad or which may be 
good? You want compensation and 
depreciation on the earnings that the 
shareholders would have had on the 
_prospect of future earnings. Would 
you agree to drop the idea of prospects 
in any system of calculation for com-

pensation? 

' Shri Maganlal: In the present 
scheme there is nothing except that 
what ~e have experienced in 1954-55 
should be availed of. 

Shri T. N. Singh: For the period of 
1954-55 you have based your calcula
tion on the market rate of shares in 
certain cases and in other cases there 
are no market values as you have not 
declared dividends. So, taking the 
generality of cases, after all, compen
sation has to be fixed not for indivi
dual cases but for all the cases. The 
majority of the cases are going to 
get almost even more than what they 
would have got. Out of 100 com
panies, some are such that they will 
get their full compensation, that is, the 
price paid for the shares plus some
thing which may go up to 10%. 
You said 15 lakhs out of 130 lakhs of 
shares. That will account to 12% or 
so. On the basis of actual investment 
plus 12%, that is what they will get. 

Shri G. 1\1. Shah: All companies will 
not get their capital back. Many com-
panies have got deficit. · 
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Shri T. N. Singh: 'Even then, those 
which have deficit will get 100% _of 
what they invested. 

Shri G. lU. Shah: No, they will 
have to pay their deficit from the 
capital. They will be losing. This is 
based on a new valuation to be made 
according to the proposal in the Bill. 
We cannot say what will be the posi
tion. I thiiik 50% of these companies 
will lose their capitaL 

Shri. T. ~· Singh: Any such capital 
as bemg m a debenture · is a risk 

capital and all the ris~ that go with ~ 
that have to be taken. · 

Shri G. lU. Shah: I have got a list 
of Bombay companies where you will 
find that five companies are getting 
compensation. In Bombay there are 
thrt;e companies which will get their 
cap~tal ba~k. There are nine com
parues which .. will lose their capital 
almost half or more. - ' 

Shri T. N. Singh: That may be du~ 
to . bad management. 

. Shri G. ~· Shah: That is the position 
m. compos1te companies also. Five 
w~ get compensation, six will get the 
cap~tal back and five will be losing 
the1r capital. 

Shri T. N. Singh: How many will 
get many more times than their 
capital? · 

Shri M. C. Shah: These companies 
woul~ have gone into liquidation. You 
mentwned that out of 100 companies 
t~ere are 72 in which the shareholder~ 
Wll~ be practically losing everything, 
W~Ile the other 18 will only get some
thmg under the ·Bill. 

Shri Maganlal: The position has 
been· entirely different. If the period 
o~ 195~ and 1955 is taken into con
~Ideratlon, the position will very much 
Improve. 

~hri M. C. Shah: I have noted your 
pomt. 

Chairman: 
point? 

What is your next 
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Sbri 1\Iaganlal: .My next . point is 
about the tax liability. As .far as tax 
liability is concerned, clause· 30 of the· 
Bill provides for. the dissolution of 
the· companies. At.: the 'same time, 
these companies do· :riot go into the 
process of liquidation. What I say is 
that section 2(6) (a) of the Income-

tax Act should not be made~ applic~ble. 
According to section 2 (6) (a) of the 
Income-tax Act, companies ·going · into 
liquidation and payiD.g compensation 
to the shareholders are liable to tax. 
Th~t .bei~g so ... ; .. : · · · · 

Shri M. C. s·hah: That will not apply 
to middle-class people. · · 

Shri Maganiai: Would you like them 
to be. 'iriduded? · · 

Sbri M. C. Shah: Middle-class people 
will not be liable to. · · income-tax . as 
their income will be. much less than 
the niininium prescribed ..... . 

Shri MaganJal: if l purchase some 
20 shares in a .company, that is my 
investment. Now, suppose I get some
thing. by way of compensation and 
you charg~ me. income-tax .on . th!lt 
amount, will it . be. fair? r invest. a 
capital and I would . get compensation 
as income inste~d· of capital. In the 
Bill it says that these companies . will 
be dissolved. I would request you to 
see that section 2 (6) (a) .. of the .iricome-. 
tax Act does not come into operation 
in this case. 

Chainnan: Do - you want that it 
should not apply to all that you ·get · 
or only to the amount that you ge~ in . 
addition to·. the capital? . 

