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There is absolutely no exaggeration in mentioning that the amount of customer grievances in the insurance
domain has gone up steeply. Particularly in some of the lines in non-life insurance like health and motor,
the number of grievances has been steadily going up. It is time that insurers took stock of the situation and
wherever there is need for plugging the loopholes; attend to that without any further loss of time. Instead
of looking for reasons to explain the emergence of customer related problems, it would be more desirable
to ensure that there is a fall in their number.

One of the most controversial issues in the area of customer grievances is that the terms of the contract
have not been fully explained to the policyholder. It has to be appreciated that insurance contracts are
synallagmatic in nature, i.e. they impose reciprocal obligations on both parties. Considering this, it is very
important that both the parties to the contract fully understand their role clearly before the contract is
finalized. To accomplish this, insurers should be very explicit in making the terms of the contract clear. In
non-life insurance, where there could be specific exclusions as also limits with regard to the quantum of
coverage; insurers should specifically highlight these. In some of the global insurance markets, such
limits and exclusions are reportedly explained to the policyholders upfront; thereby obviating the problem
of a possible misunderstanding.

The policyholders should understand, on their part, that there are operative clauses in the contract; and as
such, it is essential to fully comprehend the terms of the contract. In life insurance contracts, for example,
there is a vital declaration that draws the proponent's attention to the contents of the proposal form that
would be the basis of the contract. How many applicants actually read the declaration before signing on
the dotted line is one's guess! The argument that the distributor filled in the details of the proposal would
not hold any water, in light of the declaration. Further, a free look period has been introduced in the
liberalized regime that should have taken care of the ambiguities associated with coverage. It is sad to
observe that not many policyholders make use of this handy tool; and grievances continue with regard to
actual coverage and amount thereof.

Grievance redressal in insurance is the focus of this issue of the Journal. There are articles that explain
several specific and practical problems that are confronted in both life and non-life domains. Besides, we
have the redressal forum's perspective as well as the customer's cause. To begin with, we have Mr. R.
Vaidyanathan explaining the problems that occur on either side in non-life insurance contracts; and how
they can be curtailed. Commenting upon the grievance redressal in life insurance arena, Mr. Sanjeev
Mago asserts that grievance redressal itself is a reactive way of providing service; and he goes on to
explain some of the practices of his company in dealing with this delicate issue.

The role of the insurance ombudsman in attending to customers' grievances is explained by none other
than the ombudsman himself, Mr. P.A. Chowdary, who has some ideas up his sleeve to improve the
institution's performance. Mr. G.V. Rao talks about the role of technology and competition, among other
things, in improving customer service; in his usual forthright style. It has often been said that several
insurance professionals end up in this vocation because they did not have anything better to do. But gone
are the days, emphasizes Ms. Ritu Nanda, in her very motivating article that talks about the achievements
and the satisfaction that the profession can render; in her article in the follow-through section. Besides,
we have the quarterly business figures of life and non-life insurers for you, apart from the regular monthly
statistics.

Liability is basically a pecuniary obligation that one owes others. But apart from the pecuniary obligation,
there are huge responsibilities that one has to fulfill and failure to do so could put one in a tight spot.
Liability insurance affords protection against such eventualities. The focus of the next issue of the Journal
would be on 'Liability Insurance'.

WE WISH ALL OUR READERS A HAPPY AND PROSPEROUS NEW YEAR.

.U. Jawaharlal
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STATISTICS - LIFE INSURANCE

FIRST YEAR PREMIUM OF LIFE INSURERS FOR THE HALF YEAR ENDED SEPTEMBER, 2006 (PROVISIONAL & UNAUDITED)

INDIVIDUAL SINGLE PREMIUM (INCLUDING RURAL & SOCIAL)

(Rsin lakh)
S| No.| PARTICULARS PREMIUM POLICIES SUM ASSURED
Sep' 2005 Sep' 2006 Sep' 2005 Sep' 2006 Sep' 2005 Sep' 2006

Non linked*
1 Life

with profit 11,359.36 10,264.39 15,147 12,602 16,543.19 15,737.72

without profit 24,345.98 51,987.35 94,355 136,397 139,158.05 179,488.35
2 General Annuity

with profit 4,00 0.00 4 0 6.22 0.00

without profit 68.78 200.81 87 91 0.00 11.87
3 Pension

with profit 2,203.44 7,072.37 2,766 3,739 77.99 161.94

without profit 5,450.29 138.01 1,918 50 78.85 107.54
4 Health

with profit 0.00 0.00 0 0 0.00 0.00

without profit 0.00 0.00 0 0 0.00 0.00
A Sub total 43,431.84 69,662.93 114,277 152,879 155,864.30 195,507.42

Linked*

1 Life

with profit 4.60 0.05 3 0 3.99 0.00

without profit 49,789.22 163,317.49 60,281 163,933 57,822.52 179,770.37
2 General Annuity

with profit 0.00 0.00 0 0 0.00 0.00

without profit 13.34 -22.28 0 0 0.00 0.00
3 Pension

with profit 0.00 0.25 0 0 0.00 0.00

without profit 272,516.77|  939,359.30 828,669 2,445,859 370.56 170.81
4 Health

with profit 0.00 0.00 0 0 0.00 0.00

without profit 0.00 0.00 0 0 0.00 0.00
B. Sub total 322,323.94| 1,102,654.80 888,953 2,609,792 58,197.08 179,941.18
C. Total (A+B) 365,755.78| 1,172,317.73 1,003,230 2,762,671 214,061.37 375,448.60

Riders:

Non linked
1 Health# 1.08 121 1 17 25.00 25.41
2 Accident#t# 9.14 2.55 807 544 683.79 393.39
3 Term 1.47 0.35 65 9 38.86 6.40
4 Others 0.00 0.05 0 0 0.00 0.00
D. Sub total 11.69 4.16 883 570 747.65 425.20

Linked

1 Health# 0.58 1.26 1 50 13.60 55.19
2 Accident#t# 0.74 3.86 30 1,739 63.67 1,208.44
3 Term 0.00 0.19 0 4 0.00 8.25
4 Others 0.00 0.00 0 0 0.00 0.00
E. Sub total 1.33 5.32 41 1,793 77.27 1,271.88
F. Total (D+E) 13.01 9.48 924 2,363 824.92 1,697.08
G. **Grand Total (C+F) 365,768.79| 1,172,327.21 1,003,230 2,762,671 214,886.29 377,145.68
* Excluding rider figures.

** for policies Grand Total is C.

#Allriders related to critical illness benefit, hospitalisation benefit and medical treatment.
## Disability related riders.

The premium is actual amount received and not annualised premium.



STATISTICS - LIFE INSURANCE

nl

FIRST YEAR PREMIUM OF LIFE INSURERS FOR THE HALF YEAR ENDED SEPTEMBER, 2006 (PROVISIONAL & UNAUDITED)

INDIVIDUAL NON-SINGLE PREMIUM (INCLUDING RURAL & SOCIAL)

(Rs in lakh)
S| No.| PARTICULARS PREMIUM POLICIES SUM ASSURED
Sep' 2005 Sep' 2006 Sep' 2005 Sep' 2006 Sep' 2005 Sep' 2006

Non linked*
1 Life

with profit 409,155.31 836,857.14 | 7,768,159 7,306,524 6,516,468.22 6,546,865.89

without profit 34,578.28 92,397.99 | 1,523,247 392,135 2,620,783.04 852,507.66
2 General Annuity

with profit 58.57 9.81 562 108 1,095.35 158.55

without profit 0.00 0.00 0 0 0.00 0.00
8 Pension

with profit 3,246.00 2,263.04 26,345 10,175 15,561.74 9,833.93

without profit 387.81 424.68 1,460 1,824 0.00 0.00
4 Health

with profit 0.00 0.00 0 0 0.00 0.00

without profit 234.16 694.68 10,475 53,189 30,962.04 238,412.27
A Sub total 447,660.13 932,647.34 | 9,330,248 7,763,955 9,184,870.38 7,647,778.30

Linked*

1 Life

with profit 67.29 9.58 243 46 422.78 89.01

without profit 154,470.44 | 399,532.53 492,235 1,545,647 1,450,789.26 3,726,087.41
2 General Annuity

with profit 0.00 0.00 0 0 0.00 0.00

without profit 2,900.56 0.00 20,158 0 7,054.99 0.00
3 Pension

with profit 15.32 3.77 40 4 0.00 0.00

without profit 12,809.92 57,241.05 48,578 198,789 2,003.98 25,405.92
4 Health

with profit 0.00 0.00 0 0 0.00 0.00

without profit 0.00 0.00 0 0 0.00 0.00
B. Sub total 170,263.54 | 456,786.93 561,254 1,744,486 1,460,271.01 3,751,582.34
C. Total (A+B) 617,923.67 |1,389,434.27 | 9,891,502 9,508,441 10,645,141.39 | 11,399,360.64

Riders:

Non linked
1 Health# 145.41 173.25 14,749 9,397 18,574.05 12,437.75
2 Accident#t# 509.39 317.26 187,873 189,857 301,322.76 316,261.68
3 Term 51.69 22.96 15,351 3,701 12,770.82 4,026.49
4 Others 230.50 892.77 5,433 2,560 17,729.24 145,012.89
D. Sub total 936.98 1,406.24 223,406 205,515 350,396.88 477,738.81

Linked
1 Health# 127.95 225.40 4,837 5,901 32,096.61 20,284.44
2 Accident#t# 120.54 254.97 29,720 49,585 52,049.82 330,074.81
3 Term 27.84 37.19 3,127 4,010 6,438.95 8,147.53
4 Others 35.28 56.88 7,376 9,931 801.87 5,098.90
E. Sub total 311.61 574.43 45,060 69,427 91,387.25 363,605.69
F. Total (D+E) 1,248.60 1,980.67 268,466 274,942 441,784.13 841,344.50
G. **Grand Total (C+F) 619,172.26 |1,391,414.94 | 9,891,502 9,508,441 11,086,925.52 | 12,240,705.14
* Excluding rider figures.

** for policies Grand Total is C.
#Allriders related to critical illness benefit, hospitalisation benefit and medical treatment.

## Disability related riders.
The premium is actual amount received and not annualised premium.




STATISTICS - LIFE INSURANCE
FIRST YEAR PREMIUM OF LIFE INSURERS FOR THE HALF YEAR ENDED SEPTEMBER, 2006 (PROVISIONAL & UNAUDITED)

GROUP SINGLE PREMIUM (INCLUDING RURAL & SOCIAL)

(Rs in lakh)
SINo. | PARTICULARS PREMIUM NO. OF SCHEMES LIVES COVERED SUM ASSURED
Sep' Sep' Sep' Sep' Sep' Sep' Sep' Sep'
2005 2006 2005 2006 2005 2006 2005 2006
Non linked*
1 Life
a) Group Gratuity Schemes
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 35,268.79 66,157.70 650 796 196,011 321,571 65,309.54 209,754.51
b) Group Savings Linked Schemes
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 712.91 1,803.36 958 340 346,870 69,049 329,054.32 114,490.50
o) EDLI
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 289.39 192.86 486 476 300,212 361,205 113,967.79 114,580.82
d) Others
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 20,429.88 | 192,002.66 | 4,917 6,573 2,287,724 5,889,610 | 1,098,909.48 5,172,499.24
2 General Annuity
with profit 14,581.95 35,216.59 4 4 1,846 1,323 0.00 0.00
without profit 20,877.16 27,173.05 7 kY] 4,082 3,237 0.00 0.00
8 Pension
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 37,352.41 34,349.84 38 84 21,909 71,447 0.00 0.00
4 Health
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 0.00 0.00 0 0 0 0 0.00 0.00
A. Sub total 129,512.49 | 356,896.06 | 7,060 8,305 3,158,654 6,717,442 | 1,607,241.13 5,611,325.07
Linked*
1 Life
a) Group Gratuity Schemes
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 1,857.47 3,250.02 4 12 1,867 72,649 18.67 644.33
b) Group Savings Linked Schemes
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 0.00 0.00 0 0 0 0 0.00 0.00
c) EDLI
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 0.00 0.00 0 0 0 0 0.00 0.00
d) Others
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 351.55 535.84 1 2 352 5,078 352 50.78
2 General Annuity
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 0.00 0.00 0 0 0 0 0.00 0.00
3 Pension
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 49.82 554.76 0 9 0 4,756 0.00 0.00
4 Health
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 0.00 0.00 0 0 0 0 0.00 0.00
B. Sub total 2,258.84 4,340.62 5 23 2,219 82,483 22.19 695.11
C. Total (A+B) 131,771.32 | 361,236.68 | 7,065 8,328 3,160,873 6,799,925 | 1,607,263.32 5,612,020.18
Riders:
Non linked
1 Health# 19.98 18.32 15 10 8,140 3,239 11,611.05 234,591.66
2 Accident# 66.13 20.56 17 21 9,733 9,860 120,713.15 773,607.25
g Term 0.00 0.00 0 0 0 0 0.00 0.00
4 Others 0.00 0.00 0 0 0 0 0.00 0.00
D. Sub total 86.11 38.88 2 31 17,873 13,099 132,324.20 1,008,198.91
Linked
1 Health# 0.00 0.00 0 0 0 0 0.00 0.00
2 Accidentit# 0.00 0.00 0 0 0 0 0.00 0.00
3 Term 0.00 0.00 0 0 0 0 0.00 0.00
4 Others 0.00 0.00 0 0 0 0 0.00 0.00
E. Sub total 0.00 0.00 0 0 0 0 0.00 0.00
F. Total (D+E) 86.11 38.88 32 31 17,873 13,099 132,324.20 1,008,198.91
G. **Grand Total (C+F) 131,857.43 | 361,275.56 | 7,065 8,328 3,160,873 6,799,925 | 1,739,587.52 6,620,219.09
*Excluding rider figures. ~ **for no.of schemes & lives covered Grand TotalisC.  #Allriders related to critical illness benefit, hospitalisation benefit

and medical treatment.

## Disability related riders.

The premium is actual amount received and not annualised premium.




