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C.S.RAO

The last few years saw private sector competition
enter the field and the impressive growth of the
industry is due to contribution from both private
and public sector companies who have succeeded in
enlarging the market.

The tariff has mostly protected the non-life
companies from the adverse impact of competitive
forces. Over the decades it has created a system of
cross subsidies and it now needs to be removed in
order to give the industry a fair opportunity to attain
commercial success in a competitive market place.
This will pave the way for a healthy industry that
serves the needs of the consumers at a fair price
and with sustainable profitability for itself.

One of the basic internal needs for competitive
and appropriate pricing of insurance is the
technical skill of underwriting. That is what this
issue of IRDA Journal explores. In our context the
industry has to virtually return to underwriting
since it has, for a few decades, relied on tariffs and
has largely lost the skills to evaluate individual
risks and price them correctly.

The most significant external requirement of a
market moving from an administered price to free

pricing is good sequencing and monitoring by the
Regulator so that the market remains as stable
as possible and the end customers’ interests are
protected even if there is a disturbance. That is
what the Authority has been working towards by
creating a road map where the various milestones
are identified for different activities so that the
Authority can monitor the transition from
administered pricing to risk based pricing.

In early September we had occasion to welcome
into the Authority the new Member (Non-Life),
Mr. K. K. Srinivasan, who brings with him rich
experience in matters technical and legal from the
industry and, most recently, from the Tariff
Advisory Committee (TAC). He will be guiding the
detariffing process on a day to day basis. We extend
a warm welcome to him through this issue of the
Journal too.

The next issue of the Journal will profile some
of the social security schemes available in the
country which are in the nature of insurance.  This
will serve to give us an understanding of the nature
and scope of the security net that the country
requires in our quest for financial stability and
security for our people.

rom the PublisherF
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LETTER FROM THE EDITOR

The Core Function
Times change, and force us to change with them if we are to thrive.

In that context, the insurance industry is on the verge of coming a full circle from its circumstances in the
1950s. A private sector dominated industry was nationalised in the aftermath of a shakeout caused by
some companies with commercially minded underwriting and consequential financial weakness and
slack customer service.

The nationalised industry consolidated its network and financials admirably but, inevitably, the lack of
competition led to stagnation, and customer service hardly took its place in the sun. Liberalisation
introduced competition in the industry with the advent of private sector companies promoted by Indian
and foreign business groups. In a logical progression towards enhancing market competition for consumer
value, we are now moving towards dismantling the administered pricing system that governed most of
the general insurance business for about four-and-a-half decades.

Pricing of general insurance products is a continuous process of learning. Tracking current developments
is important to recognising and evaluating risks and to pricing them. Sound basics ensure a strong
financial foundation for the company which is exposed to stupendous losses in cases of catastrophes of
the natural, manmade or even the legal liability variety.

It is with this in view that we bring you a collection of articles in this issue of how the industry needs to
find its way back to sound underwriting practices. The issue comes to you at a time when IRDA has
published its roadmap to detariffing the industry by December 2006.

To introduce the writers in this issue, some of whom you will be meeting here for the first time:

Mr. P. C. James, Executive Director (Non-Life), IRDA writes about how underwriters uphold the interests
of all stakeholders. Mr. Arun C. Chaubal, who served in the public sector general insurance industry and
is now Managing Director, BMS India Intermediaries Pvt. Ltd., tells us about the need for ‘hard’ and ‘soft’
skills while underwriting in a detariffed environment.

Mr. V. Ramakrishna, Managing Director, India Insure Risk Management Services (P) Ltd., outlines how
a broker can be a key link in the underwriting process while Dr. Rajeshree Parekh, an ophthalmologist
who heads the Employee Benefits operations of Marsh India Pvt. Ltd., presents a practitioner’s view of
the basics of group insurance underwriting.

We bring you the third and concluding part of the paper based on the research study of Mediclaim
conducted at National Insurance Company by Ms. Indrani Gupta, Professor and Head of the Health
Policy Research Unit, and Mr. Mayur Trivedi, consultant at the same institute.

Our next issue will profile some of the social security schemes that we have in India to form an idea of the
nature and scope of the benefits and coverage that were devised in the past and protected thousands of
families through financial difficulties.

K. Nitya Kalyani
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VANTAGE POINT

Pooling resources is a common and
effective solution for protection against
potential losses.  Such pools are quite
well known in the context of employer-
employee relationships, more so where
the employee group is large, and most
certainly where the Government is the
employer.

Employer-run retirement schemes,
which are also sometimes funded by the
employer, include provident funds and
pensions, benefit schemes related to
healthcare expenditure, retirement
investment schemes and more. These
are all present in India in various forms
and are mandated by different laws.

The importance of such schemes, as
well as their current inadequacy in
addressing the society’s requirement, are
illustrated by some numbers.

Of about 400 million workers, only
about 35 million are in the organised
sector, which is covered by such schemes.
These are 1999-2000 figures published
by the Ministry of Labour and more
disturbing is the fact that in the previous
10 years, while the total labour force
grew by 55 million, that in the organised
sector grew only one million.

Stopping a moment to define the
sectors: The organised sector includes
primarily those establishments which
are covered by the Factories Act, 1948,
the Shops and Commercial
Establishments Acts of State
Governments, the Industrial
Employment Standing Orders Act, 1946,
etc.  This sector already has a structure

The Safety Net
K. Nitya Kalyani

through which social security benefits
are extended to workers covered under
these legislations.

The unorganised sector, on the other
hand, is characterised by the lack of
labour law coverage, seasonal and
temporary nature of occupations, high
labour mobility, dispersed functioning
of operations, casualisation of labour,
lack of organisational support, low
bargaining power, etc., all of which make
it vulnerable to socio-economic
hardships.

Needless to say, the latter requires

social security even more than the former
and this has been discussed in many
forums widely.

The scope of the existing schemes is

large. For example, the Employees
Provident Fund Organisation (EPFO)
covers over 3,93,824 establishments,
has over 3.9 crore members and has a
corpus (with its related schemes) of
about Rs. 1,39,000 crore. This works out
to about a third of the invested funds of
the life insurance industry, which was
about Rs. 4,18,000 crore at the end of
the last financial year. And one must
remember (see above) that this coverage
extends at best to eight to nine per cent
of the working population of the country.

Retirement schemes like the now
closed Varishtha Pension Bima Yojana
were floated to address specific needs
and to protect retired people in a falling
interest rate market. Postal Life
Insurance, well over a 100 years old, is
a closed insurance system for
employees of government departments
and undertakings.

In the next issue of IRDA Journal
we will profile some of these initiatives
that include the Employee State
Insurance Scheme (ESIS) and Postal
Life Insurance and try to see what can
supplement the social financial
stability they stand for and how.

The subsequent issue of the
Journal, of December 2005, will be our
third annual issue. We would like to
discuss how consumer protection works
in the insurance industry and in other
financial services industries, too. Any
suggestions on how to approach the
topic as also contributions in the form
of articles are welcome. Please mail us
at irdajournal@irdaonline.org.

Employer-run retirement
schemes, which are also

sometimes funded by the
employer, are present in

India in various forms and
are mandated by different

laws. The importance of such
schemes, as well as their
current inadequacy in

addressing the society’s
requirement, are well

illustrated by the numbers.
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IN THE AIR

Welcome!
It’s been a natural transformation for
Mr. K. K. Srinivasan who took over as
Member (Non-Life) at IRDA in early
September. From being the guardian of
the Tariff in his capacity as Secretary of
the Tariff Advisory Committee (TAC)
for four years, he now facilitates its
dismantling! For within days of his
joining the Regulator’s office, a roadmap
to guide the general insurance industry
to go off the tariff has been circulated.

“Detariffing by itself will be a great
challenge to the industry and the
Regulator,” says Mr. Srinivasan who, in
1969, joined The New India Assurance
Company, when it was still in the
private sector, as a management
trainee. The significance of this roadmap
is the clear and achievable deadline and
the milestones that the companies have
to accomplish. “All the companies are of
good standing and sound lineage and
they will complete this as it is a matter
of their reputation,” he says.

What replaces the tariff rates has to
be well thought out, he says, and each
company has to finalise internal guide
manuals and integrate them into their
underwriting systems.

Moreover, the roadmap is a guide to
enable a smooth process rather than a
tool to punish transgressions, as he puts
it, just as the regulations are a way of
setting minimum standards for the
industry to live up to.

“But a word of caution: regulating an
industry is like patrolling vast unfenced
frontiers. No matter what level of vigil
you exercise, there will be breaches. But
that should not stop you from being
vigilant and invite disaster. One should
also not have over-regulation and stymie
development,” he says.

The industry is itself in a critical
stage of development, according to him,
when it has moved into the consolidation
phase after a period of development
from a regulatory perspective. “It is in
this stage that companies, having
reached a particular stage and speed of
growth, launch themselves into
aggressive growth. There will be a
temptation to cut corners and the

Regulator has to
intervene in such a
way that while
unhealthy practices
are discouraged,
healthy growth is
not inhibited,” he
observes, adding
that there has to be
in place an
appropriate system
to monitor market
conduct.

In this context
and that of
detariffing, Mr.
Srinivasan stressed
the growth phase that the
intermediaries will go through. Brokers
and corporate agents, TPAs and
surveyors, will all be tested in their
technical knowledge and service levels.
While some will grow into the role of
providing expert service, others who do
not measure up will fall by the wayside
and there will be a shakeout in the
market, he predicts.

Hence, it is important that the
intermediaries’ regulations too be
carefully reviewed periodically and
possible changes made incorporating
corporate governance norms for them.

He foresees larger and larger areas
of regulation passing from the hands of
IRDA to those of self-regulatory
organisations (SROs), chiefly the
General Insurance Council, which also
has to quickly reach the form intended
for it to carry out this important
function.

It is interesting, he says, that the
TAC started out initially as an
association of insurers who voluntarily
took the tariff as binding while at the
same time the market had non-tariff
companies also. It was in the 1968-69
period after the social control measures
that the TAC became a statutory body
and the tariffs framed were binding on
all insurers.

Today, it is on the threshold of
coming a full circle and becoming a
voluntary body again, and will serve as

a data repository for the industry and
IRDA and provide technical guidance.

 Mr. Srinivasan, who has moved from
Mumbai to Hyderabad for his new role,
is still settling down in the new location.
His wife, a school teacher, will look to
continuing her work with a new school
and his young daughter is coping with
moving schools mid-year.

A reading and Yoga fanatic, he
admits he has missed out on the latter
in the past couple of years and guiltily
says he needs to get back to it!

The reading has never been
abandoned though! His recent favourite
was President Dr. A. P. J. Abdul Kalam’s
biography, Wings of Fire, which inspired
him with its lesson of how a person of
humble beginnings can reach heights
through sheer aspiration to excel and
hard work. “It is a must-read for people
of all ages as it encapsulates, in simple
words, all the wisdom so glamorously
stated in management books,” he says.

He continues to be a fan of the
management books as well as the
thrillers, though! His all time favourite
read? Peter Drucker’s entire body of
writing and, in particular, Management
Challenges for the 21st Century, the book
he wrote in 2000 in his 90th year.

“The book outlined the role India
would play in the years to come and it
has all been coming true in the last five
years,” he says happily.
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IRDA has clarified to all the insurers,
reinsurers and intermediaries that they
may issue only equity shares and not
preference shares or any hybrid
instrument against their share capital.
It has also reiterated that transfers of
shares, (including through renunciation
of rights) amounting to five percent or
above to any other entity (2.5 percent if
the other entity is a banking or an
investment company) shall be done only
with the previous approval of the
Authority.

The circular dated August 25, 2005,
addressed to insurers, the reinsurer and
all intermediaries, reads as follows:

Re : Regulatory framework on (i)
issue of shares in any form other than
equity and (ii) transfer of shares

i)  Issue of shares in forms other than
equity

We invite your attention to the
provisions of Section 6A of the Insurance
Act, 1938 which lays down the
requirements as to the capital structure
of insurance companies. The Section
provides that no public company limited
by shares shall carry on life insurance
business unless its paid up capital
consists of only ordinary shares each of
which has a single face value. Sub-
section (11) further provides that the
said section shall also apply to insurers
carrying on general insurance business.

Queries have been received from
some insurers and intermediaries
seeking clarification as to whether they
can issue preference shares or certain
other forms of hybrid instruments for
augmentation of capital.

The Authority, after due
examination, has decided that no
insurance company shall issue any form
of shares or hybrid instruments other
than equity. The approach is consistent
with the stipulation of the Authority at
the time of registration of companies
that additional requirements of capital
would be funded through injection of
equity capital at periodic intervals.

ii)  Transfer of shares
As you are aware, sub-section (4) of

Section 6A further provides that no
insurer shall register transfer of its
shares where, after the transfer, the
total paid up holding of the transferee
in the shares of the company is likely to
exceed five percent of its paid-up capital
or where the transferee is a banking or
an investment company, is likely to
exceed 2.5 percent of such paid-up
capital, unless the previous approval of
the Authority has been obtained for the
transfer.

Since the intent of the legislation is
that any change in the structure of
shareholding pattern of an insurance
company should have the explicit

Only Equity Shares, says IRDA
approval of the Authority, it is clarified
that such transfer shall also include
renunciation of the rights by the existing
shareholders. In other words, all
transfers of shares in excess of the
stipulated threshold and limits which
result in change of either the pattern of
the capital structure approved at the
time of registration or the percentage
approved by the Authority, would
require prior approval of the Authority.

Insurers are advised that non-
compliance with the requirement would
be viewed seriously.

iii) Applicability to other
intermediaries

The above stipulations are
applicable mutatis mutandis to all
intermediaries who have been granted
registration as Third Party
Administrators (TPAs) and Broking
Companies.

In case any intermediary has issued
capital in any form other than equity, or
has raised funds through any hybrid
instrument, immediate steps should be
taken to redeem such instruments under
a time bound programme, which has the
prior approval of the Authority.

Sd/-

(C. R. Muralidharan)

Member

IN THE AIR

The suspension of the licence of Direct Insuance Brokers M/s Vision

Insurance Risk Analysis Management & Brokers Private Limited)has

been revoked by IRDA. The order dated September 27, 2005 reads

as follows: Re : REVOCATION OF SUSPENSION OF DIRECT

INSURANCE BROKERS LICENCE (No 238/DB/03 of M/S Vision

Insurance Risk Analysis Management & Brokers Private Limited)

 The Authority had suspended the broking license of the above broker

on 13th July 2005 for having failed to obtain a professional indemnity

insurance policy. The broking has since obtained the PI policy from

United India Insurance Company Limited for Rs 50, 00,000/- and

submitted a copy of the same to the Authority vide their letter dated

15th July 2005. The broking company has further given an

undertaking vide their letter dated 5th September 2005 that it will

promptly comply with the requirements stipulated under

IRDA(Insurance Brokers)Regulations 2002 and also respond

immediately to the communications received from the Authority. In

view of the above, the Authority hereby revokes the suspension of

the license NO 238/04 and permits the broking company M/S

Vision Insurance Risk Analysis Management & Brokers Private

Limited) to carry on its normal activities as a direct insurance broker

with immediate effect.

 Sd/-

(PC James)

Executive Director

SUSPENSION REVOKED
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IRDA has come out with a time bound
road map for the general insurance
industry to go off the Tariff which binds
various classes of business. The circular
dated September 23, 2005 to heads of
all Non-Life insurance company chief
executives has a draft of the roadmap
for discussion and reads as follows:

Road Map for a Tariff free regime
General insurance companies and other
stake holders in the insurance market
have been voicing the demand for
removal of tariff as the existence of tariff
was considered contrary to free market
principles and insurance products need
to be priced based on market forces.  The
Authority has accordingly considered
moving to a tariff free regime in due
course.  A draft approach note is given
below for the consideration of the
insurers and the public.

MOVEMENT TO A TARIFF-FREE
REGIME

In a market free of tariffs, any
responsible insurer should have in place
the following internal capabilities,
procedures and controls.  The Authority
would like to highlight the various steps
to be taken by the Insurers to ensure
that the shift from a tariffed market to
a market where the insurers are free to
fix the rates and determine the terms
and conditions of contract is as smooth
as possible.  While this note assumes
that all lines of business would be
detariffed, it is likely that, to start with,
it may be limited to lines other than
motor in view of the sizeable share the
motor premium commands in the
overall premium collected by Insurers
and the large number of policyholders
involved in this line of business.
Whether the motor premium is
detariffed or not it would be necessary
to put in place sufficient safeguards to
ensure that all vehicles get insurance
cover at reasonable rates as motor tariff
would be impacted in either scenario.

UNDERWRITING
The function of underwriting and rating
of insurance business should be
independent of the business
development function and not be made

subservient to the business
development function.

For operating convenience, every insurer
will require to have an internal guide
tariff for the smaller valued risks and
the simple risks.  Staff with authority
to accept business will be trained to
evaluate proposals and underwrite and
rate risks as per the guide tariff. Risks
not covered by the guide tariff must be
referred to nominated underwriters
stationed at higher offices of the insurer.
These underwriters will be specially
trained in evaluating risks, securing
required inspection reports or risk
evaluation reports and underwriting and
rating of the risks and determining the
terms and conditions of cover.

The nominated underwriters with
authority to accept or decline risks and
to quote rates and terms will not report
to any officer with business development
responsibility but will only report to a
senior level officer whose work and
performance will be assessed on the
basis of the results of the business
underwritten.

There will be a core team of well
qualified underwriters who will do an
internal audit of the underwriting
efficiency of the nominated underwriters.
Where a nominated underwriter is found
wanting in skills, he will be further
trained. Where he is found to be careless
or lacking diligence, his authority will
be withdrawn.

The insurer will have a risk inspection
team within the organisation or may use
the services of outside experts for risks
evaluation.  These persons will be totally

independent of the business
development staff and will only report
to the head of the underwriting function.

All management reward schemes must
be profit based.

RATING SUPPORT

The Appointed Actuary, in association
with experienced senior underwriters of
the insurer, will be responsible to list
out the rating factors to be looked at for
every sub class of business and every
type of risk.  He will also be responsible
to draw up the internal guide tariff and
for its periodic review.

Having identified the risk factors, the
Appointed Actuary should ensure that
all required data on the rating factors is
captured in respect of every insurance
underwritten by the insurer and in
respect of every claim.   He should work
with the IT Department Staff to design
the system for collection and
compilation and analysis of data on
premium and claims by the several risk
factors.  Such analysis should lead to a
periodic review of the internal guide
tariff and also serve as the technical
input to nominated underwriters.

The Claims manger should be required
to bring to the notice of the underwriting
staff, any information of importance to
underwriting of risks.  Similarly, reports
produced by the Loss Prevention
Association of India should be studied
by the underwriting staff and their
underwriting policy should take note of
any relevant information form such
reports.

POLICY TERMS AND
CONDITIONS

To begin with, all insurers will start
with the policy terms and conditions
as per existing tariffs.  However, an
insurer may review the terms and
conditions and make changes therein
for use after they are approved by
IRDA.  The IRDA will look at the
changes from the point of view of the
simplification of the language of the
cover, underwriting prudence and
technical soundness of the changes.

IRDA Proposes Time Bound Detariffing

IN THE AIR

The insurer will have a risk
inspection team within the

organisation or may use the
services of outside experts

for risks evaluation.
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Risks which are rated on the basis of
international market terms may
continue to the governed by terms and
conditions acceptable to the reinsurance
markets of repute.

CORPORATE GOVERNANCE

Every report of the CEO to the Board of
Directors on the business development
must also comment on the emerging
claims experience of the business and
adequacy of the current underwriting
and rating levels.  Such reporting should
be done at least once every half year.

Each insurer should have a Compliance
Officer who will ensure that the system
functions as it is expected to.

TARIFF ADVISORY COMMITTEE

With the abolition of tariffs, the role of
the Tariff Advisory Committee will
undergo a change.  It can perform the
following useful functions:

1. Collection of data on premiums and
claims, analysis of such data and
dissemination of the results to the
insurers;

2. Report to IRDA on the
underwriting health of the market
and any aberrations in market
behaviors;

3. Constitution of Expert Groups at
the request of the General
Insurance Council, to look into
underwriting issues and
recommend necessary action;

4. Organise training to underwriters
at the market level; and

5. Attend to public grievances on non
– availability of insurance and try
to resolve the issues by discussion
with insurers.

TIME SCHEDULE FOR
IMPLEMENTATION

In order to prevent disruption of
the smooth functioning of the market
after removal of tariffs, all necessary
actions should be taken in a time
bound manner with target completion
dates as follows:

Date of discontinuation of
tariffs: 31st December, 2006

UNDERWRITING FUNCTION

1. Insurer to decide on the underwriting
set up within its organisation:
01 Dec 05

2. Insurer to decide on the classes of
risks to be governed by internal
tariffs and the classes that will be
underwritten individually: 01 Dec
2005.

3. Preparation of interim internal
tariffs based on available
underwriting information within the
company: 31st March, 2006.

4. Training of underwriting staff: 01st

August, 2006.
5. Training of nominated underwriters:

01st October, 2006.
6. Set up the underwriting audit

procedures, identify the auditors and
train them: 01st November, 2006.

7. Set up the risk inspection machinery
and train the inspectors: 01st Aug,
2006.

RATING SUPPORT

1. Identify the rating factors for every
sub-class of business: 1st Dec, 2005.

2. Modify the input screens of the
company’s IT system to capture
information on all rating factors in
respect of premium and claims: 31st

Dec, 2005.
3. Write and test the necessary

programme for compilation and
analysis of the captured data: 01st

April 2006.
4. Commence data capture and

analysis from: 01st April 2006.
5. Prepare first edition of guide tariffs

based on analysis of compiled data,

to the extent possible, for every sub-
class of business: 01st Nov, 2006.

6. Prepare guidance notes on
underwriting for nominated
underwriters for risks that will be
individually rated: 01st June 2006.

POLICY TERMS & CONDITIONS

1. Review current tariff policy terms
and conditions and recommend
changes therein: 01st May 2006.

2. Adopt new policy terms and
conditions after approval by IRDA:
from the date of detariffing to be
announced.

3. Train underwriting and claims staff
in the use of the new wordings: 31st

Oct, 2006.

CORPORATE GOVERNANCE

1. Prepare a detailed document of all
activities related to the move over to
a tariff free regime for submission
to the Board: 01st December, 2005.

2. Secure guidance and approval of the
Board to the proposed activities: 01st

Jan, 2006.
3. Prepare the outline of the periodic

report to the Board on the
underwriting performance of the
insurer: 01st April, 2006.

4. Set up the system to compile
information for the purpose of the
report referred to in 3 above: 01st

June 2006.

All Insurers are hereby advised to
implement the guidelines given above
and comply with the milestones
indicated.  The Authority will monitor
the response of the insurers to the
guidelines in order to finally decide the
date for moving to detariff regime. The
Authority also welcomes feedback on
the above in order to have a smooth
transition from a tariff to a non-tariff
regime.

Sd/-
(C.S. Rao)
Chairman

IN THE AIR

In order to prevent
disruption of the smooth

functioning of the market
after removal of tariffs, all

necessary actions should be
taken in a time
bound manner.
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END USER

As the Chinese adage puts it so aptly,
‘Gather ye rosebuds while ye may’. The
life insurance needs of a person crop up
as soon as one enters life itself. However,
various factors convince individuals
against opting for life insurance
products.

The marketing of life insurance is
always a matter of top priority at all
levels. Over and above the recent
concepts of globalisation, competition
and innovation, the fundamentals of
marketing concepts, such as keeping the
policyholder well informed and making
transparent disclosures, will never fade
out.

In markets like India, people often
consider insurance a waste, as one is
over-sure of never requiring it. Against
this backdrop, a savings element, which
is made a part of the insurance premium
in respect of endowment type of
products, encourages people to view
insurance products as savings together
with protection.

As interest rates dwindle, insurers
have to look towards shifting the
investment risks on to the policyholders
by adopting investment-linked
products, from the traditionally
guaranteed long-term policies with
prefixed premium rates.

On the other hand, customers of
insurers are also looking towards the
market-linked returns on every bit of
their investment. Unit-linked insurance
products (ULIPs) allow customers to
enjoy market-linked returns together
with the option of having an insurance
element based on their risk bearing
capacity. It is the best option for the
insurer to retain customers when
interest rates look southward.