Shri Maganlal: According to the 
Act it is applicable to companies that 
go 'under the process o~. liqui_dation. 
Therefore, it does not ·apply to this 
case completely. · 

Chairman: There will be the capital 
that you have invested and there will 
be something more also. Do you· want 
income-tax to be exempted with regard 
to both these items or do you want it . 
to be exeropted only in. respect· oLthe 
additional amount? 

Shri Maganlal: In the Bill itselr.. 
under clause 30, this full amount is:
exempted. This is being considered. 
as capital. What I would like is to. 
make it. sufficiently clear as otherwise~ 
income-tax people are likely to create. 
trouble. So, it has to be made ciear 
in the Bill that section 2 (6) (a) will 
not apply in this case. 

Chairman: Do you want it not ta. 
apply to all that you receive?, 

Shri G. M. Shah: Yes, to all that we.· 
receive. 

Chairman: There ·is the capital and 
there . is also ·something more that is 
going to. return. 

Shri G. l\1. Shah: That is not in the· 
form of an income. I · would .like to 
submit that if I buy, for example, one 
share of theOriental worth Rs. 5,700/
and 'if { am given some amount now 
by way of compensation, what I get ia. 
.only a ~eturn of the capital. It is not 
m·the form of any income. That is 
why we plead that section 2(6)(a) of 
the Income-tax Act should not apply' 
here. 

Shri T. N. Singh: What I want tO' 
kn.ow is this: Some· of the companies 
":'111 now be getting a decent compensa-· 
hon, comparatively speaking. Is it not 
true that in most of· these companies. 
shareholders have continued more or 
less as they were since there were not 
many transfer o!, share):mlders? - The· 
percen~age ·'Of ~ransfers has not been 
very high. · · . . . 

Shri Maganiai: It is just the other 
way.; .... _ · · · 

Shri T; N. · Singh: I believe that 
when _these ·companies get their com
pensation they will get more or less 
~ear. about.· what was the .. market rate 
In .1954 or 1953, as the Finance Minis-:-. 
ter ·said. 

Shri Maganlal: I have ·given· you 
five· examples· where we have told you 
that rates much lower> than the market 
va!J.ue would come as compensation. We 
have quoted five companies .. 

Shrt T. N.· Singh; What perqentage 
will they be getting less1 



Shri :i.Uaganlal: 33 per cent less. 

Shri 1\1. C. Shah: Is New India one . 
.:among them? 

Shri 1\1aganlal: New India is a com
-~posite company, Oriental, Bomby .Life 
.and Empire come under that category. 

Shri T. N. S.ingh: Supposing a majo-
rity of shareholders belong to the class 

. getting an income of Rs. 1,000/- or 
. more a month, in that case also would 
you like their compensation to be on 
a higher level than the one proposed 

. .:in the Bill? , 
Shri 1\1aganlal: What I· mean to say 

~s that if the period 1954 and 1955 
:·plus 7! per cent is taken into con

sideration, they will get reasonable 
··compensation. 

Shri 1\I. C. Shah: Would you like to 
pay 7k per cent also? The position in 

:,certain companies was rather worsen
. ing ...... 

Shri 1\laganlal: I invest money in 
the shares. Then there is the intrinsic 

---Yalue of the. shares to be taken into 
consideration. · 

Shri 1\1.. C. Shah: Are the rates fixed 
; acco;ding to the n- per cent basis or 

is it according to the intrinsic strength 
·.of the company itself? 

Shri 1\Iaganlal: That will be judged 
by what they are likely to get. 
' .... ~ ~ ~ f :: ~ -; ·~ . '~. _) " . 
. S-hri l\1, ·c. Shali: The~e may be cer-

tain companies-and I can give you a 
number of such companies-the 

: managements of which, in order to be 
popular among the shareholders, pay 
·.n per cent. But the intrinsic strength 

• of those companies deteriorated so 
· much so they were just on the verge 

:of insolvency. In respect of those 
, companies also, would you like to give 
7~ per cent to the shareholders? 

Sllri l\Iaganlal: If they are on the 
- verge of insolvency, ·I thii?k they are 
· liked to get less . than capital. 