STATISTICS - LIFE INSURANCE -

FIRST YEAR PREMIUM OF LIFE INSURERS FOR THE HALF YEAR ENDED SEPTEMBER, 2006 (PROVISIONAL & UNAUDITED)

GROUP NON- SINGLE PREMIUM (INCLUDING RURAL & SOCIAL)

(Rs in lakh)
SINo. | PARTICULARS PREMIUM NO. OF SCHEMES LIVES COVERED SUMASSURED
Sep' Sep' Sep' Sep' Sep' Sep' Sep' Sep'
2005 2006 2005 2006 2005 2006 2005 2006
Non linked*
1 Life
a) Group Gratuity Schemes
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 375.18 4,213.22 9 18 3122 33,548 7,897.01 13,964.37
b) Group Savings Linked Schemes
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 0.00 678.13 0 0 0 108,280 0.00 224,696.00
c) EDLI
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 320.00 302.49 125 133 221,022 218,924 182,817.99 177,353.33
d) Others
with profit 32.05 0.00 13 0 7,178 0 17,442.15 0.00
without profit 2,853.99 8,074.01 | 1,186 589 752,967 1,429,654 | 1,173,617.14 | 2,797,813.12
2 General Annuity
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 0.00 0.00 0 0 0 0 0.00 0.00
8 Pension
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 48.59 86.21 0 3 680 68 186.50 5.50
4 Health
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 0.00 0.00 0 0 0 0 0.00 0.00
A. Sub total 3,629.81 13,354.05 | 1,333 743 984,969 1,790,474 | 1,381,960.79 | 3,213,832.32
Linked*
1 Life
a) Group Gratuity Schemes
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 4,741.83 13,617.30 73 151 37,603 130,178 6,399.51 150,915.33
b) Group Savings Linked Schemes
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 0.00 0.00 0 0 0 0 0.00 0.00
c) EDLI
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 0.00 0.00 0 0 0 0 0.00 0.00
d) Others
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 335.75 478.32 8 10 109 144 58.74 79.03
2 General Annuity
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 171.89 2,080.28 3 3 29 1,679 171.89 2,080.28
3 Pension
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 6,609.79 11,888.05 41 79 3,207 11,987 0.00 0.00
4 Health
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 0.00 0.00 0 0 0 0 0.00 0.00
B. Sub total 11,859.27 28,063.94 125 243 40,948 143,988 6,630.15 153,074.63
C. Total (A+B) 15,489.08 41,418.00 | 1,458 986 1,025,917 1,934,462 | 1,388,590.93 | 3,366,906.95
Riders:
Non linked
1 Health# 10.95 5.62 4 4 986 1,168 9,687.62 4,558.62
2 Accident## 13.90 6.53 21 10 25,338 6,176 98,176.50 27,689.92
3 Term 0.04 0.14 1 1 26 73 13.00 217.00
4 Others 0.30 0.14 1 2 28 102 309.00 2,202.83
D. Sub total 25.19 12.43 27 17 26,378 7,519 108,186.13 34,668.37
Linked
1 Health# 0.00 0.00 0 0 0 0 0.00 0.00
2 Accident## 0.00 16.06 0 15 0 11,812 0.00 85,514.83
3 Term 0.00 0.00 0 0 0 0 0.00 0.00
4 Others 0.00 0.00 0 0 0 0 0.00 0.00
E. Sub total 0.00 16.06 0 15 0 11,812 0.00 85,514.83
F. Total (D+E) 25.19 28.48 27 32 26,378 19,331 108,186.13 120,183.20
G. **Grand Total (C+F) 15,514.27 41,446.48 | 1,458 986 1,025,917 1,934,462 | 1,496,777.06 | 3,487,090.15

*Excluding rider figures.  **for no.of schemes & lives covered Grand TotalisC.  #Allriders related to critical illness benefit, hospitalisation benefit
and medical treatment. ## Disability related riders. The premium is actual amount received and not annualised premium.



% Welcome *

During December, 2006; two new members - Member (Life) and Member (Actuary) joined IRDA.

Here is a brief profile of the two Members.

Mr. G. Prabhakara

Mr. G. Prabhakara joined as Member
(Life) on 15th December, 2006. Born in
1951 in Gundlupet, Mysore District, Mr.
Prabhakara post graduated in
Mathematics from Mysore University.
He started his career as a Lecturer in
Mathematics in Mysore and Bangalore.
He joined LIC in 1977 and belongs to
the 10th batch of directly recruited
officers.

Mr. Prabhakara has held several
important positions in LIC during his
career. Some of these are:

Asst. Secretary (Mktg), South
Central Zone, Hyderabad.

Deputy General Manager, LIC
Mutual Fund, Mumbai.

Senior Divisional Manager, Raichur.
Senior Divisional Manager, Udupi.

Regional Manager (Marketing),
South Central Zone, Hyderabad.

Chief Vigilance Officer (on
deputation), United India Insurance
Co. Ltd., Chennai.

Zonal Manager, North Cental Zone,
Kanpur.

Mr. Prabhakara is an alumnus of Indian
School of Business, Hyderabad. He has
attended International Management
Conference at Amsterdam and has also
visited London to study insurance
practices in UK.

Immediately prior to his posting as
Whole-time Member (Life); Mr.
Prabhakara was Zonal Manager,
South Zone, Chennai. Under his
leadership, in terms of Pension &
Group Schemes; the Zone, as a
whole, not only achieved budget on
all counts, but all the P & GS Units of
the Zone also surpassed budget on
all counts, thus crating a new record
in the history of LIC. Under
conventional business also, South
Zone was the only zone in the country
which surpassed the budget on all
counts during the year 2005-2006,
thereby emerging as the NUMBER
ONE ZONE in the country.

For hobbies and interests, Mr.
Prabhakara is an ardent music-lover
and an avid reader.

Dr. R. Kannan

Dr. R. Kannan joined as Member
(Actuary) on 18th December, 2006.
Earlier, he was Principal Advisor in the
Reserve Bank of India and also the
Head of the Department of Economic
Analysis and Policy. During the period
April 2001 - March 2006, he worked as
the Appointed Actuary of the SBI Life
Insurance Company. During 1994-98,
he served as Advisor in the office of
India's Executive Director of the

International Monetary Fund,
Washington; and during 1992-94, he
was Advisor to Governor, Bank of
Mauritius, Mauritius.

Dr. Kannan is a double post-graduate -
M.Sc. in Econometrics from Madurai
University and M.A. in Economics from
the same university. He did his Ph.D.
from Bombay University; and during
1987-88, he worked as a post-doctoral
fellow in the University of Pennsylvania,
USA under the Nobel Laureate Prof.
Lawrence Klein.

Dr. Kannan has written about 40
Research Papers and served in 10
working groups related to various
aspects of money, finance, insurance
and pension. More recently, he was the
Chairman of the Experts Committee
constituted by the Government of India

to draw the road map for moving
towards Exempt-Exempt-Tax
method of taxation of saving
instruments in India.

He is a member of the "Solvency
Committee" of the International
Actuarial Association and also a
member of "Financial Risks
Committee" of the International
Actuarial Association. He is the
Chairman of the working group
constituted by the Actuarial Society
of India to draw the road map for
moving towards Risk Based Capital
for insurance industry in India.

Dr. Kannan's personal interests
include keenly listening to Classical
(Carnatic) music.

IRDA Journal extends a warm welcome to the two Members; and wishes them success in all their endeavours.




VANTAGE POINT

Understanding the Dynamics of Liability Insurance

'Liability itself is very dynamic in nature; and designing and underwriting the risk

involved calls for very special skills' writes U. Jawaharlal.

Can anybody forget the dreaded Monday,
the 3rd December of 19847 It was
around 1 a.m. on that day that a
poisonous vapour, the toxic methyl
isocyanate, leaked into the atmosphere
from a Union Carbide pesticide plant in
Bhopal. It led to the death of tens of
thousands of innocent victims over a
period of time; several more afflicted
with severe ailments like total blindness,
impaired immunity systems and several
chronic disorders. The incident is still
remembered under several names - The
Bhopal Gas Tragedy, The Bhopal
Disaster; or is even dubbed to be the
equivalent of the bombing of Hiroshima
and Nagasaki.

Several theories have been propagated
as to the cause of the tragedy - ranging
from incorrect designing of the safety
systems, negligence on the part of the
parent organization Union Carbide
Corporation and its subsidiary Union
Carbide of India Ltd. etc.; to even
sabotage. Whatever be the cause, the
fact remains that it is one of the greatest
man-made disasters affecting humanity.
But for the fact that it took place in one of
the developing nations, it would have
resulted in more severe and far-
reaching consequences in the world of
corporate management.

In the aftermath of the above tragedy
came the enactment of the Public

Liability Insurance Act, 1991 for the
purpose of providing immediate relief to
persons affected by accidents occurring
while handling any hazardous
substance and for matters connected
therewith or incidental thereto. Every
person who is affected on account of the
handling of hazardous substances by
the owner or partners of a firm or a
company, as the case may be; is liable
to be compensated for the losses he or
she sustains. The public liability that
results on account of running such an
activity has to be owned up by the
individual or the firm or the corporate
body.

While the above Act takes care of the
public liability, there are various other
liabilities that can devolve upon the
individuals or corporate entities involved
in several activities. Business owners
and employers have responsibility
towards their employees, customers
and the public. They are legally liable
and could be sued if an employee or a
member of the public is injured as a
result of the owner's/employer's
negligence or breach of duty. If a
manufacturer or a supplier is involved
in delivering a faulty product, he would
be liable and legally responsible if the
product is not found fit for purpose. Even
the owner of premises could be liable
to a member of the public if he suffers

Pecuniary

an injury following an accident on the
premises. A professional, who is
selling his knowledge or skills and is
responsible for rendering efficient
service; is liable for compensation
sought by a client for the professional's
negligence or mistakes, even if
inadvertent. The responsibilities, duties
and powers that are associated with
Directors and Officers of corporate
bodies are boundless; and they can be
held responsible for various issues
pertaining to the corporate functions. In
more recent times, due to several large
debacles, corporate governance has
assumed a huge importance.

In all the above areas, the liabilities that
arise on account of being associated
directly or indirectly with various societal
groups can seriously cripple the
business activities. In fact, liability itself
is a very dynamic thing and even before
one realizes one's involvement, a new
liability can crop up. Liability insurance
in almost all these areas provides
coverage to the insured against such
eventualities. The focus of the next
issue of the Journal would be on
‘Liability Insurance'; and we would be
looking forward to articles on various
aspects of this ever-dynamic form of
insurance.

Responsibility

In our next issue....
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IN THE AIR
CANCELLATION OF BROKER LICENCE
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IRDA/DB240/03

Whereas M/s.Sapthagiri Insurance Services Pvt. Ltd.
(hereinafter referred to as the 'Broker') having its Registered
Office at D.No. 1-3-2, C/19, Penugonda Road, Hindupur -
515 201 have been granted license by the Authority to act as
a Direct Insurance Broker, vide License No. 270 on 22nd
day of July, 2004 pursuant to the provisions of the IRDA
(Insurance Brokers) Regulations, 2002 (herein after referred
to as the 'Regulations’).

Whereas vide their letter dated 03.01.2006, the Broker
expressed its desire to surrender the license and requested
the authority to permit them to surrender the license granted.
Whereas the Broker has also undertaken to service the
existing clients whose policies are in force for a period of
six months as required under Regulation 40 of the said
Regulations.

11th December, 2006

Whereas the broker vide its letter dated 08.11.2006
submitted the original license No.270 for cancellation.
Now, therefore, pursuant to the request made by the broker
for voluntary surrender of the direct broking license, the
authority hereby cancels the Direct Insurance Broker
License No. 270 granted to M/s. Sapthagiri Insurance
Services Ltd.

Accordingly, the Broker ceases to carry on the business of
Insurance Broker.

This is issued with the previous approval of the Competent
Authority.

(Suresh Mathur)
Joint Director

IRDA Circular No. 033/ IRDA/ Brok-Comm/ DEC-06

04th December, 2006

Re: Limits on payment of commission or brokerage on general insurance business

By virtue of the power vested in the Authority under Section
14 of the Insurance Regulatory and Development Authority
Act, 1999 and in terms of the provisions of Sections 40(1),
40A(8) and Section 42E of the Insurance Act, 1938, the
Authority hereby directs that the percentage of premium that
can be paid by way of commission or brokerage on a general
insurance policy shall not exceed the percentages of
premiums set out below. No brokerage can be paid in
respect of an insurance where agency commission is
payable and likewise, no agency commission can be paid
in respect of an insurance where brokerage is payable.

Class of business Maximum percentage of
premium payable as agency
commission or brokerage
(% of final premium excluding service tax)
Agency Comm. Brokerage
1. Fire, Engineering insurances
i. Individuals 10% 12.5%
ii. Corporate clients (including

PSUs) whose paid up capital is:

a) Upto Rs.15 crores 10% 12.5%
b) Between Rs.15crs & 25 crs  6.25% 7.5%
c) Over Rs.25 crores 5% 6.25%

ii. Risks qualifying as large risks under
para 19(v) of File & Use
Guidelines 5% 6.25%
2. Motor insurance business
(other than third party)*, WC/ EL and

statutory PL Business 10% 10%
3. Marine Hull insurance 10% 12.5%
4. Marine Cargo business 15% 17.5%
5. All other business 15% 17.5%

* No commission shall be paid on motor third party insurance

For the purpose of evidence of paid up capital a copy of the
latest Balance Sheet which is in public domain as per the
requirements of the Companies Act, 1956 should be
acceptable. In case of a balance sheet which is 2 years
prior to the relevant year of placing insurance an auditor's
certificate must be produced. In case of sole proprietorship
and partnership firms a certificate from a Chartered
Accountant to the client should be acceptable.

In respect of branches in India of a foreign company
reference should be made to the paid up capital of the
company in the country in which it is incorporated converting
it into Indian Rupees at the current exchange rate on the
date of insurance

No payment of any kind, including "administration or
servicing charges" is permitted to be made to the agent or
the broker in respect of the business in respect of which he
is paid agency commission or brokerage.