Need for education on ULIPs
By means of product design, the

embedded characteristics of these

products are transparency, flexibility,
segregation of charges with the saving
element and market-linked returns with
a hedge against inflation. However, in a
budding insurance market like India
where the life insurance industry has
stuck with conventional products and
where awareness of the capital market
is abysmally low in the retail segment,
the concept itself requires customer
education before being introduced in the
market.

Education in this context, as in any
other, is a continuous process.

Policyholders have a right to all
information pertaining to the policies
they propose to take. This may be
analysed in two parts – presale
education and postsale education.

Presale education
Since the product  design is

different from that of a conventional
product where the sum assured may
be based on the underlying fund
value,  the fol lowing are to  be
expl ic it ly  spelt  out  to  the
policyholder:

Functioning of the products

The manner in which these products
work, how they are different from the
traditional/conventional life products
and how the returns under these
products are linked to the performance
of the underlying capital markets have
to be explained. For instance, a friend of
mine once sought a clarification – when
a life insurance company launched a unit
linked plan, whether  it was coming out
with a public issue at Rs. 10!

Sum Assured

As against traditional products,
where a policyholder can see the sum
assured and claim it as well, in ULIPs,
the life assured cannot see the sum
assured. It is quite often linked to the
premiums paid or the underlying policy
fund value. The statement of accounts
received by the policyholders offer
information on the number of units and
its underlying policy fund value. In quite
a few products, the sum assured even
affects exercising certain options like
partial withdrawals. This is the area
where the prospect is expected to know
what exactly the sum assured is under
the policy and how this is subject to
various factors.

Charges

In conventional life insurance
products, the charges are embedded in
the policy features and are not shown
separately. In ULIPs, the charges are
segregated and thus made known to the
policyholder, so that overcharging
cannot be hidden.

Other options

One of the characteristic features of
these products is said to be flexibility.
The following are some of the key points:

� Availability of various investment
fund options that suit the risk
appetite

Where Education is Critical
While ULIPs offer the best of both worlds – high returns and stable investment – policyholders must be made fully

aware of its working, observes D. V. S. Ramesh while also spelling out how this can be achieved.

– Informing the customer is key for the success of ULIPs

The marketing of life
insurance is always a matter

of top priority at all levels.
Over and above the recent
concepts of globalisation,

competition and innovation,
the fundamentals of

marketing concepts, such as
keeping the policyholder well

informed and making
transparent disclosures, will

never fade out.
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� Flexibility of premium payment
options

� Availability of liquidity features like
partial/full withdrawals

� Room for additional premiums called
top-ups

� Switching of investment funds from
one fund to the others

� Premium redirection offers

� Status of policies due to non-
payment of premiums, lapsing and
its revival

� Maturity options

� Terminology and nomenclature of
terms, charges and procedure
regarding the appropriation of
charges.

Post-sale education
Avoiding a possible mis-sale

Under the provisions of the IRDA
(Protection of Policyholders’ Interest)
Regulations, 2002, policyholder are
entitled to the refund of premiums if they
feel that the policy offered is not
according to their choice. This is to be
done within 15 days. This particularly
suits ULIP policyholders in India. One
of the solutions to avoid a mis-sale is for
the insurers to bring the factors
influencing the ULIP specifically to the
notice of the policyholders at the time of
despatching the policy bond.

Re-design the policy bond

Providing the requisite information
in a precise manner is one way of
educating the policyholders. The policy
bond is such a document that neither
it entices the policyholders to read it
nor can they understand the intricate
terminology of these contracts. Re-
design the policy bond in such a way as
to draw the attention of the
policyholders to the main factors, such
as the funds offered, the terms of the
contract and charges. Place all the
charges and their appropriations in a
tabular form at a single place.

Switching option

Switching amongst the available
funds of the ULIP is one of its unique
features. Unlike conventional policies,
ULIPs allow policyholders to intervene
at different points of time to transfer the
funds either partially or fully from one
fund account to the other.

In most ULIPs, the policy features
generally offer more than one fund for
the policyholder to choose from. This
option is a special purpose tool that
facilitates the policyholders in changing
the investment portfolio based on their
risk appetite and life stage.

It will be prudent for the insurance
advisors to not advise their policyholders
to switch without specifically explaining
its implications. In some markets, the

regulators lay down certain guidelines
for advisors. The policyholders are to be
double cautious while exercising the
switching option. The insurer should
educate the policyholders on the pros and
cons of this feature on a continuous basis.

Think long-term

As in all capital market-linked
investments, the money in ULIPs needs
sufficient time to grow. This is especially
so in cases where higher upfront charges
swallow a considerable share of the first
few years’ premium. The duration of
investment horizon will have a
significant effect on the final returns.
With the investment fund options
including a higher portion of
investments in equity, policyholders

need to be informed about the
requirements of longer durations to
enable the funds to grow, accumulate
and generate reasonable and higher
rates of returns.

Benefits of rupee cost averaging

The regular premium plans of life
insurance premiums enable investors
to benefit from the advantages of rupee
cost averaging. The contractual
obligation of the policyholders to pay
continuously in regular intervals
effectively reduces the volatility risks
related with capital markets. This
factor, if the policyholders are aware of,
will significantly nullify the option of
the risk cover being allowed to continue
even in case of non-payment of the
premiums by appropriation of relevant
mortality costs from the available
policy funds. This awareness may
reduce the policy lapse under these
types of plans. This further will not lead
to too many surrenders in the early
years though policy provisions allow
such options.

Working of equity returns

Policyholders should be aware that
the returns under equity-linked
investments outperform any other type
of investments.

Investment does not translate into
experience

Quite often, the investors may
decide to invest in the stock market
directly once they are exposed to such
similar products. Let the policyholders
be aware that investing in the stock
markets directly needs dedication,
study and analysis of the market and
the possibility of their being carried
away by market rumours. A less risky
way will be to continue to rely on the
professional fund management of the
life insurers. The policyholders should
be aware that by this means, the
monies invested by them are diversified
across various sectors of the markets.
Thus, the risk is equally diversified.

Educating the stakeholders is part
of business ethics. With innovative

END USER

By means of product design,
the embedded characteristics
of ULIPs are transparency,
flexibility, segregation of
charges with the saving

element and market-linked
returns with a hedge against

inflation.
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END USER

conceptual products breaking into the
markets and with the introduction of
alternative channels in the life
insurance sector, the customers now
have a more mechanical approach where
they may be missing a personal,
thorough and extensive personal finance
review by their life insurance advisors.
Hence, the role of life insurers is
paramount in educating the holders of
these policies.

Policyholders invariably have a set
of frequently asked questions (FAQs) on
the available products and services. It
may be appropriate for the life insurers
to place the replies to these FAQs in
various communications,
advertisements and web portals ( See
list below.)

Educating the real stakeholders is
one of the paramount duties of every
agency, be it the government or the
regulator. The agencies that are still
striving to educate the public on various
related matters are:

� The Investor Education and
Protection Fund established by the
Central Government in exercise of
the powers conferred by clauses (a)
and (b) of sub-section (1) of Section

642 of the Companies Act, 1956 read
with sub-section (3) of section 205 C
of the Act vide Investor Education and
Protection Fund (Awareness and
Protection of Investors) Rules, 2001.

� RBI educates the depositors on
various matters like holding the
deposits under ‘either or survivor’
mode, exercising the ‘nominations’

for hassle free settlement of deposits
and creating awareness on
‘Grievance redressal forums’
available in the print media at
periodic intervals.

� In order to protect investor interests
in the securities market, SEBI has
launched the Securities Market
Awareness Campaign, under which
SEBI has made available educative

materials in various regional
languages in addition to other
measures.

� As per Section 38 of PFRDA
Ordinance, 2004, PFRDA shall
establish a fund for educating and
protecting the subscribers of the
pension fund.

With the entry of private players and
the consequential introduction of novel
products, there is a need to educate the
main stakeholders of the insurance
industry as to the latent and intricate
aspects of capital market-linked life
insurance products.  It is rare for the
policyholders to have a close and clear
study while choosing the products.
Already, in shouldering the
responsibilities of developing the
nascent insurance industry, IRDA is
spearheading a public awareness
campaign at various fronts, both in the
print and audio-visual media. It may be
relevant to specifically focus on ULIPs
at periodical intervals, inculcating
greater awareness in the public.

The author is Assistant Director, IRDA.
The views expressed here are his own.

1. What is a life insurance policy?

2. Is it unit linked life insurance policy?

3. What is ULIP?

4. How shall I pay the premiums?

5. How does it differ from the traditional products?

6. Are there ULIPs with interest/bonus guarantees?

7. Is the risk coverage extended? To what amount?

8. Does it vary with time or is it constant? Is this sum assured
guaranteed?

9. Is it covered with any charge?

10. Does it vary based on age or is it constant throughout
the term?

11. Will the amount be managed free of cost?

12. What are all the charges?

13. How to remit my charges? How do I know about my
charges?

14. Are the charges constant or variable? If variable, how
do I know?

15. What if I disagree if it varies towards a higher side?

16. Am I fit for opting for this ULIP?

17. Is it the appropriate time to enter the ULIP?

18. How do the switches help me?

19. Can I alter the ULIP product to other conventional
products based on my life requirements?

20. Do the ULIPs have any exclusions?

21. Who will redress my grievances?

22. Can I revive the ULIP after a lapse?

23. Can I surrender the policy like any other life insurance
policy? How will my liquid requirements be met under
these types of policies?

24. Can I have a rider attached to the policy? If so, will the
premium be inclusive or exclusive of this?

25. May I pay more than what I have to pay under this
contract?

26. What is NAV? How it is calculated?

27. What is Unit?

28. Who will manage my monies? How do I know where my
monies are?

29. How do I know the available units and their value in my
policy account?

30. Who will advice me on switches? How shall I know the
timing of the switch?

31. Who will be supervising your company?

32. What are the disclosures?

33. Are any guarantees offered?

34. Why shall I not invest directly in stock markets?

35. Shall I have an illustration? How did the company
determine the rates in this illustration?

FAQs

It will be prudent for the
insurance advisors to not

advise their policyholders to
switch without specifically
explaining its implications.
The insurer should educate



irda  Journal, October 2005 Journal, October 2005 Journal, October 2005 Journal, October 2005 Journal, October 200512

Re
po

rt 
Ca

rd
:L

IF
E

2
7
%

 G
ro

w
th

 u
p
 t

o
 A

u
g
u
st

STATISTICS - LIFE INSURANCE

Fi
rs

t Y
ea

r P
re

m
iu

m
 U

nd
er

wr
itt

en
 b

y L
ife

 In
su

re
rs

 fo
r t

he
 P

er
io

d 
En

de
d 

Au
gu

st,
 2

00
5

Sl
Pa

rti
cu

la
rs

Pr
em

iu
m

No
. o

f P
oli

cie
s /

 S
ch

em
es

No
. o

f l
ive

s c
ov

er
ed

 u
nd

er
 G

ro
up

 S
ch

em
es

No
.

Au
g,

05
Up

to
 A

ug
,0

5
Up

to
 A

ug
,0

4
Gr

ow
th

Ma
rk

et 
Sh

ar
e

Au
g,

05
Up

to
 A

ug
,0

5
Up

to
 A

ug
,0

4
Gr

ow
th

Ma
rk

et 
Sh

ar
e

Au
g,

05
Up

to
 A

ug
,0

5
Up

to
 A

ug
, 0

4
Gr

ow
th

Ma
rk

et 
Sh

ar
e

1
Ba

jaj
 Al

lia
nz

15
,6

50
.4

4
42

,9
16

.4
4

14
,3

95
.7

3
19

8.
12

4.
75

46
,5

76
1,

48
,2

90
70

,2
37

11
1.

13
1.

68
10

,6
97

71
,3

29
52

,2
08

36
.6

2
2.

13
Ind

ivi
du

al 
Sin

gle
 Pr

em
ium

6,
82

0.
57

15
,6

94
.3

7
5,

03
5.

22
7,

47
7

18
,7

77
5,

65
7

Ind
ivi

du
al 

No
n-

Sin
gle

 Pr
em

ium
8,

61
2.

74
26

,2
61

.0
2

9,
25

9.
88

39
,0

52
1,

29
,4

07
64

,5
49

Gr
ou

p S
ing

le 
Pre

mi
um

Gro
up

 No
n-

Sin
gle

 Pr
em

ium
2,

17
.1

2
96

1.
04

10
0.

63
47

10
6

31
10

,6
97

71
,3

29
52

,2
08

2
IN

G 
Vy

sy
a

1,
42

0.
17

4,
91

0.
19

2,
60

6.
27

88
.4

0
0.

54
9,

38
2

29
,1

67
34

,9
28

-1
6.

49
0.

33
2,

25
5

10
,4

77
5,

89
8

77
.6

4
0.

31
Ind

ivi
du

al 
Sin

gle
 Pr

em
ium

2.
38

32
.5

1
34

9
4,

78
1

Ind
ivi

du
al 

No
n-

Sin
gle

 Pr
em

ium
1,

26
9.

49
4,

39
0.

06
2,

43
2.

79
9,

37
6

28
,7

89
30

,1
41

Gr
ou

p S
ing

le 
Pre

mi
um

10
1.

66
37

5.
62

12
1.

14
1

26
3

1,
02

6
25

5
Gro

up
 No

n-
Sin

gle
 Pr

em
ium

49
.0

2
14

2.
14

19
.8

3
6

29
5

1,
99

2
9,

45
1

5,
64

3
3

AM
P 

Sa
nm

ar
1,

25
0.

02
4,

12
9.

54
1,

82
3.

25
12

6.
49

0.
46

5,
86

5
20

,8
96

12
,3

21
69

.6
0

0.
24

7,
09

8
37

,3
11

21
,3

05
75

.1
3

1.
12

Ind
ivi

du
al 

Sin
gle

 Pr
em

ium
91

4.
87

2,
70

3.
05

84
8.

12
1,

40
3

4,
40

3
1,

78
5

Ind
ivi

du
al 

No
n-

Sin
gle

 Pr
em

ium
29

4.
00

1,
12

1.
51

85
1.

89
4,

45
3

16
,4

52
10

,5
07

Gr
ou

p S
ing

le 
Pre

mi
um

14
.6

4
60

.6
9

30
.5

4
1

19
0

Gro
up

 No
n-

Sin
gle

 Pr
em

ium
26

.5
0

24
4.

29
92

.7
0

9
41

28
7,

09
8

37
,3

11
21

,1
15

4
SB

I L
ife

3,
64

8.
87

13
,2

15
.6

3
12

,7
68

.2
1

3.
50

1.
46

16
,5

32
59

,3
10

34
,1

28
73

.7
9

0.
67

1,
04

,7
03

2,
80

,6
71

2,
64

,8
83

5.
96

8.
39

Ind
ivi

du
al 

Sin
gle

 Pr
em

ium
37

3.
30

1,
59

5.
41

2,
64

1.
90

63
6

2,
41

5
1,

48
3

Ind
ivi

du
al 

No
n-

Sin
gle

 Pr
em

ium
1,

08
6.

92
3,

90
1.

24
1,

99
4.

24
15

,7
21

56
,2

73
31

,6
41

Gr
ou

p S
ing

le 
Pre

mi
um

1,
64

4.
53

6,
42

9.
52

5,
84

3.
29

2
3

10
,3

73
87

,4
22

64
,7

13
Gro

up
 No

n-
Sin

gle
 Pr

em
ium

54
4.

12
1,

28
9.

46
2,

28
8.

78
17

5
62

0
1,

00
1

94
,3

30
1,

93
,2

49
2,

00
,1

70
5

Ta
ta

 A
IG

3,
60

4.
73

15
,0

51
.0

7
9,

15
0.

07
64

.4
9

1.
66

27
,7

60
1,

10
,3

37
79

,6
73

38
.4

9
1.

25
37

,6
60

2,
87

,2
17

1,
29

,9
27

12
1.

06
8.

59
Ind

ivi
du

al 
Sin

gle
 Pr

em
ium

73
.2

6
18

0.
85

Ind
ivi

du
al 

No
n-

Sin
gle

 Pr
em

ium
3,

19
8.

38
13

,3
02

.7
7

7,
16

8.
45

27
,7

34
1,

10
,2

05
79

,5
65

Gr
ou

p S
ing

le 
Pre

mi
um

24
2.

62
69

3.
06

25
1.

46
13

,9
64

60
,4

82
38

,0
25

Gro
up

 No
n-

Sin
gle

 Pr
em

ium
90

.4
7

87
4.

39
1,

73
0.

15
26

13
2

10
8

23
,6

96
2,

26
,7

35
91

,9
02

6
HD

FC
 S

ta
nd

ar
d

7,
07

8.
61

26
,9

85
.0

6
9,

67
1.

52
17

9.
02

2.
98

28
,3

24
1,

02
,6

26
59

,2
13

73
.3

2
1.

16
6,

24
6

51
,1

11
57

,3
63

-1
0.

90
1.

53
Ind

ivi
du

al 
Sin

gle
 Pr

em
ium

84
4.

96
4,

05
7.

83
2,

84
8.

85
7,

66
7

22
,8

95
6,

22
2



irda  Journal, October 2005 Journal, October 2005 Journal, October 2005 Journal, October 2005 Journal, October 2005 13

STATISTICS - LIFE INSURANCE

N
ot

e:
 C

u
m

u
la

ti
ve

 p
re

m
iu

m
 u

pt
o 

th
e 

m
on

th
 is

 n
et

 o
f c

an
ce

ll
at

io
n

s 
w

h
ic

h
 m

ay
 o

cc
u

r 
du

ri
n

g 
th

e 
fr

ee
 lo

ok
 p

er
io

d.

Ind
ivi

du
al 

No
n-

Sin
gle

 Pr
em

ium
5,

71
2.

40
19

,8
01

.7
7

6,
38

5.
36

20
,6

46
79

,6
70

52
,9

24
Gro

up
 Si

ng
le 

Pre
mi

um
44

9.
39

1,
76

8.
89

27
2.

09
9

47
61

6,
17

0
43

,0
05

49
,3

27
Gro

up
 No

n-
Sin

gle
 Pr

em
ium

71
.8

6
1,

35
6.

57
16

5.
22

2
14

6
76

8,
10

6
8,

03
6

7
IC

IC
I P

ru
de

nt
ia

l
16

,0
29

.9
8

62
,4

65
.4

8
39

,9
77

.5
5

56
.2

5
6.

91
59

,7
73

2,
16

,5
81

1,
81

,6
35

19
.2

4
2.

45
25

,2
05

1,
26

,3
14

31
,9

65
29

5.
16

3.
78

Ind
ivi

du
al 

Sin
gle

 Pr
em

ium
58

9.
27

2,
34

3.
53

6,
53

6.
80

6,
14

7
7,

49
4

4,
11

5
Ind

ivi
du

al 
No

n-
Sin

gle
 Pr

em
ium

14
,5

63
.5

3
52

,7
78

.4
1

29
,6

26
.0

1
53

,6
13

2,
08

,9
89

1,
77

,4
71

Gr
ou

p S
ing

le 
Pre

mi
um

82
.0

8
17

1.
02

14
.9

6
8

46
6

19
,8

44
96

,2
73

1,
10

1
Gro

up
 No

n-
Sin

gle
 Pr

em
ium

79
5.

10
7,

17
2.

52
3,

79
9.

78
5

52
43

5,
36

1
30

,0
41

30
,8

64
8

Bi
rla

 Su
nl

ife
4,

32
4.

09
15

,5
45

.4
7

18
,1

50
.6

0
-1

4.
35

1.
72

19
,8

03
65

,8
70

48
,0

22
37

.1
7

0.
74

59
9

6,
57

5
19

,3
35

-6
5.

99
0.

20
Ind

ivi
du

al 
Sin

gle
 Pr

em
ium

10
3.

85
43

5.
47

54
1.

85
3,

31
2

17
,6

07
9,

61
2

Ind
ivi

du
al 

No
n-

Sin
gle

 Pr
em

ium
4,

10
6.

42
14

,3
34

.8
2

13
,8

64
.3

7
16

,4
89

48
,2

46
38

,3
78

Gr
ou

p S
ing

le 
Pre

mi
um

63
.6

0
21

7.
03

17
7.

19
49

9
1,

99
3

1,
44

6
Gro

up
 No

n-
Sin

gle
 Pr

em
ium

50
.2

2
55

8.
16

3,
56

7.
18

2
17

32
10

0
4,

58
2

17
,8

89
9

Av
iva

2,
51

0.
26

9,
74

0.
00

5,
62

3.
20

73
.2

1
1.

08
9,

14
0

36
,0

79
29

,5
21

22
.2

1
0.

41
17

,9
61

74
,9

08
49

,0
47

52
.7

3
2.

24
Ind

ivi
du

al 
Sin

gle
 Pr

em
ium

82
.6

1
14

5.
21

14
8.

79
32

0
97

3
18

0
Ind

ivi
du

al 
No

n-
Sin

gle
 Pr

em
ium

2,
40

2.
31

9,
42

3.
96

5,
37

2.
65

8,
81

9
35

,1
02

29
,3

26
Gr

ou
p S

ing
le 

Pre
mi

um
11

.1
9

57
.5

8
6.

38
1

61
36

9
66

Gro
up

 No
n-

Sin
gle

 Pr
em

ium
14

.1
6

11
3.

25
95

.3
8

1
4

14
17

,9
00

74
,5

39
48

,9
81

10
Ko

ta
k 

Ma
hi

nd
ra

 O
ld

 M
ut

ua
l

1,
86

7.
08

6,
38

3.
09

3,
62

6.
48

76
.0

1
0.

71
7,

25
0

25
,0

78
16

,2
25

54
.5

6
0.

28
4,

91
9

27
,6

26
35

,0
09

-2
1.

09
0.

83
Ind

ivi
du

al 
Sin

gle
 Pr

em
ium

29
3.

84
58

7.
44

70
7.

27
29

9
89

4
47

0
Ind

ivi
du

al 
No

n-
Sin

gle
 Pr

em
ium

1,
51

5.
93

5,
50

2.
93

2,
31

3.
86

6,
94

1
24

,1
63

15
,7

40
Gr

ou
p S

ing
le 

Pre
mi

um
22

.8
8

46
.1

7
1

1
1,

59
7

3,
08

8
Gro

up
 No

n-
Sin

gle
 Pr

em
ium

34
.4

3
24

6.
54

60
5.

35
9

20
15

3,
32

2
24

,5
38

35
,0

09
11

Ma
x N

ew
 Yo

rk
2,

87
6.

70
11

,5
40

.4
8

6,
35

6.
25

81
.5

6
1.

28
37

,3
32

1,
23

,7
75

65
,5

05
88

.9
6

1.
40

3,
50

5
22

,6
81

34
,8

69
-3

4.
95

0.
68

Ind
ivi

du
al 

Sin
gle

 Pr
em

ium
6.

91
63

.6
0

10
8.

08
11

84
10

5
Ind

ivi
du

al 
No

n-
Sin

gle
 Pr

em
ium

2,
86

8.
16

11
,4

18
.8

8
6,

18
5.

48
37

,3
18

1,
23

,6
62

65
,3

64
Gr

ou
p S

ing
le 

Pre
mi

um
0.

00
Gro

up
 No

n-
Sin

gle
 Pr

em
ium

1.
63

58
.0

0
62

.6
9

3
29

36
3,

50
5

22
,6

81
34

,8
69

12
Me

t L
ife

88
7.

76
3,

32
5.

61
1,

52
2.

84
11

8.
38

0.
37

7,
29

6
27

,8
67

10
,4

89
16

5.
68

0.
32

37
,3

15
95

,3
07

84
,5

01
12

.7
9

2.
85

Ind
ivi

du
al 

Sin
gle

 Pr
em

ium
47

.9
7

19
7.

62
51

.6
2

96
37

9
12

3
Ind

ivi
du

al 
No

n-
Sin

gle
 Pr

em
ium

76
2.

21
2,

89
9.

61
1,

14
7.

84
7,

17
5

27
,4

05
10

,3
27

Gr
ou

p S
ing

le 
Pre

mi
um

0.
00

Gro
up

 No
n-

Sin
gle

 Pr
em

ium
77

.5
8

22
8.