Sllri G. M. shah: If they have given 
per cent, then where is the question 
insolvency? 
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Shri l\1. C. Shah: That is because 
they had their valuation made just 
according to their own plans . 

Shri G. 1\1. Shah: That cannot ·be so. 
There was strict supervision and con
trol over such valuation. 

Shri l\-1, C. Shah: I can show the list 
of such companies. 

Chainuan: Have you got any other 
point? 

Shri G. 1\1. Shah: I \Vant you to make 
the clause dealing with tax position 
very clear. In Oriental, there are two 
things. It is not the price at which .... 

Shri 1\1. C. Shah: That point is in the 
Bill. 

Shri 1\-Iaganlal: It is clear there, but 
it should be made ·more clear. 

Shri 1\Iorarka: Some time back, you 
· were arguing about tax liability. You 

were then referring to clause 30 of the 
Bill. Clause 30 of the Bill does not say 
that the insurance companies will be 

. compelled to be wound up or dissolv
ed. According to this clause, a com
pany will be considered as dissolved 
only when it makes an application 
to the Government and the Govern
ment grants a certificate to the com
pany saying that there is no reason 
for the continued existence of the 

. company, etc. Such matters as to when 
·the company will he dissolved, etc. are 
its. own .affair. Then before such appli
cation is made shareholders are bound 
to consider pros and cons of such dis
solution. Therefore where is the ques· 
tion of income-tax immediately com· 
ing up here? · 

Shri 1\'Iagaulal; Here, if the compen
sation is 'p~id to the .company, it asks 
for ~ertifi~ate, the company stands dis-
solved. · 

Shri 1\Iorarka: Why do the compa
nies stand dissolved? When the Gov
ernment pays compensation, the 
company is not bound to make an 
.application. And even when an appli-

: cation is made it is for the Govern• 
ment to think over and decide whether 
the company should. be given a certi
ii.C'ate· or not. 



Shri Maganlal: If the shareholders 
of the company decide that they 
should do some other business, then 
that company stands. 

Shri Morarka: If the company de
cides to do other business, it continues. 
The companies do not stand dis
solved unless they ask for the 
certificate from the Government. 
Therefore there is no question of in
come-tax payable by the shareholders 
on the amount of compensation which 
they do not receive, the question of 
tax coming in here? 

Shri Maganlal: If dissolution is 
treated as liquidation, then section 
2 (6) (a) of the Incoll}e-tax Act comes 
into operation. Therefore, I would 
respectfully submit that we should 
provide in the Bill that section 2(6) (a) 
of the Income-tax Act will not apply. 
That is my submission. 

Shri Sadhan Gupta: You stated that 
previously five companies had paid 
less than 7! per cent. I believe there 
is no change in their Articles of Asso
ciation. 

Shri G. M. Shah: It is only a ques
tion of shareholders agreeing. 

Shri Sadhan Gupta: You also said 
that 23 companies revealed a surplus. 
Can you give me the figures as to how 
many of these 23 companies had share 
capital? 

Shri Maganlal: I think ~11 of them 
have share capital. All th.e 23 compa
nies have declared surplus. 
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Shri Sadhan Gupta: So, you have 
given only a list of companies that 
have share capital, not the other com

panies. Is it correct? 

Shri Maganlal: Yes. 

Chairman: AnY other point? 

Shri Maganlal: In view of t?e very 
t delaY that was caused m the 

grea f ationalised airways, the share
case o n ould urge that a time limit 
holders w · h B'II f 

b Prescribed m t e 1 or 
should e 

the purpose of valuation and payment 
of compensation to the companies. In 
case of dispute of any nature. The 
amount agreed upon should be imme
diately paid and the remaining amount 
may be paid within a prescribed time. 
This provision has to be incorporated 
in the Bill in order that the compen
sation may be available to the compa
nies in a short time and interest 
should be paid on the compensation 
amout from the date of nationalisa
tion; or they may be paid dividend. 
They may be paid dividend for 1956 
or compensation may bear interest. 
That is quite reasonable. 

Under the proposed scheme, a cer
tain formula has been given for the 
valuation of these companies. Under 
this formu-la, the assets are to be valu
ed on the -basis of market value or 
purchase price whichever is less. In 
my opinion, the market value of the 
assets should be taken. I do not 
understand these particular words
"market value or the purchase price,. 