This direction supersedes all existing directions on the
subject and shall take effect in respect of insurances or
renewals commencing on or after 1 January 2007.

(C.S.Rao)
Chairman




Ref: 034/IRDA/De-Tariff/Dec-06

IN THE AIR -

4th December, 2006

Sub: Regulation of Rates, Terms and Conditions of General Insurance Business

To,
All General Insurers,

The Tariff Advisory Committee vide its circular ref. TAC/7/06
dated 4th December 2006 has decided that the rates, terms,
conditions and regulations applicable to Fire, Engineering,
Motor, Workmen's Compensation and other classes of
business currently under tariffs shall be withdrawn effective
from 1 January 2007.

By virtue of the power vested in the Authority under section
14(2)(i) of the IRDA Act, 1999, it is hereby notified that the
Tariff general regulations (other than those relating to rating),
terms, conditions, clauses, warranties, policy and
endorsement wordings applicable to the above mentioned
classes of business as well as Marine Hull insurance
business shall continue to be followed until further orders.
The rates of premium may be varied subject to compliance
with the Guidelines on 'File and Use' of General Insurance
Products notified on 28th September '06.

The rates of premium applicable to Motor Third Party
insurance business shall be as set out in Annexure I. Insurers
are advised to be mindful of the concerns expressed by
vehicle owners about both the rates and availability of

insurance. Considering the mandatory nature of Motor
Third Party insurance, insurers are advised to ensure that
Motor Third Party insurance is made available at all their
underwriting branches and that requests for insurance
are processed expeditiously and policies are issued
promptly. The Authority will treat any complaint of non-
availability of insurance or use of methods to put off the
client seeking insurance, seriously.

In respect of all classes of business where the rates
applicable are now controlled by tariff, insurers are not
permitted to cancel the current insurance policies and
issue fresh policies covering substantially the same
properties or interests, in order to alter the rates of premium
offered to the client. The insured is free to cancel its
insurance at any time as per the relevant policy conditions
in which case, premium at short-period rates as applicable
shall be charged for the period on risk.

Insurers are advised to ensure that proper underwriting
standards are maintained even after the tariffs are

withdrawn.

(C.S.Rao)
Chairman

DIRECTION

035/IRDA/Motor-TP/Dec-06

4th December, 2006

Direction under Sec 34 of the Insurance Act

To,
All General Insurers,

Sub : Motor Third Party Insurance
Whereas several complaints have been received regarding
non-availability of motor third party insurance especially for
commercial vehicles;
And whereas insurers have been expressing difficulty to
underwrite this business unless they are permitted to charge
premium rates that they consider appropriate;
And whereas considering the mandatory nature of motor
third party insurance business it is necessary for the Authority
to monitor the rates, terms and conditions of cover for the
time being;

And whereas it is in public interest to ensure that all
insurers registered to carry on general insurance business
including motor insurance business actively participate in
providing such cover to vehicle owners at rates as notified
by the Authority from time to time;

Now therefore, the Authority, after consultation with the
Committee constituted under Section 110G of the
Insurance Act, hereby directs that all general insurers
registered to carry on general insurance business
(including motor insurance business) or general
reinsurance business shall collectively participate in a
Pooling arrangement to share in all motor third party
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insurance business underwritten by any of the registered
general insurers in accordance with the following
provisions:

1. Participation in pooling arrangement: Every insurer
registered to carry on general insurance business
(including motor insurance business) or general
reinsurance business shall automatically participate in the
pooling arrangement to the extent set out herein.

2. Underwriting insurers: Every underwriting office of every
insurer that is authorized to underwrite motor insurance
business for the insurer shall also be authorized to
underwrite motor third party insurance business that will
be shared among all insurers through the pooling
arrangement.

3. Pooling mechanism: The pooling of business among
all insurers will be achieved through a multi-lateral
reinsurance arrangement between the underwriting
insurer and all the other registered insurers carrying on
general insurance business (including motor insurance
business) and general insurance reinsurers.

4. Participation in motor third party insurance pooled
business: The participation of General Insurance
Corporation of India (GIC) in the Pooled business shall be
such percentage of the motor business that is ceded to it
by all insurers as statutory reinsurance cessions under
Sec 101A of the Insurance Act. The business remaining
after such cession to GIC shall be shared among all the
registered general insurers writing motor insurance
business in proportion to the gross direct general
insurance premium in all classes of general insurance
underwritten by them in that financial year.

5. Underwriting of business: Underwriting offices of
insurers shall follow the underwriting instructions of the
General Insurance Council in the matter of procedures for
underwriting and documentation and accounting and
settlement of balances. The business shall be underwritten
at rates and terms and conditions of cover as notified by
the Authority from time to time. No vehicle owner shall be
denied third party insurance cover in respect of his vehicle
which is holding a valid permit for use on public roads

except on grounds of attempted fraud.

6. Claims processing and settlement: All claims in respect
of third party death or injury or physical damage shall be
processed for settlement in a speedy and efficient manner
in accordance with the instructions of the General Insurance
Council. For this purpose, the Council shall adopt a pro-
active claims settlement policy adopting the most efficient
claims processing practices possible.

7. Administration of the Pooling arrangement: The GIC shall
act as the administrator of the pooling arrangement. It will
act under the guidance of the General Insurance Council.
For this purpose, the Council may establish such
Committees of insurers as are necessary to operate the
Pooling arrangement and process and settle claims in the
most efficient manner.

8. Remuneration: There will be no agency commission or
brokerage payable in respect of motor third party insurance
business. The underwriting insurer will be paid a
reinsurance commission of 10% on the premium ceded by
it to all the other insurers and reinsurers. The GIC as
administrator shall be paid a fee of 2.5% of the total premium
on motor third party insurance business in respect of the
business underwritten for the pooled account. Each insurer
shall bear the cost of hardware required to operate the
pooling arrangement within its offices. The GIC will bear the
cost of hardware necessary to administer the pooling
arrangement in its offices. The cost of the operating software
for the pooling arrangement shall be shared by all the
insurers and reinsurers in the manner decided by the General
Insurance Council. Each insurer shall bear the cost of travel
of its executives to attend to the work relating to the pooling
arrangement. However, any travel specifically to service a
claim shall be recoverable as claims related expenses.

9. Agreement: The insurers and GIC shall enter into a multi-
lateral reinsurance arrangement to give effect to this pooling
scheme.

10. Review: The Authority will review the operation of the
pooling arrangement and the need for regulation of the
premium rates and terms of cover and will issue such

directions from time to time as may be considered necessary.

(C.S.Rao)
Chairman




A CRM Paradigm

- Grievances Redressal System
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R. Vaidyanathan writes that there are problems on either side that lead to customer grievances.

He further adds that while the errant staff have to be dealt with strictly, there should be measures to

penalize the wrongful claimant as well; as is the practice in more advanced markets.

Introduction:

L/(? he recent one day seminar on

Grievances Redressal of IIRM,
Hyderabad should be seen as an eye-
opener for more reasons than one. For
one, the seminar brought together under
one roof, the various parties to an
insurance grievance; namely, the
customers, their representatives,
insurers, surveyors, IRDA and even
judiciary. An open forum for free
exchange of views on customer
grievances was badly needed by all the
parties and a good beginning was
made. Secondly, the presentations
made by a few veterans in the field called
for a fresh look at the status and means
of grievance mechanism.

The need for professional handling of
the customer sensitivities was
highlighted and it was suggested that
insurers should utilize outside experts
for reinforcing their own technical
talents. The need for empathy in service
was recalled and specific instances of
gaps in services of insurance industry
were cited. There is need for periodical
auditing of the grievance redressal
mechanism in the service sector. Only
a few days ago, | had a complaint about
my mobile service and spoke to their
service executive. There was an
immediate SMS on my mobile that | had
just spoken to Ms. X and desired to know
whether my grievance was properly
handled or not. Follow-up machinery is
needed to ensure that a desired

minimum level of customer service is
always maintained.

Common grounds for
grievance:

Insurance is not a commodity. It is a
promise to perform in future in return for
a present monetary consideration. Such
a promise is made in an environment
when the customer is absolutely not sure

Grievances arise where there
is a certain level of expectation
by a customer and the reality
does not match up to it.
This could be in terms of
response time or quantum;

or the lack of response itself.

whether the promise will be fulfilled if
and when the need arises. But then, if
and when the need comes, it is already
late for him to evaluate the customer
service standards in the insurer. Yet
another unique feature of the industry is
the peculiar rules of the game such as
uberrimae fidei (utmost good faith),
indemnity etc, which underwriters are
more aware of than the customers.

From the insurers' point of view, an
analysis of the present grievances
would reveal the areas of large gaps in
service levels compared with customer
expectations. It is seen that most

complaints relate to claims and very few
to policy issuance - possibly because,
most insurers have by now some
system in place for quick issuance of
policies. Also, grievances in policy
issuance are quite simple to resolve.
Say, if a customer has not received the
insurance policy document, one more
copy can be given to him on the spot -
grievance redressed even before it
arose. However, grievances still flow on
non-issuance of renewal notices and
also on the correctness of the contents
of the policy. On the underwriting side,
there have also been complaints about
non-availability of policies (insurers
refusing to accept insurances in case
of commercial vehicles and health
covers of the aged) but then with de-
tariffing, formation of Motor TP pool and
with right pricing flexibilities; these
complaints are bound to fade away.

More often, grievances arise in case of
claims. Grievances arise where there
is a certain level of expectation by a
customer and the reality does not
match up to it. This could be in terms of
response time or quantum; or the lack
of response itself. First, the policy
wordings are sometimes found to be
dubious or unclear. The single largest
reason for customer grievances is the
interpretation of 'pre-existing diseases'
in health covers. Nearly two decades
after Health Insurance policies entered
Indian markets, insurers still have
problem with 'pre-existing diseases'!
Similar problems do exist in the theory
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of 'violent, forcible entry or exit' under
Burglary/ Theft covers where insurers'
definitions are at variance with those
under Penal Code. The only plausible
solution is a migration to plain English
policy wordings which are easily
interpreted by the customers and
insurers ad idem.

The second area of dispute often is the
delay in attending to customers' papers.
IRDA has already published regulations
for protection of policyholders. But then
rules alone cannot help. There has to
be a time frame for each type of service
in claims and a time table of service is
to be laid down for strict enforcement.
Policies often specify time-limits within
which, claims have to be intimated to the
insurers. Similarly, policies should also
impose and undertake service time-
frames. Within 24 hours of reporting of a
loss, a surveyor has to be appointed;
within the next 24 hours, the surveyor
should visit the premises of loss; within
the next three days, the surveyor/ insurer
has to list the requirements of
documents; within the next seven
working days, all responses should be
provided by the insured; and so on and
so forth. These apart, there should be
stringent penal provisions on the
insurer/intermediary if such time limits
are not adhered to. The customer need
not however be penalized for delays on
his part, as he is penalized automatically
by his own delay. Once a list of
documents required is given to the
claimants, any addition to the list later
should not be allowed unless arising out
of the response provided by the
claimants. It would even be better if a list
of claim documents required for various
types of claims under the policy is
mentioned in the policy itself.

Wrongful repudiation/ rejection of claims
is one more area giving rise to
grievances. These include grievances
pertaining to partial offers for settlement.
My experience in handling such cases
lead me to the conclusion that in most

cases, the conclusions drawn by the
insurers are correct and in strict
interpretation of the policy coverage but
improperly communicated or not
communicated at all, to the customers.
Say, a claim for Rs.1 lakh is settled for
Rs.55,000; there is need for the insurer
to draw up a list of amounts claimed,
amounts offered for settlement and the
reasons for the difference. In case of
rejection of the claim also, a clear
message is to be sent conveying the
reasons for rejection. In all the cases,
the letter should also refer the grievance
redressal mechanism and the next legal
options available to the customer, such
as Ombudsman, Consumer forum etc.

It is not uncommon to come across
cases where underwriters have sought

Employees in all levels
should be constantly
educated that politeness

does not cost money nor

does rudeness solve
the problem.

from the customer, volumes of paper and
information, one after another, and in the
end send a polite letter of repudiation, a
stance they could have easily made clear
at the beginning itself. Successive
communication to customers seeking
information and documents increases
the expectation of the customers for
early claim settlement. Underwriters
could be better off first sending a letter
to the customer admitting liability, so that
the claimants are not kept on
tenterhooks. Such a communication can
be sent soon after the reporting when it
is clear that the liability exists although
its quantification could take time. A
second useful step could be to first settle
that part of the amount about which there
is no dispute at all. Insurers should

make such on-account payments in
more number of cases, as this provides
the much needed succour to the
claimants.

Over-anxious intermediaries at times
are also source of trouble. Panel doctors
asked to opine about the medical terms
and ailments give recommendations for
repudiation of claims as pre-existing
disease and too often these
recommendations become a convenient
tool for insurers to ignore their own
judgement in such cases. Surveyors
take pride in declaring that a claim
amount was brought down by half, not
being sure whether such an
assessment was fair to the customer
or not.

Perhaps the more difficult complaints to
deal with are those relating to rude
behaviour or demands of bribery. Rude
behaviour has an HR angle to it. No
amount of stress on the part of the
employees can justify any rude word to
the customer. Perhaps the customer is
also stressed out by the anxiety of non-
payment of his claim. The difficulty in
dealing with these grievances that too
mainly in Public Sector is the lack of
proof to deal sternly with the errant
employees. We need an HR revolution
here. Employees in all levels should be
constantly educated that politeness
does not cost money nor does rudeness
solve the problem. It is a new problem
by itself. This of course is an area of
serious concern and time-consuming to
resolve. Demands of bribery, on the
other hand have to be dealt with an iron
hand and insurers have their own
internal mechanisms to deal with these
cases.

Having seen the varieties of grievances,
let us see the effectiveness of redressal
mechanism itself. No grievance
redressal mechanism will be effective
unless it has teeth to bite. An effective
system should be capable of
independently studying the issues
ab initio, reach own conclusions and



convey decisions for immediate
implementation. A system whereby a
superior office stoutly defends the
decisions of its subordinate offices is
only brotherhood in arms for a wrong
cause. In respect of PSU underwriters,
the tendency to reject claims as a
strategy to avoid taking decision or fear
of possible query from audit and
investigative agencies have to be set
aside and replaced by transparent and
uniform decision making systems so
that employees are instilled with
confidence of not facing trouble for their
fair decisions.