38
32

3.
38

25
83

39
37

,3
15

95
,3

07
84

,5
01

13
Sa

ha
ra

 L
ife

68
.4

4
26

2.
63

0.
03

1,
95

2
10

,8
03

0.
12

20
0

0.
01

Ind
ivi

du
al 

Sin
gle

 Pr
em

ium
18

.9
5

18
.9

5
56

56
Ind

ivi
du

al 
No

n-
Sin

gle
 Pr

em
ium

49
.4

9
24

3.
48

1,
89

6
10

,7
44

Gr
ou

p S
ing

le 
Pre

mi
um

0.
00

0.
20

3
20

0
Gro

up
 No

n-
Sin

gle
 Pr

em
ium

0.
00

Pr
iva

te 
To

ta
l

61
,2

17
.1

4
2,

16
,4

70
.6

8
1,

25
,6

71
.9

7
72

.2
5

23
.9

3
2,

76
,9

85
9,

76
,6

79
6,

41
,8

97
52

.1
6

11
.0

4
2,

58
,1

63
10

,9
1,

72
7

7,
86

,3
10

38
.8

4
32

.6
4

14
LI

C
1,

90
,9

87
.6

3
6,

87
,9

59
.7

1
5,

84
,4

71
.0

9
17

.7
1

76
.0

7
23

,7
7,

46
3

78
,6

7,
75

6
70

,2
3,

18
6

12
.0

3
88

.9
6

7,
37

,7
21

22
,5

2,
64

8
17

,9
9,

44
1

25
.1

9
67

.3
6

Ind
ivi

du
al 

Sin
gle

 Pr
em

ium
7,

82
21

.0
9

2,
43

,8
09

.2
1

98
,9

99
.5

9
2,

10
,0

11
6,

98
,6

16
2,

38
,8

53
Ind

ivi
du

al 
No

n-
Sin

gle
 Pr

em
ium

83
,9

50
.4

6
3,

36
,0

58
.4

9
3,

52
,2

87
.6

4
21

,6
5,

86
5

71
,6

3,
47

8
67

,7
9,

42
5

Gr
ou

p S
ing

le 
Pre

mi
um

2,
88

16
.0

8
1,

08
,0

92
.0

1
1,

33
,1

83
.8

6
1,

58
7

5,
66

2
4,

90
8

7,
37

,7
21

22
,5

2,
64

8
17

,9
9,

44
1

Gro
up

 No
n-

Sin
gle

 Pr
em

ium

Gr
an

d 
To

ta
l

2,
52

,2
04

.7
7

9,
04

,4
30

.3
9

7,
10

,1
43

.0
6

27
.3

6
10

0.
00

2,
65

,4
44

8
88

,4
4,

43
5

76
,6

5,
08

3
15

.3
9

10
0.

00
9,

95
,8

84
33

,4
4,

37
5

25
,8

5,
75

1
29

.3
4

10
0.

00

No
te:

 Cu
mu

lat
ive

 pr
em

ium
 up

to 
the

 m
on

th 
is n

et 
of 

ca
nc

ell
ati

on
s w

hic
h m

ay
 oc

cu
r d

uri
ng

 th
e f

ree
 lo

ok
 pe

rio
d.



irda  Journal, October 2005 Journal, October 2005 Journal, October 2005 Journal, October 2005 Journal, October 200514

ISSUE FOCUS

Underwriting is a quintessential
insurance skill, and can be termed an
insurer’s core competence. In a world
that is increasingly governed by
uncertainties and vulnerabilities, the
underwriting capabilities of the
individual and the organisation need to
be forward looking, dynamic and
innovative. Everyone, therefore, agrees
that underwriting has to move from
being a rule-based task to a risk-based
skill.

In a tariff-based underwriting regime,
the pristine underwriting skills tend to
atrophy and this would be an important
reason to move on from rigid tariffs to
flexible, value-based underwriting.

The skills of underwriting are
compatible with all the known
characteristics of the industry. Thus,
insurance is commonly perceived as sold
and not bought, and therefore the push
factor predominates, especially in new
business procurement.

Typically, an insurer will look with
wariness at a new prospect voluntarily
and energetically trying to buy a cover
direct from an insurer. It is well known
that such pull factor is clearly
manifested at a time that insurers
would term as ‘apprehensive period’.

The traditional values of
intermediation and the push factor can
be invaluable to a good underwriter,
including the personal knowledge of the
risk by the intermediary, reduction of
moral hazard due to the insurance being
sold, a more authentic filling of the
proposal form guided by a trained
intermediary, and the availability of the
intermediary to clarify grey areas,
inspect the risk if required and so on.

Therefore, if the apparent dissonance
and discordance perceived between
underwriting and marketing can be

The Insurance Kingpin
– How underwriters uphold the interests of all stakeholders

converted into a powerful synergy, the
spread of insurance can be catapulted
to higher levels of growth than seen
today in general insurance.

Underwriting as a marketing tool
Sound underwriting is also good

marketing. Marketing is ultimately
about attracting the customer by
creating and offering value to him.

Underwriting typically endeavours
to fashion offered risks into better – and
therefore insurable – risks, and to

transfer the risks so as to recoup
unforeseen losses. It assists the insured
to grasp the potential threats contained
in a risk, minimise hazards and improve
safety features so as to reduce downtime
and costs.

Therefore, a good underwriter turns
out to be one who is close to the customer
and a top marketer for the insurer by
attracting clients through capability in
unravelling and understanding risks
and ensuring betterment in a
transparent and intelligible manner.

Ideal underwriting tends not only to
improve the insurability of the risk and
reduce its risk features, but also
endeavours to modify and improve the
risk inducing behaviour of the insured.
Good underwriting can thus free the
mind of an entrepreneur or organisation

to focus on its competence in the area of
business risks and transfer non-
business risks to the insurer.

An experienced underwriter will
slowly begin to ‘own’ customers merely
by being true to competencies in
underwriting.

A consumer friendly activity
Underwriting is often pictured as an

activity that merely betters the bottom
line of the insurer and therefore acts
against the insured. Nothing can be
further from the truth.

Good underwriting in its essence
offers true protection, and helps the
insured in all aspects of risk
management. It helps to determine the
level of self-insurance, the
implementation of loss minimising
steps, the amount of risk transfer, and
the levels of sum insured, the
deductibles, warranties and conditions
that are acceptable and so on.

Thus, good underwriting can attract
enormous customer goodwill. This
builds for the insurer a high level of
sustainability and reputation.

Good underwriting opens up and
educates customers on the many
aspects of understanding risk
protection and assists them in all areas
of risk improvement. This has manifold
spin-offs which are likely to increase,
as one can visualise a future where
managing an increasing risk milieu will
be the key to survival and
sustainability.

Ongoing progress and development
will throw up more and more risks for
individuals and organisations, and
hitherto unseen vulnerabilities will get
more starkly exposed.

Underwriters, thus, will
increasingly be valued as specialists in

Underwriting means a whole range of job functions, analytical capabilities and roles that generate
good decisions for the organisation, observes P. C. James.

Good underwriting can free
the mind of an entrepreneur
or organisation to focus on

its competence in the area of
business risks and transfer
non-business risks to the

insurer.
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risk recognition, risk assessment, risk
management, risk transfer, risk
acceptance and risk retention and prove
a boon to a society that looks to a future
which will be secured through the
mastery of risk.

Good underwriting thus becomes a
tool for social good, as well. It
differentiates between good risks and
bad risks and advises risk betterment,
enforces warranties, seeks compliance of
laws, regulations and various safety
practices, and finally prices risk in such
a manner that risk improvement is made
an underlying necessity for day-to-day
activities. An underwriter’s nod that
insurance can be granted often acts as a
good certificate to bankers, auditors,
other stakeholders and the public. Thus,
good underwriting needs all
encouragement, as this alone will bring
in awareness of risks and endear the
public to insurance buying.

Deepening and widening insurance
protection in all sectors of the economy
is considered essential for development
and social engineering. This results in
risk contraction in the lives of people and
organisations and supports progress and
prosperity.

Good underwriting, and its
underlying prudence, enhance safety and
security and raise the confidence level of
all the stakeholders in the society.

A challenging task

From an insurer’s point of view,
underwriting is important because of the
complexity involved in taming risks.
Risks can be small or big, concentrated
or dispersed, simple or complex, static
or dynamic, frequent and/or severe, have
short- or long-term effects. Its full
dimensions are hard to fathom and keep
changing as knowledge and development
move forward.

Clients have diverse needs and may
seek a varied menu of covers. There is a
constant need for innovation in the area
of products and coverage features.
The underwriter is expected to display
great expertise in the containment of
risks, distinguish between insurable

risks, risks that are insurable with
improvements, uninsurable risks and
non-insurable risks.

The delineation of risks from the
green insurable to the red uninsurable
and its articulation to the insureds to
satisfy their needs and wants, and at
the same time generate the necessary
upside to the business opportunities of
the insureds by securing the future
through risk containment, while
protecting the bottom line of the insurer,
makes the work of an underwriter both
challenging and forbidding.

In this scenario, insurers must face
the fact that insurance underwriting can
be hard work. The yield, however, is
considerable, and not only translates
into a better bottom line for both parties,

but also generates excellent business
and social dividend in the long term. In
order to achieve this, an insurer needs
to integrate insurance capabilities into
the prevailing economic landscape, the
local geographical contexts, the relevant
social milieu and so on.

Underwriting by its very nature
needs to be proactive and
developmental. If a country is to move
into a higher developmental orbit, it can
do so only on the back of mastery over
risk. Risk, other than business risk, is
the complex area in which businesses
and individuals look to insurers and
other such organisations for mitigation,
transfer and relief.

To protect the insured, the
underwriter needs not only to look at
past experience and data but also on the
ever-changing environments in which

new risks and hazards incubate.
Perspectives on risk analysis now not
only compel number crunching and data
analysis but also look into the hard-to-
make-out area of the behavioural and
other human dimensions.

The easy route to underwriting can
be statistical, but there is considerable
value in adding to it intuitive,
qualitative and futuristic elements.
Looking into the history of accidents
alone can be misleading, the instances
of near misses due to system deficiencies
are even more important. The list of risk
fields needs to scan not merely tangible
physical risks, but even more
importantly intangibles such as
contracts, obligations, agreements and
commitments.

 The essence of the art

The essence of underwriting is risk
recognition, assessment, shaping,
containing and pricing. It includes the
ability to measure the dimensions of
potential loss exposure as well as to set
and obtain an adequate return for
accepting the risk transfer. The
underwriting process thus has many
aspects:

1.Information capture and
management

Data, information, knowledge and
experience are the lifeblood of good
underwriting practices. Underwriting is
moving away from anecdotal and
unverified experiential conclusions to
one led by a mass of clear data collected
over time and geographies, and models
and structures which can be created to
sustain clear underwriting strategies.

2.Hazard recognition and evaluation

Insurers are grappling with new
strains of risks and catastrophes while
fighting off softening premium rates.
Global warming and environmental
degradation threaten to unleash greater
and more frequent catastrophes,
terrorism and social tensions tend to
escalate risks on the human side,
technology and progress in life sciences
create anxieties in areas of unknown
losses and so on.

ISSUE FOCUS

Good underwriting is a tool
for social good, as well. It

differentiates between good
risks and bad risks and

prices risk to encourage risk
improvement.



irda  Journal, October 2005 Journal, October 2005 Journal, October 2005 Journal, October 2005 Journal, October 200516

The delineation of risks from
the green insurable to the
red uninsurable and its

articulation to the insureds,
while protecting the bottom
line of the insurer, makes

the work of an underwriter
both challenging and

forbidding.

More mundanely, every ordinary
underwriter needs to grapple with the
many consequences of the risks that are
placed before him/her, and consider its
various dimensions to contain those
risks and price them to create value for
both the customer and the insurer. There
can be considerable differentials based
on location, technological, social and
moral factors.

3. Selection

Grading of risks plays a role that is
important in terms of equity for the
customer and survival for the insurer.
Grading can be on various parameters
such as frequency/severity, desirable/
undesirable, long term/short term,
concentrated/dispersed, etc. Risk
betterment, pricing, warranties and
conditions, limitations on the cover
offered indicate the choices before the
insurer while considering a risk. It is also
possible that a risk is not insurable and
the reasons need to be spelt out.

Every risk thus will be graded and
considered on a scale of excellent to
uninsurable to enable the underwriter
to go to the next step of pricing.

4. Pricing

Pricing is the most important factor
of underwriting, as markets are dynamic
and customers are dictated by the costs
they face in transferring risks.
Underwriters would often face the
paradox that they are required to offer
more and more benefits at softening
rates and terms. Deficiency in pricing,
at the same time, is fraught with severe
consequences.

However, underwriters have many
weapons in their armoury which can
include well known techniques, such as
application of deductibles, imposition of
warranties, limiting of covers, deletion
of perils and ceiling on claims, to ensure
that prices and risks accepted match in
a way that the insurer gets a return on
the capital deployed.

The real issue of pricing is to ensure
that there is full pricing, which includes
the various costs such as commission,

management costs, provision for
catastrophic losses and an expected
profit margin, on top of the burning cost
or basic net price. Good underwriters are
also good practitioners in ensuring
reduction in claims and dispute costs
through clear and transparent terms of
contract.

5.Application of coverage

Coverage criteria depend on a
mixture of physical and moral hazards
seen. Good underwriting also assists in
the fit or alignment of risks affecting the
insured to the coverage offered, so that
there is clear value for the insured.
Coverage also looks into areas such as
the limits of cover, the deductibles
imposed, terms, conditions and
exclusions, and whether these are

aligned with the coverage intent of the
insured and the premium charged.

6.Feedback and control

Management of sound underwriting
will always seek to understand and
evaluate the results and strive for
betterment based on feedback. Control
systems and procedures will be
embedded in the organisation to ensure
that the orthodoxy required is
maintained. The feedback loop will be
kept alive and enhanced as a channel
for continuous improvement and
innovation. Good underwriting will be
open to learning and innovation.

The challenges to good underwriting
are many. For an insurer, this includes

capacity constraints, regulatory
compliances, reinsurance arrangements
and, most important, the quality of
personnel, especially their attitude to
underwriting professionalism, the
richness of their experience and
knowledge and the ethical values they
hold. An organisation will also have to
articulate clearly the economics of
underwriting, so as to enable
underwriters to meet the operational
challenges in meeting the returns on
invested capital.

The shape of underwriting tasks for
underwriters in a matured market is
probably different from those of a
developing market. In the Indian
context, the readiness of insurers and
employees to move to risk-based
underwriting needs to be examined and
skills sharpened due to the onset of the
detariffed regime and a huge market
that waits for growth on the back of well
managed underwriting and selling.

The new underwriter
The new underwriter will be focused

on the dynamics of risk and will not be
trapped by the rigidities of outdated
procedures and rules. Such an
underwriter will adapt to global best
practices, be updated on facts and
analyses, avidly build up hands on
experience and keep expanding in the
knowledge areas concerned.

In order to move into a new orbit of
excellence, the underwriter will not get
confused with legacy issues but will
look at risks with new understanding.
For instance, the traditional ‘fire’
insurance, while insuring assets on a
wide variety of material damage covers,
will need to look at all the factors
affecting these covers including all
relevant locational, physical and social
risks, apart from those concerned with
fire alone, which traditionally one would
be habituated to.

Similarly, an Overseas Mediclaim
Policy is not health insurance, but is a
travel insurance where the risks are
different. A good underwriter needs also
to ponder at what point of time a travel
insurance policy gets changed into

ISSUE FOCUS
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foreign residence insurance, and what are
the risk differentials arising from a long
stay abroad.

In a similar vein, in the case of a
health insurance policy, it will be proper
to examine at what age an annual policy
generally could become effectively a long-
term care policy. In general, underwriters
need to look for answers on complex and
evolving issues such as the infusion of
technology, the phenomenon of
outsourcing, the question of
obsolescence, the many challenges in
determining an acceptable sum insured,
the question of the right type of sum
insured, how to factor in inflation,
currency fluctuation, etc. There are also
emerging areas such as contractual,
professional and legal risks, as also
processes and services risks where
customers seek answers to their
protection requirements.

Pricing challenges in a soft market
is going to set apart the men from the
boys. Pricing discipline requires
excellence in examining the boundaries
of various possibilities on the one side
to satisfy customer expectations dictated
by market conditions, and at the same
time re-examine the orthodoxies of
underwriting to arrive at terms that will
still get a return on equity as desired. It
also means having the courage to vacate
segments that are hopelessly under
priced till pricing conditions return to
normal.

The underwriting-focused insurer
Good underwriting displays mature

corporate capabilities, helps capacity
building, and generates customer value.
It also enhances shareholder and
industry value. Underwriting entails
strict discipline and requires structured
decision making, uniformity and
consistency in approach. It needs to
translate individual experience and
skills into corporate insights and
learning. More importantly,
underwriting is for profit and will focus
on return on capital. Rigid adherence to
sound underwriting practices helps to
ensure staying power through pricing
cycles and ensures a long corporate life.

Converting underwriting into a core
competency can offer value to the
organisation in various ways:

1. It helps to naturally home in on
profitable areas of business and
generates true profitability and
return on capital.

2. It serves the customer by unlocking
value in risk areas, and seeks to help
to channel customer energy to other
productive areas.

3. It reduces costs to the insurer in
after-sales service and helps to
reduce claims ratio and
interpretational complications.

4. It is a great platform for customer
understanding and dialogue, thereby
helping to reduce the potential for

grievances and disputes.

5. It generates sustainable market
goodwill and brand equity.

The challenge for the organisation is
to build and sustain an underwriting
and R&D culture, to establish and live
by a clear set of principles, and to focus
relentlessly on execution in the face of
contrary market practices.

The temptation to fall for short-term
growth oriented strategy or what is
called cash-flow underwriting, at the cost
of undermining the underwriting
foundations of the organisation, can lead

to an inexorable decline in both
reputation and profits.

Underwriting excellence needs to
advance continuously to enhance
customer benefits. The insured perceive
the deficiencies in the offerings made
and the unnecessary costs loaded on to
them. Therefore, good underwriting
needs to consider the following:

1. Alignment of risk classes as
perceived by customers to the actual
insurance coverage offered.

2. Assisting the insured to review
insuring limits by looking at
adequacy in line with PML,
catastrophic loss potential and other
relevant factors.

3. Keeping the terms, conditions and
exclusions aligned with the coverage
intent decided upon or advised to the
insured.

4. To bridge the gap between coverages
available and offered.

5. To endeavour to fill the gaps in cover
seen between policies.

The new underwriting will need to
look at coverage enhancements and
improving the breadth of coverage by
well-researched methods by recognising
new risks coverage requirements and
reconfiguring existing coverage. Insurers
will keep monitoring the cost efficiency
of coverage in terms of various consumer
costs in terms of money, time cost, energy
costs, psychic costs and so on.

The insured public is increasingly
perturbed that the ratio between
recoverable loss through insurance and
actual loss is often 1:4, partly owing to
disruptional and reputational damages,
but also partly and regrettably due to
gaps in coverage or inadequacy of limits
offered for coverage.

Insurers need to work on
restructuring their conventional
insurance offerings in order to attract
organisations to move on to higher order
coverage which will enable them move
from mere regulatory, or banker/auditor
induced insurance buying to genuine risk

ISSUE FOCUS

The new underwriter will be
focused on the dynamics of
risk will not be trapped by
the rigidities of outdated

procedures and rules, adapt
to global best practices, be

updated on facts and
analyses, avidly build up
hands on experience and

keep expanding in the
knowledge areas concerned
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and protection management.

This higher order protection
requirement will become a corporate
necessity as organisations wish to move
on to areas of operational loss/cost
reduction, seek enhancement of ratings
from independent rating agencies and
ultimately as they seek to achieve
market leadership.

An insurer’s survival and
sustainability are rooted in the ability
to contain risks and price adequately
risks accepted. Underwriting means a
whole range of job functions, analytical
capabilities and roles that generate
good decisions for the organisation.
Therefore, an underwriting culture needs
to pervade the organisation so that
adequate primacy is given to
underwriting priorities across various
functions over other urgencies.

The challenge for the
organisation is to build and

sustain an underwriting and
R&D culture, to establish
and live by a clear set of
principles, and to focus

relentlessly on execution in
the face of contrary market

practices.

A good underwriter will eventually
emerge as the leader because of the
futility and ineffectiveness over the long
term of techniques and solutions that
rely on wishful thinking, guesswork and

accommodations.

The underwriter will then become a
rightful decision maker because he/she
carries out the primary task of risk
acceptance and revenue generation for
the organisation that makes a
difference between its success and
failure.

Therefore, the nurturing of a good
underwriting philosophy, a culture of
research and data analysis along with
supportiveness of innovation and
futuristic orientation will differentiate
good companies from the others in the
future.

The author is Executive Director (Non-
Life), IRDA. The views expressed here
are his own.
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The Tariff system should encourage the development of underwriting skills at operating levels at the insurance companies
as well as reinsurers, says A. S. Chaubal.

– The need for ‘hard’  and ‘soft’ skills

Determining the adequacy of premium
rates it charges is perhaps the biggest
dilemma faced by the insurance industry
the world over. ‘Soft’ and ‘hard’ market
conditions globally characterise the
underwriting cycles within the insurance
industry. Introducing ‘tariff’ controls and
‘detariffing’ are the obvious
consequences of these cycles, their
timings being driven by local market
conditions.

Major classes of non-life insurance
in India, including the profit making Fire
and Engineering classes, have been
subjected to tariffs for the past many
decades. These tariffs have effectively
played their roles in the nationalised
set-up, though with limited objectives.
With the process of liberalisation and
opening-up of the market to private
players, introduction of intermediaries etc.,
the insurance industry has moved forward
at a rapid pace, changing the perceptions
of the players as well as insured.

Recognising the fact that the tariff
regime should end as early as possible
to allow a free play to market forces as
an essential part of a liberalised market,
IRDA appointed the Expert Committee
headed by Mr. A. C. Mukherji. The
committee was mandated to examine
the remuneration system for insurance
brokers, agents etc. It made specific
recommendations in  December 2003 to
make a changeover in a phased manner
from a tariff regime to a “Pure Risk Rate
Regime” and then to a fully detariffed
open market.

Though a variety of views were
expressed on the recommendations of
the Expert Committee, there is a
unanimity of view among the majority
in favour of ‘detariffing” all classes
including Motor, Fire and Engineering.
The market thoughts are now focused

on answers to questions like:

� What is a “pure risk”?

� What is the so called pure risk rate?

� How can it be determined, especially
in the absence of any reliable
statistics?

� What would be the other factors
(acquisition cost, administrative
costs, reserves for future
catastrophic loss etc.) that an insurer

loads the ‘pure risk rate’ with, before
quoting to a customer?

� Is rate the only element to be
considered or it could be the rates,
terms and conditions for different
combinations of coverages?

� Will TAC do it or it be left to each
insurer to draw his own tables of
rates and deductibles?

� How can it be implemented at the
market level?

� Whom should it apply to? Across the
board to all customers or a selected
group of customers?,

� What would be the monitoring and
control strategy/mechanism?

� What would be the effects of such a
change over to ‘pure risk rate regime’
in terms of the industry income and
balance sheets of individual
players?

� What is the life expectancy of the
Pure Risk Rate Regime?

� How would it affect the reinsurance
arrangements and relationships?

� What could be the set-up to build
up reliable statistical data on a
market level?

� How to ensure healthy market growth
in the liberalised pricing set-up?

The first attempt at the level of the
Tariff Advisory Committee (TAC) is
aimed at detariffing the Motor class of
business. An internal committee of
experts is looking into various aspects
of Motor detariffing. This exercise is
actively underway and it is learnt that
specific ideas may emerge in a not too
distant future to effect the changes in a
phased manner.

Fire and Engineering are the other
two major and important classes of
non-life property insurances, where a
large number of technicalities and
complexities will come into play in
deciding what can be the Pure Risk
Rate. It would be pertinent to note that
both these classes write risks of
substantially high single loss exposures
and it may not be unlikely that the
single loss estimates far exceed the
gross direct premium written by
individual insurance companies in their

Underwriting
in a Detariffed Environment

Fire and Engineering are
two major and important

classes of Non-Life property
insurances, where risks have

substantially high single
loss exposures and the single

loss estimates may far
exceed the gross direct

premium written by
individual insurance

companies.
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The Tariff books ran into
hundreds of pages and were
difficult to handle physically

and in course of time the
demands increased to make

the books smaller in size and
weight for better mobility.