· whichever is less", because in some 
cases the purchase price might be· 
lower and the party might ·be affected, 
and in some cases it will be the other 
way round. Therefore, I would sub
mit that for all these companies that. 
are going to be valued on the basis of 
1955, the basis should be the market 
value and not the purchase price. 

The only other polnJ ls about the
allocation of profits before tax in some 
cases. Mr. G. M. Shah will explain. 

Shri G. 1\1. Shah: For instance, .. 
Oriental have allocated their surplus 
before tax. We would like to know
whether this compensation will be
before tax or after tax. 

Chairman: We would like to know
Your views . on that. The Committe~ 
has not yet deliberated on that point. 

Shri G. M. Shah: Our point is that: · 
the allocation of surplus should be.· 
before tax. The twenty times shoul<ll 
be before tax for aU companies. 

Chairman: That is your view? 



Shri G. M. Shah: Yes. One more 
point remains. There are companies 
which have made various provisiollJI. 
For instance the Bombay Life have 
got special premium taken on shares 
which is exclusfve Of capital or sur
plus. That should be returned to the 
shareholders. Then there is this 
Empire of India which has got a 
reserve of Rs. 5 lakhs and odd built 
up many years before. There are 
special allocations made in various 
companies. 

Chairman: You want them to be 
returned? 

Shri G. M. Shah: Yes. They should 
be returned to make it an equitable 
distribution for all companies. 

(Witnesses then withdrew) 

V. All-India Life Insurance Em-
ployees' Association 

Spokesmen: 

(1) Shri R. A. Menezes 
(2) Shri Sailen Ghosh 

(3) Shri R. D. Chitre 

(4) Shri V. N. Gupta 

Chairman: Have you anything to 
say besides what is stated in your 
Memorandum? 

Shri R. A. Menezes: Clause 10 of the 
Life Insurance Corporation Bill does 
not cover all aspects affecting the 

·employees. We want that the Indus
trial Disputes Act should be made 
applicable to all employees of the 

· Corporation. 

· Cl1airman: That point has been 
made before. 

Sbri R. A. Menezes: We would like 
to emphasise· that. 

Chairman: Yes. The next point. 

Shri R. D. Cbitre: Regarding the 
constitution of the Corporation, there 
is a provision under clause 4 that 
there will be 15 Members. We would 
like to point out that at least one of 
these Members should be able to act 
as liaison officer between the employees 
and the Corporation. 
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Chairman: Is it besides some Labour 
Welfare Officer or besides • the Public 
Relations Officer? 

Shri R. D. Chitre: They w:ill be zonal 
officers. We want that there should 
be one man through whom we can 
represent all cases and keep constant 
liaison between the employee and the 
Corporation. 

Chairman: Is it a point _that should 
figure in the Bill? Isn't it rather more 
or less a matter of administration? 

Shri R. D. Chitre: The Bill does not 
make anything clear. 

Chairman: Isn't it a matter of detail 
about the method of administration of 
the Corporation? 

. Shri R. D. Chitre: What we feel is. 
that if something is made clear in the 
Bill. that at least one representativt 
will be there, that will. enthuse a 
spirit of cooperation in employees. 

Chairman: As a matter of fact, it is 
-the n_ationat:p.olicy: that. there~ ~should 
be more and more participation of 
employees in all industries. It has 
been made clear, I believe. And this, 
is a matter of detail with regard to 
the method Of ad_ministration as to
what should be the machinery through 
which relations between the employees 
and the employer sho~ld be maintain
ed satisfactorily. Do you ·think that 
it should be .emphasised in· the Bill or 
do you ~ant· that a special· provision 
should be made for the purpose? 

Shri Sailen Ghosh: We want a spe
cial provision made in the Bill. 

Shri R. D. Chitre: The second thing
is that we have mentioned regarding 
standardisation 'of the scales of pay o! 
the employees of the industry and 
there we have already pointed out 
that about 75 per cent of the business 
has been concentrated and. salaried 
staff and their pay scales have been 
standardised. After their transfer tD 
Government machinery, there should 
be preserva'tion of these. Under sub
clause (4) of clause 10, they do not 

I 
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itnnre · the remedial measures that were 
:available under the ~ndustrial Disputes 
Act. They are taken away. 