There is also a simple way to assess
the customer service standards and
improve upon the service levels as well
as grievance handling machinery. The
organization can study all the judgments
delivered at various forums such as
Ombudsman, Consumer Forum and
various courts to evaluate the extent to
which, the underwriter's views have been
upheld by the neutral and impartial
bodies. Such a study will reveal whether
the underwriter's views are in
accordance with accepted principles of
natural justice. An incidental advantage
of this would be for the insurers to be
better prepared in defending their
decisions before such courts and
forums.

The Right to Information Act has added
a new dimension to customer service
for PSU underwriters. Insurers cannot
afford to keep any information away from
customers while deciding on their
claims.

Good and efficient customer service can
be rendered by any organization, public
or private. It is the basic duty of every
enterprise. A tendency to refuse payouts
as claims to save for the organization
will create distrust in the insurance
system itself in the minds of the public.

Having said so much in favour of
effective customer service and grievance
redressal mechanism, we must see

and hear the other side as well. Once in
a while, we come across an
unreasonable customer. He may be
unreasonable either because he has not
understood the limited coverage under
the policy issued to him or because he
has made an attempt to prefer an
exaggerated or fraudulent claim. The
former being a systemic deficiency
needs to be addressed by way of
heightened customer education
processes, the latter which is not
uncommon needs to be firmly dealt with.
While insurers need not always be
rogues, customers need not always be
angels either. Underwriters come
across frequent cases of customers
availing health insurance covers when
a major treatment is felt imminent.

Good and efficient customer

service can be rendered by any

organization, public or private.

It is the basic duty of

every enterprise.

Proposals do not disclose the existence
of any medical condition.

A few countries have stringent laws to
deal with insurance frauds. In India, there
is no practice to deal with such cases
other than a mere rejection of the claims.
While special legislation on this could
be a distant reality, the regulator can
immediately initiate steps to create a
platform for sharing of information
among insurers about frauds faced and
fought by individual insurers. Absence
of stringent anti-insurance fraud laws
creates problems for insurers and
customers evenly. While the former is
forced to waste its resources in dealing
with unscrupulous customers, thereby
denying efficient service to others; the
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customers suffer by the distrust of
underwriters of all customers when
only a few of them are really bad.

Grievances are opportunities. It would
be better if an organization is able to
function without any customer
grievance at all. But then this is an
unrealistic expectation for any industry
and definitely so for a service industry. A
better expectation would be to
courteously and politely deal with such
grievances, re-examine the subject,
send clear communication of decisions
with reasoning and informing about
possibilities of further appeals. A
broader mindset is expected of officers
to decide on issues already decided by
them or by their juniors, so that the
grievance machinery is effective. The
grievance redressal process should
not only be transparent but also appear
to be so.

With detariffing already a reality,
underwriters have to search for USPs
so that they can reach the customers
with a clear message. In the current
environment, when there is no
differentiation between one insurer and
another in terms of the products or in
terms of the pricing, identification of
USPs become difficult. If an insurer is
able to offer a product at a price, any
other insurer also can offer similar
cover at a matching price. Efficient
customer service and effective
grievance handling could therefore
make all the difference.

*

The author is Company Secretary of The
Oriental Insurance Company Limited,
New Delhi. The views expressed in the
article are those of the author.




18

ISSUE FOCUS

Handle with Care

- Customer Service in Life Insurance

"Redressal of customers' grievances is just a reactive way of insurers providing the

minimum expected customer service. The need of the hour is a more proactive approach

aimed at seeking what additional elements would delight the customer more and more" says Sanjeev Mago.

'@eople purchase insurance to
cover contingencies. Over the last
few years, developments in the
insurance sector have resulted in a
paradigm shift in the way the business
is conducted. In a free market scenario,
the customer has a choice from whom
to buy. He exercises this choice based
on perceptions formed through his
experiences.

But even with the overwhelming choice
of products and providers, consumer
grievances continue to rise. It has been
observed that many of the complaints
are a result of communication and
administrative failures. Quite often, the
point of sale is the root cause for most
grievances as the consumer does not
know or just doesn't understand what
he is buying. Sometimes it is in the
nature of the product, but more often than
not, it is an unsatisfactory level of
information from the insurer's side.
When the insurer or his representative
is talking to a prospective customer,
disclosure about the product is a vital
need. There is a generic complaint in
this industry about the products as the
consumer is neither told what he should
know nor does he know what to ask. This
may result in the consumer ending up
with a product he does not really require.
Another common complaint is that the
agent promises the customers higher

returns than possible and understates
the charges especially in unit linked
insurance products.

The insurer or his representative
should ensure that all material
information about the product being
sold is given and the customer is able
to decide which the best cover is for
him. Further, if the proposal form or
other documents are not filled in by the
prospect, a certificate needs to be

The insurer or his representative
should ensure that all material
information about the product

being sold is given and the

customer is able to decide which
the best cover is for him.

incorporated at the end of the proposal
form from the prospect that the contents
of the form and the documents have
been fully explained to the customer
and that he has fully understood the
significance of the proposed contract.
This precaution if genuinely taken,
takes care of an oft-repeated complaint
against the insurance company that the
customer wasn't adequately informed.
It is thus imperative that the insurance
customers receive precise, clear and

correct information of products and
services from the insurer who also
makes the customer aware of their
responsibilities and duties in this

regard.

Customer servicing today has become
the focal point of insurance companies.
It is an area where the new companies
are clearly ramping up by bringing in
their best practices and operational
efficiencies by appropriate use of
technology. There is a greater sensitivity
in dealing with the customers. However,
a lot needs to be done. Insurers need
to fast gear up to the situation and the
real response and turn-around time in
delivery of services needs to be reduced
in specific areas like delivery of first
policy receipt, policy documents,
premium notice, maturity payments,
death claims etc.

At the claim level specifically, the
disposition of any insured hardens
when questions seeking clarifications
on the claims are put to them. Extracting
sensitive information from the insured
is always a difficult and delicate
process. The insured views these
processes with skepticism believing
that the object of the insurer seeking
the information is to turn things against
the insured. There is no doubt that it
has become far too common between

insurers and insureds to believe that the



other side is abusing the claims
investigation process. In fact, it has
grown to such an extent that there is an
air of mutual distrust when it comes to
the finalisation of the claim. From the
side of the insurers, there is too common
a belief that insureds are conspiring and
hiding critical information in an attempt

to perpetuate an insurance fraud.

A professional claims manager should
treat the insured with courtesy and
respect. A sensible, professional
explanation of the insurance policy
contract and the obligations of each
party to the contract can be conveyed in
simple, easy to understand language.
Claims handling is a service. Once the
insured understands the claims
professional is present to perform a
service, co-operation automatically
follows. A skilled interviewer can cause
the most reluctant person to speak in
confidence to him or her.

Insurance is a business of trust.
Courtesy, knowledge and training form
the bedrock of Max New York Life's
system and it is our aim to be the most
admired life insurance company. Our
quality of advice is rated very high. Our
agency distribution model is founded on
extensive training and continuous
supervision. The agent advisor
undergoes 152 hours of training - 52
hours more than the mandated 100-
hours training. We follow quality
systems in assuring consumer
experiences - from business of quality
to quality of business, which aims at
helping in delivering value to the
customers. Our quality strategy is seen
as an integral part of business strategy
and processes and measures are

aligned to customer's need and

expectations. We took the lead at making

sales illustrations available to
customers which was later made a
mandatory requirement by the
Regulator. A sales illustration reduces
the possibilities of miscommunication.
Moreover, we approach our customers
in a friendly manner. The magic words

can be: "How can | help you today?"

There is an advantage in asking the
"how" questions because it somehow
illicits a positive interaction, as opposed
to questions answerable by "yes" or
"no." If the customer does not like our
solution, we ask what they would
consider a fair alternative. If we cannot

The complainants not only want
quick resolution but also
satisfactory results or a positive
outcome and therefore we always

give weightage to customer voice.

meet their request, we say so, but never
say they are wrong, and never get into
an argument with a customer. It is vital
to be considerate towards the
customer's feelings and be courteous.
All that the customer really wants is
someone to hear and respect his or her
point of view. We then follow up within a
few days to ensure that the customer is
completely satisfied. This strengthens
the relationship and helps gaining
additional business. It stems from the
fact that a customer's loyalty is only as
strong as the success of their last
contact with you. For our High Networth
Individual (HNI) customers, we go a step
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further by providing customised
services such as providing for the
medical facility at home.

The motto of our Claims Management
Process is to be 'Fairest, Fastest and
Friendliest'. In claims processing, we
have a fast turn-around time. We ensure
that the Claim Management Process is
smooth and to do that we travel an extra
mile appointing agencies at our cost to
collect documents of claimants. We try
to be a part of our customer's grief by
sending them a condolence card which
helps build trust before the claim
process starts.

Further, all systems are very 'process-
oriented'. We were the first life insurance
company to get the ISO Certification
(including many other firsts like a toll-
free number and a free-look period).
With a robust Six Sigma Implementation
structure and team in place consisting
of Sponsors, Champions, Black Belts
and Green Belts, our endeavour is to
have the entire employee population Six
Sigma empowered.

We have a dedicated team of
professionals looking after both
grievances/complaints from the quality
angle. The complainants not only want
quick resolution but also satisfactory
results or a positive outcome and
therefore we always give weightage to
customer voice. There is also a well-
integrated timeline tracking system
called CCRP
Resolution Programme) in place that

(Customer Care

responds to complaints and claims
promptly, accurately and with utmost
courtesy. For settling claims, we follow
a merit-based approach as tackling it
as a mechanical process would never

achieve its aim.
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We were the first life insurance company
to launch phone servicing and won the
prestigious 'Best Six Sigma Project'
award for 'Project Servottam' (a
compound for service + uttam or the
best) recently at the 'Sakaal Six Sigma
Excellence Awards-2006'. 'Project
Servottam' is a key initiative of the 'Change
for Growth Programme' initiated to align
the current service architecture,
processes and all aspects of servicing,
to deliver the best in class services to
our agent advisors and our customers.
Apart from the Sakaal Six Sigma Award,
we were the final nominees in the
insurance category for the prestigious
'Avaya Global Customer Responsive
Award'. We service seven types of service
requests on the phone through our call
center and as against a turn-around time
of three days, for call received to
confirmation to customer, the current turn
around time is one day for 96% cases.

Our service quality and process quality
are interlinked. The needs of the
stakeholders are captured through
various sources and this knowledge is
converted to identify key issues and gap
areas. We have established an internal
feedback system that serves as the initial
indicator. Our listening posts include:

e C-SAT Survey (Customer Satisfaction
Survey)

* A-SAT (Agent Satisfaction Survey)

e Service scorecards

* Mystery shopping

e Post policy questionnaires

The data is collated quarterly. The gaps

are identified as:

* Customer Expectation - Management
Perception Gap

* Management Perception - Service
Quality Standards Gap

e Service Quality Standards - Service
Delivery Gap

External

e Service Delivery -

Communication Gap

There is a constant endeavour to
improve the customer experience at
different stages by translating the key
issues into customer requirements.
Improvements result through audits;
process re-engineering; focused Six
Sigma projects and audits; service
ethics training; knowledge
management; best practices sharing
and replication. We also have in place
(CVQC)

Customer Value Council

Fairness, transparency and orderly
conduct in financial markets
dealing with insurance helps an

organization build a reliable
management information system
and enforce high standards of
financial soundness.

established to protect and consider
customer propositions and Risk Review
Board (RRB) to constantly review the
latest trends and revise our internal
standards along with constant
benchmarking of service parameters in
insurance and other financial services.
When it comes to technology, we are
totally customer-centric in our approach.
We are able to conceptualise and define
quickly how IT can further our
organisation's objective of using cutting
edge technologies into a competitive
advantage for our clients. With the help

of the Internet, we have successfully

launched our distribution portal, agent's
portal and the customer portal. We
effectively promote and use CRM as a
tool to minimise the incidence of

grievances.

In our overall conduct as a life insurer,
we endorse self-regulation as a policy.
We promote, monitor and enforce high
financial

standards of integrity,

soundness, fair dealing and
competence. Fairness, transparency
and orderly conduct in financial markets
dealing with insurance helps an
organization build a reliable
management information system and
enforce high standards of financial
soundness. Immediate action should be
taken where such standards are
inadequate or ineffectively enforced. We
are of the opinion that only customer
satisfaction would lead to a healthy
growth of not just our company but the
industry as a whole. And our journey
continues towards being the most

admired life insurance company...

*

The author is Senior Vice President -
Customer Operations, Service Delivery &
Quality, Max New York Life Insurance
Co. Ltd.
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- The Grievance Redressal Authority
PA. Chowdary, the Ombudsman himself describes the role of the institution;
and suggests measures to further improve its working.
from the aggrieved insured public or e. Non-issue of any insurance

L/C; he Government of India

promulgated Redressal of
Public Grievances Rules 1998 (under
the Insurance Act 1938) to establish the
Institution of Insurance Ombudsman in

the country with a view to provide the

insuring public a speedy and
inexpensive grievance redressal
mechanism.

The institution of Insurance

Ombudsman started functioning since
1999. Ombudsmen are appointed from
persons with experience in Industry,
Civil, Administration and Judicial
Services. Ombudsmen are provided
with secretarial staff by the Insurance
Council. Staff is drawn from public
sector insurance companies through
fixed term deputation.

At present there are twelve Ombudsman
centres covering all parts of the country
with specific territorial jurisdiction at the
following places - (1) Ahmedabad, (2)
Bhopal, (3) Bhubaneswar, (4)
Chandigarh, (5) Chennai, (6) Delhi, (7)
Guwahati, (8) Hyderabad, (9) Kochi, (10)
Kolkata, (11) Lucknow and (12) Mumbai

Objective:

Insurance Ombudsman is the
insurance grievance redressal authority
with the objective of providing a forum

for resolving disputes and complaints

their legal heirs against insurance
companies operating in general
insurance business and life insurance
business, in public and private sector.
The authority resolves the complaints
relating to settlement of claims on the
part of insurance companies in a cost

effective, efficient and impartial manner.