The concept somehow found
popularity and acceptance at

some levels and this was
perhaps the starting point of
the erosion of the technical

base of the Tariffs.

respective departments. Discussions in
the subsequent paragraphs will,
therefore, be focused on these two major
classes of non-life insurance business.

Before dwelling upon the aspects
that surround the approach to determine
a technically sound or correct rate (in
the present market situation perhaps a
‘realistic rate’), it would be pertinent to
look into what the Insurance Act 1938
states.

Section 64 UC of Insurance Act
“In fixing, amending or modifying

any rates, advantages, terms or
conditions relating to any risk, the
Advisory Committee shall try to ensure
that there is no unfair discrimination
between risks of essentially the same
hazard, and consideration is given to
past and prospective loss experience.

“Provided that the Advisory
Committee may make suitable
allowances for the degree of credibility
to be assigned to the past experience,
including allowances for random
fluctuations and make suitable
allowances for future fluctuations and
unforeseen future contingencies
including hazards of  conflagration or
catastrophe or both.”

Let us now look at the historical
developments of Fire and Engineering
insurance tariffs and associated
regulations in India, the current
situation and likely solutions towards
rate-making on technically based
parameters.

Fire
Prior to introduction of the All India

Fire Tariff with effect from December
31,1978, four Regional Fire Tariffs were
in use in the TAC regions of Mumbai,
Kolkata, Delhi and Chennai. These
tariffs were administered, monitored
and controlled by the respective
Regional Committees, who were
supported in their tasks by various Sub
Committees and Technical Groups who
dwelt upon finer aspects of specific
topics.

TAC dealt directly only with the
insurers and not with any of the insured

clients. The tariffs and regulations were
‘Confidential for the use of Insurers
alone.” Each of the Regional Committees
had its own team of qualified engineers
to carry out risk inspections purely from
the angle of compliance with TAC
regulations relating to fire prevention /
protection systems, electrical
installations, building regulations, etc.
There existed a specific system of
“Special Rating” wherein, with the help
of a variety of check lists (specially drawn
to quantify physical features of general
and industry specific nature), the basic
tariff rates were modified to effectively
have a ‘merit based’ rate for a specific
large value account.

Thus, as would be expected of any
regulations, the system by and large
catered to a large number of small

clients in a generalised way and equally
gave special treatment to large ones by
considering the specific physical risk
features implemented by the clients.
The whole system responded very well
to the recognition of individual industry
risk features to arrive at modified tariff
rates. Review and revision was a
continuous process through
deliberations at the Fire Sub
Committee (which met weekly) and
other higher level committees.

Each of these Regional Tariffs was
in technically elaborate detail and fully
took into account the Fire rate, making
“hardware” elements of occupancy,
construction, location, fire prevention/
protection systems, etc. It did not
respond to the subjective “software”
issues of management systems such as
work permits, no-smoking rules,
staffing (quality & training), emergency
response and control systems.

Rates and terms for natural perils
were separately prescribed along with
corresponding endorsement wordings
and, wherever possible, technical basis
available from reliable researches were
adopted. For example, the Earthquake
Zoning of India for the purpose of Fire
Tariff closely follows the relevant
Indian Standard published by the
Bureau of Indian Standards.

Towards rationalisation
The first major exercise of

rationalising these Regional Tariffs
was undertaken by TAC in 1977 to
remove regional disparities among
comparable risks. As a result, the All
India Fire Tariff, uniformly applicable
to the country as a whole, came into
effect on December 31, 1978. This tariff
continued to adopt the same sound
technical base that formed the Regional
Tariffs. The system of ‘Special Rating’
also continued undisturbed. The
rationalisation process resulted in the
reduction of about 25 per cent of the
Gross Direct Market Fire premium.
Cases of hardship were individually
looked into for viable solutions.

The Petrochemical Tariff of TAC,
which caters to petroleum refineries,
petrochemical plants and fertiliser
plants, does have a sound technical base
in as much as it utilises the Dow
Chemicals Manual for hazard
quantification. Nevertheless, in spite of
the sound technical base, the whole
system was never well received by the
insured clients for a variety of factors –
major ones among them being
confidentiality of documents and delays.

TAC also had the responsibility of
collection of statistical returns from the

ISSUE FOCUS
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companies. Though the statistical data
was never received at 100 per cent level,
what used to be received by TAC was
representative enough for decision
making. The data collection was based
on ‘occupancy’ codes. In the absence of
computers, the entire processing of data
was done manually.

With the consistently favourable
claims experience of the Fire Tariff based
portfolio, support of international
players in the reinsurance programme
of the industry (i.e. GIC and the then four
subsidiaries together) could be readily
available over many years.
Nevertheless, the industry had to
respond to international insurance and
reinsurance market situations on
critical issues like Terrorism insurance
and TAC came out with a set of rates
and terms for the Indian market.

Small Risks that are very large in
number, administratively uneconomical
to carry any special exercise of rate
making on an individual basis. Perhaps,
a small band of risks from the Medium
Size may be shifted to this group by
changing the definition to a little higher
value of say about Rs. 10 to 20 crore.
This will ensure a stable premium base
for the whole portfolio. Statistics for this
group must be available with the
insurers and GIC today.

The Medium Size risk group may be
taken for judging the first impact of Fire
detariffing, with an indirect rating
control of GIC and/or other international
reinsures. How do we decide the level of
adequate rates for individual risks
within the group?

Can it be by straight, reducing the
Tariff rates by some percentage to take
care of the administrative and
acquisition costs of the insurers
supplemented by introducing a ‘Bonus
Malus’ formula to touch the experience
base which may be available with
respective insurers even within the
present market situation?

Or, can it be by falling back to the
concepts of the old All India Fire Tariffs
or the Regional Tariffs? Needless to

mention, the system should have
simplicity of working and hence adopting
the old system as it was may not be
advisable.

The third alternative would be to
leave it free and  open to the insurers to
decide what they consider as
appropriate rates and terms. Though
this may sound drastic, the fallout of
the chaotic ‘price driven aggressive
marketing’ may be restricted to about
one third of the overall portfolio
premium and can also lead to the
expansion of the premium base.

An elaborate system of filing returns
of statistics with TAC can be introduced
with common software programmes to
be prescribed for use by all insurers.

Finer issues of monitoring and
control mechanisms for administering
any of these alternatives would require
detailed deliberations at appropriate
quarters.

Engineering
The Engineering class of insurance

encompasses a larger variety of products
as compared to Fire and also is a mix of
Long Term Project Insurance policies
(such as Marine Cum Erection
Insurance, Erection All Risks,
Contractors All Risks, Contract Works
Insurance and Advance Loss of Profits
Insurance) as well as Annual
Operational Insurance policies (such as
Machinery Breakdown, Boiler
Explosion, Electronic Equipments

Insurance, Contractor’s Plant &
Machinery Insurance, Civil Engineering
Completed Risks Insurance,
Deterioration of Stocks Insurance plus
Machinery Loss of Profits Insurance).

The first attempts at the TAC level
to prepare Tariffs for all classes of
Property Damage Insurances in the
Engineering departments started in
1977. Tariffs prepared by the Technical
Assistance Group (Engineering) for
practically all classes came within
about five years, primarily with the
objective of achieving market level
uniformity of approach in rating small
value risks (Rs. five crore). Being small
in number, all individual policies of
larger values in all classes were
specially rated by the Technical
Assistance Group (Engineering).

At no stage was it intended that high
exposure, long term business of large
values be left for the generalised tariffs
for smaller risks. This enabled the
industry to exercise effective control on
both the Tariff and Reinsurance driven
risks. The limit of Rs. five crore
gradually got extended up to Rs. 100
crore. Large, high value risks still
remained within the controlled domain
until the limit for tariff applicability to
projects got enhanced to Rs. 1,500 crore.
This has eroded the underwriting control
on such high exposure risks
substantially.

Let us now look at the rating factors
for two major classes of Engineering, viz.
EAR/CAR and Machinery Breakdown
Insurances:

EAR / CAR - rate factors

Nature and type of contract / works

Period – overall & testing
commissioning + maintenance

Method of construction

Storage arrangements and periods

Location – soil/geology/meteorology,
seismology and other

Design – proven or prototype

Contractor’s experience

ISSUE FOCUS

 The insurance needs of
clients have changed

drastically over the past
decade, especially with a

large number of
infrastructure projects with

private funding on  ‘non-
recourse’ basis requiring a
different type and level of

insurance response.
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Extensions – TPL, surrounding property,
removal of debris, custom duty

Deductibles
Machinery breakdown rate factors

� M - Machine itself, type/use,

� I  - Incidence of loss / breakdown,

� C - Construction (simple/
complicated)

� A - Availability : repairs/
maintenance/spares,

� S - Site conditions,

� H - Human element,

� Le - Loss experience

The insurance needs of clients have
changed drastically over the past decade,
especially with a large number of
infrastructure projects with private
funding on  ‘non-recourse’ basis requiring
a different type and level of insurance
response. The tariffs today may not be
capable of meeting such needs of the
insurers in preparing insurance
programmes to fully respond to the
project specific insurance needs.

The corrective measure that may be
effective would be to restrict the Tariffs

only to small value policies of, say Rs.
50 to100 crore, and leave the balance to
be reinsurance driven. The long-term
survival of this portfolio will depend on
the reinsurance markets including GIC.

The Tariff system cannot respond to
each and every situation in a generalised

way and may prove useful for smaller
risks which form a larger base for
individual portfolios.

The system shuld encourage the
development of underwriting skills at

operating levels at the insurance
companies as well as GIC. The
professional services of brokers need to
be more effectively utilised and
outsourcing of specialised services
should be welcome. Keeping pace with
developments the world over and within
the Indian economy, and the need for
flexibility of insurers to draw insurance
programmes to the specific needs of
clients, assume predominance.

Though the interim phase of a
changeover from a controlled pricing
mechanism to a free market is
essential for stability in the market
place, it would be necessary to take all
players into confidence to discuss the
long-term and short-term effects of such
measures. The whole exercise has to
finally lead to market growth on
healthy lines, developing skills and a
sound database for the industry.

The author is Managing Director,  BMS
India Intermediaries Pvt. Ltd. The views
expressed here are his own.
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A viable approach to
detariffing would be to not
make any change for the
small risks that are very

large in number where it is
administratively

uneconomical to carry any
special exercise of rate

making on an individual
basis.
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Have you ever taken a roller coaster-
ride in an amusement park? It takes
frightful twists and turns, runs upside
down and in the dark. You can barely
perceive where the next hill, drop, or
twist will take you. As a joy ride this can
be fun and exhilarating…but as a
company trying to survive in the
underwriting market, it can be rather
nerve-wracking.

A major challenge being faced by
insurance carriers across the country is
that they are under pressure to ignore
sound underwriting principles. The
market has become highly volatile,
competitive and risky. The bid for the
top slot has deteriorated into a fight for
survival.

The industry, as a whole, has been
through  lot of turmoil in India. We have
seen the pre-nationalisation days,
followed by a long period of
nationalisation and now, the present
stage, where the market has been
opened up to private players. We have
state owned players co-existing with
private companies. Added to this is the
presence of brokers and Third Party
Administrators (TPAs). The insurer
seems to be facing a dilemma when
trying to look forward along with sticking
to its basics. It is in a precarious
situation, wherein it needs to grow in
volumes, make profit, provide quality
service and manage expenses.

What will then be the ideal role of a
broker in assisting the industry in
getting back to the basics? Answering this
question first calls for a discussion of
the main strategies and approaches to
ensure consistently profitable results
through the underwriting cycle.

What are good underwriting
practices?

‘Good underwriting practices’
indicates the practices to be adopted by
an underwriter in consistently collecting
all the material facts that lead to
understanding the risk in its totality,

advising risk minimisation measures
and charging the optimum rate
applicable to the perils to be covered.

In the case of tariff business, it also
implies adherence to the tariff.

The risk underwriting process can be
broadly classified into five distinct
phases:

Identify and evaluate
This primarily depends upon gathering
the proper information to assess the risk
and correctly identify the types of risks,
exposures and controls that are in the
account.

Make underwriting decisions
This phase focuses on making two
distinct underwriting decisions. Based
on the industry, the insurance company’s
risk appetite and the risk exposures as
identified and evaluated in the first
phase, the underwriter reaches a
decision on whether or not to pursue the
risk. The second decision the
underwriter takes is the assessment of
the overall quality of the risk compared
to the peers within its group.

Decide terms and conditions

In this phase, the underwriter uses
information collected thus far to
establish the terms and conditions for
the policy. By considering the quality of
the risk, the terms can be set to give the
insured adequate coverage while properly

protecting the insurance company.

Decide price and premium
Based on the exposures, the quality and
the terms, the price and premium can
be set by the underwriter.

Negotiate
This is the final phase of the

underwriting process. This can be an
area where even the best-priced risks
are compromised. Even more
experienced underwriters will, in the
heat of pursuing the risk and under
pressure for growth, abandon their
underwriting discipline.

Knowledge
Underwriting is about knowledge. In

order to be effective, underwriters need
to have a wide array of knowledge
readily available to them.

Where we are today
The market reality today is that

underwriting practices have been long
forgotten. As per Darwin’s theory, in the
game of survival, only the fittest survive.
This may prove right in the years to
come. But in today’s chaos of number
games, the focus is on the one that grabs
the maximum business. This leads to
the following conclusions:

� There is no logic behind the drop in
premium rating

� Tariffs are being violated
� Wrong advice is being given to the

client
� Unhealthy market practices have

become rampant
� Loss history is being tampered with
A broker to the rescue

If utilised correctly, knowledge and
information furnished by a broker can
enable consistency in the underwriting
process in the following ways:

Risk management
A broker can organise risk management
programmes. In many industries where
safety standards have been declining
due to the costs associated with their

Broker as Bridge
— How a broker can be a key link in the underwriting process

Brokers know the pulse of the customers, and therefore can help underwriters with their actual data as well as risk
management skills, writes V. Ramakrishna.

Organisational risk is no
longer simply hazard risk

but also operational,
financial and strategic.
Brokers can help clients

determine their exposures
and structure their

insurance programmes.
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A broker can contribute more
effectively by collecting all
the relevant information

that will lead to the
underwriter being able to

give an appropriate and fair
rate. This will require the
broker to understand the
client’s requirement in

totality.

implementation and support, risk
management will play a vital role. Risk
management controls protect the
organisation, its operations, its
reputation and its people.
Organisational risk is no longer simply
hazard risk but also operational,
financial and strategic. Brokers can help
clients determine their exposures and
structure their insurance programmes.

Conveying the true picture
Since, in the near future, the broker

would practically become the “client” of
the insurer, he would need to convey the
actual risk status and refrain from
giving a skewed picture to the insurer
which might jeopardize the rating
pattern.

Comprehensive underwriting
submissions

While a filled proposal form is the
minimum requirement, a good broker
should reach beyond that and make a
comprehensive submission – with as
much additional information on
company, product, industry,
manufacturing process and promoters
as possible. Company and product
brochures, web site printouts, plant
photographs, promoter profiles, etc aid
the underwriting process.

Knowledge

A broker can contribute more
effectively by collecting all the relevant
information that will lead to the
underwriter being able to give an
appropriate and fair rate. This will
require the broker to understand the
client’s requirement in totality. He
needs to do an in-depth study including
the business process of the client,
industry trends and benchmark rating
for a similar risk.

Research and analysis
Brokers can provide market research

and analysis that will help the insurer
make pricing decisions based on sound
information rather than market
pressure. In this market, pricing
discipline is crucial.

Prepare for de-tariffing
Brokers should build adequate in-

house technical expertise in the form of
people and knowledge - both for current
and future requirements. Once the

market is de-tariffed, brokers will be on
test to ensure proper risk-rating is done
with the help of data and knowledge. It is
important to store data and ensure a
feedback cycle as time goes by so that
insurers can use the same for better
rating.
Efficiency

Good underwriting takes time.
Brokers can help generate time for the
underwriters to carry out their tasks
well. Activity-based cost studies at
several carriers have shown that
underwriters spend less than half of
their time on core value added
underwriting tasks. Non-core tasks can
be performed by brokers.

Technology
Technology will play an even larger

role in servicing. By providing a client

with a web-based facility, a broker can
save considerable time for the insurer as
well as the client. New integrated
technologies combine traditional risk
management, work management and
knowledge management capabilities
into cohesive underwriting support tools.
Technology can ensure a consistent
approach to underwriting and deliver
knowledge and information to the
underwriter based on the type of risk and
the phase of the underwriting process.

Innovation
 Insurers need to innovate constantly

and bring out new products in
anticipation of customer needs and
market trends. Brokers, who are in

constant touch with clients, are best
equipped to capture such trends and
needs and help insurers design new
products.

Long-term perspective
Brokers should keep in mind that,

in the long run, they cannot grow at the
collective expense of the underwriters.
Only a healthy underwriting discipline
can ensure long-term survival of
underwriters and, consequently, that of
brokers.

Minimisation of moral hazard
While sophisticated models have been
developed to evaluate physical risks,
there is no better tool than human
judgement to identify and avoid moral
hazard. Brokers, as the eyes and ears of
underwriters, should have the courage
to avoid clients with obvious moral
hazard. This will not only protect the
insurer’s balance sheet, but also enhance
the broker’s reputation, both with
clients and insurers.

After all, while there can be
thousands of clients to chase, there can
only be a handful of insurers to support
a broker with quotes.

Discipline and planning
These are required to effectively and

efficiently manage the insurance roller
coaster. The high performing companies
will apply discipline in the underwriting
process with the help of brokers to
ensure that best practices are followed
during each of the underwriting phases
so that premiums are not lost and losses
are avoided. Discipline is also required
in knowledge management to ensure
that information and knowledge are
delivered in the most valuable way to
best improve performance.

With brokers training their focus on
these areas, insurers can ensure more
predictable underwriting behaviours,
which will yield more predictable
underwriting results. This, in turn, will
help the carriers gain greater control over
the peaks and valleys of the roller
coaster ride.

The author is Managing Director,
India Insure Risk Management Services
(P) Ltd. The views expressed in this
article are his own.
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An underwriter is the individual
responsible for assuming financial
liability associated with a particular
risk. He or she determines the terms and
conditions under which that risk is
acceptable. In most cases, the
underwriter wants to ensure that, on
average, profit is achieved.

Insurance companies are sometimes
referred to as underwriters. However,
underwriting is only one of the functions
managed by an insurance company and
its employees. Insurers help their clients
by assuming risk in return for a
premium. They create a pool of risks, to
spread the impact of any individual claim
over a larger group. Losses from any one
risk are offset by profits from others.

An underwriter protects that pool of
risks from risks of a lower quality. He or
she evaluates insurance applications to
determine the degree of risk
represented, rejects some risks and, in
some cases, raises premiums. The
underwriter attempts to protect the
overall performance of the pool by
ensuring that risks going into the pool
do not threaten the financial
performance of the pool. Where
underwriting is not carried out carefully,
the insurer loses money.

Rating the community
When an individual applies for an

insurance policy, the underwriter’s role
is well chalked out – examine the buyer’s
background thoroughly before gauging
the risk. However, group employee
benefits insurance, which provides cover
to employees of a company or an
organisation, also requires underwriting.
Group policies can provide coverage to
as few as 50 employees, or to huge
companies in the private or public sector.
Common employee benefit coverages
include death benefits, disability
benefits and medical benefits.

Group underwriting is generally less
concerned with the insurability aspects
of a particular individual – except in the
case of an outlier. The aim is to obtain
an aggregation of a group of risks that
will yield a predictable rate of mortality
and morbidity, allowing pricing. The
very nature of employee benefits
insurance acts as a form of underwriting.
Covered employees are typically
individuals who are sufficiently healthy
to retain full time employment.

However, the underwriter should
note that providing insurance to a small
group of employees is significantly
different from the case where the group
is large. The following table lists the key
differences:

Groups can be fully insured, self-
experienced or self-insured. With a self-
experienced group, the employee bears
some financial volatility. A loading is
built into premiums and used to pay an
annual bonus. The annual bonus is not
paid if the group has bad experience.
A self-insured group is not insured and
bears the full risk of any claims, paying
claims out of its own funds.

In other markets, small groups will
be fully insured and mid-sized policies
self-experienced. Large groups often self-
insure their group health plans, with or
without purchasing stop-loss protection.
In the Indian environment, most
employer groups find it beneficial to be
fully insured since most insurance plans
make little or no underwriting profit.

Varied approaches
Underwriters make use of

qualitative and quantitative
approaches to make underwriting
decisions. Individual underwriters make
decisions within a framework set by the
insurance company and may have limits
on their individual authority. In many
organisations, risks beyond a certain
size cannot be accepted without
reinsurance.

The underwriter in an insurance firm
works within in a matrix. Some of its
characteristics are:

The underwriter attempts to
protect the overall

performance of the pool by
ensuring that risks going

into the pool do not threaten
the financial performance of

the pool. Where
underwriting is not carried
out carefully, the insurer

loses money.

- A practitioner’s view of the basics of group insurance underwriting
Gauging a Pool

How is a group of employees examined for the risks it presents to the insurer? What are the tools to be used and
precautions to be taken? Dr. Rajeshree Parekh, a practicing underwriter, has answers to these queries.

Small Insured Group Large Insured Group

More vulnerable to individual claim, therefore Less vulnerable to individual claim,
more risk averse. therefore less risk averse.

Less flexibility in plan offerings and coverage levels. More flexibility in multiple plan offerings and coverage levels.

Less flexibility in funding options More flexibility in funding options

Less or no experience rating, pricing is more Generally experience rated, pricing is more dependent
dependent on the claims history of the entire pool. on the claims history of the entire pool.

Age banded rate structures are often used to A unit rate is used to determine premiums for all
determine premiums. employees in the group.
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Diversification must be managed

For a group insurance pool to
perform adequately, enough normal
risks must be written to support losses
from substandard groups not rejected
by the underwriting process. The
underwriter should not accept risk
beyond a reasonable capacity – an
inadequately priced large group can
damage the pool as a whole.

Data is used

Underwriting relies on information
provided by the insured group. Always
check the reasonableness of the
information provided.

Equity must be maintained between
insured parties

Each insured group should be treated
in an equitable manner. Accepting bad
risks without loadings will cause
financial loss to the insurer as a whole
and may result in premiums being
raised for both bad and good risks.

Compliance with local legislation -
Underwriting must comply with local
insurance legislation.

Assumptions have to be made -

 Underlying assumptions have to be
made about risks. Life insurance
underwriting — quite obviously – relies
on mortality assumptions. While health
insurance underwriting relies on
morbidity assumptions, that of
disability insurance makes use of
incidence rates for disability.

Within this matrix, an underwriter
is expected to perform a careful analysis
of the risk using qualitative techniques.
Key factors that may indicate a problem
with the risk include demographics
characteristics, the industry in which
the employees operate, the financial
outlook, workforce stability, work site
locations, carrier persistency and levels
of employee or dependent participation
in the plan. In this area, the following
forms a good checklist that can assist
the underwriter in risk assessment:

Insurance must be incidental to the
group:

The group must have been
established for some purpose other than
to obtain insurance. If not, the group
would have the same experience as any
retail insurance policy.

Group size:
The size of the group has a

significant impact on the predictability
of the group’s average cost and risk
factors. In addition, a group’s size
impacts the sensitivity to anti-selection
and the likelihood of inclusion of
substandard risk. In most markets, an
automatic cover limit will vary with the
size of the group. Individual sum
assureds below that limit would not be
underwritten.

Flow of persons through a group:
It is important to determine whether

the group is open or closed. If the group
is closed, population characteristics
(average age, dependent content,
average income) will change over time.

Group stability:
The stability of a group is a sign that

experience for that risk may vary from
past experience. Group instability
should be looked for in several areas.
Financial instability and insolvency can

lead to layoffs and bankruptcy.
Frequent plan design changes will also
affect the relevance of past experience.

Anti-selection and participation:
 Benefits can be non-contributory.

Benefits would be offered to all eligible
members of the group at no cost to the
member. In some cases, benefits are
contributory, that is, members pay a
contribution to receive coverage. Some
contributory benefits are also voluntary,
wherein the eligible member can choose
not to take coverage. Contributory and
voluntary benefits may have significant
anti-selection issues associated with
them.