:· -~:chiirn:au.: ·Ar~ !fh-~~:takiri:~~ay? 
·Shri R:-D. Chitre: Yes. Sub-Clause 

"(4) of clause 10 says: "Notwithstand
'ing anything contained in the Indus
:trial Disputes Act, 1947, or in any 
other law for the time being in force 
....... " Actually the clause should 
have been worded otherwise, that the 
persons who are covered by the Indus

. trial Disputes Act Will not be affected 
:by this Clause. 

Chairman: At present, they are gov
-erned by that Act. You think by the 
.ehange that is there, they will not be 
~governed by that Act. 

Sb~i R. D. Cliitre: 1t has been clear
ly stated that "Notwithstanding any
thing contained in the Industrial Dis
putes Act, 1947". 

Chairman: Next point. 

~Shri R. D. Cbitre: We have mention
ed about the staff of Chief Agen~s. 
"Though it is not anywhere covered m 
the Bill, as Chief Agencies are ~oing 
to be abolished, their staff also wlll be 
going out. 

Chairman: . The staff of the Chief 
Agents should ·'be ~bsorbed. Is that 
your point? 

:Sbri R. D. Chitre: Yes~ The . th_ird 
point is about the existiz;.g . I?end~ng 
disputes. There are existmg pendmg 
·disputes everywhere and these. pend
ing disputes should be settled before 
ihe Corporation is set up. 

Chairman: How . can. that be done? 
the setting up of the·· Corpo-1Iow can . d 

t
o wait afte'r having announce 

ra 10n · the 
the nationalisation? How can 
whole 'process wait upon ~he settle-

t Of certain disputes whlch may or men 
maY not come to an end? 

shri R. D. · Chitre: The set~ing up of 

Corporation need not watt, but the 
the tl d . tes should be set e . d1spu . 

tho t say that Chairman: It is one mg o . 
must be a machinery to try to 

there 

settle ·as early a& possible all the 
pending disr>utes and another thing to 

··say ·thaf these disputes should be 
settled before the Corporation is set 
up. 

. • J . ' -

Shri R. D: Chitre: A time limit must 
be set for the settlement of these 
disputes .. You ·should give a ·definite 
deadline by which ·the disputes should 
be settled before the s~tting up of the 
Corporation. 

Chairman: Is lt reasonable? You can 
say that it is necessary that a settle
ment takes place as early as possible 
and you can say that a machinery 
should be set in motion to see that it 
is done as expeditiously as possible . 

Shri R. D. Chitre: We have a very 
bad experience of the Bank Tribunal. 
It dragged on for seven years. 

Chairman: There may be a history 
behind that and the same history may 
not be here. 

Shri R. D. Chitre: What we want to 
submit is that when the people are 
coming under the Corporation, they 
cannot come with · their past cases. 
Whatever it is, it should be put in 
order. 

Chairman: Next point. 

Shr:i R. D. Chitre: As we have said, 
nearly 70 per cent of the staff are in 
higher scales of pay, and the considera
tion of pay should be at the upper 
level. The employees under the 
private · managements are not getting 
a living wage. Under the · present 
scheme, there is vast room for expan
sion of business and there should be 
definite attempts made to pay them a 
living· wage. • The standardisation 
should be at the upper level. 

Chairman: .Is the trend not known 
from Chittaranjan and Perambur, the 
other sectors of ·public life? Is the 
trend not there · to · uplift and to 
improve the· _lot of workers? 

Shri R. D. · Chitre: From . certain 
statements .at the Ministerial level we 
understand that standardisation 'will 
be on the basis of Government pay,. 
scales. 



. ·• Chairman: It may be as iii any. other 
pu~li~ sect~r •. : .. ·:. 

Shri R. ri. t:hitre: . The banks and 
insurance companies . . go together 
because they come somewhere behveen' 
commercial. establishments' and U:tility 
concerns. Their standa.rdisat~on sp.ould 
be at that level. We have been com
paring witll the Reserve Bank which is 
a credit institution. There some scales 
are better. There may be room for 
improvement there also. Here I have 
given figures showing how the pay 
scales of employees of bigger com
panies differ from that of the 
Reserve Bank pay scales. There is a 
slight typographical error. In the last 
column "1024" must be "10248". We 
want to say that ratimialisation 'should 
be at the higher level. 