The authority resolves the

complaints relating to settlement

of claims on the part of insurance
companies in a cost effective,

efficient and impartial manner.

Powers of Ombudsman:

The Insurance Ombudsman considers

the following types of complaints:

a. Any partial or total repudiation of
claims by an insurer

b. Any dispute in regard to premium
paid or payable in terms of the policy

c. Any dispute on the legal construction
of the policies in so far as such

disputes relate to claims

d. Delay in settlement of claims

document to customers after receipt

of premium

The following types of complaints are
not fit or not maintainable or not
entertainable by the Ombudsman.

¢ Complaints in respect of policies
issued on firms/organizations/
companies. Even single proprietary
firms are excluded from the ambit of
RPG Rules 1998.

e Complaints regarding lapsed
policies
* Routine administrative or policy

service matters

e Complaints against staff of

insurance companies
e Complaints on agents/development
officers/marketing officials of
insurance companies.
Conditions for
complaints:

admitting

Any aggrieved individual who has taken
insurance policy on personal lines or
his legal heirs under such policy can
approach Ombudsman within whose
jurisdiction the Branch or office of the
insurer complained against is located.
Insurance on 'personal lines' means a
policy taken or given in an individual
capacity, e.g. life insurance, personal
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accident insurance, insurance of
property of the individual such as motor
vehicle, household articles, mediclaim
insurance etc. In the case of complaints
group
schemes, place of residence of the
decide the

arising under insurance

complainant would
jurisdiction of Ombudsman irrespective
of the place of issue of the policy.

For a complaint to be
admissible, it is essential that:

+ Before approaching the

Ombudsman, the complainant
should have made a representation
to the insurer who had either rejected
the complaint or the complainant
had not received any reply within one
month or the complainant is not
satisfied with the reply given by the

insurer.

¢+ The complaint is made within one
year after the insurer had rejected the
complaint or sent his final reply on
the complainant's representation

¢+ The subject matter of complaint
should not be pending or considered
by any Court or Consumer Forum or
Arbitrator

¢+ Compensation/relief claimed should
not exceed Rs.20 lakh.

Procedure for lodging
complaint:

The procedure is simple as the
complaint can be given on a plain paper.
When the complaint falls within the terms
of reference, the office of Ombudsman
will issue prescribed forms to the
complainant. No fees/charges are
required to be paid. The complainant is
not required to approach the
Ombudsman through a lawyer as it is

established to administer justice directly

and expeditiously. The purpose of
Ombudsman is to bring about an
amicable resolution of the complaint in
quick time and with minimal cost. After
conducting personal hearing of the
complainant and insurance companies,
the Ombudsman decides the issue in

the form of an award or ex-gratia.

After conducting the hearing, the
Ombudsman passes an award within
three months from the date of receipt of
the complaint in the prescribed form.
The award of the Ombudsman is
binding on the insurer. If the award is
not acceptable to the complainant, then
cannot

the insurance company

The purpose of Ombudsman

is to bring about an amicable

resolution of the complaint in

quick time and with minimal cost.

obviously implement the award since
the acceptance is a precondition for the
company to implement the award. There
is no provision for review of the orders
passed by the Ombudsman. Mistakes
apparent from record may be rectified
by virtue of inherent powers. However,
complainant can approach the
consumer forum or civil court if not
satisfied with the award of the

Ombudsman, but not as an appeal.
Complaint Settlement
Procedure:

The Ombudsman may adopt any

procedure which he deems fit for
disposing off the complaint fairly and

equitably. The Ombudsman may ask the
parties for necessary papers in support
of their claims and may collect factual
information available with the insurance
company. The Ombudsman may
engage the services of professional
experts to assist him in discharging his
functions. The Ombudsman, as an
independent and quasi-judicial body,
may follow such procedure considered
just and proper for promoting

settlement of the complaint.
Recommendation:

The Ombudsman shall act as
counsellor and mediator if requested
to do so in writing by mutual agreement
by the complainant and the insurance
company. The Ombudsman shall make
a recommendation which he thinks fair
in the circumstances of the case within
one month from the date of receipt of
the complaint.

Award:

Where the complaint is not settled by
agreement, the Ombudsman shall pass
a speaking award with detailed
reasoning which he thinks fair in the
facts and circumstances of the claim.
The award shall state the amount
awarded to the complainant and the
compensation awarded shall be limited
to the loss suffered by the complainant
as a direct consequence of the peril
subject to a limit of Rs.20 lakh.

Dismissal of the Complaint:

If the action of the Insurance Company
in rejecting the claim is found to be in
order and as per law on the facts and
circumstances of the case; the
complaint shall be dismissed by the
Ombudsman by passing a speaking
order with detailed reasoning.



Ex-gratia:
If the Ombudsman deems fit, he may
award Ex-gratia payment of a claim.

Miscellaneous Provisions:

Advisory Committee - Consisting of five
eminent persons is notified by the
Government to assist IRDA to review the
performance from time to time. IRDA,
after discussion with GBIC may
recommend to Government appropriate
proposals for effective improvement in
functioning of Ombudsman by amending
the Scheme.

Annual Reports are submitted by the
Insurance Ombudsman containing (i)
Review of the activities for the financial
year, (ii) Quality of service rendered by
the insurers (iii) Recommendations for
improving them and (iv) Suggestions for
long term improvement of insurance
sector.

G.B.I.C. - may suggest to Insurance
Ombudsman recommendations which
will enhance the objectives of the
Scheme.

Field Experience:

Some of the pleasant experiences of the
institution of Ombudsman are as follows:

* Achieved the objective of providing
the insured public a speedy and
inexpensive grievance redressal
mechanism by resolving the

complaints relating to settlement of

claims in a cost effective, efficient

and impartial manner.

e Serving as a check on the internal
grievance redressal mechanism of
the insurance companies.

* Representations taken seriously as
their decisions can be contested by

complainants  to Insurance

Ombudsman and are subject to
scrutiny.

e Some complaints settled by the
insurance companies on receipt of
notice from the Insurance
Ombudsman before the hearing.

e Small policyholders who cannot
afford costly litigations in courts are
benefited, as there are no fees/no
intermediaries.

At the joint conference of Ombudsmen

& Members of GBIC on 03.01.2006 the

Chairman, GBIC observed as follows:

e In a short span of 5 years, the

institution has done an

In a liberalized insurance market,
the consumer has become the focal
point of all activities and the
establishment of the institution of
Insurance Ombudsman has been a

right step in the changed

circumstances.

excellent job and is being taken note
by ordinary insuring public.

* In a liberalized insurance market,
the consumer has become the focal
point of all activities and the
establishment of the institution of
Insurance Ombudsman has been
a right step in the changed

circumstances.

e Till September 2005; out of 34000
complaints received, justice was
dispensed through 10500 awards
and recommendations for a total
relief of Rs.40 cr. It has also

displayed its efficiency by reducing

0
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the initial cost of Rs.13000/- per
disposed of complaint to Rs.5500/-
as at 31.3.2005.

Chairman, Insurance Ombudsman
Advisory Committee pointed out:

¢ That the results produced by the

institution of Insurance
Ombudsman are far superior as
compared to consumer forums at
State and Central level put together.
The disposal rate of 83% is fairly a
good track record and should be

appreciated.

¢ The
recommendations

finality of awards/
made by
Insurance Ombudsmen is the USP
of the Scheme and hence it is
superior to the judgements made

by Civil Courts/Consumer Forums

where there are appellate
provisions.
Suggestions for reducing

grievances:

The claim settlement performance of
the industry is commendable as lakhs
of claims are settled every year without
any dispute or problem. The number of
complaints to Ombudsman is not
increasing in proportion to the increase
in the number of policies issued and
claims settled. However, there is scope
for improvement and minimizing the

grievances in the following areas:

1. Inordinate delay in processing
claims and in communicating the

decisions.

2. Inadequate appreciation of the facts
and circumstances leading to

claims and grievances.

3. Inadequate checks and balances in
reviving the lapsed policies merely
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8. Simplification of
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on the basis of good health
certification. It is observed that
revival of policies up to a period of
five years without medical
examination facilitates collusion,
misrepresentation and fraud by the
agents and policyholders. Deterrent
action is required to be taken
errant

against agents and

development officers.

4. The customers should be educated

on the risks they are exposed to and
about the policies available.

5. In the cases where mis-sale or

misrepresentation by the agent is
established instead of letting
officials go lightly, deterrent action
is required to be taken and the
policyholder need not be penalized.
At least the claim should be settled
with suitable ex-gratia at the
representation stage.

6. Where third parties like TPAs,

surveyors and professionals are
involved, indulging in blame game
and passing the buck is not
desirable for the inordinate delay in
processing the claim and rejecting
the same on frivolous grounds.

7. Officials should be encouraged to

take bold decisions in bona fide

cases.

forms and
procedures is desirable and as far
as possible the forms should be got
filled up by the insured and the
medical information may be
required to be supported by medical

records.

9. Policies should be drafted in simple

understandable language. Industry

should strive for common format of

documentation and language for

similar policies. Important
provisions like exclusion clauses,
time limits for preferring claims etc.
should be prominently displayed

and not in small print.

10. Rejection on technical grounds like
delay in preferring the claims should
be avoided where reasonable
cause for the delay could be shown
and the delay deserves to be
condoned on the facts and
circumstances of the case. If the
claim is otherwise admissible, the
delay should be condoned by the
reviewing authorities of the internal

Rejection on technical grounds like
delay in preferring the claims
should be avoided where
reasonable cause for the delay

could be shown and the delay
deserves to be condoned on the facts
and circumstances of the case.

grievance redressal mechanism
instead of driving the policyholders
to external authorities.

11. Rejection on the basis of

assumptions, surmises or
suspicion should be avoided. Any
conclusions relating to pre-existing
diseases etc. should be supported

by proper evidence and records.
Conclusion:

Insurance companies should create
awareness by displaying salient
features of the scheme for common
knowledge of the public enabling the
small policyholders to avail the benefits

of this inexpensive and expedient
remedy. Insurers should communicate
information regarding Ombudsman
along with the policy document and
while repudiating the claims [IRDA
(Protection of Policyholders' Interest)
Regulations, 2002]. The distinction
between internal grievance redressal
machinery and the scheme of
Ombudsman should be properly
clarified in the policy document.

The following observations of the
Supreme Court in the case of Asha Goel
(AIR 2001 SC 49) against mechanical
rejection of claims of policyholders
should be kept in view by all the
authorities dealing with the redressal
of grievances. "The public in general
and crores of policyholders in particular
look forward to prompt and efficient
service from the Corporation.
Therefore, the authorities in charge of
management of the affairs of the
Corporation should bear in mind that
its credibility and reputation depend on
its prompt and efficient service.
Therefore, the approach of the
Corporation in the matter of repudiation
of a policy admittedly issued by it should
be one of extreme care and caution. It
should not be dealt in a mechanical and

routine manner."

* kK

The author is Insurance Ombudsman,
Hyderabad.




ISSUE FOCUS

=

ANOTE ON INTERNAL GRIEVANCE REDRESSAL MECHANISM IN INSURANCE SECTOR

(Contributed by Insurance Ombudsman's Office, Hyderabad)

No organization dealing with customers
can think of ignoring its customers, their
sentiments, feelings and responses.
This is more applicable to service sector
industries as there will be a variety of
grievances. Sometimes a grievance may
start even before sale of a product or

service.

Organizations must, therefore, equip
themselves to sort out grievances in an
effective  manner within fixed
timeframes. An effective grievance
redressal mechanism will certainly
enhance the image of the organization
and will contribute to the business of the
organization. Many of the modern
organizations have recognized the
importance of having structured internal
grievance redressal machinery and are
seeing this as a marketing tool. In the
present day scenario, no organization
can afford to view a grievance as a
nuisance. A grievance from a customer
gives an opportunity to the industry to
correct its activities, to improve its R&D
activities and to promote its business.
After all, the purpose of existence of any
business organization is to improve its
profitability.

Insurance industry cannot be far from
this thinking and the public sector giants
like LIC and GIC have set up their own

internal mechanisms to sort out

grievances to the best possible

satisfaction of their customers.

The foremost thing required in this
direction is to recognize a grievance in
its nascent phase and nip it in the bud.
This will render satisfaction to the
customer that he was heard properly
and even if his point of view was not
upheld, he would try to appreciate the
decision of the insurer. The public sector
LIC has adopted the CRM culture in its
operations to give a boost to its internal
grievance redressal machinery. Other
insurance companies also are doing
this exercise in different ways; albeit, with

a different nomenclature.

Hearing of complaints by
designated person:

The public sector players, under
instructions from the Government, have
nominated officers at certain levels to
be grievance redressal officers and
directed them to be present in their
offices on certain days of a week to hear
grievances personally. This is a very good
attempt made by the Government and
this will certainly improve things if the
objective is understood by the persons
concerned. Fifty percent of a person's
grievance will be over if a patient hearing
is given. There is a need for adoption of
this practice by the private sector
insurance companies also as most

often their services are centralized to

meet costing needs. The prevailing
practice in the private sector is to give a
toll free help line number to the
customers and this will not work with
rural customers. Even urban customers
also find it difficult to reach the official
concerned as they have to undergo the
ordeal of trying the sequential process
of dialing numbers till they get required
assistance or help. A personalized
attention to grievances will help the

private sector insurance industry also.
Anticipation of grievance:

Identifying the sources of grievances is
the foremost preemptive step required.
As the adage goes "Prevention is better
than cure", it is always better to identify
the areas where problems are likely to
arise and initiate steps to eliminate such
weak areas. ASWOT analysis is required

to be done on a continuous basis.
Communications:

Response to complaints is a very
important aspect that cannot be ignored.
All written communications must be
responded to timely; and to the point in
detail. All principles of effective
communication must be observed and

response time should be minimum.