Minimum participation by the
group:

Another underwriting control
against anti-selection is the
requirement that a substantial
majority of all eligible individuals in a
given group be covered by insurance. In
non-contributory plans, 100 percent of
individuals participate. In contributory
plans, there is typically a 75 percent
requirement. In voluntary plans, this
can vary from 25 to 40 percent. When
only a small proportion of the workforce
is covered, the covered persons can often
represent an undue proportion of
substandard lives.
Demographic content:

Age is the single best indicator of
future mortality and morbidity. Sex can
also be a major factor, as many medical
conditions are sex- related.

Geography:
There are significant regional

differences in medical practices and
prices. Healthcare costs and utilisation
are affected by practices in a local
geography and the care options
available in an area. These differences
would impact claims from medical
coverage.

Quantitative Tools
While the above are qualitative

tools, the underwriter also needs to
utilise quantitative tools while
assessing a group for insurance cover.
Some of these are:

 The size of the group has a
significant impact on the

predictability of the group’s
average cost and risk factors.

In addition, a group’s size
impacts the sensitivity to

anti-selection and the
likelihood of inclusion of

substandard risk. In most
markets, an automatic cover
limit will vary with the size

of the group. Individual sum
assureds below that limit

would not be underwritten.
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Loss ratio analysis:
Loss ratio analysis is widely used in
underwriting. Its purpose is to gain an
understanding of claims, which in turn
allows the insurer to form a forward-
looking estimate of incurred claims and
load those claims to arrive at a premium.

Premiums are normally determined as:
Premium = Expected Incurred

Claims* + Margin+ Expenses / profit /
risk / taxes

*Expected incurred claims include
expected paid cash claims and anticipated
changes in incurred, but not reported,
reserves and other reserves.

The underwriter should be aware
that past data is not necessarily
reflective of future experience. The term
‘credibility’ is used to describe the
relevance of historical data in projecting
future costs. The number of employees
covered in each year of data, and the
number of years of data that is
available, determines the credibility of
the data.  Generally speaking, the more
data you have, the greater the credibility
of historical experience.

Where a group is not credible, it is
often pooled with other such risks. Loss
ratio analysis is performed on the pool
as a whole to guide pricing and derive
rates for manual pricing. Loss ratio
analysis is also used in pricing, where
data is credible for an individual group.

The most commonly used rating
techniques are:

Experience rating
Where a group has credible

experience, loss ratio analysis is
performed on that group’s experience and
used to guide pricing.

Manual rating
This is the process of using a set of

rates based on the experience of the
entire pool. Premiums would be
calculated using those rates. A group
adjustment of some kind (Group Age Sex
Factor / Plan Age Sex Factor, Group
Utilisation Rate / Plans Utilisation
Rate Factor) would be incorporated.

Other group adjustments for geographic
location and changes to plan design can
also be incorporated.

Blended rating

This is the process of using client
specific experience and manual rating
to project future claims. Premiums
would be calculated based on a weighted
average of the manual rated premium
and the premium based on experience
rating. The weighting assigned to each
will vary with the credibility of the
group’s historical experience.

Quality of data critical
Data gathering is one of the most

important aspects of any underwriting
process. It is often overlooked  or not well

thought-out. Timely and accurate
information is very critical to the entire
underwriting practice. Understand the
intended use of the analysis being
performed and its impact. Get it right
the first time to avoid burdening the
prospect with multiple requests. Be
clear and specific.

Typical data elements for group
underwriting include:

Group census data
Eligibility, date of birth, gender,

dependent tier, plan geographic location,
salary, date of hire, date of termination
and date of retirement.

Rate information
Current rate and previous rate

history, use of self-funding or insurance,

Data gathering is one of the
most important aspects of

any underwriting process. It
is often overlooked or not

well thought-out. Timely and
accurate information is very

critical to the entire
underwriting practice.

employee contribution rate, rates by
products and by tiers. Third Party
Administration fees and Individual
Stop Loss/Aggregate Stop Loss charges

Claims data
Frequency and utilisation data,

monthly paid claims, billed claim
charges, allowable claims, large claims,
paid and incurred claim lag triangle,
plan designs and cost-sharing features,
detailed benefit schedule, changes in
benefits, provider discount level and fee
schedule for in-network vs. out-of-
network claims.

Armed with sound principles and an
effective set of analytical tools, an
underwriter can perform a diligent and
efficient assessment of risk for group
insurance. The biggest challenge to an
underwriter, however, is not the science
of underwriting, but having the ability
to set emotions aside in the face of an
opportunity. Take a step back, and ask
yourself if a risk is worth taking.

The author, a qualified ophthalmologist,
heads the Employee Benefits operations
of Marsh India Pvt. Ltd. The views
expressed here are her own.
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fiNys dqN o"kks± esa  {ks= esa futh {ks= dh çfrLi/kkZ
vkjEHk gqbZ gS vkSj m|ksx dk çHkko'kkyh fodkl mu
futh vkSj lkoZtfud {ks= dh dEifu;ksa ds ;ksxnku
ds dkj.k gqvk gS] tks ckt+kj dk foLrkj djus esa
lQy gqbZ gSaA

ç'kqYd us vf/kdk¡'kr;k çfrLi/kkZRed 'kfDr;ksa ds
çfrdwy çHkkoksa ls dEifu;ksa dh j{kk dh gSA fiNys
n'kdksa ls blus çfr&jktlgk;rkvksa dh ç.kkyh dk
l̀tu fd;k gS vkSj vc bls gVkus dh t:jr gS rkfd
m|ksx dks çfrLi/kkZRed ckt+kj LFkku esa okf.kfT;d
lQyrk çkIr djus ds fy, mi;qDr volj çnku
fd;k tk ldsA blls ,d ,sls m|ksx dk ekxZ ç'kLr
gksxk tks miHkksDrkvksa dh t:jrksa dks mfpr ewY; ij
iwjk djsxk vkSj Lo;a ds fy, lrr ykHkçnrk ik
ldsxkA

ches ds çfrLi/kkZRed vkSj mi;qDr ewY; fu/kkZj.k ds
fy, ,d ewyHkwr vkarfjd vko';drk gkehnkjh dk
rduhdh dkS'ky gSA IRDA tuZy ds bl vad esa
bl ckr dh ppkZ dh xbZ gSA gekjs lanHkZ esa] m|ksx
dks okLrfod :i ls gkehnkjh ij ykSVuk gS D;ksafd
;g dqN n'kdksa ls ç'kqYdksa ij fuHkZj jgk gS vkSj blus
oS;fDrd tksf[keksa dk ewY;kadu djus vkSj budk
lgh :i ls ewY; fu/kkZj.k djus ds dkS'ky dkQh gn
rd [kks fn, gSaA

ç'kkflr ewY; ls eqDr ewY; fu/kkZj.k dh vksj c<+ jgs
fdlh ckt+kj dh lcls egÙoiw.kZ ckgjh vko';drk
fofu;ked }kjk ,d vPNk Øe fu/kkZj.k vkSj fuxjkuh
gS rkfd ckt+kj vf/kd ls vf/kd fLFkj jgs vkSj

mFky&iqFky gksus ds ckotwn Hkh vaR; miHkksDrkvksa
dh j{kk dh tk ldsA çkf/kdj.k dk;ZØe rS;kj djds
blds fy, dk;Z djrk jgk gS] tgk¡ fofHkUu dk;ks± ds
fy, fofHkUu egÙoiw.kZ fcUnq fu/kkZfjr fd, tkrs gSa
rkfd çkf/kdj.k ç'kkflr ewY; fu/kkZj.k ls tksf[ke
ewY; fu/kkZj.k dh vksj laØe.k dh fuxjkuh dj ldsA

flrEcj ds vkjfEHkd fnuksa esa gesa u, lnL;
¼xSj&thou½] Jh ds- ds- Jhfuoklu dk çkf/kdj.k esa
Lokxr djus dk volj feyk ftuds ikl m|ksx ds
rduhdh vkSj dkuwuh ekeyksa vkSj gky esa ç'kqYd
ijke'khZ lfefr (TAC) ls lacaf/kr ekeyksa dk
vR;kf/kd vuqHko gSA os fnu&çfrfnu vk/kkj ij
ç'kqYd eqfDr çfØ;k esa gekjk ekxZn'kZu djsaxsA ge
tuZy ds bl vad ds ek/;e ls Hkh mudk gkfnZd
Lokxr djrs gSaA

tuZy ds vxys vad esa ns'k esa miyC/k dqN ,slh
lkekftd lqj{kk ;kstukvksa dk C;ksjk fn;k tk,xk
tks chek çd̀fr dh gSaA blls gesa ml lqj{kk ra= dh
çd̀fr vkSj dk;Z{ks= dk Kku feysxk ftldh ns'k dks
gekjs yksxksa ds fy, foÙkh; LFkkf;Ro vkSj lqj{kk ds
fy, ryk'k gSA



“ ”pkgs ge la;qDr m|e dk xBu djus ds fy,
rS;kj gksa] fQj Hkh dkuwu gesa bldh vuqefr ugha nsrk

D;ksafd ykW;M~l ,d ckt+kj gSA ge ;g vk'kk djrs gSa fd
Hkkjrh; ljdkj ykW;M~l dh lajpuk dks igpkus vkSj varr%

gesa chek {ks= esa ços'k djus dh vuqefr ns----
ge çR;{k chek vkSj iquchZek &

nksuksa esa #fp j[krs gSaA

ykWMZ ihVj ysohu] v/;{k]
ykW;M~l vkWQ yaMu

Hw$N> Vmo bmoJ H$h|Jo

iw¡th dh ykxr chekdrkZvksa
dh ykHkçnrk ifjHkkf"kr djus esa ,d

egRoiw.kZ Hkwfedk fuHkkrh gS vkSj gkehnkjh dh
ykHkçnrk ykHkçn mPp fodkl vkSj Ápkyuksa

ds iSekus ds lkFk fuos'kd ds fo'okl
dh ,d egÙoiw.kZ pkyd gSA

fLol js dh uohure flXek fjiksVZA

vki laHkor;k tksf[ke lekIr
ugha dj ldrs] ¼ij½ lEiw.kZ m|ksx

bldh ?kVukvksa dks de djus ds fy,
cgqr vf/kd ifjJe dj jgk gSA vki ges'kk ml

fnu fcYdqy 'kq) lwpuk çkIr ugha dj ldrs] ftl fnu
vki bdkbZ ewY; fu/kkZfjr djus tk jgs gSaA

Jh LVho lkseksx;h] lnL;] vkLVªsfy;u çqMsfU’k;y fofu;eu
çkf/kdj.k (APRA) xyr ewY; fu/kkZj.k dh ?kVukvksa

ds ckjs esa] ftudk ;ksx eq[; :i ls bdkbZ;ksa
ds ewY; ds laca/k esa gky ds o”kks± esa

240 fefy;u vkLVªsfy;u MkWyj
ls vf/kd jgk gSA

gkehnkjh vkSj chek O;olk; dks nt+kZ
nsus dk dk;Z O;kolkf;d fodkl dk;Z ls eqDr gksuk
pkfg, vkSj bls O;kolkf;d fodkl dk;Z dk lgk;d

ugha cukuk pkfg,A

Jh lh- ,l- jko] v/;{k] IRDA Hkkjr esa xSj&thou
chek esa ç’kqYd eqDr O;oLFkk ds fy,

dk;ZØe dh :ijs[kk crkrs gq,A

ekSle oSKkfud vuqla/kku esa ;g
vuqeku yxk;k x;k gS fd lHkh vkfFkZd dk;ks± dk

80 çfr'kr dkjksckj vkSj ykHkçnrk ekSle ij fuHkZj gSA

uokpkj vkSj chek laca/kh :>kuksa ds laca/k esa
E;wfu[k js fjiksVZ

ge Qeks± ls bl fl)kar dk ikyu
djus dh vis{kk djrs gSa fd mUgsa vius xzkgdksa

ij mfpr /;ku nsuk pkfg, vkSj muds lkFk fu"i{k
O;ogkj djuk pkfg,A vf/kdk¡'k Qeks± dk ,slk djus dk

mn~ns'; gS & vkf[kjdkj vius xzkgdksa ds lkFk fu"i{krk dk
O;ogkj u djuk okf.kfT;d :i ls mi;qDr ugha gksxk &

ij ge vHkh Hkh ,sls mnkgj.k ns[krs gSa] tgk¡ ,slk ugha gksrkA

Jh Dykbo fczvkWYV] çca/k funs’kd]
[kqnjk ckt+kj] foÙkh;
lsok,¡ çkf/kdj.k
(FSA), UK
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Jh esF;w o?khZl] lnL; ¼xSj&thou½] IRDA 22 eghuksa dh lsok ds ckn 31 vxLr dks lsokfuo`Ùk gq,A

,d Lokxr;ksX; dk;ZHkkj
Jh o?khZl us viuh dk;kZof/k ij
larks"k ds lkFk ns[krs gq, dgk fd
mUgksaus ;g tkurs gq, ;g dke
laHkkyk fd ,d u;k m|ksx vkSj
,d u;k fofu;ked dk;Z djus ds
fy, ,d jkspd vkSj pqukSrhiw.kZ
ÁLrko gksxkA os dgrs gSa fd ;gk¡
vkSj fons'k esa m|ksx esa 36 o"kZ rd
dke djus ds ckn ;g ,d Lokxr
;ksX; dk;Z FkkA gSnjkckn fLFkr
dk;ZLFky esa xksYQ [ksyus ds fy,
csgrjhu okrkoj.k Fkk vkSj blfy,
;g cgqr vPNk yxrk Fkk!

os dgrs gSa fd ;g dk;Z cgqr O;Lrrk
okyk Fkk ij xzkgdksa vkSj VªsM ;wfu;uksa
dh vksj ls dke dk dksbZ ncko
ugha FkkA os g¡lrs gq, ;g dgrs gSa
fd bl çdkj lfefr dh cSBdsa
vkSj fjiksVs± ,slh ubZ phtsa Fkh] ftuds
os vH;Lr gks x, gSaA

tks igyh ckr os çkf/kdj.k esa vius
dke ds ckjs esa ;kn djuk pkgsaxs]
og gS & LokLF; ches ds fy, r`rh;
i{kdkj ç'kkld ¼LokLF; lsok,¡½
(TPA) ç.kkyh dks ljy cukukA os
vkjfEHkd fnu Fks vkSj ogk¡ 'kq:vkrh
leL;k,¡ FkhaA ßxzkgd ;g vuqHko
djrs Fks fd muls TPA lsokvksa ds
fy, vf/kd iSlk olwyk tk jgk gS

vkSj dEifu;k¡ ;g eglwl djrh
Fkha fd IRDA usa mUgsa bu u,
lsok çnkudrkZvksa dk mi;ksx djus
ds fy, foo'k dj fn;k gSA ç.kkyh
dh 'kq:vkr djus okyk IRDA
blds egÙo ls çHkkfor Fkk ij
mlus ;g vuqHko fd;k fd blds
fy, csgrj tk¡pksa vkSj larqyuksa dh
vko';drk gSAÞ

Jh o?khZl esa ,sls ifjn`'; esa
i.k/kkjdksa dks ,d nwljs ls
ckr djus ds fy, çsfjr
fd;k vkSj /khjs&/khjs ekeys
dk lek/kku dj fn;kA
vc yxHkx 70 çfr'kr
leL;kvksa dk lek/kku
gks x;k gS vkSj ç.kkyh
fofHkUu :iksa esa ykHk
çnku dj jgh gS]
ftle s a  ;g rF;
lfEefyr gS fd vc
85 çfr'kr nkok vk¡dM+s
TPA ç.kkyh ds ek/;e
ls çkIr fd, tk jgs gSa
tks dsoy csgrj gkehnkjh
vk Sj nkok çc a/ ku e s a
;ksxnku dj ldrk gSA

LokLF; chek ckt+kj vkSj mRikn
ds fodkl ds laca/k esa dh xbZ igysa

Hkh dqN ,slh ckrsa gSa] ftu ij og
okil larks"k ds lkFk ns[krs gSaA
LokLF; chek laca/kh dk;Zny us u,
mRikn fodkl & tSls igys ls
ekStwn jksxksa ds fy, chek lqj{kk &
vkSj mu Lora= LokLF; chek
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ç’kqYd eqfDr dSls dh tk, vkSj
m|ksx ds loksZÙke fgrksa dks dSls

cuk, j[kk tk,] xSj thou
chek m|ksx ds laca/k esa
fofu;ked dh ,d eq[;

vklUu fpark gSA

dEifu;ksa ds fy, lwpuk laxzg vkSj
ekudksa dk fodkl djus ds laca/k esa
dk;Z fd;k] ftuds fy, mUgsa vkfFkZd
:i ls O;ogk;Z cukus vkSj muds
ços'k dks çksRlkfgr djus ds mik;
ds :i esa ek¡x fuEurj ços'k iw¡thxr
ekudksa ds fy, FkhA

os dgrs gSa fd nykyh ds okrkoj.k
esa ifjorZu pj.kc) :i ls tkjh
jgsaxsA ml ckt+kj dks vc O;kid
cuk fn;k x;k gS ftldk nyky
mi;ksx dj ldrs gSa vkSj çkIr
djus ds fy, vc muds ikl u,
{ks= gSaA os Li"V djrs gSa fd ik¡p
çfr'kr fo'ks"k NwV fo'ks"k dkj.kksa
dh otg ls j[kh xbZ gSA buesa ls
,d dkj.k ;g gS fd dksbZ ifjorZu
lHkh i.k/kkjdksa ds fy, leku gksuk
pkfg, vkSj fdlh ,sls ykHk dks ugha
gVk;k tk ldrk] ftls dksbZ i{kdkj
dbZ n'kdksa ls çkIr djrk jgk gSA
bldk ,d vU; dkj.k ;g gS fd
NwV dh lqfo/kk dks j[kus ls mu
ekeyksa dks n`<+rk ls LFkkfir djus
esa lgk;rk feysxh tgk¡ nyky ewY;
;ksftr djrs gq, ns[ks tkrs gSa &
vFkkZr ;fn dksbZ chfer i{kdkj
nyky dh lsokvksa dk mi;ksx djrk
gS vkSj blfy, NwV NksM+ nsrk gS]
rks blls nyky ds ijke'kZ dk ewY;
LFkkfir gksrk gSA

Jh o?khZl dgrs gSa] ßge ;g pkgrs
Fks fd ,slk ckt+kj dh 'kfDr;ksa ds
ek/;e ls gks] u fd vkns'k }kjkAÞ
ij os ç/kku chek ifj"kn esa mlds
fy, vHkh"V Lo&fu;ked dh Hkwfedk
gkFk esa ysus dh çxfr esa deh ls
uk[kq'k gSaA mls 'kh?kz gh ;g Hkwfedk
viukuh gS D;ks afd mls ekud
fu/kkZfjr djus ds fy, dk;Z djus
gSa] vkSj dbZ eqn~nksa ij dkjZokbZ djuh

gS] ftuesa vU; i.k/kkjd laxBuksa
ds lkFk ckt+kj O;ogkj lfEefyr gSA

ßpj.kksa esaÞ ç'kqYd eqDr djus ds
fy, Hkh ea= gSA os dgrs gSa] ß;g
dbZ o"kks± ls ,d fefJr ckt+kj jgk
gS vkSj vpkud ifjorZu djus ds
fy, mnkjhdj.k ds ckn ;s vkjfEHkd
fnu gSaA çkf/kdj.kksa ds xfr'khy gksus
ij çkf/kdj.k ,d ,sls ckt+kj esa
,d gh ckj esa ç'kqYd gVkus dh
ctk, ckt+kj dks fLFkj djuk pkgsxk]

tks ge lksprs gSa fd fofHkUu pj.kksa
ij lwpuk vkSj gkehnkjh dkS'kyksa ds
vHkko dks ns[krs gq, blds fy,
rS;kj ugha gSA

os dgrs gSa fd bl o"kZ esa igys
esjhu gy dh njksa ls ç'kqYd gVkuk
¼uCcs ds n'kd ds vafre o"kks± esa
O;olk; dh fofHkUu Jsf.k;ksa esa ç'kqYd
eqfDr ds çxkeh] NksVs mik; Hkh½
vuqHko çkIr djus ds volj gSaA

os fu"d"kZ fudkyrs gSa fd ç'kqYd
eqfDr dSls dh tk, vkSj m|ksx ds
loksZÙke fgrksa dks dSls cuk, j[kk
tk,] xSj thou chek m|ksx ds
laca/k esa fofu;ked dh ,d eq[;
vklUu fpark gSA os dgrs gSa fd
fofu;ked dks eqn~nksa dh tk¡p djus
vkSj mls ijke'kZ nsus ds fy,
v/;;u lewgksa dk xBu djrs gq,
m|ksx esa fo'ks"kKrk dk mi;ksx
djuk pkfg,A

lsokfuo`Ùk thou ds fy, mudh
çkFkfedrk Hkkjr ;k fons'k es a
v a ' kdk fyd vk/ k kj ij d qN
fofu;ked dk;Z djuk gS vkSj os
ijke'kZnk=h Hkwfedkvksa dh Hkh [kkst
dj jgs gSaA ij 38 o"kZ dke djus
ds ckn mudh igyh çkFkfedrk gS
&ßifjokj ds lkFk le; fcrkvks!Þ
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peye Vh-ds- csuthZVh-ds- csuthZVh-ds- csuthZVh-ds- csuthZVh-ds- csuthZ  ves DeeF&Deej[eerS pJee@Fve efkeÀ³ee lees Gvnesves Hee³ee efkeÀ nj efove kegÀí ve³ee meerKeves keÀer pe©jle nw~

efJeefve³eecekeÀ keÀe efJekeÀeme SJeb Òemeej nesvee ®eeefnS

tc Jh Vh-ds- csuthZ us Hkkjrh;
thou chek fuxe esa lsok djus
ds i'pkr vxLr 2003 ds e/; esa
IRDA  esa lnL; ¼thou½ ds
:i esa dk;ZHkkj laHkkyk] rc mUgksaus
;g ik;k fd dke ds fy, ̂çfrfnu
ds Kku^ dh vko';drk gSA

4 vxLr dks dk;kZy; dks fufnZ"V
djrs gq, os ;kn djrs gSa fd
fofu;ked dh thou vof/k esa
;g ,d egÙoiw.kZ pj.k FkkA
fofu;eu dk ys[ku pj.k lekIr
gks pqdk Fkk vkSj vc fuxjkuh dh
'kq:vkr djus dh rS;kjh djus
dk le; FkkA ß;fn ge ;g dke
vPNh rjg ugha djrs] rks m|ksx
dk lgh fodkl ugha gksxk vkSj
ckn esa pht+ksa dks cnyuk vklku
ugha gksxkAÞ

fdlh dEiuh dh foÙkh; 'kfDr;k¡
vkSj fuos'k dk lafoHkkx mldh
_.k&'kks/k {kerk ftruk egÙoiw.kZ
gS ij ;g ckr Hkh egÙoiw.kZ gS
fd os ckt+kj LFky esa fdl çdkj
O;ogkj djrs gSaA ßbldk vuqeku
djrs gq, fofu;ked ,d vf/kd
egÙoiw.kZ Hkwfedk vnk djrk gS]Þ
os fVIi.kh djrs gSaA

os ,d mnkgj.k ds :i esa fiNys
o"kZ dh lekfIr ij fcØh esa foiFkuksa

vkSj eq[; O;fDr chek ikWfyfl;ksa
dks okil djus dks ;kn djrs gSaA
ikWfylh/kkjd dks vkjEHk esa dbZ
ikWfyfl;ka lkSaih xbZ vkSj geus
;g ik;k fd cSad çR;{k :i ls
çhfe;eksa dk foÙkiks"k.k dj jgs
Fk sA blds vykok vfrfjDr
bdkb;k¡ NwV ij vkcafVr dh tk
jgh FkhA ;fn ,sls nq#i;ksx dks
rqjUr ugha jksdk tkrk] rks
blds ifj.kkeLo:i ckt+kj
dk s u qdlku ig q ¡p sxk ]
blfy, fofu;ked dks
dBksj gksuk pkfg,A

m|ksx çHkko'kkyh fodkl
njksa ds lkFk cgqr vPNk
dk;Z dj jgk gS ij buds
lkFk de ç'kaluh; igyw
Hkh gS a ] os dgrs gS aA
oS;fDrd çca/kdks a ij
cgqr vf/kd ncko gS vkSj
os dk;Z fu"iknu fn[kkus
ds fy, foi.ku vk Sj
çfØ;kRed ;qfDr;ksa dk
lgkjk ysrs gSaA