Then again, there are different pay 
scales in different ·insurance compa

nies. Their working conditions differ. 
In many companies, their method of 
work also differs. Some draw highe.r 
scales of pay because they are more 
efficient and their output is better. So 
we do not know how these persons 
are going to be fixeq in the standardis
ed scales. Supp6sing a Person is 
getting Rs. 162, at what level will he 
be put? 

Chairman: It is a . matter of. detail. 

Sltri M. C. Shah: Let there be co
operation from them. 

Shri R. D. Chltre: There· will be co
operation. That is why we are 
suggesting a machinery alloWing parti
cipation of employees at all levels. 

Shri M. C. Shah: That will be done. 
Why do you worry about it? 

Chairman: Next point. 

Shri R. D. Chitre: We suggest that 
information about the set up of the 
Corporation may be circulated among 
the employees, so that they may render 
their cooperation and give whatever 
constructive suggestions they have. 

Shri 1\1. C. Shah: We want your 
fullest possible cooperation. 

l51f 

Shri R; D. Cliitre:. Under the new 
scheme o:l; nationalisation; there should 
not be any . retrenchment of the 
empl~yees .... 

Shri M. C. Shah: R.egarding that..we 
have 'already given. assurance; · Wby 
do· you worry about it? 

Chairman: Oiily some people at tbe 
top. who may not be there by natura1 
rights may be . affected. That is w~~t 
I understand. 

Shri'R A. Menezes: We are concern-. 
ed with ~ersons covered by the InduS
trial Disputes Act •. 

Sbri. R. D. cwire: There may l;c 
transfers of many of _the e~p1~yees 
and this puts_ th~ employees 
into difficulties. If the representatives 
of the employees are associated with 
it we ca'n illiiiimiie :the difficulties that 
w1ri be there aiid we can see that 
everything goes ori well. 

Chairman: The . dislocation must be 
minimized. 

Shri· R. D. Cbiire: Yes. There should 
be a housing scheme for all the insur
ance employees. Previously a11· b~g 
companies . were having their own 
housirig schemes. Now some priority 
shouici be gi,ven to the employees in 
the matter of housing throughout th~ · 
country. 

With regard to valuation we sub.rrJt 
that the valuation should be yearly. 
This cari be done easily as there wi'l 
be machinery in the corporation for 
doing this. In the past they were sma11 
private companies and so the;v ·were 
unable to carry on the valuation. 

Shri M. c; Shah: We have provided 
hvo years. We Wi.il wait for some 
more time: Let us · have- some ex
perience. 

Shri R. D. Chitre: Two years h'l\"e 
been provided in the Insurance Act. 

Shri M. C. Shah: Previ!>tlsly it \va3 
three years. Now we have brought it 
down to two. 

Sbri R. D .. Chitre: Previously the 
private management could hot ~:ffoxd 
frequent valuation. 



Shri ,M. C. Shah: This is a gigantic 
venture. Let us ~learn~ by . experience. 

Shri R. D. Chitre: In the insut"anr:e 
companies employees are given b.:nus 
in addition to wages.- · It should be 
contjnued even under. the corporation. 
'The valuation bonus, that is, the incen
tive bonus, must continue. 

·160 

Shri Venkataraman: You talk of 
standardisation of the wages. Suppose 
there is a manager in a small Company 
A drawing Rs. 120 I- and there is a 
clerk . in~ a big Company B drawing 
Rs. 3001..:. According to your standar
disation would that manager, because 
he is designated as manager in a small 
company, draw the pay which the cor
poration may fix for the post of a 
manager in, a big branch? 

Shri R. D. Chitre: It will depend 
upon the nature of the duties he 
would be performing. He will be a 
past manager anyhoyv. 

Chairman: There are bound to pe 
va,r:ious factors to be taken into 
account. 

Shri Venkataraman: What is the 
basis? Is it the salary that he will 
draw or it is the nomenclature of the 
office ~that he _is holding which will be 
the basis for standardisation? 

