LIC IPO: KILLING THE GOLDEN GOOSE

By T. Senthil Kumar
The life insurance business constitutes a vibrant segment of the financial sector and plays a vital role in the national economy. It mobilises the small savings of the populace, converts it into capital, and makes this capital available for national development. Significantly, it sells a promise, not a product. When a business sells a promise, it falls to reason that its control must lie with the State.

Thus, the government’s stated intention to list the Life Insurance Corporation of India (LIC) seems not to be in order. The move is avowedly to bring in discipline, to create assets and to unlock this value for customers.

Yet, what more discipline is required when LIC already makes regular public disclosures, submits all reports to the regulator – the Insurance Regulatory and Development Authority (IRDA) – on a monthly basis, and presents its books of accounts on the floor of Parliament for scrutiny?
As regards assets, LIC has grown from an initial asset base of only Rs 5 crore invested by the then central government to an astonishing Rs 32 lakh crore. It generates an investment surplus of between Rs 3.5 lakh crore and Rs 4 lakh crore every year with investments totalling Rs 30.55 lakh crore. 
In 2007-08, when India’s gross domestic savings had declined from 46% of the country’s gross domestic product (GDP) to 30.1%, household savings had come down from 8% to 6.5 %, and the global insurance business was in decline, LIC grew at 7.7%. The huge asset base of LIC is actually bigger than the annual turnover of large international corporate giants like Apple and ExxonMobil, and greater than the GDP of 75 countries across the globe. It has invested in the country’s banking, oil, cement, information technology, steel, heavy electrical and other sectors. It has been part of every Indian’s life through its investments in the railways, roadways, irrigation and water supply projects, housing schemes and so on.
LIC distributes its annual surplus in the order of 95% of its total income to policy-holders and 5% to the central government – thus unlocking its values entirely for policy-holders and to society at large. But the central government now wants to unlock its massive assets, through disinvestment, for a few rich people.

It is plain that the listing of LIC has two reasons behind it:

One, to tide over the economic mess due to blind adherence to neoliberal policies; the government is looking to bridge the fiscal deficit.

Second, the BJP is ideologically against the concept of the public sector in general and life insurance in particular.
This is a shame, considering LIC’s performance for the year ended March 2020:
· LIC has shown a growth of 25.17% in its first year premium earnings by posting the highest-ever figure of Rs1,77,977.07 crore.
· Its pension and group superannuation business created history by crossing Rs 1 lakh crore. It collected Rs1,26,696.21 crore as new business premium income against Rs 90,848.86 crore in the corresponding period the previous year – showing a growth of 39.46%.

· As of March-end 2020, LIC had collected Rs 3,79,062.56 crore as total premium, compared to Rs 3,37,185.40 crore collected during the corresponding period last year – showing robust growth of 12.42%. 
· The gross total income grew to Rs.6,15,882.94 crore for the period ending March 31, 2020, from Rs 5,60,784.39 crore during the corresponding period last year, showing handsome growth of over 9.83%.

· LIC’s total assets stood at Rs 31,96,214.81 crore as compared to Rs 31,11,847.28 crore for the corresponding period last year – a growth of over 2.71%.

· LIC continues to be the dominant life insurer even in the current competitive insurance scenario in India with a market share of 75.90% in policies and 68.74% in first year premium, as of March 31, 2020.

· LIC has already settled Covid-19 death claims for 561 policies amounting to Rs 26.74 crore. It has also relaxed the procedure and is eliciting death claim related requirements through email from club agents / development officers. To help customers further at this time, LIC is now accepting maturity claim and survival benefit related requirements from customers by post and settling the claims without original documents.
All this goes to show that LIC is one of India’s finest public sector institutions and must be preserved as such and allowed to flourish and continue benefiting ordinary Indians. 
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