While communicating verbally, lot of
restraint must be exhibited from the
organization's side and emotions
should not be allowed to dominate the

scene.
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Understanding the complaint:

It is very essential for the organization to
understand the problem of the customer

before prescribing a solution.
Citizens' Charter:

Prescribing a citizens' charter for all
public offices is an initiative taken by the
Government in addressing some of the
problems where complaints are prone
to occur. This will enable the employees
of the organization to know about the
organizational commitments and about
their responsibility. This can be tried by
the private sector insurance industry

also according to their needs.
Statutory Obligations:

The insurance industry in the country is
under the control and supervision of the
regulator IRDA. The regulatory authority
has prescribed various norms to the
insurers to ensure a level playing field
and it is obligatory for them to follow

these.

The purpose of existence of an
insurance company is to settle claims
and the role of the insurer is primarily to
act as fund manager or administrator.
No insurer should forget about this
fundamental objective and relegate the
objective to give importance to
profitability.

Most often, complaints in insurance
industry arise out of rejection of claims
in full or partially; or due to delay in
settlement. The regulator has set some

time limits for settlement of claims or

otherwise. When a claim is rejected,
most often it is based on the decision of
an individual. Individual decisions are
most likely to be conservative, for fear of
action from the management. If this fear
factor is to be eliminated, there should
be a system of collective decision
making, particularly when a rejection
decision is made. A group decision
would always be better than an individual
decision and people will feel free to

express their opinion.
Review Mechanism:

To err is human. Recognizing this reality,
all civilized societies provide for
judicious review mechanisms. All
judgments delivered by courts are
subject to review by specified bodies.
Keeping this basic principle in mind, the
public sector LIC has set up review
committees at their zonal level and
central level to review their decisions,
particularly in respect of rejected claims.
To give a better transparency to the
system, they have included retired
judges in such review committees and
have specified monetary limits for such
review committees for a judicious
exercise of discretionary powers. This
is a step in the right direction and
organizations which do not have this
kind of mechanism can experiment with
it. Organizations should try to see all
signs of complaints as opportunities for
their business growth and credible

internal grievance redressal machinery

~

will certainly give an impetus in that

direction.
Government Intervention:

It is the responsibility of the state to
protect the interests of the customers
if the industry fails to meet their
obligations. Setting up of the Offices of
Ombudsman is a step in this direction.
Judicial process is a costly and time
consuming mechanism for redressal
of disputes. The action under
Consumer Protection Act, 1986 also
has become a time consuming
process in resolving disputes. To give
a speedy solution to the problems of
consumers; the RPG Rules, 1998 were
framed and the offices of Insurance
Ombudsman have been established.
The insurance companies should
realize that they should minimize the
incidence of a grievance going outside
their company for a review and effective
internal redressal machinery would
help them in all their business

interests.
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A Powerful Agent of Change

- The Customer Perspective

‘Technology, competition and consumers have transformed the way the insurance business transactions

are now performed' says G.V. Rao. He further adds that the future would determine how

the consumers would like them to be changed.

L/G his article limits itself to

understanding why problems
arise between the two parties to the
contract; and how customers would
dictate the future pace of the relationship
in a detariffed scenario. It is expected
that understanding customers and their
changing expectations would lead to
insurers devising improved systems,
injecting acceptable professional
standards and displaying empathetic
attitudes in handling their grievances.
The current opaque and one-sided
grievance review system needs an
urgent overhaul. The market dynamic is
changing yet again with the detariffing
measure. Would insurers at least now
change their business mechanics? Let
us discuss where the industry currently
stands.

How insurance business has
changed:

The non-life industry has an annual
premium of about Rs.25,000 crore. Motor
portfolio forms about 42 percent, Fire 20
percent, Health 12 percent, Marine 8
percent, Engineering 6 percent, Liability
2 percent; and the rest 10 percent comes
under the Miscellaneous portfolio. The
industry issues about sixty million
polices and deals with new claims of
less than Rs.35 lakh each year. Annually,
the insurers pay out about Rs.12,000
crore of which about 60 percent are
towards Motor claims.

The penetration level of insurance, as
measured by gross insurance

premiums to GDP was about 0.65
percent in 2004; the insurance density,
measured as per capita gross
premiums to population, was $4. For
China, our big neighbor; the penetration
level was 1.05 percent and the
insurance density was $13. The GDP in
India in 2004 was $670 billion and that
of China $1700 billion. As against

There is a need to reduce
hoth the service tax
and the internal operational
costs of insurers to make
insurance products more

affordable to semi-urban

and rural segments.

India's gross premiums of $4.3 billion
in 2004; China's was $17 billion, four
times India's, though the GDP of China
was 2.5 times that of India's. The non-
life insurance industry has a lot to catch
up on our neighbor.

The portfolios of Fire, Marine and
Engineering (34 percent) are mostly
bank and financial-institution driven; the
Motor and Health portfolios (54 percent)
are customer-driven; the insurer-driven
portfolios are about 12 percent. It is
evident that the insurers have functioned
so far largely as mere insurance-
providers rather than as change or

trendsetters: either as product
innovators or as market innovators.
Their reactive provider's culture has now
come to haunt them; when the
insurance market has become vibrant
with competition, and the consumer-
provider dynamic has significantly
changed. What additional factors have
affected the market developments?

Factors influencing market
dynamics:

Insurance buying today has become
more expensive due to two factors.
There is an imposition of service tax of
12.24 percent on all insurance
premiums paid by consumers. In the
UK, from where the insurance system
originated, it is called the premium tax
and is levied at only 5 percent.
Secondly, the operational costs of
Indian insurers are quite high, at over
35 percent of earned premiums, despite
all the technological improvements they
have made. The margins on claims
ratios having been squeezed to less
than 60 percent-rather difficult to realize-
- their continued loss-making
propensities on operations have
affected their marketing approach and
attitudes towards consumers. The
evidence is in the harsh treatment the
consumers get while their claims are
processed. There is a need to reduce
both the service tax and the internal
operational costs of insurers to make
insurance products more affordable to
semi-urban and rural segments.
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Despite the tariffs, with pre-determined
rating structures, the insurers are
consistently making huge operating
losses. Now, with the rates getting freed
and the motor TP rates in the doghouse
of the Motor Pool, do the PSU insurers
really believe that a level playing field has
been made for them? Insurers in
general, and the PSU insurers in
particular, have failed to take into account
the changes that have occurred around
them. What are these changes?

Technology, competition and consumers
have transformed the way the insurance
business transactions are now
performed; and the future would
determine how the consumers would
like them to be changed for them. The
shots for market changes would be
called by the consumers; and no longer
by the insurers. ATMs and credit cards
have influenced financial transactions
between the parties. Competition has
enabled more choices of services and
products to consumers; and excellence
in perceived service by insurers is seen
as a differentiator, instead of price; as
the real value of the product.

The business profiles of insurance
consumers of non-life insurance have
changed and are different from those of
yesteryears. They are mostly in the
younger age group and are better
educated; they appreciate the value of
insurance, and are time and
convenience conscious and are
impatient for outcomes. They know how
to make a choice of a service provider of
their own in the competitive environment.
There are no second chances to qualify
for patronage.

Price vs. Value:

Now a days consumers view the price
they pay for a product in the context of the
value the product delivers. In the case of
an insurance policy, the value addition
to its purchase actually takes place, not
when a policy is bought, but only when a
claim occurs. At this point, the policy or

the promise of indemnity made
assumes a significant value to the
consumer.

Would the insurer really deliver on the
promise made to him? Would he get the
promised value on the policy he bought?
Only if and when a claim were to occur,
does an opportunity also arise for an
insurer to build a credible and trusting
relationship with his customer. Thus, to
an insurer a claim occurrence becomes
the real 'moment of truth' and also an
opportunity for brand building as well.
Does he realize this simple truth?

What complicates business
relationships?

Why is the relationship between the
insurer and his insured mostly tense?
The answer lies in the nature of the non-

Insurance being an intangible
product, the 'technical quality of
the service' depends upon its
reliability; that the insured

knows or is educated enough to
know, when it would work for
him and when it would not.

life insurance contracts that are subject
to peculiar legal principles of utmost
good faith and indemnity that are unique
to them. An insured often fails to
understand or refuses to understand the
significance of these twin principles that
guides the basis of insurance contracts
and of the claims settlement.

Compounding this complex situation is
the insured's own double standards of
judging the product initially based on
price; but judging the value of the product
and the conduct of an insurer on how
his claim is processed. The claim
situation is thus charged with these
conflicting facts and feelings. This

asymmetry in information exchange has
largely led to a poor image of insurers.

Insurance being an intangible product,
the 'technical quality of the service'
depends upon its reliability; that the
insured knows or is educated enough
to know, when it would work for him and
when it would not. The 'functional quality
of service' is situational and is perceived
not only on what is delivered as service
but how and who delivers it. This
functional quality of service is subjective
and depends on the individual
customer's expectations. Both these
variables, the technical and functional
qualities of service, are managed by the
customer philosophy of the service
provider.

As the saying goes: make a customer
happy, he would tell two of his friends
about it. Make a customer unhappy, he
would tell everyone he knows about it.
Insurers, according to consumers are
in the business of ensuring that their
customers do get a fair treatment. But
the insurers seem to believe and act in
their approach to market that they are
really in the business of collecting
premium incomes. Fair claims
settlement to reinforce the faith of the
consumer in insurance is incidental, but
is not primary to the insurers' competitive
business strategy.

Competition from established
players:

For the established insurers, these new
market challenges have come in as huge
surprises of the markets, strategies and
mindset initiated by the consumers; and
they are trying to cope with them by
responding with old structures, old
systems and old mindset. From merely
managing insurance business to
competitively marketing insurance
products has been none too easy for
them. In a span of less than six years,
they have seen their market share
dwindle by 35 percent.



The PSU insurers attribute this setback
to the prevalence of tariffs and the
unethical practices indulged in by the
new players to gain business volumes,
but not to their own internal deficiencies
or to their outdated business models.
Now with the dismantling of rating
structures of the hitherto tariffed
business in Fire, Engineering, and Motor
OD, the PSU insurers see a great
business opportunity; as permitting
them to compete on prices, their sole
competitive strategy.

This approach towards price
competition to woo customers is
shortsighted; customers are hungry for
quality improvements to be offered to
them by insurers. Price reduction is a
one-time exercise. After collecting a large
number of customers, how does one
retain them? The obvious question to
ask is: how many customers are happy?
Why?

An unpredictable challenge:

Customers want the best of all the
worlds; price reductions, wider product
coverage and
settlement. Once that is available,
customers would ask, what next? That

excellent claims

is the trend seen in all other sectors
including in banking and in life
insurance. Only the non-life insurance
segment has refused to face reality and
has refused to change its thinking and
mindset. If ever there were a crisis that
is likely to arise in the financial sector, it
would be in the non-life insurance
segment.

Dismantling tariffs could lead to
unbridled greed on the part of customers
for rate reductions, their appeasement
on the part of insurers, whose internal
financial controls and corporate
governance standards are weak and
uncertain; this could lead to possible
market instability; unless the sector is

strongly and regularly monitored.

Neither the customers nor the insurers
know where to set limits to their
expectations. The past experience of
detariffing in Marine in 1994 has seen
competitive hunger for premium
overriding prudent underwriting
standards. The initiative to set domestic
rating and coverage standards of
underwriting would soon be passed on
to international reinsurers. It has
happened elsewhere; it could happen
soon in India to restore discipline among
the ever-hungry insurers for premium

incomes.

Final word;

Which way would the pendulum swing
in the detariffed scenario? It is only the
freeing of premium rates, with the basic
tariff structure remaining in tact that

Price reduction is a one-time

exercise. After collecting a large

number of customers, how does
one retain them? The obvious
question to ask is: how many
customers are happy?

would come about from 1st January
2007. Would detarifffing become a free
for all in rate reductions in the profitable
segments like Fire and Engineering; the
insurers having failed to prise open the
Motor TP segment from tariffs? Any
illogical rate reductions to meet
competition would hurt the insurers
more.

Even if PSU insurers really believed, as
many of them do, that they would thereby
recover a part of their lost market shares,
that would add to their top line; this would
help only in Ilessening their
management costs a wee bit; but the
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premium additions would not add to
their bottom line significantly.

One should remember that all non-life
insurance policies in the market are up
for renewal every 12 months.
Consumers are always hungry to have
more for less. How would insurers deal
with the changing loyalties of
consumers, who only think of their
interests to the exclusion of those of
the insurers, annually seeking more
value to be delivered at lower costs?
That really is the essence of the

challenge before the non-life insurers.

Business sense should prevail among
insurers to ensure their survival as
solvent entities; mere growth in
premiums does not assure that
survival. Sentiment to crush
competition at any cost should not be
the sole marketing guide; but
excellence in execution of assurances
given to consumers and internal cost
cutting should be the goals to pursue
for insurers to

become more

competitive.

Insurers should know that in a detariffed
scenario, there would be only one
winner to emerge out of the market
scene. And that is the 'customer' - the
powerful change agent of the market
that would call the shots to shape the
future of the insurance market.

The author is retired CMD, The Oriental
Insurance Company Ltd. He may be
contacted at gvrao70@gmail.com
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Being an Insurance Agent
- The Pride and the Prejudice

'We are not content to do a job just so that later we'll be able to afford to

please ourselves. All of us are taking a close look inside to see what

it is that we really want' says Ritu Nanda.

jam very proud to be an insurance
agent. | think it is one of the best

professions that there is but somehow,
the profession does not either have the
credibility or the recognition that it
deserves. | believe that there has been
a fundamental shift in our attitude to
success. As an insurance advisor, you
earn well for yourself and get a lot of
recognition from the insurer that you
work for, you are doing good to the
customer to whom you are selling
securities for their future and doing good
to the insurance company that you are
working for and doing good to your
country! Did you know that contributions
from the insurers and the insured go
towards infrastructure development of

the nation?

We want a life less mundane and
materialistic to more meaningful and
significant. We want to choose our own
fate, determine our own destiny, without
restriction. More of us are better
educated, than ever before, our
horizons extended our aspirations
limitless. The quality of people who are
today coming forward to become
insurance advisors are bringing a
revolution in the profession. Being an
insurance advisor also gives you an
exposure to an international platform of

insurance professionals. The MDRT,

COT and TOT create an opportunity for
us agents to find a global ranking for

our performance, which is self driven.