Shri R. D. Chitre: The basis for 
standardisation· will depend on three 
or four. factors. ~ ~ One will be the total 
emoluments that a person. will be 
drawing. · The second · factor will be 
the qualifications that he possesses and 
the third factor will be the experience 
that he has got. The fourth factor will 
be the type and the nature of duties 
he is performing. Weightage will have 
to be given to an these factors. 

(Witness,es then withdrew) 

VI. The Kanpur Insurance Institute, 
Kanpur. · 

Spokesmen: 

(1) Shri S. N. Purl. 

<2) Shri B. Chakravarti. 
(3) Shri M. C. Desai. 

{4) Shri H. L. Soni. 

(5) Shri T. P. Srivastava 

(Witnesses were catted in . and 
. t,ook their seats.) . 

1\lr. c~irman: . What is . t~e exact 
point you want to emphasiSe. 
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Sbrl B. Chakravarti: There is a pro
vision in the Bill [sub-clause (2) of 
clause 10] that tb:e present ~molu
ments of the employees, both m ~he 
field and in the offices, m~y be subJect 
to reduction. In case an employee has 
served for say more than 10 or .15 
years and has a good record of service 
behind him and he is asked to ac.cept 
emoluments which are substantially 
less than what he ha_s act~~Y ~een 
drawing, in that <:ase if he IS mc~ed 
to leave the job then he should be ~~v~n 
adequate compensation. Som: prmci-

1 in this regard may be laid down 
~e~ause if be goes out of t?e job. then 
be cannot serve elsewhere m the msu- · 
ranee line. 

Chairman: You want him to be com
pensated. 

Sbri n. Chakravart~: Yes ... .Iii the 
memorandum we have a]fo laid down 
th principle as to how the compensa-

t . e is to be determined. The second 
. IOn I 
point is this. Whatever an emp oyee 
expects to get . j~st at th~ • :r;>resent 

. · ent or when the corporation takes 
mom whatever he is asked to accept 
over, "d t f d as remuneration, the p~OVI en un 
accumulation and gratuity that ~e has 
become entitled to should remam un-
affected. 

Regarding zonal offices Mr. Puri, one 

f ur members, has already explained 
0 0 . • t 
to you in detail our v1ewpom s .. 

We have also to place for your kind 
consideration the . case of t~e agents. 
Th old agents and the existmg agents 
aree working under certain specified 
conditions. Since the new ~chedule of 

muneration has been rece1ved by us, 
re t · h we find therein very ex ens1ve c anges 
haVe peen effected. So, whatever may 
be the position wit~ .. regard to the 
engagement of new agents-of co~rse, 
h .y will have to work under the new 

t a~es of remuneration-the position of 
~he old agents should not be affected. 

Chairman: Do you mean, to say that 
the terms should remain the same · 
irrespective ·Of the new order of 
things? 

Shri B. Chakravarti: Yes. under 
the old terms they had to serve for a 
period of ten years · at a stretch. 
Under the Insurance Act it was not 
necessarY. for them to procure any 
business to earn renewal commission. 
So the status quo may be maintained. 
Then some of them might have grown 
old and it may not be possible for 
them to introduce the minimum com
pleted business of Rs. 75,000 or the 
renewals. Previously, in terms of the 
contract, which was also guaranteed 
by the Insurance Act, they would con
tinue to get it. Not only so, but after 
their death it would pass on to the. 
beneficiary. I was hereditary. 

Chairman: You want the same terms 
to continue. 

Shri B. Chakravarti: 1· want the 
terms and conditions to continue as 
provided for in the Insurance Act. 

Chairman: As they exist? 

Shri B. Chakravarti: Yes. There is 
also another point on which I have to 
state something, 

In the Bill there ~s provision for 
reducing the policy liabilities. These 
policy liabilities should not be reduced. 

Chairman: Irrespective of the stand
ing of -the company? What would 
have happened if the Corporation was 
not there? 

Shri B. Chakravarti: Previously in 
certain cases when a company ~as 
asked to be merged with another com
Pa_DY 1;>ecause of fin~cial unsoundness, 
this kmd of reduction in the p 1" 

- liabilities took place. 0 
Icy 

Chairman: What happened befo 
and what was considered reasonab~= 
then should also be done now. Is that 
what you mean? 

Shri B. Chakravarti: 
then of course. I do 

It happened 
not question 


