To   All Officers and employees of LIC,                                          Date-13-12-2014

ONE DAY STRIKE AGAINST THE INSURANCE LAWS (AMENDMENT BILL)

The Cabinet has approved the recommendations of the Select Committee, Rajyasabha on Insurance laws (Amendment) Bill headed by Sri. Chandan Mitra increasing the FDI limit from 26% to 49%. The bill has made an additional crucial departure from its previous draft by allowing for foreign institutional investment (FII) in the insurance sector. The other recommendations are also detrimental for functioning of LIC and also against the interests of the policy holders and Nation as a whole. The Government is placing the Bill in the Rajya Sabha on 16th December. 
FDI Hike from 26% to 49%: The hike in FDI will increase the ability of the private companies to manipulate and exploit the insurance market. It is only a myth that there will be flow of capital, new technology and products will be brought, flow of funds into infrastructure etc. and so on. Going by the fact that even if the foreign equity is raised to49 percent, it may not result into actual expansion of the capital but may only result into the transfer of the shares from domestic insurer to the foreign insurer. If the foreign partners equity goes up to 49% and the Indian partner puts up his share for public offer, the foreign partner would be the majority share holder and would effectively control the company, thus they will gain greater access and control over the domestic savings. This has happened in other industries. There is no new technology required to this country as we can see that all the insurance companies operating in India are selling products of LIC by renaming them. The only new product the private insurance companies brought is Unit Linked Insurance Plan (ULIP) which proved disastrous. It did not benefit the large number of insuring public, while the private companies earned enormous profits by high charges, lapsing of the policies and the higher cost that was incurred in terms of surrender values. Nearly 80 per cent of the funds of the private companies are only through ULIPs that are basically invested in the equities rather than the long-term infrastructure projects. In comparison, nearly 80% per cent of the funds of the public sector have come into the long-term infrastructure projects. Portfolio investments can be liquidated and repatriated very quickly by FII’s. They can cause serious instability to the Indian economy. Increased FDI and FII will expose the Indian Insurance sector to vagaries in the global financial climate without any benefit to the people of India. The Standing Committee headed by Sri.Yashwanth Sinha giving its report in 2011 noted that the only reason the Indian insurance sector had remained insulated from the global financial crisis of 2008 was because the foreign shareholding was capped at 26%.

Therefore, further hike in FDI is motivated to accommodate the demands of the foreign capitalists to bail out MNC's and private companies who are suffering huge losses and cheated people through ULIP's & its misselling. The move also undermines the unbeatable marketing capabilities of public sector.
Removal of Section 40A: The Omission of statutory provision of Section 40A, which specifies limitation of expenditure on payment of commission to insurance agents will put insurance industry into deep trouble, as this will lead to commission war between insurance companies. This will also promote unethical poaching of agencies form one company to another in the plea of difference in commission rates and which ultimately will lead to bad business practices within insurance industry. 

Distribution cost in insurance industry is the primary cost and is of very high nature, because insurance in world over is still sold and not brought. It is therefore needed that a statutory control should be exercised in distribution expenses relating to payment of agent’s commission. Moreover, leaving this matter of exercising control of expenses towards commission in the hands of regulator will be putting the regulator into a complex situation which will be very difficult for them to tackle.

The removal of Commission cap will go against the spirit of the nationalization of the Insurance Industry to safeguard the interests of the policyholders. The specific limitations on commission payments would need to remain and the overall ceilings on expenses of management or the interpretation of what constituted such expenses, did not also call for any revision or modification.   

Removal of Section 44: - The provision of providing Renewal and Hereditary commission which provides statutory protection to the Agents is being removed, leaving them at the mercy of Insurance Companies, which can terminate the agents under false charges. 
Amendment to Section 45:- The existing provision of not calling to question a policy on ground of misstatement after two years is proposed to be increased to three years. This will harm the policyholders as this period can be conveniently misused by the insurance company to repudiate genuine claims of the policy holders. With the existing provision of two years the record of the private companies is very bad and at the same time LIC’s repudiation percentage is 1.1-1.3% which is the best in the world. 
Amendment of Sec.107 in the General Insurance Business (Nationalisation) Act, 1972: Allowing Nationalised General Insurance Companies to raise new capital from the market is unwarranted as all the companies are adequately capitalized. Instead of privatization of such important public sector the General Insurance Companies may be allowed to raise the capital (if required) other than through sale of equity, as the Bill proposes to amend Section 6A 1 (i) allowing the insurance companies to raise various types of capital other than equity shares, from the market. 
LIC Employees have always fought against the Government policies of destabilising the Public Sector organisations and encouraging the Private capitalists. At this point let us all remember the fact, that the Indian Economy was insulated against the Global Crisis of 2008 only because of the Public Sector organizations. Let us all protect the national interests and the public sector insurance companies. 
We urge all LIC employees to wear black badges and demonstrate during Lunch hour on 16th December and observe one day nationwide strike on the following day of the passage of the Bill.

With warm Regards,
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Secretary General-NFIFWI