Easy travel has made the planet a

smaller place, widening our
perspective, exposing us to other worlds
and ways of life. Some will say this is
the reason we are less content, more
restless than our forefathers of fifty years

ago. | say it's the challenge of freedom

The quality of people who are
today coming forward to

become insurance advisors

are bringing a revolution in

the profession.

and opportunity. This can be either a
burden or a gift. We are no longer willing
merely to make a living, however
lucrative. We are not content to do a job
just so that later we'll be able to afford to
please ourselves. All of us are taking a
close look inside to see what it is that
we really want. And we live with the
notion of personal responsibility that the
direction of our lives is down to us. It
was most gratifying for me to have been

invited as a speaker to the TOT

convention held in October in California.
It was even more flattering when | was
informed by the chairman of TOT that it
was for the first time that any agent was
Such

opportunities can only come to an

being invited from Indial
insurance advisor from any part of the

world.

We can create our own results. We don't
have to live the life that we were born
into, or the one we were schooled to
follow. Life really is what you make of it.
In the past we were pre-programmed in
our early years and had little control over
our thinking. We choose how we think
we take charge of our own destiny and
alter our behavior accordingly. We can
decide to ramp up our thinking to become
more pro-active, enterprising,
resourceful and dynamic. With the
opening up of the insurance sector and
a variety of great insurance companies
of the world coming into India, and with
the guidelines of the Insurance
Regulatory Development Authority; new
generation innovative products have now
created opportunities for us

intermediaries to sell insurance
products not only to Indians in India but
also to the Non Resident Indian abroad

and in Dollars too!

Living an ideal life, based on our

definition of success, is the name of the



game. And the greatest stumbling block
to accomplishing our dreams is always
within. Success is what you make it
mean. It can also change over time. |
am regularly confronted by wealthy
individuals who enjoy all the status and
trappings that come from being at the
top of their professional tree, yet feel like
losers. This is because they are leading
a life that matches their parent's dreams
and aspirations and not one that feels

right or fulfilling to them.

Success nowadays is more personal
than for any other generation. The trick
is to figure out what success looks like
to you and go after it. Keeping up with

the neighbors is over.

More and more people are leaving highly
paid jobs to down shift to a less frenetic
way of life. Modern success also means
you can take jobs that were previously
considered low of status, without
loosing status. | have never forgiven or
forgotten the fact that many people
laughed at my face when they heard that
| became an agent of LIC of India! Today,
MBAs, Chartered

professionals from software companies

Accountants,

and banks etc. are becoming insurance

agents by choice.

Always do what you love doing. You never
achieve success unless you like what
you are doing. The belief that dreams
are impossible to achieve, prevents most
people from getting what they want out
of life. Passion is the driving force behind
every significant human achievement.
You need a sense of purpose to bring

passion into your life.

You have to have self belief to get

anywhere in life. Where you end up is

where your self belief takes you to. You
are the product of all that you believe to
be possible for you. It really is that simple
and it really is all in the mind. Take a
look at this. India is the second fastest
growing economy in the world after
China. India is the fourth largest growing
economy in terms of purchasing power
parity. The emergence of the middle
class is a recent phenomenon of the last
generation. According to NCEAR, 30%
of our population of 1.3 billion has the
earning capability between Rs.80000
and Rs.2 lac. They further add that 50%
of this population exists in the rural
areas, 30% in 5 lac population towns

and the balance 20% are in the metros.

You never achieve success unless
you like what you are doing.
The belief that dreams are
impossible to achieve, prevents

most people from getting what

they want out of life.

To me, this means a great deal of
potential. Define the goal. Continually
visualize the successful outcome. Be
pro-active and create opportunities to be
on the radar of the right people. Anticipate
a positive response, assuming that
people will be happy to see you or hear
from you. Be bold and imaginative in your
approach to reach people and make
progress. Don't entertain self doubt.
Have total regard for what you have to
offer. Feel excited as you look forward to
your inevitable success. We are very
fortunate to be in India as an insurance

advisor as it is the third largest potential
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source for insurance business in the

world.

Take on a project that will expand your
self belief. Your project should allow you
to feel passionate , fulfill your purpose,
incorporate your strengths, stretch your
self belief and achieve your potential.
Encourage yourself. Praise and reward
are more useful to you than criticism
and punishment. Fuel your growing
self-belief with loving kindness. Keep
your spirit strong and your resolve
steady with the right backing. Choose
self determination. The past is over.
Your childhood is over. You are free to
choose what to believe and who to be.
It's all down to you. Watch your thinking

as it's shaping your life.

Appreciate your advantages. Never
forget how fortunate you are. Ensure you
make full use of the edge it gives you.
Do you feel lucky? You should do. Select
a guiding belief. What belief provides
the strongest motivation for your life?
Keep that belief by your side. Let this
be your mantra, for all the good times
and the more challenging ones.
Proceed boldly. Many a false step is
made by standing still. Create a feeling
of urgency by doing more in less time,
and then take the rest of the day off. Do
the most daunting thing first, without
dwelling on it. Don't give it a moments
thought. Just do it. Don't waste time.
Focus your efforts to produce the
maximum return on your time and
energy. Understand what you do best
and concentrate on that. Delegate what
you don't enjoy or excel at to others.

Know your niche.
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Have fun! Don't become a busy bore.
Doing more of what you want should
make you happier and more irresistible
to be around. If not, step off the treadmill.
You need a day off. Being more dynamic
and all around effective should leave you

with more time to play with.

Don't let others pull you down. The world
is full of people who will tell you why your
schemes won't work. Sometimes, you
have to rely on your own inner resources
and be selective about who you listen to.
Think carefully and then select your
advisors. Constructive criticism, not

automatic dismissal, is what you're after.

Use a mantra. Propel yourself forward
with the right message. | can do it, | will
find a way, I'm good enough to do this,
will all put a spring in your step .These
are your holy words, with the power to
sharpen your focus and create your
results. Soon enough, they will kick in
and start working for you. Develop your
instinct. Save time and money by trusting
your gut instinct more. You may not need
market research if you trust what you are
seeing and feeling. A risk a day, keeps
boredom at bay. Enjoy trying something
different without any guarantee of a
successful outcome. Even trying out a
new restaurant gives you a fresh
experience and stops you from getting
stale and set in your ways. Doing
different things, keeps you risk friendly,
even on a small scale. It all adds up to a

bigger outlook.

What's your secret passion? Think bolder
thoughts. Why on earth should the fact
that something is seemingly impossible
prevent you from trying, with all your

might? Be optimistic and enthusiastic.

Charge yourself up with enthusiasm for
life and what you do. People can't help
but notice you when you glow with
energy and excitement. Ensure that you
are one of life's energizers and up lifters.
Sprinkle a little magic dust over people
at every opportunity. Everyone loves a
confident leader. Avoid indecision.
Command attention with certainty and
conviction. No obstacle can overwhelm
you as you stretch to contain it. Manage
bouts of self doubt, without infecting
others with it. Have a vision. Have your
own dream, a higher purpose. Everyone
should have in their life something
bigger than themselves. If there isn't the

sublime and noble somewhere in the

Try to visualize what difference it
would make in empathizing and
guiding a prospect accordingly
rather than indulging in a mere

selling of a large policy with a

hefty premium.

picture, then there's something missing.
Invite others to join you on your mission.
Never make it about the money. It's

always about the vision.

Empathize, and understand what people
want and ensure that they get it when
they join your team. Create the
circumstances for people to fulfill
themselves and be happy. Help people
to get the best out of themselves.
Choose to trust them. This trait is
particularly necessary in insurance

advisors, life in particular. Try to visualize

what difference it would make in
empathizing and guiding a prospect
accordingly rather than indulging in a
mere selling of a large policy with a hefty

premium.

Stay inspired. Keep your own spark in
good shape. Don't get dull and run-
down. Stay focused on your vision but
take time off to renew and recharge your
batteries often. Have fun. Enjoy life. No
matter how worthy your vision, don't take
the shine off it by getting tired or over
serious. Keep it light! What are you
persevering for? lts lot easier and more
fun to persist and push for what you
really want rather than what you or other
people think you should want. If things
aren't working out, check for self
sabotage. It could be one way of saving
yourself. Know the difference between

effort and struggle.

When you mess up, get back on track
quickly. Revel in your mistake until
you're clear why you made it, then pick
yourself up and start again with a clean
slate. Be real. Be optimistic. Awful
things can happen at any moment, so
you may as well be pleased while they
are not. And remember that optimism
is good for you. It will keep you going
through difficulty and for the rest of your
life. Success can come at any age so
long as you keep believing that and

working for it.

Lean on others. Perseverers need to
have a great person behind them
building them up, lending vital strength
when theirs was running low. A
supportive partner is a tremendous

bonus. If they are not in your life right



now, take strength from pals, comrades
and colleagues. All | can say to my
colleagues is wake up and fasten your seat
belts! New distribution channels are now
on the Indian horizon. Research has
predicted that in five years time, 50% of the
insurance business would be done by
Bancassurance, 20% by Corporate Agents
and Brokers and only 30% by the Agents.

Take up the gauntlet. Don't defeat
yourself. Watch your self fulfilling
prophesies. Don't set yourself up to fail,
before or during your endeavors. Your
abilities are at the mercy of your beliefs.
Neither is fixed. Don't let yourself down.
Practice what you preach. Declare your
ethics for all to see. Stand out from the
competition and let people feel good

about spending their money with you. It's

not just what they are buying, but how
they are buying.

Do more than your shift at work. Don't be
mean with your energy and efforts. Don't
hold back, but do ensure that your
generosity is reciprocated. Generosity
isn't always its own reward. Be generous
to yourself too. No one likes a martyr.
Incorporate acts of generosity into your
daily life. Practice constructive generosity.
Don't be a generous idealist. Handouts
don't work. But don't be cynical about
generosity, it's a powerful tool. People
need a hand up rather than a hand out to

get back on their feet.

Remember, no one does it alone. It is
the people we lived with, laughed with
and loved that we remember more than

anything else. Don't be afraid to ask for

FOLLOW THROUGH

help from others. It is a mark of strength,
courage and character. Don't be reluctant
to give of yourself to others generously.
It is a mark of compassion and personal
greatness. Whatever life hands you,
decide that you will carry on. And once
you do, nothing can stop you from
achieving the greatness for which you

have been born.

The author is a successful life insurance
advisor; and presently stationed at
New Delhi.

9" Global Gonference of Actuaries

The 9th Global Conference of Actuaries is being held jointly by the Actuarial Society of India (ASI) and
International Actuarial Association (IAA) on 12th and 13th February, 2007 at Mumbai. The focus of the
conference would be "The Emerging Roles of Actuaries".

The actuary's role has been undergoing rapid transformation, especially in view of the globalization of
the profession. Further, even in such areas where the actuary has been active for several years, new
challenges are surfacing thereby creating huge opportunities for the profession.

Historically, life insurance and retirement arrangements have been the main focus areas for the actuarial
profession. But with the new challenges emerging in general insurance, regulatory and legislative
requirements; the role of the actuary is assuming a new, dynamic form.

The conference would provide an effective platform for discussing the emerging scenario and the role
of the actuarial profession.

£

19

Venue

Hotel Taj President, Mumbai

£
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Dates

12th & 13th February, 2007
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We welcome consumer experiences.

Tell us about the good and the bad you
have gone through and your suggestions.
Yourinsights are valuable to the industry.
Help us see where we are going.
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STATISTICS - NON-LIFE INSURANCE

Report Card: GENERAL

G. V. Rao

November 2006 Growth rate is 31.3 percent.

n the eve of the dismantling of the
@ tariff rates in the Fire, Engineering
and Motor OD segments from 1st
January 2007; the non-life insurance
industry seems to be gearing up for a
more vigorous drive to increase the size
of the market. The major stimulus for this
unprecedented growth in November
2006 has come mainly from the

established players, who have mounted
a very impressive growth rate of 17.6
percent; the highest ever recoded by
them in the current fiscal.

Performance in November
2006:

The industry has recorded a premium
income of Rs.1967 crore (Rs.1498
crore). The established players have

delivered Rs.1262 crore (Rs.1073 crore)
and the private players Rs.705 crore
(Rs.425 crore). (The figures in the
brackets are those for November 2005).
The accretion of the established players
is Rs.189 crore at a growth rate of 17.6
percent and that for the new players is
Rs.280 crore at a growth rate of 66
percent.

GROSS PREMIUM UNDERWRITTEN FOR AND UP TO THE MONTH OF NOVEMBER, 2006

(Rs.in lakhs)
PREMIUM 2006-07 PREMIUM 2005-06 GROWTH OVER THE
INSURER FOR THE UP TO THE FOR THE UP TO THE CORRESPONDING PERIOD
MONTH MONTH MONTH MONTH OF PREVIOUS YEAR
Royal Sundaram 4,766.98 38,883.95 3,046.69 29,146.78 33.41
Tata-AlG 6,245.43 52,011.96 4,925.81 38,919.31 33.64
Reliance General 7,518.83 52,084.67 1,169.99 10,025.44 419.53
IFFCO-Tokio 8,418.36 81,314.52 7,189.27 56,441.61 44.07
ICICl-lombard 24,333.11 207,868.62 12,805.89 109,396.14 90.01
Bajaj Allianz 15,331.71 115,886.55 10,086.91 85,651.75 35.30
HDFC CHUBB 1,630.67 12,588.00 1,749.03 12,580.05 0.06
Cholamandalam 2,372.58 20,668.45 1,490.50 16,042.67 28.83
New India 35,548.00 333,714.00 33,789.00 303,387.00 10.00
National 29,134.00 242,854.00 24,934.00 231,161.00 5.06
United India 31,352.11 235,175.54 22,468.97 209,306.69 12.36
Oriental 30,277.00 264,789.00 26,137.00 233,006.00 13.64
SPECIALISED INSTITUTIONS:
ECGC 5,178.94 39,167.27 4,628.05 36,680.85 6.78
Star Health &
Allied Insurance 77.54 1,343.66




The major contributors to
accretions:

The impressive performance accretions
have mainly come from ICICI-Lombard
with Rs.115 crore, followed by UIIC with
Rs.88 crore and Reliance with Rs.63
crore. The other major contributors to this
very impressive growth in November
2006 are: Bajaj-Allianz with Rs.52 crore;
and Oriental and National with Rs.42
crore each. These six players among the
12 have contributed an accretion of
Rs.402 crore out of the total monthly
accretion of Rs.469 crore.