ßeq>s uhfr;ksa }kjk fn, tk ldus
okys fun'kZuksa ij /;ku fn, fcuk
bu ij çfrykHk dh mPp njksa dk
opu nsus ds }kjk O;kid dqfcØh
dk Mj gSA bldk irk yxkuk ;k

fl) djuk dfBu gSA eSa lksprk
gw¡ fd gesa ,d ,slh fcØh çfØ;k
çys[ku ç.kkyh dh vksj dk;Z
djuk pkfg, tks ,d ikjn'khZ
fjdkMZ dh O;oLFkk djsxhAÞ
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ge uSxe ,tsaV ç.kkyh dks ljy
cukus ds laca/k esa Hkh dk;Z djrs
jgs gSa] tgk¡ geus mi&,tsaVksa dks
fu;qDr djus tSlh i)fr;k¡ ns[kha
ftudk fofu;e O;Dr :i ls fu"ks/
k djrs gSa] os dgrs gSaA

bll s o s  fo fu;ked }kj k
çHkko'kkyh fuxjkuh djus ds fy,
lk/ku lEifÙk ij igq¡p tkrs gSaA
os dgrs gSa fd IRDA esa lalk/kuksa
dh deh gS vkSj fofu;ked dks
bruk mnkj gksus dh vko';drk
ugha gSA ßgesa vius drZO;ksa dk
çHkko'kkyh <ax ls fuokZg djus ds
fy, egÙoiw.kZ uxjksa esa dk;kZy;ksa
vkSj i;kZIr fo'ks"kK deZpkfj;ksa
ds ckjs esa lkspus dh vko';drk
gSAÞ

çkf/kdj.k esa vius nks o"kZ ds
dk;Zdky dh vksj eqM+dj ns[krs
gq, Jh csuthZ thou chek ifj"kn
dks lfØ; djus dks ;kn djrs gSa]
ftldh Hkfo"; dh Hkwfedk ,d
Lo&fofu;ked laxBu dh Hkwfedk
vnk djuk gksxhA ßbl pj.k ij
igq¡pus esa nks o"kZ yxsaxs]Þ os dgrs
gSa] ij blus ;g fu.kZ; ysrs gq,
eq[; O;fDr chek ds nq:i;ksx
dks jksdus ds ekeys esa viuh {kerk
n'kkZbZ gS fd ;s dsoy lkof/k

ikWfyfl;k¡ gksuh pkfg,a u fd
bdkbZ ls lacaf/krA

,d vU; igy ftlesa os layXu
Fks vkSj ftls os larks"k ds lkFk
eqM+dj ns[krs gSa & og gS ,tsaVksa
dh çf'k{k.k ç.kkyh dks ljy
cukukA ß,tsaVksa dk çf'k{k.k ,d
cf<+;k fopkj gS ij blus ,slk
:i ys fy;k fd çf'k{k.k ;k
ijh{kkvksa esa vf/kd vuq'kklu ugha
FkkA lHkh lacaf/kr i{kdkjksa us bl
ç.kkyh dh ea'kk dh foQyrk esa
;ksxnku fn;k D;ks afd mUgks aus
O;olk; dk fodkl djus ds fy,
'kh?kz rSukrh ds i{k esa mfpr :i
ls çf'kf{kr ,tsaVksa ds egÙo dh
mis{kk dhA fuxjkuh vkSj fujh{k.kksa
ds ckn bu dkeksa dks fu;af=r
fd;k x;k gS vkSj dqN laLFkkvksa
dk ykblsal eqDr dj fn;k x;k
gSAÞ

muds fy, larqf"V dh ,d vU;
ckr y?kq chek ds fy, fofu;eksa
dk fodkl jgh gSA ßns'k dks ,d
,sls eap dh vko';drk gS ftlij
y?kq chek dk fodkl fd;k tk
lds]Þ os dgrs gSaA ,d ,slh
ç.kkyh tks xjhch dh js[kk ls
dqN gh Åij dh tula[;k dh
vkink ls j{kk djsxhA

ftl pht ij os fujk'kk ds lkFk
ns[krs gSa] og ;g gS fd dk;ZLFky
dh fujh{k.k çfØ;k vHkh rd iwjh
rjg LFkkfir ugha dh xbZ gSA
ßgesa igys gh 'kq:vkr dj ysuh
pkfg, Fkh vkSj gesa fiNys ekpZ
dh xyfr;ksa tSlh dqN xyfr;ksa
ls cpuk pkfg, Fkk]Þ os [ksn O;Dr
djrs gSaA

ßgekjs ;gk¡ O;kid fujh{k.k foHkkx
gksus pkfg,a vkSj gesa dqN lalk/
kuksa dks ckgj lkSaiuk pkfg, vkSj
dqN dk vius laxBu esa gh fodkl
djuk pkfg,]Þ os lq>ko nsrs gSaA

mRiknksa ds laca/k esa os bl ckr dks
ns[krs gq, thou chek dEifu;ksa
dks LokLF; laca/kh ikWfyfl;k¡ cspus
esa leFkZ cukus okyh dqN igysa
ns[kuk pkgsaxs fd ,tsalh ds dk;Zcy
esa [kqnjk mRikn fcØh dh {kerk
gS vkSj oS;fDrd xzkgdksa dk usVodZ
gSA ß;g volj ,tsalh ds dk;Zcy
esa rkdr Qw¡d ldrk gS]Þ os dgrs
gSaA

Jh csuthZ us lsokfuo`fÙk ds ckn
gSnjkckn esa Ng eghus fcrkus ds
ckn dqN is'ksoj dk;Z djus dh
;kstuk cukbZ gSA
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SkeÀ Òeeke=ÀeflekeÀ efJeheoe keÀe heefjCeece keÀeHeÀer Ye³eevekeÀ

nes mekeÀlee nw~ eEpeoieer keÀer leyeener, mebheefÊe³eeW keÀe

vegkeÀmeeve, Dee³e keÀe vegkeÀmeeve meeLe ner Dev³e DeefleefjkeÌle

Ke®ex, Fve meYeer hej Òeeke=ÀeflekeÀ efJeheoe keÀe keÀeHeÀer Demej

heæ[lee nw~ DeYeer neue ner ceW oef#eCe Yeejle ceW megveeceer ves

keÀnj yejHee³ee~ ³en SkeÀ Ssmee cebpej Lee pewmes YeieJeeve

ves Ðejleer kesÀ SkeÀ efnmmes hej De®eevekeÀ ³eg× ÒeejbYe keÀj

efo³ee Lee~ megveeceer keÀe ³en ÒekeÀeshe Fleveer Deemeeveer mes

veneR Yeguee³ee pee mekeÀlee nw~ ³en SkeÀ keÀuhevee kesÀ hejs

¢M³e Lee, mecegê ves meye kegÀí Deheves Deboj efveieue

efue³ee~ Fme ÒekeÀeshe mes ngF& neefve keÀer YejheeF& nesves ceW

keÀeHeÀer mece³e ueie peeSiee leLee meeLe ner keÀeHeÀer Oeve

Yeer ueiesiee~

Debleje&ä^er³e yeercee meceepe ves Fme ÒekeÀeshe keÀes keÀeHeÀer

iebYeerj ceevee nw~ yeercee kebÀheefve³eeW keÀes Fme efJeheoe ceW cejs

ueesieeW keÀes 500 efceefue³eve [e@uej mes DeefOekeÀ osves heæ[s

nQ~ peneB yeerceeOeejkeÀ kesÀ íesìs meceepe ceW    peesefKece

peeie©keÀlee keÀer kegÀí keÀceer osKeer ieF&, pees ueesie FmekesÀ

Òeefle peeie©keÀ Les, GvneWves ueesieeW keÀes FmekesÀ yeejs ceW

kegÀí yeleeves ceW Yeer keÀesF& ©ef®e veneR efoKeeF&~ yeeæ{ nes,

YetkebÀhe nes ³ee efHeÀj megveeceer, yeercee kebÀheefve³eeW keÀes veF&

³eespeveeDeeW hej efJe®eej keÀjvee nesiee leeefkeÀ ueesieeW keÀes

Fve ogKeo mece³e ceW yeercee keÀe kegÀí ueeYe efceue mekesÀ~

yeercee keÀes FmekesÀ efueS Deheves peesefKece ÒeyebOeve ceW Yeer

keÀeHeÀer yeoueeJe keÀjvee nesiee~

yeerceekeÀlee&DeeW keÀes ncesMee mes ner ³en ceeuetce jne nw

efkeÀ ³en GheceneÜerhe Òeeke=ÀeflekeÀ efJeveeMe keÀe meecevee

keÀjlee ner jnlee nw, ®eens Jen yeeæ{ nes, YetkebÀhe ³ee efHeÀj

megveeceer~ SkeÀ efJeMes<e yeercee keÀJej pees ueesieeW keÀes Fve

cegefMkeÀueeW keÀer Ieæ[er ceW ueeYe os mekesÀ, kesÀ efvecee&Ce keÀer

DeeJeM³ekeÀlee nw~ FmekesÀ efueS peesefKece SJeb Òeerefce³ece

keÀe hegve: DeebkeÀueve keÀjvee nesiee Deewj ìwefjHeÀ S[JeeFpejer

keÀcesìer Fmes keÀeHeÀer mener lejerkesÀ mes efve³ebef$ele keÀj mekeÀleer

nw~ Fme keÀJejspe kesÀ efueS ueeieg MeleeX keÀe Yeer Kegueemee

nesvee ®eeefnS~

obies, næ[leeue SJeb DeelebkeÀJeeo G®®e ÞesCeer kesÀ

meeceeefpekeÀ peesefKece ÒeesHeÀeFue nw~ yeeæ{ keÀe peesefKece,

YetkebÀhe SJeb Dev³e Ssmes G®®e ÞesCeer kesÀ peesefKece nQ, pees

Òeke=Àefle Üeje ÒeoÊe nw~ hejbleg yeerceekeÀlee&DeeW Üeje Fme

ÞesCeer kesÀ efueS efkeÀ³ee ie³ee keÀJej Dehe³ee&hle nw~

Jele&ceeve ceW Fve Òeeke=ÀeflekeÀ efJeheoeDeeW kesÀ efueS Yeejle

ceW keÌ³ee efmLeefle nw? megveeceer ceW Dehevee meye kegÀí leyeen

keÀj ®egkesÀ ueesieeW kesÀ efueS yeercee kebÀheefve³eeW Üeje keÌ³ee

efkeÀ³ee pee jne nw? YeefJe<³e ceW yeercee kebÀheefve³eeW kesÀ

efueS FmekesÀ efueS keÌ³ee ³eespeveeSB nQ? Jes keÌ³ee keÀj

mekeÀleer nQ? ³eneB SkeÀ efJeÍues<eCe kesÀ ceeO³ece mes FmekesÀ

yeejs ceW SkeÀ efJeJejCe efo³ee pee jne nw~

leyeener kesÀ yeeo ueesieeW keÀer efveieenW meerOes yeerceekeÀlee&

keÀer Deesj peeleer nw~ ueesie ³en mecePeles nQ efkeÀ yeercee

kebÀHeefve³eeæB GvnW vegkeÀmeeve mes ye®ee mekeÀleer nw leLee Jes

ueesie DeHeves Üeje keÀjeF& ieF& yeercee jkeÀce keÀer Òeleer#ee

keÀjves ueieles nQ~ Òeeke=ÀeflekeÀ efJeheoe keÀer heefjefmLeefle ceW

ueesieeW keÀer ceoo kesÀ efueS lelkeÀeue keÀe³e& keÀjves Jeeueer

yeercee kebÀheveer yeepeej ceW Deheveer meeKe keÀes yeæ{eleer nw

leLee meeLe ner yeercee GÐeesie keÀes Yeer yeæ{eJee efceuelee nw~

keÌ³ee yeercee kebÀHeefve³eeB Gve GcceeroeW Hej Kejer Glej Heeleer

nw? SkeÀ yeerceekeÀlee& keÀes leyeener kesÀ mece³e ve efmeHe&À

ueesieeW keÀes yeercee keÀer jkeÀce GheueyOe keÀjeves ceW peuo

mes peuo ceoo keÀjveer ®eeefnS, yeefukeÀ ³en Ghee³e Yeer

efkeÀ³ee peevee ®eeefnS efkeÀ ³en mejuelee mes mebhevve nesvee

®eeefnS~ FmekesÀ efueS yeerceekeÀlee& keÀes he³ee&hle ³eespevee

lew³eej keÀjveer nesieer~

Jes ueesie efpevnW Yeejle ceW yeercee efJekeÀeme kesÀ ®ejCeeW

kesÀ yeejs ceW peje mee Yeer ³eeo nw, GvnW %eele nesiee efkeÀ,

obieeW SJeb næ[leeue kesÀ efueS efkeÀ³ee ie³ee yeercee keÀJej

HeÀe³ej hee@efuemeer hej ner DeefleefjkeÌle Òeerefce³ece Lee~

keÀF& yeerceeOeejkeÀeW ves Fmes ¬eÀ³e veneR efkeÀ³ee keÌ³eeWefkeÀ

yeercee keÀes SkeÀ DeefleefjkeÌle Ke®ex kesÀ ©he ceW osKee peelee

Lee ve efkeÀ efJeÊeer³e megj#ee keÀer vepej mes~ osMe ceW ueieeleej

obies nesves ueies~ keÀF& ogkeÀeveW SJeb IejeW keÀes vegkeÀmeeve

hengB®ee³ee ie³ee, FveceW mes keÀF& keÀe efjmkeÀ keÀJej veneR

Lee~ leye mejkeÀej kesÀ DeeosMe mes Fmes HeÀe³ej keÀJej kesÀ

meeLe peesæ[e ie³ee~ FmekesÀ efueS HeÀe³ej hee@efuemeer keÀes

heefjJee|lele efkeÀ³ee ie³ee~ peye hebpeeye SJeb GÊej-hetJeea

osMeeW ceW DeelebkeÀJeeo efmej ®eæ{keÀj yeesueves ueiee lees

yeiewj efkeÀmeer DeefleefjkeÌle Òeerefce³ece kesÀ Fmes HeÀe³ej keÀJej

kesÀ meeLe peesæ[ efo³ee ie³ee~ 11 efmelecyej keÀer Ieìvee

kesÀ he½eele Fme ³eespevee keÀes nìe efue³ee ie³ee Deewj

yeercee OeejkeÀ keÀes Fme ³eespevee keÀe HeÀe³eoe G”eves kesÀ

efueS DeefleefjkeÌle Òeerefce³ece osves keÀes keÀne ie³ee~ Fmemes

yeerceeIeejkeÀeW keÀes keÀeHeÀer OekeÌkeÀe hengB®ee Deewj GvnW

ueiee efkeÀ yeercee keÀebìŝkeÌì keÀes keÌ³ee Fme ÒekeÀej Deemeeveer

mes leesæ[e pee mekeÀlee nw~ Dele: FmekeÀer efJeéemeveer³elee

hej meJeeue G”ves Meg© nes ieS~ cee®e& 2001 lekeÀ

yeeæ{ SJeb ®e¬eÀJeele mes ngS vegkeÀmeeve kesÀ efueS HeÀe³ej

hee@efuemeer hej ner DeefleefjkeÌle Òeerefce³ece efo³ee peelee Lee~

cee®e& 2001 mes Fmes HeÀe³ej Òeerefce³ece kesÀ meeLe ner

Meeefceue keÀj efue³ee ie³ee, ³eeefve DeefleefjkeÌle Òeerefce³ece

osves keÀer DeeJeM³ekeÀlee veneR jner~ ³eneB yeerceekeÀlee& ves

Deheves yeerceeOeejkeÀeW keÀer megj#ee SJeb HeÀe³eos keÀes O³eeve

ceW jKee leeefkeÀ nj efkeÀmeer keÀes efJeÊeer³e megefJeOee cegnw³ee

keÀjJee³eer pee mekesÀ~ Fme ÒekeÀej meceepe keÀes  FmekeÀe

SkeÀ yeerceekeÀlee& keÀes leyeener kesÀ mece³e ve

efmeHe&À ueesieeW keÀes yeercee keÀer jkeÀce

GheueyOe keÀjeves ceW peuo mes peuo ceoo

keÀjveer ®eeefnS, yeefukeÀ ³en Ghee³e Yeer

efkeÀ³ee peevee ®eeefnS efkeÀ ³en mejuelee mes

mebhevve nesvee ®eeefnS~ FmekesÀ efueS

yeerceekeÀlee& keÀes he³ee&hle ³eespevee lew³eej

keÀjveer nesieer~
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meYeer ueesieeW keÀes yeercee keÀe ueeYe efceues

FmekesÀ efueS ceeref[³ee keÀes Yeer he³ee&hle

YetefcekeÀe efveYeeveer nesieer~ yeerceeOeejkeÀ keÀes

peesefKece keÀce keÀjves kesÀ Ghee³e yeleevee

leLee meeLe ner keÌuesce kewÀmes efkeÀ³ee peeS,

³en yeleevee DeeJeM³ekeÀ nw~

HeÀe³eoe efceuevee ÒeejbYe nes ie³ee~ megveeceer Deeves keÀe

ÒecegKe keÀejCe YetkebÀhe nw~ lees keÌ³ee FmekeÀe keÀJej efmeHe&À

Gve ueesieeW keÀes efceuevee ®eeefnS, efpevneWves YetkebÀhe kesÀ

efueS keÀJej efue³ee ngDee nw~ pees ueesie yeeæ{ kesÀ efueS

keÀJej keÀjeS nQ, GvnW keÌ³ee efceuesiee~ keÌ³eeW vener Òeeke=ÀeflekeÀ

efJeheoeDeeW mes ngF& neefve keÀes SkeÀ ner Jeie& ceW jKee peeS~

neefve ®eens yeeæ{ mes ngF& nes, ³ee efHeÀj YetkebÀhe mes, ³ee

pJeeueecegKeer kesÀ HeÀìves mes ³ee efHeÀj Dev³e Òeeke=ÀeflekeÀ

Deeheoe~ FvekesÀ efueS SkeÀ ner yeercee keÀJej nesvee ®eeefnS~

megveeceer keÌ³ee nw- YetkebÀhe, yeeæ{ ³ee efHeÀj pJeeueecegKeer

efJemHeÀesì?

SkeÀ yeerceekeÀlee& Ssmeer HeefjefmLeefle³eesæb ceW keÌ³ee keÀj

mekeÀlee nw?

efJeHeefÊe kesÀ mece³e mebJeeo

Òeeke=ÀeflekeÀ efJeHeoe kesÀ mece³e meyemes DeeJeM³ekeÀ keÀe³e&

nw Heeræef[leeW mes yeele®eerle~ efkeÀme ÒekeÀej DeeHe GvnW mene³elee

Òeoeve keÀj mekeÀles nQ~ meYeer ueesieeW keÀes yeercee keÀe ueeYe

efceues FmekesÀ efueS ceeref[³ee keÀes Yeer he³ee&hle YetefcekeÀe

efveYeeveer nesieer~ yeerceeOeejkeÀ keÀes peesefKece keÀce keÀjves

kesÀ Ghee³e yeleevee leLee meeLe ner keÌuesce kewÀmes efkeÀ³ee

peeS, ³en yeleevee DeeJeM³ekeÀ nw~ GvekesÀ DeefOekeÀejeW

SJeb Gêejoeef³elJeeW mes GvnW DeJeiele keÀjevee nesiee~ Fmemes

yeercee ceW GvekeÀe efJeéeeme yeæ{siee~

mebkeÀì oue keÀe ieþve

yeerceekeÀlee& keÀes SkeÀ Ssmes oue keÀe ieþve keÀjvee

nesiee pees efJeHeefÊe kesÀ mece³e ueesieeW keÀes mene³elee Òeoeve

keÀj mekesÀ~ FmekesÀ efueS pees cenlJeHetCe& yeeleW nQ, GveceW

mLeeveer³e #es$e keÀer He³ee&Hle peevekeÀejer leLee oue ceW mener

ueesieeW keÀe ®e³eve nesvee nw~ pevelee keÀes Yeer FmekesÀ yeejs ceW

yeleevee nesiee leeefkeÀ pe©jle Heæ[ves Hej Jees Yeer ceoo ceW

DeHevee men³eesie os mekeWÀ~

lelkeÀeue keÀoce Gþevee

efJeHeefÊe Deeves kesÀ yeeo efpeleveer peuoer Gmemes ye®eves kesÀ

Ghee³e efkeÀS peeSæB, Glevee ner De®íe nw~ SkeÀ yeerceekeÀlee&

kesÀ Heeme Gme mece³e yeercee kesÀ meejs omleeJespe neW, ³en

DeeJeM³ekeÀ veneR nw~ yeercee kebÀHeefve³eeW keÀes SkeÀ keQÀHe Dee@efHeÀme

yeveevee nesiee~ meYeer vegkeÀmeeve keÀe pee³epee uesvee nesiee leLee

ueesieeW keÀes FmekeÀer peevekeÀejer Òeoeve keÀjveer nesieer~

oeef³elJeeW keÀe yeæBìJeeje

yeercee kebÀHeveer keÀes keÀe³e& efJeYeeefpele keÀjves neWieW pewmes

efJeÊeer³e ÒeeefOekeÀjCe keÀes keÌuesce keÀe efveHeìeje, meJex#eCekeÀlee&

kesÀ meJex#eCe Hej keÌuesce keÀe Yegieleeve, Dev³e yeercee kebÀHeefve³eeW

kesÀ meeLe men³eesie, Spesvì, meJex#eCekeÀlee& leLee keÀce&®eeefj³eeW

keÀes efoMee-efveoxMe peejer keÀjvee, He³ee&Hle HebÀ[ keÀe Fblepeece

leeefkeÀ keÌuesce keÀe mece³e Hej Yegieleeve efkeÀ³ee pee mekesÀ,

Fl³eeefo keÀe yeboesyemle keÀjvee nesiee~ meeLe ner jenle keÀe³eeX

keÀe mener meb®eeueve Yeer DeeJeM³ekeÀ nw~

Jele&ceeve ceW FmekeÀe efveheìeje kewÀmes efkeÀ³ee peeS?

