                                DRAFT

Date:

Shri/Smt_____________ ,
_______________________ 

Sir / Madam,
PROTECT PEOPLE’S SAVINGS – DEFEND ECONOMIC SOVEREIGNTY
We take this opportunity to introduce ourselves as employees working in Public Sector insurance industry and affiliated to AII INDIA INSURANCE EMPLOYEES’ ASSOCIATION (AIIEA) which is the oldest and largest union in the industry. We as responsible trade union and conscious citizens of this country place before you the following aspects for your consideration.

You are aware that in the name of economic reforms the successive governments in our country for the last two decades, opened up our economy and pursued neo liberal economic policies. In our opinion this has resulted into today’s economic sluggishness. Though the growth appeared temporarily during 2005-2009, the crisis in world economy took its toll on our economy too. This is because of unbridled integration of Indian economy at the global level and opening up of our economy to speculative foreign capital. This policy further forced the privatisation of public sector and withdrawal of government steadily from controlling the market. This philosophy also led to slashing the subsidies given to the common man. Outcome of these reforms are price rise, unemployment, no guarantee of jobs, attack on labor rights and disinvestment of public sectors meaning public ownership being transferred to few private corporates. The impact of the reforms is such that savings of Indian people are gradually getting eroded. 
We are sure that you will appreciate that for any growing economy the domestic savings in that country play a very important role. Despite the reduction in household savings of our people the public sector financial institutions like Banks and Insurance have done exceedingly well. Insurance industry in particular plays a very vital role in mobilizing these savings and channels this money for nation’s development. Therefore, AIIEA feels it very important that insurance industry should naturally be owned by the government. Unfortunately, the insurance industry was opened up in the year 1999 with a 26% Foreign Direct Investment cap.   
In spite of competition, the public sector insurance industry mobilized the savings of the people and pumped this money for infrastructure development of our country. It is appropriate to mention here that LIFE INSURANCE CORPORATON OF INDIA (LIC) has already contributed Rs. 1,83,000 crs to the 12th Five Year Plan. The public sector insurance industry is the market leader in the industry.  
In this background, instead of strengthening this industry, the UPA government introduced Insurance Laws (Amendment) Bill 2008. Insurance employees along with the people of this country are in stiff opposition to this bill approved by the cabinet of the Central Govt. We are submitting our view points on our opposition to this bill for your kind consideration.

Increase in Foreign Direct Investment (FDI) in Insurance from 26% to 49% : Suicidal for the economic sovereignty of this country

The Standing Committee of Parliament headed by Hon’ble Sh. Yashwant Sinha has unanimously submitted its report on December 13, 2011 in the Parliament. The Standing Committee has opposed the increase in FDI cap in insurance sector from 26% to 49% keeping in view the international finance crisis in 2008 which was caused by the mismanagement of the private insurance companies in those countries. These companies had to be bailed out by the governments in those countries. As per the report of Reserve Bank of India last year (2011-12) total FDI of $22 billion came into India whereas the outgo was $26.1 billion. The argument of the government that if FDI is allowed more in insurance and other sectors, resources necessary for infrastructure will be available is completely belied. Moreover as per the report of RBI, FDI in India has mainly come into the service sector (with an average share of 41%) in the past 5 years.

The argument of the government that by promoting the FDI in this country Insurance Penetration (ratio of the premium underwritten to the GDP) will increase is not tenable. As per the reports of IRDA the insurance penetration in India is 4.4% despite a lesser disposable income of the people of this country whereas the world average is 4%; USA 3.5%, Australia 3.1%, China 2.5% and Brazil 1.5%. 

So far as insurance sector is concerned the total FDI in life sector (from 2001 –2013) is only Rs. 6045.91 Crs whereas for the same period LIC has paid dividend of Rs. 10565.74 Crs to the government. As on 31st March, the investment in government and social sector by LIC is Rs. 921371 crs. Furthermore the investment by LIC in the 11th Five Year Plan (2007 – 12) is Rs. 704151 crs. Out of the total investment in the infrastructure by life insurance industry LIC alone has invested in infrastructure more than 90%. It confirms that for any developing economy the people’s savings is the only alternative as compared to FDI. World Bank appointed a Growth Commission headed by Nobel laureate Dr. Michael Spence concluded that “foreign savings is the imperfect substitute for domestic savings including people saving to finance the investment a booming economy requires”. 
As such the provision for raising FDI cap to 49% is to have a control on the household savings of this country by foreign players and not the development of infrastructure. We demand that this clause in Insurance Laws (Amendment) Bill 2008 be dropped in the interest of nation.

Attack on Public Sector General Insurance Companies

Insurance Laws (Amendment) Bill 2008 has a provision to enable the PSU General Insurance companies to raise the capital from the market. This is nothing but disinvestment of public sector general insurance companies. These companies have an asset base of Rs. 102000 Crs, a Reserve of Rs. 15000 Crs and capital of Rs. 600 Crs and as such they do not require any capital infusion from the market. The public sector general insurance companies’ total gross direct premium income last year (2012-13) is Rs. 35022.13 crs.  On one hand the govt. of India is pressurizing the banks to merge so that their capital may increase and on the other hand the merger of four public sector general insurance companies is being denied. The merger of the four public sector general insurance companies can be allowed instead of raising the capital from the market. 

Finally, we have placed all the facts to the best our knowledge before you. We hope that on your election as Member of Parliament to the 16th Lok Sabha, you will kindly intervene in the matter and not only oppose the Insurance Laws (Amendment) Bill 2008 but also facilitate the withdrawal of the bill by the next government. In our opinion, this will be a great contribution to the cause of keeping the economic sovereignty of this country intact and protected.

Wishing you all the success in this elections,
 Thanking you,

Yours faithfully,