Performance up to November
2006 - Up by 24. 2 percent:

The cumulative growth rate of 22.8
percent up to September 2006 rose to
23.3 percent by end of October 2006; and
it has now further moved up to 24.2
percent at the end of November 2006.
These trends in the growth rates show
the buoyancy in the non-life insurance
market leading to higher collections of
gross premiums.

The impressive performances of the
established players in November 2006
have pushed up their growth rate from
8.3 percent at the end of October 2006 to
10.2 percent at the end of November
2006. The new players have maintained
their growth rate at the consistent number
of 62 percent. Their market share
continues to remain at 35 percent, as in
the past few months.

The premium collections at the end of
November for the industry stand at Rs
16.580 crores as against Rs 13,350 crores
for the corresponding period last year. The
accretion in premium is about Rs 3230
crores at a growth rate of 24.2 percent. The
established players have completed a
premium income of about Rs.10,766 crore
(Rs.9,769 crore) and the new players
Rs.5815 crore (Rs.3581 crore).
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The major contributors to the
impressive accretions of Rs.3230 crore
are: ICICl-Lombard with Rs.985 crore
followed by Reliance with Rs.402 crore,
Oriental with Rs.318 crore, New India
Rs.308 crore and Bajaj-Allianz with
Rs.302 crore. UIIC with Rs.259 crores
and IFFCO-Tokio with Rs.249 crores are
the other two insurers that have

contributed significantly to this increase.
A comment:

The consistently high monthly growth
rate augurs well for the non-life
insurance market. The growth trends
among the players seem to be
changing. Reliance has shown a keen
appetite for market share and its
noticeably high growth rates are
remarkable; that could be one of the
reasons for the upward swing in the
market premiums. ICICI-Lombard has
been consistently hitting the top of the
premium charts every month and
enlarging its premium differential with
the next ranked new player.

There is now just one month left -
December 2006-before the count down
begins for discarding the last remnants
of the statutorily dependable tariff rating

schedules in favour of market driven
ratings. Judging by the state of
readiness of the stakeholders i.e.
insurers, brokers and customers, and
after evaluating the process of
communication going on among them,
it would seem that the month of January
2007 is likely to be one full of surprises

for all of them.

The die is cast; and the game would
soon commence. Would it be a win-win
market situation for all? One should
certainly hope for fairness in dealings
all around; but the eager expectations
with which the market has been expecting
the opening up of rating structures would
indicate that the game would be played
with all cards held to one's chest.
Winning might be the name of the rating
games.

* kK

The author is retired CMD, The Oriental
Insurance Company Ltd. He may be
contacted at gvrao70@gmail.com
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STATISTICS - NON-LIFE INSURANCE

GROSS PREMIUM UNDERWRITTEN BY NON-LIFE INSURERS WITHIN INDIA

SI No. Insurer Fire Marine Marine Marine |Engineer- Motor Motor OD
Cargo Hull ing
1 Royal Sundaram 6,520.65 888.29 888.29 0.00 1,796.27 | 13,354.31 11,992.17
Previous year 5,119.70 805.37 797.37 8.00 1,178.92 | 11,127.59 9,988.12
2 TATA-AIG 9,252.85 3,451.04 3,451.04 0.00 1,657.81| 14,381.74 13,174.31
Previous year 6,977.21 2,407.05| 2,407.05 0.00 991.49| 11,020.06 10,107.05
3 Reliance 10,049.14 1,461.08 845.30 615.78 3,468.30| 11,531.90 11,516.21
Previous year 2,201.42 1,613.44 604.51 1,008.93 866.88 891.11 866.86
4 IFFCO Tokio 20,461.33 9,989.39 2,516.03 7,473.36 | 4,542.16| 21,844.08 17,781.63
Previous year 16,832.52 2,025.12 1,675.64 349.48 2,909.15| 14,562.17 12,579.28
5 ICICI Lombard 25,398.65 8,179.72 2,910.86 5,268.86 | 10,445.82| 47,817.94 42,485.49
Previous year 21,729.88 6,780.22 2,298.83| 4,481.39 | 6,417.26| 17,219.17 14,939.35
6 Bajaj Allianz 21,947.46 3,790.69 3,225.55 565.14 8,988.56 | 33,480.46 23,900.97
Previous year 18,394.50 2,856.77 2,073.72 783.05 5,421.21| 23,908.65 15,939.10
7 HDFC Chubb 443.50 120.28 120.28 0.00 215.04 6,413.00 6,072.47
Previous year 184.44 33.11 33.11 0.00 133.97 7,000.84 6,635.11
8 Cholamandalam 4,943.44 1,278.81 1,263.85 14.96 1,406.39 3,5651.62 3,268.37
Previous year 4,587.41 769.30 742.59 26.70 1,113.94 2,946.22 2,583.46
9 New India 46,504.77 | 12,668.07 7,349.98 5,318.09 | 10,428.48| 98,863.27 64,570.96
Previous year 42,439.37 | 12,713.71 7,192.12 5,521.59 6,832.47 | 99,743.68 66,328.75
10 National 30,367.64 8,792.96 6,000.72 2,792.24 | 5,656.67| 90,658.68 62,207.03
Previous year 28,073.60 | 10,034.17 7,027.09 3,007.08 5,285.69| 90,064.32 63,138.33
11 United India 42,015.88 13,937.68 7,070.29 6,867.39 | 11,124.01| 57,179.61 34,400.76
Previous year 39,621.59 | 12,892.39 6,466.00| 6,426.39 9,162.01 | 54,240.07 33,164.00
12 Oriental 33,583.94 | 17,231.44| 8,302.87 8,928.57 9,916.97 | 82,039.80 56,755.03
Previous year 31,745.80 | 14,560.56 7,361.97 7,198.59 | 12,179.33| 70,447.95 49,753.06
Grand Total 251,489.27 81,789.45| 43,945.06| 37,844.39 | 69,646.48 | 481,116.41 | 348,125.40
Previous year 217,907.44 | 67,491.20| 38,680.00| 28,811.20 | 52,492.32|403,171.83 |286,022.48
SPECIALISED INSTITUTIONS
13 ECGC*
Previous year
14 Star Health & Allied Insurance**
Previous year

Note: In case of public sector insurance companies, the segment wise data submitted may vary from the flash Nos filed with

the Authority. As such, the industry totals may vary from the flash figures published for the month of September, 2006.

*Pertains to Credit Insurance.

** Pertains to Health Insurance.



(SEGMENT WISE)
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HALF YEAR ENDED SEPTEMBER, 2006 (PROVISIONAL & UNAUDITED)

Rs. in Lakhs
D Motor TP Health Aviation Liability Personal All Others Grand Total
Accident

/ 1,362.14 4,220.52 0.00 521.57 1,282.50 328.67 28,912.78
2 1,139.47 2,365.99 0.00 438.88 1,205.37 271.75 22,513.57
L 1,207.43 1,924.40 0.00 3,806.44 4,253.72 1,329.33 40,057.33
5 913.01 1,660.55 2.22 2,967.02 2,636.36 634.71 29,296.67
L 15.69 3,182.28 397.38 483.21 1,025.00 6,155.51 37,753.80
5 24.25 395.52 368.78 168.51 384.64 719.53 7,609.83
3 4,062.45 3,158.12 83.92 686.98 828.00 4,057.61 65,651.59
3 1,982.89 2,254.07 20.39 435.33 833.37 2,933.97 42,806.09
) 5,332.45 29,624.93 1,687.45 5,890.95 7,608.37 15,863.14 152,516.97
3 2,279.82 13,243.98 1,419.41 4,015.84 4,177.87 7,287.59 82,291.22
/ 9,579.49 7,389.92 404.84 1,606.83 1,479.59 5,5636.11 84,624.47
) 7,969.55 5,220.26 122.97 1,168.85 918.91 4,754.37 62,766.49
/ 340.54 404.40 0.00 205.65 540.50 785.02 9,127.39
L 365.73 209.03 0.00 118.85 688.47 910.56 9,279.27
/ 283.24 1,579.60 23.49 814.93 577.33 1,236.80 15,412.40
5 362.75 1,152.77 38.12 757.55 398.43 522.87 12,286.60
5 34,292.31 34,750.58 6,387.59 3,338.39 4,744.58 27,385.79 245,071.52
3 33,414.93 28,118.08 5,104.93 2,956.04 5,895.08 24,637.23 228,440.59
3 28,451.65 18,161.96 3,848.62 2,009.54 2,900.78 20,848.16 183,245.01
3 26,925.99 15,719.08 1,983.24 2,088.89 4,330.37 19,940.63 177,519.99
5 22,778.85 20,613.58 497.73 3,636.28 4,399.30 24,594.20 177,998.27
) 21,076.07 17,414.30 351.12 2,981.25 5,288.55 20,541.22 162,492.50
3 25,284.77 20,950.42 5,165.80 3,084.33 3,807.77 22,279.65 198,060.12
5 20,694.89 16,912.77 8,120.77 1,992.02 3,800.16 16,477.01 176,236.37
) 132,991.01 145,960.71 18,496.82 26,085.10 33,447.43 130,400.00 1,238,431.66
3 117,149.35 104,666.40 17,531.95 20,089.03 30,557.58 99,631.45 1,013,539.19
29,302.44 29,302.44
27,407.71 27,407.71
160.59 53.41 214.00
0.00 0.00 0.00




ROUND UP

% Seminar on Group-wise supervision, Cross border challenges and
Market conduct for Supervisors in Asia was held at Mumbai between 13th and
15th of December 2006; organized by Financial Stability Institute (FSI).

It was jointly supported by IAIS and IRDA.

The seminar provided an overview of the activities of IAIS and covered
various topics of interest to supervisors in the context of the growth
of conglomerates in financial sector; and increasing concerns

arising on account of cross-border issues.

The seminar was attended by delegates from various countries
of South Asia; Central Asia and Middle East; Asia Pacific region etc.
The faculty support was provided by Australian Prudential
Regulation Authority (APRA) and Financial Services

Commission of Guernsey.

Photograph shows Mr. C.S. Rao, Chairman, Insurance Regulatory Development

Authority (IRDA), India; and Ms. Gunilla Borer, Senior Financial Sector Specialist,
Financial Stability Institute (FSI), Basel Switzerland.
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ROUND UP
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Mr. Arup Chatterjee, Principal Administrator, International Association of Insurance Supervisors (IAIS),

=

Switzerland making a presentation at the Seminar. Others seen in the picture are
(seated L to R): Mr. C.R. Muralidharan, Member (Finance), IRDA; and Mr. Keith Chapman, GM,
Policy Development, Australian Prudential Regulation Authority (APRA).

Photograph shows delegates from the various countries

who participated in the Seminar.
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L 08 - 10 Jan 2007
Venue: Pune

Knowledge Resources
By NIA Pune

® 15-16 Jan 2007

Venue: New Delhi

Global Healthcare Conference
"Promoting Partnerships"

By FICCI, New Delhi

B 15-20 Jan 2007

Venue: Pune

Programme for Young Executives (Life)
By NIA Pune

¥ 17 - 18 Jan 2007

Venue: New Delhi

Greater Inclusion: Possibilities & Prospects
By 'Sa-Dhan', New Delhi

B 22 -23Jan 2007

Venue: Pune

Seminar on Business Intelligence
By NIA Pune

W 22 - 24 Jan 2007

Venue: Pune

Workshop on Motor Third Party Claims
By NIA Pune

Workshop on Managing & Developing Insurance

=

B 29 Jan - 03 Feb 2007
Venue: Pune

Reinsurance Management
By NIA Pune

W 05 - 07 Feb 2007

Venue: Pune

Frontline Marketing Strategies
By NIA Pune

¥ 08 - 10 Feb 2007

Venue: Pune

Actuarial Practices in Life Insurance
By NIA Pune

M 12 - 13 Feb 2007

Venue: Mumbai

9th Global Conference of Actuaries
By Actuarial Society of India, Mumbai

®m 19 - 21 Feb 2007

Venue: Pune

Workshop on Communication &
Presentation Skills

By NIA Pune

M 22 - 24 Feb 2007

Venue: Pune

Scenario Mapping & Business Planning
By NIA Pune
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< VIEW POINT»

i Healthcare benefits are only part of the healthcare expenditure. We should not forget
that patients' co-payment and insurance premiums account for 45% of the healthcare

expenditure. 77 - Mr. Mitsuru Suzuki,
Executive Member, Japan Medical Association.
b Competition brings with it not only moderation on the price front, but also improvements

in the levels of service provided to customers. 7

- Mr. C.S. Rao,

Chairman, Insurance Regulatory & Development Authority

i In the past, insurers have simply accepted the insurance cycle, seeing it as a force of

nature with an uncontrollable impact on their business. 77

- Mr. Rolf Tolle,

Lloyd's Director, Franchise Performance

b The China Banking Regulatory Commission (CBRC) is evaluating the feasibility and

prospect of allowing commercial banks to set up insurance companies. 77

- Mr. Tang Shuangning,
Vice Chairman, CBRC

i Every action of the insurer has to be justified in terms of class equity; and unless there

are instances of fraud or misrepresentation, it would be wrong to target individual

customers in class rated products. 7
- Mr. C.S. Rao, Chairman,

Insurance Regulatory & Development Authority

i Regulators have moved swiftly with input from all interested parties to address the

questionable practices in this marketplace (viatical settlements). Consumers who
choose to sell their policy are far better protected by the fraud prohibitions and

disclosures under this model. '’

- Jim Poolman,

Life Insurance and Annuities (A) Committee Chair and North Dakota Insurance Commissioner.
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