 efheíues meeueeW ceW Deefive mes ngF& ogIe&ìveeDeeW kesÀ

keÌuesce ceW keÀceer DeeF& nw Deewj FmeefueS Òeeke=ÀeflekeÀ

efJeheoeDeeW keÀes FmeceW Meeefceue keÀjves mes yeercee kebÀheefve³eeW

keÀes Fmemes efkeÀmeer ÒekeÀej kesÀ vegkeÀmeeve nesves keÀer mebYeeJevee

veneR nw~ Dele: ³en YetkebÀhe nw ³ee efHeÀj yeeæ{, FmekesÀ yeejs

ceW Jeeo-efJeJeeo keÀjves mes De®íe nw efkeÀ FmekesÀ keÀevetveer

he#e keÀer Deesj O³eeve efo³ee peeS~

³eefo Fve DeeOeejeW hej yeerceekeÀlee& keÌuesce keÀe Yegieleeve

keÀjves mes cevee keÀj os lees keÌ³ee Fmemes yeercee kebÀheefve³eeW

keÀer meeKe hej keÀesF& Demej veneR heæ[siee? Deepe yeercee

kebÀheefve³eeb Fme yeejs ceW p³eeoe yeele veneR keÀj jner nw~ Jes

ueesie efpevneWves yeeæ{ keÀe keÀJej efue³ee ngDee nw, GvnW

keÌuesce keÀe Yegieleeve veneR efkeÀ³ee pee jne nw~ yeepeej keÀes

Fme hej Deheveer Òeefleef¬eÀ³ee osveer nesieer~ Deewj efpeleveer

peuoer ³en nesiee Glevee ner yeercee kebÀheefve³eeW SJeb yeercee

#es$e kesÀ efueS HeÀe³eoscebo nesiee~

keÀF& ueesie ³en mees®eles nQ efkeÀ mejkeÀej GvekeÀer ceoo

kesÀ efueS Deeies DeeSieer Deewj GvnW megj#ee Òeoeve keÀjsieer~

Deye ®egbefkeÀ yeepeej ceW GoejJeeo Dee ie³ee nw~ efvepeer

yeercee kebÀheefve³eeb Yeer yeepeej ceW nw, Jele&ceeve efmLeefle keÀeHeÀer

efYevve nw~ peneB megveeceer ves Deece pevelee keÀes keÀeHeÀer

vegkeÀmeeve hengB®ee³ee nw , JeneR yeercee kebÀheefve³eeW keÀes SkeÀ

DeJemej efceuee nw efkeÀ Jes Deheves peesefKece ÒeyebOeve keÀe

hegve: DeebkeÀueve keÀjs Deewj pevelee keÀes ³en efJeéeeme

efoueeS efkeÀ yeercee kebÀheefve³eeb GvekeÀer efJeÊeer³e megj#ee kesÀ

efueS meowJe lew³eej nw~ ³en keÀe³e& ueesieeW kesÀ efoceeie mes

megveeceer keÀer ³eeoW efvekeÀeueves kesÀ efueS ner keÀjvee nesiee~

ìwefjHeÀ S[JeeFpejer keÀcesìer (ìerSmeer) kesÀ efueS
keÀe³e&

 ìerSmeer keÀes Yeer Fme efoMee ceW keÀeHeÀer keÀe³e& keÀjves

neWies~ SkeÀ Deece Deeoceer efkeÀme ÒekeÀej peeves efkeÀ GmekesÀ

efueS keÀewve mee keÀJej Ghe³egkeÌle nw~ Yeejle ceW Òeeke=ÀeflekeÀ

DeeheoeSB keÀeHeÀer mepeie nw Deewj keÀYeer Yeer osMe kesÀ

efkeÀmeer Yeer keÀesves ceW FmekeÀe meecevee keÀjvee heæ[ mekeÀlee

nw, ®eens Jen iegpejele keÀe YetkebÀhe nes ³ee efHeÀj neue ner

ceW megveeceer keÀer Jepen mes ngF& leyeener~ peeve-ceeue keÀe

vegkeÀmeeve keÀe DeebkeÀueve keÀjvee keÀeHeÀer keÀef”ve keÀe³e&

nw, Deewj ìerSmeer Fme peesefKece keÀe DeebkeÀueve keÀjvee

nesiee leeefkeÀ YeefJe<³e ceW Deece pevelee keÀes Fve vegkeÀmeeve

mes ngF& YejheeF& efceue mekesÀ Deewj Jes Gvvele peerJeve yeerlee

mekeWÀ~ kesÀJeue peesefKece keÀe DeebkeÀueve keÀjvee ner

cenlJehetCe& veneR nw~ ³en Yeer le³e keÀjvee nesiee efkeÀ heerefæ[le

ueesieeW keÀes ³en mene³elee lelkeÀeue efceue mekesÀ~ FmeceW

osj ueieves mes FmekeÀe Jen HeÀue veneR efceue heeSiee pees

efceuevee ®eeefnS~

nce osKeles nQ efkeÀ keÀF& Ssmes keÌuesce nQ, efpevekeÀe

DeYeer lekeÀ Yegieleeve veneR efkeÀ³ee ie³ee nw~ Ssmes ceW veS

keÌuesce keÀe efveheìeje peuo nes mekesÀiee, ³en efJeéemeveer³e

veneR nw~ HeÀe³ej kesÀ meeLe Òeeke=ÀeflekeÀ efJeheoeDeeW kesÀ keÀJej

keÀes ueeieg keÀjves keÀer DeeJeM³ekeÀlee nw~

 uesKekeÀ DeeF&Deej[erS ceW keÀe³e&keÀejer efveosMekeÀ (iewj-

peerJeve) kesÀ Heo Hej keÀe³e&jle nQ~ GhejeskeÌle efJe®eej

GvekesÀ mJe³eb kesÀ nQ~
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The first two parts of this article
discussed how India can look to achieve
the goal of adequate health coverage for
its population, and how efficient
databases are a prerequisite for the
growth of the health insurance market.
The third and concluding part examines
the impact that a health insurance policy
– Individual or Group – makes on the
financial status of the household. It also
analyses the existing health insurance
scenario based on available data.

To understand whether and how
households benefit from buying health
insurance policies, we need to analyse
the premiums, sum insured and claims.
A few points of clarifications are
required before we turn to the analysis.

Firstly, to understand how the claims
vary according to premiums, we need to
restrict the data to only those who have
completed one year’s policy; else the
numbers would mis-state the
correlation of claims to premiums. Only
24 percent of the group and 37 percent
of the individual policies in the dataset
had been “complete”, in the sense that
these are the policies that had the
duration of one completed year. The
analysis on claims is therefore restricted
to these policies only.

Secondly, there are two levels in
which the analysis should be done:
Individual and Group, because the
differences between these reveal some
interesting results pertaining to policies
of insurance companies.

Finally, the analysis can be further
done at the level of either households or
individuals; in addition, for the group
policies, there can be an added angle, to
see the per capita group (eg. companies)
variables as well. We will indicate below
wherever relevant, the various
aggregates being used in the analysis.

Further, slightly less than 3 percent

of the completed Group policies and less
than 5 percent of the completed
Individual policies had put in claims. It
would be interesting to compare the rate
of morbidity from National Sample
Survey (NSS) data, to verify whether the
percentages mentioned are close to the
actual rates of morbidity in a randomly
selected sample of households. The NSS
data indicates that in urban India, the

morbidity rate was around 2 percent in
1995-96, with a range of 1-3.5 percent
depending on the income class of the
individual (Gupta, 2004). This indicates

that the Mediclaim data on claims is
very much within reasonable limits.

What kind of burden do households
face from ill health, especially
hospitalisation? The data of 1995-96
reveal that per capita annual
expenditure on acute illnesses was
around Rs. 2,000 for 1995-96 (Gupta,
2003). The price rise between these 10
years in urban non-manual employees
is about 60 percent. Thus, per capita
expenditure in today’s prices should be
around Rs. 3,200.

Keeping these statistics in mind, we
turn to Table 4, which shows per capita
individual and household premium and
sum insured for both Group and
Individual policies for all the
cardholders.

If we look at the household size,
which really means the average number
of individuals who are covered in a
household, it is 2.5 for Individual and
2.8 for Group policyholders.  The
average household size in India is five,
which immediately indicates that there
is a lot of scope for expanding coverage.
These numbers also indicate that
individual policies are being undersold
to a greater extent than Group policies.
This conclusion is even more valid if the
average household size in the general
population is greater than the size
calculated based on the employees of
the companies that go in for Group
insurance. While it cannot be

A Few Ways Forward
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A detailed study of the existing data on Mediclaim reveals that there is ample room for growth in the nation’s health
insurance market, and tapping it requires good planning and concrete efforts, write Indrani Gupta and Mayur Trivedi
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There is a general tendency
to go in for insurance only

when the health risks to the
self are becoming clearer.

This may be rational
behaviour on the part of the
individuals, but there can be

incentives built in the
premium structure for

earlier insurance and family
coverage, that can attract
younger individuals and

their families.
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Table 4: Per capita Premium and Sum Insured in Mediclaim

Per capita premium Per capita sum
insured Size

HH Individual HH Individual HH

Group 3,194 1,150 5,11,009 1,83,984 2.78

Individual 3,164 1,282 2,06,830 83,831 2.47

All 3,179 1,216 3,58,920 1,33,908 2.63
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empirically verified, it is probably true
that given the salary structure and the
kind of education and occupation of the
employees, the family size on an average
for these employees is lower than the
national average. Also, the “family
floater” option is only available in the
case of Group insurance, and it is
probably ensuring that insured
employees are able to cover most of their
family members. This implies that there
is a much greater scope of expanding
insurance in the Individual category
relative to the Group category.

Another point to note here is that
the age pyramid presented before
indicated that individuals are, on an
average, buying insurance at a much
later stage in life, unlike individuals who
are being covered under Group policies.
This, together with a lower family size
in case of Individual policies, indicates
a general tendency to go in for insurance
only when the health risks to the self
are becoming clearer. This may be
rational behaviour on the part of the
individuals, but there can be incentives
built in the premium structure for earlier
insurance and family coverage, that can
attract younger individuals and their
families.

The table shows that in case of the
Individual policies, the households are
paying a total premium of Rs. 3,164 on
an average annually, and insuring on an
average Rs. 2.07 lakh. These numbers
are Rs. 3,194 and Rs. 5.1 lakh,
respectively, for Group policies. Another
way of looking at it is not by households,
but by individuals. Per capita premium
is Rs. 1,282 for the “Individual” category
and Rs. 1,150 for “Group”. The NSS
statistics above indicated that the per
capita household expenditure on acute
illnesses is about Rs. 3,200, which
means that on an average, in the system,
individuals are saving Rs. 1,918 by
taking insurance. This picture is going
to be clearer when we look at average
claims. Of course, the actual individual
calculations of risks and benefits are
obviously done differently, but taking a
macro perspective, it seems clear that
there are benefits of being insured.

It is interesting to note that the sum
insured is much greater for Group
policies than Individual policies, though
the per capita premiums are lower. This
indicates the benefits of group pooling,
which is enabling the per capita
premiums to be lower, and which is being
somewhat lost to the individual
householders who are going in for health
insurance.

From the supply side, there is
another practical reason why the group
health premiums are lower than
individual premiums. In India, the non-
health insurance businesses, like fire,
are called “tariff” business, i.e. the Tariff
Advisory Committee lays down the
tariff rates for some of these general
insurance products, and these are the

major sources of profits for the insurance
companies. In order to attract private
sector companies to give them business
in these general insurance products,
insurance companies often offer health

insurance group policies at attractive
terms (lower premiums) as
“accommodation” business (Kalyani,
2004; Segal, 2004). This, of course, is
not an option available to individual
policyholders, who therefore lose out on
both counts – lack of pooling and non-
market related reasons of lowered
premiums.

Looking at it from the point of view
of claims, Table 5 indicates the average
claim and grant amounts for individual
policies, for only completed policies. This
is not presented for the Group policies
because of huge selection bias problems
that occurred due to primarily
elimination of errors in the dataset.

As can be seen, the average claim
amount is Rs. 13,148 for individuals and
Rs. 34,981 for households. The claims
amounts are, however, what the
policyholder puts in; for example, for the
Individual policies, the insurance
companies on an average grant Rs.
10,929 - a 17 percent reduction. In terms
of numbers, 12 percent of the individuals
put in claims and 9 percent were found
eligible for reimbursement. The
rejection rate of 33 percent (the
percentage of claims that were rejected
out of total claims) is quite moderate
and, if compared to other insurance
schemes, seems reasonable, as will be
discussed below.

How do these numbers differ across
gender? The NSS data reveals that on
an average female expenditure on acute
illness is 10 percent less than the
expenditure incurred by males. This
most probably does not indicate a true
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From the perspective of the
insurance company, it does

not seem as though the
health insurance business is
a loss-making one; in fact, it

is quite clear that if the
volume of business is

increased, the total profits
could be substantial.

Table 5: Claims, grants and premiums in Mediclaim

HH Individual

Average claim amount 34,981.65 13,148.03

Average grant amount 29,116 10,929

Average per capita premium for completed policies 2,842 1,195

Ratio of claim amount to premium 12,986

Ratio of grant amount to premium

Rejection Ratio 33
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difference in morbidity-related
expenditure, but a gender difference in
health-seeking behaviour. It is likely to
be true given the status of women in India
that lack of health coverage is likely to
affect the health seeking behaviour of
women more than men. To that extent,
greater efforts need to be made to include
women in health coverage. The per capita
premiums could not be calculated by
gender in the Individual data since the
premiums are consolidated for the
family. However, we can look at the
claims and grants data by gender to
explore whether there are any
differences.

Table 6 indicates the age and gender
distribution of individuals in the sample,
and those who submitted claims. The
rejection rate – taking into account the
grant amount – has also been calculated
by gender.

The table indicates that, on an
average, there are 10 years between the
time of taking policy and putting in
claims for both the genders. The average
age of insured individuals and those who
put in claims do not differ much between
males and females.

As for the rejection rate, there is, in
fact, a lower rejection rate for females
than for males, indicating no particular
tilt against women, as may be assumed
(52 percent of males and 48 percent of
females in the sample had put in a
claim).

The average premium for completed
policies is Rs. 1,195, compared to the
average claim of Rs. 13,148 for
Individual policies. The Third Party
Administrators (TPAs) are paid 5.5
percent by the insurance companies to
handle the insurance business; if this
cost is deducted from the premiums, and
an additional 10 percent is further
deducted as administrative and
handling costs for the insurance
company, it can be shown that the health
business can still earn about 2-3 percent
profits (as a percentage of total
premiums). The fact that the ‘grant
amount to premium ratio’ is 86 percent
also bears this out.

It would be interesting to compare
these results with the results from a few
major partnership-based schemes. In
Table 7 we look at two community health
insurance schemes, SEWA and BAIF,
both of which are being run in

professional partnerships with
insurance companies. In addition, we also
look at the schemes initiated by the
Jammu and Kashmir government for its
employees, and is essentially offering a
tailor-made group Mediclaim scheme
from NIC.

The table indicates that the per
capita premium is as low as Rs. 30 in
SEWA and as high as Rs. 2,034 for the
J & K scheme. The total volume covered
differs across the schemes, but it is clear
that a very low premium is able to
attract a large volume of business.
While the per capita claim figures are
not very revealing by themselves due to
the different designs of the schemes, the
percentage of policyholders putting in
a claim ranges between about 1 percent
to 7 percent, which is close to the
numbers indicated by the Mediclaim
data. It can safely be assumed that less
than 10 percent of policyholders will put
in claims at any given period.

In the case of Mediclaim data of
NIC, while the claims-to-premium ratio
is about 129 percent, the grants-to-
premium ratio is 86 percent. This ratio
is much less for SEWA and J&K policy,
but very similar for BAIF. The rejection
ratio is also quite high for the first two
schemes, whereas for NIC it is much
less at 33 percent. These different
numbers indicate that there are several
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Results from various
partnerships indicate that
initiatives are able to meet

the demand for claims of the
insured while not being loss
making from the insurers’

perspective.

Table 6: Gender and age in relation to claims and grants

Mean Age

Gender All individuals Individuals with claims Grant amount Claim amount Rejection rate

Male 37 48 3,55,85,427 5,62,01,187 37%

Female 36 46 3,00,12,501 4,18,17,408 28%

All 37 47 6,55,97,928 9,80,18,594 33%

Table 7: Premium, claims and grants from other schemes

SEWA1 J & K govt. BAIF scheme2

(1994-2000)  employee group (2003-04)
Mediclaim (2003-04)

Volume 2,28,572 51,617 909

Per capita premium 30 2,034 178

Per capita claim amount 2,037 43,772 2,306

% Putting in claim 0.8 2.3 7.2

PC grant 1,016 37,416 2,245

Ratio of claim amount to premium % 57 51 94

Ratio of grant amount to premium % 25 28 86

Rejection Ratio % 55 46 9



irda  Journal, October 2005 Journal, October 2005 Journal, October 2005 Journal, October 2005 Journal, October 2005 39

scenarios possible with insurance, but
also reflect the positive side of
Mediclaim, which is that it is able to
meet the demands for claims for a
majority of its policyholders. However,
it should be kept in mind here that while
the details of the SEWA scheme are
available over a period, the other two
schemes are recent initiatives. It is
essential to document such recent
innovations on a continued basis to
enable empirical analysis over time.

What do these various strands of
results indicate?

� Firstly, the NSS data revealed an
annual individual expenditure of
about Rs. 3,200. Given that the
premiums are much lower than
these, it makes sense for households
to go in for insurance.

� From the perspective of the
insurance company, it does not seem
as though the health insurance
business is a loss-making one; in fact,
it is quite clear that if the volume of
business is increased, the total
profits could be substantial.

� The age and gender structure, as well
as the size of the families covered,
indicate that there is a huge
potential to expand the health
insurance business in India,
especially among householders.

� Results from various partnerships
indicate that such initiatives are
able to meet the demand for claims
of the insured while not being loss
making from the insurers’
perspective.

This underutilised potential and
scope for a win-win situation from both
the perspective of the policyholder and
insurance company brings home another
point: can the government use this
potential in any way to encourage
further expansion of voluntary insurance
and, if yes, what kind of initiatives can
it undertake?

It has been argued elsewhere (Gupta
and Trivedi, 2004) that there are many
ways that the government can promote
increased coverage in India. One key

method is to form productive
partnerships between insurance
companies, NGOs and the government,
whether local, state or central.

While it is clear that there are
greater incentives for group insurance,
from the demand side, it leaves out those
outside this kind of formal sector
employment. It also leaves out those not
working, students, the elderly, etc. The
aim should be to cover entire
communities, so that risk and income
pooling are maximum. Since social
health insurance is limited by the extent
of organised sector employment, and
community health insurance without
outside support has problems of
sustainability, using the potential of
voluntary health insurance may be one

of the few ways forward. To do this, it is
important that a few key stakeholders
form productive partnerships.

There are already examples of some
prominent partnerships that are now
being discussed as possible models of
replicable schemes. These include NGOs
like Karuna Trust (Karnataka), SEWA
(Gujarat), Student’s Health Home
(Kolkata), Seba Hospital (Kolkata) and
Rag Pickers’ Scheme (Pune). There are
other such partnerships as well, and the
important point to note is that often
these partnerships are beyond merely
“public-private” but can be termed
“private-private” or “public-public”,
depending on who the stakeholders are.

For example, SEWA is collaborating
with ICICI – a private sector insurance

company – to extend insurance to
women. The Rag Pickers’ Scheme is a
collaboration between the Pune
Municipal Corporation and New India
Assurance Company, a public sector
company. It is imperative for the
policymakers to focus attention on these
and other not-so-prominent success
cases from the point of view of
replicability and scalability so that
greater coverage can become a reality
rather than a moving target. From the
demand side, a stepped up effort at IEC
promoting the usefulness of health
insurance is required, and once possible
initiatives are charted out, these need
to be widely publicised to achieve the
desirable results.

A summary and some conclusions
The paper looked at the growth of

voluntary insurance in India, and used
the Mediclaim data of the National
Insurance Company to arrive at some
key conclusions:

� Health coverage is still restricted to
about 10 percent of the population
in India, and there are limits to
expansion of Social Health
Insurance, social security based
health coverage, and stand-alone
Community Health Insurance.

� Extending health cover to the entire
population is one of the major ways
of achieving the Health for All
objective because it removes an
important barrier to health seeking
behaviour.

� The growth in voluntary health
insurance has been significant over
the past several years, and it is clear
that the potential for growth in
health insurance is immense.

� The expansion has been significant
in both the public and private sector
insurance companies, but the private
sector growth rates have been much
higher

However, as for market share, the
four public sector companies still
corner the greater part of the health
business.

One of the instruments that
IRDA can actually use is

mandated coverage, wherein
the companies can be

directed to undertake a
minimum amount of health

business.

THINKING CAP
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Since social health
insurance is limited by the
extent of organised sector

employment, and
community health insurance
without outside support has
problems of sustainability,

using the potential of
voluntary health insurance
may be one of the few ways

forward.
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� However, health business is still a
small part of the total non-life
insurance business in India.

� The Mediclaim data reveals that the
bulk of the policyholders are in the
age range of 40-59, which indicates
both a likely adverse selection
problem from the insurance
companies’ perspective and an
inadequate demand for insurance
from the younger age cohorts.

� The age distribution differs across
Individual and Group policies
significantly, with the Individual
policies being much more older-
cohort based than the Group policies,
where the age distribution is more
or less uniform across 20-29, 30-39
and 40-49 age categories, indicating
that the Group policies are able to
take advantage of pooling across risk
and income categories, as is
desirable.

� The gender distribution indicates
that females are probably still
passive recipients of insurance, being
covered mostly through their
husbands. This phenomenon is much
less visible in the case of Group
policies, as is expected.

� The data revealed that, on an
average, a much lower household size
is operational within policyholders
than in the population. Slightly less
than three members of a household
are being covered by insurance on an
average, compared to a household
size of greater than five in India. The
average size for Group policy is, in
fact, slightly lower compared to that
for Individual policy.

� Per capita premium and sum
insured are slightly lower in
Individual compared to Group
policies.

� Per capita individual premium for
Individual policies is Rs. 1,282 per
annum; the NSS data indicates that
the annual expenditure in the same
year could be Rs. 3,200 per capita,
indicating a substantial saving by
individuals (and therefore

households) if they go in for health
insurance.

� An analysis of the claims and grants
data indicated that the grant to
premium ratio is around 86 percent,
indicating reasonable profit for the
insurance company from health
insurance.

What are the policy implications of
these sets of results? The main result
seems to be that while health insurance
is growing significantly, it is still much
below the potential market it can
capture.  While the individuals are
clearly going to benefit from buying
insurance, it is still not a spontaneous
demand, and there are hardly any
incentives built into the current product

that will make it attractive to younger
people, the elderly or the women. It is
clear that individual householders do not
see much merit in buying health
insurance, and do so only when they
perceive tangible health risks.

The insurance companies clearly
stand to gain by expanding the market
and can offer even lower premiums if
they are able to attract more households
and individuals to the market. Tailor-
made schemes with specific incentives
to attract various segments of the
population are clearly indicated as a
business strategy, with benefits that can
be distributed to the policyholders by

way of lower premiums.

This strategy is also useful viewed
from the perspective of the country,
where lack of sufficient health coverage
seems to be hindering the achievement
of the Health for All objective.

One of the main expectations of the
opening up of the insurance sector in
India was that health insurance could
grow and become a viable option for a
majority of Indians.However, this has
not happened. It seems that the initial
momentum with the introduction of
TPAs has been lost, and health
insurance business has again taken a
back seat. The share of health in total
non-life business was about 5 percent
in 2000-01 and is at present only about
10 percent, showing a very modest
growth.This is unfortunate indeed, and
reflects on the lack of policy coherence
around health insurance issues in India.

One of the instruments that IRDA
can actually use is mandated coverage,
wherein the companies can be directed
to undertake a minimum amount of
health business. For example, the
IRDA can also think in terms of the
approach adopted in the case of rural/
social sector insurance businesses,
wherein minimum business targets
have to be achieved (Gupta et al, 2004).
Similarly, it can also mandate that a
certain percentage of total business be
health, or even better, state the
allocation of the mandated health
insurance across different sectors
(rural/urban).

The Universal Health Scheme was
a limited attempt towards this, though
without any directives on quantity or
volume. However, this scheme has
clearly not taken off. It is contended that
if the product is consumer friendly in
other aspects, as well as low cost, it is
bound to attract business. A
reasonable, well thought out product
can then be developed and marketed
through insurance companies, which can
happen with some initial compulsory
initiatives on the part of IRDA/
government, but will bring with it some
necessary innovations.
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One such innovation, which can
exploit this huge untapped potential, is
productive partnerships among
insurance companies, community based
organisations and different levels of
government. There are currently several
such instances of partnerships, where
the main beneficiaries are communities,
who get low cost health insurance.
However, such partnerships need to be
studied carefully, from the perspective
of costing and subsidies involved, as well
as from the operational and financial
feasibility angle.

Another point that may be critical
in the scaling up of such innovative
products is the reach of insurance
companies in rural and other remote
areas. Whereas the life insurance
products are different from health
insurance products, the Life Insurance
Corporation (LIC) does have a
tremendous network that can be used
to distribute newer and better health
insurance products as well. At present,
LIC offers Critical Illness policies for a
few major illnesses. LIC can however,
also be mandated to sell a certain
volume of health insurance product as
well. Needless to say, this and other such
newer initiatives would require IRDA to
take another look at its current rules

schemes do not always percolate down
even to the head offices of insurance
companies.

The insurance companies also gain
by being able to expand volume, and the
policymakers are also able to move
towards their goal of greater coverage.
Till the time the country decides to scale
up social security or some form of social
health insurance, it is imperative for it
to explore alternative channels; the
presence and growth of the voluntary
health insurance sector offers a window
of opportunity to do so, if the right moves
are made at the right time.
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GROSS DIRECT PREMIUM (within India) AUGUST, 2005

(Rs.in lakhs)

PREMIUM 2005-06 PREMIUM 2004-05 MARKET SHARE GROWTH %
FOR UPTO FOR UPTO UPTO YEAR ON

INSURER AUGUST ’05 AUGUST ’05 AUGUST ’04 AUGUST ’04 AUGUST, 2005 YEAR

Royal Sundaram 3,900.00 19,020.00 2,406.00 13,131.00 2.17 44.85

Tata AIG 5,030.99 25,330.37 3,412.23 21,132.28 2.89 19.87

Reliance General 886.25 6,609.82 1,135.16 7,364.89 0.75 -10.25

IFFCO-Tokio 6,165.63 35,037.57 2,689.41 20,233.39 4.00 73.17

ICICI Lombard 13,044.91 70,454.83 5,004.78 33,736.03 8.04 108.84

Bajaj Allianz 12,572.38 53,863.69 6,141.63 32,740.79 6.15 64.52

HDFC Chubb 1,785.04 7,765.68 1,347.45 6,666.83 0.89 16.48

Cholamandalam 1,612.44 10,708.12 1,374.60 7,529.33 1.22 42.22

New India 35,373.00 1,87,646.00 30,475.00 1,70,786.00 21.41 9.87

National 28,202.87 1,49,950.19 29,495.83 1,57,883.55 17.11 -5.02

United India 24,437.00 1,38,964.00 24,087.00 1,35,620.00 17.11 -5.02

Oriental 24,391.00 1,49,209.00 22,635.00 1,33,675.00 17.02 11.62

ECGC 4,145.43 21,941.44 3,672.12 19,980.38 2.50 9.81

TOTAL 1,61,546.94 8,76,500.71 1,33,876.20 7,60,479.47 100.00 15.26

Report Card: GENERAL
August Revival; Growth up 21%

G. V. Rao

STATISTICS - NON-LIFE INSURANCE

 August 2005, when the general
insurance industry recorded a
premium accretion of Rs. 277 crore
(20.7 per cent growth for the month)
has been a vast improvement in
premium growth over July 2005 of
Rs. 183 crore (11.6 per cent growth).

The new players during 2005 seem
to have established a pattern of
cornering over 80 per cent of the new
premium growth of the market in almost
every month. In August 2005 their
accretion of Rs. 215 crore is about 83.5
per cent of the market gain of Rs. 277
crore; in July 2005 their share of Rs. 148
crore of Rs. 183 crore was 81 per cent.

The four established players, it is
obvious, have more or less settled at
contributing only around 20 per cent to
the new market premium. In August
2005 they contributed about 20.5 per
cent and in July 2005 it was 19 per cent.

Such a dominant growth of new
business in each succeeding month by
the new players has pushed up their
market share to 26 per cent at the end
of August 2005 as against 18.7 per cent
up to August 2004. The improvement in
their overall market share by over seven
per cent in fiscal 2005 so far is indeed
remarkable.

ICICI, Bajaj and IFFCO together
alone among the thirteen companies,
have contributed about Rs. 180 crore
(65 per cent of the total accretion of Rs.
277 crore) during the month of August
2005.  Cumulatively, as at the end of
August 2005, their contribution of Rs.
727 crore of the total accretion of Rs.
1,160 crore of the market works out to
about 63 per cent, highlighting their
dynamism. The competition for new
business growth thus seems to be
emerging from these three players,
setting the pace for the rest of the
market.

Performance in August 2005
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The author is retired CMD, The Oriental
Insurance Company.

STATISTICS - NON-LIFE INSURANCE

During August New India, among the
established players, shone bright with
an accretion of Rs. 49 crore and a growth
of 16 per cent. Oriental with Rs. 18 crore
increase ranks next. National Insurance
has maintained its usual monthly fall
in business highlighting the changed
strategy of dropping unprofitable
business segments.

ICICI with about Rs. 81 crore, Bajaj
with Rs. about 64 crore and IFFCO with
about Rs. 35 crore accretion have set the
market challenges for new business
development in August 2005.

National Insurance and Reliance
among the thirteen players have dropped
their renewal premiums during August
2005. A growth rate of over 20.7 per cent
during the month is a highly satisfactory
situation for the market as a whole.

Performance up to August 2005
The overall accretion up to August

2005 is about Rs. 1,160 crore (15.26 per
cent growth), with the new players adding
Rs. 862 crore (60.5 per cent growth over
last year) and the established players
adding Rs. 298 cores (4.8 per cent growth
over last year).

The new players have contributed
74.3 per cent to the total accretion of Rs.
1160 crore at the end of August 2005; it
was 73.4 per cent at the end of July 2005.

Again, the three dominant players for
this market growth are, ICICI, Bajaj and
IFFCO, who together account for an
accretion of Rs. 726.4 crore (62.6 per cent
of the overall market growth of Rs. 1,160
crore at the end of August 2005).

New India with an accretion of about
Rs. 169 crore (9. 87 per cent growth),
Oriental with Rs. 155 crore (11.6 per cent)
and United India with an accretion of
Rs. 33 crore (2.5 per cent) are
spearheading the market developments
for the established players. ECGC with
a growth of about 10 per cent is finding
the going tough.

Situation of established players
The established players appear to

be finding it difficult to maintain an
adequate monthly momentum to
sustain their past growth rates and
seem to be more or less steady at a
growth rate of five per cent overall.

With the market growing at about
15 per cent and their own growth rates
hovering around five per cent, it is not a
good enough situation for them to be in;
but the competitive environment they
are faced with seems to have
overwhelmed their zeal for premium
growth, despite their vast superiority in
infrastructure of offices, a huge trained
manpower and a heavily decentralised
set up in underwriting and claims areas
– the aspects that new players find
difficult to compete with.

What is holding them back from
making the market more vibrant is their
current disinclination to pioneer the
business waiting to be tapped in the
unorganised personal and rural sectors.
This opportunity is huge, and is waiting
lying at the bottom of the pyramid, and

moreover they are better equipped to
capture it. As long as their current
strategies are targeted only towards
retentions of existing accounts and their
natural growth developments, the
growth rate of five per cent will remain
the only possibility for achievement.
Setting new directions for business
growth is their urgent need.

Deepening and widening the market
by sale of new covers and spread of
insurance awareness and designing
affordable covers for the rural areas are
clearly the goals that require their
attention. Customers should perceive
improvements in customer service by
harnessing technological developments
and refining work processes. It is time
their customers, whose business profiles
and expectations have dramatically
changed, are wooed more intensively for
their patronage. It is bound to happen;
but the question is will it happen
sooner?
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Coinciding with Oil and Natural Gas
Corporation (ONGC) securing an
insurance claim of Rs. 762 crore for
the platform lost in the Mumbai
High fire, the Central Government
has announced a high-level
committee to probe the incident, it
is reported. Headed by Mr. T. N. R.
Rao, former Petroleum Secretary,
the three-member committee has
been given six months to submit its
report on the accident involving
ONGC’s Mumbai High North (MHN)
processing platform.

 Over 380 personnel were on the
platform, on a supply vessel and on
a nearby drilling rig when the
accident took place. While 361
personnel were rescued, 11 were
confirmed dead and an equal number
were missing.

The probe committee includes Major
General (Retd.) S. C. N. Jatar

Court asks United India to pay cyclone claim to Usha International
The Delhi High Court has

reportedly directed state-run United
India Insurance Company Ltd. to pay
about Rs. 1.38 lakh to Usha
International Ltd. for the theft of
insured goods from its godown in
Cuttack in the aftermath of a super-
cyclone in October 1999.

Justice Vikramjit Sen said the
insurance company was asked to pay
the sum with interest at the rate of 5
percent per annum from the date of the
claim within four weeks. If the payments
were not paid within the stipulated

(former CMD of Oil India Ltd. and
Chairman of ONGC Videsh Ltd.) and
will also have the director general
Coast Guard or his nominee as
member. It has been mandated to
look into the circumstances leading
to the accident and adequacy of the
response, whether the offshore vessel
Samudra Suraksha was sea worthy,
and whether both the vessel and the
platform had adequate safeguards
and safety factors in accordance with
international and Indian standards.

Among others, the panel has been
asked to recommend action for
improving the security of offshore oil
and gas installations, including the
coordination and inspection aspects
of security arrangements.

ONGC has, meanwhile, secured its
insurance claim of Rs. 762 crore
from United India Insurance
Company.

period, the insurance company would
be liable to pay the interest rate of 8
percent per annum together with the
costs quantified at Rs. 10,000, the nine-
page order said.

Usha International, a company
engaged in manufacturing and
marketing consumer merchandise such
as electric fans, coolers, sewing
machines, pump sets, diesel engines,
piston rings, fuel injection sets and
generators, had stored its goods in a
store house at Cuttack. Despite
insuring goods in its godowns all over

the country for Rs. 27 crore against
cyclone and natural calamities and Rs.
20 crore for burglary and house
breaking, by paying Rs. 1,44,398
between April 1, 1999 and March 31,
2000, the insurance company refused
to pay the claim for the theft from its
godown between November 1-2, 1999.

Filing a claim before the insurance
company, Usha International said the
employees of the company noticed that
some miscreants had made forcible
entry into the godown and managed to
take away a large quantity of goods.

Three-member panel to probe ONGC

Mumbai High accidentLife Insurance Corporation has

reportedly formulated a three-

pronged strategy to expand its

presence in Europe, including a direct

entry or through joint ventures. The

country’s largest insurer is also eager

to “co-brand” some of its insurance

and pension product with European

players to enter that market, Mr. K.

Sridhar, Managing Director, LIC, has

reportedly said.

“We have three models for

entering EU. One is direct entry.

Second is through a joint venture with

a local partner. The third is to operate

as broker of a local company,” he

was quoted as saying.

LIC, which is perhaps the largest

insurer in terms of number of policies

now at over 16 crore, has decided

to increase its foothold in EU despite

the fact that it is a matured market

and is dominated by all the global

majors. It is now present only in the

UK, but is keen to enter other

European nations where there are

growth opportunities.

LIC goes to EU
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The Delhi High Court has reportedly asked
insurance firms to “redefine” the terms of policies they
offer against the backdrop of the “stringent” definition
of burglary that they chose to follow. Most insurance
companies currently entertain a claim only when theft
is preceded by “evidence of violence or force”, a
distinction the court says consumers fail to understand
at the time of taking policies.

Justice Vikramjit Sen directed: “... The terms of
the policy as laid down by the insurance company
should be suitably amended so as to make it more
viable and facilitate the claimants to make their
claim.”

Keeping in view the complex and tight definition of
burglary, which was the basis of the petition before
him, Justice Sen added: “The definition is so stringent
in the present case that it gives rise to difficult
situations for a common man to understand that in
order to maintain their claim they will have to
necessarily show evidence of violence or force... The
common man understands that he has taken out the
policy against the theft, he hardly understands whether
it should be preceded by violence or force.”

The judge went on to say: “... We hope that the
insurance companies will amend their policies... It should
have a meaning which a common man can easily
understand rather than become more technical so as to
defeat the cause of the public at large.”

Justice Sen noted that in Black’s Law Dictionary,
burglary is defined as breaking into another’s house
with the intention of committing a felony. But he added
that “... the modern statutory definitions of the crime
are much less restrictive”, for they cover entry at all
times at all kinds of structure. He said “force” should
not be taken as an essential element, at least for
purposes of an insurance policy.

Accepting the arguments of the petitioner, Usha
International Ltd., against United India Insurance, the
court directed the latter to pay Rs. 138,936 and interest
at the rate of 5 percent per annum from the date when
the claim was preferred

Court asks insurers
to spell out terms of burglary

claims clearly

Katrina takes its toll on
Indian insurers, too

Hurricane Katrina’s impact was not felt in the US
alone. The Indian insurance market is also beginning
to feel its ripples with global reinsurance premium
hardening, say media reports. Indian insurers are
finding it hard to negotiate lower reinsurance rates in
the global market with reinsurers who have faced heavy
losses due to the hurricane.

The hardening of rates was evident to Indian
insurers while negotiating the deal for the first major
policy involving a heavy reinsurance component - that
of Indian Airlines. “Though the insurance premium for
Indian Airlines is expected to be substantially lower
than last year, we could have negotiated a better deal
but for Hurricane Katrina. The reinsurance premium
rates have gone up after the hurricane,” a top insurance
company official was quoted as saying.

The Indian Airlines insurance deal was worked out
in London last week among senior airline officials,
Indian insurance companies and global reinsurers. The
four state-owned insurers - Oriental Insurance, New
India Assurance, United Indian Insurance and National
Insurance - will be underwriting the cover.

Last year, too, Indian Airlines managed to wrangle
a premium that was 18 percent lower, working out to a
Rs. 107-crore premium (against Rs. 130 crore paid in
the previous year.) The reduction this year is expected
to be slightly higher in percentage terms. The insurance
cover of Indian Airlines comes up for renewal in October
each year. Indian Airlines has a mixed fleet of 62 aircraft
that includes Airbus A-300, Airbus A-320, Boeing-737
and Dornier aircraft.

Insurance officials said the final premium amount
is often lesser than the original quote made by the
insurers, since hard bargaining with global reinsurance
companies generally results in softening of reinsurance
rates.

This gets reflected on the final premium payout to
be made by the insured. They said that the exact
premium amount would be known later, after
negotiations are completed with reinsurers.
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UK consumer body issues super-complaint against banks’ policy

British banks reportedly face a
government enquiry into the sale of 20
million payment protection insurance
policies (PPI) after Citizens Advice issued a
“super-complaint” against what it calls a
£5 billion “protection racket”.

The charity presented its complaint to
the Office of Fair Trading (OFT) after
evidence from its bureau around the
country found that PPI is “very expensive,
mis-sold to people who cannot claim on it,
and designed to exclude many of the most
common situations that can lead to debt”.

Citizens Advice is one of the few
consumer bodies allowed to make formal
super-complaints. The OFT is required to
respond publicly within 90 days, which
could trigger a formal enquiry and result
in a cap on premiums and exclusions. The
20 million PPI policies in force are believed

to be hugely profitable for the banks. Last
year, the Guardian revealed that Barclays
made as much as 20 percent of all its profits
from PPI, with £7 in every £10 spent on
PPI going straight on to the bank’s bottom
line.

A report earlier this year from
investment bank CSFB estimated that 14
percent of Lloyds TSB’s profit comes from
the sale of PPI policies, and named
Barclays, Egg and Alliance & Leicester as
relying on the policies for a major slice of
their profits.

The policies are designed to cover credit
payments in the event of illness or job loss.
About 25 percent of credit card customers
and half of loan customers buy payment
protection from their bank. But many
people who have been persuaded into taking
out a PPI later find that they are unable to

make a claim. Department of Trade and
Industry figures show only 4 percent of
customers claim on it, of whom a quarter
are turned down.

Citizens Advice said payment protection
insurance is failing many of those who need
it most. The insurance can add up to 25
percent to the cost of financing a loan,
increasing the level of customers’ debts
instead of protecting them.

Research published last week into “best
buy” loans and credit cards by
moneyexpert.com found that none of the
top five firms for cheapest loans of £5,000
and £10,000 over four years make the top
five once PPI is included. Banks add as
much as £900 in PPI costs on top of interest
payments on a £5,000 loan over four years.

Premium rating errors pulling down
revenues by $16 billion: report

Premium rating errors continue to lower the overall profits of auto insurance
companies, according to the annual Premium Rating Error report of Quality
Planning Corporation (QPC), the Rating Integrity Solutions Company. QPC
estimates that $16 billion of premium revenues were foregone in 2004 due to
inaccuracies in rating information - an increase of $800 million over 2003 – say
media reports. The amount represents about 9.8 percent of the $163 billion revenue
recognised by personal auto insurance premiums industry-wide. For the average
auto insurer, each 1 percent of rating error losses translates into a 20 percent
reduction in profitability, it has been reported.

QPC’s Premium Rating Error report presents the results of premium audit
reviews of more than 16 million private passenger auto policies from 18 major
carriers in the US. The report highlights how different categories of rating errors
contribute to the overall premium rating error, and distinguishes between vehicle
rating errors (mileage, usage, type of vehicle and location) and driver rating errors
(who actually drives the vehicle, driving experience and driving record).

In 2003, it was driver rating factors that contributed the most to rating error. In
2004, vehicle rating factors proved the most problematic for auto insurers, rising
from $6.1 billion to $7 billion. The report indicates that flaws in rated commute
distance, annual mileage, vehicle usage and rated territory were the primary
contributors to the $900 million increase. All of these rating errors offer the potential
to be reduced if an auto insurer focuses underwriting activities on gathering,
validating and maintaining accurate rating data.

Insurance major Lloyd’s of
London has said that it is interested
in entering the booming insurance
and reinsurance sectors in India.
For this, it plans to push the Indian
Government for changes in the rules,
according to newspaper reports.

Plans are afoot on relocating to
India high-end back office
operations from the UK, according
to Lord Peter Levene, Chairman,
Lloyd’s. “We are in the insurance
business for over 200 years, but we
cannot operate directly in India as
we are not a company but a market,”
Lord Levene said. Though globally
it has the ability to accept around
$30 billion in insurance premiums,
the India business is worth just
around $100 million, essentially
through third-party insurance.

The market covers the toughest
risks worldwide. Most of major
insurers reinsure their risks with
Lloyd’s.

Lloyd’s looking for
easier access to India
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There is little trust, leave alone love,
across the fence. A recent study conducted
by Lloyds TSB Insurance in the UK has
revealed that while nine out of 10 people
know their neighbours, less than one out of
10 trust them.

It has also revealed that around seven
per cent admitted they did not even know
who their neighbours were. While 38 per
cent cited privacy as the reason for this, 14
per cent claimed it was because they were

too busy, and the same proportion put the
lack of friendliness down to bad experiences.

However, almost half of them claimed that
they would like to befriend their neighbours

if they get an opportunity.

One in three people said that they would

like to get to know their neighbours better,
and 49 per cent said they thought living in

a close-knit community would make them
feel safer and help reduce crime locally. A

‘Know thy neighbour but don’t trust him’

third of people said they would consider an
older family to be their ideal neighbours,
while 29 per cent would like to live next
door to an elderly couple. Unsurprisingly,
students came out as the least preferred
neighbours, with just one per cent of those
questioned saying they would like to live
next door to them.

The research was carried out on 1,329
people during August 2005.

     US insurers open HurricaneUS insurers open HurricaneUS insurers open HurricaneUS insurers open HurricaneUS insurers open Hurricane
Insurance Information CenterInsurance Information CenterInsurance Information CenterInsurance Information CenterInsurance Information Center

In the aftermath of Hurricane Katrina,

the US insurance industry has established

the Hurricane Insurance Information Center

(HIIC) in Jackson, Mississippi, according to

reports. Additional centres will be opened

in other Gulf Coast locations as conditions

permit. The HIIC will act as a primary source

of insurance information to the media and

conduct an active consumer outreach

programme in Louisiana, Mississippi and

Alabama.

A web site, www.disasterinformation.org,

will offer claim filing tips, provide general

information on insurance coverages and

refer people to insurers, government

agencies and other sources of assistance.

The insurance industry has created similar

disaster insurance information offices

following major catastrophes, including

Hurricane Andrew in 1992, the Northridge

Earthquake in 1994, the 9/11 terrorist

attack in New York City and last year’s

Florida hurricanes.  The disaster offices

provided insurance information to

thousands of displaced homeowners and

businesses in restoring communities.

Companies and associations supporting

the HIIC include Chubb Group of Insurance

Companies, Lloyd’s America, MetLife Auto

& Home, Safeco and Swiss Re.

While most insurance companies
in the US metro area are using the
Internet to provide quotes on premium
rates, some of them – mainly
healthcare insurers – are using the
Web to sell directly to consumers and
are seeing growth in business as a
result, say media reports.

US-based Assurant Health has
been selling short-term medical plans
to individuals for seven years via the
company’s Web site. Of the product’s
total sales, half are occurring online, a
report quotes spokesman Mr. Rob
Guilbert as saying. Online sales in
2005 are already 50 percent more than
2004, he adds. The company is
projecting a 60 percent increase by the
end of 2005. Assurant’s short-term
medical plans provide health
insurance for limited periods of time
ranging from one month to one year.
The policies are geared for customers
who are between jobs or are recent
college graduates. The company does
not sell conventional insurance plans
or health savings accounts online
because of the underwriting required
for those types of plans.

Blue Cross Blue Shield, another

US-based insurer, has sold health
insurance online for individuals under
the age of 65 and families since 2000.
The company has sold about 800
policies per month since beginning
sales via the Web.

Marketing online is found to be a
more efficient way to sell directly to
consumers, rather than having a call
centre handle sales on phone lines.
Often, the companies collect enough
information about a person’s health
history via their Web sites that
underwriters are able to review the
information and contact individuals
with quotes on premium rates. For
customers, it offers an easy and
convenient way to buy insurance
without any pressure from a
salesperson.

Online insurance sales are
generally not too closely monitored by
the states’ insurance watchdogs.
However, they do typically advise
consumers to make sure that any
insurance policy they buy online is
from an insurance company licensed
by the state to sell insurance, and that
the insurer’s policies are also state
approved.

Insurers take sales increasingly online
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ROUND UP

Mr. Albert J Nduna, President, FAIR, Mr. C. S. Rao, Chairman, IRDA, Mr. R. K. Joshi,
Chairman-cum-managing Director, General Insurance Corporation of India and Mr. Izzat Abdel Bary,

Secretary-General, FAIR lighting the lamp to inaugurate the 19th FAIR Conference, 2005

The 19th Conference of the Federation of Afro-Asian Insurers and Reinsurers (FAIR)
was held at Mumbai from September 19 to 21.

FAIR MeetFAIR Meet

The Life Underwriters’ Guild of India (LUGI) held its 3rd Annual Convention at
Hyderabad from September 1 to 4.

LUGI MeetsLUGI Meets

L to R: Mr. Logan Naidu, Certified Financial Planner, South Africa, Mr. P. Srinivasan, President, LUGI, Mr. G. Jaishankar, Secretary General,
LUGI, Mr. B. Mohan, Speaker on Financial Planning and other LUGI office bearers Mr. Brijbhooshan Chandhoke, Mr. J. Prabhu and

Ms. Sharda Gopal at the inauguration of the conference.



We expect firms to follow the principle that
a firm must pay due regard to the interests of its

customers and treat them fairly. Most firms aim to do
this – after all, it would not make commercial sense to
set out to treat your customers unfairly – but we still

see instances where this is not the case.

Mr. Clive Briault, Managing Director, Retail Markets,
Financial Services Authority (FSA), UK

The cost of capital plays a key role in
defining the profitability of insurers, and

underwriting profitability is an important driver of
investor confidence, together with profitable top

line growth and scale of operations.

Swiss Re’s latest sigma report.

“ ”

You cannot possibly eliminate the risk,
(but) the whole industry is working hard to

minimise instances of this. You are not always
going to have absolutely accurate information on

the day you are striking the unit price.

Mr. Steve Somogyi, Member, Australian Prudential
Regulation Authority (APRA) on instances of mispricing

which have totalled more than Aus $240 million
in recent years, mostly on prices of units.

Metereological research estimates that more than
80 per cent of the turnover and profitability of all
economic activities are dependent on the weather.

Munich Re report on Innovation and Insurance Trends

Even if we are willing to form a joint venture,
the legislation does not allow us, as Lloyd's

is a market. We hope the Indian Government
recognises the Lloyd's structure and eventually

allows us to enter the insurance sector...
We are interested in both direct

insurance and reinsurance.

Lord Peter Levene, Chairman, Lloyd's of London

The function of underwriting and rating
of insurance business should be independent of

the business development function and not
be made subservient to it.

Mr. C. S. Rao, Chairman, IRDA outlining a Road Map for
a Tariff free Regime in Non-Life insurance in India.



Events

RNI No: APBIL/2002/9589

10 - 12 October, 2005
Venue: Pune
Workshop on Micro Insurance by
National Insurance Academy, Pune

23 - 26 October, 2005
Venue: Taipei
22nd Pacific Insurance Conference by
Asia Insurance Review (AIR)

7 - 8 November, 2005
Venue: Shanghai
6th China Rendezvous by AIR

16 - 18 November, 2005
Venue: Mumbai
World Conference on Disaster Reduction -
Focus on Corporate Sector Role &
Responsibility by NIA, Pune

18 - 19 November, 2005
Venue: Pune
2nd Global Symposium on Pensions by NIA, Pune

21-22 November, 2005
Venue: Pune
Silver Jubilee Seminar on Business Continuity Management
by NIA, Pune

28 - 29 November, 2005
Venue: Hong Kong
2nd Conference On Pensions & Retirement Planning by AIR

28 - 29 November, 2005
Venue: Dubai
2nd Annual Gulf Insurance Forum by AIR




